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TREASURY DEPARTMENT 
248 

INTER-OFI'ICE COMMU NICATION 

DATa Ka7 29, 1940 

TO 8eoret;i:r rgentbau 

Mr. Ha · 

Railre reight movement f or export. 
"''"' 
Subject: 

Receipt• of freight for export at New York increased fer 
the eeoond week in eucceeeion during the veak ended Ma:r 25 to 
a level not exceeded since the laet veek i n December. I nclud­
ing a moderate increase a t 9 other North Atlantic ports, the 
total i noreaee vas S72 cars. ( Bee Chart land table attached.) 

The • olwae of frei ht ex orted from !lev Yor k duri ng the 
week en e ay increase y care ae compared Vitb the 
preceding week to a total not attained since Karch. (Bee 
Chart 2.) Beoauee so large a proportion of t he total receipts 
was exported, the lighterage freight in etorage and on band 
ror unloading in Nev York harbor increased b;r onl;r 270 care. 
(See Chart J.) 
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RIOEIPTS OP FREIGRf FOR EXPORT AT WEW YORI 
AND AT 9 OfHER NORTH ATLANTIC PORTS 

Weelt ended 9 other North 
1939-~0 Hew Yorlt !/ Atlant1o porte gj Total 

(------------ In oarloade -----------) 
Deoeaber 2 3.~35 
Deoeaber 9 4·922 1,g~s 5.~zo 
Deoeaber 16 ,088 l, 5S 
Deoeaber 23 ~.~ 1,602 t:~gg 
Deoeaber 30 3,856 1,1~ ~.9 0 

Januar7 6 4,000 1,251 5,251 
Januar7 13 4,~6 1,433 5.4t9 
Januar7 20 4, 0 1,557 g,61l 
Januar7 27 4,389 1,825 ,21 

Februar, 3 4,274 1 ,498 g•772 
Februar, 10 4,61~ 1,g90 ,207 
Februar, 1~ 4·97 1,6~7 g,6ll 
Februar7 2 .550 1, 7 ,217 

Maroh 2 t ·577 2,~8 6,965 
Maroh 9 ,059 2, 8 6,507 
Maroh 16 4,072 1,5~5 g·~l7 
Maroh 23 4,424 2,033 • ~7 
Maroh 30 • 11-,150 1,~92 5,6 2 

April 6 3,979 l,5gl 5.530 
April 13 4·957 1,8 6 5,823 
April 20 4' 14~ 1,5~ 5,690 
April 27 .3 1,2 5.594 

Mq 4 11-,255 1,g22 5.IJ7 
Mq ll l:I~3 l, 19 5. 12 
KAJ 18 1,;8~ t:l~ KAJ 25 4,7;4 1 ,82 

!/ Souroe: General Managers ' Aeeoo1at 1on ot New Yorlt, Da117 
Report ot Operating Oond1t1one 1n Hew Yorlt Harbor. 

V Souroe: Aeeoo1at1on.ot Amer1oan Ra1lroade, Car SerY!oe 
D1v1e1on, Report of carload Pre1ght tor Export 
and Ooaetal Veeee1 Movement . Inoludee Seareport, 
Portland, Boeton, Pr ov1denoe, Ph11&delph1a, 
Cheater , V1la1ngton, Del., Ba1t1aore , and Hort ollt 
(or Baapton Road a ) . 
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HSU 

Stcretary of StatE, 

Washington. 

1432, :!e.y 29. 

PU.IH 

London 

Dated May 29 1 1940 

Rto 1 d 1 :32 P• m. 

<'OR TREA!: :,:y FRCI.I BtmERWORTP.. 

,., .... 
&.. .JV 

:!. . In tht coursE of a spttoh in tt." 3ousE or CoJ:D'ilona 

this afternoon in eonnEot i on with thE lEgislation lmplt­

tnmting otrtain of Si:non ' s budget proposals Sir Kir.e;s lEy 

1'/ood thE new Chane Ellol' of the Exoh£QUEr made r.b..•tt 

ato.tmcnts \'lorthy of note. 

(o.) That 100 pcrornt cxotaa profits tax would bE 

applied aa or April 1 to all trades and businessEs; 

(b) That ht was oor.aidtring what would bt thF: 

beat date for a new nat ional loan and in this eonn~c-

tion he EOphns!ztd that the new all-embracing powErs of 

the British Govcr~cnt ovtr all persons and property 

WO\tld not Endang Er tllt individuals "Llonty i n any bank" ; and 

(c) That war expEnditure would greatl y exceEd 

Simo111 s estir.mtEs but o~uld not bE rE- tstimattd now. 

As regards stattmcnt (a) I do not bEliEVE i t should 

bt to.ktn literally btcaua£ I happEn to lmon in connection 

with 
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han - 2 - llo. 14<12, lloy 29, trao London 

Vlith tin t hat in order to be in a poeition to aobievc 

f \\ll p:.•nl.uction concessions o.rc conttmplattd toldng into 

coaeidtl'ation that mi ning ore is consuming an asset. 

2 . Althouah the British Treasury has now blocked 

DEl(,ian o.saeta it plans to regard the Belgian r.linhttrs 

now i n Paris as the lcgally constitutEd Government and to 

proct td on a baaia similar to that bting worked out with 

Holland. I gn~htrtd that noot of thE nEgotiations with 

tho: r Elginns > v c b.:cn and art conductEd in Paris by the 

Pr t . . . h just as JUos t of the Dutch nEgoti c.~ · ons arc being 

c onductEd here by tht British. Th E British Treasury 

statts that a gr tcmcnt ha3 beEn reachEd in principl o on 

nost of the main points 1:1 ore.cr to cxtt'ld th:·· !:1mOl1-

Rtynaud arrangcnmt to th£ Dut:h end tbi:s was conti-..:-ttd 

by B~ytn whom I happEned t o SEC ut lunch i n tht Cit7o 

BtyEn has bEen "lent• by Uniltvcrs to thE Dutch Govern-
- -

l:ltn•; o.nd assumES tht titlE of "tinanoio.l adviser" • 

3 . In the City and i n the Trcas.ury ftElinss ce 

centErEd on the B. E. F. and ni nds art omtcrcd on what 

thereafter is to cacc. 

KENUEDY 

CSB 
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ROO 

Secretary of Stat e, 

71a~h1ngton , 

46 , May 29, 5 p , m, 

GRAY 

111lan 

Dated !lay 29, 1940 

REO 1d 1 : 29 p, m, 

Today 1s •>rket 1ndex 226, 7, Volume 108, 425 

pr!r ' 1rregU::.. r bu• gtn£rally flrncr 1n a c tive markrt 

wh1t L rrport rdly alsorb£d all offers w~ • ~.out difficulty~ 

SHOLES 

CSB 

Regraded Uclassified
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StorEtary of Statt 

Washington 

>-

114, ~y 29th. fiVE t hirty , 

PLAIN 

ar'rAWA 

13004 

DatEd May 29, 1940 

Rto 'd 1 :26 a , m, 30th 

Following t xct:rpt f r om otf1o1al stat£mmt of 

~ay 28th by H1n1s tEr of F1nsno t rElativE t o thE 

forE1~"'1 Excha nge: acqu1s 1t 1on ordEr: · ~~~:r:~ts 

of Cao1da who art not Briti sh subjEOt3 ~~~1 not bE 

obllg td t o sEll thEir forEign curr mcy to a Canadian 

B~nk until Jun t 30th. 11 

SIMMONS 

ALC 

,...~ . 
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f o 71leo 

JlUjl ~ 29 . 1%0, 

sti!JtCT: Inter~~atioaal l!!t~ocr&Phio 

i'l'oo x.. li'. Knob Bureau, Uonto Corlo 

RoiU' J.daliral Luar R. Le~, tbo J.coricNl director of 

~bo abon Bw·o..,, oollod to~ wl th roforenco to J.4alrol !!orca r 

lot tor of ll&rcb 26 aDd our ropl:r of u.., 15 • 

.t.4&Ural ~ o~tod tb&t bo bod boon ro:orrod to a ~ 

tho S~to Dopor~nt llhlch bo cl.oiMcl. bod oci.Yioocl. bU. tbot in r eopoJ>ao 

to our ~ully oo.o woelao ao:o Ao to tho State Doport......, o at Utucl.o 

torrarda tho :llunau'o requaot for Wonation on O&nlllrldllc of cold, 

lt bod approvocl tho contomplated tro.no.actioa. 1 oxplaioad to tbo 

.l.clio1ral thlt.t we had token thio m t tor up with tbe Stato llof&l'tliiiOnt 

in &Ooord&nco with custo•ey praetico, tbl'ollch tho 'rraaouey Dopert­

IOODtl t!>nt tho !reaouey Doport:u:>t had notifi ocl. uo tbot 11' &al'::l<ll'll:i ac 

in a ouo lib tho preoont wu contraey to our poliq, A ne£8tin 

rop~ bir uo WAI in ol'<ler ao for AI tho St a to llopo.rt=-nt wu coo~ernocl. 

I tll.rthor ••nUoDed t o tho .t.clllirol that upoo rocoipt of thia info~ 

Uon throucb tho St ate Doportooot, wo had propo.rod our :<>A' bo>t had 

oont it off o~ After cl&&riDC it with llr. Oochr&n At the Troaaury 

wbo had iafor110d uo tl:At he bod ooon tho Soorotaey of tbo froAiury 

i o ooDDeotion tborewitb • 

.t.cl:linl I.e~ otatod tbot tho cole!. wu bold bir llo7do l!&ak, 

X.td. , X.on4.on , AI truateoo. 1 o~otod tbot ratbor t hAD Jl'll'OU 

tbio • ttor of o....n:iac tho colt in ov Yaulto, it wonl4 bo 

adn.a&blo for IIW , in rl• of tho w-p nq of tho oituation, to \oJoo 
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- a-

tJ>e n-••&1'7 atepe to lla~ tu colA ohln-4 11r ~te :llaak. Ltt. • 

to 1 te lew 'f orlo: oorreoponteat for 11&1.1 ure llpoll anlftl. 

.U.lral ~ 1Acl1ca\o4 tut he hluelt waa 11ot oppoae4 

to a 41lllar aooO\lllt lutaat of a coU aoo01111t 1A In 'fork bu.t ta..t 

he wo\014 a.... to oolll'!1l.t hla two oo-.Urecton. 

II• 1A41cate4 tlla\ a.. hat, before •••lAc •· calle4 011 hu 

ol4 tr11114, llr. ~14r1oh at tlla Cba.ae lat10Ml liNik. M4 ta..t a.. wu 

oow coillc to talk to the I• 'fork reprueataU~ ot ~te llt.lllc, Ltt. 

• 
• 

255 
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i -
!be S.cr.t&J7 ot tbe !reu11r7 

ror 7ao:r WonaUOA, l • onclotiiiC a 00117 ot a lot ter 
Yrlttaa. to4&7 to tho ro4aral Loaa. A4aWotrator wUb re•ct to 
tbe nao4 for taldQC • oopecial.l7 ooriou probloa ct acrtmltnro 
into cou14oraUoa ill tile 4nalopooa.t ot a precraa tor tile ao­
quio1Uon ct u -rcaq rooerYo ouppl7 ct illporh4 otrohctc 

aat:e.r1ala. 

It aq bo a.oh4 that tbo propooal u4o to llr, J onoo 
uUUooo pl4 ao tbo .. u- ot a:cbe•p .. rel7 ia. aa. ottcrt to 
balp aYo14 tho poooiblo aioilltorprotaUon of tho prccr• ao u 

Or41JIOJ7 a:tanoioa. ct cre41t to torotcn coomtrioo. !be ...., ... ~~ 
1&17 pU WO'<Il4 aot bo baD frca tho :lltcbaJico StuiliooUoa 
hll4 but wul4 bo obtoi.M4 throa&l> rOCQl.ar Lr. c. 'borrowiac•· 

11ncorol7o 

laoloeve 
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Mr. 
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l!r . 

J.!urphT 
'rickton =er DEPARTMENT 

INTER.OFFICE COMMUNICATION 

210 
COlii'ID&IItUL 

....,.. Mr. 

Subject: Sett June Financing 

SUIIIWIY 
(1) Pricee ot all claeeee ot Treaeur,r aeouritiee declined 

moderately Jeeterda:)' on the newe or the Belgian sur­
render, just about canoelli.ng the reoc•ery which 
occu.rred laat Saturday. The prieee or United Statee 
Go• ernment aecur1tiea are now about aidway between the 
all-tilae high a or l aet June and laat Septelllber '• lowe 
(Chart I). 

(2) The upset oonaequent upon recent eYenh abroad ba.e 
oaueed acute weakneee 1n all organized aarkete. Th1e 
11 1n 41etinct oontreat to what hanpened laet Septa,._ 
bar (Chart II ) . . 

(3) 

Deepite this eituation, the Treasury'• 1alaed1ate 
financing problem ie not ae eerioue ae it m1ght be. 
The teohnioal poeit1on or the GoYernment eecurity 
market ia etrong due , on the one hand, to the preeaure 
ot exoeee reeenee upon the banlte and or aount 1ng oaeb , 
balancee ot ineurence co~~pan1ee (Chart III); and on 
the other, to a net reduction in the Yolume or Go•ern­
aent eeouritiea a•ailable in the market. Under the 
oiroumstanoee it would be poee1ble to ra1ee new caeh 
at t hie time, ehould 1t appear desirable to do ao. 

The market appear• to expec t a note to be orrered in 
exchange ror t he June bonde. The w1de renge or day­
to-day tluotuatione 1n Go•ernment aeourity pri cee in 
recent Wl&ke, and the dee1rabi l ity or g1•1ng t he long. 
term market a reet , aoreoYer , would oouneel the orter-
1ng ot such an ieeue . 

It 11 reoo11111ended tbat the June r1nanc1ng be oont1ned 
to the ottering ot a note. A note 1n t he 3 to 5 year 
range 11 auggeeted. Probable yiel d ba .. a or the 
spec1t1o 1seuee propoeed are ehown 1n Chert IV. 
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seoretarr Morgenthau - 2 

I. The Government Security Market 

~7 .... 

llewe of the Belgian eurrandar waa f ollowed yeaterday by aoderet e deol1nea in tha pr1oaa of all olaaseo of Treaeury ooouri tiea. Pr1oea of Treaaurr bondo a t yeaterday'a oloee were about the oame aa laet Friday, however, due to the intervening recovery. The average yield of l ong-tara Treaaury bonda waa 2 .~9 peroent at yeaterda7 ' • oloaa. Tbla yield, the aaae aa on i"riday, Kay 2~, 1a the h1gheat elnce laat lloveabar 1~. 
The deolinea of recent weeki have brought the pr1oee of United Statee Government aeour1t1ea, except the longer notea, to a point alightly below the halfWay mark between the all-t1ae higho of laat June and l aat Septomber'o lowe (Chart I) . 
With t he exception of l - 3 year Traaeury notea, whioh re­gained the level of June 5, 1939 early in January, and which hAve ainoe declined alaoat without interruption, all olaaaea ot Treaoury aaouritiea continued an upward trend froa their 

Septe:~ber lowe thrOugh April 3, Juat before the &oand1nartan 1D­va e1on by Garmany. lt th1a point 3 - 5 year notea were higher than they ware laot June, and Treaeury bond a were lees than a point below t he June peaka. 

81noe APril 3, Treaaurr bonda with onr 15 year• to oall hove auttered net pri oa deoreaeaa of aora than ~ points. Bonde with 5 - 15 yeara t o oall and 3 - 5 year noteo ban deol1ned leeo thAn the longer bonda, but in proportions approx1aatelr in line With noraal exPeot ati on . Moat of the prioe daolinea oo­ourred after the ext ena1on of wartare t o the Low Countr1ea and northern France. 

II. The Immediate Financing Probl .. 

!be June financing will have to be carried out, 1 t appeara, in t1nAnoial aarketa aharply up11t by t he abook of the recent turn of evente abroad. Thia upaet, it 11 noted, baa by no meano been a 11aited one but baa extended to all organ1~ed mnrkete. It baa atteotad gilt-edged aa wall aa aeoond-grada oeourit1ee, t1xed-interaat aa well aa equ1t7 ieeuea, and the ooaood1tiaa aarketa a a well aa the aeour1tiea sarketa (Chart II ). !hie ia in aharp oontrut to laat Septeaba.r when atoolu ana ooomod1t1ea roee while bonda fall . 

' 
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Seoret&rJ Morgentb&u - 3 

The Treaaury'e 1maed1ate f inancing problem 11 not aa 
eerioue ae it might be, hoveYer, 1n Yiev of th1a general un­
eettlemen~. beoauae the Government eeourity aarket ia nov -­
and bae been tor aoae montha -- in an exceed1ngl7 etrcng 
t echnioal poli t1on. 

~ ,...., 

' .... 

bn the one band ( the demand aida), f inancial inatitutiona 
require an increaeed Yoluae of invae t mente - - the banks baoauee 
or the preaeure of an ever-mounting volume of exoeea reeervee, 
and t he ineuranoe companies because of the riee in their caeh 
balance• (ahart III).• On the other hand (the euppl7 aide) , 
there h&a been ~ net reduction in the voluae of direct and 
guaranteed Government aeouritiee avail able in the market in re­
cent mcnthe -- the euppl7 actuall7 having declined by about 
$300 million• eince the beginning or the 7ear. 

Ae ~result of theea deYelopment a, financial inetitutiona 
have not liquidated any eign1f1oant volume ct their Government 
aecuri t 1ee duri ng market evinge in recent mcntha. Th1a action 
hae reduced to emall pr oportions the voluae ot Governaenta 
thrown into the market in perioda ot price veakneaa and baa 
enabled the Federal Raeerve hanks to retrain troa acqui ring any 
substantial voluaa ot Government aeour1t1ee during market orieea 
this ye~r. Tbie ia in eberp oontraa t to the experience of laat 
September when the Reeerve banke purchased a lar ge volume of 
Government aeour1tiee, and the Federal Reserve Bank or New York 
negotiated a gentlemen ' a agreement v1 th the New York City bank a 
to prevent attempts to liquidate portfolio poeitiona. 

I n view of thie technical. etrength it would probably be 
possi ble to ra1ee new oaeh at t hie time despite the unsettled 
condition ot the market . Whether auoh aot1on ie desirable 
will depend partly upon the development ot the eituat 1on abroad 
be tween now and the actual tinano1ng date, and partly upon the 
prospective volume and t1a1ng ot e~endituree -- considerat i on• 
w1ch are not ooYered 1n th1a memorandum. 

• The poeition or the 1nauranoe ooapan1ee vaa 41acuese4 at 
some length in our aemorandum of April 2), 19qo, entitled 
"Current Developaente in the H1gh-grade Securities Markete•, 
Seot1on III ot wh1oh dealt with t he eubJect ot "Lite Insur­
ance Co•pan1ee ae a Faotor in the Oovernaent Bond Market• . 

T 
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Secretary Korgenthau - 4 

The market appears at the preaent time to expeot that 
a note will be offered in exchange tor the June bonda and 
tor the new cash, it any, to be raised at the eame time. The 
wide range ot day-to-day tluotuationa in Government security 
prices experienced in recent weeke, moreover, would counsel 
the off ering ot such an 1ssue, it only because ite price 
movement during a day of bad newa would be leee likely to 
threaten the success ot the tinanoing. Aside trom this oon­
sidera tion ot safety, it may be urged alao that the long- term 
market should be given an opportunity to recuperate troa the 
severe Bhook to which it baa been eubJeoted during the put 
aonth. It it 1a g iven such an opportunity, the 1neuranoe 
ooopany caah balances previ ously referred to ought to oonati­
tute an ~ortant element ot etrength 1n the long end ot t ha 
urket. 

III . llho Holda the June Bonde 

lv 

It would be eaeier to determine what trpe or new ieeue 
would be moat attractive to the holdera ot the maturing bonde 
1f we lt.new how their ownerehip wae d1etributed. Our data 
with respect to such ownership -- whioh unfortunately are 
very fragmentary -- are summarized below. 

1. The original holdera. When the 3-3/S percent bonds 
were ori ginAlly issued 1D 192!, t hey were taken up in part 
( $252 millions) by cash subscribers, and in part ($107 mil­
lions ) by that minor traction ot the holders ot the Third 
Liberty Bonde -- then outstanding in the amount or $1- 1/4 bil­
l ions -- who did not desire t he altel'nativee ot a abort iuue 
or caah. These bonde were undoubtedly regarded as relatively 
long-term obligatione at that t11le, and a oonaiderable pro­
pol'tion or them, therefol'S , probably round their WB7 i nto the 
porttolioe ot long- term 1nveatore -- aa1nly ind1viduale. 
(Our atatietioa on iesuee held by ineuranoe oompanies, for 
exaople, indicate that only a em&ll proportion ot thie i ssue 
bee ever been held by such ooapaniee. ) 

2 . Holders 1n 1St9. The original i nvestors, by 
olaaeea at !east, proba y still had the 3-3/S percent bonde 
last year. This tollowa tro~ the data t hAt we do have on the 
distri bution ot the issue. These data , whioh are shown 1n 
the table below, are striking in the amall pl'oportion or the 
iasue l'epol'ted to be held by banlta. 
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Seoretarr Morcenthau - 5 

Dietribution ot 3-3/S' e ot 19~43 
(Figure• are tor Yar1oue datee in 1939) 

Holder 

Oouero1a1 ~· 
New Yo~7 bank1 
22 Large national banka outside ot 

New York 01t7 
Total 

Other 
-;7 Large l ite 1nauranoa coapaniee 

Federal ReeerYe Open Market Account 
200 Savinga banlta 
GoTernaent agenciee and truat tunde 

Total holding• accounted tor 

Total hold1nge not accounted tor 

TotaJ. aaoun t cute tanding 

AaoWit 

(lillll.iou ot 
dollare) 

6 

24 
ll 

5 
.....! 
100 

274 

Note: VIgUrea were euppi1e4 b7 the cceptro11er of the currenc1, 
the FederaJ. ReeerTe Board, and Poor'• Publ11h1ng 0o.paJ17 

3· Soldera ll t~ pruent t iu. The cnl7 certain 1ntol.'­
mat1on that we haTe on ~e changea in the hold1nga ot the aatUJ.'o 
ing bonda a1nce the beginning ot the 7ear, 11 that the Federal 
Reserve 8Jataa· ha• aold out the $11 millions held on December 31. 
We are ta1rl7 oartain, hcweTer, that insurance co~~pan1ee haY8 
net aoclllllllated &117 ot the bonde becauee tbe7 praotioall7 nenr 
bu7 ieeuea telling on a negat1Te 7ield bae1e. (These bonda 
ban aold o.n a negat1n 7ield baa1e continuoualJ a1nca Septe.­
bar 11, 1939.) It ahould be noted, too, that New Yo~ banka · 
ban bean •ddtng aubatant1all7 to their bold1nga ot Treu~UT 
bonda 1n recent weelta , and there 1a reaaon to belien that a 
cona1darable portion ot the 1noreaae baa cona1ated ot aaturing 
bonda. 
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IT. leleot1oa and Pr1o111fr ot a ... Iuue 

It 11 reooaaended \hat the Jlllle t1Jiano1ns be ooat1ol4 to 

the otter1ag ot a note . thie reooaaeo4at1oD would bold 1ne­
epeot1Te ot whether the t1nano1ng 11 oont1ned to an ezobange 

otter tor the aatur1ag 3-3/8 peroeDt boDde or whether D .. Ollh 
1a ra1eed &leo. 

It 11 .uggeeted that the new DOte be 1n the 3 to 5 7ear 
range, the ezaot aatur1 t7 depen41Dg UpOD the oon41t1oD ot the 

aartet vheD the t1nano1ag 4eo111on 11 aada, !here are DO ou~ 

etan41ag DOte aatur1t1ee ot 3-lA 7e&re, 11-1/2 7e&re and 

5 r eare, reepeot1Tel7• 011 the bae1e ot Tueeda7'e aar.tet, 1t 

vould appear that a l peroeat note oould be ottered euooentul17 

tor a 3-lA 7ear aatur1t7 aDd a l-l/8 peroeDt note tor a 11-l/2 

7ear or 5 7ear aatur1t7• 

The probable 71eld ba11e and prea1uae ot the proposed 11 .. 

notu are ebowa 1n the tollow1ag tabltl 

Probable Presluae oD ltw Jotee 

(Bated OD oloe1Dg b14a, Xa7 28) 

3-lA 7ear, l peroeDt, 
due 9->1H3 

11-l/2 7ear, 1-1/8 peroent 
chle 12- 15-44 

5 7ear~ 1-l/8 percent 
due b-15-45 

1 Probable 1 
1 71114 bae1e 1 Probable 
I (PeroeDt) l prea1ua 

26/32 

29/32 

27/32 

!be propoee4 D .. 11euee are 1D41oate4 1n red on Cbart IV, 

whiob &leo ebove the 71e1de ot all outetan41ag !J'e&aUl'J notee 
bated on Oloe1ng b14 pr1oee, Xa7 28, 
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~ ..... _.,~ 
JlnHd-..a.llepartauntofJt.tte. 

Wr'tlug;tuaa,JI..C. 

llq 27 , 1940 

Tbe Honorable 
The Secretary or the 'l're&a\117 
lfubJ.net.on, D. C. 

I .. tranalllittin& herewith, u or 
pOuible interest to 70U, a COJ>7 or & st.ate­
unt dated llq 25, 1940, cont.eining in­
romation with regard to a quant1t7 or ex­
plosives round in t.be plant o! t.be Dodp 
Aut<DObUe CC>IIIp8cy at Detroit, llicbigan, 
on llq 23, 1940. 

Sincere]¥ roure, 

J
, ia... .~ 

obn Edgar Hoover 
Director 

: 
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lldln'alllanaa of~ 
1lnttdl ~ 1\qsoutuunt of Jlllltta 

Jlaltfngtan, L C. 

Jlq %7, 1940 

Tllau-.i>le 
1'lle 'JMI"""'arT of \M ~ 
·~.o.c. 

lCr 4-.r llr. ~ 

I a \rUia!.\U..., b.wi\11, u of 
poeal.bh interN\ \o .,.., a oopr of a ot.at.e­
_,t c!aLed Jlq 2,, 1940, ~~ i.D­
r-u .. 111\11 raprct t.a a q.aan\i\7 or o­
ploal.Y .. toi&DCI 1D the )\l.allt o1 tba Dod,. 
Ao>t.c.abila Colip11117 at llet.J'Oit, llio~an, 
.. -23, 1940. 

~a. 
... ' t 
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TREASURY DEPARTMENT 

DATt II.AY ' a 194t 

TO Seoret&J7 llorputhml 

1'100" llr. Fole;r 

c...l.ee14nar FraDlc dal1nred on 4pril 8, 1940, an address entitled 

• II> TiM ot War I'Mpare For Peace• before tile A:rrq Ihduatri.al Collep 1D 

'fashiDCtOD. .l a.-r;r o! tbe aalient po1Dt.a 1D tbe address 1a attached. 

28S 

.lt one point 1D b:l..e speech c-i .. iooer FraDlc Mida • l"l.mnc:i.Dg ...,.._ ( I 
reat &rMIIIlDt uperxliture 1a eaaeut~ a t1acal probl.... I 1lill DOt., 

t !,.,re!ore, attapt a detailed di.acwsaioo o! it. Enn 11' I wre 'lll&l11'1ed, 

U would be 1011ewbat prea'-JituGu !or • to do eo.• lboreUjl<lll ec-l.aaiooer 

Franlc proceeded to a detailed d1acwsa1on. 

4tteci1Mnt 
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SUI£.!ARI OF Ali!JlESS BI CG1!I.SSIOK<R m..HK , APRIL 8 , 19/,Q 

~3.., I! I 

l o Tbe uth.ociJO of war finance &4opted ahoulcl be reqodrecl (l) to perton~ 
the job with the leut disturbance to o~ey .!inancUJ. lite, and (2) t o per-­
ton~ the j ob with a lll1n1aum of undestr.blo a!tei'-C!tecte. The scope of 'Rl' 

f inAnce c&n not be reatricte<l to the ephere of money or finance proper. Tbe 
baeic problem ill to .facilltete shi!ta in the ueee of resources to produce war 
suppliee instead o! c1'r111an goocle , J.ro' !ol'llllll4 of 1llU' finance must be cli.rect.­
ocl t011arcl reclucing the eonslllllption of the civ.Uion population below its peace­
time level in orcler tbet What is eaved in ci'r111an coneumption can be expend.ed 
in war effort, 

n . Until the etege o! full emp.lo1"10llt or reeourcee ie reached preference 
ar.ould be given to those 1!18thocle of war finance which induce a net increase in 
production and not merel;r a shift in product1.on. llllr1ns this period the coat 
ot &l'I!I&CIInt neecl not be mt ll)' MW taxea or torcecl loana but mainlJ' br bcl"r'OW'in£ 
trooa benke ancl n-co. the idle reserves of ind.iwiduala, Ol>c:e the level ot full 
prodUcthe capacity ia reached, bonver, araaent el'pencliture ehculd be .!1nancec1 
l4rgel;y thrcush ta.Da or througb loans placecl outeide the benld ng eystelo, 

ni. '!'here ie "" buic c11tticulty in curtaillni c1'r111an expenditure 011 

conswoption anc1 capital goocle to tinaneo eetl.Mtecl ana&l:lent expenditures. A88,.,._ 
ing we need to spend l S billion dollars a year m re on &l'lll&l:lellte tban we are 
spencline now (11hich is about the amount spent !or a full year in the World W.:.r 
inclucling loane to the Allies), ancl asouming a I2I&X1Jmlm national income in ....,_ 
t ime of 80 bill1on clol.lars, the lS bill1on coulcl be derived by reducing expendi­
tures (1 ) tor the purcl>ase of new automobUes ond !or the oper&tion of old onee 
by 2-l/2 billion, (2) on household machinery and .f'llmi.ahings ll)' 2 billion, (3) 
on no.,. construction by l/2 blll1on, (4) on replacemente to make up for depre­
ciati on in buainees plants ll)' 2 billion, (S) on current civUian cCXlBUIJ!)tion on 
no!H!ureble goocle by 3 billion, ancl (6) tor ciwilian pl.D.nt •JCPIU"'ion by S billion, 

IV. In r&iainj: the necessary 1llnda tho tirat principle to be observed 11 the 
reduction or purcbaein& por.er at tboee pointe wbere curta1.l.ment ot civUian e~ 
poncl1 ture 1a desired, This can be acccapl.iabecl br (1) bea..y e=iee taxes on 
durahle cana.-re• goods, particular~ autoaohUea, p.sol.ine, household equlJ>­
"'""t and. luxury articles, (2) ll)' supplecentine these taxes through increasing 
ratee tor ..,rtpge loans and atit!ening te,..... tor inatalbent crecl1t, (3) llY 
cont.roll.ini capital upenditures ll)' bueineae and. by local go•e.,_nts, both tor 
replaceunt and tor expansion ~ a~~peM'iaing new issues or securities to 
benkins institutions , lite insurance companiea, and. other financial 1net1tutiona 
aa well aa the pU>llc, anc1 (4) curtaUins capital expenclitures financed out ot 
current earninga or accumulate<! surplus throush (a) a stiff exees• protite tax, 
ancl (b) a hell..y epccial tax on the purchase of Mchineey by enterpriaes not 
engaged i .n &l'III&DIGnt production. 

V, The eeeond principle to be applied in tin.'J,ncing current amacent ex­
penditures i e the preservation of the profit inconti ve . For this reason tax 
proposals taking away a subetantial part ot all 1ncQMa over $5, 000 or 011 war 
protita are undeeireble, but the Treasury ehould cU1m a considerable part of 
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additional profits of corporations above tho pre--qr lenl 1>,- an e:u:eos profits 
tu and should eonai<ler increasing the rates or direct tau.tion on pe.rsonal ~ 
coces. E'ren ..rter leV)'int! special exd.se tax.• and the e:cceaa profits tax the 
Treasur;r would still bave the task of raieing the great bulk of the cost or 
aJ:'IlllllMnt b)' a levy on the income ot people or moderate ""'""" • 

VI. The third principle to be applied 1a to lllCot lll'lDOJ11ent expenditure• !>,­
direct contributions. Ali an equitable INUII\or or distributing this burden on 
t hose of ooderate means, the plan of J , u, Keynee deeervee attention. Tbie plan 
subat.itutee tor voluntar;r savings the principle ot compulsor;r sa~ and ite 
object is to avoi<l tr.e danger of intlation and the danger ofU.talitarian ration­
in&• I t would take the place of the pereon&l. inCOIIO tax and '1!01114 produce about 
lD b1111on dollare with a nati onal incoooe at an 80 b1111on dollar leval througjl 
an average rate of contribution of 2% trooa ~ inccces of ~1,000 to $1,SOO, 
increae1n:t to 25% for tamil,y incoeee Of $51000 to tl.O, OOO, and reaching up to 
?S11 for inccaes aver $100, 000, 

It betnan 7S% and 50% of the total contribution 1e treated as a <leterre<l 
t4X credit re~ble after the war tor incoces below $51000, gra.<lu&l.1,y reducing 
the ratio re~ble to about 10% tor the higheet incoeee, a force<! loan would be 
levied of about S b1111on dollars, Amol18 other advantag<~e mentione<l, t his plan 
would reduce tho rise in interest rates on Treasury securiti es which would other­
l'ite occur 1! the W9r were tinanced IDIIinly through open market Treasury iasuee. 

vn. The final problem is tinanc:t.ng tho new plant equipnent necessar;r for 
th~ production of a:maments. Short term facilities woul d be available in COI!l­

:nercial banks with p,overnment orders as collateral. Long tenn funds could be 
••cured by the usual method subject to the auperviaion of a capital Issues C_. 
111ttee [or perhaps the s . s . c .) supplecented b)' the R. F. C. and regional industrial 
banka. Tho danger of ove,.....~1on oi.gbt be avoided by peml.tt1J18 omers to 
cha.rse oft depreciation during the _., Tbie ie not advisable since the dura­
tion of the ..ar can not be calculated or the axtent to 'llhl.cb the racilitias can 
be p!"'titably used after the T.&r can not be foreseen. l'lhere new plant equilZ"'nt 
is a<lapted pru:l&rily tor spec1!1c &n~B::~ents, the (;Ovemaent should have the 
facilities built for its aon account either to be operated !>,- the s overment or 
to be rented to private bu:dness, 'llbl.chever is techn1call,y liiOre efficient . 

' 
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STRICTLY CONFID ~=" NTI AL TREASURY OEPARTMENi'' 

INTER.OFFICE COiolloiUNICAT10N 

TO Secr otar.v Hor~thou 

FRO t.4 J.!r. Oochra.n 

Yoeto~ oDrD1Qg ~~. Lfon. in the D1Yitlon ot Co:aunieatlona ot the Je,.rt::ent of Stott, telephoned De to t he e.f'f ect that .t.d.mi,r al L.ahJ, the :..e.arlcen repreaent.at1ve on the International Hydroe;rapblc BureAu, had !U'rlved in ltew York, and vna inquiring •• t o whether t he Tl't'Giury bad ap­pron4 the r-.,ueot o! t be Bure._-u t hat I to cold be neehed !or e.........tiac l.ll t h11 country. I told V~. Lyon thAt tho reoue; t had been acted UDon, after 1t hAd been referred by t he Federal Reaerv8 Bank of Nev York t o ihe Treaaury Je-oe.rta:ent, Md had also been d1ecua&ed b7 the Bo~ of Go•eruora ot the :'ed.r &l :a.urn Syot..,, occor41111 to "'' UD4erot 1Uld1nf;. Kr. LJon aoko4 11' _. could t el l Adoir&l LeabT the doclolon vhich wno taken. 

I telephoned Hr. Kook• ' • office In Nov To~ en4 obtained a e opr of tho ""Pl7 wlch the 7o4or&l Reoerve :Banl< aade on ~ 15, to the Internetion&l F..,o.rosr..,hlo llur•c.u. I then called back ~!r. Lyon and owomarho4 to bho tho !ID&l po.rJ>Cr&ph of the letter, "copy o! Wleh 11 attf>Oh o4. I told l'.:r. I.Too tbnt he ""' !roe to tell .A4alral Lesh;r the repl:r W.lch bed boon ,...to, but thet 1! t he Admlrf>l de<irod any turt her 1n!ormat1on, he ahould ge t In d irect ooanun1C~<t1on with Knoke of the !'o4erf>l Reaer -.o llank. I 41d not :f'eel free to p411 on to ~!r. I.Toa., for turtber coi:I!IWrl.catlon., a. copr of l:.r. Xnoke1 1 letter, aa telephoned • 

.&.tter lunch I p Te the abo•• 1ntorr.at 1on to Mr. Knoke b7 telephone, """ .,.., l.ll ocrecent with t he atopo W.loh I had taken. 
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JJJ!K.Ut. 

flco .14al.ral Joha D, ..... o. 
Prod4oa\ of tha Dirocttac Co-.ittoo, 
IntorDaUou.l llt4~'<>Sl'I!PhiC Buroa, 
Qll&i 4o Pl&lUJICO, 
Ko~to Carlo, llo,..... 
Door S1rr 

l!olforoaco 1o ..U to 70V 1ottor of lla.rch 26, roquuU~~t; 111fol"Mt1oa ropr41D« tho l..llportaUoa of so14 ill to, aa4 1 h earmark1D« aad aalo 1a, tho Ua1 to4 Sta tea of Jaortca. 

la co-oUoa w1 th 'fOV 1nqulr1oo, vo aro ooolootac for 'fOV 111fonat1on a p&~~phlot 4ato4 Juao 1, 1937, 1uu4 bJ tho t1n1 to4 Sta\eo !'roa1W7 Doper-at aad oaU Ue4 °Prorta1ou.l l!oiC!ll&Uoao Ialll04 "Gll4ar the Oo14 a. .. rw .&ot of 193110; &loa a .ta1>1o of charCO• at the IIlah aa4 .&.,.q Off teo of tho t1n1 to4 Statoo ao t1D4 1>7 tha Director of tho N1ah aa4 appron4 1>7 tbo SocrotarJ-of tho !'roallllT ca lla.rch 19, 1936• Ia ~11 to 70vr quuUoao, ¥0 wi oil to oq that C014 bart - aa4 YO co11f1M crar c-ato ont1ro17 to C014 l>aro (aot sol4 cola) olnco aoocr41D« to 7<1VZ 1ottor 70V rooorw :!'an4 to loop\ 1D ~14 buo - ce bo oh1ppe4 to thh countr, aad oold '117 t1>o coaotcuo to tho 1Jn1 to4 Stoteo N1ah or .&oaq Ott1c<o at tho1r curroa\ pur- pr1oo of $35 ( l.Mo 1!'- of 1~) por tro7 01UlOO of tl.ao ~14 lou tho uou.l N1at charcoo 1- uUclo 6, oocUcao 35. 36,37,11o aad 42 of tho oaolooe4 puphlot) , !he Niat ch&l'~o aro oot forth 1a tho oaclooe4 to1>1o, .&ll o4., ...... pqMat of fro• 90 to 98l' of tho Talla of t1>o col4 1o uaa117 M4o 1-.,\4111 aa4 the b&lanoo la p&14 after tho cold hat 'boea ••1&7e4· !horo would bo oortala ch&J'coo whlch volll4 aooool&1'111 bo 1acvre4 1>7 the conotcu• 1a OOII.!IOoUoa with ouch tra!li&Ctloao for t~. la.oa......,., oto., aD4 the coao1-1 o haadliac ch&rp, Nooe of our co-ro1al b&lllto aro thol'OQ&!I17 fallillu with cperaUoao of thb utaH aa4 weald m>4cubto41Jbo cla4 to haadlo tbo aonal~DMilt for 7011. • 

.&o roprdo the oararkiO& of cold, wo •hh to oq thot ouch o&l'aarld.ac 1a tho Ua1h4 Statoo h pi'Ohlb1to4 oxcopt Ulldor llc.,.oo hlll04 with tho opproYal of tbe Proo14oat bJ tbe Soorotal'J' of tbe !roa.ov7 (ooo pqe 16 SocUoa 311 of tbo puphl.ot). OalT oae IQch Ucoaoo bao 'boea 1olllle4 aad thlo Ucoaoo author1101 tho l'edoral ···"" :Bank of !low Tori< to Oa!'lllark col4 for foro1p. antral baal<a or forolp. "'",..."'"• 'file ........,.ld.:o« for llOIWICUital'J' athar1 Uoo lo thoro! oro not conre4 '117 thlo Uc<~D.OI. 

frutt1B« that thla rop11 co'I'Ort all tho quoot1oao ra1oo4 '117 70"• wo ~. 

