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Alllli:Aia 
See lfar C011ditiona• Strategic llateriala 

.lnneaberg, lloe 
See Tax ~elon 

Ar.-tina 
See Letin Aaerioa 

- B -

Bani< tor Internatioa&l Settleaents 
Pennachio inton~ed Treasury, Federal Resern Board, 

and Federal Reserve Bank or Hew York would have DO 

objections to naming or WcKittriok aa director and 
cbairlllan - S/9/ 40. • • • •. • • ...• • • • • • • • • • • • •. • ........ . 

Banking Legislation 
HKJr and Delano consult over HUJr•a proposed state=ent 
on~ new legislation- S/9/40 •••••••.•.••••••••••• 

Belgiua 
See llar Conditiou 

Business Conditions 
Haas -orandua oo situation for week endiq 
~ 4, 1940 ...................................... .. . 

Cannda 
See liar Conditions 

China 
See also lfar C011ditiODa 

- c -

Universal Trading Corporation: Navy outlines inspection 
procedure set-up ainco Universal Trading Corporaticm 
baa no leeal atatua aa Federal agency •••••••••••••.•. 

a) HAlr thanks Navy- 5/9/~0 •••••......•.•••••••... 
Copper 

See,..,. Conditions: I t aly; U.S.S. R. 

- 1' -

Federal Bureau of Inveatisat1on 
See oar Conditions• United States 

Financing, Covernaent 
Old-'l:e and SurviYora Insurance Trust l'lmd, Reflmdina of 

)% Special Cl>l1gat1oaa to * ' I!JIJr tranllllita to !'DR 
Bell's a-.ndua in ....,.. ... to Currie' s .....,ranclua -

Boolt Page 

260 450 

372 

418 
~ 

S/8/ 40 •••••• ••••••• • •••••••••• • ••••••••• · • • • • • · · · · · · · • JJ4 
a) Copies ot Currie'• 1118i110r&DCiua attached 

l'iAlaDd 
See lar Conditioae 

l're!&bt SbipMDta 
Hue _rand,. - S/8/40.... ... .. . .. .. .. .. • . .. • . . . . . .. .. 2.45 
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-0-

0.~ 
8ee 1lar Coll4itiODal SooMIMYi.a 

Col4 
See al110 SpMObee b7 lllllr · 
Bell (D,I. ) told b7 lllllr to proyide t or 110Yi11J all COld 

oat ot In York C1t7 to lctuoq (Port box) -
5/5/ 40 •••••.• ••• ••• • •• ••.•••••• ••• •••••••• ••.•••••••• 

a) Dieouaaed at 9•JO .. etiD&- S/?/40 .•.•••••. ••••• 
b) PDR asked to approft appropriatioc tor IIOYinC -

'5/8/J.O •••... ••••...•..••.•..••.•. . ....••••. , .• . • 
GHat Britain 

See W&r CoDditiona 

-H-

RouaiD& 

Booll: ..... 

84 
114 

242 

Senate Bill S91 "To JMnd United Stataa Houeinl Ac~ 
ot 1937"• Foler ~- S/8/40........... . ...... 188 

a) Diacuaaed at 9:30 .. etins···················· ··· 199 
b) Slua olearance to be diacuued b7 IDIJr and 

R41bum - S/8/ 40. .. . • • • . • • . . • . . . . . . • • . . . . . . . . . . . 311 
1) HMJr tells Straua -· S/8/40................ . 327 
2) Actual conterenqe; Poley &lao praaent -

S/9/40. •. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 393 

- I -

Inte~rica.n Bank 
See Latin .berica 

Ital;r 
See IAr CoDditians; Harcotica 

Japaa 
See 1lar Conditione 

Latin .U.rica 
.&rcentina• 

-J-

- L-

lleaaurea adopted with regard to lliorwq and Denaark 
exob•nce- 5/6/40... ... . ........... .... .... . ... ... 64 

Inter-.berica.n Bank: 
Burceae reports hie reaction to plaa tor bank &ftar 

atteDdinc ...tine in la~on- S/9/40...... .... 448 

.. ·. . 
• t ' I 

r -" • a • ' • or' "' 1 t Regraded Uclassified



-II -
Book Pace 

llullar aod eo.~, Incorporated, IUliaa H. (llew York C1t7) 
Sea l<ar Conditions: Strat..Jic llateriala - AliiiO!nw:a 

- II -

Narcotics 
Italy: Italian Line tbanka Treasury for cancellation 

of various fines 111 light of their earnest efforts 
to fight smuggling by their crewe- S/8/40.. . ....... 260 461 

Netherlonda 
See \\ar Conditions 

- p -

Preas Relatione, Office of {Treasury) 
Lack of initiative and bad personnel suggestions 

diaeuaaed b7 ~rat 9:)0 meeting- S/7/40 •••••••••• 

- R -

Reconstruction Finance Corporation 
Proposed bill •To authorize purohnae ot stock of 

Federal Home Loan Banks, et cetera•: Treasury's coeutent 
to Bureau of Budget - 5/8/40. • • . • . • • . . • • • . • • . . • • • • • • • • . 183 

o.) IIMJr and Slllitb (Bureau or Budget) discuss -
5/9/40...... .. ....................... . ............ 381 

b) Duffield and HMJr di scuss after Duffield has 

Rowu.nia 
talked to Jones- 5/9/40.......................... )89 

See War Conditions: Stratecic W..teriala (Alw:ainw:a) 

Silver 
See l'iar Conditions: China 

Speeches b7 Hli.Tr 

- s-

Before l ational Demoeratdc Coeittee, w .. en 1s Division: 
Foreign comment reported by Bullitt- 5/4/40 .•... .. ••.• 
Printing a circular to be enclosed w1 tb baby bond 

advertising discussed at 9:30 meeting- 5/7/40 ••••••• 

Tax Evasion 
Annenberc case: 

- T-

8,29 

ll9 

Conference; present: !IIIJr, Helvering, Caston, Sullivan, 
Poley, hnehel, and Bell - S/7/40.. . ................ . 94 

lew York Tl:es, Reader's Digest, Aaerican llagazine, 
et cetera, wisb to do aeries ot articles: Discussed at 
9: )0 .. sting - 5/8/40. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 205 
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o •••••• • 
Book Pap 

11M lar a-titiou 
11111 w l1J~Cdc-

... ~ a-titiCDs 
llllihd Stat .. 

S.e 1ar OCDditioDS: Stratepo ll&teriua1 tlllited States 
Uai ted State a S.rlncs Bciada 

Speeob b7 RIIJ'r before Woaen'• Division or letiooal. 
O.ooratio C..-ittaea 

PriDtiD& a circular to be enclosed with baby bOIId 
advertiaiD& diaousaecl at 9•30 .. ettnc - 5/7/40.... 260 ll9 

tll>iveraal TracliD& CorporatlOD 
S.e Obiu 

- v-

VlDSon-Tr .... .u .tot 
!rea....,- reactlOD to proposed cb&Dsea: lle.or&Dda for 

Seoretariea of \Tar &Del I&VJ t ranaaltted to PDR -
51!{'~~~·r;;;·w;;·~·~;;·~·FDR;·~·FDR;~···· 

.-onnc~ .. to RIIJ'r, attached 

l'lar OoDclitiODI 
Urpl&Dee: 

-W-

1'rell0h request for additional en&1Dea: UDited Aircraft 
Cerporation states •no additioD&l eD&iDes UDtil Yay, 

255 

· 1941•; Pratt-•hltnsy C&DDot i ncr eaae present output 
eitber- s/4/40...... ...... . ........................ 7 

Bullltt aalted to aacertaiD totU FreDch eD&ine needs 
&Del output OD Bloch bceber- 5/7/40................. 153 

a) ll&aaace worked out by ColliDa, PuleatoD, 
aM lOlZDg"- 5/'7/40......................... .... 159 

lb&1De ProductiOD: Progress report tbrou&h February, 
1942 - S/6/4Q....... ....................... .. ..... 16 
Progreu report of new orders placed alnoe 

J.pril 1, 1940 - S/9/40............... . .. .. ...... 366 
Charta llhowtD& value of planes &Del •nct~~ea purchased 

by &lgl&Dd &Del Prance - S/8/ 40. .. • • • • • • . • • • • • • • • • • • • 169 
a) Distribution or charta....... .. . . .... . .... . .... 168 

ViDaOD discusses Federal-owned and -operated airplane 
pl&Dt- 5/8/40.. ... .. ... ............ .... .... .... .. . 206 

Pratt-lhltDeT: Disagreement with Sir Henry Self &Del 
JaoquiD rep.rdJ.Dg delivery or ..,.inea o..-ented OD 
b7 BMJr to Purvis- 5/8/~............. .. .. .. .... ... 274 

a) Cow ot latter fro. Onited Aircraft to 
Sir lfar7 Self atatiD& poaitiOD - (5/2/40)..... 330 

Lettw t.raaalttiD& latest report OD orclara, cS.liverlea, 
..S atU.led orders of .U.Ued l'larobaaiD& .lbaiOD 
to Pill, ~. •V7• ..S ~t - S/8/40... •. . . . •• 276 

Plaat lxpauiCDI Stat-t of ~tares 1Dcurred -
~/9/40.. .. . . ....... ... ... . ........... . ...... . ........ )68 
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•ar Condl tiona (Continued) 
Bel£iua: 

- II - (Continued) 
Book 

Request ror allocation or rort7 Ball P-.39 pursuit 
planes discu!Sed in Collins aeoorandum - 5/9/LO.... 260 

Canada: 
CApacity to produce and export pork: 

Agriculture memorandum- 5/8/40 •..•• •••.••. . .• ..••• 
Trsaeu.ry and State Department discuss proposed 

foreign exchange regulations- 5/8/40 ••••••..••..•• 
a) Cochran explains all otepa to dnte at 

China: 

9: )0 ceeting; !U.!.Tr unalterably opposed 
to using Executive Order (as in cnse of 
Norway and Denmark) as thrent to a friendly 
power such as Canada - 5/9/40 •••••• •••• . ••.• .. 

1) Cochran advises thnt Treasury position 
be put in letter form to St ate Depart:lent 

2) Copy of letter to state Depcrbant -
5/9/40 ................ ............ ........ . 

Britiah Treasury acknowledges Anglo-Chinese Stabilization 
Fund baa been forced to abandon aup!"'rt of yuan -
5/7/40 ...... 0. 0 •••••••• • ••••••••• 0 0 ••••••••••• 0 ••••• ••• 

a) Japanese comment •reveals anxiety ratber than 
jubilation"- 5/8/40 •.•••..••..••.••••.•••• ..• •. •• 

b) American Ambassador's ce~oran1uo enclosing 
meJllorandum prepared by Arthur N. Young, 
Financial Ac:lviser to th~ :.lin1stry of Finance -
5/8/40 . .. . ... ..... . ............ . . .. .. ... .... .. ... . 

Silver: Counter proposals to tbose of British and 
Japanese - 5/8/40 ... .. . ..... ............ . .. .. .. .... ... . 
l'v.rcbase of four million ounces diccuesed by Treasury 

and Chinese Ecbassy - 5/8/40 ••••• .•••...••. . ••• . •••• . 
Loan of o. S .~lSO million from U. S.S.R. reported by 

American A=bassador at Chungking- 5/9/40 •.• . ...•.• .. . . 
ExchnQ6e ~~et resusd- 5/4/40, etcetera ••••••••••••••.••• 

Finland: 
Flnniab odnlster Procopa calls to tell l!I.Jr of dire 

conditioas - 5/9/40 ................................... . 
a) Status of last !.nterect pa;y:~ent end FDR's wish 

to Give it back discusced by l!IUr and 
Norman Thoopson- 5/9/40 ...•••••••.•• •.•••• ...•••• 

1) Reffelfinger memorandum- 5/9/40 •.• . ••• .. •••• 
Cerlii&I\Y: 

Reicbsbank statement for April )01 1940: Comment from 
American Embassy, Berlin- 5/8/40 •••.. • . •••• ...•.. .. .•. 

Iron and steel t o be purchased througb Dritisb Iron and 
Steel Federat ion , London, without informing Purvis and 
Bloch-Laine (Allied Purchasing iAiGaion); R:.IJr asks 
Bullitt to protest against this- 5/8/40 .••. . •••..••••• •• 

a) Conference; ;.resent: HUJr, ?u.rvio, Ballantyne, 
I oUD&1 Collins, and Sullivan 

Pa&e 

459 

190 

22) 

400 

444 

119,179 

))l 

221 

226, .344 

457 
ll, 66, 108, 

219,342 

378 
419 

300 

268,286,)20 
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- W - (Continued) 
Book 

'l&r CoDditiOD& (CoDtinued) 
Ita}Jr: 

Stock prices cb&rts - 5/6/40, et cetera........... . . 2&:! 

Excbaqe traoaactioos as reported by Chase latiODal 
Bank for W&y 4, 1940 •.• ........................... 

Copper purchases reported by Federal Reserve Bank 
ot lfew York - 5/8/40 . .•............•.•.•....... • .. 

Japan: 
Semenoff' s report to Japanese High Mi litary Co.-and 

in Shanghai on possibility of oooduoting war 
against u . ~.S. R. in Far East- 5/9/40 ••.••••••••.• 

lletberlands: 
Feder al Reserve Bank of Now York authorized to opsn 

credit of e6,360,ooo in favor of Netherlands 
llinist&r, 11asb1ngton, D. C. - 5/7/40 •• • ••••••••••• 

a) liotberlands Bank President Trip intorlled 
Treasury knew nothing or publicity OD 
above letter of credit- 5/8/40 ..•..•...••••• 

b) HMJr again asks Borle it be really did not 
know about above transaction earlier -
S/8/ 40 . ••• • ••.•• ••............• • ..... • .•.. • ...... • 

o) Berle tells ~r in C&IO or invaoion 
Netherlands Winister does not want ~ 
funds blocked; I!W'r says be can't differentiate .• 

State and Treasury diseuse situation and possibility of 
invasion; all information to be r.111de available to 
Treasury - 5/8/40 •••••••••••••.•.• .. .•. . .•...... ..... • 

Pur chasing Mi ssion: 
Steel and iron to be purchased through Br lt1sh Iron and 

Steal Federation, London , wi thout informing Purvis 
and Bloeh-Laine; li!.I.Jr asks Bullitt to protest against 
t his - 5/8/40 ••••••••••••••••••.•••... ...••.. .•• •••• • • 

a) Conference; present: llll!.Jr, Purvis, Ballantyne, 
Young, Collins, and Sullivan 

Soandina.-ia: 
llorway and Dellmark: lleaaurea adopted by Argentina with 

regard to exchange- 5/6/40 ••••••••••.•••••.•••••••••• 
o.r.an invasion of Horway and Denmark and effect on 

•large quantities of securitieo saleable primarilY 
on the London market• diacueaed in Pinsent 1n1!1:10rand1111 -
S/7/J.O ...................... .. ... .•. ... . .......... o o •• 

Securi t ies ilarkets (Rigb-Grade): 
Curr ent Developments: Haas mecorandWII - 5/7/t,O •..••• ••••.• 

Sbipplng: -
American vessels approved by Mariti~a Commission for 

transfer to alien ownership and sales price received , 
April 1-30, 1940 - 5/6/40 •••• .••••• •• .••••..•..••••••• 

Situation reviewed in BArris cemoranda- 5/6/40 •••••••.. . • 

28,)1, 181, 
262, 420 

82 

216 

345 

166 

253 

307, 313 

318 

224 

268, 286,320 

88,90 

127 

17 
21,164 
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- ~ - (Continued) 
Book Page 

liar Conditions (Continued) 
Steel& 

Output , scrap prices, and principal producing 
districts- 5/7/40............................... 260 167 

Steel and iron to be purchased tllrou&b Briti8h Iron 
and Steel Federation, London, without informing 
Purvis and Bloch-Laine (Allied Purchasing Mission) ; 
HUJr asks Bullitt to protest against this -
5/8/40 • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 26812861 )20 

a) Conference; present: lli.!Jr, Purvis, Ballant yne , 
Young, Collins, and Sullivan 

Strategic Materials: 
Aluminum: 

Roumania: 
Shipaents of alUQ!nuc 1 oil, stool, et cetera, 
fro~ New York: Collins llleAOrandum- S/6/40.... 14,152 

i:C.!Jr and J . Edgar Hoover consult concorning 
alwililuc sbipaents by lii111~~.e~ 11 . ltuller 
and C=peny, New York - S/8/40....... .• . . . . . • . 3051)2) 

a) For Federal Bureau or Investigation 
report, see Book ~. pagea 160 and 161 

b) For additional Federal Bureau of 
Investigation report( see Book 262., 
page 197 - (5/l0/40J 

SaJDe kind of agreement aa w1 th Norwa,y and Denmark 
requested by RoUQAnian ~iniater- 5/9/40....... )86,387 

Cobalt , carbon black, columbium, tantalum, and 
industr ial diamonds : Army and tlo.vy IJunitions Board 
atudy reveals that none of theae allgy§ is strategic 
and therefore should not be placed under ~oral eQbargo -
5/6/40. • • • • . . • . • . • • • . • . . • . . . . • • . . . . . . . . . . . . . . . . . . . . . . . . 25 

S=okeless Por.der: Naval ponder faCtorY increasing 
production and therefore role&$88 capacity at 
duPont plant of approxi.!aately 2,500,000 poun.ds 
yearly: Copy of Navy Departcent me=ornndum to 
duPoot - 5/4/40........... .. ... ... .. ... ................ :i/57 

a) Purvis infon::ed... ................................ 265 
b) Ani¥ .ay interfere: :'urvia so 1.nforaed -

5/8/40....................... ............. . .. ..... 272 
Tin and Rubber : 'helles 1 aeJ>Orandua trano:aitting info=al 

opinion by Thurgan Arnold regarding clauses in 
contracts of sale guarding against re-exportation 
in cooflict with United stntes Government poliey -
5/8/40. • . . • . . . . . . . . . . . . . • . . . . . . . . . . . . . • . . . • . . . • . . . . . . . . 283 

Tungsten: Stettinius thanked for inforr.~ation and asked 
tor more - 5/ 8/40. . . • . . . . . . . . . . • . . . . . . . . . . • . . . . . . . . . . . . 228 

Unitod St at es: Deficien~ item ot ndditional tl2 , 500, 000 
approved by FDR- 5/8/40............ .. ...... . .... ... ... 282 

a) ~r's letter to Welles concerni ng- 5/9/40.. . .... 445 
T&llka• 

Leak-proof model to bo displayed L:e.y 13, 1940 ••.. ..... • • • 376, 411 
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- • - (Collt1Jwecl) 

Wu Coa41Uona (Coat.iJmed) 
Boot Pap 

o.s.s.a. r 
Copper pgrcha .. a iD Ulll.ted stat .. dhcwuoed bJ 

Federal Jl.e aerYe Baak of h w Iork - '5/8/ IJ). • • • • • • • • 260 211 
a) PDR &Dd Hull to be 1Dtoraed....... . .......... 210 
b) PDR, Hull , War, and Bav:r Wor.ed t.bat 

Ruasia has stopped exports and baa b<>orr....,o.,wedoil 
e2 aUlion troa Chase ltatiOI:I&l Baak for two 
aontbs putting up 10,000 tone ot copper aa 
collate~ - S/9/40........................ . . 407 

S...enott•a report to Japanese High llilitar)' COIIII&Dd 
iD Shonghat on poea1b111 t:y ot collduoti.Da war 
against D.S.S.R. 1n Far East- '5/9/40............. 34'5 

United Kingdoa1 
Budget, 1940-1941• llbite ••orandua - '5/8/40.. .... .. 19'5 

Olll.ted Stetea1 
Federal Bureau of Investigation progre. ot protection 

tor plaata **"** en&a&ed 1n the production aDd 
..... uraeture of su;>nliea - tor War aDd Bav:r 
Departii8Dta - ('5/4/IJJ) ................. .. .......... · 42'5 

a) HIIJr thanks Hoover - '5/9/40 .. .. ·......... .. .... 422 
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The Secretary 

Wilcox says that the 

attached 414 ~ c ome 

from the Treasury. 

rr-1 8 . fCI"AllZ 
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lo!Ay •• 1'}40. 

MOr...,lhau Sp ch 
Allnainc Cold PolicJ 
To Be Cabled Ia FuU 
To London, Pula, Berlin 

2 

• 
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STRICTLY -0 l\J Fl 0 E NTIAL 
3 TREASURY DEPARTMENT 

INTER.OFFICII: COMMUNICATION 

1'1l0M llr, 0..... 

A\ 10 o'olook UUa IIOniiiC Mr. hob .....,. • \loa tollowiiiC liltonaUaa 
ia ftCUI \o Ualiaa paroll&8ea ot oopper. 

!be •U•aal Cl\T. atwr ooaoaUlJIC 'floe Pru14ub IIepa u4 .. ,.r~, 
report. ao tl-ial traa .... uoao t ... olrtac ..,..,. \o 1tal.T 4v1ac _, 
WMb. 

!be cn.a.. Jaalr: baa pa14 t57.ooo -. u.. !nu o..,....ot Calitoraia ,....r 
a ooatii'Mil on4U opeM4 ._,. U.. laak ot Sici~. 

ll'lllbr lao-Uoao troa U.. Haliaa ._.,,,.. IaoU\aw, \be Cbue boo pa14 
$70,000 \o \lloo llriao Juk CorporaUoa 1a ._ York tor U.. _, ot lui.U. 

ll'lllbr lao\noUoao troa U.. -..eo 41 t.Tori, \be Cbue pa14 .200,000 \o 
Sohro4or tor U.. acoouat ot \M - Italiaa :auk. 

!be .._ c-rolale 1\al.iaao 41'ft a obeok, ullltlac Ua ao-\ wUII 
U.. ObAtoe,tor t5C),OOO ~1111 \o t.bAI Swioo Jaal< CorporaUoa. 

!be Jaaoo o-ro loll I\ol heo 41'ft a well: oa Ua _, wUII \lloo Cbue 
tor •75,000 porpllll \o :rora lfo\or 1a Sao Palo, troa whi.odl U wellll4 II'J*II' 
\llat 1\olT io JIIU'CibaelJIC 110\or -caipMat 1a Jradl. 
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E;l 

Secretary of State, 

\7ash1ngton. 

21, Uay 4, 3 p.m. 

POR TR EAS'WtY DEPAR'l't!Ell~' . 

GRAY 

U1lo.n 

Dated !lay 4, 1940 

REO I d 11 a olllo 

Today ' s prices as !'ollovus: 204 0 50; 351 . 99; 523; 

not list ed; 900 and 100; 215; 1740; 67 . 25; 236. 

Volume 139, 225 . 

llarkct act i vE prices 1rrccono!.lably due restorEd 

oon!'idcncc in mMt issues foll owing announcemEnt or 

t axcs . 

SHOLES 

PEG 

4 

Regraded Uclassified



TREASURY DEPA RTMENT 

I'ROCUREMENT DIVISION 

WASHINGTON 

'!his morning COlonel feb-Ch\l.lll Kuo, lli.lj.tary .lttache of the Olineae »abaaey, 

brought to 111¥ ottice COlonel Cheng-ll'u 'tf&ng and captain R. s . 1f&ng of U.. 

Chineee Air COrps 'Who went intenoatec1 in tr,i.ng to proeure a license tor 

the manufacture in adna of Haailton propellers . 

'!hey stated that their call ...aa not a to~ one . It wu expl.a1ned to thllla 

5 

the proeeclure necessary in gettinjl releases of ~ materi.aJ.a of a llll1tazy 

nature and that 1t would be necessary in cOMection with the propeller lioenae 

to present a formal noquest to be peaaed on by the Anti¥ & IOa'fY IIUn1 tiona Board. 

'!hey further stated that the Qlinese Air Corps • • 1.ntereatec1 in procurl.n& 

f orgings t or aviation enginea but that this wu a IDiltter which would be taken 

up at a later date. '!hey alao atated that they have a license to aanutacture 

Cyclone engines 1'raal the wright Aeronautical Corporation. 

Regraded Uclassified



PIIOCUREMENl' DIV1SION 
OPPICit OP TIIB DIDICIOR 

~. f~~. -1-'~ .. 

~~ - ~ 
~ / --r ~ 

• 
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_., ... POR !1!1 SEU'II.Ir 

liP • ._.. wn-, n.. PI! • 'crt et llld.W .u....ft o.r,.au., ..U.. ,... 
- • I I T. eel .t\11 ll.1a I dill II I I \be J I !M 1t t;)' ., Jlftdd1JII \be ~ 

~tiollllll nci-• -u.-4 ill \be_,...,._ tfta L Bloab ··••, 

a. et&W \be\ \ben an • ...U.u-1 ..,_ awne!e]a 4vUc tM ,.W 
eoWNII liT u. __....., ~ .!lilT 1, 1960. to &pnllD. 1941. a. ,.a 
iJidiaW that. U _, -.ltiu-1 .t1 1t aw an .... te *U p1ut.,....,.. 

qooMt.1oe., crt ·-ill -1llldlr __, 2 ....... t1..n ..u_,. u.r-

1 

rr- ..U be,., -.s-, U14 U1e7 ..U .et. be .-nehla tMU an.-,, 1'41. 

tM pnbl• I* al21ed ill •• lll...._,•!•la -INDIIaa- dliUMIII ill 1\e -
tiftt;T1 Uld \ben.._ .to- to be..,- liT....,.. 1M at enc:s-
~ .u-w • "'- ........., ... • s. w11 liT Pnt.t. • 1111~. 

1t11e .,._.- a1.- d.1eR1u1 uta. a..n.llnt.t.. s:. 1.rta 1 • u.at. • 
opUoa tw app ••t.al;r ~ -.s- te be _. • 42 ~ 1 I a 

~ ..n • ~. w-, th1a ...-s.v - • re1 1 • "'-

/ 
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SEcrEtcry of StatE, 

Hcchir.gton. 

581 , ii~y 4, 1 p .r.t. 

FQ;t 7.r!E T ilE •• SU~. 

G:t.\Y 

P=.ri a 

DctEd ~icy 4 , 1940 

REc 1d 12: 55 p .m. 

ThE ttY.t of yo~ apcEch yEs t EI"Ucy ~~ your 

inat:.ruction= r qF.r<lin.:; 1 to di atribution wErE r-=9E:>.t td •by 

tElEGr;:.ph to the mi::~oionc nt 3•"\lo:>Ela , ThE H::su: nnd 

Btrn . 

11Epo;.•t o of youl' :pEEch \'ltr: carriEd prominEntly in 

to your COiiillEnt ~ rEc=.rdin:; our participation in poot \'/Cr 

ECOnomic rEcon:::truction , LE r:.'.TI11 for c:amplE hEadlinEd 

8 

ito ::tory aour cold rcatrv£ will servE to rEpnir the dam:'\gt!l 

c cuoEC by thE v=.r aaya thE Stcrctcry of thE Trtcour7 of 

thE Uni tEe'. Stet Eo . a .. n c:tcct quoto.tion of your eo~mttnts 

on poet I'ICr rrcon:::tru.ction folloml thio hEcdlin£ a.'l it 

doto 1n thE othEr paptr.'l , Th£1'£ h=.o not yet bttn tim£ for 

your opEEeh to bE commEntEd upon Editori ally ~Y thE FrEnGh 

pre co . 

(END SECTIOU O!IE) 

EULLITT 

CSB 

Regraded Uclassified
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Secretary of State, 

.lashing ton 

GRAY 

r aris 

Dated 

Rcc ' d 10:55 a . m. 

581. May 1 , 4 p .m. 0 :cTICtll 'I' .0) 

roday's Journal Official publishes a further dccrtt 

r.clnting to the control of "rices (nltnse sec Enbassy 's 

telegram 452, April 10, 6 n . ~ . ) . It provide s that al l 

v1'lolCJn lcrs and rc tailcrs s!1all draw up a comprchcr.si vE 

~tt\ttr.'cnt covering the pr ictz charged by them on l"ny 1 , 

1940, for "the nrodt.:cts, ncrchandisc nnd foodst•tffo" sold 

in t~c~r es tablishments. This list is to be co-plc ~<d by 

ltln" 15 11nd is subject to cx~rination at any ;bit by .,r tcc 

cor trol officials . Any attt:\pt to raise pr~ccs above thoee 

~r:v · ~Ung on l·:ay 1 will be S".lb jtct to fine . 

llt'L' ITT 

PR 

L 

9 
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JR 

Stcrtto.ry of Sta tE, 

1'/o.shin;;ton. 

GRt,Y 

P"-ris 

!kltEd ilo.y 41 1940 

REc 1 d 12 : 50 p.m. 

10 

581, iio.y 4 , 1 p .m. (SECTIO:> TIIRZE) . 

In COm.i!Entill8 on this nt\7 dECrEE thE UndEr SECrEto.ry 

of StatE for Eco;1aai c .\.ffo.irs sto.tEd 1n ~- j,)rtss intcrvi.Ew 

tho.t t he d tci.'EE ·•;u,.s a. twofold purposE'' , first o! prcvcntill8 

any illtgo.l i ncrco.st in prices ~~u, sEcondly, of provi dill8 

~. b:>.sE on which ::-.ny wc.rrc.nttd pricE i n crcc.sts tr.o.y 

subsequently bE o.u t hori ztc'. . lit sa id tho. t thE decrEE wo.s 

not dtsigatd to st::-.biliz t pricEs o.t thE prEsEnt l EVEl 

po.rtioulo.rly s1nct prices of ctr~i.n commodities such c s 

foodstuffs mi.ght uncl.crso s tnaono.l declines . (END MESSAGE) 

;:)IJLLI TT 

CSB 

Regraded Uclassified



TREASURY DEPARTMENT 

INTO OI"'''CII: COMMUNICAT10N 

ltr. Coolu'u CONFIDENTIAL 
lhrlbc .,..U lid a nell: toao to4q. Athr 41Palac at 3.118-l/1, \he 

rah reoe4e4 to a low ot 3.~7. tho tlMl q110taUoa •• 3.1'•7-3/1. 

laloa ot apot; atorlbc -. \U ab roporUIIC lollab to\ale4 1o 255,000, tn. 
\M toUfthC 0011rooot 

J1r ~c1al c--.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . lo 
J1r toretp bub (-.rope, hr •n aa4 llo1a\ll ....,rica) •••..... • 

total • •••• • 

l'vcbaMo ot IPot ohrlbc •oaah4 to lo 233,000, ao 1114ioat;e4 Wowl 

:J;r C~rcial. OCIDC ..... ... . . ......... . ................ . .. •. • . • I. 
J1r torolp bullr:a (~ aa4 hr •n) ............. .. ...... .. . 

~t:al •.• • •• 

!ho Obaao JaUOIIal Jult roporle4 \laid U lle4 aol4 oo"• billa totalbc 
lo 3,000 h tbl llr1\1ab Coatr6l oa \U 'baala ot tho ottlclal rah ot ~.02-1/2 . 

!ho "'ee41e• 4oUar llao ahowa a alicbU.T oaaior toll4qq 1D \U pan tow 
dqo. tho olooiiiC 41oooa\ tor t;hlo aarr•GJ t.u:r -• l'i-3J>I!!>. 

!he o\Mr ~ carr..,ioo oloae4 ao toUowat 

hach traaco 
Ola114oro 
llorlao tnaco 
hl.pa 

.0197 

.5309 

.22~-1/2 

.1610 

!ho.,.a qu\&Uoaa roco1Te4 rna •upt thia 80ft1ac nro allcbt!T 
tlreor . .&plan tho uUor, \lao ,_ rah we ~19/32~. 1111 3/32~. u4 ..-lao\ 
at;orUec, 1\ .,.. qute4 d 3-5/324, 1111 l/161.. 

!he ~e4ora1 1o- llak ot •• York puollooe4 lio,ooo balcu tor ... _, 
ot tho Jult ot Lat'l1a, 

!hare -• ao pl4 traaoaaUou ooon•--·te4 lir u to4q. 

ll 
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n. Jeder&l lleoern :a.u: ot Ww Torlt r~~porled \lao tollovbc .,_pa•h ot 
col4, all ot .etoh are llola« cou1pe4 h U1 

$3,107,000 troa ~-. oh1ppe4 b7 \lao llult of DlcJ•M, \o bo ...-..rlto4 tor 
lh aooowot . 

2,950 ,000 troa South .Atrloa, oh1ppe4 b7 tho South .Atrioan lleoern llult, tv 
aooout of tho llult of llwdoa. !l!b.o 4hpoo1 Uoa ot thio ob.ipaoat 
1o Wllr:a- at tho pro .. nt tiao, 

295,000 trOll Nuico, oh1ppo4 b7 the Julr: ot Muico, to be ee:raarllacl tor 1h 
OVD accowot. 

""t.,.6..,, 3"'52,.....,, ooo= total 

n. l!oabq opot o11Tor qnotaUoa 4ocl1De4 tho oqnholent ot 3/161 to 112 .u,. 

CONFIDENTIAL 

Regraded Uclassified



TREASURY DEPARTMENT 

f'IIOM llr • Ooobru 

.&.t 5 o1oloolt paterdq onlliDC I klbd. witll leore\U7 lfo:r.,.UIIA. 1a 
reprd. to ~ iq'411'7 ot tile lahrDAUOMl 117Uo~ live&• 1a lloDioo 1a 
reprd. '• n.a poaa1li11U:r ot eanazoldJic pld. 1a ... Torlt u4 \1M pnn-
le,e ot HlU,. pld. 011 \II&' arb,. .&.thr OJ~PlailWic U.. OIIMo u4 CiTillc 
'lle YV1ou den, I •• ha,I"'IICte4 lr;r tile IIMI'e'UT w let raoiDa llaow U..\ 
he ecz"M4 wUll tile poa1UOII whloll raoiDa u4 I lla4 \alcaoo aal;r, \II&' U 
~ ut lie a4rtaallle w .. -.wall tile PHO•"-' ot opea1ac u eenarlr:H 
acccnuat ot tloo t:rpe 1llll4er ret•-•· I P" Wa lat-Uoa h raoiDa lr;r 
telepllo .. at 10 o ' oloclt 'Ill• ~. Ooa~U;r, lle •.14 lla wall. la
tera ~· lAhrD&Uolll&l JI1Uoc:npll1.o :llarMa \bat U ~ .. , ban \1M pr1T1-
la,. ot ~ltlJIC solA wl~ the leAa:ral, kt ~ alllp U to tile ha..raJ. for 
-.le 1t d.aa1re4. 

13 
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14 
TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

~ •• 1840 

IIIIIOIWIOOII FOR !liB S.:lRIUJIJ 

FrOID Adal.r&l Spear I ba· .. l•rn..t that tho ~t. 11.8. "Sull.D&" o&iled t ra 
llew York on April 11th to Conot&nao., ~ ... b&Tinc loaded at •- York .ao toea 
ot t.luainua J..nsoto, 10 tODa ot t.lua1nlla oilioa , &nd o.ppr~tel.T U,DOO d.Nu ot 
lubr1oo.tJ..ns oil, u woll &o & aixed oo.rr;o ot tireo, otM1 oh..to &l1cl bt.ro, tia 
bt.ro1 t.b-or&tt p&rto1 acr1oulturo.l -.ohiaery, eto., tot&ll1Jic t.pp~hl.T t 1 800 
tono , 

Tho oo.rr;o -• oODOiped by tbe ~ .. Leptioo to tbo 111.D.Utry tor Air &l1cl 

If& 'I')' I a-nSa, &nd tho J&'f7 11 111to.-t1011 1o to thO l ff..t that -..J;T Of thO it
Of oo.r&o ..ro oOTor..t by I&Tioorto . 

I iaquir..t ot llr. Wilber ot tho Aluaialla c~ ot J.an1o& oonoonlJ..ns th1o tonno.c• 
ot t.luainua J..nsoto 1 &nd ho 111tol"lllcl - that tho .a<> t0111 ... t h&To b1111 p1olted up 
1n aMll loto u no oo.loo bad bo., -do by tho J.lua1nlla Capt.q ot J.aor1o& to 
~a, altbOU&h h o d1cl llt.J that quor1oo h&To b- rooobed troll tbe ~-
111a1oter tor both Tir&1n &l1cl tabriot.ted t.llal.ma 'llbioh thq dooired to ,.....bt.oo 
tr .. h1o o~. 

Ho o.olted it t.IIT -rt.l ~o bad b1111 p1o.aed ar -• plll41n« 'llbioh -14 &ttoot 
tho ot.lo ot aluaima to tho Ji!-nto.n G<>To.._t, I told hill it I loo.rned ot t.IQ"

thi:Dc 1a o01111ootion with tbio -ttor I would oc> 111tora hill. 
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CODIDIIP!UL 

To: 

l'l'oa t 

'l'he Seer o t u;y 

llr. TOUJII; 

llq 5, 1940 

In aceor4&Dco with rour roquoat, l telephoned 
Kr. Purrlo Saturclq :oorning t o a4Yioo hi• that tba :l1n7 
would relaaao DuPont tro= aupplJing tho 2,eoo.ooo pounda 
ot powder noraaJ.lT required troa that concern. l aloo 
a4Yhod Kr. Pur1'1o that a n&Yal order tor 565,000 poUDda 
ot povdor nov in 1'tu'1ouo otll!:'lo ot production would con
tinue to cot1plot1on. l u:pl&ined that that -• the povdor 
on Vhich tho llay;y had deterred del11'e17 to roloaao 600,000 
pounda to tho Britioh to1'oral voolca "«'~• 

Kr. Pur1'1o thanked •• cord1all1 tor tho in!or•t1on, 
and thou be aoked • whether or not l could 1'1114 out two 
th111Co tor hill, &o tollovat 1'1rat, tho production acba
dulo tor tho 2,500,000 poulldo ot povdor &a oot&bliahed b7 
the !l&y;y in order that llr. P11nh llil;ttt «et an 1do& &a to 
hov lOJI& it would take t o 1'111 ouch ., order: and, aecot>dl7 
Kr. Purna van ted to knov when DuPont would be not11'1od ot 
t ho role&ao by tho !lay;y oo that ho could opan no&Qt1at1ono 
v1 th DaPont. 

l called C""'ta1n ColUno to 1'ill4 out tho anawro to 
t he quo a tiona rai.oed b7 Kr. Purrlo. captain Coll1u ..., 
no obJection to t1114il11: out the &llovoro troa J.4a1ral llzrlOIIC 
all4 paoo1Dg than on to llr. Pllr1'1o. 

I talked with Kr. Punh thh afternoon Md e4Y1ood 
hill that tho 2,eoo,ooo po1111do ot povdor vaa .to be produced 
OYor tho period ot one 70ar and that DuPont ohould ha1'o bean 
1nto ... d ot the rolo&aa on th1o order b7 toc!q. 

~-

15 
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(D V•171o-cl-Zo Alllooa V-1710 SP AllB BIIGI IllS 

~~ euz.ti .. P V•1710 ~I V-1710-J'3R V-1~W2NoL T~•~· U. S. Ul1M Total 
1090 Ia.,. CUrt1eeP~ 11.1. .J. Iaet · -

lloDtiU7 
1150 la.p. 1150ll. p . $.YI!'-m~ 

~~d (., u.s. AlUM U. S. .UU..S. .UUM 
.t.prU 16 2 14 14 
~ ~ 7 7• ~ 27 
Jllno 2 6 6 &- 6a 2 110 /9 ,_0 
.7Ul7 ., 0 II 10 4• 101 10 

15 ~~ ......... , '' 8' 2 22 14 1 rn 20 
S.pt•b•r 1,9 1 

2(~1· 
1 20 

ill Ootob• 81 0 6 ' 50 
Wcw-or go 0 104 6 5 ~ ' 1~6 

\ 
.... 80 ~ 

152 ~ 10 0 

-· 1941 
69 ( 9)• 152 20 

m 
0 101 = ob . 4i! 16 12 22 188 ~ 21 6 110 

liU, 20 ~ 59 86 188 25 
1i 

2 1!: .f.Jll'll• 5c5 86 188 0 25 4 ... ,. ... ....... ~ u 
86 188 0 25 ,a9 0 E J'aao 86 188 0 25 m 7 0 

.7Ul7 11 ~ 22 0 5 

ij 
26& 

.t.-q . 9 ~~ i~ 240 ,oo s..-. 19 11 1,9 l Oot . ,o po>• ,o .o .... ,o 'Ol• ,o 
Deo. i2 '0 
Jan.1942 16 :4 Peb . 14 14 

0 • 0 :! • z • 
6 

~ 
I !3 

>"' I 
I If 0 I 

~I • :( (_o . <)· 
I ... I 

~ ~ 101 I 0\ ~+' ,, .,... <-· i 0\ r;t, H\ I H\ I ,. '1 I 

'-·~ 
I 

.1.1 .... ... ... 
.I.& " " .,• )( ). 
• ., ll .... < ' • \: !lil ~l ~'" ~ { t-·' .,.,_ .. 

