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PUBLIC BUILDINGS ADMINISTRATION 
·t-~•C# ~ _ ... _ AM:Mri"ET WAIHINCIION 

·----- SA· -,A April 1, 1940 
_,_ _____ __ 

Honorable Henry llorgentb.au, 1r. 
Olohter Hotel 
Sea IelaD4, Georgia 

lily dear llr. Secretary: 

I baTe gotten sort or te4 up heariAg tbat little tin Sir 
Cal.aba4 Dewey blackguard tbe New Deal and call anrybody· a crook 
and I tbouaht it would be nice to baTe aoaatbiAg said on tba 
radio tbet would be pleaMDt 8.114 DOD- political. 

I ba4 a talk the otbar day witb _, old triand General Harbord 
wbo, ae you !mow, 1a President or tba Radio Corporation. He baa 
Tary kindly g1TaD me eoae time on tbe National Broadcasting book­
up to baTe a sarles or d1acuea1ons in reference to tbe art work 
Of tbe GoTernaent. Tbe first diaou .. iOD will be bald April 25 
from 9:30 to 10:00 P• m. 

I apoka to llre. RooeaTalt about it and abe writes me that 
the Preaident ia del1gbt&d with the idea. I am nry beppy that 
Proteaeor 1o1m Dewey baa agree4 to taka t he lead on our tiret 
progrua. Hie text will be that the 1110at 1.aportant tbing any 
nation can do tor 1te ciTil1Z4t1on 1a to deTelop ita art . 

I baTe aake4 llre . RooaeTel t to on-e in tor three or tour 
llinutee and baTe aake4 Senatore La -,ollette and liloliary to carry 
on tor a ffiW llinutea along the linea thet t he art prograa 1a one 
ot tba tbinga that ie bound to go on no aatter whet olwlgee aay 
dnelop in the political eituation. llr. Cal'OOd¥ will aleo ben 
two or three minutes. 

I think itt!d be awfully nioe it you could be introduoe4 
ae the founder e P1'081'UI and make a •bort talk. I !mow that 
the radio la a n aanoe tor you but I do tbink t bia le a good 
opportunl t7 to ban a011etbing pleaeant to aay and perhaps oounter­
aot the Jmooki!IS - bear theee 4&7• about the New Deal. I hope 
tba •te will be oonnDient tor you. Would you be k1D4 eDO\I8b to 
telecr-ph M u tba .Rational Broa4oaat1ng ecapuy 1• preeeina • 
to adTiM th• or the prograa. 
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Secretary Morsenthau -2- 4/l/40 - - - - - - - - - - -

· On a lat•r date .. are soJ.Da to han a apec1al prosru 
to 41aouN the art work ot the Section. We will ba .... one or 
two ot tbe beat paintera ill M&rioa Si'fe their op1D10D ot U 
ao4 one or two ot tbe JOUJ18er - explain what 1 t baa 4one 
tor the younser artieta. 

I hope you are 

Chiet ot the Section ot :rille Arb 

... 
• 

. 2 
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TREASURY DEPARTMENT 

INTIER 01'1'1CIE COMMUo :ATION COMJ'IDENTIAL 

OAU April 11 1940 

TO Secret~~enthau 

Subject: 
Mr. Bu.%-#' 
The Busineee Situation, 
Week ending Karch 30, 1940 . 

Conolueione 

(1) The month ot March has tailed to show the uaual 
seasonal business expansion, partl7 bscauee ot untaYorable 
weather, which has caused new ordera in Yarious linea to be 
postponed. New bu;ring haa a1so been discouraged b7 vsakneaa 
in co .. od1t7 pricu tollov1ng the drop in ste.rllng exchans- . 
The net result has bun eoas turthsr daol1ns in adjusted 
wsskl7 ind1osa ot businsse aotiYit7, attar ths7 had shown a 
levelling-out tendency during February. 

(2) Neverthelees, busineee deYelopmsnte during the aonth 
have in varioue rsspeota been encouraging: 

(a) Bsv orders during the past tour veeka, aa shown 
by our weekly index , haYs been at a rate 11 per cent 
hlghar than during the preY1oue tour weeks . 

(b) Automobile sales haYs shown their ab1lit7 to 
reepond to eeasona1 1ntluenoes, giYsn tayorabls weather . 

(c) Reetdsntial construction data rsYsa1 a prom.ie­
ing trend. 

(d~ Production rates in leading industries outside 
the steel industry haYs ahown resistance to further 
deollnes. 

(3) Buatnees neve has turned somewhat aore taYorable dur­
ing the past week . .b unexpected d1Yidend b7 the u.s. Steel 
Corporation, interpreted ae an expression ot optlaiaa oYer the 
ateel outlook, has had a bullish ettect on stock pricsa. Thls, 
in turn, has tntluenoed an expansion in textile b~qing to the 
largest Yolume aince laet December. Steel aotiYit7 and orders 
in the South haYs turned upward. On the other hand, sene1t1Ys 
oomaodit7 pricee haYs shown further veakns11. 

3 
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8eoret&r7 Korgenth&u - 2 

Weather ourta1le busilleea iD llaroh 

The aonth ot Karoh baa failed to ahow the uaual -ount 
ot eeaeonal expansion in new orders and business aotivit:r. 
This has been partly due to unfavorable weather -- a oold, 
late s pring -- vhioh has held down autoiiObile salea, building 
oonatruotion, and farm activitJ. 'l'eaperaturea over the eaat­
ern two-thirds of the United States have been unusuall7 low 
tor three weeks in auccession, ranging to 21 degrees below 
normal in the upper Xiasissippi Valle:r during the week ended 
Maroh 26. The net effect has doubtless been to oauee a post­
ponement of muoh of the epring orders tor suoh things as lum­
ber and construction steel, automobile steel, and tara imple­
ments .until the weather turns warmer. 

In addition to the effect of unfavorable weather, new 
buying in recent weeks baa been discouraged b7 a deolining 
tendency in commod1t7 pricea, and by a more doubtful attitude 
toward the business outlook in some quarters. Aa a oonsequenoe, 
buyers have been proceeding cautiously until the outlook tor 
prices and sales becomes more clearl7 defined. The net result 
bas been a rather 8111&11 upturn in new ordera, as compared With 
the usual March increase, and some further decline in the sea­
sonally adjusted weeklJ 1nd1oes of business activity. 

Nevertheless, recent business tendencies have in various 
respects been encouraging. New orders during the past tour 
weeks, as measured b7 our weekly index, have at least shown a 
rising trend, averaging ll per oent higher than in the tour 
prsvicua weeka. (See Chart 1). The index declined during the 
week ended Maroh 23 because of downturns in reported ordere 
tor steel and textiles. 

Automobile sales aharplY higher 

Retail automobile sales during the second 10 daTI of 
Karoh recovered sharply from their earlier aetbaok, whioh had 
been caused largel:y by unfavorable weather. Sales by aajor 
produoera during this period shoved a gain of 48.4 per cent 
over the coaparable period ot rebruar:r, as ooapared With a 
gain of onl:r 7.8 per oent tor the firet period of the 110nth. 
Genera\ Kotore aalee roae to 56,823 in th~ aeoond 10 daJs of 
Maroh, aa oompared With 43,273 in the t1rat 10-dq period. 
Although the return of eevere weather during the third period 
ct the aonth ia l11tel7 aaa1n to depreae ealea, the volae eo 
tar 1ndioatea that the aa1 .. total of the 1nduatr:r tor the 
aonth aa a 11hols Will be the b .. t a1nce 1937. 

4 
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Seoret&rT Morgenthau - 3 

Activity in ~rtant indUetriee outside ot the steel 
industry has held general1y steady during Karch, though the 
decline in steel operations baa had a aagnitied etteot on 
current business indices beoauee of ita heavy weight. In 
Chart 2 it will be noted that the trend ot the New York T~ee 
index in recent monthl baa followed very oloeely the declining 
trend of steel ingot production. 

on the other hand, automobile production baa turned 
upward earlier than in 1938 or 1939 and baa held at· a stable 
level through Jle.rch. Cotton mill activity (adjusted) baa aver­
aged about the same in Karch as in February, and luaber produc­
tion (adjusted) baa held firmer during February and Karch than 
it did in that period last year. 

Construction activity improving 

Residential construction has shown an encouraging trend 
this month. Despite the adverse weather over a large section 
ot the country, construction of F.H.A. insured homes for the 
four weeks ended Karch 23 exoeeded the previous tour weeks 
period by 59 per cent, and was 21 per oent above the comparable 
period ot 1939. The heavy volume of applications for insurance 
on prospective new homes indicates that this relatively high 
level will continue over the next tew months. 

Daily averages of construction awards in 37 States tor 
the period Karch 1-22, aa reported by the F.W. Dodge Corporation, 
likewise showed an improving tendeno7, though the totals re~n 
below last 7ear. The daily average ot residential awards during 
this period was only 3.1 per cent below the 1939 level, as com­
pared with a deoline of 9. 5 per cent in February. 

Stock market upturn stimulates textile bu7ing 

Declaration of a $1 d1vi~nd on ita common etook by the 
U.S. Steel Corporation, which apparently oaae as a surprise 
to Wall Street, had a atimulating etteot in various directions 
laat week. It waa interpreted as an expreasion of oontidenoe 
b7 the Corporation in the ourrent outlook tor the steel indue­
try, and had a bullish etteot on the etook market. 

As a direct ooneequenoe, textile sales expended abruptl7 
on Thursday and Frida7 in .the moat aotive tradin~ einoe the 
middle of last December. Sales ot print clothe and related 

• 
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Seoret&rJ Korgenthag - 4 

iteae roee to between 20,000,000 aD4 25,000,000 )'arda, accord­
ing to preae report•, &D4 prioea ahowed a tendeaor to riae. 
!he buriag wae not entirel)' unexpected, however, einoe it ha4 
been preceded b)' a week or aore of active bidding at prioee 
under the aarket. !hue aalee ~ be reflected in our new 
order• index next week. 

6 

!here ie eoae indication in trade newe that eteel bll)"ing 
ie reepon41ng to the atook aarket upturn and other opti.tetio 
influences. 'l'he Bil'llinghall dietriot reports that new ordere 
now exoeed ehipmenta, and operation• in that 41etriot are 
echeduled this week at a '-point riee. !he Chicago dietriot 
(which includes Detroit) Will raise its operating rate 2 pointe, 
while the rate for the important Pittsburgh d1etrict ia aohed­
uled to remain unchanged. Refleot1ng the Yolume of foreign 
buy1ng, which ie now said to be running sl1ghtl)' in exoeea of 
15 per cent of current steel output, steel aakere announced 
over the week-end the w1tb4rawal of speo1al dieoounts on ex­
port steel prices, which had been in effect for eeveral aonthe. 

8ene1tiYe pr1oee weaker 

Beneit1ve price indices in the United Statee declined 
last week desp1te the upturn in the stock market. (See Chart 3). 
Press reports attribute the decline in part to the uneettilng 
influence of the drop in the •tree• eterl1ng rate. Kood)''e 
index of spot pricee eagged to a new low for the rear, while 
the Dow-Jones future• index loet part of ite preYioue week'• 
gain. Reuter's index ot 11nsitiYe pricee in Great Br1tain, on 
the other hand, turned upward. 

Comaodit)' price indicee in varioua foreign countriee, 
which are now aya1lable for Februar)', ehow for aoet oountriee 
a cont1nuat1on of the inflationarr price tendencies that haTe 
been evident for eeYeral aonths. (See Chart 4). !hie hae 
been particularlr evident 1n Great Britain, Bweden, &D4 
Belgiua. !he price in41ou for Japan and C•nada were el1ghtlr 
lower in Febru&rJ than in Januarr. 

IDYentoriee begin to decline 

Kanutaoturers' inventoriea began to decline in Febru&r)', 
after riaing tor 5 aoathe, aooording to figuree ooaplled b)' 
the Haticll&l. I .nduetrial Conference BoiU'd. Inveatoriee at the 
end of February are eetiaated at 1 per cent below the Janu&r)' 
figure. 
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Seoretarr Xorgentbau - 5 

While the adequacy of the Conterenoe Board1 e eetiaatee 
ae a aeasure of total inventoriee of finiehed goode aay be 
eubJeot to queetion, the trend appear• a1gn1fioant. It indi­
oatee the sharp oontraet between the preeent eituation and 
that in 19}7, when the riee in inventoriee continued for near­
ly a year before it wae oheoked. 

Weekll bueineea indioea continue down 

The New York Tiaea i ndex for the week ended Karoh 2} vae 
off .9 point to 94.1, With deolinea in the maJority of ooapo­
nents offset only slightly by minor improvement in the lndioes 
for lumber production and oarload1nge. Barron'• bueinees index 
tor the Maroh 2} week was off 1 .} pointe to 102.5. 

For the f olloWing week, aoderate further deolinse in t he 
New York Tiaea ind1oea f or ateel pr oduction and autoaobile 
produot i on are ind1oate4 by prelia1n&r7 data. The seaeonal 
peaks for the steel and autoaobile ind1oee will be reached 
shortly attar the aiddle of April , wh1oh aeane that it produc­
tion merely holde ete&dy after that time it Y1ll bring a riee 
in the adJusted indioee. 

The rate of steel operatione for the ourrent week ie 
estimated t oday by the Aaerioan Iron and Steel Inetitute at 
61.7 per oent, up 1 . 0 point from the previoua week. 
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12 
TREASURY DEPA RTMENT 

INTIER Ol"l"'CIE COMMUNICATION 

DAft jprll 1, 191Jo 

TO BecretarT Moree•"'-

Mr. Cocbraa CONFIDENTIA~ 
!be ahrlinc rate b84 a atee41er ~M 1a a q11.ht foreip acbaap .net 

to4q. Uta!' opeainc at 3.5'>-l/2. the C['llotatioa 110nd 11p to 3.56-3/S 1a the 
firat ho'llr of t raoliq. .t.roWI4 aooaU• it r•'=•e4 ~ 3·55-3/4 u4 re-.1De4 
fairl7 ataa4T thro'QCbo'llt .-oat of tbe afhraooa. '!/be t111&1 q11otaUon wu 3·55-3/4. 

The reporte4 TOlue of aterUnc traaaaotloaa vu coaaiderabl7 aaaller thaD 
the an race weel::4117 turaonr wbicb. prevalle4 lu t week. 

Salea ot epot aterlinc b7 the dx repcrtiq baall:a totaltd 10343,000, troa 
the followinc aoureea: 

17 eo ... reial eoucerna • •• ••• • •••• • • •••••• • •••••• • •• •••••• ~ SJ,OOO 
:87 forelp b&lce (llllrope, Per %ut u4 So'lltb. Aaerica) .... 1. 26o. OOO 

!otal • ••• IO 343,000 

Purcb.uea of apo t aterlinc aaouate4 to 10498,000, aa illd.icate4 belowt 

By eo-rci.al eoncerna ••• ••••• • ••••• ••• • ••••••.••••••• ••• • lr 275,000 
B7 foreip bulca (lurope . Soutb. Aaerica &Dd Par %at) •••• • 10 2~,000 

fetal • • • · " ~ ,000 

The followinc reportiJIC bulca aol4 cotton billa totaliq 1,5,000 t o the 
BrUiab. Control oD tbe buia of the official rate of 4.02-l/2t 

lo 3 ,000 b7 tbe Ohaae latioll&l Bull: 
2 , 000 b7 the BaUoll&l OU7 Bull: 

fl 5.000 fetal 

The belca roae ~ a n.w current hicb. of . 1710-1/2 &D4 cloae4 at .1710. 

'!/be other hlporbat curreneiaa cloae4 u followat 

Preach france 
Ola1l4era 
Swiaa franca 
Ouaoliu 4ollara 

.0201-3[4 
·5y;,t;..l/2 
.2242-1/2 
18-1/~ 4iacOUDt 

The 41acount for the O!abu p .. c w14eae4 f'llrtber to 12-1/!f,. !be Maxica 
peao waa 'llllohup4 at ,1672 • 

• 
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!he r.aeral ......... llult pvoU.e4 50,000 belc;u &114 25,000 p114•• for 
ecoou~ of ~ Buk of I.&uia. 

We eo14 $2,000,000 1D pl4 h ~118 Buk of ~he ArcnUu llepv.bl1c, ~ be 
1144e4 ~ i te ~b4 ecco1Ul~. 

We pvcbaee4 $10,000,000 ia colA froa the eoru.rked ._c001Ul~ of the Bait of 
'ranee. 

'l'lle redoral leaorTa :Buk of lfew York reoaiTe4 a oallle froa ~he li,I,II, re­
quee~lDc 1t to obtain a 11cenee to tr .... ter troa ita ~-• fe ~ ~he acoout 
ot tb8 lietb8rlanda lluk colA Talue4 at 81ppl'oxlaate}T $1,120,000. !be pl4 1n 
B.t.s. ~count fe h oWile4 b;r that i~~etUutloa. !118 r.aoral aleo reoeiTe4 a 
cable froa the lletherlande Buk betructl~~.g 1t to recein thie cold. !M 
'lreanry authorhe4 the rederal leaern lluk to aake thh trauter. 

The rederal Reaern lluk of Hew York reporte4 thet the followi~~.g cold ah1P­
•nh ware beillg conaiped to 1t1 

$ 2,284,000 froa Sw1tzerlall4, ahippe4 b;r the Swha lfational lluk, to be eeraarb4 
· for ita account, 

l,o64,ooo fro• Mexico, ehipped b;r the Baak of Mazico, ~o be earaarke4 for ita 
.,.....,,.....,.,.,.,..-:-;::-::- &cCOUII.t • 
• 3.348,000 Total 

1'he State Deport.nt forwarded to ua cable• atati11.g that the followi~~e pl4 
ah1p•nta would be Jllldel 

$ 9,034,000 fro• Swe4en, repreaentillg two ah1p•nta b;r the Bank of S..den, for ita 
own accoUII.t, to the lederal lleaern Balik of Hew York, the d1epodt1on 
of which h Ull.known at the preeent Uae. 

3,523,000 froa Swi.tserlUid, ehipped b;r the Swin Baak Corporation, Zurich, ~o 
the Swha Balik Corporation, lin York. 

JO,OOO fro• Jtqlu4, ah1pped b;r the v .. ta1uter Balik, London, to the Claarant;r 
i'rust 0ollp&ll7, llew York • 

... ,12=-,-:::5787;-,-.:ooo= !l'otal. .. 
!l'be laat two ahipMnta lie ted allen will be eol.d to tb8 tJ, S. Aaaq Office at lfew 
York, 

Ia a report froa the lederal a. .. n• Bank of lfew Yozlt ahowi~~e ~oai te for 
acCOUII.t of Aaia u repor~ed b7 the Hew York a&enciea of J~~pane .. b&llks on March 27, 
auch depodte totale4 t112,136,000, an 1Dcreaae of $952,000 eince the lut repor~ 
u of March 20. ot ~h1• .-o~mt , $28,045,000 repre .. aW depoaib with the Yoll:obaaa 
Specie Bank b;r ita brancbu 1n Ohlna. !l'he o...erdratt oa ~he booke of the· Yoll:ohaaa 
Specie Bank in Hew York for acoOUDt of ita head office in J~~pa wu .84,668,000, 
an incr ... e of $5,389,000 dDOe IC&rch 20. 

!l'he ~abq ailnr quo-Uoa worb4 ou~ to ~he equiftlen~ of 39.66/, a deer ... • 
of 5/161 fro• Sa~'• rate. 

CONF1DEN.TIAL 
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Ia t.oadoa, the prlo. flh4 for epot d1"n wu 'CUICbupcl at 20-7/164. !1M 
forvari quotaUon wu abo 20-7/164, repr .. atlac a 4ecllu of l/164. !1M u. a. 
equhale11h were 32· 701 &114 32.511. · 

lfaa4T an4 llaraP'• eeUleMd prlce for fonlp dhu wu uohaace4 at 3~3/'141 . 
The fr•..ui'T'• purcbaee prlce for forelcn el1-..r wu &leo '1111Cbance4 a• 351· 

Ve -.4• •n•t- pu"Cha ... of dl"'n totallnc 2,52e,ooo OUIIOee 1UIIl.ar tbe 
Sllnr Plu'cha .. Act. ot thh .-ut, 113,000 O'IIIICee repr .. ellt.l eal .. froa 
lnn11to17 &114 the r~lllac 2,~15,000 couhte4 of IIW pi'Odnctioll froa forelcn 
eounuhe, for forvari 4ellftl'7· 

CON F IDENTIAL 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

11r. Purvis called me this morning and stated that he 11&8 ve:ry anxious to 
get in touch with the Secreta:ry on a matter of the utmost secrecy, and at 
11\Y suggestion he contacted the Secreta:ry through the board at the Treaau:ry. 

He called me again about 3:~ this afternoon, stating that he had tal.ked 
with the Secreta:ry and that 1lha. t he waa going to aq waa of the utmos t 
s ecrecy, He then informed me that the Sup~ Milita:ry CouncU had approwd 
of the placing in this country of an order for airplanes and that autborit;r 
had been given the Anglo-French Purchasing Board to consummate euch contracts 
as were necessary to provide for the number and types of planes llhich t.hey" 
feel. will be made avail.abl.e to the. 

He particul.arly inquired concerning. the status of the rel.eases 1lh.tch had been 
previously requested. He was informed that the utter of releasee on all. the 
items asked for was not before the Arnt:r Navy llunitions Board and that, fraa 
information avail.abl.e, it appeared as though action on them would be had at 
the earliest possible moment. He again stressed the wish of the Anglo-French 
Purchasing Board that this matter be brought to a conclusion as soon as pos­
sible, and he 11&8 informed that everything that could be done was being done 
to effect this result, 

He also stated in the course of hie conversation that in the cable llhich he 
recei-ved this morning it waa stated that the efforts that have been and are 
being made by the Treasury to assist them are deeply appreciated, and he in­
dicated that he personall,y was thorollgbl,y cognizant of the difficultiee that 
had been encountered in trying to effect the releasaa the Board desired. 

In conversation with the Secreta:ry this morning he infomed • that lolr. PIJrvU 
had also advised h:lJn that they had uercised an option for 4, 000 PB enginea, 
as -.ell as 2D Consolidated boats. 

Regraded Uclassified



TREASURY DEPARTMENT 

11;y dear llr. Seoretarya 

PROCUREMENT DIVISION 

WASHINGTON 

.f.pl'il l . 184.0 

There 1a &ttaohed her ..to & ••ore.ndua oanoerniJI« & Tiai t -de thia aorniJI« 
b7 the Belgian .f.mb&u&dor with raterenoe to the proour•ent of 4.0 plirauit 
ahipa . 

S&turda¥ &tter tranaaitting the l..thr tor the pouoh. I tiDally reaohad 
!>ener&l W&taon and deliTered your aeaa&ge. &nd thie JDOJ'Ding I h&d a talk 
with (7aner&l Bratt oanoarniJI« the oper&tion ot the adm1n1atr&tbe polio;r. 
Be haa proaiaed to g..t to - today ao 1111oh ot the prooadure &a o"""erna 
the oont&ota of foreigner a with both the Lid eon COIIIIIi ttee &nd repreaen• 
tati na of the War and li&T)' Dep&rtlllenta. He intomed ae that all ot the 
det&ila pert&inill« to the iDt;r&• departiiiJont&l handling of requeata han not 
been tiD&ll;r deoided• but with the -ohiner;y a..t up tor oont&ota of both 
tonign repr eaent&tbea &nd aaahera ot the &Ti&tion induatr;y I do not r .. l 
there should be ~ delay in prooeaaing an;y -thra whioh -y oOIUI before 
ua. 

I han an &ppointaent. -de b7 the State Department. to reoebe the lliniater 
of Ir&q tor a diaouaaion of planea whioh it ia underatood they daaire to 
puroh&ae. 

In oon:nrution with Gcer&l Brett thia IIOOJ'Ding oanoerniJI« ;your Tiait to 
Wright Field he intonled - that he 1a leaTing here Tlmraday and will be 
at Wright Field throut;h Saturcbr,y . In taot. S&turd&y beiJI« J.nD,y o.;r. he 1a 
•lr1ng & broadoaat tr .. that pl&oe. &nd he add th&t it I oould get to Ilia 
by Tlmraday intonl&tion oonoerning ;rour propoaed Tiait • ahould you deoida 
to go there - he ahould be aoat happy to aee you. He nen auggeatad that 
it ;you deairad he would be Tory happy to put you on: the &ir. 

With ldJLcleat peraonal regard&• 

Sinoer el;y ;your •• 

Honor&ble llar;y lforgenth&u. .Jr. 
The Seoret&r;y ot the 1'r 011.8UJ7 

16 
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TREASURY DEPARTMENT 
I'ROCURIIMDfT DMIION 

WASHINGTON 

April l , lUO 

Thb aorniDf; 11. Georr; .. !heomb, .&abauo.clor Bxtro.orcliDar:r 1.Jo Speoial llhdOil 
rrc:a th• B•lcim Gon,.,...,t, oall-.1 upcm Ce.pto.i.Jo Collina, o.ooc:apont-.1 b)' 

11 

11. Robart L. Orooj..n, .lttaoha to tha Balciu lloODc:aio llboi011, o.Jid Liaut-.at 
11. clePrat, o.llo OCIIIDO.Ot-.1 with tha 111u1011o 

Tbe Allbuoo.clor ato.t-.1 that hb Gon,.._t b anxioua to obto.i.Jo to a1.J>cle-a•te.r 
purauit plane• with o. ape-.1 or ~75 to toO aile• an hour, to be clelber-.1 o.t the 
lo.teot by tha beet""'"!: or llltl. Liwt-..t claPrat cleola r-.1 tho.t th~ wra 
po.rtioulo.rl)< iDto.raot-.1 1D tho Curtiu P..to t.Dd tha Ball .liro.oobro.. Ha aa14 
that the 111111011 obtaiD-.1 paraiaaion o.ncl ho.cl o.lrao.~ oonto.otecl the Curtiu• 
Wri~;ht Corporo.tion o.ncl tho Vultee Airoro.rt, Ino., but tho. repraaento.t1Te1 or 
the Bell Ai roro.rt Corporation ho.cl not o.a yat been i.JoterY1ned, 

Thh afternoon latter clo.t-.1 Varoh &Oth rroa 11. Theunie requeat1.J>c peraiuion 
to nep;otio.te with the Bell Airoro.rt Corpore.tion -• raoeincl t.Dd into~tion 
prCIIIPtly tranaitt-.1 to the We.r Depe.rtaant. Mr. Bell, who ia 1D 11'uh1.Jocton, 
h81 o.loo til-.1 o. latter, o.ncl the We.r Depo.rta.t hal prcaia-.1 o.oticm 011 it toclo.y 
1D orcler tbe.t he -.:r oonto.ot the B•lcio.na. 
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Daniel 1·1 . 
Bell : 

H. M. Jr: 

B: 

H. J.: . J.r : 

B: 

H.'·' . Jr: 

B: 

B: 

B: 

H. ~-i .Jr: 

13 : 

H,I·!. Jr: 

B: 

H.!• . Jr: 

Am I on the loudspeaker! 

Yea, s1r. 

Anr11 1, 19~ 
9 1 3~ a.m. 

Now, Dan, I - - r eally , I ' m unset . They tell me · 
t hat Herbert Fete called up a t four o ' clock on 
Sunday and wanted to t alk t o the Acting Secretary 
of t he Treasury •• •• •• • 

Yeah. 

18 

•••• • . a nd t he only person t hat he could get was 
Hunt1n~ton Cairns. !lou that's not right. I t hought 
Sulliven was goin~ to be on hand. 

Sullivan was 1n tolm. 

~/ell , he couldn' t get h i m. 

(Aside : 1·/here ~rere you'l) 

I mean, in t he.se times •••... 

Wait a minute • 

••• • • • t o have nobody 1n town ••• ••• 

Well , Sullivan was in town and he came down town 
and called -- (Aside: Who did you call, Feist) 
he oalled Feis and Feis in the meantime had called 
Cairns. 

Oh. .. 
He did try t o get in t ouch with him. 

Let me t alk to Sulliva n. 

o.x. 
Please. 

(Mr. Bu111van takes t he nhone.) 
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John 
5ul l1 van: 

H. H. Jr: 

5: 

5: 

H. T'.Jr: 

5 : 

l-f . '" .Jr: 

5 : 

P. . M. Jr: 

5 : 

H, M,Jr: 

5: 

H. '.< .Jr: 

Bell : 

- 2 -

Good morni ng, ~lr . Secr etary. 

Hello , John • . What happened yesterday? 

Well , yesterday afternoon around tour o 1 el ook I 
drove some :oeonle down to~tn, left them down t own, 
got back to the house , and got word to call the 
Treasury. 

Yes . 

I t1as putt1n8 an uncle of mi ne on the four o 1 olook 
tr~in. I go t back t o t he house about half pest 
tour, called Treasury and they sai d t hat Dr. Feis 
had oalled, end I sa i d , •well , I ' d like to talk to 
him. • And she said, 1 \·lell , h e has alr eady talked 
with l!r . Cairns . I ' ll P'et lfr . Cairns for you. • 
And t hen I talked ttith Hr. Cairns . · · 

~/ell , I mean, tor t he operator to tell them tha t 
Cairns is Acting Secretary of the Treasury is 
r idiculou s . 

\/ell , I don't kno~t tlhether t he o):>erator di d or no t . 

Yeah, she did. \·/ell , what was it all a bout? 

19 

It wes all about the -- the exchange rate . I under­
stood froo ~r. Cairns t het they were :ore:oared to 
issue somethin~ t his norn1ng and Fe1s wanted to 
have t ha t delayed, tor another two weeks. 

~/ell , who the hell is Hrr bert Feis to aek us to 
delay something for tt1o tteeks . 

That 1 s .Just 11hat I t tas tryi ng t o f i nd out , Dan has 
the whole story, eir. 

\/ell, s upposing . • •... 

Yes , s i r , here he is right here . 

Right , 

You will recall that I talked to you last week about 
thes e offi cial an" tree rates that were cooi ng a.long 
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B: 

H. " . Jr: 

B: 

u.M.Jr: 

'!!\ : 

~. '' . Jr: 

B: 

u.r• .Jr: 

B: 

H. ,' . Jr : 

B: 

H.H.Jr: 

B: 

• 

20 

- 3 -

on wh1oh we might have to 1Reue a T. D. 

Yeah. ' 

Friday we sent over a ~e,orandu~ to Fe1s •••..•• 

Well , Dan, Just - - am I mnkln~ a reoordt 

Yes , sir. 

Good. 

Cairns sent a memorandum to Fe1e on Friday norn1ng . 

Yeo . 

And he said he had ~hown 1t -- he was going to show 
1t to Secretary ?ull and t hat Hull might see the 
?resident around noon , ann he mi~ht even d i seuse 
t he matter a t Cabinet . 

Yeah. 

But en~fay 1! we didn ' t hear from him by-- (As ide: 
\las 1 t Friday n1 te?} Friday evE>ning cr eonetime 
Sa t urday !'1ornin.,. , ~Illy 1 t would be all right tor us 
to issue the T .D. 1 s on llonday. 

Yeah. 

I went t o Cabinet and Hull said nothing about 1t 
eo I didn 't raise the ques tion and tie are prepo.red 
1·1ere prepared to issue those T. D. ' e this morning. 
Yesterday, of course, Feie calla up a nd asked for 
a delay of two weeks and he said he understood tha t 
the President was sending me a note not to issue any 
T. D. 1 e on the eltchange rates . Noti, I haven't re­
ceived t he note yet but I think someti me this morn­
ing we 1 ve got to go see Secretary Hull • • 
That's the answer. 

Because we ' ve got to 1eeue something, Yeah, I think 
1t ought to be done today • 

• 
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•... .. . . on Fe1• ' part . How . . . .. . . 

Well , he ' s bPen a little vacillating I should eay. 
One day he ' s hot and the next day be ' s cold. We 
don ' t know juet where be stands. 

~1ell , how !'!UOh notice did Mr. Hull have that we 
wanted to do this' 

\·/ell, I don• t know when l~r . Hull - - whether he 
actually knew but certainly the State Department 
has kno•m tor ten days . 

21 

11ell , you see 1t 1 s typical. or the State De;oe.rtment. 
We ~1ve t hem ~le notice and then they walt until 
the last minute and t hey nut us on the spot. 

Cairns so.1t'l to be exact the 23r d of !'arch 1s When 
they got the notice . 

And I -- Herbert Fe1s 1e -- is nobody, and unless 
Hr . Hull asks me in writing not to do it , I want 
to go ahead and do it . 

Well I think we 1 ve got to issue this T. D. that 
directs the Customs -- the Collector of the Customs 
to apply the official. r a t e , and then ''e can ••.•.• 

I do too , and if I say tha t -- that this -- Feis 
spoke to the Acting Secretary of t he Treasury on 
~unday, Who was l~r. Cairns·, and asked them not to, 
where does it leave me' 

Well, he couldn 't ask tor it. 

WhaU 

He couldn ' t ask for a delay of more than a day. 

\t'lell •• . ...• 

There wasn't anything to come out until noon today. 

~/han 
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There ~raon • t nnvth1n~ to come out unt il noon t oday. 
11e hooe t o 18sue i t a t twelve o ' clock today. 

'ielt , it ' s <J.~r legal duty to do it , 1sn 1 t 1t? 

Well , 1t 1 s our legal dut y to protect t he revenue. 

\·,'ell • •. ... 

And the way to ~rotect the revenue is to is~ue the 
T. D. authori zi ng t he uee of the rate -- offi cial 
rate , an~ then authorizinff t he Collector not to 
11quido.te t he entr y so tha t if tte deci de later to 
issue -- uee t he f ree r ate , why then we can r efund 
t he differE-nce . 

1/ell , I "on' t - - I "!lel'n, this tt:in;r of making -- of 
c:v '0 olio e oowera a ::mttor of nego t!at!on , I' ve 
never stood fo~ it, and t he State De~rtment always 
1-1ants to do that and if we follo1·1ed them and t hen 
"there tt a s the State Deoartment on this silver 
legislation? They ' ll ne ver back YOU up oubliol y , 

'i'hn t 1 o rl t1'h t . 

I nean , ltould they help "te out ~1hen I had to go up 
on the Hill nne take it? They would not . 

No , end you ' l l have to t ake this too. 

Par don? 

You ' ll have to take t h i s too , because i t' s your duty • 
• l'lel , I want to go throurn with it . 

\·fell , we 1 re going_~. t her o t hin ~.orning or wai t 
until we get tre ~ent 1 o not e first end see 
what i t says . 

I s Huntington ther e? 

Yes , be ' o sit t i ng here list ening. 

Could I talk to him Just a moment? 
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Yes . 

(Huntington Cairns takPe the phone . ) 

Hello . 

Hunting ton. 

Yes, l 1r. Secretary. 

Pave I any choice in t r ia ~atter? 

• 

Not i n the long r un. This Treasury Deoision tha t 
ve 1 re issuing t his nornin~ is a purely stop-gap 
deci sion, a tentative decision t hat does not co~it 
anyone t o anything. 

Yeah . 

It ' s a notice to Collectors to coll ect estimated 
duties a t the official r a t e a nd to suspend l iquida­
tion. Nov;, if t he President says, "Don't issue 
t his , • I s u'Opose ~re mi gh t find some way a r ound it. 
1·1 e '~ouldn 1 t bo ...... 

\lel.l , t!le President hee never told us not to carry 
out our duty. 

Not in my experience . 

Not in my exnerienoe, he hasn 't. 

23 

No . I t means t hat t his is so~e wqim of Herbert Feis•. 

I think that Feie misled Secretar y Hull. 

Oh . 

And I told h i m yesterday aftern.oon. I said, •This 
is a purely stop-gap decision. • It means that the 
importers won' t get t he goods and t1e don't have the 
warehouse space to hold up • •••.• 

Just a moment . (Talked as ide . ) 
What 1 e that, Huntingtont 
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The iooorter is entitled to ria goods and we have 
to collect the duty at soMe rate . We are takin~ 
the rPte that nrotecte the Treasury and ~ie are -
doinq it i n a form t hat nrotects the imoorter. 
He ' ll get a refund. 1f tre change our ninde later . 

\·/ell, I -- it 1 s so t ypical of Fei s . I mean , he 
may have o1sled or so~ethin~ or other. 

\/ell , he suggested tthcn I told hi !II wba t I rea1ly 
thout"ht, he said, ·~lell , per haps J.!r. Bell oil'lht 
see the President this ~ornin~ and clear it up.• 

\iell, Why bother the President. The President 
99 chPnces out of 100 doesn ' t know a t hing about 
it . 

And I suspect 1~ . Hull doesn ' t have the full story. 

Pardon? 

24 

I susoect tha t llr. Hull docs not have t he full story. 

Ho , I think tbnt Bell and vou better go over there. 
I don't su~~se Basil Harris is in town . 

No , Ed will be here 1n & fet: n inutes . I -- I exolained 
it to hio last night on the tele~hone. 

\Tell , I ' ll talk to Dan a~o.!n . 

All right, sir. 

(Hr . Bell t akes the nhone . ) 

Yes? 

Dan •.. • .. 

Yes , sir. 

When you go over you ' ll take Huntington w~th you? 

Yes, I will . 

\'fhaU 
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Yes , air. 

And anybody else that you want. 

All right. I don't think we'll have any difficulty 
after we talk to ?.rr . Hull. 

And . . ... . 

As Huntington says ws don't teal t hat he has the 
tull story. 

\Tell, 1! -- 1! I don't hear !ron you I ' ll take 1t 
for granted that 1t1 s goin~ out a t noon . 

All ri~ht. \1e 1ll . ..... . 

If you have any trouble call ne, how' s that? 

1·1e ' l1 let :vou -- tle 1ll let :vou know an~ay hotl 1t 
come B out, but 1~e haven 1 t o.nt1c1pa ted 1·1e 1 re going 
to have a lot of trouble ~11th him - maybe a 11 ttle 
talk but not a lot of trouble. 

All r1 ht . How, ....... 

We ' ve qot Sulli van, Cochran, Haae and Tbom~son here . 

~lell , the !)Oint tret I want to sa:v is that I am not 
satisfied With the explanations Which I am getting 
on the tree ;.>ound. See? 

Yes . 

And I asked last night Randolph Burgess to find out 
what the customers or the banks are doing who have 
to either sell or buy from Englend from the •tand­
polnt or the United States citi&en, ls 1t good or 
bad. 

Um- hm. 

I got thls memorandum from Xnoke and -- whioh is 
largely is lt good or bad from the etandpoint or 
the British , which I am not interested in. And 
Burgees said he would oall me back. 

25 
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I see . 

ToniP')' t. 

!<erle h ro cui t e 1\ lon .. onble rer e the t O""'e in late 
Saturdnv even1nP' , 'fe ar i d he ttould like to read 
~art of 1t to you. 

1/ell , h e onn send 1 t do~:n by mail. 

I t onme through the Rrit1nh E"'be ssy. It 'o oom~ of 
t he infor"'otion , I believe moot of t he informat i on 
t hP t :vou nnlted h il'l t o onble for. 

All right, I'll listen Hhrn -- but I want to talk 
to you ant" Sullivan P nl. nu te. \/hen ! ~et t hrough 
~11th tha t-- but I -- I' ll listen, but I -- no o ne 
is ~iv1n~ ~e -- I ' n uo1nr t o pet thiS eveninu the 
eXT>lnnetion fro:-~ t he &tllndnoint of a nan tlho is 1n 
tho 1m,..,ort or exnort buA1neso . 

TTm-hn. 

I ME'Im , 1e he be!n"" hurt. 

! see . 

And thnt 1 o whe t I' n interested in. So • •••••• 

IA t he r e anythin~ vou ttant us t o do here? 

':Tell , t he th 1n~r t hll t ! hnd 1n r.1 ind t ha t you 1'11P'ht 
b e th1nk1nq over 1s t he noos1bil1ty of asking Aroh1e 
Loohhend t o trke e day o r two off and ~ and see eome 
o f t he o t her banks or so"'e o f t he oustoners and find 
out hou the 1:nl)crter s end e x,>ort!'ra P.re tartag . 

All r1-ht . 

See? 

Yeah. 

Archie would be as ~ood ~ nernon a s I know t o find 
out. 
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Yea , I t hink he c~~ ~1ve ue a ~od ~e~orandun on 
t hllt . 

ilba t ' a th.P. t? 

I think he ern ~1ve ue a ~ood ~e~oranduM on t hrt . 

I thlnlt you mi'l'ht call hl~ un Pnd t en h11'1 lte •ve 
cover ed tho N11 t tonPl C1t~' - - oh, yes , p. nt'l. ! t ol d 
h i m nloo t o cnll up J ay Cr nne , Bur~ess. 

~/ell , BUrj70SS ••..... 

So bv t oni.-ht I ' 11 kno~1 Whn t J ay Cra!le thi nks and 
also t lte ~:at • onel C 1 ty . 

But 1t' ,Archie could t e.ke a day or t~ro orr and go 
arount'l , nnd yo•J co•Jld t ell h11!1' thl' t any nlo.cc he 
~rantn to o:o tbe t vou could cnll un en<i ~i ve h i m 

27 

the ruthor1tv , 11~e t he Vi ce President of t ho Chase 
or any -.lp oe 1 '.lte t hP t . 

All r1 "'ht . 

I nean, i t he wen ted to <"0 and see three or 
frur '>eo..,le . 'lut ~mat l'n int e r ested 1n is if I ' m 
an 1nnorter or eJroOrter 1n llew vorl< and was doin~r 
bue 1neso "ith En15land ho11 <\oeo thl s f r ee oound 
a ffect oc , you see? 

Tlm-hm. I ~et 1 t . 

Dan'? 

Yeah. 

That's the best answer. 

11e' ll ge t oonet hi ng on t hat . 

Yeah . !low, on the revenue s t uff does Sul 1.1van 
want to t o.l k to me about tha t'? 

Yes . Just a coment . 
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Yes , Hr. Secretar y. 

John, you 1re all right on t his ~oin~ out. I don ' t 
know tlhy -- the oryer ator said thPt they tried to 
get ~ou end c ouldn' t ~et you, but after all t o be 
ou t of t ouch for a hRlf an hour or an hour is 
noth!nl". 

I -- Nell , an a "latter of fnct the nurs e li t the 
house t old them t ha t I had I"'ne do~m to the t r nin 
a ncl would be back not lat er thPn half "ast f our . 
I .,.o t be.o t about n1enty n tnuten "las t f our . 

\:ell , un:.\o•Jbtedlv Feis nunt hPve been very unret>non­
able . 

Hell , it -- it d1dn 1.t !:W'~e sense t o -,e a t the t1"1e, 
a.'ld rny oonvcr sst1on ~11th ''r. Cnirns rzp.ve "le t he 
1r.nrese1.'m tr9 t Feis felt thP. t 1t' 1·:e delayed th1s 
t h1nl" it n17ht rz!ve h 1"1 RO"loth1n~ t o han~ h is ha t 
on t o ~ot \ tB t o chanP"e our ')OBit ion later on . 

I see . 

It -- I wna abnolutely cold on it , not f a"1111r r 
lo'!th 1t , bnt I ooot a d1st1not 1m'>ress1~n thrt he 
<1as j ockcy1n.,. r nd 'll:meuver!n.,. for a "llS! t l on. 

t:ell , he • s "''od at t hat . 

The total r evenue collections 
noon fo r t he - - for the Month 
mi llion . 

That ' s r 11lht . 

throu~h Sat urday 
of !-lar ch v1a s 659 • 

And how nuch did we expe ct to take in? 

\-tell , we ~t 427 l ast yeer. 

Yeah , b ut Whn t were our estimat es for this year? 

Our e•t1mate 560. 

.. 
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How muoh' 

And );e t ook 1n? 

659 . 109 mor e than t he estimate . 

Very n1oe. 

Yce.h. 

Nou, you ' re hav1n~r an analysis today? 

Hello? 

You•re ro1nF to have an rnalva1s of those rece1~ts' 

YeRh , I think they Will be 1n t omorrow. 

To morro~; . 

Do you ~rant me to :;>hone them to you? 

tlell , I 1 11 call un a3a1n about thi s time tooorrow. 

All ri~ht , s1r. I'll ~ve the~ ready for you. 

Ia Haas ltork1n~ on thoao'l 

They haven't ye t gotten her o, sir. 

Oh, 

They were Wired - - they a re in t he process of bein~ 
wired in todav. 

Oh, I eee . Then I 
I can talk. 

I -- when I call ury tomorrow. 

Yea , air. \fe 1ll have that all ready for you • 

o. "· 
How' s tha weather' 

Beaut iful today, • 
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Good. 

Nho? 

Henr~ Mann 1s oom1n~ down today, 

Henr~ ''ann. 

Who 1s he? 

Bro~>"!l Harriman. 

I don' t know h1m . 

30 

\'Tell , he's an Interna tiona l Bank fellow, a fomer 
friend and associate or sunnorter of R1tler end 
Goer!~ end t hPt cro\~d . 

And acoordlnr: t o ~our f riend Stett1niu s 1s the 
best of the bunch . Absolu t ely in on t he inside . 

Really. 

He ' s poin(' t o have l unch w1th ne. 

Good. 

I oigbt nride myself on t h1s free ~und business 
and get hle reaction 1f vou went. Shall I' 

Sure . 

R1ghto . R1ghto . 

Now oan I t a lk to Cochra n, olease? 

Yes, s1r, 

(Hr. Cochran takes , hone . ) • Hello, Y~. Secretary, 

Hello, llsrle. 

You remember on Sa turday ybu told me that you pre­
ferred tha t any 1nou1r1ee on the tree pound be 
kept between ue and the Br1 t1eh El!lbaeey. 

• 
Regraded Uclassified



H . ' ~ . Jr : 

C: 

~ . H . Jr: 

0 : 

t.l' • .. - • . . . . . , r. 

C: 

t.: . ' ' .Jr: 

0: 

C: 

• - 14 -

Yenh. 

1:e11 , a t ~ C'uarter to one Sa t urday r~ornin"l" Opie, 
the F1nano1nl Attache who is r~rylacin~ Pinsent 
te~norarily, ~honec ~e thPt he had a nessaqe for 
you f r on the Chancellor of the Exche~uer • ....• 

Yeah. 

.....•. on stC'rl1ng . Aeke<'l 11' I traa !7e ttinr; it 
soon. I told him Jus t -- ~t t he earliest nos­
Bible hour eo he brou~ht it by f t six o ' clock 
Saturday ni ~>"ht and when he 'Jhoned me he sa1d 
t ht> t 11' ue hPd any ot her ouPstions he ' d be ~rlt>d 
to discus s t hem with us a nd take the'!! un with 
London if necessary. 

Yenh . 

So a f t e r hrv1n~ the t ~eeaa~e I called the Sta te 
DeryArtment Pnd L1 veeey and FP1B had both p-one but; 
!11ss Davis, the secret ar y , told me that th~ t cable , 
of l·lhich I nuot ed a draft t o you , ...•. 

And tlhioh I r ead • 

• ••.•• yen , had not c-one out , so I told her to hold 
1t uo. 

Yeah . 

So t hat ' s the ~ray it standr, no~r . I ha ve t h1S 
message , ~m1ch ie ra t her a good exnlanat1on and 
I thinl{ ue out>ht to show it .t o the State Denart­
men t eventually. And I t h1 nl< ~re could take any 
questions tbat we have t o Op1e r a ther than let him 
come 1n here . 

Yeah. 

And Glasser , 1n ~arry 1 s absence , told me this 
norning t hat he was oomp111ng a list of ~est1ons . 

Yeah . 

• 
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So I don ' t think you want ~e to read this t o you 
now, bu t if vou do it ' s .•...•. 

Row lon~>; is it? 

It ' s r little over a ~a~e . 

Yep~ , I' d 1i ke t o hear it. 

All r1 <>'ht. It ' s -- t his ts i t : 

"The follo~rin.,. 1s the substance of a telegrr>r.t • • •.• • 

A little louder. 

32 

"The follollin.,. "is the substance of a telegram 
r ece1 ved todny e=r essin,. the views of His !'ajesty' s 
Govern~ent on t~e reasons for ahd the significance 
of the fall i n the dollar s t erlinl'P r e te in t he free 
:<arkot in New York end on t he criticism l·lhich that 
f'Pll hrs invoked . The only ?r acticPbl e correotives 
thfl t coul~ be undert~ken t o nr event the fall in t ho 
r a t e ~re : one , d irect intervention in sunnort of 
the r a t e , thus ryrovidin.,. pn of~io1al de~and for 
sterl1n~ on which the ,ar ket oou1d r ely; and two , 
l'leasures designed to lin1t th,. !lutmly of sterling 
by 1m~obilizin~ sterlin~ held by neutra ls . Aot ton 
of the t1 r a t kind would be t o give a~1ay ~:i t h our 
left hand reserves of fore1CI"Il exohan"'e ~lhioh 1·1e 
are try inn- to conserve 1'11 th our riqht. The second 
course would not only ~rejudioe the I nternat ional 
status of sterlinn- as P currency , but it would also 
serio•uJly nenalize· '"ill1nB holders of ster l inQ; for 
the sake of nreventi no; n Wi thdr£mal of balances no~: 
in forei~ hands . Ther e 1s no Si 7 n at nr esent of 
P.ny "laBS Wi t hdr al•tals and t hl' volume Of sales in t he 
fre e mar!tot recounts for only P snal l fre.ction ·or 
the total transactions 1n sterling. 
1The fall in sterli ng is mainly due to our nr esent 
neasures of exoort control Which have the effect 
ot reducing the demand for tree eterl1n~ and of 
i ncr easing the :or oportion of our exr>or ts Which can 
be used to pay tor i mports . The effect of lower­
in~ t he rate is na t ural and was eX"Oected . tlhat 
we have done 111 t o s trengthen our exchange contr ol 
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and it would be a travesty to say that by so doing 
we are deliberately depreointing our currency. 
On the contrary, weakness in sterling due to the 
erratic ~rket abroad is the natural corollary 
of an efficient control over exchanPe transactions 
and it MUst be expected thnt despite the effects 
u~on t he rate for free sterl ing we s:tall oont1nue 
to strengt hen and extend our control in t his and 
other ways . Criticism which asserts t hat t he fall 
in the r a te is damaging to our pr estige is due to 
the f nilure to aunreciate that the market and the 
r a te are domina ted by the official transacti ons and 
t hat t he free markets deal only with a small ovPr­
flolr wh1oh we are concerm>d t o diminish but not to 
oanagc . 

"The r elative unicportanoe of t he moveoents in t he 
free sterling rate is de~onstrated by t he advance 
of t he quot ations from t he low ryoint of 344 to 360 
while this t elegram tras beinl<' drafted . The t h inner 
the ~rket t he lar ger t he fluctuat ions are likely 
to be . • 

That is dnted Harch 30th. 

\lell, I s t ill am of a suspicious nature and I st1ll 
want to make the inouir i es i n New York thPt I 
suggested maki ng. 

Right. 

And I ' d like Mr. Bell , when he goe!J over to l!r. Hull , 
to give him a copy of t h is telegram this morning. 

Yes , sir. 

And also I ' d like Mr. Bell to send over a copy of 
that message to the President . 

That is a cony of t hat message to • •••• • 

I want a oouy of the message you just read me , one 
oopy to the President and one to \fr. Hull. 

Right , 

This oorniw. 
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Yes, sir. 

Sut I 1n otill sue9icioue. 

All riP'ht . 

And until ny suspicions are proved incorrect why 
I ~rant to 'teen lookin~?; into it . 

All r1rrht , o.nd I shan ' t make any appointment ~ri th 
Op1e for any furthe r discussion? 

\Tell , I tell vou ~that, 3.f Glasser ie "1-IOrltin&~: on 
some ouestions , let him put them in the·pouch and 
send the~ down to ne. 

Dol-'ll to you , all ri:rbt. 

He ou"ht to be able to ~et out something by tonight 
and let him send thew down . 

All ri P"ht . 

I ' d like to look at the.., beca•Jse I ' m interested in 
t his mveelf . It nay be -- it "lO.Y be that they're 
sincere but it ' s my job to-- to eee whether they 
are or whether they are not. 

Surely. \/ell then .. ·e •n l'"ive this to the President 
and the Secretary th1e "lorning; send you the ques­
tions t hP t Glaeser drawn up , and then hold up any­
t h ing until 1~e -- until you hear from the business 
concerns . 

\·Fe ll , I ' ll kno•r by toni~ht who.t Randolph Bur ge liS 
t ells oe or whatever Archie Lochhead could find 
out in a day or so , we'd know what the effect is 
on the Vew vork i mporter and exnorter. 

Yes, air. 

How eerioud it is . 

Yes , air. 

Burgee• told me that he had heard consi derable 
com;>lsinte from the textile peo9le . 

34 

.. 
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I see. 

On t his -- along t his line. 

Yes. 

But you have to go into it further . And-- anything 
else' 

No, sir. Sterlin~ is a 11ttle stronger this morn­
ing a t Amsterdam , but t here ' s nothing else here. 

0. K. 

All riPht , sir. 

If YOU pleaSE' , 

Here ' s Den. Do you want to speak ....• 

Do you e11.y you \·len ted Sul 1 i vnn a no. me? 

No , just Bel1 --whet her t herE' ' & anything else on 
your rn1 nil • . 

'lo , exoe:Pt this - you sre gotn~ to call tomorrow 
morn1n(3't 

l:ea . 

I 1 n due at Jones • conm1 ttee at ten o'clock, I think . 

Yes . 

So we ' ll have to leave herE' about a ouarter of ten . 

Well , I 1 11 call about a ousrt er past n!ne then. 

That 1ll be tine. 

I'll cell about nine fifteen . 

All right . We'll let you know what comes out ot 
th11 conference , with Secretary Hull . 
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\Tell , let 111e -- if you •re euooeesful -- hello? 

Yes . 

And the t hing is g9in~ out , don 't bother to oall 
-ne baok. 

All ri l"ht . 

But 1f you a re in any .difficulty oall me . Hott • o 
tha t? 

I tlill . 

And don 1 t you agree with '!1e thn t we ought to 
challenge , -nal<e sure tha t uhl\t the Engl ish are 
doin~ is not to our disadvantage? 

36 

\fell , I think 11e ou;rnt to t1nd out what•e behind i t, 
I think we mil"ht finci out t h11 t tthat t hey' re doing 
is to our disadva ntage, but 11hether ~Te Should t ake 
any action ttould b e anothe r question. 

1·1e1 1 , it ' s a ouestion of how Much to our disadvant age. 

That • s r ight . 
over t here and 
controlled. 

lfell • •••• . 

Afte r all we -- we do have a war 
sor.~e of tht'Be t hinffS can ' t be 

But I thi nit tte ou$lht to look into 1 t . I !lffi'Se with 
you, 

I think eo . 

All right. 

Anythi ng else' 

That •a all. 

Thank you. 

Goodbye. 
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• STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTIEIII 01'1'1CIE COMMUNICATION 

DAn Aprll 1, 19110 

l'ltOM Mr. Cocllraa 

Ill q •1101"'"1=• 4ah4 llaroll 29 I can ibe 4l'att of a ••-.ce 'llhloh ibll 
~Milt of Stah collt~e4 calllbc io ibe "-ri- ...._17 la Loa4oll 
1a npri to mo ahrUq. 

41 

Wiwll tho Socroilll'J' tolopboae4 • oil Satv4AI' IIOI'IliiiC, March 30, he ha4 
not :rot roa4 '6fT M110razub111 vhloh ha4 jut arTln4. fho Socrotlll'J' la4loate4, 
hownr, hla idaroat ln koopiiiC the 41acv.nloll of the ahrllac 4ollar rata 
vlthla the !r•nl'7'• Colltl'ol, preferalllT thrcqh ooanreaUou vlih iha 
llrlthh liuDclal J.Uache 1a YaohlJIC\on. Be aal4 he voal.4 I'M4 q -raa4• 
&D4 laetnci • fviher Oil Moa4aT IIOl'lllDco 

.lt 12t50 Sat-ar4q aooa Mr. Oph, vbo h n 'hUiulac f or Mr. Pla-t u 
:rt-lal -"tache 1a the llr1Uoh llllbaeq, hlophoae4 • ihat the :la'bu17 W. 
juat receln4 a cablocr- fro. theca.aoollor of the lb:cheqaor ooan71ac to 
Seorotlll'J' MorcuthA aa npluatloa· of tho 4ocllao 1a me ohrllJic. Ia 
re~poaoo to Mr. Opt•'• in¢1'7, I atate4 that the •ttor ha4 aatunll:y attrach4 
our attention, &D4 that I ohoul4 bo &lad. to reoeln tho •••ac- u acoa at poa­
alble. It wa acroo4, therefore, that Mr. Oph woul4 Pl'OJIU'O a -I'UIIba 
bue4 oa tho OlllllO&na &D4 voal.4 4eUnr 1t to •• at '6fT ret14oace at 6tl5 oa 
Satur4q entdac• Mr. Oph tol4 .. that lf attar roa41D& tho cable&na w 
ha4 wq fvihor ql&OOilollO 1a the prealaea, h.e voul4 be &lad. to 41eoue thllll 
vlth ua &D4 to cable Loa4oa for turlhor 1aatl'QCUoao 11' ll8CUAZ'7• llbaa 
Mr. Oph 4ellnre4 tho ••eace to • at 6t l5 he rane4 thlo offer. 

