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AcJ'1cW. two. 
See 1l&r Colldl.ticu 

Uex&Dder, li'IDord s. 

-·-
s .. Appoi.Dt.Dte &Dd Real&~~&tioaa 

Aaerioan Boeab Corporation 
Federal Bureau ot IDwatigatloa re,port •••••••••••••• . • . . 

a) Treaeur,r acknowledges- 6/27/40 •••••••••.••. . .•.••• 
Appointaente and Reei&~~&tiOIIs 

Uexacder, lliltord S.: 
Sugeeated tor District Supervisor, New England, 

ot Alcobol Tax Unit- 6/27/40 .•.•••• •• •••.••••••••• 
Nelaon, Donald: 

FOR wants Nelson to sts,y as head of ProcurCI:lent: 
a) HMJr and Watsao disouss- 6/26/~ •••••..•....••• 
b) BUJr and WeReynolds discuss •••••.•.............. 

FOR appoints Nelson Coordinator of llatiocal Defense 
Purcbases - 6/27/40 ••••••••••••••••••••.........•.. 

a) HWJr and latsoo aga1D diseuse - 6/28/40: 
See Book 271, page 106 

b) HWJr considers he io •not losing a thi.Dg" -
6/28/40: See Book Ell• page 104 

o) HMJr aDd licReyDolds again discuss - 6/28/40: 
See Book 2IJ., page 109 

Jray Contracts 
See War Conditions: United states 

- 8 -

Danca Cre<U to I taliana 
Federal Bureau of Investigation report acknowledged -

Book 

276 

Pap 

224 
220 

168 

2LS 

6/26/ J.O.... . . . . . • . .. . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . 127 
Ba uaoh and Looob 

Disoueead at 9:30 .. etillg- 6/27/40..................... 154 
Belgi\a 

See War Conditions: Foreign Funds Control 
Bide 

Sea War Conditioca: United Statu - Coatracts (Ars7 and llaVJ) 
• BWI.inau CoDclitione 

Eo011oaio De-.elo_.,ts: Bohle (C.,..erce Depert.,.t) report -
6/Zl 140. . . . . . . . • . . • • • • • . . . . . . . . . . . . . • . . . . . . . . • . . . . . . . . . . . 200 

Oa~~ada 
See War Conditions 

China 

- 0 -

See War Coaditiooa 
Coamuniat Party 

Federal Bur.u or lDnatiptloo report acknowledged - 6/26/40. . 127 
Coatraota, .l.ftiT and 1&.,-

See 'lar CoDditloaa: Onited Statae 
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- D-

Der .... ,..,_1 Book Pap 

S.. liar Coa<litianaa Unlt.ed States 

Ford, Edael 
Ford, Heocy 

-F-

See War 0ond1t1onaa Ai rplanes (Enginee) 
France 

See War Cond1t1onsa Ships 
l're18ht Shipments 

Haaa aeaorandus - 6/27/40··••••••••••••••••••···· · ··· 
Fuau (Tavara and I oungbouse) 

See Nye, Gel'lld P. (Senator, Hortb Dalcota) 

- G -

Ge~ 
Sea elao lar Cond1t101ls 
• Poa1t101l of t he United states on Capital Aeeo1111t 

vi a ... -via Graater Cel'llllley•: Cotton report - 6/26/40 .. 
Fedel'll Bureau of Investigat1011 reports aclcnowled&ed -

6/26/40 • ••••......••• .•• .••..••••••• •• ••••••••••••••... 
Gold 

Icelanda \Uahea to ship $800,000 worth of gold to Federal 
Reserve Bank of Hew York to be placed in earuarked 
account - 6/26/40 .................................... .. 

Groat Br1 tain 
See l'lar Conditions• United Kingdoa 

- H -

l!arri!Cft, Oeorge L. 

276 171 

126-A 

127,140 

86 

IIIIJr t ells Harriaoa be 's glad be (Harriaon) 1a to be rltb 
Fedal'll Reserve Bank of !lew York au aoatha lo~~ger -
6/26/40........ ...... .................................. 107 

Iceland 
Sea Gold 

Irel and 
See \lar Conditions 

Ito]J' 

-I -

Banos Credl to Italiana: Federal Bureau of Invutiget1oo 
report acknowledged- 6/26/40· · ••••••••••••••••••••••••• 127 

- J-

Japu 
See elao liar Coadit1ou 
Federal B......u of Iavut1get.1CD report aclalowledged -

6/26/l.fJ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . 12'7 

• 
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- L -

LaUA Aaerioa 
CloDfereDCM at. llbito BOUIIJ preaaatl Pill, Bull, IIM1r1 

llallaoo, Boptiu, D. w. Bell, 1.11o PerltiDe, 11bite, 
aDd Cbe1ter Da•ia- 6/27/40······ ·· ··· ················ 276 

a) Pill urce• MOouit)' of a!*)itio reo-lll>.dotiODa 
bat-~ ...., bociD .Ui.llc otteotin 
trade o.rrcc-lllt• 

b) Forreot.al •11C&••ted u coordiDator 

-11-

llaU (ForeigJ>) 

171 

S.o liar Condi tiona 
Mexico 

federal Bureau ot Invootigation report......... ......... 227 

-I-

lla..y Contracts 
See ..,.. CondUillllll OnUed states 

Relocn, DoDald 
See Appointoocta and lleatcnstions 

Jlro
1 

Cerald P. (Senator, Jorth Dakota). 
llocd.riDC 1 a ate toaon t o t IIIU r 1 o hCIIll concorniDC !lye' a 

preference tor the Swias Tavara f'uso over tho Gerun 
Youngbouae repeated to Hoover (Federal Bureau of 

· In-.eatigotion) - 6/26/40.... .. • • • .. .. .. • • • • • • .. .. • • • . • • \I. 
a) BiiJ".and Roonr diseuse..... . ..................... 70 

-0-

Ocilla, no,d 
BIIJr and Rander..,n &pin diacuaa a Go're....mt appoint-eDt -

6/26/40. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102 
Ottioo tor Coordination of Rational Detenao Purcbaaes 

See liar Condi ttonea Oni ted States (Purobaal..ll&) 

-P-

Parao=al (Do!-) 
See War Cooditiooaa United St...tea 

l'billlpe, Sir Frodor1clt 
BIIJr tella Plarfla bo would l.1lte to "-'" l'billlpe visit 

Onited state• &pin- 6{27/40 •••••••••••••••••••••••• • ••• 

a) BIIJr discu .. oe ritA'-~ 
b) Loth.i&n toll• IIIU r or ap_pro•al; ulte lr.U r to 

bandlo pubUcit)' - 6/28/401 See Book m, page 1 
1) BIIJr tells lCOIIII~I Seo Book m. pace 2 

pr.tlto et ac S.. War Coaditiooaa OD.lted state• 

282,299 
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-5-
Book 

So<:id S.curit;r Act 
Allocation of coat of adainiaterinc Title 11: 

rDR aaka Secretary of Treeaur;r aDd :l"ederd Securit;r 
Adainiatrator to discuss - ·6/27/40 •••••• • ••••• • •••• 276 

Sooua, T. V. 
See War Conditions: China 

- T -

Treasury Department 

170 

Secretary's Annual Report , 1940: Bell (D. rr.) auagests 
that complete historical review of paat seven years 
be included- 6/27/40................................ 166 

- u -
United ltingdoa 

See r...- Conditions 
United States 

See roar Conditions 

- il-

liar Conditions 
~~culture: 

Foroicn developments- 6/27/40 •••••••••••••••••••••• 
Airplanea: 

• 

Engine&: 
Ford llotor Company: National Defense Advisory 

Commission releese ccncerninc verianco in attitudes 
of Henry Ford and Edsel Ford with resard to mass 
production of Rolls Royce engine for Allies 4nd 
United States- 6/26/40 •••••••••••••••••••••••••..•• 

a) CoP,y to lennedy in London •••••••••••••••. ..•.•• 
l) Kennedy' a reply ....................... ... . 

b) !ll:Jr tills General tat aon ho can toll Baruch 
•l{nudaen does not .ant to do business w1 th 
Ford since he has brokcm bis word• - 6/26/40 •• 

llscldJ!e Tools: See 'liar Conditions (Purchaeina lllesicn) 
tor eener6l discussion of entlro sitlll'tion following 
Frencb collapse - 6/26/40 •.••••••••••.••••••••••...••• 

Ward (J. Carlton) report : Copies of He. 3 sent to FDR, 
Knudsen, et cetera (report itself not attached) -
6/26/40 •••••••••••••••••••••••.•••••••••••••••••..•.•• 

Belsium: 
S.o War Conditions: Foreicn Funds Control 

Canada: 
Hogot1at1ona reletive to application or Canadian foreign 

axchance control to foreign currenc;y and securities 
held by United States citi•ena resident in Canada -
6/27/J.O ..•..•• ••••••......••.•.....••.••...• • · · · · · · · · · 

Cbinas 
Sooac (T. V.), bead of Bault or Chine• Vilit to HliJr 

arran&ed - 6/27/40 ................................... • 
!xcbaDC• aartet re~- 6/~6{LO, 6/27/40 ••••••••.•.....•• • 

179 

2 
4,8 

149 

66 

)1 

18 

211 

190 
77,191 

Regraded Unclassified



- 'I - (Coot ill \Wid) 
Book 

lio.r CaDditiona (Cont1Dued) 
·Forei go FUnds Control• 

Belgilll l Cochran intoma Belgian l'ebaeey or revocation 
ot general license in favor of' National Bank of 
Balsi'!l' and Bel& ian Oovernment - 6/26/40. .. • • • •.• . • • • 276 

a) See Belgi&D !abaaey memorandWA on legality 
UDder Balsian law of Bank' a actlvit.iea• 
Book m, p&&e 212 

Fuses (TaY&r& and Io~ouae)l 
See 9;ye, Gerald P. (Senat or, llortb DU:ota) 

Cenoaey: 
Aaerican ~aSS)', Bar liD, reports on general co.....,nt 

on •new eoono.ic order to be developed under control 
of Carmany• - 6/26/40 .. ....... .............. • • • · • • .. • 

•Position of the United States on Capital Accoun t 
vis-a- vio Ore•ter Germonr•: Co tton repo1-t - 6/26/40 .. 

Ireland: 
Supplies requested or United states discua..,d at 

9:JO meetin& - 6/'n/40 .. .. ....................... .. .. 
J a pan: 

Grew report on gon.ral condi tions- 6/26/40 •• . •••.••••• 
11&11 ( l'oreigo): 

Hoover aska l:t.Ur tor cooperation in ettor t to ex••'n• 
wblle 111 truait ~ United states - 6/2:1/40 ••••• 

a) Discussed at Treaaurr conference .•••••••••••...• 

Purchasing Yiaaion• 
Conference on entire program; present: R!.!Jr, Knudsen, 

Young, Purvis, Nalaon, and Faler- 6/ 26/40 ... ••••.• .. 
a) Machine Toole• Knudsen inquires whether 

Br i t ish can take over entire 6000 contracts 
1) Fo~ula for payment discussed 
2) Plan b;y wbicb United States would ndvance 

capital requireaents tor the tools, United 
r;illgdoa to pe.y later so liiiCb per unit of 
product, discussed .. . ..................... . 

a) KnudlllO po1Dts out he was spreadillg 
absorptioo of tool and die expense 
over 20 1000 rather than 10, 000 engines 

b) Residual value of tools diaouesed; 
Knudsen thinks they wll1 be worth about 
tJ.B a ton, there will be so lli8JIY 

J) Curtioa-'nrigbt contract and formula used 
(worked out b;y Knudsen for bu1ld1Dg plant) 
given to Purvi.s in conference ••••.. .. .•.•• .. 

a) Conference between eurtiaa-5r1gbt 
representatives and Datansa Advisory 
Co.-ittee at wbiab 110 representatives 
of Treasu:ey or Allied Purcbaailli 111ss1on 
nre present: Curtios-:'ll'l.ght po1Dts out 

Pap 

121 

126-A 

158 

112 

184,193 
229 

Jl 

J5 

~0 

•you don • t want belligerent govertlllents 
to own plants• and ·c~nse or government 
(United Kingdotll) 1D 1948 or 1972 might 
Jeopo.rdize re~nta• reveal ed br Purvis . . ~2 

l) Knudsen mentions bia rllllngnass to 
find saoe other ~ ratbor than lease 
arra:aa-ecent ..••••••••....••••.••• .. . • • 47 

Ve~.Jl~r: ~fJ7i~ . ~~~ • ~: . ~~~~~~~~~. ~~~ ...... . 185 
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l&r CoDdJ.tiooa (OootiDued) 
ll>ipel 

- • - (Oooti.JIIMd) 

SeiiAIN ot Genu &1111 ltallu ...... 11 ill .IMrlO&D 
•tara• 

Book 

Cootlll'eDCe oo poaaible altematifta; pre...,t,, 
Jacltaoo, J udea Townaeod, Polq, &1111 0..... 
(Ouetoaa) - 6/26/40... .. ...................... 276 

a) Attoroey Oeneral llu.rphy' a opillicn aa 
traiiJIIIitted to PDR on Aquet 28, 1940 (?) 
attached •••••••••••.••••••••••••••••••••• 

Coot...-ee ill 111111 1a office - 6/26/40 .•••.••.••• 
Prance• Holding or ahipa ill United States porta: 

ll.,.orandua to FDR from lfull, II!Ur, &1111 Jackson -
6/27/J.O ....• •.•......... . ... ......... . ....... .... 

a) Possible procllll!l&ti.on an~ anchorage 
regulations attached 

b) lihUe Rouae announc.-ent diacuaaed at 
Trea&Ur7 conference- 6/27/LO •••••••• •••••• 

c) R:Mr and Poley discuss •••••.••••.•••••• ••••• 
d) Ear17 Worea treaa~>cy FDR lijp>ed proclaution 

and regulaticno - 6/28/40: See Book m , page T1 
1) Disouaaioo at Treasury meeting: 

See Book m , pase 78 
2) Release by Wllite Rouse diooussecl by 

TreaOUcy pooup1 See Book 271, page 154 
Stretecic lleterials• 

T\lniatec and Anti•O!Q": 6000 tans wbich hench nre 
neactiating ror now omed by United States - 6/27/40 .•• 

Ullited KincdOII: 
llllitary Situation• Raporta froa London traneaitted 

by Lothian - 6/26-27/40 •• • •••.•• •• • • • • ••• • •• • .••••••••• 
tJoited State•• 

Contract& (Arey &1111 Buy): 

Pace 

ll 

12 
1) 

2S4 

156 

Any CQIIpell3' biddin& auet rue certificate or atock 
ownerabip ahowina that not •ore than 1~ or the 
atook is owned outside the United States - 6/27/40. .. 1~1 

Any CO.p&QY bidding must disclose all facts concerning 
etock ownership end clti:enabip or direotora....... . . 1~2 

Perao1111el (Defense): 
IDIJr telle r.at1100 all appointees ~ould be cleared 

llitb treasury &1111 JUati.,. tbroll&h Rci!Jiynolda -
6/26/40 . ........................... ... . . ............. . 

a) l!IIJr end Henderson diecuoa - 6/26/40 •••••••..••• 
b) l!IIJr and Kefteynolds diacuas- 6/26/40 ••••••.•• . • 

Purchaein&: 
Office rcr Coordillation or l&tioaal Defense Purchases: 

64 
68 
72 

Order eatabliahin&- 6/27/40........ . ................ 24~ 
a) lelaOD (Dooalcl II.) appointed Coordillator 

SUrplue Katarial1 Oootereace to discuaa issuance or 
pi'OClaaatian by FDR creating eabar&O oo aateriala useful 
ill national defense and also licensee for export to be 
laaued by state Dtpe.rtaeot; present: IDIJr, Geatoo, Bell, 
&Dd Major Saith- 6,(26/40··················••••••••····· 59 

a) state Dt~t aim•• to be r.....s or raapcDaibUity; 
Adaini.u.tor of ~ CcolVol (Colooal llexwll) 
to be in ch&J'ce: ~r'a ~to Pill-
~27/40 .••••. •..••••• ••••. •........ •....•.....•... . 286 
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Ward, J. C&rltoa 
S.. 'far COII41t1oaaz .llrplaDaa 

- I -

Intena, Dwight B. 
HYJr and Henderson diecuss - 6/26/40................... 276 105 
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NJ:i1 TCliK DAILY nJS - June 26, 11140 

.490 Million in -+ 
French Go/d. on 
U.S. War Vessel 

, -By CUY RICHARDS. I 
Behind a routine announcement from the Trea.ury and 

lay the otory or one or the 

at rAnges t and mos"t secretive 
t he United States Navy, 

The atatement, issued la Wuh· 
bl~rt.on. a.ald onl>•: 

.. Some \.ime ago the Unitftd 
8tatet. pun":ll.a.sed a aum 61 r aid 
Ito• lh. Fr.nch Gov-unmcnt.. It. 
"'" lnn.t:portM to the UaitH 
Slatn abGard the 0. S. S. Vio· 
tnsnn, which wu Hturni:J'lg home 
re oat abroad."' 

f'wl at I Ut.IOf,tOt. 

E.st.IM&t.H ot tM amount ran aa 
• tr b •• J490.000~if ~fl"t'Ct. 
th« larrut colden hoard nu to 
tt. •hlpPf'd on a .sincfe Tttaoel. 

Up to the time the anl'loun.te· 
"'r-n~ "'*S n•ade, otmo&-t &K'~J 
ha;l "'m·ounded the whole matter. 
Allhouah the Vinccnnn: a heavy 
r rulur, had dotktd at the New 
York Navy Yard, Brooklyn, on 
Q'br.,'ay, the Navy IMIUed •he 
• •• ... uu In Portugal." With two 
dtatroytn, the Truxton and the 

missions ever undertaken by 

Simp1011, ahe l'Jad bttn tent. to j 
European wat.t.n on llay 28.. 

A 11 c&ay Monda7 a at8d7 atftam 
of uveb ttlAilured 1,500 KrftO 
C'aftYU ba.r'f, udt c.DtailliaK 164 
pocmd. of coW. from UN NaY7 1 
Yard LO Ui• Unitcocl s ... tu Assa7 
orne. at ow Slip and South SL 
Ottinors and mtn of tht ViQCC:u"­
N ••II N t.he dYU1an trvck driY· 
en. h.ad been awore t.o til('nu. 

Nevtrthtltu, It WN learned that tt•• cold • • • t.aktn ft'9~n eua. 
blan..-a, P~Mh Koi"'ttt, b:r Utru 
ht..-117 c:amoufta.r«< frt.icbter. to 
a aecrtt. "nduvoua'vwhtre it wu 
lran• ft rftd to tht i:ol!t.nnu. 

Her miNion comple~d and the ' 
tabu1ou•ly valu111ble urro ut~ln 
tht nult• of the A..a.:r Olfll!t, the 
c:rul1er talltd for an unannounced 
de•tlnatlon a t 2:.,5 P. M. )' tAter• 
day. 

l 
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For releaeo in morning papers PR 18 
Juno 26, 1940 

Wr . Henry Ford ' s r etuaal to manutacturo aircraft ongincs in tho 

United States tor tho British Govor1wont has foreod cnncollntion or :plans 

for early ~Ass production by the Ford ~tor Co=peDf ot tho Rolls Royce 

aviation ongino , Williams. Knudson, ccmbor or the National Defense Advi-

sor.r Commission in charge or production, nnnounc&d today . 

On L:ay Jl, otticia.ls or the Ford llotor Cocpeny, including lir. 

!Wsal Ford , PNeidont, called at tho TroaiNI"J t o consider pnrt1cipet1on 

In ® ongino progrlllll. They ~od to etucly tho Rolle Royco dosisn, w1 th 

n viow to production, and eubsoquontly dio~Jss•d the cott er wi th Wr . 

Mnurico Olley, Rolle Royce r eprcsontotive tn Detroit . It bud boon hoped 

thot production in tbe United Stetos would l>o ox-poditod by employing Ford 

tncillt1es duo to the fact t~t Ford intoroste In Croat Frltn1n b.eve a 

contract with the llritish Govo.rnmont tor IIUU\utncturo or Rolls Royce on-

g1nee . 

On Juno 11, Jo<r. Edsol Fot'd Gnd his osar,ci'ltes collf~rrt>d in Wash-

logton with l.lr . WUU= s . U!udson, mo;olk>r ot t hl Nnt1on.nl !Nronsc Advl-

sor,r CClel:liaaion in cbar0o or production, :>ltd Dr . CoOrGO J . Mend , be~ or 

tho ooronout1co.l ooot1on o: JO.·. XnuJ.sen' a cliviuion. At thnt contcronco 

Llr. E4s01 Ford woe 1ntol'lto0d thnt such of the tiOtora as '1!91'9 produced :tor 

the Bri tisb Gover~~~nent would hnvo t o bo bougllt a nd pe id ror by that Gov-

ermoont undor o separ ate contrect, while those produced tor the United 

States lbvcrn~tent woul4 bl>.vo t o be covered by a controut with t ho United 

• 

2 
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-2--

Statea War Dope.rtaont. llr. ! dael Fore! requeaud tbat be bo lll.l.O'IIed an 

oppor tunity to 41aouaa tb1a pbaso of tho CAt t or with llr. Henry For4 , and 

noxt day be called llr. Knudson on tho tolopbono IUI4 aoid tM orrnneomont 

was aotiatnotor,y. 

lleanwhUe, the Allied Purchooing C0111111iaaion IU'ro.ngod wi tb tho 

Britieb Government for o definite cocmitment covering 6,000 engines, end 

tbe United Stotoa War Dopnrtment proposed to toko ),000 onginee, DUilcing 

a tota.l or4or ot 9 ,000. Tbo CO!Ilhined quantity"" aurnetont to justifY 

the undortol<ing, aa it would iiiBIU'e " 100ro rollao113ble coat of hotb lliOtor 

end equipaont for ita =anufocture. Contrcct ncsotintiona were thon ini-

tinted IUI4 tbe draYiings of the Rolla Royce engine woro delher<>d to the 

For4 IJotor Company June 19. The same d<cy , lolr . Henry Ford announced his 

rerusnl to mnnurocturo aircraft ongines in the United Stoteo for tbe Brit-

ish GovorN!Iont . 

On 1uno '21., \ir. Knudsen conferred wi til Llesara . Henry o.nd Edsel 

For4 in Dotroit. Ur . Henr; For4 , ot that collference, contirl:led his public 

atntoaent, saying he would make tur:J nu:aber of Rolla Royce engines for the 

United States GoYorucent but that be would undertake no contract with the 

Allied Purebaaing Co=iasion. 

llr. Henry ford's decis ion hua necessitated termination or ne-

gotietiono witb tbe FoTd Motor Company to manufncturo the Rolls Royeo en­

gines . Cooporotion in the production of thio important military equipment 

will be sousbt elsewhere by the National Dotop.so Advisory Commission. 
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Dr. Jer•n rell 

IMUJ •rcat~aaa, lr. 

llae M, lNO 

1111 JOil plea .. tranllllt for • the foll"lac 

•to Aa'buaador leauq, Loacl• 

rroa llnr7 lfllrcat~aaa, lr. 

foll .. 1q 11 the tezt of lro la1141tJl1 I atateMat 
for the pre•• 4attl 1 .. U, lH01 

~- llr. lelu7 rera•a retual to Mlll&future 
alrora!t aclaea 1a tU Ualttl 8tat11 for the IJ'ltllh 
GOYeratDt llaa foretl o•oellatloa ef plaaa for earlJ 
••• prohetlcm 'bJ' tha rora lflltor Co.pUQ' of the 
Rolla lo7ee aYlatloa eqlae, lllllea S. la114aea{ 
-·r o? the Jatlaal J)efgae .U'flle,. c~ •• oa 
1a oharp of probetloa, IDIUiatt4 to4q. 

~ Jla;t 81 oftlolala of the Fora lfotor Co.pUQ', 
1no11141Ac llr. UHl ror4, Pru14ellt, oalle4 at the 
TPIUVJ to oODa14er partltlpatlOD 11a aa eqlae 
progr-. !ha7 acntl to atlldf the Iolli .., .. ··­
•J.&a. w1th a Yin to probat1•, u4 •"-•-tb 
U~tuetl the Mtttr With Mr. ••1oe Ollq, lolla 
lo7oe :-Jre-tatbe 1a Detroit. It W lleea boptl 
that p •tl• 1a the Valttl Statu W01114 lit 
expe41W liT aplqlac for4 fao111tlea •• to the 
faot that rm lateruta 1a Great lrltah ba'fl a 
oOiltftet wltll tM IP1tlak GOYe,..at for Mlll&faoture 
of Iolli ..,... aclaea. 

~ 1 .. 11, )lr. U..l fON ... bla UIOI11U&I 
oaferrtl 1a laak'•&t• wltla ... 11111• a. , ....... 
..-r of tM latloUl QtfDH .l4'f11U7 c-laa1• 
1a aM~p et ,.,....u!:i u1 Jr. tu&ee 1 • .... 
Mel et tM uroautl ... u. II •· ra.raa•a 
U'f111•• At that Male.,... •• IIIMl , ... we 
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Wo...a that nob of tM Mtora u .. ro pHl11ed for 
tU lrltllh CloYoi'DMJlt 1101114 han to llo -.pt ..a 
palcl for 11r that CloYti'IIMilt aa4or a aoparato oatraot, 
While thooo prolueocl for tM Ualtocl Statoa CloYora.ent 
wcnalcl han to llo oonl'lcl 11r a ooatraot wlth tM 
Ualtecl Statn War Departunt. Ill'. lclool forcl POquotea 
that hi llo allowocl an opport1mit7 to cllloua Wa phuo 
of tho utter with Ill'. !11117 forcl, ana next cla.r he 
oallocl Ill'. huaon OD the telophoae ancl aaicl tho ar­
rllli-t wu oat1ataoto'7. 

llmwb.lll, tho 1lllocl Purohlll.ll& C.-laala ar­
r&n&ocl wlth the Jrltllh Gnora.ent tor • cllflnlto 
o~tunt onll'lng 6,000 IJI&lnll, &114 tho Uaitocl 
Stat11 lar Departaat propoaocl to take 8f000 IJI&WI, 
uk'•a a total orclll' of ~.ooo. !'ho ooablllocl quantlu 
wu auttlolant to JutU, tho llllbrtaklng, u lt woula 
lna\IPI a uro POaoona'bl.e ooat of both Mtor &114 
eqlllp110t for lta Mn1lfaotiiPI. Contraot ••eotlatl•• 
WOI'I thlll lnl tlatocl ancl the clr .. lnll of thl lolh lo701 
enelu "" clellnna to the forcl lotor CoapiJIT lun• 1~. 
!'hi ••• clq, Ill'. 111117 forcl announoecl hll retueal to 
Mn1lf&Ot\ll'l a1Poratt IJI&UII ln tho Uni tocl Stat11 for 
the Brltlah GoYera.ent. 

5 

OD lun• 24. II'. hllll11n oontorrocl wlth llal!'a. B•llP7 
ancl Iebel forcl ln Detroit. II'. IIJl'7 forcl, at that 
oontennoe, oontlJoMcl hla pallllo atat-nt, •a.r!Da: hi 
woalcl uko lilT JU~allor of loll• lo7o1 •nalnea for tu 
Unltocl Statn CloYera.ent but that hi woala 111lclertakl 
no ooatraot with tho AlUM Pvohlelng C.-laaloa. 

Mr. BoD77 forcl'a clooleloa baa noooaeltatecl 
toralnatloa of nogotlatloae wlth tho rorcl lotor 
C011p&n7 to Mn1lfaotwe the loll• lo711 anglnoa. 
Cooporatloa ln tho procluotlOD of thla t.portant 
alllta17 equipMnt wlll llo aoqht eh..Ur1 117 tho 
latloaal Defonao !bho'7 &-I•Il•• - 1JQJOft 

.. 
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llao aa, lNO 

l)p. lerllert roll 

BeDJ7 Jlorcathaa, lr. 

..... , ea 

Will 7ou pleuo tranlait for • tho followlA& 

•ro Aabueador leuoq, Lnd011 

rrca B•D.I'J Jlorcathn, lr. 

followhg 11 the test of Jfr. 111114Hn'• etate.at 
for the pro11 ht .. laa II&, lN01 

~ - Jfr. I'D.I'J fort' 1 rafu11l to -ufaotura 
airoraft anglaoe 1a tho Unita4 State• for tho lritilh 
O~eraaant hae foroe4 oanoollatloa of plane for aarl7 
uae procluotloa by the fort llotor COIIplllJ of the 
loll• lo7oe aYlatlon englae, Wllllaa S. 111114"nl 
-bar of the Jatloael J)afen .. ibhOJ'7 C~ll Oil 

1a oharga of probot1011, aDDOllllOa4 toclq. 

01a Jla;r 81 offlolela of the fort Jlotor Co.plllJ, 
inol1141ag llr. UHl fort, Pnl14at oello4 at the 
TrlalllJ'1 to ooal14er partloi(latlOII 1. Ill a gllla 
prograa. !'ha7 agroecl to atUIIJ the Iolli lo7oe ae­
llp, with a dn to procluotloa, ana ••boequontl7 
clhouuecl the Mthr with Jfr. •urioe Olle7, loll• 
lo7o• ::xreeentatiYe 1D Detroit. It ha4 booD hopocl 
that p uotloa 1ll the UaltH Stat11 woulcl M 
e~poc1ito4 b7 ..,lOflng forcl faoilitiee a .. to the 
faot that forcl lDtereata 1D Great Britain ha1'a a 
ooatraot with the lrithh Qon,...Dt for -utaoture 
of loll• &o,oo ODClaol. 

Ola lae 11, Jfr. UMl fort ... h11 a11oola\is 
ooatai'I'H 1D Walhlngtoa with Jfr. Wllllaa S. la.aMil, 
-'bor of the Jatloul Defa .. ibleo1'7 C~ui• 
1ll oharc• of proclll0tl0111 aac1 Dr. horp l • ... , 
he .. of the MI'ODautiou eootloa of Jfr ....... 1 

clhhi011. At that eoaforaDoe Jfr. UHl forcl wu 
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in!oraad that auch of the aotora aa ware pr.auoad for 
the Brithh Qonrna~nt would han t o be bought end 
paid for br that GoTarnaent under a aaparate contract, 
while thoae pr oduced for the United Stat•• GoTernaent 
would haTe to be ooTered br a contract with t he 
United Statea War Department. Xr. ldtel Ford requetted 
that he be allowed en opportunity t o dhcuu thh phue 
of the matter with Kr. Henry Ford, end next d&~ he 
called Kr. Inudaen on the telephone and 1aid the ar­
range .. nt wa1 aatitfactOl'J• 

lt.enwhlle, the lllled Pnrchuing Colllllliuion ar­
ranged with t he Briti th GoTernaent for a definite 
comaltment ooTering 6, 000 anginal, and the United 
State• War Dep~tment pr opoted to taka 8, 000 engine•, 
making a total order of 9, 000. The ooablned quantitr 
waa t uffioient to juatifT the undertaking, at it would 
intura a more reaeonable co1t of both actor and 
equipaent for ita manufacture. Contract negotiation• 
were than initiated and the drawing• of the Rolle Roro• 
engine were deliTered to the f ord Kotor Coapanr June 19. 
The em a day, Xr. Henry f ord announoed hll n fueal to 
manufacture aircraft engine• in the United State• for 
the British GoTernaent. 

