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H.M.Jr: 

Louu 
Johnson: 

H.M.Jr: 

J: 

H.K. Jr: 

J: 

H.lo!.Jr: 

J: 

H. Y. . Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

Yes , good morning. 

How are yout 

Pretty tine . 

M8.7 24, 194o 
9:03 a.m. 

Louie, there are two t hings that are kloklng 
around Which I t hink you are the only tellow 
that can finally seal them up . What ia this 
powder deal tor t he Allies which has been 
kioking around -- the President ordered hie 
Cabinet to be done in twenty-four hours last 
Friday and it ien•t done yet; and the other ie 
these machine guns tor the -- Colt machine guns, 
which I think you told me a week ago 

Yeah, we cleared it ae far as the Army vas 
concerned. 

Well, would you be •• •. •• 

I ' m in a staff meeting, it'll last about an hour 
and a half and I 1 ll get into that the 111inute I get 
out ot it. 

All right. Well, now, when could you see Philip 
Young, who' a folloWing thia f or met 

When can I see himt 

Yeah. 

About these thingat 

Yea, because he baa the details trom my end. 

No point in seeing him until I tind out What the 
fly is. We've cleared it •. The trouble ian•t 
Army, ao I 1Te got to tind out What it is and I ' ll 
call him then. 

Well, you• re wrong, becauee it U the Army, and 
,.. can' t get by and t hey're juet stalling, and 
the President hu eaid three tiMe nov he wanta 

• 

1 
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• 
J: 

H.!o!.Jr: 

J: 

H.H.Jr: 

J: 

P..l~.Jr: 

J: 

H. Y..Jr: 

J: 

H.H.Jr: 

J: 

- 2-

i t done. 

Well , I don ' t believe -- I think you•re wrong. 
I don ' t think 1t ' e the Army because •• •• • •• 

Well, eupposing you find out Louie before you ' re 
eo sure . Nov supposing you find out -- ve can't 
where the fault is. 

Well, I 'll do t hat juat aa soon aa I can get out 
of t his staff meeting. 

And if it ien•t the Army, all right, but this Colonel 
Y.~eland• I mean, ve haven't got an anaver and 
the Preaident keepa telling me he wants it done. 
P.e t old Woodring and he t old Edison last -­
Compton-- last Frida7 he wanted it done . He told 
Marshall and he told Adl:liral Stark tvo days 880 
he wanted it done. I don't care if Army gets 
hell this afternoon in Cabinet. I'm trying to 
see that t he Army and Navy don't catch hell thU 
afternoon and -- but lt's all right with me 1t 
they do, I'n going to report at tvo o'clock it's 
not done. 

And I'm going t o tell them t hat I cleared, and I'm 
going to find out nov what's bucking it -- whore 
1t •e held up. 

I wieh you would. 

l' 11 do that. 

I don't want any rove in Cabinet, 1f I can help it. 

Yeah. 

'rhank you. 

Right. Good-bye • 

.. 
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Guy 
Vaughn: 

Operator: 

V: 

H.J.!.Jr: 

V: 

V: 

H. V. .Jr: 

V: 

H. I!.Jr: 

V: 

H. H.Jr: 

V: 

· H. ''.Jr: 

V: 

!!.V..Jr: 

V: 

H . l~ .Jr: 

v. 
H. H.Jr : 

V: 

E.H. Jr: 

Hello. 

This ie Treasury. 

Hello. 

Mr. Vaughn? 

Good morning. 

May 24, 194o 
9:14 a.m. 

Row are you? P~rgenthau t alking. 

Yes, I understood so. 

~. Vaughn, I wondered whet~er you could come down 
TUesday afternoon t o see me here at Washington. 

Tuesday afternoon. 

Yes. 

I ' d be very glad to . 

Say three o ' clock? 

Tuesday afternoon at t hree o ' clock i n your ottioe. 

Do you want to bring with you t he head ot the 
Wright Engine? 

I t hink t hat would be advisable. 

l~1ke -- what 1 a hie nBI:Ie' 

Gordon. 

Hike Gordon. 

That 1 s right. 

Ri ght. Well , then it you and Mr. Gordon -- I could 
remember hi a name was lUke , but I oouldn 1 t remember 
his last name. (Laughs) 

(Laughs) Well, everybody knows him as Mi ke. 

Well , i t you ' ll come down at three o'clock Tuesday, 
I think we'll know better where we are at . 

3 
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V: 

H,M. Jr: 

V: 

H.M.Jr: 

- 2 -

All r1gbt, vell, you oan oount on our be1ng there. 

Thank you eo muoh. 

All r1ght, e1r. 

Good-bye. 

• 
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H.I!.Jr: 

Operator. 

H.M.Jr: 

Lou18 
Johnson: 

H.lo!.Jr: 

J: 

H. M.Jr : 

J: 

H.Y..Jr: 

J: 

!I. :LJr: 

J: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

Hello. 

Mr. Johnson. Go ahead. 

Hello. 

May 24, 194o 
10:2S a.!!!. 

I was calling you to get Young. I got hlm d1reot 
and he 1 s down here. 

Who • s t hat1 This is Henry Morgenthau. 

Louie J ohnson. 

What? 

This is Louis Johnson. 

Yes , Louie. 

I was calling you baok to get Young because I find 
that on that powder thing, it was held up -- not 
anything here, but at the suggestion of the Allied 
Purchasi ng Commission itself, as communicated 
officially from them. 

Now Which is thle, powder or machine guns? 

'l'hat•s powder. 

'l'hey are holding it up? 

It vas held up at their request. Young's here , 
and I•m bringing the people 1n and letting hlm 
get the stor y direct. 

Good. 

So you'll find out there hasn 't been any blocking 
down here or any balking either one . 

And that goes for machine gune , too? 

On the maoh1ne guns, thoee people will be in there 
to talk While Young' s here too. Ve cleared on a 
program Wh1ch postponed our dell nry of machine 
guns f or the one of our planes that vas d1reotly 

• 
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!t.H.Jr: 

J: 

!t.I·!. Jr: 

J: 

S . H.Jr: 

J: 

H . !~ .Jr : 

J: 

- 2 -

assignable t o t ight ing unite nov about tour months. 

I see. 

It•s the tiret thing ve•ve really done, but t hat 
vas on the basis ot a plant expansion that would 
take care ot both ot us . 

Yes . 

Nov Where t he nigger in the woodpile ie -- t hey 
didn' t know here, but they are bringing the people 
in - - we' ll tind out . But it isn't any ot our 
group. We'll get t he real story tor Young While 
he is here. 

Well , it you oan do that , you' ll be doing me a 
s erVice. 

We ' ll ge t t hat t or you , and I th ink you're going 
t o tind that -- no trouble down here. 

Thank you eo much. 

Right , good-bye. 

• 

s 
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Operat or: 

H.M.Jr: 

General 
Brett: 

H. H.Jr: 

B: 

!I . '!.Jr: 

B: 

H. !' . Jr: 

B: 

!I.M.Jr: 

B: 

H.!o!.Jr: 

B: 

!!.M.Jr: 

Go ehead. 

Hello. 

Good morning , sir . 

Hello , General. 

)(a)' 24, 194o 
10 : 30 a.112. 

You can do me a tremendous favo r. I have been 
fighting tor a week tryi ng to get some sort of 
an approved program so that I can give, tor 
instance, Dr. Mead, estimat es on engines. 

Yeah. 

Now the Air Corp, I under stand, has sub:nitted 
one. or couree, it has to go through General Starr, 
up t o you , and so forth and so on. Can you do me 
a t avor by asking t hat t he Air Corp at the War 
Depart ment submit a program which would be a guide 
so that I'd have somet hing t o shoot at? 

I t you'll make it a little bi t plainer-- you've 
got t o give me a little mo re detail. 

\~ell today, Blr, we 1 re wor king under a 5500 plane 
expansion pr ogram. We added to that, in accordance 
wt t h the President's mes sage , a total ot 2200 
trainers and 200 additional heavy bombers . 

Yeah. 

·"'· Now they're t alking about 1, II, 10, any number 'O f 
a irplanes, I don't know. I have no approved pr ogram 
whereby I can sit up and s~ t ha t I need 300 ot a 
certain t ype addi t ional; I need 500 ot another type 
addit ional, combat planes; I need 1,000 or t his t )'pe 
addit ional. Now I also have to have that information 
in order to be able to furnish Dr. Mead with any 
information as to possibl e r equirements on engines 
over a period ot two or three years. 

Well, now, I tell you what I'm going to ask you to 
do -- would you meet me in General Watson ' s offi ce 
at tive minutes or el even' 

Yes, sir. 

General Watson ' s office • .•• •• 

.. 
Regraded Uclassified



• B: 
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H.M.Jr : 

B: 
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B: 

B: 

!{.M.Jr: 

B: 

H.M.Jr: 

B: 

H. !-!.Jr: 

B: 
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Yea, air. 

••••.• tive minutes ot eleven and oould you have 
something on a pieoe ot paper eaoh ot what you 
want me t o get t or you, even it it's in ink, I'll 
t ake it, or penoil. 

Yes, Sir, I ' ll have that ready tor you at tive 
minutes t o eleven and I' 11 be there . · 

You be t here and I ' ll ge t you what you want. 

Yes, sir. 

But, I'll have t o do it t hrough General Watson, 
you see. 

Yes, sir. 

So it you 're there -- t he reason I want you to 
meet me, it saves everybody's time it you'll 
explain it to me in his presence , you see? 

Yes, sir. 

Then he 'll oall up Whoever is necessary and you'll 
be protected, I mean, and that be will • •..• • 

Yes, sir, well, I ' ll be there a t tive minutes to 
eleyen.. 

.Watson will protect you so that you won't get 
·into trouble with any superior. 

o. !C. 

Be there t lve minutes ot eleven. 

Yes , air. 

s 
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Bob 
Hinoltley: 

H.M.Jr: 

H: 

I!.H.Jr: 

H: 

H. JI.Jr: 

P.: 

H.Y..Jr: 

P.: 

P. . ~ .Jr: 

H: 

H.!-!.Jr: 

H: 

H.l~~ .Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

Il l 

Ma:r 24, 194o 
6:39 p.m. 

Bob Hinckley. 

Good evening. 

I have Colonel Gorrell here. He !lew over !rom 
Chicago to see :rou t oday. 

I don't know who he is. 

He's president o! Air Transport Association on 
t hese D. C. 3's t he air l i nes have on order. 

Oh, yes. 

Would :rou rather see h1m tomorrow! 

Bob, I'm absolutely dead drunk on my teet, I mean, 
punch drunk, not dead drunk. 

Well, I can understand that. 

I ' m just --I couldn't do it physically. 

Yeah, all right. Now, I meet in the morning 
I don't know Whether t hat will take all morning 
or not, but I start at 9:30, with Colonel Knox 
and his group to see it I oan get them ironed out 
and • ••••• 

Well , now does this fellow control these things? 

No, he sp eaks tor all the air lines. 

Well, hell: is it :res or not 

(Pause) Well , I can meet with him and find that out. 

Well , that's all he's got to do is you meet With 
him and let him sa:r yes or no and :rou give me a 
ring and that settles it, or send me over a little 
note. 

Yeah. 

I'm not going to plead With him. 

Yeah. 

• 

9 
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Could you ~eet With him and just say - - I mean, 
I •m not going t o give the tellov a eaJ.es t&lk. 

Yeah, all right. 

What? 

All right. I'll meet vith him tonight then. 

What? 

I'll ~eet with him tonight ..•.• • 

I'm just shot -- I a~1t it trankl.y. I just came 
back from the White House -- I've been there since 
started over t here at two and I vas over there t or 
an hour t his morni ng. 

Yeah. 

Hello •..•.•• 

All right, sir. 

•.••.• and i t you would meet with him in the 
morning and just ask him would he say yea or 
no ~nd t hen s end me over a l ittle not e. 

Yeah, all right. 

I -- you' re doing me a great kindness. 

Well , all right, sir. 

Thank you. 

You bet, 
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Follorlna our conYersatlon I attach herewith 

the auea ot a t .. people OD ll'holl .11a Perid.Da, Gordon 

""' Rentaobler, &Del I are agr.ad tH' people wbo aJ&ht be 

very uaetul ln tbe govem~~ent organization at tbil ti.ae, 

I will eaod 1QU additlolllll auea ae they MT ocCIU' to ua. 

Theaa, ot courae, represent a coa'bi.Dg out or a ooDaidar-

a'blT larger llst. 

S1DC8relT TOUU• 

lloDOr&'ble ileDrT llorganU..U, Jr. , 
S.Cret&zT or tbe !rMN%7, 
laah1Dcton, D. c. 

11118.1 
aDOl. 

• 
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John II . Raneock - 57 JMre old. P&rtn.er Leboun Brothers. Ottieer a ad director ot a n>aber ot iaduatrial collp&Diea. 
OoYarnor of New York Stock Exchange. During World 
Wer did quite reaarkable Job a a otticer in ebars• ot ,.....,. purchases. Awarded liayY Cross. A person ot great intelligence and energ. Ie listed as 
Republican but , •• far ae I koow, not connected 
wi tb poll tics. 

?.obert T. St·eveaa - about 45 ;rears old. l!eed of J . P. Steveaa 4t Co., textUea. Director of tbe Federal Reserve Bank or !lew Yori:. Served on oaa of Harry Hopkins• coa­
a1tteea. A good executive, able , energetic, gets 
on well w1tb people. No political comait&enta. 

Robert li. Ranoa - 50 years old. drothar of John IIanes. Prea1dent llacbovia Bank & Ttuat Co . , Wiaaton-Sal•. Praaident ot Allerican Bankers Association. Officer and dl­
reetor or industrial coapan1ea, including cotton 
a1lls, the Southern RaUwa;y, etc. lleaber of North 
Caroliaa legislature 1929-)l- )). llsJor in llorld 
ller. D•ocrat. Very able person wbo eou&nde 
confidence end cooperation and could fill a large sized Job. He completes his t 9no as president ot 
the American Bankers Aeaoci a Uon in Septeaber, but 
we doubt if tba t would etand in the wa7 ot eseentiel service in Washi ngton. 

Curtie E. Calder - 50 7&ars old. Brouaht up in Texas. President American and Foreign Power CorporaUon. Director 
Uational Cit7 Bank or New York, and various other 
companies . A var:r able person with lots of incisive­ness end drhing po10er. No political connecUoaa, 
as far a a I know. 
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TELEGRAM --~-----------------------------

(Send te1e~nm to DAQeo 11sted 
on Attnchod eheet) 

'l'rea!U17 D!parbent, 194o. 

··- - -

l'L:AS:!: Si:i:D BY AI?!!AIL S?');I.AL D"..I.Iv::!IY o:: SA'l'IP.lll.\Y, !'.AT 25, TA3L:!S SR0\111:0 

(1) n~:J!:R 07 Aill'IA::!:S ?0~ Y::IC'?. O!'.D!RS ~ !l!C!:IV'!!D t'IU::G ~HE ?ZRI O:> 

:;.v 1 :'0 IIAY 2 } , I1:CLUSI'n, A:;J) ( 2 ) l:tJl.:ll!:!! 0? AI:>.PLA!;J:S 1i'A'i' liAS AC':'UALLT 

m:Ll'n::ulll :rnUliG :'l,\'1' 1'!310 :>. ~CLUDE 11. S. A!'!I!Y Al:D U. S. ll.I.VT OR!ll:RS C!D 

?!.lAS'!: CLASSIFY O!'.DERS Al:D DELIT.:RIF.S llY TI!J'l FOLLOWiliG FOUR G1!0UPS 0'1 

?\1RCRAS!:RSt (1) U. s, COO!!:llCL,L, ( 2 ) PR!:l1Cit AliD DliTISR GO'n:!lln<El>'TS , 

lliCLlJDINO T!!E 3RI~I Si! DCJ.!IKI0!1S, (}) SOIJ'l'F. Al!!RICA!: ?\1RC!!ASERS , ( I;) OTI!ER 

:"O!!EIC!l ?\1RCFASERS. ALSO CLASSI?Y ORDERS A::D m:LIVERI!S TO ?.A.C!! OF Tl'ES! 

G:>.OOPS OP P'JRC!!AS!!RS ll! TlP3 OF AI?.PL.'JIE I!>CLUDIJrO Ill UC!! CASE TI!E 

I:r.::ci:'ICA'::IOil !=. Ul .\lllliTICl!l, PL!!I.SE !tiD: ?OR :::I.C!! mY O:m:::R All 

:STil!A'I'?.D M!LIVZ:'!T SCEOOL:i: 3T v.o:."'i'!!S , CLASSI?I !D AS UOVE J;(Y.'F. :SY PIJ!ICF.lS!R .L'1D 

3! ':'lPE 0!" AIRPLC:!:. A!llru:SS lUll'I.IZS :'0 G!IORO! C. P.AJ..S, DIR!I:T03 0? 

!!ES::ARCii JJI:) STATISTICS, ':"!'&StillY D:!:!'Al!Tl!r.l'::, VJ.S!lll!IT.'Ol! . 

' 

!lElmT I!ORG::ll'l'llATJ, JR. , 
SEORE'L\RT OJ' Tl'l!: 'l'R?.A.StlllY , 
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TELEGRAM ~---------------------------

(Send telesrsa to name• lioted 
on attached oheet) 

-. _,,_ Contingent ?!:<peon, 

'hv.WJ7 D!]>art.lont, 1940 • ... ___ ·~..,. 

~"'¥ 24, l94o. 

PLEASE S!IID DY ALI1J.IAIL SPZCIAL DJILIVERT Oil SATUR!llT, MlT 25 , 'WlLES SIIOWllfG 

(1) !MCBJ:!l 0!' AIRPL\11! !!/GillES !'OR VFICR ORDDS VDJ! l!ZCIIIVID DtlRJliG '!1!11 

PWOD IUT 1 'rO M.t.T 2J , lllCLUSIVI, AliD (2) lltiMlllll O:r .UBP'L&lll !!IGIJIJ:S 'i'lll! 

VAS .t.Cro.u.LT D:ELI YDZD DURJ!IG TIIAT PJ:!ll OD. D CLUlll U. S • .l.l!!!T Allll U. S. ll.t.TT 

ORDZRS AliD DJILIVEIU!S AS T!!SSE VILL ll!! Oll'UlllZD Dll!EC!!'LT !'IIQ~ 'l'l!OSl! DJ!l'Alt'Dml'l'S. 

PLl'.AS:!: CLASSIFY O!UI!l!S J.lll) Di:LIV:UIIS BY Til! :roLLOWI!IG POUR Cl!!OUPS o:r 
PURCIIASERS: (l) U. S. CO!~RCIAL, (2) ll'lll!l!ICR .U'Il BRITISH GOVEJUJMENTS, IIICLtlDIIIG 

'l'llt llRl 'l'lSH OOIHNIO!IS , (3) SOWH AJ.!ERI OAII PURCHASl!RS , (u) O'l'KI!R roREIGIT 

PURCII.\Sl!RS. ALSO Cl.ASSIJ'Y ORDERS AND D!lLIV!:!UY.S TO EACH OF Tl!!SI GROUPS o:r 

PURCHASERS BY ':'Y:'E OF AIP.PL!!IE E!IGIJrn I!'OLUDI!IG Ill EACH OASJ! Tie m:zm J:rJCATJOIT 

l.1l)CJZR A.'ID !!0.\lSEPOirnR. Ill ADDI'I'IO:l, PLF.AS! lwa! i'Oll !ACH U:::V OIIDER JJI ES'l'IKA'l'IID 

113LIV!:RT SCI!ZilOLE BY V.O!m!S, CI.ASSU'IID AS AD0n BO'!':l BT P~: ..... J!ASD A.'ID BY 

TYPE OF 1:1lGJJn: . ADDUSS !tilPLI!S !0 GEORGE C. HAAS, DJI!IC!OR OF USXA.'ICR J.lll) 

S'U.l'IS'l'ICS , '!'!IEASURY lll:PllTv.Er.'l', WASHillll'1'0ll. 

l!!il!RT IIORtl!lN'l'HAU, JR. 
SICR:&'!ARY Oll' 'l'RI TREASURY, 
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THE SECRETARY OF THE TREASURY 
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"I / 

.. pl•r' 
§t.rict.b Conf14••'·1 

., d.&r llr. Will••• 
ti tb turtller reta:rc>ea to your pereol>lt.l ud cont1dau..J. 

note to ... of llq 22d, wb1cb you haDd.d u y .. terdqa 1 u notlll"Alac 
beremtb the cow of tba telaaraa lli&~~ed BULLlTT, dated •~~q 21, 1940, 
received at 6148 P. ll.• 

Re.ferriag to your question, I u DOt 1Dfol"'led ae to tile 
PreeideDt'a wishes no&anii.D& the - 1D whicb -ttere of tb1e IOJ1. 
llllould be brouallt up for diiiCUBaion. titb nopnl to yaat.eJod&T' s aueatioo 
r opni1Dg tile -.bar &Dd -.-iatiee ot .. terial wb1cb the .U.Ued Pur-­
cbu1Dg llisat- wieb to obtein, be dinoeted u to to.1te that partioul&r 
u t\er up 111 tb 70U• I understood tbl t be IIi abed to bua the op1a1Da ot 
t be Stet. Dopertaent OD the le&al aDd 1Dt.emat.ional 1D'f0l-te 1D Mlocb 
a t.raDaact1011, 

1 uodaretood rr- your co.ents yeate...s..r that the direct llala 
ot these aUDitions by our aovert111ent would be ' oontnory to tba llautrallQ' 
Act and to 1Dtemat1on&l law, aDd that at ~be --t you bad 1D a1ad DO 
aat.hod tor circuavent.ioa tho•• barriers. 

I hope to t.alk o.,... ibeee M tters ld.tb you 1D tba lleltt fft da,ya. 

Fat~ yours, 

Chief ot staff. 

Hoaora bl.e S....ar .. u.a, 

!be IIDdarsecret&ry of State. 

delivered in person by Ma jor Adams Way 25/40 

encl. 

, ' 
'- t 
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THt UNOtR SECRETARY 0~ STAT!: 

WASHINGTON 

Mar 22, 1940 

Per•onal. and 
Striotl7 Oonridential. 

Dear General.: 

As you know, Mr .BUll! tt hae been sending a great 
many telegra~~e in recent daya aall:ing queet1on•,ot the 
President and of the Department and tranemitting re­
quests rrom membara of the P'renoh Government ror mate­
riel including ehipa, munitions, and airplan.ee. 

'l'he telegraa which I enclose, and which I wieh you 
oould be kind enough to return to me when you are done 
with it, ie a oaee 1n point. In the firat paragraph, 
in addition to the question of the 75 millimeter cannon 
wh1oh has been answered today, there il al.eo raiaed the 
question of 97 millimeter cannon and 155 millimeter 
abort rlrle cannon and suppllea of munition• from our 
ar1111 stocks. 

In oaaea ot this kind, in order to avoid a delar 
in replying, I lhould like to know whether the Preei­
dent desiree to take these question• up h1mselt directly 
with the War Department, or whether he desires me to 
take them up with the War Department and then aubal t the 
War Department'• r ecommendat i ons to him t or hie deol•ion. 
Up to nov it had been 1111 thought that the President pre­
ferred to take these matters up himeelt directly. I 
should like, however, to be eure what hi a viahee mar be 
and I ahal.l appreciate it ir you will let me know. 

Believe me 

Yo 

Enclosure: 
No. 800, Mar 21, 11 p.m., 
rrOil Pari•. 

General. George o. Marshall, 
Ohiet of Statf, 

2027 Munition• Building, 
Washington, D. 0 . 

sincerely, 
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'!'HE IIHI'rE HOOSE 

l!ASHINGTON 

llo,y 24, 1940 

IIDIO!WIDUW FOR 

THE SECRETARY OF '!'HE NAVJ 

I understand tlB t practic~ all 
orders under tho l9J9 airplane expension 
prosru have been placed. Tho now 
Coacressional authorization prortdu 
for tho acquisition of """1 new planes. 

Please let·.., lBve the prct:r• 
requirements in aircraf t aild ongl.nao by 
types by Mondo,y next. 

I t 1s of tho utmost importance 
that no contrncts be entered i nto from 
no• on eit her for planes or engines or 
far tho develo!JI"Dt of new types of 
plsneo or engines without coordlnating 
this rl tb the general 11"ogr"'" as a rule. 

For tho tille being , until tho flnal 
ucbinel")' 1s set up, this coordina t1on 
will be cl eared tbr<01gb the Secretary of 
the Treasul")' to ""' as C....ander-in...Cblef. 

Pleas e see that this is carrted 
out in toto. 

F. D. R. 

' 

I ._,, L'- I 

J (vl 
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Mo,.,randum or Ccmrer.once or the President 

held at The White Bou.se at 4:30 p .m. , llo;r 24, 1940. 

Preae~~t: !he Preside~~t 
Secretary MOrgenthau 
William H. lf.cReynolde, AdministratiTe Aasistant to the 

President 

The Secretary presented to the Preeident the attached ... ..,randWD 
from llr. J'oler with respect to the appoilltm.ant ot a •Board on l!obUiu­
tion of Industries Essent ial tor Military Preparedness•. The President 
diecueeed at eome lellgth his own feelings with respect to such e plan 
as compared to hie own proposal to reconatituta the Council of National 
Detenee and to cre<>te an A4Tisory Comission to operate 111 connection 
witb 1t . He stated that he felt unwilling to take the alterne.tiTe or 
a Mobilization Board because or the possible interpretation of the 
implications or imminence ot war mentioned 111 the first part ot the 
atatute. 

He then discussed with the Secretary at length the wording ot 
Sect ion 1 ot the proposed rules and regulations of the Council tor 
National Detenss . The discussion resulted 111 some reTision or the 
wording or the section ond a tsntatin egre...,.nt with respect t o the 
indiTiduale he would ask to bacon~ Members of the AdTieory Commission. 
These namee were -

Ur. Keller ot Chrysler • •• •• ,,, • • • AdTisor on Industrial Production 
Mr. Stet t1n1us ,, ,,,,,, ,, ,,, ,,,,, ,A4T1aor on Industrial Materials 
~- LubtD,,,,,,,, , ,, ,,,,,, , ,, , , ,,Adviaor on Labor SupPlf 
Mr. DeTis • • •• • •• • • •••••• •• ••• • •• ,Adv1aor on Agricultural Problema 
~- Henderson •• ••••• , , ,,,,,, ,,,,,Advlaor on Price S~,abilization 

ur. Boan •• •• •••. ••••••••• •••• •••• AdTiaor on Consumer Protection 
~. Budd •••••• ••••••••• ••• •••• ••• Adv1sor on Transportation 

The President indicated that he would not ask tor turther legia­
l atioD to add <>dd1tionsl ~Ebers to the Council or Net1onsl Detenee. 
Ro stat ed tbst he would not erpect the Council to be Tery act1Te 1n 
an:t ennt end the t the burden or the work would rest on the AdT1S01'J 
Co~aeion. 

Be asked Secretary lolorgentheu to ooneult with Secretary Ropl<ina 
on Saturda,r and directed tbst Secretary llorgenthau, Secretary Bopkille 
and llr. lf.cReynolde co.-.e to the Whits Bouse tor a turtber conterenee 
on this subject with him at two o'clock on SaturdeJ. 

27 

Regraded Uclassified



• 

- 23 , 1940 

TU -t 'bo47 of the nrl.owo a4111A.ietraUn qenoieo or•ted t o 

-trol iAcm.trr duriq the World War was tu Couaoil of •auoJ>al Def .. e . 

Th.ia Cowloll i a oc.poaed of a1J: cabi.Aet S.eretari .. aa follow: War, Jlu7, 

Interior, Au1culture, eo-roe 11nd Labor. It 1e 19" opiltioa tbat .,. .-4-

•nt to tu Aot oreatiq t he Council of Iational Detnae woul.d be required to 

add ad41 tioJ>al repreeentation on the Council. I Wlderetand that thie opi.Aion 

1e aleo ebared b7 the Departmont or Tuatloe, and the Director or tba lloallpt 

baa b .. ilttorwed ot thia 1Aterpretat1on. Therefore, 1t tao. Preeident 

propoeee to add the S.oretarr of the ~, the Di...otor of the Blldpt 

..,4 othera to the Counoll of ••tional Deren .. i t will be aeouaarr to obtaiA 

authorization tram Congreaa. 

The Rational Defell8a Act ot 1916 (39 Stat. 166 at 2141 authoriz.ea the 

28 

Pr .. 1dent, 1A hie 41acret1oa, • to appoint a Board OD Mob111zat1on or Ill4nat riaa 

luent1al tor IIUU&rr Preparedna88, nonpart1ean 11t character, 11nd to take all 

aeceaaarr atepe to proTide tor euoh clerical aeaietanoe aa be ~ 4 ... aeoae­

aarr to orpnize m4 ooor41Aate the work barei.Abetora h aor1be4.• 11h1la thia 

authority 1a CCIIlte.iAed 1D a aaotlon which giTel tbe Praai4ent the right of 

ftliDent domain on r 1Dduatr1al ple.nta in time of we.r or when we.r ie ~ant, 

aeTertbaleea I bel.1ne tbat the -r to appoint tbe Board ~ now be 

uarolaed . Tbie -r i a eontailted in a aaparata ~ph wbich I beUna 

ia 111tlrel7 1ad.epeo4eat of thoea ponre contained in tao. aaotiOD wbioh - be 

uarclaed oa.J.7 1A we.r t1u or wbea war 1a t.oineat. Ia thia ooAaaot1Cil i t ia 

1Dtaraat111g t o nota t hat the power of tba S.oretarr of War to - a oollplate 

11at of all prlTata-o.led planta 11t tba 1111l1ted Stat .. equipped to ... ~ataotUH 
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u. or ~Uca I.e -Uilae4 1ll tbe - eMUca, u4 thle U.O - M 

eare1.eol at urr u-. 'lid• au\bor1t7 -u •- to pn ~ PrN14 ... t tbe 

ea.\1o1v a.otv u a,ppo1ll-t ot ..-ere 1• -•eme4 whloh I.e a.ot attor4e4 

to bill 1ll the .Aot ore&tlD& the OowloU tor •a\loul Det.,.... 'rile a4TUtap 

ot ue1lls \h1e power at thia tillll 1• that the l'Na14ea.t ooul4 aeleot hie oa 

oo.Ut\ee witbout repr4 to .,...,.r or ott1oe ud witbout ~1ll& to Coa.greee tor 

a441tloul. autboriv. 

I llll4eretud that the De~t ot 1ueUoe ecreee with thi.a ooa.olue1..,. 

Bowner, tor reuou ot plbllo relatlou 1t alsht w lllld .. lrahle to -.ploT a 

pi'O'fia1oa. eo oloae4 relete4 to w.r tillll 80'b1l1ut1.., ot 1llduetl')'. Oil the 

other h&Dd, u the Gceral Statt Corpe repreaeuted to ~ 1ll 1916 -

the 1a&1alet10D •• UDder o..,.14erat1oa., the appo1llt-t ot euoh a Boar4 1a 

•a loa.g atop toward prepe.reda.eee. • (s ... ate Doo. •o. 447, 64th Coa.g. , let Seu. 

p. 17) 

(S1BD.e4l s. a. rol.,., 1r. 
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..ma.--..u. _..___ -~:Jf( 

_._ ~v or ..... 2 ot tllo ... ot ........ 29, 

1916 ()9 MQ. 649), ... o...u ot .. tlaal Dot- .... . 

... , ... to tllo appron1 ot tllo hee14at, tllo tou..iac 

n1N u& ftllllaUau tor no -an ot tw wrtt: 

lootS. 1. no ~ a-tmca )II'Orttot tor ill 

eeo\S. 2 ot tllo £nor -..n 29, 1916 ( )9 ~~tot. 649), 

ca hiM ~Wutta.; a Aniaor ca ~nouca; u4 

a Ant- ca eo..- Pl'owots.. lath or •ell un.ore 

t1ol4. 

Sons. 2. no .u.ialotr.Un .Ual-t to tllo 

I'Ha14at ill allll.zp ot tllo ottloo tor.,_ a-01 ~' 

ill tllo II:I!MaUn ortleo or t11o I'Hal4nt la llorebr 4oa1c­

uW u ~ to tM C:O.oll u4 to the MY18ozr c-

lootS. ,. no loorotal7 t o tllo C..oll aholl proy14o 

.UW.lo _. •-au'J )01-ol, nppUoa a4 taaUlUoa 

?-a4tor 

~ 411QJ14W, .,..1a1 atnHro, or otMr ...._..luto llo41oa 

M 'M 0 til 1111F "- tS. to tS. ~ .-r tM JII'O­

..Ut- fit ..u ..... 2 ot till ..... ot ....... 29, 1916; 

_, M ...U JWtwa _. otM!r .. u .. u tM a-au IIIIJ' 
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15111 IMTI'B 0 .. 

JS!Ilii.ISMJM • omc1 roa 1¥1'*'1 IIIMAUI"Ilte•llt 
II - Wd GmCI OP till IWIIJD! ... 
i :WXRJW ~tu. OOU.IIO I1B Atlflfitla 

e _, 1 AM ._. 1a a tbna~ •t;t.-1 -~s.-IIIIITrJJ 

1ft !Mre1'11n, If ~ ot u. -~• -w u • lllr 1M 

c-u-.\ioa _. tM at.a-.w 0114 u ,..__ ot Pv\ I ot -... .... 

OrdaZ' 1o. ~ st ••••t 11 I, 1939, 1t 11 IMnl1!r ol'dez'ld u ~. 

s-\1oa 1. !Mn 1e "tMH •W ia U. &Dftt;lw Otttoe ot tM 

~*ilia lllaU lie ...._. tiM dlnotl.• ot - of tiM A~\lw 

,... .... ~ u. '"-idnt, ~be c~ees,aaw 117 u. ~ 

a.o. 2. !be Ottlos f»r ... J'IUIIJ .....-nt sballa 

(s) Ae.Ut. U. ~ ia U. al.Mrulcs ot iAtftwa\ioa 

witb I'MpiOt t.o - - 1t.ate4 lilr b tbna__, 

- I 'a'"J 

(b) llaiA\aia ,.,_~~e-.... 11M '"-1'*\ ...S 1M Os '1 

ot lot.iaMl Dsf- 0114 its ~I)' C-atia, 0114 Witll 

-b otber ac-1•, pUUo or prbats, u U. ~ 

0114 -.ti.MU.. ot ., •· _. ~u .. 1a -u.. 1M 

tbna~-........ 

(c) Pvton ncb aMi~ dllt;l• u 1M ·PNCdla\ .., 

d1rsn. 

. K 
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tu ~ ~ .t t.a. ~ Mlda1atnun ...,.c!M -w w 

-tnl. 11141Mtll7 duriAI tM Worlt -.r .. t.a. or ol' .t •u-1. w-. 
'l'lWo OOUMU u oa.poH4 .t .s:.: oabs.ut horetarioo u toU-• -.r, ... .,., 

Illterior, Acrioulture, GC-••ro.,.,. aD4 Labor, It u .., opiiU,. tlat u • • 

-t to tM 40t -uaa t.M c-ell .t •u.u !let- woulAl be requlre4 to 

..s4 ..s41ti.al. r.PH••tou .. ca t1aa Oft-on. I 11Montut ~t t.111o ..,. .... 

u aloo ollued b7 t.lle ~ .t Jllo~ aD4 tM Mreotc .t t.a. 111111pt 

lou ben i>ltor.od .t tbia ~u... 'ftluet-, u t1aa rr.u.t 

JIZ'OPOO .. w ..s4 tM ~ .t tbo '"--7. tM D1reotar .t tM llllllpt 

aJ14 ot!Mn t o tile COIIDCU fit Be.ti.-1 Defense it wiU be 11NIIIU7 to Mtoia 

author~t1,. trOll Coucreao. 

1M •ttou.l lletene• .t.ct .t 1916 (39 lltot. 166 at 214) autboriHo the 

Prea~t, ia h1.o diloreUca, •to appoiat a Boerd 011 llobilla&tica .t Illdllot.rieo 

llloential tor 111.UtUT Pre~, BCI!IpU'tU... ia ala&r&cter, aD4 to tob ..U 

-•IU'7 otope to proY14e fetr nch cloric&l uol.ltuoe u be -.:t U. ,. __ 

1U7 to orpnioe aD4 coordiB&to toM work Mr.i.DMtore 4ooor:lbo4, • au. t.b1o 

authcrlt;T 11 ~ ia & aect1011 111b.1ob p .... the Pr.ol.dcat tbo ri&IR .t 

..a-t .s-1D onr iJidlut.rial pluto 1n u- .t -.r or a- -.r u •..tn-t, 

~ I beu... tat the ponr to appoiat the lo&r4 -.:t - be 

aercile4. 'l'lWo powr 11 o..to1Be4 ia a ~~ep~rato p&l'&ll'&pil 1lb1ola I beu... 

11 entirel;r ia4e,peB~S•t .t tbaao ponro o011t&!M4 ia tile 11ot1ca wbiob -.:t be 

curoile4 OGl;f ia -.r tt. or a- -.r 11 •·•-t. Ill t.b1o -otiollit u 

iater.otiq to ... to ~t tbo JIOINII' .t tM 8eoretU'7 .t 'l&r to ..U a ...-pl.eto 

1Ut ot ..U ,pri;•ato ........ pluto ia tM VlliW StoW. ~ to ....t&otan 
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..,.. or -.-!Uca 1a cODt&iDecl .I.D tM - HCUca, a.Dd thla aao ~'be 

.uroiae4 at azq tiM, !Ida author1t7 woul4 •- to p<re tbe Preaid-t tbe 

elut1oit7 .I.Diotar u appo.I.Dto.Dt ot .....,.ro 1a coaoarne4 which 1a not attorc!e4 

to b1a .I.D tile .lot oreatiJI& the CouDoll tor Jat1011&l Dete,.e, !be e4ftatacl 

of uoiJIC thia power at thil tiM 1a tb&~ the PJ'Ioidut coul4 Mleot hio """ 

ooaittee without reprd to 1llllli>er or ottice a.Dd without IOiJIC to 001111'111 tor 

a&UtioG&l autbarit;r. 

I UDderata.Dd that the Depart.unt of Juotioe acre•• with thla cODcluoiOil, 

llon'rer, torr- ot public relatioaa 1t ai#lt 'be UDdeairable to lllplo7 a 

pro't'iaion 10 eloo~ related to -.r tiM 110blliaat1on ot 1Ddultr7, Oil the 

othar baDd, ao the General statt Corpl repreownte4 to 001111'1•• .I.D 1916 'liMa 

the lepolation _. UDder oo,.ideration, tbe ~ppo1ntaent of such a Board 1a 

•a lone step toward prwpo.redneoo, • {SeDate Doc. Jo. 447 • 64th Con&· • lit SeN, 

17) 
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May 24 ' 1940 

or Brett I 8' the 

Pre!lident d i ctated an order to Secy or ll'l\r 

and Seoy ot Navy putting all aircraft 

mo . I sa i d to the President, 

yo\l ne ed is 11. l!inie t er for Air 

th '111 thP OO<-<er s thAt g o 'fith 1 t , 

t ~1thout the ou~l1c knor1!1R 1t.• 

• 

/ 

' 

; 

-

' 
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WAR DIEPARTMKNT 
AIR CORPS 

MATKR:I IIL DIVJeiON 

Washington, D. c., 
llq 24, 1940. 

t.!E!AORA!IDU'J FOR - The Honorable llr. He.ney 1.1orcentbau, 
The Secretary of the Treasury . 

. 
1 . I n order to foreCAst requiromanta in aircraft and ~es, 

propellers and eccucoriea thoro IIIWit bo a progru. Today we have 
tho 5500 Airplane Expansion Prograa on which all orders bave been 

placed. Today we have coaing, as a result ot tM Pri>s1dent 1 s ""'"""ll"• 
CUI authorization for 2400 oddi.tional planes . 

2 . Other tban the above I have nothi"l: to work toward . I ohould 
have a program of requirelllonts in aircratt tv eyp. on wb.ich I would 
bnao my estimates tor money

1
for production, and for deliveries. 

3. Such e program has been submi.t ted to the ':1ar Department . 
It h4o not been approved to IIG' lcnowledge. I suuoat some action bo 
taken lfhicb 1rill give me aa a procuring-officer a prouam in order to 
Mswer your questions . 

4:./1. 
em. H. , 
Brig. eral, Air Corps, 
Chief, Materiel Division. 
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~.a. c., 
..., 24, 1941). 

llllll!WIIJUII POR - The U..Orabla llr. a_,. llorceat.~~a. 
The Secretu7 of tM Trea~UZT. 

1. IA order t.o toreun ~t.e .l.D aUcnn uol -cl"•• 
propellers...! ace .. IIOl'iaa t.b&H ... t. t. a pro-. To4q .. ban 
t.U 5500 .LUplaM bptnd• Pro-"" wb1cll all ordera hen­
plec..S. Toclq .. han ....s..c, u a raiiGlt. of U.. ,....aid• t.'• ••aap, 
u authorlaat.ioll for 2400 add.i.Uonal planaa. 

2. Ot.har t.hUl t.ha abcroa I ban Mt.IU.ni t.o work to.ard. I ebould 
han a procr- of requi..-ct.a .l.D aircraft 'qr t;ne on which I woulcl 
"-•• rq aatiaat.ae for IIODOIT f or production IJicl for dalbariae. 

) . Sw:n a pro- nae - oub&itt..s to u.. War Departa.t.. 
It bae 110t t.c apprcYed t.o rq lmowledco. I .uueat - a cUOG t. 
tal<• which wUl gin • u a procw'J.a& of ticar a pro..-a 11 order \o 
aaewer roar qu.eatioea. 

GID. a. Blm'. 
Bri&. c.-ral, .l.1r Cozl>et 
Chial, la-..al Di'Yi~. 
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WAR DEPMTNDrr 

OFP1CE OF TliE ASSISTAHT IIIECftETARY 

WA8HI NCITOH. o. C. 

lla;y 24, 1940. 

IO!I.IOIIANDUJ.I TO• Secretary tlorsentllo.u, 
Treasury Department. 

SUBJECT: Machine Guns and Powder Requirements far 
the Allies. 

JIACHIJ!E GtniS 

A contract was about to be tlignod by the Anglo-French 
Purcha&i:og Board 'llith the Colt's Patent Pire Arlo& IWlufacturing 
CoC}lGJlY when the COC}lGJlY was aslcod by the War Departl:ent to cloo­
lny signing because additional mebine guns a:ould be needed by 
the flar Department. The contract eontell\plated by the Boord 
would r equire all of the unobligated oapaci ty of the Colt Coll1Jl'lll7 
for caliber . 50 machine guns from December, 1940 through the year 
1941. It also called for a d01l8t1on of approxil>'8te:cy $450,000 
new capital by t he Allies to creo te additional cape.ci ty . 

On or nbout April 5, 1940, the A.rl!f¥ informed the Colt Com­
pony of its probable fUture requiremonts. This as prior to the 
development of our o1m nugmented preparedness pr<>grem, now pend­
ing . Owi:og to the need for in stella tion of larger and more 
nwoeroue 10aeh1ne guns on our 01m eocbet airplanes cc band and oo 
order, tho r equirements of the United States for caliber . 50 guns 
in particular, 'll1ll be vastly increased for the period tron 
Janlll!.r)' to DeCCiiber, 194.1. However, to aeeO<iDOdate the Board, 
t he lu Departoent \Dlder date of l!ay 16, 1940 mde a concession by 
edviel.ng the Colt Cottrany t hat it io willing t o defer deliveries 
on guns intended for our 01m pr<>graiD during the eri tical period 
ear:cy in 1941 pro>"ided tllo.t t l'.e Boo.rd pays for creation of a new 
plant coating approxil>'8te:cy $21 500 1000 . Tbe question here posed 
ie whether there is any moral. obligation on the part of our Govern­
mont to permit the Boer d to sign the contract as original:cy nego­
tiated with the Colt ' s Patent Firo Anne lolnnutncturing Cooupe.ny, and 
a decision must be rendered whether tbe ~ must sacrifice it& 
claim on capacity during the enrly part of 1941 so as to allow all 
of the existing capacity to be usod by the lllles during that 
period. If all of the existiDg capacity is conceded, the A.rl!f¥ will 
then havo to create additional capacity to IDGat the needs of i t s 
own prqrem nth an indetermnate de4)' until such tilDe as the 
additional capacity can be created. 
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TM la"T Depar'-t ..-.tl)- •de a -•lieD to tba lloarcl ot 
capac::itT 1n tba DIIPCDt powder plant at C&n.7' a Point, wbiah inm.,..• 
a nle&M tor ..,. ,_.. equiftlatt to 200,000 poomda a _,th boii.DD1Jw 
1n October, liMO. TM lloarcl now de..U.o thot thia nle&• be aet 
tanard to tba boiimlillg ot .r-, and thot 4001000 poomda a _,th be 
CODoeded tor & period Ot ti .... IICIDtha. It tbia OCDO.IeiCD ie ade 
.troll capac::i ty OCDt:l'aoted tor 'b7 tba J.rrt;r, tbe loocUnc Jli'<'I!J'UI ot tba 

Jrtq uncler curl'Clt and auc_.ted PJ'(lBrue would. be del&;red 2.01' ot tba 

total loading PJ'Cil'UI t ar & pu"iod at ti.,.. 1100the. It tha ar1g1nal 

conceolicm •de 't!T tba .. ..,. is &ll.....S, tt.t the 1.rrt;r Jli'<'I!J'UI would 

be del&J*l lDl' for a period af t.. _,the. 

It tba President directs that COl'lceaeione be M.S., tho. liar 0... 

pa.rtment will gladl7 Mb tbe neceall&X'7 arrang-t.. 

LOUIS JOHIJSON 1 

• Tbe Aeeiotant Secretary or War. 
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~ 'lOa !eontary laolw;«~tbau, 
rz-eur:r Depc.rtcent. 

lacldne GUDa m1d Poader ll<oq~te t or 
t t. uu ••. 

AAC!QllZ eggs 

A ccntract • • about tc be a14!ned by t ho q~'lwlch 
Purcbacillc !loud ':11~ V.. Colt' s Pat.nt fize Ante lllamafacturlJI& 
Coo~ w~ tbe ~ aa aakcld b-.1 U. '"= llepnrt&eat to -. 
lq s 14!ninc bece.uao o.dd1 t.iooal. cnchlne guna would be Doacled by 
tbo 1nr De~t. The CODtrl>ct ccntec.pl.ated by U. lloard 
1ronld ....-u1re all of the unobl4o. ted oepaei ty ot U. Colt CD~~~>U~T 
tor cnllber . 50 mncbit11t JUDI troe Decent ... , l~ tbrouJrb the -rear 
l!Hl. It aJ.tJO a.ll.acl tar a ~t.ion ot approxiate~ uso,ooo 
Dh O&!>itaJ. lr; the ..UUea to ......,te add1t.i<liL:l.l capac:i\7. 

Otl or about A;n-U tl, l~, the J.n1:i 1D1'an.d tbe Colt C:O.,.. 
P<>J1Y at 1 ta probsbla fUture req,.u-,t;a. 1'bia • • ;>rior to t !w 
de.-.J.o.-,t or our _, a.....,ted prep:.redneaa prccr&~~, ncnr pomd­
illc• Owing tc the Deed tetr itllttallat.iClll of ~er u d ......., 
auaeroue 1111ch1ne p a 011 our om ooobat alrplanea GD bud and GD 
order, tbc requir<llllllllte of tho Onited ::'tataa t or oaJ.iber . 50 guna 
iD ;x>rt.ic,;lar, will be 'llll at.lJ' ~HCI tar the pcied fro. 
JBD11U'7 to llcCGC~>er, l9U. 1!041 • ...,., t c aeoc " "-te t t. Boc.rd, 
the V.ar Depa.rtcent UDder elate ot llla.7 U, 19(0 m~ a ccooeni ca by 
a<M.eiJII tbe Colt ~ that 1t 1a willilll to deter dellveriN 
CD ltllD" 1nt.lded tor oar om pniCraJI dur1qj t be cr1 t.ioal peried 
eer~ iD au provided tb:lt the Boa.rd paya tor areeti011 of a ...,. 
plant ooo~ appro:dJ:eta~ 4:., soo,ooo. Tile qut>aUClll 1wre poaed 
1a l!hetber tlwre 1a U3 aora1 obJ.1ca t.iGD .. the part or our a­
..,t to porrlit t.!:e Boord to a1p the -tnct •• orlaiDall;r ....­
t1<>ted llitb u .. Colt' 6 Pa t..lt fire Aru lla.nahctur1ac Cooop&Jl7, ADd 
a dec181011 .st. be 1'81l.del"ed wbtt.Mr tile .lrtiT ... t oacril1ea 1 ta 
c:.lda co COP"eit:v <Wrin£ the ... ~ pan or l9U ""•• tc allow all 
ot the u118UJ1c oapaei t y to be ueed b;- t l,. 1Wea c!urlJII t.1a t 
per1ed. It all or u. uioti.al oo.paci t:v 1c OODce4ecl, t t. A=1 vUl 
t '*> baft to -te o.&11t1ooal. Clal*cit7 to -" the .....sa ot ita 
01111 Jmllraa witb aa ~\endnate del.a7 UDtll a\ICb U.. aa the 
aclditi~ O&P~>eity ClaD be -ted. 

- f; 0 
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== •• ., o.,... '-tq ............ "tilt ..... "' 
_,.._, ta .. M'w\ ,..._ .. ,a\ r. f'• hD\, ...... &a t&sw 
• --- ,_ - ,_ tq'd--\ " 100,000 ...... -u. .. , ... ta Octal , 1NO. !lit...,.- 6N1rtt U..\ UiU ftl•• .. "' ,.... ... ~_,,.., _ .._,-.,ooo,_..,_. .. 
- Is' t• • ,..tt4 et ftw - ... u taau •=• -'• lt _.. ,._ ...,.._. _......_. r.. liJ" t111t _....., t111t lmfl• i*lWI el .. 
..... ... --·- ........ JI"P'IM ..u .. ~ .. ., .. 
\tttl le"'• ,........ tw • period et ftw -•· U tilt ~ -•tlta _.. liJ" tilt •w, b •U wt4, ._ tilt ... ,........ ..U 
be dtl.t7t4 lOIJ tw • period tt te -•· 

u \he hetldtzl' u....w tba\ - ••tS•• ........ llzlr .... 
putte\ dllcta.tJ.,...,. tilt um•• LT ......,_ .. . 

LOOII ~-, 
Tbt .lttit\tft\ .. _ttLT ., ..... 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

ll&y 24, 191,0. 

1.&\0I!ANDtm FOR TilE SCX:RETARr 

ur. Van Duzen of Lockheed Aircralt pboned me th14 altemoon U>at 
Llajor Fleet, President of Consolidated Aircralt, proposes to 
organize a subsidiary air cralt III&I'IU.facturing corporation to be 
known aa the Consolidated Eaatern Aircralt Corporation to build 
a production plant in Texaa and to take over thad asseta , organ­
iza tion and designs of llall .Uu:ainum Aircraft. Corporation. He 
turther stated that Consolidated Aircraft. proposes to contribute 
prown designa and sub-«>ntracte for the mam!acture of pa.rta, 
aase:oblies and co!llplete airplanes as ths new COI!IJ>Ill'G' develope. 

n>e capital required is estimated at $110001 000 for plant, 
$110001000 for l:l&chinery and $11 000 1000 working cspita1, which 
will provide a well equipped plant of approximately 500,000 
square feet so designed as to permit of the rapid exp8ll8ion to 
meet acy emergencies. TO avoid the tizne which they considered 
would be lost by public financing they propose to borrow 
$31000, 000 f rom the R. F. C. for a period of five years to finance 
this project. He stated further that this entire matter haa 
been expl.ained to both the War and Navy Departments. 

ur. Van n.zen also pointed out the necesait;r of prompt action in 
order to awid the dissipation of the l!&ll .Uillllinum Aircraft 
Corporation who will in the near fUture cOI!IPlete axisting Coast 
Guard orders. 

l!r. Van n.zen requested me to paso this Wor.aation on to you and 
stated that any support that the Treasury Department could con­
sistently g1 ve would be very much appreciated. 
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TREASURY DEPARTMENT ~ 

INTD 01'1'tca COMMUNICATION 

•• ,.. IIAI7 u , 1940 

Tile Secret....,. _.-:,,~ 
Mr. Ge.a\ol> ~ 
The tollowiD& UleD4ed plan will be ""'de etreoUn at oace rar­

(a) Tile circulation or 1ntormaUon in regard to auepee>ted 
violations ot the Neutral! ty Laws oollll.ng wt thin tile 
Juri 8dicUon ot tile Treasury Department, ar 1n regard 
to evente or c1rcllll8tances point1D& to the posa1bU1ty 
ot sll:lh violations; and 

(b) For the conduct ot aD)' investJ.aationa ot such rlolatiou 
Which maT be oona1dere4 desirable. 

Intoraation t:rom Cuat<li:IS Sources 

l. Reports ot CuatoiUI otticera in the tield will be tranllllll.tted 
t o the Bureau ot Customs at Waah1ngton. 

2. The Bureau ot OuatCIIIIa will ilanediatsly tronollll.t copies: 

(a) To Coast Cuar4 Baadquartera; and 

(b) To Mr. Frank Rose, Aaaiatant to Aaa1atant Secretary Geeton 

Intor:atioa trca Coast Guard Souroea 

3. Reports ot Coaat Ouard otticera in t be tialcl will be tranaitted 
t o Coaet Cuard Headquarter• at Waah1ngton. 

~. Coast Guard Halldquartera will ilmediately transmit copies to 
JJlo. Rose . 

Transmittal ot Information to Ae•nciea 
Outside tile Treuury i58partl:l8ct 

3. Upon re<>eipt ot a1pit1cant into:naation t:rom Coaat Guard or 
t:uatolla tield otti<>era, aa aboTe prcrlded, and after llr. Roae has­
aclrteacl , Coast Guard Headquarters will 1J1Dediatal7 DOtit7 tile proper 
Naval authorities anc1 tba State OepartEent. Wilen i t 1• DOcesaar.r to 
oonault t he State DepartMnt or aD)' other Depart•nt aa to a oourM ot 
action to be tollowed 1n Neutrality •ttera, thia will be clooe b7 l!r. 
Ceato1> or b7 his 41reouo ... 
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urgent Uatters by Telephone 

6, When 1nto:mat1on or nn urgant chareoter, irulicatiJI& the 
need ror prompt aot1on ia racai ved by any ogancy, i t ohoul.d ba coa­
liiW11cated ilmediat aly by telephone to Ur. Gaaton or l.lr. Roae and a 
......orandlll thereon ahoul.d f ollow through the Wlual ohallnela . 

Transmittal or Inrormation to the S.Cretary 
and Other Interested otricers or the Treasury Dapartaent 

?(a) . Jlr. Roaa will ii!J:>ediately trannit to Jlr. Oaaton, l.lr. 
Harris, Ur. Foley arul Ur. Irey all,1ntoroat1on received tram Coast 
Guard Hondquarters and !roc the Bureau or Cuato~, as above provided, 
and Ur. Caston will be reaponsible tor laying it before the Secretary, 
or, i n the absence or the Secretary, the UDder Secretary. In the avant 
or Ur. Gaston 's absence, Ur. Rose will transmit such tntormation to 
the Secretary or the UDder Secretary in Ur. Oaaton•s stead. 

(b) . Ioportant tntomntion received by Coast Guard Headquarters 
out or otrice hours will be ooc=unicatod to Ur. Gaeton, or, aboul.d J.lr, 
Gaston be inaccessible, to the Secretary direct, 

Otrioe or tha Cenaral Counsel 

a . l.lr. Rose will specially reter to the Ceneral CoW>sel, or 
his designated representative , any report or informat i on Which appeare 
to raise a l egal question , or with respect to Which o legal opinion 
18 doair ed. 

Iovest1gations 

9, It special investigations by Treasury agencies other than 
Coaat Guard and Custom& shoul.d be considered necesesry as t he resul.t 
or tntormation received troa tield otticers , such investigations will 
be handled under the direction or the Coordinator, Treasury Agency 
Services , and no such invest igations will be undortokan by !ield 
ott icers other than otticere ot Customs and Coast Guard except as 
he may direct. Th1a is not 1ntanded to preeludo tollow-up and routine 
invee tigations by field ottioers ot the Coast Cuord and the Customs 
Service , nor the usu~l 1nterchonge or tntormation among the field 
sorv1 cea ot the Treasury Department. 
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NUMBER OF BLAST FURNACES IN THE U. S. 
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TC'L..&GRAPH OP'FICIE 

II 63 Db 

TE CLEVEL~ND OHIO II~Y 24 19 40 949A 

HENRY MORGEN THAU ~R 
SECRET ARY OF TREASURY 

~ ............. -------

ts;o I.':AY 24 A\l II 24 

e t AT YOU R orr1ct 1100Aw woNDAY, IIAY 27THl 

CL AYTON R 8URJ, PRES I DEN T, PRATT AN D WHITNEY, HARTFORD, (!}..,... • 

CH!RLES ~ STILLWELL, PRESIDE NT , WA RNER AN D SWAS EY , CLEVELAND, 

,- HOWARD W DUNBAR, VIOE PRESIDENT, NOR TON CO,, WORC ESTER. 

~NORIIAN D IIACL,OD, PRES IDENT, ABRAS IVE IIACH INE TOOL CO., PROV I DENCE , 

~OHN E LOVE LY, VICE PRESIDENT ~ONEI AN D LAII ION IIACH INE CO . ,~.CJ4-., 
VT, , ,,,NATIONAL MACHI NE TOOL BUILDINQ ~SSN 

/ TELL etiUIA ...... 1 1 18~ ~ ~~ . 

• 
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O:rrlllllU"y llrpnrtmr11t 

136 ro 16 SER 

WUX DETROIT MICH MAY 24 1940 1244P 

YDUNQ 

CARE S ECRETARY HENRY MORGENTHAU JR WASH NOC 

' •,0 

,;:J t.'.AY .; P.' l I 07 

GIVING OUR REPORT MA IL£0 LAST NIQHT 930 SHOULD BE YOUR 

TH IS MORN I~Q. BEST REGARDS . -
K T KELLER CHRYSLER CORP 

1061> 
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Tor 

Jroa: 

Ma,r 24, 1940 

The Secretary 

Nr. Young 

Nr. Purrta hea &41'1aa4 • tbro~ llal.lant,.z>e 
that the Col t eontrN:t 011 t.be baala ot t he $2,500,000 
vill be a1gz~e4 toni&ht or toiiOJTOV. 

DO POll! 

The J.D&lo-llrench Pllrehea1QS Board. vi ll be 
del1ghte4 to get povd.er on the beaia ot 200,000 
pound.a per mo11th, bt«111ll1QS October 1, 1940. Thia 
contract vlll be alglled aa aoon aa poao1ble. 

Pli.U'T & IIBI'l'IIIT 

The letter ot 1ntont1on to Pratt & Wbitne;y waa 
ai&Ded b;y both the Br1t1ah an4 tha PreDCh laat Ye4-
Deaclq an4 returned to the Purchea1a& l!oar4 lut 
n14!1>t a1glle4 b;y Pratt & Yh1t1107. ( '!'he contract on:.at 
ba a1gllecl vithill 30 4a;ya.) 