I•/ t., Y, J:JIGioo, 
n .. Proo14oat, 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER.OFFlCE CONNUNICATION 

l'ttOM Mr. OocbraA 

"9' L -t 

I told Kr. Xnoko at 9 o 'clock thio =orDi~' ot tho receipt b7 the Troaour,r 
Depart ment late laot o.wnin& of tho letter ot MaT 26 troa Aoolotant SocrotarT 
of Stato Borlo, e~loolng a eop7 ot coaounlcatlon No. }}94. troa the KlDioter 
of rho Uothorlando 1n Yaohicgton 1n r esozd to t ho deoroe 1oouod troa London on 
lla7 24 vith reopoet to the proport7 ot Uethorlando 1ndh14ual.o ad c-1oo 
abroed. 1'-T oocrotaey road tho co-=m!cation t o l!r. l:noko'o oocret...,.. I o:<­
plninoi to Jlr, J:aoko that I wu caJ.l1"C h1a p11n}J' t or tho purpooo ot pTiJic 
hln intonation ao quiekl7 ao poooiblo, hilt that a tonal COia'Olllcation on tho 
OllbJoot oho11ld bo aval. hd troa 0111' Loll"l Dopartaont • 

.&.t t ho OUCCOitiOll Of Kr, Bornotoln, to Whoa tho OriC1lloJ. lottor WO paoood 
on lllot DicJ>t , I haYO aokod )!r. Li.woo7 or tho State Dopart•nt to lot ua haft , 
&o ooon ao 1t 1107 bo ava1lllble, the fUll hxt or tho doc roe to which !he llother­
tMda MJ.niet er referr·ed. 
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TREASURY DEPARTMENT ~S 5 

INT1:1t OI'P'ICI: COMMUNICATION 

STRICTLY CONFIDENTIAl 

I a and 1111, IDob tol!a;f ao to 'llbat action U>o l'oderal a. .. no a o raa4T to 
tab with rOIIPOO\ to tho requoot ot tile BriUoh Oo'rormoont t hat \be accollllto ot 
tho Balik ot lncla11d with tho l'odoral. &.oono ll&lllt ot 11 ... York 'bo ooanrtod into 
'Rh Bri tuJI!o llaJoot:r' o Oonr1111011.t acc01111t •. I had torardod cop:r ot U>o 

llri Uoh bhaoo:r -- 011 tb.io wb,joct to 1111. h ob, 

1111, hob replied that 1111, Cloor&"" ll&rrioon ao 111 •ob.i~~eton tol!a;f aa4 
bopo4 to 41ocuoo tb.io I[I>OoUoa witb Socrotar:r llor&""nthall aa4 U>o B..,.d ot 
Oonrnoro ot tbo Joderal Reoeno S)'Ot•. 

17llleu t ile Socrotaey -:r 111otruct uo thot eome 4oc1oion to tho cont rar:r 
hao boon talrlon, I foal tb&t wo ohoul4 11141cato to the hdoral a.oorn Bank ot 

!low York 'b;r letter, a o 111 U>e oaoo ot Vatican cold. our 111toroot 111 eoo111c aa 

acoount opened alone the 1111eo 4oeiro4 'b:r tbo Britloh, attor tbo toru ot IIICb 

a c.-mioaUon ha'ro 'been acrood vpon 'b:r !rea111or7 &114 l'-al a.oono ll&lllt 
lo~re. 

hob would lib tor uo to 11141oato our 4oo1reo with roiiPOot to new l och­
lotion to .. ot tho pro'bl• whlcb ho toalo cootronto tho low York Baal<, bolt I 

u coot14ont that 1111, lcol .. will acrao with tho ! r•lll2'7 that no lociol&Uon 

h noceooar;r, Jut it 1o t or tho Bo..-4, I ••-· .. thor tball tor tho ,.._.,., 
to ctn IIP•citic a4Fico or 111otrucUollO to tho Bank at lin York on tb.io po111t 

ot lociolation, 

Regraded Uclassified



STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

I NTER-<lFFICI! COMMUNICATION 

Mr. Ir1aoJU, fo ... r~ ~lal Oouaolor to tu .Upatbe •buq 
1D WubiJJCtOil &114 IIOW ••niJic 1a tU ll1a.l.ot17 of :n- of .U&Utbe, 
tolepbo....S. .. :r-otezUir att._ froa llaaoa .ur... Be uai.recl. \!» lat"t 
pol1Ucal &114 .... at illforatiollo 

I -..1secl to Mr. IricoJU \!» ...,.l.opMato oa \!» Muicu -..rltT 
aJ>A -41t7 ....ate, AD4 a1ao ~~'-" uta ¥1\ll ....,.ot to fofticll ....... ce. 
aa voU ao tlot lat .. t tl.cDr ....,. OA \!» 1ato1'11&t1oul. polUiul. d-tl-

IIl ...- to Mr. Irico7-'• ta.rA117 I tol4 b1a \1.-t tlotre vu llO pU1o 
011. tlot AMrioaa urut. 1a- to bio ,hnur iaq11117, I tol4 b1a-
tbore ... llO .._ .. to eor:pect \!» clooi.JIC of ..... aruta, ~ .. _,hiac 
a'baol ... to~ atone- 111c;lot happa. I adlli\tecl tbat tMro ba4 'baoA .. .. 
ad1'00&C7 a fw 4qa aao ""- \!» a1~t10il fint 'boo- qw.ite oarlo .... , 1a 
f a1'0r of olooi.JIC •= .... uta. I told b1a \llat \!» free.....,. ,... oppooecl. to 
o'IICh otepo, bt llOtbiDC U4 ~ a.,,.., &11.4 that tho _, boA takloll proU7 
aoo4 care of ltoolf. 

Irico:r-ll oa14 tlotre vu 11.0 puic ill Ju•o Ai.reo, 'bolt \llat thq ..,.... 
ncb 41ot='ba4 o"r tU looo of tboir llvopMA -.rloob ao a rer4lt of war 
4....,lopo01lta. 
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PARlPIIRASII: OF 'l'ELmRlK RII:OEI'fED PI'IOK 
...-Ic.ul DIBA88Y, LDU., PERU, Jl.t.'l'ED KAY 29 , 1940, 4 p. a. 

No. 61. 

Refer to 7our no. 49 ot Ua7 24, 4 p . m. 

1. Th e position ot principal reeerve bank iteae, ae ot 

Ma7 25, 1940, is as tollowe: 

a- Intangible gold 
(}old in vaul.t 
(}old in transit 
Gold abroad 
DepoeHe paJable in gold 

b- SUver 
c- Red1eoounte to coameroial 

banl:e : 
Under 1aw 6745 
Under law 7538 
Under law 8512 

d- DUoounts to agricultural 
and industrial. banke 

e- Discounts to treaeur7, 
l aw 8612 

t- Note circulation 
oepoeite b7 banks 
various deposits 
Miscellaneous obligation• 

Sole a 

38,784,832 
1,733,089 
4 ,483,903 

none 
501,335 

1,064,893 

774,374 
517,500 

17.712,347 

2,100 ,000 

33, 656,340 
124,157,454 

32,377,895 
5,551,114 

498,453 

2. See Commercial Attache'• reports ot FebruarJ 9 

( ' 'l'renda ot Peruvian Foreign Oouerce dur116 19391
), April 12 

( 'Trende ot Peruvi an Foreign Coaaeroe 1n Jauuar7, Februar)' 1940'1 

and Ua7 14 ( OontiDUed tira trend in trenda ot Peruvian toreig n 

oo111111eroe), tor the 1ateat export a nd iaport statistics. 

3. See Consul (}eneral' e report dated February 27 under 

Balance ot International PaJaente ot Peru tor 1938, tor the 

meet recent i nformation regarding the eamiuge ot American 

capital. 
4. 
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•· !he Oollllen.aa of op1D1on ( 1no1u41llg that. of t.he 

~~AM&era of !!faern B&Dk, It.ali&D Bank and llat.1onal C1t.7 

B&Dk) 11 t.ba' there 1e Yar7 l1t.t.1e, 1f an~, baok-106 of 

ooamaro1&l exohaage. 

5. Deepat.oh no. 109 of Ka7 23, wh1oh 1e lea'f'ing b7 

air .Ul pow.oh on lla3 31, will oont.a1D 110r1 detailed 1n­

f oraat.1on. 

EAUISG 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTIER-QF'FICE co.e.eUNICATlON 

To Sec~t&rr Morcent~ 

....,.. Mr, CochraD 

DAft Mq 29, 19llo 

Toato1'<1a1 nonill,f; ll.r. Xiloke telephoned .. from !lew York requeeUns that 

I coke aTallablo to tho Joderal RoeorTo !onk &aT information which I miCbt 
obtain from tho Departunt ot State In reprd to tho Bel(ian Oonrnmont, &114 

our attitude with reopoct thereto • 

. lt 9 o 1olock th!a aornlnc I telephoned Kr. t..lda Cl&J'b,ln cbar.:e ot tho 

Belp.., deal< In tho Deparbont of State. I told him t hAt I ha4 noto4 In tho 

proaa a report of a meaeaco dollowred yoetordaT by the !olcian Aabaaa&dor to 
Aaalatant Socrot&rT ot State !arlo, in41oatlns the l.ntontlon of tho Bel&lan 

Emb:>II!T in t hh oountey to atan4 h1 tho !el&lan Oonr....,nt vlth han4quartor a 
In Frtnce. I aakad }!r, Clarka It tho State Depart...,nt ha4 lnuad any prou 

co:::uni~ ~~pon the !olcian a! t\Ultlon, or ha4 &111 doc=entt on tho eubject 

which could be passed on to ue in tho 'l'reaaury, tor our Information and poe­
alblo hrthor tranclaalon to the Jedoral P.-urow !ank at llw Ton. Cluko 

tald he would look into the aattor. 

At 9:30 Auhtut lecrotaey ot State !erlo telephoned ..e. IU'. Olano 

evidently ha4 menti oned ~ inquiry to V3, !erle. The lntter at~ted that he 
~old oend .. thla mornlns a copy of the oom.uolcatlon vhloh the Belslan 
hbuoador ha4 dolinred to hla. Ro doecrlbad the atateoente, which I p~­

orwood voro In e4d1t1on to the o-..icatlon reproduced In tho preu, -.a by 

tho l!ol&lan Aabaaaa4or, to tho oft oct that tho X ins ..,.e a prhoner, that the 
Bol£1an Oonrnant waa l .ntact, and that the llatlonal Bsnk of Bol&IUD woe 

!Unctlonlns in Parle. 

Kr. Borle atatod that the queatlon of DOW official rooosnitlon tor 
3olglum 41d not arise at tho 110mont. 1'he DeparttoOnt ot St ate will continue 

to haTe ottlolal contaot with tho ~unt duly o.ccro41ted !el(i"" Aabaa .. 4or 
to this coW>try. Kr, Borle recalled that Bel61&n law ha4 anticipated the poe­

alblo flmctlontns o! the Gonrmoent ud ot the l!atlonal !&u1c ot IlelciUD out­
aide of Belci,.., and he aaw no roaaon t o chall,f;e our rolatl ona with tho llatlonal 

llank of Bolciua a e It Ia nov operatl!ll; troa Paria. In auawer to oq quootlon, 

l·tr. Berlo thou&ht thDt tho Tret>auey Departm1!Dt abould contlwe ita operation• 
vlth r oopoct to Belgian aaaetl a.a heretofore, oonoultlns vlth tho :Solsian 

hba.aq In tb.la city "haD epproprlato. 

Mr. Borle told :o that tbuo ha4 not yet boon a c;ro~q> .. ot!D& In tho 

Department ot State on tho queetion ot the atatua ot Bolstua, Ita Iins and ita 
OoYOrnmont. Should ouch a contoronco ~ault In anY alteratlona In t ho ahoft 

Yiova, be vould let me know. 

I told Under Socrot&rT !ell at 91115 thla aornlft& ot my oonYero&tlon wi th 

Mr. Berle, and &lao lntor.od Kr. !ernateln at 9:50· 

~~ 

237 
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TREASURY DEPARTMENT Z98 
INTER.OFFICIE COIOIUNICAT10N 

Mr. Cochraa CONFIDENTIAL 
Storlillc ezpor1nco4 aa iaprOY-n to<lq. Attar opeal.JIC at }.16, tu 

po\1114 aonol orraUcal]¥ clv.rlac tu JIOJ'alac tra41Jic. 17 -u .. , u •• qv.oh4 
at }.q-1/S. In tu athnoo11, tbo rah ....,o4 rl.UilT upi08H to a Jdcb at 
} .20-5/S Juat 'before tbo clooo. !ho c1"111C .-.uuoa at }.20-1/11 wu 2-1/11# 
hld>ar tbaa TUtar4.q' o cloolac rata. 

Salao ot I!POt narlt.ac 'bT tu ah: roportlac baako totalo4 &.1155,000 , tn• 
t bo toll0¥1114 oouroool 

JJ eo• .erc1al ooaoe:raa .......... . . . .. .. .. ... ................... ,, '" "'"' 
17 lora tea baako (lolropo aa4 South .l!Yr1ca) ••••.• •. .•••••..• 

!otal •••••••••• 

PvcUooo at IJPO\ ohrliac • o,..to4 to 1:.510,000, ao la41cato4 below: 

B;r co-rclal c»IICtraa •••••••••••••••••••••••••• • ••• • •••••••• 1.305.000 
17 toroica baDko (rar laot aa4 lbropa) • • ••••.•. •• . .••..••••• 

!·otal •••••.•• . • 

!'be tollowiac reportt.ac baako oo14 ooUo11 billa tota11ac lol7S ,OOO to tbo 
Br1Uob Coatro1 011 tba 'baolo at thoo ott1o1al rata at ~.02-1/21 

1o17~.ooo \7 tba o...raatT !ruat ~ 
\7 thoo lniJis !!'Dot COIIII>&IIT 
!otal 

ot tbo cotton bUlo oo14 liT tbo OuaraatT Truot CoJ!Paey, 1.170,000 cue t roa 0111 
lto41111 cotto11 broltar . Ia all probab11UT, tbh ooacorll aa4o oul>ataaUal oblp­

aollto to laC] •11• i ll tu boWlo4c• tbat oouoa 4hpatcbo4 bat ora toaorrow will aot 
require a BrtUob iaport Ucaao. llloh a lie••• will ba" to be obta1u4 Ira 
tho lldUob a.tbor1Uoo tor cottoa oll1ppo4 h JncloM 011 or athr llq }0, acc•4-
lJIC h a BrUhb ~at !rado or4or honao4 larl W.adq. 

Denlapaoah 1a tbo otbor ourrecioo ...,... ao tollft&l 

!ho oovoo at tho FUIIob tr&~~o w.o oia11ar t o that ot otorliac . !bo 
traac clooo4 a\ .OlSl-5/S. Toohrd&T' o 4oproo1atloll at tho t'raac in torao 
ot tbo po\1114 wao oallCollo4 to4q, aa4 tu flaal cron-rah .... 176.32 fraaoo 

por pou4. 

!be ""'"" hac •• rloadT aa4 clooo4 at . 2211}. 
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- 2 -

'fllero vee 11\tle -- ia tho CUe41u doU.r. !b. cloel»c 41e­
coWit for thet C11D"J'UC7 ""e ZJ.-1/2'{>. 

'!'he lira aa4 the nlch...-E wen W'Chomcl4 at .0505 u4 .l!ooo 
reopect1nl.7, 

1'he 7"8ll 1a Sbengbel veo wcMDgl4 at 5-1/21. 

1'ho IJoproT•Oilt ln the Cll'holl yeoo caae to a halt t o4q, ud tho dh­
coWit 111d01114 ollchtl.T to 8-15/161>. 1'he HoxlcM pooo wao agaln quotl4 at 
.1672. 

Vo purchaol4 $700 ,000 111 8)1.4 froa tho earaarlo:l4 account of the Caatral llalllo: 
of tho Colo•blu R~ubllc. 

'!'he F14oral Reoone llalllo: of llov Torte r tee1TI4 a '*'blo troa the B.I.S. requaot­
lag 1t to obtela llceaoo to tranofor $1,9)6,000 ill COl4 fraa I.I.S. kooWit llo. 2 
to the a ccount af the llatlollal - of the Ungd .. of TQ40alaT1a. Gol4 l .a :a. I. S. 
Accouat llo. 2 1o tha propert7 of that 1,.t1tut1oD. !he F14oral alto reea1To4 a 
cable fraa the YugoolaTlaa ball); illotrucUag lt to reeehe u4 ......,.11: thio gnU. 
Tho Troa01lr7 a»thorlsl4 tho Fl4aral RaOUTO llalllo: to ulo:o th1o traaotar. 

'!'he F14or.l Reoone - at llev Tori< upor\14 tho f ollo111»c obipaOilh a! col4o 

$5,114 ,000 froa Cauda, ohipped fro• Tucounr b)' tho llaDk of Canada, Otta .... , for 
accoWit of the - of l:Dclud, !hh col4 h OODaigned to tho F14eral 
RooerTe -of S... Franchco, u4 U will bo ool4 to thoU. S. aiat 
thou. 

1,450,000 fro• SpaiD, oblpped 'b7 tho llpuhh IaoUtuh of Foreign ht:hO"go, lladrld, 
n'<~'T."'=:-.to tho latlollal Cit7 -· llov Tori<, for oale to t he U. S • . heq ctflco. 
$6,564,000 !otal 

Tho state Dopartnnt forwardl4 to uo cab1oo otatl»c that tho foUo>dDC goU 
oh1paoDto would bo aa4el 

$137,000 f .... Bolli: l'oDC. oh1ppl4 'b7 tho Chaoo llalllo:, BoD& l'on«, to tho Chau 
llat1ollal lloalt, J:w York. 

)3,000 froa J:agl&nd, &hipped 'b7 Sharpe u4 WUklao, Lo'Ddoo, to llerclqo llalllo:, 
Jov Yorio:. 

28 ,000 froa l:agla:o!, oh1ppl4 'b7 Sharpe u4 WlJ.Itlno, LoDdco, to tho Chaoo llatloaal 
Bauk, Jov York. 

4,000 fro• J:agla'D4, ah1ppl4 'b7 the llatioaal ProTlaclal -· Ltd., Lolldoll, to 
""""";;;;-=;< tho au.raat7 !ruot CoiiPallT , J:ow York. 
$202 , 000 !rotal 

Tho aboTo oblpaODto 11111 bo ool4 to the U. S •. boq ctflco at llow York. 

CONFIDENTIAL 

T 
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-3- 30:) 

0.. tba ...,..,. ot llq 22 reool.,... tfte t.U reUraJ. leeern Ju1t ot •• ro.t: 

ctrlac tba tortip ezc+·er poolUou til -.a a4 'beelcoro 1e Uo Uo\rlot, u.. 
tohl poolUoa ot ell ovroaoloo •• ..,t tbo oql&lnl- ot t19,129,000, • 

lacroaoo ot t2,712,000 le tllo ••n poolUoa. !llo aot cbul•• 1e tllo poolUou 

oro ao tollow01 

CUOftli 
1111011! POirllQI 

IC.U 15 
' 11,!12§,000 

11,111,000 
6111, ooo ( t.oac) 

LaUa aorica 
.r-

17),000 
3 ,11111, 000 

3112,000 0\her Aile 
All 0\hero 

total 

11 ,000 (Loac) 

fi6,1117 ,000 

1111t11! POsl 'f ICir 
IC.U 22 

t 6,jii,ooo 
•• ,5,000 

61l!,ooo (Loac) 

221,000 
3.~.000 
1,()99,000 

126,000 

fi9.129 ,000 

BOIIAII II 
a:at POll 'fiQif 

tl.ll59.000 
3211,000 

27,000 (Dooraaoa 1a 
t.oac PoolUoe) 

111,000 
37,000 (Docroooo) 

757,000 
13l!,ooo 

¥2.712.000 

'fhl OV.htaa4iac taa\VO of \be &'bO't'O t1proo lo till a4YDOI Of tl,ll59,000 1a till 

otor11Jic ohon poolUoa, !lllo cllaap •• U..t 'ltlollT the roalt ot aa lacreaoo 

la ohr1bc oo.tteoa\o ot ..,. 1aa41ac 1 .. fork 'beak. 

!be lloellq .,u prloo acata ezporloaoo4 a ~ 4ool1ao, 'fotq'o 4ollar 

oqllinloat vao $}6.111, a 4aoraaoo ot t1.17. 

!be lloe'bq opot o11'nll' quotaUoe tall tllo oquhaloat ot 13/161 to 1111.~. 

Accor4lac h 711hr4q'o :o.pan.oat ot eo ...... nat•oat of 4a1l7 ollftr aporh 

aa4 "" ... to, ho •IpMeh ot rotleo4 ollftr 'Wllloa totallac 196,000 ouooo -• 

uparto4 frop ·- fOft to lloellq, 'fbooo oro tluo tiro\ apor\o of o11Y&r to t.4ia 

thet Iooft Moe roporto4 olaco J.-.zr 22. 

Ia LoD4oa, tho prlooo tlxo4 tor op. ao4 tor.rt o11nr ,.r. vaoh•aco4 a\ 

224 ao4 21-1/24 rupoo\1ftl7. !be 11. a. oq111Y&1oah, oaloulato4 at tllo opoa 

oalt:n rota tor ohr11ac, woro Jl.llll ao4 _, .521. 010 tho 'baolo ot tho ottiolal 

otorll~ollar rota, the tpot prloo vao oq111nloa\ to 11o.001. 

11ao47 aa4 llareaa'o ooU1oaoat prioo tor torolp o11Yor vao W>Cbeact4 at 

3H/II. !be !'raaOUT'o pvohaoo prico tor tarolp olbor no aloo -beaco4 

at 351. 

!be oal7 purohaoo ot o11Yor ea4o _. •• Will' ooaolo\14 ot 65,000 •-•• troe 
the leak ot Cua4a uo4or ..,.. rocular eoathl7 acrooaoat. !o4q'o pvobeoo ralooo 

the total • ...,, 'bo"CCIt troa \bet ooa.roo 4ar1ac llq to tbo acr- eoathl7 lla1t 

of 1,200,000 O'ULO••. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 
301 

INftR OI'I'ICE COioCioCUNICATIOH 

STRICTLY CONFIDENTIAL 

llr. IDolco \elephouc!. M \lilt IIOOD tlroa hlt hoao, Ia bac!. recoift4 a hl .. 

pbou cal.l troa Ill'. Bolton ot the Bank ot :bclaD4, in IIIlich tho latter otahc!. 

tbat ho •• " Dc!.iDc holco a oablocraa 011 tho •bJeot ot ottloial qutaUoa ot 
aterllD& on the ... Torll: ..-lett, JoUoa o:qolaiaoc!. tbat thlt •ttar lla4 beea 
tba mbJect ot aa •J:Clol.llce ot •1 ... bet- ov _ _.loa, 

I pn IDolco tor hia ooatiU..Ual iat-Uon a bril<t ~ ot cnar ...­
coot coa,..reaUoaa with the JrUiah - • ., 'lhloh romUo4 troa tho -raa­
ot iiaT 211 ia which llr, l'iD.a•t pruaatoc!. a oOOIIOlD!caUoa troa the Chaaoollor ot 
tho J!:hequr, Ia bac!. aot opolcoo to the J'oc!.aral baton oa thio ll'lli>Jaot, -
torrlDc aot to raiao the quoUoa ot the ottioial 'IQOtaUoa aloao beiac pab­

llahoc!., ""'11 tho BrlUah ohall ba,.. actaallT tabol the o\opa 'lhloh the7 
plaa. 
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Operator: 

P. .!(,Jr: 

Sen. Robert 
\iagner: 

P.. M.Jr: 

M o . . 
P.. H.Jr : 
,, . ... 

H. l!,Jr: 

W: 

H.!' .Jr: 

t1: 

E. !!.Jr: 

ll: 

R.¥..Jr: 

W: 

H.Y. . Jr: 

W: 

Go ahead. 

Hello. 

Renr1'1 

Yea, Bob. 

Good morning • 

Good mornlng. 

Me.)' 30, 194<> 
9:33 a.m. 

Say, I was going to ask you this. We•ve got 
this thing before our Ooaclttee, you know, 
among other things -- a number of things and 

ot t300 o1111on, you 
know'! You !mow >Jt\a t I meant 

Ah, $700 million. 
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Well, t his particular bill involves $300 million. 

Yeah. 

Now, there•re some amendments coming. In 
view ot the tact t hat you're going to increase 
your debt limit do you think t hat you want that 
anyway? 

Gosh, I'd have to ask the Presldent on that . 

Yeah. Well, then I'll go along anyway until 
I get word troo ,-ou that there should be a 
change. Is that itt 

You ' ll continue to go along. 

Yea, I'll continue to go along on the bill. 
You eee, we got it up thU morning in the 
Oomnittee. 

Yeah. I ' d go along -- ah 

Unless I hear trom you. 
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H.Y..Jr: 

V: 

Y: 

!I .H.Jr: 

tl: 

H.g.Jr: 

II: 

- 2 -

'rhat•e right. 

I'll tell you Why. Soce ot the member• ot 

the ComCI.l. ttee aald to ce yesterday -- ab -­

vall , 1t you're going t o 1norenae th1a debt 

l1m1 t by 13 bill ion, vbat do you vant tbil 

tor' 

I understand. 

Ve have a lot ot argument about booltlteep1ng 

and all that , but I ' a prepared to go along 

vith 1t, Henry, - - ah -- 1! you vant it. 

3·J3 

Vall, Bob , I ' d oontinue ahov1ng the bill until 

I get a cbanoe to talk to the Preeident • 

.Ul right. 

fhank you. 

.Ul right. 

'l'banlt :you. 

Good-bye. 
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John 
Sullivan: 

Operator: 

H.M.Jr: 

S: 

H.!! .Jr: 

S: 

H . ~! .Jr: 

S: 

H . ~:.Jr: 

S: 

H.J.!.Jr: 

S: 

!!. ~! .Jr: 

S: 

H.J.!.Jr: 

S: 

Yes? Wait a minute. 

Oo ahead. 

Hello. 

Yes, Mr. Secretary. 

l(ay 30, 19l!o 
~:03 p .... 

Have you got some information tor me' 

No. I vas going to ask you, air , it that 
extra billion dollars vaa to go int o our 
tlgures . You t old •....• 

! hey don't know beoauae the Navy's in there 
now trying to figure it out, eo Danny Bell 
Will try -- have to get it !roo the Direct~r 
ot the Budget and it won't go up until noon 
tomorrow anyway 8o I'll havo to say -- well, 
t hey'll say what about this other, and what 
I t hink I'll have to say i8, well, I understand 
-- I understand it'8 going to be tor a billion 
dollare or whatever it1 8 going to be. 

Then your state~ent today would be that i t 'll 
be this ouch exclusive or any other appropri­
ations now being considered. 

That's right. 

Right -o . 

That1 a right . 

Thank you, air . 

And get it to me tonight at the house 80 I oan 
praotloe reading it. 

Yes, sir. 

Pleaee. 

Right. 

334 
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!I.!!.Jr: 

S: 

S: 

Daniel 
Bell: 

H.!!.Jr: 

B: 

H.H.Jr: 

B: 

H.!!. Jr: 

B: 

!I.X.Jr: 

B: 

B: 

- 2 -

And will you take the responsibility ot telling 
Bell when he oomee back trom the Hill to tr7 
to ~ind out either tonight or tomorrow morn1ngt 

Mr. Bell -- Mr. Bell is here now. And you 
want him to tind out ••..•. 

Let me talk to hi~, pleaee. 

Yea. (As i de) Mr. Bell , the Secretary. 

Bell. 

Dan. 

Yea , s1r. 

Harold Smith t old me t he first he knew about 
th18 extra Army appropriation ot $700 million 
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was when he heard it on the radio last night •..... 

That's right. I understood that . 

.•. ... and t hat they are now in with the President 
and Navy ar~1ng about their appropriation. 

Yeah. 

Nov Harold said he ' d know either tonight or 
tomorrow morni ng how .ruch it took. Nov 1nas!!llch 
as the President oertainlJ doesn't go up until 
noon, I'll Just have t o leave mine as is and 
e1~17 say i t an7one should aek me, I under stand 
that 1t' a going t o be in t he ne i ghbor hood ot so 
and so much. 

Yeah .. 

Do JOU see? 

This ie on the basis ot what' s nov pending in 
Oongreee. 

That o a right. 
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B: 

H.M.Jr: 

B: 

H. I~ .Jr: 

B: 

F.. !~. Jr: 

B: 

- 3 -

And-- but I understood today that 1t 1 a gone 
up that 1 e the reason •••••• 

No, no, no. There•e nothing t here. Harold's 
a1tt1ng there tearing hie hair out. 

(Laugba) All right. I think that•a the way to 
handle 1t. 

Aren't you glad :rou•re in t he TreaeurJ? 

I am -- I'm very cuoh relieved. I even ~on•t 
mind vorking toda:r. 

o. !C. (Laughs) 

'l'bank you. 

"306 
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TREASURY DEPARTMENT 

INTER Ol'l'ICE COMioiUNICATION 

, ,.ow Mr. Cochran 
STRI CTLY CONFIDENTIAL 

fboro h qv.otocl. horowttb tho to1lowiiiC l t • clch a:ppoarocl.iD tho prooo 
wsdar a Now York cl.ato Uno ot 11q 291 

"'lho o..,.,. conoul.ate general ...,OIIDCocl. ,.eotorcl.oT that Allor lcan 
holcl.oro ot 5 1/2 per cent :U.torllatlollal. Lou Bollcl.o ot 19)0 (TOiliiC 
Plan) 'IIOV.lcl. bo paid oottlo .. nto on their COilpOilo J'cme 1. 

1'fho pvchaoo prlco, 1 Aiel. tho co~t~ulato , 'will ho $20 per $27. 50 
taco oaowot ot tho coupon, • 

PA111onto will bo •cl.o, 1t •• ...,OUIICocl. b;r J. P. llorpn A Co., 
Inc,, or b;r an:r of tho .ber ican ottlcoo ct tho lloa'bvc-.t.aarican Lillo. • 

It _,. bo that tho tranater mich we bavo rpoltoll or rocentlr 1Dvo1Tl!IC 
000 coainc troa Italian accoWlt to tho o.r.n OolloNl Oenoral in IJow 

ma:v haTI boon in part to provlcl.o tor thh oorvlco on Oer.n boncl.o hol4 b;r 
~erloan c1t1stna. 

l'ro• varlouo oourcoo it h ill41catocl. that o..._..,. 11 ropurchaoi!IC to ..,... 
ll.ml ted onont ooao ot 1 to oecurl Uoo on tbo .U.Oricac arltot , 01>0h ao tho II& woo 
ud YOiliiC bon4o. 'lbo pricoo t harotor have rooOAtl7 rlooJ>. U tho .U.rlCOil 
ho14oro oro OD.J:iouo to ooll, thlo pvoo tbea a .-11 arltot, J'llrthonaoro, 
CoNanT COiltiDuoo to t raDofor dcllaro Oil acCCUAt ot tho Leo l!lu;iJ>oon crocl.lt 
.,., Wlc1or tbo 1 Stan4oU11 1 ~-t. 

Soaotlao aco tho report - · cu:rront that thO o.r.,,, perhaps tbrouc;b 
~otrlo, 110ro otforlnc LotlD .berlCOil oOC"IIJ'ltloo to lJJl1 to4 Statoo ho14oro ot 
Conan oocur1Uoo, upon tho conc11Uon that a certain UIOIIJ!t ot troo 4cllaro ho 
proT1cl.o4 b7 tho lhlitet!. Stateo ho14oro 1n aaldnc tho trau. Inoo!ar ao ~ coD­
tach know, thoro boo boc no laportODt 'bualnooo ot thio oort tranoactot!.. 
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- "nmASURY DIPA!I'NIIIT 3 0 8 
Ottioo ot tho undor Sooro\&ry 

) 
To •••••• ~! .. ~~~~~ .............. .. 

Thio i o a ropl7 t o Mr. Wolloo 

upoa micb W.oaro. 'fluor. 

~ .. - - I baYO acr-oA, 

with tbo Hliot that ouob u 

auowr 1o protoralllo t o a 

eontereue. 

D 

Undor Socro\&r.Y· 

-----··-··········. 193 

/ 

, 
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__ ....,..._~----===--_ .... 

Pereonal and 
Oon1'1dent1al 

117 dear Be niT: 

DEPA.RTMENT OF STATE 

WASHINGTON 

llq 23. 19fo0 

In •1ew ot the rap1d de•elopaente 1n Europe ot the 

put tftft weelta, tbe Departaent hal been g h1ng renewed 

cone1deration to the r epercuu1oftl which tbue deYelop­

•ente u:t be expected t o haYe on the eoono8111 ot the 

other Aller1oan republi ce, the1r 1n1'luence on OOIUieroial 

and 1'1nanoial r elationeh1p e between the United Stat .. 

and the otber American republ.1oe, and the reeul t1ng etteote 

on the do811 t1o econo•1o etruoture ot the United Btatee. 

Prior to tbe war Europe bad proY1ded a marltet tor •ore 

than b.alr ot tbe exports of the other Allerioan repUblica, 

and tbe ebutting ott or change 1n character of euoh a 

larse 8&rltet u:t be e%1)8cted to r eeult 1n t1nanc1al 

de.oral11:at1on, w1 tb producer• unable to eell tbe1r 

produote, foreign ourreno1ee not aY&ilable to paJ tor 

needed 1~orta, exchange wealtneee, and eeYere t1eoal 

411't1oult1u. 
It 

'l'hl Honorable 
Renrr llorgenth&u, Jr. , 

Seoret&IT ot the 'l're&IUIT. 
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It 1a the Depart•ent'a ballet that the United State• 

Qoyernment ahould undertake to aaalat the other Aaerlcan 

republic• 1n the tace ot auch a a1tuat1on, both 1n 

keeping with ou.r broad program ot 1nter-Aaer1oan econoalc 

cooperation and wlth a Ylew to m1t1gat1ng the ettecta on 

the doaeetlo econo~ ot the United 8tatea ot econo•lc dla­

locatlon 1n the other Aae.rlcan republica. !be Mlntenance 

ot etab111ty 1n the Veatern Heataphere la rendered 

upeclally important by recent ennte 1n lurope, an.d 1n 

the other Aaerlca.n republica polltlcal atabllUy 1e greatly 

1ntluenoed by the atate ot econoalc well-belng. 

In order to cuahlon the ahocka mentioned aboYe and 

to bridge the 1saed1ate altuation, there la required 

apeed:r and exteneiYe action to cooperate with and aaaiat 

the tlecal and aonetar:r authoritiea ot the o ther Aaarlcan 

republica. The agency beat equipped to undertake rapid 

aeaauree to uke dollar tunda aYellable under appropriate 

con41t1ona to eucb autborltlu wuld appear to be the 

8tab111zation fund. 

It 1a the Ylew ot the Department that auch aealatance 

ia primarily or abort tera and trenaltlonal benetlt, 

and that laatl.ng 1mproYement ln the aconoalc aituatlon 

ot the other Aaerlcan republica will reault only troa the 

auocentul 
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auooeutul u:eoution ot loJ18 run proJeote wh1oh WS.ll 

deYelop tbeir natural reeouroea &D4 nat1oaal eoonoa1ea, 

'l'o thie end, ettorte 111et be aade to •o.e rapidly nth 

the unral proJ ecte ot th1e type now belJ18 ooneldered 

bY th1e GoYern~~ent, 

I t ully underetand the poeiUon you hen taken that 
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in new ot all the aany oirou•etano .. inYolYed the lltab111-

~aUon l'und ehould not enter into operatione ot th1e .lt1n4 • 

.And I aleo real.be that you teel that you baYe •de a 

oo•1t•ent in th1a regard to tbe Senate and Bouee ~ 

and Ourrenoy Oo .. ltteea, Erente, hOWeYer, b&Ye •oyed 10 

rapidly in the international eituation and with poee1bili­

t1ee at auoh aerioue ooneequenoea, that I wonder whether 

you would not be w1111rig to oone 1der a reexaalnation ot 

theee •ttere 1n the llght ot preunt oirou.tano ... 