On June 241 Kr. Inudeen con!trred with Keaera. H•nl'J 
and i dael f ord in Detroit. Kr. Henl'J ford, at that 
conference, confirmed bla public ttateaent, ••ring he 
would gake anJ nuaber of Roll• Rorc• engine• for the 
United Statu Gon rnaent but that he would undertake 
no contract with the .UUed Purchuing COllllllillion. 

Xr. Henry f ord'a deoition hal neceaai t ated 
termination of negotiation• with the f ord Kotor 
Company to manufacture the Roll• Royce enginea. 
Cooperation in the production of thla important 
silltary equipment will be t ougbt elsewhere by the 
Hational Defenea AdTiaory ~ommlaaion. - UIQUOTE 

7 
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Al.IEliBASSY 

LONDON 

TELEGR»I SENT 

1409 , Twenty-sixth. 

PLAIN 

June 26, 1940 

FOR THE AMBASSADOR FROU SECRETARY UORGENTHAU 

Following is the text of ~r. Knudsen 1a statoDI:nt 

tar the press dated June 26, 1940: 

QUOTE Mr. Henry Ford' s refusal to manufacture air­

craft engines in the United States for the British Govern­

ment has forced cane Ellation of plans for early mass pro­

duction by the Ford Motor Col'lpony of the Rolls Royo E avia­

tion engine, WilliamS , Knudsen , mEmbEr or tbc National 

DEfense Advisory Commission in charge or production, 

announced today, 

8 

On May 31, officials of the Ford Motor Company, inolud­

ing Hr, Edsel Ford, President , called at the Treasury to 

consider participation in an engine' prO!:;X'II..., , T"acy agreEd 

to study the Rolls Royc c design, ·111 th a view to production, 

and subsequently diaousscd the matter .:1tb 141' , Uauricc Olley, 

Rolls Royce representative i n Detroit. It had been hoped 

that production in thE United States would be expedited by 

cnploying Ford fao111t1cs duE to the fact that Ford interests 

in Great Britain have a contract with tbc British Government 

for manufacture of Roll.a Royce engines. 

on 
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hlml -2- llo . 1409, JunE 26, to London 

On June 11, Mr. Edsel Pord and h i s associatEs con­

fErrEd in Washington with Mr. William s. Knudsen, mcnbtr 

ot the National DefensE Adv1aor:r Commission in charge oi' 

production, and Dr . GEorg£ J . Utad, head of thE ntrcnautioal 

stction of Mr. Knudstn ' s division. At that conttrtnCE 

lolr , Eds tl Ford was intonn td that such of the motors as wert 

produced for tht British Govcrnmmt would havt to bt bought 

and paid tor b:r that GovEl'tXDIEnt undEr a stparat£ contract, 

whilE those produced for the United Statts Gov=mt would 

havE to bE covtrEd b:f a contract with thE Unittd Statts flar 

Dtpartmtnt , Mr . Edstl Ford rtqutsttd that ht bt allowed 

an opportunity to discuss this phasE of thE mattEr with 

Mr , HEnry Ford, and ntxt daY' ht callEd Ur , Knudstn on tbt 

ttltphon~ e.nd satd tht arrar.~cnmt was satisfactory. 

t.ltanwh1l t , tht All~. td Purchasing COillllL.ssicn arrangEd 

with thE British Govtrnmmt far a defini tE comnitlllEnt 

covering 6
1
000 tngtnts , and tht United Statts l?ar Dtpart­

mtnt proposEd to take 3,000 cnginta, making a total ordtr 

of 9 , 000 . Tht combined quantity was aufflcimt to justtt:r 

thE undertaking, as 1 t would insure a mort rEasonablE cost 

of both motor and equipment for its manufacturE. Contract 

negotiat i ons wErE thEn initiated and thE drawings of tht 

Rolls Ro:rcE tngint wert dElivered to thE Ford Motor Company 

Junt 19. The same day, Mr. Htnr:r Ford announced his refusal 

to ~~~.&nutaoture aircraft mg1ncs in the United Statts tor 

thE Br1t1ah Govtrratnto 

On 
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hsm -~- No, l409, June 26, to London 

On June 24, · Mr . Knudsen oonf Er'red \'11th Messrs , Henry 

and Edsel Fot•d ln Detroit , ldr , Henry Ford, ot that con­

ference , confirmed his public statonmt , saying h e would 

make any number of Rolls Royce engines for the Uni ted 

States Government but that he would undertake no contract 

with th t AlliEd Purchasing Commission, 

»r, Henry Ford' s dEcision hss ncccssltatcd tErmlna-

tl.on of negotiations with thE Ford Motor Company to 

rnanui'aoture the Rolls Royce engines. Cooperation l n the 

production of th13 lmgortant ~:~ilito.ry equipment vrl.ll be 

sou(lht elsewhere by the llntionol Defense Advisory Com­

mission, UNQUOTE. 

EA: FL : LV/W 

HUIL 
(HF) 

iO 
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June 26, 1940. 

MOORNfO!IM FOR T!!E SECRETMY' S DIARY 

This afte rnoon at 2 •.30 llr. Dwan and Lb· . Foloy ct.lled on Attornq 
General Jaok.son and Judge Townsend to discuaa al ternative proclamations 
pursuant to See. 191, U.S.C . Title 50, in the light or an infor!l&l. opin­
ion rendered b-J Attorney General !lurplv to the Preeident l ast J.u;:ust, a 
copy of which ie att&ched. In tha t opinion, Attorn..,. General llurpbJ 
advised that inetructions to Custo!ls Collectors , in the event of a=ed 
conflict, to seise Conan and Italian vessels in Amcriesn ""tere and 
re:aoYo t beretros officers and crews, would violate international law, 
in ~t 1t would be discri::>i:nAting in t a•or ot one or 110re belligerents. 

llr. Foley eaid that three alternative• were under consideration, 
i.e . a proclamation Wider Sec. 191 wnich would (l) deal onl,y vith French 
veoeele , (2) nould deal with vessels of balliserente and (.3) would deal 
ldth al.l. veesele, docestic and foreign. llr. Foley pointed out tbet in 
t.ha evant the President should decide to proceed pursuant to Sec. 191, 
in so far aa French vessels are concerned, it would be necessary to 
reconsider Attomey General Murphy' s opinion. 

11 

It waa agreed that circu:ostances tod<IO' aro ontirel;r dif ferent from 
circl.l'llatancee existing last August when Attorney General ilurph::r's opinion 
was given to the President, and it would be possible, trot> e legal struulpoint, 
to approve a proclamation de~ solely with French veasele or with veeeels 
of belligerent. in the present European conflict, or with al.l. foreign and 
doaestic •oe11>ls. In other words, depending upon policy to be decided, 
t.'le lew,yers could draft the appropriate procl4Jaat1on and regulations, pur­
suant to Sec. 191. 

• 
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"W'B•!IIJ!DI m R m BP§TW'S PWf 

'l'hia att .... oon at 3t30 a collfermce •• held 1n Sacret&rJ llllll' s 
office aa to actiOD proposed to be tabn pursuant to Sacti011 191 of Title 
50 u. s. C. There were preaenta Prom the State Departaent, Secret.aey 
llllll, J.aabtant S.CNt&rJ Long, Lepl .&dYiser Hackworth, aDd S..ugetad, 
J.asistant Chief ot Dirteion ot Intarnational C..amioetions; troa the 
!'reuur'7 Depart.Mnt, Sacret.aey llargenthau, UDder Secretary Bell, .lasiatant 
Sacret.aey Gaston, .lasiatant to tba Secretary Barra, and General Counsel 
Fole.r; and troa the Departaent of Jllatice, .f.ttorney General lacke011. 

Secret.aey llorgenthau opced the uatin& b.f atatin& that he bed re­
ceiTed inatructicaa tl-011 tha President on lloudq att~, lune 2.4, to 
hold all French nasals in our porta, and in the _,time to warlt wt a 
lapl baaia for 8llch action. Sacret&rJ llor&mthau .xplained that ardara 
to that effect bed bMn iaaued throup the Depart.nt of eo-rce, aDd that 
he aDd his aaaociates had been 8Dpied, since tbat tiM, 1n aplorin& for 
lepl ~>Uthorit;r for the action. Secretar.r llarpnthau said tbe !'r8U\IZ7 
had reached the concluaion that powers «d.ated pursuant to SactiOD 191 ot 
Utla 50 U. S. C. to give a legal and polic1 baaia for the President' a 
action, prOYided an appropriate procla.ation aDd reculationa were ieiiWid. 
The question to be decided, Saoretar,y llorgenthau went Oil to uplain, -. 
the scope ot tba ~t1on. ThrH alternati .... presented theaaalYu, 
i.e. a proclallatioD (a) dealJ.ni onl,y with French naaela, (b) dealing with 
nssala ot bel.J.i&erente and (c) dealin& with all naeela, both doii8Stic and 
torel.in. Secretary llorpnthau auggeated that the first alternative lligbt 
raiae aoM quast1011 aa to the applicability of an advisory op1ni011 J.ttorney 
General llurph.Y had gi ven the Pre&ident laet .f.uguet, but added that he had 
just been iotol'lled this no longer waa a barrier. 

J.ttorna;y G.neral laclcaon .xpl&ined that tbe opinion ot fcrr.r 
.f. ttorney General Jmopll.r could be d1atin&U1ahed in tha light ot present day 
~tances, aDd a proclallat1on dMling solaq wit& l"rench ships 1n our 
harbors would not, in his opinion, be a breach of internati OIIallaw, and 
would be claarq authorized b.f our own law. llr. laclcaon told the group 
that this .. one ot those aitustiona where it 1a possible for the laW.f81' 
to prOYide the appropriate procluati on and reculat1ons, depending upon 
the deciaion reached by the policy Mkers. 

Secret.aey llu.ll 1:aqu1red aa to tba DUabar of French nasela 1n our 
porta, and was told b.f SeCNtar,y llorgenthau that there ,..... not aore than 
eight here now. llr. llllll said that he aa soaewhat troubled u to the 
attitude 'llhich the aer.na aight t.a.a, since the j Uate return of rrenc:A 

I 
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nMelll to French porte wu ..,. or the teru ot tho lrench~raa 
ara!Aitico. Vr. Loa& added that the act proba'b4' 1IOUl.4 be "liowd u a 
hoet.Uo ono 117 Oeran:r. Secreterr lllall oalled upcD Vr. Backwortb tor 
IW vien . Vr . Jlackworth told tho p-oup consideration should be ci.,..n 
aa a pcaeible alternative to requieitioninc all the ahipe tor our 00111 
uao . Attorney General .Tackeon pcinted out that bo doubted the exl.etenco 
of such a pcwer wbilo the United Stetee i e at peace, although be bad not 
studied the question. Vr. Bull and Vr . Lon& thought the ~~attar •e ono 
of hi&h pcliey, and 8!17 steps pursuant to Section 191 ehould be pven 
caratul eonaiderat ion. 

Secrotery llor&entbau aa1d that that wu tha reaeon be was there, 
and that ann if a decided to rec._Dd to tho President the issuance 
ot a procJ.a-tion pursuant to Section 191, ha ... ted a clarification or 
tho pclicy which be would be called upcD to carry out in the a41oiniatre­
tioc ot the procJ.a.. tion. 

Vr. C.etoc and Vr. llan-ia uplained that inetruetione had .,... 
tree tho Wavy Dopartaent thie &t'tenloon to a ppreb«>d the M t Hnc ot t.o 
Baleian tankare, proba'b4' loaded with oil aDd destined tor C.r.&ft7. 

llr. Foley added that Secretary lloraent hau acted on llonda7 without 
rrq legal authorit;r in carryin& out the Preeidant•o inetructione, and it 
•• hJ.&hl7 t.pcrtant that soma legal aanction be ai ven to the Secretar;r•a 
acta by wa,y ot a procJ.a-tion pursuant to Section 191 or that the ahipa 
be reloaoed. 

A ttornay General .Tacl<son 11118eeeted that the President issue a 
procl&mation doaling with all veeeale , doaaatic and foreign. Et-eryona 
ap-eed that t!W action trOll a doaestic etandpcint would be the aafeet 
course. 

It wu ap-eed that Secretary lloraanthau would tr;r to !lake ..., 
appcintaent tc.>rrow ""'min& with the Preaidant tor the thrM Cabinet 
ott'icara preaent, aDd others that tho,- wished to brin&· A definite 
r ecoael>dation would be ado to tho President that be ia..,. a proclaa­
tion purauant to Section 191, topthar with the noeoeaary recuJ.ationa. 

llr. Foley ga ve dra.f'ta ot tho proolalllltiOD and the regulations to 
Attorney C.naral .Teckaon and llr. Baekworth. '!'be Attorney General aa1d 

L 

that ha would put the papers 1n tinel ton tor presentation to the Preaident • ............ 
At 5a40 P•"'•• Secreterr Moraenthau telephoned Jlr. Foley that ho 

bad juat bad e telephone call trOll tlDdor Secretary or state lallaa. 
11r . 1f&Uao said that Lord Lothi&D wu with hie, and bad requested that 

I 
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& ........ 't'lllll 1a .. lnMS- .... ~ ... ~·~,. 
·- ............ ,~ .... ..U--htllot~t.la ......... leaNtal7 .......... teU .... ..u... _., & _,_ 
11114 11.- 'Mld tMt ~- at tile It&t. ~ • t.lle " ; 1-U. ot U. ......., ~ .- it .,... ...._ lu'w tMt t.a. -.1e 
att. AcNlt M JI'II..W \e t'M ~ I .. - hi• Ia rt. 
ott.a.H~.~ ........ ~-• ..u...·' Ill lilollld atall ..tU after tile ~ bid ,_,,,. 1dl&t aoUaa Ill 
w1MH tdiD 1a till attw. Ill'. W.U.. Mid tMt lie 4i4 Dot 1111a1r ot 
till-r-ill Ill'. Jllall1a otnoe Ul4 +MnW Ill' • ..,._.. tw u. 
iat-UCIII. 
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w, 4ur Mr. Pr.,Uuta 

I .. aea41aa 701 harawlth rapert 

S t r• Mr. 1. Culta Wari. 

Ia aakaa retuu.aa te repert le, I 

wh.loh hu not urhM, U 1t ahoul4 lie re­

I ah&ll. trualt 1t te TOll pro.ptq, 

The Pr .. 14allt, 

The Whlta l01aa. 

enclosure / 

lour a alaaareq, 

, ...... I B . IIoi& a . ..... 
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... 8 fNa •· l. Cult• .... . 

II Mba Nfe ..... te "P• t Je. I 

111alela lala not anbel. It lt alloull lie n­

eelnl, I allall tnaa.lt lt te 7" ..... ~. 

!M PnaU..t, 

,.. 1lld te .... 
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Ji.1 du.r Kr. lnudaen: 

I aa sending 70u her .. ltb report 

Mo. S !PO!A llr. l. Carlton l ard. 

Be makes re!erenee to report Jo. 2 

which baa not a.rrhed. U it abould be re­

ceiYed, I ahall tranaalt it to 70u pro=ptlJ. 

Youra aineerelJ, 

• leiiiiiiii:DIIa-. Jt, , ...... ,'If ..... 

lll'. lllllu S. lnwben, 
llober o! .AdYhoPJ C0111minl oa 

to Council o! JatlODal Defeu .. , 
Federal Reaerye Building, 
laahlnetou, D.C. 

Enol. / 
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J(r 4eu Jlr. lallllMD.I 

I • .. nalng Tou hlr .. ith Plport 

Mo. 8 t..- )(p. l. Cultcm W&N. 

Be aatea PlliPenoe to Plport Jo. 2 

Dlob bu not arrh.a. It it uoul4 be ,._ 

I ahall tr~nait it to TOll pr0111ptq. 

!OW' I IUCII'Iq. 

f .... , .... a J Jt , 

Williaa s. la11C1-, 
lleaber Of AiYh017 C~ui• 

to Counoil of latioaal Detenee, 
fH.el'll Ia""' la1141ac, 
WaoblagtGa, D.C. 

.. 
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I • ...... 7ft .... u~ ...,.n 
... at .... I. Cvltea...._ 

lt..U. NfU"JTI t...,utle.l 

.r.~u ~aaa .. t .,.1-. u tt u...u .. .... 
Mb ... I lllall b •It lt t. 7W p ... tq. 

Jove d .. ueq. 

( ...... IW. VOIOIIS .... OIIM.a. Jr. 

•· wnu. a....... , 
' hr et MYlMPJ C:..lael• 

t. 0...11 of l&tl-..1 w-. •••••al .... rft •'"'ac.. 11u111actea. D.C. 

IMl. 

23 

Regraded Unclassified



• 

,... ll,lNO 

I • •_.lac T" ur .. ltll ..,.,t 
Je. a trea Mr. l. Cadta ..... 

II Mb• Nfanua te npart Je. I 

*!ell lt.u aet enbH. U 1t unl' til ,._ 

eebH, I Uall trualt 1t te Jft ,...,u,. 
tnr• •1u•N}T, 

,._.., .. s a a " · 

Aabal .... u L ltut, 
Cklet If luen et Opentl .. , 
··~ .., .... t. I.Ulac'-ayC• 
Jul. v 

• 
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J\IU 26, l~ 

lq deu Adminl Stulu 

I aa aending 10u herewith repo~t 

llo. 3 frora Kr. J. Carlton Ward. 

Be oakea r eferenoa to report llo. 2 

wblob baa not ar r i•ed. If it abould be re­

ceived, I aball t ranamit it to .YOU promptlf. 

Toura einoerelf, 

C~l w. llo:S '? •.lr. 
Admiral Harold R. Stuk, 
Chief of Bureau of Oper atione, 
llaYJ Department, 
Waabin~ton, D. C. 

Anol. 

/ 

2.) 
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1.- •• liNO 

M1 4oar 1a.lral Starkt 

I - ••Dibg Tcni urnl th P0'9 .. t 

lo. I lPoa Mr. 1. Carlt• War4 • 

.. uku rafermea to PlpO.!'t lo. I 

whloh w not aJ'J'hM. U lt ahoula lll ,._ 

odna, I oull ban..J.t 1t te 7ou pi'OIIptq. 

love alnoeroq, 

............... ,._.., ... 0 

1a.lral l.a1'0l4 a. Stark, 
Chlot of t.Poau of Oporot loao, 
la'fJ Depart.at, 
1faah1n&\oa, D.C. 

inol. 
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1;-
Hote: 27 

·, This was sent to General lolarsball 
~t 4:30 this af'ternoon. Simmons found 
that General lolarsball was not i n bis office 
and, as this was strictly confidential, be 
brought 1t back to me at 5130 and I put it 
in the sate for t he night. It was delivered 
to General Marshall at 9;10 on June 27/40. 

The reason Simmons did not get it back to 
me until 5:30 was that he had another letter 
for Admiral Stark, which he deli 

I ~ . /. Vered fir t ~6/Y4- ~c;0 s . 
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,_ ... 1MD 

J1J leu laeral .. lbllt 

I • •-be 1" llerewltk Npel't 

Je. I frta Jlr. I. Cult& lut. 

le ult11 refer ... • te npert h. I 

Dtell )au aot urb... U lt NMal4 \e ,.... 

I lllall trualt 1t te ,.. pro.ptq. 

Jove lla .. nq, 

, .... , •• a 7 ,Jr. 

haeral horae c ... ahall, 
Clllet et Statt, 
tu Deput.at 111a1u .. 11.114J.ac, 
teahtact.a, D.c. 
bel. v 
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., ....... Pal .. u.u. 
I • ,_.lac 7 .. M,..ltll PlptPt 

•••• , ...... l. c .. u . . .... 
• abe Pef~HMe t. Plptrt le. I 

whllh baa .. , ... b... u lt lllnU ..... 

Mbecl• I abal1 bu•lt lt te 7" PPOIIIptq. 

Jove •lutPeq. 

( ............. £ ... '; .... 

'"'· 

latl. 
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CONFIDENTIAL 30 

., ....... nl ... .,,,. 

I• ... be, .. ...._.tk n;11t 

Je. I tna •• l. Cult• Wart • 

• ..-. Nl• "t. ..., .. , •• I 

*1M M. .. , ... 1n1. It 1t •'n)4 • ... 

r .... ••·ssr•lJ. 
rs n&r s .• ; 

huftl IMin c. luUall. 
D.lel el IWt • 
... k u 0 t ..UtS.. .,., ... .. 
~.D.o. 

~. 
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June 26, l 94o 
9:00 a.m. 

RE ALLIED PURCHASING PROGRAM 

Present: 

Purvis: 

H. M. Jr: 

Purvis: 

H. M.Jr: 

Pur"t1e: 

H.M.Jr: 

Punle: 

~udun: 

Purvle: 

Inudeen: 

Punle: 

Inudee.n : 

Mr. Inudeen 
Y.r. Young 
Mr. PurYiB 
Mr. Neleon 
Mr. F'ole7 
Mre. notz 

This groupie getting •~Aller, ien 1 t itt 

Ie iU 

I ~iss 1117 Frenoh oolleaguee. 

Mr. PurYis , Mr. Xnudaen had eeYeral things 
he wanted to take up with )'OU first . 

Yes. 

llo I think I w11l l et hia tallr. firet. 

I haYe one or two th1nge aleo. 

The first thing, o f oouree, ie the Pa'Ckard 
thing. I haYe got the Paolterd peo"!)le here 
t h1e morning. HaYe )'OU heard troa Engl.andt 

Yea. 

Are the7 satisfied? 

The7 are not sat1efied, but go ahead. We 
baolr. )'our Judgaent • 

.All right . Well then, in the handling of 
the •oh1ne toob, how are )'ou going to 
handle itt I don't a1nd telling )'ou oonti­
dentiall7 that we are a l ittle bit Jitter,. 
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Purvis: 

Jtnudsen: 

Purvis: 

Knudsen: 

Purvis: 

ltnudeen: 

H.M. Jr: 

l.nudaen: 

H. M.Jr: 

Knudsen: 

PurYis: 

l.nudaen: 

PUM'is: 

- 2-

about wether the Engl1ah vill oar17 out 
the six tboueand oontraota. I ebould tell 
you that fr&nkly, I think. 

So tar we bann 't struck that difficulty. 
I tb1n.lt 1n any pronounced way we ba're been 
able to maintain the poa1t1on that the Britieh 
Oo..-ernment baa kept i te word. 

No question about it. 

I would not think it would be unduly difficult. 
M e you going to haYe the llllmutaoturere do the 
deal with uet 

Yea, they will h&'re to . 

In that oaee, don 't you think you abould refer 
them to uet 

Yea, indeed, but you understand I ba're got to 
bold their hand a little bit Wile this ie 
going on and I want to do that . 

May I butt in a minute? You want to set the 
f ormula first, though? 

That 1e r1gbt . 

You want t o eet the f ormula first though, 
don't yout 

Yea. 

What ie your idea of a formulat 

Well, do you want to bold to the fol'llula we 
tsl.ked about vhen you were in the office 
here the l ast time, that you want to PAT --

On the deli'rery, beoauee we want our money 
to go ae tar ae we can. After all., on the 
oaeb and oarry baeie, it already aakee a 
hea..-y enough demand on current reeouro81 
vitbout a nt1oipat1ng that. Naturally we 
want to hold to that. It ie one ot the 
real tbinge, I think, thnt vae brought 
about. 
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Knudsen: 

Purvis : 

Knudsen: 

Purvis: 

Knudsen: 

Purvis: 

Knudsen: 

Purvis : 

Knudsen: 

Purvis : 

Knudsen: 

- 3 -

Now then, can we deal. vi t h only six thousand 
or can you take an option on more than six? 

lfell, what vas the , revious deal., six and six, 
wasn ' t it? 

Six and tour. 

But wasn't it an order tor six with an option 
on a further six? 

Yes. 

~ell, it is the same deal.. ~e haven ' t changed 
one atom. Only Kr. Ford has changed. We are 
in exactly the same situation we were in 
before. 

So in setting up the formula, I can set up 
six with an option tor six !1101' e? 

Yes. Unless you th1~~ they oan build more 
quickly. 

I don' t think they can build more quickly, 
but in setting up the formula tor the tinanoea, 
I, or course, have to talk to Mr. Jones. lie 
has got to handle t h1a deal . 1/e haven't any 
other agency through which to handle it. 

or course, it they "ere to take the line, 
l~r. Knudsen - you see, so tar contractors 
have been willing to mAke a r easonable deal. 
with us. lfe have made concessione here and 
there t o genuine tears, but as a whole we 
have been able to maintain the situation on 
a satisfactory basls. II ow, ot course it we 
we~e t o find ourselves dealing with a manu­
facturer who didn't regard us ae a satisfactory 
risk, we mi ght not went to regard him as a 
satisfactory risk. That would be another 
new angle in the situation w1oh we would 
have to be rather o~etul or, you eee. 

But you understand I am not tal.king so much 
about the manufacturers as I am talking about 
the kind ot a deal. I hnve to make to get 
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Xnudeen: 

Purvis: 

Xnudeen: 

Punie: 

Xnudeen: 

Purv18: 

Neleon: 

Purvie: 

H.M. Jr: 

Purv18: 

B.M.Jr: 

Inud .. n: 

- 4 -

mone7 to bu7 these toole. 

Oh 7ee, I had underetood that vae diepoeed 
ot in our laet talk. It it i8n 1t diepoeed 
ot --

You eee, the llallut&oturer i8 not VOITied 
&bout 70u &8 & riek. lfe h vorrJing &bout 
where he 1e going to get the 110ne7 to pq 
t or the toole, eee, &nd it &tter the toole 
he ie going to be perm1 tted to m&lte the 
motors. Ae I t&ke it, 70u are willi.ng to 
give us & tirm order tor 6 thoue&nd motore 
and 7ou &re w1111ng to t&ke &n opt1on tor 
6 thoue&nd more. 

That vae the original deal, vaen 1t 1tt 

Yea. 

It it W&8n 1 t the orig1n&l de&l, I don't W&Dt 
to go one bit further th&n the original deal. 
The original deal, &e I under8tood it thus 
tar, W&8 that - I &m not quite ole&r on that. 
Are you, Mr. Inud8en? 

Yes, I a- ole&r to thie extent, th&t we t&lked 
to Mr. Ford &bout 10 thoue&nd motors with an 
option tor 10 thoue&nd more. 

That h what I -

I am not eure th&t they &greed to the option 
tor s1x. I don't remember. 

We didn't put it in the letter, but I didn't 
think there 'IIlli &ny question about it. An 
option i8 &n option. 

Doe en' t oo8t JOU an;rthing. 

That ie .,_ I haYen 't put it 1n theu. 

1Ca7 I c&1n interrupt! And the aecond ten 
thoue&nd, ae I re.•ber it, va8 the thought 
that 1t might be &n 1JeproYed Rolle Ro7oe. 

Bigger. 
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Purvis: 

H. M.Jr: 

Purvis: 

Knudsen: 

Purvis: 

Knudsen: 

Purv18: 

H. I!.Jr: 

~elson: 

ltnudaen: 

Nelaon: 

- 5 -

Yea, undoubtecll7. 

I want to bring that out, thlot it would 
be poee1bly the Clritten, you see, or 
something l i ke that. 

I think 1e 'WOuld regard it aomewh11t ot a 
failure it it veren ' t the Grit ten, but 
do I understand, Mr. J:nudaen - I am not 
sure I am clear what you are tr7ing to 
convey to me. The last time ve talked, 
my underatan.d1ng vas that the United States 
Adoin1atration vas nrepared t o work out 
the deal along t h e linea ot t heir advancing 
the can1tal requirement• t or these tool• 
vb1cb was estimated at that time at 30 
mill ion dollars t or the whole thing, I 
think. 

That 18 r 1ght. 

And that then we would pay so muoh per 
unit ot p roduct, whether or not the contract 
was completed. In the event ot cancellation, 
11e would still owe the amount per unit which 
would take care ot the capital coat ot the 
tools. I think I vae clear on t hat . 

That 1e right , we are 1n the eame situation 
nov on11 thAt 10u take eix thousand motors 
on a firm order and an ontion tor 11x, some 
motor, perhaps not this, but a aimilar one. 

Yea, I think that was the essence ot the 
d eal. 

As I remember it. 

Do rou want t o go one a teo t urther, Mr. ltnudaen, 
and poin t out to Mr. Purvie - it ma1 not be 
clear to b1m - that in JOUr thinking rou were 
apread1.ng the absorption ot the tool and die 
expense over the 20 thouaand engines and not 
over the 10. 

I was. 

I wanted to be aura t hat vae clear to rou. 
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Purv1e: 

Knudsen: 

Purvis: 

H. M.Jr: 

ICnudaen: 

Purv1a: 

Knudsen: 

Purvis : 

ICnudsen: 

Purv1e: 

Knudoen: 

Purvia : 

- 6 -

Nov, when you ta.lk about an option, JOU mean 
not the Packard option? 

That is right . 

Insof ar as the kind of situation you are 
suggesting, ve are prepared t o be reasonable 
aa ve would expect other people to make a 
deal with us. I mean, eo tar as I oan see, 
the proper thing would be that the coat ot 
those t ools would be anreod over the first 
order it the option i s not exerci sed and the 
complete it it 1a. That woul d be fair to 
the <~anutacturer. 

No, that wouldn't work. 

You are willing to accep t - what was it, 
aix thousandt 

We would prefer, naturally, to have it over 
the whole. What ie 7our view? lie would 
expect to do it the eome way. 

lte , ot course, would have to follow you. 

\fell, I don 't know, I think - w at deal can 
you make with the manufac turer on this? 
lthat would be fair to him and f air to t he 
buyer? 

3J 

Well, I take it you have accept ed responsibility 
t or t he six thousand, the toole s pread over 
t he e1x thousand. It you don't exercis e the 
option, t hen it i s all right to put 1t on the 
ba sis ot twelve thousandt 

You think there will be no residual value 1n 
the toolat 

There v111 be aome, but JOU aee when you 
tin1sh t his Job , there i s goinK to be an 
avtul lot ot tools 1n the oountr;r and they 
are going to be worth about $18 a ton. 

I vould like - I mean, it you vant to produce 
this - work this deal up on 1ome bae1s you 
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H.M.Jr: 

Purvis: 

H.Y..Jr: 

P\lrYis: 

H. Y.,Jr: 

Purvis: 

ltnud aen : 

Purvis: 

ICnudsen: 

Purvis: 

- 7 -

think 1a !air - aa I underatood it, it -.e 
a ooaplementa1')' purobaeing -.hioh the ho or 
ue joined together to do eometh1118 and do it 
ae a unit. You also went eo t &r ae to 
elaborate a system tor whioh our people at 
boll& are very appreoiati ve, wb.ioh waa on the 
baeie or distributing thie tool ooat over 
the deliveries ot the unite. 

The idea was worked out in the tirat instance 
to be helptul to 7ou. 

Yes, exactly. 

That waa the idea I atarted with. 

