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- '-
.upus.naa 

See War CcaditiODa 
AlleriO&D Potash Cb-.10&1 C..P"ZQ' 

Federal B~~re&u or InvestigatiOD report aclalowleclged -
6/2S/ J.IJ • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • • • • 275 .lppo1.Dt8eata, DirlaiOil or 

See Perecanel, Dirlalon or 
.lppointaeata and RealptiODa 

Cballberlain, Joseph P. 1 
Considered in connection witb Foreign Funds Control• 

Discuasion at 9•JO meeting- 6/24/40 ...••..••••.•• 

- B -

Banca CredJ. to ltaliana 

386 

195,203,210 

Federal Bureau or Investigation report a cknowled&ed -
6/25/40... ........... . .. . ...................... . ..... 386 

Banque Franc&ise Italienne 
See l'iar Conditionu Foreign Funds Control 

Belgiua 
See ll'ar Conditions• Foreign Funds Control 

Bendix .lrlat1Clll Corporat1Clll - Bendix Products Divieion 
Federal Bureau of InvestigatiOD report ackn01tl ed&ed -

6/25/40- ...........•.................................. 
Brasil 

See La tin America 
Buaineas Conditions 

~as memorandua on situation for week ending 
June 22, 1940.... . .................................... 180 

- c-
Cbulberlain, Joaepb P. 

See AppointJiente and Resignations 
China 

See War CoDdi tiona 
porr .. 

COD.rerence; prannt• H:I.Tr, r.hite , llanaen, Pol.,., Ball, 
and Viner - 6/24/40 •••••••••••••.•.•••.•••.••.••.•••••• 

a) Senderson and ll.lss Elliott abou.ld be included 
on tutura telks: IIIIJ'r• a op1D101l - 6/24/40 ••••••••. 

1) Viner does not ~ aince •neitber one 

Oolollbia knowa ·~· 
See Latin America 

eo.w.J.st P&.rt7 
Federal Bureau or InnstiptiOD reports aclalowleclged -

6/2')/40 .... ... . ..... . ................................. . 
Cuatou, B-.& of 

llliJ'r tells free..u,o group Baail llarria is ewe.y ao IIUCh 
ha 1a plltt1Dc Cut .. • UDder Gest<lll, etrective Ju1:r 1st -6/21t/ 40· .• .. •.• . .. . . . .................... . ... . .......... 79 
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,.. ... ••• " 11ltll a.ut-·· 
I .. •• I 6. - 6/»J.IIJ.... • • • • • • • • • 2?5 11J 
- .... fill IJI let ..... •.., U.t 

vI ;wa IIIQ' ._. U.t .,..uted ~~~ol t.-. 
.... Cbwtq k ..u~ ..,_. - ... -~-· .. ...• 14 

a) hJ.Ir • _,. ot tn. q UU.cri~ 
w ANlft Sa JRccaw htr au-1 clef- b)' 
~~ ,.._.. acatan.t b)' Sata.J. ••• 
la .. (~)9)............................... 90 

b) Oanca cli•JIPI'O'N• ot •o.r- 1'u Paid• stuop-
6/21./40.. •• •• •• • • • • •• • •• • • • • ••• • •• •• • •• •• • • • • • • • 217 

l) llllr cliucnee lOOll 
Ccat-1 ~ta Bell, O..tca, Vi.Der, Uld llhit. -

6/W 40.. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 101 
a) Diaedftllta&ea ot uae or stuope liet.ed 

- F-

Pteeel Foliq 
Ollwie -rudaa tor rm, toptbn with SUlliftll'e Uld 

a.u•a o.~. ~ - 6/22./40 ••••••.••••••••••••••• Ford, a!Ml 
Ford, llear7 

Ilea 'lar CoMitiODa: .lirplanee (lnpnea) 
J'oretcn Pallda Control 

Bee lar Condi tiona 
rnno. 

Ilea lar COIIditionaa .lirplaneeJ Poreip J'unde Control, Fraace 

-G-

Gold 
S.. &1.., 'lar CoDditiODaa .ltlbaniatanJ F~ 
filial (laee4 ot lleiahlbaalt) o-t• on tile pl.aoe ot &Old 

Sa ~ t'nWn Ollli~Dq Mt.U-t - 6/23/IIJ •• ••......... 77 Ckan ... u.s. 
S.. 'lar CoDditiOD81 llnit.ed ISacdca 

-I-

r.. 
.. 'lar CoD41ti-• l'oretcn FIDte Conti"ol (Balp~a) 

~\elf' 
..... 0Ncl1to U•'hna: l'ed-.1 s- or InftaUcation 

...... ectr'ldedl8d- ~2~/40........................... 386 

-l-,.... 
~I fllllauwtt~•• NP&k ·& 1 ...... -
.:' ~41···············:································· 

Regraded Unclassified



- L-
Book Lat!A Aaerica 

Dir1&1ble t....,.port Ml"'l'ioa bet- Ouited Stataa aa4 
LatiJl Aaerica llllll• eted by ld.i- - 6/25/J.O....... .. .. 275 a) !d18GQ1a latter- 6/21/40 ••• • •••••. •••••••••••.•• 

l) Traa.ur,r aoknoaladcaa- 6/25/40 •• ••••••.•••• Surplus orop problea diaoueead b;y HMJr, llallace, 
Milo ParkiJle, aa4 lbita- 6/25/40 ••••••••••.. . •••••••• 

Braalls M&lo-Braall1all p8111Cta •sr--t - 6/25/40 •••• Cola.bia• Welles tells RM1r Traphagen (Foreicn Bondholders 
Proteoti-re Council) a.Dd ColOIIbiana ba-re practical~ 
o011ploted negotiations; Welles aaka HMJr to ait ill on 
final coft!erence- 6/25//1) ••••••••••••••..•••....•••.•••• a) Conterenee; present: H!Ur, Bell, llhite, and Jluagan •. 

1) Me:orandua attached •••••••...•.••••....•... . .•• 
b) H!Ur and Jones disouaa - 6/26/40• Soa Book m, page 109 Liaiaon Coaaittee 

Sea l'far Conditione• United States 

-II -

llexioo 
Subversive activities: General Staff, 1\'ar Department, 

)68 
428 
425 

430 
408 

)72 
377-A 
377-I 

provides report................ . . . . . . . . . . . . . . . . . . . . . . . . 4.20 a) Traaaur,y acknowledges- 6/25/40................... 417 

-11-

llel-, Dona1d 
IIIIJr faela that, aillca proposed E:xecutiva Order gi-rea 

him no authority but laavao him ill an adviaor:t capacity 
only, situation will be impossible - 6/25/40.... •. . • • • . 383 

- p -

Paul, Randolph 
Currie praises highl;y to P'DR and suggests that Palll be •used b7 tbe lew Deal• ...•.......•••.•.•...• . .....•... Peraonnal, Oi rtaioo ot 
Present Division of Appointments becomes Divielon of 

Pers004al UDder Treaaur,y Appropriaticoa Act, 1941-1942 -6/24/ 4/J •• •••••••••••••••• 0 •••• • ••••••••••••••• 0 ••••••• 0 • 

Poland 

a) HMJr wants to appoint Director; t alla Ball, Graves, 
and Tha.paon to eonault h1a before deciding 

1) Br ownlow and Bartelt diaouased 

See War Conditions: Foreign YW>da Control 
Potash 

66 

198 

Aaerican Potash ChMical Coa~• f ederal s-u ot laftstiptiDO report ao~edced- 6125/40 •• •• •. •••••• • ••••••.••••••• ••• •• )86 

• 
Regraded Unclassified



• 

-a-

··- le'l'iaiCD Oarrie r ,_ ~or rra, t.~ wi\la IDJ.U'fU1 a .,.. 
Bell'• ...... ,. the laD- ~40 •• •••••••• • ••••••••• 275 

T&llke 
See War CODdi tiona 

TaxatiOD 
See also Re?lllue Re'l'ieiOD 

- 8-

- ~-

Grana ~ CD qllt.ea ot apecial etaape •ao tlaat 
~· M:T mow tlaat apecit'iecl porti011 ot tana coe• 41reot.q to nat1ooal detenee• - 6/21./40 . .. . .... .. 

a) Polq -or&lldua 011 eoope ot Treaeuey aut.bor1t;r 
to aaa1at in procru tor ~~at.iOMl defenae b;r 
ax.roiaill& powera oonterrecl b;r interllal .......,ue 
l.awa (12/12/39) •••••• ••• •••• • • •• • • • •••• • • • • • • • • • 

b) OaatOD diaappro-...a ot •Det&ae ~ax Paid• atop -
6/24/40 •• ••••••••••••••••• ••• •• ••••••.••••••••••• 

l) JIII.Tr diaaiJ'M& l~ 
CoD1'erlllla&J presents Sell, GaatoD, Viner, and WMte -

6/24/40 ••••• ••• •• ••• ••••••••••• •• •••• ••••••.•••••••••• 
a) DUadnDtqee ot \lse ot staape l1atecl 

Turi:e;r 
See War CoDditlOIIB: l'oral&D Ptmda CoDtro1 

llnlted IUJI&doa 
See liar CoDd1 t10118 

ODited St.a tea 
See liar CODditiODe 

DD1ted &tatae Securitlae 
See l'ar CODditlODat l'reaa 

War CODditiODa 

- 0-

-W-

Atll>aDletaDt St.ata llotpartac~eclaral Re .. rn B&Dit ot 
law Iork-!urld.all "-baaaador aarraapcadeDOa aDd 
OODYaraatlODa with raprd to ...,._..klDc KOld tar the 
aooOilDt ot Atiban Gonrant - 6/'JJ./40 • •••••• •••• •• •• 

.l.irplaDeaa 

B0::~~6i~.~-~~~-~-~~-~--•> ~reu111'7 ....... rleclp t - 6/25/40 ...... • • • • • • • 

. , ' 

IIJ• 

• 
• 

90 

217 

101 

10,152 

•• 

Regraded Unclassified
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- W - (Continued) 

).ar Conditions (Continued) 
Airplanes (Cont inued) : 

Book 

Cnginea: 
Allison: Teat results reported by 510311 to !Wr 

to FDR - 6/2J./ 40................................. 275 
Ford, Edsel). 
Ford, Henry) · 

Knudsen reports to H_.Jr on 1)-..hour convc,·eation -
6/U./ 40 .... .. .. .. ............................. . 

a ) Ford !.otor ComJlllny Ylill m11ko 10,000 ••otor s 
for UnHed Sta t es but noth.lnt for Allies; 
Knudsen suggests t•lking to someone e lse 

l) Anglo- French Purchnuin~ BoW'd s tates 
i t luis ne•;cr boue<>t onytbin!S fr0111 Ford 
in tbe United States; has, bo~ever, 
f rom Ford i n Canada •••...•••.......... 

2) ;.ard ' s (J . Carlt.on) report on Ford 
attitude ................... . ........ .. 

J ) Furvis told of Klludeen 1 a tAlk with 
tbe Forde - 6/'15/1.0 ................. .. 

Hispen~uiza : P~g.~ts for annuf•cturinG nor. or.ned by 
llatford, of whic h DolfUss is president ; DoL"uss 
has coded r og.'>ts to PorJ - otor Com;xm,;• t.~ug!l 
Henry and Edsel Ford; doubt expreaeed w'>ether coy 
fl~nch ~utbority is in ~onition to transfer license 
to United states Government- 6/~3/40 ...... .. •....• 

Rolls Royce : 
Di scussion between Mobd w1d "Rolls Royce lawyer" 

talked over by 9 :30 group; !C!.Jr •mnounces he 17ill 
nccept repor ts only frolll Boe.vt>rbrook ttl Kennedy 
to him - 6/24/40 ................................ . 

~r informs Kennedy he hila t urned over only plAns 
for Rolls Royce Derlin ~ne'ncs I ll , X, &nd !~; 
•-111 hold balc.nce of ;>l..ns in euetody until aord 
1& received fr010 Bea7erbroo) throueh Kennedy -
6/U./1.0 ......... . ............ .... .............. .. 

France: 
a) Bcaverbrook ' s rep:y t~out~ Kennedy ........ . 

Shipoent from Uaited St~tea rerouted a."ter downfall : 
Kenned) asked for info~tion- 6/:J./J.J ........ ... . 
A:orican Conaul , Cesablsnc~, Uoroceo, at~ed 

concerning arr ival- 6/~S/J.O ••••.... . ••••••••• ... 
a) P~port from CesDblancb - e/ <6/40: 

See Book 276, psgo '78 
r,urd, J. Carlton: 

Co11wont on Ford (Henry nnd Edsel) ottitude .. •. ..•••• 
Repor t - (6/14/1.0) ... ............................. .. 

Page 

111. 

115 

255 
125 
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-·-(~) · 

... I 'lUau (GoaUinled) liiiii 
• . lloaac n.it.a Oaat.ou oourt.eeiea (Po=ol«J• ..S 

Sua PNMJ.Me) aad Jlool;naard eatecl tar - 6iJ 4()... 275 
... llalp r rerratl- 6/21/IIJ, et. ~ .. .. ....... .. 
J'orel.p ~ Ooatro1a 

Buqae fnDc&i• It.all-• St.atoa ('lhet.ber it b 
It.ellu or l"re110h) dieouued by Leroy~eauli"" 
aDd Coobre:D. - 6/21./40. • • • • • • • • • • • 0 0 • 0 • I • I • • • • • • • I •• 

BelciUIII 
let.ionals 1.n Irena Proudure with regard to noleaae 

of cert.ai.n funds- 6/21/40 •••••.••• • ••• • ••••••••• 
Pol&Dda 1'1.nano1al .t.tt.aohot tells Cochran b1oold.ng or 

Po11-h aaseta in United Stotaa nine months ago would 
han been welootaed; he, however, sees DO aoeri t 1.n 
b1oold.og DOW that aaaeta are oo•parathe}3' low -
6/21./40 ••••••• • ••• • •••••••••••••• 0 •••••• 0 •• • ••• 0 • 0 •• France a 
lieleaae of twld • to p&y French Pa vilioo, World I a Fair -6/2:!/40. I I I I I I I I I I I I I 0 o o I o I I 0 o o o o o I I I I I I 0 0 I I I I 0 0 I 0 I 1 ·State Depe.rtMDt and British lioobas sy diseuse 

d1apoa1t1on of Freoch as aete 1.n United StateaJ 
Jrit)ldrawal. or reooSDition or Pet&in governaant 
by United StatuJ aaeeta 1.n ottawa, Londoo, and 
CD the hip ae&8) b1oold.og by CaJWla of warship 
carr,ing gold ordered to Martinique 1 et cetera -6/2.4/40 I t t I t t t t I I t t t I t o t I o t I t o o o • I t t 0 t t 0 0 I o 0 0 0 o 0 t t t 0 

a) Welles 1 l etter 11 v1.ng background or Treaaury 
ccaeult.ati OJUI before Stete llepartoent diacuaaed 
atatua of ad•lnletration with rep rd to freer.i.ng 
ot French aeseta- 6/25/40 ••••••• • ••• •••••••• ••• l) Hull-IIJIJr 'cooveraation ................... .. 

2) .. lle~r coaveraatioo ••.••..••..•..••••• Turlr.q: Balik of .'!agJ arx! dilcussu statue ot Otto.an Balik 
with Knoke (Federal Reserve Bank of !lew :rorlr.); axplaine 
that bank 1a Turkish and, as authorised dealer 1.n 
London, ia aportant part of British axcbange control -6/21/40 ••• • ••••••••••••••••••••••.••••••••.••••.••.•••• France: 

.... 
•• 

28 
l8,67, 

177, 3"' 

230 

24 

192 

268 
370 
Y74 

Fournier givea raitive aaaur&IICe all gold (except acattered -u uounte baa lett Trench porta - 6/21/40.... . ....... 13 l , P. Jlorgu reprelebtatbe and Leroy BeanlltiU diecu.., 
eupportl.Dg Fr.ob Coveruent boftde OD lew York .arlr.et -6/n/ 40. • • • . . • . . • • • . • • . . • . • . • • • • . . • • • . . . . . • . . .. .. • . . . . . • . . • . 14 Shipa (French) 1n UDited Stataa _J)Orte 1 St.atua diacuaaed 
at Treaeur,r cODf~e- 6/24(40 ••••••••••••..•••••••••••• 78,27),338 a) 5ecretar7 of t'reaa1117 1 • powers diecuaeed at 9aJO ...ttQa- 6/25/40 •• •• •••• •• •• •• •••••• • : •••••.••• )69 D1r1e -.....dUll to lilR nggeatl.Dg that •a nUIIber of 
tes>-tl!Pt adator a, eqi.Deere, .etc., be brought to 
Oait.ed Statee to aeaiat. liar and la-.y llepart.Mate• -6124/40 •••••• •• •••••••••••••••••• ••••••••••• ••••• ••.••••• 108 
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- I - (Cot~t.i.o•a«t) 

l'ar CoDd.lt.10118 (Co.ot.iDu.ed) 
Book.,. 

h ....,. (CoatiJu.l..s) 1 • • 
Aaeriou eecuritiee ill Bordeau tor which tltere 11 

.oo t~ to deltl'07: 'frea81U'7 addoea •tbod of 
quick de.tructiOD with cheodcalo- 6/24/40.,,,,,, 275 

a) T~SIU7' a i.oetructiODa to Bordeoux -
6/26/40: See Book 2:&, pege 145 

l) Re~ - 6/26/40: See Book~. 
pegea 218 and 245 

St&ta Depart .. nt and Br itish Embassy discuss disposition 
ot french assets in United States; withdrawal of 
recognition ot Petain government by Onited states; 
auets 1.o ottawa, Lo.odon, a.od on the h1Sb seas; 
blocki.og by Ca.oade or warahip carryi.og gold ordered 
to ll&rtillique; et cetera - 6/24/40 .... .... ........ . 

a) Welles' letter g1 vi.og back,ground of Treasury 
consultations before State Depertaent diacuased 
status of adainiatratian with regard to freezing 
of French assets - 6/25/40 .................... .. 

l) BUll-HMJr converaatiOD • •••••••••••••••••••• 
2) lelles-BYJr cao•ereatioo •.•••• •••• ••••••••• 

Bank of France ca.ocela right to draw on Federal Reserve 
Bank of l ew York accounts cranted on May 22nd to 
Meaare. Martial and J, de Sieyea- 6/25/40 ••••••.•.•• 

Ge%'1118.D,}'a Puhl (heed of Reicbsbank) c<ll:llleota on place or 
gold 1.o any tuture currency set tlemcnt - 6/23/40 ...... . 

Tanka• Monnet asked to send a B-1 Bis with two specialists 
to demonstrate to Aberdeen Provi.og Croun~s- 6/21/40 • . • 

Uftited Kinadom: 
llilitary Situation: Reports froa London tra.oamitted 

by Lothia.o - 6/21/40, etc. .. ...................... .. 

United Statee: 
Liaison Co..J.ttee1 Canadian maclline tool purchases in 

• United States being reported to lnudaen direct; 
Pbillp Young feels this ia setting a dangerous 
precedent - (6/26/40) .... .. ......................... . 

Surplus Materiel: layy lieta nrioue it•• ond prices 
thereof (aacbine gane, ritlao , at cetera) - 6/24/40 •• 

United States Securities: 
Sea liar Condi tiona: France .. 

Ward, J, Carl too 
Sea lrar Conditions: Airplanes 

Woodruff , Rol>ort 
HMJr consults Ranee. concerning- 6/25/40 •••• ••• ••• . . . .• •• 

• 

164,366,415 

192 

268 
3'10 
374 

349 

77 

7 

30-.l; 
120-A,J,O 

380 
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... 

lote: 1 
~e Secretary telephoned this telegram 
briie at 4:15 this afternoon. I call«!or 
111'. Rodier but he had gone home and Jlr. 
Kcllullen was in the telegraph roo• at the 
Wh1 te Bouse. Be told me he would get it 
right ett. It was sent to the White Bouse 
at -&: 25 p.a • 

llcB 
June 21/40 

-

• 

• 

' 

Regraded Unclassified



PRJWIDJIJI! BOOSIQL! 
BXDJ PAM, R. t. 

mmet• ... 

MR. ALPRED SLOAII OP OI!ICJJW. MOtoRS ULJPBOiliD U TD fOLLOWUO 

UCTS Aa>trr THE COIIPLBTBD DST OF THE ALLISOI IIOID 01 TU 

lf!WLI DESIGJIED Tll.ST STAND SWP mE DIOIIB COIIPLETBD 011 

l:IUIDRED BOORS OF TEST AlfD D!HLOP.ID IUE IIUIIDRID THIRTY PIH 

HORSJPODR AT TWEBTI S.lfiU BUIDBED RrfOLUTIOIS STOP liB. SLOAII 

SAID Tll.t.1' 8£ WJ.S SATISFI ED 'HITB THIS TJlS! .AND I S lOW GOUO to 

PROCUD WI!B Al'IOTBER TEST Of THE SAD i110UE BOPIIIG to DlrnLOP 

OHB TROUS.AIID ADD TIIDITI PIYB BO.BSBPODR AT !BUI !llOOS.AIID 

R~VOLUTIOHS STOP THIS !MOIRE I S SUPPOSBD TO DKJ!LOPI Oil 

TllOOSAlfD AN1> P'Ifti BORSBPOWJ.R StoP liB. SLO.U ID'ORDD U 

THAT BE lfAS PLBABBD AT THE PliOG.RISS tKJ.I WiRE llAKIRO ANI) 

UOPSD TO B& .&.Bt.B TO ID'ORII U U TWO OR 'fll.RU DAIS TID 'l!iAT 

THEY Wl!U PRAPARBD '10 PLACE THE STJ.JIP OP APPBOYAL OP O!IJIW. 

MOTORS OX TBIS FJIGU J! 

fiBI( RI MOllOIHfiUU 1 Jr • 

Regraded Unclassified



or 

•· ...,.. GOAl or GIIDAL IDIOIII ~ 11 to ror•pwrwo 

WACII AlOft til COIIPioft'll) Dn or fD •Y·'IO" IIOID a. !D 

U.U IIUICIUD tift 8tAIID 81'0P Bl IIGBI oc.LIIIID GD -laiD 10011 OP Dft Alii ..._., llD _.., IIID'il 11ft 

IIIII I 0 A AI HAil UOI 1*-•ID• UMoftlOU ftW a. ILOA8 

&AU ftAI II WAS 8AI18rlal 111111 llllB 11ft An U Jr01r OODO 10 

P'OC'IID 11ft AIIOtiLiil 'U8'f or !IE lAD aG1.II IOPDIO 10 JlaiiM 

IIYOJ.ftlCU 110P tll18 ROlli 18 IIUIPOIIUI tO ~ GD 

'!BOU&AIIl Allll 'Uft IOIIIIIOIID 81'0P Ill. ILO.tll DJOIIIIID II 

fiAt II WAS pLI +QD AI tD PBIIOPIII liD WAI "J!F MID 

IOPJI) to a A&l to WW II U ftO 01 !UII DAD Ulll ftAf 

!BU - Pllf.tJIJID '!D PLAoC& to 87:AIIP Of APPIIJ'AL or OIIIIAL 

M0!0118 a. Dl8 MOlD 

Regraded Unclassified



PBIS:U.t aoounL! 
llDI P.uat• 1. le 

•. , 
~-a., litO. 

IIIlo .u.rJIIIIl 81.0.Q CW OIDIW. ll)fC)88 ULIPIIODil liB TU roLLO'IUO 

PACTS .umJ! !liZ COMPLaDD DH or 'fU ALLISOI aGIO a. 'fBI 

JIILI DISIOIIIJ) !1ft ftAG S'l'OP 'lD •Gin CC*PLftD 00 

lltDIIUll BOOBS OP D8'l MD DIRLOPD liD .-DUD 'IIIIJlU n'fl 

IIOJIUPOIIA At HDil UQI ~ utm.un018 S'IOP Ill. BLO~ 

SAID D.U' U WAB SA!IUUD WI!B TBIS Dlt ~D IS lOW OOIIIO to 

PIIOCUD WID ~!BIB TIS! OP DE IWII 110111 IIOPDO 'l'O llDILOP 

Oil! !BOU8AIIl ~ll HDU Plft IIORBIIOWD At 'JI!'D DOU8AC 

RBYOI.IniOIS l'l'OP miS DOll& IS BU1P08a TO DDILOPk 00 

moo~D AlfD run IIOJIBIPOWIII S'l'OP liB. SLO~ IDOJIIIII) a 

ts.t.T Ill! WAS PI.E•BJI) AT tu PJIOOU88 1DI 1IUB •+UJO AlfD 

BOPID TO • .dLI TO DllOJW U D twO Oil DBD D.U8 TID !IUT 

t'IIBI 1IJU PJIIP.+Uil 'l'O PLACB THE STA., OP I.PPIIOfi.L CW OIIIIIAL 

IIOTOII8 01 miS 111011• 

Regraded Unclassified
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DEPARTMENT OF STATE 

WASHINGTON 

Jaao 21, l.t40. 

Tbe loorot&rJ ot State preeente hi• oo~l1 .. Dt8 

to tbe BGJ~orable tbe S.orot&r7 ot tho h'euar:r, all4 

eno l.oeee oDe oopJ' ot parapbrue ot tolosr• Wo. 48 

ot Jaae 20 troa Bordeaux. 

.. 
• 

.. 
5 

Regraded Unclassified



JIA1W'1111A81 01' m pajJC ~ 

JROJ11 Allorlou l:llb& .. )', (Jie.rW} Bordeaux 

DAft: Jaao 20, 1V40, s p.a. 

JO, I 4e 

!he tollov1Dg 11 tor tile 'l'roaelll")' Dopartaent tl'oa 

Xatthewo, aDd io otriotlJ oonfidontial. 

Roterenoo ie aado to tolograa of Juno 19, 9 p.a,, 

lo. 17, from tho Department. 

I deli•erod )'OUI' ••••ago tt Governor FoUI'Ilier and 

he e~reaeod hie appl'eoiation for it. 

!he Go•ernor ga•e • the aoet dofini te a .. uranoee 

that except for the ecattorod eaall uounh (l'eferred 

to in a)' telograa of Juno 18, • p.a., Jo, 2l) totaliq 

about ~.ooo,ooo france, all gold hae alroadJ gone out 

of J'renoh porte. DuriJig the reoen1i put about 

6 

thirt)' billion franoe h .. b .. n eh1ppod out of the ooaatl')'. 

!he equivalent of about ten billion J'ranoe of Belgian 

COld hae left tor the British Ieloe. 

The deetination of tho Prenoh gold tho Go.ernor ooul4 

not g1•e ao, he oaid, but I undoretand confidentiill)' that 

it ia Caeablanoa; the Go•ernor euggeetod that I ge1i in 

touch v1 th Bout1111,er and an h1a, and I aa aaking an 

otfo1'1i to locate h1a now. 

BIDDLI, ... 

Regraded Unclassified



Jr. hle 

• • o ...... 

nu ,.... ~ ...a ..,. t•U•wlllc ··~ 

·~ ..... q 
(fule) .. .... 

ltrlet17 ...,uatlel ,_ ... ntuF ....... ._ 

1M Mel~ -.u..•tac .......... nc-•tM.., .._. 

"M oeat te tlla tlaltN. ....... Aftr, U•••-~ lu 'e, llu7~. 

It 1o .. ,UN \Mt ,....... ll••• .. oa--t ..... ita MlJ t . 1 

Regraded Unclassified



DEPARTMENT OF STATE 
WASHINGTON 

• 

The 8eoretary of State preeente bie oo~1t.ente 

to the Ronorab1e the 8eoretarr of the 'freuU1'7 1 an4 

eno1oeee one oopy of parapbraee of te1egr .. Jo. 20 

of June 20 sent to tbe .Aaerioan JC.ba .. y 1 (Parie) 

Bordeaux. 

~~l 1 ~ S 1 1 

• 

8 

Regraded Unclassified
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. t. 

IAIDIUII or f'IIIIIIIU1~• lilt 
!Oa Mel'1.oaa 116uq, (la1'1.1) 102'4oaa 

DADa J ... eo, 1140, 80oa 

IO.a 10 

1!1011 lllllmftABY IIOMD!IWJ. 

I rotor to 70ur tole~ ot Juno 18, lo. a troa 

Bordeaux • 
• 

• 

~ !he GoYornaoat of tho Ua1to4 Stat•• hal booa graato4 

11ooD.o b7 tbo Brltloh GGYorD8oDt for aaautaeturtac 

lloll1 Jlo7oe OIIClJloo, the ro7alUII to be al'I"&DCI4 after 

tho ~11 oYer. It 1a ov hope t:bat tho .... prooetvo 

~'BliiJ)&DO Bull& laglDII will be toUov14 b7 tho 
J 
J'Poaoll CloYoruoat. 'l'hlo le Yll'7 1-,portant, 1n our op1D1on. 

J.O.l: 
1 ( 

bi1 s j!l 

• l. 

Ol.LU 
Aouac 

(BJ) 

.. • 

Regraded Unclassified
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TREASURY DEPARTMENT 10 
INT'Qt OfiP1Ca COMMUNICATION 

DATK J11M 21, l!jl!O 

Soorotar:y Morgent~ 

STRI CTLY CONFID ENT IAL Mr. Cochran 

Mr. L1n eq telephoned to •• :h-om tho ~pertment of State fl ahrd.a,r attar­
noon to tho effect that Nr. Morrl...., of tho Near laatorn D1Tia1on of that 
~partment, had vr1thn a me:~orand.nm of & rldt on the part of the 'rurldoh 
.bbaaeador, who It& ted that tho Co .... rclal Reprountati-n ln Now York ot tho 
M&ban Oo1'0rnment dodred to purchaao 50,000 ouneoo ot gold ln !low York lllll\ 
hold thll uount under o&ra&rk. Mr. Ll-naq roO&lled tho omhaJI&e ot rlewo 
which WI had OOSI -ntho &go when tho Banko M11Uo .Lfghan took up th1o q'Q81tiOD 
ot gold o&rlllaJ'Ida&• I coat1nood to Mr. Ll-noo:y tho !roawry rlew u o>:prooood 
at thot tlao that appl1ca t1on ohould. bo lllld.o d.lroe tlf w1 th tho J'ederal ReoerTo 
3&Dk of !low York. I told Mr. L1noey th6t tho 'rurkiah :r..b&lo:y, whleh repr oeonto 
Mghall llltoroah ill Vaahlllgton, could a pproprl&tolf pa oa thlo 1utoraat1on on to 
tho Atgban Oomaerc1&l Represent&t1vo 1n Now York. 

Upon torminat1n& t hlo eonvoroat1on, I telephoned Mr. Knoke. Ro told me 
that ho had Juet vrlthn a mel:IOraDdWI upon tho above eubJect. A cop:y thereof 
h&o boon reeo1vod t h1e morning and 11 attached. Thoro 1• noth1a& turt hor tor 
tho Tro&eury to do ln tho prem1oeo, pond.lnc tho provlo1on b:y the Atgban1atan 
7.• proaent&t1vo ot tho 1Bformat1on deolrod by t ho lodor&l Reoerve Bank at 
Now York. 

I am pr ovld.lng Mr. Llvooo:y with & copy ot Mr. K.noke 0o -=rand.ua . 

• 

Regraded Unclassified



D ATE ,.. lft lf41e 

SUBJECTI.......::Ba:.=n::k..::.e ...:ti= ll= i:..;e:.....::Af=.,...=:..::'=W=':.__ 
Al&ha Clo'nl'IIMDte 

*'• Koh-ed OIIU1 U6 Weet 26 ltr .. t, In York City, 

Telephone! Cb1cker1D& 4 07'71, called today with reterenee t. 

exchan&t ot cablell'IIU 1D J'ebru&rT ot thil TMI' between the Lesatlon 

ot Algban11tan in Paris throuah the Allerican labauy in Paril and · 

Treaeury, aleo to corre•poa4eaoe between lational City Beak ot 

lCork and the Banke Killie U&b.ul 1D llarch ot t hh yev0 W 
1 correepeodeaoo dealt with the acquiaition by the Banke Kill1o 

r .. 1,.. or by the Alchan Oonrnaent ot sold 1D th1• country and 1t1 

.,,,...,ra in 11 ... York 

llro Ollar cla1aa that he reprelente the Kiniltry or :lo0110117' 

alle the BaDte Killie Al&b.ul ot which he eay• he il a director .. 

Be doe1 bueinell 1D lew Yorlt in the naae ot the Atgban co-ercial 

&boTe addreee. 

Kr. Ollar reported that the Algb.ul Ool'e~t wante to buT 

co18ltl'1' ~,ooo o1mcee ot gold and hold thea 1mder eerurk 1a 

lew ~. Be 1tated hil 1Detruct1oe• were to trT and complete the 

acqu1eit1on or sold and 1rrance tor its eararko Kre Oar bad ••~'et­

the 'flu'ltilh Allbaesaclol' 011 lune ll to appPMch the State Depar~t 

utter. 

I explained to Kr. o.ar that t he !'urkilll Jabaaudor would 

prelu.&bly be referred to the Tr ... ury which in turn would refer h1a 

to thla bank 11 tlaoal aaeat. 1 po1Dted out tbet •• regarda ~ 

thia a.. seaerally preterl to ea:r.ark tor aco-t or a central ball: 

rather thea tor aoo-t ot a toreip aon~t althoU&h in l~W 

Regraded Unclassified



~~CE CORRESPONDENCE 

• 

D ATE z_. 19a l!@o 

su .... en lenkt 11 1 1t e Ucbep Q 
Afpaa GoYe~\o 

~2 

oa••• we had in the paet acreed to earaarkiDc tor toreigD coYeraaeD'' 

ot countr1el where there wae no central '*K in ertetmoe. I cca~ 

• tin~ tlat be~ we could detel'lliDe what the etatu. wae ot tho 
t a no 

Bm.l&e llililie ~ we Rul.d like to ban ltl etat•and a lata 
I 

b41ance .... , (both 1.n IDsl11h) aD4 &110 10 .. lntorsatlon C111 Atcbaao-
~ -

UtU'• •tel'DIItlolll.l. trade• partlcnala.rl7 1tl trado With thh coUDtrJ'o 

"' -o.ar~eplleC~at he bad aoae ot the neee•••l'J' lntoraatlon a~a1JLal~•: 

in hi,, ort1ce here and. tor the r .. t he would cable to hb LIQdCII1 

brlanclh or to Uch&Dhtan. a. will cOIIIINil1cate With .. fUrther Sa 

COUl'leo 

Regraded Unclassified
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DAft 

STRICTLy CONFIDENTIAL 
• 

)(r, A\ki.u, of J. P. lforpc a4 OOMpUJ, low To111:, tobpboae4 • ,_nerUr 
atteraooa. .. n.ate4 tb&t b& 11114 J-t talb4 wl.tb )(r, Lei'07 'I 'lea. :n-lal. 
Ocnm .. lor of tile J'raab •baaq, 1A repri to npportt.ac Jl: s> Jle,_ t \o.U 
on tb& low To111: -.rbt. In tb& put, J. P. llorpc u4 OogW law~ no!l 
bo~ for tba olllklac tu4. !be lela& waa bo1Jic ooneicler~••rlir of 'baT1ac 

e1Jt>t or to Ulouucl 4ollara of tb .. o bollA• to offer sC.. ll'tM coapport 
4eola1nc ~~&rat tb&nfor. Xr. Atkllls -h4 to lr:llow ~~- lharu7 

s,ppron SliGh &ll operation. 

In &owr to rq l.aq'ca.1JT, Xr. Aikllls ot&te4 tbat lforpa1 s bat lutruUoas 
- tiM aco. •thorhlnc tbea to parcllaM l'naoh Oon~t lloD4s oa tile 

To111: .ubt wbsa tb& prloo tllenfor coes below tb& lonl at wbloh tbq are 
h pi&1'GIIaM tbea for tbs slDidJIC taA. Ill tbs put, lt illu liMa tile 

~re.,~:•ooo of Jlor ... • s to Mll truos to aoquin tbs 4ollan for thio parpo ... 
ol~'-•, tbs dollar aooO'CI1lt of tb& Bait of l'reuls woul4 be 

lohl.rcotcl w1 tb. tbs _, spoat 1A parcb&slnc tho bolide. 

'lfbsn I rua111:o4 that it waa ali'M4T faur o1oloolt 1n low Ton u4 pre-b~ 
too lots for uq -.rbt treu?IIIUons, llr. Atll:lu acrse4 that 1t waa 110t Vpllt 
tb&t a deolsloa be pftll at 01100. OouoqMAt~, I tol4 h1a to ..a tho ronU110 
appUoaUon for a Uooaso tb.ro'acb. tile hcloral .. sorn lull: at low Toft:. I 
proalse4 that tho !NUQ1')' Dopar\ltollt voul4 pn proapt -!.Uratloa to tba 
applloaUon, u4 - ~ b7 tol~u. 1A tho nut tllet a qaiolt cleo1?1• 
wu -•0&17 to porait lforpc u4 Co~ to lr:llow 'IObathor or 110\ tbq oov.l4 
oarq ov.t tbs npport1nc operattoas. 

Mr • .t.Ud.u aloo Rise4 a qun101l as to !low tuAs oov.l4 be tnualtte4 b7 
•Jrhllds of J'r-•• to npport tb& abl:al.aiiOe oo~s ill J'ruM 1A whloh Illes Aaa 
Morpc 1? so ?IIIUft. .Aca1ll I tol4 llr. Atldu tb&t tho J'e4oral :aessrft Bait of 
low To111: shoa.l4 be ooua.lte4 Oil this toob.llloal. qusUoa, 'llblob. wonl4 1A t'llrll 
solloU tbs aolwl.oo of tb& 1'nUIU'J', 1t this ~t be nq'Alnd. 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTEI'II OI"I"ICIE COMMUNICATION 

DAft .1\ma Zl, l~ 

Sacretar,r Morcenthau 

Kr. Cochren STRICTLY CONFIDENTIAl 
11r. ZOltovaki, Poliah h~~a~~e1al .lttache, called on ae at ll o' olock todq 

<q>pointaent . Re atated t hat action on our part vould han been vale•• u ve had 

f lt to block Polhh &80eh in t hh COUll try oooe nino aontho &CO. Since thlo 

va o not t aken at that time, end oinee Polloh a eaeto are nov cooparat h e}T lov 

thlo eountrf and oo dlotri'bllted and pl..,e4 tbat it vouJ.4 be d1111eult for GefW.I1T 

cot hold of th .. , he •••• a o aorit in blocklnc at thlo l a te date. It the queotion 

ohonld arloe, ho would be happy to coaa in and dlocu11 it vith uo and bopeo that u:r 
definite act i on vould be d~ peDdinc ouch a dioeuooion vlth h1a. 

Kr. Zoltovolc1 returned :troa a 'l'iolt t o :lbrope on}T a tev clqo aco . Re had 

btOD &l tO\Ill4ed to tiad the Wlpreparednell that u:ioted ia both Ezlcl&lld aad llrence &I 

late ao April and aarlr MaT and t ho alcoot co.plata lack of raall.oatlon ot t he 4&Dcar 
that oo l.aaedlatal7 contrc.nted t hese tvo cOW>t rleo, Ra pn a lone oto17 of the 

p oaoeUae poll Ueal l ntrlcu.e ln :rrenco, vlll ch contlnuad r ight up to t ho nacuatlon 

Parlo. 

Regraded Unclassified



REP 

Stcrtt~ry of StntE 

Wn:sh1ngton 

TRIPLE PRIORITY 

51, Junt 21, ll n . o . 

O!Ul' 

(P::>rh) 
BORDE.\UX 

DQttd June 21, 1940 

Rtc'd 1:45 n . c ., June 22 

FOR THE TRE.u!URY FR> M IIA TTHEYIS , 

ThE B::>nk of FrancE ha s nakEd mE t o rtqutat you 

t o transr~1t tht f <>llow1ng III&:SSGgt in its aptc1nl cod&: t o 

thE Ftdtra l RtaErvt Bank of New Y~rk i n vitv ? f tht 

f act thr Bank of France oablEe do n~t appEar t o bt 

gEtting through "IDOST DUPOH AF.ZOC .\D}liG I i;C,<S ZOLKY 

YGREV YERUJ XOXE"11 XI RHY BIRUV EZI RO ODI;.!E EULUR .. LOIN 

DIDPI K..9Y • .PSYT XOOST XOPED Uii;.\y FR.',EN I CIOO ZUOPI 

zo.,TS ZOTUH XUBYS BIRUV EZIHO &V .. P E'ftT, •'l BUI£B OKXIE 

16 

Tht Bank o>f Pr!lllot 1nf,,ros m th:l t tbt f ortg"ing 

c oncErns pri=rlly thE tr~sfrr of $4, :!123,128.7~ from the 

Bank's aoo ~unt with thE FEdEra l Rt nrvt t o th¢rtd1t "'t 

J . P. Morg:m & Oomp:~ ny " t or thE sinking fund and coupon 

provision aoocunta (t) pEr and 7t• Thie tranafEr 1a 

btlng t;~'ldt :>galnat poyr:1tnt by l4t,r gan tt OompD.gnit , 

Regraded Unclassified



• -.. . 
... Hl, Juftt tl, U w- ftooa ~wt • 
Perla ot t2lr rqui'r.llmt at "CeliO or tr::moa ~'786,361.110 

and ehowe the 'lrieh of tb£ Prcnch QUt2lorl tln lll;iotntat n 

thr1r orrd1t atonding ln the Ohitcd St:ltu (only o. 

t mQll pro portion ot thl bonde Qrt hrld 1n thr UnitEd 

StQtU o ) 

BIDDLE 

EKB 

..., .... 

-

' •• 

17 
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TREASURY DEPARTMENT 

Soc,..tll.l'J llorp!lthau 

CONFIDENTIAL. llr. Oochru 

.b iaFOTe•on\ in tho otorl1D& quotaUoD took plaeo to&r,y, reTerohc a 4o1rJ1.. 
.. r4 troo4 that bu beoD 111 OTideDco for •ore thaD a ,..lt. .A.fhr opoDiJic at 3.&4-1/2, 
tho poud a4..aJ~C04 to 3.58 wHh111 U hour. It ~n4 back to 3.156-1/2 IV' IIOODU•• 
'lho rate ha4 a tin \oDO thrOlJCltout tho reot of tho ~, u4 otor11Dc read>o4 a hicb 
o! 3.60 ju.ot before tho c1oll. !ho tiDal rate wao 3.&~1/2 , a pin of &-1/~ co-pared 
oltb 'lhun4q1 o c1ooo. 

!bo roporto4 tunlonr wao DOarl;f ao larp ao that of yooto~, bv.\ to4q, 
roportocl orders to ooll otorl1Dc woro a boat 1.240,000 cr.ator tbu 't>QJ1Dc ordolro. 
lfoot of thio oxcooo, accor41Dc to tho I n York bo.D1co, ,... aboorbe4 IV' Jllll'chull 
of tho In York apDcioo of Japazoooo bo.Dlco, 

Saloo of opot otorl1JI& IV' tho oix reporUQC bo.D1co u4 tho hderal lleoorn 
l!o.Dlc of lin York totalo4 1.&61,000, from tho f o1lowiQC oourcoor 

:Qy coaer cial eoDoeru . ......... .. ......................... ......... '-1..19,0()() 
liY forlip banka (So • .boer., Ioar lao\, :luropo & J'ar laot) ......... 1.38?,000 
liY tho loderal neoono llaD1c of J101r York (for YacoolaYia) ......... .. I. 615 ,000 

!otal •• •• ~o&&l,OOO 

l'llrcbaoeo of apot otor11Dc uOUDto4 to i.302,000, ao iDclioato4 belowr 

l)r co_.rcial conceru . ............................................ · • 83,0CM) 
!r foretcn baDka (Jar ~t and ~o»e) ••••••••• •••• ••• •• ••.•••• ••• 

!otal ••• 

!bo i&tioD&l OitJ BaDlt roportocl that it ba4 oolcl oottoD billo totaliQC 
U,OOO to tho :triUob CoDtr ol on tho baoio of tho offi cial rato of 4.03-1/a. 

!ho Janlt of lluhatt&D otatocl that it ha4 :pll'Obuocl 1.7,000 fro• tho :tr1Uob 
Cootrol at tho offic ial rate of 4.03-l/2, to be uoo4 to ~ for obi~ato of tea. 

ll..,olop~~Dto i a tho other ourroncioo woro ao follower 

'l'h8 hi .. franc ap111 illproYicl to roach a cur,..Dt h1cb of . aa&a 111 
tho •14-attornooa. In a44i Uon to cl.nlulcl froa 81r1oo oourcoo, 1t ,... roportocl 
that co-roial co'IICorDo boro Jllll'chao•4 ~&erato -..to of 8wiu fraDOt• 
!boir aoquit1t1oaa, for tho •oot part, aro 'boiDC appliocl apiaot oaloo f or 
foroarcl &oun17 _.. 111 tho paot u a bedp apiad u t1cipato4 export•• 
!be latter ban 110t Mba pl-. owiDc to tho ooarc1Q' of obippiQC opooo. 
2'bo 8wioo fraac clooocl at .2811. · 

Regraded Unclassified
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'llae Qcuf!en 4ollar W a MUer \e• to61iro 1a a ft17 \Ilia Ml'bt, 

tu Uec01111\ tor Ulat CQrJ'IIIICQ' ~4 to U-1/Wf> a\ u.. o1oee, u o..,.,.4 

•1th 7••t•r41r'• tiDal qmo\at1oa of 11-a/~ 

!he l11'a u4 ... lobaarlt rnat.4 at .01101 u4 .4000 reapMUw~. 