In any e•ent, atter you baYe bad tlae to th1nlt o.er 

th1e letter, and when you haYe a tree •o•ent, I would wel­

oc.e the opportun1 ty ot tallt1ng with you pereonally about 

the queat i on. 

Bel1e•• •e 

Your• very 

Regraded Uclassified
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-1· ·- - ' ~ 
' 

., - ' !»< ~ G'l..Y 

MU"\n 
~ 

D1ttd Mny 301 1940 

'" 0 ·.; 
>· Rto 1d 7 :55 p. M. 

Stortt~ry of St~tt 

·.~'tshington 

~8, ~Y so, 10 p , n , 

~~rktt 1n'E~ 221, 07 , Voluct 721 425. 

Tod~y 1 s ~'1' 1Ct 3 gtntr::l1y lowEr but o1•st~inEd 

'It closE f ortsh'ldOI11ng possiblE " IY'Iittd 1rJprovtot nt , 

SHOlES 

KLP 
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Stot•rtary or Stat£ 

~·aebington 

322, 1\ay 30, noon , 

OR.\Y 

Ooprnhagrn 

De. ted lo!ay 30, 1940 

Rto 1 d 7 :27 a , m, 

SuppltmEnt~"S bill to lle.nhb forEign exchangE 

oontrr :!. law passed by Parliamtnt on L!ay 2() rEprtsrnta 

mobil ! ~ation of all Danish forrisn rxohangt rescrvre 

by dto4anding that oonnnrrcial rnttrpr1su and all 

oitiztne domicilEd in Dmmark offer any 1\lrrign rxcbangr 

hrld by thcu htrt or abroad to tht National ~nk with 

compensation i n lle.n1sh kroner , 

In :too.., COilll!1trcr , 

AT:IER'l'O!I 

RR 
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l1A GRt.Y 

Pari a 

Dated May 30, 1940 

Rto'd 5 p . m. 

Scorttary of State 

Washington 

960, Hay 30, 6 p . m. (SECTION ONE) . 

FOR TilE TREASURY. 

As mcmjF~ of ~ staff d1aoussrd £7acuation plans 

316 

w1 th Pearce o1' th~ llat~onal City i:lank and St<!nt GCI'W\ n 

\

of the Guaranty Trust this aft rr.1"on. They said that .1 

dcoentrnli z ed schone had been evol ved oy the Ba~c of ~ancr 

and the Ministry of FinancE wh1oh prov~des c~at in the 

event of the cvso.1ation of Paris their vari~us s•ctions 

and departments arc to be soattn-td throUShout the area 

to the s outh and west of Vioey. ThE OUeranty, lolorgan 

and t he national City Bank have btm assign~d a ->hst£ .. .., 

at Cha!: .>l - Guyon Dcpartmmt de Puy-dr-Domt whO'! tb;. 

foreign exchangE office ia to be located. The ChasE Sank 

lfOuld be in the same neighborhood. The American banks 

would 3lso have representatives at Lt Puy. The Paris 

BoursE would be transferred to Vichy. Ptal!ot said that 

the National City bed started to acnd typtlfri tcrs, adding 

maoh1nea , ct cetera to the south ea hE felt that it 

would bt 1mpoasiblt to have any equi pment moved if an 

cvo.ouetion of Paris were ordered. 
B'OLLI'l'T 

KLP 

Regraded Uclassified



.;.rp 

Stortt'lry of Sta tt 

W::.shington 

GRAY 

P .. RIS 

Dntrd M;r 301 1940 

Rco 1d 6:10p. m. 

960, ll:y ~0, 6 Jllll (SECTION T':.~) 

A dtcrrr publisbtd in todcy's Journal Officicl 

out::.ints thE procrdurt to bt followed by French 

rtoidtnts in tht tvrnt that their stcuri•!ts crt 

lost or stolen bec'luse of thr war . In thl: c::>aE of' 

French bt~rtr securitiEs thE ownrr must stnd by 

registErEd Mil to tht m tity vthioh i s surd tht 

atour1t1ts a ctrt1f'1td atctrmrnt containing (A ) 

a full description of tht stour1tiEe1 (b) thE 

oircumat::.ncta under which they v trt lost or stolEn, 
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::.nd (C) ::. protEst : gcinat th£ d1v1dtnds or coupons 

bt1ng pnid to :>ny othtr person. .. copy of this 

at:\ tE!unt must :>.lso br sent to tht Bourse Stock­

brokers .\ssoci::.tion T'hioh <"111 thrn publish it in tht 

Bullrtin Officit l Dts Oppositions tor thE period of tht 

wor ::.nd in thE ye'lr following tht tErmin'l tion or 

hostilities . If thE stolen or loot atouritits wert 

dEpositEd in l b:mk thE o10ntr must furnish tht issuing 

tnt1 ty with tht dtposi t receipt rEcti vtd from tht 

b'lnk. 

a at-. tiXIt nt 
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-2- #960 !.hy 30 6 rl0 pm from P:>.r1 s 

A sto.ttmtnt s1m1lor to that drsoribtd tb ovt must bt 

sEnt to thE fisc~l ~gEnts in France cho.rgtd with thE 

servicing of foreign b£o.rtr atour1t1ta. 

KLP BUU.I'M' 
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ATP 

SEorEtar? of State, 

Vi~shington 

OR..Y 

Po.ria 

I:ntcd llay 30, 1940 

REo'd 4 pm 

960, Kay 30, 6 pm (SECTION THREE) 

A atcond eccrtt provides that bills of exchange, 

note a m d warrmts may b e protuted for t:•>n- '9C'.ymm t 

a ny time within a period or 1~ days following the 

datE on which they fell due . Ucretofort pro~r6ts had 

to be made not later than the day follow~ng tt£ date 

of l!l8tur1ty, 

In a note to intermediaries thE forEign exchangE 

OffiO£ stipulatES that thE d ECrEE rEquiring thE 

deposit of Amcrtcan and Can~dian acour1t1ra (stt 

tElq; .•am ll:> , ·,~.; . lo!o.y 21, 7 pm) 1a aloo s;:pli~ o.;,l~ ·.:> 

sEcurities issuEd in other forEign countr1Es r.1icu 

contain a clause providing for ~n optional ~ymcnt in 

.\merican or Caoo.dian dollars , 

Sank of Franc t statfmrnt for thE week md1ng May 

16 shows thot commerci al discounts increased sharply 

by 8 billi on fr3ncs , Thir t y d3Y advsncEa rosE by 1 1/2 

billion. The Treasury drew up to !ldVQnct account v:1 t)l 

the bonk to the extent of 3 1/2 billion francs , Note 

circulati on rose by 564 milli on franca to 3 tota l or 

166, 696 mi lli on, 
lbrkct 

• 
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< ...,-

rn' > 
'o - , . -. 

l 
I 

llo,y 30 , 1940 4pm 1'rom Paris 

,_ 
M~k&t dtcl1ntd al1@Ptly today. Rtntts lost on •o 

~Er~gc of 50 ctnt1mts , Most French stour1t1ts 

"' ~tg18ttt£d modtr~tt dtcl1nta, Intcrnot1onals wtrt 
rr 
'irrtgulnr, Sutz lost 470 :18 contrastEd w1 th :1n 1norta.u 
vl ' 
c.1' 100 Sb ytattrdoy'e trading • .., . 

(END IIESS.\GE) 

BULLITT 

KLP 
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Operator: 

H.l~.Jr: 

Operator: 

W1ll1am 
l!oReynolds: 

!!.M.Jr: 

!~oR: 

H.!: .Jr: 

l·'cR: 

H.M.Jr: 

!·!oR: 

H.!·!.Jr: 

~!oR: 

R.M.Jr: 

!l.cR: 

H. V. .Jr: 

!~oR: 

I! .V. . Jr: 

V.oR: 

I! . M.Jr: 

Go ahead. 

Hel.lo. Hello. 

l!a;r 30. 1911o 
~:08 p. m. 

He was on t here , Just a seoond. 

NcReynolds. 

Yeah. Hello l!ac. 

Lester Knudsen wanted to know if it would be 
possi ble t or h1m t o lee you at halt pas t five . 

No. It would not. 

Will you have any time t htl eveningf 

Well, I'm Just ebot, !~ao . 

Oh. 

Ah -- and 

Well, maybe 1t•s just ae well . We can wait. 

Oh, I tell you what I'd l ike t o do. Is he V1th 
you n.ov -- 1n t he room with you. 

Yea, I•ve go t the whole Commission in. 

Well, I mean, I'm Just completely shot, I mean, 
these fellows come down and •• •.•• 

Yeah • 

• •• .. • &h, what I'd l i ke t o do il to see you a t 
9 :00 o'clock Monday morning that's what I ' d 
like t o do • 

• • •••. t hat rar ott. 

No. I mean, I'm going on t he ?.ill to testify. 
Kr. Edsel Ford comes in a t ~:~5 tomorrow 
mol'!l1ng. 

321 
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!~oR: 

H.l1,Jr: 

HeR: 

H.M.Jr: 

~!cR : 

H. :t.Jr: 

J.!oR: 

H.lLJr: 

!·!OR: 

!L!! .Jr: 

~!oR : 

!!.l! .Jr: 

J.!oR: 

R.M.Jr: 

H.M. Jr: 

!loR: 

322 
- 2 -

Oh, I see. 

Tell them t hat Edsel rord at g:~5 tomorrow 
morning, 10 :00 o ' clock on the Hill and then 
Cabinet, but I'll be randy at 9:00 o ' clock 
!{oncl.s.y morning. 

Moncl.s.y morni ng, 0. ~ . 
bas1B . 

What? 

We' l l do it on tha t 

Ve•ll do it on t hat baste. 

Well , will he be in? 

Well, I don't know whet he r he'll be beck here 
then or not, but I' l l let you know, I'll ge t 
word to you as qu1olt ae he gets hls plans 
made here . I' ll got word to you •••• . • 

Do you ~ink I 1m making a miStake? I 1m r eally 
I'm compl etely sho t . 

No, no. 

What? 

That 's all r ight. 

Whet? 

llo , by all means. It' e ou1te all right. 'iell, 
you - - I • 11 ge t word to you t oi!IOrrow 1! he can 
be available on !!onday =orning at what ever t1e~e 

At 9:00 o'clock. 

o. lt. 

At 9:00 end you can - - Who ' ll come over here t o 
take th1B machine t ool thing ott my hands Honday? 

Vell , he • 11 either be her e or someone 
I think, I t hink he's planning-- I'll talk t o 
him about it and I t hink he planning t o be here 
tor both ot those appointments. 
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:!oR: 

ll . U. Jr: 

Y.eR: 

- 3 -

I eee. Well , I th1nk 1t ve•d start at 9 :00 

and then we can talk t hen V1th h1o, unless 

70u th1nk I •m lllak1ng a r.ll.atske. I 1m golng 

home and go to bed. 

Well , go ahead. 

All r1gbt. Good-bye . 

Good-bye. 
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TREASURY DEPARTMENT 

INTER O P'P'ICIE COMMUNICATION 

STRICTLY CONFIDENTIAL 
,,.ow Kr, Ooohraa. 

llr. X.ero;r-lleo.ul1eu, J'inaneial Counaelor of tho J'ro110h Eoobaooy, callod Oil • 
,-otorcloJ' at 3 p ,a, Be pn • ao11e i llfon:aatioll which hit OoTOruont had inter­
cepted 'Obicb hi tholl&l>t lli&ht be of uoe to uo in oontrolliac toroi&n aoooto hll4 
u tho tlnit od Statoo, I pooood thio illfonaUoll Oil to our co-ittoo Oil troollac, 
11beo w Mt 7"otorda7 eTOI1iJIC, 

Loro;r-Joanliou 410CUJiood with • tho quaoUon ot 41opooiac ot Allerican o ... 
curiUoo on thio arlcot oDCo the J'rench OoTOruollt bao tWohld. ito prooont pl.aA 
tor tald.n& OYor tiiiCh oocuritleo held 1>7 J'ro110h cith no, I pined tho 1Jiproooion 
that tho J'r.,..h would ba d.ooirouo ot followiac a pl.aA oillllar to thlt uplo70d 1>7 
tho llrlt ioh Clonl'JIIIOilt , porhapo utilhiac tho branch in lh• torll: ot tho Societe 
O..oral of J'raoco ao tho d.opooltory for tile oocurlUoo. 

lq Yioltor aolcod if w bad hoard tho report that Ruoolao aod G<orman couotor­
OJ~orto who bad boon oaployod -ral 70&rl aco 1>7 tho SoTiot in tho 

co•Lilt •ortol Uac operaUou 'Obich lnYolYed Dooolll>org ao4 otbero , haTo no" booll 
hired 1>7 t ho O.otapo to falolf7 .t.aerlOOLil l>aolc notoo. I t old hill that w hod ro­
ceind go oolp oo•o weko aco t o the effect that there might bo cOW>ter!eiUac 
ot .t.aerlcan currency ill Berlin, but that w had ol>talllo4 no eul>olaoUaUng 
nido110e tlloroot. ( I poooed thio illformaUo~> o~> to Chiof 1111oo~> 00110 nell:o aco 
'lObeD llr, Pil>t ODt lltutlo~>od to 110 the goooip horeiD roforre4 to.) Loro;r-lloaullou 
aolcod fur t her if I -• of the opinion that the O.....,o wro l>u:riac UP their o"" 
obHgaUono Ol> tho .t.aericaLil arket, Ro t hou,bt tho7 aight bo d.oiac thio in tholr 
wproM collfld.oDCo •• to tho outco• of the war, which Mturall:r ohould tan4 to 
illproTo Oeraan oocuritioo, 

llr, Plllotnt , J'lnaDClal Counoelor of the llrltloh labaoq, telephoned u thlo 
noo~>. llo atlco4 if S.crot&ry llorganthou bad lll41C&to4 t o • whothor he would bo 
rocopUn to .,. a;pproach b7 PlnoODt looll:lng t o tho borrowiac of dollaro apinot 
.&MrlOAA oocurltho bold b7 tho Brltloh authorltho •• collateral , I tol4 hill 
that I bad untionod tho oubject to tho Secret&rT 1n a n:ooranllwl. Pinoent h 
COD't'lDCo4 that tho J'reDCh will no" proceed toward tald.nl; OTor OTontl>all:r the 
.t.aerlcan oocurltho held b7 J'rcoh citlsou. llo o~oto Loro;y•lloaulieu to talk 
d1rect17 with llr, Q.1tfor4 next 11'0ek with r oopoct t o .11oano tor 41opooiac or IUOh 
aecurl tleo on thlo ~~arkot. Pinoent oaphao1oe4 tbt ~>oooooit;y of tile t 1f0 goTorn­
.,.nta t ollo'll'lac a co~DCn pl.aA of action, an4 •• of tho opi~>lon \bat the J'ro110h 
Pl.aA , an4 porhapo port of the •oh1Dery, 11'0uld bo identical with that of the Brlt loh 
&s far aa their N•• York operationa ar• concerned.. 

~~f. 
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PA!IAPIIR.UJ: or fiLmiiAil· RIOEIYD 

1'!1011: Aaa-1oan lAp. t.1on, La Pas , 

Dln:: llaT liO, lt40, e p,a, 

110,1 G 

$/ 
Bollrta. 

? ( 

I ban been requ .. t.ed b;, the 111D1eter for Fore1p 

Affaire to infona tho DOJ)AJ'taent b;r t.eliiSl'apb that the 

J'ederal. Jle~&rn Bank of lin York, u requ .. hd b;r 

Banlto lleroantUe and po11ibl7 b;r Banoo llaoional u 

part OWDere, ia bol41D& ap a abipMnt of gold w!liob 

arrind in lin York reomtl;r troa LoDdon, although the 

gold 1a for the aocoupt of Banco de Bol1rta and ordlra 

ban been 1aeuod b;r the Bol1rtan 0oYerD8ent for the 

return of tho whole lhipMnt to Bol11'1a 1mmo41atel.7 

•• a uat1onal aaeet, In a441tion, the 111n1eter etated 

that it wae the intention of the OoYtrnaent to return 

the pr1ntal;r-owned gold to t.ha oo•aro1al banke oonoerned 

upon ita arriftl in Bol11'1a, It 11 all~Std b7 the 111n1ehr 

that a 4ela7 in lbipMDt woul.d reaolt in loee to the OonrD­

•nt of Bol1rta; 1t ie hie bellef that interference 1n 

In York would not be ltgal. 

It 11 87 undU'etancJ! ~ that the Bol11'1an 111n1eter at 

111alh~ton baa reot1 nd inetruot.1one to internna and to 

aa.te an effort to baYe the abipaent releue4. I elq?rened 

to the 111n1ehr of rore1p Affaire 87 wU11DgDeee to tranlllit 

to 
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t.o t.be Depart.aent b7 telegraph ~ Jht. ot h1a re..n1• 

I ~d that, hownar, 1t. would aeea to be a Ju41oial. 

aaattv and I waa atra1d the Departunt. 'IIOUld not be able 

to 1nt.erTene, 

D .. patoh no. 2M troa the Legat.1on, dated Kay 29, 

1940, .. nt Tia air 111&11, oont.a1Ded a oo!lpl.ete, det.a1led 

report. on t.be e1 tuat1on and aot.1on b7 oolllllero1a1 banl:a, 

The underat.anM~ h that. 1t 11 del1red b7 o,_roial. 

banl:e 1n Bol1T1a to oonnrt. 1nt.o dol .lara 1n !lew York, and 

to 1nTeat. there, t.he1r al:lare ot the gold, rather t.ban 

hold 1t. aterUe 1n Bol1T1a where 1 t. lllight. be eeUed 

b;y t.be Gonrmac t. 

It. 1e alleged that the Gover1111ent. 1 e reaeon tor 

ret.urn1ng t.be gold 11 that., 1n v1tw ot t.be poed.b1l1t7 

t.bat. the Un1ted st.at.ee ~ enter t.be war, 1t. would be 

eatv 1n Bol1T1a, a1t.hough tear• that. eoae aot1on 

al.ght. be taken b7 ( t) toward& eabargo~ Banco Cent.ra1 
1 

• 

gold under eo• 1nterpret.at.1on ot t.ba loan oontraot. ot 

U29 aee• to han had eo•• 1nt1uenoe. 
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7&nrCONORESS H R 9966 So SJP.MIOlf • • 

IN THE HOUSE OF REJ>REl ENTATfVES 
llir 30, UHO 

Mr. l)o(r(urros introt:11.lad the follo..-ir _ _. bill: whtrh ••• rtferf!d 10 the: Com. 
nUtlet on Ways and Meant 

A BILL 
'l'o p1·ovidc for the OXJ)CUSCS of noliouol prctlO I'CtlllCSS by raising 

revenue nnd issuing bonds, to provide 11 method for pnyu1g 
for such bonds, wd for other purposes. 

1 Be it enacted by the 8e1Wie and Boo&e of Repre3enll.l-

2 UIIU of the United Stale& of A mmca in Ctmgr~ assembled, 

3 TITLE I 

4 SEC. I. SHORT TITLE. 

6 Tbis Act may be cited ns dHl Revenue Act of 1940. 

6 SEC. 2. INCOME TAX. 

7 Ohnptcr I or tbe Internal Revenue Oodo is amended by 

8 inserting after section 14 the following new section: 

9 "SEC. 15. SUPER-TAX FOR FIVE YEARS. 

10 "In the rose of any taxpayer, the amount or tax payable 
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1 under this chapter for any taxable year beginning after De- ) 

2 comber 31, 1939, and before January 1, 1945, shnll be 10 

3 per centum greater thnn IJ1e amount of tax whicb would be 

4 payable i£ computed without rcgnrd to this section. In no 

5 cnso sbnll the effect of this section be to inorcaso tho tax 

6 computed without regard to this section by more than 10 

7 11er centum of the dilTerence between tho net income and such 

8 tu. For the purposes of this section·, the tu computed 

9 without regard to this section shall be such ta.lc after the ap-

10 pliention of the credit for taxes provided in section 31, and 

ll the credit provided in section 32 for taxes withheld 1mder 

12 section 143 (a) or 144 with respect to tax-free oovcna.nt 

13 bonds." 

14 SEC. 3. RATES OF WITHHOLDING. 

15 Section 143 of the Internal Revenue Oode is amended 

16 by inserting at the end thereof the following new subsection: 

17 "(b) RATES UNTIL J.L'iUAJ!Y 1945.-For the period 

18 after June 25, 1940, and before Juuuary 1, 1945, the rates 

19 provided in this section and section 144 of 10 per centum and 

20 15 per centum shall be 11 per centum and 16t per centum, 

21 respectively. Tbis subsection nnd sectJoo 15 sbnll not apply 

22 in any case where its application would be contrary to any 

23 treaty obligation of the United States." 

24 SEC. 4. PERSONAL BOLDING COMPANI ES. 

25 Section 500 of the Internal Revenue Oode is amended 

) 

Regraded Uclassified



:! 

1 by inserting" (a) GBNEJ!.AL RULE.-" before the first para-

2 greph and inserting at the end thereof the following new 

3 subsection: 

4 "(b) SUPI:':R-TAX FOR FivE YEAI!S.-In the case of any 

5 taxpayer, the amount of tax payable undc.r this subchapter 

6 for any taxable year beginning after December 31, 1939, 

7 and before January 1, 1945, shall be 10 per centum greater 

8 than the amount of tax which would be payable if computed 

9 without regard to this subsection." 

10 SEC. 5. EXCESS-PROFITS TAX. 

11 Sootioo 600 of the Internal Revenue Code is amended 

. ( 12 by inserting "(a) GENERAL RULE.-" before the first para-

13 graph and by inserting at the end of such section the follow-

14 ing new subsection: 

15 "(b) SUPER-TAX FOR FlVE YEARS.-In tho ease of any 

~~ taxpayer, the amount of tax payable under this section for 

17 any income-tax taxable year ending after J une 30, 1940, and 

18 before July 1, 1945, shall be 10 per centwn greater than 

19 the amount of tax which would be payable if computed with-

20 out regard to this subsection." 

21 SEC. 6. CAPITAL STOCK TAX. 

22 Section 1200 of the Internal Revenue Oode is amended 

28 by inserting at the end thereof the following oew subchapter: 

24 "(c) SUPER-TAX FOR Flvs YBABS.-For the year end-

26 ing JUDe SO, 1940, and for the four succeeding years ending 
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1 J une 30, tl1e rntes Jlro,·idcd in sub~cctions (a) and (b) shall 

2 bo $ 1.10 in lieu of $1." 

3 SEC. 7. ESTATE TAX. 

4 Chapter ill of the Internal Rc,•enuo Code is amended 

5 by inserting nt the end thereof the following Mw subchapter: 

6 "SUBCHAPTER C-SUPER-TAX FOR FIVE YEARS 

7 "SEC. 951. SUP ER-TAX FOR FIVE YEARS. 

8 "In the cn~e of a. decedent dying after the date of tl1e 

9 enactment of the Revenue Act of 1940 nnd before the expira-

10 tion of th·o years after such date, tho total amount of tax 

11 payable under this chapter shall bo I 0 per centum greater 

12 tbnn tho amount of tax which would be pnyoble if computed 

18 without rcgnrd to this section. For the purposes of this seo-

14 lion, tho hLx computed without regnrd to this section shttll 

15 be such true ttftcr the applicotiou of the credits provided for 

16 in section 813 and section 936." 

17 SEC. 8. Gl FT TAX. 

18 Section 1001 of the Intemal Revenue Code is amended 

19 by adding ftt the end thereof the following new subsection: 

20 " (d) SUPiltt·TU FOR l 94Q-l945.-Despito the pro-

21 visions or 811 bsect ion (a) -

22 " (1) The tax for onch of the co leodnr years 1941 

23 to 1945, both inclusive, slmll be an amount equal to 

24 the excess of-

25 "(A) llO per centum of a tiL'{, computed in 

' ' . 

) 

) 

I 

' 
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4 

I) 

6 

7 

8 

9 

10 

11 

I c 12 

lS 

14. 

l:S 

16 

17 

18 

19 

20 

21 

22 

2:.1 

u 

5 

acoordance with the Rate Schedule hereinbefore 

set forth, on the aggregate sum of the net gifts 

for such calender year nnd for each of the pre­

coding calendar years, over 

"(B) 110 per centum of a tax, computed in 

accordance "~th the said Rato Schedule, on the 

aggregate sum of the net gilts lor each of the pre­

ceding calendar years. -" (2) The tax for the calendar year 1940 shall be 

the sum of (A) the tAx computed under subsection 

(a), plus (B) an amount which bears the same ratio 

h> 10 per centum of the tnx so computed as the nmount 

of gifts made after tho duto of tho onnctment of this 

Act bears to the total umount of gifts n11ulc during the 

year. For tho purposes of this llflmgmph, tho term 

'gifts' does not include gilts whiuh, ttntlcr section 1003 

(b) (2), urc not to oo included in computing the wwl 
amount of gilts made during the year, or· gilts which, 

in the case of a citizen or resident, are nllowed as a 

deduction 'by section 1004 (a) (2), or gifts which, in 

the case of a nonresident not a citizen of the United 

States, are nllowed as a deduction by section 1004 (b)." 

SEC. 9. TAX ON TRANSFERS TO AVOrD INCOME TAX. 

Section 1250 of the Internal Revenue Code is amended 
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1 by inserting" (a) GE:>'ERAL UULE.-" before tho first para. 

2 gmph a.nd inserting at the end thereof the following new 

3 subsection : 

4 "(b) SUPER-TAX FOR FrvE YEARR.- In the case of any 

5 transfer during the period beginning on the do.y following the 

6 date of the enactment of the Ucvenue Act of t 940 nnd before 

7 July 1, 1945, the rate provided in subsection (o) shall be 

8 271- per centum in lieu of 25 per centum." -9 SEC. 10. CONTINUATION OF EXCISE TAXES. 

10 Sections 1801, 1802, 3403 (f) (I), 3452, 3460 (a), 

11 3465, 3481 (b), and 3482 of the InternoJ Revenue Code, 

12 n.~ amended, are amended by striking out "1941" wherever 

13 appearing therein and inserting in lieu thereof "1945". 

14 SEC. ll. ~DSCELLANEOUS EXCISES. 

15 Tho IntcrnoJ Revenue Code is amended by inserting at 

16 the end of chapter 9 the following new chapter: 

17 "CHAPTER 9A-SUPER-TAX FOR FIVE 

18 YEARS 

19 "SEC. 1650. SUPER-TAX FOR FIVE YEARS. 

20 "In lieu of the rates of the tax specified in such of the 

21 following sections of this title as nrc set forth in tho following 

22 tnblo, tho rates npJllicablc with respect to tho period beginning 

23 July 1, 1940, and ending June 30, 1945, shall be the rates 

24 therein set forth unde.r the heading 'Super-tax Rate': 

• -
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1700 (b)........ Box ... 1.1..................... 10 pm>ont. II -·· 
1700 (e)......... Saloo out.oide box office......... 10 percent. II percent.. 
1700 (e) •••••• • •• Cabaret •••••••••••••••••••••• Ill e<>nt.a •• 2 .. nt.a. 
17 10 (a) (1) ••••• Du ...... ..................... 10poroont. II poreent.. 
1710 (a) (2) ••••• lnitiotion Ices __ _____________ __ 10 peroont. II peroont. 
1801 •••••••••••• Corporalesoo<>rit ics • ••• •••••••• 10 e<>nt.a ••• lloenl&. 
1802 <•>--------- ()Apital slock ••••••••••••••••• 10 ctnt.a ___ u .. nt.a. 
1802 (&)-- ----- - - Capital stock.. • • •••••••••••••• 2 ctnlo •••• 3 cent.a. 
1802 (b) •••••.•• Capitalalock.. •••••• • • •.••• .•• • otnt.a •••• 6 ocnt.a. 
1802 (b) ••• ..••. Capitalalock.. ••••••••••••••• 6 ctnlo •••• 6 ctnt.l. 
ISO. •••••••••••• lnoun.nce policies ••••••••••••• 3 ctnt.l .••. • etnt.l. 
1806--------- - -- P-• tioket.a __ _______ _______ $1 ••••• • •• SI.IO. 
1806 •••••••••• •• Puaage ticket.a ______________ __ $3 •••••••• $3.30. 
1806 •••••••••••• Puaagetieket&. ••••••••••••••• $6 •• • ••• •• $6.50. 
1860 (a) ...••.••• Sale-<lepooit box ............... 10 pm>ont. llpm>ont.. 
2700 <•>--------- Pilwband revolv.,.. ___________ 10 percent. II percent.. 
3250 (a) (1) ••••• Whol ... lorsin liquor ______ __ __ SIOO •••••• $110. 
3260 (b) •.••...• Rotailcro in liquor •.• •••••••••• $2~------ - $27.50. 
3260 (o) •••••• ••• Brewers ..... ..•.••••••••••••• $100 •••• • . SilO. 
3260 (c) ••••••••• Brewers •.•.•••••••••••.•.•••• $60 ••••••• $55. 
3260 (d)-- ---- -- Wholesalers in malt liquon ••••• S60 •••••• • $65. 
3260 (o) ••••••••• Retoilors •• ---- ---- - - --······· $20 •••••• • $22. 
3260 (o) (3) •••• • SJ>ociolcascs •••••••••••••••••• $2 •••••••• $2.20. 
3260 (I) ( 1) ••••• • R-ectifiers ..••••••••••.•••..••• $200 • ••••• $220. 
3260 (I) ( 1) •• •••• Rectifiers •••••• • • •••••.••••••• $100 •• •••• $110. 
3250 (j) •• •• ••••• Stills •• ----- -----------······· $50------- S55. 
3260 (j) ••••••••• StiUa..------------·-··------- $20 ••••••• $22. 
3400 (1) ••••••••• Tires---- ----- -------- ------- - 21< ocnt.a •• 2Keent.a. 3•00 (2) ______ __ _ Tubes ___ ____ ____ _____________ 4 cont.a ____ 4Jicent.a. 

3401 ••••••• ____ • Toilet preperoticllll. __ • •• •• • • • • 10 percenl . II percent.. 
3403 (a) ....• ...• Automobile Jruck cba,..;., etc •• • 2 percent •• 211 percent. 
3403 (b)........ Automobiles • • _ • ••••• -----.... 3 perctnt.- 3)1 pen:ent. 
3403 (c) •••••• __ Part•- - - -----------------···· 2 percent •• 2llpcrctnt. 
3404 •••••••••• •• Radi<l& •••• ---- ------ -····---- 6 pcn:ent •• 6)1 perctnt.. 
3405------------ ~le<hanical rclrig1>rawrs •••..••• 6 percent • • 5)1 percent. 
3407 •••••••••••• Firearms •• ------------- -- ---- IOpcretnt. llpen:ent.. 3409 •••••••••••• Matches ______________________ 6 w1t.a •••• 611 centa. 
3411 •••••••••••• Eledrical energ)'---- ---··----- 3 pcretnL 3)1ptrOOnt. 
3412-----·------ GMOiine •• - -- ------··--------- I cent •••.• IJ' centa. 
3,.13................ ..... .. l,.ubrieating oils. .......... ........ ........ • etnt.l. .... .. 4}C eent.a. 
3460 (a) ( 1), (2), Trauspor!At ion ol oiL ••••••••• 4 pc•rcent •• •l' pcrecnt. 

lllld (3). 
3481 (a) ••.• ---- Tranalerol bonds •• •• ---- ----· 4 e<>nC. •••• 5eent.a. 
3482 ........................ Convuyanecs ...... ... .... ................... 60 cantA ..... 6.5 cant.&." 
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1 SEC. 12. AD~IISSIONS TAX. 

2 Section 1700 (a) (1) of the Internal Revenue Code 
' 

3 as amended, is amended by striking out "until July 1, 1941, 

4 is less than 41 cents" and inserting in lieu tboreo[ "until 

5 July 1, 1940, is less than 41 cents, and after June SO, 1940, 

6 nml before Ju ly 1, 1945, is less than 31 cents" ond by strik-

7 ing out "is less than 41 cents, until July 1, 1941" and insert­

S ing in lieu thereof "is less than 41 cents until J uly 1, 1940, 

9 and is less lhau 31 cents after June 30, 1940, and before 

10 July 1, 1945". 

11 SEC. 13. TOllACCO, SNUFF, CIGARS, AND CIGARETTES. 

12 Subchapter A o[ chapter 15 of the Internal Revenue 

13 Oo<lo is amended by inserting at tho cod thereof tho follow-

14 ing new sections: 

15 "SEC. 2004. SUt>Elt-TAX FOR FIVE YEARS. 

16 .. In lieu o[ the rates of the tnx specified in such of the 

17 following sections of this tille us nrc set forth iu tho following 

18 table, the rates applicable with respect to the period begin-

19 Ding July 1, 1940, and ending June SO, 1945, shall be the 

' . 
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1 rates therein set forth WJder tbe beading 'Super-tax Rate' : 

.. _ 
Doocriprioo ol \U Okt ra\41 Su'*"'tu rate. 

2000 (a) (!) ••••. Snuff ••••• ••••••••••••••••••• 18 ccnu. • •• 21 cents. 
2000 (a) (2) • • ••• TobACCO .....•...••••••••••••• 18 ... nto . •• 2 1 cente. 
2000 (b) - ••••••• Snuff Oour ........... . . . . . . •.. 18 contil ••• 21 eonto. 
2000 (o) (I) • •• • • ~gars ..•••...•.••••••••••••. 76 ecnta ••• 87l! cents. 
2000 (o) (1) ••••• Cigan .•• •••••• • •••••••••••••• $2 ••••••• • S2.33K. 
2000 (e) (1) ••••• Cigoro .•••• • • • • • •••••••••••••• $3 •••••••• $3.60. 
2000 (o) (I) ••••• Cigaro ••• •••• • •••••• • • •••••••• ~--······ ~-83K. 
2000 (c) (1) ••••• Cigano . . • ••••••••••••••••••••• SI0.60 •••• $12.25. 
2000 (c)(! ) ••••• Cigaro ... --- - - - - -•. ------ ••••• $13.60 •••• $15.75. 
2000 (e) (2) ••••• ~rett<e •••••••••••••••••••• $3 •••••••• $3.60. 
2000 (c) (2) ••••• Cigarettes •••••••••••••••••••• $7.20 ••••• $8.40. 
2000 (d) •••••••• Cigarett" paper ..... . . ........ K cont •••• Jl, ....,~., 
2000 (d) •••••••• Ciguetta paper---- ••••••••••• 1 cenc. . . ... ll( cent.o. 

2 "SEC. 2005. FLOOR STOCKS TAX. 

3 "(a) FI.OOR STOC'KS 'l\\X.- Upon oll tbo articles suir 

4 jrct to hlx under subsection (o) , (h), .,,. (c) of section 

5 2000 which on July 1, 1940, ore held by any person for 

6 sole otherwise tbon in retail stock.•, thoro sbull be levied, 

7 cullccted, 1111d 1mid a floor stiK'k~ tax nt 11 mtc equal to tbc 

8 increase in nile of tax made npplit1oblo to such articles by 

9 section 2004. 

10 " (b) RETURNS.- Every person required by this section 

11 to pay any floor stocks tax, under such regulations as the 

12 ()ommir;.~ioncr with the approval of the Secretary shull pre-
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1 scribe, shall, on or before August 1, 1940, lnllke a retmn 

2 1111d pay such tax. 

8 "(c) LAws APPLtO~:BLB.-All provisions of law, in­

{ eluding penalties, applieahle in respect of tho ~xes imposed 

6 by section 2000 shall, insofar ns applicable 1111d not ineon-

6 sistcnt with this section, be applicable with respect to the 

~ Boor stocks tax in1posed by subsection (a), except that in 

8 the esse of articles held by IDftllufacturers t.nd importers the 

9 Commissioner may collect the tax with respect to all or part 

10 of such articles by means of stamp mtber than return, and in 

11 such case may make an assessment ngninst such manufatr 

12 turer or importer having tobo.cco tax stomps on band Jnly 1, 

13 1940, for the difference between tho amount paid for such 

U stamps and tho increased mtes specified in section ?.004." 

15 SEC. 14. DISTILLED SPIRITS. 

16 (a) Sect.ion 2800 of the lntemal Re,·enue Code is 

17 amended by inserting at the end thereof the following new 

18 subsections: 

19 "(g) Sui'ER-Tax FOB FtVE YBABS.-In lieu of the 

20 mtes of the tax specified in such of the !opowing sections 

21 of this title as arc set forth in the following ~blo, the mtes 

22 applieablo with respect to the period beginning July 1, 

23 1940, and ending June 30, 1945, shall be the mtes therein 

2t set fon h tmder the beading 'Soper-tax Rate': 
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- DMQ!poloe "' ... Old .... au.,......._ 
2800 <•> <•>----- Diolilled spiri 16 fl"'onl17- - - •• - - 12.24----- IS. 

2800 <•> <•>----- Brand~ __ ______ ------- _______ 12------ -- 12.74. 
2800 <•> (3) ----- Imported perllllDel. - --- -------

$2.26 _____ u. 
2800 <•> (6) -----

lteenfying ______ ___ ____ ____ ___ 30 ..... ___ •o cent.. 

1 II (h) FLOOR Srooxs T AX. 

2 11 
( 1) Upon all distilled spirits produced in or im-

3 ported into the United States upon which the internal-

4 revenue tax imposed by law bas been paid, and which 

5 on J uly 1, 1940, are held by any persen end intended 

6 for sale or for use in the manufacture or production of 

7 any article intended for sale, there shall be levied, 

8 assessed, collected, and paid a floor stocks tax of 75 cents 

9 on each proof-gallon, and a proportionate tax at a. like 

10 rate on all fractional parts of such proof-gallon. 

ll 11 {2) Every person reqnired by this subsection to 

12 p&y any floor stocks tax under such regulations as the 

13 Commissioner, with the approval or the Secretary, shall 

14 prescribe, shall, on or before August 1, 1940, make a 

15 return and p&y such tax. Payment of the tax abown to be 

16 due may be extended to a. date not later than February 1, 

17 1941, upon the filing of a. bond for payment thereof in 

18 such form and amount and with such surety or sureties 

19 u the Commissioner, with the approval of the Secretary, 

20 may preecribe. 

