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.aatorc Tradi:Ag Corporati011 

llabber (raw) purchasea froa Brazil cODDentecl 011 b7 
lederal Bureau of Investigation- (5/10/ 40)...... . ... 167 

.t.nnellbera, lloe 
See Tax Evaaian 
~ Appropriations 

See War Oondi tions 
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Bank for International Settlements 
Transferred frail Basel to Cha teau d 'Oex, near Gataad, 

in t he Bernese Oberland- 5/15/40 •..•..•..• ••..•..... 
Bank of America 

lnYeatigatian by Federal Bureau or In.-astigat ion of 
contribution by Giannini- 5/14/40 .•••••.....••.••••• 

a) ~0~~.~~.~~~.~.~~~~~~. ~~~~~.~ .... 
Belgiua 

See 'liar Condi tiona 

China 
See War Conditions 

CounterTailing Duties 

- 0 -

Itelyr Duties rescinded on certein s i lk products -
Italian coaoent - (5/10/40) ...•..•.•........•.•••.•.. 
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Financing, Oonmaent . 
Debt lliit, Raising of1 IDIJr sske Smith (BIIdget Bureau) 

to aake euggeation - 5/15/40 •• •••••••••••.••••• • ••• • 
loreign Funds Cootrol 

See War Conditiooe 
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Gauaebect, August T. (Bead of Robert C. illlyer aJld Caopeey) 
$500,000 contribution to Republican Party aJld reason 

therefor ccecenUd on by Pederal Bureeu or ll1vest igat1on -
(5/10/40) ..... .. .................. .. ................. 262 

Oeraany 
See 'liar Condi t iona 

Gi annini , Amadeo P. 
Contribution investigation by Federal Bureau of 

Inveatigntion - 5/14/40 .......... ... .............. . . . 

a) ~~~~~ • ~~~. ~~~~. ~~ . ~~~~~~~ . ~~~~~~. ~ . . . . 
Goverrunsnt Bond J.larket 

Eccles discusses support of Federal Roeerve Syst~ 
with Gaston and Cochran- 5/13/40 ... .. ... .... . ... .. . . 

a ) RarrisoD tells BliJr of Eccles' re:Mrk that 
he (Harrison) should Dot call if market 
11e1>t down; Eccles will call peroonally; 
RII.Jr tells HarriaoD to keep hill infomed -
5/U/ 40 •••••••••••••••••••••••••••••••••••••.••• 

b) Eccles confers with Gochran - 5/11./40 ••••.•..... 
Great Br1ta1D 

See iinr Conditions: lhlited Kingdoaa 

- H -

HiDckloy , Robert 
lll!Jr cocmends - 5/15/40 ....... ... .. ........... .. · .... • • 

- I -

Indiane 
Sea Tax E-feaion 

ll1terdepertmental Co=nittee on Mochanice Training for the 
Alrcraft ll1dust ry 

See ar Conditions: J.irplmloo 
lta4' 

See War Conditions 

Mayer and Company, Robert c. 
See Cauaebeck, August T. 

~lcReyDolds, William H. 

- II -

To t ake over 1n Thompson' s place for two weeks -
S/14/ 40 . ............................................. . 

MoDnet, Jean (lloDDet and llurnane) 
See Ralph Reed's report on coDnectiona 1D Carmany -

S/13/ J.O • •• • ••••••••.••.••••••••• • .•. •• ••••••.••.....• 
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lletberl&Dda 
See War ConditiCI1s 

101"1017 
See liar Coadit1CI1s: Gel'll&ll)' 

1'111ll1pa, Sir Frederick 

-. -
- p-

See War Condi tionu United Kingdom 
Procurement Division 

Reduction (further} discussed by 11/.!Jr, Craves , 
and Collins- 5/14/40 •••••• • •••••••••••.•..• • •..•• 

208 or the 396 employees dropped find employment -
5/15/40 . ••••. ..•.•. •• 0 •• • •••••••••••••••••• 0 0 • 0 0 0 0 

- R-

Reconstruction Finance Corporation 
Bill before Congress: 

hgnor explains to l!li.Jr he know nothing or bill 
until after it had been introduced; reads paragraph 
from Jones' report: •r have discussed bill with FDR 

Book Pace 

262 

and it has his approval" - S/13/40....... .......... 152 
RAtJr, Foley, Gaston, and Opbem oonfer on HIIJr's 

appearance before Com:dttee - 5/13/40.............. 160 
Glasa ' disapproval discussed at Treasury oonference -

5/14/40... .• . • . . • . . • . . . . . . . . . • . . . . . • •• . •• . .. . . . . . . . 199 
Actual testimony • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 215 
HIIJr and Wagner discuss testimoey - S/14/40.......... 224 
!II&J'r and Glnss " • - S/14/40... ....... 237 
HI.!Jr and Duffield 1 • - 5/15/40......... . 385 

a} •Once a Roovercrat, always a Roovorcrat• 
Red Cross, Allcriean 

See American Red Cross 
Roun, llax 

See Bank of Aaerica 

- s-

Self, Sir Henry 
To be recalled - 5/15/40. . • . . . . . • . . . . . . . . • . . . • . . . • . . . . • 313 

- T -

Tax E-rasion 
AnnaDherc case: Rolvering and RMJr discuss new offer of 

t6 ll1llion- S/13/40................ ... ........ ..... .. ll4 
Indiana• Elder (Bowma.o} pays full tax 0 11 t235,000 011 

account of~ ClUb- 5/14/40...... .. ..... .. .. ......... 198 
a} Copy of report sent t o FOR- S/15/40........... . . 423 
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United Statea 
See 'lfar Conditions: Strategic llate.rials; United States 

Onscbuld, Henry 
Sea Bani< of America 

Upham, C. B. 
Asked to assi st group in charge of Foreigo Funds 

Control - 5/13/40 ••••••••• ••••.••••• ••••.. . ..••••• 262 

~.o.r Conditions 
Airplanes: 

- w -

United States Pr oduction: 24,000 engines of 
1000 horse-power per year aa of J anuary 1941; 
engines of larger horse-power also commented on -
S/13/ 40 ....................... ....... .. ............... . 

Development Costs and Allocation Thereof: 
Progress report as of 5/13/40 ••••.•••• ••••••••••• 

Interdepartmental Co~ttee on UochDnics Training 
for the Aircra!'t Industry : Report - 5/15/40 ...... 

Transport Planes: Churc!lill' e plnn to buy a nm±er 
f r oa United Stetes - HJJr' s notes on steps taken -
5/15/40 ................... .......... ...... ... . . .. . 

a) Lle.uorandutl for FOR as dicta ted by Hinckley • • • 
Ar~ Approprictions: 

HMJr suggests to FOR that only Conoral Marshall 
testify - 5/15/40 .......... .. .... .. ........ .. . .. . . 

Bel gillll1: 
Banque Belge pour l'Etranger: Problem of New York 

assets discussed by Bolton (Bank of England) 
wi t h Knoke (Federal Reserve Bank of Hew York) -
5/lJ/ 40 •••••••••••••••••••••••••••••••••.•••..•••• 

China: 
Aoaietence by United States in caintcnnnco of 

currency: Cable from Aaerican Ambascador, 
Cbun.glc1.n,g - 5/13/40 •..•••••••.•.• · ..... · •. · · · · · · · · · 

Chiang Kai- shek ""d Amer ican Allbaaaodor confe=- on 
economic situation- 5/15/40 ••••••••••••••••• .•••• 

Kung and Aolerican Ambassador confer - 5/15/40 ••••••• 
Exchange aarket resum~- 5/13/40, at cetera ••• . •• •..••• 
Foreign FUnds Control: Upham asked to assist group in 

char ge - 5/13/40 ..................... .. · • · · · · · · · · .. • 
Ge 1'111<\ny ' 

Uso of marks by soldiers of: occupc~ tion i n Norway and 
Denmnrk (although agai.nst orders) one of: aw.in 
causes working against Reich ' s wise monetary 
~~~aDagezent: American Embassy , Berlin - 5/12/40 . ••• 

FUnds in Un~ted States: I nvest igation of by Federal 
Bureau of Investigation- 5/ll/40 •.. •.. •.•.••••• .• 
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r.ar Conditions (Continued) 
It~: 

Stock prices charts - 5/12/LO, etcetera........... 262 
Countervailing duties rescinded: Ito.l1an co:aent -

(5/10/40) ••.•.••...•.•. •••••.••••••• .• : ••.•• .. .•. 
Ship insuro.nee being transferred fr0111 London to 

United States so that war looses 11111y be settled 
in American dollars : Bullitt informs FDR, W.!Jr, 
and Hull - 5/15/40 .••.•••••••••••• •.•..••.•• ....• 

n) Cochran- State Department conversntion: 
See Book 263, page 96 

b) Harri s discussion: Book 2£1, page ':'71. 
1) llarris report contradic~ing rumor : 

Book 263, page 317 
tlether1ands: 

Aoericsn Securities, Disposition of: Conference at 
!C.!Jr' s bO!Ie; ;resent: re;>reaentAt.lvec of' Treasu..-y , 
Stntc, IJ.licd P.=.:!l.aaing Uission , l.!inister Loudon 
and~. Sober- 5/l</40 ••••.••........ . . ...•.... . 

De Nederlandscile B31llc intor.o~ Foc!crnl Reserve Bank 
ot New York gold account "F" and dollar account "F" 
have been transferred to lle therlonda Government -
5/13/40 ••••.•• . ••••..•..••.••• .•..•••.•..•••....• • • 

e) •Condition on Pmsterdam falling" discuoocd 
nt 9: 30 meeting- 5/15/40 ••.••..• •••••..• ••••. 

lletherlands Trading Soci ety: ProblCJD of British 
Empire branches discussed by Bolton (Bonk or England) 
o.nd Kn oke (Federal Reserve Bank of New Yo1•k) -
5/13/40 . . • . ••. . •.. ... . . ....... •.. .•.••• • .••...••.•••.. 

\,elles, a t FDR' s r e(!uest, asks !!I.!Jr to speed release 
or ;;overnmental balances in this count!"'.{ -
S/13/ 40 •••••••.•..••••.••••••.••••..•....•.•.•. .• ••.. 

Purchasing Wission: 
Vesting Order: Progress report- S/l£/40 •.•••.• ••..••.• 

Securities ~kets (High-Grade): 
Current DeveloJDents : Haas ac:aor andua - 5/15/J.O •..••• .• 

Shipping: 
Sit uation reviewed in Barrio 10eaorandwo - 5/13/LO .•••.• 
Insurance (I talian ships) being trMsforred rroa Londcn 

to United Stetes so th:1t n.r lotoe& cay be settled 
i n American dollars: Bull i t t informs FDR, IUJr, and 
!lull - 5/15/40 ••••• ••••••••••••.•.• . ••. .....• •.•••••. 

a) Cochran-State Deportment co11versation: 
See Book 263, po.ge 96 

b) Harris discussion: Book 263, page 274 
1) Knrris report contradicting rucor: 

Book 263 , pnge 317 
St eel: Cable to Bulli t t (not sent) - 5/15/40 ....••.••• .. .• 

(For ceble sent , see Book 263 , page JS) 
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h r Conditions {Continued) 
Strategic Materials: 

~olybdenua: Shipments of - 5/1)/40................ 2f' 
United Stat es: Appropriations as tublllitted by 

departAents , approved by 1"DR, approved and 
appropriated by Congress - June '4 , 1939; 
November 27 , 1939; and ~y 8 , 1940 •..•..•• .. •• .••• 

United Kingdom: 
Phillips, Sir Frederick: Request tilnt he vi sit 

United Sts tes to be discunsod by it . .Jr and 
Ambussador Lothian- 5/lJ/40 .••••....•.•.••• . •• . . . 

State Depart ment informed - 5/13/1,0 ••.•........... . • 
United States: 

Jilltary Expansion Procra.m: Conference nt l"ihite House; 
present: rt.!.Jr , 't;o.adrinc, Joh.neon , nnd :..arshal l -
5/13/1.0 .......... ......................... ........ . 

a) ~~o~nda considered: {1) principal sen-coast 
defense ite:os; {2) cnli~t:ont nccessar:; to 
bring rc;r.L.= ~.:n.:,· to peace-title ~trength ; 
{J) Budget ~revision s; ot cete ra 

b) \100 oillion ap~roprintion und Co~ittee of 
which Secretary of Treasury would be ehairoen 
recoazended by ~r to FDR- 5/ 13/J.O • .. .•••• .• 

l) Discussed with ~cReynolds - ;/11./40 •.•••• 

\oil.merdillg, Lucius, Jr . 
H. . .Jr discusses availability 111th Th uillpson - 5/13/40 •••• • 

159 

80,110,122 
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1.5,17/ 

172 
253 
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•Ail!IAL Jl~U OJ' !ILDM• lliO&lfiD 

no•a .u.n ... leaeq, .... u •. 
MBa 11a7 11, 1140, I.a. a. 

•o.a 1108, 

1J ee 'lr ISS, April 1•, 5 ~· ·· 

-- 1 

!he .. laba&e .. \&.1&\\ of Ma7 i OOD\alae & 4eoree 

4&\84 .. 7 a ee\ul1ah1JIC a J\alohU;re4Utaue tor \he 

laauaaoe ot a apeoial •m OUI'l"eel07 tor \he u .. ot Ge~a 

\l'oope 1JI DeJIII!am aa4 •orea7. Aa a4a1Dla\rai1Ye &aaCIQJioe­

••t 4a\e4 11&7 i 1e stna 1D \he DIU!5CB 1\KICB~GIIl 

ot *7 10 4eeorib1JIC the uw ourreao7 wh1oh Will be 

laaued in de.,-taaUoae ot fit\7 pteDD1J168 one, \wo, 

tift, tweat7 aD4 tlt\7 •me. Ae related in &7 telesraa 

uader retereDOe Reiohakre41 t.taueneoheiM had alrea47 

Mea luued \o ler-&D \roope ot oooupatt011 111 •o~ and 

De••• prior to \he toraal ee\tias up ot \he Reloha­

kredl~••• tor \heee troope. 

the r..-l&UODI tor ~e IIIW 1\elohU;reditta .. e are 

•la•a\ i4,.\1oal wl\b ~oee eetabli8h1as a Reiohakre41ttae•• 

la ,.1 • ., ( - rq •&bar 15'1e , Oetober • , • p . • · ) llb.loh 

wlUl t.1ae r .. e\Ul1ehala\ ot tile hl1M Oen\ral Balik bae 

DOW lleea &leooatt.aod and ita ourreno7 wl\hdra- troo 

011'01ala\1oa. 

fbo tollowlDS h oonti4eaUal. 'l'he Geraan eoldlere 

of oooupatloa are no\ allowed to take no..-1 •m aurreno7 

wl\b \Ma 'lla\ are •pplled wl\b J\eiohare41tta .. euobe1• 

to 
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to be used in territories ot occupation. I learned at 

the Reichsb&Dk tb&t 1D spite ot this prohibition ~ 

Gel"'IIIUl troop uni t.e had oarried great. aaount.s ot aarlt 

currency into Morw&T and Denaarlt. I was recently told 

by an ottio1al that. this was one ot the aain oauses ot 

the recent. expansion in circulati on ot Re1ohabank notes. 

The ott1o1al 1&1d that one ot the great. oonsu.ere ot 

currency 11 the aray and that. t.h1e taot.or added to the 

Rei ch'• d1ttioultiee ot wise aonet.ar.y management. 

II~ 

FA:IISG 

-(. 

Regraded Uclassified



Jl 

S torEtary o~ StatE 

Washington 

RUSH 

1180, 12th. 

PLAIN 

London 

Da t td !.!ay 12 1 1940 

REc ' d 2 :54 p . m. 

Uinis try o~ Economic War~arE asks whEthEr 

thtr£ would bE any objEction on thE part o~ thE 

Un1ttd Statts GovErnmEnt to a braodcast bEing 

g ivEn by thE B B C in FlEmish, Frtnch and Dutch 

to tht Ef~Ect that any holdtrs o~ Amtrioan btarEr 

bonds who , ~taring 1 Est they f all into thE hands o~ 

th£ mc::y, :nay talct t hen to thE nEarEst UhitEd 

Statts consular of"f'1cEr and, aftEr oaldng a swor n 

declaration and burning thto in thE prtsEnct of 

th£ consular officEr, r~ ill be :.ssutd w! th a ctrti­

fioatE allor~in~ th~ to obtain a rtn£1"1al of thE 

bEarEr bonds in du£ cours£. 

!i!.n!.str::r of Econon1c ·/arfart fEEls that 1 t is 

urgEnt that thE B B c o al:£ such an announc EmEnt 

tocorror~0 Acoordi:1gly, 1mm£dlat£ rE!)ly is rtquEsttdo 

ltENi!EDY 
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(Conference at Secretary' s Home) Sunda,-, 
May 12 , 1940 
8:30 p . m. RE DISPOS ITiotl OF Al.IERICAN 

SECURITIES IN HOLLAND 

Present : 

Pleven: 

H. U. Jr: 

Pleven: 

H. M. Jr: 

Pleven: 

Mr . Berle 
llr. Bernstein 
J.lr , Cochran 
l.lr. Poley 
ur. Ballantyne 
l!r, Gas t on 
Llinie tar Loudon 
l.lr, Saher 
llr. Pleven 

The Bri tiah and French Governments were i .nformed 
early thia morning and they imnediately got 1n 
touch with the Dutch Government arn also a repre­
sentative of the Bank of England. Now, those 
securities are held by about fi f ty d i fferent in­
stitutions and t hose i nstitutions a.re what might 
be called scattered, Their i dea -s to take very 
drastic steps . This i s something which perhaps 
they have to do under difficult condi tions and 
it might take a l i ttle time to be able to get 
hold of the secur iti es Which exist and which are 
very numerous, because the Dutch estimates of the 
securities are even h i rfter than our own estimates 
of those securi t ies and will exceed about 600 
million dollars. 

American securi t i es? 

Yes. 

In the lletherlands? 

Yes, '!hose securities a re in many banks . Thei r 
business was to keep those things in safe custody 
a nd they were working on tho idea that if anything 
unto1.ard happened in the Netherlands, the United 
Stat es would always take s teps to avoid the Ger­
mans using the securities. 'lhis money li!USt be 
obtained i f they are to continue buying here, ao 
it is very important to be able to get the stock 
out and if the stock cannot be gotten out, to 
have some system by Which they may be destroyed 
and upon proof of such destruction the American 
corporations and Government will issue new certi-
ficates . 

4 
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H, M,Jr: 

Cochran: 

H, !>I . Jr& 

Cochran: 

Serle: 

Cochren: 

H, M,Jr: 

Ber le : 

Pleven: 

Serle: 

Pleven: 

" 
- 2-

Now, I underatand that a count17 1n thl.a poa1-
tion m&J give what tner call, I believe, a 
cremation or such and on aome bailie thl.a cre­
mation certiricate, such a a U. S . Steel and ao 
rorth, can ge t new stock, 

Well , when rou came in we were talking - I waa 
Juat listening t o Mr. Cochran, wbo baa been 
in the Consular service. I don ' t know whether 
it is p rac tical. I mean, if these were taken 
into the Central Bank of Netherlands and burned . 
and an Ameri can diplomatic consul ar officer being 
present, he migbt cert1f7 to what the Central 
Bank of Netherlands was doing. 

Ord1nar1l7 thor don ' t cert1f7 the Central Bank 
officer' 11 signature. It ia uauallr a nota17 or 
someone or the rore ign ortice and i r it we re a 
Central Bank governor, there llbould be someone 
rrom t he foreign offi ce or aome Judicial authoritJ 
certif7 it and then the consular or diplomatic 
orrioer - i t wou ld be the consular ofrioer in 
this oaae - would certity to the signature or 
thl.a or f ioer. 

Of the r ore1gn offi cerf 

Yea, 

'lheJ want a .foreign orr1cer, a nota17, a cl erk or 
cc:urt or ezq other Judic ial of.f1cer of t he barT 

'lhat 1a r1gbt. 

Do you want to ask Mr. Pleven ' anrt hl.ngf Then I 
am going to ask him to wait 1n the other room. 

One question, if I may, Have rou the approxbate 
distri buti on aa between the United Sta tes Govern­
ment banda and the other a ecur1t1eaT 

!lot a t all. 

'lhe figure JOU give 1a oomb1ned of all ki.ndaT 

Yea , I th1Dk it 1a all ldnda and there are onlJ 
about fiftr or these. 
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Gaston: 

Pleven: 

Gaston: 

Berlez 

Pleven: 

Berle : 

Pleven: 

H. !.(. Jr: 

- 3 -

Mr. Pleven, of those bearer securities you speak 
of, would there be certificate numbers of recordt 

'I'hore ie an American certltlcato and Dutch certi­
ficates , you see, --

Oh, they are n ot all American aecurities'l 

(Mr . Frank entered the conference) 

May I aek one other question? The suggestion was 
made in respect to the American securit i es, What 
happens to the b earer certi f i cates out a gainst 
them? 

6 

11ell, you see the bearer certificates are scattered 
amongst thousands of people . Now, those peopl e 
will .find a way to hide them. VIe don 1 t know what 
they will do w1 th them. Tho ooly grief of those 
people is the ownership of c ertain Ameri can securi­
ties which are under t heir custody. 

I understand. l!y question was because I wonder 
what V~ould happen if, after the process you su,ggested 
had been c one through Ylith, tho bearer cert i ficates 
the Dutch Trust has issued then turned up , perhaps 
a.fter a military occupation of the country, in 
Switzerland or Italy or acme other place and were 
then presented here saying, "llere is your leg1-
t1ma te owner." 

The -y I would do i t if I was the Dutch Government , 
you see, would be to decide that all those assets 
have to become the property of the Dutch Government 
by being commandeered with proper conditions to 
give back to all people Who have the certi ficate 
of such and such stock later on. The Dutch Govern­
ment would take them by decree from the registered 
owners o.f those American securities. 

Jerooe , word came could we do something. They 
said thoro i e 600 million dollars north of 
American securities 1n Holland and t h ey want to 
know whether we can help them by having them 
destroyed before a representative of the United 
States Government . They want an answer ton1g}lt . 
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The Net.'lerland s Minister will be here at 9a00 
o 1 clock. 

Frank : And IIIU\Y ot these are held against these cert i­
t icateat 

Pleven: Ag&inst the certificates . You see , the first 
attempt is going to be to ~ake those securities 
physically out of Ne t herlands and it is only 
i f it a ppeared impossible or after having to 
take h alf of them or sometn1ng that they would 
like as a last r esort to do s omething. This ia 
why we have got to get in touch with you. 

Bernstein: Those certi ficates are simply c redit claims 
a galnllt the Dutch T'rwlt , they a.re not claims 
aga1ns t the American corporation. 

Pleven: Oh, not at all. 

Frankl '!here 18 a custodian there? 

Bernstein: So that even though those bearer cert i ficate s 
are f l oating arotmd, the American c~~pany only 
recoS1\ i zea the Dutch trustee that happens to 
hold the Ameri can securities. 

Pleven: I would think from the point of view or the 
Amo1•i can corporat i on, the only factor 1s the 
stock certificate , which ia 1n the name or the 
holder. 

Frankl Wouldn 1 t most corporations the re register - the 
usual by- laws , I would think , would recognize 
a lost or destroyed certif i cat e on appropriate 
ev1denoe and I ahouldn 1 t think they could get 
any batter evidence than the Uni ted States Govern­
ment. I allouldn 1 t th1nk there would be much ques­
tion. 

Berle : 'lhe o nly question canes i .n on bearer bonds and 
things of that kind and u. s. Gove rrment bonds 
or on stocks . On other bonds, they would go by 
the usua l proviaiona of tho corporate charter 
or trus t i .ndenture. 
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I assume some of the securities are our own 
securities, Jerry, Treasury sturf. 

Amsrican thingst 

They may very well be. 

tlut to the e x tent they are corporate stocks, 
I wouldn't think there would be much problem. 

(Lir. Plevon and Mr. Ballantyne retired from t he 
conf erence) 

Cochran: There would b e no uae trying to make photostatic 
copi es ot all of those . 

~erle a Try a gain, 

Cochran: I don't think the Consulate •:ould bold those . 

Bomstein: Suppostns the possession of t h ose thing s were 
turned over to the American diplomatic officers. 

Frankl Do you think th e Germnns WO'Illd respect itt 

Be rnstein: lfuat problems would be presented? 

aerle: ;,e don't take custodial accounts tor fore i gners . 

s . LI . Jr: Excuse me , you are wrong. Jly rather, when he 
was American Ambaesador in Constantinopl e , took 
the physical property o f 1:5 different countries 
that ha was asked to represent when th ey left. 
I suppose that is different. 

Ber le t Tbat is a d ifferent case, 

H. 1&. Jr: I suppose that ia d1t terent and he had the money 
1n the cell.ar. 

Berle: Tbat ia a diff erent case when you take over diplo­
matic property. 

Gaston ! \\by do •:e have - -

13erle 1 I would refer it to Mr. Cochran --

8 
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I d.id the same thing. I wae 1n Gel'IM.ny when 
the war broke out. 

VIe have never take forei gn property for custody 
exce pt diplomatic property. 

~e have used our good offices 
it, but I don't think we have 
it in. 

1n l ooking after 
actually taken 

9 

H. M. J r : \Ve would take English and Fren ch securiti es in 
Rolland! 

Cochran : I don ' t know that we woul.d do that. r:e woul.d 
put our seal on the office tha t we would take 
over, but I den 1 t think you would take the 
physical --

H. M. Jra My father t ook thes e - I think i t was 13 countries 
that left Turkey and left their properti es 1n the 
cellar of t he Embassy. 

Berlea Row much was public proportyf \'le have now unde r 
seal property of do zens of legations , and so forth , 
that have left t hei r affaire in our hands. 

Cochran: But they were left 1n the i r own bulldinga. 

Berle a a,. the way, I might aa1 that the GenD&na have 
bean pretty systematically violating that. Tbere 
1a not much you can do about it against machine 
guns , but we haven't e xtended diplo-tic ianunity, 
tbat I know or, to property - -

Bernateina Now, one thing, they may be a bit deluded. Tbie 
f ellow said they real i zed the Treasury ' • treezing 
would prevent the Germans from be1Il8 able to uae 
the tunde and this proposal ot theirs was llimply 
to make available tho tunda to them, to the Allied 
aide. If these are bearer securities, the Treasury's 
free zing order won ' t prevent the Germans from uaing 
them. 

Berlea Well, we haven ' t got that far yet , have we? 

Bernatein s Well, any Treasury thinga , or JDOet Treasury th1nge . 
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Even if they can' t be assured of getting a re­
issue , they may want to burn them. 

10 

Berle : I bad it on my docket to call you tomorrow to 
start a little check an bearer securities com­
ing throug}l Srltzerland and more part1cularl::y 
Rome, but that was tomorrow morn1na1a job. 

Bernstein: It would be a terrific job to attempt to block 
bearer securi t ies . 

H. l!. Jr : Well, what are we ·going to tell these people? 

Serle : Well, if I may suggest --

H. ll . Jr: Is everything safe 1n Loa ~ales? 

Gaston: Yes . There waa only one of the Japanese tankers 
there and they searched that and there is another 
coning in. 

H. ll . Jr: Somebody g:~t Ttorried that there were some troops 
on them. 

Gaston : 

Prank: 

Gaston: 

H. U. Jr: 

Gaston: 

H. l!. Jr: 

VIe were told yesterday that thore were going to 
be ten or twelve tankers. 

The report the Naval Intelli gence go t was that 
there were four Japanese tankers in the harbor 
yesterday and five or six more were expected . 

\Y1th troops? 

Well , no, there seemed to be something funny 
about them. At 6 : 45 this evening we discovered -
a fishing boat di scovered a submarine off the 
Coast of !llaine which wasn It there . 

'Ihe islandT 

No, the submarine wasn 1 t there. They saw it and 
then our men reported back in about 15 mi.nutes 
that the submarine was the 12.5- foot Coast Guard 
patrol boat Travis . 

Another submarine. 
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Well, to get back to the practical solution of 
this , subject to llr . Cochran •a better judg~~ent, 
the ph')'8 i cal problem or cre- ting these in an 
American Consulate before a Consular officer 
who wae besieged b;r all kinde of people with 
bombs being dropped on them strikes me as beiDa 
out of t h e question. I do not eee an;r reason 
wh;r the foreign offi ce ahould not detul s omebod;y 
ot sufficient standing who would go down to the 
Netherlands Bank and there witnosa ~he cremation, 
DBke a certificate and have our own Consuls in­
structed to witness hie signature along with 
the statement o f the hank, wh i ch ought to be 
pr e tt:r good evid ence and why that wouldn't cover 
tba e 1tua t i on. In some of tbeee Consulates, 
there is no possi ble wa;r ;you could c remate thee. 
er-ting a bunch of bonds and securities 1s 
not the easiest thing 1n the world , unless ;you 
have a good wo~ng furnace. 

No. In ~terdam the;r have thoee little tile 
stovea . It woul d take a long time to burn them. 

These b earer certi ficates issued b;r the Dutch 
trusts a re purel y a domestic proposition. 

Surel;r, that i s no problem. 

It will be a problem that the Dutch trust will 
sometime have to meet . 

But that won ' t get them 1n the - that won 't 
get America into diff icultie s. 

It i t i a a s Pleven euggeata, the Dutch Gov ern­
ment colllllllt.ndeera them, then their problem ia 
with the Dutch Govamment , n.ot with ua . 

The American corporati on recognizee the Dutch 
decree tranaf'errina t1 tle of' thoae t'rcm the 
trust to whoever the Dutch representative be­
come•. 'nlat can be r.orlced out and that ia a 
legal ques t i on. 

I don ' t aee how we can give them an:r kind of' 
aaaurance at a l l that what they do in a hurl:r­
burl;r over there 1n the next 24 hours or 48 

11 
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h ours woul {. eithe r be r ecoenized by oursel ves 
or the pt•ivate corporotion:~ i n this country. 

3ut I think it r.oul d be pretty good evidence. 

It would be pretty good evidence , but what -­

Sone tran5fer acency is goinc to h~ve a bend­
ache . 

'Ihey can ' t re l y on any ellauroncee v:e cnn gi ve 
them. So for as t he ir own oecuri t i es a re con­
cerned , I don' t know how much there might be 
there. l:e have a pretty compl i cated procedure 
!'or the 1ssuonce or ne1·: certifi cates v:hen a 
bond has be en lost or destr oyed . 

A U. !! . Government bond? 

Yes , ond I think the statute requ i res seCUI•i ty 
before nnothet• one can be i s sued . I don 1 t think 
i t is just a nattet• o f regulation. ·,;e coul d go 
down on the liill and v;e probably coul d take cnre 
of the s i tuation wi thout much d i fficu lty. I 
thinlt there v1oul d b e a groa t deal of sympathy 
on t he Hill , as we found out vthen we 8J:lended tho 
fot•eisn exchange pov:ers here very recently. I 
d on ' t see how we can go much beyond sa:;ing that 
ue t~ill do everythlnS r.e can to h elp, but how 
effectual that will be, none can s ay. ·.:e won ' t 
l:no•: v1ha t the seeur i ties are and we don't know 
under r.hat circ\lllls tanees t hey fiOllld be t r ans­
ferred . 

I didn ' t unders t and "e •:ere being a sked for that 
assurance , d i d you? 

Oh, the best you can do is g i v e them &ood ndvice . 

'l'hat is about all they are askin&• . 

That i s all , but the ~ore I have thoucht of it 
since I hove talked to you, I think i t ou£bt 
t o be handled b:; the Netherlands ~:inister and 
not throuch the !lt•itlsh Broadcasting System. 

You u1ay reca l l that when I t alked t o you , that 
\faa a preoccupation of mine. 
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Yea. You agree, toot 

Certa1.nl,.. 

I think 1 t would be much more popular 1n th1B 

~tr,. 1~ we need an7 legislation that we 
are doing 1 t ~or the Netherlands Gove~nt and 

the British auggea.ted that the,. wanted thh 

broadcast ~ram their official broadcasting 

atat1cn. 

I will so a 11ttle bit further. I think it 

would be h1BIU7 1mproper tor U8 to create the 

1mpreea1on that we have named the Britieh Govern­

malt or the Br1t1ah Broadcasting Com~ or 

an7one else our &gents to e~~ectuate an arrange­

ment 11ke tb1a . It 1a all right ~~~~ the British 

point o~ view, but I think we probabl7 would run 

into a sood deal 0~ trouble here. 'lhe suggestion 

llr. Cochran made 1a that we merel7 act aa authen­

t icating agents 1n creating a pi ece o~ evidence 

which, eo far aa private eecuritiaa are concerned, 

would normall7 carr,. the situation with a bit 

o~ nuisance. 'lhe Treaaul')' ma7 see thhl8a d.tr­

terent. I am not tam111ar with that and don ' t 

know how it ~ita with United States Gove~nt 

booda. 

13 

Where a.re these things! Are the7 all 1n one placet 

'lloat o~ them are 1n the Am.aterdam be.nka. 'lha 

Rotterdal:l Central Ba.nk 18 on f 1re. 

Have the Ge~ taken posseeaion of Rotterdam! 

No, but parte of it. 

Ie this thing clear 1n JOUl' mind aa a Conaular 

o~Ucert 'llhat would ,.ou do i~ ,.ou were 1n 

Aluterdam and J'OU couldn •t get word to the 

State Deparblent and the7 asked ,.ou to do th1a! 

I would go alons with h.1a and be a w1tneaa to 1 t . 

I 110uldnTt do 1t 1n-.qo~r1ce. 

'lftlat kiod o~ an o~~icial would J'OU aak ~ort You 

Regraded Uclassified



Cochran I 

SerlO I 

Cochran: 

H.M.Jrl 

Borle1 

Cochran: 

Borlo : 

Cochrana 

BorlOI 

Gaston: 

- ll -

are over there, you can 1 t got an7 1natructi one 
and they are aeld.ng rou to do thh. 

I den ' t know the Dutch law • but ordinarily a 
rorei t!Jl eervice oN'ic.1al or an officer of a 
oourt or a notarr public , one or those three. 
It dopond.e on tho practi ce of tho Consulate 
General 1n Am.etordam. They muat have tho 
signature on file of tho person whose ait!Jl&­
ture is now being authenticated. They muat 
know he ie still the duly authorized person. 

'!here wouldn't be anY difficulty about that. 

No. I wouldn't specify too frankl7 what offi­
cer he shou ld have, but get h1111 to have some 
Dutch official whose signature he is 1n a posi­
t i on to authenti cate. 

\'loll now, that you will have to d o and what i s 
more • by •10rd of mouth t e ll the Dutch Minister 
to do this and say 70u will confirm it through 
a cable to tho Consular servi ce and there ie no 
publici ty and that ia tho end of it. 

No, they will have to do the publicity. 

Beeauao ordinarily a Consul wouldn 't take the 
responaibllity of saying this document is good 
tor 200 shares 1n General Yotors. 

I would say, as h e state s it, I would see no 
polnt in broadcasting i t . What they are real17 
looking for are not the s ca ttered p rivate securi­
ties, but s ome 50 or 60 big pooled holdi ngs. 
A broadcast i s the wors t way to do i t , I would 
th1.nk. 

'!here a re Just a few of tho se bi g concerns 1n 
Amatordaa. 

'!here are pr obabl7 a lot more of ~11 amounts 
which will d rop out o f tho country. 

It they want to use s . s . c •• it is a Dutch offi­
cial who should u s e B. B. C., of course. 
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Do ,-ou have an,. question, Jeromet 

lfot the al1.ghteat. It 1a the obvious tblns 
to do. You will have ,-our own problea. I 
would think Ed might be right . You know tba t 
better, about government bonds. You _,. need 
so~ l egislation. 

He is doing hia homework on the telephone. 

They have to give security. 

I didn't have a Chance to tell anybody except 
,-ou what it waa. 

Well, Se cretary Hul.l was 
noon when Kenn.edy1 a wire 
with h1111 . 

So he knows about itt 

out there th1a attar­
came in and I oh&tted 

He knows about it. Tiley want to mrk out the 
matter aa well aa possible. 

While we are dolns it, don't ,-cu think we migbt 
ake the aame offer to BelgiUIIIt 

'Ihe Kennedy offer contellq)lated both Belgi\1111 and 
Holland. 'Ihe;y wanted to broadcast the French 
and Belgian - Flemish, &lao Belgian, and would 
include the Dutch. 

Probably there is no Where near the securities 
1n Belgi\1111 that there are in Holland. Holland 
has held a lot for a l ong tillle. 

'lbere are a lot of them. Tiley have bad th• 
quite a While. 

You wUl find them 1n ~tl:erland. There IIIU8t 
b e a terrible lot 1n ~tserland. 

Of course, since those twc branche• have been 
eet up 1n New York, tha swi .. bank corporation 
will hold a large part. 

Tbat 1a rigbt. 

I 
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My t.preeeion ie that a good BaD7 or the 

Dutch eecuritiea are on the way oYer here . 

l'here have been a good ~ ehipped in the 

put. I know they had to increase their 

apace ae cuatodian service do'lltl there and put 

i n more vaults. 

Ae eoon as Ed comee in, we will ask him about 

the u. S . Oovel'll.Dint and then we will invite 

thoee gentlemen back . 

It seema to me we might . In that ease, the 

only other thing we would have would be the 

cable 1netructione to our Coneula, which, 

if ,-ou t .h1nk we will have the idea, I tb1.nk 

it w:>uld be a e1mple narrative statement or 
the proposal, a statement that they are au­

thorized to witneee the deetruction and/or 

authenticate the signature. I don ' t know how 

~ of our lM!1 - I don't know wba t the deanda 

on our men will be in the next rew days. 'l'hey 

oUgllt to be pratt,- great and a couple of them 

have been bombed out of their Coneulatee and 

have had to set up temporar,. Conaulatee. 

Bow are y ou going to handle the U. s. Oove~nt 
bonds' 

Well, it requ1ree a bond in oonneet1on with the 

iaeuance ot a new certificate When the original 

has been loet or destroyed. 

Both bearer and --

I think ao. 

I aee where ,-our eurety canpanl es take -­

\7ell , e ither that or we might be able to have 

that changed. 

'l'be private securities all !:ave that prov181on. 

Well , Ed, to do a l1ttle rut th1nldng, what I 

get rran what Berle said mile you were out, 

he 1e so1ng to go back and drart a cable now 
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a s to securi t i e s 1n pri vate oompanies 1n the 
United States. Ie there an7l;h1ng special that 
he b a a got to put 1n there on u. s . Government 
bc:ndat 

Well , I would l ike a l i ttle While. 

How much time do you want? I should have told 
you What it was , but I didn ' t . How l ong do you 
want t 

I will know more at midnight than I know now. 
Can you give me until m1dni gbtf 

No. Take a chance. 

Uy tho\18ht is this : I think Jero:ne was called 
on this . All you are doing 1a creat1Jl8 a docu­
ment Which 1s excellent e vidence of the loss of 
t hese securities, bringing 1n play our l aw for 
t he replacement of them. The intervening ques­
tion, the Dutch decree tor requi sition, is an 
enti rely di fferent matter , but we don't have 
to s e ttle that t onight . 

Assume we do recogni ze the right to requi s i tion, 
that 1s a separat e question. Our cable would 
be adapted toward giving the Consul enough back­
ground so he Jmowe 1lha t he 1s doing and then 
telling h1m that he may wthent1ca te these ce rti­
fi cates of destructi on which are executed by some­
bo~, presumably a bank in Holland, 1n the presence 
of a Dut ch offici al who states that t a c t and whose 
s i gnature and offic e the Consul witn esses and 
tha t i s the documen t which - -

Foley : You want to get it ott tonigbtt 

!lerl e : Yes. That document will then preaumably be pre­
sented to you :In the Treasury 1n the case of 
the Treasury certificates and these other fellows , 
the private corporat i ons, 1n r equesting the 
issue of the rep lac- ent certif i cate under their 
by•laws or under t he a ppropriate statut e, 1n the 
case o f Treasury cert i f i cates. 

Bernstein: It •7 be tha t as t ar as holdings of privat e 
ae our1t iea are ccocerned, you will h ave to go 
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t'urther and have these tbinga - the deatructi on 
witnessed b7 an American officer. Ylould that 
present an impossible burden! Supposing these 
banks can do all the work, the lletber landa Cen­
tral bank can do all the workt TbeJ will have 
l i sts, a sheet which will refer to a huodred 
securi ties and all that the Ameri can Consular 
ottioer baa to do i s to aee what theJ are throw­
ing in the f i repl ace and check the list e ver, 
time they throw something in the fireplace and 
then eign h i e name once. 

Serle: Hornstein, a bout the last thing in the ~rorld that 
an Ameri can Consul, where there 1a real s trese , 
will be doing is sticking around and checking 
things or that kind. 

Frank : How can h e hel p it? 

Berle : \Ve will do the best we can on that , but ,-ou have 
1n mind that there are man7, many hundreds or 
Americana in Belgium. With e ver,thing in the 
world going on, m&DJ of these men under fire and 
so on , they will be dealing vti th the situation 
as rapi dly aa they can but theJ won ' t go taking 
a happy walk to the bank unleu life happens to 
be running tairly eaa7. There w111 be a hips 
and sealing w.x and ever,tbing 1n the wor1d 
coming in on those boys. 

Frank: I would like to r aise a question about our lmg 
list . Maybe i t is the beat ,-ou can do , but 
you a re going to have these tbinga presented to 
dozenn ot dif f erent corporat ions. It you have 
one l is t , that lis t will get worn out by the 
time i t make& the rounds , won ' t iU I would 
thick you would hav e to do it by t h e corporation. 

H. U. Jr: Have i t photosta ted. 

Bernstein: Ther e are 50 truata. Each trust would have the 
Job ot lll&kl..n& out a ahaot or all ita socurit1oa 
with aa fUll a description or it aa you can g ot. 

B.M. Jr: Bemi e , they eay the bi g bank i s blrn1ng t here. 
Tbat wasn ' t a pun, either. You bave got to 

" 
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think of aome way that haa never been done 
before that a transfer agent here 1n New York 
will recognise. 

It aeema to me i f t here are onl7 50 tru.ata , 
70u will need 50 eertitieatee and I don't know 
why it need be more than a page or two long, 
listing the securiti e s 1n some appropriate 
way and every time you Just throw 1 t into the 
fire and the £!lolY s igns h 1a name and I don ' t 
know why 1 t would take them more than an hour 
to do the whole batch. Those trusts mu.st know 
what they are - they muat have sheets giving 
1n ventoriea . 

'lhey know what they do. 'lhe ques tion 1a whether 
the Consul or whoever it ia can verity all tboee 
list a , 'Ihey won't be a page or a page and a halt 
long. They will be endleaa pieces. '!hey have 
!locka of bonds and they would.n' t be one bond, 
they would be 200 bonds, perhaps, or the same 
corporation and they will have stacks of lists . 

I suppose 1n A:materdiUII - the Consul muat have 
seve~l deputi es there. 

A Consul General, two Conaule and two V1ee Conaula. 

'I'bat ia right, five of them, There are three in 
Rotterdam and a couple in the Hague. 

Those are the diplomati c officers there. 

They a re both now. 

That ia right. 

And we oould, ot course, i f the Embassy a tart ian' t 
working too hard - which ia a fat chance - aocne of 
the boys 1n the Embassy could al.ao help the Con­
sular offi cer. 

I think it would be a good idea it the man could 
be present, but ord1nar117 we wouldn ' t ask a 
Consular offi cer to say that th1a c ertifi cate 
ia a valid certi f icate or the ownership or 
shares. 

:s 
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I should think i f t his isn't e Consular officer­
if there isn' t a Consular officer t here, someone 
1n the foreign service would a ctually see these 
ce r tif i cates destroyed. The chance or bavi.ns 
the thins recognized by a t r anefer agene:v i n 
New York isn ' t very good. 

I don• t think so . 

Think you bava got to have so:nebody there? I do . 
He i s the fellow t hat has to take a chance. He 
ia the GU:V that has to go out on the line. He 
bas got confidence 1n these people and he truate 
them. That ie about all there is to it. 

If he do esn 't trust them, the transfer agency 
doesn't . 

How many people are going to go out and take the 
chance --

That is what I think . 

He ought to take t he chance. He can't defend 
himse l f any. He might as well go busted . 

If I saw a Treasur;v offi cial doing that , I would 
feel a litt le bit ha~pier about it. 

I t h i nk we take as many chances as the St a t e 
Department. 

Yes , we a r e getting a little bit conservat ive 
these days . 

I am vory pleased to see that Mr. Berle and I 
are JW!t a couple of la:ymen here being snowed 
under b:y the lawyers. 

I used to practice law MJSelf and I am not qui t e 
sure I agree with Jerome on the question ot 
what we reall:v - what they really want 1a pr oof 
of t he los s , don't they? Just Why do the;v get 
a better proof out ot an American Consul Who 
happens to be t here t han ou t of anybodY' 

We are Just checking on Whatever 

• 
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Berle1 The law of a private corpor.tion i s that l ota 
of things get lost Without having a policeman 
or a constable or somebod7 around to Witneaa 
the lou and that happena all the t~. I adm1t 
that it ia quite a nuisance and the .Ul1ed pur­
chaser IIIUIIt be 1n poasesaion of these thinga 
because tiler have to have a good lawrer 1n !few 
York to attend to that nuisance. 

Bernetein1 This 1a What waa done during the World war. 

serle1 But the7 weren 't just shoving this on t he 
Consul as the thing came on. There the7 had 
bad t h e list made and in one case, at least, 
the7 had had i t checked oft long before and 
then When things got too hot the7 threw it over 
the dam. A lot of those were destrored w1 thout 
benefit of American cl ergr and still fixed up 
later, thouab i t -s quite a chore to put through 
the trans fers . 

Frankl Wouldn 1 t it be possible that one of the Consular 
officers would have some American who would go 
thereT I just have a feeling it would -.ke i t 
easier for these folks if rou had some American 
Whom the Consul would ask for to be a second 
witness. 

Berle1 Haven ' t the New York banks -

Bernstein I I wonder 1f there aren 1 t tranafer agent• there. 

Coebran1 Not for those Dutch concarna . 

Frankl Don ' t anr of those American concerns have repre­
sentatives there? 

Coohr.n: Not in the Netherlands . 

H.loi. Jr: Does the National Bank have an ageneyT 

Cochran! Not 1n the Netherlands, 

Frankl Are there anr English banka that doT 

Cochran: I cculdn' t sar as to that, 

• 

I 
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Frankl Aren ' t thoro any large American corpora tiona 
over therot 

Cochran: '!here are plenty in Bel gium, but none i n 
Amsterdam. r1hat the Consul could do , be could 
be present and say be w1 tneseed the burning, 
but I don't ~ you ought to ask hLm to 
i dentity each securit y. 

Bernstei n : Could you create a Consular offi cer, provided 
you could ge t any American who was free who 
would be will i ng to devote o. few hours to 
witness the burning? 

Cochran: He has to be accredited to the local officials 
there . 

Prank: 

13erle : 

Frank: 

Cochran: 

Frank: 

Serle : 

Cochran : 

H. M. Jr: 

More than that , the bank woul d find out about 
that and they would s ay you were putting some­
thing over on t hem. 

They would see a boob comins down and somebody 
would eay r, "Run out l.nto the s quare and get an 
American . ' 

I think you are going to put a pret ty bi g burden 
on the Consular officer to i dentify each certi­
ficate . 

But let him be pr esent at the burning and then 
gi ve him the certi ficate and he authenti cates 
that . 

And they ought to get an important officer of 
sotne Dutch benk to be ther e. Oet the President 
of the bank, or something. 

I will t ry to drag in a few wives and children 
whose houses have been wrecked and send them 
down to the bank. 

If they could get it centralized --

can•t we send out instructi ons so t hat i f ci r ­
cwnatancea are such that they can do the thing 
and not neglect their 110rk , i t would be pls ae!ng 
if they would offer their good offices to be 
of such and such assis tance. 
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But I wae tJ'7ing to otter a oaee where act1Jal17 
70u wouldn't be able to do that and that 11 1n 
the cue where actuall7 - J'OU probabl7 Will ba 
able to get a good. deal ot that done 1n Aaater­
dam, aaelaing that it ian• t bollbed. 

Well , Amaterdam, I think, ia Where you lligbt 
be able to. Couldn1 t tbe7 tJ'7 to get some 
bigb oft1oial of the Dutch bank to be tberet 

Failing that , I would. - what he ought to get 
is a high Otfic1al ot the Dutch bank and. a 
Dutch officer. 

14aybe the7 have a Supreme Court oi' Retberlanda 
that 1an1 t bua7. 

I doubt 11' they are bearing many cases juat now. 

'lhe Federal. Reserve Bank ot New York has the 
s1(9l&turee ot those top 111en 1n the Denederlansche 
Bank. I think. 

In any event, lolr. Secretary. I wonder 1t you don't 
want to tell th- that they ought to destroy 
every sheet ot value because the7 may be quite 
Ddataken 1n relying upon the ettectiveneae ot 
your order to keep tbe Genune trom getting the 
va1ue. 

My orderf 

Bow do you meanT 

The t'reeain8 order. because i f those are bearer 
aeauritiea, e ven regardleae of ;your order. they 
are going to be able to realise on valuee, be­
cause they aell it to an7one. You are not 
blocldllg - 70u coul.dn ' t, without blocking all 
outstaoding bearer securitiea. prevent that 
and c<lllsequantly I think that OU8)1t t o be 
illpreaeed. on tb-, that ccae What -7• they 
burn eYerytbing. 

That is a good thing t o illlpreaa on the Dutch­
II&Do 
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Have you got i t strai~~t in your mind? 

Yes. 

Are you ready tor thea? 

Yes, 

Do you want to 1•ehearse it , do you mind? 

Certainly. ! thi nk as f ar as the cable is sent, 
i t would be f irst to r ecite the substance of 
their proposal and then in view of the possi ble 
imMinent capture of theso securities , i t 1s 
cmtemplated that the holclin&s of American securi­
t i e s shall be destroyed in the presence of trust­
worthy witnesses and i t i s desired to cet t rust­
worthy a nd adequate evidence of su~~ destruction 
so that these securities may be replaced later 
at the request of their rightful O\mers and in 
compliance with our l a ws a nd practices. Accord­
ingl y; he is instructed in so fa r as possible 
to witness the destruction of the secm•itiea 
and to certify to the fact that such destruction 
without , hol'laver, undert aking t o identify the 
securities ~ut to certify the signature and 
qual i f i cations of the Dutch TTitnasses to such 
destruction, which shoul.d include a ccnpetent 
bank o~ficial ane a competent judicial, notarial 
or othor officer of the Dutch Government and 
nhose siena ture t he Consulntc woul.d normally 
nuthenticate. liow, there is the question. 

l~ho would i dentify tho securities? 

We don ' t care . 

I f .,,orst co.:ne to wors t --

He has got to , luisn ' t he? 

If you want to say that , say it can' t be done . 
llobody eM i dentify 600 million dollars worth 
o !' se curi t i e a . 

If wors t came to worst , Concress could pass 
soMe l eGislation indemnifYing the American 

~ . 
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corporat1ona aga1nat lon on that klnd or a 
cert1r1cate, 

And then taking these 1n atepa, the Conaul 
can cert1t'y to the a1gpatul'ea or that 100&1 
official. That local ot.ric1al may be aatb­
t1ed with the aignatul'e ot a Denederlanache 
Bank ott1c1al, who 1n turn aeeepta the liata 
these several concerna turn ln. 

It they eou.ld pick a ba.llk ot.t1e1al who - i t 
1a known that hie aigJl& ture 1a on .t'ilo w1 th 
the Federal Reserve o.t' New York, 1t would be 
very helpful, preterably a bank ott1o1al whoae 
a1gpature 1a on tile with the Federal 1n lfew 
York. 

Maybe aOI!Ie ot those bank ott1c1ala are up at 
the trm t l1na right now. 

No, I thlnk ,ou will tlnd them 1n the banka . 
I can aee the Germane troopa bearing down oo 
the town while aomebod7 1a a1tt1ng In a bank 
counting aeeur1t1ea . 

'!'bey will do a lot to eave 600 111ll1on dollara. 

It' the M1n1ater can get word 1n the Central 
Bank to paaa word on to these concema, I th1llk 
that would be the moat ettect1ve way or getting 
them in. 

Right. .Tara-T 

Yea. 

Beeauae on the Bank 1a central board are rapre­
aentativea ot every one or these corporationa. 

'lbe other tblng you o~t to ea7 to hia, it 
ia up to the Dutch with aucb. help aa the7 can 
get to get that advice to the oorporat1ona 
and other people. 

And that we will not give out any publicity 
on thia aide. Everything will have to co­
trca h1a Legation. I aa aatiati ed where 1t 
- 1'roa the other day. You, toof 
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I am, because I ran into eo=ething else that I 
know came tron there . 

I see. You k'now, r.e got this rather snoot)' 
telegram n-o= the Central Bank of Netherlands 
that said, "How cane all the publicit)'!" 

All right , beye'l 

Foley : Yes . 

Serle: 

H, C. Jr: 

Serle: 

Loudon: 

H. M. Jr: 

IANdon: 

Ser le : 

Louion : 

Berle : 

I otill don't know who got it 
was acrose the street or not . 
it out yet. 

first , whether it 
I haven ' t figured 

Well, we have worked with them a good many )'Oars . 

It doesn ' t matter. 

(r.tr . Loudon , Wr. Pleven and Mr. Ballant)'ne entered 
the conference) 

I have requested my l awyer to come , too. 

Do you think be will be here ln f i ve minutes! 

He ought to. 

11e ought to probably indicate, I think, what the 
Minister probably knows as to our law 1n connection 
with the destruction of tbeae certifi cates. 

Yes . 

In practically al l American corporati ons and even 
1n connection with the Tr easury where a bond or 
a share of stock is destro)'ed and destruction can 
be proved, the owner can obtain a new cert ifi cate 
later b)' going through certain procedures, wb.1ch 
is that you have to provo the loss and adverti se, 
usually, for a certain n\DIIber of d ays 1n an 
~rican newspaper and then tile a bond that )'OU 

will bold the corporati on harmless if the old 
certifi cate turns up and then a new ce rti f i cate 
1s 1ssuod to you. That would be tbe procodure 
which I assume would have to be followod. The 
Treasury has a el1gbt l )' di fferent procedure 

• 
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which is a little more complicated, but it 
still follows the same general linea. A 
security loat 1n transit or shipment or some­
th.1.ng of that kind, agAin I believe there ia 
an adTertiaement filed and a bond and so on. 
About all that can be done here r.ould aeem to 
be a method of proving that the certificates 
had been destroyed and using that document 
of proof as the foundation for the reiSsue 
of those certi f icates later. That seems to 
be the theory VIe are running on. Have I 
stated it exactly, Mr. Secretary? 

Quite . 

Our people mi(Sbt, I suppose, be of use 1n 
authenticating documents by witnesses to the 
pbyeical destruction of those securities and 
that, I take it, is as far as we could pro­
bably go . llow, that would then mean that some­
one with a certificate or the ownership of 
the certificate before , plus the proof that 
i t had been destroyed, would then turn up on 
this aide of the water with this proof and 
request an i ssue to him of the equivalent 
certificate. 

Can I int errupt you a minutet If you are going 
to do this for Belgium, too, woul d you want 
the Belgian Ambassador here now? 

I think there is time on that, Henry. 

17e con handle that tomorrow morning. 

Baaed on the military situation, I should guess 
there is a good deal more immediate possible 
stress 1n Holland than there 1s 1n Belgium, as 
far a a we know now. 

I don't know, but - I Bl!l not ao sure about it, 
but --

I am not , either. I merely indi cate that the 
spearhead 
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Our needs are just as urgent - they are near 
Brussels and 'flb.en they get to Amsterdam, we 
have just s t arted our f irst line of defense. 
They are through the line of defense i f they 
have oroased the canal. 

'lhA t 1a true. 

Then t here i s 

I have not heard that in Belgium they have this 
system. 

I don 't t h i nk that would make any d i fference, 
though, would itT 

May I a sk another question! If you give those -
may I say, this certificate of destruction, by 
the American Consul General of the American 
Legation, they must reach here. In that ease , 
i s i t feasible that it will be handed to the 
American authorities who in turn will s ee fit 
to export them 1n the pouch? 

I think that could be arranged, yes. 

Because I thi nk that is a bsolutely necessary. 

Absolutely. 

'Ibat is a vital procedure. Now, the second thing, 
i f you do that and this pouch gets lost, therefore 
they oan•t be delivered here. In some way or 
other, oan you t hen arrange that telegraph.ically 
the numbers of the certificates - if they are to 
go down, I would have nothing lef t . 

Unless you could photostat that l1et. 

Telegraph, I would say, 1s out. Kr . Berle doesn't 
even know 1 f his telegraphic instructions rill 
get through tonight . 

They will go over. I have ruJl8 up four t1111es 
to The Hague. There 1s no nervousness 1n The 
Hague . There 1s nothing going on there. 
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'lhllt 1G true now, lol;r thoUght 1a that that might 
not be true a t an:; time, 

I 1rould be very much aurpriaed. 

Well, in Rotterdam our Consulate bas a lready been 
bombed and I imagine somewhere else . 

I see no r eason Why photostats Should not be 
made and reta i ned 1n the Consulate. 

You \'10Uld have one copy made Which the Corusulato 
would keep and one to tho Dutch Bank and one 
put in our Legation r 11oe for transmission in 
the pouch? 

That , I should t h ink , would be the r.a> to do it. 
1'/e coul d make them in triplicate Ol' something 
l 1ko that , l ie haven• t lost any pouches that I 
kno11 or so r ar. 

Of course . Rotterdam is a separate i sland and 
first of all we have had successes today in 
pushing back Yl1tb troops a nd Y/e had successes -
Dordrecht has been recaptured and the reason 
that Rot t erdam itself has not been cleaned up 
i s that they have dropped again 5 1000 parachutes. 
They keep on dropping aa many aa they can because 
rrom tlotterdam they hope to have the r i ver and 
then be able even ror the submarines to get 
through the inland waters and make orr the Bolland 
Coast to the £nglish Coast , 

s, ooo today! 

5 , 000 today. The battle is shirting the whole 
time. Aa aoon as they can got through that 
sa:~eth.ing is going on, we got more newa. They 
gave out that the a.irrie ld i a completely d estroyed 
and in the city rlth tho help or the FHth Column 
who are all Ge rmane who have l i ved there ten or 
f i f teen years who snipe out t he windows , it ia 
not an outpost or the Genun Arur:y. As long aa 
we are still b usy in not tordam, I have been 
speci ally inst ruct ed to take not i ce of thia, that 
the mai n powe r or the Army 1n Bolland - there 
is 99 percent or the Dutch Army s till operati ng 
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and they think they can hold out for con­
sidera bl e t ime. Tbey are not the least 
afraid for Rotterdam. 

(Mr . Saher entered the conrerence) 

I think, l:r. Berle, if you would go ahead ani 
state t he case --

I think maybe you are fami liar with the general 
outline "'e are discussing. 

Oh, yes , yes . 

Under our law, Y.hen a certificate of stoCk o r 
a bond is destroyed, there is a prescribed pro­
cedure for issuing a new certi f i cate or a bond, 
as the case may be , that usually consists firs t 
of proof of destruction of the ori ginal. Second, 
usually advertising 1n a paper for any holder of 
the ori ginal to present it i f he has it and t h i rd , 
t he f iling of bonds securi ng the corporation or 
what-not in case the ori ginal does tum up, o.f ter 
whi ch a new certif i cate has been i ssued to the 
original O\~er or h i s t ransferee. All t hat can 
be done here , obviousl y , i s to arrange a docu­
ment which is the best proof of the destruction 
of the certif i cate and 1n the case of a certi­
f i cate payable t o bearer, bonrte payable to 
bearer, the owner at the t iDe of destruction. 

Now, i t ia obviously impracti cal for any Ameri can 
of f i cer to undertake to verify a list of many 
hundreda of millions - well , there i s a military 
operation in progress, so t hat about all we can 
do Ylould be to witness a destructi on of the 
securi t i es and to authenticate t he s i gnature 
o f a responsi ble Dutch officer, a notary or a 
judicial offi cer or someone fro~ the forei gn 
office who miGht also have witnessed and verif ied 
the destruction and have s ome r esponsible Dutch 
banker, preferably a banker whose signature ie 
on file with the Federal Reserve Eank o f New 
York, Which would mean an offi cer of the Nether­
l ands Bank. Our thour)lt wac , therefore, that 
we might instruct our Consuls, if they vtere 

, J 
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requested, to witness Wherever possible the 
destruction or the securities and to authenti­
cate the signatures ot' t he responsible banker 
and or the responsible Dutch officer, together 
with the ott'1ces the:y hold and a statement 
ot' the - a concise a ta.t;ement or the facta and 
the l i st ot' aecur1t1ea aa they were then fur­
nished to him, which these people had verified. 
It he can verit':y them too and baa time, so much 
the better, but he may be hav1n.g other things 
to do about then i n view ot' the m1lit a r:y opera­
tiona . 

On that , the holder or those securities, aided 
b:y that evidence, could probably then get in 
most cases w1 th perhaps sane nuisance here, but 
could eventually get the reissue ot' secur1t1e a 
to them. It may be b1glll.:y dea1rable , I tbink, 
to have all bonda ver:y thoroughly destroyed, 
because i t' those do get out and then get into 
the markets through Germany to Switzerland or 
to Rome or to any - Spain or to any other neutral 
country, that they would then turn up and they 
would , ot' courae, invalidate anr reissued cer­
tificate or 11' not invalidate them, at least 
give claim against whoever h&a them, That 1a 
a bout wbat we thought or doing, but the initiative 
aa to requ1r1zla the destruction or suggesting the 
destruction and suggesting what ought to be done 
d1at1nctly OU8ht to come from the Dutch Govern­
ment , because it 1s a Dutch matter, i t would seem 
to me, or it' we d id it in the case ot' Belgium, 
then for the Belgian Government . 

The suggestion aa to how it ought to be done 
necessarily baa to come from the countr:y in 
which these s e curities are. We are not suggest­
ing that anyone go and destro')" our securities 
in this manner. 'Jh1s ia a method by which we 
could turniah a document constituting proof 
ot' loss and a t least prima t'aoie proof or owner­
ship at the t ime the d u truotion took place, 
-.h1ch would make poeai ble the r eissuanc e ot' 
securities later on. 

I would like to add one thing. Your broadcasting 
station 1s s till working , isn't i t ! 

• 
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Yea . 

Because the suggestion was cade that we do 
this from the British Broadcasting Corporation. 
I think it woul.d be much better i f 1t were done 
by your own people rather than having 1t done 
by England. 

That I get in touch with The l!a{;Ue? 

Yea . 

Yes . But it is not a matter which I would like 
to telephone about. 

No , but the suggestion was made - there is no 
reason why I ahouldn ' t say it - you see , t his 
came t o us two ways. Mr. Berle received it 
from t he American Ambassador in London and 1n 
the suggestion which came to h im, they t:8Jlted 
this information so it could be broadcast over 
t he Bnglish Government broad casting station. 
r:e here feel whatever should be done , y:e would 
like to do i t through you and you handle it with 
yo11r government. tlow, i f your government wants 
to broadcast it, that i s their business , but we 
think i t 'IIOuld be a mistake from the reaction 
at home here to have it so to speak, be~ 
broadcast by the English Government to the world 
to go out and destroy American securities. That 
is juat the way we look at it. Not beinG a dip­
lomatic officer, I can say that . 

A diplomatic officer could say that. 

It came through t he State Department and through 
t he Allied Purchasing Commission. 

'Ibe problem is, llr. Secretary, that we should 
like to destroy the Dutch bearer certificates , 
because the Dutch bearer certificates mi ght 
turn up once. rs that your menning? 

For us , we have no problem at all. The suggestion 
has been made , however , that because of the 
exigencies of the situation, a great many Dutch 
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men and 1110:re parti cul arly some 40 or 50 Dutch 
adl:l1nie trll.tion trusts , not being abl e to do 
anything el se, will wish to destroy their 
securities rather than let them !'all into 
enei!IY hands and then will wish to apply for 
reissuance of those securi t i es later on. That , 
of course, is t Cie ir o•m problem and the i r 
d1f!'ionlty. 'lbe y he. ve asked wha t can be done 
to assist them i n ob ta1n1n6' a roissuance of 
those securiti es shoul d t hey do that. 

The pro cedure is strictly, therefore , at their 
suggest i on and my on l y word sa t o the destruction 
of the bearer certif icates would be that anv 
bearer certi f i cate l'lh i ch was not des troyed wi ll 
eventuall y , of course , find i t s way into the 
Ttorld marke t s by other soorces and if i t does , 
t here is no me tho d yet worked out by ~hich you 
can pre vent t he ho l der of that security froM 
e ventually real i t.1ng on i t . 

/u'\l\ the Secretary 's i mpow1dlng vtould be 

You realize that hlr . Frank is Chairman of our 
Securi t i es and exchange . 

I was just saying it was pointed out by the 
Treasury that the Secretary's impounding would 
be inefficacious as to the bearer certif i ca tes 
i!' they got into some other hands . 

I.e can ' t control 1 t . 

But we would not mind very I'IUCh abou t these 
bearer certifi cates , beco.une the bearer certi ­
ficates - -

I am not t alking about the trus t certifi cates , 
I am t alking a bout bearer bonds or e share of 
stock endorsed in blank . Those must be 
destroyed, because t..lle Secretary of the Treasury ' a 
impounding order will not be effected. 

~be bearer certi f i cates o f the Du t ch trus t s we don ' t 
consider arc any concern o f ours at all. That 
i s pr obably a matter that will be enti rely a 
Dutch probl em. 
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I wonder if they have another word for be11rer 
certi f i clltes . 

No , we have the sa!ll& name but I :nixed up those 
things. I see that . llell, the moat important 
part of the thi.ng 19 the American stock ce rti­
ficates. They are i .n large quantiti es . They 
have always been there . There is no grea t r1ak 
with theso certi f i cates , because they are known 
here in the States as being in the hands of 
that special country, so there 1a no d if f iculty 
with that nor - there are very f ew and unimportant 
quantities of American stock cert i f i cates which 
are endorsed 1n blank. With t h e se things , I 
would not even do anything a t all because i f -
that may acount to half a million dollars , which 
would be very high. The most i mportant items 
are t he shares held directly 1n Holland. 1'/e 
have no time and I would not suggest to lose 11ny -
to make a ny d i scussion concerning these stock 
certi f i cates endorsed in blank , because t here 
i s not - there may not e ven be a million of' 
guilders . I t is no t important . 

'!hat s1mplir1e s it very much. 

The remaini ng question 1s the ques tion of' bonds. 

U. s. Government bonds . 

Do yQu have any of our Tr easury obligations? 

Not much. 

Any quantity of Amer i can bonds of American cor­
porations? 

Not 1n great quantities. 

Many of them are rec istered. 

I don ' t think so. 

How much would be ours and how much w01 l d be 
private, the direct obli~tions? 

., 
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How many are --

I waa 1nfon~~ed that there aro 1n Netherlands , 
I think, 610 millions. 

Are those all 1n Amsterdamt 

There are some 1n Rotterdam, too. 

All under ono contr ol? 

No , I guess that it mi ght be under 40 or 50 dif­
ferent controls . 

Now, may I ask, does Mr. Tri pp ' s bank have any 
of those 1n h is vaultat ~bose vaul t s are those 
in, IIW)atlyt 

Very often there is a brokerage which baa i ta 
own safe installed and they are in t ho sate of 
tba t firm. They may be 1n aome case a 1n the 
safes of larger banks and then we have what 
we call clearing banks , who don ' t do any normal 
business except act aa clearing insti tuti ons. 

Are t hose rog1aterodt 

Oh, yes, in tho name of the trust. 

So there ia no bearer problem bore. 

We fool here - we, 1n f a ct, are quite sure that 
the Denederlanacbe Bank, Which Mr. Tripp - the 
signatures of h1a oft1o1ala are all on tile 
with the Federal Reserve 1n Now York, ao if they 
could be uaed, those gentlemen ' s aignaturoa could 
be used, it would be very helpful. 

Oh, ourely, that is possi ble. 

And you could aak - it 110Uld be very eaay to find 
out - Which or their signatures are on file bore 
with the Federal Reserve 1n New York. 

That 1s easy, very easy. 

.. 

I 
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And I should think that they have the machinery 
an:rway. That building haan' t been attacked, 
has itT 

Tbat would be very eaey. 

Where ia the Denederlansche Bankf 

In Amaterdam, 

It hasn't been attacked, baa itf 

Oh, no. 

You know the top officials are on tile here . 

Oh, :yes. 

Those are all ott1c1als ot Ams t erdam, those are 
not officials of Rotterdam, of the agency of the 
national baric tn Rotterdam •. 

Our Federal Resel."Ve Bank would only have the 
a1gnaturee of the main bank in Amsterdam. 

It is a comparatively simple problem, then . 

It 1a a simple problem &.nd I would not lose 
time 'tll.th the other probl- because it 1a ot 
no i.lllportance it you consider t h is probl ... 

I would like to make clear, we were asked to 
obtain tram you it you could advise your 
concerns that it they are advised by the Dutch 
Government to do something ot this sort, this 
1a all right tl'an your viewpoint. 

Mr. Serle, you are going to the State Department, 
aren't you, to get out such a message at once, 
ian' t that right! 

That is right. 

It it wae tound neceaaary to adopt this ayatea 
ot destruction, we wanted to be INJ'e that your 
Conaula would know what to do • 

• 
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Saber: 
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Plevens 
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H.M. Jr: 

Loudon: 

Sabers 

Advice will be sent t'rcm hero that this 1a 
contemplated. 

In other words , a Conau.l would aa;r, "'Well , 
what have I to do? I can't aeaUIIle that 
responaibilit7 . 8 

I wmder it the discuesion haan' t gone a 
little bit farther than that, Mr. Plevon. 
The Llinieter of Economic Warfare r .equested 
us to authorize a broadcast by the British 
Broadcasting Coopany commoncin.g tomorrow, 
that is to say, sometime at 2100 or 3:00 
o'clock this morning , eo that either they 
have alread:r discussed it at the Hague or 
they wore soing to go ahead an,.-way. Now, do 
you happen to know how that stands? 

You see, rrry telephone call ca.me through about 
ls30 this afternoon. 

It is poseible that they did not realize 1n 
London a t their meeting that the moat important 
problem concerning the destruction, the situation 
is very easy from many pointe of view. The Ameri­
can corporations know in general where these 
atodl: certificates are. 'lhey are there already 
tor many years. There is no groat danger or 
falsification of presentations ot documents . Tbat 
i!l all ex cluded. They might have thought in 
London that there are a great many other stocks 
that aron • t , but that would make the thing very 
complicated. 

That ia obviously what they were talking about , 
because they were thinki ng of a broadcast for a 
great number of little people. 

Aren't we all right now! 

I don't know whether this 

This is an i.llportant problem. It is understood 
that what we are willing to do 1e one hundred 
percent in conformity with American law. It you 
would need that , you would need your transfer 
agent and a representative in Holland and tor 

.. 
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ua the important problem is to replace the 
normal proof with the Ameri can law as you 
are handling these things here b)' eCDe other 
k 1nd of <1o cumen t • · 

That I dan' t th1Dk we can poe e1 bly <1o . We 
can't change over night the American law. All 
we can do is to create the best poasi9le proof. 

And the only thing we might even suggest is 
that you wouldn ' t advise the American corpora­
tions not tc be too difficult with us . 

Well , I th1nk you realize that everybody here 
is very sympathetic an<1 the best illustration 
is, we get a telephone call and we drop every­
thing to give you gentlemen our attention. I 
think you will find the greatest e~athy here 
an<1 it hae even been suggested that if neceeeary, 
if this takes place, we go to Congress and try 
tc get them to sanehow or o tber validate this 1 

if possible, our Congress , you see. I think 
you will find that everybody ie very s ympathetic. 

Oh, yea, we have that f eeling and we are very 
happy about it. 

Vie can ' t g1 ve you anything in writing. We can' t 
guarantee if you burn these things and every­
thing elae - but you will f ind that there ia 
sympathy here . 

Is there anything I can do - 1a there anything 
you want me t o dot I am absolutely willing to 
put any wi re on any line in any code anywhere 
you want i t as long as I know exactly what you 
want me to do. 

No, your Excellency, I wou l d suggest what there 
1a to be done . I think , your Excellency --

It 1s not - -

At once wire to Holland and explain that it 1s 
necessary to do what givea the greatest possi­
bility of gettin.g new etock certifi cates 1eeued 
over here. It ie unders tood that i t will be 
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of some influence men officials of the }!ether­
lands Bank sign the document. and if possible 
one official of t he lletherlands Government and 
then t h e American Conaul or Conaul Genera.l , Ir 
we get these three signatures, then we gat a 
document which. ie not 1n the real sense of the 
word a legal docwnent which we need, but it ia 
a docwnent which we might consider as givina ua 
a fair chance to obtain the reault we wish. 

I should therefore auggeat that you (Pleven) u 
well as ou r !olinister give t his word to The Hague 
and tell them you can ' t get a guarantee that a 
new atock certifi cate 1n America will be iaaued 
bu~ you have a nice fair chance to get it. 

If you get a piece of evidence that will be 
accepted. 

That 1a right. 

I think you would be doing me a kindness and the 
Balgio.n Ambassador 1f you told him what happened 
here lo.ter toni ght . He might like to know. 

I will ring him up and I will aak him to come and 
see you, becauae I would like to -

.I think you might tell him what happened here eo 
"he will know. I think you dll be doin& him a 
k1ndnasa, 

I will do that . 

Are you (Pleven) going to answer Monet tonight? 

Yea , and I will tall him what happened and that 
you are k ind enough to give your consideration 
to thb p roblem and I will make it -

With them, I mean you will work with them. 

Yes. 

I V~ould like to add in the telegram I would also 
suggest 1f t h ey deem it necessary 1n The Hague 
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to use that , to call in t hese other bearer 
certificatea , 

That is up to t h em. That 1a up to your e;overn­
ment . 

Again , !Jr. Derle - when I get through saying 
that he can cho.nge it - but I wouldn't say that 
you are doing t h is at t he s uggestion o r by 
authority o f the United State s Government. 

No , but I am suggestinG i t , I can a l ways say 
it has been suggested to me, without saying 
it is the United States Government . 

In that case , l~. Ballantyne, since the sugges­
tion ha s cane to us t ha t the Briti sh Broadcasting 
Gompany would like to broadcast s anethi l'l(; tomot-row 
and requesting 1mmediate repl y , I intend r.iring 
our Embas~ in London that as we see i t there ia 
no point in such a broadcast . At all events, if 
any such broadcast should take place , it should 
bo nt the inStigation of the Dutch authorities 
and ind icating mat li e ho.ve done. I don ' t know 
that we need to go so rar as that . The immediate 
question was •:he t hor the OX'itish Broadcasting 
Go~pany shotud broad cast somethi ng. There appears 
to be n o need of that on your statement. 

Yes , but the !linis ter just told me that ne verthe­
less thure a re , as he has been informed, about 
50 mill i ons in the other amount and as v:e are 
now in tho situation, we might consider 50 
million. In a country wh i ch i s in the horrible 
situation o f our country, you know, every penny 
counts. 

I agree entirely about that . If there 1s to be 
any broo.dcas t , i t wruld preaumebly be a broad­
cast by o r on behalf of the Dutch Govemment . 

I qui te a gree , I understo.nd full y your stand­
point, In a b i t fri endlier way, if you say 
there i s no need for a broadcast , th at 1a not 
up to t he point , as I might think, but the 
good thi ng Ytould be to so.y, well, it i s better 

. J 
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to do it 1n the Netherlands than 1n England. 
and the lletherlands Mini ster will take care 
of that . 

I have but one d i fficulty. I had understood 
frcm the cable we got t'r<lm our Embassy 1n 
London that th1a had already been ar~ed, 
but Monsieur Pleven telle me it is etill a 
matte r to be dia~eed with the Dutch Govern­
ment . Plainly, therefore, it would be a l i ttle 
unusual if we cleared a British broadcasti ng 
release in advance of an arrangement between 
the Bri t ieb and the Dutch Government. 

Ian 1 t your foreign minister 1n Londont 

In Lcndon or 1n Paris. He may be on hie way 
to Parle , 

Mr. Berle, you said i t 1a not necessary to make 
a broa dcast . '!bat 1e the only thing I wwldn't 
like to be said. 

I can eay that , but I think perhaps a better way 
of putting i t would be that it doesn ' t concern 
ue but primarily it b a matter for the Dutch 
Govern~~~ent. 

All right , Kr. Minister? 

All right. Shall I go home and drop the cablet 

If you want anything more tomorrow, we are 
available. 

No, I think we know enough to drop the cable 
toni ght. 
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APP!!OPRIATIOHS lOR S'I'RADOIO AND ORITICAL IIM'I!:RlAlS 

ApproTod llD4 
Subllli t hd bJ ApproTod bJ Appropri ated 
De!larlment e Pree14ent !!l Oonar••• 

1une 24, 1939 $25, 000, 000 $25 ,000,000 t 10,000,000 

I o,..llbor 'rl, 1939 90,000,000 15,000,000 12, 500,000 

lla7 8, 1940 l2 1 ~oo ,ooo l21 ~oo .ooo -0-

Total• t l'rl. 500.000 t 52. 500.000 t22 . 500.000 

~ •r.J 

Regraded Uclassified



I.!El!O!WIDUll FOR Tl!!'! SECRETARY: 

Tne following a ppropriations have been made by the Congreaa 
for strateg>.c and critical materials: 

ar letter of JUne 24, 1939, the Budget 
Officer, War Department , tranemitted 
to the Bureau of the Budget an esti­
mate of &251 000,000. The Presi dent 
approYed the estimate and tranemitted 
it to Congress on July 10, 1939, in 
the same emount (House Doc\llllent No. 396, 
76th CongNes) . Congress approved 
$10,ooo,ooo which •ount •s carried 
1n the Third Deficiency Appropriation 
Act of 1939, approYed .Lugust 9, 1939 •••• ••• $10,0001 000 

Under date of Nov•ber 271 19391 the 
Assistant Secnttary of War and the 
Assistant Secretary of the Navy re­
quested t.hat the Treasury Dep&rtlnent 
submit an estimate for the fiscal year 
1941 in the amount or $90,ooo, ooo. 
The TreaS\Il"'J tranemitted this esti­
mate to t he Bureau of the Budget on 
Dece:ober 1, 1939, for inclueion in 
its annual. eetiaates for 1941. The 
President approved $1510001 000 for in­
c1ueion in the annual axlget for 1941. 
Congress appropriated 1n the Trea1111ry 
Department Appropriation Act for 1941 12, 500, 000 

Total Appropriations • ••• •• $22, 5001 000 

In additi on 1 a suppltl!lantal est~te of 
appropriation was sulxd.tted t o the 
Bureau ot the Bu~et on Jlay B, 1940, 
approYed by the Preeident and Tr&n ... 
llitted to <:oncreaa 1n the • ount ot ... .... .. 12,500,000 

Grand Total •••• •••• • $35,000,000 

• ·, "t 
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!!otea on Ar1111f ProsrM Conference 
at the Ybito Ilouae, JUly 13, 1940 , 5:15 P,l! , 

Thoro """ aome prell.cilllll'y d1acuooion bot>teon Nr. Uorgont bau 
rnd 1~. Johnson with respect to incronsina airplnne engine pro­
duction. l·fr. Johnaon 1 a oeoorendwo oncocpnoaed the possibility of 
buildinc two or three Poder&lly owned e~ine pl ADta or d'IJ!>licating 
exiotin,; f8Cilit1es or the throe eotabl1ahod engine Cl&llufacturera. 

Kr. l!orgonthau t~k iuue vith oucl: a prou= stating thAt 
he thousnt it vao ~h more to the point to eotabliah nev privately 
owned cocpanies in the airplone oftGiC.O field. l!r. Johnson oen­
tioned the posoibility of Continental &a it hnd developed an air­
pl nne eotor which &bowed aoce prooi ao. 

l!r. Uorgenthau went on to oay thAt poooibly a large private 
intoreat might be persuaded to ~ out Continental, •~d that he 
would l i ke to see at leaat tvo moro private manufacturers in the 
encino field, lofr. Johnson countered vi th 1\ atateoent that be 
110uld liko to see at least three more private manufl\Cturers celci"4 
p lano en~:ino a. 

l!r. Johnson added that he thoUGht probably Chrysler would be 
the boot one to do auch e job. Whereupon, llr. Woodring recalled 
tho experience that Packard had had in that field. Colonel Burna 
interjected "1th e r eDI!l'k that n!ter all it waa the u.,. ele~~~ent 
that ~ttered, and thAt it , .. , impooaible t o build a plant and 
t rain tha oersonnel in a abort time '" nidenced by the experience 
o~ Allison' Olhich had been vorlciiiG on the vhole project f ar four 
yearo .Md on ita plant for the l&at el&bteen DOntha. 

!Jy t.Mt tl.ce General Mar &hAll vu re&d,:r to proceed vi th tho 
aeeting, otat1Jl6 that the !igure or $112, 736,000 Olhich represented 
the ~Y. rntiona, clot hing, tranoportation, etc, , !or 38,000 men 
for t\felu aontho had been reduced to $15,229,000. The reoulti"4 
d1fforonco vaa to be handled ae a deficiency approprietion. 

General ~tar shall a aid thet three other genoral i t ema had been 
ChAQ6ed , necely, all aoounta tor anti- nirereft had been collected 
into a oinglo ite~ vheroaa it had been distributed through aeTeral 
itemo heretofore; the aoount for the modernization Of planes and 
veapona for planea had been diYided into tvo categories rather th.M 
l~ed to«ether; twenty heayy bombers had been entirely omitted frmo 
the liot. 
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Kr . Woodri~~C 118de the ato.teMnt tho.t the Prealdmt aa14 
no 1 taaa ahould be included on .e.lch production could not be 
otllJ'ted rlf:j>t &VI:f, and Mr. Johnaon a&ld there vere 1>0 111ch lt .. a 
included, Mr. Joluleon inquired ot Oe,.r&l llarob&ll about the 
$98 ,000,000 tor food and r&tlono vhlch ho.d been cut troa thla 
liat. Gener&l llaroh&ll replied that he UD4eratood that it would 
be ti~ed b7 & deficit approprio.tlon. 

Beea\l.le ot the ecnt\1.11J~C ,.ture ot the 1te11a, Mr. Mor~:enthau 
inquired aa to juat vbat the dittereneea vere betveen the liat 
under diacuaalon and vbat it had been at the aorllillt; ecnterenee 
vlth the Prealdent. Mr. J ohnaon replied that t hla $98,000,000 
ltea tor food and ratione, etc., tor 38,000 Mil had been elW­
,.ted, &114 Mr. Voodri.Dg added thnt about a tot&l ot $111,000, 000 
had been cut out. 

Kr. Morpnthau inquired a1 t o vbat del&T there vould be 
ln settl~>~: production ot eo...arcl&l (ellentlal) lteal, and 
Mr. John1on replied that the de}&T could not be 110re than t va lYe 
1110nth1 or thoae lta111 would becoae non-co-rcl&l (crltical) 
1tea1. 

l!r , Morpnthau euggeoted that the group meet o.t 10:30 to­
llOrrov 1110rnlJlC to talk on the al.rcr&tt tactor7 11 tuatlon. Thlo 
Vl\1 ~~greed to by Meaora, WoodriJ~C and Johneon. 

Kr. l!orgenth1111 relter&ted hlo poal Uon that nev eoapaal.e1 
ln tho •"&ina field vere aore preferable than expan1lon ot exilt-
1111: planto. ICr, John1on aald that ouch a prouaa would be to.t&l , 
but Mr. Voodrint; replied that he va1 &11 tor lt. Mr. Johnoon•a 
po1ltlon vao taken pr1.aar1ly on the baal1 ot the tiM elaaent 
111Tolnd and he pol.nted out the fact that the .Ulleon plant h&d 
depended on the Cadillac vori<Mn of Gener&l Moton ...., ho.d been 
epocl&ll.y trained. 

llr. Johnaon aaid that lo'c<>•lnt; and Continent&! vere tvo 
small coapanloo , but perhapa thq could be vorked 111 on 111ch a 
pro!P'am. It vaa Mr. Morpnthau '1 .uu;oot1on that they be bo~~~:ht 
out ina1mu.ch aa 1nereaaed pre1oura thro\ll:h l&rl:l b>l71~>~: orderl 
on tha three ....ut&eturoro DOV ln tha tleld vould f:lTe th .. lndi­
cel tlon. Mr. Johnoon o&ld that he did not think 10 and that &117 
nev eoapaal.ea in the field vould haTe drop17, put, and COUIIIIIJ>tlOn, 
'ro vhloh Mr. Mor~:~nthau replied that crovdia.t: would be jv.at a 1 bad. 

4G 

( 
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Hr. Woodring pointed out the pouibil1ty that the producti on 
l oad, even though i t were doubled a t tho present tice, might double 
nsain ln olx contha: a ait uation whleh tho throe eatnbliahed coc­
p~lc a wo uld find it i mpoesible to ceet. In aupport of thia , 
ltr. llor ;;enthau stnt cd that t he Anelo-:!'reneh Purchl\alng Board hnd 
nlrondy inYested $60, 000,000 in the t hroe eotnbliohed compnnieo: 
thnt core busines s would ew~ thooo compnnieo, and that the loca­
t ion or t~~ plnnta were in the wrong placeo. 

Ho tlddod , howenr, that he would bo ~eoable, arA 14%-. J ohnoon 
concurred, to a plan whereby 10 t o 25 glllion dollaro would go into 
nev co mpanl oe to get thee at3rt ed and the balance poaoibl:y into a 
dUDlic~t ion ot existing fnciliti eo. 

~. VAr ;;entbau closed the ooooion by r eiterat ing his posi tion 
~~~t ever yone should seriousl7 conoidor tho ootabl iahcent of tvo or 
three new compa.~iea in the f i eld before any other plan vas acopted. 