::1 '11-.... 
"' " <~ 0 ;/ 
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TREASURY DEPARTMENT 

WASHINGTON 

llq '· lt40. 

!!!!!'!!•J!TW !QR Till SICRrr.ARf: 

Attaohe4 11 a lilt ot Aaerloan Tll81ll I»ProTI4 _, the 

Oaite4 Statoe Mar1t1ae eo..taa1on tor ~tar to allan owaar

lhi» &'tl4/or NC11t17, tocathar wUh the lalaa »rloe Neal Ted tor 

11cll T8111l, conr1,.. the par1o4 hoe AprU let to A»rU :10, 

1940, 1nclu11Ta. 
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TIC!OR 

VICTORr 

liiiCI!ESTllR 

a. c. 26o 

811. GUilT 

'-' PIIISID!IIT 
11IL8011 

PII!SlDM 
LIICOUI 

DST CUI 

Tel& R. Ro eo. 
Boaton, Mass. 

.u.&a~c& s. s. eo. 
S...ttle, 11"&41. 

'I'I'PB -
L&u.noh 
Ga a. So. 

Cutp 
st.sc. 

Interlab s . s . co. C&rtp 
Cle?el&nd, Ohio st. so . 

Corneliu s V&llderbllt T&obt 
lew York, R. Y. st. So. 

I'm .a--ia&n Shippers, C&rgo 
Ino •• 111&1, Fla. St . So. 

L c. Parrington 
In York , lf, y , 

C&rgo 
011 So. 

Sld""""'"ra It V.rohante Til& 
Tll&ba&t Co. St. So. 
S&n l'renoisoo, C&lit. 

GROSS 
'l'OIIS 

411 

lira. ll&rg&ret s. T&oht 578 
B&rdwick, Br ookline, V.aa. (oil ao) 

"-" i OlD Pre aid ent 
Linea, Ltd., 
San Fr&noieoo 1 Calif. 

• 

lloCoral.ck s . s . co . 
S&n Franoiaoo,C&lit. 

C&rgo/ 12597 
P&aeenger 

• 12594 

C&r&o 

PORIIBS 1!4UPTIIAII • • 

RI'XllSTHT 

llonduru 

18 
TIWISP1!BEB 

Go"Yto ot the Republic ot 
llondur&a 

Philippine Vicente M&drig&l, 
M&nil &, Philippine lao 

C&n&di&n A. 0. Campbe ll 
Toronto, Ont&rio 

C&n&dion B. Pearaon McCurdy 
l!&l.ito.x, !!on Sooti& 

P&n.mai&n S&Dt& M&ri& Timber 
Co., P&ao.m& City, 
p.,. ... 

Venuue l&n s . Pl&u 11. , 
L&Clu&ir&, v ........ l& 

SALES PRlCI 

• 5,000. 

50,000. 

75,000· 

25,000. 

16,000. 

3,000. 

Br1t1ab O?erae&a Tonge ad S&ln.ge 
Co., Ltd. , London, ~l&nd 

210,000. 

C&D&di&D 

Spm ioh 

• 

British 

• 

8tu&rt B. Pl&Ji'&ir 
Taranto, C-d& 

Berge T Componi&, 
Bilbo&, Spain 

• 

lrrT ,ooo. 

1,350,000· 
( for this &Dei toll.,.,.. 
ingnseal) 

Sir R. Ropno r A Co. Ltd. 
Weet llartlepool, i!:Dgl&nd 

861,160. 
(tor tbia &Dei t oll-. 
ia& Yeaael) 

• 
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f>§!f· 
.._; 

01INER 'I'YH: 
G!DSS 

TONS REGISTRY TIWISPEREE IAIES PRICS 

l!.t.LOIIIA Ray .Uen V111 Cliet' Yaeht }72 Cax-dion A. Nontyo Kaorao • 1}0,000. ll.ydrio, E1110nd, Va. Oil So. Toronto , Camda 

111!1111011 Colu:.bia Rinr Pacloon Carr;o 3453 Britioh Sir a. Ropnor & Co. Ltd. 256.450. A. am. lno. , Aatorla, Ore. St. sc. West llartlepool ,~land 

Shepard s . s.co. Cargo 15QB Brithh Douslu & Ramsey wo,ooo. Boaton,Ma••· st. sc. Glaofow, Soce land 

SABllll Sabino Tranoportation 'l'llr; QB8 Britioh OTeraoao Towar;o & Salnt;o 90,000. Co. , Ino. St.sc. Co. , Ltd. 
Port Arthlll" , 'I'OD.a London, ED&land 

.lZ'I'BC Kra • .Uioo B. Bll.rrage Yacht 808 Canadi111 Thoa.B. P.Kolson 32,000. Boston, Kaoo. st. so. Montreal , Canada 

IIASCO'l'TB C. R. Anthony and Andoroon Yaeht 337 Canadien Sidney C. Oland 87 , 50<). Prio!».rd Oil Corp.ot' Del. St. so. 
Olclahoaa City, Okla. 

CtllWaO .Uaalra s . s . co. Cargo 1548 Greek Emmanuel Yannoulatoo , }2, 50<) • Se&ttla , Wall> . St.sc. Shanghai , China 

KoCormiok s.s. Co. Cargo 2594 Pnlnoh Comp&&nio Gonerale 200,000. san Franc1ooo, Calif. St. sc. Tr&~~~atlant ique 

IIJIOOC)IGS • Cargo 2327 • • 200,000. 
St. sc. 

WEST PLAIIfER Wal lingford s . s . co. Cargo 26o9 • • 200,000. SilTOrado s . s . Co . St. so. 
(joint o .... ro) 

lW.LlllGFORD 'lrallingtord SS Co. Carto 22';6 • • 190,000. Son Frenoiooo , Calif. St. so. 

VAIIAR Vear ss. Co. , Inc. Cargo 598 PanN!IAian Sooiodad Navigaoion /Jl,OOO. Jersey City, N. J . Doe Oceanos, S. A. 
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GROSS naa ClriiR nPI !<Ia I!IGIS!Rf !IIUSPDD lALII PllCI - -••••••• Pori; )a Dll 88. eo. Cerco 2451 ,...,. Ccolpopia O...ra!e • 200,000. Portl•d, Ore. 
!J"U•tluUq• 

.... !UJftlt s..ta u.. sa.eo. Carp 1756 ""'-iaa Ca~:n·1• ZHaDdi•ft 117.500· IMttla, Walh1Jilctoll tt.ao. De 'Yapcrea,a •. .&.. , 
PUla• City,,.__ 

11t LIIILIIIIA * t o011 laTJ&atl. 011 Co. , Carco/ 6725 Britioh Loobillftr, Ltd. 275,000. 1&11 ~ioao , Cal it. Pauencar Ola .Caw, loot laD! ilt.so. 

Waotam !J"Uoportati.Oil Co. 
1&11 PI'Uoioao, CaUt. 

carco 
st.so. 

21&> Pauaai&ll 'lla.O.!.BRzl& 
8hall.cbai, Cbilla 

"100,000. .. • • ShipP1Jilc eo. Ltd. Carr;o 22¥ Pauaai&ll !r&~~opaoitio as. co. 215,000 • lie PI'Uoi-, Colit. tt.so. a • .a.., ,__ City, ,._ 
11118! Cjft!(lf Allorio&ll loutll ~io011 Lillo Cqo 5611 Britiob 81r l!. l!opllar It eo.Ltd., *·000· ._ Tortt, J,J, at . . .. .. ot ll&rtlopool, la&).lllllll 
'Ill! 11~ • c.rco 5680 • • 1#1,000 • at.so. 
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I!!I?'''N!M lOll !Q sppma 
SbJppt v Bfbe\'m 

)~ DYe, 1940. 

The export oarso aituation at Jew York as indicated 

by tbe statistics at the Aaaoeiation ot Aaeriean Railroads ia 

praoticallT uncbaneed• 

'fbe Port ot Jaw York AuthoritT reports tbat the olaarancaa 

ot Tassels trom Hew York tor foreign porta ware praetical!T tbe .... 

in number durinl March 1940 as last year. 'fo Europe tor instance, 

there were 116 sailings this year and 111 last. South Aaarica bad 

11 ~re and there ware tawar sailings to Aaia and Africa. 

Still Jittery troa the widespread da.aralization due to 

the Sc8DdinaTian situation, the toraisn trade fraternity racaiTed 

another shock 1n the announce~~ent that all British shippinl bed been 

excluded troa the Mediterranean. 

One beneficial etteot so tar as American shippinl is 

concerned is the aunounctment by American underwriters that the rata 

on carsoes carried on Aaerican Teasels to and troa Italian porta 

will be 1~ and ~ on belllsarents and neutrals otber than A.llerican. 

Carloadinls tor the week ended April 27th increased 16,000 

cars aver the preTious week and about 60,000 oTer the saae week a 

Contirains that the downward trend bas been ranrsed 

is the tact that aTary catesory, troa miscellaneous trai&ht to 

liTastock, showed an increase. 

Exports to Prance tr- last Saptallbar thralllh JIU'ob 

i ncreased 13~ aver the corresponding period ot the preTious year 

and durinl the tirst tllraa mntbs ot this year war e 24~ hilber than 

the pr&Tioua year. Exports to the tJnited Iiqdoa are s till lar1ar 

than to &IlT other country and tor tbe tirst three months ot 1940 

ware 45~ craatar than 1D the tirst quarter ot 1939. 
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Machinery exports in Karch were only exceeded in Talue 

by the all-tiDe record attained in December 1920. 

Chemicals sold abr oad in first quarter this year were 

Talued lit $61,000, 000. compared with $37, 500, 000. in 1939 . 

The British government has awarded an order to the 

American Car & Foundry Company for .30,000 tons of shell steel. This 

is believed to be the first order of any magnitude in machined steel . 

Scrap iron and steel, pig iron, billets, steel plates, etc . , continue 

to 1110ve b.eavily and the export business in these items constitutes 

a good percentage ot the total steel output or the country. 

The ChrYsler Corporation have set up a special diTision 

to handle the manufacture of bomb tuees, shells and cartridge cases . 

It is indicated that this is primarily for United States government 

orders but it would seem reasonable to believe that Chrysler anticipates 

some foreign business 1n munitions. 

There i s little activity in chartering, due to the 

prevailing uncertainty. 

Grain trading from the Plate to Antwerp is reported to 

heve been done at the rate of $22.50, a new low. With little nearby 

space from North Atlantic ports to Antwerp available, the rate is strong ' 

at 75¢ but may weaken due to a Tassel being offered for a tull cargo 

ot .35 loads at that rate. 

An oddity in the news is the disclosure that the Alllerican

steamers •GOLDEN SWORD• and •WACOSTA• (Waterman) have been 

chartered and placed on berth trom United States North Atlantic ports 

to Spain and Portugal in competition with the Maritime Commission 

.t..erica France Line, operated by the United States Lines. The Tassels 
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will be rua 1Ja tbe .. rn.ce o~ the Cia .. paDOla de ••.,..cacioa a.Joitla. 

In anner to tbe question as to • to" the charter of these Yellela 

receiTed the •anction of tbe Jaritt.e Coaadssion, it 11 1tated that 

the charters were not to tbe alien Spanish co~&nT 1Ddicate4 but to 

Garcia & Diaz, the agents of the Spanish co~&QT. Garcia & Diaz beinc 

alleged to be an American co~&QT. 
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• • Mro. nou: 

I thiDk Purvio or Ball...,t1"" 

aad Harry Yhi te ahould rece1•• 

th1a 1n!or.ation no ooon aa poaoible. 

5/6/40 
~· 
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COIIJ'IID!UL 

Ma.r 6, 1940 

'1'01 '!'he Secret...-,. 

J'rOIDI Mr. !OU!lg 

Mr. Joo~ Green of tbe St"te llepart .. nt called • 
tllh eorDJ.Qg to report on the otud,- wich 11..t been -. 
unotticiall7 b7 the u-:~ and ll"'t'Y Mun1Uono l!oard co~~eern
lnc the allo7o 1n tob1ch the ~lo-h'oncll Purcllee1Qg Board 
vao 1nter .. ted, ..-1,-, cobalt , carbon black, coluabiua, 
tantalua, and industrial diaeondo. 

Mr. Green informed .. thl't he had held a '""till& ot 
the eoalthe w1eh dooo the vork tor the Arrq and ll!a17 
Mun1Uone lloard the end of laot voek , and that tllh coii
IDi tteo could oee no reuon tor pbci~~& a ..,ral eabargo 
on ...,. ot the "boTe allo7o. fllo co .. ittoo1 o otudleo 
brought out the tact that 1n no oonoo could an,. ot those 
be claoood ao strat ecic or critical raw matsrlalo. 

Mr. Green vent on t o orq that tho United States vas 
the larcost wappller of three ot tllooo allo7s and that 
the 01117 ona vi th roepect to wlch thoro conld be ...,. 
doubt vao lllduatrial d181110Ddo. In t he cue of tho latter, 
hovOTer , t he pr .. ent VDJ.tod Stat .. wappl,- ot lndlutrlal 
d1aaondo h outt1c1ent to lut t or tvo or throe 7&&rO 
nen in tho ennt of a COIIJ>leh blockade. 

!he cooaittee stated that tho Arrq and Ja1'7 ltan1tiona 
l!oard vould be detiDJ.tel)' open to crit1ciu it a.q ot these 
allo,.. vere pleced under a 110ral o.!>arco and that there vae 
no adequate Juot i t ieat lon tor tak1Qg ruch action . 
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!o 1 '!118 S.crotUT 

J'I'OIII MJ:, T011J11: 

Wile I talbd with llr, J'unoie 011 the tel~• 

tllle attanooo11, bot lllfol"'lltd M tbott llr. Ovatld.a, 1lbo 

h ill WuhiJI«toll toda;r, will be ill IIV York CltT 

t0110rrov IIOrlll Jlt; lmd h h11Tl111 Oil tbot clipper Wl4• 

llllda;r, 

llr. ParTie eaid that lw w'llld etq 111 IIV York 

tolli&bt ....t talk with Mr. Ovatldll tlwre to~~errov 

110rlll111, .etch vo'llld loan Mr, ParTie 1?10 to ~ 

to WUIU~II or.14q atteraooa ill CillO TOU wi-4 

to -hill, 

2& 
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HSM 

Secretary of State, 

\7as::llngton. 

1121, May 6, 5 p. !':l o 

PLAIN 

London 

Dated 1:ay 6 , 1940 

Rec 1 d 12 :05 p . m. 

FOR TREASURY FRO!l BU""l'ER1"!0RTH. 

(l) The financial n el>spal)trs today co=ent on the 

Secre t ary of the Treasury' o speech on gol d not~ng that 

the statoncnt assures no ohnns e in the official American 

buyin~J pric e of eold. E1nzi(l of the FINANCIAL NE\'IS also 

notes the Secretary ' s belief that the only threat to the 

f'uture valuE of gold would bE the Erltrgence of onE or 

29 

tno dictatorships ruling ~ost of tht world and character

izes his beliEf that t his nill not happen as "implying 

a co~plimtnt to the AlliEs but hQrQful !or thE cause of 

dccocracy since it leads to the conclusion that the Allita 

art cnpablt of !)rEvcntin:; llazi world conquest l'litl'.out 

American support , financial or otherwise . ThE FINANCIAL 

NEI'IS also featurEs an arti.,lc aust;estin:; thE d esirability 

of stE~ping up gold production by taxation in South Africa 

dtsicned to encoura3 E ninin~ of hi ghest rather than 

lorttr a radc orcs . 
(2) 

Regraded Uclassified



30 

ham - 2- llo. 1121, l.!ay 6, 5 p. m. 1 from London 

(2) ~1th reference to my 1105 of May 3 , l p. m., 

the financial editor of the NEWS CJIRO}!ICLE 1n di scussing 

the fall of tllc ChineSE dollar and the aruc1cty of the 

control committee •to continue their watch of this crucial 

market" concludes : "If the fund 1s nearing exhaustion 

may I suggest that the United States might spare some 

of t h eir redundant gold to replenish it. • 

(3) ThE city marks time under the influence of 

the ~!tditcrrancan as well ao the Norwegian situation, 

stook market business bel.ns unuoually small. 

JCEliNEDY 

CSB 

Regraded Uclassified



JR 

Scorttary of StGtE, 

WGsb.ington . 

22, IIGy 6 1 5 p.m. 

POR TREASURY DEP A.Rl'h'Ell'l' . 

GRAY 

I&Uo.n 

~ttd UGy 61 1940 

REo ' d 2 : 04 P olllo 

TodGy's pricEs Gs follows: 20::1; ::149. 75; 515; not 

listed; 99::1; 213 . 50; 1730; 66 .~5; 2::1::1 . 50. VolumE 89, 300. 

Mc.rktt eliehtly dEprEssEd GVIGi ting .rurthtr ndjusbntnt 

Gnd politicc.l dEVElopmEnts . 

SHOLES 

HPD 

31 
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Storctary of State, 

Vlashington. 

583, May 6, 6 p. m. 

FOR TEE m EASlRY. 

ORAY 

PARIS 

DotEd Uoy 61 1940 

Reo 1d 3 : 44 p. m. 

32 

CocmEntine on your statEmEnt involving thE ability ot 

thE majority of nations to maintain thcir independencE and 

on briEf cablEd reports conoErninB various spEEChEs giv En 

at recent mEEting of thE AcadEmy of Political Sci encEs in 

N cw York today' s AGEl'CE ECONOMIQUE ET FI IIANCI ERE statEs 

"thEsE new manifEstati cns in thE United States against thE 

autarchic rq~ines havE b££n recEiVEd with thc utmost 

satisfaction in Paris and London 'becaus e thc post- war 

problema can Easily bE rEsolved i f America - with all the 
~nd 

pouer l'fhich its zold/orcdit (;iVC it - lends an effEctiVE 

a!.d to thE reconstruction of the world af'tcr our victor y. 

( END OF SECTIOl! ONE) 

BULLITT 

LidS 
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JT 

Storttary of Sta te, 

~lash1ngton . 

GRAY 

PARIS 

Dated llay 6, 1940 

Rto ld 3 :47 p . m. 

583, Uay 6 1 6 p. m. (SECTION ~10) 

Frtdtrio Jenny dtvottd his article in laat tvtning ' a 

LE TOIPS to an appraisal of the l atest ohangts in tht 

txohangE control regulations (Please set Embassy ' s telr

(ll'Ms lioa. 5661 !lay 2 , . 7 p. m. and 579, lia;r 3 1 8 p. m. )J 

33 

hE said that "Until recently ?rtnohmEn posscasing holdings 

abroa~ or in foreign ourrtno1Es werE ablE to adMinister 

thESE holdings u1tb a relativE amount of frttdom. In 

pri nciplE they had the pontr to carry on transactions in 

their for t1gn o:ohangt with other fordgn a:ohangE and to 

invest their availablE funds i n suoh foreign O<Chal\3£ as 

thty niahtd0 • 

BULLI '1"1' 

ms 

Regraded Uclassified
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Secretary of State, 

~/nshington . 

GRAY 

PARIS 

DatEd flay 61 1940 

Reo ' \ 4 : 46p. m. 

34 

583, lla!' 6 , 6 p . :l. (SECTIOJl T';;1EE) 

;;eno~ es to restrict this relative f'rttdcra of action 

he stated have ;:,ecn the subj cot o' stud:r for scvtral 

ti~£3 past and "pending the ~aft~r~ of definitivE texts• 

tDJporary rEstr ictive racasurEG \n the form of noti cEs to 

"ap).'l'OVE int&~ncdiariES11 wErE put into effEct on April 12. 

( PlEaSE sEE ETlbassy 1 s telE(:r Qil\ i~o . 467, Anril 1 2 1 7 p . n . 

and Dhavcrnas ' r ~..ar!rs in t:uo connection as given in the 

Ehbass:r 's tElE3ra:.1 llo . 56s_::ay 2 , 7 ,.lJ.). JEDny pointEd 

out that t:JE latEst rE(;ulatl.ons ::1od1fy to a ctrta~n 

dt~EC the noticEs of Apri l 12 s ine£ "liberty of action is 

·supprEssed I'd t:1 rcs!)Ect to only one part of thE foreign 

exchangE holdin3s n!l!:l&ly those tthose utilization abroad 

J.s not li;;li tEd by forE!.gn oonctary controls" (1 . c., 

"Class A for Eign cxcl:>.angc") • 

BULLITT 

Li!S 
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Stcrttar~ of Stat£, 

· .ashington. 

C.;tAY 

PARIS 

Da~Ed ~ay 6 , 1940 

REc 1d 4 : 48p. m. 

583, ilay 6, o P•"'• (SECTION '01.irt) 

BE said that tht lattat cxchanst control rEgulations 

do not relat E to cxryorts o; capital ns such sine£ "nEithEr 

t hE arbitra3E of ctrtain fortign currEnciEs aGainst othErs 

nor t~t frEt invcstr~rnt of tht i'unc\o h lld by FrEnchmEn 

35 

in i'ortign txcbsngE nor ~n a rntral thE nodifications intro

duced with rEspEc t to thE EmploymEnt of FrEnch holdin3s 

ab1•oad conpris£ e:xport optrations. '.'hat thEsE latest 

n t asurts trnd to do i3 to crEatE a (bEgin undErlining) 

bloc~(End of undtr~ini~a) of thE holdings in qurstion. • 

ll£ statEd: "This nc-a idta is no less cl Ear !.n tht 

~rovis~ons ta~~ to li~it in ocrta!n rE3ards frtEdo~ to 

cnrry on o:;>rrations in i?ranct fli th t:'lE vcrious fort i.gn 

stoolcs and bonds nhich art cltsignattd as ' D sEcuritiEs1• 

BULLITT 
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JT 

Secretary of State, 

·.:as:l!ngton. 

ORAY 

PMIS 

Dated iiay 6 1 1940 

REO 1 d 3:50 l' omo 

583, Uay 6 1 6 p . m. (SECTIOII .>tVE) 

!l tnoEforth SEcurities of this oatc=:ory oust obligatori ly 

be occhans cd on the Bourse and thc:r shall no longer bt 

bo\~ht f roc Frtnchncn by t orcisn phys i cal persons (begin 

unc'.trlinging) ~ tl!_o~;il <!.C!.m_l,_o1:.!$ in !>ranc £ (end under

linin(! ) . " 

3i 

J enny maintain£<!. that the forE(loi ng st eps havE bttn 

talccn by the "r£Spons 1blt e.uthor1t1£S11 in order to !)l'EVtnt 

(a) "the co~position of ?rtnoh holdin~a abroad fr~ under

goi nG any modificatic~s of a naturE as to lEssen thEir 

quality i n the eyes of t h e state" and (b)"ctrtnin f'or t i lPt 

cxohaOBES or securities fra.~ leavi nG the nati?nal patr!~ony" J 

he sa~d "It is fully Evi dent t ::at t h e measures olu ch have 

jus t been introduced art r.t£llS\U'ts or conversion taken 11ith 

a v i ew to an eventual rtqll1s1t1on dcs!.aned to increasE 

thE forc !~'ll occhan=:c rceouro ts of the stat£. 

BULLI'l'T 

u:s 

Regraded Uclassified



JT 

Scorstal'Y of Stat e, 

Washington. 

GRAY 

PARIS 

!liLted !.lay 6, 1940 

Reo 1 d 3 : 55 p.~~ . 

583, l!ay 6 1 6 P•!:l• (S EC'i'IOt' SIX) 

37 

The f~ot that they have been ta!ttn dots not ncocs~arl.ly 

mean t~at s~ch a requisition is 1~£dnEnt. But it s1cn1fics 

that the Oovcr= cnt cnviso.c cs t he eventual possibility of 

one and that in vicrt of this cvcnt\lali ty it has desired to 

take precautions 

the value of the 

necessary to ')rtvcnt ei.thcr a decrease in 
(bro~ht? ) 

elcocnts liiLbl£ to b£ bought in by it or 

their EScape fron the zone in rthioh requis i tion is pos sible. 

(Please sec Embassy's tclEzr~ No. 522, Apr il 24, 10 a~. )" 

T~s lat t er r~strietion JEnny stated, explains the distinotiot 

drann ~£~Yt£n French and foreign residents of France. Zhe 

Frcnoh authoritiEs oan not re~uisition the holdings of 

residents of for eign nationality and hence they do not Hish 

foreigners to acqnirc fror.1 French nationals v:aluablE forEign 

SECUrities and EXChanCt • 

BULLITT 
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JT 

Stcrttary or Stat~, 

\/ashineton. 

GRAY 

PARIS 

Dat Ed liay a , 1940 

Rto ld 5:37 P ofil o 

533, iiay 6 1 6 p . ·1. {SECTIOll SEVEN) 

38 

JEnny is so,cuhat cri t ical or t hE latEst r Eculations . 

"It is EVidEnt that thE supEr ini.)osi t ion ot thE nrn ruJ.Es 

on thE old onEs doEs not si:tplify eithEr thE control or 

EJ:chang t or tht f ol'LlalitiEa c c nntctEd with i t " . liE thEn 

stattd: "GEn Erall y -.p taltint; tht C:ist i ncti on" bEtwEEn 

~rtnoh and for Eign r ts! dtnts bttwttn rEsidEnts and non~ 

l'Esidtnts btt\7££n •Class A forEign EXchangE' a t Erling 

ccchnnc• and ' Class B forEign Exohan0 t l rinslly b t tPt tn 

' D s ~curl t1 Es • &nd ot:,tr s tcuritits distinctions uhich 

ovcrl "1, and cri sscross tach othtr arE coing to bE a 

s ourcE of tndlts= c~,lications . 

BULT.JTT 

J..iiS 

Regraded Uclassified



Scorctery of State , 

'laohington. 

OR/.Y 

P.'.RIS 

i:>atcd uay, 6 1 1S40 

REo 1d 4 p . m. 

39 

583, Ha;r 6 , G 'D . n . (SECTtO:i EIGilT) 

JEnny obs El:'VEd that t'llc "blockl.ng" ayatEll! which has just 

bern ado:9ted nas undoubtedly insr>1red by .tEnsu.•cs ta':cn 1n 

London at the end of August fli th t bc ••csult that the 

'rench systm is non mort or le31 s!.c.lilar in t:lls respect 

to the Br1 t 1sh s:rst£!:1. HE thm said that the nEtt French 

rtsulations go EVEn furtbtr than thE Drit1oh 1n regard to 

t:1e diotinctions drarm bctwccn nationals and forEignErs 

as concerns stool: e:r.c:!lln:.;e Oj)erat1ons and stated "· .. c r.tay 

a3l: ourselves \/ht thcr it nas absolutEly ncoessary to p\:Jih 

th!.ngs so far . • 

JEiltl:,r said that the "Class B ! Ol'Eign cto!langc" !s not 

affccttd by th£ nEtt rc&~lat1ons s1not "tht rtq<~s!t~on of 

ouch cxchangE wh osc usE abroad ! a very 1 1-•< ttd vould be 

Httlc value to tht state and t:tc s3Iat appl iEs to thE 

s eour1 t1 co i osucd or quoted in thE oountri ts in whl.oh 

theac currEnciEs art uscd. " 'lc also pointcd out that 

stErHng cxchan:;c aml. scoUl•1t1£S arc not to be "blocked" 

s1noc 
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- 2- #583, llay 6 1 6 p . :n. (SEC EIGHT) f'rom Paris 

s l.nct thE FrEnch GovErnmEnt by virtu£ of thE Franco

British accord of DEccnbtr 4 can obtain with trancs as 

much st Erling as !t dEsirEa o 

( EliD OF SECTION EIGHT) 

BULLITT 

Ul S 

40 
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CK 

Sceretar ·· ef Stot t 

Y/~shi.ngton 

GRAY 

Ptll'1s 

Da tEd U~y 61 1 9 40 

REe ' d 5 : 54 p. m. 

583, r::.y 6 1 6 p . n . (SECTION NillE) 

In concl\•sion Jenny ;:>raia cc:'l. the cs t::.blishmrnt of 

"prorcssionol accounts" !.n i'orcl.gn o:cl•~n<;E. He soid: 

"ThE idea of tht~ £ ?reneh aoeounto i n foreign c:changc 

which up to a ccrt cin !>Oint c'\n b E ce>nsiderEd as t h e 

equi valent of for eiLn a ocounta in f r ancs is indeed a 

41 

hnppy on e. TllE nm n ct':od will li.;hten materially the 

t asl: of thE Porti3n · Exchcmc;c o.;'ficc ond toc i lita tc foreign 

OOIJI:Ercial cxchnngcs ~bove all if the crea tion of t:1cs c 

profcssionc l a ccountn io , ao we hav e rea son to hoy t , a 

sisn t an EVolution touarc's '\nor£ liilcrn! conce'!)t of 

French foreign cor>r:crcc, t:l!lt 1: to s ay, towo.rds e. 

systElll arnroach n~ os r.r·ch as ~>ossibl E t~c on£ llEt up 

f r om Fr:mco -- British COI1t"ltrcial exch:m: Es . " 

The ~w.r!: ct rta s i.rr E(l\ll~rly lowEr toda y in vi E\7 of 

unoErt ~l.nti cs rE(s~rd:lnc thE i nt entions of It.aly. 

I.! iS 
NK 

( END 0::' !iESSAGE) 

BULLITT 
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1'01 
Mise Chauncey 

--------·----·----·---

This list is complete 

to date . ur. White 

suggests that i t would 

be well to send copies 

to the members or the 1/ 
Banking and Currrncy & f- • l 
conmd ttees or the House \IV'' (j\ 
and Senate and or the 

Coinage , :/eights and 

Measures committee or the 

House . @_ 
Jrc.1 llll. S!lBIAIIZ 

Regraded Uclassified



TREASURY DEPARTMENT 

WASHINGTON 

llq 6, 1940. 

The Seoretar.r•• apoecb on gold was oent out on lr1~ 

to Cab!Jiet otricers, -..ra ot t be Jederal Reo ern Board, 

heado ot !Jidepondent eatablislmente, Mr. Wellee, Mr. Boble , 

Mr. Jeia, Dr . Goldenniaer, an.d to Mr. White'• l1at ot 

eoocoaiete end others, all told nUIIbel'ina 4bout - - - -

Oo Saturdq copies nre ll&iled to oa..a "turniahed by 

t he Departcent ot Go..,.,roe npreoentina t rade journals and 

400 oopi.ea 

popero - - - - - - - - - - - ·- - - - - - - - - - - 2 , 100 • 

to namoa furnished by the Depertu nt ot Agriculture repre-

senting weekly agricultural popara- - - - - - - - - - - - - - 650 

and to nuea turniehed by llr. "-'1 ropre .. ntillg a liiiiUina 

liat ot n~wapepor editors - - - - - - - - - - - - - - - - - - 800 

Total 3,950 

• 

• 
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OOLD, AND !1m KOIIEY OF 'filE UNITED IIT.UI8 

An Addrell b)' Henr)' Korgentbau, Jr., lleoretar)' of tbe 'freae~ 
Va~ington, D. 0., Frida)', Ka7 3, 194<> ~ 

~ ""'"'..,_ ~' 
"\\~ooTo~ ~'\. +~ 

One thing rou will h&rdl7 need t o be told about owt""alon,•-

tarr e)'et•; that 1e, that the Allerioan doller 1e the ·~•t 

unit of ourreno)' 1n tbe world. It• nlue il unque1t1oned here 

at b0111t and 1t 1e not queeUo111d &nJVbere elee 1n the world. 

It 1a a 10l1d rook of strength and etab1li t)' llllid all the aone

tarr oontudon oreated b)' aggre11i on and war. It ie more than 

a do•1t10 ourreno)'; it hal beoome in the last few )'eare more 

and mol'll an international ourNnoy. People througbout the 

world wbo are driven b)' d1eaeter and fear to board ourreno)' 

prefer to board tbe ourreno:r of the Un1111d lltatee, wen the)' 

oan get lt . 

We have tried tbrougb aan)' aean. to facilitate et&bllit)' 

1n the ourrenoiee of the world. An ouhtandlng ex.pll 1e tbe 

Tripartite Aooord wllioh we initiated 1n llepteaber 1936. In 

all, llx of the leading ~ooraoiee of the world han IUll

•or1bed to the prinoiplee f that Aooord. Untortunatel:r, tbe 

progreu we were aa.lting 1n tbe field of international 1'1nanoe 

and trade hal been interrupted b)' tbe oataol)'ea in Europe. 

One of the aoet atr1lt1ng developaent• of tbeee reoent 

)'ean hn1 been the unl-ntraal oontidenoe 1n the Aaer1oan 4ollar 
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aa one ot the nrr tw oertain thillp 1n a h13hl7 11110erta1n 

world. 

45 

Solie ot our oit1&ena who ad!IU the et;Nngth ot the dollar 

and the vorl4 1e oontidanoe in our ourNM7 now 1111gpet tbat; 

oontidenoe in our dollar bu Nlllllted 1D thia OOWitrr reoei'linc 

too •uoh gol4. 

During the lut 6 reare we han aoquiN4 about 110 b11-

11one ot gold fro• abroad. 

lfh1 hu ao -h gold oOM to tbe UilUed 8tatee! 

In the tiNt plaoe, we ban llrPOJ'M4 -.nr b1ll~ou ot 

dollare' worth ot goode and eerrtoee 1n exoe11 ot the •oWih 

we have 1aporte4. 8eooll4lr, large •oume ot toNign tunde 

have oCIDe to tMe oountrr to be plaoed aD4 kept on depoe1t 

vitlh our banlta. rore1gnen han eent tbe1r twlde beN tor 

eatelteeping beoauee ot the peaoe, atabil1tr, &Dl ae~rlt7 

vMoh thU OOWitrT IDjOJI. 

Th1r41r, tore1gnen han Mde larp 1nv11aente in 

Amer1oan induetriee beoauee tbe7 NSar4 Allar1oan bua1Deee 

ae a eate and profitable inveet;Mnt. P1Dall7, Amerioane bave 

been vitbdrawing tbeir tunde fro• abroad and l!'lUdetiDI their 

foreign inYII'-DM in large auM beoauu tbe7 pretar tbe dol

lar to anr otber ourNDOJ. 

It 1a tor theee reaaone tbat we han bad eo large a favor

able balanoe ot ~ntl; it 1a tor tbeee reaaou tbat gold baa 

oou and 1e ooaunuing to oo• to tha Unihd 8tatea. 

Regraded Uclassified



4S 

- ' -
Gold •o•.. fro• oou.nt17 to ownt17 not u a -o41 t7 

bul: u a ••an. ot ~t, the one t1Dal •4J.- 1ibrouch vbioh 

international eettle•ente are -.de, 

The 0011t1Dued aooeptanoe ot the gold that oo•e here 1e 

the onlr eound oouree ot aotioa open to ue. 'l'bere are, it 

11 true, other ooureee ot aot1on theoret1oall)' poee1ble, but 

the)' would all baft 41eutroua ooneequenoee, 

Take, tor exuple, the pzoopoeal eo trequentlr -de to 

ue tbat we etop bu)'i.ng gold, It hu the ohenl ot aapl1o1t)' . 

All that we ban to do 1e to 1uue an .~propriate TreUUJ7 

order, But let • tell rou 'llbat 1 think would ~pen, Dol

lara abroad would 1natantl7 beoo•e ftr7 eoaroe and •ore ooetlr, 

and the toreiper would t1Dd 1 t IIUOh •ore upena1Te to bu7 

Amer1oan goode. r or exuple, the Br1Ueh pound, the OanadJ.an 

dollar , the rrenoh trano, the Dutoh guilder ~d at onoe 

ebal1117 .S.PNo1•'-· A obai.D ot toroee would be eet 1D aotion 

whioh would 41erupt our tnde, eerioul7 dJ.eooUI'act what re

-.ina ot world -roe and re110n fro• world n.-e b 

etrongeet ele•nt ot etab1l1t7. 

The oe .. auon ot gold purohuee would han the toll011'1DC 

three ilue41ate etteota ot great t.portanoe to 118 1 

Firetl.:r, the eale ot AMftoan p&'Odillote 1D toretcn II&J'kete 

would be IIIIAe ~ •ore 4J.tt1oult. !hie would not appl:r 80 

IIUOb to war Mhriale, wh1oh t oreip 0011ntriee want eo urpntl:r, 

but it would hit har4 our e:.;port ot llwl4re4e ot agftoultural 

• \' 
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and 1D4uatrial o-o41Uee not rtta1 to \be oOIIduot of 1:he 

war. We woul4 1o .. heart1:r 1n the ftl')' Mrbh w w1ll bll41:r 

need wbeD the war 1e Oftl', 

8eoon4l.:r, there vou1d reeu1t an t.M41ate nood of la

porte of oheapene4 foreisn goode, vh1oh vou1d dea1 aa eftn 

47 

aore eezo1oua b1ow to 1abor, 1D4uatr:r and AC1'1CJU.1ture 1n A8er1oa. 

The nr:r 1t•e vh1oh oompeta w1th our doMeUo pzooduote wou1d 

de1uge our ~ •rkete. Xeat and 4&11')' pro&tota, text11ee 

and hwl41'e4a of o\bltr arUo1 .. vou1d at onoe be WbJeoted to 

greatl:r 1ntene1fS.4 oa.pet1t1on fro• &broad. 

!h1rdl:r, A8er1oana vho haft 1nY .. 1aente abroad w01ll4 

f1nd ~t tbe:r bad euttered eubetanUal do11ar loeeee OYer

night Juat ae fore1gnera v1th 1nnetlllenh here vou1d t1n4 

tba11 1:he:r bad v1D4fa11 ga1ne oYern1c)l11. 

So :rou eee th1a e1ap1e reMd:r 1e, 1n effeot, a propoea1 

that vou14 oo.p1etel:r 41el'\qlt our foreign exoballeee and our 

trade and sreaU:r 1noreaee ~p1oY~~&n11 1n th1a ooun11ry. AD4 

eo w1th the other na1ft propoea1e which eo• wel1-•an1nl 

o1\1sene euggeet u a l'elled;r for our ao0Wiu1at1118 go1d etoou. 

8hal1 w follow tbe1zo a4Y1oe and out tha pr1oe tor goat 
A •oderate out voul.4 be 1neffeot1Ye, and a out 1n price euf

f1o1enU:r 1arge to haft a e1gn1t1oant effeot on the gold in

now would 1n11ro&aoe the eue oon41t1olle u would tollCir 

proh1b1Uoll of gold 1aporte. !hie eleo vou1d oauae a .. r1oue 

4eoreue 1n our tra4e an4 a b1g 1noreaee 1n ua.p10YII&II t. 
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Jhall we, as some haYe suggested, d1eor1111nate aga1nat 

oerta1n oountriee in our purohaeee ot goldt 8uoh a poliq 

would not enn haYe the rtrtue ot etteotiYeneee, 'l'be aot1n 

cooperati on ot praotioally the entire world would be required 

to preYent any one oountry 1e gold from entering the world's 

markete and reaohing the United States, Obrtoualy this would 

be 1JIIpoee1ble enn 1n normal tillee, let alone at a time euob 

ae thia. Bea1dae, the Ya1ue ot gold 1a proportionate to ita 

unqualified use and aooeptanoe as an international medium ot 

exchange. 'l'o limit ita aooeptanoe would mean to reduoe ite 

ueetulneae. 