J.I.LISOJ 

I Ullderatoo4 troa Nr. llallent,.z>e thh attornoo11 
that ;you ha4 told Mr. Punh he could. han tha tin 
.Ul1 aon ea&inea. I lear11ed. t on101t troa :Ball&Dt,.z>e 
that Col0110l Jo.cquill h&4 ph011ed. .UU&OII an4 &eked t.bat 
tho f1To en&1nea be ah1ppo4 1-d.iatel;y. All1eoll 
replied that the Frellllh coul4 hen onl;y 0110 ang1De. 

~· 
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TREASURY DEPA"TMENT 
oJ 

PROCUREMENT DIVISION 

WASHINGTON 

lilT 2S, l9ltll. 

At ll•50 th1a 110rnin& tbe lliniater of llorwq called, 
ba't'i!l« been referred to • bT the State DepU'!Dent, 
eteUng that be .. 1n reoe1pt of a uble tr<a hie 
ba:le Qo..........t aaJdDg that •=Miate 5tepe be taken 
to ascertain llbetl:ler" oz: 110t it would be poedble to 
purchase fr<a the li:rrq approxillatelT 70 pursuit ab1pe 
of an old tn>B• Maoorand.\a per attac:be<l COPT .. foZ'­
wa.rQeci to General. !lreBOIT for acUon. • 

50 
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1M 111.a1.nc or llozwiT ..u.. a\ Udll uw. ''II eDd naw 
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'llh1.tll \be ee1a or ..s ~ ..u ba art..W. 1e z a ~ 
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• M•t.JT 111 ..._.\be\ 1\ ll1tll\ ba 1 • aed •tt or .e\ NfT 
pn 111 a -u \a att..W u.ro.op 'lllddo \beae paiWIIiw zdcb\ 
ba aequ1recl bT Ula ~ Oovw t.. 

n ... .u ta 8pplaeiaW u u..n _,., ta ~ u - .. 
poM1ble NfT W-UoD 'llldob w1ll peni\ or a repq la1ac .... w \be Jenec1an lliiWIWr. ,_ ",_,_,., or uw. 1a 
...,._ or \be ~ boca b1a or a la\w u ....,. a\ b1a ~ 
t1.ftlar racao-~ .. .. • ... \o ba ... r..-1 w••ua tor u-
~ 1a, bude 'tir llll>di\T, • ···~ ..... ..-tl'\ or....,.. 
1\ '11111 \a \ruiM \tad \o ,_ 
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l.lay 25. 1040 

On l.!ay ?.5th , "hen H. :t.Jr . sa,. t hl' President be­
t~een 5: 00 and 6 :00,the Prealdent d i scussed vari ous oeoole 
"'nom he intended to apuolnt. -

52 

The Presi dent sugg ested Raloh Budd for railroads. 
For agr1oul ture, t!1e President ' s BUt;Res t ion was M. L. Wilson 
n.ncl H. l!. Jr . 1 s suggestion vras Cr1este r Davi a. Con sumer , the 
Prooldent s ugcested Hoan who wAs e x-l!ayor or !lil••aukee. 

H . ~: . J r . S\.ICI"e n t ed f or lab or , Lubi n . The Presiden t 
aU"Pested ns ase l stAnt secretxry of labor Phil llurray a nd Dan 
Tobi n. 

On prices , H. :!.Jr . sugo·e n ted Leon Hende r son. H. !! . J r . 
al·~ ~u ··~ated K~ller and Stettinlus . The President BUbVeated 
HillcsQ ,~lc Forrestal a nd Ad~r~l Leahey tor adoini 3tra tive 
:.. ., l.J tl"nts . 
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Knudsen and Stettinius 
Head Defense Commission 

l'l'es iOehE Roosevelt l o day TraruportMion-Rtll'Ph Buckl. chair· 
named a S-e\'en-man national de- mQJl ol the Cblcqo, Bu:rUn&ton anc1 
f ~m • • Jfe a 1 • Qulney Ralln>od. 
cnae .. ~ mlSSlOD. ppo n..,. Raw matet\tJI and prke stablUuUon 

eel Wilham S. KnuJsen of C(m• - Lton Jlcnd!YIOn. membtr or the ae­
era1 :Motors and Edward R. curiUu and exe.ba.op com.rnlsa:lon. 
Stettinius Jr. of U. S. SIA>el to A<lvl.tor oo _,...., p.-ot«<ion­
.supe.rvi.se industrial production Jtarr~\. muou.. det.n of women at lhe 

d te
-!., Unl.-enl\1 of North CVoUn.a and tx· 

an ma na•.. prrt oo prtoe Lrm4ll Jn OOI'liWDtf" m.u-
'lbe board. c:reated under the (lid ltlt tdl. 

NatiOosl Dtlmae Ad.. WID meet Th~ 
da)' to btlin WOf't wub Mr. Roole• 
m&. tta l«hDkal IWDe wm be w 
Addlor:J t)wnmiaiM to lhot Counld ol 
H.ucm..l Dd'caae. 
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I _, .. .,... le\MI' et tile 9\a lff.\11 ,_ -'- .. tile ,.-opud 
taw -ncaa lallk. 1\ ... ,... er ,.. '- taa. t11e ......w.. •t 
wUU, a\- a.u.. loa JOU an pn-~ _., \be .... s--et 
t.M a..u. Morteaa _.,._ tor U.e d1al• er tile -•U• ... 
4'1l1\e --.s., • .,. 1\ laollll - u lt a -ru clolw1oe tar ln.­
A8er 1 .. o oeeperatlea ~ ...tw.. 

I ...... •1lll ,.. \bat ~ ... •W l"eqUn -~ I 1 at, 
f rA \loa .,.,., alar\ o..S \loot 1\ .,- ...... \e tMI. 1\e -.. a1eelT 1e\e 
t.tw f1aJ.d• .-. 1\- 1oe _, -1'&1.. "'-~u .... at u.. ao1• 
loa'- a cut.nll ba.lul' 1lult..,. aa l.der , .... u'IAl .._,..,. 
tile .sa.., ar -'lal ...,.ut\ea tar .U\lal r.a.UlooU.., ..._ 
_,.~ la \loa ~'1• pnuu ..,. llaft -.. ~ CIMaW lieU. 
'bf the l.aU. ......,.lcaa rep,_,\eU•• and lit'_.- :»MMile -., 
• • .,. oo..,l .... U..t \!M la....,...,.,._w ........- la • for .,.,.,_ 
obla - of 1'..-'-S• \loa dellireol o1>JMtl,..., 

Tber. ap;~Mn t4l llle ,_raJ, ..,....n\ U..\ t.M la~1oaa 
k all l.a 11•1ped u OHpl..,_\ ,..,~ \loan to Toplaea ulat1• loe.S.~ 
he l uU\11\s-&, 1\ •• cS....s daa1ra ble \e a\a\e \lie ~· la 
broad ,_ l n ol'4er to P"'"'""- u.. Ja.S. •lU. ....,..,." tlalbUlv \e 
o4J•t 1\a Mt1YlV to \loa clltt- \ c ... 1U.• .... 41traraa\ 4ep­
o• •taa .. lal 4 .... u.,..et 1a u.. 21 _..,.._ lllftbad. .... ... , ...., 

pro..1al - u \loa ro- f lfU. •JorUr ~'• \llle "'" .­
!.bat eea llle _'Ollr .. aader \loa YoU• 171\ea, a111l the c:oeclL oa opt,.._ 
\1oM la 0 _ __.,. wMa \1>&\ ...,.-..,. .JcM u..l¥ MJMU.., ~ 
-"e n ~lllle \e l1'1l1\ \llle ut!Yl\101 or u.. .. .., \e u.. ._,,... 
epb&J'e. ,_ - ple· Arll&le 5, a.e\s- 1 ('7) , - \alu • INI.\allle 
.. , .. ...,. ~' ..... lNil .....-uu ... 

' 

•ta .... "" ..,., "'\lot ,.,....1. ;Nil,. .... \loa ..... 
eM.U loeft -Ule .- t o • • • ~ ._...s, ua., 
aod _.._ .. pH1\e ..,. u-\e rr.. e\Mre1 llo&l*S,. 
pu\le!jlo&U,. , __... ..,. ru-1. .,._._, -Val 
loelllul, ,elUlM-1 nbllrtal- a..S •'I-t a \Mr..t, 
woleM \ba per\lelpa\U, ........ -&\ --. • U.al, 
o'bS.OU.. • • •,• 
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8rcr•tary of State 

Washington 

869, Kay 24, 6 p.m. 

FOR THE TRr&SURY. 

OIIAT 

h.ru 

Dated Kar 34 , 1940 

Rcc'd 3131 p . m. 

1n an arro: .E publieho:d in today 1 e JOURB.U. OJ'J'ICIEL 

the l: ~. n1atcr of FinancE duignatcd thE lmaY.a and bank­

ing houses with which French owned American and Canadian 

securities arc to be deposited or to whioh the American 

or Canadi~ ~Ollar exchange hrld abroAd by French 

nationals and Fnnch •moral pcreons• is to be traM­

ferred (pleaSE ace my tclcgrsm Uo, 796, Kay 21, 7 p.m.): 

ThE list covers all of princip!\1 banking o:etabliehKnts 1 

houace in France and French poesreeione and inoludcR 

the French branchu of Morgan 1\Dd Comp8Jly, Guaranty 

Trust, Jlational City Bank, Chaac and the Amo:rican 

Exprree Company. 

(END SECTION O!lE) 

BULLIT'f 

• 
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Secretary o~ State, 

'lncl-..l. •"~Cton·. 

GaAY 

PARIS 

Dated iJay 24, lS40 

Rcc ' d 2 : 48 p . m. 

859 1 :lay 241 6 P oC o ( SECTI011 'l' 10) 

A second arrete introduces o e:.•tain nod1f1cations 

!n the d eer££ of Eay 20 regardin:; vast sur':'encir- or d e­

posit o'l Ar~er i.can and Canadian banl: notes (;;>lear, c s:.: 

above l'tf cr:nc c) . French or forei gn rcsido1ts r.f F'r::.ilCE 

nc~c\ not t urn such notes over to the Foreign Exchange 

Offic e or deposit then in a dollar account if t il t amount 

held by then is less than the equiva lent of 2000 francs . 

As fro:. June 16 any resident or France who i'l returning 

hom abro3d :JUst surrendEr all the kner1can or Canadian bank 

notes carried by him to the Foreign Exohangc Office, The 

arrete ~so names the barucs authorized to ~urchasc dollars 

in behalf of the ~oreign Exchanle Off i ce and to carry 

doll a"t' accounts for thci.r cli.ente • The list is s omn•!Ut 

smaller than that ment ioned above but includes all the 

bronohcs in Franc c of Am crionn bonks ane. t h e American 

Express Company. 

BULLITT 

CSB 
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Stcrttary of Statt , 

Washington . 

GRAY 

Pari a 

Dattd Kay 24, 1940 

Rlc 'd 2 :49 p .m. 

869 , ~y 24, 6 p.m. (SECTION THREE) 

In a noticE publishEd today tht ForEign ExchangE 

Ottict calls thE attEntion or ita intErmEdiariEs to 

tht teet that rEtugtts from BElgium, LuxtmLourg and 

Tht litthtrlsnds art considtrtd ca ruidEnta ot ?raneE 

insofar as tht E xch:l.ngt control officials art conct.<'ntd . 

Accordingly tht Frt nch bank accounts htld by such 

individuals may no l ongEr bt considtrtd ua •rortign 

accounts in francs" and thus thE f r ancs containEd i n 

thtm cannot bE frt tl y sold on forEign markets . 

A dEcrEE adds various industrial chtmicals in 

factories and butttr and eggs in cold storagE warEhousts 

to t ht list or commoditiEs which may bt insurtd against 

risks or war. 

LittlE activity took plact on tht BoursE today. 

Rtntta with tht Exctption of thE txchangt guarantEE issuEs 

WErt gtntrally firm . Fre nch stocks dtollntd fractionally. 

IntErnationals 
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IntErna tionals wEr E lowEr Su(a l osing 750 franca . 

(End or m£88og£ ) 

BULLlTT 

CSB 

so 
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TREASURY DEPARTMENT 6l 
INTER-oFFICE COMMUNICA110N 

,110 .. CONFIDENTIAL 
!M toreica •J:IIOIIaace .nat '"'" tuot '~· Swruac. atwr IIA'ftlloiac 

froa .. opoaiac raw ot J.lg to }.22 at aooa, oa014 4Dr1ac the at\oraooa 
11ot1oa to ololl a\ J,lg, 

llaloo ot ..,., o\orliac b7 \he oh: NparUac 'MIIr1l \o\ale4 1.1169,000, 
froa u.o followiac _._., 

17 oe~lal ooaeen..e •••••••••• •. • .• .•••...• . •...... • ...• . ... It l.lr.l'.<><o:> 
17 to~LCD ~ ( larope ..a Yar .... ) •• . ••• •• • ••••..•••••• • 

tow .•••....... 

l'l&rollaMo ot ..,., o\orliac b7 \heoo llealto aliA b7 \be J.Ural Bill"" hU 
ot ,.., Torll: -\M to 11125,000, •• 11141oa\o4 bllowr 

IT oo ... roial ooaoera••••••• ••••• •··· · ···· ·· ···· ······· ··••••• ~ 135,000 
!)' foreip baall:e ( Jar .. ,. So ......... ~ .. roar ... , .... I. 2110,000 
17 \ho Jlloral .... ". hU ot ... Torll: (tor .. lcl•) ....... . 

total ••.•.....• 

!M followtac reporUac bUIII:e aat4 oo\toa 'billo \o\altac IIIJ ,OOO to tba 
:SriUoh Coatrol oa \he baolo of \ho ofttoial ra\1 ot 11.~1/21 

Deft~\ 1.a \ho ouaer laportaat oarroaoioo "" ao follower 

!he -·• of \he :rr-b fraao rato '"'" o1.a11ar to that ot ewrUac, 
al\llncll ... ,...,, relaUoubip biW.oa \be Wet oarreac111 wao •t.W..t 
here. !he f"""' ., .... wp h'oa ,Ol.I()..J/ 11 at \ho opoaiac te ,01S3-1/II at 
aooa, thea re\Gnll te .~1/2 at \he o1a11. !M ti.aal oro ... raw wao 
176.7J fi'UIOo per p<IUIIl. 

!M lwtu true -- •\11147 all -· n olo014 ., .221!2. 

!M eu.u .. Iollar lla4 a o\11147 \eM .,_. ot U.. 4<117• wt Jut -..fore 
\he o1a11 u wa~~:o..t .. •• ..u .. ut.1• !he t1.aal tt_, ot 
~l/1(//, ....Uot \he rMOr4 lew oeta)Uohot tor \!Ia\ oarroaq • t• 4a7e .... 
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tile I\allaa Ura olo..._ at u attarM raw fll .05(15. a hu ..-!.-..4 
•Mhnpt at w. ftpH a- llep-bft' 25. 1939· 

ftoe leioheMJ'k olo..._ a\ .l!ooo. 

62 

ftoe 711&11 l.a Sbenpai wu •Mhnp4 ia Wl'llll of a\arli&« at "-1/U.. .&piaa\ 
the 4ollu, U 80ftd off 1/1{¥ w ')-1/21• 

ftoe Ollbu peao, wllioh be H-.iaed ·~ a\ a 4ho811a\ of 10-l(rlf. .s­
Mq 10 , to4q iJI>J'Oftd to 9-15/ 161' dhooaat. ftoe X.:rloaa peao he.a raaiaell ,.._ 
ohe.apt at .1672 al.aoa J~ 3· · 

We pvoha .. 4 $512,000 1a &e1d fro• Uot ·~ ..,...,.., of the llaiioaal 
lluk of lla~-

!M :r..t.rel lleaane llaBit of ... York rapo..- \he follOifia« ahipanta at 
10141 

$ 1,6oo,ooo fro• 9pa1•, ahippell '117 \l>a 8pa.aiall IuUnw of :roreip •2Dbuce· 
x.&H4, f or ita owa IICCO'GJI\ to the llaUoaal Ci\7 llaBit, ... Toft:, 

192,000 fro• •11«1&114 , ahippell '117 S...1 Moa\ap A Co. , LolllloB, to Uot 
,....,....,.,.,....,.,.,...,:.Ini&« !nat CoJ11111111;1, lrw Torte. 
¥ 1,1§2,006 !ow 

'l'be two ahl:p•ah lhw4 abo.,. will be ao14 to the 11, s. Aaaa:r Ottioa a\ ... Torlc. 

!he S\aw De:pertaeat forwardell to v.a a oal>la a\&Un« \he.\ \ba llaUoaal lluk 
of l'Gcoelarta, llal.cz'ada, waa Mki&« a ahipMBt of &el4 ooia ?aluM. at .U,SSJ,OOO 
ud a alli:pMBt of aeld bua 'l'&l'IIN. d .2.119 ,000 t o t he :re&erel lla .. r-.. li&Bk of 
llew Tori<. !be 4hpotl Uoa of the .. allipMata h v.alraowll at the praa.,., u ... 

!be q110\&Uoa for ae14 raoei'nd f ro a lollba:r wee $37 •37. !hh h 5C¥ abo-.. 
,ea\al'4a:r1 • :price. 

ftoe llollba:r 11:p0t ail-..r q110\&U oa vorkell 011\ to Uot eqlli.U.Jl\ of 116.361, 
1lp 1/ S,. 

Ia Lolllloa , the J!!iC .. f1Dd f or 11:p0\ 111111 f orward 8i1•er bo\b a4Yaao.a 5/ 84 
to 2Z-7/161. ..,_ ~1/114 raapaoU.,.l ;r. !be raporl raoai.,.._ fro• Lolllloa •'-- the.\ 
the •o1..,. of lloal•u haaaao- 1a ailftr waa "1'7 -n. !oda;r1a ill>--' 
1a the prioaa waa aUrilnl- to local 10peO'IIlaU.,. ll'll:rliiC· !ha u. s. eqlliftln\a, 
oalO'IIla- at \lla ope• aarlot\ ra\a for a\erlS..., vera 32.111 ud 31·6'¥• Oa \he 
baaia of \he offioial ater1.......,1lar raw, \be .,.,, price waa eqlli.U.at to llo.791· 

Jlaa4:r ud llanaa rai..._ 1 ta .. ulaant price fer faraip ail'rar \o 3')-1/llo 
toaq. !ha !raanr:r'• p'III'Chua prtoa for foraica ail-..r wu -hll&"4 at 351· 

!haN"" ao p'III'Chuaa of a 1nr _.. '117 u w4q. 
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TREASURY DEPARTMENT 

........ Ill'. a.ou-

Ill'. lteu .t ~ JIILU'• ofttoo Ju\ ,.._ • a\ 211!5 till• .,,_ 
to ln .. lrMtr U.\ a ..ut..,.. 11&4 'bMa reeein4 hea •+uel• ftllU,. a\ 
:JoM. TWf'•c •• tou. ... 

11 • lilt...._ Ula\ U,U hito .t --.1 It&Uaa noule l.a­
ol'll41ac llopta1a •4 ..,. po..,._.. tor --.1 _,. wltll laU•U• 
Uaa\ tvu..r pootp- •h _, " apoo\M.. • 
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... TLY CONFIDENTIAL ~ T RIc TREASURY DEPARTMENT 64 
INTER..OFF1CE COMMUNICATION 

04TK ~ 24, 19~ 

TO Sooretar,r Morgontban 

,~oM Mr. Cochran 

Mr. Pinoent telephoned me at the Trea.urr laot night at 7 o'clock that 
hio Ebbaooy had received a cablegram to otand by to receive a moooago tor 
dol i vory to tho Secrotar.y of the Treatur,r forthwith . I told Pinoent to cot 
in t ov.ch vi th me whenner it might coae in . 

At tho aiwtoa Wltil 12 laot nlcl>t Mr. Plnaont telephoned oo that tbo 
11101aagt had Juat arrived and ""' boing cl.ocodod. Ro oaid thet tho throo =a1n 
pOinte oo..,d to be: 

(l) t hat all e:xporto froa tho Bri tlt h area, and p0oaibl7 
fr~ the entire otorli~ area, will hereafter han 
t o be paid r o.r in dollar11 

(2) t hat that oalo of aocuritiol by non-roaidenta will be 
prohi bited; 

(3) that pormiaeion to tranafor interest and dividendo 
out of England at tho official rate will be peroittod. 

At 9 :10 tbil mornilll!. Mr. Pineent telephoned tr001 hio houthat thio 
01eocat;o vao being tn>ed up and 1o of conaiderablo length. He would like to 
bri ng it to tho Troaaur,v tbic 010rnlng and preeont it p eroonally t o tho 
Secretary. I told hill that I would lot him know at 10 o' clock wether tho 
s~cretary could roceln hi,, I atreued the f..:t that tho Secretary wao e:r.­
troaely bua7 on Cabinet day. 

I really ooo no nud tor tho Secretary to receive l'.r. Plnoont peroonally. 
l1he ceaoaco it i:sport ant, but it h nothing that we would deaire to coamont 
upon i..,.diotol7. If' tho tenoo are ao ..,.,...riled abou , it will moan that 
f r ee tterllng will be avnil&blo tor tow purpottt, Md will probably doclino 
fUrther. On tho other hand, If o:xporto &re not permitted In tree oterling, 
t hio COilcoo no danger to our market. It really ollmlnat eo any conceivable 
dangor or dw=p1ns. Pinoont o:~plainod that t ho tocond meaouro wao obYloual)' 
t emporary, Thoro ~ be tome complalnto trom .lmorl~t holding oecuritleo in 
England booauae they cannot sell them, but tho third provblon permita them t o 
obtain intcreat and dlvidende a t tho official rate , to t h8T do not autfer ao 
rnr llt their 1nco~to 1a concerned. Obvloualy, tho Brithh are ondanorin& to 
provoot a fllcl>t ot capital from England and a dumping of oocuritlea aa invaaion 
tbreatene. 
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Stcrctnry of Stnt c , 

Wnshington. 

3S, l:i::ty 241 5 P •"' • 

GRAY 

111lan 

Dnttd Mny 241 1940 

Rcc 1d 1 :43 p .m. 

Rtfcrrin:, to Department ' s ttlcgran of May 221 5 p .m., 

index tor Uay 4 1 251 . 67; Hay 11 245. 87; liay 18 226.27; 

May 20 227 . 70; !:"y 21 221 . 43. Today t s i.ncl.cx 216. '70. 

Vol\ll!lt 1001800. 

RenEwEd sElling pressure l':tal.ccncd prices throughout 

a c tivE sEssio11 p robably duE nn·vounncss ov er !JCl1t1cnl 

s1tuc.t1on. 

SHOLES 

l;!'lli 

65 . 
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TH£ UN O£R Sr:CR!:TAR'VO~ THE: TREASURY 

WAeH I NOTON 

...,.,1IDUII !0 !D DC!Ip!!a 

J)r, hh ., ........ ~n.at 

oall.e4 \Odq .. eq .... , -- 11M .. ~ 

..ronao. 1a U.. eftlo. et t.M ... ,..'-'7 et 

8\aw oa U.. c-eUoa <I tftealac c.1aeo. 

"'-u la Wo _,,., • M4 \Ma ntaeo\e4 

\0 a4Tloo • \ba\ U •• \Joe •-•17'• eplalea 

\ba\ ao\IUIIC eboalt be dOu \o treou \loeM 

k'no.o at tlllo \t., • ealt 1M oaw 110 ftUft 

- t..rtllor u-. ••••• elw&lt .. , .... oarrlot .... 

n\ \Mt u acUoa elao'alt he t.akoa at Wo u... 

•cn\al7 lall .. tot • \0 oo..., tlllo 

lato-Uoa to ~· 

\ 
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Scorctcry of St~tt , 

rlach1fl3ton. 

1357, uc.y 24. 

PLAIW 

London 

DatEd H~y 241 1940 

Rr:~ 1::51 p.m. 

FOR Ttl£.\SU;tY F]()U BU'l'~.t/OJn'i: , 

67 

1 . Ur. Crc.vtn- Ell1o , mmber of P:u-11=cnt end cb:li= 

of the oo-ccl~:~ ~ontta~J Camoitt££ or Pcrli~tnt, hco 

cup )litci the Eobc.::::y r;ith c. CO:\'Y of the follo11ing 

ttlt()l':'.C ht i :~ ::endinG to Senator 1unC.ccn. 

"It ic ar:.t ifyin(l to oct :u:urio~. btcomin3 conccioua 

of her obliz~.tion to thE ccuac nor~ being otrrnuouoly 

oonttottd by thE ;ulito . •\mtrioc. o~.n e;ivt imntdiatc 

help in the fiaht fo~ liberty ~ci freedom by nettlinG 

tht :.lli~o purchooto by loono . 'l'ht prcocnt method of 

pcy.:1mt muot undt m:int the cconocio otructurt of 

.'.ocrioc•o bcot cu::tootr to hEr ultimate dioodvantogc . " 

2 . ThE crucial i=tdi~.cy of the moment referred to 

i .n m7 1304, lic.:r 21 , :3 \h C . , continue c to ovc r:;Mdor: cll 

r.1onctcu"T ".nc; finc.nci al qucctiono. However ch~.nGEO in 

theot fi tltlc thE pc.ot t wo we Eke ~.rc worth tlmt1on1n(lo 

.u tho~ the n cr1 c.ll1£d tlonctnry aroup h."\o not ytt 

bun rtaulcl'iztd b~· conclut'ltcl aarto~cntc, their forci(ln 

exchangE 
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- 2- lll357 • liay 24, ~rom !.ondon. 

o:c~E ;_)roblEm is il!mtc11c ttly sommbAt tcatd. or 

Ev•n greater ~portanoE thAn ~~E Allie~ purchAsEs or 
raw mo.ttrials 111 the Dutch o.ro Bel gian DDpi rts and thE 

prEvious high cost of Norwtgi:m, Dnnish, Dlltch o.n:1 

otlgi:-.n ab1ppin3 nol7 undtr Allitd control, uill bE thE 

&ollar~ ~ othEr foreign txchangt ta.rntd by thEsE 

nssEto , whilE ;)utch, Brlgian Damsh o.nd NorwEgian 

68 

&ol~ =~ other forti~n asoEts not l•tt bEhind 1n Gtrmo.n 

ocCL?i E' ttrritory ma.ttri:llly 1ncrta.at t~t o.lrco.dy 

subst:mti:ll r.lliEd rEoourc: o. ·~ith all tht world ' a 

colonial posotsoions L~ctpt thosE of Ito.ly and Portugo.l , 

a.nCl •tith pra.cticnlly o.ll thE world ' s 4l trch:mt shipping, 

EXCEpt thAt Of thE UnitEd Stc.tto, Jc.po.n and It:lly1 now 

17itb1n t ht AlliEd orbit, tht potEntial Allied rEoourots 

arc such a s to rcndtr t heir staying power and thtir 

barga inins poi'!Er of inlnEnoE si gnitico.noc . 9ut thio 

do~ina.nct of potEntial otrtngth crith all its implications 

to thE UnitEd Statts sto:u1 for thE tim£ being of hardly 

mor e than acc.ciEmic intu•ut in thE f a ct of tht ovcr­

whtlminG].y morE difficult and vital n11l i tary and supply 

problEms of tht momEnt . 

3 . ReplyinG to a. quEotion L~ Pa.rliamcnt. suggEsting 

~t th£ off ici:ll rc.tt or occb:mgE nhich bt'.o prtva.iltd 

sinot 
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-3- {}1357, !lay 24, fran r.ondon. 

sine£ tht outbrEak of the war ohould no longer 'bE 

mo.intoinEd, thE Ch.o.notllor of the ExchequEr stated tho.t 

hE ia II COilVinc Ed the. t it would 'bE mo 0 t undEoiro.'bl E in thE 

no.t1ono.l intErtoto to odopt th1 0 ouagcotion" . 

4 , A nEtl inotruct1on to 'b!Ulko io dcoignEd to prevent 

a pr o.c t ic£ t~hEl' E'by 'both a On1ttd Kin8dan 'buyEr of 

blpor tEd 6QOdo, nnd c. sterling c. r cc. 'buyEr to nhom hE !IIO.Y 

ou'bocquEntly o~ll thE gooC.:; 1 could obtain dollar a fran 

tht~l' rEopEctiv£ controlo , In futurE wh~rc 3oodo imported 

into the otErl 1ng ~rEa for p o.ymtnt in foreign currEncy 

a r t r t - ool d wi thin thE otErlin(l o. rco. , the contro.ct mo.y 'bE 

EXpreooEd i n f orcisn currency , 'but po.ymcnt muot 'bE mad£ 

:l.n otcrling converted o.t the oppropri o.tc London rotc of 

txch.o.ngt , \"lhtrt ocport o oubjtc t to rt(lo 5b (ott my 594 of 

l!o.rch 9
1 

noon) art aold t11 thin t he otcrl1nl3 area., 

octtlcmtnto muot not bE i n currency and dto.lo art oub3tot 

t o o.n uru!ErtckinG to fulfill thE rtqu1rtmEnt:l of thE 

r egula t i on. No o.pplic~.tiono f or for£131'1 c.chang£ on 

b tbo.lf of ottrling area r toidrnto 1n favor of othEr 

rcoi d mto \'till bt (lro.nttd, by thE Sank of England savE in 

cxoc9tionc~ circuootancco . 

KENNEDY 

CSB 

• 
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StorEtary or St~tt 

Wosh1ngton 

4521 May 24, 5 PM. 

PROM COIM!ERCIAL ATTACHE . 

PLAIN 

Shongll41 vi.n NR 

batEd kny 24• 1940 

REO f cl 6 clO pm 

tfOT "l"' h llldti*:!'M.LNAI'~ Wl.ll!;WU 
,..,... , \ . n •r ~ 

Wukly Financi Oil . Shangh'l i oprn m~rk£ t forEign 

ExchangE r~tEs EasEd l~st few d~ys from h i gh rE 'lChEd 

Way twrntirth duE rEportEd conti nutd purch~sts by Anglo 

ChinEsE St~bilization Comm i ttE£ a nd some unrasintss 

rtg~rd1ng stn tus Sh~ngh~i in c~aE of furthEr ExtEnsion of 

EuropEan war , but m~kE t htalth1tr duE absencE of Ei t hEr 

l a rgE ovErbought or ovErsold pos1t1ons ~t prEsEnt ~nd sElling 

is ma i n ly by ho~rdErs for profi t taking. IntEr -bank 

selling spot this morning around five on£ holt nnd four 

one ei ghth h~ving high during wEtk of f ivt sevtn t i ght& 

:md four ont quartEr and a low of five f i ve sixtEenths 

and tbrrt flttEEn s ixtEEnths, ~ dtlivEry samE as spot 

having ~ high of f ivE thrEE quarters a nd four s Even 

thitty s Econds and c low of five thrtt s ixteEnths ~nd tbrtt 

twtnty ninE thirty sEconds, Junt dtlivtry around fivE 

one quar ttr o.nd thrEE f iftEEn sixtEEn ths having a high 

of f ivt one h".lf a nd four one sixtunth and a low of 

four tittun sixttmths and thrtt nvm Eighths. 

Cbtn r a r t1nane1a1 circlts btlievt tha t control h~ so 

f ar r r ceuped nrar~y two million pounds atrrli ng since 
uttnsion 

. 70 
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6 t l0 PD from Shnngbol 71 
extmalon w:~r in Europe, Other quotetlona thla morning 

gold b'lra :yu:1n tlvt stvm tight nauS1t h:lvlng a hlgb 

during wuk ot yuan six one hundrrd nnd o low ot yucn tlve 

two three neugbt, Wei· ~~ cash discount rete cround twelve 

ptrccnt, Bank Japen notes turthtr wtcktncd ytn one tor Chi nese 

yuon ODE point naught tig~t , military scrip ym ODE for 

Chi nts£ yuon ODE point two five , Hua Raing yuan onE;. for 

Chinn£ yuen ODE point fifty, custone gold unit for 

Chin tat y\L".D twc poi nt SEVED naugbt a tv.:n or United Stntce 

dollar n:..ugbt point t1 vt two ODE dgbt SEVED tlvt , 

Tientsin exchange r a tes to~ seven eighths ~d three 

twent y one thirty stconds, Tientsin Smnghod remittance 

ch~ rgt ont two point tivt ~rcmt, Tientsin FEdEral 

Rtotrvr banknotcs a t par with Chinese yuan. Ycsttrd~ 1 s 

closing quota tions: Chinese domestic l~4ns average 

fivE one point fivE onE, Shltnghai gmcr a l stocks slumptd 

during week duE war developments unf:~vor:~blt to allied 

powers avtrngr two four sEven poi nt nint Eight 

representing decline morE then twenty prrcmt from one 
also 

week ag9, Sh:lnghai rubber sheru / slumpEd during -r;£Ek 

:..vcragc one scvm two point a lx two rcprtsmtl.ng declinE 

over forty two ptrcmt from one week ngo. Cnnton custoiiiS 

prohibit passengers lEaving for Maceo or Hong KOng 

t6 onrry away mort than yunn two hundred in ChinesE 

nation~ currency tanh person , 

IliFORii CO.WERCE. 

Rcptntcd to Chungking ~nd Pciping. 

BUTRICJ[ 

liPL 
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THE: WH ITE: HOUSE: 

WASH INGTON 

MD!OIWIDtnl J"'R 

THE 8 ECRE'l'ARY OF n!E 'l'REASURI 

In regard to pqaent on P1nlan41 e 

debt, I euggeet ve take no turther aot1on 

at th1a time. 'file 11 tua t i on i n Qlrope 11 

so olou4y and eo unpre41otable e•en rros 

week t o week that I think thie whole satter 

can be deterred ror awhile. 

F . D. R. 

• 

• 

' 

• 
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• 
TREASURY DEPARTMENT 

WASHINGTON 

w.r aa, 1940 

l(y dear Mr. Preoldent: 

You vill recall earl)' 1n Dec•ber 70u publ1cl)' announce4 
U...t the p....,..,nt to be r eceind troa l"in4nc! on Decuber 15, 
1939, 1D the uount ot $2J4, 693, on account ot ito 1nclebted-
,.. .. to the Ubitecl Stateo would be held in euepenae aB4 that 
7011 would ree-nd to t he Conuno eueh e110unt be uoed tor 
the benatlt ot the nmdoh people, lollovill& 70ur announee­
Mnt, end at 70ur 41rect1on, J l.Dotructed the 'l'reaourer ot U. 
Unl.ted S\ateo to bold the e110unt receind on Dec•ber 15, 1939 
trom liuland 1D a eUA:penoe account, without tol'll&l conrl.Jl& 
into the Tre&eUIY• Upon receipt ot the tundo !roa tho ll.Dnioh 
Mlnioter J made reterence to 70ur inotruetiono to hold the ~ 
aent in " auopenee account pendlna your reco.....,ndatlon to the 
Conereea. 

In 70ur l etter • of JanUArT 16, 194o, t o the Preeldent ot 
the Senate and the Speaker ot the l!ouoe ot &.preaentat1na 
reference vaa a&de to 70ur d1rect1ono to hold the llnniah 
December 15, 1939 pqun.t 1n a oeparate aocoun.t pell41ng aueh 
action, it 8117• aa t he Congreao alght deaire to take vith 
reopect to lt, and atter brietl7 re'fi...,I..D4 the nmdoh aitua­
t ion. and linl3Dd 1a need tor aeoiatance, it waa ~eeted that 
the 801t reaooneble approach would be action b7 the Congreaa 
authorh ina an lncraaee 1n the reYOl'fin& tunc! ot the bport­
r.port !ant t o enable it to finance exportation ot acricul­
tural aurplua .. end llellutaotured product., DOt lncludiac 
iapleaen.to of war. .U a relult ot tbh recoaeDdaUon the 
lendlac powere of the bport-JIII)Ort llan.ll: vera incraaeed. 

Bowo•er, DO action h&o been taken b7 the Conare•• with 
reopoot to the &80unt racei'fecl tr• liuland en Deceaber 15, 1939 
or additional ... unta which are due oeaiannuall7 on the rel ief 
indebtedne .. which ,.. incurred in 1919 and 1920. In the eT811t 
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rou uoire to to.loo farther action with reopeot to thio aatter 
I ohall be clad to proper• the oeceooe1'7 dreft. of leciolation 
aD4 lettero of reco-D4ation for rour olcneture to the Preol­
deDt of the Senate end the Speaker ot t he Houae, 

It would be appreciated. it JOU would buUcate whether JOU 
duire to: 

1, faa DO further action et thio UIMI 

2. l.ee d the retUl'D to J'1DlaD4 ot the 
papent llede oD Deo.ber 15th laet; or 

3• l.ecomoond. the retUl'D ot t he Decenber 15th 
papeDt aD4 the poo~t ot all ~Dto 
4u.e troa J'iDlftDd w1 thiD the D.:<t two or three 
1e&rl. 

J'ai tbtullJ. 

!he lh1 te Houae, 
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~a or !sr ma•w wuu 

now; Anenoaa OoDRJ.ate ~eral, llhe'll!b•', Glllu. 

DlD: lle7 M, 1840, ll a ... 

10.: ~8. 

75 

Pleaee refer to 117 tel~ DO. 4.14 of 11&7 lll, & p.n. , 

&Dd t.o t.bl Depal't.ltent• e t1l415re- DO . a:LO Of Jla7 1&, DOOD, 

&Dd Depart.•Dt.'e t.eltSI'Ul DO. sna, 11&7 1&, 5 p.n. 

I aa 1Jifor.ed 'b7 t.be Ooneul Genel'&l. of t.be ••t.bU'­

l&Dde t.llat 1t 11 feared b7 t.be MMgll' of the ••ur­

l&Dd1eohe BuUlebult t.het a ueperat.e e1~at.1on w1l.l. 

owe ehortl7 UDl.eee llal&DOee of the Dlltoh baake 1ll t.he 

U.8. are unblooUd, to eone Patent at leut. !he ll1111e­

t.er of t.be ••t.barl&D4e at aeh1Dgton, D. C. , bae lllen 

eo DOt.1f1ed. I ehall. eppreo1ate llelJIS 1Jifor.ed of aD7 

new dnelopaente resarcUDs t.b1e e1t.a&t1on b7 t.be Depart-

!h1e tel~ U.. b1111 repeated. to Clmnp'ns aa4 

Pl1p1JIS. 

• 
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Regraded Uclassified



• FEDERAL R£SE:RVE DANK 
OF NEW YORK 

H(e) 
76 

CE CORRESPON DENCE 
CQifiDJitl.U.-JI.a.LM _____ _ 

L._ •• t•olr• 

OA~ 11.00 

SUB.IECT-~a-ccaYDIA!IOI-.mJI . 

___ JME. OJ' .GLM.~ . .__-

1 oalled llr. Boltoa at: '•10 P••• todq 1JI -"'loa 

with bh oable 1"1/f!J qunliiC \be Bo7al lethorhnde Oonnaet: 

traaaJI'T Depanaaat:te ao•N&• to ue \b~ucb tho !Hafti'J' Deput­

atct in l utllnct:on. I aKed me\bu l.D tbotr retore" t:e •• 

Redorl andeebo Banlt Dollar ao-t: tber bad not 1Jit•cte4 to refer 

t o d.e la4Ulandeobo B111k Dollar .lOOOWlt: l'o Wae tho ~edoa ot 

t he lnt:ar •re poadblT cilae to e onratcbtt Jlr. Boltoe Hplled 

thet 1t ••• btl tapr .. aion that the mole aeii&IO ctealt wUb -re 

accounts ud prcai1ed that ba would ooatha th11 t-no•• 

I then inquired •• to tho aannar tn which the IIJ)aolllta 

stcnatura• of tha two ltatl•ta llltatloaed 1D tho aaii&IO bad bee 

mailed to ue end had thllr belli authettoat:ed. Mr. Bolt:oa did not: 

know but t:~bt thllr •n• ect 117 aiaatl end aa-ed that t her 

had b et~~ au\bettoated. I blDted that be llilbt IUIIOA to tho 

Dutch that tb~~r ailht wilh to ur..,o to.:r cthet:toaUon tb~h 

our Loadon •buq With th• requ .. t that the latter tonuct tball' 

apMiaea to us tluvucb tha a.ata Deputaaat:. llerba we Jr. l[taDedJ' 

atsht ld.lh to ooatt• to tha Stat:a Dep"'-tat 117 oabla tbat: ho had 

raoatTad \ba atcnatur•• and that ho oonaidued tb• ctheua. 

1 alked mather " -ld, tar t:be tiao ba1Jli1 oablo to 

t he lluteb Oon:n.et 1a LoadGa ill our oo4a With tbo BIDk of Jnclaad. 

Wlt:b ret-•• to tho aitaaUon 1JI .. led, Boltoo oaldt 
' 

T 
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FFlCE CORRESPONDENCE 

..-z~&~rtloll~=---­......... 
I 

.. -.1.~ ..................... ... 
U h .. 1111 te M a 'enltlle '-lla ... '-' I 
tldM .. lUll ,.u ... .... .. ... ~ ... 
""" to M l , .... ..ttlaan•• Ia t••n '-' h _,, lillie _, a.tta ..... 

17 

•, 

Regraded Uclassified



' 
• 

i.TP 

Scorctnry of StatE 

'.ln~hin..;ton 

~c7, Twcntyrourth. 

PLAIN 

OSLO 

• 

DatEd May 211 1940 

6 111 p.m. 

Norsl; EngEl sl: 'l'obakkt'abrilck Osl o dE31rcs 

~cttlt ind tbtcdr. ,ss Un1vtrsol Leaf Tobacco Company 

Richmond e l 2 1 347. 1 3 and Austin Company Invotporattd, 

Cr cmvnlc, TennEssEE $8, 134. 94 throuch !lat i onal City 

TanJt nnc1 AnCl rcs cns Bank Osl o whm l i o£nsc grant ed un­

block1flG .:'unds of latter. Can Department fac111tat E? 

cox. 

NPL 
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... •· a 

Ill• .. '-'"· - "· ~. 
a. :lrMlUM .... ' ......... ..._ ... ,.,, 
PeulMU\F ef ._. .. Us ........ ~ 
lalt•hns. ...... 

, 

.. , ..... 

tllat tiM lllalftiT ef l'tMMe apeet• abori~ to ...., tiM poed'MUt!F 

ot fuUls.Uac 4GMeUo Ml•• ef \lao 4eUar 'lloeda M4 otur foNI.p 

oM•••ta• tiM tat .. n • tllla, er tbe )rlMl,-1, la lll.lftie k 'lie 

""' ,.,. tl'llftl .,.... •• wtw. :aruu. "' .,..._, 1~ I. .. , ~ 
•1'111• .... tbl• la .aT ..,.. .._, ... llla10tl7 ., n- .wU1 

;a 

t17 to •a ... a pl.ae Uld ..U pem1t --.. Mlten.ef .-ll 'lloUI4e 

k MU t111a Ita. ...,.s.ut ....., •• ta mlftie to 11o ... rw •,.-1 
'IIJ'-· a. pl.ae -a ...U.,.. tiM .nans....J!I~ a,..,,. 
..... ,_ .............. - •..aac la .... la ........... . 

"'* ......... At tiM pn-t U. tlilen le M tnliac la 

:lrMlUM t&NI.p m: v '-'• la tile 1.-1 emt I •• 

• 

• • 
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a o 4e Juei:ro , llio,r 2il, 19l!o. 

SUBJIO!I Negotiation• for P.,mente A«r•emente betv11m Brasil aD4 
Great »r1ta1m &D4 lramoe. 

OriciD&l and !bree copieo b7Airmail---Oomfirsatiom OQPT b7 &teamer 

Sirs 

I ha'n ~~ lunoor to report, for ne !reaRI'J' J)epl.rt-

\etweem :a.uu om tile ome lwl4 &Ill. Great JrUalm M4 ,.....,, 

• \lle o~or. oonre4 \7 fiT 418P'Otolllo, ~ of llq ~· 

191!0 M4 prmoaa b8P'Ohhee, are etUl lleisC oarrlll -. 

.U proo.,t tile Jrltllll are embaTori.ac t o ,gol..U 

"tlllfaYon'ble lMilai>Oee. !he J'reDM are •llld.Jic reoopitioa 

f or \he coJ.4 olcaee 1m JruUlaa pl4 fruo 11o..a.. !he t 
.lruUlu eutllorltlee ha'fl mo Uee of aoo.U~~& to ei~er ~ 

of \hue •=e•h, !hq t.h1mk that 1t .., be poeel\11 to 

oo..ol..ta a ..-• vi~ the :lrltieh 1a tha aeer fUture 

lro.t that ~e rr.M aecotletioae vlll be A..- 01lt for 

- tial ,.,. hepeo\NlT J"'VV• 
ler tha AUaeiMorl 

V....M-.. 

-· 

e..- lelnter:T of._..,., 
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TREASURY DEPARTMENT 

• 
DAft lla;r 24, 1940 

TO llr • 1lbi te 

.110.. llr. U1J..ann 

Subjecto Tin 3Mlt1ng in the United States 

2. T!!o dQP2st1e C!!!MrJ.ea o'J)erate Un S!J!lten on a mll seale . 

{a) 'ftle Allerican loletal Co . , Ltd. ha.o a aall plant 'llbieb can produce b.­
tween 600 and 1200 long tons annuall:r. It plans to build .,., addi­
tional plant 11b1ch will incraue i te capacity to 2400-3600 tons par 
;year, uainll Bolivian ora and concentrates . 

{b) The Phelps Dodge C<>mpany a.lso operates a aaall smel ter of unJrnown 
capac1ty. It, t.oo, is planning a new a~~elter. 

{c) Tin was s""'lted domestieall::r during the first World War . In 1920, 
almost 16,000 long tons were produced in do1110st1c """'lters , 11b1ch 
apparently bave been dismantled. 

J . A•ailable informati.on indicates that apn!'Qxilllftely one-third of our 
peacetime requiremonts is currently pppl1ec1 by the recovery of 
~eeond.eq tin. 

81 

In 19)?, :n ,000 tons of aeco!ldary t.in •re raco•erod in the !Jnited SteW.t 

117 dat.inning collpaDies 

117 otheP co_.nea 

Total 

Soureeo u. s. Bureau of 1!1.nea 

2,SOO 

4, 900 

7, 400 

!o Chndcala and Allop 

l,SOO 

18,200 

19,?00 

4 • $gJre o! tho recover1M capa,eitx can bo d1 vqrteci to a mel t1ng ore . 

{a) Aecordi.ng to tbe Bureau o! Mines co~ty specialist, domestic 
detiN\ing e~es can ••lt ore. Aa an example, the eoanodity 
apee1al1at points out that the Vulcan Dlltinning Ccq>any wiabes to 
be llitacl u a purchaser of available ore . 

{b) It SJl belleftd, turtbenoore, tbat soooe of t.he other recoverinl; !inos 
can C~~lt ore . • 

{e) There 1a a likelibood, aoreoYer , that -ltera in other •t.alllc 
induatriu ~ be uaed to ~t tin ore, since ao:oe or tl:""' alread;J 
are able to aeparate tin f~ otbar •tala in their .-lting proceea . 
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WNt ~AitTMIENT 
OI"'''CZ OfF THE CHIEF OfF Wf~ 

W~IIIIITON., D. C. 

II!JIOIWIDUII I'OR liR, JIORIWID!iUt 

tlttaop Dlr1"'' 

Ot tile the .,c1JM• deei.Hd, ooe lae bMa d.el.i.....S aDd 

tM7 an .-rcb1llc tor tour *'"• aDCI w1ll paU ta.. oat or 

pl.ulee 1.1' neeeseer)', 

Pratt-!!bite!f EDruest 

ODe las al.reed;y been d.Unred aDCI no trouble ia antici­

pated 1n looetinc the rour r.uninc required. This is beiJ1C 

proceeded with at tile preadt tiM. 
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NISS CHAUNCEYa 84 
SEVERAL LETTERS AND 14BIIORANI». 

ARB RBFBRRBD TO IJi THIS TIWISCRIPT. 

p • IIAliNEll 

• 

• 
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RB STRATEGIC I.!ATERIALS lfay 25, 1940 
10r l5 a.m. 

Present I 

B.M. Jrr 

Marahall l 

B. li..Jrr 

1/.araballr 

General lfarshall 

Be wants thi s Committee with a Cabinet of six 
and undernea th he is going to put on a Council 
or seven. That is the way he ia proposing to 
do it. Now, I sti ll think that ~ advice to 
him to build up this Munitions Board 1a the 
firat atep and then put on a couple of civilians 
and let them work d.irectly on the A~ and Navy 
Kunitiona Board and preea a button and - if I 
want aometbing, tt is General Brett; if I want 
a machine tool , 1t 1s scmebod7 alae. I am Just 
doing those two. For anything else 1t ia all 
coordinated and all set up and whoever comes 
do'llll on the Council 18 going to b e floundering 
all over the lot. It is going to take them a 
hell of a long time to learn their business and 
they are not going to do what I am doing for 
the President on aviation. I have just burned 
myaelf out physi cally getting thia thing licked. 
They are just not going to do it , but he aeema 
to have hie m1nd set. VIe are having a meeting 
with him on i t at 2 100 o'clock this afternoon. 
We met with him for an bour and a half yester­
day. 

You see, what be overlooks very much, I tbink, 
ia that when we atart t o do these things there 
1s aort of a re-educaticn here and there , but 
theae people would be - that enlarged J.'uJUtiona 
Board would be immersed in tboae things and 
th117 would know the generalities more than our 
individual apec'--ns here and there, but aa it 
1e now you Just start from scratch every t'-­
you turn around. I am perpetually trying to 
educate myself on thie phase and that phase, 
but those men would sit there and be at it. I 
don't lmow j uat mat 1e the- rigllt tbing, but 
all of my instincts would be to accept some­
thing that baa been atud1e4 over and studied 
over. 

I think ao , but I don 1 t think be 1e going to 
do it that way. 

I barged in there, but I thought - I was trying 
to S&)" what ,.ou cere aayi.ng , but I was trying 
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R,IJI,.Jrl 

l! .lof • .Jrl 

llarahall l 

l!. l!. J r: 

Mar ehal.l1 

Karahalla 

llar ahalla 

- e-

to .Ue 1t ol•r tbat tb.e7 ba4 to 4o e-t:IWla 
aD4 do 1t qu1dt. 

. 8G 

Be 1e sof.Ds to do -ethizlg aD4 I th1dt he 1e 
sof.Ds to .Ue 1t part ot hie epeeoh Suada7 M&ht. 

I have OD17 got about eight baUa in the air risbt 
no• and one or tboae 1e hie epeeoh Suada7 nisbt. 

You are in on that , toot 

I ~eaa evarybod7 1a. Here ie thie thins. 

1bat 1a 81Do4• 

Jfow, there will be a telepbone aeaeafe over here 
to me in a tew 1111nutea about the Col raotory 
aD4 ita ens1naa. 

Ooltt 

Well, there ia a queet1an ot getting the1a to so 
ahead an4 eign a ocmtract. 

I th.1DI< th& t wae a at tled. 

I th1nlc 1t 1e, too, I think that 1e all atraiaht, 
but I have urged th- over the juapa. I wa.DYt 
quite conoluahe eno'IJ8h, but I think 1t ie all 
straightened out, but I wanted to alee oerta1n. 
I would lilce JOU to read thia betore we so en7 
turther. 

Wow, the m11110randua 1m't there. I have returned 
1t. 

H, !l!, .Jr1 Well, atter all, we have sot the whole thf.Ds .. t 
'llP• We haft got ~~~ co..S.ttee in Pro~nt. 

llar ahalll Well, Wba t thia waa - I want over Ulere, JOU eee, 
in ooapliaDoe with the Prealdent 'e 1Jaetruot1one, 
to take up the qunt1.on or all theae ....rioue 1t­
ot ol'dinanoe aD4 he had alread7 prepared that letter 
aD4 he bad attached to that letter a hisbl7 oon­
t1dct1al report Which 7ou M.7 have eec tl'Oa 
llr. Bu.ll1tt about the deetruot1on ot all the .. 
plenta that the Oe.-na had ocmtrol ot, aD4 thie 
aD4 that, and tbm 1t reterftd to tbe thiDa• the7 
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had to have and the gravity of the situation, 
so what Mr. llelles seemed to be questioning 
ie, how are these going to be handled. 

I certa.inly wasn ' t the one to tell him, because 
as a mattor of fact you and I had started on 
the thing over here. Then he got this memo­
nondum from the Pr esident. Meanwhile , we had 
gone through the details of this plot. !low, I 

H, J.I , J r : Well , foreign purchases up to ltlet night were 
still with me , but - -

URrsha l l: Be was confused over this , eo 

P. . :l.Jr : Yes, that is all right. 

l!arshal l: . !low, to go into the details of the thing . I 
flent over each one of them with Mr. Vielles 
and his reaction to the whole thing, as I have 
said, was that it was contrary to law, contrary 
to international law, and that be would have to 
discuss the thing with the President to see if 
there was anything we could do about it. 

Meanwhile, I bad drewn up what I might possibly 
be a ble to use as an argument that these item.s 
were , all of them, bona fide surpluses, which 
is pretty hard for me to fix up. I went i.Dto 
the ammunition thing, following the tip that 
Admiral Stark gave me and I find that in all 
probability - they have bed pre liminary nego­
tiati ons with the two ammunit i ons manufacturers -
we can actually profit by the procedure here 
which puts us on a firm foundation politi cally 
by - under the law tum beck our am:::un1 tiona , 
and then get out of that some number of rounds , 
say between four and aix hundred thousand, de­
pendiDG on the sale price of the ammun1 tion we 
tum over to the manufacturer , which he is 
going t o sell to the Allies. 

Of course , they don't want the ammunition unless 
they get the weapons and at the present time 
they a re up against t he legal prohibition on 
the weapons . 
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H .~ .Jrt 

IO.otu 

R. rt . J r : 

Klotz: 

H, M, Jrl 

llarshall: 

H. t.:. Jra 

l!arshall: 

-. -
Now, General Weaaon baa gone over the details 
or that wHh theae people. He hesitated to 
have them work out the wbola plot, It coat 
them a considerable aum or money to do it -
unless we knew we were going to be able to 
send weapons --

(Wrs. !Uotz entered the conference with a 
do CUIIIen t ) 

Th1a i s statistics , 

It eaya 1n accordance w1 th your verbal request . 
I thought you m1gllt have asked tor that yester­
day. 

'lhis 1a part of the thing that begins to go 
to George Haas . 

I see . Nr. Morgenthau, do you mind it I taka 
these outT 

Not a bit. 

(Urs. Klotz left the conraranca) 

We have los t the memorandum from the President 
and this will go to George Haaa . Did you ever 
do thatt I had the queerest thing happen. It 
ia a very important memorandum, two of them, 
from the President, One or th- - I knew I 
waa to get the two. \liban I came 1n, there it 
-s on lilY bed, no envelope , noth.1ng. One I 
forgot and the other one I had, No one 1n 
the office knows we received it and no one 
knowa how it got on Ill)' bad. There it -• when 
I went to bad, 

Well , working under the pressure you work under , 
one would do strange things . I gat so absent­
minded, I have to have somebod:r jWit watch what 
I am doing. 

You and me both. 

They come 1n a.nd search - all over l1lce a tailor's 
d"~mDy to see what I have got 1n m:r pocket. 
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B.ll.Jrr 

Marshall a 

lfar ah.al.l r 

B,ll,Jrr 

llarahallr 

B,JI,Jrr 

llarahallr 

-a-

We•- 414D1 t willh to pub tba O&l'tr14p people 

on ttlat lml••• " ware prett:r oerta1A .... re 
solD& to be able to .. t our the baftoiel' OD 

tba actual eale or tile ._pcm, beoaua tbe7 
4on1t nnt the ..-it1oa. tmla .. tbe;r get tile 
weapon. Blat tile point h, tt1a lliDBta tile weapon 
t.b.1ns ia 4ao14e4, I can ao abea4 on the beah 
ot - I • quite oerta1n ttlat I can go ahead on 
tile bub ot tiU'Ding 1n tile b'llll4l'e4 Jdllion 
l'Oimda to tile two cal'tr14ga -utaoturert1 1 the:r 
haYing their own UDdar at:andlng about the aal• 

to the nn .. and ~.:r. .. fin \1.8 ba<* 1n --
facture the other tiOD. 

Bow about tile sun-' 
'l'be gun q1111at1on 18 purel7 a •tter ot getting 
bJ' the legal barrier., Which are Juat tlat-toote4 
at tbe preaent tiM, ot tbe lfautral1t7 Aot an4 
tile inteft\&t1onal law. 

(General llarabell received a telephone call) 

It 1a Ju.at wbat I aa1c1. 'lb& t 1a all be1n.K tum 
care ol' 1n tile oonteranca toc1&7. I want.a to 
.alta certain ot tbe tlnal worc1 on tile th1ng. 
At the m-nt we are to pauaa until we t1a.l au.t 
how to get b7 the legal part on tile aale ot all 
theae weapon&, but I oan ~e the .-ition 
within the law and parteotl7 eate. 

Wall, JOU 40D't a1n4 1t Wh1la JOU are hera I 
oall up a-er Wailea and tell h1a tor Ood 1 a 
aake to g1Ye u.a an ananr on thb gun bu.a1naaaf 

Wb7 not oall up Kr. Bull' • 

I beg pai'!Sal' 

._t aboul4 I tell Ill'. IIUll' I oan call h1a up. 

!hat we haY& tbia raqu .. t tor gan8 Which JOU oan 
ape.ra' Wbo bu it' Walle• haa lt. 

Walla& ba4 tile lmowledp and tbe taota an4 !w 

-• to go abeacl and ••• 1t !w ooul4 tlnd a 
baala tor J.t, not a p&rtlcnalar apeoltlc weapon -
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llarahallt 

li.II.Jrt 

llarahallt 

Kar ahallt 

- 6 -

Bow lcmg ago did 70U ••• hiat 

Our converaat1on waa the 1110rning attar the 
Preaidential - yeaterday IIIOrnina· 

Let me call h1lll eDd I can tell h1JD I am ha!ldllJI6 
th1e thlJI6 at the ea.me tilDe. 

11e are juat up aga1nat it tlat. Ma7be he can 
find aane W&'J out. 

Well, I rlll juat take a JD1nute or two. 'tlbat 
1a the next onet 

'!he next one gete around to the queat1on or 
pianea and the method ot meeting eome ot their 
requeata. Their requests ahould be •t 1n ao• 
form. Now, aa to the aale <of the actual plane 
that h 1n the proceae or -nuracture, I can't -
I cannot make &n'J atate•nt regarding that, 
other than one or the eame nature I did on 

· SO 

the others, because that would. be juet - it would 
put ouraelvea in an impoaaible s ituation. The 
question then ia, to what degree can we help 
them and I mentioned the other day the propeei­
tion or the large ordera and he brought up tbe 
queation ot the follow-up orders on the -aSa••· 
It now becoaes a technio&l queat1on and beN 1a 
Brett'• outline aa he can beet make 1t. 

(Tf!lephone c<nveraat1on rlth Su.ner 17ellea 
follower) 
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Marehal lt 

H,M, Jra 

lol&rehalla 

R. l! . Jra 

H. M. Jra 

lo!nrshall : 

H. Jl . Jr: 

1.!4 r shalla 

- 7 -

This ia an example of what we were talking 
to the President about. 'lba thing geta 
this scattered, 

lie said he would be glad to do it, because 
moat of Bullitt•a cables are unanswered. 

~ell, what he said waa rougbly, I gueaa, 
what I havo got . 

lie :said this , t hat loh- . !lull 1a going to take 
it up with the Presi dent hi.Juelt and i t he 
gets an answer, he will let ua know. 

I understood from your comnont s yesterday the 
direct sale would be con t rary to the Neutrality 
Act of the intemational law. Do you want 
me to leave this and send it back to me some­
timet 

Yea . I will make a note to send 1t back. 