Regraded Uclassified



12 

1 "(3) All provisions of law, including penalties, ap-

2 plicable in respect of intemal-revcoue taxes on distilled 

3 spirits shall, insofar as applicable nnd not inconsistent 

4 with this subsection, be applicable in respect of the floor 

5 stocks taxes imposed hereunder." 

6 (b) 'l'ho third paragraph of section 2887 of the Internal 

7 Revenue Code (relating to drnwlmck 011 diotillcd spirits) is 

8 nme11ded hy l'triking out "hut ~ball not cx~-ccd a rnte of $2.25 

9 (or, in the case of brandy, $2)" and inserting in lieu thereof 

10 "but shall not exceed a rnte of sa (or, in I be case of brandy, 

11 $2.75)". 

12 SEC. 15. WINES AND FER~1ENTED LIQUORS. 

13 Chapter 26 of the IntcnwJ Rovcnue Code is amended by 

14 inserting at the end thereof the following new subchapter: 

15 "SUBCHAPTER F-SUPER-TAX FOR FIVE YEARS 

16 "SEC. 3190. SUPER-TA.X FOR FI VE YEARs. 

17 ··In li~u of the rnles of the tax specified in such of the 

18 following S<•clious of this title as arc set forth in the follow-

19 ing wblo, the rates applicable with respect to the period 

20 beginning with the day followiug the dntc of onnctmeut of 

21 tho Uovenue Act of 1940, und ending Juno SO, 1945, shall 

22 bo the rates therein set forth under the beading 'Super-

23 tax Bate'; 
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13 -- o-rip<loecl.lu Old ...... a..,....... ..... 

3030 (a) (I) (A) •• Still wines .••••••••••••••••••• 6 ct.nt.. ........ Ooento. 
3030 (•) (I) (A) •• Still win ...................... 10 c.nt.t ••• 12 oooto. 
3030 (a) (I) (A) •• Slill wines •••••••••••••••••••• 20 e<nt.l . •• 24 eento. 
3030 (•) (2) ••••• Sptu"kliug wines ...•••••••••••• 2,Kcent.l ••• 3 eenta. 
3030 (a) (2) • •••• Splll'kting wine•--- •....•...••• 1 ){ ccnt.t .... I" coot&. 
3030 (a) (2) ••••• Liquors, cordials, etc. __ .. ........... 1 Y. con to • •• I )j ocnto. 
3031 (a) ••••••••• Fortification of wince ............. 10 cent.a ••• 12 cenl.l. 

3160 <•>---··-··· Fermented liquon~ ••••••••••••• $$ •••••••• S6." 

1 SEC. 16. PLAYING CARDS. 

2 Section 1807 of the Internal Revenue Code is amended 

3 by inserting " {a) GENERAL ROLE.-" before tho fmt para-

4 graph and inserting at the end thereof the foUowing new 

5 subsections: 

6 , "(b) Sm•£R-TAX FOR Fn'E YlMRS.- In lieu of the rote 

7 of lAX specified in subsection {a), the mto of tax for the 

8 period beginning July 1, 1940, and cndi11g June 30, 1945, 

9 sbnU be 11 cents. 

10 "{o) FLooR STocKS Tax.-Upon aU tbo articles sub-

11 ject to tax under subsection {a), which on July 1, 1940, are 

12 held by any person for sale otherwise than in retail stocks, 

13 there sbaU be levied, coUccted, and paid a. floor stocks tax 

14 at. a. rate equlll to the increase in rate of tax made applicable 

15 to such articles by subsection (b). 

16 " {d) R.ETURNS.-Every person required by subsection 

17 (o) to pa.y any floor stocks ta.:~, under such regulations as 
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1 the Commissioner with the approval of the Secretary shaJJ 

2 prescribe, shall, on or before August 1, 1940, make a return 

3 and pay such ta:L 

4 "(e) LawsA.PPLIOABLE.-All provisions of law, inclnd-

5 ing penaJties, applicable in respect of tho taxes .imposed by 

6 subsection (a) shaJJ, insofar as appJjcablo and not inoon-

7 sistont with thjs subsection, be applicable with respect to 

8 tbe floor stocks tax imposed by subsection (b) ." 

9 SEC. 17. CREDITS ON TAX ON AUTOMOBILES. ETC. 

10 Section 3403 (e) of the Internnl Revenue Code is 

11 amended by adding at the end thereof the following new 

12 sentence: "~ith respect to the period beginning July 1, 

13 1940, and ending June 30, 1945, the rates of the credits 

14 above provided shaJJ, in lieu of 2 per ocntum and 3 per 

15 centum, be 2t per centum and 3t per centum, respectively.". 

16 l'ITLE II 

17 SEO. 201. The Secretary of the Treasury shaJJ, as soon 

11! as practicable after the end of each quarter, determine the 

19 additional amount of taxes collected attributable to the in-

20 creases in taxes made, and to tho floor stocks taxes imposed, 

21 by tho amendments to tbe Internal Revenue tlode in title I 

22 (not including the amount of taxes attributable solely to 

23 section 10 and not including any amount collected under 

24 section 1700 (a) (1) attributable to a basic admission 

25 charge of more than 40 cents) of tbjs Act, and the amounts 

• 
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1 80 determined shall be set aside as & special fund which 

2 shall be &vailable for the retirement of any of the obli-

3 g&l.ions issued punmant to the &Uthority oont&ined in section 

4 21 (b) of the Second Liberty Bond Act, &a amended. 

5 Boo. 202. Section 21 of the Second Liberty Bond Act, &a 

6 amended, is hereby fnrt.ber amended by inserting" (a)" after 

7 "21." and by adding at the end of such section a new para.-

8 grapb as follows: 

9 "(b) In addition to the amount authorized by the pre-

10 ooding paragraph of this section, any obligations authoriud 

11 by sectiODB 5 and 18 of this Act, &a amended, not to exoeed 

12 in the aggregate $3,000,000,000 outstanding at any one time, 

13 less any retirements made from the special fund made a.vail-

14 able under section 201 of the Revenue Act of 1940, may be 

15 issued under said sections to provide the Treasury with funds 

16 to meet any expenditures made, after June SO, 1940, for the 

17 national defense, or to reimburse the general fund of the 

18 Treasury therefor. Any such obliption.' 80 issued shall be 

19 designated 'National Defense Series'." 
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fy~ o/lvz ~~~ Jwt:~q . ......, 
la Ida bwlc•t Mauco ot 1-rt J , 194<>, tbo Proald•t antlol- /"<> 

pate4 tor U.. tieoal :roar 19111 u e:ooeea ot npeMit,..... o ... r ao.-1 

recolph ot .2,176, 000,000. a.OOTort ot uoeaa oepltel tlm4e tJooa 

a..-t oorporetlou _. oat'-ate4 at .700,000,000. !be Prea14•t 

reo_.,.Ae4 tbat ~.()90,000 a441Uoaal tazH \e 1.8poae4 to ocwar 

-rc•IIC7 aatloaal det ..... •-4ltvea. !bla lett.,. •Uolpate4 

dotlclt of t1,716,000,000 to be t••••oe4 b7 borrowiac . 

Slnco tbat tiao .... nta ban talton place that aate nocouart 

eliPOI1d1tveo tor naUoaal dateao tbat tar oxcoe4 tba -ta pro­

Tided for in U.. 1941 bud(et. Oo tho b&alo of opproprlatlon billa 

whlcb ban paaoe4 ... oro - ptlll41llc , tba t'rouUrt and tho Burton 

of tbo JNd(ot oatia&to that tbo deficit tor tbo tlocal :roar 19111 will 

amo1111t to $), 70),000,000. !be borrowiac power now r.aintnc under tbo 

uloUQC debt 11alt lo tl,97J,OOO,OOO, In the llpt of tbo oJ;tra-

thh borrowiac po-r will be OMplot&l:r ox!lanatod b7 tho and ot 

ftbi'U&l')' and tho worltlnc b&lanoo of tbo !l'reatnU7 will be onl7 

$6oo,ooo,ooo. At:Uoa to protect tbo poaltlon of tbo 1'r0UU17 COIIIlOt 

o&fol7 be pootpone4 until tbo ao:rt uulon of Co,rou, oopocl.all7 

la a crltioal period oud> aa tldo. 

!be 'fr......., 100rlcillc b&laDOO 1a IIOW appro:rill&t&l:r $1,200,000,000, 

It would be undoalrabla to roduco tbo b&laDct .ucb below tbh lft'ol . 

!'be Mint-- of a wrkinc b&laaco of prooaat proportlono baa 

onable4 tbo 'froaourt \o oaU aa,jor n,...cl&l cporetlono at a u-

""""' aarkot oo..Utloaa waro Mt taTorablo.., b;r •ltillc for aoro 

faTor&lllo aaztc.t ooa4.1Uona to aaTO a croat deal Of IIODIIF la latoroot , 
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!lhon Ylowod from the ot6N!pol11t ot tho inouranco and tiG&Dclal aoeurl t7 

Whi ch n l argo Troaoury bftl&Dco baa ntfordod, tho intoreat coat on 

~reaaury billa ia1ued to craate &nd continue the balence bat been a 

chop pr .. l\101. 'l'ho a&intoD&nco ot a bsla.aco approrl8atlng tho pr .. ot 

one lo di atlnctly ln tho lntoroata of oconQOJ and financial a traacth 

and 1a oapoclally to bo doa irod i n t bo troubled world of t odDy . 

It jose oooetlaoa been urce4 that tho £Old au eta of the a tablUu-

~ 2J 

' len t\1110! be uud to !1DODCO current opernUona and tiNa to reduce or 

el1~1~ato borrowing tor a tt... It waa cleerly not conttDpl ated at the 

tl~e the poworo ln tho Gel d Reoer-.o Act wltb respect to tho Stab111•atlon 

!\!lld wero ext ended that 1 to col6. auoto ..,ulcl be uoed to IO&Gt current 

expec~itureo . I bavo repent odly aclv1aod tho Congrooo that $1 , 800, 000, 000 

of thlo f'ulld 1a etlll held l n the foro ot c olcl ancl that thoro h no 

intEntion of uo1ng that golcl tor ~ purpoco other tha.a to meet 

StabUioatlcn l'I.IDd r e<!ulrocento. In Ylew of t he preoent wcrlcl al.tuatlcn 

tto pr ooent 1o obvi ously not t he t1me t o cll• e••t the aooot o troc tho 

Stablll •ation Fund . 

tho orclorly !1nnnclnc of ?oderal oxpolld1tur .. oxpa.adocl ae tl::oy 

ore by emer~o~ expenditure• !or national defene~. r~uirea proviaion 

of additional tax•• or an l ncreaoo in t ho 11mlt on the national debt . 

I n QJ ju~ent , both atepa ahould be taken. 

I .., COI1Yincad that tho pul>lle 1a willing &Dd ready t o "ceept tho 

peroonal oaerltice• of pa¥1~ t bo a~lticnal taxoa that are neeeaaary 
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to proYl4e \he _,1'7 wltb 114..-at• oaUOIIAl uf.... !o raiee tllle 

del>\ Ualt wiu.ooat lAareubc '- ..U -• \M ~ell' 

errouou lllprHiloa \bat 114..-h uf-• .., 'be prwUe4 wt.t!looat 

a441U~--. 

.... to ·­
h bpoeed. 

t ile u bt 11.au 

late operaUoa 

.,... .. ~,­
-.-•• etteoh t a u .. - w 

..-14'be-

&114 tile 

... \be tu 

to niH 

• It 1e 

·-.:..--- tJP&• of tu. to 'be - 1 

l eball 110t 41eoue \ba tu 'blll tbat le before 7ft fltr OODel~ 

Uoa. Oll4er horeto.J7 JaU &114 .Uolataat laore\&17 hlll.,.. ara llare 

to co l.ato ftl'i- aepeota of \be 'bUl 1t 7ft 4ealre U. 

\be PI'•• ...... 
- .u:lJII. 

opo1141t ...... llll"''!ll 

-~ft-oolJIIC - I T ut .. a 

l 'ball ... \bat ,.._ ot \ba 11111 
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RJO AIR BXPAilSIO~ PROGRAJ.I 

Preeent : 

Younr;: 

H. 14. Jr: 

Young: 

n. !I.. Jr: 

Youns: 

H. II . Jr: 

r~;ead: 

Nr. Young./ 
Mr. !4e&d I 
lolr. vaughan~ 
Mr. Foley J 
lolr . Kadea ' 
Captain KrauaJ 
Mra. Klotz 
Ur. Gordon' 
As soon as Ill's . Klotz comes -- General Marshall 
and Su:nner Wells are going to be here at 10:00 
to see whet we can or cannot give the All ies, 
see. At that time, if you would have all t he 
pieces or paper together, those variouc things 
they want , including tha t stuff they wanted fl'OI!I 
the Navy, see . They can't ge t the destroyers 
but there were those apeed boats which I think 
they could get. 

T~t you would like would be a straight out and 
out 11at of everything they have aoked for from 
the Army and Navy. 

Have it all together, organized for me. You 
know what I am talking about , for Purvis. 

You mean like that A, & C atuffT 

Yea, but then -- but get everything together, 
including what they gave me yesterday. 

Ia Purvla coming 1n at l O:OOt 

I tried to get hie. They aa1d he was 1n 
Tlaah1ngton. I thoug)lt he could go - - I t hourh t 
he could be here at l OtOO and we could get a 
yea or no . Aa aoon aa Wra. Klotz comea, you 
get that atuf f, 

Shoot. 

All right . On this agreement t hing, I called 
Wright and Pratt ,, Whitney Company and told 
them what I thought we were trying to do and 
they oaid sure, they 10 uld be willing to den 
a blanket agreement juat like the Tlright Company 
would , eo I sent 1t to the hotel and had them 
oome 1n tbls morning ao they could be going over 
1t and aee 1f 1t 1a all right , but I tblnk I can 
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H. M. Jr: 

Foley: 

llead: 

fl .tt.Jr: 

!.lead: 
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make them do that all right and then we will 
have an agreement fo r three yeara plue an 
extension for a IV model, but it 1e not written 

the way I thought you wanted it to be. I 
thought you aaid the Government waa soing to 
have a l i eenee, but th1a 1e the1.r lieenae 
between the originator or the engine and aueh 
manufacturers aa we would approve and they 

chooee . 

Tha t 1a What I aaked f or. 

(Mr. Foley entered the conference . ) 

Well , you wanted th1a f or the Government. 

That wae what I wanted. Here ia Foley now. 
Foley, what I asked for and evidently I haven't 
got it, I wanted a 11canae from the engine 
company to the United Sta t ea Government and the 

United States Governaent to iaoue i t to who­
ever it wanted to. 

Well , it 1an't that way. 

But that 1e 'llhat I a sked for. It ahoul.d be 

that way. 

Other than that I haven't bad t1rte to eee 
Ur. lloyd. I have got the Wright Company -- the 
Pratt ~ Whitney Company to agree tentatively 
that they will go right along w1 th us on a 
standard form, ao if you can chana• it to ~e 
it to the Governmen t , we are all set to talk to 

them and I have aent copies up to the hotels, 

ao if you 'ld.ll -ke new onea, if you 'ld.ll ~;iva it 
to my man Broom, I will get it up there. That 1a 

point one. 

You aee, that ia why I have my General Counael. 

You are quite right . Did you get my message 

yesterday talking about Lauchlin currie' 

(Mr. Poley left t he conference . ) 

Yea , Foley told me. 

You know he ia t he fellow -- in the firs t place, 

he 11 Adm1n1atrat1ve Aaaiatant to the Preaident. 

Just to give you a minute - - this 1a important --
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he tried eve~/ way po~siblo to force ?l oyd 
Odlu:11 on me , every wa y. Well , I refused to 
t ake him and the President said I shouldn't 
tel< e him. '!hen h e has been a tudying day 
and n i Jht , rack i ng his bra!~ you see. Curr ie 
is smart. Then he wayla ys me in the Whi te 
House and says he wanto to of fer his services 
in the engine th i n! and he has t alked w1 th 
Floyd Odl um a nd they could do so and so. I 
said , "Wait a minute . I t hank you very much, 
but I am advised b;; :Jr. IJead and lolr . Fol ey I 
don't need any more help. !low ploase get 
that. • !.!ost likely he is t hlnkinc that he , 
Currie, because he is Administrative 
Assistant to the President bet t er bo "Curri ed" 
too and I don 1 t want him to ba ve anything to 
do w1 th i t and I don' t want Ployd Odl= sit t1ng 
in it, do you? If you reel ~oth Pratt & ~~ 
1·.1\i tney -- but I think 1 t 1a just Guy Vaut;han -c,.~"' ~ 
I am not .;o1n.:: to have Currie ml x 1nc into my -.\' ~ 
affairs . 

Well, ! know Guy well. 

Just tell him he is Vlnst1ng his t i ne if he 
thinks by playin~_. around with Lauchlin Curri e 
he 1 s goi ng to get anywhere . It j us t annoys 
me. 

Now, I want to get two or three essenti als. 
I have been working on this most of the ni,;;ht . 
tie can 1 t talk 1ntelligentl :r unless we a re sure 
to agree . I have put d own these t hree 
fUndaoen~l t hings . 

First, that we want to accelerate production 
to the maximum rate a a fast as ~e can . 

Item 2, we want necessary additional produc­
tive capacity to be secured west of the 
counta.ins , i n o ther words , no t any more east , 
using existi ng faci l i ties where possi bl e and 
avoiding concentration. Now, I got t~orriod 
about that because we are put ting everything 
in Detroit and I don ' t aoe why 1n t he devil 
t hoee fellows can ' t sell tanka and trucks and 
l e t us spread . llow, th1a St udebaker car d1dn' t 
pester me but a few m1nutus , eo I am not be i ng 
aold by them, but I am think~ns i n geos raphy 
ter-ns. I looked around and put Lhem down on a 
piece of paper, tha t Indianapolis would be a 
possible place. South Bend ia ano ther possible 
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Let 11111 interrupt you. 'lhie 1e tor you , Phil. 
Find out how much Government money 1a in 
Studebaker. We have got a lot or money 1n 
there , Did you know th&tT Find out. It is 
a million or two or three million dollars. 
We have a l ot ot money in there already, 

They wore a very fino typo, I thought, juat 
l ooking at them. 

We have a lot or money 1n thoro now, ao 
t here 1a that much ot 1ntereat. 

Now, tho third point, we want tho trainina 
eng1nea t irat while maintaining neeeaaary 
dell verlea of t ac tical e.ngines to meat plane 
achedulea , but the puah ought to be in the 
training planta right now aa long as we keep 
up the production on Whatever they have sot 
there. 

Well, from my standpoint 

This la our program, not the Allies•, of 
oourae. 

I think tho two ahould go eillllltaneoualy. 

Yea. but it it 1e a oaae or giving way --

'lbe tra1n1zla haa to coce t irat. yea , air. 

'lb&t ia all I want . Now • thoae are the 
eaaont1al th1zlaa and here ia What I think 
are dea1rablo th1nga and I wondered i t we 
were 11eeing eye to eye that tho company 
originating tho product ehould be reaponaible 
for the quality. 'lha minute we get out from 
under that thing, I &Ill afraid we a re go1zla to 
end the _program in about a :year. 

I agree with you on that. 

We want them to agree with ue, however, to 
produce a third to a halt of the arga engine 
requirements west of the 110unt&1ne eo aa to 
get that eet up and we wUl have a pol1t1oal 
ae nll aa practical advantage • 

• 
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I want to hear your whole thing. 
gotten one or two i deaa which may 
f1 t in. 
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I have 
or ma1 not 

We want to avo i d Government-owned planta if 
we can , but if we have them the)' ehoald be 
operated by these other fellows for us . 

Check on that. 

\ie want to pay ou trillh t and charge i t up to 
the cost of t he job for surplus faci lities 
over and above what the industry normall)' 
would be able to handle. That is , we can 
force them to a certain extent and beJond 
that we will have to --

On the same theocy that 'Otlen t he Government 
builds -- Standard Oil builds an oil tanker 
nnd the Ooverr\1\'lent wante a five knot extra 
speed, for that extra speed the United states 
llavy pays Socony. It 1a the aame theocy. 

Yes . Because I do think it ia impossible for 
those fellows beyond a certain point to take 
on. \'/ell now, I bad better listen to you now 
before I go to the next point, but those were 
essentials to our dealing with the engine 
fellows . 

That is what I thought on the engine things. 
Acain, I thi nk we shoul d not put all the egga 
in one basket and J OU tell me whether I am 
thinking clearly. I have been thinking sub­
consciously and conatantly during the n igllt. 
Prom one talk I had with 0u1 Vaughan, I got 
the feeling that he would like to duplicate 
hi s own plant somewhere else, that he was in 
the frame of mind that he had second men who 
wanted to be foremen a.nd eo on. I alao got 
the impres sion that the Pratt '' rlb1tney Company 
did not and they would rather license some 
automobile company. A~:~ I right about tha t so 
far? 

Aa far as I know. I have not talked to ei ther 
one , 

Therefore, not to put all the e68a in one 
baaket, I was thinking of the possibility of 
t a lking with Pratt & r.hitne)' -- I mean 111 th 
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Guy Vaughan and eaid, "Now look, we would 
like to put up to you thie proposition. We 
would like to have CUrtiae-Wrigbt auomi t a 
plan whereby they will build a plant which, 
on the three-shift baaia , can build about a 
million or a million two hundred thousand 
horse power a month somewhere west of the 
Alleghanies, wh i ch either you build or we 
will build for you." We want that , Then on 
tne other fellows -- I mean, that will be 
hav1ng one. 

(lira. Klotz entered tne conference .) 

Then tne tning was Nnning t h rough my mind, 
partly what you eaid, eo that -- well , 
maybe eome automobile company could assist 
by building 1ta own tools. In the case of 
Prat t & Whitney , we let them tie up with 
some au t omobile company. 

Then I had a t hird thing 'ftlich was running 
through my mind, that we got somebody like 
Ford or Chrysler to take either the Rolle 
Royce or tho French engine, whichever one -­
I mean, which is more like an automobile 
engine, the liquid cooled, than the other 
and go ahead and produce that , ao there are 
three thin(;& I was th i nking of. I will go 
over it once more. The poas1bil1t iee of 
CUrtiss-Tiright duplicating -- bu1ldi.ng on 
some baa1a which they submit to ue first a 
plant to build one large ons.ine which would 
have on a three-shi f t baeie -- could produce 
a million two hundred t housand horse a month. 
Pratt & Whitney t i e up with some a utomobile 
company outside of tho Detroit are.a , if 
possible. 'lhreo, that we get another air 
cooled engine which we license eome autoco­
bile manufactu.rer, Ford or Olryaler or some­
body - -

Liquid cooled? 

Liquid cooled, to do that. However, are we 
apart? 
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Well , I j uat have tbia eusceation, that it 
m.l.ght be helptul to ua to put 1t on tb1e 
ground, that we want "X" product i on, a a 
11tuch over what you f allowe can do -- put it 
up to Pratt & Whitney thia way. " How would 
you auggeat we do itt Now, we want to have 
you conelder these aeveral waya of doing it 
and oo111e back to ua , • the point be ing that 
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we might learn ao111ething 'tha t we hadn ' t t hought 
ot a.nd then we could lll&ke a daciaion very 
quickly, but talk frankly with the111 , tell th0111 
we think it ought to be done this way but what 
other way would they auggeat. 

But tbeae two co111paniea have a sked to dupli ­
cate their own plant and not - -

And not d l in Detroit. 

And to get aome automobile fellow to take 
either Holle Royce or aome other engine and 
put that on a p roducti on baaia. 

'Jhat ia i t . 

Then we would have three new power plants 
going. That baa nothing to do with the 
trainer. I haven't talked the trainer thing 
to you. I juat haven't thought of that. 

I have t hought of the trainers but to be 
honest, I haven 't had a chance to think of 
the litt le onea , that is, the primary and 
baaie. I haven't talked to the others , which 
amounts t o aometbing like seventeen thousand 
engines al together but the balance or this 
th i rty-seven - - no , it 1a thirty-nine thousand 
engines in the t raining program. 

For instance, i f t he Canadians aeked for 
theee ~~o•a , ia there any reason they 
ahouldn 1 t go to four hundred and a tandardize 
on that four hundred engine? 

We are going to aet tle that with Purvia. He 
1a going to bring hie gang in. The first 
job we are going to do ia to talk training. 
I think you needn ' t worry on that unti l we 
get it in shape. 
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Now, to bring you up t o dat e, 1e Kraus not 
going to be here todayT 

Oh, yea . You asked for Mr. Mayo a nd I 
called him and he aa1d, "Well, if you 
could let me off tod11o~, because I have made 
eo many a ppointments , and I said I was 
pretty sure you would appreciate that and 
he said he would cane any other tin:e and I 
said I expected the first or the week 110uld 
do all righ t . 

!~ow here is something I want you to know. 
At the right time yesterday When all the 
Army ..-as there and they were all groping, I 
said, "Now, Wr. President , here i s a program 
on fifty thousand planes along the l i nes that 
you sutges ted to me Uonday at lunch. " "r.ell, " 
be said, "Everybody has been asking me a bout 
this. Let me l ook at this . Everybody has 
been asking me . " He looked a t this and he 
sllold, "''lell, tb1s l ooks pretty good." He 
said, "Hae the Army a nd Navy approved this?" 
And I said, "Well , wo have had Army and Navy 
assistance . I don ' t know if everybody in 
t he Army and Wavy has soen i t , " and he said, 
"Now, l et me keep this . A lot of people 
have been ask ing about this and this looks 
pretty good." '!hat was 

Hia head waa out of t he noose. 

And I was embarrassed because both Ue.rshall 
and Brett, t wo or three times , particularly 
Uarshall , said how much we were doi ng over 
here on engines, how helpful it -s. 

Well, there is the point that I think is next . 

So I take i t that until 
sure that on Friday the 
hand this to the Preas . 
you on no ti ce. 

further not i ce I am 
President is going to 

I am just putting 

Well, do you suppo ae there 1e s ane way to 
keep him f rom handing out the prices, because 
if you j ust divide those qUDont i ties you will 
see what basic average price we use. 
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Well , I can't tell. 

'nla t will make our contractual rela tiona 
very di f f i cult, 

I don't think he will give the prices. 

If he wants to give the total figures down 
here in the quantities , okay, 

He would be foolish to give the prices , 
because it would ehow -- the price came to 
three billion dollars. 

The price, but not tbe unit price. I made 
these fellows agree on an average . 

That thing you did yeeterday by now is tbe 
Adni nistration program. 

17ell, here is mat I want to get your 
opinion on, one more point , before we talk 
to ~right and CUrtieo and &leo to keep peace 
in the faaily and I am n~worrying about the 
famil y except that I think it has reached a 
point now where we do have to give them some 
idea of what ie gping on. We had revolu­
tions in various places yesterda y. Kraus 
would march in and eay, -well, I 've got 
ano ther revolution.• The result wae that 
poor fellow went over and took his gang to 
llavy and 'IIOI'i<ed until after midnight on 
eome of this stuff because we couldn't 
quite see eye to eye on how it wae going to 
be done . But I wanted to follow throuGh 
t his point with you juet a cinute. 

We are not clear What your ideas are in the 
way we are going to handle this thing from 
the routine angle. Kraus and I have gone 
over eome of this and we felt that the out­
lying military requirements must be coming 
from the Anl'/Y and Navy, that 18, they are 
the onee to do that. 

The next question ia , certainly, that it 
looks obvious that our Treasury Section ie 
going to coordinate those requirements , try 
to e1mpl1fy them ae to types and specifica­
tions and eo on. Now, that would then make 
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i t possible tor the 4rfll'J and lla'f')' to d raw 
up order s, whether under Treaaul')' on 
account of Kr. Nelson, or d raw up contract& 
and ent er i nto thea after they have passed 
through Mr. Nelson. I aa reading t he news­
papers , that 1a the only way I can find out 
ao f ar . That ia why I was bringing it up 
to you. I didn' t know how you wanted this 
Treasurr Purchasing Section to work . 

Let me just give you an i dea aa beat I can. 

All right. 

Before I do that , would you mind (Mra. Klotz ) 
juat take something from me to MoRernolda! 

(The Secret&rJ di ctated t o Mra. ltlots a 
letter to Mr. McReynolds . ) 

I want you to bear juat thia explanation. 
Tbia i a the way I envisage tbia thing - ­
and incidentally, Mre. ~lots , thia letter 
from Louie Johnson i n which he aaye he will 
eend me the contract ready for ai snature, 
I want it photostated and tomorrow I want to 
call h im up and I am going to aend it back 
to him. 

!low, I had everrbody there together in 
General Watson's room a nd I said, "Now, 
Gentlemen, I don't want to have to bother 
t he Presi dent on tbia thing, " but I aaid , 
"We can • t bs helpful to you -- and we can 
be very helpful - - unleaa you let us sit in 
when you are conaidering 11b1ch companies to 
bu7 from tor the engi nes, but the question 
ot sending this over tor aipture , I mean 
the contract , all but the aignatureLwe 
can't be or any help, " and I aaid, "We can 
be a l ot or help to you. !low, I would appre­
ciate it vecy much if nothing 1a done until 
it baa the a:eproval of the people who are 
advising me . · So Johnson eaye , "Well, then, 
would you r eli eve me of the thing that you 
aaid, that you wanted everything readJ the 
da7 the bill paaaed for the PreeidClt • a 
signature,• and I aaid, •sura. • He aa id, 
"Well, it 70u will relieve me of that 
raqu .. t I will go along, • and everybod7 
agreed. Marshall waa wi th 11M and Johnson 
and Brett. lfow, tbia 1a the .. ,. I aee the 
t h ing. Aa tar aa the Al'llly and lfa VJ planes 

~ / 0 J; 
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a nd engines are concerned, Nelson baa noth­
ing to do with them. 

The paper is t he only way I could. get th1a. 

I am the boas , a a far aa the Treasury goes . 
He has nothing to do with t hem. Vlhat I 
look to you entirely for i s -- this whole 
question and I got that agreement yester­
day and I take i t -- t he Pres i dent sent 
me the Navy business horo and we can have 
tha t photostated . 

Could I interrupt you, air, because I ac 
af raid I will forget to tell you th is. In 
order to get t he fifty t housand program, we 
doubled t he Aray program and raised the 
navy thi rty- three and a third per cent. It 
shows you how near t he two aervicea were. 

~4 ' ,J ... 

Let me just cot th i s over to you . This ia 
t he wa y I envi sage t h is th ing. The th ing 
that you can do for t h is Government is , you 
can start on the t rainer t h ing -- i a to get 
t he Army and llavy to ac ree on the ki nd of 
traine r plantthey need a nd the kind of 
engine and get them to aet i t down to a s f ew 
as possible, see, ao t ha t we s impl y say to 
them, "Now look, gentlemen, after making t h is 
whole study you should buy a type 'X' plane 
and type •x• engine. We reel that is t he th ing," 
see. We have agreed on t ha t . Now, we can tell , 
•we ha ve made certain a rrangements wi th the 
engine people for licensing and here ia where 
you can ge t the production. • and so forth and 
so on and , "We want you to take care or so much 
tor the Allies.• 

When it comes to the engine business and so 
forth and t he Allies want i t , I want you to 
work d irectly with t hem, Col onel Jacquin and 
so forth and so on, lettin.g Phil Yo\Ulg be 
the liaison be t Yieen you and tlelson. 

Now, Nelson is the new Nelson f r om Sears 
Roebuck. 

That is right. 
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How will he enter into the function of this 
thing? As the Allies tell us they want 
certain things, we bale.nce that in our 
program and tell them what they can have - ­
and then ~lelson takes over the order? 

No , the order goes in both places , when it 
gets down to placing t he ordero and paying 
t he pri ce . The Allies will nccotiate 
directl y with the manufac turer. I don't 
know anything else comparable, but I t~ve 
never been in the automobile business , but 
after all , you are going to have a 1942 model. 
Until the fellows go out and do t he purchas­
ing, the whole Board of Directors sit there 
and d eci de it i s going to be this kind of a 
car and such and such stuff and then when the 
model is decided and so forth , they turn the 
Purchasing Departnent loose , and I want to 
hold everything until we decide what mode l , 
what engine and the productive power. Vlhen 
it comes to the pla cing of t he ordere and 
negotiat ing , the Allies do t heir buying 
direct. We YIOn 1 t have anybody in Treasury 
sit on it . Tho Army and navy will do their 
negotiat i on. 

Tho only t hing there was the worry that wo 
had three differ ent sets of prices here , 
depending on who is the beet bargainer. 

On that question , Nelson ough t to be able to 
be helpfUl to them to keep t hem together. 

Of course , we can have a gentl eman ' s agree­
c ent w1 th t ho manufacturer. 

Does tha t sound sensible? 

That relieves my mind no end, because I 
wondered 1f you were thinking of trying to 
bring that into the Treasury with no 
machi.nery to do i t . We would have to bring 
the Army and Navy in and put them i n a room 
and stir them up and say~ "Here , you are a 
Joint purchasing outfi t . 

I asked J.!r . Purvis to do h is negotiating in 
New York instead of Waeh inAton because Collins 
was trying to do t he negotia ting and I d idn't 
want it. 
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That 1a juat exactly what waa happening. 

'!hen wa will be paaaing on the matter of 
oonaol1dat1on of the program, typea, and 
eo forth , ar~ when that ia aettled, we 
will &lao be trying to balance productive 
capacity in the plants ao t hat one fellow 
doean1t take it all and ao on and outside 
of that, Army and Navy and the Alliea 
negotiate directly with the manufacturer 
1n question. 

'lha t 1a r1gb t . 

'lhat will help us a l ot. 

Okayt 

Fine. How, could you tell me one more 
thingt l'lbere does the Knudsen --

I wiab you bad been h ere. McReynolds tried 
t o explain to Uelaon the committee of seven 
and when be fiOt through I .. id to 
Mr. Nelson, Ia it aa clea r &a mud?~ He 
a&id, I understand perfectly." 

Did you read David Lawrence laat n i gbtT 

No. Here ia the thing, aa far &a that 
gr oup 1a concerned. WcRe;,nolda 1a in 
there. He baa got to a te<>r thia thing, you 
aee , and here is McReynolds trying h i s beat 
to explain to poor Nelson what it ia all 
about and be can' t do it. I have listened 
to the Preei dent on th1a thing b)' the hour 
and I have dictated here -- it i a no secret 
t o KcRe ynolda, I am asking Stett1n1ua and 
Knudsen to come over here and take over the 
-chines thing. Aa long aa the President 
wanta - to, I want to bang on to the air­
plane and the foreign thing, 
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I t hought the foreign thing got off the track , 
that certainly anybody , Knudsen or whoever 
came in, can ' t get into the aircraft produc­
tion picture and kick it a round because they 
will juet ruin it if they do. they don't 
know what they are kicking. 
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There ia no aucb intention. 

Okay. 

Are you all r1ghtt 

Yea . I have to answer these questions. 
People come in and - -

Does that sound sensible? 

Sure. 

Now, would you, 1n order to help me, oort 
of lead the conversation nowt 

Absolutely. ~!ay I finleh off two or three 
things? 

Sure. 

But they are hold i ng ua up. I want to get 
;;our i dea on the priority of the work. Now 
some of my thoughts were -- and you can 
ehut me off -- that we had to have that pro­
gram and it starts out like this: That is 
wba t we have been working so hard on. I 
think by somet1me today we will bave it al l 
typed up to substantiate that first speech 
that JOU have. It breaks down to an awful 
lot of stuff. The second thing was, we 
want to get production of engine requirements 
as near as we can visualize them at the 
min~te , but even from las t night we have had 
a change from the llavy of big engines to 
Daller engines and 1t will probably go on 
quite a long time, eo that we will have to 
keep that 1n a continual state of flux . '!'he 
figures I have got are wrong by five t housand 
engines. The distribution between companies 
based on -- the Navy 110 rked on them most of 
tbe night. That thing tho\18h, we have go t it 
going and we are working on it as the second 
priority. The third t hing wae this training 
standardization. 

Yes . Are you going to get a report for me 
on plywood planes? 
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It 1a here. 

Ia thie a~ goodt 

I haven't had a c:hanee to look at it. 

AU right. 

I talked with the man wno makes all the ply­
wood yesterday. He ia getting very anxious 
because he has got two million dollars worth 
of Bri t ish orders and he is afraid he i a go­
ing to ge t caught, so he wants this country 
to aaaure him a hundred thousand dollars . 

The fourth pri ority 1a the questi on of 
better equipment. That 1a something that will 
have higher performance. We have put that 
down the lina 

Tip ott Kraus tba t somebody baa talked to the 
President and the President ia d1saatiafied 
w1 tb the perfonu.nce ot the Navy planes . 
He says t hey are too slow. Tip ott Kraus . 
The President is dissat i sfied with the alow­
neaa of the Na vy -planes. 

But you agree on tbatt After we get a twelve 
hundred horae-power and some eighteen hundred 
horae-power and ao on, we have got to have , 
aee , the next bigger powera 1n thoae ah ipa , 
but I don't want to mea a the things up right 
now ao I have given that the last priority. 
Do you think that is a aane -yt 

As of this morning. 

Sure, we have got to ohange it all the time. 

One other thing. Don't you think we ought 
to have 1n writing what you showed me Sunday 
night , thie matter ot the Rolla Royce agree­
ment , because supposing it happens to any of 
ua , either here or there --

I have a cable from Kennedy. 

Do you thi.nlc that is good enougbt 

• 
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Why not get the planet 

But we have no paper t'l'()lll the Rolla Royce 
Company. Would it be out or order to aak 
them for a piece or paperT 

lfot 1f you can get Olley to do it. 

I would like to have in your f iles some­
thing to show that. 

You are right . 

Now, I have.n 1 t got anybody on the airplane 
aida yet and we want a fellow very badly 
and the beat man we can t1nd and that we 
have all agreed on has sort or the title 
ot chief engineer of O..rt1aa-flr1ght , but he 
ia available to go to work for ua, to taka 
this Curtiss training plane thing - - 1t ia 
the case or the engine itaelt --

VIho 1s it? 

Tad liri ght of Curt18s-VIrigbt . For some 
reason they are not utilizing him the way 
they shoul d and if he can come down here 
and '10 rk two or three months - - I can't get 
Hunsaker. He baa got so dam many other 
th1nga to do he would rather have an in and 
out job than atay right here. 