!he CU'baA p .. c wu qmote4 at 9-1&/1&~ 41eoCIIUlt, a all.cht llopro-at 

•••r r••t•~·· ... , •• 

!he llex1ou p .. o . .. Wlchallc-4 a t . 1818 b14, . 2000 ottereol. 

'fe told .1,000,000 1a pld to be a4Ud to tu .. rw.t'laod aocCIIUlt of the Oeatral 

l!aDlt of the U~aa lapolblic. 

!he .rea.ral laee1'ft llelt of l ew York repone« Ulat \be hioo llelt CorporaUoe, 

Loodon, ..a. two lhi~nte of pld t otal1ac .126,000 fro• laclaaol to lh Jew Toft 

actiiC7, for eale to U.. u.s. .&.a ear Ott lee. 

!he !o•'bef' col4 price 4ecl1ae4 the eq;dftl..,t of 1~ to .a&.22. 

Spot e1lwr 1ll b'bef' ... aquiftlent to 43.8~, ott !/1~. 

In LoD4on , opot o1lwr -.. t1D4 at az,..?/164, ott Z/84. 'llae fo1'W111'4 ]rice 

21-U/164, off 1/ 164. !'be u.s. aqu1ftlente were 40.?~ aD4 39.43tf reopocUwl7• 

llan<lf Allcl. .......,,, oett1e .. ot price for toreicn dlwr wu 'lmcllanp4 at M-3/ 41• 

!he !'roUilJ71o polrchNe price tor toreicn o1lwr ... aloo 'lmcilupcl. at 31¥• 

l o .a. two poorchuu of o1lnr tota11ac 130,000 -• uoa.r \be au .. u :h.-. 

cUie .l.ot. Ot th1e -.nt, '70,000 CIIUlcee repreeente4 a eale troa illftlll01'7, IUI4 

tho n•11l1Jic 80 ,000 OQDCU coadote4 of - pro41lcUoa hoa foreicll - tr1 .. , tor 

torwud a-11"1'7· 

CON FIDENTIA'""" 

Regraded Unclassified



P'&D.ftAL ,._....,. .AHK 

Of' NEW YOIIDC 

It(•) 
20 

E CORRESPONDENCE 

su .... 

D ATE. ,.. 11, 1 ... 

fiLIPmD COitWUOif ftftl 

BAR CW D&Ane 

.... -.ltoo oall., at lOaJO •••• -..,.. tba IIIRch ft'aaftl'7 

Sa •• , •• be ...u, ........ Ida to filii oU tfbatbel' 1ll co.pl1an 

IIS.th tbalr l'ac&lMit, •• 1114 tonal'cled aw •~• Ul4 t11t k iJ' IJ'J'aap. 

-' .. that thO)' 10Ql4 ~ - tbell' I IIOet wlth ... Ia 1'1~ I 

..... tef .... ~too to anill tbe tl'lln1'7 the' both ....... \en 

WV1 IIOY - tbe wq to thea. 

.... Jloltoo the Hfanecl to tho~ BuUt, all the &811U 
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SecrEtary of State, 

Washington. 

1776, June 21 , 

PLUN 

lONDON 

Dated June 21, 1940 

Rcc 1d 4:10p. m. 

FOR TREASURY FROll BU'IT£RI10RTH , 

2l 

Anothtr ~0 million was added to the nott circula-

tion, the fourth consecutive substantial increase, -largcly attributablE to cncashmtnt or French notEs by rc­

fug££8 end returned British soldicrs. and to furthEr 

evaouation movements . However the credit best was 

practically unaltErEd, security holdings being increased 

t o offsEt thE outgo of notEs , 

ThE market continues to antici patE another war loan 

which is expected by the city at any time in viEw or 

the liquid condition of banks and mounting govErnmEnt 

ExpenditurE . Supply costa for tht sEcond consecutivE 

weEk; that ending June 15, wtrE ut thE '60 million lEvel 

(sEt my 1620,. JunE 12 ), 

Tht financE bi ll bas now pusstd tht Hous e of Commons• 

thE ChancEllor of thE Exchequer again stating tbot a 

nEw budgEt is inevitablE and hEavy burdens oll r ound 

arc fully txpcctEdo 

I!£Nif£DY 

Regraded Unclassified
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OEPARTMIDCT OF STATE 

WMHINGTON 

.Tae 21, U40. 

The Beoret&rT or Btate preaante hie oo~llaenta 

t o the Honorable the Beoretaey or the Treu1U'7, and 

enol oeea tor hie 1ntoraat1on a oop7 of a a..oraa4 .. 

dated June 19, 1940 repor11DC on a oon• er eat1on 

between a a eaber or the Department or State and 

24 

Baron de Gruben, 0Ganaelor ot the Belgian labaee7, 

regar41nc the releue of tunde to oerta1n Belgian 

national• 1n Iran, and a oop7 of parapb.J'all of telegr .. 

lfo. l:S2 dated June 21 troa the Aaer1oan Legation, 

Tehran, Iran, on the eaae •ubJeot. 

,.., 
zi,loeuli., 

' 1.. 
.-... 

x.ciilbdu, June 1.9, 19•0. 

2. P~e, lo. l.:s2 of 

~ 
.Tau a1 troa !eb.J'an. 

... -< ... ... ,. .... 

"" 
... 

Regraded Unclassified



P.ABAPIIIIAR or 'fi'·-AK UOKiftD 
• J'!lOil: Aaer1ou LegaUon, '!'ehrall, Iru 

~'1'1:1 JUDI 21, 19.0, 9 a, a. 

wo.: 132 

The Belg1u Aaba .. ador in Yaeh1q1;on b.ae been 

oontaoted b7 telegraph by the Belg1an X1D1e1;er here 

with regard to funde of Belgiu aat1onale 1n Iran 

whioh are blocked 1n the Un1t.a ltatee. 

I can peroe1Te no obJeot1on to the procedure whieh 

11 outlined b7 the X1n1eter; the Aabaeeador 1n Yaeh1ft81;on 

will explain th11 procedure to the Departaent. 

DGD'!'. 

-OJ 

Regraded Unclassified
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e.1REASURY .. EPARTMEN~-·-

UNJ'TUl STATU CIOAST GUARD 

WASHINQTOH Zl Jlme, 1940. 

Fra:u Speaent, ~. Cb1na. 
To : Searetaey or the Treasury, 

lleaaage trail II!'. Nicholson. 

T. V. Soon& lett HCill8katl& via the Clipper Wednesday; he 

is &Ia to G'Tive in Ha'lolulu SUnde'· He would appreciate any eustau 

courte51ea that aucy- be properly extended at Hooolulu and San Francisco. 

Soong is also desi.r0\18 or engaging a bodyguard to accanpiii!Y him during 

the trip far which he will pq all expenses. It ie respectfully sug­

gested that the SUper'fisinll CUstCiliS A&ent, San Franciaco, be requested 

to obtain a bodyguard far Soong's use upon his arrival. 

Regraded Unclassified



TREASUIJY DEPARTMENT 

WASHINGTON 

,... u. J.MO. 

Ia repri to elodJIC -cr• ta _... .ae Ys...-tr-11 
» to, ... ~· -..Sac illlle _. _. •• r.u-. 

a1~ u ...... e a •· x-.....-.. 
••• ~r·• npre...n.un MllH to u-.. t.lle 

......... el..S..C -cr•• '111\:ll .twel· 
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BRITII M UIBA81Y, 

WAIMIMCTOM, D.C. 

\ Secret 

Uonoursble 

JUJle 21st, 1940. 

Dear Mr. Secretary, 

I enclose herein ror your 

personal and secret inrormation s copy 

or the latest report received rrom 

London on the military situation. 

Believe me, 

Dear Mr. Secretary, 

Very sincerely yours, 

Henry Morgentbau, Jr., 

United States Treasury, 

Waabington, D.C. 

Regraded Unclassified
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DKP 

.. 
Sto~y of Stat£ 

-'t.· Jtnt 22, 11 p .m. 

.. 
Gray 

(Paris) 
BordEaux 

Dated ·Junt 22, 1940 

Rto 'd 6:55 a . m . .. Srd 

41 
J'OR Tr £ TRUSURY FROio! MATTHEWS . 

~·'lt ilt>nlc of France rEqunta transm1n1on ot thE 

fo11ow1na to tht Ftdcra1 REStrVE Bank ot New York: 

"XOSRO Z£IRS OZLEB XOSRO ZEIRS OZLFB XOHGO JAVYC 

EPUPA FYZ'OL LADtJO IODUN XOL£I KEXOX XOL£I Z£IRS 

OZL£B XOll'NY OPROO KIUTI OZLEB XYIBS JYUB£ ILORL 

ERGEP HOFEJ ICPIT OYJIR SHIPU REOnl OYJIH TEOBU BYNU 

ALOIN ITVOK FRYDO F\J\VSI GYCEU CURZO OEIIYP OIRFE 

OGFUY CODAY IOCIT YBJUP JYUB£ IUVUR IOCIT HOFNY 

MAUTE OYJIH CIENEL IHFPD AlXYR OBlllP FOZtm IRYBS 

IRYBS BANFRA ONCEZ ICPIT OCVO£ JYUBE IOCIT XOJCI 

pNCEZ MA'l'SE OYSZO FUZDO EI'ITAT OSl!AP CDIME FOZUB 

IRYBS BANFRA HUASI ICPIT ZEIST XUKXI JYUB£ AI!JIOB 

EBGEP ODIHE CEl1LO IRJIP IRYBS CIBBU APXYZ OXSES 

IRPED iCOGYI LOZAT ATYYB EXTAT JYUBE OAVIK OldESK 

AVAYI AD!OB APSYT OYACU CABAL AFSYT ODIM£ CIBBU 

ORAW 

• 

31 
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010' 74 JunE 22 from Bordcaux 
l 

O','fJ\A'fl 00000 ELVES ZPIST TIJIIBI NOFAZ DISSO 'OD'Pl" 

32 

Carigu£1 tclls mE tbc.t uvcral days ago thE Bank 

c~blEd thE FEdEral REsErvE with rEftrtnoG to ita moving to 

Cl~ttl Guyon and Saumur but rco£1VEd no rEply thE aboVE 

~tEoaagt ia to 1nfor~a the Ftdr:ral RturvE Banlt that all 

d epartments of thE CEntral Office ot thE Bank of FrancE 

arc locatEd h ErE at Bordtaux. 

TbE mcssag; likPiSE asla1 for information as to 

the l.'t. <J:' s .nla!:;;:s both ordinary and bullion with t hE 

~ 
' -

DDll 

I?IDDLE 

Regraded Unclassified



DEPARTMENT OIF STATE 

WMHING'Ta4 

~ loorotarT of ltato proooat1 h11 oo~, • .,,, 

to tbe BoiiOl'alll.o tbe loorotarT ot t~ 'froalllll'f, Sa. 
onol.OIOI ODO OOPf of tol.ogr .. l o. 51. of JUII 21 froa 

Bor4oawt. 

Regraded Unclassified
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GRAY 

(PARIS) 
BORDEAUX 

DatEd JunE 21 1 1940 

Rto 1 d 4:08 p , m, 

34 

Store tary of S tat E, 

Washington. 

511 JunE 2 1, noon. 

PlEasE transmit thl: following to J , P, }q)r gan and 

Company, NEw York: 

"At O?J' r Equest TrEasury has ins tructEd Bank of 

Fr nnct to t r nnsfEr to you through FedEral REsErVE Bank 

of New York dollars four million thrEE hundrEd twEnty­

thrEE thousand one hundred ~nd twenty- Eight point 

seventy- thrEE for tnt credit of thE French sEvtn per 

cent and stvtn and a half per cent sinki ng fund and 

coupon accounts , ri E havE paid Bank of FrancE cor­

r esponding amount in francs at 43, 90, Jay Arragon 

BordEaux, JunE 21, 1940 , 
BIDDLE 

CIB 

( 'l'be &bon aouac• waa phoned b7 llr. Cochran 
to Mr . Mitchell of J . P. Moreen & Co. of lev 
Torlr at 12:10 110011, JUDo 22 , 1~.) 

Regraded Unclassified
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!be leont.J'T of Jtah preauta lala .-pUaeata 

to the Bo110rablo the horotai'J of the !reae1U'7 u4 

onolo••• a eopf of a tole~ reoo1Te4 fraa the rr...a 
Aaol'loaa BaUJ.ac OorporaUon, 4ato4 .Juo 22, liMO, 

ropr41ac b1.Uo4 tlaa4o. 

rro. lrenoh Aaorioaa hv' •c 
OorporaUoD, .711JlO 22, l l 40o 

Regraded Unclassified
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lew To:rlt Jr June 22, 1~40 

leoretarr ot State. 

On behalf banque D1:&tat 411 Xaroo Whioh 1e ottioial 

Koroooan banlt ot i .. ue aD4 4epoa1 torr coYerJaent t'unda 

we ban applied thro118h red~ a. .. rn Bank In York 

tor general 1ioen•• to operate their aooount under 

e:uouUYe order 8389 u aaell4ed appl1oaUon bearinc our 

nuaber && atop We are intor-ed agreesent in pr1noip1e 

baa been ginn to tb1a b7 US gonl'IUient in reaponae to 

demand b7 US Oonaul. General in Koroooo 1top '1111 

appreciate &JQ'tb1DC rou oan do to exped1 te i .. ue ot 

1ioanae. 

rrenoh Aaertoan Bankinc Corpn. 

36 
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DEPARTMENT OF STATE 
WMHINGTOH 

The BeoretarT ot State preeente hie oo~liaente 

t "'O the Honorable thl BeoretarT ot the 'l'r1a1UJ'7, &M 

enoloeee tor euoh aoti on ae &aJ be 4eeae4 84Y1a&ble 

a oopy ot telegru date4 JUAe 21, 19.0, a44re8114 

to the Pree14ent by Xr. Herbert MoLean Purd7 with 

re&ar4 to certain tWI41 tor payaent ot .... , tor 

worltere on the l'renoh PaY1111on ot the Worl41 1 l'air. 

Encloeure: 
· J'roa llr. Pur47, J11111 21. 

37 
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'1'HE WHnK HOU81 

Yubi.Dgton 

29YU. aA 112 - D.L. 2110 p.a. 

lew York, lfev York, June 21, 1940 

TilE PJIIIWiih 

Can rou do eoMthl.ng to rel ... ee tunde ot rrenoh 

Governaent tor purpoee of pa)'ill8 the a en at the l'renoh 

Pavilion Yorld 1 e ra1r. Upward one hundred fifty aen 

at building will not get paid toda)'. lfational Cit)' Bank 

here hal applied to rederal Reeerve tor epeo1al permit. 

Underetand thl.e hal gone to Yuhl.ngton to get permt t 

approved but no vord ret tro• Yuhl.ngton. Xeantiae, 

38 

employe .. claaoring to be paid. Xr. Edward Xcrtiller 

Livingeton, vho 11 with our Co~anr ie I underetand pereonal 

triell4 of ;roure and alec know• General Yataon. YUl gredl)' 

appreciate )'our eendill8 vord to proper departaent to rueh 

releaee ot aoner eo men can be paid todar. lind regarde. 

Herbert McLean Purd)', lC&naceMnt Corp. 

Herbert XoLean Purd)', Preddent • 

Regraded Unclassified
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Srcrctary of State, 

Washing ton . 

1784, June 22 . 

" PLAI!l 

London 

Dated Jun£ 22, 1940 

Rtc 1d 9 :12 a . m. 

FOR TaEAst:RY PRal BUTTER\70llTH. 

39 

Last night. ' a announo tmrnt of thr new 2t perc tnt 

fivE to seven year war bond saleablE from Tuesday next 

on tap at par io weloor.~Ecl in t his tlorn1ng 1 a financial 

press as particularly suitable at the 1~oment and as 

l i kely to bE VEry SUOCESSf'u.l , ESp eoially in ViEW Of the 

uo£1'ulnrss of a a1J:Iile.r war bond in the last war . The 

loan 1s partiouJ.o.rly :nlitablt for banka and other t1nan­

o1al i nstitutions and large i nvestors, whilE the pro-

vision for subscriptions at a minimum of ~5 rEaches down ~ 

' to the mtd1\W s ize private investor who has already taken 

up the legal limits of d tftnse bonds and savings ocrtifi­

oatea. Though not a funding loon proptr much of thr 

proceeds may b e uatd to meet thE I.l.OO 1:11llion to bt paid 

out dissented holdi ngs of the 4i percent conversi on loan 

on July 1, uhil £ the Treasury bill issue now considered 

at a trchnioally oonvrnirnt level will doubtlEss be 

prrvmtcd 

Regraded Unclassified
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I1J ,_ 
u .-1'; • ~ ,_ • .. 

t.1 • 

.... 

• 
bsm -2- lfoo 1784, J'unt 22, t'l'CIII London 

prtvtnttd for aomE timt from r1111ng dro.at1oall1o 'Du 

dto1s1on not to float a largt ldo.n or 11m1ttd amount 

40 

at tht prtstnt or1t1oal momtnt 1s also oona1dtrtd w1at 0 

wwc 

• 

Regraded Unclassified
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Stcrttary of StatE, 

Ylasbington, 

64, JunE 22, 2 a , m, 

GRAY 

Parle 
BORDEAUX 

DatEd JunE 22, 1940f 

Rtc 1d 12 t:55 p.a. 

FOR THE TREASURY FROM )(A.T'l'HEWS 

ThE Bank of Prance has asked mE to ascErta1~ the 

NEW York .frEt market rates for thE French franc and 

stcrllng. Th£ Bank of Prance sEEmS unablE to communl­

oatc wl th Marclall , 

BIDDLE 

, 
Regraded Unclassified
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CK 

Scorct~~Y of St~tt 

~lnoh1"3ton 

73, June 22, noon. 

• 

GRAY 

B£rn 

Dated June 22, 1940 

Reo ' d 1:40 PoDo 

Tr~.dt negoti~.tio:-t:: rcsuncd yco t u<'.cy in Bern b et-a em 

Gcrr:.n r.nd ~T:iao dElcgntiono headed b:r HEl.'llltn ~nd Botz 

rcspectl.v£1y to p!'ovidt oubotitution tor the prtot:nt 

o1t:arinc ngrcc::>ent due to £}:p1rc Junt 30th by a n ar r=.ngt­

l:Ent t~lti .>s r.oco1:nt ol' inttrl•upt1on of Gcrn.c-.n- Snios 

o1tnr~.nc !.a DOI'I ht~.vi1!· in f~vor of Gcrtmnf ( Snio:: not/ 

Oltinc ol\01 000, 000 :."r anee no conparcd n1 th Suiao credit 

of es,ooo,ooo ~-~~ of 1not Octobu•, ) . 

It !a conf!l'!•Ed hErE t!r.t in ~.n cncl.t nvor to rc:: tore e 

b~.1anc c : n the clt=ir..g Su!sc f'il"-1!: revc reo tntly bern 
,..., 

ur3cC:. to lncrtnsc t heir a porto t o Gcrr:.-.ny+ Undd'?prt omt 

c ond1 tono 1 t io to b t t ::-:ptct cd t hat the Otrno.n ol'.arc of' 

t ot r.l Srr1oo foreign tr~.clt \1111 rice nnd tret Gtrr.>:UlJ •.:n l 

dcuin." tc Srrioo eo ono~'l),· to ~- srcnt£1' c;:tenl; then hllfe:tot.:n,t . 

c 1th re:i"trtn oc to Zurich1 o 142, June 19, 5 p~~t !hc.vt 

bttn ·.utborit::t ivtl; inf'orntti htrt thnt thert b:'.c bEEn 

noth!na ,,n tlu: ~t;urc of' :-.n ult1-~W!:I trnn Gc=.ny in 

thi:l 

.. 

.. 

Regraded Unclassified



-2-4781 JunE 221 noon. trOD BCJ'IIo 

th1a rrap EOt; tbt\t the nro ogrtmtnt ...,. bt ':ltgotl otcd, 

:10 othtl' trndc nnd oltor1ng agrcmmta 1'11 th OEI'n:1ny in 

rtotnt yc:1rs , in oooordonqc n1th oot~l ond proopcot1vr 

trod£ ooncllt1ono :lnd probebly i nvolving oout o:lor1t1ot by 
• 

btnE1'1c1or 1ta ot tr::motaa• ot return on S111oo 1nvcottlcnto 

in GtrtlCny 1n r r.vor or S"Ys £Xporto to GErtumy., 

HARRISON 

EllB 

• 

• 

.. 

,..., 
~ 

., 
-- ... ·- • 

I 
• I 

- • 
"" c .., 

.... " 

Regraded Unclassified
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J:t :'i·ALf 44 
Btrl1n 

~ Datctl .JunE 22, 1940 

!lcc ' u 1 · 50 p .1n. 

~Lcrcljry of StatE , 
• \las1t1nr:,ton , 

2013 , Jun£ ~2 , l y .m. 

~ht ForE1(;n Of.ficE s_.>onsorccl DinlST AUS DEUTSCHLA!ID 

carr1to u.ndt•• d •• ~~ of JunE 21 t:tt i'ollo~11~ camauniquE 

with l'.'ll)tc: to :lEimany 1 s fol•d :situatjon: ''ThE usstrtion 

o£ the i.on.lon radio tbat cl·u·jnt: l.ht CQ!?Ii:l'; "lin tE r GE:o:mo.ny 

v!l.ll ':lc fnc£<1 vritll a fnr.•il'l~ is 0:\:.rtLctt:riztd in authoritativE 

Or.nna.n circlEs ur. n foo11ah ..Lml com;1lE ~r.ly unfo>mciEd 

swculation, It in E:::>rcsBly a t.:tttd that OE1111a.t1,y as b t fort 

dispos:o ovE,.. E~t.raoru;J,c.t•ilJ' 1a rtit su..1vl iEs of ctrta.l 

grains "hliclt ~rE quitE a.s la.••tt :lll thE l>tginnin g of thE war, 

~lE su;.>~>litll of buttEr, t&:_ts U.:: mcnt- \1111 l>t concidEra.bly 

l ar3tr a t the btginniag of the tlintt r thnn -,:;.!' thl: c:1st 

la.ot year , Finally, an intErtatin~ liGht 13 cast upon thE 

Otnna.n suppl y situation by n ut.atCLtEnt from thE Ui nistry 

of Poods in l'lh1ch 1t i u naotrtt:d tha t thE llinistry i s 

no 1on:;tr concn"lli:tG itself 11ith the ::>rob1Em of thE f ood 

aup_,~1y fol• the :rEO.!' 19H, th:~ t io to say, up to thE t ime 

of t! £ 1 1)~.1 ~rvcs ~, but io n0\7 nor!:ing Ul>On thE suppl y 

HSATH 

• 

; 

Regraded Unclassified
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•• 

DEPARTMENT OF STATE 

WASHINGTON 

~ 22, 1~. 

45 

• 

!he looretU'T ot ltate pro .. ntl hie oOIIpl..laonte 

to the Honorable the leoretar:r ot tho !roao'QJ')' all4 

enoloooo oDe oop;r ot telogra no. 62 tl'Oa ~ .U..I'ioan 

Eaba .. :r at Bordoawt (Par1o), dated Juno 20, 1~, 

tranai tting a ••••ac• tor the 1ederal Jleoorn Bank 

ot Rev Yorlr.. 

1'1'011 Bol'(oawt (Par1o) , 
no. 62, .Juno eo, 194Q. 

• 
Regraded Unclassified
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• 

GRAY 

(PARIS) 
BORDEAUX 

DatEd JunE 201 lQtO 

REo 1d 5 :45 P•=•• 21st 

Scorttary of Stat£, 

RUSH. 

52, JunE 20, 3 p. mr 

FOR THE TREASURY PRO~ UAJ'l'li~WS . 

ThE Bank of FrancE has urgEntly rEqUEStEd =E to 

transmit thE following oodE mEssagE to you for thE 
\ 

FEdEral RtaErVE Bank of NEw Yor~. (ENp ORA~) 

(NOT DEPARTMENT CODE~ "XOPVI- CEGOZ ODUE 

ETDEK MOOMS OYJIH BUDYA CIMFUL OYJIB PRYNIC 

OYJIB CILLI:\1All JUYBE XUEKA OYJIH GYEOOUL~ • 

(GRAY) ThE mEssagE oanoEls authorizEd signaturEe 

of Ubdtr GovErnor ~oisangtr• Tho=as and Sarrazin Who 
• 0 ._ . • • •• • • ~ ... 

arE now in GErman hands at Cha ttl Guyon\ 

BIDDU: 

. JRL 

, 

46 
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ET 

AMERICA!I EMBASSY 

LONDON 

1335 , 

TEU:GRAII SENT 
• 

PilO:J THE TREASURY DEPAR'l\iENT. 

GRAY 

JunE 22, 1940 

4 p .m. 

REfErEr~E your 1773 , June 21, 7 p. m. 

l~ior ~~ rEc Eipt of ~bossy 's cablegram 1671 of 

June lS Tr Easury DEportment ha.d on June 14, after being 

advised on June l3 by Ftdtrnl Reserve Bonk ot Ne:u Yorlt 

47 • 

of complaints by Arutrican rubber importErs, token up with 

British Embassy through Pinstnt the question of fair 

trea-tment ror Amtrionns under the DEfense Finance Rtguln­

tions . PinsEnt nos asked to send a cablegram to London 

expressing tht Treasury's hope that in carrying out the 

provisions of thE Foreign Exchange Control Order which 

na~ to b ecome tfftctivE JunE 10 the British authorities 

would accord Ao£rican importers periods of gr ace similar to 

thos t permitted under tht Order \1hiCh was announced on 

March 8 , and also rrould allow continuance of privilege to 

importers of 58 products to cover in frEE sterl ing con­

tro.cts Ent ered into before March 9 which !lrt still running. 

on 

Regraded Unclassified



- 2 - 1~. JunE 22 , 4 p .m. to London. 

on June 19 PinsEnt rEPorttd that a mtaaagt from 

London had bttn rtoE1v£d of whioh ht providEd orallJ thE 

follooling po.raphrut : QUOl'E Point was ra1s£d bJ Unittd 

statts Elnbasa,. in London 17ho art understood to hav£ tcl.t­

gro.phtd to Ylo.sh1ngton on thE ~;;th , Our dtdr£ w1 th vh1oh 

w£ art confident Mr. Uorgcnthau will sympnth1zt is to put 

an md to EXporting on basis of frEE rate m th min1mum 

dtlay, W£ havE txprtas td a dtairt to mEEt Un1ttd Sto.tts 

wish£~ fully but have draun attention to importnnoE of 

above O.)I".Sidtration, END QUOTE Pinstnt bo.s also provided 

us with 1lot1cH to Exporters (No. 2) , 

ThE Trto.sury Dtpartmtnt is cognizant of thE reasons 

nh1oh ltd to th£ issuancE of th£ Foreign Exobang£ Control 

Order of June 8 and is sympo.thctio Tlith thE dEsirE of the 

British author1t1ts to tcrmino.tE as qu1okly as possible 

ocports finAnced with fret stErling, It approves , however , 

rEPrEs&nto.tions by tht Ambo.sso.dor 11ith the vi£"11 to obto.in-

1ng for Amtr1oo.n 1mporttrs the oons1dtrat1ons which thE 

Embassy has had reason to bEliEVE fro:n official dooummts 

• and official o.ssuranots would bt grantEd, 

EA:PL:EB 

• 

BULL 
(BF) 

Regraded Unclassified



TELEGR!J.i 8 EliT 

CK 

;.:,C!BASSY 

LOUDON 

1343, Tvr tn1'y-s ccond. 

Yot'.I' lG7l , June 15• 

PUIN 

June 22 , :).940 

Rnbbtr ':·rad; /issoc 1at1on of N£TT York has rrrittm 

49 

the D~partr.•,:n t rx•otcs!;ing o3tt1nst any retroac tive chances 

i n th~ rcgu:ctiono offcctino ust of frEE sterling t o 

settl E prt- Horch-9 contract:: for rubb er . They mmtJ.on 

conflicting rcrorta aa t o rrnat i s eoing on. Compr omise 

datE ouch ns sn:Jc~ot td i n your 1671 rrould apparEntly not 

~tEEt ·:;iltir rear~ lli ncE they l ost heavily on guilder 

contra c t s :ll'ttr dionppt arancc oi .">1:13t trdom exchange 

t:lor'..:tt . i!on t vtr , if 9ri tish ins ist on so-r.tE ttrninol 

cl:.t E ouch co Auguut 1 , it uould :HEm i mportant that th1o 

b £ promptly c onmrunicnttd to i nttrEotcd t r adE. Tht 

Dq>nr tnEnt is oolcing thE Tra d E ;.uooo iction nho.t rrould bt 

th£ t :i.'f' tctc of cxt cncl.on t o ,\uguDt l or s01n t l atEr dlltt 

nnd hopEs to ttl£131'"-"h l!ondBy on th1o. 

E;, : F'L : EB 

HULL 
( Hl> ) 

Regraded Unclassified



Storctary ot StatE 

11neh1ngton 

63, June 22, 6 p , m, 

GRAY 

Milan 

~0 

DatEd J\mt 22~940 

REO ' d 10:55 a . m. 

Today1 e markEt indoc 216, 60, Volume 40, 655, 

14t:lr.k~t eliglltly lover in poor trading . 

SCHNARE 

0 

Regraded Unclassified



BSII 

Stcrttary of StatE, 

w aehingt m • 

RUSH 

8:5, Junt 22 , noon. 

FOR ".Z..EASUMY. 

51 

L11bon 

DatEd JunE 22, 1940 

lJrg~ srant1ng of gtntral 110EnSE to OpEratE trou:n 

account 1n ChasE Bank of CrEdit Franoo- Portugais, Lisbon. 

Bank optratta only in Portugal. 

PEG 
,_ ..... 

'J ,._ 

PELL 

• 

Regraded Unclassified
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., ... n, lt40. 

'l'he ISeoretar;r of ISta~• preaeate h1a ooap11ante 

to \he Honorable tbe horetar;r of the 'l'reaeiUT, ud 

enolo•e• oae oop7 of parapbraee of telegraa •o. 28 

of JW1e 21 to Bordeau. 

11 

Regraded Unclassified
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.. 

PAIIAPD&8 or m.-.o an 
!01 AMI'iou Ooa .. l, Bordeau 

DA'BI Jue 21, 11~, " '7 p.a. 

10.1 28 

JOJl BIDDLI 

ll'l'!liO'l'LY OOinDDUAL JROX IIIIOJ\I'l'ARY XORGD'l'II.AU. 

loaaet hae been aalted b;r the Angl o-Prenoh ooord1DaUq 

ooaaittee to eeD4 to the United lltatee ~. Abel'deen 

ProYiq Oroude, llar;rlu4, one B-1 B1e ta.Dlt aD4 two 

epeo1al eperatore ~or 4eaonetraUq u. We eho1114 like 

to han ehipaent o~ th1e ta.Dlt npe41 ted b;r the Pl'enoh 

GoTel'Dilen 1; • 

!RILL 
(Brl 

Regraded Unclassified



TREASURY DEPARTMENT 

• 
S T R I C T L Y C ~N F I D E N T1 A L 

Tener4eT .... I t8lbl enr P••··11r wUllllr. t.1n•• .t tu :Depu1Mat 
of Siah \lla quaUoa .tar~ h ... .__,_. ........ •Uecr- .t ~ 15. • 
acr•e4 to an4 •• a oew .t • penu.at lnt• ,,_ \M lllllller !ra41ac 4 .. eo1aU• 
ohl.cll .,... enr ta tu -"-· A -w ~- h at\aobe4. \ecwt~ wU!l a ow 
or .tallaaM4M r-'MIIT'• ••· 1m *ioll arrtn4 a..lhun.,,. 

rue aoratas I 4a11nre4 h llr. t.1n•er tu aUaolaat 4nft .t a tr .. _, 
roplr aa4 U ... ecrM4 \lla\ \M Skh ~- Mn1t Ml8l a ..,.._._ replT 
u....nac \lla tpeoltio quniea peoel 'lllr \lt.e .Aa'aelllllln u \e pn~tac loMrt­
bhrnh. .... 121,30 \o4q llr. t.in•• ·- - the ., .... oew f4 111• _ • ..,.. 
natiae \bet lHI\ll tllh u4 \u !rea!IV7 oablecr- !lei "M• ••' • 

...J 
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AOYIK:R OH 

INftRHATIONAL II'COHOMIC AJfl'f'AIH 

June 21, 1940 

Mr. Cochran: 

55 

There is enclosed for your informa­
tion a copy ot the letter from the 
Rubber Trade AAsoci ation of New York, 
Inc., which)~. Livesey discussed v i th 
you thia noon. 

We do not intend to anever thie 
letter until a reply to London's lG?l 
o~ June 1~, 1940 is decided upon . 

' 

.._ ,.,,_ 
">o ... 

r 

Encldeure :C/1 -
Copy of letter. 

Regraded Unclassified



COPY 

RUBBER TRADE ASSOCIATION OF la:li YORJ:, INC. 
95 Broad Street, New York 

Dr. Herbert Feie, 
Adviser on International 
Economic Affaire, 
Department or State, 
Washington, D. C. 

!ey dear Dr. Fe is: 

June 19th, 1940 

56 

For your information and record we wish to advise 
you that the membere or this Association understand that 
the Foreign Exchange Committee or t he New York banks, 
l·lr. R. F. Loree, Chairman, has been asked by the Bank or 
England to cooperate in establishing an official rate or 
s terling exchange in New York. 

We have requested the Foreign Exchange Committee 
that in the event, during t he course or negotiations with 
the British Goverru:tent and/or the Bank or England, any 
proposed legislation or suggestions in respect to tree 
sterling which might be or a nature retroactive be made 
known to this Association, as under no circumstances do 
we reel that after complying with ~aet regulations should 
any change be made or a retroactive nature. 

It would appear that the negotiations this rar are 
ot a preliminary nature and quite naturally advicee 
received rrom various sources are rather conflicting. 
We are deeply concerned in respect to the situation 1n 
regard to tree sterling. 

No doubt you are familiar with the regulations which 
have been promulgated by the British Government during 
the past raw months. In substance, these regulations 
set forth the conditions under which tree sterling can 
be used ae pertaining to rubber contracts. We hold to 
the" opinion that there should be no change in the statue 
ot contracts for rubber on which tree sterling could be 
used at the time such contracts were entered into and on 
which there was no time limit set as to when free sterling 
must be purchased. 

Our members suffered a severe lose through the 
Amsterdam guilder eit~ation, which was explained to you 
in our letter or June 3rd, 1940, and they moat certainly 
wish to avoid the same experience with their sterling 
transactions. 

Very truly yours, 
!GD:F B. G. DAVY, Secretary 

Regraded Unclassified



DIPAHIMIHr CW STATE 

·-MelTON 
"•• 11, 1te. 

57 

'l'he Seeretal')' ot Suto pr .. eat• h11 oo11pll-h 

to We BollOJ'ablo the 8Hratal')' ot the 'l'raa•lll')', aa4 

-~~~Ma Olll oopT ot talaP'U lo . 1'1'13 ot JUliO 21 

It • 

Regraded Unclassified



JR 

StorEtc.ry of State , 

!'!nohingtou. 

:ross. 

1773, JunE 21 , 7 p~. 

London 

Dcttd Junt 21, 1940 

l'lto ' d 1:55 p .m. 

58 

FOR '~E SC:C,lET.~:tX OP 't'I:E T.~.\SUR:! FRO!! 'ffiE AI!B.\SS.WOi!. 

l:ot h::vin3 htaru from my 1 571 Junt 15, =d rEalizing 

that the : .. r.corus inc'.iccttc~ action on bthalf of Amtriccn 

i 'llporttro YlhO art rtqutstinB t:lc.t I m;k the British to 

GO a..llEad r.nd dEo.l •Ii th thEot c t:cts )tndin~ rEcEipt or 

your rt~ly. Inc1dtntnll y I onlJ dtc1dtd to bother you 

r.bout this btc::us t O:-lE of thE \~Er stcrttr.rits of thE 

llr1t1;Jb. '.l'l't; su.~f called into QUEStion 17htthtr I nos 

nccu:-~ttl7 l'tpt•t::;mting 7/o.shln~tont o policy l>y caking 

t~t llritish liv~ u~ to thtir norG . I Qi3ht say that I do 

not consi~Er that thE British TrEC~U1'7 io ~0103 us any 

fcvo1• in makin~ t:1t conccasio;t ! cmt you in my 1671 of 

~lEir initial ~ction o.a havina 
thE 

/ war or hElping thE o.llits . 

If tht :lritich Trtl'.oury llnd bun h alf c.o l'.ctivt ta.1<1ng 
o-;) • .• 1 b:. v ~s 

.c;:-.rc or t:.ttir or:n bn ttl t 1ntcrco t3 ta thty e re rtgulc ting 

·.nd scrttl'...t!i> ours they 11!rul.:!. n<>t be in onE half thE mess 

tht!' :-.r£ ::..n . 

Regraded Unclassified



59 

,_ ... IJIIO 

Pr. re b 

.... a. ...... 

Vlll :rn klii41T ..U a-~ alMc U•• tellevlac U.-oa 

a.te- ~liD'- 21 7 p .a . Prier te -lilt at.,..._,.,, 
• • lepaa ~71 t l '- 1~ hMIIW7 ,.,....._. .W n '- 1~. after 
llelllc ~l..t • ,_ lJ 'lllr ._..ral .... .,.. ._. at lew Tea at -
p~S.U '117 .._r'-a ""'-' ~I'Mn, \Uioa 'lllf wl~ lrtUa .... _, 
t lu't .... P~t u.o ~·U• et tur tre&t-t tor "-·"- _..,. u.o Det••• r~ JlectllaU... . ,..._. •• .,_. t o ....t a •'lecru to 
Loro4oa -.pnoot.ac U.O , ........., •• M,e tllat la •l'l'p'lac ea U.O }lftriel­
t t t iM FenS. -••P C..tnl Orier ,..,... •• to .__ otteoUn '-
18 \1M 11'1U• .U1Mr1Uoe w.U _ ... .._1"-a ~1'\eJ"o pol't.Ma ot 
paao elal~r h tloeoo poft1Uot .ur \IM OrUr *'* •• •• au& oa 
Maroll •· M & aloo -a allew eu\a.- at ,rhU ... \1 ~nan ot 
5 J , ...,. .. h \ a """ 111 hM o\orlt.ac eM\,.1\o •'-...,. la\e \otero 
Morell 9 w1• an o\Ul ....u.. 

o. ~- 19 J1a-\ nponot tlla\ • ...... t- J.Mita .w ._ 
JNOelft& et *loll 1M pl'..uM 1111~ \IM toll..._ ~~ 1Po1at 
w e ,.., ... '117 V.Uot 1\1\lt ..... _, 1a loeMa ... al'l -niiM \e loMe 
\ol~ h W.ehh&'• u iiM 15t h. 0... t alll'l w1~ *Uh w Aft -
f14.eat .... llel'tlhtiMo wlU ~·~•e lt \o ,- M ... t1 _,.... ..... • 
\allo II hM 11\e vt\h a ht u1ar . -. ,..,. _,,....- a U.ln \e 
- t UalW 1\a\eo wieloee ta117 \od loMe ua. a\teaUn ta Up&,..._ 
ot eMw eeaat, .,.u ... • ru-t •• al• ,....UM u wl~ ... tee to 
IXpenen ( Je. 1) . 

,... tr..evr Do,an-• 1o ...u-• •t •• ,__. *Uh 1M t o u.o 1••- ot tiM Jen'- -"-• 0..\1'11 o .... ,. ot 1- • ... 1• .,...._ 
t•uo wt\h tiM ueln et tiM Jl't.Uah auiMI't.UM \e \oi"'IIM\e .. 
t'&l•~ •• peeonll ........ t•= al wtih ,,... oill'lf.ac. lt .. ,.._, »••••· l'lpl'l-tat'- 117 u.o All\ao ... or wi~ tiM n- to oMaUt.ac 
,.,. "-1'1- u..n .... •• •ao1u .. u- ...... •• .. ,. • ., ,.. ._. 
,.__ \1 \all.eft ,_ lftlelal teo h ... ottlelal UUUIMII ..U 
'- paaW. 

• Regraded Unclassified



iul>'ber !ra4e .A.uoaiat1011 of llw Torlt baa wrU~m 

COAtlio~iac r.por~e &I ~0 wb&\ il COiac OAo Co~roodee 

date IUOh ae .ucceete4 1A 70ur 1671 would apparen~l7 Aot 

meet their feare einoe the7 loet bo&Til7 OA «Uilder 

ooatraote attar dieappur&AOe of .Yehrdaa exohaqe 

market, Bov&Tar, if llrHiell iuht on eoae hraiAal 

date IUOh ae J.uguat 1, it vould eeea i aportant that thie 

'be proJIP\17 co:aomicated to inter .. ted treda. !he 

Departaan~ 11 aeldng the frade .A.aeoaiat1011 WI&~ voul4 lie 

the efteoh of utenaioa ~o Angue~ 1 or .... la~er date 

u4 bopea to telecrapll 1101l4ai1 on tbil • 

. 
(S) !lULL 

60 

Regraded Unclassified



• 

a. ---- et .... o.rn.• ....... ,... "· 1,-.o. - ft.-1 

pollq etc*-_, w ,_ wUil \lao heel._,,. -r • of 

,_. 11J\Ia wl \Ia a roque\ \!Ia' ,_ I'Mil ul ..-ar w ~ a'-' U, 

ll 11ft Wo oU w nqalro a ••' la n .. of \lao fu' \bat \!Ia 

ln .. ..,_ laa\o laa' alabt ..,.__. \o \lao \as Mll. 

••••or, ltr. Ovrto l.Uoa\ww la \1M ftre' ,.. ... eb et bh 

-r R \lad M h worlrillc oa a .,. • ....,,. ••• ., .. .w-• 
ot \lao oouUoraUou wwrbc law .a.. 4ew-&aaU• et tl.-1 

pollq u4er avrw\ oolld.lUou. I 'Mll"* \lao\" eboa14 w.i' 

u.Ul ... p\ bh .... _,...._ \utoro oo-uac apoa ''- pol••• 

rwha4 la J.iu -r t of Jae ~ 
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P'P'!I!I 

,_ 18, 1940. 

I prefer not to o-t 11p00 paracNpba 1 to 7 illc1urlfto 
The .. are obllenatioaa ot an econom.at with wbich I aa pro~ 110t 
quall1'iecl to ditfa. 

!be eatiat. u.cl. in paragraph 8 I. 1e qu1 t. incorrect. !be 
proporti.Oil ot 1ndi"ficll1al illc- taea derlftd h.- thoee pen ... in 
the bn.olcet. below $3000 U ~ 2.~ in 1936 aD4 ).~in 1937 of the 
utioipat.d total eolleotiou. 'lbe et.~w in paragraph 8 B are 
correct a:cept that at the prM&nt tiM it u q111ta 111ce~ thet tbara 
11111 be no illc.-ae in the tobacco ta:aa. It ehoald be borDa in II1Jid 
that theee three c~ditiee 18Dd ~e1fta to bip acile taea cd 
tbrou&bout the world are taxed at a tar bigbar raw tbaD those in­
crau&d rata• pro"fidad for in the pend' ng Bill. 

Si 

8 c, 110 e~. 8 D. I bal1..,. the "1Dcre&Hd. a:1pa ot 
di&Mti8f&ot1CG CD the Bill" baft bMD l.&rgel7 --...red in the inc.-.. 
in acklit10118l. •••wx• added to tba Bill a1nca the data ot tb1a • ­
d-. 

In rae rllatiCG I, Mr. Currie avcaaata w do not praaa tor 
tu 1ec!alat1on within the rat couple of -a, cd 1t w do, w raatriot 
it to a:c18e tu• and 1- tba rut ot the ra"fi.nGD stU ear~ in tba 
next l&aeion. l.aauS.Da tbat tba aut aaan011 ot Coqraaa 11111 a18h to 
inaraue the present rat.a before ll&rcb 15, 1941, notlliDc in the praaent 
B11111111 paoent tbia troa baing daGe. lla&Diib1la, in add1t1CG to the 
aciM tazu w 11111 be oolleoti.n& add1t101181 ,.,,... .. h.- illcra&aad 
eataw t&De, gift taz• aD4 oapltal atock taz•· 

In rae 4at1- 3, 4 &lid 5, I c_..,. .,.,...t to tba .net 
that the "ra"fieiCG• of 111barit&Me taz &lid 1.J>oci.,. taz 1nd1o&W. - aa it 
doaa w'-~ 6061)- alae - tba word 0ra"fid011° - racllletiCG 
rather tbaa coa 1 ao\ioe. 
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THE -rn: HOU..: 

~••cn:M 

OOiriDII'l'UL 

MlllOIWfDUX roa 
m1 s!XJU'rARI or !HI !RI&IIU1lY 

!o ree4 aDd apeak to •• about. 

r. D. Jl. 