PY:bJ 
5/15/40 

~· 
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OOUIDIII!UL 

Mq 13, 1940 

To 1 'rite Secretary 

?roll: llr. To~~~~& 

O.Dera.l Brett intoraa ae thl<t the 

airplNII ln&1ne Ceq>IIC1 t7 &a Of Januar;y, 

1941, v1ll MOWit to 3', 000 ellg1nea ot 

the 1000 horaapover elaae p er ;year. 

~-

• • 
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COUIDD'ri.U. 

ICa.T 13, 1940 

To: 'l'he Secretary 

!11-om: Mr. TOW!g 

I n ucorde.nce with )"OUT i notrucUono, I c e.lled 
Oenere.l Brett to f i nd out hov - e~ineo of 1000 horu­
pover and oTer the three a.irplMe ell,f1Ae co11panieo e4,}d 
pr oduce ao or Jenuar7, 19•1. 

General Brett ce.lled De back at 12:45 lllld o:mlained 
tlu\t the 0nl7 1\Ccurate llei\Oure or prodUCtiTO cap..;,it7 
vao i n tor.ao of hor oepovor rather than of eQginoo. The 
l ateot eot imnte io thl\t pr oductiTe cspac1t7 of 2 million 
horoepower per cont h would be &Ta1lab1e b7 Deco•ber , 1940, 
allocated ao tollovo: 

.Ulloon 
llr1.sht 
Pra tt and Wh1tne7 

400,000 boroepover 
800,000 • 
800,000 • 

Thh 2 million horoepover would be equ1Talent to 2000 
.otoro or 1000 horoepover each po r oonth. fhio e otlaato 
1nc1u4eo allied o!"dero but doeo not 1Ac1ude eoti•tod cspa­
c lt7 on probable ordero . 

General Brett va.o TV7 uxiou.o that 7011 Ulldo!"otand 
how nebulou.o ouch an eeu-te h boc1111oe the aN!Uf..cture or 
•a&llloo or ....... the 1000 hO!"oepover each would redi1Ce tbe 
t ot al m~~~be>" or odu.ced. The General vao Te>"7 coopera tln 
and oaid t hat. he had ple nt7 of other !Lgureo it 7011 did not 
like theoe. 

~-

-~9 
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~ TMC OIMC:'TO" 

TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

May 13, 19#) 

'lllere is attached hereto as a matter ot information copy ot a priorit;y 

meesa3e which I received this morning, addressed tc General. Brett by 

Colonel Echols ot liright Field, 

att. 
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ll!.lQIU!I 

IF.Q-T-627 5-8-IJJ 

GDiERAL BRETT 

10'11! REFER8NCE TO COIIVERSA TIONS 'IH.t.T YOU .fJID J.!R. loiOROB:h'TIWJ HAD AT 'IBB ALL ISO II 

PLAIIT 1!1 RmARD TO 'IBB QIARO lNO OP IB'IEi.(lfiiEii YiORX WHIC! liE 1IOULD liB GIVEN Br 

V/JUOUS IIAIIUFACTUII!RS Ill RETURN FOR AUT!iORITf FOR RBLEASE FOR FOREIGN SALE, I 

A::. SE!a>l}(G IOU THE FOLUWINO SUI!!W!I TO Do\ 'lE r 

Dl REGARD TO JUST EXACTLY WI!AT FUNt6 TilE VARIOUS IIANUPACTURBRS TiE!!B TO CllAROE TO 

'llfo. ALLIES AND HOW n!ESB CHARGES WERE TO BX IWlB WERE NEVER IWlB Ill 'I1!E FOFW rF 

Al:Y FORI.!AL AGREDIENT. Wl'IH EACH ONE DURING PROCESS OF NIDOTIA TION, AFTER liE HAD 

DECmED 011 TilE AloiOU!IT OF llEVELOPIJENT FUNlJS 'lHA T THE AIR CORPS WAS EIITITLED TO 

RECEIVE REDJBURSI!l.IENT ON, I THEN ASKED Tim! 'l1IE QUBSTION r "AS TO HOW I.!UCH OF 

T!IIS Al!OUNT THBI IN'l'ENDED TO CHAROE DIRECTLY TO THE FOREIGN SALES. • nlE FOUOim/O 

IS A SUI.O.!ARY OF THE AI..'OUNT OF REDIBURSEIIEN'I' Ill THE F'OIW OF IIEVEIDP!AENT WORK 'lHA T 

\'IE ARE SIIPPOSED TO RECEIVE AND BASED ON THE INFORW.TION TI!EI <aVE liE, nlE AI.DUNT 

THAT THEY Ili'IENilED TO CIIAROE TO TliE FOREIGN SALES a 

~ BASIS OF NIDOTIATION C!IARGED TO UI lES 

CURTISS A IRPLANB $745,000.00 ALL 

BELL SlO,ooo.oo ALL 

LOCkllml 1,1.00,000.00 ALL 

!1.\RTDI sso,ooo.oo ALL 

COij$QL Illo\ 'lED 600,ooo.oo ALL 

ALLISOII 1,ooo,ooo.oo ALL 

CURTISS PROPBLLI!II IJJO,ooo.oo $3)0,000.00 

HA!l!L'I'ON STANIIo\RD 1.50,000.00 ALL 

·- 1 -

( 
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IF.C)-1'-627 (COII'I'10) - 5-8-IIJ 

~ 

PRATT & WHI'Im:I 

tffiiGHT AERONAUTICAL 

TOTAL -

BASIS OF NEXIOTIATION 

• 750,000,00 

750,000.00 

NON! 

52 

C!WlGEO TO ALLIES 

ALL 

NORB EXCEP'l' Ill CASE 01 
CANCE:LLATION OF CON'mACT, 
Ill WHia! CAlla ALL 

'1'10 PROOOCTION .t.IRPI.\NES PRICE !lOT STATED 

t6,ass ,ooo.oo t a:x>,ooo.oo 

IIWOTIATIOIIS WI'll! BOEOO AND GEIIERAL SLECTRIC ON TURBO STILL PENOIJ«l 

ECHOLS 

~ 

. . 

( 
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tll21111 

WI1II RUJIIIDCi 1'0 wav '!lDE mu 100 AID •· ... DWJ ILlD AT 1111 un""' 

V.UllDOS 1WIUPACiOJIIR8 D iiBiUD POll AU!BlRITf FOR ms•• JOI KUIUI SAL1, I 

All SIIIDm:l IOO tBI ~'lift'!!!' TO DlBt 

Ill~ .nJST BUC!LY IIIA'f P'llll8 1111 VARIOUS lldlPAC'IUIIIII Dill TO ~ 1'0 

'1'1!1 ALLDS 1o11D 11011' ill!SI C!!tums 1ll'JIE TO Ill 1W11 '1BRZ 111m11 1W11 D1 mB P'OIII ~ 

Ali JOJIIAL .t.aJI1mi!!!T. IT!H U.Q! ONE OORDIO PBOCSSS OJ' IIIIOO'fiA flO.. .11"11111 U IWI 

IZCIIliD 011 mE .tJI)WJ.' Of llEVELOPV!NT FUilm i ll.l.f il.!ll ADl OOIIPS tiS II!ITUIIl 1'0 

1!12IVE lll'niiiiJiiSEki 0110 I 'JilEll' .t.SED TP.I:l! mE ~T1DJ11 •AS TO IDJ XliCII ~ 

!HIS AIDl1IT iiiBJ' DIBRI&D TO CIWrJI lllJ!I!C'rLI TO iBE POBIDII SAliS. • 1111 JOWJrD:I 

Ill A 8II&UI:t OF illl ADIII'f Of R!IIOOllSDIEIIl D '1'BE IUIII f:l IE'IGOJ'IIIft 111m: 111A! 

WI Alii SIJPI'OSIII) 1'0 aa:IB AID lWI&D 011 i111 IIPOIIIAi'lDI iiiBJ' M11 ·• R .I.M)Uft 

.. Pf'IS or wmiWim ~'~'IF m ''liP 

CUifDB~ ru.s;mriJIJ .w. 
.u. 5»/XIO.J» .w. 
! ( .- 1,l00p10.J10 .w. 
aJft'D a,Dp».t'' .w. 
COBI.IDl!lll fi/Op1000 .w. 

•u-. l.p~Jp10.J10 .w. 

Clll:'lW PlllPIIIA IIIO,ot»M 1310/XIO.JJO 

UO,tll»aOO .w. 
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AU. 
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Ma:r 13, l94o 
8:55 a . m. 

H.Y..Jr: Hello . 

General 
Harshall : Good morning, Mr. Secretary. 

H. '·! .Jr: Good mornlng, General. I under stand you telephoned 
me after I left you -- a meeeage that you had from 
General Watson. 

M: Yes, e1r. 

H. V.Jr: Well , would you want ~re ti~e possibly t his morn­
ing to review the thin~ and ••.••• 

~! : 11ell , I t hink-- I oan --as lt stands nov I ' ve go t 
a full halt hour , haven ' t I? 

H.v.Jr: Yes. 

M: Hell , sup:oose - - oan you add ten minut es t o t hat? 

H.!f. .Jr: 

}{: 

H .. ,.Jr: 

M: 

H.!' .Jr: ... . . . 
H. '!.Jr: 

Surely. I have nothing whloh ls as i mportant as 
that . 

Wel l t hen suppose we make lt a tull tortr- tive 
mi nutes tor me t o talk to you before we go over 
there. 

All right. Ten-f ifteen? 

'!'en-fifteen. 

Now, vbat . • .. .. 

'!'he sense of What he said was he was going -- you 
remember when I fir s t made t he presentation - ­
started t o make the presentat ion to you Saturday, 
it was - - began on the bast e of what t he Pr esi dent 
had oall ed on me f or . 

lllght . 

And wha t ! had added to that li t tle thing that 
hae oome over about anti-alroraf t. 

Right . 

SG 
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M: 

H .l~ . Jr: 

H: 

' 

- 2 -

And then you put that aside to take in t he broader 
program eo i t ~uldn't be piecemeal. 

That 's right. 

Well now , I gat her from What General Watson said, 
two things . In the first place , that - - that the 
night bef ore the Navy had a direct conversation 
with t he President. 

Yes. 

And he had t hrown them out on - - or at least seem­
ingly thrown them out, on the basis ot getting 20 
thousand ad<il tional men. 

57 

~ - ~~.Jr: Yes . 

!! : 

H . l~.Jr: 

... 
H.X.Jr: 

H. !: .Jr: 

H: 

H. " .Jr: 

H: 

!I.Y. .Jr: 

General \fat son was adhering to th1B 11 ttle t hing, 
Which he seems to have been somewhat resDOnsible 
tor, that anti-aircraft request.... . • · 

Oh • 

•••... tor which I tacked on additional items tor 
certain guns and ammunition. 

Right . 

And he stressed very much that we mustn ' t bring up 
the question ot men. Well, I mean -- I just wanted 
to tell you that •••.• 

~fell , I •. . . .. 

•••... --that is hia view • 

• • • • . - - I • ve differed be tore with the President and 
I suppose that • s Why be has me around, and I 1 ve 
bad plenty ot time to think the thing over, and 
I ' m convinoed what we want ie an all- around program. 

Well that's -- there 's no question in the world 
about that . 

And I'm going to tight t or that. 

' 
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M: 

M: 

H. !!. Jr: 

,, : 

H.!' . Jr: 

~~ : 

H . l~ . Jr : 

M: 

H . '~ .Jr: 

... 

M: 

l' . l! .Jr: 

11. : 

H .l~ .Jr: 

"• ... 
H. l' .Jr: 

": 

P. . I' .Jr: 

- 3 -

Well, that ' s what I've got to do. 

And I also teel that the time has arrived where 
you ' ve got to have the toole to work with and then 
you ' ve got to be personally held responsible. 

Yea, air. 

And you can ' t be held res~ona1ble unless you ' ve go t 
what you need. 

Well , I ' ve -- I just wanted you t o know tha t slant 
on it because I suppose there's •.•..• 

Wel l, ve• n .. ... . 
And I ' l l be over ther e -- I 1 11 be over t here at a 
quarter past ten. 

I-- I t hink it ' S agreeable t o you i t I have t hose 
two budget men here. 

Yes , eir. 

We won't take them to t he Whi t e House . .•... 

Yes, air • 

• ••• • • but I t hink it ' s better to carry t hee with us. 
Don' t you think so' 

Sup~se ~ou do this , Mr. Secretary, get theo over 
there about a quar ter ot an hour att er I get t here. 

A quarter ot an hour attar. 

Give me about tit teen minutes ot your t ime. 

You want -- you want 1t alone, I take it.· 

Yea , air. 

That's all right . 

All right. 

'!'hank ~ou. 
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Harry 
Woodring: 

H.V.Jr: 

W: 

lt . 'f . Jr: 

11: !-! , J r: 

W: 

H. !-!.Jr : 

If: 

~ . :-!. J r: 

II: 

U,V,Jr: 

~I: 

tl : 

l~r. Secretar y. 

I ' ve j us t come baok. 

Yeah . 

May 13, 194o 
2:15 p . l!l , 

\·lben do you !rent le11en th1nk you 1 11 be ready? 

1/ell, I just went 1n to talk t o !~arshall and then - ­
probably be four or f1ve o'olook before we have our 
~hase of ! t . Now, Johnson or OOUI'8e W111 have t o 
pre~are, fro~ h1s an~le , the question o f plant 
oa~o1ty and bu1ld1ng of plants. That Will have to 
oo"le from down ther e and I don 1 t know >.'hen tha t 
w111 be ready, But General l'arshsll said he would 
have hi s info!'11a t i on eomPt1me before five o ' c l ock. 

\'I ell , why don ' t I do th18 . 

All r 1gb t , l tha t? 

llby don 1 t I call up Harold Smi th and sugges t every­
body -- >re meet i n t he CabinAt room at five o ' clock. 

That 's all right. 

How's t hat? 

That' s all right. 

Beo9use ! - - I don ' t want it over at the Treasury. 
I mean , I ' m embarrassed enough . So • ••••• 

Well , t hat ' s all right. If t hat' s all r 1ght w1t h 
you you 're welcome t o com• he r e , but I r eally t hink 
maybe t he ot her 1s a l ittle better . 

\fell, the reason I sa1d t he Cabine t r oom 1s because 
I understood you wanted 1t a t my of fi ce . 

tlell , I think t hat - - I t hought 1 t would be a 11 t t le 
better away froo t he ~lar Depart:nent. 

Well, l et ' s have 1t at t he Cabinet room. 
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W: 

~I: 

H . !~ . Jr: 

W: 

u . li" . Jr: 

W: 

H. H.Jr: 

W: 

H. M.Jr: 

W: 

H. V. . Jr: 

\f: 

H:·~ .Jr: 

W: 

H.H.Jr: 

W: 

H.!o! .Jr: 

All right . 

How' s that? 

That ' s all right. 

- 2 -

I 'd like t o do it the way you want ; I don ' t car e , 
because per sonally I ' d much r~ther not come. 

Um- hc. 

But ae long as 1t 1 e set this way, i f you want it 
in the Cabinet room we ' ll have it in the Cabinet 
roo~. 

Um- hrn . YOu don't t hink there ' ll be any undue 
alarm if we were - - meet i ng in the Cabinet room. 

I don't want to •••..• 

Oh. Well, I mean you - - they don ' t know you're 
going t o the Cabinet r oom . 

No. 

Could you • •. •• . 

What do you t hink of meeting in General Mar shall' s 
of f i oe' Would you oome here' 

Well, I ' ll be eeen going over there and t hat ' ll 
create more exoiteaent. 

Yeab, I guess eo. Well , all right • • 

I mean , Edison is over t her e at t he White House and 
- -I mean, suopesing t hey don' t know whet her yodre 
going to see the President or not. 

Tba t• e right. 

Huh' 

All right, five o ' clock at t he Oebi ne t room. 

And shall I let - - wi ll you l et the~ know or shall 
I l et the others kno¥1 

GO 

( 
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W: 

H .~.Jr: 

tl: 

H .~.Jr: 

W: 

!!. ~.Jr: 

W: 

H.!-!.Jr: 

W: 

- 3 -

1'/ell, I'll tell General Marshall and I'll tell .. .. . 

Johnson •••.• 

•..... Johnson. 

I ' ll get word to Harold Bm1th . 

Now look, 1r we can ge t our 
v1th General Marshall, I 1 11 
or that as early ae I c an. 

Thank you so much. 

All right. 

Thank you. 

o. lt. 

end or 1t ready 
get you over a copy 

61 
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Present: 

Mr. Pleven 
l!r. Young 
l!:r s. ll:lotz 

!lay 13, 1940 

3140 p . m. 

~ Jr: wtdle I have it in mind -- oh, I will 
r et Phil ~oung and t hen I don't have to do it all 
twice. (?honed for Mr. Young to come to the meeting.) 

62 

General liar shall was here yesterday, our Chief 
of Staff, and I spoke to h.im about the Colt and he 
sa1d that Colonel Burns is having a meeting called of 
t he Colt manufacturers, here in Wash ington, to arrange ( 
with t hem to take care of both the Allies and the 
United States Army. 

good, 
U:r. Pleven: That's ve~; good. That's very 

HM Jr: I can say this to you, because I was 
with the ~resident all morning , there is no disposition 
on t he part of the Government not to see that you people 
get what you want. Quite t ho contrary. Quite the 
contrary. And every effort will be made to see that 
you continue to get what you have on order and that 
wherever we can be helpful we will accelerate. See? 

Ur. Pleven: Mr. Secretary, that merely dia­
poeee of the matter which Mr. Purvis wanted me to take 
up with you because I happened to be in Washington to­
day. 

HM ,Jr: I have had ample time to t alk this 
morn.ing and what I would l ike-- I haven ' t got so 
hard to get these 1'1guree, and I am carrying a figure 
in my mind that since the firet of Aoril that you have 
put up around $401 000,000 to the airplane companiel 
for plant exPSneion. 

Mr. Pleven: Yes. 
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H!J , Jr : I am also carrying a figure that 
before the first of April you put uo around 
$60, 000, 000. From the beg inning. · 

llr. Pleven: I ha ve handed to you -- we have 
handed to you & complete s tatement . 

HM,Jr: Since the first of April? 

down. 
llr. Pleven: Uhich was g iving a cooplete breek-

HU,Jr: Am I righ t on t he $100, 000, 000? 

l~ . Pleven: I think you are a li t tle bit on 
t he high s i de . I think t he total 1s $60,000,000. 

H!! ,Jr: 
ally , and then 
$40, 000,000. 

Your memorandum sai d $60, 000, 000 orig i n­
since t he first of April I think 1t 1a 

J.!r . Pleven: No , I think 1t covers t he whole. 

m!.Jr: That' s w~at I don't know. That's jus t 
it . Does l t cover t he sane oer1od7 Then it must 
be more. 

Mr. Pleven: I t nas $60 , 000 ,000. 
the whole. It l'las a summary of what '7&s 
nhat was to be spent. 

That covers 
spent and 

Hll , Jr: Is t~e $60 , 0001000 -- since then you 
heve gone forward with Wr1ght7 

l!r. Pleven: It i ncluded the l'orecaet. 

HH,Jr : In using a figure, should I use $60 , 000, 000? 

Mr. Pleven: Yes. $60, 000 , 000. 

HM.Jr: I s that f or plnnt a lone? 

Ur. Pleven: For plant alone. 
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HK,Jr: Including trainingf 

Kr . Pleven: Certain amount ot training , but only 
~3,000 ,000 or $4,000,000. 

HM,Jr: Now, on Pratt Whi t ney , how are you getting 
along? 

ttr . Pleven: What we have 
\fh1tner we have spent on 11r1ght . 
spend ~.ooo, ooo , we a re in tact 

not spent on Pratt 
Where we planned to 

spending $10,000,000, 

Hl.l,Jr: Know1n& what you want gave me a chance 
t o t alk t o the Presi dent and with everybody there. You 
see? Assistant Secretary ot War, Chief ot Staff, And 
t here is every d.1sposi tion t o leave it as it is or even 
be more helpful. 

!lr . Pleven: That was really the thing I came for. 

HH ,Jr : And t he Colt thinft , I em.lained they are 
hnving a meeting on Wednesday with Col t -- the Army i s -­
to work it out t hat both the Army an~ the Allies be taken 
care ot. 

1~ . Pleven: Several f irms have definitely given 
us the iCPression t he7 only want to sell us it we clear 
t he new plane and that 'O'as t he thing that we were wo:~der-
1:1g , it word could be said t o those people t hat it was 
not a question ot saving dollars but question ot saving 
time. 

HU ,Jr: When you get a specific ca se like Colt , 
t ell me. 

Ur . Pleven: You might like to knew t hat the 
peopl e r.ho ~ere giving us t he i~reasion, outside of 
Colt , were DuPont, Hercules •.• • 

HU,Jr: But you have not go up t o the point ot 
signing a contract . 

Mr. Pleven: No. 

64 
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RY,Jr: Colt , you have a oontraot. 

Mr. Pleven: Yes. 

m.t. Jr: Now, t he other thing, 1s this gun for .... 
Mr •. Pleven: For all the plAnes. 

l!l.l , Jr: 37 m.m, t 

Ur. Pleven: There are three aorta. 

RK.Jr: It ' s tor allot themt 

Mr. Pleven: Covers all requirements. 

HK,Jr: You w111 see 
would not worry too much. 

what happens ll'ednesday. I 
I would say that ' s t he least 

ot your worry, 

l!r, Pleven: Thank you, Mr. Secretary, 

oOo-oOo 

ss 
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CK 

:.!!::RICA:I D!B .. SS{ 

LONDON 

~,:3H 

848. 

TELEGRAM SEIIT 

GRAY 

Uoy 13, 1940 

Y-'ur 1180 tuclfth , It l:J l:tlicvcd th::. ~ ::m;r 

'br.., :.dc".!lt of the type ?rope~ cd 17oul d ccc-.oio:! lt~o 

misundtr stnnd,.t,:;: i f it were ., .de b y lltth£rl:mds c.nd 

3 £lgi:m bovr~nmcnt:: r cn;,cctiveli' o•.nct thi s GOVernMent 

obviously do:J no t =ug:cst dcotruction ~: s ccuritico 

~:-. :;:. ~he rt3'.ll~ of ~uch d£otruc··ion ~-u the: con~crn :> ... the 

om~crs r -.';;l".cr thc.n c-:: the :Jnitcd St :. tco , 

':he oU(l.:;e::tion h:-o bErn n:.dt 01' Alli ed Government :~ 

th_t i3 £1~1,_n ... nd 1f EthErl=.ndo nr.tlon'llz de:stroy .. r.u~ric ".n 

sccurit i co in O:ls t o: threatened l o eo ond :. t the s ~t 

tL"' c provid e thcm:~ clvtn 111th tvidcn::c of d es!;ruc tion 

:1~ich m::y !:S:li::: t thEn in :::ccuring l'1t £:" rt~l~CC":E!':: Of 

~~E= ~ o ccuri tit::: . Fer !-~cl!r infcrm-- ~i:;n 7rc~s~!"f h '.:J 

tE~n ~:.nroc.chcd i n this ::cnsc 1Jy British .m:i ~rnch 

rcprcscnt-tiv co , It h!::: ·:dviocd th c :~ e rcprcscnt::~t iv co 

~.nd ::: lso t h E D'> t oh i'ini ::tcr th.:t of couroc no su:.r onty 

coul d 

Regraded Uclassified



-- ~ 

- 2-i848, May 131 l a .m. to London. 

oo\lld be g i v E1l of rcplaommt or destroyed securities 

but that Consuls \70uld be o.uthorizEd to authcntico.tc 

67 

the signaturco of Dutch and Belgian officials who might 

<titneoo such dcstruct;1on and ttho might certify to the 

n'Wilb era and o\mtrohip of the a co uri ti cs des troy Ed. Such 

ocrtifio~tco1 especially if1 in addition to the offi cials 

therE ocr£ included the sta tEI:Imt of o Dutch or Belgian 

bonk officer t!hoot oignature tmo on filE mth the Federal 

Rto t rvE Bank or Nro York m1g.~t tttll provE to be evidence 

or looo or destruction rlhioh nould materially aosist in 

obtain1118 rtnE\7al or thE ocouriticn in due c ourse. 

You may n ish to point out thnt there arc only a 

fro Oonoulo in Holland end BEl gium, all v ery much 

oocupicd1 and tha t it nould be physically impossiblE 

for then to uitncso p Eroonally the destruction of 

occuritieo s~vc in important instances. 

PorE;Soing sent a fter f ull discussion nith Trea oury. 

AB :A:.B :1JDll 

HULL 
(1-.\B) 

< 
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TELEGR.\H SENT 

CK 

,\l.iERI c:.N LEG:. TI ON 

THE H:.GUE. 

RUSB 

86. 

GR,\Y 

i.lay 131 1940 

"Trc::~~ury inform:; us th='. t the Ncthcrl c.nds ond 

Btl 3ic.n Govcrnmcntn :lrE oona1dcr1ng advising their 

n nt iona la t o deatroy Amerionn sucouriti cs i n their 

poos eso1on r·her E therE 1a d r.ngcr that ouch o ecuri ti co 

might be loot or cttptured. In such c n·:• a the l!ov ern­

mcnto mentioned will prob::.bly adv i oc t! e Olmtrs to 

a ccomplish the d estruction i n the presence of an 

appro9ria te notar y or judicial officer and ttlso a 

rcoponoiblc offici~ of a ba nk, preferably one whose 

signature is on file with the Fcdcrol Reserve Bttnk of 

Ncu York. It is further intended to have the owner 

and thcs c w! tncs s cs c crtify to t:l£ s eo uri tics so 

destroyed, identifyinG thD>l appropriately, ond to 

request authcnticntion of t he sionaturc of the Govern­

tlent officer by a consul of the United States , after 

lYhich such certh'icatcs of dcs t l•uction \10uld be left 

with the consul t o be for'1arded to the United States 

by pouch. 