Incidentally, the industry baa loaned ita 
man right and lett and I have taken them 
orr their pay roll and put them on our pay 
roll. 

As long aa you keep checking with Charlie 
Bell. Everything goes through him. 

Now if you want to handle it, Kraus needs 
sana help and we don't know whether you 
would be willing for ua to do this , but 
Kindelberger on the west coast ia president 
of North American and he' 1a the beat all round 
man that industry 11kea and i f we coul d steal 
him for General Motors for a little while - ­
and be 1s the salesman of the outfit more than 
anything alae -- he wQUld supplement Kraus in 
a wondartal. _y, but we didn ' t want to start 
any wheels rolling unleaa you felt it waa all 
right to try. 
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Wall, 7ou have taken Cllrt1ee-Wr1ght'• .man; 
I auppoaa 70u can taka bl.a. 

It we even had b1a tor a taw montha to get 
th1a thing l'Olling. 

I will have to rel7 on 1ou, George. I 
have juat got to rel7 on you. 

All right . I have talked it over w1 th all 
the to lke I know 1n the 1ndua tr,. to get a 
line on who they would work: w1 th. We have 
got to have h1ID '10 rking wi th ua. 

I reli on you. I j uat -nt to aa7 one thing, 
that Brass Bat COIIIIIIittee,• no good. I 
don' t want it . 

It auita - tine. 

I want you alao to understand th1e: we are 
going along, but I never know when the 
Preeldent l!l&y ohange hie mind, but it 1e on 
me and not on you i t he doea, see. 

Well, I just -nted you to be prepared tor that 
'"Braes Hat Outfit" --

But you undera tand it. 

Sure. 

Thh 1e a democracy. 

I don ' t like to work wi th brass hata. 

The Preside nt has told me once or t& ce a 
week ha wanta me to continue to do thia and 
we will aee. 

You -an we lllight have a aUDnor a t home! 

Not a bad i dea. 

I lw.~e given th1e man (Young) something to 
do 1b ich be hae got to get fl'Om you (lira . 
Klot&}. I will excuaa the two of you and 
when it ie done, will you both pleaee coma 
b&altT 

(llr. Young and lira. Klota lett the oonterence.) 
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kr. Hull gets a letter once a week, bow many 
planea in England and Prance left the facto'ey 
and how maey engi nes and thia eoJIII)lete thing 
that George is do i ng ataya in the Treasury , 
plus Captain Kraus, plua Oenoral Brett . 
Nobody else. 

I think one of the thinga that will help you 
a l ot on this Curtiss-Wright thing 1a that 
you juat started out and iet them talk. 

(Yr. Foley, ltr. Kadee, Ill' . Vaughan, Mr. Gordon 
ontered the conference . ) 

I can give you a ki nd of a rough idea of the 
- y the thi.ng standa and t hen you question me. 
We have got thia l1cona1ng thing which Mr. 
Have you met kr. Poleyt 

Oh, yes, surely, at your houae that nigbt. 

We had lunch day before yesterday . 

That ia r i gbt. And i f wh ile you people are 
here today that thing could be cleaned up 
eo at least we are ready to license somebody 
we know that l egally we are toge t her, you 
aee. 

I t h ink we are al l prepa red, Mr. Morgenthau, 
to aubmit a form a.nd l atter of t r anamittal 
and we have it wi th ua. 

r.ell , I --

Wall , I t hink tha auggaa t i on you made to me 
can be taken care of in the letter, l!r. 
secretary, in other worda, 111 thout changing 
tho a greement at all they can agree in the 
letter transmitting the a greement that they 
will enter into thia contract with anybody 
designated by the Government on t erms oatia­
factory to the Govenu:~ent and then all you 
have to do i s to name tho manufac turer and 
name the price, but they wUl agree w1 th you 
in the letter - -

The point I made a t 8 : :50 - - I tho~t I had 
explalned i t and evi dently I hadn't. In all 
ot theae casea, I ~t the license from thll 
company to the Uni ted Statea Oovernment and 
we will reisaua 1~ to the manufacturer. 

• 
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To the ~ut'acturert 

Yea . 

That parmi ta you to pick anybod;r ;rou choose 
at anytime and under an;r condi tione, 1a 
that rigbt , without protection to the 
original licensor? 

If we wanted to , ;rea. 

Vlell , I think we oueht to aee our attorne;rs 
and aee about that , because after all we 
really would like some protection on this 
thing. We don 1 t like to spend a good many 
oillion dollars of our money and foreigners • 
mone;y - - I tell you -- I don't 1110an to be 
arbitrary, but I do think we want a little 
protection on it. 

All right , you are bore until we get tho 
thing straightened out? 

Yea. 

I told you out a t tho house I am going to 
listen, I am not going to be arbitrary --

We are not either, but we have stockholders 
and I don' t want to go to jail or give them 
a.ll I have tried to eave up 1n the last 
twenty years because I have diaaipated tho 
as seta of the eo::q>&ny. 

You can have it, but I don't not to get 
it 1n court. 

What other changes! • 

Well , I would strike out ~ith the concurrence• 
of Wr1gbt 1n the letter and strike out that 
the -- that \Tright will consult with the 
Government concerning the amount of the com­
pensation so the letter reads , "To corpora­
tion or corporations to be des ignated by the 
Oo~ernment of the United States a nonexclu­
sive license or lioenaea to manufacture for 
and sell to the Gove~ent any aviation 
engine or model which Wrig)lt manufactures for 
Govemmental purpoaea anytime that the 
Government finds it necessary and 1n the public 
interest of national defense to requeat Ylright 
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to grant a license or licensee for such 
purpose. It is understood that any sc ree­
men t to be en tared i n to bo tween Vlrig)l t and 
any licensee so designated shall be sub­
stantially 1n the same form and contain sub­
stantially the same provi sions as the 
attached draft or agreement Ylith such other 
nnd further provisi ons as may be mutually 
ag reed upon between Wr ight and any ouch 
licensee and which are satisfactory t o the 
Go vernment. It i s further understood t hat 
~~e amount of compensa t i on or ot~er payments 
to be fixed in a ny such agr oomcnt shall be 
sa t isfactory to t he Go vernaent." 

That will give you all the control you want . 

I am at thi s d i sadvantage. Tho f irst tice 
I-- I don' t know. Couldn't you people , 
after we get over some or the other things, 
meet and if the t hree or you a gree , you 
won ' t have any trouble with me , see. I 
mean, all I am trying to do is to be able 
to be in the position after we got this 
~~ing and everybody i s work ing on this 
thing day and n igh t and e.very minute they 
change the base on us , that is , the Arnry and 
Navy . I mean , they keep shifting i t every 
minute , do you see , and you saw in the paper 
this morning, ano ther progran going up on 
the Hill and so forth so every mi nute it 
shifts and e very minut e the Allies shif't on 
us. You have had some experience w1 th it? 

Yea . I eo wondering i f we won't have to take 
over a good part of thO -- that is, it won't 
be available for you to t ake over a good part 
of the existing Allied contrac ts 1n the not 
too d is tant future. I t 1s somethi ng to tblnk 
about. 

r.ell , what the President has told them and 
have you tell them is that our program is 
to build on top of the i rs , supplement. 

Yes, i n any event . 

Well , you wore talking about in case they 
should lose or atop nghting . ThAt 1o some­
thing else a ga in. So I th ink in thie 

~ -o .! ..J 
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lieeneing thing, if you gentlemen -- when 
we get through talking here could k ind of 
get together and talk about it, I want to 
be fair. I am sure llr. Vaughan wants to 
be fair . 

You can be de1'initely aeeurod of that . I 
expect to be just ae fair ae you are fair 
and that , I hope, ia very fair . 

It will be. Let me just tell you -- let me 
t ell yo\l what I have in mind. It has to be 
a litt le bi t rough still, but we have been 
t alking and we eee a great deal more than 
what we did be1b re . We would like you to 
tell ue what you th1nk would be the beat, 
both tra:> the standpoint of tho Government 
and trom your company, bow you could repro­
dues , practically duplicate , the present 
size of your plant somewhere west of the 
Alleghaniee. 

Or got equivalent production. 

Or ~et equivalent production. Well, I 
don t think you ean get equivalen t produc­
t ion through the license method. 

I wasn't thinking so much or that . 

Except f rom a long-range point or view. 

(Capt ain Kraus entered the conferen~e. ) 

I have had the British experience. 

I want you to g ive me a plan of how you 
could - and I w<Nld like to have it damned 
quick. 

At this time , you meant Capable oft 

Yea. 

Eight hundred thousand, possibly, or a 
million horse-power a month , I think, 
isn't itt 

A million, f ive twenty. 
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Now, we are going to go ahead with thie 
progrlllll and he 1a going to let me know 
1n a couple ot days what he wants over 
and above what they have got now and then 
we will work it out with you people and 
say, "Now look, Purvie, we aN tbinking 
in tenu or ao 111.1cb CUrt1ae-17l'ight and ao 
lll.lcb Pratt & 11hitne;y. Bow 111.1ch ot that 
do you want' We want to know now. • 

I see. 

I don ' t mind telli.ng ;you this ia the wa;y 
they a re thinking. Last week they were 
thinking of building a fifty4nillion 
dollar plant to build a Br1atol engine on 
the North American Continent and I said - -

I have hNrd about it. 

And I told them no, the t we 'IID Uldn ' t - -
I -• asked and I said no until we had 
'liD rlced thie progl'UI out everything waa 
stopped and I a aid, "Now, .mat we aN go­
ing to do , we are working this out and 
when we aae daylight we will eay, •Now, 
i t you want to come in, gentlemen, how 
much do you wantt a>.t you have got to 
come in 'td. th ua now. ' • That would make 
it a great deal eaeier a ll around, 
wouldn ' t iU 

I am sure it would . 

a>.t they will want or are talking about 
want1.ng a great deal 1110re than they have 
got on order here now. 

They are also, aa you probably know, 
talking about a very large plant in 
canada to produce 1110tors and take the 
organhat1on trom this country. 

'lbat has all been stopped. I stopped it. 
I stopped it becauee I eaid -- I told 
th- General" llotora asked IDII and I said, 
"Anything that any American eompall)' doea 
DOW 1a 1n the United Statea. 0 
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A million and a ha.lr . Everythi.ll6 that we 
have started now 1n operat1onf 

Yes , t hat i s a l l under way. 

The m1ll1on and a halt is when you reach capacityf 

Yes . 

Well, I would like to have you say -- come 
in here ln no t too many days and say, 
"Mr. Uorgenthau, you have asked us for a 
p la.n on how we can suggest --" produce your 
ell61ne, and we are th1nkill6 1n terms or only 
your biggest engino for the moment. Is that 
right, George? 

Yes . I would like Vaughan to know that we 
intend to talk thle out w1 th him a whole lot 
more 1n detai l , so that he won't ree l he has 
got to make an answer right now. 

llo, no. In other worda, how 110uld you go 
about practically dupli cating your plant 
somewhere west of the Alleghanies to make, 
one, the bigges t eng ine -- and you people 
have docided on which ono of ihosef 

The twenty-six hundred. 

Are you all 1n agreement on thatt 

Tha t is the way it looks from the present 
aet up . 

The t wenty- six hundred. 

You want the capacity 11nd horse-power 
s1m1lar to that which we already have or 
will have when we are --

Approxlma tely. 

A million and a hal f horse- power a month 
1n twenty-six hundreds . 

Wouldn't you think sot 

I think that 1s too b i g a figure , ian 1 t 
1t, S1dneyt 
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I think 1t 1.s a little too large , yes. 
There will be a substantial quantity 
producti on unit. 

Wait a minute, I want a plant out there 
that can produce what you aee your needs 
are on a one-fifth baais plus t he needs 
of the Alliee and we are putting up t he 
same program to Pratt & Whitney, eo you 
can get the pi cture. 

That would be a compar.ble plan, wouldn' t 
you sa y , Sidney? 

Yea, on that baaia it would be. 

I am thinking 1n terma or asking you 
gentlemen to give us a plant to duplicate 
your plant capacity so that you can take 
care or whet we see now on a one- shift 
bash and take oare of the Army and llavy 
and the Allies and I am asking Pratt & 
tlh1 tney to do the same and asking them 
to do it --

Assuming that the Allies will not want 
any greater volume than they have now 
s cheduled - -

Quite the contrary, I am assuming that 
they are going to want a great deal more. 

In volume per month, you mean. 

Than 'ltlat they have now, ot all the orders 
they have pla ced now. 

or all that we are building for the Allies. 
In other words, our production rlll take 
care or the Allie a a a scheduled as soon as 
we get all the floor space in full opera­
tion that we now have under way. 

I am assuming that t hey are going to place 
ver>J much bigger orders 1n the United 
states and as a matter of tact they have 
been talking about it, see, and I told 
Purv1a yes terday that from now on whatever 
the y do they are going to have to do it 
1n conjunction with u a . 

• 
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17ell, we oq#lt not to drain our personnel 1n 
this industry, because it isn' t a hundred 
percent capable, nhat we have or it , and 
we haven't enough to go around now. 

In the United Statea t 

That 1s the answer to all I got yes terda y 
from my Engl ish friend , Austin, in England, 
about getting a license to make our engine 
there. I assume that is out, isn ' t itt 

I am e;>1ng to ask you all to sit tight and 
concentrate on this thing and then .,e wUl 
110rk it out. We will say to theo, "!low, we 
a re going to give you so many days to come 
in and say yes or no, do you want a piece 
of this , yes or no , " but I am go1n& to ask 
al l American manufacturora to sit tight and 
do nothing until we have >o rked this out 
with the Army and Navy firat and it i s go­
ing to be our engines and we are going t o 
say to them -- What ia the number of this 
engine, twenty-eight hundred? 

Twenty- six hundred . 

"Gentlemen, i t i s the twenty- six hundred. 
Do you ~~nt i t? If you don ' t want i t , 
you are out of luck . That is what the 
Anny and 1\avy v:ant. " In other words , they 
have t!Pt to take what they have got , so you 
fellows can concentrate on ono model . Does 
tha t ~e sense? 

Yea . one codal, of course, is more desirable 
than four models or an1 more than one model . 

And espeeiallj some European engines to be 
started here, which would bo terrible . 

Oh, I think that i s out of the question. 

You and I have l i vod th rough that . 

You draw on your exi sti ng personnel and they 
don 't know anything about it and i t 110uld 
take us a l ong time to get started and we 
wouldn ' t do a real job. The war woul d be 
over before we got started. It woul d be a 
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tool1ab thing to do because 1110at ot tbe1r purchanee are now that particular engine , fort unately. 

The twe.n t y-e1x hundred! 

Yea. 

Ia tba t your IIIOSt powerf ul ons1ne? 

There 1e a larger one and t he Br1tbh have nboW'l a very keen interest 1n the thirty-three t1rty , as we call 1t. 

Twenty-two hundred horse- power. 

Wby dooan ' t the Arttt1 ·and Navy want tba t? 
They will want that la ter. 

It is ao much smaller, ~r. Secretary that it wouldn ' t form an adequ&te baae tor a &ood-s1zed unit by itself, that 1e , the volume t ha t we foresee 1~ed1ately . 

It we have another taotory where the t wenty­au hundred production can be or matter , then we can take care of the bigger engine in tbe present plant . That would be the i deal arrangement. 

I aee. 

The b1gser engine, Mr. Secr etary, 1a not aa h i ghly developed, not aa !1n1ahed an engine, and 1t would be much better not to transplant it into a new plant at so 
early a date . 

Kr. Vaughan, you have bad - - what wae 1t, Sunday , a week ago 1\hen we mett 

A week ago last Sunda y , ,ae. 

You have bad time to think th1e over. Maybe you could take a l1 ttle time now and tell me how your mind on this thing 1s 
runn1ne . 
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It i sn't working any d1tterent ~ it was 
the other night. 

No, I don't mean the 11cenae. Let'a juat 
talk tor a minute about a plant to make one 
engine somewhere weet ot the Allegbani ee. 
What would be your i dea on doing that ? 

I think we could lay the plant out very 
qu1ekly. We could give You figures on the 
coat of it. We could find out what you 
would lease i t tor , it that would be your 
policy. I think that ie the soundest 
policy. 

'!bat 1a what you would like' 

We would prefer that • yea • because it would 
take a grea t deal ot tin&ncin.g to put 1t up 
ourselves and then we wouldn ' t know 
definitely that we coula keep it in produc­
tion, keep it in continuity production. I 
think these extra plants we are building 
now to build this program up will be in 
excess of requirements when the program ia 
built up unless we are in an emergency and 
have to produce at a rapid rate. I think 
the existing facilit1ee that are under way 
at this particular tiD".e will maintain your 
program of fity thousand airplanes a year. 

No. 

It won't! 

No air. 

I am tald.ng the All1ea out now and we will 
assume the war ia over. 

Can't do it faet enough. 

To maintain itT 

\Ve have got a schedule we can talk about 
l a ter , but you will be surprieed. 

I was under the 1apreaa1on we had enough 
facili ties today - - count the Allies out 
entirely. 
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Counting them out we sti ll can't do i t . 
Even if we could , t he President 
specifi cal ly wants at least t wo more 
engine plants buil t at once west of the 
Alleghan1ee. 

That ie all right. 

Irrespect~ve of that , the President has 
ins tructed ~e --

I think to fUrther a nswer your question 
and not get off the trac~ , the plant 
should be put up b7 the Government to 
our speci fications for producing a par­
ticular unit , leased b7 us at a non1nal 
lease and for the duration of the con­
tracts, whatever they are , with the r i ght 
to back out of the plant at anytime there 
isn ' t enough -- as aoon as t he econonics 
of i t go haywire . There may bo things 
wrong 'ld th that that I don't know, but I 
think that is the soundest way to go about 
it . We estimate in round figures that i t 
wi ll cost approxi·,ately forty million t o 
dupl icate the plant . That i s not a quota­
tion, but it is an estimated round f i gur e 
to reproduce that anywhere in this country. 

It woul d cost you forty million? 

It didn ' t cost forty million, but the 
price of machine tool equ ipment 1s fifty 
percent h16Qer than when we put the 
orig inal e~tipmont in and the coat of 
everything has &one up. 

~plicate the \:right plant, lh'ight engine? 

Roughly , yea . 

I can understand. 

Forty- four or forty-five million;· That is 
based on the present cross book value of 
the whole plant , approx1ma tely f ourteen odd 
million dollars and the a ctual known addi­
tions since that time which have been 
f i nanced by the Al lies . Tha t amounts to 
approximately fort y-three or for ty-four 
million. 
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I took the engineering tf.cillt1ea COIII­

pletely out of that forty- five milli on. 

I think forty million would be about 
right. 

We don ' t need an engineering department , 
a duplication of ours at Patterson, you 
eee. 

We have quite a few de tail f i gures we 
1erked up yesterday and I am prepared to 
d1acuae it. 

You know about that , oeorge. You wouldn't 
duplicate the Prat t & Whitney engineering, 
You would have a smal l engineering unit to 
take care or the production f a c1lit1ee. 

We can't get the men even i f we could 
duplicate it. 

But you wouldn 1 t do i t even i f you could 
get the mont And it would coat whatt 

Around forty million, that eounde about 
right. That ia on the basis that you 
leave out engineering. ''e don 't know how 
you build up the forty million. 

That 1a so D.lch -chine t ool e quipment 
per square root , that 1a all. 

!low juat ao I can have this , I am going 
to put down -- I am putting down forty to 
rorty- t1ve and producing -- what 1a the 
nwaber or this engine we are talk1n& about? 

Twent y- s ix hundred. 

Twenty-six hundred , a mi lli on and a half. 

Which equals , horse-powert 

That ie sixteen hundred horae-power in 
the present modele. 
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Now, how many of that can be produced? 

About a thousand a month. 

Not more than that? 

Ten hundred and --

I t would be a litt le moro than that. 
Their present schedul e s go to a t housand 
and thirty e month but it le mixed 
Models and it i s important to us to kno" 
whether this •.ould be the B ons1ne or the 
A encino. The7 are quite di fferent . The 
B engine i a seventeen hundred horae­
power. 

It i s roushly a thousand ensines a oonth. 

Let me just cet this a minute. This i s 
good. I have here , produc tion of twenty­
s i x hundred of sixteen hundred horse . 
Now mind you, this is all subject --
but roughl y , how ma ny could you produce 
per month of these on a throe-shift basis? 

On the twenty- six hundred? 

A thousand a month . Incidentally, these 
fi&Ures whlch are g iven are not based on 
a slncle shift. 

I ao talking about throe shifts. 

With three shifts , wh ich is v;hat w~r are 
opera t i ng now and plan to operate , i t is 
a thousand a month. 

All right. Produce per month on a throe­
shift basi s --

~At is an unbalanced production . 

Yes , with one engine to build -- we can 
do a lot bet t er than we are doing t oday. 

!!ow much better could you do? 

About ten percent. 
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X. that al.U Can' t TOll uke 1t tweln 
buDdNdt 

I th1Dk eo , because -- I think we can, 
because our preaant three ah1rta are 
extl:'emely unbalanced. 

Now, ten percent - -

So , you are going to put 1n eome new 
t;hinge , aren• t you, aome line etutr and 
lll th&tt 

Well , we hAve already put 1n ultra modern 
e~1pnent ot that type. 

I would rather undereetU.te than over. 
Here 1n the orr.aeUl'J we are conservative. 

Then lll&ke it eleven hundred. 

Ten percent more engines tor the eame 
equipment would be a closer estimate. 

Oka7, that gives me aaaeth1ng now, because 
1t g1vea -- the President haa on11 got eo 
DJUcb money to go around, eo ono tlant --

I don't like to tell you twent1 percent, 
even it 1ou would like to hear 1t. 

Blann hundred eng1nea, that givea ua some­
thing. Now, what we h&ve got to do aga1nat 
that ie the idea, euppoa1ng Mr. Pord or 
llr. General llotora or Kr. au-,.aler would 
aay, •well , we can do 1t with the ex1et1ng 
plant, we don't have to a pend tort7 million 
dollare. • 

In the existing plantt 

Yea. 

Well, I would rather have them have proved 
it 1n their own etrorta, aa tar aa General 
llotora goea, before I would be willing to 
take their word tor 1t. We told th• over 
a ,.eal:' ago -- we don 't know much about 1t 
ouraehaa yet -- but we told th• juet mat 
tn.T were headed to!:' and theT laughed at ue. 
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~e Cadillac mana£er c111:1c down to the 
ins t ruction d i vision at V'ri(!ht and spent 
tfro hours i n the shop and aaid all he 
needed YIBS a set up of dra~<iJll.,a and he 
coul d turn them out raster t han VI& were 
do ina. 
But i t is true that they nll.cllt have t he 
bui l dings , so you ICOuld on l y have t o put 
the machinery in. 

They 1C uld have t o get the machinery. 
They have got no equipment t o do our job 
efficientl y. Nor do Tr& have the equipment 
t o do their job. 

Let me just l ea ve t hift to one side a min­
ute and put it ano the1• "'Y· Suppos i ng the 
l•rmy and Navy get together, pl us the Allies, 
on one o~ your enaller t!O£!nea for t raining 
purposes . s ee , somowhero between a ~our­

hundred and six- hundred horae- powe r and we 
wanted to get a license from you people 
nnd you sa i d :rou 'fO u l d ncr ee to the license 
subject to these detn1lft which we 11eve 
VIOrked otot . 1\'hat is your idea ns to where 
ns t o whom would you - - what i s your best 
r ecoramenda tion as to whom you would e ive 
t h i s license t o from your standpoint and 
ours? 

Continental , possibly Packard. The;; have 
hnd a l ot o!' experience . \r1le t :Jer they have 
tho organization lef t yet that they d i d , I 
don't know. On a t raining engine , Lycocina 
has their oMt t rainiOG engine .. n 1ch bas 
been 1n competition with ours for mnny years 
so you could use tha t and they woul c do it 
better than they woul4 do our job, I am sure . 
Those Y/oul d be the f1r 8t choices , people t~ho 
have had a ctual experience 1n build ing t hese 
things . 

Ei t her Continentnl or Pnckard? 

I don ' t know what the Jacoba pi cture is. 
They build a ve ry good emall engine but 
whethe r t bey have got the facili ties or 
no t , I wouldn •t knoVI . But they do a good 
job. It i s a c ood little ong1ne. 

:.s~ 
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Well , do you want to &ak me something 
before you go and meet with theae 
fellows? You 'til.ll he.ve another ehe.nee 
later on. 

I w&n ted to ask you i f it i a 1n your 
mind at this tine that you oould prefer 
to have us do as much &a we say we can 
do befo re you ask fol' l1cenaoa to others 
in the interest of the Government? 

Well , in fairness to you I can answer 
that very easily. r:e will e;i ve you al l 
the business you can take. 

Then we ean • t be very disagreeable about 
licensing somebody --

Is that rigbt, George? 

Absolut ely. 

•• • •• And helping you l ook into tho 
f acili t ies these fellows have and making 
our recomaaendations accordingly. I think 
we ought to do that, I don 1 t know wba t 
you t hink about it, but I believe our men, 
for instance, would go through the aame 
motions we go through in establishing a 
source of supply on p1eton pina or rocker 
arms. We don't just say here it is at 
that time, and make something of i t, 
\Te l ook into his e qui pment and aee tho 
kind of work he 1s doing and our factory 
men come back and approve for the pur­
chasing department tha t outfit aa a 
source of supply. 

Wit~ this one proviso: I say we will give 
you all the business -- th1a baa nothing 
to do with licensing , keeping it in mind 
that my sailing orders aM that the 
President wants at least two and maybe 
three oources of supply for engines in 
the middle of the United States . Now, I 
think those two hll inga are compa tible . 

They are tied in perf ectly as far as I am 
concerned and we do that not beca use we 

• 
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want to take down these -- but we have 
seen same terrible mistakes made in 
Eu.rope and we -- ae tar as I em concerned 
I expect to be Nuiaanoe No. 1 until you • 
kick me out of your office -- trying not 
to dupli cate t hose i t possible. 

Without ment ioning any namos, I am look­
i ne to Mead and hia crowd t o advise me on 
engines , Captai n Kraus and General Brett , 
and no other self-appointed e conomi st 
a round town. 

I am not talking about your particular 
office. 

Did you get what I said? 

Yea, I did . 

You know "hat I mean? 

And I am very glad t o hear it . 

Sel f-appointed or se l f - annointed . I don 't 
have to mention any names . 

No , I would rather you wouldn't mention 
names. 

But you get what I am saying? 

I certa inly do . I don't want to have to 
agree with you mentioning naces. 

But George Mead 1a heading up the stuff. 
I am doing t his just as long as the President 
wanta me to do i t . If tomorrow he wants to 
give it to somebody e lse, i t will be a clean 
break, it won't be any Siamese affair. I 
either do it all or no thing. I can ' t do it 
any other way . 'llle da y he doeen't want me 
to do it, it will go out of here but for the 
time being we are coordinating -- we are not 
going to sit down when it gets do~n to 
negotiating a contract between the Army and 
Navy. When it gate down to negotiating the 
contract after we have deci ded what the 
engine 1a or What the plane ia , for that 
mat t er, these fellows that have this force 
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will sit down w1 th you and do the nego­
t iating, but up until the President tells 
me othe " tise , the question of where the 
production - - who ehould be licensed and 
what models we will concentrate on, he 
has asked me to do that end, but the 
negotiating of the contracts with you 
fellovta , we will not sit 1n on that . But 
General Brett, Captain Kraus , Geor ge Mead 
are the fellowe that I am looking to. 

All right, sir. 

Now, this is my plan. I ..:>uld like to 
resume t h is at nine o 1 clock Tuesday . Have 
you EP t a Board of Di rectors 1 meet ing or 
anything else? 

llo , I am all right Tuesday. 

Tuesda y at nine o'clock, see , and by that 
time this thing ought to be -- we oug)lt 
to be much further along . Now, I am going 
to t he 1',h1te House at eleven . I oug)lt to 
be back here by half past eleven and I 
would be delighted to eee these gentlemen 
again i f you want me to or if they want 
to see me . 

I don't tldnk there 11 anything more. We 
can t ake up anything we have w1 th 
lolr. !.lead and captain Kraue . 

And my attorney. 

Yea , and Poley. 

rre can get along without any econooists 
but we need the lawyers. 

You need them first , too. It is better to 
have them first than laet. 

Okay . 

I was glad to aee you. 

Okay. 

36.) 
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Welles: 

General 
Marshall: 

H.W,J'r: 

Welles: 

General 
Marshall: 

' 

May 30. 1!140 

Secretary Welles 
Adllliral Stark 
General Marshall 
Phil YollD8 
H. s . lnotz 

The Presi dent asked me to ask you to hold this 
meeting since he felt that some ot these requests 
that ere CQm.i.ng from England and J'rance are re­
quests that should be granted. I told h1m that 
I had talked to General Marshall about a week 
ago and that the General had said at that time 
that certain things could be done without break­
ing the laws ot Neutrality, 

(Welles read a memorandum prepared by their 
Legal Advisor to the Attorney General. I t hink 
the opinion was given by Hackworth.) 

The Attorney General i s in enti re agreement . 

(Di scussed an amendment that t he War Department 
proposes . Thi s · 1e an amendment to S 4025.-attached) 

(Read memorandum from Purvis which came 1n at 
0 P.M., last night and which listed additional 
Allied requirements tor rifles, guns , etc.) 

(Welles said tha t the amendment wae broeder than 
the memorandum.) 

Is it Woodring's responsibil ity or J'ohnsan ' s? 
Why don' t I find out where Woodring is and see 
i t he coul.d come over right away. 

(At t his point H.M. J'r . called Woodri ng and Wood­
ring said t hat he would be over 1n fifteen minutes . ) 

(Read the memor andum which wee given us by the 
Allied Purchasing "Rifle and lolach ine Gun N/C 
Powder Supplies" and sai d , 

"I should think we could t1nd a besis tor doing t his. • 
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(Be also read the memorandum wbioh the Anglo-French 
Purchasing Board gaTe us dated Way 29th on Nitro­
cellulose tor Smokeless Powder, • and said, 

"1 will get right attar my people on this•. 

P (H. M. Jr. asked Admiral St ark it he had read the 
memorandum submitted by the Allied Purchasing Board 
covering the requested release of destroyers an.d 
motor boats by the Navy through a priority. 

Admiral Stark said that as tar as he was concerned 
he would release all 24 speed boats now on order 
w1 th the Electri c Boat Company, but that he would 
rather keep 8 ot each it he could . The Admiral 
stated that 12 ot these boats were equipped with 
t orpedoes and the other 12 were equipped "~th depth 
bombs . 

He went on to e.xplein that these speed boats were a 
new thing tor the Navy and were being built purel y 
to experiment with. However , as the British and 
French needed t hem a lot more t han the United States 
did, be would be glad to out his requirements to 4 
of each kind or even turn all 24 over to the Allies 
if that was the thing to do. 

B.M. Jr. suggested that be keep 2 or each type, and, 
although the Admiral hesitated sa he really wanted 
to keep 4 or each, he finally agreed on the basis 
suggested by H. M. Jr., and promised to have an 
ottioial answer on i t by tomorrow.) // 

We had a rush telegram trom Ambassador Kennedy 
yesterday. He said that you (Admiral Stark) or the 
NaTY bad agreed to l e t the NaTal Att ache here beve 
a depth charge bomb and it was not given to him. 

May I telegraph Kennedy tha t you will turn it over 
to him? 

Yes. 

The way to get it over to him would be to send it 
up to Balitex and then by destroyer. 
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The other thillg the President W1Ulted me to take 
u:p at tbia 1118etill8 1e the Q.Ueetion or the Prenoh 
sold. Can we send the entire gold hold1118s to 
th 18 count 1')'? 

We sent our oruiaers over thrae ditterent times 
and they brought over gold and the public didn't 
know it. 

36& 

I t is dangerous tor our oruiaera to taka this sold. 
The times are dittsrent now. Could the SS WASHIBGTON 
take tbie gold? 

I think it would be worse tor the WASHINGTON to take 
it than a battleship. ' 

(Walles wae talking about Prenoh sold and the Secre­
tary a~ut our gold. ) 

Ob, I am prepared to b117 thie sold and then i t will 
be all rigbt to ship it on our battleships. I think 
it would be terrible to put thia gold on tbe WASHING­
TON end then have it torpedoed, 

(H, M. J'r . sent tor Cochran) How much gold has the 
government or France got - juat sive me a guess. 

In tbe bank proper one billion dollars. I could 
check it i .n about three minutes. 

Cheok thia and also l et me know how much a billion 
dollars ot gold weighs. (Cochran lett) 

I will take title to this gold tba minute it goes 
aboard an American destroyer or cruiser. 

Then you are prepared to take title or all the 
French and British gold? 

Now wait a minute - wall as aoon ee it i s put on 
an American ship. 

How sure are you or Portugal? 

For tho time beins, I think it is all right. 

We could always keep ••• • •• (Secretery Woodrins 
walked in.) 

I think a billion dollars or gold 1e a thouaand 
tona . Admiral Stark, could you put it on one ship? 
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Not unleaa we aent a tanker OTer. 

Could you put it on three cruisers? 

I th1nk we could put it on two. 

I don ' t know whether you agree with me but I would 
rather aee the gold put on a battleehip than on the 
WA.SHmGTON. 

I think it would be a mistake to put the gold on a 
paeeenger ship which is liable to attack. 

I will buy the gold kit-nnd-boodle the minute it 
goea on the ship. I will buy as much ae t~ Presi­
dent wants me to, cheerfUlly. 

Well, now we have to decide where it i s to be pioked 
up. I think it would be easiest it the cruisers go 
to BordeauJt - that that is the probl81D tor Admiral 
Stark to decide. It is now between you and t he Navy. 

I would be delighted to handle it with the Navy pro­
vided that they handle all the meaaagea. 

I have e confession to make 1D that on one or two 
occasions, the President baa permitted me to communi­
cate with Bullitt through the Navy. Nobody knows 
that. What I would do Is that the Nevy Attache 
would get that message and give it to Bullitt. 

I would like to see it handled that way. 

(Addressed to Stark) All messages about this gold 
should be handled 1D Navy code. 

We never sand all of one message in the same code . 
We use more than one . 

I think all our telegrams ere being read by the 
Germans. 

It 1a now out of my banda - i t i s between you and 
the Navy. 
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(At thi s point, H. M. J'r. , called the White House 
e nd asked i t he could postpone his meeting with 
the President to ll:30, General Watson suggested 
ll:l5 a nd said that he would notify Hopkins.) 

(Cochran returns) 

The French have 2 billion dollars ot gold 1nolud­
ing stabilization fund. The Obited Kingdom has 
1 bill ion 152 million plus or about 1 billion and 

37v 

a halt altogether. One too or gold i s worth 1 
million 20 thousand dollars. (Cochran told lf,.M,J'r., 
after the meeting that this did not include Polish 
and Belgian gold in France.) 

Could you take 250 tons? 

Can you tell me how much the cruiser brought out 
be tore? 

Yes, I remember it. Each cruiser brought out 25 
mill ion dollars. Can you take 250 million dollars 
at one time? 

Yes, I think so. I might even take 500 tons but 
it would mean removing some or the ammunition . 

After Secretary Woodring and General L~rshall go 
wwld you a.nd Mr. Vlelles stoy behind and I v.'il.l 
call the President and ask him what he wants. I 
will t hen prepare the cable. 

I am in complete accord 1n working this out . Mar­
shall says it will teke five days to get this stuff 
together. He thinks that the authorization bill 
will be through in five days . We ought to get this 
into the bill. Pressure ought to go tran us and 
the President to the leaders to get this thi.ng in. 
It tive days tailed, we ought tog et an op1nion 
trom the Attorney General thot it i s legal to do 
what i s proposed under the alternative plan. 

Phil, get Purvis t o designa te someone who is most 
able to oome down here and VIOrk with General Mar­
shall to handle the transportation, etc . 
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Ill order to put this OYer at cmoe 7ou muat get the 
sales agent in here. We muat tiret get the manu­
taoturer in here to make the tum- over to them 
IIDd put the sales agent in touob with the manutaoturer. 

Where is this stutf - in Aberdeen? 

I don't know otfhiiDd - I tbi.nk mos t ot it is. 

Herr,., 7011 push this th1.ng like bell. Get the 
formal statement trom the Attorne7 General at onoe. 

We will ask the President to g et this thins up 
t here right awe7. 

General Marshall, 70u e re hendl ins all the TNT 
powder. 

Yes, we are. 

We are praoticall7 oleer on the powder line. 

(Then telephoned the President at ten minutes to 
eleven. Cr1m oame to the phone end told the Secre­
tary that the President wee not available; that he 
waa taking hie bath. B. M • .Tr: •It I oame over, 
do 70U think the President would throw me out? I 
will take a chenoa end go in with General Watson.•) 

I oan t ue · 500 tons on one ship (returning beok to 
the question or t he Frenoh gold) • . 

Is the Trenton. there? 

Yea, the Trenton 
on the we7 over. 
15th. 

is in Lisbon, and t he Vinoinnee is 
In addition, the Omaha goes on the 

Is there an7 reesllll wh:r the Trenton sbouldn' t go into 
Bordeaux 1mmediatel7? 

In talking with the Pres ident we agreed to keep the 
ehipe out of the llediterrenean. 

(It was pointed oot to Admiral St ark that Bordeaux 
wee not in the MediterriiDean. Whereupon, Adm.iral 
Star~ inspected the map to find out wbere Bordeeus .... ) 
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I dan't think it ie a good idea tor our ships to go 
into belligerent porte. Bordeau 1e in the zane 
where there 11187 be IIWlee and thinge and the Predd811t 
agreed with that polior. 

The only untiniehed bueineee h to get the meeeage 
to Ambassador Bullitt . 

Admiral, where will you be? Why don't rou and I 
walk over to the White Houee tosether • 

............... 
We went over to the White Houae and the President 

113reed that tile tJnitad States battleships ahould hr1ng hack 
the gold. 

