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(2) 

Oovernaent securities have continued to cove within a rela­

t ively narrow range, and are now eli.ghtly higher than at 

the beginni ng ot the year (Chart I) . About hslt ot the 

losses wbloh accompanied the Norwegian i nva.sion have been 

made up. Treasury bond holdings of weekly reporting ~~~ell.ber 

banks in New York City, which bad reached a new high a week 

earlier, turned down 1n the week ended April 211- (Chart II). 

High- grade corporate and munic i pal bonds have &leo moved · 

wltbln a narrow range. New tlnanoing 1n the New York mar­

ket last week wae 11m1ted to 111Wl1o1pale; but on Tueeday ot 

this week $82 mlllions ot bonds ot the Union Paoitio Rail­

road Company were ottered and quickly sold out. 

The tirat tuU-year wartime budget ot the United King.1om, 

tor the r1soal year beginni ng April 1, 1911-o, calls tor war 

expenditures ot 102 b1111ons (about OS billions) i n addition 

to ordinary eX])endituree ot 10700 m1111one. Th!l proposed 

amount ot war expenditures ie widely oritioized aa inade­

quate, but represents nevertheless about 11-o percent ot the 

present national income. 

Virtually all or the present British national debt baa been 

incurred ae a result or a suooeseion ot ware (Chart I II) . 

In this r.espeot there 1e a marked contrast be~ween t~ . 

Uni ted Kingdom and the United States. Oh~ IV ehowa that 

whereas the British debt remained pracUcoib unchanged be­

tween the World War and the present war, the public debt ot 

the United 8tatee underwent a larger increase during the 

depression than duri ng the World War. 

Interest rates have not risen in England ae a reault ot the 

'!'ar (Chart V) . Tble ia probably due in part to the &dJuat­

ment which the market bad already made during the long pe­

riod ot etra1n and preparati on preceding the war, and 1n 

part to ort1oial easy money policies. The Chancellor or 

the Exchequer etated in hie budget speegh that he did not 

expect to pay more than 3 peroent tor new borrowing. All 

Brltieb Government securiti es are higher 1n field than 

Un i ted States aeourit1ee or comparable term (Chart VI). 
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I. United States Government Securities 

Governoent sscurities hAve continued to nove within a 
relatively narrow range. At t he present time pricaa ot the 
various maturities are slightly higher then they were at t ho 
be0inning ot t he year. In the intervening time, prices moved 
e;enerally upward untU the Norwegi an invasion, when they 
auttered setbacks, which, 1n the oaae ot long-term securities, 
ran t o about 1-1/2 points. The lowest levels attar the 
inva sion were reached on April 20, since when about halt ot 
the losses have been recovered. The movements ot the longest­
tare Tr easury securities are indicated by the course ot the 
aver86e yields, as plotted i n Chart I. 

Treasury bond holdins s or weekly report ing member banks 
in New York City, which had reached a new hi gh in the statement 

week ended Anr1l 17, reversed their trend ot recent aonths bf 
decreasi ng $42 millions i n the week ended AprU 2~ (Chart II). 

J.:eamThile, t he Treasury note hol d i ngs or these banks increased 

by ~29 mi llions, continuing the upiVard movement which has b"en 
so1n~ on since Uarch 6. Government security hol ding s or ot her 

r.eekly reyort1ng banks show relatively little change tor the 
week. 

II. Other Domestic High-grade Securit i es 

Corporate and munici pal securities have also shown improve­

ment since April 20. Our average or the yields ot high-grade 
corporat e bonds was 2 ·7~ percent at the close yesterday, Llay 1, 

1'.8 COlli'Oared with 2. 76 oeroent on A, ru 20 (Chert I) . The Dow­

Jones a verage yield or" twenty 20-year munioi p81 bonds, publ ished 

weekly , decreased tive basi s points to 2.57 percent in the week 

ended Saturday, April 27 · 

New bonds oublioly ottered i n the New York =arket laet 

wee~ were contined to the aunicipal tield, and aggregated about 
$3~ milli ons. There was, 1n g enernl , a good de~d for such 
i ssues. Two imnortant excep t i ons, hOTtever, r.ere the $10 . 5 mil­

lions i ssue or i-1/~ percent ) -10 year serial bonds or the 
State ot Hew J~rsey and the ~2 · 5 millions iasue ot 2 percent 
and 2-1/~ percent , 16-year bonds ot the State ot Tennessee. 
Both 1ssues were moving slowly and only about halt ot each was 

sold, .according to latest reports. 

A syndicate beaded by X:uhn, Loeb and Co:opany ottered on 

Tuesday $81.6 m1111ons of 3-1/2 percent, 4o-year bonds ot tbe 

Un1on Pac1tio Railroad Company, pr1ced to yield about 3 . ~1 par­
cent to maturity. The entire proceeds or the loan, and in a4-

d1ti on a rather substantial cash outlay by the ooapany wUl be 

used to retund the co:~pany' s ~ percent and 5 percent bonds due 

Regraded Uclassified



25~ 

1a 2004 AG"PUAI tl'5·~ aU11ou wtalollw111 H ..Ue4 tor 
~··' Oil e.]IUUOP 1 &1; 107-l/2. fllla h ~~ larsoa1; ra11-
roa4 t1UD01DS a1Doo 193', all4 w1~ oao o:a.,Uoa 1;1lo l.arpn 
al.DOI 1927• lllbaor1pUOII boolt1 WOPO aloae4 cliiPU, ~ IIOJ'S1. 
of \he ortoriq ~1 a114 ~ boll4a •- q1101;e4 •' a •roal• of 
aboUt )/4 abon ~~1P ottorlJIC prloo. 

'l'wo lal'go ottorl.llae &1"0 uo '- ooao oa ~~ •ftU 1a ~ 

aut tw noke. fto f1re1; ot ~ .. w1U ooal1o1; of a441Uoaal 
11111 .. of 11X.-IIOD1;h DOUI Of n 1ooal llo1aa1q U~rlUII, 

agregaUng t126 a1111o111. !be o~r w111 001111&1; If t75 a1l-

11oae of eorlal 41l>oanNit tor wtUoll ~ UaUe4 luhe l'ool 
Corpor&UOII 1&11; woolt fUM a rqhU'&Uoa IUt-1; wlt:b t;bo 

ao. 'lllo 2G-~ was.uac porlo4 011 ~· 1 .. u, w1U oxp11"1 allou1; 
\he a1cldlo of ~. 

Ill. ll"11;1all GoYoraaoa1; F1aalloo 

!he DW lrUhll '11114«!' 

'Ill• f11"1t t1111-;roar warUao 'llllqot tor tho thoal ;roar 

beg1.DA1ng Apl"U 1, 1~11o -· prlloDto4 to ~ Bollll Of ao-Gu 
b;r tho 11"1 Uall Cbaaoallor of ~ ltl:olloqllll" 011 !1lll4a;r, jpl"U 2). 

fhe .. u-te4 oxpoll41'''~"" &114 ~ -uu wtUoll an oxpoote4 
to be n1ooc1 thl"oup tu11 &114 bol"l"'W1ag &N •• tollowes 

Var u;po11U W1"11 
O~er lliPID41 WNI 

!otal 

!o l>o t1UDOM l>;r taltll 
to bo t1UDoo4 l>;r bol"l"'W1q 
!o bo t111&Jloo4 troll 

lxllt~ 'bal&DOII 

total 

(lo la a11llou) 

Bol"l"'W1q 411r1AC ~~ t1ret orro11 .on~• ot tllo w.r _,_ 

\0 &bout 1.700 a11110III 1D ~~ agrepto, OOU11Uq Of lo)OO a11-

l1011t of !l"oallq':r b1ll1 1.100 a1111o£C::t aaUoaal rnace 
001"\1t1oa1;u &114 Aofo111' 'lloll4e, aa4 a1111olll o 15- " 
19-JOar bo11Ao, t:bo l&Uar ottoro4 1D •• ~ flret 1•111-
hJ'a 1111110 Of ~ PPOIOD1; W&l"o 

• 
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!he war elQ)endi~ proYided tor in the bu4get eet1aat .. 
represent• onl:r a aodeat inoreaee OYer the rate ot expenditure 
tor the t1rat nYen aonthe ot the war , part1oularl:r oone1dering 
\he pace ot the war diU'ing tb1e period. The eua ot 1.2 b1111one 
rearl)' repreaente 1.5·5 allliona da1l:r aa ooapared with a d&1l:r 
rate ot ~. 3 aillione in the tiret eeYen aonthe ot the war. 

There b&e been considerable oritioi .. tb&t the bu4get ie 
t otall)' inadequate to win the war. The Eoonoaiet, tor exaaple, 
pointe out that t he O.rsane are ~ending the eqilhalent ot 
'1.7 ailliona - loS aillione d&,1l:r and expre .. u the Yiew that 
England's war expenditures eboUid be i noreaeed t o around 1.9 ail­
lions a daT· On an &DDual bade tbie asount a to about 1.3.3 b11-
lione, or two-tb1rde ot the na t i onal inooae at ite preeent rate, 
ao compared with the ~percent propoeed in the bu4get. (The 
present rate ot the Britiab national i ncome ie estimated at 
'1.5 billions a :rear.) 

Growth 1n Bri tilh public debt aainll incurred through ware 

One o r the coneideratione uppermost in the ainde or thoee 
reaponaible tor raieing the euae neceaearr t or proeecu ting the 
war auat be the secular growth or the Brit1ab public debt. Tbie 
growth b&a been caused alaoet exolueivelr b:r a eucceeeion ot 
war s , ae i ndicated in Chart III Which above the leYel or the 
national debt at the beginning and end or the important ware in 
vhioh England baa been involYed s ince 1756. 

The national debt increaeed troa 1.75 a illi one in 1756 to 
'1.9,069 a1ll1one on Karch 31, 19~. Virtualll all ot tbie in­
crease or a pproxiaatel:r 1.9 b1ll1ona repru ente war debt. During 
peacetlcte there wae l itUe debt aoouaulation. On the other band, 
l ittle progreae baa been made in times or peaoe towards paring 
ott the war debt, eo tb&t the total debt b&e adyanced bl atepe 
with euoceaaive ware. 

The inoreaea in debt during the World War waa out ot all 
comparison l ,arger than that during previoue ware. The debt in.­
oreaaed tenfold between 191~ and 1920, about the aaae percentage 
i noreaae a e during the preceding 15$ :reare. I.ndicati ona are 
t hat borrowing in the present war will be well up t o, it not in 
exceea ot, t he rate ot the laet war. 

Coalarieon ot the public debts ot the United State• and t he 
Oiil ed fi~~gdoa 

4 further idea ot the problea oontrcnt1ng the BrUiab 
Treaaurr 1e gai.De4 troa a ooaparieon ot the debt or the Un1 ted 
Ilngdoa W1 th our own. Cb&rt IV presents the oourae eiDoe 191) 
or {l) the nat1oll&l direct debt and (2) the total direct 
gQYernaental debt (national &n4 local) ot the two countriee. 
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no •Jor po1at of ooauaot lle\Wna tlt.e to~to of tile 
'" ooutr1oo 1t tllat praoUoal.l7 all. of Uao 1Jioraato 1a tile 
Br1Uih 4obt 4111'1118 Uait per1o4 OOOUJ'J'o4 1a tho VorU War, 
vb1l• 1a \ho oato of tho UD1to4 ltatot tile 4oPrott1oa 1aYolYo4 
U 1110ro&t0 1D \)I.e pabl1o 4obt laJ'cer tllaa ~t DO to t)le Varo 

Ia ttll4T1JIC \ho ollan 1t tluN14 be r••lleroA tbat tlt.e 
Ull1te4 1111840a llao a popal&Uoa 01117 Uo1at o-\h11'4 tllat of 
the UaUe4 lltttoo. Ooatoquoat171 tho buftoa of a 11Yoa aaout 
ot 4obt 1e about throe t1aoo at lltaYJ •• ourt. (I a 1938-» 
1atereot oa tho aat1oaal 4obt of tho UD1to4 11ag4oa ropro-
.. ate4 about ~.~ poropt of tho aaUoaal 1DOoao: 1a \ho Ua1to4 
State• about 1.7 perooat. ) 

EYoa w1\h tho 1DOJ.ul1oa of tho looal. 4obt, wh1o!l oarriot 
the total. 4obt of tho UD1 to4 Itt too wol l aboYo tbet of Ulo 
UII1U4 11agdoll (at 1o 11141oato4 1a tho ollart), tile Br1Uah 4obt 
1a etUl a~ut tw1oo at largo •• ourt oa a por o~Ua bath. 

on. oouroo of 1atoraot ratoo 1a Clraat Br1ta1a 41u'1y tho paat 
4eci4i 

D .. p.1to tho haaYJ lnlr4oa of publio Aobt al.roa4T oz1ot-
1ng aad tho aew boJ'J'OW1aC 4-..aAo wh1oh aro boial aiiAa oa Uao 
publ1o, there baa been ao tbarp r1ao 1a 1atoroat rdot a1a .. 
the var bosaa, ht oa tlt.e ooDtN.l'J quito a nbttaat1al. 4oo11ao. 
'l'hh 1a part17 upla1aablo ~1 \ho oao7 IIOD01 pol107 wh1oh hat 
beea PUJ'I'Il04 a1aoo Uae war, aa4 al.ao b7 tile faot tbet tlt.e 
aot'Qal. 4ooluaUoa of war -t prooo4o4 b7 a l.oq per1o4 of 
ltraia all4 proparo.Uoa. OoYonaoat ao1111r1 t7 pr1o.,. 1a Jllcl,all4 
hD4 turao4 don 1a 1935, aliA tor aoarl 7 f1n 7oart bofora t!ao 
outbreak of war there bit.4 booa a boar ...rllot 1a nola ooour1Uoo. 

'l'be oov11 of 1ataroot ratoo o1aoo 192' 1t 1a41Mto4 oa 
Cbart T vbio!l o J4na tho J1al.4 of 2-1/2 poropt Br1Uah aoD­
iOlo ilth tho •••race JioU of l.ollll'"tol'll 11D1to4 ltatoo fl'MI'UT 
boll4e oa a .. ath17 llaa1a. fll.o obart 1JI41oat .. ~t 4lu'1al tho 
laet ••••• .. atho ooaaol.t llaYo NOOYoro4 ••t of tlao loll 1a 
Pl'ioo l'llftoN4 1a ilia 7Ml' prartouo to tho nt~ of war, ... 
haYo beoa toUOWiq aa 1QIIIar4 OO'Ill'll at ban lo..-\11'11 !roaa­
VJ• 1a tho Ua1to4 Stat .. ll&r111f ~· aaao per:lo4. Ooaaol.!A 
laovnor, aro aCIIr toll1DI at a JU&IIer pr1oo \baa aD1 reao!l er 
!~ t!lo 71ar ;%~9, 1da1l.o laae-tal'll fl'MOIUT• IJ'O tUU enol 

ut-&&.r-.u, • .-M:~ca. =our!:,r.::M-.rn:. ~t 
Peak roao!lo4 J•at MfON tile war -••aC. 

It 1t appe.raatlJ upoo\14 ~1 tile Br1Uah GoYo..-.t *' 
tho proapoott are soot tor 1atorott ratot to z •sa at «bail' 
Prooaat l"'l.&UYalJ l.Mr lnal.t. 1a ~t ra-t wqot opoolll, 
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S1r John S1mon stated that he did not expect to PAT aore than 
three percent on new borrow1.JI8. Moreover, he remarked that 
all borrowing would be on a voluntar,y baa1s, and apeo1f 1oally 
reJected, at leaet for the tiae being, the oompulaor7 lend1ng 
plan proposed b7 J. ~. ~eJDes. 

Current yields on British aecurit1ee 

All British Government aeouritiea are higher 1n yield 
than United States aeourit1ea of oo~arable term (Chart VI). 
The curve expresa1.JI8 the relat1oneh1p between Jield and t,r-, 
moreover, ia auch flatter 1n the oaae of Br1tieh eeouritiea 
than 1n the oaae of United States eecurit~aa. In other worde, 
t here i s muoh less d1tterenoe 1n 7lel.d between ehort-term and 
long-term Government eeouritiee in Great Britain than there 
1a in the United States. 

Because of its ourrent intereat, the new 3 percent Britieh 
war loan 1e indicated eeparatel:r on the chart. lt ie 1ntereat-
1nS to note that it 1e etlll out of line on the 1,1Pe1de - that 
ia, the yield ia bel.ow the average for the aarket. 

During the paat week British Government eecur1ty pricee 
made additional gains when they reacted favorably to the budget 
a~eech. On Wednesday, UAy 1 , 2-1/2 percent console stood at 
74-1/2 to yi eld 3·37 percent as coaapared with 72-J/4- (:r1eld1ng 
3·45 percent) on April 23 -- a net gain of 1- 3/4- poin~a since 
t he budget speech. 

Attachmente 
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Chart V 

COIW'ARATIVE YIELDS OF AVERAGE OF All LONG TERM U S. TREASURY 
BONDS AND UK. 2~% CON SOLS 
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OJTICE OP J'OREIGN J.O:U auLM.U. RELATIONS 

~ 2, 1940 

J'OR CAJ!Itn."l' MBTIIIO 

Sl GliiPI CJ.NT J'ORli ON Dnl:LOI'IG1ll'lS 
(RoceiTed J.prll 27 to No¥ 2, 1940) 

W I Till II!IGDOII: !he Brl thb Boo.rd of Trade on J.prll 27 adThed 
tho b erlcaA :t.bl!. .. y that all oxiatlnc t..por t llcOilaoa tor egga were 
bolnt called Ill &lld tbet ouch llcenaea would be replaced by nov onea 
poi"III U IOC Iaporta only !roa deflllHolT opocltled coWJtrloa """'"g which 
tho Ucitod Statoo, ~. and eertun other forelp eoW>trloa would 
not bt included. The .Board atat·ed that the ... aure wat neceaai a ted 
by exchanca conoldoratlono and that It wao not 1ntanded to bring P.bout 
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a pora:aun t c:lla.nce Ill the ebenllelo of trade. Tho a oaoure waa not public­
ly &nDO\I.DOt14 • 

SPJ.IN1 J. reduction of 50 percent In tho allotaenta of raw cotton 
to tho Cat~lan Textile Millo after J.prll 28 waa annoWJced by the Sub­
comlolon Roguladora dol J.lgodon. It lo likely that aomo of the mll la 
wil l be forced to clooe dovn tbnugh theoretically tbla roatrlctlon will 
perc It tho operAtion of plan to tor 3 day a a veok. Since the credl t troa 
the Expor~IIIlPOr\ Banlc bao been uaed up 1 t would appear that the onl.T 
reatrYtl t he Spaniah GoYernment ean count upon at the present moaent are 
epproxhcattl1 33,000 balea, eollprlata& auppltea purchated and 1n proceat 
of ahl !"'ltllt. No barter or credit ogo .. ent with U17 count17 tor tho 
auppl7 of n.w cotton h&-a been concluded. eo t•z at CAD be le&rlled. 

S'I I fZlWiL.Uills In on aqe..,ant contracted. v1 t b the Brltloh end 
lreneh OoTOrnaOilta on J.prll 25 the Svlaa Oo•ornaent undortakeo: (1) fo 
prohibit entirely the exportation ot certe.ln apeclflod eo111110dlt1eo, pr lll­
clpal.ly r aw utorlalo and toodotulta; 8Dd ( 2) to ll•lt the e.xportaUon ot 
other opoc l f led. eo..odltieo to normal aaoW>tt (•ia. trade In 1938) or to 
certain arbitrarilY fixed quant1t1ea. !h• latt er limitAtion, boweYer, •P­
pll ee only to ahipaenta to GercaQ1 and to countrie t contl«UUu• to Ger:&QJ, 
exeept :Boleiu., and to Spain, Bulgaria an4 Ruunla. J.ll article• not on tbo 
prohibited or reatrlcted liat (including toola, lnttrumenta, machines, vatehea, 
tynlbotienl dyeo and embrolderleo) can be exporte4 freely, •••n to Germany. 
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~ .a.ortou Klaiotar wu author1t&U n17 111.,.._. U&at tile aero nt 
'-1 110 pl'Ob1b1Uou or r .. vsou_. oa ali i-at& ot •-'ltiao 
noi'MUJ eXIIOl'- fr<a 11111-J'l- to 1ile llal- hatH, 

cm~W~t• 'a. tolloori.ac ott1o1al o lq~ae relaUq to u.a Go...,._ 
_1 ... tJ'I4o nosot1at1ou ftl publ1oho4 1a ... CloiWid --11'1 .. 
.1.1)1'11 a~~. 'lbe a. ...... IJI4 t.hl a .....s ... ao .......... -·•lou tor t.ho 
J'lguloUoa o:t Oo~a tndo l'lloUou oo110ludod a jo111t 1a111on 
in Buob&J'II t on April U 1>1 t.ho o1p1"8 o:t a 'Oiabor o:t • .,.._..to ombod:r-
1111! the ruul to arriTod at dur1"8 t.ho ooooion, Both o...Soolou haft 
n uiood the donlo-•t o:t tl'odo IJI4 pa,_nt oo114Uiou bo-n t.ho two 
ooUDtriu aDd llaTO ll"'od upon oortaln MUUJ'II ollloll oUl taoU1tata t.ho 
e.xeouUoD or •-~nt •. pre.,.tou.ely M4e. 

NOII11.1J1 'lboJ'I .... outtlo1ut ouppl1oo o t tood tOJ' t.ho pl'ellnt 111 
the llol'llciU ci t1oo o:t t.ho Oolo d1otor1c t, .l h1oo o-!oololl, J'loont17 
appo111W, 1o otab111siq prlooo at PJ'IIIIlt l nolo, IIMaplo-t 1o 
bacoaiq lll'iOUio l!oOIUII ohipplq IIJ'Iliqo &J'I ut boill& J'I001Ted0 t.ho 
ahortap of_.,. l o lll'iOQII, •-c1• IJI4 llllportod pldo 111 uah= 
quut1 U u .... ..,.,1118 Oftrl&D4 to Oomd7 b:r ~ ot -· a~iq to 
roporta. l!oooUII or t.ho l&ol< ot..........,. roo •tor1alo tr<a &brood, IJI4 
UDtU ,.. oourooo of oupplr &J'I :touaol , MIU' 1D4uotor1oo 1111 ..-111 1411. 

BRAZILl WHII a rtoo to Ula poooiblo oonUnuoUOil of tho boa..,. 
pur ell ... a Wbloll ~ .. &D4 Ore a t Br1 to ill lluo ,.. .. ,.u,. 11014o 111 Brasil , 
the ao •• ,... .. t . ot t.hoa -trioo .... IIN1"8 to ..... u.to •epeoial tJ'Iat­
meot • or "apeoial • .,.._,.,~ ' "" •au o:t p.,_..t, Putial p.,_ot o1t.h 
bollllo aDd dobentureo or Br&all111l o_,.1oo bold b:r t.hl Br1 Uall aDd t.ho 
h .. oll hal boon lua&'lltodo '1bo 1oouo, boooTIJ'o b&o 110t rot bMn llll• 
defined. It 11 111ts-- 1>1 the Br1Uoh IJI4 t.ho Jrenoll t.hot t.hoJ •Ul lla,.. 
to at op t bol r Mat pur""- 111 Braa11 IJI4 b\17 trCD .lr•ntiu 1111- it 

the lr coDIIUiou .... a.ot •t bJ Bruu. 

'lbo r oUOiiq Voul&Uoa ot a hll'l1p otttoo -...,..s,. J'IOI1Tod 
ill tho Morioall llobaoor tra. till BrasUid 11.1D1otar ot J'vrol p .lthiro 
""J.prU 17 o-..u.o tile I'Naoh aJIIl Br1U* waeottau u PJ'I-- 111 
the OoTo...aata or - ooa:ntrioo to t.ho Qoorouwoat of Brasil. 

•11oo ao....--nto ot ~ .. aa4 ~t Brltaio b&TI -·- t.holr 
doail'l to ooaoblo •1"1-"'* oUh t.ho BrasUiu Qoft~t doolpod to 
l'lgulota their -rclal IJI4 t111Amo1al truMoti .. 11th Brasu.• 

"Oroat BrUain, obllpd 1>1 olro,..tuooo to teaH.M her Pllft)Lueo 
troa OOUiltri oo wit.h 'llhl oh her tl'odo balun 1.o .... :ruoroblo, lo illtal'lltod 
111 bol'l&oi"8 her purob&lle 111 Brasil proY141q tho Braa11111l OoT•-• 
ISNII t o re.,.Uta t.ho pa,_,.to ill &Ooorduoe ol .. a bllatoral aaro-n\ 
14ootloal with t.ho ...,.._,., ...,.,.rlq _,.to alroa4:r ooaol114od with 
J.rpnUu, &Dd w1 t.h - ot t.ho lleu41a&T1U •-trloo, • 
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"Tbo !reoob Go?or~nt in turn to doa irou. or undertaking nogotio­

tio•• for OD OSJ' .. moDt Whi ch Will perQj, t 1 t to acquire 100rChOA4t .. i.n 

llr'o&ll, ua1ng tor tbia purpoM tho .,..,. ot pa,..nt oblob lt boo avolloblo 

1D Brozll, .&moos tbo meona ot pa.-at Wbleb l'nlloo la oouUaa -· tor 

her purchaooa trom Bro~il oro tho Tar~ouo French blocked milro l o cr~ito, 

Brozil!OD importo or hooch products , and dopooito Obtain~ b:r tbo 

Brull!OD Govol'!llnont under tho dofinitlTO asro-nt on tho Sao Paulo Rio 

Grede rallwq." 

Io an ~droaa modo on Apr il 28 Ill S&o Paulo, heoidoot Var~o 

referred to lncroao1ng ditt l cultioo in malntallll os Brozil 'o axporto ot 

ccftoo ood o thor producto UDder oar ooodl tiona, ODd tbo co110a~ueot harmful 

ortect. on BrasUta.u ecoDOIQ". He aa14 that " in order to pre1ene ita 

trade balaoco Bruil would han to r oaort to llal tat1oD or l.olporta (oopoci­

all:r luxuries ) ODd to quotu tor couotrioo appl:rtos ouch mo .. uroa to 

Broziliao oxporto. With credi tor natlona Brazil may conclude opoc ial 

ogr<~omonts boa~ ~· tho rodamptlon or Bra:tll'o torol so bondo, • 

:!UilOi'"'....t.ll CIU.nl CROPS: Inton~&Uon trao orrtcial OA4 prtnta oourcoo, 

fbllo lllcOCil'loto and not nr:r oatlotactory, io nona tho loll cloarl:r lnd lca­

tiTO or a backward and uopromto!ns ooaa"" tor wtotor aDd aarl :r aprlnl! graino 

over tll.\l.Ch o·r Surope . MobU1zet1on, aoYere wint.er , late aprlng , and serious 

flood ill£ wUl uoqueatto110bl:r reault ln tl&tar ially below noi'IIIOl acroo~ tor 

ill winter and oarl:r aprilll! gra1110 oTor auch or tho contiDont , !ncludi141 

puta or Ru.sat a. 

Yield work waa uarol)l' begun in mid-April OTor much or tho Danublao 

Buin whore tloodo ban hoan of unproc~ontad oOYeri t:r, Tba Danuho 

countrioo wi ll probebl:r plut a larp acre a~ to corn aod o lbor lote cropo. 

SJ>rlns M~lng ln nuaai a 011 April 10 woo tully 10 doyo behind 110l'Oal . 

'Acc0rd1'41 to ott1oial reporto onl:r 10 CL!llion acroo , or ~ percent of tho 

totsl plen, had boon .... ~ by that data. 

'lbe reduced area• 10'111 to winter gr"&1DI &nd the turther ourteil.ment 

b:r u tonoho winter kill in Yranco , I!Olgl\a and Holland han 110t boon otroot 

by epr!ng oeadlnl! duo t o tho late oprl.ng aod tho labor oborto~· Uttlo 

!ntonv~tion t o aTallablo tor tho Gtn•man regtona but 1t to not llkol:r t hat 

condlt!ono pronlling tl>ora differed matortelly trao thooo In adjolll!.nfl 

eount.r1ea. 