You 
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hsm - 2- No, 86, Ua:r 131 1·· a , m. , to Th£ Ragut 

You art authorizEd to rtotivt such crrtifi catts 

and to authEnticatE thE signatures of appropriatE 

Govcrnmrnt officials who havE nitntasEd such dtstruc-

tion. In casts of importancE and if circumstancEs per­

mit ;rou may, if rtqutsttd, witnEss such dEstructi on and 

stat£ that fact in thE documEnt , You may also transmit 

such cErtificates by pouch.If rEqUEstEd EXEcutE in 

triplicatE rEtaining onE copy, giving on£ copy to 

inttrtstEd part:r and forwarding original to Dtpnrtmmt, 

You should point out that auth:ntication and trr.nS'IIissim 

of such a document dots not co~nti tutt an assurancE that 

tht u rstroytd otcurltiEs will bE rtplaotd, bu~ ~nly crtatts 

documEntary tv1·ltnct which miGht bt or as~ '.stancE in cast 

rtplac~mt 1• lnttr ::~ought . You sl:.-,uld ·. l so n akE 1:: 

cl Ear that whilE tvcry carE will bE taken to EnsurE tht 

saft transmission and custody of such certificatEs t~t 

UnitEd States GovernmEnt and ito officers accEpt n~ 

rEsponsibility in that connEction, 

REpEat~to Consul GEnEral at Amsttrdrun, and to Conoul 

at RottErdam i f practicablE. 

A- B:AAB 
Eu:HSO 

HULL 
(AAB) 

SamE to Embassy, BrussEls , as Dtpartmtnt's 64, May 131 1 a . m. 
l Ess last paragraph, adding following paragraph: 
"R tpEnt to Oonaul Gtntral at Antwtrp and to Consul 
at Brusstlo, " 

Regraded Uclassified



' 
l 

m1 •• an 

I! •••• 

1\11811 .... 
~lllt1 I 141, llq U, 1 a. a . 

hr 7011r 11lte-un tollewlJic 11 ten et 

hlAcJ'ue •••• to lli'bae17, Bftllel11, ea4 LepUea, 

!be ..,._, tor repeU Uoa to ooa•lll.ar ott1o1N la 

Bela1• aa4 The •etherlUIII, J'IIJ)MtlftlTI 

QDOft (!en et Dep..-.n•• ••· 11, llq 1a, 1 •·•· 
to loetaUoa, !U ..,._, -.n 

IUIIIICI 

II1ILL 
(ACIB) 
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T REASURY DEPARTMENT 

WASHING'TQN 

IWIORAliDU!I FOR THE SEC!Ul'l!A.RTI 

~tr. Pe;voor of the Federal lleaeno Board phoned at 9: 25 .1. M. 

with reopeet to the situat i on 1D t he OoYern.ent bond market 

wh ich vao dovn then about 6/J2 1 o !rOD the ope ni11g. Offerings 

were relatinl;v azoall but there 1o no bu;rillg 1D tl:e carke t. 

l!e oald the Federal ReoerTe Board bad not r eee ind ~ offero 

or aade ~ purehaaeo i n oupport of t he market but that 1! it 

eontlnu.ed t o drop nry f M t today that 1 t would undoubtedly 

ha vo to go in. 

.... 
ll 
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Har 1:5, 1940 

General Watson called me and asked me who 
I thought ought to be at the conference t his 
morning. 

0 D1d I think t he Director of t he Budgett• 
and I sa1d yes. 

"Did I think Woodr1118? 0 and I ea1d yee; by 
all m.eans. 

. . 

72 

Regraded Uclassified



RE POREI OII EOCCIIANGE l&ay 13, 1940 
lOtOO a.:n. 

Present: 

H.lol . Jrt 

Uphnm: 

H. H.Jr: 

Upham: 

H. M.Jr: 

Upham: 

H. !ol . Jr t 

Mr. Gaston 
MI'. Foley 
M!'. Upham 
MI's Klotz 

Cy, do you want to ge t in and hel p? Pull up 
a chair. 

If I can help you, I certainly want to. 

Don ' t be Jewish and anawe!' a ques tion by asktng 
one . l'lhat I want to ask you is this: l'le &1'8 

takiQS care of the money of five diff e!'ent 
oount!'1es. Bell has got this thing and he 1a 
away and Herbe!'t Gaston 1a doing a swell job of 
pinch-hitting and he haa also got Coast Guard 
and a ha1f a dozen othe!' things. I want you 
to sit with these two men for a couple of days 
and fam111arlze yourself wi tb th1a whole ques­
tion of be ing custodian fo i' five countries and 
when you heve go t the thing and got 1 t soaked 
up, I want you to take it on. In the meantime , 
just sit with these two fellows until you have 
go t the stuff. 

Lly •mde!'standill8 w1 th Delano is the t he can 
spBre you and he is lending you to me and the 
main thing 1a that all of thia stuff which ia 
day and night - are you all right , ia your 
hea!'t sound? 

Yes . 

So sit with these two people and g!'adually absorb 
i t and then you can begin to take the thing over, 
so that they can do thei!' O'flll s tuff and get to 
know the pe!'sonnel and eve!'yth1ng else, but I 
want to push this thing on you. 'Ihen when Bell 
comes back - it is his responsibility and you 
!'eport to him, see. 

Sure. 

But I want new blood and I want an extra spoke 
to mY wheel and an ext!'a tire and I want you to 
take this thing on. Waren• t you in National 
City foreign exchangeT 

---' v 
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Ophaml 

Upham I 

• 

- 2 -

Yeo , a l ong tt- ago. 

'l'bat 1a all right , but get into this thing and 
ju.et - it will take 70u a couple or da,-a to 
soak it up. You l ook ver,- health,-. 

I am all right. 

All right . I have got conridenoe 1n you and I 
wanted an old rriend witn a certain amount ot 
intelligence and tull lo,-alt,- and that is ,-ou. 
Go with these rellowe now. They have got all 
ot this, with Rotterdam burning. Go on • 
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TREASURY DEPARTMENT 

WASHING'TOH 

ICq 13. 191Kl 

I talked to Mr, IIDuae of the lederal R .. erve Bank of 

llev Torll: at 10130 A. K, He aaid there he4 been a fair voluae 

of ...U offerings without 1011.r17 bide and that the S7atea he4 

cone I.Dto the llftl'll:et without aD7 publ1c1t7 or flare and he4 

taken about $300,000 out of the llal'ket lD an effort to offaet 

part of the excess offerings, He a.phaai1ed that the STStem 

had not ahow ita haDd 1D tha M .rll:et. 'l'he market vas a shade 

batter around 10 o' clock (ll'et: York ti•e) but did not ehov eigna 

of continuing, It wna t he view of their tradin« desk thot 

prioeo would not hold. 

~ 1 /(:tlt1.l,.-~~- 9~ ..{ , 
................. __..,d..~ a:-~,f.-1/"0, ~. 

~-

71) 
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TREASURY DEPARTMENT 

INTE.ft OP'P'ICII COMNUHIC.ATIOH 

DATa llq 13, 114() 

TO Secretary Worcenthau 

roo• I. B. Ba.Uo7 ll1lS Dpltpt Sw1y 

GQ!D!pft 1I9Jil) MtJW 

le4eral a .. eno Bank bao plll'cbaoed $:J>O,OOO loq bon4.o tn 

\he •rket. Pricoa are at•adl a t \he _.,, a t 10 \o 15/32441 

bolo• laturdaJ • 

• 

., 
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C.ABJll 

S\'RlC~LT COili'IDEllTUJ., 

.Aaeterctaa 
rederal Raoene lla:nlt of If, T, 
S.n~ u4 rec.i'oed 
11&7 1), 19l!o 

liUl rou l<11ld.l.7 note ~ba~ t.he rich\ ~ diopoll of CIIU' 

cold accoWl~ "l'" aDd our cloller acoOUAt "l'" vi th rour 

ine~itut1on no longer belonge to our bank but ba•e been 

traneferred \<> t.he Jletherlande OoYer'I>M nt effecUn ~dq. 

It and when ~he lletherlande OoYern•ont drawe on the oa1c1 

oceount they v111 pToboblr do eo thron&h ~he interRed1ar,r 

of thAt lle.nll: of England, 

•cd• Do Jlederlandache Bank 

Rec ' cl b7 phone fro& ~r. ll:llolct' a Secretal7- lla7 14/l!o - 11:)0 aa 
ll:a 

. , -- , , 
/ 

' 

~J 
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79 
C.&BLI 

l'r0111 .... \er<lea 
'l!o: Jo4oral lleoon. BIIDlt ot 1. r. 

Date : Ilea\ aad. recol...., 
Mq 1}, 19llo 

Our fl53· ow- crodH lll fa'Yor of Jot.herl.aa&U JllJUo\er 

lll Vaa~W>&t.-m. Credit l aoreaood vHh $6oo,ooo to $6,96o,ooo. 

Nollthl;r ~· - allovod 'liP to $145,000. Plaaoe 4.1oropr4 

furtlwr lutnctiono .,.... fl53 · Jw 1notruct1ou reo4o u 

follovo: 111 ....... 'bahaoa of dol lar &OCO'IUI\ r ...,, wttloloa\ 

to OOYir oald 4rulnco 70u ara outhorhod to \&lot oTOr u 

•ch &Old of &Old ICOOUD~ M O .. IIrJ for \M JIU!'POIIo 

•&4· De Jo4orlaad.oolw hBk 

lao ' d b7 plloao f.- Mr. hoa'o l!eoretarr - Mq 14/llo - 11130 u 
Ira 

/j -._., /S 

-r- //~_..,;::-~ cr---.-.. _//,..,..- .... 
o? -~/ ,/~ . 
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TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

DATa ilaT 1}, 191io 

Secretary Korgentbau TO 

STRICTLY CONFIDENTIAL 
I"ROM llr. CocbHn 

llr. Pilloent telephoned thio forenoon. l!e oaid that the Secret ar:r ot tba 
Treasury bad aoked the BrHioh .Aabaooador to ha•e Sir frederick Phillipo co .. 
to the United Stateo, Pinoent stated that both the Ambaoa&dor and he WO'IIl.d 
be delighted to aee Phillips come oYer, and that the .Aabaoe&dor io entirel;y 
ready to aend the cablegram. Realisi~, howenr, how ditt icult 1t •:r be to 
pr;y one of the buaieot government officialo awa:r from London, the Ambaaoador 
would like to have ooae oort of a summar:r of the subjects which the Secretar;y 
of the f reaeur;y would like to dhcueo with Phlllipo, eo that he •:r uae t11h 
ao an argument in t l1e r equeat that this lDe;y -.n be oent to the United statea, 
Pinsent wondered , aloo, whetl1er we had conoidered tl1e amount ot conJecture 
whlcl1 a viait b;y t11e Under Secretary of the Brit1el1 'l'reaeur;r mi~t cauoe in 
present eireumstancea. 

I told t he Secretar;y of tl11o call at 11130 thlo aor~. He inotructed 
me to tell Pinoent that he would be glad to receive Lord Lothian at hie hoiDe 
thio eYeni~ at 8:45. I telephoned Pinaent at once . 

Pinaent called De back ahortl:r atterwardo to let uo lr:noo that t he 
Ambauador 1a dining at tl1e R,_,ian Leption tonigbt at 8: 15. He would be 
glad to call at tl1e Secretar:r ' • houoe a t 8 o 'clock, atter dreooi~, or around 
7:15, before dread~. Tl1e Rritiah Ambaooador wants me to let them know 
whet her e1tl1er of tl1e ae houro would aeet the Secretar:r'o conYenience . 
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RDS 

Store tary of StatE, 

'liashington. 

1186, ~y 13, 6 p,m, 

GRAY 

London 

Datcd May 13, 1940 

Rtc 1d 1 :11 p. m. 

FOR THE SECRETARY OF 'l'HE TREASURY, 

81 

I took thE librrty of sending a copy of your address 

to :.!ontaguE Norman . I rEcEivrd an ncknowlrdgrmmt today 

with thE following rEmarks : " In this connEcti on I may 

rrmark, first , that thr address goes to thE r oot of thE 

mattrr in showing that movements of gold art a by pro­

duct and a symptom of mort fundamrntal commerc i al and 

f i nancial rElations and will be corrrcttd automatically 

if cvrr tht world broomes normal again, And sEcondly 

that thE following statement is truE viz, 1 EvEry foreign 

country wishEs it had mort (gold): llo forEign country 

likes to lost any of i t: all countries accumulate i t as 

soon as thEy can afford to do so '" 

KENNEDY 

RPD 

Regraded Uclassified



F EDERAL. A.£SIRV& eAHK 

01" N K.W YO ftl( 

:>FI=JCE CORRESPONDENCE 

COIFIDII!IAL fiLII 

L. w. bolta 

... 

DATE 11.,. 1 a, 1a•o, 

lAIIt or a aLAI o_. 

llr. Bolton called at 11 o'cloOk thla aomtDc. Ba bad •• 

a nttars ha wantacS t o talk t o ma about, ha aaid. Firat, t ha pl"'bl• 

of tha Ban~ Bale• pour 1 11trMg ar, 'llhicb ha UDdarstood had thdr -----......_ -< 
law I ork an.ta ooaplatelT blodcacS. Ba t hou(ht it ataht ba of •alua 

t o ua t o lcno• that t hi s bm k ••s • Britilh insti t u tion r acistara« 

i n l!ngland 811d t hat fUll control was in London. I replied th~t wa 

wort t ho l"'ughlT alert to tha pl"'bl• i n• o1Yed.1 th!lt we b ed c11acuua4 

t he mat t er on Fl'14&7 md Satu r4q >li t h tha Treuu17 1n 'le m1nston 

and pointed out t o tha l atter how haoc11oappa4 tha Ban~• Bale• 

pour l''!tranc ar aaa e. 11 a r esult of tba n aw raculatiooa. I addacS 

that •• had an appotnt 11eot with th• and t h eir l avara th111 attar-

noon aocl that wa ware anldou a to clo tor t ha bank 'llhatanr 1t wu 

pouibla for us to clo • 

.ll.r. Boltoa t h an aaid t hat ha had wa1t1Dc outaida ot his 

o t nca at t hat -ant a LoadOID r epruentatha of an ofSanint1oa 

which h at! been astablllbad o•ar tha watkand 1n London to 1'WI tha 

Brithh •p1ra branahaa ot tha l.therhnda Trading SociKT• h we 

knew, t ho .. branahaa ware thJ"'UCbout tha Far Ban md owing to t ha 

situation 1n Allatar4a~~ and tha blo<*1DC ot Dlltob t'Unda in law lCon, 

t hat bank would pl"'babq bna to da f .alt ill 1U P&71111Dta ill tha Fu 

But. fhh Oll"'lllhaUon bad ba., aatab111ba4 ill London to • "' the 

ICiafSanq aUuauoa. It could no 10111ar en in tftlb •Uh • • tal'd• 

ainca oo~oauon bnw- Loadoe aDd .wna~ had been •t ett 

early th1a aonlillc and - -•eqgeUy 1 t 414 not •- to ba able 
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fi"':O£ftAL A ESI:RY£ 8Af,..., 

Of' H EW YO .. K 

FICE C ORRESPONDENC E 

COIFID!II'!UL FILII 

L. •· laoke 

• 

DATF • .,. 1&, li40 

SUDJ<CT>-TE%.IPBOII COIYBJIB.td'IOI 111ft 

BAII.It OJI' DGLAI D. 

t o cat MJ'whel"e at all. It bad requu ta t roa all oYer .the Jar ._.. 

1o r 1\mda to aeet local requir•etlo fhe Brttiltl .utbor1Uea 

would halp t o the beat or tbeir abili\J' but the Tradinl Soctot:r 

bad l crce uaeta 1A low Yolk. He wanted t o put t hat aat;tor beton 

mo 10 t hat - !mew cat the lituatioe waa end realized tho n ... o~ 

urseot oona1derat1oe 1A cue the orc.aiuUon shoul ;J •lire eo applloa. 

t1on bore ~or llocaea. I r~lied t hat noodle11 to aa:r •• would do 

what • • could it " rooo1Ted c application and bad tho probl• 

u p lain od to u •· 

Mr. Bolton repeated t hat Au tord .. waa, at lout ot t he 

mom«1t 1 cut o r t tro• I.ondoDJ eo~aun1oation with Balc1ua oo the other 

hand wae ;l r ett:r cood. 

It he bad other %5ttera 1A t he 1\lture to l<hicb be wanted 

to drew our attmt 1oo, he would •lire tree tro• t ime t o tillo to aed 

ua c:abloa. 

Ll'ltu:w 
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Secretary of State , 

\lashing ton. 

1193, Thirteenth. 

PLAIN 

London 

Dat td L!ay 131 1940 

Rec 1d 1:16 p . n . 

FOR TREASURY FROM BUTTERWORTH. 

1 . Sir Kings l ey Wood, the tH:w Chanc ellor of the 

ExchEquer , is a solicitor by profcsoion and has been a -J;mbcr of Parli ar;,cnt since 1918. He is best known for 

the adninistrativt ability he displayed as Postcaster 

General from 1931- 35, when hE i o provcd technically the 

:pootal, ttl cgraph and tElephone systcna m d gave the 

oonccreial popularity. He is a oiddle-of-the- road, 

naoh1ne hardened Conservative. Although he has no 

spcciol knorrledge of nntional finance he i s intelli gent, 

opproochD.blt ond wi~l- no doubt do •whot he i s told. 

2 . The new Cabinet and Winston Church1ll 1s prc­

c~intnt posi t i on wi thin it hos given confi dence to the 

City. Bri t i sh security r.arkcts olosed higher on the dny. 

KENNEDY 

iieL 
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JI 

Secretary of Stntc 

Hnshingt on 

27 , .iny 13, 5 p , n , 

GR/,Y 

rnnn 
DatEd ray 13, 1940 

REc ' d 2 p , l:l , 

FOR TR:::.SURY OCP/,RTt:E!IT, Todcy 1 s pricEs as 

follo~s: 198 , 25; 337 ; 507; not listed; 370; 203; 

l6GO; 62; 223, 50, Vol~E 125, 300 , 

Fvrthcr s el l i ng offErs forced quotations to 

new low l evels f or t he yenr , npparcnt r Enson for 

it due to inerc~sing politicc l tension , 

SCHOLE:S 

117 0 
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JT 

Secretar y of Sta te, 

llnshington. 

54, Hay 13, 6 p . n . 

CRAY 

ANI\JI.RA 

Da t td i iay 13, 1940 

Rco 1d 3 : 50 p . n . 

Belgian ili nlstcr to Turlccy, Alexandre Potcrnotte d e 

36 

lo Vaillec requests thnt the Gu~·antee Trust c~~~~ny of New 

Yorlc b e nuthoriztd to Llalce payments on his or der o>.:t of his 

ohecltin& account and on h is and his •.1if£ 1 s ( born Anne 

Cr Uj)tr , bc~.rtr of an k .1er1oan pass' ort iss ued o:· the \larso.w (<>) 

doted in 1S38) order l'lUt of the safelcctp1ng a ccounts hel d 

in t heir recpcc tl.ve nCJ'\es . 

liACL'URlu\Y 

CSB 

( • ) t.ppo.rcnt oclss!on 

Regraded Uclassified



rROJf: Amerioan Con8Ulat.e General, Bat.aY1a , 
JaYa, Net.herlande Indies. 

lllTE: Jfay 13, 1940, 4 p.a. 

Reeident. indiY111Dals and l egal ent.it.lee are pro­

hibited fro m disposing of foreign currencies, credits 

or negotiable papers b7 t.bs Net.herlanda Indies foreig11 

exchange controls decree of Ma7 11, wh1oh was publiehed 

t.oda7. Also t.be7 a.re forbidden to dispose, ei t.ber 

directly or ind1rectl7, of domestic currencies, nego­

tiable paper or credits to pereone abroad. Legal 

ent1t1es and 1nd1Y1duals who are nonresident. may not 

acquire or dispose of foreign or domestic currencies, 

negotiable paper or oredita per day exceeding one 

hundred guilders in Yalue. Exeapt.ione from t.heae 

reatrlct1ona 8&7 be granted b7 t.he directors of t.he 

JaYa Bank. 

'l'he ful.l text will be .. nt. Yia a1r 11&11. 

DICJ:OVER 

..,_ 
. ' 
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C.LBLI 

ho•• 
!o: 
Dahl 

Oattorao, B.ak ot JDalaDd, London. 
Jodoral ReoorTe Beak ot Iow York 
~ 13, 194o 

1436/4o Poroonal ud Confidential tor .Lllu B, Sproul 

1. Yo han boon conoidorinc pcooible otepo which lligbt need t o 
bo take n to pr otect Britioh OoTorn.ont oxchanceo/col d/ oecurlt:r hold­
iDGO 1n the Unit ed Stateo at pr eoent bold in .._. ot -..riou.o Br ltioh 
~.. inclu41DC onrsoboo , apinot the rlok ot attachuat at the 
inotance ot onoa7 intore oto. 

2. B'.)(.G. ' o legal adTiooro 1n Yaohi~on han expreooed the Tiow 
that coaplote protection againot attaohaont cu onl:r be obtained b7 

a. tranotorrtnc ouch aooeto into tho ..... 
or a clearl7 identif i abl e noalnee ot R.M.G. 

b. not1f71nc the boldine bank t hat o'CICh 
a oseto are held on behalt ot R.M.G. 

c . the Britioh .Labaooador to aoqaaint the 
United Stateo State Departaont ot the desisna­
tion of the aceounto hold and that the tuD4o in 
quaotion are owned b7 H.M.G. 

3· So tar ao t he holdi"Co in our """'' with :rou are concoraod we 
tull7 apprec iate that it io contrar:r to :rour polic:r to apenlnc accoaAto 
in tho ......, ot a to:reig~> OoTernaont. 

4. Bu.t both H.M.G. ud ouroolno tool l t i o e oo·,ntial to tU:o 
OTor:y procantion and I Ulldorotand t o thio end H. I!. G. '• diplo•Uc repH­
oontatiTe in Yaohi~on will i ntora Kr. l!orcenthan of tho noceooit7 to 
protect our pooition ao in 12 abon. We !olt that :ron wCNJ.d llko to know 
bo!oro &117 O'CICh IIOTO h made in ardor that 70U a&7 bo ll>l&l'e a! tho bacl<­
CJ'Ound, 

5. It we could have :raorroaotione b7 cable vo could then telephone 
:rou 1! that would be helptul. 

lloeeind b7 telepbone ·. 
J'roa llr. lnolr»' o S.crotar:r 
5•15 p ••• w.:r lJ, 194o 

( SI GliZD) C.A!!'TmmS 
Bank or ED& land. 
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RDS 

SECl'EtCory Of Sto.tE , 

'.i:1ohin3ton. 

s~7 , uo.y 13, s 9·~· 

SECT!O;~ O~E. 

GR.\Y 

P:1rio 

l)c. tEd 0 U:-.y 13' 1940 

ne:c ' <l G: 2S p.m. 

Jtnny d EvotEd h1o ~rtic1t in y to t erd:1y •s ~E ·~iPS to 

~ ca~cu.:;oion of the Y.: tynt:: pl:-.n c-.nt'oo ito im:,>lico.tiono. 

!!£ conoiC:.E::'O thE nEo.::;urt :10 a ta..~: rc.thtr t:~ ::t!: ~ loo.n 

CJ1L at:-otEd th:'ot "ito a-doption VIOuld involv< pra.cti ca.lly 

no ~-h·::-.nta.3to . on thE contra-ry 1 t lotoulG. :Uvc thE C.io-

:.dV:'ol1t:tCE ol: 6.i :Jcrtdi tinz lo:.nc in 3EnE~ • In other 

rtort'oo , it ~onGht t ::.:ily lco.d to ~ reduction in thE =ount 

of c:-.v!. t=..l .-rE zl:: o:ffzr£~; f or invcot...lcnt """''" tbu:: fo.vor 
, 

th£ (o£vtlo:xc:cnt of l.nfl:. tion . " o:il.ilE c:::Uitting th:.t con-

ow.tption of non-t~:::E:'lti::-.lo ohoul..:. 1)c curt".iltd Jcnn:r 

o i o o,poonl i:o ::.r.:;- t=.:~•:otion achaJ£ C: t :;i[l)'IE;i to f orcE 
a&aol.utE 

ofw:1o net required forjncce ocit1Eo into thE co:tf'cro 

th.E ctc.t E. 

vULLI'!'T 

IlS 

o.ll. 

of 

39 

( 
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VRH 

SEcrttory of st~t c , 

:lash~ngton . 

G47 , liay 13, 6 p .n . 

( SECTIOII 'l't'/0 ) , 

GRAY 

Paris 

Dattd 1:o.:r 13, 1 940 

REO 1d , 6 :30 p ,,m, 

UndEr such circu;.tstonc ES all manufncturing octi viti ES 

othEr than t hOS E rEqUirEd " to prtvmt pEOplE fron dy~ng 

of hungEr ar..d cold" uauld bt dirEct Ed towo.rd thE pr oduction 

of' Will' l'l'AtErials and E"J)Ort COil\'uOdi t i EO o Such 0. Situation 

is not dts~.rnblE btco.us£ : (l) tlo.ny EnterprisEs which 

h::v t b EEn accusto!ttd to sup'l].y thE c ountr y ·,ti th noness en­

tials could not bt oho.ngtd ovtr into rtar industriEo; 

(2) induotr its producing for Export also rEquirE a homt 

unr ktt in ordEr t o prEVEnt unit production costs tram 

riainz; and (3) 11 thE Entir£ industrial and cocr.crcial 

oystt·t Except for tlwt part oonnrcttd ftith armotltnts 

nould f'ind 1 tsrlf' progress!. VEly blo.cl<Ed ·~hich nould mean 

such o dts tl'llct1on of' co.J>itnl invEstEd o.t l ong ttn:l that 

thE no.t1onnl ccon01:1y n ould bt da.~trously •.r t oktntd. 

BULLITT 

90 
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Secretary of Stat£, 

· •c.sh,.ngt on. 

(SECTION TE':EE) . 

o;u.y 

Paris 

Dated ila y 13, 1940 

n to'd• 5 :30 p . m. 

~ 91 

" ~he tact that Gcr~ny is proceeding along this path in 

no nay i)l'cvcs t;2at in order to conquer her t h e dE!:locrntic 

nations •·tust also tollot7 it" . JEnny concludes tbot the 

was r.tust be financ ed accordinG t o "olossl.cal financ ial 

concepts" . " Tbc ntEilns of tinnnol.ng publ ic Expendi tures 

!lr£ t :u same in t ht t of war no in ti"IE of ·:> zacc . ThesE 

arE to.xation and loans, recoursE to infl ot·.on being 

avoided at all costs" . The state should s eed to "spongE 

up'' part of t h e i ncrcc.std purch:l.SillS >>oacr d!stributcd by 

it t hrcvgb us c of" tnxatio:\ and suo:1 t :ucc.tion shoulL b e 

limited only by diminishing rctm-ns . 

BITLLITT 

IHS 
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Secretary of StatE, 

1/ashington. 

6 47 1 a lay 131 6 p . m. 

(SECTIO~I FOUR) 

ORAY 

Parie 

Dat ed Eay 13 1 1 940 

R to 1 d . 5 :15 p. m. 

92 

The L:inistry of Pinanot in a oOIIIilluniqut to thE prEss 

issued today announc Ed: (a) to racilitatE thE entry into 

France of mErchandisE from !3ElgiUL>1 Luxtmbourg and ThE 

llcthcrlcmds, thE ?rEnO!l Customs autl"oritits h~.vz arranged 

that sucp ~crcha~disE bE shipped d irect t o Custo~ war t • 

houses locat ed in the interior instead of b eing held at 

the fr ontier for CustOl:ls e,:>e::u:a1nat1on and the canplttion 

of t:>eohangc control foroalitics ; (b) the personal &fftots 

or all rcfuoces from the above mEntioned c ountries uill 

bt ndn1ttcd fr££ of duty and their automobiles and other 

means or tl"81'11p0l't will also b£ aclm1tttd free on the 

presentation of an official 11 lo.1sacz passer" ; (c) the 

t:>eohnngc control regulations rt(prding the importati on or 

gold, bo.~~otcs , coins and securities arc vcmpor o.rily 

su.spmdcd 

Regraded Uclassified



- 2- # 647, iiay 131 6 p.m. , tror.~ P:u-is 

ouar,endEd in t hE oas t of rttugE£0 (plEas E SEE Embassy's 

t ElEgram lloo 467 , Apr il 12, 7 J)o Ul o ) • 

BULLI TT 

Dill" 
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3ccrcto..-.· o: S '.a.t t , 

'Jc. :::l:in.:;ton. 

3~7 , tiay 13, 6 p .u . 

(St:CT!OH ? riC:) 

Pc.:ris 

:Jc.ttd ; ;o.y 13, 1940 

. (£ C I d 5 : J5 p . r.t • 

Ho\·•tvo:r , cu.:;to:-:s (lccl.:trutio;~:: "nUst;, br r.1eC£ i ... c: a!'d:.r .... t he 

r.H:C.l"!O of !)o.yr.H:r;t imyortcd b:,r rt1'..1:ccs ; (d ) ch.:.rinG th~ ir 

.. ._t!.idtl\ CC i!'l Pr"~'\CE Y..tcl1 r c!\· .. : r ::s will Oc cl e!':'~:.Li'i c~ ao 

" ~-lt!.'.JO~.::: eortnill s _ .. cc.: o.a Prt:1Cl.1
' .1."1 eo :c.r ~::; .. 1". : c~chan.r.;c 

con-:rol rc_uls.tio::.s ~=-= concerned . 

~c Oa-'1!: o~· Fl"a.:"lcE ar.nounccG. t!:.is e.: .: E~:tcon t~nt o.~ 

'l~L rt:qucst of '!;i.lt .:i .. lJ.stc:-- cf 7_r.ll~c c :ll.l i...:.xc:ab:.~rc 

accotL~t.!: r:oulc'i bE tc.1:>oro.ril:,· 11 blockLC. :r 

•. Ol":'::.al e.r.::. :>Er.:lCc:.cnt '?ucl ~ c tar-:· :otvEr.uc for- t !u: ::onth 

Of ::ar 19~0 to o~lcC: 5 , 500 1 000, 000 f:•c.:~c:; ~-, inc::-C:;.SE Of 

l , CO? , 000 , 000 ovt:· t~c fi,:;u•·c ro:· ~hE corr<:s;>oncl:l.nc .11onth 

of 1 9 30 . ~~:vcnu: fro.J i ncli:..•cct; to.:.r3 C):e!:e:C:.t~ b u6. c_t tnl"''Y 

~:c ri ... £ :!.n :rcv!':nt!E 

Clt)O.l l :· <lu~E J.;o incrE. Il::'::: ~..-:. t t.c ..... i vt 1>cr ctnt ltvy on 

revenue r ro:.t !H'o:E.:::ior:c (ll:, , ooo , ooo) c\.!:to:-1:. d".J.tic!l 

(30: , 0uC , .V0) ;:·\:;i:lC=~ -~·r:: ov:r .c.;: (2;;2 , 000 ,000) C.:ld 
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- 2- #647 1 liay 13, G p~ •• from Pario . 

ougar a11d Dacchnrint ltvi t o ( 39 , 000 , 000) , 

BULL ITT 

Dill 
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Ort\Y 

Paris 

~.:lttd lic.y 13, 1 940 

Rtc •d 7:02 p • . ' • 

SEcretary of Stc.tE , 

~/o.shinGton . 

547 , a~y 13, 6 p .m. 

(SEC'l'IOH SIX) 

One ~'c.r ltv:; t~c :;ptci:ll lS;! on !H'Oftso.io!'l:ll rrvmut:J 

~riEl<.lcC:. l SO, OOO, OOO nbilE the c.::-n::mEnt to.--: furni:JhEd 

5'!.1 , 000
1
000 , l\onuc.l an<l ;.u• :.n:.lt revEnue for th£ f i rst 

quc.rtrr of 19~0 t o to.l td 1 5 1 '11:.. , 000 , 000 i.'l'o.nc:.. c.n incrEc.ot ( 

of 3 , S05, 000 , COO over the fit:.-urc f o r thE col' l' Es)lonc:ang 

period in 1S3S c.nd 156 , 000 , 000 r.torc thru> c ud;;et.:1ry tst1-

~J thE tcrno of ~ o.rrEtt pu~l1ohEd in the JOURNAL 

0. :"n::!i:i. w:tol c::::.l E:t'S x1cl re ~ailt ••o ::.rt givcn until June 15 

tO dran U9 lists of ~riCES chc.rgtd OY ~h~ (~lt.:I~ E o.Ee 

S.1b::.scy • o ttlE:;r= l'o . :>19 , J,::.y 10, :, v •m• ) . Fur t11Eruo:c 

only the 9ricc of oErchc.r.d1:1t con~itl.trEu in comlnErcinl 

u ::::.cc ::.o "cur••ent ~c.lts 11 nett~ l>E rcportEt~ . 

A.1otl'.cr <J.ecrrE ;;>rovic\to th~.t thE c1~<: tom~ dutico 011 

~)Ot~.toeo 11ill bc ouo9mc;;.Ed until June 30, 1940. 

( :Oi!D OJ:' i.ESSACE) 

N?L 
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P.All!'UL P~SJ: OJ' !IUGJWI UCZil'D 

J'J\0111 AMM.oan Conwlate Oelleral., Sbengbet. 

Dl!E: *7 13, UoiO, e p.a. 

110.1 ~· 
'l'he follotriug 11 quoted froa a letter 111 :resard to 

Jre~erlpde frozen aoo01mte 111 the UnJ.\ed Statea wh1oh 

I reoeiTed to4&7 fro• the •etherlallda ConRl General 

here, and ~eed to trt.Deait f or the appropriate attn­

t1on of our GoTerDaea t: 

S7 

1 '1'he •e~erl&nde 'l'l'e.d1ug aooiet;r aDd the Jfetherl&nde 

India Co-ero1al Bank aDd th1e Oonlllllate General ehOI:lld 

h16hl7 appreciate it if the follotr1Dg 81111-.z"J' of the 

e1tuat1on llight be laid before the intereeted &llthoM.Uee. 

The purpoae of the blook1J16 of ~eee aooounte in 

general ie obTiouel;r to preYent that the inTadere of 

Bolland ehould d1Tert theee aonJ.ee tor their benefit. 

Bo.ner, 110 Gera&D preeiiUJ'e oan be brollght to bear 
atoreeud 

on t he agenoiee of the/~ banke 111 t!henghet , the ~ere 

ot whoa are ... D&ble to •et.herlande Coneular Jur1ed1ot1on. 

are •de to keep the oit;r ov.t of the w.r ae •oh ae poe­

e1ble. 'l'he herloan ••llllJ'e, honTer beneTolnt ita 

intention, would epeed117 reeult in the oloe1116 of the 

loo&l banke w1th the rewltant lon of preet~e. 

It 11 .ageeted ~ an ublook.lll6 of the total 
of theee 

b&l&DOee/• p ;; banlte woal4 111 110 _,.go age1net t.he 

eplM.t 

' 
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IP11'1t. of \be ••nre taba b)' )'OU' OoY-.nt. It t.h11 

llhollld. pron anfl&l1bll. ai3ht I UJ:'Se a pl'OIIpt b01110D. 

on the appl1oat1on for 11oen1e1 With res&rd. t.o 1D.d.1T14aal 

p&7JieDt.l. 1 

true 1t 11 t.hat .an)' exoept1one haYe been .aile b)' 

38 

growlD.g out of 
bell16erentl to the appl1oat1on of rlltrlot.lYe •a.are1~ 

the Eu.ropeu w.r. 1D. Sh•ngba1. 'fhe Br1thh 'frad.1D.6 'flt.h 

! h e IDea)' Aot . tor eX&IIple. haen't been .. d.e fUll)' oper­

atln 1n fthangMt; 10 l oqs &I thl)' 4o not Ukl par\ 1D. 

pol1tloal aat.1T1t.111• ~~ are allowed. to re11d.1 1a 

the P'renoh oonoeu1on. In t.h11 attlt.uU 11 reneoted. 

the general oonoern to ~nt.a1n tlb1nghd 11 neutral1~ 

and. to &Y01d. SlYlne; a pretiD.II tor 1nternnt1on t.o thl 

J apan111. 

'fh1• tel~ wa1 repeated. to Pe1p1D6 and. Cbangktng. 

!O'fJIIOJ: 

{ 
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(Confidential) 

P ARAPHRAS E 

A conf idential telegram (no . 21)) or May 13, 1940, 

fl~m the American Ambassador at Chungking reads substan­

tially as follows: 

Aft er some general conversation during the course 

ot a call which the American Ambassador made on l.!ay 12 

on the Wnister or Finance (Dr. Kung) a t the latter• s 

request , the ~ster asked wbat the effect bad been in 

ilashington of the American Information Committee's mea­

sage . The IJinister remarked that now the Generalissimo, 

who had talked with him (the Minioter) on May 11, would 

be likely to want to send a similar message . The import 

ot the Minister• s ramarks gave the Ambassador the impres­

sion that the message would take the fonn ot an appeal 

to the Government of the United States to back the at­

tempts or the Chinese to maintain t he currency as be (the 

~inister) mentioned assistance in this field to France 

by the United States and be spoke or information (?) 

quoted from stat ements ot American examiners, he said, 

indicating t hat approximately a hundred millions (?) 

currency -- the property ot individuals in China and 

Chinese banks representing capital wbicb bad fled China 

was held on deposit in banks in the United States. Dr. 

Kung spoke or press repor ts to the effect that tha Ameri­

can Govel'llllent had taken m.easuree to i"reeze overdra'llll 

resources 
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resources in the United States belonging to neutral 

nations taken over by Germany. He Made a soMewhat 

l OJ 

vague inquiry whether the Government ot the United States 

could not Make available to the Chinese Government the 

n81Jles ot such depositors so that China lllight take soMe 

Measures itself to utilize f or itself such tunds or 

whether the tunds belonging to Chinese lllight not be used 

by the Govermnent ot the United States in steps to help 

:~~:~!!zahina•s currency. The only request which the 

Minister ot Finance made 1n connection with these Matter s 

was as indicated in the beginning ot this telegr81Jl -­

what the effect had been in Washington ot the Alnerioan 

I.nforMation Committee's Message. He (Kung) said that 

China was crippled in (?) to Make her support ot Chinese 

currency successful by the tact that sh.e had no control 

over foreign 1:1erchants and brokers and foreign bank.s in 

Shanghai ; that China's efforts to keep open the lllB.rlalt at 

Shanghai was causing China to sutter; and that not only 

would collapse ot the currency destroy Chi.na•s ability 

to resist in econolllio fields but it would also be disas­

trous to Alnerioan investMents and business in China. 

He expressed the hope that the Gover~ent ot the United 

Statea would feel able to do sOMething to contr ibute to 

the stabilization tund and to protect the Alnerioan cOM­

mercial position. Dr. Kimg remarked that he had brought 

to 
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to the attention or the British Ambassador the fact t hat 

half , at least , or the money raised and used in the Sino­

British revenue fund had gotten back into British commer ­

cial hands and had in this way been of benefit to foreign 

business, including British . 

The Ambassador reiterates t ha t the Uinister or 

Fi nance made no definite r eques t s and he (the Ambassador) 

remarks again that the drift or t he conversation was as 

i ndicated above. The conversation lett the Ambassador 

reeling certain that Dr . Kung was preparing the ground 

f or a message from General Chiang Kai-ahek somewhat along 

the lines indicated above and perhaps addressed direc t ly 

to President Roosevelt. 

The Anbassador states that on ~y 12 the Financial 

Adviser to the Chinese Government (Dr . Young) asked entire­

l y independently wbetber Kung be.d made kno\'lil that General 

Chiang had called him in and bad made inquiry concerning 

the situation \vit b respect to prices and the effect of the 

pr esent condition ot the Chinese currency on prices . 
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*' lJ, 19llo 

'I'» •ether-do IIUiotC" hlophoMd .. (llr, IIotta\\) -\1M 

'botwoc 1 ud 2 o'clock thh -a1ac to ~ \bat he bad Jut \l­

oa \he \eaphoM to \IM .Bacu 1a colllliOUoa wi\h llr, llorcft\llool'o 

""""'"UOil rep.r41ac the reeorcl.ed dlo\I"QQ\loa of AMricaa '11-

boadl. !e •• \old at \!Ia .Bacu \bat tiM ..... ae •err 'lllack; tiM\ 

tlla Geraae bad reached tiM zuw .. oa the aorth; tbat \IM Da.\cb 

troopo wore emauated Mrtac bad llo oleep t or J ~ aa4 Diph; 

tba\ allied hUp oould DO\ reach tllae 1a tiM. ID the olrc•e\aDOeo 

\he;r rep.rcl.ed 1\ ao too late to t4ID aa;r -nreo on t1aanc1al 

a\\er •• 

( 
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( (:O •• r I i>i::NTIAL) 

PARA P HRASE 

A confidential telegram (no. 214) of May 13, 1940, 

from the American Amoassador at Chungking reads sub­

s t antially as follows : 

'1/ith regard t o the matters deal t wi t h in his telegram 

no 213 , the Ambassador feels that his knowledoe of these 

matters is not suff icient to enable hlm to give advice on 

tne subject . He 1s of the opinion, ho11ever, th" t the 

pr esent mocent i s a cri tical one and t hat, if a way could 

oe f ound to assist t he Chines e Government to stabilize 

i t s curr ency end in tnis way help the Gover nment to help 

i t self, this would obviously afford ~rotection at the 

pre sent time to American intere sts and investments in 

Chi na . The Ambassador remarks t hat it would seem advisable 

t nat the United States Governcent make s ome effort in view 

of t he conditions wruch would ensue if the Chinese cur­
should 

renoyfcollapse and he adds t hat in a large measure the 

Uni ted Sta tes has benefi tted from otaers' efforts u~ to 

tne nr esent time . 

Regraded Uclassified



COllll!mft'I£ 

llaT 13, 1940 

To: 'l'he S.cret&r7 

l!'roa: Mr. ToUDt; 

In accordance vi th :your inotructio.ne, I called O.orge l!aao 
at the Purchftoi~ Boerd office in Bev Yor k th1o morn1ng and 
asked him to aoeerta1n the amount of mone7 put into engine 
pl ante elaoo1!1ed ao to Rritioh , ao t o ll'reneh. and ao to eo•­
po.ey, togethu vlth a three-.-&7 broakdoWD ohoving the 81101Dlh 
tor plant oxpanoion, peroonoel 1notruction, and tax.o ao o! 
April lot, end tinea April lot. 

George l!aao t old M at t hat ti..M that juot pr ior to -r 
call Boneo had called !rom Coll1no1 office raquuting the 
Purehaling Board otathtician t o !urn11h h1a in!or aetion on 
gaooline. l!aao told Bonet not to aeka o.ey acre calle until 
he ret urned to Walhington. 

George l!&ao called .. bac:t on tboo telephone at 2115 to 
•&7 that he ha4 !0!:1114 out that the Pareh&I1Dg Board -• alec 
caltiDg iDdependant reporte direct to ColliDe and to the State 
Depart~~ent. !be Board vi thad to knov >lh&t t o do about thooe 
reporto 1D&IJDUCh &I there vu eo .. duplication ot aetarial 
between raoorte and ae the Boord vao IUbJeet to eo .. Tar1ad 
inetructione troa di f ferent eourcee at to the r epor ting pro­
eedu:rea. 

It vu l!a&t' onggeetion that nothing be done on tboee 
reporh until b lo return at vbicb t1aa ve conld t ab thea up 
one b7 one, ucutaln the nacuoH:r tor thea, and reaoTI as 
weh duplication ao pouibla. I agreed with l!aao and aoad 
hia to bri~ bact co19lete intor .. tion vith reepect to theoo 
other report• ao well as cop1eo of thea 1! poeelble. 

'!'he Purehaolng Board 1o OY1dentl7 anxl.ouo to cooporato 
as 1t Tolunt eorad to aend two M n to Waobingt on t o work with 
B&llantTU on the reporUng procedure lt 1t c:onld oecure cepho 
of cur anal:r••• . 

~· 

10.; 

< 
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Jlfl!OI!AND!ll! m! m SEC!!ETARI: 

13 
IIAY ~. 1940. 

Sb1pp1gg S1tuot1oD. 
The export cargo situation at New York, accor ding to 

statistics of the Association of American Railroads is practically 

t he same as last week. 

The number of cars of export freight unloaded during 

t:te first week in Kay averaged over 700 cars per day as compared 

wit~ an average for last month of 676 cars per working dey. 

Export freight awaiting lighterage aggregated 3357 cars on hand 

on l&ay 1st as compared with 3472 on Ka,y 6th. Business began 

to pick up t owar d the latter part of April and seems to be 

continuing. On Kay 8, export freight in storage in railroad 

terminals and warehouses was 4308 cars, with storage room available 

for 10, 302 cars . 

Loading of revenue freight for the week ended 1/ay 4th 

totaled 665 , 510 cars, the highest since Januar y 13th, according to 

reports filed by the r ailroads with the Association of American 

Railroads and made public today . This was an increase of 20,990 

cars from the preceding week this year, 93,485 more than the 

corresponding week in 1939 and 129, 361 over the same period two 

:rear s ago. This total was 102.94 per cent of average loadings 

for the corresponding week of the ten preceding years. Average 

car loadings for the ten-year period, 1930-39 were 646,502, based 

on the similar week each year. 

Grain in cars, elevators and barges at New York amounts 

to appr oximately 1,217, 000 bushels. Unloadings have shown a slight 

decrease this week. 

!lew York on Kay 8th. 

There were 147 ca.rs of Grein on hand at 
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There is very little actiTit)r in the e.xport grain 

market; the rate to Antwerp continuing at 75¢ per 100 lbs. 

A rate ot $25.50 per ton Kay, was reported this week, !rom the 

River Plate to Antwerp. 

The volume of business in the ocean freight charter 

market is not very active. Charterers continue to go slow 

due to unsettled ScandiJI.avian tonnage situation. Inquiry tor 

coal carriers continues IDOderatel.T act1Te. It was reported 

. ., .., 
'U\J 

t hat two vess els were closed !rom North Atlantic ports to Italy 

recently, one at $13.00 per ton, t he other $13. 50 . 

It is reported that another large order for shells is 

being negotiated that will require 40, 000 tons of steel. 

St eel production last week showed an advance of Ji points over 

the previous week, a proportion of which is attributable to the 

volume of steel going into export. 
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!.:ay lS , 1940. 

t'r. Sullivan: 

Thia morni,.; , while awt\iting the arrival or 4evoral peroons 
who woro to po.:rticipo.te in A oonforonco with members of the l aw 
l'ir.,a or Sullivan a.nd Cranwell , 48 \iall Stree t , llew York , !lew York, 
I •nt•ced >:r . Uorr!.J.J&rrel~ ,. a. member of thAt f!rm, in tho usual 
oonveraation , and , amons other aubjecta . ho roferrod to tho ~~r 
and tho rocent "bad news" ooncornlnc tho aame . 

lie stated thAt one thin;> ..-hlch troubled hi:n was the a ppo.rant 
IUp!rl ori~J or th~ Ge~ air terce an~ tho tact t~~t tho ~llios 
;"'d not {in hia opinion) su!'I icientl:,r increased their orders for 
~~orlc&n planes . He added that ho was in a poa1t1on to know 
.oiut roo.r ho spoko because a me;tbor or hio ort;a.ni ta.tion lnlS attorney 
for a puroh~sinb a~ent and was oono~ntly in touch with tho entire 
caatto r . He then explained that he was referring to Jean l:onnet., 

I inte rrupted to ask if all Allied purohasoa ~~r• not made 
throu~h ono individual and ho explained tl~t. it amounted to about 
th~t , llnt land and France each having their own purohasin~; acent 
bu'. tho }' ronch representative {I undorotood him t o say ) aloo o.ctod 
aa ooordin~tor and that they were oonst~ntly in oaomuni~ation so 
thn t oach k:ne•1r or the other's activity . 

l:r. De.rroll also ouppllcd tho info ...... tion that ne "'"-S per­
tOnAlly acquainted with tho French roprosontativo , Ur . Jean Uonnet , 
and th•t h~was , in tact , counsel for the firm of ~onnet and Uurnano , 
in which Ur . Connet !!D.d an interoat . I ip1orod the ~o of J.:onnet 
bu~ dhpla:,rod ·=· interest in tho naoe or t:urnano ' r oCI&r ldn;; tl>.at 
1t aoundod f&:1lliar to ae , and arter a acaent •s heaitatioa , I aslcod 
if , by an:,r chanc;e , he was tho individual I •e..,.d to idontl.f'y as 
ono forcerly connected with tho Intorca ticmal ~tch Corporation . 
"r . Darrell said ho .... undoubtedly tho caan I had in mind and that 
r:zy confusion coul d readily bo underotood because hio nlll:le -• often 
cen~ \onod in connection "~th tho Krueger ~ttor , and expl ained that 
inotoad of be ln;; directly interested in tho L'ltornational Match 
CorporAtion , ho was a me~bor or tho bo.nkin& firm of Leo Higginson 
"''d Coanpany , which handled most of tho finanoio.l transactions of 
tho rtt.tch Co:nplluy in A.t:lorico. . 

I continued the conversation by aaldng if this f i rm, in which 
:O'r . t:Urnane wu.s now interested , wae 1. aucoe:saor to the old Lee 
!li&jlinoon fi r t'l. liis reply was that tho firm hod no successor, and 
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;!r. Sulll van . 

tMt llr . Murnane was still en!;!Lt;Od in tho l1quidc.t ion of the ol d 
partne rship and ~uo "doing an excellent job of it", He expl ained 
fur ther thnt Ur . !Jurnane , in addition to his activities as 
liquidator of Loo Hi~;.;inson s.nd Cmpony , was ono;ar;od in an Inter­
oatio."l&l busi ness with :Jr . Uoanet and had been very auccesstul 1n 
thAt ento rpriao . 

In a.oamtr t o O.'.J query as t o 'A'hother this na a bro.ker&&e tir:n , 
;e roplied in t ho nobative and volunteered tho further infor=ation 
t'~t their a ctivi t ies wore Int ernat ional i n acope , prac~ically all 
o:· which •-ere be i."\5 conducted in f orelbft oount riee . He ata.ted 
that tho t !l"'ol !lad been quite successful in handling tinanchl mat­
tore ror persons interested in tranaaotlona in those countries 
~noae la•ta prohibited tho withd.ra\\'&1 or currency , such as Ge~ 
l~A ly, otc . Ro said that one or tho coat rocont largo transactions 
t•Ult proved protito.blo "'" • tho ealo or a<~>o ooc.l-minil!,;J!F~Ijci•• 
o~nod by certain Jo·Nish interests in Czoohoolovakie. e.nd t heir abil­
I ty to got the proceeds f r oo the sale out of Germany , that , of 
oourao , tho sale was mado in marka a.ndl"n ordor to ~et the proceoda 
out ot ~he country , it ~~s nocesaary to barter with persons in 
other c ount ries or with Gonae.ns who had 1ntereata outaide of 
UorcAny . When I displayed an interest in auoh accomplishmonta, he 
•,·:ant into c onaiderab l e detail aa t o how thoao barters or trades 
:ocot!mes occur , such a s hAvtn& ahlpa ~nd other articl e• built or 
coocodit!os purchased in Gergany tor outaide delive ry , poycent 
thereto~ bein.; ::-.ado in Gorcan,y with -.rke . 

I expressed s~e au,rprieo that a fira with a French nace would 
~•t with auch success in dealing with Gorcans bocau s8 or t he app&r­
·~~ feel ln& of hAtred in Gorcany &~;ainat Fronoh subjects . ~. 
:Jarre ll replied that tho firm novor .~ted under i.t!. cnm _::ane 
bu~ usu&lly in the ~W>os o!' ita er.tp'loyeu at o.t ione"d at tlio pr&ees 
of oper•t iona . ~no wvre of an unusually hi&h t)~· Bo said that 
tho recent transaction concerninG t ho aalo or C:oohoal ovukian coal 
properties ,..,.s handled t hrou&h o. prominent British laW'J§r , whose 
n&mo I undorstood to bo "Flick~ , and th~t ho , in turn , e~ployed tho 
h1t;ho nt typo of counse1 "1n Germany , and t ho.t thh M t hod was 
uaunll;~ follO'fted in e. ll important trtlnoaot i ons . 
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ur. sulli w.n. 

Note 1 Tho revenue a gent i n his report of January 30 , 
1939 , on the ca se of the partnerehip of Uonnet, UUrnane 
and Co o f or the year 1937 etatod thAt i ndividua la of ~ 
etanding wore in charge of tho offioee in London , Pt.rl o 
aDd shanghai . Tho namee or o0111e of thuo individual a o.ro 
t:O.&ot and strathallan in H01>11kong and Sban&hai , DT\IIIlmond 
in London, and Pierre Donia (Donnil) in Pt.rlo . 

At this point tho convor ao.tion - • interrupted by tho urivol 
of the others . 

lCJ 
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H.H.Jr: 

Operator: 

H.M.Jr: 

0 : 

!i. !I.Jr: 

Lord 
Lot hian: 

~ .!' .Jr: 

L: 

P. . l-! . Jr: 

L: 

H .l~ . Jr: 

L: 

H.M.Jr: 

L: 

L: 

H.M.Jr: 

L: 

Hello . 

Lord Lothian. 

Hello . 

~o ahead, please. 

Hello. 

Yes . 

Henr:r ~!orgenthau, Jr. 

x.:r 13, 194<> 
9:01 •••• 

~cod morning , Mr . !{or gent hau. 

How are ~u , sir' Lord Lothian , t he reason I ' m 
calling you is thie , There is eo much going on 
that arrects me that I wonder it your Government 
could send over here right away - - just -- it he 
only stayed here a week -- Sir Frederick Phillips. 

Whether he could send -- Whether they could send 
Ph1ll1ps overt 

Yes, it he just stayed here a week. 

Yes. 

There are eo many thinge that I think need smooth­
ing out between :rour Treaeur:r and myeelr. 

Yee . 

And 1t would be very helpful and - - to ae 
could come tor a week. 

1t he 

I ' ll-- I'll see to that at once. And it-- sup­
posing he can ' t come, is t here anybody else you 
would 11ket 

Well , t he only trouble ie he and I have gotten 
acquainted, you seet 

Can do vhatt 

. 1!0 
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11e 1 ve got ten acqua inted, you know. And he l s of 
sutf1c1ent impor tance over t her e t hat I do hoye 
th~ t the y oan s end h i m. I j ust don • t happen t o 
knotT anybody else t ha t • •.•• 

Ye o . 

And I do know S1r Freder1ok Ph1111ys ... . .• 

Ye s . 

•...•. a nd t here 1s so nuoh going on tha t 1 t t hey 
could let~~~ co~e ove~ f or a week •..•• 

.. 

I ' l l send t hat r eque s t s t r a1n'htawe.y , ~~r. :.:or gentr.au . 

liould you do t h a t? 

I' l l do t ha t t his mor n i ng . 

Thank you. 

All r1!!ht • 

Thank ~·ou . 
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May 13, 1911<> 
9:26 a.m. 

H.M.Jr: Hello . 

Operator: Senator ~laaa . 

H . ~.Jr: Hello . 

o: ~ ahead. 

!! . !~ . Jr: Hello. 

Carter 
Glasa : Hello , !!r. Secretary. 

!!. I! . Jr: How are :vout 

G: Fairly good, thank you . 

H.lf.Jr: senator, I had a little matter- I'd be glad to 
do 1t on t he phone or I ' d be glad to come and see 
you th1e af ternoon at your oonvenlence. Whi ch 1a 
eaaler tor you? 

G: Well, lib1chever you care. 

G: 

R.V. .Jr: 

G: 

H .!~ . Jr: 

G: 

H .J~ .Jr: 

G: 

Well, 1t 1 e 1n regard t o thla bill t ha t - - tor the 
R.F. O. Are you going to be 1n later thle atte~ 
noont 

Well, I have an engagement a t tlve o'clock. 

At your hotelt 

I oan manage to be here earlier, though, 1f you 
wantt 

At your hotelt 

Yee. 

At f1Te o' clock? 

Yea. 

Could I be there -- oome and eee you, say at a 
quarter to f1Te • • • •• • 

112 
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G: 

H. !·!. Jr : 

G: 

!l . !!.Jr: 

G: 

~ .'' . Jr: 

G: 

G: 

H.!!. Jr: 

Cl: 

H. ?'.Jr: 

G: 

~ .u .Jr: 

G: 

G: 
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Wel l • ... . . 