Now, I am going to turn over to you the unsigned 
document here from the head of my supply outfit 
where he proposes the reaeona that might be 
gi ven on each one of these h ead1nga under the 
law to declare a thing surplus. 

I see. 

And I can ' t a ccept all thes e reasons, but for 
the mo-nt it 1s a good outline of a plot and 
all the items and i t ie Just tor your con­
venience r a ther than t h is rouan list we have 
here. 

I spoke to you a bout the exehange 1n the small 
anu and umun1tion. The Colt matter baa been 
settled. '!bat 1s all I have , eir. 
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111 do&r AASairal •or .. • 

I would croatlJ' appreo1ato 1t 1f J'OU would aea4, 
bf Boorot Coda, tb.o followi.nc ••••ac• to Allbuaador 
loallodT· 

Quote - CoDcntulaUou oe ••"111c llolla llo,.co 
plaDio Would lt bo foal1'blo tiO ... 

tb.on pl•• • bo.v4 •• fuet -~ 
lb.1p or dortroror tb..at 11 ao1Dc to 
B&l.Uu, earo of the Air Atboba, 
Bl'1\1ab. ,.,.. • .,., •••b1.Dctoe. It 1t 1a 
DOt foal1'bla, 11;r 1~ cbolca 110\ll.d bo 
to p!lt tb.• oe tb.e Utlite4 ltetoa •t­
ab.lp PUS~ BOOSF;fl!LT 11blcb. b oe 1ta 
n:r to Irelm4. 011 what boaia ou lhdte4 
Btatoa coYe~t aot 11o••• to -­
facture Rolla Ro:rco. Would approoiato 
p:ro.pt an- to tbil quoatloo. 

'l"bo Br1t1ab. OoYorDMDt baa bom fooliDI 
arOUD4 for the lilt couple of -tb.a 1D 
rocard to plac1nc ordon tor powdar • .Artma 
Punil UD&'blo to aot autborit:r to plaoo or4or 
for 101000 toea 1D tho Ollitod Btetea &D4 
1._000 toea 1D C&Dada. !he trouble - to 
bo tbat b.la ordon b.&Ye to cl ou tb.rcMICb. 0\ton. 
PorfeoU;r ridioulOUI tb.at be 11 IID&ble to doal 
d1root1r wltb - autb.orit:r 1D !Dalud. It 
JOU could ueo tbe .~ .. ple of powder to clear 
up tbe )t.qcU.cap 1JDdll' wbiob .Artbv.r Puma 11 
workiDc ,_ would bo dolnc a aroat 101'Y1eo. 
Slnooro racarda. BOGI'J' 11oramtbau, lr. - tJaQuota 

81Dcoral:r, 

I l'>• ~~t~•d ) B. MorgonUlau, Jr. 
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T 

Personal And Confidential 

DUARTMEHT OF STATE 
W~INCITOH 

HaJ' 25. 19-ia 

For the SeoretarT or the Treasurx onlx. 

In accordance with our conversat ion on 

the telephone this 11orning, I am sending ,-ou 
• 

a p~raphrase or a telegram received thia 

morning rrom Bulli tt. 

Believe me 

'l'he Honorable 

Henr,- Korgenthau, Jr., 

Secretar,- or the Treaeur,- . 

33 
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.·UIAIIItill or m s• ll' 
,_ .IDBICIAI Wl&llr, ••• 

11a7 24, lNO 

I reoel-..4 thle a1'1iensoon Dau1ir)', JI1Dle1ier tor 

Arllulea1i, wbo ea14 1iba1i he ha4 all'ea4T bHD 4epr1Ye4 ot 

~ ot J'renoh nul pro4uoUon beoauee ot 1ihe Chftlall 

a4YaDoe. !he ret ore, 1 1i hae beooae l&l'geD1i aD4 Y11ial 1iba1i 

e1ieel troa 1ihe UD1te4 81ia1iee be ob1ialne4. 

In ad41.tlon, 1ihe tao1iol'l .. vbJ.oh aa4e 1ihe ~• 

tor 1ihe f?enoh tanka ha4 been l oet. U 1e 1iheretore hle 

4 .. 1re to eeD4 1io 1ihe UIUte4 81;a1i .. on a 011~1' llenal&l1i, 

head ot the Jlenal&lt Au1ioaob1le Voru, 1io enter lnto taa.-
' 

41at e negot1at1one for. 1ihe aaautaoture ot the hea"7 

rrenoh ta.nlte vh1oh veigh 30 ton• v11ih lle1ihlehea Steel, 

llal4v1n, an4 other great oorporat1one. 

!'he aep11iu4e ot 1ihe ol'4ere he 4 .. 1re• to g1Ye 1• 

1uoh 1ibat at the en4 ot leYen 110n1ihe Aller1oaa taotor1H 

wol&l4 be tiU'IUng ou1i t1tt7 ot t h e .. tiUIU per 4a7. In 

aoool'4aaoe with hU requeet , I aa att .. pt1Dg to obtain 

peaeage tor Jlenalll1i aD4 h1• a .. 1etan1i on a 0].1pper. 

Dau1ir)' aleo requH1ie4 1iba1i 1ihe Pree14en1i reoe1n llell&lllt 

upon hie arr1Yal in Vaah1ng1ion. Jlenalllt, he vent on 1io 

•&7, vu a 1101t ~!table au vbo 1&114ere1ioo4 the 1114ue­

tr1al prolll- ot tlb.1• war u well a• aD7 other haan 

be1JIC aD4 he belleYe4 1ihe Prel14en1i volll4 t1n4 1 t 110111 

Yaluable 1io han a OOIIYeN&Uon with hia. 
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liT repl;r vae that I would aak that Renault be re­

caiYed b;r the President. 

In repl;r to Dautr;r1 e inquir;r whether I bad reoaiYad 

an:r repl;r with regard to the rrenob 75• nov in the etockl 

ot the American arm:r, I aaid that the Prelident in a 

direct meaeage to me bad laid that be could not conaidar 

sal e• ot these gune to rranoe. Tbia intorsation vaa a 

blow to him, The single weapon that preYed to be ettec­

tiYa agal net the Garaan General vae the French 75a ot 

vhiob tbe;r bad oDl:r a taw more veek'a auppl;r. I vaa im­

plored to ask again that 1000, or eYen 500, 75e be ebipped 

to l"rance imonediately. Continuing, be a aid that be vae 

certain that caretul inspection would abov Aal•cte in many 

ot t beae gune vhiob bad been manufactured 111 Prance at the 

cloee ot the last war. For instance, cne .. ald haTe a 

detectiYa brake, another a deteotiYe wheel. Perhape it 

would not be impossible tor the Praeident to baTe tbeea 

gun• caretull:r inspected and baTe thoae vhiob ware datec­

tiYa aold, either ae assembled unite or in parte, to 

P'ranoe at onoe . 

This quest i on, I aaid to him, I would submit at 

onoe and I hope moat beartil1 that aome ot them mar be 

tound 1mperteot . 

At the preeent aa.ent Dautr:r enJo:ra Paul Ra:rnaud'a 

abeolute contidenoe. 

95 
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Therefore, importance ehould be attached to hie viewa on 

the future. 'l'be J'renoh al'lllJ', he thought , should tight 

on without hesitating to defend everr inch ot ground, even 

though the Belgian, British and French &rlliea 1n Belg1ua 

should be compelled to surrender within the next week. 

'l'be line ot the Seine and the Msrne could and, he wae 

sure, would be made a strong line ot defense. 

Ot couree, P&ri e, in that case, would be oompletelr 

destroyed. Ot what importance vaa that? On what baaie 

could the French nation be asked to rebui ld i ts existence 

as a nation and to reola1• 1 ta soul 1t France, 1n order 

to protect the monuments ot Psris, should give up Parle 

to the enemT? The line ot the Seine could be held tor 

t wo months, he thought. A retreat to the l ine ot the 

Loire, the Rhone and the Saone might then be necess&rT . 

Attar that , a retreat to the Massif Central {Central 

High Plateau) and tinallT, a retreat to the li.ne ot the 

Garonne, might be neoeuarr. The J'renoh armies should 

go on f ighting however tar they might be pushed. 

Although theae ordere tor t anka which he desired t o 

place now could not poasibl7 be delivered before next 

J&nuarT, he vaa convinced that the people ot Prance 

would be still ti.gbting t or the l i berties of their 

oountrT and t he libertiea ot the world next Januarr . 

~xtremelr ettioient fighting veapona have been 
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• 

t011114 1a till bi119T Ppeaab , ... llbleb Jlellalll' propoeH 

to UA'II1'IUIWH 1Jl tile UllUecl lb,ll. U 1.8 blzo417 

DIOIIIU'J' fOI' .. to adA tile' I OODI14er tile' till -

taoture of tbe1e 'ant• •' till earl1el' poee1ble .o.en' 

1D tbe lhl1 tecl statu 18 of tile ut.olt ~anoe. 

Should tbe r'I'IDeb ai'IIJ.ee be deteatecl before tlle1r ooe­

plet1on, we at 11ut ebould biYI eoaetb1Dg vUb llbleb 

to flgbt and lt vlll be nee414. 

• 
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.., 215, lNO 

Ill', llall•tl"T baa 1Atonoo4 • .._. tM OoU 
coatr.ct vaa to 'M a1cu4 at 1t10 P.M. n.A8r4 
!1M todq. 

!b. latter o~ 1Dtaat1oa ooatreotlec tor the 
300,000 poUDila of pow.r par •aU., l>ecloudac 
Ootobar 1, 1940, wu .tca-4 1>7 tha JbolUall ..a 
J'raiiCb 1ut Dipt u4 Mlled to 41o Poat. 

lJagoUaUo11a batwall tha AJ!J aa4 4u Poat 
011 tha aew po..S.r p1ct ara propoaulac apaedil;J 
AD4 \ha co11treot ahou14 ba as.p.4 aaxt welt. 

Ill'. llallaAt7D" vUl h.-.. tor • llolldq •rDlec a -
prallaul ... -r&D4ma ouUlDiec tha praaut at atua o~ t'M 
eo11plata pow.r a1tuat1oa. .U -• aa I racalTa U.b , I allall 
I.Dnatl.pta 8IfT eauaao that \hera MT be 1111J.ch h.-.. created 
u1q. 

Ill'. PurTle h eT14a\l;J oUll aUaooptlec to ...,.... _.. 
l>laabt -.tborl\T troa u.. JbolUall eo..-..-t, plaa au. 
of 41raot raapou11>11UT bat-• tha Pvobaaiec Boar4 ..a the 
Jbo1Uah - rr.ob OoT-•ta. .t.t tha pra""t tiM, iutruc­
tlou - report• ua at111 ""rka4 \hro,.P ou-. n 1a ....,. 
po u11>1a that 41ract or 1ll41raot praanra abroad Jdcht ._aua 
tha oacur1ec o~ anr..,..41DarT powra tor tha l'vctb.U1ec Board 
111 thh OOillltr,.. Lock of aU.orltT - ot~lolal red tllpa are 
the -.lor atubllec bloclta tor tha Pvchallec Boar4 at thia UM. 

~-

• 

sa 
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H.M.Jr: 

Operator: 

H.M.Jr: 

o,erator : 

H.!I.Jr: 

Dr. larl 
Compton: 

R.I!.Jr: 

C: 

H.M.Jr: 

C: 

H.H.Jr: 

C: 

H.H.Jr: 

C: 

H.M. Jr: 

C: 

C: 

Well ••.• . • • 

Dr. larl Compton. 

Thank you. 

Go ahead. 

Hello. 

Hello. 

Mr. Oot~pton. 

Yes. 

May 25, 19~ 
9 :59 a.m. 

Mr. Compton. Morgenthau. 

Yea, good morning, 

How are you? Well, we•ve gotten ott to a 
.good start With s ome or your people and I 
wondered 1! you could oome down to Wallh1ngton 
yourself t or a day or eo. I've got a lot or 
people, engineers and different people, who 
are volunteering their eerv1oes. I don't know 
how competent t hey are, and 1t you could e1t 
around with me t or a day or two and eort ot 
adVise me on eome ot these people , 1t would be 
very helptul t o me. 

Well, When would t hat be' 

Well , I'd love to have you here Monday. 

Yeah. (Pause, laughs) ~e 1e a ver y crowded 
time right now. 

I see. 

let•e see. I could oome down Monday. 

39 

Ie 1t going to-- would you rather make it •• • • •• 

I don't see how I oould po11ibly 1tay until 
!'ue•da:r. !here is one thing t hat• • calling up -
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H.M.Jr: 

C: 

R.l:.Jr: 

0: 

H.M.Jr: 

0: 

H, M.Jr: 

C: 

H.M.Jr: 

C: 

R.I!.Jr: 

0: 

H.M.Jr: 

C: 

R.M.Jr: 

0: 

H.U.Jr: 

- 2 -

we•re tmng to arrange a aet1ng of our 
oorporat1on oo .. lttee on the 4eronaut1oal 
Engineer ing in order to aee Vbat ve oan do 
here to make our own f aoilitie• more 
aoceaai ble, partly in the way of a traini ng 
program - - an 1nten81 Te aullllllar training 
program. 

We11, let me • •• ••• • 

We are call4ng a meeting of t hat Committee 
Vblch Will poa81bly be on '!'ueeday. 

Well, let me put it this way, I don't know 
What - do you flY' 

Yea. 

Well, hov -- I'm free Sunday evening. 

Yea. Well •••••• • 

Which would be better f or you' 

Wel l, Sunday evenlar would be tine . I could 
tly down Sunday. 

Could you fly do~ 

I could fly down laDday and stay oYer Monday, 
but I ought to get back here '!'ueaday. t 

411 right. Well, nov I tell you -- could you 
say come to my houaa around about six o'clock 
and we could stay f or supper! 

Yea. I 1d be glad to. 

We're on etandard time here. 

Yea. 

It'• 2211 !hlrtieth • .• • • • 

2211 !hlrtieth Street • 

•••••• and we ' re off Maaaaohuaetta 4yanue. 
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0: 

H.M.Jr: 

0: 

H.J.I.Jr: 

C: 

H.M.Jr: 

C: 

!!. !!.Jr: 

C: 

H.M.Jr: 

C: 

H.li. Jr: 

0: 

- 3-

Yea. oUl r1(!bt. 

!hat would be tine tor me . 

All ri(!bt, I ' ll be there. 

• 

2211 Thirtieth, ott Maaeaohuaette. 

Tee . 

fllanlt :rou eo IIUOh. 

Nov, xr. lleoretarr, ehall I come doVD 
prepared to dren t or dinner or iDror11aU 

Oh, no. 

All ri(!bt. 

No, just intor=al. 

All right, I'll be there . 

'l'hank you. 

Good-bye. 
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Louil 
Johnson: 

ll.l~. Jr: 

J: 

li . !!.Jr: 

J: 

H.H.Jr: 

J : 

l! . li.. Jr: 

J: 

H. lf. .Jr : 

J 

R. M. Jr: 

J: 

E.Y. .Jr : 

J: 

R.M.Jr: 

J: 

Mr. Seoretar7. 

*" 25, 19l!o 9:39 a . m. 

Louie, I want to tell you how much I appreciate 
the cooperation TQU gaTe ua yesterda7. 

Yell, we did our beat. I'm glad TOU ..•..• 

Yea you did and I told - - ah - - I • m tald.ng your 
recommendati on a hu.ndred p ercent. I told the 
Al l ies to oloee on the powder aa of October let 
and t o put up the t2t million on the machine guns 
and like it. 

'fhat 1 s grand, Mr. Secret&rT. 

And they said they'd do both of them last night. 

lfell, I' m awfully glad that• 1 the way it 18. 

Yea . We Just took it and we•re not going to 
fuaa around. 

Well, you didn't have to argue about it at 
Cabinet meeting then. 

I I ah •• • •• • 

Phil Young thought it ••.••• 

Vhat•a hie name -- ah -- Ediaon gaTe a memorandum 
on powder . See' 

Yeah. 

And I aa1d I talked to him afterwardS eo I lt1lled 
it. I didn • t want to diecuu it then. 

'!'hat • s grand. 

So he wanted t o d1acuaa powder and thia and that 
and I aa1d do 70u want to let it go and •••• •• 

Yell, if TQu ' ll let ua know on tbeae things , we' ll 
get 70u t he right an11W11r if it' a humanly pouible • 

• 
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B.M. Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

• - 2-

(Laugh•) Welt ....... 
But I aa:r leara. G1Te •• t1~~e. 

1.11 right, Mr. leoretar;r. 

!hank ;rou. 

!hank ;rou. 

• 
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Operator: 

P..V..Jr: 

General 
Marshall: 

!!.!'.Jr: 

EJ<.Jr: 

M: 

H . ~!. Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

V. : 

lt.M. Jr: 

X: 

H. J.I.Jr: 

M: 

P..K.Jr. 

M: 

H.M.Jr: 

Go ahead. 

General Marshall? 

Good morning, Mr. Secretary. 

Good morning. Row are yout 

X~ 25, 1~ 
9:29 a.m. 

I vae going to call you up and ask you it I 
could see you, but •••••• 

104 

Ah, ha. Do you knov what I •m calling you tor •••••• 

Well, I rather i!D88ine I do. 

(Laughs) .lll right, vhen are you going ••••••• 

Well, what • s convenient to yout 

Well, I have an appointment at eleven , and I'm 
pretty well tied up after tbat. Could you come 
before' 

Yea , indeed. Vhen•e the moat convenient time? 

Ah •• 0 0 •• 

Ten o 'oloo~ 

Let's say ten-titteen. 

Pine. I ' ll be there a t ten-tirteen. 

lfov, let me ask you before you oome. You gave 
me that letter about where the .lll1ee are malting 
it d1tt1oult tor you • ••• •• 

Oh, well , I really shouldn't have sent you that. 

Well, that 1 e all right. lfov what I want to ask .. .. .. 

I Just thought it van r ather 11111u•ing. 

lfov, what I'd like t o do 11 to 8hov 11: to the 
Military Attache at the Br1ti8h Jmbaeey. 

• 
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II: 

H.M.Jr: 

~~: 

!! . U.Jr: 

!1. : 

H.!t..Jr: 

14 : 

H.li..Jr: 

M: 

H . l~ .Jr 

1-! : 

H.li..Jr: 

V.: 

H.M.Jr: 

II : 

!l.M.Jr: 

- 2 -

Yea. Veil, I thought afterwards that I 
shouldn't have •••••• 

No, no, no! .... . . 

••• • •• worried you. I vae rather amused by the 
darn thing. Well, I'll speak to you about i t When 
I get over there . 

Well-- ·you want me to ·vait on that then. 

Well, I don ' t care. You can show it to him, yes. 

Well, I won ' t do •.••• • 

But I didn • t -- I shouldn • t -- I waen • t putting 
it up as an irritant but more ae an amusing 
example or the vicissitudes or this game. 

Well , 1t 1 e not eo •••••• I'd like to show it 
to the Ambassador because they ask eo damn many 
thin~ or me and they Just haTen•t learned yet 
how t o come through themselves. 

I mean they're pretty good on the criticism, but 
they're not so hot on the cooperation. 

Well, I ' m going to use i t at my discretion. 

All right . But I apologi~e tor irritating you. 

No, no, no! You didn ' t irritate me. Now the 
other thing -- you will have the answer on t hings 
like ' hose five Allison engines, etc., etc. 

Yes, eir. They've already gone ahead on t hat. 
They are digging it out right nov to do it. 

Well •••• • • 

Well, I'll be over there. 

Oke, ten-titteen. 

Yes, sir. Thenk you. 

All right. 

lOS 
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Onera tor: 

!! . ll , Jr: 

Operator: 

Alfred 
Sloan: 

Operat or: 

H. '! .Jr: 

S: 

S: 

H.H,Jr: 

S: 

~ . !' .Jr : 

S: 

H. !'.Jr: 

S: 

H.lo!.Jr: 

S: 

H. W.Jr: 

. , 

• 

There ,au are. 

Hello. Hello . 

Hello , Mr . Sloan. 

All right. 

There ,au are. 

Hello. 

Hello, Mr. Secretary. 

Talking. 

May 25, 1911<> 
10:10 a.m. 

Thie 1a Alfred Sloan, General Motors. 

Good moming. 

Good morning. I want to haTe a vord v1 th 
you juat tor a minute over the phone , 
~!r. 8eoreta17. I t hink 1t' a quite important , 
and that 18 thll. You understand tully my 
position regardlng the importance ot all these 
th1nge ve' re trying to do, but I van ted to make 

t'h1• point • •..• • • 

Please 

••••• .• t o ge t t o t he meaaage I vant t o g1Te 
you. I t hink it'a &lao i mportant t o do every­
t hing ve oan to keep the eoonomy going Vb1le 
ve are trying to do t hose tbinga. 

Right • 

I 'm aure you eubeoribe to that, don't you' 

Surely. 

Vell, all right. Nov I heard the other -- that 
you were going t o haTe a oonterenoe V.onday vlth 
the maohine tool people. 

!'hat'• right • 
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S: 

H.J!. Jr: 

S: 

S: 

H.l~ .Jr: 

S: 

!-! . !'.Jr: 

S: 

!! • !!. Jr: 

S: 

•• 

- 2 -

And the question arises as to the machine 
tool commitments that have now been made to 
the automobile manufac t urers With regard to 
what we call our 1 41 ~rogram. 

Yes. 

Now the •41 program, Hr. Secretary, is largely 
finalized , t hat i s, in our onse we spent 
something like $25 million already to get our 
•41 models out and everything will be finished 
in another t hirty days. 

Yeah. 

! 07 

~ow , there can't be many machine tools involved 
in t he completion or the 1 41 program, and it 
anyth1ng was done t o disturb that , it would have 
a tremendous e~eot upon the ability or the 
i ndustry to keep going and to support the 
economy wh1le we 're doing some or these other 
t hings, and I just want ed to oall that t o your 
at t ention . Now when it comes to the •42 program, 
that begins around in Sept ember and October and 
involves a lot ot machinery and a lot or t ooli ng. 

Yeah. 

I think we could 'tell consider Whether that ought 
not to be suspended, but I t hink we could 
probably discuss that further nearer t he time 
when we see ~nat the picture is at t hat particular 
oonent . 

Well , do you go into t he 1 42 one? 

Well, we don • t -- we oon'!lence the •42, 1-:r. Secretary, 
abou t October or November. 

I eee. 

And that involves -- that would involve maybe -­
just taking all t he manufacturers together -­
t hat might involve $60 or $70 million wort h or 
t ooling, but simply tooling that it might involve 
$50 million wort h ot machine tools. That would 
be a subject that would have t o be very 
oaretully considered with regard to the 
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H.!-!.Jr: 

S: 

S: 

H . ~~ .. Jr: 

S: 

!I.!!,Jr: 

S: 

!!.M.Jr: 

S: 

.. 
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real'llament program and an.:r other ai tuation 
that wae before the eoonom:r and before t he 
oountr:r at that time , But I &gain point out 
that that doe en' t need t o be considered until 

·September or October, 

Vell •. • •• • 

But t he ·~1 program, that•a the one I'Ye 
epeoifioall:r talke4. about. We go into pro­
duction on •41 oars in Jul:r or August and 
t he time il 10 near and the job ie eo nearl:r 
completed that I oan' t concei n tbat anything 
that we might want to do in the wa::r of re­
armaaent, considering the time that it takes 
to get read:r t o do 1 t, and make the nlans, 
I'm quite oerta1n that the deoks wouid be 
oo"J)letel::r cleared of the 1 41 program long 
before we could make an::r deo11ion as to What 
we ought to han W1 th regard to the rearmament 
plane. 

Well, Mr. Sloan, :rou don't know me Yer:r well. 
Hello .•.••• 

· Yeah. 

I sa:r, :rou don't know me Yer::r well, but I 
don't go ott half cooked. 

Yea, well, I was kind of worried about it 
beoauae I know :rou don•t, Mr. Secretary, but I 
just wanted to try to g1Ye :rou that idea, because 
not -- I hope :rou'll appreciate I 1 o net talking 
lelfie.hly. I ' m talking purel:r from the atand­
noint of t he e1noere belief that we !DUet keep 
the economy going While we're trying to do these 
other things • •• • • • 

Well • •••.• 

• • • • • • one into the other intelligently and 
ooneietentl::r eo that there will be the least 
interference al poes1ble. 

Yell, :rou and I araD1 1o thinking apart one 
1o1oa. 

I see. Yell, t hat•• fine. Wow if an:r 1:1 .. 
:rou wan1o to 1;alk to me about th1e before --
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I take it that I 1 m going to eee you about 
that other matter eoae time next week. 

'l'hat•e rig11t. 

All right. Ye oan talk -- I thought I'd 
take the Uberty o·t calling you and I hope 
I may when anything oomee up. 

Pleaae do, but I can't always come to the 
phone right away. 

'!'hat ' • all right. I appreciate that and 1t 
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I call and you are buey, then I oan call a ga111 . 
I 1 d l ike t o work with you. 

And I ' d like t o work with you. 

'!'hank you Tery much . 'l'ha t' a all and I 1 11 
hear trom you vben you vent me tc come down 
to consider that Britieh matter. 

Right. 

Thank you Tary much, Mr. Secretary. '!'hank you 
Tery much. 

• 

• 
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Mr. Velles. 

Hello. 

Mr. Welles . 

Right. 

Go ahead. 

Hello. 

Good morning , !!enry. 

!!a, 25, 194o 
10 :31 a.:~~. 

Good corning, Suoner. Sumner, General l!arshall 
i s here v1 t h me nov ••• • •• 

Yes. 

••••• • and ve •re discussing all t hese forei gn 
order s . Requests have come in to me Wh1oh I 
asked him t o review. Now I understand he has 
seen you or writ ten to you about whether under 
t he International Law we can or cannot do this. 

That's r ight. 

When do you t hink you OM give me an answer? 

Why I gave t he answer t o General Mars~all and 
I can g1 ve you t he sat~e answer. 

Vhat•s t hat? 

A d1reot eale by the Uni ted Sta tes t o a 
belligerent is a violation of our neutrality 
under International Law and would also be 
counted in t he t erms of the existing 
Neutrali ty Act. 

I see. 

And as I said t o General Marshall, it's a 
question of high policy which t he President 
h i mself will have t o deteroine. In other 
words, Congress would have t o take action, 
as I see it. 

1:.0 
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Then it needs Congressional aotion. 

Absolutely. 

o. Jt. 

I understand from what General Marshall 
tells me t hat there are certain instances 
among the things tha t he has in his list Where 
we could avoid t hat by turning them over to 
private manufacturers and t hen t he private 
manufacturers could eell and t hen, ot course, 
t here would be no violation ot any law. 

Well •••••• Vell, t hen we might Just as well 
forget about it. 

Vell, I wouldn't forget about it because I feel 
very strongly t hat it ought t o be done , and I 
t hink it ought to be done by 'the Congress 
knowingly and knowing what the implicat ions 
are. 

Well , Who' s going t o t ake it up with the 
President'P 

I 've asked Mr. Hull to take it up with the 
President and I'll t ake it up myself . 

And as soon a s you know anything, would you 
let me know? 

Yea , indeed. 

And it any o f tbeee oabl es of Bullitt•s o f 
requests t or muni t ions or somet hing, it they 
would be sent over t o me because I get all t he 
stuff ot t he Allies Purchasing MiSsi on. 

Yes. Well, I'll be very glad to do that 
because in aany ot t hese oases , Bullitt•s 
requests have been lett unanswered. 

Vell it you'd send any ot them to me it t hey 
have to do with purohasing or buying by the 
Allies then I oan try and keep it coordinated. 

I'll be very glad t o do t hat, Henry. 

!bank you, Sumner. 

Al l right , good-bye • 
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!!ello , t his is Hoover t alking , Mr. Secretary. 
I just want t o let you know that I just got 
a flash f rom New York t hat t he German Consul 
contacted t he !!arine !'idland Bank and in­
formed them that he waa expecting a cablegran 
reoittance trom Italy in t he amount ot 
$9 million, which is to be received at t he 
end ot this next week, and i8 to be immediately 
checked out. 

Yeah. 

!low, ot course, we trill try to cover it 
up there also but I t hought you might w~t 
t o have that. 

No>~, walt a minut e. This i8 $9 million ••..• • 

$9 million as a cablegram remittance trom 
I t aly. 

From Italy. 

It• e to go to the Marina lUdland Bank. 

Well , oaybe we can find aome way to treeze it. 

Yell, it might be helptul lt we could-- that's 
what I thought you mi ght want to consider. 

We're holding up 3500 lba. ot toluol in 
New York on a phony - - that's going to Italy 
on a phony excuse. 

Is that so• Well, now this is a cablegram 
from Italy t o the German Consul in New York 
City- that 1a, it' a re t he remitt a nce tor 
the Marine Midland Bank. 

I • 11 -- thanlll tor t he tip I ' ll ...... 
I just thought you'd like t o have t hat. 

Definitely. I thank JOU • 
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Verr t1ne. 

'l'hank rou verr muoh. 

Good-bye . 

114 
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Go ahead, please. 

Hello . 

Hello. Yea? 

~&Y 25, 194o 
'+:50 P·"'· 

Mr. Head, l{orgonthau speaking. 

Yes, sir. 

I ' m sorry I couldn't talk to you yesterday 
but Ute has been even oore hectic than it vas 
when you vere here, it that's possible . 

Well, I' m sorry t or you. 

Well, I'm all right. I'm cheerful and I'm 
alive and still want to work. Let me ask you 
tell you this, which is the only news I have. 
One, ~eller wrote me a letter and as much as 
said he ' s not interested in Rolla Royce. I 
don't k.~ow whether you know that . 

Well, I heard rumors. I ' m glad of 1t in a way. 

You are. 

Yea, because of the start that this other 
group had. 

You mean -- t he other comoany. 

!Ught. 

0 . X. Now I just had vcrd troo Mr. Xennedy 
that they put all t he plane in t he big truck 
and they ' re going to como over to United 
8tatee -- all the plane and apecitioat1one. 

Well , that's tine. I tb1nk they're playing 
ball, don ' t you? 

Oh, defi nitely, I mean, Xennedy ea1d he'd 
broken e YOr y J:nglleh precedent under the sun 
in order to get tbil • 

Regraded Uclassified



... 

H: 

P. . •:.Jr: 

Y. : 

;: • '!. Jr : 

~~ : 

H.::.Jr: 
,. : 

H. :-' . Jr: 

!! : 

l! . l: . Jr 

. . 

- 2 -

Well, I t hink Hi nee, the manager, woul.d go a 
long way t or it. 

Well, he's done that and the ot her thing ia 
this, that --well, that the ~eller and t hat•a 
the Rolla Royoe. Nov, I've got nothing else. 
I wondered it you wanted t o tell me how you 
felt about -- I take it you're not Where you 
can talk. 

Well, I can t alk a little bit about this. 

I mean •••••• 

HG 

• • •••• and I vent t o Dayton, I'm in Indianapolis 
nov, and ..•••• 

I t ake -- you're in t he Allison plant. 

The situation t o me i a muoh more serious 
t han we t hought it vas, not trom a delivery 
standpoint but trom a design standpoint . 

At Allison. 

Yea, and I'm Just nov t alking to Mr. Evans 
and we're trying to see llhat is t he beat program 
and he's a very cooperative parson and I think 
we' ll end up by ooming t o a mutually satis­
f actory agreement. 

Yea . 

MeanWhile, instead ot kidding ourselves any 
more, I've got a tarted on engines running at 
Wright Field t hat won 't be on any standard 
Army teat. They're on a teat that we•ve used 
t or years as a way ot tindlng weaknesses quickly, 
and one engine i s going over t here by truck 
tonight. 

From Where? 

Another engine there baa t o be brought baok 
trom the West Ooaet, but we' l l shortly know 
What the solution mu1t be in or der that we can 
a~ely put t hese engines out. 

Yeah. Nov .• •• • • 
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I haven•t had a chance t o l ook at the shop yet 
so I don't know anything about that. 

Well , are you •••••• 

When we were pueh1ng the shop, we were pushing 
out something we could use. 

Are you standing t his r acket all right, 
physically? 

Wel l, I was up at t our this morning. I was 
trying t o ge t a little ahead ot you. 

Yeah. What did you do t hat t or? 

lrell, 1t seems t o me a pretty serious situation 
and t he on1y th1ng we can do 1s put our best 
t oot f orward on it ••. •..• 

Row are you coming baolt' 

.•.• • • very cooperative and I have all the 
information from them and I didn ' t bring any 
ot them over here. 

How are you coming back? 

Well, I couldn' t get any Army transportation 
so I don't know how I ' m coming back. I ' m 
coming back when I get t hrough and be there 
l!onday morning some how. 

Well , I can tell you what I oan do. I don • t 
where is t here Army transportation? 

Wel l, I sent to --I, unfortunately, didn't 
do it while I was in Washington because I 
d1dn • t expect any troubl e -- but I sent through 
a request tor Dayton to Arnold thinking that he 
could give me a Army blanket order that would 
cover t ransportation. But they said i t had to 
go up to the President and that's where it haa 
gone -- into t he waste paper b&eket I guese. 

Well, I mean, how do you want to get back 
tomorrow -- when do you want t o leave 
IndianapoUa' 
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Yell , t hat• a t he unfortunate part, you see. 
Until we haYe gone o•ar t h.ia ground, which 
may take hours yet, I can't tell. So don ' t 
you bother about me, I'll ge t there. 

Well, I'll t ell you what I'll do . I 'll start 
my -- ¥111 you be there overnight, in 
Ind1anapol1et 

Yell, I t hought it I got through here in any 
time to take a night train, I ' d come as tar 
Eaet ae I could t o ge t eooe aleep and then 
get ott and take a plane. We' 11 be in 
Pi t t eburgh t hat way in the oornlng, but • •• ••• 

Yell, ir you want why don't you get a good 
night 'e sleep where you are and I ' ll aend my 
own ~lane out. I ' ll start it out either 
i-diately or earl:r tomorrow morning eo lt 
will come to Indianapoli•' 

Yell, t he troubLe with that ia, t he weather 
ie very bad out here. 

Oh. 

8o I thought the sursat thing to do wae t o 

~ . a 
- ~ 

take a train t oni ght and I can get to Pittsburgh 
probabl:r. 

I aee. 

It there 1 s any wa:r that I can end a message 
to aomebody in oaee we get atuolt i n order to 
get in t here Monda:r morn i.ng, but ••• • • • 

Call Lieutenant MoXa:r. 

Lieutenant Y.oXa:r on our regular number. 

On District 2626. I'm atlll at the !reasur:r 
and I 1 11 tell him lt he hear• tro111 you 
I have m:r own plane, a Lockheed, and I can 
send it out ror you. 

All right. Yell, t hat might help us treoendoualy 
1r ve get orr the train and find that there'• 
no air service at t hat place. 
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You call Lieutenant l·!oltay through District 2626 
and any time you want, he ' l l send t his Lockheed 
out for you. 

All right. 

It's Coast Guard, it ' s very good -- two pilots, 
a mechanic and r adio operator. 

Well , !'d fee l saf e i n that. 

And it's the beet orew we have and their tope 
so . ... 0 • 

You didn't get a def inition on our 50, 000 
planes, I take it. 

(Laughs) lly God! '!.'hie U strictly between 
us . Brett came ove r to see me and he can't 
get a clearance on hie program eo he doesn't 
know where he i s. 

Well, I' m gl ad I raised t he question. 

But I 've got it fixed now through an order 
from the President. He ' s ordered both the 
Amy and Navy -- don ' t men tion this to a 
liVing soul -- to put t heir plans on his desk 
~!onday morning. What t hey want -- hello •••••• 

Yes. 

•..•.. and t hen he aends it over to me • 

Good! Fine! 

Now • •• • • • 

• . •..• how can men start t o work on t hat. 

Well, the Presiden't ho.d to send t hem a stiff 
order - - they're -- I know Navy's God damn 
sore about it but it doesn't make any di fference. 

Did you want me to do anything special about 
seeing t he people froo South Bend? I told •••.•• 

See who? 
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Mr. Jloore and Vm oe aDd Yar1oue people troa 
Studebaker who bed talked to the .lll1ed Coa­
m1ae1on and JOU had told th .. , apparentl:r, to 
see me . 

Well , I Juet -- an:rbod:r who wanta to build an 
engine t or the Government, I eend t hem to :rou 
Juet auto-t1o. 

What I was getting at wu, 1t there -•n't 
an:rth1.ng too pre .. 1ng I'd put thea ott a da:r 
or two t han to han them 00118 1n Jlonda:r. 

llo. I ' d like 10~ 1t JOU could get BOM reet, 
and thea we'll get together the t1ret t hing 
Koada:r 110r n1ng. 

AU 1!'1gbt. 

~ow ....•• bello. 

Yea. 

I ' ll be a•a1lable at, I'll ea:r, trom. 9:15 on 
Monda:r morning. 

Pine . I' ll be there. 

l!lee' .lad don't heUtate - - I'll uea ea:r 9 
o' oloolr. , Jilead. 

.lll 1!'1gbt • 

.lad I'll ean an hour then and thea don't 
hee1tate to aek tor th1e plane. 

I won't . 

.lnd 1t doe• t ake a l ittle t1me to get out 
there but •.••.• 

Wben I know what t 1me we're leanng here , I 
oan telegraph MoXa:r a• to What • •••• • 

It'• phone, don't t elegrapb, 1t'• too elow. 

I' 11 oall h1m up. 

120 
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Juet telephone him and in the meantime I'm 
going to a end a word to Lieutenant Burke, a:r 
ovn pilot, to etand b;r tor ordera . 

'!'hank :rou ver:r muoh. 

So he • ll be read;r to take ott in an hour trom 
the time be heare trom :rou. 

All right. '!'hank ;rou. 

And are ;rou dlaoouraged on the Rolln 

!lot a bU. 

Oh, not a bit. 

llo. 

Bot a bit. 

Not a bit. 

Well , tbat•e good. M;r oable is going now 
to Ienned;r. But ;rou•re not discouraged on 
the Rolls? 

lfo. 

But ;rou are on t he Allieont 
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I 'm not dlaoouragea on the Allieon becauee I 
tbl.Dk Mr. Evane, vbo • • e1 ttlng right aoroaa the 
table trom me , will do an:r reaaonable th1Dg w1 tb 
lt. 

How about the Continentalt 

Well, tbat•a awe:r behind. 

Awa:r beh.ind. 

'!'hat's not a poaeibilit;r. 

So we•ve onl;r got two beta, the Rolle 
and AllUon. 

!hat'• r ight. 
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~hat• e ot the 11quid-oooled. 

~t•e right. 

Have you got this ~aylor with you? 

Oh, yes. Taylor and tern -- I pioksd up 
another member ot my tamlly. 

tern? 

Xern -- yes. He was an ex-Britisher -- did 
a lot ot work tor t he ~1r Ministry during t he 
last war and has been here with the ~ Corpe 
and then With Ethyl Cleeoline Corporation. He 
ie a tuel expert t or one t h ing -- knowe more 
about cylinders and combustion and certain 
parte o.t the engine t han anybody I know ot. 

nr. CoJII1)ton is spending Sunday night w1 th me. 

Oh, good. 

122 

~nd I want to talk -- I had hoped that you 
would be here , but he's ooming tor supper. 
I t by any ohanoe, you're around-- he •e coming 
to t he houee at eix and have eupper -- you're 
inYited. 

Oh, thank you. 

It by any ohanoe you're t here, he's coming 
to t he house at six and we're going to have a 
talk. It by ohanoe you're t here and you're 
alive an4 not too tired, we'd love to have you 
at six and t hen stay at the house tor .upper. 

Yell , thank you so muoh. I ' 11 try and be 
there. 

Well, now, oy house is •••••• 

••••. • you'll know it's beaauee I aouldn•t. 

You ' d better write down my address. 

Juet a moment. 

221.1 !hirtieth Street, ott Maeeachusetts 
~venue . 
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2211 Thirtieth Street, ott Masaaohusetts. All 
right. 

Now, one other question. I can borrow the 
services ot Colonel E. 8 . Gorrell. 

Yes. 

Do you know hlm? 

Yes. 

Just think it over, Whether we want him on 
to follow up any ot the manufacturers. 

AU r ight, I•U do t hat . 

You know him. 

Yes. I don't know him well-- I know Who he is . 

Well, be 1 s been recomr.1ended by General l~arshall , 
but I won't do anything on it until I talk to 
you. 

All right. Now we don't know anything further 
about our English license, do we, whether 
t hey are going t o be Willing t o license it. 

No. They ' re sending all t he plans over to me, 
eo I t ake it that that' s-- means they' re 
coming, I don ' t know. 

Yeah. I didn't want to go t oo t aet w1 th this 
unless we knew t hat we were sure ot getting a 
l icense and under some reasonable basis. 

Well , I'll put that into the cable. 

All right. 

'l'hank you. Good-bye. 

'!'bank you. Good-bye • 
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111 dear Adairal loJ'aat 

I would craatlJ' ap!)Faoiata 1t 1t 1011 would aed, 
b)' Seorat Coda, the tollewinc -•ac• to '-'baa .. dor 
leant¢1. 

Quote - Coacratulat1c:ea - cet\lac Rolla Ro;rce 
plea. Woal.d 1t be teaaUtla to aiiWI 
t h .. e plea • boarcl the t1rat 'battle­
aMp or 4aaU'o,.ar that 1a collie w 
Bal1tax, ~e at the .llr .lt\ache, 
Bl'1thh Eehu.,., Waah1zlctoll• It 1t 1a 
DOt teaathle1 ~ aaoond Cho1M -.al.d ba 
to PQt th• • tha Ullltad ltataa at­
ablp Plla8lll01'! JIOOSiftL! 11tl1ob h Oil Ua 
ftJ' to IralaDCI. OD 'llbat baata ca Ull1 tad 
Stataa c~~t cat Uoeaa to -­
taetura Bolla ao,.o.. Would appreciate 
~t ana .. r to tb1a quaaUOD. 

!he Brltlatl OoYai"DDIet baa baen tooUnc 
&J'OW:I4 tor tha laat couple ot -tha 1ll 
r-c&J'd to plaolllc ordara tor power. utbu.r 
l'ul'Yh unable to cat autborit}' to place ordR 
tor 10•000 t•• 1n tba IJDltad stataa 8114 
l'-000 teDa 1ll C•ad•. 'llaa tJ'OUhle •-• to 
ba that b.la ordara ban w clear throu«h Ottawa. 
PartaoU.;r r141CIUloua that he b uaahla to 4Ml. 
dlraotlJ' with - autberlt}' 1ll !DclNI4. It 
J'CN 00\lld uaa the anapla ot powder to clear 
up the Und1aap under ftlotl .lrttlur Pllnb b 
wvrklDc J'CN 11011ld be dolllc a creat aanl ... 
Sincere ras &J'da. Ber;r tlorcenthau, Jr. - Qaquoto 

81Jloaral;r1 

lf>I8'Ded) H. Yorpnlhau.lt. 

I 
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- ... J.NO. 

It dear Adillral • .,.., 

I wultl cr .. t17 appnetate U lt 1011 -.l.d a-.4, 
bf s .. nt Co4a, the l'olt..s.a, -•NI• to Aa-.Nctor c-eq. 

~· - O.,raiulaUou • 1..U... lloUa ao,.. 
Jllaae Woa14 it .. t ... l~a to .... 
theM plaa oa ._... the tll'at ._tue-;!}f,• ~ _., ll lollll to u, - et .. .UJ' ., ...... , 
llrlUata r.~~uq, ... , .. ..._ U lt ll 
-.t teulllla, ., a1 I 1 ft.t• ..U .. 
te pn ._ • the UIUW ltatea at­
ablp ,._lllJift IOOIIIftlot •111a la • Lta 
.. 7 to ~~. oa .ut ..ae - UlllW 
Stat.. , ... _, 1ft U._.. to -
tanuN lloUa ..,... 11ou14 ......... "'. 
pro.pt •- to tllla •••U•• 
'11M llrltllb ~t baa.._ fOOU.IC 
~ tw •• lut aoapla al _._. 1a 
r.,U'Il to plaellla .._. tw,. '•~ utbu' 
PvY!a aaallla to aat auUiol'lt7 t. J'1Me ...._ 
tw 10,000 teu La tba 11111W ltatee _. 
1 .. 000 .... 1a c..... fte Vw~ - -.. ..._, la1a .. I 1 ra U.a te el- tuwcll ~tawa. 
Parteftl7 Fldleuleu -.t II• la -Ill• to Mal 
dJ.reetb 111UI - auUiorlt7 1a lllrlaal. It 
,... aoald ... the -.la et ...... - eleu 
l&P the llan«Leap a4ar ..UIII Anhv Puna la 
RftiiiC ,_ ~d .. dOilla • , .... , ...n ... 
llllaera ncU'Ila. BeeJT IIOI'I•U...1 lr. - ...._._ 

llll••••l7· 
(f>tgned ) S. N ol'f(ellthaU, Jr. 
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THE SEC .. rTARY OF THE NAVY. 

• WAa ... tN.TON • 

Dear He1117: 

'1'be attaollecl OOJIT 1e 
n14ent!T illteD4e4 ror :rou, &1- , 
though lt o- ill u ezm~lope 
a44reeae4 to ... 

.llao attaobe4 la a OOIJT 
or 111r -r to the Prea14ent. 

Sinoerel;r, 

Ct~Q&J) 

Hon. He1117 Morgeotbau, Zr. 
'1'be Seorete.r;r ot the TreaauJT. 

128 
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18 Mtlr lNO 

!'be !Dn:ruOUOilo -k1110Cl 1D JOU!' - · of 
Mq a., 1N01 ~ \bo o1rplano upano1ou pi'Ogi'UI, 
wlll 'bo oornecl out. 

lD tho 1Dtor.oto of ooortlA&Uon, ~ 1 A7 
that 1 t alpt 'bo well tor J Oil to 1\18801\ to 811U7 t hat 
ho 'bo a llttlo liON 011'0tlll 111 ohMk1DC hlo foote wlth 
1ntoi'IU4 oourooo baton 41otun1Da you w1 t h poorl.7 
aeo .. bled 1ntormat1aa. 

!bo aa.., 11 loaalDa onr llaolcnM 1D att•pt1uc 
to koop \hlqo 1D tho proper Sl'OO'fto on4 1 t 11 41o­
appo1nt1DC to bo ~14 vnto1rl.7, •• 1D tho oa1o of 
t he plano oas1Doo JOI\ol'll117 and tho l!Dclhh powdor 
o1tuat1on tho 4., baton. 

'29 
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c 
Wd at the l'hite l!oue at 2:00 p.a., ...., 25, 1940. 

Present: Se~retU7 of the Treeii\U7 IIIDrsnthall 
Se~retU7 of C:O..r" lloplth1 
Mr. IIIDll.,.,ol41, A4millietret1Ye A.,ilt&Dt to tbe Prea1d•t 
Mr. Smith, Director of the Bu4set 

The President explained hia ideae with reepe~t t o aettiag up an 
A4Tieory Coal.111on 1n connection with t he etetutory Council or Ba­
Uolle.l Dtte111e, u4 eta ted that i t •• hie tbougbt t o lUi t the 
aot1Y1tJ ot tbe COUDcil itself Yery 4et1nitelJ bJ f1x1Jis iJirrequODt 
pori o4e tor -tinge, the tbousbt be1ue tbet euoh -tiJI&I could be 
oolll>iud with tho regular Cab1net .. ot1Dge. 

Se01'otU7 IIIDrgmtbau ud Se01'0tU7 Bopt1ne eteted their beei­
tuoe tO approye tbe uttiq up Of 10 IIUOb •ch1nery with tbe ·­
o1t1o reapoDiibUitJ being fixed tor the acooi!Pl11-Dt or t&D~ible 
reaultt ud e1111eeted the elternat1n ot eubet1tutiag a • Boarcl ce 
llobUizaUou or lllduatriea :a. ... ull f or llilitary Praparedlleaa•, 
which 11 authorized bJ tbe Bat1011el Dtteue An or 1916 (39 Stat. 
166, 214) and prea .. ted to the Preaidnt a draft or &D 11Xeout1Ye Order 
wbiob would &OOO"'Jil1•h tb1a purpoee. The Prelid•t t1na11J daoUed 
that he would prefer to adhere to tbe progru which be bad llrea~ 
outlined. Hia reeeo11 waa hia feeling that pmblic reaction to the 
aettl q up or tho 111Db1lizat1on Boarcl •• that 1uob Board -• autbor­
lzad in tbe atatute proYidiDI tor tbe declaratiou or a etata or war 
or tbe 1Mainenoe or war. 

The 11611 .. or t he ....... per801le t o be plo- 011 tba M'filory eo .. 
lliHIOII were ....- Upollo Their DAMe &lid the 4ellgD8t10118 ot their 
eaYeral tlddo ot anirtty are outl1ne4 1n tba attached explallatory 
•JDOr&Dda 41etate4 bJ tho Preaidant. 

SeoretU7 IIIDrgatbell tha releed tbe queetiOII aa to wbat would 
be required 1n COJI.llectiOil with the debt l1A1t. !Ia OUIIeated tbet 
tbe Pralid•t olear w1 th the "Big J'our• tba quea\1011 or wbatber debt 
li.JL1t leahlttiou abOilld be caned at thle 1e11i011. The Preeidat 
Ita ted be preferred DOt to ral11 tbet que1UOJ1 w1 th the •Bis lour• 
tor reaeoll& which he gen. !Ia u .ked wbetber actual e:rptllditurea 
prior to Don J'eb~ 1., or poee1blJ 1euery 20, would ucaad the 
preant de.bt l1A1t. Sooretel'7 IIIDrgentbeu 1t1ted that be would ben 
tbe beet po11lble ID1'onr.at1ou compiled 011 tbet bJ non IIIDndaJ and 
it be tOUDd th1a queatlon could not wait tor an 1011 bJ tbe nen 
Co11greee, be would be gltd to ua4ertake, eubjeot to tbe Pree1dnt• • 
appronl., t o d1eou81 with Seaator BarriiOil •d other Coqreeeloaal 
leedare the queatlon or direct lesillttiOII 1noreaa11lg the debt l1A1t 
to be ~tatelJ •aned. Be upre81()4 tbe belief tbet it the _,_ 
\er fte pree .. tad &I a DOCiele&rJ part or the Preparadlleee Prog'aa, 
tile Coej!re1e would be willlll& to pan euoh a lew. Tbe Preaid.,t Aid 
he WOuld llh to hB'fe the Seoretery \llld.ertake euoh cl.,....ce OYer tbe 
.. et-0104, Tbh tbe Seoretary Aid be would do • 
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API'OIJITDIO A BO.ARD <II M)BU 11.4'1'1<11 OJ IlllU!'DID8 
J:IIBIIITIAL J0R IIILI'l'AI!J' PI!IPAJIIIMCIWI AID PliOYIDDIO 

JOR rrs l'tlll0l'I<118, 

~.~a •• t 

Br rtrwe or •4 poar-t to tile aotborit,- nated 1D • 111 

tile 1.ut ~pb or -lea 120 or • .lat ... uued, • AD Aat tor 

Mltill& turtller - ....., etteonal prorte1ca tor tile Ja&ti<>M&l 

4efcee, alliS tor otber PIJ'l)O ... • 0 •PPfvYed ~-· :), 1916 ( 39 BUt, 

166, 21.4), I llerelo1 appo1Dt a lloar4 ca llob1l1ut1Clll or Ia4u.etr1eo 

1 ..... ua1 tor 11111t..,-~ ... OCllleietiD8 or------
______ ,_,_-Jm.uwm: ____________________ __ 

(bere1D oalle4 tile-· ) ..a .. tboriu tile lloar4 to part­

r.ou,.. ..a.r •14 .lot .. lleretJa&tt..- prort4e4: 

1. 'l'lle llou<l abaU prepare, orpaiu, Ureat , •4 ot-.. 

etteotute .• ~be procrea or aaUou.l det-, wttb • 

Tiew to 1noreu1D8 quio~ tbe pro4aot1oa 11114 proour t ot 

...... ual equi-t ..a •terial 11...Sed tor euob .....,.._, ..a 

obell tate all aeo .. .uy etepe to prort4e t11r -b oleriu.l 

-· 2. t'be - - -lUll ~'- .a _..._tMe 
to ~ ..a to aid 1t 1D Oll"l71ac out 1te tlaeU,.. 111 fu ... !ebhl 

.. 
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• 

nob lat'o.-~ioll, aterlal, -.4 ,_leal ... 1-oe, u tile 

lo&r4 ~ requn; a4 tile Bou4 ~ ... ,..,.. .. tile ...,...,. ot 

u:r auob eo~u .. or ~"- tar tllelr aot\llll. .,.,.._ 

ot truel a4 rabala-oe, laol>I41D& tile expeue ot at~•danoe 

at -tlJI&a ot tba Bou4. 

), Ia oe.ny1q- lU tuaoUou tile lo&r4 1a autllorlzet 

a4 41reoU4 to naU ltHlt ot tile ...nMe ot 4.,..' te, 

bveeu -.4 ..-olea ot \be Oo••• t, u4 to aooepl ~lla~ 

ao4 -~ta4 aerrt- ot aolo ~ta, lnzreeua u4 

aaeolea or to ~ tile aobolalat:ratlft G;paH• laeurreol tberel!J. 

AU aoOOWltla& •4 &4alalatratl• • t\JDoUona ot tba Boer6 eball 

be pert....-4 'liT tile ~t ot tile 'l're8•111'7· 

4· ,.... Boer6 •ball - JIO'f&r to -· l"'ll•• u4 replatl­

to O&rrT ""' tlloo ~ ot •14 Aet a4 tlola OJoMr -.4 to 4o 

all otller tb1JI&8 .... -•Ill~ ._...,. to pertara lta r-u .... 

!Ill 'llll'D llllllll, 

., • 1940. 

Cop184:-
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Vllder lila law of 1916 ad wUbout tile aNHalt)- for ~ 1'arU.er 
llcialaUOil, the Prea14at llu an ap u AdrteoJT a-1aa101l tor tile 
Co1111o11 of ••UOilel D.f .... • of •w• -.bare. \'heM ........ u.4 tile 
nbj ..,ta ua1pe4 to thea are u follon: 

Ill'. '1'1ll1u s. bu4a•, A4Y1aor Oil la4uatr1e1 Proc!uotiOD 
Proa14•t, Oellerel llotora 

Corporat1on 

Ill', l4war4 ll. 8htt11l1ua, Zr. , A4T1aor oa laautr1e1 ... ,eria4 
Clla1rMD, Boar4 of Dlreotore , 

1Ja1te4 statea MMl Corp. 

Ill'. 81411111 Bn,_, .urtaor oa :lllplor-t 
Pr .. 14•t, Awlpwted Clothill& 

lforl<ere or .berioa 

Ill' , Claeater C, Darta, 
lleoober, Boar4 of CJo'Yeraore of 

tllo J'e4orel Reoern 11)-atea 

Ill', Leon 1101114eraon, 
0o1a1 .. 1onar, Soour1t1eo lll4 

IXolllllgo eo..toeiOD 

Ill'. RaJ. pll llll44 • 
Director, .beriolll Rail...,. 

J:llcia•orU& AaaooiaUOD 

Mi11 Charlotte Carr, 
U..4 • ••14•t ot lllall -

.urtaor on Price BtaiiUizaUOD 

!be l'rel14•t llu let 1111 1ll tile 'lhl.te Bov.M, 1ll aooor4anoe wUb 
tllo 1XM11Un Order of Sep\- 8, 1939, \be Ottioe or - -• 
...._......,, OD4 11u appo11lte4 '1'1111aa a. Jlclla7D.ol4a 1ll •bora& ot tbat 
ott1oe , Ill'. lloRIIJ'Il014e will a1ao act u S..nt&JT o.r tbe CoaoU ot 
lat1oae1 Dof•M lll4 ot tbe A4TieoJT c-.t.oaioa. 

'I'll• Covaou ot •uODe1 Dof••• 1t1e1t, 'llli ob llaa "- ill -­
tllllled eX1n••• 11Doo ito oH&UOD b)' law 1ll 1916, will -t11l110 to 
oonlllt witb tile Prea14at ·-war 4eairab1o . \'bet CowaoU bo11lc 
OO-ed exoluin~ of llalobere of tba Cobiut, U ia probeblo tbat 
•tter1 pertaill1Jis to all tbia wort will be tat. 1U> at t ba ~ 
Cablllet -inga. \'be A4TiaOJT c-taaiOD, tbeHtore, will be, 1ll 
ott eo\, tbo prilloipal """' for tbe --c-t u4 ooor41uUoa ot 
tile proc:raa for ap&D'I!ng illdu.etriel pro4uot10D. 

Copied: -
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001111011. Of IATlOIW. IIU!NIII 

oader elltborl\J or ~loo 2 ol \ he Aot or AQcuot 29, 

1916 ( )9 lte\. 649) , t be o-ou or Ja Uoaal llefeuo edopto, 

ellbj oo t to the approYel or \ he Proeldoo\, \he to1lo• l •B 

rulu ud rel"laUoae tor t ba - dut or h e workl 

l eo\100 1o 'file Al!YltorJ Coaleo10D proYidad tor 1D 

8en1oa 2 or t ba Aot or All1"8\ 29 , 1916 I )9 8tet. 6491 , 

on Price ltob111oaUoa; ao Anl oor Oil Trcopol'\a\1ollj and 

ehall be 1D obar1e or aod reepou1blo to t ho CowacU tor 

t1e14. 

Prot14• t 1D charp or the ort1oe tor IMrpaay l&aasoJtn \ 

lo tbe l:uwUTe Ort1ce or tile Preeldn t lo barabJ 4 .. 1.­

aated u a .. ra~ t o the Cowacll ad t o t he A4Y1aory Co .. 

alaelon. 

a .. uoa ). ~be l eoret ary t o t he Couao11 a hall pro•lda 

ou1tob1e oad aeoea .. rJ pereoDDol , tllppl1oa aod f ee111t1ee 

tor the A4TUoz)o Coeeoleal oa ead 1 U HYe.ral .-~>no ""' tor 

eoob oxperto, ·~•e1el a4T1aor a, or ot bor eubord ino\e bodieo 

u t iM> C:O.oU &I!J troa u. .. t o U M -~ u der t he pro. 

Yl e loaa or aal d haUoA 2 or t he "" or , ...,.., 29, 1916; 

.,d lie a hall per f OZll n ob ot h~ 411\1 • • • • t he CoiiDO U ..,. 

4-lreo\ . 
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IIILE .&liD DIJUft(ll8 

1la4er atllort'T ot S.niOot I ot tile .ut ot ....._.. It, 

1916 (lit stat. M9), tile O..oll fill W.Ucaal n.r- .-o~e , 

.U.J- to tU qpooftl fill tile Pl'N14•, ne tbll.M' .. 

ftlee ad l'OI&IIlatica• nw •e eolll.n fill tte •*' 
8eetica 1, fU Aftieol!l' o-t.eaca pi'OYUeA tor 1a 

leetica I <1l ae .._. <1l ..... 19, lfU ( lit Stat. Ml), 

aMl.1 M 1 1111 .. <1l a .u.t- a :Da,....r1.i Proaot.tca; 

a A4rteol' ca ~rial ••enale; a A4'1'1eor ca Labor 

l~Qpq; • · .wrteor • .Apiftltual PIOlll-; a .&4'1'1eor 

oa hl• 81•M"m1ca; a A4'1'1eor oa tr.aeportatioa; a4 

a .u.teor ca C'ae••r Pro$eatloa. ... <1l aela IIOh'ieore 

Qall M 1a eUl'p <1l 1M J'Nl)OU1Ue to tlla Ooaal rOl' 

lanatJ.c-tioa, _..., &4 la'li&U7 1a IIU ·~-

a... a. ftll -'tlltalnnt1.,. £Mlnen to tile Prea14• 

1a Olleae ot no ottl" tbl' -re--7 --~ 1a \M 

..... UTe ottiM or tile hM14at 1e •nliT ._,.._, .. u 

S..l'ft11J7 to tile OoDe1l a4 to tile A4'1'10017 c-iee1oa. 

a... a. ftol •-IIJ'T to th o-11 lllall ,...;,u. 
8011\Gle .. 4 aeuneJ7 ~. IQPU•• a4 teoi1Utl .. 

t• tile Aft1110J7 "-•alca a4 1U --.1 ....-.. a4 r,. 