ICnoloeure 
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THE WHIT!!: HOUSI!: 

WASHINGTON 

lUDa 4, 1940. 

lii'JI)RAIIOOII J'OR 'DIE PRISi nl!ft: 

Ra: J'iaC>Ill. PollOI• 

I u wol'k1118 on a aora ccmp1'U8Daive nat-t or \he conaldere.tiou 

entering into the deteralnatlon or tiaoal po11oy under current oondltlona. 

Tbla will taka -• Uma to oomplata, and alnoo Ume l a ao abort I 11111 

taklng the chanca or praaentiog 801l8 oonolualone in adYaDQ8 or the general 

arg~aont and aupporUog data. 

1. A tundaental tact at \he -•nt 1s that Aaerioa poaaaaaea an 

overall great axoaas or unut11iza4 material ond huaan productive raaouroaa. 

2. Bence, the rlnanci og or national defense abould be directed at 

taking up tbia alack rather than toward the diveralon or reaourcae ~ 

the aak1ng or oonaumer goode to the aanutaoturiog or an1811enta. This latter 

courae la proper onl:r whan the eocnotlio aaabine ie already world.n& at capo 

aoity. 

3· Broadl;r epealdng, ino:raaaed lmlell8nt expend! turea proTide a nn 

lncree.ee in e.ployaent onlJ- whOID they are financed in 'lfti,Ye that a'*>rb 

saYing or otraet asrtog that would 110t otherwiae havo bean absorbed or 

offset. 

4. Ir tinanced tlu'oll&h ooll8Wq)tion ia.xea the:r aeral;r di nrt •plo:r­
msnt, not o:raate 1'· 

S· Hence, trom a etrlctl;r eoonoaic point or view, the appropriate 

metbod or tlnanciog det enae expenditures a t tbia time would be b:r bc...-­
inga or b:r taxation or potential eeTioge. 

6. I have not at hand eat lmatea ot actunl additional detenae expendi­

tures tor the next tiacel ;rear. Aa thiogs are shaping up, however, U 

""uld DOt be unreuonable to expect that sc.ewhat onr belt will be borrowed 

and the .....under raised b:r taxation. The port raised b:r t axation i a enl ­

llo.ted, on the baaie or recent nudiee or con8\&er in0001ea and purollaaea, 

to tall two-thirds on ocn81.18pt1on and on&-th1r4 on possible aaTioga. Hence, 

1r the addit ional expendi tures amount to , aay, t 1.2 billion, onl;r two-tbirda 

or thie uoount will act to create aaplo:fllllllt. KoraoTar, since the axciM 

ten a so into effect lul;r 181 aDd the addi Uonal axpeodi turea will no' 
incraeee greatl;r iaaediatal;r, lt ie poaaible t hat a aajor pert or the addi­

tional expenditures will be otraat 1n t he next tw aonths b:r decreued oon­

Btapt1on. 

7· rite oouoluaicn tollon, cn eoo...-!c grounda, thd it would be 

better to ponpone increa.aaa in oonmaptioo taxaa untU the ·~ b aore 

nearl:r prortdl.n& tull •p1o:f11811t. 
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.. , n-1 J01ltir• 

a. o. J011Uo.l a:c «•, • •• 1 tMl l - ,., ... , -. 

p~ J11"41W QPeU'II ftlMn'lll.e - --.1 -UI 

1•1 Oar tu ..._ ta ~ llaaytq npnatft .-l \be P"­

poaa4 o11a11p ..u. tt _.. eo. o.a anillau u ... , - .-.­

llalt ot • tlall J&U"• Jia11 w11l be datftd ,_ .._ ........ lla1a. 

t3,000 u1 aa- l!!tltw ps;o..U• w11l be eo datftd '--. ftl'ft 

ttao.l ,aarta oolleftt...,.. 

(bl tJae ... - • tollll-,....,..., .., .. u., .u u-Uolee or 
wide CIOUWIP'1oa, ue 1Aonue1 16-2/3 ~'• 20 ~'• u1 ,a _... 
_,, Nllpeftt 'f'a1;r. 

I c) !here la ~~~~~ lJI tile pzopoeed 1ectaleU• to PN"D' a 

-cop ot a1111-.lrN. Ia tile ftl'ft q-•r ot tllU :rear \be 

prottu ot 44S 1er11e OOIQUllN, -lJil;r 111 tbo ,.,..bl• aoota ttald, 

1Jionue1 62 ~· onr tbo ftl'ft tworMI' ot laft :rear, al\lloaP 

$lie procllaOUOD 1JI4a ... 01117 al- .P01A'a ~. 

(d) there ue 1Aareu1.11& a1pe ot 11-uaraou.., oa $11o BUl. 

Re 1•ttoaa. 

1. Do aot PNIIB tor kx 1octaleU.., wt~ \be Mrt ocvpl• ot ...u. 

2.. It U la dM11e1 to F ahood wttb tho poii41Jig 1oalaleUoa, -

ttAo u to tA-- 1A tile GillN k%N wttll tho 11M \bat lletoro Muell, 

1941, 111- kx ~u be- duo, a -.ro oal•Utto..., 1 : >met.,. 

Job w1ll be dGao lJI l'llU1.q ,.., .. , pJ._,,.. 1ap looJ)olM ..., tuUtnt,.. 

a11 a- pratt'• tax. ' 

3· Ia11aoo t1oa W878 a1 -.a .-l t1aaoo Olllllll'W.. Jo1atl7 to llealJI 

a otud;( ot tA-, ox- pratt'• 11114 iaMirltaaoo tax l'fttal•, w &PPl7 

lo laoc.H b tall• oal=f•r ~· 

4- U 1a aRiaaW the' penAolp Ja'alt a -- prottta tall: p&Ojtao.l, 

wttll ta!rl7 ..,.,....., ,....,., -u Jia11 ·~ ldlll• • tllia :rear'• 
prottu. 'l'llo !'rouu7 alp' wall wzt: • 11114 ~ t111a pxa;aool w 

\he JlOJaM4 jo!a\ .-~.-.. 

s. u -u be ~ 4Ndftbl• to llr1liC 1a111 ~ 1a .. atnaorr 
oopaot\7 • ._ t1aa tlu-at tax- tA-. ooi8Sl7 Ill;; en a1ao to be • 

•• Dealer, 1t ~ a pitT- to - Jata. Ilia toata ue at • ?t wzt:& 

ot Nf- u4 M 1a ~ lliT \be Mg·at OOI'JOI'&tlau 1a tiM -tJT• 

, ,_., •• Gllrrle 

• 
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1'REASURY DEPARTMENT 67 

INTI:RoOFFlCI: COMMUNICA'T10N 

DATa J'IUie 22, 19110 

TO Secrotar.r Korcent~ 

CONF'IDENTIAL ,...,.. Mr. CochraA 

• 'fb.e open .a.rltot rata for oterllDc Jumped 110re thu 131 t~ • ..uJ.7 du 
t o the lev York~· atto11ph to oxacuto, ln a thin .ubt, ~ ordero 
rece1Ted tr0111 Japa &llll other :rar :&aoton banlto. hoe an openlDc of 3.6o, 
oterllna ad?&DCed to a hlCb of 3·74-1{4. It oloood at 3·73-1/2. 

Saleo of apo' •••rlilc b7 tho olx ropor t lnc bank• totaled ' 137,000 !roa 
the f ollovicg oo-t 

ll.Y eo-rcial It unu, ....................................... ' 
1!7 foreign l...a (-.uope and :rar But) ....................... · ~,i:~~ 

total ..... ... . 

Purchaooo of ~ etorltnc -.oant ed to .aos,ooo. as lDdicated bolov: 

By CoQilercial -•rna ....................................... ·' 61,000 
By foreign banlto (far laot and Europe) ......... . .............. ~~~~ 

!l'otal ... ..... . 

!l'hore ver a no reported oaloo of oterling to tho llritioh Control on tho 
baalo of tho official r ate of 4,02-1/2. 

!l'ho QQareAt7 'l'ruat OollpODT otated that it had purchaoed •5.000 froa t ho 
l!rlthh Control at the official rate of 4.03-1/2. the tu.Dda to be u .. d to pq 
for vhioq ohlpaento. 

ConU~ ito icpro ... oont, the Svlaa freDC IIOftd to a nev current h1Cb 
of .2267 th1o 110n!ng. It oubooqiiAintl7 reacted to clo•• at . 226o, olleM17 
lover then 71•t•rda7 ' • final rate. 

!l'ho Canodlan dollar again had a t i m tone toda7. 'fb.e eloaing dloco\Uit 

""" 18-3/1¥1>. ao coaparod vlth 19-1/tif. 700terda7• 

!l'ho other currencioo cloood aa tollovo1 

Lin. 
~ichnarlr:: 
Cuii&D pooo 
Kex1can peoo 

Yo plll'Chaaod $5Q,000,000 in COld from the ~ad &CCOWit of tho llanlr:: 

or :£nclan4. 

• .. 
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!be re4elll1H:n •• 1a1t ~ l'w ron: npol'h4 \liM \118 1u1t ~ c..M, 
ouaw, eblppeil't6,102,000 1a cou ti'Ga Ce"" for lh - __ ,to \lie 
holerel, for eel• to \!I.e u .•. .u..,. Offloe ...... ron:. 

!be Steh Depan-\ forwrUol \o u oUlM a\aUe& \llet U.. foUowlec 
ohl~h of cou wal4 be ..Ua • 

$1,261,000 froa 'he'•"', all.lppeol 'bJ l!larpa ftllll Yllklu, Loeoloa, \o \118 lak 
ot Olllu, l'ew r ol'll:. 

· 181,000 froe Boec J:oec, all.lppe4 'bJ \be I'&Uollft1 OU7 leak, llllq J:oec, to 
the .barlOPD 'l'rut OOIIpPIQ', au J'reaol-. 

107,000 troe "'I' end , ahl ppeol 'bJ \be Vaatllia ater llaalt, I.oll4oll, to \be 

Ob&aa l'atlOIIPl. llaalt, 1'811 ron:. 
!)6,000 froa 'Dic'•n4, eblppeol 'bJ l!larpa ftllll wtlkha, I.oo4oa, \o tile Cbeaa 

l'aUoiiP1 leak, 1'811 r oz1t. 
16,000 froe "'c"nA, eblppeol 'bJ \be Waalalllahr Jenlt, I.oaoloe , io the lhrl .. 

---- Jenlt OorporaUo11 , l'ew r ol'll:. 

$1,621,000 'l'otal 

n. ebl~h -lac froa •c]end will be aol4 t o U.. U. 1 • .Uaq otfloe at 

low ron:, an4 tile ou fro. •e& J:oec will be aou to \be V..Ue4 Stataa IUat 

111 s.,. 7ranohoo. 

l'o col4 or a llYOr qaotatlona vera raoalYiol troa Boab&J t o4ft7. 

C'ONFIDENTIA t 
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RDS PLAIN 69 

I':ELLINOTQN VIA TUTOlLA 
& R, ll, 

Da~td JunE 22, 1940 

REc 'd July :n, 1940 
9:30 p . m. 

SEcrEtary ,r Stat£, 

7iash1ngton. 

JunE 22nd, 1940. 

REgula tiona isSUEd by thE Gover.antnt on JunE 18th 

undEr tht Emtrgency REgulations Act ~f lS39 gavE to tht 

GovEmmcnt widt powtrs to draft and control thE Dominion's 

man-powtr and production facilities a s a nEcEssary war 

mEasurE. ThESE rEgulations providE t or compulsory national 

strvic E for all persons sixteEn ytars of agE or ovEr, 

whE t!:.~r to.· military or Economic purposEs, and givE thE 

GovEr-~oEnt powtr to control all productivE plant and matEr­

ials used in both primary and secondary industriEs, to 

acquirE usE and disposE of p~1vatt propErty of all kinds , 

and to suspcnd or modify contracts or rEgulations is madt 

a good dEfEnot to actions for Br1t1ah of contract. 

Financ ial regulations givE the OovtrnmEnt power to 

raisE a forced loan for war purposte . All rts1dtnts of 

New Ztaland must offtr to stl l to the r EservE bank ell gc•.._",.,."'­

co1n, bull i on and fortign currtnoy o~nEd by thtm. ForEign 

accuritits owntd by MEw Ztaland residEnts must bE rtgistt rEd 

n1th the Oovtrnmtnt and may bE purohastd by thE rutrvt bank. 

All 

• 

... 
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-a.. .Junr 22, 11140, tl'OID Wllllastoa na 'lut'lllla a. B.R. 

All 4nl1nga in torrSSn olll'rrnoy or arour1t1u arr unlawt\11 

rxorpt with thr bank'• oaa.rnt. Intrrrat ratra on bank 

loans •:r not br 1norun4 ovrr tboa r IJI'Eftiltng OD .Junr 

1&, 1940 rxctpt w1 th tbt oona Ent of thr llln1e tEr ot F1nanor, 

Issues of capital stook and public otfrra of sEcuritiEs 

muet bE appro~d by thr Mlnisttr. 

National f1ncnot accounts for thr fiscal :rrar rndtd 

March 31, 1940 showrd o surplus of ~oundo Nrw ZEaland thrrt 

hundrEd and n1nrtun thousand, Tot31 rrvtnurs wtrt pounds 

Ntw ZEaland thirt:rsrvtn million oint hundrtd and stvrntyfoiU' 

thousand, and rxptnditurts, pounds Nrw Ztaland thirtysrvrn 

million six hundrEd ~nd fiftyfiv£ thousand. In th£ 1938-39 

!'1acal yrar rrvtnurs •.•rrr pounds Nrw Zuland thirt;rsix 

million f1vt hundrEd and Eishtytwo thousand tllld txptnd1turu 

poun~3 Nrw Zral~nd thirtyfivt million stvrn hundrEd and 

atvE~tythrtE thousand, ThEsE figures covEr only tb£ con­

solidatEd fund ~ do not includr rrvrnuEs and zxpEnditurrs 

in sEparatE funds for war purposEs, social sEcurity, pub-• 
lie works and otlv:r piU'poars . 'E:xptndi turrs for nnr 

purposEs nEr t pounds Ntw Zraland arvrn million onE hundrtd 

and six thousand, for aoo1al stcur-ity poun<1a Nrn ZEaland 

tm million Eight hundrrd :111d forty thrrr thousand, anS 

for public t·orlw pounds Nt>. Ztaland n1nr million two hundrrd 

and thirty right thousand. Rrvrnura for war purposEs and 

social arcurity r.1r1 ratard ~inly by taxation, for public 

• 
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-~- J\.11'~ ?.2. 1940, rrom \1 £111ngton v1o Tutulla & N, R. 

norks mainly by loons, ThE GovErnmEnt rEcEntly announcEd 

that no rEductions in social sEcurity bEnEfits would b£ 

mad£ as a rEsult of thE war , but that non - ESSEntial oublio 

works would b£ EliminatEd. BE tWEEn SEptEmbEr 1 , 1939 and 

May 25, l'll::l public works EmployEES wErE rEducEd 1'rom ninE­

tEEn thou~and Eight hundrEd and ninE to riftEtn thousand 

six bund.rEd and EigbtyonE . 

ThE ExcEss or Export ror thE f1~s t four months or 1940 

was pounds NEw ZEaland riftEtn m1111o~ &EVEnhundrEd thou­

sand, comparEd with pounds liEw ZEaland sEvEn JLl.llion thr£E 

hundrEd and fortyEight thousand in thE sam£ pEriod or 1930, 

ThE Export ExcEss in thE twElvE months ltay 1, 1939 to 

April 30, 1940 was pounds Nnr Zulan:l. sixtEEn million ninE 

hundrEd and s EvEntyfour thousand, comparEd with pounds NEw 

ZEaland rour milliOn fivE hundrEd and tw£ntytwo thousand 

in 1938- 39 and pounds liEw ZEaland two million ninE hundrEd 

and sEvEntysix thousand in 1937-38. Imports in thE 1939-40 

t~ElvE month pEriod totallEd pounds NEw ZEaland rorty six 

million on£ hundrEd and 1'11'tyEig ht thousand, and rxports 

pounds NEu ZEaland aixtythrEE million onE hundrEd and 

thirtytwo thousand, comparEd with sixtythrEE million onE 

hundrEd and thirtytt!O thousand, c ompo..rEd with imports 

valuEd at pounds II£Vt ZEaland 1'1ttythrEE million sEvEn hun­

drEd and thirtyonE thousand, pounds NEw ZEaland fiftyEight 

million t\•o bundrtd and fiftythrEE thousand in thE samE 

pEriod 

• 

Regraded Unclassified



• 

72 

-4- JunE 22, l94~fr011 WclU~toD .... 'l\atu1la & R.R. 

ptriod ot 19:58- 39. Bdwu:n lla:r l , 1939 and Apr1l 30, 1940, 

thE ovEr•~• nEt aeatte ot Rrw Zraland banke ioorEaaEd 

from approximatEly pounda Rrw ZEaland ninE million to pounds 

Nn1 ZEaland twtntyfour million dx hundrEd and uvrn thouaa& 

AD indi.Q t'I.OII that 1braE anEta havE accumulatEd t'UrtbEr 

sincE tbt la~tlr datE ia an incrEasE of approximatEly pounds 

NEw Zta:!vtn hundrtd thousand in thE stErling tunde 

of thE rc bank b EtWE En April 30th and Junt 7th, on 
• 

which date bank's total etErling Exohang£ stood at 

pounds NEw Zraland fourtun m1lllon f ivE hundrtd and fortyei: 

thousand . 

Applications for lioEns£a to import goods in EX0£81 

of quotas or to import goods which art not subjtot to dt­

fini~E quota limitations, arE bting adminiattrtd with in­

crEa~ing strictnua, particularly as rEgards abi~tnte 

from non-stErling countriu . .To obtain 11\lch l1ctnsta for 

non- sttrling ordErs, importrra must show that (a) sh!pmEnta 

as ESSEntial to tht importtr ' e busintee and (b) that eimi­

lar goods llrt not availablE from a Brit1eh stErling country. 

DEspitE ahortagts in many importEd lints, including 

luxury goode, oanntd foodaturta , iron and atrrl, paper and 

hardwarE, rttdl pricu havt not ristn EXOtseivEly s inor 

StptEmbEr 1939. Except tor a considtrablt dr clinE in pri­

vatE building conatruoti on, and actor vEhiclE salu, most 

inttrnal bueinua indrxu rrtlrot lu:althJ trndtncy. Sake 

• tu 
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-5- June 22, 1940, from \7tll1ngton via 1\ltuile & 'II.R. 

tax !'tbcipt.s 1'or lb£ first four months of 1940 djcrEascd 

~7 elEvtn point onE per cent from figures in the a~E period 

of 1939, but M~y collEctions in thrEE largc urban cEnters 

wert reportcd to be higher tluln in May, 1939, Tht volut 

o1' bulld1il.3 permits issuEd in tht first tour months o1' 1940 

dtclintd ty f11't£tn point nine per cent from thE first fOUr 

months of 1939 . New pnssengtr oar regi strations in the 

first fivE months of 1~0 totallEd 1'.lur thousand and ntw 

trucks scvcn hundred and f1ftyEigbt, rEpresEnting decreasEs 

of slxtya1x point s ix pEr utnt and fiftyEigbt point stvEn 

pEr cEnt rtsptctivcly from r£g1D tration figurts in thE first 

f ivE months o1' 1939. 

The MinistEr of Supply tstimnttu in mid- JunE that 

durin¢ tht stvEn months in rthioh gosolint consumption 

rtst\·cottonD h-tVt bEEn in foroc since thE outbrcck of wnr 

1n Stptcmbtr, 1939, morE than twElvt mi llion 11:ptr1al 

gallons of gasoline va luE ct approx1~nttlj ont ~illion 

thrtt hundrtd and aixtyEight thousand doll~rs in dollar 

ExohcngE ~d btcn savtd from normol consumption rtquirtmcnts. 

l!or~l a nnual consumption is npproxillltltEly ont hundrtd and 

thrtE million i mperial g~llons . Howtvtr, tht ~inisttr 

stottd that mort drastic rati oning would soon bt ncccsaory 

unlus usErs volunt=1ly rutriotEd consut>ption still 

furthEr . Total passtngEr ocr rcgistro.tions on l!Ay 31, 1940 

wErt only thrtt point two pcr ocnt ltos than on M~y 31, 1939, 

trucks, 
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- 6- JunE 22, 1940, ~:Ellington via Tutu1la & 11 . 11. 

truolca, naught point two prr oEnt lEss . 

A drivE tor 1ncrund produotic!l of primar:r produor 

has ll£m institutEd by thE OovErnmrnt to makt availablE 

largtr quantities ror.Export to thr Unitrd Kingdom. Among 

production aims tor tb.t 1940-H txport uaaon arE: buttEr, 

mutton and lamb to bE ktpt at 1939-40 production ltvEla , 

chEESe prexl.uct1on to bt incrEasEd from fiftnn thousand to 

twmt:y thousand long tons prr :yEar, bacon to bE inorEaacd 

by tEn thousand long tons pEr yEar, and a largEr output 

of bu.t, Eggs , pasture and olovrr sttds and fo!'agE crops 

of all kinds . ThE GovrrnmEn t 1e to o on eidEr thE poas1bil1 t:y 

of Establishing a linstrd oil Extracting plant and tht manu­

facturE of stoekfttd. At tb.r rrquEst or tht UnitEd Kingdom 

GovernmEnt plans havE bEEn ~dE to sEt asidE f1ft£En thou­

sand ~orca tor ijlE planting or l intn tlax, to producE right 

thousand long tons of fiber . FivE hundred tons or sEEd 

havE bEm ordErEd tor sowing in SEptEmbEr, 1940. 

Butter gradings for Export during til£ first ttn months 

of tht 19~9-40 sEason endEd Ma~ ~1 , 1940, totalEd onE hundrtr~ 
and thirty thousand t1vt hundred and twcnt:ronc long tone 

and chEEsE gradings, nincty onE thousand thrEE bundfcd and 

fittyfivE long tons. Th£sE totals rcprumtcd incrcasu 

or Eight point one pEr cent and tb.1rttcn point scvtn pEr 

ctnt rtsp£ct1vEl:y ovtr gradtngs in tht same ptr1od or 1938-3G 

Mtat Pl'odUC tion in tb.r current anson baa grtatl:y 

incrraaEd. Killings tor export ot all types during ~' E 

tED 
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- 7- JunE 22, 1940, Welli ngton via Tutu1 l a , & N. R. 

tEn months period July 1 , 19~9 to May ~1 . 1940 , totalled 

cl£vtn million scvm hua1r t d and t•tcntys1x thousand Eight 

hundred and tortytour freight oar cases, on increase of 

sixteen per cent over car cases handled for export in thE 

same pcric•l of 19~8-39 . Lambs killed totalled approximatEly 

ten million and onE thousand (on incrEasE of sEvtn hundrEd 

and tortysix thousand), mutton caroos Es , thrEE million one 

hundred and sixteen thousand (incrcn~E of fivE hundrEd 

and stvEntyfour thousand) , and bEEf qunrttrs , fi vE hundred 

and tEn thousond (incrcno£ of onE hundred and stvEntyninE 

thousand) . Pi g kil l ingo totalEd four hundred and nineteEn 

thousand, a decreasE of one hundred and 1'1 fttcn thous:md , 

but produc t1 on by wEight was appr oxima t£ly thE o:.me as in 

thE prEvioua sr:1son due to e n incrc·sc in the proportion 

of r!~s rcio£~ for b:.con to thosE r aisEd for pork. 

UnfavorablE weather in May for whec t sowing is expEcted 

to reduce grEatly thE estim~tcs previously madE for a bumpEr 

harvEst in 1941. ThE GovErnment hns publicly oppEc lcd for 

farmers to incrc:.sc wheat producti on i~£diat£ly in ordEr 

that imports may be cut to the lowest poooiblE level. A 

pota to crop surplus w~s parti:>lly reliEved by the lifting 

of the Aus trali:m Embargo on New Zeahnd potatoes to permit 

shipping fivE thousand long tons during the year 1940 . 

PI NKERTON 

EMil 
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SEcrEtary of StatE, 

Washington, 

2039 , JunE 23 , noon. 

Berlin 

DatEd JunE 25, 1940 

Rto 1d 1:40 P• m • 

POR TREASURY PRa.l HEATH AND P<R DEPARTI-!El!T 1S 

INFORiiATION. 
"You wtrE good tnough to band to mE 1n tht beginning 

of l4ay tht tmor of Mr . lllorgtnthau1 s o.rgummt relating 

t~tht gpl~ probl£1ll, 1 immtc11atEly devoted mystlf to 

tfi~ studT~f this material and I havE dont so again now 

after my return as thE question which rolt gold is to 

p~y in a futurE currency stttlontnt bEcomEs morE and 

miX'i: aotu4 I quitE apprEoiat£ thE fact that this 
(.•l .. ,.-q~tion ls ont of tht greatest tmportanc £ £specially 

t o your country, I pErsonally Qlll of thE opinion that 

tht rolE of gold in thE monetary respEct nttd not by any 

mtans havt bEEn played out providEd all parti Es concErnEd 

can arrivE at a rEasonablE solution of thE gold problEm. 

"I am very thankful to you for having again givEn mE 

t hE opportunity tq acquaint myself mort thoroughlY with 

tht official viewpoint of tht UnitEd StatES of America 

in this matter and prEsumE that within a mEasurablE timE 

wE shall havE to d£11bcro.tt on this complEX· Qolll:ct 

qutations in duE form . " 
PEG HEATH 
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2:4? P••• 

RS FRENCH SHlPS IN AJ(EIUCAN POR'l'S 

Proeent: 

H.M.Jr: 

l'!b1te: 

Bell: 

Pole;y: 

Bell: 

• 

Mr. role;y 
Mr. Bell 
Mr. White 
Mr. Oaeton 
Mr. Thompeon 
Mr. Viner 
Mra. nou 

• 

Thie 11 what the Prea1dent eaid 1n hie 
telephone oonvereat1on with ••· Be ea1d 
thAt he and Cordell Bull bet ore the;y eigned 
th1e Ar111.1et1oe eent word to t he P'renoh 
Government that the;y would not reoogni~e 
the oed1ng ot en;y terri tor;y 1n th1e He~~ie­
phere. Nov , atter all , he eaid 1n the 
oaee ot Denaarlt we didn 1 t reoognir.e an;y 
aote ot the Denieh Government because we 
eay 1t 11 done under dureee. Theretore, 
vbJ ehould we recognize that it they get 
order• - eh1pe fi;ring the Prenoh tlag 1n 
theee porta, 1t they ebou.ld get orders to 
ea1l, why ehould we reoogniu that any 
110re than we would order• troll Denaarlt, 
eo whAt I ea1d wae that we take the action 
and then find a legal reason t or hAving 
done 1t &ttervard. He ea1d thAt would 
be tine. 

The eame reasoning could appl;y to balances 
or gold. 

Ve d1ecueeed t hAt a little th1e morning at 
a 11e1t1ng and Bernstein ie etu4y1ng 1t to 
eee whAt be oan vorlt out nov. 

On the eh1pe' 

On the llh1pe. 'l'he onl;y control we have 11 
througn evidence ot ownereh1p, the abipe 
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Bell: 

H,M,Jr: 

Outon: 

H.K.Jr: 

H.N.Jr: 

Bell: 

H. K,Jr: 

'l'ho~~~peon: 

H.X,Jr: 

• 

- 2 -

belODC1J18 w Choee oountl'1ea oYer wb1oh " 
haYe oontrol. 

I wu •&71118 that we tallte4 about th1a th1a 
-am1ng, llr. leontaJ')'. We an now 11tu4T1J18 
1 t ud Ber11ate1D 1• DOW worltlq OD 1t. We 
haYe ooDti'Ol onr tbe ..tdenoe of ownenhip 
of ~•e ah1pa tbrou&tl thh tradl DC of the 
ene117 aot. Ber~~ete1n tholl&ht wa algllt get 
eo•• ooDti'Ol of theee eh1pe through tha 
~~&etere 1 doouaente or paper• or eoaeth1118· 

Yell, JOU fellow• haYe got to mo••· The 
Pree1dent of the United 8tatee oalled up. 
Be wante ue to hold all rrenoh eh1pe 1D 
the porte end then t1n4 a reuon tor it 
afterward. 

Ye can hold them, that 11 l1111ple . 

I haYe .. nt tor Hol'lllall 'l'hollll)eon. I aa going 
to draw up a pieoe of paper that Cueto•• 
goee un4er rou now. I oan 1 t be toolill8 
a1'0WI4 with Bal11 Harr1e wbo 18 hare three 
dar• a weelt. I u eiolt and tired of 1t. 

(Kr, Thompeon entered the oonferenoe.) 

Horau, draw up a p1eoe of paper tor • 
and I ~ elgn 1t. You oan leaYe 1 t 
UD4ate4. Effeot1n Jul7 let, Cuetou goee · 
under llr. Gaaton. We haYe got to han 
eoaebod7 wbo 1e around here. I juet oan 1t 
be e1tt1Dg here doing theee th1Dge. You 
are v1ll1ng to talte 1 t, aren 1 t rout 

Oh ree. 

He 1e 4o1ng a lot of 1t alrea4r. 

It 1e perfeotlr ae1n1ne. D14 Bae11 tell 
JOU he WU 801118 aV&Tt 

Yea, he ea1d h8 -• going w Jew Yo$ U14 
he had u appo1Dtaent w1th hie dent1et . thie 
.om1ns. 

Vall, I would like to haYe an IIPJlOlntaent 
vlth 117-4ant1et. I haYeD't had one for 
three aonthe. I oan 1 t eYeD get 117 ha1r out • 
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Gaaton: 

H. M.Jr! 

Viner: 

K. li.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H. M.Jr: 

Bell: 

White: 

Bell: 

H. M.Jr: 

- 3-

I t1111 not going to fool around w1 th him. 
If people aren't willing to take thie thing 
100~ eeriouelJ, I won't fool around with 
them. 

Well, Herbert, rou - I sent f or Johnson and 
I am going to pin it on JOU that no ahip 
nrtng t he rrenoh f lag eaile fro• anr port 
until we oan find a legal. reaeon to lteep 
them here. 

We have been 

That 1s what the President wante, and then 1t 
ie up to you fellows to - the Prseident Just 
phoned me. 

Well, Bernetein vent to worlt th1e morning 
on vbat will be neceeear7 to do that, so we 
mar haYe something ready. 

I told the President we would do 1t and then 
tind the reaeon tor it. He said ewell. In 
the meantime, that would go tor fUnds, too. 

Well , we are not releasing sn7 fUnds except 
to paf American oontraotore. 

But rou don 1 t let snr go out of the countrrt 

HaYen't ret. 

Don' t let it, please. 

All right, we'll watoh it oarefUllJ. 

There hae been eome talk, and I take it we 
are going to explain it fUrther, of posa1bl7 
tring up the GoYernment tunds and using as 
an excuse that it 1e against the war debt. 

There wae an announcement ot it at the White 
Rouee thie morning that the Preeident had 
reoe1Yed hundrede ot suggestions to uee these 
tunde aga1nst the VAl' debt and he eaid the 
Department ot State and the \lhite Rouse are 
etu4r1ng the queet1on. 

Well now, ehoul4 I at mr 3 o 1oloolt prese 
oonterenoe sar that we are not going to 

so 
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role:r: 

Viner: 

H.l-I. Jr: 

Gaeton: 

H. M.Jr: 

Gee ton: 

H. M.Jr: 

Geeton: 

H. M.Jr: 

Gaston: 

H.M. Jr: 

Gaston: 

Bell: 

H. M.Jr: 

Thompson: 

H.M.Jr: 

Gaeton: 

H.M.Jr: 

Gaeton: 

let IIDJ French eh1p go or wait unt11 w 
ban got the lepl reuont 

!lure. 

Let the Vh1te Rouse make the ennouno .. ent. 

llow, He rbert - -

You baYe told Johnson to hold the eb1p•' 

I told Johnson to oo•e oYer here. It ie 
up to :rou. I am aelting :rou to bandl.e it. 
He ie on h1s wa:r oYer here • 

.All right. 

And, Herbert, I baYe ea1d th1a publ .Lol:r and 
priYatel:r, pleaee get all the help :rou need, 
will :rout 

Oh :rea. 

Will :rout 

Yea. 

I ••an that :rou oan ban an7bod7 t hAt :rou 
want. 

Mr. HarrU was planning io f!J:) ebortl:r IID1W&J. 

I thought 1t wa• June let. 

I w1ll aalt ha po1nt blanlt. 

Johneon told me a weelt ago that Ba·rTia ha4 
told h1a 1n Y1ew ot tha preaent e1tuat1on 
he wouldn 1t th1nlt ot wallt1Dg out~ 

'llalat do :rou oall what bl 1a doing now' 

Do :rou want .. io go down aJI4 talk to Johnaont 

Vould :rout AD4 d1d ;you hear what I aa14 
about help and :roureeltt D1d 1t ~eg1atert 

fbat 11 the I'ONeon I lle4e that abt-t, 
ant1o1paUng that Mr. Harr11 wae tJ01DC io 
f!J:) ehal'U7 ·I •• pl.aADiAS to uee "' oouple 
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1JI tibati orpn1r.aUoa that llr. Jlarr1a baa 
1J1 tilleN DOW &0 tbat -14 cSIIP&D4 OD 1ibat 
ba ~· go1ag to do , but I oaa t ake oare of 
tbati . 

All r1gbt t hea, we will ooaUnue with 
oottee. I wiah Jou voul4 ata7, Jake. 

82 
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J\Dle 24, 1940 

FROM: ~ffi. GASTON'S OFFICE 

TO: 
The SecretA%')' 

--·-·--·----------

After leavtnt your off ice around 3 p.m. 

I ~lately called ~ C~er 11el4 

of Bureau of ffavic.tion, who baa to iosue 

ordera wi th rerp4et to clearance; He aaid he 

would set out tele'Tam to col lectore at once 

and ooon afterward phoned t he following draft, 

which we approved in aubat nnce : 

•To ill Collector• of Cuatomo : upon appl ica­
tion for clearance made by any vessel under 
Fre"ch regi stry or ! l ac i nform Department of 
Co=erce l.m!:lediate}y by telepho"e or t elel!raph 
&-nd withold clearaace pending definite 
inoti'QeUone.• 

Re al6o notified rewTork by phone. 

83 
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TREASURY DEPARTMENT 

WASHIHQTON 

J'wle 24, 1940. 

L!EMORANDtll4 :POR THE SECRETARY: 

Re: Special stamps. or Receipts, ror Derense Taxes. 

You have asked me to rormulate a system or special stamps, 

returns, or receipts, to be used by, or given to, taxpayere, 
covering the additional taxes prescribed by Title II or the 

Revenue Act or 1940 , rererred to as "Derense Taxes, " the 

object being to bring home to taxpayers the ract that a speoiried 

portion or t heir taxes i s being contributed directly to National 

Derense. 

The annual additional collections rrom the so-called 
Defense Taxes have been est1meted by t he Department at 

$672,300,000, as rollows: 

1. 

2. 
3. 
4. 
5· 
6. 
7. 

s. 
9. 

10. 
ll. 
12. 

Income, capital stock, estate and girt 
taxes . . . ...•••................. . ... •. 

Distilled spirits taxes •••• • ••••. • • • • •• 
Beer tax . ........................ . .. . . . 
Wi.ne taxes • ••••••.••••••••• • ••••• • •• • • • 
Occupational taxes, liquor dealers ••••• 
Cigarette tax . . . ...... . .... . ... . ......• 
W.scellaneous stamp taxes (including 

playing cards, $400,000) ••••••••••••• 
Gasoline tax • . ...... .. ............ . .. .• 
Taxes on automobiles and accessories • •• 
Other manuracturers• excise taxes •••••• 
Admission taxes • ••••.. • ••.•..•••.....• • 
Other miscellaneous taxee • • • ...•• •• . ••• 

$302, 400,000 
76,000,000 
46,300,000 
1 ,600,000 
1 ,000,000 

34, 500,000 

6, 700,000 
ll2, 000, 000 
18, 500,000 
10,900,000 
60,000,000 
2,400 ,000 

!672, 300,000 

Obviously no single method could be found which could be 

uniformly applied to all the above clasairications, to accomplish 

t he object wnich you have described. An:r methods selected to 

accomplish this object must, moreover, be administratively 

practicable. They .uat occasion no substantial inconvenience 

or hardship to the taxpaying publio , and auat impose no coat 

upon the Bureau or Internal Revenue which can not be .. t within 

the limite or the appropriations available r or collecting the 

reYenue. 

Having these limitations in aind, I subait the following 
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susgeatione tor steps wbich aipt be taken to acccmplbh 701U' 
purpose, in the case ot each ot the classes ot Deteuae Taxes 
aboTe enumerated. 

1 . --Income, Capital Stock, Estate and Gift Taxes , tJ02,400,000. 

These taxes are paid on the basia ot returns tiled by the 
taxpayers . In~ Juds-ent, your point can be met ·eatistactorily 
tor these classes ot taxes by providing a special line on the 
tax return on which will bs ahown aeparately the 81D0unt ot the 
additional tax due tor Defense purposes under the ReTenue Act 
ot 1940. 

SUpplameuting this arrangement, it would be possible, U 
deaired, tor the quarterly noticea aent to peraona P'ying their 
inccme taxes in inst~ents, to contain a statement to the 
ettect that the taxea due and payable include the 10 per cent 
additional tax assessed tor Detenae purpoaea under the ReTBD\IAI 
Act ot 1940. 

2. - - Distilled Spirits Taxes, t76,ooo.ooo. 
These taxes are paid by st&n~Ps attixed to the bulk pack­

ages (barrels) at the time the spirita are Withdrawn trom the 
distillery or warehouse tor bottling. Since the wbole ot the 
distilled-spirits tax is paid by a tew hundred diatillera and 
warehousemen, there would apparently be no point in chang:'ng 
the preaent procedure tor tax payment by prortding a separate 
stamp to coYer the additional Deteuse Tax. 

The present rSTenue laws require that all distilled spirita 
moving into the hands ot retailers t or aale IIIUat be in bottles, 
and they require, IIIOrBOTer, that each bottle ot di.stllled 
spirits must carry a stamp as a symbol ot tax payment. This 
is the familiar red or green •strip atqp." 

To accomplish the obJect which you have in aind, it would 
be practicable to substi;,te new deaigns tor the "strip stamps• 
DOW' in uae , so that they could carry an appropriate legend ahow­
iug that all internal reTenue taxes had b"n paid , and aention­
iug separately the additional Detenae Tax collected under the 
Revenue Act ot 1940. It desired, the basic tax rate and the 
additional rate tor Defense purposes could ba separately shown 
on the st~~~q~. 

3.--BMr !u. 14§. 300 1000. 

'!'lur tax on beer sold at bare by the glass 1a paid by RGIIP 
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a~~ixed by the brewer to the bulk container (barrel). Since 
t he bulk container is rarely, i~ ever, seen by the patrons, 
t here would scarcely be any point in requiring the brewer to 
~fix a separate and additional stamp ~or the Defense Tax, 
and it is not believed that this should be done. 

The tax on bottled beer is paid by stamp by the 111411U­
taeturing brewer on the basis of meter readings at the brewery, 
The stamps are taken up and canceled by revenue officers , and 
no stamp is required to be a~tixed t o the bottle. The label 
affixed to the bott le by the brewer, however , is required to 
carry a statement to the et~ect that the internal revenue taxes 
have been paid , and it ~uld be a simple matter to amend exist­
ing regulations so as to require a specific reference in the 
label to the additional tax imposed tor Defense purposes by 
the Revenue Act ot 1940. 

4.--Wine Taxes, tl ,6oo,ooo. 

Wine taxes, like beer taxes , are collected by s tamps at­
~ixed to the bul.k package (barrel) , and no stamp is required 
t o be affixed t o the bottle which reaches the consumer. The 
r egulations, however, require the label on each bottle ot wine 
to contain a statement t o the e~tect that the internal revenue 
taxes have been paid . It would be practicable to requ1re wine­
makers and bottlers ot wine to include 1n their bottle labels 
a specific re~erence to the Defense tax, should this be desired. 

5.--occuoational Taxes, Liquor Dealers , Q! ,OOO,OOO. 

Persons pay1ng occupational taxes as wholesale or retail 
dealers in distilled spirits , wines, or fermented malt liquors, 
are given receipts tor such taxes in the form o~ stamps , and 
these are required to be prom1nently displayed at their re­
spective places of business . It ~uld be practicable to amend 
the ~orm or r eceipt now used tor this purpose so as to mention 
expressly the additional tax collected tor Defense purposes 
under the Revenue Act of 1940. 

6,--Cisarette Tax, $)4, 500,000. 

As is well known, the eisarette tax is paid by the 111411U­

facturer, who is required to at~ix a stamp to each retail pack­
age . 

It would not be feasible to require a separate and addi­
tional stamp to be a~~ixed t o the retail package to cover the 
addi tional cigarette tax tor De~ense purposes under the Revenue 
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Act ot 1940. To do so would involve all manufacturers 
necessity of securins expensive new equipment , and the 
tion of large financial burdens upon the manufacturers 
this purpose could not, in rrr Judgment , be Justified. 

87 

in the 
iJ!Ipoai­
tor 

'l'he same object can, howevv, be aet b;r changing the 
design or the present cigarette tax lta.p, without changing its 
size, so that the stamp will conta.in specific r eference to the 
additional tax tor Defense purposes. It desired, the new stamp 
can be designed in such a way as to show the base rate and the 
additional Defense rate, separatel;r. 

includin Cards, 

Pla~-card stamps. --It will be necessary in any case to 
redesign~ piajing-ca:rd stamp, since the stamp now in use is 
in the denomination or 10 cents. 'l'he new rate is ll cents per 
pack. In redesigning this stamp, it \1ould be feasible to 
tollow the principle above suggested, that is, to make specific 
reference to the additional tax tor Defense purposes under the 
Revenue Act ot 1940, and, it desired, to show the base rate 
and the Defense tax separately. It would not , in rrr judgment , 
be advisable to incur the additional costs which would be in­
volved, tor both the Government and the manufacturers, in pro­
viding a separate additional stamp tor the additional Defense 
tax. 

oapi 
bonds, deeds ot conveyance, 
collected by revenue stamps 

Special additional stamps to coYer the increased rates tor 
Defense purposes under Title II or the Revenue Act of 1940 
would not be practicable. Documentary stamps are sold in 
various denominations , and in the case ot an:r taxable trans­
action the taxpa;rer is required to attix to the appropriate 
document, stamps having an aggregate value equal to the amount 
ot tax due. It would be quite illlpo .. ible to educate the tax­
pa;ring public to the proper use or supplamentar;r additional 
stamps to cover the increase in rates tor Defense purposes 
under the ReYenue Act of 1940. 

Aa in the case ot the items above discuaaed ,- howeYer, it 
would be entirel:r teasible to redesign the documentar;r stamps 
in such a wa:r that they would expressly mention the additional 
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taxes tor Def ense purp~ses lUI4U' ... aeYeuue Act ot 1940., 
and it is beli.,ed that such a rel4tl«n would satisfactorily 
accompli sh the object Which you have in mind so tar as 
dooumentary-stemp t axes are concerned. 

These are excise taxes paid by the manufacturers on 
lubricating oils , gasoli ne, electric energy, tires and tubes , 
toilet preparation.s , automobile trucks , passenger automobiles 
and motorcycles, parts and accessories tor automobiles, radio 
sets, mechanical refrigerators , firearms , shells, pistols, 
and revolver s . 

These taxes are paid on the baBis or returns tUed monthly 
by the manufacturers, numerically a relatively small class . It 
will be practicable to revise the existing returns so as to 
show separately the additional taxes due t or Defense purposes 
under Title II of the Revenue Act of 1940. 

11. --Admission Taxes , $60 ,000 ,000. 

These taxes, like the manufacturers • excise taxes above 
ref erred to , are paid on t he basis ot returns tiled by the 
proprietors of the theaters, cabarets , ball parks , race track.s, 
etc . , involved. As in the case or the manufacturers • excise 
tax returns referred to, it would be t easible to amend the 
form or r eturn so as to require the additional amount due tor 
Defense purposes under title II of the Revenue Act or 1940 to 
be separately stated on the return. 

It is considered doubtful whether the Department would 
have the authority to require those liable tor t he collection 
ot amusement taxes to modify the torm ot admission ticket now 
i n use so as to show separately the additional tax under Title 
II or the Revenue Act ot 1940. 

12 . --0ther Wiscellaneous Taxes . t2 . 4QO,OOO. 

These include taxes on club dues and initi ation tees, 
a&te deposi t boxes , and the transportation of oil by pipe 
line. It will be f easi ble to amend the toxm ot return used 
i n the collection of t hese taxes so as to show separately 
the additional Defense taxes collected under Title II of the 
Revenue Act or 1940. 
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Jll.o. tor the SeoretU"7--6. as 

It should be understood that it will be iapossible 1D 
any oase to make adainistrative ohanges suoh as have beea 
described above to be uniformly etteotive on the dates when 
tho new tax rates beoame etteotive. '!'his is espeoially true 
of changes in the design ot s t amps oovering ohanges in tax 
rates etteotivs JUly 1 next . 'l'he redesign ot the st811ps 
above ment ioned , and the manutaoture ot the required new 
stocks, would require a DUlllber of months' time on the part 
of the Bureau of Engraving and Pri nting, but sinoe the in­
creased tax r ates are efteotive under the Revenue Aot of 1940 
tor a period of five years, it is not believed that this nec­
essary delay in the ohange ot st811p designs would mitigate 
in any important way against the program whioh you haTe 1D 
mind. 