J.t 9•45 thlo IIOI'IlliiC I I'M4 to tho Becnilll'J' nor the tolophollo tho -
ru4ua u rece1ft4 troa Mr. Oph. Ill. aoool'4aoo with tho Soonilll'J'' • laatl"QQ: 
tiona I can oopiu of tho -ru.ma to '0'114or Secroilll'J' lloll, ou of -h 
oopltt to be teat to tho Proo14ont &a4 the other to be 4el1Tere4 to iho 
Secretar:y of Stab 'b7 Mr. llell, upoa nca tho latter -• to call at a'bcv.t 11 
o'clock thit IIOI'IllJic• I alto CI&TO a oop7 to Mr. Calm• &D4 ou oop7 to 
Mr. Gluur, 

SarUor thlo 110raiac Mr. Oluter ha4 l .atorM4 .. of Dr. Wb.Uo1t 4elln to 
4rav up a Uot of ql&OOtiou 1a ropr4 to eterllal for o&llllac to oar Ja!laoq 
la Loa4oa, J.tior talldJIC with iha Soonilll'J', I can Mr. Olaeoor a HJ17 of tbe 
lr1Uih •••-. u4 tol4 h1a to Pl'OJIU'O for Mll4lac to Socnilll'J' Xorpu~ ild.o 
athraooa nail qwoUoao M be hu la &1.1114. I rolll4 to h1a tho cablecn- 4rane4 
ill tho Stab l)epal'iHU, 

I han ll- hllphoae4 Mr. :Lintq, vlih nca I he4 MTftal Ue-dou lui 
welt la ropri to ehrllac, -.4 Wlo ha4 pl'OY14e4 • with ibe HJ17 of tbe Olllle­
IZ'UI 4l'ath4 '117 iho DopaHMu of ltato. 1 nr"tee4 to XI'. :L1••eo7 iha rooolpt 
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of tile teleplloae ••MP troll Ill'. Oplo ebonJ.T 'before 1 o1olooll: oa .. ,_,.. 
oora1DC· I o4Ao4 ilaa' apoa tatlhc to pt oo etoaUoa wl\h Ill'. Llneq 
ai 1 o'clock, I aKo4 Xln Dane of hh ottloo ta -n.u wllo\hor tile 

celllocraa IleA aotulJ.T loft iho liato J~os~an-•· 1lhoo Xlu Dane t.atomot 
• ibai tho ••MP 11M POi 'liMa etcu4, I ub4 ller to llol4 1i 1111 •Ul 
M~. proaht.ac thM I Wftl4 to~ llr. Lboeq to uplalll ., anl• oa 
Moll4q •l'lliDC• 

Yboll I apoko wlih Ill'. Lh .. q \hie •ralJIC, I e:lplalao4 lll 4oiall 1lla& 

ba4 hoppoao4 Oil llatu«q. I iOU Ilia \bat Ull4or loontaq Boll 11M paa '• 
••• Sooniaq Jlall ihh .. rahc u4 pJenno4 to 4ellnr h hla a CopT of tho 
-oruA1111 fra tho JrlUell. I racceeio4 tbat Mr. Lineq ••• \hie --
1'0114•. If the 8\ah D-.pari-t thea ba4 an¥ tunhor polah which thq 
4et1ro4 olaaro4 up wlth r .. poot to ihe JrlUeh e70Mnl'f rate, lao ehnl4 pa111 

thea on to ... iodaT lf ponl'ble, u4 I ~4 ban tM. pili tol'ftlwr wlih 
noll ~etlone aa- POT 4raw up here. !111• ldla ••.-4 aUnJ.T uoopia'ble 
to Mr. 1.1T .. •T• 

.. 

• 

42 
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J'or \lie ~oraUoa ot \hh ~\ 7f10Z 01 \ 

oa \lie to11oftllc h ~e\ota 

(1) !118 ~---\ bu II'M81n4 outUoUJIC ~­
Uoa troa oape\a\ -• .. \a\ (a) 15~ ot nr illpolrh tna 
•&]en' anna ,.\tle4 1a frM •••U.. aa4 (ll) 10~ llaft 
liMa eoU1e4 at. \lie ottlotal nt.o. 

(2) Ia new of \lie ooa\t.M4 u-• • trM n•U.. 
etaoo \lie llec:laatac ot o-hap ooa\rol U 1e 41tt1nl\ \o 
11114ere\aa4 ~a larp par\ ot _. illporh ebnl• lie pa14 
lfllt ta 4ollare or e\•1111& aoqulre4 a\ \lie otttotal ra\e. 

(3) n -· -- eacpet.e4 t.o \lie ~- ,., 
prior t.o the ordar of Jlarch 9 (J"'V ~ ot \la\ da\e) 
Br1Ueb llaake were nlut.aril.T UeooaractJIC t.ho 1an1oU. 
of e2;1orh troa bcJn" 1a e\G'UJIC aa4 -aractac \heir 
bwo1o1JIC 1a 4ollare. 

It (3) h cflltreot. 4o 7VIIl OlQieot. the oouh z,. ot 
\he pnoUcet · 
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I£B 

SEcrEtary of StatE, 

Washin~;~ton . 

Bl:>, A;>ril 1 , 7 p . m. 

PLAIN 

London 

DatEd April l , 1940 

REc 1d 3:23 P • m. 

FOR TR::ASUR! FJJ:lt.f JUTTE R>YORI'H. 

ThE Dritish financial yEar which closEd yEstErday 

• 

was onE eur ing whic h tilE budgEt was twicE rEvisEd after its 

ori[51nal announc m tnt in A, rn l~:.;s . It was a1 so thE third 

yEar of thE fiVE yEar rEan.HIJ"•lEnt p rog ram ina.~ratEd in 

Ap ril 1S3'/ wc"lEn t h E princ5.plE of mEEtill (S a part of thE 

a nnamtnt E::qn nditurE from borrow£<! funds was EstablishEd , 

t ;lE outbrEak of war occu rrEd two yEars and fivE months 

aftEr thE launc:rl.ns of thE fivE y Ear rearo8!:1Ent program 

and t hE fiuancial y Ear just EndEd includEd sEvEn months 

dur in3 r1hic~ GrEat i3ritain \?aa a t war. 

ThE yE"l r sll)\IEd an ordi nary d Efi c i t of 1.276 million 

aftEr the paymEn~ of L? million to sirucinc funds . In 

addit i on L4'32 was s~Ent from funds borrowEd undEr 

makina a total dEficit of • 767 . 7 

million, which was lEss by 1.170 . 4 million t han thE • 938 .1 

:n11lion EstimatEd in t h E war buclzEt o~•inz to r EvEnuE inoomE 

Of ~54 million in EXCESS Of EstvnatES and ET.pEnditurE lESS 
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1£8 - 2-#315, Prom London, ~ril 1 , 7 P• m. 

than t h E EStimatES by ~16 million, 

ThE total EX!lEndi turr: , inclU<.Ung 1.4\:2 million borrowEd 

undEr thE .)EfEl~CE Loans &ots was " 1 , 817 mill ion and thE 

total rEvEnuE l.l ,049 million . !!.':1E buoyancy of th£ 

rEvEnuE was :iuE chi Efly to customs which Y/ErE 1.22- 1/2 

million abovE EstimatEs , EXCJ.SE w~icl.l was :0.5 million 

abov £ , a u to:JobilE taxEs :0.1 5 million abovE and miscEllanEous 

rtcEip ts . ~irEct taxation rEturns wErE vEry closE to 

t J OSE EStimatEC i!l t~E Ylar budgEt , 

On tl'!E EJ'.::l En.i i turE sidE sup~ly •s.ErvicE s accountEd for 

Lll5 million lEss t han thE wa r budgEt EstimatEs (including 

EXpEm\i turE of funds borrowEd unci. Er t !l.E i>EfEncE Loans acts) 

whilE t h E cl Ebt char g Es plus t h E pa·;nnmts into &inlti ng funds 

EquallEd t hE 1.230 million Esti!natEd in thE war buda Et . 

ThEr E is howEVEr a blackout in t h E EX.>EnditurE figurES, 

no dEtails bEing givEn undEr thE lump sum for t h E supply 

SErVl.CES an~ h ErE thErE arE .nany conjEcturEs , such Ps thE 

rElatl.\TE a·nounts 3~>Ent for tllE dif.f£rEnt .fighting sErvicES 

an~ fo r social sErvicEs and civil air raiJ dEfEnCE or how 

f a r thzst •~inistriEs o.f Supply a nd Food havE madE purchasEs 

for wh J.cr. aunts wil l EvEntually b E rEcEivEd baclt in th£ 

fut.urE or how .far undEr varying arrangEmEnts th£ tradErs 

concErnEd art financing stocl<s . 

As will b E rtcallEd total EX? EnditurE was EstimatEd 

.. 
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in thE oricinol bu~grt for thE yrar at ~.323 million ot 

which 1.3CO .•illion wil11 to bE "borrowEd . By thE t1mE thE 

FinancE 3111 WO IJ ~ll8 11£U t his Ellti ~ntt hAd bEEn J'QiiiEd to 

~1,453 million of which 1.511 million was to bt borrowEd 

an~ on SE~t£rn~Er 27 thE r.ar bu~~t t announcEd a probablE 

EXJ.) EnditvrE of wl , 933 million or ... torE of which ];.930 

million or mort was to bt· mtt by !)orrowillGS undtr thE 

DEfEncE Leans nota , 

T-U.s stvtn r.tonth s of Indian swuEr of 3 r itillh wor 

47 

f inancE, rtftrt•Ed to in my /lo , 2050 of OctcbEr 17 , o p . m., 

v1as in ,art oa~I!Ec:l by t h t fact t !tnt tht TrEasury bill 

holo..lin3s of tht b:lnks anJ. t:lt monty mari:tt wtrl unusually 

low at t h E outbrEak of war bEcausE of t h t txohanc; t 

Equa lization account 's hEavy o:;>Erations but it is drnwing 

to c.n t oo anG. n c:lilly nut= o.nc:! a cold wintEr liE ahtnd. 

~E total floating dtbt now stand 11 nt ];,1,489 million . 
comparE~: l""ith J;.l,l -37 million a t thE. outbrEak of wo.r , thE 

ttndEr issuE o! Trtasury bills hav i1"18 inortai!IEd frorn ];.500 , 

million to T.'73'1 .nillion. ThE balo.ncE of EX!>Enditurt ovtr 
• 

rEVEn~E hes ?t En mtt by thi11 ];.322 oillion inorto.IIE in t hE 

floating c~.Ebt o.n<i by thE ];,120 million r ais Ed from thr 11nlr 

of thE nEw national 11aving11 orrti!icnt£11 nnd bo.by drtEnot 

bonds, whilE thE ];.300 million !iret "ar loan hD.• 110 fo.r 

yiEldEd in onah J;.99 million, thE balanc E bting pnyo.bh 

brfol'l 
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bEforE A_::>ril 1 ::. . 19•10. 'D:lE City is pnplcad by thE l lltEr 

tailurts '::>Ec:tU:SE 10 pErcEnt only t7::.s :>ar-Wl-E on subscrip t i on 

wi t::l A l ;;>EroEnt !)r ElllitB for E3rliEr totAl ~mta . SincE 

this 1 p Erc E:l t i a too 1 ou c.n 1Dd uc E::1 mt to l.::..rg£ 

slhlscri".:Ers ::a;my a rE oonC.Erin.:; 1.':a£t:ur t.:lE :ai"t'E~CE 

bEtwEEn t~E ~C million r EquirEd p::.~mt on subscription 

and t h E ~S9 million pa~d r~rEsmts aa~Jl inVEstor s nho 

b.l:.v £ a v:!i.lEd t~EmSElVES of t h E pro:IJ.a:s ~ ~ f:tr it 

rt;>rEsmts t !:l£ t a!dng up of tl:E lo~ by GovEZ"'X:lmt C:.t:p::.rt­

~:~ Ents -hi c~ ~:~::.y or -nlly not haVE :;>:.1·· 1n .:nJ.l ~or t: .Ei r 

allotl!!rnts . 

For t :':l£ firs t 5 months of U!: i"isc:ll yt::u- , '17h1Ch nas 

n ptrio~ of ~Eact but ot 3CCElErntinS rE~~EDt , tot~ 

E:tpEn:liturE ::.VEr38Ed L23. 5 llli1lion p Er ":rEB. 1!bt:rE::.ftEr 

U E tit;.li'Es tEndEd to risE ra:;:~i:lly rEa~ DE:lrlJ' LSO 

million pEr nEEk by thE End of !.l.:u'Ch . 'ftl£ prt:smt levEl 

may ~tll b t ET.pECtEd to incrEasE !roc no~ on nt an un­

prtdict::.~l~ r a tE , ES~tcially i t militar;r o;;>Erntions bEcomE 

mort intt~sifitd. 

Ev rn ::.t t h E p rEsent rotE of a _:EDlitur£ nEXt yt:::.r• a 

budgEt trould run to '-2, 300 DillJ.on. ".ihEn this figu.K is 

SEt ng-..inat t h E rEVEnUEs for thE i)IUi t y&:.r or juat UDdE r 

1.1. , 050 million thE magnitudE of ~E p robl ED of lll.l ott i.De 

E;;pE~iturE bEt t.- E£n to.xati on :m.l -:>orro-crina is :aumitut . 

Eo1tcvEr 
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Ro1:nEr C!EthEr raisEd by t llXc.t ion or borro'l7ill8 thE 

problm conf'~nti.ng tht ChD.nctllor of thE ExchEquEr liu 

outsidE th£ budgEt ~s such. It is a problon of thE 

cont~l of conaucption if considErablE inflation is to 

bE llV01dEd. It SEEmS ClE:lr thllt EVEn nt thE prESEnt 

rotE of GovEnrl£llt otpEndlturE no ma.rgin is lEft for 

1Dcruun:d :;>rir.:ttE consUIIption and thAt thE maintEnnncE 

of thE p rEsEnt ratE consunption is nlrEndy lEo.ding to a 

rEduction 1n stocl:s of co::nmod1t1Ea I1Dd forEign rEsErvEs . 

Aa thE nEEds of thE GoVEl'miEnt incrEaSE thErE 11111 bE at 

t h E s:!:QE timE en incrE:uu: in t h E purchasing pov:Er of that 

por tion of thE public '17hich accounts for two-thirds of .._ 

total. conalZ:J!Ition, thls txp:1nsion arisiJ13 from wag£ 

im:rE:tSEs ::md lor13Er vorking hours as wEll as thE absorption 

ot thE unmploytd nnd many not prEviously cnployEd . As 

thE ~~cE1lor of thE ExchEquEr hna ~sElf dononstratEd, 

t::u: r Eduction of consucption of thE rich to nil would not 

provi~E sufricicnt taxation for mEEtfn3 thE costs of war 

so t~t somE aEcns must bE founQ for curtailing th£ 

cona\Dpt1on of tbE wagE Ea rnEr at a timE whEn hE is 

com1ng into morE monEy and must havE n naturnl inclination 

to 8;> End 1.t • 

ThE fact t hat thE savings c~pnign hll.s yiEldEd ~20 

•tlHon 1n 18 WEEks ie ngnrdEd on thE onE hand na morE 

so.tiafactOJ'1 
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satisfactory than Ex~EctEd (in 10 far a1 thE figurr 

reprESEnts rEal DEW laVi~S and thE proportion i1 not 

known, but on t:u othEr hand EVEn this appo.rEntly 

s atisfactory rtsult by no IIIECJ\S il'l!!icatu that voluntary 

savings can bE EXpEcted to prove an adEquatE chEck to 

conswnption in thE nEw fisco.l yEar. This has bEEn "con­

vincinslY dcnonetratEd by KEynEs an~ is admit t Ed by many, 

including EVEn t hosE who do not f avor his schEmE . 

This is t hE basic problEm t~t f o.cEs thE ChancEllor 

of thE E7.chtQu Er in framing ·his ~~~Et for April 23 . 

Although i t has b EEn l a rgEly aco.d cnic during t his pEriod 

of Indian summEr it will me.turE <lur iD,!; thE prEsent fisco.l 

yEar. It i s o. manag Eabl E problEm whEthEr dEnlt with in 

a comprEhEnsivE wo.y o.long t h E general lints suggested by 

KEynEs or t h rough a controllEd (rEpea t controllEd) inflation 

but in Eit~E~ contingEncy t h ErE must b E managemEnt and 

mnnag tmrnt m. t h o. clEa r idEo. of thE imJIE'rntivEs . In tithEr 

casE thE di.ffl.cultiEs poli tioal an,i otherwisE will bE grEo.t .• 

WhEth Er Simon will gr nsp t llE nEttlE on April 23 o.nd 

if hE doE a how hE will d to.l \tith i t 1a hard to any. OnE 

of thE cha ractEristics of thE prEsEnt GovernmEnt vhich has 

ronainEd constant during thE pnat fEw yEo.rs dEspitE CabinEt 

chansEs is tho.t in moat matters it nEVEr acts until it 

is forcEd to and oftEn by thEn thE situation ho.a bEEn madE 

1110rE 
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mort di f ficult thro~ dtlAJ o It ia only fAir to ad4 

thct t ht British otfic1Dla conctrntd aEDA confidEnt of 

thEir cb i lity to copt with tht problEm. 

KENNEDY 

HPD 
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~.AJIAPIIIlA.R OJ' 'l'!LIGIWl RJ:O.ctt&D 

J'ftOIC: Aaerioan Elllbuer, Parle, l'ranoe 

DA'l'E: April l, 1940, & p.a. 

10, I G7 

J'OR THE TREASURY DZPAR'l'MEN'r J'!lOH MA'l''rHEW8. 
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~~ morning I called on OoUTe Munille. He 111nt1oned 

the beb&Tior of the :trano and eterl1ng on the :tree aarlr.et, 

and expreseed the belief that for the tiae being the two 

ourrenolee had probabl7 gone aa low aa ther would, Reference, 

telegram of Xaroh 21, No. :57&, :troa t he Ellbue,-: OoUTe 

r eiterated that 1n their recent aeaeuree the Britieh had 

•acted far too brusquel7 1 • He ea1d that for France to 

see the :trano dragged down With the pound was •verr annoring1 

einoe there waa no oauee for weakneee of the franc iteelf, 

and particularlr since nothing could be done about it b7 

the French authorities. I got the 1111preuion that the 

•annoranoe 1 of the French hae been upreued to the Br1Ueh. 

I aelr.ed OoUTe what in hie rtew could be done or should be 

done 'b7 the Brithh under the oiroUIUtances. He 81mpl7 

ehrugged his shoulders and said thare was nothing that he 

could see, that furthermorl! he d1dn1 t thilllr. the Bri tieh 

bad anr intention of doing anrthlng at present. He did 

not thilllr. the British ehoul4 take anr step to bloolr. foreign 

balanol'e, and did not belleTe the7 would do eo, u it wuld 

••an the end of the CitJ with alJ. ite r aa1!1oat1ona ae 

banlr.1.DC center of the world. He underetood that oae 4q 

et the put nelr. the Tol-. ba4 reaohed al:lout 700,000 pou41 
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oa the tree IIU'Jte' 1a Bw York. 

I ullte4 ..U~er tileJ !1&4 u Je' !1&4 reeulte tr. 

~e o11'oul.al' 1aeb'aot1DC all ~ate aD4 bveau et 

~e lNMh ~el'llllell' 'e S...01ee 1a c1ollal'e .lael'1ou •liPol'te 

to J'l'uoe - retenaoe, tel•~ ot Jlal'oh 21, Bo. 3fl fl'ell 

the labu•J. Be a&IIWI'e4 tba' ~., would haYe 'o se• 

reeulte fl'oa U beoauee o~l"W1ee DO ~ortaat authol'1r.a­

Uou would be poallte4. I ea14 that tor exuple r !1&4 he&l'4 

ot a deal wh1oh .... p•nd'BI tor the •liPol't tr. the VaUe4 

Stat .. bJ the 81aola1r 011 Collp&JI7 ot eo•• two a1111oa 

doll.al'a ot petrol.- produota, au4 that ~tere were 

1na1at1DS tut eterl1n& be aooepte4 1a p.,aent therefor. 

Be told • that he Viehed we voa14 WI the repre .. ataUYee 

ot the .laerioaa eliPOI'teN 1Jl thie all4 &DJ o~ oaae t!lat 

o .. e to o'lll' aUeaUen to ha•• the l'l'taeb CleYWDau' dep&n­

aeat or the ~orter with whJ.oh ~ are ctaal'DI to Mlte 

1nqu1r1e• at tile XoY ... at Chaehl eta• Jonde, that we na14 

ba 4o1DI thea a tanr. Be· .. ppoee4 that 111portere 1a J'raaoe 

et1ll were et ~ op1Ja1oa tut U woa14 be ... 1er fer thea 

to pt pft"'l1te h be 11'a1te4 State• 1t 1&Y01oH 

were 1a traae• or 1Jl 

were nabl"allJ be1JIC re•V1e,.... Bohl .botob8r oue 1:11at 

I haYe he&l'4 ot 1• that of aa Uportaa' pvehaae ef tl'IIOU 

1Jl the 11'a1te4 .,.,e., wben ortcJ•llJ the 1JIIIOI't1111 aceiMI1 

••lit ... .._, 48 pei'Ma et tbe ,..,_., 1te uoe»W 1a fHIM• 
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but th6 oontraot oal.llng for enUre p A7Jlent 1D dollar• 

haa bean oloaed v1thl.n tlw paat fw da)'a. 
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Pqaenta for war purohaeea b;r ll'ranoe in the United 

Statee he ea1d are going on at about the eaae rate aa 

before, that ia, a aonthl;r equ1Talent of roughl:r 

2,1500, 000,000. He ea1d that eJq>orta to the United Statu 

tor t he aonth of rebruar;r were a little better than the:r 

were f or the ;rear 19:59. He told me there wae an inoreaee, 

both aotual.l;r and proportionatel;r, i .n French p~ohaau in 

the Bri t1eh Empire and at erling oountriea, vb1oh purohaeea 

now amount to about one-third of all rrenoh purohaau 

abroad - ae compared with 1937 and 1938 when t h e;r amounted 
~ to roughl.y <Jo percent. 

CouTt aa1d he waa pleaaed v1th the mount ing figure 

of aubaor1pt1ona to armament bonda, Yh1oh Just nov 11 at 

the rate of 10,000,000,000 tranoa a a onth aa aga1nat a 

f igure t or Deoeaber of between eight and n1De bUllon. 

He laid that pri?e lnela in rranoe haTe during tlw 

paat few weeka not goat up,-aainl:r beoauee the 1nd1oea 

for foodetuffa and agricultural produote are not aeaaonall;r 

weighted and rranoe hae auffered a partioularl;r aaTere 

winter. Reference, telegraa of Karch 20, Jlo. ~ troa 

the labua;r: Coun oonfi1'1114 the aoourao:r of tlw IGOICIIIft 

utillate that 1D lranoe the ooat of 11T1111 haa gone vp 

u out 
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a.bout ' peroent 11M1 Sbe o•~ of the nr. Oa the 

other haD4 hi th1akl that Br1t1eh prioee are oontlaalal 

to go ap, was• rat11 in part1oular, whloh hi repoettll. 

.At the preeent Uae hi 1&1cl that there wu ao eeriou 

pressure for inoreuee 1a wage rate in rranoe, but hi 

adlli t te4 that th1e wu in thl aain clue to onrtlae hoare 

55 

1D the armament aD4 relate4 iD4uetriel - reference, telegraa .. 
ot Karoh 1~, l o . Mil from ~e-Mbaeq reportins thl 

reaarlta of .lrdant. 

The oeneue for ration oardl ie t o be taken toaorrow, 

he aU4, but hi t hink• it will be Jul7 before the oarde 

themaelTea are iaaue4. Be oonsi4era it regrettable that 

there ahoul4 be 41l.aJ' 1D eTen th11e preli.ll111a1'1 aeulll'll. 

DD SEC'l'IOIS OR 'fO srvD, INCLI&Ift. 

liOliJ'R!. 

u.aunr 
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JT 

SECrEtary of Stat E, 

Washington . 

GRAY 

PARIS 

DatEd April 1, 1940 

REc 1d 4 :31p.m. 

417, April 1, 5 p .m. (SECTION EIGHT) 

A dEcrEE appEaring 1n yEStErday ' s Journal Offi ciEl 

providEs f'or thE EstablishmEnt of an intEr- mi ni stEri al Econom­

ic commi ttEE thE pur posE of which 1s to "cEntralizE and coor­

dinatE " all quEstions r Elating to thE conduct of Economi c 

war . ChautEmps , VicE PrEsidEnt of thE Counci l of Mini stErs , 

will act as chairman of thE commi ttEE and Fi nancE Mi ni stEr 

LamourEux wi ll bE its vicE chail:'man . ThE othEr mEmbErs o.rE 

thE MinistErs of thE Int Erior, AgriculturE, CommErcE and 

Industry, Public Works , SuppliEs and MErchant MarinE and thE 

UndEr SEcrEtary of StatE for National Economy. 

MURPHY 

EMB 

• 
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SEcrEtary of StatE, 

Washington. 

' 

GRAY 

PARIS 

DatEd April 11 19f0 

Rto 1d 6166 p . m. 

4171 April 11 5 p. m. (SECTION NINE ) 

Sl 

REynaud's "war cabinEt• of nint and this intrr-mlnistErial 

Economic committEE arE to have a joint sEcrEtariat "which wlll 

collaboratE ln thE prEparation and EXEcution of thEir drci• 

sions and EffEct all nEcEssary studiEs and inquiriEs" • Paul 

Baudoin, who in a SEparatE dEcrEE is ap~olntEd UndEr SEortt&rJ 

of StatE for thE PrEsidEncy of thE Council and SEcrEtary of 

thE War CabinEt, Will act as hEad of thE joint sEcrEtariat 

HE will also attEnd tbt m[Etlngs of thE intEr- ministErial 

Economic committEE and thE "war cabinEt" • 

MURPHY 

EIIB 
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SEcrEta~: of StatE , 

GRAY 

Paris 

DatEd April 1 , 1940 

REc ' d 6:10 p . m. 
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417 , April 1 , 5 P • m, (SECTIOn TEll ) 

MonsiEur Ba~oin, GEnEral ~anagEr of thE Sank of Indo­

China , will DE rEcallEd as a ~cnbEr of thE co~ttE E sEt 

up on L!a rch 5 , 1937 undEr thE .'>lu.;l Blld Auriol govn•rmEnt 

to managE th E EXchangE Equalization fund (l!r. Cochran • s 

t t lEzram No . 31 2 , !:arch 5 , 4 p . m. ) who latEr rEs i e;nEd 

with Rist b EcausE of tlisagrEEmmt wit!1 t h E GovErnmEnt ' s 

policiEs (Mr . Cocc:ran • s tElE gram No . 844, JunE 23, 

4 p . m. an.i EnclosurE no . S to dES)atcll !lo . 751 , JunE 22 , 

1S37) , Kis a~point~Ent has bEEn Enthusiastically 

rECEivEd in businEss and financial circlEs . 

ThE d ECrEE also :>rOVl.dES t'1at t::E SEcrEtary GEnEral 

of tltE CO.'Illll.ttEE on AlliEd :.)rograms and purchasEs , 

RogEr Auboin of thE B. I , s . (,ny tEl Egram No. 2818, 

Novt~bEr 24 , 6 p . m. ) is to bE dirEctl y attachEd t o t h t 

• 
~ouvtmtnt GEnEral d Es Fond s o f t h E h inistry of FinancE. 

MURPHY 

El!B 
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SEcrEtary of StatE, 

Washington . 

OBU 

Paril 

DatEd ~ril 1, 1940 

REc 'd 5: 35 P• m. 

417 , April 1, 5 P• m. (SECTION ELEVEN) 

AnothEr ~EcrEE appEaring in yEstErday 's Journal 

dft1ciEl ·'conf'innsa thE dEsignation by thE British and 

FrEnch GovErn:nEnts of JEan !lonntt as chai=an of tlu 

F'l:lanco- Zr1.tl.sh coordination oom;nittEE (l."ly tElq;ram Uo, 

283S , NovcnbEr 2? , ? p . m, ), 

ThE month End liquidation on thE sEcuritiEs mar!<Et 

passEd off Easily and thE tonE of thE markEt was firm . 

ThE carry ovEr ra tEs wErE l-1/~ as against 3/4 ~on 

.Sarch 15 s.nQ 4-l/2,t as against 4,. at thE End of FEbruary 

on thE outsi~E markEt . REntEs wErE ~ fros 20 cEntimEs 

to francs 1. 55 . Official E.xohangE ratEs contJ.nU£ 

unchangEd , 

(END OF MESSAGE) 

JIURPIIY 

EllB 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTI:R Ol'l'1CI: COMMUNICAT10N 

DAn April 1, l9llo 

TO Secretar.r Korc-ntbaa 

P'IIOM Kr. Cocbnla 

On Satlll"d.q .orni.Dc Mr. hob hlephoaed .. in raprd to the •ttar of 
sold for J.tcb&ahtu, which w ba4 dheuued earlier 1n the vealt. In order 
that I a1gbt han a batter Ullderet&AdiJIC of t he altuat1on, Mr. hoke rM4 
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to .. the pertinent 4ocu.ente which he had. Jroa theae it appeared that on 
JanU&rT 17, 1~. the National Oit7 !&Ale rece1Ted froe the Banke Millie J.t~, 
the following cablegruu 

•we intend bu:Ti~~& &Ad depoeiti~~& cold bare 55,000 OUIICee 
for account of J.tgb&llietu GonZ'llllent with 700.. Cable 7our 
opinion an4 iaportut export and '1'reu'o.r7 raeulat1oue. 1 

To thh the C1t7 B&Alc replledt 

1Tour J&AU&r7 11. llec .. a&r7 7ou ~~pproach State DepartaeDt 
11'aeh1ngton through 7our GcTeruaent 1 a d1ploaat1c repreaentat1n.1 

(The Natioll&l Oit7 e~lained turther, although Knoke did net haTe the 
exact I'Orda , that it oould not earmark gold for J.tgbanhtan account, but that 
thh wOuld han to be done with the 7ederal Ruane B8J1k of !lev York.) 

On Karch 26 t he National Oit7 recelnd the follcvi~~& rep!J't 

1ll.eprding cold. J.tgb&lliet&A Gonruaent han obtalned per­
ahelOII trca the t1n1 ted State • Gcnr11111nt . Plea .. approach 
federal Reearn Board. Cable reeult &Ad price per OUIIC' tro7 u4 
alao if it can be depodted and e~orted. 1 

Knoke read to .. the follcwinc draft which ha deeired to ~U&P•t to the 
National Oit7 RaDle ae a repl71 

1 Tour cable of March 26 re J.tsb&nhtu Gonruaent gold. We 
han approached J'ederal Re"rn llenlt of !lev York wb!ch after con­
eultation with Waehiacton infcra• u that no requ .. t for geld baa 
aa 7•t be ... raoeind froa the J.fgb&llietu GonrnMnt. 7ecleY'al 
R11ern Banlr: of lev York nc~•t• that q_uetion of ~ of geld 
i n thh count%'7 for the account of the J.tpanilt&A GoTernMnt be 

taken up with 1i b7 TOll 41rect17 or b7 70ur Oonr11111nt1a 41plo•t1o 
repr .. entaUn in. Vaehington thrauch the State Depart.en.t. 1 

Silica Mr. hoke &Ad I could net 8Cl'" upon a tan, it wu ~ that 
I •hould .. 114 !ala a clraft of a ... aace vhicb I wcceatad, &Ad he ehould •11 
.. the ahon quoted draft, with ROb rendoae a• he ai~t '" fit to &alta ln. 

the lipt of ov ooweraaUoa. 
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"' 1 o1olot* I alb& to Ill'. 1Mb "- fol101rt.DI bafta 

1Tov1Canla 26 ~be pl.&. W.Nl :a.- :But 
of Jow Tom to tllfo...& -F !s"n •> ~ , .. , .. 
~poottto :N~ot tu pl& llu ben -twa ~ u. Ia .._ 
oon.aoo wUh e&'t'ieo lh• ~ tM !'z I Ud'l DUj4W I ••• ,. p 
\M Upatoha Leca't• u l'llrto, llppltoaU• alii N ~ ..,.. 
~ 7CIIl UrooU;r 'o •• r.a.N1 .. ._ :a-It •' ..., ToS.1 

'Tov oablo of • 26th ro U,._h\aa Oonrau\ pl4 
8!0P Wo llaft IJIPI'MObo4 ~.Ural J.oeorn ,._ of Jow Tol'll: 
whloll athr ooan.UaUoa with Yuhlactoa .Un\IIIIAo tlla' 
UcUaietaa X.opUoa lD Parte ta repl;r to ito lAqUr;r- t.. 
to~ b7 tiM I.Mrt- Jlllllaeq ta l'llrle ta hbftU'I' tba\ ~ 
pUoaUoa tor •-•MIT U-• to ooqlal:N &Ol& ebnl.4 ~ 
.u.r. .. e4 to ~ral J.o- liMk of ..., Tom u ftiiOal apat 
of tbe 17Dite4 Ita\ .. ta IIIOil .Uhn ~ h4aal la10rn 
~ of Jow Tol'll: abo -.re\ulll hoe W.o)hl\oa "'•' .. ~ 
t~ppltoaUoa U. llaoe ~ -1?e4 troa \M Ulllaaleha 
Oon~t IU !1M frooanr;r'e 0UT011' tale prtoo tor pU 
11 *35 por tiM \1'07 OUGO plu lfl' por ooa\. ftc. ~1'&1. 
laoorn Jaalt of Jow Tom naooto ,,., 4[UOUOD of MNal'll: 
of col& ia \hh ocnunr;r tor __ , of tiM Uci-ietu Gonn­
MD\ bo i*oa 1lp wi\h it ~ 7ft Uroo\l;r 01' ll;renr ~OI'DilOD\ 1 I 

Upl-Uo npreoODtaUW ta Yubhctoa tll'l'oqta \be 8\do Doparl­
-t au.• 
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Wbea I hlopboae4 Ill'. boa u U o'ol'* \llto •ftiJIC" be hU • ,,.. 
1M feU ., 4l'aft of "- oa)l'l'f'&D IIIIICIOp\a)lo, prori41DI I 11C'1'M4 to aiMI' 
obaco• whloll ..,.. tiM ••oap :Ne& u foUont 

1Toar ICai'Ola 26 roprfJ.DI Upute\u OonrDMd pl4. 
Je4oral la10rn ,._ of low Tom h 1Dfome4 b7 froaniT 
DoparttiiDt tlla\ .. opooiflo :N4[UOt for col4 ,.. ..... r•­
ootft4 b7 u. Ia aooorlluoo wUh o4Tioo 11wa 117 \M 
h'0U1117 Dopan-t tlu'nch \lie U&bODlotea IoopUoa u 
Porto ia ~e'bnar;r, .,ltoutoa obnK be..,.. b7 :rR 411'00\l;r 
to tbe h4--.l. .... .,.... Juk • u ftooal ....-.• 

Ia apoobc \o Ill'. bob'e rq .._.,,.. 4nft, I kl& IWI 

iW I W tlba pa1u '' "' ta.nber 'Uo -s.c. I '.U IWI 
tlla\ I W 81' • apia wlU. Ill'. 'Mlooo IIRHW of \M IteM •• ,...._,. fto 
11\\or ooattr..4 ,,.. "- ~oh .-eq ta Y~ '*'"u&le4 •• t... 
itroo\o llero of Upatoha ta \lie _._ of _, 41p1-'io otnolal of • 
ll*tor o-tr;r. Ia aa •or \o ., poUOD u \o ...,..hal' •• ~- ...._..._. 
1101114 ~ ..... ,_. •o oontf) to \1M ·~ of • offtolal of , .. ._. of 
u,._to._ or " ,.ton ..., ••• 1a or =nt• wl\h tiM JIVOIIu• at pU 
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uelre4 )T .t.fat-ail\8, llro lliu'rq \ol4 • ~ M tar M M _. _. tM 
pUll ot \hi~- ._.q putone4 1a 'llllla1t of .t.tpaht• wn 
llllite4 to pro\eoUoa •U•r•• HI ottel'l4 \o ..a lii(UI'J' ot \hi t'utdlla 
la'baa17 1a repl'd. \O lh Oaii}JI\IMI 1a \1111 •Uer '111141r NfiHJIOI lf W 
411lrH• I \1111-kH llr. lllrl'llr, "-' a*-4 Ida \o l'lha1a tr. nDil tacali'J' 
tor \Ill pre-'· U 'llltac ., _,. \W w 101114 •• &I \1111 a\nr UI'IR17 
, 1,_ tile kak ot .t.t.,._l•\aa u4 \1111 ,...nl ••-.. et •• ron. 

u la&l 'llllll -r pollUoa tuo p-~ \be ooavauUou W. vUllllr. boke, 
that \lie uUer 'Ill neoln4 'Ill\- \1111 \w 'llub, vl\ll \1111 nfl'Url4 IIIPnn1 
o! t;bl :r.Pnl Je .. rn •oaK, rather \Mia aUIIIp\ \1 4nw 1a \Ill ~­
la'baalt oa t;b.l.a .. uer ot tt.ue, vUll vbioll u Wlllcl ~1417 'Ill ~ 
tea111ar. I \lloqla\ \b.l.a Vfllllcl oa17 ooatua the oaa1 u4 walcl ut pronu 
t bl le41nl ~e .. rn vUll .., latoraUoa or prot1oUoa wldoll oOialcl ao\ 'Ill 
o'btelu4 \hrOQCh cllreo\ ooatllot u4 bulala1 vUh \Ill Jlalk ot .t.tpal8Ma. 

Regraded Uclassified



STRICTLY CONFIDENTIAl 
TREASURY DEPARTMENT 

INTER-OI'l"'CI: COMMUNICAT10N 

OA,.. April 1 , 19110 

ntOW Mr. Cochra 

Mr. Lero:y..Jieaulhu, J'rtDCh J'ill&lll)ial .t.Uaobt, hl~boud troa ••• York 
at 12 noon on Satvdq, March 30. Be aeUonad the tvo atoriea whloh ~ 
tb.nt 110rniD& 111 the lev Tor!< JOIU'II&l of Oo-roe anA inquired vbttbtr U •• 
true that our Cu.atoaa 1111tborU1ea bad. been illatractad to be&lll aa••••ill& cluUtl 
on Brtthh cood• at the otf1c1al rata for ahrlin&• I told bta tbM, ae be wae 
proba'ol7 aware, the J'ederal Beaal""rt llult of lev York ha4 laat welt \epa to 
eert1f7 to r&tu, ou otf1c1al IIDd the ether '11Jloff1c1al, for aterlin&, 'out I 
added, after conf1raln& 'o:y telephou Ylth )(r, Cairn., that the !reUU1'7 ha4 
h.u.d no illatrw:Uona to Collector• of 0\latoaa in reprd to the rate which 
ahoul4 'oa uaed. I added that tbta qu.eatlon waa uder cona14eraUon. 

Mr. Lero:y..Jieaulieu uouae4 that VI wwl4 tel<• action on the J'renoh fl'&JIO 
similar to vbthnr VI lli&ht 4ec14e on the pou.nd ahrl1Jl&, he poilltiJl& out that 
there are both &D otf1c1al and an unoft1o1al rate f or tba fl'1UIIC. 
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J.t Mr. Lero:y..Jie&u11eu1 a requeat, I &&read to recetn hill on MoJl4aT, April 1 . 

Regraded Uclassified



STRlCTLY CONFlDENTlAL 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE .Aprll 2, 1914o 

~RO" 11r. Coctu.a 

I lwu:lled :rnhrda;r at the J'rench la'bau:r upon the 11n1.tatlon of the 

.&abauador. !bot pet of honor waa Pro!euor l.iat. The other peeta 1~ 

cl'Gded IIeure. J'de, Panol~ • .Ueop, Lero:r..Jiecltn aDd two otttcere of 

the b 'baee:r etatt. J.a I waa le&riDC the b bau:r, the .Aabeaaador aelted tt 

I would do vtlat I could to &rr&DC' tor the S.oretar:r to eee Pro!euor l.ht 

before the latter ' • oontellplated departure troa the United Statu. 

Lno:r-liHulhu called on .. at 5 o'cloolt :re•terda;r eTnlJIC 'b:r appobt­

unt. Be told • that the .Aabeuador bad earlier aalr:ec1 b1A to .a the -

requeat of .. that the Aa'ba11ador bad f0111l4 opportun1t:r to aeke pereOil&ll:r 

vh.., I wae at the b'bau;r. ~t 11, to cet a pr1nte lnterriew with 
Secretar:r Mor,ent~ for Profeeeor Rlet, and poeei'bl:r &leo for Aehto~tklll, 

before thue two cenUe•n lett the Ullited Statu. Lero;r..JIMU11n eaid til» 

Pro!euor Blat bad cieparted !or Otta- 'b:r plane :rnterda;r atterncOil IIZic1 woulcl 

be back ill Yaeh11lctoo l'ricla;r ni&ht. Be p1ua to clepart !or hNpe b7 plaoe 

on Wecioell4a7, .Aprll 10. 

Lero;r..lla.Dlieu bad been ebowo b7 Mr. Opie of the Br1t1eh labaee:r a oop:r 

ot the ..oradlm wbloh the latter bad c1el1nrec1 to ae on Sahrdq 1o repr4 

to tree eterl1JIC. Lero;r..JIMU11n baa aalr:ed that I let bla lalow wbeoner the 

'rreeeur;r ~bite acUon with reepect to 1apoe1DC C.the on :artUeb coode, 1A 

the ltpt of the oert1!tcattoo of horahe tor eterl1J16 b7 the J'ecieral B.e .. ne 
B4llllc of •ew York, Lero;r..lleaul.1n'• 1otereet oatural.l:r arteee troa the belie! 

that we will eulleequutl:r bite actio'!' with respect t o the fraJIC eiallar to 

that to be earrtec1 ant 1D reprd to ete:r'liiiC• "' .. DuriDC Lero;r..Jieaul1n1e neU l took a little Uae to· e:o:platn the 
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Treeeur:r'• attthcle toward Meure. Rlet ADc1 Aehtoo.-Gwatldn. I eapbuhecl the 

~cue which S.cretar:r Morcentba bad achined 1n not coaplio&ttDC ble owo 

talk tbroiiCh c•tt!DC htTOlncl 1o the coonreatlone held 1o Yub1J111:on with 

the two ridtore. Lero;r..lleaul1eu wae tboroachl7 appreotatln of tb1e, ADc1 t olc1 

ae ot t he ••eace wb1oh bad 'Meo rece1nc1 b:r Punt• :rnterda;r n:pre••!DC tba 
vaneet tbulca ot the .Uliee f or the Secretar:r' • £1'1&t help on the airplane 
pro,.ru, 
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April 2, 1940. 
9t49 a.m. 
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The Secretary called 1n from Sea Island, Georgia, and requested 
that we turn the recording machine on so that he could dictate 
the following onto a recordt 

Mr . Purvis called me yesterday at two o ' clock to tell 
me that the English-French Governments wanted to thank me for 
all that I had done to help them in getting the releases or 
the latest model planes. He also told me that he had been 
notified that the Supreme War Council had decided to go ahead 
with the purchase of the planes. 

He said that the question of publicity would come up 
1n regard to this move and could they see the -- whatever 
statement we p~oposed to make. I said that if he didn't mind 
my saying so I thought it would be rather silly to give out 
any publicity because everybody in this country took it for 
granted that the Allies had decided sometime ago to go ahead 
with these purchases. 

He said that in view of recent developments in fighting 
during the last three or four weeks they have gained certain 
experiences which would make them want to change somewhat the 
kind of planes they expected to buy. He said that the Allies 
would notify him within a few days what these changes were. 
He also informed me that the f inal authority as to the purchase 
of the planes was left entirely to him and that he didn't have 
to consult either the Engli sh or French Treasuries as her etofore. 
He said that the French were going to go ahead at once and 
exercise their option with Pratt & Whitney to buy 4,050 planes. 

He said that they were exercising their 
Consolidated Boat to make another 20 planes. 
were going to give Curtiss Wright $7501 000 to 
expansion program. 

option with 
He also said they 
go ahead with the 

I got the President at six o ' clock and told him approxi­
mately *hat Purvis had told me. I told him I felt right along 
that the Allies were stalling on their purchases and I would not 
be convinced that they were really going to go ahead and fight 
until they placed this order for planes and the President agreed 
with me that it was good news that they were going to go ahead. 
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-·-
I aho •pob lll'ief17 to tile he814•t abod Cllll' ~ 

to ennonnce tbat 6.0& wa tile ottlolal rate fw nerlSDI 1ld 
that the State ~twa o'b~..U., 11114 l boped t:llallle 
would 11Ye u• a cleu'aace. Be Hid tbat,qlllte ~. be 
wa1 1cared to deatb to ralle ~ qu1t1clll at tb1a U.. tbat 
aight 'be 1D~'IU'1CIQI to tbe pU ... e Of tbe !1'8de ~-V BUle 
I 1&1d that the State DepartMDt ha4 told u that be 11114 
Ill'. llull hid 10M deal OD with Jaclaad 1D 1' .. &1'4 to 1eU1zll 
thiiD "'r1cultural ca1 o41t1ea and that •• tbe ruaoa 'ftlr 
they (State Dept.) RDte4 u to hold 1t up. !he Prel1dent 
said he nenr heard of it. Be Mid he would rea4 tbe note• 
that we 1ent o.-er &D4 I aake4 ~ would he plea1e ... Ball 
and Bell and he said he would. 

• 
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TREASURY DEPARTMENT 
f'ROCURIMDIT DIVJK)N 

WASHIN8TON 

.&prU 1. 1860 

G7 

There lJ attaohed urn<> • _......._ ·-....u.s """ ·-•na1:101)11 1111:h ..... l'lania 
yeoterday whioh woro alq 1:ho U.JOoo diaouaed '117 b1a 1111:h 70'1•( ~ ~- 1

- "•) 

There 1t &lao attaohed horato -raDdla ooaooi'JiiJic 1:ho rtdt ot tho llillbtor trca 
Iron (not Iraq u reported ill """ lottor 1:o ;root ot ,. .. tordq) wbioh 1e aolt-aplu&­
tory. 

Thh IIDmiJI& I bad a MOtl-c wi1:h Colcmol llullorl&Jld ot tho Cloarauo C~ttoo. 
J.'rw¥ Ia")' IUlltiou Boo.r4, ud llajof l,ycaa ot tho Anl\7 Air Corpa •-Ol'"Aiac 1:U 
polioy to bo tollowocl with rot•.....,• 1:o rolouo ot rootriotod itoou. !h1a .. .-ill& 
laotod until attor 1 o'olooko 

I hon juat tiJliahed a ...tiD& wi1:h ~ral 'l'owra aJl4 baTe ,;cmo qyor wi1:h b1a 
the Wo..-ticm lott with .. '117 1:ho ~ roproactatiTaa.~ 'l'iaa will not poN11: 
the preparation ot a -rancha tor iJlolueiOD ill tho pouoh 1:cmir;ht em tbb, ba.t 
I will torwarcl 0110 t-rrCIW r;iTiJI& oc.ploto illto,..ticm. Briefly, it ap~• to 
mo thot the War Dopartan.t prooedura 1e a bit ouabor•-· BowoTar, it will bo 
nooeuary tor tho .loro...utioal Boo.r4 to ohazlea ...Utili« prooeduro wi1:h tho apprnal 
ot tbe Seorotary ot War ud 1:ho Sooreta.ry ot h"7 wbioh it 1e &Dtioipated will bo 
dona tMa wool<. 'l'hoao ohuc .. ~ baTO 1:ho ottoot ot apood'"S ap 1:ho prooeduro 
outlined by tho War ~ *ioh, attor all, ia an intra-4...--tal 0110 
and 0111 tor aclain1atrat1TO dot...S....ticm -17 '117 1:ho Soo~ ot War. 

I aa nry aorry thai: it b blpoedblo to ,;iTO )'OQ tho OCIIII)loto atory toeScht, bat 
to~y baa boc a aoat h~io 0110 aJl4 I • ruaht.c thia noto to you ill tiM to 
oatoh the pouoh. 

Honorable 11-:r ~~or1..-..-. Jr. 
'l'bo Soorotary ot tho '1'rou1u7 
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TREASURY DEPARTMENT 
I'AOCURDIINT DIVIIION 

WASHINGTON 

April 2, lllto 

llo~ Sobayeetell, 16D.irter of IraD, oallecl ~ CaptaiJl Collw tide 
110m~ ocmoel'1liJI« a d ... ire 011 the part of hh r;cn'e..-1: to pl'OOure •­
ll1.nea and airpluee • 

68 

He atatecl that a ailitary aiuiOD oharr;ecl with the p~t of ~ti .... 
1a at pre .. ot ill IIUrope and that he bad bMil requeatecl by oable to r;rt euoll 
WoratioD aa he oODld oODOel'1liJI« tho poaaibility of aoqui~ oertaill lliDooa . 

He atated further that thare 1a ill thil ooiiDtry &D aTiatioo a1 .. 1on and 
that he had bam aeked to oall upon ae to learo what oould be done oaaoero• 
iar; delbariee and priooe of airplaoee. He wu Tory Taf:lle ae to Dllllbera 
aod typea oo~t that they felt that they Olll:y wanted to buy a rw or eaoh 
killd for teet purpoa.. ill Irao. 

The prooedure neoeeaary to be followed by all foreir;n r;oTeroa...te ill the 
proour•ent of azq plaooa and IIIU11tiona •• explailled ill detail. He etated 
t hat he would baTe proparecl aa aoon •• poedble a fo.-1 requNt to be eub­
aitted to the Liaiaon C~ttM ocn'erillr; their requir..ta of the it ... ill 
which he •• iDterertecl. 
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•• Aprll •• lHO. 
• aenp~ 

Opera tort 00 •b•a4. 

Bella Hello. 

B.M.Jra Hello, DaDo 

Bella I - 801"17 to have to bother ,ou, ba.t • •tter 
haa oa-a •P llbioh I tllOQ&bt ,ou mould mow 
about. 

B.M.Jra Rl&Bt• 

Bella llarl'J ~. Oolleotor 1n Hew York, haa allowcl 
~ a..e to so on t~ ballot tor. • delesate to 
the Ocmvent1on. 

H,K.Jra Yea. 

Bell: And hie opponent haa nieed the queetion •• to 
'llb.et:Mr be bam't 'f'iolated tbe Batch Aot • 

• 
H,M,Jra Yea. 

Bella We think that be poaalbl7 baa and be allould aub­
ait hie rea1gnat1on. I'd 11ll:e to have J'OU talk 
to Jl'4 about 1t. 

B.K.Jra o. x. 
Bell: We've been a1tt1q here talklq about 1t tor a 

halt bolu'. 

B.ll.Jra 

Bella 

Bollo.TI'I 

Bella 

(Aa1de to Pole7) You got the pbonet 

AU ~t, 'IIbera'•.., o~r pollt1o1ant 

Ub - well, Jlarr1a &114 lllati.D&-
too oairaa and are all bare. 
Wut UJ •ore 

..,.., a 'blaoh ot d nJ llall tellon. 

Yea. (Ltu&Bter) AU ~"lata'• ••• .. ttlq oa tb1 ....... 
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H. l' .Jr : 

Bell : 

H. ll. Jr : 

Ed 
~oley: 

t: . ·· . Jr: 

F: 

~t , ·· . Jr : 

~ = 

9ell: 

F: 

F: 

"' 

!-i . " . Jr: 

F: 

- 2 -

Got the loudspeaker' 

Yes. 

I'/ ell 

Hello, l~r. Secretary. 

Am I on t he ai~ 

You ' r e on the air now. 

~y ~lly l 

(Laughs ) 

There's sure a r oundhouse gang here . 

I don 't t hink there' s any question at all about the 
application or t he Hatoh Act t o t he Collectors in 
the field -- all or t hem. 

Yes . 

And I don ' t think l1c ' r e eoi ng t o get any argument 
fro, Harry Dur ning. 

Yes . 

The t hi ng t hat we ar e confr onted with i s the eas i est 
a.nd leas t embarr ass i ng ,anner or trea ting th is s1 t ua­
t 1on. Harry want s to do t he r ight t h ing and Harry 
knew, ! t hink, or had a nr etty good idea that t he 
Hatch Act was an~l1cable , but he had deter~ined in 
h i s o~m mind tha t he was ~oin~ to go ·ahead , a nyway, 
a nd become a delega t e , l!Oll , t he J)rimary for selec­
tion or delegat ee, according to t his t elegr am we have 
received from hie opJ)onent , is bei ng held un ther e 
today a nd the thing has just come to us oftioially 
through this tele~am. 

A primary in l~ew York t oday? 

For t he selection or delegates, t hat ' s what the 
t elegrao says . 

There ' s been nothin~ in t he napers . 
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F1 

F: 

- J -

\•fell - uh - Whether i t 1 a - whether the actual -
whether the - well , I haven ' t checked to see 
whether or not the telegram ie correct. The 
telegram said Anril 2, but whether it•a correct 
or not as t o the primary date today or the 15th 
or April or the first of Vay doe an • t make any 
difference, because under the rules of the C1 v11 
Service ComMission, Which the Committee renorta -
ah - in connection with the Hatch Act, said - wer e 
intended to cover all posit ions not exempted from 
the operation or the Hatch Aot, .specifically says: 
"Particular types or prohibited activities - lJ. 
Conventions. Candidacy for or servi ce as dele­
gate, alternate or pr oxy, in any political con­
vention or eervice an an officer or employee 
thereof is prohibited. " So, 1t 1 a a candidacy 
for or nerv1ce as a delegate. 

Yes. 

And whether his name is cerely on the ballot or 
whether he has actually been selected an a dele­
gate and then eerven an euoh , doesn ' t make any 
difference s·o far as these regulations are con­
cerned. 

Now, I ' ve spoken to Bob Jackson and Bob agrees 
~ri th oe that the Act an,l1es and I think Harry 
wrot e 1nforcally to Bob and wh1le he told h im 
that the matter was one for the head or the 
Department to handle , the neople in hie Denart­
ment that were construing the Act for the llni ted 
States Attorneys and the l!nrehaln and the other 
field officers under the Jurisdiction ot the 
Department or Justice who are anpointed by the 
President and confirmed by the Senate, are of 
the ooin1on tha t the Colleotoro of Customs, as 
~rell as the Collectors o:t' Internal Revenue are 
not exenpt from the operation of the Hatch Aot, 

Nov, I think •••.•• 

Just a minute, Ed, Just a minute . (Pause) 

Oo ahead. You say that he wrote Bob J ackson and 
asked him' 

Regraded Uclassified



• 
Foley: 

Foley: 

H. ll. Jra 

Foley: 

l! , L! , Jr: 

Foley; 

B. ll .Jr: 

Foley: 

a.x. Jr: 

Fole;r: 

c 

- '-
Yea, informally. 

What did Bob tell hiaf 

Bob told him juat what I aa14, that -­

Be went ahead an,.,., 
He ' d -de up hia mind to go ahead anywa;r, Mr. 
Secretaey, and Harey telle me that even if the 
rulins ae to the application of the Hatch Act 
wae 1n his favor , namel;r, that it didn' t appl;r 
to the Collector of Custom• in New York, he 
would have . eubmitted hie resignation to the 
President before he went to Chicago, because 
he wouldn't want to ~~~tb&rraee h1m it he waa 
a candidate - if t he President wae a candidate -
by being active 1n hia behalf and at the same 
ti111e holding down a responsible position 1n 
hie Adlll1niatration. 

Yee. 

Now, I think the beat way for us to handle 
thia 1a to call Harry and auggeat to Barr,. 
that he submit, 1n the mail tonight, hia 
resignation to be effective at the plea~e 
ot the Preeident, and we will have that here 
and if an;rbody eaye that rou are derelict in 
;rour dut;r because :rou dCZt t remove him. aa the 
Hatch Act provides, ae eoon ae the violation 
hae been broUS}lt to your attention, we' 11 be 
able to eay that we have the rellignat1on and 
I think 1n f alrnese to Harry, he ehould be 
given an opportunity to reaign and not be re­
moved ao that he could f!P --

Now, let me aalt you a quaat1on. 

Yea, air. 

Tbera'• no question in m:r.S.nd that he haa no 
right to do it. 

Yea. 
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• 
H.M.Jr: 

F: 

H. 'I,Jr: 

F: 

F: 

~ 
H. l1. Jr: 

F: 

R.l!,Jr: 

F: 

H.l~.Jr: 

F: 

- 5-

Yea, 11r. 

He doeet 

Tel. 

Vhat•a the b1~ 14eat 

Yell, he•e a -- he'• a -- he 1 e a pretty broa~-gased 
fellow, Mr. Secretary, and he 1 e an independent 
fellow and he fee~ that he would not vant to oon­
t1nue ae Collector of CUetooe 1f he 1e prohibited 
by lav from parUo1pat1on 1n pol1t1qe, He hal 
been 1n nolit1oe all hie life and he 1 s not go1ng 
to be underhanded about 1t and if 1t 1s Y1olat1ng 
the law for him to do wbat 1e natural for h1m to 
do, what he alwaya hae done, why he 1 s going to 
reetgn. 

\·/ell nov, let me tell you fellows a little stor:r 
and th1e 1s a precedent to go on. When I beoame 
8eoretar:r of the 'l'reaeury I found that there vera 
17 people 1n the Tre~eur:r who were members of the 
Jational Come1ttee, 1nolud1ng men and voaen. 