..... .,......, ~al etrteore, w ••r ~ ~ .. 

u tile ~11 .., troa t1eo to Uae -~ D1eor •e JII0-

'1'1U.. or e.14 a.atlca a <1l tile .t.et ot Aap&t H, 1916; 
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... be 1111&1.1 perflla •*· o\llu .. u .. u tiM o-11 
.., 41reet. 

a... •· "' a , • ., ., • n • _.. ~· mnnor 
ot •u ...._ ot ._ • ..._.. •T "'-' ell • .._. ot tH 

o-ou, ad ..u u ... ufie4 ot ao - ... toT tiM 

8MfttaJ7 ..... o-u. 
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SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON 

llay 24, 1940 

OONPIDBIITIAL 

'l'he Honorable 
Heary A. llorgenthau, Jr., 
Secretary ot the Treasury. 

In Yiew ot something I b eard yeeterdaJ I want 
to quote to you the following which I sent to the 
Preeident on II~ 18: 

•I would Uke reapeottully to suggest 
that consideration be giTen to ueing Floyd 
Odlua in aome important poaition. I know 
tram eonTerea.tione with him last tall that 
be would be willing to drop his buaineae 
and do &nJtbing to help in the oriaia . 

•He 1a one ot the moat i-ginative 
financial men in the country. He 1e not 
an operating utilitJ man, but be bad a 
lot to do, tirst as a lawyer and then as 
financial !11&11, .wi tb building up some ot 
the utilities, 

•Perhaps a good pl.aoe tor ba would 
be on the IJational Power Policy 001111&1 ttee, 
auuaing tba t it is to play an aportant 
part in expanding and coordinating power 
production. Hie ingenuity in helping to 
tinanee such a prograa would be inTaluable.• 

'l'hat 1e the only recommendation made by me aa 
to the use ot Odlum by the government, Attar I eent 
tba t memor&Ddulll I waa asked whether I thought Odl\1111 
could be belpt'ul to the government in connection with 
the aviation industry. I replied that, trom what I 
knew ot him, I tbo\J81lt hie ingenuity would be uaetul 
anywhere • 

.. 
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I did not , however, tr7 to rorce him on 7ou 
or an7one alae -- with respect to aviation or 
an7thing alae. 

MJ views as to hie uaarulnaaa to the government 
have not bean al tared bJ hi a proposed deal in connec­
tion with the Curtias-'Wright Compan7. b I understand 
that proposal, i t was negotiated between Odlum on be­
halt or Atlas, on the one hand, and the orricera or 
Curtiss-Wright , on the other band. If •~:~Jone aaserts 
that it was unratr to~ ot the aecurit7 holders or 
Curtiss-Wright -- a aubjec t on which I do not care to 
express an opinion -- it would be ditricult tor him 
to maintain that that untairneaa (aaaumtng, tor the 
sake of discussion that it existed) diacloaed an7 
improprht7 whatever on the part of Odlum. The moa t 
that oould be said bJ an7one who felt that there was 
any untairneaa to an7 CUrtiaa-Wrigbt investors 1a 
that Odlum, in an arm•a-length bargain, was trrtll8 
to drive a good bargain for the Inveatora in hii own 
com~ny . w a propos on waa accep a y a ur sa-
1/rl t orriciala, subject to a vote of their stock­
hol ders , and was subsequently abandoned bJ mutual 
agreemant. I fail to sea that that rerlacta on Odlum•a 
abilities or integritJ. 

Sincerely yours, 

~ 
o~~i~.!· Frank Chairman 
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STRICTlY CONFIDENTIAL 
TREASURY DEPARTMENT 

IHTER-OF'FICE COII4114U NICAT10N 

To Socrotarr Morgontbau 

""'M l!r. Oocllru 

Mr. Pinoont, J'in&DCial Oouuelor of tho :Srit ioh Jilllbe.uy, call•"- on .. 
yuto~ noon, &nil ht.Ddoil •• tho attaohtll oo.mnl.cation, l!&ttil 11&7 24, 194o, 
conv¢11& a ,.. .. ogo froa tho Ob&noollor of the :Exohoquar to tho Soorotarr 
or tho 1'rta011J7. 'l'hio 1o tbo •naco ot whiob llr . Plnoont bail ginn .. a 
a111CU7 at aiWe:l>t . 'l'lmrt4&7, 11&7 23, eD4 wbich I •-h-"- to tho soo..,t&r7 
in a """o""""-""' written at 9 o 1olock on ll&7 24. I bail ba4 an opportwoity to 
illocua thio Mnor&DI!.ua witb tho Soorotarr at 10 o'clock 70otet'<!q aorn1ac. 
1 bail upl&i.uil to the S.orotarr Uat tho original plu bail bMD for the 
!ritlab .Aabauailor to uk to ••• t ho Sooret&r)' in orilor to prooont tbo official 
document, but that Pinout wu &Oti~~& in tbo .Aabaua4or1 o oteod, oinoe tbo 
doC\IIIItllt wu purol7 toclmioal. 'l'ht S.orot&r)' 1notruch4 M to recebo Mr. 
Plnaont. J'roa tbo ._.,. &I "" h&d recoinil it, the Soorotarr aaw nothill& 
to whiob tbo 'l'raa011J7 coulil obJect. 

Mr. Pinoont bail ooae orliJ. o:rplanatiolll to ll&ke W.n be 4ol1vort4 the 
ottlcial iloCU&IOnt to •· I e:rplaintil tho Seoret&r)'1 o inability to rooelft hia , 
lrut arranpil for Uniler Seoretarr :Bell to recoin the ho of u.o. Mr. Pinoent 
repeated to llr. Boll the reu.rko wbiob he bail aaile to •• in o:rplanation of the 
dOCUIIItllt, &nil to wppl-nt it, 'l'ht prinoipal point not aenUont4 in tbo doc'Q>. 
aont .,.. tbo ooDCorn ot tho !ri tioh GonrnMnt loot thoro aicht be a &Oft ill 
t!>e 'Onltod Statoo to rootrlot the aalo ot Unit t4 Statu dollar oocurl Hoo Oil 
thia -t by tho Brltioh &114 J'ronch OonrnMnh 1t Gro&t !ritain aboul.d tab 
tho propoud action towrd otopplng tho aalo oil tho Brlthh -.:lett of ooouriUeo 
owed bT no~t-reoidonto. 'l'bo :Sritioh roquaoted Socretarr llorpntbau1 o aoour&DCt 
tht\t be would. oppooo &DT w.oh aotlon on tbe part of the Un1to4 State~ it tho 
quootlon oboulil bo raito4. 'l'ht Britloh bail preferred. not to Pllt thio •ttor in 
vrtt ing, 

I t old Mr. Pinoont tbat oO'ftral pobh in the •••ace would. have t o be 
brcnJCht to tho attention of tho State Dep&rtnent before &D7 ropl7 could be givOil 
by t he Socrotarr of t ho 'l'r .. w.ry. lie nnilorotood. t hio, 

I aloo noted. that parocnPh 9 raioo4 a qv. .. tion which I 414 not thillk 
could be rooolftd. in 114.......,0 , I I'<IG••to4 that the Soorotarr'• anawr coYer 
•ol7 tho•para,:l'llpht prior to waber 9, ad that w o!.pl7 nnilort.l<o to CO illto 
tboo q'OIIItlOA of tbo tpDtatioa of t.ho free rate with the J'oiloral llaoervo official• 
oftor an anowor -:r haft boon aa4e to tho coaannioaUoll. lla oaoatil oatiofio4 
vltb thio iilo&. 

After Mr. Pinoent'• ilopartiU'O, llo11ro. J'oloy, 1fhito an4 ller~t~toiD atwUod. 
tho docwotDt witb Mr. :Bell an4 11701U, eD4 wa t hen ware rocoiftd. by the Secretary. 
I t """acro•d that the lt&tO Depll:rtMnt'• rleYI abo1114 be aol1cito4, eD4 thet the 
f re&1Ur7 bll4 no obJection to the dOOIIMat ao rooeiftd.. 
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Tooto!UT &ftonooca I _, \liNe N»l .. ot ,.,. ••-.. to llr. Lh-
la tbo ~'-'of ltah 11114 .,.n • •"P'-Uoa 'ltJ hl.,a.o&o ot tb. ol­
.,...., •• ottea41DC lta reoelpt, -.4 of tile o-u. .. uoa llb1oll M4 ...., ct-
n 1>7 the ~ ~t. I to14 b1a tba' w woal4 aot _, tllueoa 
to tbo Jrlthll..-.117 'GUll w II1Cbt haft - ••-.. troa tM ltato Dopan­
... t . Mr. I.ln•ot ._.eve ,.,. o-.tloaUoa W'tllll4 'be of I""* lahron to,.,. 
offl4tra la llla :o.parlMat, laoludiDc llooN\&r7 JDal.l, 
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(Ban4o4 t o Mr. Cochran by Mr. Pinaent at 121 

Please g1•e following message r ro• 

Chancellor or the Exchequer to Ur. Uorgenthau. 

'Ire have at no time a1nce imposition or 

exchange control sought to obtain a compet i t i ve 
• 

advantage tor our exports by trading at a depre-

elated free rate . We have now decided t o take 

steps with a view to conducting whole of our trade 

on the basis or otricial rata or exchange. 

2. It was with this object that we concluded 

payments agreement with Argentine, Canada (?) end 

other countries. Apart from our t rade wit h 

sterling a rea, our trade with french franc area , nd 

with countries with whom we have concluded payments 

egreement sA is conducted on basis or official rate , 

end we have now decided to take s tep designed to 

place remainder ot our trade on beals of off1c1el 

rete. 

3. ~e assu=e t ha t Un ited St ates Go•e~ent 

would not wish to conclude a bilateral payments 

agreement with the Un i t ed Kingdom, e nd accordingly 

we intend to invoice all exports from the United 

Kingdom, and if poseible from the ~bole of the 

sterl i ng area , to Unit ed States end dependencies: 

(e) in sterling bought against dollars at the 

official ret e f rom our exchange control, 

or 

(b) in dolla rs. 

4. ~lth other countries, end particula rly 

w1 th exchange cont rol countri es , our policy will 
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be that sterling a ree exports to t hose countries 

should be paid t or in sterling accruing troo their 

exports to sterling eree; r a te of exchange between 

London and t hose countries would be based on otticiel 

price of gold in London . 

5. The decision tha t exports rrom the s t erling 

area should be no longer peid in tree s terling, it 

it s t ands alone, must tend t o ha ve s depressing 

effect on free rete. This in turn mi ght well lead 

to evasi on, so that pert of sterling e ree exports 

would continue clandes tinely to be paid t or in tree 

sterling . In order t o mini~ise this danger we 

regard i t as an essential pe rt or measure which we 

p ropose t o teke thet we should do whet we can to 

reduce supply of free sterling at the same time ea 

we r educe demand . "le recognise thot in present 

circu: stences rate is bound t o be ~overned by 

political rect o r s quite ee much •s by tinenciel end 

econonic fact ors. 

6 . ":e have therefore decided t hat \'08 c:ust 

prohibit sale in this merket or securities owned , 

by non-residents. ~le take t his tempora ry measure 

with the greatest regret but ee we see it the only 

alternatives would be: 1. Danger or a very consid .. 

ereble further depreciation of tree rete ; 2 . The 

unrestricted transfe r into foreign exchange or 

s t erling obta ined by non- residents throueh sale or 

securities. s uch transfer mi~ht consti t ute cost 

s~ rious ~rain on our stock or rol d ~ nd f ore ign 

exch.:~nse , ";hich ·~rou ld i ~., ir ~ur • ~ r 'l rf<>rt t o en 
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extent which , under present conditions, we cannot 

contempl ate . 

7. As a further measure to reduce supp~y of 

free s t erling we shell g ive fo reign exchange at 

official rates f o r current financial payments due 

to the United States, including dividends, interest , 

etc. 

8 . Chencellor of the E:l:chequer feels 

confident the t ~:r. t'orgenthau will underste.nd the 

necessity for these measures. Chancellor of the 

EJ:chequer hopes that llr. ~·orgenthau will feel able 

t o give hi m an assurance in this sense . 

9. '.'le hope that when these measures have been 

taken the United States Government wil l be able to 

assist us by arranging official rete to be quoted 

and for no quotati on of free rate to be published 

in the United States. Once trade between the two 

countries - and indeed the whole or a large pert of 

the trade of the sterling area - is conducted on the 

basis of official rete, end current financial 

transf ers are effected At t ha t rate , any so- celled 

free market rete ~~uld apply to a very narrow range 

of transactions (lege~ or illegal). 
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TREASURY DEPARTMENT 

OI'P'IC£ 01' n..& CHICP' 
u.a.aCMT~ 

lloaort.nd\1111 f or tho Soorotary 

Fr011 Chief, Secret Servioe 

WASH INGTON, D. C. 

llay 25, 1940 

The letter elated 1/.a.y 8, 1940, to 7011 fna D1reotor 
iiooTer, relatluf; to alle~ed donatl.an.o by &. P. GiamWli 
to the BUDd. 1.n order to ·~et llor&.,tbau" wu baud upon an 
lntervift of P. B.I. Agenta wit h 1/ax Ro&"" ""d Henry Uuchuld, 
Direotor HOOTer' a l etter at& ted that tho interview toot place 
on April 6, 1940, and you oalled ~ att ention to tho t act 
that :Si d&ya had elapaed bet oro the • tter wu oalled to your 
attention. 

I now find that the date 4prll 6th appearln& in that 
lottor waa an error 8lld it ahould have boon 11ay 6th. Thil 
error wae diacoTOrod 1.n atudyln& tha file of paporo rogardiq; 
thh 11t.tt er, Which file waa tumed aver to thla office by tho 
F. B. I . A detail ed report 1o in tho file dated May 6, 1940, 
li&Dt d by ~ent J. F. Pryor, 'IIIl ich indioe.tea that 11ax Ro•an 
oe.llod at tho looal F.B.I. office e.t lloOO &.u. on Kay 6th. 
J.Dother report 1.n the tile 1a dated llo,y 7, 1940, and relates 
t o tho roterenoo ot the matter by Agent J , !'. Pryor to Field 
Agonta s. L. liiohol o 8lld C. F. IADu.n, Who oallod at tho Ka7• 
flower Hotel "" tha afternoon of Kay 6th to i.ntoni- 11ax 
Roaan and Henry Unaohuld. An inquiry by aD Agent ot 111¥ ottico 
baa conti.-...1 the rogistrati.OD of RO&&D e.t tho Ka)'1'lowr Hotel 
!'rca May 2, 1940, to .llay 7, 1940, and that he waa not rogl.atorod 
there a t UJ;f other tt.. during the paat year. 

Tho tile i ndioatea that Henry un .. huld ~a a nry bad 
reputation: that he probably entered thlo oOUJ>try prior to 1913, 
1.n whloh oYont ho oould not haYo boon e. Go,..n U•boat o-or 
durin& tho irorld llar ao alloged1 that he wu indiotod at Chioago 
on llov•ber 16, 19M, tor -.kin& a falao oath before a natural­
iution oxaadnor, whl.oh indioaoont waa diaai .. od an April 29, 
lV35l that on July al, 1926, bo waa oonrloted 1.n llinnoaot& ot 
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o.~>eullDC tl6, 000 aA4 e-oe<l to trca ODe to teD,_..., ......,. 
1.Dc o.l.lloot tln ,-o.roa aA4 tbo.t he h&o bND lD'IIIl'IM lD oenrs1 
other &ll•c•4 r......u. lD 'rift ot hb •ztr-17 11&4 reoor4, 1 t 
1o bel1ne4 tb&t hb 11Uupporte<l •to-to obo\114 reoeiw DO 
ored.e:a.oe. 

I • h&YiDc tho. -ire -tter lD't' .. tic&t&4 o.t Loo 
J.l>cel .. &Dol o.t Chi~o, &Dol h&Te re4l11Mte<l tla&t •- b& ezpe-
4lt&4. You wlll be p~ &4Tbe<l ..,_ r-P' ot report& 
trca the tiel4. 
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!18111 

Secretary or State, 

Washington. 

41, Nay 25, 3 P• m. 

ORAY 

Milan 

Dated May 251 1940 

Rec 1d 10:10 a . m. 

Today1 s merktt indEX 210. 47. VolumE 831 350. 

i.IIU'ktt wtak and _pricEs dEclinEd materially on -
n~a latest polit i cal dtvtlOpmEnta. -- SHOLES 
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P.AJW'KRASJ: OF TJI!T-&GJW( RJ:OUVED 

FRQU Aaerican Elllbaae:r, Pari• , l'ranoa 

DATE! Ha¥ 211 I 1940 I 15 p .•• 

NO.: 882 

FOR THE TREASURY. 

· 171 

Tod&;r Ruerr and the Oounaelor or the Embass:r had 

lunch together. Ruerr told the Oouneelor that although 

the note circulation had nov reached 162,000,000,000 he 

wae not worried a i:out that phaae or tinanoial affaire. How­

ever, the uneatietaotor:r attitude or the Br1tiah with 

regard to exchange control wae a aource or vorr:r to hia, 

He said that he might go to London tomorrow to tey to 

persuade the British to adopt a more firm pol1o:r on the 

•tree• rate or sterling. In hie opinion it is unfortunate 

t hat the franc should continue to be tied to the pound. 

He said that there ie poetUval;r no good reaeon tor the 

rrano being quoted at other than the ortioial rate in 

New Yorlt. llhould there be adopted a more rea11et1o pol1o:r 

detached troa the wavering hesitation pursued b:r London 

during the put rev aontha, then within a weak the rate 

abroad or 615 trance to the dollar could ba corrected to 

~.70. 

END SECTION OHZ. 

BULLIT'l' . 

EA:LVV 
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liT 

StcrE tary of StatE 1 

Washington. 

(SECTION TWO) 

882, May ~~. 5 p.m. 

GRAY 

Par1e 

DatEd May 25, 1940 

REc 1 d 2 :50p. m. 

172 

I'E said ti..! t ob•tl:>usly 11\nn thErE la as grEat a 

margl.r as at prEsEnt bE twEtn thE official t.nd frtt ratEs 

of thE f ranc thE tonptation to commit fraud on thE par t ot 

various and s•1ndry spEculators 1a a trong, 

RuEff also fEEls that thE amount of franc ExchangE 

nvn1ln ·•lt abroad should bE rEstrictEd, 

HE addEd with a chucklE that sino£ thE dEclinE of thE 

franc on "frEt" markEts to 55 thE dEmand tor gold 

wEdding rings in FrancE had quad.ruplrd thErEby indicati ng 

rl thrr an improvEd social trEnd or a imply that thE prEsEnt 

ExchangE policy is considErEd unsound, 

Rutff mEntionEd onE or two aidE ~1ghta in connEction 

wl th thE prtsEn t t r agic s1 tua tion which hE said quitE 

frankly is th E rEsult of yEars of bad govErnmEnt 1n 

F~•nnt'E , (END SECTI ON T\'10 ) 

BULUT 

PEG 

Regraded Uclassified



Secretary or State, 

1'/ashington. 

G:!AY 

Paris 

DatEd Hay 25, 1940 

Rec ' d 2 : 50p.m. 

C82, Uo.y 25, 5 p .m , (SECTIOil 'lliREE) 

' 73 

Ht nsittd le Ho.vrt and lloutn y tSterdo.y =d described 

tht i"iti!'ul co::ld!.tion or the thouoc.ndo of refugees \rl.th 

thei·• meag~r poostsaions mr.rchinG pain!'ull;; along the 

roar.lc , Ht b.l.d le=>rned tb.l.t the lllc.no.gcr or thE Bo.nl< of 

Fr~cc brcnch at Lille h:!d been ordered by the prefect 

to le:.vc on two houro notice in connection with the 

gcnc•·al tvo.cuation , The m::magcr b.l.d one truck at hJ.o 

CispOO~ ~~d OUCCEEdtd in rtlllOVin8 to REnnEO all of thE 

bo.nl< notes ~ the b~-nch end moot of tht Eooent~ 

recoN.o ~ut wac obli gEd to leave came itEills btcauoe of 

reo.oono aboolutEly ocyond hio control , HE fElt himsElf 

<'.1 C3r:l.Ctd end cCI!llllittcd ouicid£. c.fter his arriv~ a t 

Rueff c::id th.:>.t thus far o.bout ttto bUlion Belgian 

franoc hc.vE bttn cold in Frc.ncE by the rcrugeeo. 

(EifO S~CTIOl: Tfu1£E) 

PEG BULL ITT 
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Secretory of State, 

liosh1ngton, 

GRAY 

Dottd Nay 25, 1940 

Rco'd 5:50 p, m, 

882, May 25, 5 p. m. 

(SECTION FO'JR) . 

'l'.lt bonks .... :Jtinur as bc1"orr to occcpt them o t the 

r otc ,r 144 French 1"rancs 1"or 100 Belgian .r~oncs, but 

undoubtedly many un1"ortunate individuals have accepted 

sacrificE rates ot the hands or smell tradesmen where 

they were unable to obtain bonk 1"aoil1tics or btaousc 

of thE restrictions on the amount of BElgian francs the 

banks r.n y Exchange for 

su Etlbasay 1 s telegram 

individuals or 1"amilica (pltssc 
(796?) 

No , 696, May 21, 7 p. m. ) , 

174 

'I'I:c Bank of FrancE bas instruc ted the Paris b:lllks to 

rc~o in open this aftErnoon to oooommodatc clitnts desiring 

acctas to thtir safe deposit boxes and to cnsb~E Belgian 

rcfugrrs to change thEir money into francs , Skeleton 

staffs will be on duty tomorrow, PEOroc of the National 

City Bank said that no orders Yltrt rcodvcd odv1a1ng the 

banks to bt ready for any emErgency, (END OF MESSAGE). 

ilULLITT 

NK 

Regraded Uclassified



ft\Oill Aaer1ou Oon.ul.a~e ~Deral, Japlu, Ital7. 

DUJ:: lla7 25, 1940, 11 a,a, 

110.: 103. 

Referenoe 1a •de to the De~Mnt'e tel~ 

DO. 95 of Apr1.l 2'1, DOOD, 

The f o11owi.Jlg oi:I&Dgu h&Ye bea •de 1D the 

eohedllle of aa111nge of I tal1aD et-re troa laple e 

for New York: 

June 11 - Rex. 
June 13 - ~'t!f. 
June M - We 8&Yo1a. 
June 27-~ 

BOIIIAJf 

Regraded Uclassified



STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT • 76 

INTER.OFFICE COMMUNICAT10N 

To secrotarr Morcenthm 

••o" Mr. OoohriD 

Mr. Leroy..:Seo.ul1ou called on ,.. yeoterd.,y at 1 o ' clock. Re vu pe.rticularly 
lntereoted. in tho ~ootion ot otopp!D4 the importo into and oupervioing the oalo 
In the trnlted Stateo ot an:r oecuritleo vhioh aisht be oehed in inftded countrieo. 
I told hi• that we had been otudTing this ~eotlon aetivo17 and. that a aeetl ng 
or our off icials vlth the S.J:.O. group -s to bo hold ,..sterda¥ afternoon to go 
Into t he ... tter turther. 

Loroy..:Soaul1ou also mentioned to • the Interes t ot tho JJ.lio4 Pllrcllaoln4 
il!oolon In llow York In aet1116 that s0110 ono ouuldo ot tho lletherlands vlll han 
authority to 4rav on tba gold account ot the llotherlando li&Dk 1n t his country. 
Ol>Ylou.tl7, t he Pul'Cbaolng Co=laalon hopes to ban tho Dlltch t;Old put i nto tho 
.lUled pool. I told Leroy-Beanliou that tho ~stlon ot .,.thorlty to draw on tha 
oecoW>ts ot tho Netherlands Bm>lc vu one vhich concerned the l'odoral Reoorn li&Dk 
or !law York dlreotl7, and that I underotood the Minister ot the Netherlands .,.. 
In dir ect contact vlth the Hew Yolik: bonlc on tho general oubject of tundo ot the 
~otherland.o in that ba.ak. 

I 

* -

Regraded Uclassified



STRICTLY CONFIDENTIAl 
TREASURY DEPARTMENT ! 77 

INTER.OF'FICE COMM UNICATION 

To S.cratar,r Korcoat~ 

••o" Mr. Oochru 

Dr . Leo :Panolllr:t baa telephoaed .. trca tbo State !l.part•at that a 
t...U co•itt .. h to _, 1a hie ott1oe, Rooa 296 1a tba State llapanMat, 
at 3 o' clock oa Kondq, llq 27, &ad that I • expected to btl praHnt. I 
told Dr. Pnn'ololq that I we DOt _... tbat I had boea -acl to ezq Joiat 
co.-1 tt••· Re 0&14 th1e - tar had 'btooa dhcwttacl b7 S.ontar1eo Korceat"*> 
OAd llllll ea4 tbat ba ~rotood Dr. llan7 11h1to aDd I ,.,.. tba two repretat ... 
t1Tn to co .. troa thoo !'rNftr7 Dapan...,t, Io th1o correott 
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STRICTLY CONFIDENTIAl 
TREASURY DEPARTMENT ! 78 

INTER-oFFICE COMMUNICATION 

To Sooretarr Mor,.nt~ 

""oN Mr. 0 oobr&D 

Dr, J'tlt ttltphontd •• ;reoterdq to learn vluothor ,. had opolttn to tho 
Frenoh 11114 Br1 Uth 1n reprd to tho1r sold. Rt aa1d th1t wu al.Jooot u 1 ... 
port""t ao the Br1t1th ...,..,., I t old Jeh tho.t th1o queot1o11 had coae u.p 111 
rtf co11nroat1on vlth P111ttnt &llcl. that h1o hbaoo:r bAd broached tho nbjoct t o 
the GoTermatllt 1n Lollcl.on, bllt had had no repl:r to tho Mt~, P111ttllt wu 
~r tho brprno1011 tbat a conaicl.erable ...,.,.t of solcl. had bon OOD?O;rtd to 
c.....u. 11114 t ho& tho Brltlth would be o11t1rtl:r ale rt t010arcl. r1110Till& both sold 
011d oiiC\l.rlt1to 1! a crlolo ohould threattll. .lt for tho J'rOliCh, "" are anro 
h oe tho cabltc;rat tbat otepo ban bee11 Ul<tn to rtaon solcl. froa Parh &llcl. 
the balllco baTt boon dul.:r ..arned vlth reepect to oecur1t1eo, etc. 

J'tlt allr:td ae to brlnt; t h1o •tttr to the attont1o11 of Secret&rT Morcontlau , 
and he oaid ho would, 1n tur~~, epeelc ~111 t o Secrotar;r !lull b the prealeeo. 
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STRICTLY CONFIDENTIAL 
179 

TREASURY DEPARTMENT 

INTE R-OFF1CA: COMMUNICATION 

ro Socrot&ry Morcont~ 

••ow Mr. Cochran 

Mr. XAolo:o told • b:y tel ephone :rootordq tb&t the J"odtral. R""'"" :Suit 
ot lfov York he4 paid $26o,OOO to tho Chooo :B&nlc tor the ..,count ot tho It&Ua~~ 
ixc~ Inotltuto, repreoent1q procoodo of cold o&loo made b7 tho Buk ot 
Hol7· 

Hr. I nol<o added t b&t the Gwtzant7 Tru.ot bad recohod ill.oti'UCUono troe 
t te Hallen bchlaco Inotltute dnrlq tho lut tov dqo to ooll l"rach traDCe 
end otorllq. '!he Cb&&t lluk vat &loo e&rr:rinc out ordore troa It&l7 to toll 
f ranco on thh urltet. ~ vat ••lli.Dc both otorUq - truca here. 
Mr . lU>ol<t at ate4 th&t tho J"tdtr&l RtatrTo Buk bad recohwd a C&ble :r...- the 
llatlonal :Buk ot lluMAia to crtdU $l, llJ,OOO to the Buk of It&J.7, for th& ac­
count of the It&l1en lixcb&q& Inot1tutt. Tb& :BIIIIlt of It&l7 h&o, 1n turn, aol<a4 
toot tho oua bo paid to tho Oh&oe Buk. 

llr . Inol<t r oterred to a connroatlon vhlch he he4 heel vlth tho Bellk ot 
tlljlland, quot1ns Bolton ao oqiq th&t tbt:r nro prepared to be boabe4, but 
thot they t housht thlo would not tranoplro. 
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TREASU RY DEPARTMENT 

INTER.OFFICE COMMUNICATION 

DAT& :tlaJ' 25, 19~. 

To SocrotarT llorcentbau 

FROM Mr. Cochru 

Mr. Loro,..:Deo.ul1ou, l1nanc1al At\aoho of tba J'ronch bhoooy. telephoned 
•• tbio aoru1q troa llow York. Be raterrod to the plan for cro&Uilc one or 
two corporaUou in thh countq to own powder pl&nto for the Allioo. Be 
aokod the epac1t1c cvuot.lon &o to whether tho State Doponaent WOill4 han IAil:T 
obJoctlo" t o hia. Loro;r-.Beaull.ou, oitUq o" thio Board •• a ropreoe .. taUTo ..t 
tho JloeDCb 0oTo1'11111"t• notwithot&Zld1q t ba faot that ba 1o .., accrodUod 
Jloonch J'inancl&l .1.\\acba and en,lo7a dlpl-Uc otatuo. I told Loro;r--'lllien 
that I wo'llld take thio •Iter vp at onco with tbo Stato Dopart.-t. and ciT• 
blo a quick repl;J, oince he couiderod t.bo ClUIIOUon arcent . Bo told ao that 
be tbo,Pt Ill'. Par"rlo ha4 alr.,.q let. the State Dopar'-nt know, ... , likol;J 
throucb the !raaenq Dopar-nt IOf tho cenoral plan for eot&bliobiuc ono or 
tw corporauo,. for t.he aboTo aonUoud pvpoou • 

.l.tttr oloari!IC w1 th Phil lOUD&, I telopbo"od Ill'. 11oft at ill tba Dopartaent 
ot State aod.poeod. tba quoation • 

.l.t 12115 llr . StMl e:r loodw.rcl., Aoehtant Chief of tba Protocol DiTioion 
ot the Del)l'rtllo"t of State, telephoned. •• in roprd to thio Mtter, which b&4 
b.,.n referred to Ilia b;r llr. llottat. llr. lood..-4 etatod that ho bad cona'lllted 
aeveral 10ff1cere. Md tba general cpiuio" •e that there would be "o obJocUoa 
to Mr. Loro;r-Beo.uli.,. oon~D« ae a dlroctor. It •• roquootecl., bo•OTer, that 
tb.h q1101Uon be nt.i tt.od in wr1 Unc thro,P tba J'reDCb J.abaoo:r to tho 
Deparbent of State. tor • toraal. 4oc1oioa • 

.1.1 12125 I 01141MYorod to roach llr. Loro;r-Beo.uliou b:r tolopbono in lin York. 
but be had latt hio otfico. I loft word tor hia to tolophono •• on llonda;r 
.... IOlq. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT . e· • .L 

INTER.OFFlCE COMMU NICATION 

OAT& ICq 25, 191lo, 

Mr . Pill .. nt, tho J'1-1el Counoelor ot t ho :Br1Uoh •b&oQ', tol4 ao th1o 
aornln« 'b7 tolophOIIO that ho had be• hlld.DC With hio Allbeuo4or 1A rosan to 
the oUuatlon r1 o111C troa tho tact that tho1r official oeloo ot dollar 11C111'1Uto 
ue at a otudoUll, ao a rooult ot tho otocll: aar!<.t oHuatloa 1A t h1o ccnm\"7, 
He l&id t h1o aq aaturell7 rooult la tho aecoooit7 tor 1llcroaood oeloo of col4. 

Pillooat oa14 t ho quooUon aaturellT - to h1a a o t o wbothor tha'o at&llt 
bo the poooibl.lHT ot borrovilac acataot th1 o 4ollar o1C111'1Uu aa collahrel 
11 u a1~t " · - ]lhTo1cell7 illpoutblo to cot col4 ont ot bcJ •n• ntttc1•tl7 
rapl41T t o atot tho aoocl tor dollaro in th1o ccnmtr)', Bo r•1n414 ao that co­
trecto t or llrlthh purchaooo on t h1o aar!<.t require caoh PIIJ'US, l!o •• co­
eeme4 loot th1o quu t 1oa atcht poo 111>17 be- &ell\o attar Coacreoo a4Jourae, 
oll4 whOil 1 t ai«bt bo Utticult tor ..,. action t o be t abn 111 tho abuaco ot 
coDCI"oulonel .,.thorhoUon or apprOYOl. 1 tol4 Piaoat that I thCIJICI>t h1 o 
quoaUon a1&1lt be Juot o little ta.r totcbo4, oinco I thoupt tho llr1Uoh , undor 
prooent c1rcwutancoo, would tab all procauUono t o ohip onoup cold out ot 
their coWitr,. to a aota ploco to aoot all pout blo •orcencioo, aad to prooone 
tbh otoro ot woel th ~not 8D7 happoa.liiC•• Pinooat h llOt avaro ao to how 
ouch cold tho llr1Uoh haft oh1ppe4 t o Caaa4a or how IIIICh h '"'" beliiC coa.,..,.o4 
out , Bo v011to to lr:noY whether h1o •booo;v ohould raioo tho cra-oUon ot borroviDC 
ecalnot oocurltiu with the SocrotOr)', or whothor thh would be 1aopporhao, 
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TREASURY DEPARTMENT 

INTER.OFFlCE COMMUNICATION 

DAT" llq 25t 19110 

,-ROM MJ" • Co ohra& 90N r=-1 DENTIAL 
lD 11cb~ ~n4lJIC, oterlliiC adftDOed ~r .. aa opciDC reto of 3.19 to a llicb 

of J ,20-J/8 late 1a the aoral.JIC, !he c1ool11C qutatloa wao J,1')-lj/S. 

Saloo of opot otU"1lac ll:r the eh: rop ortlJIC lout. totaled 1.162,000, ~ra. 
t ho !oUoviDC OOIU'COII 

J;r eo•erct.al. co.aclll"'la .. ....................................... . ·' l.b, OOO 

JJ torelca baata (Jarope) • •••• ••••••.••... ··············· ·····~~~ 
!otal ••. 

Pvcllaoeo ot opot oterl1DC aao .... ted to 1.166,000, ao hdlcated below: 

!7 c~•rclal coac.erea ••........••••.••••••• ••• .•.......•.•••• ··' 
IT toral.p baata (7..- Jan) . .......................... ...... .. 

!otal .. . 

Tho Ollarut7 Truot Oo8J1&117 r eported that it !lad ool4 cottoll blllo totallDC 
M,OOO to ~he llrlthh Colltro1 Oil the 'baolo of the ottlclal rate of .... 00..1/2. 

Dnelop.,. to 1a the othar lllportaat CIU't'..,cl .. ,.,.. a o ~ollowaa 

!he l'raiiCh trau lJiproTed troa ,0180-1/2 at the opciac to ,OlSl-3/-... 
!ho tiDal qubUoa wa .0181·1~. 

!he hlee true aned ot~ to a 1w ot ,2239 1a a TarT thh aarbt, 
H nl>oeq~>•Ur illprond to close at , 22112, 

!he c-dlu dollar coatlaue4 to vaeka to4q, touctnac a aew record 
1., ot 22-1fl+f, 41aooaat 1a the 111U.ra111C• !he cloelac 41acollllt vao 
21-7/rf.. 

!he lire aa4 the nlch-.rk van vachoDCed all 4a7, cloo1ac at .0505 
aa4 .-..ooo reopeotl ... lT. 

!he ,_ ratoo reoelTed fra. IIIIa""'•' van ..._1/84 aa4 '5-1/2,, !heM 
vera udw•cM fro• 7e1\erd.aT•• quotat1oaa . 

!he 41eoowot ~or tho Cubaa p .. o aarrova4 turthar to 9-Jfllil., !he lle:doaa 
puo wao 'lliOChaDCed at . 1672. 

!bore ,.,.. ao col4 t.........nloaa ooa-ted ll:r u '"-· 
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CONFIDENTIAL 
-2- 183 

-...uoc "' o~oati ... t o.......s..t \o u \o4q 'T tM lww Depu-'· 
\be follewiiiC pU ehl,_.,. ION 'lleliiC ... . 

$ 56,000 troa hjrlaM, 11111ppa4 'T JollaMa ... ,_,., LoMoa, \o Barolqa 11a1t 
]), 0, 6 o,, ... Toft. 

116,000 troa !bailaad, ehippo4 'bT tiM 14\olle Ool4 WS.o holo'T, S....tll '!llallaM, 
-~.,... \o the ObaM .. ,1011&1 llalt, lew Toltl:, 
fio2,()oo to\&1 

!ho a)OYI lhl'I'M•'• wlll - · ao14 .. tM 11. a. ""- otfloo ., ... Tol'k. 

!Ill 4ollaJ' lqUYallll' of tM ll ..... q pll pnoe \o4q wao $JII,IIs, !'lp!'IIIDUJIC 
aa aAnliOI ot . 1. U Oft I' poWI'lq' • pioe, 
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lilt THI .. Ttln'M 8TMJn' 

WMHIHOTOH, o, C. 
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l!a:r 26 . 1940 

, Th1e 1e HY,Jr'e program on the taxes, when 
he h4d Blough and Tarleau at h1A houee, Sunday night, 
lla)' 26th. 

186 

-

i\ 
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' - ,_ .. ___ _ 

• 

-KENNEDY 

... 
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Beore~ ot atate, 

Wallblngton. 

RU8ll 

1.~7-i, K&J 26, 

London 

Dated IC&:r 26, 1~ 

reo 14. 10:38 a. a. 

PDaOIIAL .UII BOBEr roR SJ:ClRftARY MORGEimiAU A11I1 

n:c~ BULL. 

·192 

I ba't'e Juet qain , .. n eo•• ot t he Rolle Ro:rce 

pereo~l. and Lor4 Bea't'erbroolt. !he Rolle Ro:roe Co11pan.:r, 

with the appro't'al. ot Pr1ae M1n1eter Ohllrch1ll, whloh I 

bell .... e will be granted toda¥, 1a rea4J to del1•er to 

ae pereonal.l:r on X&)' twent:r-•••enth al.l Ule epeo1t1oa­

Uone and pl.ane ot the oollp&DJ. Hea't'J 80tor t:Nolt wil .l 

be t1lle4 b:r th• and I wonder 1t :rou ha't'l an:r 1deae tor 

torwar41Dg thaa hoae. fhe1r 1apor1:anoe 1e tre•endoue, 

ae I aa eure :rou oan well 1aq1ne. Ilo :rou want an:rthlng 

el11t 

fhe;r ba't'e •de, I bell .... e, an enor80ue oonoeee1on 

an4 I th1nlt we eboul.d ClU1oltl.7 a't'all our11lne ot 11:. 

Your 1net:No1:1one are awaited. 
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Sunday, llay 26 , lS.O 
7: oo r· ... 

(At Seer • Houaa) 

Admiral Towers ot the U. S. Navy, General Arnold 

a nd llajor Lyon ot the U. S. Arrrq , and Dr. George llead 

collabora ted with me in dr&tting the following message: 

To Ambassador ~enned)' 

Amembassy, London 

I a ll delighted with the progreaa !lade b7 70u. 

I am very anxlous to obtain the plans tor the 

Sp1tt1re and Hurricane. These plana should include 

complete detalls and speciticatione on the armor 

guns tire control equipment and the method ot leak 

proofing tor the two planes mentioned above. 

I also would like the plans and specifications 

!or t he Frazier-llash aircraft gun turret including 

contr ol mechanism tor thls turret. 

I also would like the plane and specitications 

t or t he magnetic mlne detonator as carried on air­

craft. 

In addition to this I would l ike captured 

materi a l incl uding the Junkers engi~e used on the 

German Junkers pl ane JU88 and t he DB model 601 

Ger man a irc raft engine wi th hydraulic suoer chArger 

and tuel injection. 

!93 
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- 2 -

I t 1s highly important thrt the plana and 

apeoit1o8t1ons ror t he Rolls Royce engine and all 

other ~lnn• and specifi cations a re of the ~ost recent 

~n~ or oven d~s1gn. 

PlPose send for :~jor F. 0 . Carroll and Lieut. 

Col. Gr~nd1son Gardiner a nd after ~hor1nr thee this 

meaa~-e deterni~e rroo them whether or not there are 

any additional items or i nformation which could be 

used by our Navy and Army Air Corps. 

Thanlt you for your i nvaluable asoi atanoe in 

t !Ua r!Vl tter. 

Kind r egards , 

H. !I. Jr. 
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~entat1Ye reYenue ••tiaat•• uaAer tbe 
propoa~d 8peo1al •at1onal Detenae ~ax proYiaiona 

10 percent lUper tax on 1939 1noou tax 
l1a'b111 tie a of oorporatioDI !/ ... ... . . 
10 per cent a~,~per tax on 1939 1nooM tax 
l1a'b111 t111 of 11141 Yiduala !/ y ... .. . 
1>1et1llad liquora (rate 1noreaa• troa 
t 2. 25 to t 2. 75 per gallon, wUh noor 
tax) J/ .............................. . 
Beer (rate 1noreue troa t5. 00 to t6.50 
per ba.rrel) 'J/ ........ . . .... ......... . 

(rata 1noreaae troa t3.00 to 
1,000 oigarettea with propor-

1noraaaaa on other to'baooo 
produot • ) "JJ ••.••••• .•.•.•....•.•.•.•• 
Gaaolina (rata 1Dora ... troa 1~ t o 3~ 
per gallon) 'JI ... . ................... . 

total. . ...... ; ................... . 

117 

91 

35 

35 

20 

197 

~95 

117 

91 

59 

~1 

m 

'rhe lUper tax 1e to 'be 1apoaed on 1noou ta.c: lia'b111i111 tor the 
t1rat taxable :rear 'beC111A1A& attar Deo .. 'ber 31, 1938, and 18 to 
'be pqa'b1a during the oalen4ar ;rear 19~. the a:a:aot 4&ta :ret to 
be O..tarained. 
'rha 111per tax on 11141Yiduala ahall not axond 10 peroent of nat 
1noo• raaa1D1ag attar deduoUag the ald.aUQ& reo.aral 1Doo• tax. 
!he propoaad 1Dore ... d ratea are to 'be attaoun t or one J•ar 
'be~""'DC at JulJ 1, 1~. It 18 ant1o1pated that 'b;r Deo~r :Jl, 
19 au ao11the oollaotiona of the liquor, bear aDd to'baooo taxaa, 
and t1Ye aonthe oollaoUona ot the paol1Da taxaa, w1ll han ben 
reoi1Ya4 at the 1Dorea"4 tax rat ... 
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1so 
__. C. taR.IO - 1011!1C. C. pug pe• 

(la .. us • • ~ tellan) 

•u.M&"Ml • ~ 'MITWUc _...n•U• y 
,_ }0, 

1;.o 
De-'ller 1, 

19'10 
l-r1. 

19111 
h\neJ7 1, 

19111 
llarell 1, 

19'11 
hao ,0, 

191>1 

1. Jlad&et oot l.aaW (rW'f'be4 ~ 
troeoorr baeo4 'IIPO• tettel\ ~ 
$2,55011) oxc1'1141114 $70011 .......-
two. fro• cro4H -acl .. ..a 
ucl'll41ac ad41Uoaal '-'»• ~ $II6Cit •• 1,700 290 2)5 15 . -~ -110 
l etlaa\14 wol'll:::l-c 'Mluoe ••••••• ••••• 

,., 1,195 1, 075 110 1110 m 
2. ~t utl.aatoo aa 'IUI4er ... 1 a1loft 

-' M41"C $7,oll a441 tlo-.1 e:opeDdS• 
hreo for •Uo-.1 tef- aa4 t)OC* 
tor relief ••••••• •·•••••·••••••••••• 1.700 290 2)5 15 -295 -110 

JaU•t•4 wort:lltc 'be1 • eoe • •• ••••• ••• 950 !160 770 1190 365 - 315 

J . ~t oot!.aatoo aa 'IUI4er ... 1 alloft, 
laol'1141114 $70011 rocapwro froa oro4U 
ocucloo 'ba.t ucldlac M41 u-1 
\&Zel • • • • •••• • ••••• •• ••••••• •••••••• 

1, 700 290 235 15 -295 - 110 

Ett1aate4 wortlac 'be'ewoe ••• • ••• ••• • 950 1,195 1,775 1,510 1,5110 1,-35 

\ . Jlad&et ootl.a&Wo aa -.r ... 1 ~"• 
oa4 1ac1u4lllc •10011 rtCO!Ptare '-
cro41 t -..aoloo a4 &44l"C 11141 Uoaal 
oxpoD41 tv.roo of $7,oll for •tloaal 
4eftDII aa4 $)0CII f•r reU• f • •. • • • • • 1,700 290 235 15 - 295 - 810 

JaU.•t•4 wol.'tE:lac ""''''" ••••• ••• ••• 
,., 1,66o 1,~70 1,1,0 1,o65 '~ 
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l!DI 

S.Oret&IT of ftah 

Valhlllc'oa. 

llq 26, 11 • ••• 

o.lC'IlUa 

Dah4 llq 26, 19l!o 

Reo 14 1012~ • ·•· 

l .tentac to D.,.rta•t'• telecr• of 11q 21!, I! a.a. ; 

aa4 llq 25. 12 -·. 

Lht of reetr1ch4 I!Oo4e 1ac11>4ea thoae cOTare4 

11114ar the followtac it• -bera of the Ia41aa C'llahae 

tariff& 5 (2) 8 17 17 (2) 17 (3) 20 22 (2) 2~ 2~ (1) 

2~ (2) 25 (7) 28 (11!) 29 (1) 30 (7) 32 32 (1) 32 (2) 

36 (2) 38 39 (1) lio (2) 112 ~ (3) .., .., (~) 50 (1) 55 

56 56 (1) 58 59 (2) 59 (3) 59 (I!) 59 (5) 6o (3) 61 (1) 

61 (I!) 61 (8) 61 (9) 61 (10) 63 (29) 71 (3) 13 (II) 

75 (1) 75 (J) 15 (5) 71 10 (1) 10 (2) 81 82 (1) '" 85 (1). 

Lh\ &lao 1ac11>4ea U&e followiac& ouae4 or lloUle4 

fl'llU, proprht&IT aa4 pahat ae41ota .. , ataUoae17 •• 

4aflae4 1a t art.U, lace •bro14eq apparel, haberiaahe17. 

auu ... ..,. aa4 4nll>&17 aot o\IIOJ'vlae opeolfle4 1a tariff. 

U lea other t haD pa01, eanhe-a, poroelala til .. , 

ahaet aa4 plate claa~, tahlware, uae\ pearla , 1!014 

plah aa4 col4 .ataoturea all aona aot otharwiae 

opeolftat 

197 
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• 

~- llq 26, 11 • ·• · , tr• CIIJ.CIIlUa. 

opecUh4 lll tarut , ..... uo ...._,., .- ,, ... , , Mhr 

.,..., Ulll •t:or lorrtaa bpo.rie4 CGIIplete , '~ r-h'•• 

aJ14 pu1o \h-"lf aJI4 r-1"41 tor \alki., aacUaoo aJI4 

but\ ono o\hor \boa ao\al, 
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1!.l!.Jr: 

Operator: 

l! .!l. Jr: 

Operator: 

H.M.Jr: 

Gen . Robert 
E. Wood: 

S. M.Jr: 

If: 

H . ~~ . Jr: 

If: 

H. M.Jr: 

'1: 

B. Y. ,Jr: 

W: 

H.M.Jr: 

V: 

B. l!.Jr: 

II: 

H. M.Jr: 

Hello. 

Ready with General Wood. 

Thank you. 

Go ahead. 

Hello. 

Hello, !(r. J.!orgenthau. 

How are you? 

Fine, thank you. 

Kay 27, 194o 
11: 42 a.m. 
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General Vood, I ' m calling up about Edward 
Broolr.a and I want t o lmov whether I can 
borrow him. 

s~, Mr. Morgenthau, he couldn I t -- :you know 
I'd do an:ythlng I could in th1e eaergeno:r 
but he'e a new officer, he's Juet on hle Job 
and he'• Just a fellow I can't r eplace a t the 
present time. 

Oh. 

Nov, Don could come down tor awhil e. 

Don who? 

Don Keleon. 

Could he' Could ~· oome down? 

I thlnlr. he could oome down tor avbile. 

What do you call avb1le7 

Well, hov long do you vantt 

(Laughe) I don't lr.nov. I'd lilr.e to l eave 1t 
open ended. 
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W: 

H.M. Jr: 

W: 

H. H. Jr: 

V: 

H.M.Jr: 

W: 

W: 

H.M.Jr: 

V: 

H. '~. Jr: 

11: 

lf: 

l! . l(.Jr: 

Y• • 

I! .M.Jr: 

- 2 -

Vall, if you want me t o, I'll talk t o him 
tonight, as far as the firo ia oonoerned. 

Would you do that' 

I think ve could arr ange it. 

I 1 ll have to plead a little ignorant. I know 
about Mr. Nelson, but I don't know Just vbat 
end of the business ha'a been doing for you. 

Well, he's been on the Advisory Council. He 
vas the aan, you know, t he President wanted · 
to get aa National Vage and Hour Administrator. 

Oh, yea. 

He's the one man t hat capital and labor could 
agree on. 

I see. 

He's -- he vas also down there with 
Vill iama on the N.I.R.A. and aoted as 

receiver for the N.I.R.A. 

Oh , yes. 

He 's also a ohe~at. He's our Executive 
Vice President and, val l , any one of your 
as sociates 1n t he Oovernoant could tell you 
all about him. 

Good. 

Hopkins , t he·Preaident , or any of them. 

I aee. 

He 1a a very t op notch man. 

I wanted somebody - - the rauon t hat I happened 
to strike on Brooks vas I wanted somebody a 
little bit With the engineering background. 

Vell, Nelson haa got a aoientifio education. 

He has. 
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W: 

W: 

H.H. Jr: 

W: 

H. !.!. Jr: 

V: 

H . !~ . Jr: 

W: 

H . '~ .Jr: 

W: 

W: 

B.H. Jr 

If: 

H.M.Jr : 

w • . 

- 3 -

He started in our laborator:y . 

I see. 

Origin.all:r . 

I see. 

So he has go t a scienti t ic background. 

Well, I know he enjo:ye a ver:r tine reputation 
but, i t-- let's put it t h ia wa:r -- if he's 
willing and :your firm being Wil l ing, do :you 
suppose he could be here Wedneeda:r morning 
t o see me? 

Well, I'll as k him and phone :rou back. 

Pardon? 

I sa:r I'll ask it he's in the buil ding and I ' l l 
get hold of him and phone :you back t his attar­
noon or wire :you beck. 

Will you wire me? 

Yeah, I ' ll wire :you. 

And -- but the ot her man ie out of the 
qu.eetion. 

'l'he other man 18 out of the que st ion at t he 
present time. 

A11 right , well t hen if Nelson i e i nterested 
and :you see the thought 18 t hU - - a good 
part of hU time Will be cont acting the 
Allied Purohaaing Board and aeeUting them 
i n their oontaot with t he Arm:r and Nav:r and 
other with other manufaoturere. Well , now do 
)'OU t hink • • •··•· 

•.••• • • no better man t ha t :you oould get t han 
Nelson. 

No better man. 

And 1t he wouldn • t ser•e, per sonall:r, l would 
lead those th1ng8 up . I would put it, t h e t il'll 
oan 8])&re :rou it :you' re wi111ng to go. 
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H. H. Jr: 

W: 

H. r:. Jr : 

W: 

!1 : 

ll . !~ . Jr: 

\1 : 

H.!·~ . Jr: 
tt . ,, . 

- ~ -

Right. 

But 1t he 1sn•t W1ll1ng t o serve h1mselt -­
there 1s no man that has a wider knowledge 
ot American industry than Don Neleon. 

Well, that's what I need, a knowledge ot 
American industry . 

• .•••• and who could recommend to you a man 
1t he couldn ' t do 1t h1maelt. 

You see hov he teele ------

•••••. I ' ll see h1m t h11 atter -- thiS noon 
and wire you t his a tternoon. 

He sounds good. 

.All right. 

'1'hank you. 

You're welcome. 
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!! .H.Jr: 

Coerator: 

!! . '!. Jr: 

Robert 
!!inckley: 

H.!{ .Jr: 

!! : 

H.!!.Jr: 

!1 : 

H.:.t.Jr: 

H: 

H . !~.Jr: 

!-!: 

H.!!.Jr: 

H: 

!!: 

H.Y. Jr: 

Hello. 

Mr. Hinckley. 

Hello. 

Hello. 

Hello , Bob? 

Yea, air. 

xa,. 27. 191!o 
3:1:0 p . m. 

I go t your message about Col onel Gorrell . 

Yea , air. 

I haven 't seen hi m since he was in here with 
you and I will not see him again. 

203 

Yeo. Well, now, t he t hing that concerned me, some 
ot the boys notif ied me t hat he was planning to 
t ake t he Administration apart in a s peech t hat 
he would make he ro Wedne oday at this Aviation 
Forum on our Administra tion' a policy on aviation. 
See. 

I see. 

And I don't think that we have to do business 
with that kind or people. 

I know we don't. There are a lot or people 
around cra~y to help. 

Yeah. t hat' s correct. 

So •• • ••• 

Well , I just wanted you to know everything t hat 
I knew • • ••• • 

Well , I asked you your advice. 

That'• right. 

He was recommended t o me b :r General Maraha],l.. 
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H: 

!!. I~ .Jr: 

I! . !~.Jr: 

H: 

!! . !4.Jr: 

1! : 

!! . !( . Jr: 

R: 

I!. J.! .Jr: 

R: 

I' . l~ .Jr: 

!i : 

1! : 

I!.!!,Jr: 

1! : 

- 2 -

Yeah. Yeah. 

so •••.•• 

Well, I got that story and I thought you should 
have it. 

I thank you and we will not use him. 

Fine. How are you reeling! 

Oh, I'~ all right. 

Are you getting better or worse? 

Am I getting better? 

Yeah. (Laughs) 

I ' m getting better. 

!hat • e f1ne. 

I get better ae the times get worse. 

All right. 

!hank you. 

More power. 

!hank you. 

Good-bye. 
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John 
9ul11Yan: 

H.M.Jr: 

9: 

H. Y..Jr: 

S: 

I! .M.Jr: 

S: 

9: 

H.l!.Jr: 

9: 

B.li.Jr: 

S: 

l!.li.Jr: 

8: 

H.M.Jr: 

9: 

Hello, xr. Seoretar:r. 

Ka:r 27, 19llo 
•:oil- p. m. 

Who do I look to on a queation of oontraota 
With Pratt, Whitne:r and Ourtiaa1 You or 
J'oleY' 

I oan take of it now that I'm here, eir. 
I'm working With Ohuok Xadea, who ia J'ole:r•a 
fellow, of oourae • 

. Yell, let •e be-- thlnlt it oYBr. t.et•a be 
honest with eaoh other, with th1a other thing 
ooalng along. 

I th1nlt it would be well to let Chuclt handle 
it. He haa 1t nr:r well in hand. 

Yell, then, I mean, it 1t' a Chuck, then I'd 
better tallt With J'ole:r, hadn't I, J ohn. 

I th1nlt ao. 

Because, eTidentl:r -- ia that a hundred percent 
88N•ablet 

It 1• entlrel:r, air. 

A hundred. 

lntlrel:r. 

Row it it isn't, aa:r eo. 

Wo, air . I 1 a perteotl:r agreeable. 

I thl.nk thle other thlng oom1ng now - -it' a 
golng to be a tnll-tliH Job and I want :rou on 
that, and I'll going to hold :rou on that. 

Yea, e.lr. 

Yell, then, I think that it ao11eth1ng ahould 
cOM up that Kead vanta to tallt to aoubod:r, 
I'll tell bill t o tallt to J'ole:r. 

Yea, I -- that'• atriotl:r a legal Job. 
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H. !!.Jr: 

8: 

H. !J. . Jr: 

S: 

!! . ll.Jr: 

- 2 -

A11 right . Yell, then it that•a agreeab1e to 
you l' 11 • . •••• 

It ie entirely. Now am I going to have a 
ohanoe to aee you tor a minute thia afternoon' 

Ah, yeah. fell MoXay and I 'll remember it 
myae1t, but tell Mao will you. 

\'hank you, air. 

Right. 
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H. V..Jr: 

opere tor: 

!l . )! .Jr: 

J. Edgar 
Hoo ver: 

l! . !f. ,Tr: 

1! : 

H .. V. .Jr: 

H: 

~ . ~. Jr: 

H: 

H . ~.! .Jr: 

H: 

P. . li.Jr: 

H: 

H. M.Jr: 

!! : 

I!. M.Jr 

H: 

Hello. 

Mr. P.ooYer. 

Hello. 

Hello, Mr. Secretary. 

How are you' 

!(ay 27 . 191fo. 
~:10 P·"'• 

Pine - - hope you are the same. 

I'm all right. Mr. Hoover, here may be 
another wild one , but I want you to look 
into it. 

Be glad t o . 

The whole program ot the United States Army 
tor pursuit ships is built around the 
AlliSon Engine. 

Yes. 

I mean, everything ie dependent on the 
.A.ll1eon Engine. 

Yea. 

Ve 1 r e having all kinde ot trouble out there. 

That's at Indianapolis. 

Yeah . 

Yea. 

And I ' d l1ke you t o look into the thing. 
The top t ellov•s name is Evans. 

STant. 

And the next h ighest name 18 ltreueer. 

J:1'8Ute~ 

• 

ZJ7 
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H.M.Jr: 

H.!l. Jr : 

!!: 

!!. ~! . Jr : 

H: 

R: 

? • '.f . J r: 

H: 

!!.!!.Jr: 

H: 

!!. !!. Jr: 

!!: 

~.M . Jr: 

!!: 

l! . ~ .Jr: 

H: 

- 2 -

lt-r-e-u-s-e-r. 

1(-r-u-s-e-r. 

And then the oh1ef engineer, Hazen. 

Hazen. 

H-a-z-e-n . 

Yes. 

Nov t here is aonething wrong out there. 

Yea. 

Ah -- as of t he moment, ve•ve had to atop 
everything. 

I sea. 

And the eng1ne· looks ao though it is a flop 
and our vhole purouit program is around t hat 
one engine. 

I see. Well nov that fits in, Mr. Secretary, 
v1th information that ve•d had. We didn't 
haTe these names that you had, but ve 1 Te had 
intornation tha t conditione out there vere 
Tery bad. So lliUoh eo t hat ve vera planning 
t o put 1n t here this veek an undercover agent 
from our Bureau t o vork in the faotory. 