• ••••• or four-thirty. 

Better come earlier than that . 

Four-thirty? 

Yes. 

At four- thirty. 

Yes. 

I just don't think we ought to ~Ave any banking 
ler,ielat1on at this ti~e. 

\fell , I ' m not quite sure that we should have. 

I mean, it just -- it opens up the Whole thing, 
that• s all. 

I introduced t he bill by request. 

Yes. 
just 
t his 

Yes . 

And all -- I just think that -- well, I'm 
head- over-heels trying to be helytul on 
Euroyean situation. 

And I don't want to get into any f igbt now on 
banking legisl ation. 

All right. You come up and we 1 11 talk 1 t over. 

At four-thirtY' 

Yes . 

Thank you eo much. 

14.., 
J. v 

: 
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H. M.Jr : Hello . 

Operator : Hr. Helvering . Go ahead. 

May 13, 1911<> 
9:51 a . m. 

114 

!!.::.Jr: Hello. 

Gu:t 
Helverin~ : Hello . 

!!.•· .Jr: Guy, you•re going t o have to do thi s on t he phone 
because I' m getting ready t or a White Rouse meet­
i ng at eleven. 

H: That ' s terrible over t here. 

v.:: . Jr: What? 

'!: 

!!.•t.Jr: 

H: 

!!.H.Jr: 

::. !!.Jr: 

~ .H .Jr: 

~: 

~.!·t .Jr: 

!! : 

That's terrible over there , isn't it? 

Yeah. No , but-- can't you clear t his on t he phone' 

Yee. Well, here• s What I ' ve run i nto , !~r . Secretary. 
I ' m not getting so very muoh support fro m our o>m 
forces on this Annenberg thing. 

Yea. 

They haYe come up troo their two and a half mllllon 
to eix million. 

Yeah, t hat's :vour own starr. 

No , no , the t axpayer. 

Oh. 

And Which he wants to pay a mill i on dollar s ' cash 
and then get time on the payments. 

Yeah. 

Well, I ' m convinced i n my own mind he owes a great 
deal more tax t han t hat and I ' m convinced also or 
this tact, that he can't-- he can ' t really pay 
with vbat he ' s got vbat he actual ly owes . 

• • 

( 
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!! .v . Jr: 

:r .u. Jr: 
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H: 

!! : 
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!! .V . Jr: 

!! : 
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Oan •t he bor row it from the R.F. C., 

(Laughs ) Well, I don•t know. 

They've made stranger loans t han that over t here . 

Yeah, that's right. Now, --but there are some 
very questionable items ln there that will reduce 
that tax about a million dollars . 

Yeah . 

115 

But I ' m Just -- I ' m Just of t he opinion to go below 
eight three would Just be uncaut1oneble. 

\fell •. ... . 

But I ' d be will1n~ to reco mmend t hat with t he idea 
ot auataining t hat with a r easonable degree or 
accuracy. 

Eight three. 

Yaah . 

Now, walt ·a minute. 
Juat a minute . Walt 
are here, let me aak 

Yeah. 

Wait a minute. Bargain day, 
a minute, Foley and Sullivan 
the,. 

(!alke as i de to Foley and Sull ivan) Hello. 

Yeah . 

Foley and Sullivan say they'll go along on eight 
t hree. 

Yeah . 

o. !C.? 

Yea , I don't know whether t hey' l l otter t hat. 
They're cooing in again thiS afternoon. That' a 
What I think we ought to stand on and it not go 
to trial . 

I ' a with you. 
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All right . 

It would be a swell trial. 

All right. 

o. x. 
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O!)era tor: 

Su•mer 
':lellee : 

u.".Jr: 

t.i: 

:!.!' .Jr: 

~1 : 

W: 

W: 

~! : 

Hello . 

Go ahead. 

Good ~orning , Henry. 

Hello, Su::mer. 

May 13, l)llo 
10:05 • • ~. 

Henr )T , our ''in!ster in the HaPUe , George C-ordon, 
called -,e up about f1 ve o 1 clock this 'Mrn!ng. 

Yeah. 

The situation is break1n~ very rapidly. 

Yeah. 

And he had three mesea~ea that he wanted me to 

• 1 

~ · 

give the President at t he urgent request of t he 
Prime !!inister. One ot them rela ted to t he urgent 
request t hat before it was t oo late the governmental 
balances in this country be released to the Dutch 
Govern~ent . That, ot course , did not include an)' 
request with regard to private balances; solely 
governmental balances . 

Yeah . 

And the President as~ed ne to call you end tell 
you that he thought that ou~ht to be done i~.,ediatelr . 
I knew tha t you have been talking 1t over but I didn't 
know whether any decision had been reached ae yet. 

~o , because --there ' s no rush about 1t except in 
the mind or t he Hin18ter. 

\·/ell, this didn't -- thiS didn't come from t he 
1Hn1Ster here . It ' s from t he Prime Hinlster in 
the Hague. 

~lell , it's all so-- I mean , lt ' s -- ~;e can do it 
just as well lt we have t he legal authority -- we 
can do lt just as well tomorro~r or the next day, 
eee? I mean, I don't know why t hey're 1n such a 
sweat about 1t , but I ' ve been getting 
Gaston !a sitting here with ne -- it's just -- the 
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W: 

II: 

:!. '! .Jr: 

V: 

H . !-t . Jr: 

If: 

H .~ .Jr: 

'1: 

H. !! .Jr: 

V: 

H.~ .Jr: 

W: 

1!.!-!.Jr: 

W: 

R.!-! .Jr: 

V: 
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Dutch ~!lnieter has just been talldng to hi m and Berle 
called me up fifteen minutes ago about the same thing. 

Um- h.'ll. 

Give me a little time to talk it over With our own 
people . If we feel that by being slow that it means 
we can't do it, then I'll do 1t at once, Sumner, see' 

Yes, yes. 

If I find that I coul d do it just as weU a week from 
today, then g ive me a l i ttle tioe. 

~Y sure, Henry, I'm sim~ly talking to you at the 
request of t he President. I don't know t he praot1cal 
details involved. 

I don't either but they've been working on it all 
night. 

Yeah. 

But if -- I ' ll assure you t hat if by hesitating 
it means that tomorrow or a week from tomorrow 
I couldn't give them, I'll do it at once and take 
the chances. 

Yeah. 

If, on the other hand by taking my time and be eure 
that I ' m doing what i s legal, I want a little time. 

Yes. 

That• e fair enough, isn' t it' 

I understand, Henry. All right . 

Is that the main t hins' 

That ' s - - that's all, yes. 

Do you feel as blue about it as the Netherland' • 
!!1n1ster does' 

lfell, the details that our own Minister gave me at 
f ive this morning couldn' t have been worse. 
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I see. 

They are landing tranaport planes , the Germans are , 
in Rotterdam every minute, pouring 1n there. 

And trom the north they are oo~ing in and t hey have 
broken into the inner circle of fortifications, the 
Utrecht, Rotterdam, ~sterdam circle. 

I see. 

So it's a que stion ot a short t i oe, I should i magine. 

O, K. , 8UMer. 

All r ight , Henry. Th.ank you. 

Thank you . 
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H.l' .Jr: 

Operator: 

!!. " . Jr: 

:lenry A. 
lfallace : 

"· .. . 
H." .Jr: 

W: 

H. 'LJr: 

VI: 

't . t'.Jr: 

V: 

H.l: . Jr: 

W: 

W: 

V: 

Hello. 

Secretary liallace. 

Right . Hello . 

Hello . 

Hello , Henry. 

Yes • 

llorgenthau. 

May 13, l911o 
2:38p.m. 

120 

Henr y, ze lt e was in t his morning and we were talk­
ing over t his world pioture and our si t uation in 
t his count ry, and -- you s ee I ' ve been out or town 
all t he time sinoe t his last thing broke ••• •• 

Yeah . 

••• . •• and frankly I reel, or course , ae everybody 
does, greatly disturbed. Zeke had some i deas 1t 
seemed to me mi ght have some merit. I wondered i f 
you would care to t alk t o him and me. 

Well , yea, as soon ae I get a breathing spell , but 
I ' m just sunk today, Henry. 

or course you are. 

Gtve me a l ittle time and I ' ll call you and when 
1 t•a convenient for you I'd like t o get t ogether. 

Well , that' ll be just fine. 

Delight ed to. 

Or would you do me t he honor or ooming over to lunch 
one or t hese noonet 

Sure , love to. 

How are you fixed for t omorrow noont 
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\1el1. , I've go t t his - - thi e Arm:v t hing I' m working 
t or the President on , Army budge t r or some reason 
or ot her. 

Yeah. How would Wedneoday noon do? 

l-ledneaday woul d be all right . 

I-I ell, that •11 be nne . L"t 1 s J'lM on Wedneoday 
a t one o ' clock then. 

Jus t a s econd. 
(Brier pause) 

Let " e look at ~Y calender. 
\ledneeda:v ie all rig!t t . 

All right. Fine. 

Be del1g.'l ted to. 

That ' ll be tine. 

One o 'clock? 

One o ' c lock 11edne sday • 

12J. 
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!!,l·!.Jr: 

Operator: 

H. •• .Jr: 

0: 

H. , •• Jr: 

Lord 
Lothi an : 

P. •· . Jr : 

L: 

L: 

L: 

u.· '.Jr: 

L: 

H.V. Jr: 

I ' ~. 

~.".Jr: 

Hello. 

Lord Lothian. 

Hello . 

Go ahead. 

Hello, ~r . A~baseador. 

Yes. 

May 13, 194o 
3:32 p.o. 

I don't want you to give up vour dinner tonight. 

Oh, no, that ' s quite-- I've settled t hat all 
r1ght, Hr. !·!orgenthau . 

tlell, I'm sorry. 

tlell , I mean, I know ho~1 busy you are these days , 
these other thin~s don ' t count stall. 

~fell, I -- I f eel badly. 

Don't do t hat, really, becauee r •ve simply arranged 
to go around afterwards, that 1 s the Ruoanian 
H1n1ster and have -- I went t o have a talk to hio. 
I was going right after dinner. 

Uy trouble -- I've been -- I ' m Just desperate on 
ti~e and I've got to go back to the White House 
at five and I don't know when I ' ll get back. 

~u1te. Don't-- don ' t ~1ve it a thought , l{r. 
!{orgen - - Secretary. I ' ll go -- I ' ll be there 
at eight forty-five. I ' ll have a bite beforehand 
end I'll go &rOUDI and see the Minister afterwards, 
That ' s a l l fixed up already. So that ' s -- that•e 
perfectly all right. 

lfell , would you come and have a bite with us? 

~fell , a very small bite. Whet tlmet 

Seven-thirty and t hen you could leave right after­
wards . 
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\lell , that•e very nice of ;vou, Mr. Secretary. Are 
;vou sure that •• . ••• 

Just my wi fe and myself. 

Are you sure that ' s convenient? 

\•/e • d love to have ;vou. 

~/ell t hen I • d love that very muoh . I 1 11 come then 
a t seven-thirty. 

At &even-thirty and t hen you can leave right after­
varas . 

That ' s r ight , yes. 

Becauae •••.•• 

Thank :vou a lot. 

Thank ;vou. 

"oodbye . 
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H •• , . Jr: Hello. 

l~ay 13, 194o 
5:05 p .m. 

Henry Stea-
~all: All right. How are you? 

:: . ·• . Jr: 

S: 

tf . !· .Jr: 

S: 

H. ,' . Jr: 

S: 

H •• , . Jr: 

S: 

H. " . Jr: 

S: 

S: 

S: 

!i .... Jr: 

S: 

l!y heartiest congratulations. 

Thank you, s ir. Thank you . 

You made a magnificent run. 

I escaped with my lite . 

I~ ell, it •.••.. 

Didn ' t do enough to brag about . 

•••. . • sort ot teach them a lesson. 

I 've ~ot a little more than I've been getting. I've 
got about 6 , 000 majority, Which i s pretty good in 
my district. 

Well , it shows what t he people think of you. 

Good considering that I didn't make a campaign and 
I had a hard campaign made against me. Outoanvassed 
end everything. 

I know • ••.• 

Feel pretty good about it. 

\fell , ;vou have every r eason. I ' m proud of you. 

Thank you , sir. !!1r>hty sweet of you to say t hat. 
You want to be heard -- any ot your peo:ole heard 
on t his little bi ll down here? 

~lell , I tell you how I 1'eel. ! 1' somebody ca.n -- 11' 
you want somebody t o go up there would it be all 
right it Preston Delano and Foley came? 

Tbst would be all right. 
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What' 

Anybody you want . 

Well , I 
go up. 
want it 

t hink I ' d let Preeton Delano and Ed Foley 
I tell you, one ot the reasons , I don 't 
to seem as though it was a feud, see? 

I t hink you 're entirely right about that and I 
think your -- :vour ))lan U ver y good. It may be 
tha t we can work it out some kind or way to kind 
ot -- there ' s not enough invol ved in t hat -- dif­
ference there t o have it advert i sed around here 
t hat we ' ve got a quarre l on. 

You know, Jesse is a tine tellov and tor him to 
stoop to t his little aturr isn' t l ike Jesse, you 
know. 

Well, I can ·understand how he ' d r a t her not be 
bothered with having to-- as a matter or detail 
how i t coul d be simplifi ed t o some extent. 

Well • •. • • 

But I don ' t understand how he' d care enough about 
i t t o have any question about it. 

~ell , that ' s t he way I feel and we' ve been doing it 
this way since 1 33 and i t I audden.ly came up there 
and said , 1 Mow look, Congreeemen , I wan t to intro­
duce a bank-holding bill tomorrow.• P.ere it ia t he 
middle o r Kay, you know -- or some thing like t hat . 
And t bere are a lot ot t hings in bank l egislation 
that baa nothing to do with t his bi ll. 

Yea . Now I tell you, I don ' t know but what your 
dec i sion 1s a nice way t o handle t hat . I don't 
l i ke t o t hrow i t around here t hat we ' re quarreling 
amongst ourselves over 8ome petty stuff. 

Well • • • • • 

I ' m glad you reel that vay about 1t. 

All ve do 1e t o g1ve t he Republ icans ammunition. 

I know it. Well , I ' m ~ing t o tell t he Com~ittee 
What you said to me about t hat. 
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Good. And •..•. 

I t h ink - - I think t hey ' ll a-preciate your viewpoint. 

You see , Jesse shot too test on this t h ing. I t 
didn 't clear through the Budget, you ~now . 

Yes . 

And he should have ~ven t he Direct or o! the Budget 
a chance and given ne a chance . 

Yes . 

!:o>I, he ca:ne over here and showed us the bill and 
1:e had !:lur report ready Wednesday, and he dro:;>ped 
th~s thi ng 1n the hopper Tuesday ni~~t. 

'Th- huh. 

Ho>r thllt's a little bit too fast , you kno>r . And it 
he ' d have g iven us t i me we could have ironed it 
out in the ot:!'1ce ot the director of the Budget . 

Hell , you let those gentlemen be down here 1n t?1e 
~orning a~d -- where I can get them if I need theo, 
and if you want t hen to a~ear -- I -- I guess 
•:r. Jones will be baclt to::~orrow J)robably, or J)Ut 
UJ' 'Claude P.a~ilton . He di dn 't qui t e f i nish the 
exolanation or the .••• •• 

tlell. .. .• • 

• .• . . . technical orovisions or the bill, but you have 
>lhoever you >tant. down here tomorrow. 

I ' m on call -- i f you give ne a rin~ I ' ll cooe 
huAtli ng up there, but I don ' t want it t o seem 
l i ke an adminietrAtion tight i nside •.•.•• 

No , I don't blame you . I think the o ther way is 
a good way to do it , and ••••• 

But it you change your nind , I ' m here . 

Al l ri~t. All right. 

• \) 
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Now, While I've got you on the ~hone. Bo~etime, 
if I could talk to you about this housing bill, 
I'm very much i nterested in that , 

12t 

~/ell now list en, let me tell you. I'm interested 
too now and I ' ve got my sleeves rolled up to work 
at that and we ' re in confu~ion about it. I ' d love 
to talk with you at length about it, but here 1 s 
what happened. We made a mistake, which I knew 
darn well when we were making it, but the bose 
said do it and of oouree I did it. I first told 
him What I thought about it. We all knew ~e were 
going to lose the fight on that rule . 

Yes. 

And it vas a mistake to take it up, because put t he 
boys on record. They voted us down. Now, we've 
got to do something to save t he ir darn faces. 

Yeah. 

And some of t hem want to save their other ends , 
and are going to be wanting more than that before 
they ' re through with it. 

Ye&h . 

But I ' ve bad them over and over here together. We ' ve 
got this young fellow from Tennessee , who is 1n 
Cordell Hul l ' s d1etriot, by ~lly ••••• 

I know. 

••••• Who made a mean t ight against us and then we ' ve 
got another boy from Okl&homa, Who 1s just a kind -­
a peach of a boy all right, but a little conservative 
about everyt hing. We ' ve gotten the thing smoothed 
out exoe~t those two men. 

Yeah. 

Now, we ' re in this situation. Cox, who was against 
us t he other time and thought it vas ora~y that 
I had mentioned rule boueing in the bill, I did 
that and knew we wer e having trouble with the bill, 
and I put i t in there partly because I thought it 

.. 
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would get votes on bot h ends or t he thing, you know, 
urbnn and rural . 

YePh. 

So Gene asked me when I was before the Rules 
Con"li ttee. 

Yeah. 

Of cour se he said , "I don't nean to be unki nd in 
"lY attitude abou t th1e b i ll but l ' o sure the ~entle­
"lan doesn ' t t~1nk there ' ll ever be sue~ t h ing-as 
rural hous i ng in his section or the c ountry or 
n ine udder this bill ." I said , 1 L1sten C~ne , you ' l l 
have a rural housin~ ~reject in your district before 
you go out or Congress .• 

Yeah . 

1·/el l , by ~Jolly , he ' s got one started already. 

Wonderful! 

And now he 1s enthusias t ic . 

\/ell , >~hPt do you k now about t ha t . 

But he wants us t o save the face or these fellows 
1n the House by a bunch o f amendment s , ~~1ch we 
can do and no t ruin the bi ll. 

Ypa.'l . 

But he says now bef ore we get a rule he wants t hese 
bovs on our side of the oomnittee all to agree to 
go' along so t hat t here w11.1 !le no dan:;:er or de test­
in<: the bill. 

I see. 

Hell , 
going 
fight 

Yeah. 

11" 
to 
i t 

the se boys wanted me t o go along, we 're 
have t o t ake a r uling and go in there and 
out anyhow. 

T~at•s what we ' re going t o have t o do • 

• 

v 
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Well nov ••••••• 

And t hese -- I had t he President talk to these 
boys and I understand one ot them ie all right, 
I'm going to see t hem both in the morning and I'm 
going to know in the next 24 hours where we are and 
I'll t alk t o you again about it. 

Nov, may I • • •... 

I may give you some work t o do . 

Wel l, I 1m ready. Nov let r.u1 tell -- dld you know 
that I •ve talked to S8lll Rayburnt 

Yea . 

And did Sam tell you t hat it you get the bill out 
he ' ll :pass it? 

\fell, Sam -- Sam' s t ully convinced. r talked vi th 
Sam. 

I mean, t hat 's just • • • • • 

any doubts you know about the pol1 tioe 
ot this thi ng. Ye oan•t back ott that program on 
the eve ot election, ~ou know. 

Yell , Sam did me the kindness to oome down here 
and talk to me. 

Yeah , he' s all right . 

And Sam says it you'll ge t t he bill out he'll :pan 
it eo fast you won ' t be able to eee it. 

Yeah. Well listen, Mr. Secretary, I t hink we can 
peen the bill over t he opposition ot t hese boys , and 
I think that' s what we ' re going t o have to do. But 
here ' s the story. The Bill doesn ' t have to be gotten 
out . It •& already on t he calendar ot the Roue, . 

They merely voted down the rule. We ' ve got t o have 
another rule, see? There '• where we are. 
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'l . l~ . Jr: tfell, just reme.,ber I'm at your eerv1oe . 

5: Thank you, sir, and I may give you some work to do. 

HaH.·Jr : I t will be a J)leReure. 

s: Thank you. Goodbye . 

.. 
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TO 

roo" 

TREASURY DEPA RTMENT 

INTER OI'FlCI: CONioCUNICATlON 

Socretar'T lforcatlwl 

Mr. Coobru 

C.ONF'IDENTJAL 

j 3.L 

After openl~ at a lowv lnel, ahrllac 110'1"14 ..-raUoall7 b. a \b.1a 
aarlcet tod.q. Tbe tll'at quotaU"" ,.. ) . 19, 110ra tllaA ..U. conh l...,.r t11aa 
the clool.llc rota "" 8atlll'dq. 1-ecliateJ.T atter tho open1.JIC H tell to ).15, 
&lid. then aOYed quicl<l7 vp to J.ZJ. A veellar tlll4~ wa 1A nW.cco <lll.rlAc 
the attaruoon aD4 U... cloaiJI« quot&Uoa tor aterllAc wa ).16. 

Sclao ot ~pot aterllAc b7 tha aix raportlAc bOllll::a totaled 1629,000, troa 
the toUoviDC eoarcea: 

!7 co..,erclal coDCerna . •....••......• . ..........••....•.• •.••• 1015),000 
!7 torelcn bOllll::a (JUrope &ll4 Iear laat) •• ...••• •••... . ...•.••• ~376,ooo 

!otal . .• •.•• ~529.000 

Purchaeae ot ~pot eterl1DC aaounted to 1016),000, ae lDdloated below: 

!1 co-rclal concerns . . .•.. . . . . ... ......•.... ....•• .•..•.•••. 10124,000 
!1 toralcn beDb (rar last, JUropa &ll4 South Jaorlca) ......... ~ p •ooo 

!otal • • . ••• • I01 3,000 

rho Ir-riJic !ruat c..paiiT reported that 1t hod eold cotton billa totcli.Jic 
U 2,000 to tha lrlUah Coatrol on U... baab ot tha ottlcial rata ot 4.02-1/2. 

rho llellk ot llallhaUan reported that U hod purchaaed ~ ,000 ter ~p~t 
4eUrol7 troa t ha lritiob. Coatrol at 4 .0)-1/2. !he tuM.a v1ll be uaad. to 
P&T tor a ahlpaant at "lllllaq. 

Dwclopacta 1A tha other t.portaat currlllClaa were ae toUova: 

!f'ha Iaw ToJ'k b&Dka coatimud to qoaoto J'rcch tranca on tha baala ot 
a atarl~renc cross rata ot 176.110 tranca par po11114. !ha cloaiDC qao­
tatloa tor that CUl'r&llC7 to4a;r wa .0179. 

!f'hore ware no quotailoao 11.,... tor tha Du.toh pil4er &ll4 t he baJ4a, 

!rho llvioo traac conUJID&d to 4.ol lao to4a;r, touohlAc a l ow ot ,2220 
at tho clooo. 

!f'ho cloaiDC dloooaat tor tha OoMoU.u 4ollar w o 1~. 

rho rol~ -""' ott to a low ot .IIOoo at the clo ... 
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Yo purwoed $10,000,000 I.A colA tro• tu Mraarlted accouat at tiM 
BdJt of J'reACI • 

'l'ho Jedoral llooorn BeDk ot Jew York reported tbe.t the llulc ot llllla4 
,_41 the follovtac eh1J11111lh of colA fro. JID&1&1111., which vero colldped to 
the l'ederall 

,000 to bo ~ked for tho accouat ot tu Balli< of lzt¢1 •nd. 
tc be ~ked tor tu accOIUlt ot the Mu laUCilal Belli<. 
!otal 

'l'ho Bc>abq opot oUnr quotation worked out to the oqui~-t ot 43.261, 
up 1/41. 

Spot oUYor 1D Loll4on rooe 3/164 to 'ZJ.-3/164. !ha fo!WM prlco, tiu4 
ot 21-1/164, ohovod. a pill ot 1/114. !ho Ullited haho oqui~lllto vero 
31.321 aD4 J0.76f. 

l!aD4T aDd. aaz.a..•o oettlealllt price for fcrolp oUYer vao qMho'!l'l4 at 
34-3/4f. 'l'ho ! roa1Ur71 o purchaoo price tor forelp ollYor vao aloo vpahne-od 

at 35;. 

Yo lllldo olcht purchaooo of ollYir total1DC 4o},423 oUilCoo Wider the 
SllYOr Purchaoo Act. ot thlo •OIUlt, 150,000 OUilCOO repreocted ealot fro• 
1nYentoJ7, 60,907 OUilceo con.ohted ot DIY pro4uotloll offered to uo on a 
apot buh, a4 tu r-"'"'« 192,516 ovncoo voro IllY pro4uctloll fro8 
foro1p coUiltrloo, for to..- 4ol1Yorr. 

CON F I DC:: NTIAL 
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STRI CTLY CONFIDEN TIAL 
TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

DATE l'.&y 1}, 1940 

TO Secre tary •tor~nthau 

FRO!rl4 r.tr. Coob.ran 

Cbnlrmnn Eccles of the Board of Govornor o of tho Yodoral Reserve S:yotoo 
t elephoned !:r. Oaaton 1 a office at 11 • ' ·:lock tbh forenoon. I was present 
Md l!r. G~oton aokod Y.r. :!:ccloe to tlllk with ae. Hr. Ecelea atatod that up 
u.•tll to~ the ?edoral S:yotel:l had not been purchaeing aD¥ Government aecurl­
t lea . 1he =ax~et ho4 declined ao=evbat on Fr l da;y add Saturda:y, but t horo had 
~ten outol~e bu11ng, and none of the doalero aade an;y ott ers to the Federal. 
:'~• ,_.,.;,et ""' auttlclontJ.;r ordorl :y not t o juotl!;y tJD¥ Intervention by tho 
?e~ore.l . 

Thto !:lOrain~ t ho :i'odoral baa boon obaervl~ tluo market on the b&sle of 
the lonseot loauo, tho 6o-6; bondo, which opened at 105.30/}2. The oarket 
vori<oli down one-hal! polllt after a short Interval. '!'here ...,re practlcdll:y no 
lrJYero. Ot!e ro ...,r e not heavy. It wae poulble t hat t heae wro being l!ll!4o 
In the wa;y of teoloro. :But attar tluo oarlcot had gone ott about one- bolt 
point In the tlr ot hour, the Federal thought Intervention was In thooo clrcum­
•t~coa doolr ablo. Such Intervention hna boon mndo through operating through 
only one dealer, and no bids hnve been pl . .cod In tho market. The Syetom dld 
not 1~t an;y public etatement made a t thlo time. The:y thought thle mi ght bo 
nn lnvltntlon to tho market. So f or a t lonst t hl o morning, tho Federal Syatom 
it try!n,; out t bia plan or purchn.llng through one dealer, with ae ouch ca:oou.­
na;:e ... ponlble, and endeavoring to prtTent aD¥ publ1clt:y. 

!:r . ;:.:cleo oaid t hat the Executive Co01111ttee or tbo Open ll&rll:et Cocolt tee 
felt that , ao a C3ttor of ~ollcy, tho:y ahould let the ~kot work down. but 
n)t be:oco panicq. The idea 1o to lceep purchll ... a omll, but to lncreaoo bu:r­
lnc _. prieta decline. Tbls, :!:cclea felt, ahould tend to otabll i••· 

7hore lo not a panic such ao t ner e val laot Soptogber. Eecloo felt that 
a :lotalo:o had beta made In Soptel!lbtr of buying too much at first and t hen vltb­
!rnv!ns t oo ooon. Tho policy nov ohould bo t o glvo outolde bujoro a chance to 
co"e In , bu~ !or the Federal to bu7 enough to keep tho ""rkot froc brealo:lll(; 
open . 

At t he tl"'e ~tr. l!colos opoke to mo t he purchase• b:r the Federal had roached 
3~. 000, Tbo Syotom vao leaving dloc ro tlonary pover ln the bnnda of tho ~ew 

Yor;c 3MJ:. There ho4 been no call !rooo tho :B&.nlc tor fUrther lnotructlons , vh!ch 
led ~ccloo to believe that the marke t vaa not port l oularl:r active. In t blo con­
nect ion, Zccloo ot&t ed that tho:y would prefer to have t ho Troaeur:v co~lcate 
vl:h the Board ln Yaohl~on if any lnotructlono or advice io to be given on tho 
:at ter or open carket operations. 
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l(r. :EcclOI Hmhd.ed 1118 that lut Aut....., the Tre&aur7 bad oo,.. of lta 
0.,. t\m40 to lnnot. He oucgeoted that 1f VI ban NJ:T at thlo ti•e t hat 
tbe r od.eral co aloDC ao heret ofore and be rooponolble for loold.ng after 
t be e~~rlcet, but glTo the 'l're&aur7 &II option at tho clooe of buolneoo on en:r 
18curlt1oo vhlch the S;rotem bad bought and that the 'l'reaeur;r might care to 
toke over for Ito OVII portfolio. Shortly after !celeo had opoke n with ••· 
tbe Socret&rT t elephoned me that he aloe b.o4 b.o4 a eonnreation with Eecleo, 
~• bod a t l<ed :Ecclea to lcoop In t ouch with me In r egard to the market, The 
Secretary aloe aelcod me to proTide a memoranclWII of our con•eroatlono with 
Zcclot, and t o oubmlt to t he Secretary &!tor l unch a otate110nt u to lnTOot­
unt tlm4o anllnbl e In the Treaour;r, 

l!r. l!a4111 , after conoultlll;lon with l!r, l!a!felflnger, hao proTided me 
yitb t be ! ollowiDC otatement at 12 noon t~: 

.bailable !undo for lnnttmento lnclub $4,000,000 cub for 
Ponal SaTingo vhlch could be wt&d lzaedlatel;r. 

In addition to t hlo caoh aT&Ilable, Pott al Savlr.co holdo 
$96 , 500 , 000 ~ opeclal no,teo which could be redeemed IU!d the 
1\uldt uood ln tho marl:et. .llso, J'. D. I, 0. hnt S7l,OOO ,OOO ot 
tho special 2o, part of vhlcb might bo redeemed and tba !undo 
Ulld . 

~bi t gives a t otal o! $4,000,000 eaoh readi lY available ~ 
i l b7 .00Q.QOQ In opec1a1 2o vblcb could be uoed If neceosar;r. 

So t ar todaT, Yederal Reoerre bao purebaood outrl5ht 
$500, 000 long hondo and baa aade a owltcb of $450,000 troa ohort 
Into longer bolldo, 0 

• l 
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G!lOOP lo&li>'TDIO 11&7 13' 1960 
9 a30 a .m. 

Preeentl Mr. Young 
Gaston 
'l'bompsoo 
White 
Sullivan 
Foley 
Sch1ran 
Cocbrfln 
Klotz 

Mr. 
Mr. 
Mr. 
Mr. 
Mr . 
lolr . 
Mr. 
Mrs 

R. N. Jr: 'nl1a :rouns Wilmerding, I would like you to 
find out who h e is working tor and what h e 
1a doing and is he available tor anything 
else. 

Thompson: I think he 1a. He is working for EdlU.e Bar­
telt , but I think we coul d make him available. 

H.M.J rr Well , find out wha t he 111 doing and how lllllch 
he gets paid and out or ~at tund, will JOU, 
please? How are you feeling? 

Thompaona Pretty good. 

H. loi . Jrr A:rly bettert 

'Ihcmpson: Not aa well a a I wruld 11lce to be. 

H .~ .Jr: An7 bettert 

'l'hoclpa a:u 

R.!!.Jrr 

'l'hanpson 1 

I!.M. Jrr 

Not yet. I get new glasaea today. Maybe that 
will h elp me. 

Are ,ou going to have them p1nkf 

What elaeT 

Nothing alae. 

Harryf I asked Lord Lothian to have S1r Frederick 
Phill i,p s over here this morning. He informed 
the State Department. Berle Just t elephoned that 
the Netherlands Minister phoned hia at 2 100 o ' clock 
that the Dutch troops were ellhauated and the Oar­
mana were taking the Zuider Zea and that it iuat 
n an ' t even worth bum1ng up tha a tuff. Ber a 
aaya h e doesn• t think it ia naarl 7 aa bad a a that. 

Regraded Uclassified



Schwarz : 

F. .U.Jr: 

Schwarz : 

H.U. Jr: 

Schwnr:: 1 

H.l! . Jr: 

- 2 -

He says they have just taken that part or 
Holland which they couldn't defend anyway, 
but be sent the stuff out and be said he 
would send 1t to me and did I have any idea 
ot what •re could do and I said no , the rest 
was up to them. 

You (Schwarz) have got to be awfully careful 
now What you tell. I am letting you s it in, 
but don ' t go talking to the press, s ee . I 
don't want you to say tha t you don't know What 
I ao doing, see, I mean, i f there are any 
doubts , you bad better ask e ither Caston o r 
,.,e wba t you can or cannot tell . 

It i s the usual r outine. 

Is press at 3 : 00 todayT 

Yee . 

I would just as lief have it at 3;00. 

l'ine, They are expecting to cane at 3 : 00. 

Do you expect to confine yourself to one or two 
topi c s , or would you l1lce sort of an agenda to 
d hcwoa with themf 

The -in thing I want 1a this question or wee.kly 
inventory. This whole question of Alllerican 
s ecurities and all t he rest of the sturr. flby 
wait until midnigllt with the •in bank of Am-
a terdam burning t o come t o my bouse like they 
cUd last nigllt and t r y to get this thing straigllt ­
ened outT We bad a two and a half hour meeting 
lae t n1gtlt a t the bouse . I said something about 
Belgi\1111 and Berle s a ys , " I don ' t know, " but if 
the EngliSh have go t the securi ties why don't 
they sand them over here now anti not -1t until 
t he night before the Dank of England is bumi .ng. 
The principal question 1e this question of 
inventory. I want a net posi t ion each week , 
Harry, tree s terling - until they make up their 
mind you will have ample time to talk to -
abou t 1t, 

Regraded Uclassified



( 

'lih1t~ I 

Young: 

E. V. Jr : 

r . ~· . Jr : 

Young: 
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H . I~. J r: 
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Y.'hite 1 

H.t: . Jr: 

All right . 

Phil? 

- 3 -

You asked me to remind you this morning in 
r espect to the new routine or Collins making 
a request through Haas t o New York . 

I told George myself When he wont up t here, 
no more Collins stuff. Do you think I ought 
to tell him thatt I d on 1 t t hink it is neces­
sary. 

~le can let i t go and see what happe ns . 

I f you t~~nk I had better t ell him, I will tell 
him. I am in no mood for any fooling. 

Le t 's try it out for a week and see how it works. 

Make a no t e , will you, Phil, what I woul d l i ke 
prior to the first o f April is the amount of 
mon&}' that the English have put into engine 
plants by companies for cons truction, for training 
men, and for any tax purposes , whatever the break­
downs are, you see , by companies. And then since 
the firs t of April , how much, you see. 

The French, tooT 

Yea, Bnglish and French. 

That is a cumulative f igure as of t he first of 
April and a separate figure sin ce April! 

Yea . 

lie are still, as far as I am concerned, not getting 
any figures as to expenditures by other than these 
British and French accounts . I don ' t know vmether 
you intended to get - -

It ie unimportant for t he time being, Harry. Then 
what I want is , you (Young) m1~t call up General 
Brett direct t o:• me, can General Brett tell me 
h ow many engines of a t housand horsepower and over 
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Young r 

H.J: . Jrr 

Caston: 

H.!.: ,Jrr 

F, J,t, Jrr 

Cochranr 

E . !~ . J rr 

Foleyr 

-. -
does he thinlc , the we:y the ordsrs stand todQ1 , 
the English and our own, that these three engine 
factories will be able to produce by January. 
In J1111uary, how many engines of a thousand 
horsepower or over does he think by January, '41 , 
these companies will be able to produce, you see, 
I would like him to do thu t for me , see . 

R1gbt. 

And toll him that i1' - as t he picture changes, 
coul d he let me have 1t a s i t exists today e.nd 
t h en if the re are any changes , would he bring 
it up to date , I f he needs any help on that 
f roc our end, we woulc! be glad to give it to 
him. Jallll.ary l , bow many engines of a thousand 
h orsepower and over can thes e companies produce, 
both for our own needs and - total production. 
Pratt and Whitney, Curtiu- VIright, and t l:e other 
one . 

Herbert, what about that six million dollars they 
transferred? 

I didn't know about it, 

There was six million dol lar s transferred last 
week to the Federal Reserve and he was to have 
rousnly ~130,000 a month. 

That was only when Amsterdam fell, Mr. Secretary, 
He couldn't touch that until Amsterdam had fallen 
and he bad gotten word either f rom the foreisn 
mini s tar there or the minister in London that 
Amsterdam bad fallen . 

I didn't know that clauee was 1n there. Oeorge 
Harrison didn't tell me, 

Serle just mentioned on the phone to me thia 
thing of a general license for --

But George Harrison read the cable to me over 
the telephone and --

That is what the 111n1ster said to us , llr. Secretary. 

• 
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I wn going to put ~ Upham in charge of this 
forei gn exchange thing, just borrow him and 
put him in charge of the whole thing so we 
have one extra spoke to our wheel , He has had 
four years of experience in foreign exchange 
and I have got to h ave s omebody, Gaston has 
to pinch-hit on it when Bell 1a sick , and ao 
forth ond eo on , so I am bringing ~ up and I 
am gp1ng to put h1m in charge of the whole 
works so that we have an extra mn, you see. 
It will take h illl a couple or days t o get used 
to it , but ~ worked 1n the f oreign exchange 
of the National City for f ou r 7eara, did you 
know thatt 

No , I didn ' t. 

Besides that , he i s an attorney and I have per­
sonal confidence 1n him, but we need somebody 
else. I mean, we need more people around here. 

Have you (Schwarz) got thatT 

Yea , air. 

Any thine; else? 

No, sir. 

General. Marahal.l is coming i n alme a t 10: 15 . 

Mr. Helver1ng i s do~ hare. 

Yea . 

Do y ou want to say anything a bout the nature of 
itT 

No. Don't tell an,.body he ia here unless they 
see him and if t hey aee him, it is up to him 
to say wba t he 1a here for . 

Same thing on Si r Frederick PhillipaT 

He has got to come over h ere f1 ret, We don't 
even know h e 1 a ccming. '!ha t would also be 
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tho British Embassy. First , they have to say 
he is comi~ and if anybody &ees General Ma rshall 
h are , it i s up to him to say why he is here . He 
was here Saturday for t wo hours and nobody saw 
h i m. Did you know that? 

Schwarz : No . 

;~ . : . Jr: 

l"~~te : 

i! . !I . J r: 

"','hi te : 

Cochran : 

;r . r . Jr: 

Cocht·an : 

E, J:, Jr : 

He was h ere f or two hours !laturday. Let Marshall 
do his o•.n explaining. 

I r.onder if there mi ght be a good story ready 
•:hen Phillips ccoes over that m1sht be interpreted 
as laying t he groundwork for a possible credtt . 
It will ge t a lot of guesswork and publicity, 
so there s hould b e a good excuse ready. 

Work one out. The best excuse in the ~orld ia 
I am n ot satisfied with the informati on I am 
getti ng on the money spent here and I he.ve sent 
for him and I want him to put it al l together. 

I think that is a good s tory. 

That is t he f act , that I can ' t get it. They have 
got soce o f it in canada , so:ne of lt here and 
some in London, 81\d I want the top can in the 
':'roasury to cone over here and put the pi e ces 
together. 

I have the text of Uof !att 12 memorandum on ttat 
conversa t i on . I d1dn 1 t know .mot her you wanted 
to keep that or not. 

l"obere did you get thia from? 

I phoned 3erle 1 s office . You .,, anted me to phone 
and get a copy of tho messages whi ch they sent. 
They gave me this because Moffat t had just brought 
i t down and they are sending o ver th e others . 

Mr. Berle brou£ht up tho pointe, as I say, of 
these general licenses for t he Dutch and also 
for llorr.ay. 

Well, I am awfully buor today. 
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I asked about Matthews 
the State Department. 
Govemment bondaf 

and he asked me to phone 
Did you gat a report on 

Incidentall7, 70u can t e ll lfl1 ver.,. good friend , 
luo. Danny Bell, unless h e proves to me otherwise 
that I think it i s a bsolutel7 on hia ahop that 
that message never went over to the President 
of the United States about that laat pa:yment 
of two hundred and some odd thousand dollars 
on the Finnish loan which they told us to hold 
1n suspense and which we were auppoaed to get 
legislation and aa far as I can find out we have 
never got any legislation and we never did any­
thing about the Finnish d ebt and t hat ia ab­
aolutel7 on Dan, unless he can prove it ia on 
some lawyer or somebody. 

I went over the tile. 

It ia abaolutel7 on Dan. I can ' t do ever.,.thing 
that I am - he waa told to t:ix that thing up. 
It waa up to him to prepare the legi s lation and 
to go over t here with the whole thing and there 
must be a lot of stuff. 

There i a , yee, there ia a great t ile on it. '!he 
tile indicates that in view of the legislation 
authorizing loans from the Export-Import Bank 
that thia other thing waa dropped. 'lbat ia the 
wa7 i t atanda. I have it all dratted. 

Well, dig it out and ait down on it with Foley, 
will you, and with Cochran, beoause I feel ver.,. 
much embarra.ssed on this whole thing, becauae 
just tortunatel7 the7 have no follow-up •'1'tem 
at the White House , but it the7 did I can't aa7 
Da.n forgot about it. I am going on the t heor.,. 
he did. It ia absolutal 7 on hilll, a a I aa7, un­
leaa be can ac.y h e gave it to Foley or Sull ivan 
or aomabod7 and the7 tell down, but let ' • pick 
it up and at least go throush the 1110t1ona ot 
sending it over there. I th.iDk it ia terrible. 

I talked to Dan about i t laat night. 

141 
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Just bacau.s e these fellows put up a good fight -
you apeak to Dan about it . 

Yes . lie said he understood that in vi ew of the 
l ec i s lation passed tho Matter was dropped and 
tho Sta te Department people refUsed to go along 
with 1t . 

I would like to get tho letter off and signed. 
It is just today everybody ia excited about 
rubber and t in. I wrote a letter recom-~nding 
the t they s pend 95 million dollars , either 90 or 
95 million dollars 1n cash. Did )'OU know about 
that? Get that letter out of the Budget office, 
will you, sbor.lng that I wae an record for 90 
million dollar s 1n this year• s a ppropriation? 
The Presi dent bas discovered rubber and tin and 
I am on r ecord, I think, for 90 million dollars. 
I would like to show it to h i m. Now they are 
all exci t ed about i t to think they have jus t 
discovered strategic war materials. I want the 
whole heart of the whole 90 , whateve r was left 
in the balance of the appropriat ion. 

Did Herbert tel l you o f pass ing interes t about 
that ship that i s going t o Finland? It i s not 
important, but of some int erest in connecti on 
with that. 

I am - the Anny •:as ready t o let Finland have the 
arms and the President tol d them 1n Cabinet not 
to l et them 'lave any a 1'1114. 

ile passed on the infomntion t o J OU abou~ the 
shipload of American ammunitions going to - -

No, I didn 't know a thing about it . Finnish 
arms from ei ther Arm)' or llavy. I just can't 
understand 1t. \',bat is i t? 

A ship eithe r was l eaving or waa abou t to leave -
loaded with ammunition, tho biggest a rmament 
order, they said , tha t the)' bad over had leave. 
Some of it was cons i gned to Sweden and so~e to 
Finland. There •:aa no f ood on the ship. It 
was going to Petsamo. 
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No food? 

'!hat was merely in line w1 th what he had told 
you. 

Yes , but the President now suddenly switches 
and says we shou ldn't help them on their arms , 
I think it 1s a mistake . 

You IJlean you think thor should ge t ar:ns now? 

It:' the Army and !laY)' haa sooe obsol ete stu!'!' 
Uaat they r.ant to aell at ten cents on the dollar , 
why shouldn ' t we sell i t t o Finland? 

He said the Finns were s t arving . 

l!,J 

llut I am coming back to the President of the 
United States suddenly - he i s taking the atti tude , 
•To he ll with Finland, they are lost. • 

You can 't get arms in there, can you, now? 

Yes. They have their own ships . They can go 
up to Petsamo , which is up there 1n the Arctic 
Sea, and they can go in there per f ectly all 
r i ght. That is just the point. Tber would go 
up here (1ndicating on map) . 

I see . 

I s i t the President ' s view that ther never w111 
be able to use those a~? 

~be view is that the Germans will get them. Thor 
collie right 1n here. '!hey have got this 250-mile 
road her e connecting up with the railroad. Nobodr 
disturbs them and t hey bave got a perfect war and 
that is a nice free port up the r e at Petsamo. I 
can' t read t h is language on the ma p, but that is 
the name of the port, isn ' t it, Petaamo? 

That s ounds right , yes . 

They come i n here and ther have got their own 
lines and t her go up there and ther built a 
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thousand mile long higbwa:y two :years ago and 
they can alao come right down perfectly oka:y , 

The Russians compelled the Finns to cede them 
o. port on that Petaamo ho.r'bor which covers the 
entrance, The Russians have complete colllm8Jld 
of that any time they want to block 1t. 

Yea , but they haven't :yet, 

All right , JohnT 

I have a memorandum of ~ conference with Jim 
Vinson Saturday c orning, You aleo asked ne to 
remind you this morning a bout the Federally­
owned airplane plant t ha t h e 1a going to suggest. 

I can't do it today, 

No, I didn't think so. Do :you want me to suggest 
1t to you latert 

Let ' s just let 1t ride. 

All right , s i r. Now, on the abandonment or 
duplicate tax returns , I think before we do 
an7thing about it I should go over it with :you 
and I should also talk with Doughton and Oooper 
and Senators Harrison and LaFollette. 

Use your own judgment and whatever you do 1a 
okay. 

Then I wlll go ahead -and see them today, air. 

I will read this, 1 t ia short, You use your 
own judgment . 

That ls just what you and I discussed and it ls 
all under contr ol. 

Let me take a minute. If I don't do it now, I 
won•t do lt at all . What has got me aunk , on 
top of everything e lse, the Prealdent baa wiehed 
the Arrtq budget on me and that is what l!arehall 
wae here tor two hours on Saturd&7 and that ls 
why he 1.11 coming here toda7. I am 1n complete 
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disagr eement with tho President and co~olete 
agreement witl1 Gone rol t.rarohall. I thiDk the 
time i s coming that you have got to s ay to 
the Chief of Star r , 111"1hat do you want? It 
is up to you to have it and Yle hold you re­
sponsi ble, " instead of letting a l ot of people 
say, "l'lhnt you need is this or you need that 
and you don't need this and you don 't need 
that ." The t i me has come to say to the <::aief 
of Staff, "11hnt do you want? All right, you 
can have it if it is within reason, " and s ive 
him an all-round f1sure and quit teying to 
tell the Qlief of Staff what he does or doesn• t 
need and that is why your Arrzri is 1n such a. 
lousy s hape and if they would let me tell the 
story to the country, I could get the noney 
for then. I can tell i t or he can tell 1 t, 
but i f they knew what I know and r.he.t be knows , 
you would set the money over night . It is 
Oreok to me. Is it okay? 

It is, eir. 

All right, I can't study it , but it is all 
right . 

That is all , sir. 

I hf.ve a :ne!'loran d\ll!l hero on the is sue nee of 
duplicate u. s. s eC'.tritie a and t h e issuance of 
duolicate oonds and stocks by private corpora­
tions. My own sug&estlon is t hat I think we 
have to consider the publicity ~le. ~;e mi ght, 
1n so f ar as t he issuance of duplicate stock 
certificates by pri vate corporations is con­
cemed, speak to George Harrison and have him 
speak to Loree , because the Guaranty is the 
transfer a~ent f or most or the large stuff and 
they could0 tell us very quickly what they would 
have to have . 

Do it, between the t wo of you. 

All right . 

145 
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Do it, between the two or you. 

All right. 

What else'l 

Tba t ls all. 

HerbertT 

The Netherlands JUnister repeated what Berlo 
had already t old 7ou, that he had started to 
talk to The Hague last night and 1n the !Udst 
of his conversation they t old h1m it was too 
late, the;y couldn' t do that now. We will jus t 
havo to forget that. Than thia morning b e 
got this message trom them1 

141 

"Tie deem that underl,.tng !!hares of American 
securities deposited w1 th the central adminis­
tration trusts in Amaterdam fall under Benking 
~ergency Act, Therefore, the revenue of these 
securities is blocked and also after transf erring 
books. A point, however, i s not clear. That is 
whether license is required for auch a transfer. 
Through au ch a license transfer can be ,.de 1m­
possible. Inrnediate addition to Banking &ler­
goncy Act tor that purpose ls desirable." 

In ot he r words, what tho7 wan t 1a that i f our 
Executive Order and law do not b l ock tho trans­
for or tho so shares - thla ia a questioo or 
law that we should talk a bout over here, I 
suppose, and report back t o him. Tho ma.1n point 
they are interested in ia whether the transfer 
of those underlying shares in America -

I doo ' t care about i t . Good God, do it. You 
follows do it, Take the roapona1bilit;r and 
argue about lt, We argued about it for two 
and a half houra laat nlf',l:l.t. Either you can 
or can't do it, What a bout thla money in tha 
Hotberlande GovernmentT 

Well, Herbert , I told tbe Se cretary that that 
dx million dollare that t ho Dutch K1n1ater 
gota Which h e can diaburae up to ~132,000 a 
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month doesn't become available to him and he 
didn ' t become the general paymaster for the 
Americas until Amsterdam falls and he gets 
word oi ther from tho Minister in London or 
f rom his foreign office. 

And I think you are wrong. 

'Iha t Amsterdam has fallen, I sn 1 t that what 
he told uat 

I don 1 t knoR, Ed. 

lihen I oome back frO!'! t he Vihi te House, tell 
me so I can keep my race with the President 
and 1'/elles. If it 1e a IIIBtter of doing some­
thing to save their money - i f Amsterdam falls 
or if they lose out - well , you heard my con­
ver sation. I want to do it that way. But 
if by postponing it I can do it the legal way, 
then I want to postpone it. That 1s clean- cut, 
isn't itt 

Yes . 

You two (Foley and Gaston) stay. I we.nt to see 
you on something h ere . That i s all. 
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May 13 , 194o 
9: 33 a.mm 

!!.!.1 . Jr: Hello . 

O!)erator: Go ahead, please. 

!l.!!.Jr: Hello. 

Molt 
Serle: Hello. 

te.'~ .Jr: Yea , Berle . 

!l: Henry, I sent those telegrams last night. 

H.".Jr: Good. 

E: However, the Dutch ~linister tried to get ahold of 
me between one and two o ' clock this morning and 
he didn ' t raise me , and got Pierrepont Moffat 
instead, and he had telephoned the substance of 
t he conversation we had last night to the Hague. 

H. " .Jr: Yea. 

3: They told him that the news was black and that the 
Germane had reached the Zuider Zee on the north; 
the Dutch troops were exhausted, and t he Allied 
help probably couldn' t reach them in time. And 
accordi ngly they regarded 1t ae too late to take 
measures on financial matters. Now, meanwhile we 
had authorized our Conaule to authenticate docu­
ments along the line we described in t he event 
that t hey were asked and t o aseiet in vttneaaing 
it where t hey could it t hey had - - if t he circum­
etances permitted and it wae an important job and 
eo forth . So that the machinery ie ell eet t here 
it these people i n London or t he Hague change 
their mind about it. 

!!. !~ .Jr: Yeah. 

B: Now, ehould anything more be done . 
leave it nov tor the Allied Command 
work on it. 

I don 't eee what elee we can do. 

I suppose we 
to get to 

148 
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I don't see . I ma y add t hat our military-- the 
Militar y Intelli gence Liaison Ottioer has been 
in this morning, He doesn't regar d t he news as 
black a s -- apparently Loudon got it over the 
t elephone. His vi ew is that what actually hap­
oened is tha t the Germans took the northern ot Holland, Which couldn't be detended anyway, 

and tha t was indicated in any event and that tor 
the res t the lines seemed to be holding tairly 
well exoent t or one plunge across t he Masse 
River a n d across t he Albert o..U and t he. t seems 
t o be a kind or a spurt. 

Yeah. 

149 

Sooething t he t unless t hey, as they put it, unless 
the nen are euperoen t hey pr obably couldn' t main­
tain t hemsel•es. or course the main -- main bodies 
ot troops haven't come into ac tion yet. 

All righ t , Adolf . Two th i ngs , one , it you could 
just let me have a copy or t hose cables ••••. 

They are ready and on t he way. I should have sent 
t hem over - - I didn't send t hem over last night. 
There was nobody t o send then to. It was about 
midnight. 

The other t hing, it you ' d make a note, you might 
tell Mr. Hull. I called up Lor d Lothian t his 
"''rn1ng •..... 

Right • 

•••.•• and asked him please t o send Sir Frederick 
Fisher over here to see me Sir Frederick Phi llips. 

Frederic~ • ••••• 

•... .. Ph1111ps. 

• ••. .. Phillips. 

He ' s the top oiv11 service man in the British 
Treasury. 

Yes, I know. 

( 
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And very able . He vas here two years ago . 

Oh, he •s very good. 

lSO 

And ! asked t hem please t o send him over here at 
once, because t here are PO man y t h ings that are 
lef t until t he last minute and I want to talk with 
t hP. t "tl\n. So he said , •Hould anybody else do? • 
And I sai d , · ~ro . • But I' d like the State Det:>8rt-
~ent to know that I dl d ask t or hi~ . -

I shall be vPry ~lAd . 

And it you could back ~e up on the thinP, by saying 
sonethinco to Lord Lothian or it "r. Hull would, I 
really need so~ebody l i ke t hat eo t hey don't always 
leave everythin~ t o the last minute. 

YeB, and t he number ot irregulars t hat shotr up here 
reelly get into each other ' s way pretty soon. 

Pretty bad. 

l~e 've had Gwatkln end Dean Bates and so torth, 
and the Allied Purchasin~ people end one th i ng or 
another all vorkln~ a l ittle at cross- purposes. 

tlell , the Allied Purchasing !!lsslon , a s tar a s 
I ' ~ concerned, we ' re gettlne alon~ beautifully. 

Yea '\ . 

Gwatk1n and Riot I refu~c t o see as you know. 

Yes . 

I did see them once before t hey left , but I d i dn 't 
want anyth1n~ to do Wi th t hem, but I do want S1r 
Frederick ~h1111os o ver here beoause he -- at 
least he k~ows what i t ' s all about. You know hlo, 
don• t you? 

Yea, I do . No t well but I ..... . 

He•s very able, you know. 

Oh, very able and very quiet a nd he knows his j ob. 
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1'hat•e right. 

Right . All right, eir. I'll. do that. 

Thank you. 

Goodbye. 

lSl 
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Hello . 

Senator Wagner. 

Hello. 

Henry . .... .. 

How are you, big boy1 

All right . I -- I -- you•re aa hard to get as Hitler. 

Go to hell. 

Say, Henry, I Just - - I didn't know whether you under­
stood the other day when I talked to you. You know, 
I knew nothing about th ia bill , ita introduction, 
until after i t was introduced. 

Well, I ...... 

I d1dn 1 t know but What you t hought maybe that I had 
some knowledge it vas coming up . 

Well, I didn't know. 

No , r had no -- nothin~ . Here•a t he only thing that 
I knew about. 'l'vo month a ago Jeeae talked to 1118 and 
illlr.ledlately lfhen he talked about tbia one prov1111on 
I aaid, 1Vell, that ' s a contliot between you and 
Henry.• He said, •Well, It may be. • •Well, • I 
aaid, 1 So ra.r as I•m concerned you ' ll have - you 
and Henry will have to straighten that out. • 

Yeah. 