Tel, 

And I aued them to either re81gn from the JaUonal 
Oomatttee or res~ from the treasury. llltt"n 
re1111med from the •auonal Co1111111 ttee, one of th .. 
41dnTt, 'l'hat fellow ruhned from the 'rreaeul')' 
and that fellow•• name 1e Lavrenoe of Pennay1Yan1a, 
who wae Colleo~tor of Internal ReYBnue of PitY­
burgh and 1e n~v under ind1otment. 

Yea, DaTe Lavrenoe. 

lbatt 

J.awaowne, 1l'ho •• horetaJ'f of ltate 1IDI1el' Clowuwr 
aa.te • 

• 
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• 
B.ll . J ra 

Foley a 

B. ll.Jra 

Fole71 

H.li.J ra 

Fol&fl 

H.l!. Jra 

Fole71 

H. M.Jra 

Folera 

B.K.Jr : 

FOl&fl 

H.K.Jra 

Folera 

H.M.Jra 

Bella 

- e -

Well, I'll tell rou th1a,, I teal verr atronsl7 
on 1h1a and I think JOU o~t to tell thia to 
Harl')' Dumins, with no aiiiUDderatending, that 
if he mail• 1hie tonight, I 'm going to accept 
1 t toiiiOM'OW • 

Right. You - I th1nlc that the reaignation 11 
to 1he President; 70u'll reoo-eDd that it be 
accepted. 

Oh, I know, but I mean I went it to go over under 
lfl1 signature, reoommen41ng that it be accepted 
to.orrow. 

R1.gbt. 

I mean, I don't want Harry to th1nlc that we're 
going to hold it end wa1 t until he go ea. 

Right . 

You aee what I mean? 

Yea. 

I mean th1a thing abould be accepted to1110rrow 
b7 the Preaident, with a recommendation trom 
11111 1hat it be aooepted. 

At once. 

With a recommendation from rou that it be accepted 
at once. 

That'• right. 

Yea. And then Dan would eign that ae Actizlg 
Seoretarr. 

Well, i f he baa anr question about it, wh1oh 
he might perteotlr well, I'm pertectl7 willing -
would be del!.ahted to dgn it. I mean, 1t Dan 
haa &n7 queat1on about it, aee. 

I have 110 queau- bllt I tbo'IJ8)lt JOU aa14 rou'd 
like to e1gn it ~t I don't Jmow bow w•d get 
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• 
B.li.J r1 

Bell i 

B. li. J rl 

Belli 

B. M.Jr: 

Fol er: 

H. M. Jrl 

• Fole7 1 

H,li, Jra 

Fol.,.: 

B,li,Jr a 

_,_ 
it 4o• talere to•J'I'OW u4 ba*• ezeept 117 
p~. 

111atl 

I baYo DO q~~oetiOD abolat it. 

Well, JOU- JOU'4 r.tblr haft M dp it. 

llo, I 4on1 t oar o. Jo, I•ll llp it. 

Well, oitbor •7• I-· llai'I'J 11h1te'• lH'f'iq 
at ealO. 

.. WOD1t haYe it, llr. leoretar,., ill tS• to lift 
it to ll&rl"J'. 

-" 
We WQl 't haft 1t ill ti.a to fh• to llal'l'f 11b1to 
to take down to JOU• We don t han hia r eeipa­
tion. 

We oan do it two ... ,... We oan baYO DaD dp 1t 
and J'OU oan siY• • a t oa ot a telegraa wbiob _ 
I'll aeDd tl'oll here, ill Wbioh I•ll .. ,., •CoDn~WiJ~c - • 
u d eo tol'th aD4 eo OD, •I 111'1• tbia be aooopto4. • 
You •et 

Toe. llow, Bar17 aaid tbh 'llbu he waa "'"!i'J 
to Baeil Barrla aad tbiD later to .. , be ., 
DOt lib it to appoar that bl •• beiQI ldobd 
out lNt tbat he we learlll& YOl•t&r117, &114 
I tb!.Dk the oc:atr1'1Nt10D *t he'• ado to tale 
aonioe 'II'IU"NI1ta that OOD8140Nt10D. 

I a.,.. witb ~ 

I tbiu u 1a doia& tba riD' Wnc Dd I Uail* 
u•a doDo a tSM Jola .. *re• 

Yea, 'bat Ul1a tbbl I Ut'* Ia ..- c~Mpo• ... 
it loolca. 

Well, I ..... wiU. JOU .._, .... le81'0ta17, ... 
I Aaa't ttatD)r tlbla Ia tale ft.Nt cme. I t!alllk 

*'"'u".-.... • 
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1l, !II. Jrt 

H.M , Jr: 

Foley : 

H.!i. Jr : 

Foley : 

c H, M, Jrt 

Foley: 

1l . ~.Jr: 

Foley : 

ll , !.l , Jr: 

Foley: 

H.ll,Jr: 

Foley a 

H, !II,Jr: 

c Foley a 

- 8 -

Well , tbat'e all ri~t and that 1 e all the more 
reason Why we ehou1d act prQIIIPtl)'. And you 
might even, U' }'OU want to , get something from 
the Attorney General, inamauch ae tb1e will be 
the f i rst one. 

flell , I don ' t thlnk that tba t --

•••• i s necessary . 

•••• i s necessary, air. I talked to Bob and we 
see eye to eye on t his and he feels that be 
doesn ' t want to be put i n the pos ition or paae1ng 
on each one or these caaea . 

Another thing, we have a Colllll11ttee set up for 
this purpos e , of which Guy Helver1ng ie Chair­
man. He ou~t to be called 1n tomorrow on thla . 

Yea, air. 

See? 

Yea. 

And after all, i f be passes on thla , all the 
members of the Commi ttee vote and s1gP a letter 
also recommsnding thls t o me or to the Acting 
Secr etary or tbe Treasury, with Guy Belvering 
aa Chairman . 

Ri~t. 

In the eyes of the publi c , that baa considerable 
weight. 

Yea, That Committee ia composed of Gaston and 
Helver1ng and Norman 'lhompson and ~~~Jself. 

'l'bat 1a right. But Guy o~t to be conaulte4 
on tbia. 

Yea . 

I'm aorl')' that Ee.a11 Harr1a' bo7• don't behave . 

(Laugba) He'a blushing. 

.. 
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R.U. Jr: 

Foley: 

R.M. Jrt 

c 
Foley : 

H. !oi.Jr: 

Foley: 

H.M.Jr: 

Foley: 

H,W.Jr: 

Foleya 

( H. ll.Jra 

- 9 -

Well, I think we can handle it for you, Mr. 
Secretarr, without too much embarrassment . 

Doeen' t the gang agree w1 th me that they 
should be - not to wait unti l the day before 
Qlicagot 

Absolutely, that's why we called you, s i r . We 
think that we ought to call him right now and 
tell him to put the resi gnation in the mail 
tonight, eo that some Republican won' t be able 
to get up on the floor tomorrow and say tba t 
your duty is to remove Durning and thereby 
cause a a1tuation to arise which might preclude 
you from permitting h1m to resign. 

flell, that's all the more reason why when this 
thing comes 1n, I think that somebody ought to 
walk over to Steve Early, explain it to h1m -
a couple of you go over there , possibly, Bell 
and Guy and Foley, the three of you go over 
there and call on Steve Early, expl ain i t to 
him early in the morning, see , so that they 
can get it out before Cong~a meets at noon. 

o. K. 

See what I meanT 

Yes, air. 

And l td like to writ e - while he doesn ' t resign 
to me - I ' d like to wri te a very nice letter, 
because he has done a ewell job. 

That's r1gbt. He 's been a real asset to the 
Treasury in New York • 

• . . . a ver-y fine *'-r written, and I - knowing 
how the President warka, I think you ought to 
have a letter drafted that he can sign, on White 
House stationer-y, see! 

Tomorrow! 

Yes. 
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• 
F: 

H.!I,Jr: 

F: 

~ .". Jr: 

F: 

H . :~ .Jr : 

Sell: 

H,V,Jr : 

B: 

H. l' .Jr : 

!l: 

H . ~~ . Jr: 

P. ,H,Jr: 

9 : 

H, '" .Jr: 

B: 

ll: 

~ 10. 

o. x. 
I think that Bell , Foley and Helvering ought to 
go over to see Steve E~rly before Congress opene 
tomorrow. 

o. 1': . 

Before noon, and get it out . 

All right. 

78 

So we won' t be attacked. It's a very ticklish thlng, 

All right, we'll take care or it, 

l·lhat? 

Yea, we ' ll do it that way. 

Don' t you think so? 

Yes, I do , 

Steve ' s the ~an- Steve Enrly 1 a the man to see. 

All rlght. lie ' ll get 1n touch with Durnin~~; right 
away and t hen tomorrow ~orning we'll see Steve 
Early. 

When you get throuah, I'm going to ask the operator 
to switch ne over to Steve, so I ' ll just tell him 
the' thing is comi~. I think that will help a 
11,ttle bl t. 

All right . 

What? 

All right . 

I still say I think Bl\811 ought to make hie boye 
behan. 

(La~e) He just ~ot baok. He'• doing -- he ' • 
ri'!;tlt on the job here. He 1 e knocking ott the 
lee4er today. 
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H,li,Jrl 

ft,II,Jrl 

Foley a 

H, lt,Jra 

H.li,Jra 

Ope rator a 

- 11 -

Wbat 1a tb&U 

I aq he just got baok IUIId hi' a going right into 
action. 

O. K. 

All right, air. 

~you. 

Good night. 

(~o Operator) See whether llr. Early ia still at 
the White Bouse, please. 

'l'hank you, 

79 
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TREASURY DEPARTMENT 

INTER OF1'1CE COI\4114UNICATION 

DATa April 2, 191Jo 

• 

Shrli.Dl: ahibl\ecl a f1nau hndenq hi. tile ton~ exd>eap ll&l'b\ 
todq. In .U..ter4a, the rah roee troa 3,56 \o 3.57-7/S prior h 0111' 

ope111111. file inl.Ual quotaUo11 1Jl Ww York wae 3.57-1/8, DuriDC tile aora-
1ac ahrlillg ad'nlll0e4 et-.4117, reechiDC a high of 3.59 b7 noon-Uae, !'ha 
t1ra~~eu in the rate waa not aa1nta1ne4, and dur1DC tile athrnoOD it eate4 
to cloae at 3.57-3/4. 

Selle ot epot ehrlillg b7 the dx reporting 'ballkt totale4 11664,000, 
troa the tollow1DC aovcetl 

80 

1J eo~c1al coDC•rD••••••••••••••••• ••••········ · ········ • • 195,000 
IT fore1p bank• (J'ar ket, -..rope, So, Jaer, & :lear kn) .. It ~.000 

total ••••••• • ~.ooo 

Purch&eet of epot thrling aaounte4 to '542,000, at 1Ddicate4 below! 

If commercial concerne •••• • •••••• ••••• •• •••• •• ••••••••••••• • ~ 325,000 
IT toreip bank• (:1\!rope and J'ar kn), ...... .......... ..... It 217,000 

total ....... It 542,000 

!be following reporting banke told cotton bill• totaling ~.ooo to 
tbe JrUhh Control on the bt.dt of tha official rah ot 4 .02-1/21 

lo 16,000 b7 tile WaUonal Oiq ..U 
4,000 liT \be brallt7 !nat ~ 
1,000 liT the Irnng trutt 0011pM7 

" 21,000 total 

In a TU7 thin -.rita\, tile dhco1111t tor tile Canadian dollar narrowe4 
to 17-3/sf>, thea aoTecl ott to 17-7/sf> at the clo11, 

!be other 111porian\ C11Z'l'enc1 .. clote4 at follonl 

J'r-.ll tr-· 
Oldlden 
llwitt tr.Dot 
Wca• 

CONFIDENTIAL 
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u 11 UieretUJII h 110h 'hat the ehrllac abon poeU1oa ,.. akat llal'"' 
1a the week UII4C" renew. Jlu.rlBc thle UM, tbe poat 4ropp.t aarq 271 
to • ·--Thl' low of ).~)/'· Ia \be - p •1o4, tbe con poilu .. 
1ll otUt- bop- aarnaol.. aper1-.t aa 1aoreaeo, of wh1oJa allod n .ooo,ooo .... 1a Daoll lldl4or ...mta•h of 'u Jw Tonr: --.. 

3/161. 
au ... ill lloabq wa pr1oo4 at \be oqulm•' of 39.~. a 4ool1M of 

I.a LoD4oll, tbe prloo ~1a4 ~or epot eilnr ~oll )/164 io 20-1/'44. 
!be t ol'W1'4 quota Uoa 4oolbo4 l/ll4 to 20-)/164. !he u. 1. equlwl.oah nro 
J2.6l.f aD4 J2.J)I. 

!aD4T aD4 ~·• eottlemlllt prloe ~or t orellll ell•er wae vnahencol 
et J'4-3f4f. !he !rea1N171 • purohuo price ~or ~oreliJl ellnr wu aleo 
1111cbance4 at 351· 

Ye u4e •- purall.ae" of eUnr t otal111C 115«>,000 .,_, 'aJiillft tbe 
Sllnr Purcbau .Aet . Of thle _,aat, 165,000 O'IIIICU repru•t.t a eale 
troe 1DYntCIZ'7, aD4 tbe ~lllac 285,000 -•• coaeleto4 ot JIOW pro4uaUoa 
troe tore11Jl couatrl .. , tor t oZ'WU'4 4al1'n11'7. 

Ve &leo purcbae.t 500,000 o-e ot ellnr hoa tbe :lank ot "'""a 
uhr ov r~ aoa~ acreemell,, 

CONF\DENT\AL. 
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e· 
r;ote: 

L[r, Bell made two full length records on Tuesday nening , 
April 2d. He started the fir st record at 5 : 21. He di dn ' t 
notify anyone that he was going to make these records. Con­
sequently, when the second r ecord was full no one was here to 
change it so the needle just kept digging into the last part 
of Record No. 2 -hence the rest of Durning ' s conversation with 
Uf, Bell is missing . (See Bell' s memo of April 5/40 in re. 
Harry Durning matter) . I left the office at 5: Q5 that night; 
IU.ss Edlin had gone and so had Mrs. Spangler. Uiss Epps was 
here ( in Bell's off t ce) but she said she didn' t know either that 
he was going to m.ake a record or she would have watched the machine. 

t~ . Bell was informed of what had happened due to his failure 
to notify anyone of his intention to make a lengthy record. 

McH 

; , . 

I 

... • 
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Belli 

DurDi.Jl8: 

Bell: 

Durning: 

Bell: 

Durni ng: 

Bell: 

Durning : 

Bell: 

Durning: 

Bell: 

Durning: 

April 2 , 19f0 
5a~5 p . m. 

We've been diaeuaa1ng here the matter that you 
talked thia afternoon with Ed Foley and Baail 
Harria . 

Yea. 

Ed' a gone 1nto the - went i nto the legal ques­
tion rather care tully and he' • ea~~e to the con­
clua1on that the Batch Act appl1ea to JOur 
ease, 

That 's all rignt. 

And we have &leo dieeuaeed the lll&tter with the 
Seereta17 at eome length and 1n order to - not 
to eauee any embarrassment to 8Jl1body, 1nelud1ng 
JOUraelt, we think it would be better i f you 
submitted your resignati on effective as today 
and sent it down here tonight. 

HuhT 

And eend it down toRight! 

Well, I ' ll do that tomorrow. I mean, there's no 
queetion about that, I •m perfectly willing to do 
that. 

Well now, 1re 1 re afraid· of this, that tomorrow 
when thia Congress opens, JOU may gat a Republiea.n 
on the floor makinc a speech a bout your eaee --

Well--

••• • and it might prove - -

• •• • if there 's no question in my 

• 
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(Jiff'tf:A o# TMC DIIUCTOf' 

TREASURY DEPARTMENT 

f'ROCUREMENT DIVISION 

WASHINGTON 
April. 2, 191,0 

85 

;;eetir.g ns held thie morning at which wre present Colonel lolacMorland of the Arrq 

t:avy l'Wlition.s Board, Major I.Yona of the A:rrq Air Corps, Captain Collina and Mr. Bones. 

colonel r.:aclJorJ..and presented a latter, ocrq of wbich ill attached hereto u.r"-4 •.t.•. 
'!h1.s letter ill the buill for the firat etep locking taard the rel- of airplanae 

designed to the spacificationa of the War Departm.nt. 

He also presented ciraU.ar letters signed bT the Aeailltant Secrata:y of war dated 

l'a.rc:h J) and April 1 1 19AO, attached hereto lll8.l'ked "B" and • c•. Copies of tbeH baw 

been sent to all. manufacturers of ai.rpl.anea, eJl81nes and acceaaorlee. 

He further presented ~randum shorlng the etepa to be taken in connection with ex­

port releases, eorq of which ill attached hereto marked "D" • 

he detaUed intra~ntal inetruction.s for the War Department are in the oc~~r~~e 

complet i on now. In the meantime, the information and authority" contained in at­

tachments i a sufficient to etart negotiations looking toward the ultill&te releue of 

aey restricted itala made to the design of War Depertmant apecifieatioDII. 

At the request of Colonel 'Kacllorland a telegram we eent to each of the ccapan1ea 

indicated on page 1 of encloeure • A• advising them that, in accordance with the 

authority contained in ancloeure •a•, they are authorized to begin col1T8raationa with 

Ute Anglo-French Purchaaing Board to determine what IIIOdela llig)lt be deeired and in 

wt quantities. Colonel Macl!orJ..and ad-rlaed ae that th1a initial. etep bad been taken 

by both the Bell Aircraft Com~ and the curtin Aeroplane Com~, repreaentatiwa 

of both of 'Which compeniee now being &Jl8&ged in negotiations with the Air Corpe of 

the Army to determine the buill on wbich a cbanp-order 110uld be illaued1 th1a a ction 

being neeeua17 prior to the ooepletion of releaee negotiatione in 'llhich tl1q are in­

tere:oted, 1be releaae 1e the lut etep of tbe procedure before actual negotiatione 

for a contraot u;r be Wldertalcen. 

A let ter hu bean eent to each of tbe unutacturere indicated on page 2 of enclowre 

•&• advieing them that they are aut.llariNd to begin col1T8reatione with the .f.nglo-Frencb 

l'llrch.asing Board to detendne whe~ • DDt there ill &JV' interest on the part of that 

Board in a~ of their product&. A letter haa been forwarded to \lr. Purvie1 copy of 

which is attached hereto urlced "1"• 
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1Wl mftlmllft 
tllB .lDJUT.UI'J' aprpu.oa OPPICI 

'U8UlJim)l 

TO 1 '!be Quarteru.ter General., 
'lfar Depart.ent Repreeentau,., 

Liaison ca.ittee <:Waipted by the Preai<:Wnt, 
lieD:>., Deoe.ber 6, 1939. 

,. .. 
~ 

1. Re.tereme i.e ll&de to request ~ the J.nglo-Frenob Pl1rdlu1.Dg 
Board ot llarch 14, 19JIJ, torarded to Oenerel Grego17, A:nq .-bel" ot the 
President1a Li&ieon ca.ittee, with request that the a.ction ot the 1Jar 
Departaent be turniahacl co-rering the rel- ot certain deaipe of &irplanea 
and engines. 

87 

2. Pursuant to the provinons of a rnised policy on foreign u.la 
ot aircraft, prolllllgated on lr&l'!lh 2.5, 19/1), by the Secretary ot 'lfar atW 
conten~nce with the Preaidant, it ia <:W111red that the ~ncb Purchu1nc 
Board be 1ntorMd that the War Ilap&rt.Mnt baa no objection to 1 diate 
initiation ot oonftnationa with the manufactlll'ere of the followi.ac t7pea of 
airpl.anea tor the purpoee of obta1n1ng enough 1nto~t1on to enable the Board 
to reach deciaiona aa to the 8Uitab111q ot theee dea1gna tor ita propoaed 
Ordera t 

Bell,P-39 
OlrtiN, P-46 and ~ 
Douclaa, J.-3>-1. 
a~, P..SO 
LodchMd,P-)8 
llartin, B-26 and J.-:!2 
Jiorth u.rtoan, ~ 
bpublio, P-44, P-47 and P-43 
Steaman, J.~ 

3. 2be Boerd aboal.d be 1'llrtMr i.DtoJ'MCl that the geD&ral oondit.ioaa 
to ~rn tbe oouwveatiou bet.een tbe Boerd and tbe aauu.tacturen will be 
NWPm1cated to the UIIQtaotwera -'*"b)' the 1Jar ~JeprtMDt. Dar1.ac 
theee CC.11,...t1oua, aauu.tacturen ~be apeoted to aatecuard ailltarJ' 
secreta, the etatu. of 'ltlioh i.e -n lalown to u-. 
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4, '!he ao~b ~ a'bon an \ n> .. 1llll4er -\rae\ for \he 

uq. In addition \here are aenral -11fachrere wbo lurt-a alrplanea or 

deai~a which were llllde up for \be War llepar\Mnt an4 wbal.t\84 in recent 

compet i tiona or for tnh at Wript field. '!bei r 110dall ~ alao be dia­

C'laaed by the Board. '!h .. e -11facturera are lhte4 'belovl 

.UrOJUlUt1Cal Corp. of Aaerica, wn!ren .t.irport, OlncillDaU, CIUo 

Arrow A.lrcutt lo Motora Corp., Lincoln, llebraalta 
Beech Aircraft Corp., Wichita, lana. 
Belltu~ca A.ircraft Corp., llev CaeUe, lle1avara 
Barley-Grow A.iroraft Corp. , 13210 french Rd. , Detroit, Mich. 

Br ewater Aeronautical Corp . , Brevater B14c. , Loac lalaad Oit7, 'll. Y. 

!:dwerd G. 1lwl4 Mac11facturiac Co., 25th lo Jla.utlac Parle .&..,.., , 
Ph1laa.1ph1a, Pennqln.nla 

Burnell1 Aircraft, Ltd., ~en>ort, N.J. 
Ceoana A.lreraft Cc., Wichita, lanaaa 
Culver Ai.reratt Corp., Bexla7 P. O. lox 177, Port Oo1uabua , 

Coluabua, Ohio. 

Ounn1ngbam-Rall A.lrcraft Corp., 13 Canal St . , Rooheater. N.Y. 
Ourtiaa-Wright Corpor at i on, St. Louie A.irplana Div. , Robertaon, Mo. 
Enc 1neer1n4!: & Reaearch Corp. , RiTerWe, llaryltllld 

Fairchild llroraft Div., fairchild lncine lo A.1rp1tllle Corp., 
Jlacera tovn, ~CarTland 

neetwin4!:1, Inc., Brietol, Penna7lTania 
?letcher A.viation Co., 625 W. San lerlltllldo Rd., Burbank, California 

Barlow Engineering Corp. of California, 2112 OllkWe A.ve., 
P....aana, California 

Inter a t a te llrcr aft & lncineertac Corp., 2600 Weat Imperial KighWST, 
n Se&UDdo, Cftlifornia 

Lenert A.lrcrflft Corp., P. o. lox 74, Pontiac, llichi&an 
Luecombe llrplane Corp., Wnt 'l'renton, ll,J, 
Long leland &iroratt Corp., 435 W. Hoff11111n Ave., Lindenhurat, N. t . 
Mellro7 Aircrflft Corp. , 350 1<84hon A.ve., llew York, ll, t, 
l~rcur7 llrcrflft, Inc. , ~nd8Port, B. t. 
Piper A.lrcratt Corp. , Loelt l!&ven, Penna7lvania 

0 

Porterfield A.ircraft .Corp., 18\b & Waba ah, Ianna Cit7, lliaaouri 

Rearvln Aircrflft & hginea, Inc., f airfax A.irport, :lenaaa Ol\7, lana. 

R7nn Aeronautlcft]. Co., Lindbergh field, San Dieco, California 

St. Louie llrcrflft Corp. , 8000 11. BroadWST, St. Louie, ICi .. ouri 

Southern A.lrcraft Corp., lox 1872, llouaton, !exaa 
Spartan A.lrcraft Co., !'u.laa, Cltlaho• 
Stinaon llroratt Div. , A.viation Mfc. Corp., W&TDa, Michican 

0 88 
p 

T 

Tba Aircraft Co. , Loa .&.acelee Metropolitan A.irport , 1!055 Woo4lq A.va., 

· Van liu:ra, Celitornla 

The Vep A.trplane Co., 1627 Tictor;y Place, Burbank, Celifornla 

Vou&bt- 811coralt7 A.ircraft Div. , 1J'n1 te4 A.lrcratt Corp., Stratford, Conn. 

Tultaa A.lrcraft Div. , A.viation ICfc. Corp., S28 Cerrito• A.ve. , 
Dovna7, California 

Waco A.ircraft Co., 1'r07, Ohio, 

- 2 -
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I.&B D • .AB'lVD! 
Office of the Aaaiatant Secretary 

la.blncton, D. 0. 
.,..~~ s 0 1940 

Pe.nding the inua of the reviaed procedure governing the releaae 
of aircraft, aircraft aoginee, and 1tema of aircraft equipm.ent and aecet­
aorieo for export by the lar and Navy Department&, you are authorited to 
conduct preliminary negotiations with the Chief of the Air Corp a leading 
to an agreement to accept change ordera on ex1et1ng :/ar Department contraeta, 
in accordance with the GOVJIRNltENT POLI OY ON .lD! CRm FOREWN SALIS, aa 
!ollowal 

liben 1t 1o to the advantage of the national defenae the 7ar 
Department will negotiate for deferred dellv 1riu un contract planee. 
If manufecturer a taka advantage of fore!~ o~dara, then prior to r aleaea 
tor aala abroad, D&llufacturere abell agee to accept cbenge ordero on 
exiat1ng liar Department contracta. The Government muat be fUlly 
protected and any authorised delaye muet not interfere wi th the delivery 
of equipment for unite immediately necesaary for our defense needs. 

The release poliQY for foreign eala of our moat modern deaigne will 
be liberalised to accomplish the foregoing, to further stimulate produo­
tiva capacity and to ineure improved typea of planes for our forces. 
Each euch caea muet be decided on ita merite. Prior to the release of 
any of our deaigna for aale abroad, the manufacturer must negotiate wi th 
the 'Jar Department tor auch change• in thoae modale which are under 
coptract for the United Statea Army in order to insure that improved 
typee of airplanea are delivered to the 71ar Departmaot . 

No military eecrat will be divulged or releaaed to any foreigp 
purcbeaer of m1l1 tary airplanes. 

Neither deeigna owned by the War Department nor manufecturerwowned 
dsaigoe over which the War Department baa control, will be releaaad for 
manufacture or detailed aaaembly abroad. 

l'oreign gover~~~~enta muet agree to furnhh ua full ani complete 
information on the deai~, equipment, end combat performance of 
Aaeriean-made planaa. 

It ia deairad that prior to entering into ADJ negotiation• for 
fora!~ eelea, neceaeary arrangemanta be made with the Chairman of the 
Pralidant'a Liaiaon Co110.1ttae. 

Very truly your a . 

LOOI II JO!IBSO!i 
'l'ba .t.uiatant Secretary of lar. 

'IJ-3327,.t.. c. 

!?0 

Regraded Uclassified



ole•' 

Gentlemen: 

WAR lm'AR'l'KD11' 
Ol'FICll 0'1 '1'!!!: ~SIST.ANT S:aatl!l'ART 

'ofaehincton, D. C. 

APR 1 1940 

Pendillf; the issue of a revised procedure by the War and Navy 

Depa.rtmente governillf; the release of e1rcraft , aircraft enginee, and i tems 

of aircraft eq~pment end accessor1ee for export, you are authoris ed to 

conduct preliminary negotiations with the Chief of the Air Corpa leading 

to e_ppl1Cl'tion for export of aircraft and i t1 componenta, detigne1 to 'lar 

Dopartcent apecificationa, in accordance with the GOVERNV!N1' POLICY ON 

AIR!:i!AFT f OR£1011 SALES, as followal 

When it ia to the advantage of the national defense t he War 

Department will negotiate for deferred deliveriea on contract planea. 

If manufacturer• take advantage of foreign orders , then prior to 

release for enle abroad, manufacturer& ehall agree to accept chenge 

ordera on ex1at1ng ifar Department contracts. The Government muat 

be fully protected and any authorized delqs muat not interfere 

with the deliYery of equipment for unite l.Jm:lediately neceaeary for 

our defense neoda. 

The r el ease policy for foroign sale of our moat modern designe 

will be liberalized to e.ccompliah the foregoing, to further stimulate 

productive capacity and to inouro icproved typea of planee for our 

forcea . Each such case =t be decided on ita meri ta. Prior to the 

releaae of any of our dosigna for sal e abroad, the manufacturer muat 

negotiate wi t h the ifar Department for auch changes in those modele 

which are under contract for the United St ates Army in order to 

insure that improved t ypes of airplanes are dali vered to the 'liar 

Department. 

No mil itary aeoret will be divulged or released to any foreign 

purehaaer of military a irplanea. 

Neither deaigns owned. by the 'iar Department nor manufacturer­

owned designs over which the \far Department has control , will be 

released for manufacture or detailei asaembly abroad. 

Foreign governments muat agree to furn1ah ua full and complete 

information on the deai6D, equipment, and combat performance of 

~eri~made planes. 

It ia deaired that prior to entering int o &Q)' negotiation• f or 

f orei~ aalea , necoasary arr&Jlf;em&nta be made with the Chairman of the 

Prea1~ent 1 a Liaison Committee. 

Ve~ youra, 

)__~ 11\~. ~~ 
LOUIS JOHliSOif, 

The .laaiatant Secretary of tar. 
w-3333,4C 
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1. J.OO tri!J1ealh War :o.p&rt...,t au\horU:r to Cbal..- of the haal4aa''• 
Llaleon Board authorhlnc oonnraaUolll 'bat- foratcD parellaMn aad 
lndlddual .... utao\uran 011 all \7JMa raquated ill litter of llaroh 1 .. , 
1940· 

2. Captain ColliDe aoqv.illh Mr. hrrta of hh -.thortt;r. 

3· Captain ColliDe 110Ufl11 -=tactv.ra lla\14 ill letter fr• the AIIO 
that t~:r cu oonn11 with foratcD rapreautathea. 

~. Mlu>utaeturera co11Cenl4 f oraall:r r1q11111t releue \hr~ ~Ucal 
:Board of cpeoitlc l tae which the foretcD purcha11ra c!Aalre, 

5· Prel1llllllar;r necctiatiou fonall;r ehred lllto 'betweaD J.lr Corpa repre­
eentatine 11114 -utaoturera. '!he ...,utac\urer at the e ... u .. OOilflra 
with foreign purchaaer. 

6, Poraal aQee•nt chrld lllto 'bat- J.lr Corpa repreiiJlte.UTel 11114 
eanutaeturere on a 'buh for relea11 of apeoiflc arUclea for export, 

7. Pora&l acre-nt eetttnc forth condltiona on ..,1ch releaae 11 aade aull­
aitted to the J.eeiatent Seoretar:r of War for approTal 11114 G-2 for hla 
iufol'lllation. 

s. Upon approTal of forael acreemeD.t State Department adT1el4 lllllufaoturer 
i i eligible tor llcanee under new poli o;r. 

9· J.ir Corpa repreeentathea enter lllt o for-.1 chance or d.era, chance• ill 
contract, an4 other adallllatratiTI procedure neceaaar:r to put the t onal IID"••-t lllto effeot • 

• 
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c tacl'nn •n Unnft ~·-. u 0ua1 "'"""• .......... ._ Twn 
~ O..'a. fto ...S. ~ K.Ul-. l .. al"t-0 !Quaari 
lnc1Mwlec. • ... ........ ll;w n , .. lluoJ'laM 
Pa1.Nidl4 .l1Nnft Db'o0 Nnh1U Tlnclee • .U..,laee C.,'e. ?ecwat ....... 

n~·· IM •• 1r1~. r vt.....sa 
nNhW l.U,lrr Ceo0 121 Wo ... .... 'I ........ , t• C&UtWeia 
Julw W.C~ Ce17°e el CalUN'IIia0 I1U OeHpJe .a.-.. Jlle .. t-•. CallN te 

tn..-w .lbaran • lee~ Cerp'a. uoo •~ ~ "£' 1r 

~.-.n .l1Nraft ~·-. P.o . ._, •. ..u.. ... ..,,.., 
Lu••• .llrplaee c_,•,. Wen 1'swl •• ._Me., 

11 ... ••• Cal1.tweia 

~ alliM u......n c-.•e. 611 w. ?et1lesa .a.,_. • •e~mmrn • ._ r.n 
·~ .llnnft cerp•e. .., •~tam .a.-.-• ._ r.- ctv 
llen"'7 .llnran. IM •• z 'apo~ • ._ r..-
1'1per Unraft Cei"J'Pt '-k ........ P Vlftftla 
Pon.rtlal' .llnnft c • .., ••• J.Ma~ • ,...._ ,,,., cu;;r. lftte•l'l 
~ante .llnran • ?ecn-. IM •• h.l~ ~. , .... ctv. r., •• 
.,_ "-•Ueal c. •• tte•wp nel4. IWl Dleca. CalUtnia 
at. '-la .llnnft c...,•-. 1000 z. Is st I I• n. '-18. 71aaaari 
'rrthrn .l1nnft eerp•-. au un • ._We. ,_ 
.,..._. .l1nran c. •• ~. <*-1et-
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.lprU 2, 1940 

!ffW\f!•"P'Uf M t Q SI'CRitABlr 

Poglfle Cgoot Sbipplpg SituAtion 

Onl,y trade to diaplq &liT lllliaation laat week as related 
to tile Pacific Coast treigbt and ct.arter aarket waa tlla Orient, witb 
tile tixiag a 110torsb1p tor scrap trom Portland to Japan at $17. 50 
r . t.o. Tbis was considerab:Qr bigber tllan a!V' previoua laval, and tba 
boost was attributed to distresa cargo. Owners, however, were aeking 
between $1.5 and $17 t .i.o. tor bottoms dependiag on position, porta, 
et c. A time charter tor tr&diag in tbe Far East at $6.50, previous4' 
reported , wss confil'lled. In &eneral, space to tba Orient was tight. 
Luab!lr to Cbins was quoted at $52. &1 on a charter baaie; grain was 
quiet; general cargo onl,y taJ.r. 

The int.ercoestal linea were still naaped wi til cargo 
otferiags and tbe sbort.&p ot sp&ce coutiuued to &et worse. Tbe lines, 
in order to get more revenue , were cancelliag Section l S agreement& to 
get awa,y trom less profitable rate divieions ard absorptions. Shipper 
and civic groups and poll ticiane oonti aued to press the llari time 
Commission for action, with not much euccese. Eastbound lumber wee 
•oat distressed. 

Tbe tradee to Europa were 1nsct1ve, despite shortage of sbipe. 
SbJ.pa were mt beviag ditficul ty in fil H liSt but tbere wss 110 rusb tor 
apace, sucb as was DOted in tbe first weeks ot tbe war. Llaber rates 
to Seandinsvia.n porta and tbe .lntwerp/llottardaa r&~~&e were quoted at 
$50 and $55, respeetive:Qr. Indications were tbet l..,ber to tbe 
Cont.lnent DB¥ go bigber. 

There was an tlOUte shortage of luaber apace to .lustr&lla, 
but tile general cargo market remeined week. Luaber was offering at 
around $52. 50 and logs at $&5 or better. 

About tbirty per cent of tile larger Pacific coastwise abips 
bne left tile trade but buainesa bes declined about tbirty- tbree and 
ona-tbird percent. In otber words, Pac1t1c Coast water borne traffic 
baa deellned to a greater extent tba.n tbe withdrawal of ships. 
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Statistics aade public ~ the Port or lew York Authority 

sbow that for Februu'7 1940, 4* or the exports and imports of 

tbe United States IIOTed through the Port of lew York. 

97 

The slowing down in the IIOTeJUnt of exports to the ~elligerenta 

i s pronounced. The Fr ench have the situation ao well in hand that 

they have canceled the apace they had engaged on a neutral veasel in 

April. There are unconfirmed reports that the French will place 

new orders for large quantities of trucks but there is no evidence 

1n support of this as yet. 

With the exception of steel - on which the British Government 
~ 

pegged rate is low - the British lines will be able to accommodate 

a 1 priority cargo in April. 

Non-Conference operators who have vessels on net form charter 

are experiencing difficulty in obtaining cargoes for these shipa, 

even at Conference rates. 

Charter r a tes , both time and net form, hold str ong but little 

business is being done account scarcity of suitable ships. 

The railroads at the Port of New York are lightering for 

export aboutt 800 care per day; cars awaiting unloading for lighterage 

are averaging about 3000 cars per da;r . In storage i .n railroad 

facilities there are 4739 cars, with accommodations available for 

another 9800. 

The quantity or grain in railroad cars, boats and elevators 

at New York i s less than two aillion bushels . There are large 

<I uantities in store at ~falo aDd this ill being 110ved down b7 rail 

as s teauhip apace 1s enca&ed . 'l'bere are t en .t111 on bushels or 

grain in the ele .. tors at Alb&DT end tbat port is expected to beco• 
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actin soon with the clearin& up or the ice in the lfwlson Jlinr. 

On reSUIIption or business after the Bester holidaTa 

the Antwerp grain urket d1aJ:11&7ed. a little .,re lite, with the 

rate advancing troll 70 to 7S# per 100.. lba. The rate on grain 

rrom the River Plate ~o Antwerp is $29. per ton compared with the 

last f ixture a t $28.50. 

There was a very sll&ll increase in the nu.ber or cars 

loaded by the railroads in the week endin& llarch 23d. Indicating 

the limited effect the war bas bad on tba voluae of business handl ed 

in this country generally is the tact that the carloadin&s in recent 

weeks are runn1ng around 9~ ot the average DDJDber or cera loaded 

in corresponding weeks or the precedi ng tan years. 
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SEcrEtary of StatE , · 

Washin8ton. 

421 , April 2 , 8 p .m. 

GRAY 

Paris 

Dated April 2, 1940 

REc 1d 3:28 p .m. 

FOR ~ T;EASU!tY FROU t1ATTli'!::'lS. 

A noticE has just bEEn issuEd by thE national 

.~ssociation of FrEnch holdErs of nEgotiabl E sEcuritiEs 

99 

in rq?;ard to thE Brazilian litcrEE of Larch 8 , 1940 

provi~ing for thE rEsumption of sErvicEs on thE 3razilian 

forEign dEbt . ThE association rEcommEnds that bondholdErs 

accEpt thE proposals ma~E i n rEgard to SEl'vicEs on thE 

strEngth of dollar loans and t:\E stErling loans vthich 

do not contain a gold franc option; it advisEs t hEm 

not (rEpEat not) to prEsEnt coupons on thE papEr franc 

loans or on thE stErling loans bEarinG a franc option. 

Finally it aGvists bondholdErs to postponE prEsEnting 

coupons on thE franc loan~ containing a gold franc 

option pEnding thE outcomE of thE Franco- Brazilian 

nEgotiations rEfErrEd to in a lEttEr of tltt Brazilian 

ForEign UinistEr datEd Uarch 8 , 1940. 

DEposita 
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- 2- 1(121 1 April 2, 8 p oLi o 1 from Paris o 

DEposits in thE National (Postal) savinGS banks 

durin!; thE pEriod March 1 - J.S 1940 totalEd 349, 000, 000 

francs and withdrawals 2371 0001 000. i.>Eposits EXCEEdEd 

vtithdrawals by 830 1 000 1 000 from January 1 - Karcb 15, 1940 . 

ThE sEcuritiEs maricEt was subj Ect to profit taking 

today but rmtE issuEo wErE strong on thE improvantnt 

of thE franc at HE w York . Advanot s rangtd from onE 

franc to francs 2 o25. 

MURPHY 

CSB 

• 
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3TRI CTlY CON FIDE NTIAl 
TREASURY DEPARTMENT 

101 

INTillt OI'FICI: COMMUNICATION 

DAU Apr il 2 , 19110 

fROM llr, Cooiu'u 

O!fioial Mlu ot llri Uah o""a4 dollar aaouri tie a UDder the YlltlJIC 

order ettaotiYe J'ebraar,r 191 

Jlo. ot Sbar .. $ Procee4a ot Jloafnel Talu $ Prooeeda ot 
Sol4 Sheree Sol4 ot llollda Sol4 lloDda8ol4 

ICarOh 
25 10,800 1151,~96 Bil •u 
26 19,6oo 819, ~7 Btl Ill 

27 42,800 1,561,591 Jill Jill 

28 19,863 6n,281 Btl Jill 

29 21,500 77 ,881 Bil Bil 

30 14,800 430,777 Ill JIU 

ro!'AL lOi! liDI: 129,363 4, 739.363 Ill 111 

Salet t roa 
7ebru&J7 22 to 
llarch 23, 11101. 293. 808 11,590.937 Nil lilil 

TOT.aL I'DIIO.U!r 22 
!0 JI.A.RCB 30, IJCI., 

423.171 16,330,300 Jill Jlil 

111'. Opie, wbo 11 aullaUtuU.ac tor )(r, Plaaui aa J'i.II.UicW C01Ul .. lor ot 

the llr1Uah labaa tT, telephoned • thai a cable he4 bean rece11'e4.ftca .lnc1M4 

to iha ettact that aalea ot n-1'1tta4 eecuriiiee tor the welt ..,_4 Karch 23 

totaled $4, 200,000 • 

.. 
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SECrEtary Of StatE 

Washington 

826, April 2 . 

PLAIN 

London 

DatEd April 2 1 1940 

REo 1d 12z58 P~· 

FOR TREASURY FROM BUTTERWORTH. 

Lord Stamp, tht Advistr to thE British GovErnmEnt 

on Economic Coordination, gavE an i ntErviEW to forEign 

and British j ournalists last EvEning a~ no doubt somE 

storiEs havt appEarEd in this morning 's AmErican prEss 

rEfltoting his vitws but pErhaps not mtntioning his namt. 

Ht announctd that a otnsus of shipbuilding and 

EnginEEring labor and productivE rEsourots was bEing 

t&ktn and h t appar Ently gavE thE imprEssi on that h£ had 

rtachtd-thE conclusi on that to pay for this war 

"tht British public must EXpEct mort rationing and 

taxation and will havt to accEpt tithEr thE KtynEs Plan 

for compulsory savings or somE othEr Equally drastic 

rtmEdy" . In particular hE indioatEd that thE 5 pounds 

102 

to 12 pounds a WEEk incomE group of thE population would 

havt to btar tht main brunt of thE tuturt toonom!o burdEn. 

Inci dEntally hE also hEld up to kindly ridiculE thE tact 

that hE had rEOEivtd a parctl of foodstuffs from a f rirnd 

i n 
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MA - 2- tEl # 826, April 2 1 1940 from London 

in PhiladElphia and commEntEd on thE abundancE of thE 

rood supply and thE nECEssity for furthEr consmnption 

rEs t riction through rationing. 

This intErviEw has bEEn takEn as throwing 

light on thE charactEr of thE f orthcoming budgEt but 

thE TrEasury was mor E surprisEd than plEas Ed to h Ear 

of Lord Stamp's action. 

JOHNSON 

MCL 

103 
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STRICTLY CONFIDENTIAL 104 
TREASURY DEPARTMENT 

DAft .&prll 2. tgllo 

10 ...... Wq Mer .. , .. 

oa tllil tate till• 1 ' _. h=a'ef to • _, 0 far ft 111 ••· 

t tel.,Wef tlll pens-\ Jllft• U..I'Hf " !Irs r .. , 1a tale .-. .. hpan­

..... wUIInt t.Uoattac IV •- ~ oriclas Toot 1ktef tbat lie 11M 

110\ r-t reoo1we4 the 11Upp~ 6 OI!Mte tale MJit' ot taleb -•no• wUia 

.&.\ore wllloll W '-- pftetM4. 111l1Fo 6 OMMIW bcdnl, llilu~tor, 

wutber tllq 111.,._ &M1 1a 'auo, tta IIIII. -.,per witla Aatoq. !M lkto 

»tpan ... t W ~,.,_. tllltr pollq oa Ua, '-' 1••e4 ao o\JooUoa, I 

-.4entu4, \o tale Qll on ot 'au• allll ooppor. 

Jlr, Tnt - ao\ t•111ar with tllil '-'1•u ot oUIIor :1. J. Solalll\eoll 

A C • •T or U.. ... Yolk I114utr1al. D1 r ... 01 I IV• :lo bate ..._r. 

talbl oa tale to14ptx1 oa1.T tho prurl'~~& tv witla till hpo ~ 

00J70raUoa .... _. 4a11cJlte4 to bow tbat tllil laUor 11M niloa\17 -

fU to 1hp lhlpplac tta to .a.or,. 
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TREASURY DEPARTMENT 

WAIHWWICM 

llank 21, lNO. 

!'be t oll..UC •J Unno ~ ••• tv1JI& Ule well: eMlac 1 / U / fiJ 
baYO lieU ao\et: 

tao,ee:a.eo nt"lo 6 aa.aw 
lM,.H.'IO "" 36,11180.81 
.a.aJ.& 

foe \a]. tl00, .. 7 ... v 

• . J, IU.lleah 6 Oo • tt?,.at.n / 

il.. 7011.U 
total tllt ,1415. 33 

• • y . x..lu\lial M I Oo. •• ooo.oo 

Iato-tln llu Ma ..-1..- to \he etteo\ Uat \he hpe ~lac 
Corpora\loa ot ?1J ... , 1\., ... To$ Cl_,, ao -M4 .. lac nolaooo 
with •.a.• a4 ~~ -n tnl&'atout tna lllllpplac .., •n tla 
owtac to D laftot.\t. of Ulelr eoUYl\loo. 

// 

J, .. !llalllMII· 

t' 
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STRICTLY CONFIDENTIAL 
'rMWURY DEPARTMENT 

IN'TER OJI'f'ICK COMMUNICATION 

tt~ter• at•eno• l(r, boa .,-. \o • of •u ...... noolYO& 
ttoo tllo o-woo.Uh ~ of Alann.l.l&, wllioh to - :oportel la •• 
a\t.abeA "1!T of oa laooeb& 00)1....-. *'• bake na•o4. UIM hlo '-It 
wall t..Uodo •• t11o a •til 11M of .au•nua lto, ., ... to 

!06 

anup a .,..tal •-' fer \lao J'Mel:f\ of tile pnoHh of \llo ~\7 
w•• La qu•U•· 1a -- -. ., ~, • ...,. ... , ... ,., t~~o 
r.a.nl Booono :1oa1t &14 M\ ut.-1 \o \oD nn \110 oalo of ''- ~Uoo. 
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IIWOitMATION COI'Y ~Oit Ml' , Jtnoke 
.:.0 I 

22$6 
INCOMING C:ABL EGRAM-5ERIAL NO. ____ _ 

lfdla•J, .4prll 2:_• ..,:1:.:040:.:.::-----

t ~.,..1 a ... ,... Balik ot ••• Yel'k 

:Jew Yel'k 

:ao. •• co•PID¥1TIAL 

bol der• of a aeleote4 llat a) preaant oo.prlalns about 10 ate~• 

mar ket nlue .. , oa,ooo,ooo \o aell would JOU bo pl'&piU"&4 ,. 

oonlhlot an aaooUDt ln tlw -- ot ~a baak or CC.•--nwal.Ul 

Gonr1111ent tor reaelpt et p ..... 4a eabUng ua dallf I'M I illlt 

or each de pod t and \b8 tull -- or tlw bonet1ol&l")' wblob 

would be turnlaha4 by \be 4apoaltor. It ao on 'tlbat tel'IU. 

Briatl7 \be »lAD would bo to ....Uae aeour1Uaa oYer period 

or ab -nt.ba baU to bo eo.pleted w1 t.bln three MOnth a. l'neHda 

qu1re4. 

tbia la pvel7 0.1'&1"JW8At operati on an4 O'Cll" 4aa1ra la 

t o ban 1 t handled through Reaana Bank obannela but lt for &nf 

rouon 1 t would not be aut table to 70u pleaae do not heal tate \o 

•o l ntora ua. 

/
~-

IIY Poat llt 118! OORRICT 

• 
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TREASURY DEPARTMENT 

INTI!I'I OI"FICIE COMMUNICATION 

DAft -'J)r 11 J, 19llo 

TO SecretarJ Korgentban 

IIJ'. Cochraa STRICTLY CONFIDENTIAL 

.t.t 4 o'clock tbh afternoon llr. lnoll:e telepboD8d .. that the :rederal 

Reoene Bank of !On Torlr: 11&4 r-.:eh'ed a eablecraa ~roa the llaUoaal a.111r: 

o! Belgium aaldag that three eonfiraed eredita be o~ned 1n fa'l'or o.t the 

following concerne tor the aaollllia i ndlcated1 

$62,000 
$15J,OOO 

$12,000 

t o Coli '• Patent l'ire .t.raa Co. 
to llrenter Aeroaautieal Co. 
to Cnrtlaa-Wrigbt 

'1'he J'aderal Reaene llaDir: 1a eabliag baelr: that 1 t h not practicable 

for lt to handle II1ICh tranaaeilone. 

The J'edera.l teela that thh h buaineu which ehould go to eo...,.rcial 

banlra, which are better qnalit1ed to handle it than h the J'ederal. 'lbe 

?ederal Reaene Bank baa l .nterpreted the 'lreawrJ'• attitude aa 1ndieailng 

a dealre that buaineaa o~ belligerenh be tall:en care of through ~eia.l 

account with t he J'ederal Reaene Bank of ITew York, but that doea not in­

elude purcbeaea aueh aa neutral eountriea, including !elgium, Switser land, 

Sweden , and 8'1'811 J'inland, baTe bec ~ng on thie ..rket. 

• 
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TREASURY DEPARTMENT 

'STRICTly CONFIDENTIAL 

llr. Iri&07fto n-1&1 Oo-lor fd .Vpdlaa, oall.e4 oa • \bh­

J.D&. Since 'rle1Unc • lan be baa been 1n 0\\a• u4. aleo 1n Jew Tort. 

llr. Irico,.en a\ate4. \bat be bad. to11D4 - blm.lanoa 1n ... Tor It "IIIIo _.. 

will1114 to cona14er a }IQ"b11o lua. oil \bh -.rat fd 5-Tear trea-T 1111\ea 

or .LrgenUa, to tbe -'llllt ot $15,000,000, at a rate fd about 5.}~ 

Ir1so,-.n \bolllbt \be baalten woul4 cbarp tbh ratber b1p rah l>exn .. fd 

tbelr UDMainua - -.r coa41Uona aa4. periloularl7 beoa .. ot tba1r tear 

that .LrgenUD& ~not baft auttlolent dollara to tiuzlce bar parcbaaee u4. 

aerYlee her toreicn debt 1n dollar• it pouat trade tren4a OOiltiJm.e tbrouP 

a lo~~& ar. llr, Iri&OTWD adllUte4. \bat tbare •• - Ju\UiaaUos tor tbia 

tear. llr. Ir1C07ft a\ah4. tbat tbe hiae 'bulten are willlnc t o r- tor 

another two ;veara, Oil ~on4. teraa, tbeir ored.ih t o .Lrc-U~~a "llblob •nre 

ahortl7, altbon&'l, aa reported. to M pomoul7, tbe Dv.tob 'bulten will 1111\ 

renew their abare, 

In 4.hcuuinc tbe embenl" poobleaa fd .Vpati~~a, Irlco7ft aa14 tbat 

theae •re aoM11bat a1.a1lar to tbe pooble8a fd o.-da, fba .. ho 01111Dr1u 

find their aoat illportaat -.rltat outlet ill \be 1JaUe4. ~. Oil tbe otbar 

band, the7 4.o their aoat illportaat ~ting troa tbe t7aita4. Statu. lallinc 

to the Uili ted. J:inccl.o• ua4ar tbe -.r-tiM arranc-enh, llb1oh baYa lDYolft4 

.LrgenUza baing 4ra-. tor pruUoal parpoaea into. tbe narlinc area, .VpaUM 

and. Cana4a do not race1n -P dollar n-benp to Jl&l' tor t.beir ~ }1111'­

cbaaea on tbe ndta4. ltaha -.rite\, Oall&da baa oae a4ftll\ap - .Lrpatlll& 

1n that abe oaa poooure cklllara troa .Perlcaa touriah ad. aleo baa u 

!aportat cold. poollaaUoa llb1oh oaa be arlte\&4 lll \be U'aU ... lta\u, b­

terrtn& \o tbe olaariac acr•-·• bri-ll .Apa\laa aa4 -.claa4. Irico7ft 
teela that h.\il ona\17 will not be a!lle to .tarait a blc pl4 be1•"e to ~ 

"'P llllzl&l•n" tor traaatar oal.7 attar \be -.r. Be tMle tbat .VpaUaa .Ul 

be obllce4. to aecottate tor a pen fd \bia to be 11.-!datef.. partsp'l lbrOQ&Il 

T1•14.1D& to .lrc-U~~a oarta1a ~· ill JrrUhb ona4 -aru 1a tba\ -'1'7· 
or C1Yl JIC - 1lili'•4. Statu dollar •mba"'C''• 

In llfUHJIC fd tbe pWD4 etarllnc, I.rtco7ft 4oae aot upaot \be ottlclal 

rate to be lom a4, B• \bhlta \be t•4nc7 will be to eliPUf. \be ' a:r ot 

u;port ooaao4.1Uu 1lh1oh -.l be pa14 tor 1n a taabios 111.ailar \o \be\ ae\a!ln 

Ulhe4. tb1a pan ~ to:r -'ala ..,aoUla4 arUol... fbaa, be tb1alta tree 

ahrllnc will beu 1 _. lia4 aara a aun11117 to be,....., 1a 'Nt- aat-

114.era, u4. to:r 1lb1ob a 4.eol1ninc --' fd uae - be t9QII4 • t.be JrrlUala 

-.rata, llth \bia taU.7, be bellwea \be uae d tree narlinc .s.u 
dla1nillb. ~ ~. be a\ata4 \bM 1t Jaa baa \be prutloe ot Al'pala& 
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to ooll wheat to Bradl tor trH oterl1DC. l'acll lhrliDC bao bee& 111 ftl'll 
conYerted 011 the Jrn Torlr: -.zoDt; 111to '0111\ed Sta\eo dollar.. It, ao 1o DOW 
1n41a.\ld, the tree eterl1DC rah h &OiDC to 'be peraittad to co uuapported 
aod tho uoeo theroot lS..Uad, .A.rcenu~~a will ohaDCe the practice u4 iDYoioo 
tbolr wboat to Brasil 111 •- other CII1'1'111CJ, IIOot l1lool7 'll'IIUod 8tat11 
4olloro . 

Ir1C071D dolo not thllllr: that 111 pre-t ,... coii41Uone Great Brltal11 
c.11 uoe tree oterliDC to tlllllllco COJIPIUUn o>;>orh on the thll.tod Btatll 
earloot to an:r aerioue extent. Ho th1Air:o that tho creat11t dancer troa the 
prooent British pol1c7 h iDYOl'rld ill wlr1111C ~llh .nell Ill tbat with 
J.rcontlna which gaaranteee to talr:l troa tho tcroicn collllti'T an illportant 
.. ount of •erchandioe but doeo not gin in •=bance currlllcieo whioh can 'be 
utilised treely on third -.rlooto, particularl:r tho J.rd 1101117 -.rlooh M>Ch 
ao the Ullited Statll, tho Jetherlande and Switsorland. IA thlo oolllliOtion, 
Irico,en belieno that Swltoerland h goiDC to bo obllcod to gin orodi h to 
Oreat :Srit&ill and J'r&Dco it she h to obtain fUrther ra• •terlalo troa Uloeo 
cOUDtrloo. 

llr. lri&OJIIl -.pbaohod that oJll7 doub\hl 'benetlh CIA 'be wind trc. 
4oprociat1DC currencleo now, inootar ao tor•icn trade h collCC'lled, n h 
not tho e:JIIlh•JlCI rate lnU tho bottoa price tbat controlo. J'or illotanco, 
Japu lo ill a pool Uon to =4ercut Or eat Bri taln on textile -.leo to .a.rcenUa, 
within the 111111 which Japan an...Cactur11, ~ •tter hoW' lo• oterl1Jic COli• 
J•p&n lo oillply in a poo1Uon to ll&llUfacturo aore choaplJ and h able to 
quote a cheap price. In thh connection Irigo:ren e:.plained tbat .a.rcentillll 1o 
obUpcl to i.llpooe quota• lliPOil Japan textile laporte u4 aloo upon ooiton 
toxt1lo i .aporh from Brasil, eo ao to leaYo - ot the arloot to other 
countrloo troa 'lhich nocoooar:r gooda or dooirod foreign exchance 01111 'be 
obtainecl, 

In coDCluaion, lri&OJ'IIIl IJIPHIIed hh bollet that the Br1Uoh :l:lrcMnC" 
C<lntrol will ban to bo -.48 110re ,;eneral , aloac tho u .... ot tho CaDadi&D 
Control. It bao b- the IJ!Piril .. ot all ocnmtrin adoptiDC o:mbenC" 
control tbat the iD1Ual otopo ... t be ~~q~pl•ented b7 1101'1 ancl 110re 

controlo, Ulltll the whole field h cOYero4 ancl all loopholeo bloolr:ed, 

lrlgo)'"" will 'be ill .. ohint;ton =Ul llouda;r, pel will then prooood to 
:SUOnoo .Ureo, He bao aolood .. to reoeiYI hie aooiltant ill 'le• York, an 
.lJ'pnUno -d Dout;lao loran, it the lathr a:r aok tor an appolntMut • 

.lt lrl£07111' o requot, I tolopho11ad llr, Joool Joneo u4 &rralll'4 tor 
tho latter to l'ICeiYo the .1rcentiu tillancial export at 12 o 1c loolr:, .lpril 
II. 
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S TRIG T L y C 0 N FIDE NJ-1 A L 
TREASU RY DEPARTMii of 

INTER OFFlCE COMMUNICATION 

DATil .t.pril ) , 19lto 

ro SecretUT Morpn\U.U 

FROM )(r, Cochru 

Yeaterd.q afternoon Kr • .t.aoo 'fatlor of t ho l'tnaaoe DiThion of tho 

Bv- of J'oroip aDd DolloaUo Co-reo tel ephoned .. in r epri t o a n!I­

Joct wllioh he llo4 •ntiono4 a t ... 4qa IICOo -1¥, tho ontlT of COld tJ>oa 

C&D&4a. 