Well, haven't you got anybody there' 

We've-- va•ve made the plant eurvey, but va 
haTen•t had one inside that particular t aotory. 

Wall, this thing-- t here's nothing-- I oan•t 
etreee the importa.noa t oo great that after all 
it this engine ia a flop , va have no pursuit 
lhipl. 

I understand. Yes. 

And theee are the t hree t op men 1n the order 
in vbioh I • Te g1 Ten them to you. Nov thl8 
1en•t a queet1on ot vorkmen. 

Y ... 
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H. " . Jr: 

H: 

H. '! .Jr : 

H: 

H. .".Jr: 

~: 

H: 

H . !~ . Jr 

!i : 

!!. l'.Jr: 

H: 

? ." .Jr: 

H: 

- 3 -

Now Evans tor twelve years vas the general 
manager or the Works in Germany. 

Yea. Yea, that ' s very eignitioant. 

Eleven years . Now he lived there ror eleven 
years in charge or Works and he may have 
becooe inculcated with some or th ia Nazism. 

That' s entirely possible. Yea . 

And • ••• •• 

We'll oheok all t hree or those men very 
thoroughly right away. 

209 

Wi ll you? It may be nothing, but the condition 
with this engine and the whole Air Corps' 
pur suit ahip program tied up, I'm terribly 
worried. 

Well, I'll have t hat s tarted right away and 
we'll also get somebody into that factory right 
away also . 

Thanks a lot. 

We ' ll work from both enda . 

Well, I'd get several men in t her e . 

Yea, we will. 

Fine. Thank you. 

Thanx you very much. Oood-bye. 
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H.M.Jr: 

Operat or: 

Suoner 
Yelle a: 

H. ''.Jr: 

II: 

!l .M.Jr: 

II: 

!l. M.Jr: 

li: 

H.~ .J'r: 

• 

Hello. 

Mr. Welles. 

Hello. 

Hello, !!enry. 

Yea, SU!IIIler. 

Kay 27 , 194o 
~:57 p. m. 

Henry, the Norwegian !Uniater oame in th1a 
afternoon v1 th hl'ht Balohen. 

Yhot 

Berht Blllchen, the tlier, :rou knov, vbo'a gone 
dovn to t be Anarotio Vith • • ••• • 

Oh, yea, I reme~ber. 

• ••••• . Dlok Byrd, and thiA is What be wanted 
to take up. He had been referred to me by 
Captain Collins -- meaeages that the Norwegian 
Government has asked to purohaee, it possible, 
trom 75 to 100 ueed pureu1 t planee trom the 
Aaerioan .lrlly or Na...,.. !he plane• may be ot 
someWhat older type, tor 1netanoe, the 
Ourt1Be P-J6. !hey muet be tully equipped 
v1 th arms and aooeeeor1ea. lluoh type a ot 
plane• aa mentioned vlll vall aerYe Norvagian 
purpoaea even it in the Onlted States they are 
ooneidered old l!lOdela. Payment will be made 
in oaeh on delivery. It 1e ot the utmoat 
importance tor the detenee ot Norway to get 
tbeae planes v1th the leaet poaa1ble delay. 
I called the M1nieter 1 e attention to the 
Neutrality .lot and to our neutral poai t1on 
under International Lav. He aaid that he bed 
been given to understand that in oerta1n oaeee 
theae planea oould be turned baok to the 
taotor 1ee and exchanged tor never planea and 
that then the taotor iee oould eell directly. 
I told h111 that he -• aak1ng 118 queat1one that 
I oouldn' t pouibly an ever •• ••.. 

Yell, I oan. 

2!0 
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•••.•• and I tried to get in touch Vlth you 
but you were tied up. 

Well, I can -- we vent through exactly the 
same thing tor the Allies. I put the thing 
up to General Marshall and he gave me a 
formal memorandum on these very same P-36•a 
saying why he couldn't do it ••••• • • 

I see. 

211 

•• .••• that the Army cannot epare a single 
plane they now have and t he President is 
sat1Stled that they also cannot spare anything. 
Now thle is practically the same proposition 
that we bad troo the Prencb. General Y~shall 
gave me a to1'!!18.l. meaorandum turning theo down. 

Yes. 

The Army cannot spare a single plane at t his 
time because we need it tor our own pilot­
training program. 

Exac t ly. Well , I don't see any reason tor you 
to take your time to see the Minis ter. I'll Just 
give blm your message . 

Well , you can tell hlm that • ••••• 

Yea • 

•••.•• there• a no use my seeing hlm because 
that's the situation. Marshall and I went over 
it and scent a long time on it. He gave it 
very oaretul consideration and then turned it 
down. 

Yea. 

It's desperate, but we haven't got 

We have nothing on hand now that we can give 
them in the way ot pl ane a and ~1e can 1 t gi ve 
up any ot the orders that we have on hand. 

Uh-huh. 
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4h -- because we've got eo rev orders on the 
books and t or your own verr, Tel')' confidential 
information, all or our pursuit plane• are 
built around the Allison engine. I had mr own 
engineers out there Saturdar and we have 
grave doubts ae to the euooeea or the All1eon 
engine. 

Really. 

Aa a matter or t act, t or t he moment, ther'Te 
sent the engine• baok to Dll7ton Pield tor new 
teste, and until we hear what t hose tests are 
-- ah -- t ber•ve Juet had t o atop. 

Yes, exactlr. 

And the situation, Sumner, ae to our own 
plane eituation -- it's Juet deeper ate, and 
I'm working dar and night trying to t1nd a 
eolution tor it . 

Yea. 

But it t here •a anything that I can do, I mean, 
tor the Norwegian• or the Allies, I'd give 
mr underehirt . 

Naturallr. 

Our own plane situati on to rou I ' m aa71ng 
it'• Just desperate . or oouree, I'Te got 
s0111e Tar)', verr capable people Vho are adrte1ng 
and are recognized in t he induet rr ae the 
outstanding people, and ve•re Just working 
dll7 and n1gbt v1 th the AMr and NaTJ and V1 th 
the whole induetrr tr71ng to ge t the eolut1on. 

Yea. 

So that ...... 
Well, that's vel')' clear. I' ll. t ake care or 
t hie tor you. 

Nov the other thing, that oeaeage rou gave me, 
I eav General Marshall Sundar and gave him the ••••age about these -- ammunition and the 75'•· 
He said he could eell them t he am-unition but 
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he had not ,et got a aolutlon on aelllng 
thn the guna. 

I aee. 

I Juet got a meeeage trom h1a an hour ago 
eaylng that he had not ,et had a eolutlon 
but he hoped to haTe aoaethlng ln the mornlng. 

Good. Vell, maybe that vlll do some good. 

But JOU mow where aJ &JIIIl)athlea are, but • •••• • 

VhJ, ot oouree. 

•••••• but enrybody will all haYe the eue 
ldea that ve•re all about tln ,eara late. 

You bet. All rlght, Henry. 'fbanke a lot. 

'!'hank JOU. 

Good-bye. 
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THE UN.OER SECRETARY OF STATE ""l4 
WASHINGTON 

lla )' 'l:1 • 19 <lO 

• 

Personal and 
Str1otly Conti dent1aJ. 

Dear Henry: 

In accordance with our telet>hone oonver-

aat1on ot the other da;y, I am aend1ng :rou here­

with a telegram just reoe1ved trom Bull1tt. I 

shall appreciate 1t 1t you wi ll l et me know what 

reply to lll&k e. 

Believe me 

The Honorabl e 
Henry Korgenthau, Jr., 

seoretary ot the Treoeury. 

I 
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RDS 
Thi~ tclcc ram must be 
clos cl; paraph rased be­
for E brint; communicatrd 
to AnyonE. (D) 

Secretary of StatE , 

1Vashington , 

RUSH 

Paris 

Dated ~ay 27 , 1940 

REc 1d 1 :40 p .m. 

894, ~ay 27 , noon (SECTION ONE) 

PERSONAL Alt'D SEC&:T FOR TR£ PRESIDc!IT AIID THE 

SCCicE TARY OP l'HE TREASURY. 

Laurcnt-Eynac LinistEr of Air askEd to call on mE 

urgently this morning am Vlhtn I receiVEd him madE a 

forma l rrqut s t which ht wrote with his Olfn hand at my 

dtsk in t he following terms . 

Ont . An order for 200 Curtiss pursuit planes 

P- 40- S is no-N be ing drlivtrtd to the American anny. Is 

i t poasiblt to obtsln all or a part of t r is order for 

Pron~ t? 

215 

Two . 144 VultEE pl ant s a rt being m~nufacturtd in 

t ht UnitEd Stat~s on order of thE Swedish GovErnmEnt . 

Could thE ~mErican Government either by di~lomatic action 

or by txt rciaing its riGht of priority obtain thE trans ­

fer of thESE pl a nt s to France? 

Thrtt. Many Pratt and ',Vhitnty, and Curtiss 'Vri ght 

motors as well as 150 Glenn Martin and 200 Douglas plants 

arc bring manufac turEd for the American army . Can all or 

a part of these bt obtained for Prance? 
DDW :RR BULLITT 
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RDS 
This tclcgram must bE 
closEly pors?hrasEd bE­
t ort bEing comwunicatEd 
to onyonE . (D) 

Secretary of StatE , 

~Vashington . 

RUSH 

Paris 

Datcd ~ay 27, 1940 

REc 1d 1:20 p .m. 

894, Y.s7 27 , noon (SECTION T¥0) 

ThE Uini= t Er plcadtd with me in moving tt~s to 

obtoln fa <orablE answErs to the at rEquEs ts . HE dEscribEd 

216 

the f ighting s t thE f ron t where the supEriority in numbtrs 

of thE Otrrr.an air forcE is proving t he dEcisivE factor . 

I n conclusion hE praistd in the highE st t Erms tht 

work of Colon£ 1 Jacquin and the FrE!'Ch air mission in 

thE UnitEd Statts and addtd that thE Baron dt la Grangt 

had rcquEstcd him for somE sort of authority over this 

miss ion but that hE had flatly refus Ed . Ht addEd that 

de :a GrangE had not only no authority ovEr tht mission 

but no authority to conduct neeot1a t1ons on bthalf of 

the Frcneh Ministcr for Air or the French GovErnmEnt . 

ThE UinlstEr for Air asktd mt to obtoin thE most 

rapid possiblE answEr to his rEquests and I promisEd to 

attempt to do so . ( END OF t.:E.SSAGE) 

BULLITT 

DDli :RR 
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Seoretarr ot State, 

Vallh1ngton. 

RUSH 

89<6 , Ka7 27. 

Pari• 

Dated Ma7 27, 1940 

Reo 14 l:.a p.a. 

U:OIIE'r AIID PERSONAL FOR !BE U:ORE!URr or 'fBJ: 

tREASURY AIID !BE PRE8IDD!. 

When I reoe1Te4 the Minieier ot .Ur, Mr. Laurent­

Eyna~tbie aorning at hie urgent requeet, be wrote •• 

the following formal queetione e1tt1ng at 87 deek: 

Piret. Ie it at all poee1ble t or J'ranoe to obtain 

all or &n7 part ot the order t or 200 P-.a-1 pureu1 t 

plane• (Curtin) nov on del1nr7 to the Azw:t ot tlle 

United Statu' 

Seoond. On order b7 the 8we41eb GoTernaent the 

United Statu 1• Mnutaotur1ng 1<6<6 Tultee planu. Could 

the .. plane• be traneterred to the rrenob b7 the United 

State• GoTernaent either t hrough the exeroie1ng ot it• 

right ot pr1or1t7 or by 41plouoy . 

217 

third. Can all or a portion ot the following planu 

under anutaoture t or the .U..rioan Azw:t be obtained tor 

the 
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the l'renoh: 200 Douglaa &n4 160 <Uenn Martin planu, 

aa well ae the manr OurU11 Wright &n4 Pratt and Vh1tnq 

engine e. 

VUh nry moving vorde Laurent-Eynao implored me 

to obtain favorable repliee, He outlined the var eitua­

tion, in vhioh the greater n\lllbere of Oeman plane• are 

prov1ng .to be deoisive, 

He vae moat ooapU.entary, in oonolu41Jl4t, about 

Colonel Jacquin '• writ, together V1 th that or the l'rench 

Air Miea1on, Baron de la Grange had aelted ! or authoritr 

over the Miea1on but the requeet vaa turned dovn !latlr 

and he added that thie gentleman had no authority what­

soever over the Miesion or to negotiate in anr vay for 

the Nlnieter ror Air or Governaent or l'ranoe, 

In aooor4ance Vith hie requeet I ae.ured hi• I 

vould endeavor t o obtain the moet urgent poea1ble r eplr 

to the above, 
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TREASURY DEPARTM EN T 

WASHINGTOH 

KaT Z7. 1940. 

Then~ will be shipped on the Nornsiu Steaaahip GlW!, 

due to oatl trail lie• Yorlt Kay 29th, 15,557 PI.C• or aluaillua to 

Maraeillea , lrence. 

On the Greek Stetmsbip IIIXOLINA IINl'KOVIC, w!Uoh s ailed 

rroc. !lew Yorlt on Jia¥ 2Jrd , then~ were 178 Uu>lo and 880 berrela 

or molybdenum oonoentrotes !or llarao1Uee, henoo. 
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Mq 2?, liHO 

0.. Mq 22, ltHO, llr. Ooor.,o ,J. "-"' YU 

"''J>>latA4 Allh""'t t o U.o -.,....,. t o t ab cbu'p 

of tM -- ot airorl\ft- alrorAtt eoaci••· 
AI llr. Koa4' • ...wit will r..,WOo b'llftlliiC oa 

Iento rUcllp•DTi~~~r hlll,.q uao Ualh4 statoo Arrq 

pl.eMe .... ,.. !WCII Mr'7 w clft7 ""' b h 411\loo, 

(&.peai S.11ati 
0 

••• 

~ ll&wla M. VatiiOa, 
S.cnt ...,. to tho Proe l4ant, 
fte lllllto .. ,.. • • 

vr ., ...... " - ......-
Fill to llr. 'lh 4 
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RE IIACI!IIIE TOOLS 

Proaent: l(r, YOUDg 
Captain Almy 
Mr. Lind 
MaJor Soderholm 
Mr . Warhua 
Commander Henning 
Colonel Rutherford 
Nr . Burt 
llr. Stillwell 
llr. Pwlbar 
Nr . llaeLeod 
llr. Lovely 
ltr , Bomer 
llr. Schwarz 

llay 27. 1940 
10 :30 a.m. 

Rutherford: I have this statement for 7ou, ltr, SeeretarJ, 
troa the A1'111;7- lfavy llunitiona Board on the 
-chine tool requirements. 

H.ll. Jr: This 1a by the llaohine Tool Commit toe of the 
Army and Navy l!unit1ona Board, You have the 
estimated output per man on the machinery 
tool manufacturing indus try and the War Depart­
ment purchases of 1111.chine toola , 13! m1llim 
dollars . This is new, I take it, under B. 

Rutherford: No, air, it baa bee.n ruruling for the past year 
but this - we expect to get an additional 
a ppropriation and part of it will go tor addi­
t i onal -chine toola. 

H. loi. Jr : 'lhe two together come t o 72! million, ia that 
rigbtT 

Rutherford : Yea , sir. 'lhat ia baaed on an appropriation we 
expect to get t h.is year, Arm,. and Navy, and we 
endeavored on ~he second page to break it down 
into classes. VIe were unable to break it down 
by companies. We broke it down by classes on 
the second page. 

H. N,Jr: Did you give Mr. Lind a copy of this? Do you 
bave an extra copy tor Mr . Lindt 

Rutherford! Yea. That i .a the data , or oourae, that second 
page ia simply the breakdown of the first page. 

On the th.1rd page we endeavored to make an 
eatiato from rather uncertain data aa to what 
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would be needed 1n expanding the aircraft 
industry, 

And that is for 130 million? 

Ruthorfordt Yes, sir. Most of the dat4 came from the 
plana the Arrt1JT and Na V7 Muni t i ona Board had 
been making with the aircraft industry for 
many years and we j ust expanded it, baaed on 
this 50, 000 unite, and arrived at that --

H. :O:. Jrt 

Ruther f ord: 

s . t:. Jr: 

Lind t 

li .M. Jrs 

Well , that 1s just what I asked for , with one 
exception. It doesn't give it to me by=­
paniaa. 

No , air. We have been unable to get that by 
companJ.ea. We don't know the companies our­
selves, air. 'Jhe business would probably be 
placed on a competitive basia , certainly to 
aome extent, and we don't know what companies 
would get tho business . 'Jhen much would de­
pend upon the capacity of the various companies 
to produce. Tbo whole problem ia one of adjust­
ment that we had hoped that the coordinating 
committee we were apoak1ng about under the 
President would be able to assist ua on 1n 
solving priority problema and the detail that 
will have to be solved as this program is put 
in to e rfect. 

)(r, Lind, do you see What I am trying to dot 
I want to gi ve the Mch1ne tool people some 
idea of what we want of them. We have seen 
the airplane people and we dldn 1 t see them, 
Could we give tham aane idea of what the 
Oovemment ' s program and d81114nda would be on 
the 1ndustryT I have asked these gentlemen 
to prepare this and they have prepared this 
excellent mEI!lorend\1111. Over in Commerce - What 
contribution do you think Commerce could make , 
your department , 1n assisting us on th1st 

R1sJlt now! 

Right now, Do you m1ndT I mean, telling me 
juat mat you do over 1n Cocmerco. 'Jhere 1a 
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Lindt 

H,lo!,Jra 

Lind t 

H, M. Jrt 

Lindt 

H, !I,Jrt 

Lind: 

H,/lf, Jr t 

- ~ -
a division of machinery, 1a that What you call 
itt 

Yea, a1r , 

Juat What do you do over at Commeroet I s 1t 
all export or 1s it domostiot 

The ma1n pe. rt of it 1e &lq)ort, We kaap very 
oloee track on the 1110nthl7 &Xporta of machine 
tools under about 22 dividona and ean tell 
attar about three and a halt weeks , up to the 
end of the month , bow many tools of eaeh of 
tboae 22 olaeeee went to any g1 ven oountry and 
of course the total, 

Por example, we now know that in Apr i l machine 
tool exports were 2li a1111on dollars to all 
countries, We can get those by countries now 
and by classes. On total production of the in­
dustry, the only really accurate information is 
every other year in tho biennial census, We 
have made very informal estilll&tee of the 1110nthly 
production, but in a turbulent t111le like this 
we can't tell whether they have gone awry or 
not in the last year , 

Well , wbon it comea - the thing that I am trying 
to do for the President 1a th1at When it O()llles 
to , for 1natance, getting these people to in­
CHaae their production and ao forth and eo on, 
does Commerce work on tbatt 

We probably would be able to help 1n various 
detaila of it , Kr. Secretary, 

Or 1a your thing largely a •tt er of keeping 
track of eXpOrtsT 

So tar it baa been, 

Now again, for instance When the Navy wants to 
get hold of certain s pecial machine tools that 
a re going to certain special oountr1ea , or the 
A~ 1t we knew a certain kind of tools we 
wmt~d, do you know while they are in the 
proce aa or on.ly when the7 lea•• the countr,-T 
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Li nd: Onl7 when the:r leave. 

H. M. Jr: So :rou couldn't , tor inatance, pull out of 
:rour desk a list of machine toola which a re 
1n the process of bei ng manufactured for 
Japan or Russi a! 

Lind: Not b7 t)"Pea , no . VIe could onl:r, for example, 
a asume on the basis of p&at shipments to Japan 
or Rueai& t he approxbat e aggregate value o.f 
machine tool exports 1n the .ruture. 'lhat would 
1110rel;r be a gueaa the t th&:r would continue more 
or leas in the .ruture as thO)" have in the pas t. 

,. .,,.. 
.,;> 

H. !!. Jr: Then :rou reall:r get :rour tiguroa throUgh Cus t oms, 
don't :rout 

Lind: Yea, sir. 

Rutherford: We have had ver:r good con tacta· with the machine 
tool i nduatr:r i n the past , f,lr . Secretar;r, and 
have had a great deal of confidential informat i on 
ot the nat ure :rou apeak of . We could get it 
if we asked them for it. I am certain an:r one 
else 1n the Government - -

H. !I!. Jr: I think tbe Nav;r 1a getting i t , aren ' t :rout 

Al.a:;r: 'lha t 1a true for both tbe Artq and Nav;r &lunitiona 
Board. 

H. lo!. J 'r a Well , I - l1f:1 1=ed1&te thing I &11 worr;ring about 
1a - I th1nk i t 1e 1n sood hands now - but I am 
thinking purely of the quoet1on ot increased 
capac1 t:r and I waa tr;ring to find out wbether 
Commerce worked along t hose linea and I gather 
that :rou don't . 

L1nd: Juat our eatlmatea. 

H.lo! . Jra In other worda, i t 1a largely statistical wi t h 
70U. 

Linda 

H . !~ . Jr : 

Yea . 

It it ian' t - if ;rou feel ;rou could help, I wiah 
;rou would toll me. I am doing l1f:1 homework naor 
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before theee men come in, 

Yea. We have worked prettr cloael r with the 
Ar=r and Navy otticere 1n the past and ther 
mi8ht even admit we have helped them on theae 
details, 

It ther a r e kind and generous enough. 

Rut horrord t Uo question about it, 

B, JI . Jr t Well, I •aa jus t trr1ng to &et everrbodr to­
gether. Now, can somobodf tell - what 1e 
the total production 1n dollars last roar tor 
-chino tools so I can get an idea of what 
proporti on is 200 million dollars ? How much 
did t he industrr tum outf 

Ruther f ord! Tho latest was something like ~60 million, 

Bimning t that is the present rat e , 

Rutherford! Present rate . 

Benning! Present e st1mated rato , 385 million. 

Sodarbolmt Cens\1.11 reports for 19~7 givo r oughlr 260 million 
for the dollar valuo of the 1nduatl:'f ct1relr. 
~t i a from tho data wo havo collected and it 
aeaaa to check ao i t ralls almost on a stra18ht 
line in the graph - there are differences of 
opinion, but we are taking this at the mocsn t -
and ~7 of the industries that I have talked 
to are willing t o take 1 t with me, We are 
running todar a t :585 m1111on, air, annual 
dollar vol\DIIe. 

H, W, Jrt Bow much? 

Soderholm! :585 m1111on. 

H. M. Jr t As against What last reart 

Soderholmt I don ' t have that , because we didn't have &n7 
Coneue report. I juat took the last one, 19:58, 
and now this 1s projected on our graph to trr 
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and evaluate at an;r one time, I uaed a 
Department of Labor index and fran that de ­
r ived t his vol\DI1e of tho industl'7• 

H. M. Jrt Of 385! 

Sodorholau Yea. 

ft , M, Jrl WhAt would you make a gueee it was laat ;raart 

'!Uthortorch 00 back on ;rour curve there. l'lhat -• it 1n 
137f 

Soderbolml 

Henning I 

Soderholm! 

H. !.I,Jr t 

Rutbertordt 

Henning! 

I would have to h ave a Department of Labol' 
emplo,ment index 1n ordel' to do that. '!'bat 
data I don't have, 

Don't you th1nk 300 adlllon would be an approx1-
utionf 

It would be a round 300 adllion, ;roe, air , 

'!hen 220 on top of that ia a boll of an inoreaso, 
isn't itt 

It means priorities, cul'tailmont of some d-..cts , 
posaibl;r a.bargo on certain exports, wbicb 1a 
being provided tor by legislation 1t the Pl'eai­
dent wiabea to ex orcise it . 

We sti ll teal they have a potential capacit;r 
be;rond the l'ate at wbicb tbe;r al'e worldng now 
which would absorb a cons1der.ble portion of 
these new 1'8qu1t'ementa . 

Ruthel'tol'd t Well, their potential capacit;r - -

Sodel'holmt 

H. M,Jrt 

Sodnbolmt 

The;r could go to about 450 or 480 million. 1tJ 
estimate was 450 and oul' actual survey totaled 
up 488 adllion. 

B1 doing What! 

B;r increaa1ng their labol', mon tully starting 
the11' plants, That is exiating capac1t;r. But 
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we IIIUlltn•t be m1eled, llr. seoreta17, In acae 
ot the i te111e that are or 1110et moment tor muni­
tions manutaoturera, tbe7 are alreadJ at 
oapaoitJo 

H.JI,Jrs Well, wouldn't th11 be the thing, would it be 
agreeable to JOU - could I g ive thie to Tell 
Berner! 

Ruthertords That 1a quite all l'igbt. We have been working 
n17 cloaelJ with h1lll and we are glad to let 
b1m han it. 

H. II.Jrl 'nlan would there be &nJ reaeon ~7 I couldn't 
eaJ, "Well, here 1a contideot1allJ th1e MIDO­
l'&nd- and what we would like the induetrJ 
to do ie to cane back - • 1n a week! - "and tell 
ue what etepe theJ are prepared to take to 
meet thie progl'&lll. • 

Ruthertordt Yea, dr, I doo' t th1Dk we ousht to give the• 
a week it we can do it in lea• time . 

H, li! . Jrt All right , 'l'he trouble h, I think they a.re 
having a conterenoe TueedaJ• Tell th0111 to 
oo•e beck Fr1da7 moming! 

Ruthertordt Yea , air, the7 are having a oonterence 1n the 
oitJ here. 'nleJmigbt eat up a oo-.lttee to 
do the Job and then get it dona 1n a tew bollre , 

H,II,Jrs I will aek th-. Bell, 1t eound.a IP)od to -
to ba•e a tellow pu.eh me and ear I aa taking 
too long. Att& boJI 

Ruthertordt 'l'hia 1a a veey critical picture, llr. Secret&rJ. 

Soderholat 

H. :A , Jrt 

'l'he7 are having their Meting that ,-ou referred 
to , llr. SecretarJ, on Tueed&:r, but I think 
~1 ot tbeee things theJ planned to d1ecuae 
at their ••tins• 

I tb1Dk thia would be very uaetul to th-, mt 
I will put i t th1e -11 How long, b7 working 
ovel'tiM, would it take them to g1ve ao answer 
to the OovemMUt on what tbe:r would propose 

.. .,8 
N .. 
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t o do to meet this program nnd what do they 
need from the Government in tho way or help 
and whi ch particular compani es and whi ch 
particular branches of t h io are up to 
capacity, and s o forth and eo on. 'rhat is 
the thought that I had 1n mind. Viha t do 
you t hink of that? 

:ruther ford: Yos, sir. We have s iven t hem t he problem 
there . They will have t o give us t he ans~er . 
And set up a committee, maybe , to ~ork out the 
details , but they oujb t to be able t o give u s 
s omething in the way o f an answer pretty 
promptly, I should say. 

H. t.: . Jr: rlba t do you think , captain? flould that be the 
way t o approach itT 

Almy: I think all they wil l neod f r om us i s to know 
wha t our demands are and wha t our prioriti es 
a re . l'le feel that they hll ve now t he 1mmedia te 
potential capacity to just a bout meet this 
problem. Don't you feel that YlayT 

Soderholmz Yes , they have. OUr study, Mr. Secretary , shows -
just applying the indus try to our o•~ needs , 
~85 million with the possibilit y o f 450 to 480 to 
meet our o•.n needs , our own war plana. Their 
capacity except in a ! ow lines is ample. They 
can supply our own needs fas ter t han ou~ indus­
t ry ba s shown i t self able to tool it, t rain 
men for i t and a bsorb it, but i f we muat k eep 
on shipping on the average of 180 million abroad, 
that i a at an angle ra te of today, then we muat 
impose restri c t ions upon this unusual f oreign 
demand and i t make s a probl em, so they como right 
baCk - those I have talked with 1n the prepara­
tion or this study over bore - and say, "But 
must we send all this abroad or will no t ~r1ority 
devote s ome of it to our own needs first? So 
that pri ori ty i s of prime importance before we 
oan d ecide which ones of these types of maohines 
the capa city isn' t ample or ou&ht to be expanded 
for . 

H .~ . Jr: By the way , you didn' t shoot that off icer Friday, 
did you? 
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Soderholm I I wasn't here Friday, 

H. M. Jra What happened to him! 

Rutherford! ltajor Haueeman was a p1nch-h1tte1'. 

H, !!. Jl't Jnt you didn •t shoot h1111t 

Ruthel'fol'dt No, ail', he passed that infol'l!lation on and 
Majol' Sodel'holm wae heading it up. 

H.U.Jr: 

Ruthel'to l'dt 

Ruthertol'd t 

H.ltl . Jrz 

Lindt 

H.l:d . JJ'I I 

Lindt 

I wae just curious. I 1ooked al'Ound and eudden1y 
1'ea1ued he -en•t here, 

llajor Sodel'holm1e statlllllent , I think , Mr. Secl'etal'y, 
lllllphas1&es the n.eed or this cool'dinating colllll1ttea 
under the President on this pal't1cu1ar subject. 

We11, tor the tillle being I - it. 

llell, thel'e w1ll be many pl'obleu on pl'iol'ity 
between Alli ed demanda and oul' own that I am 
atl'Rid will come to your desk. 

'lbat h all right. Fol' the 1110ment we can take 
it, but just - I have no ambition to be on the 
-chine too1e and I am not vel'Y anxious tol' 
that but tol' the 1110ment he has aelced me to do 
-chine too1e, so 1 t JOU gentlemen will coopente 
with me - and I have had this experience with 
the -chine too1 pecple on thh airplane thing 
before and on the toN1gn thing, and I think 
that - cou1d COIIElel'ee, eYen 1! we had the history, 
gi•e ua tbich countries the sturt has been going 
to ror the last 12 1110nthe and what they have 
been buying! Have JOU got the bl'ealcdownt 

I have got the tota1 f1guree, all -chine tools, 
by the IIIA1n countriea. I oou1d ahow 1t to you 
1'11#lt now, )(1', Seo1'8tary, 

Can I take a 1ook at 1tt Jnt how ~ of these 
things that the Artq and Navy today &1'8 needing 
&1'8 going out or the oountryt 

Right hera, air, 
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'l'hia ia ltlat , b7 monthaf 

'lhe months f or 1940, England and France are 
buying very heavil,- , but those two, Russia 
nnd Japan, are qui te h eavy, too. 

That doesn 1 t sound l i ko a lot of money. Five 
and a half million to England, seven million 
to France , three million four to Russ ia and 
two million eight to Japan. Could you look 
and see t he th ings that Rus s ia and Japan have 
been bu_)"ing, how many of those things are on 
the list which these gentlemen gave me todayt 

A great many of th em, Ur, Secretary. 

You could take that lis t and than go back, see, 
and over the l ast 12 months hor. much of the 
s tuff the,- have been setting ia on t h is . 

I can get it . I couldn't gat i t from my brief 
case right now. 

Oh, no , but )"OU can get it fairl7 soon. And then 
furnish it to Philip Young and t hen he will see 
that everybody in this room gets 8 copy of it, 
llr. Lind. 

Is that actuall7 exported or f i gures on orders! 

Expo :-ted. 

I f you gi vo it to Philip Young , he will see that 
everybody in t h is room got a a copy of it. Vlouldn 1 t 
that be helpfUl, if he tnkea this list Wh i ch I 
got this mornill£ and then l ooks at the Japane se 
and the Russian and the Italians , they have been 
buyin~; quite 8 lot , and aoea ho., much over the 
pa s t 12 months of the thi ngs t hey have been buying 
are the same a s the things these gentlemen say 
they needf 

I can say offhand that most of it, a ir , the over ­
wh elming portion of it, haa boen purchased for 
munitions and i a i dent ical for t he type of 
machinery 'IIIlich we in turn would call for with 
the ini tiation of this program, 
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H, II, Jrl Well, we will ju.at have to do something about 
it aoon. 

Soderholm! That ia Why I etreaaed the priority. Take 
Keamey and Tracker Who have thia French con­
tract , have expanded their plant with French 
capital. How, there ia evidence that even for 
the Engl1eh and the French there 1a a propor­
tion - it 1a hard to put 70ur finger on it -
or machinery bought for atock. 

B. Jt . Jrt 

Soderho 11111 

I! .IO.Jra 

Sodemolma 

R, ll,Jra 

Sodemolma 

H. ll . Jra 

Rl.ght orr the bat, the question oomea up, will 
we allow that or wi~l we squeeze that a little 
and get them not to be qui te ao anJ<1ou.aT 

We walt all throueb that with the once and 
they told u.a they had atopped. 

I had a specific 1na tance of an American con­
cern Whoae engineere recommended that a certain 
product co~d be e0111pleted with 34 machines 
in the line and were ready to give them a 
floor-to- floor guarantee . Tbe British Com­
miaaion purchased ae venty- aome, the plea being 
that they didn't think they were aa effi cient 
aa we and they~anted t o be aare . 

How lons ago waa thatf 

I got tha t laat weak, air, froiD ona of th•r 
•chine tool buJ.ldara. 

'1'ba t 1a terrible. 

I wo~ be rtolating confi dence 1f I tol d you, 
but he abe-d me the specific order on h1a 
booka and he ga•e lie that 1n ~answer to IIY 
quution to them of wby are they buying ao 
much JU.ch1nery when our detailed atud1ea ahow 
that we are not going to need ~anywhere near 
aa liNch , enn recognizing the greater magni­
tude ot &.arican installed 1nduat ry. 

r wiab you would stay behind and talk a little 
bit to Philip Youna, because he 1o 'll{1 contact 

232 
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with tho Allied Purohesing Commisaion . Vlould 
you do that? 

Soderholm: I will be glad to . 

H. M. Jr : Lot me just ask you ono thing which I think -
i f we could make a s t atement along the follow­
inG lines i t woulc! be very reassuring. The 
autonobile industry, in fact , Mr. ~loan, called 
mo up very much disturbed for rear "" mig> t 
interfere ~ith his tools for his 141 codel, 
He says he will be through and out or the 
woods in a !!IOnth, finished . Are 1'1e going to 
heve to interfere with tha automobile industry? 

Soderholm: No , air . Our orders cannot be developed in 
time and that ie not all , s ir, Mo•t of the 
tools are single- purpose or at least so hi£hly 
specialized that they are being made by con­
cerns who v1il l not carry the load tor the 
standard equipment thet is neoded for the 
munit i ons game, 

H. li . J r: Are you in agr eement with that , captain? 

Almy: Pardon me? 

H. !!. Jr : Could r;e g i ve reassurance to the autooobile 
industry that they could canplete their tooling 
up for the 1 41 t:IOdel , that we would not inter­
fere with thet? 

Alm:r : I don • t believe I could say for the Navy Depart­
ment on that . 

i' S . J r: 1/ell, think it over. I can s ay at this DOClent 
we don't envi sage tha t wo would have t o do so . 

Soderholm: Yes, 

Honn1ns : Captain, don ' t you think if it is only a month ' s 
time tha t we coul d state that we don't ant i ci­
pate any interference in that sort of thing? 

I don • t know how much tho airplane engine is 
going to ecce in and interfere with thaCl, if 
at a ll. 

~33 
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Well, 'llben I -e doln6 •ob.1ne toob tor 
Curt1ae-1f);o1gbt and Pre.tt & 11b1tner, we tound 
that the auto1110b1le toola, the toole that 
went into theee airplane englnea, were 1n 
nl")" tew inatanoea the -· 

Vel")" tew oontl1ota, waen't that eot 

Verr tew. 

'Dw.t 1e Wl&t 11Q' atud7 bean out. 

Well1 I won't ear an~~ - tb1nk 1t oYer, 
gentl.e.c1, but 1t we oo tell that to the 
auto1110b1le 1nduatrr, we oould auure th• -
the)" have got the j1ttere, 10U aee. 

I tb1nlt on our e1de we would be perteotl)" 
will1n6 to tell thea that an)"thlng ther 
would require within a 1110nth would not inter­
tare w1th our prograa. Tbere •1 be luat an 
odd and end here and there, but I tee that 
our program will not get underway qu1ckl7 
enough to be helped b)" depriving thea within 
one month ot their •ob1ne toole. 

I a. not eure. 

C&pta1n, don't )"OU tb1nk 1t would be an adYan­
tage to tell tb- we would let thea alone tor 
that 1110nth but qu1d pro quo ther ought not to 
oonte!llplate too anr 1110del1 tor next rear or 
too aaD7 .:>481 cban8e• next 78&r to take up 
•cb1ne tool capao1t,.t 

Sloen aid hiaeelt, "It )"OU would tell ua on 
the t1rat of Jul7 )"OU dOll' t want ua to change 
an7 .odela ne%t ,..ar, we won't do 1t. • Be 
will r. t'Urtber than 10U• Be aa1d, •rt )"OU 
will eaft ua alma now, beoauae we are pr.o­
t1call7 t1n111hed and we have got a 25 adll101l 
dollar retuel1ng progrP~, we won't be getting 
ready to do that until Ootober or llonmber 
next tal.l tor the next ,.ear, that 1a ~n we 
etart, and 1t )"OU will tell ua along in Sept.­
bar that :rou dm't want ua to haft another 
aodll 1n l42, w will jUt la)" ott and we 
won't do a th1n6 a'b;OUt 1t. • 
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Captain, I would urge that, I would even go 
ao r a r a a to urge the Navr Department to make 
their compromise. 

Almyl Well, we are going to need auoh a quantity 
of certain kinds or toole 1f we go into this 
airplane engine thi ng, or air hammera , ateam 
hammers , milling ... chines - -

H .~.Jra Well , think about it . 

Soderholm! Very few or thet:1 confl i ct with that. 

Henning! I think we ought to do it, Captain. 

Almy: I am just sa;ri.ng that I am not prepared to 
atate on it. I haven ' t aeen t heir set- up yet. 

R. !! . Jr: 

Henning! 

liell , think about 1t. I r.ouldn' t aay anything. 

Captain, they couldn ' t get their projects ready 
in that time. 

Soderholma That ia not what ia meant . They juat wan t to 
be lert al one for a month . 

Al.Jrql 

H. I!. Jra 

Henning a 

Almy: 

Henning a 

Almy1 

H. ll.Jrt 

Wbat they get del iveries on, you mean. 

What they have got on order now for a month . 

That ia not very J!Uch, 'lie wan ' t interfere w1 th 
them. 

I wou ld like to aee them told that , air . 

I would be inclined to aay yea , but there might 
be certain reservations that would be necessary 
to be ... de . 

Could we aay as far aa we can aeet 

That i a all r ight. 

I will put i t even leaa firm. "Yie will try to 
leave you alone. • 

35 
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Rutherford& I would rather go a little turther than that , 
JAr. Se creta17, and aay that we eee every oppor­
tunity or their being able to o~plete their 
programe without interference from ue. 

Soderholm& You take m1lllng machines , captain, Ingereoll 
will handle most or them. They won• t be 
loading down Kearney and Trecker or C1no1nnati 
or Brown and Sharp, becauae they are not buying 
that kind or atutt 1n order to do rut production. 
I don't think you need be concerned at a ll 
about a conflict in a 1110nth or month and a 
hal t with the orders they now have on hand. 
I th1nlc you can be quite tinn about the a .. surance 
to t hem. 

!tutber!'orda Thie group could s e t up a emall coamlttee with 
Which we could talk down hero instead of getting 
the Whole indust17 together. 

H. !.!. Jr : I have limited it to oix people thio morning. 
I told - I sai d , "VIell , in a pinch you could 
bring aeven, • but I aaid to limit it to aix 
or seven people. I wouldn 't go throut'P mat 
I did again laet Monday for a million dollars , 
eo there ahouldn't be more than aix or seven. 

Qllek, aee how many there are outolde. Then I 
will do just that suggestion. They have a eoc­
m1ttee that can work with you and than you 
gentlemen can come back and report back to me. 

Rutherford& A couple that can speak tor their 1nduatr;r. 

H. lt .Jra I have gotten a long_ very well w1tb them, you 
lcnow. 

Soderholm& VIe have, too. 

H. II. .Jra I will tell them. 

Rutherford& Do you wieh ua to stay here' 

H. !.I.Jrt Definitely. I ne ed you badly. 

(Mr. Dunbar, llr. Lovely, Mr . Berner, Mr. Burt , 
Mr. Stillwell , Mr . McLeod ent er the conference) 
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Well , "JOU all look •e17 proaperoua. Gentl fllllen, 
wbAIIn we met once before i n conne ction with 
aviation, a t that tillle I told 70u that if 
thAire would be an::r program or an:Tthing elae, 
we would have the •ob1ne tool 1nduatrr ait 
1n at the r1rat table, I thiDk 70u remember 
it. That ia, f1rat because we need 70u and 
ae oond because we like 7ou. 

I ••ked. 1n prepar&tion tor th1a meeting, the 
AN:f and Na.,. lfun1t1one Board to prepare a l1at 
or -ch1ne tools that tbe Arrq and N&V"J -..:>ul4 
require , •• tar •• tha7 could tell, and tW.a 
1a rougll, for the preaent prograa and it totals 
t.22s,ooo. trow, what we -nt to alii< "JOU gentle­
men ia tb1at We are going to give tb1a to 
"JOU. l'lho i a hAl re - who 1a tbAII bo aa f 

St1llwellt I believe Mr. Burt 1a the boaa. 

H.M. Jra Are you the boast 

Bul't 1 '!hank you, Mr. Secretary. 

'237 

H. U. Jra Now, the thing we want to alii< you s entlamen 1a 
thia , then you can diseuse it or aak us quea­
tiona, whether you could have thia group todey, 
-)'be, .. et with the gentlemen that are h ere 
reprea enting the A.rrq and II&VJ and llr. L1nd 
ot tbAII Department ot Oo111111eroe and tell ua how 
"JOU are going to go a.head and meet tbJ.a program. 
'l'bat boils it right down, aee. I have got a 
couple or extra copiea bere. You understand 
we are g1v1ng you th1a 1n contidencef 

Burt : ~te right. 

H.N.Jra We trust "JOU gentlemen, ao pleaae treat it 
cont1dent1all7. 

Burt: 

Did I give you something to put ,our teeth intof 

You are quite right. Jlr, Seoretarr, can JOU 
glve ua an)' i dea a a to when thh equip•nt ia 
going to be required and When 1 t w1ll be 
orderedf 

Regraded Uclassified



Alroy I 

Burt: 

Almy: 

Burt : 

Almy : 

l!urt I 

H. I!. Jr: 

Rut her ford: 

- 17 -

Well now, after all, we have got to do a 
little guessing and let•a eay that the bill 
will paaa 1n a week or ten daya. How eoon 
after that will it etart tor the Navy' 

Aa tar aa the Navy ia concerned , we will place 
about - first we are prepared to commandeer 
the stutr that ia on order, read7 tor delivery 
or contracted for delivery to certain foreign 
countries and we can place those orders moat 
any time. our regular tool program we expect 
to place before July 1, probably bef ore June l S, 
orders for about s1x m1llion dollars worth or 
equipment. We expect to place our rema1n1ng 
H m1llion 1n th1s particular program by about 
JUly 15. 'lhat '11!.11 apply both to that same -
that aaoe proport1on w1ll apply to the total 
Navy program. I am juet epeak1ng definitely 
for one Navy Yard' s needs. That eame plan 
w1ll apply both t o Ordnance and av1ation re­
quirements . 

That i ncludes the Ordnance DepartMent aa well 
aa the Navy, doea itt 

Yea . our last orders will be placed probably 

A total of Wbatt You said a1x million by 
July 1 . 

That ie over and above the atutr we colll:l&lldeer 
out of tore1gn orders. 

26 million is the total! llay I allk a question 
a bout th1a co~eer1ng on t hese foreign 
orders' Juat how do you intend to handle that! 

238 

Would you juat poapone i t one minute, because 
I would like the Army to anewer the same question. 
Then we will come back to t hat question. 

Nr. Secretary, on page one of the memorandum up 
at the top left there, we have a total or l6i 
million. ~e substantial porti on or that , l~i 
plus the one million, would be placed within 
a month or probably at the outdde a month and 
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a half after t he appropriations become avail­
able , Now, the remai ning part of that program, 
the two mil l i on, would go a little bi t slower 
and the part of. purchases by indus t ry at l a rge 
under educat i ona l orders and armament order s 
would probabl y lag, well , three or four mont hs , 
because we have to pla oe the orders with i ndustry 
for the armament firs t and then industry places 
the orde7's fo7' machine tools to make that a1'ma­
ment . 

'l'here 1a one thin£ which I don't think - maybe 
you have included it. There would be a tr=en­
dous deoand, after all , for these small air­
plane eJlE,i nes for this tra1nint progra.m. How, 
you ha ven' t included t~~t at all , t he Civil 
Aeronautics one. 

Rutherford : No, sir, these are fighting planes . 

f,'urt: 

Gentlemen, on top of th is there is going to be 
this big demand for small planes for these 
men and that 1s not included in that and those 
engines are going to have to be built and machine 
tools wi l l have to be supplied for that , so 
that i s over and above everything that is i n 
here. I don't know, they may want ten or t wenty 
thousand planes to train these boys under th1a 
CAA program. Now, did you (Almy) answer h i s 
question? 

About the commandeeri ng o f these machines that 
are on foreign order, we would like you to ex­
plain bow that is to be handled. 

There ie a law now that has passed the Senate 
and is before the House. I t has been accepted 
by th e Committee but 1t has not yet passed. I t 
rends that the President t hrough the Secretary 
or tho llavy may purchase without compe tition 
all na ter1nl s of war. It doesn't sa y exact l y 
thnt word, but that ie what it manns. It means 
machi ne tools and equipment and materials and 
building ships end whatever we ha ve to do , guns 
or anything like that. And there is a further 
proviso stating that such orders shall take 
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pr1or1t)' onr ~ ot thia •terial or equip­
.mt tor export, 'llbich in etteot blooka e:~port 
and obtalna tlrat priori t7 tor thea• ordera. 

Our lesialation ia a little bit broader. It 
give• the Arrq pr1or1t)' over an)' ahillan or 
domestic order or tore1gn order, It b a littl• 
broader m4 ot cO\Il'ae it would depend on how 
1t 1e applied, regarding What oountriee woul.d 
be 1n-.olYed in it, 

Would thia eU:ainate &n)' ordel'tl that are now 
echeduled tor I!:Dgland and Pranoef Do .. it 
appl)' to juat llwlala, Japan and Sweden, and 
eo forth! I aa asking thia beoauae we are in 
an a*-N position here, alread)' haYing con­
traota, 

'!he reaaon I .. lllliling 11 that Captain Abl7 
hae a wondertul anawer. He ia abaolut•l7 
neutral. 

I tw.Ye certain definite ordara troa the Seoretarj 
ot the llaY)' thro~ the Pr .. ident to co-deer 
certain :aaahine tool• tor two aountriea and I 
proceeded with that. I han aatuall:r purahaaed 
the •chlnee that are now read:r tor ehipment or 
are on their wa)', intercepted thea. 'lbe Preai­
dent hae directed that no interference be ade 
with ordel'a to the Alllea, Ordare to - other 
countriea like Sweden and Ho~)', we hann't 

·doll8 an)'thlng about th- ,.at, but cu.atome a.re 
aoope NtiD& with ua and lmowlng nothing 11 
leawlng the oountr:r and when thia law pa•••• 
we will Juat talte the .. oYer. 

'!he)' nen talte the tood out ot the tell""'• 
.,uth. 'lbO)' haYe a oar right al0118aide the 
boat and the)' juat baoll: it right up. 'lbeee 
HaY)' tellowa are tough. 

Yea, the,- set thlllll colllillc and solns. 

one ot theae toola, juat aa a -tter ot 1ntereat, 
had lett Philadelphia, a lerge, Yaluable tool, 
and had been ehipped aCID• two ••*• batol'l Ul4 
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we got word that it -• on the dock in South 
Brookl1t1 at the Eloie Basin, ao we tried to 
locate it . We nnau,. found it 1n the hold 
of a foreign ahlp and I -• aaked whether we 
ehould get 1t or not and I add no, that -e 
a token ehip11111nt, but Cuatoma -• perteotly 
willing to tlnd aome reaeon to haul that out , 
I thour):lt 1t -e prol».bl)' - it 1a our agreement 
with the State Department that all ot th1a work 
will be w1 thout d1acl'bl1nation, )'OU understand, 
ao we will make token ah1p~~~~nta to certain ooun­
t1'1es ot atutt •e don't -.nt and we will alao 
grab something from other oount riea that we 
doo 1 t want to intel'tere with and atutt the)' 
don ' t want, probabl)'. !lot ver7 l».dly, at 
leaat. 

I told )'OU he had a good anawar. 

Vel"J good. 

ll&y I aak a que at 1on, Mr . secr et&r)'' Does the 
law provide, Captain, that ,.ou oan take -ter1al 
ot that kind attar it baa paaaed 1nto the ownel'­
ahip of a foreign oountl"J' 

Yea. All ot these - ver)' tortunatel:y , these 
purcl».alng t11'11111 are 1nool'porated undel' ~r1 can 
lawa and although they are acting tor foreign 
govenment a, the,. are a ctually a U. s . concern, 
ao we are no t disturbed about th-. 

Captain A1J117, let me a ale ,.ou a queat1on. Do 
oUl' legal ldnda concur that you han done that , 
that you have no liab1l1t)', Wbethel' 1t 1e a 
contract with a torelgn buyer, or 1a he under 
tha legal obligation ot caaplet1ng that c011tract 
b)' again building that -chine! 

I haven • t d1a cuaaed th1a 1n detail with them, but 
1n thinking 1t over nr::raelt and Jua t on genel'*l 
polio)', it seemed bette!' not to oona1der th1a 
failure to deliver aa terminating contract. In 
othar worda, keep up thll 1dea of good will and 
aa)', "We are eorr,., gentle.-n, •• can 1 t dellftl' 
th1a particular tool, because 1t h ~eared 
b)' tha Oovenment, but it you ~t to la)' doW1l 
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another tool, we will be glad to oaM7 out 
thia oontraot. • One r-eason tor- that ia that 
moat of these orders have been accompanied 
with a substantial advance and tho machine 
tool builder-a, as I undaroatand it, ar-e con-
cerned with the good will rea ture. 'lba t 
eeoma to be the beat way to take car-e or that. 

However-, there ia aometb1ng that l ooks to me 
like it is up to them to deter-mine , wbetbero 
the;r want - it ia probable that Amtorog and 
such people want to cancel these con tracts 
because the;r will teal 1t i a untriendl;r. 

There is one point ;rou haven't mentioned. I 
think 1 t 1s quite impor-tant to thia industry 
in that we have aome contraota and man:r com­
panies 1n our 1Dduatry have aubatanth.l order-a 
with penalty clauaea for non-delivery. I think 
it is go ing to be rather difficult to cancel 
those unless by soma mutual agr-eement , 

Well , may I suggest this , plaaset Thaae gentle­
man are avai l able for further conference today 
and I think if you would ai t down and talk Yd. th 
them about some or these things - I am delighted 
to find this Arm:r and Nav;r crowd is pushing me , 
s o I said something about having an anawer and 
ma;rbe next week and tbe;r said, ~t i a the 
matter with this arte rnoont• So i f you people 
are b are in town and are available to talk 
further with representatives or the A~ and 
Nav;r, the Army and Nav;r ia available, and these 
aort o r things - I think you could go i nto 
grea t er detail and I am available and I would 
like to meet with you a gain when you a re ready 
to tell me , 1s the industry ready to meet t his 
program and this 1a raall;r - there will be 
still more , because the requests which are 
beginning to come 1n from the Allied Purchasing 
Commission are going to be something stupendous, 
so you fel lows have juat go t to ai t down and 
coma back and say, "lolr. llorgenthau, this , that 
or the other thing," and wo can be aa frank 
aa we were on the other business. We got along 
all right that time, ao Wha t I would like to 

:::'•2 .. . 
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auggeat is - where wou ld tho Army and Navy 
like to continuo this meeting? VIe can give 
you a room right down stairs or Yrould you 
like to adjourn to your own offices? VIe 
have got a conference room immediately under 
this room here, 

I t hink that would be a r,ood suggesti on, tha t 
we co ri~ht down there . I am not too sure 
that we can definitely give you the answer 
today on this, ' .e are holdinG a meeting or 
our nemb<l:-s to:.1orrow, a regularly scheduled 
mooting. I assume that we probably would like 
to discuss sooe things with other membo!'s. 

Would sa:~obody from tho industry give me a 
te lephone call when you are roady to report 
back? 

It doesn 't appear to mo , Mr . Secretary, that 
t hi.s is anything they can e1 vo llll 1:nmedia to 
answer on. I think it is something they will 
have to study and have a further conference 
with us or with you to doterml.ne just mat 
their program for meeting thia --

Would it be satisfactory to you, Kr . Secretary, 
i f we meet again hero next Uonday, because 
this 1s quite a bi g program and we would like 
to co:~e back w1 th some sort or a definite thin£. 

Could you do it Priday1 

Y oa , I think we oo uld a rran11o 1t !"riday. 

l':e can come over to my office. 1/e have an 
assembly room over there. I expect there may 
be soce detailed i n format i on we will want to 
r efer to in our f iles. 

When do you want to meet again? That is the 
only thing as far as I am concerned. 

I am quite sure that Friday is too short . We 
would like to make i t Monda:r. !bat will give 
us over tho week-end to get all this - -
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Can we •et 1n a prel11ll1na17 way betore tbat 
While the group ie atlll here ao that we are 
clear What we are drlrtng att 

We will aeet w1 th you for the reet ot the 
attemoon . n.en we would like to set our 
aeabere together and line up the 1bole eebedule 
and be back here on Monday to meet wl th the 
Secretary , i f that 1a eathtactory, 

Ia llaOO o'clock a good t11Mt 

llaOO o'clock !l!ooday 1110rn1ng. 

And then 1r Colonel !lu.thertord and Captain Al=7 
coul4 report to me what progreaa they ba'fe -de 
during the day - JOU two gentleaen (AlliQ' and 
Rutherf ord) could report to - send me a little 
written IMmorandum to1110rrow 110ming. 

Yea . 

Thla la quite confidential, you mentioned, How 
IIIUoh ot tbia can you give out to our various 
-beret 

n.aae gentlemen of the Arllly and Navy will ba'fe 
to answer tba t . 

I will apeak tor the Navy, VIe ban no objection 
a t all to l ta release to the otticee ot any 
... oh1ne tool firma that -Y be in it. 'lie would 
not like to have it given any publicity. 

Ae tar ae we are concemed, we are not particularly 
anxioue to have any publi clty a• t ar ae tbie 
meeting ia concerned, becauae we juet don't 
know what we are going to do and we don't want 
to diaouea anything. Some tellowa were trying 
to get aome etateaente fran me thla morning. 

Well, at least you have got eometbing to get 
your teeth into. n.en I will put lt down for 
lOa30 Monday with the Armi and Navy and I will 
meet with the machine too industry at llaOO 
and then i f you gentlemen could give me a 
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memorand\a ot 'llbat happen. durin& the da;r, ao 
I could have that 1n the morn1ns and 1t tor 
aome reaacn aanethins should happen during 
the da;r that ;rou did -nt to eae me, I would 
make myself available. 

'l'llank ;rou ver;r 11111ch, that 1a tine. 

Thank you all tor coming down. 

245 
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ARMY AND NAVY MUNmOHS 110ARD 

MUHmOHS BUILDING 

WA8MI NOTOH. 0 . C. 

I:Ay 27, 1940. 

'ID,IO!WIDUlJ For the Honorable Henry Morgentlulu, Jr. , 
SP.cretary of the Treasury. 

SUBJ• CT: Dnta for l.tachine Tool Requiro.:nente of the Army 
Lnd the !la\7. 

l. Attached hereto are data r8')uested by you in conn<te­
ti~n with tho estJJ.ated o>~tput de».nd upoa the D!lCbine tool :.enu­
ract'.&ring industry occasioned by the 1941 appropriat.1011S, plus aup­
;>la:oont.al appropriations, for the 'l'iar and tluy Departz>ents. 

2 . t.n eatiloate covering the 8acbine tool r "'Juir•,ents 
1111d )>OS~ible distribution arising froa expo.n•ion ot the aviation 
indus try froa 1 ts J)resent base is sbo1ll'l on page three . 

3. This esti:nate was prepared by the rtachine Tool Coll­
oitteo or tho Army and 118'17 !Jun1 tiona Board . Any fUrther inforlll8-
t1on wUl be gladly furnished by this se.ae Committee . 