-• trade boli .. oo that t bo Brlt!oh hop acroo~ Ill 
~_AN HG?S: ~ b t tho oome •• in 1V3V, 

lV<IO will amouot to a pproxllllate l:r lV , OOO ecrao or : ":u t winter klllo 

Ro, orto tram srowtns dte tricto are faTorablo d~i.:wol~ pluo tho proved 

'3»811oh hop prl oao haTO boon t1xa4 a t '-~~ per b r 1 aDd tho trade hu 

1ncreaae ln coa t ot produc tlou. Bop 1 tocka e.re • •r7 ow te4 

boon W..uccoootul 1n obtalnillg contlneotal hopo . lJipol't l!c-· sronh h 
d i""t of Pa cltio Coeot hopo, ohio &TO 

,..,eently tor about 10, 000 bU:ldra " .,.. b&t In pnar~ tho ~~ tioh 

now arrived , baTe eaad tho oltW!tion oomel ~ b:r' tba cal tins barle:r ohorta~ , 
aa=.and tor int)or ted bopa hal been reetr c 
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- '-
bT reduc..S opeoltlo g:ruity tor bear , &114 by t» llal tatlon ot aaxi:lrn 
bon produotlon to 11138 l•ela. '!he ottoot ot looroaoo4 taxea on bev &D4 
apld ta la IIACeJ'tala but tho htaTltr tu On tbo lottv •1 faYOr bOll' 
.. BJ~\IlPUon. 

Ropol'ta trCD Yugotlnla 1nd1oato that bop pr1ooa II&Yo ..tTuco4 
tran :Ill dinero in SeptembOl' to 8C 41naro par kiloll'aa 1a llal'oll , lup :Q­
•• 0 ~••ult ot tile 4eman4 tl'Cm t» United Sta too, Stooke remain onl7 
tro111 tho Ol'OPO bOl'Tutod pl'ior to lVZV , and non thooo 01'0 ahloat 
oxhouoto4. Yucooln hop produooro hope to bo able to a;pan4 tbolr lV40 
plonUnp ao oo to toke full o4nn~ ot tho tlla1not1on ot oompe titlon 
frCD produooro In c .. olloolOTakia, Gem&Jl7 and Pol&Dil , 
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OWQift Ol 9tPD' to PWllllQI AD IJIPII rgg 

Prior to tlw out'bi'Mit ot wr \M JalUo &114 lo&ll41 .. -

ooutrlte , otlwr t- llaaark, ,..., llli'P~IOC \M 111lih4 liactoa 

v1\h a'bollt 1.00,000,000 }IO'IIZI4o ot cra ... 4 pozt< ... u.l.J.T. !beoe llaiP­

_\0, about \hr ... tounho ot wllich orlcl .. \14 11 Pol&ll4 &114 Ll~ 

aola , oeaeed Oil tlw ou\llrMit ot wr. llore reOIIltl.T, \M o-Uoa 

of ~ liT o..._- ollllt ott about 400,000,000 po-. ot cvl4 pozt< 

fro• the 111l1ted ~. !hie raJMo a quee\loa u to W.\ ert•t 

Oalla4o, \he olll;J llpor\allt -..,lre eovoe of poltt, ...., u4 will .appJ.T 

thlo 4ot1c1.,.cr,r. 

In 1939 Oua4a lhlppe4 187,000,000 po•41 ot CIUI't4 poltt to 

the t1n1 \14 liaoc4oa. Ih u:porto ot pozt< to other OOUR\rlll were ,..._ 

11C1ble. !1M larpet -"• enr _,, troa Cua4a totaled 346,000,000 

pound• ill Ulll . 

!1M -- ot bop oa Oau41u tarao Oil De-ller 1, 1938, 

totaled 4,7'70,000 a.-4, ... ~.~u~r- ot ll4 per..,.t onr the prntou 

7tar M4 \M larpet ·- oa r-r4. r..rt~~ .... re, \U -- It 

'106,000 , ... •• • ••• ot ae po!'M&\ - the pred01ll ~- ~-- ........ 

ol:l aoa\ho ot ap oa Dec.lllr 1, lH9,' totaled 1,3041,000 IMaA, • U... 

orea10 ot 37 perolllt'"""' thl prenou TUr• !lleoe turiull ill-­

w, \opther wlth tlw poelll'blll\7 of ••-• earlier auketliOC u 

\M ronU of taftra'ble prioee, pout to \M pro.,_.u.., preaoUoa 
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or 1 , 085,000,000 pouncle ot pork 111 Canada 111 1940, or De&rl7 40 

percent aore t.ban 111 19)9. D011 .. t1o co-ption 111 19)9 toto.led 

5)6, 000,000 pound• • U ccmauaptlon 111 1940 should ai'I*'OXiaate that 

r~ Canada would, wit.bout ..., aporte, ban • eurplwt tor export 

2SI 

in 1940 or about 550,000,000 pounde of tr .. b pork or 410, 000, 000 

pounds or cured pork, prillaril,y WUtsbire eidee. fbuo, CeDada would 

be able to aupplJ' tbe United lincd011 111 1940 witb about 225,000, 000 

pounds aore or c ured pork tban it euppl1ed in 19)9 wltbout reducine 

oither doaeetlc coneuaption or t.be 11\laber or breedine atock. rbe 

410,000, 000 poundo coape.res wltb the a111aua of 290,000, 000 pounds 

Ceuada ap-eed to oupp}¥ tbe United ICinedoa a t a specified price ulldu 

the ap-eeaent concluded between the tiro colllltriee oa Deceaber 5, 19)9. 

Based Oll a ct.uel laporte or pork troa tho United Statoa in 

Januar:r and Februa17 1940, and asauainc tbat the aontbl7 quota apooed 

on imports troa the United Stateo would app}¥ for t.be reaaining ton 

liODt.ba of the Je&r, Canada would obtain fro• tbe United Stat.o about 

)7 ,000, 000 poullda ot pork t.blo Je&r coapered with 22,000,000 in 19)9. 

1hlo would releaae an additional 15, 000, 000 pouacle ot Canadian pori< 

for erport to t.be United llncdoa . (It ehould be noted that the .... race 

C&nadlan aporto trOll tbe United St.t eo froa 1929-~9)8 , incluoin, wao 

280,000 pounde 1114 tbet nearl7 all of t.be 22,000,000 111 19)9 .... attar 

S.pteaber 1.) 

In other words , Canada can supplJ' the United 1C1.Dcd001 with 

an additional 240, 000,000 to 250,000,000 pounds ot pork t.blo roar •• 

a partial offset to tbe lose ot tbe 400, 000,000 pounde tbe Onlted 

11ngdoa nor.all1 obtains troa _.-~~;. The ect-t lo .. 111 euppl1 .. 

troa Danleb eo\II'Oie in l'Mfl would be onl7 335,000, 000 poUDcle, aa Dea­

aark 1w1 al.Had7 aupplied tha United lined"" witb about 65 , 000,000 
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po..U prior \o l\e ....,...uoa lr lw ; • 1M (MeU. .t ,..., ... 

~·--- - lkl\e4 n..- llip\ ... la lh - ... ........,, ... 

a~~4 .... ..,uoa .. a ronU of \U oanau. .. , .t Dial* npplloo of 

pork vill H \M .U,Ioo\ of -\Ur _r..,._, 

I JlpJ\ 
I 

lo . bop oa t- Hc:~•••ac 1 
of ,_.. IIM4'J./ 

Jo . pip __. I -u.a 
otaco 1 •lJ 

Jo . oowo \o farrow la epr1ac 1 • 

Pork pro4uUoa 1 Po-. 
lloa .. uo ....._u.. 1 1 

II:J:porh \o laal\e4 11ac4aa 1 

liM JlltQ •• ,, .... 
I 

I 

•••• ooo. 
I 

a.l40.oooa 
1118,0001 

7'1'1, 000.0001 
eae.ooo.oooa 

I 116,000,0001 

"· '1'70. 000 

a.aoe.ooo 
'101.000 

1,011,000,000 
lll6, 000.000 
<110 . 000.000 
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Cont14tnt1al 

P4RAPHRA81i 

A telegram (no. 373) of Ma7 2, 1940, from the American 

Consulate General at Shanghai reads eubatantiall7 ae follove: 

Text of message from American Information Committee 

aent through Manila amateur radio supplied at ~ request 

toda7 b7 Commit tee Chairman 11 aa follove: 

'Honorable Cordell Hull, Seoret&rJ of State, 

llaeh1ngton, D1atr1ct of Columbia. Strongl7 reco1101end 

present ae moat strategic opportun1t7 make loan China 

purpose stabil1~ing currenc1 object forestalling further 

attacks against Chinese nat ional currency through 

creation another puppet Central Bank operated b7 Japa-

nese ar.J and liang Ch1ng-vei Regime, Nanking. Thought 

certain Japanese plann.ing exchange control here e11111ar 

caeee Tientein which d1ecrim1natory American t rade other 

1ntereata here, elsewhere. Curreno7 atab111~ation loan 

would bolater Chinese morale, preeerYe un1tJ, aa1nta1n 

confidence people reoogn1~ed 81no National Go•ernaent. 

Such loan could be Jointl7 managed under currenc7 manage­

ment agreement profitable both countriea. American 

Information Committ ee• . 
The 
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The ••••as• waa inapirad bJ a oonYaraation wbloh 

certain mambara ot the Intormation Coaaittae had with 

Dr. Paul Monroe who paaaad through Shanghai laat weak-and 

homeward bound on Preeidant Piaroa following a meeting 

ot the Chinata Foundation in Hong Kong. He waa ot the 

opinion that the Britiah tun4 waa praotioallJ exbauetad 

and unle11 tometh1og were dona Shanghai there might 

be a complete oollapae ot Chineaa currenoJ. On April 28, 

the Committee vat intoned i n oontidenoa b7 Dr. Monroe 

t hat at t hat time there remained in the atab111&at1on 

tund lese than IJ.,Soo,ooo. Dr. Monroe waa anxloue that 

it not appear that the in1t1at1Yt had oome troa the 

Chlnaee authorities and he did not euggeat that the Com­

mittee aand the telegram. RowaYar, the 14ea ot the 

t elegram grew out ot the Committee'• 41eouea1on and 

there 1a no doubt that the Committee vat 1ntluenotd b7 

the tact that Dr. Monroe had talked raoentlJ in Ctmngk' ng 

with O.neral Chiang lai-ehek. 

Publ1oit7 ginn in Shanghal and in Vaah1ngton to the 

recommendation, in a4Yanoe ot the receipt ot the telegraa 

bJ the State Department, implJing that the ex11t1ng 

ltabilization tund baing operated b7 the Bong long and 

Shanghai bank wae almolt exbaulttd encouraged haaYJ 

buJing 
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buJ'lns fro• the Control on llq 1 wtlloh le4 tiM ContJ'Ol 

to retu .. to .. 11 on the 110rnlft8 of llq 2 aJI4 Gallee4 the 

Chlneee dollar to weaken oonelderablJ, 

%70 

'!'he Committ" fa1le4 to ooneult the Coneulate General 

or looal Allerloan banlr.ere before .. noUns thle telegr&ll or 

gh'ins 1 t looal publ1o1 t7 and hae oD17 now (llaJ 2) 

aupplled ooplee of the telegraa to the Allerloan Cbaaber 

ot co .. eroe and Aaerioan Aaeoolatlon. 
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INTER.OFFICE COMMU NICATION 

DAT& ISay 2, 194<> 

TO Secretary Worgen~u 

fROM ~!r. Cochran 

Mr. Pinaent tol d me in strict aecrecy by telephone this afternoon tbat the 
!ir itiah Trouury 1a conte"'Plat ing me.lcing a Pa.y~~enta Agreee>ent with Japan. The 
Briti oh purpooe ot ouch an agreeaent would be to prevent the whole of the atorllng 
,;,,;ch Japan acqulrea !roe> being dhpoaed ot on tho tree market . I contlraed 
to~. Pinoent that the depreciation o! tho t ree pound on the New York Q&rket 
f r t0uently cNOe a t A result of Japaneae oolllng, I aoked ~ 1! he had let 
our St-at e Department know of this propoal tlon, dace I sa .ure Seer·et&r7 Hull 
w>uld be i nt ertoted in it fro= tho trade anglo. Mr. Pinoent aald t~.at the mt­
a r hAd not proc:re aaed ~ar enough yet to •rrut a coc=mtcatlon to the State 
~po.rt.=•ct, but that 1ntor=at1on would be paaaecl on ln 4U8 courae. 

!lq 4, 19110 

I p.n the !oregoiDC 1nforu.t1on to Seore\&17 Norp.11tlwl orally a t 4130 p . a . 
!Cay 3· 
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TIIASUI'f lla'AII!Wift 
ottloo or u.. S..!,..t.&l~ 
S.orn S.rYioo Dhillon 

To 1 lire. nota 

Fromt Chief Wiloon 

For ;,our into..atiOil we attach 

1 t.1nera17 of tho Preeident • • trip to 

a,de Park, llo,J ) &DC! llq 4, 1940 • 

• 

272 
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O,.n Uy So»dl!l! 

'l'rip of tM Pnllia.at to 

R7da Park, If. T. 

Prid!l, l!!l 3, lHO 

LT. llooh1qtOD (Peauylftllia Rll) • • • 

. . . . . 

PaN ll.l.a1JistOD 0 Del. . . . • . . . . • 
Aro Ph1laclelph1a, Pe. (:lOth st . staUOD) • • 
LT. Ph1ladolph1a, Pa. (:lOth St . staUoo) 

Ar. New Tori< (PonnotlTaDia Station) .. 
LT . New Tori< (Pennarl YBnia Station) • .. 
Ar. Mottbo:nn, H. T. • . • • • • • 

• 

• 

LT. lloUhnon, H. y, , (HT Cutnl RR). 

Ar. HTd• Park Station, N. Y. . . . . • • • . . 

' . 11:00 p ... 

• ll:tiO , ... 

• 1:00 .... 
• . • 2:011 .... 

2:011 . ... 
• • • • .&:30 • •• • 

• • ,,~ • ••• 
• • 6:08 •••• 

6:18 . ... 
• 8:30 • ••• 

All tl!ll- .... 
:laatol'D Stu4ard 
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C ... lll'IDB!'ITHL 

Trip or the President 
- to-

Uyde Park, Ne~ York. 

Friday , Way 3 , 1940. 

Lv. <11\ahin<'ton • •• (Penns'VlvaniB llailrotld) ,,, .11100 p.m.s. s . T. 

!Ja turdny , !Jay 4 , 11140 , 

lr , Hyde Pnrk, N, Y, , (N,Y. C.Ra1lroad),,,, ,8t:50 e. .m. J! . S, T. 
(91:50 a .m.D. S,T, ) 

!!embers of the pArtv t 

T h e P r e a i d e n t . 

IUss !! , A. Leliand, 
Ur , ffilliau D. Haaaett. 
lass Gre.ee Tully, 
ur . Henry u. Kannee . 
Miss Louise llaehr.e1ster. 
!:iss Mable ;/HliiU'Ia . 
r:r. Geor11:e A. Pox. 
Ur , Dewey S. Lon~. 

Secret Service ~~ents . 

Newspaper Corresoondentst 

l!r. Felix Belair, 
l!r . Geor~e E. Durno, 
llr . Thom•u F , Reynolds , 
l!r. Doucr,las B. Cornell, 
l:r . :l'lltor Troh!!.n, 
t:r. Brueo Pinter, 
~r . John K. Purcell, 

Broadcastin~ Representatives: 

Hr. Cerle ton D. Sr:1th, 
llr . John Charles Daly, 
llr . Alfred Powley, 

Photo~raphers' 

Hr. 
ltr. 
llr. 
Mr. 
llr , 

George Skndding, 
John s. ~o~pson, 
"1 , J , Smith, 
Alfred Wotldron, 
Robort .l.lenton, 

Tele~raph Representatives• 

llr . C. S. Linlr1ns, 
l!r. T. B. Bowen, 

Hr . f'Arry Xnrr , D. P.A., 
Pennsylvania Railro•d, 
In ch~r~o of Tr•nsnortatlon. 

New York Tines. 
Intnrnationltl Ne~s ~erviee . 
United Press. 
lsaociPted Press. 
Chica~o Tribune. 
Now York HorRld Tribune . 
New York Unily News. 

IIRtion•l Broadcastln~ co. 
Col~bia Broadcasting Svstom. 
National Broadcasting Co. 

A• aoointod Press Photos. 
'omo Naws Pictures , 
Times-/ide Porld Pictures. 
Fox ~!ovietone News , 
p., ramount llowa. 

lfestorn Union 
Poetsl. 
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TREASURY DEPARTMENT 
275 

IHTD On"'a COMMU MICAnoM 

..... lAY 3 t940 

, .... 
Secretary llo:rg.,thtm 

Jtr, Toler 

I n accordance with the request conteiDecl "!' lr. '!ha.peon' a 

aeDOrand\111 or Dec•ber 26, 1939, t.ber. 1e attacho4 a ......ry report or 

etudiea or proj ecta ce.rrlecl on 1n the Office o! the General Couuel !or 

tho CODth or April, 1940. 

Attacha ... t 

l 

• 

• 
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su.wtr REPORr 01 S'lUDI!S OR Pl'lll'ECtS Ill 
'liiE OFFICB OF 'IX£ Gt'!!ERAL COOIISJL -

.&l'!!IL 19'() 

Tho roJJ.owille ut!Ara receind attention 1n the Ortico of tho 

Clliof Coun•ol tor tho &reau of Internal Revonueo 

1. lnCOIIlO Tax - Cancellation of lndobtec!noos in Benlauptcr 

Caaep and Resul tin& Ad luato:ent of i!ap1p. In cooperation with 

tho Leii1Dlative COUnoel of tho 'l'rea!W7 and repreaentotivee 

ot tho Securities end Exclwlgo ec-ioaion, a otuclJr has been 

CO<Iplo!Ad with respect to a posoiblo Ua11Ad raviaicm of tho 

Bo.nkruptq Act or tho Internel Revenue Code at the present 

aea!ion of ~sa, with a view to bansonisl.ng as near as~ 

be the provisions of thooe enactments dealing with cancellatioll 

of iDdebtedneas. 

2. Incone Tax - Effort to Collect fro= tho Attorno:.; General 

aa Succe•aor to the Alien Property Cuetodicn. Study 1o otill 

bol.ng given to the means by which the Bureau adsht affect 

collection out of' 1'\mds in tho banda or tho Attorney General 

oa ouccessor to the Alien ProperlT Cuetodien of ouch iDCOM 

ttxee u are due tr<>e tho alien wi t.h raepect to inCOIIe not 

ario1ng out of the proper!J 1n the hAlide or tho Attorney Gen­

eral. The Trecoury has auggoeted that the s ituet1011 be 

rOIOOdl.ed by the issuance of an Executive Order. 'l'he Deport­

ment or Justice now proposes that the anda desired be accaa­

pl1abod by tho moons or an •E>tecutin Allowance• iDsteM of 

an E>tocutin Order. 

278 
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3. Jncocoe Tax - Swedish Convq,nt ion. '!her. baa bun un<!er­

tcll<en a proo~pt development of TreoGUJ7 regulations under tbe 

convention with S.-edan, without waiting tor the reaction of 

Sfledish authorities on an 1ntol"'lllll draft, consideration by 

Sweden be1ng delayed by the international aitUD.tion. 

4. Sociel Seeurl.ty Tax - To Excl!!4e Certain Covery:ea. 

Sepor&te but a1.adl<.r billa pend1Dg before tbe Senall and House 

or Repreaent..tives 110uld exclude troa coverace under t..'>e Csr­

r ior3 Taxing Act and the correapond!na prov!oions or the Code 

end un! er the RaUroad Roti.rement. Acta eert.cin services per­

!omed outside the United States. The chief obj ective of tbe 

proposed onnctz.ent i s to except t'ro:> tho t..x provisions ser­

vices perfomed 1n L!exico by e111ployoao of tho PullJaon Co:open.y. 

Under the ll$ldcan law, the corpor .. tion 1o required to employ 

llexico.n citizens end is prohibited troJll aald.DJ deductions troa 

their Wst>es . A atudy waa given to the content o! the proposed 

enact::lant end a . Treasury report na preper.d and forwarded at 

the request of the C!lai.rlDon or the Sen" to Co::oi ttee on 1ntel'­

cta to co=erce. 

5. Social Secur1 ty Tax - To Ex;ten4 CoverMo. A bill is pend-

1ng 1n the Senate 11h1ch would oxtond oovoraro under the old­

st>• an~ aurvi vors insurance program of tho Social Security 

Act to certain services , now exclude<!, perfomed by employoes 
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ot certain organizations ouch u charitable, acimtitie, 

litare.ry, educational, ond relJ.iiOWI organizatiOIUI. :file 

bill would i'Urther ot!eet certain administrative clwlgoa 

wi tb respect to tax colloctiona . A otlld;r wu given to 

the content ot the bill ond a 'l'r•IU1'7 report prepared 

ond torward8cl object.ini to the propoaed adll1nist.rative 

c:~um&ea, bllt expn~ssia& no opinion on the proposed ut.>­

eion of covara;;o, it bain& oboerYed that the Darlta in that . 
respect raised a question of pollC7 tor Cobgreae. 

6. Social. Security Tax - Groaa IaCOM Tax to l'inanco 

Qld-Ma Annuities. Stud)" wu givon to the content of the 

bill introduced in the Senata br Senator Dome:r ~uant 

to which a ~ gxoss incoae tax would bo iaposed to finance 

old-ace ennui ties 1 and a report prepered tor the approval 

ot the Secretar;r. 

7. blc0110 Tax - l!eduetlon n. Cogoteaiona Paid oa the 

Sale of Securitlee. StudT io boinC giT., to tba pcaaibl.e 

nocesoity ot IIOd1t)1.ng the ....,W.tioaa with respect to the 

d-=ctlb111ti)" ot .,._uaiona paid on the aale ot aecuritioa 

in the cue of dealere. :file question ia1 Do oe111ng c-. 

lliaaiona conatituta in en;r caae a deductible -se, or 

are tbe;r to bo t.rooted unitol'lll.:r aa an ottoet to the aal.J.in& 

prieat 
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8. l!!9<11M Tax - OdJI l!anoetec! 11! I!W9! p sta b:r 

lo!l!!!• Stu.IJ' 1a bel.!!g ctven to -.. appropriate reY111on 

ot tho nocuJ.ationo with l'tlapect to the l.!!COM reol.ized bJ a 

1oaoor .. the reoult or iaprov-tl on tho property llllda bJ 

tho 1aaaoe. A revision IIOUl4 appear to be 1'tlqU1red b;y the 

declolono or tho Supr•o Court 11! !!. l!. Blatt Co, ... 11!!1ted 

Stetea, .30S 11. s. 21>7, end BtlnriAg ,., Bz:gm, (llarch 25, 

1940). the nocW-at1ono ban pelWittec! tba leaeor at hi.a 

elct<>tlon to noport the l.!!ca.e 11! tho :rear tho iapro'r-tl 

are lllldo or 11! ol.iquot portions t.hroucbOilt tba period ot 

tho loose. 1be Court hu ciYan expraoo1ca to the Yiew 

that the cain is rool.ized and 1a tuable ODl7 for tba ,-ear 

ot tho teml.!!Ation ot tho 1 ... a end ot tho tek1Dg ot poa­

aoaolon and control b;y the lessor. 

9. !l!ateta Tax Perecmal Llab111tr tor Tax. Stu.IJ' is 

belllg Ci""" to tho sugcestion that Cecere•• adopt a nonsica 

ot tho Batete Tu proYieicaa ot the Codo ao aa to proYida 

that the cacutor aball be per!!0!1•ll7 liable tor tho owt.te 

~to tho axtent ot tha nlue ot tho doeoclct'a proport:r 

c:oal.!!c into hi.a poas oosl011; also 1 to proYida that all per­

..,... ....,.,oocll.!!g to &D7 l.!!taroot 1n the ewt.te allall be 

peraonally liable tor tho eat&te tax to tba axtent ot tba 

nluo ot ow:h l.!!taroeta . 

AU ot tho aboYe Mttaro wero bandlocl .....S.r tho -­

rla1 .. ot 0 . 1. -· bood, JAclalatica end RoraJ.ati..,. 

Dlrlaica. 
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Tho following DIAtt..rs •ere work.cl on 11\ tho llint end llonetory 

Section under tho direction of Mr. Borrusto11\ 1 

10. Foreign Exchnngo Control. !hero were drafted the 

Execut ive Order and the Regulations or April 10, 1940, .,...iou.o 

license and report forms , genersl rul.inco , 11\structiona, alld 

other doCUIIlents 1t>vo1ved 11\ the oett1t>c ~p or the control 

ot transactions 11\ propart7 ot nationsla or lo""7 and DonErk. 

Pohle 1& serwing 11\ ths group w!dc:h 1a paaain& upcm appl1ca.­

t1ona for l1c01>8es. Extenaivo work baa aloo been doae 11\ 

anSiferin& inqmrles concernin& the Order, ~tiona, etc . 

Aleo, 1n connection with the Order, Reculationa, etc . 1 we 

prepared legal meoaoranda concern11\g the appl1cabU1 ty ot the 

Order and Regulations to transactions 11\ stocks and seruri­

tioa, bAve participated 11\ d1aeu.oo1onc w1 th the Attomq 

Gcnerol. regarding this natt..r, and ban dratted lecislation, 

c-tteo reports, etc. , designed to rOIOOVo 1UJ7 doubt tbat 

the Pr<oaid.,t baa power to regulate traneactioos 11\ foro~ 

stocks alld sec:urltie.o. The cmtiro ato.ft ot tba Section 

worked oo this zatt..r. 

U. Inter-American &nk. We aaaiatad 11\ tho 1'11\al prepara­

tion ot the doc\lllents on t..'>e Inter-American &nk. Friedman 

ond Forg~on workecl on this . 
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u. MUM • z:S.OM ""tr eo. y. 111w 8MW· • 

to the pe\tt.loD of tM BriUIIII •vr1- Tob&ooo ~ tor 

• 111'1' ot cer\1orvi, l'riedMa IIOl'bcl .. tllla -· 

1). 8pul'llll SUm Cyt. le par\tolpated SA tile 4Joe.t'\1llc 

ot the Gotu-t'o l:rlot SA the Spaaillll oUYU' -· 

l'ri.edMa worlted .. tllla -· 

14· "s'C!!! Td•o. a. larch 5, 1940, oix Rite....., 

tued, to &ich '!'r.uw7 ottiolalo ue par\tee, I Hllil to 

eajoSA tile ~t ot ....tala a-. ot the Sl>•d•l IIG1-

Cla1u eo.iaei<m to tile boldaro ot INch .. -. ODd to pro­

rtde tor ~t ot INch .tlmde to a recal.nr. !II- Rite 

are broolcbt b)' e.tto.....,.. cl••••ns 1Aternte 1D the.-. 

b)' rtrtaa ot tM .....-te •tered prior to ~ .31, 19)8, 

A atoa.~T wu ...S. ot tile bill ot OOBp"'nt 1D each of the 

Rite tued mel a letter ca each nit wu wrltt. to tM 

~t ot J'u\toe .. ~ torlh tile Mtten 1D tM 

bill ot .._, ... at &icb ~lie ....,.tted, ~ed, .. 

expJ••ned. Alao ..,...\teal....., ...S. .. to attiraU.,. 

W.aeo &ich llbolald lie ....,eo~. .... ....ned - tllla. 