There 1a ;yet another a1 ternatin Yhioh haa a1wqs bean 

open to ua. Ina tead ot taking gold we oould haft granted 

oredit. Amerioana oould again haft aooumulated huge unsettled 

ola1ma abroad. We haft had experience with that system - 

extensiYe e2Perienoe -- 1n the deoade that ended with the 

eoonomio ool.lt.PH ot 1929. It is doubttul t!lat Amer1oau 

would want to repeat that elq>erienoe. 

For the exoess ot goode we shipped and tor the dollar 

oredite we granted we haYe taken gold in the last six yeartt 

lnBtead ot promiesory notea. The phrase 1 good as gold1 still 

haa real meaning in the world. I pre fer the gold to pieo81 

ot foreign paper. I think 11oet Americana agree with •· 

Our gold pol1o:r 1a oaretull:r adJusted to the realit181 

ot a OOIIIplex world ei.tuation. There han been man:r gl1b 

48 
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•ua••UoDa tor ob.&DCiag that poUo7. &:ualD&UOD ot eaoh 

ot thell 1\lggiiUOIIa bu reTealed, U 11l the e:aapl.H I ban 

Mnt1one4, tba11 1Jl the effort to reaed7 tuo114 eYU.a ~7 

would bring on real 41auter. 

Ot oov:ree, •bolll4 bu1o oOD41U- altn, •bolll4 n be 

oontronhd w1 th DeY aD4 Wlfore111n eoonca1o 1114 pol1t1oal 

41Yilopmentl, thl govera.tnt W1ll n10111ar117 ~ IU~ 

aot1on ae wlll be11l prowot -'-r:l.oan 11ltere•••· It 11 to 

be pnpared tor IUoh oont111g111o111 tba11 thl ponre With 

'l'llpeOt to gold OPI'l'at10111 ban been apt tleld.ble. !111 

Treallll"J 11 OOnltaDtlJ obHrY1Ag, aDalJ&111g aD4 11ili4J1JIC 

tl» oour•• ot enDtl 1Jl their relaUOD to aODetUT :Pl"obl-

1n wh1oh th1l o01111tr7 11 1Jlter11ted. But noth1Jlg bal 7111 

appeared wh1oh would warrant an7 obanp 1n our gold pol10J. 

Tbere 11 onl7 one llou.nd W&7 1n wh1oh n oan work to 

reduoe tl» 1Jltlow ot gold 11114 110 Pl"Qaote the return ot at 

leaat a part of the wealth 1t repre1111t1 to 1111flll 1e'l'T1oe 

1n the lan1il troa wh1oh 111 o.... !bat Wl:f 11 to do eft'l'71lh1DI 

11l our power to oont'l'1but1 to the return ot peaoe to the world 

and to enoourap reoonltNot10D aD4 the r11toraUOD of nOif'aal 

trade. V1th the re1toraUOD of elll'lur1ng PI&OI 11114 eoonca1o 

•t&b111tJ abro.d the gold :problea Y1ll 1oln 111Hlt. 0111' 

great e:r;port eUJPlUI w1U drop - no11 beoaUM n lhal.l lall 

leu &broed but bloauM n •ball blq aore. FareisD OIIP111al 

w1ll be graduallJ repatriated - not beoa111e n 4r1n U 01111 
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but because it 11 attracted bolle b1 the reeaera-noe ot seou

rit1 abroad. OUr 1DTestare will onoe again 1nTest their 

tundl abroa4 - not beoaUM ot tbe soaroitr ot opportllllitr 

at boM but because ot greatlr enhanced opportunit1ee tor 

10und and profitable 1nnit.entl 1n other land•. And ti~l1 

our touri1tl will 1pend hundredl ot aillione more 1n tore1p 

oountr1ee. 

Theee are tbe denlopaent• vhioh will autoaatioall7 and 

gradually direct the tlow ot gold awar troa the United State•. 

'1'b11e are the denlopaent• upon which w IIUit oonoentrate. 

We auet oonoentrate on the praaotion ot tllrther reoonr7 here 

and peace and 11ourit1 abroad not in order to oorreot the 

gold lituation, but beoauee pro•peritr, peace and llour1tr 

are 1n theue1T11 the •uproeu end• ot gonmmental pol1o7. 

That their attainll1nt will all o 101 Te the world '• gold problea 

11 onl7 a b7-produot, but an iaP<Il"tant one. 

I should like t1nall7 to turn to the qu11t1011 ot the 

continued ueetlllneu ot the gold w han and the gold we are 

goiag to get. 'l'h1s 11 a ~~&tter that i1 troubling -e people. 

Let 1111 reu1ure you onoe and tor all. .t.e loDg u there 

are 1DI1ependent nat1one, and u l ong u there ie 1ntarnat1onal 

trade 1n gooob and •errtou, 110 lone will U be neoeu&rJ to 

little 1ntem.t1onal balance•. Gold 11 the international 

aediua ot exobance per exoellenoe. Ita aooeptabUitr 11 

uninreal; ita utilit7 a• international aoney eurrtTee change• 

1n eoonoa1o eyeteu. It 11 u11d and needed Just u auoh 'b7 

'· 

.so 
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tbe tl'eeet cleaooraoue u b:r ~ aoet l'ie14 41o'-tcmtblpe -

u INOb b:r oapihl1et aOODoaiee •• b:r eoolalut eoo-iee. 

It 1e the Nt'1ned 1DatJo\!Mat of 1Dtenaat1oa.al esobulp at 

goo4a and eernoeo, •• well ao an e .. eat1al 11lgN41eat 1D 

tbe aore ooaplex 1Dteraatioaa1 f1Dano1al traaaaotioaa -- an 

inetz-..at that hao tluloUoaed v1tboat ot.J.l.eage tor hwldrede 

ot ,.ara. l'fe1'7 tore13D OOilDtr, wiabea 1t had aON of it; 

ao foNi&D oo1111tr, l.U.o to loee &.117 of it; all ooantriea 

\Oouaulate 1t u eooa u ~:r oa11 afford -. do eo. ADA~ 

taot that ooao oo1111t't'1eo f1Dd 1t poedble to OOD4uot ~r 

1Dtemat1oaal trade without go14 dooo not MaD that tbt:r 

pNfer to do eo aa:r aoN tball people Nadiqr b:r oeadlelilbt 

do eo baoauae ~1 prefer oaa4lu to eleotnoitr. 

Gold doee not lo .. ita Yalue baoa111e ooae oo1111t't'1e1 ara 

foroed to reoort to ol.ean~~g arraac•c te, barter, 1aport 

ooatrole, aDd o~ auboU tube. Al.l theoe eUbot1 tuteo ara 

altll1ttedlr worae al.tenaaUno. 'l'bt7 ara Mtboda of ooD4uoUac 

trade and f1Dalloe vhioh v1ll 01111 be adopted vhOil a oo1111h7 

dou not poeoe .. adequate so14 l:lo14.1Dp. GoYo.,._ato retort 

wbGU:r to theoo oUbotituto Mtl:lodo for uopiAs a oountr:r'• 

bal.aaoe ot pafMiltl 1D equUibn• oal.:r du.nas t1Ma of sraat 

aDd prolo•d otra .. aDd inetab111tr, and 01111 whOD tor Olla 

raaooa or aaotber tbe7 haYa boon uneble to preYeat tbe loot 

of aoe~ of tbe1r so14 hol41age. Al.l oountriea woul4 like to 

han •ore pld, aDd tbt oouatr1eo 11bioh han tbe lout ara, 

10U wUl t1D4, ooantr1ea vhioh ara otn'f1Ds aoet to a44 to 
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t;Mlr pld bol41Dp. 'fhe:r do 10 beoauee ~:r maw tbat u 

a4equate IIUJIPl:r ot gold Pl'OIIOtel eoonca1o 1treasth •d 

turthel'l t11Wlo1al lt811U1t:r. 

to be eure, 1t the pol1Uoal p1oture ot the wol"ld lhoul4 

Wldergo a dN1t10 obange 1D the tutul'e, 10 tbat 1Ditetl4 ot 

t1tt:r or e1xt:r 1Ddepen4•t nat1one ~N ehould e:~:11t Cllll:r 

one Cit' two groupe do aiDa ted b:r l'llthle 11 pawer~, theA 1Dtel"

oat1onal 1il'a4e aDd t1m.Doe •:r u1u.e the obal'aoter ot ~~

t1o traAe. fl»N voul4 oeue to be 1Dc1Apen4ent aoaetar:r 

e:reteu, ae theN woul4 oeaM w be 1D"-Pelldent ton1p 

pol1o1ee. Balalloee between oountr1ee would be Httled u 

bal.anoee between o'Ul' 1tat11 .... nov eettled - that 11, b:r 

tranatere ot 4epol1te, t7n4er IUoh olrou.tanoee 1t a1F.t 

well be that gold would no longer be nMded. But under thoee 

o1ro~aetanoe1 lite would be eo 41tterent tbat the pou1ble 

lou in the •alue ot pld would, I • llll'e, be tbe lout ot 

our trollltle 1. 

O.rta1n go'f'll'llMntl aa:r bout ot 1bl 4a:r ¥be 1D4qedent 

deaoorao111 ¥111 41eappeer. I, tor 0111, ba'f'l no teer~ tbat 

e11.0h boutl ou be ..,_. pod. I • u oollt14ent tbat gold 

will oont1nue to be u11d a1 tbe •d1ua of 1Dtel'Dat1onal pa:r

•nte u I • tbat the aa,lol'1t:r ot oaUone will IUOoeed 1D 

aa1nta1n1ng tbe1r 1Ddependenoe. V1th the return ot peaoe 

and ot ncmul eoonoa1o aDd pol1Uoal relat1oneh1pe, ~ 

Pl' .. ent bal'l'iere w ~ tree tlov ot goode, OIIP1tal, •d 

eel"f'1oe1 v1U be graduall:r lawel"'d, aDd &old wUl 1Dentabl:r 

pla:r 1te 1n41epeuable role 1D aektng that reeult pou1ble. 
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ODe word aore - tile exoballp we •Ge M4 an llakiAa 1a 

return tor sol4 11 a 1004 bars&1JI tor Ill. It bal -ble4 Ill 

to 1aorea11 •plo:raent M4 reooYerr. It 11&1 a&4e po .. 1ble 

tbe utU1&aUOil of labor, oepU&l, •ob1ael'J' &ll4 I'IIOUN .. 

that WO!Ud otherw1ee b&YI beea 14le. We han e:qi&Dded ov 

nporte &lld euooureged our d-1Uo 1D4utrr. ADd, aoreonr, 

we han d thl •- t111e &OQ1l1re4 tile 1ate111 p~1oll a1eet 

1n the worl4. 

'l'bere an eoae e11loere people wt1o han beM 41e11urbed 

bJ' etoriee that thle oountrr hl4 a aolllt\al'J' po11or that 

threatene to 0&1111 1011 to the ll&UOD, It J'Oil •et IUOh 

people I hope rou w1U reu1ure tbla, You •7 tell tbea 

that the great .. t end riobeet oountrr of the vorl4 bee tile 

beet and eoun4eet aonetarr ,,..tea and that there 11 11.0 rea10D 

to tear that U will not reaaln eo11114. 

We oM feel entlrelJ' o~ortallll 1ll tha po1 .. ei10D of a 

~11 ot gold with wh1oh we OM Met tl&ture 4eaM411 oo our 

aonetarr eret• w1 thout anr 1hoolt to our eooocar. We oM be 

pzoepare4 lleo to Plar· tbe part we ought to pl&J' 1D the re

oonetruotion of the worl4 that aut follow the eenee~e11 

deetruot1.011 of war. 
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Ottiee ot the Secretary 
Secret Service Div1•1on 

To a llro. X lot& 

IIEIIORANDUII 

way s, u•o 

'Ire ha ... b.,.n a d'fi .. d that the 

Preoident 1e leaTint; Hyde Park t hio 

afternoon a.t three o 1 olook. Ti& 

Pennayhania Railroad, and will 

arrive in WaohiDgtoo tonight at 

tm o'olook. 
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TREASURY DEPARTMENT 

INTI:R-OI"''lC& COMMUNICATION 

DAft Jla7 61 l9lio 

TD 

....... 

According to Work ProJeota Adainiatration reporte, 
2,093,000 peraona were eaplo7ed during the weak ended 
April 24, 1940, a deoraaae ot 25,000 troa the 2,118,000 
pereone reported tor the prev1oue week, and ot 195,000 
trom the 2,288,000 pereona reported tor the end ot Maroh. 

Attachment a 

• 
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WORK PROJECTS ADMINISTRATION 
Nwaber or Worker• Employed - Weekly 

United States 

Week Endi ng 
1939-40 

October 4 
Oct ober 11 
October lS 
October 25 

November 1 
November g 
November 15 
November 22 
November 29 

December 6 
December 13 
December 20 
Deoe:nber 27 

January 3 
Janu:~.ry 10 
January 17 
Jenuo.ry 24 
January 31 

February 7 
February 14 
February 21 
February 2g 

March 6 
March 13 
March 20 
March 27 

April 3 
Aor1l 10 
April 1

2
7 

April 4 

Source: Work Projects Adm1n1etrat1on. 

Number or Worker• 
(In thoueande) 

1 ,S34 
1 ,S75 
1,S98 
1,901 

1,901 
1,929 
1,961 
1,987 
2,024 

2,075 
2,123 
2,144 
2,152 

2,160 
2,190 
2,222 
2,244 
2,265 

2,2gg 
2,306 
2,319 
2, 326 

2,323 
2,319 
2 ,312 
2,2gg 

2,2o4 
2,162 
2,llS 
2,093 
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WOU JIJIOJIIOT8 £llllll18ftA!IOII 
Juaber of Worker• ~7e4 - IOntblJ 

UD1 te4 Stat .. 

19'H 
Juaber of Workan 

(In thouND4a) 
. 1,569 Jul7 

Aupat 
llephGe!' 
October 
!IOY .. ber 
Deoeaber 

19,11 
Janu&rJ 
rebru&rJ 
Karch 
April 
)(q 
June 
J1117 
Auguet 
Bepteaber 
October 
NoYeaber 
Deoeaber 

19,9 
Januar7 
rebruar7 
Karoh 
April 
)(q 
June 
J1117 
Auguet 
Bepteaber 
Ootober 
NoYe•ber 
Deoeaber 

1940 
J&nll.ar7 
rebruar7 
Karch 
April 

Source: Work ProJeota A4&1D1etraUon. 

KonthlJ t1guree are weekl7 t1sur .. for tbe lateat 
week of the aonth. 

'l'he7 1nol\lde oerUfle4 an4 nonoerUfle4 worker•. 

1,~ 
1,"' 
1,~76 
1,520 
1,671 

1,901 
2,!>75 
2,1145 
2,582 
2,678 
2,807 
3.053 
3,171 
3,228 
3.,-o 
3,287 
3.094 
2,986 
3.~3 
2,980 
2,751 
2,600 
2,551 
2,200 
1,-2 
1,790 
1,901 
2,024 
2,152 

2,265 
2,326 
2,288 
2,093 
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CK 

Secretary of State 

rlashl.ng t on 

12091 hlay 6 1 5 p . m. 

GRAY 

BET lin 

Dated Jlay 6 1 1940 

Rec ' d 4:40 p . m. 

Uy r ep or t 1279 of April 2~, 19~9. 

59 

The 1:1n1stry of Labor has released figur es coveri ng 

unonployr.>tnt in the :'!Ei.ch up to t.pr<.l 10, 1940, which 

wert published in :.'IRTSCHAF'l' UNO ST.'.TISTI:': No. 7/8. 

On that date , thE nur.tbtr of unonploycd wao 1051 000, 

but only a ftw of thesE j obless wor!ttrs , the Labor 

111nistry states , conld bt considered n:> fUlly EmployablE. 

Tht major ity of thE l a tter oons!.stcd of "or kcr!l who 

hap-,mcd to bt uncm,loycd on the omsus day btc:lusE they 

\ltrt :~h1ftinc fl•oL' one job to another. 

Accor ding to the llinistry'" rt!)orts , the total 

number of unonployed rose mai nly as a r esuJ. t of the 

s evere winter f1•om 12e, ooo in Dcc e:mber to 2561 000 i n 

January. 'i'ht mn jorit:r of thts£ unemployed fol lovrtd out

door occupations , not:1bly the building trades . In February 

the labor offices wert ouco caaful in providing other 

Ttork for ~om£ of then£ unonploytd so that the total fEll 

to 1371 000 in Uarch. 

NK 
ws 

KIRK 
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JT 

S torttnry of Stnt t , 

1'/aohington. 

48 , May 61 6 

Drportm&nt ' s 

GRAY 

ANKARA 

DntEd Hay- 6 1 1940 

Rto ' d 4 : 47 p . nt , 

• 

.60 

Danish Cb::.rgE d 1Affal.rss rEqutsts that a liotnsE 

bt l. seu cd to . thE Guoro.nt y Trust Compo.ny of Htw Yorlc to 

pay 7 chtclcs, to.ch in thE nount of $225, drawn by thE 

Danioh Ministr y of FinancE in fnvor of Royal Danish 

LEgati on , Ankara. 

Pl tast EXpEditE rtplYo 

MACI!URRAY 

.nt : U!S 
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PAJIAPBJIA!& OP !'ILmRAJI BIIOEIYD 

J'ROIII AMJ!toaa Lll§aUon, 811'11, S.1\terl.an4 

DlHI ~ e, 1e40, 5 p.a. 

10. I :51 

OONni>Eift'UL. 

I reter to Legation'• deepatoh 110. 1898 4&ted 

rebru&r:r a, 1e~ and Lll6&tion' • dupatoh no. use 4&ted 

April :50, 19~, reportiDg illport• into 8W1turland ot 

bar• ot gold troa the U.s.s.R. wh1oh were Y&lued at -111~~et;r-t1Ye lt1llJ.on tr&1101 , and troa Genun;r wtuoh were 

Y&lued at tort;r-one a1111on trano•, dllr1ng the t1r•t 

three aonth1 ot 1940, and reeh1pa1nt to the U.s. 

Tod&;r I han learned, on exoellent authol'it;r, 

the following: 

1 . The GoYernaent ot Sw1t&erlan4 b&• reoeiYed 

ooapl&int• on this trattio troa rrenoh author1tie•. 

2. Earlier thie :rear the Jation&l Bank ot SW1t&er

land ende&Yored, without •uooe••• t o 41111U&de the 

Sw1u Bank Corporation troa handling traneaot10IUI 1n 

Ruee1an gold troa ~rae.n;r. 

:5. De•ent1on ot eub1~uant reeh1paente h DOW 

oonteaplated b;r the Allied author1t1ee. I gather that 

the .. re poe•1b1lit;r ot the oonteaplated aot1on aa;r h&YI 

etteot. 

IWUUSOI 
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OK 

Seorct ::.ry of St::.te 

lln~hington 

1210 , ~y 61 6 p. m. 

lly 116~, A·:r il 30, 9 ::. . m. 

ORAY 

Berlin 

Do.ttd Uo.y 61 1940 

Rcc ' d 5 : 45p. m. 

-'0~ TREI.SlBY FRO!" HEATH A!r.> ::'OR DEPA.1Tl:E!IT ' S 

INFORHAT "OII . 

Announconent vr.:~o r;tadc i n ycot£rdn:; 1 J •'l'tso of the 

forthoomine; flot ation of 500, 000, 000 rt:.r kJ of " l'::'\1o~1nn 

oonaol a" ::.t C9 3/'- benrl nii 1% inttrcs ·; to <lr. runortiz e<l. 

.t t the r ::t ' of z~ o year pluc inttre~,; anvin.?:s mal:in;; n 

n o. tur1ty of' op:>;-ooxinn.r.ly 28 ycaro , '!'hr. n'!\l bond issue 

•• <o~· thE fiUl"p>ot c:: ce>n~.,~.idnt .I'.G 'll~dium and ~hort 

tc~ debta or the Pru~ai~n St ::.tc nnd the presa onphaaizcs 

thot ! t dot" not rLpreaent en innrcaae i n the Pruas1:m 

debt t1hich h.:ls oho<m li ttle ohonc c in the :,>:>.st fen yc:>.rs o 

This bond iosuc is of i nttrcat ohl.tfly becn\13£ of its 

t crma rlh i ch nrc c onsiderably nore favor able to the iooutr 

thnn the 4~ -- 5 yeo.r bondo sold ot 99 nhich have btm 

1aaut<.l by the Reicha Gover nm ent a ~noc the rn!ddl c of l.lnreh . 

(?h e l a tter now liated on the cxohon;;t were today quoted 

o.t 

Regraded Uclassified



. ., .. . .. . . ........ . . 
63 I 

- 2-11210, May 61 6 P·~· rrom Berlin . 

!lt 99 3/4) . T;is loan repreoento a further step towcrda 

lo~er interest r ates on publi c loans presaged by gcntr<ll 

dtvtlopncnts in th~ monty morktt and in 

the recent reduction in thE Rtiohsba~s 

NK 
LidS 

KIRK 

particul:::r by 

rcd1soount r :1tc. 

Regraded Uclassified



lol1niater1o 

c!.e 

(ll-h'od f r oa Counselor lwlse of the 
J.r,.enti.De h'baa~ b)- l.lr. Jernato1A 
of the 'l'rea.vy e:a4 d1atr11N.tod by 
l.lr. Cochran'• otflco.) 

;tel~lot.ea Exterlorea y Ou1to 

'Z!Il: !W'IOJLL 
EX::011l'IW POc;:a 

co:rsiiERING, 

llu.eao a .urea 

ltq 6th. 19110 

That by Dooree N 6o . 569, of April 18th, 19~. it waa 

r eaolved to momentarily ,uopond the act1Titiea of accounta, the 

t rans!errillg of tunda, eJ>d realtta.nco of aecur1t1ea to the XiDgdotla 

of Dei!Jmrk and Norwa,y, with a rtow to aToid t he coapl1eat1on.a which 

oi ght ariae !roo .uch oporationa, owing to the abnormal aituatlon 

in which both countrloa a t present find themaolvoa; 

That , while thle eituation 1a exiot1116, and not e.llowi~~& 

a return to a normal ayaUm of pe.vmento '1!1 t h t ho Ki~~&doma of Den

o.vk and llorway, it 1a adrtaablo to adopt moa wrea which ~ penllt 

the e:recv.tion ot opera tions which cannot be pcatponed, and thet, on 

account of their d1 apoo1t1on , can be effected without eaua1116 the 

perturbo.tiona or compl1oat1ona, which by the abon-mentioned Decree 

be.a boon Dleant to be &volc!.ed; 

That the Central llank of the J.r<;enti11o llepul>llc h 1A 

a eond1 t1on to eon aider aAd dnly an.al.yze tho ~••• which .. ,. preaent 

t hQaolTeo e:a4 to roaoln the oituationa oot don, 

DE C R E 3 81 

Article lat . ()be power tc tho Central :Bank of the 

ArfiOntil>oo Republic to authorl&e tho o%8011t1on of the operotiona 

to 

Regraded Uclassified



- 2 -

t o wbicb the Decree B 6o.569 refere, &D4 which, on &cCo'IUlt ot 

their d.1apoo1t1ono CIUlliOt be pootpoud, ucl •:r be auaceptible to 

bel~ ettectecl without e&ue~ t he perturba tion• or complicat1ono 

11!l1oh baTe been meant to be avoided b:r ... t el Decree. 

J.rtlole 2nd. The Central llulc of the Argentine 

Bepubll o will inform the Execut1Ye Power, thrOIJ&)I the 111nhtr:r 

ot li~>~U~Ce , of t he "9.!>licat1on of the pr .. ent Decree. 

J.rticb 3rd. !he preoent Decree will be le~sed b7 

t he Seeretuieo of State of the Department a of l oreipo .Ltfeira 

ud r.oroh.i p, end of lillance. 

Article 4th. To be collllliWllcatecl t o whom it corresponclo, 

publhhed, delivered to l!ationel Bectotr:r end Official llu.lletln, 

end recorded. 

DEOlll:':l ll 61.707 

I 'r IS .A. COPt. 

It ia a trenoletion 
AU«Uot 6th. 1940 

Sipoedl OR.riZ 

Counteraiclledl P. Groppo 
I J.K. CaDtilo 

ss 
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TREASURY DEPARTMENT 

I~ OI"F1CC: COMMUNICATION 

TO Secr•tazT llorca~ 

"''"' ICir . Oocbraa C9NFIDENTIAL 
ShrllDC tell 110re \Ilea elz -'- to a aw •-7 .... low to4q, a• 

the to ... lp ezohep ..n:n reactecl to the pouUd.Ut 7 ot a ell1n 1a tha 
acaa.o ot _,. a:D4 \be pr08pect ot aa ~11• oa'bbo\ oriaia. Prior to the •• 
Torll: opeaiDC, a qu\&Uoa ot ).~7-3/16 •• rooot....t troa Aaft....S... !ha 
flrot rah 1a ov .... ~cot •• ) .116-l~, u4 'b7 _,lao U ha4 110'Nd. ott to 
J.l!;-1/~. !ha wl•• ot ti'841Jic •• nob ...Uer ctvS..C \ha attC'IIOoa aeuioa, 
aa.ct ctu to tha p....-acect Hl'11Gt&I1Ce ot 'bo:crert, ehrl ille ctoollaecl tbarpl7 to 
c1oae at the l ow ot 3 .~1. 

Sal•• ot opot at ... lillc 'b7 tha au reportille 'bezlka totalecl lo 685,000, 
rr .. t he t ollowiDC .,va •• : 

ltr c~rcial co~•r.~~.• .......••...•••......•••..•• • • ••• ••••.• It •':JJ. , uo.IU 

liT r orelp 'bub (:laroJM , :r... laet aact S...th Allerioa) ••.•.•. ·t~~~ 
· !otal .•.. • J 

Purch&au of opot at ... llDC _...n to lo ~15,000 , aa 11141catecl 'balowl 

Jtr ca-eroial collCerne • •....•...•.•••.••••••••••..•••.••••• • •. 1. 18S.OOO 
liT t oreip 'bub (:laroJM a:D4 South Jllenoa) ••••...•.••••.••• ·~~4,!~ 

!otal •••. • 

!he tollowiDC reportiiiC haaka aolct oottoa 'bWa totaliiiC lo 12,000 to 
tho BriUih Ooatro1 on tha baah ot tha attlolal rate ot ~.02-1/2: 

lo S,OOO 'b7 the Chaae laUOMl liUk 
3 ,000 'b7 the la\1-.1 01\7 liMI< 
1.000 'b7 the lull: ot llallattaa 

lol2. 000 !'otal 

!ha Oolaraa\7 !'ruat CGIIp.aT reportecl that U beet pvohaaecl lo S,OOO tor 
rorvarct clel1n1'7 ~ t be llr1\1ah Ccmtrol a\ ~.03-1/2. !'he tucte odll be ueecl 
to pq for ahlp11.,.h ot rubber. 

heDOh ir&IIOt a:D4 Caaact1aa ctollan M'Nil ott 1a ~th7 with et ... 1111c. 
The foraer uait touchecl a uw l ow ot .0193-1/~. !ha Cauct1.a ctollar cloeecl a\ 
16-3 /sf. c11aooua.\ . 

!he 'balca -k ! to aloe• at a low ot .1677. 

!ha o\her ~ C!UT&Miea oloaecl aa t ollowal 
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!he 7"8" qaota\lou reoe1Ted. troa Sb•Dih•' iodq renaled a further 
lmpro.,..at. !he raha were 4-13/161 apiaat the dollar, aa4 3-5/164 epbat 
otor11zlg, 

Va ool4 the tollow1ag uouah at t;ol4 to the benko ia41oated, to 'be 
added to thelr .-rked accouata: 

$1,500,000 to the Catral l!aalc ot u........., 
510,000 to the latloael lleak at llelgl• 

$2,010,000 !otal 

!l'he l'ederal Reoene llaak ot lev York reported that the laUoaal llaak 
ot Illdl.a, llomli&T, ohlpped $1190 ,000 1a gol4 troa la41a to the Cbaoe latloaal 
Balik, lew York, tor tale to the U. s. Aat&T Ottiee, 

67 

la a report troa the J'ederal Reeene llaak of Jlew York ehowiag 4epoe1ta 
tor the account ot Ada ae reported 'o7 the lev York ageaeleo of Jspaaeoe llaaka 
on lf&T 1 , such depoolta totaled $50,281,000, a11 1aereaoe at $11,734,000 dace 
the laat report ae of .April 24. liiCluded 1a thh total vera $29,36o,OOO ill 
depooih ld th the Yokohm• Specie llelllt, l:ev Yorlr:, 11114e 'o7 ih 'brallcheo 1a 
Chiu, and depooih ot $ll, 477,000 .-de 'o7 the heed otfi ce aa4 J&pa~>eoe 'braiiCb.ao. 
!l'ho 1aot-aenUolled 1tea eJq>erhaeed a11 illcraue ot $6,756,000 duriag the v eelr: 
ended lf&T 1. !he onrdratt of the head office aa4 Japueee 'brallcb.aa on the 
booko of Tokob•m• 1 e lfev Torlr: ageno;r vae $92,909,000, a11 illcreaee at $8,154,000 
a11lce .April 24. 

!he lloali&T ~pot eilTer quotation worked out to the equhaleut at 112.361, 
up 1/4;. Va 1ear~>ed that Oil SatuN.q t here vae a apeculatln fiurrT ill o1lnr 
in the lloab&T aarlr:et on nevo of llr1 thh precantiou in the Kedlterranean. 

!bora vao llO chaage i n the a11Ter pr1cu find ill L<>ndoll. !he opct aa4 
forward quotaUou were 21- l/164 &a4 214 reopectheJ.7, !he U. s. aquhelata 
vue 32.90; aa4 32.521. 

~ &a4 llaraan'o oettlea81lt price for foreign oUTer veo uacb.aaged 
at 34-3/4;. !he !re&IUl7'• purchue price tor foreign o11Ter w.o abo uaohenpd 
at 35;. 

Ya Mde ll1u purcb.aoeo of a11T&r totaliag 1, 254,000 ounceo uDder the 
SUnr Purcb.aoa .!.ct. Ot tb.io •ount, 200 ,000 OUilCeo repreoated ealeo froa 
ill'l'ento>7, llll4 the r.a1D1ag 1,054,000 ouncao collehhd of ll8V prodnotlon 
froa foreicn couatr1eo, for forward de11T81:'7· 

liT te1ephell8 tb.io aorniag lfr. Ellolr:e told •e that a o ot llq 4, t he Chaoa 
Bank reported the follow1ag llalaaeeo with U: 

State lleak ot lillooie, caob. accouat , $3,500 ,000 
State lleak ot lillaaia, lattero of credit, $6,9()0 ,000 
Mtorg, caob. acoouat , $1,100,000 
Mtort;, lattero of credU, $1 , 800,000. 

CONF\DENTIAL 
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fU pa-.1 ta4~~~q h&e liMa tor tl» lluoilla '-lao" to fool tao 
u4 tor acthitT to lot ap, •-..ee1• 11T ol- lludaa oopp ... }IVObaoH ~~a ... 
opparRtlT oMeecl.. !hh hao ro.altecl. 1a U.. ooaoelli.Jic ot lou .... ot Ol'ecl.l\ 
tor Ud• pupoeo. :Dvlac tho .... hoa .tprU 29 to llq ~ thoro -. pal4 tato 
the acoout of tba state Juk ot laoota $1,500,000 lP;r tba Moo Juk Oorpor.
UoD, lov York. Dvlac thh -• wool< t h - •• pa14 CIILt $750,000 to .Aatorc, 
$54<> ,000 to lothre ot orecl.U aa4 $)16,000 trautorrecl. to Jaro411T 1D Loll4n. 
'Du.rliiC the week .April 20 to 27 there •• ao t.port&Dt iii"'PIQ'IIODt. !ho ov.t
PA7111Dh lnohdecl. $1,~0,000 to Jatorc U4 $5)0,000 to lett .... ot or.Ut. 
Dvl.llg tho welll: .tprll 12 to 20 there •• all l~Oilt ot $1,700,000 ~ 
Zurich U4 out -pepch ot $500,000 to Jahre aa4 $275,000 to lothro ot 
crecl.lt. Mr. hob h aov lllkillg a c-oral oZMla&Uoa ot tho laul&ll 
ocoouat tor tho part eenral aonthe, :POIJ'l&e p&rt1w.lar att011Uoa t o tho t.. 
PA71111lh troa tho llwtoe Juk Corporation U4 tho loUor«a Juk. Bh ttrot 
t.puulOD 1o tbat theao repreaeJltecl. tho prOOIMI of oolU of COlA reeoi'l'ecl. 
froa lbl.aala. 

CONFIDENTIAL 
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TO 

"""" 

TREASURY DEPA RTMENT 

INTER..OFFICE COMMUNICATION CONFIDENTIAL 

OAT& M&)' 6, 194-o 

SubJect : 

Secreta~~~thau 

Mr. Haa'"-·· 
The Bueineea Situation , 
Week ending Ka)' 4, 1946. 

Conclusions 

(1) Despite the t ao t that no dynamic influence oapable 
ot initiating a strong business upturn baa )'et appeared, 
various evidenoee euggeat that a gradual improvement in 
business aotlvit)' ie about to get under VA)' : 

(a) Buei neae i ndloee have aoved eideV1ae t or a 
month or more. The Nev York Tiaee i ndex baa held tor 
5 weeks vithln a 1-point range . 

(b ) Nev orders tor steel and t extiles have again 
increased, and our weekly new orders index in the l ast 
tour weeks hal averaged g per cent higher than in the 
previous tour veeka . 

(c) Steel aotlvit)' increased l a st week in all 
laportant diatriota, and the eoheduled rate tor thle 
week is up 4.0 points further to 65.8. Steel eorap 
prioee have ahovn a general impr oveaent t or t he tlrat 
time elnoe laet Noveaber . 

(d) Despite the depreee1ng influence ot recent 
war neva, vhloh ie tending to reatrain busineu initia
tive, our index of confidence baa begun to iaprove. Nav 
aeourl t y flotations have alec inoreaeed aarkedl)' in the 
past month , an indication ot r eviving buelnees confi
dence. 

(2) While the rate of national income pa)'menta declined 
ln Karch, t hle vas due largel)' t o a decline 1n tara income . 
Despite this downturn, national 1.ncoae reaaina not tar troa 
the peak r eached laet December. 

69 
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Seoret&rT Xorsentbau - 2 

The preaent outlook 

Buaineaa baa reached a atage where baaio conditione faTor 
a r everl&l of the recent declining trend, but no dnl&aio influ
ence capable of initiating a strong buaineea improTeaent baa 
yet appeared. Furthermore, aentiment among busineaa aen re
maine oontueed and cautious, owing to the depreseing uncertain
ty created by recent war developmente, whioh ie having ita 
effect in retarding busineaa i mproTaaent . 

Nevertheleas, evidences appearing in varioue quartera 
auggeet t hat a gradual increase in induatrial activity ia about 
to get under W8J, and 1t ia quite poas.ible that J.pr.il a8J have 
aarlted the low point of the reoent bue.ineaa astbao1t. Soae 
nldence .in thJ.a d.ireotion .ia given by t he ateadinese of weekly 
bueineaa 1nd1oee during the paat aonth. (See Chart 1) The 
New York !iaea .index baa held f or 5 weelta between 92 . ~ and 93.8 , 
and Barron'• .index baa held for 4 veelta between 99.5 and 100.5. 
Pr loea of industrial raw aateriala ( ahovn on the chart ), which 
reflect changes in .1ndustr.1al deaand, have ehovn some increase 
above t he low level of early Apr.il . 

New orders .inoreaeinc 

Further evidence pointing to an improTing busineea trend 
18 given by our weekly index of new ordera. (Bee Chart 2) 
The coapoaite indu ron a.harply during the last week of April, 
due to i noreaeea in steel and textile ordera, which aore than 
orraet eoae decline in other ordera. !he ooapoe.ite vaeltl7 
index laat month continued to ahoY aeaaonal .improveaent, aver
aging S per cent higher dur.ing the 4 veall:a of AprU than during 
the previoua 4-vee1t period. 

Of especial eign.itioance in the preaent situation ie a aub
et ant1al improvament 1n steel orders, which apparently began 
even before the reac.1nd1ng of the recent $4. 00 price out on ateel 
aheete. Although the upward rev.iaion of prioea vaa annoUDOed 
in the afternoon of April 24, new orders reported by the United 
States Steel Corporation for the weak ended April 25 inoreaaed 
to 53 per cent of capacity fro• 41 per oant the previoua weak. 

Since buyers were allowed several daye to oover at the 
lover prioea , a eubetantial volume of new bueineee baa bean 
booked, according to trade reporte. The I ron Age aaye that 
the improved ordere of the paet week have ra.iaed total ateal 
aalea for April above the March level. 
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Secret ary Xorgentbau - 3 

The i mprovement in orders, however, hae been auoh aora 
moderate than t hat reeulting rrom the teaporary price cut in 
May 1939, partly because eteel oompaniee are aaid to r equire 
etrlotly that delivery on the lov-prioa or der• be made by 

. 71 

June 30. Since the automobile companies do not yet know tully 
what steel epecitioatione will be required t or the 1941 aodal 
care, it ia probable that preeent ordera Will be aoatly limited 
t o t hose required tor completing the rune on 194o modele. The 
pr esent bunching of orders, ot course, Will be at the expenee 
of new steel business that would otherwlee have been placed 
during the summer monthe. 

As an immediate consequence ot the improvement in ordere, 
steel activity increased last veek in practically all d1e
tr1ots, raising the industry operating rate l.S poi nt s to 61.8 
oer oent ot capacity. Operation• thie week are scheduled at 
65.6 per cent , a further increase ot 4.0 points. (See Chart 3) 
I t Will be noted that eome districts , such ae Youngstown and 
Philadel'lhia, have a.lrea4y shown exteneive improvement. The 
r ate at Pittsburgh , the moet i mportant eteel district, hae 
increased tor three weeks in succession and ie scheduled tor a 
further increase during the current veek. The rate at Buffalo 
th1a week will be 7 pointe higher, since the Bethlehem Steel 
Co~pany last Friday put three additional open-hearth furnaces 
into operation. 

Reflecting an increased demand tor eteel-~ng mater-
i ale, prices have shown further improvement . (Ref er t o 

The Iron Age composite price of ateel scrap baa 
cents a ton in the past two weeke, the first inoreaee 

ainoe early last November. 

Confidence index improving 

Despite the depreesing and contusing influence ot recent 
war news, which i8 tending to bold baok bueine8s initiative, 
t here i8 evidence in financial and trade circles that a gen
eral i .mprovement in domeetio business i8 looked tor in the 
months i~ed1ately ahead. As a ooneequenoe, inveetaent buying 
1n recent weeks hae been directed in somewhat greater volume 
toward second grade bond a, to take advantage of an improved 
outlook t or corporation profits, rather than toward high grade 
bonds t or safety . The relatively greater increase in pricea 
ot aeoond grade bonde hae brought an appreciable rise in our 
"index or oontidenoe.• (See Chart 4) 
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A .arke4 1AorMae 1A the 't'Ol.IIM of an t1D&Do1ag llb
wiu appeare 1D4ioaUn of 1noreue4 pabl1o oontU.eaoe. 
Total tiii&Jioiq durlq ,April 1noreaee4 Co a Cota1 of 
$303 ,000,000, aooord1ng Co Jotl'll&l of Oo-eroe OOIIP1lat1ou, 
as oo~red with 1143,000,000 ln Jlaroh, tile the new loneo 
eo tar han been larcel:r tor retull41ng plll'J)Oeeo, there hu 
been an appreciable ..,11Dt of new oapl tal l .. uae. 8Cook 
tinanolq in ,April totalle4 t77,000,000, U OOIIParN with 
$23,000,000 ln llal'oh. 