We would l ike to preseM'e that b ecause it 
1e a Yaluable thing, not onl)' tor this deal 
but an i mplication tor other deale, big arme, 
Which are important to ue , and t heretore we 
would like to keep it on that baaia. There 
1a nothing changed, ao tar aa we are concerned. 
We neYer got - ns I understood it at that ti.me, 
to the detail or thie propoeition. The moment 
you have it set up in such torm that you or 
~1e United States Government reel it proper 
t or them, I am quite eure that we ehall, ae 
we haYe done on all the rest or the deal, 
put ourselves in )'our banda t or the balance. 

There is a good reason )'OU didn ' t get the 
detail. Mr. Pole)' gan me t h e t1nal cop)' 
yesterd&y, eo there 1s a good reaaon ¥b)' 
you didn't get 1t. 

Well, we couldn 't haYe had it aooner. 

In this oase, it would be somewhat leea, 
but I don 1 t belieYe there would be an)' 
bu1ld1118 required. 

There wasn ' t in the case ot Ford, vee theret 

No. But here the)' are working on it over 
there and b)' tomorrow I ought to baYe it 
tixed. 

Well, vhateYer )'Ou think 11 a t&ir setup 
tor )'Ou, I am prett)' aure, Kr, ltnudaen, ie 
sr>ill8 to be considered a !air aetuo tor ua. 
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Xnudaen: 

Purvia: 

- 4-

Well, 1t I had that a .. uranoe, I don't bel1aYa 
we oould aek aD7 .ore. 

I think that 1a about the an1wer. VbateYer 
tile United Statee tllinlta 11 a tair aatup, 
I aJ1. quite v1ll1ng to 1a71 'Now, WI Will 
aooapt it . 1 

Al.l right, air. 

It ia a better deal th11 WQ baoau .. Co~raaa 
hal obanged tile prot1t troa 10~ to 4, eo tba7 
are going to haYe to operau on an 4~ bal1a 
1nltead ot 10. 

V111 the aanutaoturer do good worlt UDder tboll 
oiroUIIItanoee, Mr. budaant 

Bur1. Naturall;r, be would rather baYe 10 than 4. 
Tile House ia tull ot k1oke tb11 aorn1ng about 
the 4;(. 

We baYe a oont1ngent 1ntereat i n aee1ng the 
aanutaoturer gg tull ataam abaad under the 
oirouu tanoea. 

I don 't think :rou need to worr:r about that . 

Tlll\t ie the onl:r thing we would worr:r about. 

That, attar all, ia a:r reaponaib1lit;r to 
••• that be goea along. I aa not going to 
baYe an:rbodJ fiddle aroUDd w1 til the job. 
It be takea the job, be baa got to get 
1tarted. In aeleot1ng h1.a Alld 1ugge1t1ng 
h1.a to :rou, I teU that there -~ an outt1t 
that oould do - vh;r not a1 well a1 Mr. J'ord 
lt\71 be oan dot At leaet the actual d.1tterenoe 
wouldn 1t be too great when we @lOt through. But 
be been 1 t got ae suob aone:r a1 Xr. rord bee 
and W'l Will han to help h1a with that. 

That ie, 1n a W&T, tile lla1t iiiJ)OI'tant 1t• 
1n tb.h part1oular que1Uon, hn 1 t 1 tt I 
aaan, the qua1t1on aa t o whether one P&JI 
juet a little aore or a little 1111 1n adYanoe 
to h1a, I 1uppo11, do11n 1t aatter proY1dad :rou 
are ooYerad tor tile order, 
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hudelll : 

Purvis: 

Inudaen: 

Purv1B: 

Nelson: 

Purvis: 

Nelson: 

Purvis: 

Xnudeen : 

Purvis: 

H.M.Jr: 

- 9 .-

'!'he OnlJ th1ng I vaAted to alllt JOU thh IIOrnl.ng 
vae llbether the option held along aud that 1B 
eat1etaotorr aud whether I oould figure the 
toole on that baeie, rou to be reeponeible 
tor it if rou don't exeroiee the option. 

Oh ree. I eee nov what rou mean a l ittle more 
olearlr. .Ul rou want 1e our reepondbUitJ 
tor the toole on the opti on end of it --

To be trlllleterred to the aotual. 

That 1e another- war of ea.J1ng what I ea1d. 

It llakee no d1fferenoe to rou at all, Mr. Pu.rYh. 

It that 1e the sue ae r our deal, 1t 11 all 
right with ue. 

It would be eaour the e&M, ae tar as rou 
are oonoe rned, whether r ou aaorti&ed tbes over 
dx or over twelve. It would be the eue 
u ount of money, but if rou oanoeled the 
order, 1t would be over six. 

It we are on level pegg1nge with rou on th~t, 
we ehall be verr baPP1• 

ThAt 1e t he onlr thing I llll trring to olear 
up nov, lllld if rou a.re 1n agreement, I will 
go ahead. 

Now then, the eeoond thing, thie Olllloelation 
bue1.n eae 18 beginnl.ng t o ehow up aud I toolt 
a tJPioal l etter along t o ehow t hAt it 
aotuall7 has happened. 

Ma)'be before we go t o t h e &881gnmente lllld 
oauoelat1one, we oan raise one thing that 
1111ght oome right out of thie order. One of 
the ~eet1one t hat arose laet time, the 
advlllltagee of th1e method of haYing a ooeple­
mentarr order wae the avoi41llloe of the tax 
d1ttioultJ, 1noome tax on oap1tal aesietanoe 
parmente, wh1oh bad overcome, I think, but --

No. I -.11.1. tell JOU what I will do. I Ylll 
give rou - Mr. Foler gave me - there ie no 
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J:nudaen: 

H,M,Jr: 

Pun1a : 

H. H.Jr: 

Pul'Yie: 

H. M.Jr: 

J:nudeen: 

Pun1e: 

J:nud .. n: 
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r.aaon vii)' I llhouldn 1 t g1Ye 
oonf1denoe, a oop:r of that, 
baYe no objeot1ont 

Mo. 

b.1a ( Pul"'r1a ) 111 
1a t~ret You 

I v1ll g1Ye :rou (PurY1e) a oop:r of 1t and 
l'oley'e tvo page analye11. 

The Curt1ee-lir1ght oontraott 

Yee, vh1oh 1e worked out on th1t fonula, 
the Cu.rt1ee-lir1ght oontraot to build tha 
plant and you can take 1t and read 1t and 
that v111 be tha foraula vh1oh Hr. J:nudeen 
hat worked out. 

I a ee, 

You take th1a and read U and then :rou v1ll 
know tht .t.lnd of contract you are go1ng to 
get 1n on v1 th Packard. 

That v111 be 8plend1d, We haYe one 11ttle 
d1ff1ou1t:r wh1ch ar1eee v1th our fr1ende, 
Curt1ea-Wr1ght, 1n another wa:r, and I wondered 
1f I could, ae I th1nlr. Xr. J:nudeen '• 00111111 ttee 
1e the t.e:r to our d1ff1oult:r for the moment 

(To Mr. Young) A me110randu11 that Xr. l'ole:r 
gaYe me :reaterda)', a two page ••morandwl, 
attaohed to tha Cu.rt1u-1tr1ght contract, ll&i'k 
1 t strictly oonf1dent1al and let Xr. Pur'W'11 
haYe a cop:r of 1t. It 1e a tvo page anal;re1a. 

!hanlr. :rou Yer:r 1111ch. We baYe a contract v1 th 
Curt1u- lfr1ght for airplane eng1nee, ae :rou 
It now, a r ather b1g one, and v1 t h a good deal 
of oap1tal aea1stance on th1e freeh contract 
VI put out 1n Apr11. In f act , the tax alone, 
1f VI had to pa;r 1ncome tax on the oapltal 
aadetanoe VI are g1Y1ng them, would be on 
that one oontraot SJ,6oo,ooo.oo. 
It 1e two and three quartera. 

No, three m1ll1on au. 

He ehoved .. a statement on u . 

• 
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What he has charged ue 1a three 111111ion e1.x. 

Well, th1e might be another contract. 

That ie our position. Nov, ve haYe been 
making contraote tor a ccneiderable t1me 
under a term which Mr. Sullivan tound 
acceptable and which has been dieoueeed 
here in adYance whereby we have technical. 
ownershi p to machine tools or eq.>.ipment i n 
a plant. The manufacturer in turn has an 
option in most caees to buy it back at a 
stated price, a •err small one. Allra;r, 
it i s a procedure tha t hae been deYeloped 
and used 1n eeYeral oaees and auocesstull;y 
used. 

The Curt1as-'tir1ght people, to whoa ve have 
had t o make th1e larger adYance, haYe 
euddenl:r come t o ue and said t hat the Detense 
.AdYisor:r Board hae ruled or hae vri tten them 
a letter ea;ying that t hey do not wish them 
t o haYe a foreign goYernment ovtling any plMt 
in their factories . That automatically 
createe a condition which will bite i nto 
a dozen ot our main contracts. Curtiss­
Wright nave used it 81ld ve - I say this -
I don't knov why t hey want to insist that 
ve pay t h1B tax but we haYs bean struggling 
with them tor 2! months . They are ue1.ng ;your 
l etter as a mean• ot preYenting our getting 
the retund ot t h1a t ax vh1oh we haYe bad to 
pa;y to them. We t eel Yery etrongly that 
there oan be no dittioulty trom t he United 
States 0o•ernment 1e Yievpoint in that the 
physical possesei on ot the aesete are under 
t heir control. 

Item No. 1 : We a re prepared t o put any 
clause into t he contract which will protect 
the United States OoYernment aeset t or the 
requi rement tt.t it vae going to t alte 
poseeeeion ot these aeeete and thie ie 
aimpl;y - t h is letter thnt has been written 
to them b;y the Detenee AdYieor;y Committee 
baa simpl:r created a situe.tion whereb;y ve 
are going to ba•e t o pa;y tene ot millions 
ot dol1ars in i .ncome tax on theee things on 
capital assistance. 
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Well, ie the reason tor that that you wanted 
to be rel ieved of the reaponaibility with 
the Wright Company? 

\fell, it ia the same ae the Allison. Your 
own company has made it that way, that you 
oame trom - or that I oame troo - I don't 
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know which it is - both ideas and the Pullman 
Company on shells and t he Curtiss-Wright and 
half a do~en. There hAs only been one diffi­
culty. lnth Curt1se-lfright from the beginning 
there has been a vary great desire, aoparently, 
not to let ua escape from t his tax. Finally, 
t heir own lawyer, Kr. Banandere, developed 
this adaotation of a previous method that 
vas used. 

Using tho facilities 

Oh yes. We got a great many contracts like 
that. This vas put back into Mr. Sullivan ' s -
I think Mr. Sullivan himself and h1a IMD had 
discussed it with them. It vas all settled, 
blessed by them, and t hen Curtiss-Wright vent 
after the Defense Advisory Committee alone 
"1. thout us being t here and as fllr as I know 
without the Treasury represented there and 
argued a oaee,•you don ' t want belligerent 
governr.1ente to own plants, • and eo on. It 
sounded, no doubt, very specious to the committee 
but actually we are prepared, as I eay, to have 
every clause 1n the contract to protect the 
United States Government's r1ght to take over 
the t hing at any moment. 

Yell, there is suoh a olauee in t he contract, 
1Bn 1 t t here? 

That is it. So they are using this letter 
that has been written by 

Who a1gned the letter? 

I don 't know. It may be in this thing. Here 
is the littl e scrap of paper you were aak1ng 
tor. There 1e a statement of the oaee, a 
short statement of the case. 

Shal.l I read it out loud? 
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'l'hat will. be all right. 

1!'be leaee arrangeMnt propoeed for the 
Curt1ee-vrigbt oontraote oontamplated the 
pul'Obeee and ownereh1p b)' the Br1 t11h 
0o'l'ernment of ad41 t1onal plant and pl.ant 
fao111t1e 8 to be ueed b:r ¥right Aeroaaut1cal 
Corporation for the duration of t he Br1t1ah 
oontracta. Under auch arrangement, no incoae 
taxee are payable with reapect to the purchase 
price of t he additionAl plant and plant 
faoil1t1e e financed by the Britiah Government. 
!'be re&ul t or euoh an arrange•nt, eo tar ae 
1t atfecte the operation or the ¥right planta, 
1e the eaae ae if euoh additional plant and 
plant facilities had been purohaaed outright 
by lfr1gllt Aeronautical Corporation. The 
41tterence 11 1n form only. 

1 Curtiaa-Yrigllt have, however, adviaed ue 
that the:r conaulted laet week .. mbere ot the 
Detenee Coaaittee, !reaeur:r, ~:r .nd KaY)' 
otticiala 1n Vaah1ngton and that the concenaue 
ot opinion ot euoh otticiala vaa that aucb 
leaee arrangement would be unacceptable, aa 
a matter of polic7, to the Unlted 8tatee 
OoveriiiDent becauee the arrangement permitted 
the ovnerah1p b:r a foreign government or 
United 8tatea armament plant tac1litiea, which 
ovnerah1p might result in Jeopar41r.ing the 
interest ot t he American Oovemment, or in 
international oomplioatione. Curtiaa-Yr1gbt 
adv1eea ue thAt the7 bava toda7 received a 
letter from Mr. J:nudeen connrmlng the fore­
going obJections to the leaee arrangement. 

1 '1'be leaae arrangament baa been approved 1n 
principle by certain repreeentativee ot the 
'rreaeuJ:7 and hal been uaed by ua in other 
oontraote auoh ae the General Xotore oontraot 
tor the purchaee ct All leon engine e . 1 

You (J:nudeen) don't a .ind 1t I have a bell.7 
laugh, do :rout 

That ie unkind, lan 1t it, Kr. J:nudaen. 

X7 laughing or their putting 1t in heret 
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Your laughing. 

Well, he oan take it. 

Our 70ung American laWTer, cnilde, enjoyed 
putting tha t in there, knowing I was going 
to eee Mr. Knudsen about it t h18 morn.l.Jlg. 
He is a very good 70ung fellow, too. 

I am sure Mr. Knudsen enjoys it also. 
1 The lease arrangement hne been a~oroved in 
principle by certain repreaentatives or the 
Treaeury and hae been used by us in other 
contracts auoh as the General Motors contract 
for the purchase of Allieon engines. The 
&I!IOunt or taxea saved by the use of thie 
a.rrangement has been aubatantial and would 
llliiOunt to approximatel;y 83, 6oo,ooo.oo 1Jl the 
oaee or t he Curtiee-Wright oontraote alone. 

"The objection made by the Defens e Collllll1ttee 
might be met ver7 simplf b7 provision 1n the 
instrument of lease covering the additional 
f acilities tull;y orotecting the interests of 
the Amerioe~ Government, eo tha t in no event 
can the British Government object or int erfere 
with the uee of such facilities to the 
prejudice of the American Government, or 
to the embarrassment of the American manu­
facturer. It ehould be emobasized t hat trom 
the ool.Jlt of view or operat ion the use of 
the lease arrangemant makee no difference 
vbataoever, and the failure t o recognize this 
faot may result 1n the unnecessary pa;yment 
by the BrU1ah Oovern111ent of aubat1Ult1al 
amounts in taxes. 

•Because of the foregoing ooneiderations, ve 
u.rge that the use of the l ease arrang•ent 
be reconsidered by the Defense Committee, and 
ve be given an opportun1t;y to explain the 
exact nature and operation of euch arrange­
ment. • 

I think Mr. Knudsen had better talk first. 
I don't ltnov anything about thie. This is 
the first time I have heard about it. 
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It repreeente, :tro• our Yievpoi.nt, a rttal .. u~ beoauee 1t 1e a reYereal of preY1ou 
poeUion. 

Curtiee-Vrigbt brougbt up the taot that we 
baYe three plant expaneione. Some of it 1e 
financed b7 the Allied OoYernment, eoae of 
1t b7 the J'renob, if I remember oorrectl7. 
It was gone oYer rather aketcb1l7 1D our --

Ve would 11lte to baYe our people p reeent 
if it 18 going to be Yent1lated, becauae 
there are replies. You baYe got to remember 
we are deal.ing v1 th a oorporat1on that sa7e, 
1It ie much easier tor us it the Br1t1eh 
baYe to PA7 that three million dx and n..,.er 
get 1t baclt . Then there 18 no r181t of anr 
lt1nd to us wbateoeYer. 111bereae, there might 
be A change of OoYernment 1n the rear 1948 
or 172 that llligbt - and we llligbt baYe a 
cr1t1o1em of tb1s 20 rears after it wee 
done.• 

Juet to open up tor the derenae a minute, 
70U eee, the question we were d1aoues1ng 
there wae whet her t here wae ao•e war b7 
Wiob the 'l'reaeur,. could rule that the tax --

The 'llreaeur)' baa been wor!t1Dg on tb1e tor 
aontba, Mr. ~udeen, and t b1e 1e the belt 
war we baYe been able to arr1Ye at. 

You understand this vae all 1nfol'llal 
d1ecuaaion and the letter that we got 
vae to the effect that it waan 1t desirable 
to l ea••· 

Ourt1ee-Vr1gbt are tr71Dg, I th1Dlt', to get 
a ruling fro• the 'l'reaeurr 'llhicb we baYe 
been tr,.ing to aYo1d aelting the 'llreaeur)' 
to lll&ke. The7 are go 1ng baolt oYer their 
traolte . 

Well, I eent tor roler because I Juet - I 
don't know about it aDd 1t 18 iapou1ble tor 
me to follow it all and 1t need• an expert 
On taxee On tb18. 
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The extraordinary t hing 1e --

We had a conversation 
and Foley VIIS there . 
there wae some avenue 

th~t laeted all aft ernoon 
The oueation vas whether 
thet could be utilized - -

It has been explored and explored. 

(Y.r. ~oley entered the conference. ) 

Ed, it you will r ead this, urobably the 
discussion can continue later on. How would 
you like to handle this, llr. Knudsen? 

I think ~re out;ht t o get the attorneys tor 
the Curtiss-Wright people and your ueople 
dow here and tlll.k t his t hing over. 

I t won 't be the tiret time they have been 
down here, both or the!!~, t o talk it over. 

I have never seen them, 

But there is a vbole period ot months before 
this. Thie one a rgument has been going on 
tor ten weeks and every sort ot method has 
been explo red and this is the one that the 
Treasury and our eel vee came t o and we had 
the - it wa e developed in ita final form 
by t he lawyer t or the Curties-llright Col":>or ation, 
ldllch put t he heads o r t he Curtiss-Wright 
Corpor ation t ortunRtely t or us t or the first 
time in the d1tt1o~lt position ot saying 
they won ' t go along with something that their 
lawyer originated, wh1oh is a t acticAl. noa1tion 
we had much pleasure in finding because we had 
struggled t o r a long time before ~<e got t o 
that. He is a very able lawyer, and I really 
believe t hat the thing holds water . It is 
just a t em?er mental disinclination on the 
?al't o r Curt18 s- lfr1ght to have anything or 
t hat n11ture. 

You spread t hat plant over eo much - -

It has t o be done in a great many oases. 

You spread t he plant over eo much territory 
down there that it is pret t y hard to tell 
who owns whi ch. 
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ADd trankl;r, ~r all praot1oal purpoaee, 1t 
doean 1t •tter but it doee •tter froa the 
point of rtev of the .. tup of the oontraot 
ae to what ve PA1· 

Kr. PurY1e, 1an 1t 1t fair to aeauae that if 
ve oan get all the infor~~~atlon together we 
oan finall:y arrive at aome 1atiafaotor:y 
10lut1on? I don't thlllk an7bod7 wante to •halt• :you down. 

No. Well, for 1ix month1, Mr. ltnud1en -
I ju1t want TOU to ltnov that there 11 e1x 
aonthe background 1D tble thlng 1D wbloh 
ever7bod7 hae done a lot of work and right 
in th1e bu1141Dg a lot of the extremel7 
e)'llpathetlc won: hal been done to tr7 to 
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a't'01d our haYing to PAT inooae tax on capital 
aeeietance and TQU are not entering lo .. thlng -
these arguments last generall)' for about three 
hours each. The:y go on, generallJ, for four 
to five da7a a week. We all go through all 
the aama prooeaaea. Each one of ue gpea 
through thea and thia 1a the onl)' arrangement 
that aDJbod:y haa got . vhioh holds water and 
'IIIlich hal been used in man:y oontraota. 

Do JOU recollect the oonvereation about th11 
over in the officet 

Yea. 

And that we wound up tr;r1Dg to aae if there 
vaa another VAT that oould be devised ae1de 
fro• the lease arrangementt 

Yae . 

Well, ve are still there . 

I haven't heard an1 acre about it. 

No, I haven't either. So, Mr. Secretar:y, 
I 1uggest that we be given another oppor­
tun1t)'. 

It 1a all right. I ju1t warn :you, 7ou are 
are etepp1ng into aomethlng ver)' difficult. 

Regraded Unclassified



- 18 -

fhle 11 a result ot, •• Mr. PurYie ear•-
I aean, we juet aliBOat broke our baclte tr71Dg 
to eoln th1• th1.ng and there hat reall7 been 
IBOnthe and 110nthe ot vork 1n ~ th.1.118 • 

.U I r•eaber 1t, the propoe1t1on ehowd to 
me b7 Ourt1ee-WZ.1gbt 1n eoM waT e111phae1&ed 
the d1tr1oult7 ot a leaee arrang8111ent. I 
w111 get thea back an7 t1ae. 

Their own lawyer de•1eed th1e arrangement 
and he waa the IBOat d1tt1cult ot all the 
laWTere we had to ~~eet and the taot t herefore 
that he h1111eelt, a1'ter two month• vorll:, derteed 
th1a scheme, •• eat1ataoto17 to h111, hae e111pl7 
proved to ue what we euepected dur1ng the whole 
ot the pre•1oue two 1110nthe, that 1e, that 
Mr. Gordon doeen 't reall7 want to eee the 
arrange~~ent go through. 

Am I correct t hat 1n the oaee ct Ourt1ea-Yr1ght 
70u ha•e got a oo•er1ng letter, the7 are so1ng 
ahead and bulld1ng t he1r plant and ••ll:'ng 
eng1neet Th1a thing doeen 't hold ;rou up an7, 
doee itt 

Ye went eo tar, Mr. Seoreta17, •• to PaT the 
three a1lllon elx down and ha4 paid 1t down 

tor two aonthe on the theor7 we would ba 
talrly treated 1n the end. 

But an7 turther d1ecuee1ona do not hold ;rou 
up on produot1ont 

No. Here 1e one thing, Mr. Secretar7, I ehould 
187. We are allowed juet eo 1111t.D7 d&T• w1 th1n 
which to conclude the contract b7 Curtin- . 
vr1ght. It we exoeed that nuaber or daTe, 
the7 can break the contract. Therefore, 1t 

there 11 a holdup on the dec1e1on 1D thh 
aatter, H a1ght put ue 1D default b7 ta111ng 
to coaplete the cORtract o•er and a'bo•e the 
l etter or intention. Ye are worll:ing on the 
letter ot 1Dhnt1on, and th1e 11 holding up 
tbe oontraot and hae been tor the laet e1x 
we ell: e. 

Yell, :rou (Enudeen) are going to take the 
1n1t1at1ve to oall th• down, 11 that right! 
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'l'hd 1a right . 

Oka7. 

InaaiiiUOh aa the)' are the originators, Vt v111 
atart all oYer again. I aa faa111ar 111th tha 

preYioua d1aoussiona. 

And if ve OIIJ\ haYe our people prea ant --

Oh, eure. We vill heYe information on 'Whether 
Jones oan release the money to the Allies so 
the)' oan buy the motors vith 1t . 

It I •&7 euggeat, I th1nlt it vould be helpful 
1f Mr. Foley or Sul11Y&n - BulliYIIJ\ i s not 
here nov - somebody from the 'l'reaeury be 
present and g1Ye )'OU our poeitlon. 

Oh, I vill b e glad to heYe t hem, a baolutel )'. 
I vill be glad to haYs l~r. Fole)'1s asaiatanoe. 

'l'ha heart or t he problem ia that eaoh one of 
these manutaoturere vante a deolaration from 
the 'l'rea sur)' t hat the 'l'reaaury can ' t malta, 
aa tar ae I underatMd, and therefore ve heYe 
had t o find eome va:r ot a .. uring th• of 
getting something lnto good shape, and thia 
-• the product or )'our people' s brains ln 
General Motors and 1n ita preesnt f orm 1n . 
the Cur1iea-Wr1ght corporation, their laV)'er. 

CUrtisa-Wright brought it up. We d1dn 1t 
o riginate it and I vill get them baolt dovn 
and ve vill • •• llbat ve oan do. 

What elaet 

Po1nt 2. 

Next la Mr. ltnudeen ' e point. I interrupted 
because it had a b earing, I thought , on the 
other contract. 

We vera t allt1ng about cancelation. 
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I got the t1ret letter about thie cancelation 
buaineea and I · got it rroa the Vh1te Motor Coapan)'. 
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We bad 300 e1x 'lllleel truclte and 1n a cable 
troa Prance they etated 1t vae 11101t urgent 
eo they could worlt on 1t and try to get the 
truolts done and they are due to be del1Tered 
1n July and Auguet. Ve are pretty cloee to 
1t. Nov we baTe reoe1Ted e4Tioe troa the 
Prenoh Oommiee1on etating that preeent eTente 
neoeeeitate the cancelation ot the oontraot. 
He ea1d, •we expect to reoeiTe the formal 
cancelation troa the l"renoh tomorrow, • 'lllliob 
wae June 20. !hey baTe a s izable depoeit 
and sutter no lose, you see. 

Well now, it - is be raising any pointe with 
you? Because I oould give you - the picture 
11 a little d1tterent trom 'llllat be bee it and 
it 11 not hie fault t hat be hae 1t a l ittle 
ditterently. What bapoened wae simply th1e, 
th~t on the 16th ot June the French State, 
1n the person ot the Frenoh Purchasing 
CoCIIII1es1on, its Dir ector ~Haeral, Mr. Blooh­
Lili.ne, auigned to the Br1t1eh Purobae1ng 
Coomiesion, and we accepted - the document 
wae duly put in t orm, all benetioial ownership, 
all ovnereb.ip, they assigned the whole oon­
traote, t or everything which dealt with 
a1roratt, mun1 tiona , aaohine tools, or 
~teriale perta1.ning thereto or enter ing 
t herein in the manufactures. Now, that 
document lay on the table laet week tor 
ope ration. In the meantime , there are 
indiTiduale 1n the French aieeion, tor 
inetanoe, ehut ott - I mean, you haYe got 
lloo men, 11101t ot whoa are ind1Y1dual1ete, 
and they ehot ott one or two lettere, I 
understand, 'IIIlich did not ooinoide with 
tbe caee. lfbat wae happening wae a ph;ra1oal 
exaainfttion. Contraote 'llll toh are - 'IIIlich 
oonta1n tene ot t boueande ot items are being 
lllt\de v1 th a rtew to an intelligent att aolr. 
upon the whole thing. Ve got the tiret 
phye1oal report on the situation in rougb 
t ol'!ll on Saturday night and on Monday morning 
we eat around t o deo14e vbat was the next 
legal step with the lav:rere and intimation 
went out trom the Br1t1ah Purchasing 
Commtedon to all those people that under 
an auignaent ~eeJHnt ot the 16th ot June, 
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they were talr.ing oYer rigbte and reapone1bil1 t1ee 
oppoeite thoee oontraote, eo thie man v1ll get 
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a letter, it he hasn't Already got it, by 
tomorrow mor ning at the latest, saying, 
1It you get in touch with the British 
Purchasin~ Commieaion, we have aeeumod this 
contract. Otherwise, i t we want the trucks, 
we t ake the trucks. It we wnnt to cancel , 
we make a deal with him, but there 1e nothing 
to - as rsr as I know - to worry about . 

Well now, t his applies also to machine tcolst 

Oh yes. 

And where the c.hap baa got t he tools t1niehed 
and he is in need or a place to ehip them -

ll'e will look a fter t hat. 

Where will they got 

ll'e will look atcer t hat . That ia our 
reaoonsibility. We have warehoueee. We 
have plants here that we may put them into, 
you see. lfe are overlooking the whole 
machine tool thing, Mr. ltnudaen, in an 
entirely different way. ! cabled to London 
eome time ago and suggested t hat in t hese 
machine tool oonaideratione we look a t this 
t hing in a new light, in the light or 
bombing being much more effective than we 
exoected , and t herefore t he necessity ot 
increasing the potential on thia aide or 
the water tor completed goode ae d1etinguiehed 
from semi- goode, aa a point of broad policy. 

Now then, I am in prooeae or oabling over 
on shells, guns, amall and large, small 
arms ammunition, explosives, showing the 
orders we have placed to date, the things 
ve can place in the i mmediate tuture, and 
the long range poaei b1liti ea with a view 
to complementary aotion with you as tar 
ae poesible, I mean, sa t ar as it suits 
you on all the l ong range ones. 

Now, the Rolle Royce 1110tcr ia merely an 
i llustration or t hot kind of thing. lie 
would like to develop that eame thing with 
you it it interests you on 75 millimeter 

• 
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SWIS 1D a b1S ¥a7 and Yel')" r~141J all4 Yar:r 
qu1okl.;r. 

Jlov, -ob.1De tools that are unllh1pped 80118 
the .. -:r be u .. tul tor thet. There b a 
pool of -oh1ne tools we are loolt1ng attar. 
Ot oourse, a lot of them were brou&ht to 
oo~~plete enstlng plants 1n England all4 

1n J'ranoe. Some of them will turn out to 

be useless. 

There 1s no use shooting an:r more to France. 

The:r are t1n1ehed. Nov, Canada and the 
Ul\1ted States and oureelYea are the tbree. 

Pardon me a minute. It we haYs eome maoh1ne 
tools 1n J'ranoe that are t 1n1ehed nov, do 

:rou take them oYer' 

Ye haYe taken them oYer. 

So• Of the lllaDufaoturere haYe toole that 
are t1n1ehed now. 

Yhat about 1t! 

The:y •a:r, 1 Where do we so trom here'' 

'fhe:r oan Just set 1n touch with ue and del1nr 

them. 

Thl¢ 11 the notnt . When I lett the ott1oe, 
when we had the t1ret talk, the underete""' ns 
was that the;r were to etop not hing. 

ThAt h r 1Sht. 

Ye were together r1sht on with enr ;rth1ng 
we did. 'rheee are the order• I haYe heued. 

That 1e oorreot. 

And that pol1o:r 1e llhat we haYs been wol'lt1118 
on. Jlow, eoM ot tbeee ohape haYs sot etutt 
oomtng throu&b and bestnn1118 to worrr about 
'llhere to pt rid ot 1t. 

I don 't ltDow 1lhJ theJ vorr:r. 
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Knudsen: 

Purv1e: 

Knudsen: 

Purv1a: 

ltnud8en: 

Purvis: 
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There i8 a slack in getting the intormaticn, 
80 it :rou tell me now --

I think :rou v1ll find that ever)' e1ngle one 
ot thea ia 1n noaaeaaion ot a letter vh1oh 
enablea them to know exactl:r where to cclll8 
to go on with the contract. After all, 
the:r made the oontraot in good tai th and 
the French made the oontraot in gpod faith. 
Their interests have been protected b;r the 
tact t hat the British assumed the responsi­
bilities and righta ot the contracts as ot 
the 16th ot June. 