15. Pgl Aateeu ! • l!piW stttg. le oooperated 111th 

the llepartiMDt ot Jua\toe SA pHp&I'1Jic a l:rlot 1a oppoe1 U• 

to tM pe\1\1 ... fGI' oer\1olvi tued b)' I&Uwll. file nit 
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1a upon a gold-clause Liberty bond tor en 11110\mt 1n axceas 

ot the face amo1mt thereof. Fried.m&n worked on t.hls. 

16. Argonaut lo!ining Co. Case. A letter •a• prepared 

and sent to tho Department of J'uetice advising thnt tho 

Treasury recommends the acceptance of the eettle!!!ent propoood 

by the .l.rgoN'.ut Mlnlne Compeny of its l1 tlgo.tion w1 th the 

Government. The propoeed settl .. ent provides for tho po;~t 

for the gold 1n question at $20.67 per fine ounce, whl.eb is 

t.oe II!IOWlt whl.eb the Govenment bas at all tl.aes bem willlng 

to pey, and diS!dssal. of the c01mterclaiae qainst the m1n1ng 

eonpeny. Friec!Dan worked on this . 

Tho following Mttera wore lulnclled in t.lr. Tietje.'l ' s 

Section: 

17. l!llilroAd Loano Outs tending Onder the TrMsnortotion 

Act . 1920. llessrs . Sberbof1d¥ and Folkerth hAve been eDG"iod 

in a reexeolnat.ion of the st.o.tu.s ot the railroad l oans out­

st.l!ndlng under the Transportation Act, 1920, :hlch total 

4Pflroxi=tels $45,000,000 princlpol and accrued interest. 

They hue prepared letters to the varlou.s railroAdo request­

lni: additional information concerninl: the finr;ncial stetus 

or the en.rriers und the present condition or thos e ll!lieh are 

no• involved in receivership or reore1.1n1zation. 

18. BUl to Authorize tho Troasu;er or the United Stetas 

to lolaJce Settla'!lents wit.'> Innocent Parae• in Advance of 
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M••UOD. liZ'. 1u117, 1101't1.8c 1D coopuaU.. nth til& 