•uonal 1Aooae lower 1D llaroh 

72 

!he adJulte4 1Ddex ot nat1oll&l 1Dooae 4oo1.1Decl to tf{. O 
l n Maroh fro• the Pebrual'J flpre ot 84,4. !hlo 10 equ1Yalont 
to a reduot1on ln the annual rat e to t71.0 bUllono , u oo ... 
pared with $72. 2 b1ll1ono 1D Pebra&rJ. 

An anal:rau ot the tipree, howewor, obowe the cleo1.1De Co 
ba•e reeul tad U..Oet entirel:r fro• taotore not relatef. to tho 
bualneaa trend, OhietlJ to a reduotion in Ooweraaent paJMnte 
and orop loane to f~re. LeaYing out tara inooae, the lndox 
ot nonagrioultural lnooae -• re4uoe4 onl;r to U.3, troa U . S 
in February, 

rara lnooae in Maroh ... attootiecl b;r a re4uoUon in 
Governaent pa;r .. nte to $67 aillione, u ooaparecl with t98 1111-
liona i n Fabl'U&l'J. ,A daoline iD inooaa fl'Oa !&1"111 -.rket1nge, 
attar oeuonal adJuotaent, wao due 1D part to a oaal.ler ..,unt 
ot OOl'll plaoed under OoWer~~~~ent loan i n llal'oh, and in part Co 
a laaller than uollal lnoreue ln .arklt1np, 'llhll.e prloeo of 
eenral tara procluoto nre lower. · 

ID Cbart~upper oeotioa, we allow the trell4 of tara 
l noo .. (iiiOlu GoYornaent paJMnte ) bJ aontho thU :rear, 
ln COJIP&rioon with other reoent ;roare. !he aharp 4eo1.ine 1A 
tara 1Doo .. heo had ooae 1atluenoe on retail &alee of .. rohan
dlae 1D l'llral areu, 'llll.loh appear to ha•e obowa la .. tbaD the 
u•ual inorea .. during llaroh. (Bee lower .. ouon ot chart). 

ID .APril, the Bllreau of Agricultur al ll:ooaoiiJ.ol npeoto 
1nooae froa fare .arketlngo to follow the uoual oeuoaal 
deoline, and ooae illproweaent 1D eoonollio oond.ltioao affeotiq 
the daiU.Ild t or tara produote io expeote4 DJ •-r. 
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Seoretarr Xorgentbau - 5 

Sales leYel aupported b7 higb national income 

The national inooae eo tar baa reaained oloae to ua pealt 
reaobed last Deoeaber. On a eeasonallf adJusted bash, the 
March tigure is onll 2.8 per oent lower tban the Deoeaber pealt, 
while nonagricultural inooae ia onll 1.8 per oent below. !hue 
aoderste reduction• oontrast ¥1\h a 20 per oen\ decline in \he 
FRB i ndex or industrial production. 

The well-aainta1ned national inooae goee tar toward ex
plaining the current high 1 otttake1 or aanutaotured goode in 
the raoe or declining bueineea aot1Yit;y. An important supple
ment ary raotor, howeYe~, has been the increased exporta or 
manutaotured goode in recent months, vhioh haTe proYided Yalu
able aupport at a oritioal tiae . 

In which ooaparee our i ndex or ealee with the 
•ealee or national i ncoae•, we indicate b7 a &haded 
area the part contributed by export ealea t o the total aalea 
index, from Januarr 1939 through Karch 194o. 

Sustained ea~lOJ!ent in airoratt, aaoh1ne 
too a, and shipbuilding 

While total eapl oyaent in aanutaoturing industries 
declined contra-eeaaonally in March, reaulting in the layotr 
ot 55 000 vorkere (a decline or 0.7 per cent troa \he Februar7 
total!, t he airoratt , aaohine tool and shipbuilding 1nduetriea 
all continued to take on additional vorlters. The laat naaed 
industry has reached the highest leYel or eaployaent a1nce 
1921, and the o\her two 1ndue\r1ee haYS attained the higbeat 
leYele eYer recorded. Since these 1nduetr1ee ae euch are gen
erally excluded rroa the uaual indexes or industrial produc
tion, i\ ie interesting to note the g&ina that tbe7 haTe aade 
1n the past ;year, aa retleoted in the following eaplo;yaent 
and pa;yroll oomparieone: 

Per cent gain March 1939 to Karch 1~ 

All aanutaoturing 

Airoratt 
Maoh1.ne \oola 
Shipbuilding 

l!lllplo;yaent 

I 6.s 

/1111- .3 
I 55.1 
I 33.0 

P~lla 

lll.8 

/106.6 

~ ~:~ 
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All enoouragiq foatvo 1o tbat; al.l three 11141lotr1 .. baYo 
treaelldouo baekl.oga on ball4, t;huo pl'aoUoal.l7 aonr1q oont1n
ued oupport froa t;hooo 1nd1lotr1oo for 11&117 a ontho. Reoont; 
pr1Yate eotiaatoo baYO plaood tho baokloc in tho aYiation 
induotrr at; aroUDd 1700,000,000. Aa of llal'oh l, aorohallt; 
Yeaoel tonnage under oonotl'llotion wao 7~ por oont; aboyo 
March 1, 1939, and olll7 16 per oont; below tho booa lOYelo of 
Mar 1920. In addition, a hoa'I'J' Ull1hd 8t;at; .. k'I'J' prograa 
haa been under ~ for ooao U.ao. 'l'ho index of aaoh1ne tool 
bu1ldero' aotiYitr ill ~ oxoeodod ol1ghtl7 tho preYiouo 
peak eotabliehed in Doooabor 1939 and Janll&l'T 1940, and wao 
59 per oent aboye the 11l4ox for ~ 1939. 

Cawo41tl priooo lowr 

Prio .. of foodotan'o ae a Sl'OUP woro oubetanUallJ lover 
laat week, lod b7 a abarp dl'Op in wheat priooo, vbilo baoio 
industrial aat;erialo aot; good oupport; after their deollne of 
the preYioue week. 

The deollne 1D wheat prioeo baa been due, in an iapor
ta.nt degree, to the 11qu14at;ion of opeoulatiYe hol4ingo 
aoowaulatod during API'il. 011 the otrong wheat aarket; vbioh 
denloped during that aonth, faraero oold a oonoiderablo 
volwao of loan Vbeat; in a4Yanoo of the Apl'il 30 deadllno . 
llhile thio wheat -• bo.ing hodgod b7 aorohallto, it appearo 
that opeoulat1Ye bu71ng of tuturoo pl'OYented tba hodgeo froa 
depreuing tho aarkot;. Tho onont of th1o buring io ouggeotod 
b7 a ooatraooaoollal inoroaoo of 3).5 a1ll1on buahelo in tho 
outltan41.ng open illtor .. t i.a Vboat futuroo durillg April. •ow 
that t ho aarket; oituation baa tiU'IIod ooaowbat; lou ftlllah, 
the inoroaoed opeoulaUYo aooollllt io bog1Dil1ng to bo liqui
dated. 

~ futveo ware lovar laot wook on eot1aateo b7 tho 
Departaiiit of Agrioultve ill4ioaUq tbat; tho world nppl7 
of ougar io the oooond h1gboot; on reool'd . 

Thougb pl'iooo of induotrial aateriala ao a Sl'OUP wore 
little obangod, futureo of h14oo all4 wore lover. 
Hidoo were atrongl7 influenoed 67 an e t;bat; boot and 
ahoe protuotion bad 4ool1ned &harpl7 in Maroh. Oopper 
future• wore lowr largelr booaueo of fear of interruption 
of export;e to Ital7, vbich totalled 15,998 tone 1D. tho flrot 
throe aoath• of tho rear. 
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Secretary Morgentbau - 7 

Spot prices or silk and burla~ were higher. Bilk prioee 
responded to a repor~at Unitedtatee mill takings in April 
were slightly above Karch and more than the trade expected. 
Co11111entatore believe that the closing ot t he Mediterranean to 
British merchant ah1pa should have little ettect on burlap pri oea 
i n the United Statee, because aoet auppl1ae dest ined t or th1e 
country r ecently have not been going through the Mediterranean . 

Current busineae neve 

The New York Times i ndex or bus iness activity t or the week 
ending April 27 was again virtually unchanged, shoWing a decline 
ot only .1 from the previous week . This alight decline wae 
caused almost entirely by a greater t han eeaeonal decrease in 
electri c power output, which more than orreet gains in tive other 
components. The most i mportant gain attar weighting occurred i n 
•all other• carloadinge, which advanced oh1etly because or anrked 
gains in loadings or ore following the openi ng or ahipping on 
the Great Lakes. 

I n connection With the decline ot .5 in the index or auto
mobile pr oduction, a s a result or a slightly greater than sea
sonal do~~turn in actual production, it ie encouraging to note 
that the decline or 2 ,100 passenger oars and t r ucks in that 
week compares very favorably With t he drop or 15,220 in t he 
same week last year. High retail sales continue to support 
aut omobile production. General Motors sales during the second 
period or April increased to a daily aver age ot 6,300 unite, 
versus 5 ,900 in t he t irat period. 

Latest F. W. Dodge dat a indicate that the recent encourag
ing showing or private construction activity becaae even aore 
marked in April. Residential construction during the period 
April l - 22 showed a gain or 17 .8 per cent over t he correspond
ing period or 1939, while nonresidential const ruct i on (excluding 
public wor ks and utilities) recorded a gain or 2.0 per cent. I t 
t he U gures tor the tinal period ot the month ehould continue 
a t the level thus tar reported, private construction activity 
tor the tull month would total a little over $200,000,000 and 
reach a new high tor t he entire recovery period, the beet previ
ous figure being $195,000 ,000 t or April 1937 . 
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S T R I C T L Y C 0 N t Ill t I'~ 1/. L 
TREASURY DEPARTMENT 82 

INTER·OFFICE COMMUNICATION 

OATil 11&7 6, 19I!Q 

,ItO,. 11.-, Cocbrall 

llr. hoke te1epllolled. • at 10145 thia foreoooo t o ciTe • U.. f oUO'tliJic 
lll!orw.Uon 1J1 r ep.rd. t o \rueacUou with Ital7, aa reported '117 \be Cbaae 
Bank for lla7 4: 

Obaoe pa14 Swiae Balik Corporation, ZIIJ'Ich, $!)0,000 b7 or4ar 
of the Italian lxohan«e Inetltute, 

Obaee pa14 $210,000 to Swiu :Balik Corporation, Zurich, b7 
or4ar at the :S.U.Co 41 llo•, 

Obaee paid $59,000 to SocoJ17 .,..,....., b7 or4ar at the Buk 

of Slc1l7, tor tba acccunt of the Petrol...,. lnatltute at ..... 

thul.er oootirMd ore41t opened b7 \be I talian :lxobance I~>eti
tuta, the Cba .. :pa14 lletal fn.dere $155,000, COTerillc 6oo t01>1 
ot copp.r. 

The llanca Oo-rola1e Ita11ana of l ow Torlt drew a obeolt on 
Obaee for $85,000 to the ord.or of tho 71rat JatioDal ll&nlt of 
lluaton. fbia •7 beTa bun t or oil. 

fbe llanca eo-roiale I taliaza draw a obeolt Ol> Obaae 
tor $98,000 1J1 faTor of SocoJ17 ,......,., 

Tho Cbaae reported aa f ollowa with reapect to oparatiou o1> lettera of 
credit i ""-"' b7 U.. Obaae oa bebalt of U.. Italian :lxobal>p Inatituta, all 
traneacUona conr1DC coppera 

!larch 4 - Paid ll11>ae Pro4Doh $1,474,000 
llaroh ll - Paid lllnu Pro4Doh $322,000 
!larch 2l - Paid. 111nea Proacta $235,000 
.l.pril l} - Pa14 .I.Mrioan Metal $145,000 
.l.prU 17 - Paid lntorea L111He4, LCI>4n (a ••tal 001>0...,) 

$51,000 
.l.pr11 19 - Paid 111nu Prodlach $137,000 
.l.prU 26 - Paid .I.Mrloan S..Uillc 11114 llatill1llc $124,000 
11a;r 1 - PaU r.-.. • " Copper $515,000 
lle7 1 - Paid s:...,eoott Copper $248,000 (fh .. • \wo 

it•• .,... P"Tioual7 "PQrted In the total 
of $76},000,) 

lla;J 4 - Paid btorea L1111ted, I.o1>4on, $155,000, 
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no Cbaoe roportod tllat 411r1DC the *ole period 1lll4a:r rerln tlla7 
•cle DO oll&ll ~peato (aoa-do-atarJ) to copper pooplo dlrocU~ or 
to !low Tori< bu.l<o tor tho accoUIIt of copper people, 1a bebalt ct lto.l)', 
The obo.,. tlca ... o coatira \hot Ito.l)' !lao boea WT!ac copper aad petro-
11'1111 ortoaoin~. !hero 11 DO kllowloclco 1a bl.llldac olroloo ao to Clthar 
tbeoo parebaooo ba.,. booa .a4e oolo~ tor Ita~ ' • accoat or part~ tor 
Ge-. 

!he .h4aro.l boono Julr: itooU tocl&)' baa a oablo4 iaotractloa t..._ 
tho !aaea 4' Ito.lla, cl&to4 llaT ~ to ~ Cbaoo $5),000 tor tba acooat ct 
tho Itallaa lt"""""P Inotl t'lltl. S11oco tlla baluco of \be :&o.al< ct Ito.l)' 
with the J'e4aro.l •• cal)' $S7 ,000, tho ""' balaaco 11 aow ... .tacl4 \o 
$4,000. . 
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Excerpt frOM transcript Of nine-thirt7 group 
meeting held in the Secretar7 1 s office on Kay 7, 1940: 

Bell: 

H.M. Jr: 

Bell : 

H.~.Jr: 

Bell: 

H.V.. Jr: 

Bell : 

H. ti.Jr: 

Bell: 

H. M.Jr: 

Bell: 

I have some statistics on that gold matter, if 
you would like to have them. You sent a note 
from Chicago about checking the gold quarter 
balance. 

I said I forgot I was Secretary or the Treasury 
for two days and my son said, "rlo , daddy , you 
got up at 3: 00 o ' clock 1n the MOrning and wrote 
a note. • I got to •orrying about three or 
four billi on dollars worth or gold 1y ing in New 
York. 

Seven. 

And Greenland how Many hours Off? 

Well, this i s the s ituation . We have capacity 
in Fort Knox for about 15 billion dollars in 
gold and we have do~~ there about 5i or over, 
so that we can still store about 9 billion and 
a half in gold. We hove in New York on May 3 
seven billion nine, but there is maybe a half 
billion of that in the works , refining and so 
forth, so we have somewhere in the nei ghborhood 
of 7l billi on that we could shi p. v:e have MOney 
in the budget that would enable us to ship slightly 
over a billion dollar s , so t hat t here i s something 
over 6 billion that will remain there. 

How :1111ch will it cost? 

It will cost about a billion and a quarter - a 
mill i on and a quarter to s hip the six bi lli on 
dollars down there. 

Well , I want to ask - I want enough money to 
ship 9 billion dollars . 

Nine billion dollars? 

Sure, for the f i scal y ear. 

Everything that comes in. 

Regraded Uclassified



B.I.Jra 

Bella 

B.II.Jra 

Bella 

GraYeaa 

B. I.Jra 

llbitea 

B.II.Jra 

lh1tea 

Bella 

lh1tea 

Bella 

B.I.Jra 

1b1tea 

Bella 

llbitea 

B.ll.Jra 

11b1tea 

B.ll.Jra 

-2-

IIJ.cht. I waDt to write a ht tu to tlle Prea1-
dtat md cet hill to otq u. 
I auppoae 1011 han quite a lot or cold 1D Ph1la
delph1a, also. 

We ba•m't. 

.8aYm1 t we? 

lo. 

Well, I would aak for mouch to .on tm. 

Im't the quat:_ter precmt autout1callT auppoaed 
t o be used for that? 

lo. It neYer baa, .Bar17. 

I thoucllt it wes suppoaed t o coY• expense a. 

J. quarter percmt go .. into tbe frtaiUJT now. 

But 10u spoke of an appropriation. 

88 

!his ••an• an appropriation and we put in, aa I 
recall, a half •1111oD dollar• to .Ue up the 
two hundred and we had a hundred tbouaand h11Dc1Dc 
OYer and t bb CiYII Ill about t315,000. 

I think 1011 are wrcoc. II there a dollar for 
-to-n &DT cold todq? 

I wu 'IUider the 111preu1co that we apolte of that 
quarter percent purchaae and aelltnc price t o 
coYer expmae. 

Bandltnc eharc••· 

Well, I thoucht handline ch&rc•• -

In and out of lew York. 

I didn't know that handl1Dc charc•• were ceo
fined to that. 

' 
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Belli 

White I 

Belli 

Wh i te: 

Cotton1 

Belli 

B.Y.Jr: 

Schwarz: 

B.II.Jr : 

Bell: 

H. '4. Jr: 

White: 

Gaston! 

White: 

Bell: 

87 
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Handling charges are supposed to be the mint 
charges, but even t housh we get the quart er or 
one percent, i t goes into Tr easury as aiscellaneous 
r eceipts and we would sti ll need the appr opriation. 

Would you, if you regarded handling charges --

Yes. The mint expenses come out of an appropriation. 

And that quarter percent i s treated, then, as 
purchase profit? 

l~y should i t cost a million dol lar s to move a 
b i llion dollars? That seems high. 

Well , i t costs about 19~ --

It goes to tbe Post Office, that is who gets it . 
They move i t . We pay the Post Offi ce, for i t goes 
parcel post insured, doesn't it? 

Regi stered . 

We went over and over this originally and when 
we got all through and done, it was the most 
economical and safest way to send it, parcel 
post, insured. ~here i s a whole company of 
soldi ers goes with it and Secret Service. They 
have a chartered train and everything else. I 
would like to have enough for ten. I will take 
it over to the President ~self . Would you fix 
i t up today, Dan? 

Yes, sir. 

It is the height or stupidity when 1t costs a 
million and a half dollars not to r e110ve ten 
bill i on dollar s to a place of safekeeping. 

I was still a little bit troubled how you would 
Justi fY a handling charge and then have a seP
ar ate appropriation. 

It i s like all other Government charges, nine
tenths of them go into receipts and then they 
have to be appropriated out, no matter what the 
basi s for the charge i s . 

All right . 

The only excepti on is silver. 
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!loll I 

Bell i 

Cochran a 

a.M. Jra 

Bell: 

H. loi. Jra 

Cochran a 

B, M,Jrt 

Coohranz 

B. ll . Jrz 

Cochran• 

B.!II.Jrt 

Coo brant 

H, M, Jrz 

ltlotr. z 

CochNnl 

KXCKRPr PROM GROUP DB'l'DfO OP IIAY 7 
91~ a ••• 

You asked me to brina up tbia latter tr<a 
Pineent and the aotion tnat the Britiah oon
templa ta taking 1!1.ureda7 o t thil week. 

Do I have to do an,.th1ng, Dant 

I don ' t believe the Tre&aUl')' neede to do &Jl7-
th1na, do 7ou, Kerlat 

I would ea7, "'fo oo-nt. • 

Wondertull Clan I have it back! 

Yea, air . 

Thia 1a a •morandua trctD Pinaent, Ma7 4, 1940, 
to me, Will you ( !Ill', Cochran) tell !Ill'. Pinaent, 
"Ho OOP'"Wit"t 

Yea, air . 

Have you given a oopy or t h ia to xr. Bull! 

No, eir, I haven ' t , I aaked Pinaent laat nignt -
I aaid, "Have you taken thia up with &Jl7 other 
department? Have J'OU llllntioned it to !Ill'. Bull 
or the SEct• Be aaid, "'fo. • They treated it 
aa a Jlli.tter between the 1Un1atera or Finance. 

Bull - and a letter to go with it - and one to 
xr. Jerome Prank. 

You want them taken overt 

Jfo. 

1!1.e7 are tl'71ng to get deoiai ona toda7. 

J\lat call th- up and tell th• I have no oo-ent. 

Can I have that' baok when 70u are t1D1ahedt 

You keep thia i t 70u wieh , becauae I have a OOP7 
ot it. 

88 
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H. M. Jrs 

Cochran I 

- 2 -

One to t.lr. Bull and one to Jerome Frank, and 
you might as well send one t o Mr. Eccles , too. 
Don' t you think Eccles? Not 

We haven 't been consulting h 1111, but I did men
tion those two to P1neent l ast nignt • 

• • • • • • • 
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we ere f aced by a serious problem arising 

from the Oormun invasion of Denms T·k and Norway ·•hich 

might in certain circumstances beco•ne i...meneely more 

acute . The Gennana may lay hands on large quantities 

of securities aaleable primarily in the London marke t, 

and i t is ob•ioualy essential t o exercise every measure 

or precaut ion to prevent ~errnany from obtaining finance 

by engineering ealee th~ough neutral int ermediarieR. 

After full co~sideration we find that the 

only prac t icable method is to make all sales of 

securities in the United Kingdom by non-residents 

subject t~ license . SUch license would normally be 

given when it ia shown to the satisfaction or the 

T.•easury that no benefit direct or indirect is likely 

to accrue to the enemy. 

we have prepared the ncceaeary regulation 

and may put it into force at very abort notice. It 

would be accompanied by a public atatemant to the 

effect that licenses to sell would normally be granted 

as stated above. 

The Chancellor or the F.xchequer would l ike 

to add as s personal message that he trusts t ha t Mr. 

~orgenthau will realise the importance of securing 

the ends towards which this step ia directed. which 

justi fY the moaaure of incoOYenience t o •hich non

residents will inevitably be put. 

we should oppr ec1ote a very early reply as 

the r egulation moy in fee t be cnade on the 9th instant. 

ll.ay 4th, 1940 
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CONFIDENTIAl st 
Contidtnt1al 

PARAPHRASE 

A t elegram (no . 151) ot May 7, 1940, trom the American 

Embassy at Peiping reads substantially ae follows: 

Present alump in foreign exchange value ot Ch1neae 

national our renoy at Shanghai waa reflected in Peiping 

on May 6 in t he following unprecedented open market quo

tation tor Federal Reserve ourrenor: buying and selling 

rates t or United States dollars one equaled respect1•el7 

Federal Reaerve Bank dollara 22. 35 and Federal Reserve 

Bank dollara 25. 10. This ciroumetanoe ia due to the 

deciaion made recently by Shanghai contr ol banka to ceaee 

t hei r support ot the Chinese national currency and to the 

reported exhauation ot the Br1tiah stabilization tund, 

in the opi nion ot the manager ot the National Cit7 Bank 

in Pe1ping. 'rhe Federal Reeerve Bank dollar in Pe1p1ng 

ia now at a nominal three percent d1acount against north 

China •rapi1 • 

• 
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MIT 7, 1940. 

'l'Oa SeoNtary lloraeuthau 

P!Dia Jlr. S'Cllll'ftll 

SUBJICTa Belatiaaahip of Appropriati- to lblpt. 
ktiaat.M u of J(q 7, 1940. 

1 . ll1.lU puM<I. by s-te aD4 lio'ClH 
aD4 •111*1 by tha Preew.nt. are 
belcnr bwlcet. •tiate by •• ••••••••••• I ll1,807 ,826 

3· BUle puaed by SeDate and Botaae aD4 
DOW in conference beoauee tiM two 
br&Mbee do DOt OODOUI' in -t IMwJ 

(a) llouee t1gure 1a belcnr buda-t 
.. tt.ate ·b,r ••••••••••••• •••••••• 88,977,834 

(b) SeDate 1"1111N aceed8 
badcet wtiate b7 ••••••••• ••••• IS"f, "'~ d.rr 

4. ll1.lU pueed by lloue aad DOt 71t. -.ot.ecl 
1IPOil by tha SeDate .... belcnr badcet. 
.. tt.ate ••••••••••••••••••••••••••••• 69,6?,,361 
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RE ANNENBERG CASE 11'7 7 ' 1940 
llt OO a.m. 

Present I 

!!. !(. Jrt 

llel ver1ng: 

H. M.Jr: 

Helver1ng: 

H. IJ . Jr t 

Sullivan t 

Fole:r: 

M. !t . Jr: 

Helve ring I 

Mr. Helvering 
lolr . Gaston 
Mr. Sulli van 
lo!r. Pole:r 
Mr. Wenahel 
!Ar. Bell 

All right, go ahead. 

Mr. Secretary, I wanted to :nako a report on the 
progress we have made in the Annenberg case. 
Immediately after Mr. Annenberg plead guilty, 
the Court stated it ~anted to make a report back 
1n two weeks as to what progress we might J:lake 
with a settlement as to tax liability. I don't 
know why that was done, but he deterred sentence , 
as you know, ~mtil the 23rd of this month. 

(lo!r. Bell entered the conference) 

I thought this was important enough, Dan, that 
you ought to know about it. 

Vlell , these various companies owned by Annenberg 
were 84 in number , scattered over the United 
States, and there had been no cooperation on the 
part of the Annenberg interests with our investi
gators to get at tax mattere. When this order 
was issued he plead guilty and I ca1led the 
auditors and the specia1 agents down to my office 
and lir. Wenahel and I bad a talk with them and I 
told them I wanted them to have the tax set up 
1n excess or 20 mill ion dollars. 

And you (Sullivan) laughed at me When I said the 
policy of the Treasury is to ask four times what 
we expect and settle tor 25 cents on the dollar. 

I am still laughing. You have only heard part 
or his story. 

Pitt:y cents on the dollar. 

Twenty-five cents on the dollar. 

In that computation there were m&nJ duplications 
ot unexplained items which were charged in one 

' 
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Foley : 
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- 2 -

or more compani es. I tol d them I wanted every 
one of those ferreted out and taken out of the 
computation. Then there were a lot of unexplained 
items which, like some attorneys • fees and ex
penses that run into consi derabl e money , needed 
only a matter or explanation. Some attorneys ' 
tees were a llowable deductions and some of them 
were not , Well , they couldn ' t ge t explanations 
on all of these so the}' lett them ln . VIe got him 
down to what they ?resented to me when they 
started the conference a week ago !londay, and 
that was a net tax figure of 11 milli on 734 thou
sand, 

In the hearJ.nss there were some other i tems ex
plained, like the Cecilia Co:npany. We assessed 
them a tax of 351 and charged f raud on that i t em. 
I don 't bel ieve ~~ere i e any fraud 1n it . I 
don't think 1-(r . '':'enchel does and I don ' t think 
tho Department of Jus t i ce does , so that was a 
considerable i tem of penalty. 

~~en there is a Canadian corporation or a hol ding 
company in this country which supplies the money 
to the Canadian corporation, which, by the way, 
they bad taken Secti on 220 and extended i t back 
over the ol d years and it brought up a tax of 
more than the inco~e of the company. On that, 
Ur , Secretary , I just told them to make an arbi
trary adjustment on that and told th~ that that 
l ooked so ridiculous on the face of it - and I 
don't think 1t could be done anyhow, so that cut 
or anot:ne r six hWldred thousiUid dollars . 

We had conferences las tina ll!onday, Tuesday, Wednes
day, ?riday and Uonday of this week, Yesterday 
afternoon the confe rences wore with the chi ef 
attorney for ll.r . Annenberg. Mr . 1'/enchel and my
self and Mr. Ki rkland. He had made an offer 
when we s tar ted these conferences shortly after 
I gave him this 11 mill i on f i gure . He had made 
an offer of two million and a half, Well , I 
told h im that we weren ' t goinc to consider that 
at all. 

Frivol ous. 
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Helver1ng: 

H .~ . Jr: 

Helverlng : 

H .~.Jr : 

Helve r ing : 

!i. !!,Jr: 

Helve ring : 

'iienohel: 

H. l!, Jr: 

Sullivan: 

H. !.:. Jr: 

- 3 -

Yea, I told him it was frivolous and eo forth , 
I think what he hated waa When I told him it 
wasn ' t an honest attempt. Y/ell anJWay, we 
thrashed out over several daye these various 
itema and taking the indictment figure on 
J.loe Annenberg , which amounts to four mi.llion 
422 thousand in the previous years before the 
indictment years , that amounts to something 
like 937 thousand, and with these various cor
porations, we have reached a figu.re of sanething 
a little 1n excess of nine mi.lllon dollars. I 

can give you the exact figure , 

I am going to interrupt you. Do you eJq>ect me 
to say yea or no todayT 

No , I just wanted to know mat you thought . 

Because I told Bob Jackson I wouldn 1 t make any 
commitment until I sit down with hio per:sonally. 
I am not going to do anything until I :sit down 
with Bob Jackson. !iine million how 11111ch? 

There may be 30 or 40 thousand, because there 
are two or three item:s not yet computed, but 
I gave 1n round numbers yesterday nine mi.llion 
200 thousand as a basi s with which we - if he 
could arrange for hio clients to talk about 
that , we would talk to them about it. Nine 
million 200 thousand. The figure 1a nina mi.llion 
167 thousand. 

For my purposes, nine million plus. 

Yea, 

This has bean reported or will be reported to 
Mr. Jackson just ae soon as he gets 1n town. 
Sam Clark wUl report it. 

Let me just start, Are you (Sullivan) for the 
nine million plus f iguret 

Yes, I am, sir. 

Are you recommending itt 
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Sullivan : 

'! . !·! . Jr : 

?ol ey: 

- 4 -

Yos , I am. I haven't heard anything about thi s 
until thi s morninc , but i f t hat is what they 
fisure out es wha t he owes , that is vhat I think 
he ought to pay. 

How about .you? 

'l'ha t is probably a l1 t tle above v:hat you are 
t;oing to get, ~lr . Secre tary. 

That is beside the point. It we can get nine 
million plus, do you think it is a good settle
ment! 

?ol ey : Oh, sure I do. 

P. . l: . J r : Do you know much a bout this , Herbert? 

Gn•ton: I don ' t know anything of t he figuros on the thing . 
I am just takin5 what Guy snys there . There will 
be probabl y some corrections of fact lat er on, but 
I th i nk we shoul d stick pretty determinedl y f or 
what the facts show, 

l!olvori nc : Viall , I want t o make this as a lump sum - -

H. :·. J r : Bell r.ants to know whether t h is incl udes the 
penalty. 

·:el ver1.ng : Yes . 

Fel l : That is the total ~ount due , then! 

~oley : It would be an over- all settlement , i ncluding the 
year '38. 

~elver1nc : Yes . Now , we don't want to make this , as I say 
whoever menti oned t ho adjustments . I •tant to 
make this as a l ump sum settlement and of course 
their privilege of t heir suggesting and sending 
out t he tax on these companies , becau se some of 
them pay better than others , so I want to - -

H .~ . Jr : Are you going to get a lien on the Philadel phia 
paper? 
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Helver1ng : 

H. li. Jr: 

Helver1ngl 

Wenchel : 

R. K. Jr: 

Helveringl 

s .w. Jr: 

Helvering: 

H.!i.Jr: 

Helverina: 

Wenchel: 

B. li . Jr: 

Wencbel : 

H. M.Jr: 

Wencbel: 

Helve ring : 

ll'enchel: 

B.M. Jr: 

Bell: 

H.II.Jr: 

- 5 -

Wbatt 

They say ther can't pay an,. such sum, althougtl 

he did 1n his computations get ~ to - -

Five million and a halt. 

How about a lien en his Phi.ladelphia papert 

or cou.rse , it they can get all the mone,. and 
pay it, we will have no chance to do that . 

It you can ' tt 

They will have to put up a collateral. 

The Philadelphia paper ia a good bargain. 

The y ••'1 notJ they aay it ie a White elephant. 

They made $385, 000 tor the laat 7ear, clear. 

Be paid 15 million tor it. 

No, that is what they say, but our figures don't 

show it. 

V~t do you think be pa1dt 

SomeWhere b etween ll and 12. 

I think 1t he can' t pay it, it would be nice 

to have a l ien on that. 

Well , or course it be comes in and sa7a to ua -

1t be agrees --

l'le are onl'J carr.,-111g it at s1Jt and a halt million. 

I still say it i s a good aaset. 

385 nett Pour percent net, that 1• a nine m1ll1oo 

dollar investment. 

How auaht 
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Belli Nine million. 

Ga st on: If you gat Justice to ease up on the wire 
oerviceo, they would probably be willing to 
sell it for the nine million they can make in 
a few montha. 

H. II.. Jr: SllmlllY K1aws says that racing oheet i8 a good 
pr ofit even when it is run honestly. I think 
he says i t makes a million and a half a yea.r , 
e ven when it is run honestly, so --

Rel veri n g : Of course you must take into consideration , 
Wr. Secr etary, the s e coopanieo and Annenberg 
b 1J::Jself pai d 10 million dollars over these 
yearo already. 

!l. \l . Jr : Well , let me - if this 1o what this meeting 1a 
for and i f everybody 18 in agreement - you started 
w1 t b 20f Did you tell them 20? 

Helvering: Oh, no . 

Sullivan: 

Fol cr : 

!l. !.!. Jr: 

3elver1ng : 

B'. Y. . Jr: 

Helver1 ng : 

Foley: 

!l .~. Jr: 

Tbnt i8 why I was correcting you on that. You 
noti ce the way they started. 

They started around two and a halt. 

nhere did you start? 

~ey knew that the a gento 
about 23 million dollaro. 
course, they knew aloo i t 

could put it up to 
They knew that . or 

waa erroneous. 

l'lh7 d id you want to see me this moming? 

11ell, because I can't talk oettlement to them 
unless I know that the f i gure that I am talking 
about io agreeable. 

You can ' t talk settlement to them on the nine 
million plus until I have talked to Bob Jaekoon. 

Finally. 

No, I mean at this stage. 
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Helve ring : 

H. !4. Jrs 

Foley: 

ll , L!, Jr: 

Fol ey: 

H . J~ . Jr: 

llel varing 1 

I! , L Jr: 

Hol ver1nc : 

c . :~ . Jr : 

Helve ring: 

H. 1£. Jr: 

Belver1ns : 

H, !>l ,Jr : 

Helvering: 

H, w. Jr: 

Helveri n g: 

Bell: 

- 7 -

rlell , of course we have not finally closed, I 
made it very dietinct to h1Jn that any figure we 
suggested had to be approved all along the line . 

No, but at this point - ia Jackson in townt 

100 

He waa supposed to get back to town this morning. 
Guy is higher than the Juat1ce f i gures , !Jr. Secr e
t ary , ao you dan 1 t have t o worry with being lower 
than they might be. 

Well , I made t he offer to sit down with them and 
I want to keep my offer . I am goina to say to 
t hem that you ere s i tting down with the attorneys 
this attemoon 

No, toJ:lOrrow, 

flhy all the hurry today 1 then? 

Well , I have got --

\'/hat are you going to do this nfternoon? 

I have got to make all these new computations on 
thes e compani es now, in order to - -

Our f i gures are roughly nine million two and I 
want to know - ;and that is an over-all figure . 

Yes . 

Lump sum figure , 

All the last yeara except i ng 139. 

Prom when to whenf 

From 1923 

Through 1 38 . 

Yea. 

139 isn't settl&d yet, 
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\,enchel: 

Hc lvorl ng l 

1·;onchel: 

IJ.:<. Jl· : 

!iolvering : 

H. t: . Jr: 

liel vering: 

Foley : 

H. ""' . Jr: 

Foloy: 
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No , i t has to be l i tiga ted. Of course, J usti ce 
would be willing to accept ai x mill ion. 

\'/ell , I think that only means up to 1 36, waen • t 
i tY 

I - -

Seo 11' I have leamed my l esuon. You T;s.nt to 
s 1 t do'l'lll w1 th Kirkland tomorrow and you want to 
be prepared to say t hat the Treasury 1s willing 
to s e t t le for 1 23 to 138, inclus ive , for nine 
million two, a pproximately. 

Yes . 

A lump sum f i gure. 

Yes . 

101 

I want to a sk the Attorney Gene rol 1f that figure 
is a greeable. Is that r i ght? 

That is right . 

lms anybody 1n the room hero got any doubts? 

'lbe onl y doubt I have is that you're eoing to get 
nine, two . I don ' t t hink you are goin(; to get it , 
but I think i t is a very good figure to u se as 
a basis for oompromise. 

!!elvering : 1/e would ge t a darn s i ght more than nine cilllon 
two if we would litigate thi s thing clear tbrougn 
two or three years from now. 

Sell: Why don ' t you thi nk we will get i t , EdY 

r'ol ey: 

Vlt nche l : 

H. !!, Jr: 

I don't thi nk he can mise it . 
peop le in the country that can 
just like that . 

There aren ' t many 
rai se that money 

He can rai se somewhere between s i x and seven mi l lion 
in cash and that is all. 

17e can reach Jackson through the tel ephone conpany 
or at the Banlt of Jamestown, !lew York. 
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Fol ey : 

~ullivnn : 

t'elve r1niJ I 

! .n. Jr: 

:'ol ey: 

!!ell : 

?ol ey: 

~•elverinc : 

Oo:st on: 

~:enchel: 

Foley: 

l'lenchel: 

l!el verinc 1 
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There aren 1 t five people 1n the country that 
can put the i r money up that way. 

I can't. 

l'ioll, I am in no frame of mind to accept l ess 
than nine million dollars at al l . 

Good f o r you. 

I think Guy has done a s>~ell job and I think if 
Justice had conducted thes e negot i ations as th ey 
wanted to do , I don 1 t think we would be anywhere 
near n ine million dollars. I t hink they ~ould be 
c=ins to us with a f igure of around six million 
and reco=ending that we accept it. t.!aybe less · 
than t hat. 

Justice would be doing that? 

Sure. Sam Clark came over to me and he wanted to 
have these negotiations over in Justice and I 
told him that we wanted t hem in Guy ' s office . 
They claimed that this wo.s their case and we 
referred it to them and it was a litigation and 
i t was up to them and I said t hat Guy knew more 
about the s e th1n~s than he d id o r I or anybody 
e lse, and I d idn' t t~t t he l awyers ought to 
nesotiete this at all. I thou.&ht Guy ought to 
go ahead . 

102 

\~e have included a net worth of 18 million dollars. 

\~t we referred to them was a criminal case. 

I saw 1n the Phile.delphi& Record i t was s ix and 
a he.lf million. 

They were nice people . 

Oh, yes. 

ot oourse, you knovt, J.tr , Secr etary, that several 
millions of that is 1n properties that we have 
taken a very creet reduction on, but very gpod 
properties, like 1n l!il waukee an office building 
and a theater the t are 'II'Or th about t wo and a 
half or three million dol lars , 
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H. Jt . Jrs 
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Without a mortgage on it. 

In Milwaukee! 
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Helvering : Yea . Bo baa got aturr in New York aDd 

Boll: 

H. JA. Jr: 

Helvering ; 

Poley: 

Wonchel : 

B. l!. Jr t 

IVonchel: 

Foley: 

Vienchel s 

H. LI. Jrs 

1'1enchell s 

H. M. Jr: 

llel vering 1 

Sullivans 

Colorado, Wyoming, et cetera. 

This 1a hie ownt 

No, that 1a What we set up. B1a COIII88 within 

16 million. They admit it 1a 16 million, w1 tbout 

knowing wha t we bad eatiaated. 

What do you mean, 16 milliont 

16 million net worth. 'lhe{ just threw that, "We 

are only worth 16 mill.im. 

Vibat ia 1n Now York on Bast 59th Streett 

I didn't hear the question. 

What is the property 1n New York on Eaat 59tht 

That is pretty well Nn down. The land 1a the 

value. 'lhey are rama.hackle buildings. I think 

thor are 20 .teet wide. 

I am sorry to keep you waiting. 

Without knoWing our eat~to, thor threw that 

out. 

You reel kind or tough, do ,.cut 

No , but I know - no , I don ' t know, but I aa con

winced 1n 'lll1 own m1Jid 1t we litigated thia over 

two or three reara tillle we could get more mney 

than thia. 

I don ' t think Juat because be 1a going to Jail 

1a anr reaaon 11111 we eho~ ~ve b1a &n1 m re 

die count than the ord1narr peraon. 

'llbat I didn't understand wben I talked with 

s.m naua, Cllapbell ear• we are ao anxioua to 
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settle this before the judge ' s sentence . v~at 
hn ve t he tVIo got to do with each other? 