• 
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7&1•11 CONGRESS 
31J $1'.H1!10N 

Calendar No. 1726 

5.4025 
[Report No. 1649) 

IN 1'llE S.EX.\TB OF TlTE llXT'mO S'l'A1'ES 

M'A 'r 22 ( IE'~i:slath·e day .• \ t'IUL 2ol ), lOt() 

Mr. Sun•r.uw introdo(•fd tlw follo.,·in5! biJI; "l1it•h w1~ n"Ad 1 wi<'f' tod r?ferrt'd 
to lbe Conunit1ee on llitituy .\ff1ira 

M'.•T 2'.1 (l('j!'islati•-..tloy • • \ rw11. 21). 1010 

Ht'JIOrtt><tl hy Mr. S Jaur.\IIU. will10111 IIIIM'n•lnl'l.'fll 

A BILL 
'l'o <•xpcditc the ~h·engllwning or the nutiouul d!'fcusc. 

1 Be it e11acled by the 8euof<o nnd flo11.•r of HeprMcnlo-

2 lives of lhr U11ited Stair.• of Amrrit·ll iu ('ou!JNM l•.~•rmbhxl, 

3 'l'hol in order to PXJ>I'ditr the hnildiug UJl of rloc nntionnl 

4 <lcfen~e, the Secrctnry of \\'nr i• nollllllrized. out of the 

S moneys nppropriatcd for lhe Wnr Orpnrtmeut for nntionul 

6 defense purposes for the fi~<·nl yenr eruling .Tunc :30. 19-U , 

7 with or without odvcrtising, (I) to pnwidc for chc neccs-

8 SIII'Y construction, rchnbilitntion, nncl instnllotion nl military 

9 posts, depots, stations, or other locnlitic~, of plnuts, buildings, 

10 fncilitics, ulilities, and nppnrtCJJOJlCCS thereto, including the 

11 OCCJiti&itioo of ~uch land as moy be necessary, for the develop-
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1 ment, manufacture, mainteuanoo, &Jtd stomge of military 

2 equipment, munitions, and supplies, and for shelter; (2) to 

3 provide for the development, purchASe, manufacture, &bip-

4 rnent , maintenance, and storage of miUtnry eqniJJmcnt, 

5 munitions, nnd supplies, nod for shelter, nt snob places nnd 

6 under sur·l• ccnditions ns be ntny deum ncccssnry; nnd (8) to 

7 enter into such oontmcts, and to nmcnd or supplement such 

8 c<c,ting oontmcts, OJl be nuty deem necessary to carry out 

9 tlte purposes specified in litis section: Prwidtd, Tl1at any 

10 statutory limitation with respect to the cost of any individuAl 

ll Jln>jl'('t of OOtt<tmC'Iion nuthori>.OO by this St'Ctiou ~hnll be 

12 SWO)lt'ndcd until and including .Juno 30, 1942. 

13 SI·:C. 2. (n) During the fi=l year 194J, all existing 

14 ~mitntions with respect to the number of flying cadets in 

15 the Anuy Air Corps, nnd with respect to tho number nnd 

16 rnnk of Reserve Air Corps officers who may bo ordered to 

17 extended netivc duty with the Air Corps, shall be suspended. 

18 (b) The President mny, during the filial) yoor tl).ll, 

19 nl!l'ign officers and euli.-tcd men to the various bmnches ol 

20 tbe A nny in Ktlcb numbers AS be considers neoo;sary, 

21 irm)I('Cti,·e of the ~mitntioos oo the strength of any pnr-

22 ticular bmncb of the Anoy set forth in tltc National Defense 

23 Act of June 3, 1916, as amended. 

24 SBO. 3. All existing limitations with respect to tho num· 

25 bcr of scrviccaulo airplmtcs, airslaips, nnd free and cnptivo 

' 
' (! 

1 0 

s 
1 belloom that may be equipped and maint.ainecl, &ball be 

2 suspended during tho fiscal year 1941. 

Soo. 4. Tlao Secretary of War is lurtlaer autl•orir.W to 

4 employ suclt ndditionul personnel at tl1o soot of govenunent 

5 nod elsowbcro, and to provide fer such priut.U1g nnd binding, 

6 communication service, supplies, and tra,·cl e:r.J>ensct, as ho 

7 ma.y deem necessary to Clll'l'y out the purposes of this Act: 

8 Provided, Thnt with respect to any personnel CWJIIoyed in 

9 connection witl1 tho nntionnl-delense prognun of tlte Uoi~ 

10 States the provisions of section 6 of the Act ol Augusl 24, 

11 1912 (37 Stat. 655), mny be .....Uved in any cue wltco 

12 approved by the Secretary of War. 

13 Soo. 5. The President is authorized, tltrougb tho •P11ro-

14 priate agencies ef the Government ( 1) to pro,•ide for 

15 emergencies affecting the nutiooal security und dofcnso nnd 

16 for eaoh and every purpose oon.ncctcd thcrcwitl•, including 

17 all of tbo objects and purposes specified under any appropria· 

18 lion available or to be modo a\'llilable to tho War Deport· 

19 ment fo.r the 6scal years 1940 and 1~1, (2) to provide for 

20 tbc furnishing of Government~\\'lled facilities al pri,'akly 

21 owned plants, (3) to provide lor the procurctUen~ and tnlin-

22 ing of civilian personnel ucoessary in oonnootion with tho 

23 protoctiou of crit icnl ru1d essential items of CQilipmcnl and 

24; llllll.crial aud tlto tt.so or oporntion thereof, und (4) to provido 

25 lor tho procuromuul of stmtcgic and critical lllllloriala it\ 
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1 ocoordance wirh rlae .1ct of June 1, 1939, without ~rd 

2 ro ><'Ciion 3700 of rhe Hens!d lnltlles; hut the •&gn>gare 

3 an1<1tllll lo be use<l by the Prc•idcnt for ull such pul"(l08e!J 

4 ~hall 11111 fX{'Ced 860,000,000. 1~ac J>rt.,.ident ig further 

5 nnthorizc<l, through such ugencies, tu cuter iulo oontmct~ 

6 loa· Sllrfl jlln'Jl(ISeS in 1111 nggrcgulo RlllOUllt not OXCCOOing 

7 S06,000,000. .tn Rti!ount shatll be kept of ull CXJ>CnditurCj 

8 mude or 1111thorized auader this section, nnd a report ther1.'on 

9 .ball be .ubmitled to the Con~:,'TCSS on or before June 30, 

10 19-l2. 

11 SF.c. 6. " ,•ene,·er the President derenniues drat it is 

12 llf.'eeS...ary in rhr inreresl of l!lltional defense 10 prohibit or 

13 curtail rlae exportation of au.,· military e<tuipmcut or muni-

14 lions, or 11llllJlOuem parL< there.,(, or muclaiu ery, touls, or 

15 malcriul IICOC>SIIr,\' loa· the manufacture or ~orvicing thereof, 

16 lae uao,r hy proclnnull ion prolai bit or curtail such cxpoa1ation, 

17 CXl'CIJI undca· •uch rule'S aud rc~:,'Uiatious a~ he ~bniJ prescrillc. 

18 Any >Ucla proelomutiou >hnll describe the orticll'S or llllllcrials 

19 included in the prohibition or curtailment contained therein. 

20 In C8>e of tl•e ,·iobuion of any l'"'"i,ion of "''Y Jlrocl8ruatiou, 

21 ur of auy nale or rcguLHiou, i.."Sucd hereunder, •nell violutor 

22 or viohuor., upon l'Un,·icr iou, >Lall be puni>~hcd by o fine of 

23 uot more thun 810,1)()(), or by imprisouaumt fur not more 

24 tbuu two y<·urs, or by b.JtJJ such liuo untl ilnJJrisonment. 

25 1'1,., uutlaority gnnatcd in this section sbull tcrruiu8tc Juno 

26 30, J!J.I:I, uulr,.,• the Cuugrt'ss •hall uthcn\'i.so provide. 
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RE .UR EXPANSION PROORAM Mar 30, 194o 
2:30 p.m. 

~ 7' ... . 
Present: 

H.M.Jr: 

Young : 

H. M.Jr: 

notz: 

H. M.Jr: 

Wilson: 

H. M.Jr: 

Kreua: 

Young: 

H. M.Jr : 

Kraua: 

K. M.Jr: 

Kraus: 

H.M.Jr: 

W1leon: 

.. 

/ 
Kr. Youn~ 
Mr. Mead 1 Captain Kraus 
Mr. W1leon' 
Mr. Fole;r/ 
Mra. Klotz 

fl You (Young) oan tell Purvis tomorrow morning 
be oan have twent;r ot those speed boats trom 
the Bleotrio Boat Compan;r, twentr. 

Wb;r tomorrow morningf 

Because I don't want him to know it betore 
Kr. Edison does. ' 

That was the right questi on. 

Iethatallr1ght? 

Perreotl;r. 

I should have sworn ;you into the Treaeur;r. 

He was 1n the Nav;r long enough to know what 
to tell and what not to tell. 

Do you have the deliveries? 

Admiral Stark didn't know and waa tr;r1ng to 
get them, but there ie ten that dropped 
m1nea, I think, and ten that dropped torpedoes, 
something l1lte that. Doea that sound right? 

That sounds right. 

And the Nav:r keeps two or eaoh. Does t hat 
sound right? 

I know tbe;r are built both wa;rs, some with 
torpedo tubes and some with mine gear. 

Yea. Ever;rth1ng lovel;r? 

Yea, a1r. Except the weat her. I have been 
keeping an ere on that • 
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R.H.Jr: 

Wilson: 

H.1-I.Jr: 

Mead: 

Wlleon: 

Mead: 

:fllson: 

R.M.Jr: 

lfllson: 

R. M. Jr: 

.. 

- 2-

I eee. In this conYereatlon that 7ou haYe 
been haVing, haYe JOU made a rough estimate 
or bow lllUCh it wuld cost to reproduce 70ur 
plant, vhloh I see b7 the papers is going t o 
reach a mlllion ho hundred thoueand borse' 
Ie that correct? 

Yea, a ir. The present plant or th1e Anglo­
French purchase is just starting. It will 
bring us up to a oapao1t7 or one million two 
hundred thousand borse power a month, and the 
total investment will be on the order or 
twent:r million. 

The7 oost leas than the other fellows. 

But this ie onl7 an addition to the plant 
the:r have got. It 1a not reproducing anT­
thing. 

Let's put it this wa7, that before we started 
this expansion program our plant account was 
or the order or eeYen million. The French 
additions were seven million seven hundred 
thousand, that is fourteen, and the British 
was eight million on top ot that. 

I think I know whl\t the Secretary ehould know, 
that Pratt & Whitne:r build !ewer parte, perhaps, 
than Wright do. 

That 18 right, that makes the dUterence. Hal! 
ot our dollar, ae I said the other evening, 
goes to outside suppliers &nd Wri ght builds 
much more or their own plant. 

Then I take it the7 have aeked JOU t he question 
that 70u are going t o give me the &newer to b7 
Tueada:r , that -- which W81 70u would suggest 
duplicating a m1111on two hundred thousand 
horse in manuraotur1ng one or 7our largest 
engines. 

Yea, air, I will try to have an estimate by 
Tuesday . 

.Uong what lines are you thinking now, Mr. 
W1leon' 
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1t1leon: 

R.M.Jr: 

ltihon: 

R.M.Jr: 

1t1leon: 

H.K.Jr: 

1t1leon: 

H.M.Jr: 

't11laon: 

H.M.Jr: 

1f1leon: 

- 3 -

Our war pla.n u ve ~d originallr oontellplated 
1t for the .Ur Corps prOYidsd oD17 tor one 
more addition 111 our plant a.nd that vas the 
extene1on in the baolr., and be)"Ond that ve 
~Yen 't planned anr further. It ve a tart ad in 
nov a.nd developsd a plant to duplicate the 
preeent oapaoitr in one area inetead of the 
arrangement ve nov have --

376 

ltell, the Preeident ie ineieting on more plants 
vest of t he All eghaniee, definitely vant1Dg t hem, 
and I want to give him 11. program ae early as 
poeeible and then ehov him Vhat it will ooat, 
eto., etc., so I would lilr.e to have rou give 
ue a program, rou see. 

Yea, e1r. 

I •an, he baa got thia V <"r)" much in hie mind 
and he wants another one, eo it ie a question 
ot whether rou want t o -- hov would rou do it , 
that ie the thing I Vllllt f rom rout Would rou 
rather tie up with an auto1110b1le companyt 

I think ve would want to think that through 
pretty carefully before we anewered. It 1a 
a question, a good deal, of hov muoh dilution 
there is of our ovn staff and it is kind of a 
moot question ae to vbether you ehould look 
to someone that had an organization that 
needed to be trained or whether rou ~d to 
tra111 out o~ rour ovn people. 

But r ou will have t~t prettr clear. 

Yee, e1r, I will do th11.t. 

And I underetand trom Mr. Mead that the 
l1cene11lg thing ie 111 prett)" good ehape. 

Yee, air, it ie. 

All right. Let me ask you this , as an 
aviation engine man. You will get a laugh 
out of thie one. lthat liquid cooled engine 
in the world, outeide of German)", do rou 
consider as practical and proven todart 

Yell , of courae, the English enginee, the 
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1f1laon: 

H. ~t.Jr: 

1f1laon : 

H.M.Jr: 

lf1laon : 

H.M.Jr: 

1f1laon: 

H.M.Jr: 

H.M.Jr: 

Young: 

H. M.Jr: 

Young: 

H.U.Jr: 

Young: 

Rolle Ro:roe, 1e about the onl.:r pro Yen 11qu1d 
oooled that I know or. The Ita11ana muat 
have eometntng, haven't the:r, George! 

Not ver:r much. 

Then the English 

Do :rou know much about the Rollat 

Only that the:r have been 1ngen1oua. We know 
approx1~~~ately bow man:r or them hAve been 
bu1lt and t hat the:r have been reaeonabl:r 
aucceaatul . The:r alwa:re have been prett:r 
well advanced ae a model. 

But oute1de or t hat - -

That 1a the only one I know or . 

Well, 1a there aomet hing :rou would l1ke to 
aek me? 

No, a1r. I think we are all aquared as tar 
aa I am oonoerned. 

Lovely. Well, then, I w111 tell :rou, I would 
l1ke to talk w1th George Mead and Kraus a 
little b1t. Ia t here something :rou want to 
ra1eet 

No. 

I woul d like to talk with them a Uttle bit. 
Philip·, do :rou want to aee me aga.1n toda:r? 
I hope not. 

I don 't th1nk ao. I would like t o eee 
Mre. notz again. 

Well, I need her at three t hirty when I 
go to the Vhite House. 

Three thirty? 

Can you wait that long? 

Sure. 

-7.., • I 
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H.K.Jr: 

H.H.J rl 

Mesd: 

H.M,Jr: 

- 5 -

.Ul r1gllt. Thank r ou Terr much ror com1ng 
down. 

(Mr. Young, Mr. W1bon, and Mr. Fole:r 
lett the conference). 

Bring me up t o date, nov, will rou please, 
where we stand on t he Allison and where do 
we stand on the Rolla, I mean Vhat 18 the 
e1tuat1on7 

All right. On the Allison situation, I 
got ln touch with Allison and I told hi.m -­
lll&de pertectl7 clear to him througll a third 
part,-, rou know, how serious this a1tuat1on 
vas, and that I vaen 1t aat1a!1ed that I had 
impressed them aut!ioientlr 1n Indlanspolia 
about it. Conaequentl:r , I felt that I must 
go to them because we couldn't brook an:r 
rurther dela:r. Subaequentl:r I had word that 

378 

he would send hie chief engineer to Indi.anapol1a 
and inTeatlgate the aituat i on before he came 
down here. I wanted to have him come down 
here !irat , but I couldn't verr well insist 
on that . Furthermore, he vas going to get 
Henr, Crane, who is Sloan's assistant on 
engineering matter&, up !rom Florida and the7 
were to meet here juet as soon as the7 had 
reTieved the situation from an engineering 
standpoint. Nov, I think no word is good 
word - - good neva, because I think the7 have 
round that what we were talking about 1a 
a mess , but I expect them on the first or 
the week anyva:r. We haven 1 t beard rrom 
them, and 1n the mean'llhile, I han talked 
to Brett and prior to that talked t o Ecbols, 
on the program or running an engine at 
reduced horae power as the maxilllUID power we 
will uee that engine in aerrtce to i ndicate 
whether it vas sate or not t o ship engines 
at that power. It hae 950 horae power instead 
or 1,090 horae power. ThAt ie m:r educated 
gue ee on what might get b7, but I am honestly 
afraid t hat it won't; and rather thAn argue 
about it, it vas thought beat to have the 
engine run at Da7ton and see. 

Hay I interrupt rou a ml nutet I thought rou 
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Mead: 

H.M.Jr: 

Mead: 

H. II.Jr: 

Mead: 

B.M.Jr: 

ltraue: 

H.M.Jrl 

Mead: 

- 6 -

were soi.DC to J'UD th1e ena1ne at fu1l powr 
at Jla7ton. 

We11, that 1a tu11 re4uoect power, beoauee .,. 
are eure fro• tbe teet reoord that tbe:r oanDOt 
ruD 1t at 1,090 bor .. power. 

'l'hen, 11 that ~0 or 9~ ot powert 

Klnet:r peroent. 

You are not l'Wllllll8 1 t at tu11 power ae 1n 
talte-otft 

•o, beoauae the:r ha'l'e not obanged 1t an:r aD4 
the oD1:r wa:r to get 1t b:r 1e to reduoe ~ 
power. 

Did :rou (notr.) ••• the th1nf ooae dOWD g1'1'1ng 
George Mead the right to n:r It 1e 1D a:r aa11 
eoaewt.re. It oaae down. Azl'rWe:T, :rou (Mead) 
ha't'e author1r.at1on to tl:r. 

You a1ght axp1a1n to the 8eoreter:r --

I 414n 1t know that that wae what :rou were 
do1nc~ 

We11, we are oontronted wltb the e1tuat1on ot 
the engine a that haYeD 1t pa.,ed teet, aD4 we 
are ah1pp1J18 thea out or tr:rlna to get tbea 
out of the p1ant. When :rou loolt at the enatne 
and ••• that 1t 1e nalt here and here aD4 here, 
troa teet raoord, not troa a:r Judpent or the 
•tter - that 1e baolted up b:r aotua1 J'UDDiDS 
todaJ. ~:r brolte then parte. I eald to 
•:reelt, 1 We1l, here .. don't want to ehip 
tboee out aD4 oraeb p1anee aD4 poeeibl:r bare 
p1lote, 1 that we ba'l'l sot to reduoe the power 
ae auob u the AM:~ wlll etand tor and eaoqb 
to g1 '1'1 the eog1ne a break, eo aotuall:r the 
lng11eb t1ghtere tor quite a long t1ae operated 
wltb power 111te tb1e, 950 talte-ott boree power, 
ao that loboh agre •• 1t llalte 1 a perteotl:r 
good airplane. It elowe 1 t down ob't'1ouel:r, 
beoauee we ba'l'e luloolted ott a bwldre4 and t ort:r 
boree power, but 1t 11 a parteotl:r eene1b1e 
thi.DC to 4o aD4 1t h &11 w1tb1n our oontrol, 
aD4 1t 11 - the Ara:r do .. n 't ba't'e to oban&• 
tbe oontraot or an:rtb1ng, tbe7 Juet order tbelr 
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H. M.Jr: 

Mead: 

H. M.Jr: 

Mead: 

H. M.Jr: 

Mead: 

H. M.Jr: 

Mead: 

H.M.Jr: 

Meed: 

H. M.Jr: 

Mead: 

H. M.Jr: 

' - 7-

pUoh t o operate Ula eng1oe not oYer 950 
boree po-r. But there wa1111 '• aD7 euee 
iD 11&71118 that wae goiag t o eoln the problea 
unleee - •de a good obeok, eo that h the 
rea110n tor 1'1111nl.ng the two eng1nee at tbat 
power. 

There are two engines 

One ie wppoeed to be at Indianepolh and 
one at Da7ton. 

And that 1en 1 t ooaplete 7et? 

lo, I don't understand 11h7 it takee thea 
eo daan long to get it etarted. 

Ie D&Tton elow' 

Yea, but don't 70u worr7 about that. 

llo, I aa not, I aa t1'7ing t o get the etol'7. 
I aa not going to do anTthing about 1t, but 
I aa Juet think1ag ot arguaente tor the 
Preeident. 

That ie the next thing on that phaee ot it. 
The next thing wae, I told Evane, whoa I 
think 11 a tine man and a good chap -- but 
hie trouble h that be 11 brand nu to 
aYiation. He 11 eoared to death to tell 
tha engineering depart .. nt wbat to do be­
oauee be aigbt upeet the boat. I can eee 
that perteot17. 8o &7 eolut1on 1e to tell 
llloao that TOU want t o get Oarl Vard 1n 
tbere to help EYaoe with the Judped ot 
an aY1at1on exeout1Ye. 

Carl Vard will. be gone tor tbz'ee aoothe. 

Vell, apparentl7 we can get hia. 

Vell, that would be eort ot breaking telth 
with the rrenoh. 

Be ie the onl7 tallow that 1e t oot-looae. 

That would be breaking taW!. I wanted to . 
hire h1a tor tbe 0oYernlll8nt tor tbree aoothe 
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Mend: 

H. H.Jr: 

Head : 

H. M.Jr: 

~lead : 

Kraus: 

Mead: 

0. 

- g -

before I met you and they eaid no, that -­

Well, some things are weak --

And I never offered t o hire him, mind you, 
because or that, and I said I wouldn 't hire 
him and I have sort or got my word, so I 
let the mat ter drop. Then this thing got 
eo deep that I came to you. I never had him 
in the o!Uce. 

A man has got to go in there t hat knows 
aviation to supplement them, t hat is, they 
vera an experime.ntnl shop before. They are 
doing production work nov t hat involves 
production decision~ and they are no t able 
to make th~. The next thing ie the Army 
has got a nice old man out there as an 
inspector, and nobody cnn stand back and 
tell those fellowe where to get off, so I 
t alked to Brett and I picked out the man 
for him. His name ie Irvine. I know he is 
a two-fisted fellow that knows what to do 
a'IX>ut it, and he ea1d he would send him out 
there after this air show, whioh ls over at 
the end of the week, to represent the Air 
Corps and the !nctory. That will make some 
considerable change, because they promised 
us a lot or things and I am willing t o bet 
that it we vent out today they haven't done 
muoh about any or it. They are not serious 
about this yet. 

!low, the next thing I told Evane vas, this 
stu!! has broken tillle arter U:~:e, and he has 
not !lxed it. 

Where dld it break, in the plane? 

Well, they broke a rod in a plane at ten 
hours the other day. That is apt to start 
a tire. 

It cuts the engine in two, very frequen tly. 

Now, I t old Evans we have got to have solutions 
tor avery one or these oroblema , not one but 
three or tour. 
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R.M.Jr: 

Mead: 

H.M.Jr: 

Mead: 

H.M.Jr: 

!lead: 

H. M. Jr: 

Mead: 
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I want to be here when I put ,-ou up agaillat 
Xnudeen a.nd 

I think ve are tallr.ing in aooae language ve 
lr.nov about • 

I want to be here. I want to see that. 

Well , Evans agreed that it vas sort or 
eillJ . tor tbem to haYe eat baolr. and not 
proY1ded tor anr solutions to theee things. 
So I said, 1 I oan't order rou to do anything, 
but I would suggest that rou do eo and so and 
eo as solutions. 1 So he wrote those all down 
and said he would eloart to do them. But he 
haen 't got an experimental shop to do anr 
vorlr. and he hasn ' t had one tor a Jear. He 
haa got the darn thing tull ot production 
eo JOU can hardl7 find the engineering 
department when theJ had nothing to vorlr. 
on. 

Well, t he storr, then, ie that we don't lr.now, 
we baYen ' t had the anewer t o these tests, 
haYe we? 

HaYe JOU got a minute? 

Yea. 

These failures are euppoeedlJ going to be 
baclr.ed up b7 parte that will fix them in 
aeYeral different ware, eo the reason tor 
running tvo engines, of course, 1e the more 
engines we can run the more eure we will 
get the answer. Ve might aocldentallJ brealr. 
something in one engi.ne. Now, theJ are all 
agreed to that and Brett hae agreed, and 
Allison baa agreed to this running procedure 
eo that that part is ftll going along all 
rlgbt, but to get at General Motors, we Just 
haYeD 1 t got there ret, but I am hopetul in a 
daJ or two. I auppeee we will haYe to wait 
on them a little bit. 

Now, Allison g1Yee ue all lr.inde or eillJ 
excuses as to why these things brealr. . They 
said the teat man vas reepondble and the 
propeller, and eomebodJ made them use a 
coolr.-ered atarter , and that was one of the 
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H.l!.Jr: 

Mead: 

H.M.Jr: 

Mead: 

H.M.Jr: 

Mead: 

Xraua : 

l!ead: 

.. 

- 10 -

things and we haTe gotten by vtth our Jobs 
tor years. 

I want to have two houra vtth you and this 
tallow Xnudsen. I am going to tell him -­
what ie my tirat appointment l!ondayt I am 
going to tell him I'll see him at nine o'clock 
Monday morning. Wil l you be back? You ought 
to be nioe and treah. 

It the train 1an 't late I vtll be here. l.(y 
train gets i .n, I gueee, a little bet ore nine 
o 1 olook. 

lll those eleeping tra1na do. 

That is a polite name t or it. Now, another 
thing I haTe done eo as t o leave no atone 
unturned, I haTe got drattuen downeta1ra 
right this minute drawing up eolutions to 
the troubles with an idea that we have done 
eTeryt hing tor them. We have got experts 

• 

trom other engine oompaniea llllder our direction, 
at least they have been t aken ott their payrolls r-\ 
and turned over to ue. We can ehow him, that • .J 
1a , Allison, in a drawing Just how he could 
t1x 1t it he would; and naturally, we are not 
going to tell him he has got to do 1t that 
way, but 

You mean you have actuall y got draftsmen down­
s tairs? 

Yea, air. 

On the tloor below. 

Beoause I thought we are e1tt1ng in the seat 
ot being reepon81bl e and the only war I can 
do 1t is, I vtll take ott my coat and go to 
Allison and make it run it we have to, and 
here is the way I would do it . Well, then , 
I am hopetul, ot oourse, t o get Allison in 
here and have them agree with ua that the 
t hing is rotten and I have had a lot ot 
data prepar ed t o show how rotten t his engine 
ia, eTen 1t you allowed it t o have 1,090 
horae power. It is nothing compared to the 
!loll a !Ioyce engine. The Rolle Royoe engine 
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waa done -- three yeara ago it Wftl in orodnction 
and thie engl.ne waa built ele•en :reare ago, that 
ia, the fundamental engine and they etill 
haven't caught up with Rolle, and we have done 
in our own -- and lraue waa Juat re~~arlting --
in twent:r-tw 1110nthe trom the t 1me we put 
pencil to paper, we have had quant1t1ea ot 
enginea going out ot the taotory. 

How long' 

Twent:r-two months. 

Ot an ent1rel:r new t:rpe. 

I underatand. Let .. aelt :rou this queetion. 
Let 1 e go to Rol.la Ro:roe a lllnute. Vbat 1e 
your idea on Rolla Ro:roe' 

Well., on Rolla Ro:roe we have got coming, aa 
:rou know, the drawings and incidental.l:r in 
that 1ntonaat1on will be other th1nge we want 
them to aee betore we make a dec1e1on, but 
there ia one thing I ebould correct tor you. 
You and I spoke ot it. There are no parte 
in the metric a:ratem, but the threads are a 
British standard thread and the:r are eomat1mea 
meaeured by the metric eyatem and they are 
buil.t in the United Statee eo that - -

You .. an we can build tbemt 

Oh Lord, :res, so I wanted t o oorreot that one 
thing because. I have been eo poait1ve about 
1t and I went back and ohaolted up on it and 
our bo:rs han been going tbrougll the Rolla 
drawings, and thoae tellowe have sent ua 
ever:rth1ng they had in Detroit, and they sent 
a man dovn wi th 11: . Now, the Rolla engines, 
I tol.d you, perhaps, that I didn't want them 
to run thoae ang1nea t or tear the:r would 
break them and we han got no other parte 
and we need them t or aamplee and almoat 
ever7vhere we have been we have got Vilson'e 
thought - - and I t hought that wae a n r:r 
ol.ever wa:r to gt.ve it -- there will be no 
queation a e to that being the proper engine 
to bu1l.d. 

334 
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Wbo do you think ought to build i tf 

Pord, a1aply beoauae of the atook. I don't 
thinlt Ed eel quite lmove the a tor)", and I 
will ha.,.e Olley, the Rolle Royoe aaan, confront 
h1ra v1th the taot thAt he hae done eo in 
Detroit. ?.'hay oaJ.led up from Detro1 t and 
wanted to know it ve would loan them eome 
ot the bearings, beoauee the British suggested 
they needed more roller bear1nge and ball 
bearings. 

Wbo should loan the•? 

We ahould let the bearing oolllp&lly thAt IIAa 
been ordered by Rolla Royce t o aaanutacture 
the bear1nga, t o aee them and meaaure them, 
ao I aa1d all right, I would l et the• do 
thAt because Rolla hAs done e.,.eryth1ng tor 
ue. 

You mean let them see the actual bearings? 

?8~ ..; ,) 

• 

Yea, let them measure t hem and put them baok 0 
with the understanding they would be responsible 
tor it, but I th1nk thAt would help Rolle Royce. 

Nov, vas Adm1ral Sh.rk right when he ea1d be 
understood the troubl e with the Allison engine 
vae the super chArger? 

Oh no. 

It added aomevhat t o the troubles, perhaps. 

He aa1d he understood thAt. 

They hAd exhaust dri.,.en auper chargers on 
aome 1nst11J.lationa and t be turbine 1taelt 
has ne.,.er been any t oo good, but the7 didn't 
bu.1ld thAt, OeneriiJ. Electric built it. Nov, 
on the later engines, they have got what ve 
oall an engine dri.,.en euper chArger, vbloh 
I think ls fairly reliable. 

The only effect there vaa that it added to 
the loading on the engine and the engine 
vae already ln dittioult7 in de.,.eloping ita 
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load and -- that 1a, the power absorbed in • 
driYing the super charger was an appreciable 
drain on the engine. 

But in talking with Ford tomorrow, the thing 
I thought I would etart 1n v1 th vas something 
like this. "Nov, Mr. Ford, ve hAve got to 
get more engines, a great deal more. It you 
had your choioe ot bu1ld1ng a auoceastul 
aviation engine, what ki.nd would you build?• 

AU r1ght. 

Nov, what I would loYe to do 1s, I woul d love 
t o go down and see these men in their drawing 
room. Are they dovnete.1re t odAy? 

I am pretty sure they a r e . I have got a 
Scotchman that told me when I lett t he companJ 
that 1t I ever wanted him, Just to say so, so 
I asked the ohiet engineer. 

What room 1a 1t? 

They are down on the floor Just below th1e one. 
It I could talk to Taylor or --

Juet pull up the phone . Well, do you think 
1t coats forty or torty-tive m1111on dollars 
or does 1 t ooat t wenty· million to expand a 
plant? 

It depends upon bow muoh they depend upon 
outside sources t or many part s. 

TheJ are r1gbt here in the bu1ld1ng, but the 
drattaaan 1a actually on the board and he 1a 
the one who answered the telephone. 

The 'lr1ght Company runs ita own toundrJ. 

There 1a auoh a d1tterenoe between twenty 
million dollars and f ort y-five million doll ars. 

It 1a Just about what I woul d expect. One 
would eay ttve dollar output t or the dollar 
ot oapital invested, . and the other about ten 
dollar output . Of course, that other invest­
ment 1a in those vendors' plants, and if you 

) 
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oan obtain the ~port ot autt1o1ent reliable 
vendore, then tbe Pratt • Wh1 tner aethod 1e 
11\loh d~apler and wah ead-er. 

• 
I would l1lte to explain how that OIUDe about. 
When we went to Hartford, we didn't have anr 
mona)' ao we got our triend to make things tor 
ua and then we kept 1t up beoauee 1t kept the 
plant investment down and they were all w1th1n 
truok1ng d1etanoe ot ue. l ow, I think 1n an 
emergency there ie a queation ae to whether 
that 1a an entirely good ayatem or not, but 
it was a t1ne eyetem tor ua. 

On the other hand, lt we oan bulld an engine 
factory tor twenty million dollars, wb<r ahould 
we - and then all on the auppl1ea, wh,y should 
we put torty tlve m1ll1on into itt 

I think it ie a lot to be oonaldered. 

I am Bootch, too. 

You have to worrr about -- remember about these 
various eng1nee Vhioh were developed. Now, 
Wright thinks they have certain oastinge that 
almost nobody else oan make. That may be 
true. It i s the question ot how long it 
would take to teaoh somebody how to make 
thoae particular caet1nga that they make. 
You people never made oaetinge. 

Davia made the toundr)'. He built us the 
t oundl')' 1n Fa1rtield, Conneot1out. It d1dn 't 
oost ue a cent. 

Inoidental.l)', did Wri.ght eay whioh town it 
waet 

No, I told them one, two, t hree, please. 

I should think otthand 1t a tellow could 
get an airplane t or twenty m1ll1on dollars 
and· depend upon the rest ot the 1nduatrr 
and another thing -- in oaee ot dynamiting 
or something, 1t apreada the r1ak. 

'l'hat 1e true. 

0 
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There is quHe a difference. 

But it 1e difficult, and that 1e ecmeth1ng 
we have to think about, to find vendore that 
are ecmewhere near the plant, the poi.nt being 
that you have got to back and forth all the 
t1me to aay, "Here, darn it, you made a m1eteke 
on that,• and so and eo, and it you have got to 
go twenty-tour hours before you get it, you are 
delayed that muoh. 

Let me give you a friendly tip. Somebody baa 
been telling t he President that the Navy planes 
aren't fast enough. Somebody aa1d that they 
would only do about two hundred twenty-t1ve 
miles an hour. They aaked why they don ' t do 
what the .t.r.;r planes do. I don 1t know what 
the an aver ie. 

Yea, sir. I will tell my home folks over 
there. 

Somebody has been telling him your stuff isn' t 
as good as the Army '•· 

Do you think ot anything ve have lett undone? 

No, I think you have done a beautitul Job; 
and it 1t 1e the laet thing I do, I a.m going 
to sit here and take two hours vhen you go 
after hudaen. 

George, have you given up the idea of comparing 
parte or are you still going to do that 1n the 
end? 

I u having t lovn in here from Dayton wben 
Echols comes--

Who 1e he' 

He is the head of the Wright Field. You might 
call hi.m oh1ef engineer of the ArmY Air Corps, 
that is really what he ie. I have got 
cranke~ta out of the Rolle engine and the 
Allison engine and connecting rods and 
reduction gears, and I have got a table tor 
them here, and I am @Ping to Just put them 
there and I bet you could tell the difference, 
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e•en though that h out or rour l1ne. 

And ve will take Kr. lnudeen down there, 
too. 

Sure. I knov I am etioking my neck out , 
but I don ' t oare. I think it 1a the thing 
ve have got to do. 

What can they do to you? 

Nothing except to ear I am an avtully con­
eerYative tellov, and that von 1 t hurt me a 
bit, because I think the engine will tall 
tor ua. 

The Secretary asked tlbat broke about it, 
vhat vae vrong v1th reterenoe to thie euper 
charger. I belieYe rou did tell hia that 
the orankehatte vere broken, connecting rode 
vere broken, and the orankoaee iteelt vae 
broken, and I think t here 1e a hiatorr ot aoae 
t1Ye or six auoh occurrences, all paralleled 
by teata . --

They have been ignored. They think eomehov 
it ther keep running enough eng1nee by some 
mraterioue meana ther v1ll get by the teet. 

Those th1Dga, or oouree, are the baeio -­
that 1e what :rou might call the oaroaea ot 
the engine. 

We don ' t care. We oYerlook a lot ot little 
things like craoke that leak oi l that don't 
hurt anybody, and bolts that break ott but 
don't neoeaaaril;y amount to a eer1oue aoeide.nt. 
and eo on, but theee thinge oannot happen, 
Kr. Seeretarr, v1thout getting into real 
trouble. 

Okay. I think you are doing t ine. 

389 
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Memorandum tor the Beoretar;r: 

From inveetigat1ona aade bJ Dr, Th. von !Carman Dr Cla k 8 
Millikan, Dr. A. E. Lombard and Proteaaor Ott o ' D. Ioppe; or' 
the poslibilitiea or uaing pl;rvood, molded plaatio or other 
non-conventional aateriala in t h e construction or prlaary 
training airoratt the t ollovlng conclusion• and recomaenA-ti 
can be drawn: ...... on a 

l. That the Arrq and NaVJ should uae the ea.ae tJPe or &11"­
oratt tor pr1aary tralnlng. 

2. That a singl e suitable airplane and engine t;rpe be ae­
leoted tor primar;r training. 

3· That a construction method be adopted that doea not 
require skilled men and mat erials neoeaear;r tor the 
manufacture or combat t;rpee . 

4 . That there are two pose1bi l1t1ea t or aeouring high or o-
duotion on a1l1 tary training t;rpea: -

a. Through the uae or molded, ruin- bonded pl;r­
voods, and 

b. Through the use or welded stsel automobile bod;r 
sheet. 

True molded plast i c materials are not yet developed at 
the present time to the point where t hei r application 
to aircraft construction 1a practical. There nov exist 
at l east t hree apeoiric t;rpee or pl;rvood construction 
Vblch have been auttioientl;r d eveloped to &ate it 
reaeonab17 certa in that an;r ot t hem could be aatiatao­
toril;r adapted to th e large-acale produot1on or train­
ing plane a. .U though no d etailed duign and production 
s tudies or the eteel training planes have eo tar been 
made, it ia bel ieved that the engineering pr obleae in­
vel ved are well enough understood to make it hlgbl;r 
probable that auoh a1rplanee could be produced autt1-
c1entl;r in quantity in t he near future. 