IAc1al.at.1n Sect.199, hu ~ a drat'\ of pnp:a..S ltcia­

lat.199 aett.1ng up a tso,ooo rnol'riAc tl8ld. out ot lldch til& 

tr.aeuror ia autboriaed ~ ..U F'*J)\ ae\U-\1 nth ~ 

c.,\ .,.,.... ot loat or a~l• Gonmact chocks 11bich ban bMa 

paid 11p99 forced -'or-\1 w1th01lt roqu1r1ae 8llch ...,.... to 

a..Ut t.bo wtc.- ot r.cl.ua\1.99, !be pvpoee of til& propoa..S 

lect.laUca is to ralieYo til& ~\eble CODdiUca erieiDc 

~~~>• a.....,.. 1a .s.prt•..S ot.., -i ..s.itiedlT clue h1a •til 

ouch illdetendna\1 t'llture t.1.M aa ....,.,.,...,. caa be ettect..s 

hOII tho torser or the 'bonk or other po.ri7 cuh1nc the choclt. 

All reco•oriea f'l'Oil the torsor or hi• OlldoroHe w1ll be cH­

poaitlld to the credit ot the tlmd. The fora of tho proposed 

bill baa 'oHo approYed 117 tho Ottico ot til& rr.&a\lJ'Ir ad 1a 

now 1D tho procoea ot be1nc reYi....S 117 tho o-ral Colasel' • 

Ottico. 

!be toUowiJI& .attera recoiT..S att.t.199 1D the t.op.llet.1n 

SecUca lmdor the cUrectica ot Jlr, Bomard: 

19 . Billa rolaUn to tho !lan1.!9!1 IanoUe Ac\: 

(a) Bill to reliOYo the b9•o1W• flM d9gblo taxat.1ca 

(tor <!Mcript.1oo 111 oriC1Dol report, It. 9). Thia blll, 

pro pored 117 lias llcDatt, baa be• rotura..S hOII Budcot. w1 th 

a reqqe1 t tor a f'llrthar exproaaioe ot ov Yiow 1D tho ll&ht. 

ot til& -" ot the redoMl Securit7 AdnD!aV..tor, ad 1a 

W... -Sdero4 117 the aur- of lai'CO\I.ca. 
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(b) Bill to withdraw !'!!(iatration !!!!tier the 

Harrison Act troc msone viol&Hps aH.tt or F!dyal 

noreo~ie laWS (for description ••• report for JGDQ&r7, I tem 

41). '!be proposed bill, with a muorandiD ~•iDe ite 

bnelcgrcnmd and legal aapeota and r~Wtstl.ne a policy decision 

aa to whether or not the Dtputraent ohOIIld opansor it, 1a in 

the banda or llr. Guton. '!Ida job wae handled b)" llr. Spingam 

and llioa VcDutt. 

20. P'idellty !load Bill (ro...,.rlr idetitiod aa •!load surnt•l 

(tor description see or1gl.nal report, Ita 10) . J. t1naJ. 

draft of our proposed F1del1~7 Bond bill and a hearllT doe1>­

montod let tor of tronsai ttal to Congress hdvo bsen cleared by 

all interested Trees\11')' lldJninl.atrative and lecal officers 

and were sent to Budget em llarob 30, 1940. BecaUBe of the 

wide interest in this bill, aiaqropbed copies of it and the 

l etter of trensaittal were prepared and emt to Bud&et for 

d1eetlldnat1on UOIIi the nri.OWI in~ettd o;)&ciea. lre 

anticipete aeneral support tor it troa the ftriOWI Gonnl:>oDt 

dopertaente and troa the Federal oaplo71t aoeoei&tions. 'lbe 

surety COIIpanies, on the other band, will bUterl7 oppose it. 

We have done a very eonoiderablo &IIIOUI'It of reaear<:b 

work in dia&ina up date with which ~o support this bill """" 

it reacbos the Hill. Aloong other thin&•, we han (1) propol'ed 

a tan-71ar .,_..,. of the operatico ot tho anaJ.ogOWI Ph111ppiu 

Regraded Uclassified



-10-

OoYemment 1"1dal.1t7 Boll<lilla •:rat.; (2) COIIplet.ecl a d1gest 

or the leeislative hiatory of all fidol1t7 boading legis ­

lation for Federal ""'plo7eea fn>• 1911 to date; end (3) 

propored a .,_,.,. or IU'£'ll0enta advunced 1n Con&roodonal 

debe.tee eeainst legislation or thia character, end answers 

to the sa IU'£'ll001lte. 

1h1s constructive, but h.l,ibl7 contronrsial lecisla­

tion, will precipitate a f :t«ht 'lben U aota to the Hill. 

It is no" too leta to hope for action on it this eessico, 

but it Budget eloara 1 t in tiM .-. can at leaet ban it 

introduced and got SOlDO diocuGoion or it. 

Mr. Spingun ru1d Mr. llo1·ton a.ro hcndling this. 

21 . Asoipent or elaills aglll.not the Onitod Statos (tor 

description see original report, Itaa 11). Drafts of the 

bill and letters of tranami t tal to Con&reso ban been cooo­

plet.ecl and have been cleared 1>7 .aet or the appropriate 

adloin1etretive and legal ortieere. It 1o ontieipet.ecl that 

this bill will be oant to Budget f or clearance w1 thin the 

next few dal's· Jlr. Sp1ngam and llr. !lorton are h andling 

thia aloo. 

22. Compilation of 1!91\etan etatutu (tor doscriptioa 

eee or:l«inal report, It... 12). lliaa llcllutf is continuing 

tbe work on this IIAterial. 

• 
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2) , Compilation in llDDOtatec! !ono ot luo and l'!f!Ulntions 

ai'Ceetint: Gove1'1lllent perSO!\!lfl (for deaeription see o~inal 

report, Item l3) . The start ot tile Logielutive Section is 

continuing this project . 

2/,. Codification ot Fedora! regul~tiono (!or descripti on 

sao original report, Item 16). The 'l'rao.sury phases o! tMs 

'lfOrk are being lumdled b)" llr. Spln6arn. 

2S. Codi!ication of o.nti-countar!eitinc and relat.ec! lan 

(!or d .. cri!'tion see or1«1NU report, Item 7). llr. !token 

1c contJ nn1ng his wor-k on this utter. 

26. Restriction of l.lllporta or viW ¥ter11!],o (for descrip-

28S 

tion s ee report for Januo.ry, Item 39). t'hcre o.re no f'urther devel­

opments of inportance on this Mttar. This 1s IJr. Spingarn' a 

o.sal.gnmcnt . 

27. Coo.st Guo.rd o::l!'libu!l bill (for description oee report 

for Jlll1UDr7; Ite:: 40). This bill, re'risecl bT llr. Koken, baa 

nov been introciuced in both Housea or Co~as. 

25 . Federal deoositary !!YOta::l (Cor description £ee o~inal 

report, Itea 6). A draft or tllia bill , propered bT llr. Reeves 

of Ute Legisl<ttive Section and approved bT Ute l)lviaion ot 

Accounts and Deposits, ie being re'rised to make certain lllinor 

elo.r11'ying changes and to meet certain obj actions raised by 

tho Office or the Comptroller or Ute Currency. llhilo it ia 

Mticipet.ec! that the bill will be in fOl'll for INlz>iasion to 
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tho llureall or the Budcot a t ua eerl:r ciate, 1t WGld -

IJ>edrlaablo to tranait tho bill to Coolgnaa this ... aica 

beco.uso or tho ahorl periocl or tl.aa r-a1n1ns prior to 1'1uJ. 

adJ oumaont. 

287 

29· J'iacal. SerrlSf (for dosoriptioll I M Fobruar:r report, 

It. 40) . Tho aubetanco or a propoled HOJ'Ian1Zat1on plm, 

dral'te<l b;r tho Legial.atin Section, crKti"8 a J'iocal. Serrlco 

1o tha ~ Depart...,llt, wae i:llaluded 1o Reoraanisat.l.ca 

PlaJl 110 • ill 1 transai tted to tho Coape11 b)' the Presidct 

011 Ap::il. 21 1940. Tho Legialatin Section bu dral'te<l a 

propooed dopertmelltal ordu carr)'1ns into ottoct thooo pro­

visions or Reorganiaation PlNI llo. III w1 th respect to " 

Fioco.l Sarvl.co in tho Department. 

3(). Counsel or Personnel •de'ni•trat19!1 (for doocr1pt10D 

aoo February report, IteM 41). This aottor , mich wae 

haDdled lr.r llr. llernard, hao boeD coeploted. 

)1. Boolr!!lr1gg bill. 'i'itlo I or thia proposed bill, obich 

adcla a now chapter to tho llltornal Re,_ Coclo, lorY110 a 

tax >q>OD tho receipt of _..,.. .rr.. the buiooaa of ~ 

oMinat1"8 racl.ns tnroraotion. Tho tax illposed is eqaal 

to 80 pu c•tua of tho -to derived trOll or recaiYed 

on acc011nt of such bwoioooa aDd it ~blo b:r tho poreoll.l 

raco1~ such uo1mta. ~· prorlaiOD& of 'l'itlo II of 

thio bill, the prohibitiooa asai:llot tha tnnaioaiOD of 
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r&cl..ng l.nf'ormat.ion in interstate co,.,.rce, are lergeJ.7 

b<laed on the bill which Seno.tor llhceler introduced three 

years 11£0 and the study the Legielllt.ive Section lllllde of 

it at that time. A draft bill prepared by 111ss McDIU't -.a 

aent to Ur. IO.eus in Chicqo for coaent . A f\lrthar draft, 

incorporatl..ng his suggested chqea together with """" 

a1Dor revisions by lli•s .llcD<&ft 1 bu be., prepared and ~ 

a1tted to llr. li'enchel for rene• and .,_t. 

32. Federal Tort Cl.aillus BUl. llr. !token 1e contl.nu.i,g 

the coordination of the co:=anta or the oteff m!Cbero of 

the Legal Division on the proposed l'eder.U Tort Claims Act, 

sponsored by the Department of Jus tice • . In addition, wo 

b&'Oe complied with tho Senate Judiciary aubcOlli:Oittae's 

request for l.nf'ormation w1 th respect to tho - bcr of tort 

clai:ls handled by tho Depor't&ont o'"er the peat few 788l'S. 

!IW S1't!IJmi 

3). l'ederel Alcohol Ad•lnlet.pt.icou 

(a) A stud;y baa been aede with a rlew to de~ 

the legal status or the ....,Uator,- and queei-Judl.c1al 

powers fomerl7 vested in the Mm1n1str 11tor of the Federal 

Alcohol Adml.nistn•t.ion, ohicl1 was abolished by section 2 

of Reorco.n1Z4t.1on Plan Ho. III. 

288 
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(b) A brlet an.al7a1a of the becql'OUI>d, orgenizatioa, 

1\lnctiono, end procedures, of the Pederel Alcohol Adain­

i otretion hlle been preporod for Asoietent Secreter)- SUllJ.ven' a 

information . 

(e) At tbe request of AD1iatent SecratnrJ Sullivun, 

n are prepering a draft or l"GIUlationc to effectuate the 

a erger of Federal Alcohol Adainiatratioa n>nctiona with 

Int ertU!l Rev<D ue, as coateaplated b)" lleorgeniaation Plm 

llo. rn. 

This wor>c is beinB conducted b)' llr. Spingarn end 

Ill" . Leist. 

34. •Products of t.meric•.n !ioherie e • legielatiori. At the 

request of Chairctul Ble.nd or the llouce l.lorchont llarine end 

!'1shcr1ea Co~ttee, we hove been cooperatin8 with th&t 

Colllllll. ttee (in a technical capeci tr) in 1 ta atudJ of logisla­

tioa relative to the teritf etatwl or producte of Ao.erieen 

tieherles. nus leg1elat1oa ate:aoed rrooo the interpretation 

wbieb the "lreaSU%7 no legal.l7 coapelled to place QllOI1 e:d.at.­

ini law 1n ito =ch publlci~ed (ond jWit reeent.lT ree.f"ti.rced) 

tiehery T.D. (T. D. 49682) mien Mended the cuetooae regula-

. tiona to euthorize duty tree entry (aa •producte of Americen 

tiaberiee•) of fish or other ~erine products preps.red or 

preaerved 1:>7 en Amerl.cm tiebet')' through a ehore atetion 

opernted 1:>7 such fisher)' on the treaty coast of !lew!ound.l.6nd . 
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A nlll"lber of bills end revl.llono theroof deallne w1 th this 

oubjcct have been presented to the Trenaury for co~cnt 

end r.e have oot l'lith the llorch•nt llarine and Fisheries 

ConJ!littce end r epreeenativeo of other dopnrtoents on severnl 

oeeaciono on t.'ll.s metter. Tho Trenoury' a position hes been 

that ve ~ould ulco:oe e dofini tion of tho tern "product s of 

Al::erie~n fisheries• 11hicb bao given ua web trouble, 1f no 

adainist.r .. tive di£fieult1ea wore oeeuioned thereby, l:ut that 

(in eonfon!it:; with our us=l pr..ctice on tru-itt ce.tters) -ore 

should no~ gake en1 recoccendntiono •~th respect to the 

tariff policy embodied 1n ouch proposed legislation. At "" 

executive session of April 30, 191,0, tho llouso l!erchent Mnrino 

ru1d Fisherieo Committ ee ordered ! uvornbly r eported e bill on 

tldo subject l<hich is willliniot.r"tivoly necoptnble to the 

Treni!UT)'. 

lb-. S;>ing6rll of t.'te Legiol•tin Section h£s hendled 

thit =tter in cooper,.tion with llr. Dwan cnd w-. ~ o! 

tbe Burcl..\1 or Ou.sto!!D . 

)S. &as peck Ci v1l Service bill . At tho r equest of Under 

Socrctory Boll, we heve IOL!do a otudy o! the potent1W. effect 

or the Ramspcck Civil Service bill (H . R. \)60) on presidential 

officers subj ect to Senate conf il'lnation. A draft of " pro­

posed General Counsel ' s opinion on tho oubject , e.ddreeoed to 

llr. Bell, bas bcon prepared end is circulating for initials . 
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Jlr. Spiftaam of U.e IAsial.&tiYe Section ie 110rldJtc 

w1U. llr. Pluab of U.e Opinioaa S.ctioo on tbie utter. 

Ite.s, u followa, ......, 1n , .. era1 eharc• of .l.aalotant 

General Counsel Cainoa; 

.36. Countocrail1n& Dutiea. Thio office baa dUr1nc U.a 

past 11011U. atudied U... question C.U.ar U.a practices of 

U.e Itell6D IIJld Tllrldsh Oov.......,.to 1n Cftl'lt.inc prom... 

o ... r U.e otfipial. rote <lll foroiCD o:xchaDc• dulJ' acCOUDted 

tor 1nvol ve U.a pq~Umt or bestowal. ot a grant or bounty 

on U.e exportation of Ital.iuo and Tllrldsh producto, raspec­

tiYolJ', within U... parnew of oacticm )()) of U.a ~ 

Act ot 1930 (U.s. c. title 19, eec. 1303). As a rooalt ot 

ito otudies ot U.o Italiall prncticeo, U.iB office approved 

291 

a letter eddreeeed to U.e Secrete.,. of Stoto which ezpreeoed 

U.e opi.nion tbat ouch e CJ'Illt or bounty wu 1n..U.Yed. It 

if lllldarotoocl tbat tbis letter hu DOt - act. '!he 

atud,y of the Turld.sh practices hu DOt ~t bac concl'Qded. 

'!lleee studies ......, ccoducted b)" llr. Owan, Chief CoaDaal., 

cu.atc.a, IIJld llr. 11:. £. Sioith, of Ida etaU. 

,.,. '?'1 neoa 'i'Y7!PS!· Thie office baa contl.mled 1 to staq 

of the local. qu.etiona 1n..U.•ed 1n the •ew York Federal 

Ru.ne lloDit'o proctica of ca1"t1l)1nc fOICJl' ... tee of --• 

for the Cll.l.nsa 'fiuD •clr d.q IIJld Tal.& ted Mttaro. Sadl 

etud,y bae CODeitted lusolJ' 1n U.a reod1nc of pan nalinc• 
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ude by tbe Bureau ot Cuatcu 1JI reapo118e to 1Jiquiriee 

from field officers end ot diploutie end e0118Ula.r reporte 

publiabed 1JI tbo For 'tastem Fl.Jianciel lotea end relatl.JI& 

to tbo Chinese currency situation. Jlr, Sc.l.th , of Dtoul'a 

llhop, W<>rked on this. 

292 

)8. CUrrencz Conversion. b a reeul t ot tbe atl.ldy of tbe 

Federal Reserre lloDl<'• cerUticaUon ot tW<> rates tor tbe 

pound sterling, pre-rloual,7 reported ~. a 1'reasurT llec1e1cll 

was 1e8'Uel!. 111rectl.JI& cuatcu ottieera to use tho otticial 

rate for tbe pcnmd aterlille !Umiabed b.r tba Federal Reaar,.. 

lloDl< for all cuatoms purposes. the docilion, T. D. 501J4, 

eluo savo silllilor 1Jistruct1ono 1JI reapect of tbo Cenadien 

dollar, llewfoundl .and dollar, end Auotralian pound . 'nle 

prcvioual7 reported etwly of the cuatou &!!oct of the u­

chqo control ·ill Bruil, Cbile, and 1Jl'llC'I'Q' 8Dd the Federal 

11 .. erre lloDl<' s dual eartiticaUona ot tbe currencies of INCh 

countries bas not bee .-plated. loall:'o. DnD 8Dd s.dtb 

of tbe Cuatcu legel atat!, and ........ Ca1n1a ODd Feidlar 

wro qqed upon this teak. 

39. Yll1fon~ Inter-Aaerican Cl!l!t?p• froeeclun• and 

IO!!!!Iclatun• At t.te request ot Jlr, Gaston, thia ottiee baa 

studied tbe rec.-....S..Uona tor a uai!ona Inter-Aaerican 

cuatoaa procedure which ore aade b.r t.be Pon Aaerican c-J'(:ial 
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Con.fel'f!llce hold at n.-oa Ai.Me 1D l93S tor the purpoH 

or determining the ext.nt to which the pnaent practicee ot 

the llll1 ted States conform to ouch reco•elldationa or Jli«ht 

properly be lllede to con.fono thereto. A draft ot a 11a110randua 

embodying the reoulta or ~ atucly baa been tranaal.tted to 

llr. Gaeton for consideration by h1a end -bere of an Inter­

Departo;entol Cconittee, of 11bich be 1a the ebairuD. thl..o 

a .. i(moent ..... handled by Sio.lth, 1D Dnn'• abop. 

40. Allericon Fi!!herie•· Jlur1n& tho past _th, on ..,a,...,atbe 

otud7 waa llllde as to the wlldity of (1938) T.D. 4<)682, ~ 

latina to the tree .,.try or products of Aurican fiahariea 

under partiirapb l730(a) of tha Tariff Aot of 1930, ODd of 

tha legal IIOUI1dnesa of an l.nterprotathe ruli.Dg of the 

Treaoury Department of Avguat 12, 1938. A a a reoul t of 

ouch !tudiea en opl.DiOD •• prepared and o1s:nod by the a-­

aral Counaal, bold!ng thet T.D. 49682 1a e 'r8l1d ...,uat1011, 

and thet the l.Dterpretati ... rulJllc of Avguat 12, 1938, 1e a 

proper construction of parovapb 1730(•) ot tha Tar1H Act. 

In cOilllectiOD td.th thia -tter, this office has col­

l abora ted td.th edal.Diatratift otficare or the Sure&u of 

Customs end td.th the loc1olat1 ... seotion ot the GeDaral 

Couzulol • a Office 1n the •twl7 ot proposed loc1olat1on to re­

detl.De the teno •Aurioen t1aber7"· Dnn ""rked "" thie 

it.. 
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4].. P!:oposed Sllomdl!ents to the FedereJ. narcgt1c lawa. 

These amfllldmente .,..re rece1 ve<l beck !'rooD the ~esu of the 

llud&et, tllrouch the Leg1sleti.,. Seetion, with certe1D objec­

tions by the Public Health Senice to the pl4D of eato.bllah­

in8 a speeieJ. tux elASs1ficnt1on for hosp1teJ.e. The Narcotic• 

lt~~~al aection la endeavoriz1e to drntt a 010010rWldU11 &borlng 

the need for thle pc.rticular cmeod:ent. 'lbe c.-tsaloaer ot 

Narcotics hao convsye<l to the Chief Counsel, Narcotics; tho 

suggestion of Dr. Kolb, Assiotent Surgeon Goneral, that these 

proposed uendllalte be witllhelcl 1111tU "" opportunity is ha.d to 

cliscuae the clesirnh111ty ot the r equir<sent or good faith OD 

the pari of the dru£g1st in fill in6 doctors' preseriptlono. 

Veoers . Luhore and ll1 tcholl worke<l on this aao1£111W1t. 

llr. O'Connell, the Treasury repreae11tat1ve <lD the T-r&%'7 

t;aticmal Econ<><llic eo-ittae, has aul:aitted tha following report OD 

his project• 

42. llanopol.T StJ!dy. In connection with the ~rk ot the 

Teapon>r7 National Ecoooalc c.-ttt..e, 0 1Connall and l.tdea 

are reTiewin& the 60 voluaee of teotiloon:r giYen at the 

beo.rings of the 'lliEC aDd elao the data oubloitted by vsrioua 

governmenteJ. end private aganoiee with a via• to aiding in 

the preperstiOD ot the rinel report 'lldeh 'DIEC will aake to 

Conaress in Dececbar ot tbla ya:u-. The final report will 
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preamt a oubat.Dtiall7 c.,.plat. apitcae or tho cODcctreti.,. 

or acoooode control in the indwotriel lifo of tho utioa ....s 

tho reaul.tiac ll&l.dl.otrlbutian or D&tioD&l incoooe, - will 

contaiD rec c n'd• tiODs tor leciala.tiaa deeecl essential 1ft 

order to maintain ond protect tho eystett ot printe cter­

priae tor profit and to deal with tho problu or idle • ...,, 

I:IDD&1 8Dd -chin••. 'l'he clraftiac of the finol report 1a 

in edditiOD to the Trusury etuQ which wao to ba're -

completed April 15, 1940, lind which i s now in ita f inol 

•ta&•· 
Tho tollo'riJ!& por8011Il8l project """ worked oa b7 lira. 

Cmnpiee under llr. Cox' a ouperrlsion: 

4) . InstAl lation of a punch card exeteg tor recording 

applicant' a I'!Col'll•· '!he fol'll tor r ecordiac the intonoaticm 

to be punched baa bee aat up mel neceaa4J7 codes prepared. 

Tbie proj ect io in the dote satherlng stage. 'l'ha data on 

approximatel7 on&-tourth of the applicants havo been token 

orr "" cardo. 
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secretar Y' • r eading copy. 

I am particularly pleased to be able to talk 

to you today because I am in such hearty accord wlth 

the purpose or thls sarles or meetings, which I 

understand to be education tor democracy. I applaud 

the 1n1t1at1ve and the public spirit or the leaders 

ot the Women's D1v1s1on ot the Democrati c National 

co~ttee 1n making th1s notable convention possible. 

In cons1der1ng your invitation it seemed to 

me that I might contribute most to stimUlation ·or 

your thought on the problems or democratic government 

by talking to you about the money or the United States, 

and particularly about gold. 

Regraded Uclassified



297 

-2-

I have choeen this subject because I think it. ie 

one in which all ot you are interested; and 1t is 

one about which you IIBY be asked a good -.ny questions 

as the year proceeds. 

One thing you will hardly need to be told 

about our monetary system; that is, that the Amer1can 

dollar ie the soun<1est unit ot currency in the worlcl. 

Its value ie unquestioned here at home and it ie not 

questioned anywhere else 1n the worl<1. It 1s a solid 

rock ot strength an<1 stability aa1<1 all the monetary 

contusion created by aggression and war. It 1e 110re 

ttan a dCIIIe8tic currency; it has become 1n the last 

tn years more and more an internat1or.al currency. 
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People throughout the worlO Yho are Oriven by 

disaster anO tear to hoard currency prater to 

hoard the currency ot the United States, when 

they can get it. 

'fe have tried through many means to 

tacilitate stability 1n the currencies ot the 

world. An outstanding example 1s the Tripartite 

Accord which we initiated in September, 19~6. 

In all, six ot the leading democracies ot the 

world have subscribed to the principles ot that 

Accord. Unfortunately, the progress we were 

making in the tielO ot international tinance and 

trade has been interrupteO by the cataclysm in 

Europe. 
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One ot the most striking developments ot 

these recent years has been the universal confidence 

in the American dollar as one ot the very taw certain 

things 1n a highly uncertain world. 

Some ot our c1t1zens who a4mit the strength 

ot the dollar and the world's conttdence 1n our 

currency now suggest that confidence in our dollar 

has resulted 1n this country rece1v1ng too much 

gold . 

During the last 6 years we have acqu1.red 

about ten billion dollars ot gold trom abroad. 

1hY has so much gold come to the United 

States? 
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In the tirst place, we have export~ -.ny 

bi llions or dollars worth or goOds and services 

in excess or the amounts we have tmport~. secondly, 

large amounts or foreign tunds have come to t.h1 s 

country to be placed and kept on deposit with our 

banks. Foreigner s have sent their tunds here tor 

safekeeping because or the peace, stability, and 

security Which this country enjoys. 

Thirdly, foreigners have made large investments 

in American inc:lustries because they regard American 

business as a sate and prot1table investment . 

Finally, Americans have been w1thc1raw1ng their 

tunds rrom abroad and Uquidatlng their rorelgn 

investments 1n large 8Ulll8 because they preter the 

dollar to any othar currency. 
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It 1s for thsae reasons that we have ha4 so 

large a favorable balance or payments; 1t 111 ror 

these reasons that gold has come and 111 cont1nuing 

to come to the United States. 

Gold moves from country to country not as a 

commodity but as a means or ~t, the one final 

medium through which i nternat1onal settlements are mde. 

The continued acceptance or the gold that comes 

here 1s the only sound course or action open to us. There ---
are, it is true, other courses or act1on theoretically 

possible, but they would all have cUsastrous consequences. 

Take, for eDmPle, the propoeal so frequently 

mde to us that we stop buying gold.. It has the charm 

or s1mpl1ci ty. All that we bave to do is. to issue an 

appropriate TreasurY order. But let ms tell you what 

I think Would happen. 
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Dollars abroad would instantly bec01118 very scarce 

and more costly and the foreigner would t1nd it 

much more expensive to buy. American goods. For 

example, the Briti sh pound, the canadian dollar, 

the French franc, the Dutch guilder would at once 

sharply depreciate. A chain or forces would be 

set 1n motion which would disrupt our trade, 

seriously discourage what remains or world cOIIIIler ce 

and remove !rom world t1nance the strongest element 

or stability. 

The cessation or gold purchases would mve 

the !oll01f1ng three 1Jimed1ate effects or great importance 

to us. 
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Firstly, the sale ot .AIIerican products 1n 

toreign markets would be made much more ditticult. 

This would not apply so much to war materials, 11hieh 

toreign countries want so urgently, but it would bit 

bard our eJq>ort ot hundreds ot agricultural and 

industrial c01111110d1 ties not vi tal to the conduct ot 

the war. We would lose heavily tn the very markets 

we will badly need when the war is over. 

Secondly, there would result an illllll8diate tlood 

ot 1mports ot cheapened toreign goods, 11bich would 

deal an even more serious blow to labor, 1Dd.ustr1 anQ 

agriculture in .America. The very items 11h1ch cOIIQ)ete 

with our domestic products would deluge our h0118 

markets. Meat an<1 dairy products, textiles anc1 

hundre<ls ot otber articles would at once be subJected 

1 3~ 

to greatlY inteDSitied ca.petit1on trca abroaQ. fC1 ~-
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Thirdly, Americans who have investments 

abroad would find that they had suf fered substantial 

dollar losses overnight just as foreigners with 

investments here would tlnd that they had windfall 

gains overnight . 

So you see this simple remedy is, 1n errect, 

a proposal that would completely disrupt our foreign 

exchanges ana our trade and greatly increase 

unemployment in this country . And so with the 

other naive proposals which some well-meaning 

ci t izens suggest as a remedy tor our accumulating 

gold stocks . 

Regraded Uclassified



305 

-lo-

Sball we tollo. their adYice Uld cut the 

u~; 
price tor gold? .l IIOderate cut Would be 

1nettect1ve, and a cut in price autf1cientl.7 

large to have a a1gn1ficant effect on the gold 

1ntlow would introduce the 1181118 cond1 tiODII as 

would follow prohibition ot gold imports. Tb.1s 

also would cauae a serious decrease in our trade 

and a big increase in UD8111J)loyment. 

Shall we, as some mve suggested, discriminate 

&gaiDIIt certain oountr1es in our purcbases of gold? 

Suc.h a policy would not even have the rtrtue of 

effectiveness . Ttle active cooperation ot practicall7 

the entire world would be required to prevent any 

one country• s gold tram entering the world • s arkets 

and rMch1ng the U'n1ted States. 
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Obviously thls would be impossible even in normal 

t i mes , let alone at a time such as this. Besides, 

the value or gold is proportionate to its unquallfled 

use and acceptance as an lnternat l onal medlum or 

exchange . To 11m1t i ts acceptance would mean t o 

reduce its usefulness. 

t 

There is yet another alternative whlch has 

always been open to us . Instead or takl ng gold 

we could have granted credlt . Americans could 

again have accumulated huge unsettled claimS abr oad . 

We have had experi ence with that system -- extensive 

experience -- i n the decade that ended wlth t he 

economic collapse o! 1929 . It i s doubtful t hat 

Americans would want to repeat that experience . -

Regraded Uclassified



301 

-12-

For the exceaa ot g00<1a we shipped and tor 

-
the dollar crec11ta we granted we bave taken gold 

-
tn the last s1x years 1natead ot promaeocy notes. 

----- -
The phrase "good as gold" at1ll baa real •entng 

in the world. .! prefer the gold to p1ecea ot 

foreign paper. I think aoat Amerie&DB agree w1th 

me. 

OUr gold pol1cy 1s carefully aeljuated. to the 

real1t1es ot a complex world. situation. Tbere have 

been .ny gl1b suggestions tor changing that pol1cy. 

Examination ot each ot these auggeat1ona hall revealed, 

as 1n the uamplea I mve MJltioned, that 1n the ettort 

to remedy fancied avila they would bring on real 

c11eaater. 
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Ot course, should baslc conditions alter, 

should we be confronted with new and unforeseen 

econom1c and political developments, the govenxment 

w111 necessarily take such actlon as will best -/ 