,. el vcr1n~; : I den ' t know. 

; : • Jr: Is that to make a r e cord !'or \lilliam Campbell? 

?ol cy : t:o , I don 1 t think that - I think i t is entirel y 
the judge ' s own doings. I don ' t th1rut Bill has 
any part in 1t . 

~ •..• :r: lt 1a the Judge? 

!.el\'ul·inc : Yea , I think so, from whot I hear. 'lbere is no 
doubt but what <:e can conclusive ly prove many, 
1:111ny fraudulent transactions 1n this case. 'lbe7 
have asked us to accept 'll'ha t they d i d 1n 1 36 

10~ 

as takin& effect in 1 26, for instance, end stuff 
done 1n 1 26 taldng effect i n 1 23 . We have a bsolute 
proof on the manipula t ion in Annenberg 's office 
of "here he changed those thin;;s . The:r didn't 
keep very good records , because sone o f the 
people t.'lat t~ere 1n their organization T~hen the 
t ransaction was finally vron<ed out weren ' t 1n 
tho organize tion t·.hen they had taken the stock 
back at all. ~ere nr o many cases like that. 
Some of the people that t ook the stock back, 
Annen berG didn 1 t even know a t that time. 7/e 
can conclusi vely prov e that . 

•· . ·• . J r : 7hnt i s n i ce. 

( Tel ephone conversati on r.ith Bob J a ckson follows : ) 
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H. M. Jrl 0. K. 

Helver1ng l Yee . 

Wenchell Just for the record, they would eettle the 
'llhole wol1ce for a1x m11U.on, Juet1oe, including 
'38 . 

n.~ . Jr1 o. K. , gentlemen. 

105 
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JR 

SEorEtary of StatE, 

Washington. 

11341 May 71 6 p .m. 

PLAIN 

London 

Dattd May 71 1940 

REo ' d 2 p . m. 

FOR TREASURY FROl:l BUTTEJl'10i!TH. 

ThE rtduction of untmploymEnt as shown by thE 

April 15 figurE to 9731 000 tht lowest ltvtl sincE 19201 

thoul!h 1ndicating an L'llprovtmtnt in thE absorption of 

labor into thE n::.tion ' s war Effort is rtgardEd as by no 

mtans satisfactory, Especially in viti'/ of thE attEntion 

drawn to thE dEfi ciEnciEs of thE Oovtrnntnt ' s training 

plans by an announcemEnt tho.t training coursEs in 

EnginEEring for unECployEd arE to bE rEducEd from six to 

thrEE months durat ion in ordEr t o spEEd up thE supply of 

skillEd EI161nEEring rrorktrs . 'i'hE shortagE of labor 

lOG 

in !:ty tradEs ho.s long bEEn causing anxiEty , and o. Fino.ncial 

Ntws Editorial tod:>.y notEs tho.t to rtach thE maximUm 

tffort would rtquir E somtthing likE 2 million txt r a -worktrs in thE mt tal tr::.dts alonE wh1lt thE OovEri'JIIEnt 

oEnttrs can noT' • EVEn with thE shortEnEd coursE, train 

only a paltry ao, ooo pEr annum. 

f/\/C 1\ENJ;EDY 
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JR GRAY 

Milan 

DatEd May 71 1940 

Rto1d 2110 p.m. 

Stcrttary of Statt 1 

Washington. 

23, l(:ly 7 1 5 Pel!l • 

FOR TR£ASURY DEPARTHt:NT. 
a. eo 

Today' s priets as follows: ~; 350; 

liattd; 1003; 215. 50J 1720; 66, 75; 235. 25. 

517; not 
lO'P,tOO 

VolumE , 1 n 

Marktt tirmtr 1n modtratt trading awaiting rurtbtr 

dtvtlopmtnts. 

SHOLES 

RR 
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TREASURY DEPARTMENT 
108 

TO Secret&r7 Morc-\ball 

FOOM Mr. OocllraJI c 0 N F I D EN T I A L 
J.nother ebarp 4I'Op la eterll.ac oceaned to4o!7. .anv op..S..C at J , lll, 

tho rah decllaed _,. etapa to a - l ow <tl J,JT-1/11 la the ...,q att..--a. 

Tho oloolat qu4tatioa vao J.J7-l/2 • 

.l.o .-a 'b7 the t'O.I'IlOTer fi&ID'•• c1 T., below, there vaa .., Ql)&lllloa la 

th o TOluae <tl llv.siMu ,.....,acted ill the eterlias aadtet. hrai«ll 'bulb • 

solllas ordera totalled 1io 541,000, c4 <tl t hil -· 1io 296,000 were oold 

tor aooouat of bank• located la Iraa. It vae alao reported that the :rev York 

011encleo ot Japaaeoe 'balllca wore aellera of ater11as to4q. 

Salea of qot ot .rlias 'b7 the d.z reportias 'bulb totaled lio 1117,000, 

from tba t ollovlas aourc11: 

By c....,orclal conceraa . .. ... .• . ..•.• .. ..••.. • .... .. .•••••••• lio 276,000 

By toralp beaD (:raar laot , ~ope, lar laot ead So • .Aaor1ca)!o'5111,000 
lio 1117,000 

Purclleaea ot epot aterllas aOUilted to lio 701,000, •• 11ld1cated beloYI 

B)' COOIIIorclal COI1Cirlll.,, ........ ,, , .. . .... . ................ lio ) 211,000 

By foreign banka (~e, South Jaer lca c4 J'ar laat ) ••. . ••• lio 377.000 
' 701,000 

!'he tollovlDt; raportlac baalca aold cottoa bllla t otallas 1io Jl,OOO to the 

llrlthh Control on t ho haoil of the official rate of 11.02-1/2: 

lio 14,000 'b7 tho Iniac frv.at CooiQ>ell7 
6 , 000 _,. tha Cbaae llatlo-.1 laak 
6,000 'b7 the 0Qarut7 frv.at ~a!Q' 

'b7 the :raUo-.1 01 t7 Bul< 
!otal 

!'he Eluaraat7 !rut ~ nparted that 1\ ha4 pGJ'OMaed 1io 12,000 t or 

forvard. del1T1r7 trca the llrt.Ueh Coat rol at II,OJ-1/2 . !he tluada v111 be 

ueed to PAT tor ehipa•h ot J10te c4 rabber. 

The J'rech fraac daoliu4 aloac vlth eter11ac c4 tooached a low <tl 

. 0191-1/11. It cloaed at ,0191-J/•. 

!'he Sllllc!.ar rate waa ot1&117 ill the aai.,.horhood of . ~309 -11 the late 

attaraoon, ...,., 1t *'Ted ott t o .53011. -"'Uac 1Uider lllltNCtloau troa the 

Jotllerlando Juk, the J'ederal laMrTe laak pVdlaaed 550,000 pile!._.• la nr 

IUJ'lcot tor t he Dll*ch haDII:' a a.cc.-. ftw ta.l. rate tor thia ew a- ,.. 
·53011-1/2. 
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ne bela- continued to recede tow, reach1114 a low of ,1672-l/2. 

At tho clo .. , it """ quoted at .1673. 

'i!he other illlportant currtliCiea cloeed aa followat • 

Swiu franca 
Canadian dollara 

.2211;! 
16-7/sf. 41aco=t 

Wh1h the p ....,e rata for tha :r-z> -• nnc:bonceA todq at 3-5/164, tb.e 
quot ation tor that unit apl.net the 4oll3r, at ~3/4,, vat 1/l~ lower at 
a roault c! the lower dollar-attrlinc rate, 

\lo aold $200,000 1n cold to the lrational BenJc of lltl«!UII, to be added 
to ito earma:lted accollllt, 

Hl9 

lit purchaaed tho tollowiDC •ounto of gold froa the eenaarlced account• 
ot t he banko il>dicated: 

$10 ,000,000 froa tht :Bank of Jr&DCt 
l,50Q,OOO froa the :Bank of Portupl 

fu , 500,000 '!otal 

'!he l'ederel l!eoorn :Bank of lrew York r~rted tht followiD« llhi~ontt 
ot gol d , ell o! ...,ich are btiD& conoigned to 1t t 

$12 ,1!52 , 000 !rom Can.o4&, thipped by tho llenll: of Canada, Ottawa , for ita own 
account, for eBlt to the 0. S. J.o....r Office. 

6,091,000 fron Ellgland, thipped b;r the llenk of ln&laJid, for ita own account. 
2, 250 ,000 from Ellg1al>d, llhipped b;y tho BenJc of II:Dslncl, for account of the 

Swioo Rational llanlt • 
1 ,024 ,000 froa !:JI«lalld, llhipped b7 the BenJc of Ena:J•Dd, for account of tb.e 

='""""""'= BenJc of Portupl, 
$21 ,517, 000 !otal 

t'be 41opoa1Uon of the lAat three thipaenh liated aboTt 1a -o"" at tb.e 
pru ont time, 

1'be State Departaent forwarded to uo a cable atat1114 th&t the lletherlanda 
l!ank llhipped $3,670,000 in COld from the lretherlal>da to the l'edoral Reaern 
l!ank of !lew York. 'l'he 41opoa1t1on of thia ah1paent h unltno"" at the preatllt 
u .... 

'Zht Booobe;r ~t ellnr quotation -• unchanced at the equ.iTalat of li;! .J~. 

In Lol>don, the opot and forwrd fU:illt; prieta for ailTV both declined 
1/164 to 214 aDd 2<>-15/164 retpectiTel;y. !he tJ, S. equiT&ltnta were J2 .33of 
and 31. 95¢ . 
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11aD4T aD4 llanlu1 o oettl•.,t price tor tor.tp .UYer vao nnc:h-~ at 
3~3N• flM ~•W>T'• ]I'CU'Cllue price tor torel&:D a1ber •• abo """"nl*' 
at 35'· 

Vo ude t ... parcllaaeo ot 01lT8r total111,f 1,1105,000 OWICea 1111der the SUyer 
Purcllaoe Act. Ot thio &aOWit, 45o,ooo OWICU r41.1)rooent~ aaleo tro. 1n..uto17, 
OD4 the raalnlnc 955,000 OWICeo aonalated ot ..., procl.'IICUon t,... tore1ca 
countr1u, tor torvarcl. cl.el1nl'7. 

OD the re.port ot llq 1 reca1ye4 trca the lederal hoerye llaalc ot Iew York 
«1"1111! the tore1p •%ChaD«• poa1Uono ot baall:a aacl. banltaro 1n ita 4htr1ct, 
tho totel poo1Uon o! all aurr.,c1eo wao ohort the equ1Yal.,t ot $19,350,000, 
Oil 11lCreau ot $392,000 1n t he ohort poo1tion. !he net chaD«•• ill the pco1Uona 
oro ao tolloval 

' 6,J05,000 s.542.ooo 
250,000 

Latin Aaer1ca 
JIIPOD 

621,000 
3.251,000 

5o4,ooo 

IIBilll! POSI! IOI 
l(lJ 1 

$ 7.591,000 
7,203,000 

IICJW.SI II 
SSD~ POSn!IOI 

fi .2!6,ooo 
(Lo~~&) }4,000 (Lo~~&) 

1,339,000 (~au•) 
216,000 (Decraue 1a 

Loll& Poa1Uon) 
36,000 (Docreaoe) 
4&,000 

585.000 
3.299,000 

708,000 204,000 Other Ao1a 
All Ot her• 15,000 (Lo~~&) 2,000 (Lo~~&) 13,000 (Docroaoe in 

Lo~~t P0 o1Uon) 
$ 392.000 ~otal. $18,958.000 ~9.350,000 

It will be obaotYed that tho illCreaoe 1n the oterl1Dt ohort poo1t1on wao 
aoro than otteot b7 a reduction 1Jl the ohort pcoi tion tor bopMA .,.........,loa, 
fho lottor chaD&• aatnl7 reflected a cl.eclbe ill t ho •- York ballll:o1 cuilcl.er 
co•Haonto , ,..1c:h tell $1,129,000 to $3,932,000. 

CONFIDENTIAL 
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GROUP IIEI>"l'DIO lla:y 7 . 1940 
9 : 30 a.m. 

Prosentt 

H. !J . Jr; 

Thompson: 

H, !J. Jr: 

i'ol ey; 

H. !! . Jr : 

Foley : 

H,M, J r : 

Pol ey: 

l! , U, Jr: 

Foley: 

H. :.t . Jr t 

Fole:y: 

s.~ .Jr : 

llr. Gaston 
Mr. Sullivan 
llr, Bell 
Mr. Cochran 
!.lr. Graves 
Mr . ~ompaon 
Mr. Cotton 
Jotr . Schwarz 
Mr. Foley 
llr. White 
Urs !Uotz 

Norman? 

I bave four or f ive pieces here ror your signa
ture. I wlll give them to llcKay. 

O. K. 

Bell , Colonel Dasher ia coming 1n at 10:30. I 
would like :you to eit i .n on it. ~ey are about 
to complete a confidential report on Housing, 
Budget. 

Are you (Fole;r) ready on the Housing legi slation! 
are you up on thatt 

We have been looking at it, yea. 

Know l t allf 

Well, i f you will t ell me when, I will. 

Now. Is Steagall reeleotedf 

That is toda:r, isn' t itt 

I thought it was t he 5th. 

No • I think the primary 1a today. 

Check that first , will youf 

Yea, sir. 

Check that first and aa soon aa be ia reelected, 
I want to have a meeting at t2le bouse. In the 

Regraded Uclassified



Foley: 

H. !d . Jr: 

!lell: 

H. !£. Jr: 

~11 : 

:; . :.! . Jr : 

Cas ton: 

Sulli van : 

R. :.! . Jr: 

Sullivan : 

Schwarz: 

H. M. Jrt 

White : 

Sullivant 

- 2 -

meantime, let 's f ind out - can you have our 
man on the Hill f ind out where the troubl e is, 
who is giving the trouble and a l l the rest of 
thatt 

Sure . 

Dan? 

Ted Goldsmith, the gentleman who writes the 
weekly lett er on f inancing concerning t he 
Treasury and Federal Reserve Board and so forth , 
would like to get s cme 1n!ormat1on on Allied 
purchases and get pe~asion t o go to the 
Allied Commission to ge t some f igures so that 
he can 11l'ite a special letter on that . He 
thinks i t might be rather important. 

He doesn ' t need our permission. 

Well , he would like to talk to someone 1n the 
Treasury, 

No. 

1!2 

The same re quest came to me t r o:n Bob Kintner, 
sa~ing the identical thing, and he asked permission 
to talk to Earry Collins. 

Goldsmith was 1n to see me , the same fellow , and 
I think what provoked us was that he had a release 
from Conmerce which indicated that bulll. ness was 
going down and down and down. 

Thoma sf 

Yea. 

Commerce. 

Oh , Commerce . 

That is New Hampshire tor Commerce. 

I think what he wanted --
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H.!I. Jr l 

l'ihl te l 

Sul livan : 

H. Lt. J r: 

Sullivans 

H. U.Jrl 

Sullivan : 

H. Y. .Jr l 

Sullivan : 

Schwarz: 

H. :J . Jr: 

H. li. Jr1 

Bella 

113 
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Barry, when he sa7e "Thomaaft and "Oommaa " , h e 
means "Commerce. • 

Yes . 

Well, it is Harry Hopkins' department. 

\"/ell, we understand. 

Do 7ou remember himt 

Yes. I s e e he went to a ball game. 

Be bad this r elease which I thouabt was prett7 
bad news and the7 seemed to indicate that one 
pretty spot 1n the pi cture waa thia export busi
ness and he seemed to th1nlc i t that were pla7ed 
up 1t would be a good antidote t or t ha t sort or 
stutt the7 are handing out over there . 

Well, t he longer I am 1n office the longer I 
realize that it is a mistake to give an7 of 
these people special treatment. Any of tbem 
eould walk acroae tbe street and see J.!r. Ballan
tyne, Secretary- General for t he Allied PUrchasing 
Col!llll1aaion, with offices 1n Vlaahington. 

They won' t give out a thing. 

'lhey will give so!:!e stuff now. 'n1e7 are tal!dng 
core than they were . 

I refuse to do 1t. 

I didn' t th ink it would be a good i dea to give 
it to one man, but I thought 1n a preaa confer
ence it might be given out to everybod7. I 
th1nlc it might have a stimulating effect. 

'lhe beat answer to all ot thia 1a tbat steel 
went up four pointe last waalc. Tbat 1a tha 
answer. I - not wor~· 

Well , we have no objection to t heir going to 
other people . 
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H. loi .Jrl 

Pell: 

f . ~ . Jr: 

Bell : 

!l . t.: .Jr: 

Bell: 

Sell: 

H. K. Jr: 

Bell: 

H.U. Jr: 
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But I don ' t want to introduce him. 
over there and aee llr. Ballant)'ne, 
General. 

We are not aendina him. 

No. 

He can walk 
Secreta17-

I have some s t atistics on that gol d mat t er, 1t 
you would l i ke to have them. You sent a note 
from Chicago about checki ng the go l d quarter 
balance. 

I sai d I forgot I wa s Secretary of the Treasury 
for two days and '111:1 eon said, "No, daddj', you 
sot up at :5:00 o ' clos::k 1n the momlng and wrote 
a note. " I got to worrying about three or 
four billion dollars worth of gold lTing 1n New 
York. 

Seven. 

And Greenland how many hours off' 

Well, th1a ia t he situation. ile have capacit;r 
1n Fort Knox for about 15 billion dollars in 
gold and we have down there a bout 5i or over, 
so that we can still store about 9 billion and 

1!4 

a half 1n gold. 17e have 1n Mew York on li!ay :5 
seven billion nine , but there is ma;rbe a half 
b i llion of that in the works , refining and so 
forth , eo we have a01t1ewhere in the neighborhood 
of 7! bi llion that we could ship . VIe have money 
1n the budget the t would enable us to ship sl1ghtl;r 
over a b illion dolla rs , so tha t there ia something 
over 6 billion that will remai n thoro. 

How much will it costt 

It will coat about a bi llion and a quarter - a 
J:llllion and a quarter to ship the six bi llion 
dollars do~m there. 

Well, I want to ask - I want enough money to 
s hip 9 billion dollars. 
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Belli 

Bell i 

H.M.Jrl 

Bell i 

l! ,I! . Jr: 

Bell: 

Graveas 

H. JJ, Jrs 

mtite s 

H. M. J rs 

ll'h1te : 

Bell: 

'llh1te : 

Belli 

H, ll , Jr: 

Vih1 te 1 

Belli 

ilhite l 
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Nine billion dollarat 

Sure, tor the fiscal year. 

Bverythill8 that C<lllee in. 

Rigllt. I want to write a letter to the Prea1-
dent and get him to olc&y it. 

115 

I auppoae you have quite a lot or gold 1n Phila
delphia, alao . 

We haven ' t . 

Haven ' t wet 

No. 

Well, I woul.d ask tor enougl\ to move ten. 

Ien• t the quarter percent automatically euppoaed 
to be ueed tor thatt 

N.o. It never baa, Harry. 

I thougl\t it was auppoeed to cover expenaee. 

A quarter percent goes into t h e Treasury now. 

But you spoke or an appropriation. 

This means an appropriation and we put 1n, ae I 
recall, a halt million dollare to .-JI:e up the 
two hundred and we had a hundred thousand hangill8 
over and this gives ue about t~l6,000. 

I think you are wrcmg. Ia tbore a dollar tor 
me to move any gold today! 

I was under the u.preuion that we spoke or that 
quarter percent purchase and selling price to 
oover ex pen ae, 

Baa411ng chargee. 

Well, I ~ought handling chargee -
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ril'1to: 

Sell: 

~:toite : 

"dl : 

·:.hltc : 

~ell : 

l: . t.~ . Jr : 

Sch.,..orz : 

\" l '!'~ · ... ~ .. '" . . 

Cell : 

H.M. Jr : 
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In and out of New York. 

I dicln ' t k now that handling charges were eon
fined to that . 

Yes , Ha rry. 

116 

Handling charges are supposed to be the mint 
eho.t•ges , but even though we ge t the quarter of 
one percent, it goes into Treasur y as miscellaneous 
receipts and we would sti ll need the approp~1at1an . 

17ould you , if you r egarded h andline charges --

Yes . The m!nt expenses co:ne out of an appropri ati on. 

And that quarter per cent is treated, then, as 
purchase profi tf 

i~y should i t cost a million dolla r s to move a 
bil l ion dolla rs? That seems high . 

Well, it costs a bout 195 --

It soes to the Post Office, that is who gets it. 
They move it. We pay the Poe t Office, for 1t goes 
parcel post insured, doesn ' t i t ? 

Registered. 

We went over and ove r t h is ori c inally and When 
wa got all through and done , i t was the most 
economical and safest way to send it, parcel 
post , insured. There i' a whole co~?BnY of 
soldiers goes with it and Secret Service. Tbey 
have a ehartered train and e verything else . I 
wou l d like to have en ough for ten. I will take 
it ove r to t he President myself. \7ould you fix 
i t up today, Dan? 

Yes , s ir . 

It i s the height of stupi dity when i t costs a 
m1111on and a hal f dollllra no t to remove ten 
b1ll1on dollars to a place of saf ekeeping. 
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Vihi te : 

Gaetons 

\Th1te l 

Bell : 

H. H. Jr: 

Belli 

Cochrans 

I! , !J,Jrs 

H,lJ , Jr: 

H. l! . Jr: 

Cochran: 

B. !J,Jrs 
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I waa still a little bit troubled bow you would 
justify a handling oharge and then have a sep
arate appropriation. 

It is l1ke all other Government chargee , nine
tenths of them go into receipts and then they 
have to be appropriated out, no -tter what the 
basis for the charge ia . 

All right . 

Tho only exception is silver. 

You asked me to bring up this letter from P1naent 
and the action that the Britieh con~emplate taking 
Thursday of thia week, 

Do I have to do anything , Dant 

I don 't beli eve the Treasury needs to do anything , 
do you, Merlet 

I would say, "No comment. • 

Wonderful! can I have it backt 

Yea, a i r. 

'Ihia ia a m111110randum from Pinaent, hy 4, 1940, 
to • · Will you (Cochran) tell Jlr, Pinsent, 
"No COII!lD8Dt "t 

Yea , air. 

Have you given a copy or this to Ur. Bullt 

No, sir, I baven• t . I aaked P1naent last night -
I said, "Eave you taken th111 up with any other 
department? Have you ment i oned it to Mr. Hull 
or the SECt " He aaid, "No. " They treated i t aa 
a matter between the Ministers of Finance . 

HUll - and a letter to so with it - and one to 
llr. Jerome Frank. 
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Cochran: 

H. JJ . Jr: 

CochrAn I 

P. . l:. Jr: 

Klo tz: 

Cochr&n l 

P. .U.Jr: 

Cochran: 

Sel l I 

H. t! .Jr : 

Bell: 

l!. JJ. Jr: 

Tillite: 

H. }j. Jrs 

Tlhite: 
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You want them taken over' 

No. 

They are trying to get decisions today. 

Juet call them up a nd tel l them I have no 
comment. 

can I have that back when you a re f1nh hedT 

You keep this 1f you w1ah, because I have a 
copy or it. 

One to l£r . liul.l and one to Jerome Prank, and 
you might aa well send one to Wr. Eccles, too. 
Don ' t you think Eccles' No' 

11e haven't been con.aul.ting h1m, but I did men
tion those two to P1nsent last night . 

I have a letter for e1snature approving a form 
for a bond. 

I called up P1naent Sunday and asked h1m whether 
he wanted the Treasury to he l p h1m get th1a 
through the House. He said ha wiahed we would 
and. he was afraid to ask ua , eo I said we '.JOUld 
get behind it. 

Anything else, Dan' 
Nothing. 

Harol~' 

Harry! 

Here ia a brief memorandum on the 14ex1can settle
ment of the Sinclair Oil, if you a re interes ted 
1n it. 

I am not. 

Here ia a brief memo descri bing the British bod
get, what they have done and how they are operating. 
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Send it to the house, will youT 

You may have noticed that the British Treasury 
announced that the Anglo-Chinese atabi l 1zat1on 
tund baa been compelled to leave ite support 
and the yuan baa dropped a oen t and a halt. 

Hare are those monthly charta on the changes 1n 
trade which cover the tirat • • • • 

Let me have them. Tbanka. What elaeT 

Tbat 1a all . 

I ba ve notb1ng. 

Have you w;>t my list tor meT 

It 1a on the way down. Norman Thompson baa one 
lht and we have anothar . 

D1d they go outT 

1! 9 

Here 1a a list or the material that went out and 
here 1a a copy or the releasee that went out , It 
a1mply cut out the t1rat two paragraphs or your 
introduction. 

How about Harry V~ita ' a l1atT 

We lw. va that. 

800 dally newspapers . 

No, but Harry 'lh1te 1 e lht. 

niey already have 1t. 

That newspaper l 1at , they were addreaaed to Cbiet 
editorial wri t e rs or the various newspapers. 

I don ' t know whether I am right or wrong. I w1ab 
you would think about 1t and aak me again to
morrow whether you think 1t would be good or 
bad to have the tb1ng printed up and aa we aend 
out a circular - we are in the prooeea or ~~~&111ng 
a circular now, a bab-y bond circular - not to 
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ma11 it separate ly • but thh would go with the 
baby bond circular. Th1nlc about i t . 

I told J 111l to go ahead and have 1t printed up 
and then we would take up the question of whethe r 
we would make it a separate mai l i ng i ssue or not . 

I wouldn • t . 

I waa 1n f avor of 1t and he waa not and then be 
told me we had another ma111.ng going out 1n wbieh 
we could include it. He waa In doubt as to ita 
relationabip t o baby bonde an.d I showed b1m how 
i t had a very close relationship. 

Aa t o the advisability or stuffing it 1n - 

It is being printed for that purpose. 

How many? 

I don ' t know about the number. It ie a very l arge 
11at . 

We have a speciall:y prepared envelope that would 
be the same s i ze. 

Think i t over. I am not sure. I have never done 
it. 

Supposing pri ces rise somet1me within the next 
ten years to 25 or 50 percent. People will have 
bought bonds and might cla1m that that was one 
or tho reasona wby they got thea, tho assumption 
that th1a would stabilize the dollar and they 
had Drl.s1n terpreted it . 

Even i f we don't --

It is almost l ike a gonmment prollrl.ae with 
reapaet to the a tab111ty ~f prioe level. 

We can use those printed oopies for mailing. lie 
will have man:y re~ eats. Whether we use them for 
that purpose or not . 

Regraded Uclassified



R. tl. Jr: 

Schwarz: 

ll . IJ. Jr: 

COchran: 

l! ,!o!. Jr: 

COcl:rnn: 

H. ti.. Jr: 

Gas ton: 

l! . !.t, Jr: 

Cochran: 

li .~' . Jrt 

COehron: 

ll ,M, Jr: 

Sullivan: 

H. l! .Jra 

- ll -

Well, I am ju.st offering th1e, Think a bout it. 
We will talk about it again tomorrow. I am not 
sure. 

Anything else, <llickt 

No. 

UerleT 

The European markets are p rett:y nervous t his 
morning. Sterling has gono down to a now low 
of 3.37l. The lowest it had been waa 3 . 41 and 
3 . 42. 

Hem would the Ameri can Banker lcnow that I had 
a copy ot m:y speech cabled to London and Par1a 
and Berlint 

Whot 

The American Banker. 

Chick, how would they know tbat f 

He may have connecti ons i n our telegraph otf1co. 

Look into it , <ll.ick, ploaao. 

nh&t else, Kerlet 

Dietrich came back yoatorday. Ho had beon out 
a week on account ot illneaa and unleea :you have 
aome objection I would liko to lot him go again 
for ton da:ys , beginning tomorrow. 

I would like to say hello to him While he is 1n. 

All right , sir. 

Hore ie a thing that will open both of :your 
{Sullivan' s) e:yes. 

Tbe:y are working on Sealiae . 

Oh, the:y are working on h imt 
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Yea. 

Anything eleet 

No, air. 

We won the British- American tobacco caee in the 
Suprema Court yesterday . ~ay da~ed certiorari 
on gold. 

Is t hat why Basil ian' t h ere todart 

It might have something to do with it . 

He ia in, I t alked w1 th him this morning. 

Somers put rour speech in the Record on Fri day , 

Somer aT 

Yes , and Wagner had it but didn't put it in yea
terdar. Be wasn' t there when they cleaned up. 
Somera wants to cane 1n and talk to you a little 
bit about the silver bill, that Townsend bill 
t hat i s coming over from the Senate and may go 
to h is oo:mni t tee and 1 t may go to the \'lays and 
Ileana, Prom our sta ndpoint, I think it would 
be better i f it went to h ie committ ee, because 
I think h e is rllline to sit on it, but he would 
like to cone down and talk to you a little bi t 
about it. 

rmen would he like to come t 

Any time at your convenience, ai.r . 

11: 00 o ' clock tomorrow. 

All right , we will let him know. 

The Senate Judiciary Committee yesterday reported 
out t h e Walter- Logan billo I th ink if we want 
to get an exc·eption for the Treasury so that our 
finances won't be involved, Dan and I had better 
go down and see Pat Harrison and aak h im if he 
won 't introduce an ll!llendmsnt on the Floor to 
give ua an exception. I think h e might do that 
tor u s . 
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Would you be willing to gpT 

Su.rely. 

Isn't your veto position stronger i f you don't 
do thatT 

I think that is so, Harry, but I don't think 
we ougbt to just rely on a veto . Suppose the 
political situation 1a aucb tbat tbe President 
feels that he can't veto it. I think we ought 
to take care of ourselves now. Rightt 
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Yes. In any other year we could do it that way. 

You have go t a point there, but I th1nk we can't 
t ake a chance, Harry. 

I should think you could find that out abead of 
time . 

Every indication points to a veto, but you never 
can be :ntre and I don't see why we sbould rely 
entirely on that when we can get exception, pro
bably. 

In connection with the Norwegian money, tbe Bank 
of Norwa7 and the govermnent funds , Bernie bed 
a conference 7esterday with Serle over 1n the 
State Department and Serle 1s prepared to write 
the Bank 1n New York, the Federal Reserve Bank 
1n New York - "' 

Do you mindt I came down with Bell. Bell said 
it ia all under control and I don ' t bave to 
bother much. If you have any doubts , will you 
ta.lk to DanT 

I have no doubts . I just wanted to tell you it 
l ooks aa thoUS)l both the Sta te Department and 
the Federal Reserve Bank 1n !lew York are satis
fied to give the llinister power to withdraw the 
f'Unds . 

Dan thinks that it is a break for ua that the 
State Department goes di rectly to the Federal 
Reserve of New York. 
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That is right, and keope ua out of it. Thoro 
la no responsibility 1n ao far aa we are con
cerned. VIe have control thrcugb the licensee . 
1'/e will know h ow the d iabureementa are made, 

You wanted me to speak to you about the Jeaae 
Jones leg islation. 

Yes , but not now. Keep a fter me . The preferred 
thing - out. 

Is that the 700 million, ia that tho reducti on 
of the capital! 

Yea. 

That is involved, It ia the legislati on he left 
here the other day, 

I will have a report on that today, won't IT 

The report is on my desk . I made aome changea 
on it before I came 1n here , 

Do you gents want to see me todayt 
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Today or tomorrow, Today, probably, because they 
are callinG for it in the Budget. 

3 : 30? 

That will be all right. 

3 : 30. \'ib.at else? 

Herbert? 

Hunt ington Cairns went out to aee Bil l Johnson 
last night . His injuries are pretty serious . 
He was 1n an automobile wreck, you know, a week 
ago Sunday and he has an appa rently fractured 
s acrc111ac, which will permanently handicap him 
1n movement , probably. He ie t ied up for a 
little while yet. 

Clint ~osher was 1n to see me the ot her day, 
You menti oned the u. s. Houe1ng Authori t y , He 
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had· j ust been let out b7 Straua' organization. 
He 1a 1n deaperate need or a Job. 

Herbert, pleaae don 't wieb an7 -re or these 
kind or people on ae. I want to fet aome person 
that I wou ld l1lce to pick. I don t want an7 aore 
newspaper men or that t711e and the t7P8 or that 
other man ahoved on me. Don •t get me atarted. 

All right. 

I would l1lce to p1clc one peraon J1118elr. Well, 
don't get me started. 

All right. 
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I took the other peraon ag~~.lnat m,- better Judg
ment and when I want to get aanebod,- that - no
bod,- had an idee or how to merchandise -.zq own 
talk and it ia a pre tty bad co~~~~:U~nt on the mole 
thing. NobodJ bed any suggestions on how to get 
1t out or who to send it to , not one. Ir it 1a 
unfair, JOU sa7 .ao, Chicle, but not a single per
eon bed an)' suggestions and I had to do it. I 
had to give the suggestions . I had to aee to 
the whole thlng -.zqaelr, and I bed to do ever,-thlng 
but lick the atiiJ:II)So I don't want an,- oore pet 
notion a . 

Did JCU make a single suggestion! 

I was --

Or anybod7 1n your ahopt 

I was told to ma1nta1n the colUIIIIl&r <11gn1ty or 
the Treaaury. 

B)' mom T B)' met 

That 1a r i gbt . 

In regard. to that talkt 

Yea . 

1Rlen d1<1 I eYer say that to ,.out 
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Last Thursday evening. 

In regard to what? 

In l'&gard to the talk. 

Now listen, I never used that language 1n my 
lifo. ColUIIIIlar dignity of tne Treasury? 

~at is right . 

Never used that language 1n ny life; never used 
such words . 

'!hose things are a matter of policy 1n how to 
merchandise a talk, 

I would like to have so:nebody push something at 
me once and have me say, "No, you are going too 
far , " instead of having to push things at your 
office all the time. I never used such language 
1n my life. I don't want any more people like 
that. I am sorry you brought it up. 

I am sorry I did, too, but I thought you might 
be interested. Ernest Lindley also called up 
1n his behalf. 

\/ell, I am sorry you brought it up. 

r.hat else! 

llothing else. 

O. K. 
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TREASURY DEPARTMENT 

INTER..OFFICIE COMMUNICATION 

OAT& lilaJ' 7, 1~ 

""'" 
!llbjeot: the High-grade Securi ties .llarkete 

(1) Do11111at1o aeouri t1e s lllal'ke te were qlliet last week, 
the yields or Gonrruaent, corporate and &ln1oipal 
aecur1 ties mo•ing Within a narrow range (Charts I 
and II) . 

(2) Br1 t1ah and French Go•ernmsnt internal ae011r1 t1ee 
were not greatly affected by the war de't'elooments 
last week, Korweg1an and Italian Gonrnment dol
lar ie111e s , howe't'er, mo't'ed to new low le•ele tor 
the year. 

(3) One or the most significant phenomena noted in the 
capital markets duri ng recent years baa been the 
rapid growth 1n the extent to which in't'estments are 
being made through the medium or financial inat i tu
tiona rather than directly by indi'f'1dual and corpo-
rate aa't'era. Since 1933, tor exaaple, indi'f'iduala 
and corporations (other than financial institutional 
ban not purchased, on net balance, any part of the 
inoreaee in the outstanding •olume or public ae011r1 tie a , 
!bey ba'f'e, as a .. tter or taot , diapoaed ot a ~ortion 
ot their pre'f'1ous holcUnge or auch 18ouri t1ee (Charts 
III and IV) , 

'l'h1a institutionalization 11ean1 that borrowers a1at 
now look to banks and insurance colll)an1es tor the bulk 
ot their new 110ney reqlliremente, Ae long aa the 
preeent a1tuation continues, the 't'olume ot risk oepital 
is likely to continue to remain relat1Tely small , 

I , DoJDeat1c Securities l.larkete 

Higb-grade se011rities markets were quiet last week, Pr1cee 
ct long-. term GoTernment, corporate and &ln1cipal ie111ea nuotu
ated within a narrow r ange, our a•eragee or the yields ot 
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seoretarJ lllorsenthau - 2 

repreeentat1n iuuee 1101'illf: not -re thaA 2 baeie po111t. 
during the entire week (Oharte I and II) . Jlarket intereet 
cent ered on t he p rioe nuotuitlone or foreip bonde 1hted 
on the New lCork Stook i:xohange aDd in the wooeutlll. bond 
ot ter1ng ot the Union Paoitio :Ra11road 00IIpaJ17 ( eee our 
~tecorandua ot II&)" 2 , 1~). 

II. J'oreign 8eourit1u llarlteh 
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War denlopMnte laet week oaueed further deolinee i n tile 
prices ot European goYenment dollar eeourit1ee lieted on the 
New lCork Stock Exobange, • oreeg1an and I t alian OonmMnt 
1eeues moYed to new low 1eYele t or the rea r while Dan1eh 1eeuee 
stood al1ghtlJ' abon prertoue low l enl e. Prioee ot repre
aentat1n 1 .. uee at the o1oee on Konde7 ot thia week and laat 
week &re ell own i n the tollOWillf: table, J'or parepeot1 Ye, 
prices on April 3 , and 9, 1~ - bef ore and after Ule Geraan 
1nYaa1on ot Norwq &nd Dermark - are alao ehown. 

• • 
Konde7 , Tueade7 :xond&:r : . llondQ . Apr11 s; AprU 9 ;April 29; K&7 li . 

Norway 4-l/4•e or 1965 71 41 33-l/4 23-l/8 

Delllllllrk 4-l/2 1 a ot 1962 39-7/8 23 21- 3/4 20-3/4' 

Belgiua 6 1 a ot 1955 100-l/8 90-l/2 88-l/4 88-3/11-

I tal:r 7 ' • ot 1951 62 57-1/2 52- 5/8 113-l/ 2 

• satu i'dAi, llii ... 

Br1t1eh and J'renoh OoYeJ"DMnt internal aeouritiu were not 
greatl:r atteoted b;r deYelop .. nte 4uring the week, Brlt1eh 
2- l/2 percent oonaole o1oeed at 75-1/8 on llondq, to ;rlel4 
3. 35 peroe nt, up 314 point tor the week. J'Nnoh GoftJ'DMnt 
3 percent perpetual rentee o1oeed at 71!-,85 , t o ;r1eld ~.~ per
cent , aa ooapared wlUl 75.15 a week ago. 
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III. Inetitutionalization or InTeataent 

One ot the moat a1gnJ.tioa.nt phenoaena not~d in the caP
ital aarlteta dllring recent :reara baa been the rapid growth 
i n the extent to which inTeataenta are being ude through the 
medium ot financial inatitutiona rather than direotl:r b:r 
•pri~arr e&Tera•. The •primar:r a&Tera1 -- ind1Tiduale and 
00rporatione who a&Te out or inooae and inTeat their a&Tinge 
direotl:r i .n eecuritiea -- no longer constitute, on net balance, 
80 illlportant eouroe or inTeataent !Wide. The:r eeea to haTe 
been replaced b:r inet1 tut1onal 1nTeatore - - prinoipall:r banlta 
and i nsurance companies -- i nto whose banda the:r haTe placed 
tbeir tunde t or inTeetaent. 

Th1a new deTelopment in the oapi tal aarket ia an impor
tant one beoauae it means tha t at t he preeent time borrowers 
ot capital muat l ook to institutions rather than to ind1Tid
uale tor the bulk or their new mone:r requiraaenta. Theae 
inetitut i ona, beoauae t he:r place the emphaaie on the preser
vation ot capi tal aa against capital appreciati on, are att racted 
pr111lar1l:r b;r high-grade bonde rather than b;r equity or other 
risk aecur1 tie a. The tao t that the:r are now a ujor aouroe ot 
inveataent t unda means that ae long aa the preeent eituation 
continues the TOlume or risk capital ia 11ltel:r to continua to 
remain relatiTel:r ~l. What to do about th11 abeenoe or 
riek capital is one or the important unsalTed problem• ot our 
recovery. 