Studies Will be continued on thia problem to work out some def­
ini te program that will be mutuall;r satietaotor;r to the services 
and to the manuraoturere. I t muet be understood, however, that 
tor the requi rements or the immediate tuture it will be neceeaa­
r ;r to util ize the raoilitiea that nov exiat t or t he manufacture 
ot t raining airplane• or the conventional t;rpe, while th e devel­
opment or plastic-pl;rvood or aheet eteel aaohinel ia being com­
pleted and preparation• are being made t or production. 
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M7 dellr llaot 

I would appreoltlte 1 t 1 f you would paee 
t he f ol l ow1.ng i dea along t o the Pre lident. 

lion&~¥ , at lOt JO, the -oh1ne t ool people 
plu. the Arfq and ll&'f)' reJ;reeentat1ftl 111.11 =aet 
for the ltoond U•e 1n rq office a nd I t h1.nk 1t 
would be at!Yieable l f either Jlr . 'ltett1n1ua or 
l!r. Jtnud een , or bot h , '!IOUld oo.:e t o ey offi ce, 
sit i n a t tl\1a •I!Uft(l, and t he n t ake owr the 
l3aelh1ne tool problec 1n toto. This .Ul lenve 
me freer t o look after the oool'd1nat1on of n1r­
plnnea and a1rpl..l1ne tm~nu for : he ~ ond !Ia~ 
nne nleo continue to l odk a fter rore1cn purch•acs. 

~1noerely yours , 

Ur. " 1111&11 H. UcReJ11old!l, 
Adnin1 atrat1Ye A1s1 1tont t o t he ?reeident, 
!he l'lh1tl Houee. 

l " . 
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I would appreolato 1 t 1 t JOil ~~ pa .. 
the follOW1DS 1Ua along t o ~~ Proddollt. 

•0114a1, at lOs~, ~ •oblno tool people 
plu the U., aa4 .. ., NJI"IIIlt&Uftl wUl _, 
tor tbe ••~ u .. 1a ., ott1oo alld I tblu u 
wwll llo ~ablo 1t 11~ ~. Stotuatu. or 
~. ~niHil, or both, -:11 oOM to ., off1oo, 
oU 1 n at tblo ••Uag, aa4 t lloa toke oftr \be 
-.hlno tool JII'Obloa 111 toto. 1'b11 .Ul llan 
• freer to lOGk after the ooor41na\lon of alr­
pl&aoo aD4 a1rpl&Do lllgiMI for thl Alfq ani 11&"7 
aa4 &leo oonU11uo to lo<* af\or f orl 1811 puroh&~ ... 

11aoorol7 70uro, 

Mr. WllU.aa K. llolleJDolll, 
Ao!GD1otraUn Aado\&llt t o tho Prll141nt , 
!be 11b1tl ..... 

. ., 
"' " 
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Present: 

H.M.Jr: 

Whi te: 

H.M.Jr: 

!tlotz: 

Bell: 

n otz: 

H.H.Jr: 

White: 

Bell: 

R.M.Jr: 

ltlotz: 

H.'II.Jr: 

Mr. Bell 
xr. White 
xr. ro1e1 
Mr. Young 
xrs . ll:lotz 

M&J 31, 1911o 
4:10 p.m. 

Harry, on this statement I r ead on the Hill , 
vbo were the people who worked on 1 t 110sU 
Bulll ftD aald 1 t vae you and Ge.eton. 

Onl.y 1n the afternoon. ! o my knowledge, 1 t 
vae Roy Blough and John Bulll ven and !arleau. 

Well, here la the polnt. Sullivan oalle up 
and says ve oan have from seven until twelve 
tonight to oorreot my statement and the 
Congressman says it must be gone over. Where 
le he waiting nov? 

In the Speaker' s room. 

You mean your testlmonJ? 

In the Speaker• a room. 

Ie it aek1ng too much ot you people or have 
you any personal 'Dlans -- I have asked Bell, 
White and Gaston to go over thll between seven 
and twelve tonight. 

It is all right with me. 

It is all right vlth me. 

!han Bell, I v111 get 8ulliven nov. 

!he Speaker' a otttoe ot the Capital. 

It you (Bell) would tell 8ull1 nn and White -­
there ia no use having J'oleJ, there le nothing 
legal about th1e. Ve v111 wear JOU ( l'oley) 
out eo.. other night. 

Regraded Uclassified



Foley: 

H. ~! . Jr: 

White: 

H.M.Jr: 

Foley: 

R.H,Jr: 

Foley: 

H.M.Jr: 

Bell: 

H.!4.Jr : 

Bell: 

H. M. Jr: 

Bell: 

White: 

- 2-

I don •t know What it ie. 

K:r teat1mony. 

I think there are some things t hat we oan 
refer to him. 

Well, :rou have got from seven until twelve 
t onight. 

It you want me, I have nothing t o do and I 
V1ll be very glad to be here . I don ' t know 
Whether I have anything t o contribute. 

I think it ie uy to t hea. It I wanted :rou, · 
I would ask you but I think it t her e is Bell, 
Sullivan, White and Gaston, I t hi nk we have 
done enough . I think t here ia auch a t hing 
a a too ma.ny people huddling over it so that 
you oan•t do it. Right? 

I think that i s right, eure. I t hink 
John Sull ivan --

It I wanted you, I would ask you. I am asking 
these other people 1t it would interfere too 
auoh, 

I don't think it ia a bi g Job. I t hink your 
at atement is in very good ah&pe all the wa:r 
through. 

I have got to get out ot here 1n five minutes. 
Vbile ve are va.it1ng, I am going t o t ell 
Sullivan that you and White and outon are 
available. Anything you want to aek, Dant 

Kot a thing. 

You know I shoved you that eecret thing. 

Yea. 

We have ;rour permiee1on t o make whatever ohangea 
aeem reaaonable to uet 
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I am entirely in the hands or you gentle=en. 
Are you all r1gbt? 

Yea. 

You? 

Yea. 

Are you? 

Yea. 

I saw over the ticker some finagling on the 
Annenberg business and Bob Jackson said he 
knew all about 1t. 

Phil came down t o me -­

Don't tell me. Okay? 

Yes, air. 

All r1gbt, thanks . I will be here - Phil, 
have you got everything to !·!re. Klotz? 

Yea, I gave you those memos and the President's 
letter is out and that is going to go, Mr. 
Morgenthau, there waa a list of things you Bald 

Is Sullivan go1ng to send hlm down? 

llho 1s going t o get it? 

I am going to out Sulliva n on Bell's teleohone. 

The only suggestion I would like to cake, Dan, 
ie thla: as you know, lt is quite unusual tor 
them to ask tor the unexpurgated copy and I 
think t hat any changes you make, they will take 
political advantage ot to say, •This 18 what 
he said, a.nd this i8 the tt!IY he changed lt, • and 
I think you ought not to make changes unless it 
is absolutely necessary. 

lie are going to change the word •agreement• t hat 
you kept referring to t o •understanding.• 
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All right. 

You eaid the other da;r to set a oertaio etate­
lleot . lloth1og hu been done about it ;ret • . 
Iraue hae a oop;r of it. 

Give one to Brett, 

It il different than we have ever done it 
before. 

I know. I want to atop it. 

I have g1veo ;rou a lht of what George Ha&e 
hal been ~g up. 

Let it &ll go unt1l Monda)'. flle ool;r th1og 
that I want :rou to do, aa I told :rou oooe, 
1e what Iraue got on th1e thing t hat George 
ope through v1th on Tueeda;r. I want Brett 
to have it toda;r. I want 1t delivered to 
h111 b;r hand and Monda:r g1ve 11e a aUIImary or 
Just the foreign planes and write a letter 
to Mr. Hull. Nobody elae geta an;r. Got it? 

Well, it ia my faul t. I prepared it and ha 
gave it to me ye1terda;r. 

Oh, but I want Brett to get that toda;r, please. 

R1ght. 

What vas what 1 a hie naaut doing here all da;r? 

Pu.rrtat 

Yea. 

'l'heoret1o&ll71 be wae vorlti.ng with Marah&ll . 
I tried to get the II a oouple of t111e a to t1nd 
out what happened. M7 ourio1it;r waa aroused. 

You might t1nd out about - 7ee, &leo the twenty 
boat e. Are we together, the three of ue,• nowt 

It 1e on me . I didn 1t atte11pt to olear 1t 
v1th 70u, but he hal been right on m:r heels. 
fv1oe be ha.• aelted 111. 
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I told Purvis he coulcl have t he twenty boats. 

Good, nov, we v1ll talk about the a&lle thing, 
about th1a thing that ~orge does. It is 
complete? 

No, not quite. 

There are two different things. 

Doee that apply t o these to these other 
analyses on a monthly basis? 

Just so as to get through t onight, will you, 
please let General Brett have what we gave to 
Captain Kraus. 

Oh yes. 

Which i s the report or the manufacture or planes 
and engines last week. 

Yes. 

Now, please l et him have t hat . I don't want 
to hear any complaints from t he Army. For the 
rest or the stutt, everything can wait until 
Monday. 

Right. 

Right. 

Everything. Please personally see that he 
gets it. 

The State Departnent baa released the DuPont 
contract tor the new plant . 

And I want to tell you, I don ' t want you to 
work tomorrow. Take tomorrow ott. 

I wouldn't want to work tomorrow. 

Well, I will leave that to you, but etay away 
rrom the office t omorrow, will you? 

All right. 
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You haYe earned 1t. Pleaee. 

All r182lt . Good n1ght. 

~02 
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!D QIU)tiUJ FIUI'CDIG 01' PEDE!UL nP!IfDITt1RES, !XPUDED 

R!QOIR£1 PROYI SIOI OF ADDITIOIAL TAXES OR AN I~CP~SE IN THE 

fiiDUOU, 1'HB TRU8tJM DEPJRJ'ltEIIT STROliGLY APPROVUI 

CAI..L t ... <:r 
PROPOS~ FOR 10 PRR C!ll'f 

lOS 
IIICRUBES 1.1 I.ICOIIJ: UX P,r-•n:• S AND ADiilTIOIIS TO OT!U:R IIITERIIAL 

IA~'eS. 
R£V!'JrOE AID AI11'BQIUUf i OI FOR THRP! BI LLI OII DOLLJ.PS OF IIATIONAL 

" 
DUU S! 8JC:OJUfiBa .• 

I .AM contJIC&D fli.IIT TilE PUBLIC IS IHi..- llfG /JlD liUJ:Y TO 

J.CQPT THE PKRBOIAL 8J.CJI.IFIC.IS 01' PM IIIG tB:I ADDifiOIUL T.lXEa 

f!UT .A.RE IICUUJIY TO PROVI DB TilE COO:ITRlC WITH ADl!~oUJ.TE lUTIOlfAL 

DlniiBa • 

.. 
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In his budget message or January '' 1940, 

the President anticipated tor the tiscal year 1941 

an excess or expenditures over normal receipts or 

$2,876,ooo,ooo. Recovery or excess capital tunds 

!rom Government corporations was estlmated at 

$700,000,000. The President recommended that 

$460,000,000 additional taxes be imposed to cover 

emergency national defense expenditures . This 

lett an anticipated deficit ot $1,716,ooo,ooo 

to be financed by borrowing. 

Since that time events have taken place 

that make necessary expenditures t or national 

defense that tar exceed the amounts provided 

t or 1n the 1941 budget. 
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on the basis of appropriation bills which have 

passed and those Which are now ,Pending 1n congress, 

the Treasury and the BUreau or the Budget estimate 

that the det1cit tor the !1scal year 1941 will 

amount to $', 70', ooo, ooo . The borrowing power 

now remai ning under the existing debt 11m1t 1s 

$1,9n,ooo, ooo . In the 11ght ot the extraordinary 

requirements tor national defense it is anticipated 

that, unless the Congress acts to relieve the 

situation, this borrowing power will be completely 

exhausted by the and of February and the working 

balance or the Treasury will be dangerously depleted. 

Action to protect the position or the Treasury cannot 

sately be postponed until the next session of congress, 

especially 1n a critical periOd such as this. 
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The Treasury working balance is now 

approximately $l,}OO,ooo,ooo . It would be 

undesirable to reduce the balance much below 

this level . The maintenance or a working 

balance or present proportions has enabled 

the Treasury to omit major financial operations 

at a time when market conditions were not 

favorable and by wa1t1ng !or more ravorable 

market conditions to save a great deal or money 

in interest. ihen viewed !rom the standpoint or 

the insurance and !1nanc1al secur1 ty Which a 

large Treasury balance has arrorded, the interest 

cost on Treasury bills issued to maintain the 

balance has been very small -- at present 

approxtmatelY $1}0,000 per year. 
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The maintenance or a balance approx1111ating · 

the present one is distinctly in the interests 

or economy and financial strength and is 

especially to be desired in the troubled world 

or t<X1sy. 

The orderly financing or Federal 

expenditures, expanded as they are by emergency 

expenditures tor national defense, requires 

provision or additional taxes or an Increase 

in tb8 11m1t on t .he national debt. In 117 

judpent, both steps are essential. 
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I am convinced that the public is willing 

and ready to accept the personal sacrifices or 

paying the additional taxes that are necessary 

to provide the country with adequate national 

defense . 

Members or the Treasury starr are here 

prepared to discuss technical details or the 

bill be!ore you. I strongly ravor its passage . 
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TO 

TREASURY DEPARTMENT 

INTO Ol'f'ICa COMMUNICATION 

DATE l!a)' 31, 194o 

The Beoretarr 

Dr. George J . Mead 

you: 
The following iteme are probablr ot interest to 

Allison Situation 

An engine at Wright Field and another at the Allison plant 
have both run 50 hours at take-ott power, whioh releasee the 
floor production with the understanding that failures oc­
curring ori or to satisfactory trpe teat at the contract power 
ot 1090 hp. will have to be made good by the manufacturer. 

Available Riepano Engine ?rpe• 

Colonel Jaquin haa 1nd1oated that the preaent Hiepano en­
gine used by t he French is rated a t 980 hp., which is in­
euttioient for their immediate needa, with the result that 
t he enginee have to be rebuilt after almos t every flight. 
A more powerful engine r ated at 1200 hp. seems to be i ,n the 
experimental stage, but Jaquin assures me that he oan produce 
a ea.mple, 

Ford Situation 

Mr. Ford hae indicated that he would be willing to study the 
questi on ot airoratt engine production. ?owarde this end 
Mr. Olley ie to work with ble start, eo that they me)' have 
all the into~tion we have upon which t o make a decision. 
Incidentally, Mr. Ford was aletaken as to the emount ot work 
that hie oospanr had alreadY done. Conaequentlr, Hr. Olley's 
statement that Ford was three or tour months ahead on tooling 
is still correct. As eoon as information le secured on the 
Riepano, t bie also will be turned over to him. I will follow 
up t hie matter again next week. 

Mr. Ford ie v1111ng that you tell the newepapere he was here 
to consider problema concerned with National Defense. Ob­
viously, he ca n go no further at the p reeent time 
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Plaet1o Planea 

The report ie here from Millikan, but I "'uld 'Oreter to haTe 
it more thoroughly di gested and giYe you a oonoluei on early 
next veek i t this ia ea tietaotory. 

Thursday 

Arrangements have been made tor the Wright Aeronaut i cal. 
Corporation representat i ves to oome in at 9:00 Thursday 
morning and the Pratt & Whitney group at 2:30 in the after­
noon. I t hink it would expedite matters t or Kraus and myself 
to tal.k with these people and then get in touoh with you tor 
a oonterenoe it you can spare the time, In oaee this day or 
the times are not eat1etaotory, "'Uld you kindly let me know • 

• 
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COlll'IDE!~UL 

Kq 31, 1940 

'l'OI The Secret~;y 

ll.r. Young 

I.OCI!I!:ED Gild !WIILTO!I 

On l!a;r 29, 1940, U.. llrl tloh contra.ctod for 360 
airfro.:>ea (Recormr.iounce boabero) troa Lockheed a.n4 
!or prape11era !roc ~11ton St &n4ard. Total •alne 
of the contrACt 11:10unto to $26,460,000; no capital 
co~itment lnTolTed. DeliTery It to ttart September. 
1940,and continuo through June, 1941. (!hit con­
tract cancelled 240 Lockheed General Reconnaiot&nco 
boaboro ~dol 32 pre• iouol;y ordered v1th a Taluo of 
$20,540.000.) 

WRIOll'l' .u:ROI!I.UTICAL 

On I!IIT 22, 1940, the French eurclud an option 
!or 1800 R-26001. onginot. 'l'ot al • aluo of thh contr&Ct 
...,unto to $31,760,000 vitb dellnry ttiU'tlr>e In JanuiU'y , 
1941, ~ running through SepteDber, 1941. (Zwo options 
exist ~er thh contract, one !or 600 enelnoa vltb 
c!el l.-ery froc October to December, 1941, exerchable 
until Deeecber 1, 1940, end the other ror Z400 e~lnes 
vtth dell•ery from January to Dece~er. 1942, exercla­
&ble until !!arcb l, 1941). 

I!ORl'i! .AIIZRICAll 

.. 

C&nnd& contracted on May 25, 1940, !or 100 Rarvard 
trlllnere . equipped vitb Pr&tt And Whitney WRap R-1340 
eng1nea , propellers, and governora. Thla contract also 
co•ored 180 •~&re Wa.oo and 30 op&ro propellers and 
gonrnora. Total •alue of tbo contract .,..unto to 

, J ... 
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tc,liM,OOOJ ao ct~~>ltal --- lll't'OhM. Dell....,. 
llec1aa 1a Mcui, 1Ml, 11114 ooatS...e ihroQ&to .&acut 
1N2. (.ur~-~ will lie 4111YWe4 'b)' IUJ"J>a%7, 1N2i. 

0a Mq 23, 1940, ibe lll'lthh tlll4 heaob e:uroht( 
aa opUoa tor 384 1Co41l IIA-7:1 'P"Q1"111lt p1aaee. !I'll. 'f&llle 
ot tbh ooatract ..,..,.b to •14,747, 000, vUh 4ell....,. 
llec1aatac la Jaa'f1Ar7, 1!141, lUll!. ruaalac ihroQ&to lo.,..ber, 
1N1. 1o capital co•lt•at h 1.,.,.o1vM. 

!be l'reach cloiM a coatr~~et oa llq 2t, 1940, tor 
38 IICOD4 haD4 IUaeoa tlll4 Y"clltM plaMe vUh a 'f&lu 
ot $56,000, ec:he4ul.M tor 1-41ato 4el1•11"7· 

~-

412 
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OODllliftUL 

~ 31, 1940 

'1!01 '!'be Secret..,. 

J'roa: Nr. To\Uig 

.l.o 1011 lalov, tlloo .Lac1o-:rruch hrcllooolDC Boar4 
1o CC1llt81ltl~ MkiJI« requeoh tor tho u1uoo ot 
porier Cl!p..,it;r, tho ro1oaoo ot ara:r .....,1111 otocko, 
otc. 

It voul4 reline both 1011 11114 Clllloral llarohall 
of cond4or&ble routine 11114 nulouco 1t a peroon 
were 4odpate4 1n the War Depart<Dent to work vltb 
.. ln clar1f;r1,. &114 coneol14atlDC thooo it- before 
action beco.ae nece1aar7. 

~-

413 
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THE ~ISTAHT RCrifl"AAY c:#' THK NAVY 
WAatl...,._,.. 

~ dMr Ill' • lorpntbaUI 

Sl 11aJ lUO 

I buten to ackDowleclc• receipt ot )'OUI' letter 
ot llq 25th, 1940, 1n which 7au encloeecl cop1ea of etat.­
Milta ahlnr1Dc a1rplaJ>e orders and dalbar1aa to the Brlt1ah 
and :rr.nch Gon.--nte. 

Pl.aaae lcDow tbat. 70UI' courteq 1n th1e •t tar 1a 
~"&tl7 appreciated. 

'fba Booorable S.DI7 lorgsntbaU, Jr., 
S.eret&J7 ot tbe treuur7, 
kahinctoD, D.C. 

414 
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•. St~tnry~f StatE, 
~ 8 ,..,,_ 
· ~ '"ln~~to:-~ . 

'-. - n ,.,. 
.:. ~·..) 

H6o., }•ny :n. 

13006 
PLAIY 

LOI:DOll 
I 1 415 

Dated !lay 31, 1940 

REo 1d 5 : 23 p.o~o 

i& . • 
"' Doai'd_;~r TrcdE announcEs an End!:!Enta to list of goods 

•• .. Cl; 
su~:ct t~~port l1cmsi:"l{; t h E Effect of ,..hich is as 

tollcr.:e : 

(l} ~roup s. DiEs (n~tthtr countEd or not) of 

di o.r~onds n"\d tools a!lcl tool parts or •·h1ch thE cutting 

EdGE ia tl.~r> Ed 1:i';h d~amond art uoludtd fran thE licEnc E 

rEQ.U1l' El<1tnts tor txport to British E::1pirt c ountriEs. 

(2 } Group 5 end group 12 . Ex cnption for singlE­

vision optotaolt l ensEs is c:ttnd td to oovtr al.l 

sptctaclt lEnsEs. 

(:;} Group 12. ''olt. :ttErs a-:(o auottErs of a d1a:.~Etr:r 

inol•.Kllr.g tt-E b tzEl of 2 ;.:lc~co or -,rc b•tt not EXCEEding 

2- l/2 inch es arc add£~ t o soods rEquiring licEnsEs for 

cxnort to e ll dEstinations. 

(') ~rO'-'P 13 . AcEtl.c acid lli!1!1IOI"Iium p Erchlor ata 

and !_>oto.osl.Ul.l :> trchloratt o.rE addEd to goods rEquiring 

l1o ens ts :C'N' £X:>ort t o all d Es tinations and gall nuts 

to sooda rEquiring l iCEnSES for £x:>ort to Europ tan 

countr1u othEr than Franc£ ( clasdf1cat1ons) . 
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SOLD 101 pn .tt n HOLD POll m.J•D !iCLD JOR P..IL!ASJ 

Kq 31, 1940 

COlll'IDEil'2IJL: 'l'o be held in SSIC? COlll'lDE:lCJl 4 
porUon, IT"•P•ia or intilo&Uoii'""iObe 'IJUblio~ed o': ... ::., 
out until the ~DiG of the Preoident o u- ~~a"'' 
- ·· 1D the Se t • """"«e • be-
D-- Da • or the Rouse ot Repreotnt ati ~ 
treme care l:lU.It therefore be exerched to aYoi:'pr'' o:u."':r 
publication . 

8 

STtl'I!J:I I.I.RL T 
Secretary to the Praeident 

TO TBi CONGRF.SS OF THE UlilTED STATES a 

'l'he almost illcrediblo events or the paat two weeb 
1D the European conflict, perticularly 01 a roault of tho use of 
aviation and mechanized equipoent, to&othor with the possible 
ooneoquencea or further develoP=8Qt•, neoeaaitate another enl.rge­
ment of our a:dli tary prog&l:l. 

No individue.l, no ;;roup oan olouly foretell the 
tuture . Aa lons, however , as a possibility exiata t hat not one 
continent or two continents but all continents uy become involved 
1.n a. world wide war , reasonablo precaution domands that Am.erica.n 
dofonee be mado more ce rtain . 

An investigation into manui"aoturin~; rosouroos since 
my mouago of May 16th, to dotormiuo tho practicability of placicg 
additional ordors with icdustry for apooial mator ial , both to ' 
provido an oa.rl y expansion of oxist1ns production facilities, and 
to obtain inorea&ed qUD.D.titi~s of tho apco1o.l wo·apons concerned, 
has cauaed tho ifa.r and Na.vy Doi)CI.rt.l'lcinte to submit to oc Ill urgont 
and now recommendation that incrcaaod appropriations and authori ­
tationo for tho Nationt.l Dofoaue bo 1114do 'b<fora tho adjo""'""'nt 
of tho pro a ant Congress . 

Qvor and beyond tho ncquioition of thia actual 
nt.ter1Cll ia tho evident rcquirc110nt for the 1miood1ato crution 
ot additional producti on fooilitipo to ~ poooiblo fUturo 
aznorsonoioe Cla woll as present doficlonci~• in the makin& of 
munition• , euch as guns . ammunition and fire control equipment . 
Thooo taoilitios r oqui"e a long time to oroato and to roach 
quant ity production . The increased gravity of tho situation 
indicatoo that 1\ction should be ta:Con without dolay . 

Tho problem of dofendin& our national institutions 
wnd territor ial integrity i s no lonsor a probl om for men equipped 
eimply with an indomitable datercdnotion . Uodorn dofenso r equires 
that this dotormination be supported by tho highly developed 
"""'hinory of our indust rial productivo capacity . 

The axpansion of our do!eneo progua ~:~&kl>o it nec essary 
that wo undertake il:l:aedi&toly the trainic& and rotraininl; of our 
pooplo, aDd oopooially our younr; people, for oaploy::aont 1D icduotry 

and in aarYioo in tho Ar'ml! and !lny. 
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The r equirOlllents of indl:4try and l.bo oxpo.ndod an:>ed 
foro•• for poroons with exporionoo in :>Oohllliool and """"'"1 
field• are ob"lioucly goint to be r.roat . .,e do not hue such 
tr~>inod porsoJU in the number that 'rill be roquirod for tho 
taakl that lie o.hc-.4 of us if our dotonao 11 to be assured. 
We have, therefore, the task or trainill' a la.r&e nu.::.ber 1.:1 
tho aldllc and se:~i-skillo required by :oodorn production in 
induotry and by a highly mechani&ed dofonso force in the ~· 
and Na.y. A prlJ:>ary consideration in tho trainin& of skills 
oust be , not tho existing distribution of workora among skilled 
fiolds , but tho diotr ibution that would be r •quirod if ou r 
industr ial maohino and our dofoneivo forooa woro tully moblli:od . 

In tho national effort for dofonao upon which we 
oro now ongaged , it is imporativo that wo mako full and ef fective 
uiO Of tho mighty capocitios that lie in OUr population. Here 
as yot undeveloped lio tho ability and tho atronzth needed in 
tho buildinG up of our armo.mc:nts to provide a ouro industrid 
foundktion f or the meeting of any and all dof~nao roquirocents . 
17ithout tho fUll devc loJ'!"'nt of t hose okillo, our national 
dofonao will bo l oss than it muot bo in tho ori tic>l days which 
lio ahead . \lithout l.ho fUll contribution of our pooplo, our 
dofonso cannot attain tho invulnerability which tho nation 
daoanda and which wo u o dotvrnln<.d it ahall ha.vo . 

The one mst obvious leason of tho present w&r in 
EUropo 1• the value of the factor of apo<d . Thoro 1o definite 
danger in waiting to order th• co=ploto equipping and training 

or ~101 after a war bet~ · 

Therefore _. I ::uggoet tho D poc.dy onlargomont of the 
pror;ram for equippin& and trainil't; in tho U sht of our defense 

no ode . 

I ho.ve instructed tho ropro11ontativos of the War s.nd 

tlo.vy Oepo.rtl:'l.onts and also the roprosontlltivoa of the several 
asoncios doa lin& with the trainin; of younb men for non-combatant 
s orvieos to make available to tho appropriate co~ttoos of tho 
Congross tho plans and propouls whioh they lulvo laid before .,., . 

'i'heso plans call for in>ediate appropriations to 
oarry forward Congressional dooisionc in bill• •lready pendinr;, 
for 1=ediato appropriations to add to tho proU"" o.ud for 
authorho.t i on• to enter into contracts which it 'rill tue s01>0 

tir~ to complete . 

'lhe.ro is a spoeific NOOJCOildation I "'ttuld cake in 
concluding thio message, that before ~djourDDCnt this Congress 
grant me the authority to oall into aotivo service sue~ portion 
of tho National Guard ~· may be doomed nooossa.ry to muntain 
our position of neutr ality and to ao.i'oGUard tho l!oHonal DofoJUo , 
thia to 1ncludo authority t o call into Gotivo nervice tho 

noooaso.ry Reserve personnol . 

fha amount~ involvod aro lAr&o -- over a billion 
but 1 boliovo that for n~cional oQfoty the noods 

dollo.rs -­
aro urgont . 

Fil.'JOI:l.Ill D. ROOS~ 

THE ITt!ITE HOOSE 

LILY Sl, 1940· 
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Sccrcto.ry of Stat£, 

Washington. 

~9, ~ay 31, 5 p~. 

GRAY 

Uilan 

Dated tto.y 31, 1940 

Rce ' d 1:24 l;..,. 

Todayt s markEt index 225. 77. Volume 841635. 

PricEs r Eeovcrtd yEstc rday ' s lossts in modtrat£ 

L· 418 

trading. Official announconcnt that exchange will !:_onain 

opEn in easE of war favorably rcccivcd. -
SHOLES 
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llaJ' :51, 1940 

At Oab1not I wrote Harold Iokea a note 1n which 
I said t hat he waa a till my f avor1 te candidate for Sec­
retary ot War and this 1a the on ewer he aent me. 

-
THE WHIT it HOU81t 

WAeHINQTON 

-
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FROL\: AMBASSADOR BULL ITT 

TO: SECRETARY IIORGANTHAU. 

I ~ 21 

SECRET 

ON ~UNE 4TH ITALY PLANS TO ATTACK FRANCE. ON THAT DATE PLEASE 

HAVE READY TO PUT INTO EFFECT EVERY FINANCIAL AND ECONOMIC MEASURE 

TO WEAKEN ITA LY THAT YOU _COULD DEVISE 

~e.cRET sECRET 
~ECR~T 

--

Regraded Uclassified
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1 han \lie hoaor \o rap or\ \Jia\ oa April 16 • lMO ne 

1•••raaoJoDilt EYelo\otf~l•••lo-.p, rr. ,.. .... Plall 1. 

Oolo. 1ona1. 11 a leUor 4a\o4 April u, lMO, al4ftlllt 

.. \he o-erllal •"••" of thil uaauoa ••-'•• \bat u 
•u ao\1Jii ao \naa\oo f or t» l a1ierllaU OD• ! 11\rCifiU o-nel 
oat \!Ia\ 11 \b.lD oapaoHJ U hal ouotuUal tdll 01 

to,oelt a\ the .. u.-1 OUJ ... k of loW York. loT• 11 

'"• o-. le•hr , .. wl ....... •••• ~~ \la11 oo ... n .. .. .. .. . 
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lO tM IUhMl 01 'J leU Ul \lie oa11ew \o tiM 11111Mt 
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"10 an \netoo If lUONUhMl 11\w-.u 
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UP OSI 
.!! 

1Bl3RIASIOIAL! KYILS!OirAl SIJSSLSXAP 
( lo(oAo) Q S L Oo 

In 1U6 \1M JQropeu alhac•• l terull .. r ) protlaouo 
wbo bot llifoD I a ol oao oolla-oro\l oa olooo lVII, 4ool4o4 \o 
onet \lMir .,:n .... u t or a tar\llifr portot ot 1 1un. '' 
~ba' u .. 1\ •• :nool To4 \ o oo\ a p • trao\oo 1a LOIItoa utor 
lbl •• ,u ott• 

lll'il!lliUlOIAL ll!Rl»U ASSOOU'!l J I Lllll'lllll 

wbo ••• oppol n\o4 \ o 011 \ba\ \ho aa:no .. a\o woro pr oporl7 
oarrlo4 OQ \ oa4 \ o boD4lo all aeoo1lDto aD4 t1DoDolol .. ttoro. 

TIM •are-a\ woo •11•' '117 \lao aUrae•• pro4aooro 1a 
l bl f o1l ool Dl oOilD\riol t• 

t')~~. 

l!ALT, 
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... . 
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ecplo714 \lM ool llJIC orau1aaUoao 01 1\lelto\ott·SJ•Ua\ 
o.a.b,b., Borlla (\bo Ooraaa a roap ) oat laporiol 01Moloa1 
l n4ao\r1oo Llal\o4, toatoa ( \be ID&111b 1roap) t or \blo porpOOio 
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l blo onroao prl oo \ o \lM aroupo t or \ llif 4011werloo '"'' ha4 
.. , , at ooob por i 041 oat In ouob 1no\olaen\a •• ooro l o14 t oOD 

b7 t bo .,:n••••· 
laporlol Ob.o,.loo1 1 D4a otruo L1a1to4 (&aJL.liD), bo .. nr, 

-••• oa ozoop\loa •• tbl7 \ btaool ••• oolloo\o4 \ho vroooo4o ot 
lbolr oo1oo an4 •• tor •• tb07 ool4 mo\orial t or o\ba r 1 r oKpa, 
lbo7 ratan4o4 t o l a\oroa\l oaol J1t r o&ID .a.oooo1ot10D L1D1\o4 \ b.o 
oqo iYOl on\ ot tb.ola quoa\1 \ l o•• 

!lot tallow1Di preoolore rooulto4 t ro• \blo t• 

Tba tol1wor1oo • •40 '117 all \bo a roupo wl\b tllif •-pu oa 
of Conoonr waro pal4 oa \ of \bo proooo4o ot tb.o aoloo .. , , '117 
tho Oormae'aroup aa4 \bo abo•• aoa\lOno4 pa,.oa\o aa&o 'IIJ \bo 
&asl lab 

1
roup 

1
ooor 41DI \ o \bo o\lpulo\lOno ot \ bo aaro ... a\. 

no roforo tiM a oDloo \llifD l ~tt oyer - ol oJiilo4 t o \b.o ooraaa 
• I TOll f) · 

.lll \naoooUoae ao4o '117 
b7 t bo Troo\oo aro aut1\o4 '117 
(Cbar\orol Aoooaa\Uito ) o 
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s oo1•\• Pl4aola1ro SD1ooo, Boola 
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lla:r 31, 1940 

l!EWORANDUll FOR 'fHE SECRETARY: 

Attached 1a a summary r.port or the proJects 

wh.1oh han been worked on 1n the D1Y1e1on or Tu 

R .. earoh d1U'1ng lla7 1940. 

Attachment 

426 
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lilonthl.;r Report on ProJeote 111 the 
D1rta10D ot !ax a .. earoh 

Xa:r 19110 

I Nev proJeot1 

1. Nonred4ent 1noou under State 1noo1110 tax lave 

421 

In oonneot1on with an informal requeat troa the Depart­

llent ot Juet1oe, a 11eaorandua hal been prepared on the 

treataent ot nonree14ent 1noo110 under State 1nd1rtdual 

1Doc.e tax loe with part1oular reterenoe to tbe pro­

•1a1one 1n State 1noocae tax lui tor ore41te on aooount 

ot tax .. paid to the State ot r .. 14enoe. (X1ee Welle)• 

2. Dutoh ownerah1p ot Aaer1oan aeour1t1 .. 

.A. •••orandwa vae prepared tor tbe Ott1oe ot the General 

Oounael on the volume ot .lller1oan bearer bonds owned b;r 

Dutoh o1t1r.ens and the poea1b1l1t;r ot determining the 

ownerehip ot apeo1tio bon4e at tbe time hoet1l.itiee 

began 1n the Jetberl.ande. (Mr • .A.tlu) 

J. !ax-e-pt ae01U'1t1ea 

Data on (l) the groee a~~ount ot 1ntereat-bear1ng eeou­

rit1ea ot Federal oorporat1one and agenoiee outataodtng 

at the end ot aaoh oaleodar ;rear troll 1929 to 1939 and 

( 2) tbe aaount ot auoh eeo\11'1. t1ee held b;r tbe Ul11ted 

Statee Govarllll8nt, J'ederal trust tunde, and J'ederal 

• Peraona 11Aitid &8 voriiliiS on tbi 41lrerent pro]eote ao n~t•M 
1nolude thoae vbo aote4 largelY or exoluai"rel:r in a oone -
or renewing oapao1ty. In general, the peraon, 1t an:r, ao­
thel:r 111 ob.arp ot uw proJeot U lilted t1rat. 
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agenoi .. are bei~ ooap1led, (Mr. J:oker-Rao& an4 

Mr. Mannen) 

~. Mutual inauranoe OO!!palliea 

A brief report on the tax treatment ot mutual 1neur­

anoe oompan1ee, the nature ot their 1noome, and their 

relative 111portanoe ae oompared to etoolt oompaniea 1a 

in preparati on. (Hr. Shere and Hr. MUle) 

5. Und1etr1buted prori te tax 

A ••orandwl ie 1n prooeee analJ"&ing, in the Ught ot 

1aauea ra1aed b)' ~ un41etr1bute4 profits tax, the 

etat1at1oa ll&de available troD 1noome tax returna and 

other eouroee, (Hr. Shere, Mr. Atlae and Mr. OopelaDd) 

6. Propoaed leg1alation author1dllt !J)propr1at1on ot oar­

tun tu re oeipte to the Virgin bl.anda 

A memoran&ua vu prepared oover~ the t1aoal relationa 

ot the J'ederal Gonrment with the Virgin Ialande with 

part1oular re:tel'llnoe to the taxea 1nvolnd 1n H. R. 9214, 

76th Oongreea, J'1.ret Seea1on. (Mr. Eour-Raoz) 

7. Building and loan uaooiatioM 

The auggeation to exet~~pt 41T14enda on bu1l~ and loan 

auooia tion etook :trom the Federal normal 1noo11111 tax 1e 

being analJ"&Id. (Mise Till and M1ee Welle) 
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I! Conti nuing proJeote 

1. War and exoees- protita taxes 

The etud:y ot war aDd exoeee-protite taxation 1a oon­

tinuing. A digest ot war tinanoe proposals during 

the period 192o-194o 1a in preparation. Other phasea 

ot war tinanoe are also under exuination. 

(Mr. Eolter-Raoz, Mr. Gordon, and Mr. Mannen) 

2. InoentiTe taxation 

A report anal;rz1ng the proT1sione ot s. 356o, 75th Con­

gren, 18 being prepared. Tllie bill prortdee tor the 

imposition ot a tax whioh is rec!uoed ae the eJq>enditure 

tor l abor used in bus 1neaa 1a inoreaeed. (Mr. Shere and 

~lr. J'arioletti) 

3. Inoome and estate taxes 

a . Raporta on the tolloving s ubJeots are in prooesa: 

' 2J 

(1) Aaeeta and 1no0Cl1e ot oorporat1ona exempt trom 

the Federal 1nooma tax under Seotion 101 to­

gether with a Oongreuional hlsto17 surrounding 

the exemption ot oertain types ot oorporationa, 

eoonoado ba81a tor eaoh type ot exemption, and 

tha etteota ot allowing tax exemption on tha 

operations ot auoh oompanies. (Hr. Shere and 

M1as Tlll) 
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(2) ~ probl.•• ot ~o1al. deten .. taxee v1th 

partioular reterenoe to the hohnioal. prob­

leu 1nvolnd 1n the augg .. uon that a tlat 

peroentage 1noreaae 1n the preeent 1no0111e 

and other taxee be iJIIpoeed. (Hr. Shere and 

H1a e Coyle) 

(3) Propoeal to allow oorporatlone with 5 or 

leee ebareholdere to be treated tor tax 

purpoeee ae partnereh1pe. (Hr. JUlie) 

( 4) !be probleae ot estate tax p~nt. (Mr. HUh) 

b. Report• on the followi ng 8\lbjeote are in urioue 

etagee ot preparation but han not been aot1nly 

proeeouted during the month. 