GRAVES. 
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Secretal')' Morpntball. 

Mr. 7o1e;r 

Dece!:lbor 12, 1939. 

In accordance vlth 70ur r equeat , I ha ... pz'epared a -orandua out­

lining tho acope of the Treaaur:r'• author1t;r to aulat 1n tho JD'OSl'U 

for natloll&l dotanae b;y exerc1a1~~& povera conferred upon it b;r t he 

internal ro ... nue lava . Tile d1acu111on fallo under three hcadi~~&al 

(1) c1oa111& acroementa, (2) obaoloaconco al1ovaneoa, and (3) raeedioa 

ot ~ora. 

I 

C1oa1nc Woemnnte 

Cloi1Jl6 agroomonta voro first o.uthorhod in 1921. IloYonuo Act nt 

1921, llJl2, Roatrietlvo JD'OViaiona 1n tho lav, howovor, pz'ovnntod OIJ¥ 

oxtonaivo uao , ovon t ho\lllh 1n 1924 tho orl.4:inal 111litat1ono voro mod1-

t1od. l!ovonuc Act of 1924, §1006; Rovouuo Act of 1926, l1006(b) . 

· SO 

In 19·28 both tho c....,ittoo on ~ and MO<llll in tho Ilouao of Ilopz'o­

aonto.tivoa and tho Co=-ittoo o~ rtnnnco 1n tho Soncto criticlsod tho 

cont1nunl reoponi.ns of tax cnsoo, b7 tho sovornaont as voll na b7 t~ 

~..ro . Both eoJO:>ittooa 1'\ICbO&tod t.bat incronaod uoo of cloaing ogroo­

IIOnta would opera to to dimi nish tho ml11lber of rooponod tax eaaca. 

In on otfcrt t o aol'Yc tho problom of reopened tax cnaoa, Coogroaa 

r ..,ovcd tho toehniccJ. roatr1ct1olll which bDd IIIAdo tho usc of cloaine 

acro0100nta incffoctu:>J.. RovOIIUO Act of 1928, t606. Hovovor, 11nco 
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Co~ou ba4 Ubomllsod tho FO'rilion rolaUDC to cloalnc c.cr-t• 

pr1aeril7 to oottlo t i.Wl)' illcomo to.zoo tor ,rlor J'O(U'e , tbo law por­

mittod tho oxocutlon of ouch eo'OOIIOIIto 0111)' ln roepoct ot a Fo'riOUl)' 

oxlatliiC tox llabUit7. 

It WM not until lnat yenr thot tho wthorUy t o oxecuto cloelnc 

ncroeconb ""-" axtoo4od to cover tuturo tax llcbilUy, l!ovonuo -'ct ot 

1938, §SOl, 

In dologatlll(t thia wthorlty to tho frc>oaur7, CoDgreoa roeOl:llllod 

tbot tho power would hnYo t o bo oxorchod with oonlicl.ornblo r oatrl\lnt 

to nvold dlaerlninntlon =•"« ~ora. 

'lho Ways an4 Moons 0oCD1ttoo ot tbo Houeo ot Roprooontntlvoa 111 

coldl!f; 1 te roport dcelnrod thnt • alnco closln,:; cuooco:>ta ot thio type 

will conotituto n now aothod ot aottll"f: controYcraioa, lt la contoa­

plntod thnt tho Collltllaalonor [of Intornru. Revenue) ltlll oxoroho hla 

dlocrotlonnry power onl7 vhoro ouch oxorclao la 111 tho 111toroat ot n 

wlao ndminlatrntion of tho revenue oyotom.• Houoo Roport lo. 1s6o, 

75th Cone •• 3d Sooa. , P• 67. 

It h clelll', thorotorc, thot Conarosa i .ntondod cloaliiC cqooconta 

to be uood aolol)' tor tho parpoao ot Mour1J16 to.xpo;rnro oono cort<Unt7 

. . 
in ontorlJll; into bualnoaa tronanctlona b;r aottllDG ln tldvnnoo fo.ctunl 

an4 loaol qneatlona likol)' t o bo of n ,constontl7 roourr~ ~turc an4 iD­

volYod ln the trQIUiactlon 111 quoatlon. 

With t hio objoct in a1n4, tho Trc>oaur7 04n bo of naaiatonco to t~ 

po;rora vbo 1ntcm4 to oubnlt bldo tor the Foductlon of ltaao neocl.ocl. tor 
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the DAt1oDAl defeue 117 exeout1DC c1oalJ1C IlCH-t• t o uoure ouch b1cl4ero 

the aetbod ot charC"in« -wt the coot ot perfonoiJic the contn.ct -

pond1tureo for Jicr-, dies, toola and opeelal machl.Der7 d"icned, conat~tad 

and o\litab1e onl.7 for tho porfo1"114Dee of a pe.rticulu Job. 

On the other b&Dd, it, t or """'"!'le , a proopeciln b1cl4er propooM to 

erect a 'b\1.1141ft4 bavin« n probablp period of uaotulneoo ot 50 7a&rl, tho 

pooatb1llt7 that nt tho oDd of the axiot111C •orceDC7 tho b\lildiiiC MT be 

uaolooo to tho ~ and •ieht ba po.......,nt17 diocnrdad fr- hio buai­

nooo vould not furnish tho Commiooionor a outti c i ont bnois on vhich to 

ontor into ,. cloaliiC 861'00110Dt nt t hio tine, finD& t ho rata of oboo1oaconce 

on the 'b\1.1141DC at 50 por coni= por amna. SUCh " c1ool"« ~nt vould 

be prodicatad upon tva conJoc turoo: (a) that tho -arcoiiC7 period vU1 

lDit for 2 7QUI, and (b) that tho 'b\lildiiiC vill conotituto ourpluo e&Jli'Cii7 

heviiiC onl.7 anlVDCO. vnluo. • either ouraioe can 'bo aod.o vith D117 ronaonnb1o 

dogroo of certaint7. 

II 

Oboo1ooconco JllOVDBCoo 

Under tho Vinoo.r'h-amloll .Act tho method of aocortaWns tho DIIOUIIt of/ 

oxeooo profit to 'bo poid into tho 'lr0Diur7 11 d ot orainod 117 tho locrot<>rJ 

of t ho 'lre."\WJ'7 in aqe-A vith tho Secrot&r-7 of the~. Public 

l!o . 135, 73d ColiC•• f3 , 48 Ste>t . 505· UDder tho 1111t1olllll dotenoe act 

of 1939 tho prorloiou of tho Vinoolr'lr-oll .Act nre ao4o opplicab1o 

vith roopect to cont r.och tor aircr aft for tho Aza7 1D tho onao .........r 

Regraded Unclassified



- • • 

tl't>t ouch proviol.cma t\1'11 a pplicable tc 

!lnvy. Public !tot 18, t4t,. CIPDC• , §14, 

contracto f or circteft for tho .. 
I .R.B. 1939-20, 13. 

Pur~~Ua:>t to thoae acta, tho 'rrocaury hno iuuod oxcoee profi to 

roauU>tions for llt\97 eontTacta t or •oaaalo ml4 1\ircrcft, yttb t ho coacur­

ronco of t!>o Soerott\n' cf U.. l!nq. 'f.D. 49()6, 4 l'.R. 2492. 'lbo !rouur)' 

bt\o Qlao isauad oil:lilor rogulntions 1'CIJ Arc:! eont rt\Cb for atrcre.ft, vith • 
the con~xrroneo ot t ho Socrotary of ~. ~.D.49Q9 , 4 l',R. 2733· 

Thoeo ro~ntiona proYldo thnt thoro 017 bo cbt\rcod na ·pert of tho 

cost of portornine n vozticulnr contrr~t. or auboontroct , under tho 

Vinaon-Tr""""ll J.ct indiroct fnctorJ oxpcmooo inc1Uil.ing 1doproci<>t1on nn4 

obao1oaco~o ot apoc1nl oquipnent ~ tnci1itieo nocoesnrily tlequirod tor 

tho portorccnce of tho contract or subcontrnct.• T.D. 49()6, 117.9; T.D. 

~11th t h o concur ronco of tho Socrottley of tho lln-ey, 1 t vaa ruled i n 

1935 tbot tho dotorcinntion of n proper t\llowcnco t or obsolescence of 

93 

ruch apocinl oquipaont auat o:ml.t the toru1Mtion of the contrt\Ot or •~ 

eontr11ct for which 1rUCb apooit\1 cquipaent vr.a required ina.aaucb aa 1 t 

could not bo r c..".aoMbll' aacertt\incd W>til then vbotbor the apocl.nl cquip­

nont would be uaotul in portoruinG other controcta. I.T.2861 , C.B. XIV-1 , 

530. 

In order to oaouro contractors tbot thoir profits dcriTod fran auch 

contr"cta or aul>controch would not bo diotort od, it 111!8 ruled in Juno of 

thlo 7rx>r tbot if, •n t!lo colip1otion cf ruch " con \met or aul>controct, 

t ho Conn1ea1ont\r of Int~ Rovoaue dotcrn1l:loo thot spociol tnc1litioo 
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roqu1ro4 and uao4 1olol7 ln t ho porfon:IIIIICo of tho cont rnct or .u.beonti'CIOt 

oro no lont::or boillo:; uao4 i n COiliiOCUon vi th e:J::f othor oporoUo111 110r hAYO 

ozq t\D'Ulor proa:>ectlYo woo , thon °thcir 011Ur o c::4 ro:~.~~on::>hlo celt , 1011 

ac.l.YaCO 't'Dluc, will be (!OnOrallT occcptK. <'A pori ct rJbD coat ct porforD-

111,:; tho rnrti~ contract or 1ubcontrnct, • but lt tho Coo;,iaslolllll' ot 

I nternal Rovouuo detoroinol thnt tho opociol fnci1itiol 1n ~ation voro 

not uao4 aolol)" to porforo tho pnrticulnr contr act or oubcontrootr thon 

0 o.ll0111UlCo for oxhAwlt ion, \/ON' cmd toar, 0114 o'blolo1conco abnll bo DCido 

in c.ccor&>nco vl.th n rooaonnbl.7 conaiatent plnn, on n bade vhi ch will rc.­

turn t o U,o contr<lCtinc pr.rt;r fto ronaonnblo co1t ot IUCh tnci~Uoa at 

tho end of their oxpoc to4 oco:noaic toro ot woot'uloou , o.nd • • • !Ito pori 

ot tho coat , if Oll;"o roocUniDC nttor doductinc .-J.Ch o.l10¥nncoa 0114 tho 

1o.lvaco 't'Dluo or such fnoilitioo vill bo conorn11)" Mcopto4 na 11 pc.r~ ot 

tho coat of porforninc tho :>N"t iculnr contrnct or 1wcontrnct. • I.!. J289, 

I.B.B. 1939-24, 1). 

lhldor the Intorncl llOYonuo eoeo 1 t ia provided thot 1n coD;IIltina not 

inc..,. thoro ahould be o.llovod na n dod..ctlon •a r ooaonnblo nllOVCDCo tor 

tho llxhAwlticn, w011r 0114 tonr on proport 7 wood 1n the trade or buaino11 , 

inoludinc c rOlllloncblo o.llcttonco for obaoloeconco. • I .R.C. f2J . 

I n nccorcU>nco vith t hi l prov1a1on, tho 1ncono t11x r(\.,"Ulntiona a t 11to 

th:lt lt n ~ ahova tllllt ~ico.l i>"'l"'rt:T 1a 0boine ctf octod Jr.• 

oco:1ooic co~tlona th:lt will rowlt 1n i ta boinc: 1\bnndoDOd " ' e fUturo 

dnto prior to tho 11:14 of ita nornnl uaotul llto, ao tb:!.t d<lproc!GtiOD dc.­

ductioDI nlo~ oro insutficiont to r eturn tho coat or otbor bc.aia 11t tho 
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cod of ita oconon1c t om of uao!ulnooa , e rooao=blo rulOVD.DCo ! or 

obaoloaoonco, 1n r.ddition t o doprocinticn , tr;t be rulowod i n cccord­

nnco uith tho !GCta • •• • Roco. 101, art. 23(1)-6. 

It will be notoe thct tho provision in tho incouo tcx lav rxd 

i~ the ineono tn.~ rocrulntions pornittinc e deduction for obaoloaoonco 

in co:1p11tinc ~he incooo true ia 1~ conorel term ond n1>;>11os alib to 

ell t""!"'~ra , Soc Gonbrinua :Browory ~· ... .AJ>doraon, ( 1931) 282 11. s, 

638, 644. 
!hero 1a nothin,:: t o indic:>to thct Con&rou int~od the., , ! or incooo 

tnx :>Ul'J'OBOa, tho t..~blo inconoa of privnto oo.nufecturora of arDMCnt 

ahould be dotomi nod nccordinc; to t>:J:f di!!oront rules fron tho rules 

applicnblo to tho t..~blo inconoa of ell o t her privnto nanufecturcra . 

Likou iao , thoro is nothi nc to indi cnto t~~t Concrosa intended thnt , for 

Vinoon-~ranooll Act purposes , obaoloaeonoo ahould be dotorninod under 

ruloa different free those vhieh pr ovn1l with roBJ.>oct to tho incoao tcx, 

All tr.~ors, ond ell contrnctir~ portioa subJect to t ho Vinaon­

'l'rnr:loll .let, ahcro elik.o tho ;>rirlloco of doductinc " rooso!><'.!>lo rulou­

=co f or obaoloaconco. i:ho naount of thia ellovnnco is tho lUll vhicll 

ohould llo act naido for cecil Uc:nble yo~>r , i n order tbo.t nt t!:.o end of 

95 

t ho UIOful lifo of tho fccilitiOO in quoatio:> , tho OV?'oento IUD act / 

naido vill (uith tho ouc sot nsido t or doproeintion plus selVQCO vnluo) 

bo autticiont to ;u-ovido en ~oount O'I\ICil to tho orieinnl cost , 

Obaolosconco i s c quostion of feet in onoh cnoo. It ~ oriao 1\8 

t ho result of lc.vs re,::uJ..•.t ine or !orbidcUnc tho ;>r.rtieul~r uso of t ho 

... 
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propor\7 u wp u tron ablultlu 111 tho Dl't, U.o ~of W.l-• 

contor1 , 1011 of tra4e, lnndoqonolo1 or other OAUioe . !greet y, N1epara 

!!ll!, Brawin,:; ~ .. (l9Jl) 282 '0'. I. 648, 651!. 

I n tho oaoe cl tod, tho ':lrowlna coopall7 ho4 cl.A1ne4 deductlono for 

obeoloeconco in tho J'&(U'I 1918 =4 1919 bocauao tho U:Unonco of =tlolllll 

prohil>itlon vould roq:.dro it to coc.1e to u .. ito brOWOJ'1 for DAkiDt> boor. 

!l'ho SUproco Court took Judicial notlcn of tho fnct thct tho Slcllt C>C>nth 

.&nel\dllont ho4 boon ratified b;r tvolvo otate>e in tho tiret dx oonthl of 

1918, b7 throo coro batoro tho on4 of 1918, end thot in Januar;r, 1919, 

(batoro tho tt-.x roturo for 1918 W!l.l <be) tvont ;r-cn:.o n.dd.itlo:>nl. 1teto1 . 

rnt1t1od nn4 prohibition vna o1tnbllehod to tako otfoct ono :rcnr lat er. 

On tho baoio of thtloo facto, the Suproce Court held thet tho :n-ov111(l 

cottpan:r wo.a ,!uatiflod ln tho oar~ pBl't at 1918 ln conc1udillb thnt ito . 

propert;y vould bocnao uanleu for tho purpoeo for vhlch it _. ncquirod, 

Appl;riJIC thie 11100 prlnclpl o, tho Suproco Court bold thDt n -.11 

arn1 aammttton DllttUfMturer who ho4 conlti"IICted a ;>lmlt 1o1e17 t o .,.._.. 

facture war ntllllll1l tlon ,.,. ontl tlod to tront tho Ynluo of IIU.Ch plant r~ 

oa1n1nc o.ftor tho Arui1t1oo "" enl-rnco 1:-~ co:::putlncr tho coJl!X>D7!1 h:coce 

tex llnbillt;r tor tho ;ve<>r 1918. 01\ltod Stnto1 Cartridge ~· v. United 

Stnto1, (1932) 284 '0'. S. 511. 

!rho CO:>ernl require::»nt tht;t louol bo doductod ~ the 7WJZ thDt 
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the;r nro IIUIItalned tollovl fron t ho nood for o. prMtlo.nl toat 1n cott;111Ung 

lncooo. the o~ roaaon nn cm:o;>tlon 11 m4e in tho """" ot 1oce 1ouo1, 

IIUCh &o ob1oloeconoo , 11 booaueo 1\ICh 1011 11 not onl7 reoaonnbl;y corta!A 
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• 
i n tact but io aocer~blo in aaount bo!oro t bo loaa ia Abaolutotr 

Ronco, the rl.\;ht t o ~.n obaolooconoo deduction cuet r oat upon ~ 

1 tont1cll rot.aona f or bol1ov1-e thC'.t tho property in q\lll&t1on ~11 bocooo 

obaoloto prior to t~o ond of ita ordinary ueotul lifo , ~ it ouat be 

kn~1n or ouecopti blo of boi~ knovn to o rooeonoblc docroo of cer tAint y 

97 

vhon t ht\t ovont will l1.kol7 occur. ThAt t ho vo.luo of propert y or ito 

oorni-e :-or lr.a doclinod docs not of itoolt turniah t ho ba.aia for A 

f.oducticn. ~ 111\Uono.l. .!'!!:!:: E!_ ltoz.!!.!! v. Coocinionm;, (1932) 26 :a. 'l'.A. 

370. 

H folloua tbo.t , in tho co.ao of port:~D.'Ulnt buildiftOI a:ld stt>ndD.rd 

MChinory, tho t eet toot it is i opoooi blo on t ho bMis of ovn.f.lc.blo 

ovidonco ~o c00).1U.to M7 ;;renter t hen tho nortlt\l lltlount of doprocktion 

And obaolooconco forbids tho OAOCUtion of clcaina oarocnO!lto dotorninina 

in odvonco nn oxtrcordin<u-:' o'!>soloaconco o.llowonco for auch pornonont 

buildl nao and a tnndc.rd nochlncry, 'l'o do ot horviao would be to purport 

to cront :>rlvnt o m :nxfi\Cturora of oroo.cont coro thN: thoy ere entitled 

II I 

• t~o i ncooo tnx 1~ i s bdood upon A procedure of self- nsacaacont , ond 

tho Vinson-trooooll Act provi dea thot tho oaoooanont, collection, and ro­

tund :~rovioiona n;>:plicn'!>l o t:ith roapoct to t ho inoooo tex ahnll bo applied 

to Vinaon-'l'ror.c'loll Act co.aoa. GcnoroJ.ly apooki ac , n tror::x>;ror DDkoa out 

hia roturn, coaputoo the t= on tho not i nco:JO ahown i n t.)lc return v!Uc.h 
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be thon tiloo, a.! JlDolfl tho to.x indicated on tho roturn. 

It tho CoUoctor of Intornol llo'remlO for tho diotrict 1n li!Uch 

tho return io f iled, or tho Cocniooionor of Intornal Rovonuo, !indo 

nttor rcv1ov1,_. or au41ti~ tho tt.l:pcyor 1o roturn tho.t tho to::t:po:ror 

ovoo n !;l'ootor tox t hzln thnt which ho 1n4icc.tod 1n tho return, t ho 

Oolloctor or tho Oocniaaionor , 111 tho caao DO¥ bo , odv1aou tho to~ 

pn;ror of thio 4otarci."'ttt1on a."ld of hia into:1t1on to incronoo tho tox, 

Tho tnxp..~or 1e then c;ivon "" opportun1t¥ to vrotoot tho propoood 
. 

nuoaanont ot nn additionnl t= t'.nd to ohow tho.t ho hno not undo:r-

naoonod h1naolf. If tho corroet ncount ot 11ob111t7 1o not ocrood 

U}>on, tho Coct~iuionor WIUOll7 procoods to aond tho t""P<Vor n notico 

ot dnticienc7 which ooto torth hio dot orcino.tion ot n doticienc)' in 

tho tox, 11114 tho t~or r:Jl!'J' within 90 dn)'o potition tho :Board ot 'i'ruc 

pa,y tho tox en4 file n rotll:ld cl.nic, I.R. O. 1§271-<!77. 

Tho procoduro by which tho ~or tJD.:1 obtnin n rotund in awh 

cnao 18, on tho vholo , tho aane 111 it he hod ori;;1nall7 ovorMaoaaod 

en4 ovorpnid hio to.x nnd oco!<s t o recover tho OIJOunt of ovoJ:PIQ'DOn~. 

Tho tnxpo;ror t\1\)' clnic n credit or rotund .rithin throo )'DtU'& !roc tho 

tico tho roturn vas filod or ltithl.n tlfC> yonro !roc tho t ico tho tnx 

VOl pnid, I .R.C. §322(n)(b). 

If tho Co~aaionor ohould r oJoct tho tnxpo;ror 1 o clnic for r efund, 

tho ~r ~ briQC nn notion in tho courto to r ocovor tho toxoo 

alloaod t o hnvo boon orroneoWil,- oolloctod within two )'onra artor tho 
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cocoiooionor oODdo a notico ot r ojoction. t.a.o. ffJ712-J77~. tr, 

however , tho taxpoTor baa olootod to f1lo a pot1t1on with tho ~ 

ot !o.x J.woolo, ae a rule, t ho cou.rte vould havo no Jurhdiction OYor 

an action for t ho recovorJ of an ovorpaj'tlOnt fo~. the tru<nblo '18M: which 

i o pondi nc botoro the Board. I . R.Oa f322(c), 

It baa not been i ntended to dtocuaa i n dotnil i n thia ooaorcn4un 

o.l.l tho appl1c11blo at..tutee OD4 I:Rlltltu41noua 4och1one rellltiD(; to 

t he detora1Diltion, 11ooeaaaent and collection of i ncoao taxoo, and tho 

aot hodo for aocu.rin;; tho return of ov~h. It Ina bec:1 doecod 

ouftlolent oer oly t o 1ndlcnto thot OllPlo recedioa are o;>en to n ~er, 

or a contrnctln;; party llllbjoct to t:le Vi.naoZ>-'1'r&llll011 Act, who DtJ:¥ tool 

h1rutolf .ll&ll"1ovod by n dotorninnt ion of tho Cottt~1u1onor of tntarllo.l. 

Rovonuo. 

Nor do thoeo recodioa oobrnco only otatutor1 and leGQl procoodinco. 

In nn effort to roduco ropoUUowo otopo nn4 l one dol~ in the oottle­

oont of tl1x liability, t~e Tronaur~ ina~-urntod on More~ 1, 19}8, n 

definit e FOCI'=> looldnc: to the docontr..l1111tiOD ot tho oppellllto :=­

coduro t or tho adnin1at rntivo aottlonent ot t11x caaoo. lll.th cortz..1n 

oxcoptioni no to rortov of nud.ih 1n Vo.ohincton, thh procedure io tol­

lo~ted ~tHh rell'oct t o cn80a arieinc 'Wl'!.er tho V1nooo-'1'ra."1l011 Act. 

1'broU(;b tho uao in field 41 viaiono or tho oot tlocont prococmre 4e­

volopo4 by tho Technicnl Stntf ot tho !uro~ ot Intornnl Rovonuo oinoo 

ito oatobliaboont 1n 1933, tho !roeoury hAo provided n.nothod tor t ho 

oxpoditioua nn4 econoaico.l. diapooition ot tox dioputoa. 
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Ii to fcdr \o cc...,l'll4e \br\ t , o.l \bollcb 1111 ono- dolternlJDUoe flit 

tho cp.,roprl.ato .UOIIaDC<I for obooloact~~~ce ca;r hoP Un. to Une - · 

100 

tho tt\% lallo IID4 the l."''ocod'll'l'o 4crYOlo'Pod for \heir odnWot nUOD ~ 

'ltl'l'iabl:r o.tford tho ~ full op;>ertw>i t7 to bDft 111J7 ouch aiotllkoo 

roctifiod; and it ie lllfo to predict that vboD.O't'OI' 'he fact ot oboolooccmco 

CAll be 1\otinitol;t ehown end \bo point of tl.ae e oo~\o di""Pl"'=c• of 

..nluo ot bor tbl'.n eo.lvoto ..nluo con bo 4ofinitol)' o~-, 5 d, tho ~ 

will t)>toin the full bol)ofi t ot tho :roc.aoDOblo o.llowalll!lfor obaoloecO!ICC 

f:'l'll"tod 'b7 the Concro11. 

.. 

Regraded Unclassified
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June 24, 1940. 

Oopiu to: llr. 1), W. Bell 
llr. H. Gaston 
llr. J . Viner /1~ ____ _.... 

At a oonterenoe in llr. Bell' s ottioe, parti cipat ed 
in by Jl:eeare. Bell, O&ston, V1ner and White, the follow­
ing was arrived at: 

There waa agreeaent : 

1. that the additional taxee called t orth bJ 
the speci al defense program be aegregat ed wherever 
poe s i ble but without the usa or a ta~~~pa. ( r or 
example, the inooae returna llhould proTide tor 
segregation in the totala or the aJDOilDt added 
because or apeoial de tense taxa a.) 

2. that no publ1o1ty be g1Ten t o the progrBA 
ot segregating the additional tax troa the regu­
lar taxea but that the procedure be treated aa 
adainiatratiTe routine eo that the general idea 
will reoeiTe as little public attention es 
possible. 

The diaadTantagea or the uee ot at&J~Pa tor detenae 
taxes were auggeated to be as follower 

1. The additional taxea coTer leu than a t ou.rth 
ot the rederal expenditure• tor the Ara7 and NaTJ, 
Therefore, it would be aialeading to label only 
the additional taxea 0 detenae tax•. 

(Poaaible ana,) !hie could be avoi ded 
by labeling the additional taxea ~special 
detenae "'taxea. 

2. The public baa demonstrated ita w1llingneas 
to PB1 additional taxee and inaallUoh a a the ex­
penditure• are bound to be inoreaaed again it 
would be well to saTe the pa triotic appeal ot a 
apecial atup f or a tae when we a.aet ll&ke a 
real.lr great ettort. 

(Poaaible ana.) -- Double•• expenditure• 
on detenae will 1noreaee, but the tact that 
the prograJD or special etaapa had alread1 
been eotabl1ehed with reapeet to a aaall 
aAount or taxea dcee not aeem to weaken 
the ettioaor ot the idea when later appli ed 
t o a larger aaollDt, 
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D1rt81oll of lllllleta&T 

.... are~~ 

,. tu ou'e'-llUnr 4el>' 1e 110 hi&b that Ulere 
1e eu.ttioieat Jgetitioa,ion tor a oonttaaatioa 
or a11 ad41 Uoaal tu •••n 1t 4eteD.. ezpen41 turee 
were later to l>e re4uoe4. ! o lal>el Ule a441tiona1 
tue• 1 defe11ee1 tuee would reDder 1t dittioult 
to continue the blgber leYel of tuatioD after 
ezpendi turee t or detenn baYa l>een out. 

(Poae1ble an e .) - It 1e true that the 
a441t10IIal tu i~aed tor detenae 8&7 
baYa to l>e c ontinued in order to re4uoe 
the outeta~~d.ing debt eYeD attar 'PBOial 
detenae ezpeDditurea baYe oeaeed. Yet 
Ule publlo ia entitled to l>e rea1114e4 ot 
that t aot inaamoh • • the u:ouae tor Ule 
current additional tu baa been the epeolal 
dete11ae progrea. OBoe the need t or a})@o1al 
dete11ae tazee baa oeaaed 1t abould b e •••7 
to Juet1f7 oont1Dued h1gner leYel ot tuea 
On the lfrOUDd8 \hat lt 18 D80881&rf to re­
duce the outatandlnr 4ebt prortded the 
eoo11oll1o eltuaUoD at the u .. Juet1t1ee 
the - leYel ot tuea. In an~ oaae, 
a1Doe epeolal detenae taxea will be 1n 
etteot t or a a&ob lonp r per1o4 than tln 
yeara, the problea t or a long tl.. t o co .. 
1e aoadelllo and not real. 

4. !be pollo~ ot allocating a apeo1al porti on ot 
tu reoe1pta t or apeolal P\U"POHB 1e 1n general an 

uneoun4 praotioe &114 lende 1 taelt to abu... fbere 
1a no 1110re reaaon w!:l7 taxea t or detenee ebould be 

eo labeled than there would be t or tuee t or rellet, 

or t or a&r1Gultural eube141ea to l>e aegregated. 
PreauaablJ all QoYarDNnt expeD41turee are dealr~le, 

else theJ would not be llade. 

(Poulble ana . ) - !be YerJ apeo1al nature 
and aap1tu4e of deteDea ezpell41turea D&J 

e Juet1f7 ll&klng a11 u.oepUoD t o the pneral 
pr1no.1ple that taxea mould not be allocated 
t or DDJ _,eo1al purpo... It a1ght be well 
to .. '-ltllab Ule ll)eo.lal e taap procedure 
now tor the ••rJ reaeoa that we ezpeot 
\hoae epeolal tuel to be ~a~oh larpr 11l 
the future. !he UN ot apeo1al 1taap1 hal 
the rtrtue ot oalltaf to tbe atte11t1o11 ot 
Ule te:q>&Jer the tao that a portion of hil 
41reot Fed&ral taxee hal been neoe .. 1tete4 
bJ the ll)eo1al 4efell8a propoaa. Be D&J haft 
a 110re 11ltell1pnt att1tu4e tcrwal'4 that problea. 

Regraded Unclassified
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D1?1&10D of MOD.\ar7 

lleaearob 

"· It w01114 be 41ff1oul1i t or the beu-.r of 1be 
tax t o raoe1Ya a ata8p ln p&J .. nt tor so .. of 
\he l})ecl.U tazea - •·I·, paol1ne and liquor 
tax••· 

(Poaalbla ana.) - 'lbouib 1 t 11a7 be a4-
a1n1a,rat1?el7 41ff1cult to uee at.-pa 1n 
man)" instances, \he pro(lram nocd not have 
100 percent conrap in order t~•• 
ettect. 

6. Aa increased e~en41tare tor detenae ie 
neceeear7 an4 therefore as tbe portion of the tax 
labeled as defense taxes increases, the reluctance 
of the public to spend the neceee&r7 aaount tor 
defense aa7 poeeibl7 increase aa4 render 41tt1cult 
obtaining .uae adequate tor defense expen41turea. 

(Possible ana.) -- On the other hand, 1t 
11&7 be held that the public will be leBS 
reluctant to PaY higher tax•• when the)' 
realize that those taxes are being 1apoeed 
tor reasons of special defense. 

7. The adalnistrati?e coete involved 1n the use 
ot staapa lllight be aubatant1u. 

(Poee1ble ana.) -- The eda1n1atratiYe coats 
would be t oo small an item to aerit auch 
weight 1n probleaa 1nvolY1ng other issues 
indicated abo••· 

Regraded Unclassified
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I 
: 

Januar:r •• • ••• • •• • • • • • ••• • 
Ka7 1 - 23 •• • • • ••••• • •••• 
Ka7 24 - June 1 • ••. • •. ••• 
June 2 ! •. •.. • • . . • ... •• 

June 9 - 15 • ••• • • • • • • • · • • 
~June 16 - 22 • •• •••• ••• •• • 

June 23 - 30 •• ••••••••• •• 
JulJ • ••••• • •• • ••••••••• •• 
Augu.et • ••• ••••••••••••• • • 
Septe.ber ••• • ••••••••• ••• 
Ootober •••••• • ••••••••• •• 
NoYeaber •• • • • • ••••• • • •••• 

Deoember • •••••• •• • •••• ••• 

Januar1 • • • •• • •• ••• •••• •• • 
re bru.&r1' •• • • • • • • • •• •••• •• 
Ka.roh •••• • • • • • •••• • •••• •• 
Apr il •••••••.•••••• 

111.1 • •• •• ••• •• • ••• •• •• •••• 
June • •••••••• • • • • ••• • •••• 
Jul.7 • • •• • • •••• •• • • • •••••• 
Au.gu.e't •• • • • • ••••• • •••••• • 

Septe~r • • •••• • • • ••••••• 
October • • • • ••• • • • • •••••• • 
HOYeaber •••• ••• • • • •••• ••• 
Dec .. ber •• • •••• •••••• •••• 

Januar7 ••••••• • •• •••••••• 
rebruarr •••.• •••• . . . .. ••• 

10 
10 

-- ~ 
II 
ll 

Ortlae or Ulll ~~~eonurr or tiii fi'iieurr, 
D1v1e1on ot Re1earoh and 8tat11t1a1. 

iriiiiiil iillnrtee oa 
•n•U!I or«en 

49 
115 
16o 
310 
351 
331 
332 

l~ 
416 
414 
4oS 
437 
320 
2~ 

4~ 

~ 

25 
21 

' 
June 24, 19'K>. 
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COIIIDII!IJ.L 

JUDO :!', 1940 

To: 

From: Kr. TOliJI& 

Bet""" J~me 6th and June 14th, t.M Ia")' Depert-.ent, 
thro\l&h ~r&l itpoar, notified Kr. laleoa, Cha1J'181l of the 
L1aloon eo-u too, tbt\t corte1n -tarlel oonld bo operod 
end aade llYallablo to tho llr1t1oh. ~Mnl.T thoroll!ter, 
Kr. Po.rrlo au•~ to b1q theM aupplloo, n 'bJoct to receipt 
of a 11ot or pr1ceo on tho Yar1ouo 1t .... 

1 roce1Tod a Hot or pr1ceo on Jr14&7, Juno 21ot, and 
1mmod1ate17 coa.un1cat~ w1th ~- llell..t1D•, Ada1ral Jurlonc 
or the lie")', ""d Colonel 111nton of tho J.rm:;r, it rq 1not1p­
t1on, Admiral Jurlonc 1ooued ordero tMt n1rht to the ..r1ouo 
lll\1'1 depoto to otart pacldog the ouppl1eo and oqu1p ... nt. 

On Saturd&T aoru1nc, J~ 22nd, tho ort1c1al 11ot of 
1toao, torother w1th pr1ceo, ,... traualttod troa the WO")' 
Departant to tho Yar Departaent 'IOboro 1t ,.. ouboequontl.T 
approved as ourplua b7 the Cldef or Staff. J7 5 o 1c1ocl< 
Saturdrq ll!tornoon, oh1pp1JI<: an~e .. nta bad boon M4a 
between 11. S. Stool l>:port and the !18")'. All ouppl1eo and 
equ1p1101lt are to be co11cont.rated at tho 'Raritan J.non&l. The 
paper part of the tranlllet 1on 1o to be handled b7 a oupplo­
ment&l agreement between the Yar l)epartme11t and Stool l xport, 
which w111 be 11rnod at 'Raritan tho r1rot pert of th1a week. 

Admiral J\r lone and Capte1n J7rnoo of tho 10")'; General. 
l!arr1o, General. Moore, and Colonel Minton or the J,rrq were 
aoat helpfnl 1n wrld.nr out thh traneactioa. Attached 1o a 
11at or the u .. a end pr1cea 111T0l'r~. 

~: 'l'ho Ia")' or1(1nal1T offorod to turn onr 80 tor­
p edooo end 640 depth char,;oa to accoap&aJ' the 20 .. tor bcato, 
but theae two u ... wero w1thdrewn for tho prount. '1'he Ia")' 
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abo W oft'.-4 w ...,. ~la •,011 as ''II •-us 
rlnoa, ut toO e-p- ... sn*V" ..... lla\ t11aaa tw u­
,.... wi'*-~· lepl \NUt• -a _, 'liS ... ...,. ... 
Y•~· 

!be kr7 oleo .... ocreo& to tan O'NI' I a.Ulloa I'O'tllllb 
ot .30 oollbro boll .-lUoa, but \bh -t .a ra41oco4 
to 8,&00,000 1'011D4a ot... w \be too\ tba\ \be Utt•- ot 
3,400,000- looa\e4 1a \be ...,1tlo lelut• u4 1a \llo CUs1 
zoae. 

.. . 

• 

Regraded Unclassified



List of II& 111r1al. and Pricu rr.u.1 tte4 
t.o Jlr. Y<~~>n& l'rca Calooel. 111nt.oo, bJ telepbone, 
2rl0 P. l.l., Sat.xrda:y, Jl1oe 22, 19~, u appr~onrd 
117 the Cbl.e! of start. 

3,000 Lew!. a machine guns, aircratt type , 
used 0 $33.92 

3,000 Lewis machine guns, ground type, 
used e $33.92 

18,000 Spare barrels tar botZI type ot Lewis 
saclline gan 0 $3.00 

30,000 ¥&guinea tor Lewis •ch1ne gone 0 $1.00 

35,000 u. S. 111tles, callbre . 30, IIOdel 1903 
used 0 ~.00 

500 . 38 csllbre Smi tb & Weaaco revolvers 
0 $10· 55 

1,000, 000 Rounds &lllllurd. tion (more or leea} tor 
. 38 csllbre ~th & Weoaon revolvers 

6, 600,000 Rounds calibre . 30 bell ~1 anmnition 
tor •chine guns at $30.00 per K 
(110re or leas} 

$lol., 760 

101,76o 

54,000 

30, 000 

1 , @,000 

5, 275 

20, 000 

198, 000 

Total $1, 910,?95 

.. 
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lae 24, lNO 

11.1 dear Xr. J>ruldet 1 

The Franoh ha~e ~ueatlonabl7 learned a lot at 

a traglo ooat. There auat 'be a n1111btr of top flight 

aviatora, aviatl~ eaglntera, or4Danoe anglnaera, 

and dulgnera who know through bitter experhnoe what 

tha;y aboula han baA. Franoa, u 7ou well know, baa 

been 1n the ordnanoa bualnaaa for • llfatt.a. 

It aeaaa to M that lf a n1111'blr of the" Mn 

could 'be brought o~er hera t..edlatal;y and put at 

the diapoaal of the War and Jay;y Dtpartaenh that 

n oould profit greatl;y b;y thell' nperlenoe. 

The Pruldant, 

fbe Whlte IOIIH · 

Toura alnoerelJ, 

1-.eta.n a n · "' 
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l•e M, lNO 

l(T deal' Jr. Pruldctl 

The French haTe uaqueatlonablr le&J"ned a lot at 

• traclc coet. There _.t be a n•ller of top filPt 

aTiatOI'1
1 

aTiatiOR IJI&iJIIer'l, Or4JiaDCI eaciJieera, 

md dulper• eo mow th1-ouP bitter ezperlenc• eat 

thlr ahov.ld han ua. h'allot, al rou wll mow, hal 

bt111 ill the ommct bu.aillua for a UfttS... 

It ae ... to M that 1! a nualler of the11 -

could be brouc)lt onr here I..Hiatelr ..a pllt at 

the dhpoeal of the War m4 llaTT Depal"tlldtl that 

111 cov.la profit greatlr '111 thllz: esperlnoe. 

!be Prtlidat, 

The Whitt lcnall. 

Joura ailloereq, 

' 

10! 

., ... _ 
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111 dear J(r. Pruldenta 

The rrenoh haTe --.,.et1onablJ le&rDed a lot at 

a trag1o ooat. !h ..... t be a n•ber of top filpt 

aT1atora, aT1at1aa Jls •ra, ordnaaoe encineera, 

and du1pen who m.. through bitter uper1uoe what 

the7 1hould han had. huoa, 11 70u well bow, hu 

been 1D the ordnaaoa 'bu1Dua for a l1tet1M. 

It ee ... to .. that 1f a 11.•ber of thall •n 

oould be brought onr laere ~1ate1J ud put at 

the dhpoaal of the War ua la't'f Depart..nt• that 

•• oould prot1t veat.lJ b7 their elper1noe. 

'l'ho Pru1dent, 

\'he White lnu. 

• 

Tovo eboerelJ, 

, ...... , .............. .. 

• 
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Dlf toll IIIB.U.D !llDIJII 

J!WICI CAu.s Ill ALL GOLD AIID 1'01111011 01111111JCT 

Repatriation ot Securitioo and .A.ccoUAto .lbroad Ordered 

!O!UIEI.l!X, JUllo 24 (UP) . -.lll toroiporo in thio coUAtr:r ao well 

ao J'roDCbmln were ordered to~ b7 a cover1111ont decree t o ourrcdar 

tho ir COld and toro~.&A eurrODC7 t o tho llanll: ot J'ranco • 

.lllothor decree ordered all ooeuritiOI and bal1k accc1mto abroad 

to be repatriated b.ed1&tel7. 

(Ullder tho hl'lll ot tho J'rench..O......,. Ara1ot1ee, ao allllOW>Cod 

111 

a t Lon4on, t he J'rench cover1111ent ~Nat 0,prOTont tranotor1 ot valuabloo 

Nld otool<o trca occupied to nonoceup1od territor)' or abroad. •) 

• 

Regraded Unclassified



Bu4ocl 'bT llr. Plao .. t ot tbo llrlUob •llaoq to llr. Cocbru la \bo 

fr.......,. at 1 p.a . , .1ue 211, lg!Jo. 

The blocll:.lna or French balance 

applies to accounts or pereona and ccncerna 

in Prance itaelt but not at preaent in 

French o• ereeaa poaaeeaiona, Pqmante to 

end trom eccounta at United Kingdom banll:e or 

United ltlngdCllll branchaa or French benll:a are 

permitted, but aaaurancaa are bein& obta.lned 

trom branchea that they will not accept 

inatructiona trom enemy-occupied territor7 

whether trom their head otticea or otherwlae 

and that thay will refer doubttul caaaa to 

Bank ot Bnglan4, I ' 

-

• 
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DEPARTMENT t::W STATE 
WASHINGTON 

'f!w 8"H10arJ of 810a10e preeen10e hie oo11Pl1•n10e 

~o the Honorable 10he 8eore10arJ of 10he 'freaearr, aa4 

enoloe .. one oopJ of parapbrae• of hlep>aa •o. 81 

troa Bor4eaux. 
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~.AaAnU81 or m _,. lliiO:CitD 

J!IOXI ,..1'1ou Ooanl., Bordeaux (Parle) 

lll!ll Juo 23, lHO 

RH1d llll8 p~a., 24oth. 

lo. 1 81 

roa s.:Rft.&RY xOBGII!BAU. 

Reforonoo 11 aa4o to telogr .. of June 20, noon, 

troa tho Dopartaont. 

114 

fho rigllh tor aaautaot1ll'1q Hiepana hi&& engine 

are now ownod b7 Xatford, ot wbiob Doltaee ie Proeidont. 

Doltlue ea1d that hie OOIIJIUT wu about to so into produo­

tion in rranoo, but that - auutaotur1q riSbh ban boon 

oodo4 b7 b1a to tho J'ord OoiiP&Il7 tbroqb Bo11r7 and Ideal 

J'ord. 

It 1a doubt tal 11hothor, in tho proeont oolltuioa, 

&117 Fronob autboritJ would bo in a poe1tioa to take aot1oa 

to traaefor the 11ooaoo to tho GoToraaont of tho Un1to4 

8tat01, non if lqal author1t7 to do eo wero bold b7 tbo 

rronob OoToraaont, wb1oh 11 not tho oaoo, aooor41q to 

Doltlu1. 

BIDIIL&. 

lllLW 

• 

... 

,. 
2 
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CONFIDENTIAL 

Jlllle 26, 1~ 

Mf dear Adairal lo7e1 1 

Will 70u pleaee trenlait the following oable tor 

•• to Aabaua4or lenneq Tia 11oret unl oocle1 

QUOft - 1. Coula 7ou tln4 out what baa 
!:Kpenea to rruoh aireralt oarrln learn 

lh oargo of AMrlou all'plauef 
2. I haTe onlf tura.a OTir the plane tor 
the Iolli lo7oe •rlin 0111in11 III - 1 • 
XI to unllfaoti&J'Ora. Pen41na: reoehing 
wora troa Lora leaTerbrook alreot throuch 
7ou, I a hol41ng tAe balanoe of the plane 
in ouetotr. Pleaee aak Lora BoaTerbrook 
what he wlah11 .. to ao with thea. !he 
Rolla lo7o1 repreautatho in thh o0111l\r7 
11 ••klng a ' I Dubuoe of hluelt. -
tJJQJJO!'I 

!ova einoerel7, 

f ..... I&M I , 'Jr. 

s .. r Adairal Lolgh lo711 U.S.I. 
Dlreotor of laTal co..uoloatlODI, ~ 
Booa 2622, 1•1'7 lu1141D& .,.S ~~'J 
l&~hlngton, D.c. l~e.tt 
See Kennedy' s cable of 6/25{'filed in Rolls Royce book, 
which says that Ream lef t Halifax June 16th for f rance 
and was diverted to North African port . 

115 

• 

Regraded Unclassified



hM 36, 1MO 

!'o 1 !be lleoret1117 

J'l'oal Mr. TOllliC 

R!,\!1 

Talv l 

RUt• 

!'ll.la coatract, 'IOILloh coTeH<t tloo e~e ot 
93 Wort.bnp j..1?J. bollkra tor Jlo'Qilae j..2Ql a\teck 
plaMa, ne 11ppr0ftt 117 tl.e V• Dlipvt .. t ..a. Jloaclu 
at Url50 A.M., J1111e 1,, lMO. 