Kr. Tql or atate4 t hat t he laot ohi:paat ef col4 troa BalUu t o Wew 

Yolt: , -uac \o o- $l bO,OOO,OOO, haa boon onhrod u o.nadian pld, 

bu.t that llr. llartoa of hla Dopan•nt had rahe4 tho quaUoa, wtuoh ba4 

t ben gone to tho Director, aa to whot ber thlo cold obould. not 11a oatore4 

ao J'roDcb cold, oiaco tho Depari•at of Oo•erco to roqulre4 t o olaoolfr 

ruch illpor U '117 their OO'CIDtl'7 of oripa, 8114 latoraaUon wu llftila'lllo to 

1n41oatt t hat tho cold ba4 coM troa J'r a ce, Y1 tbout enhrl.ac o.....ataa 

Cuat oaa otatiotlco. 

:u 

I t old llr. ! q lor t hat I could DOt take OTor tho o- .rc• rnponolb1llt7 

tor tba antriu wtuoh thor &lito. llboa ho laqulrod, bowonr, u t o wbotber 

t ber o wu not ooM •thr of pollor illn1Te4 in the proaheo, I n plalae4 

the ! reUU17 Tiewpoiat . I otated that lui .u.t'll& we ba4 aolce4 t ho J'aderal 

Reoan e lllllllt at u ... Tolt: , Ylth tbo I!PProTal of tho lloard of Oonn oro of tbo 

l'edoral ReoorTo Srotoa, t o refr ala fr .. p~~.bllohlnc ,.old ohlpaat flF,u, and 

to l oan all col d data pallliohlnc t o tho ~t of c-ro·~·· · y up:i&t.U4 

t hat ve bad llaan .. unte& b7 a daolro t o protect forelp ohipporo of ,.ol4 

d.nrlJIC .rtlM. I r•h•"ed 'fqlor that at loaot one bi1 ohipaoat of :rroiiOh 

col4 Tia BaUfu had 'boon entore4 lnto CI'Al' 0.-orca ot athtloo laot - '-

•• ooalnc froa cauh . I po1ate4 out turthor that I -• aware of -rouo 

t hipaah of .b.otrallaa C014 antorbc Con•Ae 8114 later coalliC t o t ho 17nHo4 

Statoa which I wu IIV& hio Dopan-t ba4 not aUoapto4 t o idnUf7 u 

Auatralian ,.old. Mr. 'fll!tlor ot ahd. that he -• portoct17 YllllJIC to f ollow 

tbe 170t .. of Call he it 0au41• cold la t ho proooat lnotanco, bat wanto4 

to bt oupporhd b7 • in hie ooanroaUou Ylth hlo :Director. Bo a44od that 

t bero alcjlt be •- ~•Mat lt Ooacrn• obould q11nUoa c-ro• 
recorda, I cited tho hoariac la wtuoh ~nl'7 otfioialo parUcipated a fw 

~ ago wllon the Senate "'d ... OaoaiUeo w.e otv.ATinc tho !owao01114 llill. 

J.t t hat tiae YO ba4 osplalae4 t o t bo Coa.!Uoo that i.aport fi&VO& for C014 

eoai.Jic troa C&nede did act reproooat CanediD pro4vUou aloaa , nt laol ...s.« 

C014 coad:lc froa otller ooatrloo. 'fhoro ba4 booa ao 'II:DfaTorablo reaction to 

our oxplanaUoa of e-re•'• i.Jiport fl&VO•• I \JinPi tbat YO ohould 'llo 

pariiODlarJ.¥ careful 1a roprd to J'roaoh colA. tollinc Mr. f&Tl or ill otrict 

Contid.OMO that thlo U4 ooi"a&l.l7 - to BalitU: ill. WaTal ftOOolo , 
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l relt.rUM to Jlr, ~r tW I _. ~~ le'UII& ll1a bMr 111Mr I 
,.,...J.l7 ftU .... , U. llh&U•. I ,... MM'iMM Ua' _, ..as...t1 wn 
\»H ot u.e ... re\U'7, lU ,._ lt 0 rM ... lnf. .., fn'81 re.-n of u 
la ,. ~··· 1' wa14 k -·~ f ... - ...... u .... \U'7 ........... 
wpoa 1111 MUll• Jlr, hr101' tiiBII .. thfl.t Uat Oa I'M wal4 .. .a-.4 111111 
ea\er ~ llhlJMilh u •14 ooatac fl'ea o ...... wUIInt tvUin .-•uoa. • 
' ' ' '" \bat athr \lie - h nw, w a1p\ flal. H 4edra)lo to 4ilrl17 -
of \lie reeoi'U h ....., .nul pl& ••-ah. t r-'PI., Ilia .w 1a ..., .. 
~· tf pl4 ......,. 1184 1!11,..U tlloroof to \M Ulll\M l\a11 tbon W 
r .. v.Uol 11naia l.lMI'OJ to1 la pa)UIIIIol. 1\aUeUo1, 1laoo •- pl4 -
oe 'Oai't4 luto1 :Jaw.l '"11011 ·1184 _. ao' llalllll.t la \M U-.1 -r. 

Doll t•"r1ac wUII. Jlr, biD u J t15 ,..,t~ aft-. I aodl_.., 
\alk wUh .a...e tqlor. ra.D U.. '"1-'00I'M tW fiQ'lor W ~ IJ ' 
wUII. Jll', llpnlll • tho - nliJoot , -' JCr, bGa W kfon ll1a Jlr, lpl'ftl'• 
-na~a of tbo oa hlllaU•. Jlr, lpl'ft1 took \he pollUoa that \M ,,_,._ 
l ttreUOI W \alta UliJ' b'c. tM h&ol'l1 .......... ..,_ of Jlow Toft lh l'I'MUOI 
ot clnac Oil\ pl4 4&\a. Ia \be IJll't\ 'tllaioh lprw11IBI.In\IM _. .. \M 
MaWe\nUoa \o ua 'be ''* 1\ 1.1&, lao fannt 1'1'9McUac fontp l!lll'JOI'I 
t f &Oll. • _. oOIIri.JIN4 u.a• U. -.at of hMoo wal4 an -' lh •14 lhl:p­
•-' na :klltu l&oa\ltlo&. •l'O&Ror •u eatrl11 'tllaioll. tho h&onl. .... ....,. 
Juk of ltw Yon: Bllh1 of J'rnoh pl4 llhlppo4 fna Balltu will lllolr U. -
ale-or aa tbe 1Jul< of :rr.eo, llalltu'. l':aollle -uo•l \hat ~or W nc­
cu\14 \be ilea of a .ntac.la YallhlJIC\• of l'epl'leeataUw• ot tlllt fl'oUU7 
Ill o-roo :Depenaoat• ad tbo :r.4.ol'l1 heerw Joord '' 4ehralao .. _, 
ooune t o 'II• follewl 1a llaa4l.lac (IIIIIUeu of col4 e\aUeUoe ~ u 'be" 

· .... la'i'Ol nl 1& the 'PNIO&' . ~.Ot I toll boko tba\ fllr1or W aot _..10M4 h ao 
u:r IIIGll propotol ••'lac· aol tho\· I "feU fna ., -•r•U• wt \ll fiQ10I' 
\he\ 1101 oOIIforoaot WOial4 'llo re(dnt. 
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Ben h •other c-.micattoa fro• the 

Co1'41all7. 

lfar7 S. 8w1 her 
.beh\all\ to the Adala e\rdor. 

Xu. lleuleHa I . not•, 
.beiot.aa\ to U.. hcn\al'7, 
!l'eu1117 llepartan\ . 
'fublJIC\Oil, ]). 0. 
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.,. dear Dr. Parra~ r 

• Chialillt'( llouae, 
Chungld.ng, cQ1na, 
March 10, 1940 • 

I've just closed a ~eries of conf'erences With the National 

Health Admi.niatration and the Prelder in regard to malaria control 1a 

Chinll' a back door, the J\lnllan-Bura Highway, and radioed you !or per­

mission to leave Dr. Bush till end ot April and to depart Jey8el! about 

lolarch 18. 

The survey is completed and the sta!f of Chinese ph,yaieiana 

trained except for the practical aspects of organization of the larYi­

cide crew. A series of mishaps has prevented the arrival of our lar­

vicides in that the South West Transportation Co. broutzht thea to 

Chefang - and carried them thru to Lord knows where I llave begged and 

borrowed everythin¥ similar to train the gan~ and have juat learned 

that ours will be in Chefanp on my return day after to..,rrow. Will 

then acquaint them With the use of Paris green in quantity, special 

types of oil and spray cans, and pyrethrum e~lsion. Otherwise tMy 

are trained. 

Dr. SWeet baa arrived and he and Dr . Balfour have a ~reed to 

set up the r esearch station in Chef any and fd ve scientific direction 

to the youne men durin@' the rains . So I feel that in practice they 

will ret along pretty well. Dr . SWeet and Dr . Balfour (here now) Will 

return to Cbefang With • · Or. Yen (llat•l Health Admniatration) baa 

desi~ated Or. tao in charge of control unit. with Ore. Chen, ChOW and 

118 to assist (the principal. ones we trained) With headquarters in 

Cbefang. '!'be pre.S.er (Dr. H. H. lung} is ordering the road people to 

locate labor caaps where designated by the Control Unit and to carr,r 

out ..,aquito control ae dil'ected by them. That is the essential ad­

lllinia trative order necessary for successful work . In addition, oon­

trol work Will be initiated at the cities of high ~&lana incidence 

on the lower road, cities used as headquarter& for adml.nistratift 

organizations and u sleeping places for truck drivers . In eddition 

the liational Health Adllliniatration is setting up their own research 

station under Or. y , T. Tao either at Chef&llt'( with Or. SWeet, or at 

ll!t.nghaih )8 ml.les northeas~. · 

I suageated ~· Bueb re•in for two reasons: (1} so111801la 

should remain to asau.r. proper routine training of larvicide ganga 

and (2) Bush would get valuable experience in auch an organisation 

and in obse.rving the effect of the larvicidee, 

I feel that our llliasion here baa ""n of eoae help to the 

Chinese in that it•s doubtful 1f they could have gotten under wa7 

this y-.r Without the aid ,-inn - and the road has becoM of D>cb , 
.. 
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creater need in tbe la1t tbrM .:mtbl. Without •laria oontrol for 
the labor force ,it -• u tbo it -u 1M i~~p~eaible to '-ep it 
ope11 durin~ tba ra1u. !Dcid~, n ba .. probabq pro-.s 
.a1ar1a control for the wbole pro'fiDca. 

Dlrlns ov work tbe Br1U1h in Bu.na hue beeoM intorelted 
and, thru Or. s.aqa.,. (a Baptist ll1nion&r7 doctor 1t llll'*ba• 0'1'11' 
t.he border) baVI dltenl1necl to practice e~t the - t:rpe of 
eOI'Itrol on the Bu.na aide . ftle chiD .. • wUl do the - work 11oftc 
the n8W ra.il.rold altho the Bu.na part 1a not yet COIIDIIIIIeed . 

On or near the 18th I wUl go to Rangoon with Or . Bulb to 
arr8JII!e the details or putting the financial business 1n hie band• 
and 11111 t hen try and find a route h~. 110 one bare knolre a~ 
of sailings except tbat no scheclulea are being keJl'; lben I know 
will cable t1V actual departure . 

We baft been well received bare and our studies have, I 
believe, been appreciated. !lllTe given a prellllinary report and reeo• 
~~~endations and • • preparing a finel with Or. Bush and will brizllt a OOJI)' 
with me . 

Sincereq, 

(Signed) LOUIS L. liiiJ.IAif3, Jr. 

senior Surgeon. 

-
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l!D!ORAliDl'll FOR TilE RECORD 1 

Conference between Secretary Worgenthau and Wr. White , 
April ), 1940, a t Soa Island, Georgia. 

The Secretary stated that he had read the drafts of Vr. 'llnite's 
ar~icles on gold and felt they would not be suitable for his use 
because they were too long and too technical. Furthenaore, he felt 
that the ca~e Ur. White made for the domestic use of ~ol~ was so 
weak as to frighten people with respect to its future use for 
domestic purposes. 

llr. 'ltbite pointed out that in the first place a strong ease 
could not be made for domestic uses for gold - that in fact there 
was considerable doubt Whether it was at all necessary for domestic 
use; and in the second place th~t one of the chief points of the 
articles was to indicate that the value of gold did not rest on 
the domestic uses of r old as a monetary •etal but rather on its 
use as an international medium of exchange. The Secretary thought 
it mi~ht be better to leave out the question of domestic use entirely 
and concentrate on the i nternational use. 

In response t.o a questi on by l.lr. Vlhite as to what the Secretary 
really felt about the future of gold, the Secreta.ry responded that 
he was confident the policy we were pursuing was the best of the 
alternatives available and that there was nothing we should do t.o 
alter our gol d policy at this time or in the near future . He cited 
the instance or his conference with Oumansky, of the Russian Oovem­
~nt, in which Oumansky said, in response t.o the Secretary's preYious 
inquiries as to the effect of too great an amount of gold beint 
tnrown on the market, that his Government felt that the amount of 
gold Russia produced ~~ the use made of it within its borders was 
natu.rally a domestic affai r, but that it was wholly agreeable to 
cooperating with the United States in limiting the exports of gold 
so tnat the 8l!IOW\t of gold plAced on the world aarket wocld be kept 
within reasor.able limits. The Secretary bad spoken t.o Oumanaky about 
the unfor tunate consequences of the larce supply ot platinum placed 
on the market and indica ted that the consequence• of a similar un­

restrained flow of gold on t he market might have eTen more disastrous 
results . 

The Secretary also stated to Wr. T!hite that he felt it did not 
matter whether the government was a democracy, or a totalitarian 

.. 1 L' .t _ o 
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r"•-nt, or wbetber ita •OObCWJI -.. -s.u• or tne ent.erpr1M, 
it would etUl Ulle SOld for intematioul purpoaM. 

The SecreiaJT til• uked Mr. White •at. it. -.. tbat t.e (lbite) 
reall7 t.boa«ht abollt tile tatare of sold ADd llr • .Ute replied t.llat 
1D hh opilliCD t.b- na DO o&UH for oOMern wit.b re•ot to tile 
Mare use of sold u u int-ti~ -.eli• of ncbulp. 

It wu acned that poed~ the .,at effeot.he ADd ......unac 
atat...\t. tbe S.Oret&J7 llipt Ml<e wit.b r .. peot. to sold -wd be ill 
t.be fora of a 8P"Ob ADd t.be Secreta~")' allred llr. llbite t.o prepare 
a draft. of a •eob on sold t.bat lligbt be auitable to giYe OYer tbe 
radio. The place and tiM at whicb tba apeecb llilht be 4el1nred 
wae left tor later conaideration • 

• • 

117 
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Il!STRUCTIONS 

To enable the Coa.ittee to caretlllly exe•1ne the nu.ei'OWI r... 

ports received from a variety of sources on the tooica which the 

c~ttee proooaes to consider, it 1e euentUl thlt the written 

11111terisls be submitted to the Golllllittee in sueb rotwt aa will uke 

it re1dily aveil~ble for approoriate comparison and eveluation, 

The Collllli ttee therefore requests thet all written •terial a~ 

aitted to it ·be preperecl in accordance with the following inatruc­

tionsa 

1. The Department , agency or individual prepering 11111terial 

tor submission to the Colllnittee should send to the COIIIIIIittee, in 

writing as soon as convenient, a list or the topics on which it 

oroposes to submit IIM!IIIOranda. The topics should be designated not 

only by the title but also by the section and tooic numbers as shown 

in the accompaeying mimeographed outline or inquiries. 

2, 1'/herever oossible the written materiel should be submitted 

on ldmeograpbed sheets end t wenty-five cooies sent to the Co.Uttee 

for its use, 

3. Each tooic discussed must be submitted in a sep!'rate report . 

(a) The outside page or the rel)Ort should contain (l) the 

title of tbe s ubject matter, (2) the number or the 

reoort as specified in tbe aopended 1nqu1ry sheets 

end (3) tbe name of the individual, bureau, Depart~~~ent 

or agency preparing it, 

(b) Each :reoort should be orercced by e one or two page 

s\IIIIUiry statement outlinint the highlights and con­

clusion or the -randum, 

4 . It reoorti on numerous topi.ce ere to be submitted, 1t is 

desirable that reports be sent to the Coaaittee as orepered, rather 

than be retained untU all the reports are reedy to be sent , 

5. Send ell !'e')Orta to the SelUite COI!IIIittee on Banking and 

C\lrrency, 'lieshincton, D. C, 
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Prellmlnary Pratt 

l'.ONETIJt'X POLICY 

A. Federal Reserve Sntem 

1. Whet ~ere the original purposes in establishing the Federal 

Reserve System? Have these purposes been achieved? Rave 

the objectives of the Federal Reserve System been modified 

since its inception? 

2. ~~t is the purpose ot each ot the monetfry and banking 

powers possessed by the Federal Reserve System? How effec­

tive for each nurpoae are these nowers? 

J, In whet directions and to how great a degree have eoch of 

the powers been used during the last fifteen years? 

1. . i'lhat have been the Federal Reserve M icies w1 th respect to 

the use of each power during that period? 

5. ~ihet criteria have been employed by the Federal Reserve Boerd, 

and by the Federal Reserve banks , in determining how tar eech 

of tbe varicus monetary powers should be employed either in 

checking expansion or in nromoting exnansion with narticular 

reference to (e) the magnitude of their open market operations, 

(b ) the re-discount rate , (c) reserve requirements? 

6. How successful have the several policies been in achievin& 

their intended results? 

7. Taki ng advantase of hindsi&ht, have the results been desirable? 

Should policies have been different et any time? In 1924>-29? 

In 19JQ...J2? In 193:3-3?? In 1938-40? 

8 . If the Federal 1\eserve System's powers were unabl e to attain 

the desired effects, to what may tbe lack of success be ascribed 

in each case? 

119 

9. Should all)thinl be done to oeke the System' s cowers more effective? 

10. In whet mnner are Federal Reserve nolicies coordinated with 

the economic policies of the e xecutive branch of the government? 

Should any steps be taken to impro'fe t he coordination of policy 

between the Federal Reserve Syste~ and the executive branch of 

the government? 

11, jlhe t has been the .!'unction of the Board of Governors? To whet 

extent does the Board of Governors determine the policy to be 

followed by Federal keserve banks? 
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llonetary Polic)' 
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~t is the relative weight of the Boerd ot Governors the 

Federcl heserve Bank of New York, the other Reserve ~nks, and 

the Open ~arket Comaittee in deteraini.ng the POlicy of the 

Federal Reserve System with respect to the following uttere1 

•• re-<liscouot rotes 
b . open market operations 

c . reserve re<;•1irements 

d. s tendr rds for extending Federal Reserve credit 

e. bank examinPtions 
f. foreign e xcha06e operations 

g. gold operations 

To Y:bat extent have there been diff er ences of opinion with 

rP.spoct to mejor questions of policy within the Federal keserve 

System? 

Is the ooblished !tecord of Policy Actions a .t\Ul eccount of 

the significent discussions of the Federal Reserve authorities 

upon which oolicies are based? 

Is it desirable to moinkin the present number of members of 

the Bo2rd of Governors of the Feder al Reserve Systee? Is 

their annual s alary coUL~surate with their r esponsibility? 

Is it desirable to continue their present tenure of office? 

1'rh2t chenges, if any, should be mede in the requirements for 

eligibility for nomination to the Board? Should the staff 

of the Bocrd of Governor s be placed under Civil Service? 

16, Tihat is the !'unction of the officers and directors of the in­

dividual F'ederal Reserve banks? J.re eny c!wlges desi rable in 

their method of appointment? Should the banks' personnel be 

placed under Civil Service? Are the present salari es of the 

officer s reasonable co~nsstion for the servrces rendered? 

17, Is it desirable to chen&e the composition of the Boards of 

Director s of the Fedoral Reserve banks to 6ive wider repre­

sentation to the senersl nublic? 

18. Should any lll8tters dealt with or decis ions m£de by the Directors 

of the Federel Reserve banks wt~ch Ere now kept confidential be 

l!'l'de eveilahle to the nublic? "Jhat tyoe of dP.cisions and type 

of discussions would it be agai.net the nublic interest to - aka 

evailable to the 'lUblic? i'1hy? 

19. ';;ould it be des irable to trensfer the ownership of the Federal 

Reserve benke to the United SU!tes Goven-aent? Should M7 

ch2flie be 118de in the disposition of •·ederal Reserve Bank eun­

iogs? In the rete of dhidends on Reeene Bank stock? 
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20. .,hu~ services do the Federal Reserve banks oer for m for member 
banks and other banks? \That are the charges made for these 
services? Should hny adjustment be made in t hese charges? 

21 . CM any steps be tcken to improve the efficiency or oconOIIQ' 
with which ~he Federal Reserve banks now oerform services? 

22. Should Pny changes be made in the present relationship be­
t .. een the Reserve Banks ..nd the member hanks? 

2J , Is it desirable to increase t he number of b6nks enroll ed in 
the Federal Reserve System? To whot extent :loes t he feet 
thet less thon helf of the banks of the United St<>tes are 
members of the Federal Reserve System reduce the efficacy 
of the System in achieving its objectives? Should State 
bank memberahio in the Federal Reserv~ System he voluntrry? 
f,b<>t. steps un be taken to increase the attractiveness of 
Federal RPserve membership? 

24. To llhat extent , if any, ere open INlrket operations innuenced 
by the need of the Federal Reserve System to earn profits to 
pay operating expenses and dividends on stock? 

25 . To 'Rhat extent does the open JMrket committee innuence tho 
Trensury, or vice versa? 

26. I s the diacount rate likely to be of any influence in con­
t rolling the level of interest rates and the volume of busi­
ness activity in the foreseeable future? 

2?. <.Ju.t steps, if eny, should be taken to &ive the Federal 
Reserve System en effective power over interest rates and 
volume of outstnnding bank credit? 

28. Is it desirable from t he point of view of (2) the banking 
system, (b) insurance companies, (c) other investing agencies, 
to have a higher level of interest retes for governments? Is 
it desirable !rom the ooint of view of Nblic interest? 

29. Has the Federal Reserve System !acUities for tnalyzing 
business conditions? Should the System's conclusionR rc­
&erding business conditions be aveUable to tbe oublic? 

JO , WMt function has t he Feder .U Advisory Committee cerformed? 

Jl. \;ould businessmen be eble t o act more i ntelli gently 1t the 
Boerd were to oublish t heir views on what s hould be the &en­
er~l policy in various hypothetical but l i kely circume tanees? 
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)2 . What action, if eny, is desirabl e now with regard to bank 
reserves? 

e. If none is desirable now, what are the conditions under 
which action will become desirable? 

b. lrnat would be the desired results o! such action? 
c . \'lhet methods are there to reduce excess res~es? ibat 

are the merits and demerits ot each, and which is the 
best method? 

J). Under what. conditions would you consider a policy of 1110netary 
restraint sppropriet.e? 11hst. are the specific conditions under 
which the Reserve System should alter its oresent policy ot 
se>-called "easy money"? 

34. 'hill the Federal Reserve System be able to do more to pr012>0te 
business activity during the next depression than it did 1n 
the last? 

• 
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Prellwdnary Drart 

GOLD 

A, Distribution and production of the "'orld 1 s Oold 

l. '•'hat. bave been the ~es in the aiDOunt. and distribution or 
the world 1 s 110net.ary gold t'ince 1929? 

2. 'that. is the 81110unt and dist.ribotio,. or the world'" non-conetary 
~old? 

J. 'low much of the non-aonet.ary gold may become monetary gold 
and under what circiiiiSt.ances? 

4, .'/hat are the known ~told ore reserves in variou" countries? 

5 . 'YhRt proportion or newl.J'-td.ned gold (a\ COIII8S from lode mines 
in which flOld is the principal product, (b) olacer mntng and 
(c) "'inin~ in 'lfhich gold is a 1-y-produc t? 

6 . •Yhat an the rea:!Ons behind the continued i ncrease in the 
world 1 s annual output or ~told !'in~e the 1 20s? 

? . 'Yhat is t,he col't or adni.rut gold in t he various cour.trie"? 

R. 1hat. have been the profits of the gold mininP. i.ndu!!try in the 
past ten years" In the nni t.ed States; in ~oreign countrie!'' 

0 • "!hy has t he United Hates been ge tting 110 much gold? 

1. Relation or gold mY~~mnts to: 

a . the price for gold , 
b. capital mo'l'8•nt.s, 
c. the "alance or trade, and 
d . other items in our international accounts • . 

2. '¥h·• are not other countries acquiring large 91110unt.s of gold? 

C. Future of Gold 

l. ~at fl:nct.ion does gold play in tbe conduct of international 
trade and finance? 

2, Can c01mtries conduct tbelr intemational trade and finance 
without the use of ~old? Is there any other substitute, rlevice 
or method tor the use of !10• gold ship!'lents in t he conduct ot 
inte~national trade and finance? 

J. '!hat are the orol!p8cte for the continued uiJ8 of gold 81' a 
medium for lMlttliDot intemat.ional balances? 
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4. 're there 81\)' •thode tor t'urther ·~ in the uee of ~r<>ld in international traneactiona? 

~. How much gold are we likely to get du~ the next rn ;years? 

6. "'ll the United States be •stuck• with the gold it ha~ 
acquired 1 and 18 acquirins? What are the prospects of the 
United States developinjf an "unravorable" balance of payments durins the next decade? 

7. 'fill gold ever be d8110natbed? 

D. The Gold Standard 

1 . !!ow uny foreign countriee are atill on t ha l!Olit s tandard? 
lby ha•e so many countries abandoned the gold standard? Pow 
rldefiPraad ia the desire in each or the leadin'{ count ria" to return to the gold standard? 

2. lbat kind or monetary !lt.8ndard does the United "tate~ now have? In what respects doe~ it differ from the former standArd? 
"Yhat monetary standards do the leadin~! fore1Jrn countries have? In wha ~. wrzy do they differ from tbeir fonner standards? 

3. Should tbe pri vHege or convertibi lity into J!Old coinl' or 
bullion at a fixed rate be restored? "!hat amount of I!Old 
coins or ~lion do you think the public would demand? 

4. 'That advantages would be gained bv allO'Ifins gold certificates 
to circulate? I f both gold coina and gold certilicatea are 
penaitted to circulate, wquld the poeeib\_lity of inrlation be reduced? If eo, how? 

~. fbat aitvantagee would accrue to the banks ft'OII restorins the 
pri'file!le of convertibility and the cireulation of gold cer­
tificates? 

6. ..ould a restoratjl convertibility increase confidence in the dol lar? !low tile lack of conN.dence show 1taelt and 
wtat would the e w of increaeed confidence? 

? • '!hat is a free gold market? Doe a country have such a 
market? ''!hat advantage a or dieadvan agee would t:1ere be in 
tha eettbUebMnt of a r.e golCI Mri<et in the United Stttea? 

8. Would the pri'fate holding of gold make moneta!')' control ""'"' 
or leaa difficult? 
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9, It is claimed that convertibility eonsti tutea an •autoutic 
brake• on unriee actions ot govetnMnt. 'tlat are the Mrita 
of this ela.ill? 

10. 'that tunction does a 'fOld :nu1erve against note issue serve? 
Bow effective are other measures used in countries that do 
not hue such requirements? 

11. Does the <fOld reserve requirement a~ainst the notes and 
deposita of the Federal Resene banks constitute an effective 
safeguard against an undue expansion or contraction i .n the 
sunply of money? · 

12. How effective are changes in the 110netery supply ot ~ld in 
influenci~ prices? 

lJ, •tould there ~ any advantage i .n attemotinl( to secure inter­
national a~reement with respect to (a) a gold reserve require­
ment against notes and deposit lia~ilitiea, and (b) converti­
bility" 

14. In what foreign countries does the evecutive hranch or the 
~overnmen t have power~ similar to the President 1 s powers to 
change the !!Old content or the tlollar? Should that power ,. 
retained, increased or aboli!!hed? 

15. 'That are the Secretary of the Treasury's powere with respect 
to transactions in gold and the terms of such transactions? 
Should they be modified? 

16. How is t he price of gold detenoined in England1 France? 
Canada? Russia? 

E. Stabilization Fund 

1. 'lhat countr1ea in the world have Stabilization FUnds and in 
what 81110unta? 

2. ''lhat h~r lx!en the role of the StabilHation Fund in our mone­
tr.ry syaten• 31nce 19)6? 

3.. lbat are the differences between the structure, purpoee and 
118tbod of operation ot our stabiUution FUnd and those or 
the ~tabilization l>unde or the leading f oreign countries? . 

4. ~hould the aiu ot' the Stabilization 1'\md be reduced? 

5. Should it be .. de to consist part!)- of' -d borrowing 
capacity? 
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6. Should 8I'IY use be made of any of the gold now in the Stahiliu­
tion Fund? 

? . 1111 the United States need to retain the Stabilization "und 
after tha war? rr eo, are its praeent powers and eiza 
adequate? Should it be •de a penaanent institution? 

1! , Are its powers, ob,\ectivea, uses cleerly enough stated, or do 
they need to be restated hy Congress? 

9. ','lhat is the coat to the American people of maintaining the 
Stabilization "und? 

F. International Oold Movements 

1. 1hat is the e rtect on foreign countries ot large exports ot 
gold to the United States? 

2. 'hat various methode have foreign countries used to reduce 
gold outflows? 'that are the comparAtive merits of each 
method? 

J. 'Yhat measures havo foreign countries adopted to pro!'\ote 110ld 
inflows? 4ow successful have the various measures heen? 

4. lould 1t be deei rable to tal<e measures to reduce the inflow 
or gold into the United StateP 11' a feasible 1118thod or 
methoOs could be found? 

s. lbe follow!~ 1118thods of reducinP, the flow of gold to the 
United States have been proposed from time to time. Indicate 
the advantaJ!ee and, disadvantages of eAch method. If it were 
desirable to curtail inflowa,which one or ones would you 
reco1111l9nd? Indicate also the reasons for recol!l!lllnding or not 
recol!l!lending each of them. 

a . An embargo on gold imports . 

b. Reduction 1n the price the Treasury pays for gold. 

c. ~ only a certain 111110unt or gold in the open market. 

d. Purchase only gold that co~~es frolll certain countries. 

e . llequirin~t that ,roreiorn governments acquire a pre-a~treed­
upon portion of their dollar needs throu~ liquidation 
of their holdin~s or American securities. 

126 

Regraded Uclassified



• Oold 

- 5-

f. Reduction in our tarUr schedule e . On 'llhat categol')' of 
items and to 'llhat extent, if any? 

g , ~neion of foreii!D lOIIJUI, 'l'o 'llhoa and 011 'tibet tenu!? 

h. 'n increase in. the spread bet.een the 'l're"IIW'1 ~ and 
se~ price tor gold. 

i, Segregati114 monetary ~told from non--moneta!')' ~old and 
acquiring only monetary gold. 

j. Blcchange control. 

k. ReiiUIIIption hy intemational agreement of (a) converti­
hili ty, and (h) use of specie reseM'II against notes and 

deposits. 

l. Any other propoeal designed to curtail tbe lntlow of 
gold. 

0, E~rmarked Gold 

1. '"hat is the le~al statue of ~old held on earm4rk? 
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2. 'low much gold is kept o~ ·~~~ ha;:.; · ~~"i,;; ' i=~~~~ oo'W1iriei.~" ... ·· 
and by 'llhom? 

), ~t ar'! tbe econoaic advantages of earurl<~ gold? Are 
there any di1111dvantagea? 

4. &lould atl)'thing be done to extend the practice of earaarldqt 
gold? 

H. llothod of Financing Oold Acquisitions 

l. How are 'l'reaeury gold acquiaitione being financed no'll"' 

2. Are there any anemathe methode or financinot gold acquiai­
tions? 

) . ''hat ~~athode or financing gold acquisitions are used bT 
lead~ foreign countries? 

4. "thy wae the program or sterilising gold adopted in l<l)6..lq)IJ1 
'flly was •Inactive Account• terminated? Ontler what ci rCUIIIIItancee 
should the 'l'realllll')' reestablish an • Inacti ve Oold AccOIDit •? I e 
there an7 I!Qld in tbe pol!sesaion ot tbe Onited States 11hich 1e 

at present being sterilised? 
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5, 'Wlat ie the con in110lnd 1n eterilieinc ~ld, and who Nlare 
it? 

J, Coet of Gold !cgl!1Bt1ope to tbe umted Syt!l 

1. What is the difference be':ween the 110ne7 coet and the •real 
cost• or acquiring sold? 

2. ~t has been the •real coet• to the United states (a) of the 
gold acquired from 1934 to 1940, and (b) of the gold it will 
acquire 1n tha next year? 

J, Under what conditione does the real coat increaee or decreaee? 

4. Ro• do gold purchases affect our ' national income and the level 
or bueineaa acth1.t:y? 

~. Is our national inco• affected differently I')' acqui:~itiona 
of do1118!1ticall:r produced gold the bv i11100rted '!Old? 

6. Could such advantages of sold purchases n are obtained -.... 
attained better i .n 11011111 other •a:r? 

J. "gftect ot Gold Production on Prices 

1. "hat connection ill there between tha 1f0rld output of gold and 
the IIO'ftl•nt of world prioea (a) 1n the abort-nm, (b) 1n tbe 
long-run? 

2. llhat connection ie there between the a.,IDlt of gold 1n 110118-
tary stocks end the level of world prices• Between the ~t 
of gold in any g1 ven COIDltry' a IIOI)etary stock and ita level 
of prioea? 

J, '-'hat connection ill there between the amount of P,old in an:r 
country' a 110netary stock and the value of ita currency 1n 
tame of other currencies? 

4. In considering whether or not to chance the price of 89ld 
bow Ech t.portanoa is attached to the e"fecta of INdl a 
chance on1 (a) e•chaage 3atae, (b) the ratio of specie ~ 
aenee to nota and depollit liabilities, (c) do•etio priceeJ 
export priceeJ t.port priceeJ and coet of llvingJ (cl in­
tereet rate&J (a) capital .,_nte- ~ort-tel'll and lolw­
tem? 

• IC • Price of Gold 

l . ltbat datana!J&ee tba m• of cold? "fill ~lei fall 111 ftl.• 
all .,... 111 JII"CCddload? 
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2. Is it posaihle to develop an objectiw measure of the eppro­
pria te price tor sol d in tenas ·or en,y 111 wn cul-r~u107'1 

). "\bat criteria llhould be ueed to detenline whether tbe price 
or sold 1e too b14h or too low? 

t . Reduction in the A110unt of Gold CurrentlY Added to lfor ld llo!!!ttr7 
!'toeks 

1. Is it desirable to reduce the amount of gold currently added 
to world monetary stocks? 

2. That are the merits of the following proposals designed to 
reduce the world output of gold? 

a. International agreement to reduce the price of gold in 
tams of ~be 10ajor currenciea. 

b. Agreement among gold producin'! countries 

(l) to restrict the !line output by ~doption of produc­
tion quotaft or of restrictive tax 10eaaurea. 

(2) to restrict the export of sold by the adoption of 
export quotas. 

c. A!freemont among gold illportintt countries to restrict the 
import of lfOld. 

d. Segregation of monetery fr611 non-110netary stocks. 

a . Other proposals • 

• 
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SlLVER 

A. llor1d silver stocks 

1. 'llhat are the sto.cks of rr.onetary silver in leading countries , 
in the world? How ere they being used? 

2 . ·,ha t are the non-monetary silver stocks in leading silver 
holding countries? In the world? 

J , ''/hat cht>nges have occurred in the monetary use of silver in 
foreign countries in recent years? 

4. :Yhet rectors have been responsible tor the huge eXJ)Ort.s of 
silver from China in recent years? 

5. "What have been the nrinci!)l.e reasons for foreign nations' 
wi Uldrawing silver coins from circulation during recent yeltl's? 
Vlill t he amount of silver coins in circulrtion in foreign 
countries be increased after the war or will the substitution 
of cheeper metals and of naper currency continue? 

6. Do any foreign countries hold substantial monetary reserves 
of silver apltl't from those contoined in silver coins in cir­
culation? 

7 . Do any foreign countries issue oaper currency, such as silver 
certificates, backed by silver? 

8. Is silver an acceptable means of payment to eny foreign 
countries? 

9. What steps, if any, can be taken to increese the .oonetery use 
of silver by foreign countries? 

8. The monetar:v use of silver in the United States 

1, Does the monetary silver stock of the United States strengthen 
or weaken the monetary system? HoWl Will a further accumula­
tion of silver strengthen or weaken our monetary system? 

2. llhat che~es in the composition of United States money have 
resulted from silver acquiaitions since l9JJ? 

J, 1\bat additional 111110unt of silver certificates could be issued 
by the TreUUIY on the buia o! the existing sUver stock? 
How would such issue &ftect the volwr.e end ~r.ake-up of currency 

in circulation? 
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'- · How Jtuch seigniorage Ju-s al rcrdy accrued to the Treesury from 
the Jtonetizat.ion of silver? lloYt "lllrh ~r-ore would be available 
if all the silver lfere l!lOnetized? 

5. Should t he Treasury issue silver certl!ic~tes to the full amount 
of the monetary value of the present silver holdine,s? \lhet 
advantages or disadvantages would t here be to the issuance of 
silver certificates against the f r ee silver? 

o. How much silver is currently Ulled in the JT.&nufacture of UnHed 
States subsidiary coins? Does the inclusion of silver in sub­
sidiary coins help to prevent counterfeiting or serve any other 
pu rpose? t hat is t he practice of foreign governments? 

7. Cen the Bureau of the ltint use •nationalized" silY er, or 
do~sticelly mined silver purchased under t he Proclamation of 
December 21. , 1933, or Silver Purchllse Act in the manufacture 
of coins? 

E. Should the nresent method of financing silver ~rchases by 
issuinb silver certificr. tes in the rmount of the cost of such 
acquisitions be continued? lf not , whe t procedure do you 
recommend? 

C. Purch•se of foreign silver 

1 . How wuch foreign silver has been rurchPsed since 19JJ? From 
llhat countries? 

2. To what extent brve "1\lJ"ChaSI'~ of forei;;n silver reduced the 
silver stocks of foreicn countries rnd to wh2t extent do they 
represent the curchase of newly- mined silver? 

) , 'l'o Y'hat extent has the United States ?regressed toward the 
goals set forth in the Silver Purchase Act of 1934? 

' · Are there eny silver ourchase &Grecnents existing ~th foreign 
covemrnents? 

5, What have been the r esul ts of the London Silver Agreement of 
19))? 

o, \\hat would likely have hapnened to the price, oroduction and 
monetery •.1Se of silver i n the absence of our silver ou rchase 
program? 

7. ;thet have been the ~<dve.ntrges and disodvrntages to the United 
H ates of ou r rurchases of foreign silver? 

1- . To ,.h&t ext.ent do our nu rchases of foreign s liver represent a 
substitution in our snecie holdings of silver for gold? 
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9. flow much lu!a our silver pUre hue pt'Ogr~m cost the !Jnit.ed St~tea? 

Whot. hils been the wrw oost• as d\t~tinct from the bu)'ine orice? 

10. In whst ways lu!ve foreign countries been loenefited or hsrmed 
by our silver rurchnae program? 

n. Should the Treasury (a) purchase silver only from particular 
foreign countries, (b) only newly-mined foreign silver, (c) 
only newly-mined silver trom certain foreign c ountriea? 

].2, Should foreign silver be purchssed directly by a;;;reement with 
foreign countries or in the open merket? 

1). :iould it be better for the Treuury to buy a fixed amount of 
silver every month and permit the orice to nuctuate or buy 
ell t lu! t is offered et e fixed l'll'ice? 
• 

11 .. 
Should ourchases of foreign silver be lll8de contingent upon the 
incre&sed monetary us e of silver by countries selling to us? 

15. Should the purchase of foreign silver be made an instrument of 

commercial oolicy? 

16. Upon what criteria should the Treeaury base its buying price 
for foreign silver? 

17. V~t would be the probable economic effects of a cessation of 
Treasury purchases of foreign silver or substantielly lowering 
the Treasury's buying price for foreign silver? 

a. On our forei.gn trade? 
b. On emnl.oyment in the United States? 

c . On the ststus of Americ&n-owned lllim ng End other oro~ 
erties in Letin ~ricen countries? 

d. Effect on ~exico and other Latin kmerican oountries? 

e. On other countries end on ~orld trade? 

16. 
1111nimwn amount of !oreign silver the Secretary of 

coul4 buy under the Silver Purchase Act? 

19 • 
our cur rent stock of silver be worth in the 

• 
pro~ 

1'1~ ever be eble to sell any of it at a 

o. The purehu .. f nEnlt'V=!!ined d9!1leat.ic a1lm 

l , &hould Congress conti nue to wy 71• oer ounce for d-tic 

• siber? ~.bet criterilln or cr iteria abould eoncrea• uae in 
deterainine ,. .,rice wtdch should be paid for <»-eatic 

ailnr? 

Regraded Uclassified



- " - SUver 

2, How cany oersons rre employed in mines oroducing silver in the 
United States? How many of thes~ ~tn reesonrbly rttribute their 
employment to silver production? How r"ny would beco~ unem­
oloyed if the domestic orice of eilver fell to th£t of foreign 

silver? 

) . 'lhat p8l't of. the Payments to ctcmestic sJ lver croducers goes to 
the "tyment of wages, mining supplies , di•tidends end tnxes? 
Uvt is the distribution of ownership of s tock in mines nro­
d••cing chiefly snver? 

E. ~Uver production 

1. Is the distribution of do~estic silver nl'oduction by ~tates 
undergoing any signific•nt chtnge? 

2. ..hat croportion of s iller 91'oduct1on in the United Stetes cooes 
fi'Om mines i n which silver is 11 bo;-product? 

J, r,htt pror><>rtion of don:eetically mined silver is pl'oduced by 
the ten largest s ilver !'lroduc inil comneni es? '.• hat pronortion 
of the total do the twenty-five largest oroducers oroduce? 

1.. Should a special PI'Ofits or excise t aJC be ol aced upon domestic 

silver producers? 

5. ~hat are the ner ounce costs of l erding silver producing com­
rnni es? {a) In the United St etrs , {b) in foreign countries? 

6. l'ihet are t he princi!)Bl silver n roducing countries t nd whet is 
the importance of silver croduction to their economies? 

7 . >.hat pi'Ot>Ortion of foreign sil• cr " reduction cooes from mines 
in ~hich s ilver is not the chief source of r evenue? 

k. I s silver or oduction being subs idized by any foreign countrY? 

9 . To wlult extent would world silver nroduction be reduced by e 
f&ll in the orice of silver? 

0. lndustriel use of silver 

1 , How much silver is currently consumed in non- monetary uses? 
• hnt ~re the principal non-monetary uses of silver? 

2. ll,'hat potenti~l uses for silver are there if it becomes avail­

able at lower orices? 
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HowWNld a loorer price atfect. Jr8Sent. induat.rial users ot 
silver? 

Should t.he bovernment. finance research in an ettort. t.o find 
new industrial uses for silver? 

l{o" much silver in the future ie likely t.o be 11beorbed b)' 

India? 
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Preliminary Draft 

C1'R'U:llCY 

1. '1hat is the explanation for the continuous inc~ease in the volume 
of currency in circulation duri~ the pant seven years? 

2. ·~at rectors in gene ral determine the total quantity of currency 
and coin in circulation? "Vhat is the effect upon t he total volume 
of currency ln ci rculation of: (a) increase in the gold stock, 
(b) silver purchases and the issuance or silver certificates, 
(c) defieit financing? 

) . "1ha t is the effect of the lendill,l{ and investing activities or the 
c~mercial ~anks on the quantity of curreney 1.n eireulation? 

4. Is the power to issue eurrency a souree of profit to the ""ederal 
R~Per..e banks? ';ould the power to issue eurrency be a souree of 
profit to commercial l>anks? "lould the otovernment eam a profit 
H the Treas"rv had the sole ri~ht of issue? 

S. What purposes do the requirements of ~pecie "hackin~" or collateral 
for the variou11 kinds of currency l'erve? "l'hat do the silver, ~(old, 
Federal ~eserve aPsets, ete . , as the oa11e ~Y re, have to do with 
the value of the currency? Could all the 11 haclring" be dispensed 
with? 'Vhat would be the advantages and rlisadvanta~es of doinl( so? 

6, Should anything 1-e done to reduce the diversity of currencies? 
What would he gained b,y doing so? 

7, Is the designation of currency lJy Congress as le~tal tender 
IN!fic:ient to give all types of United Statee currency equal value? 

8. Proposals have been made to make United States Government bonds 
le~al tender. 1'fhat are the merits of this proposal? 

9 , "l'hat purpose is served lJy the redel!lption provisions of "'ederal 
Re 11erve notes? of silver certificates? Should the reserve for 
redemption of vederal Reserve notes now required to be maintained 
in the ~reasury be continued? 

10. The proposal has been made to meet part or all of the annual 
Treasury deficit by issuiD~t new eurrency . "!hat are the merits of 
sueh a oropo11al? 

11. Under what eondi tions, H any, would it he desirahle to issue 
currency under the Thomas •mendment of 1933° Should the Thomas 
Amendment he retained, modified, or ahandoned? 

12. The proposal halt ~en made to exti~\li~h the national debt by the 
i~suanee of" currency, and use the usual acpropri at ion I' or interest 
payll'enta on the debt to Clr&dually retire the excel's currency in 
circulation. Does this proposal haw merit? 
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.fh&t 1e the relation hetween the quantity of currency in circula­
tion and the level of coll'J!IOd.ity pricee? 

a. Can price a be controlled by changinl! the quantity '>r currency 
i n circulation? 

b. Is the monetarv authority able to control the volume of 
currency in circulation? 'Vhat meaeures can be used to achieve 
this control? 

c . 11nder what. ciroU"stances would i t be desirable to control the 
volume of currency? "lould it he deflirabla to chan«e the 
volume of currency in circulation now? 

• 

.. 

13S 
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FOREIGN BICIW«l! 

1.. Level of Exchanp Ratee 

• 

1 . What ia memt b:y equilibrium in disauseions of exchan&e rates? 
Is it possible to tell when a currenc:r is too high or too low 
with relation to other currencies, or wben a country is in­
dulging in ccarpetitive currency depreciation? Can ove:r-vUua­
Uon or unde:r-valuation of a currency be measured, and if eo, 
how? 

2. What are the consequences of over-valuation or under-valuation 
of a currency upona 

a. our export trade 
b. ccarpeti tion frcar imports 
c . general level of prices 
d , agriaultural prices 
e . employment in the u.s. 
f , world dietribution of gold 
g. monetary etllbili t:y 
h. restrictions on international trade 

J . Has t he dollar been too high or too low in terms of the lead­
ing currenciee in the last six :yeare? Is it too high or too 
low now? 

4. Were the pound, franc, and :yen over-valued during l9JJ- J6 
and l9J6-J9? Are t.he:y over-valued now? 

5. What are the best methods for correcting over-valuation or 
under-valuation? 

6, Under what conditions should the dollar be permitted to ap­
preciate or depreciate? 

7, What measures can we t ake, and should we prepare to ta1c.e, 
to protect ourselves against the possibility of canplete 
collapse of the currencies of an:y of the belligerent coun­
tries in &!.rope or Asia during or after the war? 

8 , Is there an:r dmpr of an era of intensified caopet.t.tive 
currency depreciation at the end of the war? If eo, what 
should be done about it? 
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s. stability of Exchange Rates 

1 . Ras our Stabilization Fund fulfilled the purpose for which 
it was founded? How does it fUnction? Is it more active 
now than before the war? Has it suffered any serious 
losses? 

2 , How do its role and methods of operation compare with those 
of the stabilization funds of &>gland, France and other coun­
tries? How are the stabilization funds of belligerent coun­
tries working in war time? 

J , Should the present powers of our Stabilization Fund with 
relation to foreign exchanges be retained, modified or 
abolished? 

4. Can the Tripartite Accord serve as a basis or a model for 
the stabilization of European currencies at the termination 
of hostilities? Can its principles be extended in such a 
~ay as to make this objective obtainable? 

5, iThat effects does the present Anglo-French currency agreement 
have on exchange rates? What would be the consequences of 
its retention after the war? Is the principle it contains 
with respect to foreign balances and the franc-sterling ex­
change rate capable of extension? 

6, -.That are the advantages and disadvantages of fixed vs nuc­
tuating exchange rates with respect to: 

a . the volume of foreign trade 
b . exporters and importers 
c , the "terms of trade" 
d , the tourist, shipping and other service i terns in the 

balance of payments 
e . capital movements and foreign investment 
f. the stability of domestic economic activity and domestic 

price levels 
g. speculation in foreign exchange 
h. national control of monetary policy 
i , international canmereial relations? 

7. Is it to our advantage to pursue a nexible exchange policy? 

8, Do you think that the •gold pointe" should be widened? 

9, Would an international fiexible exchange system be preferable 
to a fixed exchange system in the post war readjustment 
period? 
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10, What consideration ehould be given to the poesibility ot 
gold loana tor the stabilization of world currenoias when 
the war is over? 

ll. What have been the e tfects on exchange rates of our silver 
purchase policy? 

12. What have been the ettecta of our trade agrelllllellt program 
on exchange rates? 

13, What are the monetary consequences o!1 

a. clearing agreements 
b, barter agreements 
c . multi-valued currencies 
d . exchange control 
e , export subsidies? 

Are fl-ee exchanges and exchange stability of increasing or 
decreasing importance wben such devices are being increas­
ingly and more extensively used and adopted by foreign 
powers? 

14. Should we actively take steps to establish a dollar bloc? 
What role could the Inter-American Bank play in a dollar 
bloc? 

15. What special measures should the adminiatration take to 
promote the foreign exchange stability of Latin American 
countries? Appraise each ot the following as an aid in 
achieving such stability: 

a , widening the field tor capital investments in Latin 
America 

b, debt settlements 
c. gold or currency loans 
d . commercial policy 
e . proposed Inter-American Bank 

16, Are there any advantages 1'rca the point of view of foreign 
exchange policy in the existence of a central banker' a bank? 
llhat role haa the Bank tor International Settl81M!lte played 
since 1931 in international monetary affairs? Can it play 
a use1\ll role after the war? 

17. When is a country justified in adopting and maintaining 
exchange controls? Is the abolition of exchange restrictions 
the sine qua non ot a bi~er level of world trade? Ie it 
expected that most countries will abandon exchange restrio-
tiOIUI after the war? · 

139 

Regraded Uclassified



140 

• 
!D totUD r. OOLD 

Regraded Uclassified



• 141 

. , 

Regraded Uclassified



.. 
•• 

Prelainary Draft 

TJ!E f1ll'l1!!E OF Gg.D 

H. D. White 

The outbreak of wer luis intensified the elrescl,y chronic dis­

cussion concerning the future stntus of gold. There ie concern in 

perticul6r about the large quanti ties of gold flowing into this 

country. One frequently hears that we are getting the large volume 

of gold because we pay the hi0hest price in the world for it , that 

owning about 65 percent of the world's monetary gold elreacl,y, we 

shall accumulate almost all of it before the war is over, and that 

there will t hen be no way we can use our &old, Gther nations, it is 

said, will ultimately refUse to accept or bold gold as money. We 

will be lett with over •JO billion of gold, acquired mostly at 11.35 an 

ounce, for which there will be only e trifling dewmd - to fill 

teeth and fashion wedding rings. 

It is ,imperative that such nroohecies and fears be openly dis­

cussed by those closest to the oroblems . The gold oolicy of the 

United Stetes is not a haphazard development. At all times those re­

sponsible for it are in close touch with experts who subject the "gold 

preble_. to thoroughgoing aod constant analysis . The questions which 

are bein& raised by the ~blic have all been subjected to meticulous 

discussion , How 111Ch gold w1.ll the United States accumulate by the 

end of the war? ':/by is it comina here? Is its future value in 

Jeopercty~ 'fill the United States be able to use the gold it is ac­

cuaulating, or will • be •stuck" with moat of the wor ld' s gold? 

lould it be better it we ianorted l • • gold? Are we ~yin& too high 

" 

Regraded Uclassified



- 2 -

1 
price tor gold? Can we reduce the innow? Should we? All. these 

hllve received at t he bands of those who shape our monetary policy the 

ceretul analysis which their importance demands, 

Tho eomr>lexity of the oroblems involved cannot be minimized. The 

questions thct hDve been raised ere sufficiently complex even to per­

sona acquainted with monetary practice end theory. To the man in the 

street they are utterly bewildering. Rerding only the news comments 

he f i nds himself unable to distinguish between sense end nonsense; for 

very few of those who write about the subject of gold in non- teehnicel 

journals b2ve sn understanding of the oroblems. Nevertheless, I am 

convinced that t he subject is not beyond the layman and that notwith­

standing ita complexities the •gold problem" can be made clear. In 

the following pages, I propose to ley a brsia for a better understand­

inc of the gold s itustion by examining each question carefully end 

ru·eaenting the problem with a minimum of technical discussion end 

terminology. 

I. 

Are we destined to get ell of the world's gold before the war if 

There is now tbout -.29 billion "orth of monetary gold held by 

Treasuries , Centrrl Banks and Stsbilization tUnds; we have ~8 billion 

and the rest of the world h2s lt1 billion. ln sddition, there is also 

some \>5 billion worth of gold held in private hoerds and jewelry. 
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£loch year a large addition to the 110net.ary a tock of the world 

caaes !rom the mines. About 40 llilllion ounces of gold were produced 

in the "orld last. yeu, and this year production will probably run 

un to 1J million ounces. Output., measured in ounces, bas been in­

creasing during the past decade at. an annual rete of almost 8 percent. 

end is now over double what it wss ten years aao . T~ldng into account. 

the change in the doller price of gold !rom ~20.6? to l!J5.00 an ounce 

in 19JJ-J4, the dollar value of t.ba world' s anmul sold outoot is n.ow 

Ji ti~~~es that of ten yeprs ago. 

This large increase in 'IIOrld gold output is chiefiy s consequence 

of the widespread currency depreciation which occurred in the JO' s . 

Depreciation (and devalU2.tion) }) or currencies has increased the value 

of gold output for two reasons: first, eFch ounce or gold produced has 

a higher monetary value; and second, the hi!;har price still\ulated an in-

crease of production because wage rates and the nrices of ~ining sup-

olies remeined relatively stable .. hUe the value of each ounce of out-

out rose rt'Olll .,20.6? to •35.00. 

The price or gold bas risen in tenos of sterling even more than 

i t has in tenDS of dollars. The orice of gold in terms of sterling is 

now 20 nercent higller than it wes a yer r ago, whereas the dollar price 

1/ "Devaluation" is the term which should be reserved to describe en 
official (de jure) decrease in the velue of a monet.ery un.it. as against. 
gold or some other monetary unit; while "depreciation" should be lip­
plied to a declille (de facto) in the value of e monetary unit. i.n re­
lation to gold or sOI!Ie other monetary unit. Thus the United St.11tes 
dollar deprecyteci (vis-e-vis gold) throughout 19)). It wss denlUtd 
on January 20, 1934 . 
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( of zold is the same as it was last yen. lJ This recent depreciation 

of sterlin' currencies provides an additional s t imulus to £ l arge por­

tion of the world's ~:old mining industry -- more t han half the world 's 

c 
c 

6
nnual outout comes from mines i n t he Br itish Emoire . The increase in 

world production this year will probably be l arger for another r eason 

as well . All governments now at war, or in c!Rnger of being dr a1'111 into 

war, can be deoended upon to give every encouragement to gol d mining 

in t r ess under their control in order to increpse their "war chests" . 

Additions to the recorded world 1110net&ry stock hpve come also 

fro:~~ the conversion of jewelry into monetsry stocks, and fl"'!:l gold de-

horrding . AddiUons from these two sources will continue, if not grow, 

in the coming years . As the wcr continues, belligerent governments 

wi l l attemot to attract or force hoarded sold out of its hiding nleces 

into bovcrnment TreBsuriE's . Then, too, either from ostr iotic motives 

or beceuse of incrE>~sed orezsure on the nert of governments to obtein 

~old , peool e will sell or contribute sooe of their gold j ewelry to 

public authorities to be melted down for II'OnetPry ourposes, just as 

~s been done in Uermany, I taly end Japen . 

All together t he recorded ~orld monetary gold stock will increase 

by llKlre thpn ~3 billion dur ing the next two years . That me£ns t~t by 

191.2 there will be over 1>32 billion of gold i n world monetary~ tocks , or 

:,11. liillion mo re t han we now have i n the United Stttes . 

1 In 1930 the or ice of &ol d in dolltrs was ~20.67 on ounce ~nd 85 shi l ­
lin~s an ounce in ster l i ng . By 1934 the nr ice of gold in dollar s and t he 
price of gold in ster ling increased ebout the same. Since 19)4 t he nrice 
of &old in terms of dollers h£s r e!Mined unchanged but the or ice of gol d 
in terms of ster linG hes increased about 20 percent . 

The or ice of gold in terms of Canadian doller bas r isen a little l ess 
t~n hea the sterling nrice, but Canads accounts for only one-fifth of 

the &ritish E~ire's gol d output. 
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How *lCh of th1a tol4 billion are we going to set during the next 

1.110 yetra? 

\le Acquire our gol,d from two sources, lroa doMstic mines and troll 

sbroed. Our gold acquisitions from domeetic sources ere easy .to fore­

east Gccurately. The oroduction of gold in continental United States 

during the present year will be about ~50 million. Inasmuch as our 

balence of payments is sure to be •favorable" in the next two yeers, 

( i.e., payment& due us will exceed pe)'lll!nte due from us to foreign 

count ries ) none of the gold we mine et home will leave our shores. 

Si nce the uount of new gold going into artistic end industrial uses 

i s sull, virtudly all of the gold mined in the United States will 

be added to the monetEry stock of our Trensury. But the totsl. is rel­

eti vely smDllJ all of it \'Oould amount to only ~300 million over the 

next two yeera . 

The bulk of our gold &ains will, of course, come from abroad. The 
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amount of gold thst will be imported into the United States during the 

next yoa.r or two cannot be forecast with precision. As much gold will 

come to the United States ss is needed to cover the net balance in our 

favor of all the payments for imoorta and extlOrta, tourist expenditures, 

shipping and other services, of income from securities and other in­

vestments , as well as international transfers of bank balances, end 

ourchoses and sales of American securities. It is iDIDOssible to fore­

cut exactly how much the net balance of ell these transactions will 

total but it appears that gold innows will not again reach the II) bil­

lion lnel of last rear even it the wtr continues . 
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One of the lt.e!t.S - recorded ca,.lt.d in!lowe - which in the nast. 

cont.r1b1t.ed so much t.o tbe large now of col d t.o the Unit.ed St.etee, l'l'ill 

b- sreLtly reduced during the coming years. In f act, instead of a larae 

l!!fiow of cs.oital, substentlal outnows of capital may develop in the 2nd 

and Jrd years of war . Recorded net capital innow, which during 19J9 

~ll'.ountod t.o \)].< billion, vrill, we estl.mate , largely disaooear during 

1940, snd be reolaced either in 1940 or 1941 with net outnows, 

Thia decline in tbe innow of funds ia anticipated for several 

tl'asons s (1) All belli~erents h&ve alreac:ly apolied strict exchange 

controls to pr event. the private export of caoital. This was done 

cniefiy in order to conserve their foreign exchllnse resources . E.ven 

soce neut rrl countries are eonlying s t rict er Nlstnints on orivste ca~ 

ltel outnows . (2) ~ol!'.e Americen securities owned by ru>tionels of bel-

llgerents will toe taken over and sold by their governments in order t.o 

obtain doller oxchan~e (or the governments will tG ke over the dollar oro­

ceeds of the sale by their nationals of such secur ities, ::;iving t he sel-

lers local currency instead . ) During t he first five months of the wpr , 

there was a net sale of Ame.ricpn securit ies by foreigner s amounting 

to over t60 lllillion. (There WiS a net wr<:hase by non- belli,;erenta 

which was more than offset by sales of t he belliterents . ) This net 

sole by foreigners cootrasts with not purchases during most ot the 

orecodina four years. (3) In addition to preventing their nationa~ ' 

from acquiring more oollar deposits, belligerent governments ere 1~ 
dso to ttke over end use pert of the balances elreec:ly held by t heir , 

nttionals. l!any of tbese balances are are,.ter than ere needed tor bus­

iness OllMlOISes and are held es soecul5tions or 'l!'eceutions e.,A~inst 
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Eu.ropean 11011et.ery md political develop:oents. (4) The now or printe 

funds rrom several neutral countries - BelgiWI, Netherlands end 

~~tzerland -- to the United 5tetos is likely to crow smaller rather 

thlln 1a rger. The "wisest" Pnd IIX)St essUy scered funds heve PlreAdy 

been sent abroad, end -- with governments likely to take over the for­

eign holdings md foreign investment s or their n~tionels in case of 

their oorticipetion in the ne r -- there is no longer the same assur-

51\Ca of private .;cin in sendirtz one' a 1\lnds abroad. The flow to the 

United States of neutral government end Centrel Bank 1\lnds, however, 

is likely to continue so long as war accrea involving neutrals spo~ 

adically appear . Though even these must inevitably dimin1sh in volU1118 

es time goes on becau.~e the neutrals in danger of being drallll in the 

Tier have elread.y converted s substantial pot•tion of public funds into 

dollars. (5) Finally, there will probabl y be some increased outflow 

of AmericFn investments to Canada and Latin Americe which wUl not be 

wholly offset by exports to those countries arising directly out of 

such investments , 

These ccnsiderations added together point to a much smaller now 
ot canitel to the United Stttes than has taken tilpce in recent yeera, 

The other item of importsnce in our international sccot•.nts - in 

fact, the most important item -- is trade. Lest year our exoorts were 

JX>O million grester than our imoorta, Next year our "favorable" trade 

bAlance will doubtless be lerger because of the war, but we do not ex­

pect it to ~ more tor the ccx'ling year than twice thet SUIII. The need 

ot t.elligerents to conserve torei;;n exohan11e resources has led 2lree~ 

to sharp restrictions on aro- ot tlleir norul illlcorts. Special efforts 
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are being made by lngland and France to buy all poseible illmorts within 

thuir own emoires or in countries which will ~cceot their currenoies or 

~oods in n~nt. Also United States seles to neutrrl countries in wor 

r reas will be subjected to unusual obstacles. Belligerents are making 

1nt.ensive efforts to tie up the trade of neutrtl countries, <'ithor for 

the ourpose of assu rtng necessary imports tor Ulelll!lelves or to create 

149 

addi tionol dil ficul ties for the enem;y. The · moe t conmon device used to 

accomplish these ends is a cot~inetion of clearing agreements and blocked 

belences, (arising usu8lly out of special oolitical and economic rela­

tionships between the countries in QUestion) which restricts the amount 

of free exchfnge available for ourcbases in other neutrrl countries . In 

consequence of these obstacles an increase of less then one billion dol-

lers in the excess of our exports over imnorts is expected in 1940 des-

oi te large foreign nurcheses of our airplanes rnd cqui,..ment. Our exoorts 

may increase mort> than a billion, but our imoorta will also increase, 

unless there should occur a decline in the yerr• s buRiness activity 

co:mpred with lEst year . If business activity in the United Ztates will 

in 191.0 and 1941 be no lOI'Ier than it qes in 1939 we ruy reasonably ex­

pect that our trade balance will increase l ess than will our exports . 

Therefore, & "favorable" trade balance for the next two year period of 
. 

t J to lt4 billion seems a reuonable expectation et this time. 

The other itelll!l in the United States bltlancc of oayments - ship-

oing, tourist erpendi tuNs, relllittences end contributions, interest and 

dividends, bovernment trensections, services, silver, end the residual 

item - will cdl for a net total inpayment of oround three-quarters of 

• billion dollars next year, and will not cheniC vently in 1941 1! the 

w~r ocntinues , 
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The greatly reduced net inflow of ca'>1Ul during the nest tlto yean 

11111 likely more than offset the 1.ncreue 1.n our eXllOrt balance, so thet 

sold innows this year will be less then that ot last year . !low much 

less deocndll chieny upon the course of the ~Yrr , The longer the neriod 

of restricted warfare and the tnore localhed the struggle, the smaller 

will be the increase in our "favorable" trade bflance, and the smaller 

the now to the United Stetes of night currency, On the other hand, 

should the fighting grow more intense end be extended on sever&l fronts, 

ourcheses of our wer materids will be speeded up, and the larger '11111 

be the now to the United States of frightened currencies. Under favor­

able cmditions the gold inflow will be close to ~ billion this yer;r; 

under unfavorable conditions 1.t will be closer to ~J billion . 

There is the further nossibility thPt irrational feP.r abroed with 

respect to the VElue of gold may be oromoted by the growing volume of 

dire nroohecies -- born of ~lsunderstending or partisanship -- about the 

1\iture of !!Old with the result that 1110re foreign governments End central 

banks will convert their ;;;old into dollars to be keot here until after 

the "er. In that event ''-e ~ay ._et e much larger innow of gold than 

last year' a. Th1.11 1.s not e nrobability but it is a possibility. 

Even if the unexpected happens end wP get as much as ~ billion of 

gold in the next two years, "e will still hevB less then three-fourths 

of the world's gpid. Were non-monetary stocks included the oro?ortion 

would be less thlln two-thirds , 

The gold holdi.n;,ll of t'rence and of the Bri t1.sh tnroire , will , ot 

course , be reduced in the course ot the wer, desoi.te tbe latter's an­

nual production ot t800 all1ion or 1110re a year. But the United StateS 
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ill not be the only ,_ainer of gold. N1111erous other neutrrla wUl add 

t.o their sold holdings as well . The fore1sn t rade of some of the neutral 

countries •rill suifer seriously and they will lose some of their sold 

hold1n
1
·s, 1-ut others 1ll1ll find their exports increasing as t he war con­

tinues . Pert of t he proceeds they will obt~in from these &dditional 

exoorts dll be P.mployed to pay for t-ddition&l im\'lOrts, part to ourcbase 

back their 0'11\'l securities, and, in some instances, to service defaulted 

obl.iJeUons, but sorr.e oart of the increase will te used to accUJIIIllate 

gold. !.!any neutrd countries are eager to increase their gold holdings, 

both ~s a ootential war chest and as additional supnort to their mone­

tary system. They \Till wish to tr.ke advantage of the favorable circum­

st.ences to accumulate some sold in oreparation for ~bsequent lean years 

or for \'lOSSible war . Alreedy several countries besides the United 5tates 

ere increasing their gold holdin~s . 

All together it seems fantastic -- on the basis of eny intelligent 

evalustion of !ill the nertinent factors - to assume that we are soon 

t.o get •an the gold in tbe world" , Our percentage 1ll1ll doubUess in­

crease. It is now bbout 6) oercent and uy rise to ?0 oercent, or even 

?5 oercent, before 1942 should the war continue till then. 

But, it may be objected, supoose the war lasts nore tt~n three 

yeers? Suppose it losts five years? At the rate gold is n011 coming 

in -- ~ to i) billion £ year - we 1'10uld assuredly have most of the 

'Oorld"a "old by the end of the wer . And even efter tbe 'ff& is over, 

what. about. the reconstruction period? 'Ifill not the belligerenta need 

to re'bulld destroyed ereas, renew wom out equi~t, and convert plants 

geared for war production into shape for peacetae production? Will that 
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not use up wll8t.enr gold the belligerenta MY btve lel't at the crtd ot 

hoStilities? 

Speculet1on as t.o the duration of the Wf r is obvioualy f\ltile , 
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There exist so 1112ny veri&ble factors in the eituetion, to say nothin& 

of the orobability of comoletely unexpected developments, thlot it would 

be jus t PS absurd to say thllt the war ~tnnot lest !l'Ore thtn three yerrs 

iS i t would be to say thst it will lest thnt long. Nevertheless, for 

the rurpose of the foregoing questions it may be assumed that the wer 

1£8:1 ltst ~ore then three ye~rs . Even in tlvt event, however, we will 

not ,et all the r,old th2t even the belligerenta hove and oroduce let 

1lone most of the gold the other countries have . 

A digression at this ooint is celled for. The reader is apt to 

get the impress ion tMt our desire to shaw thrt we will not get almost 

all the world' s gold before the war is over suggests that we feel such 

& development would tx> bad for us and catas troohic for gold. Not at 

all. Aa we sh£11 point rut in a later section, continued inflows of 

gold yield on belance substantial benefite t.o the oeople of the United 

5tates. loe are gltd t.o get more gold. Not because we need it; 'lie al­

ready havo enough to su~oort a l!IOU11d monetcry system, but bec2uae, aa 

we shall point out, it er!ds to our netional woflth both in terms of cur­

rent goods and services, and in terms of rotential nurchasing QOWer over 

foreign goods. \'te would much prefer that tho v<orld conditions were such 

that foreian countries did not have to pprt with gold. lie should ob­

viously prefer that peace and normal in~ernationsl economic relations 

should be reestablished so that the now of trede, of c&oi~ and of 

services should be treed troa the lerce ftUIIIber of restrictions inerltablr 
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J.a1)0Sed upon such nows during periods of intemationel acute d1atur­

~ncea . But the •c:rld sl. t.uation be in& what it. is , 11e ere better off 

ror receiving the gold than we would bo were the now directed elscnrbel"e. 

e pre better o!f getting the gold than not getting it. Lerge and per­

sistent gold movements to this country are both o symntom ~nd a conse-

quence of the disturbed ~orld situation. At the seme time, to be sure, 

gold losses have added to the difficultioa of several foreign countries, 

but the difficulties of those foreign countries would havP been much 

greater h&ld they not oossessed the gold to eruoble them to ..eat their 

adverse bdance of payments arising from the economic Pnd political 

sit.w~tion of the pest few years. It they h&ld not had the gold to lose 

they would have been forced to resort to restrictive metsures far 

costlier to them than the loss of gold. Certain countries hrve been 

in j ust that predicament, and have suffered accordingl y . This pspect 

of the subject wUl be discussed at length later. It is mentioned 

here in passing only to make cl ear that even were the inflows of gold 

to be 11a1ch larger in the next fcnr yesrs than 'Ire expect it 100uld not 

necessarily be cause for concern with resoeet to gold, but rather tor 

congratulations, that we, st lepst, are saved from the nstionel loss 

th£t wo would be experiencing were the world disturbed situation to 

continue while our sold inflows were to cease. Such concern as we would 

justly f eel i~old infiows continue in large magnitude is e concern 

over E l!Orld situation so disturbed as to give rise to such large gold 

1110vomenta. 
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To reSUIII! the explanation wtq we will not ret almost all the wor ld' a 

gold should the war ust 100re than three 7ears. In the tirat place, other 
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neutrals will get tnd kftCp some of the gold the belligerents will spend 

as ,ell as some of tho gold exnorted by countries with adverse belonce11 

of peyments . But more important is the fsct that belligerents wlll not 

p~>rt m tb all t heir gold. As their gold holdin;ts dilllinisb they ,.ill be 

aore reluctent to dip into the remainder. Gold, after ell, is t~e 

1110tt liquid, a:ost dellt"ndablc form of I'IW'chr aing power over foreign 

~oods and services thtt there is and the belliserents will deem it 

vitd to preserve subst&ntial amounts of their gold holdin.ss. They 

t ill wish to keen c substantial stock of gold , not only for fin~l or 

unforeseen contin~cncies, but they will wish to htve gold left after 

the wa r in order to sucoort their currencies , to 1081nU1n soce of their 

fi~U~ncial prestige , to rc~;oin some of their nre-wer stetus as interna­

tional bankers and traders, and to provide some cushion agains t unfore­

seen trends , 

As end when ~he drain on gold continues, the llritish and French 

lmires wlll draw more on their other foreign exchtnge resources . It 

should not be forgo tten that t hese two Empires have foreign exchenge 

resources , exclusive of cold, with s liquidetion v~lue during the next 

f!!Y1 years of probably some lP8 billion or nor e . Their understandeble 

dislike to part w1 th much of these earning assets wi.ll be exceeded only 

by their well-based reluctance to use eny of the last billion or two of 

their gold stocks - should t heir gold holdings ever l:e drawn dolln to 

thrt 10"0' l evel. The pressure for peace, tnd the stimulus to find 1101118 

other way of raising foreign exchen!;e than of dioping into their remein­

i ng gold stocks will inoreaae a s their torei.gn exchange assets seriously 

diminish, end long botore their gold reaches low levels, ~djustmenta and 

• 
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1 rran&ementa of one kind or another will uke place which will cut 

~heir exuorts of gold to the equival ent of t heir curr ent production. 

Therefore , the fact tbet the United States may get ~ or t5 bil­

lion more gold should the war abroad last two years does not mean that 

she ·•ill continue to get. it. at that rate, or that she will get cost of 

tilt remaining billions held by the belligerents, it the war lasts longer. 

Unless the war is finally t o drag the whole world into comt>lcte chaos -­

in ll'hich case it berdly matter s who has how much gold -- th~ r e turn to 

peace •dll find the rest of the ~rorld with substantial amounts of gold, 

amounts which to othe r countries will be fer ::tOrt> imro r tent than would 

« an equivalent sum to the United States . 

Is for the r econstruction period, there is no reason to believe 

t~ t the belliger ents will be denuded of their gold holdings by recon-

s tl'Uction needs . !/ 'Nhcn oeace is r eestablished credits will now much 

iJ Incidentally, e &lance at the following table giving the gold hold­
ings of so!lle of the bellit~erent.s and neutrals at the beginning and end 
of the war of 1</11.-1918 and 5 yeors after the r.ar does not. :;ive much 
suprort to the fear thet either the war or the r econstruction ooriod 
rill leave belligerents or neutrals ~1thout gold . 

Gol d Holdings of Certain Central Banks snd Treasuries 

(In millions of dollar s , at ~35 per fine ounce) 

Percentage Percentage 
End of End of change End of chBn1e 

121£. 1212 121~212 1224 1212::122£. 

EnGland 721 979 • )6J 1,267 + 2~ 

Frenee 1,359 1,177 - 1~ 1,203 + ~ 

Germany 841. 1.39 - 1.8'/. ~ -JO% 

It.&ly 1.58 3J9 - 2~ J71. + 10% 

Scandinavian 107 298 + l'm 270 - 91o 
(Sweden, Denmark , 
end Norway) 
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.ore treoly troo countey t.o countey. Liknille, the ~oenenl uJIIIWinl 

in business conditions , which will take pbce aft.er t.be diaruption t.o 

• world p-oduct.ion cel18ed by the trensition fro~~ war-time econ011,1 to 

peece-timo economy hea passed, will oenait some of the countries, ner­

ticul~rly those who heve lost gold durinc the war period to increase 

their gold holdings . 1.\het her the replacement of 11n "unfavorable" bel-

a nee of paylll8nts for our we sent "f l'vorable" blolance be nmid or lone 

deleyod is 1moossiblo to foreceat. But reoid or slow, its develotii!!E'nt 

after the war ia es well - based ~~ is the hope for world econolllic re-

cover; • 

• 
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"That role will ~old play arter the " ar ? .. fill it cease to 1-e used 

a~ a lllOnet.ary ae tal? '!ill it loee its 110netary value and have use only 

in indu~trv and the arts? 

It II!Ust be made cl'lar at the outaet that gold il' not an indispen,._ 

able element in a monetarv ry~tem . 'llle evol ution of monetary i!lyste"'~ 

ha• lo~ since reached a ~tage where the bu:rlness of a country can 1'8 

traMacted without the aid of '{old . !'onetary theorist• have loM 

known this ract, but people unflll'liliar with the ltllb.je ct of money have 

"ecome Aware of it only in recent yearP. In the paFt llecane, parttcu­

larly, they have seen country after country, under the stres~ of 

!ll8cial circumstanr.es, abandon the use of gold , fi r st aP a means of 

payment within the country, then as an automatic device ror keepi.ng 

exchange rates fixed, then as a base for the eredi t structure, then as 

a backi~ for no te i ssue, and finally as a means of keeping a country• s 

international accounts in balance. They also observed numerous 

countries - both important and unimportant - lose much of their gold 

hold~s md yet manage to engage more or les~ freely in international 

t r ade . These events, givan much attention in the pre s s, have quite 

understandably imoreeeed many persona. ~re and more oeople are be­

~inn1111! to l'\lspect - in many cases with a sanse of bewilderment .. d 

uneasineee - thet gold is not Pn indil!"pensable elearent in 110netary 

systems. l>onoerly only understandirut of the theory of the sub.1ect could 

hue led to that conelu~ion; no• femilhrt•.y with current events is 

alone 1111"ficient. 

r 

• 
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T~e sis-dficant question, ther efore, is not whether the ~•sinesa 

or ~~e world cen or cannot be t ransacted without ,;old, but rather whether 

1~ can be transacted as well without .:'Old as with it., and whether the 

difference is worth the cost. Gold is an expensive metal; its use has 

becoce highly speciali~ed because of the development of other monetary 

~echniques which have sunplented gold for some monet~ry nurposes, yet 

so lon~ as gold performs essential monetary functions more efficiently 

t~n any other instrument, so long will gold continue to be used es o 

monetary instrument. When gold ceases to perform ~11 im""rtant monetary 

functions better than can be done in some other way , then gold as money 

will be doomed. The crucilll question therefore is: "Is gold as a mon-

etary instrument sunerior enough to any other device to Justify its con­

~inued use?" 

T~e answer to this imnortant question is not easy so fa r as purely 

domestic monetary uses of gold are concerned. There is no longer the 

Qllfn~ty of opinion among monetary exoerts as to the usefulness o.f gold 

for dar.estic f.'Urt>Oses . Uonetary habits hsve changed in recent decades , 

and so have monetary systems, monetary t~eories, 1a well as the character 

or monetary needs end techniques of control. ~'or some domestic purposes 

60ld is no longer used at all, for others it plays a lesser role than 

formerly, while its hitherto mckt imoortant 1\lnction within a count:-y -

that of constituting a specie base for note issue and deoosits - i& 

being regarded es an unnecessary anachronism by a growing number of 
• 

econondsts , 

• The use of gold in hand to hand circulation, whPther as coins or 

in the fora of gold certificates, has ceased . Gold in the fora ot coina 
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NS not been used as a medium of exchange in the United States since 

l9JJ, and for decades before then it was used only to a small extent 

and chiefly for birthday end ChristiiiSs gifts or for hoarding. In prac­

tically no country in the world does ,;old coin now circulate as " medium 

of exchinge. There hes , however, recently appeared a renewed de~Und 

that ~old coins be peTIIIitted again to circulate freely in the United 

States . The advantages claimed for such a step are that (a) it would 

reduce excess reserves and hence the possibility of inflation, and (b) 

it would help restore confidence in the soundness of the dollar. The 

10erits of these claiiiiS will be examined later when various oronosals 

for • solving our gold problem" are t2ken up. It is mentioned at thia 

point merely to indicate that there is a renewed i nterest in the pos­

s ibility of having gold coins (or gold certificates) enter circulation . 

A more important !'unction of gold wes to serve ~s a "backing" for 

paper currency. (Technically that function is referred to as a frac­

tional reserve requirement to distinguish it from the 100 percent re­

serves required against 6old cerlific2tes.) A holder of paoer currency 

had the privilege of converting it, whenever he wished, into ·bold coin 

(or in some countries - into gold bullion) at a rwte fixed b{' law. His 

government required its Treasury or Centrd Bank to stand ready at all 

t imes to sell him gold at a fixed orice in tenns of oaoer currency. Th.is 

nrivilege of free convertibUit.y is one of the essential characteristics 

ot the orthodox "gold e tandard" , and used to be regarded by people gen­

erally as one of the essentials of ~ sound monetary system, ~nd is still 

so regarded by a large number of oersons . Ten years ago over thirty cur­

rencies were so convertible; now there is no country left in the world 

• 
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where a holder of paper currency can ectu.lly connrt that currency at 

will into gold at e price fixed by law and hold that gold wherever he 

pleasea. Todey the United States is almost the only country lett where 

gold can be lJUt'Chased at a fixed price and even here it can be so DW"­

chased only when it 1a to be used for eX!lOrt under apeci!ied conditions. ),/ 

'lihether the privilege of •redemptio.n• of oaper currency into gold 

will be resorted to i n numerous countries after the return of intern,._ 

tional peece and prosperity is uncertain. There are some economists who 

believe t~t the crivilege of tree convertibility serves no useful our-

pOse; that it is out-dated, a hangover !rom days - exoected never to 

return - -..hen monetary syste11111 were supposed to function •autolll8ticAllY" , 

end 11hen the guarantee of monetery stability was sunposed to lie in the 

ability of i ndi viduals to convert currency into gold rather than in the 

discretion of the monetary authorities. 

Some go even further and claim that the privilege of convertibility 

(as distinct from the availability of gold for settlement of intemational 

accounts) has a serious disadvantage. It. makes possible an internal drain 

ot gold (i . e ., withdrawal of gold by the public and banks for hoarding) 

as well as an external drain ( 1 . e . , for export) and does so particularly 

• • 
at the time 'llhen an external drain (.~old exnorts) is becoming serious . 

Thus, they claim, convertibility contributes to the very condition which 

the "OOIIsession of gold reaerves is supposed to prevent, naJIIely , abandon­