1 Incl . 

For the Army nnd Navy !.lunitione Board: 

~~~4/ 
C!WU.F.S l!l.Nts. 

Colonel, 0. s. Ar.q, 
~ecret.a.ry. 
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.. 
llocb1:DO ~ t lJ,,OO,OOO 

~ (~) ,.. .... 1,ooo,ooo 

.ur Corp• Ba ... 2,000,000 

SO.b !btal......... . . • 16,500,00 

1.0,000,000 

20,000,000 

Snb !btal. ••••••••••• 30,000,000 

tO!lL......... 146,~,000 
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11m 

k'f7 TAl'd I< st&WIIUI • 14,000,000 

~ 1,000,000 

*"1 0t ' ·- n.ate 9,000,000 

Jlaftl. .t.'liati.oll Ba ... 2,000,000 

~ ••• .t 26,ooo,ooo 

OUIID 1D1iL - rn, ,ao,ooo 

. ~ 
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§WI 611111. llY1 malt 

Bendini • • liiO,ooo • tno,ooo 
Borin& 1,if14,000 2,400,000 4,074,000 
BroocbSftC 186,000 a,ooo 194,000 
Cut-ott 286,000 286,000 
llr1llinc 2,790,000 1,su,ooo 4,)01,000 
Filln& 9,000 9,000 
Fors1ac ,,,34,000 912,000 4,446,000 
Gear CUtt.iDc 2)2,000 480,000 ?12,000 
Gr1nd1llc 5,208,000 1,70S,OOO 6,91),000 
!!clr1ac 232,000 8,000 :u,o,ooo 
Iapp1Jic - 44,000 44,000 
Latllto u,w,ooo 9, 630,000 2S,o68,ooo 
l!l.ll .... 9,114,000 3, 53,,000 12,649,000 
Plamro 884,000 2,301,000 3,185,000 
Polioll " Bolt 21,000 21,000 
PreeHo llech. 2, 092,000 82,000 2,174,000 
Preoou ll;fd. 2,5Ss,ooo 1.44,000 2,702,000 
I'I!.Dellinc ss,ooo 8s,ooo 
RiYet.iJli 13,000 13,000 
Sbl.pere 884,000 954,000 1,8)8,000 
Shearo 330,000 330, 000 
Sl.ottere 507,000 507,000 
lhreading 1,in4,000 36S,OOO 2,039,000 

• 46,500,000 • 26,000,000 • 72, 500,000 
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Ben:!.1~ 
Boriq! 
Broaching 
cut-ott 
DrllliJ!& 
F1l1lw 
For~ 
a.ar C..tt.~ 
Grind1aC 
~ 
!AppiJ!& 
~thea 

t 1, 0S31000 
6, 331,000 

)90, 000 
6.U,OOO 

13,4SS,OOO 
:!6, 000 

) , ().42, 000 
4, 875,000 

24, 11S, OOO 
677, 000 
988, 000 

40, 729, 000 

. 
~ 

111ll1~ 
~'lADera 
M ilh & a&tt 
rr. .... ,Mecb. 
rr. ..... lb'd· 
Pwlcb~ 
Ri ... tinc 
Sblrper a 
~~bear a 
Slott.ra 
~ 
ll~trio Wald1.oc 

'IOUL- $ 130, 000, 000 

Sl! !!!!A B I 

t 130,ooo,ooo 
u.,,oo,ooo 

26,000,000 

ORAIID ,;>UL • • •, • , $ 202, ,00,000 

• 20,033,000 
299,000 
208,000 

1,196, 000 
3,159, 000 

104,000 
1.69, 000 

1, 118, 000 
1,040, 000 

4SS, OOO 
4, 901, 000 
1, 066, 000 

213 

W, H. lloclarhOla, llaj or !!, S, J.no' 

JlacbiN 11>01 Cclni tt .. 

&!!llf..aVI IIIIII!IDIIS BOAliD 
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OFFICE OF THE ASI!IISTANT ......... I MY 

W..wHI NCI'1'0N. 0. C. 

~ 27, 1940. 

IIBIIlJIAIWJI FOR !HE llliOJWILB IIIIIIBI lll8G!IITIWJ, Jll. , 
sr:c&ftllli or m TJWSUBI. 

x-i a l olluaa, 
!be .UaietaDt llecr.teq of War. 
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~ <"-rf>-'( 

ANGLO-FRENCH PURCHASING BOARD ~I· 

Denr Henry, 

WASHINGTON: 
715 15th ST., N. W. 

J.!ay 27th, 1940 
• • I I 

f:(' I I I - . ,\I\_ ...... • ,A 
"') ,... .... 

.J1)1 +· · ( 
C. D. Bo~e had just arrived in my office 

e.s you telephoned this afternoon . lie ho.d ith h:iJ:l 
t •·o or three of his r::en fror the Winistry of l.:unitions 
nd Suprly (he is also Winister of Tr· nsoort) having 
brou~ht them dovm to t alk over va rious Canadian oroblecs 
\'i t h o~tr organisation . · 

• ~- ?~ked him about the situation in re~ard 
to aircrat~tna-must compliment you on your Intelli~ence 
Service l The informa t ion Tie s not ouite accurate but 
it was much r.:ore accurate the.n I would have thought 
possible . However , it seems tha t their new progr amme 
of pu·chase here to which your approval is desired 
(see a ttached memorandum) and Ylhich hc.d been developed 
between 12 noon and 5 p .m. to-day, f'its in with the 
idea you expressed on the telephone in that it is for 
Jacobs ))0 h . p . engines and should build uo th t manu­
facturer ' s potential considerably. 

Mr . so~e is anxious to pl ace the order 
to· o~roYI, Tuesday . 

As regards t he nitrocellulose powder plr~t : 
the minute the authority came froo croos the ·.:>ter 
v:e proceeded a long the lines of authoris ing con t r actors 
(pending com~letion of contract documents) t~ oa~e 
such substantial expenditures as may be necessary to 
develo~ the maxi mum buildin~ speed possible . Our peoole 
o.ro in Wilming t on t his week, endeavouring to button up 
the contr uct t erms and detnils . 

Henry !'or ; enthau, Jr . , Eso., 
Secretary of The Trecsury, 

~ashington , D. C. 

... :•r .. 

Yours sincerely, 
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BRITISH PURCHASING COMMISSION ZS2 
MEMORANDUM FROM Mr. J . B. Carswel~l ________________ __ 

TO Mr. Arthur B. pyryis 

27 t h May 194_0_ 

Re British Conunonwea lth Air Training Pl~n . 

As you know, on Saturday a very dis turbing 
cable arrived from Engl and advising the Canadi an Government 
t~ t the del ivery or Anson plones to Canada - being the 
British contribution towards this general scheme - would 
have to cease for a period of two months . The Hon. C. D. 
Rowe is ve ry much afra id that the delay may be even more 
serious and consequently action had to be t aken a t once . 

2 . This morning a ~eetin~ was arr~ged with 
Canadian governmental representa t ives and the British Pur­
chasing Couunission in this office, to explore the possibl e 
ovonues t hr ough which this deficiency could be obvia ted . 

J . On t he t el ephone we 3poka to a gr ea t many 
sources of a ircraft supply and f inally it was decided, l ate 
thi s afternoon, subjec t to your approval , to purchase some 
2, 000 engines, type L.6MB f r om the Jacobs Aircraft Engine 
Co,,pany. These engines ar e r ated a t J30h. p. 1 delivery to 
be comr leted December , 1941 . 

4 . If this arrangement can be carried out it 
will meet one s i de of our difficulty only. The second 
d i ff ic~ty will be the shortago of comple te aeroplanes 
sici h r t o the Har vard Tr; i ner type N. A. 66 . VIe have alre~dy 
-l~ced orders, a s you kno~ , for delivery late next sucmer 
(1941) but the absence of deliveries from Engl~nd puts us 
l · urv.~nt need of 500 Har va rd Tr ine r s of this tYlJe . We 
under t and fro~ North American Avia tion that they are turning 
ou t a t the ra te of 7 per day these machines for the United 
St "l t e s Government . Would 1 t be possible to ask \'lashing ton 1 s 
nss l s t nnce in giv ing us priority on these ~achines t o t he 
nbove extent? 

s. Canada wil l now also be i n urgent need of 
s ix twin-ongine flying boats PBY t ype . These also were to 
ha ve come f r om England . l'le believe t hese machines could be 
made ava ilable t o Canada wi th Wanhington •s per mi ssion. Your 
assistnnce in th is matter will be highly appr~ciated . 

~~~~ 
LiJison Officer 

DeP" ft~ent of ~unitio. s and Supply. 
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CONf\OEtHIAL 
J. ~ hv f..h,_........, 

~ 

-··,.... 
... N·, ...... ..,...... . . 
... 

bll I ..... ,_~ ........... a. 
tor u• .. ..._... .. a..,... el .._ ..a&WI&N .. ....,.._ 
ul aliA lOft I'M• ..... U....... 1 te .,U 
JO,l .... 

l or and In the oboence of 
TU Cblel of the Air Corpo, 

B. lt.. YoWl~ Bdq. Geoeral, A. C.. 
' t t I CWal of IAe Air CoJJ)I: 

CONAOENl\AL 
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FOR TKE SECRETARY: 

~lay 'e:7' 1940 
~:~5 p. m. 

General Uarshall calle" and said he was to 
give you informati on on sales or weapone abroad. 
He has not round the solution yet but believes he 
is on the trail of a method wh1oh will solve the 
~~tter and will hAve the 1nroro~t1on for you 
to~rrow morning. 

D.E. !II. 

258 
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DEPARTMENT Of' STATE 

WASHINGTON 

KaT 'l/7' 1940. 

The 8eoretary of State preeente h1e coapl1aente 

to the Honorable the 8eoretary of the Treaeur,, and 

enoloe .. one cop:r of telegrp lo. 1~ of KaT 27 froa 

the Aaer1oan bbaee:r , London, reporU.na on certa1n 

d1ff1ou1t1ee of 1aportere of Aaer1oan aaoh1ne tools. 

llo. 1~ of KaT 27 
froa London 

259 
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• 

RD3 

Secretary of State, 

'1aal>i113ton, 

1318, aay 27, 2 p. u . 

C'RAY 

London 

Datetl !.lay 27, 1940 

P.eo 1d 8:50 a , mJ 

American Consu1, Bu•m11\3h&m re.,orto tl'.a t tJaehinc 

260 

t ooJ i.11')0rttr~ distributo1•s Jirn1n{lllam nrca stat£ thEy 

nn•E ·.1a;med by Brit:!.s~ Air ' !inhtr:v that c.rdcrs for 

American machine t~ols ylnecd after m1dn13bt of ~unday 

llay 26 would not ( :•cpcat not) b£ tillEd , 81m11nr rrports 

ow.•r tnt London. Vu•y lar3E orders acoordl.n3ly placed by 

ca~l£ ~t tranc fcn~s thot scriouR results ror British 

im.~otry nUl rollon if in tact no further orders can be 

a ccep ted 'by American mnnutoc turers . 1equest cable os to 

v::U:tl:.cr nny embargo or other· imped1nent to fu1f1111ng 

f'url.htr British ordErs plc.ccd c.tt er Uc.y 26. 

KENNEDY 

KLP 
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l.!a7 ~. 194 0 

Uo.J or Lyon called a t 8: 55 a . m. P.nd gave me 
the following informat i on which he received from 
Chaplin a: 

•l:r . Donald l.lartin, the 'IID'1ght Aeronautical 
l i censee in Canada , ini t1at e4 the r eques t 
t hrough Chapl1ne f or the addi t iOMl. training 
~n~1nea f or Canada. 

"The 'ini ster ot Transport ation (Ur. Howe) 
"1t h t!r . Duncan, Ur . Snnde r aon Jl:e il and two 
of'1cere or the Canadi an A1rfor ce arrived 
1n N~w York las t evening or early t hla 
morning for the puroose of going 1nto 
American production or tra1ntn~ engines .• 

D.E.ll. 

2Sl 
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TREASURY DEPARTMENT 

INTUt OI'PICK COMMUNICATION 

leol'lla17 •r.-\lla 

Dr.o.er,.J.IIN4 

1M 1l\'aaUoa a\ jlllooa lo far troa oaUifao\41r7. 11> 

boeia vl U., \Ill preol11 \J'PI ttl oac1Do aov oa order bao aot pu11t 

aa lfflolal U., teo\. l'v\llor.ol'l, 1~ro.l ~-- foahr" 

of Ulo 4ollca aro 1tlll qv1U...-11. Jl.&allT, procl'IICUoa 11ao ao\ 

71\ r oo.lq pUoa-- ...,. 

'llle ...,..... for Ullo 11\-\loa aro brllflT ao follow • 

262 

!bo 1'1'14•Uoa orior - plaoo4 oa \Ia. lhftlac ttl a 

proto\7P1 eac:lao mtah pull4 • J,zrq \11\ - throo T&&rl ap. 

!hlo qlM, h-.r, ha4 a lover rat 1Qc d - a 1oa-l eTol eac:lDI. 

fo faollUah 4olinrl" tho J,zrq autborlsl4 .Ullo011 to pr00114 

wl\h ohlp.oa\1 .,._ tbo -ll'lh•A!ac \ha\ \Ill qlDI 1Ull .,., 

pan aa otflolo.l \o1t 11114 UlU .Ullooa 'bo l'llpCDil'blo f or ooi'I'IO\­

lac 4ofooh la all -lDII ohlppl4 prlor \ o Ulo oaUifao\Gr7 -­

pll\loa of ~ a '-'· 

'llle ........ I la 4Mlp 0- ~- ............ \Ill f8ft U.t 

All11oa hoa pll'llo\-lT Scaorl4 fall v11 oa h1\ ao4 at t ho ~­

UM h&o ao\ ,_ 4lll-\ la oari'Tlac Ulro"a&b \ho 4eTol-\ ttl 

\ho 1"11 ... 

"'" pro4,..,U-. ol-Uoa h 4• \ o -~...-• vl......,, 

14oqv\o &Yl&Uoa aporloaoo ao4 \o \he 1.- of okUlo4 lallor -

ou\-.4 \o U.lo eon of ....n:. 1M la\\or la • porteotlT tiGI"Ml 

ooii41Uoa la o\ar\loc 111' a ..., )llaa\. 
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. . . . . . . 

!IU ait•U• la amou 10114 l ban ,. .. ~ u. .... ,., 

wUh Allleoa UfWh at- \Ia' e!Moalt M 'Alia 1Mk1ac '"""" 

correot~J~c \ha -cta•riJic Utfi.GII.lU• . l ,.._., tor,lllrUit '" 

.Uacuaa t~aa ata}l8 with :ar~ar O...ll'al 0 , 1, :arau ot \Ia 

.Ur CO!'pa ot ~ ~. ..._whUa, l .. wCIZ'IrlDc oa 11\har ucl•• ot 

tha probloa vb1ah l will wiab h Uaoua with 7011 ehorU7. l tbbk 

1t 1e I IIIDUal that all tha II •Uan 'ba ol ~ thro""' \Ia J.1r 

Corpa .-4 ~t that or.-la&Uca 'ba tha - for .uhiaterlDc 

c1Y• tha •ttor at "" praeat ts..a, aor th .. 7<a , __ ~ 

oonoaraa4 r~ 1\, 
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!I.H.Jr: 

Opera t or. 

!I.M.Jr: 

O,erator: 

!I. I' .J r: 

Operator: 

!! .V. . Jr: 

Operator: 

H . l~ .Jr: 

LeaSing 
Rosenwald: 

!I .'I . Jr: 

R: 

!I .~ .Jr: 

R: 

Hello. 

May ~, 191!o. 
8:37 a . m. 

J.lr. Secretary , I ' m atra1d I can• t locat e 
Hr. Lessing Rosenwal d. Can you tell me with 
Vhat department he 18 up thet:"e? . 

Hello. Well call up Seara Roebuck there. 
He ian°t in t he ~eaeury . 

Ho , I know. 

Call up Sears Roebuck up there and ask them 
where he can be located. 

All right , sir. 

Sears Roebuck, aee? 

Yee . Thank you. 

1!:4<• a.m. 

Hello. 

Good morning, Leasing Roae.nwald. 

How are you , Leasing? 

Fine , thank you. 

Good t or you. Leasing, I • ve been looking 
t or a IDilll t o cooe down heM and help in the 
Procurement Section. It eounda :.ike 3) . 
Dr . Compt on, ot M.I.f. , reco~ended Edward 
Brooke, Vice Preside nt ot your O<>"'J>any. 

Yea. 

264 

And he aald he though t h e came &II near anawer-
1ng the descri ption ot What I ga·te him as he 
knew. I wanted your very ·trank opinion a a t o 
~lr. Brooke, and eeoond, Whether ·there wae any 
poaa1bi l1 ty ot bor rowing h im ae :1 Dollar- a-year. 

Regraded Uclassified



I : 

, 0 

0 0 0 

. . . , . .Tr: 

''.".Jr: 

. . u . Jr: 

'1: 

•.• f , J!"! 

il. 

u." . . Jr : 

!1: 

- 2 -

Yeah . Well, let me -- I'll answer those in 
two section. 

Please. 

Tht· t'1rst · one -- he ' e a wonderful fellow. He 
hav a tine knowledge , he has a wonderful 
tr11ining and he ' s got a perfectly grand 
pe1•sonal1 ty . 

Yenh. 

!!e' s t he highest type r.tan you could possibly 
~ant -- he's a younger nan, I i magine, in 
bit early forti es, but a man who is absolutely 
to~ notch ae to character, a very pleasing 
iDiiv1dual and a man Whom I have known t or 
several years and adcire tremendously. 

Yeah . 

So trom t hat angle I don't think you ' d be 
ma~ing any mistake whatsoever. He 's Just 
on3 grand fellow and I ' m sure you ' d t all 
t or hi m • 

The second t hing is this, I ' m in no position, 
?.t nry, t o give you any information about 
Bl~oks because I'm not ac tively connected 
w1 th t he cocpany, you know. 

I know. But I thought t hat you could te l l 
co yea or no on Brooks, you see , on a personal 
bBB1s . 

Y~s. 

You're telling me Just what I want to know 
a a to . .. .. . 

Yea, wel l that's why I answered the second 
part last . I don ' t mean t o aay by that that 
I wouldn't do anyth ing about i t, I'm Just not 
i n a ooaiti on to do it and I t hink you'd have 
t o t ake the second oart up w1tb General Wood 
or Tom Carney or one ot t he ott1ciala ot the 
OO"!>any. 
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H.H.Jr: 

R: 

H.l!.Jr: 

R: 

!l . II..Jr: 

R: 

!l . ll. Jr: 

R: 

H.!l.Jr: 

R: 

!! . !{ . Jr: 

R: 

R.l!.Jr: 

R: 

!!.I!.Jr: 

R: 

R.M.Jr: 

- 3 -

Well , who ia the prea1dent ot the oompan7, 
novr 

!. J. Carney. 

!. J. Carney. Well, would he be the man to 
oallt 

Either call him or General Wood. 

Well, I 'd a little bit prefer to call Carney 
it you tblnlt tbat •a juat ae e ttect1 ve. 

Why certainly. 

What? 

Just aa. 

Vell, I 1 11 do that. 

But aa tar aa the man himeelt ia oonoerned, 
you wouldn't be making any miataka at all . 

I understand he has an engineering background 
that's what I aaked tor. 

Yea, he haa. 
more or leas, 
t he t actor1ea 
interest. 

He ' s an M.I.! . man. He's had 
well really had char ge ot all 
in wbioh we have a financial 

5o I understand. 

And also had a pcaition ct auperv1aing many 
ot the· taotor1ea where we don't have an 
interest but where we have a very large per­
centage ot their output. 

But 70U personally know him and think I 
couldn't go wrong. 

Abaolutely. I know him intimately and I 
thi.nlt u a IIIIUI he' 1 a t1 ne man and I think 
he hal a great deal ot ability. 

Wall, thank• aver eo muob, Leeetng, and I'll 
call up Mr. Carney and ult hie. 

26G 
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R: 

!l .v . Jr: 

R: 

?..!' .Jr: 

R: 

~ . !'.Jr: 

P.: 

- ~-

All right. I hope to eee you e ome or these 
days. 

Well, it you're ever ooming t hi s way, give me 
2~ hours or ~g hours notice and come in and 
have lunch or supper with me. 

Thanks ever so much. 

I really mean t hat invitation. 

All right. Thank you ever so cuoh. 

Thanks, Lessing. 
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(Ron4e4 b7 Wr. Plooent , Ploanc lal Counaelor of \be Br ltl h 
llr. Cochr&D ln tba 'l'naour7 at 7 p ••• , *7 27.) • /~f-

268 

His J.:ajeaty• a GoTernment has had under 

consideration the safeguarding ot tunds belonging to 

that Government , which may be deposited trom time to 

time in banks in the United Statea ot America, trom 

the riek t hat actions mi ght be atarted by German 

interests tor the attachment ot these tunds in respect 

ot debts due to Germany: 

The most important caae in ~uestion is 

t hat ot the accounts in t he Federal ReaerTe Bank, New 

York, standing in the name ot the Bank ot England. 

While these accounts do, in tact, represent tunds 

belonging to His J.:Sje sty• s Government, it would appear 

that there is no absolute protection in the present 

state ot attairs against some attempt to attach these 

tunda in respect ot debts owed by the Bank ot England 

to, e.g., t he Reichsbank, which were trozen on the 

outbreak ot war as a result ot t he Trading with the 

Enemy proTieions. 

His VAjesty's GoTernment have t aken legal 

advice on this matter a nd understand that the only 

certain protection would be t o convert these Bank ot 

England accounts et the Federal Rese rve Bank, New 

York, definitely into British GoTernment accounts, with 

the title in each case ot •Hie Britannic J.:ajesty's 

GoTernment Account• . 
The Bank ot Bn&land baa been in comuni-

oation on the subject wi t h the Federal Reserve Bank, 
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end it ia understood that the initiative tor a 

change ot this kind should come trom the United 

States Treaaur,r. Bia Uajesty's Government 

would be gratetul it the United Statea Treaaur.r 

would give early considerati on to their request 

that this change should be made. 

It the matter ia agreed in principle 

the neceaaary technical inatructiona will be 

oent by the Bank ot England direct to the 

Federal Reserve Bank. 

Britiah Embaaay, 

Waahington, D.C . 

27th May l~O. 
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KaT 27 . 1940 

I(])(Oll.tJillOM !01 Mro, nots 

Conference held at tho 8oorot&r71 t hoot BuDde~, Mar 26th 
a t 12 noon. 

Preoont : Socrot&r7 Morr;ontban, Mr. 'l'arloau, Mr. Blo,.P, 
Kr. O'Donnell . 

. 270 

Mr. lllouel> ohovod tho Socrot&r7 oonral altor1111tho ochodnloo 
t o obtain additional tax ro ... nueo '1>7 J'tbl'UIIr7 1 , 1941. '1'ha Soerot&r7 
oald tbat ho wanted Mr. Snll bon t o 'be called and notified to bo baelt 
In Yaahlacton on Mondq W>rn1nc. 'lho StCl'otar)' thon oxoal.ned tho 
ochednloo and oaid tbat ho dooon' t lllto All:l new fol'll of taxation to 
bo uoed at thlo tao, 'but wnld rather uoo oohoc!nloo ealllnc for 
IIOl'o fonlllar tn>eo of taxoo. Tberofore, bo die! not cant for tho 
ochodulo 1apoolnc on oxeloo tax on diTidondo, r onto and oalarieo. 

Tho Secrot&r1 then aokod for flcuree on tax colloet1ono If o 
1o< tax on 1939 1ncODO tax 11abllltloo of corporation• and lnd1T1dualo 
""" to be 1epooed. Mr. O'Donnell t ald t hat that would roonlt In ap­
prox1matt17 90 m1111ono fro~ corporatlcno and 100 ai111ono from in­
d1v1dualo. 'l'ho Socrot&r7 oaicl that be wanted thlo to bo collected 
oomotlmo boforo tbo f1rot of J&DU81'7• 

'l'bo Socreta1'7 tbon &akod vhat tho 'l'r oofU1'7 would secure If vo 
l ncreaood tho tex on di s til l ed spirits fro• $2.~5 t c $2.75 per callon 
vltb on accom~D& floor stock tax. Mr. O' Donnell said "' vonld 
ralao b7 JSDU&r1 1 sl>out 50 a l lllons . 'l'hon an lncreaoo cf tho tax 
on boer vas diocuooed, t ho tax to bo lncroaoed fro• $5. 00 to $7. 00 
,.r barrel. '1'ha SeCl'eta1'7 VDI intoned t hat vo would raioo 50 allUono 

b7 J 8DU&r1 1 • 

.An iucreaoo of p.ooUno texoo from 11 to 3/, Mr. O'Dounoll 
ootiaatoc!, w uld raioo on additional 170 allllono '1>7 Jaogar,r 1, 

!be Socrota1'7 then totaled tteao tax incrou oo and tho7 oaounted 
to $460 allllon, Tho Soerotl\1'7 oald that t hlo ooomed to fill tho bil l 
bocauoo it corrooponded v1 tb tho ...,unt of a4d1 U onal ronnuo tho 
Prooldont hod aokod for e&rllor t hlo year In order t o aoot national 

detente n1M1. 
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!be Secret~ theA aako4 tor & ocho411l.o to bo proparecl which 
wolll.d ohov tho lacr&&oo 1ft te.r.eo dhcuuod olld would ohov their 71•14 
between .T\117 1 , 1940 &114 Dec•bor 31, 1940, aDd &loo tho 71o1d botwoOD 
JU17 1, 1940 &114 Jwse 30, 1941, 

The Secrotur thea o&ld tb&t no autloa bad ben 11114o ot ..., iD­
oroaao ia tobaoco taxeo. Re o&id that in hio opinion tob&cco ohould 
olw'e iaeroaaed taxao with pooliua ud liqllOr, Mr. lll~ and 
Mr. 0 1DoDDell BQoed vith hia tb&t it woUld be oater not t o 1oo.4 the 
1nero&ood taxeo oo1ol;y on gaoo11no &114 liq110r but to opreo.d it onr 
tobacco product• a. well. 

!bo Secret~ thon aoko4 tor tho $100 a1111oa which vao to bo 
oecuro4 fro• diot1llo4 Uquoro &114 fro• boer to bo oprMd, one-thU.I 
diotlllod liquoro, one-third t o boer &114 oDe-third to t obacco. 

'lho Secretur said ho ,...ted t ho ocho4ulo 1ft hio banda bT 9:00 
llon4&7 •ornin& bocauaa at that tiao ho v&O &Gin& t o conoult vith 
Mr. Do~tou, Mr. Cooper &114 Senator R&rr1ooa, Re &loo said thot 
he """ soi~:~« to hen Mr. Maclll &Y&il&blo tor conoultatlon on Mon4&7. 

:;:_ /V-- . 
Thcll&o T&rloen 
Loa1o1ot1Yo Counool 
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llq 27, 1940 

Kra. n .otz. 

Meotlft& ln tho Socrotorr'• office Mond8;r, MAT 27th ot 
8:ZO 3 . m. 

Proaent : Mr. DN>lel Bell, lb•, John L. Sllll1nn, Mr. GuT !!elnrl ft&, 
Mr. Roy BloU&h, Mr. 'arleau, Mr. O' Donnell , Mr. Roowell 
Megil l arrlTod at about 8:55, 

no Secrtt&l'7 oal.d that he and the Preol4ent had eueed thot it 
would be a.bloable to 4etel'lline 'llhot actloa tho Coouue would be 
vill1"6 to tlllce at t hh tlu with recard to r&lolft& the debt liloit 
and v1 t b rep.rcl to eddl Uooal tuoo. 'Phe Soorotar)' o&ld bo had aoked 
Sei>Ator llarrl aon, Mr. Do\16hton and Kr, Cooper to •oet vith biz at 9 
o 1 clock 10 that ho could aok thea to find out t he t011per of the Coeueu 
&e.d to report bact to hh1 to:x.rrow aoruiog. 

no Seortt&rl' 0&14 that he peroooall;r felt otroneJ.;r that a n&tlooal 
detenoe tax ehould be i mposed, He o&ld that ho hod felt oo t or oono 
tlmo and that the Oftllup Poll lDdleated that tbe public belloTod ln tho 
neceoo ity tor addltlonal taxeo . 

Mr. Bell a eked hov much a t u on ooft clrlnko would brine. 
Mr . Sulliv&D o&ld about $75,000,000 . It vao pointed out t hot that 
fli'Urt wao Dot bo.oed on a tax of 1¢ a boUle but on the b&eh of the 
old oott clrlnk ta.: which vae a tax or a percentage or tb& Talue. 

'i'he Secrtt&l'7 then aoked Mr. Sllllhan bnw be tolt about the ac:l:ed­
ule which Mr, O'Donnall banded t o t bnu prount, Mr. Sullh'an o&ld ho 
414 Dot ll.l<e tho 1M additional tax on 1939 h.l 11obll1t1oo O.:cauae lt 
did not tit in vi th tho tuture prosroa of tuatloa aad bocauoe it -• 
retroo.c:t !To, !1M Secrot&l'7 pointed out that thio tax woo alon;; the Uno 
of the Preo14ont' a ~estlon. He t haD ooked Coaol aolocer Hol Ytrlnc hoY 

he f elt obnut lt, Co-.luloner EelverlCl; 0&14 t hat he didn't liko tho 
re troactlYe f@ature e1 tDer . 

'l'ho Secrot&rj' t hen aoke4 Mr, Sulllnn bov t~ddl tlonal 1110no;r woo 
to be r ecelYed prier to Jauuar;r l lf t hi a a ethod vae not adopted. 
Mr. SulllYan ohoved t he Secretary another achedule. no Secret!U7 
oald t hl e ecbedule le uneatlo!actor;r bec:auoe lt vao coapooed ent1rol;r 
of conoumero ta.~ee 0114 that the t&.l on gaoollne ln t hot ochedule vae 
too hl£h, Tho seereter;r t hen oald, reoll;r tho queot1on vae vhetber 
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;:ay 2? • 1()40 

In 11'1)' conference •tlth Harri son aml Cooper I was 
n•:Yited to find t'l.."\~ Senator llnrr\son oomolctely reversed 
hlmel'l ~ . He no•v not only favo:-£ lnorenslnr- the debt 
l1ml t , bu t also a tax b lll. So does Jerry Cooper. 

Thl' 1nteres:1 n~~; tl-.1ns; l s tha: rr!'le n I nsked t!-.e 
::::•••ldent , l'\te 1at:.trday , would he t Alk to t :1e so- called 
•a1 Four • n!>out ~r.e debt 11m.1t , hr en1<', "No , he d 1d not 

•nt to.• I s~ld , ·~ell, l et r.e ~ake a survey• ard he 
•• , ·~o ahead ~d do 1t.• I only t~lked a~out tl-~ debt 

:1r.1 t . 

Ove r t he -.eek-end, entirely on mJ ~n , I decided 
we sloo O'.lf'ht : c 1--"\·:e a tax bill c.nd I called 1n Roy 
a~o~·h ~nd Tnrleau a r.d we wor ked out n m~~ornnd~~. a copy 
<Jf IVhi c!'l Harrison and Cooper took with them i n confi dence . 

I C:on ' t know ho"· the President feels nbout a tax 
bill , but. he sai d t he t he woul<l be in r~.vor or increasing 
every<lody ' o taxes by 10 percent. 

The ar.1us1 ne thin[ t hat luo.ppened was thn t Sulliva n 
~as opposed to t!'lls 10 nercent 1nercaae on t he 1939 income 
corDor a tlon tax and Harrison and Coo~er bot h like ~hat , but 
:.1~~· co:::oletely hit t he ee111!1(" 'fhAn t hey aa" the increnae 
'" •hP. f 68 tnx snd t~t i s ~here Sulli van ~anted to fet~ost 
~~ tt~ QO~~Y ~:-om and I ,hi soered to Sull1va~. "After 311 , 
I .• we not beer. here for seven ye3re for not!-ting• . 

28.1. 
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'1'01 S.ONt&JT Jlorceothau 

lii(IIJ llr. Slllli ..... 

COIIF!RIIICI• llllodarwecret&r7 Bell, c-Laai ... r Ba1ftr1Jic1 Jlr. *cUl 
&114 .... Slllll ..... preMDt. 

It 1a U. -"'- op1n'oa ot tb1a P'Oilll, U. 1'1rat 2 1~ 

282 

011 the talltatift Hi..,. aatiat. preparacl ,..~ 1lb1ch pl"CCrldoo tor 
a 1~ npar tu oa 1939 1Jic<-. tu 11abWt1aa of corpon\1- &114 
1Jid1'fid11Al.a abould DDt be -w. n 1a 0111' r .. llAc that u -u 
aerlou}T clet.r the cllaa1ftd ~~q~UW1oa or 1D<taatrial tacWUaa, 1t -u 
llaft a ~ aDfort.at. aUeot ..,oa tha arbt u a renlt of tha 
•alliJic of aacuri tiea that 11<11114 be requirecliA _..., 1Datucea that -u 
ba -eea&rJ to -t tbia ac!c!itioaal 1Aoreue &114 -u create 1A tha 
a1ncla of tha pllblio Ul -U..• &114 UDOertaiAtJ ..td.ch ~c! be -t ..,_ 
.S.Iirabla. 

ror tha,.... 1938 tha &ftrq& tantatift claolaratioa b7 .laricaa 
corporaticu .... m ot tile uet 1Do-•. • ..... -OIIftC&Cl &114 ... will 
c~ to eDOOilrq& OOI'J>Oftt1oaa to 11-:r out u larp • paroctace of 
1101t iDe- u pouil>le. '!be clulpr ot tlltv. 111poa1t1oa of ~t ncb 
t.u.ae u are 1Dclllllecl u tMa acbec!Dla will teD4 to un- carporatioaa 
to rataiA addiu-1 l'Uerft 1'«- tu ccatiJnlu>ce. 

Ill u.,. or u. tllltatift Jet- eatiatee ~ ta a-tor 
llo.rr1a011 &114 Caacru 1 Cooper tide MI'II1Ac1 w are pz ea wtJ.nc aa addi­
\1011&1 Jli±ta ..td.ch pl"'7'fidM tor u. praMDt --t or tu lecia­
latica to*- eUeotift .lalT let, ..tlich w1U ra1ae the ...., .. M17 
Nftme &114 -u &lao proride !« nlletanti.al.lT i.DoreUec! colleot1011 
ot ta:• ~ lllrch ].5U.. It 1a the mat- opin'.oa of tb1a IJ'OilP 
that the puMp of the propoeecl oew tu bill ebollld. be acca.paniec! b7 
an Act l'aial.ng the c!ebt liac!t ts bllliOD dollare • 

.:::r- \... .1: 
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Tentative revenue estimates anticipating the 
enactment of the entire following legielation 

prior to July 1, 19110 

So urea 
PUll "ear ·. Fiscal •Ju1 1 J I y I 
colleo- year : to 

D1at1lled liquors (rate in­
creeeed from $2. 25 to $3. 00 
oer gallon, with floor t ex) •. 

Beer (rate increased from 
$5. 00 to $6. 50 per barrel) ••• 

Tobacco (rate increased trcm 
$) .00 to $3.50 per thoueand 
o1gerett ea with proportionate 
1noreaee on other tobacco 
oroduota) •.•••••.••.••... •. • 
A~leaione (reduction of ex­
co:pt1on 11m1 t from 4o.6 t o 20.6) 

Soft drlnke (lp per bottle and 
equivalent r a te for airupe 
and extracts) . ............ .. 

Uanut aot urers' excise taxes, 
excluding gasoline (increase 
10%) • •••• 0 •••••••••••••••••• 

Gasol ine (rate increased from 
1.6 t o 2.6 a gallon) ......... . 

Increased revenue due to in­
creaeed Bureau personnel •• •• 

Reduced personal exempt i ons to 
$1 ,500 and $750 and i noreaee 
no1':181 r ate from ~ to ~~~ and 
increase surtax rates in 
accordance With attached 

tiona : 1941 :Feb. 15, 
(mlllicna ot dollars) 

75 !I 

77 
6o 

95 

20 

222 

6S 

91 

67 

77 

55 

1!1 

206 

68 

11 

130 

42 

Schedule A (effeotive on 
calendar year 1911<:l i noomea)V 1,000 

Increases of 1, l i and 2~ in 
6oo 390 

present oorooration income 
ta..x re tee • : . . ............ .. . 

Repeel exemption of interest 
on State and municipal securi­
ties (ef fective on calendar 
year 1911<:l inccmee ) V ...... . 

Total . ............. · · · • 

137 0 

126 

283 

1940 

1941 

reaeury Department , Dlviaion of Research and Statistics. 
Ua:1 271 194oo 

!/ ::xclud1ng floo r tax, amounting to $16, 000 ,000 
1n fiscal :rear 1941. Y Individual returns to be tiled by February 1 5, 1941. 
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~-.~ ,....., 11141rtael _._ ..... 
•~• with propoo .. oaMalo 

Moot ot nrtu : ••• 0~ taz I -=t ol nri&i • Mp.,. 
a.ot a- l wat o[ mW Mt '•see 

(la. tbouNJicla) 
I I I I 
1Proooa.t11'ropooe4J ....... , Propo . .. 

o-• .. - -• II - ~ ~ 
.._ • llo • llo 

~ = 5 110 90 
II ~ I 1110 = s - 10 12 ~ 10 - 12 7 16 110 

12 - 111 II :!0 6oo 1,210 
111 - 16 9 ~ 710 1,690 
16- u u 2S 1,000 2,Z,O 
11 - :!0 13 JJ 1,26o 2,910 
20 - 22 15 ~ 1,560 ~. 6TO 
22 - ~ 17 1,900 ·~0 24 - 26 17 116 2, 2110 5. JO 
26- 2S 19 116 2,6:!0 6,J50 
211- ~ 19 , J,JIIO 8,3,0 
32 - 21 50 ~·800 9.~50 
Jll - ~ 21 52 ,6llo ll,JO 

~ = 
~ 52 2•1:!0 12,11TO 

illl ~ 5J ,OliO 111.~ 
ljlj . Ill 27 ~ 

7,160 16,710 
Ill- E 27 7.700 17.790 , _ 

Jl ~ 9.~ 21,0)0 

~= 35 55 u, l!ll,~ 
Ell J9 ~ 

12,llllo ~~ 611 - 611 ~ 
111,000 

611 - 72 56 12:720 29,910 
72 - 7\ 113 57 1 ·~ !:~ 7'1 - 110 117 57 ~· 80 - 90 51 511 ,,:10 . 270 
90 - 100 55 ! JO,OOO 116, 1TO 

100 - 150 ~ 
!j'J,OOO 76,1TO 

150 - 200 61 f!J,OOO 1o6,6TO 
200 - 2,o 62 62 1:!0,000 1~,6TO 
250 - ~ Ell Ell 152,000 1 ,6TO 

~ = 
66 66 zu.ooo 235.6TO 

,:10 611 611 2!16,000 rr3.6TO 
,x> - 7!!0 TO TO 1161,000 711,6TO 
750- 1,000 72 72 61n,ooo 6511. 6TO 

1,000 - 2,000 ~ R 1,J]l,OOO 1·~·'TO 
2,000 - 5.000 3, !j'J1,000 ,, , 6TO 
5,000 eM OYel' 75 75 - -
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llq 27 , 1940. 

'1'01 Secretary llorgentl1au 

FR0!-11 l!r. Sulll..a.n 

C"~'F'!:RE!ICE• Present: Secretary Morgent.l>au, Senator !Iarrison, Congreas­
llllll Cooper, Undersecretary Bell, CoCIIissioner Hel.,.,ring, 
llr • lagUl, llr. Sulll nn. 

Tho Secretary asked Senator l!arruon aDd CongresG&n Cooper to 
1'3ke a SUl"ftT ot Congress to detel'lline ito attitude on the tax bUl at 
t.M present seaa.lon . Senator llarriaon ~atal:f started to lnterro­
gs te llr. Bell on h1a figures relating to the debt Uait. Congresslllln 
Cooper had the tigures which he had taken d01111 on 11.;y 17th. llr. Bell •s 
revised ! J.aures indica ted that 1n the ennt that "" recapture S700 
tlillion !roG various agencies on February lot, ,... will han a worJd.n8 
ballnce or Sl ,l90, 000, ooo and a balance ot borrowing power of 'n5 mllion. 

The Secretary stated t.'l&t he bellned the country wu ready tor 
a tax bill and spoke of the Gallop Poll, in which apparently Senator 
Harrison and Congressman Cooper had no confidence. They both spoke of 
tho statol!lllnt that bad been mde during tho past week as to a<ijcrurnment 
before Juno lSth. Senator l!arrison stated that he thought it would be 
preferable to increase the national debt. He seemed to be afraid to 
so::>e extent or the LaFollette proposal to reduee exe:options aDd =h 
1>0re disturbed by the tee plans. HC>~Jenr both he and Co!ll;ressman Cooper 
&l:l'Sed that the present psychology demanded that somethl!!l! be passed at 
tllis sessi on . The Secretary suggested t.het it the debt lillll.t ie raised 
... should abandon the attespt. to recapturo the noo .UUon. 

Congress..., Cooper stated that the ll'aJ8 and lteano c.,.,.,n tteo bas 
an underst.andlne that they w1ll not attecpt to do &JVtb1ng until the 
President, the Secretary ot the Tl'easury 1 Sana tor llarriaoo and Congress­
can Doughten han agreed on a progru. The Secretary said he would be 
glad to ask the Senate and the House what they want, and then he w1ll 
cause to be drafted whatanr Harri.scm I10d Cooper 8"68eoted. 

Sena tor Harriacm stated that 1n hie oplnion the countr:r -.s mre 
serious and 110ro contused tb.an it was i n the early 110ntbs or 1917, 78t 
despite this fact there eeelled to be political anglee to the situation 
as evidenced by the letter o! Senator Vandenbers, crit1c111ng the 
Democratic •mbers or the Senate !or 1ntroduein8 no tax bill . Sanator 
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Barri.IOD etat.d that be bed ~ta OODfideoe ill S..tor llcllary and 
J.Ataaded. to ooonlt b1a aboRt tb11 •ttar. S..to.. a.m. ... etet.d 
that llollu'T lll.cht han troabl.e 1D b1a Nab w1 th t.b&t P"'''P 'IIIIo ~ 

' B" ~ 0 

to .alee tiM wr Pe:r fOr' 1 teelt bT AD ezoept1aa&J.4 bleb tu .., t.boM 
coocema amaf&otlll'ill& 1111111t10118. !be Sellato.. dl.nppzoolid the idM 
or JNttJ..nc a tu of l~ 01' lS" 011 the reculU tu atte.. 1t bae bMA 
cletar'lli•· He thoucbt 1D a%17 iDetaDoee 1t .....U be too high. Jeitber 
does Senator JlanoieOD like the a.aeoe PI'Of1 ta tu, ippuen\17 hie 
pl'l!erenoa 1e a anutaot,....... eelee tu 01' an iDore&M iD the tu rata 
00 oorporaUooa and perbape oD 1ndh1dual.e. 

ColleN•- Coope!' etet.d t.b&t be .... fOr' tbe rape!' tu, bolt be 
dl.d oot th1Dk 1t 1iOUl4 pr'Oduce -.11 noao•• llowoet Oil Coact-e_, 
Doll&ht.CII'e return, be will call a ..tiDe of tbe ~ratio..-..... ot 
t.h& 'l.,a ltld lleiD8 c-l.ttee. 

In reprd to the Sobedule wbioh wu oublll.tt.d to tbea and of 
eh1oh be took rfti7 a oe1p7, Senator lla:l'rle011 ,.. oppoold to the ret..o­
act1'06 feat ..... o, wbel'eu Congru...., Coopv fa'IOI'Id tbea. Both object 
to tbe iDoi'IUe of tu 011 gaaol1no. 'l'be7 both hope tbet thie can be 
tho\lght of u a lat1011&l Def-• tu rather tben u a Deficit Tax, 
St111tor lla:l'rleoa euneeted t'bl t iD our Sobedula ,.. 1'1111 tbe tu Oil 
liquor to .3 and reduce it on beer to t6 pel' bal'rllc Se'llltor llan1.ooo 
tMtl· otated that be wu 1n f&'OOI' of itloi'IUe of taxee l~ IDd iD th1e 
..., avoid epec1allsld lobbi es. Be tbeo otatld tbet be thoucbt be 1I01Il.d 
call a -una of b1o eotil'l ec..l.ttaa. 

S1111tol' lla:l'rliOil uke<l 1t tbe Seoretaq would want to 1ncreeee 
tho debt liJd.t 1t eo.,...... ...... b1a tbeee tuae at the p .... eot lllliooc 
!he Seoretaq ea1d tbet be tlloucbt tbia aboiO.d be dooe iD tbe preaeot 
eo111co and tbat tbq ooald get an iJicNUe of $S billion ill the debt 
11111. t. 

h tbe7 1161'1 l•YiDc, Sellatol' ilarT1eon etet.d tbat be tboqbt 116 
ehollld. be'il both a tu Mll1ll"' and an iJicreue iD tho debt lllll.t. Boo 
belll'i6d that •s b1ll1.., .... too -=ll of an 1ncreue, lltboucb tbe7 
OTtDtoall7 th1Dk 1 t 1iOUl4 be ' I , •• w. B1l 1\ll&eeUoo .... to inc­
the taxel t>OW lJ7 aboRt $?00 lll.lllOD and raill the debt lllll.t 2f to ) 
billion dollare. 

Both Sellator lla:l'rle.., and ~·- CDOpe!' appeared to faTUI' 
on 1ocreua of lOll oa all taxea. 

1ba ••tina adjoamed. with an 11Dda'at.and1oi that U..,. ,..,.. to 
meet apiA toolol'J'Oif *'mi"' at 9 o'olook. 
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UNITED STATES TREASURY DEPARTMENT 

~ ... 
v/ 

O" 'ICC ~ 
TMf ATTACHt 

,.IA N'OHAI 

CON,IOr:NTIAL MI.MOIIIANOU" 

111\h a T1 .. to a MN att1aint pr<IMCQUoa of aoo.-ia 

w&J'f.,. u4 1a order to .,...47 tke azt.Uq 4af1daaa1aa 1a ada1D1a-

traUon Cltiaq ltal.-aull: propaau to ....... a oaa\ral ooatrol 'baud to 

bo oalla4 tu liar loon..Uo Cc.al.aa1o• or •- otilar appropriate ,_ 

wUb bi&Hl.t u J)Z'oai4ant u4 T.V. Sooq u Tioa pNa14ant. At J>N-

aant tbo T&rioaa orcu1uUona ia cllarp ot t.lla u.nuoa ot \he poltq 

of axpon 0011\rol ud aoo-so blooll:a4a ot tba oocrupla4 &NU are ... b­

Jaot to tile autilori'r of 41tta:r.nt 111A1atriaa. Tile o-quanoaa of 

ouob laoll: of Wlif la4 control baTe bean iuttic1anq, ocmtua1on, delq 

and •••r ariaing new porblema oTer whicb \he axlatin& or&ODizatlona 

beYa no jUl'ied1otion or oaatrol. 

occupied area and abroad. 

beTa baen undertall:en under prowotion of looal a111t&r7 author1t1oa aid­

ed ODd abatte4 bJ' the aana at allarpahootan t oU•iBC lJl the train of 

paraona 1D Up pol1t1oal plaoaa 1D Cltungk!na. Tba anent ot tla1a 

•.,181111& ODd e-quant 4Nlllap ot NaOV'OU l a n14ant bJ' tba tao\ 

tbat aooord1n& to atat1at1oa the fOQl' son..-nt banll:a lut ,.. ... ao­

qulrad fON1p azcll- to tile equiTalant of onlJ' twen'r ou a1U1oa 

ChlnaM 4ollara. 

'l'lla oaaa of nell wide apnad ...W1na luoa be .. tile 41aoN­

PaDOJ' "'"•n \he prioa of &ooda c01lcoru4 lJl t he world .arlatt ud t hat 
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paid to tho ~aUo produoora or to tho •roll.ch llllooo oxpon billa 

are roquiro4 to bo aol4 to tile ,.,...._at blake at tll.o arb1 V&r7 rate 

o! anon PI"M to tho doll ... whUa oxponora 1n tbo ,.,._. oooupie4 aroa 

clll! oell their billa to 1:be 'balllta arou4 tll.raa to foa.r poaoo to tho 

dollar. 'l'llo producer a ""' •rGhaah aro tlma poaalisod c4 pleoot 1n 

o 41aa4YuUceooa poo1Un •• oc.parod with thaN ia tu oo011piot aroa. 

to dtaoouroco produ.otioa aad export• aad force procluooro to abando" 

their own tiol4 of produot1oa ud 10 1ato other aaro ~retiYa pUr~ 

mite. 

Uador o:rdattns o.rr&D&W•ata tll.o J"&NhaN cd 41opoaal of 

wood oU,ha, 'bu.atlea ell •tala (Ua cd woltr•l, llll1o are ott.1oial-

17 Ue4 up with barter aad u pon orodit ocr-ah oaa oo.l7 bo •da 

by specially duiCJiata4 IOYorDMDtal .... ...,.. wu u 1:be hraiiD Trade 

C-.iu1oa ( thru the ho Blla C~. the Cb1na Vacetoblo Oil C<a­

and tho Ch1aa 'l'ea CallpolQ') , n>a Coatral !nut Co.pa:Q' u4 tba llaUODal 

laoh ot tllaN Or&uhaUna l>aa aoqU1r04 COD.• 

aiderabla oxpor1onoo 1D. tbo1r roapooUYa t1old of oporaUo" bot hero 

agoia thoro ia "o ca .. tral *Otlloritr or ooordtnation body to foroulato 

ud entoroo a W.tfona poUey. !Yen thaao officially oo.,trolle4 pro-

ducts aro "ot tree trca -.altns u nuuo the larce o01111ipMat of 

wood oil ah1ppo4 rroa Hoactona to a pr i .. ate co.,cera 1" lleor Tort '"'oral 

.... the oco . 

lllrtbar u a raw.lt of 1:be official reetrioUo"" o" t'ba troo 

outward ..,.._, of banlcootoa troa t'ba tree Cll1na aroa enforced w1 til 

a Tin tO 111G1A1 U"' the Wlll00008&r1 prtOOUrl OJl the OltCh ..... market 

the Jl&t1oae.l C'\U'rell07 11 at a b.ea"t"f 41acouat 1D Ute tree China ar.a 

_,u,.1 to bowoon rortr aG4 fUtr porc..,t. 'l'hio lara• dhpority 

( 1G tho nluo of tho .,rriDC1 wi thi a &4 w1 thOOt t he fro I &rea ia natural­

ly "" i"duo-.. t to •ugl1aa or ... t .. , by prortnoial baato aad to .... 
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oxtu~ bJ tra1'ollua trca illtar1or oeatara , to Boacl< ... aa4 Sll.-cbai. 

-U•• w1\ll boat ...,. ot\ea wi\llOOlt \M -NC7 pas!uioa or \lle 

111a1otrr or liu.aoo. S..U•• u.. _.,, ot aotoa 1a u4enaba 

by •-ro1&1 bub u ooftr ror uolo&JI&il tru .. ouoaa 1a 00.,p1o4 

oreo .... uro. '!'Ilia ooad1 U on uiob aot beOOD.N ot lack ot ooanol 

1110oblaary but ra\ller to t be ~rtaot work1DC or aa14 aaobiaory. 

At na proaant \~ Cbi&DC Jra1-abat aaia~aiaa tall control o•or 

a1llt«r7 and pol1Uoal attain, bolt aooa .. lo ud tlaaaolal Mt~ara ••­

to be ca.pla~ol7 OQt or band. lJI Ol'dOI' ~0 &aiD. ~bot DOOOIICf7 OOD.UOl 

ot tllo aooa<aio elwaUon bo aow propoou ~o oatobl1ab a control bo&l'4 

wtdar h h poraoa&l wporrta1on wi~b 'I'.V. 8oODC doiDC tbot ll.oayY work. 

lllo\llor ~bot letter will eccopt \bot o-aalon Ulllua tllll ~r ~o 

tol'llll ato and a4111Diatar l •• IDd I'IC"laUou, Mooaaary to otticiut 

bandliDC of lllolo a Uotliab job, 11 ooa~rall- Ill hill 1a d""b-1. 

'l'llat ba wou.ld bo ruthluo in tho appUoaUoa or aq powor conterrad 

upoa hill 1a tbo roroaoao conoluoloa or \llooo who I<Dow hill - but that 

a ruthlooa haad 1a Doodod at tba bola at tbla auce or China'. attain 

1o tao~ beOoa1Jl8 a COD.YicUOD.. 

Bonftr, tho proposed plu will aot be 1007 ot oxacuUOD. 

It will 1DYOlft Ill'"'•~ orton on \bot part ot Cbi&DC Jra1-ahalt to brllla 

certoia aonn.11t 41Yb1ou UD.dar ou Mod. S..oll a .,.,. will bo 

Y1corouel7 oppoaa4 by \llo bu.ll8l'7 borda ot Chlaaao panloh 1D.tootllla 

Ch11Jl8k1D.S, who 11'1 'AXIlla t1aano1all7 tat at na oxplllll or their 

oOUDtry ed \llalr ,..,....-nt. 
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(BaJ>dod b7 llr . Pluont, J'lD&DCial OOUDaelor of tM Brl\iah bbaaq tO' 
11r. Coobran in t he !reaaur7 a t 7 p.a., llaT 27.) ~#f .230 

l. l~e understand that in addition to pert 

or their gold reserves substantial quantities or 

gold are privately hoarded in Holland and Belgium 

mostly in coin or very small bullion units . 

Amount bas been pr1"1111te1J estimated et enytbing 

from fifty t o one hundred million pounds . 

2 . There is clearly serious danger that 

this gold will be collected and exported by 

Cel'lll8ny. 

3. Please approach Mr. Uorgent hau on the 

matt er and enquire or him whether he would be 

prepared to scrutinise the gold imports with a 

view to rejecting those suspected or Cermen 

origin . 

4. It has been suggested thet remelted 

gold cen be distinguished by experts but t his 

can probably not be relied upon . The possibility 

ot reouiring certificates ot origin counter- s igned 

by a Central Bank has also been suggested t o ue 

but ways round this might also be round. It 

Air. ll'orgentbeu is willing t o accept in principle 

the United Ststes expert~ would no doubt consider 

mos t effective method ot putting it in practice. 
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PARAPHIWE OF T'ELEG!Wt B£CEIVEP 

London 
Secretary ot State, 

Washington. 
1401, May 27, noon. 

SECRET AND PERSONAL FOR THE SECRETARY OF STATE 

Kingsley Wood talked wi th me about the gold today 

and they are starting to send some onr. lfh1le t he 

Treasury teel a that gold and American securiti es should 

be aent to Canada, they cannot obtain Church111 1 e consent 

because ot h1a tear that any such step might cause England 

to believe that there i s panic in the Government and t hat 

a territio meas would result. I shall follow the situation 

closely, however, and inform you ae aeon a e anything turns 

up. 

KENNEDY 
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»E.&Oh!.HOOII fill THE SEC REI' Mh 

Pee1t1e Cooat Situation 

Contusion and doubt lt1l.l coatiDIIed to dotd.111.te t.be l'ac1!1e 
Coeat might and cbartu ll&rket last week. There -·· ot course, t.be 
reactiona to the """ turn Of eYenta in the Europeen WV, but thea& 
were not aaa:iteated in panic or ~:~Yateria, such aa gripped the atock 
II&Tket, but rather were producthe or extr ..... be.Udenoent on the 
pt.rt ot bot h abippera and operators. · 

Business 1n all d1reot1ona, exeept111i the Ua:ited l1ngdoa 
wbich under strict control, wao eotter. B~Villi interest laued, 
with t.be eonaequellt a&1111i ot the d...O tor apace and abipo. Rates 
on tiao ebartera were eott6r at bo-n $4. 50 and $5. 'l'ba daaan<l cC 
cb&rtlrua wu ao.1nl;r tor .Aaer1con bottou. Two .Aaer101b-Ban.Uan 
neaalo "re find at undiocloaed ratea tor the Far East, delJ.YeZ7 and 
redell'ftl7 Atlant1c porta. 

In the trano..PacU'ic trade to the Orient bua111UI waa UD&'fOnttul., 

end the bertll linea " "" cett1D& a fair Yolwoe ot cargo. Cbarter1D& rateo 
oottened aoaewbat on 11Jht otter1111•• A 'f&aael • • fixed tor a cargo ot 
erudo salt to .Japan at $111, wh1cb waa $1.75 ott troa the previous fixture 
on tbia t;n>e ot business. llo tile fixtures were reported tor the trade , 
but it was thought thet $5 ottll could be cloDe tor a baJid,y 'f8aael. I t wee 
reported that there wee 10M i llll'llir7 tor petrol.,.. products 1n druu for 
ljoQ&kok, and bui1Deea •• oaid to ba'f& alread:7 been otrered at $16. SaM 
chortera tor petrol- prod1110to wre noted a week qo at $16 &Dd $18. 
Scrap pr1cea were down and d..ul tor apace waa eeq. Scrap rata&, bo..,..er, 
were quoted bJ bertb carriera at $18 tor rallo and 117 tor aaltiD&. lo 
scrap fixtures """ reported. 

Buaineaa to AIUitrali& was reported aa quite eott, and the linea 
were understood to be bartnc ditficult;y tUliD&• Even lwobor, the oainatq 
carco, waa slid to ba'f& been aoarce. The laet rate wea $&5, but ideas 
declined to nearer $SO durin& the week. General carco i nterest waa dead 
due to the leftre reatr1Ct10IUI OD ioporta iopoaed by the 0-...eaJ. th 
Go•er-.nt. 

Intercoaatal buaineaa oolltinuod to weaken, bear1nc out predic­
tiona ot about a aonth qo. Genaral cargo orterillla in both directiona 
• re aoderate, &Dd the liDeo ..... able to Met aoat d-nd• except those 
tor l laber opaca. 
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IU.Y i2, 1940. 

Sb1ppi• Situ.Uoa. 

The recorda ot the Association ot Aaerican Railroads 

disclose that there i s a alight upward trend discernible 1n the 

movement ot export freight through the Port ot New York. 

On llay 16th the ~umber ot cars loaded on lighters 

for delivery to export steamers was 676 and on May 23d 767. 

The ears on hand awaiting unloading and delivery by 

U ghter were 3196 on lfay 16th and 3486 on lfay 23d. 

On llay 13th there were 4236 carloads ot export freight 

in stoDage in railroad terminals and on May 20th 4325. 'l'he 

space occupied is only one third of t hat available. 

On lfaY 23d there were 74 lighters with export freight 

on demurrage. 

The grain in railroad ears, elevators and boats 

remains at about one and a quarter m!llion bushels . 

Carloadings registered a s .. ll decrease 1n the week 

ending lfay 18th, due principally to a falling off 1n the moveme~t 

of grain, coal and ore. 

The movement of steel tor expor t continues heavy. 

One t hir d of the total production of some steel companies represents 

export business . The British Government' s priority list calls for 

the lifting ot 170 ,ooo tons ot steel in Jllne from North Atlantic 

and Gulf ports. 
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French Oo't'el'nMnt orders tor 1teel Will be ., ... i.nc 

to the ports tor export in the near future and, like tlie Britilh, 

the ships under the control ot the French .. rit~ Comaission 

will probably be sailing down to their .. rka but with apace net 

utilized. 

Charteri.nc on either tiM or net tora basis is extre•ly 

lWted. Rates in practically all trades are sottening. 

Due to the large nllllber ot JJorwecian, Dutch and Belcian 

ships a'failable to the British and French Ministries qt Shippinc, 

there is l't'ery likelihood that inatead ot there beinc a clut ot 

cargo to be' moved, the lines not under the control ot the reapecti'fe 

Vinistries uy hne ditticulty i.n obtaininc tull cargoes -

particularly ot the better pa;ying freight . 
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PROW 

TREASURY DEPART MENT 

INTER OFI"'CE COMMUNICA TION 

Seoreta~~nthau 

llr. Ha~. 

DATa 

' 235 

CONFIDENTIAL 

ilay 27. 19ilo. 

Subject: The Business Situation1_ 
Week ending llay 25, 19110. 

Conolya1one 

(1) Statistical data eo tar available ehow but little 
adverse reaction, ae yet , to the severe pr1oe declines or the 
past two weeks, partly because or t he favorable peyoholog1oal 
i nfluence or our own rearmaaent program and or increased All ied 
buying, 

(n) Our i ndex or new order• tor the week ended llay 18 
has i ncreased to the highest level, with one exception, 
since last November, Orders tor steel, textiles, and 
•other products• all showed increases over the pl'ertous 
week. 

(b) Depar tment store sales tor the country aa a whole 
were alightly lower than in the previous week but better 
than t he average or the previ ous tour weeks, 

(2) No important contraction in ooneuaer buying eeeca in 
prospect so long as industrial production and payrolls continue 
t o rise, Led by a strong expansion in steel production on en­
l arged domestic and roreign buying, industrial production, ae 
estimated from the New York TiDes index t or t he week ending 
May 18, has increased to an FBB 1ndex level or 106 or higher, 
~hich comparee with 102 in April . 

(3) Activity in the steel industry, according to press 
reports , has been given greater impetus during the past week 
by increased orders and i nquiries from t he Allies~ ae well ae 
from Italy, Steel operations this week will be 7b ,9 per cent 
or capacity as compared with 73,0 per cent laet week. Plant 
expansion in various industries and increased buying or railroad 
equi pment are providing additional support t o steel activity, 

- - -- -
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New buying well aaintained 

The eharp break in oollllDOdity and eeouri ty prioee wbloh 
accompanied the recent drastic shift in t he war outlook hae 
not yet diet u r bed the improYing trend of new order•, Judging 
trom tiguree eo f ar available, although in a few industriee 
new buying i s reported to have elaokened. Our index or new 
orders tor t he week ended Uay 1g roee to the h1Shest t1sure 
wlth one exception, e1nce the thlrd week or November. (See' 
Chert l) Order s in all three main groupe improved over the 
previous week. 

It 11 probably ineYi table that the price break ebould 
cause 1 0 11111 poatponecent or ourtallllent or buying, particularly 
!or durable consumer•' gpode. Ye t automobile buying, which 
should be among the f i rst to retleot any eevere shock to con­
auoer oonfidenoe, hae apparently shown no more than the usual 
seasonal decline during the period May 11 to 20 in the country 
as a whole, on the baeis of preliminary data tor 15 leading 
makee aa reported by the Wall Street Journal. Total retail 
sales of care and truoke in that period were eubstantially 
lower than in the first period of the month , but thie wae 
l e.rgsly due to one leas working dey in the period, Daily aY­
erage retsil sale& were reduced to apnroxlmately 12,500 unite, 
as colllpared with 12, 700 1n the f i rst period or the month, rep­
resenting about a normal s eas onal reduction, According to the 
sane eouroe, howeYer, the import ant Eaetern markets are re­
oorted t.o lu\Ye ahown large aalee deolinee. 