protect American interests. It is to be prepared 

tor such contingencies that the powers with resll8Ct 

to gold operati ons have been kept flexible . The 

Treasury is constantly observing, analyzing and 

studying the course ot events in their relation 

to monetary problems i n which this country is 

interested . But nothing has yet appeared which 

would warrant any change in our gold policy. 
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There 1s only one sound way 1n which we can 

work to reduce the 1ntlow of gold and to promote the 

return of at least a part of the wealth 1t represents 

to useful service in the lands from 11h1ch it came. 

That way is to do everything in our power to contribute 

to the return of peace to the world and to encourage 

reconstruction and the restoration of normal trade . 

With the restoration ot enduring peace and economic 

stability abroad the gold problem will solve itself . 

our great export surplus will drop - not because we 

shall sell leas abroad but because we shall buy more. 

Foreign capital will be gradually repatriated - - not 

because we drive it out but because it is attracted 

home by the reemergence o! security abroad. 
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our investors will once again invest their runds 

abroad -- not because or the scarcity or opportunity 

at home but because or greatly enhanced opportunities 

! or sound and proritable investments ln other l8IIds. 

And rinally our tourists Wlll spend hundreds or 

millions more ln roreign countries. 

These are the developments which will 

automatically and gradually direct the tlow or 

gold away rrom the United States. These are the 

developments upon which we must concentrate. we 

must concentrate on the promotion or !urther recovery 

here and peace and security abroad not in order to 

- ~~ 
correct the gold situation, but because prosperity, 

peace and security are in themselves the supreme 
-- I' I 

ends or governmental policy. -;;:; 
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That their a tta.inment w111 also solve the world •s 

gold problem is only a by- product, but an important 

one. 

I should like finally to turn to the question 

or the continued usefulness or the gold we have and 

the gold we are going to get . This is a matter that 

is troubling some people. 

Let me reassure you once and tor an. As 

long as there are independent nations, and as long 

as there is international trade in goods and services, 

so long w111 it be necessary to settle international 

balances. Gold is the international medium of exchange 

par excellence. Its acceptability is universal ; its 

utility as international money survives changes 1n 

economic systems. 
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It 1s use~ and nee~ed lust as much by the treest 

democracies as by the most r1g1d dictatorships -- as 

much by capitalist economies as by socialist economies . - -- -
It is the retined instrument ot international exchange 

ot goods and services, as well as an essential ingredient 

in the more complex international tinancial transactions --· 

an i nstrument that has tunct1oned without chall enge tor 

hundreds ot years . Every toreign country wishes it 

had more ot it; no toreign country likes to lose any 

ot it; all countries accumulate it as soon as they 

can attord to do so. And the tact that some countries 

t1nd it possible to conduct their international trade 

Without gold .does .not mean that they prater to do so 

any more than people reading by candlelight do so 

because they prater candles to electricity . 
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Gold does not lose its value because some 

countries are forced to resort to clearing arrangements, 

barter, import controls, and other substitutes . All 

/ 

these substitutes are adm1tt~ worse alternatives . -
They are methods or conducting trade and t1nance which 

will only be adopted when a country does not possess 

adeQuate gold holdings . Governments resort wholly 

to these substitute methods !or keeping a country 's 

balance or payments in eQuilibrium only duri~ tires 

or great and prolonged stress and instability, and 

only when ror one reason or another they have been 

unable to prevent the loss or most or their gold hol aings. 
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All countries would like to have more gold, and the 

countries which have the least are , you will find, 

countries which are striving most to add to their 

gold holdings . They do so because they know that 

an adequate supply or gold promotes economic strength 

and furt hers financial stability. 

To be sure, it the political picture or the 

world shoUld undergo a drastic change in the future 

so that instead of fifty or sixty independent nations 

there should eXist only one or two groups dominated 

by ruthless powers, then international trade and 

finance may assume the character of domestic trade. 

There would cease to be independent monetary systems, 

as there would cease to be independent roreign policies . 

111 

~ 
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Balances between countries would be settled as 

balances between our states are settled now -- that 

is, by transfers of deposits. Under such circumstances 

it might well be that gold would no longer be needed. 

But under those circumstances lite would be so different 

that the possible loss in the value ot gold would, I 

am sure , be the least of our troubles . 

Certain governments may boast of the day when 

independent democracies will disappear . I tor one, 

have no tears that such boasts can be made good. I 

am as confident that gold will continue to be used 

as the medium or international payments as I am that 

the majority of nations will succeed i n maintaining 

their independence . 

~ I I ~ ---­'2.. </ ), 
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With the return or peace and of normal economic 

and political relationshi ps the present barriers 

to the tree flow or goods, capital , and services 

1f111 be gradually lowered and gold will inevitably 

play its indispensable role in making that result 

possible . 

One word more - the exchange we made and 

are making in return tor gold is a good bargain tor · 

us. It has enabled us to Increase employment and 

recovery. ·· It has made possible the utilization or 

labor, capital, machinery and resources that would 

otherwise have been idle. 'le have e:xpanded our 

exports and encouraged our domestic i ndustry • And, 

moreover, we have at the same time acquired the 

eatest physical asset In the world. 
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There are some sincere people who have been 

di sturbed by stories that this country had a monetary 

policy that threatens to cause loss to the nation. 

It you meet such people I hope you will reassure 

them. You may tell them that the greatest and 

richest country or the world has the best and soundest 

monet ary system and that there is no reason to rear 

that it will not remain sound . 

We can feel entirely comfortable in the 

possession of a supply of gold with which we can 

meet fUture demands on our monetary system without 

any shock to our economy. We can be prepared also 

to play the part we ought to play in the reconstruction 

ot the world that must follow the senseless destruction 

or war . -
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MORGENTHAU SAYS U S MUST CONTINUE TO ACCEP f 

GOLD INFLOW- SAYS PROPOSED REMED I ES WOULD 

BR I NG DISASTER- SAYS RESTORATION OF PEACE 

AND NORMAL T~AQE WIL L SOLVE GOLD PROBLEM 

WASHN - SEtTY OF TREASURY MORGENTHAU 

MAK ING HIS FIRST PUBLI C ADDRESS I N NEARLY 

TWO YEARS TODAY TOLD THE NATIONAL INSTI TUoE 

OF GOVERNMENT THAT THE CONTI NUED ACCEPTANCE OF 

GOLD BY THE UNIT ED STATES TREASURY I S - fHE ONLY 

SOU ND COURSE OF ACTION OP EN TO us-

ADD MORGENTHAU 

WASHN - SECY MORGENTHAU REJ ECTED AL L PRo-

2!9 

POSED ALTERNATIVES AS LIK EL Y TO LEAD TO 

-DISASTROUS CONSEOUENCE5-- TH E ONLY SOUND WAY 

I N WHICH THIS GOVERNMENT CAN WORK TO REDUCE TH E 

I NFLOW OF GOLD MR MORGENTHAU SA ID IS TO 

CONTRIBUTE TO TH E RETURN OF PE AC~ IN TH~ WORLD 

AND TO ENCOURAGE RECONSTRUCTION AND THE 

RESTORAT ION OF NORMAL TRADE- -WITH THERE­

STORATION OF ENOURI~G PEACE AND ECONOMIC STABI L-

1 TY ABROAD THE GOLD P R08 LEM WILL SOL V:C I TS:CLF-

HE ASSERT ED 
SECY MORGENTHAU OP ENED HIS ADDRESS BY 

DECLARING THAT THE AMERI CAN DOLLAR IS THE 

SOU NDEST UNIT OF CURRENCY IN TH E WORLD-- IT IS 

HE SA I D -A SOLID ROCK OF STRENGTH AND 

ST ABILITY AMID AL L THE MONET ARY CONFUSION CREA­

TED BY AGRESS t ON AND WAR- AND Hl S BECOME WITH­

IN RECENT YEARS MORE AND MORE AN INTERNATIONAL 

CURRENCY ~·AY 
,c" - .. 

-o-
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TREASURY DEPARTMENT 320 

INT£R-OF'F1CI: COMWUNICAT10N 

DATa Jla7 3, 194o. 

In reeponee to :rour request ot Daoaaber 26, 1939, there 
11 submitted herewith tor the Dh1.don ot Reaearob and Btat1e­
t1oa a memorandua l1at1ng, w1 th br1et daeor1pUona, the atud1ee 
or projeota ooaplated or UDder •e:r, and the naaee ot pereona 
worlt1ng on eaob, tor the aontb ot Apr11 19llo. 
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DIVIQOJI OJ' BJ:••'Clll AID ll'l'.l!Imoe 

For conYen1enoe ot reterence, the etu41ee 11eted are 
grouped under general eubJect beade . 

The name• ehown tor pereone working on eaob proJect 
1nolu4e onl:r thoee who part1o1pate4 ta1rl:r 41rectl:r ae 
explained 1n the 1Dtroductory note to the oorreeponMng re­
port euba1tted on Deceaber 28, 1939. Jo atteapt hae been 
aade t o ooyer also pereone wboee reepona1b111t:r 1n each 
parUoular caee wae ~:r 1D planning, eupen1e1ng, or 
coneult1ng. 

.PSnencial Ana!ye1e 

I. ProJech or etud1ee ooapleted 

l. 

321 
• 

Rllrtewe or current deYelol?llente 1n tht h1£-grade aecu­
r1 t1ee aark~e were prepared, an4 aeaoran were trane-
a1tted to t Secretary on the t ollow1ng datee: April 10, 
16, and 23. - Kr. Haae, Kr. llurpb,y , Kr. T1ckton, Mr. 1'urner, 
lol1ee J:;yre 

Theae reY1ewe contained, 1n add1t1on to ana1ya1a or the 
current e1tuat1on, epeo1al etu41ee, a• tollowa: 

(l) 

(2) 

BehaYior ot high-grade bond pri ce• in the United 
Stat .. , United U .ngdoa, and Prance during paet 
ware (Rertew or Apr11 16, page 3) . - Kr. lll1rphT 

L1te 1neurance ooi!IP&JUee ae a taotor 1D the OonrD­
aent bond aarket (Rertew ot Apr11 23, page 3). -
l(r. flak ton 

2. tee • our UN direct and 
~~i!!~~~~j~~~~~~ojY!e£r--~ e-oounter c oe uo-

Uo were c c ate 7• ue were e.-ar1r. each 
da1 1n a table ebow1Dg tor eaob 1nue the cloe1ng price anA 
yield that day, the change 1n price and :r1eld troa the 
preceding 4a:r, an4 the price range e1Dee date ot 1eeue and 
abo t or the year• 1939 and 191l0 to date. A chart t or 
each 1eeue wae kept up to date ehow1ng recent da117 price 
and ;r1el4 t1guree together w1th coaparet1Yt aonthl:r data 
e1noe 1933 or e1nce date or 1eeue. - Mr. Brown, Mr. Mood:r, 
Kr. lroll 
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'1'110 propoaals ot the RI'C , that the Secretarr 
ury request that corporation to purchaae the 
stock ot banks, were examined, - Mr. Murphy 
~e-re ' 

ot the 'l'reaa­
preterred 
llr. Turner, 

Prepara tion was oOIIJ)leted ot a atateaent and eupplemental 
aateria l re H. R, 117118 (Fana Credit Act ot 19llol tor the 
use ot Under seoretaey Bell in oonneot1on with a Hearing 
betor the Committee on rioulture ot the Houae ot 
Reoresentativea, - • aa e , urp r. ndow 
Lit': holtton, llr. Conrad ' 

5· Analyaia was ooapleted ot the bill 8, }~9 (Farm Credit 
Act ot 191!0) a.nd letter waa prepared to hainaan Wagner 
ot t he Senate Co11111i ttee on Banlt1ng and Currenc7, tor the 
use ot the Legal Divis i on, April ~. - Ur. Tickton 

b. 

1· 

a. 

2. 

lleoorandum on American touris t expenditures wae prepa.red 
and was tranBDlitted to the Seoretaey on April 10 . -
Ur. llurphy, llr. Conrad 

Estimates as ot Karch 31, l94o, ot the distribution of 
tax-exempt aeourit1ea issued by the Federal GOvernoent, 
its agenoiea and inetruaentalitiea, and the interest 
charge t hereon, by olaesea ot holders; alao eati&atea 
ot the run-ott, by calendar yeara, ot these aecuritiea, 
were prepared tor uae in oonneot1on with eet1aates of 
revenue ettacte ot epecitied changes in treatment of 
tax-exempt securities. - Mr. T1cltton, Ur. Conrad 

II. ProJects or etudiea under way 

Chart oo ar1n 1elde on lo -terll 'l.'reaau bonds and 
over-t a-counter volume depen • tor completion upon ar­
rangements to aeour e the necessary data. - M1ae lfre 

Stat1et1cal (grapb1o correlation) analya1e or taotora 
attect1ng high-grade interest rates baa been completed 
except tor grapbio work. - ur. Turner 
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Chart and annotation• with respect to the taotora 
intluenoing the aovement ot interest ratee during the 
last World W'r baa been ooapleted except tor the graphic 
work. - ILr. urner 

Discussion ot various roblema encountered and solutions 
devised in connection wit war borrowing. - adleigh 

llemorandUII comparing and contrasting war and depreasion 
deticit-tinanoing. - Kra . Wadleigh 

Review ot war=ri~oing aeaaurea in the United Elngdoa 
and the British oainiona, France, and Oenaan1 in the 
present war. - Kra, Wadleigh 

Preparation or data tor the Secretary or Commerce re 
amoun t or interest-bearin securities ol Federal cor 

part ot a report being prepared Jointly with e Ottice 
ot the Colll!lllssioner or Accounts and Deposita and the 
Division ot Tax Research. - Ur. Lindow 

Analyah or the Lee bill ( s. 1650) tor drafting oapi tal 
in time or war, ia baing prepared in raeponae to a 
requea t rroa Under Secretary Bell . - llr. lolurphJ, 
Ur. Lindow 

12. ;J~~~~~~~~~~~~~~~~~~~~~lf~~rii~n!o~i~l ~ • is being 
prepared, in reaponae to a requea rroa r. • A. Goldenweiaer 
in the otrioe or the Board or Governore or the Federal Reserve 
System. - Kr. Tickton 

1) . 

14. 

Anal,rais or pro~aed laghlation to amend Section l(a) ot 
tlle District ot leoiuabia llley Dialling lot, aa amended, 
h being prepared 1n reaponse to a request trom the Legal 
Division . - Kr. Lindow 

Analysis ot the tlnanoial strength ot the corporation in-
volved in relation to proposed oompromiae in an income tax 
cas e , ia baing prepared a t the request ot the Gener81 Counsel. -
'!.!F:"11urphy, Kr. Conrad 
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15· Inat1tut1onallsat1on ot Innataent - An analysis ot th 
ext ent to wblob 1Dvest .. nt baa bean concentrated ainoe• 
1933 in the hande ot tinanoial in aU tuUona an4 ot the 
atteot ot euoh concentration upon the eoono~. _ 
llr. Tiolr.ton 

16 . United Sta tes Savings Bonde - An analyaia ot taotore 
at1'eot1ng redemptions of United State• Savings bonde 
as a guide to tuture experience. - Mr. Conrad ' 

~venue Estt.atea 

I. Projects or studiea completed 

1. The regular 110nthl;r sta t ement wae prepared t or the 
Ottice ot the Co..tsaioner ot Accounts and Deposita 
showi ng the latest revised eatiaat•• ot receipts, by 
months and by principal aourcea ot revenuea, tor ihe 
periOd il&rch through June 1940, and wae tranaaltted 
on April 1! . - Krs. Stanle;r 

<? . The regular monthly .,!s~'!!!'-~"~-:-l<c~o•!!!.l/1~~!!.!...~~.!!..!o~!.!<.!~ 
recei ts and actual recei ta in rc a nd in t e r1rat 
nine months ot t18cal year , on the dail;r 'l'reasur;r 
s t a t ement bae1a, was prepared, April 6. - Mrs . Stanley 

3· 

~. Revised budget estimat es ot revenue ~· in t iecal 
u ars 19~ and 19~1 were prepared, t into account 
t he recent experience with oo1lectiona, and were trans­
mitted to Under Becretar;r Bell and Aaaietant Becret&rJ 
Bulllvan on April 2. - Kr . Haae, Mr. O'Donnell , Mr . Daggit, 
Mr. Driver, Kr. Leahey, Kre . &lay, Mra. Stanle;r, Mr. Wi1aon, 
lliu Raetall 

table was tranam1tted to him on April 
llr . Leahey 

decrease in 
b months 1n tiaoal e ot latest revised 
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An estimate was prepared tor the Div1a1on ot Tax P.esearoh 
as to whAt rate ot tax on toilet prepsrat1ons would produce 
the same amount ot revenue as the 16 percent rate on the 
base taxable prior to the 1939 Amendments when applied 
to the following taxable base: "The fair sales prioe 
at wholesale ot the article finally packaged and labeled 
ready to1• shipment or deli very to t1nal consumers , the 
t ex being imposed on the last busineea oonoern engaged 
in any process ot preparing the article or identifying 
it by na me , brand or trademark, Fair sale price would 
be set by the Commissioner where sales are other than 
c rm ' s length sales at wholesale, Tho burden ot proof 
that their intercompany transactions are at fair sale 
pr i oes would be on affiliated corporations. • Estimate 
was transmitted to the Division of Tax Research on 
April 5· - Krs. Stanley 

An estim8te was made of the inortgee in revenue from the 
tax on distilled spirits, other an brandy, if the tax 
ra te were increased from $2.25 to 83.00 per proof gallon 
pnd if a floor tax of 75 oenta par gallon were imposed 
comparable to the floor tax imposed by Public Resolution 
lfo, 11~, approved June 16, 1938. Work requested by the 
D1v1s1on of Tax Research and completed on April 11. -
Ur . Wilson, Mrs . Stanley 

Study of improvement ot method ot forecasting farm income , 
tor revenue estimating purposes, was completed. - Miss 
Rastall , Mr. Smith 

Investigation of average hourly earnings as a factor in 
torscasting payrolls tor revenue estimating purposes . Pra­
llmlnary study was completed and on i ts showing further 
work was discontinued. - ll1sa Rest all , Mr. 8m1 th 

Studies were completed tor refining and improving the 
methods of estimating revenuee t rcm the following taxes: -
l.!ra . IOl&Y, ltis s Rastall., ur. Siiiitli 

(l) Electrical energy. 

(2) The seasonal distribution or the revenues from 
t he cigarette tax 

(3) Fermented malt liquors 

II. Projeots or s tud1ea under way 

An estimate ot the revenue etteota ot th~~ll ~~rR;nl, 
76th Congress, F~r~i =~~:,!:) ~: ~~l~r~~ss 0~ prepara-
exoise tax on re a - "' ~ Leahey 
tion tor the Division of Tax Reeea•~· · - · 
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2. Eataate h beiDg prepared, tor the D1Y111on of fax 
Reeearoh, of the tg•enue etS'ite tor the reare 19~ 
19451 1950 and 19 ot the o lowing ahangu 1n the' 
treatment of tax-exe~t aeour1t1ea: 

3· 

1!. . 

5· 

1. 

(1) It the 1ntereet troa outetan41ng and future 
1eauee of State and looal GoYernaent obl1gatione 
were to become taxable immediately, and 

(2) It the interest from future iaauea or rederal 
obligations were taxable trca the aue date 
onward and outstandl.ng obl1gat1ona were called 
a t their earlies t callable datee. - Mr. Dr1Yer 
Mr. Leaher ' 

An eet111ate h beiDg prepared tor the Dhleion ot fax 
Reeea.rch of the re•enue etteota on the baeia or 
calendar rear 1940 bueineu l enh or increae1ng the 
in41Yldual eurt&% and nor.al tax ratu 1ll accordance 
with a echedule attached to llr. Blougb1 e aeaorandua 
ot April 2~, 194o, in ooabination with increaeee 1ll 
the corporation incoae tax rate or 2 percent and li 
percent. - Mr. DriYer, Mr. Leahe7 

An examination is being aade tor the DiYiaion of fax 
Reeearoh, in connection with poeaible revenue efteote, 
ot H. R, Sg6~, a bill 0To provide for national recovery 
by ra1aing reYenue and retiring olthene paet dxtr 
year• of age troa gainful employment and proY1de for 
the ganeral welfare of all the ieople of the United 
Btatea1 and tor other purpoeee. - lire. Btanler, 
lir, 11'1liOD • 

Stu41ea are beiDg 11ade tor ret11l1Dg and 1aprorl.Dg 
the 18th1f of ut!r•t'~ 'l:fnuet froa the following 
taxea: - u Let 1 , , th 

(1) Lubricating ou 

(2) Winee , do .. etic and t.ported 

(J) Tranaportation of oil b7 pipeline 

(l!.) T1ree and inner tubea 

Eoonoalc Cond1t1one*te4 to rucal 
and R!•en~~ttl[! 

I , Projeote or etud1•• completed 

lle.,randa oo the bue11leu and price 11tuat1og "" 
prepared an4 trana1tte4 to ibe ilecretarr on the 
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following datea: April 1, S, 15, 22, and 29. _ Mr. Baaa, 
llr. Dagg1t, llre. Kay , IUee Raetall 

A etudy ot comparative trende ot production and pr1cea tor 
cotton a nd steel, 1914-1916, ae a meana ot deteraini 
when inflationary 1ntluenoee began to operate, was i~luded 
in chart term in business me•orandum ot April 29. _ 
11r. Daggi t, Kre . Kay 

Memoranda on employment under the Worke Proleota Adaln-
1atrat1on were prepared and tranem1tted to the Secretary 
on the f ollowing dates: April S, 15, and 22. - Kias 
Rae tall 

~emoranda summarizing reporte tram Federal Surclua co-. 
moditiee Corporation on wheat export ealee and other 
aarltet dAta were prepared and were tranaaitted to the 
Secretary on the f ollowing dates: April 10, 17, and 26. -
ltra. llay 

IJemoranda on the movement ot enxort freight tram North 
Atlantic porta were prepared an tranamitted to the 
Secretary on April 9, 11 , 17, and 211-. -Mr. Dagg1t, 
Kiaa Raatall 

A study was made ot relat1oneb1y between treight car 
loadings and FBB index, tor eva uating carloadings 
toreco.st ot Association ot American Railroads in terms 
ot bueinese level, and a memorandum was transmitted 
to the Secretary on April lS. - Kr. Dagg1t 

Compilations were made ot daily quotatione on selected 
commodities and daily and weekly figures on selected 
businesa indioea. toreign and do•estic securitY tr&n•-
e.ctions secur1 t rices axe r tee etc., aa well 
a s other data tor t e cretarr e c rt oo • -
Mr. Chevraux 

Stock rices a t Kilen Ital , compiled daily on the 
aa ie o cable reporta, together with market co=ments , 

are tranami tted to the Secretary each daY. - Mr. Cbevraux 

Composite chart on unemployment waa completed and included 
in the Bec1·1tary' a chart book. - ltr. Lindow 

II. Projeote or studies under way 

1 . Index ot untilled ordere. 

An attempt is being made to improve our intoraation on 
the voluae ot untilled orders by working out a composite 
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index baaed on data troa iii41Y1dua.l induetriea • It 
on the U. 8. Steel Corporation, a larse and re;re.:~tatiYe 
eegm.ent ot the ateel 1nduetey, ha.a been coapleted _ 
11r. Daag1 t, Mise Raatal.l • 

2. Indications ot bue1neu yladJuataent, 

Varioua indications ot bua1neaa maladJuataente abown 
in graph1o torm, are being brought together to~ con-
venient reterence. '1'h1e proJect 11 practically ooapleted _ 
llr. Daagi t • 

} . Foroea 4etena1n1ng trendl ot baaio o01111041tz pricee. 

'1'h11 proJect iDYOlvee 11141rtdual price etudiea tor 
various baeic co-c41t1ea, a nuaber ot whioh ha•e been 
collpleted, wbich are intended enntually to be co.b1nad 
into a general index repreaenting the balic price trend, 
atter allowance tor the effeot ot aupp11ea, industrial 
demand, and other eeparable t ao tore. During .&pr11 pre­
liainaey worlt on cotton wae completed and additional 
work was done on hides, ae well ae exploratory work on 
other oolllllo41t1ee. - llr. Dagg1t, lira. ~. K1e a Raatall 

4. 

Thia proJect ia patterned atter the general study ot 
prioea and prioe tactore, 1913 t o 1922, aade 1n October, 
but deale with ·~x in41rtdual baaic coa.o41t1ea - wheat, 
cotton, boge, ateel , copper, and zinc. fhe proJect ie 
deeigned to detendne the principal price tactore ae­
eociated nth the wart1• riae and aubeequant collapae 
ot pricee ot these ooaaoditiea. - llr. Daggit , lire. ~ 

5. I ndu ot oOIID041ty ato 2 h• 

Thie proJect ie deeigned to develop a coapolite 1ndlx 
ot balio oo-o41 ty atoolte ae a aeuure ot one ilg)ortant 
t actor in the general prioe laYal . Stooke ot 16 
import ant induatrial aaterial•, u pruaed in tel'~ ot 
their net etteot on pricee, are being coap1led tor thia 
index. - Kr•. May 

6. In4!x ot goode inventorial. 

A better in4ex ot in•entorie• ot tin1ebed goode ia needed 
ae an in41oat1on ot bua1D8U aaladJuataente, with a 
brealt40WII 81 between 1nnntor1e1 ot tin1ehe4 goode held 
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by manufacturers and those held b 
t o develop auoh an index 1a underyw~;hersKr An0 attempt 
loliaa &stall ' - • agg1t, 

1· · Index of buying on deterred paYments , 

A s tudy or the volume or installment b 1ng 
cred1 t h&a nearly been completed. Th1~ atu~n~ c~neumer 
eventually to prortde a 1110nt hly i ndex or the vo~Ulll=e~~ned 
buying on deterred payments , which a t times ia an 
important business taotor , It is in abeyance at resent 
pending publi cation or a new study by the Departm~nt or ' 
Comcerce. - urs . Kay 

S, WeeklY anprox1mat1ons ot the I'RB i ndex or industrial 
nroduct i on . 

Project was started during Karch and will be completed 
atter t he release ot the new J'RB monthly i ndex (now in 
process ot r eviSion by t he Federal Reserve Board and 
expect ed out in one t o t hree months). This project 
1e designed t o develop an index or industrial produc­
tion that will ind1oa ts week by week the anproximate 
l evel ot t he FRB index. It will include a· l arger 
number or weekly aeries than are included in any cur­
rent business indioes , with weight ing& and seasonal 
ad Justments approximat ing those in the FRB index. -
llr. Daggit , llise Raetall , L!r. Smith 

9. WeAsurea or consumer buYing. 

A new pro je9t bas been started with the objeot or 
developing ll) an index to measure the buying power or 
consumers 1n ter:ne or pbyeioal volume or purch&eee, 
atter correcti ng tor the etrect or changes in price on 
the a pparent demand; and (2) an index to meas ure changes 
in total ooneumer expenditures, i n dollar volume. Tbese 
two indi ces will supplement our present •index or sales,• 
which is designed to measure the •orrtake" or manufactured 
goode into various coneUIIJ)ti on cbennela. - llr. Daggi t , 

llra . Way, Kiee R4s taP. , Wr . Sm1 t b 

Actuarial Problema 

I. ProJect s or atud1ee completed 

1. Calculation or Joi nt and aurrtvorahlp annuitY tablee. 

A recent all8ndment to the Oivll Service reti r ement law 
parmi ta retired emplo;yeee to elect a Joint and ell!'vivor­

shlp annuity 1n 11eu or a a1ng1e Ute annuity. The 
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!bard ot Aotll&l'i .. baa auba1tte4 a ~~aw .ortalltJ table 
tor u .. in ooeputiq t.bll a.ount or the Joiftt an4 
aur'11wreb1p aDDu1t1 .. paJable IUI4er the uended law 
Extenain tablea required t or th1a purpose were oooopiated 
and torwarded to the OiYll Sanioa Ooaaiuion on April 2). _ 
llr, Reagh, llr. Brown 

•• 
A requea t to prepare tbie ooat aatiaata waa raoe1Yad 
troa llr. Bo .. ar, Obiat ot the Ortioa ot Phoal and Bu~S&at 
Attaire, ot the State Depart .. nt, !he aat1•t• wu 
ooapleted and tran•itted to llr. Boeaer on April 19. -
llr. Brown 

3· 'l'ax litigation 1nwlrtng the •.ount ot inauranoe at l'ialt, 

Atter aenral into~ oontaranoee with llr. Warren r. 
Wattles, Special .Aalietant to the AttomeJ General, and 
oorreepondanoa between llr, Wattlea and the Prudential 