~~~ent oi: the gold standard. This is especially true when the country in 

if Gold bullion bars con be ourchased in Belgiua at the fixed legal 
price and held by the buyer, but i t can be exported, in effect, only 
under certain conditions. 

Gold can, of course, ba purchesed from the United States Treasury 
at a f ixed orice when it is to be used tor inctuatrial pu.rpoaes • 
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question does not h4ve lerse stocks of sold, Proof that convertibility 

constitutes s weak link in monetary systems, these economists claim, is 

ths fact that the privileSII o! converti bility has been usually wi t hdrawn 

1s aeon as a monetary system is under severe attack, 

On the other hand, there are still a sreat 1111.11)' businessmen, banlcers 

end economists who believe that the suspension of the risht of a bolder 

ot paper currency to convert th.-t currency into gold at I! orice fixed 

by law whenever he wishes, and to hold that sold where he oleases, is 

only an unfort=te and temporary withdrawal of a nrivi lege which is 

~ vi tal element of a sound currency system. The suspension of that 

privilese, they believe, should take plt~ce, if at all, only durins a 

severe monetary or political crisis and should be restored es soon as 

possible after the passins of that crisis. They believe thE.t were 

people to have the privile6e of converting their paper currency into 

gold et will the monet~ry sys t em would !Unction better; people would 

hive more confidence in their lllOnetary systems and business would be 

consequently better. 

For the Uni ted States another advantage has been claimed for r&­

turning to the free orivile~e of convertibility. lt has been held that 

in addition to promoting grel! ter conf idence in tha dollar, the orivi­

lege of convertibility will reduce the danger of inflat ion by dimin­

iahin; the volume of excess reserves, and will orevent any change in 
. 

the orica for gol d except by Congressional action. l/ How much 'lleight 

should be given to these ooints will be discussed in e later section 

where various oronosllls are taken up and evaluated. 

iJ At present the President cM by !lroclaiMtion el ter the gold content 
ot the dollar between ~41.)4 an ounce and :.Js.oo an ounce and the See-

• 

retary of the Treasury can, under certain conditions, alter t he ~ing 
or selling price for L"Old. 

' 
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The redemption of paper currency into gold ia not the only use 

of aold the worthwhileness of which is being questioned; there is even 

uncertainty as to the desirability of a~intaining a met allic reserve 

a&ainst note issues and deoosit l iabilities . On this issue, however, 

t here is much more to be said in supoort of the prectice, and one can 

find many more collll>etent economists defending it. The legsl require­

sent thet there be a minimum prooortion of gold backing a~~inst note 

issues is still in effect in numerous countrie~, and in ~ooe of them, 

including the United Stetes, the gold reserve requireJtent extends to 

depo~its . In the nre-deoression decade MOre than fifty countries had 

such legal requirements on their statute books including numerous 

countries which during that <lec~de reor1,cnized their monetary and 

banking systems . 

The chief nurpose which the requirement (that there be soae gold 

reserve against notes and deoosits) is suorosed to serve is to prevent 

• 

• 
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IUl undue ~J<PIIDI'ion or tbe I'IOMJ "UDPl.Y 1-y Um t.illjf, to - pre'l'iouel,y 

rletem ined ratio to I!Old, ~.ho uldmum RIIOIIIlt o~ cn,.roncy notoP th11t 11111;1 

t-e iP•u~<l , end in 1101118 cue to by 111111 t~ the ~t o" dcund ljahill­

ties, (\.e . , currency and/or de~and depotoits) that may~ croated. 

!Ouch !!Old rePerve r 1q•1irement8 are pre8Uilllld to givo proteotl on 

uainl't price inflation b,y constitut~ an •aut._tic li'Overnor• which 

controls tba expansion and contraction of tbo mnans of payment. 1/ The 

~old rllPerve ratio operatoe a~ the •automat.ic• ~1. l'lhen the ntio 

1, surrtcientl,y at-eve the minimum req,drement, it 1~ the all clear ei~t-

nal for expansion ; when n1ar the minimum requirenent, the ratio becomee 

a dalll!llr l!!imal ~all1DP, for the iolpol'ition of roetrictive.lllOMtary mea-

O\U'8S in moMtarv policy, This automatic ei.,nal presumably II'UPt he 

o•eyed when the ratio iP droppin~ cloNJ to tho minil'nllll, elee monetary 

•uthoritioP will he ro~cod to suspend oonvert1 bi li+.y and will he at once 

c~n·r~nted wi th tho da~er ~r depreciation, and flil!ht or capit~l and 

pos!'i " l,y t be n'led for ii!!POsinl! exch&lljfO controls. "earfUl o• I!UCh 

~ectacular and drastic ~asures, the monetary aut horities , it is 
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'!f The roasonirut ueually offo~d is ~imple. rr, tor IOOJDP. reaPon or 

other, prices rise , and/or the mRans of paymant - currency and deposita -

l ncr .. ase rapidly, th'e ratio of gol-:1 t? pepor currency And deposits grows 

tmaller. "be ratio or P.Old rel'.,nt!l' to the D'Cans or payment drop~ fro11 

t..., caUI'el! l (1) '!be m<' &n ~ of payment increase \n volwae and (2) ilfOld 

flows out of the country ae pricee riso. (It flows out because, witb 

pricos ril!!ilV! at hoM, the country importa more and export" lees.) As 

the gold reseM'II ratio aJ)lll'Oachee the le cal min~, the authorities 

Are forced to adopt restrictive measuree which check and rneree the 

trend or increallin& depotoits and prices. jonetary autboritiea po .. eu 

n\lll'?roue !)()Were wbich 1118ke it poesible tor tbaa to - r or later 

eh•ck and revorse a nee i n prices. And 'lice 'ftrsa: when prices are 

tal li~, credit cont ractiftllf, etc. , etc, , the ROld reeorwa ~o in-

creaeee and induces the autboritiea to adopt ••sure• delllrftecl to •~ 

couraP,o oxpansion or teae 1110ne;y euppl,y 11nd to pronooto a riea in prices. 

Regraded Uclassified



~ I- 165 
rPDsoncd, will initiote restrictive ..:casures in time> to 1118ke their ado~ 

~ion unn~ceasary Fnd thus t~e public 1a sunnoeed to be nrotected a0
einst 

1nflt>tion. The systou; so desc ribed h eupTIO~ed to be •autollllltic" 1n con.­

trP.st to 11 11Wno,;ed" currency. In the letter systems monct£ry authorities 

prcsurMbl)' h£ve no such "automatic" device to force action, but instead 

dep<,nd on their judJ!aent. in shaning monett>ry policy, !/ 

!/ In sorr.e discussions the tenn "outonu:tic" currency is used to describe 
thet mont:>Vry systnm in which the sole criter ion, scl<!ctcd by monotery 
Duthorities to ~~ide t hPm in tr~ir decisions on nolicy, is the strtus of 
tht ntio of the !;Old r <'serves to dollUind lillbilities; "hereas a "rnana;:ed" 
currency refers to < syst em in which t.l'>A· cce>netPrv ruthorities select 
other criteria for nolicy mak1n,; decisions , • 

Frequently the tems are used with other implicDtions . ):uch contus ion 

surrounds telk of "rMno6Cd11 currency one:! "e.uto!llotic" currency. Tho 
dJstinction is redly quite simnle . An extreme "auto!l'etic" li'Onotary 
syste~~> would be one in which imnortrnt ch&nGes in the stock of .:old re­
serv~s, in 1.ht< volw:~e of credit, 1n tho srnount of currency issued, 1n 

the orice l evels , in the nrice of gold, 1n foreign exchan_e rrtes , Lnd 
in sr ort-term 2nd long-term interest ra tes were not subject to direct 
influence or control by monetary authoriti(s , but rather were so pro­
tected by l& w, custom and market behDvior as to be nlaced outside t he 
discretionary action of Monetary authorities in the belief that the 
latter on the v.hole do more hann then t:ood by interferinn "ith so- called 
•natural" forces, 1 . ~ ., thu forc~s of comneti t i on and free enterprise 
working tiY.a:sel ves out in the bul!inees end financial world . At the 
oprosite extreme \'fOuld be the "managed" currency system in which all of 
the above cited phenomena woul::l be !l'ada subject to direct and constant 
control by some monetary authority, hedged in by no st~tutory or 
institutional r£strictio~ upon its monet&ry pawers, and opcrrting with 
the solo limit£ tion that the best i nterests of the <'O'.Illtry bt> served. 

t ctually, of course , no l eading lll0Mt£:ry systt>m f1lls at l!itht:r of 
these tiro • xtremcs . There is no longer any such thing •~ an •autoutic" 
monetary systc'C, nor h:ls there been for meny decades . All are •ur.aged" 

to some axtcnt, but there nre different degrel's of !l'anage~ent; t here 
are di t f erent de&rees of d~pendence unon judgment of the monetary 
authority es contrcsted with & statutory simnl e e rit.erion of action 
such as is rrovid~d by gold reserve rt'q\liren:ents. fthcther the evils of 
ocndtting bro~dcr scooc for money ''.r.w.n6.~ccnt" ero worse than those 
arising from too 1 icd ted I' scope would derend upon t he particular 
country and narticul£r s1 t.uation . No 4,encraJ.ization on Lhtlt score is 
rossible . There &re countries whJ.ch lack ooliticrl stability and the 
governments of which reveal immEturity or i rresponsibility in matters 
of monetary policy . Those governments would be better off if l eas 
scop.:: were lett for the exercise of judi;ment and oro reliance pl aced 
on •automatic" criteria in detcradnilli mon<'tary policy. On the ot.ber 
hand, in moat other countries an a tte1110t to restrict t he JDOnetary 
authority to the strEight-jacket statutory reserve requirements may at 
times expose those countries to unnecessary ahoeke or too frequent 

cycl es of business activity, 
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f.bether fractional gold reserve requirements do in fact act aa a 

restraint e.,ainst inflation, and thereby lend strength to a monetary 

system, is a IIlLich debated question IUIOn& monetary t.beorists, and 1s an 

issue on which there is no un&n.imity of on1n1on. 

Toking all these considerations together, it eopears that notwith­

standing the widespread auooort of the view thct gold nlays • useful and 

1mnortent role in the domestic rnonetory system Md can oerform o more 

helrful role if the ~;-old standrrd were rdhered to, there are orguments ur­

holding the contrary view weighty enough to ~rouse feErs for the future 

or gold were its usefulness as a 1110netary .. .etnl wholly or chieny depend­

ent upon its continued use for coin11, to provide metallic convertibllitv 

!or surrency, or as basis for note issues or credit expansion. But its 

usefulness does not depend upon these domestic uses; gol d really derives 

its imnortonce as e monetery metal not !rom its use within E country but 

because of its utility as e medium o! international exchanpe. Even such 

imoortance as it may be thought to possess within a country derives 

largely fro~ its util i ty as en internat.ionel medium of exchange. In 

the nerformance or tht;t function gold is as yet without peer. 

This does not meen that methods other ttwn the use of gold are 

not l!ll>Oloyed to exchan_e goods arid services between countries. Just as 

in domestic trade oersons cPn, and so~etimes do, resort to barter, or 

sell their coods or services oertly for credit oermitting the rlebtor 

to pey his debts et the end of the yepr in ~oods or services; so in 

internptionel trede countries can, end do, resort to berter, and to 

other devices besides the use of money to con. uct their internetional 

excMnte of goods and services. Yet money - gold or foreign currencies 

re~~~ains the 11011t imnortant final mediwa of exchange between countries, 

• 
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anc! 4~ wr. ehall eee, of tho two - ~told or tore~ currenciP.a -, ttold 

1,. praf-:l rablc. 

~oreiqn CTchantto, ~111•, dra•ts, ch~eks, am, of course, continu­

ally ua•d in tho offp·ttinP. or accounts !Y!twoen countries. For example, 

1 r t.ho Dll)'li'Elnt• riue O.n ro•identl' o" the United St.at~a wora ~qual to t hc 

f'.llldS due by oth:l r r usiden•,. nr tho rnited Stat-?s to forcii'DOrs ahroad, 

then obviou~ly it would be po~si~l~ to liouid11te all transaet1onl' 

w1 thout tho shipment of any currency or 40ld into or out of th' T.Tnitod 

~tatos . 1'he accounts >muld ba s.Jttled m~roly by drarte Cor chreka, or 

bills o'" oxcbiJnvo) t ransforrirur dollo.ra frorr somo Amricana to other 

Americana, and other drafts Lransf··rriNt st,.rlin<: and other currond ea 

frnor so~~~e foNiun?rll to othc..r foreii(Mrs. The~ CO!!!J)l~tely o'f110tting 

trAnsact, on~ arP. pn~~1ble . howovcr . only whan t.hero 1 s an egui valonco 

of sums "wing •nd owo>d. Th-' I'IOmunt thoro is 11 halanco due in eithor 

direction, then it no lontter 1lo ooseibl · to cO!!!plotely o•r~, ~ t,ho 

t ran•action by """appint;!" domcstic 'loposi ts. ':l'>on a "alanco 1,. <hw, 

cash sent <'rom ono country to •mot!>or ,.,uet h'l usod t.., l'ottlo tho 

di 'fcMnc'> , ·nd tho H.nd of CIIM that iP I'IOI!t RCCiln•.ahle hy ,M cnuntry 

fr""" &Mthar 11', o' courFa, "old . Oold ls tho only ll'odi\111' that. ovary 

country will nllilll!ly tal<o , "-lcau!'l! H. tP the only mod\UIII thAt o<mry 

country 1,. c~rtain can be Ul' ' " at aey ti.ll» anrl in Any 81110unt to pay 

for gnods and 11o rv1c~,. purchall'ld from oth~r countri•JI' • 

• lul!t ilu<dno what, th9 sitUAtion 110uld bJ lik<> it an Alarricen ex­

port )!' rocoived !'UpOOI! for hil' axports to India, storline for hi.• ox­

ports to ;ngland, 1.'-ahts for hb oxporte to Siam, milrei11 f or hie export II 

to "rasll, ol tc. , a te. , allll then had to aell tho":~ cur rencies in • 
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~rket in which the rates for each one of those currencies wos con­

stantly shifting, aoo/or in which the foreign exchanees were subject to 

control snd restrict.ion. If the countries referred to did not have 

enough gold with which to meet when necessary a balance arising out of 

private transactions, the exoorter to those countries might sustain e 

serious loss end the next time he sold his goods he would dell'.and oey­

ment in the form of his own currency, or in gold, or some currency that 

would g1 ve promise of being kept stable in terms of. lrt s own currency 

or gold . "J} Since there is no currency that could : i ve such promise 

unless backed by substantial sums of gold, 60ld in the last ~nelysis 

is the only form of finally acceptable medium of internationel cayment. 

The situation becomes much worse, o~ course, when goods are sold 

on long term credits, or when it is a question of caoital movements be-

tween countries . The exchange risk increases with the length of time 

that lapses between the date of the loan (or extension of credit) and 

date of reoayment. A country th&t hE s a currency subject either to 

fluctuations in value vis-a-vis strong currencies, or to exchenge re-

strictions, f inds it difficult to borrow foreign funds either for short 

term or long term pur;>oses even though the loan be ~rade oqeble in tenae 

of the lending country's currency. ~·or this very rerson capital-needy 

!/ l.ost exoorters, of course, do sol'te part ofabeir bt1siness under 
terms which involve risks of exchenge, llM some eJCOOrters are forced 
by a poor COJDpetitive oosition to do a:uch of their btllliness under such 

terms. But in the bulk of trade the risk of exchen e loss is avoided 

by the exnorter fixing the orice of goods sold in terms of 11 "strong" 

currency, i.e., a currency thEt gives every oroad'Se of being oteble 
in tenns of gold. The l.JIIoorter, on the other hand , ccn avoid exchange 

risks only U the ~ods he bu.ys is in terms of his own currency • I! 

his currency nuctuates v:ls-a-vis others, exoortera of other countries 

will be reluctant to sell hill unless he pays enough more for the goode 

to warrant the exchenre risk, or unless he buys in tenllll of some 

strong currency • 
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countries ara particularly desirous ~o built! up gold ~t<C.:rvoe (or 

roroiJln balances i n count.rioa th•t can suoply '!Old whon called upon 

t<> do !10) enouJ!h to make poPsi'>le t>oth fro11 and Ptablc curronci r, e 

"OT thJDFOlV315. 

!hero: are 1101'.3 J)<:reons who "eli eve that it will be ool'sihlo art r . ' 
p· ac~ ie r~establiehed, for the world to disponee entirely wi t h ~lrl ae 

a modiWil of i n to rnl'ti.onal exchange and u~e oi thor a universally aooo11tod 

Paper curroncy (not r odcomahlo in gol d, <>" oourM, •inoe aold, t.hey 

·latm, is t o b~ dilltlCneod with a• a mon! tary in~tl"UI!lent) or any of 

eov~ral pap~r curr<!nci ' e whicl. arc to he kept at a fixod ratio with 

• ach othor by international a~re~rront . Th.ie beli()f will be found upon 

oxamj nation to roet r.>n qui to illu!'Ory "TOIInds . .,,t before •.he r8llacic e 

undorlyin~ tha t. boliof aro i ndica teti, a brtef analysis of tho rolo 

olayod by gol d in into:.rnational transaction& ~houl<l "a prr.>sonted . !'oat 

of the uncertainty and doul>t as to U·..:; fntur~ role o f ~ld p~rsists 

lArgely becaul'<! or th:· lack or undor•tandifllt of why i t is t hat o:old i a 

no" and hA5 t-een for c nt•1rial' the best. N.nal II'Odium of international 

oxchango . I t is important, ther..: for., , th•t ""go tnto the matte r 

moro fully befor o cr>mmonting on t ho rca~l~iltty or r cplaciDP ~old with 

~mo other instrumont in tho conduct or 1nt.omAtional t rade and 

f'inanco . 

To "c~in with it mu!lt 1'0 cloar that. en lorut tot< countrie s O lli!~O 

i n forei~ trad~ and in ternational exchan~ or s~rvica ~ anrl oapitsl, 

oi thar t lv;y IIIW! t koop t hd r int llrnational account,. in bAlar.co , or t hey 

l'lll<lt liquid~t.a a hdanco with crodit - by )'('lrrowinP, a~road if tha 

b8bnce is "unfavorable • , ,..r londin~ abr.,sd if •ra·,orablo•. 
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A country mi,l!ht, by borr~ ahroed, bo permitted to have an ex­

co~s of outpayments. It can postpone tho necessity ror br1~~ its 

outpaymonts in balance with its i .npa,ymonts. 11ut borrowin~ al-road by 

most countr\oto can be r 'lsorted to only in a smal l way, and only at 

tir.Qe . !/Since undJr conditions likely to prevai~ for many dccadoa to 

coa' II'Ost countrhs cannot borrow IIIUch abroad unl<'ss they have gold 

"Kith which to make paymont when called upon, and since a country will 

also not l and much to a foroign count ry with too ll t tl'l ~old to !!Upport 

it~ exchang~ rate, it follows that countrin ~ which have no oold can 

~on~uet t hoir t nternational tran~cti~n~ i n tho main only if th~ ko~p 

t hoir 1nJ>aYI'IOnts and l'lUtpaymentl' in ~oprorlJMto balance . ( l'uch l'lOro 

1~ eaid rm tlll.• point. tn tho followin<t pllgce, Anrl t.hOUl!h tho stato-

rRnt is soun~ a~ s tetpd, it would ~e mi~laadinP to quot~ 1' without 

r ef erence to '!Xplanatj on and qual1fica t 1.ons that are rnund in la te r 

para~raphs . ) ~~ a v,cncral rul" B would t-o ir.~po~siblo for a country 

with no '(old al'scts to continua to pay for imoort, .olld meet a•lvcrao 

balances with short term foroi~tn loan• borrowed for that ourpose . 

Or a ~ovorl'l!"-nt could hold f oreign oJami~ a~~nts (" .g ,, ""curi-

ti ~e) which it could acquire tn placo of ~old or fo-oign balance,., and 

oell when it nneded foreign exchange to fill 4n unsatillfi ' d demand; 

(or buy ror •ign 8·)Curiti~s when 1.t neodvd to t&l<c caro o! an UllNi t 

fi~d supply or roroi~n e~change). In other werde, a ~overnment could 

acquin~ a !!Uoply of' foreign ~curi tioe, or 110curitios mPrket&\ole 

abroad and utiliz~ th~m in placo of gold by convarting them a • a~ 

Y This 1~, or courl'o , au! to apart f'roa t he r eal ooeeibilltT !Jlat a 

country may hava an inflow or capital lsl'tinP over d~cados , when 

~ustitied by th~ lon~ term iuvustmont situation. 
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when needed into foreign cllrn!ncy. A Government could do this in !)ref­

erence to holding gold , but no &ovemment would do it (excent oossibly 

!or investment of ~ of its foreign exchance assets) because of t he 

risks i nvolved -- risks of l oss on s ole of the securities; risks of ex­

chtn~e; ond r i sks of loss from exchPnge control . Even c United Strtes 

Gover nment bond would not be so good pn international mediwn of exchange 

to s foreign holder es is gold becruse o! the <>assible nuctustions in 

its selling trice. A United States Tretsur y bill, hal!ever, i s now es 

good ss gold beceu.se its cost orice is al..ast fcce value and t he dollar 

now is backed by so 111.1ch gold as to be a~ good as gold. 

Or an exoorter might ecceot fore i gn deoosits wr~ch he cannot cQnvert 

into his own currency, if he has no choice of other means o! payment for 

goods he already has exoorted. Certsinly he wi ll not continue to sell 

his exnorts in t he knowled~e that all he ~an expect in oeyment are foreign 

deoosi ts which he can..,ot sell, or sell only at a loss. Nor ould any 

Centrl'l Bank or Treasury continue to take over snd :r.aintl'in such foreign 

bal£nces in order to b&il out their exporters. 

171 

Thus, thoU&h credits and foreign exchan.e eamin& assets can be used 

in psrt, or for r short time, to pvoid equating 1n"8yments and outpayments, 

it can be stated that in the main inn~yments and outpayments must be kert 

equal so long as countries enr,age in internetionel tr,ns~ctions . 

There are only four oossible ways in which c oountry c~n keep its 

international accounts in balance without resort to fo~ign borrowing 

or forei gn lending. (A depnsit in e foreig~ country is in thi~ connec­

tion equivalent to a loan to a foreiV' country. The role of credits 

•111 be d1ecusaed 14ter. ) These four ways, briefiy outlined, ares 
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(1) B:v adootins strict foMign clCch~!lllO tlnd/or ilroort control~ . 

J!y r JR'Jlqt.\.nJt tho i~~uo or import permits, or t h'l orant of thu rorcil{n 

r xcharll!e lic~nsel', tho doll\llnd •or foreign o xchan~u can •o mAde equal to 

tho eupoly of forci~tn oxchancll . I n that way no ctold would n··od p~,.8 

'"""' one countr.v to another. /hon a country round itP outD&Y~~~Cnt<' 

vroat!r than Hs inoa;yw~ntro it could correct tho imhalanco '>y reducing 

imoorts , or by supply1nct lr~s fora1r.n exch&fl8\l •.o tourist.s, by l1mit1nc 

outp&YJ"ont.s for for1ign s rvl.cols , otc . /han, on tho othr:r hand, its 

inoaymonts ~oro "r~ntor than its outpayrr~nts , it could r~lav th~ 

t" l'trirtion~ on imoorte, oncourag'! for i~ t ravel , etc . , and theN by 

i ncroasa ~ho outPayll'Onta r rqu1r.:d until balanco was achiewd between 

the demand for any ~oply o • for .i gr. oxchanco . 

(2) ~ o2r~1ttinq fluctuation in oxchang~ rRtos t~ ta•~ placo 

rrooly, so a~ to bdanco th<'l domann ror any snpply of forcis:n excht~nC(c . 

Under such an arranqrment oxoortl', impor ts and o th~r int~rnational 

t raneacti ons need not he made subject to special ~~rictiona . Thue, 

if th~ demand for foreictn 07c' a~ incrca~d relRtiv~ to i tR fiUPply1 

th~ mArket prico for forci~n oxc~Ango would ri•o (i .o ., the currency 

would dopr~ciat.• on t ho O'ICchanga market vi~-a-vie ot.hor c•>rroncios) , 

and roporc•Jssions on t rado and 3a rv:! co i toms th" t would re sult from 

such a rise in foro'li{O exchange would bo such u to alter tho r <• lativo 

~tudos of tho credit and debit transaction~~ until a balance of in­

pa,ym··nts and outpaymqntl' was reached . Export!' (and s Jrvicas) 110uld bo 
• 

chao.::r to t he foMign import~r whilo imoort11 (and forP.ign servicos) 

·•oulrl "0 rrore exponsi va to th<l domr,stic i mporter . As a consoquenco 

exports or goods and s l .-vicc" would increafto and imports decline until 

tho supply and demand for OYChanc" 'Of811 equalized , 
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(:3) ~ third m thod 1 a to conduct int•lrn•tional tra<k exrlusi voly 

on A hart.<Jr hasis. Jn that way a gov., rmr.cnt can ahay11 k"'1P tt.~ e>ut,­

pa.ya>C!nt., Md inpaymonte in balance w1 thout ha•riM to r"'l'Ort J ithP.r t<> 

.ales or purchslt<os o~ ~told or to nuet.uAtion~ in oJ<ehan~ ratr8 • •11 

lt hA• to do i.!' !"09 that. the proper amount or 1moort~ "rc ronP.ht • nd 

expor ts sold tn equal t otaln of tho cr·•Jdit and dobit side of i t e N!lAnoo 

or payments . Traoo could bo eonnuctod by such me thods only under a 

eoll'olt.> t~ l{OVertll!'ont. cont rol ovor oi thc:r or both import II and cxrort~. 

Ru~~ia com' s clo~e~t tn oporati.~ on thi ~ basis, ~t oven sh~ d~s not 

~alAnr. . h : r payment s wi thout tho export of ~old , though doubtless aha 

could do Eo <·a !'ily F l'ho did ~ot wil'h to 11110 any nf hll r gold. 

( 4) A fourth m>thocl ~P to p ~nnit t rade t<> '>P·'rate •rlthout anv 

ro ~t.rictions ( oxcopt , or couroo tariff schodulcsl and d<'pend ontirely 

upen gold a!' a m<-ans of' set t ling ~ny diff,Jr oneo \ n t.he balanea of 

pavmnts. Thus, t r tho outnaym ·n~ s c·c~od~d th 1npay13lnts, foroiotn 

cxchani'•l would be 8\l"'!'>lted by an e:mort and ~ale or 'fOld to tho 

appropriate cantor!'; and vico vu rsa, if i.npaymcnt F oxcood~d nutpa~nt~, 

~old coul d ~e purchAsed ehroad with ~orolqn cur~~ncy, ~~~ht homo, 

eold for local currency, and th~ proceed• paid ovor t o tho cr, d\ t or• . 

Thase four mothode ar~ tho only ha SC's upon which it is possi blo 

to continue to conduc t i nte rnational trade and tinanco ( i.e ., w1 t bout 

borrowing or l ending). Thoro is no other way. l'ost countriol' have 

Adoptod a combination of tho four procoduros to koeo thoir 1ntar­

nat1onal accnunts in ~alanoo . Thoy i~poso a cha~o control~, require 

imoort lle.:nse~, ostabU~h and altar ill'p<lrt quotas on a large scalo, 

173 

Regraded Uclassified



.. 
- 1?-

and un1crtAl<~ hart~r ~raneaetions. In -C! inshneo11, in a1-itt1on to 

all or th - •oro.~tning m~thods, tho for J1p;n oxchan~•l t11 porm•t.tod to 

!")oat rroclY, or II'OV'J only Cro!D tier. to ~imo a to An ud to aehi•lviw 

halAnco. att. no INi ttt:r ..mat method or v.t.hods aro Ul!:!d .!!! Cf'untri''"' 

today suo:mlomnnt thoao moasur,•s by th,, u11o of ~n~ro 11old . 

No country Ul!<ll' any oM of th" four mothods to the oxcl usion of 

all t.hJ others. lllo llnit~d Stat•ll' ant! a f•Jw oth~r eruntr1e11 -

Bcl~iu111 , STdt1orland, Nc-thorlands and a fO\• othurs - Mly chiotly on 

'told II'OVor.> • .mt.ll ror th::> bal.JinciOR it~, y.• t 'JVCn th~y 'llso rt>sort 

occAelnnall;r to ot.lwr dovicos. flollf.l um 1 !"w1 ~mrland and t.lm N Jthor­

land,. have cl•Jsrln!J agr·c,mcnts which aro in .,('foct a cC!mbination of 

a ron- or bArt'Jr And Prant1~ of credits . '!boy llkowi..c aool,y eol!IO 

import quot.a!l. l'h•J P'l sal'l() countr1cF1 1111 woll as tho Unit.·'d <:tatcs, 

haY<: from tinr. to tioo alt':'rod th•; V<~lUil o.f th~tr currnncy v.ll'-•-vie 

•.h~ curr'lnci~"' or othor countri'l", or h11vo had thoir currency valu< 

altor~d by the ACtion or other countriol' and oermit~d t.ne cha~o, 

£01'1o' ti•~ l' for th·~ r~a~n that l t h3lpod rcmovo "die qulli'-r111l'1" in tho 

1-alance or payments, and t'omotilaas '>ceau~ ~ it croat !0 tho kind of 

"disoquilibrium" which for tho t.imo h<:1nl! IV&S d•>sir~d ( e .g., hroU~Jht 

about an inflow of ~~:old). 'lhorcfoN, whon it il' etat<:d that thoro 

aro four difforont proeaduros under Tthtch tnt.omational exchange of 

~coda, ~orvicee and eapi tal aM conduct<ld, it ...ut<t hll Ol:IJ'hssizod thJlt 

it is neithor noco11eary nor dasirablo that a country pursue any one 

of thom to thC' flxclueion of thu o~are . Tho problem of achieving 

oou:llibrilllll botwoon one country ' s cconol!lY and another is eo oo~~~plex 

and eo dtrfieult that there er.J tir.e ..m.m any lll')thod must be 
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8~,ntcd or supol:mont ,d in varyinn d~nrJee by other mcthoda. Aut 

whatever combination 1~ employed ~told l'h1.omcnt.e dwaya plAy ~omo cart 

\n the eucc-Jssf'lll >~orl<in'f of tha whole. 

o, cau9' t.horc has hoon euch wid~sprcad practico of cxch~ con­

•.rol~, import quota~, clo,.rin'l ajn'C~Nntl' an<l hart.:r arr8flltC'montP, a 

lari!O numh<J r of parsona bul1ovo that it 1a no lo~~~ter necessary to u~o 

gold in intarnational transaction~ . They beliovo that ee t ime ~ooe on 

!!'Oro and li'Ore countrl"~ will adopt those pro_ccdurce {together 'llith 

much ~roat'Jr maint' nBncu and !!hi ftin.lt of fnre~n balanc~s) unt.il "Old 

t~ ueod 110 littl-~ al' to b.l virtually ol.tlftinatr d rrom the iotonv~tioDAl 

· crrM a~ a medium or c>echa~~~to . They taar that 1n t he end tho only 

country producin~ or gold holding countri~ e will ~end their gold, 

whi ch pr:• m•mably •.ho · will not want , to tho Urrl.tod Stat"" in oxcheruro 

tor our gooAs, our eorvioos and our soc••ritioe which th•>:r rill wa.nt. 

'o will then ha'"' t,h a yollow mc:tal and t h.oy will have our !loode, otc ., 

otc . 

This ml1t> f overloolc1< eevoral •lital coneidorations. ":hAt thol'o 

~'M\dorations aro 111 tho :ruhjnct mattt>r or tho next ~'cti on. 
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T~E FQTURE OF' GOLD 

H. D. White 

Section III. 

As pointed out earlier, tbe question ia not whether trade can be 

conduct ed "it bout !;Old but whether it csn be conducted es e!tecti vely 

or as conveniently without gold as with it. blectricity, for elUlmple, 

is not useless beceuse it is nossible to obtain light, newer and heat 

from other sources. The value of electr ici t;- as a mePns of creating 

light, power end heat depends upon its abUity to produce those ser­

vices for the particular nurnose in h~d more effect ively or more cheaPly 

then they can be produced in any other WAy. So it is with gold . Though 

it is possible to conduct trade and finance without the use or gold, the 

imoortant thing is thPt it is nossible to do ao only at grea t inconven-

ience and only with substftntisl loss of trade and of financial transac-

tiona . 