Otherwise --nov that's the - - the next thi ng I knew 
ia When t he old man told me that Jeeae would like 
to have hearings last Friday. Well, I said, 1 It 
oan •t be done . I Oon ' t know but lfhat I want to 
atudy the bill t irat and we' l l have to have a 
regular 11111 et1ng. • Now - - eo I want you to know 
that ver y clearly, beoauae I certainly wouldn't 
have introduced a b111 that -- 1fb1ch atreoted any 
or your povere v1 thout aaltlng you about it. 
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Well •••••• 

That you should take f or granted. 

Yes. 

I didn ' t-- I wasn't •••••• 

I vas a little surpr1ssd, Bob. 

Yeah. Well , I - - I t hought ot -- only after I got 
ott the phone and I sa1d, 1 I wonder if Henry bad 
any idea tb.at I knew about it.• I didn't know a 
dann thing about it until t he next day when !Uee 
Adaas ot -- of the otfice told me that the Senate 
had introduced that bill and t hat night - - no, the 
tollov1ng morning Jesse tried to get abold ot me . 

Well, bow •••..• 

I told b1m I hadn 't had a chance to study t he b111 
but now here' s --here's a strange situati on. I 'll 
read you his -- the last paragraph ot his report, 
Which I only Just got incidentally. Just about 
ten minutes ago. 

Yeah. 

(Aside: Where is t hat oroYleiont) Just one mocent 
I want to read -- oh , in the nry end he says, 
•r haYe discussed th1e bill with tbe Preeident 
and 1t bas bis approYal. 1 

Yeah. 

153 

New, I know that t hat's not eo, but I don 't know how 
to bring 1t out because the CleneNl called me up a 
little vh1le ago. 

Yeah. 

And he told me that the Preeident was -- vas opposed 
to those proYi s1one, you know, that apply to your 
power. 

Yeah. 
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Now, I better call back to find out whether I oan 
say t hat publ1oly or not , in view ot what he has 
said here in hie report that t he President told him 
t hat he was tor the bill. How am I going t o work 
t hat outt 

Well, you' ve been at this s o muoh longer than I have 

Well I mean, I ' d better f ind out 

The tact r emains it never oleared through the Budget 
Ottioe. That ' s the simplest thing. 

Yeah. 

I --I don ' t l ike t o drag the President l n. !be tact 
it never-- 1t 1 s never go~e through the - - t he only 
thing the Director ot the Budget ever did was to 
send up my llllenorandum and he never had a ohanoe to 
pase on 1t, eo Why don't you put 1t on him instead 
ot the Presldentt 

lfell , I ' d better - - in view ot the taot that Wat -­
t he General just called me up and I didn't have -­
(olear1ng his throat) I 've got a nasty oold -- and 
I didn't have Jesse'• report, seat 

Well , I don' t know ••••• • 

Now, 1n View ot the taot that I ' ve got h U repor t, 
I think I'd better oall baok and say at least Vhat 
Jesse says 1n hie report to t he committee. Here 
are twentv menbera - - nineteen members ot t he 
oommittee" and Jesse says t he President appr oves 
t hie bill. Now • • • •• 

Wall , you ••• ... 

••••• • t hat shouldn ' t be l ett unanawered. 

Well , haven't -- well , you 've got Jones' report 
whioh ie his and you've ~ot the report from the 
Direotor ot t he Budget, Wb ioh ie ott1oial. 

No, I - - ve haven't got a report trom the Direotor 
ot the Budget. (.hide: Have vet l 
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Well , ours vent through t he - - ours went to the 
Budget and vae torvarded b7 the Budget. 

Yee, yours vas torvarded b7 the Budget , 

Yes . 

But there isn't anrth1ng -- any direct •tatement 
there that th1B is not in oontorm1ty ••• • •• 

Wel l , why not ask Jeaee to get a atatement out ot 
the ottice ot the Budgett 

lek Vbatt 

Aak Jesse Jones to get the Director ot t he Budget 
to tell you where t he thing atands, 

Yeah. 

155 

Well listen, you knov th11 game 10 much better than 
I do . · 

Yse, well I -- I wondered bow much t alk you have 
had, you see , beoauee I juat got this -- the two 
came almoet together. I just-- the General •• •• • 

I haven't had much but I wasn't sure, on account 
ot my conversation, just bow rou telt, eo .Where 
I've been, I don ' t aind telling you, is I've been 
over with Carter Glasa. !eet 

Rave yout 

I ' ve just oome back. 

Ob, I aee. 

And -- I didn ' t know just how you telt and Carter 
told me that he • e againet thoee two provisions. 

Re 1st 

Detini tely. 

Oh well then I don't have to bother about any turther. 
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No, I Just l ett h1m and he says that he thinks ten 
years 1a too muoh and why 1noreaee 1t t o titteen, 
and he says as to the other thing he th1nka that 
I've done a swell Job and he 1an1 t going to change 
1 t. 

Yeah. Well , I di dn ' t know you d1d that. I t you 
did that, or oourse, that 1 e all O.K. with me. 

No , I ' ve just come baok and Carter Glass aaya - ­
he aaye he 's going to send tor Jesse and tell 
Jesse that he i sn't going to support h1m on those 
two th1nga and he never read the bill. 

Yeah. 

He said he never read the bill before he dropped 
1t in. 

I see. 

And he aa1d •••••• 

He never talked to me about 1t neither. 

He aa1d he ' s sending t or Jeaae and tell h1m t hat 
on both ot t hose nrov1sione he ia not going to 
support him and he 's going to vote against hi m. 

Vell then all right. Then I von ' t bother &nf 
f urther about 1t. 

So it you 've got Carter Glaaa , )'ou've got General 
Watson and little me. 

Yeah. All right. All right, tine, P.enrJ. Thank 
you very much. 

Thank you. 

Goodb)'e. 
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May 13, 1940 

Pro sent: 

!Jr. Foley 
llr. Gaston 

2 : 40 p.m. 

!41' . Bernstsin 
!.!r. Upham 
!.h'. Cochran 
llrs. IClotz 

RW~Jr: Now, Mr. Gaston, what do ;you want to 
clear l"1 t me now? 

Mr. Gaston: Some general licensee and a general 
l i cense for the withdrawal of funds from the acanunta 
cr the Government or the Netherlands and accounts or 
the Government or Belgium and the Belgian National 
Sank. 

l!l!,Jr: All right. 

Everybody happ;y7 

1~ . FoleY: We have no alternative. We also 
have agents anC! instrumentality t or the two Governaent s 
OU t I t hink t hat ' s going further t han t hey ask us to 
~o and I think we should limit t o merely ~t t hey re­
quested at t h i s time. 

1!11, Jr: o. JC. 

141' . Gaston: Another gener al license on t he 
four orlnc ipal banking institutions or t he Eas t Indies. 
The t wo Java banks and t he others . We t hink that we 
will ask them whether t hey reall y wa nt t hat. 

I t hink that ' s all we want to get signed now, 
i sn ' t 1t Bernie? We had two conversations with the 
lli ni ater a nd his friend, Dr. Saka came down, and we 
~1acuased what he should do 1n regard to the eecurit1ea 
hel d 1n Hol land and we advised, at ~r. Bernstein ' • 
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aug~eotion a decree transferring all t hese eeourities 
to the Netherlands Government and this man Saur is 
going to tske that up with them. That will be very 
•taluo.ble to them in trying to eatabl1eh title in the 
right people to those aeouritiea later if they want to 
negoti o.te to sell t hem. 

HU Jr : All right. What else? I tried t o 
get His lift] eety' a Ambassador to ool:le and Me me at 
a quarter of nine , but he haa to go have ~inner at 
the Rumanian Legation. !.!r , Serle oan give up a 
dinner and J erone Frank oan walk out 1n the middle 
of dinner to help them, but Lord Lothian can ' t give 
up h1a . 

!Jr. Cochran: I got a meaeage back _to him 
that that is the only hour you could aee him. 

Cy? 
Hloi,Jr: Now, what eleeT You like this work, 

Mr. Upham: I am beginning to understand their 
langun.ge. 

Hloi,Jr: Well, when you don't know, aalt Father 
Bernstein. 

llr. Upham: I will han to fi nd out about th1a 1Father1 Bernetein bueineaa. 

Rloi,Jr: Did you get m:t talk into those two 
place a? 

Nr. Foley: It was i ntroduced t hat ease night 
you mentioned it to me, in the House by Somera of 
Brooklyn. We gave it to wagner t he same day and 
Wagner 41d not put lt in and the last I heard of it 
he had not put it in yet. It's in the House but not 
in t he Senat e. 

oOo-oOo 
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TREASURY DEPARTMENT 

WASH INGTOH 

..., 1) , 1940. 

Tho toll owing 1a reported tor your 1nto1'1011tlon: 

Veut1 - Deatinatlon c-dlty 

SS LJliBICA IWSOVIC Marselllea,Frenct 616 bbla. Mo1ybdenua eoneODtratet 
• • • • • 74 druaa • • 
• • • • • 3S7 • • • 
• • • • • u.~ • • • 
• • • tr<a llaeo,llezieo 

to Marae1Uee,rr. 107 bble . • • 
• • • Ditto 108 • • • 
• • • Ditto 110 • • • 

The abon n ase1 aalled trca !lew York at 3 p.a. on llay 10. 

tL~· 
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Present: 

l.lr. Foley 
)(r . Gaston 
Mr. Uphru:l 

Kay 1:5, 1940 

:5 p. n:. 

HY ,Jr: If I go up on t he Hill, I have never 
s otten ar~ry before a committ ee, but I don't want 
:o ~o befor e t he committee and say, " ll'ell, it I bad 
r ot had thi s power we nev~tr coul d have done t he thing 
on the Bank or America and we had two letters from 
J ones aski ng to subscribe and neither of which we com­
Pl i ed with because we did not t hink it was good •. • 

1~. Uaham: I only know or one . request that 
was no t aote on, last Haroh . He sent that over 
r eally a t our req•Jest. 

HIJ,Jr: No, he did no~. What I think , in 
the huuor t ha t I am in, t hat it ia much bet t er I 
don' t go up on t he Hill because I mi ght -- I thir~ 
!":e "as k i nd or dirty . J ones was. 

Ur. Gas ton: I sort of agree wi t h trAt and 
it dramati~es ~1th the newspaper men a conflict be­
tween you t,.o. 

HU,Jr: I think two t hin;;s wi ll hap;~en t his 
a f ter noon. One, I will find out from Pa Watson 
whe t her he phoned ~~d he will . And if he ohoned to 
t hese people , Wagner and Stegall, tha t t he President 
' oea not want it then we go and ace --you and I, 
Fol ey -- go and see Glass at 4::50. I have an ap­
pointment with him at 4:30. If the Senator says 
O. K., \76 will skip it. If Glass says O. X., and 
~agner and Stegall are told by the President he does 
not "ant it, t hen I think let Delano go up i n a very 
d1sn1tied way and I will siQPlY say I am too busy , 
tr.ls is too unimportant . 

lCO 
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I~ . Foley: I told Ford you were at the White 
House t wice and were pr obably over there now and you 
nl (lht not be able to g o down tomorrow and you might 
•·:ant to send Preston Delano. 

Hll J r : I Just remembered I have a nress con­
ference~if they ask me, "I have said how I felt. 
It i s very unimportant . I have nothi r8 to add to 
"hat ls in my letter. So cany more i mportant things , 
t hl s eeems to be very i mportant to l!r . Jones, but i t's 
very unimoorta~t as far ae I ac concerned.• I won ' t 
e\•en aent ion Jones' name . 

~. Foley: I would not say i t i s t oo uni~port-
ant . 

!Ur. Gaston: I would say 1 in vi ew of other 
onttors t hat are oending , i t i s rela t1vely unimportan~.• 

Hl! 1Jr: Why not put it this way: everythi n;:; I 
have r~d to aay , I have out in my letter.• 

:tr. Foley: 1 I have g iven my views to the com­
Mittee. I t 1 s up t o the co~ittee. • 

Hr. Gas ton: The newsoopere have practica lly 
~~e J ones out a liar already , because "While ltr. Jones 
snld he had the suooor~ of the Presi dent , it was noticed 
:r~ t A~nistration-sunnorters i n the coomittee were 
nt;ainat hio, • • · 

!!l! ,Jr: I will s i cply say I· wrote my letter to 
t .. e Director of the Budget and i t haa gone up t o t he 
coom1ttee and I think the co~ittee understands cY 
pos1 t1on. I have nothi ng more to add. 

!.!r. Foley: It' s up t o t he commi ttee. 

HH 1Jr: But wP. go t everybody except Stegall and 
I think by sunset we will have Stegall. 

ttr. Fol er Ir our fellows stick t o t his, t~e 
Repuol1cans wil vote against it en masse and t hat s 
11 votes. It Stegall loses, he has not got enough 
votes t o get t he bill on. 
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HU.Jr: Well, he won't do 1t 1f the President 
tells him he's not interested. 

oOo-oOo 
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.Jtbmd llurru of lmrrtllgldloa 
•msn &tms ·~ of I WIIItt;; Wulitqtoa. a. Ql. f 

,.- I,( cv ~ 
J!ay 10, 1940 ° 

wsonal and Confidential 

iiono roble 1/Cll r 11 /Jorgen tha u, 
secretcr)l of the Trea sur 11 
i'oshlnoton 1 D· c. 
Dt>r L'r . Secretary: 

~ 
Jr. 

I haue ascertained fran a confidential source that 
one AUJUIIt T. Oousebeclr, who is the head of the Robert c. lla uer 
; ~o~pcnv of SO Broad1Dtly1 lle10 York City, inueatment bankers who 
~:v~el e auch of th e Oer=n business in th Ill country, soaetice 
: •o /:'.Ddt o contact 10! th "II inforcant and told hI"' that he 
o;;r.ted to donate SsOO, OOO to the Republican Presidential can­
'"i gn. The lnfomant inquired of Oousebeolr whu he wanted to 
· this, IDheraupon Oousebeck. gave as his reaaon that if a 

lean were e lected, then there would be fauorable trade 
Its bctiDeen the United States and Germany, whereas if 

ident Roosevelt were re- elected, that would be impossible . 

Oausebeok was informed that such a donation would be 
inpoalbl c since the laws pr ohibited donations In such sums , 
lnd Gauabcck then stated that they would have the donations 
"ace In sAall lots f rom d i fferent people; that theu had con­
t ributed to .rather Coughlin in amounts of $100 to $.500 at a 
tl~e, and that theJI had the offi ce eoplouees eend It in $S and 
l !) ~ ills . 

I, of course, haue been unable to corroborate any 
o: the above l n,formtl on, but an endeauorlng to procure further 
etta lls . 

RespectfullJI, 

, 
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May 101 1940 

Peraona,i and Con.(tdential 

Honorable JUn ry liorgen thqu, Jr . 
S1cretar 11 of the Treasury 
~·aahi n1ton1 D· C. 

~e3r L'l' . Secretar y: 

rtth further reference to the actiutt ies of the 
.-.tor j :'r3ding Corporation, I have just rcceiued the j ol­
lovinJ !•formation: 

It has beer. ascertained that the Aotorg Trading 
;orpor>ti on l$ purchasing latez , a ra to rubber, from Bra2tl 
Oec3u~c of the !lrttish enbargo on rubber /ron the Dutch East 
Iod!es anu the l!alay States , th11sc being the prtnctp11l 
soucec of r ubber . The British Consulate tn /few York City 
rccer:t l y wrote a letter in substance as follows : 

"Two constgnnents O//ine r ubb11r r11cently arrived 
J roPI Br11z tl, al legedl y consioned to the Amtorg 
Trading Corporation, through the Chase National 
Jan~, the Bra2ilian shipper allegedly bei ng one 
Fa r11 h. The shipment consisted of 3S8 cases in 
one consignment and 294 cases in the other, a 
total of l4l tons . I have not lea rned how this 
r ••bber !:; to be shipped outt<Urd If it is true 
that it is ultimately to be destined for Russia . " 

I have also learned that there has been so10e cor­
~ts,,on<.ence between the Fran~ D. RO// CoPipanv, Inc ., of 
:obolrer., .:ew Jersey, m~o are rubber dealers, and t.~eir ag ents 
o; L'anaoo , Brazll, the naae being I . A · Saver . Saver li>rote 
to .1ofJ on .\!arch 12th telling him that he had been informed 
t~rou;;h third parties that there was a new buyer in the 
-.o ,~ct Llh o, to the best of his belief, was the Amtor g Trad­
l1J Co rporation. He as~ed what Roll ~new about them and 
stated t.'lat tlt ey were buytng " Up Rtver Fi ne, 11 which ts a 
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~rau c of rubber c osting sizteen cents , which is considerabl y 
·'ave t/IC nor/ret . Roff repHed that the Amtorg Trading 
~;,., 0 rat ton was a Jfew York purchasinG agent for RusDia; t hat 
;;

0
!
1 

had been picking up all the rubber t hey could get, but 
::;ce t~c Vni ted States was frowning on this they wer e fi nd­
!1~ ft dif/i cult to oet people in New York to sell to themJ : ,;! .•.c ;ouernMent uns trying to butld up a reserve of anoth er 
·nde o. rubb e r, ana they asked all cftfzcne not to ship 
;ort t•.cn nor:tal amounts abroad, as a result of which the 
~os! reputable dealers would not sell to Antorg at the present 
"J~e . Sauer again wrote on April lst fro:t Brazil, stating 
".at ~e not ed what was written ana t hat he thought it best 
1 ot ~o 1-.,uc anything to do t>ith A::ttorgJ that fo r Rolf's in­
•o r-.-tlon he !DOS g iven to believe that Actorg was buying 
r.bbc r :n a roun d-about wa y; that they were bu ying rubber 
;-ro-. J i me in /Ho and other places, moetl y German firms, 
·ho t n t urn buy thei r rubber in Brazil and ship on neutral 
vesse l s an~ t hen r eship f rom Rio and other places to Japan 
or .:ow l'or/r in transit, presumably to Vlad i v ostok or some 
o.~c r .?uscian port . 

I /la ue also ascertained that on about April 2nd 
a sHonsh tp orr> ued in Jfew York f rom Droztl with one l ot of 
318 cocos and another of 183 cases; that later, on April 
19th, ther e arr i ued 850 cases froo DrazU of Pyra rubber, 
t· .:ell was con3igned to the Clarenont Terminal of the Lehigh 
;·alley 1allroad for s h t pnent on the s .s. "Illinois , 11 an 
.• ,a.can- ouned ship, to Yladi uostolr, Russ ia , but t he owners 
o: t';e :; .s . "Illinois , " upon ciiscouering it 1«18 a s hipment 
•: rubbtr, c onsigned to Russ ia, r efused to take it. It is 
o•lll on the dock of the Clarenont Ter~:~inal . 

. On A,~ril 23d t went y tons of rubber cane to the 
"· ' A. ilsclett Conpany of Jlew York from Brazil· The fim 
~/ StehhG_rdter & Jlo rdlinger, 99 Jludoon Street, NellJ York 
.ltv, Is co ing business in the importation of Brazilian 
rubber , 
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!!o,orobll Henrfl JJorgen thou, Jr. Page Thr ee 

II I receive ony further informat i on concerning 
the oboue r.10tte rs , I JDHl be very glad to oduhe you ot 
once of thl some • 

Respectfully, 

\ ~ .... •v> ~· \\ -GO' 
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Harry 
lloodring: 

!!.•· .Jr: 

II: 

II· 

Hello . 

Henry'/ 

Yes , Harry. 

May 14, 194o 
9: 20 a.o. 

Look, I ' ve talked to my people over here about 
these -- some of my own olose advisers , about t his 
shadow plant and thee~ others, and t hey are of the 
opinion that maybe the time f actor on taking 
Continental and Lycoming, say, and letti02 them 
develop their own motor -- they only, they say, 
are bui lding now 300 hor sepower stuff -- to build 
up big ones , that the time factor would be a great 
lag there. But they suggest, and I'm just giving 
you this to think over before we get over t here 
so it won ' t be cold to you, you know • • •••. 

Ri g;ht. 

And t hey say t hat the solution ot the thing is that 
inRsmuch as we have certain rights in the -- Wright 
Aeronautical and the Pratt and Whitney and other s , 
that the thing to do is to t ake a plant like 
Continental and Lycoming and then transfer over 
to them, because they have -- t ransfer over the 
manufacture of the Wright whirlwi nd or the Pratt 

170 

and Whitney, because they say that those people 
have management t here that's already-- has know­
ledge in building engines; t hat they have artisans 
and skilled mechanics that are up on t hat and trained 
i n the fine machini ng ot engines. And they t h ink 

that in a short time, about half ot What the other 
plan would - - t he shadow plant would develop, t hat 
t hese comnaniea like that could start manufact ur ing 
the engine t hat is already developed, and al so 
t hat Wright and Prat t and Whitney probably no doubt 
have ext ra Jigs and dies. 

Well , I don't know but it sounds l i ke a very good 
idea and at the same time it would give these people 
a lit tle b i t mor e money t o develop their ovn engines. 

At the same time they could carry along t heir own 
engine and it wouldn ' t be putting t he Government 
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H. ·:.Jr: 

It': 

r .!~ . Jr: 

\1: 

( H.:!. Jr: 

\/ : 

- 2 -

into the business of oo~pet1ng With other olanta. 
It ~rould keep the Government out ot the business. 

V/ell , i t sounds very interesting. I ' ve got Bob 
Hinckley here; we're talking about i t . 

Oh, are ~ou! Well, I just thought I' d give you 
trat to think over before •••.•• 

r•m · going to tell him -- I 1 n going t o bring him 
along because he ' s got eome very good ideas on 
th1&. 

Yes, he -- I think so too. I t hink t hat would be 
a good idea. 

Then we're seeing you at ten-thirty. 

All right. 

Thank you. 

Goodbye. 

171 
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ll&lol)IWIOIJM FOR THE PIU:SIDP'ft 

r or tho P1D'PO•• ot oool'IU.II&U~ &lid oXPe41'-
1ng the nOOIIII&J'7 PJ'OJ)U"eclniU &OUYl\111 of ~hi 
Ooftrn:.n~, I re-nd t ho f olla.inga 

I. 'PhAt J0U obtain :r,_ COIII"NII All appro­
pr i a tion of a t l .. n tloo,ooo,ooo, t o be ~4o4 
a t )'our 41roouoa, t or tho PIIJ'POH o f ~ 
pl&llh and oq\11~ 1n t h o 1n4uetr101 Ml'lllfaotlU'lq 
a1rp1ano•, or4nsJ!oo, oq111,.on11 and n.ftl\10118 for CNI' 

&111 Ur7 and naftl bro.nohoe 'llhl1"' u 11 -•II&J'7 '­
bri ng pii'OdlloUoa MJ)&Olt7 up to tho reqllired etaadard. 

n. fbat 7aq oreato tbe following a-iUN 
to be ol.othod nth lllUMto u~rU7 wliJHt to 7ovr 
appi'OYal and ~ 11'1 til \be dln7 of 1niii'M81M tho 
pro&aoUon ea.pao1t7 1Jl tho J)OI'tlaont f1ol41 of Inau­
h•)' \o tho point 'llhere a1l1\&I'J noode eu bl if\ii'J-eftU7 
••• wl\I:WI tho porlod of \be ant '"1" -the. In 
ol'dlr that tho~ of the A1Uo4 P-.- pw.~ 

1ft« illll'&J'7 ~t 1a \hll -·1'7 _,be ~lY­
adeqiiA\e aa4 .,..,.~uo oonllltn'llUon, I ~~~~m~•• that 
7aq ..U tho SOGI'Otar)' of the '1'1-euUJ')' the Cba11'8&11 of 

· tiM ec-lttoo. !be o\ho' aiiMi'o ebaal4 bl tho A.-
111'-"' 5eere\al'7 of tho la't'J, \be Ale11'-"' soore\&1'7 
ot Wv, &114 the bea4 of Clwll Aeroaa11U01 llu~rltJ1 
w1tb all\borU7 tor \lwtl \o dollpaU u al\oi"M\01 111 
tho ftria.e tlolde tho hoade of tho aoUYiUoe 1lMD 
eonl1dera,1on. 
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Boteo on Jrwt:f Prop-o.a Conference 
at the White Rouao, MaT 14, 1940, 10130 A.M. 

Secret ary Woodring oponad tho conference b7 otatlng he 
, roaumcd Ito prim&r7 purpose wao to dlocuao the air phaoe or 
tho national detenoe prcgro.a, and that ho felt Tory otrongl7 
OGalnot tho ootabllobmont ot Federally ovnod onslno tactorloo. 

Oonoral Marahall oaid that he hac! rnhod tho tl.j;ureo tor 
caUonal de!'enoo, and he proceeded t o roacl the rn1ood lii:IOUDta 

?01ot1"- out tho dlt!'erencoa botvoon that llot and tho proTiouo 
c!.ro!'t. When he hac! coapleted road!~~&, he polntocl. out that hia 
coccoptlon of thlo llot vas that it roprooontod a vollroundod 
b1 .. 1o Qpon vhlch u:panoion could talco place. Ro a44ed that ho 
tho>JOlt H hlp].7 nocoooarr to build a oolld touncl.atlon, nu­
l~ in tho cope nov n1dont in the preoont arliT, ancl. 1n1t1atinc 
~roductlon or thooo non-commercial (critical) itoaa vhlcb vill 
be noodod vhon tho ar"Q' 1o expanded. 

~noral Marolulll regarded thh Uot "' a bftoic requlrecoont 
wh ich could neither be overlooked nor reduced it a national 
de!onoe prosrem vere Inaugurated. to dlorogard thlo llot, he 
fddecl., would be to walk right Into the Cllddle ot a national 
acon4&1 . Further , that this wao not the tlcoe for roerlcoinatlono 
but tho tlcoe tor co no tructl To effort. 

Wr. John.on read tvo memoranda: one prepN'ed 1n re8p0nle 
t o tho Prooldent 1o request, and the othOT prepared b7 llr. Johnson 
,.. a co~~;~ro:aloo prO!:'"Bil. Ro pro::dood that ho vould cho coploo 
o! theoo to llr. Morpnthan. !be oo ..... ronda wore orcanhod on 
a tr l,le baolo: tlrot, vbat wao needed 1n tho YilT or air force 
todlo,y ; oocondly, 'llhlt.t vao needed tor lncra&ood protoctln force: 
and , thirdly, for an -nted protectln force. 

llr. Johnoon aald that the n:wobor of plAMo ohould Increase 
proport1onntol7 vi th the incroaoo In tho ar>q during thoao throe 
lt8&oo. General Marohall diongreod v l t h t hlo rolatlonohlp 
lllAICliiCh AI the air force of tho &r1J13 &hould be ol111lar to the 
oltuatlon or tho n&Yf, nsoe17, It ohould be at lea ot 75 per cent 
coobllizod at all tlmee. 

ll.r. Johnoon oald that tho principal chant:• in hio cooapromlae 
.. oorAIIdum wo.o tho.t 1t ro4ueo4 the nuabor of airplane faetorloo 
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eo bo built fro" 30 to 16, llr. l!orcent.hau I'QSSIOtK that the 
l'rooldent ' • eug&oeUone be tablK, and that Oeural ICareball 
vrlto the t1ckot tor tho Alr Corpe. Ooural ICarehall replied. 
thAt tho tint etop vaa to oetablhh a eoWid. baee tor tho procl.uc­
U on ot plloto. J'ul'thor , that a t the pruent tlae , nen t ba'QSh 
tho Allloe wore reool Tlag tour "'" planet tor nery OM rece lTed. 
b7 the ar~, the latter 414 not han euttl ohnt piloto tralucl. 
to handle th lo oxiatiao; plane capacit:r. Mr. Morcenthau Uplalnecl. 
that he would. like to oeo the quliOtlon ot United. Statu plane 
c~clt:r cl.lacuooed. apart troa that portion ot our cerpac1t:r nov 
t q>lo:rocl. tor Allied. prod.a.cUon. 

!e Ytnt On to 8&7 that Central JCarebaJ.l had laid d.OYD thia 
bade 1>rogra:a and that cartainl:r General Arnold. oQ&ht to be oble 
to outllno the eot<t ot a1r corpe prosra that tho'llld. accoJil>an:r 
H. General ICarebal l p ointed. out that becau .. ot AlUM ord.e.re, 
the 0.! .(1. Air l'orce roaene '"" nov cl.oYD to 15 per cent and. thDt 
It oba'llld. be sreatl:r lncroaeK. 

It vo.e General Brott'• ut1•te that b:r Januar:r, 1941, the 
total plane prod.uct1on co.paclt:r vo'llld. aaount to 15,000 plo.J~ee 
pn :rear, ot vhlch 11, 000 would. so to the lll1oe, 11114 4000 to 
the United St&tu, On a 1110nt hl:r ba tle thh would. aaount to 1250 
plMO a per 110nth, or vhic.>,. tho ar117 would. recoin 240, the .,.....,. 
100, and. the lll1u 900. 

l!r. Morgenthau p ointed. out that a 60 per cent lncreue 1n 
tho alrple.ne lncl.uotr:r ae a whole would. bo necauar:r 1t the &raT 
vt ro t o raceln the nw:abar ot p lanea 1t vltht4 to get. 'l!huo, it 
there vere a production ot 22,000 p lane • per annua, the ara:r vo'lll4 
be Cl\ugbt Up on lh prosr .... 

Kr. Morcenthau iaqu1re4 ae to the poeolblllt:r ot ••eurlns 
tbh 1ncre&Oe4 production, &ncl. OeDer al ICareball replied that, 
&ltholl,$h lt vaa a ooWid. 14oa, piloh .,.,... alto need.K. Oeneral 
Arnold. aald. that $106,300, 000 ""al4 be needed. tor tbe 1Dltlat1on 
ot pilot t ralnlag. Therefore, thla ....,unt ot $106,000,000 tor 
Pll ot o, plue tlTe plsne plante or $50, 000,000, pluo t vo •D«~ne 
~lanto or $20,000,000 voald. t otal $176,000,000, r epr11ent!ns ln­
creaaod oopaclty. ('!!hit 81110unt would. aloo Include Ol>l>rox1Mtel:r 
$24 ,000,000 tor pilot tralniag.) 

Kr. Morgentbw a eked. Mr. Binckl•:r what ho thoQ&ht about t be 
oltuatlon, Mr. BlnckleT ro.pllK that he had an Idea alaN at the 
•xpanelon ot co-rclal airva:r• t o lncluol.e tre1Cht, aail and. 

, 
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oxprou atn'lee. Iacreaeed deli!U4 oa the part of eo-relal a1r 
llou tor heaTler equlpMD\, tor addiUonal uoounte of equip­
moot. aod nov \1P .. of equlp-.nt vould oUIIIUlate doMotie plane 
M4 tJlilDe production aloag thou llnoo vllloh vould be of the 
grMteot benefit to the anq. Mr. Morcentbau t holl&ht that vould 
be ~ very eonotrucUvo approsch, and General llarohall wu deti­
nltely 1ntereated i n Mr . Blnokley1 a propoaal . 

Hr . Yoodrint; lnahted that t he croup had not yet worlcod out 
the nDewera t o the Pretident 1 • queaUono and that the aaterial 
vee not ready tor preoentation. Mr. Johnoon countered to the 
t!~ect that the Mterial 1D band vat e:ucU~ that deoired aDd 
.:a•• a n ry clear pic t ure of the oltuaU on. 

l(r. Nor~:enthau inquired aa to what le.ral rip\ or ..,at 
lner"';e could be uaed t o force anciu """uta.cturera t o Ucenae 
other eog1ne coap&Dieo. General Arnol4 replied t hat be tbollght 
there waa no le&al ript, but there vao plnty of lenrage vbich 
co\lld be uaed it it vore poll U c to do 10. 

PY:bJ 
5/15/40 

~-
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IIEJoDIWCDUil FOR Till JIRUIDD'lt 

ror the Plll'J'O.. of ooOJ'dil'l& Un« and expedl ~ 
1~ ~ aeoeaii&J')' prepare4ne .. aoUvlu .. of the 
Goftrnaant, I re-n4 the tollowlngt 

I . 'fh.at TCN obtaln frola Congr .. a an appro­
priation of at lMn tloo,ooo,ooo, to be n:pen4e4 
at JOUl' d1rooUoa, tor the pul"!IOIO of npandlq 
planh and eqW.~t ln the 1Ml!etr1 .. -taoturlna 
a1rplanea, Ol'dnalloe, oqul~nt an4 .. atu- tor cnl'l' 

atlU&l'J and na'Rl bNnohea wbere U h -•...,.7 to 
brlng produoUoa oapaoUJ ~ to the requ1re4 etaa4&1'4. 

0, !bat TOU oreato the followlna c-lttee 
to be olothe4 with ultlute uthorltJ nbJoot to Jour 
appl'Oftl and obargld 'lfl th the dUt7 of lllol'Nalng the 
pJ'04uoUon oapaoU7 la tho pwt:tnont flola. of lndlle­
t'I'J to the po1n' 11ben a.lU '&1'7 a .. da Gall be 01U'NfttlT 
Ht 'lflthtn t h o pa'l'lo4 of tbe Mxt t'tflln -the. In 
ol'Clor ~t tho ...._ of the .UU14 PO'Ifft'e now purehu· 
illS lllU'&PT lqlll,..at la th11 -t'I'T M:1 be Slftll 
adoqlla" aa4 &JIIII*theUo oonaldne.Uoa, I -.ggoet that 
JOU ake tho S...ta'l')' ot tho boeaeUI'J tho Cbair.u of 
tho c-1u... !be other Mra abooal4 · 'bo tho Ao--
ahtut 1141oreta'f'J of tho laY)', tho Aula tot horet&l'J 
of War, &114 the hoa4 of 01'111 AeronauUo1 Autbor1t71 
with aathorl'J tor thea to 41elCUote a1 altll'ft&toa J.n 
thl TIU'10111 tlolu the hoa41 of tho aoU'flUo1 aa4IJ' 
lonaldmo&Uon. 

( 
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CI!ANGES J.IADB Ill THE PROPOSALS 
or I!&T 12. 194Q 

Caah Contract 
Appropriatiop AuthorlaUop 

Proposals ot lta;r 12tb • •• ••••• •• tS60,027 ,62) • 97, 7S9,634 

1teduction ot 2:1 boabere •• ••••• • -5, 682,)04 -8,~,000 

P.oduct1oo of 38,000 •n and 
wl tar and oeHIIt1al 1 teas 
t.bl:n.tor ••• • •••••••• •• ••••• • • -76, 434, 850 

De!e....,nt of powder contract• 
fJid transfer of require•ente 

A7,6U, 681 tro• cash to contract ••• ••••• -17,6U, 681 

TOTALS • • •• • ••• •• • • •• • $460,298 ,788 $106,871,)15 

%2W 

$6S7, 787 ,2S7 

- 14,182, 304 

-76,434,850 

$567 ,170,10) 

Tbe JJaDufacture of powder requiree approximately one month, The m&Dutacture 

or t.l:e ot.'ler coo:ponenta of a co"P1•te round of aa:runition require• up to nina 

oontho, It is eooentlal , therefore, ill e:n:r ...unl.tian progra that contraota for 

OOI!pOnonto be let .. u ahead of the ...,uraoture of'Uie powder , Furth01'010re, there 

11 available in 1:Wk 20, 000,000 poiiDiie of World War powder which 1a goocS enouah to 

bo loocSecl if it io to be u...S ahortl)' thereafter and 6 ,000,000 pound• of """ powdu, 

Tbuetore , there ahould be no del.q ill procuring all other co~te without delq. 

Bld.P Branch 
u lilT mo 
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y a•IM!J or PRDiCIPjL CRITffiti~ ay Ha-;ps 11 

8 ? ' ? m m liiiP"'' 

A.A. Guno, 90 u 

Sound. Locator s 

Load. COlllputore 

Cluna , 37 - .... .... 

llachine Cuna, Cal. SO &, .t., 

Seal.-autoaatie P~ea 

Anti-tank guns, 37 • 

llortare (60 • & 81 •) 

l.laehi.ne Gw>s, Cal. SO 

Gun 75 1111 IIOdernized. (Split Trail) 

Howi tser, 75 • Pack 

Howitzer, lOS u 

Howitser, 155 - Hi- Speed 

Cun, 155 HI.-Speed 

Gun, 155 • Hew Long f!all&e 

Howits.er, a• 
Scout Cara 

Light Tanka (156 Light & 32 Mediua) 

Traotora (Mediua & llea"7) 

Bridge steel Portable 

Seercbligbta lloblle 60• 
Poc toc Bridie 10 toe & 23 toe 
Tiatar 5uppq Equi~t 

Gas llulta 
Clctb, O, D, Wool {,ds) 

PJraai4al 

21 

170 

132 

215 

568 

45,770 

96 

982 

670 

274 

53 

60 

3'11 

256 

8 

24 

388 

188 

659 

.38 

175 
10 
43 

762, 324 
s,ou,Sl8 

4),010 

~ 

179 

/ 
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~ ..... -C:J 
~~WN or ~NCIP~ ~SENTIALEifi~ rHcwn03,4.oooJX)o ES DiA VORC llNIT§ 

(This does not include auch equipoent for the 
38,000 men required to bring t he Regular ~ up to 

280, 000) . 

Motor vehicles •••••••• • • • • • •• • ••••••• • ••• 
Tool sets ................................. . 
Blankets ••• • ••• • •••••• • • • ••• •• •••••••••.• 
Sh~s, service, pairs . .. ..•............. . 
Raincoats •• • ••• •• •••••• • ••••• •••••••••••• 
Suits, working, one piece •••••••••••••••• 
Suits , Wlderwe-ar •• ••.•••.•••••.••...••.•• 
field lanterns • ••••• • • ••••••• •• ••••••••• • 
Vacuum tabes tor radio •••••••••••••.••••• 
F laahligh ts . . . . . . . . . . . . . . . . . . . . . . . . . . . ... 
Signal Panel sets ••••••••• •••••••••••••• • 
Seta camouflage equipment •••••••••.••• ••• 
CIJIO\lf'lage nets ••• •. ••• •••••• • • ••••••• • • • 
Seta topographical equipment ••••••••••••• 
Coils, barbed wire • ••••••••••• ••••• •• •••• 
Aircraft c.u .eras . • ......•.. ...•••• ••• ...• 
Refts, penuaatic (Air Corps reserve) ••••• 
FlJlnc jackets ...••••• •• ••.•.. ....... ••• • 
Parachutes . ..... ..... . . ............. • • • • • 

B&LP Branch 
1./, II._., 1940 

24,000 
17, 000 

350,000 
500,000 
750,000 
500,000 
900,000 

1,600 
)0, 000 
10, 000 
1,000 

350 
2,000 

115 
1.1, , 000 

500 
.500 

2,000 
2,000 
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JlRIW(I)(JIII C1P l'Rn'CIP.U. SIACOAST llD"ENSB rm1S 

(DICLIJDDIO SEACOAST ll!FEIISB .li1TI- AIRCIW'1' EIQUIPII!IIT) 

COIITAINED IN THE PROPOSALS C1P ~ 14, 1940. 

1. .ltlantic &!!d Gu1t Cout" 

131 

a. Batten conetruct iop. - 15511111 emplacements at llarbor Defensu ot 

J•• a.ronl, Narras&Matt Bt.;y, Long IslaDd Sow>d, DelAware , Cheupoake Bq, 

Charleston, !(q lleat, Penaaoolo., Oe.lveaton, t.nd l:IOdarnising and i.loprov1Jlg 

e:datl.ng batteries at harbor defeneea o! Long leland Sound , Southern New Yori: , 

S&nd)' Hook, DelAware and Chesapeake Bq, 

b. Seaeoaet !ire-eoptrol •teriel, for eo~~pleting and .adernising 

fire-<lon!;rol installations for seaeoaat armament and providing .. aeoaet aearch­

Uehts at !!arbor Def'enaea of' PortlAnd, Portamouth, Booton, !lew Bedford, Narragan­

utt a..r, Long IslaDd Sound, Southern New tork , SandT Honk , Delaware , Cheaapoake 

s.y, Charleeton, Key Tleat, Peneacola and Oe.lveeton, 

c , UndeM!ater defense . - Providing shore installations and mine equipment 

for aine proJects at Portland, Port...,uth, llarrasanaatt Bay, Delaware and Cbeea­

p<takt Bay. 
d, Antiaircraft materiel. - Antiaircra!'t guns , autoaatic weapons , tire­

eootrol equipment, for Herber Defenau of PortlAnd, PortaJIIOuth, Boston, New Bed­

ford, Narregansett Bay, L. I . Sowld, Southern liew Yori:, SandT Honk , Delaware , 

Choaapeake Bay, Charleaton , Ke:r llest , Pensacola and Oalveaton. 

2, PUerto R1co1 
a, Batter;r conttruction.- Cons~ction of a 12-incb uaeoaat bette17 

at San Juan Harbor and conatruction ot a ).55• gun omplacomente at tix localitieo 

oo tba Island of Puerto Rico, \.u _. t~ '\\u O..ll'lln . 

b, Saacout fir.-contJyl.- llateriel and instellation or tire-control 

eqoipment for 12-inch seacoast battery of San Juan , 

c . •-·nttion atol'!B! . - Construction ot storage uguinea at Fort 

l!ilu Depot. 
d. Aat1a1ryratt materiel. - Procur!llent ot antiaircrart guno and !ire­

eoot:ol equipment tor the leland of Puerto Rico. 

J , Panama! 
a , Batter;r oonttruction. - Construction of tool bouaoa and ~~&~asiDe& tor 

75 and l5S.. guns en both coeeta, 
b, Seacoaot f'in-coptrol vterial . - The purchue ot !ire-control 

eqUipment for exitting betteriee, Panau. 
c , Seaz:chlightt.- l"or the 1Dstallati001 or aearchlighh and the con­

struction ot acceae roada to outl;ying bettariu and aearchlight poaitiona , 

d.. M Mterit l . - For t ho prooureMnt or antiaircrart gune, euto.at1c 

napcos and. fire-control Mteriel to aeat exieting ahortagea in the proJect, 
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DICRIWlE R!QUIRID !0 ADD 38,000 
EIILISTED TO THE RJ!:GllLAR 4RIIl .liiD BRIMG l't TO PE&CI: 

S7REHO'rll (280,000), 

1D the renaed proposal ot .._, 1.4, 1940, a reduction 11 

...Sa tor the 38,000 enl.iated il>creua aDd t.-porary abelter, 

and c.,..ercial (essential) ite.a ot equi~ent tor the 38, 000. 

Tbe revision, however, does oontain proviaion tor the re.ain­

ing requirements 1J> non-c01111ercial (critical) i taao ot equip.. 

mont for the Protective Mob1lioat1on Plan Force, which force 

includes ~ such il>crease. 

8&LI' Branch 
1.4 ..., 1940 
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SUJO.:ARY OF ADDITIO!W. REQOIREIIEN'l'S FOR NATIO!W. DEFENSE 
I!i A.DDITIO!i TO Til! 1941 BUDGET AHll TilE SUPPLDIENT.U. ESTD!ATES OF $1.8,000,000, 

EICWSIVE OF NEil AIRCRAFT. 

Provision b7 Joint Resolution for the ianediate increase ot 
15,000 enlisted men ••••••••••••••••• ••••• •••••••••••• •• •••• $ 17, 146,812 

Antiaircraft equipment , both mobile and seacoest defenses. , ..... 47, 383, 264 

Ant1a1rcrart aamunition.... ....... .................... .......... 16,775,060 

1\!.nds t.o speed up production or -tedel on current contn.cte 
and in the llilit&ry Appropriation Bill and the 818 ,000,000 
of supplemental eetiaatee no• before the Senate.t.......... 31, 918,168 

Commercial (essential) ite~e still required b7 axisttns units 
of the Regular AnQ' and the National Guard................. 74, 321,054 

llodernization of coabet airplaneet 
Air Corps •••••••••••••••••••••••••••••••••••••••••••••••••• 
Heavier and additional weapona and ~tion .••••••••••• • • 

lla1ntenance during fiscal 70ar 1941 £or the increase Of 15,000 
men •• • , •• •••••••• ••••• ••••••••••••• , , ••••••• •••••••••••• •• • 

R4main1ng require .. ente 1n non--<:OI!IIllercial (critical) items or 
equipment tor the Protective llob1Uzation Plan Coree 
(less antiaircratt). ! •••••••••••••••• ••••• ••••••••••••••••• 
Plants to epood up ~tion production.! ••••••••••..•••• • 

Additional aounte ror eeaeoe.at detenaea less ant iaircrattt 
Atlantic Coast, U.S •• ! .......... .. . 
Pa.na.J~~.a ! • • • • .. • .. • • • • • • . • • • • • . • • • • • . 
Puerto Rico. '! .•..•. .. •.• • • • • • · • • • • • • 

Anchorage Air Base •••••••••••••••••••• •• ••••••• •• •••••••• ••• •••• 
Procure,ent Planning and Industrial ltobillsation •• • • •. • • • • • • • • • • 

TOTAL • •••••••••••• ••• •• • • • • • • • • • • • • • • • • • • 

s,ooo,ooo 
2) ,188,200 

15,260, 254 

262,466,S49 
44,27S,OOO 

6, 799,016 
2,S8S,206 
3,S59,010 

8,752, 560 
7. 7)9.950 

$S67,170,10) 

Ceab appropriations ••••• ••.••••••••• $460,298,788 
Contract authori~atione • •••••••• • ••• 106,871,315 

' InclUding speed-up. 

liW' Br. 
S- 14-40 

TOT.U. $567,170,10) 
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lOIIT RISOLUTIOI , 

Authorizing $17,146,812 for the Militar,r Eatablia~ent in 

ordor to increase the enliat.ed at.rancth or the Regular 

Jntt tor the ba.lence of the fie cal reor, 1940. 

l!!ao1 .... d .l!l. .!.!!! SeMte .1114 llllYa Rt l!tm;:u omtethes 

Rf. .1:11! !1!!1 ted States ot .lJgeriea i!! Coweu &~ae!bl!d, That 

there ie bereb)- appropriated out of an:r 11011q in the Treuurr 

not otherwise appropriated, to be iaaediatel;r a-railable, the 

IIIli or $17,146,812 to be expended in the diecretion of the 

Sooratarr of War tor all expeneee incident to recruiting, aain­

teining, and equippinc durinc the balance or tbe current fiscal 

)"6111" lS ,000 edd1 tional enlisted aen in tbe !!tgular Artq, eucb 

e:rpeneea to include but not to be reat.rioted to pe.y , conet.ructicn, 

ratione, abelter, oanitaticn, Mdical and boapital care, elothinc 

and equipqe, t.r&D8portet1on, ....-..nt and equipeent, tranl, 

tha pl.ll'<:baae, Mintenanc., repair, and operation of peaaencer­

e&rryinc 't'8biclea, tba 811pl.o;J11ent or perao ... and the procureaent 

ot auppliea and aervicea at the seat of JO'f81"111111Dt and elaeebere, 

and other expenses naceS&arf but not enuaerat.ed ebon • 

184 
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135 

1. C..plete the orp.niu.t1oc ot a 11xth cUTieiOD 
(part alr~ 1D existence) ••• ••• •• •• • •••••• 4,000 

2. ProTide eoaentiel wpportina troope tor a eeoODd 
ir~ Corpe •••·••••• •• •• • •• •••••• ••••••• ••• •• 3,000 

), eo.plete the MechaDized lldpde •....... •.• ••••.. 2,000 

4. Organise one peck artillet')' rea1Mnt and coaplete 
another~ 1D ezi•tenee • •••••••••••••••••• 2,000 

S. Orpnise en l!Dain•er Genero.l Serrtce reai.Mnt o.nd 
coaplete en ED&ineer artation reaLMnt .... .... . 800 

6. Ora&D.lse two baa~ art.1ll.ery battalioaa •••••• • ••• 1,000 

7. l'1ll o.bortepe 1n exietin& lledioel Ullite .. .. .. .. 400 

8. ProTide additional suppl;y, ada1n1etro.t1n and 
eerrtce UJl1 to and personnel required liT th11 
inareaee • ••••• ••••••••••• ••••••••••••••••• • •• 1 .8QQ 

Total 15,000 

: 
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:oroJ!!AS1 Ill THS IIIGilLAR Alliii or 15,000 IIZII Br J1liGI 30 .&liD or 38, 000 ADDI­

. TION.&L BY ~ 30, 1940, TO RIWlH I'£ACll: S'l'RBIIG'I'H (2801000) 

186 

ro maint.&1n 1111tU the eod ot the CU1"1"$nt tiaoal y-ear aDd equip w1 th 
ouential iteae an 1Dcreaae ot 15,000 Mn, will require , ...... $ 17,1.461812 

to 1:&1Dt.&1n during the fiscal .,..ar 1941 the 15,000 iDcreaoe aDd 
to u..1nt.a1n and equip the 38,000 additional with ee..,tial 
ite2S will require...... ......... ............ ..... ............ 91,860, S04 

'!be to tale include f\mda tor tra1D1Dg, pe.;r, treftl1 oubaietence , 
olothl.ngJ tranaportetion; te11p0rary alwlter aDd teliJ>Orary 
boepital taoilltiee; eeeential it••• ot equipMnt, eto , 

The appropriations 1.nvol ... d are ebown on the inclosure. 

!bel, 

B&LP Branch 
11 1101 1940 
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STAT!IIEZtl' OY FUJIDS TO BE APPROPRIATED BI J'OI!ft ltESOLtl'l'IOI 

Appropriation Title IncrouiDC Arrrf 
by 15,000 En-
listed lien tor 
period llq 11, 
1940 to J'une )0, 
1940. 

Solarioa, A.G.O. t 3,550 
Solari••· c.s.o. m 
Prlnti.D,t and !ll.ndiDg 
Con~ont Expenses, liar Dept. 3,000 
specl.ol Field ~laos 
l oltaro or En11ated lien 3, 800 
Pal ot tho~ 284,142 
Tranl ot the J.rrq 468,498 
Fi.!Wlco Service 5,022 
R•iUl.ar Supplies 12, 259 
Sli>aist.ence of the AniT 172,730 
Clot.~I.D,t and Equlpege 4,095,837 
Incidental Expenses of the Arrq so,ooo 
Ant Trenapor\4t1on 4,452,434 
Horses, Draft and Pack .t.niaala 
Borracu and Quarters (Temp. shelter) 4, 211,854 
Const.rw:tion & Rep. of Boapl.tals (Temp.) 324, 500 
Si€nal Serrl.co of the Anq 241,000 

S1,UO .. dical and Hospital Departllellt 
~lneor Serrice , .lniJ 139,16'7 
Ordn>.Dee Serrl.ce a: Supplies, .U. m.ssa 
Ohalcal Warfare Serrico, Arrq 10,831 
Orsanhecl Reserna 360,635 

15,290,947 

OFFICE OF TilE ButGET OFFICER FOR TilE f!AR DEPlR'I'IIFliT 
lle;r 10. 1940· 

Addltioaal 
Cri tical 
Iteu or 

Equlpaent 

39,820 

114, 405 

266, 310 

773,685 
661,645 

1 ,855, 865 

. ~?7 _ ... 

Total 

3,550 
7'2JJ 

3,000 

3,800 
284,142 
468,498 

5,022 
12,259 

172,730 
4,135,657 

so,ooo 
4,566,839 

4, 211,854 
324, 500 
507,310 
51,110 

912, 852 
1,o61,503 

10,831 
360,635 

17,146,812 
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ESTIJI.l'l'iS TO UINr.UN AliD E9!!IP 11'ITH ESSE!fi'I.lL ITDIIS, 

JJl AVDIAGB INCREASE OF 48, 250 DILI6Ti1Il liEN FOR FISCAL YEAR 1941 

(ACTUAL I NCREASE 53. 0QQ) 

Appropriation Title Amou.nt 

Salariee , Ortice of Secretary of War ..... , . .. , , $ 1,620 
Salor i ee , Adjutant General '• Offioe ••••• • ••••• • 143,520 
Salor i ee , Offi ce of Chief of Finance , , , , , , ••• , • 23 ,58o 
Saloriee, Ortice of the Qwlrtennaeter General • , 32,320 
Salar i eo, Office of the Chief Signal Offi cer ,,, 34,260 
Salar ieo , Office of the Surgeon General , , , , , , • • 61,56o 
Salari ea, Office of Chief of Ordnance •• • ••••••• 48,000 
Cont i ngent ~peneeo , War Deportment •••••••••••• 36, 150 
Printing and Binding, War Depertmant •••••• , • • • • 46 , 234 
Sp~ial Fi eld Exercises •• • ••••••••••······ ·· ··· 3 , 18o ,OOO 
Welfar e of Enlieted k eD •••••••••••·••• ••• •••••• 731 349 
Ply of the Army ••••••••••• •••••••••••••• ••• •••• 25,507, 670 
Travel ot tho Army ••••• •• • ••••••••••••••·•••••• l ,334, 84o 
Fiz~nce Servi ce , A~ •••• • •••••••·••••••••••••• ~2 ,500 
Subei etence of the Army ••········· ·· ·· · · ••••••• 71907,758 
Regulnr Suppl i ee of t he Army ••••••••••••••••••• 1,965,168 
Clothing and Equipoge •••••••••••••••••••••••••• 10,322 ,785 
Inci dental Expenaea of the A~ • • •• • •••• ••••• •• 425 ,000 
Army Tranaportation ••••••••• • •• • •• • • • • • • • ••••• • 9, 639, 736 
Hortoe, Draft and Pack Animale •••••••••i•••••• • 658 ,070 
Sarracka and QuArters (TtWP0~4tl.f~9l~9fl ••••••• 1),6o6,87l 
Construction and Repair ot Hoapitalo<T9~o~'ty'r) 2, 261,585 
Signal Servi ce ot the Army • •••••••••• •••••••••• 565 ,100 
l edieal and Hoopit&l DepartQent •• •••••• .••••••• ~18,016 
Engineer Service,~ • . ..•.••••.•••..•••.....• 1, 7?1,000 
Ordnenee SerTico and Supplies, Army ••••••••• ••• 3,409, 117 
Chemical Warfare SerTice, A1":1l'f ........... :.. • .. 220,842 
Or6ani&ed Rooorvea ··········••• •••••••••••••·•• 7,573,253 

TOTAL ........ ............. .. $91,860,504 

Ba.vt> 5/10/40 
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•t ••• ar UIDI6II a.~~ • -mo. jiD ~ u.a ::aauw 10 • ,.. • 
1r m ..... u a.-... m .._._-=liAr'· lMO, 
fO I 10141M .,_ ar AIWiilii an.r G1 £ a-11D1 lAIII. 

•~o .. , 

of opoMba -.p 4N1Yer1 .. •t 
.nloloo ..,.. u4er _, .. .,.... 
dl.ok ,.nt.l• lo u. olaoNo •t 
1\0U 1h\o4 ... 1 .. 

Coo\ of - U•• \0 ... ~-tazet 

a. 
.t.nlllu7 • J'P ,000,000 
.ll!lli!laUloa 11,000,000 

\o'U uuuo~;;"-aluoa 
for lti a • illiii IU, 

I, :1110,000 

111476•0.. 