The etat1etioal taete relating to the inetitut1onal1zation 
ot inveataent that has been going on in the eeouri ty aarketl 
tlnoe 1933 are not complete. We haTe onl:r a liaited u ount or 
data , tor example, on the ownerlhip, b;r aajor olaaaea or in
vest ors, ot aoaa or the aeouritiae outstanding during the pe
riod. These data are dieouaaed in the aeotione that follow. 
Conclusions with reepeot to the entire capital market can be 
drawn troa thh intormat1on, howner, becauae tuoh information 
1e autt1oientl:r broad to iapl:r the nature or the data that are 
a1aa1ng. 

(a ) Public Seouri tie e. Our data on the Ollllerehip or public 
eeourltl~a - - the tera ie uead here to include all eecurit1ee 
1aeued b;r the Pederal Gonrruaent and 1tl agenoiu and b:r State 
and local goTernaente -- are relatiTel:r ooapleta t or the pe
riod eince 1933· They are ahovn b:r groes u ounta in Cbart III, 
and 1n the rorm ot cumulat1n changea in the holdings of the 
various olaaaee or i nTaatora in Chart IV. 
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It 1& apparaat trOll the obal't that 1a41Y141aala &D4 oorpo
rdlou (other thaD li&Dka aa4 1aave.aoa eOIIp&Jiia •) llaYa, a• a 
o1a11, 41alanata4 a l&rl:e Yoluaa ot opea • rltat h•••• of 
pgbl1o .. 0'111'1Uu a1Doa 19:5) - a period 411.1'1. 111r wb1ah the Ollt-
1~41ag -,ol-• of nola 1anu 1aoraaaa4 re.pl4l7, !ha7 !laYa 
ottaet thua 41~aala w a l1a1ta4 axtaat ~ the JIQI'Qaaa ot 
r11trloted 1anu, M1al7 at UD1ta4 Statu lt.Yilljfa 'boa4a, a 1 
11 ahcnrn 1D the tollow1DC tabla: 

I'UIDB DISDIYEB'n:P 
tira ioaa obi!jat1ona 
Other Ua1ta4 Statu obl1-

S&t1on .. (opaa aarkat 
1anu) 

State aa4 looal obl1-
pt1oaa 

J'U)IDS II'BS!ED 
United fiatu Sartaga bond& 
Poat&l Sartaga &D4 Adjuate4 

S.rY1oe bollda 

R! DII!IDiftS!IO:ft 

(X1ll1ona Of 
4ollara ) 

1,010 

2, 1142 
i. 2,z 

• Iaolll4aa 41reot aa4 l\&&l'&ataa4 111uu aad J'IILB 
aad J'IOlA 41beaturu. 

(b) Oorpore.te 8101U'1Uu. 0'111' data on the DOIUit Of OOI'pO

I'ah .. ouriUu ov.t.Eiil41ac and ~ Clllnlarllhip tharao~ are. 
Clllih fNueatai'J' eo that the ollaagea 1a ~ l:lol.UJICI of tM 
n r1oua o!aaaea of 1anatora oanaot be traoad 1a 4ai&11. We 
4o ban ... data, hallr&Yar. !he•• po1at to the ooaolv.a1oa 
thet 1D41Y14ula aa4 110a-t1aa&a1al oo~re.Uoaa b7 41~&1111f 
ot P&rt ot tha11' aorpore.ta aaov.r1~ bol41&a• !lan , •• a olaaa, 
•dde4 to the11' t1U141 &Ya1labla tor iJIYutaaat aad ~t than 
tuade, •• 1D the oaae ot thoae 4ar1Yad troa the 11qu1daUoa 
ot PUbl1o aa01&1'1t1aa, llan bean plaoa4 1D the haa4a of 1DaU
tut1oae tor 1aYaataant. 
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Theeu 

18 o ow a rom t e tao s ere a e en 
no positive increase in the supply or euoh eeouri ties 
erisin& trom new money financing since that time*, 
and (2) there have been substantial decreases in the 
ounply due to reorganizations, bankruptcies, reaoqui-
sltl ona at a di scount by borrowers , operation of sinking 
tunda, etc. 

an 8 no a out one ess t ey a. n 
1933, lar gely as a result ot the di sposal of second-grade 
securities as the banks turned to Governments. The 37 
lar ge life i nBUrance companies tor whi ch we have data 
increased their holdings ot corporate securi t i es, on the 
other hand, by $2. S billions duri ng the period, largely 
as the resul t or privately obtaining the placement of the 
entire amount or many retunding issues. 
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The net conclusion rron' the foregoing is that public and 
corporate securities have been removed on balance rrom the 
portfolios or individuals and corporations (ot he r than banks 
and insurance companies) . This net disinvestment has permitted 
tneoe individuals and corporations to accumulate tunds avail
nble tor investment, To these have been added the new savings 
a.ade during the l?eriod,, The gross amount or these accumlations 
r.as been either ll) hoarded, (2) invested i n tangible assets, 
or (3) placed in t he hands or i nstitut i ons t or investment. 
l!o data are available as to the amounts that were directed to 
each of t hese alternatives, but we know trom the experience 
of the insti tutions themselves that the last or these 
alternat ives has been extremely popular . 

• Flb~res supporting this statement appeared in our memorandum 
ot June 5, 1939 enti t led •No New Money (Net) Ra1eed by 
Securities Issues, 1933- )S, Except Through United States 
Obl i gations• , The develoomenta since 1938 have not changed 
the conolua1ona presented- in that memorandum. 
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Hello. 

Mr. Hatold Smith. 

'l'he.nlt ·ou. 

Oo aheeu5. 

Hello. 

May 7, 1911o 
9110 a.m. 

Hello. Ve' ve got the. t r!lemor andum ready t o cart 
over to you. 

Wh1oh one 1a that' 

The one on housing. 

Oh, gondy. 

l 3S 

Now, what I -- what I m&y he.ve to have 18 an inter
pr et a tion or it. (Laughs) 

Yeah. 

I ' m not eure the.t I underetand it myself . 

Uh-huh. Vell, what do you-- do you want· to eend it 
over by hand, or .• •.•• 

Yeah, I ' ll send 1t over to you. 

And then 1f I .... .. 

A oon:r or it. !low, t her e 1 s 1011e - - there are eo me 
rete~noee there t o e. etatement the.t Currie me.de to 
tllt P:reaident and eome obaerve.t1one on the.t -- th1e 
1e re t.lly e. me1110re.ndum t o the Preeident sent over 
here tor some observations. 

Kov, I'll send that over to ~ou and you use it tor 
your own pereona1 infol'llllltion. Ineofar e.a the other 
references are oonoerned, Why you oe.n forget thole, 
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V111 you mark 1t Mre. ~lotz and send 1t to her eo 
that I get 1t right away. Mrw ••••• • 

Mark 1 t tor Whom' 

Mrs . Xlotz -- X-l-0-t-z. If they deliver •• •••• 

All right. 

It they deliver 1t' into her hands she ' ll bring 1t 
right ln. 

All right. 

Now, Harold -- hello' 

Yeah. 

I want some more help. I've been out 1n the field. 
I v1e1ted Dayton yesterday, t he Air Corps • ••• 

Yee. 

And from what I see -- I may be all wrong -- but 
I 1 m w1ll1nP,' to make t\. bet vi th knowing very 11 ttle 
that I doubt 1f 1n two to three years we will pro
perly equip an army, as I understand 1t of ~83 
thousand. Hello? 

Yea. 

I understand from Bell that you have a man over there 
by the na~e of Colonel Dasher. 

Yea. 

• • •••. who they tell me 1e a Whir;. 

Well, he knows a lot about 1t, ot course . 

I wondered if you'd be willing to sand 
here and I'd like to tell him what I 'd 
-- find out for the President and me. 

Yes . 

him over 
like to have 
See? 

!o aum up , llhat I'd lUte t o know 18 how mob .aney 
would 1t take and what ia tba time factor involved 
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to properly equip t he Army or 483 thousand. 

All ri~t·. When do you want h im to oooe over! 

~Jell , if he could be here a t eleven-thirty. 

I 'll check and let you know, or let )Tour seoreta.ry 
know. 

All right. If I don't hear I ' ll take it he 's here . 

All right. 

But I'm ter ribly disturbed. 

Yes . 

An~ t hey tell me that thiS for instance this 
Garand rifle that you hear eo much about •••• •• 

Yee . 

••.•.• in the first ploe t he Rifle Association 
says it's no damn good, which may or may not be 
true. 

Yellh . 

But they tell me tha t Rem1ngton Aros say they can' t 
produce 65 thousand under three years. 

•Jm-11:1. 

Nov, the t h i.ng t hat I ' m .interested in ia, one, t he 
noney, and two, t he time rector involved, 

Yea . 

It they had the money hov long would it take t hem 
before they could have the Army in an all-around 
t1~ht1ng organization. 

Yes. 

Now, just between us -- t o illustrate the height 
or stupidity, at Cabinet meeting the President got 
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1nto an a~ent with the V.P., and the V.P. aa1d, 
1 Wel1, how mach .oney do you needt 1 Well the 
Pre8ident said . I said this morning we don't need 
any more , and he turned to Woodring and aa1d, 
"Do vet• 10h , yea,• says Woodring, •we desperately 
need 500 thousand blankets. • 

Yes. 

Well nov, 1r I vas 1n charge the last thing I ' d do 
is to order blankets because you oan get those in 
a month, can•t yout 

I would th1n..lc eo. 

I oean, they aay not be just to tbe Army' s specit1-
oat1ons but certainly this country can turn out 
a halt a million blankets in a ~onth or two. 

Yes. 

And I don't think-- and that vas the only thi ng 
that Woodring said ve needed. 

Yes . 

Nov, oan you 1::tagine an yth1ng !'lore stupid? 

No, I can't, and I have other examples or s1m1lar 
ltupid1t;o'. 

Now, vbat I·~ doing I 'd like to do in ccnJunct1on 
v1th you and - - and tor the President and tor no-
body else, do you understa.ndt ' 

Yeah. 

But I am terribly worried and I think -- I Just 
don't lEink that the Army-- Vocdr1ng gives h1m 
any information and What he g1vu h1m I th1nlt 18 
mie1ntonnat1on. 

Yeah. Vell, I think that -- mY 1mpreaaion 11 that 
they're spendin~ the money about as fast at the 
preaent time aa t hey can profitably do eo, but I 
oan ' t pro,.. it and I th1nlt the -- when you get right 
down to it, -- the weakness il 1n ada1n1atrat1on. 
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We •ve aeen a great many example a ot it. 'l'be kind 
ot thing you don't talk about but • •••• • 

I know • 

•••... it ' s there nevertheleee , evidence ot it, 
Well , I •ll get Daeher over. 

140 

You - - you get hlm over and when he comes over 
maybe he could bring over that houeing memorandum. 
That would be time enough. 

All right. 

Bow vo uld that bet 

Yea. J.l.l right. 

What' 

All right, I ' ll take care of 1t that way. I nay 
went to check it before hand. 

And it he could be made -- is he vory busy right 
nov, Daeh ert 

Well, I ' ll have to check thle morning. 
beys are ~retty busy, you know •••••• 

I know, 

••.... ri~t now. 

All the 

But it t he Preaident ia going to do anything about 
this at this Congress we' ll all have to move 
damn quiolt. 

That•s ri$bt. All right, air. 

Thanlt vou. 

Goodbye. 
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Hello . 

Good mo r ni na, Renry . 

How are :vou? 

l!ay 7 , 194<> 
10 :28 a . m. 
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Fine. Henry, I want to apeak to :vou a "linute about 
thi s Ward ~ss~ort ~tter in which :vou were 
interested·. · 

Yes, he ' s out~ine now. 

!hie is the situation: If the General :otors 
Co..,.,any ltill tell us t hl't !'rn. lf6rd 1& a sala ried 
e".~ployee or t he General ''otors on their payroll 
and is doin~ bona fide work for the,, ~:rs . Shipley, 
the heed or our Passport Division, will gTent her 
the visas as i n the case or her husb~~d . 

Ves. Well , s upposing .•.••• 

That is the onl;v -- that is the only point . You 
understand we are aim!>lY Sltan!)ed ll1th request s or 
this ltind all t he time and we have to keel) to our 
r egulations , but in this oase, as I have tol d :vou , 
tr it really is a bona fide oese and she i s on the 
!)ayroll and t hey will tell ua eo, t here won ' t be 
any difrieult y. 

Well , who should tell "rll. Shipley so that she 
wlll believe i t ? ! r:tean , he ' "··· ... 

Would :vou hold t he ttire j ust one second? 

(l.:r. ~lelles talks aBide to l•ra . Shipley) 

l!r s . Shi pley i s here with me and she says that all 
t hat she needs i s to have 1t 1n wr1t1n~ f r om the 
h ead of the n ersonnel di vision ot the company, 
J.~r . Farve:v . -

!!r. Harvey? 

Yeah. 
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All r ight. wow, let ~e aek •ou thle, i t there• e 
an7 other t rouble -- I mean, i t• e i~rtant enough 
t o me that I ' d be Will ing to put her on the freaeur 7 
pa,.roll. . 

That you'd be willing to put her on the Tr easury 
payroll. 

Yeah, 1t I • . ... . 

I don ' t think we have t o go that tar. 

Yeah, but I !!lean supposing General Motors didn ' t. 
You eee What !'1!1 atter in return tor thle, I went 
a weekly report ot what he ' e goin~ to see. 

Yea, I under stand. 

That's my interest. 

Yeah . 

J 

But it -- it t he Other thing doesn't work, I ' m going 
to -- i t I put her on our payroll that would clea.r 
it up, wouldn ' t it? 

Why, ot cour se , then she'd be a ~overnment employee 
going tor government business. 

Yes. 

But I'd much rather not do t hat , Henry, beoauee 
ehe ' e a Canadian by birth. 

Oh, I didn't know that. 

Yeah. 

Well, then I'll get something 1n writing -- a 
telegram or somet hing to Mre. Shipley -- a telegram 
within the hour. 

Al l r i ght , Henry. 

I 1m ever eo IIIUOb obl1ged and that thing in regard 
to Korva7· · · · ·· 

Yee, 
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Bell and Fole1 and ever1bod1 ••1 i t •a all right 
and when he'• read1 to draw hie check, ae I under
s t and 1t ia 800 thousand, he'll ge t the mone,.. 

Fine. I Just wanted to make eure laet night that 
you personally were eat ietied with 1t, that• a all. 

tlell, on Bell ' s and Foley• a ea:r-eo I am. 

All right, Henry. 

Tbnnl< you. 

Goodbye . 
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Hello. 

Hello. 

Mre . Shipley •••.... 

Yes. 

Henry V.orgenthau, Jr. 

Yes. 

Mar 7, 194o 
11:03 a . o. 

Are we all right now on Mrs . Vard? 

I guess you're all right . I ' m eobarrassed and I 
expect to be for the next fifteen years but I'll 
-- t hey are t o send ne a telegram and Harvey, the 
personnel m~ i s to take 1n a l etter to the New 
York office and we'll ~et going then. 

And --but you 're going to get t he kind of telegram 
mentioning the salary and all that? 

Yes. 

Have you t alked to b1m1 

Yes, be -- Mr. Anderson in }<r, Sloan ' s office has 
Just hung up. 

Oh. And ,ou•re all set. 

Yea, I 1 ve told him what I need and I 1 ve told him I 
would like Mr. Harvey, the director or their 
personnel , to conf irm it in a letter because it 
is with him I usually deal . 

Fine . \·/ell , then I can tell Mr. Ward his worries 
ar e over? 

(Laughs) His worries will never be over unt i l he 
has but t he 
passport worries will be over Just aa soon as t he 
New York office geta an instruction, which ought 
to be in t he course or t he day attar I get the 
telegram, and then they oan t ake her passport i n 
uo t here and have 1t fixed, 
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Well, will :rou lll t lire. nou Jmov dvlnl! the aa,t 

I think the ~le UJ1 thezoe &PI going to do lt, 
Mr· Sloan1 1 oft1oe. 

The passport 1an1 t -- I ha~en 1 t the paeaport. 

Oh, 

It has been put 111 order for Italy and Svltr.erland, 
which vaa according to the rule and 'llb1ch ehe could 
have, and ehe haa 1t. 

Oh, doe• that let her go to rranoet !bat'• Vbare 
ehe vente to go. 

8: No, it didn't , but ehe~ ll haTe to bring that 1n 
and have 1t fixed up. in New York. 

H.'!. Jr: But the release haa to come from you personally. 

S: Yea , Aa eoon a• I get the telegram I 1ll releaae 1t 
to Nev York . 

H, \! ,Jr: 'l'bat• e all I wanted to lmow. 

8 · Yea. 

R, I( . Jr: Thank :rou. 
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The Attorney General ie out of the oity until the 
end of the veek. I have hie offioe on the line. 

Uel l, tell them I vant to talk to him Wherever he 
is. It•a imnortant, i t you please. 

All right . 

Wherever he is r want him. 

All rlgbt. 

11:32 a . m. 

Hello. 

I have l~r. Robert Jackson, the Attorney General. 

Thank you. 

Oo ahead, please. 

Hello. 

Hello. 

Hello, Bob. 

Yee . 

This la Renr7 talking. 

Rov are you? 

Fine, hov•s spring u~ in J amest own' 

Oh, it' s tlne . I just go t ln from a long ride over 
the hills. 

J ealous as hell. 
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Oh, it ' • grand up here . 

Well , you ' ve sot aenae. Bob, I heve my men her e on 
the Annenber g case and Ouy Kelvering ia reco1111endi ng 
that he so ahead and be permitted to settle in a lump 
aum tor 9 million 2 more or leea, approximately 
9 million 2. You remember at Cabinet I eald I 
wouldn ' t •• • •• • 

Yea. 

•.•..• do an.ythlng un t il I epolte vith vou or eat down 
vi t h :orou. 

Yea. 

It :orou are not t amillar vlth it and wanted to check 
v1 th Sam C1ark, I think 1 t• a important enougll you 
do. I think ve•re about 3 million above ~nat your 
boys had in mind but you'd better aaoerta1n t hat 
tor youraelt. And I'd lilte to know whether 9 million 
2 would be agreeable to :orou pernonlllly. 

Well , I think I oan anewer that ott-hand. 

0. X. 

I thlnlt 1 t 1a • 

.Ul right. 

I don't-- there• e no auob settlement ever been made 
in biatory. 

Yeah. 

And ot oourae the altuaUon 11 t het I told Sam that 
evan 1t ve bad acme d1tterence ot opinion , ve haven' t 
any t1gurea to baclt any other opinion up v1 th. 

I eee . 

We ehould be guided by :orour t1gurea in the mat ter. 

All rigllt. Well, t he CommUeioner teela very strongly 
about 1t and be t eel e tbat 1t be doeen•t get 1t, vby 
over a course ot several yeare' litigat ion he oan 
get 1110re . 
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Yeah. 

And he teele that -- oh, lt •e 9- 2 more or leaa -
An that range there that t~at•a What we ought . to get 
and he wants to make lt a lump sum rather than break 
l t down. 

Yea. 

And that• a trom ' 23 to 1 38, inoluaiTa. 

Ub-huh. 

But Guy la reeling Tery t ough today. 

(Laughs) Well • •••.• 

Ar.d he t hinks •••••• 

•.••.• I think t hat it that's -- tigura is satie
taot orr t o you it' s certainly all right with ua 
and we re not going to -- ve 1re not going to try 
to make any adjustment or it tha t ien 1 t on your 
figures. 

Right. Wel l now, just a minute. Guy aaye he 
vente to tell me ona t hing . would you mind val t
ing a m1nute1 

Yeah, aure . 

Just a aecond. 

(Brief pause. ) 

Oh, Guy aaid that I aaid from ' 33 to ' 38 - -or 
' 23 to '38 -- from 1 23 to ' 38, inoluaiTB. 

Yeah. 

He eaya your boys tlgura it ahouldn' t go beyond ' 36. 

Oh, yes . Um- hm. 

So he juat - - but anyway, 9 million 2 would be o.tc. 
with you1 
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Oh, yea, Oh, ~ea. 

Well t hen, we don ' t haYe to elt down together on 
thU . 

No, I thln~ that•a all right. 

And before they take l ees than 9 million I ' ll oall 
you aga.ln. 

Yea, all right. Flne . I'll be down t here tomorrow. 

I ' ll g1Ye hi o a couple hundred thousand dollars to 
nlay with , how• s that' 

Well, I ' d give him a little discount t or cash. 

(Lau~e.) All right. 

(Laughs . ) I tell you, we always tlgure, you know, 
that cash 18 a little better t hen prooiees. 

I see . Wel l , t hat ' s What I tried to tell them the 
other day. I ' d rather te~e gold then pieces ot 
pa~er. 

Yes , yes. 

All r1ght, Bob. 

All right, tlne. 

Thank you. 

Goodbye. 
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H. M. Jr: 

0: 

Louie 
Co lliJl ton : 

'l ." .Jr: 

,. , .. 

C: 

H.}~ . Jr: 

C: 

!' ,\ ' .Jr: 

c: 

I' • .. 

Hello. 

Go ahead. 

Yea, Mr. Secretary. Yee, sir. 

Kay 7, l~ 
3r5l p.m. 
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I find that our letters crossed - - I Just have one 
from Edison whlch says, "Deer Henry: Vill notify 
C~tain Puleeton anyt1me we get anyth1ng from our 
Naval Attache 1n London we think 1111gbt :possibly be 
of uee to you in your Department. qay I ask you 
to reciprocat~• And eo forth. 1 S1gned, Charles 
Edison. • So that takes care of t hat. 

I see. Well, ! -- I di~ 1 t know that that letter 
had been wr itten, and I checked then with Anderson 
and he -- he and I have a definite understanding 
of the Whole thing. 

Well, I didn't know., ..•. 

So I t hink it will be all right nov. 

llell, I Just - - it vas juet handed to me eo, •.•.• 

Yea, I see . 

eo I didn 't want to • eem as thougb I wee •••••• 

All right. Fine , Y~. Secretary. 

...... ungrateful. !hank ;YOU , 

Not at all. Goodbye • 

Regraded Uclassified
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(Signed) H. llt!MENTHAU JR 

'1r 1t Me ntue c. .,nan, 
'II .._ .... a, 
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Oopy t o Ambataador Bull1tt via 
d1plllmat1o pouoh 

Oopy t o llr. Ward 
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lilaJ' 2. 1940 

10:1 5 &.II. 

Present: 

Captain Collins 
Captain Puleeton 
ur. Young 

~.Jr: Incidentally, Coll1ne, make a note that 
that aeoorandWII you gave 11e that has to do with French 
engines tor French planes, I gave that to Brett and he 
aa1d thAt he wou.ld have an anewer f or me in a daY or 
two, so I have not got it. You hl\d better giYe 11e 
another copy. 

I want to dictate this and then you fellows can 
fix it up in your language. I nnt to send a 11eesage 
to Bull1tt, through the Navy. I will have to clear it 
with General Watson and have him send it over, because 
I want it in Navy code , but I want 1t 1n language the 
Naval Attache can make sense of it. 

·~~basaador Bullitt. 
Via U. s. Navy secret code. 
From Secretary of the Treasury. 

159 

Blooh Laine 1ntoras 1118 that the;y han no engines 
for their new Bloch bollber and hae aell:ed 1118 to asa1et h1ll 
to get eng1nee at once. Pl.eaee secure first-hand 1ntor:na-
t1on as to their total engine neede. When will first 
Bloch bombers be read7 to lea..-e faot or;y and how aanJ per 
l!lOnth. 1 

I Just want to make sure the rrenoh are not 111~. 
Dose that make sense? 

~'ota1n Puleeton: 
l1ttleyou wanted. 

Yes. You could shorten 1t a 

IO( .Jr: I would not bother. Ae I undoeratand 1t , 
the;y have a machine i n Parle, ae well •• in London , a 
decoding machine, eo 1t 1 s not a matter of words . 
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Captai n Puleeton: Oh, yea! 

Hll,Jr: And then I want to eend an accompanying 
letter to General watson. 

'Extra Confi dent i al. 

Uy dear General: 

l€0 

I would a ppreciate it you would arrange 
that t he inclosed message be sent in aoet eecret code to 
Aoboesador Bullitt via the United Statee Naval Attache 
i n Paris a nd also 1nst_ruot hls Naval Attache to handle 
the r eturn caessage from Ambaesador 8ull1tt to me. • 

All r1 ght, 111811 ChAuncey, it you will get that right 
ot!. oOo-oOo 

Regraded Uclassified
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Clorll'enlloe• re proepeetin oontracte with 
t!'! Anllo-Prench PurpbM'M Mle1iop1 

Cbar~e J. Stl.J.well) 
L. D. llcDon&ld ) -.n.r and S.U. Ooape'V 
l!r. Bema ) 

Y. R. Jru.1a ) 
!. B. llorrOW ) 
Jollll A. Orcfte) 
Robert II. IIUl.er) 
~ s.ndricD) 
Gordan s•..., ) 
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-7, 19'D. 

,,,, •• J. lel.q Menb1,....,. Uld A1l1e4 JW'braal'7 13 
Pr<>ducte IMUtute .lpr1l 10 

ll18ft11. loebler 
IUid~ 

Robert .. Oqlcri 

Artbar lli&lliiDt1lw) 
So If. SilqleOD ) 
Gecqe~) 
l!r • GordOD 
l!r. lm JIDda 

A~ tar OleD L. llerCb 21. 
lllrtiJl 

~VIlli._ aoMne' .t.prU 10 
c .. ...,. 

qlo-PlreD+ ParCbU1Jic .t.prU )0 

lfLH:iOD 
WriCbt ~eel «UporetiOD 
~. ........, • J 'lel.eer J 

Botobkiee and .,.U 

~ ~o:.pt'V JIITl 
AttorneT 

Ccntrecrtare wbo heft ocasultecl the Iatemel 
Be ••o• Bureau re t.ex teeturM ot oootreote 
nt.h torticp cmnwt!IH• 

-- ... .. . 
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Colt*• Patat F1.re .._ ~ C 1*111 
Da ret Salaa of guD8 to IIIQcl•rd 
DatAl llarcb 25, 1940. 

Qlrtiee-lriebt .A1.rplaDe Oorporation 
In ,., S&la of airpl.aDN to foreip CO".......te. 
DatAII ~r 29, 1939, April 27 and April 30, 1940. 

Dc>u8111 Airorett Carporetion 
In re1 S&l• of airplanea to Jlranoa. 
DatAl I l'lll>ruar7 7, 1940. 

Tbt 1. I. dal'Ont de!e• 'Ule and eo.ptv, Dac. 
In re • Salee cf llilltuT poooder to fore1c:n 

aonn-mta· 
DatA•• Aucuat 9 and Da c•ber ll, 1930. 

l!erC!Qlee PO!Idolr 0 "'1••0' 
In re1 Sllee of llilltllry poll'ller to tbe lkl&lilh. 
DatA11 DaOilll:)er 5 and 71 1939, Febrl>lzT 1 and 2,1940, 

and 118rcb 2 and b, 1940. 

Olen L. lllrt1n Coapi''V 
In re• Selee cf ~· to tore1c:n ,.,a,....tA. 
DatAl April 17, 1940. 

UnUed llrc:ratt Corporation (Pratt and Wbitnq D1TiriCD) 
In re1 Selee ot a.1rpl.a.ne engillee to ft'anoa. 
DatA•• October ll, 1939, llonlober 21, 1939 and 

llarcb 29, 1940. 
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~ 63 CONFIDENTIAL ... 
9ollf14tpt1al 

PARAPHRA81 

A ulegram ot ~ 7, 1840, troa the t..erioan Ambauador 
to the Aaerican Con1ulat1 G1n1ral at Shanghai 

at Chungking/read• eubetantiall7 &I tollov11 

In1truct1one are being giTen to the general aanager 

ot banking department ot Central Bank to extend to the 

manager ot the American Expreea CompanJ an 1nT1tat1on to 

Join t he unott1o1al oonaultat1Te committee, according to 

1ntorut1on now reoe1Ted b7 the American t..baeeador troa 

the IC1n1atr, ot J'1na.noe, which aeke that the aeae 1ntoru

tion mentioned in Cbunglt1 ng' 1 telegram ot April 25 be 

oontidentiall7 oonTeJed to the manager or the American 

Expreee Compan7 at Shanghai. 
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llq 7, 1940 

§b1ppigr Situation 

·s· - i 

Aaide troa tbe tact that the Pac1t1c Co&et treipt aD1 

charter .ul<et r-s.aed tir11 a1 tbough epot~, there waa 1'&%7 little 
t.bat could be :reported with tbe bope ot .UnteJ.DiQS a decrea or oon
oiateno;r. For inataz>ce, tbe 1arp lllllber of JonresLan ehipe caught 
in neutral porta by the blltskrieg, thus diat:reaaed, could eae1l;r 
puth rate a doWD if llflde anil&ble for charter 1 Jet OD tbe Other bend 
mt all theae ahipa UT be aade anilehle tor charter and tbe propo
oiUoo ot 110re busineaa ottariQS than ahipe to handle 1t could &&11117 
put rates inordinatelJ' hillo· 

L&at ....,.., bo"Ter, ll&itber ot theao .nr.ee deYaloped, 
altbo\llh late in the week U aa reported tbet be- 10 aD1 12 dietreaeed 
lonrosL&D Yoaaela bed been cllartered for 1'8%'7 abort t&nla at 1owar tbeo 
&<>lac ratea. Tbeae charter• were aot regarded u a tl""Qt rate iMicatioo, 
altbouab 1D tbeo%7 tbolo' did tend to weelten tbe atnlcture , OWDera on the 
Pac1t1c Coaat ware not aDld.oue to aall:e coaai tuote in 1'1n ot the _.. 
PNdJ.cteble etete ot ettaira. 

lli th the lateat nr ..,,.., busioeaa troa the Pacific 
toward Europe waa practic~ tiDiabed, except tor oroob oargoea u were 
a till be1QS telteo by the Bri t1 eh lloee lillder order& troa the Bri tieh 
aiDiat%'7 ot ehippi.Dg. BlViQS ot C&llton>J.a product& ( CUIIIed &004&, dried 
ul h-eeh fruita) , liDted u 01\IX\Iriea•, bad dropped to tbe •reat 
tricltJ.Ao. Soae 1...., aD1 creJ.o waa 1101'1<1g tn. Pac1t1c Jortlmeat porte. 

In the Oriental route apace cont.iJaaed ti&)lt, due to the 
ahortep ot eh1pa. Scrap ,.. a little waall:ar on the berth and ,.. 
otferille U&)lt17 at $1.2 tor ra111, $14 tor 1oo••• Cblrter1QS waa e1ow 
aJXI the laet t .i.o. acrep fUture waa reported at $14 . lAUer to 
Jape.n waa quoted at $18 and to Ch1118 between t20 a.lld S21, with aot - h 
aetirtv. Cotton waa dull u wae ge~~eral e&ri o• 

Io the Auat.ral.1.u route 1~ &bond oou1darabla 
laproy-ct, and berth ooctraet :nr.tea...,... iocreued, Open :nr.tea on 
lwo~>er troa Britieh CoJ.Iabi& ...,... q..,ted at $56 U. S. curreDq and lip 

to t38. SO Cloed!A!a curreDq. 1'1xtunoa......, eatiMted in the 1181~ 
ot ~. Oeoeral ClriO buioeea waa atill iD&ctin du. to tbe atrict 
lle&DoiQS qat. etteot in the Utipodea. 
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I~ ..... wa Met"'• tor-' to --.1 
....... , alt.illloiP tile.,... d.wa\1oa wa nul 110 ~ t.lla\ tile 

4~-' wu oalT 1a ~ to t.M .n -u.. ••=•=• t1a1a 
v-Ie ia ...,...w to .. ...,._ fW tile -- ..-1. ..... ..u. ...... 
llo.-1 ..S ......,., ...u.oad 1-..ller ..... nul Jl'l I W aa ~ 
.~ Fit' • tor llllller ~. 

~aplto - ropo~ ~to t1ztvM or d1et.reeM4 
.. ,.."an to-ae oD tile .lt.laaU.o, P...U1o Coaat. u- oll&rt.er ~t.N 
r d.S nra. It. aa roporW t.llat.l$.80-. ott...UC ~. al~ 
.. - tlltt.Ve• ..... d1MloM4. 

1 U t.t.la od ot tile OZ<l1.aq -. tile nport. t.lla\ - pa1a 
bad beell ottend cnr\ ot a.c. t or llooiUl .lt'ri.oa at. llet LID tiD aid 121· 
'-bel' aa ott ar1111 at. be'- 140 aid 161, 1\ wu reporW. 

IL L . 
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DISTRIBUTION. 

President 

secretary ot War (Attention ot General Arnold) 

Seoretarr ot Navy (Attention ot Admiral Towere) 

Aaaietant Secretary ot War Louie Johnson 

Aeai atant Secretary ot Navy Louie Compton 

Captain Colli ns tor h1meelt and each member ot 
the L1a1eon Committee (three copiee) 

Yr . Philip Young 

Yr. Purv1e (By hand trom Secretary Korgentbau at 
lunch) 
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ot~l~ted Volue of A1rplaneo and A1ro1ane Eng1n .. 
CONnornr. , 

Purehaot d by England and France 

(In a11l1ona ot dol laro) 170 

--
1 <ilaO r eb, liar, AprU lla1 June JUlJ 

~ontr.:J ~·· Ordere: 

:.nrhnd 
~.~ 2J,J 

fro nee 5.1 }7.} 

Jo int 106,6 

Tot•l 9. 5 167, 2 

! on•.hly :>eU•er1eo: 

:.:o:;lan4 2. 9 }. 6 

rr.nce 11. 7 5,9 

Joint 

Totol 1~.6 12. 5 

Totol Nt• Ordere to O.te : 

~nghnd 1}7. 7 1~2.1 165. ~ 

rrance 258.5 26J, 6 }00.9 

Joint 106,6 

Totol 396.2 la05. 7 572.9 

7o tol O..l1urlee to Dete: 

~ngland " ·1 51. 6 55. 2 

Pr-ance 81. 5 93. 5 102. 11 

Jo\nt 

To til 1}0. 5 1~5.1 157·' 

~n ~\l led Ordero : 

l:nglond 59. 0 90.5 110. 2 

r·ranct 176.7 170.1 198.5 

Joint lo6. 6 

To til 265.7 26o. 6 1115.} 

troaturJ DiPart .. nt , b!•ielon ot Riaearoh ana ltatlatiew, Li 6, 1910. 
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toUuttd Value ot A \"'l anea P\11'01\aa&d bt ll\f:l a nd and rr.noe 172 
( In • llllOIIa ot 4ollaral 

-
1940 hb. .. r . Aprll I .., luna Jul.J 

Nt• Ordara: 
3.0 22.7 

IT&nOt 
4. 2 

Joint 

10.9 

1o6.6 

!oUl 7.2 140.2 

110nthl1 DeU•t r Ua: 

ioghnd 1.9 2. 6 

!'ranee S. 3 6.1 

Joint 

To tal 10.2 s .7 

to O.te: 

iogland 91.6 94. 6 117. } 

rranoe 126. 5 1)0.7 141. 6 

Joint 
106.6 

Tot.tl 21!.1 225.3 365.5 

fotol O.Uur\ aa to O.ta: 

ingland )3. 5 J5.4 ,s. o 

rranee 119.6 57.9 611. 0 

Joint 

Tots1 SJ,1 9J. J 102. 0 

Un t1l : ed Ordara: 

i:nglond 5!.1 59.2 79- J 

F'ranoe 76.9 72.! 77. 6 

Joint 1o6. 6 

Total 135.0 }"52. 0 26J.5 

freawrr Dfii)iri•n£' 
iiii 6, !4CO. 

Di•ialoD of Meeearch afte itatletloe, 
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leU•te4 Yaluo or AtrplaM ~a~~tnu furolla ... 

- Eqlaft& otl4 ,.._ 

(Ia •Ulloa• or 4oU..,.I 
114 

------------------------,.~--~~~--~~----~~----~~~~~~~---
19'0 I M, I .... I -p\1 I .., I ~ . I hlJ' 

~onthl J ,.... OP40POI 

En«len4 

rreno• 

Joint 

Toto\ 

~onthlJ DellYOrleol 

£ngl e.n4 

rr.noe 

Joint 

Toto\ 

Total New OP4ere to Deto : 

£nglend 

Freno• 

Joint 

To till 

Total De1i•erlee to Detel 

£ngl e.D4 

P'rai\Of' 

Joint 

Toto\ 

Unt1ll e4 Or4erel 

Ef18hnd 

fre.noe 

J oint 

Toto\ 

1 •• 

.9 

-

1.0 , ... 1.0 

:r.a 

~6.1 .. 7.5 .... 1 

1)2,0 1)2.9 159.) 

-

-
51· 11 

130.7 128.6 151.11 

• 
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CM 
llll•ber of A111)lan .. Puro.,.aa4 bJ EftClan4 an4 rr.noe 

19110 rell. .. ,.. Aprll llaJ Jun• JlllJ 

110nt!llY ~·· 
01'4eral 

2oll 
Enr.lond 

S1 
rrenct 

Joint 
1,6oo 

To ttl 
1 , ~1!5 

~onthly DeUnr1u : 

Enp;land 
16 29 

Frence 
loll 160 

Jolnt 

Total 120 159 

Total Ue• Order a to Date: 

EnJiilond 2,050 2,050 2 , 25~ 

France 2 , 025 2 , 025 2,106 

Jo1nt 
1,600 

Total 11 , 075 11, 075 5 , 960 

TotAl Del1ur1u to Date: 

Englond 750 766 795 

rranoe 7911 S9S 1 , 055 

Joint 

Total 1, o;4ll l,66k 1 , 55} 

Unfil l ed Ordera: 

!:nJIIllnd 1, 300 1 ,2511 l,k59 

rrAnOt 1,2}1 1,127 1 ,okS 

Jolnt l , 6oa 

Total 2 ,5}1 2,kll .. , 107 

f'l·ea t\lr7 bipertMnt, b{•{a{Oft o f RiaearGh an4 Siitiat{ca, 
,..,. 6, iq4(5. 

Regraded Uclassified
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!(ua'ber ot ,Urolan• Enginu Purohaeed b7 &nalend lln4 rr.noe 

lollo hb. ..r. AprU .. , June 11117 . ------
~onth\y New Ordere: 

i:~l'bnd 
lls 

France 1,612 

Joint 

Total 1 ,660 

.tonthly DeUverlee: 

Ln~land 
ill 67 

rra not 213 268 

JOt I\: 

To tel 254 335 

Tot•l New Order a to Date: 

::n~tlend 3.!93 3, 893 3,941 

Fr~nce ! ,7&'! 1!1, 751!1 10, Il00 

Jo lnt 

To ttl 12 ,681 12, 6!1 14, J41 

: otol Dellurlee to Dete : 

~nl'l.ond 1, 2t4 1,3?5 1,392 

i'l'anee 2,11le 2. 35'5 2,621 

Jolnt 

Total },424 3,678 4,013 

·:n~tlled Ordera: 

~n!fland 2,609 2,568 2,549 

frsnce 6,~ 6,435 7. 779 -., 
Joint 

Total 9,257 9,003 10,}28 1'\j:''T' ' I 

..--. reaeur1 DiOart .. nt, blviaion of RiaearCh and itat1at1ca, liiJ 6, lqt(j. 
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·. 
~gn(iclcnt1al 

CONFIDENTIAL 
COl\. ,J,_,~ fiAll-J 

PARAPHRASE 

A oont'1dential telegram (no, 209) ot Hay a, 1940, 

t rom the American Ambassador at Chungking reads substan

tially as follows: 

When commenting , during t he course ot a call on 

Kay 7, on t he recent drop in the exchange value ot the 

Cnl.nese dollar, Dr. Arthur Young (Financial Adviser t o 

tne Cninese Government) said t hat on the evening ot 

May l t he stabilization tund withdrew support temporarily 

from t he Chinese currency. This act ion was taken on 

aooount or the tact t hat t he drain ot exchange and the 

speculative position had shown that the stabilization 

run~ was not large enough tor the a.ggressive operations 

required to r epurchase the currency i n subs t anti al amounts. 