No aignlt ioant reduction i e sho .. n in depart11111nt etore 
sal es on the aYerage. Salee i n the week ended May 1g were 
5. 0 per cent above those or the comparable peri od laat year. 
While th1e makee a less t aYor able comparison than the 7.4 per 
cent increase or the pre'l'lous (Mother'• Day) week, lt i e some­
~hat bet t er than the aYerage 4. 5 per cent lnoreaee ot the pre­
Yioue t our weeka. In the ~ansae City diatrlct , howeYer, eales 
tor the week ending Uay 1g declined 15 per cent ae co.pered with 
an l noreaae of 16 per cent in the preceding week. Some obeerv­
sre aeeooi ate tbll with the psychologlcal 1ntluenoe ot the 
decline in wheat prioee. 

Pr!Yate heaYy oonet ruot1on awards, on the other bend, show a 
decline. Thle may r etleot in some degree tbe pos t ponement or new 
oo~it~nte but one week' s change ln tbie erratlo eeriee should 
not be considered conclusive. Pr1Yate awarde tor heaYy proJect• 
ln the week ended Kay 23 declined 27 per cent t rom the prev1oue 

I 
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week, and tor t h e first time in 8 weeks were below the prertoue 
1ear' a lenl. R .. idential awarda tor the period Ka7 1 to 15, 
giYen b7 r. W. Dodge tiguree, continue well aa1ata1ne4. 

ID4utr1a1 aot\J1tx a4vanoea turther 

It 11 41ttioul t to toreaee .ore than IIi nor readJuetmente 
in ooneumer buying eo long ae in4uetrial aoUYitf, payrolle, 
and oonawaer inooa .. continue well 11&1ntaine4. (See chert 2) 
In t he week ended Kay 18, the New York fiaee index roee to an 
FRB equ1Yalent ot 106 , and further gaine are 1n41oated b:y the 
!iguree on eteel and autoaob1le product ion tor the following 
week. 

'!'he iaprortng trend ot bue1nen aot1Yit:r ie eupporte4 b7 
a eubatant1al 1noreaee 1n new or4ere during April and Ka,.. 
Our monthl7 index ot new or4ere i .n .April, according to o<llt­
pllatione J uet coaplete4, roee to the equi•alent ot ll2 1n 
teres ot the J'RB index. (Bee Cl!f§i 3) Since the actual un-
adJueted FBB index 1n April wae , untilled or4ere haTe been 
eubetantiall;r inofeaee4. Our eatillate ot untilled or4ere at 
the end ot April lower eection ot chart), baaed on the cumulated 
difference between new or4ere an4 production, roae ae compared 
with untilled ordere at the end ot Karch . Untilled ordera at 
the end ot April were the equ1Yalent ot 31 pointe on the rRB 
index, ae compared with 23 pointe a aonth earlier. 

During Kay, our weekl:r index ot new orders indicates that 
new buyi, hae ehown a further aubetantial impronaent. (Beter 
to Ch&rt ) 

.U tbo\18b len impronment 1n the baaio ei tuet1on ie indi­
cated b7 our index ot baeic demand and our index ot ealee tor 
A;>r11, both reaain eutticienU7 abon the April I'RB index ot 
102 t o in41oate a taYDrable outlook. (See S!J•rt; l) Our ~io 
deaand index in Apri.l 4eol1ne4 1 point to 1 , an our aalee 
i ndex (due t o the eeaeonal adJuet .. nt) declined 8 pointe 
to 111. 

Steel act1~tY aptt4t4 UR 

'l'he inoreaee in eteel ~~uction in recent weeks baa 
restored approx1aate17 one- t ot the entire decline einoe 
laet December. The rate tor the weelt beginning KaT 27, •• 
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reported b7 the A881'1eaa Iron and Steel Inetitute ie 76. 9 per 
cent ot oapaoU:r aa oollp&l'e4 wUh 7). 0 per c•t in the preced­ing week. (See abart 5) The OIU'l'ODU7 1'1a1ng •ol._ or oP­
dera troa both doMatlc aad foreign eovoea hae led trade ob­
eernr• to Yiew the eteel outloolt with opUaiea tor the urt 
eenrel aonthe, Iacreaaina oontideace 11 renected 1a the nuaber ot new blaet tul'll&oee being blon 1a to euppl:r pig 
i~n. · 

Mew order• ot the United Statee Steel Corporation tor the we ek eadiD« 11&7 16, wtaUng 236,000 tone, were at the 
rate or 70 per oeat ot oapaoit;r. (Shown on Cbart 5) 'l'h1e 
repreaente aa 1aoreaee ot 10,000 tone oYer thi prertOQa week 
aJid the h1gh .. t Yolaae einoe •o•eaber )0. Operation• or thi~ 
corporation haYe rieen in recent welte to about the eaao rate 
ae that or the independent ooapaD1ea, a• the:r ueuall;r do whoa 
hea•:r ateel produota are being produced in large 1101aae. 

War bulins 1aoreuing 

The initial ett eot ot the 1aYal1on or the Low Oountrlee, ac­
oorcUng to pre .. report• , hae been to etep up .Allied purahaeing ot e tool in tble country during the paet two neke , thia bu:riDC 
now being concentrated in t7P0e ot eteel in the aore ad•aaced etagee or ~~a~~utaoture. A large ellare ot the bu;ring, honnr, 
1e reported b7 the Journal ot eo-eroe w hne been plaeed w1 th 
optiona pe~tttng oaaoellattou it the -r ehould end wtth1a 
a etated pel'1od or aontha, Deepite thh unoerta1nt:r, A881'1oaa producere appear willing to book order• tor aeat-tiniehed eteel 
or t or 1ngota, but leas will ing to book ordere tor unusual 
epec1tioat1oaa which would be d1ttioult to re-eell it order• 
ehould be cancelled. Ita17 hae aleo been a purchaaer or both 
eteel and aorap. · 

'!'he 1aor ... e4 export deaaAd and the 1apending •oluae ot 
ol'dore tor national detenae, which threaten del1•e1'7 d1tr1oul­
t1ee later in the 7ear, haYe led to aa adYaao1ng or railroad 
equ1p•nt bu7iDg prograaa. Hew ol'dere tor freight oare aaounted 
to 1,210 un1U duriD« the welt ended lla7 18. line new locoao­t1Yu were ordared ~t week, and 1nqu1r1ea baYa been put out 
tor~. 

'!'he rallroade, howe"t'er, are 1n a auch better poaU1on to 
handle treigbt trattio than the:r were laet tall, when a ahort­
ege ot oara wu threatened. Jlul'1ng the ttret tour aonthl or 
191fo, Cll.aea I ra1lroada put 27,809 aew tre1Sbt oar• into ue, 
the largeet auaber ln an:r oc.parabla period e1ace 19)0. 
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New order• for aaoh1De toola oontinuo to 1aoroaeo, par­
t1oularl7 froa a1roratt aakera, ud 4ol1nrr 4at .. are beiag 
eet further aboa4 oaob ... It, aocor4illg to report• froa the 
Clenland and CiiiOillllAU 41atriota . 'l'bo tva l.aJ'go airplane 
engille builder• on the Eaetorn ocaat are alrea4T aalt1ag heaYJ 
aaob1ne tool ooaa1taenta 111 oonnootioll With rooe11t oontracta 
plaoed b7 the Anglo-Prenob Purobaa1ng Coaaieeioll. 

Beoauee of tho deli~err eituation on nov aach1ne tool• 
the .Aaerioan Car and roiiJidrT CoaP&ft7 ( i ll collftecuon v1th u~ 
recent lhell oontract ) ie concentrating at Buffalo all equiP­
aent euUabl e f or oboll 110rlt that ia aot in ••• at other plante. 
a ie aleo i nqu1r11lg for ued aaoh1ne t ool• , the preea report e. 

Autoacb1le produotion bee etartod ita euaaer deol11le. 
Production laet woolt totaled 96,810 uaite ae ooapared With 
99,030 in t ho prertoue veolt, eUS}ltl7 leu than tho ueual 
eeaeonal roduoticn. A &harp decliae ie 1a pr oepect for aest 
week, e1aoe the week inclu4 .. a hol1d&7 falling on !hurld&7, 
Which will doubtloee aean a coaplete lhutdovn in aoet plant• 
f or the reaalning 401• of the week. 

Coaaod1tl prioee reflect a4~ereo war neve 

Coaaodit7 pr1oee a~eraged eubetantiall7 lower laet week, 
but ebowed etreagth at tho elld of tho weelt . '!'he ac~oaente wore 
irregular ae tra4ore oec1llated between fa~orable &lid untaTcrable 
illterprotaUon of war neva . rood pr1o .. declined f or the fourth 
week 1n euoooaeicn, wb1le raw aatorial price• cancel l ed tho pre­
~1cue week'e gain . (See Chart 6) 

Current bue1Deee neve 

Continuation ot the recent upward turn in bue11leee act1rttr 
1e nideccod b7 a tether gain of .S 1n the lfev York f1a .. ill4u: 
ot buei nue aot1~1t7 tor tba ... It oii4J.ag M&7 lS . AI a ruuU 
ot t h1e th1r4 eucco .. in a4~anco the index etood at 95. 5 1D tba 
vee): aent1oaod. 

A eubetantial oontra-eeaeonal gai11 in etoel i ngot pro­
ductioll aga1a wae the pr1Dc1pal factor in the r1ee, altbov.Sh 
a greater than •-nal 11loreaeo in electric ponr pro_duct1on 
and a contr-.-eoaocnal rue in a1eeoll&lleoue freight carloa4inga 
helped aator1all7 . On tho other haa4 tho ta~orable 1apl1oat1ona 
ot the r1ee 1ll t he coabilled iD4ex abo~• aent1oned were eoae'llbat 
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ott••' b7 \be taot that three oo.;oaent1, 1 all other• oar­
loa41ngl , ootton a1ll aot1•1t7 and 1 .. ber p~otlon, 1bo ... 
ta1rl:r not1oeab1e deollaN. !he 4eo11M 1n 1all o\ber" oar­
loading• wn• due 1arge17 to a drop 1n 1oa411l81 ot ooal. 

'!'he trend 1bown b7 the lew York !1lle1 1114e:a: wa1 again 
contl~d b7 Barron'• 1114e:a: ot bu11ne11 aoU'Ut:r wb1oh roll 
to 103.5 in the week e.n41ag 111.7 U troa 102. 3 1n the prn1ou1 
week. 

Prel1a1Dtlr7 tate ~· tar •••Uable tor the week ell41as 
11a:r 25 ~nal a 1l1gbU7 1018 than 11a1oaal 41ol1na 1n auto­
oooblle pl'OduoU on aad a ooaUilllaUon of the reoeat aarlte4 
aontra-•eaaonal rlee 1n •tee1 lagot pro4uot1oa wbioh 1t 11 
now e1t1alted will oauee tba a4Ju1teol 1a4e:a: of 1teo1 pro«uo­
t1on to r ill about 5. 5 po1ntl. 
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TREASURY DEPARTMENT 307 

INTIER.OFF1CE C0NMUNICAT10N 

OAT& Ka;r ~ I 19l!o 

TO Seoretar:r Xorgentbau 

Mr . R~, 
• 

Pereone eap1o;red b:r the York ProJeote ~1n1etrat1on 
totalled 1, 970,000 dur1.ng the week ended Ma;r 15, 194o, repre­
senting a deor eaae of JS ,OOO fro• t he 2,008,000 per eona 
e•p1o;red during the vee~ ended Xa:r 8 , 194o. 

Attaohmente 

Regraded Uclassified



WORX PROJEO!B ADXIIIB!RA!IOI 
Huaber or Worker• lap1o)'a4 - WaaklJ 

Un1te4 Stat .. 

308 

Yetlt Enllng luabar or Worker• 
1939-llo (In tbouNIIda) 

Ootober ~ 1,S~ 
Oot ober ll 1,875 
october 1S 1,899 
Ootob'er 25 1 ,902 

NoYeaber 1 1,901 
llouaber !! 1,929 
llonaber 15 1,961 
Nonaber 22 1,9~ 
Nonaber 29 2,0 

Deoaaber 6 2,075 
Deoeaber 13 2,1u 
Deoeaber 20 2,1 
Deoeaber 27 2,152 

J&nuarJ 3 2,16o 
J&nu&rJ 10 2,190 

J&nu&rJ 14 
2,222 

J&nu&ry 2 2,244 
J&IIUU)' 31 2,266 

Fabru&rJ 7 2,2!!!! 
Febru&rJ 1~ 2,3o6 
Febru&rJ 21 2,3~ 
Febru&rJ 2S 2,3 

Karch 6 2,324 

Karob 13 2 ,319 

Karob 20 
2,312 

Karch 27 
2,2!!!! 

April 3 
2,2~ 

April 10 
2,162 

April ~ 
2,11!! 

Aprll 
2,093 

II&)' 1 
2,059 

II&)' !! 
2,008 

II&)' 15 
1 ,970 

Souroe: Worlt ProJect• A4111n1etrat1on . 
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1937 
Ju1J 
Augutt 
Septe•ber · 
October 
llon•ber 
Deoe•ber 

193& 
J&DUAJ'J 
Februar1 
Muoh 
April ...,. 
June 
JulJ 
Auguet 
8epte11ber 
October 
NoTtllber 
Deoe11ber 

1939 
Januar1 
Februar)' 
Maroh 
April 
Mar 
June 
JulJ 
Auguet 
Septe•ber 
Ootober 
NoTe•ber 
Dece•ber 

194o 
Januarr 
Februar1 
Maroh 

. .t.prll 

Source: Work ProJeote Adainietration . 

lluaber of Worker• 
(In thoue&Jide) 

1,569 
1,~0 
1,"s 
1,476 
1,520 
1 , 671 

1,901 
2,!>75 
2,1145 
2,5S2 
2,67S 
2,S07 
3,053 
3,171 
3,22$ 
3,346 
3,2S7 
3,094 

2,9$6 
3,043 
2,9SO 
2,751 
2,600 
2,551 
2,200 
1,$42 
1,790 
1,902 
2,024 
2, 152 

2,266 
2,324 
2,2SS 
2,093 

KonthlJ tiguree are weeklJ tiguree tor the 1ateet 
week of the 80Dth. 

Ther include oert1t1e4 and DoDoertified worker• . 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER-QFFlCE COMMU NICATION 

DAU ~ Zfo 1911o 

"''"' llr. Coehru 

llr, Xnob tol 0}1boaod M at 12 aooo, Be otatod that •• ot llaT 27 t.ho 

Cb11e "ported tho follo'lrill& 'llalaoo>eol 

State :Balik of lluoala, caab acooWlt, tT,JOO,OOO 
State :Balik ot llueola, l e tter ol cro41t acoow.t, $5,500,000 

J.lltorc, oaab acco1mt , $1,000,000 
Aatorc, letter ol cre41t accoW>t, $1,6oo,OOO 

Slcce op-.ti~ with • laat, llr. Xnoloe otated that t.hore ha4 'bee" 

tou H•• of iatorut iaeotar •• the lllaoiao acco1mt •• concono4. 0.. 

11&7 17, the lfaticnal C1t7 :Balik bad paid $700,000 to tho Chloe for the ac­

cOUDt of tho llllulao State llaolt, 'b7 order of t ho Caoohoalon.li: laUoQ&l :Balik 

ot BraUola.a, .bother ,..,....t ol $500,000 ha4 .... ., M4l ioto tho lblaolao 

State B&ok acCOW>t with the Cbaoa,'b)' order of tho 'Oil1oo llallk ot lwitoerlaad, 

1'11110nto of tbio aort baTe frotuntl7 boo" •41 lll t.ho paot, llld are bolieTid 

lo baTI bolll COillloctod with lluooiao cold traaaactlOill, that 11, tho Swill 

baYt bo"4!1>t cold froa lblaala aod cre41 ted the proc:eodl t o tho lllui&a accou.t 

ID thh ooW>trT1 !» :r.deral auene Jaalt ot ••• York tr&Rotorrod . 2,JOO,OOO 

to the lluoolall State :Balik accoW>t with tho Cbaaa, b7 order ol t.ht B,I,s. !ho 

prlllclpal out~t •• ona of $1,000,000, reprealllt~ a oabla tHilotor to 

lbt Sllan41Q&Tiolta Baolt, Stooldlola. 

~1' . J J. 

flth roopoot to Itallall acoo'llllto, tho prlnol:pal u- of illtaroot to4&7 1a 

tho tact that the Cro4Uo Itallaao ill ..... Torlr: drew • challk oa lh accollllt wit.h 

tho Ouaraat7 fra.ot ud aaloed for ~at ill $100 aotto. !bit 11 t.ho firot 1,... 

oltl.nce of tbio lr:l.ad reporhd with reo;oot to Itallaa balllr:lnc tr.,....Uollo. 1\ 

1101 be tlpitioaot that t1u14a t a fora for C[Q.iolr: •"PPr t are thlla h~ obtaiud 

1c t.he for• of tlal.tod Staha crarrc11.7, !» cbeolr: •• for $250,000. 

I -uonod to llr. lAake that llr, llcltaoa•o r eport for the weelr: ended 

llq 15 abo- u l.llOreaot ot .1,}16,000 ill Ooraa M nlr1uc depoolto ill tbio 

COU\ZT. !bit ronl\14 fro• a p.la ot $1,507,000 1o tho Oorall depcolh with 

tho Tol<ohaa Sptolo Baolt, apillot -11 dloreaota with other iuotitllUouo. 

Iaokio ota\ld that ho ha4 looloed ioto t.ht •tt er of o.r.... aocOilllh thh 801'1llDC, 

•114 fotmd that t.he lenl -· arollll4 $10,000,000, to wblch u bad r•noll7 -

cllned roout17, 
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s T R I r. T I v r. 0 N F I D ~ N T I .'1 ~ 
~Qify 5EPARTMENT 312 

"''"' Mr. Oochna 

On Saturd.q, ICq 25, the lw4111h lt1a1ahr, 1100011pe&1o4 liT bl.o 0-Nial 
CcNDIOlor, Mr. Sriall:aoa, o- 1a to HI ... !ba;r MllUollo4 the nport tb.et 
eppoaro4 two clq1l aarl1er 1a tile !Jew Tor!< f1Mo ill Npr4 to Oenou Up<>aU a 
tn t ile lt111tl4 Statu bel.q tr•atarra4 to 8w4n. fb.e llillhhr tol4 .. tb.et 
ho ho4 reporto4 th1a ~tor to hie OoT-t. &4 11114 ...oe1n4 a 411111l ther._ 
of. 

!be )(1ah t or baa t~ pN?i484 M wUb tile aUacho4 cow of a -...a­
on thio oubJoot. 
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~!Ol! 0! SVIDD 
vJ.SBIJO'!Olf, D. c. 

ll7 virel""• corrospolldo~>eo troa Stocl<hole, l!r. 

Otto D. 'l!olhchuo heo repor ted to the llev York Tiaeo thet 

~ bao liquidated aoot ot her bank b&l.ancos in the 

UDi ted Stateo, III:IOUDtint; to bot non 15 11114 20 a1ll1on 

dollaro, alld bat tranotorred th• to tho credit ot Svodhh 

banll:o. The correOJ)OIIdenco appeared 1D tho llev York !1aeo 

!or ICq 23 , 19110. Wider tho haadlho 11a.d l!aAll: Dopoolh 1n 

u. s. Oo to Sveden1 • ~eordin& to ott1c1al 1n!oraUon roco1Tecl 

tro:a Stocld!.ola, the Sveclioh Khlhtor 1o authorised to aq 

tllat thh otat•mt 1o incorrect. Tho conital aOYeaento !ro.D 

and to Sweden heYe, oinco t ho be&1DD1J16 ot thh ;roar, boon 

oubJected to a otrict control , alld no trmoter, or t ondODCT 

t hereto , ot Gel'II&D csp1tal !roa .U.trico to Svode except or 

a noraal nature bao boon noticed 4ur1DC t ho loot month. 

ll&ohiD&\OD, D. C., ICq 25, 19lio. 

c o P Y 

- " 
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STRICTlY CONFIDENTIAL 
TREASURY DEPARTMENT 314 

INTER-oFFICE COMMUNICATION 

...... w. zr. 19110 
TO 

l(r. Inoko telepbo!IM • at 12 o1cloolr:: in rep.r4 to tM atteohed cable­uu elated ~ 25 hoe tu GonrllOr of tu South .Uri...., Keoorn :&IDlt, wiolo 
.. ,""' ba4 .tut boon tolepbou4 4on troa llr. Inolr::e' o office. 

I to14 llr. Inoko that WIT firat roactiaa ""' tMt w obcu14 rotuo to 
pou"Cbalt C014 tr<. tu South .Ltrioac lleeern !aU: clalinred a114 M14 iD South 
Africa, pen41nc ohi~t to tho tJn1te4 &tatoo. Mr. Inoko pro._4 that w 
wllld conoequontl.T oonU11118 to follow t hh poliq, ao Oltablioho4 oo• aontM 
14!0 at t~ outbrollll: ot \he war, but ho eubaittod tM q~~o~oUon Iince cl..,_ 
' ' """" were conotantl.T obancinc· .b w wro opooldnc, tM S.crota1:7 •- 111 
111 cf!ice aD4 I pooed tM quuUon to hia. Be caat1r.4 that w obollld Dol 
accept tM gold in Swth .Ltrica. Oonooq~~o~ntl.T, I eddood 11r. lncko to cin a 
ropl.T, i11oofar u tbo PQJ'Cba.,. of co14 •• concorced, that tho poliq of tho 
frt&IW"7 vu onlT to PQJ'Chut col4 cla11nre4 in tbo 11n1te4 ltatoo. I roforred 
bla t o earlier calllocr- of thio t7P" f or tu ...,rdl.Jic. 
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315 
O.t.JLJI 

toa Oo•eraor, ~ lle_.... :.u 
ot lift Tori< 

( 1) h loan ott• ~' ot .-41ac,..... - ot 0'111' 

11014 for .-felreepUc h lie UK 1a caee ot --7 

'llol.\ ou ot OOAald.eraUOil for ot!Mr Oft\ral -· w 

-... &llon4 tMa protor-• OYor Ua:lte4 oldwlac 

...,. &Y&llPle. 

( 2) lllloul4 " reqaize to ~ 4o• tr, 8, 4ollar o:IC!Iaap 'OO'Al4 

J01l lie prepareA to ba:r col4 fro• .... to ~· 'llel4 ...-ka4 tor 

70'11' aaooat pa41ac oh.l,pMat earllut lllitalll• opporialt7 

1t eo wbat eoul4 'lie 7"""' teraat 

( ttcae4) Po.-. tomll .un ............. 

(lleo'4. l17 }IUM troa Jlr. J:aoJre'• Ottloe 
..., 27. 19110 - eJr) 

JeaJr 

Regraded Uclassified
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STRICTLY CONFIDENTIAL 

TREASURY DEPARTMENT 

INTER-QFFICE COMMUNICATION 

DATil ICq Z7 0 19'10 

To Soc .. tarr Morcent~ 

Otticinl oaloo of Brtthb owned dollar oecuriUoo UDder tho Teotlq 
order ottoct1Te J'tbi'IIAZ'7 191 

316 

lfo. of Sbareo $ Procoodo of lloalul Value $ Proeeodo of 
Sold Sbaroo Sold ot BoDdo Sold BoDdo Sold 

)l.q 

20 111 111 111 1111 
21 111 1111 111 lf11 
22 Jl11 111 1111 1111 

~l 
111 111 111 111 
1111 111 111 111 

25 111 111 1111 111 

TOT.AL J'OR Will lUl 111 1111 1111 

Salta troa 
Febi'Ual')' 22 to 

1.312, 630 45.946,097 1.11oz.m 1,173.286 u~ 1S, incl. 

TOTAL J'DR1WIT 22 
TO ~T 25 , UOL. 

l ,lzo7.500 1,113, 286 1,}12,6}0 45. 946. em 
Xr. Pinoent baa beud froa Mr. Gifford tbat oaJ.oo of noo-ftotod aecuriUoo 

!or tho wok ondod JlaT 12 -=ted to $2,500,000 and tor tho VMit ended ICq 19 
to $1 ,500,000. 

Regraded Uclassified



STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER.OFFlCE CONMUNICATlON 

DAn I'.AQ' 27 ' 191<> 

TO Socrotar:r Morcent bau 

,.... l!r. Cochran 

Dr. Panoltk;y, Special .Uabtut to tho Socretar;y of st .. te, telephoned 
=• at 10 o ' clock t h1a 110rnlng In ragot.rd to tha u10orandwo of Mq 24, frcro 
tho l!rHhh E!llbaoa;r, ccn'J8;ying a ""''""'«" fro11 t~ Chancellor of t he Exchequer 
to Socretar;r l~orpntbau. Dr • Panololc:7 dhcu01ad t hb co=icatlon v1 th ,.. , 
a!nco ~ wao t o apeak vi th Secretar;y Hull ohort'-7 about ! t. 

J.t 10:30 thit .. rn!n:;, V.r. P!.noant h lephcnad &a that anot her cable had 
been racoiTad frca London, ~"« thet in nov of t he extra• urgenc;y of the 
cattar, tho CbaDcollor of t ho Exchequer would bo cretotul t o kcov vhen ~ 
can u pec t a rop'-7 t o h1o llOOUf;O. I at once telephoned PUYololc;y -in and 
ukad b!.o t o oxpadite tba mtter aa aeon aa pooalblo In tba State Depart.,.nt. 
P!neent hopoo to baar frog uo toda;y, and vould ot!U l!lco to aoo the Secretar;y 
of the Traaour;y, if at all pooalblo. Tho principal purpooe In oealng tho 
Seeretar;y would be to recei'J8 from h1a poroonall;y tho aaouranee that tho 
Secretary would oppooe aD7 mOTe In t b!.o couotr;y to atop the eala b;y tho Br ltlob 
and ?ranch GoYarnmanto of dollar aeeurlt leo, if ouch a otop be threatened In 
retaliation for tho l!rithh aetlon In prohi b!tlnc tho ot>J.e of aecurltleo b;r 
!oro1£J).ert. 
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T'H E SECRETARY OF' TH £ T ACAS U I\Y 

WAaH I N OTOH 

llq 27. 19llo 

Oil Jllllo 15, 1911o, t ho ~e&nl'7 bao a •tur1t;r of $}5}, 000, 000 

of r } / S per c81lt 'boado. 1\ h ptUIIC cloao to \ he U•e wbell " 

obould \>opll \ o cono14or \he rd'<ui4111C of \hh u\lll'it;r ao 1\ 1o 

not poooi'blo to PIIJ it off in caah. OllJ' worl<iiiC 'ba1uco ill \he 

pural tll.ll4 ...,....to a\ thio U•• \0 tl,227 , 000,000, a1ul on J-o»e }0 

will 'be cion t o approxi .. tel7 ~5(),000,000· Ill <riow ot \he preout 

otato ot \he urlcot it would not 'be o4Yio&b1o \0 atteoopt a ret'lm4111C 

of tbio oecurit;r in\0 'bon4o. I """oot, tborefore, \bat it 'be 

rof\lndo4 illto a DOte aatlll'ill4: 'between throe and tin :roaro• 'lo ban 

outotan4111C a olio per cent ooto utlll'iiiC llarcb 15, 1944, 8114 a ooo 

per cont DOte •tllJ'ill4: s.pte•ber 15, 1944· 1\ &111 'bo poaoib1o to 

reDpOll Olll Of thooo ial'<lel aD4 off or \ho boldOTI Of \ba T }/ 8 

par con\ 'boado the. pr1Yi1&P of o~1141 tb• tor ncb aot"• If 

it clooo oot •- adYi oa'blo \0 roop&ll ooo of thooo ioouoo , it will l>o 

DOCUO&r)' \0 offer a DOW ioouo · -tlll'iiiC withb tbo ti" l-')'e&r period. 

I oboulcl lilco \0 pt ;rour appro"al to procoocl with a rotaD4111C 

proP"• alon« th .. e ua .. , a torul roco•ondotion on accoUAt ot 

'llhicb will l>o ..Ae \0 ;rou oarl7 aext • ••"· 

.o 
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le\l.a\M Wftlac 'Molu .. .t \lie fnaRZ7 t 
., "-nJ7 ~u. •• •ftrlac ...... ,.:...-::-. 
'Ml'ftl!lac aa\llenau. .. fer perlM ea41-c Deuohr 31, 

(la 111111 ... .t a.llare) 

lotl.a\M ~ .. ] uet 
1left1ac INvlUoo lonwt.ac 

I' 319 

ror lloa\1> .U.C ., ... *ftrlac AatllorlaU• 
(wi tal1a \lie --> 

11aT Mt~> tl.227 "·* 
"- 30\1> ,0 . "' 1,703 

~~)lot * 1,1192 

Aacut )bt 906 1,1,1 

lept . 30\llll 1,)119 6611 

OotoMr )lot 1,1, 576 

lo rlilllll' 30\1> ~ * 
Deo.U.r )lot ~ m 235 

!!!!• !Moo tlpfto .. •t 1Ml .... 87 oe\l.a\1 • .,...,..,. 
.t ..,.t.K! :hMI ,_ ..... u .. MI. oiMl\ .,-ioo, 
aor...W..for-toDo. 
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... 27, 1gllo 

Oa Juo 15, 19llo, tho ~Me'IIFT baa • Mtlll'l \7 of $35},000,000 

or }-3/1 p er _, 11cno4o. H h coUlac o1o u to tho u .. - .. 

aho1114 11ocla w ooaal4or \1\o r.,....,la« of \1\h .. tlll'i\7 u l\ h 

aot poool'111o w PaT l\ ott lD cub. Oar wol'l<:l&~~ 11&1....,• la the 

paor &l ,..,... _,.,\o a\ \hlo tiM to $1,227 ,000 ,000, aa4 oa ""'"" JO 

rill 11• 4oft w IIP!'ro:d•'-17 195(>,000, 000· Ia .,,.,. of \1\o proo•t 

ot• to or \ be .,.rico\ lt wo1114 not 'bo a4<rlub1o t o .. u..-pt a rof'cln4lOC 

of tblo oocurl\7 ln\o bon4o. 1 ou~ool, l hor•roro, t hat 11 'be 

rotua4o4 lloto • 110to •tlll'ln« 'bohoon t broo ..ad tho JO&J"O • 11o ban 

Ollhlandl"C • oao pOl' eo!lt aoto •turl a& ..._,.ch 15, 1944, and a oao 

per .,..,, ao\o •tvlac hpt•ll•r 15, 1944· 11 U7 bo ponlblo w 

roop• o• • of Ill••• '""""" aa4 orhr tilt bo14oro of tbo }-3/ S 

por en\ bon4o tiM prlrllo«o of exol~Aaci"'l tb .. tor ouch aotoo. It 

lt 4ooo aot ·- o4neablo to roop• one of t hooo loouoo , lt rill loo 

aoeoooarr w ott or a a.,. loouo utlll'lllll w1 t hln tho tln-7o&J" period. 

1 obo1114 Ui<o w cot 70nr oppro<r&l to proeoa4 n tb " rof'aa4lOC 

prosr• &lolll! tbooo uaoo, ., t ono&l. reeo•ond• Uoa on aeeount or 

Olbleb n ll loo ado to 7"" o&J"17 nost wook· 
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••U•W ftdi:bc WeeM of U.. '-nl7 ' 
ef frMa17 eMuUleo •"'rlac• ..,. ... 1e:...-:-' • 
'Mrnwlac ea-.n.uee fer Jlrlet ..u., Dnrhr ,1. 

(la euu ... et tollan) 

kU..W '-nl7 llal- otf 

ror ••ta. ..u., 
......... hftrl\leo lornwlac ., ., lla....U. uU..n•U.. 

(.tale ... _ .. ) 

.., zllta. tl,Zif $2,050 

, .. )0. ,0 •m 1, 70) 

IIlli' )le\ • 1,1192 

....... , )let ')06 1,1,1 

..,,, ,_ll 1,,.., 6611 

Oe .. 'M1' )1o\ 1,1, 5J' 

....... 1' )0* ~ 
z,o 

llolu .. or )ht "' m 2)5 

!S!l• ... ftcu'e• ... , iMlMe ee;f .. u ........ ~-
., -.1\el ,.... f- .. .,. .. u ...... tletl\ .,..., ••• 

Mr ...,w., fer - ...... 

...,,,,,,... ~ 
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HSM 

Secretar y of State , 

Washing t on . 

May 27 , 2 p. m. 

GRAY 

Batavia 

Dated ~ay 27, 1940 

Rcc'd 10 :34 a . m. 

One . Director of Economic Affairs last night 

announced cxohange arrang£mtnts made as a result of 

tht Dutch East Indies adherence in principle to the 

Anglo-Fr ench monetary agreement . Telegraphi c transfer 

ra tcs cf.f t c ti vt todny f1xtd as folloVIs : pound s ttrling 

buying 7 . 55 stll1ng 7. 65 guilders ; Amerioun do llar buyi ng 

1. 875 selling 1. 895 gui lders; Japanese ytn buying 437 

8th selli ng 451 5th guilder cents . These rates art based 

on the official pound value of dollars 

4. 02 and not on tht "black pound" value of about $3.?.~ . 

In order to D.VOid dtprtc1at1on of the guildEr by trans-

aotions in "black pounds" i t 1 " rnrbl ddtr. to posstso, 

d~al in or quote exchange rates .for such pound. The 

monetary agrconmt is to apply onl; to exports and :lrlports 

for their Ol7n use between countrie3 belOngina to tht 

agllt"-lent. 
Two . Tbt director stated tha t tht measures were 

taken to prevent the .flidlt or capital , to enable the 
country 
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bam -2- llcy 27, 2 p. m., from Batavia 

country to uUlizt its oapi tal s trtngth and to put; tt;s 

f i nancial rtsourcts at; tht dispoeal of tht Alliu . llort­

ovtr , thE NEthErlands IndiEs txport; position i s so strong 

that maintEnancE of thE ExchangE valuE of thE NEthErlands 

Indian guildEr in· rElation to all currEnciES prtstnts 

' no d1t1'i culty . Inoomt from sh ipping now accruing to thE 

Dutch East lnd1Es is anoth tr i mportant factor . Local 

t xptrta havt confErrEd with British au tbori tics at Singa­

pore rtgarding through routing of cargoes in ordtr to 

pr EVt'lt thE agrttmtnt distu.rbing dirEct coJ:!IIIErcial rtla­

tions with third partite 1n non-stErling countriEs , 

Thrtt . OrdinancEs will bt issuEd as soon as possiblE 

to put arrangEmEnt i nto full EffEGt. Translations will bE 

forward td by air mail , 
DICKOVER 

RR 
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lw 

Srcrrtary of State 

Washington 

1531, Kay 37, 5 p.m. 

Ky lie. 1443, Kay 31, 2 p.m. 

GRAY 

Berlin 

Datrd Way 37, 5 p.m. 

Rro'd 4: 37 p. m. 

FOR TREASTf.!Y FROK HEATH AND ALSO FOR THE I!IFORIIA­

TION OF THE DEPARTWENT. 

Official GErman quotations of rates for Dutch 

and Luxemburg currency have rrcrntly been rrsum•d. 

Thr ratr on Kay 35 for the Dutch guildrr was 1.337 

marks and for th• Luxrmburg franc 10. 45 pfrnnigs 

(both the sam• as on May 9 th< day before tbr invasion) . 

Quotations for BElgian currency havr not been rrsumrd. 

Exchang• quotations for Dani sh and Norwrgian ourrencirs 

bad bern discontinued for only one day, April 9. 

The Norwrgian Central Bank according to an announc•ment 

in the Grrman press is continuing oprration in tbr 

Norwrgian arra occupio:d by th• Grrmans. Its biUlknotrs 

which arr lrgal tender in thnt nrrn ar• officially quoted 

in Berlin nt 56. 82 pfennige for one crown as compar•d 
with 
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lw -a- Jo. 1531, K&¥ 37 , 5 p.m. tro. Berlin 

with 56. 65 on April 8 . Thr abovr rxohangr ratra of 

Norwrginn, Dutch, and Luxemburg ourrrnoire which apply 

to ordinary business trnneaction• with Orrmany differ 

oonaidrrably from the ratra tor Rriohakrrditkaeeen 

script (a•• my trlegram under rrfrrrnor). Tht latt•r 

arc rounded off for convrntenor eakr and apply only 

325 

to ~iohakrrditkaaacn eortpt which may be used by 

German troops, military, and administrative author ities 

only tor rxpcnditur.a within thr occupied areas. 

HEATH 

NPL 

• 
Regraded Uclassified



moM: American Eabaaay, Parte, France 

DJ.TE: May '2:7, 1940, 6 p.m. 

NO, I 907 

FOR THE TREASURY. 

Reterence - telegram ot May 25, No. 882 trom the 

Embaeay, oonta1ning Ruett1 a remarks. 

326 

J.a the Embassy baa reported in previous telegrams, 

there is a considerable amount or bitterneaa 1n certain 

tinanoial oirclea i .n Franoe beoauae or the way the 

control or exchange ia being handled by the British. 

The French are ot the opinion, and there is much Jueti­

fication tor it, that the bond between the tranc ~d 
primarily 

sterling ia/reeponeible tor the appreciable margin between 

the tree and otfioial ratea of the trano. 

END SECTION ONE. 

BULLI'l'T. 

Elo:LVW 
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c 
OK 

Storttary of StatE 

IVaehlngton 

907, lby 271 6 p. m. CSEOTION 'l'NO) 

GRAY 

Pari a 

Dattd Nay 27, 1940 

Rto 1 d 4 :35 p. m. 

It is thtrefore significant that Frt i dcrio JEnny dEvoted 

hie article yut erday in tht sdm-otticial LE TEllPS to a 

discussion of the possibility of atvcring thE link b~~En 

327 

( the fr£E marktt quotations of. tht franc and thE pound and 

to thE mEasures ·which might bt taktn to prevEnt thE 

dtprto1ation of the franc on trtE marktts . 

Ht oommtnc cs by point1Ilg out -that 'tht t'ranc ·and "'t.~ 

pound which had fluctuatEd togEther on frtt markets by 

from thirteEn to fourtEEn pErcEnt bdow thE official . M<tc 

droppEd togtther by about twenty percent at the time of 

t h c German invasion (this declinE he attributEs to spceu­

lo. t ion rather than to any real wro.knE8S in tht currrneiu·l . 

"On May 22, howevEr, a curious phtnomtnon occurred: the 

ratE of thE f r anc on NEw Yorl< dropp£d from 1. 80 cEnts to 

1. 77 while thE pound ros E from 3. 19 dollars to 3. 2lt dollar e . 

(EllD SECTION T\':0 ) 
BITLLITT 

3 FL 
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RDS 

Stcrttary of State, 

"iashington. 

GRAY 

Paris 

DatE~ A:ay 27, 

Rtc 1 d 5 p. m. 

907, l.iay Z1, 6 p.m. (SECTION THREE) , 

1940 

As a result o~ this divErGEnt evolution thE pound franc 

peri.,y on thE fre t marktt rosE to l a l . 63 francs EVEn 

tho•l,sh thE official parity 1a fixEd ns VIE know at 176 .625 

franco.• This disparity was Erased the following day and 

htnct "was not of grEat importance ." "Ntvcrth<ltss, it 

showed that thE l'Stt of tht poun~ txprtsstd in terms of 

francs could diffEr abroad, at ltast tcm~orarily, from 

tht fixed official ra.,t adopted by the authorities tn 

Paris and London; that in othE r words tht cxisttnct ot 

328 

this fixed ratt was not sufficiEnt to Enforct a strict 

parallelism bt twttn thE frtE rstta for thE two currtncits . • 

Jenny thEn points out that thE British authoritiEs 

undoubtedly rlalizt thnt tht "monetary solidarity" estab­

lishEd by thE French and dritish Oovtrnn~nts on offici al 

g1•ounds "must not prtvtnt onE or tht other from following 

with rtsptct to thE frtt mnrktt on exchangE policy which 

it conaidtrs to bE ~tst sutttd to tht national intErEsts 

involved." (END SE~TION THREE) 

NPL BULLITT 
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CK GRAY 

Parte 

DatEd May 27, 1940 

REo ' d 4 :37 p. m. 

SEcrEtary of StatE 

Wuhington 

~071 Way 27, o p. o . (SECTION POUR). 

"Supposing that this thEory is ra t ional -- and at first 

glancE nothing would indicatE that it 1e not -- it wculd 

not bE VEry difficult for Each of thE two govErnrn~nts to 

do nr.o.y with thE strict agrE£1.tEnt bEtWEEn thE rE5,>EchvE 

fluatuations of thE ir currEnciEs in rrln Uou to thE dollar". 

"This is mErEly a quEstion of prvEntion arbitragEs - - in 

other words ExchangES -- of franca against pounds or ~t 

rEversE from automatically adjusting tht parity of th• fre E 

rxehon~Es at New York, thE most icportant of thE forE~~ 

market~ , to thE official parity. For thEat r.rbitrag!> arc 

only poss i blE if t llE authori tiES of one of .the e~>untrl ~s 

place no rEstrictions on thE delivEry of thtir nati on.: 
• It 

currEnciEs asa i nst thosE of tbt othEr . 

Such a pr acticE JEnny feels would not bE contrary to 

329 

tht Franco - - British monEtary agrEEmEnt. ThE Prtneh rEquire 

pounds ond thE British francs for thE s£ttl£mEnt of commEreinl 

opErat i ons. 
BULLI'M' 