1'1114 .&rUUo'lowll&\uul 
A • lOB • It: sen 

1,110,000 

•• 11111- 0... 
,._ •• • • u ..... 
U- 76 • holt llowlbuo 

... nioaUu ot I" .U. ·-a'tloa 
OlouulMl. ..... , 

1100,000 

81,000,000 

lt.lo-t.\al llahrial • 11,000,000 

r..utuoo .,....... ,. prort .. 
for -r .. tu. of ..,_ 
.. _ .... for n • .._ 
of -1Uoa 10,100,000 

t.\al • Ul,IOO,OOO 

• 1.11,101,000 

MUtlNal 
o .. , .. .,...., 

• 10,000,000 

1,100,000 
12,100,000 

1,100,000 

tiO,OOO 

100,000 

1,1100,000 

• 11,110,000 

7,11Y,OOO 

• 4'7,11?,000 

• 
• M , •• ooo 

• 10,000,000 

a,100,ooo 
M,IOO,OOO 

4,.., ,000 

4,100,000 

'700,000 

11,1100,000 

• UO,IIO,OOO 

..,,..,,000 
• 111,111?,000 

toW 

·~ ····-• 111,111?,000 
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0 

p 
T CONFIDENTIAL 

IIIIIOIW«>UV FOR Till PIIISIDI!ffo 

SubJocto ltatuo of ADtiaircratt Art iller y and AmmuA!tioa, 

1 . In compllanco wit h your roqu .. t, tranoaittod by Co.,.ral 't'atooa , 
rot ardl.nj; tho otatuo of antiaircr aft artillery aDd ._..uuoa, tho rou ..... 
i"'' i nfon:ation io turaiobod o 

ARTILLE!!I 
Caliber In Service and Included in Total Total Ro-

.so 
37r::m 
3 inch 
90co 

under Order 1941 quiromenh 

41,535,000 
706,000 
842,000 

24,000 

972 
0 506 

89 161 
Total -

' tl!nfiTION (Complo t o Roundo) 
2, 740, 000 44,ooo, ooo 1oo,ooo, ooo 

65 , 000 aoo,ooo 2,5oc ,ooo 
0 842,000 952,000 

20 ,000 45 , 000 160, 000 
Total -

• 7 ,ooo,ooo 
a,sco, ooo 
2,500, 000 

grand Total • f 4?.000.000 

0 

2. Ti.mo , in -torhl roquiro,.ah, i o or oouroo tho dominant f a ctor, 
ond a pproxt.atoly t • o yoaro will olapoo after appr opriation• aro • do boforo 
delJveriee can be ae cured oD moat or tbe ee iteae. Thie period could be 
roducod by incroaai n& t ho numbor of • ortint ohlrto - and by payi n& aoro 
for ouch pr ocedure, and aloo by tho adoption ot induotrial mobilisati on 
mtt hode. 

Thio antiairoratt ~~~ateriol ie of groat ir.lportanco . It io 
l areoly dofonoin in ~~aturo, thous)> moot of 1t 1o of t ypo o oaoontlal t or 
tho rlold army. 

In oubmittins tbio otatorAnt or purel y antiaircraft dofioionci oo, 
I woul d li ke to co.,..nt 011 tho f act that t horo aro equally oorio11o 
ohor\ q oo of other itor o Of ... toriol . for OX&J'\plll )f million dollaro 
for a.a:ull1t1on for 105 ... hodhon, 155.., guno , aDd 75- &1' ... 1 3i 
d illon doUaro tor 48 - 105aa horih oro 8 - 155 - guno, 24 - a-inch 
~ooit ooro and 12 - 75- pact borih ora J j million dollaro to codorlli u 
3- lnch antiaircraft an::wUUoa (cb&Dgo fuuo t o Mcbanical t ypo ) J 75 
eUUon doUaro tor EWl' and an::wUtion t or aircraft . 

0 
0 

p 
y 

(SOD) IWUIJ II. WOOiliUHG 
Soorotary of 't'ar 
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Ad4J,Uoaal flm4• to 8J>eed up prodllot!GD "" oarrct -tract• 

tor aat•ri• l ••••• • •••••••••••••••••••• ••••••••••• ••••••• 

Ad4J,Uoaal 1'1md1 to 8peed up prodllot.iCD ot •ten.1 1D tile 

11Uitar7 .lppropriatioa B1ll aD4 tbe $18,000,000 ot 

nppleJMDt&l eatia&tea DOW bttore the Senate ••••••••••• • 

P.evlnlng requireMDte 1D qrttiOtl itlu tor uiet1DC UDite 

ot the ResaJ,&r J:/:'Jq aDd kt.ioD&l Ou&r4 • •••• , •• , •• , • , , • 

a .. elntng requirnente 1D uept1e11tlu tor ex1et1DC unit. 

ot the a.saJ,ar J.ra::t and NatiOD&l Guard • ••••••• , ••••••• 

'rl Ma~ boabera U aD oper&ti.Dc ftMrft,. • ,,,,,,,,,,,,, • •,,, 

Modernisation or existing combat airplane•···· ······ ····· ···· 

&D4 Panama .············· ········ ······················ 
ProY1e1on dur1Dg tieoal. ;rear 1941 tor tbe 1Do.....e ot 53,000 

enllated .-e•••••••••••••••••••••••••••••••••••••••••••• 

Re•lnlng r.quir~Mnte 1D or1t1oal. 1tlu ot equi~t tor tile 

Protectift MobU1sat10D l'l.aD roroe •••••••••••• ••• ••••• 

&seenUal. taoll1u .. to ipMd up .-it.iCD prodllot.iCD • •••• 

lodd1UoDal. -t• tor .. ..,out detiJle .. , .ltliJltio Cout, 

ContiDental Oaited State• • •••••••••••••••••••••••••••• 

llostoraUaa ot projooot u nbmtted to eo..,n .. tw tbe 

.&..no borage .Air BaM, Ala*a. • •,, •••••••••• • • • • • • • • • • • • • • • 

191 

• 15,000,000 

16,918,16!! 

15,890,125 -
297 ,885,-"11 

442'15,000 

Rostoratiaa ot tile progroaa u ... bmtted to c:cagr.•• tw Pro-

c:\lnl..at P"•nn' "I aDd IDdustr1&l llotd.liutiOD ••••••••••• __ .J7u·u719:z:~~.o·..J9:.oW~ 

TOTJL J.DDMOftAL BIQ~• • • • • • • • • • • • • • • 

• IDoludiD.C IF 111 GIJ• 
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State!!!!nt on Pr911l'!!! tor the Air Corpt. 

The Acting Chief ot the J.ir Co:rpa atatea that the preaent 

procurer;ent prO&f&ll can not be accelerated unleaa this pr~ram ia 

oug..ented b)l aueh an increase of planes over and above the present 

progru aa would just.U7 an increeae in exiatinc productive tac111t1eo. 

'l'hi a would alao in'folYe an increase in the atrencth of the J.1r Corpo. 

·o2 .!.v 

'l'ho War Depo.rtaoent baa aal<ed the Senate Apprcpriationa eo..ittee to 

J..Dcroaae the &IIOUDta now carried in the Houae bill br $21,861,83.5 to 

proYide 109 planea for Mintenance of eOIII>at unit.. The Senate Co.-ittee 

was alao intoraed that it 1e "'"!7 deeirable to pronde 27 additional 

hea'fY bollbardment planes at en eatiaated coat or tl4,182,J04 to coaplete 

an oparat.ine raaerYe in that t;ype. 

The atatua of estiaateo 1a aa tollowa• 

S7 planes $6 , 5)0,109 pronded b)l Bouae 

109 planes $21,861,835 aubloitted to Sellate 

27 planes l' l ,l82, 3()4 aakad bT Qliat ot the J.1r Co:rpo 

$42,574,248 

Thia ._...t need not be inolllded in UO' auppl.->tal estiatea 

1t it 1a to be eonred in the 1941 Anf1 J.ppropriatico Bill. l'Urtber 

•uc•enta tion in the J.ir Corps paraonnel .nd equipHI>t will not be 

requested unleao the ai tuation aa 1 t att'ecta thia countt7 beeoeea acre 

Critical than ia apparent at this particular tiM. 
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and WA>h ott.r otticera and ...Uated - •• are aow or -:r berMrter . 
be provided tor. Except 111 ttae ot -.r or eiailar MrpDCT wbea 

tile public eatet7 d_,da it, the ..,.ber ot ...U1ted - 111 the 

Resular A:rfq shall Dot exceed two bUDdrad and aipqr tbou.Mlld, 

incllldiDS the Phillppine Scouts. 

. ~ 

J.93 
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.. ,bnw{ 1lana llf ~ 
•lllld 6lwtftl ~ af Juttn 
~B. II. 

Jla y 10 , 1940 

Ptr~onal and Confidential 

Honorable /len ry J!orgenthau, Jr . 
secretar y of the Tr easur y 
rtos hlngton1 D. C. 

Dear J!r. Secretary: 

rith fUrther r efer ence to the act ! utt iea of 

:.s? 
, 

l!uller and Co.,pany, I haue r ecei ued conf i dential infor ­
~:<~tlon to the eff ect. that Jlulle r and Co11pany had requested 
the Coltmbia Snelting and Refi ning Coapany to eubait a 
bid on 2, 000 tons of electrol yt-ic copper, 11 000 t ons of 
zinc, and 200 tone of tin for the Rouaan I an Couernnent 
Stta!lshlp Lines . I am aduised that t.he Columbia Saelt-
ing anc RefIning Coapan y is uery doubtfUl as to IDhether 
I t will sub11lt such a bi d . 

Anv further lnfornatton IDhich I r eoelue c on­
cerning this matter I will gladl y tranaalt to y ou . 

Respectfully, 
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.-• ' r 

-.... 

··r . G•n t on 
;·r . GrtiVE'S 
" r . : ochrf\n 
,.r. y· un-
· ·r . ':' O"""'ron 
tr . H~~!! .. , . . . . S·•lJ.1va n 
··r . :ot~tln 
:... . :n 'tc 
··r . sc· .. · ·~ rz 
"r . F,., ley 
"r• . Y.lotz. 

!:ry 14, 1)40 

4: 1,.5 ' 1 , ':\ , 

:.1:_. ':hor-:1!_(1.!2 : Flne , ! •·:111 'be P nc•· "'.e n. 

·-· Jr: I sent ;;or e. t o ::rc 'tc 'trd botter "'lll." :;olf 
·r~n;:;on . It ""' 1l d ~c t"e 1pet c'·t'nc c '·e wouln ':rvc , 
vcr .. Sttt~rc':C':: ~tter!"!oon ~c c oulct hnve .,rr ~;)l" ~lf . 

... :, ·c-,.··r no\· , Tho:'lpson. 

p:' . ~~O~""~G~n ! 
:'t'•'l;c . 

! t:- 1n'< I l''"' -,e r e t 1 red than I 

"l" 

: ... ,Jr: I thought 1f ;·ou u cu1d be 
• • ,_, "1"1 •·!:.'lt 1 € ha-,-,e!1ln"' Pnd e> P no.,n 
"'"0 "~ f~ nnd t 2ke your t\·.'O !"ull ~;ee!.o;s . 

" r rc ld? 

~ere ln t he ~ornlr.t 
PF he ls full o f lt 
Yo'J :;p. ve e~:-:1cC. 1 t . 

Fo:" t hose of you ··iho ar e 1 ntercet ed ln t he Stpt e of 
: ' ' ·n• , •tou ':lll.Y or nay not ::nol'l tr~ t ::r . "c:·utt -- not 
"c"·tt• , 3COI::'llln !:lder - - has na l d uo t l'e f ul l t l'll on 
• ··; , ·~r . He hee -1 ven us P c heoY. for ~S4, 'lOO, Pnd :.:r. 
='' Vf't't 1\nt'. ,:l' . Hc lvcr1nt; recom"iended the aoce~tnr.ce a nd 

38 
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did accept it so that the $235 ,000 on account or the Two 
Per cent Club~ So they gave us a check tor 884,000. 
So who am I to throw away money or retuae to take it? 

Dr. White: $8~, ~00 on $235,000t 

HM.Jr: No penalty. 

Mr. ~raves : You get into pretty high bracket s there. 

!Ul Jr: They just won't let the lawyers have anything 
to do wit~ thl&. They j ust pay it. That settles the Two 
Per cent Club. R1ght7 

!lr. Sullivan: Yes. 

KM .Jr: We have no case nov, have we? 

Mr. ~aston: Pretty expensive privacy. I don't doubt 
he spent it tor politi cal purposes. 

HM ,Jr: That's his business and it's worth Cg~,000 
to him not to talk. And, needless to say, we are not talk­
ing because 1 t is against the law. 

Just so that none ot you t eel sorry or hn~ poor me, 
vhen Jesse Jones said he would rather have a 15-year real 
estat e loan than ~vernment bonds, the nastier Jones gets 
the mo re pleased I am tha t Carter ~lase threw out the tvo 
proposals peraonally. Senator Glaee personall y, I think 
more than anybody else, let Jeaae have 1t. 8o the nastier 
he gets - - and he certainly vas nasty -- the better I teel 
about it that they gave h1m abort work 1n the Senate, and 
they certainly d1d. Firat time he has ever gotten trilllmed, 
hn't 1tt 

Mr. Foler: 
himeel1'. 

On something he wanted very much tor 

Mr. Gaston: 
Yesterday 1a report, 
approval but it vas 
oppoe1ng it•. 

I certainly liked that phr ase 1n 
•Mr. Jones ea1d he had the Presi dent ' s 
noti ced Administration supporters were 

KM Jr: Just wanted to say hello. Anybody got any­
thing? Ttou people want another laugh, George Harrison 
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cn1'< ~ ne todny on sooething and he enid , "I thou;;;ht ! 
•u h~ t o · ell you thAt l-:arriner Eccles on1d I shoul dn ' t 
~~ll you rtp 1n CRee t h e Government l!ond l-!Arket went co>m, 
tt.•t he wns e;<:>1ng t o l e t you knoH prre<:>nnlly ." So I a~id, 
"! ,.,uld lll~c you to call me. " He eni d , "A:-e you aski ng 
::~e? " ••::c11 , fro r.1 no~< on ! 11111 ctll l you ." He sn1d Eccles 
•ol• !.i.1 not to call n e . So 1 t 1 s all r1 ,~ht ttl th me. 
::cc' •s c~n t el l Also!) nnd Kintner firs t how he saved the 

nd ,pr %eo; ~tnd I >!ish you could have henrd Geor ge !-:arr1oon 
! ._· .. :rwe you ever heard or anyth int; 11ke that? =:col es 
~ol! :.:., not to call ::Je on the Gov em':len t 9ond :-:arl:et . 
. • llo •:· el• e u"s to talk to r:e . A:naz1ng ! 

?hi ::. , I ~<oul<i like to see t ooorro1< or C'hursday 
:,lo~: J~cq~1n a~d it's in connPction with the en;;;ine 
~o:• ~!1<' so- '1\l led bloch ':xmber e . 

:·r. Young : i/hlch do you prefer? 

H!! Jr : A l1 t;;le b i t bet te r Thut•oda>· a ft er noon. 

!·!r . Cotton : ! have a rather a cademic qu~ation . How 
··ould Y'U :!. ike the ':'reasury to vote on the Ch1lenn l oan? 
It ' r c•rrHd anyway no matter ho w you vot e . 

!'!·! ,Jr : I sau it i n the oaoers. Vote >tith the 
.; ~~:-.1o tr.,t1on . 

::>::- . ;ntite : See 11!'!1ch .. -ny Jon~ a votes an<' vote the 
~t':er 'l.;ay . 

'!r. Cotton : ':'hat ' s wh~t I hPVt' c!one eo r ~r. 

;;:: ,J r: I warn you, it' s n bPd d11y to tnckle :::e on 
Ar.:·t· 1n~ oerious. I r ef use to b e t oo st'riouo tonight f or 
! !'~·:· I :'lit ht cry. 

!!r. GAston : <~e gA.ve a general l1cense t o the Be1,;1A.n 

mt. ,Jr : 11 : 30 Thu rsday for J acquin . If anybody els e 
"'a!lt ~ to come wi t h hi m, all r i ,;ht , but I have a part1c\llar 
Nnsn for uantlng to see hi m. And betore you go home I 
"'"'·' "-'J Army paper s ·oack. 

Regraded Uclassified



- ~ -

Hr. Young: Vlhat I wan t ed waen 't there , I wondered 
1t your til1nc system was bad. 

201 

HH ,Jr : That goe s in the sate ton i ght . All of t hem. 
\1!-.At nre you (Sul 1.1van ) sit ting on the end or your chair tor? 

Hr. Sullivan : Thurman Ar nold called up . He was 
disturbed on some probl ens we might be getting i nto on 
purch•seo or c rucial suppl i e s that we don' t know about 
Md wondered i t he could see me tomorrow, and I wonder ed 
if you wanted me t o take Phil with me or fi nd out t1rst . 

Hl! , Jr: Crucial? That ' s not militlll'y. 

>~ . Sullivan : Crucial ie the word he used . 

The !la.ri t i me Co=i ssion - - I mean, the Budget is with 
us on the opposition to t h e measure or t h e Mari ne Bill. 
Thnt' a wha t we d i scussed wi th 14r. Harris . 

HH, Jr : That' s when somebody buys somethi ng tor 
~25 , 000 end s ells to r $22 , 000 , 000 and doesn ' t want to 
9AY t he tax. 

Mr . Sull ivan: The Budget wrote t o us that they woul d 
interpose no objecti on to our objections to the Bi ll, so we 
;;ot Bhold or t h e l4ar1 t ime Commi ssion and r ound ou t the 
Bureau or t he Budget had not i nt erposed any objections t o 
their i ntr oducing the Bill . So the l{srltime Commission 
thlnke t he Budget is wi th them. So we ca lled back over t o 
the Bureau or t he Budget and t hey said, 1 llo, we ere with 
you tel lows. • 

H!{ ,Jr: In the r oom, t he nicest wo rd I can think or 
is t hey ere a bunch or siss i es. And that's a compli ment . 
c .r..? You got i t under con t rol? 

l~r. Sulli van : Yes , we have 1t under control but we 
are ;;oing to hilve a tight. 

HH,Jr: lfe j ust licked Jones. 

Norman? 
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~tr · Tholltl")son : Mr . Bell i e reel ing tine and he had 
ol~~nr.ed to come i n to:norrow ani\ t hinks h e •1111 have to 
nt Lck to h1 s plan . 

ftll, Jr: He mi ght as well stAy out until Pr1day. 

~tr . Thonoaon : I urged him to and he eni d he wouldn 1 t 
1:-e ht\p))y unle sa he cnme back. 

Hf;,Jr : Do you thlnk I should call h1o? 
•"' .. rs . Bell and both were not at ho-ne . 

I asked tor 

::r. ':'hoo"laon: I urge<! hie ta::~Uy no t to co:re in 
~e·.,J•e you sql d Frida;; , but he &Rid he has it on his clnd 
•:It' l'-~d t o t;e t back. 

l!H1Jr: \lho a:1 I fighting on th1a no tax on sale o f 
s~ipo ? 

:-:r. Sul ' 1 van : The l!ar1 t1rne Comr:~ise1on . 

!OI1Jr: \/el l 1 ne ed any help ? 

:.rr. Sull1vnn: Not yet. 

Hl!~Jr: Holler. 

l!r. Sul!lvan: Ay ir e , aye, s . 

!!:o~Jr: Ed? 

HH1Jr: Herbert? 

::r. G,aton : No . The State Depe.r t nent ruled our way 
n· ' 1·•r1oua pr ot ecti ,.e devic~s on shine I onrt i cul a:-ly t he 
d• ;n·tsAL ng equin:nent. Inci:ientally I we got ts,ooo 1000 on 
~he Co~ n t Guard . 

H:t,Jr: Oh1 it ' s uo on the Hi11 ? 

::r. GAston : It's uo on the Hill . Do you know 
what that ~ and crews? " r t increases the C~~BELL !rom 
100 t o 175 oen. It mepns , - - and you pu t guns on it. It 

~~~~s 75 oen to the orev. 

2J2 
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HM,Jr: In order to operate the guns? 

~!r. Gaston: Yes . 

HH Jr: And 11' we had the money, how long would 1 t 
t ake to~ gun mounts• 

Hr. Oaston: At the mercy of t he Navy. 

HM,tr: Ineidentallf, the. Havy haa in ita bill 
£Wl8 to t e Coast Guard, $2,000,000. I don 't know whether 
the President thought it vas so tunny that tin hate in 'the 
!:avy vas for ue and then the Navy had the a!\ille t h i ng. Do 
we have tin hAte - - our ovn hate on our men? 

!~ . Gaston: I dld not know it. 

HM.Jr: Something new I take it. 

Incidentally, how is ~!aeon? I don't like to say too 
much , but the last three or four days, vh..'\t we have done and 
been nble to do to help the President on the War Department 
8111, 1f ! never oame to liash1ngton f or anything else I think 
thnt will b e worth having done. I want to also say in the 
rooc t htl t I consider General ~larshsll a great star. He 'a a 
grent fellow. Have great admiration tor him. He's a 
soldier. 

!~r. Foley: lfant to tell John a bout Hathcock tomorrow. 
:'hat ' a probably what Dough ton 1e cooing down tor. 

HM ,Jr: Let 1t go until to!!lorrov. One thing: Better 
set the a tory troll Graves .so ve get a good b reak. I'm 
c!.."'p>:>ing eoce more Procurement people. 

Hr. Schwarr.: Right. We have been talking about it. 

R!4 ,Jr: The boys know this vas quite a feud on. 

l~r . Schwarz: They were up there, many or them, listen­
in,; to him. 

!GI.Jr: Have they said anything? 

Hr. Schwarz: 
don 't tbirik any more 
hie tact1oa. 

Our boys here are glad we von. TheJ 
or him aa a reault of h1a conduct , 

203 
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~i ·~r: The way h e acted, the better .t he vi ctory. 
AftPr 1t pi cked t he ba tt leground. I d i e' not . He 
1niti11ted it Md ever y t hing el se . lie are not go i ng t o do 
rnythin >;· 

J:r . SchHArz : The resalt speAks fol' i tself. 

Hn,Jr: It t ook a little ~tork. 

::r. Schwarz: !ie charged y11sterdpy thAt we •;orked 
over t '1o weekend and they sat tight . 

H:: , Jr: lforked on who? 

!:r. Schwarz: On the p eople on the Hill. 

::r. Foley : You wor ked on me Sunday. 

HJ{ .J r: I did not do anythi ng over the weekend. 
Tr1od to see Olass e.nd could not . Al t I d i d over t he 
weekend was Hol l and. 

l·!r. Sul l1VRll : And you refused an invitati on to t he 
rac~e . 

~:1 ,Jr : ThRt ' s right . J ones invi ted me to go to 
the r aces on Sat ur day. I t was a nice f ight , but this 
Ar:'ly-J:n•ty Bill the President 1s sending uo 1a great s t uf f 
~nd I reel happy I had a l ittle aoceth i "b t o do with i t . 
I oust have s pent t our hours with General l:tu'shall in 
t!1e last couple ot days. 

~r . White: Bob Ki nt ner was around try1n& to get 
e etoi'Y on preparedness. 

~H Jr: It ' s a ques tion o r kno wing too much. I am 
Act ing ~lp ou t . I woul d not be do i ng i t i ! you had 
n ·:nr Deonrtment, bu t wi th lfoodring and Johnson cooing 
i nto n me eting ~<here t hey d:>n 1 t talk to each othl' t', the 
:>residen t had to us e me b ecaUlle these tello>~a come into 
II <•CP t inc; nnd ~<on ' t show each ot her a memorllJldum and 
wor. ' t evon talk to each other. Th e President calla me 
h1o l!oderator. That is terrible . 0 . K. 

204 
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Ua;y 14, 1940 

2:30 pm 

Present: 

Caotain Collins 
llr. Graves 
Mrs. Klotz 

HU ,Jr: We have been wa1tif18 tor ten days to 
see you neople. Th1s t!4:'1 Graves is so busy ;you 
never can see him. Harold ~cllutt Graves. 

Hr. Gr•aves: Speaki f18 or thA t, we hllve word 
!ron our boys thAt our ~ Club is settled. Tha t 
t~e ~"n paid the ta.x. I will leave with ;you a mem­
or~ndum, if you care to have it. They paid the tax 
on all t he income that was set up against the Club. 
or course the i mplication is pretty Rtrong that they 
had some reason for not wanting us to know where 
t hat money went, because they paid $84,000 to avoid 
1t. 

I i ntend, unless you have something for me 
to do , to go out t here tomorrow for a couple or days 
to co over t he ot~er oases hllnging fire, McKi nney, 
Greenlee, UoHale . 

H!.l ,Jr: O. K. I will take it home and read 
You don't eX?ect me to congratulate you, do you? it. 

!Jr. Graves: ·No. 

HM ,Jr: O.K. I just wanted to know. 

!.!r. Graves: Caotein Collins and I have pre­
oared a meoorendum which summarizeo t he situati on in 
the Procurement Division. 

2J5 

Hl!,Jr : When are you goi ng to go out t here? 

~~. Graves: I was plannin& to leave tomorrow. 
Be back possibly Friday morning and ooesibly on Saturday. 
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~! ,Jr: (Reading attached memorandum. ) 

0Re 1 Further Reduction or Force tn t he 
Procurement Division. 

The more important functions or the Procurement 
Divisi on may be classified aa follows: 

1. Purchasing for emeifency relief proJects, 
support ed by eepar&:e annuil appropriations. 

ann 
benefit 
ally. 

(a) The making of indefinite-quantity, 
or term, contracts for commonly 
used supplies; 

(b) The disposition of surpl us Federal 
property; and 

(o) The promulgation of standard speci­
fications for Government purchases. 

2J6 

3. Reimbursable services, supported by collecting 
the costs from t he departments receiving the 
benefit of the services. These include: 

(a) A warehouse for the storage, issue, and 
delivery of supplies in common use; 

(b) Fuel yards for t he s torage, issue, and 
delivery of coal; 

(o) A Garage f or st oring ond servicing 
Qovernment truoka and passenger cars. 

(d) A furniture shop; and 

(2) A typewri ter repair shop. 

To t his list of reiumbursable services should be 
added a tunction :110re recently aseumed, 
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nominally on a reimbursable baeie --

(f) The maki ng of purohneee for certain 
Governmen t departments, pr incipally 
the Treasury, the Federal Wor~s Agency, 
and the Federal Securi t y Agency, a nd the 
purchasing or heavy equipment for t~e 
Civilian Conservation Co~a. 

For a num~er of yer.re the Procurement Division has 
e xoen1ed a r rea ter a~unt t or the fu nctions enume~ated 
1n on~~-raph ?. above than has been aonropriated by Con­
· reas for t hose functi ons. Si milarly, it has expended 
a rr~~ter a~ount for the services enumerated in oara­
-~~')!1 3 above than it htts collected froo the deoart::1ents 
ut1lizin3 those services. In bot h inst ances, the deti­
c1ency has been met by using funds aooropriated by Con­
r ress tor emersency rel ief ouroosee . 

A s urvey which has just been comple ted shows t~t 
durtnr, t he 8- month peri od from July l , 1()39 , to Feb,.,,_ 
ory 29 , 1940 , the emergency relief runde so used aoounted 
to ~623,295 . 10. For t he entire fiscal year 1940, it is 
estimated t hat this figure will np))roaoh Sl ,OOO, 000. 

So f a r as this condition was t hen known, it was 
brougi1t to your attention by our cemorandum of February 
6 , and t o meet the s i tuation you aut hor i zed and d irected 
certa in chan&es in the policy of the Procurement Division , 
t he orincioal effect or whi ch was to restore small buyinG 
to tne departoente served , leaving t he Procureoent Division 
t ~ functi on as a purchasing acency only wlt!l res')ect to 
~elst1vely large- scale tra nsactions. Almost 400 emergency 
re l ief emyloyees have now been dismissed aa the result of 
t hla change in policy.• 

m1 Jr: out of the 400, plea se ~~e a note, I 
wan t to k~ow how many are placed 1n ot her Deoartments . 
·.ve once se t uo e. comm1 t tee for that our oose. Hopkins 
did , tno or three years a go . 

CaptaIn Collins : They are eu))posed to go over 
to a Re~istration Commi ttee nnd re-regiet~r. 

' I 
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lll.l,Jr: I would like to know. 

captain Colli ns : Yes , air. 

~J 1Jr : I ~ould like to know. 

(Resumed reading ) 

. 2J8 

Please. 

"While this action has substantially alleviated the 
d1 ff1culty , i t appears fro~ the study Just concluded that 
1t is not sufficient to i nsure a solvent position for 
:he Pr~curement Division. We now estimate t hat unless 
turtner steps are ta~en, th~ Divi3ion's operations during 
the fiscal year 1941, emergency relief transactions ex­
cluded, will show a deficit of approxicately $365,000. 
We a re coo~itted to the Bureau ot the Budget and the House 
Co~ittee en Appropriations not to per mit the fu~ther use 
of emergency relief funds tor functions unrelated to 
emergency relief . We are, thereto~e , compelled to make 
up this deficit 'by a fUrt her curtailment ot expenditures 
or 'by increasing seevice charGes, or 'by a combination 
ot 'both these expedients. 

•we propose to study each department and branch of the 
Procurement Di vision with a view to effecting at once all 
possible operating economies, and to increasing service 
charges, 'beginning July 1, ne:tt t o the extent that this 
is warranted and necessary. In any case, further reduc­
tions or personnel will be inevitable, possibly reaching 
a total ot from 100 to 150 persons out ot 939 now employed. 
in the District ot Columbia. 1 

llll,Jr: That 1 s over and a'bove the ~001 

Nr. Graves: That's right. 

llloi 1Jr: Gee whiz! 

(Resumed reading ) 

"The necessary reductions will t all moot heavily, 
it not exclusively uoon the emergency reli ef empl oyees 
or whom there remai n 309 on t he Diatriot or Columbia 
Payroll a t the present time. • 

llll
1
Jr: Well, I have 'been over this once. I don't 
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nee what else there is to do. 

Caotain Collins : No, sir. 
going into it from every angle. 

we are still 

~. Graves: There is no other way. 

HM Jr: But please see what ' s happened t o those 
other people, will you, at oncet 

Hr. Gr aves . Yes, sir. 

Now, t here i s one ot her t hing I woul~ l ik e t o 
speak t o you about at t h i s t i me . You told me the 
other day Tthen we last talked about this that you agreed 
Pith ~ reco~endat1on, which concurred with Capt a in 
Collins, t hat a t this time Tt8 make no effort to take 
over furt her purchasing in the Procurement Division. 

HM ,Jr: That's right. 

Mr. Graves: That' a a matter t hat had been pend­
ins in the Bureau ot t he Budget, because the Bureau 
lllllde an engagement lfit h us to get addi tional money H ' 
lt was decided to t ake over additional purchasing. I 
wen t over Friday and spent hours t here goi ng overthis 
situati on and t hey tully acquiesce in the assertion 
t!lat .:c will not . 

HW,Jr: Who's t he fellow you go over to see? 

Mr. Graves: Blandford, the r a nking officer. 
He feels we ought to do so~thlng constructive about 
tl\le and not leave the thi ng go w1 t h the abandonment 
ot this pr oposed i ncrease · in t he functions o f the 
Procurement Division. So in t ha t discussion this 
proposition developed: that we would recommend, sub­
Jec t ot course to your approval because it will have 
to be your recommendation to the President, the issu­
ance of an Executive Order which will crea te an Advisory 
Commit tee to •dvise with the Director of Procurement 
wi th respect to operations of the Procure~ent Di visi on. 
I think it would be a good step pr actically, apart 
from the desire of the Bureau of the Budget that we 
bive this thing a constructive apoeerance. So I am 
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<:ork1ng tho. t out with t he Bur!'au of the Budget and 
in due time we will bring some documents to you to 
consider . 

II!! Jr: o. K. It's n lousy suggestion, but 
1f you~ it needs window dressing I will go along 
!"it !l you. 

l!r. 
c!reasi nr.'. 

Graves: It i s fAce saving and window 
That closes my buainena. 

l!U ,Jr: Anyth i ng else? 

Cnntain Collins: We hnd a meetinc , Just te­
rorc I came over, in my office and Captain Heiss· 
was down from the ~ar Departme~t to say t hat Dr.Feis 
and Colonel Rutherford were over with the Presi dent 
th is a~ternoon for $65,000,000 additional , critical 
mu tel' lnls. 

HM , Jr: It ca!lle f1•om the President? 

Cnntain Collins: They '•ere with hi m this 
nfternoon. First I heard of it. So we will know 
:::ore nftcr the meeting is over. The meeting is set 
for 3 o'clock . 

HU ,Jr : They called you before the meet1r~7 

Cantain Coll i ns: Heise mentioned 1t 1n the 
meeting that Fe1s bad asked Rutherford, in ct~&e of 
stra tegi c materials, to go with h im to the White House 
at 3 oTclock thls afternoon f or a discussion of 
365,000,000. That's in addition to the Sl2,500,000 
that went up the other day. 

~t .Jr : I sent an estimate over for $90,000, 000. 

Caota1n Collins: 
to Sl2 ,5oo, ooo? 

HU. Jr: Yes. I 
i s a ll excited about it . 
lfhat other e-ood news? 

Is tho.t the one that was cut 

am for i t . Everybody now 
I ret very much amused. 
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Captain Collins: I Just saw t he paper when 
I oa~oe in. There i s no such thing as goocS news . 

oOo-oOo 

"'' 1 - "-

Regraded Uclassified



TREASURY DEPARTMENT 

WASHINGTON 

: ~uy 9 , 1940. 

: .~.. .... _ -m:. :iO~ T!--3 -..~.SCR::T.o-~.RY: 

:l<l : Fur ther Reduc tion of ~·orco in the 
.-rocure:1ent 'Ji vi.>ion. 

::.~ ::ore i::r"ort .... !\t 1\l..~ctio:'ls o· .. t~ .. .., . rocure.-,en~ 
.. io .. . . : :.. .... Cl_ ..... :"!"ia~ ~:z rolla~.~ : 

l. --:>urc!lnsi nc for e:,er-ency relief _r o iects , 
:::u_.!)Orte<i b~- se .... -:.;.te .... :"M~u-1 .... ppro;>rl.a­
t. ions . 

: . --:'el'lllanent s t at...:.tory ~:unc~ lons , :::upr>orted 
by unnuui -.~ro~riutiono ~nd uerfon1ed 
for the benefit o; the Cov~raJent de­
p~rtnents cener~lly . Thceo include--

( c. ) The :lt.kinc or inrtet'lnite- quuntity, 
or tern, oontructa fot· connonly 
used sup lieo ; 

(b ) The C.~-.:o:ition 01' s·Jrplu• ::'eder " l 
_'l'O :rt:r; c.nd 

(c) ~-2 ::o :u! ·"" .. ion o. :: .... --.da:-d S)eci­
fiCc.t i o:Js fo:· '"'r<>v :-n::.e'1t :'urc:.-::cs . 

:; . - -~ebburs:>.ble services , ~U!'.o::-ted by collcct ­
ln~ t'e co::ts f ro.-: the do_,_rt.,onts recei':­
inr; t :1e benefit of ... ho 3er. ices . 7-.. _ase l.n ­
clude-· 

( :l.) .n ,,'il.r o:"iOU'Je fot• w'lc :;toro.ge, :ssue , and 
deliv_ry o:r .:~U_l lice ln co:"':"lo::! use ; 

(b) ::Uel :;·ardD for ~!to 3tor e , iz:::.t., , and 
d~liv~ry 0~ OOLl ; 

I 

\ 
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t:e::1o. t or the Secretery--2. 

(c) A garage tor stortns and servicing 
Government trucks and passenger 
c ars ; 

(d) A furniture shop; and 

(e ) A typewriter repair shop. 

To this list of reimbur sable services should be 
added a fUnct ion more recently assumed, 
nominally on a reimbursable basis--

(f) Tho ma.l<ing of purchases for certain 
Government depart ments , principally 
t he Treasury , t he Federal ::or ks 
Agency, and the Feder al Security 
agency, and t he purchcsing of heavy 
e~uipment tor the Civilian Conserva­
t i on Corps . 

For e. number of years t he P1·ocurement Division has 
expended e. gx·eater amount for the funct ions enumerated 
in parn(lraph 2 above than has boon appropriated by Con­
cress for those functions . :>:!.nilarly, it has expended 
c. crout e1· amount for the services enumer a ted in par a­
r raph ) ul:.ove than it has collected from t he deue.rtments 
utilizinG those services . In both instances , the defi­
ciency has been net by using funds appropriated by Con­
-ro3s for onergency r elief purposes. 

~. 3 --

"' aurvey \lbich has just been co=tploted sho"s that 
d~~inc the 8-~onth period from JUly l , l9J9 , to Febru­
~rJ 29 , 1940 , t he emer gency relief funds so used anounted 
to ::623 , 295. 10. For the ~ntire fiscel year 1940, it is 
e ~i· ted thet this figure will appr oach .)1 ,000,000 • 

.;o far as this condition 11as then kno11n , it ''as 
broucnt to your attention by our manorandum of February 
6, end to meet t he situation you eut hor:zed and directed 
cert.ain changes in the policy of the Procurement Divisi on, 
t' e pr tncinal effect of •.thich \/B S to rest or e snell buying 
to the departments served, leaving t he Procurenent Division 
to .!'unction as a purchasing agency only wi th respect to 
r elatively large- scale transactions . Almost 400 emer gency 
reliet employees have no~t been distlissed as tho r esult of 
thi~ change in policy. 
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·.Dtile this action he.s substantially a lleviated the 
t:t•culty , it appears rr~~ tho s tudy j us t concluded that 

'• :. not uuffie i ent to inr ur e a oolvent position for 
t".. r roeurenent Dh'i s ion. '.le now estimate that unless 
rurth '1' ateps ure tc.ken , t he DiviSion • s op&rut ions during 
t1 floo~l ye~r 1941 , e~ere;eney relief transactions ex­
cluued , · . .111 show a deficit of ... p)lroximut el y :)J65 , 000 . 
• J N co11!.11 tted to the Bureau of the Dude;et c.nd t he House 
co.~tittee on ·•!'vropriat i ons not to !'eruit the furthe r use 
0 • ·: ~or~ency relief fu.'ld s for functions unrelated to 
··~ •r :onc:r r olief . :;c ure , t her efore , coupelled to ma.'ce 
"'!' thi <iofiei t by a further curtoilnent or e::cpenditures 
or b:· incroosi nt; service charges , ot· by a COI'Ibi nation of 
ot:~ ~~ese expedients . 

· ;e . r opose t o study each depurt.1ent ti.Ild br anch or the 
. .>Cur\l .ent ::>1 ,·is ion 1:1 th a vie~ I to effecting at onc e 1111 
.o~siblo operating econooies , and t o incroasinu service 
c·,..r.;es , \.eginni nc July 1 , next , to the extent that this 
i s ''' t-r...n ted and necessar y . In any e ase , furthe r redue­
Uono or per sonnel ·:nll be i nev1 t able , possibl·• reaching 
t. total of f rom 100 to 150 pe1·s ons out o f 939 no11 employed 
in the Dist rict of Col ucbia . Tho necessary reductions 
1'1111 fall most heavily, if not exclu s ively, upon the 
o wr eeney relief employees , of uhom t her e remain J?9 on 
t~Lo District of Columbia pay roll et the present tlllle . 
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~ ~ .A~~ISJ-A~'lVf.. z:.:::o. av., u 

TO AMEND ttil REC~~STRU~~ION ~15 
FINANCE CORPORATION ACT 

HEARING 
DIU'OBJD A 

SUlJCOMMI'fl'EE OF THE 

C01Ull'J1'BE ON BANKING AND CURRENCY 
UNITED 'l'A'l'ES SENATE 

SEI"ENTY-SIXTH CONGRESS 
TUI_RD f.:t$$10~ 

0.'< 

5.3938 
,\ BILL TO At:TIIORIZE THE P URCHASE BY THE RECON· 

STRl'(.'TIOS FINANCE CORPORATION OF STOCK 0 1' 
FBDBRAL UOME·LOAX BANKS; TO .~MEND T UE 

RECONSTRUCTION FINANCE CORPORATION 
ACT, AS AMl:JNO.EO, AND FOR OTHER 

PURPOSES 

MAY t•, 1840 

UNITED .,.ATEI 
OOVIll.NMEM Plll>''TilfO OWICII 

'DIHO WA..8UlN&TON: 1.8-lO 

• 

: 
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COMMITTEE ON RANKlNO AND CU RRENCY 
R0 6tRT I', WAONER, l"t tr York , C\llli>N• 

I'AHTI'.H tll.Aiijl. \ 'ltalll .. 
Al,HK.'\ 'lA', liAREL~Y. KUI!atltt 
I A )I Y." P 1J Y R N !M. 8ocu h t"woolna 
JOIJS H. ttANKIII!AD.AI6bula 
AL\'A 8 , AlMM~, C'elllrtldo 
PKA~CL! T MALONEY, C4111a.ctlm' 
OIOROE I.. K.UX"I.IPrE,lhqlud 
Pllli>TlU M HMOWS, lUrllfrl;q; 
JANU U UtOIIIB, Ora...,. 
Cl.TDE L. IIIUtRISO, .._ 
WI.LLJ:A)I II, UIATfii!:U. St'W'Iftwy 
JOKS L MILLr.M., Arna..t 
D. WOMTII C"LUtlr:,l~ 
tUIIUDAN 1>0\\'Sit\', C...,_. 

l OON 0. TOWNSKNO, JL-, Otttw.,. 
LYNS J. PRAZIIR. NOtt .. DU~~~& 
C'BARL!8 W, ,.OBIT, Ntw U .. pNih 
JOOS A. DANAUI!Ul, c.-...na 
ROB CRT A. T AM'", 01111 

PIUUP Lan, Ckrt • 

Sut~COMMITTJCf'l os Rr.co~STitt'CTIOS FINANCICI CoRPOitATtOH ~hnut 
kODERT F, WAO!'\F.R, S~wYor\, ChJnwtt 

AL\'A II, AIMMI'I, ('q.lor.<Jo 
OEOit (IK 1., liAIH'I, I ,PY., .Mu)' .. IWI 
JAMK8 U. II UO IIIHt,l'lrtlawt.m 
OLYOI L. IIKIUti~'O, Iowa 
WILLIAM U, I MA1'01R8, Sew l nwt 
D. WOkTU OLARK,Idlbo 
IUERIOAN DOWNIY, OAtitoroil 

n 

IOUN 0. TOWN8r:NJ),IL.. Dflann 
LYNN J. FRAZU!R. Nortb O.bUI 
CDAIJ_Ll!& W, 'rOOKY, Nt W il&IDpt.bh 

!li.E:SD RECONSTRUCTION FINANCE CORPORATION ACT 

TVUDAY, ~y 14, 1940 

UNJTt.:D STA'rca SEN AT», SrrBcow:w:JTTEE ON 
Rr.coNsTn vc·rJON FtNANOE CoRPORA'I'I ON MATTERS 

o t• Tll tl BA NKIN'O AND C u RRENCY Co"u,nTTEl!r. 
Washi11gto11, D. C. 

Tl"'subcomrnitlee me\4 punouiUlt to cnU, nt 10:308. m. ini'Oom301, 
&n<t< Ofticr Buildinf., :l<'nator Roh<lrt F'. Wagner pl'l'Siding. 

r rewnt: S.•untor \\ agnrr (chttirma·t o r tbe subcommiuo•c) . Adam!, 
Raddifle. Uugh...,, Herring, Smathcnl, Townsend, anti Frnzio•r. 

J>nos<nt abo: Senator 01•88. 
S.nator \\'AGI<ER. The subcommittee will eome to order. \\'r will 
~ ,.;th a h•arinll, on S. 3938 int~uct<l by Senator Gl..... Tl!• 
comminre ...,portor ,..,u make the btU a part o l th.e l'('rord at thiS 
point. 

(Tilt bill, s. 3938, is •• rollows:) 

, .. .... *"c-a.. )d ...... 

.1 atLL n Mlborbe tlw ~ bJ t.ht ~ ..-~ C'-orporatA::~ d ""-.. ol Ftdl·ra.l--· 
te. Lub. W llollldd U:l•' H..,.tntt'llo!i rtn~HW CCirf'l!lf"'olkiD Art. as at~~~tt~J....di a.ad b" Clll..bu ~ ..... 

& it r•hdrtlbfl tllr Sr1t0t11 oM 1/otJ~~ oj ReprUf:PtltrU:Jt• of I.M Un~ttd Stntu of 
lhl"t7KO Ill Corjftt.tf OMtMbltd, That (1) ik.""'t.tiou 304 or the Act. apvru,•t.4 Marth 

{

• 1933 (<IS St.tu . 1, 6), M amendod, i11 amended rurthcr by it~Scrtins niter lhe 
I 'lll!f ''$tc. 30 .. 1." uud before tbe ftnlf, "'rltence ther~r the following: " (a) The 
ICOtll'trl.ltlton Fluance CorJ)OrAtlon, upon t he •PPrQ\''l\1 or l.h~ Ft'dPNII l .c>l'll 

Ad:cninislnnor, UL&.}' pUN.'hl"" at. v.ar Any J)ftrt of tfle stoc.k or t he ll'edernl hom\.­
loan banka owned by the United St-al.e!r. u twldcnoed bv oertlft~alt.-., 1'1-tCllit-11 , or 
otht•rw-~, aud the Sc."C-rctary or ~ho Treuury iA autlioriR'<I on l.xrhalr of tho 
l:Qitt.'(( Slates to ~~e ll ~ueh «lOCk 1.0 the Corporation; and any 11lock M'l punhuec1 by 
tbl" C-orpOration JbaU be held 11ubJeet to the eame oonditioo11, re<tuirelfW:uL8.. ri tChf'l, 
l!ld pri\'i)qtC"S now /mwlded by law ror or in connection with the o•n~l'8hff. by 
lilf t:nited St$ltl! o 11uch Jt.oek, lneludln& all dividend and ret.iremeut pro\'l& OM. 
{bf'; and (2) lieetioo 304 o1 the Aet. appro,'ed March 9, 1933 ~48 Stat. I, 6), .,. 
al:ltlldtd, and tKtioo 1 ot the AC't appro\·td June 10, 1$33 S~S Stal. 118), • 
~are amtuded runht.r by huer1ifl8 al&er &be word1 ·&una.rr ol tbt :r.. •iwort''·'"" they appear t'he,.in the •-orda Hor \be Fc&!ral l..oa!J AdnaJn.. 

Su;. 2. That (a) Hetion G ot tbe Reeond.ntction Finaoce Corporation Act, u 
.-..dtd, it arut.nded turt.htr b• .u~tutins for tbe ~ ••1350,-000J)OO" 
~in tbe tbird provllo d tbe thjrd ~n\ot:noe ol the thlrd parqnpb tkNol' 
(f9 ~ "1.500,000.000": ond (b) _,lo113 ollbe AC'IapprovedJan..,. 31, 1036 
"'J &At. 1, 2), u ~. M a.m.e••dtd further by •ubititutins ror the •"'r'dt 
31~~ 31, li4.6" aPf)Cll..rius ln the fi.n5.t R.Oteoce &hereol' tbe •"OI"df "January ·-· • ""'· 3. That ...UOo 208 ol 1110 AO\ app,..n·ed Aupot :Ia, 11136 (4G Stat. 6841 '~· ~ untnded, le amt.nded rurther by aulxjtitutu~ (a) fO¥ the word "ten') f re.\'tr It &Rpura in tOO t.blrd .e.nte.noe c.hereof the word "fifW!eu'j_~nd (b 
or tbe figure '40'' a.ppearins lo the t.hlrd .entenoe thereor \be fipre uw •. 

Sr.c . ... Thl\l !I!Ctlon 2 or t he ltl"'Q IUI.ru~tlon Finance Corporation At-t, .. 
:~n<k-d, I.e amendOO Curthe_r l , W d lug imtoedi.at.ely alte r lbo tlM pua~raph 
~reot lhe follo'A·ing: · 

1 
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"TIM' {"Of11(1f'a1kln 1-. anthori:ed to make paymenl.!l from tltn(> 1 ~~tar) ol ~~ Trta-.. ur)' in amounts to be riete.nulned b,) t he C 0 1
'-' lO ~ 

tbr •f'prouJ olth" f 'f'df,.J Loan AdmirJilrtra&oT. for 1~ parct.l :::r't'-. " 7 
('allitaf ,ptod. at per or in J.a..' hM"UI. ol dh·idt"od.c rrow ean1ln«» l'ttUtm 41 ~at 

'Sol•ith.tandins thco pro,·t4on~ ot rection G ol the Rtc:o·n .. tt'Uttio.t ...,_ __ _ 
('Ofl)Oratlon Att, Ali amt'lldfod, ~tton 20;, Ca) ot the t:mt''lf'»r' ltt'IW • ~ 
•tnwdon Aet ot 10.12, or an!' otht-r pro,·~ion ol taw. lho acj1 1,. UWI t. 
nOlt"'', (fc-bfnturt'll, t)()lrd-', or othtr S-UC"h obligation,a ••hltl~ tll~ I1IIOulu" 
authorittd to I YIP and han• oull!tarKiing at any one time ~thall not~~= ;. 
or allf'ftNi by rf'~ll of any eancelation or retiremeut or CApital .Ptotk •• ~ 

~f!(', A. 'I t1e UeeonFtnlction f'inance <.:orpo,..tlou Jo.hl.ll IJUrth&J~e i k 
t-'ct(I('"'AI ho•nt.,.lc)flln hm••" 11ttrlt'r ~\ion I ht.•r('of'lr, or ~lrt C!AI,IIsl or 1~,~· ~a&.! 
undc•r l'«'tlon 4 hCt('t)(, In n.n ag:~rt'gatc r.unount not tu 0~~ $3()0 ocx, 1'~· 
deH•r•uhl"'fl flY the Sc-eret1uy or I he T rca•mr} .. j the Hbron.!itruetlo11' Fin'O(IO 1C bt 
pora tlon, UIKUl the uppro,·al o! the ltt'"dcral ..osu Adnd nl11trator to j"oe or. 
t hat JJOr llwl of eucb 1\~jJN'JJ:Rie whieh "'h.-II l)t' uM"<I lor 1>urch"~ '01 ~dlf'rtz•lw 
tor rtliNm• nt of eapltftl, o r for J)flymcnt of d ividend" hereunder. " 1 stock, 

&•1HIIOI' IVACJNEn. Senator Glnss, do you cn•·c tO say llnytl1ing · 
tt'l(llrtl to your bill t,,•ror~ we hear Mr. Joni'S? '" 

S.·nutor GI.AKS. No ; I do not core to say anything at this tim• 1 
introduced thr bill by r rqui'SL · 

&•nator \Y \OSER. Rave you anything you would lik• to h••• mad. 
a p•rt or thr r<'COrd at thi.• point? 

8t•nator 01 .. \AA. It m ight be well to introdurr into the r«otd 1 
INh•r I rt'<'rh·ed rrom :llr. Jones. 
~n~tor W .\OSF.R. That will be made • part or tbe rt'<Ord by tho 

corntJUtl«' n'port{'r. 
(The lr ttor rrom Jrsst' 11. Jones, Federal Loan Adminittl'ltOr ohll<l 

May 1:1, 1040, i• •• rollows:) ' 

llun. CA NTt.N C L~""• 
(

1rultd Stftlf'l s,.,,QI,, U'o•ltillttDn, D . C. 

FEDERAL LoAH AOKSCt, 
WtuMn"toN, Mar 1!, "'"'-

Or.Au l'ir.:u'I'Ott GuS~~: J favor tte adoption of the GIMtl hill, 8. 3938, for thlo 
folloWhlK N"AIIOIIII: 

A. It Authorh.i'" I he return to the Treasun· ol $300 000 000 from ill In'" ) 
nwnt!l In lt'mllns llkenei('11 in ket()ing with thO Prcl!-ldC' I; \ 18 '8udttet m()IIAAJlf 
jl(!rmltll tiU' ll t'Oilll§ttll(: tiOn Fiui\Ul'C Corporation, with t ho AJlJ)fOVAI nr lhfl ·red: 
cM1 1.oAn AchnlniAtrA\or, to determine whftt. portlou ol••1d eum thall be ~tul"ffC'd 
(I) h:· thCI/lUrthA.!!C nl all or any part. or the Sl24,74l,OOO or the u .pl1al tiOC'k or 
the hdtra Hnme Loan banka he!d hy the T rl'ruury· (2) b\' the retlrttnf!lt or 
Hcronatruetlon Fiuance Corporation capitallitock· a.~d (3) by the pavn~ct or 
dividend• from etmlin~ or the Corporation. ' • 

8300,000,000 <'All ~ retu n ted to the "rrtouury In thiA mannt1" wlthc>ut t.ff«tiat 
t~u tfficttne'' or hnpalrin~ tbe eoh·pncy of the Reeor~o~·&ruetlon Flnantt ~ 
t1on Of' the Hon1t l.oau banks. The stock in the Home Loan bankl i.1 a .,_. 
i~'nttiK"nt and J:la.YI di,·td~ncb in exeess ol the cott to the Rffonatrudion F1naa« 
Cor1naUon ot thf' tnl)nf'y ~r. to buy •uch .s&ock rrom the 't'rtMu.ry. 

I.S h I~ t.he amount .,-atlable for loent to railroad~ by Sl30,~Q 
whwh la •~ry 1f ..... are to aid t he ~ In reorpnllin•· and tMble tW tit 
hortO• at tf'&!JOnabko rate. from pri\•ate eou.reca. AJao the ae•~ limi~ 
datf" on m.at•1rl11H of Rf'<'Onitruc:tion Finan~ Corporation loana la raWd tr. 
tV~b tot~. 

C. U pt'fmlu tht> Reeonlltrudion Fina.nee Corporation to buy or mab klut 
"lk1n f)rrltntd 11totk in banlu and insurance oompanl8 upon the rcoqutt-t flDt 
F'('d('ral l..oau Admlni!rtrator. • ·lu.n AJlpro,•td hv the P~klent., 'n•t~ of •IX"' 
the noque.t of th~ Seco:retary of the Treasury, onli, as at. pffttnt Th11 It a JWOIICf 
fuuctton of the hdt>raJ l-oan Arlmin!ttntor. 

Thco lt«''n,tnaetlon Finance Corporation itt ree:ponslble for each IIJt:h lnved• 
nwut and mu.~~t d etenuine whether it !!hall be rna.de The amef\dmenl woukt 
'"r iHtatc the • •ork And ob,•iate un.neoe&~ary delay • 

D. Und t'f toxl.~-thlk lA•· national banks anay ~.aka IOAflJ!o on hnJJr"O''ed . ,,,. 
:=;ut ami lml'rovNI hll8inesll and realdentinl propcrti~ fn au amount. not tof'.t~ 

lK"rocnt a th0 •JlJ)rabicd Yft1ue or tha property when ecc:unw:l by a flrllt mortC*<t:• 
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trutaltmtnt payme.nw .,.. ~uired •uftieient to amortiae .fO percent or 

I • btu '" . · ·p&~ a.nount of the loan within a pe.riocl of oot more than 10 yee.n. 
'f'N'ol=t permit.. AJC.h Joana whe.re GO per«nt ot the loan. wUI be a.mo,.. 
'fka 

11 15 yran lrwt8d ol -tO pe.refl'lt. within 10 yeant. The a.rne.ndment 
tilotd .. 11 sn ~the ~ulremenu u to .eeurity, i t doel not. dta.ntte lhe rat5o o( 
6oD 1101 t":ti&AA tbe w taJ amount a bank may ba"·e inve&Wd in ~uc.b loallf • •hkh 
payJDtllt.~. :C. GO ~rec"llt ol the amount. of it.s Ume and M"'i.n~_ dtpo.ft,., oor 
c:~~o~· -:o~:i1~ 1,.ld fn and unimpaired eapital, plus its unimpaired wrp1WJ fundf, 
~ • tbt. ~rt!atC!f' • .. biC"iw',,., 1~ .naturit.y rnaket a bette.r loan from the frtaadpoint ol bot.b tho 

Tbf' lot~ borro•·er beeawte or the larger proportion of tbe loan that .- Ill 00 
t.nk ~nd 1 

1 t makelt ' 1)()161j"tblc U1e !ltimulatlon ol bueine. and etn))IOymc.ut. 
aJllOrtt:~~•ncin• the construction and rehabilitation or blll!inefl8 hulldlnSII, aud 
til~~~~~ k• a Ullle mort latltudn in finding profitab le inveH"tnu:~utM .ror Mtne o' 
'~!"' 111(':uplon~d fundJt, and en~~; ble111 them t.o Aerve better their tunUliUnitit't. A 
t ''!.-', t horro"·cr ma)' not be willing to lulvc too la.rge a percenta~o ol hlll mOrtf(AilO 
l1'u1( ~. '" too ,.hurt a 1>erlod. Jo:xr>erler~ce in rcc:eut. years h~ ru·o,•t.'<l thnt. A IMn 
:,

1

1
J
1Jirl,\' and 1•roperlr tuuortl¥cd ~~eldoru gebJ in trouble. . . . . . . 

1 b•a \ e di~ull.,ro the bill with ~he PJ'Ci!idcut, and it Ius hi!l apJJr(J"'a.l. 
Sineertly you~, , , J~~ut H. Jo:-l'e&, Jld~nanlllrottr. 

S.uator \Y.<ONER. We will now hear from lllr. Jones. 

STATliJlENT OF JESSE B. JONES, FEDERAL LOAN ADllllliiSTIIATOII, 
WASIIINGTON, D. C. 

~lr. Jones, may we hear rrom you witb reference to S. 3938, which 
u 1 nndrl"!taml i• proi)OS<d logi&lation """'mmended by you and 
introdu....d by S..nator Glasa? 

~lr. JosF.s. Fii"!L I would MY that I sent each or you • letter in 
rogard to tho n\ftUrr. 

Senator WAGNER. No doubt all members of the subeommiU<>e havo 
the lt•ltor. And &nntor Glnss hill! put into the record the letter he 

(
-cei\'l'tl rrom you. . 
ll~lr . . ) oN &I!. 1 tried in thnt Jolter to outline the purpo!!<la of tho btU 
""" to gi,•e our 1'~0!!0118 ror rnvoring the proposed legislation. 

S.uatm· IVAON~n. All right. 
Mr. JoNes. This mnnncr o r gi ,~ng the Treasury 5300,0001000 in 

accordanc4' wltb the President's budget message ls m our opimon tho 
!Oundest and b<ost way to do it rrom tbe standpoint or the ltecou­
•truction Finance Corporation, rrom wbieh is expected the $300,000,· 
000. 

S..nator TowNSEND. You BAY " from wbieh is expected the $300,-
000.000.'' ~·or what purpooe is it expected? . 

~lr. -Josts. To relum to the Treasury capital in lending agcncle8 
ool now nl'<'ded. 

S.nalor Towso~:so. Well, by tbat do you mean to .a,v that you 
hue S!OO,OOO,OOO or capital you do not need~ 

~lr. J o""'!· I did nol say 1t exactly that way, Senator ~own~~d­
Weran pro'·1dr the'l'n>aaury with the 5300,000,000 without 1mpa~nng 
tbt soh·enrv or rfficirn~y or lhe Corporation. 

S.·nator to" NSEND. Co you mean to say that that is t>O!!Siblrt 
~tr. JONES. Yes; thnt ia possible. Obviously and quiw nuturolly,l 

~"' tr:nng to comply with tho Prcsidont,'a budget meSSflgc, and to do II 
m ll1c best and soundes t woy it cfln be done. 
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~muor Towsat:so. I rs.n understa_nd thAt, that vou 1 1 ' 
whot rou ""' trying w rlo1 but if you hnd your own 'way!~ tha 
tlmt tlu• wuy you "'ould do 1t? Ulat, 

~lr. Jo:<ts. Vory nono·ly. I think it is )>roper for the ll F C 
own rnpiMI stock in home-loun hanks that. is now o"·n~l b · to 
T"'a.s ury, for.thr r<os_on thot iL is contemplatt'<l that stO<k Vt 
"'P""I from tune to lime •• the. bat.'ks do not .~"!'d the cap;'W_ 
tluuk tlor R. F . C. luis the orgamzatton and facthttes btuor to~ 
th•tabout than thr Trt'asury. anct I think we can keep in cl.,..rtOOI!\ 
with it.. Banks anl now under thr •ul><,..•ision of the Frderal Lou 
Adm.inistrnwr, and 1 believe t.hot plan would be soun,l. Thot .. 

0 
ld 

1'" t $1 ~4. T 41 ,000 u 
Srnutor Towss.:so (in terposing). Tho rcn l object ba<•k of ull th' · 

to l"•t• I!Oin:z hr,viJnol tlw $45,000,000.000 rl rbt limit. is it not? "" 
~Jr. Jost;s. \\ t>ll, nohody lms told nt(l wlult. the object. \\lUI, tx­

\'•m now. ""P' 
' ~llittOr T_o"'·ssc~o. Buc. you do know that, do you not, ..-hbout 
•n\•bot..h,. u~lhng \'Ou? 

~lr. JosES. )'ou eon t<'8tify to that, perhaps. 
~.nAt or Towsst;so. X'o; I do not wnnc. to wstify to it. 1 Wllnt ,-our 

OpiiUOit Olt 1~ . ' 
~h. Joz<>:s. I • hnll not nrgue tlwt. I might sny howe,·cr if •n•· 

ho•~Y wnnt<'d to li!IO\\' my. opinion nbout.. i t , thn t- '- ' · 
Sonnt<>r 0 '·ASS (llltCrp~smg). T hnt is whu t you ore called up brrn for. 
Sf_onutor T owss.:.so. ) es. 
~lr . • Joxts. I nm ~oing to $-!i\·e ~-ou on ol)S('rvotioo now that is not 

rallrd for ll\' your oonsidrrat ion of this bill but that is pertintnt; II 
I wrre the Co nj!I'(';OI I would not hesitate to increase tbe debt timil 
to $50.000,000,000. 

Se-nator T~w:<uso. Wr might not think it proper but at any ntt 
wr do not tlunk wr ou~thl to go round the bush. If we nrc ~'O>Dg to 
do >I wr ought to soy: I.A>t us incrra<!C the drbt limit but not go ' ) 
lloo R. F. C. ontl MY to them, "We wnnt $300,000,000 from you, 
""'' rxtrnct it like pu)lin;:: teeth. 

S..notor Gt .. '""· And then you say to issue bonds to cowr tbat nmount? 
~I r. Jox£S. Do V!'U mean to borrow the money to do tW.! 
Sr·nator OL.\ ... 'I ""· 
~lr. Joso:,;. That is l'<ll'n'Cl. 
5<-nator GL., ... That would S4'<'rn to show the situation. 
N•nntor Tows•cso. r. not that irr<gulnr bookkeeping, )lr. Jon"'! 
~lr. Joxy.s. 5<-uRtor, I \you1d not sny tlu•t. it. was a t all. 
&-nntnr r~\\.SSf;sn. Is It not n IICW lllCLhod of bookkeeping to say 

th• I<•Hsl? \1 <'I odd hcn1·inb"S here and tried to keep other pooplo fi'O!n 
n•loJHm~ l.l~nt nwtl_to•l •• l • ~·ld those hearings n (('w yoors ago. 

)lr. Jo~es. I tlunk ttJS octually soun<l ond proper lor the R. ~· C. 
too~ n tlus stock. Tho •tock pays dividrnds producing substantlaDy 
ntOI\' th~n cost to the R. f'. C. It hassubstanllaleam~ and wrpl"" ""'! I woll "'' \'ery ~lnd to g;,·e you that fJgul"t' if JOU want it. 

:S.'nntor Tows-:cso. I r.cogn[ze thnt, but 1 thmk if the R. P. C. !'"' S300.000.000 m stock •t docs not nt~•d it ought to put that montY vnrk Ill tl1e Tr,•Bsurv in 1111~ n._~ular woy. 
~(r. ~ro:-a:s. This Is ~oing to be· n rcguln•· way. 

,\)Jt0::1l Til f. Rf.CO~~RCeTIOS F1~A~CE CORPORATIO~ Acr 5 
, \\' •oNEK Senator Townsend, what do you mean by ~ ~·u•uor .. · · • o. H'J 

-rn~~ulor "''.'t~\~·ssi-:No. Not. by n mot hod of going ~ouucl tl.•e. bush. 
:--rmu,or. 8 IA'I me. expluin n liulc further. I c..hd no~ hmsh "'hat 
)lr .. · <>'.'• 1. when 1 referred to tho$ t24 ,i41 ,000 of th~ $300.000,000. 

I h"'l"' '""" · I b I' . f ·•· . ·f . HI had not bad nny <\Ul'StiOn on your t e . t amll, or o net'uuag 
~4?\\, l ~· . ~retun1ed to t_leTreosury, I bad mtended recommend­
lh1'"' mu,nt"~1 ~.!.,.10rs of the R F C. e hat we pav the Treasury out or our 
••• I <I I •• ""' . . I' .. l I I 'ld h I I . - 1 ... un,lui n substanuJ•l < 1\!ll em . . wou 1!-''C t ou~ ll&l many 
tttnlt"l 1 luul hllked to tUem nbout It before tlus <1Ue&\1on Wft.S ew!r 
rwlll. "'" •· •·I ld I be t th ·. 1 'l'lul1 11mour1t provnv .v wou _ .1uve ~~~ no more . an 
"'~~\wKt !100 or perlut/>S SIOO,OOO,OOO, buL I tl:ought we l1o<l co nungs 
Sl -·•·1 ;, tl!1'.t we cou d give lhnt much money bu.ck Lo tltc Trensury, 
t•lliiHl:l' ~ \\ C' 10t10ult.l do il. I inu~ndcU to so rccornu\CtHI before this 
:~~,~~:i~~t:, " ~~~ rui .. ecl. H we puy lhem dividends o r swo,ooo,ooo und 
~ ll , l'<trw•k thrn "·c "'ou1tl only luwe to reduce our nmount by 
~~~~1M~~ noo in onlrr to gh·e them the entire S300,()()Q.OOO. H y~u 
~{~;,l.l · ... L""" tht' tlebt Limit or if tlaey should n.ot. gave the enure 
<atKl tMIO 000 w~ would not have to reduce our capnul by $75,000,~. w;. hu~r o'utstnmling ill thig time o. lOtnl of $1,881 ,000:000, 1 think 
il h. of in\'Ntrnents, nnd in th~ mam tbey nre soun!i "'':estnwnt~. 
So W(• hn\'f $2Sh,OOO,OOO of curnecl su rplus. 1 c~nnot unngm(' thot at. 
v.·ould tukc ruoro tlum $ 125,000,000 under tmy carcumshutcns to coyer 
•ll lo~«·•· T luot wottld lenvc us $ 100,000,000 of suq,lus., •uulthat "a 
:SOtantl $nrplus, ruh.l we could relunl that money to tho~ rcnsury a£ we 
won1 .. 1 to. So I had thought we would probably gtvc .them back 
SIOO,<lOQ.OOO. I though~ that would please the con!Mlrvauve element 
i.n\ougrN. . 
~nator To\\~SSF.XO. ls there not the r.rospect, 1ll raet hu there not 