All right, but then our understanding still 
atand8, that we atop nothing --

Nothing except - it we find - I will be quite 
trank with ;rou - it we tiDd that in aJl7 shop 
there h a tool being made which h onl:r 
8u1 table tor the p roduction ot French guna 
ot a oertain size, we would think it perteotl:r 
ora~:r. from our own viewpoint , not to make the 
beat settlement we oan with the manufacturer 
eo he oan get on with the work wbioh will be 
ueetul to all ot ua. 

That 1a right, and how long wUl it take to 
have that information availablet 

Well, the men were working da7 and night 
last week and fortunately the French had 
nothi.ng else to do .but help ua with this 
becauae aa 1.nd1v1duala, aea1-ott1o1all;r, 
unott1o1all:r, the7 are helping ua go oYer 
these liata, but :rou baTe got to remellber 
:rou are dealing v1 th 16 thou a aDd 1te11a on 
that alone. Now, t here ia Juat a certain 
amount ot ph:fa1oal work that 1a required 
and a certain a111ount ot time to do it. It 
ia going Just as rap1dl;r ae we know how, 
beoauae t hst 1a to our intereat. 

Then I understand t hat :rou are to g1Ye us 
thia deoiaion - g1Ye the d1apoa1tion 

How do ;rou mean, d1apoaitiont 
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Purvie: 

Inudeen: 

PurY1B: 

Inudeen: 

Purvi s: 

Inudaen: 

Neleon: 

Pun1e : 

Inudaen: 

B.M.Jr l 

- 24 -

Either oaeh oil 1t or take eh1p11ent o il it. 

To give it to vhomt 

To the A4v1eo!")' Coaiea1on. 

No, we thought our relationehip vae with 
the oontraotor • . 

But don 1 t ;rou eee t hat the;r 001111 baok to 
ue all the t 1ae and want to ltnov what 1a 
vhat? 

We are aotuall;r r eeding , and haVe bean, 
1n:!'ormat1on aa regard• all our doinge, 
graduall;r getting JaOre and 110re OOI!Ipleta, 
int o the United Btatee Government, t or 
eix monthe. We have a beolutel;r nothing 
to oonoeal about an;r or thoea thinga but 
ftOtu&ll;r our poe1tion 18 aerel;r t h1e, that 
we have a bu;r1ng eetup and an:r relati oneh1p 
:rou want to know about t hat we would be 
happ;r to g1,... 

Thl\t takee ue baok to the queetion, how to 
get the oolllmitmenta and ordere. 

Yea. Well, ;rou are getting that now, ;rou eee. 

Mr . Inudaen, I would like t o make one point 
quite olear. I think it v u Mntioned vben 
we were here l ut. We have been, and eo tar 
with propriet;r, ve have r ound rroa actual 
•xParienoe, &88uaing that it 1a not the 
intention or the United Btatae Government 
in our d1:!':!'iou1t poeition or being at war 
to ~~vent our getting the atut:!', va hope, 
l oo g at it troa the poi.nt or rtav that 
it pa;ra thea to have ua be a• e:!':!'io1ant ae 
poaaible in :!'1ght1ng our particular battle 

Mr. Purvia, don't get the idea that ve are 
t!")'ing to 1nhrtara with ;rou. We are t!")'ing 
to get t he J)rooedure eo we oan adviee all the 

people --

Oould I be balp:!'ult You eee, the Praa1dent 
haa an order outatanding tluC he aet up a 
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H.M.Jr: 

Neleon: 

PurY1e: 

lnudeen: _ 
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oo..S.ttee, the D1reotor or ProoureMnt, 
Oolonel Bume, aDd A4a1ral lpear, •d tboee 
people are to oontao~ all tore18D PQJ'Cibaa1Dg 

SJ'Oupe aDd 7ou (I:Du4een) wrote •e 1ihe letter 
that 70u waD~ed tbe 1ntol'llat1on aDd we are 
g1rtng U to 70U •• rap1dl7 a• we get u, 
aDd I think we baYe beon aotlng ae a bu1'ter 
between the Purcbaeing Oommtee1on aDd the 
Yarioue OoYernment Agenciee and it ~here 
11 anf!b1ng epeoial tba~ 7ou want ~bat 70u 
baYen t got, it 70u v1ll addreee a letter 
to - be 1e etlll cba1l'llan or th1e oo.mtttee 
ae or todq - I don't know what he v1ll be 

to1110rrow 

'l'odq, I all et1ll here. 

lleleon 11 the 1'ellov to ea7 to, 1 llow look, 
Neleon, I want thie and tbat, 1 and S:t 11 up 
to hill to get 1t under tb1e eetup. 

Ve v1ll cooperate 100~ to eee that be geh 
it ae quioltl7 aa it ie ph71ioall7 poeeible. 

I haYe been working tbat va:r. It ie working 
nov, Mr. Beoretar7. 

On th11 aaohine tool thing, aar I euggeet 
th11' Rather than hartng them come to TOU 
v1th a big l1et or llhat the:r are going to do, 
the auutaoturer inquires trom :rou, :rou aak 
them to inqu1re 1'rom the BrUieh Purcbaa1ng 
Agent. It tbe7 do not ge~ a eet1etao~orr 
reeult there, tben we can talte it up egein. 
It eeeme t o • that would be the beet wa:r 
to handle it rather than tor them to tell 
70U and you haYe t o go ~hl"ough the f1le 
to eee vhd-

It eYer:r manufacturer in ~he ~n1ted l~atee 
vho bad a deal v1 th the P'renoh 1e going to 
aalte a three cornered gaae out of i~ v1th 
you and oureelYee and the P'renoh, it wuld 
be dieae ti'OUI. 

'l'he maiD ~bing 11 tbat we know what to 
~ell them when ~h17 oall on ue. 

I ~h1nlt that 11 pell'teoU:r ta1r aDd proper, 
and I think we 0111bt to 1s..pl7 eend 70U a 
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Purvis: 
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copy ot the letter which we have eent to 
every eunnlier telling hl~ that we assume 
the obl i gations and rights or the French. 

That 18 right. lihenever we hear f rom the 
machine tool manufacturer he hasn ' t heard 
from the Purchasing Commis sion or he woul dn't 
t nlk to us . 

You see, there agaln there were hundreds of 
letters. The deoieion wne made on Monday, 
t his is lfednesday, ia it not? Anything 
that is written to you orobably antedated 
thAt, but the actunl ohyaioal Job of @Ping 
over the contracts l ast week took five days. 
We have got t o remember the French were not 
working at their beat last week. They didn't 
know what was go i ng to batmen to theo, and 
we had to rely on what came out from t hem. 

I followed t he line t hat we laid down here. 
I told everybody t o keeo right on liorking. 

'llell , thAt was t he right thing to do . 

And I t old White to keep on working. Now 
I get a letter saying somebody stopped 
them, and thAt ia the reason I am bringing 
that up here. 

Well, don't you feel better now? 

Yea, I feel all right. I oan 1 t £0 out 
nnd send word out one dey and have it 
changed t he ne~ day. People v111 think 
we don 1 t know vbat we are talking about. 

There is no change from the assurance that 
Mr. Purvis gave ua, and t he statement you 
made t o the American industry is still good. 

ThAt is r i ght. 

Your statement s tands. 

We expect to make a mutually ea. steotory 
settlement or all outetsnding pr.>blems, not 
Just one t hat is eatiataotory to ua. We 
assume the obligation• as well as t he rights 
under these agreements. 

.- ~ 

Ju 
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Nov hov vill this disposition atteot the 
shipment ot motors? Has t hat been stopped 
right avay? 

llotorn? 

Pratt and Whitney and Curtiss-lfright motors 
tor Ft•ance. 

No , I think ve vlll buy more air trllll!es , 
Kr. ~tudsen , to tit t he mo t or s . 

But you have stopped all sh1poing orders on 
motor o t 

There vera none a t the moment atrected. You 
see, they are going into planes instead. The 
reo.l .u-rangement is so trifiing lit the moment. 
You h~ve got to remember that moat ot the 
oapaolty we have bough t does not oome to its 
&enit:n because ot the 1nabil1ty ot the makers 
to nroduce unt1l lnter on. ll'e would gladly 
have tnlten in JIUiuary, February, Aprll, March, 
May, or June --

The schedules as laid down nov do not change 
on sooount ot the French? You tAke the su.m 
totnl ot the two schedul es? 

Oh yes . We are Bimply t1tting them to 
oore air trames, th• t is nll . 

I t h ink that covers whAt I have, Mr. Secretary. 

7h•t clears you? 

Yes. 

IIRYe you got anything mor e? 

I ha1•e got one or two things I would 11ke to 
t alk t o you about. I don ' t know whether it 
h ntJOe86ary now. It I could see you later 
in the day, it would be better. 

Hov nbout you, Neleon' Anything that atteots 
them~ 

I 
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Ho. 

You can etay a rev a1nutee and we oan tallt. 

I th1Dk 1t 1e going along •e17 eao9thly. I 
ha're been working v1 tb. Mr. Knudun '• sen, 
Mr. Vanoe and Mr. Mead, and ae the qu .. uon 
oomes up about aaachine tools, I ha•e been 
handling it and I ha•e written a letter to 
you (Knudeen) t hat oont1rce just what we 
said tb1e morning. 

Tb.e only reason I brought 1t up vae to oonr1rm 

the deoieion ve made in here. 

You aaade 11 etatement and you want to ll:now ir 
what you ea.id ie there or 1t 1en1t. 

We d1dn 1 t want to oroee wire a through a III1XIlp 

ot oorreepondenoe. 

All you need, I th1nlt, to OOIII!>lete your r eoorde, 

will be a oopy or the letter and I will eee that 

it 111 sent to you today. 

And you are going to take tb.e i _nit1ati•e on 
Curt1ee-Wr1gb.U 

Yea. 
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Present: 

Wr. Oaat on 
llr.Bell 
Mrs. Klotz 

June 26 , 1940 

11: 30 a. m. 

Uajor Smith (tor last ot meeting ) 

(Subjeot under diecuesion when Mise Chauncey arrived 
was a proclamation ot the President creat ing an embl\rgo on 
a long 11et ot ~~~a teriala uaetul in National det enee and pro­
viding tor t he appointment ot Colonel Kaxwell aa Adminis­
trator to recommend to the State Department what licenses 
tor export ot these materials should be granted and what 
should be retuaed. ) 

HU Jr: '1'h1s 1e what I am goi ng to say. Yy reoom­
mendati~ t he President i s that it he teela that we need 
somebody to do this thing , that thie person , whoever he is, 
should be either State or Commerce and I am doing this in 
order to save the President t he additional roeponeib111ty 
ot setting up a new organization direct ly reepona1ble to 
hiM. I think it i e a ad stake. 

Mr. Gaston: Cairns suggested that it tbay wanted 
t o designate somebody t o advise the Secret ary ot State, 
they should have designated the Secretary ot War rather 
than a aubord1nate ot the Secretary ot War. 

lUI ,Jr: I don 1 t think it 1e Treasury. It ought 
t o be in War, NavY or Co.aerce, eo that a Cabinet otticer 
will be respone1ble t o the President and not an outeide 
person. What do you think? 

Mr. Bell: You oan say to the President that this 
ought to be hAiidled i n the same manner aa t he f oreign 
exchange control. There t he authority i s put in t he 
President to operate t hrough auoh agency aa he !llaY de1ig-

ss 
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nate and he deeignated the Beoret&rJ of the Trea.ur,r and 
pre1oribed rulu and regulation•• 'ow hi n1nr blar1 
of it exoept wb.en a utter of polio7 OOIMI up, and th11 
1hould operate in the 1ame w&J. 

RX,Jr: Sure! That's exoellent. 

( At th1e point Kajo%\ BaHh oa. in. ) 

IOl Jr: You (Major Saith) .a¥ w.nt to .Ue IOH 
notu o'iF'tiii:e. I want to tell tbl Prel1d1nt .. do not 
appro•• or th11 uthod beoau1e we feel that it place• 
an unneoueary additional burden on tbl Pruident h1aaelf. 
An analagoua ca1e plaoed in th• Pruidlnt the autbori t7 
to oontrol foreign tundl and a18eh in thh oountr7 aa4 
he dea1gnate4 the !'rea1W7 to adainhter thl1 authorit7 ••• 

Jlr, f£111 •••• under rule• and regulat1one approYe4 
b7 the Pree ent. 

"\!c\ir: . ... under rule• and regulation a approYed b7 
the Pre t and with the exoeption ..... 

Kr. Bell: •••• of -.jor aattera of polloy •••• 

RX,t: .... and with the 1xoeption of -.Jor aatter• 
or poli 1 DeYer heara about it. !'blrefore, .. reoollllend 
that he deeignate either \'be Seoret&rJ of 'far or llaY7 or 
Coaaeroe to adainieter th1e order for hia. 

Jlr . Jfll: Do 7ou want to 1&7 bl ought to 4el1gnate 
a oabinet o loer a• the re1pon1ible otriolrt 

RX,Jr: Yl8. Re ought to duign&h the Seoretar:y 
ot State, far, 1laY7 or Co-roe. That'• •1 reo.-ndat1on. 

MaJor 8!1 th: '1'hank JOU nr7 mob. 

RX Jr: You (MaJor 9111 th) get' tbl two thlaget Ab­
aolutelf'S - authority. Control of foreign flmd1 
.. han th11 big 1eot1on dolm1tair1 - Mr. Bell ruDI it 
for • -- and thl President -- onoe in a great while 1oae 
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nry major pol1oy, we alit; otherwise he ie not irrrolYad. 

llaJor Saith: You know, Sir, a different •thod 
1188 already reooau.endad and he proposed this •thod. 

fii(,Jr: What waa itT 

~or Saith: 'l'he Department or Collll'lleroe recommended 
that e1 t r one Department handle it alone or a aort or ooa-

1111sston be appointed and he -s inclined to prater th1a 

method as being lea a intru81Ye 1 but nenrthelell he -• 
insistent on ha'rlng your reaot1on, 80 here it i8. 

IOl,Jr: Well, hi baa the reaction or the three or 

ue . 

Thank you. 

(UaJor Sm.i th lett the oonterenoe.) 

!Ol,Jr:I am not going to eit here and aee the Pres­
ident get bogged down. 

Kr. Gaston: I am satisfied it ia illegal anyway. 

Kr. Bell: The Prea1dent has got to releaae ha can't 

do this Job by h1msalt. He baa to delegate authority to 

somebodY. 

!Ol,Jr: I wonder who ooolted th1a acha~~e upT 

Mr. Gaaton: It -• oooltad up at a meeti~ onr in 

the State Department. They are away behind on th1e thing 
and I h,.Ye bean tor wealta baaasring those p eople on the 
becks to gat thea to gat busy on prool&JMt1ona and regula­

tiona on the pa .. aga or th1a Bill. 'l'hey had a _.ung at 

State, to wh1oh they did not oall ua, wh1eb reaul.ted 1n a 

message tr0t11 the Wh1 ta House. 

oOo-oOO 
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JQI lOtlll Illl"'OII&!IOll 

1!0 1 'l'ho Socrotll!'l' 

Fro a: llr. Young 

Attached h a • ...,r8M11.11 ..tllcb I rocohed h<>a 

llr. l'olllA.Ut;vuo 1Dqllir1n& aa to ..tlat proporUoa ot t~ 

Ullitod Statoa apruco product1oa m.ight 'be allotted to 

t~ Br1t1ah, aDd llbat proporUo.l> vUl bo a'baor'bed 'b7 

the U1>1tod St atu aircr&ft pro-. I to...,...dod a 

cow ot thia to Dr. W.ad tor a repl7. 

?5 101 GallS 

llaproaoatat1voa of t~ J.Dt;lo-lrollcb l'u.rcbaa1oc 

:Board ba,.. 'boon colltorr1oc with tho War Department con­

corll1Dt; tho poaa1'bll1t7 of IWIUtacturlng JrlUah t7Po 

715 a guna 1n tbb oountr7. :hrther, tho Purehaalng 

Joard 8D4 tba Yar Depart•~>t ba,.. 'boon talklng aor1oual7 

about oatahl1ah1Qs production tac1l1t1oa tor the ..an!ac­

turo of lllapa110• Su11a aircraft cannona 1n t~ Ull1ted 

States. 

~-
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Re1 Aeroplane Spruce 

Would it be poaaible to 

aacertain what proportion ot apiMlCe 

production would ba abaorbad b,y the 

Onitad States GoTern.ent•a contaaplatad 

aircraft expenditure and what proportion 

aight be allotted to the British? 

C.T.B. 

03Vl303A 

Qtet U MU\. 

a u'~ ........ ~-
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General 
Vateon: 

H.M.Jr: 

W: 

H. M.Jr: 

V: 

H.M. Jr: 

W: 

H.M.Jr: 

W: 

B.IC.Jr: 

W: 

H.M. Jr: 

W: 

H.M.Jr: 

W: 

B. M.Jr: 

Bello. 

Yea. 

June 26, 1940 
10 :44 a ••• 

I took that uf vtth the Preaident and he 
eaya he doeen t like the idea or that 
rellow • • •••• 

He doeen•t. 

••••• • and he ea1d tur theraore he went• 
Don Nelaon to tt&T right where he ie. 

Well, they'•• drawn it all up and aicne4 
U and I undereta.nd ••• ••• 

64 

Well, let •• tell you, he eaya he ne•er told 
anybody to do that. Re eaye he wanta h1a to 
etay richt where he ia in charge or Procurement. 

Well, I -- look. 

Yeah. 

While I'•• got you on the phone -- I wae 
writing the Preaident a letter, but I'd auoh 
rather tell it to you. 

Yeah. 

Leon Henderson oalled me up today and told 
•• r iYe dirrerent bue1nee .. en he brought 
down. 

Whof 

Leon Bendereon. 

Yeah • . 

I eaid, 1Juet out or ourioeity, Leon, baYe 
you cleared th .. with the Preeidentf Oh, no. • 
Now I think that the Preeident oucht to 
di rect MoReynolde that berore they bring 
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V: 

R.M.Jr: 

W: 

R.I!.Jr: 

W: 

H. M. Jr: 

W: 

H.M.Jr : 

W: 

H. M.Jr : 

W: 

H. M.Jr: 

W: 

B.M.Jr: 

,_ . 
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anrt>o41 down hera, lloBernolda O\ICht to 
clear 1t with Juat1oe and Treaturr to aake 
aure thet we ha'len' t cot aooae UClJ oa11 
aga1net tbeae tellowa. 

Yeah, well , I'll tall bla that. 

Tell the Preeident. 

Yeah, I'll tell the Preeident. 

I aean, be ought to tell MeRe7nolda that 
it anrbodr'e ooalng down here, tbe7 ought 
to - - McRernolda ehould eend a aemo o'ler to 
Bob Jackaon and •• eo thet we ha•en't got 
eoaetbing reall7 - - aoaetbing cr1a1nal 
againet aoae ot tbeee tellowa. 

That'• right. Now look ••• • •• 

It ' e r1d1culoua. 

Yeah, but rour aan Neleon 1e O.K. I'll 
tell bla about the other, and Neleon, let'• 
don 't set away troa that, be'e O. K. -- J OU 
keep bia where be i a. 

Well • • •• •• 

You want bia, don't JOut 

Well , he came in here and Stett1n1ue and 
MoReyno~de told •• that it waa all cooked up 
and appro•ed b7 the Preeldent that he'• t o 
becoae •• ...• 

Well that'e Vbat tbeJ taid, but be -- tbeJ 
d1dnlt. Be'• told ae -- I'•• alre&dJ intoraad 
XcReJDOlda - - the Pree1dent •ar• tbat1 a ott. 

Well. 

Be •tar• where be 11 and be doean't want that 
other tallow r ou auggett~ •ow, look here, 
B•nrr. bow about ordering t boae 9,000 tor 
oureel••• -- t boae Rolla Roroe? 

Ob. Vall , now •• •••• 

-~· 

.. , 
r ··• 
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WI 

B.M.Jr: 

W: 

B.M.Jr: 

W: 

B.M.Jr: 

W: 

B.M.Jr: 

W: 

B.M.Jr: 

W: 

B.M.Jr: 

W: 

H.M.Jr: 

W: 

B.M.Jr: 

W: 

B.M.Jr: 

V: 

B.M.Jr: 

- '-
• • • • • • tor 111 1natea4. llarne7 llarlloll 
pbone4 ae rroa Jew ton and NJI wbJ not 
aet ena1nae eo auoll eaa1er to aake than 
the three. 

1nw111n 11 takinc oar• of that. 

Yeah. 

Be' • ol'der1nc 9, 000 rroa Paokal'd. 

Yeah. 

Six tor the Br1t1eh and three for ue. 

But not-- wbat'• he do1nc with rol'dt 

Joth1na. Be told rord that he' • aone back 
on hie wol'd anc! be c!oeen' t want to do 
bu81DIII with bia. 

I 111. All right. 

What? 

All r1&bt . 

...... 
Can I tell Barne7 Baruoh thatt 

You oan tell Bame7 Baruob that Mr. lnudlln 
doun't want to 4o budneu with rol'd 
beoauae be broke hie word. 

All ript. I'll tell h1a Juat that. 

And that the Paokal'd Xotor Car are &01DC to 
build 1t and I!Jiabout olollna a oontraot 
w1 th Paokal'd. 

Goo4. •u •lab'· 
.And that lnllden bae ban4114 U beaaUfullJ. 

.lll r1pt. I told h1a I wae 1111'1 Ill bad. 

Wba'' 

ss 
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W: 

H.M. Jr: 

W: 

H. M. Jr: 

W: 

H. M.Jr: 

'II: 

H,M.Jr: 

II : 

H. M.Jr: 

'i : 

H.M.Jr: 

W: 

H.M.Jr: 

V: 

H. M. Jr: 

- ~ -

I vaa aure he did. 

Wall, baa BarntJ • • •••• 

BarneJ thought JOU ought t o aake Henry For4 
dO it. 

Well, can Barney make Henr7 Ford do it? 

I don't ltnov. 

Well, lnudeen handled thia beautitullJ. 

Well, then I ' • telling BarneJ that -- JOU 
know be calla up about once ever7 tvo houra. 

It's all been arranged with Packard. 

Yeah. Well, I'• not getting in it. 

Right. 

I'm Just passing th1e on to JCU ao I can 
inform BarneJ. 

Are you and Steve coming t or lunch? 

Yeah. 

0,. I . 

All right. I've got aometh1ng 

All right. 

o7 

Regraded Unclassified



B.M. Jr: 

Leon 
Bendereon: 

B.M.Jr: 

B: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

R: 

R.M.Jr: 

H: 

Jut 26, 1,-o 
10:~ •••• 

You aekad ae about whether tbt7 cleared 
witb the Whitt Bouea, I r .. aabtrtd that 
Btettiniue banded to tbt loee a liet ot 
naaee ot people be wae going to appoint 
on eoaetb1ng, whether it wae all or not , 
and I'• not eure what -- it wae riaht at 
tbe and ot tba ... unc -- but tba loee aald, 
rou oucbt to clear tbo .. naaee W1 tb Internal 
RtYtnua and witb the Anti-fruet Bureau to 
tee that there ie no ••barraeeaent. 

Well, tbt7 baYen1 t. 

'fbe7 ban nott. 

lo, eir. There baen't been a eincle naae 
except one or two tbat tbe Praeidtnt gaYe 
•• ot bit own aeeietante. Tboee are tbt 
oDlr people that ban enr b .. n cleared. 

I e ... 

I Juet sot tbrougb telliDS that to Pa Vateon. 
None ot tbtlt tinanoiere baYt been ol•ared 
with Jaokeon or ••• not a one. 

I .. ,. 

'Pba Prta14tnt' e own appointaante, and b1e 
own J4a1nietratiYt Aeeietante, rae, I aaan, 
a tallow Uka IIJ'. -- what '• b11 nue, roe41ok. 
'fbt Preeidtnt pereonall7 cleared that with 

••• 
Yeab. 

But tbt other tallowe oYer tbart -- not a 
one. And I'• oD17 tb1nk1DC ot tbt Praeidant. 

sure. Be 41d eq tbat an4 whatbar be ada 
1 t •• a ltntl'tl. poll or to U, I 4on 1 t know. 

sa 
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R.M.Jr: 

!1: 

!!.M.Jr: 

fl: 

!!.M.Jr: 

fl: 

H.M.Jr: 

R: 

H.H.Jr: 

H: 

H.M.Jr: 

H: 

H.M. Jr: 

R: 

H.I •• Jr: 

R: 

R.M. Jr: 

H: 

R.M.Jr : 

R: 

- 2 -

This 1e not -- Juat between ua, aee -- I Just 
got through tell1ng Wateon -- and please keep 
this a secret, v111 you? 

Yeah. 

You've kept other eecreta that I've told 
you. 

That' e r1ght. 

And you and I have both been here -- we're 
Old Dealers nov. 

Yeah. 

And ae protect1on t o t he Boee, I told Pa 
that they should be cleared v1th Bob Jackson 
and me. 

They certa1nly ehould, because -- well, I 
know, Chester Dav1e vorr1ed about a couple. 

"ell, nov, that's Juet between ue and I can 
aeeure you that rrom nov on they're go1ng 
to be. 

All r1ght. 

Because I know or another case or a rellov 
that -- well, I t ook the trouble to go all 
through 1t w1th Arnold and he's over there 
now. 

I see. Well, 1t ought to be done. 

I mean, 1 t ' s .. .... 

Ir I get a chanoe I'll k1ck 1t along. 

0. K. But leave me out or 1t. 

Sure. 

I ' ve got trouble• enough. 

I eee. 

Thank you. 

All r1ght , Henry. 

69 
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l!. M.Jr: 

Operator : 

H.M.Jr: 

J. Edgar 
Hoover: 

H. M.Jr: 

!!: 

H.M.Jr : 

H: 

H.M.Jr: 

1!: 

H.M.Jr: 

H: 

R.M.Jr: 

B: 

H. M.Jr: 

H: 

H.M.Jr: 

H: 

R.M. Jr: 

Hello. 

J . Edgar Hoover. 

Hello. 

June 26, 194<> 
11:48 a ••• 

H&llo. Thie ie Hoover talking, Mr. Secretary. 

How do JOU do. 

Fine. I hope 10u1 re the eaae. 

Vell, t he big wind baa atarted t o blow on 
a certain aouroe ot intormation which JOU 
want -- where J OU d.i dn 1 t get 1t, JOU knowt 

Oh, yea. 

In Waehingtont 

Yee. 

(Laughs) For once at leaat JOU got into 
the wrong channel. 

Oh, 1e that aot 

And the Prea1dent gave 1 t t o hie Azs7 
Secretar7 • . ..•• 

Yeah. 

And he juet called ae up about 1t. 

Yeah. 

What' s 1t all about eo -- (laughs) -- I 
got caught red- handed. 

Oh, I'a eo eorr1 t o have cauaed JOU an1 
trouble. 

Vell that '• -- Jee, but I juat wanted to 
l et JOU know vb7 1t vae etarted. 

70 
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H: 

H.M.Jr: 

H: 

H. M.Jr: 

!{: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

!1: 

H. M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr : 

H: 

H.M.Jr: 

H: 

- 2 -

Yeah, because I di d.n' t wan t to cauae an)' 
embarraaament to )'OU, 

No, no. It' a all been good wor k and I made 
the tlat statement that you di dn' t know what 
the)' were gettlng. 

That's t rue. 

And it waa pertectly ridiculous . 

That's absolutely true. 

So the)' said, well , ver)' important military 
secreta. 

Yes. 

I sa)'&, ma.ybe. 

Well , now we ought to have a pooling or 
assets. It people can' t be trusted, they 
oughtn' t to be in Gover nment service. 

That' s right. 

That's the wa)' I reel about it. 

And I wanted to warn )'OU. 

Yes, well -- (laugh&) -- I'll be on the 
lookout tor the Blltzkrelg. 

I t bougbt that I'd bidden ~aelt but 
evidentl)' I haven't. 

(Laughs) Well, we'll both have to be on 
tbe lookout tor the Blit~krelg that may 
come trom the War Department. 

0. K. 

Fine. Thanka ever ao much. 

Good-bye. 

Good-b)'e . 

">1 , ... 
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June 26, 1~ 
3:15 p.ll. 

H. M.Jr: Hello. 

Operator: McRe7nolde. 

H.M.Jr: Hello. 

Vs. H. 
McRe7nolda: Yea, air. 

H.M.Jr: Mac, 70u 0 re on t he air and Neleon'• in the 
roo11 w1 tb ee -- nobodT elee. 

MeR: Yeah. 

H.M.Jr : Did JOU get aftT 11eeaege troe General Vateon? 

MeR: Yeah. 

H. M.Jr : Well, what did be tell JOU? 

MeR: He told ae that be bad a requeet trc11 7ou 
tor clearance ot a naae tor Neleon ' a eucoeeeor 
a• Procureeent head. 

H. M.Jr: That' e right. 

MeR: Now the Preeident bad t old hie, and I intended 
to tell Neleon tb1e tb1e eorn.ing but we ran 
ao long that I didn't get around to it, - - be 
told bla to tell JOU tbat be wanted Nelaon 
to •taT where be waa and be didn't want bla 
t o go to the Coeaiee1cn and that, therefore, 
there would be no YaoanCT to till. Now that 
waa the word that Vateon gaYe ••· He eaid, 
the Preeident didn't tell •• to tell JOU 
tbia, that i e, to tell 11e, but be told ee to 
tell HenrT Morgentbau tb1a. So be eaT•. I 
thought 70u 1 d want to know. ConaequentlT, 
I told that to the bo71 down there at the 
Oo1111iee1on. I didn't get a chance to tell 
Don. I didn't want to tell it publ1Cl7 
down there or betore e'fer,bod7 and betore 
I got tbJ'ough W1 tb 10111bodT elU, Don bad 
gone and it waa late and I badn' t bad a 
chance to get bold ot hie aince. 
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B.M.Jr: 

MeR: 

B.M.Jr: 

MeR: 

!I.M.Jr: 

MoR: 

B.M. Jr: 

MoR: 

a.M. Jr: 

II oR: 

B.M.Jr: 

- 2-

Well, I wante4 ll18 w pt U 41Hot tJ'OII 

70v ae well ae tro. ••· 

'!'bat wee the wol'll tllat Wateon pYe ••· 

Well, I told Mr. Neleon word- tor-word Jvet 

What 7ov'r• telling hla • 

. Yeah. 'l'llat'• all I know-- 1a Pa'• 1nterpre­

tat1on ot What the Boee aa1d. 

Well, tbe7 both were here tor lvnob --

Wataon and l&rl7 -- and th17 told ae the 

eaae etol'7 that that'• What the Prea1dent 

aa1d. 'l'be7 aa1d he bad no reoolleot1on ot 

7ov and l!ltetUn1va taU1q to h1a abovt 1 t. 

73 

Well, ot oovrae, their record ot laet week'• 

aeettnc - - (laugbe) -- wae r1&bt epeoit1o on it. 

'l'b17 broU&bt in a written report, that ia, 

the report in wb1oh llelaon Joined and Wh1oh 

70v ban rea4 and evbaitted it to the Pr111dent 

and be looked it onr and epeoit1oall7 approYe4 

it at the Uae. 