Imoort quotas, exctu nge controls , and noat ing exchange are crude 

instruments which countries resort to in order to adjust their brlancea 

only when the more efficient snd smooth-working instruments, namely, 

gold and foreign credit , are unaveUable to them in suffici ent quanti­

ties . It is quite true thllt under soecil'l ciZ"CUUIStances, and !raa tiM 

to t ime, good resul ta may be obtained fraa ony one of s everal trade 

practices. There are times, for example, when some barter t r tnaactiona 

aey be undertaken with mutuel benefit to the bartering countriea1 wben 

ianort quot.s, clearin& agreements , eXPOrt subsidies and excbanae controls 
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will either increase a country's t rade or holp imorove domestic business . 

There are even times when alteration of currency vdues i n terms of other 

currencies may be warranted, and always thriff schedules may be adjusted 

to reduce or increase speciJlc impOrts or imoort totals to the country' a 

advantage . 

Hl these methods hsve been End pre being used both singly and in 

:o~bination , and ~11 may serve to increase trade, or to reduce the size 

of the balances that must be settled either in gold or cre61+., but they 

do not operate to eliminate those balances. They could be UBed so as to 

eliminate b2lances but only at a large sacrifice in the gains from trade, 

or in the volume of trade, or in t he stability of domestic business. ~n 

t he various me•hods of conducting trade (other than with the aid of ~old 

shipments ) are employed to increase the level of trade or to attain cer­

tain objectives at home with resoect to specific commodities , the results 

may be easily obtai ned end mBY well be beneficial. 0\'ben, however, those 

11e~hods are resorted to for the Ollt'!)OSe of keening inoayutents and out.-

oayments e~ual, or when these methods are forced upon a country because 

of lack of &ol d or credit with which to bdance its accounts, then the 

results are definitely harmful. 

The gross total of world internetional trensactions is somewhere 

in the neighborhood of 1.>50 billion a ;pear. Thl't is, 1f one were to 6dd 
• • 

all the inpJnts and outoa;ymentll negoti&ted by each country we would 

~vo a sum of something like that megnitdlle. I fl 'contrast the gross 

movements of gold (i.e . , the total e~orts of all countries -- not net 

exnorts) amount to roughly C>5 billion a )'ear , In other words, 80 percent 

ot the world's internBtional business is conducted by offsetting or net 

• 
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credit transactions and only 20 percent by what might be called comoen­

a&tory payments (i . e., gold shipments) snd e goodly portion of the gross 

C>Ovements of gold 1e accounted for by newly mined gold entering the usual 

channels of trade, e.g., South African gold exoorta. With the develop­

cent of intematioN>l banl<ing facilities and improved comunication the 

orooortion of gross gold s hioments to total business transactions has 

been declining, and there is reason to believe that the downward trend 

will continue ~fter the wer, but it would be very difficult to roi se the 

orot'Ortion of o:'fsettin& (and credit) transactions to 100 nercent . To 

bring the l~st 10 or 15 oercent in world trade in btlance for e~ch country 

would introduce obst~>cles snd strains which would nrove quite expensive 

to intemetional trade . It would be found to be far cheaper to settle 

the bclances with gold s hipments rather than eliminate t hem through 1m-

oort exchan,;e controls, etc . (Though for convenience .,e speak of trade 

as though it were the only sio9lificant item in the international account, 

actually we me~n trade in services as well as goods , i.e., t.o·•rist ex­

penditures, shinning, etc ., and we also have in mind canital investments 

not undertaken for the nurpose of belancin& oayments.) 

Those who are worried about the future of gold forget that gold is 

• 
the best medium of internationel exc~n. e yet devised. No other prac-

tical 10ethod is in sight which can oerform nearly so well the essential 

function gold performs in the intemetional field. l':ith adequatf gold 

holdinEs , a country cen nermit its outpe.YIIIents to be greater than its 

innayments for 8 long period of time rithout being forced to ettempt to 

raise foreign funds by borrowing abrotd or by liquidtting the foreign 

asaeta of i~ !letionals, and without being forced to eurtall illports, 
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to derreciete 1 ts currency, to subsidize eJmOrta, or resort to <'olll)].iceted 

rnul t inle currency devices in order to helr bnlance i t s interT\Iotional ac­

counts . Gold holdin11s const i tute one of the effective cushions for in-

sulat i n& the domestic econ~ from the ~dverse reoe,rcussions of econoaic 

chr-~es abroad, thoul!h this insulation is, of course, only N!rtb l. 

Go\ d is for ~ny countries an expensive tool and desrite the fact 

thtt it has gre• t usefulness as e st~bilizing element and thct i t j~elds 

larce dividends becaus e of its convenience es ~n internaticnol medi~o£ 

elcchm~s:e, a roor country can ill afford to have much of i t . Jet the rais­

fortune is not tN!t the instnllllellt is frequ.ently costly but r ptber that 

MnY countries under l"res ent circumst.snces are too ooor to tl'ke i'dvanta~;e 

of so efficient an instrument . ~: .. ny e fermer, f or exem.,le, mcy be forced 

to use t horse and wagon becruse he hes neither t he cn!dit nor t he cesb 

{: ~ith which to buy an auto t ruck, or because cot~ity has so low a stan­

dar d of living as to make human lebor less ellllensive tb8n 118chines freely 

used in other countries. Tb8t fl!ct does not 11111ke the auto truck • use-

less vehicle; it simoly meo.ns t ht-t many f l' rmers cannot •cquire so e:men-

sive a me;ns of transportation, efficient t hough i t may be. 

Gold is like thet. For some countries to r.cquir e Pny subst~ntial 

amount~ of gold (or forei gn excb8~e as good as gold) is too costly. 

Thus countries having to curtail illmorts (either through i.mrort or e x­

change control ) bec~use adequate ecounts of lore1gn excb8n.::e a t ?IJ'eT•U­

inl> r ttes are not cvailable, r:II'Y need the 1n:rorts of merchandise so bedly 

that eny increase in the fore1.;n el'chBn(;e availabilities should be used 

to buy more 1moorts rather than to acquire gold. ~or soe>e countries et 

war it is imnortant. to utilize every possible foreign exchl'n e r esource 
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beyond a ldn~ de-d rttally necesaar:r for the purpoee of ~ for 

1110re imoorta needed to concNct the war. Such countries may keep their 

~old holdirurs low for a long t~, only becauee the 110st effective con­

duct of the war is the detemn'"« factor and ill o!,viouslyiiOre illpo!'o 

tant at 511cb t~s than 1e tbe ad-.tt&«" of heYine larger gold bold~s. 

Just as a country at war eacrif'ice s butter for cannons, so if' necesl!ary 

1t sacrifices much needed ~ld for aaterida to make the cannons. 

A aecond fact that persons who fear for IJOld ' s future overlook 1e 

tha t not only doee gold coneti tute by far the beat 11edium of interna­

t ional excba.nge but it di!IO coneti tutes the heat 11111diU111 in which pur­

chaeir:ll{ power may be stored or aa'Wed. 'lbe purcheeinl! power or an ounce 

of gol d bel' , on tbe -tlole, 110re stability over a lo~ period t han bee 

the unit or currency of any country. In terms or real purchasiM power 

over goods , an ounce of gold today purcheeea 110re nearly wat an ounce 

of ~old ditl SO years &lfO then is true or dollars or sterling or france 

or yen or an;r other currency · Wlit . And with eo INCh of the world at 

war or prepa~ for one, an ounce of gold ia very likel;r to increaee 

i n purcha~ power over goode and services_; while 1110st other currency 

unite are U kel:r to decreaee in purchasino: power. 

"ore important , howe'l'ltr, is the f act that every country in the world 

will eell goods for gold and no coant17 will retuee gold in se•.tlement 

or debt or in pcpent f or eel'"Vicee rendered . B'I'IIJT countr:r in the world 

wiehee it bad 110re 110ld and &'1'111'7 c:oantr:r attnpta to acCUIIUl.ate eo• 

IJOld ae soon AS it feels it can artc:-rd to do so. This does not apol;r to 

any other co..x!ity, nor ~other carnmcy (except thof'll f reely axcharure­

able for gold at par.) 
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I say that every country in the world will sell its Goods and services for 

rot~ and I"'Uld be flad to 'be paid in gold for all sums due it. Ho'lltlver, that 

does not mean t.lmt all countries will hold the gold after they have acquired it. 

Sone or many MY export gold soon after receivinf! it, in order to liquidate 

cllll:lS a(!airu;t it, or to buy imports; others may accumulate for decades all 

the;! readily can. \,hether a country will hold much or little gold, or hold 

ne~l~ acquired sums for a lon~ or short period, depends upon a variety or 

conditions , including the trend 1n its international accounts, the state of 

business, the prospects of foreign trade 1 the movements of prices, the eagerness 

to eliminate or relax exchange control s and import quotas , t he prospects of con-

~inued peace, the availability of capital, and the state of confidence in the 

cu rrency . All these conditions enter into the calculations of a government when 

(j it is making the decision whether or not to encourage ~old inflows and build up 

(~old reserves . The situation with each country will differ, and the situation 

•hh any one country will nry from period to period . But always the desire 

rlll be to accumulate gold if the country can possibly afford it. 

r.ionetary authorities here (as elsewhere) a re tully cognizant of the need to 

l eave inviolate the unquestioned acceptability of gold as a means of intel'­

national payment there is no danger that they rill do anything to diminish in 

tho slightest v~th its unques tioned general acceptability. Hence arises t he 

adetunt op;>osi tion to l'i ve even serious consideration to proposals coaing 

froo those who know little of the subject that we stop purchasing gold , or that 

\'re stop buying the gold of ony particular country, for this or for that or 

for any particular reason. (Vie shall have more to say about t hat point later 

when considerinf the various proposals submitted to the Treasury for considera­

tion. ) 
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Another important consideration overlooked by those who fear that 

gold will cease to be acceptable RS money is that numerous countries 

have a large and continuin~ stake in maintaini~ the value of gold , and 

will do nothing to jeopardize t he use of ~told a" a medium of intema­

tional payments. The " r i tish ""'Pire, for example, produces half the 

world's gold supply. I t is a source of vital revenue to one of the 

Dominions and of considerable revenue to several other parts of the 

Empire and the shares of the Pritish gold minin~ companies constitute 

an important block in the London Stock Exchange. There fore , !'he woul d 

never refuse to accept gold in settlement of debts or in payment for 

her goods and ~rvices . And there are other countries that produce 

~old . Wexico, Peru, Colombia, Vene~uela, Japan and Rue~ia l ikewise prn­

duce ~(old in l arge eno~h quantities to prevent those countries from 

doino, anything to interfere with the efficacy of nold as means of 

international payment. 

In addition to t he ~old-producir~ countries, there are the gold 

holdinl! countries. Just which countries will have gold in large quan­

tities after the war cannot be forecast but it is certain that there 

will "s many billions held outside of the United States and that it will . 

be held by at least a score of count ries. Countries holding gol d will 

be as little desirous of jeopardi:>.in~ its value as countries producing 

~old . Sweden with its stock of '\JOO million o~ gold, or Argentina with 

i ts 0400 million, will he no les~ reluctant to have gold l ose any of its 
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purchadng power thlln would the Netherlands with her .,700 million, or 

South Africa y,itb its ~100 lllillion of holdings and ~/2 billion of an-

nusl output . 

184 

J.oreover, it is not in the interests of t>rr:t country to atte1110t to 

destroy the monetary value of gold. Countries at war which heve little 

or no gold themselves but which hsve enemies that do have lsrge holdings 

might wish gold had no monetery value so that t he enemy 'WOuld not have 

the illl?Ortant advsntoge that resul t.a fran having large gold stocks, but 

they are nowerless to do Pnytldng about it, In fact, they are so aw:re 

of the absurdity of even l!ll!king the l'ttemnt that they make every effort 

to secure oore gold, or hold on to what they have. The statements 

emanating from GeMnPny, for examnle, to the effect thet unless the United 

States alters i ts trade oolicy we will r~ve Pll the gold which will then 

be of no use to us nor to Anyone else are crude ette.mpts to obtain e 

dual gain. They hope, by eJroloiting oublic confusion and oartisnn pol­

itical forays on the subject of gold, firstly, to induce us to adopt a 

coa:mercicl policy which will Nke it eesier for llermany to sell us more 

goods , and secondly, to discourage us from sellin5 freely to England and 

trance in exch~n.se for their gold. ActUElly, Germany perhaos more than 

any other country, snoreciates how difficult it is to operate without 

gold and how much better off she would have been during the put five . 
yeprs had she not had to resort so completely to strict exchsn~e and 

import controls , clearing agreements end bert.er transactions, in order 

to keep its inpayments end outpeyments so closely in belence. 

Oermen authorities themselves give so little credence to their _, 

stateMnt.a of daonethat.ion 4 .;old, tMt des.-ite their desperate need 
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for imports, they prefer to sell exnorts and til!ht.en the belts of their 

peoole still further, rether thhn pert with t he 41100 or l>20Q aillion ot 

;:old they have. 

So little is the future purchasing power of gold in do11bt IUIOIIg 

governments that we actually find them insisting on part nayment in 

gold rather than goods or blocked currencies in exchange ! or oolitical 

all egiance . And why shollldn't it be so? Cold can be saved for an emer­

gency, and can be spent anywhere at any ti~~~e for goods 2nd services. 

•'urt.herJOOre, t he value of gold (i.e ., o11rchesing power over goods) is 

more apt to increase in the next decade than diminish, 

Re~tion of oeace can only enhance the monetary orestige of gold 

because peace will be accomoanied by the desire to relax imoort quotes 

and exchan.;e controls, to reduce berter trPnsactions and cleer ing agree­

ments, and also to maintain stable exchanges . To make such relaxation 

pos~ible i!Old will be more necessery than ever as a .redium of settling 

i nternational bclances . 

The less gold a co110try h£s t he more imoortant is it for it to 

obtein more , But ~tnfortllfittely when s co110try has little or no gold, 

it is difficlllt for i t to accumulf'te more, because the fact of its hav­

ing little or no gold is usuelly t reflection of & desperate exchange 

situation. It is ususll;y proof thst the co110try has been in sue 

straitened circumstances that it has been forced to ,p.ve un badl;y 

needed gold !or even more acutely needed goods. i.hen a countrJ 01rts 

with gold when it has little of it, the alternative must indeed be b@d. 

Thus , Japan , is holding on desoerAtely to her remeining gold r esenee 

and has drastically curtsUed needed imlorte and d one enrything ebe 
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possibly could to incr~~se her exoorts in an effor t to conserve the 

gold she has l ett. A similar situation orevs Ued with It~ly and OeMD!Iny, 

and now we find that En!;land and France are likewise embarking on ~ course 

in which they will sacr1ficei.mports in order to conserve their gold. U 

t he wtr continues for mcny years they too will probably be forced, how­

ever reluctantly, to port wi t h e large share of their gol d in exchange 

for imports vital to their existence. kussie, too, despite her well 

known need for addition&l equioment and eonaUJilers• goods, bas preferred 

to go without these r 11ther than use up her gold holdings . 

As an indication of the prevalent attitude of governments and cen-

trcl banks toward gold, we find numerous countries increning gold at 

the first opportunity . A number of smaller countries are already tak-

ing advantage of an improved balance of oeyments to increase their gold 

holdings . Brazil, Argentina, etc., have been ourc:hasing gold and Pre 

aeellllll1lating foreign exchange rather than increese their iJimorts of 

goods . Were eny government asked whe ther it would orefer 2 loan of 

goods or gold it would unhesita.tingly elect to take sold because with 

gold it could buy where and when it pleased, as well as orotect its ex­

clvnl!e rt>tes and domestic economy 11gainst the effects of a changing bal-

ance of raymenta, 

• 
The vslue of gold ae a means of international oeyaents rests on 

much firmer ground than its value ES part of any country' s monet£ry 

system. Its use as required reserYes ag&inat note issues or denosi ta 

nest s largely on nsychologicel grounds, unon ~istoric orecedent, unon 

traditional feith in gold, and upon orejudiee buttressed ~ a fO&IJ 
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understanding of the orincioles underlyi~g the role of metQl lic reaorv~s 

in modem monet c ry systems . In its rol e eat medium o f int.crn!'tional 

Cl!:;ments , l!ol\'ever, the o restige of gold r es ts on something far more oub-

s tcntisl thtn f21th, or confidence, or historical nrccedent, or or ejudice. 

lt rests on rerformonce and on l ogic . Its s uperior ity over ~ny other 

JT.eans of settlinG b1lences is easily demonstrcble and is fully kr•own by 

those in all 1$0ve rnrnents who have Eny responsibility f or the nropl'r func­

tioning of their monetary system. It r ests on the corunon experience of 

ru:tions which reveal time bod a,.ain in llll'ny quart e rs of the glob-> that 

a ~o~~try ~1th ~old can eng6ge JT~re f reely and more effec~ively in in-

terr.ational t rade nnd finance than csn a co~:ntry with little or none . 

Streamline l nte rn2 tionr•l tnnstctions as you will , i ntroduce for-

( ' eign b•lances i n pl ace or gold holdin &s , e6rmark t:,old abroad instead of 

keepin~ it at home, extend t r ading arrangeMents on Q bilater al hoais, 

develoo ba!'lking racUHie~ which will penoit 11 rge O\'erdrefts, build uo 

oortfolios of foreign securi~ies when necessrry -- do all of these, yet 

gold remains t he es•entirl i ngredient which mak~s t hem work~ble . Sweden, 

Switzerland and Ar tJentine mr.y keep otrt of t hcl. r reserves of intemo­

tionol payments in the form of dol lrr bolenccs or even in the to"' of 

United States C.overnment sec uri ties , but they feel sefe to do so only 

bccouse they know thay can convert those dollars into gold if and when 

necessary. 

The more gold a country has in relation to its total economy, the 

more confi dence v~ll othe r count r ies have in i t s cur rency and t he more 

e asily will they use balances in its currency i nstead of actual gold as 

per t of thei r reserves . uny modificntions have been introduced during 

• 
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~he nest decades, both by force of circums~ances &nd by cl~ice, to re­

duce the amount of gol d shi~ments necessary to tren~act internrtionel 

business, (e. g ., gold held on eprmark, adoption of &old exchPn6e stand­

Ar·ds, foreign balpnces i n strong currencies , etc . ) but it is only be­

cause some countries have large sold holdin_s that ~ubstitutes for gold 

cnn be readily emoloyed for a large part of internetional trens~ctio~ . 
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There mey nossibly core a time w!en &old will no longer retain its 

superiority over other devices, but tN~ can be only ~en nationel mon­

etery systecs 2nd national monetary oolicics cee!e to exist and are re­

olAced by an inter-governmental authority which y,"fll decide the rr.onetcry, 

credit end trade policy thrt cPch nction is to oursue . A sort of mone­

tpry Leugue of Nations which \\OUld control world economic policy. 1£ 

and when t hat time arrives gold oossibly will be no more needed to settle 

internationcl t..al ances than gold is now needed to settle balances emong 

Sts~es within thP country . But until ~hat millennium arrives gold will 

cor.tinue to be sought by vPrious t.Overrunents £S 8 combinat.ion wr r chest 

and nrotective cushion against the shocks of 1n~erna~ional chan~e, as 

well a3 en efficient and smooth instrument for bclancing intern~tional 

PI yments, end a rPserve stock of international nurchesi ng power. 

There are some vmo believe that A universally accepted currency not 

redeemable in gold (or i n some other specified universall y accepted 

commodity) is comnttible with the facts of notional sovereignties but 

8 little thougttreveals the imorscticability of any such not.ion. Any 

foreign count ry is will in& to s ccep~ dollars in c8yment of goods or ser­

vices today because it is certain thvt it could convert those dollars 

in terms of gold ~t a fixed price . It m16ht with equal 6l&crity accept 
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sterling, or some other currency, so long as the currency waa excha'lge­

able at e fixed r ate with dollars, ~nd so long u , further, the dollere 

were exchangeable for told ot a fixed r~te (or an a1lorox1mately fixed 

rete ). It might go even further. It might, if t here were no choice, 

be willing to acceot a currency thet is not stable in terms of gold ond 

accer-t a risk of exchan&e loss, but its willingness to accept that cur­

rency would be directly pro~rtionate to the degree of exchange risk; 

189 

the gres ter the risk, the vre£ter the reluctance. If no country could 

employ gold to equalize the supply and demand for its currency, the for­

eign exchange risks would be so incre•sed as to i .nterfere seriously with 

intemPtiond trade and finance . 

Of course, if ell countries agreed to keep their currency fixed in 

terms of all other currencies, or even if several leading countries 

agreed to keep their currencies fixed in terms of each other, and adhered 

to the agreement , no gold trenofers would be necessary. I f , for eXbmple, 

Oreat·Britain, the United States, France, Ital y end the ~candinavian 

countries and Japen agreed tp keep their currency at fixed ratios with 

each other (with minor fluctuetions permitted for technicol reasons) end 

1l further these countries agreed to pei"JJdt funds to m~ freely emong 

themselves then countries throughout the world could use sterling, or 

dollars, or franca , or yen, just as they now use zold. Esch country 

could build un sterling, or dollPr, or franc, or yen hflances in t,he 

other countries secure in the knowled;,e that any other countries would 

always eccept those currencies at the fixed rate. Centre.l banlal of any 

country could then acCUIIlllate balances abro&d just as they now accU&Il&te 

gold, in the knowledge that they could snend those bd•nces wben end where 

and how they liked. 
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The time may come when some such arran~ement is possible, and when 

it does come gold will be used less and less as an international medium 

of exchange. INt. t here are several thin&s to be uid on this oossibilit y 

which are vitally impor tant to an understanding of the orospeots: 

(1 ) There is nothing in past history and certainly nothing i n cu~ 

rent e vents which gives assurance that a group of major countries will 

cgree to resign their sovereignty on so fundamental a matter as the value 

of their currency in terms of other currencies . Countries have found it 

in their interests time and rgain to elter the value of their currency 

in terms of other currencies . There is no reason to expect economic re­

lationships among countries to change so cuch in the next several decades 

as to render the fUture sufficiently different from the oast in this re­

spect to warrant surrender of t hat power by l eadinl governments . I f t he 

arrangement for holding one anothers currencies permits e country to 

alter its currency vis-a-vis the others, stioulation for making good t he 

exchl!nce loss to countries having balances in the country which has IN!de 

a change will have to be orovided. For eny group of countries to trust 

each other to make good large exchfn se losses arising out of a change in 

currency rel ationshios would indeed be s depe r ture f rom previous exoer­

ience. 

Xet even if such a degree of i nternationel egreereent could be achieved 

it would still he true t h&t settling belances by arcertin& currency gw>~ 

anteed a&ainst exchan.;e lose would not be better then the use of gold tor 

the nur rose . It would not be as good, because ~old as an international 

medium of exchange combines ell the advantages tllft. such an "greement would 

have plus the advantage of applying to ell countries without need for 
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international agreement . Many decades at l east r.ill have to pass before 

many countries will elect to keep their r eaervee in the form of some for­

d!,ll naper currency never redeemable in gold l'llther th.en in t he form of 

gold or currency redeemable in gold. 

Suppose the Un1 ted States had had such en arrsnren:ent with l:.ngland, 

rrance , etc . , dur1nt the oest five yecrs in ol~ce of zold trPnsfers . We 

now might have the equivr l ent of several billion doll ars in sterling r.nd/or 

francs, etc . (It is imoossible to know exactly how much for eign currency 

w. would hcve because 11 -;old had not been used as a medilllll of exchange, 

crcit.U llows , trade brlances, etc . , would have been diffeMnt. ) 'Je would 

probably now have a stake in France and l:.nJland to t he tune of several 

billion doll<> rs of blocked balances: Surely none would contend thrt under 

such circumstrnccs we would cont inue to export goods or securities and 

tt ke in excr.ange more foreign currency deroai t s in the hope that we could 

get them out some dpy wi t.hout loss . 

knd what would be the situation right. now with England and FrQnce 

mcking large nurchases of c;oods vi tal to the conduct of the war? Wo•Jld 

we re fuse to sell to E-ngland and France unless t hey naid in 300ds? llow 

could they pay us in goods unless we drastically lowered our tt~ri!'f or 

aoareciBted our excluonge? If we coull' do under those circllll".stances, why 

not now? Fere we to attemot either method of bclsncing our accounts ser­

ious l"'liti cal onoosition would srise here , j ust as it would arise now 

under e gold regime if v1e tried to dr~sticelly !'educe our favorable bel­

ance of oayments by cutting exnorts end increasing imoorts . And would 

E.ngland assume tluo excllen.;e loss on such a hu~oe eum as we would ht-Ve had 

on balance then? llould she give us the difference in raper s t erling? 

Regraded Uclassified



- 15 -

llould we want it? ' 'lho would ftUarant.ee us again at a rise in the Rri t ish 

price level? Or woul d BnRland and France heve to raise all the dollars 

they need by sellin~ to u~ the ir f oreign i nvestments? Erutland Canada , , 
and "'ranee have already sold ue over ~ lldl li.,n of ~!Old since the war. 

'fhat ""uld the errect or auch large sales by on our se curity marl<ets? 

Tould ~land and ~>ranee' e creditor po~i tion he what 1 t i s had there 

been no gold? fhese que~tions, though dealing with hypothetical situ-

ations, cannot h• i~nored . They indicate some of the reasons wh7 

international a~reement ia not a substitute for gold , 

(2) A second •act not to be overlooked ia that though gold ia ex­

pens! ve to ohtaln out or the ground , the cost hes already been incurred 

for the gold already in monet ary stocks . A country havinR gol d ha~ al­

ready paid for it . It has nothing to gain and almost the whole monetary 

value to lose should ~old no lon~er become acceptable to other countriee 

as a medium of' int,ernational e xchabge . 'Vere gold to ceal'& to he used as 

a nedium of international exch~e, the only ulvage value it would have 

'II'Ould he i -,;s industrial U1!9 . !'eparate golti a,. me t al rrom qold as money 

and you wlll f i nd th4t it~ industrial value 1~ small i ndeed . 

{)) Furthermore , it mu~t •e empha sized that there iF nothing i n 

the use of gold to settle international balances which compels any 

country to buy gold unle•s it wishes to do eo . A country, if i t so 

desire~ , can so arrAnge its affairs as to accumulate no gold . A country 

faced with a f avorahle balance of p~nts which it does not want can 

always raise the value of i t s currency vi~-a~vis others , or reduce tariff 

schedules , enough to wipe out a f avorable balance of payments, provided 

1.t 1!1 ready to pay the price of such ac t ion, 'fe, t oo, have tha t choi ce 
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right now. ole can very 9ily stop gold !rom cominr to the United Stet es, 

but, os we shsll see later, only at a social and economic cost that u kos 

such action at thia tilne most unwise. Our dilelllll8 would be the sme if 

no gold were in uae and we were to accept foreisn currencies in settlement 

of our f&vorable balance of peyments. Indeed, our sit ut>tion would be 

worse, for whereas now we receive a medium o! exchsnge -- gold -- that 

is ecceptable anywhere and in any amounts, we would , under t he assumption 

thPt gold was not used, be accumulating foreisn paper currencies, the 

v~lue of which in the future would be much more uncerttin. 

If for or.e reason or enother a country wished to accwx:ul~te dol­

lPra, sterling (or any other c•Jrr ency unit) credits, or balances, in 

place of gold, as would be t he case under the osstmrotion that one cur-

rcncy could either by agreement or custom reola~e sold as an interne-

tionel blll ance of payments, then it would be just es costly to acCUJ:III­

ll t.e those be lances or credits as it would b4l for it to accumulate gold , 

There 110uld be no SfVing to countries in a ccumult ting foreisn currency 

or deposits in olace of gold. 

~ome savings i .n tho monetary use of gold ere i ndeed nossible and 

will doub tless be made as time goes on . Thus the ohysical movement of 

gold from country to co~try can be pllatly reduced by ertending tt .. 

practice of earmwrkinC gold. Clellf~tion o he lel'(al, national and 

international st~tua of ea rmerked gold and ~e return of international 

peace will help promote the oractice of keeping gold under earmark in 

• imcortant finpncial centres end merely chanGing the tag of ownership 

r ather thtn undert11king the cost of actud shi.-nt. Abo increesed 

uae can be mde of stabllhation funds so as to crovide out or lar&e 
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r~rei~n balances, or out or large government overdrafts, rorei~ ex­

r ' taOI!e for ~basonal movement~ and even for ehort cycl es. "'hen, too, 

1 •, l"lly in time hocome feasihle for most countrie~ to continue to re­

lea~~ ~ol~ fro~ it~ dome~tic functions -- function~ which poo~f~ly can 

"-! perromed by other inetru!"8ntalitiel' at least a:o well -- !'<l that the 

~old can ho devo~ed exclusively ror the ~ettle-ent or internati~nal bal­

ance•. That would make a redistril'•Jtion or the world 's gold easier and 

enhance the effectiveness of ROld shipments 8!' an aid to autonomous 

lllOnetary policy. Put the effect of the•e SBvin~ta will be to enhance, 

not reduce, the •Jtilit• or ~!Old in its role at the final quicl-pro-quo 

for ~>alances due from al-road . 

(4) Fourthly, t;he fact that numerous count.rios produce gold alone 

const.Jtutes a po·Herful barrier to the impairment of l'(old . Countries 

( tha' hold ~old wouln, or course, l ose . '"ere th~ world to ceal'e to 

Accoot P.Old 85 ~ney the ~old holding countrie• All well a• ~old-producinR 

rnunt.rie!' would ll)l'O ourchll•illl! oo'fer over forei~ l'(l)odS and ser vices. 

ere any of thel" then to desire a re•erve or forei<rn llllrchasilll! oowor 

they woulrl have to accumulate foreign balances or foreign currencie~ --

a procel'~ whi.ch >Voulrl he ;1·>~•. a• eXPensive a• ~o accnmula te "old . The 

c->untriel' outside of the Unt ted '>tAt'!• will prortuce over a hillion 

dollars of ~old a year . They would strongly opDOl'e any ftl'>asure or 

policy the errect of which woulrt ~~ to cut orr that source of national 

tncorr.e. 

Nor i~ 1 t certal n tha t non-producinF. non-holding countries would 

henefit . ~e only ~avin• that mi~ht 
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result from the sub~titution for gold of a foreign ~per currenc7 fixed 

in terms of other e urrencies through internat.io!U'l P{lreement would be 

that the l10rld M 8 !hole would not htve to ,;ive goods and serYices to 

gold producing and exportin;; countries, in excbanae for the newlY mined 

gold . :tbether this would be e gain in the short run or evom in the long 

run for the world &s 8 whole is not e question thlt can be answered 

easilJ. Superfici81l7 it appears siJirolet lebor and effort go into the 

mining of a metal which serves onl7 as a medium of exchanie; if some 

form of peoer currenc7, requiring verJ much leas lebor and llll'terial, 

could be substituted for gold, the world would save the lr.bor required 

to oroduce the gold. So the reasoning gof'e. But the correct arunrer is 

lrJ no oopns as silllnlo aa thst. The f>ritis h Eml'ire, for eltlmole, pro­

duces about tSOO million of gold ~ 7ear, and exchances most of it for 

goods and services of other countries. "ilhethf'r the world would be better 

off if the British Em~irP oroduced no gold and thus reduced its ourchsaes 

from abroad by some one-hslf to one billion dollars a 7ear, snd if othar 

go~d-producin.g areas likewise reduced their imports depends, in the short 

. run ct least, on the state of fiOrld tradP. 8nd ~orld·business. Thia quea-

tion will be discussed in & lpter section. 

In aey case, tho question of the trt>et.IDent of newl7 llined gold ia 

a ver7 different one frota the consider £tion ot the use of iOld alre8d7 

in stock. Even though it IDBJ be concluded thtt it would l:e wise to 

re~trict the use of newly-m1ne<! gold a a 110ne)' 1 a prooos~l "e a bill alG­

a mine in e later section, it bJ no 11etna followa thl't it wo•lld be wise 

or ~Bible to da.onethe gold now in -etaTJ atoclal liD" substitute 

ao.e other dnico to be uaed ea an intenwt-101111 Mdi- of ezebtnp. 
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(6) It may be objected that that is not the whole story. It may 

he contended while it is true that gold stocks are no added expense to 

196 

a country already havin~ them, they do, neverthele~8 constitute 8 claim 

on the labor and commodities of other countrie~, to he exercised when­

ever the holder lilce:o. This oh~ection make~ no sense. 'lhoW~h , in ract, 

any roreign count ry would be glad to sell us (Oods in return for ~old, 

and thoujlh there i:o nothin~ to prevent them rrom likewil'e usin~ that 

told to buy other goods, no country is forced to accept gold in exchange 

ro r its corranoditi~~ and services, It does so only because it regards 

such 8 '1 exch~e as a "Bin . There is, for example, nothing to force us 

to accept gold ror our goods; we could decide to stop accepting foreign 

•old and out the deci sion into effect at once by Treasury r~g~lations. 

The r eason tha t we do not do so is not that we cannot , but rather that 

the consequences of such action would be an economic loss to the United 

Sta tes of such magnitude a8 to make such a step unworthy of serious 

consideration b .. any responsible authority. 

"'lere the world different, were it possible ror some super-government 

to establish monetary polici~s and principles, and other countries to 

abide hy the policies so set, doubtless some other i nstrument could l'O 

us~ as a medium of exchange, though any medium would he almost as ex­

pens1 ve as gold -- so rar as gold already lllined is concerned . Or w~re 

all ilDJ)Ortant countries to adopt a completely totalitarian fonD or 

I!OVeMlll'ent and barter their exports for imports so that there would '"e 

no balance due ~ither of the trading countries, ~old could a~ain be 

dispensed with . llut to attempt to develop euoh forms of f!OVernment in 

order to avoid using gold as an international medium of payment 1e 

patently abeurd. 
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Ther e a re some wt.o see i n t he recont n1onetary arrangement between 

~ngltnd rnd France a oottern which t hey bcliPve ceoabl e of extension t o 

other countries aftt>r the wer, and lll>ich "ill l'l8kn r,old unnecesMry as 

a I:X'tns of internetioMl oayaents . ExamiMtion of the arrangement, how­

ever, reveals the inevitabl e limitations of the ol~n which tu~ke the ~bove 

expectations hopeless . The novel and pertinent par t of the ~ rrangcment 

is thot each country hos agreed, among ot her thinis , to settle for the 

time being balances. due between them in eoch other' s l oe<Jl currency at 

a prc-sgr eed upon rete of exchon.e . Thus should france develoo & net 

balance of payments due l:.ngland she will D6Y in francs , and later should 

Engl.and have E net Ill lance due ~ranee she would pey in sterl ing (bot h, 

obviously, c~nnot hPve net bal ances due eoch other at t he same time .) 

Under thEt a r rAA.,e roont no (!ol d need osss between E.ngl.an 1 and t'r cnco so 

long as the country with a favor abl e bBlance of oayments vis- r - vis the 

other 1s willing to l et. the be lances accumulrt.e in the other's currency, 

or so l ong as it can tcke steps to soend those haltmces, other thon by 

purcho s e of gold • 

Evon should the &rrent~err.ent between t hos e count r ies (which will 

doubtless be extended to include ~st. of both bmrires ) provo s uccess­

ful durin,; .,.ar t ime, it by no me~ns foll0>1S thet it c~n wor k success­

full )' s fter the war. England ~nd Fnnce £ re fighting a CODII..On rnel:l)' . 

They hove pooled their mlli tary s trength, and are now eng<>ged in the 

di fficult and compleY tcsk of atteiiiDting to cool 8 oortion of their 

economic r asourccs. Under s>tch cr itical circums tsnccs one of them 

l!l('y be llilling to build uo its deposits i n the other' s curren:y inst ead 

of taking gold, but thl:t is 8 f a r cry f roa expec ting simlar subordin&ti~ 
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of national monetary policy when there ts no common enemy at their 

gates . Suoposing, ts is entirely likely, prices in France rise much 

more raoidly than in U!glsnd, is the French frllnc to be D"rmi tted t.o 

fall? Or is ~r~cc S~& to develop~ steAdily increasing unfpvorsble 

bflance of oayments? How long is ~nglen1 going to ccceot npner frpncs 

without wishing a oortion of them converted into gold? To b•· surG, so 

long as the war lasts, the problem is not insuoerablc since som& ad­

justment cen easily be re£ched through transfer of war equipment, etc ., 

but should the war cease, would either country continue to rile up bal­

ances in the other? 

And why should either country do so? "lhct has eithe r of them to 

gllin b,y taking such risks? The question is of no significance and does 

not arise when the bolanccs due in either direction are small, or when 

they constantly shift in direction . In such circumstance either country 

can let b~lances riDe and Jsll in the other country s1nce bl>lences will 

not grow big enough to give rise to exchan~e risks of large total mes­

n1tude. That is exactly what has been done by many countries for long 

oeriods of time in the past . But, when e country's fevorPbl~ belence 

docs or may become l~rge and persistent, the question does become im­

oortant. A country may then have much to lose by continuing to oile up 

balances in ~ foreign ~M>per currency thct rray deprcciEte. In fact, 

f eilure to "itlrlraw the balances in the fonft of t;old cs they £ccur.~•ilete 

~y well accentuate t he risk by reducing still more the already cur­

tailed chances of Gn cdjustment of the trade b&lance before thA situa-

tion bccom~s critical. 
• 
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It is one thing for two Allied countries -- tnbland end France -­

to operate under such en arrangement, end quite a different matter for 

countries less fri endly to do so. An extension of the arrangement suf­

fici ent to r elllace the use of gold involves r willingness on the part 

of many ~overnments to accumulate belances in foreign currencies indef­

initely. Can we im,ginr Uerma~y, Itely, Jepan, the United States, 

ln,Uand anrl f'ranc<' deciding to use each other's currency ss trustfully 

as they would gold? Then, too, whether we could oursue as independent 

a role in our policy vis-a-vis ~ngland, J&oan, France, Germany, Italy, 

etc ., while many billions in their currencies were held in their banks 

for us is en interesting question. The ncture of intcrnationel oolit­

ical anc! economic r el& tionships would hsvc to chent;e a great deal before 

any bovcrnment would trust other governments to that extent. Armies and 

navies are maintained at. huge exoonse exactly because tha t degree of 

confidence in the Njor policies of other countriPs is lacking. A1'ter 

large ermit:s and navies are dispensed with t here may be some point in 

discussing the feasibility of renlacinb t11e use of gold as an interna­

tional ~edium of exchange by the &ccumuletion and meintenence of for­

ritn b~~ances. And even then , es we shell see, it is not at all ccrtDin 

that there is anything to gain by the substitution. 

J.lany persons erroneously conceive tlx' alternative to the usc of 

cold as a medium or exchmlc between countri<•s to be the use of .;oods 

(or eervices) . They argue as though we now would te ~etting goods {or 

services) instead of ~old if only ~old were ri emonetized . hctur.lly the 

tl ternati ve to ;;old imnorts lfOuld be imllOrts o1' foreipl T'DP')r currencies 

{or its equivalent, dellOdts 18 ioreitn countries) and not imnorts or 
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goods. To be sure, it might be thBt faced with the alternative of ac­

cumulcting foreign pPper currencies or drastically ettting our trade 

be lance, the public might prefer the lL tter desoite its bad economic 

consequences . But since it is .-;old, not paper currencies or foreign 

I.O. U. s thL t we are accumulating, we can more easily avoid the conse­

~ences thet an ettemot to balance our inn~tyments and outoayments under 

present circumstances would involve . 

Another alternative to gold in those cases where the foreign in­

vestments of its nationals are subject to foreign sale by the bellig-

erent governments, could be those foreign inveatml!nts . ThBt is , t.e could 

force those countries at war to obtt>in their dollr rs by liquid; ting more 

of their foreign holdin&s in the United St~tes in pbce o! selli.ng their 

gold here . How far we could go in thet direction without doing our econ-

OJI1Y more -harm than good is uncertEin but, in eny case, such oossibUities 

aJ)ply only for countries having large foreign investments and only then 

where and when strict exchante controls end restrictions are in effect , 

Precisely one of the advantages of the use of. gold in settlement or 1n­

ternet1onal balances is thot it reduces the necessity of such reatric-

tiona on private enterprise. 

• 
Those who fear th$t foreign countries will continue to S''"VS all 

their gold and then ouraue a trade oolicy wM.ch will prevent them !rom 

acc umu16ting gold exchaf)be resources , oay insdequAte attention to the fact 

that the balance of oayments situPtion in any country is determined bY mor e 

v1ta1 considerations than the ouestion whether or not to -.ive up gooc!f t or 

&2lsl· In countries where orivate tree ontl'r"'riae and 0011petition ere the 
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chsracteristic mode o! business , the changes in the belance ;,! l)aymonts 

are conditioned by the business situstion at home and abroad, and by 

movements of prices, tariffs, etc. No ~overnment of such e country 

would deliberetely restrict Exoorts in order to reduce its favorable 

trlde balance, unless possibly it were in the cids t of a business boom 

or at war; nor is any country likely to deliberately stimulfte its 1&­

oorts relative to P.xoorts through reduction of trade berriers simply in 

order to curtail inflowing streams of GOld. Decreased exports and in­

c nascd imoorts h&ve consequences on the economy of e country tlv t far 

trcnscend in economic imoortance and in politicPl significance the con-

201 

sider&tion that the Treasury is geining gold. There is E stage at which 

a decrease in exports rde tivfl to imoorts docs become wise policy. No 

country which had r l&tively full emnloym<>nt •tould ••illingly allow its 

30ld price, its exch•n~e rate tnd its belanco o£ paym2nts to continue in 

a position which cncoureged an iniletionf :ry .;old inflcn<, But no country 

which hf s e xtcns ive i dle resources of cspittl end lebor will deny itself 

the stimulus of the l'lele of goods for gold ..erely because it ! eels it 

rtV!Y be: getting more gold thsn it can Ecsily disnose of in the ensuing few 

years . 

Governments will tate drastic action to prevent losses of gold, but 

there is no in~tance in modern history of t government taking drastic 

action to check an inflow of &old . !/ One hss but to visualize the 

if One occasionally aePa reference to Sweden es heving refused to t>ur­

ohsse gold durinG the lforld War. The tecta are as f ollo-.,s: The Swedish 
Government on ~·ebruery ?, 1916, released tho Swedish Riksbank from its 
obligation to buy gold ~t par. The hiksbank officials wanted to be re­
liAved o! their obli~ation (under the terms o! the EcandinFvian ~onetary 
Union) of bu,ying !laniah Pnd llo:nregian gel<:! at t>ft'1 when t old could be had 
cheaper tbrou!Sh drorecicted foreign exchan I' . Several Swedish economists 
supported the "gold embargo" because o! tt.e credit infiFtion in Sweden 8'\d 
t.ha s horta;:;e of conSWDen • goods. Norway and ::leruaarl< adocted sillliltr le&­
tures a fe80eeka uter. The ~wedish •gold eot:ergo" did not forbid t he 
Riksbank to 1:Urchue gold, •nd in fact the RikabMk continued to do ao. 
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reaction of Aml>rican producers to an ~dministrr tion snd to a Congress 

which, i or the stated rurnose of reducing an inflo11 of gold, stimulGt es 

e flood of imoorts end imoos~s r estrictions on exoorts bt ~ time when 

tnerc is substontial unemployment . Even our Trade Agreements pro&ram 

reets ,n.th strong opposition at home desoite the f act tlu t 1 t.s objecti ve 

is to increase our exports along with our imports and hence l eave our 

trade bal ance about the s ame . Ind~ed, its nrincipel def ense li~s in pre­

cisely that claim. \l:ro it to bring great ly i ncrPased illloorts without 

obaining addition&l ma rket s for our e>rnOns the roYJer ?.ould havP b~cn 

teken aw~y by Congress long si nce . To i£nore the connEction b~tween 

widesoread uncmployno::nt end the desirPbility of ma intc ining or i nc r cas-

in;; • xr>Orts and the si(lnific~nce of t hi s <:onn<•ction in determining . old 

( " oolicy is to ; l tn:lrsVI from the r ealit i es of 1 ife and hide in the limbo 

of nn academic dream " orld i n which rersoning or oceeds from hypotheses 

devised solely for the puroose of Taking the exoosition of a cor.plex 

subject simple . 

To relieve that gold will continue to be used as e mc-dium of inter-

nttional oayments for many decades to come does not necessarily mean 

t hat the United Stetes ~ains f r om further additions . It is nossiblc t hat 

we in the United States have more t hen enough &old to satisfy our pos­

s ible needs for specie . The utility of gold as o medium for settling 

the ~lance of peym"nts after a oertain l evel of holdings is reached 

increases inversely ~~th the e~ount of ~old ~ country has; t ho less it 

has, the more likely is it to need ell it heSJ the more it has the less 

likely is it to find eddi tiond sums "' useful . Above en amount adequate 
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to t~ke cere of any possible demonds on internttional account, a1ditional 

sUJIIB of gold have leas use as e means of internrtional pt:yment in the 

sense that there is l ess likelihood that the llddi tionel sums wUl ever 

be so eaployed. Therefo~, 1 t IN!Y be said that the only gold that is 

of potentiel use to the United States is thtt l mount which mr,y be und 

some time in the future to liquidate adverse balances of oaymcnt8. From 

this point of view it may well be thet additional receipts of gold 1118Y 

add very little, if anything, to the usefulness of our gold holdings • 

• 
Yet we cannot be certain even of this ooint, des.,ite our unpreced.entedly 

large holdings . 

In years to come £ combinetion of circumstances may emerge which 

would cause for meny years a large sustained outflow of gold from thAI 

United States. VIe csnnot forecast what the relative degrees of oroa-

perity, of investment opoortunity and of security, will bn among the 

netions of the world 5, 10, or 15 years from now. France bad large gold 

reserves far in excess of her monetary n• ods for over 50 years before 

she needed to make usc of them. Who cen say that the next 25 or 50 years 

may not see a similar eitU£tion confrontin~ the United Stetes? 

~ven if no special situetion erises -- as it did with France -- in 

which we would need our GOld, there is no certainty t.bl>t. we mBy not be 

exoorting gold for mmy years at a tilDe. It is just as possible !or the 

Unit.ed States to have en edverse balance o! payments over s period o! 
• 

5 or 10 years as it has been to have e fevoreble balance of ~nts 

over that period of time , particulerly if wo cen echiev<' and maintain 

1\lll employment , Once !)Nee is reestablisb~d we can, after a !f!fl ye~ra, 

eesUy denlop an i~mX~rt excess of subetantitl 8-.u\te wbiell could norela~ 
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for a decade, tourist expenditures b•· Americans could re1ch much hi"her 

levde, and liquid capital could now abroad in large amounts . The 

steadily ~row1.n~ trend awa:t from "aut.ornatic" monetary systems toward a 

P.rent"r diJ~ree of "management" can operate to 11roatly incrMt<e the le~th 

of time tn which countries can hAve a favorahle balance of payments if 

the govsrnmentt< wish to pursue such a policy, and other countria~ an 

unfavorahle ~alance -- provided the latter have plenty of ~old to ~ivo 

up. The United ctates f'.ay 1-e just in the ric:ht position of l:lein.r 

••illinl! "rAdually to de•1eloo an un'avorablo balance or payl'entl' anc1 

thul' ~teadily exoort ~old, while numnrou~ other countries, after re-

~ainin7 their essential l evel of import~ -- followinP. their period of 

i~cdiate post-war recons t ruction-- may he juFt i n the pos<~<on to build 

up their gold re~erves . 

He would ~ a hold man indeed who would say that it is improbable 

that we should have an unravorable balance of payments as large a• '}1 

~illion a year for ~years, while only a person havin~ no unde~ 

standitll! of international economic relationmip~< could say that it 18 

impossible . 

However, bef(Jre we can an,.,.er the que:<tion whether the United States 

gains or lose~ by the largo annual addition~ to its gold stock we mu~t 

answ~r t.wo other q~estions : First, what does the foret~ gold we ~et 

co~t the M\'!rican people? And secondly, wha t would it cost the United 

State~ to reduce the incomin~ stream? 

The next section ie rievoten to the an~ers to these two oue~tions . 
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THE fUTURE OF C.Ol D 

H, D. \Thite 

Section IV. 

Let us turn to the first of the tVto questions we heve just rosited . 

·.hat does the United States give for the gold it receives? 

During the past five years we have imoorted on balance about 

~9! billion of gold. !/ For each ounce of dOld received from abroad 

the Treasury P£id ~35 an ounce (minus l/4 of 1 oercent) to the foreign 

omer. '•bet did the United ~tt~ tes give in exchPnge for the dollar& the 

foreigner received for thtt gold? •ie !mow that we seve merchrnd1se, 

services, securities, claims on future foreign incore , anrl ~pnking 

servicen. The United Stetes gcve ell of this but it is imoossible t o 

knOll "het N:rt ecch .,as of the total . So nlllny ite-,s go to make uo our 

internetion&l account thl>t the dollars obteined fror.~ the sE.le of gold 

shioped here c~nnot he allocated as payment for ~ny one of the items 

on the credit side thet a:ust be oaid for with dollars or any soecific 

prooortion of the vPrious items. 

For example, from 1935 to 1939 we e~orted ~.?billion of mer-

cha>dise 'TOre than we iJ:!oorted. During thl't same oeriod we exoended 

on net tourist services and silver ~oproximetely the same amount. 

Should we, therefore, SIIY the t our excess of tnerch&ndise e>COorts was 

!/ Some gold comes to the United States and is olaced under earcsrk, 

I t does not enter our monetery system - it is merely warehoused here 

for safety and convenience to be disposed of by the Centrel Bank or 
Government in whose nome the gold is earmarked. The United St ates gives 

nothing in return tor such gold except protection and some space in the 

vaults of the Federal Reserve Ba.nk. (On l!trcb 1, 1940 there was more 

th2n ta billion of such gold held on earmark.) 

, 
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paid for with dollors anent ~ our tourists abroad end ~our govern­

~ent nurchases of foreign s ilver, rather thvn with the doll~rs for­

eigners received fran the stle of gold shioped to the United Stetes? 

Or ac:rin , we received during thst period on belence ebout :,1, 7 bUlion 

es interest end dividends from our foreign investments. '\as t hPt r ev­

enue received in the form of gold, or rather did ~e utUize thtt rev­

enue to hel~ pay our billa for shiooing s ervices end governnent foreign 

exnendi tures w. ich totalled almost the sa 1m? 

Str eeClS of dollsrs and foreign exclumge are constantly being fed 

into the f oreign exchLn,;e ll'lrkets from a veriety of sources - our ex­

rorts , interest payments due us , ourchase of our securities, building 

un of foreign balances, etc . At the same time there is being withdrawn 

from the umrket a ste~dy strenm of dollarR and f.>reign exchange i n nay­

ment for our imnorts, shioning services, etc. Obviously it is quite 

im?ossible to indicate specifically what. the dollrr nroceeds of gold 

sales were used in DB)'lllt!nt for . There "re nwr.erous itel!'s on the credit 

side or the internationcl balance sheet and numerous items on t he debit 

side; gold inflow is only one of numerous items on the credit side, and 

therefore it cannot be r ege rded as nayment agai.nat any specific items 

on the other side of the balance sheet. 

All we can say is tl:f t if foreign countr i es hsd to send fewer 

dollars to tbe Onited States, e~ther heceuse they ourchssed less of 

our aoods, or sent less ca oi tel here, or owed us leas interest. oa}'l!.ents , 

etc ., - and , conversely, if we hed to oay to foreian countr ies more 

foreign exchsn&e either because we bought tJOre eoods from ebroad, or 

beceu se our tourists spent more money & broed, o.· becsuse we bought more 
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foreign securities, etc. , - then leu gold would ~ve eoce to the 

United States. to what ex:t.ent it. was tho decline in foreign DW'-

ehaoos or the decrease in caoit~l inflow, or the increpse in imoorta 

wldch curtailed the inflow cannot be stated. 

lionetheless, by aoproaching the problem 1 rom a different ooint of 

vie", we CAn deduce in a very general way what it was the United States 

gave in return for the gold. •Je could ask oursalves llbat would have 

hapoened had we adopted severel years ago measures designed to bring 

our inteMU't.ionel accoWlts into balance with the receipt of much less 

gold. By esti111,sting bow each of the itema in our internstional accoWlt 

would have been altered had we adopted measures w~ich would have re-

duced the inflow of gold we would be justified in ellocating those 

chenges in our balance of nayments to the inflow of gold. .Admittedly 

~e ~re dealing here with estimates that oontein a lerge ele:nent of 

GUess-work. Yet no accurate method of estiMtting is oossible when at­

IA!.,ting to ascertain what would h2ve hapnened Wlder sutstl'ntiall y dif­

ferent conditions than tl~se which nreveUed. 

The chief items in our balance of payments which could have been 

altered by government action was our merchandise ~lances , c2nital move-

menta and tourist expenditure•• -fhe government, by oromoting a rise 

in the price of our export4 i drOp J1l the prices of imports (vii 

eporecu tB!n of the dollar, ;A, r ecluoin& duties on our imports) could 

have caused our eliJX>rts to f&ll and imports to rise . By the same device 

it also might have made it ettractive for Att!ericm tourists to soend 

110re 010ney abroad; and finally by edopting special -sures it could hen 

prevented or ~y curt.aUed the infiow ot c11pital . These are tbe 

208 

Regraded Uclassified



' 

- 4-

chief iteos the government could hAve so rl tered as to signti'icantly 

curtail the vol ume of net in~yments, and thence the inflow of gold 

which foreigners shioped here to obtain dollars. 

Using thl t rnt>roach to the oroblem we m11y conclude from ~n e~ 

W tion of our blllence :1heet thlt w~t chieny was given in exchange 

for the ~ billion worth of gold we obtained in the last five years 

was (aJ oossibly several billion dollars worth of merchandise, (b) 

from ;,4 to l.f6 billion of "caoitsl", i.e., claims on our enternrises, 

bank deoosits , etc ., end (c) oossibly 2 billion dollers of services . 

These are very roughly the all'Ounts of change which by government action 

lllight hsve been brought cbout . Therefore it 1!16Y be presumed tb.et it 

was about thEt amount of etch of the three major items i .ndicated that 

the United States gave in exchsnge for the gold it received . But it 

Q would be very !l'.isleedin,. to stop there. To enumerate the things the 

United S~tes nrobebly bave in exchange for the gold -- mPrchendise, 

ser.ices and net claime on cenit~l cccount does not give the real cost 

to th<> United Stptes ol' the gold it received. To measure the ret:l cost 

of these items it is necessPry to examine them further , 

The ~ to 6 billion worth of Chrita1 must l~ broken down beceuse 

it consis ts of different elements, each ~ving different significance 

from the point of view of oost to the United StPtes. About one billion 

or the 4>4 to ~ billion consists of incre~sed deoosit:. by foreigners 

in the United States . For thrt lol billion obviously we bnve as yet 

given nothing but the nrivilege of keeping e denosit in this country. 

Tho ~nks give no interest on these deposits end t>reslllll8bly ths banka 

are willing to ._rform the banldng !unction beceuae they obtein, scmehow 
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or other, e quid oro quo. l1ere the banks U111'1illint; to accept forei gn 

deoosits they 'IIOuld doubtless heve found ways to have discouraged for­

eigners from holding those deoosits with them (either by refUsing to 

ecceot derosi ts above a certain ~:rJOunt from jndividuels, foreigners or 

bcnks, or by ic:oosing service charge for servicing the Bccounts, etc.). 

They would t.e reluctsnt to do so as long as the ~ccounts put t hem to 

little or no exoense, but had they been losing Rny significent sums as 

a coosequence of accepting foreign deoosits, they would have doubtless 

found weys to £void the loss . Therefore, it ern be stated that as yet 

there has been no cost to the United States for ~1 billion of imported 

j!Old thet reasonsbly mitlht be allocated to thet item. 

Possibly another ~ billion or so received represents the resale 

by Americans of t he for eisn securi ties they had form, rly held . It could 

not be reasonably 2rgued that the United States was necess~rily losing 

snythin& in thBt excbtlnge. The Americ£n holders of these foreign se­

curities oreferred dollrrs (in cash) to the foreign st>curities . This 

exchtn~e of forei3n securities for foreisn gold, UDken by itself, rloes 

not represent any s11crifice on t he part of the United Stllt.es. For hed 

Americans held on to t heir foreign securities thoy would have obtained 

interest end dividends which most likely would also have taken the form 

of gold iaroor ts . It might be claimed, of course, thet. it might heve 

been better for the United States hcd these securities been bought back 

by foreigners not with o!Old but with merchandise, i. e ., exnorts sold 

to the United States , In other words, it mPy be cleimed t hat t here wns 

s coat to the people of t i'Yl United States in the sense thet en alter­

rona of payw!nt - merchandise imnorts rrther then gold iapor ts 
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would hsve yielded greeter benefit to the l.merican peoole . T.hether 

this is s o or not we shell exnmine below, but in sny case it seems me­

l oAding to stste toot the United Ststes hrs secrificed something velu.­

eble for the gold it received when what we really mern 1s thst hsd cil'­

cumsttnc ~s been different we lllight oossibly hrve got goods and services 

in place of the gold, 

s.noth~r ~1 billion of ca-.1tal came to this country to purchsse 

American securities, i.e., claims on income from IJmericEn ent.erorise. 

Here is souething definitely given un in exchlln,~t- for eold. In view 

ot the fact t.h<ot there ,q,s no lack of cooitel in the United 5tates, 

the gain to the United Ststes of additiond investment s by foreigners 

in our enterprise is only i ndi rect, if cny. These security prices may 

lluve heen slightly higher by virtue of· the foreign buying, and the con­

sequences of a slightly stronger security N rket IDilY hsve been f ovorable 

to business conditions though to only a slight extent. That is the 

only oossible advantage - end it does not seem an ianortsnt one - to 

set orr cgainst the several disedventages , Yet even on this item we 

cannot know whl>t the United Stotes re£lly gave up for the gold. Wuch 

deoonds on whst the fore illJters eventualy do with the J,mericen secur­

ities they acquired. They may sell them t.t a t.ime when the net effect 

is to help promote an outflow of gold, in which case they would be re­

turning the seeuri ties to t.aerican holders and taking gold bsck in ex.. 