lwn made the statemenl. tho\ t1tc Ptcsi( ent is going to &end up on t.he 
llill " l'i'l'<lnllllendotion thnt we rai.'IC prob•bly $800,000,000 to 

( tfi.OOO.OOO.OOO for nm>emcut, lor the Wa.r n~d tl.'< Navy Depart,. 
·m•nts nnd other Jlll rposes? H he does there ••)tOIIlg .to loa,:e to be 
somN hiug •louc obout the debt st ructure. And 1£ lhtH IS commg why 
don "t wr tnkc it. all at one time nt bat? 

~lr .. Jo·n:e . . \nd not do it piecemeal? ., 
~nator To"•ssEso. Yes; why a~k for this S300,000,000 now . 
)lr. Josu. That is for the COngress 1<> determine .. 
N-nator Tow:<&EXD. That bas probably de\•eloped smce you ....,.,m­

mrntl~l this l~ntion. 
)lr. Joso;a. Yes· that""" been developing in thcl .. t few days pretty 

fast. tllltl Jli'Ol>erly' so, I &UflJ>OSO- But. even in thnt eve~t, ~nator 
TownS4•ntl , it wOlild not hurt, us nt nll to handle tho n1nCter .an tlus ~'flY,, 
)o gi~·o the T reasury buck $250,000,000 or S300,000,000 of we dod tt 
m tlus numner. · ~ntHor \Y,\GSt!R. [ do not 800 anything irregular ~bo~ac. _tlus. 
l\lcu l. there irregular about this. Senator Tow""'nd? ' ou mdicate 
that it i• an irregular method, and what is it? If you can span~ the 
t"n·fer of $300,000 000 why should no~ that be dono! 

\Jr . . Jo:<r.a. I soo 'no rea...oon why it shoulcl no~ be dono. . . 
S..ntotor Ot .. •sa. The Treasury raises no objection to that pronSJon or tit~ bill. . 
~Nultor WAONtm. I undorstnnd that. I would not. ~ubscrabe . to 

1Ht~' tl1i11~; tlmt ls irregulor, bccnuSe that connotes there •s sornothmg 
"""'"~ nbout this. I think it is perfectly proper. 
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Mr. Jos&a. Th•re is nothing irregular or improper abo · ~ 
S.nator \\"~os••· That is ,..hat I say. tttu. J 
S.nator Toii' N8ESD. 1L is adopting a method of bookk · 

ltou not bot-n the, NL<tom. Is not that a fact, Mr. Jon .. r ft(>Uig that 
~lr. Jos&a. \\ ell, you have not had any cuotom on thU 

tlnng. liOn o1 
Senotor T0 11'N8ESD. n., .• you heretofore ~n 8C'e 

odo\Hin~ thi. method of bookkooping? ustomod to 
~ r. ,Jost!8. I ""'rl n moment ago that we would hn . · 

'l'r<'nsury n tlh•idcnd this year had this question not been 'tt" pahl th• 
Seouttor TowNSEND. \v'ell, tho t is a ll right ; but why uo~t"~ 1 "~· 

wn.y? • ' an tlus 
Kl r. ,Josr.•. We• woulcl not. have paid the• $300 000 ()00 h 

('Ou!d nut h''"'' alfforclrcl it. hut we could luwt• l"t:hu· r~t'd "< £l<'iHI7 \Itt 
t'at[Ui ul. I wnu,ltl l'11tlwr bu,v this stock iu hornl··lonu h~t'nkn~ 1° our 
n·rtm•t• our t~nlnhl l IU'('OIIS(' or lh(' UllC('I'lflilltV in t ill' \\'()1') i 'i" ~0 
fttN then t lw I. F. C. will ll<' called upon uitdoubtc•cll 1• to

1 
1""' 1 

' 
tl · tl · · 1 d · · • • o manr llllJCS Ult pr1vaHt"' ra•prhl an pnvfttl" mtt•r(-sts will not do and taD-
IIOt uflorol to elo, hut th•t the R. F. C. can omd should clo 118 a c . 
mt•rH UI:'i.'OC'''· rO~fm• 

&·ntrtor 'ro\\'X~P.~o. Han' )'OU not ttutborit'-• now to hu .. stock? ' Y , .. , 
~lr . • JosE~'. Xo; and the T~asurv hou not authoriu· to u · 

Thttt i-1 tht' n.·n..~n it is. put ht'~ in lhis biJJ. I mi~ht 5.,, tlr: ,.:; 
num!h:r of dom~ thr tlnng is our own. \\"e figul"('(l out this mannt'r 
of Jitn'•ng tlw monr,\'. It was nol the- suggestion of tltt> Tnoas 
Dr\)nrtrnt'nt . .\II tht'): wa~nt is S300JOOO,OOO and it is our business UZ 
flm th<' h("lllt "'"" 10 g l \'t\ It bark to tbe Tr<•ns ury withou1 'm • • the~ 80h 't'II('V Hnc( rflicit'llC,V ()( lh{'S(' corporations.' I palnftl 
. Scruuor lv._osv.n. Wrll, that is tbo t. Will you now"" to t lorotbtr 
111'1118 or the· holl ? .. -

~Jr. JoN•:s. J auu rt·udv 
S.•tlrtlOI' \\' ~ONt!ll. f tlli;ok it would be b<·U•r foo· you tO Jli'OCCC'<f in ) 

tluH wny. 
~lo· . . /os•:•. Do.''" nny o ther mcmb('r of th<• subcommittrr di'Sirt to 

nsk. llh' IHI,\' tf' l~"i'hOns? 

1 
~·n'H·of \\ A(INt:n (chairman of the subcommittee). IJ,l\'f' om· ol 

1 'k ;•tt
1
•m Wnt of thl' snbcommiuee any quC'Stions tfrrv would lik'e to 

as )(' un• ~~~- ,JOIU'S proct'<'<is to discuss Other items of the bill? 
(A I'"'"'' ~·uhom rrsporlS(',) 
~Jr. Jo~• ~- \\"htu is tb" ""xt one? 
&•nate~r \1 \G"ER. The nrxt is \"Our Sl50 000 000 
~lr . . Jo"t:~. The l'llilroad loans? ' ' · 
&oruuor \\ \GX!!R· Y t'S; thf' nilroad loans. 

.,,,~1lr. ·10"": \1 •• ""' out ol nailoblo lo•nding fmul• to nilroad•: 
• t \\t• ll rt~ Ill thnt ,~·t't " b r . . h J f . "'""' IOU \' l'l'IISOO 0 lUI UU.\th•t• rtNltf' Jn I f' 

(
' ."' tlll!t of th!• bill. whith I think w~s in 1934 whf'n wr tl"ktod dlf' 

On):r•• .. .- h• J:"''''' u-. fl 11 · . • 11 
10 1

n •k tl 
1 

· u tont~· to guurtlntt•c- rnilrood lonus ns Wt' u 
W••n·'t.-~; 11 .11'

1
'11. u

1
o
1
t W 'r

1
••fH ~uRran H'f'tl 16Hns 1 h•• snnw lltt 1 leouJ!h tl~ty 

• ' 1,\' IIIU ~· 11Uit t'. 
:'">l'11Uhlr (rl,\88 0 •(o , • I t'tlm~tl ,1 1 . · ' rf "'' l!f't tot Htt lt•t mf' stw thnt Wl' lun'f' not 

' ••t ~•·<·linn I o r tlw bill \'t't ' 
~ r. ·10~t:&. \\'hrlt t•ISI· tlo yoi'1 ":ish? 

.uu:~n TH•: RECO!'\STRUCT'lON FINANCE CORPORATION ACTr 7 

• tor GL\11& Whet is the reason for making this pro,·ision for 
( »'"110 

11 
.... of tl;e stock of Ftderal home-loan bairb, now authorized 

'~'"' P'J:ne ll\" tlor Src-rttary o f the Trtasury ,.;tit the appro,·al of the 
~d•·nt. al$o by thr !ending. ogrney! In otbtr wol'<f•, to ba,·e t--:o 

_A ,lo wluot onr rs r<'qlllred to do now. And tbe Tr•oaury 11 
Pf'""·n!" • 
OPI"""'' tO 1( . d • oL 1 • \(r JosLS I know. Th.y o not want to giVe up "''e aut tonty. 

1 
;. ,.j, .• ri'" tior func tion of th~ R. F. C. and the Federal Loon Admin· 

i:tr~wr aild iu no twnsr n func1ion of ~he Treasury. \V(' 11rr not. 
l'f'f 11 j1·,.._1 to ltu\'l' .tlu• oppro"ol of the Prcsutrnt or tl1~ Sc-crt•tnry of l.ho 
Tr~n~11 ,-.,- iu JJlttkmg 1111)" ot l1r r loon Wt'i mokr. But m I he• hurr:r wuh 
\'OI.Ir lniuking 11c.-t, on ~fn•·rh 9, 1933, tl_rc J?fC'Sf'n~ proCt'tlurt' ":ne 
~l·t u) n!Z to how we• cnn hrlp hAnk~ by pu tt mg m cnprtnl. , l n prnCIICf' 
ir 

11 
h1nnk- \nll . I willl ukt• l .... ;~mrl&burg b C'enUSC' I do not llilnk w•• hnvt• 

~~~~~~tillY n J'plicnlion~ from Lync-hburg. 
:o'.•ruuur Gl, \ 88. No. 
~lr . . lo~ •:.s. H 11 bnnk in I~ynchburg n"cdrd sonw Cllf>itol thry 

w-onltl roo to Ric·hrnorul-
~·ru•1or LO\\'S8t~so_(intrrposing). You are tnlking now nbout ony 

n:uimual b:1nk . t tt1k1.· tt? 
~lr . . los&!. Yt'S. II an~· bonk needs capital. and in the <IW' I 

~tartt .. l to illustra te with thf'y would go to Richmond a\lhlntakf' app1i­
;.IIOII to thr R. F. C. Our ageney at. Richmond "·ould invl'SI<gatc 
1ht maltrr and drtrrmine wht'thf'r in tbe-ir opinion tbe capital was 
"""'''~~· and if it wa• proprr for the R. F. C. to put. it in. ond how. 
Our a~nt would eomr to us wth a rt"'Commendatlon. \Ve would 
rt,·it"w it.l mran our ('Xf'Cutiv~ and staff and thl" mrn in cbnrJtt"Of that. 
bnmc-b oi our businf'55. 

R..•nntor TowssJ.; No. You or£> speaking o( the 1>resent. plan nmt not. 
I hi' futur(" pion? 

~rr .. foses. Y~. th(' prf'Scnt. plnn. Thl"n they l'nokc their l"'f'C"Om· 

( 
t•Ntdntion to the dirN•tors o l the R. F. C. , and tltr v apl!rov~ iL. 

c ,'hrn wr srnd 0 \1 (' 1"' o perrunccory letter to the Secretory ot the l' rNtsury 
to olw rfh~·t that X Dnn l< o l T~ynchburg needed the t lll>itnl , and that 
\\' t• IIJOUJtltl it tulvisnhlc to l>ut..'it. in. That let ter is tur·Ju•d O\'t'r ton 
d t•rk . nnd that clerk considers the matter lor o t>eriod, which h 118 
fn·f'nlc:~>tl2 '''P·C'ks in th(l last year, to dctf'rmin(> whctb("r in his O(linion 
it sho.uld ht.• do1w. 

In othn words. thl' 1>0liey there is tak"n over by the- Treasury. 
Oh~iott<l~· th• S.•rrl'lary or the Treasury eannot know aboU! nil th­
\"lnOUoi a~d sundry thin$N. Re must operate through hi! boards, 
through ln5 rlcrka. Thrn that elrrk deltrmines.we ,.,u aav, that he 
dOt< not think thr bank nt't'<ls that capital. So hr tums il d~\\'11, • tl& 
bas to be t><'rsuaded and argued witb, and that necE'SSinly bn~~ 
alx>ut drlov. It is not thr way it should have bot-n done in the IH'j<ln· 
ning. but ,; .• had no othrr check then on the R F. C. \\"e 38Y to tl!e 
TrHsun· : You now have the F('dtral Loftn Adrninistratort anct thiJ 
pl~n WOuld Ob1•iotr ft Jot of dday and 8 lot of irritation, t~e irritation 
htntu to t><'ople who nred the money, pr<>ple in the commumty •flectrd. 
~nator 0 J~A88. l lta"e you not. nt'qui.red stock in some fl,·e thousand 

or l'rx thousand bunks? . 
~lr. Josv.e. W• ho,·r aequir<'d co pitol notes of some eoxt~·-two 

l""'.'lrt'(l luu!ks. This pl ~n would remove all o f U te rou~lo etlgM. It 
l$ lu~hly ,( t.\~ l rtl hie, nnd It IS n pion tht\t would n \'Old umtecese.IU,\' drlny" 
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and irrilations. Ir you prerer to leave it like it is d 
th~ w•y it OUjtht to be done. The olher woy is not 0 10

• but tlVt . 
nol I he wav it should be done. n..--IJ IJ!o, 7 

. ti<'nolor 'ro• •:<st:so. Ha,·e you had .,.._ where th T 
d""'pproved your octton! e I'Hsury 1,.. 

~lr . . Jo~•:s. A ~"""' man~· or them. ln addirion 10 II .. 
d('lny, tht' unuf'CC':5~ry red tape. tat It IS tht 

Sen1110r TowsS£so. Then they have approved over r. , 1 ~I r. ,JONF,JJ, Yea. n e t •ou&~nd! 
Se111110r TowNSENu. And di,..pprovrd some? 
~Jr. ,Jost;s. Yes, but not. a great mltny. \Vc hav . 

dc•ln,\r o f 2 WCt'k8 nnc_l SOJl1eaimcs mueb Jong~r J ~~::1 ~I\ ~Hrage I 
mnnhM or C'llSC8 IUUI I ft lll sure you woul<l j)I.Obnbl . c r tto. you a 
n. ~·. C.'s r.ndin~"'· At nil events ir tloe R F Cy ;'K"'e Wilh lbe 
slwuld bu,V. 8l<H'k Ill 11 honk, or l~nd, On ~tonk in · .. b'on k ~~~· tlhoFgl~~ il 
IAtUI A•lnuuu~rrntor ftJ>J1ro,·ed 1t 1t. s t1U wou ld Juwo'to j 

10 
t"erU 

pnwo l or the Prcsidrnt, and thc.r~ it must. be douo throug'rve t 1t•.P. else. I someuudJ' 
Ser.mf<!r Towsso:so. Th•n the ComptroUcr'• office ho• h' lo w1th at.? a not mg to 
~lr, Jo:nl8. The Com1>troUer's office and the Treasury nd tht ••unt. are one a 

I 
Senator Gusa. It was not so intended by law The Co 

~I th
1
e Cu1rrene~· is supt><>SO<I, to !>e an absolutely. independe~f~' 

•• aw < oes not ~'·en ~wre hom to report to tho Silereta or ~ 
T"' .. ury. h l'f<IUires tum 10 report to the Congress ry 
. ~1r. JONQ. That is the way it should be, but thaL is not tbt ..,1 ; lt1.8. ! 

· tJ Ser.onto
1
r GLAI 1111. You say tJo.at is not tho way it is being done but 

lilt IS w lAt. tte lnw reqmres. ' 
. Mr. JoNo:a. Thot.is correct. The Comptrollor or t·he Currene • hu 
~·\"' :~ "':U"' nutlooroty as nny other clerk in the TrcMury and no~.,.. ) 
~ . •s. •o,!lssumcs no .more. a~t.hori~y . . Tho gcnornl"counscl-

nntor OwN~&N o (rnterposmg). Is that becau!l<l he doos no~ as· 
•• ~me1 tho nuthoruy thot roghtrully belongs to him or because '" 
8Ccet CS 10 the WIShes or the Secretary? ' 

I 't~llrl. :I<!N
1
tl&. He Accedes 10 Ike \\·ishcs or the Secretory in order IO 

10 < us JO ), 

T 
Senaror Tow.sar..so. Is he appointed by tloe 0·-reta~ or !he reasurv? ..,..."U "J 

11,~~~~~:~ ~:•1~• afpointed by the President, ~ut under tlt• Ia~ 
aalari Sci • 0 • e . reasury employs tbe depuuee and fuces their 
mesnses.b 

1 
. 1•1 18 an oneongntous thong if I know what that 'ti'On! 

• u •.t. u 80 ne.vertheless. 
tlo~.!';; :~~'!~g ~··k 10 the question or ad\·i.sability or helping. bank, 
H . 

1 
'""'Y '" the Treasury who has ever run a buain.., or a bank. 

ow an t 1e name of --• th kn . ..... can no I. ~vvuness eao ey ow what II proper? ',...y 
S.notor 0 LAlli I think th R F C b ~ II . wort- in ad . . . . e . . . .. dono wonnorru y ...... 

tup3yors 0('~1'~!erong :• u~tcr~ unsound law. I do not think !he 
m ismimogNI and coco~~ ?b 8 ~u d e,~cr have been required to boost. 

1\1 r. J os r.e. \V d " an s. . 
S<onator OL.\88~ v"es~wn s t4ek now 111 about 4,500 banks. 

A)H:SD Tilt: IU~CO!\STitUCTION PINANC£ OORPORATIOS AC'r 9 

~l r Jos&&. And we bf!ve gotten our money_ out o r 2,i00 or tlo•m. 
b..·.,.. l<,.,lually workong out. We are baVJng to nu~ them and 

T .j,.;.. with them, although a g reat many or thrm arr no trouble 
to all The"' are a re"· hundred or the 4 SOO that need wakhi!'3 
·~ btl, tloot we ha,·e to advise with. i do not think that tdu: 
• td,· J~ "ill to.., any money through our in,·estmMt w banks· in 
f:~~~ f 1un sur.• we will.not, notwithstanding the fact. tbat. we will h&vo 

10 
tAkr M)nlt substanual losses. 
'-•nnt~r TowssEND. That will depend a good des! upon what 

ha;>pens to busUu."fl!, I mean in the mattt:'r of the banks. 
\lr. JosEs. Obvoously eo. 
Smntor GLASS. 'rho tn..• pn.ycrs of the country should not be 

rtquir('ll to boost mismonngod banks. Evcrv ono of thum ought t.o 
luH'e hrcn tallowe.d. to (nil lhn.t would otherwlse fail , when the b1mka 
g<n•rully woro rnohng. 

St•ru1tor W AONtR. Right. there, since we are discussing that SO(:tion 
or do< bill, I think it is only rair t<> rood the repor~ of tbe Srerct.ary or 
lh< Treasury oo it, on the section to which l\{r. Jones bu jus~ rd~rred: 

rrKk1' f'Xht:tin« law the RtcOn•t.ruetion Finance Corporation may, upon the 
rtcpteot CJl th~ Seeret.arv of the Tru.tury, made with the approval ol tb• Prt'I!Jd~nt, 
~ho:rribt- tOt pref~iTed .toclc In bankt or inaurauce romJK'n.ial, or make klo.M 
itfUtfd b\· M&cb •toc.k. S«lion I (2) of the bill wotald pennlt aueb purtb&JH 
of prtfenfd ~tock and •ucb loarut to be made upon the approval eitMr of th• 
~ o1 the Tl8t!.ury or th-e Fedtral t.o.n .;\dminisirator. The r'MJ!On lor 
tll,. dlait•t in the taw &-. not apparent. The uistin.& provieiool ol law In thb 
l'bf.J'(C1 •·r~ euacttd tn 1933 ~part of the emugt"ney bankins lew:W.tion.. The 
~inny ~tablbhtd at that. tame lor providing banks with netdtd .ddltfonaJ 
eapitaJ lund• W •·orkC'd t.atlrlactorU:y. The Treasury is aware of no t'Orn1dlln8 l'ft.• ..-by tbe .@Itt-up •hould be ~h&n8td at. this tlme, and recommr:ndt &14if)jt 
tbe p~ ehange. 
~lr. Jo:<ES. Moy I comment on that! 
S.>notor W AONER. Surely. 

( 
~lr. Jos&&. I ~ Ions worked satisroctorily because or the poticnco o f 

rhe R. F. C. onol of the people who hove had to hove help. H that is 
tbr only ploo('e to l(ot it you ho vo to wait on the pleasure of the rcllow 
who is going to ""Y yes or no 118 the case may be. 

The Secrelnry &htl<'s rhnt he knows o r no compelling rensen. H e 
dO<'< not know or ony r<>a&On to the contrary except that these derka 
in his office do not want.. to give up the powers tbey hnve or snying 
yes or no. They would not know what a CODlfl"lling reason was. 1 •m Sp<'Aking now or the clerk& whO dO these thongs. Jt is llOt rair 10 
!hem because they do not understand it. Tbero is not one who would 
lrno..- bow to go 1nto your city or tov.'ll or commun_it.y and det.ennino 
.-bethera bank •hould ha,·e mom capital or not. 

I am speaking a little bi~ critically or the Comptrolltr'• offict and 
.r the T .... asury but not near as crittcally as I could ir I ., .• ,.... to JCive 
<tnt t? my actual reeling& and opinion about the situation. 

lthmk the present plan io restrictive. I do not think those clerk• 
.-ould know how 10 examine a bonk. H you were running a ~I 
ban~ rbey would reel they would have to find something to crit oriu. 
lthmk rlre banks o r the country would bo better ofT without tho offi•• 
or the Comptrolle r or tho Cui'T'(!ncy. 

Sc!nntor T o wNSEN O. I notlco, Mr. Jones, in the concluding IHl rfi· 
gr•t>h of your Iotter you any: 

I have di3(Wl!K'd the bill with t.ho Pre8tdent, and it hu hl!i aJJpro\'Jll. 

• 
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Mr. Jos~. Yes;. I discussed e,·ery it~na ot tbe bill "ith the.._ ~· ) 
dont, end tt hu hts h"arty approval. I did i~ as late S. •­
aru~moon. .. turdt, 

&-nnlAlr Gt.AM. h is p..rtectly apparen~ to me that tht Sot • 
or tho TN'uu.y .dOH no~ want to giVe up any exi•ting authori ~...,_ 
that tbe Adtmn,.trotor or the leodmg egenct"" ~<•ants 10 8 

ty,~ 
outhont\'. rquu-e thi, 

~lr . • Josr.o. I do not wan t to acquire it. I wont to racTt 
work. I I lie the 

&untoo· 0J.A6J!. Well, you cannot uo thnt ~<ccpt iJl' ncn · · 
1
. 

nddiliona~l nuthority. · · • ,,utrntg t ttii 

~l r . . los••· Y•·s.' The cl il'l'C(Ors or the R. ~' c nrr not go' 
fiH,\' (onlh•h I hi uJ::;. You r.nn ruh mv nnmr out 'or ihr hill nnffl~ 10 do 
1111cl t iH' Pt·~·~iil,•n l '!', nnd vou lul\·t· I on nf'd ~ 1 0 OOt) 1\ru\, IVlJ\ 

11~' IOO. 
I I r I · • • · •'""'·'""' wuhouo t h' upru·n~' ll H I h' !'rcstcft•nt. or of lhf\ &'i.'rl.'hil)' o r tht• Tt'C'U~Uf\' I 

\\' t• urc• J.!OIU~ CO~.-! It 1111 b11tk. . • aru 
S.•untm· 01.\F>~. I thi nk you h1H'l' don(' r('lmnrknhlv ~~I work w'l 

un uth•rlv luulltt\\', " Ill 
~l r. ,JOst;!it. r thiUlk \"011: This is up to )'OU ~t·ntlt•nu-n. 
St'n1~tor 1 ows:·•:~o. I tlunk ~~ou have donr n woml•'r(ul job but do 

not thmk •·on \\'oil ~rt nil thr monr ,· bnrk. ' 
. :\lr .. Jo"'"'· \\'r willl!et it all batk, and bring 110111r mol'\' bark wioh 

·~· ~·no tor 1'!''"''•so. Wrll, I am afraid not. 
S<nator \1 \Cl~£11. ~\loot about this ...:lion o( tlor bill! 

I 
)tr . . Jos&ri, Tluort' ~no rtoason ngoinsl it rx~·1n thAt sonw (")trk ia 

tluo Tn·n~ur~· WtllltS tlus J>OW('r. 1 mi,ht SRV rurth('lr thdt onh· about 
20 IWI-.1•'111 .or til(' hnnks 111'<' national bnnkS. \\'h~· th~n sh0u1d tlwo 
C'mnptollrl' 8 Offi<·c•. or du• SN-reton· or t lu• 'rrrll8llr\' \\'hO is thfl 
Comptmll••r'" Oflif•(~, Sll,\· whN IH'r n Sinh' hank cou luw~ sorn£' JwlpM 
nol. 11 l'lhould not ht•, 

sl'I111 WI' Tows~t:Nu. You til'(' SP('Ilking or St utt• htlllks thnt llh ) '. 
lnemht•t'l'l of tlw Ft•d,•r~t l He:sc•rn•? I 

~~!'· .lovt:,, Or hot lo . Tlor Coonpto·ollt•o·'s ollico hus nt,oluttly 
notlnnJ.t w dn \\'l ilt 11 nwrnhrr bank or n oonnwmbt•l' h1tnk as co tlu~ 
lllUitt'l', ll lllllthnut HQ fll'r't't'lll o r OUr btmks orr IIOIIIIWilll)('r bnnk.J, 11nd 
unl:v nhout. ~0 IWrt'rnt or thrm tar(' notional bnnk.s. 

St'IUHor I O\\ x ... t:so. In t.•nsc rou wnnt to mukt• o loan ton Statt' 
hunk. wlt,ll 11hout th•H? · 
. ~lr. ,Jos~;~. U it .'lid not suit th~ ft•llow to "PI>fO\'C' it, "hrrt' ut 

,\ou? ! tlunk tlln1 1'-1: ttiJ I can sa '· now on lbat subjN"t . \\'h1t is 1bt 
tlt':<t t lun$:? · 

~·u•tor ll'•os£o. Yon had just britO•· n'frm<l to railroad loAns. 
~Jr. ,Jost.;.> I -;taru--c:l to sa~- that wlwl1 Wl' askC'd (or tllr prh;Jtg .. 

or j0tll~1'11fllt'4~111~ n n•al f'Shltr loan inst("ad or makinsr il it "'ft~ approl"td 
by tlu• <:Hmrnn !''("· $(-nut or Couwns \!.'as thr mo~tt in'h•rHh'41 mt"mbtr 
at t lw tm~~·. N•ntHor FINchrr was t11r rLairrnan of thf' rornmiw:~, 
"lui wlul•· It Wil-l on thf' floor 1hr thouJ,tht oc."rurrt\{) to Srmuor Couuns 
t UJ,.t tlll'tf'OU$::1111n.h€'tt limit. J wnssiuiugin tlacpreMgnllrr\·-

~l •nn tor r. L \!'l..~ (antrrJ)()!'ing). You nwnnt railroad lon ns · nnd not 
n~,~ ··~ttttr lonnil. 
~ r;. ''0~•: ,. , I um li1lking nhou t rililrood lonns. 
.. C' lflt~l 0!, \ .. :ol, Uut ,\ '011 snicl n~u J f\Stlllf' Jonns. 

Til ' . IU:''~~Z:STRC(.'TIOS .'ISAXCE COIU"''IL\ iiOX JU,,'"T l l ,\)lt.!\11 ~ . ~ .... 

J . ..., 1 btog pnrtlon. S<onotor Fletcher sent Ul> • note tAl nh• 
~lrJ.!i' ~-t;ot limit should ~ pul on it. .\s I have said, S<onotor 

•uti :b rai 'C.I thl• (IUl~tion. I sent him back a noiC' and s.ti41 
~~-uxr•:, tXX.;'\u auh.lition to the p~m loans tbru out$ta.nding tlntl 
"'"~l.l- ' 1 1 lhoughl thol woul<l gow us enough. 
t'-•llll

1111 
h"' T. . ·o I low much was that": :O:.. ·u:H ur 0 \\ ~:, a;.s • • • • 

\tr .Jost.. ..... \ bout SSOO,OOO,OOO toto I. But IL was mt••udyd to gJ\'u 
. . h·in~ fund or tlbOUI ssoo,ooo,ooo. TIIC lnngUllfW Ill tlw t}('l,. 

11" .rt re~';, out dit1not pf'rmit this $45(),000JOOO lhnt w(• thc•n hod out· 
:1;: l ll~tl ! ·,,,,1 ("•llliUi tt('CI 10 bt.•oornc ll port. of tiiC t ('VO)\'ill,g runtl. As 
.:.t:u11 ~~~~ 1 v ' 1' • f I . . 'tl tl•t•·t·luuu~ drt· rt•p•litl ~lu1t mor

1
u:Y ' w

1
s l l~so3 .0or00as0o·0r00ounn{f.'.s1ooo11c~· •·n"t , 

• If pr ·~t·nt l'l'VOI\"IIIg (UilC IS Orl Y <P <l 1 r • 4' lil t ltl I II' 
~~~~·,1~1 ... , ,.;.~1r.11 11tl iu tluo \\' l w~.J ~ ·•·-Lt.•tl biiJ, !!" iucn·a~'-·.or S l 60,0~,ooo. 
y1

1111 
1>''~1., 1 llwl bill ln~t ,v(•n•· ond w_o nrr ~•mply r<'lll'lng thut. So \\' l' 

n• now t'IHirt•l)" Olll Of (umlli r~r l"tlllrootl)o~us.. . 
fl :-;.m1wr \\',\c:sJo;lt. Do )'OU sti ll ha"tt OJ>phca tlons (or l"lllll"ond lonm; 
''untilll! iu't · ' II :\lr.'.Jos•-... Oh, Vt'li. Al~d S?llH' or th~ rodrQIHiri WI COIIH' OUL 
tl( cht• ,•,)urt .... out. oi rt"'il;OiliZIItiOU, ond Wl' luH't• to lwlp tiiC'm bi.'t'Ull:'l<' 
l•rin&h' 111011('\. "1ll110t l'it•ltl. 
~II;&Wr TOwSICESO. \\~hnt fX•rcrntagc or tilt• roilroahl loon• ilrt• 

'•Udn'I:Ut("'"ll loon .. ! . 
" \lr . • lost-... \'t•r,·. ,.,.r\' frw. In two or lhrN> mshmtl":' nuaylK•. 

~lh&IOI' To"·.s~· .. so. \\'tuu proportion or sour 8450,000.000 ""~ 
l~n·n p11i•l otT'!' Who\ i"' tlh· amount of tlw loons to reilro4uls no"? 

).Jr . . )oSI.:-. JnC'Itulill:.t l$202,()00,000 o( roi)ro:td S<'CUrilit~ \\'l' hou~l.'t. 
frvm 1ln· 1'. \r .. \ ., "~' htWt• outhori7.<.'tl a tcnul or $1,39KOOO.OOO Ill 
n1ih~uullt•tul~. \\\• luu·~· ncturdl,\1 SIX'Ill for thOS<· lonns $N90,000,000; 
:qO.i,UUU,(I(H) luis lh•t•U l't'J)11id. . 

::.C•IItHHr TO\\.S"'t:s u. or tlw $4.)0,000,000, or was u pod lOll nr tlml. 
tlw ri'\'HI \ill}! rund 'f 

( 
:\II' • • lOSt;!", !;.UIIt' o( it iS t i ll' l'('\101\'illg (uml. 'fht• U10~1 or j ~ l't•p­

n·~·ut~ tlw oldt•r loons, utul som t• P. \\' . A. !oans. WC'r(• soltl •. ~· wr 
h1l\'l' 11\llShllltliiiJl IIOW llhOIIl $400,(}00,000 Ill l'll11rout) St'<'lll'ltH'l'l 0 1' 
lo.:111~. IHIII Wt• hu\'t• rommitrn(•n UI now ou tstnmlin): of sonwthin~ lik•· 
~lfi,IIUOJI(Himo•"t' tlum OU I' ovnilt1hlr (un•ls. but our conunituli'ntl4 nr'1' 
, .. ,, all 111kN1, Tluordorl' wr• elm o \·(·r-eommit sonw Lut uot u J.:l't•ul 
llt•lll. 

::.•rmtor TO\\ ""~.:so. ll o\'1' \ 'OU toll•-ct···l $10,000.000 rrom t ilt' 
s,a.;41.UOO,HUO tiltH is still in \'Olrr f('\'olving (unci. or i( ,·ou ,Jo eolh·N 
il \'OU frill ... tiiJ \1~' itf • 

~lr • • Jo"•---. y, ... , but \H' ~till th•t-..1 tlris S3W.OOO.OOO. 
:-.·rmanr H. \IX LlfF&. ThoS4• "ith tlw amount or ~·our 0141 IO.Au .. 

IIIIJ'llhl •mount to nbout 84:,0,000.000! 
~tr .lost:. .... Xo : tiH'\' tamouut to mol'(' than tluu. 
~ntttor I( \bc. Llf'l't;, ' You luul 8490,000.000. • 
).lr .lo.sL~. \\'C1o lui\'{• S t.;.;,tXK>.OOO of loans whtre railroAds uro !" 

f'f'Nl'h·r~l,ip. nml \\C' hu,·r u leu of loans where railroac.ls am not 111 
n'fi'i\'r,..,Joip. liko tluot ll . • ~ 0. ond the :-<ew York Central, And l 
rnnr•ut nuulr ull or tht'IH; but we ho,·e a substantial amount of loans 
to ruilrofuls not in ~Cd\'{'r,;hip. . 

Srnator H ADC J.IFPE. t undrrstood you to say tbot you r out~tn.ruhng 
loau" were nbout $41)0,000,000, with $ 10,000,000 of comrmtmenl"', 
•uod tloo t ·''OUr rc•·oh·ing hmd W ll.'l $350,000,000. 
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Mr. J oNEs. Tho revolvin~ fund only applioe to lo~na Ill·" · 
authorized •inco this limitntoon of $350,0001000 wu put on ...., ..,do 

Senator RADCLIFFE. But if you have e.<naustod $350 o0o OOo 
had only $490,000,000, that would -.» to indicate that you h. ~ $140,000.000 of old loans. .._, 

Mr . JoNES. No ; I cannot give you the exact figuroe, llld ; . 
little confuf!ing, but thnt is not the way it works out. 1 • • 

Senotor TowNSEND. lf tloo total loans are S400 000 000 and 
hnve loaned nil of the $350 000,000 revolving fnn(t and you J"" 
hnve it all tho limo, it would I!Mm that you only ha~e the dille..:! 
between $350,000,000 and $490,000,000. 

Senator RA DCLIFF&. That is the way it struck me at lirstl~t 
Mr. JoNflll. Mr. Mulligao, do you know how much of our nibi.d 

romreitmeniAI have no t be disbul'lledf 
!llr. M uLLJOAN. The story about that is that out of $471000000 

there is $20,000,000 P. W. A., which I leave out; but with $471'ooo'ooo 
outst~ncl ing, $207,000,000 of which ropreson l8 n part of the siso 00o. 
000 thnt hos been disbursed since l~eb~uary I , 1936, and the S264;ooo·. 
000, • port of the old amount-there IS $207,000,000 outstaoding and 
$ 152,000,000 of conunitmen t.o. 

Senator T owNSEND. But your total is $471 ,000,000. 
~1r. MtwLt..IOAS . Yes, sir. 
S.n•t<r TowsusD. And you hue $350,000,000 in the revol•in,c 

fund, and it is bound to be that nmciun~ and e&nno~ boiC$6 b.eaueeitu 
a revolving fUJod. 

Mr. Jos•e. That is right. 
Senator TowN&>:sn. The dilfere11ce betwe<>n $471 ,000,000 and 

$350,000,000 is $121 ,000,000. 
Mr. Jost:a. Of the loaos that were outstand ing al the time wbte 

the $350,000,000 limi~ was put on, we st ill have $264,000,000 OVI· 
etanding. 

Senator TowNSEND. Then you have not loaned th~ full $350,000,000. ) 
Mr. JoNIIa. It has no~ been d isburst'Cl. $207,000,000 ol it i• ou~ 

standing, and there arc commitments for $252
1
000,000. 

&nator RAOCLIPP£. That is in addition to Ulo $471,000,000! 
Mr.JoNu. Yta, sir. 
Senator Towsn.'<D. -Then you add your commitmrnts. 
Mr .. JONU. We ha•·• loans outstanding of $210,000,000, and bon oonurutmentA of $ 152,000 000 • 
. Senator Tow~sENo. You havo the $152,000,000 for your eem· m1tments? 
Mr. Joso:a. No. Add it to your $207,000,000. 
Senato•· T o\\ S&END. Then that represents $369,000,000. 
Mr. J os Q . T het is riAtht. And we have only $350,000,000. 
S •nato~ RAD<LIFPE. Then your figure of $490,000,000 disnpnls the oomm1trnrnte. 
~lr. J osu . That included $264 ,000,000 of old loans. 

' Scnotor RADCI.IPFE. Th.c $490,000,000 rud not include tbr eem· 
1Ull01('Jl.(3. 

Mr. Jost·a. No. That repre.rnt.od loans outatt.nding at the timr. 
$conator To•·~&END. \Vben you make a comn1itrnent you ba,•e the 

money In lonn , h•••e you not, out .of the S350,000,000! 
~lr. J oNta. We u pect to bavo tt. 
Senator T oYI' N&KSD:' WtU, you must have iL 

A}I&Sn THE BECOSSTitUOTION ~NANCK 001\POIIA'rlON ACf 13 

r Josr.a. We have overcommitted a lit\lo. ~I · T owNsEND. You have o'·ercomnutted $10,000,000. S.notor Tb . . ht 
~tr. JosT110' .,.,s8~~ .. ~ "f etill canno~ get it through my okuU and i~ ~·tor • --. . · 
_
1 

bt 1 little thick I suppose. . . . rou> RADCt.IPF£ 1 ~ did not mdude tJoe oommnrueniAI. It os Stnator · d 1 h $'70 000 000 
1 the Jo-n• actually mo · e, mean l e • , . • · onJ r TowNSEND. You do not make ~ommttments ~nleM you 
"""

1
"1w 1.11oncy But Mr Jones says ho hu made comnutmcnt& of lut re H' • • 

Sl~~·~n,ocul'r£. Thai o ther figure represented lonna plu• com-
miuntnto. · b 000 000 I $150 000 000 Stnalor T owNS-END. A.ll ng . t., $471 , , . p us , , . 

s.,11tor RADCL.trU. Whll.twer tbe figure 18. • 
;;.. otor Towws&so. Thnt reprtl6<!!lt8 S621,000,000 of wluch you 

ha~e11$350,000,0~ in_ your revolving lund. 
\ lr JONt:8. ) cs, 811'. 
s,.,;otor T owNSEND. Thai would leave $27 1 ,000,~ of old loans. 
\lr. Josu. That is right, or pret~y clo~ to 11. But th~ fact 

rt.;,ain! that we ha,·e no more money wtih whae~ we can make railroad 
Juon• or rommitments, and we have need of tbts $150,000,000. 

S.:nator G t..\88. If you have already loaned $4111,000,000 why do 
rou fix thr limitation •~ $500,000,000! . . • · ~lr. JosE&. The 500 million limitation, Stmotor, 1s merely mcroasmg 
the re,•oh•ing rund. 

S.nntor GLASS. By $ 10 ,000,000? 
~it. J OS£8. 1\o, by $150,000,000. , 
S.nator GLA88. If you loaned $490,000,000, 1~ seems to m­
~lr. J ost:a. WeD, the limitation. . 
Senator T oWN&:&m>. All you want here ia to increaae your revoiYll\g 

fund bl' $150,000,000? 
Mr. J ON "'I. That is all wo want. , 
Srnotor Towsa&ND. And you collect it oul of old lonna and bnng 

it bAck· it. is no new money? 
~Jr. Jos &B. No; we merely use the $150,000,000. . 
Senator WAGNER. It iJ an increas6 of 1150,000,000 by authon&&· 

tion-which I think you need, under tho circuDlltanees. . 
~l r. J ONES. w., undoub~ly need iL; beeaute '!hen they go •nto 

"""h 'rrthip, they have got to have iL. TII<re IS no other place 
•·hrrr they r.on get. it . 
. It is exactly what we did In at year when we ooked for a $150,000,000 
InC'rt'n8t". . • · 1 ~nator Tovn~SEND. Next is an exte.naion of your bmJtatum. o 
R. F. C. loans from 11145 to 1965. Why do you ask for ao exUnJion 
now, "'hen 1945 is 5 )'e&l'8 off! . ~lr . • )oNu . Wen, 1L is desirable, Senator, to be able to .I!'Te longer 
ttrnu on thrse Joana. There is a little oon!uoi'!n now m our law; 
somr of it r an be done and some cannol. Some kinds of loans we can 
mnkc for oslong o. period ,.. wo want to, a,nd. otJ,>ont we cannot. 
~notor TOWNS£1\'D, What in the law bmtta 11? 
~l r, Josu. I annol explain it.. 
~rna tor ToWNsltND. Wbnf . . ~lr. ·lONES, I have been trying to get my Ja"'Y.er to oxplatn 1t to

1 ""' lor 2 weds aod be hu nol been able to do tt; so I am aure 
unnol do it t.o ,You. 
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It ju•t llt'nnits our extending loans. In some CA!N'O 1 loo 
1 mode ronnot be extended beyond 1945. n 1 ltldy 

8<-notor T o ws••so. Well . businessmen like you and"'" 0 • 
bondi<apped , are we not? l'tltfribly 

~lr. Jos£11. \\'~ cer~>~inly are-by lawyel'\1. 
Senlllor G L.\I!ll. As ~Jr. Jeffer30n said, it io imJX*ible lo 

any M'n~i~le •.rtion from .any Congress lhot contain• JOG 1 '"J>ttt 
aud J llunk thas o ne con~1s thot. many. "'"Ytts; 

;llr .• Joso:•. ~I ON', I tlunk, Senator. 
S.unlor II UOII EJ!. 1\'o sometimes make o. mess of it ns it is 1 1 not kuow wlu1t .. woulcl, hnp~n if wo had more hwtyers.' · c 0 
~lr. JoN~tJ. rhuL IS desuablc, Scno tor. A lllftll comes in I 

II('OdH pcl'lul i~S more t.ho n 4 years' timo,, to be ublo to f)fl his llllc 
huck: n1ul t lu~ woulfl CtHtblc us to mnkc 1t na long ns l4 y[af'8 oans 

s._~~~u wr T owNfl. t:No. I though t. you had sufficient. nutltorit)< 
~h·: .Jo:-a;~. \\'e thought so, but wo rind wo cnnnot exten'd 1 loan 

t1u•~ 1~ nlr<'tuly mnde. \Ve can mnko 11 new one, nnd ~his: i:s 1·"' 
clurar.vaHJr thnt. • 

SrnlllOr ll l'OII P.S. That is OCCR8ioued by tho wordiiiJ( or oome or 
the stn uto3, I SUI>P:>se! 

~I r . • Jost:.c. Yes. 
~nRtOr ~iKATIIt!KS. Or the lawyers' construrtion or th£"m" 
M r . • roso;a. Y... It is not a serious matter. It io de11i.:Oblt 
~n11tor llyonv.s. I ~ is not serious. i_( you con get. this aulhoritv! 

M
~niHOr \\ AONt!R. ~ow " 'e come to another tonlro\•trsinl Sf'Ctm-. 
uon 3. 
~l r. Josv..s. \\'hot is section 3. Senator! 
Sfnucor \\' .\ONtm. Thot is extending reul-e~tutr I on u.s rrom JO to 15. 
~J r . • Jos•:s. Yos. 
S.nu\Or GLA88. \Vrll , I All\ learning something, now. nlJ<Hit the bat 

tlutt I mtrndurt•l. 
~lr . • Jost:~. On('! ~fyour tro.ubles is tlu't. you trust your (riends. ) 
Renntur (,LA&if. ) <'S, ond I h nd that I c11nnot · becnuso f nm utt.e.rlr 

O})J){)!l('tl en t•omnaNtinl biinks fill ing th(lir voults ~·ith I'CIIl-e.stt,tf' l ot~oS. 
C Hlmlnt'~ knowtt, thf'v nre fHiecl up to the brim now with United States 
hom[< 02 [>errent ot nll the i11<lcbtcdn~ss in the bonks. And now to 
fill, Cht•m up rurCh<.'r witt~ rell l-es~tlte l~Htns does not. ;~ppt'1tlto n~e. 

~l r . J ONY.3. N•nnlor, af \'OU la~e wttb the propO:!Hton I tlunk you 
~uuhl feel tlil!orentlv. · · · 
~nntor (}1. \SR. \~·),~·. for 00 years a national bonk Wttsnot ptnnitttd 

to trllt.kt' " ~mJ.!It". solitary relll·estate loan; it. was not permittC"fl to o.-n 
nn~· tt'al ~11\Ct' rxrt'pt the bank in wl1ith i t condurted its businfSL 
Thttt .I"'I,P~nrd (or 50 ~·tars; and l do not set" an' ' reoson whl' •·r should 
~.,.. hh<orohr ... th•t srction of the bill. Welih<onolir.ed it onit 1nd m1de 
11 10 ~·t•nt m•crtttl or,}, 

S.mal?r II' \OSER. You Jaa,·e tbc repor111 both from tho S«rttll')' 
of t!~t• l'rco•u~~·. •nd thc Frdcral Rcsrrvc System oppooin~ that 
J)ltftlt'Ulnr ).)r<'I\' IS!OJ\; nnd I should like to brnr rrom you . 