IMll bollber vu coaplate17 eql11ppe4 wUb tin 
~Q~La, ra41o et111PMDt, boabraon u4 alaor aooeaeorlaa. 
lno1U..4 abo wore 8J)&ra er~&1Daa, apare IQila, u4 
apare parh. 

!be 20 Jlo~u A-3Cil aUaolc plaua reoa1ft4 117 
tloo War Depan-t 1a nch'IC" are to be coaplete}T 
eqv.lppet w1 tb cau. ra41o eq\11~··. boabrecl<a . .. 
at .. r acceaeort ... 

A ooatraot tfll' \I.e ezc~w~~ce ot l5e6 100.11>. '-11-
Uoa bollba, II,:Ma ao-n. tr~taUoa bollba, ..a 100,000 
oharpe ot •U-ll11loee poW.ar tor 11111 • IQila vu ap­
pront 117 \I.e 'fw Depar\Mat ..a \I.e 181'Thlnzrc 1\ .. 1 Ooa. 
JIUQ' at <11311 P.M., Jau 13, 1MO. 
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Joth oeto ot boabe ware tuned onr to tho AzwT 
b7 tho lla"7 aa4 are tor uee wi\h tho Ill ..,rthrup A-l?.l 
boabero. 'tho nitro-cellulo .. power vao a al1coll.aDHuo 
ltoa vll1ch lul4 DO COIIIIICtiOD with tho al.rplaDeo, lD 
oxchaD«e tor thooo throe u .... \he AzwT will rooe1n 
7 alllioD poUDdo ot !I'!/, 31,234 oaoo1 tor 1500-lb. boab1, 
&D4 &0,000 COlli tor 100-lb, boabl, 

'!'he total nl"" ot t hlo eoDtraet lo $3,012,000. 

PreooDt 8tat'Q8: 
55 Of the 93 plaDU VI ... tlc¥D froa ltitchal :riel4 

to llal1tax, whore thoro lo a earri.,. waltiJo«, laot 7r14aJ', 
JUDe 21st. 'lhe carrier will loan ao oooa ao tho pl&Dee 
CAD be p art1all7 41oaoloablod &D4 loa4e4 . 

'!'he r-1D1J~« 38 p l&De1 •• at nort l!e11111tt Pield 
whore 11! are alroa4J' packed &D4 ro14J' tor ohipaeDt. Ooo 
ohip will lea,.. withia a 4aJ' or two with 20 plaDeo, &D4 
two ohip1 will le,....o before tho oDd ot tho WMk with the 
bal&Dce. 

'!'he boab1 ..,.,.. oh1ppoc1 b7 rail to Halifax &D4 pro­
llmlblT will go oa tho carriar. 

~-
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OODW:W. 

hM :M, lMO 

.u of .n... 22; lMO, 411.6 per oea\ of \u to\al 

nlu of tiM eq'C&iJIMil\ u4 ...,pllee twalohef. \U 

.lllcJ.o-Jftlloll hrobulDC JINr4 troa '0'. I .' I\ eel -.par\ 

wae eblppe4. .t.a 110 !Iff or e110al .. a po..UZ. hM bee a 

ahlppe4 \o 4&\e, the ftlll8 of \U •\vlal eblppe4 

aohall;r -h \o 611:4 per oea\ of \U \otal .appll .. 

IUI4 equipMat ooatJ'&OtM tor oaUUDC \u nl,.. of 

tuM aploalna • 

• ,.. of tuae wppllee MA ..UJIM'l\ han 11M& 

ehlppe4 "' Yraace. 

• 
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SIIIPII!ft OF 1UR IIAHRIAL 
J'J\0)( 

UJII1'BD STATU 
1'0 

pqr.t m 

Total value of all .. terial­

Leas value of T. N.1'. and 
smokeless Powder 

Total value of Katerial 
other than 1'.N.1'. and 
S•okeleaa Powder 

June 22nd, 1940. 

6,621,060.00 

)0, 998,496.60 

Doll ar value of Material shipped other than T. N. T. 
and Smokeless Powder 

SS-4/1~ of $30,998,496. 60 = $17,177,862 .97 

Dollar u l ue of Material shipped ($17,177,862.97) ia 
45-6/1~ of Total Value of all Material $37,619,556. 60 

No T. ». T. and S.okeleas Powder ahipped 
except J , OOO lba . as aample . 

Attached ia approximate itemised list of material• ahipped . 

Regraded Unclassified



AfPROTTV~TB FIGURE§ OF SUPPLIES LOADED 

SUBJECT TO CONF!ftMATIO. 

1. E&stern frLnee 

48 . ~5 a.m. guns with coapleaent of springs, 
pistons, adapters and sights 

4, 100 Browning Automatic Rifles 

15, 259 Lewis Vachine guna - air and spare parts 

.392 Mar lin Machine gun a - tank type 

8, 940 Enfielda 

.37,284,960 Rounds .,30 calibre Ball ammunition 

14, 900 Leather gun slings 

l Case Handbooks 

2 . Pasteur 

95 75 a . m. guns 

45 Caissons 

20.3 Limbers 

l Case Handbooks 

J, TillsingtonrCourt - a British ship, loaded by French and 
figures are very approximate • 

.33 75 m. m. guns 

219 Caissons 

213 Limbers and spare parts 

128,140 Enfiel d rifles - bayonets and scabbards for same 

3.3, 565, 102 .30 cali bre Ball cartridges 

1 , 705 Browning Automatic Rifles 

7, 71.2 Browning Vaohine guns w1 th par ts 

1, 057 Karlin Machine guns - tank type 

11,951 Karlin Machine guns - aircraft 

8, 015 Lewis - aircraft 

40 Lewis - ground - magazines for these 

10,000 Smith and Wesson revolvers 

10, 000 Bolsters Regraded Unclassified



8 1 650 Vickers Ai .rcratt llachi.ne Guns 
120 

51 000 Vickers Ai rcraft Wachine guns - ground type 
{very rough estimate) 

116 St okes Uortars 

4· Pacif i c Shipper - go1.ng today (loaded) 

140,000 to 150, 000 75 m.m. shells 

75 Stokes Wortars 

188 75 m. m. guns 

260 Limbers 

72 Caissons 

9 1 700 Browning Automatic Rifles 

33,182 1 378 Rounds ot . 30 cal1bro Ball ammuniti on 

41,720 Enf1el ds 
Small lot (1, 500 lbs . ) smokel ess powder 
for guns 

1,500 lbs for Howi tzers - both f or testing purposes 

251 000 Stoke Yortar shells 

858 Lelfis Vachine guns - ground 

8 , 784 Lelfis lolachine guns - air 

3 1 539 Vickers Wachine guns - ground 

81 Karlin Machine guns - air 

362 Karlin Wachine guns - tank 

130, 000 Bayonets 

1301 000 Scabbards and same number ot ~ slings 

5. Dalcr oss - lett 5 a . m. thi s morning (not confirmed) 

300, 000 75 m.m. B.E. shells 

Regraded Unclassified



The Honourable 

120-A 

umaM EMa.t.aav, 

w,.aNIMCTOM, D. C. 
June 23rd, 1940 . 

Dear Mr. secretar y, 

I enclose herein tor your 

personal and secret information copies 

of the two latest reports rec~ived 

trom London on the military situation. 

Believe me, 

Deer Mr. Secretary, 

Very sincerely yours, 

Henry Morgentbau, Jr., 

United States Treasury, 

Washington, D. C, 

• 

Regraded Unclassified



Telearaa de epa,ohe4 rro. LOD4oa 

early on t be eyeaina ot June 22n4, 

Approal .. , 117 100 eoea, a irorat& 

oro .. e4 Me\ ••• IOQLil ooa• '• ot h &l1D4 1••• 

pl&eoa la ... , . ,.. ao4 eoat.Mra Jail..._ Prel1a1• 

&r7 ... ,_.,. okk ,.,., a . a . Mllllto ila'ft 4J'Oppe4 a\ 

•1•~ (•~' ' lllleo .,.._ o1 •-"»') 

s~ ao4 ~ IS\. ~ •u-.oa• .. utaa 

-~- ._ .. ell4 1-41ar7 ~· onr,o4 nreo 

auCMb r pa poau end. .. arell.llPI'• 1a ••-' 

All&li& oleo a t \eolta4 'but wUII.ou \ INev.l\, ou 

t1phr peti'Olo ae4e 0Dl7 oaa 1n\oNep,1011 all£ 

'"• ••• 1aeoaelual'ft, 

a. K-Uoa ot ldalaa, c~. "'rn · l! 

11114 PollMI \roope ooaUaM4 f'1oaa Bar6MU ,.a\or-

417• 'fowl ...... uoa nave• wP •• a16MF 

yeo\OJ'M7 ..... 10 t'vl1WOI pu-nol, tl' • 

124,841, •• ... 1'1•• 1,1,3, al llo4 \pagp a 4,410. 

Pollaa &e·•-•,.,.-•• la ,_ .. arri To4 1a ~811161 

7••••1'M7· 
'· 1'1pUaa ooaua .. a 1a Al ... • Liuoniao 

I'OUil .. 1,..., •• a1_.._.. Ia ._,....-

._ ...... •\OI'deecl t'llreoa wll.lP _,1 .. 

~ are pro&e1 ...... Delrio 1'all~ ,....~, •• 

o,• ll&'fllll ... Jla....,._ \o I\eli&aa• .. ,_ 

tvreoa ... aoaooUeo'laa alaa """ ct.or .,., 

t'llrlbU/ 
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IWU F .... 111'9 .... 0 57 a.a tM--
I'&?S SF SQWIW 

..-e1WA .._, --· fll P"l 7 Fa UITIF ta 

'C • u -. ... and t Nw • ''• 
'- IPl•' elF ._ ,_,. 7 I a•• 7 I a• 

100 1~ .... ••tla .... .... 7 ...... .. , ......... 
... - - ... al·· aa.a. ..... 7 12ft 

..... - .... lot .... -. .a. l8WUI 

..... "- alae _._. ... la.& ai-' .. "-' 
air.... All .u..aft "leal. 

J. I' 3 'M aU& ••• aU ....... 1a 7 .. 

...... .. • ,. .... :' ,.. ou ~ .. 
t 111•1 ..... DA alftftft IM'-IW- alA 

a ....... -.~ T'alua.--.. aac, a ... fiii&U.,.. 

1a- .- laat alpt. he f/1- u....n 
IJIUN at at ............. - Dlaa~ 

l a sa • u_. fll ,_. ao• 11.& t.aa~ 

-"• fll utns ........ at n ... , .... 

•• ~we , n.aa •• • a llllll,.... •• 
... 1'114 ......... ~ • ---

alA ..u- fMtarr 'Miltia ........ 7 • 

•• ... ..... " ...... 1a .-1a ., ····-· 
au _...u .. &a II I WI ........... ._ -

IU.Itllll· flllt _. ... ... ., fll w... ~ 
! &? I Ia S ' ala • I D •• 

:• t 1 U 511-" •aalr MtiW ,._ 

s.- .. llfl ...... rt• ., ..... 

n 7 N .,...,... -• ••a• sur aM 

a..- .... aa • 2•,.. ••.a•• -..,. • 
- lliaiJJ-?allfl., .. ••• 1a aauwtr ar a'CetJ-• 
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\raaop-' -'"""· ltall \ tlJ'lDC aanpU-1 

\ralaiq •••••e6 1a .,. ,. c;.~ oa -11 Male 

_. .-1. uw=n4 \relatnc •tab IA:ze4 • r ltM 

... ,... a -It ap a~oa,laiiiM as &eo aaaa lair 

leftl. 

7• lleJIOI'\C ot Halla a1NNn, p.-.~ 

IKII!bero ea4 tli}lhre, 'lletac \rautarre4 M •cas 

ill o .. ..-.,.. t'b.eee ••• proM~J' 'lletac ... , 1a 

sxs-.ncs tor o~rc.a reiatorea ... ss la SlellJ'. 

On .rue 20 .. Br H h ll 'b<lllltua troa J gpS a&keUI& 

ho I Wlu ee1'041'caae la lest Ll_.. su 

....,. elreftt\ us,ro,..cl 11r tire aa4 o\Mra 

duap4. Ao rena ar ao,.al~ ,.... .... 

SoG&b Ah'l- All' J'••• sauoa, n is eoae14Sen4 

Ula& -~- slr opere U one tQr lUll .. Alr ,.ores la 

Ikllaa lee' Atrlea ere 1allke1J' at pr seea,. 

~ alraran e\\eelr.e4 _..,. la ll- .. , ... 

lee& al ... & llu\ ao Ae•p reporte4. Cne a41M 

ftMel M4 caa Tll..-ln fteeal Aalt -,. Ml'pe4oee 

1a wee&en Cppi'OCMeC ca J- 20\ll. 'he 

arl'1* weeal.e eat -hlctu fteael •• ott 

westers -•• of ~ aa J_. 21•'· 

8. 't1u'ee eUaClte .... _.,. aa ~ ..,., 

• r1aeo 1a tb.eoe wesere aa .r- 20\11 ea4 :as,. 

hl. 

10. LA'•• aowa. J'ift • ...,. elr ra14a 

oa Mal. k ,.. ... ...,.. ...,. ~· 1911 1a t.M -· 

,. auua,.,. , •.,. aa.-1,1ea ., tlcaUac ..-

Ilea-· e.Heeaf'1il auaeu 'llrJ' 111eMe._ ,_ 

,.... ................ ~·~·· 

... all' .-.. ne1a .. n• ca J'fl//l/0 10a. 
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~el..,._ cs.~uohe4 trca LoDdDn Oil 

u.. ewlliq ot J~ 221l4. 

•"sC " ESE 
..a11 ....... or • .., u ..... n 

....... ,. ........ , ·-· •t Jlaalall4 ... ... u... 
,. ..... ,., .... ft$,1N- -~· M ..... 

ie""-U-. .. e\a.a. • U. UUM& 

l.tat' ... ~ 1e .. 1aet ......... ........ 

A1....n ~ ., ... ._. ~ .-tMA IU ... au 

~' or J._. 1'u.-aoa .... ....,.,ua ,._ 
.. , ....... __ , 1e uu. ... ti---. 
,. ...... -· ...... &l t •• la ...... .. 

Uql •,.. to lllatiM 1ut att~~~ta ,. ... ue\0 

flt. - 111,006, ,.._1, I 
2 

• - •• l~J allS.C 

....... -a,..-. • 
.. ·-· 1a •• .. ,.. ...... 'I'Mlal ... __ ... , ....... -.. .. 
All ll'iU e ... Pe1t.M ...... •w Mn 

• s a W ,_ loa F~ 1 ......... r!r!J.-.-.... ,.. ......... Kf,..au ere Mi .. -- \0 

.. '' .a -. ......... or l'wlll • W&ee or 
:r.ua " au .. a u. 'ftet.at..., or ..... ....._ 

'· IO elftot.ol .... or tllo .a\•U• el 

... 1111 .................. _. ... ,... ... ., 

tllat ...... H _,._. la Al- ... u-.t Sltl-~. 

Ia Al- l I IM NIUI'ol II a 0 UUC ...... 

,_ .................... alaa. - ...... ., .....,, 
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a-r. s...tftlle, tw1 ... au..._.,. 

.._._.., .,_.ltr-11 • .. ....... 

... , .............. Yal~ •• ... J.r-. 

.............. -- .....,....~ . Wle (ell) 

Ml ,..,., ,. • ... ~ ..... , ua • ..... 

r.MI ll II ~-- 1lf dill .... UeU• hRee -

llle Pi II Uellaa ,._u.. h 1M ........ 

IX PI ... ._ UJrtJe ...... 111ft .... It 1M 

All-3 JPla .... al ftllllr ... ,...._ ..... ellll 

......... --- .... .a.-. a... ... 11- ... .. 

,... ·-........ " ... ,_ ... h41rl .... .... 

--~ .- a'u et u ; wt .. ..._ __ ,a. ---- .... ....... ,_ .... 
.... ,. &1 1 8 , ... u. ....... ia ... 

fte&UIJ"o ....... 1111-- Nlelftt IIIII • 

................................... *1 ...... 1 ......................................... ,... 
•• ~ ... , ____ ... -- 11 ......... ............ ,.,.. ·--·-··· ...... ..-a~· 
ea- VIIJI aJ!de .. M IWI..& -·II Je .. 

..................... -•&alliM 

leliM lillie. n ..,. ... talet .._ rs ut 

MsctiJJ; ..._, ~· ......,. we ••• 
a.. .... .a.-a" ft!Uere.,. a ,, • 

atleat I ..... ...-.. Pi,..,..., ..-e t ... 

Nil-. ....... la WJIIJia ... er. OPII OU.le, .. .. ..... ........ . .. ,.... ., ... .. ................... ---~ ........ -.. 
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al_. • 1_. 1tU..IOUI "" •-•eh.l• 
.:lnts'• •"••Ill .. .._ .....,,.. .. ~ •Mate. 
w ~-- - ...... .a& "-"'· All a-

llet.8a ,. ....... _,.~. ""'AU U. 

~ _...._ .. 41MIIla •' IJ!Ml41M0 M11 .... 

- .... al ... ., J- 19-...o... ., ..... 0 ., 

llnM"• a\...Ut ..._ ... ,. aerell'na. 

u..- .._.. ... -, nt-.r • .-una •• au 

al"Nft NN •• ..,.~. )6 f'lPt•• ut­
e...n .,.,., .. enr....,. OMQl .. aenll"l • 
1a ......... Pi II ,.., .. , F• 1110 ~ ,., 0 

..... w ................ . 
te llaft -... t 1 e. ... a. .. , n ft... AU 

nral-"'"'u ... . 

'· = ........... ..u···--
.. .., aeUft .,.,._...., ...,. .,.... perUa111U'lr 

la .. •1-' 1111'111oet fll lllli'MlU•• aat hljal-. 

• •all 1 • tw -~ 1111 U..M a1Nft.ft ... ..­

•w u u.. ne&aur et ~ Oal-.. 1u,._ .,.... 
M M _.. ••--llJa. Dtw l t1r ..aa 

.,. .... e ., ........ l.a .. ,M]. .... OIJpp JtiVJ _ .. 

ea n..-.. lel .. ...-. to ,._.. -· s.a 

..... Pa 111. LarJO •• "' at ur ..._,_. 
MU.-1~,_ .. .....,_.__ .............. 

I tell· 
'· •• ,....,, at lllllhl7 .. uner n 

I'Me 1,... J.l-- ...,n-~ 
.... ~ ..& ftlM ,...,. tllleft - anuntt .. 

aso,ooo. n •=•• ""'"" .,., l!lla.*ln 

...,ala c&NMin la lel .. relU'WIIf lJr Ua1 

( ... wet et bQeU) ala 1M"•• .... 

...,1•Wr/ 
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ea.pletelJ' Melr.,.a. Mol'lll• ot Uae HalS.a 
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o.mn r.-• 1a .__. All'l• -a • ... uuu. 
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... r..l. .... ' til ........ ta l leltaa .... 

AhlM taaealea Uareal lo D~l--U. .U\a Nl .... 
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., It_,.) ... " , 1& ..a .... a aa .., -.tua 

atN...n ,. ... 1'6Q. Ileltaa ••••Ill at Ta .. ua 

... ,.,- J .. 1tUa. 
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'· ... 2 ... ,. la ow aU.U • 11 wu 

(Uallaa 8-.l.llalli&) • J_. 11\k lhlUa 'M.rlrMb 

ov laha'" 

1. c ... 4Ua 'POOP eoa'nQ' baa U"Plft4 la 

~1 .. 4. anua •"-"• repone 11anaa 
~ .. .., llaUla enlaar 7 U \erda7 ouhl .. 

T;OI .. ta. 

••-..rlaa ao~et ot To~ ,..,•rGa7· 

n-.rtaa .ak ~ alraran 1a ,._ .. , ... . 

1aakrGa7. l\&11aa evM!al'lM aUaa .... ..., 

alnNn 1• ••••n Me41hi'I'Ul ... , ....... J'. 

l aa11lt aot ll:a-. OOila14aNllla ~ A Plaa 

Ul4 au .. un-. e1t ... , ... •••' at rr-• 
Ul4 ~aa4 • J- l'UI aa4 J- 20\k. Pift 

.lrlUM alii& •• lelp .. ftaaela at~ 'llr 

A •1• ot n1eh wo a.u1u "••• -" -at 

... •ftftl • a • • ~, ..... 

..-.. .. liP1 u 121 ... -· 

,...... ftaNl •'taallt4 'llr alnnn --., ao 

lDf'-U• •• t o Wlletlilal' dT ot \baM "" 

OM DI&\M Pip ...at 'llr alaa. 
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Personal and Secret . 

Tile Honourable 

Dear Mr. Secretary, 

.!.20-J" 

••mn EMII41aY, 

WAIMI.CTO•, D.C. 

June 24th, 1940. 

I enclose herein ~or your 

personal and secret in~ormation a copy 

o~ the latest report received ~om London 

on the military si t uation . 

Believe me, 

Dear ~r. Secretary, 

Very sincerely yours, 

Henry llorgentbau, Jr. , 

United States Treasury, 

Washington, D. c . 

• 

Regraded Unclassified



'l'elapoea ~epe\ebe4 rroa LODdoll 

011 ~be OftlllD& ot J'ciU 231'4, 
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naa-~ oewalUoe - \Jar" lt1llo4 allil \laNa 

•• UJ' pola\ llH. i'rlW\41 llooueoe 

1a Laa4a rap•, W\ ao da!Maa eo t a r regor\e4. 

Slllll' o.-aa 1Q' ~· la JotUnpaa rapoa • 
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1nereaaa4 air pro .. reU.one l o Oalaie area aa4 

ot •-•t ... uoo or -..ra•• "'" ... rlftre . Sab014' 

allil ....... 

a . r. .. 1 ••• ol, ••ore• u4 .. u.-• 
le"M 1a Ua1W &U .... t'rOa Preaoo II:P \0 12. 00 

• 
Jaou>e • .:- 22M_, n•, ~.~, ••-Uloe, 

2.-u/ 
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A r.w alN..tt -~• to lo .... .-tpul ..... ,., 

-.. -Nh11~ -.. ..... elteraaUwo. 

J, o.-• u-n et111 uatw eptaet 

lllal••t.a off ... , •••• ot PI re U4 eptaet 

•tz m .., .. ,. ta Cea,ral '"r'•••· ..... UlN 

... Twl• .,. ...... .,111' ....... - ... al .. , ., 

~ ~11M. "-' w.-k et tM• ._.,. -' 

Nl'leulJ' 1ate ...... tM, AOU'Il\F or .. _, ..... ~ 

pop\ at""" ••u-.. 
JMlJ• 

'· 1a -u.ra r.mue.- 41etdet et lftla, 

.. .., eel- "" lied r I -r a~1r aa4 ...-1•• 
J.l-" ..._ au N1U m ...... ~n u d a.n .... 
OM PI •Jt ..,.,,l..rd•• ~· erlli ... e aM 

a.n.erer ..._..._. 8111h1'7 .-J .. Ufte at hr«e 

(e.lt at le11-) • JuM 11o' wUit .... remlta. 

oa ~ a1n JllerrJteua " e •• -•tt•• 
•• 'roWIIk 1a _,. ... u. wUit nftl •••• s '· 
o.. 1&1'.- ~~~~.&• ... '" • .., u-n .a., 
._-. All- •'""" ... , •• .., oa at_., 
fll ~ .Ou.-alot, ....... ...,. bee'llll' ~...., 

... a .. ell ... , ... - .. , us.. J'a1t=• 

......... "' tahNil'tm' u.-..uu • Alnae'I'U 

m/ 
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&IIITIIII UIU.MT, 

W.UMIICTOI. 

June -4th, 1940 

Dear Yr. Secretary, 

I enclose herein tor your 

personal and secret information a copy 

ot the latest report received from 

London on the military situation . 

Believe me , 

Dear Mr. Secretary, 

'i'ho Honourable 

Henry Morgontbau, Jr., 

United States Treasury, 

llashington, D. c . 

Very sincerely yours , 

Regraded Unclassified



'felocna d .. patclw4 t'l'ca Lond.on 
op •t•DlDI or G• 14\h, li~ • 

.. .....,. ..... aln..n ........ . 

F••'•P4er 1a S\ral\o of oe .. r ..... o.e 

••• olNnt\ •••••d o .. r Do .. r. oar 
tl ... wro elala one lelnllel 111 a\ preMa\ 

•Dcollfl.-4. Jo onetq olnnt\ ... ,. \la1o 

ocnaD\1'7 loa\ Dla ll\ • 

.. lUoll ..... oor 1a Yro- ot-. 

Coaodioa and t w\ll Afrlooft U ab\On u .. 

lon for 1Jl&loa4 la a -"'•· 

e& Bloahelao o\\aoko4 rall••F \Orao\o 

ill R•br o!WI aorocl r-o ta 1.80 COIIIl\rloo 1'00\0HOF• 

o\\OokoG Aluala1aa orko, o1ronf\ oorko oDd 

ro11"1 wrao\o la t onora GoNaDF bo\ Dl1£h\o 

.\lr pllo\oi ropllo oll\01•4 JOo\OI'lOF of o• llle"lo 

oraloor o• .. 1ppor• ol ... oro1oor ... UU.O 

4oo\ro,oro la froa4M~ llor....,.. 

oo-~r roo_l ... - o1raron 

-1n17 o.pltl'o4 ta ooorelllac for olllppl .. ott 

... , eou• or ' "- oao 1a 1111U•a c-.a-1 

loru.-eu\ oou\ of lloo\loM a ad orkaop. 

IIOW.NlOQl•l fll&IJl\0 la ... , .... llor\al Ilea OM 

Oftl' Ort!MJO ... f'MUoa4o lla'l'o lM ....... • 

At.....n Npor\ oM BrUlolll doo\roTOr 

17u./ 
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1¥1 .... Mr a1Ce 1a Perla •rbo~r pro\leblt 

•• reall l \ ot air e \\e41l. Casulatiee 

repo~ a lltb\• 0.. ftrltlab •w-r auM 

1t7 \Orpeclo 1a a- .. -.,.. laa\ al&b\• f.11a9 

n-.rt,. ta oa\ertl a pproeoa.e a\\Mlw4 l u\ 

alll)l\ 1t7 doauo,.r. Rewll ao\ lulon. 

1\tll 

lllllllll ft& or Mllaa and t'urlll repor w d 

~o be•• oou .. o COII&14orablo oeaor a l laatt o n . 

~orloua ula\ urbcuaoo neoe ae l\a\ lftG t1a1~ 1t7 

pollee \Oo lt pla ce in e aoh \Own on J ww S \ b •Dd 

Jane o~ Ua. Oil Jwae IUa\ larae eneoq enoou::.p-

_ n, oear aii1JI\a.la t ro11\1or a\ICooe.t\l~ a \\ao lr.od 

1t7 81'1\lu a lrcret\. D1redaM ~ Att)'aalnh ) 

lloabe4 o n J 1uw c::no en <l \ wo one~ " 1rcret\ 

Weoeaoa ae rodro .. (Er itre a ) 

alao bollbed . l ll onetq ~r• aocor\ad -

t1uh\ara a\\aollad 1!.,1\e ,ree\erd.,. one Maoohl 

2 v abo\ <l oon 1t7 Oled le \ o r. D C1Vll1ane ellib\ lT 

i n jured Dl\ll 11\ \le ... \erla l ll .... jla OiOUM<I e 0.. 

a__, a l t"t.NOt\ aha\ d- oa J ... ~. 'F DMIIJ 

eleo r aide d O.)lbG\1. Ton peo pl e killed . aevon 

lajured , IUioll oll(;h\ .. '\oriel o-p. Two H alUn 

a lrcra t \ captured 1D ~rl\leb a ... llland. I\al1en 

au..._r l no repor\e<l ounlt 1t7 de e \roter "ou\.h- wea \ 
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llo. 765 

!bo 8oor.tarr of State 

Sir: 

11&-.. 1>- u4o of Uoh office c0110....UC Uoo poao11>11 

nol oaao of .all t=ao froa blocked oocur1Uoo 1114 

cub in Uoo 'DAHill Stateo 1>olcmc1Dc to D&tloll&la of 

~lc ouo of a nbJoot ot Uoa • •Uoarlaab, 

r.aU.t in Sao l'ullo, vhooo ODlJ' oourco ot incOM 

&tatoo; &114 h&o 1aqulro4 aoU.ar Uoono h MT proo~ 

...... liT 'ldllcb \loll baJ'4ehip - be OYOrc-. 

Jl.aa;poothll7 J'OVO, 

Jl.acle•14 a. ~laD, 
Mai- Tloo eo..ol. 

~OPf 
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COllJIDIOlri.U. 

JtJ.Do 24, 1940 

!ro: 'rho SeerotN7 

?ro:u Kr. To"U.D« 

At a contereneo i n rour ottleo at 2:46P.M., JtJ.Do 12th, 

at vhlch wore pruont Soerotor7 Woodl-1116. !)enoral MN'ahall, 

Auhtant Secret...,. Co>~Pton, Nl4 Adairal Stark, uo~~~: otharo, 

!)enoral Maroball r otuaed the roquoot ot the Azlclo-l'ronch Pur­

ehao1Dg »card to rolaaoo GOO,OOO JDf1eld rlfloo vith &DOUA1-

t1oD. DDrillc that eo!IToroation, howl'l'or, General Marahall 

otatod that a leooor uuabar, porhapo 200, 000 r1fleo, algbt 

bo roleuod • 

. U a eontoroneo >lh1eh i,.d1atol7 foUovod iD tho of­

flee ot Mr. lolocn, at vb1ch wore preoont Sir Henr,r Self, 

Mr, Pu:Nia, Mr. llallantTDO, Mr. lolocn, eD4 Mr. TOWIC, the 

retnaal of General Marohall to rol....,o GOO, 000 :IDI1ol4 r1flu 

was tranaaitted to Mr. P\&r'Yi a. It waa •nt1oM4, hoveYer, 

that a o..Uler DUII"bor, porhapo 200,000, aight bo &'l'allablo 

for rol....,o iD tho tnturo. 

I vaa eubooquont17 ad'l'hed b7 Mr. llallantTDO that 

Mr. Pu:Nio eou1doro4 that 200,000 :IDtioldo had boon oft1-

clall7 roloaoad, a ota t-at which 1a incorrect and bao no 

foUAdoUon in fact ae I recall tho con,..roaUon. 

llt1a to tho tact, h-or, tb&t General Marohall 414 

otato that po ooib17 ooM :IDI1el4 rlfloo ~t bo roloaoad, 

the Purehaol~~~: :Boord 11 eubadtU~~~: another roquoot for at 

loaot 200,000 Jnflol4 rlfloo. 

Regraded Unclassified
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.Juao 24, lMO 

Ill dear Jr. Pl'uldenta 
-

Ill Tin of JOV -ranclllll of .Juae 16th adclrn .. cl 

to the S.orotarlu of 1Jar ancl Ia~, oop7 of whloh h 

inoloaecl hernlth, I haTe 144roeeocl a letter to tho 

Seoretariu of 1Jar ancl Ia~ outllllbg for thea tho 

baale on which •• are proparocl to oooporate wlth t ho• 

to promptl7 oloar all oontraote ooaing unclor the Vllleon­

Tramaell Aot. A cop7 of thle letter 11 aleo llloloaecl. 

I u eoncllllg a oopJ of ., letter to tho Soorotarloe 

of War ancl Ia~ to Jr. 1Jilllu B. lolaJ11olcl• eo that 

he, 1n turn, oan llltora tho A4ThO!')' Collllo11 11 to tho 

clel1Ter,r procecluro. 

Tho Prulclont, 

Tho 1Jh1 to Bouoo. 

2 t.noloauree: v" 
} • .J... n-.... ~...-.., f:<'< ':n.c,..., 

-tt~ " ' b-·-· t • -1e.- ' 

Jove ollloorolJ, 

, .... ,.. ··"'· 

........ 111 sl 
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la• M, 1860 

JC.y dear llr. Pnaldent 1 

In Tin of rov:r -rand• of lae 15th addrnaed 

to the S.oretarlea of War aa4 la'f7, oopJ of whloh 1• 

lncloeed hernlth, I ha'fl addreaaed a letter to the 

Seoretarln of War ana la'f7 outl1nlag for th .. the 

baala on which we are prepared to eooperate with th .. 

124 

to promptl7 clear all contract• ooalng under the Vlnaon­

Tr~ell Aot. A oop7 of thia letter il alao inoloaed. 

I aa aendlng a oopJ of ~ letter to the Seoretarlea 

of 'far and la'f7 to Mr. Willlaa B. Koii.IJUolde ao that 

he, 1n t\lrn, oan lnfora tha .l4ThOJ'7 Coaoll aa to thl 

aell'feJ'7 procedure. 

The Pru14ent, 

The White lou••· 

Your• a1noer•l7, 

, .... , ... a 7 •Jr. 

, 

Regraded Unclassified
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JCr aear Jr. Pl't~llata 

Ia 'fl• of ,_, -••n••rll'w• of Z.. 116 ......... 

to tM S.entar1•• et ._ ..a la9J, ,., et at• 1o 

bolo"' JMFRltla, I llaft ......... a lotte!' to till 

Seoretarl11 of War ..a la7 Rtllabc fel' tllla tM 

baela • 'llhlollw an,,.,., .. to ...,. .. to 1116 tMa 

to p...,tq olear all eatnoto •omaa ..aer tiM tla•-­

rr-n .ut. 1 ,., et till• litter 11 aloo J.Ml•"'· 

I • ...... , a Mf7 If If' lottor tl till S..Nta!'lll 

of War _. kq to Jr. Wlllle 1. ~U. oo tlaat 

~ae, a tv., ... w .. o. A.IY1..., c-u .. to • 

4el1••1'7 Jl'llll¥Fe. 

ra ra 11. 
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,_ 20, 1940. 

l(r d.a.r llr. S.Orat&J'71 

Onder axiatinc ln U\a rr.&aUJ"7 Depart&ant datend.nH wbat por­

tion or the ccet of epeci.al adcliUonal ~ui~nt and tac111UM aball 

be chaJ'aad apiMt a ccat.ract or tha War or .. ..,. Depart.Dt for the 

conatruct1on or II&IIU!act.ura of a ccoq>late nawl ...... 1 or a.., or 

n&"7 aircraft or a117 port.icm U\araof. Oncler a prooadura !or cloaing 

•sre-ta prorldad for b7 .. ouon 3760 or tha Internal Rnenue Code, 

a procadllra aa adopted ..t.reb7 tha ~ would, prior to the 

n:acut10ft of the contract , fix the -t which ander a1at1nr ln 

aay be datend.nad 1n adftnca u cbarpabla to the contract. SUch a 

cloo!n~ agro-nt -. entered 1nto oal7 attar cart1t1cat1on b7 the 

SacratarJ or War or tba S.OratarJ of the ....,., u tha oua ..,. ba, 

In nob cuaa the contractor fi.lad h1A raqoMt for a cloe1nc ..,...._ 

..,t with the C..n.donar of Intel'll&l ReftJrae, and a OopJ thereof 

.,.. tiled with the War ~t or the Jla"7 Dapartatnt, u tha oua 

ftJ be, in order to taolli tate cart.1t1oat1Cil b7 ncb clepartaent, It 

aect1on 4 orR. a. 91122 (76th CoQr., )d -•·> *"- ln, th1l 

practice of antari.Dc into clce1ng &erMMnta '111 th raepect to apecial 

oquipMnt and t ac111 t1aa 'll1ll ba clilccat1nuad, 

Saot1Cil 4 of R. R. 9822 .....wt ....u.t7 th1A aiating pftCUca b7 
requiring tha e.oratarJ or 1f&r or the e.orataey of the I a..,., u tha 

c&M a&J ba, to detend.ne 1n adftnca wbat portion of the coot of 

the apecial add!.t1CID&l aquipMnt and facillti .. aball ba boll'M I!)' 

tba ro.,..,_,t and oharaad q&l.Mt the particaJ.ar contract. !'ba 

S.CratarJ concerned '11111 .Ua oartitioation u raqu1rad I!)' 11110h 

oaction 4 to the eo.d .. icnar or Internal Jleftn'IIOI, SUob cart.l.fica­

t1on would ba b1ndinc 11p0n the C...aaionar of In tarnal Rewnua, 

euhjact to aucb racul&t1o1>1 u the PI'M1clent M7 praecriha. !'be 

Praaident hu 1nd!.cat.ad that ~ appronl of the cart.WcaUon 

will ba nee .. ....,.. In the rr.&AUJ"7 ~t the dllt7 of cona1cler-

1ng ai>Cb cart1t1oat1on and of rae 11 n1 !l'aMUI'J aot1ca tharacn 

will ba parfarwad b7 a~ Ca-ittea ooapoMd nt rt-tb]' c. 
llcon17, Cbai.-n, llerMn 'I', Ra111Dc, V1oe-Cba1rMn, John W. 'llvru, 

c . J., Appal, and Dian W, lart1n, Onder the ...., procedure tha 

contractor'• raqu .. t tor a datend.nat.ion b7 the SeoratarJ of War or 

the SaoratarJ or tha .. ..,., u tha cua ..,. ba, eball ba t1lad with 

the Saorat&I'J or tba ~t concerned. In order to tacllitate 

action &10111\.the U...a 1nclioat.ad b7 the Pralidant, 1 t 1a R,QMt.ad 

that-
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(1) CopiM ot \be OOIIVUtol' 1e ,..._, ab01114 'M 

foi'WJ'Md 1 ll.dalT \o Jlr, ~ C, *-7, ~ • 
._ 4002, l'JI\er'Ml .._ &!1ldt'IIJ 

(2) !!lrM eopl• ot \be oertlt1a\1oa bT \be 

Seue\u)' Ullll'f'lllf (ql'M4 \o bJ' \he -VIIo"-'ftt JIU'V), 
\optber wi\11 a oovr of \be -tru\ or pae;oud o011tru\ 

ah&ll. ba \rUad. t.t.ad dine \iT \o \M &bcml nt1oaecl 

Cllai.-aJ 

(3) '1M .,...t.U'1•t.l011 aball u.-.. tM e;M1a1 

..sdl\1.-l. aqais-at. &lid ruwt.t.-, at.at.a \be '*'•.s.v aDd_, <• .. u..w -t.) ot -.11 1\oal \~~eNol, &114 \be 

~ ot -t. ot - h 1\oal \a ba .,. pot qa1.11et. \he 

-trao\ 01' nbooatraa\J 

(I ) A oarUtioa\1011 ehall DOt 'M 4P ou .. b)' \be 

"-1117 W.. a Ml'\itioa\1011 Ilea 'Moll .... .S.UI rwpM\ 

\o \be tift\ -v.et. or nlleoatraa\ oa *l.ab .,.... .,..s.a1 

..sdl\1.-l. eqld.pMIIt. &114 tuili\1 .. - ...... ud hu ...... 

.... no••-'WlT u.-ner oa ~ u~ -vut.a 

01' nbo<ollvut.a. 

ro11ow1Jic o~\1011 b)' \M ~ c-1\tee referred t.a 
u-., \be ~ 01' Aa\1'11 m.u..a \IMnot wUl -- ld..a ,..._ 

....S.Uoa for appron.l ar M•s; ouel af \he oart.111eat.a dine\ \a 

\he S.Ore\u)' ot Ula !JNenrT, ..._ dMU1011 will he f~ s.­
Mdia\&17 \o ,..... 

'ftla~ 

'1M S.Ore\u)' of tile linT. 

eo t o Thol'lnPon . 

~27 
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.,_ 20, 1940. 

JCr • r llr . horetarTo 

Under aiat.i.QI law tho !reuur7 Depan-tt 4etel'll1- what por­
tion of tho ooet of epeoial. addS. tional. ...Us-o>t 8Jld tacil1tl• alall 
be oh&J'Ie4 ap1Dat a ocmtract of the War or la"r)' ~t f or the 
oonat.rllotl cm or· azmfact ure of a OCIIIIplete D&ftl .... ao1 or &niT or 
,....,. &lrorat\ or aliT porticm thoroof. lhlder a proood..,. f or ol.oeiDc 
acro-nto pl'O'Oidocl for liT aootlcm 'J760 of the Illtanlal ..._.Coda, 
a proooda.ro we adoptod wbereb7 the 1'N&nr7 ~4, prior to the 
cucutlcm of tho ool&raot , t1l< the - t wllioh 1Uidoor a1R1Dc law 
•'1 be clotend.Dod iD adftDoe u ch&J'soebla to t he oODtraot. hob a 
c1oo1Dc ocr•• out we onterod iDto oaq attor oortlt1oat1cm liT the 
Sooret&r7 of War or tho SecretarT of tlllo 1&"7, u the - 8a7 \le • 
In euob - the ooatraotor tUod bia ,..._t for a o1oe1Dc ~ 
MDt with the C 1&111-r of IIIWrD&l a.-, &DCl & OOJI'I theroot 
we fUod with tho 1far Dopartact or the la"r)' ~t, u the ouo 
• 'I be, l n orclor to taclll.tate oortl.tioatlon bJ av.oh ~t. It 
oootlcm 4 of B. a. 91122 (76th ColiC., )d ooaa. ) becOMe law, thia 
praotloo of onterlnc iDto c1oelnc acr••nto with roapoot to apooi&l 
equiJ)MDt and facilltleo wUl bo dS.aoOfttiDI*l. 

Sootlon 4 of B. a. 91122 1101114 110d1f7 th1a aiatiDC prutloo liT 
roqairlnc tho horetarT of War or the horetarT of the ....,. 1 u the 
- .aT be, to uterm- iD &ctftnoo wllat porticm of the oo.t of 
tho apooi&l addS. tlonal. oqals-nt &DCl facU1 tloo aball bo borDe liT 
the CO?&~ &DCl ob&rpd qainat the partlC>Ill&r ooetraot. !be 
Sooret&r7 oonoornocl wUl ...SO oortlt1oatlcm u ~ liT nell 
oootloe 4 to the C •aa10110r of Intanlal -.-. hob oortltioa­
tlcm ~d be bhMnc 11p011 tho c 'ea1.0Mr of IDternol a-, 
nbjoot to nob re~t10110 u the Proaiclont a:r preeorlbo. !be 
hooidont baa 1Dctl.oatod thet Treuury approwl of the oortltioatlcm 
wUl be _ .. ..,.. Ill the 1'N&nr7 ~t the clut'f of o....S..,_ 
inc nob oortlf1.oatlon &DCl of roo o d1nc Treuury-ue therecm 
will be porforMd liT a 1'N&nr7 c-itteo o iiJIIlcood of "--~c . 
.._.,..J. Choinul, au-a !. ReUiJ>c, lioo Ch&irw.n, John w. lolrr<lo, 
c. 4. ppo1, &DCl liMn w. Jlartln. UDclor tho ,_ proooclurtl the 
oontraotor •a roq,aoot for a dotorillD&tiOil 'b7 the Sooretar., of War or 
t ho Sooret&r7 ot tho Ia..,., u the ouo a:r bo, ohall bo tUod with 
tho Sooret&r7 of tho ~t ocmeornocl. In orclor to tacilltate 
ootlcm &10111 tho llDoo lDM.catod liT the Prooiclont, i t la .,.....toe! 
that-
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I 
(1) a.ps.. et tM _.,_wr•~.r~ .....U lie 

, __ tit~- ... ,...... o ... .,., .... , 
... 411012, Ia ... ::al .. 1 ... , .... , 

(2) .......... ., - -"fta\Ua ... 
II CtD7 I ll I T ' ( ....... W ll, tM I kwt.iac ,utr), 
t 111t11er wltll a C41f'F et tile ..-..en er )I s t -"'-' 
Pall lie veo..Lt.W ~ te tile allen U_. 

~. 

()) !M Mrt.U!a\Ua ...u 1--- tile .,1 '•' 
~t.te::al u 'z ' ... JMW~-:t nate * tr 
_, _, (er ens-w _,) et 1\111 ~.:;'tile 
,..._._. et ..t. et eMik lt.lll w lie elle I f tM _ ...... -..... ___ , 

(4) A ....utiat.t.111 ...U .n lie qpeu,.. ll, tM !!-·· ~. _,,_11&111 .............. _. •• ' 
V tM Alft I h I\ • I 0 I hut. Ill ..a.s..fa ... 5 ,, 
~tt.e::al tdp ' ... JMW"-- ............ ..... 
..... 11 ~~~1118111JP ... I 5 .. I hW .. 

- .... taa;tl. 

hllM:Ia ~tllll "' ... ·-·· Oelwlt.t.ee :wtu: .. -
..... .. .... .. Iniac • w6, 1IU1 ... 5da -
--*~ t.. es owl • * ss cAl et ... ~ .._.. te 
tile I .... , et 1M fl-•1 ,.._ f l.S• 1IU1 lie tea- 5 f ~ 

.e.~-,... 

(l!z t) 1 ........ ..., "· 

J I• 

ftc 1 nne 
ftc 11 • ...., ., ar. 

00 t o 'fhOIIJ)IOD 

~~-u:t ..... ~ .) ;( Jlt... ~-
~..-tlto.·· ··~.4~fl'...L ..... 