Well, 41d be appro•• Neleon tor tbe Job' 

Yeah -- (lavgbe) -- thoV&b I don't know. 

We're coins to be in a aeeting w1th h1a 

toaorrow qain and ot covree the tb1nc hae 

got to be atraiptened ovt one •7 or the 

other, bvt that ia the taot a• to laat week'• 

aeet1nc. He apeoitioall7 approYed -- not 

onl7 did he appro•• lleleon tor the Job, bvt 

be avgceated aoaebod7 elll wbo a1gbt be 

oona1dlred tor leleon'• Job 1n 'l'raa•vrT· 

Yeah. 

l!lo 1t • a a '1'11'7 1111\letantlal \hlq. Be 

probabl7 OYerlooke4 it. I llaYen't the leaat 

idea - - he a&7 baYe ent1Hl7 ohanee4 h1a 

aind abovt the ¥bole thlll& in the aeant1ae, 

bvt that 1 a the record. 

Well, I'•• bad no ooaavnioation with bia on 

1t WhateoeYer. 
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Mol': 

K.M.Jr: 

MeR: 

R. M.Jr: 

MeR: 

R.II.Jr: 

MeR: 

B. II.Jr: 

II oR: 

B.M.Jr : 

- '-
Well, I wa• •un tro• wtaat rou 1&14 r••\el'4a7 
rou were aot p1nc \0. 

Ro, I wlll4JI 1 t. 

Yeah. 

Mr onlr COIIIIWI1oaUon wu through Vat•on. 

Well, all I had wa• Ju•t tbat one •tate•ent 
that Wauon oalle4 up. Be aa14, wben I 
told h1A that Bmrr llorsenthau wanted tha 
cle&l'IUIOI on a· na.e tbat he pYe tor the 
IUOOeaaor to leliOD &I head ot Pl'Ooun-ent, 
he told .. that he 41411't want leleon \0 
le&'rl Prooun .. nt. Be expected hl• to •t.r 
there. Be 41dn't want -- wben I told h1A 
that he wa1 so1nc 4on \0 that Collftoll he 
aa1d, I don't want hl• to 10 to the Collfto1l 
I want h1A to •t.r 111 Treanrr. low that 
wa1 wbat Pa tol4 •e Juat •• pla1n •• he 
could. I •ar•, rou're 1ure rou•re rlgbt? 
Be aa1d, that'• Jult wbat the Prea1dent 
a ald. 

Be told •• that and Earlr waa pruent and 
cont1r.ed 1 t wor4 tor wr4. 

Ub.-huh. 

o. 1". 

fhank rou. 

14 
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CONFIDENTIAC 

FOR THE HONORABLE SECRETARY OF TREASURY 

FROM LONDON 

75 

WA .... .,.. •• c. 
K oiUIIf 1940 

NOW RELIABLY INFORIIEll THAT PREVIOUI REPORT C:ONCERNIIIIi IURII 

IN ERROR. 

BURN NOll IN WEST INDIES. 

TOR 2210 
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• 

(COlllliiii!W.) 

l'AIAl'KllAII 

A telecr- of .r.. 26, 19110; hoa \M AMrl- Co-.1 at 

Sal&OJI r.-la .UatuUallT ae foU.....1 

!be lorelp otftce baa Woru4 \be llrl\hh CoDal haeral 

\hat \he llriUah Oo>Ytl*'t-•\ .............. \he aalarlll of \he 

cfficiala of fpdooMu -' \he pZ"eMA\ natu of t!IM -. 

.A.ccordiq to \he llrlUah -*11oor1U .. , lllpU 1a a...Uq \o 

Kalphoq, :p•'hc \he url't'al of laa:pH\ora, - aa't'al weeel. 

A C"PT of a procl-*loa 'lllbloh 11 \o 'be lw-.4 ~ \he .,....ra1 
ln c~ of ell 7nDoh troop• ia 7naoh hdool!h• baa 'be• 

recw1'fl4 'b:r the OoYwraor of Coohin-Cblaa. !be proo~Uoa 

otaho \bat XwtMhty will 'be clet..,. u loac u po .. l'ble u« 

will ""'' 'be IIIZ'Z'IJIIlarM; U aalle 1lpOil \be :peaple \o ~>eft ooati­

cloDCo 1a \be1r lM«an aa4 a w:plri\ of uorlflcw aa4 cle\12'alMU• 

clurlq a e\raale, the f1D&l rawuU of vblob lw ao\ 1a doubt 

al\houcl> tbe nl'Qgle will 'be a laac ou. 

76 
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77 
TREASURY DEPARTMENT 

INnlt OI'PICII COMMUNICATION 

CONFIDENTIAL 
ll.r • Coob.raa 

.A. turtbn - la t• a\erU..C rate toolt plaoe \o41!r. .tot $be opeal.ac , U.. 
pouncl wu q110tecl at 3.'PJ. Anar nutaa\l.ac w1$bla a 1-oaa\ raace 4DI'I.ac $ba •nbc, 
1\ rou ohacl14' ill $be efh1'110oa, I'MOitl.ac a b.i«b of 3.?6 tut wfore $be o1oaa. 
Tho t1ae1 quoteHo11 wao 3.?4.-1/3. 

S~•• of apot awrl1QC 11r u.. au reporUac 1lellka ht~•4 l.aOII,OOO, tl'08 $be 

tolloel.ac aOIU"Oia: 

.,. ~rclel. coeceru ............•............................. ·" 81,00() 

., fore!.ga 1lellka ( 7ar Iaa \ aa4 -.....,.) ••.••••••••••••••••••••••• 
!ot.al.. • • • •. • 

_. ao .. rc1al coaa•n..· •••••...• • .••..••••.• • .• • ................ • 1.1.•1 ,000 
ltr foHlcD lllaAb: (ZU.ope &D4 l'aZ' :laat) .•... .••..... ..•. •.•..... 

!o\~ •••••.• 

!'1M f oUowl.ac I'IJIOI'\I.ac 1lellka oolcl co$$oa 'billa \oh11ac 16,000 to U.. lr1Uela 
Co11\ro1 Oil \he W.1o ot \b.e oft1c~ ra\1 of •• 03-l/3: 

" ·000 ....... -.....\7 !Nat c.,.. 
1,000 11r \b.l IaUoaal Cl\7 lui< 

1,000 ..... - -1'1 !Na\ c.,.. 
16,000 !o\al 

"'-re wore ao repona4 Jl'li'Ob.alaa of a \arll.ac fr• \b.e lr1Uob. COiltro1 a\ \b.e 
ott1o~ rata of •.03-1/3. 

De.-los-~>b 111 $be o\ bar Cllll"l'laclll were u followet 

'ftle !wioa traac t.pnwe4 ellc'l\4' aacl o1oea4 a\ .aaeo. 

"'- c-v••u 4oUar b.acl a M\\er \eM. 'ftle fUal Uac-t- ~. 
ae apiut 711\&Noir'a oleee at l6-3/ 4!f.. 

~ l1ra M4 "'"'-"' wre .,.a quW a\ eft__. rawa at .011011 
aacl .4000 reapeoUn4'. 

"'- o..-.. peao .... allo&\ •=e!tnp4 a\ 1~ 41ac .... t. 'ftle lte:dcaa paee 
.,.. allc'lt4' eaatar, 'blllll qu\14 a\ • 3020 'bl4, • 30Q offere4. 
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-·-
tMre "" .. ,e14 t..-tte. oo•owWt_., ... a.. lr • tetor. 

!lie r.Mral .. _ -...: of - Teltt n,.nH Uoat tale lull: ot a.....­
wo alll,_.h of celt lokJ.liiC tll,IO'P,OOO 1-. 0..... to tale :r.ten1 f• 

on aoooul, for Mlo to tiM U. I. MIIIIF Ofttee at ... ToR. 

78 

!bot ••••• ~·' , • .......,.. •• u • oalllo ota\lac t~~a• tiM fo1t..tac ceu 
ehtpoooh wu14 1oe .... troa lac1M4, all of wbtob ... for oa1o t o t1oo u.s. MIIIIF 

•'- Tor1<1 

85,000 oht:ppH 1v Joluoooa llat\llq, LoMoa, •• Uoo ~ llaUOMl ]loa);, -ToR. 
152,000 all1PJ114 l!r tiM lwloo ]loa); CorporaUoa, X....., •• Uo -Tort<.,..,... 

ohtppa4 l!r tiM Cllael kUaMl lloak, ~. • • Uo llooa4 ofttoa "' I• Tort<. 
total 

!bot .... p14 ,..,.. - ..Uftlnl , • .._.,, .. ~ ,.... ........... of 
~. 

llpo' other ta Joa1ll9 worb4 •• h tloo ..-1.-1 .. , of "·~• "'"""' 1/41 ~r 
lila Jue M prtoo. 

la Loa4oa, apot oU'far wu f1D4 at 21-1/44, 19 1/ N. !lie fo.,.... ...-.u ... 
21~3/184, 1ap 1/184. !lao u. 1 • ..U.-laah "" •·~ aa4 a. a.,. roopooUftJ,. 

~ u4 .......,,. •••U.noal prtoo for forotca aUftr wu • ohnp4 •' 14-1/41• 
froaouJ7'• parobuo prtoo for forotca aUftr wao aloo •ohaiiCI4 at Ill· 

Ia _. lhrea ,............ of oUftr \okllac laii,OOO -· -r Uoo IU..ar 
l'llr•chl ... Ao\. Of tlato _,, 110,000 -• roJrl-\14 a oa1o traa ~..,.. •• 
U::~:"!:i~ ?6,000 -• o-ta\14 of - pro4DoUoa t.... toretca •-tn..o, f• 
rc .. u .,..,.. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 

INTKR O.....CK COMMUNICATION 

Mr. Coohraa 

STRICTLY CONFIDENTIAL 
At a coDfereuco in UDder Secret&rJ Bell 1o otf1co \!Uo IIOOil U vao ac:ree4 

ohould telepboDo DT. SoM%7, U.. M oo ocoDOaht wbo h aoUDC a o 

79 

'tltOIUICilll COWIOOlor to tho llwloo Loption ill Waoh1DCtoD, ill ro&C'4 to U.. liPJ)lle&UCil 
tho t raoetor of 311,000 O"QJICU of &Old troa tho acccnmt of tho B&lllc of rronco 

to tho aoccnmt of U.. Swho •auoll&l Bani< v1 t.h tho J odoral :a. .. ,.. Bazll: at . .. York. 

At li130 \!Ua attorDOOil I ~ to roach Dr, Soary. I told h1a ot 
leab•l !J:rY •o. 3 ot .r .... o 17 froa Oarl.«Ul ot t.ho Bazll: ot rr- at Bet'Uax &114 ot 

dated .r,.,. 17 froa U.. llwtu lat1onal Bazll:, lla .. l, 111 ropr4 to t.h1a traa~ 
I a &Dd Dr. Soa&%7 1f lie IIMv ~ &boat \!U o 'blta!.M••· !lAo p~t~ 

that he ha4 rocoind llO i .llotractlono oa tile propoa1 Uoa, 'bl1t ,... .,_ that 
J:aUoll&l BaU ot M t oorlu4 ha4 for a loDC UM hold vtt.h tho BaU ot Jr&DCo 

coDddoroblo 8110Ullt of &Ol4. 'Iho Mao ha4 hoai toto4 to ro- thh 1:014 lost 
JroDCh iatorprot 1t ao laolt of coDfidonoo 111 Jruco. A f .. veelto &&Oo ~or, 

the ti .. the !letherlu4o wao iaTa4e4, U.. llwt .. 'laUollal BaU 4ooido4 U 
DO loJ>COr rialt leaTiJll thh &Ol4 vi th tho Bazll: of hallOO an4 ,..,. batrDOUoao 

1t to be oh1ppo4 to ...., Torlt. Dr, So&&rT ea14 that ho ooul4 DOt calculate 1a 
oucu , vi thout a poacH &ll4 pllpOr, lnlt bt told • without hoa1taUoa that tho 
UOUDt of col4 vhlch tho ll'aUoll&l Bazll: of M b orlao4 ha4 boo& boldiDC v1th tile 

of l"r&llCo v&o approrlaate~ 50,000,000 llwloo fraaoo. 'l'hlo corroopoD4a olo .. l :r 
tho zmabor Of .,.....,.o coToro4 b:r tile sppl1caU oa. '!ho Talao 1a dol.lan h 

IUO""" $11,000,000, 

Dr . Soaar:r san tho abon w o .... uoa vttbou t uq hooitaacT, &ll4 I aa co~ 
that lie ltDOvo tho facto. Ho haa :freq~Wnt~ ccaoulte4 • 1A roprd to tho 

llo<,at.lol> of M oo &Old aD4 poeoib1li u .. for ito truator to U.. 'Ua1te4 Stateo. 
that be Vl>ul4 heo1 tate ill prooeat cit'O'GIIataao .. to tolopboM t.ho llwtoo 

i~• ·•>oll&l. Bonlt ca oach a poi at ao UUo, which I tbo~ uDdorotood. 

I MDt1o•4 COD&Oq~Wilt~ to Dr. Soaar;r \bot I ha4 rocoat~ bo4 vor4 f roa 
f Etl~o4o that eo• &<>ld ha4 arr1To4 U..ro frca 8w1 taorlaDd. DT. SoM%7 tboJlcjlt 

be either IQpUaa f:Old, vhlch hao bon hold 1a llw1toorlu4 &ll4 -
roto.t'Do4 to IQpt, or llwlao &Old oa .....,_to to Pirooo, . ~. for ebipMat 

a Oroolt no .. l to t.ho '11111 to4 Stateo. 

.. 
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TREASURY DEPARTMENT 

IN'nR 0~ COMMUNICATION 

Seeret&I'J' llol'IG\ba 

llr. Ooollrc 

STRICTLY CONFIDENTIAl 

80 

I .,.., Ollt fl'OD ov brhn1• Caat rol Orooop a..tillc at 5:15 aa4 hlopllo-

ICJ' . LeJ"q-:BeaA11ft, Jtau.cial OowualaJ" fit the JretiAIIl •••Ill', 1a rop.M to tw J)J'o­

po oo4 tr&llofero fit JretiAIIl aooeto •teh vero "P tor coao14oraUoa, aa4 coaceraillc oao 

ot .etcb, ,...,17, a traaofor fit t2a,OOO, OOO t o tho Jraaeh •••q 1a :Buaoo .Ur oo, 

he bad 4.1oeo>ooo4 with ae tho proco41ac q,. L-7'""-'-11• ooal4 aot lin tho -

dotailo ot t ho later ti'Uioactioa , ....,, .....Uretoo4 t hat a part of the ~.000,000 _. 

to pq tho npoaooo ot Jreaoh 41pl-Uo coDnlar otticoro 1a ArcaUaa, aa4 that 

tho othor part vao h pq tor pvohaaoo tiL oaaao4 boot , etc. a. ~D aako4. that w 

ta.cllltate thio traaotor. a. aa14 that a haaoter ot at l aaot $5,000,000 ot t.llo 

t vaa'7 -·• l.aaoo41atel~ v.-t, it the eaUro _, ooal4- 'ba pa14 acreoo witlloe 

ololq. 

LVOT-:Bea••U• kuv aotiiUI fit tho ooato.plato4 tr ... for til a oenaia •oaat 

ot 1014 troa the accout of tho llaalr: fit Jraaco t o tile acco- fit tile htoo llaU.U 

B&llk vit.ll the 7o4oral :beiiJ'ft llaalr: at J:ev York. 

Lorcr-:BeaA11ft 'bro"GPt "P tile qv.eatioa tiL o,ppl1cat1ou p..U., oa llebalt of 

the lleDk ot Io4o-aliaa a4 vlo4 that - relief 'ba ctna. a. ataht tvt11er that 

tho Jraaeh Joo'baeu4or ha4 calle4 •• .Uaietaat lleoret&I'J' of State Berle reaterdq 

athraooa to 41oov..oa tho wllolo quatioa of Jraaeh hM.a. !'hia •..U.. I rocoiftol a 

Dote 4ato4 JWLo 25 troa tho Jrneh •••Ill' raa4.1&~: 
•.t.a Lorq--'-11• _.ato4, I au4 7111 horowitla a aoh that rq 

.&allaeaao!.OJ' 1a ololherlal to4q to tho State Dopartaoat Mil 1a ~ell are 

.-11111. tho 'ftl'iov.a roqueah u4o _, JriDcla 'ballko Ollh14o Jraaco tor 

obtaiaillc tho ll'buatioa of theoo blooll:o4 accOilDto ill .&aorlca. • 

!hero 1a attaclao4 a ti'UialaUoa of t ho eMloavo. 

After tolkiJIC vit.ll llr. Loror-B.ut1n, I taltlpboae4 llr. Linoq at tho Dlpal't­

aoat of State to aao ...,., hio opiaioa -e aa to tho \frauar7 J)J'Ocoo41AI with tho 

appl1caUoao for tho ti'Uiofor of $20,000 ,000 frea t ho _ _. of the lull: of Jraco 

to tho Jrach •'baaq 1a ,._e .Uroo, u4 for t.llo h .. aotor of 1114 trOD tho •rw.r!to4 

accoat fit tlao Baak ot Jraaco to tho •uoaal llaalr: of httsorlu4. I tolt Lhooq 

t hat I "0.114eretoo4 11r. Berlo ha4 booa 111Jroache4 b7 tho Jroacla .&a'baeaaolor ropterdar 

a!hraooa oa tho caora1 •'bJoot ot JrODob t"O.ll4o, L1nell' ~~~Jrooiato4 that a 

iaportaat quat1oa ot poUq -e J.nelftol ~do CC"IIlt oal7 be eettlo4 lv the h1..,_.. 

oft1c1ale of ov tvo 4ep.rtaoah, Dol aicbt oncohablT llaft to 10 to tM Pnol4oat . 

I "''" thio lato ... uoa to rq oolloapee 1a tho Oro\lp X.otl&~ . llr. hraatoia n).. 

oequ ootl7 rooo1n4 a oall 1v \alopboao frea Mr. Berlo. 
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llh :boell•""'. 
11r. OoiUll lllall, 
S .. retaq of State. 

e. flDaclal .A.*taol» ot Ule l'raoh •h•q 11M ..U Ule followlllc 

re~oh of the !reUar71 

1 ) \bat tboo J'e4naJ. leoel'ft ""block t2Q,::OO,OOO 111 tboo ltpeolal Aoo-t 

ot tho J8Dk of J'ruoe and paT thn lllto t)e ..,001111\ of tho lluoo J'raaoeo dol 

llo 4e la Plata at tboo J'reach Mer1CU> BukiiiC OorporaUoa for the aocowot of 

tho J'reDCh lab&oq at lllaMoo .Urn; 

2) that tboo :r..t.raJ. lleoel'ft ""block \boo dollar &eCO"QJlh of t)e ac-loo 

of Oh1Aa 1Jl \boo lleaqu 4e 1' Iado-Ohl..u 11114 ill tboo f"""'o a1>1uae 11ea1t. file 

UD.treoa111C of tboooe tlmdo 11 ...oaoaaq to .. .,.... th ..Ut-•1''- oorpo 

ot occupation 8ZI4 the twloUoD111C of tboo J'ra110h oc110eoolou 111 Ohlu. If 

thia ... .,.... 414 not occv ohortl7, tboo -•1•• of the two pr1no1paJ. J'reiiOh 

bADte 1ll Oh1Aa wotll4 f1Jl4 t~lwo a4er ollllpUOil to eupiiD4 tboolr por;r-

aen\a; 

3) that a opeolal liceJIH lie craz>h4 to tboo J'raDCh ""'"rica 'Bnk'ac 

OorporoUoD ot :lev York to peralt thlo fira to paT tboo OIIMe :laU~ lleak, 

tor the ecocnmt of Ule lleaqu 4e 11Iado-Ohl..u, a- of t750,000, .,. .. ,...., 

81 

to .. .,.... tboo twlot1oD111C of tboo •b&o•T 11114 tboo OOiletllaho of :rruoe 1Jl Oh1Aa; 

~) thot tboo J'ederaJ. looel'ft •tborl .. \boo truafer to \boo 11C'11107 of 

Sbnp! of \boo ,.,_ ot tbe dollar -h Ollbioh tbe ~ l'raMo-Oll1M1M 

of Pari• p01MOM8 at \boo Im~~e h'ut Oo.t 

5) that the :r..t.raJ. lleaal'ft •'Dlool< tba --h eo\llal.lT wUIIba14 1a the 

'O'Dlto4 ltateo '117 tba "Oro4U tr&Mo-portacal•'• 'IlioN oparatloaa are .... n.­

olu1wl7 011 tbe PortupeM ltalbt. tM ' CliMe :l&tloMlllealt" woul4 baw tiiDa 

&OM etap oa thla n)J•t with tboo fl'eUU7't 
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6) tbat U.. 011111'"11''• tNuaiH 4u lloleo , a oeJller Uatac eopl olkUoa 

vbooe oo-rolal ~lou are ..U nal'M.lwJ.T la lles:loo ..a tbe VaUe4 

Statoo, be .. tbarlse4 to 4lepoee of ta4a lllololl U 4epoolte4 wltb U.. ~ 

.laor1""" llaAidac CorporaUoa of lew York. 

tab tba ZWCOOO&rT otepo t o haft tbooe ropoto t boroaclll.T ota41e4. 

)(. 4o SalAt-~atla 1e pl-...4 to t U. t blo ooouloa t o ......, to tbe 

loaoral>le Cordell !IQU t he &ooarODCeo of blo blpot oo.Do14oratloD. 

!Uo ExcoU o11C7, 
'rhe RoDOrallle Cor4oll lli>ll, 

Socret&rT of State of U.. Ulllte4 S~oo, 
Vlt•h1ftC\OD, 

D. 0. 
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83 
TREASURY DEPARTMENT 

I~R OI'?ICE COMI4UNICAT10N 

TO SeorotaJ7 Mor&"~nthau 

Kr. Cocluu 

STRICTLy CONFIDENTIAL 
At 11 o' clock tbio morninc tbe Secr eta ry reoeiTod tb.o Ambaot&dor ot Argont1Da. 

Y.ouro. Boll. Vbitl and CooU.... vero pr .. ent, and Kr. Duc&*a of tba Deparhut of 

Stato arriTod Juot atter the conTiro&t ione bea-n. 

!he Secretary propoeod t o t he .&.abaet&dor ot Arcentl.B& that he obta 1D Wor­

at1on froa hh Oon.,._,.t ae t o metb.or a contell}>latod tr&Dofer of $20,000,000 

b7 tba Bank of l'ranco froa Ho account vith the 7od.eral a.une ~ of !lev York 

to the credit of the French Ambaot&dor 1D .l.r&"~ntl.B& ropr11ent1d a co-rcial traAo­

oot1on, and whether the Arpnt1Do 0on1'1l.111el1t mi&bt prefer that tbh aaount be trane­

!orred to an account of the Central ~ of Arpntl.B& . '1'111 SocrotaJ7 axplained 

that boo •• IDldouo that Arpnt l.B& bo paid tor 1DJ1 oaloo to 7ranco , but re-.rad 

tt.at tbio •• a rather larp ...., to bo tranaterrod 1n prount ci~ll. 

!be Allbaooador ....., into -.:r rooa and telopboud Buonoe .t.iroe . Be tallotd with 

• Prebhch, the General Mano«or of tl:.e Central Bank of Arpntina. !rile !mbaet&dor 

otMod that it VIII the undarotandinc here thet tbo !undo in quoetion would bo 

utili•ed for p171Dc oxpenooo of 7ronch diplomatic 111d conoullr e otabliohmlnte 1n 

Arcontl.B&, aDd aloo for purcbaeoo of -t and other foodotutfl. Be 1nquirod of 

Kr. Prophch and wo 1nfontld that there wore lolportut contract. for 1\lCh food­

otuffo and thio could be loolotd upon aa a non:al tranoacUon. Bo conf1J'111d tb.o 

• ...,. po1Dt to .. vb.on I aloo apoa with Kr. Probiach, whoa I haft II:Do• for IIToral 

TO&ro . l(r, Pro\hoh told t ho Ambaot&dor ADd JITIIlf that tha fUDdo would bo 

carofull,- loolced attar 1n Arpnt1Da, a1noo a cont rol of 7renoh aoooto which hae 

bten WonD&l tho paot fov do y o will beco,.. official todq, In an over to tho 

l.:obaoaador1 o 1nquir,-, Prebhch otated that it would bo bio preference that tb.o 

'lmdo ohould ho bald vith the Control llank of Arpnti.DA, if tranaforrod to tb.ot 
count..,.. 

Vb1le ve vero on tba tolaphona, t he Ambaet&dor bro\J&ht up anotb.or tr&Doaction 

vbich hAd COlle to bio attention. That 1o , the 1notruct1on froa tb.o lletbarllllde 

llAnk to l!ev York (I .,. not eure ~etbar tba 1netruction wo to tho Fodarol &.llrTI 

3ank or the GuaraAt7 Truot) to pay $200,000 to tba Central Banlt of Arc.ntina. 

An application for tbio tranoaction hao been a round for oOIM t itM. Prebioob 

• •overed the .&abaoaador that tbh wo an ont irolT no.-1 traJlo&Ction, of vb.lcb boo 

... awre, and aolcod that 11e ~nt ho facilitated. 

I reported tb.o a bon i ntonation to Kuen, :Boll and llornoto1n at about l2tal 

noon, after telMiinotin& the conToro&tion with Argentina. 1 po1Dted out to Kr. 

that w vould bo bettor protected by haY1Dc tba tranofer -.de oil'lpl7 1Dto tb.o 
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!N..,II J.Mrioaa Je•lr1ac CozporaU.oa 1a •• tol'lt \liM to..,._, ot \llo Ceatral 
11&111< ot A.rpaU». llaolll a pl"Ooe4ure wl&l4 llo 1a - ord.taoo wUil tho nqMn hoa 
r..ror-,..allo,., ao nporlo4 1a 'liT -I'M4lla 4a\o4 l1lM Zll. 1\ ,.. aloo toaa4 
that tbo tor'Ml appl1oaUoa urloaco4 hl:lll a ti'NioaoUoa. .&thr a OODftraaUoa 
beh,.oa w .. oro . Jell, Jeruhla 11114 Coollraa with lle11ro . lllolot &A4 Lo,... u wa 
.,ree4 t bat tho l 1oouo a!IG1ll4 bo ,....,e4 1a aooord.taoo w1tll tho appl1oaUoa, 

1Up1lli.U.ac t hat tho t1la4a allo1ll4 bo l.t.bolo4 ao "headl'. 

1 

Regraded Unclassified



TREAS URY DEPARTMENT 

INTER OI'I'IC IE COMMU NICATION 

llr. Coo bran STRICTlY CONFIDENTIAL 
At noon tod&7 llr. Bell told • tbat thAI Secreta.,- deo1re4 tbat I pbou t u 

! ei.C.u l'!ltbeooT and eon,..:r the Moaap tbat tbol Secreta.,. •• n't'Oid.q t u 

c•••rol lieonoo in f &Yor ot tho lllat 1olllll 1!aDk of lle}&iua .... ~. tl>o lie }&ian Oonrn­

::.ont. 

I sot in t ouch at 12115 v1th Baron de Gruben of tlw llelc1aa JlobenT and 

read to b1JI tu reYOCatlon of Gou,.l Lieenoe f7 which t l>o Secreta.,. ha4 o~. 

but v1th >dl1oh w dul.red to f..U1ar1oe the COAoul before 1t •• act'll&ll.T 

houad. !!'ho Baron de Gruben aoad 1t I could hll h1m the raaoono for tho 

TroaaurT' o aotion. I explained tbat w were lacld.q 1Afor~~&t1on a o to tu 

vhoroabouto froa daT to 4aT of tho llelclu Go,..I'IIIIIJlt and of tlw oft1cero of 

tho llat1oul 1!aDk of llelclaa who are autbor1&14 to •1cl>• I pointed out that 

t ho liatloa&l 1!aDk of llel c1ua off1cere l>o4 been nportod in t ho proxiaitT ot tho 

'la.nlc of 7rence off1e11lo, but that d1t!ieult:r •• bel.Ac axper1uco4. b;r tho 

federal l!eoorn 1!aDk of lew York 1A lwarl.Ac froa tho off1cero of tl>o two beAka . 

J'urtbermore , 1t ha4 n centl:r bee OM necuaaey to cancel tl>o olcl>inc autborU :r 

of throe 1!aDk of J'rance off1c1ala, dneo tlw latter ha4 fallu into Ge..a 

bando. Ve t boucltt, tlwrefore , tbat tu reTooat1on of the pnoral lieenoe •• 

to tho 1cton ot of tho llalc1aao thlaoel'o .. , ao w ll aa t o tho beAita 111'001-ood 

in th1o count.,-, 

In an ower to tho !&ron' a in qui f)" ao to wether tho beolo raaoon for our 

action •• to pre,..nt tlw p&:r1n& out of fundo under dllrooo , I coof1rMd tlwt 

thh ha4 belli t ho beo1o f or our whole frtlll.Ac pol1e;r, and that tu pnoent 

atop •• tabn to.-rd tbat oDII.. · 

Ine1deDtall.T, the lelc1aa C011oul told • tbat one direo\or of tlw kUo'll&l 

l!eAk of Belc1ua 1o at preoent ill London. lie hao power to oar.,- out operat1o111 

to eo11oorn tho reoouroeo of the beAk, but canAOt drew on i h acoo=t. !hl.o 

Officer 11 llr, l!eud&"-"'1, who 11 the lorticl> JxcMnp *-cer Of t!w blul):, in 

which eepaoU:r I - m o• bb f or ,.,..ral ;rean. 
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TREASURY DEPARTMENT 

STRICTLY CONFIDENTIAL 
Mr. Xnoli:o h1~e4 ao at tbroe o' o1ook thio ldhnooa to tiM llttoot \bat 

tho :r0Uoul. Baok ot IoolaJI4 4eo1re4 t o ohip lh col4, o•o tsoo,ooo won!~, to :rw 
York , uA to opoa oa earaarii:M aoco ... t 'vlU. tu J'e4orel. Jlltoro puHlJic tllh pro­
poolUoA to hio Urootoro ,....,..,..,, ~ 4oolre4 aa •t-rloal a out-at aa 
poaol'blo froa tho Dopo.rtaoat ld Stah aa to motllor Ice1Am4 lo r ... phe4 'IIPT tllo 

Olo.lto4 Sl a\oo ao a o<n"Vale& nato. 

I lwft truoaltto4 to ICr. l'aoko a oow of tho 1ottor troa tho Soornaq of 

Stoll to tho Soorotaq of !r•RI7• 4ate4 .lrprll 15, 1~. &lob oonro thio polat 
oloorl7, aa 1114loato4 ~ tho aitaoho4 corroopoa4aco • 
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hl-.l ••• .. ... - .. --. 
JJUwtr ...... . .............. 

Mt rrac.. "• .. ••• ...._ ....... 
Ia ...... IIQI .. I ....... ..... 