The Central Bank, the Bank or China and the Hong Kong 

Tokyo ( t ) Bank contrived, nevertheleae, t o get t ogether for 

the fund some new resources so t hat operations to suppor t 

t ne market and to reduce f luctuations might cont inue . 

In thi s way i t would be possible t o meet the i mmediate 

emer gency, Dr. Young t hought , but the effectiveness ot 

the war eftort would be progressively diminished and 

China ' s economy would be disorganized by the strain unless 

a 

Regraded Uclassified
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a lll'llnaaUal _, ot llillp ... NH1ft4 floGa '11i1 

olltl14a (Dr. 'IOUJIC aa14 1ll reepoue 'o aa 1Dcall1l7 Ula' 

be lla4 1D 111114 a OODV1'buUOD 'o ~ e'a'b1U&aUOD 

tiiDd) a~~4 llllleea ~ Ohineee CloYei'DMn' 'ook tiN aoUon 

1nl14a Ohina. 
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CONFIDENTIAl 

(Confidential) 

PARAPHRASI 

A telegram ot Kay 6, lQ40, from the American 

Consulate General at Shanghai to the American Ambaeaador 

at Chung)t1.118 r eads substanti.ally aa follows: 

182 

The manager ot t he Amerioan Bxpreae Company remarked 

t bet he would be pleased to become a Glember ot the un

orti oial consultative oommittee. when, on Way e, illtorma

t i on in regard to the committee (eee telegram ot l.!ay 7 

t r am the Ambauador at Ohung)ting to the Consulate General 

at Shanghai) was brought oontidentially to bia attention. 

Regraded Uclassified



MAY 8 1940 

' . . , ,t .• 
. ' ( 

..,._ .......... ..U..'• latter ., '"'" ... 1~. 
u.u.ttU., r. tM _,-' taU....,.._, a*'-"~ • ~ 
..... ~ ..,_ ..t.Wi .. tM pa Mr ... IIIII ....... 1'-
C.,..U.. at .-... _, r-.n1 ._ s-a .... , -. .... * 
I IIII ""U. 11- a...,....ta. .a.\, ae ' '"1 ... tw etW 
,..,...., .... • .l.'--\he ....,._ et...,. ,..,.._ '-li•'•U.. 
\e snftM , _ • .....u ......... ..,&tel .... at tM ~ 
, .......... c. ..... \&a. 

... u- 1 <•> et ,.,. ,..,.... ~ ..u ~ * ...... 
a\.-.;.;'1• ' '- Ooil,.a.a., .._ 41 enol at tM FotMral ._ 
4Mila1.vaw, te pa loar d,..-.. et \loa .-- ~ \M 1--.J. - '-a...__. lllr tM WldW •'-• ... ..U .......... 
\M .... \ufattM,_ , .. ..u.-.---.tM~ 
U.. rs- Ooil,_dt.. ftle I lot...,. at \loa 1'11 I M1N 
.1.24,'74).,000 ef \loa ..,&tel_... at tM FotMral ._ J.e. ...U 
... .J.~ ..uu.. 1D .... w.. ,_ , ... ma-t ., ......... 
llel4 - ..... _.....,. ., ..... ,_..,, '"" ..... ,nori.tft ............ 
lilac \M ._.,_ • eale ~...a ..... ftle 'h': I .... -' .... 
.. .. ,.... ........... 1 (•) ., \loa ........ .ul • 

.,.._ ......._ lae \M I "•''" rs- Gwpwatbe _,, 
-- t.loa •• ,. .. , ., ........ •'-7., ..... "' I• ... ..... \loa 
·~jlNft]. ., tM ........ ,, -..sM ,., ,..,...... .... la ..... 
•twa II 0 ... , .... lwael ............. lr-
U.. 1 (It) e! \loa ........ .u1 .-14 ,...., ...... t -.,,... 

r_... ,... ... .-~ te lie ... ,.,.. \loa a,.....U et\Mr ~ 
tM ease~ ~ ...,. tn 7 • \loa r:Aenl Len u.iaiet.ww. 
Tlti - tw Uile ...... &a tM 1D u wt &W' "'· Tlte ...._ 
be ~s- et lee &a w. ··r - .. ...,.. La l9.J) ...... 
et "- 1111 11 l M" ,..,.,. . n. a·.H 'f _..N' t 1 
a\ tk\ U.. tw ~ liMIIe el\& ...... ...Uu-1 ..,&W 

,.._ ........ ~. ftlefli I'--~--
,.US.C - ................ -...w ... d .... , taU ......... 
•• 'r ...aan .......... I • 

Flit to Kr. Tbomp110n 

/" B1 ~~-ftl' I ~ ......_. 
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,._ .. Uli 7 ' fll tM P 'w.l 1: I e; ._, .na..1 
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n.e S:au"*s fll t-. t1 · 1 W.. ell * ..,.. fll UIS ..__ 
olsw?le ,._ .. puafCr, 1a tM W -' fll ..... .... 
a." a f el ...... I 1 • ,...., .... -w ntt s-t. ... k;pat '?=, 
._. U1S 45 weal fll tlili P ' 1 tl '- 'HA Qs...,, " esdtt ,. h 
.. -leas? ' "' .... " a ,_ ... pu?'s! .. ,.. '"' ... •w ..,.. • ,., • a. A ' "'.,.,..a 'r = ..... .-. .._ 
.......... fll .. .......................... -· --........ __. "' ......... , . ... ....... • .._ ..,,, u-
.r • '• r • u w" n-..,,. • ..._ s-t ... uuea ''ea a. 
.......... Uli-' tl \lie .. puc"wa • I IW -.&tal, ._ 
,. 0 a ,..,,! ........ ,.. ... .... • ...... _. ., .. .U.S,. 
................. ,.. ...... a.met' ...... .._ ... _ _._ 
ot 1111 aQseU ... M 'I PI ... e.,.... 'r- fll Uli I ' 
laUe • ..ur..uoe f11 ..., et ., -.ltal ...... fll UIS ...... ?'eo 
,_. Uee .. ...,..,.. fll UIS,. r 1 .._. a. • •J rete .. t11&a 
Jl'tS IHI ' \e 
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• w ntln u.. ••Ual .._. et u.. c.,..au.. or,... a...__ • _. n.u .... ~ ~ ....... , ..... uoo,ooo,ooo, \Ill& 
011"1•'- _, \e be M\ca ? ... _,\be ll raa...., ef \M b I• 
fM _ __. •• P'- ow,..au., .._ .. \M ai'I'Nftl .r \M 
r...u r...a &MI.al,...._, la te •..-... ...,., ,...u... .r .._ 
011,.1.-. _, ..... ?...S llr \M 111 rwW.., et \M ,_ 1 allaU 
bo ue4 tett \1111 ,.,,., .. e# ateell et \M r~ .._ Laea ....,., 
\bo "",_' et , ... p&ut atee~~ at u.. ••uaa .. --u. n
wi)OI'•"-· w \lilt ww\ .r· 41.u-ta • \M •pt.W aU. et 
\bo C.JIWo\Uft, Tllit ,.__, baa .. ajaa\&&11 \a \ale ~. 

1M JII'WJleoU -ad •.t• tw ...... 1 .. \M •Jil\&1 at \M Peolaftl 
,_ ..... c:.,.nu.o .... u .. \be\ ~ .....u.. ...u ...... 
hoe u- \a u.. .... 1a tllit )'41 ., .t 1\& ...... at a--. 
\bo cw,..au .. loa& na aw naUM'le u.ntwo ,. .. , .... ,._, 
\!10 paU-la •pi.W et \Ill& OWJW•Ueia ...U a\ • U.. loe a ' • 
~ u.. - at tso,ooo,ooo.• n u.. ,..,, ... \be\ ~ ..,..ww 
.U "M llaU 1a \Ill& T1o I 1a \Ill& ..-1~ ,_. ... allaU Ill& 
""~le tw tu a· ~ te \Ire ..,£\&1 a t \Ill& Cei)Wr?IM. 
Tbo JII'WJ)e&&l aubd .,. Jl&'&'l'l ... tw .. ..-st~a\ ......U.. u _,.\&1 
h.- tJOo,ooo,ooo te tlOQ,ooo,ooo ,..s ""'.,,,._. te \be,..__,. 
•t ill -'-~ .. \111& •rl\&1 ., ... Coo ,..u.. l.o -
of t.\01),000,000, !k -' \& M N,.U ..... \W.a .. I I I I 1\ .-lA 
bo 4at1alu" na. && tuJO,ooo,ooo. 

IM-11 && tile 111'11111~ ...... , .... la \1111 ao"\&1 at \1111 PadenJ. 
, .,.. llar\pce O.pe .. u-. 1a r .. \Ire ,...,... at NJ~&¥hc to \M 
'mo.., , 1114 MAiiW ~UMl• tw \M t-.1- at \M Cleoa \, 
- ' • llwe\afwa paU- te \M OW',..aUe r,. _,.\&1 pa;uu, 
\bo bee_, ..u ... « ""'' \lilt .... _.,. J.etlaleU.. .. -
11&41&4 1a \M twa et \Ire ,...jl&&&l ...... .... Na YlU -sA 
Ill••& .. raoJWwl"llV .,.. \M ...,. et .U...W• et \M ~"" 
tar \M .....U.. 1a 1\& .._\&1 a'-111 ... eMSat. \M ur 'tr at 
Ue 4U.. ... ~ • ~ .. te .-.~~rar \M c.,...u.. 
bu ,...csa ... awUMJ• t' .r.. 

TM .. ., I l ........ -u loe • && \& - \M ..,.,_ - t• at _,.\a.\. -1\•11' • \& U.. OW,WaU.. lt ....., t\ a lnW 
4ota-., MUlot te ~ ... jl&&&l t ~ epefl• te \110\ l ,._ 
,..\ad iJ1 \Ill& 1aa\ -· F I at \M ... jiiN&l ....... •&&, 

···(.W.~ .... 
llaiiH\u7 ., \Ira ,.......,. • 

Tbt M•- h'e, 
, ... llt.raoW ., ........ at \Ill& ..... ,. 
laalll ..... , D. 0. 
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J.prU 216, 1940 

'l'ba Honorable 

1be Secretary or tiM tr.aaU1'7 

J.t tbe request or S.Cl'41tal"7 l'al.laca, I .. a&Ddinc 

rou tbe attacbad ata-t on tba capacU;y or Canada to 

export pori<. 'l'bio wu prepared follow.lng a quution JOU 

raioad at ll.aicb witb tbe Secretary. 

Sincere~ 70uro, 

191 

~ (). ~~fUfl,__ _ _ .. 

!llcloe,... 

LaoD 0. Wolcott 
J.aaiatant to tba Secrat&1"7 
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1'roa.sury l>opar~men~ 19S 
Division of Wono~ary Boeeareh 

0 
0& to ....... ~~l.J! ..... l9!!:Q ...• ______ .l9 

To: Secretary Morgenthau 

I think you will be interested in 
glancing through the a ppended memo on the 
Britleh Budget by Mr. Adler. The high
light. are: 

1, ReTenue tor thie year ie eet1mated 
at $5 billion•, or only $800 aill i one aore 
than tbe actual reTenue laet year. 

2. Expenditures are eet1aated at $10.7 
bill ions, or whlcb $~ b1111one are t or war 
purpoeee . Tb1e eatlllate 1e low and coneer
V&tive. 

3· Tbe estimated de!ioit tor tbie year 
1a $5-3/4 b1111ona, &e compared with an ac
tual deficit or $3. 1 b i llion• laat year . We 
believe tbe a ctual deficit will be eubatan
tially greater. The deficit ia to be met 
~~1ncreaeed ehort and long-term borrowing, 
~~ new purchase tax, and probably by the 
realization or eoae or tbe gold protite. 

4, During tbe laet 12 mont ba tbe per 
oapita National Debt in the United Xingdcm 
roae b7 $66, from $~9 to $755· In tbe eaae 
period tbe United State• per oap1ta Federal 
Debt roae by only $17. By April 1941 tbe per 
capita national debt i n the United X1ngdoa 
will be not leee than $~44, aa compared wltb 
approx1aately $350 1n tbe United Statee. 

WB. WHITE 
Branch 2058 - Boom 208 

I 

Regraded Uclassified



TREASURY DEPARTMENT l9S 

INT&It-OI'l'ICI: COMMUNICATION 

o .. ,.. April 29, 1940 

SUbject• 

llr. Whiw 

lolr • .l.cUer 

the B~ti1h BudStt l94Q=l. 
ror ·con'ienience of interpretation, ul " fisure• in this 
memo are rounded off and con ... rWd into dollarp at 
$4 • '-) 

1. Revenue for this year is estu.ted at $.5 billiona, a.s compared with an 
actual revenue o! $4.2 bl.lliona last year. The 1nereaaed revenue is to be 
obtdnod by 

a. increase• in taxes on beer and 1pirits, tobeeco, lllltches, 

b. l'liling poeW and te.lephone cba rges, 

c . the going into effect of the increuea in incolll8 tax from 3.5 percent 
to 37?. percent and the reduction 1n the i .ncom on which surtax 1o 
payable from $8,000 to Sf>,ooo, both of which ""re announced lut 
September . 

On an eamed incom of $.5,000 
a married man with 2 children paya 848 or 1 percent of his income 

in the IJ . S. 
a married man with 2 children paya $1,289 or 20.? percent of h11 

ineo• in the U, K. 

2. @nc!1ture Cor 1940=1 1& eatimted at ll0. 7 billions - or !J'Oil 35 to 
40 oercont o! the nation.I inco• - as cOIIIJ)&HCI with an actual expenditure or $7, ) billions 1n 1939-40, ot tbia ..,., I'OUllhl7 tS billions are tor war 
i'IUJlOOta, $1 billion Cor debt aenieing, and $1.? billions for ci..U ex
;-endi t\lrea . 

The expenditure ror the 'llbole of the first. anon .,nt.he or war was 
t3.6 billi<>::e. HowYer, the rate of expenditure rose troa under $120 lld.ll1ona 
per Wlltk at the beginning or the -r to $200 111lliona par week tor the firet 
halt of :.larch and 8260 million& per -..k for the aeeond hUt. It expendi ture• 
rv.al.n at $200 millions per waek, total IWlW expendi turea wi~ be $10 bi}: . 
Uons , i .e., slightl:r leas'than tJie-est1111ated 'expenditur01. Howaver, it the 
rate of expenditures is the same as tha aYorage during »arch, i .e., 8240 1111-
Uon per r:eek , tot.I expenditures will be at leaat &12 billions, or $1 .3 bU
lloM t.\Oro than the eatil:lates. 

( l 
I n vi.,. o! tho possibilities of (a ) intensification o! the war, and 

b =~.arp rises in prices, even this $12 billions estimate io low and 
cor.senau,.,. 
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- 2 - Di'fi.aion or ll.,.,.tar)" 
Research 

J, [hY then .!U.!!..§ir Jolm Simon budget ror_A yqln¥ ot *Yiltndit!!,t.ea tbat_ueu 
no! ~ to t-4 bUUo.n. J ess than will be COQHnat.t:nlv l1Jselyt 

a . The aritisb . ao ... .,....,t 11&7 not be expecting the war to be intenailied. 

b . Tile British Govwnuoent may belle-.e that the Britieh war etrort will 
not or cannot be expanded beyond preaent levela. 

c. It '"¥ deaire to give the strong under-cu.rrent or ruling that the war 
should be 1ntena11'1ed a cooveni.ent outlet and ooport.unity. 

d. '!'ha britiah t,ovarnMnt 11&7 not wish to trighten the plbllc with the 

prospect or aerioua infiation . 

e . The :lritish Govennent may not tb1nl< 1t politically expedient to impose 
boaviar burdens on the public but pretera to reaerve them for some time 
in the currant year, when they can convincingly claim that the increased 
war e rrorts d...and increased . tax burdena. 

I belltve t he latter three reasona are the correct explanation. 

4. i'he esti.m&t0$1 deficit tor t h1e year 1s !5- l/4 billions as conpared with an 

actual deficit of $3.1 bill1ona the year before . rt 1s proposed t o mea t 
this deficit b)'l 

a. •'be l..llpoaition o! a aocalled•purchaae•tax, which 1a a DeW Yariant or a 
sales tax. I t w1ll be 1mpoeed DD all tranaactione b •tnen wholesalera 
ann reta1lera coYering all CCI!Illodities ~ tho5e entering into the 
export trade , and food , drink, tuel and other esoential 1tema in the 
cost of llYing . The object of the tu 1a both to yield revorme and 
restrict caosumption. Its rate haa not yet been announced. 

b . bOrrowing h'oa the plbllc "":! the banks throuj!h the iawe or DeW 1oag
te111 loans at a rate which S1r John Saon indicated w1ll not exceocl 

) ;I. 

c . An increaae 1n the Tre asury Bill Ieeue , 'llhich will be held by banl<o and 
Goveml!lent department• . Last year ?CI{. or t he dsricit waa riMneed by 

the ino .... e in the Treasury :l1ll Ieoue . . .. . .. 

d, The uta o! the gold profits of the ll>tchallge ~tiao AccOWlto 

S. •lle actual ~!icit for 19~1 will be larl!!r than the aot.imated <W!icit. 
It what 1a indicated abOYe about probable expenditure• 1a correct , it rlll be 
lUf!er by at leaot $1,350,000 ,000. Kuch of t his additional deficit w1ll haft to 

be ••t by borrowing, which will , o! courae , accentuate tho upward preaoure of 

:>rices unless auch aore draatic aeaaures or control than han yet been taken are 
a.Jopted. 
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-3-

0 •'ba llL\..~ish Hation&J. Debt toM in the pyt l2 •CIIt.ha troa 1'32,7 billiQQI 
..: oot includ.i"i other capj. tal liab1l1 tisa on :cftp1re railroeda , poe tal aod 
telegraphic soroces , tho UJ>employment Inauranco •unc1, etc . - t9 &35 . 8 
b111191ll • ~'he following table show the itema in which there na an increuoa 

I teM 1n the National Debt !hicb Inqeytd 1939-40 

(In llll.llions of dollars at I. • $4) 
Increase l:ar. 31, 1940 

March 31. 19)9 :•yeh 11 . 1940 OYer !!arch 11. 19)9 

~ae1Dnal S.Yinge Cortif1cates 1,576 1 ,736 l.6o 
H :Jotonce B<!Ma 2.40 2.40 
) , \ ar Loan )96 )96 
:ltlter Debt 9 8 
Treuur7 J illo 3,568 5,712 2,144 
7cporary Advaoceo ll2 24 _m 

Total 3,080 

?. It incroaoed 
!'roc l;089 on the per 
capita l'ederal Oebt ill the States roae by onl,y P? troaa to f.J22 , 54. 
iJy t.he endot the fiscal year 194().1 tho per capita ~ ational Oebt in the United 
"in!dooo will be not leas than $8.44 whereas that or tho United States will bo appro:d
ea tal;y ~3 50. 
------------------------------------- -- ----

su.,ated RtTonue 
Actaal Reve.nue 
~tinted ..xpenditure 
Actual !:xpend.i ture 
stira.ted Deficit . 

Aetaal Joticit 

British lludB!ta . 19)9-41 

(In :...illicca of dollars at I. " $4) 

3,980 
4,196 
7 ,732 
7 ,268 
3 ,752-· · 
3 ,0?2 

19~ 

lo,668 

5,732 

Inc:noaee 1940-41 
OYer 19J9-:4Q 

2,9)6 

. .1,980 
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Gli01JP IISETIIO 11&7 e, 1gto 
g ·~ a . .. 

Preaenta Ill'. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
J.lra 

Bdl. 
Gaston 
Ba:rria 
Coohran 
Baa a 
'lhompaon 
YOUII8 
Graves 
Schwarz 
Cotton 
Sul.l1van 
Pol. e)' 
!Cl.otz 

R. J.!.Jrl 

Poley: 

R.M. Jrt 

Fol 8:JI 

H. li. Jr1 

Poley a 

R. l!. Jrl 

Fole)'a 

Straus wants us to s ee Rlt.yburn tor Ilia. 

Joe O'Connell had lunch wttb W1lllaaa )'eaterda)'. 
Williams sa)'a he will 90te tor the bil.l., but be 
ia against straua . 

Where doee that leave uet 

Be will. vote tor the bill. You aee , the bill 
waa reported out or Committee and it ia i n the 
same abape aa the other bil.l. They got a rul.e 
l.aat 7ear the aaae W&)' we did and tbe7 went 
out on tba Floor and the rule waa beaten, ao 
somebody baa got to go baak to the Rul.ea Ccm-
1111ttee and get another rul.e and then the rul.e 
will. have to be adopted on the Floor. 

Will.iama tel.l.a Joe that he thinks that tbia 
7ear the rul.e wil.l be beaten even woraa than 
it -• last ,.ear, but be will 'tote tor the rule. 

Do tba t again. 

The bill baa paned the Senate and it baa been 
reported out b)' the --

I know it was reported out. 

B)' the Banking and curr~"' Committee. '!hey got 
a rul.e rrom the Rul.ea ttee the same as we 
did and the rul.e waa beaten on the Floor. '!hat 
was just before )'OU "ent to EurOpe l.aat 7ear, 
the last couple or daJ•• 
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H,III,Jra 

H, l.l .Jra 

l'oleJI 

U, I!,Jl'l 

l'oleJI 

B.M. Jra 

l'ole J I 

B. ll.Jra 

l'oleJI 

B, lf, J ra 

I'Ol8JI 

R, lf, Jl'l 

Bella 

- II -

'!he da7 before I aa1le4. 

1bat 1e rtpt, '!h.,. ba,. sot to 80 ballk aD4 

set another rule ~ the Rulea CGIBlttee U14 

Ol,.Se WSllh., do .. n •t think tbl7 can 081'1'7 

the rule 011 t:be Floelr. Be th1nka the7 will be 

'beaten 110 rea th1a 7ear than laat ,ear. llben 

Steagall gete back be 1e going to t1'7 to get a 

rule. Steagall' • prs.-r,. wae ,. .. terda7 and he 

probabl7 wcm 1 t 'be baek tor two or three da7•• 

Well, 1en1 t 1t lllportant to talk to !II&Jburnt 

Yea. 

Aa lona aa he ia the number one boy. 

Yea, ba 1a the ~bar one bo7 and I aa go1na to 
have lunch today with KeJaerl1ng. ll:e7eerl1na 

oelled • ~p. 

Wae that after 5 a00 o'clock' 

It wae 1n the attemocm ecmetSme. 

200 

I told Straua if he wanta to get bia bill tbrougb, 
get KeJaerl1ng ott the Bill. I gathered - it waa 

mat 11kelJ -.:t tault that the bill waan 1 t reported 

out or the Banldng and currenq. 

It 1a technioellJ out or the Banki.rut and curreno1 
eo-lttee, but 1t ia UP to the Ba!!!d!'S and Cllrrenq 

Coaalttee to get a rule. It waa a ••1'1 eloae 'IOta 

when it c•• out Ul4 three ot the members , Will1 ... 

told Joe, wbo voted to report the bill, voted 
apinat it on the Floor. 11onrone7 trom a<l~, 

Oore trom ~aaee and a fellow trca A"I1<&118U. 

Yea, but the wbole Bouae 1e 'fOting on that thing. 

Bere ia a me1110 tor ,.ou. 

Wow let ' • tind out bow Dan •• 4oubleoroned. 

I don ' t know how I waa 4oubleoroued. I d1dll1 t 

a•t 111'. 9111th, but I aot Lawton aD4 he hadn't 
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H. M. Jr: 

Bell i 

E. t!.Jr: 

Boll : 

Eall: 

:; .!! . Jr: 

Bell: 

H. &~:. Jr ; 

Boll : 

H. I! . Jr: 

Boll: 

I! .I!.Jr: 

Boll: 

- ~ -
beard about it yet , so we looked in the Record 
and there i t was. He said be didn • t know why 
he hadn ' t been told by Mr. Jones. He was going 
to be interviewed. 

Mr. Jones introduced his bill yesterday at 5 : 00 
and doubleerosaed Dan. 

201 

I am the only one 1n tho Treasury who is double
crossed. But Lawton auggeats this , that the 
President send this bill up and they rewrite it 
as a special message. That would have to be 
substi tuted for the Steagall bill. 

And not try to do i t J anes' wayt "Now, we will 
f1J< it up 1n Oe=ittee . • 

Jones will probably tell them that can be 
arranged 1n the Senate or the Oemn1ttee. 

Do you think the Budget will have the nerve to 
go through with tbatT 

He thinks they would . Tho President said 1n his 
message on Thursday that it would require l egia
latioo and be would report later on that . 

Have you bed time to find out whether the bill 1a 
just the way Janes gave itT 

llo , I beven't seen it. The title is practieallJ 
tho same. 

I was wondet•1ng about those five or s1J< i tetl4 . 

I think so. It s aid tor the purposes of the 
RFC Act, and so forth . 

r/asn ' t Jones going to wai t until be heard fran 
yout 

Oh, yea . Re hasn ' t had clearance trom the Budget. 

So JOU and tbe Budget both have been doublecrosaed. 

Yes . We have the report here now. It is a sort 
of post morten affair. 
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It is terribly tunny. You know what I keep 
sAying to you. 

Yes , I know. 

You know why, don't yout I ~ta ready at 3:~0 
yesterday. 

I was , too, but then I ch&nged my mind. 

It wasn't his fault , it was mine. 

Well , it was nobody1 s fau lt. 

Do you want me to read th1et I might as well. 

\1ell , it is a long letter. 

fie are against giving the RFC power to request 
itself to buy preferred stock and against in
Ct'easing the amortization of real estate loans 
f rom 10 to 15 years . The rent of it is f avor
able . 

Yes. 

Vlell , I think that --

202 

Smith called me las t night and sAid that he had 
an opportunity to discuss with the President the 
Virgin Island8 bill and he aa1d the President 
thought that the Treasury ~•a one hundred percent 
right 1n principle, but - -

Butl 

That ill what I say. 

He would appreciate it very much if the Secretary 
of the Treasury could aee b.1s wAy cl ear to go 
along with bim this time and he sent the letter 
back to us, hoping we would rewrite tbe last 
paragraph. I told him I thought we probably 
would give in to that extent. 

Steagall won. He will be back. 
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Bellt 
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What I add the other da:r atill hold• true. 
I am w1lllns to pick ltrf t16hta• Who am t 
to t'igllt for the taxea of the Vire;1n IalandeT 
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He feela it ia a bad situation down there and 
ha doean•t think he oould e;et an:r appropr1&ti one 
1'rolll Oone;resa for it. 

I tell you what I would like to do. I would 
like :rou to put 1n a letter that the President 
thinks 1n principle I am rigbt . 

Be th~t we ousht to chooae aCCI8 other til:le 
for the aatter, to hr1ne; it to the attentioo 
of Congreaa after thia one e;oea throug.. 

I have got another one for :rou risht alone; 
the aame linea. 

On principles ae;ainT 

No, thia ia principal and interest . 

nell, there isn't e;oing to be any on the Virgin 
Ialanda . 

I gathered that. 

You told me without 1110nt1oning an:r namea that 
you had considerable opposition about m:r s ending 
this letter, didn ' t :rouT 

'l'ha t 1a dgh t . 

So the Preaideot took i t and liked it, ortdontl:r 
laugbod and sent i t back and no hard foeline;a , 
and asking ua to do h1a a favor . 

Yea, he 1a a prett:r nice f ollow. 11hy don ' t •• 
do itT 

All risht• 'tlhat oleo hno :rou gotT 

'lhat 1a all , except I would like to aee :rou 
soae tii!IO t od&:r. 
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ll . t.l .Jr: 

Cochran: 

n.u.Jr: 

\\bite : 
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All rlght. So would Harold Gravee. Aa you 
gentlemen go out , tum to the right and say 
something to llr. 14cKay. He will put you on 
the list, Bell f i rst and Graves next . 

Har17t 

204 

ile have here a lbt of i tems that you might 
want to glance over to consider Whether you 
want to ask for any of it, to ampllt)r our in
formation which you asked for . It sounds very 
vague but it will be clear afte r JOU read it. 

Are you sure o f thatt 

It it isn't , we will write it over again. 1bat 
is all. 

You were interested in exports of aluminum ingots. 
Are JOU (l!.arria) going to report on thatt 

No, I think the SecretarJ is clear on that . 

Oh, then it is o. K. 

I was just informed this morning that the New 
York Times has it on the front page that the 
Minister of Netherlands in the United States ie 
to be made Pa,-ster for hia government and they 
have transferred six million dollars to hie 
account . Karle is going to go over to the State 
Department and find out 'llhy the !lew York Times 
gets this and I don't , particularlJ where Berle 
called him last night and aaked.him to watch 
Belgiuc and Rolland. 

He asked bow quickly we coul d get out an Executive 
Order similar to that thre e weeks ago. 

r1e have it ready_. 

Well an,.way , you are going over. 

Yea. 

Ho , a1r . 

• 
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oeorgeT 

I have these t1gurea. 'lbeee sheets should be 
pao ted (handing report to Secreta17) . 

Oh. 

Tbe other sheet we deetro7ed. 

You knew that Oeorge and I went up on the Jones 
bH.l 1n the Rouse Co12111ttee and they asked us 
for some yield, wasn' t it, on that corporate 
bonds and we sent back a table and put 1n that 
yield on 3-a bonds - some smart clerk up there 
cb.anged it to Agricultural Adjustment bonde . It 
f it into the picture , eo it was all right. 

lihat else, oeorgeT 

I have nothing. 

Qliek'l 

I have a request from the NeYI York Times Sund.ay 
magazine, from the American t.tagazine and Readers 
Diges t wanting to do pieces on the Annenberg Cue. 
'!bey would like to talk to you and to Elmer Irey 
and to others 1n the Treasury, if you see nt. 

Uell , the judge hasn't sentenced th8m, ~s he? 

'lhe 23rd of l.!ay. 

My guess would be to tell them to co~e around and 
see me on the 24th. RightT 

Yes . I think sam ~laua ousht to talk to them. 
Sam knor.s more about - -

Bow can he talk between now and the 23rdT 

He couldn ' t. Be could be here on the 24th. 

All right , heve Sam here on the 24th. Tell them 
we will be glad to see them on the 24th. 
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You atay afterward, Phil, becauoo I have got 
aomo stuff. 

The European stock mat1ceta are very nervoua 
thia morning and tho gulden, the florin and 
t he sterl1ng are all under preaauro 'l'he · 
atorl1ng dropped from 3.37* to 3.3ll 1n the 
t1r"t hour of trad1ng. 

Bern.stoin and I wont oYer ,.oatorday afternoon 
to sao llr. 3erle. I will g1 ve you a memo on 
tho conversation. 

Tho more I think of tho tact that tho !lew York 
T1111ea haa that and I , tho Secretary of the 
Treasury, haven't, the more annoyed I get. 

I will aoe Wbat it 1a all about. 

20G 

I saw Vinson yesterday afternoon on tho amend
mont to the V1nson-TramlDOll Act and ho is having 
a hear1ng Monday on tho proposal to appropriate 
money tor a Federally owned and operated airplane 
plant and I thought that you would bo interested 
in that, eithar one way or the other . He odd 
ho wo.>ld be very happy to como down and diseuse 
it with you. 

When 1s ho go1ng to do thiet 

llonday. 'Jhere 1s no bill in there. He 1a ju.at 
going to throw this out. 

I toll you, I will know better whare I am at 
after !o'riday, won't we , Dan, when we hoar from 
the Budgott Don't you think wo bad bettor wa1tt 

I should think ao. 

You see, tho 
work tor me. 
waitt 

I do. 

Budget 1s doing aomo day and nigPt 
Don r t you think we had bettor 
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• - ~ -
n. Y. Jr: I mwn•t gotten the aturt thet I need and I 

am part'actl;r willing to let h llll throw it in 
the hopper and than at'tar we gat thh report 
t'r CSII the Bareau ot' the Budget, I will know 
better where I atand. 

sullivan 1 '!ben I will apellk to ;you about it Saturda;r. 

H. W. Jr: Excuae met 

Sullivan 1 '!ben I will apellk to ;you abcut it Saturda;y. 

!l. II . Jrl llonda;y. 

Sull1 van 1 Jlond&;yT 

H. Jl. Jr: Yea , Just let it ride; let hllll throw i t in. 
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I will get this atut't' Friday and read it 
Saturda;y and Sunda;r. It will be a long report . 
By Monda;r I will lmow better. The Budget doesn't 
know U. t th1a 1a coming up. 

Bolli Ian' t there a prov1aion 1n the Navy bill whereby 
the Navy --

H. tl. Jr: Baa to --

Bella lolauufacture ten percent -

ll . l.I.Jr: lluat manut'acture ten percent ot' their planea and 
the;r do so at the Philadelphia Nav;r Yard. 'Dlat 
1a -.nda tor;r. 

Boll : Tb8 t ian t t operating ver;y well , 1a it! 

H. M. Jrt lfhat they are doing up there, l)an , tha;y are taldng 
the smallest ship they can make , the little 
tra1Der ship, a little bit of a ship, and the7 
are making one a week or something like thet . It 
ia a little bit of a ah1p. They are not mllk1ng 

· any fighti ng ahi pa up there. It ia a ;yardsti ck 
theor;r. It doe an 1 t UIOUnt to an;ything. 

Sullivan: And he eaid he doean' t thiDk thet Yard would be 
enlarged to mllke i t worth while , 

Regraded Uclassified



H. M.Jr: 

sullivan 1 

n. !A.Jr: 

SUllivan: 

li .l!. Jr: 

Sullivan: 

:;. u.Jr: 

Sullivan: 

H. M.Jr: 
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No, but the,y are doina the minimum now. 

'l'ha t 1a right . He th1nlco they ought to gt> 
ahead and just make submarine& . 

I don't know, After I got thh report from 
the au-eau or tho a.adget , I will be at least 
intelligent. So I would juat as aoon aoo h1lll 
throw it into the hopper. It lll&y be good a a 
a leverage. 

I think that is the -Y be intends it. 

Can you write an answer ror ms on tho aturr I 
gave you in regard to thief 

I am, air. 

You are in the procoeat 

That h right . 

Do you think you can ho.vo it tbia at'ternoont 

Yeo, air . 

Aye , aye , air . 

Vol'J gt>Od, air. 

All r i ght. 

Whore are you, Edt 

I lw. vo nothina· 

WonderfUl . Ed, I think if you atay behind a 
minute I will call up Nathan Straus now and 
lot Iou talk to hilll. Don't you think eo, or 
ehou d we juet go up to Sam Rayburn without 
talking to"hilllt Lot'a gt> up to ·ue ·S&IIl and 
rind out where we are at. Lot' a SQ up and aoo 
Sam. 

llorbortt 

• 

2D8 
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Harry Analinger, with the help of the State 
Department and the Publi c Health Service, baa 
just concluded acme conferences w1 th two repre
sentatives from Mexi co and they have agreed to 
atop their ayatem or dispensing narcotic drugs 
to addicts. 

In l!exieot 

In Mexico. They have been running government 
clinics and dispensing narcoti cs to all addicts 
and we shut down on the a~.q>pl1 of drugs in the 
United States and now tho1 have agreed to atop. 
They are con. vinced t ho y are wro.ng and we can 
resw:>e the supply. They r.~ade a special request . 
One of them 1a Siurob, who I think 1s Co=iss!onor 
o f Health. They made a request to aee you, but 
!tarry convinced them you wouldn't have time. Is 
that all right with youf They are going to talk 
to me at 10:30 this morning. 

Sure . 

Pealer is worth reading this morning,' 1f rou 
haven 1 t road him. 

Peglert 

Will you got i t for mo.' ClUck, and send it 1nt 

Anything elaot 

I have nothing else. 

o. x. , gentlemen. 
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• Office of the Secretary 210 

Technical Assistant to tho Soorotory 

J 

TO: 

Room _ ---·--·--·-

llr. Seen \ar7: 

1 aa a\taoblq \wo oxtra oopleo 
of tbio M80r&JI4loa• It lo rq ..,..,...,_ 
o\aa41QC \bat J'Oll deo1r.4 oDO f or \bot 
Proo14on\ aD4 oDO f or Socr.\ar7 llllll. 

F TOII! liB . COCIIRAII 

( ' 
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TREASURY DEPA RTMENT 
2!1 

INTEit.OFF'ICI[ COMioiUNICAnON 

DATS ~ I, 19110 

ST R I C T l Y C 0 N F I D EN T1 A L 
11r. boloo of the J.Ural. .... ~ - at - York tol4 • t.bet n .. 

p .. tldn\ Boft~ of the Oba .. Balik 11114 ~roaobld. lWI oa the followiiiC 
tubJtc\. J.a we are avare , ll>o Obaoo Balik baa the &COOQA\o of \be S\a\1 Baall: 

of Buoia aD4 of Jator&o !lw llllooiau haft 'l>oll&l>\ aa4 p&i4 for - Jaorloaa 
copper wblch h oUU ia \\11 COIIIl\>7• !loo lllloaiaao haft l'IOia\lT- ..... w.,. 
- of \hlo Mt.a1. !hq are DO\ auiou to poull t.be W.o to .oil a poiat t.be\ 

\ho7 IIIII'\ t.be ooppor _.at. !loo lluoiuo han - approached. t.be Obaoo -
to 11o whether \be Chao• wcrold. .U:. \Ma a loaa for - .. all>o of $2,000 ,000 
~no\ oow-r (1.0,000 toao) 1a ll1o '0'111\14 S\atoo ao coll&toral, !loo Cb& .. 
couoldo:d \hit a coo4 co-li'Gl &l traaoaoUoa, bolt 414 act d.oolro to e-. 
t.ht .. ill if ll>o Go'ftl'DMil\ U4 ob,..Uoao \!IeNto • 

.&nor tollr1ac wi\h the S.O...to.,. of the '1'roanl7 \hlo attorDOO&, I 
\tl tplloae4 llr, Iacko \bet bo OOill4 tato .. llr. ~ \bat ll1it !l'l&....,. 

la\trpooo4 DO obJocUolll to ll1it traaoaoUoa 1Uid.or l'lfll'l-• 

\ 
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TREASURY DEPARTMENT 2!4 

INTEA-<>Fl"'CE CO ...... UNICA110N 

04Ta 11&7 s, l9ilo 

TO 

llr. Cocbl'all 

.l.t tM 9130 croup .autiq ;reoter~ 1101'111Ac I brouat>t ap tM ni>Joct of 
the ,_ro.ndmo ot 11&7 4 froa t ho Br1Uoh .liabeoo7 1n rop.rd t o tho uooa&e 
fro:> tho Cbancollor ot tM :&:u:Mquer with roopoot to llcoDoiDc all oaloo ot 
oocur1 Uoo 111 tho llnitod lillt;doa b7 IIODrooidoDh. !he Soore\&r7 -oTod "'T 
~otlon tbat our ...,,,.... be 1 Do eo.,..Dt • . I •• 1aot1'11Ctod to ocUcU tho 
opl.n\oc of tho State Dep&rt .. Dt ud of s. :&. C. 

At lO o ' clock I tolephollod W.ooro. Stoao ..,d L1Tooo7 lc tM llepart-nt ot 
SlAte ...d lito oro. J'ral>l< ""d Parcell ill S.:&. C. in rop.rd t o tba •ao.--dla 
fro:> tho Br1Uoh Z.beoq, and oent th• coploo tbaroof. I o;q>l&!Dod t ho 
1roo01117 docl oioD to each ot tho &eDtl-D. 

I.ator 111 tho &1.7 I •• able to tolopholll llr. P1Dtlllt tbat he could ropl7 
to hh GoToriUIOIIt that the Socro\&r7 of tho 'l'rO&IIUr7 approc1atod the courteq 
o! tho Challcollor of tho :&:u:hequor 1D n!la1tt1Ac thh •ttor to h1a but tbet, 
after oocoult o.Uoc with tho Depart aoDt ot State ..,d the SecurU1oo & :E:u:ballt;o 
Coanloolon , tho Soeretar.r of tho TroaourT bad DO oo ... at to 8&ke thereon. 
llr. Pllloont ccno1dtrod th1o repl;r ont1rol7 aat1otactor7 tro11 tho otan<lpolnt ot 
hlo GoYOrnaent , and oald he would tranoalt 1t IJuoediatol:y. 
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TREASURY DllfiAJn'MIINT 

I~ CCI.IUMCATION 

--.. JSIIo 

lr. Oo.U. STRICTLY CONFIDENTIAL 
llr. IMioo -.14 .. 'T teleJMM ... ,. ca.. ......... .& ,. .... 