Life Insurance CoapanJ, a latter waa written g1Y1JI8 
llr, Wattle• the a.ount of 1nauranoa at rialt un4Ar two 
insurance oontraota iJlwlYed 1n .tax litigation. - llr. Raaab, 

llr, Brown 

~. Pedera1 Co••n' oat1ona Coaiuion, 

In accordanoa with the raquaat of llr. Kantred 1. 'l'oappen, 
yields ware ooaputed for fortJ-two bonda on which he aub­
a1 tted prioaa, rata a, and dura tiona. - llr. Brown 

5. Un1 ted Btl, tea l!e.Yinga Bog4a • 

At the request of llr. 8loan, a aohedul.a of 1nnataad 
y1elde, bJ ha1f-Jaar per1oda held, waa ooaputed for a 
eohedul.a of rede!iption Yaluaa auppl1ad by h1a. Two 

aohadul.aa prertoulllr oo!iputed and grtl!)ha ah0•1118 the 
raapeotin Jield rataa tor the period bald and dur1118 
each aucoaea1Ya period were &lao auba1 tted. - llr. Reastl, 
K188 Warkentin 

6. Board of Aotuariaa or the Oirtl Sarrtce Jl.etiraaent and 

Diaabiiltr IUDd. 
An aat1aata or the coat or aaa~ng !~!:-~:rr.o~, 
Retiraaant and D1aab1litJ Aot ac: the Board waa 

76th OoJ18H .. , )rd Bead~~! 8f~s.~o• Ooaaaiaaion. -
aiglled and foJoaarU4 to ..... 
llr.Bea&b 
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7. P.erlew ot report on 8. 3181. 

A re¥ort on this bill, •oro uend the Social Security Act 
and nternal ReTenue Code, to provide aore adequate 
unemployment compensation and tor other purpoaea • 
prepared in the Ottice ot the Oommieeioner or Ao~ounta 
a nd Deposita at the requeat or the Legal Division w 8 

reviewed and then forwarded to Under Secretary Beil a 
on April S. - 14r. Reagh ' 

S. Review or report on 8, 3365. 

331 

A report on this blll, •oro amend the Social Secur1 ty Act 
and the Internal Revenue Code, to eetabliah adequate 
etandarda or uneiiPloyaent oOII!)eneat1on and tor otber 
purposes,• prepared in the Otti ce ct the Comaieaioner ot 
Account• and Deposits at the request or the Legal Div1-
a1on, wae ra't'iewed and then forwarded to Under Secreta!')' 
Bell on April S. - !Lr. Reagh 

9. Review or report on 8, 3630· 
A report on this bUl, •oro amend the Social Security 
Act, as amended, tor the purpose or prov1d1ng health 
insurance tor workers in severe economic distress and 
making .more adequate provision tor the care ot the sick,' 
prepared in the Otfioe ot the Oommi~aioner ot Accounte 
and Depoeite at the request or the Legal Division, was 
reviewed and torwarded to the Legal Division on AprU 8. -

l.!r. Reagh 
II. Projects or etud1ea under way 

1. tireaent and 

'rhere u pending betore the Board ot Aotuar1ee the 
.. tter or appronng regulations with respect to the 
optional benet1te payable under the Oirll Serrtce 
Retirement Act. At the preaent tiae the Board U 
awaiting the deoia1on or the Comptroller General as 
to whether a caah retund ot Toluntary contribution• 
would be pe:r11118&ible under the Act. - Kr. Reagll 

2. Btu4J or horee raoe reeulte& 
'rhia etudy waa undertaken at the requeet or the Legal 
D1 Ttaion, tor uee 1n connection w1 th the Aonenberg 

oa••· 
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The reaul ta of ao.e thirteen thouaand horae racea hu·e 
bean recorded on pWIOh carda and tabulated to abow the 
f1nano1al reaulta of bett1ag under Yar1oua 111t ... and 
of following the aelectione of different a.xpert handi­
capper•. A report abo4J1ag the r .. ulta of the atu4J 
18 pract1call:y co~apleted, - Kr. Ilea&h, Kr. Brown 

A t 1rat draft of the chapter on 'Finanoing the Plan' 
1e in procese of preparation. - J.!r. 1\eagb 

Actuarial Adrtao:g Collllli ttee under the Railroad Retire­
ment lOt. 

A meeting of the Actuarial A4•1eorr oo-1ttee will be 
held during the coa1ng week f or the purpoee of diaouaaiag 
the propoeed pl&n of procedure f or a Yaluation of the 
Railroad Retirement plan. - Kr. Raagb 

5. Retirement aratem for Haitian GoYarnment emplczeea. 

The State Department ie preparing da ta with reapect to 
the emplo)'eea included under a proposed retirement plan, 
and informal request baa been received t hat when the data 
are aubm1 tted coat eati .. tee be prepared and plana be 
suggested tor financing t he &Jetem, - Kr. Reagh 

Other ProJects or Studies 

1 . Treaeurz Bulletin. 

Data were prepared or renewed tor the April 1aeue 
of the Bulletin, aa follows : 

Prepared - gh 
ATerase :y1elda of long-tel' freaaurr bonda and h1 -
grade corporate bonds. - Mr. Lindow, Mlaa E7re 

Reviewed -
Amount of 1ntereat- bear1ng debt outat an41ng, the 
computed annual interest charge a nd the computed 
rate of interest. - Mr. Lindow 

Eatiaated cus toaa duties antd t~7e;~r~~ !~~~~~~ .. _ 
dutiable and taxable ~or a, 
Kr. Lindow, Mr. Wilson 
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lst1aa'e4 recelp'• troa '-De illpoetd b ar1 
~Tenue acU on illpor'•· - · ~~r. Lindow, b: wJ!:n 

Oo~u,ed dut1ee collected, b7 ccuntriee _ Mr •·-~-
Mr. Y1leon • • ~w, 

Treaeu17 cr1a1nal casea, - Inn 111chener, Mr. Lindow 

2. Other materi&l tor publ1oa,1oq, 

(1) Ar'1cle on Treasury finance 
fr1'a~ca. prepared in the 

n proo • - llr. Ticlt~n 

( 2) Suggeetiona tor ~T1e1one in the hxt of the 
T~aeuJ')' pallphlet 1Co\n•s• and Pr1nt1gs ot UnUe4 
Btahe llonex• were een' to Ill'. 8Chwar11 on April 4. -
ar .. ziegler 

} . Correepondence. 

Replies we~ p~~ 'o lettere of 1nqu1rr on subJeo'• 
~latin« 'o ~ worlt of the DiT1aion, and lethra 
drafted elsewbe~ and aW..1thd to the D1T1eicn tor 
that purpoae were reviewed. - M1 as IU.chener, IU.as Ziegler, 
and other aeabera of the staff in appropriate t1elde ot 
work. 
Dur1DS April ~~ le,tere were rece1Ted 1n the D1T1a1on 
and 29~ we~ handled aa ~qu1~d. 

~. Charts . 
Charta ~ p~~ and continuallJ brought up to date 
tor uee 1n aeaoranda and iii cber' boolte on epec1al 
eubJaota, and oo~apond1DC phO'ograpbic, photos'•'io, 
and au1 UlUh worlt 1e carried on. 'fh1e 1a done 1D 
the Gr.ph1c Section under the auperT1a1on ot llr. BanJ••· 
J. stathUcal ~port on the work ot the Graphic Section 
tor the aonth of llaroh 1e attached. 
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t ypo or work 

Chart• brou5!!t "2 "' <lat. • 
~ boocl chart booka br-'>t •P "' <lat. 
.Ill other charta bro\lpt "P to ~~ 

total jobo 

total jobo 
.._bor or-

Nt~at1,.• • 
Contact prb oto 
Elll.&rt- nto 

Total jobo 
bbor or-

Letteralae oopl ee 
J.ll othor oop1M 

Total jobo 

2e ( tlaoo) 
671 

lV 

M 

42 
66 
87 

163 

631 
m 

I 

I 

• 

ror 
othen 

17 

., 
u 

64 

128 
314 
147 

28 

, .. 
ll& 

u 

T8 

' 
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110 

te (tlaoo ) 
111 

Sl 

ta 

170 
370 
214 

181 

TeO 
1,014 

l4 

81 

14 

Regraded Uclassified



II) 

M 
M 111at:1otioel llopon - Work ~le- , "'" 

Orapldo s.ott., Dhhl• ot Jo.-rola - ltat.1n1oo, liJ -., 
~-he J_., lt40. 

~ ot Wort • Ju. • Pe'b • • • liar. •· 11&7 

A. Oraplalo 

... ollorU ·-1·- 41 62 6Z 150 

-· 11roucla' ... t.o da t.o 
111 878 1U Tlll 

!led boot obut.l oooopl•- 67 
._ bootl brolacb' .. t.o dat.o 24(t1Mo) Zll (t ) U (t ) 

111aoel1· · · ou joN cGIIIplet.d 48 u S8 liZ 

•• ~· l'!!!!avaRb!. 
total jobe 

- .. ot• 
sv " 71 " 

Jopu- lTV 161 1ST 170 
c:.too t priat.o 182 NT ... ITO 
~ 804 au Ul 114 

Pbotolltat.o. 
total jobe 
1.-r ot-

1ST 101 lSI 111 

I.HWnllo oopieo .... 1 484 z,w 110 
W.u.roopi" Tal Nl 1,189 1,014 

~t1Utlu 

f-1 Jo'ba 
lhalaor ot-

I 4 8 14 

Zlac plat.oo &I sa " 81 

l£1•ce lla.neou• a 

t otal jo'bo 6 ' 14 

"'- ,_1 
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TREASURY DEPARTMENT 

INTIEit-Q~I'ICI C01o4MUNICATION 

DATil 

1. • · ro~. 1r. 

wor ZOF iatoi!!!1C!I 

.., s, lNO 

two ,. .. .,.....,. t o 'l'ow.ac4' • all.,... bill b.aft •- propo-. 

Act1011 -~J' 'll1ll bo hb& .. ~· ==-•• .. .._. 
1. S&at or :taa'• ._a-nt au•llonse• ~· Seem~UT t1t ~· 

'!..........,., wtn ~- ~ro'l"'ll or~· ~14-. w .. 1a col4 J:IOINM-

bT '1111 •-rr. u 4 -on-~· ~14c• ~......ner w prort4o tor 

the 111Ll1111h4 ootuc• ot cold. 'I'lL• PHal4em 1e &leo ••IIDnz.a to 

1-e 1014 oerUt lOdM W u:t per.- 4epoeltiq 1014• 

lfe &H prepuiq •ter1el t or ue ~ Saator IIUt<lq """ s..a•or 

raper 1a oppoalu .. t o tllie ·--. 

bo purollued -11 U'NIII-• llaTO - worlot4 - ~ ~· 'l'nuiiJ'J' t or 

the purolluo prl oo w M appllo4 ooloiT 1a .,..- t or .,r1-.lii1Nl a;parta 

troa Uae VIL1to4 std ... 

I ~lak nJ.a 1e a -•nr bJ' Pltiau to cot acn-.lti1Nl IOIPJ>Ori 

opiaei illo '!'-a 'lltll. 'O'alou J'O'l ill1ak o~nrtoe, n lbell 4o ~ial 

, . OppoiO ' lila ---· 

~ 

v 
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lo a. Fol~, Jr . 

IIAY 3 1~ 

llet Aundatol'}' l eaialot.ion propoaed b)' Federal 
1etp !daW.et.rator ;,,,, loyt , 

The tollodna 11 a briat .........,., 10ct.1oe b)' ooct.ion, ot the l osto­
l atlon propooed b)' lr. lonttl 

S.ct1ap l(a) !bt ~oro tal'}' ot t.lla !rt&oury hollit t.u4, 741, 000 ot 
t11a capital ot.ocl< or t.bt Federal lou IAan llaaka, .Utbouch aziot.iJI& 
la• P"O'fid .. ror the ratu--t ot tho ot.ocl< bald b)' tbt Secrtt.&l'}' ot 
U!t tr.aeury, then 1o no proTioiOD a utbori&!.JI& the t.rantfor or oalt of 
uch otoclt, !be FI'Opot ed l ociolaUon would autboriu tbt llecoDOtruat.iOR 

Flnanct Coi'J:or&ti on, uron appronl of t11a Fedoral Loan .&4a1AI.ot.rator, to 
~ur<:hau a t par t.JIT ot t.bt atoclt o t tht Federal b e Loan banko o""td b)' 
tho l!IUt.d St.ot.oo, aDd would aut.horiat t.bt hortt.&l'}' o! tho Tnaaury to 
u ll ouch otock to tht lleco~U\ruatioe Fizw1ct Corporati on. Thoro io no 
authority IID4or aziot.J.q law which would ptl'llit the !rt&o'IU')' to sell t11a 
• took 1t boldt, 

(b) ODder aziottn& law t.ht Reeonotruct ion Finane& Corpora­
Uoo ,..y, llpOD t.ht requ .. t of tho Stcrot.&l'}' ot tho Troaa'IU')', ... do with tho 
approval of t.ht heoidlllt, oul>tcribt tor profarred otoc~ iD hank• or i.D­
Iuratct ca.pr&niee, or aalte loana .. cured by auch 1\oc.k. T'M 1\econ•t.ruc­
tlo~ Pinanct Corporation ""J' atll any of ouch otock 1 w1 th tho approY&l ot 
tho Sacrot.&l'}' of t.ht tnaoury and UDder ouch rult o and rogulat.io!U •• tbt 
S.cret.&l'}' ""J' praacri bt, UDder tbt propootd lo,1tlat.ion tht acquisition 
or tale or -!erred ot.ocl< ot 'bonkt or in&uruct coapanico b)' tbe 11eocD­
ot.ructi on J'iMnoe CoorptraUOR could bt •cl• with tlla approY&l or t.bt Pod­
oral Loan A4a!Jt.iotntor and 'lllldt r ruloo and recultt iono praocribtd b)' hie, 
wi t.bout tht approftl. of t11a Stcrat.&l'}' of tbt !rt&oury. 

S.cti on 2 . UDclor azt•t.iDil law tho total uo~mt o! l06Jlll, com.l.t­
&tnta, etc. , bJ the ReeoutrucUon 1i..u.nce Cor,OJ"ati oD to rallro&ds , or 
U!oir r oca inro or truotaoo, ""J' not ozct ad at any one tiae t J SO, OO'J ,OOO 
1D adell Uon t o tbt l O&Illl and C...U IAento Mdt prior to l anUIU')' ) 1 , 19JS, 
Tho prcpoatd l opolatioa would reJton thio liaitaticn oa~1raly , 

Sect ion ) , Under ox1atin& law tho Reoono~ruot1on Pin&not Corpcra­
t1oa aay .. k• loana or adY&DCII, or r•n•wal• or exten11ont o! loan• or 
&dnnoe1, or My perait loa.,Ui or ad•ucea to I"W'l 10 •• to •tur• not 
lat.or tb&n l an11U7 )1 , 194,, Tho propoood l opelet!.on would cho.Dge thio 

date t.o l anv.&r7 ,)11 l9SS· 
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GROUP IIEMTING Kay 3, 1940 
9a~O a. m. 

Present I 

H. J.C . Jr: 

Gas t on: 

H,U, Jr: 

~·oley: 

R. 14. Jr: 

Foley: 

Gravou 

Mr. Bdl 
l(r , Young 
Ill' . Sahwar r; 
lolr. llana 
lir. Gaston 
Mr . SUllivan 
lolr. 'lhompson 
JAr . Harris 
lolr. Graves 
J(r, White 
l(r, Poley 
l!r. Cotton 
l(r. Cochran 
lira iUotz 

llhat ia on your mind? 

I don' t h& ve anything on my m1.nd. I have two 
or three things to look after 1n rq basket 
that I haven't looked at . 

Edf 

The conferences on tho termination of tbe civil 
liability 1n the Annenberg case are still eo1ng 
on. It will probably run into next week. Annan­
berg is represented by Perk ina , lawyer . He 1s 
not here 1n person. Their joint conference waa 
participated 1n by Treasury and Juat1co. 

Jtay I inte-rrupt you to tell l!r. ?o ley and 
wr, Sullivan what I have already told lir. !lel­
ver1ngf Before t he thing even beg ins to jell, 
cane and see papa, will you , please? I ~ould 
like to be consul ted. 

Guy 1s running the conf erences 1n his office. 

Inasmuch as tho 9130 group ia auppoaed to be 
a confidential group , l~·r. Helver1ng and Mr. Graves 
informed me three days ago t hat one Mr. Paul 
McNutt who had not filed a return for the four 
years that he vtas Governor, plus t he two years 

before --

No, the t wo subsequent yeara . 
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H. :iJ. Jrt 

firtlvee : 

H . :~ . Jr : 

\iravo o: 

H. !:. Jr: 

Grs.vBs : 

Graves : 

H. :• . Jr : 

Uraves: 

I! . L! ,Jr; 

Graves1 

H. Y.Jr: 

- 2 -

• • • , admitted that he bad overlooked - is that a 
good word? 

Yes , 

• • • . C47 , 000 flOrth of income and paid us the tax 
and penalty on it and we accepted his check s 
the inves t igation - - - • o 

I think I sho\Ud interrupt and say that there 
a d elinquent penalty that he paid for not riu.::gas 
the re turns . 

But he admitted, a11d with no arGW"ent, that h 
had overlooked it. -e 

I wouldn't go so far a~ to oay there was no 
argument. 

But he adoitted it. 

He admitted it and signed the returns. 

$ 47,000. I needn 1 t malta any oo111ment on lt . ThAt 
is t hat, 

I have on this subject a little further informa­
tion Which I got a fter I l oft here last night . 
I told ;you that our men wore that da;y conferring 
with !lom:l8ll Elder 1n Indianapolis regard~ his 
liabiUty. Our men phoned me las t nit;ht that 
they bad an offer from Elder ' s representative to 
pay the tax we bad set up , beceuoe Elder, except 
for one i teo upon which "" ourselves had some 
question as liability of the ~o Percent Club, 
m1fibt recei ve the fraud penalty. I sinply told 
our men that this offer should be put 1n shape 
for consideration hero o.nd accoopanied by a 
tender of the amount. We undoubtedly will have 
that . 

Then may I have an opportu'\1 t y to study it? 

Yes , sir. 

No commitments' 

Regraded Uclassified



r:.ravea: 

p, :.:. Jr: 

··'litO : 

.. . :~ . Jr: 

v t"G.VC:S : 

H . ~.~. Jr : 

:.Ochran : 

- 3 -

Jlo co:nmitmen t s at 11 themoel ves . a except the l' are committing 

But no commitment until I set o. chance? 

i~o , slr . 

\:as this 1,;47 ,ooo income rro, that 
Club . too? TYIO P .. rcent 

l~ o .. this is t is pet~sonal income . He overlooked _ 
or.litted to ::lB.ko - ther e wer e four :~cars "hen he 
waa Governor when he ::sade no returna ~0 
one o f the four years he had l ncooe , · h/ m~d:v~~7 
return , 1s that right , and then two years a!'ter 
he was Governor he omtted it. Thh had nothing 
to do with the TYro Percent Club. 

!lot as far as we !'.now. '!'hi a was unid enti f i ed 
in cor.~~~ . 

But the to t o.l amount i nvolved was 147, 000 over 
six yea r s . 

Yes . 

And we have h l s check and have accepted lt. 
Fo:- those rmo don I t know who Sow•>l.n J::l der is' 
he 1a :-reasur e r of the Two Per cent Club. 7be 
!'i rst ti:e ~r. r aul Mc~~tt feeda a co l ULnlst 
sone t h1ng about how pure he i s , papa i s soino 
to tel ephone h1:n and o.sk h im to co::>e ove:- ,_...,_ 
aee me . I ao 0oiflb to have ~. ~olver1n& at 
r:r; elbor. \7hen he cQD4a . 

Tho European stock mo.rkcts a re Tleakcr th1a 
morning and sterlino ls a little further down 
on the news tha t t he Bri tish and French have 
vtithd ra•m f ro"' their base at llamsos . 'll'ult is 
on the t icl<er. That leaves all that part !'r ee 
and we have been buying qui to a lot of s ilve r 
the last feVJ days . 1'he month has just opened 
and we have gotten over throe o1ll1on ounces 
l.n each of these two days, llond ny an<l ':'uesday , 
t he f i r st ancl second of t:ay . 

Wy God , do you know t hat in my whol e speech 
at 10 : 30 ! for£ot to oent1on ailve r ? RoT c~e, 
Harry! 

.3 42 
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White: 

Cochran 1 

-. -
Because Congreaa postponed turther consideration 
for another week. 

Oh, 

Ylo lw.'l'o a letter from tho Department or State 
thi a moming in regard to th1a Canadian exebange 
control. 

s . :.;. Jrt . I am making - tho roaaon I am not talking 
on tho budget 1a, I am makin0 a apeecb on gold 
and tomorrow Bell 1e going to make a speech on 
the budget, As Acting Director for four and 
a half years , wb7 shouldn ' t you! When they aak 
me, I think I aa going to aay that after eon­
siderlna the matter it ae8111a to me llr. Bell 
should talk on the budget because he haa more 
experience than anybodJ elae on the budget. 

Cocbrant I have two or three other th1nga when you get 
a little time. 

H, M, Jr t Right . 

H.II. Jrt 

Coehrant 

Schwarz: 

H. M. Jr t 

Sohwarzt 

H. lol, Jr t 

Schwar&t 

Chickt 

Do you wish to make any exception to tho general 
ru1o of not cOIIIlllllnting 

'l'hat sturf went to tho State Department, didn't 
i tt 

Yea, air; the other MUago has gone out thia 
110ming. 

'lho Boy Scouts of AMriea are having their 
:50th anniversary next week and they would like 
a s tatement. 
(Picking up ash t ray) Bob Moaea oneo hit a man 
with one of those things • 

o. x. 
'lhey say Bob ia good. 

I oan duck. 

343 
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H. li. Jr: 

Gaston: 

Schwarz : 

easton : 

Schwarz: 

Sc."lwarz: 

~ . !l . Jr: 

Youne; : 

H. M. Jr: 

Cotton : 

s . :.t. Jr : 

~rr1a : 

!i . :J. Jr: 

Gaston: 

Gaston: 

H . ~.!. Jrs 
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Bo7 Soouta of Americat 

You did it, I think, once. 

"Scouting the American Via7 , " I think, is the 
theme of the convention. 

Tbe7 want a letter, don't t hey? 

Well , who is going to write i t t Do 70u guar­
antee 1t to be goodt 

No. 

All right, 70u write i t and I will sign it. 

\'/hat else, Chick? 

That 1e all . 

Phil? 

I hnven't any problems. 

How did you l ike tha t play, Joe? 

344 

I thoueht it was the wors t play I had ever seen 
1n mY life. 

You and me both. I was waiting for it to get 
runny every minute. IC he had onl7 sung a 
couple of sonss. 

'lhat wou1d have ..,do 1t funny, I suess. 

This George !l. Cohen shoW - -

Did he write it? 

I believe so . 

He 1s e. good actor, but not a s ood playwright . 

It was terrible. 'lhe only thing good waa the 
lightning. I thought that was awfUll7 good. 

Oeorget 
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H. ti .Jrl 

l'lhitel 

B.II,Jrl 

Haau 

Gutoou 

.. 
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I have nothing important , Do you want to be 
on the 1na1de traok or this etwly we are •kina 
tor Ed Foley on the horaeat 

Ob, yeo , inaide track 11 r1gbt. 

"Bow to Beat the Horeae• 

345 

"Place a ahow bet on the out atlndlng t avorit. 
provided thet the pari- 11111tuel odda to win •• obo­
on the llMrd juat. before oloa1ng time are even 
1110ney or lower - 1n other word .. , when the ta'f0r1ta 
aocordlng to the posted odda hna a 50-50 cbanoe, 
or bettor, to win over the t1e l d. 

"Note: Under t h ia •y•t-= it will be poaaible to 
plaoe beta only 1n about one r&ce out or ten on 
the average . Therefore it should be played thJ"OUI!I> 
a bookmaker Who haa a wire aerv1ce to all tracke , 
According to our analyeie or tbla system in 
respect to more than 120000 racea it will net a 
prot1t or rrom •·•% to · 6~ on all money bet, The 
a.verage nUIIIber of •eligible ' hete per a.nnUII should 
run !rom 1 , 200 to 1 1 500 (incl•~•• track• in Cana~a. 
Kaltico, and Cube). 

•p, S, Unfortunately the boo'dea no longer ha .. 
a wire aer'f'ice. • 

Look at Baa1l Barrie. 

It 1a all being taken down, raail. You can get 
.. copy. 

'nlanlc you, George ; yery good . How a. bout a. 
lag wire eervicet Tba t wa.s t:ha war 1t ... 
old da.ya . 

boot­
in the 

Yeo, that would rea.lly WOI'k• We a.re lll&king a atudJ 
tor Ed 1n connection with tbe Annenberg caee. '!'be 
a ttempt was to prove it waa not a. game or ekill 
and your knowledge of the hnrae doean1 t halpJDU 
at a ll, beoauae it 11 all evened out bJ the d l 
and thie 110r1<1, beoauae on a. fa 'fori te 1101t people 
would not bet to ehow, that 1a, to come in third. 

'lhia 1a the atand&rd •J•t• U>at you ..,.. gl 'fin& 

u . 

Regraded Uclassified



Haaa: 

Fole:11 

R. U •• Jr l 

H. I! . Jr l 

!'ol ey l 

White 1 

H. ll . J1·1 

'llh1te: 

Klotsr 

n.w. J:·1 

H. II. J r 1 

H.tA .. Jl• a 
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You won! t have INch tun, but 70u wlll c0111e out 
all r1sht. 

34G 

You lmo" bow he pa14 tor hh daushter• 1 wedd1ft6 
He hAd a b1g wedding tor h11 daUghter wblch coet 
about $'711 , 000. He held up tor a couple or 1111nutee 
the re~lta . He knew 'Obat the reeulta wore and 
then he placed the bete and then the7 publ1abed 
the ruulta, eo he bet on a eure thlft6. 

And he took tbat aa a lout 

Yee, aure he took 1t aa a lou. 'lbat waa a bua1-
neaa e:<penae. 

1!11 dau~ter• a weci.IU.ngt 

Y••• 
lla;rbe 1t really wu . 

Better aek her huebend. 

Ua7be 1 t really proved to be a buaineaa lose. 

li'hat did he aay? 

J\la t •Uly, He 1a 1n good humor today. 

Bae11, a fter all ot th1a aer1oua bualnoaa 

Wel~1 1na111Wch as th1a 
oou.I.G. wo speculate out 
or the v181 t or Prince 
ratb,.r unuaual v1e1tt 

You naan he ret 

1a a cont1dent1al aeat1ng, 
loud aa to the purpoaea 
Colonna! wun•t that a 

To l •te the Prealdent yesterday. 

I d«n't know a tb1ng about 1t. I am going to 
try to t1nd out . All I knoW 1a, I have been 
tol4 that wbat we eaw 1n the papere about what 
lluaaol1n1 and Bill Ph1111pa were auppoaod to 
have ea1d to each other ain't eo. That I •• 
tolAL. But about th1a, th1a 11 too recmt. I 
Mr like BeD17 Steagall 1n thllt I aa only 1ntereeted 
1n ., own aplloh• Ita~ 1a .. oond. 
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l'ihi t el 

B. li . Jr : 

Vobite I 

H. U. . Jr : 

Whi te : 

li. M. J r: 

1\hi t CI 

B. lll . Jr t 

Gnvea: 

B, l! . J r t 

Bell: 

H. K. Jr: 

Bellt 

I!. JJ, Jr t 

'l'holllpaont 

- 8 -

'nlere -• a ••tins or the Interdepartmental 
Committee on Commercial Polior tor the expreaa 
purpose or di acuaeing the dual rate , following 
rour suggesti on. I took Bill Jobnaon up there 
and he diacuseed the legal aida and I did the 
economic aide and arter some l ittle d1ae>tas1on , 
it was deo1ded that everrthins was all rignt 
and there -• nothing t'llrtber to be dono on it. 

Anrthing ela et 

3(7 

We borrowed a ~ traa the Tari tt Co.Uaa1on tor 
dUIIIPins• His time ia up. Tbere ia some question 
about his salarr. we ban to have him. 

Norman will rind a war. 

That ia all. 

Anythlns elaet 

No, 

Barol d t 

wo. 

Dan! 

I have a letter I would l ike rou to sign on a 
credit or 150 aillion. 

Look at the -r rou band1 f i gures a round and bare 
I wor!l: day and n1~t to sell 150 bushels or apples. 

I have been workins on tb1a . 

What elaet 

ll1aa Lon1gan has lett ua. She baa tumed over 
her !ilea , equ1~nt and keys to h er orrice. 
I underatand she ia e;oins to lfaw York IIPd bans 
out her ahlnsle u a Oonaultant, bopins to be 

ooo.aulted. 
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l:! . ll.Jrt 

H. I!,Jr : 

&ell : 

H. JJ . Jr: 

Cochran: 

li . U. Jr: 

Cochran: 

H. U. Jr: 
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She told some people that we have already con­
sulted her, that Treasury ie already retaining 
her. Ie anybody reta1n1n6 Mise Lonigan? Georget 

Not that I am aware or. 

Dan, d id you want a little time with meT 

Yea. Ten minutes is plenty, 

I f you will come back hero at five minutes or 
10 : 00, I will see you. 

loU.ne isn't urgent , but sometime today, 

Right atter th e talk. Between lltOO and 12: 00. 

All right , dr. 

0 . K. 
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GROUP ltBB'l'lBO Kay Zl , 1"40 
S1:50 p .a . 

Preaentl llr. Barria 
'D10111peon 
SUlllnn 
ara ... e. 
Baea 
Fol e:r 
Schwarz 
Cotton 
Coebre.n 
ltlotz 

a. u. Jrs 

Fole)': 

B. II.Jrs 

Sebwar~: 

H. U. Jr: 

Sebwaru 

H. M.Jr: 

Kr. 
llr. 
llr. 
llr. 
llr. 
llr. 
llr. 
llr. 
Kra 

Whore 1a Cb1ck Schwarz! 

R1S)l t the .... . 

I ua not &OiD8 to aee llarqu1a Cb1lda. 

Sh&ll Herbert Gaston aee hiaT 

Herbert 1e not 1n toda:r. I am not go1ne to aee 
b11a. Put him orr until a0111e other time. Do 
you want llac to take hill on! 

He could. He would appreciate 1t. 

Sure, let llac take b1la on. 

(On telephone) Bello, Kr. Ward . It 8811!:111 that 
what JOU are aek1ng 1a a0111eth1ng that tbe State 
Depacrtmsl t hall alread)' turned ever,.bod:r ellle 
down on. I wondered 1! there were aome extenu­
ating clrcuaatancea you could tell ae to uae 
aa an excuae. 

. . . . 

.... 
•••• 

Please • 

Yea • 

I aee • 

• • • • Well , could thaJ put her on the pa;rroll 
tor the Alli ed Purebaa 1ng Co.adaa1onT I think 
thet would he l p . 

• • • • Ob • 

•••• Yae • 
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Foley I 

H. M.Jr l 

Fol ey I 

I!. LI .Jr l 

Foley: 

Foley1 

Thanpaa:u 

H. ll. Jra 

350 

- 2 -

• • • • Well , oould aha be put on General MotoN • 
payroll! I think 1t that could be done I oould 
wolic it. In any event, I want to aee :V:,u before 
you go. When are you go1flat 

••• • Yea , or unleaa you want to meet me out at 
Allison. I am going to be at Allison, Monday. 

• ••• Well then, can you come down here TUesday 
let•a say at about l01~0t ' 

• • • • Right . I think I can work it , Well , I 
th1nl< U abe could be put on General llotore • 
payroll, I think it would be a ll right . 

. . . . o. K • (End or telephone conversation) 

Tnia ta juat a check-up. I wanted to g et r1d 
or aome aturr. FA, do you think one or your 
boya on the 8111 

Larry Bemard t 

Larry Bemard could have rrq speech put 1n the 
Recordf Do you want to make a notef 

Sure, yea. 

ParticU1arly aa 1t answers this queat1on or the 
oo1nage or gold. 

Yea. 

You might even give 1t to th•· 

Right . r.e will probably be able to get it in 
the House Record th1e afternoon. We won't be 
able to get 1t into the Senate until llonday, be­
cause they are not 1n aeuion. 

No~nt 

I have nothing. 

So that everybody l<nowe , I am going to Chicago 
toni ght . llond&Y morning I Ul go1ng to .UUeon 
at Ind1an&pol1a, to be back here Monday night . 
xra. nota )<noW8 ..mere I ... 1n caae or -rgenq, 

' 
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Delli 

rr. M. Jr: 

Graves: 

H. JJ .Jr: 

Graves : 

l! . M. Jrt 

Graves : 

H. ?J . Jr: 

Bell: 

F. . I!,Jr: 

Gravos : 

lT . l!. Jr: 

Haas: 

R.arr1a: 

351 
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where I can be reached. 

I ha•;o nothing. 

Want me to do anytbina for you (Graves) wbile 
I am in Ind1anapoliat 

I have a little further news on that, The boys 
called me this moming, eay1ng tba t when they 
came to that last night conference , the attitude 
of these people had changed and they wanted to 
jaw about this thing and 0\11' boys wouldn' t jaw. 

Is tha t an Indianapolis expreaaion or i s tha t 
just nashingtont 

I think that ia just general Yiddlewest. So the 
thing --

In New England we say "Chin. • 

The thins goes ove r to another conference which 
will occur on Vlednesday . 

o. K., you don't want me to help. All right , 
I made the offer once . 

ilho would take a letter from the Chairman of the 
Mariti me Commissi on on le~islationt Sympathetic 