,_ ... -- ... ......... • .... ... • .. u .. .. ............ -·'*- .............. . _ ..... , .......... -............. -
_.u ''· ,,.., .............. - ..... . . .., ...... ,_., 

........... -.... •· 

'lelt a 
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OO J'T ---- .tprU 15, lgllo 

ropl7 ufw h 

IC1 4MI' Mr. s.cr.~....,. 

Ill'. TUbJelav !!lor, i ho lo.U.Uc \'nll.o ~o.toMr 1a •• Tan CU7, 
llao hloplloaed ~Ilia Dopatao•i that 'Malr:a 1a •• Ton, 1MI. U1ac illa l'edor-el 
a.o..-.a !ult, he'" 1ahrpreie4 ~bo l'rao14•t1 o a..-u .... o..te of .tprU 10, 
19lo aa4 tho recuJ,ailoao hned tiler-or r~ •o.._taa aa4 llu1& 
credlh 1a tbo 'O'Ilited Sta~ .. •• «PP171ac aho to loolaa4 aa4 to Iwa41o 
tJUb,l ooh. 

88 

Ia tho 'Oiew of ~~ ])opartoo•t of state Icolaa4 h a oonroip ad lad .. 
p adoat li.P•· n. liiiC of Ical&A4 h aloo tho liiiC tit ])-':, &&4 liJ tho 
tor .. of t ho Act of tlloloa betw• ])~ aa4 Ioalaa4 tbo llu1oll l'orol.ca Office 
aa4 lh roprea•tau ..... allroeA C&l'l'7 oa tho fcr•l.p rolaUou of Iealaa4 , .....,. 
era, bownr, 4eiana1aal. liJ ibo Ieal&A4lc Oon..,. .. , lholf . Jl&Mrlt aa4 I e ... 
1&114 are, bowenr, iw aeparah pol1Ueal oauu.. . .AotliiC lledar ~~ a11Uiorl\7 
of a pro'Oi.toa of tho Icolatllc CoaaUnUoa tll.o Ieol•Ue Parl~t Ilea wUII.la 
tho put fw dqo paoaed a n aolaU• otatiq that olaco ill.o lillc of Ieolu4 lo 
aot aow 1a a p oa1Uoa ic C&1'J'7 nt lah CcuUtaUoaal 4aUu wt~ rotpoot io 
Icolaa4, tho Icolaadlo Oo .... .._ .. , ll.ao ....... for tho Uao \oiiiC tho IUI'oloo 
of tho IIOJ&l preropU....,o 8114 tho aa~ll'l control of Icol&lldlc fcrolp rolailoao. 

Ia Tlw of tho forocola,; li wo1>14 not "''J'IW that I colaad falll wiWa tbo 
4of1a1UoA of ~h• ~ ... 1D~• 1a SacUOOl 11 of iho a'bo...,aoaUcu4 lllioolaUft 
Or4er. 

Slaoe ~ IcolaUc !HI.o o-to.tcur ll.ao ve-t ...t of Ioalaa41o ao... .... 
aut flledo - oa 4-olt 1a •• Tort<, U wo..U bo '9]11'oclate4 lf "''J'''eprlato 
acUoa CO'Gl4 be hit• to roloaoa ~ho f-• 1a q,..ouoa ao oooa u pooal\lo, 

81acwal7 J O'Ill'l , 

( Scf..) OOIIIDLL llllLL 

1 
• 
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89 
TREASURY DEPARTMENT 

Ill' . OMIIra STRICTLY CONFIDENTIAL 
.U 211!5 7onertq .tt--a ftN-l'H.U•t jl).a ltlw1 .t tlaa IM..-.1 IMa N 

JaU: at 1w Tod: taltpW'It • tllat Ill', .., 11~, a .,..sal wit• • tlaa lw 
Tort DaU.7 ,..,. , W Jut talbl with Ill', ...,_. .t tU ...... Jaak, aal. 11M let 
111.11 taaw that lao 11M witt• a lltft7' la NIU'4 h \laa UTlftl la l'w T•k ea aa 
.&aorl oaa onlo• .r •t1190,ooo,ooo• .r p:U *!a 11M liMa tnallflll'l'ot to tloe tl'ld•• 
la au-oo- tNa lr-* ,...... ftooalo . !lw 7--.1 ntuot to P " .., ur._ 
Uoa, natlac \Mt naUoUoo oa pU onlftlo _, ci.,. - ~ liF \Joe ~ 
of c- ••· 11oltarU -aMi .....- tU ._..u .. tW u tal.,..._ .u ~ 
aa \ of C..ree for Uf.._.lea ..,UC tMt laa 11M a •-.• '*1tll ..U M l"'dM& 
11 Oo•or••t off1o1oh .._.. loonM \Mt u IIMw u.o laalu 1\oeF 11M U.Uot to 
cln .U a,_.,. ral-. 

auo I - tal.lclac ea u.o ..,_ wlU. • · lpi'Rl , •. lull -.no - to 
07 ottl oo aa1. 1'40rtlt \Mt o.u..ter '-7 llooralaciiM Jw.n hl.,.•d lola tna Jw 
Tort la ropN to \lao a'Mft lltft7, 1 ...,. tlalo ur-uoa to loerftu7 .... ,_~ 
at 2150 p .a. 

.. 
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1!9(! MILLICII II' J'IIICI! GOLD Olf liSe WAll ftSSIL 

h!IJ.IIIl a rov.Uae -•• troa ~ fnuv7 all4 

Jla"7 DepartMah ,.,._ro~q 1.q tile oto'7 of oae of U.. ob'aapn 

....,., 
1M e\a-at, 1111U4 1a 'full1ac'oa, oa14 oal.TI 

'So• ,,__ IIC'I tlla VII!W. Stawo pvallaae4 a - of 

soU fro• ~ l'reliCh o.rr.,._ .. ,, U wu traallp0%'Ml io tu VII! M4 

Sta\eo aboard tlla U, S, S. Ti--1, Wldoh wao .. -DC 11oM 

s.u ..... of tile _, ....... 111p .. $1190,000,000 -

lf oorrect, tho larceot soU hoer4 net' io ,. all1ppe4 oa a e1acle 

..... 1. 

bo4 .............u4 tile whole Miiar •• .Utllo1IP tile T~o, a hl&"7 

ol"doer, hl4 4ooka4 at tlla ... Tori<....,. Tarl, :a~. oa oe..r.. 

dq, u.. ....,. illoiaMI ohl vu •ouU la PortqaJ..• 'fUll Wo 

l11tro,.ro, tlla 'fraxtoa all4 U.. lll111P10a, ohl ba4 'bMa ent io 

llvopaaa waia,.. o• JCq 211 • 

.Ul 4q Mollll.q a etaaq ,,_ of '""'*- traact......_ 

3,500 _. - llep, -'> oo•••••• 1~ ~ of pll., tree 

u.....,. TaN .. u.. VII! .... sw ... ~ Cltfl• ., 01& llip .. 

SJ 
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-·- ~ 
........... Oftt-...&-fllltMft ... ..u. ... 

et.utaa tn* a.s-. W '-a - te d 1 I e 

.. ,.,.n ll·•, U- 1 aM I tll&t ._ ~- ._. 

,.,.. GuM~. ~ t ·-· "' ...... -..u,. .....n...& 
tnl&IIWN tea_, il .. hi-, .._. lt .. u..tft1'81 te 

\M "'-·· 
In aeeta .,...t.W ... \lie ,.,_..,T ftl-.Ata eup 

..,. ta \M ..alb fill \lie .a.eq Oftt•, tM onl- .UW t.r 

• Tarsi ... u.ts.a a\ ltil5 P ... P•ted&T• 

• 
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.......... 
....... ·~Ml ........ 

STRICTLY CONFIDENTIAL 
.... -''llbe ,_ ... 'fat 1 t f/1 ........ ~I II .. att , 5 

t~~lN ,.._ ..... 1 .. , on a •· ..... ft-., • a n.. ..... , •• 11111ro 
.. eef!IS,... •• • eaw f!l .. ,..._ f!l ,_ ., ,_ w a • •• ._ 
..,..... _, ........... a • .,._ .. .,.. .. ._,...._..._f/1• 
••~'••w ..,.,__ ..... IH ;' a-.-... ............ ,.., 
~·rl"'••••· .._ ... ,,_. ...... ,.....~ ...... ,.... an •• 
.. .. ,.... ... A • 19...,. .. _, "*flle'IPII: • .. -...· u a 
8ei7eJ'O ....... .... 
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fte s..,,.~ ot State pN-h hlo oo.plS..h 

to tloo lloM..Ula t1oo Seoro\&1'7 ot t1oo ~ ..ol 

-loooo • ~7 ot • 110to ot Jao 2), 191to troa Jlr, 

Oeorpo fllnalo, .&Uu...SOr ot lolcl- oa opeolal llio-

b7 the Joaqu llatloulo 4o :lolclqu to \be r.deral 

looorn laak 111 llow Tol'k Olt7. 

hoe ICJ'. Ooorpo fbnalo , 
J=o 2J, 1~ 
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Slr, 

I ha•e tha honor to 1~ora Tour hcellu.47 tbat 
I have recentl.T recebecl. two e>abl .. : ou troa tha Belciu 
MWthr of J'111U0e, the eeC>C>II4 fr>oa the ~ llaUOII&le 
de Be)41qu.e. !hue e>&bln reprnent a co~lnoaUon of 
certain order• cab1ecl. 1>7 tba llallqu llaUoaale 4e lle).clqu.e 
t o the hderal luern llaDlt 1ll llew Ton Olt7. !bot 
latter bat rece1Yecl. noUflcaUoll troa the :Baaqu.e htloaale 
de Belciq'CI8 that ooath .. aUOA of tbaM lllttl"QoOUou VOG14 
be ""' to thea tbr<nap otf1c1al cbamlele. !be Jecl.eral 
Bnene :BeJik of llev Tor<: hat therefore recpettecl. M to 
tell4 tha text of the teller-• to the llepart••t of 
State, 111 order that q letter U>7 be authant1e>&to4. 

!be tollowlac are the hxta of tha telocr..., .. abon 
llllllt10IIe4: 

1'ha tlra t ••oace w.a ,.,.t 1>7 Mr. CIC'r'l, Jelc1AD 
M11l1ahr of JillaiiCe, froa Po1Uen, l'raiiCe, Oil .J.....,. 16th 
191!0, all4 na4t aa tollon: 

OPJliiii OOliJIIIIID J'SIIIIW. DSI!I'fS DV YOU ~ 
:BU~ JW'ICIIAL1: liiLOI~ J'l:u n:RSD CDZ 
SYI SS liAIX OOlll'<ll!UIOif IIIV YOU 15 U.Ss.t.IJ 
S'liln'1' SOI.Q:J D1 DOLLAliS t'IIOIS MILLIOIIS !IIOIS 
Clll'! ~'1!111 Vlll01' !IIOIS MII.LI CJI'l ~ 
SOIJWIU lllJIT .Ill VIII ltDIBcmDIIII! ORIDIT 
CO!tSiftl PAR SVISS liAIX'. 

The a~e>oll4 telecr- .,.. llllt to • 1>7 the :Baaqu.e 
IaUOAale de Jelciqu.e troa Moat de liar-. whlch w.a t ha 
a44reaa of the Baaq,u llat10Aale de llelciqu.e 1ll the office 

The llaaorable 
The Secretarr of State 

Depart-t of State 
Yublq\011 

ot 
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of tbe :a.aq. 4e haoe, -. w.a 4eh4 .r- 20\b, 19llo. 
h r .. 4• u follona 

"J''.lDD OOIJI- 4 J'IDW. IISDfi 101 a.t.ILI8 
OI...APIIIII JO, 209 IIALIWIC. 01 OQIOUllDiaJ 
5().000 llOLL.UIB U:UIDO DIU DIIPOS1f1C. 
T.&» Dll snt.Dil POI!R)Z 50. 000 DOLT.A.III fDfiO 
JO. 2U lWL1SA!IQI Oil 001~ 3·550.000 
DClLLAliS ~ 110. 2121 T!I8JNI!Pf OIUllll flii80II. 
DLCII J.JSJ.llio OO!'J,4PS 6s A MSS lWII: 
OOJIPO!U!10l! 11ft TOllll: .ADZIOT 15 JI.US.&I1 ftUI! 
Palll RJMIIOORDKI'f OIID1! IU'ISU", 

IIIIF 1 haft....,.,..,.. .. to TO'IU' lblloell-'• oov\eq 
111 or4er to han - off1olal ool1fl._Uo11 of tbo preant 
lethr Mnt to tbo 7o4eral lleoene llellll: of lev Tom. 

111 tb•Hac To'IIZ' J:xcell01007 f or ..tl&t Be w111 b e ldD4 
enouch to 4o l n tbo •Ue:r, I anil 1170elr of t bJ.o oocaelon 
t o ronov tbe a oOUJ'8DOao of oq hlcbett ooulde:raUoa. 

1 bera'IQ' oe:rtl1)' that tbe 
tlpatura atflu4 MOft !.a 
tbe tlpat ve of 
ICr. Oeorc.. fhnAi• 

CIIOIIQIS fi!J:UIIIS 
.Aabaaaadw.r Jxt:rao:rd1DOlra 
Aabuaade 4e llelclq'llot 

ll•lcian AakaH4o:r J::d:r.or41Aar7 
( I Jl 4 L ) 

Coaat """ ur ltraha Poatboa 
llelclu MbuH4o:r 
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STRICTLY CONFI DE NTIAL 
" • · l o\""'ollt, r t.....nal e-tn et - Poll• r..o.,, w\epllead • tllh 

.~~. • ....,.... h '"'"" ,..,., ~h .,,._ Ia ., . .. ,....,. W -- ...... , wl..,...la 
• ..,.,,. t re• u.. &hh r..,.ou .. a\ ••llh-1 - •.- t!lo Peu• ~- Ia ra~~pe. 
H .,,.art t luo t !Itt t.oc-U• a\ Pr ... , .. , a bllu _, wUio - ........ et -
...- ot r...._ru .. l• ,..,., •ur. r.- *• t1111 -·• 1 - "''" ''''-"• .,,_ 
.r •u• are ~~t~« • Aa ..,.,_ .. , - .._ _.. ..- , .. P'oll• r..eou .. ' ' ... ..,, 
"'vt \Wrow l tr ,ooo. file hi* of h'r ClllM ... ,.,.. ... W- ,_._ -"'"• 
,,., all of 1\o .. u.,., .,. • ..,. .. , "''*' -.,..... -- I ..US.. Coo,...., ... 
to .., Toft aat U..\ \lola _, h \1....,.., c...._.u7, \lot Pall,.. ...,..., aoh 

O'lr u ototu•• ltl-ald. o\a- -• • aa\l- .. - .,..,_. W at• .._ 
.... t.-.4 \7 \1\o ,.,.,.\ AMrl- J..UU, C.~u .. trea t1ot , ... ot .... 1111• at 
' JI<o"CCI&Io .... , \!"'\ Wo .... ltH tato ... Un , ... U. •\1..,._ t ... \lot • .... 

IA100 neo. Mt>, 1<1\-Pi • ...,. \M\ taah M\\tr \t ~r~- tM oerlloo\ oood\1o 
•U•nll• • • I ll Ml..,.._.- h -WP P..O,.P, 1 .. ToJ'It, I- \ohploo-­
,...,~ lftforsatloa to liP, 1'818, 

...... 

I 
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COPY OF INCOMING CABLEGRAM 

Amsterdam, June 26, 1940 

Feder al Reserve Benk of New York 

New York 

No . 172 

Please cable whether you have received 

for the credit or our account with you on Kay 13 

or later $400,000from Banque de Paris et des Pays 

Bes Par is for account of their office in Amsterdam . 

De Nederlandsche Bank 

,.. .... 
-cS: 