12! 
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l'f811 M, lNO 

Dear llr ..... JatUta 

I aa \aolollac hoi'Wl~ ..,, of a letter 
wbloh I ba,.. ... ,.. .... to tU Sttretarltt 
ot War w Ia~ .. uh!tac for tMa tM Milt 
on whioh •• 1ft pl'lpaN te oooporatt wl~ 
th• to pr.ptq tleu all eatrattt •alae 
wulu tho llae--tr 11 lot. 

Cop7 of tllll lottv la lltlaa .. t to ,.. 
ill ONII' that ,.. eD tat ... tM 1bl1117 
Counoil u to tU pnpor pne_.uo to lit 
tollftt4 1a ru. •ttor. 

t .... tlattnq, 

f-.,I&S I ¢ Jr. 

rr. rnu .. •· .... , .. 1ae, 
StorttiJ')' 
.U't'ltoi'J Ctaoll of latltaal Def•n, 
Deputullt of State, 
la~hLactoa, D.C. 

130 
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Dear Jir, llob7Doldu 

I am 1noloelng her .. ith oop7 ot a letter 
which I haTe addreeeld to t he S.oretarlee 
of \\ar and JlaT)" outllnhg tor thea the bade 
on whloh we are prepared to cooperate with 
thea to proaptq oleu all oaatrut. ooaha 
under the Vinaon-Tl--11 J.ot. 

Cop7 ot thh letter 1e hela.r 11at to rena 
1n order t hat 71111 oea Wol'll the 14T1Hf7 
Council 11 te the proper procedure to he 
followed 1n thh .. tter. 

tour• einoereq, 

, ......... .... :0 · ··'' 
llr. W1111u B. lloiYJllold•, 
Secre tarr, 
!dYleor,r Counoll ot l ati onal Detenae, 
Depar~ent of State, 
I a hington, D. C. 
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TREASURY DEPARTMENT 133 

INTER.OFFICE COMMUNICATION 

JUNU .. 

TO Secretary Jlorgentbau 

llr. Fo1e;y 

For the Secretary ' s ll1!rx 

At a CCIII.!erence beld. in the otrice of JUo. Knudaeo, Ad'fi.eor on IDduatri.al. 

Production tor the CouncU o! National De!enae , at the Federal RMel"ft a.J.J.4-

1Jig on We<lnescl&;y, J\UIO 19, 19401 the f ollowing were present: lleaare . Koudaen, 

!/ilion, lliggers, Fole;y aocl K.adea. 

The ccnterence began about 9•30 in the momins aocl continwocl untU 

1 o 'clock in tbe atternoon. Duriog tbe cooference tbere wu clieeuaaecl in 

ueat cletaU the ..oranclllll of JUo. Fo1e;y to Secretar;y llorpntbell elated Jlme 17 I 

1940 which a\ll:lll&l"1zecl the clralt of June 17, 1940 o! a prcpoaecl aareeunt betlolen 

the Defense Final>ce Corporetioo (a corporation to be ereatecl b;y the Reccnatruc­

tioo F1naDce Corporeti.on uocler Saoator Q].asa • bill ,_ pendl "i: in the s ... ta) 

and ao aviation engine ~· This cira!t agreeaent was rtewecl as a IIO<Ie1 ~ 

teodecl to meet a t;yp1cal aituatioo. 

Nlcleroua altematin proposals tor .f'inanci"i: increased c:apaci t;y for the 

procluction ot ara&lllent 1n connection with tho national cleteMe program were 

ccnsiclerecl ancl there -.. a goocl cleal of 1ntenain clebete aa the grollp ,..nt 

through tho ...., processes of reaacains a.s the Treaaur;y representatiw a bad 

before tbe;y went to the conference. 

1lhen the conference o.dJOilmecl nothing bad beeo cleciclecl cletinitel;r abollt 

the proposal embocliecl in the memol'Qlldum ot J\UI8 171 19401 w1 t.'l the e:<eeptiOD 

that i t wu tbougllt tbat the remecl;y o! the Defeoae Finance Corporetion in the 

case or aclclitiona to exiati"i: bn!ldlosa or the purcbase of •ch1ner7 abolllcl be 

reatrictecl to clemolition of tba acldit ioJUI or repoaaeuion of the achineey in 

the nent o£ a cletault on the loao dwo to cancellation of orclere 1 in the eYent 

tbat the c&nllfactllring coapa.lO' did not conft)" the propert;y to the Defense 

Fioance Corporation 1JI the uta!actioo of a loa.o. 

After HelaOD anc1 l'ole;y ret \U"Decc to the Treaallr)" 1 the;y reported whet trana­

pired to Secretar;y llorgentbau 'IIIIo imitecl th• to take 1UDOh with b.1a ancl 

llr. Knudsen. llllring the 11lDc:"-on there was a pneral diacuallion of whet bad 

taken place clllr1ns the lOOming. 

f.jl .1< 
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TREASURY DEPARTMENT 
.:.33 

INTER-oFFICE COMMU NICATION 

TO Sec.ret.ar.r llorgentbau 

llr. Fole;r 

For the Sec.ret.aq•s Diaq 

At a conference held in the office of llr. Knudeen, .t.dn.oor on !Diiuatri&l 

Froduct.ion fCir the Council of National De!e1111e, at the Fe<lereJ. Reserve !W.ldinr; 

on Wednes<ll,y, June 19, 1940, the follcw1ng nre preeent1 lleasre . JCnudaen, 

s.ton, lliggens, Foley ancl !Cades &Del loleaara . llotchld.u, Gorclon ancl f'1.nlq or 

tho l'irir;llt Aeronautical Corporation. 

lleesrs. Fole;r &Del !adea were requeatecl b)' llr. Knudsen to a ttencl th1a c~ 

t erence at 5 o ' clock in the a.rtemoon, the c:on!erenee ba9i.Dr; been procMcl1nr; 

!or severe.l hours . When they arr1n cl llr. Knudsen at.ated t bat the repreaenta.­

thea of Wriabt Ael'Oft&utical Corporation objected to the option 1n the dra1't 

agreaent which permitted the Goftra:leDt to pu-chue toola, jige &Del cl1ea 

!1nanced thereuncler f or Sl.OO. He asked Ur. Fo1e:r to juetity- thio pr orlaion. 

!lr. Fole;r stated tbat he thour;ht l!r. Nelson would be best qualitied to clo this 

in viw o! the !act tbat it waa at his suueat.ion tbat the opt1oo bact been ~ 

eluded in tbe clra!t ar;reement. Kr. KlNclaen telepbonecl llr. Nelson, expJa<n<ng 

t.he objecti on of Wrir;llt Aeronautical Corporation to the opti on and after acme 

discueaion, ttr. Xmadaan &MOunced tbat llr. hlaon qreecl to the eJ1m1nat1on o! 

the paragraph. 

)l(r. !liigers then cl1ctoted a • ..,.,...,. of wbat bact been agreecl upon at t bo 

ccnterenos, a cow ot which is attocbecl hereto. llr. Knudsen also baDd.ct 

J.!r, Foley a cow ot a letter 'llhich he atotecl he bact obtainecl fr<a Mr. Jeaae 

Jones. The last paragraph or the latter -.s stricken througb in pencil as 

it is on the cow attacbecl b)' wr. KlNclaen. 

011 h1a way h .... llr. Foley stopped off a t the Secretar:r' • bauae about 

7•20 F. ll. and reportecl tbat general agreecant bact been reachecl b)' ltlmd.een, 

Jonoa and 'll'rir;llt Aeronautical &Del ever.rthinc was proceedinr; aatistactoril;r. 

The Secretor;r expressed pleasure and aaid that he would telephollll llr. Knudsen 

and conuatulete hill on Ilia pror;resa. 

f.u.;f.. 
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.J-. 19, 1940 

Stepe agrMd. upon in contarenoe nth eurt.1a~r1&ht Corpo­

ration• 

1. Curli.a~ to fara aaparate Corporati.on for ,.. plant. 

2. C'olrUa~ to ,.coUata nth the a.r.c. f or ~ to 
OO'fU' -t of plant ud ~~ 1A a.ordii.Doe utb 
~ ter. OllltJJ.n.cl in llr • .,. ... JoaN ' letter o1' 
luDa 19. 

3o U the ~ ccmtr&ot 1.a ~tacl or cencell..t 
before tbe ~ bu 'bHn pe14 in Nl., a fair -.rica~ 
nl,.. o1' tbe plant a t Ulat tiM 11111 be dete.m.-1 b7 
the R. I.' .c. n.bjeot to the apprcm1 of the Preeident ud 
eurt.1as-Wrigbt 11111 ba.,. the optiOil of aoquirin& the 
plant at that ftluat1on or aurrea>dotrin& the pam to the 
R.r.c. In either oue the R.r.o. 11111 ba.,. no 1'Urtber 
cla1a apinet the Corporat ion nth reapeot to tbe JOOrt.-&•• 

4. 'l'be claUM rep.rdiAg aal.e o1' tool& to tbe R.F .c. at 
Ml'lnal price after ~tica of cCDtr&ot ud ~~ 
of .ortp&e, 1a .-1 ftC!. 

s. ~ w11l ..,otiete ..,rkin& capital. ~ nth 
tbe R.I.' . c. <ncJwt< nc te,_ of interlat ud re...,-t• 

6. 1lben aat1.ataotol7 jlll"CC91.a1 CD 1a Mile for all tbe abcml 
tim.Dcial ~. Curli.aa-l'rilbt w111 neeot1.ate 
C<llltr&ct with tbe War Dep&l'WIIt. 

Regraded Unclassified



137 

,... 19, 1940 

Dear Jlr, !ClludMDI 

lA order to -.ut the Uld.t.cl Statea ao.w-m ill ita llatioaAl n.­
teDie ProgNa, the ReooaetnactiOD ""- eorpor.Uoo u w1ll.1Dc to lAnd tbe 

earu.ee ~ .t.1tw&!t eorpor.t1oll, or & aube1.di.ar7 to be o1'8&Diaecl, ..­

aad operet.cl b7 it, tbe ooet of a plult 111111 the _..,. ecaai,....t, illcl.lldill& 

coat of tbe e1te, havilla & oapao1t7 to MDUt&oture •onpeu;r DOt leu t.a.o 6oOO 

biP..peed rad1&l &1rplADe ~~~>tore of approz1Mtel7 1m borMpowu, tbe ooet 

of 11bich pl&ll\ and eqWJ •t DOt to e-.1 $28,000,000, !'be lo&D to be at 4$ 

111\ereat, •t111'1111 on or before e18bt :rwan and to be -u.ud at the rate ot 

$600.00 per ..,tor, u tile 111>tore are ~ and aold. A eoDditiOD to 

ouch a lo&D w1ll be tbet tbe Cort.taa 1rr1.cbt ~V ba.,. a ooat.raot or ooat.reota 

!or mnd•nc and •eJHoc to tbe ~t.cl Statee ~. or otber parolluere 

acceptable to tbe RJ'C, & n!!1c1eot maller of tbeM ...tore to ,tut11)- tbe RJ'C 

Mk11ll tbe lo&D. 

Dl Oa.pltillc 1te pro!1t tbe ~r a!W.l not illolade 11Z17 profit 

011 tbe pl&ll\ and eqv.ipMDt imwatMat or tbeir 8111>rtiu.tiOGo 

Tile eorpor.tioo u abo w1ll.1Dc to 1.-d tbe -.r:aotarer up to 

$22,000,000 tor wortr:1.Jic oapit&l with wbioh to ba;r Mtel'i.aa and MDI!Aoture tbe 

.otoN, 'ftl.t. lo&D to be repaid u tbe ...tore are ao14 and deliftred and to bear 

&D 111\enat rete to be acned 1IPOil !rca u.. to u.. u tbe _,. .t. ~. 

but not 110re tb&D 4$ per --. 

Sboald tbe plult ~ idle ~ ce_-Jl•tioD of OrdeN or tbe 

ooaplat1oo ot orders before 1t bu been paid 1br, tbe -=f&otarer aball baYa 

tbe richt to a recbaot1oo Oil tbe Wlp&1d be' '"01 ot tbe illda'btecllllla dna &&&1Dat 

tbe pl&ot to 'tlr1ll& tile illdl-btadnau to tbe lair arlaat ftlDol of tbe propart,. at 

tbet tlJoe, but U7 llaoh recbaoti.clll, 1f &p'MCl to, .at be &pplOOed i:lr tbe J'rM1-

deJlt ot tbe Uld.ted States. 

8cDoable Willie Se br1 • 

Al:toia017 c-< •eta \o tbe 
ConM\1 ot latiaoal. Dat­
~ Baeenw JJedld1nl 

~.D.c. 
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THE ADVISORY COMMISSION TO THE COUNCIL Of NATIONAL DEFENSE 
FEDERAL RESERVE BUILDING 

WASHINGTON. D. C. 

111 4e&r llr. lec«\a.J71 

I ba99 Jut recel..-.4 pv h\hr ef \o4q trual\­

Uac a oow of JOU ht\er of 1- ~. \o \IM leore\a.J7 

ot u .. JM7 &114 u.. leare\a.J7 &t 11ar, aUlu .. tile 

prooe4are l.a -oU• wt.\h oea\...-e laftln&c ~ 

Uao-'"'' --.lu' Aot. 

Oo.-looloa1e o\&tf. 

' 
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TREASURY DEPARTMENT 

INTIE" ..OFJriCit CO ... MUNICATION 

DATil JUN a 5 ,_ 

For tbe Stcr!S!n' • ot•a 

At a cca1'erence b&l4 in Ill'. Folq'a ott1oe traa Stl5 tD 6 t4S CD 

llonday, June 24, tbBre wre preaeDta MN8J'II. c . B. .&.sa. (Ail' a.clactiCD 

Coz:ap&l\7) ancl Volney Forsytll (Sol~ Prooeaa CmP'V) and rr.d llo EatCD, 

all of tbe .l.d'rl.a017 c-• .. 1on of the C.,.mc1l of llatioaal Detenae, and 

lleosra. Fola;r and Kadaa . 

Tbe aubJect attar of tbe oon~ aa the law and the resuJati.clm 

relAtiTe tD cloopreo1&t1Cil de<luctiona under the inoCIOOI tax law and tb8 

VinoCD-rra.all Act. Ill'. Fole;r nplo1 ned in deta1l. wbat ooul.d be ~ 

anc1 wb&t could. DOt be ~. and nateo:t the b18toz7 of tb8 apM1&l -us­

tioo alloanoaa per'J11tteo:l II)' tbe ~ .lot of 1918. He raterN<I to the 

Couena eo-ittM and tbe l(re c-ittH both of *1cb ba4 n- •-·l;r -
cleme4 tbe tbeor7 of pel'llll. ttin& UJ:T loea to be dotdw:teo:l for ftl» in - of 

a plant cOo8tNc:teo:t c1ur1.nc a preparednau prosru or a .r. 

llr, .l.d&u had to leave becauae of a prenoua appointment in the lliddU 

A tbe dioCNIIaion, It .a dec1<1ed attar be lett tbet tbe .ldrlao17 eo.­

aoion 1IOul4 draft a _,rum. aatting forth ita 'fi- oo tb8 allbJact and 

uld aullm.t tboaa 'fi- to tb8 Treaaur;r, and the Treuur;r would etwb' 

W. .... rs~~~~ua eia1l .. _l;r with ita atwb' of a ..., ucaaa protita tax. 

llr. Fola;r •xpl•<ned tbet q~Matiaaa of tax poliOT and la11alatioo wre 

detanainacl by tbe Office of tbe .l.aai.tant Sacretar;r in charp of tbe 

!Iareau of Intamal a-, \IDdar direction of tbe Saoretar;r, and DOt 1'7 

tbe Ottica of tb8 0..1'11 c-l.J and turtb8r tbet wbat tb8 .l.d'rl.a017 eo.­

lliaeion '• repreaentati .... aa.-d tD b&Ya in .ulll raqu1red a re'fiaioo of a:c1&\-

1Da lal1&lation. 
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RE COFFEE 

Preeent: 

Vh1te: 

H.M.Jr: 

Mr. White 
Mr. Hanun 
Mr. J'Ole)' 
Mr. Boll 
Mr. Viner 

JWlO ~~ 191io 
21)0 p.a. 

ne ooftee producer• ha'l'o been aoeti.Jig 
tor eoao t1ae 1n an at~eiiP~ to eeo if the)' 
oan oo• to an agreeaant wi~h rupeot w, 
(A) ooffee production, and (B) the allooaUon 
of the market. Hartng loet the European 
M&rket, vbioh aoooun~ed tor a eubetantial 
portion of t heir total ooffee ealee, their 
poe1tion ie 110re aoute than tormerlr and 
vbereae ther haYe tried toraerl y to get 
together, tho)' haYe been Wlable to do eo, 
but they bopo that Wlder the preeeure of 
the preeont aoute situation, the)' aar get 
together. 

Nov, then, aner ·haYing dooide4 on the 
allocation of tho Aaerioan aarkot IJIODS . 
themi81Yee , the)' are afraid t hat if the)' 
were to put that 1nto efteot it aer mean 
a riee in the prioe of ooftoe. That ie, 
ther are not atra1d, the)' bope that it 
will moan a rioe in the prioo of coffee, 
and tho)' are afraid that with that riH 
1D tho prioo of oottoe, Atrio&D ooffeo, 
'lllh1oh nov oonot1tutee 1111 thaD half of 
our i.porte, aar ooae in in euoh qu&ntiti ee 
•• w depr1Yo th• of eo• of the -.rkot 
tbo7 bope to get and &leo pronnt the 
pr1oo trom rio1ng 1n the war 1D vbioh 
the)' would like to oee it. 

Io Atr1oan coffee blaalt ooffoo' 
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Hlllii8Dl 

R. M.Jr! 

Vhlhl 

H.M.Jr: 

Vhlte: 

H.K.Jr: 

Haneen: 

roler: 

Han18n: 

Vbite: 

- 2 -

l!o11e of 1t 11 robuat. n 4oeaa 't bleD4 
nrr wel.l. 

Juet for ttw reoord, 4o JOU re•aber wbaD 
we f1ret etarted hlkhg about the Coloab1an 
CS.bt aa4 all Chat and I .a. tbe •uae•Uon 
that one of ttw thlDI• tb11 Borth all4 l!outh 
AMrioaD tb1ng ahould do would be to aak• a 
loan to ttw four or t1TI aountriu that had 
oottu 1n order to etab1lhe U aDd one of 
you gentlemen brougbt to 117 attention that 
Co11ombla bad fallen ott 4- or 5¢ and what 1t 
meant to thea. I think a oaat meant a 
111111on dollars 1n their export. 

I ea1d oottee 414n1t tall 1n J)r1oe an4 JOU 
ea1d that 1t had and 1t vae Coloab1an 
oott•• that had fallen and WI were telk1ng 
about Bradllan. 

I told JOU a long t111e aso. I don 1 t ..-mber 
the11 th1nge troll da7 to day 1lban I aa rigbt. 
The J)01nt thAt I •• getting at , tro11 that 
day to th11, 'llh1oh 11 thru aonthl, nothing 
bae been done , I take it. 

!lo, noth1ft8. How long h thh oonteraaoet 

U val la1t week. 

Well now, 1xpla1D thll to •, gentl1aen. 
Ie tb1e going to be - what foraulat Ie 
tb11 a oartel of ttw ooftu produo1ng 
oountriu of l!outh .AIIerioat llbo gou 
1nto that, Bra&11, Oolombiat 

rourteen oountri••· 

!bat i1 all of thea, i1n 1t 1tt 

.U.Oet. 

All4 they are solAir t o haTI on1 oentral 
ealu agenoy baret 

I don't th1nk eo. I tb1nk all they are 
doing 11 agreeing on an export 11a1tat1on 
to the UJ~1te4 Statu. 
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R.li.Jr: 

rute: 

H.M.Jr: 

White: 

H.X.Jr : 

Whl.te: 

l'ole71 

- 3 - 145 

the tiret th1Dg, if I a&7 &aka tbe euggeetion, 
tbe7 oucbt to baYe a UniYereal fra41q 0oiiP&D)'. 

Vell, that ie the cl1reot1on -.blob I tboi&Sbt 
I would like to ••• 70u &Ye 1D, beoaue that 
1e 1D line with tbe preYioue cl1eouee10D 111hioh 
would take not oD17 - not oD17 tor the purpoee 
ot selling in th1e •arket 111h1oh we are 
intereeted in probabl7 in an entirel7 different 
cl1reot1on than the7 are - we are intereete4 1D 

gettiq out oorree at the lowest price - wt 
rather i n t he 8&rketing ot their 1urplua orop 
eleevhere. That 11 vh7 w want t hea to ban 
one unit . 

Vell, the7 ougbt to haYe a Uninreal 'l'ra41DS 
Oompan7 here whloh il honeetl7 run and then 
l et ue know from the ineide what il going on 
and the whole weineee. Did it take that trendt 

Very detinitelJ. In taot~ the motion Wloh 
vae pa1ead thie morning at t he ExeeutiYe 
OouHtee aeeting proY1de4 t or - proY14e4 that 
a United Statee repreeentatiYe be naae4 an 
ottioial or the oomaittee on the ba1ie that 
we, ae the great oon1U81ng nation, oucbt to 
haYe a definite band 1D the allocation ot 
q11otae and in the aarketiq or the orop, wt 
nothing wae ea1d 7et or th.. taking up the 
other tunot1one 111h1oh the Uninr1al Tl'll41ng 
OoapaDJ would take. That ie 1D atteaptiq 
t o aalte deale with foreign oountr111, .wape, 
or barter and eo on. 

I -•t eYen goiq that tar. What I WU 

th1Dk1DC of wae 111hat a beautiful Job UA1Yereal 
cUd on tung oU, the wa7 1t kept the pr1oe 
down. 1. P. Clhen alw&J• had 10 thouean4 ton e 
o f tung oil on hand eo he ooul4 teed 1t to 
tha aarket. Be wae al 1f&7• .. nug to the 
•arket. 

Hie probl• wae cl1tterent. Hie probl• there, 
th- wae a IJ'Iat eoaroit7 of tung oil. 

Be had a 110rld aonopolJ . theee fellow are 
atra14 or tha Urioan eupplJ. 
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Well, these people will haYe oerta1nlJ , a• 
far as thie Hemiephere ie concerned, a 
.anopolr and I don't knov in vhioh part of 
South Mrica the thing hae grovn but it 
certainlJ oould be found out, vhc controls 
it. 

HarrJ, hov does this progru fit into the 
other pr ogram ve haYe been diecuaeing on 
the whole South American --

That vae a good question. It vas the YerJ 
one that vaa raised t his morning. 8ollle of 
us telt t hat this should be a part of that 
larger program or if it veren 1t taken b7 
itself, t hat we were going to get nothing 
but dieadvantages of it. 

Can it be taken b7 itself and then later 
fit 1nto t hat program! 

'i.'hat ie vhat 1e contemplated. 

Except you giYe up moat of your bargaining 
power vith Bra~il b7 taking it up by itself. 

:.46 

That ie exaotlJ what I eaid t hie morning, but 
it vaa countered v1th the statement that the 
thi~ vas an •as of 1 arrangement. They could 
atop it at anr moment if t her are not able to 
get additional arrangement• and the deeieion 
that vaa Clllde thia morning vas not def1n1tiYe. 
It vae merel7 that if the:r malta an arrange~~ent 
~ thie OoYernment tinda eatiafactory, then 
thie OoYemment will look v1th arapatb)' upon 
it and v1ll attempt to get nev legislation 
if new l egialation ie required to juetitJ 
the impoa1tion of quota• here, beoauae ther 
don ' t vant to impoee quotae here under the 
trade agree~~ent program. The State Depart~~ent 
eeeme oppoeed to it. 8o the7 are hoping b7 
that t1•e a larger progra.m v1ll be ude olear. 

In the interim, the Latin Aaerioan countries, 
and there are 14 of them, v1.ll eee that the 
United Statee ie v1ll1ng to go - cooperate 
with them in eomething in vhich 1t haa an 
adYeree intereet and eo they are hoping that 
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~' poUD4'110l'k 11111 ..U poaelbl.a 
ooU.'boraUoa on 11bad &114 oom 11114 

ooUoa, •'o. Bll' U 1a DO' 1111 aaauoe4 

tao' 'ha' 'ha' w1ll ba ao, 11114 'ha' auu 
rJ dne • probl.ea. n alao J'J taa a 

probl. .. 'ba' b7 ov 18poalal - a141JJC ~ 
1D 1Jip0el1J.8 a qaoh we are leanac 'hat 
group '111 th oottaa Yh1oh ~)' oan tbaa 
attor4 t o .. n at 4uap1Dg prla .. i n Europe. 

'fo us. 

AD4 t:be queet1oa u 'o W.' ,_. ~)' 
11111 8Blta w1 ~ ~ell' oottee 1a •o•'h1DI 'ba' va aN YUall)' 1D,BJ' .. h4 1D. 

I ~' )'011 were 8'01JIC to Ba)' 'hB)' 
'110u14 M ll U a' 41UIP1DC pJ'loae to 
Ill'. Yallaoe. 

'fha' 1e al110 ,nae. 
U '110111.4 be 11111lar ~ larpr progru. 

Xa7 I Ba)' heN DOW - U I aa14, I VaB a 

YeJ')' goo4 bo)' 'he o~er 4a)'. :r up' <lll1•' aD4 eo to~ 11114 eo oa beoau•• 
we vera e1181ad1JIC a lo' ot 'he entt 
I 414D1' WilDt. I haYa DeYBJ' eaaa a _.. 
halt bake4 or 1a .. well 'holagh' IP'O'IIP 'haD 
~)' baYB OYBJ' ~N. U 1e Ju•' 11Dba118Yabl.e. 

I ~ 110 ODB wou14 41B&grM v1 ~ JOU OD 

~'· :r 'h111k 'here 1a a ~Nat 4eal ot 
41tteJ'IIIIoa ot op1D1oa, ot ooatue1oa. 

:r Mllll, 'he a1&a ot 'he ~· ADd let • 
Ju' ealars- ap1D - :r oYartaear4 - :r -14a 't 
help u. ~ 1e YeJ')' aoh lil 'he rooa. 
Ill'. Yal18oe tal"'lecl to Walle• atter Cab1aet 
aD4 ea14, 'BJ ~ "7• laaer, W.' 1a all. 
\hla atatt :r Me 1a the JNIP81' about wrt &~~1DC 
~ to loath .a..noa u po4 wUl u'buu4ort 
:r '110111.4 like to talk to 7011• :r 4oa 't IIJiov 

wba' l''• all. abou,.• ea.Der aal4, ·~. 
I v1ll be glll4 to talk to 7011· 1 'fo eeD4 
Wall-Me 4owil to ..a a lo' ot •'-'-'• 
aa4 tllea OOUU the 0oYe-t UtU ¥8 Dow 
wbeN w are at, :r th1Jik U 1a ternlll.e. 
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You are 100% right 1n saying thllt the d1eouss1on 

d1dn 't get an;ywbere, but there were llla.QJ there 
who ea1d that. The onl7 th1ng 1e that the7 
are rushing the thi.ng ott 1ta teet, and the 
only point that I took 1t we were interested 
in doing was to have some powers vb1oh were 
broad enough eo that as t1me - as we haYs 
time, something could be worked up. 

I was going on the theor:r that the good enee 
ot Coqrreaa and the Aaerioan people and so• 
ot the p eople 1n the A4m1nietration would 
work 1t out , but ot all the wool7 plane, 
that 1e a pip. 

It isn't eo suoh wool7, Kr. Secretary, a s it 
1a that 1t has some reperoute1ona and has 
ramifications vb1oh are so profound. 

Ae long ae 7ou are aware ot it, okaJ. I 
oan't argue with 70u. 

I think it 1e eate t o ea:r that II&DJ others 
were aware ot 1t. 

Vh;r d1d the7 leave Mordeoa1 E~ekiel out 
ot it laet timet I wae d1eappo1nted. I 
would Hke to get into a row with him. 

I don't know. He kind ot overe1mplit1ee 
this problem and I think that 11 - I 
would or1t1oir.e him tor that. I think he 
ignoree a lot ot the real administrative 
and pol1t1oal d1ttioultiea that stand 1n 
the taoe ot &n7 such program ae he would 
like to tee. 

Do JOU want an;rthing ehe trom Bell and me 
toda;rt 

I wanted to know whether - it is a little late 
to uk tor approval, it paned thit 110ming, 
'bllt it paned in euoh general t erma that I 

knew :rou wouldn't have an:r obJections. Vhen 
the7 co .. baok with the program, t h ere will 

be a chance to do it. 

I¥ JOU rai .. the thing &bout --
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I 111148 a eoU011 w that etteot, u4 u wu 
acr•ect o11 that t. 110ul4 pt 111 W.oh wUh 
tbo•• two o11 8111 aauer• that ware aeo••eaJT· 

!4! 
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DEPARTMENT OF STATE 

WASHINOTOH 

!be leoretarT of ltate preeenta h1a ~11aenta 

to \he Honorable the horetarT ot the 'freaeuJT aD4 

enoloell oop1ee of a note 4ate4 .Jwse eo. l!HO troa 

' the !ul1tlllh Aab .. ..aor at Yaabiqtoa. toge\her wUh 

a oow of the enololllll'e reoe1't'M therewith. a letter 

a44reaee4 bT the U~ 0..&ro1al .AceDOT OD .r.&ne 1'1 t 

1G40 to the fl&r!UIIh 111n1ater. recard!DC the pv.roha .. 

ot ao.ooo ouaoee ot cold tor aooouat of the U~ 

"' laUoDal Balik. 
b horetarT of It ate would be gb4 to reoe1 Ye 

a wggeenoa ae to the re~ to be aade to the -

WDS.oaUoa of tbe 'fl&r!Ueh AabaeeaAor. 
' ... 

0 

&aolOA.NI 

rroa 'fllrk1eh Aab .. aaAor • 
.Jwae eo. 1e..o. 

150 
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. 
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..,..,. ....... --- ...... - w ..... 

a1rJ ., 
0 .......................... ___ 0 

... aJ tM I 1- I 0 7 ' aa ..... 

1M lx10• ,._..,.r ..... '* .....-

I --:~!--•*'' ans.'-'' .. ~ ....... 
~ ~~ ... ., rt , ... , u•. 

5 ~~~ ., M:!-- .. • 
1M ' rN• •- 1 r, e1 ...._ "'n ,~..,. •• , ..... c. 
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22e Veat 28th street 
lev York, I. Yo Ob1oker1ng 6-0778 

!urk111h .Uba .. ador 
!urkieh lllba&&7 
Vaeh1ngton, D. 0. 

IUe lxoellenorl 

Oable Addreaa eo..z.khall• 

June 17, 19~ 
Our a.fl 1023 

leYeral oablea were exchanged between Banke K1llie 

and the lat1onal 01t7 Bank in oonneoUon Y1th the pur­

oha .. of gold. I reoe1 Yed a cable todq troa Banke 

K1ll1e wherein the7 referred to •information regarding 

prooedure being aent to Afghan Legation; aleo urgent 

to approach ~.rk1eh lllba .. 1 in Vaah1ngton D. o. to 

negotiate 60,000 ounoea of gold.' 

For Your lxoellenor'• intoraation, I aa aure B1e 

lxoellenor, the Afghan K1n1ater in Pari• oo811UD1oated 

and arranged Y1th the Aaerioan labaeer there and the 

.Uer1oan lllba .. 7 agreed that n oan bu7 eo,ooo ouno .. 

of gold for the Afghan laUonal Bank ' • aooount. I 

llhall be Yer, gratefUl to rou 1f Your Exoellenor Y1ll 

get 1n touoh vi th the Federal Reeene Bank through the 

State Departaent and aake th1e arrangeaent for ue. We 

Y1ll PA1 the ooat in Aller1oan dollar&. 

Aaauring rou of -r einoere appreo1ation of rour 

k1nd cooperation, and Y1th all good v1ehee, I aa, 

'fe17 trul7 r oura, 

AJ'<IIWI OOHMEROUL AG&Not 

DI:RJ 
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111'1 

I ban u.. ~ to npon tbat \U Jll .... tor ~ ...,.,.,. 

ot ~~ IMit etl ....U laM ...._...w tM &oob...,.. ~ tM Mroq 

to oUOoia ,.,_, ot wo a11..a .... oln& tl'oe tM .... 7nMoo 

o I\&11- llai'O _.. ~ oa tlaoll' W1ar __ , wl\b U.. Glaaoo 

WaUoaal IMit ~ ._ Tolk Ol'T• 
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Boo bl'Uoltoo ~ U.. Juco haoo1 o Itall- 1a lio 4a .r-11'0 

.u Jah1a ban tallY....& to ~· IMit ~ -....u -... leo. ----

1)0.6P/ lo65 ..... 171-127/926. 1a u.. _ .. ~ v •••• JJ'.Iao ..... 

t2.250.00, ... .-u~ . ._ oa u.. au.. JaUou.liMit 

ot Wow Tolk. tuoo .....-. .... 1a ,.,._, ~ JO per _, ~ 

ottiolal neh=np }IIIZ'Citaoo4 llr U.. .... J'I'OMol o IhJ 1•o 

tor tlto __ , ~ tba IMit ~ ~. 

n- ..-...... wl~ u.. trn.ur »o,er-t to atllorlM 

tllo Clbaeo WaU-.1 ..at ~ Jew Tolk to boaOI' \bo aloOYo -uoao& ..... 
Wal tor J. Doaaal~, 
o-ralal At...._ 
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lt. r.U• 

-·--- STRI CTLY CON FID ENT IAL 

lt. wq ' stta tel s' 1 1 
• d J ,,..._ *• -"-.,.lie W 

,_, ...... " .......... ,._ .......... ft llll ............. ...... ..... . 

. • , - · .lbtt ...... ., ... ....... ....,. - .. .. .... , ........ ,... ., 

IU 1oM Oil ,_ la ... IM .. Ule I t W/1 tile ...... ..... r'n ...... . 

woo ..................... w .... Ia Pla .. - ......... ., ... ...... -u. 
a..t1111 eao,_aua, ._ ,..-, ate - w ,.. tw '' 1 •~• ,. • sst &a ..,.. ... 
117 ,,_ , ......... u. nl• .............. t111ll, ...... ., ,._ ..,.... 

oonh Uw la II• left, W ._, ... a •••• ..... ,._ N ,._ ltr • ._1.,.. ., 

llle 1oM Ill ,_ d ._._, rrt' rt• ... tide 14 I W/1 ....... ,_ Ule 

lpttlal 'II t Ill tile lrrtr W/1 ,._, ... .....-z..ua ........ w _... .. 

IU ll-M. II- .. e....,..., ...... Ua ...... tllet ltr, .. r'aU W 

tlrMIIT lalloa tUn ....... wltll tile lP--.a Ill N lrrtr ..... '-*• 

'* }•15 t ttl ut 
1 

..,. ..... '-"-"• ts • · '*'•· 1n-.. ue 
... ... ftr 13' 1 1 ldlte, I MU U. .... I ,_.. IMlllWl-.r tide .....U. . 

. _. . .. pahUfttll' U.t 1 ........ , w ....U ..,... ,_ lnt..t~ _...., .... 

tat-Ileal,~ .... '""-· 
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PABAPJDWII !# m- A• U:C&lt&b 

10.1 

.TilDe 24, 11140, 10 p.a. 
JIO I J) ll13'P, &• a. 1 2"1'tJl. 

rcll !D 'fJli.UtlllY ISPAJl!Bft JBCII XAI &A&. 

Reference 11 aa41 to 'elesr .. ot .TIUle eL, 3 p .a., 

Ho. 52 troa the Kabae-r. 

I report below an 1no141nt whioh Carigael told ae 

todq - u a e1de Upt on the preeeat tantuUo 11ta&Uoaa 

'l'he Undor Go•ernor ot the Bank ot hanoe, Bo1eanger, 

vu perm1tto4 to go thl'oup the Gel'll&D 111l .. to eoae po1at 

eouth ot Chatel GGToa. hoa thero he telepboud thie 

110rn1Ag to Go•eraor Po'CU'D1er hero at :S.rde&lllt. !wo 4&T• 

aco, Bo11anger ea1d, he had arranged to .. nd a traolr. to 

eo .. polllt ( t) oocrQp1od terrltor'f, 1ll reepon .. to an 'lll'Sellt 

deaand tor b&Dir. not... Be had boon worr1od u '• tho 

eatet:r ot the ~olr. IIJltU the Geraau arr1•o4 and ottoro4 

to help. A Gel'll&D a111t&r'7 ecoon vu tvnilhld tor 

the eh1paent , whioh arr1•od eatel:r d lte 41eUaaUoa. 

'l'he 11n41r Go••r•r aleo repoMea tha' d Chatel 

Gu;roa while the Bank wu burning lte nohe the Geraaae 

arrho4, and aa4l the •11881•Uoa to h1JI tha' be ehould 

DOt bother 4o1q tllat, lao ,.. aerel;r wutlq hie Uao. 

'fodq 
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l Si 

fodq fH11JIC epSu' UlO lrUleh 1& l'Dn111C h1Ctl 

•' tha Balik of J'n.DH, 

:PreparaUou aro boiiiC aa4e tor tho Clcrnl'Dor aa4 11.1a 

atatt to lean 111 the uxt 4a7 or two 111 'h the Gonnaea' 

tor Olor.ont rorraaa or 'heroabouta. laak ao'o• aa4 roeor4a 

aro lllroed)- bei.llg .. at ou' of lor4oax. 

b1ogreph aoaq uaaotora 111~ J'raaoo aro 1111oool'bla, 

111 rtw of tlM proaan' ooatuo1oa, 

DD 11Z8••a. • 

. 
• 

!J 
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AMERICAN Ei.lBASSY 

BORDEAUX 

35 

TELEGRAM SENT 

FOR NATTHEWS FROM COCHRAN, 

ORAY 

JunE 24, 1940 

noon 

REfErEncE your No , 64 1 JunE 22, 2 ~ .m . 

157 

FrEE markEt ratE for sttrling this morning opEnEd 

3, 68, at 11 a , m, 3 , 67. FrEnoh frano not quotEd in frEE 

marktt aino t JunE 17. Last actual quotE 0 0209- l/2 

mid-morning, JunE 10. From tha t timt up to closE of 

bua1ntss JunE 15 franc quotEd only nominally in frEE 

MarkEt, During that pEriod low , 0198- l/2 JunE 10 

high . 0218-1/2 JunE 11. 

EA :HF :LI'i'll 

HULL 
(BF) 
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Stcr ttnry of Sta tE, 

Viaah1ng'.nn . 

643, twmty-fourth. 

PlAIN 

OSLO 

DatEd JunE 241 1940 

Rto ' d 4 no p. m. 

158 

B cnnct~s ~ravtl Bureau, Oslo, rEqutata licEnsE from 

Trtaaury tr~nsftr $4, 400 from National City Bank, NEW York 
,. 

te Nord1ek REistburEau, Gotcborg, SwEdEn for usE paymtnt 

tickEts AmErican cvacutES from Norway. NorgEs Bank haa 

authorizEd Christiani a Bank Krtditkasst in whoa£ namE 

account hEld disposE amount this manntro 

PRESTON 

NPL 
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Secretary of State, 

•,;ashington. 

150, Twtntyfourth. 

PLAI!i 

Ottawa 

DatEd June 24, 1940 

REc 1 d 1 :50 a , m,, 25th, 

In today 1 s budget speech ~. Ralston revealed that nDt­

withstan •. n£ a total revenue of over 562, 000, 000 during the 

fiscal ye ~r 1939-40 thE government hud inct~rtd an overall 

deficit of over 118, 000, 000 dollcrs ov1ing largEly to special 

1•sr cxpcndi turts approximu tc ly eQualling this total d tfici t . 

In his budget fot•Eca st for 1940- 41 aggr egate t xptndlturcs 

arc cstioo t ed at. l , H.e , ooo, ooo plus 150 to 20o, ooo, ooo ex t r a 

for which recent ~cw commitment made , ~otal revenuE tsti-

r.:Htd at 650, 000, 000. D.:f!cit cstit~tEd .. t about 500, 000, 000 

plus en l.ndttEr~rin9. t£ amount which l'lllY easily bring that 

deficit up to 700, 000, 000. 

oudgct resolutions provide for a wa~ exchangE tax of 

10~ to bt imposed on the value for duty purposes of r.ll 

imports frEE and dutiabl E cxcr.pt those products entered 

under the Br itish prtftrtntial t urin·. Thi s tax will b t 

subject to drawb~ck for expor t as in thr. casr. of customs 

dutiu , I ts purposE is described r.s "un exchange tax and 

not ~ protectivE duty" . 

Other major chang£3 include heavily Increased excise 

taxes 

Regraded Unclassified



-2- 6150, Tucntyfourth, from Ottn.wa . 

·~1 _o 

t~xc s on salts of both foreign and domestic automobiles 

r anging from 10% on 700 dollars value up to eo% on value 

exceeding 1200 dol lars ; new notional defEnSE income t axEs 

of ~ fla t 2 ~ on sol3rits of over ~600 for single pErsons 

~nd of over Cl200 for m~rriEd pcroons; excess profits tax 

r~laed to 75~; ~nd hE~vy increases in personal incomE taxes 

in all br ackets; tax on tires and tubes increased to fivE 

cents per pound ; nEw 10% tax on phonogra~, cameras, 

rnd ios ani radio tubes ; nE~ t en cents a pound tax on raw 

ltaf tobacco; tax on cigarette papers and tubes increased 

from two cents to f ivE cEnts pEr hundrr.d; manufacturEd 

tobacco tax incrtasEd from tv·cnty fiv& to thir ty fivE cents 

pe r pound; cigarEttE tax increasEd from fivE dollars to 

six dollars per thousand , 

tn his budgEt spEech Ar , Rolston refErring to lOfo war 

exoha n~; e t ax said, "'It regret that thE exigencies of .,ar 

cakE any such restrictive action necessary," and expressed 

hope that return could bE madE to long run policy of Govern-
-.. 

nent , that is, thE 11 progrESClVE l0¥'£ring. of tradE 'tl4,rriErS 

and thE encouragEmEnt of tradE not only vl1 th thE Uni ted 

States but with a ll peaceful nations , " 

Copy to CommErcE and Agriculture , 

i.!OFFAT 

/ 
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e...So4 bJ Mr. PlDooat or the BTiUah •••q \o Mr. Coobraa lathe ,.,. • ...,. 

ot 1 p.e . , Juao 211, 1~. 

Secretary o~ the TreeeurJ 

may cere to know that the Bank or Jnaland 

haTe consulted the Federal Reaer•e Bank 

on the possibility or assuring that all 

the business is done at the or~icial rata 

end that ~ee rate ehould no longer be 

quoted. On their euggeetion, Bank or 

sn~land are pursuing the die~~aeions with 

American Benke in London with a view to 

making the necessary technical erranaementa, 

and they hope t hat they w111 shortly reach 

agreement on ell pointe. 

BRITISH 311BASSY, 

Waahington, D.C. 

JUne Blat , 1940. 

/ 
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............. Jltla 

le1117 ....... --.. , ... 

laM M , lMO 

, 

fill 7ft :p1MH tr-u far • \U falleelac oa'le '' .u 

.l.llorloaa .. leoq, ler, .. a, Jraaea, a\\OaUea ef • · .. ,._,, 

•u • WanaUea la ••""'•'· \Ioera are llila4Hu 
af ...a af AMrl- ...... 1uaa 1a • ......,. u4 tM7 u 

.. , .... tt. ar floe~ ... " .. ,,,.. --.. '' 11 ncae•-
\llat tu, I dJa\all' Up \lla .. eaeb MU.lT 11 • fp wlllall 

wlU paM\ftW \loa aaeb u4 will Ua\ \Ill -lUH 

laUll'll'· 

Oar .U.b\1 ncae•• \Ill falledac ....Uq aftlla~ 

IIMalaala, - pa..-at nl•Uaaa , )eln .. W&\lr, 11 aull 

lUI , u al\OnaUft pHal,tlUllll au, t'uUlM - 1f 

oalor appaara \eo 4Mp •4117 nl•U••• w e, raeullloe 

-,triOblwrU•I \Ioree, •••1 ,,.,...., U ·- ut 

aftilnla 4rT "' wloe •Ul•to• Wftl4 pralla\q ....,.., 

lip ellnl4 \a ,..., .... , to faoill\a\a ,.,.\nUaa. 0 

laU1 
DC:lT1DQ 

1110 11111ilu •.aa. 40 

(laU.) 1 .1 . 1. 

0 0 P T 
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IIW'T 01" BILL 

RELATDIG TO '!BE !S'I'ABLISIIIIEJI'J' OF All 

IIITI!&-AII!RICAII !Wilt 

lSI 
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'IU1 

to c...at. the Ia~ lulk, ud tor o~ ,., • · 

Be it .acted liT the S..t.e Uld llouee ot ReJ~HMDtati ... 

of tile IJDi ted St. tea o! Merica 1A C0811" .. uae.bled., !bata 

nTtl I - awma or '1HZ IWII 

~· DleN ie bereliT creeted a ~ corporat. with the 

,... •In~riC&D a.u•, bereiAett.r reterr.cl to u "the a.u•. 