consideration. Shall I g1ve it t o llr. Bell or 
Jolr, Basil Barris 1 or whatT 

Y,hat i s it abcutT 

I don ' t know. Read it awhi le. 

lloth1ng else • Haroldt 

Nothing else. sir. 

Oeorge? 

I have nothing. 

I discussed that matter with Admiral Land today 
at lunch that I spoke to you about this momillg 
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H, J.! , Jrr 

l'.arriu 

H. I!. Jr r 

Schwar~1 

!:!. !~. Jr: 

Schwarz I 

Sohwaru 

-. -
and he t hought very well or 1t and we ar" 
going to pursue our talka. 

You had better go aa far aa the f~1te Bouse. 
This is in the room. The President 1a - excuse 
me, Mrs. Klot~ - aore ae hell at Jerry Land. 
He called the President up this morning and 
said how should he insure the Ylaahl.ngton, or one 
of tho ae bOats. He asked the President or tba 
United State s how to do it. "Haven' t you got 
an insurance tundt" "Yea , • "Wb7 don't you go 
ahead and do itf" "Well, I don' t know. • "l''ant 
me to sa:r the ship shouldn' t saiU" "Oh Ill'! God , 
no . • "Tiell , why bother me with a thing like 
thatt• 

That is just 1n the room hare. Be called him 
up oarly in the mo m ing on how to take out in­
surance on the Tlaahington, or one or those , 
because the English wil l only give them a quarter 
or 1ts value . 

You bad better try 1t out on me firs t, because 
I don 1 t think the Admiral's a tanding just now 
1a 80 hot. 

lll right. 

So tr:r 1 t out oo tbe old man. 

Cbi ok, an;y eontr1but1onst 

'!here 1a still considerable 1.nterest being -

Why should we help the Saturda'! Evening Post on 
anytbingt 

That 1s the way I reel about 1t. 

Give them that - I was going to aa:r recipe - the 
one you said you had ready • 

The one we issued last weekf 

Give tbem that . 

Have 'JOU (Cocbre.nl been very patient! 
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cochran: 

I! .M. Jr: 

Cochran : 

R.U. Jr: 

Cochran: 

H. t! .Jr: 

Cochran: 

H . !~ . Jr: 

Sullivan: 

H. J,\ , Jr: 
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Yea , air. I have an Italian cable you might 
want to see, It ie going up. 

The market active, price hisner . 

I see that my speech is interpreted 
United Press aa being inflationary. 
love thatY 

by the 
Don ' t you 

You (Cochran) will either ride up or down with 
me . I d<n 1 t know which i t will be . 

I would rather ride up , 1t you rlll give me 'l1I1 
choi ce. 

Do you want to go up to New Yorkt 

Oh no , but I have an appointment at 5:~; that 
i e the only reason. 

All right. Any time from 4: 00 o'clock I will 
take you for a ride. 

All right , s ir. 

Now Hampshire Sullivant 

353 

Last January 1n the Hallock CUI! t he Supreme 
Court materially changed t he law in its effect 
on estate taxes and the questi on arose as to 
whether or not in the Bureau they would reopen 
eaeea that bad alread7 been closed and llr. Hel ­
ver1ng and llr. Poley a nd I went over t he matter 
and we felt that it would be quite unfair to 
do that , but that any caee that bad not yet been 
cl osed or that wae reopened 1n a collateral issue 
by the taxpayer should be reappraised 1n the 
l ight of tha t decision, and Mr . Helver1ng bee 
jue t a en t over a IIICIIIOrandum and be aake for 
your approval ao he can aend out 1netructione 
to the Miscellaneous Tax people. 

Incidentally, for you t wo gente , Foley and 
Sullivan, I told Bob Jackson before we f inally 
got down to tall<ing w1 th Moe, I want to s1 t 
down personally with Bob J ackson. He add 
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Sullivan a 

H. Jl. Jr: 

Sullivan a 

H. I!. Jra 

- & -

he didn't th1nk there would be an7 a1tt1ng 
down wbeo be heard we wer e cnl7 10 ldll1on 
apart . AJlTwaTi I told h1111 before we would 
settle, we wou d ait down. 

I auppoee, following the uaual Internal Ran• 
nut procedure or four times a a 1111ch ae TOU 
expect , TOU are going to eettle tor 25 cents 
on the dollar. 

That ia a new procedure to me , air . 

liT •the-tica were correct, t.nTftJ • Four 
ttDee ae auch and eettle for 25 cente on the 
dollar. 

No , e1rJ 1fe don't trade over there. 

Oh, yest 'lh1ngs auet have changed ainee yeeter­
da)'. All right. An)'Wa)' , Compton th1nka JOU 
are a ewell ~· 

Tbie thing about Cox that JOU talked to lira. 
Xlot~ about, if I did nothing on it between 
now and TUesdaT would I be on the right eidet 

Sullivan a 1fbot 

~'ole)' a 

Sullivan a 

H. II . Jra 

Sullivan a 

H. li!. Jra 

Klot&a 

H. ll.Jr a 

Fol e71 

Cox. It might help Sullivan. 

He can wait until Jul)' , air. I aean, Jackson 
called .,. today and nothing ia going to be 

done . 
But I aean, if I di d nothina to anawer tbe letter, 
juat let it go until 'l'lleeda)', would that be 
agreea~le to JOU two gentat 

Yea. 

That ia all rigbt with ••w Bampehiret 

'l'bt)' look ver,. del18)1tad. 

Y .. t Wot 

aare, ollaT with •· 
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Sullivant 

Klotz t 

Bellt 

I! . JL .Jrt 

Foley: 

E. M. Jrt 

Foley: 

ll . IJ . Jr t 

Sullivant 

H. Jl .Jr: 

Sullivan : 

R. II.Jrt 

Sullivan: 

H. t:. Jr: 

Foley: 

H.M.Jrt 

Foley a 

Klotz: 
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Let 1 a bring it up again Tuesday. 

I can't help you, really. There ia something 
very subtle about the whole thing. 

There is a blank wall there . 

Vlhat I am saying is , I could, by letting one 
of you gentleman ride down with me to the 
station, handle t h18 thing tonight if it baa 
to be handl.ed. You aee , Cochran wants to 
ride up. Do you know 'lltlat I a1:1 talking aboutt 

Sure . 

Ia it a~l right for both of you to let it go 
until Tuesday? 

If you will never do anyth ing about it, i t ia 
okay with John. 

Well, I will do it tonight . 

I don't think that ia neoeaaary, air . 

Do you want me to call up the Presi dent and 
say, "I want Cox"t 

Oh, no, you are leaving and you are buay and 
everything. 

I co~ ca~l him up. 

~ss 

He is awfully busy, you know, and he had Land1a 
in th1a JDOrning. 

Ed, would you liko me to call him up tonight! 

I reel it ia a matter relating to New England. 
It 1e out of my territory. 

Cox doesn •t come f r om New England. 

Yea he doea , be comes from Maine. 

Twenty-tive years ago. 
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PoliTI 

H. H. J r l 

Fol e11 . 

B.JJ . Jr: 

Sullivms 

I:! .U. Jr : 
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He comes from Maine like I cane from s,.racuse. 

Do I understand 10u do or don't want mo to get 
1n touch rtth the Pree1dent ton1ghtT 

Well , it 
me it is 
circuit. 
didate. 

1s a political matter and 1t seems to 
in Sullivan• a territor,.. I t is 1n h ie 
It 1sn' t 1n m1ne. He bas got a can-

\'1111 one of 10u come cleant 

Yea. I think the President 1a ver'l bus,.. I 
don't think 1ou ougbt to bother him. 

o. K. Would you juat check 1n rlth the Prin­
ci pal and make sure aomebod1 1a here tomorrow! 

356 
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t:rrrY 
Col'ins : 

··:·.Jr : 

"• .. 

·· ." . ,Tr : 

: : 

" ," .Jr: 

. _ . . . , . Jr: 

, .. " , Jr : 

•• •t T • 
• o \. r . 

Good morning , sir. 

Hello , Harry. 

!o!'v 3, 194o 
11:57 8., "1 . 

!!r . Secretary, my e.!)O logiea t'or onnoyin~ you 
with atufr >lhich i s no t truly buaineae , but I 
just had a ohone call. fro'" CPrl tlerd . A• "OU 
!·no>: he reslcmed ~ro., !' ,_nd ~~ end ie now w!t!: 
Pratt and lihl tr.e v -- I "1rar. "' tl- Gent>ral l'otors, 
18 hettd1n~ U'l I! com.,1sn1on o '!" #our General ... otors 
ex,er ts go!n~ over ther~ to t r y to nt e' u, and 
hel, t l-e ~ene~ in ~ro~uet1on of nlrnlanes. 

Now, he ~ade a eondit!on thPre when he went wi t h 
Sloan thllt '!I'A. lia r d woul~ rro 111 th h1o 1>nd ther e 
1s soMe difficulty about her pllasport. Is the r e 
anythincr t l' Pt 1-1e could "o 1n the Treasury to t r y 
t o ~et that thin~ throu~h f o r her7 

Yeah . If you ' ll send 1t ov~r to Hro . Klo tz, 
ahe 1 11 t~~e ca re of it , 

Thank vou, so nueh i ndeed, air. 

And tel l h1n before he POes I want to ree hio. 

(Lru~hs ) I ' ll tell hir.~ thP t • 

Seri.,usl y. 

Yes , sir, !' 11 do thPt . 

I WPnt t o see ri~ befor P he ~ea . 

All riaht , sir. 

)lo>r, will vou - - I ' m c;oinrr out tonlP"ht e t six 
0 ' clocl{ . itcKa;v ~ o:oinP' >11th .,e t o Chice.~o . 

Yes , str. 

And I want you to get 1n Hcvav ' a hands wha t is 
the a1tu•t1on on t~ose notcrs th~t the French 
were- te.lld.ne about . 

357 
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C: 

!l.!!.Jr: 

C: 

H.''.Jr: 

c: 

!l . ~•.Jr: 

C: 

!! .H.Jr: 

C: 

H.". .Jr: 

C: 

I! .'' .Jr: 

c: 
R.!!.Jr: 

c: 
R. !oi .Jr: 

C: 
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Well now, I talked - - I'•• been nreeeing that 
quite hard and Brett -- I talked with Brett only 
titteen minute• ago and the thing ie eo in•ol•ed 
that he eent Major Lrone out to Darton and Lron~ 
ia due in late thie afternoon; I tear not in tiae 
to get a memorandu. to rou. 

Well, will Brett know about itt 

He Will know about it when he gete to Darton, rea 
air. He told me he vee meeting rou there Monday • 

• 
He and Burna are meeting me at Allison Monday. 
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Yea, air. Fine. Well, Brett Will ha•e the co~lete 
a torr !!on dar morning>, air. 

Tbat•e tair enough. 

Are, a:re, a1r. 

You eend this thing over -- Ward -- to Mre. Xlotz 
and she ' ll take care ot it, but you tell Ward 
betore he goes I want to eee him. 

Yea, air. 

It you please. 

Could I Juet talk with her about it' Would that 
be all right, beoauee I h~•e nothing but a telephone 
con•ereation. 

\fell, gin it to her -- eend her o•er a little 
written memo. 

J.:re, are, e1r. 

A little written l!l81fl0 . 

Aye, a:re , air. 

Please. 

'l'hank you, eir. Goodo:re . 
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TREASURY DEPA~:r.~~NT 359 
INTE .. .OFI'lCE COMMUNICATION 

Mr. Ooollraa CONFIDENTIAL 

.l.a 1Ddl.caw4 'b:r Ulo ~ ..... f1«Veo e1na 'below, Uloro wao aa ·-•loa 

1.a Ulo • olUM of tn41JIC. harl;r all of the forolp 'bull: or4aro \o piQ"Cbaoo 
o~rl1QC caM froa hropo. 

Saleo of opo\ owrl1QC b;r \ho olx roporUQC 'bo.all:o \o\olo4 11199,000, fr• 
tho !olloVlQC OOUJ'OOOI 

!7 coeerolal ooDOerae •• • •...... •• •. • •.• • •••• • •. • .. • ..•. •• .. I. 2Cr7 .ooo 
!:r foNlCD 'baako (.....,po, J'ar :lao\ aa4 Soa.Ul .AMrlca), ..... 

!o\al • •• 

Pnrchaooo of opot owr11QC UI01Ul\o4 \o '730,000, ao 1114loaW4 'bol.owl 

B7 co ... rclal ooDC•~·•••••••••••••••• • •••• ••••••• • • •• •• ••~ 
B7 t oNl.p ~ (hropo aM. l'ar laet) •• • •• •••• • • •• • •• ••• •• 

total •• • 

!he follovlQC roporUac 'baaka oo14 oo\\oa lllllo \otalloc ,,1,000 to the 

BrHlah Coa\ro1 oa \1M 'boal o ot the off'lolal raw of 4,0?1>-1/2: 

'15 , 000 b;r \be llaaraat:r !ruot Oolllj)UJ 
14,000 ll:r tile Inloc !ruot Col!p&IIT 

m~a ll:r tile llt.Uoul Cl V llaali: 
total 

!he IQ.114or aa4 'bolp wro 'boUl uolar oo• proooa.ro Mroaol toaq, .&1~ 
tho &U114or rato 1UIIlo..,.at 11\Uo obaap, U no roporW4 tr001 .Aaow- \loa\ the 

Dll\ch Coatro1 wao foroo4 \o l .atornJIII oa 'bollalf of thh ..............,. !he caJUn 
clooo4 ill lev Tort< a t ·5J09• !lao 'bolp IIO'O'o4 4oft \o a 1ov ot .1671 la .Allow,._ 

botoro .,.... opoDJ.oc. Ia tho 1ov Tort< ....Ut, IIOVe"ftr, U ro\VM4 \o .1~ \otoro 

olootac at . 1611.1/2. 

!ho other lllportaat ooarro110loo olooo4 ao follova : 

1'ro110h r....;..a 
SWloo truoo 
O&M41u 4ollaro 
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!lot •o=&N' &ollar ooa~ \a ...... 1a - 1111ae .. fol'flca OzMM 

_,.,, toa., 1o tu\oUoa -- fr- ... .,.., - 't!..J.I~. ott -I, l/ ': 
ApiU\ oterU.ac, - paa ae .-- *"- a\ )-J/JK, ott 5/l&a. ~ 

!11.8 ~ .... rel .... rft Juk at - Tortt ....-... 15,000 ptl4eh f or _, 
of U.. Jaak at k\'riao 

Ito pvollue4 \be f ollowl.ac UCIU\o at pU froa \lot ......n:.t -•• ot 
\M boako 1allaa-o 

n o r ourel Rooorn Juk ol low Tortt ropor\o4 \he tollow~ oh1-\o ot 
colcl, all of 'lObi ell aro boiJIC coaaipocl \a 1 h 

$50. 000, 000 froa - · \o be oh1ppo4 b7 \be llaDir ot Oau4a, ou.wa, for _, 
of U.o llaak of "lllcl.all4. Ball ot u.lo oh1-a\ v1ll be aa....,loM for 
aoco'IUl\ ot U.. llaDir ot IJICl ond , &114 \loo oU..r boll v U l bo oo14 \a 
u.. o. s. Aa&a7 Otf1oo. 

ll,7JO,OOO froa Sov.U. .Ur1oa, oh1ppo4 b7 \be SollU. .Urioaa Bu orn llaalr, \a bo 
o...-.ftlo4 f or _, of U.. llaalt of JaTL 

2,695,000 troa SollU. .Africa , oh1ppo4 lo7 U.O Soll\h .Urioaa .... rft- tor 
aoccu\ of \ ho •u..rlu4o Juk. !11.8 4hpce1U oa of u.lo ohipMa\ 

= ,..,;-.,= h IUik:IIDYa a\ \ho pNon\ u., 
$57,425,606 f o\al 

n o Bollbq ~o\ ollnr quo\a\loa no oUIIo\17 llil!lor a\ \ho oqa.lftloa\ ot 
ll2.}1,. 

!'ho a4YaDOo 1a \bot Iooatoa fl.xlac pric" for oU Yor vbioll !Ia. oooou:rM 1a 
\he poe\ t ow tqo waa 1arcet, ott .. , \a4q lo7 a uol1• 1a \bot quo\a\loao. llpo\ 

d lYor vao fi.UA a\ 21.-1/164, ott 7/ 164, &114 \ho f ol¥ar4 prioo no 214, ott 3/ 84. 
!'ho o. s, oqa.I.Yaloa\o wore )3·081 &114 32, 70# roopoo\lnt,. 

llaaq &114 llaraaa'• .. , U _\ p rioo for f crolp d 1nr no "Mbnp1. a\ 
}ll-3/~. !lot fraamr7' • pa.ro~~a .. price for f orolp o1lnr vu aloo aac""•p4 a\ 
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Ito ..U o1p\ ~-, of ol1nr \o\al111C 1 , 251,000 - • -.r -

SllYOr 1'uobue .W\, r;n u.lo _,, 501, 000 _ .. ~""'" oaleo froa 
l llfta\of7, u4 \bot ro-.iaiac 750, 000 -• coaolo\84 of- pro-Uoa froa 
forolp coUA\rloo, for f orvart ul1ftf7• 

CONFIDENTIAL 
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TRICTLY CONFIDENTIAL 
• oo o o,. 0 o .... oo.T~~~SURY DEPARTMENT 

INTI:R.OFFICE COMMUNICATION 

....... llq J, 1911o 

ro Seor•tarT llorcutb&G 

'"' " ' llr. Coobru 

llr. bob tol4 .. 1>7 t olepbou at S1llo tbi e ..,.Dille tbat be ba4 I!PO­
to tho Cbeoo kDlt lao\ lllf:b\ 111 recoor4 to tbo fr•~~~r7'• illtoreot 1D l'OClo11'­

log dote 011 ItallaJI oopper purchaooo 111 t hh GOlllltrT. !ho Obaoo oa14 the7 
'101114 iae41ato17 look illto tbolr rocordo tor ua. 

~t 3 o 0Gl0Cik thlo afhl'II.OOII bob a&aia tallot4 with ... Bo a14 that 
tho Cluan~At7 !ruat ba4 e:q>laillo4 to bJ.a tbio foroaoon tbat olDCo tho 1'0QCh..,0 

ue roturao4 tho laot da7 ot each -th 1>7 tho Oaaraat7, tho7 ben ao rocor4 
ot wbat Itollaa &eellC7 aooo~mt p&lalllh wi\h thea ~ bo1'0 oOToro4. It h 

ol10pl 7 u ontrT tbat eo _,. 4ollaro oero draWD ont 1>7 chock. lor the Olln'lllt 

~nth tho O....Z.U.t7 can pick ont thooo l toae. 1a tbo -tt•r of opmlnc cndih , 
tho Oul\ru\7 bao e•illooo April 1 cpmo4 oal7 ono credit t or u Itallaa parobaoe 

ot coppot'. !hio •• for $125,000 t o tbo oharp ot tho ltallaa Credit lutlta­

UoD, for~toao of copper ~rto4 111.\ o l\al7 boa t ho Jolclaa Ccnco. !'be 

~t • • -de to thAI M rioaa lletalo ~. It ab01114 'bo aoto4 1JI. tbio 
co1111ect1on that p&TMII.h aa4e t o t hAI E.IUlocott Copper ~ ooDoo1Ta'bl7 001'11' 

ohlpmento o! copper direot17 fro• Chilo t o Itol7, llhlch WO'O.ld not app.r 1JI. 

..l&orleOJ1 C..otoao flc=eo. !ho aoot ot!ectln ar to obtain tull ud aoovato 

iJI.to!'IDiltlon would bo t o approaoh thAI Aaorlou Ooppor bport ~uoolaUon aad 
aloo ..., conGOl'llo &ich 4o aot a:q>Grt throuel> tbat ~uociatlon. llr. Loroo ot 
tho GtlanoAt7 !ruot ot!orod to 4o thio t or 111, olllCo hio 'baak bao ..,h CC!ltao\ 

rith the coppar people , blat will DOt 4o tbio lmleu t bo !r ... fllrT ~ opeo1!1Gall7 

roquoot l t , oltbor cUroct17 or tbrollf:b llr , J:Aoke, 

1'he O....Z.U.t7 !l'lllt tc,dq paid $300, 000 to an 111411'ilbal 1JI. Sl.JicltoPoro b7 
order ot tho lank of Ital7, 
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.ILl , ruc:al Eil3ASSY 

PARIS 

331 , third. 

CORRECT<:D COPY 

TELEGRAI.I SEtfl' 

PLAIN 

Hny 3 , 1940 

F .1011 THE SECRETA!f:! OF Tl1E Tn.<::ASURY. 

PlEilCE r Epent DEpllrtmtnt t o 329 to Scm no DEpart­

ment t o 40, to llrunoEl n nu DEpcu•tmcnt t o 47, llnd t o ThE 

Hngut oo ~tpn~tmcnt 1 o 60 1 adding, rcopcctivEl y: 
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PlEC.CE dElivEr n copy o f thi~ o.ddrto~ to tht H1n1oter 

of F1nnnct of Slrl.tzErl=d (lltlgi\111 1 thE iltthtrllllXl.o) . 

EA: FL: llSG 

WELLES, 
·.\cting. 

(HF) 
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!WftU\1. OF FOREIGN AND Doiii.STIC COIIIIftCC 

D O"I CB or nt1 DWCTOR 

llq J, 1940 

To BCD. s....,. • orseDth&u, Jr. , 
Seeretal')' ot th& Treaa111'7. 

For 

SeDt at the reqwoet ot llr. 
Moble, Under Secretary ot 
C.-.ree. 

~=.:r~ 
Director . 

• 

I. 
• 
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""I PllCI ''*" 
(1916 •100) 

1m 1M!~ 

I •• I ~· I ~.1 Apr. I •• •·"'· ' ...... 
.291 ul aol 71 19, I 19, 

. I "·1 I 74.1 I 79o) I .,.., I 79o0 I ,.6 
I , .. I 

~ 
• I 6).9 I 6l.l I 69.7 ' ... 6 I 71.6 ' 1.1.1 I 17.2 

Foocll • • • • • • • • • • • . I 61.6 1 66.7 I "·' ' 71.9 ' 72.1 I 6.1 I 9.1 
m ...-1\J.oe ot.Ur \ba ' I ' 

tom jJt'Od""w &114 foodia • I 10.1 I 10.4 I IJ-4 I 11.6' II. , I 2.1 I 1.6 
Jlidtt and l .. \hu III'Odllfte• 1 fl.J I 9J,6 I •• ) I J.al., ' 102., ' 1.1.4 10.7 
taW-• pi"'CCuA'te. • • • • • ' "-' • t/7.4 1 71.41 71,6 I 71,, I 7.4 6.1 
1\W tJld lJ.cb\lac -~~ 74.4 I 7).2 I 74.1 I 72.4 ' 72.) ' - Ll ' - 1.1 
.. \t..U and .. \&1 ....-.. . 1 9).9 I t),J I t4o9 I tJ.) I 94.9 ' 1.1 I 1.' 
t;~tJAtaa uta..1&1... • • •I ., .. I .,,7 I 9C),7 I tJ.II tJ.7 I ,.7 ' ,., 
CIIMl...U &114 ...... • • •I 7J,I I 74.J I 77.1 ' 77.4' 77., ' a. a ' 4.4 
Holll ... tllnlillUolc aoodia • • ·' 14.6 I 17.0 I 17,1 I .,.7 ' f9.7 ' ).6 ).1 
l11ctlluleoua • • • • • • . ' 74.7 1 7),1 I 76.1 ' 76.1 ' 76.9 ' 2.9 , ,a 

' ' ' ' 
Jl&t M.\er1ala • • • • • • ·' 61.6 ' 66,2 I 7).0' 72.9 ' 7).9 ' 7.7 ' 11.6 ·-ll! .......... u-Uelee ·' 74.1 ' 74.4 ' a.o ft,J I .,,, ' 7.) ' 6.9 

·' 10.4' .,., ' IL) u.s ' 11.7 ' 1.6 ' ).0 

' 
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AMEIUCAII EIIBASSY 

PARIS 

COPt 

Your 564, Ma7 1, a p.a. 

Ma7 J, 1~40, noon. 

P1eaae Lntor. llorweg1an M1n1a\er \ha\ 1t cheaka 

tor ord1n&l7 d1sburaeaanta are drawn ae;a1nat hie end 

Krs. B&ohka'e accounta, 11oenaea will be 1oaued to 

374 

the banka upon which auob oheoka are drawn to pay ouch 

oheoke upon their preeentatlon ln New York or Waab1ngtoo. 

WILLES, Aot.tng 
(Hr) 
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1 photostat referred to Dr. White 
S/3/40 

375 

1 photostat r eferred to Caytain Collins 
witb note: (on S/J/40) 

•secretery aaka tbat you 
turoisb a copy or tbis to 
tbe Arrq and llavy. • 

•a. s. notz• 

PbU Young bas typewritten copy . 

' 

I . 
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Stpeka ag4 Pro4uct1gn 1p lonay 

~tt1Mttd Stoep 

Molybdenua lot lmom 

Tungsten le&l1&1ble 

Cobalt leal1&1ble 

11eltel 1, 100 tons 

ChroM Ore 20,000 tona 

llanganase Ore so,ooo tons 

lati•ted Annual Production 

llol;rbdanua SOO tons 

11ekel 1,000 tons 

Other rerro-
al.lo:ra nil 

In Sweden there are probebl:r considerable 

atoolta in ore ot ferro-product tunastan, chro•e aD4 

110l;rbdeaua. P'iaures are not now ani labla. 
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p 
Y. BRITISH E!-!IWISY 

Waahi ngton, D.C. 
Co~Mercial Departnent 

No . W. 16 
A:9r1l 23, 1911<>. 

My dear Ballantyne, 

You were asking about t he re-exoort 
clause under consideration tor rubber and tin 
contracts. 

In e letter dated February 29th Leach 
wrote to the Com~ercial Counsellor that the clause 
~iven below was bein~ cons idered by t he Aoeri can 
Tin Trade Association. An enclosure to this 
letter, a cony ot a Ciroulsr from Hr. Trench , 
Vice- President or the Association, stated that 
the clause below had received t he annroval or 
an of f icial or t he Department or State . 

"Buyer agrees not t o eXJ)ort or to sell for 
eJt!)ort t he tin cover ed b~r this contract 
it such exportation would be inconsistent 
with the Governmen t nolioy with resoect 
to strategi c nateriala as outlined in 
statecents by t he Army end Navy Muni t ions 
Board as of October llth, 1939 and 
January 19th, 19110. Buyer turther agrees, 
aeon t he resale or t his t 1n, to insist 
unon t hl s st1oulat1on and t o insert ~~ia 
clause, in f ull , 1n all sales contracts 
or oonfirmat1onl. • 

A further enclosure t o the seae letter 
from Leach stated that t he same clause was being 
considered in the case of rubber alec . In this 
latter case the enclosure Atated that representa­
tives ot the ArmY and Navy Munitions Board ap­
proved of the wording in question. 

Char l ea T. Ballantyne, Esq., 
Seoret ery-Oeneral, 

Anglo-French ~rohasing Board, 
725 Fifteen~~ Street, 

Washington, D.C. 

/Leach 
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- 2-

Leaoh stated in hia letter under rererenoe 
and i n ano t her letter dated April 3rd t~~t dls­
ouss!ons are still proceeding between the Tin and 
Rubber Associations an~ the appropriate Depart­
ments in regard to the olause limitin~ export 
sales. It ap~ars that the legal Advisers or 
the Associa t i ons are unwilling to aoeept it in 
its present tor: aa it is alleged t hat 1t would 
oonat1tute •restraint of trade•. 

As I told ~u I Mentioned vour enquiry 
to GHatkln who sai d he would diseuse the ~int 
with Mr. Purvis with Whom he is lunching in New 
York today. No doubt also Y.r. Purvis would get 
in touch w!th Leach a s he has been in close eon­
tact with both Associat ions and has promised to 
let us know when a final dcoieion is reached . 

Yours sincerely, 

!\. Reid AdaM 

!IRA:AM 
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J.tay 3. 1940 

General watson telephoned me t~t he had 
spoken to the Secretary and Aee1etant Secretary or 
the Navy and gotten approval that the 2,500,000 
pounds of smokeless powder that the NaY)' ~. on 
order w1 th Du Pont can be released on June 1 to 
t he Allied Purchasing ll1aa1on. 
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. , 

('!nr rator: 

~ , 

u." .J -: 

~trlee 
:~uon : 

.. . .. . Jr: 

J: : 

•• , 1r . J r : 

-. 
. . . .. • Jl~ : 

-. 

·· .".Jr: 

!: : 

u.".Jr: 

E: 

v .... Jr: 

!: : 

.. . . , . Jr: 

Hello . 

I have Seoretary Edison. 

'!'hank )'ou. 

,;,, ahead, "le~tse. 

P.nllo. 

Hollo • 

Chnrl1e Edison? 

!!a,r } , 194o 
11: }2 a . m. 

Y~s . s ir. How are ~ou , Henry' 

Fine, how are you? 

Pretty good. 

Charlie , General Watson phoned that you're going 
t o -- be will1n~ to rel~ase t~t two ~nd a helt 
~ounds ot powder tor the All1ee tron DuPont . 

380 

llell , he - - lfatson told COI'IT)ton 11nd l!IYBelt :rester~ 
da~ tha t it would be all ri~t to out on this --
175 men down there , see? And Possibly go ~~ead 
and buy the equipment -- t aean , eo thnt we could 
t 1\ke oare ot oursel vee . 

Yee . 

And we're planninP' to "'o ehead end do tl'J\t . 

llell now, will you notify DuPont that they can 
~eleaoe two and a halt million ?Ounde on a yeerly 
basi s to the English' 

''lell , yes , but we•ve got to work out how quickly 
'"" oan get up t he produotion. 

Well, I understood it wa• }0 days . 

Oh. Well , I didn't know that . 

Watson told ne • ••••• 
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c 
£: 

Jl,lt .Jr: 

t'• 
~· 

£: 

ll.!t.Jr: 

E: 

H . l~ .Jr: 

£: 

'! . !~ .Jr: 

!:: 

H. Y.Jr: 

E: 

1', \( , Jr: 

E: 

- 2 -

You v ere down there readin~ powder v1th thea the 
other day, veren •t yout 

That 's right. 
Could you let 
right to tell 

Watson told ae the first of June. 
me knov at Cabinet it it's all 
them-- I mean to tell the • •••• 

~I ell , it I can ge t ahold or Compton. It he' e in. 
He went 'to - - he went out or town last night or 
yesterday at noon but he ' ft expected back•today. 
Re'e probably in and I'll try to get ahold of hie 
and let you knov. 

I understood that from the time they got the 
notice on t he ten thousand pounds a day extra 1t 
vould take theo thirty days to get under vay. 

Yeah . ~lell, I want to oheok that because ••.... 

You check it. 

I ' ll let you know a t Cabinet what I can find out. 

Will :.-ou? 

Yes , air. 

Thank you eo muob. 

Rov did you enjoy your trip! 

Oh , it vas very nice. Your people t ook very good 
care of ae. 

Don't you think th&t ' s a n1ce place dovn theret 

1 I t houNkt 1t vould cake a n1oe Ver y n1oe p ace. ~· 

summer cottage. 

(Laughs) All right. Well, goodbye. 

o. K. , Govemor. 

Goodbye. 
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-

s- 1> - "1-o 

.f. Photoetat of th1e wae ghen 
to Ill-, Young and he •111 Phone 
llr. Ba.llant7ne of the .f.llild 
~~c1;:11ng Khe1on and tell h1a 
th: 2-p:/2 ha1elagrl1 eed to releaee 

• on PQUnde of 
POwder and that they ca n han 
it •• of June 1. 

The attached memorandum wae 
handed to HM , Jr at Cabinet 
513/ 40 by Secretary Edison. 
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II)- dear lb'. Pre8ld•ta 

1a .... rc~an .. wtth ta.. •-.u•n 
cont alned 1a ,._.. 1 IUMr' of ~1 lltll, 

I aa eDOlOdJII IM.-wltb a .._..ned._ 
to Aalluaadol' ~ • .,, ... .-.~~ t• J'OU 

s i gna""'•· 

The Pre.td•t, 

'ftle Wb1 te llouH. 

!beloaure. / 

395 
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My dear Mr. Preatd .. \1 

Ia aoool'do.nce wUh tba requ .. , 

contatnad 1D your -raa4ua or Apr11 2etaa, 

I aa anclo11D& hernUb a ~~~.~~&elhcl ana .... 

w A:ll'lluaa4or !r--'7 • prep&racl ror your 

slgnat ure. 

r-.., ............. n...,.,,.., 

Tbe Preslclet, 

The 1'1111 te Boule. 

I J _,.roo/ ·"- .... 

3So 
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.. a, lNOo 

liT c!ear .., • Pn•llhatt 

Ia IIIII 'm .. wl .. tbe requen 

OOD\alfted 1a J'OU Ow ef .-.n1 ..... 
I .. u l Mttl& beNd. a __,_. .. M •• 

to ,. ........ lt ., ............ t• raat 
algD&WNo 

,._.., ... a : a,Jr. 

!he Pre•ldet• 

fte llblte a.u... 

If Ill ......... I .;!, __.J 
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1~ dwnr Kr. Pr•atd .. ,a 

Ia ~·• wU.h u.. nqueet 
contllined taa )'OUJ' -~of Aprll 28tb• 

I 3111 encloatna borewtVI a lllli: .. ted ~ 

to Antlculalldor K-.d7• pnpand tg, ;pour 

(-....s l a. ~~a,, , .,Jr. 

Tho i'r•sld.nt• 

The l'/h1 te Rou•• • 

3S8 
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-- --- ---
. •. .. . .. . 39S 

r .._.,_let-.., llpntu, t9ilo, ._..he u.. ." .. 

ot .,14 ,....... .. llr \IIIlo Cle•• 1 t- \lie oah ot lrtU .... 

..... ...n- o...tu .. Ia tlah -""· 

o~-uoala o.11 Ito ,...tt .. u- _,,. ,., ... _ ......... 

)IVOI&Iac u.o •al7 poll• "'til •••- to "• .,u ,...-... \!let 

h ..,..tl\lo "'"' tllo ,.~so lato ... t. 

llltll •••- to \lie ll'tttoll w•• ot -. .. - ..-u .. , 
.. &H h -•'-' ......, ..t.tb \lie lrlUoll ,... _ _,- It l nfo,.. 

uo wrroaU;r of 1\o ao.l• 111 thh -"· 'ftleoo, - ,._,.. 

.....,., .._. M.a .,.tto .-.-..uo1. '" .su 11o "'' tint to 

.,,, •lato, 1 • _o, \bat \be rate ot .- ao.l" ....,.. a elooo 

r olA\Ioa..,_p to \be ototo of tho -sv ..rt<at - -.ld "M • 

l•n.a• _, t•tor Ia \lie ..rb\ ftlv ot - ot \lie 

o..nu .... ooll ao Ia \lie c-ro.l- of U.• ..,.. ... 

tt-17. 

ftoo .... ftllllo,...... r. r...c;r, ...n-• .... 3 •• ........ ..., .. . 

Regraded Uclassified



IIMr JHI 

I ..,. ,_ 1 .. ._ et ""1 11, 1;..,, r a u .. tile • ._. 

t _. \lie ealo fll ll'tU._ 

.... ,,_, __ , •• rt ... r.u, --- , - ..u 

et-uoa ta all Ito ..,.n.u-~ • '" .. ,...__, J.• 

pvwl .. tllo oat, pelt. cell ro•1ot to Uo 31U ,_¢1111 tllat 

1o ....,.uu. cell \lie ,.'lllto ~ • 