,. 
»~w "' > N'X 
LjN- § 
"'"'-" o,..o 
~~~ !!! 
~<.>- ~ -~ .... ~~ 
oo i ....... .... 

-

.... 
~ 
!1 
~~ 
~~. 
,.o .... . ,., 
> 
~ .... 
::0 ..... 
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COPY OF INCOMING CABLEGRAM 

ACIOIOWLEDCE OF CABLEGIWI 

1
1
e received a cablegram form you on .Tuly 2 . 1940 which decoded reads as 

follows : 

Amsterdam, July 2, 1940. 

tederal Reserve Bank of llew York 

New York 

tlo . 173 

Selected items from our statement or last 

Wonday 1n millions or florins are as follows 

Home bill s 73 

Loans in current account 234 

Advance to Government 15 

Gold Reserves lll6 

Notes 1n circula tion 1249 

Balance of Government nil 

Balances of Others 216 

De Neder landsche Ba~ .... ,..~ 
> -<LU 

""'"'"' W(\i-1 

"'"'"" ~>o 
C\IL. U! 

!tl;2 _.., 
.... s .... 
on° ....... .... 

"' "' 
"' 5 
~ 

i= 
I 

.... 
"' 
~ 
~Q 
.DLII 

~~ 
-(U :p LU 
-"' " .. 
~ 

Regraded Unclassified
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l!ICOKINO CABL!ORAll-SERIAL NO . 4445 

Rec 1d on Jul7 s, 1940 

93 

Amsterd8JII, July 4, 1940 

Federal Reaerye Bank of New Xork 

New York 

No. 174 FOR KlfO!lB 

Fr om incomplete reports from United States we gather 

that on Kay 10 United States President issued a decree with 

regard t o transactions 1n your country 1n which pr operty of 

the Netherlands 1s involnd. We should be nry gr ateful i f 

you would kindly furnish us with some information as regards 

the following points 

ONE Are transfers from one Nether lands dollar account 

t o another allowed under said decree 

TIO Are transfers from a Netberla.nds account t o a United 

THREE 

States account permitted 

Are United States Banks henceforth ~owed~ 
,~ 

Nether lands account with amounts riclei !ed '" f~om acc~unta 
:D "\U.. 

other than Netherlands accounts and H '< so are th .. ~ 
c ~. u.,. -

uount s thus credited t o Netherlan~~~co~ a t ttie 

tree disposal of the holders ~~ ~ 

Thanks All well here. 

De Jonc 
De llederlandsche Bank 

Regraded Unclassified
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DCOIIIBO C&BLIOIWI 

Auterdaa, July 10, 1940. 

Federal ReserYe Bank ot •ew York 

... York 

.o. 175 

Selected iteaa tro• our state•nt ot last 

Monday in a11lions ot florins are as follows 

HoM bills 76 

Loans in current aoco\Dlt 223 

Advance to Ooven~a&nt 10 

Gold reaerns lll6 

•otes in circnlation 1246 

Balance ot Oovel"'IMMlt nil 

BeJa11ces ot Others 204 

,.. , 
"" 
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IICOIIDG CABLBOJWI 

Ams terdam, July 11, 1940. 

Federal Reserve Bank ot Bew York 

!lew York 

llo. 176 

Did you receive our cables 172 to 174 

inclusive Please wire. 

Neder1andsche Bank. 

-< -<"' ::o> 
;:..--1~ 

- t'\>::-

-~-
~--

'->C 
co..:--
w~!::! :::: - -..., ,.,_ 
o :ro 

--~ .... 

,.., 
"' ,.., 
:a 
~ 

~ 
~ 

::! 
~ ... 

/ 
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·o .... o 
dl~ 
~<:; 

<'-' 
-""' -"' " ~ 

w 
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H.II.Jr: 

Leon 
Hendereon: 

H,N.Jr: 

a: 

H.M.Jr: 

8: 

H.M. Jr: 

H: 

H.M.Jr: 

8: 

R.M.Jr: 

H: 

• 

Bello. 

!hie 1• Leon. 

J1111e 26, 19110 
8 :50 a ••• 

What the hell t1H do JOU tb1Dit I so to 
work? 

I don't know, but do JOU know wbat t1ae I 
wae at work th1e aom1nst 

lo. Vbat t1aet 

Qual'Ur ot 11x. 

Vbat were JOU do1nst Boe1ng JOur gardent 

lo, I wae bere. I wae up at •••••• 

Well, I'• flad to know beoauee I etart at 
5:)0 and I •• sot nobo4J to talk to at tbat 
bour, eo troa now on I'll oall JOU. 

Well, JOU oan oall .. btre at alaoet ADJ 
t1ae troa 6: )0 on. 

I eee, all r1pt. (Lal&lh•) What' e on Jour 
a~nd, Leont 

Wb7, 1t • • -- I a eked noJd Odlua 
to oo.e 1n and s1•• •• eoat btlp along 
tb1e ~~. We'n sot a nwaber ot propo­
e1t1one 1n wb1ob eoon~•t• and laWJere 
oan' t s1Ye •• wbat I oall the bue1n .. e teel 
ot th1nge, and I sot Abel eon, Who h troa -­
wae tbe Coaaeroe repr .. en\at1•• on tbe !WEC, 
a 'fer, able tallow. I'• atter Wb1taore 
Bo4J .. , I 1.,. sot D1olt Landebul'&b baolt an4 I 
aelte4 no7d to -• 1n on eoae tb1ns• and 
attar I'd aeked b1a I touad out -- I Juet sot 
a neeuns sl1apee ot eoHth1111 tbet 7ou .., 
ba'fe bad eoae obJeot1on to b1a. It JOu'•• 
cot aD7 obJeotlon to b1a I don't want to 
uee b1a on &IIJWDS that a1pt ann touob 
tbe !reani'J. 
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R.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M,Jr: 

R: 

H.M.Jr: ' 

H: 

H.M.Jr: 

8: 

H.M.Jr: 

H: 

R.M.Jr: 

H: 

103 

- 2-

Well, I'll aaJ tble auob tor Lauob Currie, 
be'• a peraietent de•il. · 

Well, now Lauob bad notblnc to do witb tbie. 

Aw, go on. 

No, be didn't. No, be didn't . No, I 
talked witb Jeroae about aen that I waa 
the kind or aen that I wae trJing to get, 
and we talked about -- we'd Juet bad a 
dinner tor Pike at vblob George Howard troa 
United Corp. wee preeent a nd I li.ke hia ••rJ 
well and I like PloJdl and I eaid, thaJ're 
the kind ot tellowe I d like to baYe. And 
Jeroae eald, well , JOU aigbt get PloJd on 
a part-tiae baeie. Now it waen't Lauob at 
all. 

Well, I tell JOU ••• •• • 

It IUJ' ban oo11e tbrou.gb -- (laugbe) Lauoh 
and Jero11e a&J baYe worked it. 

(Laugbe). 
'be that ae 
ot uet 

Sure 1t h. 

Ob, eure, eure. Well, &nJW&J, 
it a&J -- tble 1a 'between tbe two 

Well, wbat Lauob wae trJinc, atter all, wbat 
be ' e trJing to get the Praeident aaka •• do 
wae to take PloJd on ae _, ad•ieor on a•iatlon 
englnee, and eo tortb. Seat 

Yeah. 

Well, be'• ba&YilJ inYeetad in Ourtiee-Wrigbt 
and I didn't want anJbodJ adYiaing ae that 
had aDJ etook intereete in aftJ a•iation 
ooapan7 ••••• • 

•••••• and on that ground, I turned hill down. 

Well, JOu b&Yen't got aDJ •••••• 
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R.M.Jr: 

H: 

R.M.Jr: 

R: 

H.M.Jr: 

B: 

H.M.Jr: 

H: 

H.M.Jr: 

R: 

B.lt.Jr: 

H: 

B.lt.Jr: 

B: 

H.M.Jr: 

R: 

- '-
ftlac •• all. I Jan 414D1 C anc a117~ 
01011 Co •• wbo ... baaYJ lD aYlaClOD 
.. ourlu ... 

Yeab: 

OuUi4e ot cue I don't lulow Cbe .an, I 
told Cbe Preeident I'd be clad to take bia 
wite •• an expert. 

( Laqbe) 

!be Pr .. ident tboupC CbaC • ••• ••• 

ftlaC ' a e..rc. 

WbaU 

!bat'• e..rt. 

Ja04uelin Cbe7 tell •• knowe a lot. 

Yeab. 

n1ee bip, bat ..:/ obJeoUOD •e pul'll7 
OD tbe ,round CUt be -· beaY117 lnn.Ced 
ln Curtiee-Wrlebt and I 414D 1C Chink a 
tellow like Chat mould be eUUq in 
adYiaiq ... 

Well, be oan adYlee •• oa Chi• wbole queatlon 
ot plaae espaaeloD or be .tctac a4Y1 .. •e oa 
tbie 41ttlolll c nbJeoc ot priori Uea. 

Well, Chat'• , to 7011, bat Chat •• .:~ eole 
obJeoUon and think i c •• a poet oae. 

It waa aad I woal4D 1t, aa I 117, I woal4D 1 C 
ant ~ 1t JOU bid •., •• • 

lo, cut'• all. Be'• obalrun ot the board, 
I think, ot OurUee-Wriebt or •••thlDC llke 
~~ JOU Ill' 

Well, I'• plJII CO Ull ~ -1D17 CO seC 
Cbe baaJ.DIII teal Of CblJIIe OD a•e Of theae 
propod uaaa 'lllaa•e• •• fOil '" lt I llbovl.4 
ecaa4 lD elM WQ aa4 111114 liP aae of Clleaa 
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H: 

H.K.Jr: 

H: 

H.M.Jr: 

H: 

H. l' .Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

- ~ -

things and it turn out that I had trusted 
some wet-behind-the-earl mathematical 
economist , they would get the olO beheading 
block. t or me. 

Let me ask you thia, Juat ae a matter ot 
curiosity. You tellowa over there -- all 
ot these people they're bringing down - -
do any ot them-- Oo they clear at all with 
the White House, or do they Just bring down 
anyboey. 

They Just bring down anybody they ¥ant. 

I see. 

I usually, ae tar as I'm concerned, I'm-­
it I'm going to bring a buainess men in, I 
ask John Biggers and Stettinius both. It 
they're going to bring an economist in, 
they usually ask me. 

I see. 

I mean, Stettinius does. I've got a good 
working relationahip on most things with 
Stettinius • ••••• 

Did they ask you about Yntema? 

-0:5 

Yes, and he saiO -- Ed said, is he a gooO 
etatieticlan? And I eaid, he certainly ie, 
I hired him myeel t. He says, well, now, 
you know Yntema ie really a liberal. I said, 
let's don't go into that. 

(Laughs) 

Well, we understood each other very well. 
I didn ' t raise any queation on Yntema's 
capacities, which he has really done. Be 
worked tor me • .•• • • 

'llell , anyway, thanke tor oallins me, but 
that was my sole objection. Outeide ot 
that I don't know t he man at all. 
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R: 

H.M.Jr: 

8: 

H.M. Jr: 

8: 

R. M.Jr: 

H: 

H.M.Jr: 

R: 

R.M.Jr: 

- 5 -

Well, now, anoUier tbinc. It I ran o•er 
10111 aol'D1nc when 70u 1ot 1n - arranc• 
tor -- ooae o•er Jult qu1etl7 and talked 
to JOU about •••••• 

I'd loYe to I ll JOU. 

I'• gett1nc organized here on eoae 1deae 
and I want to talk to 70u. 

Well, l et •• know the n1cbt before. 

All rtgbt, I will. 

W111 Jput 

Pine. 

. . . . . . lo•e to ••• J OU • 

All right. 

Good-b7e. 
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H,M.Jr: 

Oeor4{1 
Harr1eon: 

R. M.Jr: 

H: 

B,M.Jr: 

B: 

H,M.Jr: 

H: 

R. I! . Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr : 

H: 

B.IC.Jr: 

George? 

Bello, BenJ7. 

How are 7ou? 

r1ret rate, thank J OU. 

.iune 26, 1~ 
10:42 a ••• 

Well, I'• del1&bted t o ••• tbat 70u1re 
going to be w1 th u e till aonthe aore. 

Well, I aa t oo, quite trankl.J. 

And I Juet -nted t o oall JOU up and tell 
JOU 10. 

Well, JOU 1 re awtull J n1oe. I would baTe 
called JOU aJielf on ICondaJ, but I wae not 
1n town and I 414n1 t know tbat the other 
fellow• bad foraallJ acted until after 1t 
wae out 1n the preee aJtelf. 

Well, 1t 11 the beet 11n1e I 1YI eeen in a 
long t1ae. 

Well, JOu're awtullJ n1oe to tell ae eo 
and I feel YIJ"J auch relined t oo. 

R1rt· I hope 7ou 'll be down not too far 
of to "e ae here 1n Waehincton. 

Well, I oan ooae down an7 t1ae. I hadn't 
planned to so down at an7 particular t111e. 

Well, I aean, 1t'e nothing epeo1al but a 
lot of thing• brew1nc. 

Yea, well, I tell JOU, I'll look eYer aJ 
plane and ue bow I oan fU thea 1n and 
oall JOU 'baak and tee 1f I oan aake an 
appo1ntaent With JOU. 

!bura48J -- poee1bl7 Fr14a7 or llondaJ' 
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R: 

R.M.Jr: 

R: 

H.M.Jr: 

H: 

R.M.Jr: 

II: 

- 2-

XoD4&7, I 14 rather 1f tba t 1 
• all r1pt 

W1th JOU, 

All r1gbt. You oan oall baok. 

All r1ght, f1ret rate. 

I'a 4el1ghte4, George. 

Well, rou'r• n1ce to call ••· !hank JOU, 

Good-bJe. 

Goo4-bJe. 

• 

I 

108 

Regraded Unclassified



Jeeae 
Jonee: 

H.M.Jr : 

J : 

H.H .Jr: 

J : 

!l.li. J r : 

J : 

!I.M.Jr: 

J: 

R.M.Jr: 

J: 

!I. M.Jr: 

J: 

H.l~.Jr: 

J: 

Hello, Henry. 

How are yout 

June 26, 19llo 
10:57 a .•. 

All right. How are you. 

Sumner Wellee called me u~ yeeterday and 
aaked me whether I wouldn t get back into 
thle Colombian debt buaineea. See? 

Uh-buh. 

Don't know whether they called you or not. 

No, be dld not. 

Well, you know I eaid I wouldn't get back 
into again and he aaid that, well, it they 
Just could have the meeting i n my ottice 
he thinks he can eew it all up. It~ on t he 
periiiB.Dent debt thing. 

Uh-huh. 

1QO ... .; 

So I had him have young Duggan come over 
here and erplaln it all t o me, and I told 
t he• that it they could get an agre .. ent 
along the line that they were talking about 
and pr oviding that you'd aleo e1t in on 1t, 
why I'd aeet with thea once •ore. 

All right. 

Nov, it tbat'e agreeable t o you. 

Entirely, Henry, and I'll be glad to come 
whenever you tix it up. 

I tell you what I'll do. 
contaot you and give you 
ae•orandua wbiob be gave 
Duggan? 

Duggan -- Duggan. 

I'll have Duggan 
a copy ot the e-.e 
ae, and -- you know 
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H.M.Jr: 

J: 

H.M .Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

!l.M.Jr: 

J: 

H.M.Jr: 

J: 

R.M.Jr: 

J: 

H.M.Jr: 

J : 

- 2 -

Be'e the head ot the South American D1•1e1on. 

Yes. 

And I eet it tentat1•el1 tor 10:}0 Monday 
morning. 

All right. 

1 . 0 
•J. 

As I understand the pr oposi t i on) t he 
permanent eettlement il 3. on t he 150 mill i on 
and then 3. on halt ot the i ntereat in arrear•, 
vh1oh doeen' t eound bad. 

No, it doesn't sound bad. 

What? 

No, i t doesn 't eound bad. An7 ki nd ot a 
decent settlement is a good thing, I think, 
Henry. 

Well, I'll tell Duggan to explai n it to fOU 
and t hen it fOU 1•e got an1 ideas vhy ve can 
get together bef ore ve meet these t ell ove. 

0. K. 

But I didn't vant to get i n it again, but 
Welles made euch a pOi nt that i t t hey could 
only eort ot meet in my ottioe he t hought 
they ean close it. 

Well, he may be right about it. 

0. I. 

I'•e been wanting t o ee, you about ee•eral 
things, nothing in particular, and eome ot 
these daye I'd like to have a •ieit vith you. 

Well •••••• 

No pa.rtioular hurry, Juet at your con•enience 
eoaetiae. It you'•• got a tree day t or lunch, 
tine. I'll Jot down the th1nge I'•• got in 
aind, maybe, and t ben •iait. 
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J: 

H. II.Jr : 

J: 

H. II.Jr : 

J: 

H. II .Jr: 

J: 

H. II. J r: 

J: 

H. II.Jr: 

J: 

H. II.Jr : 

J : 

-'-

Well , then, I'• prett7 bue7 todaJ. 
11 .. JOU a r1na t o.orrow. 

Ript. 

0. I 

I'll 

~en we'll ha'fe llllloh nezt week. I tell 7011 
what we'll ••1 now 1•''• haYe l1111oh nex' 
!u••daf· 

Well , l•t'• 4o the,. 
Wha" 
Let'• do that' 

And 1t th•re' • •o.eth1na 1n the ••antae 
that 7011 -nt wb7 I'• .. a1lable, but I 
Ju•t happen to be t1•d up tor lunoh. 

o. I . Wel)., we'll oall 1t n•n !uudaf 
and 1n the ••anU•e I •7 oall JOU. 

All r1pt, nan !'11•84&7 tor lUDCIII. 

Alld we'll •eet - 7011 1 'fe pla11De4 thl• oUler •••tins tor 10:)0 XondaJ. 

10:)0 XolldaJ. 

o. )[, 
~Ilk JOU, 
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Sccr ctory of State 

Wo.ohil'~on 

i TTACI£ COl!:!ERCE 

112 
PLAIM 

lfo~ rla ,Sbpnpt a. MoRo 

Do. ted Jun£ 26, 194.0 

Rto 1d 5:55 n. n . July S 

0 '79. Jun£ 26th. ~·ins out week JapanesE circles 

hall£ adopted oo.utioua e.ttit\ldr: towards t-.>turl£ co!Dillitm£nta 

d~c unocrtointy trend international dtlltlopmcnts . 

Al thO\'Sh oertoin developt\Ents 1ntcrnatioral situati on llAn 

been 11itt1ed favorably businus and industrial circles 

art not optimistic concn•nins f\:tur£ earnings because or 

c ertainty of n orc intensi fied off ioinl control over all 

phases Jo.p~1 a ccon~7• Vnrig~ ministries nnd cabinet 

plo.nni113 bOO.rd reportedly cngo.3cd plans tor utoblislll'!£nt 

1110.rtinc trade contr ol oor..,oro.tion to execute mttri:>la - . 
oobilizo.tion plan o.nd foreign t~d£ ,romotion schcmcs. 

VIAr t1.mt t1•c.dc bureau nruld IJI1bro.oc n:iatiOG export ~de 
pro:totion oom!?anita c.nd osaooio tiona os v1rn hEld. there 

need for :UAprovins crfi.o!.cnoy th£ at orgo.nizotions. 

Pro'lOSEd b\!rcc.u ncn.;ld o lao cxr:roieE unified control 

over oll i oporto.nt 1nport ll.nd trodinS oonocrna . 
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J!-2 -(79• June 261 1':1'0111 ~okyo vi~ Shnnghni a: N. R6 

B\•reo.u '1'10\tld be c&Ulbl1shtd under w thority vo.rioua 

~rticlcs Net1oool Oencro.l Xobiliz~tion Act ond under 

dlrtct Govcrnm£nt oup£rvia1on although privo.tc 1ntcrcato 

'·"ould b<: represented one boc.rd or dirEctor a. Opinion 

r cpo:rtcdly developing in oi' t1cio.l circlE a rE g;:.rding 

dcoi~lity or rctora in Oovernccnt exchange permit 

oyo tc;n in i'~vor t.uthorizine point control by variouo 

m1n1otr1co concerned instead cxcluoivc control Finnncc 

:·in,.otry. Plan !\lOtivc.tcd by desire coordiootc efforts 

all officio.l ~El'Ci EO tO'Oo.rdO EXECUtion nr. ttri:.lo 

r.~cbiltzo.tion pl.=.n nnd forcinn trc.dt nror.totion schmco. 

C~vtrnQcnt reportEdly pl~nning ~ntroduce rcgulo.tiono 

c;overni.ng r~.t1on c :::rd ayotcm fron .:.usunt lo t o.c preoEnt 

oyot£1'11 boo no lc~l besio except enti- profitc<:ring dccrcco . 

Propoocd lcgio~tion uill provide ~dcq~tc prov1o1on 

f or puniohmcnt otfcndcro ot ration oyat£D • . :!cony 

important 3QVEr nr-£nt bu1lt'inoo dcotro;;cd by fire Tokyo 

JU.nc 2oth. Buildin.:;o dEotro;cd inch'liE Fi~.nct 1'1n1otry, 

Cabine t Plo.nn1113 Board, Av!:. tton Burcr-.u, ::C.nchurion Affn1ro 

BurEau, pert 'l'lclturt Uniotry, and vo.riouo Tokyo 

; 1\\nl.cipc.l b\uldin/!o . Looo mo.n:y velunblt doou:.1cnto n ill 

\\ndoubtcdly rEotr1ot c.cti v1tiEO thtoE nin1otriEo end 

bureau for oo:ott t:~ontbn c.lt~u.g!lit b:.o been oi't1c1c.lly 

ott'.tcd tlr.t c.ll lr.vc rcountd non:nl f'.tnctiono in 

tECpcl'C.ry 
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tcnporc.ry qua.rtcro . New dt:bEnturr: 1oou.: e1xt:r c1ll1on 

yen of South ilc.nchur1A RD.1ltmy reported over nuboor1bl:d 

roll0\11ng cmn.,unot~:~Ent of offering by Induatr1al Bcnk 

Jaran. Ea ay aboorpt1on of th1o i oouc retlcoto 1nprove­

l"£nt dcbc 11turc tcrk£ t al thoush ioouc t'Qr r1or11 popular 

nith rural banl<:l t::>an t:ith city bclnko . Due heavy dar. nd 

tor tundD for f'1n::.ncin,; ir.duotr1Alioto exccut1ng mtion 

1nduatr1c.l expo.na1on pr ogror., :!:nduotr1o.l Bank Jo.pan 

locno rc~ortcdly reached one five nine ~UGbt oill1on 
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June tif't tenth. Dt:Jpitc oUsJ,lt il:t;>rovrocnt :1oncy mrk.:t 

rccrnt nnlto diff'ictuty mti.ci!.)lltl:d rc.1oillG f"urthcr f'undo 

~"'J.gh tlotc.tion induotric.l bc.t'.k dcbentureo ttnd t1nc.no1ng 

oirolta ant1c1po. tc bcmk nill bE f orced adopt polio:r ... 
curta:a.l 1~ 1Dduotr1al lCXUI:J ca:11ng :tontho . Bond e nd 

debenturE of'fcr1ngo f'1rot half' nineteen forty totallEd 

<>ru: :lC.t~ght aevcn oix. r.1111on yen coopered one mught 

five fi vc T.!Ulion durit~g corrcopondina period 1aot yco.r , 

ar.ount plnocd open r=kct rr:a oh ine oix ci 3bt one n111!on 

CIXI!Xlrtd o.:vcn l ight n::.113ht o=to per. Firr:mcoa ooncy 

tlnrk£t c.l"td oU.ortag.: r;:c.teric.lo r.nd induatrir.l plant 

tql:.ip.!Ent h.~vc reportedly reotr1oted ell but ot'fcr1naa 

gilt cd3ed oecurit1eo bclc!ud by OovErntlcnt. jJ.nintcnnnoc 

favorable tcrco for bond debenture ot'tcrin3o attributable 

to tcobnJ.ccl mnJ.pubtion ot .:r.rkrt by o.uthor1 t1Ea. 

Doc11:at1o 
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.ri-4-79, Jun£ 26, froo Tokyo •SA Sbc.nsbei .::: ilo R. 

Dn"ttotio offtril\'3!1 totc.llcd oix nine thrE£ ~d.llion 

oo11parcd oix four five nilli on otrloc.t~pcr c.rd 11:-.nohurinn 

and llorth Chin'. offtritl8o threE ti:sht three n i).lion 

ol)lt'"Crcd f our one ncught 1"'.1llion oorUJnnper . Rcturno 

tro:t r:!. l ba.nko except Bnnk Jc.pan oho"ll continued up<7ord 

trend in lxmk d cpo:li to ond lo::.t"UI during iloy. Tot:ll 

dcpooi to rcnch£d too oix one t:.•ree c13}1t u1llion end 

1\:.y incrccoc :1evcn three nc.u~t r 1llion over pr<viOU:l 

r:cnth end fivE oEvcn Ei.:;llt one nill1on over C<lr'-:la:J?£1' • 

Tntal lame arto1mtcd one oix o1x tlU'££ five o 1111on 

i noreaoc thrEE oix one !:lillinn r.vcr pr£v1nuo n-:>ntb. and 

thrEE oix llO.'.t..;ht ocvcn r~illion c-vcr O'·r:onr:pc r . Bonl:o 

ocourl.ty h-:>ldinso End :lc.:r reacl"t<d one three tno ciG}lt 

t!l.r££ nil lion inorrocc nilli·)n 1norcc.oc thrEE nne five 

over prcvio\!ll r .onth :>nd too fivE nc.uG)lt ocven Dillion 

nvcr c ot1ocr:pcr. !h;p'>rt nf Sc.vinco Bc..nkcro Ao:loc1o.tion 

for lby oh• uo one -:>l)£ five r:!.:Uicn inorcc.oc in oc.vingo 

dcp..,o1t:J !)C.Dt r:onth. Totcl dtp"o1to or.v~o ba.nka em 

Hey rccohtd three c i3ht tivc three n illinn . !h:u oto.tc 

lit£ ilwurc-.nc c pnlici£:l i aoucd April nUl:lbtrEd nnE -:>ne three 

oix thouor.nd involving threE no.t'.S)lt tt"JO ocvcn ll('.ugbt 

tia.'lt thouoc.nd ym, toto.l polioico "'-ttotnndin(l end i•pr1l 

nun'bcr£d thrEE Eia}lt oix otvcn faur invulv1n:; c.nount 

lEVEn 
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acvcn oc.u~t t:n-u thru: nill1on :rt:n. ·•otc 1sauc l!clnJc 

Jc"lt.n JU!lc twttnty-oecond rc:o.oh£d three three five three 

dlli~n incrcacc on<: thr££ t:n-ce tdllion during pcDt 

ueek. DllE dnr .• ,d f:tr fUnds nid- ycnr octtlEt:~:nto 

f!Jr. r.cl.nl c1rolco nntioipctc tht:t note ~oouc 1'1111 rcr.oh 

t:UOCE oi..: m·.:.3)1t rr.1-.ght tlil l1on by end June . Ban!c Jo."9en 

loe.no ree.chcd five five tr1o n illion J\mt trlcnt~· -ocoand 

illcrcccc three five nill>.nn d\1I'i:l3 11ctlto Yen otcrling 

cxo~n3E retco fluctuctcd bctrlccn one three ~ne q>erter 

r.nd one thrEe o~ven d3hthD durin::; ,cat neck. Yen dollar 

rotco unchanged. t!iniotr; C~r.;_~crcc Induotry reportedly 

plcnn ocriouo drive r~r oclt-outf1o1cnoy rnohinc t oolo 

t o ~rroet crrecto ~r ccbcrgoeo by prcocnt aourct oupply. 

E:tiX.lloi "lll pl:o.nto r=n\\fcoturin.s h£:>vy ' ::>oldnt tnolo t>.nd 

precioi<>n r.r.chincry n ~.th o.id Oovernacnt ouboidiro being 

plc.nncd. Pm•ticulc.r C> ttcnt1.rm. 11ill be directed too."Jerdo 

cxpcndin;:; tcoili t1tn cx1ct1ng t:coldncry rccet".l"oh 1not1tutt 

for ~blic i::Ultn~ct: <•n :~r.nutc.ct\U'in3 technique d co1(ln o.nd 

otudy no.terinlo cntErill3 into =chine t.>:-1 oonotruotion. 

Order cnoourc.3e Ct'.l£ ~roduct1om rcn bloo c.:-co.o to cor:­

prnac. tc f"r reduced il.!:><>rto tron ::l?rtll J.trionn oountrico 

llinl.otry Pitr.IICE rE);l"!'tcdly c.uthl'rizc<l el even r cn per t on 

incrccac acl t quoto.t1C"::l:l e ll«c.ll111">..1lc cct1v1t1eo Jo.pc.nEoE 

ohctlioo.l 

.. 
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ohcllccl 1ndu.at~1co reportedly ourtnllcd due ohortoge 

induatrlnl anlt . Negot1at1ona reportedly undcrwnyulth 

Lct1J1 An£r1ocn etruntrleo t or pureh::oe onlt th"DE nrec.o . 

Cott<'n op1m1Ero l"G:lo decided voluntcry ourtc il::lEnt ten 

r>Er cent yarn pr ocuction fr"n l fc.y f1rot due untc.voro.blc 

<>·..ttlo<>lt cotton c:r.p•.:rt trodc non oonoidering fUrther 

curtc.iln cnt to d.3hty per cent C<f 'ieroh ninetcm forty 

pr"'<1uct>. · n . 11ovc prcnptcd by 1ncrcnoing :tnrn otoolro tll"rl 

ol<".ck c nttcn textile trodc pr oopccto . Tclcgrnph ocrv1ceo 

rcotrictctl :f'ron July firot cocord1ng :ln."lOltnca:tmt 
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Finc.ncc lliniotry ai:~cc ?reae:~t tro.f:f'ic ll'"lct:c ~vcrlonding 

:f'c.oilitieo. Ordinc.r;; tclc:;r~lll filed local <):f':f'icco c.:f't•r 

eleven p . n . \Jill bE h eld u.;>til t15ht " •" • f 1lloo1ng 

'""':'1\,.ng, nE\1 :;Eo.r' o ttlE(lt'C.:'h c;rcctingG mtirclr cboliohcd, 

":EOOC.fSEO consro. tl•.lo. tillnG oond~lcncc bct:ttcen J:p c.n, Choocn 

pr~hibited , end loccl n.:ooc3co c~n;rctulcti~na crnd~lcncc 

restricted ao t~ nu11bcr " '' rtlo . D:cvy rnino in ucotcrn 

JC."':ln rove reportedly illCrtc.ocd =ttr O'..IP:>lY llydr'l­

tlectric p<>r.cr plant:! th\'::1 £1111.i=t1J'O ncccooity 

i!''!P'l0 illl5 rcatrict1~ no u.ac ElEctric pM'IEr ccrtc~ c.rcc.o . 

I nd\:otrir.l c.ppenlo clcill hC'\'ItVtr tllllt there nrc 1nd1cn-

ti •no 1:f' p;>tlcr oh -rtcgc durin;! c ot.:in,:; nintcr un1coo 

pnomt cxl :r.lpply and p-:-t~cr acncr<:tins :f'c.cilitica 

incrcc.ocd. Lbility p~cr c~ncerno crrcct incrcnoed during 

ncct 
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nExt tnt ol)ntho doubtEdo P1mno1ng of oilk rnul'tl 

duri113 0\tr rEnt yEa.r nill rrquirr ap pr"xi na tEly tour 

hul·¥lrEd n1ll!.on )'ED co::tpo.red ttl th DC'\J.'I:lD.l rcquirmcnto r;f 

w o llundrcd t11cnty l'lilli '>n yEn clue oho.rp riot cocoon 

pr icro . 3pcc~tivc trena cocoon prieta rcsa,rdtd 

u ith oo::J£ apprEh£naion due belief b13h prieeo my 

r~:otriet o1lk ocport:: to !Jnitcr: JtQtea. l.lcy allk 

pr oducti on rtportccl at fivE f nur rr.u:;ht Oil£ thruo:md kin 

1norc~.oc five four nine thr.uocnc> !tin ever c oooc.npcr. 

Tl)t c.l prx ucticn firo t fi•E :~nntbo oncn three O£VEn 

five t1 vt thouoone ki.n d Ecline fi vc tbrr£ thnuccnd !:in 

fr•·: 1 ot>:tctltlper. Rc.n oi llc 1 UU'!a: t \ttc.lc durlll,$ pc.o t nc ell: 

uit h r>rioco olunpin.> fr= one rivE fiv£ 001.:3ht ~nc 

oevcntecntho tc one four oix five on tlltnty-occom • 
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. Nrn trod£ ceo.,rd tlitb I tc.ly rr:portcdly rcccbcd c.s rEoult 

nEcotic.ti'lno by Jcpc.nEOE Eomnc :io a iooion t1h1cb rccEntl7 

v ioitcd Itc.ly. A3rt£'...rnt Tlhl.ch inoludr:o l i:lnc~ic. 

rtp'll'ttdl:; bo.otC: rtciprnocl trc.dc prinoi!,>lro =ct providco 

for cxobcngt a.wr=1rntcly tnmty ocvtn n i llion ym uorth 

goodll annuAlly . Jn!'!'n n1ll rtP''rtr:dly oup'!;>ly Itoly t~ith 

Dupi on, oillc tcxtilco , oco];)hnr , pr<>v1oiono , a.nCI. oundry 

g~r.do i n cxobo.naE r~.r l1£roury, induotr ic.l oal t , ona 

-uobincry. Contro-...ry t o ~otQtioo n p<>rto Zti ddlr tm 

00~11 Junr ub -,; rd oborp upne.rd trrlll'. r X'>orta totc.lling 

nne 
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onr one dc;bt " Ill: 1m<> t c.ur tht'U8o.nd , inor rau •'DIE n1IIIE 

thrrt ocv~:n lmo t2louac.nd '•nr prrviouo tm q11 c.nd 

tt10 n£ t\7" oix tour thouoc.nd r.-vcr OOl11101.lpEr. Upuc.rd 

t~:n<\rno~- EXP"rt bu:dnEOO ohc.rrd c.ll iLtport:mt itr::10 

except rc.yon tu:tilco, o::mDIE:d provioiono, uoolm 

tcxtilco, t o.-o, c.nd lw-,brr. Ir:porto t,.,tc.llt<l Ei#t tvo 

cn£ t -:- ur •nE lhcuoond dEclinE "tlf •nr onr one thcWJCnd 

tr -:-t !)rcvio~w tEn dc;'ll c:tcl f'1 vc tivc na~t naught 

tr"'l'l c o :lOC.r!JlEl' o Inc1uatrS:.l ohc:rl tn"1oeo WEnt)' ocoond 

averagE nint:ey pciut Z!l"' three 1ndu ninety tvo point 

t\7mtr acven nEElca c.vt~agr ninety point o1Xt£En index 

ninety to:~o p oint torty. End. 31gnctl 3nith0
o 

INFOnu co:.r'E:lCE o 

• 
l 
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THE ADVISORY COMMISSION TO THE COUNCIL OF NATIONAL DEFENSE 
no&:Jit.AL "EIO'YW IMJlLDJNO 

WAIHIM'TCllt. D. C. 

June 26, 1940. 

The Honorable Henry Mor genthau, Jr., 
Secretary of the Treasury, 
~ashington , D. C. 

Dear Mr. Secret ary: 

I have received your letter of 

January 25 with its enclosures. I am interested 

to have the information and apprecia te your 

courtesy in sending 1 t to me. 

vzry uly yours ' 

. ./l~, 
l'i. A. HARRIILAN 
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PAIW'IIBAS or m ... ,, REOIIVKD 

~II: .Aaer1oan Ellbaeey, Berl111, Gel'UIQ' 

Dot.1'1: June et5, 1940, • p.a. 

110.1 2ll6 

J'OR TRKA.81.111Y FROM HEAD, and tor the information 

ot t he Department. 

121 

German eoonoaio writere, in t he belief that Germanr 

will win the war, haYe been filling nevepapera and per1o~ 

i cala with speculati•e articlee on Europe' • new eoonoaio 

order and t he new •groaerauav1rteobatt 1 (large scale 

regional eoonoJ17) wb.ioh ie expec ted to dnelop Wlder 

control of Geraanr. It ie intiaated or propheeie~ in 

manr or these artiolea that there will prollptJ.7 be set up 

1n central, southeastern and northern Europe a system 

ot etr iot control of production, trade, money and banking 

with the present German ayatea ae the model, which ayetem 

vill be planned and centrall7 directed from Berl111. 

According to the vr1tere, the purpose of th1e Geraan­

contr01led regional econoar would be eelt-eutticiency within 

tbh area and ita dependent coloD1ee. It ia oont•plated 

that trade with other areas of tba world would coneht 

tor t he moa t part of goode which in an emergency would be 

cona1dered non-eaeent1al. 

Much writing about new ourrenoy arrangements hae 

appeared, and there are occaeional art1clee to the effect 

that continuance of gold ae a buio t1nanc1al currency 

WOuld be prnented by a Yiotoriou Geraa.n;r. 

Rovner, I aa rellabl7 intoraed, deeplte 41eou .. 1on 
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of a DeW eoonoalo or4er la tlw preu u4 bT t1w J)&1't)", 

that ~ IUoh aabl tlOill &114 reYOllltlOIUU'7 plalle U'! be1q 

foraulate4 or g1Yen oonl14erat1on Juet now bT the OoYern--aent 1 1 main eoonoa1o author1t111 - the K1n11tr)" of Zoonoa1o1, 

th...-R.iolulb&llk, the eoonoalo orgubatloa a~~4er Ooer1q 

(vb1oh 1.nol udee the eooaoa1o 110t1oa of the •auoaal 

Defea11 Oouno11 &D4 the folll' :raar plaa) aa4 the rore1gn 

Off1oe 1 e Zooaoalo 8eot1oa. !he ll1D11tr1u han &PJIU'IIltl)" 

def1Dlte1T eun.a effort• trOll part,- quartar• vb1oh wn 

1neqn.te4 b)" a Dr. De1ts to 11t ~q, a epeo1al "'lo-uoteobaft• 

orgaabatloa. It 1e allo reportl4 that Dr. 8ohaoht hal b11a 

allba1tt1ag Y1ne oral!)" an4 1a vr1Uag v1th ragar4 to 

tlul eoonoa1o reorgan1zat1oa of lurope; hoveYer, he ba1 

not reoi1YI4 a oo..tee1oa to 4raw uP a program, oo far ae 

oaa be uo el"ta1.ae 4. 

!he l\e1oh1 1 Yariolll eoonoa1o author1t111 haYe, of oo uree, 

beea a•!r1wg 10ae tentat1Ye 1tlld11e of the future eooaoa1o 

1tatu• of OenaaD;r, but the,- haYe aot 71t etartl4 aa 

orcantu4 progr-. •o 41reot1YII tovar4 th11 en4 haYe 

beea g1Yea b)" Bitler, Ooeriac or t1u1 other Zooaoa1o1 

K1n11t1r Junk, nor are an,- ~eote4 at leut 111 tlw near 

futiU'e; howner, 1t 11 reporte4 1a tlw X1Dl•tr1u that 

B1 Uar 11 IIOY eagaciag 1D l~e 4110UU10D of the Jle1oh 1 I 

future eooaoato pl'Obl .. , Where heretofore he hal ahGira 

11 ttle 111tenet 1D eooaoa!o pl ,.,.,, ualf"tlq h11 

• 1ateren 
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1DhNit oD17 ill -Da.iO NI'Dl.tl. 

A• tor luropMA tra48, at pri .. Dt th1 1ooD0111o aathor1-

t1tl aN I!Oillg OD thl UI'IIIIJ)UOD that att1r th1 ]le&OI ITID 

the oountr1t1 whioh ar1 now und1r G1r.aa 11111tarr oooupaUon 