Soc. 2. !ba et.ructllare, opereti.aae ud acti'fitiea of the 

11aa1t abal.l be u cS.fiMd liT the llr-l.aw, wblcb are &IIIIUed to the 

ConveatiCD rel&ti.Dc to the eatabliat.eot ot the llu!lt. the llu!lt eh&ll 

al8o b&ve all 1Acidat&l pooova DBCMMI'J ud proper to e&rrJ out the 

powen """ or bereattc' Uf4 111]T .n.borbed beniA or 1A the llr-La" 

ot tile lleDt. 

~. 'Die a.M ~ becl.A opcati.aae wbeD at leut a total 

of 145 abarea ol etock ot the a.M are INbecribecl for liT at least five 

~ 'IIIIich b&ve &leo depoeited tb&ir ratificatioaa of the alore­

..,tiCiled c:aa-uo.. with the ... AIMr'iceD llldC*. 

lSI 

S.C. 4 , 'nla lluk eh&ll b&ve INCC .. IiCD for a period ot W.1;r 

7Mrl ~the elate o1 - • t ....-.of or ... w III&Ch earller U.. u 

1 t •ball be 1.Mrt1a1q diaaolved. 'Die IID1 ted Sta taa &P"MM DOt to ....,.U 

or eMDd thie a.rter except 'apoll the reqaaet ol the II&Dk ~t to 
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a t 0111'-fl.1'tba aJoritoT .... te or u.. llou4 or Dlrecton ot taM lluk. 

Tile Unit.! States 11111:1 e:xteDd the cla rter t or additional tweaV 7e&r 

periods upon the request of the s.nJt puriiii&Dt to a tour-f ifths • Jorit;r 

vote of the Board of D1ro<:tora of the s.nk. 

~· Aoo.-nta to the 1!7-La .. ot the s.nk, cooaiatent 

with tho afore•entioned Convention, tbia Charter, and tho purposes of 

tho Balli< as now aet out in Article S .l ot the 1!7-Lawe of the llaDit, 11111:1 

be adopted b)' the llaDit puraua.nt to a four-fifths ll&jorit;r vote ot the 

Board of Directors , provided, however , that Article S A of the I!J-Laws 

U7 not be ..... ncled, and provided 1\lrtber, that a unan!-"' vote ot tbe 

representatives of all tbe participating governooente (and not ~~erel7 

llll4n1mi to)' of tho votes cast ) shall be required to i ncrease 0 10 decrease 

tho ll1n1auo holdings of participating governaents in tho etock of tbe 

Be.Nc and to uetld the proviaiona of the BJ-.Lawe relating to the ....,.... 

and effect of the ll&ldng of a tl.JIIely objection by a participating . 

goveM~~~ent . As uaed in tbis ect four-fifths majorit)' vote of the 

Board or Directors shall _, !our-!ittba of the votes cast. 

~· The Bank shall bave power to adopt, alter end uae 

a corporate seal1 and to -.lee such contracts end to acquire, own, hold, 

oue or di.apose ot such real and peraone1 propart;r, aa 11111:1 be oeceuar7 

for the transaction of ita buaineas. 

~. The Bank 11111:1 sua end be sued, cOIIJ)ldn end def'encl, 

In "''I' court of c:oapetent jllrilldietioo. Al:f1 civil suit at lu or at 

- 2-

Regraded Unclassified



equity, broucbt within the 11Ditocl Stetea, ita territories and poe­

sessions, to which the Bank sball be a pari;)" aball be de-.1 to arise 

under t.be l.an ot the llnl.ted Stetaa, and the distric t C<JUrta ot the 

United States aball hue oricU>al Juriadic tion ot all ew:b suite; and 

the Bank 1n UZJ such suit wq, at UZJ tiM betore the trial thereof, 

r.-<e such suit into the dbtrict court or the 11Ditad States tor the 

proper district 1>7 tollDwinc the procedure tor the r...,ftl or cau.sea 

otherwise provided 1>7 lew. 

- J -
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TITLE II - PARTICIPATICJI OF UNITED STATES 

s.e. 201. !be United States or A..crica grante the rigbte, 

privUesos, ~ties and ex-tiona -rated 1m Article n or the 

Convention for the Eatabliebaent of an lnter-AIIeriean Bank. 

Stc. 2Q2. 'lhel'e 1o herebr cr..ate<l the lnter-Aael'iean BaDk 

ec-itteo (herein called the •c.-itteo•) , which aball consist or tha 

Secretary of State, the S.Crefrlll'7 or tho Tre&SU1'7, tho Cbainle.D or the 

Boord of Covornore of tho PedereJ. Reserve System, and tho FedOI'&l z.o.n 

Adloinistrator. fach INCh official M;f troa time to tU. appoint a 

repi'Osentative to act for b.iJo, 'lhe c.-lttee shall appoint a person 

16! -

to serve on the Orpnl.lin& Coaittee or the Bank and eball alae appoint 

and fix the compensation (if &JV) of the director nnd alternate, and 

at!¥ .-!nee or pro>;)', to l'epresent the U'nited Statee 011 the boaM ot 

directors or the Ba!lkj and 110~ in this or &1fT other law shall prevent 

Snf •ember of the Coaaittoe or aqy other officer or ••ployee of the 

United Statee or &1fT director, officer, or eaployoe of &JV Federal 

Reserve BaDk or of &1fT corporation a •Jori t;r of tho stoclt of wbich 1a 

O'I!Tied or coatrolled, diroc~ or indirec~, br the Onl ted States troo> 

being clisiblo to servo &leo on such Organizing C...ttteo or as such 

director, alternate, noainee, or p~, or in &1fT other eapaciit', wi61 

the Int.=.A..crican Ba!lk. 'lhe director and o1t.erllllte shall serve for 

a period of two :years, subject to the pleasure of the eo-ittee; end the 

noclinee or pro:x;y aball serve at the pleasure of the Coal.ttee without 

- 4-
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a fixed tAft, 'I'M director, or an alternate,, -u.ee or prOJ;T alll"fii>c 

1n hie stead, shall b&ft tull JIO'I'Ir' te represant the Ollitecl States 011 

tho Board ot Directors, aJld to decide wl>etller or not to eoter a .~ 

objection oo beb&U ot the Ollitecl Stetee wt>ere pro't'iaiOD 1a Mde tOtr 

lliCh objection '11114.r tile 11)'-.Lt.n ot tM 'BulkJ bolt lAid> <11HctOtr, 

alternate, .-!nee or ~ ahall keep the ec-ittee Woi"Md with 

respect to ~~&ttera i.nYOlvin& tile Bade aJld shall in U\'1 event enter 

a ti»l,y obj ectioo purawont to the J!T-Le.ws of the Bani< when directed to 

do so br the ec-ittee. 

1~0 _, 

Soc. 203, llotwithst.andi.n& 8J1Y other provision ot law, the shares 

of stock o.t t.bo Bani< to be acquired l!T the Ollitecl States shall be 8111>-

scribed and paid tor b,r tho Reconstruction Fi .nance Corporation, and iho 

Reconatnletion Finance Corpora tioo 1a authorized and diroctecl to sub­

scribe and pq tor at least ti!V shares ot the stock ot the Bani< and 

11\leh additional llllllber of sbares as tho Co.>J.ttee lillY troa tim! to ti.mc 

dotendner Provides!, 'D>at the Reconstnlction l'i.nanee Corporati"" shall 

not at aey time bold ebaros o1' the Bcnl<' s stock of a.n agcregate per value 

or aore tban twent;:r-five aillion dollars. Tho .......,t ot notes, bonds, 

debentures , and other such obligations which tho Roe<>natruction l'l.nance 

Corporaticc 1a authorized and ...powered to issue and to haYo outo .. rvllng 

at aey one time under exiatl.ng law is horeb)' increased 1>7 an 8110111\t 

suffici«>t to CArrT out the prorlsiona of t.hia aoction, and of soctl.on 

204 or thia Title . The c~naation and expenaea of tho director, 

- 5-
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altern& te, noainee aDd FOliT, .a:T ~ paid b:r the Recoaatruct.ion 1'1Danc:e 

Corporation out of azrt t'lmda at 1 t. diapoeal, 

Soc. 204, Notwithst&Ddins azrt other provision of law, the Recon­

struction Fillance Corporation aDd the !lq>ort-laport Bank of llashillgton 

are each authorized to purchase aDd •ell de~ntures aDd other oblipt.iona 

o! tbe lllter-Aaerican Bank and to Mice loana to the lnter-Aaerican Bank 

upon auch aecurit)' aDd upon such tuu aDd oondiUona u their reapecUft 

cove min& boerda .a:T det.mwine. 

Sec, 205. llonqa of the Bank, incllld.J.ni eold aDd aU ver coin or 

bullion, M;f be deposited with the Treasurer of the United Stetes subject 

to check by autborit)' of the Banka Provided bouver, that no interest 

ohall be paid on AQ1 such deposito. 

Sec. 206· Section 1.4 of the Federal Reserve Act is &~~ended by 

addln4 the following paragraph at the end tboroof• 

"(b) With the consent of the Board of Governors of 

the Federal Reserve Sya~ aDd subject to ouch regulationa 

and liaitet.iona as the Board of Governors -:r prescribe, 

each Federal Reserve Bank shall have power to act aa 

depoai tory, custodian aDd financial agent for the Inter­

American Bank, to estebliab correspondent rwtionsbips with 

and open nnd Mintein banl<lni accounts for and wi tb tbe 

Intel'-AIIerican Bank, to purchase, sell aDd deal in, &Q1 

ebliptioas of the Intet'-AIIerican Bank, and to effect for 

- 6-
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or m th the Inter-berican l!anlt artT trana&ction which 111>Ch 

Federal Reserve l!anlt could effect U' the Inter~AaeriC&Il 

Bank were a member be.nk or the Federal Reserve System or a 

bank locatod in a foreign countr,r.• 

172 

Sec. 207. This Act WI¥ be cited ae the •Inte~Aaeriean Bank Act•. 

[! l'\ Ul. 

-7-

/ 

Regraded Unclassified



TREASURY DEPARTMENT 

INTa:R OI'I'ICII COMMUNICAT10N 

Socro\&:7 Morc«Dtb.a 

llr.Cocllna STRICTlY CONFIDENTIAL 
llr . P1nunt, J1JWI01al Coua .. lor of tho Br1Uoh .. ba.aq, todq 4el1Tere4 

• • .. 0 -r...aw uta4 J'au 20, 19110, llhlch retl4a •• toll..,.: 

'fho 'bloclr:1ac of huch 'bal&DCo t!PP11ao to accouah of peraoaa 

ut ooacona l.a haaoo ihalt bv.t ""' at pro ... t la hoaoh ner~aao 

pouoooiou. P.,.ah to all4 tr~ acco~~ah at tlaita4 11,... llulr:a 

ot tlaUa4 I1~~t:ll• 'bruohaa ot beach baab ora peraitta4, kt 

ulllr•acoa ar11 'botac o'bta11le4 tr• 'braaalloo tbat thl!r wl.ll ,.., accaopt 

laotlri&OUOilo t r• __,-oce>~p1a4 torrl toq llllothor trca thair haM 

otrlooo or o~•• 0114 that thq wUl rotor 4001.'bttlll oaooa to llaak 

ot ~-· · 
Mr. Pl ..... t oboorTa4 that tho WoN&Uoa oa llllioh ha baA 'baao4 thh aoh 

rocolnd loot .. oil:, 11114 tbat it .., thorotoro 'be -OIIb&t n.t ot uh. 
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TREASURY DEPARTMENT 

INTmt 0~ COMMUNICATION 

,,, .... STRICTlY CONFIDENTIAl 

· ~~ .! 1'9 

Jeternoo h -'• ~o ., •-...,_ aat ... hae 111 la *lell I ..., ....... tile 

latoreot o1 Mr. Plaout I.JI loen1ac *•U.. ~~ ll'U1& .-.., ldpt pNperq 

epproeGla ~ r .J .I . w1\lt. a nw h oMahlwllllt-U• *lell u. laU• ""1"" 

troa .Aaorlaaa baDko 11114 oorporaU-. 1.J1 ftllllri to IILI!p1c1au Oar.. 11114 Uallaa 

bultl.ll troaoaoUoao . Uhlr 41-••1., tllio .. tt.r wiU. U.. loornai7, I llaft tolt 

Mr. Plaaoat tllat tllio h a ....,u .. • wlllelo \M !r.....,-~' _. 1\ls,et h 

refer bi.JI to \II& :o.partMat fit ltah f.r pl .... o . I fruii:IT nat ... tlla\ ~~ 

, , .. ...,. Depari-t onlt aot ottloi.Jil:a, ooa4- ..., acUaa odllell 111111\ " lahrprn ... 

oo couter oop1-. 

\ 
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TREASURY DEPARTMENT 

INTillt OI'I'ICK CONNUNICA TION 

Mr. Coolin& 
SrRICTLY CONFIDENTJAt· 

On JWlo 21 I tol.phoaed .to Mr. lilot. at ••" Torlt tJ>. tU\ ot oable,.._ fl752 

of Juno 20 froa I.on4on 111 reprd to tu t...,.ter ot JaDlc ot 'ln&J••• MOOliDh 111h 

Gonruent ..,.,o..,.to rltb tJ>. 7ederal . .U tJ>.t U.• 1t ,.. ecreed tut Mr. boiDe 

wuld b&Yo tbo text atu41ed b7 bh 1lloUtuUo11 aliA woul4 tho lot • bow 1dlatller 

a co.....UcaUon blood tboroon troa tb1o Gon,._t would ••t tu 7odoral' • require­

»nU tor tile o:pe.nl.ll& of tile &ccOUIIh 111 q~»aUoa. 

, 
BaY1nc ba4 no word troa Mr. :mot. on tb1a llll>Joot, I rea111do4 biA ot tu 

cablopa at lO:JO tllio '""rlliDc· 11o replied tllet tu •\ter •• eUll IIIIYbc tbo 

allonuon of Ilia laWTOr•, and that u wo1114 lot • ltllow tJ>.1r doob1oa • • 00011 .. 

poulble. 

Vhen llr, PiAHnt oallod 011 M at 12130 t~ u laqul.red aa t o tbo atatue ot 

thh ""ttar, aad I Clift Ilia tu aboft 1DtoraUoa, 
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TREASURY DEPARTMENT 
176 

INTER OI"'''CE COMMUNICATION 

STRI CTLY CO NFIDE NTIA L 
At tweln aoo11 toclq , ~. Piu•t, J~lal Clowloelo:r ot the ll:rtthll 

!llbeoq , celleol. Oil •• liT IIPJIOUiallllt . I :r.te:r:r.A t o Ilia leiter 4At.A Jae 11, 19llo, 

Joqu.lr1114S ao t o *-'her the U.S.'!:r•IOll7 ...,u14 'be 111 a poolUo11 to pvchau lolOO,OOO 

vonh of alhe:r to 'be tal<ell t:r .. the 4-s>oolt ill !1eahill, uad.e:r the tarao ot aa 

oc:r~•ut roeuU.1 :reacheol. 'botve• the ll:r1Uoh 11114 J-eoe COT....auh OTV ilia 

f 1enh1D 41opuh. 

I t ol4 ~. Piu•t that I 11114 4h~~~Uee4 tbh -Her with tha S.cre ial7 of 

tho frMIUI7 'bll.t that 111 t h e o1:rcaet....,ee, 1ac1114J.a& t he 4enlos-•t ot ••till1111t 

1D OoDt;I'OII hva:r4 :realr1cUac pvchaaee ot torelp ollnr, ~. Mo:rceatlla pr.te:r:re4 

1101 t o acqUrl the ellTer 1a q-uoUoa. I :r..ta4e4 ~. Pl11o•t that ellTe:r 11114 

roet1111.1 'be• oll1ppe4 t:rca t h e 1hlite4 Statu h Ia41a , 11hlcll at&M 'be apaot.A t o 

1>rorlde a noraal -..Jcol tor the oUTer otlll llel4 111 the ooaceeo1oa at !1• h111. 

i oc:roe4 with hla thd thh voul4 110t prov14e 4olla:ro 'llh1cll atclll be op•t 111 the 

Statoo , but that the '!:r•01D7' e 4eoh1oll we aa a'ben l~cateol. , aenrtbeleu. 

I han hlepholle4 ~. Llnoq ot t he Depa:rtaul ot State IIIlo atteraooa 

ooll:iJI& that be 1atora the 7u Jaehra DlTlelDil aa to the ! :r•IOll7' o 4ecldOII, 
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TREASURY DEPARTMENT 

INTa OI'I'ICa COMMUNICATION 

CONFIDENTIAL 
llr. Cooh...,. 

.Utor oponillc a\ 3. 68, aterliDC -4 ansticall,r u:pn.r4, re&OIII.JIC a loJ4jl of 

~ ?~1/2 111 t1oa a1~teraooa. n aubae<auentl,r eue4 to olo11 a\ 3.6!1-l/2, u ooe­

J>&rd wlth SatUT4q'a tlcal rate of 3.73-l/2. 

S&lea of apot aterli!IC IV tlo& a1x raportliiC- &114 \be hd.er&l .... ...,. 

a..1c of llow Yorlc tot&le4 ilo369,000, hoe \be folloorlllc aourcea: 

.,_ coeaerclal co~SMru •••.••..•. •••• •• .•.•••..••••..•••.••••.•••• I. 74,000 

Jb' toroJ.ca b&Db (J:vopo, Sou\lo .t.Mrlca an4 J'ar Z..\) •.• o .. o oo o o.l.270,000 

Jb' 7our&l .leaoi"N Julc ot •• York (for YucoalaTia). o oo o o o o• o o o 
!ot&l ••••• 

lb' co ... relal eoacern.e . . ........................ . .. ... ............ 1.1.63, 000 

liY t 0 .. t.cn - • 0 • • 0 • • • • 0 •••• 0 0 •••• 0 • • • • • • • • • 0 ••••• • ••• 0 ••• 0 •• 0 • ~'...,=,.,,. 

Tot&l.o.oo.lol63 ,000 

!ho llaUocal C1\)' B&nlc raporte4 \bat 1t loa4 aol4 cotton billa tot&l111C 

to the Jr1t1ah Control oo tloe bade of tloe offic1&1 rate ot 4.0~1/2. 

!hera wore no reporto4 parcbaaea of aterlliiC troa tlo& Jr1thlo Control at 

off1c 1Dl rato of 4. 03-1/2. 

tho other curreacloa -.por1eDOI4 little ~nt aa4 cloee4 u toll ... , 

loriaa franc 
C...Ui&a 4ollar 
Llra 
le'ch-rk 
Cuban pliO 

lliozicu poao 

.32&1 
111-l/~ 41ocoaat 
. 0150& 
.4000 
11-le/16~ 4ilcCIIUlt 
.1.818 b14, .aooo ottore4 

lo pnrohaee4 tloa tolloorliiC _...ta of col4 fr• tloo e~4 acoCIWito ot 

biDb 11l41cate4l 
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( Tho Federal Ruorv<t :B&Ilk o! N.,. Yor k reported that 

, old were bolng oonaigned to HI 

tho following ahl.-nta of 

$ 56,001,000 tro" :Sngl.&nd, reproaent1nc four ship:oenta by tho lle.nk of :S.ngl.&nd, to be 
earmarked for ito own account. 

50,056 , OC'() from Co.nada, ohi))]:>ed by tho liMk of Canada, to be e.....,..kod for accOW>t 
of the u.Jlk of Englo.nd. 

8 ,140 ,()():) !reo Ccnaa, ohip]:>ed 111 t he lle.nk of Ceneda for Ito own account, for o&le 
to the U.S • .looo.y Office at ilo• York. 

7 . ~2'3 ,000 fro::J EOf!l81ld, HpreoonUnt; t wo shipoento 1:u the Be.nk of 'iingl811c! for 
~tcoOtmt of the !:atlon&l lli!.Dlc of the K1ncdolll of Yu,goaloda, dhpoa l tlon 

u.."lknown. 
~ .041,000 fro01 :Ongland, repro .. nt l ng two shiroenta 1:u the BanJo: of England for 

account of the Royal No.,.egiAn Go,errunent , d1apoa1t1on unknown. 
2,019 ,000 fro<~ Z:ne;lan<l, reproaent1ng t wo sh1;pmenta ey the llank of England for 

1\ccount of the Swho llatiooal llank, dia:;>oai tlon unkn,., , 
1,030 ,000 f r o• Ene;l&Dd, ahirpod by the :sank of En&land for account of tho Baal< 

= "'"="""".:<of l'ortu;;•l, dhpoaHion unknown .• 
h~6, 622,000 Total 

:J:e Foolerd alto reported tllat tho l!&rcl.ao'• llank, Ca~ 'l'own, ahippad $7,000 I~ gold 
!ro:. S01.1t h Africa to the ll .. York agency ?f the l!&rcl.ao'a :Bank, for aalo to tho U. S. 

1nq Oft1ct a t t:ew York. 

Tho State Department forwarded to us cableo ota tln& tut the following ahi!>' 
of KOl d would be ,...d., 

$5,185,000 from Australia, ahipp&d by t he Commonwealth 'Bo.nk of Auotralia , Sydllof , to 
the .Federal lleaorvo llank of San Franciaco. 

1,1:27 ,COO fro• li:n&land, ahippod w the Llo)'ds and NationAl ProYi neio.l Foreign Bank, 
to the Bank of London and South .berico, u .. Tork. 

141,000 fro::> Australia, ahip)led 1:ly the llellk of lie• South leloo, Sy<!J:ey, to tho 
.l.:erleao Truat c._. ~ • ., lrancioco. 

18 ,000 frO;> Z~lan4 , abipped w the Slrlaa Be.nk Corporation, London, to ita ~ .. 

r.-=:-:= T ork l>j;eaey. 
$6 ,471,000 Total 

The an ip:.nta coming from .t.uotralia will be sold to the U. S. Mint a t San Francioco , 
·'"d the onea collling fro:n England will bo oold to tho u.s. Allay Office at !low York. 

Tho Bombay gold price decHned the eq,uin.lent of 58; to $34.64. 

Spot aiher in 3or>~ wu oquiftlent ~c 43.:!2/, ott 9/16; . 

A aubatontial decline took pl&co in tbe London ollYOr pri ces todaf. Spot 
olhtr • • • fixed at 2l-l/8d, otr l-5/154, and the forwud quotation • &a 2ld , off 11/ 16<1.. 

:'he U. S. equl,alenta were 38.41; an4 38.18; res,l'ecti,.ly. 

Randy and aarmsn'a aettlomont price for foreign e1lvor waa unctanged at 34-~/4;. 
r roaau>y ' • purchue pr!co for toreign a11Yer Wt\1 a lao unchan&od a t 35¢• 

coNFIDENTIAL 
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•• ~ tbrtt p>rOh&a•• of ail•er toWJ.iDc aoo,ooo -·· ....Ur tba 11lnr 
I'IU'c:bU• .t.~t . all ot which raJl"aaD\e4 ,... :produoUoD troa toraip o01111triaa, tor 

torotr4 4al1ftl7• 

coNFIDENTIAL 
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SubJect: 

180 
TREASURY DEPARTMENT 

INT ER-OFF'1CE COMMUNICAllON COiiiFIDEII'l'lAL 

Situation, 
J1111e 22, 19ilo. 

Conoluaione 

DAft JUDe 241 19ilo 

(1) Indexes ot bueineea aotiYitJ continue to riee rapidlJ. 

In the week ended June 15 the FRB equ1Yalent ot the New York 

Tiaea i ndex gained a tull 5 pointe, r eaching 117 . Ae ateel 

o9erations approach oapaoitJ, the bueineee gain attributable 

to t his t aotor will ot neoeeeitJ be more gradual. Other indue­

tries, however , are beginning to aake a aore eubatantial con­

tribut i on to the bueineae rise. 

(2) A pronounced upturn in ordera tor produote other than 

steel, wh1oh ra1aed our ne" ordere i ndex in the week ended 

June 15 t o a ne" high ainoe laet October, apparentl7 tore­

ehadowe an expansion in other induatriee. Orders tor textiles, 

electrical equipment, and construction aateri&la h&Ye ahovn 

noticeable increases . 

(3) The collapse ot rranoe baa had certain reperouaaione 

on our buaineee aituation. Soae eteel oompaniea have auependad 

work on French war orders pending defi nite aeaumption of t heee 

orders b7 Great Britain. Tin , copper, and other aetal pricea 

have weakened on the oeeeation of French b1171ng. 

(4 ) The plant expanaion program of American 1nduetrJ, 

which recentl7 got under va7, baa gained f urther aoaentua. 

I ndust rial construction awards b&Ye reached the higheat level 

einoe June 1937, With the inclusion of large private a.nd 

Federal projeota during the past week. 

Buaineaa 1ndaxea riae acre aharplz 

An unueuall7 eharp gain in adjuated indexes of buaineae 

activitJ during the week ended June 15, again due in large part 

to the rapid contra-aeaeonal expanaion in atael aotiYitJ, bae 

carried the Hew York T1aea index to an FRB equ1Yalent of 117. 
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(See Chart 1 . ) !h1a repreaenta a riaa of 5 pointe in a aiDgla 
week, and carrie• the index oloae to the leYal of lut Janu&1'7, 
when the FRB illdex waa 119. 

Gains after thia aonth a&1 be eomewhat alower , unleaa 
act1v1t1ee in other i nduetriea then eteel advanoe .are atrong­
ly. It will be a ore and aore dif f icult to expand eteel pro­
duction aa the rate aporoachee prac t i cal capacity; the 
•aea~onal 1 duri ng July wll~ riae al1ghtl7 inat ead of declining 
ae • ' preaant; and aoaa heait&ncJ i tl ateal production duri.Dg 
the next few weeke a&J result froa the preaent unoartaintJ 
over t he statu• of French war ordera, 

On the other hand, other induatriee eaem likel7 to advance 
more rapidly in the months Juat ahead. Textile production 
( eeoond t o at eel in iaport anoe in the P'RB index) hu alread7 
begun t o inoreaee. !he J'RB adjuated woolen goode index roae 
to 91 i n IIQ from 76 in .t.prll. !he cotton goode index 1n 11&1 
rose 3 pointe t o 1.16. SharplJ incMaaed ordere for both trpea 
of t extiles in recent waeka , partlJ repreaenting heaVJ 
Government purohaaee of wool textile a, point to further e:z:pan­
ei on of act1v1tJ in t he textile 1nduat rr • 

.t.ctiY1tl in leading 1nduatr1ea 

'!'ne r ecent t"Panda of production 1n aeleotad leadlDg indue­
tries are shown 1n Chart 2, 1n coapar11on with t he lew York 
Times composite index or 6Ua1nesa actiYitf. The extent to 
which t he r iae in the ooapoa1te index eo far baa been due to 
the incr eaee 1n steel activitl ie indicated b7 the a1a1larit7 
between the t rends of the two 1ndexea. low the cotton aUla 
(aa ebown on the chart) are 'beginni ng t o i .noreaaa production . 
The index of cotton &111 aotiYitl baa raoantll been re'liaad --" 
upward. 

Lu.abar orders haYe not ret shown anr eign1fioant increaae, 
and luaber production ( aaa chert) baa ruen but el1gbtl7. .t. 
recent tendenc7 toward 1nduatrial plant e:z:panalon, together 
with the preaent high laYal of reaidential oonatruction, how­
eYer, will doubtlaea lead to 1Boreaaad production of lwaber. 
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Further ga~ne in induetrial plant expandon are in~oated 

bJ the Engineering Neva Reoord figure• tor the week ended 

June 20. Conetruotion awarde tor induetrial purpoeee in that 

weet, tot&ll.ing 125,949,000, inoreaaed ~ per cent ower the 

prewioua week, and tor the eeoond week in euooeeeion eetab-

111hed a nev high level ainoe June 19)7. The t otal tor the 

weelr. wae tbarply rueed by the 115,000,000 award for the nev 

Tenneeeee Powder Comp&DJ plant at Memphie. Other awarda 

included a 13,000,000 aluainua reduction plant at Vancouver, 

Waehlngton, a $3,000,000 telephone exchange at Chloago, a 

$1,000,000 Chryeler Corporation aaohlne ahop at H1ghland 

Park, K1ch1gan, bridge awarda totalling $1,184,000 tor t he 

Texae and New Orleane Railroad Company, and 4 other &vardl 

ower t500,000. In the Government olall1fioat1on, the largeat 

award vaa $23,000,000 t or a naval ~ baae at Corpua Chriati, 

Texae. 

Autoaobile production (ae llhown on t he obart) baa appar­

entl7 started ita eummer decline in preparation tor a ahltt 

to nev •odela. OUtput last veet declined to 90,o60 unite, ae 

compared with 93 ,635 ~n the prewioue veet. 

A further i ncrease ~n nev ordere tor produota other than 

eteel aupporta our expectation of a rieing trend of production 

ln a number of induetriel. Our index or new ordere in the veet 

ended June 15 rose to a nev high a~noe laat Ootober, despite a 

abarp downturn in reported attel ordera. (See Chart ~. ) In­

oreaeed ordere tor textilee, eleotrioal equipaent, an bUilding 

aatariale vera reaponaibla t or the upturn in the index in that 

veelr. . Our index of ordere tor producta other than atael and 

textilee, the moat important or the three aaJor groupe, baa 

r1aen above itl high ot last Oot ober . 

Statue or rrenoh order• atreote eteel rate 

A reduction in the rate ot ateel output, Wbioh ia aohed­

uled th11 week at 46.5 per oent or oapaoity weraue 47.7 per 

cent last veelr., ia attributed in part t o uncertainty ower the 

etatue of Frenoh war ordera. While it ie aaeumed that the 

greater part or theee orders V1ll be taken ower by Great 

Britain, ~trerencee in typea or ateel and aea1- finiahed prod­

ucts required by Brltieh planta, and in aeaaurementa on finished 

produote, bawe led to ao1e doubt on thia point. Work baa 

therefore been euepended on rrenoh ordere by eo1e oo1pani11, 

awai ting a clarification or the aituat1on . 
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~ew oreer s reported by t he U. S. Steel Cor ooration 

decl ined t o 73 oer cent ot capaoity during t he week ended 

Jur>~ 13, as compared with 107 per oent in t he previous week. 

: .1t droo in orders may have been due in part to the effect 

of t Le recent Allied reveraee on new buyi ng , and in part t o 

n temoornry f all i ng ott i n soeoitlcat i one on automobile steel 

pfter . the steel oompanie s had decided to pos t pone the deadline 

on •bargain price• or~ers until July 31. 

:.03 

A further increase ot $.75 n t on in the Iron Age composite 

orice or ateel acrap r eflect & t he urgency ct current demand 

rroo steel mille . Mills can s teo up production ot steel more 

rapidly by usi ng scrap than by going through t he process ot 

making pi g iron, hence the coneumption of steel scrap tends to 

increase more r apidly than the consumption or oig iron during 

,. rnnl d r16e in steel output . 

The ateeoness or the rise i n steel scrao consumption during 

!!r.y, t ollo1·•i ng several months in wh1oh scrap consumption wee 

l ow relative to pi g iron consumption, is i ndicated in Chart 4. 
'i'r• increase i n the consWlot i on of steel scrap duri ng Hay 

eoaoeres with a1mllar sharp increa ses l n the tall of 193S and 

t ht fall ot 1939, when steel output was expanding ran1dly. 

Railroad equipment orders increasi ng 

After an extended period or dullness f ollowi ng the act i ve 

buying or lest tall , railroad equipment or ders, oart icularly 

for frel~ht ears , have recentl y been ehowlnc signs ot i mprove­

ment . Domesti c trei~ht ea r or ders in May increased 270 care 

over the orevious oontb, malt1ng t he ~!ay t o tal ot slil!;htly over 

2,000 ears the best mont hly f igur e t hus t a r this year. bnile 

thls number 1 s tar below the 1939 peak figure or more than 

~h,ooo cere oreered l as t Sept ember, nevertheless 1t apoears t o 

tn~e teen t he f orerunner ot increased ordering during the cur­

rent month. Thus t he Iron Age ot June 20 had already repor t ed 

ne> do~eatic frei ght car orders in June t otalling 3,93~ care 

( includir-~ 1,000 box oar bodies ), nearly double t he t otal t or 

t he entire month ot Kay. Si milarly, according to t he Railway 

Afe , or ders for net~ locomotives l n t he fir s t halt or June 

t otalled 27 as eo~pe.red •~tb 20 in t he entire preceding month. 

I ncreased equipment buying bas doubtless been stimulated 

by A recent more encouraging ehowing of freight oar loadings , 

as well aa by a tendency t o antic ipate requirement s that ~Y 

devel oo in connection ~~th netionel det enae plane . 
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Freight care owned at the end or laat April totalled 

1.~.000. ae co8p&red with 1 , 662, 000 at the end of April 1939. 

on the other band, u 1nd1cat1Ye of progreu 1n the repair pro­

graa or the railroad•, onl7 10 per cent or the total were 

undergoing or awaiting repairs ae compared _w1~ 14 per cent 

a t the end or Apri l 1939. Likewise only l b per cent of all 

locoaot1Yel were undergoing or awai ting repairs, a s coapared 

with 19 per cent a J ear earlier. 

According to a recent etateaent or t he preeident of the 

Aaeociat1on ot Aaerican Rallroada baeed on a eurYey of June 1, 

the railroad• expect b7 October 1 t o haYe an inor eaee oYer 

year -earlier leYele ot 1~8,000 serviceable f reight care, eYen 

though only 3.~25 add.1t1onal new freight oars were definitely 

scheduled tor purchase aa of the date of ~e aurve7. Thle ie 

expected t o be aocompliahed by the dell very of oars preY1oua1y 

order ed ae wella e the proepeot 1Ye ordere aentioned, the re­

building ot 13, 000 care, and the addition of neer ly 81,000 

seMiceable care by the repair program being carried out. 

Ket al prices weaker 

The ceesat1on or French buying, and the possi bility or a 

reduced Yoluae ot nonterroue metal coneumpticn after the 

German occupation of France, brought a eharp decline i n tin 

orices las t week and weakneae 1n pri ces of copper and zino. 

Heavy selling of tin by Chinese producere on reportl of pos­

sible Japanese intervention i n French Indo-China was a factor 

contributing t o a break ot ~27 per ton i n t in pricea at 

Singapore l ast Tuesday, the market closing at • 258. Prioea 

at New York di d not reflect the tull Singapore decline, but 

the clcee l nat ThuradaY at 54* oenta a pound was 3i oente 

lower than a week earlier. 

Copper pr1oea were reduced t cent during the week, and 

futures pricee ot zinc and l ead showed eoae weakneas , although 

producers or these me tals held apot pri ce• unchanged. 

Pricee of baaic 1n4uatrial -teriale ae a group, howe't'er, 

continued during the week t he gradual impro't'aaent that hae 

been noticeable einoe the beginning of the aonth, while pricee 

ot toodatut t e held about unchanged from the preYioue weak. 

(See ChArt 5.) Rieing prleee of cotton and wool, rubber, 

hides , and e t eel scrap contributed to the upturn in the indue­

trial aateriale group laet week, 

-
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Weekly buaineee indexes ebarply higher 

continuing ita rise tor the eeYenth ooneeoutiYe week, 

t he New York fimee index ot buaineee activity t or t he week 

ending June 15 aoYed ahead aore ebarply than in any other 

week since July 1, 1933. The gain, amounting to 3.1 pointe, 

carried the index up t o 102.~ . which ia 9.6 pointe aboYe t he 

l ow reached in the tiret week ot April. Nearly one halt ot 

this aggregate gain einoe early April has been accounted t or 

by the i ndex ot steel ingot producti on . 

The principal taotors in the ris e duri ng the week ending 

June 15 were marked contra-seasonal gains in electric power 

and steel i ngo t production. Freight car l oadings also shewed 

a oontra-eeseonal rise with both total and aiaoellaneoue 

loadinge reaching new highs tor the year. The index ot cotton 

ai11 aot1Yity aleo r ose, despite the tact that the prniouely 

r eoorted figure tor t he preceding week wae reY11ed upward by 

over 10 points . The onl y component which declined was auto­

mobile production, and t hat decl ine was Yery alight . 

Barron's index ot bueiness actiYity t or the week ending 

June 15 moved in line with t he Times ' index although at a 

somewhat slower pace , a rise of 1.6 poi nte carrying t he index 

up to 110 .2 . 

Prelia1nary da ta t hue tar aYa1lable t or the week ending 

June 22 reYeal ( l) another contra-eeaeonal gain i n steel 

operation&, which will reeult in a further adYanoe of around 

5 pointe in t he index of eteel ingot production , and (2) a 

more t han aeaaonal decrease in automobile pr oduction, which 

will reduce t he index of automobile produc tion by about 4 

points. 
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TREASURY DEPARTMENT 

UNITED STATES~ GUAftO 

WASHIN$TOH U June, 1940. 

FrCDs Sp8ient, Sbangllai, China. 
To s Secretary of the Treasury. 

~snge tr<m> 11r. Jr:. P. Chen. 

I ..-rived H<lllglcong an the twentieth tr<D llan1l.a. P.ad 

originally planned to prooeed v1& Rangoon, Irr•addT ll'atenr,.y, and 

Bum& R* to China interior. HOII'ever 1 I received a cahle in llim1ln 

tra~ Cb1ang K&1--"hek and H. H. Kung requesting 1M to change ey plan 

and proceed to Chungking first. '!'he change neeess1tates postpone-_ 

ment o! the lttiDfadd;r Waterwq end Burma Road inspection trip until 

after a brio! Chungking visit. I will keep you in!omed. Best 

personal regards. 

! 91 
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TREASURY DEPARTMENT ~92 

INTI!" O,....ICI! COMMUNICATION 

DATa J""e ail , l9ilo 

TO 

·- Mr. Coob..a STRICTLY CONFIDENTIAL 

Mr. PI.JIItnt, J'iD&DOl.al Oow11elor of tu BriUob. Jabaooy, e&lled on .. at 

12 z:ooo to4&7 b;r appointment. a. ohowd • a capy of a cablacraa llhl.ch hlo 

Al:~os&dor had oent wuter date of .r,.... 21 to London. Mr. Pinltnt penl.Ue4 • 

to caw t ho folloviD« text of t• ••oac•l 

• 
' 

, 
' 1 Mr. lt'allu Mt nov ginn folloviDc repl;r in vritl..D.c. 

/~ llegina. 
' lt'ith reference to tu inquiry concefD1.a.c contiJICenoiat llhl.cb. 

a!.cbt &rita 11 ... acrea .... t to bad Oftr J'rencb. .... to in tu 1Jn1te4 

Statu t o Ger:1&117 vera entered into by J'ranca, 1t ~ be poi.Jited out 

that an order eui>JactiD« tuch auah to licanoa wt ittue4 by tu 

Un1tt4 Statu Oon1'11J18nt at recently ao .Tu.na 17. In tu nant of an 

ar:ohUea or otur acree•nt bel..D.c entered into on tu part of J'ranoa, 

there would no doubt be -...,. quaotioDt ot tact an4 policy raqulrl..D.c 

contul conoideraHon before &117 deohion by thh OoTerDMnt to licente 

the diapoaition of J'ranoh ataata in tbt aboft-aontioned oanot could be 

reached. !'hit Oo,..rnment CUAot at tu pruant tl<M toracaot all tu 

cont!.D«&DC!.at of tbt eituatlon, 
ID4o • 
Attar 1'<1&41nc u thia atateaat Mr. Vallet vent OA to 1&7 tut, 

while the Pretldent •• .-ble to - &117 upllolt co-it•nt •• to 

the future I.JI vrltl..D.c, Hit llaJaaty'a OonrDMnt could rut auure4 

that oo far at hh .t.4a1Jllttration w.a concerned no J'rench 0oTel'liJI8nt 

4oa!.nated b;r Ger-...,. voul4 be allowed to get control of bal&Dcat or 

&ollto 1.J1 the United Statu which could be uaed in the w.r -.I.Jiot 

, Great Britai.JI. It ..ao tbt intention ot tu 11dte4 Statu O....rDMnt to 

\ treat any COTei'DMDt in J'rance llhl.ch WI doaillahd by Ger~~~t.DT exactly 

•• it treated the conrDMnt ill Da...arll: today.• 

It will be l'<IC&lled in tbt aboft conuotion tbtt on .T\IJIAI lS Mr. Pllloent bad 

c hon • the tollowiD« tan ot a aacrat Milage llhl.ch hh :labauy had racalnd 

fro~ tho Brltlth OoYaraaentl 

1Pleaae inlora IJAUed Statu OoTe......,.t tbtt in rlav of obacurlty 

of poolUon and Wleartainty whatbtr J'nnoh offer of araiotica will be 

accopttd ve 414 110\ to~ tall:a atapt to block J'ranch cold Tt bal&DcaiJ 

before 'banlta oloaad. We ahall conolder vbat will be eppraprl.ate atopa 

to tab toaorrov. 
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•2. Vo oboul4 be cla4 to blow wbat otepo .....U4 be coato~l&tect 

b7 17, S, 0o'fOI'IIMD\ to p rnoat Jroach COld hold 1A 17, S, J. , b7 Jroach 

ao .. 0..,...,.t or ~ of :PJW~Co or C014 1A t1"&1111t be1Ac baa4ecl o'fOr to 

O.nall1 ud J'rOilch belAilcoo beiAc uao4 for beufit of O.raDT. • 

!hio or.-.,...,. hod ct.,... ita oral oo-at Oil tho abno ••aaco to ICr. PiAoOAt , 

u4 tho a bon quo tad. co.....UcaUoa reproooato t bo rep}T of tho Sta te Depart MAt. 

to wich DoportMilt tho •tter hod &110 beoll te.bll b7 tho Jrithh Jaboollr • 

llr. P1Aeant told • 1A etricteat col>fU oaco t hat Lord Loth1aa aow Socrot&r7 

Bull thio aomiA& llD4 o~atecl that tho 11n1\o4 Statoo w1th4raw rooop1t1oll of 

tho Peta11l Oonrnant. Kr. Bull 11 atato4 to haTe replied. tllat the ~rtant of 

Stato would t.U. u proo1p1tato actioa hilt aoaura4 Lord Loth1aa that tho eituaUOA 

hlro .,., abaoluhl7 aato. 'rho J.ab&eaod.or toot thia to ...,. thot lroncll a. .. te 1A 

thh count17 were .ate. 

Ill roQ:Ilrd to thio quoatioa of lroDCh aeeoh, Piuont pillecl tho ~rooa1010 

froo hio loot talk rith Loro;r-lloaul1ol1 tllat l'raaco Dow baa Olppro:o:aatol.T$5()0,000 , 000 ot 

$600 ,000,000 1A Ottaw., $15(),000,000 1A London, and. appro:o:i•tolT $200 ,000,000 cold 

oo tho hicb oaao. 'rhooo , aa I recall tho&, are a bollt tho fi&Uroa 'IIIlich Loro:r- 1A 

B<laullou pn t o • laat wok, 10 t horo •Y he aoao chllJlp thtlro1A b7 thio d.& to . II, T.; 

P11laut TOl...,toora4 a otorr to ao allollt thtl l'roDCh cold which arr1Ta4 1A 

-.,,uoru a tow da7o aco oa a :Pronch wrehip, lobich 41t!ort a little 1A 4ota11 

!roo Loroy-Jaauliou'o acool11lt. P1Aoent otata4 tllat beforo tho ahip hod boCQD 

to diocllarp ito cold carco at Balitu, 1Aatruct1oao ..... rocei'fa4 to t.U. tho 

cold to !larUIIiquo 1Aataad, !118 Cal>ad.ian gOTII"DMilt, hOYIYOr, blocta<l tho 4.1-

parture of the •rohip froa Canad.a. 'l'hl.o 1-41ato}T cauoecl an iJlcicloat which 

tho Pril>o KiAiotor of C&neda 8114 tho Jroach IC1A1otor voro ond.aaYoriAc to aol'fO, 

.U for ao P1Aoent 1o aw.ro, llO dacioiOil hoo )'et beon reached. 'rho lrollCh 

.lmbaol&dor 1A Vaah1Jl61on ... quito llJlCI7 OTir vt>at ho callo a •ooilure0 b7 the 

Cea41&11o ot a JroAch w.rohip. 

On Satllrda7 laat P1Aoont hod rotorred to tho Mttor of the oonto~l&to4 

lrono!er ot lronch cold troa llow York to Otu ... , and. told ao ool>f14ent1all.T 

that word bod bou reco1Ta4 !rca hio ao .......... t on4oroi.JI4 t hio 14oa. Bo 1o 

owaro, hoYOTOr, t hat tho J roncll J.abooaod.or 1o t hio co...,trr 1o oppooa4 to tho 

ueo. 

Pioout h ut al all opt iaiotic ao to tbo cbaacoo for G...at Jr1ta1A t o 

roce1n IIUCh help froa t he J roaoh lila'1'7 or froa lrollCh c1Utona cr 4apon4oDCioo 

outo14o ot cont illoatal Jr&ROO. 
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June 211-, 1940 
9:30a. m. 

GROUP KEETING 

Present: 

H.M.Jr: 

lfhite: 

H. M. Jr: 

Thol'lpeon: 

Bell: 

Mr. Young 
Mr. Gaston 
Mr. Haas 
Mr. Bell 
Mr. GraYes 
Mr. Viner 
Mr. ThDIII])eon 
Mr. Schwarz 
Hr. Coobr an 
Mr. White 
Mr. Fole)' 
Mrs. notz. 