.. .. 111 --• ....,. .tea. • ll'tttoll ,~ ... -..,, _. '' w-

"" _...u, of Ito oaloo ta \1&11 ..,..., ftoeoo, - ~ 

•• ....... 1 • .... \!let t1oo raw et ..,.. oatoo '"-'" • .,._ 

ralaUoaold'P to t1oo otato et till -'" ..nee _. ..U "' • 

..-~• IOIIoal t .. tor ta \lie _..., 'fal• fll - of \lie 

-.tttoo • all M ta - s arral - fll \lie ......_ 

81-s,, 

ftoe •o1N"11 IMo;ll P. ,....,, 
...... _ ...... 1'"• 
t.ee~~~a • ..., .. . 
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I ._. ,_ l .. ._ Ill .,_.1 11, l,.., ••a u .. .,. ...... 

et .. u ,.,. ••- tills Is•• 7 \ _. • Ills Ill ll'tu-. 

........ _-' .... Ia ......... 

... ....... _..,, •• rtr ••• N1r ........ ., ... ..u 

.......... .u ... """ .... _ -. ,., ........ ~ •• 

....... .. _, ,.Utr ........... ts Its .. u ,.. II .... 

le ..... "U.wltlltlle ............. . 

Wltll •••n• " tile 11'1\l• Ill" Ill .,..._ ....atlss, 

ws - Is _._, ...... wltll tile II'IU ... ,._ I _. It ..,_ 

•• -....u, sf 1\s sslss Is *' ....... ....,., - .._. 
--. .... -.....,. .. ~. ,.. .. u-.u..iantt. 

II ....... I• _., tllet u...-.st ........ -...,.._ 

........... p ........... ., ... _. ......... ..u "-

... , .... , _,. ,.... Ia ........ --"' - ,, ... 

-'"" .. ..u ...... ··-.. sld .... "' ......... 

•-"· 

..... , .. h ~ '· ,,.,.,. ,..._ ....... ,,, 
······· ..... . 

" 
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0 
DR AP'T 

o.ar Jr '-/.....-.. "'1" .. . . 
..,.:rttto to 'R •1'! *A = letter or ~prU 11 r ,A< 1' ,1 · • '2r:. 

-·~atn &;;~ !!."!:: ·t::;;i;\,~.~h~ 
Treaaury Dep&rtcent is 1'ull.7 co¢unt of the gold situation in 

,. ~~ 1-- z; .• u . 
all ita r...U1cation.s and is pursu1nt!; Uta ofllJ' policy with respect 

~ 

to Us gold purchases Utat is corpat.ible wiUt Uta public interest. 

With respect to Ute British aaleo of Aaerican securities, 

y.ov. apperauu.,. h••• -tift MtlattEM.._ /o are in constant touch 
A C....,,.,....,#'7 

with the British TreasUJT'Ind t,lillgo o ora1us ~ or ~ .?;"' 
:..~~ v ., .... 

ealeo These , our record abo,.., hln 

been quite substMtial. !ou will be the tiret to appreciate, I am 

~ 
oure, that the rate ot sucb salee bears &..,relationship to Ute state 

~ 

ot the Meurit;r urket and could be • I l11portant causal factor 

in the aarl<et ftlae o! ..- ot the securit1u u well u in the 

general tone ot tbe urket. 

The Honorable Josellll P. hnnecy, 
bericao Aaba~eador, 

London, 
England. 

0 
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TREASURY OE?ARTNENT 
~ffice of tho Soorotary 

Technical Aooieta~~· Secretary 

Date .d./.~/f.~0 

ROOII ----

From: IIR . OOCHRAII 
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coqmutxet, 
WA8HINOTON 

lfara Springe, 0.. , 
Aprll 26, 1940. 

WEWORANDUiol I'OR 

THE SECRETAR'i OF THE TREASUR'i 

FOR PREPARATION OF ~ 

FOR ~ SIGNATURE. 

F. D. R. 

404 
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TREASURY DEPARTMENT 
I'ROQJR£MIEHT DIVISION 

WASHINGTON 

~ 3, 191/J 

410 

Lr. Orh&n H. Erol, Cowlaelor of the '!llrkieh Ellbuey, calle<l this arternoon 
eonoerning an in<p.liry he had reeei-.ed t.- '!llrlcey releti.,., to a proposed 
pure hue of pureui te and dift bombers . 

He wae intormed that an application for releaae of those planes for sale to 
'!llrkey would have to be made and was given inetructione u to the manner in 
rthich euch application should be prepared and presented. 

His query from '!llrkey did not indicate the number of ships desired eltho~ 
it did refer to tha P-39, the P-L.O-D and the Vultee Vanguard which is not 
of a reetr1ctecl..U1taey type. 
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OHICCOI' 
(l) flll•t$510f101 OIII'UIIIHA&. MVI:HUE 

.....,..; .............. ,.,.._._.:.-..-..-. ~ 
,.,...u-.:• .. 

. ··--·· ·· · •tREASURY. DEPAR.TMENT 
WASHINGTON 

RI!PatT FOB SECRETARY \lCIIGElll'IWh 

In roe;o.rd to C>lo oine; •e:r••.,tl' un4tr ~ V1noon-rr-ll 
· .&.ct. the 4enlop:MDto durin& tho -• ,....., • • tollowoa 

-.alter 1144• o.n4 ~. InGGrporot..sa 

Oil '1114nee4o:r. !lay 1 . llHO• Jlr. Pray- o.n4 ll:. Sob<ot-nn 
o- 1D ot t"-1r requoot tor a twtbor ...,., .. .,.,. 1.n o-t1on 
wi.U. tho oona14orot1on ot their ,..quoot tC>r a oloo.ln& au-ont. 
'fbh oontor..,oe boo bee tuU:r reporte4 l.n t bo ""'ol oontoroneo 
1llelCOrt.lldua. 

Roolcbol'too ProcluC>to Corporotiona 

The repreaeatat1Tea of the oontra.otor ou.e 1D tor a. further 
oC>ntoreDGe on Tlml'e4&¥• 1f0¥ 2, 1940. ot which tiM thoy roquoote4 
tb&t • olooiD£ au-nt he drom up. 

.... Hl.. ··-
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..... lNO. 

al!fCII! rn~ IIIIIIISIU'f n au .,, 

Ia ,..._.. tie -'-lila&....,. •\a .._\a. ft-..b ,, 
.......... 15 , .............. _ .. ,.t.e . 

..a-. liMY ... , a 5 • , •-..,, 

a. • n *'• -. 1. uee. •· rv42 1 ... •· wet • 
- .... ... &r • I - twa llwtt r ia 1 'fe 
••-.. " atS= e~.-v ,.... .. fw a alelllla.,.. ... 
n.ie I&:fW liN ... h11J I 5 W la ... aeae1 I fw 

._._ .... PJa t ak owpooa'lt.-. 

lloo ............ ,_ flit .,. ---=-r - &a ,_ .. ,.... 
..., __ 11wa ,,.- •• 1 .......................... .... ..... ~... . .. .._ .. . 

~ .. , . 

412 . 
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11&7 ~ . 1940 

It •• decided that Nra. 'lard would be 
put on the General Motors p&)'roll and, therefore, 
Sumner Welles agreed to 1aaue a paeaport for her 
to Jo1n her huaband. 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

l.lay 3, 191.0 

tmllRJ.NDU'.! FOR !.!RS. KLOTZ 

414 

l'r . J . Carlton 'll'ard, Jr., until recent.17 Vice Preaident of tlnited Airera!'t 
Corporation (Pratt & llhitney D!.'O'iaion) 1e now ueociated with General l!otora 
and is head1ne up a aiasion of three t4chniciate trcca General !lotora ..mo 
are RO!n@ to !"ranee at the reques t of the French lliaaion to usist in 
st4ppin@ up production of airplanes in the t country. 

At the time J.!r, Wa,rd agreed to head up thie llliaaion one of the condi tiona 
was that hie wife should a ccompany hiJn, Vlhan application '1!84 lll&de f or a 
pa.,port tor her ehe was intonned that a 111111 ted passport for a period or 
oixty days and for Switzerlsnd or Italy only 'IIOuld be issued. I.IJ', Ward, 
very obviously, ia most anxious to have a passport ieeuod to llrs. ward for 
France . IMsmuch ao it is planned that this Clioaion shall leave !i8'11' York 
a week from l!onclay and as it is required that paeeporte ~MUSt be issued by 
the eor.line Conclay, it 'OIOuld be appreciated if aey action on thia "..attar 
could be expedited in every • Y possible . 

A tn DtODenta ago I talked with the Secretary on the phone ooncernint this , 
and he directed me to fonrard this """'"'randua to you. 

I" 
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BSU 

AMERICAN OJBASSY 

LONDON 

806, Third. 

PLAIN 

!lay 3 , 1940 

FOR Bll'I'TERIVORTH FROU THE SECRETARY OF THE TREASURY. 

D~:pnrtmcnt•s 804, second. 

Please deliver to the Chancellor or the Exchequer 

a copy or my address as telegraphed. 

EA:FL:IlSO 

.. 

WELLES 
ACTHIG 

(HF) 
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AMERICAN EliBASSY 

PARIS 

330, Third. 

TELEGRAll SOIT PLAIN 

Hay 3, 1940 

FOR ~lATTHE'•7S FRO'-! Tl!E SECRETAR{ OF THE TREASURY. 

Department 's 329, 3tcond. 

Please deliver to the French U1n1stcr of Finn~ct a 

copy of my address as tcltgra~hcd. 

EA: FL :USG 

WELLES 
ACTiiiG 

(HF) 

Regraded Uclassified



IISU 

AJt ERIC AN El.IBASSY 

lONDON 

005, Third. 

TELEGRJ<I SENT PLAIII 

May :5 , 1940 

FROU THE SECRETARY OF THE TREASURY. 

417 

Pltast rtptat Dtpartmcnt ' s 804, stGond, to Stockholm 

as Dcpartmtnt 1 s 130, adding: 

Pleas t dtlivtr a copy of t his address to the !.:in!stcr 

ot Finance of Sntdt n . 

EA :FL: I!SG 

WELLES 
ACTING 

(HF) 

Regraded Uclassified



S.lrt 

IJIIIIw t.llo ~.PftJll'l&l.• "llpeelel. '"J eeto, Y•Ml8 and 4ida t.o lle• l,.. 
p.Uan, l.941" • ...U.u-1 111111 ot NIO,)OO 1a ..-lrec! tor \ he OiltWNloe 
ot pleN o\ \Ito Cou\ 0..... liMo, 5\a\c lal.aM, II, Y, (,.,.._lT \ be 

~~.,t~U~ooaM o.p.t,, ' "· o_,., ' '-"" talan4l, t.o .. , ~ -•a -
..tnc 1 ...... ,Un 0\ SW.O lal.IM, Ull4er \be eppropriaUOOI "0-.l. 
·•-• Cou\ o....a, 1941" aa a4c11UOI&l ~ r>t 199,480 1o Nqllu.ol 
t.o ...,•lallT ~ W. wouo.la - eAal~Uah a ra41o 1\e\lon n_...,. 
tor t.llo pepto-oo or aa ..,.a\ t.lld l.tlpoi'\&M O.n.- \01 111.1o1on, U.o 
.. """or *Uti IIOikM U _,...., \o tho ...UOMl. l.AWNol. to cll•l..oeo or 
ell-• "-1a ....,, la t.bo- ,..,..U '-• 

l'hc 11 • 1 ....,., ~ or oblJ.r.U.. .,. I"J-1.1 (~ 
ro,.. ... )a),..,. JoaUS.O.~ or Uealoed ..U.\ • .-or_.,~ 
prl&Uoa.,.. ...UW ....-til. 

1' 1o ~_.... u.' ~.~~- -.ppla•\01 eou•a~.•, \ol.l.ll1Jie •m,110, 
be teel"'6ed .la \bo , __. ;)otlot-loT BUl, 1941), 

, ..., loi'Oil.r ,..,.. ... 9 
; £ru-t; J/ m -~ 1<-'. 

M.lllt IIX!OUI'IWI, Jl •• 
lielft\ar7 or \be lN...,. 

I 

J 
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Outfit• (Suppliae) 

Shore Station 

Outfite (C-.nicatione) 

Sbore Station 

011t.fi ta ( Or<lnanoe) 

CAIIPBILL 
OOIWICRI 

Repairs to Veaoelo 

CAIII'I'£LL 

TO!'AL 

11.0,000 

Regraded Uclassified



oauua, -.,lt .. 
!WO•il'- (I) 
ClMP (I) 
We, ... t (1) 
lls-alua (II 
Jle48 (I) 

OO!!'I!S - -- S!U'ICI - l D'! 

Ollatro (1), ••• \able (l) 
91ofta, l ooolWic, I Ma\S.C 
'l'Otllta ( ., 
Clo\IIH looPra (8) 
aar-t.ra (l) 
1171,...,." (l) 
ISJI- (l) 
~" t.r (l) 
COIIPaa ... , por\abll (B) ..,__Mra 1• 1 
!Uao\rtoel ud lllclliMr,r, QUO pane 
R1tl•• 111 , eb\- 121, -su. 
-.dloll eapplt .. 
A\bloUo cear, raoroau"" -..ppUu 
-\awiU •4 o-\aro aQpliao 
LWiblr 
Special - olo\biq (8 -1 
BOIIMI, ponabla 16' X 20' (2) J,Q,B, I,T, 
Oaoaiooar.r aqmi,..a\ 
eo.ataoar.r .mppliao 

uo.oo 
30,00 
e.oo 
711.00 

aoo.oo 
'PO,OO 
~.00 

30.00 
ao.oo 
10.00 
15.00 
llO,OO 
ao.oo 
15.00 
10,00 

aoo.oo 
800,00 
50.00 

300.00 
2000,00 
1500,00 
800,00 

uoo.oo 
100,00 

.ooo.oo 

420 
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COIIIIUJ:ICATIOJJS (OUTFITS - SHCI!I Sf.t.%101 - 1 TU11 

Radlo Bqulpmont 

Tronomltter, T-16-.t.-1 (1) 
Tranomlttero , T-10l-GF102- T10Z (Z) 

Rooel•ero , RC105 table mount (t) 
Roco1Tero , R-100 (Z) l 
Calibrator, 67-5 (1) and other aoceuorloo ) 
Cryotalo ) 

Spuo parte, headphones , keys, eto . 

Goneratoro , 10 E.V.J.. (2) 
Goneratoro, 1. 5 ! . V.A. (2) l 

16,000. 

3,600. 

8, $00. 

s, soo. 

Antennae 3,Zoo. 

Operator• ohalro , (Z) 

Operator• tableo, (2) 

Radio oupplieo and tuboo 2, 000. 

Regraded Uclassified



Repair• to V••Hl• 
f.IIIPIIZLL, illlltallat.ion ot )-)• l'lDI 
Inetlll and connrt director 
Pnp- ucu1DI• 

Outfit I (OrclftmOI) 

CAIIPII!LL 
OCJIA'all 

422 
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...... 
• 

... ?hi. J --

SAP m 'Ia 5 
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1.1) 

N 

·""" 

1 
f 

IIIIIQPIJI'&'-•P~·a11 A,....,..ut.l-. lMlo 

PwO .. I• &.1 ..... , . .......... 

., .., ... 
a el tram· c.• 't"rt 
12 -.,.sz. .. •••ltli•!Wt-~1·-- . . . ... .. . .. . . . . .. . . . . . . . . . . . . . . . 16.4 'JIO~ 

!a&al ••••••••••••••••••••••••••••••••••••••••••• 
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(I) 
N 
"<"I" 

2 
1.. 

2. ,. 
4. 
,_ 

f 6.. 

I 

11m. 

~ ~rw •••••••••••••••••••·•· · • •••••••••••· · · 

Coalt-1 ,.trol boat. •••••• • • • ••••••••••••••••••••••• •• 

Looal ~ ~. ••••••••••••••••••• ••••••••••••••••• 

T~ •••••••••••••••••••••••••· ••••••••••••••••••••• 

(O~ir<dliiii.,DII ~ ~ ~,:.Dt - •••••••••• •. • • • •• • • •• 

~ ·••••••···•·•··••·•••···•·················· 

.,,0?6.100 
z.,,60o 

931,700 

100,000 

1,296,,:» 

11,098,660 
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88111QIIIilll1W.•rtl.a1 \ 5 ojii'W-. ltu. 

tJ.U.. of ..... ••t-· ~>lll•alll.J ....... ,a. . .JC:.!IIJ•l·.J!t::lliiiii"'L • 

.. ,allr &ppr~¥~1at~ 1941 '-'• •• •••••••••• •••••••••••••• •••••••••••••••••••••••••••••• tDl,I'O.aoo 
~\e ror .. ppl ... _.O~Il~ appr.~on, •••••••••••• ••••••••••••••••• ••• ••••••• •• •••••• • 

.•...• ,.,. 
1. w u-~ u.. frl·n.u• ot •' aw ....s "CClds • • :Ja c.&'- Jno ••-' c1.r-. flU s.nau... t.t .. llu "*-• ; -'..S llr \Ill ln7 D 5 rt M to u..o-tall .tfl"-" et \ate a 11le • • • • • • • • • • • • • • • • • • • • • • • • • • • • •• • ll,•,• 
a. d' Unr ~ "'* .,..._ 111111 S..t.ollat.l• .t ~ 

lamrttr •..-"• ~· 111.\b ,._... ...u.1 **"­-" bmd am\ IIODil .,.....,. •' .. "• ~·• • 3D c.&\ere •••••••••••••••••••••••••••••••••••••••••••••••••• 
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-N 
v 

).. 41t ,..._. t. ,....S.CS• eel• ... ••·•'• teefjltt.tee aad 
._r~ d...S..0 iii¥1 I I '• lD*c' &Ill ..... ..-.1M 

~. - '' C.\~ tor •u...-1 .s.t ... ••••••••••••• • 969,,:» 

4. Pfti..U. addlu-1 ""' 1b...S.U- ud CD-.iQt.iCil 
tMlllU.• • » oaa.. tor •u-1 clooC.,.. .,., ••• ,. )40,:110 

5. Pm-... &ad 1•taU ~ _,. r"""'" ud l"'llM81nc 
,..r Oil ,, oat... tor ,.,lDnal de.t'..,.. ••••••••••••••• 'JD7,JIJO 

6. Jl1&b ~st.T --.uc;.to, )6•. tar 7 .....a. t.e­
qaind tor _.hlAc tor, .... &ad 11~ at a-. 

memL uTBq. p.m 

2l.Q.WO 

1. lliM'eU- o...-1• tbe w"'J.u.,.. at aa~-wr 
_.s aqlll~ OD ,0 Patrol laaU tor IUitlCilal de!.,_ • 993.000 

2. u~- ......u.r u. r-obul u<~ ~,_ ot 
1lw' ' rt h•d a; ... 'ted •'.-1 '"1 ~ oo 
l3 P.trol Boat. •••••••••••••••••••••••••••••••• ••••••• 11.,00 

,. .ut illti- to J'PO'Ilde ...... pel ...... tMillU. .. Uil 
_,_., d.-d.- can , Pat.rel .. \a ••••••••••••••• •• •• • • ,,,;10 

4o J'nWt.de addi.U~ ... tGIIIIIlaU- OD 5() I'IIUol llaat.a, 
- .tlo-' clef-- • • • • • . .• • • • • • . .• •.• • . . • • ••• • •• .• . • • ~100 

5. Pftlddt -' iMt.all clepUI U.p racka &Del Nl.euiiii 
~ GD 49 Patrol llaat.a tw ~ d.C.,.. •••••••••• w.p 

Regraded Uclassified



IQCMs rpp. mm 

l.. AIL....ua- -s.., u. ,......._.-~ 
of 1M•d--\ M 1 .. JN\ed _,..,,,. I 11 \ 1 1 .... 8 

aa 65 bo&ta • ••••••••••• ••••••••••· •·•••••• •··•••••• 

2. .Uwatl- to Jll"'dtle ..,..s- t in u- •7C• -
, , boa\a ••••••• ••••••••• ••••••••••••• •••••• •• ••• ••• 

). Pronde 11~ d t.ial, bl.- l.l&llt.a ..:1 awit.c-, • 
,, boate ••••••••••• •• •••••••••••• •••••• •• •••••••••• 

W'''' 

l.. ~~\lie,_...._ ..t SrhllMI• 
~ ~ i&-U:r etrts .. ~ WU. .....W 
Mll&no1. -.u.er• Ull ,_.._.. tw -· Ull s. 
• ' ' b 1 IJl t ... •1 .. 1 ''-c ....-c~U, • 
6l ,_..erw •••••••• ••••••••••••••••••••••••••••••••• 

1. Ovwt •1 , Ji ,,,.. tw U••• ~ tor )1 •••de . 
~ .. ~al. •• o. aad ~· •••••••••••• ••••••••••••• 

). OYer+ '• prepare t or ,__, ,... r .. 31 ~ ... 

4. Spuoee, t.ool.l and aoo .. IOI"1• t or )1. YMaele • ••• • •• 

• 26, 000 

tap.ocp 

•• 

Regraded Uclassified



7 •••s"slll'a.•'W' '" a seH"' 1M1- 4 

l?•••P-,17~ ~ •••IP~MMA·-. • ., •••i'~·• ·--•••••••••••••• ••••• .. 
MMIIII& ..U.-. 75 •••i'~·• ...... ••••••-••••••••••••• 

'· ~, ..... 712 .. , .... _ , ..... .................................... .. ., •:•::s•i:.'":*:::,~·~-~,...=~:· ~.....,......,. _. 
I pat ...... 9 ... -•••••••••-•••••••••••••••••••••-

~ .............................. ............................. . 
..... 
••• 

tl&ll .................................. . 
••• 

• 2 
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- B8K 

SEorctarr of State, 

Ylasb1ngton. 

llOS, Uar ~ . 1 P• m. 

GRAY ' 

London 

Dated uar 3, 1940 

Reo ' d 8 : 40 a . m. • 

FOR TREASURY ~U B11l'TERI'IORTH. 

431 

The British Trtasurr stattc that the Ch1n t3Z 

stabilization fund was forced t':l nit~aw su~·J: -:.rt trO!II 

the ChinesE dollar and allow it to seck a ntr l':)U level 

btoaust tht fund's rtsourcu wert no longtr suffic1Entl,­

largc to maintain the position. 

BesidEs the import situation there is, according to 

the British Treasurr, a very larg e bear position and the 

Br1 t ieb Trtasurr attc:pttd to obtain rurthtr resources 

tor t be tund traD Cb1nese and British eastern bank$ in 

the btlltcf tbat if pounds 3 or pounds tour million could 

bave bem acquired a bear squEUt could bavt been instituted 

wb1oh "'ould have rectified thE situation tor the nat 

thr et or tour months. 
1 gather tbat tht British eastern bankS took the 

view that such a contribution was not a proper eornmtro1al 

banking transaction zd the British Govcrnmmt tbat, in 
tbt 

Regraded Uclassified



lulll -2- llo. 1105, Ma,- ~. 1 P• r.s., tl-01!1 London 

the g1vcn war c1ro~tancea , 1t could not make a turthtr 

contribution to the tund. I understand that the tund 

now haa very l i ttl e t ore1gn exchange dtsp1tt the tact 

that dut to the tl1ght trom attrl1ng on tht outbreak or 
war 1t then gained about pounda 1-1/2 m1111on. 

KENNEDY 

RR 

Regraded Uclassified



( 

HSI! 

Secretary of State, 

17ash1ngton . 

961 Hay 3 , 1 p . ~. 

ORAY 

nrussels 

Dated Uay 3 1 1940 

Rec 1 d 10:15 a . m. 

?OR THE SE~RET;_;e 0? T!IE TiiEASUilY. 

~r . Alfhasscl , who is at present 1n Bruosels, is 

ptroonally known to me tornerly Nonttgian lUnister to 

Belgium, now t ransferred to Japan in same capaci ty 

Bruss cls branch of llational City Bank, i~ understood 

to have filed app~catlon tor license for exchange of 

certain Arler~can stocks belongi ng to him. An:;tl'lirlil Tthich 

can be done to facilitate grantin~ or license would be 

~ently appreci ated. 

CSB 

433 
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0 

JR 

SEOrEt~ry of St~tE1 

TI~Bhington. 

1116, third. 

PLAIN 

London 

D~ttd U~y 3 , 1940 

Rco•d 1:47 p .a. 

FOR TRr.".SUllY FOOU BUTTERIIORTH. 

ThE f~ot thn t thE ~ondon otour1ty morkcto hovE 

rono1ntt1 rclotiv t1y ctt~<ly 1o i na1cot1vE o·f thE prtosurt 

of r.1onty end doco not me= tb~t recent £VEnto in Nol'\1DY 

~r£ not ~ffccting thE City oo >1Ell a.o thE ma.n- in-tbt- otrttt 

and the politician 1n ~cobninstcr . 

KEIIJIEDY 

HoL 

Regraded Uclassified



c 

Jn 

Secretary of StatE, 

Washlll6ton. 

201 May 31 5 p.m. 

FOR TRZASURY r£PARTNElfr. 

G.t\Y 

r.t1lan 

• 

vatcd Uay ~ . 1940 

:cec1d 2:05 J• .m. 

Todayt s prie£ as follows: 202, 50; 352, 50; 525 , 50; 

not listed; 1007; 214. 75; 17~5; 67. 25; 237 , 75. Volume 

134, 400 .. 

14arlc£t activE and prices hi:;htr dut to bu,.-.ring to 

cover sales on margin and to 1ncrused cont'idtnc£ , 

SHOLES 

RR 

435 
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R\"IR 

Secretary of State, 

t!nshington. 

576, iio.y 3 , 6 p. rn. 

ORAY 

PA.":IS 

Do.ted iio.y 3, 1940 

Rec 'd 5:40p. m. 

'l'no decrees o.nd a. l'linioterinl ordo• publ!.shcd in 

the JOUR<!AL O??ICIEL of ::o.y 2 , 1940 modify txchnn&e 

control ltgl slo.tion as follona : L>tcrec dated April 24, 

1940 concerning c:xpor tc.tion of co.pito.l cxtendo the o.u­

thcrity to re6Ulo.tc transo.cti cns concerting forc~cn 

ocouri tico or other foreign t1tlto of c11ncrsh1p or debt 

( ott decree do.ted ScptE!1bcr 9 published !.n JOURllAL 

OFFICIEL of Scptonbcr 10, 1939) to include o.uthorit~ 

to regulnt c cession and neGotiation of rorci~n exchange 

o.nd currencies nnd the so.lc, purcho.s c or transfer or 

rcnl or pcrsonnl -ropcrty or the offtrin<; of securi ty 

in connection thtrE:'.:ith. 

Another decrEE dated !.~>ril 2~, 1940 concerning 

the conditions of o.pplica• t on of the decrEE rtgo.rding 

cxoorto.tion of co.n1to.l rt laces the oriGi nal decree ... . ... . 
dated Sc~>tc::1b er 9 ::-uolishcd in thE JOURliAL O?I·'II!XEL or 

Septc:·1b er 10 , 1939 ns arJendcd oinct tho.t do.tc . ThE 

principal cho.nt;e in thE ncn decrEE prohibits except if 

o.uthoriztd by tht ::1n1stcr of Fino.nce operations i n 

b tlgaa, co.nadinn dollo.rs , United States dollars , 

Portuguese 

438 
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- 2- No. 576, :iay :5, 6 p. o. trCII:I PAiliS 

Portu3Utsc cscudoa, Dutch florino , Dutch East Indica 

florins , Luxcnbourc fro.nos , S1:1so frtlnco and Argenti n e 

pcooo aco.J.not ot h er foreiGn currencies : o.loo o~cra­

t1ons of purcho.oc , calc, oesoion or tro.nafcr of for ei gn 

stocl:s and bonds or other foreign titlrs, or or­

t'cr!.ng of security in connection thcrEttith issued or 

quoted in Arzcntino. , Btlaium, Canada, United states, 

The Hcthcrlo.nds , Lux~burc, Portu3al, Sr.itzcrlo.nd o.nd 

the Tang!.cr Int crno.tional Zone. 

Th e liml. tation of this !)rohib!. t1on to t.'lc curr :nci te 

and countri c:~ r.:entioned ttloitl:• pn't:1ts operations of 

this kind in other countries. The lists of currcncl.es 

and of oountri cs :~ay bE :·,od1f1 cd by order of the :!1nis­

t cr of FinancE 

The nini~tcrial order published in the JOURI~L 

O:?FICIEL of ::ay 2 replaces the ::>inistcrinl o::-dcr of 

!lovc::btr :SO describing !)ro'Ubitcd or authorizEd opcro.­

tions . ThE nEt! order tal: co into consideration t:tc nodi­

flcations in ~ch.~St control le3ic!ct1on included in 

the t~10 decrees referred to above. T"nc revised lq;is­

lation i ncludes no ttod1fico.t1ons in connection uith 

payment cov ering cottncroial tro.noaotions . 

JRL 
E:!B 

BULLITT 

Regraded Uclassified
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0 

c 

Rl/il 

Seorctnry or Stdtt, 

'lash :.,•cton. 

OaAY 

PARIS 

Ddted i:ny 3, 1940 

~co •d 9 : 02 p.m. 

579, Uny 3 , 8 ~.m. FOR THE TREASURY 

Copies of your speech todny hnvt been trrunsnitted 

to LnmourEW<, Fournier, Couve dt r urvillc, Rutrr nnd 

Ccrigucl . 

438 

A n£'.: nrrctc rc::o.rd!nc the rc:;ulntion of F'ro:nch 

bnnklng intcrrncdinries ~hich replaces t~nt or Nov£Dbcr 30 

(plco.a c oct Emb~soy' o dtapntohes llumb~ro 5386 of Dtocrtbcr 

6 a nd 5467 of Dcc~btr 15) is published in todny•s Journal 

~r1o1c1 . The arrete is npparcntly designed to bring it 

in Hut 11itb the chnng ts a .Jboditd in yc:tcrd.ny ' s r o:vi-

~ions to the c:clun:;e control reJUlntions(plc::s t set 

E::1baooy• o tclcgnrr: N~mbet• 566, ·:ny 2, 7 p.m. ) o.nd in oo 

tar no poooibl£ to inc~taO E ?rntoh holdingo or "bard" 

ourrcnoieo thro\13h thei r purchaot r.ith ot~cr for£130 cur­

rcncita conaidcrcd to be o; leootr importance. 

JRL 
Era 

( EJ!D SECTIOII 0~1E) 

BULLITT 
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HSU 

SecrEtary or State, 

l"laahington. 

GRAY 

Paris 

Dat ed l!ay 3 1 1940 

Reo'd 9:10 P• r:. 

579, :;a~ 3 , 8 P• c . (SECTIOll 'NO) 

It contains several ntt1 and revised definitions. 

Foreign cxcha~.gt is divided into three categories : 

(a) "sterling cxchansc", defined as tht currencies of 

sterli ng area countries (please ace telegram No. SOl , 

!larch 7 1 6 p . a . ) and accounts in sterling currmcics; 

439 

(b) "class (a) exchange" dctintd ao "a foreign currencies• 

(sec El:tbassy's teltgrll!l No . 5661 llay 2 , 7 p. n . ) and 

accounts in such currenciu; (c) "olau (b) cxcban{;t" 

dEfined as all foreign cxchancc other than class •a• 

and sterling exchange and aocounto in °b" currenciEs. 

BOLLITT 

REP 

Regraded Uclassified



HSII 

SEcretary of State, 

Washington. 

GRAY 

Paris 

Dated lia;r :3 1 1940 

Rto 1d ? :25 P• n . 

5?9, llay 3 , 8 !>• o . (SECTIOll THREE) 

Banking cstabl1sho£nts arc also divided into three 

categories (a) "intt~Ed1nriEs" , dtfi~cd as all banks 

and Exchcrq;E brokErs; (b) "a?provcd inter.:> ediar1cs• 1 

dtfintd as banks and c.xchan::;e broltera appoi nted b:r the 

U1n1ster of FinancE to han~£ in France , Al geria and 

Tunis Exchange operations against francs in cl <>ss 11 n" 

and s t Erling exchangE as well a s operations i n thtsE 

cl43ses of f orEign exchanGE agai nst all other foreign 

exchange; (c) "spEcializEd intcr:;,cd1arit:t" d£f1ntd B3 

"approved 1nt~Ed1arits" and certain other bar~ a?­

pointed by the ~in1stcr of Pinnnce to carry ",roftssional 

accounts" (set below) , and to handle in :~anc c, Al6tr1n 

and Tunis exchange opcrationa acainat francs in "class 

(b) exchange" and to effect oper ations between one 

"olnss (b) cxchanBe nnd a nother. 
BULLITT 

REP 
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0 
HSU 

Secretary of State, 

Washington. 

GRAY 

Parh 

Dated lla:r 3 , 1940 

Rto 1 d 7 : 44 P• o . 

579, lla7 3 , 8 P• m. (SECTION POUR) 

Accounts likewise d!vided into thrtt catEgories: 

441 

(a) " forei gn accounts in francs" , defined as the franc 

aooounts of nonrts i drnts ; (b) "French accounts i n 'a' 

currtnci ts d efined a s accounts in "class (a) excll.angt" 

carri ed by French banlcs i n tht nGr.lt of Frtnch rEsidents ; 

(o) "profcs.:Jlonal accounts" , defined as "French accounts 

in t a t foreign currencies carried, with perclssion of 

the forei gn exchangE offi ce, on the books of a "special­

ized inttratdlar:r" in the n&Dt of rtaidcnts of France 

havi ng business relations t~1th fortlgn countries. 

BULLIT'l' 
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0 
!lSI! 

Secretary of State, 

"ashington. 

ORAY 

Paris 

Dated Uo.y 3, 1940 

Rto 1d 9 : 20 P• tlo 

579 , Uay 3, 8 P• D o (SEC'l'IOI' FIVE) 

Ao h eretoforE, a pprovEd 1ntenned1ariu will handle 

tro.naactions in PrancE i n f or eign exchange against 

tro.nca for thE account or t he ForEign ExchangE Office. 

"SpecializEd int£rmcd1arits" art authorized to purchase 

o.broad ror thE account or the ottiot olo.ss "o." or s tcrli ng 

cxobo.ng£ through thE usc or "olau b exchange" . They 

cannot purchasE abroad "class b exchangE" by us ing 

olaas "a" or sto-lina o:ohang £, othcr "class b exchangE", 

or rrancs without special authorization ot thE office. 

All banks in Prance art required to 1ntom the 

Foreign ExchangE Office before June 15, 1940 regarding 

the balances as or April 30, 1940 ot thE "French accounts 

1n ' a ' currenci Es" held on their books. 

BOLLIT'l' 

REP 

Regraded Uclassified



HS!l 

Storctary of state , 

wo.sh1ngton. 

GRAY 

Paris 

Dated L!t.1 3, 1940 

Rto 'd 7:48 P• m. 

• 

579, !Sa1 3 , 8 P• c . (SECTION SIX) 

No accounts of this t1PE ::1111 bt op ened without permission. 

Rtnidtnts of Frane£ having busintas relations with foreign 

countries cay be authorized bY the otrice to open "pro• 

ftasiono.l accounts" . Durins the ncxt thrEE aonths thtst 

accounts may bt carried by an1 bank in France. Afttr 

tht cr;piration of this t i nt 11r.11t th£1 ma1 onl1 bt 

earr1 td b1 • sptciali ztd intO'IIItdiari u• . No nrn accounts 

in • (a) forEign currE!lous• may bt optntd 1n a bank 

abroad withOut pcrnission ot tht otriee and thE balances 

as of April :50 in thE accounts or this t1Pe alread1 

wstcnt .:nust be reported to office beforE June lSo 

The regulations oonta1ntd 1ft thE arrete of Nov£11\ber 30 

in regard to •roreign accounts in trancs" oont1nue in 

err cot. But..Ll T'l' 
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HSI.I 

Stcrttary ot State, 

lfo.ahington. 

CIRAY 

Paris 

Dated Uay 3 , 1940 

Rtc 1d 9:11 P• o . 

579, l!ay 3 , 8 P • ~~ . (SECTIOll SEVEN) 

The decreE or Scptcnbcr l rcsarding relations with 

thE tnEr.l;' (plEasE SEE tElEUirl No. 1780, Scptcobcr 4 , 

7 P• m. l dictators modifiEd by o. decrEE published today 

which permits (*) and agtnoits and branches in France 

ot Danish, Polish and Czcchoslovalti o. to continue to do 

busincsa i n this country provided that they art no 

longer connected v!th head otticts located on cncny 

or occupied territory. 

ThE securities markEt continued favorable, moderate 

gains being madE b1 most French scour1t1cs. 

(END OF !.:E SSAGE) • 

(*) o.p?artnt Omission 
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