\ II&' u 11&4 p&U ..._. a on4U .,.e& lir \llot ltaltu ...... IaeU\'Do 
~.ooo " tu Jliaak et lPvlo ia lll'uMla. llaio ,..._n, - tv lelclu 

./copper. 
./ 

1M en. .. p&it" '"r..--" o.pp., .... .e&lt .,...._ ... 
I~,..,,,. laoU.Uo, $}16.000. 

1M o.nat7 !nliot ,Ut to \M Ontlt lloio .. .,,000, lir ...._ ot t11ot 
leak ot UelT. 

!II& o.nat)' !rut pelt ..... On41t lloi .... - ........ ot ... Jliaak ot 
- · $135,000 t• .. :JII' ...... . 

1M o....D7 pelt te tllot Jliaak Itala hlte 1a ....,., A1l'eo $1.21,000 t• 
\lot _.,... ot tiM Ontlto Itel!-.o. 

!ll&l'o lo ettaobeA • ollJIIPI.ac tl'a \llot.,. TOi'll: !laeo ot ~. Me, 1, 
'Obioll PTIO iot-Uoe of la\Oi'Oft 1a I'OCIIft te hPIPOUio oaleo ef Oeppoll' 
abzoooo4. 
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liD YOU !llCSS 
Haz a, 12110 

I KeMtcott Cop"",w; 1 Fint Qurler W tU Ahead 
01 193' PtrioJ; Fortipers Mut Pay Cash 

'f'M Ke CUI Oopj.u- Corpotlr 
U.. ta tbt- nntq.,..n.t 01 tMa ,._,. 
bM a n• t_.,._. or u.t w..-... 
000 after aU cNI'pl, iDd\lld.i.ac .. 
p~.-_klQ aDCI ~ ....._ bV\ 
btfor. alknriDI' for ,....~ for 
GOatlnteadu. ~ t• ' UII a 
ebar. on JO,I2l.&$& capital .......... 
B. T. ataaaant. pi'UIIIdtDt, ~ 
.-tookbolde.n Yf'.U:I'day at tb• ••~ 
au.l m"tltll' htW al lJO 8road:war. 
ftf the tint th""' montba oc \a.lt 
ytar, Mr. StaftMt'd ... w. tarnlp&~~ 
.,. ... equlnltnt to 2T '*'-'- a. abare. 

flu phen BlrU. dtalrmaa • ..U tbt 
ttnuel&l poell1on of \tM eo.mpu,)' 
Ia eutlkat. wiU,. c=u.b and 
U.h.S IJtatH 06venurtflll .ec.urt
UH a.mounUftr&' to about 11t.OOO.IKIO. 
ladu.dlna tokl ud v.o.ok1 oopp._.. 
ln••\Ori" be .aid that Lbe t otal 
wouW. M ~ to &rOWMl $101.-
000,000. •• ... w to • • lliUIUola ... to •hr ta.. wu liM oot batS aau& tDOn· o: 
&A t ift« .. CIOfii'CT courampUO. 
)lr, Blrdt ..W: •· ~ "- ~tt-
d•l' aU n•• ~r it a<teds ,_ 

I w\tb!• t)_. .mpir-e and al pitoN 
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S TRI.CTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

DAft .... I, l!JIIO 
to S.Or.ta&T Mere ,,_ 

''''"' Jb', Ooolana 

~~r. raoa tolep~MM& .. .- 211!o , ... ,..., *' tile l'e4enlll8...,. 1a1< 
w Jv' r.oeln4 \lie tollowUc oUlecna ,_ Au\or&MI 

1llet•rn.c to oar O~le ••· 153 w an utoneA tile\ 
opniiiC ot \Ida oro4U waa palllhlle4 1a v.l\ed 1\&\M
pepore u4 )r"'"eo\ed 1\op Ov -llorl\loa 4o M\ ........_ 
otu4 bow \Ida ~ wat-• ,..nt•U• -u '*" 
plaoo Stop Pl ... o oUlo .... \W ;ra. - aplal.a. I ll.,..t 
•ellorla .. l"b• ~ 

218 

l'lloka W hafted a oUlocna 1a rwpl7 \o \loa ottoo\ \~oat \lie uw.,J¥1r 
__ , ..M • r.t•-• to \lie ore41\ ..m.ll7 opae4 .-A 4at!M\ol7 414 eo\ 
-\0 h• tile Pe4ol'&l li8Ml'ft 11u1t of • .., Yorlt. 

17poa ••'lac Jlr, Motta\ ot \loa 1\&to hp&r\Mat la \be loorota&T'• -
o!tloo, I N&4 to lila \lie torocolac ... ..,.. olMo Mr.Motr.t 11 ea\lro17 1ac 
!orM4 wUII NIJOO\ b llr. krlo'o -oauou lA r.pr4 h tile •otllerlaJMb. 

J.thr roe4111C \lila ... ..,. to S.Or.t&rT Mor ... tiiA, I toleplloae4 U to 
Mr. l•rl•'• ottl oo, ..,.r• hla prbua ooorot&rT copied U tor b=HIIC to lila. 
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DAft llq I, 19110 

l'ew 1""" ·- ena'blhbeol fer n ... lillc .a4 b.aeb f.....,e "'to 110ral111. 
SUrlilllf, athr opealac at 3 .:H, fall 1'1111417 1a the fire\ bov et \ra41Jic 
to J .Jl-1/2. !be ra\e n..Ueol am-·1111 \be at\II'MOa ae4 "'- tlaal qao\atloa 
.... J.J2-J/lf. 

!be Iew Tori< .,_see of l ; "e 'bulb _.. ~ nponeol tO 'be ..u.re 
of oter11111. 

. Sal•• of ~ nerllac lilr the alJI: npor\1111 'beab aad "'- hoteral a. .. rn 
Bank totoleol 10 665,000, tro. \be folloiOlac 1011roeet 

B7 c-clal ooao ......... ... ............................. .. ~ 275,000 
B7 forelp 'beab (....,., hr ._. .a4 ....U. .a-rlo&) ••••••••• 10 310 ,000 111 tbo J'eoleral bMI'ft Ia* (f ... l'apol&'t'ia) ••..•.........••• 

!otal ••.•. ..• • 

Purcbo••• at epa\ nwltac -'eol \o 10 6o4,ooo, ao la4loa\e4 1111ow1 

!be toUowtac r-r\1111 'beab eol4 oot\oa 'blUe \otall~~e 10 53,000 to "'
l!rUlob Oo"bol oa \be 'IIU11 of "'- attloial rah If '4.02-1/2: 

10 21,000 • ·- :a.alt of ........ 
16,000 • \be 1nliiC !rut 0 4 IV 

6 ,000..., \be Oaaraa\J' !rut Ca I 'Ill' 
lilr\MaMM·U~:..K 
!1\al 

Denla,.eah 1a the other bptr\aa' -roaol11 wero aa tollonl 

!be ~ haao Mn4 wl\b e\11'11111 ae4 '""'*" a low If .cn.a. 
!be filial ...... s ..... aJ.f8-f)/l . 

!be plUer ~ little ..._, 'bat U •• reporteol \bet \be 
~\cb -nl opera\eol 1a _.,n at \bet ovr- 1a .a.n.u.. It 
oloeeol at .5'JOI-l/2. 11o11a \be epa\ '1"'1\&Uoa ter \be plUer bal4 n..,q, \be tuwn 41-' for \bat_..._ wSUut ~lJ' \etq, 
hr Uoru rm.U talboq", a 41-* at 21 we qM\eol, u..,..... 
3~ J'ln-..r. 
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n. ~~~ -u- ih .._ w o n\ - r_.,.. a 1w 

of .1667 at tllo oleoo. 

n. lwtoo t- ... noeq - clooo4 a\ .22112. 

n. 41.-t tor \lie "",..1• 4ollar ooatt.o4 to ..S.4• u.to 

aoratac. roaobiliC 17-3/lffo at ao•. It n...Uo4 .. ....,.t l&lor 1a 

tho tq, -tho tia&l 41- """ 1FJ/Sf.. • 

.Utho"CC> tile Chiaooo 7'1&1' iapi'OY~ 1/324 ....,..t otor1t., to a rah of 

}-U/)24, U wok=o4 oltcta\17 .....,.., tile 4oU. \o 11-U/161, 4De to tile 

lowor otorlllll'"'lollar rah. 

!be J'o4oral ... ...,.. !lult }l'lll'ab.uo4 Ito, 000 1lol4lao for -- of tile -

of t.h1.a. 

Wo ool4 $3 ,6)0,000 1A pl4 to tile hUoaol :auk 1a JoleS•, t o 1lo o44o4 

to ht .,....11::o4 acoo'll1lt . 

!be J'o4oral ... ...,.. :auk of •• York roporlo4 tbat tile lpa.\ola IaoUnto 

of hroit;D knbonp, llo4rl4, olalppo4 tl,6oo,OOO 1a pl4 fr• lp&l.a tor lh 

ova occou:at to tllo htloaal CU7 :auk, • .., Tom, tor oalo to tile 11. s. Aaoq 

Offlot. 

!be Loa4oll fU:iliC prlcto for opot - to.._..t tllTor lloth aoft4 ott 1/14 

t o 20-7/14 aa4 20-lJ/164 roop&CtlTOl.To flw 17. I, equiftlDh Wl'l 31.751-

Jl.JII. It ..S.U 1lo olloOI'To4 tllet tho .......... t equiftl•t of ollftl' 1a Loa4oll, 

rockoat4 at tho Clp01l aarb\ rate tor ohrUac, 1t 1owr th&ll tba 17. I. _ _, •• 

prto•t ~ pl'loo, .....,. •• noll o:opROoo u otdppt.,, lulll'oaot, no. aro 

toke I.Jlto accoaat. It 1o potollllo, \berofor&, tlla$ -o -"" of ollftl' 

froa Loii4Dil to • .., Torlr: - toke p1aco lll tile ,..... htvo. Oa tho other ha4, 

th&ro art oOTOI'el taotoro 11bich ,,.. to Uoooaraco nell olal:pa•h , ou of tho 

prlllOlpel ouo loot., tile pro-t ot&to of allTor lociol&Uoa - llotoro ov 

Coocrooo . 

llaDq u4 .......,, . ooU1••t prlce tor torolp ol1ftl' _. -aoh•l'l4 at 

Jll-3/~. n. 'l'ri&OIII'J'' • pvohaoo prloo tor forolp d1ftl' """ eloo """hn .... 

at 351. 

Wo ao4o tlcllt ~·•• ot ol1ftl' totellliC 1,331,000 ....... 11114or tho 

su...,. Pvob&oo Act. Ot Wo •-t, "75,000- I'Opr•••to4 aeloo troa 

lnTOatol'7, u4 U.o r_,. • ., 856,000 O'll1lOOO oouloto4 of ..., pro41l0Uoa trD 

fordp c-l'lu, tor to.._..t 4olln1'7• 

J~r 
CONFIDENTIAL 
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TREASURY DEPARTMENT 

UNilm STATU COAST GUAAD 

FrCIIII 

To • 

WASHINGTOfl 

SP"'!tot, Sbmgbai, China. 
S.oretary of the Tre811Ul')'. 

liossage traa ltr'. Nieholson. 

8 -· liMO. 

Repl'<l11lg -:1 ~~eaeage of Apt'U 2&-d, the tolloorillg C"e 

counter propoeal5 of the Qmnglclnc Go•w •wt t o the Britiah and 

Japanese C<lllccrning the Tieatsin au ..... , 

'!'he .u ..... n01r deposited in Tientsin belongs to the 

Ch1neae Banks fe>nJJin8 part of the re...,..,. tar the Chinese 

natiorutl currenc;y. Therefore i t cannot be appropriated tar 

any other purposes ar be subject to negotiations by foreign 

governments in view of the difficult position of the British 

gcrncmment. D:l regard to the need of relief in North China, 

tba C!dneee Cl<lf'en-.rt lwi on ......, then """ occasion entered 

into necotiationa witb the British GoYet~aotnt in hopes of 

-.tin& tbe wiahes of tbe Britieh Gc>nnnent rlth1n a pos

sible llait on the one hand and paranteein& Chineee l egal 

ri&hte on tbe other. The reason is not tar to aeelc that the 

Chinese GoYerlaent cannot allow hareelt to be a party to ~ 

kind of arrang-.rt.a regarding the all'061' cpeation eitbar 

alreec~T concluded or to be ecacluded in the future betweeo 

the Britieh <l<mlrrlm.mt md 10.7 othc' gorWIIliM'lt ar gO'Iern

-.nta. '!'he :tol.lcJring :t-.1.& repreeente the atmd of the 

Chinese Oor61li0Ct reacdin& the •ttC' end tb1a "''""e 
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ot u.. llritub ~ n 1a ~ bapecl that the 

Britieb Ootwawt will .....-etm.s the ClliM• poaiticm and 

will oazT7 ou.t thie tCIIW1la rlthoolt aq o1w1p 'llhatner. 

1. Both eil.'fW dol.l.a'a •d aU'fW epecia ,_ 1n tbe 

Bel>k of c-m1cat1;..,. ill T1clts1D lba11 be depoeited ill that 

bulk and be aMled bT tba Chin- Oovw iWit at lind ottice 

ot tbe Bellt ot C ••cati..,. ill caDJaDcticm rltb t.be ~ 

Nlltatift ot the llriUeb c....aJ. -al ill ~ 

2. Apwot rr- n.t 1e Jlll"CC"1ded 1n s...u... a, tbe 

au...,. thwl •aled eball r-u. ill U... and ....,.. be r~ 

1n toto or 1n pert tmleee it 1e apprO'I'ed md .,tborioed bT 

the Ch1neae G«...,_,t ad tbe head ottioe ot the Bel>k ot 

C<aallnicatiODeo 

&. Batore the au ..... ie eealad the Ch1na• Ootwo-

to put uide a particm ot eUYer equal to - hlll>dNd ~ 

and p«mda u a ...uet 1'lmd tor t..m. u -• d1zoeetJ.T bT 

fiood ill c..-taiD diatrlcte at bT c1rouc11t ill otber dilrtricte 

1n Jlortll Ch1nao 

.. 'l'be re1iet 1'lmde tba1l be tail'utad to .. ~ 

Dati<mal relief orgmisaticm hawiJI& a Chfnne .-ber md the 

1nt-t1caal relief qlftiaticm topther with tiM llritilb 

c-1 a-a1. ill ticte1n tba1l be ra8pCGIIible tor tba ap

JII"''Iriat.icm ot the r-1. tar rel1at ill llorth Ch1nao 

222 
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INTER.OFFICII COMMUNICATION 

DATa ICq 8, 19'1o 

,.,,,., N.r. Cochrall 

Io a oeparato -raadlla I baTo reccnmt..t the connraoUoll 111blch Xr. Jenotoill am I ba4 :rooter4q onll1q with Xr. Jerle and hie aaooclatoo In r op.rd t o cdiNl roreiCII lx~ R.rcaJ.IIt lone . 

J.!hr I ba4 roturud to the ~ D.parta ... t, Xr. Jorlo hl-s>hoa..t ao aroWid 6t}O p. a . ;rootor4q onlliJic. Be aalced bov loa& it vov.ld tab t he rreulllT DopartaoJOt to s ot out .., lxacllt1To Ordor ot tho t:rpo ot t het l ooud vUh ro-s>o<B to Doi1DN'k &104 llo~. I told hlJo tbat t hio could bo qlllckl;r 4011o, cortai~ not later than ODO i!q, lie tb.o'a&ht t het YO a1cbt baTO t o a.ot with cro&t alacrl\J', o!Jlco ho anticlpotoo thet 1t ~ 1o pl&lli01Jic to ... tor •- othar ccnmtr,., U ,;q prottt bT the loooon loarud. trM our troall.n& of DuJ.oh ud Jorvopan aaooto , IUid oadoo.,.,r throucb •- oubtortllgo to cat hold. of tho tw.d.o ot t ho oountr,. 111btch It llltoodo to illftde before w ha'fo a cbanoo to freooo lllCh tw.d.o In ov.r ocuntr,.. 

I told l!r. Jorlo that I vov.ld ba Tor,. blippT t o -toll ao .,....t'GUT aa pooolbl o tbo accounto of thooa ccnmtrloo Vhich are aoot l l.kelT to 'bo lll....t.d. In t hlo connecUoa, llorle told M that I ohollld 'bo portiCIIJ.arlT oare1'1ll In roprd to tho llethorl.Alldo, llol pum &104 ~· 

¥baD I .,.... Into t ho ~1}0 ~ ••Un& thlo aomiJic, t ho Secretor,. t old ao that he bad Ju t r.ce1Ted word bT tol-s>hono trcm Conmor lfarr11011 to tho ottoot that tho !'adoral Rooern llanlc of Now York ba4 boon lnotncte<L froa tho lletherlOIIdo to epen a " r..tlt for $6, 000 ,000 Ill faTOr of tho Nllllotor of tho Jothorlaa<Lo In Vuhln&ton. !he Socrot&Z'J' aalted • If the Stah D.partaont hod rocol'f..t a:r !.Aro~Uon froa t ho liotherludo ;rootor4q t01lChln& 1lpcll thlo polllt, or othorrioo or lotoroot. I rolatod to the Sooretar,. a:r t ol-s>holllo oonnreaUon of laat lllt:bt with .b ohtant Soorota17 Jor l o. I Mntion..t fUrther t ho tt .. on t ho front P'&O ot tho llov Tort ! iaoo ot th1o aorllln&, &DDcnmcln& t ho ~~ppolntaont 11l .., -rceDDT of Ki.ohtor Loa4on aa pq.aoter tor tho JothorlADII.o In t hlo ccnmtr,. to look alter oll Dolch dlpl-U o aD4 conolllar roprooantatiTOI ahl'084. !ba Socrotar,. hod not •thh Item. He lllotncted •• to Ooll at tho '"''" Doportaont Juat attar tho ~t30 DOet!~~~: N1d to l ook oTer ...,. oahlocruo rooolnd rocfttlJ' troa tho Jethorlando • 

.A.t 10 o' clock I Tialted Socrotar,. llnll'o ualat aa••• l!r. StoDO, ill oohargo of the Cable flloo, obowd M two lllll-s>ertant cablo&r&ao fro• our Mlnlahr at tbo ~. OliO or thoa In roprd to a co••rclal aero-At vltb rruco aD4 tho other traooatt t!nc Ilrttloh preoa -to upon the Dut ch a1tuat1on. ltoDO &44-.l t hat a eol>lor;raa bad coao 1D lata laot lllcbt, of 111btch no coploa hod boon aade, ,....nlD ~.1niotor Gorden otat..t that the Dutch roretp Office had 1Dfora..t hla In at rlctut eont14onco that a o..._ ID'fUion ot the Jotherl&D4o vao probable Y1 thin t w DtT-!OIIr or torty- olpt houra. fhia 1DforuUo1l had not 'boon ci., ... t o &llT other torelp IOho1o11, and •• t o ba CU&Z'U4 clooalJ'. .A. oahle&r&a hod aloe 'boea rocoind troa ov 
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CbuP d'U:tatroo l.r. llorlb ..,ucipethlc oarl7 inftaion o:t botb t bo letborlad.o 

..,d Bol81ua b7 O.na117. llhon 1 aolted St ono lf a:c:r ••uc•• had been rocoiyed 
vhlch touched upon :ti ii&Jlclal &rrf.DG .. ento, pertlc'Cil.~>rlr t ho llllllinc o:t Mi111ttor 

Loud.on as p~ottr in thla oo\llltl'7, bo replied i n the nepU n. One o:t tM 

othor aoohtant o, Mr. Roncbard, boalnc t bh connraation, YOlWitoorod that be 

bo4 uon a •oaor...W. ro•ttrda7 nen1nc :tr011 Mr. llorl o Oll thh oui>Jeot. Coll-

11quent l7, Mr. Stollt t olopbonod Mr. llerlo'o o:t:tico :tor"' oppclntll«nt ad. 1 

... t dow and wai\ed to ••• Mr. llorlo. 

I told 1(~.· Jer lo that I had spoken to t ho Soorotarr o:t tho 'l're&tJ1Z'7 in ro
c-rd to our oOilYtroation o:t l oot n1gbt with roopoct to pootibl o l nYaalon o:t 

othor neutral CO\IIItrl ea , &lld furthermore had brQU&ht to t ho Socrotarr' • attention 

the annoW>Coaont ln the !low Toric Tlaea thh .. rnlnc. Yo w ro lllturallJ' lntoroatod 

to hnn all tho in:to...,tlon tha Departaont o:t Stoto alcbt pcuou upon t ho lllttcb 

o<rllll£ft!tnto, alDCo these .,..t neceuarllJ' be conoldored lt we wore called upon to 

:trett e Dutch aooota. Berlo wantod me to aoauro Socr otarr Morgont~ that tho 

State Dopart.ont hll4 not withhold a:c:r l n:tonoatlon :trooo tho 'l'roa.,..,.. He oaid that 

)'Ottorda7 lt had boon l.r.tlutod to hJ.a that &II arrance .. nt mlebt bo ID&d.e vbnobr 

l!lnhter Lowlon would be tho p67la.g acont ln thJ.a CO\IIIt1'7. lie oa1d that ho had 

received o:t!lcial information Oil thlo oppci~>taont onlJ' thlo aornlnc, tho lllttcb 
l!lnltto.r harlnc boon the Ylaltor vhGII I :tollowod 1.r. Mr. !orlo 1 t o:t:tlco. Mr. :Serlo 

o>plol.r.ed that tbe lllttcb Min1otor bed ototed t hat ho had rocoiYtd "" o:t:t1c1al 

• noco fro• hla Ocnrnunt incplr in£ at t o vbothor, in tho onnt o:t bloclo:inc o.:t 

Dutch tundo in thit countr7 on lnY&tion o:t t ho llothorl&zldt b7 Oorma:c:r, lt ai&bt 

be poosl blo t o l imit ouch :troezinc to tranoactiono lnYOlYed in occupied torri t ori eo, 

that 11, loaYlnc :tree U'&I10&0UoJ>o botwon tbe llnltod Statu and a:c:r perh o:t tho 

~otherl&zldo and itt onrooao colonleo vblch wore not actu&ll7 inftdod. !orlo bo4 

replied that t hh _. a mt tor Oll vblch ho would han to han tbe opinion o:t tbe 

Prooldont and tho Socretorr ot tho '1'reOOJ1Z'7. but that tho con• raJ. l.r.tont ot tho 

M:lnlotratlon ,.... to bloclo: onlJ' t booo aa .. t o , tbe diapooal ot whlcb a1£)>t be 

ordered under durou. 

In ano..,r to ~ inqulrr ao to whether tho lllttoh Minlotor wao ~o reoeln a t'Cill 

power o:t o.ttornor vblch would po.l'llit hlm ~o diapooe ot all a uoto ot tho !o.Dlc o:t 

tho lletberl&zldo in t hb eOUA~Z'7. l'.r. llorlo aald tbe l!l.r.lotor bed not 70~ r.coiYtd 

~ docuunto or diroct inotrucUouo, oo thlo pcl.r.t ,... not c:ltar. I hl4 hla 

thlt would bo ot 11111::h l.Jiport&lleo to ,.. 1.r. prapariq a:c:r •TOtoa :tor hloclo:inc Dl>tch 

o.aaoto, tlnco tho qoeoti on would arlee ao to wbtthor our JxecutlYt Or4tr ohould 

be applicable ol117 t o priYate t\llldo, or ohould do:ti nitolr include the diopcoi~ion 

of official Dutch bal&Zicoo handled b7 ~ho Mi nhtor. 

Upon 110' rot urn ~o ~he 1'rt&R17 Departaont, 1 reported tho all on Woraotlon to 
tho Secrotarr. 

• * • • 

Sbortl7 attt.._...,.o , Mr. Inol<o tolophonod M :ti'OOJ !low York. l!e P" t ho i n

formation Whic~ bod been proTldo4 the Sooretarr directly b7 Oonrnor BArriooll, that 

h, that the Jedoral Ro .. "" :B&Dk bo4 reooiYed a cablouu thio aornlnc :troa t ho 

Baruc of ~he llot horlando t o tbe o:t:toct tha~ a or edlt o:t $6,}6o ,OOO vao to be aoponod 

for tho Dutc~ M1n1otor in Yaoll.incton, b7 order ot tho Minlotor o:t Jl.r.anct l.r. tho 
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Jnl•odaalo, wl\11 •Uoarl~ ie tzoaw $1J2,!1Q0 -a -t.ll t.llo....a. ••11 -
11&U\e4. boloo aaloo4 • \o le\ U.. »os-n-• of lieh an \11&\ u.. h4cal 
Jooo"o Joak ot .., TOII'k •• a4rta1"1 t.llo lllala\011' et \lla le\bftlaa48 1a \lllo 
e ... \1'7 ot \llo oa-.lecna reoolu4 fl'OII \lla Jlaak ot \lie ••\llarlu4o aa4 woal4 iell 
ld1l llow lie ollo1114 tlla lllo olpahro \llroa&tl \lla 11\ah J)opar-\, aa4 aak t.llo 
S\0\1 Dop&.r_, ,. OOII'Uf7 U..\ ~ h \lw aoOII'o4Uo4 llialo\011', 1 ll"ft 
[DoD, 111 \'IIJ'D, noll illfor.Uoa •• 1 11&4 'Wl\11 roi!POO\ ie \lla Ma1q ot u.. 
Do\cll 111Dh\Ol' •• JIIIP&o\011' 1a \lah ooa\r7, 

1 aloo tolqlloM4 llr. L1••MT U.. .-..-. ot Jlr, liloka 1o ... ...,.. 
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TREASURY DEPARTMENT 226 
INTER.OFF1CII: CONN UNICA'TlON 

DAT& ~ 8, 19'1o 

S.cret&r7 llorpntbau 

llr, Oocbrall 
CONFIDENTIAL 

In accordance with tho Secrot....,. 1 o iaotrucUono I btor .. d two repr .. onta~ 
Uno of tho Oh1Doll •b&oq, who 0&11-.l on .. ;r-oterclaT attornoOD, Ult.t tho 
!'rool1ll'7 •o prope.r-.l t o 'bQ¥ tho appro:ilbatelr ~.000,000 O'IIDCoo ot o1lnr ud 
- JI&7MDt thoretor it placed oD a thdt-.l St&ho tlacoh1p 'betore &D7 oUTer 
ltctoloUoD 1o poaood 1ll tho United Statu. 

!be Ch1Dooe reproMnt&t1Tio •ro lluoro. 'I'll, Second Secret...,., ODd llr, 
u,., Co..., II lor. !boooe roprooellt&UTio t ol4 M that the e1lnr 1ll qneoUon, 
........ uD& to lt,;oo,ooo 011110oo, -• alrea4T at JtaacooD, ud c01ll4 'be plac-.l OD 

tho bor1ou SS "'>parhr1 , 4De to ~1 fro• Bo.acoon oJl ~ ll. 

I told tho YioUoro that the7 w re at li'bert7 to c-1oato to their 
Go•t ruct that w would - an otter tor tho a'boY-DUcud oilnr, on 
coa41 UoDo 14eDt10&l. with the .. whl.c.h w oet forth 1n our cabl._ ot Jul7 
27, 1939, pluo tho a441t10Dal ot1pulat1oDo neceo.....,. to rootr1ct th1o pur~ 
cbaoo ot o1l,..r to •t&l actuallr to 'be ohipped OD tho "12portero prior \o 
001 Dow o11Ter lociolat1cn • 

.Lttor thh •hit, I aolte4 llr, IJion b7 telephone t o ban tho nocool&r7 
coblocru ot otter preparo4. fo4&7 llr. C..eroD ot tho h.S.rol Ilooono II&Dit ot 
r.ew York tolophone4 down h1o 4ratt ot a cablecru. Th1o .. ooace -· toUDd to 
cOYer tho oit•Uon, IDootar ao tho O..eral OcnmM1 1 o c>tt1co - • concerned. 
H wao the op1n1oD ot tho la,..,ero tl:at it .,. ... pott aero ccn41t1oll0 1ll tho co~ 
tract than •o actua117 necu.....,. hoa cur ot&114Pol.llt , ud a:l&bt 'be cono1Urld 
oOJMobat uotair b7 tho Chl.lleoo, hlll.llc Ult.t tho ••eoce ao propor-.l ••• 
bcwner, ontir1l7 1a llJlo with the Secret&rT' o 1natruct1ono to -. I tolepbou4 
tho Ch1ouo :!!ab&oq and rs4 tho 4ratt, inD1111111lc ou rorto1cn wh1ch I la4 
00'114 upon with llr, Bernote1a, to the Chinooo Ccnmoelcr. Be &&reed Ult.t thio 
no ODtirtlr 1a ac001'<1 with the teraa ot """' oo11Yerllt1cD ot 71oter4&7 &Dd 
woul4 'be acoeptabla to h1o people. I inetruct-.l llr, OUeron, therefore, to 
41opotch tho cabl ocroa to ChiUick'•s. !he onlr vo-oUOD ot tho Chl.llooe 
COUDoolor •o whother w wore c1Tin8 the Ohl.lleu autt1c111lt tiM to cable &II 

occoptanco, I tol4 h1a tlat 1t tbl acoept&llce tailed to arrin oliiiCtlT OD tbl 
hour " 1t0uld 110turall7 colll14er e:rtolll11111 the tiM dnoo w are tullT 41opoM4 
to accept tho oUTer Wider tbo coo41Uolll aUplllato4. 

'!'here 1o att&c.hed a cop7 ot the ••oase ao actuall7 out Ollt b7 t ho h41rol 
Booe"o IlaDit of In Tort.;·· ''.Lt tho roqiwot ' e>t ' the Oounoolor of the Ch1noM 
Eaboo07, I ban pro•141d h1a with a COP7 of th1o ••lOCI• 
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fo ao flM&l ....,, of \u tlal\ ... fta\oa will ;parobaao fi'OII,.. 'Q to 

~oxt.to17 11,30(1,000 naooa .m tlao <>t o11nr - lM&W at •••• 

at \bo re\0 <>I 3~ llilll.to4 ftaho oarr••7 per -• .m tiM to 'M 

obiwe' per n- l:qlon• <>t .taer1- S.n LiMo oob,..le4 to 1-. 

taacooa •*t • U, 1~ lllliJeot to tiM t- eat ooa41U-. coata!Mf. 

b ~A J C D J aa4 7 <>I oar o&\1o •· ~ <>I ~ 27, 19~ to 

JloDclcooc ••"P' that &11 4oo-u• ..... to 'M Mll""' w •u.-1 ClQ

Iollk <>I ., TOO'It ...,..,. aa4 9~ <>I oon ot o1lnr la to 'M ~te4 to 

:rw bT ...., 110'0• roool;pt bT ...., <>I oa'blo &4Tloo troa •uo.al CU7 lllllalt <>I 

'"' Torlt llaqooa that ....,b ~h ban 'be• roooln4 'b7 U a CIOo4 

OO'«a' ...a. ;pronW tiM aatllori v <>I • \1111 leorotorT <>I \u '"-1111:r7 w 
aoqdro ollnr ..Ur \U 11lnr l'Wobll .. Ao\ <>I 19~ la M\ ....tltl ... Mt•• 
\bo oUror la ;plao&4 oa 'bou4 .- lrClP y_. ~· - roMb • 

•• lotor \baa .,... 111.7 9, 1gllo 

loa4 ... u.s. ~ 
'bualaooo e\ fUll re\o, 

!bo O•tr&l Ju1r:: <>t Cblae, 
C!bna1Hac 

(Con) 
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...., .....,.. ,., _.le, .. .,,...u ~ 
.. tM _,erial *1 ... ,.. -.le* .. n.ce-. 
la ..U''-• ,. tb.U, ......... *1 ... - .. 118ft .... &wi'"' l.uplT ,... pUll ... --·· l ..UllDw .. _..a, ... _...,_ 
..... 111t_U_ •t .. N-tllT -Udle, 

~.l..UUJit .. na& ........ 
.... ..,...._ wUl '"' -ut llr 1 .... tr)' l.a -
~-- ....._ an.c .._am -.1.- -.u ... 
...... lalut" ie ,,_ • .,. .. -· *• ........ 
........... l..U UJit- •• , ....... , -·-
etooiQ ef ,_._- Mll. 11r 1JI<taiiiU7, liiOl'MI.al ... _ ...,u ... 

l ..,....late _. 111.11~ .. te '- et ...te
'- .. l Mpe ... , tlol• ........ wUl -· -
-~. 

·~· 
, ...... , .. ... " a, Jr. 

lllr, I . I. ltet\1a1'080 h . , n........,, 
lwtatt, hw T.-k. 

J'flbJ 
&/8/40 
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,_ llffiCl f# 111 lllliiDMY 

• 
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~ztMYiw[i/-~~ 
CU.AtaM.AJf 

eo..aD OP DtaRChoaa 

71 [!4~/CtltY-9&w-~ 

The Honortb1e HenrJ ~orgentbau 
~•cret.uy of the Treasury 
hohin,;too , D. C. 

• .tar .lr . .$ecret.ary 1 

AprU 150 , 1940 

Fo.J.owin;; >Q conversat-cn "it·• ) ou on the tole ,.none lao• 
.. "'" • I have ~ad• a quiCA. surve;, or the TUn attn b~t:!at1¢n 
lllt.a have aG .. e~bled so;ae in.forcat-on a.nd data oa the EiubJect 
wn.ch I hope will prove helpful to you. 

!n specific ans-,;er to the queat .• ono you rahed, I tllinA 
thO follo .. iog 'itUl be of importllllCe I 

In norlll&l tU.es , the annuel conou..pt1on in tbe var-oua 
conb~in coun~r~es ~s as fo~o~~ : -

U. S . A. 5 , 000 to e,ooo ~· or ore p. a . 

C.r-....ony about 10, 000 
of abou< SS% wo5 
t.ona 

Great ll.ritain • 6 , 000 • 
Ruasie • 4, 000 • 
lll others • 10,000 • 

Total 116 ,000 • 
You wUl find, herertth , a det.a.lod coi>OrfJid= shoo:in& 

U. S . ir:tports , b_, countries , of Tungsten Ort I.LJlQ. Concentratea for 
the yoaro 1956 - 1353, end for the firat t•o =onths of 1940; also 
tnoloe~ is a me~rand~ ahowing import& into France , Grent 
nrltain W10 Gerw>&n~ for tho year 19ll8; aloo Tungoten import s 
into Germany (19o5 to 1958) by countries or ori•in · 

I aa infor::~ed that .;ince 1906 """ up to the outbreru: of war 
Cn...a~~Y lad a bartor arrWlj;ecent 'l<lth Cnina 'l'boreby the fonner 
ahippod """unition, guns , etc., in exclwl,oe for nw material, 
1no1udlng Tungsten ore . Un..er tbia o.rran~-nt Tungot&D ore ua 
not tor resale in the OJlell ur.urt . C.r:I&OY c~ tlla~ it was 
•Mt.ci to build up a stoc,;. as a str&t.I•C .... terial for ~oe arlij', 
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•hllo China at that time did not want ~•MII&Il¥ to re&ell the ore 
for forei~ exchange . Unoer that arran11e.oent Cerm&~~,Y is •up;>osed 
t o hove acc\Uulated about 15, 000 tons juat prior to the out-breu 
or ..ar , a a swain, that the agree~~:ent hOAl been fai thfull,y observea. 

ln February of thi& year , however, a front-page article 
&,, ,ec.rea in either the Nc .. Yor;. 'limaa or th8 ll~rald Tr ibune to 
t.ho efl'ect that the German stoc" wu co:up1et.e4• exhausted . If the 
.t~ry ls trae, Germaqy mu~t h&ve resold thu ore or ubeC it ver; 
ra,id~· in preparation for the .. er. Proatnt onnt. check pretty 
uceurt.tuly that the 6toey is true btcCLuso Ce-r..w-r.r ifl .mo\.n to 
,.~v• bNl~ht large qut.ntities 1c ~ outh Americu una in Ne'l' Yor,; 
;.nrol.l ·h Japeu1ese houses and & few trl.dinc tiraa . '!'tds mate-rUl 
• •· JIL.. p<!d t.o Vl. ... ivosto.: in Japaneoe boats and is bellevea to 
h•v• tot.alled sb<>l.l.t 2 , 000 tons. 

The su~~.q in the United vt.r.tea at the &eel of i'ebrua.ey con-
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••• w d of 1 , 209 •h<>rt tons of Tunsot.n ano ll short tons of Tuno;sten 
• W in bon~ed wa.reb~~es . The Bureau of Wine a shoula ht:.\'"e infor-...e
t.&.on ., :v.ltl.., consu.t.ers ' stoc.~ ... . Abicn Cata , however, is not :ace 
.... ~ ... -C . 

Tunrston is used principally in the canl.l.fact~.~.re of bish-
Gk)eed tool steels , ce~enteci ·runr.:~ten carbides , stellitcs, lllld 
olect.r..~.c l1Hht and. raaiio tube i"iluents . The conb"lJJJIption, t.nere
t'oro , 4;t"eare to be t;o\·&rned b.> t.ool ott.el bu.ainess, steel O?eratlonc 
t..no1 tho general trend of industr,v , o.nd re~uirtrA~enta, toerefore , 
~r• not a seasonal factor . 

:.x;.orts of ':.'un,;•t.en :Ictal, l•ir•, E.bop&s and other alloys ~l.l.rln.; 
lJ~J uo~.~.nteci to 194, 926 ;oun<ls, •hile •ri:D, oten Concentrates SJOelted 
.,-, eJt~rted &J::o::nteo to on:y 589, 828 pounc!h . The BXj'>Orts, tnere
fore, c o not. up;>ear excessive . 

: u uso a<;.t.&.Ching vc;r.:.o.a .. u ,..;ort.J.n • &.c..orancia cover :a~ 
•or:.;. ;lroduct.o.n, ~uet!.on ano COf'•\L.I.ij)t.l.cn 1.1. U. S. J.. ., t.ntl .J.-Gt.s 
o f ~ ~erj o~ ~sten Ores , ferro-~6ten ~~ Tun:wten Ae~, 

t.o ether with CU...""Tent t rade pGper quotat..ona . 

I u C:~ure that. .1r. E. " · Pcbra®, Aaaiatant Ctuef t.ot;!neer, 
m.a .L&· . l.obert H. Ridgeway, Wetal l:.conO.aJ.CS D1v-&ion of Bureau of 
W1toi~ia , are ver-t fc.:miljsr ·.ith tAiG whole a-ubJttct. 

Data on the Tun~steu situatlon in 19&8 &nQ previout years is 
contained ln the encl <>&eci copy ot liuruu ot" llin•• publlcat-on . Con
o.Lt • .,ns cover Jig 1959 are rev.:e~&d in tttJ enclosed c..Lipp:ns of nn 
articlo ?reparecl by t.he sr.J<e Bureau and i.eueQ in rebruar;~ , 1940 in 
t.h• ".il:lgineering and .u.nlnJ J ournal• . I OJJ albo t<>ld th&t ll.r . K. C. L1, 
Pruldent of the l'iah Chen~ 1r""in~ Corporation , 2~ BrC>8Cvey, 11 
axcellently posted. 
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If I &II not al.staken , the Ani:/ & Na.,. llw>1t1on5 Board have 
a t.re::~olldouo uount of data on Twlgaten, and 1! tbera r«D18.1n any 
questi ons 1D your mind that I have not been abl e to sati sfactorily 
5DS .. r , I am sure that inquiry to Colonel U. K. Rutherford by tho 
proper member of your staff would prove helpful . 

flbenevar I can be of any further a osietanco to you 1D any 
way , please let me know. 
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