Will )'ou ( Thonroeon) see that Dr. Parran 
tor the next 24 houre gete a good oart 
I know where there is a 1939 Buiok that 
oould 'be used, 'but I c!Dn 1 t like to take 
it ava1, 'but otherviae, 1t you oould get 
h1A a good oar tor the next dq or two -
tell him 1t is trom the President and me 
pereonall)'. 

It 1e already eYa1la'ble. 

Al.l r1ght . ¥111 yout 

Because I just - oould I olear myeelt just 
a little 'b1tt I th1nk th1e. 8ull1Yan has 
really 'been sick. He ie going to haYe to 
worlt on this tax 'b111. ~ vouldn 1t 1t 
'be a good 1dea to tell him to etay up there 
tor t vo weeks now, 'beos.uee he hal got to 
worlt all aummer getting th1e th1ng reR41. 
What do you th1nkt 

I th1nk 1t vould 'be a good 1dea. He 1sn 't 
well. 

194 
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H. :.t.Jr: 

Guton: 

H. M.Jr: 

Gsa t on: 

H. !<t.Jr: 

Boll: 

H.M.Jr: 

Boll : 

H. U.Jr: 

Foley: 

II. M.Jr: 

Foley: 

Viner: 

H. ~!.Jr: 

- 2 -

!hen he v1l l have had hie .uaoer 1e vaoation. 
What do you t h1.nk, Herbert t 

I think 1t 18 all right. I think he ehould 
t ake s ome time ot t. 

I8n 1 t th1e as good a t i me 88 any? Beoause 
he is going to have to work on the tax bill. 

Yea, I think eo. 

Don 110 you t hink eot Doe e that t1t i n v1th the 
rest of you? I told him t o take tour or five 
daye, eo he might just aa well take tw or 
three weelte. 

It is all right v1th mo. 

I am serious. 'l'ben he v1ll have t o come baolt 
and wo rk on the tax bill. After al l , he lett 
here on the night ot the 22nd. We vill g1 ve 
him the week ot the 4th ot J uly. I v111 give 
him that week and he oan oome baok on the gth. 
How 1e that? 

Very good. 

I ·v1ll call him up. 

The other t h ing whioh I v1eh you peool e would 
be thinking about 1e thia: I think ve are 
going to haTe eome Tor y, very d1ttioult 
deo1eions to make on t h1a gold, and the 
outstanding person, 8e tar 8S I know, i8 
Professor Joseph P. Ohamberl81n. Do you 
know him? 

N0 , I don't know him. 

You don 1t? 

Do you want me t o oheok i t v1J;h Eddie? 

I ltnov him. 

Do you know anybody who would oarry any 
more weight t 

~9i 
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Viner: 

H. ~.Jr: 

Viner: 

H. H.Jr: 

Viner: 

H.H.Jr: 

Viner: 

Cochran: 

H. M.Jr: 

Cochran: 

Foley: 

H. U.Jr: 

Pole:r: 

H. ~.Jr: 

- 3 -

~uae1 legal decieicn•' 

Yea. 

He would oarr:r a great weight with the Hill, 
you know. He was export ad~1eer on drafting 
for :rears. But he 11 - I would 881 he 1e 
a person wi th an absolutely first olnas 
reputation, but he ie quite an old man now. 

But they say he has an aeshtant up there 
by the name of Pll111p Jeseup. 

Yee, he i8 down here, too. 

lO:Io could be down here peraanentl:r, but 
Chamberlain would be the front ll&ll. 

WhAt do they oall bia' 

Professor of Public Law at Columbia. 

Do :rou want to check it oft? Would you like 
a halt a day on it? 

196 

Jeseup is carried ae profes sor of International 
Law. 

Well, I will make aome inquiriee. 

J.!Ue some inquiriee. I oalled up. He is 
1n Califor nia now. I will call 111m a.tter 
lunoh. You must know 111m. I worked w1 tb 
him on the nArcotic thing. He i8 heed of 
thie committee on nar oot1ce. He 1s quite 
an old man. He muet be o~er 70. 

Yea. 

But I t h ink he hae a great name backed by 
brnina. I think be would be - Eddie agreed. 
I tirat asked Eddie. He couldn 't make an:r 
euggeetione, and I 8aid, "What about 
Chamberlain?• He aaid, "You oouldn 1 t get 
a better man.• He 11 the head of the Non­
Sectarian Refugee Committee. He had a ohair 
i n Oxford. 
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!Illite : 

H. !!.Jr : 

Foley: 

H. M.Jr: 

Foley: 

H, M,Jr: 

H&as: 

H. M • .Jr: 

Haas : 

K.M. Jr: 

- 4-

I euapect the determining taotor in the 
determination ot international law right nov 
unquestionably ie policy , eo t~t unleas 
you alreAdy know it aight be well to tind 
out what hie policy ia betore you have hie 
reputati on behind the deoieion you make. 

I know whAt it i8. He i8 the heP.d ot the 
Non-Sectarian Refugee Committee. I mean, 
I guess he is .about as good a man as you 
oould get. But you do a lit tle inquiring 
around, will you? 

'Xes. 

Because I think that - well , thia thing, 
tor in8tance, about turning over the gpld 
owned by individual8, Dutoh individuala , 
to the Dutoh Government - I mean, I thinlt 
tellowa lUte Ed and myself v!lo a re on the 
tiring l1ne &Yery m.1nut e and yoursel f (Bell) 
just don 1 t get time t o a1 t dcvn and look 
a month or two ahead. It ie a very dittioult 
th i ng. It we had a man like that, I think 
it would be tine. Atter alll we are doing 
so muoh every minute you onn t stop and 
think. I worked with him on naroot1os. He 
ia a grand tellov. He 1a hl:>ad ot this 
committee . 

I am eu.re I cAD tind out about both ot 
thea, 

George , would you send your r ailroad 
stat1stice - t he t1rst one I will eend 
with the letter both t o Budd and Harriman 
as they oome in on the Port ot New York. 
They ~Ye nothing over t here. 

I see. 

They ol\lle dovn - they would love t o have 
t hem. Don't ve get them da1lyt 

Well , I make a report to you once a week, 
but there i 8 a daily one trom New York. 

Well, I would send the daily one over to 

:97 

Regraded Unclassified



l!aas: 

H. M.Jr: 

Thoapeon: 

H. H. Jr: 

Thompson: 

K. M. Jr: 

Thompson : 

K. K.Jr: 

Thompson: 

K. lt.Jr: 

":'hompeon: 

H. H.Jr: 

Thompson: 

H. M.Jr : 

ThoniJ)eon: 

- 5 -

t hem, but the tirot onee, in the thing 1a7, 
1It 7ou want an;rthing 110re, it J OU will 
contact George 0. Haae,• and eo t o rth and 
ao on. 

That 1s Budd and Harriman' 

Yea. And you might put 1n the letter if 
they care t o take t his over themselves, I 
woul d be delighted, or we would be glad 
to cont inue 1t. You stay behind a minute, 
Ed, and I want to write a letter on this 
et utt. 

The Treasury Appropriat i on• BUl tor noxt 
year changes our Divieion of Appointments 
to Division cl Personnel. It i o therefore 
necessary to i ssue a t ormal order est abl1ehing 
t he new d1v1sion. Th1a 1e a abort one. 

Does this appoint t he head of 1t' 

Yes, the Director ot Personnel. 

D1d 1t name a name7 

No, e1r, just t he D1reotor ot Personnel. 

You know, I have told you tellovs I want 
to talk about that. 

Th1s really eboul d go out t o get the d1v1e1on 
eetabl. iehed. 

Well, it leaves 1t to me t o apuo1nt t he 
fellow? 

You already have one. 

But I mean , 1t ot1ll l eaves it to me? 

ThAt is right, 1t doesn't change that 
provision in t he slightest. 

~Tell, I may want to put Louie Brownlow on 
1t. 

He will be a good one. 
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011aton: 

Thollp&On: 

R. Y...Jr : 

J:lotz: 

H. M.Jr: 

Thompeon: 

K.Y..Jr: 

Thomoson: 

K.l~.Jr: 

Bell: 

H. H.Jr: 

Bell: 

H. M.Jr: 

Bell : 

- 6 -

'l'hat would be a good ideR, get h i m out 
or h1e p reaent position. 

There 18 one more Mr. Bell Wllllted to pro.ate, 
Mr. Bartelt. 

E441e Barteltf Vonderrul . I would l ike to 
give Eddie t hat myself. He 1a a good boy. 

~~ i s t he Director or Personnel nowt 

I am. I know all about 1t. Bee t hat 
panel there (Thomp son, Bell, and Graves)! 
They eYen rot ate together. They are all. 
sitting on t he eame renee. They just go 
like t hat ( waviDg arc). Han I got a chanoet 
I gueae not. Do I know when I am licked? 
Yes. Just go through t he rormalit;r o r 
oonault i ng me , will ;rout 

Yea , air. 

What aloe? 

That 11 all. 

Dan! 

Doughton called Satur48;r lll!d t ried to get 
you. He ea1d he had b eard a rumor t hat 
Mr. Hathcock ie going to be diem1eaed on 
July let lll!d he wanted to call a ttent1on 
t o your ororu.ae and Mr. SUlli Ylll! 1 a promise 
that nothing would b e done in th1a case 
until be had an opportunity to center with 
you. 

Vall, I salted John to handle it. 

I aa1 d I 41dn 1 t know a t h1ng about 1t. 

Don ' t we have a co~ttee on that! Wasn ' t 
there a ooamitteet Well , I aaked John 
definitel y t o handle it. Vall, John gete 
two weeke' vacation. You v111 haYe to lea•e 
1t until be gete bacit. It 18 hie p robleo. 

Vall, be ea1d he was going out ot town on 

:ss 
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H. V..Jr: 

Thompson: 

H. l<.Jr: 

Bell: 

H. lt.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H. Y..Jr: 

White: 

- 7 -

8at111'4a7 night for ten daya, and he hoped 
nothing vould be done until he got back. 
I told him I thought if t hat promiae ha4 
been ~~ade t hat nothing vould be done. I 
promised him nothing vould be done unleee 
ve got in touoh with hill. 

You had better tell it to Ouy Helvering to 
make eure. 

He vent b efore a Senate Committee l a s t veelt. 

There are the things I handed t o John. I 
handed him that, which 1a definitely hie 
problem, &nd there were several other things. 

I think if John promised him that, he v1l.1 
do u . 
I promieed him. 

liell, he eaid Sullivan did too. 

Mr. Schramm called aJ.eo and aaid he had 
seen in the paper vhere you had vorlted out 
eoae program or plan in connection rlth 
t he financing of plant expansion. He vould 
11lte to get aome information on t ht>.t becauae 
it vould be quite helpful t o thea in a oaee 
where they had to ll&ke loana. 

Ed vor!te it all out , does a magnificent Job 
rlth Inudeen, but Mr. Bigger& never heard of 
it and Mr. Biggers is Mr. Inudeen1 1 right 
hand man, 10 it takes ~ hours, to be exe.ot, 
and they have got to go all over it agai.n 
rlth Biggers. Nov, Jesse Jonea haa vritten 
a letter app roving the plan. 

Yea. 

Here ie a letter approving tbe plan, and I 
only aade my statement after !d Foley -
to my house, IJ)t me out of bed at 7:30 -
at night --

Yea, ve ltnov you have never been in bed at 
7:30 in the morning. 
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Foley: 

l! . M. Jr: 

Bell: 

H.Y..Jr: 

Foley: 

H. M. Jr: 

Fole7: 

ll.M.Jr: 

ll. M.J r : 

1oleJ: 

H. M.Jr: 

Foley: 

H.N.Jr: 

Bell: 

White: 

- g -

It wasn't even neceeear7 to make t hat remark, 
wee it, Harr7f 

He wea juet going to work. I aet hiJI with 
hie oaillt 'Pftil going t o work. Well , anrva7 --

Well, if t hat 11 the c a se, I will tell hia 
t o get it troa Mr. Jones. 

Do you tb1nlt i t is vortbvhile to get bold of 
Schramm and tell h1m the vhcle etoryt 

I will Call him up and tell him. I vill be 
glad t o do it, it JOU would l ike me to. 

I think 1t would help. 

Su.re. 

l nc1dentallJ , I had breaktaat with Averill 
Harriii&D and be aa1d the whole crowd oYer 
there 1t moat entbue1aat1c about the 'l.'reaeurJ 
and t h e7 couldn't aek tor mere oooperat1on 
than vbat \fe are giving t hem. It 1e aort 
ot a club oYer there. It 70u weren't in the 
NRA, you can 't go to work ov er t here. 

That 1a right. 

I t 1e true. 

The fellow t be7 haYe naked ue t o l end them 
1e Larr7 Bernard, wbo - • i .n NRA. The7 
wanted t o borrow him t or the 8\lllllller. 

Nothi.ng doing, JOU know. 

I know. 

I mean t h at atill holds t rue, Norman. They 
don't borrow an7bod7 without •1 aignature. 
Oo ahead. 

I wee wondering 1f eomebod7 wae working on 
the requeat t or the Wagner Oommi t tee 1n 
oonneotion with th1a ~nking l e gislation. 

Oh :yea. 

£01 
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Bell: 

H. M.Jr: 

;ihite: 

H. H,Jr: 

Bell: 

H. M.Jr: 

Vhite: 

H.M.Jr: 

White: 

N.M. Jr: 

White: 

H. !i. Jr: 

lihite: 

Bell: 

H,M,Jr: 

Bell: 

H.I!,Jr: 

White: 

H. M.Jr: 

White: 

- 9 -

I hadn 1 t seen anything. 

Wb.at are :rou going to aa:y , Harr:r' 

Oh :yea, the:y are working. 

Yea, the:y are working. Harr:y wrote all 
the questions. 

He ought to know all the answers, then. 

I hope he does. 

No , it is an old profes sorial cuetom. You 
ask the anavera to the questions you don't 
knew. You expect the students to give them. 

You eay you d.1dn 1t write them all' 

No. 

Wh.ich onea? 

I stand on my first statement . 

202 

You see, Harr:y \4hite has even spotted a 
man up there. Talk about :your Fifth Column1etsl 

The:y are not eager to go forward rapidl:y v1th 
1t and so we want to cooperate v1th them. 

I would hate to wlll.t until the laet !ll.1nute 
and t hen have t o rush in a lot of answers. 

Will :you send tor Professor Wh.ite? 

Yes, I v1ll s end tor hl.m. I have a resolution 

By golly, they eat up about 2 , 000 questions. 
Wagner 1s ver:y sensitive about the tact that 
White did all th1e work and hae one ot hle 
own White men up there as A principal tallow. 
Don't let it out. 

There i e some resemblance. 

Ie the fellow up there or isn't he? 

Yea. 
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l! . M.Jr: 

Ball.: 

H. M.Jr: 

Bell: 

H. M.Jr: 

V1ner: 

Vhite: 

K. M.Jr: 

Vh1te: 

H. li.Jr: 

• 

- 1.0 -

Oka7. Theee yea or no anewere are terr1bl.e. 
What el.eet 

I haTe a reeol.ut1on here t or the Board ot 
Tru•t••• ot the Poatal. BaYing• e:yatea. 
Heretof ore tbe7 han taken tbe pl'Ot1 t 'lfh1oh 
we haTe aade on eal.e at OoTernaent eaourit1aa 
a.ttar eatt1.ng ae1de anou8h aone:y to P&J' the 
1ntereat and their expenaea, and turned 1t 
oTer to the Poet Ott1oe Departaent t or 
Postal. Rnenue. I thought 1t 11igbt be a 
good thing 1t the:y ueed that prot1t to 
vr1te ott the premium, at leaat on the bonds, 
and th11 11 d1reoted to that over the next 
three :yeara and an:y eubaequent purohaaes - -

I think 1t 11 a good 1dea. 

Chaaberl.&ln •• born 1n ' 73· How old doee 
that aalte h1at 

But:y-leTen. 

He 1a :younger than I thought . He val H1gb 
Oomm1e11oner tor retugeee ooa1ng troll Oerii&D7 
from 1 33 to 135· 

He worked on the treat7 of Verea1llee, 1t I 
aa not 111etakan. He va• one ot the part1ee 
on the Aaer1oan aide eo that 1e 11ther tor 
or aga1net h1.11. 

How woul.d the State Depart .. nt feel about 
:you getting theee aen dovnt 

Vel.l., the:y tool.ad around hera tor a ooupl.e ot 
:year• and the:y had to ahon the a1rpl.anee 
aoro81 and then the Treaeur:y deo1dee that 
t he t1tl.e oan paee 1n the &1r. 

20i 

Well , that 1a :your regul.ar etatt. I aa juet 
aek1ng the qu .. tton. It ••••• t o 111 tba7 
are det1n1tll7 1n the t1el.d 1n vh1oh prnuaabl7 
the State Departaent baa author1t7 oTer. 

I &II eurpr1eed, 11arr7. I aa not go1ng to walt 
tor the State Department. You and I agreed 1t 
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Bell : 

H. ~.Jr: 

Bell : 

H. I!.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H. M.Jr: 

II!U. t e : 

- 11 -

would b e & ewell thing to buy up all the 
strategic war materials a year ago and not 
give them t o anybody to make var. Nov t hey 
come along atter all ot Europe exoept England 
1a loet and they v1111t to spend a ooupls ot 
billion dollars 1n South Aller1oa. It they 
had epent 1 t a year ago , they would have been 
a lot better ott. I am not going to va1t tor 
MYbo<\7 or 1111ybody 1s t eel1nga , with the 
exoept1on ot the President 1 a. 

Jessup vas born in 197· That makes a good 
average. 

Am I still on you? 

204 

You have to s1e;n t hose l etters. Senator Thomae 
sent you a little no te about bi rthday greetings 
and enoloaed a t elegram he had received tro111 a 
man by the name ot England out in Logan, Utah, 
auggeat1ng t hat ve tAke a mortgage on t he 
neeta ot Germany and F'ranoe - England And 
F'ranoe a~a1nst t hei r war debts. I don ' t know 
whether that requires a reply. It doesn't 
say muoh. 

'.lb.y d1dn' t you d eoide 1t Saturday? 

Well, 1t was a ~ersonal note. 

Okay. Thank you. Uhat else? 

That is au. 

Al.l right, Dant 

Yea. 

Haroldt 

Har17? 

I think there ought to be a oonterenoe 
h ere and then it you wil l eat eome t i me 
aaide vi th1n the n ext oouple ot dAys to 
reconsider the ouest1on ot a method or 
s i lver purohaaing. Ther e i s some press 
com~ent and some i nformation that we are 
p1okin g up vhioh ind1oAtes t hnt Germany 
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ie picld.ng up eUTer and Ital7 1a picld.ng 
up eome aUTer, and it we OM rearrange our 
purchaa .. , we IIAT be able to &TOid buTing 
that eort ot tb1ng. 

Well, what happened on that, the Hew XOrk 
Times man eYidentlT had a 1t0r7 out ot 
Mex1oo that th1e eturr wae colling in and 
aeked me about it, and I esid I didn't know 
an)'thing about it, but we will be glAd to 
look into 1t. Dan asked 11e SaturdaT if I 
wee doing an)'th1ng about 1t, and I eaid no , 
and he aa1d ha would start. 

Yell, be asked 11e to pr epAre eomething bat 
I am ra1e1ng a 41fterent queet i on, not eo 
IIUob of answering, but ot reallT reeumtntng 
the va:r ot buJlng th1B etutt. 

Well now, if Dan and TOU would - and Cochran, 
I will appoint 7ou a co11111ittee o r three. It 
TOU will give 11e eometbing on thie, I would 
like Ter7 muoh t o haTe it; and 1t TOU will 
let Proteeeor Viner e1t 1n on it, I would 
like it. 

Okay. There ie a meeting ot the ExeoutiYe 
OoJDi ttee on Oollllll8rcial Polioy tb1e morning 
at eleven o 1olook, at wh1oh there 1e to be 
taken U!> the question or a cortee oartel 
llll1ob the ootree growers 1n tb11 He11iephere 
have been world.ng on and the State Department 
approves ot their re0ueet that - t o 11.a1t the 
i11porte or non-American cottee, that ie, 
cotree rrom Africa, wh1oh ie Dutch and Br1tUb 
and Prenob. It v1ll &leo rain the price 
here. It 1B coaolng up at the meet1ng tb1e 
1110rniD8 and I wondered whether TOU would like 
to baTe a little conrerenoe here bet ore to 
determine your attitude on the queation 
betore tba meeting. They ola111 the7 'IO!IIlt to 
work v erT taet. 

Well now, they are working too raet. Now, 
wouldn 1t it be good to have a tellow like 
Leon Henderson and Mre. Tb1ngabob e1t 1n 
on t he thing' 

Very good. 
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From our ltandpo1nt. 

Very good 1dea, beoauee coffee partiou.larly 

I mean, that 1e the t1ret t hing. I would be 
readT by el even t hirty. 

The meeting 1e el even o'clock th1e morning. 

Oh, goeh/ 
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I can wi t hhold comment· ~nd aek them to have 
another meeting l ater. The notice wae Saturday 
and they eaid they wanted immediate action 10 
they can atart the arduoua taak of d1at1'1buting 
quotae, eto. th1a request coae1 from the 
Latin-American countries more t han our eel vee. 

Well, it ie ten o'olock now. I don 't euppoee 

1lh;f a1ght I not at the meeting 1&7 that we 
want to go 1nto the 111atter a little more 
caretull7 and t her can have ano t her meeting 
or we CNI t elephone them our vi ewt, and if 
they are not 1n accord with the views expressed 
then, then t h1a afternoon we oan have a meeting 
here. 

Vh7 not have a •et1ng here at two t hirt7, and 
I woul d like to have Henderaon and th1a 
Kre. Elliott. .Uit Mclay. 

Two tb1rtyt 

Yea, I thi nk they ought to be here, don't you, 
Jaltet 

I don 1t ltnov . Neither of them know• anrth1ng. 

Well --

Well, the Prea1deot appointed th,. for that 
Job. 

That ie the oo~ttee 'e reapona1b111tr, not 
t he Tral\aury'e. 

No, but ther might have eo11e Ught to throw 
on our deoiaion. I take it our decia1oo would 
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want to be in aooord With t he proteot1on ot 
the ooneuaer. 
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I would l1lte t o have them. Now, are ;rou (Bell) 
tntereeted in th1et 

Not piU't10U.l lll'l)'. I !Ught e1t i .n on thh. 

Who elee? Herbert? 

I have a meeting at two o ' olook on another 
matter. 

Who 1e the per son 1n townt 

Over at Agri culture. 

Montgomer:r. 

You be here, Ed, t o keep 11e etra1ght legal.l.:r. 
Mr. Viner, Will :rou be here, pleaeet 

I t hought George might be intereeted. 

George Haae? 

Yee. 

Ftne . Georget 

I Will be glad to ooce in. 

Yea, I woul d like :rou t o oome 1n. Tvo t h1rt;r, 
oottee. 

There ie a meeting --

It I ma:r ea:r one word there, I don 't th1nk 
that 1e the oorreot procedure , Mr. Seoretar;r. 
That ie an inter-departmental oomnittee and 
:rou a r e eett1.ng up another i nter-departmental 
commit tee to pArallel t heir aot1Y1ti ee. It 
tboee people are to be called i n, the suggestion 
llight oome troa the 'l'reaeur:r t hllt the:r be 
repreeented at t he inter-departmental comotttee. 

I th1nlt :rou are right . 
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There ie t hie ditterenoe. Thi8 i8 a Treaeur:r 
opinion which ;rou are going to prea8nt and 
I tllke it all ;rcu are going to do vith respect 
to thell i8 to get their Yiewe on it to enable 
JOU t o oo .. t o e olle oonclue1on. 

Suppoe1ng when :rou go oYer there r ou ee:r I 
teal that Leon Henderson and Kre. 'l'hingabob 
should be brought 1n on this. wno 1a chaiman 
ot thl£' 

Grad)'. 

I think Vi ner 1e right. 

They are acting under an execut 1Ye order ot 
the Pr e81dent, and ther haYe been g1Yen the 
1nter-departllental tunction . 

I think t hat 1e quite right, eo Gradr should 
inY1te them 1n. We rill just llllke t hi8 a 
TreftiiUrJ decieion. 

'l'he Trea aur:r oan adYiae t hat they call in 
an:r other agenc:r of the GoYernment, thet 
ia perfeotl;r aporopriate. 

That will aleo make poaaible a later meeting' 

Then 1ntormallr rou can tllke adv1oe from 
an;rbod;r r ou 11lte, but :you oughtn 1 t t o .at 
it up at the meet1q;. 

I think he 1a right. When r ou go onr this 
morD1ng,tell them they ought to inYite these 
two people. ThAt ia mr opinion. 

I will do t hat . 

What elee' 

'l'here 1a a meeting this aft ernoon at three 
o'cloolt of that group vho 1e continuing to 
work on that Latin M8rioan lll'ltter. Do rou 
want me t o continue to work on that or would 
i t --

What ie rour own inclination' 
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MJ own inclination ie to work with them. 

Okq. 

That u all. 

George? 

(Mr. Maae handed report to the Secretary.) 

Ed, do :you wo.nt to look at t hh Who' a \lbo 
article about Chamberlain JOureelt? 

Would :you (Mana) again let me have the 
leteet thing on Allieon? 

Yea. The:y doubled laat week, trom a 
small baee. 

Well - to make it tor the reoord - I eent 
that telegram. You have got a oopJ 
(Mra. Klot~) ot that telegram I aent to 
the President on the Allison thing. Mr. 
Sloan called me in the countrJ. Me ie not 
yet read)' to put the stat! ot General Motors 
on the Allieon engine, and he von 1 t be still 
for several dqe. I oovored the whole tbiog 
in the telegram to the Preeident . 

Do you want tbe oopJt 

No, I Just --

Before Chick begins, there ie acmeth1ng that 
you doubtless have in mind v1th respect to 
call1og these men dovn. I wonder whether JOU 
want to get eome group conversation started 
here on t h1e question ot whether or not the 
committee which Churchill referred to m&J 
poeaibl:y be the Frenoh Government that we 
m&J have t o deal with. It ia going to make 
a d1tterenoe. 

llhat I want to do ie to get the Yary beat 
brains I oan in t hie ver:r teohnioal and ver:y 
ditticult t1eld ot international law. It I 
can get a couple ot people --

/ 
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International l~w is kind of obsolete, 
MP. Secretary. Nobody pays any attention 
to the precedents of t he paet. It ie what 
you want t o do. I think Harry 18 rlgjlt 
when he aaya it i8 polic;y more than l aw. 

I think what they can do t or ;you, they 
can t1nd the sweetest language to put any 
decision departing from the old precedents. 

Ed, I am th1nk1ng or you and me t ogether. 
It we can gat somebody down here like this 
man whose motivea are good and are the same 
as yours and mine, take my advice, my hunch, 
that it is good tor you and me. I have 
never advised you anything ;yet, or ;you me. 
It ia good t or both of ua. 

It ia oerteotl;y all r1gjlt with me. 

And 1t ;you will 8 tay behind a lllnute, I 
will tell ;you enr;ythlng I han in my 
mind. I will tell you everything. But 
take t he old man ' a adVice. I am ~9 now. 

They will be bere soon enougjl so t het you 
vould wish t o po8pone d1acua8ions? 

No, go right ahead. 

Maybe Danny will raise that. 

Dan 1e in th18 thing Juat aa IIUCh R8 I ~~~>· 
How do you r eel about it? 

Well, I am a little at loaa. 

On what? 

\lhat the dec1aion8 are. 

So am I . 

And t he problema. 

Wouldn't ;you be glad to ha•e them here, 
ava1lablet 

I don't know much about them. 

2l0 
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Vall ttn'TYa:r, I vould be. I vould lU:e 
to ban him and I P wre I all right . 

Ve had thie question up laet week or 
getting legislation on th.ia turning gold 
oYer. 

Vbat ie thie legielation I read in the 
paper' Was that atu!t you wanted' 

Yes. 

Did you want that? Nobody told 11e about it. 

Well , the publicity about it vaa Yerr bad. 
It wasn't true at all. 

It ie our' 
Yea. 

Just paaaed the Houee. 

It onl)' applies to the Central Bank and 
GoYernment tunde 'With the Federal Reserve 
Banke. It doeen 't apply to an;r others. 

Where were we' 

Oh1ok 8ohvarc. 

I bad a number or queriee oYer the week-end 
about a reported sh1pMnt or F'renoh gold to 
New York. I Juat wanted rou to be prepared 
!or turtber queriee th1e a!temooa at the 
preaa conference. The7 pYo a ngure or 
200 millloa. I called the NAY)' ADd asked 
it that eh1p vas there an4 the)' told ae the 
N~tY)' aa1d the eh1p •• 1n Portugal, but 
5,000 people aaw it 1a New York. 

The Navy ie good, aren't thert 

The;r did all right on that. 

Do JOU know sn;ything about 1t' 

No . 
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tle1ther does the press section or the Navy. 
You tmd they are exactly the same, You don't 
know anything !llld Admiral Stark IU'&ures me 
the press eeotion ot the llavy knows nothing 
and he re t sre all things t o the press section 
ot the llavy IU1d I will refer all things to 
you. Stark assured me he hlldn 't told the 
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press eeotion anything and referred all queries 
t o them. 

They referred them over here, 

And they sa y after all the Navy never gives 
out ship movements. Who am I to give out 
ship movements? Just sit tight. 

It was all cleaned up Saturday a t tvo o'clock. 

Did you do a nice job! 

About tvo o'clock they finished delivery. 

If there is any danger of that "Normandle" 
sUpping out v1 thout anybody knowing , tta7be 
we ought to revoke t hat lioenoe on t he 300 
t housand dollar olelm. As it 18 roow, it i s 
free t o go out. 

The question ie, to who i s she going to sli p tot 

The way it looks nov, it won't get to t he 
British. I think the owners ot it - t here 
ie a defi nite split in the attitude ot the 
Frenoh M d t here are any number who might 
prefer t hat the1 Normandie1 might no t go to 
the Britieh and t hey might respond t o pressure 
fro111 the Gerlll&n Government in response to 
artioleo ot the Armistice which reouire them 
to call home all merchant veseele they can. 
The 1 Normandie 1 i s prett y taet, and it it 
sl1ps out all of a sudden, we may hllve done 
just the t hi ng we don't want t o do. 

Well, at 9 :2~ i t eald the 1 Normand1e 1 bad no 
plane current for the sailing ot the French 
Line •Normand1e1 , vhioh ie expected to relll&in 
in the Hudson River f or the present. I would 
still l ilr.e to - this suggest i on ve buy the 

I 
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•Norms.ndte• and the "Queen Mary" and 
Hr. sumner 11elles told me I didn 1t know 
my eti~uette . I got slapped on the wrist 
tor wanting to buy the "Normnnd1e0 and the 
•Q.ueen Hary• in September. 

I still think there ia nothing t o be lost 
by revoking t hat l1oenae. 

I don 't think i t ie neoeseary t o revoke 1t , 
Harry. All we have to do i8 tell Harry 
Durni ng that we don ' t want her to go out 
without a little not1oe. 

Where 1s Basil Harris? 

We have been w riting h1111 pretty hard on 
do i ng things 1n whi oh h.e has no --

He can g1 ve us not1oe, thAt i8 all we need. 
We will only need a rev hours , if that 1s 
what we w~~t to do . We can notify the 
l! r1t18h. 

Except that th1a way you are 1a!e. This 
way you are legally tying t he boat up. 

I don't t h ink so, Harry, because t hey may 
be able to get the money somewhere else 
to post as a bond 80 t hat they can 11ft 
that libel. 

I d1dn 1t real1~e that. 

I don't think that 18 a very aeoure thing 
to hang on. I t h ink 1t 18 muoh eater to 
have a caveat with Harry Durn1ng. 

Is t here any lett on board? 

I don 1 t t hink eo. The rata have eaten 1t 
all up. 

That 1s Russian anyway. 

How rar did I get? Oh yea, Schwarz. Are 
you all right, Sohwarzt 

F'ine. 

/ 

213 

Regraded Unclassified



H. M.Jr: 

V1ner: 

K. l!.Jr: 

Young: 

H. M.Jr: 

Young: 

H.Y..Jr: 

Young: 

H.M.Jr: 

Young: 

H.K.Jr: 

8ohvarz: 

• 

- 21 -

Mr. V1nert 

'l'he euggeat1on bu been made to •• that 1t 
we were alert we would p1olt up a oouple of 
hllndred ot theee rrenoh ordDanoe experta, 
eng1neara, dea1gnere, and ao on, and get 
thea out and Toulon 1a an t.portant o~oe 
aanufeotur1ng place eo tbe7 probablJ are 
et1ll aYa1l able. 
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It 1e tunn7, I had the eame idea. It auet 
be good. I wondered whether we re&ll7 couldn't 
get eome top tl1gbt people. 

I talked about that with Mr. Punh lut week, 
the auggeat1on tbe7 take eoaa 1n Canada. 

I will aee what I oan do. Vhat elae, Jaltet 

Dr. Mead 1a dUl Rolla Ro7o1ng and baa 
enl1ated the aid of tbe Rolla Ro7oe laVJ8r 
1n Rev Yorlt, 'llbo hae been on •1 neolt. 

'l'o do vhatt 

I would like to eee 70u about that aome 
time tor a aoaent. 

You mean be 1e et~ do1.ng thatt 

Ro, be baa traneferred ae d1reotl7 oYer to 
tbe Rolla Ro70e laVJer 1.n. Rev York n-, ao 
that he doe an 1 t ooae 1n between, but lie aleo 
haYe a letter troa Kaur1oe W1laon through 
A1.r Coamodore Balter, autbor1&1ng t he releaee 
ot other 1teae to the Rolle CoiiJ)&II7• I 
would l1lte to eee JOU about that tor a ainute 
eome t1ae tod&J, 1t I oould. 

'l'be Drew Pearaon etor7 of laet Pr14&7, Cueto•• 
aeeurea ae there 1a not the al1gbteat toundat1on 
t or tbe orU1o1n 1n it. 

Vall, JOU and Cb1olt get together and draw up 
a little aeaorandwa and let 1a atnd 1t to 
Pearaon and let Cb1olt handle that, will 7out 

I v1ll get 1t done. 
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By tive o ' clock Saturday afternoon, we had 
thie new two million dollar eale contract, 
the deta11e worked out, and the etutt abould 
be 1110rtng by nov trom Navy. 

Well, g1Ye me two me£oranda. One me1110 on 
what the 93 planes - it that ie finished and 
what vent with them, you eee, in the way ot 
bomb a. The boobs were being turnUhed by 
the Navy, weren't they' 

Yea, . they were. 

And then whatever thU other thing JOU are 
tallting about - give me another one, and 1n 
each oeee indicate wo vas helpful - wa 1n 
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the Al'II,J and NayY vere helptul. I vee surprieed. 
I wrote a letter to the Preaident 1n which I 
commended t he people in the NaYJ and Mmlral 
Stark vee ver, much pleaaed and put it 1n the 
record and e•er,.thing elae. 

Incidentally, tor good neva, the U. s . Steel 
will deliver all ot these thousand pound 
bomba before December JO, 19~, the new 
ones, on the 37 million dollar contract. 
U. s. Steel will make these thouaand pound 
bomba tor the Nav7 and the7 will all be 
deliYered before --

Those are the cocplete bomba, or Juet the 
casing•' 

It 8&78 NaYJ bombs. It doean't eay i! they 
are complete. 

What else, Phil' Tell HcXey to tix you up . 

I alao hftYe a atatement tor you on vhat 
happened to the materiel that has &lresdy 
been shipped out ot Raritan. 

L 
You haYe that' I am not going t o Maurice's 
word on an7th1ng. I am not going to take 
an,.thing other than through lenned7 tro• 
Lord Baaverbrook. 

8hall I tell .Ur Co111111odore Baker thaU 
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Yea. fhe only authority that I will 
reoogni~e ie word to Ambaeeador Iennedy 
directly trom Lord Beaorerbroolt. I won 1 t 
reoogni~e any other. 

I thJ.nlt it might be better to do it through 
Purorie to Balter, rather than direct. 

Okay. But Mes.d has gone and sot t he Rolle 
Royce lawyers and all that. 

Evidently the Rolle Royce lawyer has been 
upset continually. He still want• the 
release o~ plane to the - the •G• plane 
to the Rolle Company. 

Vell, I wouldn 1 t take an;rthing other than 
trom Lord Beaorerbroolt, Kennedy to me . 

Al.eo there ie one other angle on that which 
ie that they are orery anxious to haore these 
ti ve men come over trom Engl.Md to work on 
the Rolle production. file Rolle OolllpiUiy 
in Engl3n d hae advised Olley they will not 
release them until the British Government 
h.oos ,. request trom the AmerioiUI Government 
tor t hem. 

Vell, let's olean up all that etutt. I 
will eee you later on it. 

I haore nothing. 

Edt 

Nothing. 

Herbert! 
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Guy Helorering called me up Saturday aDd went 
over again thJ.e question ot ape a1 al stamps. 
It got do1Gl to only two thJ.nga, that they 
could put etampe on playing o3rde or documentary 
etampe, eo they thJ.nlt it ia no t worthwhile. 
fhe reat ot the etutt ie - JOU eee, cigarettes 
have been eliainated and the rest ot the 
etutt, the tax ie paid by the manutaoturer 
and no e t8J!!P 1e on the art1olee. 
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Well, I am not satisfied. I won't take it. 
Ha.rold, I g1Te :rou the aeaignment. I want 
a stamp or a piece of paper to go on eTer;r 
eingl e item in thie billion dollar tax to 
show it is national defenee. It ie :rour 
us1gnment, and I Wftllt it pereonall:r to go 
on th1s thlng and I won 1 t talte a no. ETsr:r 
single item that goes in the billion dollar 
national defense, I want the person to know 
he 1e pa;ring it, to haTe a national defense 
receipt or something . 

You oean items that are pa1d by stamps? 

I don't care. I want an entirel:r new 
technique worked out . There i8 a billion 
dollars for national defenee. WbateTer m:r 
contribution is toward that bUlion dollare, 
I want some kind o f a r eceipt from the 
United States Governoent to show that t hat 
goes to national defenee. 

I understand that Mr. Helvering ia working 
on that. 

That is one thing I wanted to mention. He 
said they suggested the:r could use a stamp 
t hat said, •Defense Tax Paid". I want to 
add that I don't thlnk hie 1dea 1e a good 
one. 

Well, I am in a hundred percent disagreement 
with :rou and I have tried 1t out on a number 
of people, and enrybody that I have talked 
to th1nlts 1 t 1a a good idea. Wb;r don 1 t you 
like itt 
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I don't think it i8 neoeeear;r. I don' t know 
what good it acoo~l18hee. It tends to freeze 
these particul ar th1nge ae defense taxes eo 
that if :rou want t o adopt those same taxes 
later - bow long are you going to continue the 
defense st&mps - and then -

The rest of my lifetime . 

It leads to jeers t hat t h1e thing is totally 
inadequate, that it ia Juet an al1b1 for 
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partiall7 meeting .rour detioit . l juet 
don ' t think 1t 1e an.r good troa an.r upeot. 

I aa eorr.r. I had to take it betore ¥are 
and ICeane and I think 1t Juet lqe the ground 
tor a moh, woh 110re eenre tax ae the .reare 
go on and people v1ll beooaa 110re and .,re 
ooneoioue ot What it 1e tor. 

Herbert, there 111a7 be th1e aer1 t 1n 1t -
exouee ae. 

llhatt 

Vhat were .rou go1ng to ea.rt 

Nothing. 

I wae IJ'Ilpathet1o to eoae ot the th1nge 
Herbert eaid, but I think there aa.r be 
th1e aeri t in the etaap tax, that 1 t 1e 
poea1b1e that we 111a7 heYe to f110 Yer.r .uoh 
turther, Yer.r, Yerf auoh turther 1n th1e 
direotion than we haYe in the oaet, an4 
we aa.r be inYo1Y1ng expend1turee totall1ng 
an7llhere troa 10 to 15 billion dollar• 
a .rear in the next tev .reare, in which oaee 
there would be auoh to be ea1d tor a eeparate 
tax. 

Later on, but not nov. 

I .. an it .rou began nov, I think 1t aigbt 
make it eaeier tor additional taxee, that 
mar be oal1ed torth b7 the expend1turee. 
It th1e were the onl.r aaount we wre going 
to epend, I would be ino1ined to agree with 
.rou, Herbert, but I don 1t 1hinlt 1t 11. 

I think 1t aakee it acre d1tt1oult. 

Well., I vU1 trr 1t out - enrr pereon I 
haYe tried 1t out on 11kee 1t. Did .rou want 
to eq eoa eth1ngt 

Barr.r hae ra1eed the point I vae going to 
ra1ee exoept I vae going to argue 1t the 
other va.r, that I think 1t would be rather 
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di~tioult on a 15 or 20 million dollar 
progru to earmark your reYenue. I vould 
like to e ee t h1e whole tbing thrown out 
i n the next Oongrees it ve are going to 
reYiee t he tax structure. 

I tb1nk the vbole program, t he ear~:~arking 
o~ bonda, Md t he taxes, &re a 1111stake. 

All rigbt, but it is a taot. The bill 
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passed. The ~act remaina that - let's 
say, vhy did Mr. Roosevelt hold up bie 
national detense program? Because he thought -
he vas told he couldn't raise t he debt limit 
and t he only way we could rniae it i s th1a 
VllY a nd we have aooomplhhed 'llba t "1188 con­
sidered waa i mpossible and I had t o ask him 
and beg him to let me go on my own and try 
to do th1a tbing and he aa1d, 0 A1l r ight, 
Henry, you try it,• and eYerybody told me 
it oouldn 1 t be done and the only tbing he 
has had t o do with it is tvo tel ephone 
calla. Nobody could get t he debt l imit 
raised unle ss we did it this way. Whether 
a person likes 1t or no t, we have accomplished 
it and it ie a good bill and t he only hope 
you oan g ive these people ia as 1t geta 
bigber and h1gber that it and when the day 
eboul d oome that we don't haVe to do it, 
t hese kind ot taxes 4iaappesr. 

But here you have got a tax you are alvaya 
going to have. This billi on dollars increase 
is something we should have done witbout 
the 4atenae program, anyway. ~/e are going 
to .haYe to he ve taxes on t hle eo ale so 'lilly 
advertiae ~hese as detense tAXes? 

But could you get it? 

9ut you don't need to put th1a apeo1al atamp 
on now. 

But could you get itf 

Yea. 

No, you couldn 't. The answer 1a, you couldn't. 
It vaa impoaa1ble to get the debt raiaed or a 
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tax bill through except tor national defense. 
You eouldn 't get it any other way. 

But that 1a not an argument tor putting a 
apeoial stamp on. 

\/ell, I feel very, very strongly on this 
thing. I took the brunt on the Hill. Every­
body else said, · ~fell -•, I tought continuously 
and as recently aa a month ago. We went to 
bat with the Pres ident on earmarking tax 
revenue for the Virgin Islands and the 
President wrote back, "Let me do it this 
time but I von 1 t do it agAin.• 

Mr. Seeretlll"y, I think th1e t hing -­

How long ago w.a t hat, a oonth ago? 

I think we need t o have muoh mere discussion 
ot t his point tor thie reason, l~r. Secretary. 
It is your idea and you will be responsible 
for it, and there will be millions and millions 
or people trom now 1ndet1n1tely. I think it 
baa very good advantages. I think it baa 
some disadvantages, but I think in Justice 
to yourself in view o r the faot it ia some­
t hing that is going to go on and receive a 
lot of publicity a t one time or another, in 
view or the fact you ere going t o be held 
directly rest>oneible, I would l ike everybodY 
to have an opoortun1ty t o thrash t his thing 
out independently and eee whether there i s 
any consensus that 1e opposed to your 
position and then bring it to you, but I 
think it needs - -

lfe can discuss it again toaorrow. It is all 
right. 1/e will die cues 1t at 9:30 tomorro'"• 
I will always listen. You can diseuse it 
again tomorrow, but Herber t is the first 
fellow, and he may bo right, but he is the 
first fellow that enid he didn't like it. 
But Bell doesn ' t like ea rmarking special 
funds. He doesn't like that nt all , but 
that has got n.oth1ng to do with the fact 
th• t it is accomplished. It ie history nov. 
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But this other, there ie a decision that 
hae to be atade and it, after ha't'1 ng seen 
a1.1 the argurDente and haYing d1ecueaed it, 
you still are ot the opinion, that ie t1ne. 

You can bring 1t up again t oatorrow morni ng 
at 9:30. Ia t hat tR!r enough? 

Yea. I agreed that everybody elae wae wit h 
JOU. I started the tight on this after t he 
ateet 1ng on 1t Thursday. 

:..21 

But tbat baa nothing t o do with the t act , 
Harold, that it, attar 11eten1ng to everybody -
I still want t o do 1t . You should work out 
a way that it can be done. It baa got nothing 
with it. 

I will work on 1t. 

And thank you (Gaston) tor bringing ate your 
opinion. 

All right . 

I will give you another chance on 1t tomorrow. 
How ia thatf 

I will be delighted to h&ve another chance 
at it. I t1roly believe 1t is wrong. 

Oka;r. 

/ 
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