~lr. ,JON>Jit. II rll. thnt is liar best proof lh8l it is right. 
l'l·nnt<w l la·o nt:• . Senator Glas.~ the Stot<\ bonks ul!('(l to makr • 

g~l IUtUl,V o( thosr lonnfi, ond 110\\; tlwy Ore not. mokillJr th(llll , 
• ' lltator Ot.,\l'ili. Tht•r are noL moking- them? 
~IIIli or llt'GIIE8. Tlacy o rc not mnkmg 1 hom 
::WntllOr Ot.AS~. Wt•ll, they ougbt no t to be m'nde. 
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. r Jl l'OIIIl'\. Jlo"' is real estate to get started to be drvclo)l<'d 
:ot•naco .. tin 1111v ..,, ,. ir you do not ha\·e some loens? Thry l1a\'t 

or co pnlt'fl • •· 
10 b<• finonctod. . II ::01• r Gt..•~ 1\'rll, they ought not be finaneed by oommcrraol 

:;n•to('oniiiiN'l'i•l b•nks arc> supposed 10 be liquid and prel>&retlto 
t>Onoe·. 1 b d ' t 

1 to 111w tfl'lntuu upon t r epos1 s. 
n-:-pon'

10
r To\\·s~t:so. \Vht\1 .. ('\ridence hove you, Mr. J onrs, thll t 

I ~·n~ 
1 

n·••l tirmtmd Cor this rxtrnsion of timr? That is th~ thin~ 
l(n'(' tont \ 0 know. I had a renl rl'<'ling that the banks wrrc now 
1
1
1
1
j,1, 1n~1akt• cnrt• or nil the\ applications they hod, on~ thnt t h('.l' Wf'l"'~ 

•
1 

. ·,
1 

;»1\nv p(•rhllll8 chf'y nrc not. I should lakt• to gt'l \'Our iOIUJ! • I . .. 

n,+:Jt•l iuu on 1lntl. • . '-! -~) r.:lost:<. 1\'a•ll, I wns wn >tmg fo r .,.·n•tor Glnss to J(c t tlu·ou~lt 
h·~urnnJ!. . . I . . l I I ~·luH••r G1. \ Sii •• \Veil , my . wstunony IS t u~t. at 1.s un utlN y )IH 
m.wi--i4m •• r lhe bt11 thnt l mtrodu«d; and a( l hnd hrul nu ol>por· 

!unit r lt) 1·,·1ul th(' ~ill b<'fore l in.~rocluccd it, 1 would lln\'C tol~ you 
"'th~·n: but ~l ikt• H ynn, o f th<·.\1 all Stn•eL Journal, took the hbcrty 
of comin~ into my otltce ond tokang my pnp('r out, walhout. my knowl· 
...W·. anti k•eping me b!ind for about two !•oun< and n ba~f .. 

}tr. Jost:S. 1 tun gomg to try to con\·met- you tllat 1t. 18 a ~ood 
pn)\·i .. ion. • . 

:; •nacor GL.\88. ) ou cannot. do 1t; but go alu•ad. 
)lr . • Josti.S. l..,rl mr tl."'· 
lhn~ t'ftn 110\\' h·n~l on ~~•I t"Statt" for 25 or 30 ~·('ttl'S. • • 
:·no tor Ao •• ws. ll'oultl you be good mough w Slw•k JUU a httlr 

loml~·r. ph•i1Sf'1 
)fr. ,JO.\'E&. Dunkf' c:nn now lrnd on real est aU> (or 25 or :\0 )'4'ftr1', 

iJ lluo loo•• is in~un•cl hy tlw } .... H. A.j ond that loan m11y be• !o r 80 o r 
90 pt•n'l'IH of tlw cost or tlH' r>roprrty. So why not IN~Vl' at. to thr 
jwl~nwnt o( t lw hnuke•r, i( lw wants to make• nn nrnOJ'tl:t.(•d 1o1m ou 
UUIU'O\'t•d (ormtt or busi•Wl'S prOP.<'rt.y thnt. i':i incomt~ lwnring nud lt•nvt• 
it to la i.§ jud_gnwnt wlu•t iH'I' he• w1ll mnkn a loun ruJUlmg (or Ju,lf tuJ long. 

S!•nntor OL1\88. \Vhnt is thr rwcrssity £or elumge•1 ,( lu_• C:lln rnnkt• n fr 
IOii H fo t• 25 or 30 Y••urs't • 
~lr. J o.st:t!. You con not do it on a busiu ('SS prop~·ny. 'fl1l'rt· l!l 

uu" tuuplt• ('rt•clil (or rt-sidt•ntial/lroperty. Thrrt• is uo plnce to~ to 
borrow UlOih'V Ofl U bu.sinl~SS bui dinJ[ Of 81\V cbarnett•r, l'XC(•i)t 10 J a f••~ 
iMunmtt• t'Olitpnnit~; and lht":\' 1arg('ly leml 30 to 4_0 pt•rc":nt .. T!w:v 
clnim to lt•tul up to 00 prrcrnt, but th('y do not. ll 15 vNy rt-stnctwt•. 

:it·mtlor TowN&t:so. Out you can mak<" aU tb()S(' lo.us-uuy tJu•t 
YOu lutw· nwntio111-cl (rom tit(' R. F. C. account? 
· ~lr. Josll8. ll'otdd you rather Jaa,·e the R. F . C. mak< them! I 

St-nator TowN&KSD. l dn\ t\.Skin~ you that quf'Stion. 

~Jr . . roso:s. " ""· II ~nator GLASS. Ce-rtainly l would rather btl\' t ~·ou do .that. ~he 
ronunercial ban~s ha•vc no business loading their portfobos up "'uh 
lo:tnq O( this deM'ripliHn, 
~notor T o wss&so. I( you cnn do it, how much tlenuuul htl\'~ )'(UI 

bud thnt you have uot llt'On nble to sup1>ly? That is the I!UCSI>on l 
lltt•l. • 

)I r. JoN t:&. Sertn tor 1 ,.m t rvi11g to create 1\ demnml und 1 11111 t ~."'in).t 
to •lo sonaethiug thtH 'will crcLlto work, (or the building of aL busuu-8" 

:::111 11'-'fo--~ 
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building or the mod~rnization or rehabilitation of a blllin .. hoou.:..._ 
•• w~ll u a!'Midw<e. We are all trying to ge~ peol?le bolok to~ 

Svtator TowNa£ND. I undersl&nd t,bal; bu~ I at.Jll wan~ to::!. 
,·ou have ~ able to do il in tbe R. F. C. E•~rvbody knows thaif 
you ha••• ~~~able to do it. · t 

1\lr. Jos ... We do not offer to do it. 
~nator Tow!lacso. Whvt 
Mr. Josu. Becauoe we ibink the banka ougb~ to do it. 
~nat<>r G!.AM. They are not loans \hal are readily payablt 
Mr. JoN&&. They ore better, Senator , lban Joana aoouted by •lotl<a 

ond bonds. 
Senawr 0!.A88. Well , I am not talking about gambling now l11n 

talking nbout real tllltote. ' · 
Mr. Jost:s. Well . who borrows l f'?m the bonks? I should liko to 

have the bunko luwo some place to mvest their money. 
Sen11tor OI.AM. Well , a groat many people borrow from them who 

have no busintlll& borrowing from them. 
Mr. JoN_£1. Well, hardly enough bonow from them to enablolbtm 

to pay theor Cl<penses. 
~nfttor Ouea. That is bocanse the Government baa gone into tha 

banking buain- and bu deprind the banks of that much bu.m-_ 
~lr. Jo'!£1· \\'ell, tba~ is "'by I am oppoN<I to having the R. F. C. 

go mto llu•. We trv to help banks make loans. 
~nator A DAII8. How much unused loan capacity is tb~ now ;, 

thoR. F. C.t 
:\lr. JoNes. About a billion doUaro. 
Scmat<>r ADA Ill. And there are 50 billions in ~be bankaT 
:\1.r • • IosEe. Yes.._sir. 
&Mt<>r 0"A88. tilty biUions of ,.·hat? 
&na~r A OAIIS. Deposits. 
ScnBt<>r GI.A88. Yes; but deposits of money or of United Statf.l 

bonds? ) ~ 
Scna~r AoAII&. T loov origill&lly were money of depositors, whitb · 

lh(I,Y put through tho window. 
Scnlllor 0 I.AII.6. Yes. 
Senator AoA>ce. A large part of the funds, ol course, bas gone into 

Ooven1ment bonds, as well as other loans. 
Mr. ,JONES. No b•nk hao been hurt in tlua oounlry from rea)...,tate 

loans on•de by the bank, where the banker did not l~nd more tlwo 
60 Jl<lreenl of tho •••lue and where he loaned it on improved proport1; 
"!"lyon cannot fi1ul a bank in the United States that bas loot on tbal 
ku"l of • loon. 

Real eslato thu " '88 held by banks wbeo the trouble came1 t-k 
10 years ajiO, lon-gelv ..... not on loans made oo real eota~; 11 ,.... 
"'h•~ tlo• lnana had ~~~ made on stocks and bonda, and • ·ithout 
O«unly. and ao forth; and when the fellow went broke and his 11odo: 
w~nt do"~ to nothiog and the security was of no value, the~' , .en, 
aft-4'r thf borrower and aaid, uoivc us some more toeurity." And .n 
he had. maybel wu • U>wu lot or a little building or 10me kind ol 

l
renl Mtate; anc the banking lrat.emity regarde that u a roal...,tate 
OtUl, 

I t Wft8 not • reftl·C'Stat~ IOftn al all. [~ wu a loan on stoeks and 
bonds tho~ hod not boon amortized; s.od so il wi.uds up as a roal...,.tatt 
lonn; and It wtts not. a rcnl-estato loan. : .,,.. 

--
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0~ find in th~ United States a bank that bu ~ hurt by ,, 
You~ real....,tate loan on business property; and 1 ebllllmge "" 'T::as~rv Oepartm•nt to find I?"• and come up and tell the com· 

'~ 1 ··.,. them a w~k'a no~. 
mlltee. rDAIIS If you could confine th~~ loans to 60 perunt of 
th Sod•~ val~~ that would be one · ·

1 
but the diffieulty is in 

~m·ealues and i~ 'is in working up your ta eo of value. 
~.nator ToW>~SEND. Y "'· 
S.nator ADA Ill. 1 know Lhat in our pari of tho West wo went 

through reol...,.to te boomt, ond loons of 60 percent o l the value proved 
10

.,. bod boon usc tho value was wrong .. 
~lr. JoN""· But tho bank was not •"'!ously hurt by that, because 

it did not make cnoul(h of them to bur~ 1t. . 
Senator 'l'owN8£ND. I was not arguong a.gaoost that, bu~ 1 hoye 

been sayinJC thnl ! do not a.eem to be able to firid enough demond for 11 
Mr. Josu. You have not bocll lookon~r for 11, bav!' you? 
s.nator ToWNIEI<O. y ... I am president o_f a lottie bank down 

tberr, and 1 was trying to fmd out from you 1.! you bad a demand 
..-bich you bad to tum down, for loans of long standmg. You soy 
~ou do· no~ hove. . d 
· :\lr. Josu. ~nator, I repeat that I am t~ to create a deman 
and am trying to put people to work and to g~ve the be~ a means of 
using th- funds. It ill ~?otter. to put port of the funds 10 • good loan 
of that kind tban to pu~ 1t all m atoeks and booda. 
~ator Tow><nso. 1 agree with all that, but I do not think the 

demand is there. . 
Mr Jos£8. All right. It is only permissove; you do not have to 

m~ke' thr' loons. If 10mebody wan~ to build a atore building o r 
l'l'lJobUitate n store building, Rnd be wants to pay you back • thousand 
dollars a year lor 15 yean, or somel;l1ing like that, il '!nobles ~ou w 
make loan! on which our bank exemmers cannot come tn And lnt you 
on tile bend and 8fty, "Ch•rge thai off." . . . 

Senator •rowN&ENO. Well, in tho bonk of wluch 1 om pres1denl wo 
now do lbat. . 

S.nntor HERRINO. All he is ft.Sking is that tile nat1on~l bonks bo 
ponnitted to do what ,rou do, and to have its appro•·ed pohcy. 

S.notor a ...... It 18 very nece&sruy for .. OOID!"ercinl bank olwaya 
to be in n position to respond to the demands on 11. 
~[r. JosE&. Your depooit<lare insured. . . 
S.nator G!.Aea. T.bia whole thing belongs to mvesunent bank1ng, ,, 

and it does not belong to oommereit.l bonkS. . 
~Jr. Jo:<u. Bu~ you do not ha••e any more investment bonking; 

d.ere is not any more investment banking, to speak of. 
Scnator Guea. Well, "t<> apeak of." . 
~lr. Jo:<u. There nev~r has been, Swawr, any .mvestm.ent bonk· 

inj! in real .. tate. eJCcept th- fellow• who sold bonda-Wbldl ~· are 
all a~'Biost. There bu never been any sound in••estment bt.nklng tn 
rul estal<!. 

S.nator G!.AM. There ought not be, by oommercilll blinks. II I( 
:\I r. Jo""'· A few weeks "Wl or perhaps a few moniJr• ago when. we i 

hod o little Onre-ut>, some Goveo:nment bonds went down 0 pointe 
•nd ll<'me went 6 or 6 or 7 or 8 poontAI down. 
~motor AoAr.o&. You mc•n thirty·seconds? 
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.\l r. Josr.a. :\o; points-from 109 to 107, or IOmetlaing ltk oL 

llttfk iu 192"1 some of them weut down 20 poiuta-•ud t ~~. 
Go\·rnunC'Itt bond.s but other securities and otJ1f'r bon,ls.. T~t Jtbt 
tlo" n . They lut\'f' C(UOttd 11n equity value iu ue"•sP."I>fnJ • 111 tf' ~ 
exiullmtr }tOtS in ond Stl~~s, " \\"hat is the bond worth? • ' "' ~~ 

.. \\.rll, 11 j;& "nrth ~0.11 

l.t "'"' 1~. "'"' lao ian: tla~ bonk chat)!e olr .Joe 14 poims. 
N-nntor l o''~lit.S'o. :\:ot Ill gon~nml~nts: he <'11111101 "'"' l lh'tu 

duu·~t-t~ threu clcl\\u lwlu'' pu r. to 

I 
~11· . • J o~• ... ~. ,\ II d j.::ht: hut if h .., lms to sell U1r Gu\'t'l'llntr11tlo 1 

\\11' '111 ln1:- hC' ):'lH w ~<f' ll tl&f'm to? ' 111 
;0, 

7\ lt puiut iN tluH. ir ~:ou lllln• 1L ~ootl r_nur· t).wg~ utnc lr unciC'I t' t iiN• 
"''-ti i'H't W ill", 11111 I w i 1H'I1 1~ c·u.rrcnl, tl u• bunk l'XIIIIHnt•t• i't ll()t J£Oin~ 10 ht' uhlr to ~t•ll,\•uu 1~1 •·luii'J!l' t t down . It du(\S mH 4 1<'pn·~· i nu• 111 '""111,, 
Jtlhl IIH• hnuk .-\~lllltll lt'r t·n uno t bot)l(ll' \ 'Otl. ' 

1\ut ir ,,.,,u h t t,\ ~ltllr llclltlrltcm b..)n.<ls ut UO ur IOU uthl tlw,· l-~' 
tlv\\ It W SO, llwy WIIJ IIttlf.W you d tUrJr:C If dowrt. ' 

/1 Uut ull llt\' '''1•-l~n l huukN'81my, ··Thnt i~ ull rilll•t . lmt tlo litH make ft • n•u l-(• .. tnt f' ltluu .' 
~mntnr .\ o,ua~. l ... 1,rt ••( it i~ d ar r lement of liquhlil\·, ltntlllitnll1tr 

i" iu .. u(N~: th111 i ... tlu• li<tuidity is iu the bou·l~ tuhl thr ~ltfrt' i, it~ 
n.•nl , ... ti.Hr. ' 

~lr . • Jo'l ~ ~u:ih'f, lil('rt• i~ nn liquidit~ iu homl... ) ou en· ln~ola;\ 
tn ...-111(l(1 mtllum -.r (;o,·enunf'm bond"' urhl g('(' \\ lttrr ,·our li(1uklit~­j .. , \\lin i>( ~uiu~ w bu_,. tht"rn! ' · 

:'up/"•""' ~out"' tn ---clltuem todtty, f•r ~UJlJ)()o..f\ you II)' tn ~dlat1r 
ulht•r J4illtl"": Th<•rt~ j ... m• r.-ultnurkt-t. T hrr'" 1~ 11 <tiiHlf'tllllrir~rl. hUt 
unlt-~~1~· ulf,•r ... to hu' uu•l --<'11 :u•~·thinj!, •Hh l t ltru• il'i ,.., f'(';ll tntlr~t1. 
()( ('H~IN4', IW\\ \\ h t•ll W(' tU'(' tfrlllill;!' ih th('Sf' hiJiiuu-. tl!UI hilli1•U~, 
tllt'l'(' 10: IIU IIIUI'kf'l (or 111€'"4.' hOthl~. 

~c·nu wt· Tcm·stt .. :so. ·r lt,u ''' :• ~ tlw c,·idet•<'e ,·rstc•r·dnr. 
~ I r • . los ~o:t~- . \\'hy, <·rrt u iulr. I would rtlt l t<'r hu ''<' n J.ttHHI rnurt~ttg,• 

I hun thf'"-•' huud"-: ht•c•uu:-(• tlte hn nk t'S;tminr r r nn mn kf' llh' t•ltll~t' 
tlw huud" ''''"'"·hut 11£- t"M•nut 11111kr mr (')ul l)t(l I he• nu•t· t ~IIJ!'~' cl•1" n. 

I lltlpl•(·ll lH lul\ 1• ht•t•u in tl u"' I'C11 l4•sha lf' lJu~iuf'8~ (or -10 \ 'NII'!i lllltl 
1 ""m' it i~ •• "'' lltul hu:oillt'$S. 1 kuvw it i~ 11~ l a <'('f'"~'u\· I•• 'lld\f 
nllkt• plth't"'"- u( hu.;iur":-1 nntlto hun' htllel~ u~ it is w hu vr llw '' l utlaf<o~ 
'l't•u ,q•ur : uud it nu:.,:ht lh luu·E> its plnrt• in leutliuJt atntl it~ pl:t••t in 
MIIJ.."• 

Yuu limlt .thr ''lll!lllllt the htwker C"lln IC'ntl to HO JH'rt'ttH o( ti.­
BHh'~llnl or Ju ... tlt'fKISih>: ~ llu.• lhJtitntions will not IWrruit amy httnk 
tu ~t•l hurl hy th('.;;(" lo:UI..t. JUttl it n11n· t1o :t.OIUf J..~){"C( It t"tlllhtH tl•• 
1111\' httnu. · 

I ~·ruttnr tit\&..~ I _ju ... t tlo U!)l agret' with ~·ou lluu tht t'Onuurni•l 
b.uek .. l1n\(' Uti,\' hu .. m~ llhtkmg lo;~us on rtall t~l»l~. 

:\}r. ,JO\ t.& ~IIIHOr, thf' ('(HUnlN't"i:l( bonk~ tt~ {t)() Ntl!itri('lf\1 llto\L 
U.t '"IH thrm tlo i'OmNhiucr 

I 
~·urth•r fir.\l'~. 1 •lo no",..know whrthrr tht•rt nre tlli\' r'('ii!lric·lion~. 

nu (~t\\1'-. t~tarth You un• rou~ttmth· ~h·ing thr oth·irr' 10 lrt \W"ffl•l.­
run In •l••ht. Tier t-uM> o( thi.\! r~t r.th is t l1nt tht~ " 'hoh• \\1:\1'1' i-1 iu 
tlt•IH. 

I 
~ l r. ,JO~O:&. \\'ell, the ~11tiou is in debt · ft ll<l W('l hll \ '(' ICl (olltl\\' IIi!• 

('lldC'r. hn,·r u't wr? ' 

,.'''
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• GLII!tl \\'t il. not in that way . 
~~-·.)~~ .... \\'~ h•,·• ability to make these loons. but ,. .• tlo not 

n••~• thrm. l\1 • 
~nator Ot.\88. 'Y• • 1 1 1 ~ I 1 .•.• "-•usco wt tlunk the banks oug at to '"''f t oot oppor-·' r • • o;:o;: .-. ._,_,. 

1u1~ity . 0 ., ... Oh •-w.hnw! Yo u ore not runking thrrn \x\("ause :-rot'nator J .. ~· ' ... · 1 · · • 1 11,)1 think 1hry nrr n sount propos_tt ton. 
~-(I~~~ (:losr..s. ~o; 1 f-.~s:r your pnNion; we eoulcllt nd five or te~ ~illion 
,lt,il~~r:. dull " '<' lttl\'~ not )onnrd bec11 Use we hnvr not l:wrn \\'llltlls;t to 

•lo .st•. t • \\' ,csctt 1 know Lhn t ln Nr.w York th('r<' is 110 dc•ul11ntl ::-;.r1111111 • ," • ,' • 
f ,1• , 1Jiit••• huiltll nJC~ Jll l"L now. . 
' .\lr .l ost:I!L. ~u; but ~~\\';York i s no t ~he only spo t In tht' I'Ottll li'Y· 

't•tutltll' WM1S t~tt . Uut &rill L thatt. t rue. . . , . . . 
~\II .losu~. 11 itl t~ur in Nrw Yo rk uncl &n ( ltu·u~t), ll tul tl nu~llt 

l~t• tru•• in Phillltll·l.\,h.w. . . • . 
Wt~ tm• litH\ hul ""'~ orhre bm,ltlmg$ Ill 1-l ou~ton. lliUI "~ tlo not 

l t 1 hurro\\ th<' 111011(\V to clo &t. becouse we l1on• them huun<•ccl. 11'iJ111 \-.. u ,.111111ot ~0 on (on'vf'r \\'it hout bujJtlin~ offitt buihliiiJ:" ~uul 
hniC'I~ ~uul atpurtmrnt huildin~o; nnd stores oncl. thf'tltr~ llml tlun~"' 
llwt ""' ju .. t ,..., rt'-"'«'M'Ir\' n~ dn)' pt1rt of your hfe. • 

:;.1111tnr \\' \O~l.lt. \ \'til. the other tlay I heanl some t~tnnonyduu 
d~t·rt' \t;'ft~ no tltmoncl for All~~ in\'estment. monr~· .cor th~ I)UI'JH)loo(' .... a• :aiL 11 1 the 1n't":stnt , bt-tanS4"' wr Art' ~ o,~~rbuilt 111 thnt J't1t••nl thnt 
llK"R' "ill not be ouy tltmamd Cor ttd<huonal moue~· Cor thr c·ou,.trur­
livn o( tluu kind o( bulldittJ: for some time ~o come. 
~lr . • Jo~t:S. A~ 1 t'Oill n while ago, I tun t.ryrng to <'n.•lHC' tlw <!rtnnnd. 
~·luttor W .\GStac . 13ut "''"' lward notlung a1ho11 t .llu•n.• lw111~ 1111~~ 

t!illkull\' itt ~wtti uJC lo11us. Tlw difficultr "''l~ in gc•Un~g CURC0111('~ Cor 
ji:.Url1 1, fmilch u~. Thnt is tlw l'i'OSOn it Is no~ no~~ lw111~ uudt•rta•k•·n. 

~J r . . lo,;+r.s. \\'l•ll , ~~~ I 8nid ht•(or<•. I nm trymg, 1C pusstbh•, to ••n•utc 
:o:.c•ntN iting o r fi111t ~ouwthi n~. . . . . . I 
~ut hinJ,r in it cn n hu rt.. .-l lw only hu rt an tln.s. •~ tlu• hurt C•:•·llllf.'S I 

vf 1111' ('omptr·ollt•r'K 9 fficc' ontl lh~ :r rNt:m.ry . . 1 ht•y do thl~ ltkc~ •t; 
~·1uuor G t.,\68. \\ hy do you thmk tluJ' C!o' ·••rnnwnt \\ Oitld I.H 

,J,·m·itl~ •·omrnt•N'illl hnuks, fo r r,o )'('l)f'S, thr rr~tht to .mnkt• loons on 
n·df l'~tnt4•? Didn't. thr conunrr<"inl banks J!t•t on (tu rly Wf'Jl t lll'n? 

~ J r . . IosEe. I do not think it w•s u good luw. 
:',.nfttor Gt.ISS. \\'oil, I do; 1 think i~ wus a JZOO<I how. Hut I w•• ~ ~ 

pt<r-mut .... l to IN thrm mt\kr loons Cor 5 y rnrs ancl thf\n 1!'011lf' r,•lln\\' 
Ji"'' ~·ou irulur('tl us to ntakr nn C'Xtrnsion so that thr)'_ ~ultl nt11kr 
tbt•fl\ (or 10 \'('Un.; tu•tJ llOW \'0\1 \\'ftlll &0 make tlwm (Or J • ., •• \f'll.f"(. \ 

:\lr . • Jo~ES. I sl•ould lik" io mak" il 15; and th(' on1~· obJ<'<'tiOJ.' that 
the Frd,•ml R"""rw has l!()t nnd that Etc:I<'S h•• got-

!'t·notor Ga. \83, I clo not. rnr<' Ml)'thing fibout that. . l 
~J r . . Jo~.:.s. If•• wants to mftk(' it 20 yt>ars. but hr \\ tlflts to rl'" nt<' 

tltt' "holr f"f-clf'rA1 Jlf'84'r,·r Ar t. . 
~·nntor Ot .. \8S. t knnw hr- clo«~!>t. H hl' krrps on murh lonJIC"r. It 

ouvht to h<• rcwrlt t..cn ; bC'rRUS(' t hr,\· iH"<! ruining t h .. s.,·su•m. 
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Scmat<>r W AON£11. Ho aay&, on t.ha~ poinl: ., 
The BoArd it not. a.dvleed or a.ny eubetan.tial ~ for u. imlntdia ....__. 

tlon ot thoe:d1Ung po•·cr or nationAl b&nk.t t.o make r-.let.tat.61oa~-:--a-
Mr. JOJ1ES. 'rbey b~ve not w.ak~ up for 2 ')'eara, over I~·~ 

have been asleep and ha,•e nothing t<> do. '·r:r• 
Scmawr W AON ER (reading): 

4 
and lo oJlP"M'::. to tho .,...tment o1 pl_.m..J buklac lfCiolatloo ••-lftl&l or unmecbate Urc.encJ e1latl- _.. ., 
and eo on. 1 am going lA> put the entire lo~w mt<> tho record: 

Ta&AalJaY D &PAI'1"Man 
w .. M.,..., ·"•v 10. i,lD ' lth De•• Ma. Cu~IRMAN: Further referebCO lit m&do to your le~ter ot M · • 

1040, requesti.ng the vlaw• or the Tre.l8ury Dapa.rtmdht on S 3938 a bJV ~ 
authorise the purcbA&e by r.he Re'oonatructlon Finance Corpo~Uon Or aeoell ~ 
Jo~ederal home-Joan bankl; to amend t.be ReoobUtUctlon Finance CofPOI'kUo 
Ae.t. IU amended; and for Other purpo~e~. 11 

Stetlon 1 (I) or tho bUI would autbo..U.. tho Re<lonatruetion Fu.a- eo.,_. 
don1 upon approval of be Fedenl Loan Admlnlttrator. co~ at P't M1 
ol tne lkoet or tho Fodonll ho-un banta own<ocl by tho Uail<d s....., aod 
_.ld aulho..U.. tho Socrt~tary ot tho n-ur;r to oeU oueb ttoel< t.o tho -
otruetloo FinanceCoi'JIOrollon. TbeS..:retuyor thon-ur;r boldo Sl24 741.000 
or tho eapiiAI ttoek or tho Federal bome-loao banta and ahhouah uio/· It 
provldet fo.r the retirtmenl of the stock held by Lbe Seeret&ry ol th• ~. ~ 
there Is no pro"ltlon •.uthorfalng the tnn&fer or lale of auoh stock. The Trt:8u'l; 
dool not. have any obJection t.o ecotion 1 (1) of tho bill. 

Under exi.attna law lhe J't.ooonstrucdon Fioaoco Corpor&tlon ~nay UJIC)Q "" 
fiiClUell. Of the 9eere~ry Of tho Tre.uury, made with tbt approvaJ o~ liMp~ 
dent, tubec:ribe for preferred ewck in banks or ln.eurance compaoiet. or m..Q 
lo6111 t«un!d by au.h otoet. S<etion I (2) or 1bo biD would permit ouch po~ 
o1 Pft{ened otoet and oueh lo6no to be modo upoa 1114 appro..J ci!Mr or • Secretary or 1be Trt~Nury Of tbe Fedenl 1-.. Admllllo\nl10r. Tba ,_ r. 
lhlo ~ Ill tho law .. ,., Opparen1.. TIM edotlllc pro'riolo .. or law lo ... 
- 'Wft<lenactecllo lt33 .. part or tho ......... , banldnJ lfclolalloo. ,... muhlneq ee:tablltbecl at. tha" uroe for p.rowidlnJ t»nb whh needed addJdooll 
oapl~1 tunda baa worked MtlNacwriJy. The Tr.lu:ryll awareor no oomptltflc 
~,o':.:rl~~:.:t.-up ahould be chan&ed at UJJ.t tlme aod r6b0mmeade ,..,,.... UM ' ) 

Under exlstfng law tht 1toeonatruetion Flnanoo Corporation may, with lbt 
approva.l or the Secretary of the Trea.eury, and under auch ru1te and rerulallo• 
M he ma,,.prueribe, ~oeU on the open mMket the whole or Atly part ollhe Prettrrlll 
atock, eapal&l nok'!ll., o-r debenture. ol any natJooaJ. b&nk 8tat.e bank or tr\111...,.. 
pony lleQuirtld by tho Corporalioa. SO..Ioo I (2) ol ih. bill wou'ld .......... 
tslttln.c law to • \o permit the ~ction Ftnanoe Corporatioa \o ttl].­
~~~ wilb tbe appro..J or dtbor tho Fedenl r-.. Admlnlolnt.or • • 
~' ol tho T.....,.y, Tho a-notrueUoo Fino,_ CorpontJoe aowhM• 
&U\.bontr tA:> m.&keaueb ..,_ oo he own ibi\S..Uve JW"O•tded atJeut.60 da.J•' ...._ or-, pro-1 ....... pven 10 I be iauer or......... (Soo -· 5 (e) ol tho-1\ruet. on Finance Corporation Act at a.mendocl ) 

dl 
~ t

1
he Trea.tury hN no partfc~llar objection. \0 &hll chanp in the la,r U I& la 

vUI,._, rom .the other chanpa refer-red to a.bovo, nevorth6Jeet. I&> llaubjeol to & 
~nor&l objection from &he aland'point ol tb~ con.tua.lon that m.J.sbt &rile •* 
fill her one of tll·o public otftoert ea.n authorbe aetJon w'th ,..._....._to a -. .. Jo~llr au~oct.. .-... ,.... .. 
•~~' uiotin~ law the total amoun' or loana, oommi'......W, ete., by lllo 
•--.:truetioa FlnaDee CorporaUoa &o rail~ or tM.Ir reotiven or~ 
::r..:,.CK"' = *'. _,., one \Jme 13.$0,000,000 lD Mdldcm to &he Joe.- ud co. 
llmllallooto ~~~....,. 31, 19M. 8oel.loo 2 ollhe bill woulcl ..- llolo 

The R«onnrucUon Plnanee Corporation m&7 now mak6 lot.DI or tld•IMifll 
or rmewlll or uteoeione olloan• or advanoea and mar rermlt.l~ or adva.oo.­~l!"_!l~:!to"'Jto mature not lat41r th.a.IJ Jaauary 31, 1045. Section 2 would cb&llriP 

-- &uuary 81, IQM. 

Aloi&!<D Till UOO!JIIUUQrlo.JC nlllliQ ()()JiorOAA'I'lO• ACf 21 
~·. -•poln• o1 llle -rr-r:r 111 .. _.. t.o ba no objo<tloo 10 tho •·roco tb•~bY .ecuon 2 ol the bU), 

ettaniH pro'':'l(l ~d tGe e:x11tlnsl•w under which national bankl may make 
,seccton 3I•OU In au amount not t4) exoeed 60 pe-roent. or •be appraltod raJge 

real--tttat4! o.n• ff rod aa.teuriLT aud lor a term )Jot Jqnp_r &han 10 y;ean,}lr the o1 lhe re1-l et~~ep~:1det ror to.t&Umeot. payment.lt-umcten\ &o a.Mortl.u 40 per­
loP ~.:~neipll .,r'(tbJn tbo 10 Je111·, eo u to a u&borlae 1ueh I~. to ~ .... or u • ..!"..:... Ol 15 1..,. provided ....... 80 .,..... •• ot lho pnnetpal .. auOe fOf. ~~ 6 
am<!"ll<d wllblbu;..! ~~mate ,._..tale 1oana oecun!d by llnl lltlll upoli 
~·1~ ~ .,...~e, lneludmc lmpt'0'-..1 r..., la.od &Dd IIDpro•ecl b.w- and 091"."<"!' c ___ ,_., 11 tho &alOUd .._ no\ ..- "60 J)<nltd o1 the 

~tial ~~ tbe real 01tate offered u ~urity'' and for a term o1 not more 
i.oorailc'd ' Ct-rtaln esce:ptSont are m&do. For ind&noe, the fortCOln& lim.it&Uoot 
tb&n 5 ytt.l"'· n• do not appJy to real e~tat6 )I)&.QI whJeb •te lnaurell uodet &he a.nd i:fcrk~t tide n o{ tho National Houalna Act. Anot.bc.r cxocpUon la that a 
pr~v :!:~~ Jo&n mA.)" bC made 111.n a.n amount not to exoeod eo ,~rcent. ol the 
1't' . oft illed value of the real e~tat.c offered aa teeurity and for a &.enn not longer 
•PI~,. tO ·tart lf t.he loan La eeeured by an arnortiaed mo~e. deed of tn11L, or 
lba~ ~h Joat.rumt:nt und6 tbe t.tnu ot which the intt.lhn~nt p&ymen.tt ve 
ol . ~ rtlu .fO ~""''* or more ot the principal of the lo&a within a ~J ,::, = .. 11w1 10 II<W•·" It II tba IIAliei>od 40 and 10 In tho p.....tins 
"";;;... wb.lth - be ebanpd by t ba biD. Tbo 40 would ba ebancecl 10 GO ::S lho 10 t.o t5 Tbuo, nalloOal bub ....,.ld be pmnltl<d 10 mate real ootat.. 
1oan1 or ~on...- ;..turity U.an •' p.-.,, provided the bJcbe< amortl&atlon lo 

ine~~io tho enaeuneot or the Fede.ra! Reeerve Ac.t, naiionaJ banka ~uld. uot 
make real-o011t.ate loaoa. Their power to do 10 hu been PtolrtiNively b~aed 
· Uta& 'I me and there ita tubllt.Al\Ual body or aplnlau W the el'fect that at hae = alrtady toO greatJy Ubt.ra.Uaed. Accordingly, Ute TreNur)' recommeodl 
~~~~' eecUon a of the btU. . . Tbe Se<,.tuy or the Treaoury bolcla alllbo o~k ollbo R«<>notruetlon Flnaote 
Con>onollon. lo \be totAl amount ol $600,000,000. Stetlon 4 ol lho bUl would 
..,tfooriJOibt Corporatloo, with tba approval ol tho Fodonll 1..cMu> Aclmlnlllralor, .. ...u _. .. to tho Soctetary o1 tho Tr.our;r ro. tho .,.,tlal .. uroment ot 
itt eap;\al 1~t at par or la. paymeot. ot dlride.Dds on aueh -'Oelt from tbe eam-­
• o1 lho Coi'JIOrolio.;_ SiDee, under ullllnc law, t ho aar<Pio amount ot 1114 ~ debt:nturN, bonds. or ot.hu obUpUaoa 01 \ht Reoooetruct.loo F1na.nee Cor· 
por&taon letued aod ouletandin11• bued upon the amoun~ o1 tbe Co-rpo_raUon t 
a.ubecril* capitAl the bW provldet that tho acarecat.e amouot al tuob obligatlooe 
wblch tho COrpo,:.tlon Ja autboriac.'<l to l•ue and b.a.ve ouwt.andln« aha.ll not. be 
dttm!MM or .:trocted by reqon 'or &bO eaneelation o-r mtlrt.ment. of any or t~o 
eaplt.&la·toet of the Co-rpOration. ~11') the standpoint or 'bo TreMUJ'Y there l6 
no ob~tlon 1.0 thlt amendmen~. 

Sec:Uon 5 ptovldel that tbe ~t.e amount. U8eCI by tbe 0orpOratton to pur­
due 1totk Of Federal home loan t)a.nU under aectJoo 1, or 1.0 re-\lre tbe eapit&l 
ttock. ot tbe Corporat.lon or pay cU•kSt.odl oo sueb •t.od: UDdtr eee\Joo~&. may no.,' ...,... $300,000.000, the_._ .. amounl t.o be cJeWmlnecl by tbt 
U~~t TreMUry. The Recoaat:ruet.loa Finance Corporatioo. with l..be appro" d 
the Fed«al LoAn AdmiD.iatrator, ltlO determi.ne wbat 'DOf'1Jon ol the l&&f'!CIW 
amount dtWnnlned by tbe Seuet&ry of the Ttatury a6.all be wted for the pu..ro­
ebue olttoek ot the Fede-ra1 home loan b&n'Q. the retnmcnt of tb6 caplt&18tod 
of the Jt.e.conatructlon Finance Corporat1on, or the pa1ment. of dlvldtnda on .the 
eap_it..l etoek of the CorporaUon. Tbe Trf:uury hNnO objection W thl.a provilnon. 

With tho exception ot tho provltlon.t to whleb objec& oo It made above, the 
TreMury Department reeommendl tnaot.ment at 8. 3038. ,_ I ha•o bt<n eclvioecl by tho Dlreetor ot tho BUrtlaU or tho Bud,., thU tbortl w 
1>0 objedlon to tho oub- ot lhlo ~port to your commlltoeo with tJwt~ 
~lila\ no -nt would lbortlby be modo wflb ,..poet 10 •~ ~ 
llooobi~ ol tho ~poaod Jtclalatloo to tho_..... ol tho Prooldeol. 

_, lrv.J youra, RauaaT E. GUTOlf, 
AdiOf Bc<r,._, of 1M n---v. 

BOCI, Ro•&•'f P. W.~oon•, 
CAoi,....o~t, Cni•Ut•" Boflki"f oM OwrrtAC¥, u.ow s ...... s-. w .. M~. D. c . . 
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DoAaD or Govca.."'olt8 or TH.c FaDaKAt. R U llaw·a Stna:11 
n·.,., • ...,..._ II 

--"• . ., ''· "-"'· 
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(Si~nt.'<l) C n E&Tt;R Mo nuu.a., 
Chester Morrill, &cul(tr!J. 

I 
~lr . . Joxr.s. ~uotor. wltrn he comes to rewrit ing thr Fecltnll ltr­

.... rn .\ t•t. then h~ i'( JCOiu~ to want these lonns made ror 20 venrs, 1uul 
not J,j, I know, bt<'nusc l tnlktd to him. ¥ 

~ruttor GLASS. \\"('11 , hl' is not going to rewrite the Federill lteMn'e 
,\ t•r unv time soon. 

~lr. Jost:s. 'rluu is why I wont you to fix tltis o..mounl. 
~nut or \rAGNt:K. 1 ~ill rend to the committee thot portion of tho 

~Z?ta~··s lttttr "·hieh refers to this seclion: 
!'f'thvu 3 •U411d aiiH'Ud th(• t-).i .. tlu~: la.- under 11;hich '"'tional baul. .. Ull...\ malw 

m~!-- .... tatc- k•n .. in au an..oun1 nut to ..-..:<'t"f'd 60 pc~ut ol ,..,_ apprai«t'd 'aluf' uf 
tbr f'f'al f"otate- olff"rrd a• ~urih and for a tf'rm not lontt"r than 10 tf'ar'll, If the 
l.111h un"C'mt-nl \'"''·id,l'l" for ln,.talhnent ,,ayn~uU; "'tlffit-N-ut to aruortitc -40 IX'"" 
C't"'•t c.f I!K' prmt ,,.1 "1thlu th~ 10 ynr-c, "'') u t.o authorize ~uth lt.ellll to lw n1adu 
'"' •l~nud of l.j YN,... t•ro' i•frd at !cut 00 peree111 or thr Jniud,,.l 1 .. amort ltMI 
•itlunthr l·l yes,..., 

1 think olo•~ dei!<'rib<'s that necurntely. 
~MIIttunl lmul.!f ctw now tnftke " real-C15t:\tc loa.tu• !iee:Un•d t.W fil'llt litnl' uj ~ot•u 

nJJIIr\1\loc.l rt'411 t'l'lllltC, iueludlnK Improved lanu land t~nd inlprtll't-.1 ltutoln~ ..... uwt 
n:~l<kntialwntwrth•,." H tilt llfiiC)IIIIt rloc~ not cxect"<I "SO JWrct•ul ul tlu• iiJlprai .. C'CI 
,·alul' ultlw l't'al ('"-tn t~ olfc.•rt"d n" ISCCt lf' lt.~·" tJ nd for a ttrtn of uot more ~11811 !1 l 't.'A,..., 
9•rt:1iu ('\'C'I'JitiOnJI nrr• uuulc. J.'or lnl'itilnt>C, the rorcgoing llmitntion!lrtll!l ,;..._,rle· 
I!Ot•~ tlu uot " '' ' '"' tu I'C'al~~tiUc loou~ \\hlch are in.-;ured uudcr the t)ru\•l.clou.- ui 
titko II ur the X!lt iOIIIl llouJihlk Act. Auother e.u~ption ~~ th:at • N•l.lll....,.tato 
lo~.QII 111a~ l:c.• •utult> "in au AIIIOUut r1ot to e:\4!f'ed 00 percent o( the appral"('(l ' 'alu•• 
.. r thr rt'DI n-tatt' ofTa•rcd ftl'i Po{'turity •mt Cur a tcrtu tu)t lor1ger than 10 fC':U'~ If ~he 
looca•• '" "<'t'UrNI hy au amortllltd mortK.'\•c. dHd ol t ru ... &, or other .. uth m .. trunu•ul 
llll•Srr tht- u•rnl." of "hleh thf' lu .. tallmcn: pa~·m~n~ aff .:<1.1tfieit'nt to a.mortl:t~ <iO 
J># ,..",~or u~of'f" of tht priueitllftl or thf' loan "-ithin a pc!'ric>d of uut IUOft th.au 10 
J "· •. II t- th~ italiclttd "·10" and " 10'' ln 1hf' pr«UUhtlt ~ntc•KT •h•ch ._.., .. ,,t 
1"1• rli!anud h\' tht- hUI. Tht "tO" would I)(' chan"'cd to "fiG' ' and thf' "10" tn 
.. ,,,.. 'llhL .. : nalkJu.al t,.nb • ·ould •~ pt<nnhtM "to ma\.f' rtal-t"tatt> .._,. .. ol 
""''"':' matur~t> than a~ l'f'tto(•nt, pro\•ided 1M hi.Jtb(or amortbatioo •"' u~lud('(l 

Pno)r to tb(' t"'l&nmeut ol \he f.'tdtral HeocrYe An, national IMnk• could not 
bt3l,co rnl ":'late toan•. Their po"t>r 10 do !iO bu ~~~ l,,.~h·r1)' lit)('rall~ffl t"" I hat h bM" and 1bt"" I• allu.,_.tAn1ia1 hod>· of opinion to th«' errm that it hat 
lt'ni altMul~ too CN'4l\h' llbtraliz.Nt. ,\c-c.•urtlingly, thr Tmaoou"' rtc'OIUintonfi• 

uau -1 1'ft'hou 3 or tht hill. 
Tlutt k. tlwir romnwnt on 1hnt sc.'Ction. 
) 1r . . Joxt:s. 1Jr hn~ hncl no complain t h-om nnvho41v thot it ' "'" 

~H 'I'Il tuo ~rrutly litwnl litf'tl; I OH"JI\ h~ hns no cOmpl•l int £rom liU)' 
h1wk••1·. Bt'4'·nusl~ if vou romtid £~r th<' bonkrr who woulcl rn.tk(' ntl•' of 
th•,.,..• lnnns. i£ ht' wori't mn kc• it, Ii i' won't mnkC' it. He• doNI nHI tlf••·•l 
4 lzt\\. to tt•ll him not to mnkr it. U lw would nlnk.- it. ltf' ouJtht to tw 
P~'rnuttl"tl to mnk•• it. II C' ought to bf' pr rmittC'cl to run his bn nk . 
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Senator Fa .. tn. Why ;. i~ lha~ the aven,e OCllltmereial '-k 
been afraid to make "'al-eetat.e loan. or , a~ r-t bae aot-•· ... 
real tetat.e loanat - 8llf 

Mr. JoN~ .. Rtal tet&t.e loans have alwayo b-. turoed- im 
eo, bee&u.e 1t oa the bNtoeeunty they c-a have if th"1111&ke ~P,:OIJ 
properly. --

Senator ADAMS. Another reason ia that the depooitt...., p& ahl. 
dem&l!d; and lhey w&nt their.funds in such ah&pe thatir thed~ 08 
come m, they can meet theor demands. And you cannot allb ~ 
estaiO Joana. ·-

Ill Mr. JONES. You can eub them ?e~t.er than Government bolldt. 
.ScnaiOr A; DAM&. Wcl! •. of eotUSe, 1t 18 a terrible lhi"« to diaa-wath n man m your pos1t1on. .....,.~ 
Mr. JoN£8. Well, it ia a faet. 
Senator ~OWN&END. Oive an illustration of that, please.. That is 

rather etartbng. 
Senator ADAMs. You see, you are from Houston and 1 lhink 

you are judging the United States by Houston. ' 
You -. we have not had Jesse Jon- in all our toW'OI, aod 

they are not proepe~ like Houston. 
1\>lr. J o:<a. What did you want? 

/J Senator To'!N8END. I want an illustration of wb,y realtetateloaos fl can be caahed on better than Government bonds. 
Mr. J oNu. If tho occasion comeo around where your banb .,. 

required to pav out their deposito 10 the depoaitora they can Dilly 
pa\y tbw. by tl1o Oovornment's printing money to p~y them willo. 

Vloat are your deposita-SO billions? 
Senator ADAM&. Roughly. 

I Mr. Jo:<u. \)uppooe the depositors of 20 billions would come in 
and a.sk .for thetr money : \VI:oero !"'9 you f~Dinjr to get itt It is goin( 
to be pnnted, a.nd Congr ... "'goong to pront 1t. 

Senator GLAM. Yeo and we are on an irredeemable bMia now. 
. Mr. JoNES. l would a good deal rather have my money inl'88ted 
111 the property over there [indicating). 

Senato~ 0LAM. Yeo, and it is difficult to determine what the 
pro~rty ,. worth .. You would have to go through a proeeoa ol delsy; 
and in lhe 1neanttme the man who depo8ited the money would be 
gone out of the bank. 
. Mr. JONES. How are you going to detarmine bow much money il 
1S worth? 

Senator Oua&. WeU, l cannot determine that and nobody e&D. 
But once we coul<l. ' 

Mr. Josu. Nobody can determine it now. 
Senator T OWN&f!IID. I am frank to say I am enCOW'IIged by wbal 

.rou say; bull have been afraid, before tbat it wu not u tiquid" 
Go'·emment. bonds. ' 

Senator 0L.<M. I ha•·e a piece of property I should like to ..0. 
but I cannot get a taker for it. 

Senator l"otAIICR. I btlieve it wa.s the bankera wbo aaid thai they 
cannot make loans on roo! estate and on officea beoauM the Comp-

1
lroller's office and the oxaminers would not stand for it. 
~~~· JoNr.a. T!tat ia right. The ComplroUer'a offico is too "!" 

~Mollvo. That 1a why r say we would be better off without 1t. 
F .•nada hna no bank uaminers· England hu no bank examinen; ranco haa none.. ' 

~------------~~--
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tor FILl.lld. They -m ~ bave a cillferoml '1'8tem lht.n we 
~~a:-and peztoapo wy do nol bave &be~ b&nkeratbal we ba•e~ 
~~. Josa. WeU th- banb .,.. being run for profit., and &bey 

ootb• to be allow;;/ to run llwD u they - 61. 
Senator Ou• You would ad•oeate no reotrietion.t 
~lr. Jo:<r.a. I do nol ~It~ ought to. be many. . 
Senator WAONIIR. Will you diaeW!I oectaon 4 and -tton 6 now, 

\[r. Jones? . •L • be R F C ak · Senator TowNe•No. Seotton 4 au ... onzes t . . . : to m e 
ymenta to the Secretary of th~ '.J'reaawy for partaal reltremenl of J: capital &lOck or payment of divtdend~. . 
SonaiOr W AONER. I do not ~ anY, ob1~t1on to that. 
Mr. Josu. That ia not controve~al, 18 1t? 
Senator WAON&R. I obould not think so. 
Section 5? . 
Senator TowN&eND. Why should you be required to purc~ase atoek 

of the Feder.J home loan bank? Why should you be requ1rcd to do 
lbUT . 
~lr. Josu. I tried to t.nswer that for you awhile ago, and I atl\"'­

bled around a eood bit. I cannot do a ..-ery good job of anoweruog 

lha5.;na10r T ow:<nNo. Perhaps I did not understand it, lhen. 
Senator AD.uo.a. It it just too plain, it il ooU , 
SenaiOr Ouaa. WeU, I confeoa to simplicity. II ia the 6nt tim~ 

in lhe 40 )'o&n that I have been in Corocr- that I inii'Oduoed a bill 
which I did not. underat.and, but jUI!t be<ause J bad oonfidenoe in the 
man ~·ho gave 11. to me. 

~lr. JosES. Thank you very muth for that, Senator. 
Senator FOAZI&R. Are you going to vote for it now? 

/~h~~fti;l~~ ~~~~·~~:;~~T;~;;;:r.~:L~~~.;; II ( 
now my confidence is wabbling a little. // 

Senator R•otruNO. Mr. Jones, your thought is lhat if t!lia ito .in­
crea.sed from 10 to 16 yean, it would enoourago people to bwld bwl~-
ings, becauae they would know the deadline is not 10 ;r,ean but 11 
15 years, and you would ban onl1 40 percent left unpatd inotaod of 
60 percent lefl unpaid, when it oa due ; and that would encourage 
people, beeaUM they would have a breathing apeUt 

Mr. Jol<U. Tbat ia righl. If you""' a prudent invtetor, you '!"~ld 
be willing to let it come due in 15 years, but you •'Ould not be willong 
10 kt it come due in 10 years. 

Senator HantNO. And then there wou.ld be only 40 peount leltf 
~lr. JON &a. Tbat it riabl. . 
Senator TOWNUND. Sut the chairman ba.s raised the poont that 

there is no need for it. · 
Senator \V AONKR. I hve not beard any t.eatimooy of a n"!"' .for 1t. 
Senator HltRRI'NO. That may be the reason; the 10-Y.ear lun1t may 

be the reaooo, wberea.s a 16-year limit might encourage 1t.. 
Mr. Jo11u. Senator I do not say it Will put everybody to work, 

but it may put some~y to work. 
Son a tor Ouaa_. . AnybOdy who cannot pay his debt in I 0 yoora ha.s 

no businos.• going in debt. 
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~lr. Josu. lthinl< it would be a •·e!Y helpful atntndmtntl<) lhe .,. 
~nator WAONU. ~ tbe commmeo wan~ to go in!<)"" ":"'o 

set!8ion no,.•! Is there anything further? O<Uh•a 
. S.na.tor Ao•"•: Mr. Chai.rman, were you going to ha•·• any furtloor 

"""'"""'on of oec:uon 61 I came l.ate; perhaps that hu alread.'!' b.,. 
ro•·er•d. That 10 "'here you penrut $300,000,000 to go in!<) 1M r.-..s: 
ury, so it will be ft\'oilable there to be spent by tJ1e Treasury and" 

1 the indebtedni'SS of the Federal Government. 0 01t 
. ~l r. Jos~e. I " '"!ifiocl, &n~to_r, that this w~s.the R. ~·. C.'sonetl 1 wrtlt IJ1)' COOJ)CrRUon. 811~ InSIStence, Of gi\'Ulg to tl1e 'f're~~~ 

$350,000,000oml (luymg tt ~aek .out or .the ~opt141 1 of th•ile lendin 
••~rnc1os ; unci we ~~"' do t.lus w1tbout. 1r.npmrU1g their &oh·tnev i' 
uny wn,v. _ · n 

Scuulo! A~·~··· Your CAt>ilul i• represent&! hy R. ~' . C. 11016 OII IMtundUlj.t, IS It not1 
· M.[. Jo:<>;o .. YI'S, the capital stock of $500,000,000 wn• •Pt>ropriated 

by Cou~r""" 111 I 932. 
Srnntor Ao~MB. But vou ,do no~ have anything thftt doe. not repro­

"""' o borrowong rrorn tl1e Federal Treasury or a borrowing for whith 
the Feden1l Trusu~ is responsible? 

~lr. Josu. That " correct. 
:'i.•nator .\ou••· So it is pure bookkeeping? 
~· ~· Jo~l!8. Just ~kk..,ping; except! said before ~ou came, I think, 

that tf th'" J>I'Of>OSliiOil had not come up, I was goong to advise lh• 
ll. F. C .. to P•>: a •n~tantial dividend back w the Trc>asury. out of 
our •an1111~"' tl11s spnng. Now we can. We bave ItO~ a total g._ 
eno:ni!'!t>' of $285.000,000. I think at least $150.000.000 or $100,000.000 
of ll '" (Wrfoctly sound. 

&no tor ADAMS. How much was charged off awhile back! 
~Jr. JoN>~s. Nothing. 
S.•untor AoAM8. Was tm item charged off 2 yro t'8 ago? 
~lr. JONEs. By CongrC'SS? 
S.•tllllor ADA ~18. Y cs. 

. !.Jr. ·IONts. Y••• ; •! PProprintions. But you nppo·opriowl thr money; 
It wns not our busmC~ss. Congress approprint(•c_l R. ~·. C. money, 
wh!•n they •hould hnvo appropriated directly from tht• Treasury. 

St:otHHor AO.\M~. Thttt. is what we arc doing lwre-aakin~ you lO 
put mon(ly back. so that we can appropriate without borrowing i\. 
OUI'l!l•IV('ft. 

~lr . . Jos£•. Tlo•t is right; wo are putting <10m•• monty bark, that 
~·ou <'On ~tpprol)riatt"'. 

&mator Towx~Eso .. Don't you think that ttint(' thr qutst~n. i:s 
bouml. I!' <O!lll' Of I hr mrre- of the debt in tbr form of 800 mdhon 
or a h1lhon, It ou~tu to corut> up together and not pi~f'mtal! 

~l r: ·IO"<E"- Senator. th•M' is abSolutelv good reason for doon~ this. 
0\'•n tf ~·on Are ~'OiOjl IO increAS<' the debi lO $100.000.000.000. 

SrniUor .~n ua~. :\lr. Jones. if you had moN' confidf"ntt in J~ 
.Jon~ thttn 111 Con~N'S3 would sou ''Otf' Cor tbis St-et ion 6? 

.~lr. J os1:3 .. I woultl \ 'Ole for the bill. There is notlti11g ~·rong 
"'~' tt: 1 hrre •• no hnd bookkeeping in it. 

lSemllor Aouae . .J wn.s snying that 1 han~ more confidence in Jfi8M 
.Jont'$ thnn .I hn~t' 1n Congress. 

~lr. Jos&e. \\ ell . I lonven 't. I think Congnl88 is nil right. 

\)Jt:~H 'tHtt MK('O~ri-TRU(.'TIOS' FJSANCE COR.PORA.TIO:S ACT 27 

. GLAM Oh good gracious alive. You don't think any-::rotn•tor . · ' 
tbi!'ll of '"1•1~0'~;, 1 think I ba,·e a beuer opinion or it than a good !"ot'nator .._ : 

1 1 .. . nben1 or it ha, .. c, ' u~_mse \"e8, m;'i;/C.:AlRltAS. Collj(re&S is all nght w!>en they vote our way, and 
i3 all wront; wlten they vote agamst. our way. 

Co!'~"':Or 0LA8II. \1 ell, they al~ays vote ag~inst my way. . 
':"" tor IIERIItSO. We are gomg to ••ote "~th you on your btU .h~re. 
':"

11"tor o1 ,. •• Well I non nolo- not on thot real..,.tate propos•toon . 
"""" ' -· ~ . t' . ~'lUltol' s~uTIU;ne. l move we go mto execu .n'c sessaon. 
S.'Jintor \'i AON I: ll. (chnir~nn or tho sulx:ornmlUCe). Oentkmcn . we 

-.hall I!O into exccutl\10 SCSSJon. . 
~ (T hC'rCUJ){)II, nt 12 o'clock J)OOn, the . subcommit tee wenl into 

1·,, •• ~ftQ"- ion und tltc comm1tteo reporter was excused.) f'X('('U " '"""" ' 

X 
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