EllS 
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CK 

StcrEtxry of Stott 

~~~shington 

GRAY 

Do ttd M~y 271 1940 

Rtc 1 d 4 :27 p, m, 

9071 May 27, G p . n . (SECTION FIVE) 

fhtrt is l i ttlE d~n£Er that tht franca and pounds thus tar 

obtainEd will bt offErEd on thE frEE markEt and sold against 

dollars or other "strong" currtnoiu . "fh13 dangEr only 

( Exists "'hEn n Eutrals holding English or French currtncits 

try to EYchan&E onE tor thE othEr 1n Par i s or London at 

tht official ra.tr" . ThE Bank or England ht considErs "is 

not inclinEd to ltnd i tself to operations of this typE 

f e r txnr.plt to f urnish n Swiss or an AmErican Bank w1 th 

pounds against francs at thE rate to 176. 625 francs" . Ht 

SSkS 1 hOWEVEr, whEthEr thE Prtnch pOl10j is not EXCESSiVEly 

libEral . " If so tht pros and cons of such a policy must bt 

weighted with carr . " 

BuLLITT 
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CK 

SEcrEt~ry of StatE 

Washington 

GRAY 

Parla 

DatEd ~y 27 1 1940 

REo 1d 4 :30 p. m. 

907, ~~y 27, 6 p. m. (SECTION SIX) 

331 

lbving Esta:Jlishtd thE fua1!:>il1ty of divorcing tht 

frEC 1nq.•ktt quotntion of thE franc from th-lt of thE sterling 

and h~v.ng shown tllllt this •tould not involve a contravEntion 

of thE mont t nry agrEEmEnt Jenny turns to the problEm of 

PI'Eventing a dEprec iation of the " frEt" franc . 

" ThE quE a tion of knowing up to what point thE rEs ­

pEctivE LIOnttary tactics carried on in Paris and in London 

ln rEg:u·d to forEign mrkEts should agrEE and in what 

mEasure !t is to thtir 1nttrrs t that they rQ!UliD indEpEndent 

of each other forms , however , only on£ aspect of tbt mor t 

general problem of the defensE of tht frtE cxcruL~gE" , 
Aftrr s~arizing thE dangErs involvEd >n thE d~preciation 

of thE Crane on thE frE t market ht s9ys th!i t thErt is only 

onE way to combat thi s dtclin£ , "It is necEssary to impEdE 

thE supply of national currency flowing to New York or at 

least to rEdUcE tbE volume in rvcry wny possiblE, " 

BULLITT 

E:tB 

Regraded Uclassified



Secretary of Sta. tE, 

\"lashing ton 

GRAY 

Par1a 

Dated May 27, 1940 

Rec'd 4:41 p. m, 

907 , May 27 , 6 p , m, , (SECTION SEVEN) . 

332 

HE asserts that "ncccaaary paymEnts must bE meAt 

with forei3n exchangE f'Urn1ahrd by t:."lt Fc.~·~icr. ~:.<,.;_-•'18£ 

OfficE and not with francs air-ce tte lattEr mi~t sub­

SEquently bE sold on thE NEW Y01:'k markEt or El SEWherE by 

those reoE1v1ng them" . 

Jenny statt s that with respect to sett lements in 

non-compEnsation agreement countries, "a.n a..,partntly 

rational regimE ua.s concEived and made Effective by the 

arrEt£ of Novcabcr 30 11hich nta.bliahcd foreign a.cc-:>unts 

in francs" (i . E., franc bala.ncto of non-resident fe:<~~tru) . 

"The francs deposited in auoh a.ccounto wErt properly speak­

ing external francs uhich could be converted into foreign 

currtncico a.t thE official ra.tco thrcusb the Foreign 

Exchange OfficE . " JEnny !)Oint a out tbtlt such convers i ons 

could be EffEcted wi thout difficulty so long as the frtt 

rat£ remained stable and only olightly below the official 

rate . 

BULLl'l'T 

EMB 
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CK 

SEcrct~ry of StatE 

v:'lshi ngton 

GRAY 

Paris 

DotEd May 27, 1940 

Rtc 1d 6 :45 p. m. 

907 t lby 271 6 p, m, (SECTION EIGHT) 

"But after the franc dropped on Ntw York w1 th the pound 

apparently 3nothcr policy wns adopted" . Persons holding 

the c xtcrnal francs ~nich bad been transferr ed to these 

fore i gn accounts encountered more and mort diffi culty 1n 

a t tempting t o convert them into forei gn exchange st Paris 

~nd ~ooordingly adopted thE custom of selling t~eir franas 

in Ncw York. Thsst francs fin ished by being convert ible 

in theory a lone. They ~re now mertly trnnafcrablt and htncE 

more a~ more of thtm ~E being offe rEd on the frte markets . 

"He Blys th~t although these exter nal francs ccnnot be 

converted without permissi on of the Foreign Exchange 

Off1oc" this provision ti'\S merely i ntroduced t o prevent 

~ny nbua c in the systcm. However, refusa ls to gr!lnt pErmits 

"which ought to bE the exception have becomE almos t t.~c 

rule ". 
BULLlTT 

EIIB 

Regraded Uclassified
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CK 

SEc rEtary of StatE 

W'lshington 

GRAY 

Paris 

DatEd May ?:1 • 1940 

Rto 1d 6 :30 p,m, 

907. May 27• 6 p, m, (SECTION NIN E) 

334 

RE fEEls that forEign accounts in rr~cs art only 

advantagEous whEn thE francs cont~intd in th Em may actually 

bE convErtEd into forEign ExchangE at tht officia l ratEs 

for thEm thEy will not bE sold on thE trEE m~rktt , Y.nm 

"convErtibility" no l ongrr Exists fo rEign accounts 1n 

francs a rE actually d isadvantagEous sinot thty art a 

sou ret for thE salE o f francs on thE fr Et m:~rkEts 'illd 

hEnc E lEad to thE dEprEciati on of thE franc on succrssor 

carkEts . 
I n conclus ion JEnny st:>tEB th:>ttwo solutions of ~':I E 

probltm arE possiblE. Th£ authoritiEs mny Eithrr rrv•rt 

to thE original policy rrgording rorEign accounts 1n francs 

or thEy ma y supprEss such accounts aftEr qaving reabsorbEd 

thE s rvtral billion francs now in thtm. ThE adoption of 

tlthtr policy hE fEEls would l t ad to s r apid disappEaranc E 

or franc salES on forEign morkcts . (RuEff told thr CounsElor 

ot Embassy yEstErd'lY that thE aa:ount or fr~ncs on thE frc: 

m~rktt approximatEs thrEE b i lli on) . 
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CK 

St~rttary or StatE 

•rashington 

GRAY 

Pari s 

Do. ted !by 27 , 1940 

REc 1d 5 :05p. m. 

.,3-v .) 

907, li-:.y 27 , 6 p. m. (SECTION TEll ) 

A dEcrEE P\"blishEd in yuterd!l.y ' s Journal Officinl 

prov1C..:o th::t the "propErty rights and 1nttrtsts" in 

F'l':lnc E Ol' FrEnch poss tss1.-.ns b Elon~inft to BEl gi an no. t i onals 

residi ng in Enemy or occupied tErritory must bt declarEd 

and :1Uthor12ES the govErnntEnt to scquestr'>tt such holdings , 

Similnr mE:lSurEs ~vE already bEEn introduced with r espEct 

to Dutch, Luxcmburg :1nd Norwegian holdings (please sEE 

Emb:1asy tr.ltgr'>m No, 796, M:1y 21, 7 p. m. ) e nd to those or 

Polioh, ~ish ~nd Czccboslovck nationals (plea sE SEE 

Emb!l.acy ' s tcltgra~ No. 542, A~ril 29, 6 p, o , ) . 

Deposits in ordin~t~ (priv~tt) s:1vings b ~nks duri ng tbe 

period April 16 -- SO tot'lltd 140, 000, 000 francs and with­

drawals 27 , 000, 000. Si nar. J:muory 1 dEpos i ts i n l:IJ t sE banks 

EXO E tdtd l~itbdr!lW!llS by 1 , ?.27 1 000 1 000 , 

Tht only outstanding feature of thE markEt t oday was 

the wea knEss of inttrn~tioncls, Suez losinc 850 points . 

French securiti ES showed rractionnl g::ins and l osses . 

(EIID OF MESSAGE) BULLITT 
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liDS GRAY 

111lan 

Dated May 27, 1940 

Rtc 1d 1:30 p. m. 

Stcrttary of Statt , 

Waah1nzton. • 

42, May 27 , S p . m. 

~arktt 1nUtx 208.60. Volumt 98,200. 

~uotat1ons fluctuated during atsa1on but closed 

'-33S 

btl~1 Saturday ltvtls undtr continued atlling prtssurt . 

SHOLES 

RR 
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TREASURY DEPARTMENT 337 

INTER 0F1"1CE CONNUNICATION 

DATE llq 2'7 0 19110 
TO hore\U'J ....... tloa. 

NtOM Mr. Ooollnla CONFIDENTIAL 

'l!oe fore1p ""'""C" -.dte\ ,.. qllie\ iOU,.. l\er1lac, after opea1J!c 
a\ ).19 , aO"f'el. viilda a .,.....ow ftoll&8 aU 4q &114 olo- at J.1~1/11. 

l&le1 of opo\ 1\erl l.a& .., the a1x roportiJ!& MAlta \ ot&l.M DloJ,OOO, 
trn \he followiJ!& eovoHI 

., eo.a.rolal OODCer&a • ••• •• ••••••••••• •••••••••••••••• . .•• £ 9',000 
17 t aroS. -..a (Jiozoope, loll\11 .t.aer1oa u4 J'v kat) ...... 1. ~,000 

total ••• .•.• • £ ,,000 

Jr oo..erolal ooao•ra•••••••••••••·•••••••••••••••••••••••• £ 10,000 
., to~•11a ~· (7ar Ja.t) •.•••••••.•...•.•.•.•..••...•••• L ~.ooo 

!b\al••••• ••• L )28,000 

'l!oe followl.a& reportiJ!& 1laaQ ool4 oottoa 'bUlo iot&llac oC22,000 to \he 
llr1Uoll Ooa\1'01 aa the Moil of \ho oft1o1&1 rato of 11.02-1/21 

I. 1,,000. the haraat7 !rut "-"' 
2,000 .., \ho Julr.oro !rut eo.pa., 
1,000-. illo •uoa&l C1i7 .u 

I. 22,000 !lli&l 

!llo ._. of ...,...._ roportel. tba\ 1i ba4 pvobaoM 1.17,000 f or .,a\ 

4ol1nr, hoe iU :lrl\hlll Caairol at '14.0}-1/2. !llo taa4a will. 'be u.t to P81 

tor obil)Maie of ~-.. 

DooN101111aaie 1a illlo oiller ~111 -ro ao follovol 

!lot,._. true..,..,_ vitllia "urrow- u4 ala­
a\ .0181. 

!lot lvill ~ va1 1toei.T u4 o1o- a\ .22112. 

'Ill• Ooaef•• 41>11# pPtri-el. u ~rcw-t toAq. , 
1i alo1el. a\ a tt•-• If 20-1/zl., u • ......- vii& laWZUir 

1 

o1o1lac ... iailaa of Zl- 7/ .. 
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IIIIo Ow.Ma peoo iaq>...,. ... tv\loor w <r5/ lflf> u .. craa\, 1111e 
KasiOM ... wu ttnole•""" at .1672. 

J'or tho flret U• IUOI llq !lo tho Jea1t Of IQcl.uA pUU ... el ottlol&l 
buriac u4 ooll1liC ratoe f or tho Jan. l'lilf.er, ~· o qu.o\aUou wro \aiel 
o11 a 11144le roto of 7•6o loft cv.UUro to \lao lrlU.., poaA. U will )I ,... 

oallo4 \lao\ thio •• tkl ra\o ,..... ~l1o loot 'lllmr.4q ~ Jlr, Looa4te, Io\laor­

l oof.e IIWahr, u hh --• that \lao Iotlsar~o -·-• U4 Jolael 
U.o Jr1U .. hoDGb -tu7 ocr-••• A.ocorUac to o Qat\ ... hooe 4o.-tu 
roco1TI4 \otq t'na ~-. tho Ofttoo of lloODCIIlo .Atfolro auo-14 \bot tkl 
:0..\oh Jut Ia41u "loft pilur• ,.. ~14 o\ l.r]-l/2 to tkl v. 1, tollor, 

oquiftl•t t o 5'}-1/}1. !b1o ra\o we &loo coa\o1lto4 u llr, I.ca4oa'o "'"'•""' 
of l ao\...._ 

lllloro ...... M coli troa-\1ou ooa-\14 ~ u tot.q. 

IIIIo J'o4onl leMl'ft leak of •• Torti: r opono4 that \lao horaat 7 !rut 
Co-:PMT• :Lca4oa, ohippot t507 ,000 1a &014 troa llogl.-.4 \ o Uo lloal oftiao o\ 

l ow Torti:, tor oolo to tho V. 1. AlOOf' Ottloo, 

1111e ltato ~· t orworlo4 \o • • CIQloo otaUq \bot \ha t ollow1ac 
cou olli-paah '1101>11 M ,....., 

$ 6, J7li,OOO t'na Autnlto, olt.1ppo4 ~ tho o-OIIIOilU.,... of .b.otrallo, 
174aq, to tho l'o4onl leoo"o Joal< of lao J'raaol-. 

203,000 t'na Au\ralto, ..,1ppo4 ~ tho Joal< of Iow lov.\la Y&loo , ITdaOT• 
to tkl Aaoriou !rut eo.;...,, lao J'raaoboo. 

2S,OOO t'na ~-. oh1ppol ~tho Yoo\111&1\ ... loal<, ~. \o \ha 

--,,...---I~ !rut o.p.a,, ... Tortt. 

* 6,6Q5,ooo t.w 
IIIIo two ollipooah ooeiae troa .b.otnl1o will \o ool4 h \lao V. I. aut ot 
11oa h&Mt .. o, aa4 tkl oao \olliC ooat tr• llo&}u4 will \o ooll to \lao v. 1 • 

.leeq Otttoo ot ... Tortt. 

IIIIo coli prloo 1a I a itv to&q wollbl •• '" \lao OC'Iiftl•t ot *31·"· 
"'~. 

IIIIo 1011\or opot lilftl' tw~tot~• ... .,..., ... \lao oqv.lftl•t ot 3/~ '- .., ..... 

Ia 1.oa4oa tkl Jrioo ttlllll tor opo\ oU.,.., - l!a-5/l~ or: l/~": .... 
torwar& '*''•'l• - 21-lJ/lk, ott T/ lk. }2 ""o:/;.!' Jl~• :.:;.uft17, aa 
o\ \lao.,.._.... "*o tor "'1~~·,= nh \lao opo\ prioo- otd'fll•' 
\ha Maio at tkl otttoial ,,.., ....,...,_ • •• 110.,.,. 
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IMIT u4 ...,._,, ~n-•t Pl'ioe tor to~ oUnr -. Y}-)/fl, ,. 
1/11 troe hi4a;r' I qwo\IUoa. !U ~·~ ~ priM tor toreip 
oil••r ... aobnpt at )51. u W&l reportlf. \laat ......, - llaraa puabaM& 
200.000 -~~ ot 1ll,..r froa a Ce•el•oa ooao ... a ' Y}-1/i#. 

"'I oal7 pvMaol ot 1il'ror ..U 't7 &I t.U, oouiete4 ot 175,000 o1111011 
!1'011 \b1 liMk ot Oau4& '11114or ov recalar •011\bl.T ec:n.-t, 1o tar Uo11 
aoa\b, ,. Ia&•• liWIIlt 1,1)5,000 0'1111081 et 1ll"'r fro• \laat IOU'Oo, u ooape.re4 
wi\b \bo IICl' .... aoll\bl.T 11JIU of 1,200,000 .,...1. 

la a report troa \bo :re41ral IeHne laak of ... Tori< 11>ow1ac t.podh 
for \bo aoo01Ull of .le1a a1 reponlf. 't7 tile ... Tol'lt ac-111 of .T-1" llulal 
oa JCq 22. 1ll0ll t.podh totallf. t5J.,)22,000, a &.eor .. o of t22T ,000 11Jioo \lae 
ta1, report ao ot llq 15. bol11414 Sa \1111 toW "" tza,lt6o,ooo Sa t.podh 
with \hi To"ob- l}leo11 lluk, ... Torll: , ..... 't7 ih lii'IUIOIIel Sa Qoiu, -' 
4opoo1h ot tl),IIJ~,ooo llll4e 't7 t.ho u..t ottioo ael :_. .. ,.,_ .. , !U 
09or4fttt ot t.he lliM ottloe u4 J-•11 llruolaa1 oa .._ llool<a ot Tot+-' a 
•• Tori< ec-q -. t96,J61,000, u taor- of tii,5J6,000 oboe llq 15. 
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~TRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 340 

INTO.:It-OFFlCE COMMUNICATION 

D ATa W., 2'7, 19ilo 

••o" 11:r. Oocbru 

11:r. IDolot aalDtd • b7 telApboa.e toa., if I could au lot hill in -41Ac 
coD1'14 ... t1al ••IIIC"• 1a. reprd t o 1oablA hoh1 to the laUoa.allaa.lt of 
!eJ.c1ua in Parlol the Balik of hue• in Parle; !be lothorlaado Clonr ... nt 
1D t.oa.don: the llanl< of :tacJn A in I.ondca.l aliA t he •uollal ~ of Sw1tserlalll4 
at Bena. 

I tallotd with llr, ian'T BaT&U of the State DopartMat, wbo bao "C"•4 
to peral.t the .. ••IIIC"• to CO in eoaled nnlopeo addreuod to tiM reepecUn 
-., FoYi41d llr, IDoD aAdr••-• a lAtter either to the 1\Ma or !rea-r 
ll•parbent, upla1a1JII the coatnh of the ...,..lopeo, !be Ollftlop .. WR14 
then be forwarded tllro'IIP 41ploMt1o po1IOh to Parlo aliA I.on4Dn, with aJFopriata 
1Diti"CCCUoao to thl1r .tall&oaadoro in thoo• c1Uao, 
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o!!OOP IIBBTING ll&y 27, 19 40 
2:30 p.m. 

341 

Present : 

n. J& . Jr: 

Sullivan: 

F. !l . Jr: 

D. Bell: 

l! . ll . Jr: 

Gaston: 

H. U.Jrt 

Gas tom 

Harr1e : 

l.lr . Gaston 
ltr. Schwarz 
llr. Young 
14r. Foley 
Mr. Oravea 
Mr. Haas 
Mr. Harris 
Mr. Sullivan 
Mr. White 
Mr . Viner 
Mr. Cochran 
Mr. Daniel Bell 
Nr. Charlie Bell 
Nrs. Klotz 

I have a very important cable bore, secret, 
so I wish you would be very cautious about 
it . 

"llad.am T. V. Soong, a ccompanied by her children, 
named llaryjane and Kathryn, lett tor the United 
States via the Clipper from Hong Kong , on May 24 . 
They will transfer at Honolulu t o the Matson Line 
Steamer "Lurline". T. v. Soong would apprecia t e 
your aid in keeping the arrival of his wife and 
children secret upon t heir arrival at Honolulu 
and San Francis co. He 1a very anxious to escape 
publiciti• Mrs. Soong ' s name on the passenger 
list is Laura Chang", but the passport of herself 
and children 1a in the name or Soong. • 

\'lh.at I want to know is, do two Soong's make a 
Whltet 

What I want to know is i f t he name of tbs second 
is Kathleen. 

Kathryn. Serioualy, who wants to be nurse to 
t he two Soong children? 

How old are they? 

seriously, who wants to play nurset 

In preventing publicity? 

Ie 1t ahippingt 

Yea, I tbi.Dlc it 1a ehipplnt. · 
Baeil Harris. 

I will be glad to . 

I think 1t 111 
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Haaa: 

D. Belli 

I! . M.Jl'l 

Schwarz: 

B.lf . J r : 

Schwar&: 

H. I! . Jr: 

c Schwarz: 

B. ll . Jr: 

Klotz : 

H. li . Jr: 

D, Bell i 

H.N. Jr l 

c 

- 2 -

You can look ap the age artarwal'd . 

Wall , llerla • 1.t 1a a Po rei 
See what 70u can do about ft. Dapart.nt th1Jig . 

It ia a at&bili&aticn problem. 

Th1a thin8 here about Dr 11 that th1.n • ead -- net yet . Did 
g go all ria ht on t he machine to ole? 

Pine . They are making it on a 100~ cooperation 
baaia, Mr. Burt , aa he went out , uaed that 
phr&ae, 

Wlw.t phr&ae T 

1~ cooperation - • oN'ered bJ the 1nduat- to 
the Government . ·' 

I a ee he also said he waa going to put h1a teeth 
into it. 

Right , which he l earned rrom you. 

I hope his teeth are & a good a a m1ne. I mean, I 
hope h1a teeth are h1a teeth. 

Yea , not store teeth. 

That ia what I waa trying to get over . 

Oh, Dan, what a razzing I took fro• the Prea1dent 
on th1a memorand\& or youra . Oh babyl Be said 
he -• going to call • a Uar, but then he saw 
I didn' t sign i t so he a&id he couldn't call • 
tbat. Be aaid I _. ..art not to algn 1t. Be 
ol&iaa we can't droP aa 11111oh aa you ela1JD we em , 
$1, 227 , ooo. co down t o t950,ooo.oo. Ee thin!<s 
tbat 70u rorgot t he June 15 tax returns . 

J(o, I dic!n•t. The u . s. S.vinge Bonde are in 
there. too. 'l'll&t is a net picture. 

342 

We can go &head and prepare tor a refunding note 
tor nota providing eond1t1ona are OK. I will 
keep th1a, but he did g1 ve me an awful razzing. 
I am eerioua in trying to get aomebody to go 
i .nto procurement and take the pla ce of Collins , 
who ia resigning on the t1rat of JUne . I can 
pt the service• ot Don Malson ot Sears lloebuck. Mow, 
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Poley I 

H. N. Jrl 

D. Belli 

H.U.Jr: 

D. Belli 

!I . !! . Jr1 

Viner: 

H,U,Jrl 

c. Bell i 

H. W. Jrt 

c. Bell i 

I! . M.Jrt 

c. Belli 

s . x . Jrl 

c. Belli 

Don Nelson -- I don't know h1a but the be 
waa the onl7 man that c.I.o. d 1 aa,. 

uld 
an A. P . or L. 

wo agree on when the Pre aid en t offered him 
the job of --

Cono1liatort 

Head of the Labor Board or something. 

Chairman. 

SOIMthill8• A few people eould inquire around 
town about Don !lelaon, would JOU all inquire! 
He was hare -- he liquidated NIHA. llc:leJDOlda 
ia already asking Leon Henderson, so that s ource 
ia covered. He ia Executive Vice President or 
Seara Roe buck. 

LarrJ Martin ought to know him real well . 

'llould JOU people sort of -- do JOU know anybodJ 
out in Chicagot 

Yea . He 1e a well- known peraon in town. I 
don't know him, but I know of a great man7 
persona who will know hi m, and I can get a 
line on him. 

I am t o hear this a fternoon whether he is willing 

to eome. 

!lo. 1 Bell on the roll, I mean this Bell 
(Cbarlee Bell) , what have you goU 

Eveeythi.Dg 1a in order, llr; Sec re tar,. . 

How a bout tr1md !lol'lll&Dt 

we are keep1118 one jump ahead of Dr. Kead and 

hie atart . 

Somebody baa taken very good care of him, and I 
gueaa it 1a you. Mr. MoReynolda want out of h ie 
way t o aay that he ia working purely on thia 
other a turf and JOU have been running th1a shop 
and he said 80111e very nice tb1nga about you, 
which I haVe no reason to contredict . !lorman 
will be hack next l!onday? 

June :lrd· 

Have J OU heard rro• h1mt 

.o, a1r, no t d1rectl7• 

34:J 
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R.J! . Jr: 

o. Bell: 

H. M. Jr: 

Fole y: 

H.l!.Jr: 

Foley: 

H. !t. Jr: 

Foley: 

'i . ~~ . Jr: 

- 4 -
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'l'bia t hing in Hot Springs must be some place 
The other Bell haa been down there. How • 
!lorman 'l'bompson went dottn there. Did you 
send Norman Thompson down t here! 

I SUggested it t o him. I didn ' t send him but 
I heard from the people llho run the plaoe ' that 
he was there . 

I ' m going to get everything ott my chest. I t 
would be unfair to give you fe llows -- a little 
birdie tells me you have run into a snag with 
Pratt k Tlhitney. I ao tryi ng to look oross- eyed. 

We are not getting much cooperation from them. 
l'fe have wr1 tten up the agreemanta insofar as 
CUrtlas- l'lright is concerned and their lawyers 
have OK 1 d it , and when llr. Vaughan comes down 
tomorrow 

He ian' t oomi.ng t omorrow be cause I am not ready 
for him. 

Whenever he comes, I think he will t ell you that 
t he agreement is all right . Of course, it i s 
necessary to determine certain things , but we 
oan't do that as lawyers. They will have to be 
negotiated, and they can be ~nserted , a few 
blanks 1n the contraot . Now, the other people 
haven't cooperated at all. They have sent us 
a l e tter Which is very i nconclusive and the 
lawyers have refused t o co~e back . They say 
there 1a a Board meeting today and they have to 
be present at the Board meeting &nd a l l that 
s tuff. 

That 1a true. 

But they don' t need t heir lawyers at the Board 
meet1n 11e are going ahead and wr1 ting the 
agreem!~t the best way we can without the i r hel p. 

Well I didn 't know tha t . It I had known t hat , 
' • 1 t them oome down tomorrow as i s. 
I would have e that licensing 
I think we had better oloaedu~ do the licensing 
thing and let them come on o • 
thing as of tomorrow. 
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!l. !o! . Jrt 

Foley I 

ll . )!l . Jr: 

!'oloy: 

lt .M.Jr: 

Fol ey : 

H .•t.Jr: 

Sullivan: 

H. ti . Jr: 

S••llivan: 

H. !a! . Jr: 

Sullivan: 

H .~· . Jr: 

Sullivan: 

Foloy: 

H. H.Jr: 

. . . .. . .. . . .. . . . . . 

- 5 -

Now, I told tho Pro ld 
not his -- that 1na~uent -- this was~ idea, 
agencies will follo~ t~~ea~o~he~ Government 
Bob Jackson to see this form. • would like 

Well , I have down here t all right for us t 0 ask you 1r 1t would be 
the Judge Advocateo0e1nv1t~,repreaentatlves from 
because of the A~ a~~~av; .offlce to come in 

Swell, and somebody from --

Somebody from Justice. 

? • ­..., ,, ) 

Done . But have a little meeting before we 
with the Curt1ss-l'fr1ght people so we don't 
an argument beforehand. 

meet • 
have 

I will call them as soon as I leave here. 

Hero 1a the point. You know what has happened 
in the case of the British, the licensing . "It 
ie yours , and when the war is over, we will t alk 
to you about lt, but in t he meantime , when you 
receive the plans , the license is yours ." 

On the Rolls- Royce? 

Yea. The fact -- when the plana are put in your 
hands, you have the license for the Rolls-Royce . 

I think men Prat t '< l"lh1tney get down here the:; 
will be t alking Packard. 

I am not i n any frame or mind to bargain with any 
of these fellows . I want the licenses, and I sa 
not going to bargain. 

Just the bare licenses can be gotten all ri~t. 

Well I want the l icenses; and naturally lf they 
say t hey want Packard and Packard works out all 
right ,-- but I am no t going to have them tell me 
to 'llhom .. to reissue the license. 

I don ' t think they want to do that. 

wel l , they need instructions from above. 
lawyers do , because --
'If 11 we will have these f ellows down tomorrow. 
'lf~ls~n is at eleven and vaughan at throe . 
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l'lhitel 

H. !I!.Jrt 

White I 

D. Bell i 

'11111te 1 

H. N.Jrl 

~/hi tel 

D. Bell i 

!! . !f.Jrt 

D. Belli 

B.ll. J r1 

D, Bell i 

H. N.Jrl 

D. Bell i 

H. 1t. Jr1 

D, Bell i 

Wow, Harold! 

Harl')', an,-thinsT 

- 8 -
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llone ot it baa t o be anawel'ed, •nd I ..,. atrt.id 
that ,-ou will have to •ke the dec1a1on aa between 
two, beoauee onl,- JOU know a ll the !acta on thia. 

You tlatterer, ,-ou. 

'l'be7 are not auch impor tant !acta aa to be tlattel')' . 

Be took it back, 

'1'b1a 1a the anawer to Orad,-. I th1nlc th1a wUl 
at..,ur,. it. '1'b1a 1a the one that I approved and 
tM one that I th1JIIt Jake Viner approved, and I 
don't know how Dann7 atanda on both ot these. 
You can read thea both. 

Haa DannJ aeen both or theoT 

Yea. 

Thia ia the baaia th•t we diacuaaed in Cabinet 
the other day, "' I underat•nd it, t.nd the 
Preaident said that he wanted to purobaaa a lot 
ot strat egic war materiala, and he wants Jesse 
Jones to handle thlllll and he didn 1 t want t.n7 
gold or anJ agricultural pro<1ucta tied up with 
it. Now, I understand that Wallace baa seen the 
Preaident, and he baa probablJ changed his llli.nd. 

Bart7 Bopktna was on the boat laat night. 

You tll1Dit aoT 

Be tucked the President 1n bed. 

You th1nlt be won, thent 

I tll1Dit eo. 

I don • t kno~ which aida He rr)' ·18 on. 

.. u, I baTe agreed wi th Hopltina to go the 
Hopldna wa,- . 

Wbioh 1a thatT 
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!l. !t. Jr: 

Klotz: 

o. !lell: 

!l . IJ . Jr: 

".i'hite: 

H. M. Jr: 

White: 

:t . l' . Jr: 

~.bite : 

P. Bell: 

i'/hi te: 

'! . ;• .Jr: 

P. Boll: 

- 7 -

Well, I don't know. Tbo Hopkins way is the 
oppoai te trom the Wallace way. Now, 'llbich 
is tho ~allace wayt 

You are a help. 

It is the short letter, I think, that you wa.nt 
to aig~ in that case. My objection to the long 
letter ia that it ia a typical agricultural 
letter where they try to got tho President to 
commit himself on a progrt.l!l which I am not sure 
he wants to be committed on. 

l'lhy do I have to write t o Grady at all? 

Grady's letter to the President was sent to you, 
and what complicatas t he matter is that be sent 
instructions to Secr etary Hopk ins and Secretary 
Wallace to contact tho Treasury to got what 
apparan tly is a joint agreomon t on an answer 
and Agriculture and Co:nerco were do-.m here , 
and I think that Commerce is raconaiderin& their 
positi on, because Commerce feel3 that maybe 
Agriculture is correct in the statement that 
Agriculture's posi tion doesn't i n any way hinder 
Hopkins ' program. It is aomothing additi onal. 

Look, I have got ton m.inutes to £0 around the 
rbom, and I can't assimilate it. 

Then there is another suggestion in that, and 
than with your parm.1Ss1on lot ' s not answer this 
letter at all. That 1a another alternative. 

'!bat has happened before . 

Let's Just postpone 1t. 

I am for that . 

You weren't signing t his, it waa the Pres ident's 
letter. 

But we were to draft a letter for the 
If we Jus t postpone t ho thin~ , it may 
out. 

President, 
iron itself 

I ao sure i t will. I think your third letter ia 

tho best one . 

I agree with that . 
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\'lh1te: 

H.M.Jr: 

White : 

H . t~ .. Jr: 

l'lhi te: 

H. !!. Jrt 

llh1te: 

H.M.Jr: 

\'Illite: 

Fohyt 

White: 

Harriet 

H. !J . Jr: 

Harris: 

ll . !.I.Jr: 

Harrie t 

348 
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Wi tb your pel'lllie e1 both A-icu1tur on, I would also like to tell 
o- e and Commerce that t 

on the table for awhile. be thing 1s 

No, don't t i p your hand. Don•t tell them anything 

Well, it isn't very fair ith 
been right with us on thi: them. They have 
to have collaborated in th~ and they are supposed 
letter. preparation of this 

T/hy not tell them I ·- a t am neu ral? Say I am 
studying the matter. How ia that? Ia that 
being fair? 

Yea, I take it you are. 

Anything elseT 

'!hat 1e all. 

Okay. All right , Harry, I'm glad you are feeling 
ao well. Did you have a little tennis yesterday? 

No, the fielde weren't open. 

Fieldat 

I mean the tennie courts . I play the way I - · 
did you ever see a good chess player playing 
on five or six boards at the same timeT That 
is the way I play tennis. 

We will have an American ehip 1n Galway on the 
fourth of June. We think we wUl have another 
ahlp 1n 9o:rdeeux about the eighth or ninth of 
J\Ule. Those ere probably the last two American 
shipe that wlll collie out 1 and if for any reason 
you have got records ot• gold or possessions or 
anything you want to get out, they mieht do it 
at bargain prices. 

Whet ships ere these? 

Well , one is the "Roosevelt" end the other isn't 
settled yet . It may be a larger ship. 

Have you got a mell!Orandum tor ms on thatT 

No . I have tbree other memos that Just pertain 

to --
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H. II. Jr: 

Barrie: 

Barrie : 

!l . !! . Jr: 

Cochran: 

Harries 

H. U. Jr: 

Barrie: 

H. !l. Jr: 

Harries 

Viner: 

H.M . Jr: 

Rarria: 

B. U. Jr : 

D. Bell: 

H.!t.Jr: 

Cochran: 

R.M. Jr: 
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'tlha t are t hose .._ ahipa' I t to """ wan carry it in 
~ 111.1nd. 

One ia the "President Roosevelt". 

She baa gone to Ireland, hasn't abe' 

She lett Friday. The other one ia going to 
Bordeaux. They haven 1 t determined Juat what 
ahip it Will be , but it may be one or the 
largest ahipa. 

That 1e 'llb&t Fe1a 1e tuaaing about. Can they 
get any gold over to Ireland' 

Tb.ey could. 

Whose gold wou ld i t be ' 

England' •• 

I don 1 t th1Dk t .hey would touch it. 

11hy? 

I don 1 t know. I think the State Department would 
object to taking anything on there that 1an't 
American property. 

American Government propert y. 

Well , I will buy it. 

'l'bat 1e all r1g)lt. 

Well, llr . Hull called - · I haven't had a chance 
t o work wi th lira. !Qotr; becauao aha haa been ao 
buay. I have got a lot ot memoranda here. One 
ot the th1nga 11r. Bull called about , he ia tuaaing 
about th1a gold. I don't k:now -.bat we can do . 

That ia the English gold' 

Yea. 
I believe it will have to be convoyed. 

George' 
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You have just got f ive minutes . 

I will give you a memorandum on that second 
as soon as it is fi xed , Jlr. :lecretary . 

Right . 

You got excellent response to your wires . 

You mean on the --

boat 

Engines and the nl anes . There 1a only one place 
I am held up , and you probably couldn't guess . 

rlhat i s that? 

'll\e Arr:r:J Air Corps. I j nat got 'COrd f ron then 
that I couldn ' t get the deliveries for last week . 
They wouldn ' t be available until J une lst , so I 
not hold of this Colonel Powell over there , and 
it is incredible. They said they had sent a 
teletype out to \\'rit)lt Pield , and they sent a 
message back that 1t t~ouldn' t be ava1lable . I 
asked him who ran Wright F1old . Ue has had to 
boar dov;n on them a bit . I don ' t know Ylhether 
he ls giving me the run around or whether I am 
going to get i t when I get back in the office 
or not. 

Didn't Glenn Martin come through? 

All the big plants , but the full reports - - and 
the sad part is I could have gotten it direct 
from the eom;>any, but the :; told ne the:: woul d r et 
it for rne so I said in the wires to the co~;>an1es 
to omit the Army and Navy Contracts. 

If there i s an:r trouble, Louie Johnson 1s c.o:~:1ng 
over to see me at four . If you haven't got it by 
four , gi ve something to J!c!(ay by nve n'nutes to 
four . 
Just a s I l eft the office he p romi sed to get it . 

Philip? 

No problems. 

How are m~~ch1ne tools , Chick' 

Doing fine . 

/ 

J I 
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-u-

lll right. Do you know one •china tool t'roa 
another? '!hat Department of Commerce follow 
wae a great fellow, wasn't be? 
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They got their atatiatica from CU&toma , all right. 

I thought CoDI!Ierce had a machinery c11vie1on so 
we had the head of it over here, and he can tell 
you, by golly, the third week in every month 
every -chino tool tbet left th1a country, but 
could he tell what is in the process and what 
ia being doneT No, they juat get their statistics 
t'roa CUstoms, that 1e all. &.lt those Al'!IQ' and 
Navr fellows, they were good. 

They wore fine. Bapeoia l ly the number two men, 
llajor Soderholm, etc. 

That ia the way it woually h . I t 1a that way 1n 
Treasury, too, you know. 

How ia C&nada, VinerY 

They think they have been a little too slow in 
getting ready for the war. 

Did anybody talk to you about their methods of 
buying up tberet 

Yea. Everybody up there was talking to me. 

Bad? 

Well, I don't know what you have 1n mind. 

I -an slow. 

Slow, yea. 

I don't mean crooked, I mean slow. 

thi 8 ia they announce weekly :! t 0~e; f ~~: 0 rc1:ed, and people are brdeginning 
. ror instance , they should o or . 

to ask why, f iforms at a time, whether 
$56,000.00 worth o un the orders in dripleta, 
they are not s~:~~ ~~! production. ~t in terms 
1natead of got ....., the are apendlng at the 
of American figu~abe eq~valent bore to ai 
rate of what wo '!hay are comPlaining 
billion dollar• a year. it might be woeful for 
about the alownesa, ~~eaa 18 in a war 1f you 
ua to knOW what the a 
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figure that they are complt.ini bo 
although they are spending at ~a~ r~~.e~bat , 
Jake , just one thing 10h 11 
i~l~eryw~~~ wy~~iedt abou~ r~~ ;~:n~~r=~d ~~li~~l 

f • pu your old bean on it and 
i you have any ideas? Jue t think about it :e~ 
me about it, will you? Stir these fell . • " 
little. ows up a 

Vlell , what they m1(;ht have 1n aind -- because 
I notice that in Canada it ie very much 1n t~eir 
psychology -- I t hink they are very much worried 
about the future , but they won't talk about t heir 
wo rries on the ground t hat it's defeatist telk 
tho sane way with shipping the £Old down. • 

Well, would you just, you know, do a li t tle -­
well. 

Harle? 

I have nothing. 

Mr . Bell and J.lr. Helveri ng and r.:r. !Lag111 and I 
drafted a aemorandum for you this morninc; , and 
the figuring is j ust beine, done on it and I 11111 
have it in later in the afternoon. 

Send it up to the house , will you? 

I think you might want to l ook at lt oorore you 
go , and 1n case you don ' t llke 1 t we will do 
another one tonl&ht. 

The President was very much pleased w!t h my report 
of tho t10et1ng this mom1ng. He was very t:Uch 
surprised and very much pleased. Senator l'.arrioon 
was right in the room here and Mr. !lcDonald , and 
they complete ly reversed themselves , and t he y are 
now talk'ng a bout giving me my debt 11mlt increase 
and tho National Defense Tax Bill. 1'/asn' t it 

amazing, Dan? 

Quite different f r om what i t was a V~eek ago . 

Amaz 1ng . 

Ed? 
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Do ~~ want ~a to g1 ve to Berle the draft or that 
~led-~and ~dl~~;o~~=ion that we have? He 

Sure , 

Do :rou mean the Inter-American B&nk? 

Ye
1

s , I
1 

mean the Inter-American ll&nk. They would 
a oo 1ke to have our help. 

No, the President hae said twice now that it's 
Jeose Jones. 

That 1e what I underotood. 

I believe that Welles or oocebody over there or 
Ur. Hull asked that Jeooe Jones be permitted to 
do 1t . Now let Jesse do it. Give hla what we 
have got and then just rorgat about it. Some­
body over there definitely asked that Jones do 
it rather than - - that Jeose do it rather than 
Treasury, and let Mr. Jones do i t. 

I think they are interpreting that in the 
State Department as more or less floor manager, 
that Jesse would get the thing through Congreu 
but it 1s drafting the bill, Berle thinks , that 
ought to be done throu.gb a coordinating - -

Well, let Yr. Berle do i t . 

Bob Hinckley called and said that he Wlderstood 
you were considering putti.ng on a Colonel Gorrell. 

That 1e right. 

Be thinks that it would be a mistake. 

I see. 
Because Gorrell was very a ctive in connection with 
McCarron resolution on the fourth plan. He said 
very reprehensible things a bout the administration 
and made clal.ma that ws had bought up the Senators 
and that they woul~ go t things that --

That is Hinckley' s advicet 
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He wanted me t o pass thia t 
he brou~t 1t to on o you, He sa id 
the r elease or th~~: ~~i~tintconnoction with 
that the companies have ony ~aneport planes 
vouchil'18 for him, and when ~e ~;~rdan~~~ wasn't 
were cona14er11'18 br1ng1ng him in __ · you 

He heard it from me . 

Biet wanul.tdedbto get this word to vou, that he tho"nht 
wo e a mistake. • ...,.. 

ral;hhim"~ihave not seen tlr . Gorrell since be .,as 
n e O•• ce here wi th me , and he can rest on 

that one. 

Okay. 

And incidentaily, that - - I w111 call hlc. He 
has been t erribly coope~t1ve. I will t ell him 
I got your message. 

All right. Here is that l etter to McKeller. 
Captain Kraus has also initialed it. 

Tha t action that Rudo l ph Hecht is bringing 
against the Universal Trading Corporat ion in 
the Supreme Court , you remember "o refused to 
a nswer voluntarily the interrogatories. !low 
Ziegler, Counsel for Hecht , has made an appli­
cation to Supreme Court up there in llew York 
tor an order to compel you to answer. Now, I 
have talked w1 th Eddie a little bi t on the 
telephone about i t , and it it ia agreeable with 
you, I will write to the At torney General and 
aay that we want to resist the grent1ng of tho 
order. I think that we will be succeasfUl, 
Thora may be a little publicity, but I don't 
think we have to worry about i t at all . 

I like publicity. 

All right. Then wo will cooperate wi th Justice, 
probably aend somebody up t here to appear and 
object on t he ground that they have no juris­
diction over you as Seerotarr of the Treasury, 
and anyway thO me. tters are confidential and 
involve th ia Government and ita foreign relations 
wi th another aoverign power. 

I am five minutes overdue now, 11nd I have got to 
g1 ve oaa ton aO!lle t ime • 
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I will talk raat . We ha 
C1v11 Servi ce Commiasi onva be~n working with the 
1n bui ldi ng up a starr on g v1ng than some help 
in connecti on wi th enla;~.~~e~tigate personnel 
had a ~~~eeting this 1 

8 enae program. rre 
to l e t them have Ha~rn~g, and we are proposing 
transfer twenty-five~!' t~l~;• and ~lao to 
o!' the Intel ligence Unit to th~!o~ere~gent~ 
money by which we can hire som urn or 
and Dengl er i s to help th 8 new junior agents 
investigative s tarr • em organize their 

That is Internal Revenue. 

No. 

Dengler? 

Dengler works !'or the coordi nation. This 
proposition --

But the twenty- five fellows you are lending them 
ia Internal Revenue . 

That i s right. 

VIall , I don 1 t know. Vl1th tho Income Tax and the 
thing that you are talking of a bout extra agents , 
you have got to get -- Sullivan comes 1n and 
wants thirty- five or forty million dollars more 
eo he can ra i se some more money. He was cryine 
about it this morni ng. 

This ia t he thing we planned, of course , t o put 
up to lolr. Sulli van and t he Co=iasioner; and we 
would under the plan •' et more money out of this 
than the new ~en would cost us . 

You have got to get by Sullivan and Relverlng. 
Oka y. If it i s all righ t , don't bring it back, 
but - - i f it ia all right with Helverlng and 
Sullivan, it is okay with me. Is that "lbat 
McReynolds was doing all mornlngt 

No , Mac wasn't in on t his t his morning a t a l l . 
I talked to him about it several days ago. Irey 
and I and Flemming were there , and we haven 't 
made any final decis i on or arrangements with 
them. I was just telling you the outline . 

Francia Biddle haa called a meeting this afternoon 
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to talk about eoordinat i on or innat1gative work 
over the Border 1n eonneot1on wi tb their taking 
over the Icndgration Patrol . 

I told Bob Jackaon to see you, 

Well , Elmer and I are goi ng over there , and I 
spoke to Mr. Barrie about letting aomeone go 
along. 

Nr. Secretary, do you th1nk we ought to give 
consi deration to pulling our Treaaury agents 
out or Prance and Englandf 

Do whatever the State Department doea with them. 

I don't aee that they can accompllah anything 
there now, and ao=e or thn a.re 1n pretty 
dangerous aectora. 

I don't a.ee 'lllh:r they should coma out any more than 
a consular agent . I th1nk they have to do 
whatever the -- what does Agriculture doT 

Leave it to the discretion of the Ambassador. 

I think 1t i a up to t he diec~etion or the 
Ambaaaador or the State Department. 

I just didn ' t want them to be forgotten. 

I jua t wanted to mention to you that the Camel 
ia being held up. 

, 
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• 
THE SECRETARY OF' THt TREASURY' 

WASHINGTON 

.............. (r· i-1 J 
I bAve your letter of MaT 23. 

Since you alte it clear tbat you are no longer interested 
in •t.h• llolla-l!o)'ce job,• wbich I ban diacu.eaed caly with ;rou, 
I wa.llt )'011 to moe tbat I intend t o explore the poaaibllitiee 
with other anutacturere. Your letter .U.. pl&in tbat :JOU will 
enterte1n no objection to th1a eourae . 

Ineofer aa the Contin..,tal engine 1a coneerned, I note 
tbat ;rou aM posa1b111ti u in produc.in& thia enpn.. I aball be 
bappf to continue our tan. about tbia Mttar wb.., fOil...., r~. 

Of courae, our diacu.eeiona eoncerniD& tbe production of 
tbia .otor are preH• •n•rr and tentatin aa otber Depo.rtaente of 
tbe GoTert~Mnt, u well u Contin..,tal llotora , are rtt.all7 COil­
earned. I aa aura ;you understand tbat I aa not authorized to 
take aey def1n1t1n action or to aka aey Clotaitllenta on bebalt 
o£ tbe QonrDMnt. 

Your expression of e~ooperat1011 ia araatl;y appreciated. 

1:. T. leller, leq. 
Preaid..,t 
Chr,raler Corporati on 
Detroit, 111cbipJI 

Verr trul7 ;roura, 

Secretaey of tbe Treeaur7 
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C HRYSLER CORPORATION 

V.trotf. :Xicltlgan 

Honorable Henry Morgenthau, Jr . 
secretary of tho Tr..asury 
r.ashineton, D. c. 
: 'Y dellr llr . Secretary: 

~y 23 , 1940 

Since <AU' conference with ycu in \'lashin{:ton last :.!onday we have been 
earnestly stud)'in& tJ1e probleos incidental to undertuld.ng the production of 
airplane C>Otora • 'l'h1s l.s an entirely new f ield to us and prior to your re­
quest that 118 do so "" had never given crry serious co~sidera tion to enga~ 
in tllia line of rosiness . Our .rrelln1Mry studies confirm the opinion already 
expressed to you that, as we are presently aet up, both our fac1lities and our 
,eroonnel will need extensive reorganization and a.'"lplification if we are to 
becoce a substantial and satisfactory source of supply to the governoent for 
airplsne engines . 

Hoflever , "" do possess unusual facilities for engineering r esearch, 
ar.d our organization has a baclr.ground of ex.,crience with production problems. 
Yestardny nnd today "" had a lll"oup of our ablest engineers and production men 
ut \/right Field in Dayton, as "ell ae Mr . Hutchinson and myself, and I can not 
speak too highly of tJ1e consideration and cooporc.tion which we received at the 
hnnda of tho aontlomen there . Tie were given every fucili ty to make a prelim1-
111ll'Y aurvoy of the RPlls-Royce enr;ine , and we rev1owed briefly the devclop:nents 
llllich hnve taken plnce with the continental engine . r;e also had an oprort.uni ty 
to l ook over casually the Allison job. 

The grea tar :=t of our t:We -.as spont on tbe study and analysis of 
t..~e RPUa-Royce job. One of the two sa.."Ples be.d boon disassecbled and spread 
out Cor inspection, pon:U.tti.n8 us to take weights and ::;easure:oents of various 
CO!I,,nent (Xlrts, and greatly facilitating cur study of the probable processes 
of ranufaeture if we were to underta.'ce the production of this en.,""ine in this 
count.ry. 

The longer we studied the RPlla-Royee job the less we 111<~ i t as 
a t<U~ufncturing proposition far American production , It is our opinion that 
it wuuld ta~e a longer time t o get into production on the Rolls- Royce engine 
than on IU1 American designed engine . We foresee difficulties in getting and 
understanding details of construction , tooling, dr"wings, specifications, etc . • 
etc., correlnting them with u. s. standords and prnctices, devel oping neees­
&IU':f sources of required materials and o.ccessorieo, all of whicn "ould be 
gr011tly mitigated and facilitated if an engine of Amerie<:n design "ere to be 

subat1 tuted . 

/tv.r 
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&.norable llenry lo:orgentllllu, Jr. t:.ay 2:;, 1~40 

?,e were creatly intrigued by the account given us of the develop­
ments to d.o.te on the Continental enpne. From the inspection of the test 
records, the e:xa.N.nll tion or the S8.m[>le single cylinder and piston, and pn.rti­
cularly fl'om the ro,.ort s given us by the Y;right Field eneineers of their 
studies on the preliminary develoJ!Illent or this engine , we believe i t to be a 
:;ood lxisis on which to proceed to design and build a tflelve cylinder engine 
tu r.>.•t what we understand the requirements of the military authorities l!lll)' 

be. 

'le were advised that such a twelvo cylinder inverted v type engine 
i~ now be' r.g laid aut by the Continental engineore , and is ex ectad to be 
S'"b:.itted for teat within a cinill:um or sev.n months • ti.ce . ~ 

r.e reel that if the experience end baclq;r<>und or ~he r:rigbt Field 
,,._-ine<rs were actively end sympat~etic:ally coordinated ..,ith the r .. cilities 
aru ,...s.,urces or our organization, the ti~::e required to desi gn and build, say, 
four that e&.oi•l• engines based upon t Le ContinenU.l sl.ncle cylinder <late could 
b.. shortened. 

:.:O.chinery specif'ic;:.tions, production atud.iee and tool design could 
"roc•ed simultaneously with the engine design and purallel to it . This as~ect 
or th& preparation for quantity production is just ... big " !ob as the desisn 
of the ouginc itsolr . Important and long-time INlchine tool requirenents should 
be s,;ecified and ordered as soon as preliminnry desisn decisions have beon Mde 
.,,.; t!>e informution is availabl e . Studies of llllitorial rcquire<,ents and sources 
should bo bei!UD imLedia tely n. th a decision to so ahead. . 

If this undertaking should be es&igned tl) Chrysler Corporation, it 
is our opinion that the factory for producing t..ese engines should be located 
in tl:e t'etroit area . Our recoJ:I:Dendation would be that t he initial tooling 
s . .ould be on the basis of 200 engines 1-er JDOnth on a one shif't 40 ho= week 
oreretion . ~.fter training the first shift, further capacity could be obl.<iined 
bj' additional shifts. iOe consider the top jlroduction on this pro;p-e.o or this 
;.reductive unit l'IOuld be 500 engines per oont.b . 

iihile the production of so"" parts for t.l>.is pro.;rao could be handled 
in exi.;ti.ng Chrysler plants, we believe a new b\:J.l.din<; of e.-. ro:d.a'.o.tely 
50'~,000 square fee t would be required for vroduction ;>urposes , with necessuy 
t&sttne f<~cilities in addition . 

As wo have pr eviously stated, tha development end production of air­
plane engines is not our chosen f ield, and would not be consider ed by us except 
for ;our request under present circw:~stsnces . However, we fu~ly recognize tho 
gravity of the situati on, and we are prepared to co forward m.th a pr~gr&D 
which fits the need of the m l itery authorities, nnd which r;e in our Judl:ll!Ont 
f<el we eru> >Uldort.<.ke with a rea.scne.ble expectancy of carrying through to a 
suceessf'ul conclusion . I have no hesitation in plcdj:J.ne to our cow:trr throuah 
you the loyal, enthusiastic and diligent effort of our entire organ1zation. 
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Since we are approaching this preble• tro• a patriotic rather t.ban a 
c.,_roial anal•, end ha ..... s- grave doubts as t.o what, ~ fl.'IJ:¥. position .. 
adght wish t.o occupy in tbe commercial aviation ena:ine tiel4 once this emer­
gency is passed, wa would like t.o avail oursel ves to tbe tulleat ot your 

8uggeation tbe t tbe govel'llll8nt. would undertake tba load ot financing tbe under­
tald.ng, and tbet tbe compe-tion to our atoclcbol4ars could be arranged on tba 
basis of some sort of manageoent. tee f or tbe supervision we would give i t. 

U t here eeems to yw to be soma basis in tbe foregoing tor turtber 
development, wa will be moat happy to meet with you or anyone you may designate 
tor !urtber discussions . 

m :JT 

f 

CYJ.r 

Vary truly yours, 

CIIRISLER CO~ 

~ 
President 

-----------:-
' 

W&.;¥ 11~L ~ 

• • '. tYA.: co~~r-~illts ~ lA ' 
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JoMrana ._.,. •JI'Iu\hn, Jr. 
leore\ar, of \he ,.....,. 
luh111C\oa, D. C. 

117 ~ar llr. Seora\ar,t 

liaca ar ooatareaoa ri\h 7ou 1a 'lnhiJ>C\oa laa\ •a4q n loan "­
.. mao\17 •"'41DC \ha prenaaa lacldaatal \o - dar \alc1ac \ha pra....,Uaa at 
airplaaa ao\ore. tbia 1a aa aaUrel7 an field \o u, aa4 prier \a ,...... ,._ 
qun\ \he\ " .... n hacl a ... r clYRD uq tarioua coaatdara\loa \a -..uc 
la \bia llaa et lllulu... Ow.r pral1aiaa17 t•41•• coati .. \he opWaa alreeq 
axpreued \a 701l \hat, •• w are praaaa\17 oat up, -\hour faoUlUea AM nr 
peraoual will ••-' u\•aln reorpalaaUoa aa4 ..-pllfloa\laa lt n are \a 
~ • aaba\aaUal aad aa\lofac \o17 aourca of nppl7 \a \ha ,..,._, fer 
alrplaaa ..,0.. • 

......... " .. penau Wlllllaual faoUl tho for •DCl•"r111C re .. aroll, 
oail nr oJI'IIIbaUoa Ilea a llltoqli'OIIIlil of a xparleace wt\h prada&Uaa pra'lll .... 
Tat\a..._, aa4 \a'-7 wa hacl a croup of our ablatt aaciaoert aa4 prodao\loa ... 
a\ l rlp \ ftal4 la ~tea, aa wall at lr. 8&\cbiaooa lllld 11710lt, AM 1 - aa\ 
tpMlt \eo bich17 et \he oaaaldoroUoa aDd coopnaUoa which wa reoeln4 at \loa 
hoab of \loa Cetl\laaaa \baH. 'Ia ware ciYaa ..,,.,. tactll\;r \o .. u. a pr•lla1-
llll7 ftl"'e, of \loa Jolla-JoJO• aa&iaa, aaol •• rl'llawaol brlafi7 \loa ol ... lopaaa\a 
wbioh han taaa plaoa ri\h \he CoaUa•W amc1Da. Ia aloo had r.a oppor.Uv 
\o l aolr: eYer oaa~aall7 \he Allleoa Jab. 

!loa peo\ar parl of our \laa waa wp•t oa tha o\ll47 aac! aaal7alo at 
\ha Jolla-lope Jail>. 0.. of \he ho a.-plea hacl beetl d111naablacl lllcl wpraad 
oa\ tor t.a.,..u .. , perai\\111& uo \o \aQ nipta aad maaauraaaah of Yarina 
aoepeaaa\ pat\a, M4 craaU7 facU1\aU11C ou '""~ ot tha p roMllh prao .. uo 
et .-tao""" tt n nra \o uac!orlolat \he procll&c\ioA of \bit IDClat la \bit _,.,.. 

a. la~~&ar •• t\u41K \loa lollo-BoJO• Job \he leu •• llil:acl U •• 
a ...rae\ur111C propeaU1aa for ... arlcu producUoa . l\ lo our op1a1oa \hat 
U wtoalol \tllat a 1-.•r U a a \o ••' la\o proc!ucUoa oD \he llolla-loJO• aaciM 
\baa .. aa .... n_ claetcaed aac1aa. • • far••" 41tflCI&lU•• 1a c•Ul~~& * 
..U.roi&M1~~& &a\alh of ooaa\racUoa, \oolliiC, clrariaco, wpaoltloaUoaa, ate. , 
a\o., oarrela\lac \ha ri\h 0 . s. a\aada rcla aad pracUon, clnalop111C u­
t&J7 MI&I"Ciea et ....,UrN u\arlalt aad accaoooriaa, all of whi ch wulcl M 
craa\17 ai\lca\ed aaol taoUUa\acl 1f aa aQglae of .lllarlcaa 4 .. 1p were \a 'Ill 
lll'llt\l ... , ... 
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.. ,... cr•U7 1a\rtpat 117 u.. ·-• 11•• •• at \ke 4a\'Olap­
••" \o ••'- • ~. O.a\la•'-1 ..p... froa \lie la.,..u .. ot u.. \oa\ 
-r••· \lie euaaau .. ot u.. .-pla d~~Ch qlla4er AIM ph\oa, _. panl­
nlarlT ,.,._ \ke r.,.r\a ChM u • \M flrlp\ JhU •IIClMera ot \hlr 
o...Uaa oa \ke pnltaluW7 '"•lo,...., ot ~~ aactaa, .. 'Mllne U \o 'M a 
po4 baah oa wbhll \o praoaat \o ualp _. ~14 a \-el\'a GJlla4ar oapaa 
\o aM\ wlla\ .. -.4aro\aa4 \ke raqlliraaoah ot \lie al1l\aW7 n\MnU••.., .... 

•• .. " .. n ... \lie\ ftOla a , .. 1\'a GJlta4or taYar\ft f Vp& eapaa 
h Mtr 'MliiC loU ft\ 117 \ke CaaU-\el _,..,_,.., ... h aJI)IeOW \o 'M 
AloaH\ft tar \eo\ wl\lala a ala&.. ot oa .... aoaU.o' u.o. 

•• toal \loa\ U \lie orp•n•- oa4 ba ......... ot u. Wfttll\ HaU 
oac1-ro .. ra aa\halr AIM IIJIIII&\ba\lcall7 -ftl.•W n~ \lie tooUlUaa 
•• r•_,...• af ..,. araahaUoa, u.a \lao """""' \a udp _. loaU4, ..,, 
fftP \aa\ ..,.la oaclM• loa ... 1IPOII ~~ Coa\1-lal alacla GJllMu u\o -.14 

- · ollor ...... 

II&MlMW7 epoaitlc:a\loao, pi'I ... Uoa o\1&41aa oa4 \ool help -.14 
prao ... a'-1 •-•17 wUh \loa aacl•• 4aolp oa4 porollll \ o u . fth • .,.., 
at \be prl)llro\loa tor fl'IM\1 \7 pre ... \loa h Ju\ u 'blc a Ja'b ao \M '"lea 
of \M aaclaa lholf. l~~p~rlaa\ oa4 teac-\1aa .. olliaa \oal ro.,..S-h ollo'lll4 
'M apeolflM ... ol'4ara4 •• ••• aa pral1alaoW7 40olp taohleaa Iooft baoa .... 
... \loa latuaa\laa h a\'ollo'bla. S\wlha ot aalarlal Nqlli.._\a ... ••roo• 
illlftld 'M ..,.... "-"la\ol7 wl \II a 4eoh1oa \o co ollea4. 

It \lala 86an.klac ahnl4 'M aoolpM \ o Chqolar CorparaUaa, U 
h oo&r oplal .. \M\ ~. loo\oW7 lor pralbaoliiC \haoa •IIC1Ma ollft14 'M 1-'-' 
1a \M Da\raU - · OV ron vta\110 wn14 'ba \lld \lla la1Ual \ooll!IC 
llllft14 'M M \M loaala of 3JO -c1aao par .. a\h 10 a • •• ahU\ 40 M'llr •Mil: 
aporaUaa. .U\or \ralaliiC \lie flro\ ahll\, t\lr\hll' o.,..ol \7 onld 'ba o'b\a1aa4 
• aMI.\laaal allll\a. •• -llur \ho \op pra.,..Uoa •• \hh pracr• ot thla 
pra ... uw _., ~· loa 1100 -eta•• par -\h. 

11111• Uoo ,.,....,.u .. of - par\a t or \hlo procr- oo-..14 'ba lloa41 M 
la mau,.. Cllu7alar plaa\a, .. 'ballne • ... llv.ll41ac ot appraldaa\ol7 
1100,000 I'IUN foa\ ~4 lie ....,Ura4 for proftc\laa poU"J>Oaao, wl\h aeoao~ 
\ea\lac f10lll\lao 1a a44l\1 ... 

AI wa Jo.\'0 pra\'1.,..17 a ta\ad., \ha 4anlop .. Dt ud pNibao\loa ot olr­
pl ... aac1aae h .. , ..,. ollaooa thl4, ... .....til ao\ 'ba cou14ai'M • u ...,, 
tar ,....,. ,.... •• , .ur pre ... \ otr.-a\aaoaa. • .... ,., •• tlll17 reoopha \M 
cranv at \loa .u .. u ........ are prl)lln4 .. co rarwor• wl\h • JIJ'IICl'M 

wlllolltUa u.e .... .t \M atllt~ o•Uior1Uao, aa4 orhlah •• 1a ov ~' 
IMl .. - u4ar\aD wl\h a raaaaao-la axpao1aao1 or oa~lljl \hro'aCil \a • 
-.oaulal -lul•. I Jo.w .. a..auau .. 1a plMcl!IC \o oar .,....,.., \ll.lwP 
1n u.. 11711, •••••••U• ... 41llc&a\ atfor\ of ov .. ura oraaieaUoa. 

- a -
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a.. .. eft..,..,.. .. We ,,..,1• ,._a ,.Ulo\te n\laar -.a 
...... w ..,1., _.II&.,.- ..... ..._ .. ••-. ••· u ~. ,..u .. -
.,_., wta • ....... la .. -Nlal -'•"• &IICl• neu - tlt.b _ ... a-er la ,.. ....... Wftl& lll• M ...tl -haa .. \lae '-11M\ e6 JWU ...,..u. ... , .... .,._, -.!& ...a.ta~ot .. lea& at n-tt .. -. _..... 
\all:lal, ..a u.a• "'- u o•••"- .. - • ..._u_ ...t& • .. , ••' • .. 
Male af - •n .r upe•• fM far .. _,anhl• .. -.!& cl.,. n. 

II \Ioera -• \e J'ft .. M - M&h la \loa fanpt._ fu fVtllar 
, ... 1~\, "wtll M ••• llleifPJ \e _, wttta Jft or..,_ J'ft.., &aal ... M 
fer tut~aer "-•-· 

- 3 -

'e~? \Nl7 ,....., 

~~ 

L I . Dllw (• .. •&) 

I. I. I&LII ........ 
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•• wwa .., .. ~ 1a\11cU& -, \lie •-• ch• .. ot \lie -~..­
••'- \e UM oa ~~ C.a\l-\al aaclaa. ,._ \U 1 ... peo\l .. ot \lie \ee\ 
~m, \lie ...-.. u .. ot ~ U~Wph alacla CQ'llader aa4 phwa, ..t parll• 
nl•l'\7 hea lila reper\a cl.,.. .. "¥ ~ 'h'lp\ ftaU eaclMan ot lllelr 
ataUM oa ~ pnl111lu17 dnelopoaa\ ot Wa •IICl••· " Mllne U \e M a 
caot llaah Oil wbloh M proMM M 4aalp u4 bll114 a \ftlft C17Ua4ar -elM 
\o aM\ wu\ " llll4ara\ea4 ~ raqlli,....,.\e ot \lie aUUa17 n~rtUaa .., 

"· 
•• "" d'f1aa4 ~\ .- a '"h• qUater ta•n\H Y ypa eac1aa 

h •• M1 .. l alt .. , -, ~ c.au-\al -..t-ra, ut h upaoW \a ._ 
•al\\H far \aa\ wlWa a Ill~ of ..... aoalllo' \laa. 

lla IMl lila\ 1t \lie ~1'1- aM llaolrcro'U4 of \lie tl'lctl\ flalt 
•IICl-n "" aa\halr aa4 ~~•Ucall7 -rtlaa\M wl~ ~ talllUUaa 
aat ra-..oea at.,... upahalloa, lluo \laa raqalPM. \a 4aalp aa4 'lllllU., ur. 
t.ar \aa\ .... h aaclM• MaM upoa ~~ Coa\l-\al alacla Cl)'liMOI' U\a -.lt ............ 

llaelaiMI'J apacU1caU oaa, pro.-ouea a\u41aa aa4 \aol daalp -.14 
pn-4. a"-1\aa-alJ wl\b ~. aaci•• 4aa1ca aa4 parallel \ o u . !lola ,.,.., 
ot ~· prapanU• tar qua\1\J pro.-o\loa h Ju\ • • 1111 a Job aa \lie taal,p 
at ~ eaclM u .. u . lapar\aa\ aa4 h..-\1aa .. ohlaa \aal raqll1nuah llhnl4 
loa apaolt1at aa4 ordan4. •• aooa aa pnllalu17 4aalp 4aoh1aaa haft be• ..U 
aa4 lila lato ... uea h nallabla. Sl'Q41" of u\anal nqal..-h aa4 •-• 
alwloal4 1ta H.- ~a\alJ wllll a 4aoh1oa \o co aMa4. 

It \lila .UI'\alclaC abolll4 'lla aaalpat \o Cb17al ... CorponUoa , U 
h ov op11l1M \lie\ lila tac\oJ7 tor pro4Ml .. ~·• •llcl•• allftl4 'Ita 1 ... w 
1a tM llahaU ana. OV 111 4a\lea ~t Ita lila\ \U 1a1Ual \oollac 
Uaoal4 'Ita ea ~ ~~ ot 3)0 ...,U.a par aoa~ oa a ., .. ablt\ 40 llol&r waalt 
opara\laa. .U\ar \Palai .. ~ tlra\ ahlt\, tu\har Gaplllci \J -'.4 'lla o'll\al.llM 
'117 MUUaMl aiUJ'h. Ia -uur \M \op pn-\loa oa \hla procr- ot \bh 
pra-Uw •U ~4 M 1100 .-.1M• par -\b. 

lldla \lie .,......u .. ot - pa r\a t or \bh procr- oo1ll4 ba baa4lat 
1a Nia\1 .. CU,OalaP plu\a, ,.. 'llaU-.. a - ba.1141ac ot ~ro:daa\alJ 
1100,000 ,...,.,. tM\ ~4 be nqalra4 t or pi'CHbacUoa ,...,. .. ,, wl\b .... ,...., 

'""-- t .. UU1M 1a a441Uoa . 

.\a " lilaft prmo.ulr a\o\M., \he 4nalopoaat ao4 pro4'11c\1oa ot ali"­
'PlaM eacl•• h •' ~ ohaaaa thl40 aa4 ~4 110\ 'lla ooaa14ara4 '117 .. -.p\ 
tar ,..., .,.._,, u4n pnoaa\ alrc.aa'-"· ........ , •• Ml7 noopha ~ 
cran\J ot ~ a1 ... Uoa, aa4 •• an prapna4 \e CO to ... a11'4 wl\11 a pncna 
will ell t1 \a \lila aaM ot \be 11111 \aJ7 all\bort \lea, aa4 wbloh •• 1a ov ,........, 
taal " - •.S.n.U wl\11 • raaMu'llla arpao\aiiOJ ot oa1'1'71-c \bro,.P \a • -•••aM ~uloa. 1 Mft ao llaaHa\loa la plMci .. \o ..., ..,..,.., \luwP 
1ft ~ 1ara1, .. u.ulaaUo aa4 Ul~aat atfor\ ot ov • Un orpalae\lM. 
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a- " - aw;ra ts .. UI&J ,,.., •• ,_ a ,.uto\&e Ntloar .._ • 
II Flle1 .... , ..& .... - .-a t.U\e 3d \a .... ,, lf ~t .. ---W 
•'-' w&• • ....., &a .. NU1 m•U• -.t.M ftelt - tll&e -
... ., h ......... .-it lUol .. dftll -..lftd .... t.ll .. , ., ,.., 
...... "- .. , ...... _,.-it at•taa tM le .. of t1en:n1 .... ....,.. 
~ ................. u. .................. t .......... .. 
lldeh of - •r• at apzn' IN ler \M -.dftt.•l• " walt -'" U. 

II .... •- Ita 1ft \a lie - logglJ le \lui lenple& In _._ 
.............. Jlll .. -·· .... ., • _, .... , ... u ..,.. 1ft.., ......... 
tar ,.,.._ •-al-. 
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Arthur 
Purvis: 

H.!LJ r: 

P: 

H.!LJr : 

P: 

H. !·!. J r: 

P: 

P: 

H. M.Jr: 

P: 

Hay 27, 19l!o 
5: 00 p . ., . 

Good afternoon, air. How are you? 

Oh, I' m all r ight, Arthur. How ara you? 

Very well, t hank you. Very well. 

Look ..•.•• 

I was rather looking forward t o haVing a 
talk when we oan both get a f ew minutes to 
do it . I think you oust have been up to -­
up t o your eyes. 

I have been. Nov, I sent word abroad t hat 
they shoul d make up their minds about 'DOVder 
see? • ' 

Yes. 

And you may hear anything any day. 

Well , now, we have authority t o aot there, 
you know. 

You havel 

371. 

And what we're doing, t o be perfectly trank 
with you, we had this situation and we are 
proceeding, I mean , we•ve had men sitting in 
Canada and 1n DuPont and in Wilmington with t he 
DuPont people with lawyers by t heir side trying 
t o cor:rolete contracts. But what we have said 
1s, 1t.it t akes two or three daye t o get the 
final torm ot contract out on what is r ather 
a compli cated mat ter, proceed by letters ot 
intention author1~1ng t he contractor t o go 
tull soeed ahead, and that has been done. 
They _: t or instanoe, t ake DuPont . The minute 
our broad authority came in, I O!"l'anged w1 th 
DuPont , went down there myself, aa you know, 
about t en llaye ago , and I found t hat t he Memph11 
site had to have i t a water tested, and t herefore 
we aut horized t he expenditure ot the necessary 
money a t our expense to do that because t hat 
was t he t hing t hat wae holding t hem. Nov we 
are proceeding along t he l ine t hat not hing 
will bold ue at any point while the contract 
1B being completed. 
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H. M.Jr: 

P: 

H.l~.Jr: 

P: 

f 

!Ll~ .Jr: 

P: 

g,!!.Jr: 

P: 

P: 

H.M. J r: 

P: 

• 

l 372 
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Ah, well, that other thing, dld you know 
that the Minister of Transportation of Canada 
is in New York? 

He 18 i n my oftioe at this t1me. 

Well, now, well, then this idea ot hie t rying 
t o go and buy 3, 000 trainer engines and all 
that, i f he ' s going to do anything along those 
lines I w1ah he'd -- you ' d talk to me about 
it because we're in t he midst or our own 
prograll now and we want the Whole thing 
dovetailed. 

Oh, yea. Frankly, that is just an abaurdlty. 
The situation that has arisen is a very 
dl~arent one from that. !hey need some 
engines, it they can get t hem because the 
supply of trainers tor the a1r program 
aoheme has been - - trom Engl and -- has been 
out ott unexpectedly tor a couple of mont hs. 
But that has been something that I was 
using -- that we were using this morning -­
t hat l 1st you were good enough to give us ot 
private owners w1th the idea that out of tha t 
might come something that could be used. 

Vall, now look, Arthur, so you and I will 
understand eaoh other. 

Yes. 

Anything now on a l , 000 horee or under •• •••• 

Yea • 

• • • . • • • t hat anybody' a going to place , I want 
you t o talk with me f irst . 

Oh, absolutely. 

Because we want t o keep CUrtiss Wri ght and 
Pratt Whitney. going on the big engi nes. 

I t ully understand. 

.And we don • t want CUrt1Ba Wri ght or Pratt 
Vhl tney to take any mor e aaall-engi ne buaineaa. 
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:P: 
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P. .!~ .Jr: 

P: 
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H.M.Jr: 

P: 
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I know that and, frankly, we weren't -- they 
weren ' t th1nk1ng eo muoh 1n terns of enginea, 
what t hey were t hinking in was in terms of 
planes Which they could get i mmediately wh1oh 
could be util1 ~ed •••..• 

Oh. Well , I had the story they were in the 
market tor J,OOO Curtiss Wright engines . 

It ' s Just poppycock. 

o. x. 
(Laughs) But I will nred1ot this , before 
M.r . Howe leaves, I will cover th1s ground 
w1 th h1m tully, but you oan take it from 
me 1t 1 s poppycock. 

Yeah. Now you may like to know that the 
British Government baR lloenaed me on Rolls 
Royce. 

Good. 

I've go t the license . 

Good. 

And we•re going along nicely on that. 

Oood. 

And I wish also when you get ready to talk 
about the Bristol eng1ne and the French are 
talking about the Gnome Rhone engine, t hat 
you t alk wit h us on t hat. 

Yea. I haven' t yet been in t ouch with 
What hannened at the talk which you had wit h 
him' (hadn't .. .... 

I told hi m to wait • •.••• 

Yes. 

373 

•• • ••• that we didn't want t hem to do anything 
t or t he moment, until we knew more ourselves. 
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Yes, I see . 

And we •ve asked hi~ to wait . 

Yes , all right . Tha t fits in pretty wel l 
because our people a r e r a ther changi ng t heir 
view on t hinge . They• re gotng at t h i s in a 
much broader way now. 

Yeah. 

I 've go t a cable fro~ t he ot her side which 
I'd like very much t o shou you and to - ­
because 1t 1 s a re-or i entation over t here ~~ich 
I think is ver y satisfact ory insofar as approach 
is concer ned. 

tlell , i n this cable which I ' ll show you, I 
asked Ambassador Kennedy -- I said, tor God 
sake, get somebody tha t Arthur Purvis can 
talk to and ge t ane>ters direct. And I sent 
t hat Friday. 

•:lell, fine. It ' s very essential in t he 
Bri t 1Sh end. 

Yes. 

You see, J:onnet can • t do i t all. l!onnet i s 
grand for the coor dination end but he ' s -- ah 
I h8 ve put over a scheme of reorgan1~ation 
on t tat o ther end. 

C-ood. 

And J.:onnet says he th inks he can push 1t 
through now. 

Well .. . .. . 

\~ell, t hi s cable will probably help i t . 

\fell, Just -- on the engines par t icularly 
it you people do anything r·rom now on, please 
talk t o me firs t . 

I'll tell Hr. Howe how much i nportance you 
attach t o it. 
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Yea, until -- until we get -- until we see 
daylight, I mean, otherwise we're going t o get 
all messed up. 

Henry, there ' s one thing there -- in t he case 
or the , ot the -- their trainer d1tt1oul t y, 
it•s a case ~robably ot a tew hundred planes 
Which may not be'the ideal t hing, but which 
might come out ot that 01v11 Aviation list 
or private owners, it that tits in With your 
idea •• •..• 

Oh, trAt 's -- any existing plane -- it's t he 
new orders • • •.•• 

It 1s. 

nev orders. 

Yes. Well, nev orders I think t hey would 
vent to do in Canada probabl y. Yes . 

Well that•s, I mean, it t hey had any large 
order in mind it t hey ' d work through you it 
would be -- beoause we're just in the midst 
or our own thing. 

And you want to eynohroni z:e it vi th yours. 

We vent to synchroni r.e yours in w1 th ours. 

Naturally, yes. 

See? 

Well, nov you can be sure that that 3,000 
engines from Curtiss Wright is not an -­
it's Just poppycock. 

0 . X. All right. 

Fine . Well, when could I see you? 

Any t1me you want to, it you give me a little 
notice . Thursday'& a bad day. If you're 
going t o do i t you'd better do 1t \fednesday. 

All right . May I plan t o be there Wednesday, 
then. 

375 
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llhat • a t hat? 

Any time t hat suits you? 

Yeah, I'll tell you now-- let's see - ­
supposing we say 11:00 o•olook. 

11:00 a . m. Wednesday. Splendid! 

Yes . 

I'll have something i nteresting tor yo~, 
I t h i nk. 

~e•ll make that Purvle day. 

(Laughs) All right, t hank you . 

All right. 

37u 

Is there any -- ah -- chance or t hat e~uipment 
-- t hat thing that Harehall wee going to see. 

I go t word -- I talked to :.lareball yeet:er day, 
I sot word trom him again today, he hopes to 
have an answer ror me tomorrow morning. 

Oh, good. Well, then it you would -- I shall 
hear !rom you i ! you want me t here be!~re 
Wednesday. 

I talked on Saturdey, Sunda,y and today and 
~!arshall haS prooieed ne an answer to.._orrow 
ooming. 

Good tor you. ~hank you ever eo much . 

0 . K. 

Right . Good-bye. 

Good-bye . 
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