~hsnge. Or again, the foreigners oay withdraw from the United Statea 

the interest eerned on their holdinbs, or a oortion of their principal, 

during a period when such withdrawal would te refiected in an increase 

in our eXDOrts of .erchendiae, and when that incre .. e 1n exDOrts, instead 
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of depr i ving Americans of any goods, would l eave ae much goods here sa 

would otherwise hsve been here. Thus their purch£se of A~erioan s~cur-

i tie,; ney rctually oper~te to decrease unemployment at some future date . 

Thift ooint brings us to an imnortant question. 

Did thEt corti on of the gold we receive thPt mey reesonsbly be nl-

loceted to our "favorable" trade ~lance mean thet I;J118ricans gave up 

goode end services for thnt gold - goods and services t het VIOuld other-

wise heve been consumed by tho American peoole? The answer frequently 

heard is "Yes, of course•. /.ctually, however, no such certainty is 

nrnnted. It depends t>ntirely upon the neriod under consideration. 

There are times when exoorts •naid for w1 th gold" do represent e loss 

of t~oods and services to e country, end there are times when the very 

opposite is true, when, in feet, they would add to its stock of goods 

end services. This paradox becomes clear when we exacine the situation 

which prevniled here during the psst five years. llith the oossible ex­

ception of " brief period in 19)7 we heve hsd a large volwte of unem­

rloyment - anyv<here from 8 to 12 million in industry alone. !U>d orders 

for the additional omount oi exnorts (presumebly paid for largely with 

KOld im?Orts) not been r eceived, a substantirl PArt of the goods which .. 
were subsequently exnorted would, in the absence of those orders, never 

have been produced. As a consequence the number o!' unemnloyed wo11ld 

hne been greater then 1 t wu. 

In a rePl sense, then, wa mey say thl't wh~t we were exnorting was 

unemployed time and unused olant capacity. The additional persons 

emoloyed (because of the increased exoorts) ~nd their ismilies were 

better off for being employed in orivate industry then bod they been 
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ct red for out of public funds , and the community wcs bet ter off for 

heving them so employed. The actual physical donrecirtion of the ma­

chint>ry used to produce the rdditionel exnorts was a small cost . As 

tor the r~w material used, most of it (soeakin& of the domestic supply 

only &D the inmorted supply was paid for with gold eJC')()rts, i.e ., ,.._ 

duced j~Old imnorts) is vi rturlly inexhaustible so fer as this and the 

next generttion ere concerned, and some of the re~~inder of the raw 

11111teri pl may not lu>ve been oroduced in the absence of the ~ddi tional 

exnort orders - or if produced and not used, oight heve depressed t.he 

~'!'ice of t hose products to the ooint where a coat to t he comunlty in 

teros of adverse effec t s on business would have been borne. ~oreover, 

the ~ddi tional eXDort business made oossible by our gold inflows had 

second~ ry consequences which increased the netional income 1n terms of 

r~~l boods and services as well as in terms of money . 

This line of reesoni ng could toe !'ushed into its vtrious ramifi­

cat ions and me de subject to &11 the necessary refinements, but the end 

result would be much the same . You would still find thrt added exnorta, 

though sold in exchan~e for a yellow metal , did not necessarily diminish 

the do~estic suoply of goods Pnd services, though it may have resulted 

i n a sl~htly larger nortion of thst sunply being obtdned by the per­

sona who would otherwise have been unemployed or recioients of govem­

a:ent aid. 

It is therefore an error to state that by accenting gold in ex­

chonge for our goods we deprived Americens ~f tho goods which went 

abroed, .lere successful ~:rrangements made to have impor ted gooda, 

than gold, sent her e in exchange f or our gooda the ha8rican 
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oeoole ~ have had aore goods. I say "might" edvisedly because 

• hether those increased imnort.s would have added to our nstionel in­

come or not depends upon the nature of the errcn~ements referred to 

above . It depends, thtt is, upon how the s hift in t he trede balance 

"'hich •.-oul.d havo yielded an increase in i111ports relative to el<TJQrts 

>:oul.d luove been brought about . The devices usually available to pro­

duce e relstive increase in imoorts ere those which would h2ve OOX'ra ted 

to both cut our exrorts and increase our imports . One of the results 

would have been to intensify the co.rpetit!on of foreign goods in this 

au>rket at a time when there already wcs s lt:rge volume of unemDlo~'Jileflt, 

ond when excess capecity end low prices orevriled. 'nether consequence 

\<Ould have been to curteil production for exoort. The end result l!'.ight 

have been not u~re but l ess goods than actually were oroduced and con­

e sumed by the Anw!ric~n oeople. Altogether, it would hardly te contended 

by any thoughtful oerson th2t the United States would have been better 

off hed its exports been a billion dollars or two less than they " ere 

during the oest five years . 

FUrthermore, we IIIUSt remember that the gold we d.id &et by no means 

can be regarded as being without velue in tenns of real goods end real 

services. Omitting the favorable osychologicrl effect on t he business 

community t~t arises from lertte gold holdings and inflows, there is 

the very r e&l odventnge that gold has future ourch~sing oower over in­

ternational I!Oods in any market of the world . To assume tlv. t the gold 

we rre obtaining is without real value is indeed a curious sssumotion. 

In the ye11rs to ca::e, the sold we have alrel'dy n>ceived and the gold 

still receive may be used for a variety of purposes, eny of 
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• wllicb would gin u.s as ..:b COOds 80d services for our gold as we twve 

been ciYing up, and llkel.J' -cb ~re. Aside from ttfltact thct our 

;;old holdings st.rmctbeo oar mnet.&r7 system, and help to some extent 

t.o pro1110te s bi;:ller leY«l or business actin ty when we are getting it 

the gold we do have 2nd -:r cet. ~ be used for u..e following T1Uroosea1 

(1) It ma7 be uud to ourcbese back American securities held by 

foreigners . 

(2) It c.ey ~" used to ourebase foreign securities now owned by 

foreigners . 

()) It u;ay be uud to return to foreigners the 1\mds which they 

now beve here a1 det>OSi t . 

( 4) It may be used to ,., for tourist eXDcnditures in foreign 

countries - exoenditures which are bound to increAse greetly when 

reestablished and as populB tion end travel expsnd. 

( 5) It -.ey be used to bQy additiOllJil imnorts at ~ time when those 

addi t.ional iaDort.s will ba'we favor able, not unfavorable, effects both 

' ~ hooe a nd a broed. 

(6) And finally, it sc.e day 1118:J orove to be a vduable wpr chest, 

as 1a the case noor 'llitb tile nations at war. 

It 1a illlpossible to SQ .mat tlOrtion of the gold 1't! now hay, above 

the su. needed for d.-stie amet.ary ourposes , will eventuel.J.T'it ..-, .,. 

or .mat we will b~Q 'llit.h it, beesuse it is impossible to know .-..& t1Dd 

or a world 1re will find ourselves io 10, 20, JO yl!llrs from now. A·~1~ 
. 

1JI: tion lllf!Y eriae io wtdeh subs~tial 5UIIS of gold 11'111 be used just aa 

Br1 tiah Kd FJ"'ellch gold ... s used in t he out few yellrs and will be used 

e ~..,hesied that 
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time would come when the rich 60l d holdi.ng countriPs, Orc~t &rite in 

8nd trance, might heve to employ large parts of their gold holdings in 

their defense? Who can prophesy now what our ~lance of trade , of in­

vesl.lllent now, of tourist expenditures, or a 1uture war need, etc. , 

will be 5, 10 , or 20 years from now? 

Gold constitutes one of the most effective wer chests ; gold con­

stitut as the most effective and safest store of international purchas-

ins ocmer kno•m! And gold cen also be an effective cushion softening 

the disturbing shocks tha t constant ch2nge in the world economic sit­

'.l&tion have on domestic oossible activity. To assume thft an exchange 

of goods for gold is giving something for nothing reflects comolete 

misunderstsnding of the significance of cyclical movements of business 

activity as well es of the role of gol d in intornotionel manetery affairs. 

So far, in this section, the discussion has lx!en confined to the 

question "whet have we given up for the gold r eceived in the past six 

years ; what, that is, has the gold cost the United States in terms of 

tOOds and services?" Fi nal judgr..ent on this question cannot, however, 

be mode until we examino the various ways in which the gold innow could 

have been reduced , Government choice of policy, as individual choice 

of ection, can be properly evaluated only in the light of alternative 

courses of action, llhether we would or would not have been better off 

to have r eceived lees gold depends entirely upon the e!tect on our eco­

nomy of the metsures that it would have been necesscry to have taken 

in order to prevent that gold inn ow. An examination of the methods 

by whic b thP gol d tnnow into the United States could have been , or can 

no" be reduced will serve not only to cast a rough ~ance sheet as to 
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the coet of sold we dreedy have received, but will help us to detel'­

mine whether we w&nt to do anythins to reduce the current or future 

inflows of gold. The merits of t he various mPthoda of curtailin& gold 

imnorte will be exsmined in the next section , 

• 
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J.. For eign capital in the Unite! Sy;es 

l. Whst is the vol1.1111e , character and source or foreign ~;>­
Hal in the United St.t.es? 

2 . What are the relationshice between the varioll>' t.,-pes or 
capital inflows and gold !lows? 

J . How large are the bold inr;s of foreign zovernments or 
Centrel Banks of 

a. Dollar balances, both tt.! and del2lld? 
b. U. s. Government obl!pt.iona? 

I s there any signi!ic .. nt. d1l'ference between these lxlld­
i nes end the boldin~;s of foreign i ndivi:J.Hls Eed ~riwat.e 
banks? 

4 . Last year our balance of ~t.S contained an item or 
l,ll.2 billion class ified ~s •residual•. "iht;t prooorticn 
of the residual item can be exT'lained by unrecorded c ar>-
1 tal inflows? 

B. Causes of ceoital inflows 

1 . ~.hy has canital coce to this count ry in rucb large a=u:1t.a 
since 19)5? To wb8t extAnt has ea.ch of t he fallowinf; been 
a significant factor in t.be 1l.ow of : e oital to the tJ!li ted 
States? 

a. Sa1'ety 
b. Hitlher interest rates 
c . Prospective spec:u1Lti're uct:tn,.e ~Eins 
d. Prospective caoit.U. a1ns on securities 
e . Evasion of tantion in ~ countries 
f . lncreEse in the orice or gold frcc .J21).67 to 

~J5 . 00 an ounce 
g . Better investaert Of'OOrt:mi.ties 

2 . f'rom which countries have J.:ericans repetriEted their 
caoital from abroEd in the last. few ;ve::rs? T.bat are the 
prospects t.m:t they rill continue to do so? 

). Is it exoected that the inflow or ce-.it.el will toe uin­
tained with tbe continuation of the v r? i'ill foreigJ>erS 
continue to curchEse our sec:-.lrities and accuallate dollar 
denosi ts? ilolr a:uch c..ri tal has coce to this co;mtJ"7 !!ince 
the outbreak or war , and bolo :-uch is ~ted in 191.07 
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C. Effect of ca pi t& i ntl9!!a on our economy 

lntemationd ~ve.ent.a 
of Capital 

1. ,it-~t. is the effect of ~pitvl i nflows on 

a • lienk reserves 
b. Interest rates 
c . E.xc!v.nge rates 
d . Gol d O ows 
e . Amount of cal'Jitd investment in the U. S. 
f. Our security r.~~~rkets 
g . Tax revenues 
h. Fore:l,gn capitlll markets 
1 . r)uctuations in business activity 
j . National income 

2 . ~,bat is "hot" money7 :thy hes it come 1D the United States? 
:.b2t. • re the orosoects of an outflow of this tyoe of .f'mds 
from the United Stetes? 

J , libat is the net e!feet on the nationsl income of the 0 . S , 
of foreign direct investments hero? 

4. ~.~t does the oresence of foreign invt>stments add to or sub­
trsct f rom our nationel income? 

5. Bor. does the freedom of r ovement of cnoitnl into t he U. S, 
effect foreign monetery systems? 7/ha t were the disFdvantages 
of the outflow of canit.&l to the countries from which it came? 

6, Are !lOlitical considerations a ISctor in determining flows of 
capital? 

7. Are there data available on moverr.ents of capi~l into and out 
of the leading foreign financial centers? Have any studies 
been made and conclusions reached on the desirability or un­
desirability of such Movements? 

D. Policy with r espect to further inflows snd outflows 

1 . Under 'lfbst conditions is it desirable to nrevent or discoura~ 
fUrther inflows of foreign capi~l? Under what conditions 
would it be desircble to control the outflow of ca,it.al al ready 
here? 

2 , \:. bet are the prospects of an outflow o! cp.,it al after the re­
s umoti on of wor l d prace? Will ~rivete C8oital seek forei gn 
inves tment after the resumot i on of nence? 

J . Should e oro gram of foreign bovernment lending be confined to 
the liestem llemisphere? 
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of Ca.,itel 

1. . Should foreign investment by Americans ~e subjected to grea t er 
restr ictions or should the restrictiono which now exist be re­
moved? 

5. Will free internntional movements of cal'i tal contribute to or 
detract from the stability of foreign exchanges and the oros­
pects of world economic recovery? 

E. Under the assumption th&t it. is desirable to restrict further ca~ 
ital inflows into t he United States and encourage ou t.ftows, wh&t 
measures to achieve those obJectives are feasible? 

1. The following measures heve been sucgested at one time or 
another . \'•hat are the merits oJ eech of the orot•osals? 

a . Adootion of exchange restrictions on the movement of ce.,it~l 

b. Foreign deoosi ts in the United States 

(1) 
(2) 
(J) 

(4) 
(5) 

Incre~sing the reserve r eq•Ji re.,.ents on foreign deoosits 
Introduction of a licensing system on foreign denosits 
Creation of P PresidentiP.l oower to stoo the withdrawal 
or exoenditure of foreib'n bplances i f and when an emer­
gency arises 
Taxe tion of foreiGn de?osits 
Action by the Federal !teserve Boerd or by agreement 
amon;; the bnnks to ClBke the holding of foreign depesi ts 
less attractive. 

c . Security holdings by foreigners and direct investl!'811t.s in 
J.merican plants, reel estate, hotels, etc . 

( 1) 

(2) 

Revision of taxes apolyi.l\6 to clien- held prooerty 
and alien cornorations -- income taxes, caoit~l : ains 
taxes , the withholding rate and transfer taxes 
Non-tax measures such ~s registration, use of American 
nominees and embargoes 

2. Have any countries adopted any of the shove devices? How ef­
fective have they been? ~iliat were the consequences of such 
adoption? 

J , To what extent are forei• security lllarkcts and trading on so­
count of foreigners in American security IN! rkets used for tha 
avoid&nce and evasion of our r egulatory and revenue measures? 

l. . rlould any restr iction on c~"ital inflows into the u.s . O!)erate 
to trrnsfer business fro,.. J.merican security markets t o foreign 
securi ty D'arkets? 

5, To whet extent can the oroblems connec t ed with ca.,itFl 1novement 
from one country to another be solv~ by international a rrang&­
n:ents 111ch li S an extensi on of the Tri,.rti t.e understanding or 
tax trlaties, etc.? 
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Prelllllinary Drart 

INFLATION ANU u~FLATION 

1. The terms •inflation• and "deflation• ..-e apparently e""loyed in 
different ways. i.hat are the significant differences in the variou. 
u.ses of the terms? !.nat is meant by the tenu 11hen used by 

bankers, agricultural interests, business 1118n, political repre­
sentatives, labor unions? lohat experiences do each of these g't'Oups 
have in mind "hen uaing the terms? 

2. ..hat satisfactory criteria are there for detennininp: the presence 
of "inflation" and "deflation"? Can any of the follolWin!' either 
singly or in combination be used as criter:la, and, if so, in what 
maMer: 

a. Price indexes: '-'holeaBle prices, cost of Uvinp:, etc . 
b. Volume of business activity 
c. Construction activity 
d. .:lnployment 
e . !lank loans and investments 
r. Volume of ceposits and currency in circulation 
~ · Chan!'es in Fold holdinrs 
h. ~·ederal ''eserve credit outstanding 
1 . Interest rates 
j. Stock market indexes 
k • Bank del:t.s 
l. Volwoe of investment and savin,Ps 
m. llpvernoent t-or't'Owing 
n. Eusiness profits 
o . Foreign e.xchange rates 
p. Foreign trade 
q. Inventories 
r. New orders 
s . "Business confidence• 

3. Are there any indications of the presence of "inflation" or 
•deflation• in the United States today? 

4. Are there any degrees or "intlot1on• and "deflation" which can be 
considered to be desirable? Ir "inflation• or •deflation• are 
regardeo as undesirable, is every econolllic condition act, trend 
or measure llhich is either l ntlationary or deflationary in 
character also unuesirable? 
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Intlation and Defiation 

5. What powers do the government, the Pederal Reserve System and the 
commercial banking system possess 1ihioh, if used, may initiate 
in nation? 

6. What powers do the government, the Federal Reserve System or the 
canmercial banking system possess to promote expansion of busi­
ness activity and increased prices? Are the powers to initiate 
such expcnsion identical with the powers to initiate inflation? 

? , Do the government and the Federal Reserve System possess powers to 
control the in.flationary p!'Ocesses once initiated, whether those 
processes are initiated by its own actions or by forces outside 
its control? Should additional powers be granted to control in­
nation? u so, wbat powers? 

8, \Yhat monetary powers are available to the government or the Federal 
Reserve System to restrain expansionist or contractionist move­
ments? Are these powers adequate to attain effective and desirable 
control of these movements? Should the g~1ernment or the Federal 
Rusorva System be granted additional powers for this purpose ? 

9 , At what point is it desirable for the government or the Federal 
Reserve System to initiate restraints upon an expansionist or 
contractionist movement of: 

10. 

11. 

a . 9usiness activity 
b, General price movements 
c , Changes in the volume of money 
d, Changes in the volume of investments 
e . Changes in the volume of savings 
f . Changes in interest rates 
g, Speculations in c~odities and securities 

Is it possible to check the expansion of business activity without 
introductng contraction of business activity? Is it possibl e to 
check the contraction of business activity without initiating 
expansion of business activity? 

To what extent have each of the following policies of the adminis­
tration contributed to (a) expansion of business activity, and (b) 
in nation: 

(1) The Oold policy 
(2) The Stiver Purchase policy 
(J) Other features of the govo:mmant'a general aooetary policy 
(4) Oovomaent deficits 

222 

Regraded Uclassified



Inflation &nG Deflation 

- J -

12. Has the reoll'anization of the bankin~ and monetary systelll5 since 
l9JJ e liminated the danger of a repetition of the disastrous 
financial contractions prevalent in previous crises? 

lJ . !.hat is meant by lack of confidence in the dollar? How does con­
fidence in the dollar or lack of confidence in the dollar speci­
fically express itself in terms of: 

a . Increased rate of private expenditure 
b . Hoarding 
c . Savin~ts 
d . Investment 
o . Entrepreneurial iniMative 
f. Flights of capital or inflow of capital 
g. Interest rates 
h. Oovel'TU!e:lt bond prices? 

lL. . Loo the excess hank reserves constitute a danger to our economy 
that !'light arise from inflation? 

15. ..hat effective action can be taken to absorb (lXcess bank reserves 
on t he basis of eXisting po>~ers? i>hould additiona l powers be 
rranted to the government or the Federal keserve System to enable 
them to completely absorb any volume of excess reserves considered 
to be desirable? 

16 . The volume of excess reserves -.as considered as constitutl!li' a 
dancer to inflation several years ago. Since then excess reserves 
have risen very ~rreatly. ~hy has not their increase led to infla­
tion? Are there any other factors which mus t be present before 
excess reserves can promote inflation? 

17. Is there any merit in tha proposal that hanks be required to main­
tain reserves of 100 percent agains t demand deposits as a device 
to prevent inflation and deflAtion? 

18. l.Joes an •easy money" policy of the authorities constitute a danger 
of inflation? 1-ould it be desbable to proiDOte higher interest 
rates? 

19. ·•hat is the relatioa bety,een increasing public debt , expansion of 
business activity and inflation? How lon~ is it necessary for 
~overnment deficits to persist before definite signs of inflation 
become a pparent? 
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20. ..h&t effect doN• an incret.sing public debt have on the follotd.ng 
monetary factors: 

a . Excaos reserves 
b . Lone-tenn and short- term interest rates 
c . '-onUdence in the cur rency 
d . roreign exchange rates 
e . lntl>mationnl movements of capital 
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21. .. hat criterion is there which ><ill inoicste the maxi.n!Q'l! size of 
the public debt that can be maintained before the danger of in-
flation beco~~~es imminent? , 

22. . hat is the economic difference betMen an increase in the public 
debt and an increase in private debt in their relationship to 
inflation? Loes an increase in private d3bt constitute a dang~r 
or inflstion? If it does, would it be des1.rable for the authori­
ti"S to attempt to restrain increases of private debt? 

2) . ·•hat specific exampl es are there in 11l()tlo m history of inflations 
occuring in countries other than durinr perio<'ll or , or irmnediately 
follovdnjl:, foreif:n or civil vrars? 

24 . To what extent would adherence by tho Jntted States to the 
orthodox ~tolcl ste.OCare be a protection nFai nst inflatl on P.nd 
c!oflation? 

25 . •·hat effect v.ould the res=ption or th'l privilerc of converti­
bilit:· of currency into ¥old have on the voluoe of e~cess re­
s e rves, inflation anc d'lflation? 

26. Is the presence of war in wrope likely to brin~ "inflztion" or 
"deflation" into the American economy? 
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I'ROCUREMEHT DIVISION 

WASHINGTON 

April ll, 1860 

It' (!ear llro Seoretarya 

There ia attache<! hereto a aaaorand-, with attaoluullta, oonriDf; the -eti.DC• 
hel4 yeaterdq in oomu10tion with the prooeclllre tor the releaae of reatr1ote4 
&irplane1, qinea and aooeaaoriea , There 1a alao attaohecl a oopy of -...rand­
ginn to General Wataon this aornillf: Cl1 thia -tter, 

As il pointe<! out in the ....,ranctu.. the War Departact now 4etin1tely ...oop.isee 
the authority of the Liaiaon Cc..ittee oonoerni.DC the oontaota ot foreip powra 
'llith the military aerTioea in all oaaea 'Ohere it 1a d.eaire<l to purohaae ~ it_. 
manutaoturecl under opeo1f1cationa of thoae uM'ioea. 

M 1oon u the intra•d.epartaantal d.etailo of the War Departaent oODGernillf: thie 
procedure are approTed. by the Secretary of War I feel that the long otride 11111 
han been made in exped.iti.ng in a buoineu-l1Jce manner the releeoe and. nesot1a• 
tion for oale ot reotriotecl it..... I further feel that no small part of thie 
procedure 11 due to the untiring efforto of Oceral Brett in atayi.ng oontinuouoly 
behind. it and. expe41t1ng ito •prooeaaing" in nery ~ pouible, 

Thia morning I act a letter to llr. PurTie, oopy of 'llhioh 11 enolooe<l, I aloo 
tallce4 with h1a oTer the phone, and. he oe-4 moot appreoiatiTe of the aotion 
that hu bHD to.Jcen. 

Shall I adrtae llr. Bn.u, Preaid.ent ot Allilon, ot your proapeotiTe Tia1t to 
his plant S..turd.a7, and. alao General Brett of your Tia1t to Wright Field.f 

Tiith kind.eat peroonal resard.e. 

Honorable Henr,y Korgenthau, Jr. 
l'he Seoretary ot the Treaeu17 

.. 
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... OI!UDUII FOI OIIOIW. 'W.lfiC. 

lt..ti.A& •• 1Ml4 TN~ with Col-.! ...... rlAM _. -.,ju J.r- ot tile "liar ~ 
partaet •-V1liac tho pr.poee4 prMe41lN t. M toll-' la tato nl••• ot ronrt~ lt .. 4oolpe4 to .,..ltloati•• ot tho liar 'Doplo.w• '• 

llu.ataobnro ot _..lo ot drpluoo 1a 'IIIli oii tu bel-PI tub ""'ollulac ...,.. hu ldioote4 oa ~ _. .....Uo4 '117 tol.,.pll ~t \My ue &\ltlworiao4 to 
etor laW --tlaa at -• to 4etondae tho t,po1 u4 a..tooro ot plu• tM 
.Ullod Boor4 M:f 4111ra. Llkowiao. a lott or •• ad41'Mae4 to oaoh ot tM -t aoturon ot other aor-atiool it_. doo!Q>od to tho apooltloa\1-.. ot tho •r o..,artaet. While tho All1e4 lloeri had ,ot; otatod G;f lat-t 1a their pr.-.to. 
1t •• tolt ~t thiJ alwla14 M &hen llll oq~al opportlmi't7 to proe•t their aobll to till BMr4. 

Yutorda7 lftani. I 11&4 a ..t~ ._th Ac!Jdrol 't-. Uld -t n.r tllo pi'OJIIIl 
of tho liar ~ to wldoh llo ocr.... &. adrtald.- tllat tile Aarte eUOill loaN• before whiob - tho quoatl• ot all rol••oo. bold a ~lac 7oo\0Na.7 u4 .­
Ylaod their ncolaticm.o 1a uoord&Doo with t ho ohalt£14 polio)' apprcrYe4 11)' tlla 
Prealdeat • ~ 26th. 

l"l'ca tho aot1• that 11u ,.._ tall:.., duriac tho paat t- cl&7• it appoan that ao 
IIIIJIOOMIU)' dal.,_ olloa.ld - ho -..taro4 1a raloaala& to tho AJI&l-rr-ell 
Purahuia& 8oari tv aacntati• with tho -.allhotu.ren tho•• plOAoo. aJ!Ila ..... ooooaaoriea 1a 'lllaioh t.~~.,- ~ 1Mioato .., latoroat. 
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ST RICT LY CONFIDEN TIAL 
T REASURY DEPART ME NT 

INTER OFFICE COMMUNICATION 

DATC April } , 19l!o 

To Secret&rT Morgenthau 

FROM Mr. Cochran 

Teehrdq afternoon Me sara. Cairn• 8ll4 Jeidler of the General Couneel' 1 
Of f ice ~• in to eee ae . They raiaed the queetion aa to the rate at which 
certain South Aa.rican currenclee aay be purohseed by pereone reeident in the 
United Stat11 10 that euch purchased ourrenoiee can be used in entire paT-
aent for &nT purpoee in the r eapect1TI countriee of ie~e. The7 also wanted 
to know what the ratee for eoch eurrenciee were 8ll4 what the7 were called in 
eech cue, that 11, •export• or ' official' or • tree• or what. !he countrlu 
thaT wre intereeted in wre Chile, :Brazil 8ll4 U~. I told rq caller. 
t hat I 'liaS not an expert on Latin-.U..rican currencies. I could explain to 
t hem t he working of the .oet controlled currency, namely, the Reichaaark ao 
an exa.aple. I pointed out that th8 offic i al llaicheaarlt purchased at t he rate 
quoted in ll'ev York f or the llaicheaark, could be utlliud for &nT purpou 1n 
Gezw.nt, althouch the purchaeer would incur a lou 1n uelng it for ..ny 
purpoaee, Iince he h entitled by Gel'"ll&ll regulation• to procure certaill tJ'l)ll 
of Beichlmark at reteo lover than that quoted for the official Reichlaark at 
ll'ev York. The lavyere underetood t hle, but va~~ted an anaver to their queetion, 
vitbout cons ideration of the poi11t ae t o whether the purcbaeer vould exeroiee 
good juag.ent in ut111Eing hie currencr for all purposes. 

I told the Tioitore that I could either aek eomeone 1n the Latin~erican 
section of the State Department, preferably Mr. Collado, to ~n ue euoh in­
fonoatton ao the7 han, o.r I could telephone Mr. !Cnolte in the J'ederal llaeern 
Bank at Jlew York for the inforaatlon. The attornep preferred not to baTt the 
catter takn 1'1' with thAI State Departaent, hiJltlng that there WIUI a difference 
of rtew betwen l baN t wo Depart-lite on the queeUon under conlideraUon. 
! he laV71r1 did not etate the purpoee for which t hey deeired the i nforaation • 

.lt rq r equ .. t , the7 dictated t o rq eecretary the exact wordtne of the 
question which the7 deaired t o be poeed. Thie appear• on the a ttached eheet • 

. A.\ 3:50 P•"'· I telepho:ned l'.r. !Cnoke 1n the pre11ilee, and the wording of 
tho quut1o11 -• palled on froa rq eecretarr t o hie eecret&rT· 

'l'hie morning !Cnolte telephoned ae back and ete.ted that he would ooneult 
hie laV7trl on the qaeetlon aDd would tbAoa either aek ae to b&Te Calma cell 
hie lavyere directly, or would aak hie la"7ere to call Cairu. It h rq 1111-
der atandtnc that the J'ederal Reeene :Bank IIIV.It be Te"7 eauticro.a in t he wordlnc 
of a reply to the qaeet1on1 1111der reference, line• eoM UUpUon hal.read7 in 
couroe on juet theee pointe , an4 certain qaeetlone between the J'ederal ReeerTI 
l!&nk and the 'l' r&U'IU'T inTOl'ft the - poi11te • 

.lt 4 o ' clock thie afternooa hoke telephoaed .. tb&t he b&d diiCUIIId the 
curroiiCy qaeat1o11 with Kr . Triable of hie llpl etaff, wUh whoa Kr. Oail'lll 
l houl4 1pea1t 41rectly. I s...elliatel7 telephoMd thh iafo,_UoD. to Kr . Call'll•• 
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h there N17 one rate at 11h1oh Chileall curre1107 

•7 be plll'oheeed b7 pereone reeldnt ill tbe thdte4 Statee 

10 tbat IUOh plll'oheeed curreno7 oan be u .. d 1n entire 

pepent for &liT pvpo .. 1D Chile I If to, what 1t that 

ratet 

Saae with regard to :Brasil and~. 

lbat 1a it called in each caaet Xzport, or off1eial, or 

~-~/~p 
.;:3': ~-?. .,---? 
~~~. 

~.:?..?-" ha~7~ ~ /~~~· 
a/-.J ,;'.-?/ ~~~ 
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TREASURY DEPARTMENT 

I~ Om<:ll COMMUNCAT10N 

DAft Api'U 3, 1,aJcl 

~~~ Mr. Co«a 

!here we a reconloa 1a \be ep.a MJ'taM ra\o for ohrlbc \od.q 

t ollowl.ac \be 4oolaraUOil )T ft.U llu'.a.l loeriiiC Ula\ \be o-­
II&Ch1M woul4 1nno'll a •••b'• ottaeln ..Uu\ tlla Woohra •-• ae 
aooa aa lll.U• pTa the '1101'4, Ia Aan~. tiM norll• rate .oTet ,.. 
t r011 3.57-7/1 h 3.51-15/16. Gomac'• UJiouo••• wae MAo ,l'lld prt.or 
t o \be Jw York opaaiJIC, !lao ft.rot C['QObUoa b•• wu 3.51, at o\ar1t.._ 
taU \ o o 1w ot 3.~ 1a the tt.rn hav fit tra41... J.r -•"'-• tllo :r.to 
had r ooo;.-od h 3.56--1/\. Ia t'llo -lT at•-• U ...- to 3·55-5/1 
aa4 ......- wUbia a Ml'HW NIIIO uUl Jut Won the oloao. m.. Nto 
t llea o4'1U004 oa - lata ~ at t'llo tlaal qaotoU• we ),5(,-1/ 2 • 

.b bU•tod "' \be r~onod •ww.-v ttcuroo, otor1bc rooot.ft4 
coo4 nppon 1a tbo Mrll:ot, aalal7 ae o ronlt at pvobaooo "' torot.ca 
bcll:o, 

lleloo ot ~t otorlt.ac '117 tbo oh: roporllac 'bollb totai.od ;.115),000, 
t r011 tho tollowt.ac ao\D'ooea 

a, oo__.oial ooa.oeraa • •• • •• • ••••••••••• • • •• ••• • •• • •• ••• . It 171,000 
J.r torotp -..a ( lodb Aaor1oa at ~ope) .... ... ....... &. 276,000 

Mal ...... . .... 1153,000 

lr a arolal ooeoeraa • ••••••••••• •• ••••••••••••••• •••••• ~ 297,000 
J.r torot.p 'bub (~•· ~nth .&aorioa-' :rv ... ) •••• &.w,ooo 

fotal •••••••••• a. 701.000 

!lao tollowt.~~e r•n111C llull:a ool4 oottoa llt.Uo total111C 1,25,000 to \be 
lrUhb Coatrel oa t'llo llaoh ot tbo flftlot.al rate at '11.,02-1/ 21 

lo 12,000 lr t'llo Wt.aal Cl~ JIIM 
7,000 lr u. a..z..av tnn o a v 

_.,:6;.:.r':;:rMI::;CI lr tM hell:ero ~ 0 a•v 
• 25.000 total 

1M lwtao hue, Wlola 11ae .._ Tt.n.llT ao .. , at 1a \be lan 

two ..... , .... nro ........... 22115. 1M alaot.._ -· .... I!MII.. 
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J. tln tndoaq baa cbarachrhe4 the quo\aUoa for tho 'belea 4ur1BC 
the paat woU:, but toc~&T it reoe4e4 all4 cloee4 at ,1706. 

!he other t.portant aurr.aeloo clooe4 •• followoa 

heull fraJIOO 
o.d14en 
Cau41aa 4ollaro 

Wo purcbaee4 tho followlJIC • ounh of col4 troa the ~ acoO'IUd 
of the 'baDka i lll!.icate4 'balOWI 

$ 25,000,000 froa t he llaDlt of la!glall4 
15,000,000 fro• the llaDlt of J'ruco 

• ~.ooo.ooo t otal 

!be J'e4eral Jle .. rw lleDk of • .., Torlr:: rapona4 that the followlac co14 
ahi])DeAh nro 'beiq -'- to i tl 

$ 3,3n,ooo troa Cenede, eh1ppe4 b7 t ho Je.llk of l'en"'•, Ottawa, for eale to 
the u. a • .Ueq otfico. 

1 ,692,000 fro11 Ital;r, ehippe4 'b.T the Je.llk of Ital;r, to 'be aarmarlcl4 for 
..,.....-~- &CCOIIDt of the li,I,S, 
$ 5,069,000 !obl 

!he Stdo Dapartaont fonarde4 to u a cable otatlBC that the follo¥­
illc col4 ehipaenh were 'boiac ...to troa lloBC ~ac. all of whlcll will 'be ool4 
t o the lJ, 8. Nlnt i a San J'rancioool 

$ 82~,000 ehippe4 b7 the Cbanere4 llalr:: of In4.1a, J.netral.ia all4 QUM, 

lloDC l:oBC, to the Banlr:: of Califor nia •· J.., San J'ranc1-. 
253,000 ehippe4 b7 the ChaM Banlr::, Boac J:onc, to tho Cbaoo •uona1 llplr::, 

San hanoiooo, 
146,000 ahlppe4 'b.T the •uonal Cit;, llanlr::, Bone ~ac. to the .Aaarioan 

-:----- ~ Co., San J'ranchoo, 
$ 1,223,000 total 

!be 1loa'bq o11Yor tu'aUoa 4ool1Ae4 to tho oquiftl•t of 38.761, ott 
ll/16, . 

!be Lolllloa fiziiiC ~J;:: for opot all4 forward oil't'C' 'both rooo 1/84 
to 20-3/84 all4 20-5/164 tiftl;r. !be lJ, a. oqulftlonto wore 32·90' u4 
32. 62,. 

J1aD17 IID4 Baraaa'• Httl•oat price t or foroip o11YOr no 11"benca4 
at 3~3/~. !he troa01117'• purcbaoo price for foroip oilnr wu aloo 
uncb•nc-4 at 35,, 
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•• _.. Une pw ' ... et 1111- \okl.S., 175,000 • n1 ....._ tiM 
111'1'11' ...... ...... Qt thh ...... 100,000 ...... "'11'•• ..... M1e 
fl'oll ._,.,. ull \lie l'"d•'• 175,000 --· -dnet et - , ...... u. 
fl'oll tonip _,ri .. , for fwuw& 4eU~ • 

• 
COI\!FfDENTIAL 
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JR 

Secretary of State, 

Washington. 

841 , Apr il 3 , 7 ) oln o 

PLAiif 

London 

Da tEd April 31 1940 

Rt c ' d 1:20. p.m. 

FOR TREASURY FJOM EUTTER'i/ORTH. 

1 . ~ucstioncd in thE House of Commons about Lord 

Stamp ' s statcncnt 3 to the ?rtss, reported in my 8261 

~ril 2 , the Chancellor of the Exchequer replied: "If 

the Honorable Gent lEman is referring to any s t atements 

in newspapers as to bu:lgct proposals; hE may take it 

that there is no sort of authori ty for any sort of 

statEment in acy newspaper on thE subject at all . " 

231 

2 . Yesterday Mont&v-u Norman and Catterns wErE 

reelected Governor and Deputy Governor of thE Bank of 

E.ngland respectively. This will be Mr . Nonnan ' s twEnty­

first year as GovErnor. 

3 . ThE principal South African Mini ng groups report 

an all time rEcord sold tonnage for 1l•t month ' s operati ons 

of 5, 049, 200 as compared with undEr 3 1000•000 tons crushEd 

a month in 1932 . 

KENNEDY 

lllcL 
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PARAPHRAII or TELEGIWI RJ:OIIVID 

J'ROH: Merioan Legation, Oopenhagen 

NO. : ~ 

DATE: April :S, 1940 
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Referring to my telegram no. a1 ot April 2, 6 p .m., 

the selling prioe tor aterling haa been fixed by the 

National Bank at 19. 80 tor the time being. 

'1'he tollowing are the three ditterent buying rates 

tor sterling: (1) a steady r ate of 19.40 tor export• 

ot butter, condensed milk, bacon, and eggs; (2) the 

National Bank wi.ll temporarily pa:r the aaae rate tor 

all other exports, inoluding industrial exports ot Danish 

products; (:S) the National Bank will pay the tree market 

rate (which is 18.a4 toda:r) tor all other sterling ottered 

to it. 

There has been a tightening or the foreign exchange 

lava. roreign exchange held abroad by Danish citizen• must 

nov be deposited with authorized exchange dealer• in Denmark 

and foreign exchange aooounts overaeaa held bf Danish 

citizens must be closed. Also Danish oitizena must deolare 

to the National Bank their investments abroad. 

Danish produoera of butter, baoon, and egga will, 

through a aubaid:r trom the Government, reoeive a rate ot 

at leaet 2l.6a on their exports to the British market. 

Plaaea inform Oo-eroa Department. 

A'l'UI\!01 

U:D 
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riOJll .&aer1ou ~ ... ,, ~an., rn...e 

~D1 jpnl a, lt.c), e p.a. 

10.1 ... 

J'CIIl TO !UUtJJlY. ,_,. JIAIWI. 

!h11 •l'a!q I 11&41 a OOliMUf eall OD the ... 

X1J111ter of ftaaaoe, X. Laoveu. I oollgl'atulat•& hJ.a 

oa bi1DC appo1ate4 X1n11ter, u4 npreu•4 the hop• for 

ooaUauat1oa of tile aue ooopanUoa vtl1ol:l. ex11te4 Y1tl:l. 

the priTiou ftaaaoe X1A11ter. Be .. 14 that 1:1.a 1a tlll'B 

k.aew nll the f!'aak aa4 oor41al oollaboraUeD vtl1oh 

ex1ate4 betnea oar leoretarr of tbe !rea•ur, aD4 X. 

Rlfl'&Ud, aa4 ult14 .. to uave leoretarr Xorpntl:l.aU of 
....... 
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1:1.1• 11Doere hope aa4 ooDf14aaoe that the .... ap1n t wo1114 

goTem fUture f1aaao1al relaUou betnea tile Un1 te4 

It&t•• &114 l'l'aaoe. X. Laoareu &4414 that l:l.a l:l.ape4 

to haTe t1:1.a pleuve oo .. tae 1a thl flltve of ptt1q 

to .k.Dow tl:l.a leoretal'f of tl:l.a !reuvr pereoaallr •u llil 
reii&1De4 u ftaaaoe X1n1•ter•. Be aJpreue4 appr1o1aUoa 

part1oul.al'l.7 of the tr1eD411 •4 IIDClerat...,..,., atU nae 

ahowa NO&atl7 tonl'4 l'l'uoe bf ... retarr Jlel'patl:l.a 

4viq aa 1Dten1ft' Y1 th Leror-Bealln ... , Ul7 1a 

worb bat 1a uuoa•. 

!Jw ll1a11tl!' uke4 10M peHiUDt qUIUOU with 

o1w1 ... 1atareet alloat auUMDt 1a tale VaUe4 ltatea 

... tbea Mollbt IP tbe .,._. ., 
Regraded Uclassified
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ot trano and eterling behaYior on the tre~ market recently. 

He hastened to aseure me, like othere here - reference, 

telegralll ot April 1, lo • .U7 trom the bbuey - that the 

drop in the trano Yalue wae eolely the reault ot ite tie-up 

vi til sterling, and that the drop 1D no way wu an indJ.oation 

ot intrineic we&kneee or any faul t ot French adainietraticn 

ot exchange control. He said in ettect that in their 

recent meaeures the British had decided to take a riek, 

but it they had correctly eetimated what the reeult would 

be, they would probably have gone ahead more slowly. 

H. Lamoureux sai.d that i .n any event he had the i11preesion 

that the ratee were stabilized now to a certain ex~ent. 

He made mention ot tile •possi bility ot oounter4oting1 

meaeuree on the part ot the United Statee, with ~parent 

understanding ot the possible need therefor and without 

orit1o1sm tor euoh measuree. In hie reoe~tion room there 

were a number ot deputies waiting to eee him, perhape 

eignit1~ant ot current political uncertaintiee. I gained 

the 1.mpreeaion that he doee not haYe much tue to make 

a etudy ot the problema ot hie new poeition. 

At lunch today I waa told by K. de la Bauae, the 

Director ot Div1eion of Political and Co .. eroial (oaieeion) 

at the roreign Ottioe (he baa been giY1ng hie t1ae to 
' 

probleae ot the K1n1etry ot Blockade and fra4e Agreement•) 

that 
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that the end ot th1e week hi vu goi.ng to London to etu~ 

waye and a.eane ot 1 t1ghten1ng up1 on Ital7, eaying that 

(Hiru.Jl7 11 being euppl11d b7 ItaJ.¥ on too s.portant a eoale, 

1n particular Y1th oile and tate and petroleua products. 

X. de la Bauae ie in taTor ot t•k1ng a stronger stand 

immediatelr to bring down theee blockade leaka through 

ItalJ'. Inoidentall7 he adde& that !witzerland ie etill 

getting ita oil through Italian eourcee , and through th1e 

aeane Italy 1e acquiring toreign exchange, but einoe 

Prance cannot turn1eh the neoeuarr transportation taoil­

it1ee it hae no obJection to th1e. X7 contact ie aleo in 

taTer ot doing eTerrth1ng poeeible to etop Bhipaente ot 

iron ore to Ge1'111&D7 troa Sveden; he mentioned the ah1paente 

through •arT1k in particular. Proa the .UUee1 point of 

rtev, he relllal'lted, the problea ie a d1tfioult one. HoveTer, 

pointe 1n faTor of the Allies are the faot 1hat Lulea ie 

open onlr tour months out of the rear, and it ie a further 

etra1n on the oTerburdened traneport eret• of Gel'lll&D7 

to proTide added rail transport tor eh1paente through the 

eouth ot Sweden. If the Geraana are reall7 to uae the 

railroad to eupplJ' ooal to Ital7, the latter point ie 

particularlJ' pertinent. Rovner, X. de la Bauae eeeaed 

to be eltept1oal ae to whether Geraanr would do thie. 

Stooke of iron ore in Geru.ll7 are probabl7 ooneiderable, 

hi 
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he &am1tte4, but he .. eM4 o be of the op11l1on that ou 

of the •oet effeot1Te eoono•1o Ye8PODe for the All1el waa 

to stop s~u.. thereof. He ee ... 4 to be opUuet1o 

with re~peot to ferro-al.l.oJ•· 

DD 81C'fiOJf8 OD 'fO SIX DIOLU8Ift. 

XUJIPHY. 

• 
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Secretary of State, 

Washington. 

CJRAY 

P.Al\18 

Dated April 3, 1940 

Reo 1d 4:2'7 p .a. 

42&, April 3, e p.a. (SECTION SITIN) 
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Toda7'• Journal Otticiel publishes a decree proYid1ng 

tor the organi~ation and dutiee of Mlnietr.r ot SUPpliel under 

Henri Queuille (Daladier'e Xinieter of Agriculture ). It il 

to be in charge of the provieioning of military and civi l 

population with agricultural and food product• and t oreetry 

products. 

The J ournal Ottioiel also publiehee in arret e of 

Minieter of Public 1forke regarding the rationing of coal 

( IQ' telegram No. 323, Xaroh ll, 4 p.a.). J'or purpoeee ot 

rationing conauaera will be divided into tour categoriee 

namely: 
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Secretary of State , 

Washington • 

GRAY 

PARIS 

DatEd April 31 1940 

Rto 1d 5:55p.m. 

425, April 3, 6 p .m. (SECTION EIGHT) 
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(onE) Public services of an i ndU3tr i al nature such as watEr 

pumpi ng stations and garbage incinerator plants ; (two) othEr 

public EntErprisEs i ncluding Government offices, schools, 

l ibraries , hospitals , pri sons , seminaries , convents, labora­

tories and EmbassiEs and consulates; (three) commercial es­

tablishments, "small " indiffErent enterprises , 1 , c ., consuming 

less than 20 tons of coal pEr month and(four )pri vatc housEs , 

The consumption of coal by thE first thrEE ca tegories of con­

sumers will bE rEgulated by special instructions issued by 

the Minister of Public Works to thE prcfn ts . These will 

call for a dEfinitive reduction of their coal consumption 

below their average annual con~umption during thE past two 

years , Coal r ation cards will bt issued to privatE housEholdErs 

ThE sEcuri ties markEt was definitely weak today on 

furthe r profi t taking, recent hostility toward FrancE dis­

played by Italy, and growi ng political uncertainties wi th 

rEgard to t hE future of thE REynaud GovernmEnt, Most 

variablE 
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-2- #425 1 April ~, 6 p.m. (SEC EIGHT) from Pari s 

variablE rEvEnuE issuEs wErt down about ~%. REntra, 

howevEr, showEd grEatEr rta1atonoE and loat but minor 

fraoti ons on thE avcragE 0 

(E..'W OF i.!ESSAGE") 

MURPHY 

239 
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llEI.:O!WIOO!t 

April .3, 1940. 

TO: Secretary llorgenthau 

PRO!.!: 1:1-. Sull.ivan 

I met Laughl.in Currie at hie request in the "Library" 
of the Rogera Smith Hotel. Currie wanted me to know that there 
was being considered aerioue:cy- the adviaabili t;y of introdueirl 
a tax bill, however flltil.e it might be . There was a aM thought, 
that since the Preeident 1 s budget messase pointed out the demand 
for $460,000,000 adMtional revenue , it would be political:cy- de­
sirable to follow up this demand with at leaet a gesture. CUrrie 
said of course there would be no need ot a tax bill this year and 
there was no da~er of exceeding the debt lillit. I disagreed 
with him on both counts ani then he discussed the manner in wh1-:h 
certain agency accounts had been an:! could be shifted about. l!e 
also referred to and appeared to be very much interested in the 
additional revenue we would get by expandi.ng bureau pe.rsonnel . 

¥/e also discussed the repeal of exemptions on future 
Government securities. He seemed to think thst this was of no 
importance, because it would not yield &r\Y substantial imcediate 
revenue. Later, be concurred with t111 thst this would ha'nl to be 
done sore time and this year might be a good time to do 1t, 1t 
there were to be a tax bill of any kind . I agreed to talk with 
him about the matter next week, arter I had had time to think 
over his proposal. 

The on:cy- comment I made was t hst the introduction ot 
a tax bill of the "gesture" type would inevitab:cy- attract ques­
t ions as to the shifting about of accounts, which might not be 
des.irabl e at this time. 
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I'ROM Mr. CocbrM 

DATE J.pril 4, 191i0 
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Kr. llaurlco St. O.ruu, J.eohtaDt ,.~r of tbe Oaanmt7 !ruot Co~ 

1n Parle, ..tlo wao ~ oouroe of soh fordp ncben!" 11lfonoaUoa for onn 

:rearo, otopped off 1A WuhlJI&\on TO•hrda;r to oee M, ..tlllo earouh froa Parle, 

rta Nev Toric, to • ., Ol'loaDo, 11hero he will Tldt for a few ,. .. lea with IUa 

wife aa4 ch114Na, who wro Mnt to thol '0'111to4 Stat .. froa Parle lut Ootober. 

Kr. St. O.....U 1e .., allooluh17 hcn11t b&JIIcor, with eplo...Ud IOW'Ceo of 1n­

fonaat1on ill Parle. He told ae that 7~ of the otatf of lUI b&lllc ha4 beea 

called out for a1l1taey .. rrtce. The ...aoaaoln haTe been filled 110ot17 wHh 

wo .. n. lor o1x aoatho the 'beak hu paid aalartn ill tull to tho e~~pl071 .. 

called to the colora, 1nat bec1Jm1!114 ill ,..arch wao to ro4uco the lenl to ~. 

ill lceepl114 with tho practice followed, I hel1ne, h7 tho :Ballk of J'raDce. 

St . Gerulll aald that the buolneaa which hh 'ballk could trau.ct wao 

necouar117 II'GOh ro4Dco4 b7 :l%oh•=co Control ReplaUou. !holre h now no of­

ficial ereb•t- azbt .-1 St. Ge~ill don not «e 4&117 to the bour .. aa here­

tofore. Hh prlaolpal taalc conehh ln COIIJ)111D& reporh to the J'renoh J:x... 

chaJI&o Control of thol lillited tr&~~.a.ctiona which the 0uaT&I!.t7 Tru.ot can perfona. 

l!e aald that the paper work ill'f<llnd was troaeD4oua. 

Ill auwr t o ~ qnoaUon aa to who waa actual17 haii411Dc nchnco control, 

hi -d the three forMr Inepoctora of :riD.aD.Oo ..tlc are runnblc the a;raha. 

'l'he:r firat took epace 1a a br&D.Dh of the :BNik of J'raaco in the uptown d11tr1ct 

of Parle, hilt wre aubaoquoat17 oblicecl to ooelc larcor quariera ..tlon the otaft 

grow to tlppr0zlaato17 three t houu4 people. St. Geruln otatod that T&rlou 

Jre110h K1111atr1 .. wre oUll aalciJI& purc.haooo on the J.aer1can aarlcet throach 

unofficial J'roaoh fraDCo. I haTe aoaUoned to h1a that our report• froa 

~!atthen iD41cato4 tho 4eo1ro of tho J'rench K1n1atr:r of J'1nanco that appl1ca.­

t1on bo aa4o for tore1p oxobaJ1ce t o ~ fer all a'IICh purc.haoea in the 'Ollito4 

Stat01, in order that tbe creation of tree franc balanc01 u::r be a'f01decl, 

)(r, St. Go~in told oae that Kr. friable of the J.aerican laboiiT telephoned 

h1a nov aD4 then in recarcl to a proper tranalatlon of aoae J'rench pbrue in ex.­

cb&Dce rer;alaUou, but that neither *tthon nor !l'riooblo ha4 replar contact 

with h1a. .u the Treaaur:r 1a ~. St. Geraa1n wao ~ aoat dopeD.clahle aource 

of e:zchance 1ntoraaUon duriDc rtr period ot eerrtce at Parh, aD4 I either 

tallced with or da1to4 IUa 4&117• 

St, Gerwain otato4 that Keaare. Jq an4 ronno47 of the l'arh fino ot 

lCorpn u4 Coap&IIT are aow u •- York AD4 that Kr. :Beru.rcl Carter will Jol.n 

thftl tholre TOrT ahcrt17, !be7 are tl'711le to 4oc14e 1A !rev York -..t fora 

the Pario concern eho'llld talco tollowil!.& the oh&Jlce in tbe aotup ot J • P. Worpn 

and co...,..,. 1n !rev York. The idea ot &1!. ~nc:r 1aYOlT .. certain d1ff1cult1eo , 
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parUcnala1'17 u a nnu of .&Mrs- antral.S\7 bchJ.aUoa. !bat s., • 
eceJ1C1 \uk 1a Parte _..t lanet Sa J'niiOll Gon~t UUe er aoho er 

241 

otller tJPI• of etato Jllllll1' Sene& nk~ to tllo 4ah of tiiU' .UnUtT 

tp, St.. Go~a oa14 that. t.llon So AlnlopSac -14HPlo "-'-•' 1a 
oft1o1al olrolot ta Parle .,..Sut .&MrS- ac-T \uD 11111oh aacopt bpo.Sh 
Sa truiDe llllt. are u\ wUlSac t.o iJiftot t.~oo tnaoe Sa :rr =) wr 1-. er liN 

aot otllerwilo fluAoillc J'n110h aon..-t. nqatro•ah. 

JC.r. ft. Go~a eWo4, 1a uner to .., 1aqalrJ", that lifo in Parle wo 
aot PT• .. llal. rMoatlT Rfforo4 a bralt111 ana 4at to a fall 1A t.llo 'bllillk­
n.t•. .. ..S4 prlo11 wn co sac 'liP I t.hno 4-.,1 a 'lllllk wro -u .... aa4 
raUo• oar4a wro to 'lie arruco4 for lJl April. .. thnP' t.llo ralo prohi\tt­
tac the eal.o of Uqun, ot.llor tlloa wtaoo a4 ........,._ oa oorlala a.p wore 
vteo, o1110o tllo popalattaa lla4 'lie• 4r1111nac t.oo .oh Sa • otforl to ferpt 

iU t.l'OIIllloo. • oa14 t.lloro wro aot. ~ b!Uah eol41on -• ta Parle, -
oopt 7-c offtoero of t.llo llrlUoh J'lTiiiC Oorpo, 1lllo froq-t. t.llo OrtU•• liar. 

Ia unor h .., lllqUrJ" u t.o w!Mt.llor a Go- aUaok wo npooto4 \hie 
oprlJIC, St., Go~ aa14 ~ UrftUQie Gil t.llo parl If the J'nMh 1o borou­

lJIC u goo4 watllor •-•· llllt. thoro So b7 ao -• a paoral ooanoUoe t.lla' 
u attack will t.llll:o Jll.aco. Ill u-r h .., tvthor 1aqalrT u h •t~~or :r: ot 

elpt attaok Oozw.-.,, St.. Go~.a r141orale4 tllo 1411. .. ot.at.e4 t.J.at. t.llo :rr-11 

aTWlon plu lla4 4onlopo4 Sdo a croat. oo=w'". • ..S4 l'raoo 414 aot. han 
at pro-t .. ro t.hu OM !lu4re4 a4 flft7 'babero 11111oh U ooel4 p&t lJl t.llo 
air. !!lie lloraao (t) ttpUac Jllaao• wro prOTiJic a croat 4luppol•t.-t. !h87 
will z 1P 1• tho air OJllT OAo u4 thrH-prhr hove. Dulac that U• tllo7 
oplettor .. .oh oU ta t.llo pilot. '• too• t.lat Ill to l~ 1t Ill ,.. .. Ide plaao 
4ow wtt.bollt atohllp. hw pUoh 11an t.llll:ea .-h pluoo 11p .. ro t.ha t.llroo Ua11 
witholat. u aco14oat. 