(1) Distribution ot t~xeapt eeouritiea by net 

1noome braokete with part1oular reteranoe to 

tbe holdings ot auoh nourit1ea by pereone in 

high inoome braoket.. (Mia a Coyle) 

( 2) Povere ot appointment and raaa.1ndera under 

the estate tax. (Hr. Mille) 

4. Innntorr ot tax propoeale 

A preliminary dratt ot inventory propoaale, dea1gned to 

produoe additional. revenue vhioh hae been ooneidered by 

the !raaeury trom t1Jie to tiM hae been ooapleted and 

1e nov in the prooeea ot editing. A e1&1lar OCI8lp1lat1on 
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or 'lreaeur;r tax Jll'Opoaala otbar than those dealgDed 

to produce reTeDua ia 1n .... - ..... ~auon. ("- on... ,. • .,._ ....-, ..... re, 

431 

Mr. Gordon, and Kr. Zoraoh) 

5· 'l'ax ohronologz 1919- 1927 

.t. ohronolog;r or J'ederal tax rat .. , oonr1ng tbe period 

1919- 1927 , baa been o0111pleted and is nov being edited. 

(Obarta ooYer1ng tbe :rears 1913-1918 and 1928-1939 ware 

prenoual;r prepared.) ( Kr • .t.tlu and Xi .. !Wghea) 

6. Inoo11111 'lax 8tud.7 VP.t. 

'lhe atud;r or i nooae tax returns oarriad on at Pb.Uadelphia 

with VP.t. tundl! since October 1938 1a continuing. 'lbe 

table or contents and portion or the text t or 8eotion l 

or the Income 'l'ax Study and tabl e rorme t or apecial tabu­

lations were reY1ewed. (Mr. 8bere and Xiaa Oo;rle) 

III Routine a .. i«nMDta 

l. ReYiawa or publ1oationa, etc. 

'lbe pegs proor or atatiatica or Inoo11111 t or 1937, Part 2, 

OOIIPlled tree corporation 1ncoae and exoeaa-protita tax 

raturne and personal holding ooapan;r retul'U8, vae re­

newed. (Xr. Shere and X.i .. Bugbee) 

2. 8tatiat1ca 

a. In oonneotion v1th the euparnaion or the teohn1oal 

wol1t or the Bureau or Intemal Rennue, aeYeral 

propoeala or atat1etioal tabulationa han been 
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tonnal.ated u4 ex.l.M4. 

Ul4 Ill'. -~ell.) 

( Ill'. llOQCh, llr. lben, 

b. 'fl'aMoripte Ul4 PQDOh oarde zoeoe1n4 tro• ~ 

I 432 

InooM 'l'ax IIW1!7 aft be1DC nTawed 1ll o~r 1;o 

elliiMraM 1111etl&l bbulaUoae no1; •141 b:r 1;be 111:wl:r, 

wh1oh as.pt .lake 4el1rable tbl e1;or11lg ot tbe abon 

zoeoo~. (K1.. Oo:rle) 

o. .&411~1;rai1n zoeporte &D4 eta1;1eUoe ot ~ Bureu 

ot Intimal lleftll'llll aft grapbl4 alld oo-nte4 on 

tor 1;be 111toraaUon of llr. llull1Tua. ( llr. O•llb•ll) 
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Sc~r~tc.ry of state 

Vlr..sh:l."'l{Ston 

1 '),54, tlay 31. 

PLAill 

London 

DattG l!ay 311 1940 

Rtu 1 d 2 :2G p . 1:1. 

!'OR T:tEASU"C FRO',J BU'l'TERI'i'ORTI!. 

' \tho-ag}l l..~ :!:lt City t:hE pl"OCESS of <_;.larking t.1~ 

:J. E. '•' . s.nd the qu est:.. on ot possib lE i nvas ~u:~ overshadow 

ll'.r...rkc': oonllidt.•o.tS ons nt'ltrthEltss tll£ phenomena of ~!te 

stco.ui nt:oll of tl'.c s<:ourl +:y and money marle tte :to 

hc>t e•vol• thy . In ~he fa()i: o~ the 1ncrcaa1ngly gro.v ~ nE'•" 

onr t he pAst thl•t t w~cks gl.lt-cdgEd prio cn, thougb .l.t. 

tl mEd ''ouohl.ng the mincma f 1.x£d i n l.la.•ob, r.rc· now 

atov~ t h E lEVEls of May 10 and of the dar hEf'or£ the: 

433 

Bclg.O.r.:. • s King cap1tu1atcd. This oond1t1on has bEEn 

u i nlr due t.o t h e "closed economy" aff orded by e<oha;~t 

c cnt:-ol and capi tal issue control. There has tor i nstP.nce 

been s ome evidence of i nvestment demand helped by thE 

l'•tiaht or funds released by the vcstine; of AmErican 

securities , war loan dividend po.yablt on June 1 and 

the oaah paymEnts on unconverted 2 il perc tnt convers i on 

loan . Gi l t -edged prices have also been sustainEd by thE 

announcmcnt of 100 percent uoS.at profi ts duty on 

bwsinEaSES 
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• ,_ 
tel !]'~454, ::ay :n, fl>o:~ London 

J 

b1•:irrc~aeo nne. trades. -'-dd to thea£ influences pntriotism 

, .~~ll'l:cncd by t h E dan3ero nov blatnntl:r apl)::U'Ent and thEre 

is s,tJ.Lnllus ~undant for the flovt of sav1ngo and investment 
.I 

i'tmds into OovcrruaEnt l oans which rmdtl's intErest rates 

of ouch little sign!ficanct that cheap monty-i ndeed 

chta.n cr money - is taken for granted. Equities have 

depreciated 15 pe~·crnt since Uay 9 . 

The mon ey m-.,.!tet even more rd'lccta the i nfluencE 

of c on:rol and oi ~he closing of other oha~ncls (e. g . 

trade ~-lls i'1nanc5.ng Scnndinavian' s 11orld ;;_•aclE) . Though 

r~ecl:l7 tEnders for Treasury bills have tnken incrtns1ng 

s\11'19 from t:1c monc:r rnarl;ct dnring the peri od or suddtn:'..y 

realized dang ers, not 1/32 has been nddcd to the rate 

at 11h1o:1 Trcasur;,r bills have beEn issued. Yesterday's Bank 

of Ens.Ltnd return shows an incrEasE in the notE issuE 
ten 

of !!Oun~llion t:> an all-tl.LI£ record but even this is 

rE~nrdLd as moderat e when Slli~day wages , evacuation move­

menta and month- end 1nflu£ncts arc taken i nto considerati on. 

TherE arc as ~Et no reliablE indications as to 

what ext ent tl1£ British Tl.• cao•ll'Y will employ thE n rn 

powera over :> trsons and propcrt;,r to suppl£mcnt i ts already 

efi'cotivc formal and informal oontrols . 

ICENNEDY 

csn 
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gp,t.IIIJM fCil tQ SJ&RitWt 11a :n, 1940. 

The 
Sbippl!!c S1tu,t.lon 

Association or American Railroads say their records 

indicate a pickup of approximately 2~ in the movement or export 

freight through the Port of New York. 

On May 29th they lightered 937 cars or export freight against 

769 on May 22d . 

Cers of export freight awaiting lighterage were 3591 on 

~ 29th versus 3633 on Kay 22d. 

~port treight in storage in railroad-owned covered piers, 

3039 cars Va:y 29th against 2836 on May 22d. Rough treight unloaded 

from cars and stored on the ground, 1412 carloads llay 29th against 

1390 May 22d . The number of cars stored on covered piers as well as 

those on ground storage are far below the available capacities . 

The export lighterage situation is viewed as healthY, with 

91 lighters on demurrage over 48 hours as of noon Kay 29th. 

There is little change in the export grain situation, there 

being in railroad cars, elevators and boats about one and a quarter 

million bushels . The stocks in elentors at Baltimore, Philadelphia, 

etc. are llso quite low. 

The annual report of the New York Produce ~change discloses 

that out ot a total of 36,000,000 bushels of United States grown wheat 

exported, only 2, 410, 000 bushels passed through the Port of New York. 

New York's share of the Canadian wheat exported through United 

States ports fell rrom 61% to 37'1>. 

United States grown corn exported via New York was only 809,000 

bushels, out of a total for the whole country or 28, 500, 000 bushels. 

There were 8, 180, 000 bushels or United States corn exported through 

Canadian ports. 

Regraded Uclassified
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~ 31, 1940. 

On account or the holiday, the weeltl;r report or car­

loadings will not be &Yailable until toaorrow aorning. 

43o 

The railroads are_ pointing with pride to their all-tiae 

record or an aYerage or 36. 8 tons per car tor the year 1939, topping . 

their previous best record or )6. 7 tons 1n 1937. The railroads 

figure that it the 1932 average or 34.9 tons had prevailed 1n 1939, 

they would have bad to use 1 , 313,000 additional cars to IIOYe the xr,nltn~ 

l"urther indication or the ease 1n tha tull cargo ~~&rket is 

a drop or 25¢ to $4.50 1n the West Indies tille charter rate. 

The Russians heYe come into the lll&rket again and han taken 

a Swedish ~ a Greek yessel; one to load froiD the Atlantic coast to 

Vladivostok and the other froiD the Pacific coast to Vladivostok. 

The rate on the Pacific coast charter was not di'sclosed but 

the Atlantic is said to have been $24.00 per ton, free 1n and out. 
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INP'OtllMATIOH COPY PO•"-""~~~~~~ 

Jt&carvm 

ptcleral 1! .. ~• Bank of lfow York 

Wow York 

lfo. 4~/40 POR OOU 

2--4;-

Londcm, lta :r 31 

OJK Aa 7011 ba•o dou!>tlua ba&N t'l'oa tlDited J tat .. Tl'eUUl"J 

-• roplai.l-.a mill 1lu\J'Uot1ona aro 'bel.ng lntl'Oduood 

••rlT non -k to pleoo CJW'Nnt pa,_Dto bot .. ou tho 

otorllng &roa and tba u.s.A. aDd depoDdouoloa 

on tho baala or o ftlolal l'&to or 4.01 l/2 to 4.03 l/2. 

Wa aro anxloua to baYO atorl lng ottlolallJ quoted ln 

Now York at 4.02 l/2 to t.oa 1/2 and to arrange tor aa .-n:r 

tN.Daaotlon a a"• -:r bo pl'&oilcablo wl tbl n tho llal ta or 

our oontrol or rogulatlone to bo oa.plotod botwoen New York 

banD. 

It ~d bo a groat a dftlltago to lnatliuto tbla a:rat- aa 

tll'oe non -k aDd I would -1•- &DJ oo_.nto or au;_goatlona 

on tbo following propooal 

TIIO At tho proaont u.. ~ tollowlns If•• York a gonolaa or 

Unl Wit &lnact- baDka 

Sten4•rcl BaDl< or ,wutb Att-1 .. Lid. 
~1'04 Ballll of ID41a, Auatralla and Chlna 
Bo1l&koa& a. S>wngbat Banldns Corporat10D 
Barol.a7• !IGik (o.c.a: o.) 

aro ll•an ouballgo bJ u a at t.oa l/1 t o enable tb• to 
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IHf"O RMATIOH C QtJY f"Oftt _ _ _ ____ -r 
INCOMING CABL.EGRAM-111!RIAL. N0• .. 3o..7ul.,iL.._ __ 

REC~VED ~J' 31, l i40, 

- 2-

noptlate 1torling bl ll1 oonr1ng u. s. A, oxporte t o 

s.pl.H 4 .. t 1D&Uone. 

Tn a 441tion • •• York banka negotiating t or document&J'7 

aterl lng b illa oonl'ing e xport10 prlnclpall J' 

oottOD t o the Un1 t ed Kingdon and we nol'::l&llJ g1 ve dolla.r• 

i n oo• • r tbrougb thell' London o r r l ce or corre spondent• 

on a tol'ftJ'd bal11 to conr -lllng period ( one 110ntb) 

Tltll To aat ogwaJ'd our poll t ion and to pr eYent !Me atorl1ng 

bolng oon•orted i:Pto dollara at ott 1c1al r a te we ba ve 

made al l tr&Daac t 1ona eubjec t to t he followin g conditione 

A) Tbe bUb &Dd doowunta -et be dram in eterllng 
and oo·nr ahiJD~nta or 0ooda tram o, s, A. t o the 
o t orllng uoaa 

B) A doola~Uon IIUOt be ginn that tho excha.nge hu not 
b o&D ooYOI'Od obowboi'O and tha t 'IIbera neoeaa&r7 the 
l'&lat1•• lllport Ucon .. haa boon obtained 

C ) Tho bllh and clocu.cnta han to be exblbl ted aubeequantl7 
t o t h o Bek oC .:..g land i n London 10 t ar e s docu.ente ore 
a&Dt 41reot to oountr1u othe r than tho tln1 ted rang<~«> 
a oort1tieato to that otteot oooo.p&nJ'1~ t ho bi ll 

D) It h olo&l'l)' undoratood that i t on 11\lb .. quent inapeotion ot 
tho bill • and doouaenta it were found t hat • t ra:peact1on 
-• not o11gi bla untlor t he arranonent the oxcb&no• 
contract to oanoollecS 

POUR •oul d thie at tuatlon be eutric1ent to enable eterling to 

be quoted in we w York at our ort~ohl rate or would ,_ 

roqu ii'O to be autbol'lled to bu7 eter l tng arh ln;; out or 

negotlat lODS outl.lnod 1n paraorapb THRo;B abo• .. t rom al.l 

••• York b&Ditl· 
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'3J 
INCOMING CABLitG~&RIAI.. NO,..,ftl<U.IIL_ __ 

• 
It the latta> ll a ...... .,. I wou14 aha JOU a at.n41na 

ordu' to 4M1 at •·ot 1/a to c .03 1/a 111 thDIIt Uatt u 

w _, of all v-naeoUODa to pe. .. ~ CNI' o 

Aooo-t, lt belq 111114-too4 t.bat the oelld.ltlcm. !'llll.lill 

(A) to (D) pT.-.4 all pai'ObaMO Of atuliaa 

If we Mil oa'-bUab a •tbe4 ef 4eal1Da 1D opot oterllq 

at the - ts.-e prneatlq a breaob of OW' regulatlaaa 

I wul4 be glad later w 1JlVoctueo a aoh- tor oo"Nrl.ll& 

t_.ct -traoM. 

10 lH£ l!ECIIEl W& 
1tCH111CVr V22121 VM1 

OHI('~ Ol 1HE 
lft' !'RS! ~ 

IMI'QI I .. 15 II 

•• lt>A OEbVIUI'IEIU 
IIECEIItED 
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( B&n4o4 .. 1 llr. Plnoon\ ot tho BrlUob ~ ..... 7 \o llr . Coebru 
1D \ b O tr .. l"'7 at 4 P••• llo.7 }1, l9lic,) 

Please convey to Mr . Worgent hau 

the Chancellor of the Excheque r ' s warc~o t 

t ha nks ror his helpful a t titude . 

Pl ease inform the !Jtute Depurtment 

that lhe followill(;. 1a the basis on which we 

desire to ronclude p6.)1rnen t a ot,.ree~<.rnts : (a} 

official r btes to be ~uoted in London ~nd in 

the rorei£n countr1PA concerned should be 

baaed on the o! f1ciel price ror COld in London. 

(b) St.,rlin;: SCCI".lin( !'rOOI C'lrr,.nt tr~nsactions 

or the country eoncern-.d with th~ sterlin~ area , 

also sterlint,. ~lances held by the curr•ncy huthoritles 

or the countrt concerned ut t.ho tta.1e ttn t•t..reeme nt 

c omes i nto for•ce , to be covered by e Ltl&rt~ntee 

buseu on the official price ror eolc . such 

et erl1nc to be avhil~ble for dl pbyment" Yli thin 

the eterlin~ are& by p~rsona r esident in the 

count.l .. ;t cor.cerned . 

0...1r ob~ect is t.o conelude tc-..._.e'-·l!. te 

p rov1e1orwl brr6nlel"t""nts on t.h18 !l&s1e , bnl1 to 

nel.otiate •. ore ·e t il•cl r-~Y~Je nta ucreeme nts ... hich 

would , 1 f neceSSb.t".:l, JrOVi(.o .,rrt n ... ~1.cnt.& to deal 

wHh a ny eventual ster•lin.,. surplus . Thuo, t hou_h 

euch •&ree~ent would be ne00t1ute~ b1lu terully they 

would all be directed to th~ ca tsblis~nt of a 

~eneral aystem f or conduet in£ c~nero1al e nd 

current rin.nc1al trsnsactlona on the basis or the 

or~\<:1 6: 1 r ttt.e 0~ ~xcr.r.n_e t.n' ,.11r!lr.t .. t1n ... tr&~-

•etions b~seC on tt' rr~e r te . 

?hese tirr ... n"'~ •. tt'ntt •::r.1l·J re Jlt 1n '"4~e 

price/ 
Regraded Uclassified
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price or our exporta being based on t he 

of fic i a l r a t e a nd not on a depr eci a t ed r a te . 

I ndeed our ob ject 1s to aeoure tha t these 

and other m~asurea will render the fre e r~te 

of no pr &cticbl i mportance. 

t • 44.: 
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I!tl'ICIA 
cu. 

IA Npr<l to oloaiA, •u-• lllldar the Vi,..on-T..._ll 
Aot, tile d"olo,...te ~ tile -11: ,...,. aa tollo•11 

Roold>ono• W• Corporation• 

.t. l~or ._. .... ehod f'roft tile ropraa.atathe ot tile ooza­
traohr at&till& tbet - - ot tile propo•od oloaiJas asra .... 
~4 aot be aoooptabl•• 

442 
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AMEMBriSSY 1 

LOll toN . 

TEU:GRAM SENT 

10451 Thirty- f i rst . 

PIA IN 

May 31, 1940 

lbs Govtrnmtnt issut d ~my ordEr ainc t ilo. 1708 

of ~y 12, afftcting British stcuritits stiztd by 

Gtrm~ns? If so, tE l Egr aph ttxt. 

E,'; :FL:MEG 

HULL 
(FL). 

Regraded Uclassified
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' . ··~· .... I ~ 

' , , • .,rr 
scorctary of Sta~~ · Oi 

\'lash1ngton 

968 1 May 31, 11 a . m. 

COIIPIDEJITIAL, 

GRAY 

Paris 

Dated May 31, 1940 

REo 1d 9 :30 a , m, 

Colonel UEny, UndErsecrEtary or thE ~in1stry of 

Aviatioro , who is :xtraord1nnrily huay l'l::n sr! is :-.ot 

44 , 

given to oomJ-lEIIIEnts , too~ the t r r•uble to cc.ll lll!" orr~c£ 

ycsttrday afternoon t o thank me nc, t only ror thE P.rrivrl 

or th£ Carl Ward l!:iss'i. cnari£3 bu~ r.lso for '.;l':E ElU:Ept1onal 

qual1 ty or the mEr• composi ng it, HE stated that tv try 

on£ 17ho had mEt thE mEmbErs or this mission y£sttrday 

had been dEeply imprEssEd by their dtsir£ to go to work 

at once and by thEir character, 

Davids on and liard callEd on me this morr.ing and 

stated that thEy had alrEady btgun their work under thE 

most ravorablE conditions and that they had bEEn recEiVEd 

tvtryvthtr£ with opEn arms. ~ 

Will you p leasE communicatE this i nformati on to\'-'\_ 

'" Mr. Alfrtd p , Sloan, Jr., or 0Entral ttotora and to ~ 

::-... ~ ..... 
' the Storttary of the Treasury, 

KLP BULLITT 

\. ,, 
""'~ ~ 
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TREASURY DEPARTMENT 445 
INTER.OF'FICIE COiolloiUNICAl10N 

OAT& llq Jl, 19llo 

,ROM Mr. Oocbru 

STRI CTLY CONFIDENTIAL 
l.t 0111 o 1 clock toda;r 1Cr . Benotelll lwl4ed to ao tho attaolled filo of 

cableo excb.oaeed bob•• tho .l'ederal llooono llull: of Jov Tori< 1U14 banQ la 
llolim, coac..-.lac col4 hel4 ua4er ...-rl< vlth tho .Pedorel 'b7 tho C•tral 
l!alllo: of Boll't'ia. Yo ha4 ha4 DO vo.r4 abcr4t thlo traaoactloa utU Tlce-Prooldet 
Lop~~ aoatloaed l t to Nr. lleraohlll 'b7 tel-s>boao thlo aol'lli~~e, 1U14 11a4 tho 
attaclled aOOIJICII traualtted to u 'b7 toltopboao . 

Slaco t ho traauctloa lo oao lllwl't'iJIC a rol••• of pl4 froa oanarlt, 
ODd aot a parcllaoo or aelo of col4, lt 4ooo aot 41roctlT coacera tho !r111111r7. 
J.t tho -• t lao, ,.. tlunocbt tho Stah llopartaoat obocl4 bo laforaed of tho 
clrewoataacoo, oiaoo tho Boll'rlaa author~. Uoo alpt '" fit to protoot aplaot 
tho hod taaCJ of tho :reteral llooono llalt of low Torlt to follow lutro:actloao. 
!hlo at.cht oo110ohablT bo lllterproted ao 4lor_,.uac tile t-uaitleo to .mtoh 
central boal<o aro acCIIlotoeod. 

I telepb.o ... 4 Nr. Colla4o of tho State D•rta•t thlo afternooa IUI4 roa4 
the aooiJICII H hla. I aloo tol4 Nr. Ll noe,r of tho oorrllpoll4•oe, IUI4 I • 
torwar4lac ooploo ther.ot throucb Mr. LlTIIQ' H Mr. Colla4o. Mr. Collado , 111 
tu.ra, tol4 ao of a oabl.,raa IOhlch ha4 Juot booa rocohed frca the J.aorlcaa 
ll1111ot or at La Pao 111 racar.t to thlo traoactloa. It wo arruced that Mr. 
Colla4o ohoul4 telephoao at oaco to lov Torlt nor tho !roaiiU7 llao all4 4loCIIloo 
tho •tter with tho .Pederalli .. orn Baal<. Mr. Colla4o lo to prc't'14o •• vlth a 
cop7 of tho •••IJIC• froa La Pao , IUI4 we aro to I<Hp ill toaoh oa the quootloa. 
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JIIIIBAI. JIIIIR'B ~ OJ' .. 1all IIOQ(JR OIIJ.W!p!M lllllUL 10. 3662 

Dmi'BD C. MAY 29, 19'10. 

LlPAI 

lCq 21, 1911o 

Iaol..a.d. 1a col4 r..,cu~ truaterre4 h 7ft 'J Cbau JaUoMl 

:a.111t of t.o.loa 1a - Je.aco Cctr&l a. SoUr1a aro 150,000 p14 

oo"'rolpa 'lloloacuc to u. Ov 41rootoro u4 prl.aolp&l ollarellola.ro 

4o aot wtU. O'GI' p14 rotlu'ud to Soll't'ta kt A.olro to o&ll - to 

JOil oro41Uac Dollar pr-141 t o O'GI' 110ooaat wttb tho llult ot Lolllloa 

8114 Iouth .Aaerloa, Wov Tol'lt. Ia now of alto"' w roquot ,.... aot to 

oaba:tll: 0'11.1' &014 to :lollrta 11114 w ob&ll fl>nol.ob JOil vUb aooootar7 

proof of o.aoroblp b7 firat -.11. 

If 7011. A.olro ooatt.r.aUoa of nr ow.orablp w ~·t JOil 

calllo Allotl.,.. J.opUoa :La Pu tbroacb state Dopon-t. 

AUCO ICIBQAfttJ. Ll PJ.Z 
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J'EDJ!!J.L RJSEIIQ liAR Ol' DV TO!!X OOTOOXII) CJJI!.!XllWI SI:iUJL IO. 5062 

SlM ON ll.t.T 29, l<jllo. 

llAIICO CDTJIAL DJI l!OLIVI.t. 

L.t.P.U 

lo. 12 

Yo han receind a cable dlltod MaT 28 fro• !aDCO Kerc:c til, 

La Pas, readill&l 

"Included 1D gold recontl.r t r..netorrod to 70U b7 Chao• 
llaUoDal 1!aDlc of London in ,..., !aDco Central do Bo1hh 
are 150,000 gold oonroicu beloD«lnc t o ua. Our cUrectoro 
and principal ohareholdel'o do not vioh our gold returned 
to BollTia but dotlre to oell ..,., to you creditl~~& dollar 
procoedo to our accoUD.t with 1!aDlc of LoD4on & South .Aaerica, 
llev Torlr::. In nov of abo•• we requut :rou not to •bark 
our t;Old to -:Bolirla and v e ohall furnioh to you neeuaar:r 
proof of ownerohip b:r firot 8811. If you dooiro conttr.ation 
of our ovnerohip ve .uggeot 7ou cablo .Aaorican Legation 
La Pas throush State Depart•ent.• 

ToMorrow, MaT 30, io a holida7 hero aD4 unlooo thio requeot 

of :Banco Korcant1l v1 thdravn b7 cable to u o todq froa :Banco llorcantU 

coofi1'11ed by tooted cable throU&b l!ank of LoD4on & South .Aaerico, 

lfev Torlr::, vo not, for our protection, v1thhol4 150 ,000 gold oo nroi.gao 

fro• ohi~ont udo on Ka7 31 pur....,.t to 7our cable llo. 5 of Ke7 17. 

COPT 

• I! • 
t I 
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DD'IB.A.L Diiiti s.&R 01 DV n. IIOCICIIO o•we•• IIIUL 

10. 3690 Dallll) 01 IW' )1, 1~ 

rJDJ:IW. :us:cau lWIX 07 DW TOBJ: 

DV TOlll 

10. 9 

Jaco C•tral :JoUrla lou 'be• creatl7 ~~Vprhe4 at teaor of 

(: 443 

;raa:r cable lfo. 12 111 'llbicl>. TOll aiiDv pou1'b111Uoo of 41epoolq 1a 

f&TO!' of._ )(-\11 &Ol4 4oUftt'e4 'b7 u to 7W 111 oafelcoeplq 

u4 Cllll\o4T. h4aral bol!'ft J8lllt ••• 4ol1nr oai4 pl4 to 110 ... ut:r 

other \hell Jaoo Octral ao the leciU•h 4opoo1\or 'llbioh pl4 la 

aaoor4&Doo with ov 1111\~10111 u4 .nor J>lll!Mll\ of frolcM aD4 

1-...oo alonl4 'bo -'>lppo4 witbout fail 7r1~ W., )1 1a •- Tori< 

40ft to :loliwia. Je4oral beam bo-r wov.l4 \M:o oor1CIIll roepoul-

11111\;r ow1JIC \o fa11aro of hl.fUU.C \ho1r 'buldiiC oac-c-t u4 tho 

4-ce oaao4 t o tho ~ O•tral co \o l101141opo.tcl>.lq of tba &014 

,.,., tro. '!.MAn to ov or4or. Jlanbar U h aot withlll tulr powro 

to eot 11p011 olalu troa ... uuu ru141JIC at :aouna whioh aro connoo4 

'b7 'ballldiiC all4 -•ar:r 1ae 1'11l1Dc 111 loll rla. lloroonr w rww"ar 

u.r.• witllla 7W!' ....,a:LaUou eo'bo4;r ou llltorforo nth &Ol4 'boloac1JIC 

to o•tral 'bulc8. Yo \baroforo rotuot 7W to .a ahlpMD\ witbollt 

fail. w., 31 1a -or4&80• with acr-•• alrao4:r ot&Oe4. 
'l.t.IOO Olll'!lUL Ill liCILITU 

ICJ .U. 120 tMt oonooot. 
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QULI Dc:l IftP 1&111: 07 LCIDICII 6 80111'11 .AJIIIICA • :L!:D. • .. tcm: 
SDIOJI I, PA!'DO liWIRIH. JIUOI 

btenlac eable lllulco ller-ul l& Pu to h .. ral ~ ....... l!allll: 

ot lew tork 28 llq u relll.Ulac JCIIl aa\ Ollpper ozo1.cS.M1 aoc-11b 

pronac \Ule to CQ14 I!'QP Ple,aee aoUfT Je48ral lleeet'fto 

• 
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TREASURY DEPARTMENT 

INTER.OFFlCE COMMUNICATION 

DATI MAT Jl, 194o 
To Secretarr Mors«D\hau 

FROM Mr. Cochru CONFIDENTIAL 
Attor nuctuatl~~g w1th11l a narrov range dur1~~g tho •orn1ng , aterli~~g 

etren~hened 1n afternoon tradl~~g ell4 cloaed 31 h1£ber than llednoodt7'• nw 
quot ation, 'l'he opani~~g rate thh aorn1~~g vaa 3.20. hooo a noont1ao quotation 
of 3 .19-5/S , the pound ad~ced to a h1Cb of }.23-3/4 late 1n tho daf, It 
cloud at 3.23-l/11. 

~aloa of opot eterl1ng b)' t ho eh: r oporUDg banka and the Federal Reaern 
E&llk of !lev York totaled ~36,000, froa the follow1QC oourcoa: 

!)' eo•ere1al co~~eerne .......................... , .. .... ........ . 1J.53 ,000 
R7 f ore1CD banb (11-.r East, Europe, So. Aaerlea ell4 Far :&o.ot) .. 1.373,000 
:ey tho J'edaral Reoern l!ank ( J'or TQ&oaluh) .................... 1. 101000 

!otal •.. ...• ..• ~36,000 

Purehaaoa of ~pot aterl1ng a~~ounted to 1.513 ,000, 11 11>41eated below: 

:ey coaerc1al concerns ...... .. ................................. 1.2'39 , 000 
:ey foreisn banlta (~ope al>d Jar k at) ...................... ... ·~~~ 

Total • •..• .... 

. b ahown 1n the at erUng turno?er fi,;urea , the Federal ReaorYe l3anlc told 
1.10,000 b)' order of the P.o;yal l!ank of tho IUncdo• of Tucool.arla. At tho same 
t!llO, the Federal purchased 1,800,000 l'roueh france ( equhaleut to 111ghtl;r aoro 
t han 1.10,000) f or the TQ&Oalarlan bank. 'l'heao t ranaactlono auueat thot tho 
Yucollarlan bank t ransferred a portion of 1ta aterUDg balancoa into French 
!toea. 

'l'he followiJ>t; nportlng ballb sold cotton blUe t ot al1QC '-33 ,000 to t ho 
! rlUoh Control on tho blllh of the official r a te of 11 .02-1/2: 

1.16,000 b)' tho llat1onal City !ant 
U ,000 b)' the Quaranty !ruet COIIJ)&JIY 

.... ~96< b)' tho Irrlng !ruet C0111J>aD1 
Total 

Tho J!ank of IC&Dhattan reported t hot 1t hod purehaeed ~9 ,000 tor opot 
dolhory froa the' BrU1oh Control at tho ot1'1c1al rato of •>.03-1/2 . Tho funde 

will bo uoed t o pa;r for ohlpaanto of rubber • 

• 
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Deft1oplnh 111 tile o\ller Cllln'-h1 .,..., u toll..,., 

!'U 1'1'111011 fraao'1 ..._a\ •1 olallar h tlllt ot 1hrll-c. .u 
t he ol"1• \be true •1 quohd a\ .018.}-1/2, u4 tile tbal or t 
WI 176.15 fi'&IIOI per _.,a, Olo-ra I 

!'lle hlu truo WI "noh-c14 all 4q at ,2243. 

!be Oana41an dollar fto q-o4 at a 411oout ot 21~5/«f. uUl tho 
lah athrnooa, won U •oo4 oll.cht}T to oleoo at 21~7/!f.. 

!be 11ra all4 tile rolcb-nt -n "Mhnc'l<l at .0505 u4 .llooo 
ro.,1cUnl7. 

451 

!be 7"111 1a Sbnps wa1 quoto4 at 5~1/2~, """"1"114 troe Wo4neotq'o 
rat•. 

!be dtecoud t«r til& Cu..,_ pooo 1d.4ono4 to4q to 'J-7/«f., 1 o aceJ.ut 
8~15/1~ on Wo4need.q . \'he llai.,... peeo wao vnchuc'l<l at .1672. 

!be l'o4eral lei....,. Janlt purcllue4 700 ,000 hln franco tor til& Janlt ot 
Jo~. We Wlller1taal tillS tile Janlt of lorwq 1a\-.4o to u oo tllloo Moo fr•co 
tor ro4o.pUon ot a lervactan enerJI&l loan. 

We purclluo4 tho tollowi-c • ounh ot cold troa the ...... rad accounh ot 
tho 'ballk1 1n41oato4t 

!ho Jo4eral le1UT1 Bank ot IIW Tori< r eporto4 tillS tho lanker• !'ruot CoolpenT, 
Loadon, oh1ppl4 $155,000 1Jo cold trca ...,o"" to i h head ottice at lw York, tor 
oalo to the 11. S • .u.., ottlce. 

\'he State ~eat t.......udo4 to "' oe'blu otaUac that tllo tollowiiiC cold 
ohip.enh 110uU 'be -'•• 

$1l2s,ooo trca bolla , oh1ppl4 117 \be laUoJI&l llult of b41a, Jo."-7, to till Cllln 
laUoJI&l llult , San hanchco. 

1)6,000 troa hlt•erlalld , llblw-d _. till l1a1on llallk ot hlherlan4, ZW.lcll, to 
t he 0uar•t7 !I"Ut eo.p..,., I• York. !hh 8'14 h boiiiC oh1ppl4 on a 
lt-•r aa11111C troa L11bon, Portucal, 1&1'17 ln .JUne. 

71,000 troa ..,lalld, ohippotl _. the JaUoul Cl\7 J.lll:, London, to lh hla4 
-n:::;-,= otn 01 at lew York. 
Wk,ooo ! obl 

!lao ohip.eat 'beiac ••• to s.. Jranoiooo "11 be eold \0 t.be 11. 8. 111& . aal the 
0110• coni-c to lew York are tor 1&11 to till 11. I • .u.., ottlo1. 
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On l(q 24, vo r eported \bat tho ktloaal !aalt of TucoolaYla , llelcra4o , 
wa• ohippi.Jic col4 coin alii!. col4 'buo ~ued at $14,ooe,ooo to the :roderal lleoano 
Balik ot l ew Torlt. J.ccor4I.Jic to tho cable forwarded to ua b7 tllo Steto Doparta111t 
at that UM, thh 11114 ·•• to be llli:pped 011 two ot-ero loa1'111C tba port ot 
J.thou, Greece. Toclq, t ho State Dopertaoa.t t raa.•U t ed t o ua a cable troa J.thna 
otat111C that oal:7 $6,937,000 ot thia l!lld vaa b&lJIC lllippod to tho United Statea, 
tho belaa.co be1D('; etored to.porar1l7 ln .ltbo11a bJ tho T~~&oalanan balllt. 

Tho rec111t opecNlatho booa 1D Boabq1 o precl ouo aotal aarlcoto epp•re to 
l>o oYOr. Toetorclq and. \ocla7, tho Bombq col4 prlco continued to aoYe dova.varcl . 
Tho quotation recohed fro• Boaba7 thio aoriii.Jic wao oqul .. lent to $35.115. ao 
compared >d. th t ho current bill> ot $35.99 eatabllobocl oa. 11q 27 . 

!he BoallaT opot llllnr quotatloo worked out h tho oq_ul~OJlt ot 4}.57/. 
Lut llo114&7 , ellYOr 111 Boaba7 reacha4 a curr111t ~of qoy,l6f, 

111 Lcllclon, tho pricoo fixoc1 for opot aa.d torw.rcl llllYOr wore 21-11/164 &114 
21-3/164, both ott 5/164 tr<a Ya4Jleo4q 1 o quot aUo• . !ho 4ocllno - • attr1buto4 to 
u11 111C bJ IJlcllan intoreoh. 'l'lw U. S. oquinloa.to, calculated at the opea. -.rlcot 
rato tor oterl1Jll , wore }1.25111114 J0.30jl ro'l)o ctlnl7. 0.. tho bath of the 
o!tlclal oterlln«-4ollar rate, tho opot price wao equlY&l111t to 39.4}jl. 

1!an47 and. J!anoa».'o oetUa111t price tor tonica. lllhor vao 35-1/Sf, ott l/2f. 
Todq' o doelino ronroee "" upward aoYaent 111 thh prlco vhioh becan on l(q 20 
and oulalaato4 111 a bi&h of 35-5/Sf reached on 11&7 2!. Tho Treaaur.r ' • purcbaoo 
pr1ca tor forolp oilYor -• Ul1challpc1 at 351· 

Thoro wore 110 p=cbatu ot Ill her udo b7 uo to4a7. 

Dur111C t ho a onth ot l(q , we purcbatocl a total of 1S,S06,4oo ouacoo of ollnr 
Wider the SUYor Purchaoo .let. !he aourceo ot t hau purcbaaao were ao tollovtt 

!zpo of SUyer 

llew Pro4ueUoll 
1. Jroa Y&rioua couatrleo 
2. lroa CeDa4a UDder .&er-n\ 

:rroa Cblaa 
lnY .. tor.r SllYer 

Total 

10,}58,1100 
1,200,000 
11,}00,000 
2,~,000 

1s,s,li0o 
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~s; PAJW>B!W! .2l f!Ui!1Jw fiiOEIYED 

London 

Dated May 31, 1940 

Secretary ot Stat~}, 

Washington. 

1452, May 31, 6 p . m. 

11for' 

PERSONAL AliD CONFIDENTIAL FCR THE SECRETARY AND 

SECRETARY MORGENTlWJ. 

Work baa started on the Halitax bomber and Rolla 

Royce plana. I think I shall be able to obtain the 

plane ot all the articles required and all the other 

material aeked tor in Secretary Morgentbau ' s cable­

gram• Yia the Navy Department on May 25 and May 27 is 

being prepared . Do you know ot any addit i onal articles 

Which may be ot value? The main argument used by 

BeaYerbrook betore the Air Council has been along the 

linea that it is a benetit to the Allies aa well ae the 

United States to get these things into production. 

KENNEDY. 

Regraded Uclassified
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