1fbea I tol4 It, Oona1a of tllo reporl TOotol'tq \hat hob br1 WU • • of 

t he Ba41c8l loot8ltot loaolen aow hee41ac u aUIIIk oa .. , 1 ', with t.llo hope 
of rotvatac n.l.aoltor h \he Proelorohip, St.. Oo~a ..S4 Ill ooal4 roa411T-
4oretaa4 t.hio. t.oolloabro wo a JOIIIIC - of u parUoalar rop&taUoa ,._ 
Dala41or t.oo1t lllh hie Ca\tut, wtt.h t.llo wra aaon-t. of a hi&ll .&Mrloaa 
offloial lJl J'ra.aoo, aa4,.., 11u oornd. u .llr Klllht.er ....S..r ,.,_,,or at.U 

lo7MK t.ooll: ottloo a fn a.p eco ..a nopleol4 la1a 117 uotllor -· !'Ill J'n.:lh 
are croat.lT 41uppo1ate4 at. t.llo 1M* of procrooe ..a. lJl tho awtMloa procr-
111111.r T.vwno M4 llle ohtot, ,.,.,,or. u to pottp t.a.at. •=•or OalU.U 
roca\lT l•aollot wtoleat. oh&rpo ••hot. DaJa«1or .... Iache 'n, Sa a ooorot 
Soaat.o ooeoloa, for t.llolr oCIIIhot of tho awtaU111 pnc:w. fhto h .-..pooo4 t.o 
haTe 'llooa oao of tllo _ .. l..Uac to Dal.a41or1o 4owfall. OalU-.z h .U 

to haTe t.olorato4 Jla1841ora '*11• loacor oal.T 'boo•••• Ill Jaww of ao - \ot.t.or 
to roplMo h1a. 

row t.lla' ll.l'r ' · h 1a, 11Ub •" ooatu- to tuptrot. rorrf 1o -' 
truto4 lJl ts-s.t aUt.oro. n to roporlo4 ••• 11o 1111e \ooa .Una h oo:ap:r 
\llo poet. of KWnor ot JIIIJllUIU Sa orter \o \o Sa •• all ot t.llo -.Sac -
baoh ... ~t\14 oorlala lHpMle• a4er till .-h•l'l ,., ..... 'IIIIich 

8llow4 LuerA Jnroo \o eoaol ou of t.llotr - to .&Mtor4aa 11114 tlloro "P• • 
Offloo ta-p 11111oll \1'1 nf"'U Wlh _. ..U 1a ..,.nl&U• I!Pilll\ tiM 
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CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATK April 4, 194o 

TO Secretary Mor1entb8u 

,liON Mr. Cochran 

The aterli~~t; rate 1'luctuated 1n an i rreplar MDAar tcdaT. .After openi~~~; 
at 3 ·5~-5/8 , the quotation roae to a hi&h of 3 . 57- 7/8 111 tbe llid-IIOrDiD&• It 
then turned downward and in the noon bonr, bueineu wu done at 3 . 56. DllriD& 
t he afternoon, aterl1ng IIOYed higher 111 a aMll aarlcet. It elooed at 3 ·!i7-l/4. 

The reported YDlWDe of sterling trauactio111 renal &11 exeeeo of 111l1o onr 
purcbaoeo amounting t o 1.320,000. The Federal Reoern l!IUllt waa informed that the 
llew Yorlc a&eney of the Chartered ll&llk of I1141a, .iuatralia &114 China wat a cood 
bu;.<er of t terli~~~;. 

Salea of &!)Ot aterl1D& by the aix reporti~~& b&DD t otaled 1.672 ,000, fro• 
the follow1~~& ooureeo: 

!7 eoac.ercial eonee.rn• •••.•. • • • • ••• • ••• • •• •• ..•.•••.••••. . 1. 128 ,000 
l!y foreign b&llko (1\lrope, Far !aa t &lld South .beriea). •• ... , ~4,000 

Total •• •• , 72 , 000 

Purchases of opot oterli~~& a1110unted to 1.352,000 , ao indicated below: 

!y eo~ereial coocerne • .•.••••• ••• • • ••.•.•.••. • . • •• •••• •••• , 177,000 
By foreign banks (Far last aDd lurop•)• • •••• • • • • ••• •······ ·' 175.000 

Total •.•• , 352,000 

The following reportinc; banlco told cotton billo to taling 1.42,000 to the 
3r ! t 1oh Control on the bello o! t he official rate of 4 . 02- l/2: 

I. 15 ,000 by the Ohue Nationel l!&Dk 
13,000 by the liational City l!anlc 
9,000 by the l!anlc of ~1anhattan 
5,000 b;y the Guaranty Truot Co. 

iO 42 ,000 Total 

The downward ..,.,..Mnt in the belga which atarted yeoterd81 continued in 
tod8l/'1 o ~ltet . 'l'he f inal quotation for t hat eurreney v ao . 1703. 

The Canadian dollar i~rond in a .... r ., t h in ..rltet a114 it clooed at 16-7/ .. 
d!ocount. 

The other i~ortant curreneieo e1ooed •• fo1lovo: 

French truce 
Ouildero 
Swiu franco 

.0202-1/2 
·5309 
.2243-1/2 

Regraded Uclassified



-a- 244 

!be JMnsl.Hne Jealr ot lw Toft: NpOI'M4 \M teU.WUC abl~t. ot 
pl41 

$ 3.521,000 tna lov.\h Mn•, ablJIPM lo7 u.. S.tll Mn- .., .. _ lulr ._ ._ 
1e6enl. ....... 'luk ot ... Taft:, to H ..narD4 ter UIIU\ ot ... 

Juk ot ~-
3.273.000 Ina lntll Mn•, ablppe4 '117 Ulll lntll M:ri- :ll"n. Juk to \M 

:r.un1 heene Buk ot •w Toft:, to lie •nu~D~& tor_, ot tile 
.. ~rlu4e Beak. 

2,257,000 tna ., eM. *lppe4. '117 tile luk ot .,, .... to tM J.Unl ... ne 
Juk ot ... York, tor aoonat. ot tM lwha •u08al J1uk. !lla Uapo­
a1Uea of t.hh ablpMB\ h •=t= sa a\ Ulll pre ... \ t.t.a. 

731,000 tna lln4aa, all1ppe4 ll;r \M llo~ Alr\lallolacet. to \M lw Toft: 
r-:::"'"':l~= ~t. Co., ... York, for aala to tM U, a, .ial87 Otfl ... 
• 9.788,000 fet.al 

b SW.ta ])epal'taaat. torwardM. \o •• Dalila• eW.Uac \hat. \ha follCIWlq pl4 

ehlpMa\e vcnal4 lla ...S.e froa In" eM, all ot whioh will lla ao14 to t.11a u. a. "-187 
ottlce at. Iw Tol'll:l 

$ ' · 790.000 npre ... uq tllree ablpaat.e '117 s-1 lloa\&p " eo •• Loa4oa, t.o t.bll 
Baalatn 'fru\ Co., ... Ton:. 

1 ,397,000 ablpl)A4 ll;r Johuoa MaUba7 II Co., Loa4oa, \o Joluaaoa Ma\Uaq II Co., 
llew ton:. 

507,000 ablppa4 'b;r Plzl.a;r lo Aell, LoM.oa, \o llu!Dira 'frut. Oo,, Iw Toft:. 
211,000 ablppe4 ll;r Se•el lloat.acu & Oo.. LoM.oa, \o t.bll Ceat.nl llaaonr Beak 

u4 !Nat. Co., ... Toft:. 
12,000 ablppe4 l17 \ha 11.14laa4 Beak, LoM.oa, t.o \ha Mea Beall: OollpOraUoa, 

JJw Ton:. 
T$-::5-:. 9~17=-.""oo""~ to\al 

2ll.e Boaq allnr qaota\loa roae t.o aa eqv.haleat. ot 39·1161• \ha pia ot U/'161 
exaot.l( off .. t.t.lq :r••ta~1 • loaa. 

Ia Loa4oa, tile apot. aa4 torwar4 allnr prioea ware \lo\h t1D4 at. 2G-3/1IJ,4, 
rap.reeaaUa1 a 41ol1M ot 3/li4 u4 1/'64 reapeoUnl(. !lla tr, a. eqv.l~t.a were 

32· 33# 11114 ,32.15'· ' 

J1u4T aa4 llanu'• .. u~at. p:rioa tor ton~ ~ll..r,.. •Mbnpf at. 3"--3/'4#• 
!be !raNU7'• pUob.aM pl'ioe tor t'!nlp aU•er wu alao u•.-pf at. 35'· 

We ..U tCIIU' pu'Obaaea ot allYn \ot.altq 191,000 -•• 11Mn tbl aunr 
Pluobue -'ct.. ot t.hla _..,, U,OOO -• npreHatl& a eel• Ina laftator;r, 
all4 u.. n.lU., 173,000 au-a ooula\a4 ot- proaa\loa tna tereS.:. -\l'iee, 

for torw&M Ullfti'J'• 

C~NFIDENTIAL 
Regraded Uclassified
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To a.or••al'7 Korpan• 

FROM Kr. Oocllraa 

.U 31115 \Mo aftenooa Kr. '-neal• \elaplleae4 .. froa \~ Br1Uu 

labaeq. Be o\a\e4 \11&\ ~ wu klkillc h • la P1Aua\1 o abooDOo. 

'-rocalo 1'8p0fte4 •lla\ Mo AaM8..._ 11114 oM "elf hnr earlier .... 

a aoh \o lecra\&1'7 of 1\a\o 111111 -ftl'iac a ••oaco raoo1Te4 troa U. 

Br1Uall Qoftruoat. '-rao&l• -noet tMo WloflT. J.a a raftlt ot U. 

O..Ur la OOIUIOll 11bloh took often Karah 25 la roprcl •o ;pepoa for oon.ta 

Br1Uall o:11p0rh la toratca cvroaol .. or oftlolal ohrllJIC, \~ Br1Utll Gowra. 

aet Wl4ero\oo4 Ua\ •1111 "-rt.oaa Oonnm.t wa oouUortac \llo CMOUoa of 

tbo -wlt.oaUoa of looUoa 522 of \1111 t7aUe4 ftaho farltf, !be a-!Utll ~ 

..n:et tllat tho .-oJ.II: ot t~lr lllpono lato tiUo oouat17 are •-Jon \o e4 

ftloroa duUoo. fhq roquete4 :PO••~• ot ~ I!PPll•Uoa of a an 

&rnJICO••• pn4hc tho roMlp\ ot aa uplaa&Uoa wbleh \1111 llrlUu Gow1'U01l\ 

wu ooUlac, •4 wUbala\ oppornaUT for 41-oloa with \~ Br1Uu •louq 

lloro. J'vt~r.oro, '~ .t.allaooo4or otfere4 \0 pr..owe troa t.o1l4oe. uq lato­

Uoa 1a -~ pr..tooo 11bloll n.o freonl7 D.,.n-t alcld uolra u4 11b1Cih 1o 

no\ 1-Ua\olT aftil.o)lo ~ro. Ia uowr \o OT queUoa u h wllo '~ ottloor 

1a the ~-·• ot lkh wu 'IIIIo wwt4 roooln •Mo •ooaco. '-rooale aall 

U wa J'olo. I \114 '~ feiiWC' \11&\ I wu ao\ 41reo'1T oOIIOG'M4 wUll \1111 

can- propotlUoa, lie.\ ~4 pooo oa to OT oou-cuo tbo lat-'loa wbllh 

he he4 ctna, u4 for wioll I tbeake4 hla. 

Upoa hraluttac t~ \olopboM ooanruUoa, I pr ... tlT pn •• toroplac 

b.tor•Uoa \o J.o\lac loorekrT Boll, wt1o aa14 1111 ~4 ctn \1111 »0001&1'7 la­

e\l"QOUou h Kr. o.us.. 

,. 
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Mr. Llnao7 of \be Skto Departa•t tobpboll04 .. d 3130 \hb llttu­

nooll to quote a tolocr• which hia JltpRWIIt M4 Jut rocelft4 boo• Mr. 

l!aM'q Gl\1011 of IJow Tarlt 111 ropr4 t o tlw bri kUoll which tho AMI'10811 

CH4Horo Siullatlll CoaiitM M4 rocolft4 to ... t at 1o .. to 411cue ' 

with tho llutoh, hi•• Ul4 Bolclm crcn~pe, u well u roprooe•ktina of 

tbo Rel cha'bmlt , \be quetlo11 of COIItizro.iiiC tlw hUid.atlll ~-11t which 

explroa thh SprlJIC. Mr. Llneq Clllltellplato4 4raftlJIC a ropl)' which Yftl4 

indicate that the OonnMnt M4 110 c-11t to ub 011 the pr opoeal , 'lrd 

vau14 llltorpo .. 110 obJection to tho trip. I r .. b4o4 Mr. Llnaq thet a 

ao•evhat llllilar aUlWo ho4 'boA taltoll lad Alltaa when lonuq c- to 

WuhiJICiOII to talk onr AMI'lcu partlclpatlo11 ill a uw StD4d1ll &rrJliiCO­

MIIt, &114 thet I thoucht hil MplT YU acceptable ae tar &I tho Tre&IUl'T 

vaa collcerllo4. Be prollieo4 to eu4 .. a cop7 ot the tolot;r&ll tro• Mr. 

Gl'baon, u voll u a ocp7 ot \be Stah Dtpart..11t1a npl)'. While I wu 

atill epeald..,; vUh Mr. L1T .. 07 he wu o'bl1p4 t o cut ott to colltor with 

the Pueport l)lrlaloll in recar4 to ~11catlou which wore alre&47 'bolJIC ro­

ce1Te4 fro• member• ot the '-erlcaD Bmltera croup vho conteaplate colD& to 

Rome. 

• 
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. MR. IENTHAU'8 01'1'1CE TO-

.IIr . Bel ... . ,_.,._ 
Ill'. oae~on ... . rolq 
Ill'. lull han 11r. ora.,.. 

llr . Allunder 
llr. AlliD 
llr. hr~eu 
l!r. lle~llelder 
llr. 0. 8. Bell 
llr. Berkehlre 
llr. Bernard 
lire. Be~U 
Ill' . Blrcte14 
llr . Bloup 
llr. Broupton 
llr . Bryan 
llr. Cochran 
llr . Collie 
Capt. Collin• 
Mr. Delano 
ll lu Dluon4 
11111 Flanesan 

.. 

•••••• ........ 
.... llall 
llr • .._ .... ..,... 
... . llarrie 
11r. BelTeriJII 
llr. Irq 
llr. lvliu 
llr. 1:11117 
lllu LorUpn 
.... lieN ..... .,., 
llr. ~· 
Mr. SlOAD 
Mr . SpaDchr 
Mr . TarlMa 
llr.Upbul 
llr. lbl~e 
Mr . lll•on 
llr. YOUDI 

... 

I 1 

.. 
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DEPARTMENT OF STATE 
WASHINGTON • In reply refer to April 4, 1940 

u 862.&1/4807 

IU 

The Secretary ot State preeente hie cc~liaente 

to the Honorable the Secretary ot the 'l'reaeUlT, and 

enoloeee for his information a copy of a telegraa 

dated April ~. 1940 reoeiTed trom Mr. Harvey D.- Gibeon, 

·~ Chairman, Aaerioan Coamittee of Snort Term Cred1tore of 

Germany, Xanutaoturere Trust Co~any, New York, Xev York, 

with regard to the contemplated Journey to Rome of 

repreeentat1Tee ot the Committee , to participate in 

a meeting to prepare some arrangement tor extension of 

an ex1eting agreement expiring Hay ~1. '!here ie alec 

enoloeed a copy of the Department ot State'• reply 

to Xr. Gibeon. 

Encloeurea: 

1. Telegram ot April 3 
trom Xr. Gibson. 

2. Departme.nt' a reply 
thereto. 

248 
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TELIGI\AX RECJ:IVED 

7wu eb 160 NT 12 EX 

CD NEW YORX NY APL 3 19'0 

The Hon Seoy ot State 

WDC 

Committee representing American banke with short term 

credits in Germany hae been urged by oreditore in Ho~land 

Switzerland and Belgium and by the Reichabank to meet with 

them in Rome end ot April to try to prepare some arrangement 

tor extension ot existing agreement expiring Kay 3let 

s.top To t his end the co~~~mittee has decided to eend 

representatives to d iscuss and it possible prepare some 

agreement to be signed only it oolllmittee here approves atop 

Wish to adviea you ot this since should American government 

have any o~Jeotion to this course we would Wish to discuss 

matter with you stop Meanwhile passports tor following 

persona are being applied tor and the committee requests 

same be i s sued tor necessary travel Andrew L. Gomory Vice 

President Manufacturers Trust Co, !wen C. MacVeagh, 

lawyer with Davia, Polk, Wardwell, Gardiner and Reed, and 

Louise T. MaoVeagh other names to follow 

HARVEY D GIBBON Manutacturere Truet Co. 

Chairman American Committee ot Short Term 

Creditors ot Garmany. 

Regraded Uclassified



Ap ril 4 1940 

Ia ..,s, ,.,.. .. ..... u,.., 

.... ,_ ,. 
I ,., 
<> 

"' t--~ 

"'-
.... 

- ....... et'-eat 

............. , u. .... , ... .,.,. .. 1··- at 

_..u •· lt40 .,.....~ Uw ....... 1aw J••wt " 
._ of ,...,,,.tatlfta at ~a 0 ,, ... at ... ,.. , ... 

CnatiN at •• .,, 'a puot1alJata &a a ... ,U. ta 
, ........... Ul Jl ., fa. atiM~ at 811 aJd.ltl .. 
..,._ .. •JIPll'lal.., st. 

'I'M ~aat 4111 aat wt.all " ••••• .. "'a ,... 
Plla& .. u .. of \!Ia C-'Hee. !be appllaaUe• fW 

........... wtallll .., bl •'baltta& ,.. \!Ia ~ ...... 

u;nuatatl ... wtll 'bl 11..a PI $\ ooMU..tlH -
tU q:;s tStlate U'f'td. .. at \M 11 .. & 1 tat • 

• , ..... lr , ... a, 

~ ,... tM •••••..., at ltatat 

~ 
tO 

~ 

41. •• 
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TREASURY 0EPARTMENT 

TO STRICTLY CONFIDENTIAL -
J.t 2130 \bh aft-• I ~Te4 Ill', ~ •• llll AMrt- aut- 111ao 

repree ... h U.. lahree\1 at \hi :ha ~1- J.lrw.p 1a the Clb1a •u--.1 
.I.Ti&Uoll Coi!JIIUIT operatlJic lathe Jar •n. W, uUJ'e•e•..,•c h Ulat We 
eoncel'll h omed 115~ '117 the :ha .Uerl- aa4 55~ '117 tM Ohlaeee O..ez \, 
C~taill Collllle be4 _,Ill', Jlerue to .. aa4 epolre to .. - the tel~• 
about hla, 

Wr. B&rnee •211lalaed tbat hh CcMopeJl7 be4 for - u .. lllpll'l-•4 110 
c11tt1cult7 1a embe•clac lh Ohlae11 auze1107 reaelpte for forelcla em,.np 
t o thl enent 1lblah U require4. ])lfflaul.U .. !~aYe ftl'i- reoOD.t}T, bo .. 
enr, ADA hh CODOenl le IIOW 110-htlJic liON Ohl•M CU11JOC7 Ulfta U 61-
oiree to bolA. fth toW h aow arcnm4 $2.000,000. Ill', llftl'aee ~1'14 ae 
to whether hh 01 pa7 aaul4 1oGit for ..:, a .. htuoe troa the lt:lport-x.ort 
Bal>k or troa the 11.1w are41 t 'llbloh he '11114eret&D4e the bporl-IJiport :Balik 
h now en ... dl.llc to Ohla. He e211la1lled that hh Ooapea7 woul4 prefer to 
illOUr 11.0 loa,.. btl.t wo1114 Ulre to ban the faollU7 for tra411le 1 h Chill .. , 
currenc7 1ll a&aiut 4allare 1ll order that aore &lrplaue ADA equi)iiMat 
therefor 1a7 'Ill parahul4 ill the 'Oillhd Skhe for the Jar Su\erD .. moe. 

1 told llr, Barn .. that it •• rq illpr .. lioll t .. t the ~t-lllport Jlllak 
col>ld aot .U:. &11.7 11.1w oredU, 'bl7oll4 that for .3),000,000 aow 1IJI4er 0011.\­
platiOil, for ..,.. ill Ohllle. I a4rtel4 h1a \bat hi a!IM" lreep 1a tnoll with 
the Clduee mthorlU .. IID4 ed oor to !~aYe \baa __..lr: _.... of thb 
credit to talre oue at llie ,......, e1110e llie air .. J'Yloe - eo e11elltlal 
to Chlu, He 12Plalu4 that hi had alreaq lila 1• tGIIOll wltll IIIII', Chi&, 'llbo 
•••med ~thiUo, 'bv.t wbo etated \bat flllal &eohlou Net wltll Dr. Jluc, 
Since llr, ll&nl11 •2Plahe4 \bat hi hae alo M relaUOiltl wltll IIIII'. bile. I 
reco-414 \hat 'hi talre the •Uer 'IIIP wltll ~. I pr01d11d that lf I had 
a ct.Dce I would ..:, a coed word for bJ.• to llr, Ohlll or IIIII'. loollheed, 

llr. ll&nlee IIIIPhaebed the ~ t o 'llbioh Ohl• h 110w ~olat 1IIPOil 
alr oo-.oioatla. HI bopee h1e eeJ'Ylce wlll ehort}T lleCiA trlllleporUac 
wood oU to porte M '2110J't to tll1e 0011D\J'7, • • ,.., .. - iatereeUac 
e1da JIPh 011. the UfflANl.Uee of trauport&Uoa '117 la.d 1a Clld.a, bcl..atac 
the proou._ at Olt.S.M .. eo.awa chaff-• aot aa17 to n-.1 the peoU. 
btLt &leo 'to ra -... wUil the traalre, •• eald \he\ -.ll of the u.a.QGrta\loa 
dlttlaul\7 -· _. tr. s.a.tnota• roM. or__,. ~lac. 'bv.t tr. lMit ot e\Uf IJIOaCil '117 the - dlreot}T la oharp of ClaiM .. true-
portaUOJI, 
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Ia •• , ..... - tM renl mau. .. aU-*la. -... t_..& ....,. 
espi U..lop - 41tf1oal\:r lll\ll 'lla Clal•• lntre b tM \b U.Vio,, 
wbo are ao\ ,., oloMl:r aftlUaH& lll\ll U.. ""'Nl lww '· !lla' h, 
1t tbol Ue apor\ 'buluaa aw-• too protl~. \Moo lAMara -.:r No.-
1~\ aa4 W4 to =e4lo. •• ,....._, *' \118 .....,. Ueano\loee ot 
J:layl4 JUc !1&4 lean bb ta'llar ooul .. nlll;r . .. 4Mo •' bow 'liMn Jlaft4 
11 • ' pr•-•· .. ea14 '!Ia' llac1loa IU&'• repaa\loe tor llbarp tt.Mbl 
practlol h at-et •• lla4 •• liar oon1 •• 
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STRir.1·1 v CONFIDENTIAL 'fftl!. s'tJ~y DEPARTMENT 

INTER O..,...CE COMMUNICAT10N 

DATI: .iFll ~. 19llo 

rROM Jlr, Ooobna 

JCl', :a.J.lat:ru, horetar:r O.Ural of tile .&aclo~NM!I Pvollulac 
Joari ta Wub'actoa. hlepbou4 • -* ) 1)0 p .a. h \be often U.t Uo 
~oplo lle4 reoolTe4 lutrutleu to an •p tor \be o&lllac troa ..., York t-rrow .ontac at 11 a.a. oa tiM s.s. Ooorcto ~ llr. ~. 1:. a-taco. aa 
nplo:reo of tile :BrlUob :Boar4 of 1'nl4o 1dlo bao Moll lD \blo ooutr:r tor 
aaoot r. :rev ao oaalaer tor tile :BrlUolt. Oonl'DMJl\ of plll'Oit.r.ooe -.4o of 
lperr:r o,nooopo c~. JCl', ll&lle•t:ru o&l4 \bat o-'•' ODl7 o..,. ... ar.Uor.- Mol&\ $200 per -\1! pe14 to bla ~\be :BrlUob :Boar4 at 1'nl4o, 
C111Dlap bal llpplle4 r.t \be boo• taz 4hhloa of \be Out- Jlouo la I•• York tor ol-, 1la\ ,.. lator.A \br.\ tblo onl4 cm1:r be olt\alu4 
tlt.rouch Waoblacka• 

ICl'. :a..lla\;ru ..,olocl•-' tor tbo ololq *lob bal 'II- lllftlft4 la 
111bal"lac tile oorUflo4 lht of lllplo;rooo of Uo orpalll:a$1• *lch 
.Looh\u\ Boorotor:r hll.lna lle4 re~oto4 tlarnP • .ua llr. hll.lna oz.. pe41te4 tho 4.opvtvo of ColoMl :~arlo. 

253 

I t..e41a$ol:r took tlllo MUor "'P vUlt. .lulo\&d Boorotor:r of ft1e WI 
SuUhu wbo tolopbollo4 • lteok to tu ottoot Ula\ Wo - wn14 llo o1MI'o4 tllrO'IICil low York, all tlla\ tho llpproprlah lu\racUoae lla4 liMa ctna • ._, 
t bat tile :lrlUob .,., aol.ortab to prvrlolo \be tnanr:r with a oonltl•to 
froa tho :lrUlob J'abalq 1a \blo oU:r u to C hp 1 OOIIJIOU&Un. J'v\ber­
• oro , tbll h tbe lao\ oa .. 1a wbioll we oaa craat olDIIopUoul tro-*-' 1a 
tho UMMo of a oorUtlo4 lht. 

I pt \blo lato~Un to JCl', ll&lla\JU a\ ~ p.a. Be •o aoo\ Olppft- · clr.Un of Kr. hll.lna'• aoole--.. • pro.too4 to pt tbe ol.oolro4 
certltloato froa tho llrlUoll Muo:r all aloo to aok Kr. Pant• h rull \be 
lilt of ~~~plo:rou wblch, I lot bla aol.orotaa4, _,., al•o - \o u tllroqll . tho llrl U ob la!luq. 

Regraded Uclassified



RlU~I~· 
U[1[1lfANE 
SAlES BY U. S. 

67 ~ .... lhecl 
FJOm Army Bm 

lb Wl:l.&A&D m w A.llD8 
nw ._tll. .-lllllln.u-._ 
·- ,. ~lllll!l h!IC"' ... 
oc ... ,..,._ .. ~ llltiWI o.n(l 

~ wu WoulMl _. M-.1 Oft! 
K. H. Afllold, <'hi<P:f .r u,. o\11111 
Air C0r1111. WI t-l l#.tUIIIOft)' IW> 
left .. HollJt ~··loti• ... 
~u... lt ..... ""'""" , ... ,,.. .... 

Gmot ..... A.tMfil"t "~ -
_. .,.... In -n••ctll)lll w11.11o 
\lwaulNIIIIilllloDt.e ltwH-• 

~.,......,.u, ....... ...... 
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I 
....... , ..... 
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~ - llllorrl'""' W'tUI ..... ...... .atl&u1 .,,_ ,......., 

w ·- .,,...'" -w UaM 
--~r.IIIIIJMtU_.IoMI 

at..a. bacl --.. _... "' ., 
~ .. n l.lwl& \lie A,_, -~~~ 
.t111J11 .. IM"f"''IC • dt*-1 In clfllf< 
mautdranMII r~ 
~ IKiw-- u. ... \.Muon, M­

dltaat ~.,...,.... .-rlotd 
\llilll Uloe a.trPINMo IIMIIIIIU7.. .ul> 
..... -' U:M *" ., \hllll 7"t .... um.,.... OC aMUt ,, .... _.. 
... , ........... ~t.lld 
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o-..a ..... ~ ... . _. ....... .,.,.., .................... _ ... 
at • _., - ~ . _..... 
., ..... ..... .... 'nit • .,. 
er-.e: ... 1 .. - ..., ... --. ......... ~ ... __ ..... .....r~~ ..... . 
----~ ......... . n. Air 0.,. ddiA ~ 
.......... Uitll~~ 
~ ........... 1oM VIII-
••• ..,. ... ~....eltr 
.., - ... 11ft' 1-'ftl& .. '*"'"' .._ .. Junlb' UJe ~ er """'' ....a.ol. ....... lhe4lll•. 

Oftltnl .v.o.lll aM '" ha4 been -III'M .,. U!c PIWW ....... , 
f.Wtn tmt lite ,.,..,, .ouldl 
m t~,o, Pl•nw.., ~ um., 
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ua, ......... ·~ .... "' .. -· ~ ·-Ddl'"" ~ 
-."":ate:.~= 
=-~ .. ~---..,. .. .., ... _ ......... 
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67 Million Slashfd 
From Army Bill 

(COI1ti1Ul.r /rOM Peg• 1J 

, 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT :ss 

INTER O FFICE COMMUNICATION 

OAT& April ~. 1~ 

~110M )(r. Coallraa 

Upoa IIPJIOla\ .. a\, Mr. luJ.lo CbaAuo\ , X.U,.r of \ho Socleh Gaoralo 
of Parle, ,.., hu boo 1a llew Toft: u4 Juaoo .Uroo for •- _,ho aU.U-
1DC to \ho ~ of 'bruohoo 1a \hooo olUoo, oall o4 oa .. :rootor4q, llll­
oollpUiio4 b:r Mr. Chu4lor, wllo 11 to bo loft la obarp of tho llew Toft: 
braaoh. Mr. Cbaa4lor 11 u Jaorlo• 'baaltor with oowral :roaro uporloaoo 1a 
Lolldoa. 

Mr. Chadoaot hlo4 ao lv.oh .. o io hb up, lv.\ .. rol7 4oo1ro4 to proooa\ 
Mr. Chu4lor &lid to \baalc • foz oortala laforaUoa wb.loh I hlo4 pTU h1a 
1a tho paat, wb.ilo otaUou4 la Parll u4 ~hr la WaalllJ>Ctoa, 1a ropr4 to 
h11 ooatnplah4 opoaiJI« of a bnDOh 'baalt la tho tTalto4 Stateo. 

Mr. Chadoae\ hopoo that hlo buk ~ haft •- rolo 1f u4 whoa tho 
J'rllloh OoftrDMat 4oo14oo to tKo nor cl.4llar oHUriUoo hol4 b7 rod4oa\o 
of J'r&DCo, aa4 \alto ohpo \o 4hpooe of thoa oa tho A.er1caa aarket . I 
a lluro4 Mr. Cha4ou\ \bat tho !rOUU!'J' woul.4 bo bapp7 to oooporah with hlo 
llow York braaob 1t U ohoul.4 be uUlbe4 b:r tho J'roaoh Ooftrunt 1a ra.oh 
capaolt:r. 
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J'ROXz American llllbaa17, Bogota 

10.1 71 

D.ATEt April 4., 1940 

I waa informed toda7 b7 the Bri t1eh X1n1eter that 

a aeet1ng would be held th11 afternoon between the 

X1n1eter ot Hao1end& and Mr • .A. o. 'rho11peon, Xanager ot 

the Bogota branoh ot the Bank ot London and South 

Amerioa, a1 the eole Br1t1ah repreeentat1Te. .At th11 

meeting negot1atione Will be 1n1t1ated t or the eettle­

ment of outetand1ng national pound bonded indebtedneaa 

now in detaul t . 

lAID 

rr 

258 
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TREASURY DEPARTMENT 257 

OATS jpr1l 4, l9'H> 

To Beoretar7 Morgentha 

1'11011 Mr. Wb1 te 

The 8.8. Eastern Guide, an Alllricu ship, ea1le4 

troa ••• York tor VladiToatock APril lat. Tho original 

cargo eohedule contained tl, 1.87,000 ot oopper and braee 

wh1oh wae reiiDTed be t ore eail1ng. Add1 U onal OI!Dcella­

t1one cone1eted ot t397,000 elect rical and industrial 

machineey, and a re:.export 1 tea ot tll-2, 000 ot Latex crepe 

rubber. 

Attache4 are 4eta1la ot t he cargo which waa t1nall7 

oarrie4 • 

.A.tt. 

00 to z llr. Ge.etoa 
llr. Jlaail Barrie 
llr. Ooollraa 
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D1~1e1on ot Monetarr 
Re•a.roll 

Jollowlng are detalle ot the S.l. Eaetern Guide 

whloh ealled Aprll let tor U.s.s.R.: 

Do .. atlo exporte: 
Induetrlal .. ohlnerr 
1'1D plate 
Eleotrloal aaohlnerr and 

appe.ratue 
Stalnleee eteel aheete 
Seaal.eu eteel tubee 
Soalee and balanoee 
Hand toole 
Wheele ot art1t1o1al abrael~e• 
Other eo1ent1t1o and laboratorr 

lnetl'UIIIente 
All other ooamodltlee 

$1,~4,619 
. 233.369 

162,362 
,6,170 

2~:'~ 
22,8~ 
11,050 

5.7~? 
3J,Jgv 

258 

1'otal domeatlo exporte $2,281,591 

Re-exports: 
Shellac 
Llquor 
Llanua n tae 
.Ul otber oolllllodltlee 

1'otal re-exporte 

1'otal Cal'S! 

7,11-ll 
2, 523 
2,180 
1,511-3 

• 

13,657 

$2,295,2~ 

Regraded Uclassified



111/R!AU or rQIIIICII AIID DOC:SilC co.DCII 
( ' omcs or ,. Dllt1C1011 

.t.prll s, 1940 

To HOD. Bell%7 Morpotbau, Jr,, 
SecretarT ot tba fr•&8UI7 

r or 
Seot et tbe request ot Mr. 

Noble , Under Secreter,r ot 
c~rce. 

. 
~~ 

Actinc Director. 

25 

I 

• • 

• 

. . 
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lM ... I'tN - al t;• ...,..._. "'•• •••u•sa•, et tM ~ 
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..., 'D"'11 PUCI 1'*'" 
(19116. 1.00) 

19)9 
I 1CMO !all' II I •• 

' Sip\. I 
,..,. •. ~fA A 

' •• I~· • ..... • ..... • Apr. 1,1 ....... 

' 
1 

I 
l6' a) .)0 

1 19" I 19)9 I I I 
I 

ill (.OII:80d.1 \1el • • • • • • • .I '76.f I 'J4.1 I '1'9o) • 77.9 • 77.9 • u I 4.1 rara ~ •••• • • • ·' "-'' 61.1 "·' • fn.t • 61.1' 2.) • u., 
rooda •••• •••• • • • .I '70., .... ., .,., . ...9 • .... • - 1.0 • 4.6 
ill ooMoU\1 .. o\ber .... • • I 

t ara Fllk?\e _. t .... •' ., . ., . 110.4' 12.4. 12.9 • 82.1 • 2.6 I ).0 
IUcioa Nl4 :a..\M' pi'J t sw. I ta.O ••••• ... , . 101.1 'lOl.O' 10.9 • 10.2 
'~ p.l"'hste • •••••• 66.0 • #11.4 • 71.4 • Ta.T ' n., , 9 .. T.6 
,..,. - u,IIU., .. -.~1 ., . ., • n.a• 74.1 I Ta.6 • 72.) • - 1.9 -u 
hkla 1114 ..W IZI t 7\a • 1 94.4 I .,., • ')4.9 • ., ... "·' . 1.2 2.1 
ltdl.41ac •Wial.e· . . . • ' 90.0 I ... ., I 90.T ' "·' . 9).1 • ).4 • , .. 
Qleai.U. ............. I '76.0 I 74.1 • ?T.l • .,.,., . n.2 1.6 • 4.0 
aoue.-t\ara181alac ...... • •• ""' . 1'7.0 • ,.1 • .,., . "·' '·' 2.9 
l1eo•''·•- •.•.. •• I 7).9 7).1 'J6.1 I 76.5 • 76.6 • ).7 • 4.1 

I 

a.. Da \arla1l • • • • • • •• I '70.a ' 66..2 , '7).0 71.5 • '71d • a.J .. , ._,, .. , ...... ~. • I 74.6 • 74.4. a.o • ., ... '1'9., . ... 6.9 
l1AiaW ~· · •• • • • • . •' 10.) t '1'9o) I 82.) • n.a' 11.0 • 0.9 • 1.1 

' ' 

•· a • ..,. 1 r~ ot LaW, 1w a ot ww a~u.u... 
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RY'!I!!D' 

011 Aprll 31'4 eoecre·-~ oalled about. tax •tter. 
Ill the oOVM or oar c1Uoua1011 retercoe wu -.de to the ooo­
wol1ctet1011 ot the Fed8ral Alcohol lc!w!nhtreUOII wi.tb the lloobol 
'lax tllli.t. Be Aid be ~ appro-w.d the oODBolldaUOD it 
w d1d-' tab .,_ IJerandcr. Be ateted that lln1111der bed 
BODe to the orno1a1a or the l.arpat wi.DezT 1a Jeor York atete 
all4 ubd ~ to tr,. to pen1ade their eoacr--, 111'. !aber, 
to 'IVte tor the Federal. Aloobol ldw1nhtret1011'a appropri.at1011. 
flllco aid t.bat be cl1d DOt bell- that UiJ'- wbo -ud obli­
pte M aU to J*ll'l• W'- be wu nppoaed to replate wu a 
tit - to be reta1.Md. 1a UiJ' replatol7 Hr't1.oe. 

I • t~ w.. 1atoraUoD to 7ft 1a n.w or the 
•...sue· "nc" that U • kr wu to be tu:eo care ot 1a the 
nrten.1 Bcuw a.r-.. 
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TREAaiRY DEPAin'MIENT ---c• --~ 
.., Secretary Morgenthau 

••oM Mr. Schwarz @.--

t 270 

..... April 4 , 1940, 

Bed Bruce is pleased that you will be able 

to join him i n the rndio br oedoast Apri l 25. It's at 

NBC trom 10 to 10:30 p . m. that night and other partici­

pants will be Senators Lal"ollette and McNary and 

Administrator Carmody, JohD Dswey ot Columbia , the 

ph1los6pher , wi l l be master ot ceremonies , s o they 

shouldn ' t expeot 1110r e than tive minutes trom you and 

Bruoe promises to provide some good DB. terAal. 

I em attaching a story trom today' s paper 

written by Wi llard Edwards ot the Chicago Tri bune , Which 

appar ently i s dyi:ag hard in its ettort to malte something 

out ot the ' plane situation. 

I am a l so attaching excerpt s trom Whaley- Eaton 

and Ray Tuolcer. Their aaaerti ons aroused 7q curi osit y 

and today I had l unoh with :&mitt DaTiaon , bead ot the 

D orL International Msch1nietl union, He wlate t here are 

plent y ot ski lled MD aTailable 1t the • nutacturera will 

go slons with IIJI]Irentice eyeteu i netead ot tryins to 

pro1110te their own tn'n'lll aohoole. Be ea:rs that one-titth 

ot the ld.llioa trailae4 aaoJltnsne in the oow&Z7 ( oal,y 200,000 

ot wh1oh 1lftoas to Jde orp.JliatloD) are oUt ot W011t toda7• 
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......... 
'"'c....c:.c.c~ 

~~ April 4, 1940, .. --
Dear Henrya 

Si nce talking with you, the only new case which baa come to 

our attention in which tbe decline in sterling appears to bave affected 

the Allerican exporters, is tbat of cement. There appear to bave been 

s001a instances where tbe 81'1 tlsh bava been able to underbid us 1n world 

aarkets on ce:oent. 

We have also been aaklng so~• interesting coaputatione. We 

asked our London branch for an estiaata of the percentage of Britlab 

exports which under tho new regulations would have to be pu rcbaeed witb 

official sterling. Tbey estiute tbnt the following percenteyea coae 

into tbe ofticial clasa1ficatione: 

Exports f.,. tbe United Uncdoa 
Exports froa India , 8ul'llll, and Ceylon 
Exports fro• llalaya 

13 1/2 . 
53 1/2 % 
88 1/2% 

Theso percentages are based upon thal93B trade figures, and 

are, of course, Ye ry approxi.aate , but tbey five a rough idea of bow INCh 

of llrithh trade IIU&t he done at the official rates. 

lie h&Ya abo been aaking bare an utiute fro• 1937 and 1938 

trade figures or the percentage of laporte into tbe Unit8d Stat .. f 'roa 

Britisb sources which coae under the official rates. This ebowe tbat 

approxiu tely .3.3 per cant of our i.llporte t'roa tbe Uni t8d l(1ngdoa ( cbieny 

whiskey) will ba'f8 to be paid for at the otrieial nte, wbile 67 per c•t. 

can still be bc>Qgbt with tree aterlinc. Tbe percentage or our laporte 

Regraded Uclassified



- 2-

tro. IDdia ccrrered by t.be resulatioD b about 54 {Jute and burlap), 

tro. CeyloD 65 (l"'lbber)J and tro. llala~ 95. (l early all or our 

iaport. fro. llal.aya conabt ot rubber and tiD.) 

.La ,._ od.ll ban noticed tbe decline in aterl~ ae1111a to 

Honorable S.Dr7 llorg.,t.bau, Jr., 
Tbe Clohtara, 
Sea Island Beach, Georgia. 

IRB.B 
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SEcrEtary of StatE, 

VJashi ngton . 

848 , Fourt h . 

PLAIN 

London 

Dattd April 41 1940 

Rtc 1d 12:13 p . m. 

FOR TREASURY FROM Btn'TERWORTH. 

Today1 s publi shEd rtturns indicatE that unEmploy­

mEnt as of March ll at just ovEr onE million is thE 

lowEst sinc E Jun£ 1929 and shows rEducti on s of 383, 000 

sine£ FEbruary 12 , of 660, 000 s i ncE March of last yEar 

and of 135, 000 sincE July last. ThE improvEmEnt is 

widEly sprEad ovEr all industriEs EXcEpt printing and 

all districts EXCEpt London , ThE !act that thErE was a 

rtduction i n such non-ESSEnti al tradEs as EntErtain=Ents , 

hotEl SErvicEs , t a i loring and thE distributi vE tradts , 

i n so far ,as i t i ndicatEs rEvival 1n thESE i ndustri Es 

rathEr than a sh ift of workErs out of thEm i n to thE 

fighting sErvicEs and war industriEs, is but anothEr 

s i gn that thErE i s still much adjus tmmt nEc Essary 

bEforE thE nati on ' s manpowEr is tully divErtEd into 

tsatntial war i ndus triEs . llany problEms rtmain to bE 

solvEd arisi ng from thE nttd for spEcial skillEd labor 

kl 
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hsm -2- No. 848, April 4, trom London 

in tht: armamEnt and ahipbuilding tradu, tilE holatt:d 

position of nEw ~rma factoriEs, apEcial labor nEEda of 

such important Export induatr1Es aa cotton and wool 

tExtilEs , EtcEtEra . ThESE problEms oonnot bE auto­

m~tically solvEd by thE mErE absorption of thosE still 

SEEking work . 
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It is gEnErally Esti matEd thE irrEduciblE minimum 

for thE unt:mploymmto figurEs as pub lishEd (that h 

unt:mployablEs plus labor turnovEr rEgistrations) is about 

700,000 and as this lEvEl is approachEd thE problEm of 

thE curtailmEnt of consumption Will becomE incrEasingly 

important if tht inflat ionary spiral is to bt avoidEd, 

Thus tnt homE front prtsmts thE doublE ntEd of 

organization of thE tx1st1ng manpowEr and thE timing of 

mEaSurEs to put thE brakts on consumption , ThE lattEr 

problEm is as indicatEd in my 815, April 11, 7 p , m., in 

thE lap of t hE Sri tish TrEasury and April 23 is budgEt 

day. In connEOtion with tht problEm of thE organization 

of manpowEr it is notEworthy that Sir KingslEy Wood, 

gEnErally rrgardtd as onE of thE morE ablE adminis trators 

in thE CabinEt with dr1 vE and initiativE, has now bEEn 

virtually put at thE hEad of the dEpartmEnts in chargE 

of thE hom£ front. Whrn thE problem of unemploymEnt 

rEally bEcomes tranaformEd into thE problEm of finding 

labor, and somE such mtasurEs as thosE adoptEd by Gtrmany 

btfort 
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bEforE thE outbrEak of war bEoomE ntoEssary, thE nEEd 

for organization will bE morE than apparEnt. AlrEady 

as rEportEd in my 826 of April 2nd a oEnsus of labor 

in thE EnginEEring and sh1pbu1ld1ng tradEs is bEing 

undErtakEn. 

KENNEDY 
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P.AlW'HRASE or 'l'ELEGR.&M RECEIVED 

112WM1 Aaerioan II:JIIbauy, Parie, Franoe 

D.l'l'El .April 4, 1940, 6 p.a. 

110.1 

FOR THE TREASURY DEPARTMJ'.N'l', PROM MAT'l'HEV8, 

276 

fhia morning I oalled on thl managing Direotor General 

ot the Banque de Paris et dee Paye Baa, K. Henry Jahan. 

The politioal situation wae mentioned first by K. Jaban; 

he eaid he thought if the ueual peaoe-time politioal g1Te­

and-take ehould nov bring on another oabinet crieie, the 

reaotion throughout the oountry with Franoe at war would be 

strong againet Parliament, Yhioh faotor he bel11Tid might 

be a restraining intluenoe on thoae who are now playing 

to overthrow Re1naud. K. Jaban aa1d that he h111eelt had 

no polltioal oonneotiona, einoe running the bank kept h1a 

busy enough. · HoweTer, it seamed to h111 that because tbe 

Radioal Sooialilt Party had governed France tor 10 long 

a time , they were not aoouatomed to being out ot power, 

they did not like this, and that anyone more intelligent 

than theaaelna always made them auepioioua. 

Aa tor thl eoonolldo ai tuat1on, Jaban could ell that 

industrial production had 1aproTed. Aa an eX&IIPll hi 

cited the taot that at present the ooal output ot rranoe 

ia at the rate ot 10,000,000 tone a year Above the aTerage 

output tor thl recent put. Howner, with regard to nporta, 

he 
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~ did not thiDit there was much that France could do, 

that it was all Ter)' well to epeak ot tutng ~ onruu 

markets ot Gel'1U.IlJ, but France under preeent cirouaatancee 

had no e:xport surplus ot aaoh1n81'7 and other iteu euoh 

as were nol'llall:r 1uppl1ed b7 Genaan)'. X. Jahan 1a!d that 

there ha4 been 1ome iaproTement in getting i~~ licens1s 

tor raw materiall where such aateriall could be detin1te]J 

shown as destined tor reexport 1n the torm ot finished 

product•. !he foregoi ng is s oaewbat 41tterent troa the 

opinion ot t he Under Secretary ot State tor co .. erc l and 

Induet1'1, Senator de laGrange -whose duties Will pertain 

to the e:xport problem entirel7. Yesterday he told m1 

that tor export industries to get import licenses ot e11en­

tial raw materials 1e still 41tticult. 

Jahan t old ae that Britilh iaporte troa France are 

more eatiltaotor, than t~7 haTI bien tor a l ong time, 

saying jbis wa1 du1 to the remoTal ot Tarioue protectionist 

restrictions vhioh the Britieh had built up in the pa1t 

tew 7ear1. At the present tiae the principal obstruction 

to trade between France and Great Bri ta1n wu the laoll: of 

adequate taoil1till tor transporting t he goods - compare 

the statement b7 CouTe de XurT1lle in telegram ot April l, 

Ho. U7, troa the Iabus)'. 

He wu enthuaialtio about and. talked for •oae tiae about 

the real ~~piri t of oe<ferat1on eld.lting between in4uetr1al11te 
of 
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of France and Great Britain at the present time , ae 

srabol1zed by the recent meet1ng of delegatee of the 

Patronat Franoa1e and the Br1 t1eh ~ederat1on of Indu.etr1ee. 

Reference: telegru of Xaroh 11, Mo. 323 troa the !albaeey. 

He feele they are gradually bu1ld1ng up a comprehene1on of 

the1r reo1prooal 1ntereate and neede Wh1oh will go on 

after the war, and augurs well for the new Europe after 

the war. He said that Br1t1eh manufaoturere for the f1rat 

t1me 1n h1atoey are reall)- maltl.ng an effort to cooperate 

w1th the Frenoh and try1ng to understand the French po1nt 

of v1ew. He at1ll does not have any r eal concern over the 

behavior of sterling and the franc on the tree market -

reference : telegram of Karch 18, No. 35? from the Embassy. 

Be said that 1f the war continues for a year or two, eooner 

or later there 1a bound to be a drop 1n the value of the 

pound and the trano, and that 1D fact they are rather 

fortunate aa the French burden of debt today, when reduced 

to terms of gold, 1s well below what 1t was 1n 191•. Swill 

fr1ende of h1e, 1n oomment1ng on the recent sterllng drop, 

had empbae1zed the 1mportanoe played by sales and oonvere1on 

1nto dollars of Br1t1eh seour1t1ea held by nonree1denta all 

over Europe. 

He brought up the question of French reserves of gold 

and fore1gn exchange, and said that euoh reserve• ehould 

laet 11'1thout d1tt1oulty for II\IOh acre than another year, 
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1inoe war puroha1e1 in the United State• were reduced 

to a neoe11&r7 ll1n111ua. ror in1tanoe, he mentioned the 

poaaibilit7 that next 7ear hea"7 copper p~ent1 nov 
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made in dollar• might be tran1terred to the eterling area, 

with the supplier being Rhodeeia- reterence,telegram ot 

Karoh 20, 111o. :566. However, he added that natur.all7 it 

il t.poeeible to toresee the couree ot the war, and thie 

oouree would materiall7 atteot euoh ~end1turee. 

Jahan said that when the war ie oYer, it Europe 

behaYee iteelt and b7 the abundance ot • •an• sete up a 

system vhereb7 the greatest possible interchange ot goode 

oan be made - such ae ie advocated in the speech which Re7naud 

made last night to the United Btatee - gold cred1te might 

be granted to them b7 the United Btatee. He said it vae 

the height ot abeurd1 t7 to epealt ot raw materials 1n tenu 

ot rttal epaoee, and that thie ie so must be realized b7 

Europe. 

He had the impression that in the tuture there will be 

a aarlted tightening ot the Allied blockade, particularl7 

u concern• I tal7. It wu h11 under• tanding that in 

~· regard the Britilh ar1 nov 1n taYor ot etronger action­

l'tterence, telegru ot April :5, 111o. 426, troa the Eaba117 

reporting on de la Bauae 1 e reaarlte in th.is connection. 

Jahan 11 &leo ot the op1n1on that euppl1 .. on an i11portant 

eoale are going to <hl'UJI7 troa Ital7. Jle expreued tM I 
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belief that the war would be .. teriall7 shortened aD4 

the viotol'7 hal:r won if the7 oouJ.d out o:r:r euppl1ee of 

Bwedieh iron ore and oil trom Tarioue eouroee. 

END SICTIONS ONE TO II CHIT, IBCLUSIVJ:. 

IAILW .. 

KllRPHY. 
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Stcrttary of St a t t , 

WashingtCJl e 

GRAY 

PARIS 

i 

DatEd April 41 1940 

Rtc 1d 4 :40 p ,m, 

428 1 Apri l 41 6 p , m, (SECTION NINE) 

281 

Today1 s JOURNAL OFFICIEL contains a dEarEE rtgard1ng 

tht trrms of application of tht law of August 22, 1936 

rstablish1ng a stat£ rxport crrd1t insurancE agrnc y, ThE 

dEcrEE rEplacEs that issuEd on tht samt subjtct on Oc tobEr 

8 , 1938 {Embassy 's dEspatch No, 3104 of Octob Er 121 1938) 

and is d Es i gn td to "s 1mpl1fy tht opErat i on of tilt orEdi t 

insurancE r EgimE" to t noouragr txportErs to avail thonaElvEs 

of this sErvicE . ThE principal changEs rmboditd in thE nEw 

dEcrEE arE: (onE) Exports crEdit insurancE wi ll m trr into 

EffEct on tht firs t day of tht month f ollowing tht conclu­

sion of an txport contract wi thout rEgard to thE datE of 

invoici ng Exportation, Etc . ; {two) wbilE Export contracts 

wErE normal ly ExprEssEd in francs crEdit 1nsuranct may now 

bE issuEd to oovtr Exports calling for paymmt i n forEign 

currEncy provi dEd such currmcy i s onE approvEd by thE 

MinistEr of Fi nanc E fo r thE sEttlEmEnt of Exports ; 

MURPHY 

E1IB 
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Scor.:tary of State 

Washington 

GRAY • 
Parie 

Dated 4oril 4, 1940 

Rl:c1 d 5:20 p. m. 

428, 4pril 4, 6 p.m. (SECTION TEN) 

(Thre.:) whereas heretofore eaoh payment made to an exporter 

rEsulted in an equal mOnEtary reduction in thE total 

amount of thE ineurano.: underwritten by thE state hereaftEr 

caoh reduction in the insurance oovcr will bE on an 

EQUival~:nt percentage basis; (four) increased penalties 

will bE imposEd on exportErs who fail to pay their crEdit 

insurance premiums within the establishEd time limit ; 

and (five) export credit insurancE will not cover maritime 

war r isk or losus by exchangE . The maximum 11mit 
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to the etatc 1 s partioipat ion in thr credit risk, 80 per ocnt 

of the total amount involved in the export oontraot, rcmaina 

unchanged. 

The seouriti.:s mark.:t wae firmer today. Rl:ntce, however, 

were down fractionally . ThE Bank of France statement for 

the week ending Karch 28 showed largely normal month end 

ohangce. Commercial advanocs were up 574,000,000, note 

circulation increased 1,088,000 ,000 and the state drew 

200,000,000 on ita advance account. 

(END OF M£884GE). 
MURPHY 

• 
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bacooa, luaa, April 5, 191io. 

SUI.7JIOfa lb:pon ot woo4 oil hoa Chiu; tl.ret 
larce 11111,..., throach bacooa coe• 
to •- Toft: oa .t..rioaa nuol. 

Silla 

'l'D SJlCD.WI:r o:r SUD, 

1f.UB'OI'lfelr, D. 0 . 

I han tho hour to report that the thin!. oouipaeat ot Cbaa woo4 oil 
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( tiiiiC oil) to be uporte4 thrOQCilllacoon left here tor • ., Toft: 011. t ho M.s. 

mOll ot the .Aurioaa lxport Lluo, lDCorporate4, on Marob 28, 194<>. !be 11111~ 

••nt ooneiete4 ot 1,219,095 ut pounde (5~.24 lone tone) ot oll, Yatued. at ... .. . ... .. .. . .. 
08 $0.26 a po'llll4, or tJI $316,964. 70· 

!be tint wo4 oil troa Ohiu oll:p0rte4 throach llacoon oou1ete4 ot a 

trial tbi:pMat ot U0,875 111-' po eAa, ...S. 1D ll~t•llor 1939· Wlaot- u-

ot oil, with aut wlcllt ot 8,038 po'llll4a, whloh arrhe4 too lato to llo 1Dol...a.4 

1D the flret lhi:pMat, wro torwrded. troa thte port late 1D Ootollor 1939· 

Uon, aa4 the oil 11 ooutcu4 to tu lJalnraal fi'II41Dc OorporaU011. ot •- Toft:, 

the oo1110orn wbiob laet 7MZ onhre4 luo a acr• et with the :bpon-IIIporl 

llaelt: tor o 11'0lal ore41 h tor parcbaal• tor ObiM, 

ooe4e ot &aloe of wo4 oil. 

Coat ot Tre•rport <>Yor 111pw. 

fbo oil 11111ppe4 troa llaapoa on Marob Uth wao pc"be4 1D .2.893 ,. ... ....­

liM~. ud t.11e P"N• wi&ll'- waz1Mto}T 610 lac,_., tu -• e1 
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tru.,.n • aotor tnDite onr tbo T--..hna hi~. tr.a ru...t. to 

I.u!llo, a 41a\Mco o~ 715 alloa, w.a plaoo4 at OJ$8)1,169, or allolat Ul $511,1112, 

whloll p.n a rate o~ U1 $0.1))4 aha a allo. Ii h atato4 tllat ooalldora'blo 

oil w.a loot tllr~ 1oakaco oa !llo Joanq froe Tliii.IMIIIfv. to Baacooa, a4 that 

roooD41Un1ac of 4nu waa fcnm4 aooou&J7 at 'bo\11. I.aalllo u4 thia pon. n. 

Ilea! 011. tllo wharf bore oauao4 two d.rao t o baret u4 Mftrol otllon to oraok. 

'fbe louoa 111. oil an aalcl to 'be dua ohiofl¥ to tllo f..,! !:bat tho olll7 coataiaero 

o'btalaable aro olcl clrulo, eo• of whloll haYo 'boaa u .. cl MYeral U••· 

Jo 'fruelt Dllt:r I.orlo4 'br ~. 

Xo traaali clut:r ,.... lorlod. oa tho oll 'b;r the hrM GoftraMat. n.re are 

aen.raaooe tllat lf 1111Gb. a clut:r h n!abl hbed. lot or l t will aot «lDCoo4 oao po,._ 

ceat ad. Yal.or.. , whloll h tllo clut:r now ollarpd. oa ro-ozporte to Clllu. 'fbo 

cllarce for rall traaaportatioa ~roa I.aalllo to Raacooa ,.. at a rate of Ito rapooa 

(about $12.00) a loDC toa, aac1 the oooaa fl'olP,t rate, Bu.sooa to • ., Toft<, w.a 

$20,00 a loac t.oD:. 'fllo upectaUoa of obtalalJIC neular eh1pMII.h of woocl oU 

for Jey Torit llae be4 sell t o d.o with t:ba &II.II.OIIliiCed. iateatlcm of tho .berloaa ~ 

Raacocm. 

S!at-t o~ 011--!nrt"t llaa!· 

Mr. c. 'f. 'flmc, d.lreotor of tho J'oo l hlac 'fracllDC CorporaUoa with of~lcoa 

ln J1oDC Xoac, wu 111. Raacooa late in March, u4 ho callo4 at tllo Oouulah oa 

Marcil 26th. Be aald. tllat hh concora be4 'booa able to .appl:r 111. 1939 tllo 25,000 

toa1 of woocl oll oallo4 tor 'b;r tho to~ of the 11alnr•a1-ho llh1ac acn••••t 
with tbo :llqlort-I11p0rt lluk, 11114. tllat be t~t lhiJMaU ill tllo tint qaartor 

of th11 ;roar would. total appron•tel:r a fOIU"th of tllo 35,000 toa1 t o 'bo c1o­

llnro4 111. 191to. Aocord.lac to Mr. t'wlc· thlro 11 a p1oatltlll .appl:r of woocl oll 

la Oh.I.M, u4 tllo prlaolpoJ. pro'bl• ill o""OOUoa with ulborlol f or upon 11 

• tiiM o~ t~n. 11ad.or aonal ooacllU•I, bo aald. , li .a po01l'blo to lhlp 
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