vlll pOUIII a IUbltanUal. degree ot IOODOD10 aatoDOIQ'o 

lote: fh1r1 haYI DOW be1n OODOlUdld D8W olearillg 

agreea1nt1 v1 th the l•th•rlandl an4 Bel.c1•, whiola agree­

aea\e ,.,.. aadl by th• ott1o1all ot th••• \wo ooatr111 

r111&1.D1.Dg 1ll thl o~ital.l. 

It 11 tranli:l.J" ada1Ued b7 thl Uer.aa eoonoa1o 1Utbor1UII 

\bat ••soUaUou are b11llg oonduote4 now oa a noh aore 

1aperat1Ye b u1e on the part ot Glra&DT thaD betore thl 

war broltl out. It ..,.. 1.1-..rlted by on• Gerun oo-ro1al 

ooune1lor , reoently brought baolt to Berlill tor ooalal.tat1oa, 

that llhu he returned to h11 poet he woal.4 ban to a4Jut 

h1uelt to an entil'al;r new 11n&Uon. :l'rer;r 4ea1red 

OODOeii10D heretofore ha4 DIOIIIitated lOJI& ba\tl11, bat 

nov he ll!Peoted to be approaolaed a1 thoqb h11 oapaoit;r 

WIN that ot an a4Yiaor vbol e re-n4aUou woal.d be 

DOOiph4 v1th not IIUOh oppei1Uoa. lt 11 1Dtiaate4 ill the 

111D1etr111 that Genan;r ¥111 be partioalarly authorUaUn 

1n d1reotLDa Ohange• and •xten1ioD1 1n a..aa1a'• agr1oa1t.ral 

prodiiOUon ana tra48. 

Per a OODI1derahle tial, Gei'IIDD eoonollio oft1o1ale 

blliiTI, 
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belino, GeraaD nab 1a l:lll'opo will so oa elllMitaatiall.T 

u at pl'OIOat, witb oloar1aa aero-to aa4 blooltod oiU'l'OII­

oioo. Jlownor, tho otat•oat .1o ..a. that GeraaD poUq 

u to t raaafors thou o1oar1aa ecroemeata ao rapidl7 

ae ia poaeible into ~STa~nta acroeaoata1 uador wh1ob tr&do 

p&7Jlente wollld ba ad .. 1a tru Olll'roao10a, though aubJoot 

to atr1ot ooatrol. 

!be etataaoat 11 lla4o b;r i .aportant ott1o1.ala that 

the ultiaata a1Jl 11 to abolilh ro1tr1otiYe exohenge ia t beao 

p&7Jlente , or at lout tor aorsal tran~ter• 1o relax it 

aubetantiall;r. Hownar, for tho earl.T peroeiYallle fUture, 

there 1a no tboll&ht of returning to a reall.T tree eoonoaio 

s:reta. It 11 trequeatl.T atatod that nentuall.T the ooatrol 

of P&7Jl1Dta and tore1p nab Y1l1 be aa 11141reot one 

exero1ee4 through 1ad1lltr1al and oo .. eroial orgaa1&at1oa• 

and onrtele of Geraaa:r, operating under tbe euperYieioa 

of the GoYerna•t. 

UndoubtodlT tho Ro1obabanlt1 • intllliDOI Yill btl d1rootl4 

toward exchange oontrol relaxatioll. !be u bitioa of tho 

Reiohtb&llk 1a to ra1u tho Reiolluarlt: to tho dollar' • 

e tatuo and otaad1Dg ao a troo 1ataraat1oll&l ourrello;r • 

.t.t the Re1ahlbanlt 1t 11 atatod at tho ouo ti.M that btlfol'O 

exobange oolltrol 11 allo111be4, ooa• agreoaoat wollld baYo 

t o b o roaotaa4 w1 th tho l.oa4.111C naano1al power• ao to 

otoOit:o of p14, o~~rroaq &114 1Jlt-t1oll&l debt• - retoreDOe: 

telecna 
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telepwa ef Jaae 23, .... troa ~ •ba117 • le. 21038. 

n 11 oooaa1ollal~ obearYed ta.re that the or1Uo1au 11bJ.oh 

panJ ullbere 4U'eet aca1Jl•t pl4 u a ourreMT ba .. , 

and their glor1t1oaUoa of the allep4 'labor bue• of the 

urlt 11 MN~ aaltiag a T1rtue Ollt Of DI01111V• It 11 

etated that the Part7, the GoTernaeat and the people wollld 

welooae ITIDtual reeetabl1e~at of the aarlt •• a OllrriDOJ' 

eaJorias 11D1Terea1, 1aternat1onal aooeptaaoe aDd Ilanas 

a etroDg gold rllerTe to baolt 1t ap. 

lloreoTer, the 1\eiohebaalt 11 110t ~ o~ foro• 11t11oh 

11 worltiJig for a relaxation of the etrlageat eeoaoll1o aDd 

monetary ooatrole 'llh1oh the !'hird 1\eloh hal .. t up. It 

appear• that aoet of the eeoaoll1o etatf under Goer1ag hal 

OODIIrT&UTI TiiWI. 'fhiJ' trequat~ grnable abollt tb 

autoroh1o ooatrol aeuuree 11b1oh tbe7 haTe to ada1D1eter aooept­

i.Dg ooatraet o~ beoaa .. tb.J' are ...... &IT to t1llf111 

the 'lhird Re1oh' • 11111t&r7 alai. Ia other 111.D11tr111 

too there are ooaeerTat1TI tendeao1ee regard1Dg eooaoll1e 

and t1aaao1a1 pol10J'. 'ftle faot ~t eoae 1Dflueaoe 11 lla4 

b7 th1e ooaaerTaUTe el•eat 11 d ... aetrated bJ' their reoeat 

good feellag to poetpoae &ballO-t ef 1•- aDd other 

tu: 1Doreuee wh1oh atter auoh 1Dt&I'-111A11tlr1al 48betl 

wu tiDal~ agre ... IIIPOII• Jlefereaoll telell'• of - U, 

aooa, lo. u.t troa the Jfllbuq. 

In e-.ry et the aboYel It 11 .. , bell.., ... b7 the 

aa1A 
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u.S.a eo=ollio au1:hor1 u.. 1a tile lle1oh 1:ha1: 1:hq 111U 

be g1 Tea clireoUou w pr.pue .., l'a41oall:r .., e:ro1:• 

of eooaa.1o all4 •••1:arf oqaalsaUoa 1a 1:ha1: pan ot 

hrope looltecl Oil U fal1111g w11:h1JI 1:bo OOOIIoalO opUI'O Of 

1DhH11: of Gel'II&IIJ', al1:hollgll U 1e npeohcl 1:ha1: Gel'IIU 

trade aacl oooaollio au1:hor11:;r 111 1:ho area 111U gracluall:r 

be enea4ecl. !he pon1bll11:;r 1o aa.11:1:o4 , llonTer, tba1: 

eleaeat1 faTOI'1118 rapid aacl ooaplete Geraaa eooaollio ab­

eorpt1oa of ooatrol of oea1:ral, 1outlleuhl'll aacl aor1:hlll'll 

!lll"'pe aa:r 111tlueaoe RUler. !he Be1ollebe.Dit1 • poUo:r 

and tb&t of o1:hor eooaollio au1:hor1Un Ju1: - 1o h 

work &Wfl:f fi'Oa I'Oitl'1ot1Te etU•• of ole111'1118 agreeaoa1:1 

and exchange ooa1:rol wbJ.oll DOW en1t toward a •:ret• of 

trade aad pa:ranh wbJ.oh 1e Mre ft'eo. 

Elfl) or ustWJ•. 
~!B. 
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POSITION OF THE UNITED STATES 

Oli CAPITAL ACXXlOIIT rla .... -!1! GRU1'!JP. G!R1W1t. ' 

S!JMMARI 

Byo Joaepb P. Cottoa, Jr. 
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TREASURY DEPARTMENT 12b- 8 

INTii .. 01'1'1Cii COMMUNICA110N 

DAft JUne 26, 1940 

Secretar,r IOrrentbau 

Joseph P. Cotton, J'r. 

Rea Attecbed. 

Atteched ia a SUma17 and a lOre Detailed Stud.T or tha position 
or the OnUed sta tes on capital account vis-a-via Greater Germacy, 
which you asked me to prepere aoce time ago. French as a eta are not 
included L! the Gel'lllll1 aide of the account, and the position or the 
UJ>Hed Stetea Yia-a-via Gena&!\Y in this connection ia not touched 
upon 1D the s tudy. Otbuwiu, it is abreast of CllM'Olllt events. 

Jlr. Cass and llr. llheeler of Dr. llhite•a diYiaion have balped 
.. 1n """piling the ficure• and Jlr. Gus baa civen .. the belletit. 
of hie coneral criticin, to&t the presentation and tha r .. ponaibilltT 
tor auch conclusioaa aa are contained tharein are rq oorn. 

Th• figures are lar£•l1 baaed oc Depert:nent or c.--rca eati.lllateo, 
&Od there is wide latitude for error. In so tar ao a comparison ot 
tha too aides of the account , Ol>itad States and Oerman,y 1 ba the ol>­
ject1ve, however , I believe t hat the picture presented 1a broadl.J 
reliable . Under the eirclllllatanees, I did not believe it neeesii&J7 
or expedient to go outside Goveru.ent circlet in the preparation o! 
tha atud,r. lfitbin the GoYernaent, 11r. Aaoa To;rlor and Mr. Dic.kono 
or the Departcent of eo-rca, and llr· Li.ncolJ> of the SEC, 1n par­
ticular, have baeD halptlll. It the uttar should be pursued fUr-
ther , I feel that llr. Li."'Coln 1a perticularl,J qualltied to nnder 
aaaioteDce. 
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POSmOI OF Till UliiTal 8T AriS 
011 CAPITAL ACCOUIIT na-6-na GR!tA1'ER G!IUWit. 

In appraioina tile poeition of the 1Tilitecl States , it would •­

appropriate to exelucle llltirel¥ &11 wo.r c!ebts or ~ and other 

countrieo coocerDed. 

1'be total or Aaerican pri'rate illveabi.,U ill Cle1'UZIT and COUD­

tritt preac~ c!o:d.uatecl br Cler.aey ia CWT«>~ abo\lt $1,300 1111-

liona leas than tile total aneta in tile tTilitec! States of Cerma.tv" and 

coW>triea present~ dOIIinat.ed br Clen~&ey. 'ftle bt.l&nee ill taTOr of 

Clenoaey woulc! increase to almost $2,700 llilliona it Gel'IUJI'f aboulc! 

el<J)OJid to include Swi tzerlanc!, Sweden and the l!&lkans. l(oreover, ill 

appraiainc the current or potential bt.lanee or account Wider existinc 

collc!1Uona 1 it ahoulc! be noted that the !igurea tor Aaerican i nvut­

centa, wbicb are beaec! upon po.r and book Yaluea , are ol..cJl1ticant onl,:r, 

u an illc!ieetion or cax<m•• potential worth ill tbe tuture, uSIIIIing • 

r eturn' or peace and a Gercan;r with a wi l Hnpeoa and tbe capacity to 

~. or, preaen~ , .. an indication or the....,_ !air Yalue or J 
claiea which lliaht be aaaertec! current:Q-, lMYillS out or accOIIllt tbe 

boa.,. loasea ~ realiHd wbicb Aaerican investor• ill ~ 

have 111rterec!. The !iauree for Gel'll&n and Cle~oainatecl aaeete ill 

the Ollitecl St.ateo, on tile other band , are ll1n1alla eati.Mtea and repre-

sent, in aubetance , curren~ realisable NUN• 
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The tollolr1al table -.-1- tbe 1JII1W atata.• podU. Oil Jri­

ftt.e tmwtact .......wn 111 rel&U. to '" - ~ (• ). ~t.r 

~at tile pre....t Rqe of ""P"NiOil (")• &lid U.. lllttal.....,. 

wbich would .-uJ.t U ~ ebcNl4 apud 1\ortber to lnol+ Sld.t.,...._ 

1.~~ t Sl7 • 116 I t 401 

2 . Greater GerMlV' ritll-
iD preaellt l1111t.a 820 

) , C.rMA 111ttel IUropa 1,029 

In U.. accounti.Dc 1D relation to ONate o.r-».7 wlthill )llr'Hellt l1111ta 

or t.ba aollllled GerllaD 111t.tel liu'opa, tbe relatin 111port.anoe, on tbe 

Allar lean o1.de of tbe accOUDt., ot i.DYM~ 111 Oei'MIIir pro par &lid tile 

reloti ... 1Do1piti-e, oe tbe Qe%M1l a1.de of tbe ~. of uaet.e 

1D U. lJIIiW stat. of ~ propar, lbould be DOW. ANeta 111 tbe 

11nit ..S states CIU'Tell~ at.t.ri'blltabl.e to Qaw&1Q' propar an lMe tbu 

$100 a1llione ...,p&Hd rit.h .AMrio&Jl pri ... ta i.lrnet..ate 111 tile Old 

Rei ob of about $4.40 a111101l8. 

ID tbe abeanc4o of 1'lart.hllr o-r-a ape•doa, 110 nlletalltilll abaDp 

111 tbe C\lrTWDt; lwl ·- of ac~ 111 tbe • Hate tlaWN 111 to be 

( ... ) 
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anticipated in the ordinary course or events. So tar as the American 

ddt of tho account is concerned, very few opport.llllitiea are now 

avdlable to Americans for sale or their investments in Cerme.n;y to ror­

e~era . The Gerl!l&ll side or the account ma;r be depleted in the course 

of time to a llmited extent 1f the Uhl.ted States, rollowl.llfl current 

practice ln t he adlu1nistra tion or recently imposed exchange control 

seaaurea , continues to pemit uu or the aaaeh of recently netimhed 

COJ.~trlea I')' their owners to pq for exports rroa the United States, 

••TY1cos rendered in the United Statu, end lJJoited wl.tbdrewals for 

uae abroad . On the other hand , Ger.:I&IIY ia unlikely to ettecpt to 

U!'Set the at fttus quo unless and untll her eonquoat ia firml,y eonaoli­

dated , end the extent to which the owners or t heir governments , Ger-

1101\Y, or the AJnerican investor in Cerme.ey , 111q eventually benefit 

!'1-001 such aaaet& would seec to depend largely on the policy which the 

United States 111q adopt . 

Ceraey, although she will probehly att""pt , •• in the case of 

Justri& ADd Czeehoelovald.a, to secure control over assets in the IIlli ted 

Stetea or ather vietilas through exerciaint~ preaaure upon the persons or 

their owners, ia unlikely , in t he iolledi&te future, to raise the issue 

publicly with the United states or to tab atepa which lligllt precipit ate 

fUrther oction by the United s t a tes ~tb refere nce to such frozen assets. 

SOY.over, 1J' the United states should seize the alt8ets in this country or 

Ge~ &nd ita victims to satisfy the elaima or American investors, 

Cerma.ey 'lould al.Doat certa1nly retaliate I')' confiocatin& .AlleriC8Jl prop­

erty i n Ce>'a~V' and by repudiet111(1 Cerman obllj~at1ona to Aaer1can i.D­

~eatoro . <:err.aey lli&ht 10 retaliete 1f the United States ebould take 
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1wpe to taoUit.at.a 110'bU.1aat1oo tor wu Jlll!'I)Oeaa ot t.1ae a .. et.a ot tile 

-~1~ ot 'ric\1e1.., .......triM in nob a WiT u to ~ to ..,_ 

cooperation nth t.lae .uu ••• 

111 aequeatari.DC aaeate in t.hia -...t17 ot ~ aD4 nc\ia11&4 

COUDtrill at t.hia tiM, t.ha 1hl1 ted statae coul.cl MtiafY aU JMrican 

cl.t.J.u o11 priftt.a inftet.ant aocOWlt at their MX1Ioua fair ftl,.. a..s, 

in oddltion, ait.bar a pert or, it~ abcolld apaD1 hrt.bar to 

include SWiherland, aU ot tba debts owiJ1c to t.hie GoYer-Dt "qr 

~ aD4 coDqlloU'&d at&t. wbicb ..-a out ot t.1ae lut ...-. 'l'ha 

poiDt obould be etrae..,, bow&Yer, t.laet Y1rt-.lJ,r aU ot t.1ae uMt.t 

iehed 1D pureul.t ot IUcb a procrea would be oomad "qr 'riotiaiaed coua­

triee or their Dltioa.la. J1r ellcb aotiOD, wbicb would be \IDpracedcted 

ao long ae tha German oonquaet 11 conteeted &114, it it bo aoquiaecad in, 

ao lOO& u •• ..-in at ~ with ~, the 1hllted stat.ta would -

oipiww a tri&JICU].ar coDfiiot ot int.areate l.molnnc tba .AMrican ~ 

,..,tor , in Uw ot the - lataot contllo1. ot interaeu bator- Ge~Mq 

ODd ita 'riotiaa &I to t.hair proparf;r in the 1Jillted Stet&eo 
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T8l rosm01 or T8l llliiTD> STAn~~ 

o• CAPITAL ACC01JV!' n-.....u G1!EAnR G!IWJr. 

x. 
AJ11 stateaent of the current poe1t1on of the UD1ted ~atoa !:!!: 

.!!! Graater Gertla11;r, i t should be ampbaai&ed, een haYe onJ,:r l.1ml.te4 aic­

Difie&DU· Tbia 1a neceaaer~ ao becauae, clue to t.he U...t ca.pate 

i lliquidity of .Yericen investllenta 1n Cle%Ullf and occupied territoriaa, 

&tJ1 figUre !or the Jltericen - 1n ee>ntroat to the a..-.. - aida or t.ha 

account Y1ll not represent currant~ r..Uzable ...U.uea . lloreoYer, AI1T 

all-1Dcluain atet ... nt , such aa that below, Y1ll include , in addition 

to iDYesteenta proper on the Jlterieen aide of the acc<Nat , a Yery aub-

otanUal ituo which ia large~ of aeacle:aie a1gni!1canca, -~ tha 

indebtoclneaa to the United St&teo Qovernaent ar1a1ng 011t of t.he 191.4 wor. 

'!iith these u,jor qll&lificationa in aincl, it ~ he oaid that the 

pno1t1on or the UD1te4 ~atea rla-a-rla Ce%UllJ - 1. e. the Ole! P.aich 

and UDdor 't'U'iOila altarDat1na aa......S u regards GerDan cla.illation of 

"4J,acent llinor EUropean powers - 11 u follon 1 

Arter. i .m-eat-
Mlltl (inelud- Balance 1n !nor 
in& war debh) Cer:oan A01et1 • (J) or agaiut 
in G!rM!IT• in the u. s. f::~ the u. s. 

(DI a1.lliona of dollara) 

1.~ proper $1,'1114 $ 100 I tl.~ 
2.Pra-wer eer..ro- (*) 2 ,151 ll6 I 2,035 
).Greater ~ witb-

io present lJJaita c-> 2 ,912 2 ,12.4 I 788 
4.c. ....... w.ttel EUrope c- > 3,2as 3,m 422 
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!M tabla allows tbat the ori£1Da1 lwl•no• in taYOr ot the Ullited Statea, 

•hich incroaaed to a "xi""• ot about $2,000 al.l.Uo~~a in relation to pre­

war Germ&riTt haa been more than cut in halt since the wu and aight be 

wiped out if Gei'IIIIl\1 should expand further. 

n . 
It would ae .. 110ra realiatic in apprailina the position of the tlllited 

s tat .. on capital account n ...... -na Gers&l\J' to ~llda entirel,y 1'1-c. the 

Aaerican aide ot the acc:ou.nt e.ll iiJtar~ntal indebtedness owed br 

Gerca!11 and other stetes concerned to the Ullited Statea . All t.bi.a l.Ddebt­

adrutat •u incurred, pursuant to agree:enta between the Ullited Statea and 

the respect1n countries, to assure diecb.t,rse ot public and private clo.i.u 

ot tho United Steteo arising out of or u t.11 aftermath of the last nr. 

SUch indabtednesa is a very substantial it•=• constituting about two­

t.h1rds or the respective totals shown for tbe AmeriCilll aide or the account 

in t.ho table under"'" . 

It nr debts be ell.ainated, the poe1t1on of the United Stat·ea i .s aa 

tollowa: 
J.cer. imeat.­
aents (~u.-
d n ot •ar Ba.l&n<:e 1n taTOr 
debta) 1n Gel'llilll .&aeeta (J) or apinat 
Germagy. 1n the u. s. ~~ the q. s. 

(In .lllliona ot doll&ra) 

l.Gan:l&I\Y proper 
2.Pra-ur Gel'Mlll' (*) 
) .Creater .Germ&QT with-

$440 
517 

t 100 I t 340 
u6 I 401 

2,124 
3,'107 

in present lt.ite 
4 oGel'lllllll llittel ll.lrope 

820 
1,029 
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Ill coat.rut to the pictuno preaellt.e4 lllldv "'", 1\ will 'be ..ted that 

u.. orieiJ>&l balaace in ta.-or ot the lhliW Stataa ot 1340 ldlU .... u 

draad7 reftraacl. 'rba -•• .,._. liabUiUaa ot ~aata 1D tllia -

try eubject to Qerun dOIIination 1a ourran~ &bollt $1,300 ldlliou 

and ai&bt incraaae to ilmoat $2, 700 aUllou 1D t.be ennt ot turt.her 

a.ran e>;p&n.don . 

IndebtaciDBn to t.be !laiW statea Gcnw ... ct ariainc out ot the 

lut war, which was al1w1mted in tba &bono pna•t&tloa ot the accOIID\, 

1e cli-..ro 1D ori&in am D&tuno, couS..tinc tor t.be -t part ot debt 

incvracl 'b1 the Old ~ich to eaoure diacbarp or bot.b p1blic and print& 

Aaorican claUe, am iDCludi.ng debt owed 'b1 forMr alllae am ot.bar 

a.ropeo.n coUDtriea pe.rt ot which waa incurracl attar am tor purpoeea 

not directl,y coDD.ected rlt.b the war. liar clabte ot Geraaa;r proper cur-­

r ontl,y aaoUDt to a011e $1, 26.4 aUlloca am are 111'bet.&llt1al 1D the case 

or CzechoelO'r&ld.& 1 Polalld aDd Balg1ua, dat&Uacl fiau.rao 'being &1...., 1D 

AJ>pendi.x •A•. SalacthitT in al<•<.,.tioo on t.be 'beau ot ouch diat1DC­

Uone wOIIld not, llo1reTer, •- ~ppropr1&ta tor pnaant purpoaes. the 

l'"nc!•sant&l tact 1a t.bet, together wit.b raparaUoa c:l.cliu , all t.b1& 

intaraonrllMDtal 1ndabtadDass ar1&1D& out ot or u aa attanoat.b ot tba 

lut war 11 a dead issue. It 1s hi~ mHbl;f , in a poat-n.r world, 

that q l'lltura Gel'MD GoTer._11t wOIIld 'be diapoeacl to boDor, or that 

tha Uttitad statea would 'be in a poll1t1CD to pnaa t or 1'\artbar aetu­

t action ot 1 aq ot t.b1& indebtedDeae. 
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In conaidering tbe poeition wbich the lhlitecl states .t&ht be 

diapoud to take with respect t o auch iodebt.eclneu , t wo t ecta, DIOH 

~ diacuased in Appendix •A•, should be borne 1n llind , l"irst, 

practicall,y ell ot such indebtedness repreoents goverD1116ntal cl.dJna 

01 diaU.nguiahed t'roll cla.ica aaaertecl on bebal.t ot American pri.-ate 

citisen. b7 tbe Uoited States CoTerment. t'bio tact hoa aigll11"1cant 

IJ:Iplicatior..,, since it u:r be tairl.;r ae....., that, aa a • tter ot 

pollq, the oatiafaction ot Co..-ermant war cl&1u will continue to be 

condde!"'tld ot leu ..o=ent than the aat1ataction of olallar printe 

cl.Jo:Lo.a . Second, a au.betantial part ot auch iodebt.ecloeaa 1a ccmputecl 

on a bade whi ch, althOU&b correct trom the local aDd accounting stand­

point, ruulte in an artificial and inflat ed figure. 

In ~ event , whether or not it be ep~priate, in apprais ing 

tho poaition or tha Ooited States, to aUJOillatw ell or a part of thi.a 

1ndebtedneu to the Ooited States Conrllllent ariaing out of the laet 

nr , 1 t lbould be borne in lliod that the figural for auch indebtedness 

are not coeparable rltb the fieu;res for American priftte iDTestaent. 

w. 
The changes in tbe balance of account under the -..rioua alterna-­

tives aeeum<d ee to the extent or Ge!UJ1 e:r:p&naion, as portr~ed in the 

tablea under •I • and •n•, are larpl.;r due t o the ineluaion ot The 

Notb<rlaodo aod Swit ... r land in the accounting. 'l'beao two countriea, 
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and , to a lesser 8xtent, SWeden , roapective:Jr, have a substantial excesa 

of assets in tho Ul>ited states over pot ential liablliUes t o A<:erlC<ln in­

Vtttors . In the cue of nll other present and potentinl victims , the 

, . •ctivt oolsnces in rele t ion to the United St ates are either ne~;etive 

or rt versed . Appendix "B" sbo.,. the position of t he United states rltb 

rcr<r<.~• to the r espective countries presently or pote~tie.lly subject 

to Cer:ar. dO'"...in~>tion. 

Js t'>e rore;;oina tebles ind icate, ~hether or not 1rar debts are i n­

rll.ded in the /.ll£ric&n side of the account , the position of the United 

•t·l.o in relt tioc to pre-~·er G.,rr..c.cy 11 not aubet.ent l o.ll,y differe::t 

fro. the fOBition i n I'OlLtion to t he Old Peieh . The nowbl" chlm&• as 

let-eon the cw·rent and. pre-,.~r belenco of account ie el.J::ost wholl,y due 

\o U.e 11.clusion of Th" !letherl.Lnds , whi ch has an excess of as sets over 

~ott:•tit.l lloUlities in t his country o! over Cl , JSO .Ulllons. The cur­

rc l talance of Lecount woulC chant• nubstant iall1 i f further Cerc&n ex­

;>l.:lllio< should include SWitz.c.rl-=1 , "hieb bas an exceu of essets over 

:,~•~U~l l l.&l'Uities iD t.!ds count,y of &J.aoet tl, 7SO sillions, e:ld 

:'I ~·•· , •bich has an excess or usets over liebilities of ebout t2SO Dil­

l !o<.o . Ce:- .r.n expsnsi on elsev.here ,.ould not apprecio.bl,y affect the bel-

~ .. C(· 0~ tLC:COl.o.nt • 

Before attempt ing to appraise the position of t he Uni ted Stctes !1!= 
L-vi• Germo.I1Y as portreyed iD the rorecoing tables 1 the nature of t he 

'""~~coo irrre•t<::ents and of the assets on t he Gerce.n side of t he eccount 

atould t.e c onsldered. 
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IV. 

The AJoerican aide of the account, a!'ter eliaioatio.n of cleillla aria-

1ng out of the last war, consiato of inv .. tmenta proper agNgating """'"' 

t 820 11illiona. This comperes rlth &n inveatcent of about $517 llilllona 

1n pre-.. ar GenwV and of $1,029 llilliona aaaual.ng turther ~ ex­

panaion in &11 directioos . '!'he geographicAl brealalown giYan in Appendix 

•s• i ..Sieatea the prepoodar&nt iaporteru:e 1n an;r euch total of inYest­

cecta in Cen:Al\T proper, aooe $440 ..ulio~~a, eod f&irlJ eubat&ntial ia­

voatunta in Dermark, lio~ and BelgiiDI, approxiatina $100 mlllona 

1n .. cb countJy. The following brealrdo1111 of the current total aboo'a 

t he relat i ve iJIIportence of the oaJor constituent it•a of innstment1 

1
1} Portfolio inYestaenta 
2) Direct investments 
.) ) Short term eredi ts 

$391 1111111ona 
356 • 

_.1J. • 

• 

Aa abo•n i n Appendix •c•, approxiutelJ the oa:e relative proportiona, 

es beheen the three categories of l.meat-nt, &re l0ill1nteined if the . 

J.acoica.n in"eat.ent position be eonaid&red in relation to pre-wo.r 

~TMcy or a Cen:1&117 expanded berood present lia1ta. 

The above figures tor Aaerie&n inveat-nta &re rouab estiJoatea, 

besed in l&rge Pl'rt on reports of pri .... te i""eatora , PA7ing agents , etc., 

to the DeJ)IlrtDent of cceuoe.ree wllich o.re not of very recent dete. In 

connection 1r1 tb the DOst iaportant eete,ory, portfolio weatu:ente, 

Regraded Unclassified



126-M 
- 7-

til.,.. 1• perUoalar eoope tor error 1a u. -''-"' w entaaw u. 
extct. or ras»tnatiOD, or, ..,... JII'OI'Wl.r epeakinc, ot zapw , .. 1 11r 

rompn ot Oe1'll&ll dollar bOildl wb1ctl bu ....... aJar factor ill 

roduciDC Aaerican bo'dlnp tbaraot trca an ·aattaatad tl,1200 111lliona 

tt the end or 19.)0 to .... tl6) 111lliona at tba ~raeant ttaa, a... 

... s»tont obeerrero belien tbat ....,.rican bol41nc- an nen 1a .. , ud, 

altboUII> the Dtpo.rtaant or c.-rca baa ~ r.Yiaad ita aat!aata 

d...-rd , tll11 ooncludon 11 eupportad llr cSadllct.io• wbicll raaoorw"V 

UJ bo clrewD rz- data' •-'•tad bJ' U. SecuriUM ud lrr"'np Cca­

o.l.niOII ill the courea or 1nd.apeodent. i.zwMt1&at1oaa. !be total. -

eto-r. tor AMrican imw- aboul4 be -•idarad •. •n•• aattaata. 

It lboulcS bo •pbuiead tbat tba abon fi&ura• tor AMrtoan imu\­

&ent.o represent raoa or atotad 't'al.uae wbicll bear littla relation to Ml'­

ktt or raali .. ba ftluaa at tba ~r .. ent tiM. In tba oua or porttolill 

imuwota, wbich account tor u-at .,......,, tba tokl, tba tiprae 

tor the Mit part raJraeent par -..J.ue or dollar bolide . GenoaA bollda 

ud aecuritiM or GaruD-cl..tnatad HrritoriM an, ot colli'M, - Mll-

1llc 011 our ucban&u at but a btct1oD ot tbair par ftluaa. Cooa14eriD& 

tbo aituation ot the -..ican boldara coll.aotinq, rejiiijwtl ud _._ 

tiutioo or aar-n bollda baft bMD necl'c!ba ill recao\ ,. ..... an4 it. 11 

bellnacS tbat a1nea tba war ... poaro~~u .. tt¥r r-ip ~. whiclr. ..,.... 

tor.rl,r a "W7' taportant. ractor, baft pNOticall,r oauad. Lil:PiM, 

tbo tisura tor obon tar111 cradite rapraaanta • prinatpal _...t ot ill­

delrtecSwa, ao 1 st•\o pii'O&JI&CH tt¥r the ra~ ot wbicb IIXiat, 

al~b I.Jltaraat thereca 11 tor U. -' part. beiDC maaodl,r Jl&14• 
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The tiaure for .laericaa direct 1Dnet.ata 1e f or the -t put baHd 

upon book nluea u reported bT toreiiJI aut..1dl ariaa ot '-er1C8Jl 00,._ . 

poraUona. It io cl.Mr that thaee book ftlua1 ha .... not bee written 

dawn to ratllct a conception ot goinc concern ftlue lllld.er tha wu:ert.ain 

conditiona which ha ... preftil.ed 1D !lerme.Jv' durioc the laet decade, .,.ch 

lou the iapo.ct or the present war. 'ftle to<iot.ence ot war, tolloolina • 

decade cha..-cteriaad bT W>Certainv u to the tnture ot toraip izmsst.­

wont.l in Cena.Q,y and the operation ot a r1c1d axchance coot.rol ralt.rlct.­

inJ rapo.pent ot capital and the transfer ot int.areot and e&rllings, 11, ot 

course, the t..eic fact which render• ort1tic1&1 azv ticurea tor .l.::erican 

i ll"festaent.a in Carmany and occupied terri tori .. which are based on tace 

or book values. 

v. 
1be total aaaet.s on the Gennan side ot the accOWlt 11 about J2,124 

111l.Uon1 at the present stage ot GeruD eoq>an~ioo. '!'be total i n tb.a eaoe 

or pre-war Gel"MJJi1 wae o~ eo,. $116 ailUona &lid, ul"llllill& rurt.ber auc­

cesstul upanaio:> in all d1reet.iona, would t.. about $30107 ailUona. !!>e 

p:rapooden.nc:e ot no~ aaaeta propc- in the accOUAt 1a thue appo.re11t. 

tlOrtOTor > &I lhown in the &eo~eal brMJa!OIID 1D Appendix "11° > the dit­

terence b&twee11 tb.a CN1"r8l>t figure on the one band &lid the pre-war &lid po­

tential total• on the other, 11 eubet.antiall,y accCIWltad tor 1D the f<mMl' 

case by the inolueion ot Dutch aasato and iD the latter br the iDcluoion 

or Swiu assate, uwnt.in& to $1, )86 &lid $1,261 ailUona raapacti-..1;( • 

Solcian and Swad.ilh auete in the Vaitad St.& too, al>oo.tt $4 76 and $)10 1111-

liona ralpacthel,r, are &leo .W..t.antial. 
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These tiprea are large~ be .. c! on Depe.rt,oeDt ot c:-.ree ootaatea. 

111 contraat to tho fiaurea tor .AIIel'ican iDY .. taenta diaeuaaoc! UDder •nw, 

h ... ever, the a bon tieurea represent a.ln1oNa eataatea. lloreover, thq 

probebl,r W>deratate the Geman position to a conaiderable extent. Be.lanea­

ot-~ant atudioa of the Department ot Coc.erco show a large residual 

it.& tor recent :yoara , UIOUilting to $1,000 allllona or 110ra e.nnual4' 1n 

favor or tho 11Di toe! states. This it• cannot be brobn dom and allo-

CAted aa between clllTIDt t.lld capital. aeeOIWlt but 1n larca -"""' probe~ 

reproaonto w>roportoc! capital innow 1nto thio ooUDtJ'7. .f. aubatanu.J. por­

tion or such UDreported capital innow could rN.aona~ be aJIBignod to tho 

rich present or potential. rlcti.ea ot Gert>IIIIY , port.ieularl,r Hollanc! t.lld 

Slo'lhorland, the propenait;y ot wboae national• tor uooatantatioua~ aend-

1n& 110ne;y &bronc! for aa.fekeeping 1o ootorioua. Tbio reaaoning, al.though 

by no MlUII dotel'lllinetive , poiDta to tho oonelnaion that tho above fig~~rea 

tor Gen:ac aaoeto 1n the t1n1 ted stat .. are Wldareatiliat.. . Tbia eonelu­

don p1na aupport rrc. prell•l n&1'7 tebulatl.oaa ot tho aaaeto o~ eertaill 

couctrlaa iiiYolYoc! , Densarlc, Jorwq, !bo Jetherlt.llda 6lld Belgiua­

Lwceo:bourc, oc tbe beaia ot reports tundahac! poronaat to reeact exchallc• 

control ~:eaauroa ot tbo 11nitoc! states. Withdrawal. by Oen;a.ll7 ot 110at ot 

the aeaeto here wbi oh she direct~ cootrola - 1. e., the $116 aUliona 

attributable to pre...,... Germa.t11 inoluding Danai& and l'olanc! , - would be 

a minor otfaetting tactor, it recent ,..apeper reporta to that effect be 

true . 

It lhould be •pbu1lllc! that tha above tiaure• tor iJiftataeDt on 

the GeraD lido or tho eecouat, 1n coatraat to tho til""" tor iDY .. a.nt 

• 
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011 the Aaer1...., aide , diacuaHd UDder •n-, r.~t, 1a ·~. 

det'l.ni~ ....Usable ftlu.e. !M f'oJ.lolliDC IINU:dOWD of' tbe Clln'Ct 

total ahowa the relati.,.. uniJaporteDCe of' dir.ct lmeotloellte 11 c~ 

n th portfolio innatloenta, tbe f'ij!Ure f'or which w1ll approxiaate cur­

rent aarht Yllueo f'airq c:loee:IT, IJld with tbe it•• of' cold IJld dol-

lc.r bt.lanceao 

1. Securi~ boldlnc-
2. zar-rbd gold 
) . Banldng f\mde 
4 · Dire<:t lmestaente 

$ 718 llillloaa 
S6l • 
497 • 

_..,348"' • 
• 

Aa ahown 1A AppeDdi.x •D•, the relath•e iaport&nce in tbe total of' tbe 

it• ot cold and dollar balances woul.cl incrMae 1n the eftllt of' further 

Cercan expansion. 

On the other band, the extent to which ~.,.y be able to real-

1" upon aaeeta 1Acluded in the OerMn aide ot the accOUDt ia probl-

atical. !lccept tor • .,... $100 aillione ettribQtable to Cenoaro' proper, 

ell the a11ete included in tbe current total blloac or did balcng to 

Yietildzed countriea or their netiCIIl&l.e. A nbetantial portion of' tbe 

total conoiate ot oUicial gold r.aenN IJld ballk t.l*nua 1Uidwr tbe 

CODtrcl of eaigr.' gotez-anta IJld U _, larpr portiOII probablT ~ 

alate or aoaota embodied in aecuritiea or t i tle «-ta which ~ 

been destr07ed or r.G'+ed rr... the r.apecti.,.. countriea ~ pri'Rte Cllll>­

era. The extent to e bicb a.~ -:~ be IIICCeaet\al 1A eetablilhl nc ccm­

trol OtOr IIICb I llata, ~ Htbodl e1ailar to tbet applied to ber .... 11&­

t.icaah IJld rafllc-, IJld 1a tbe AUtr1u ud Coecboi1Ciftlr:1AD 11 W.tio,. • 

• 

Regraded Unclassified



- 11-

collllOt be tonotold . ltllch w1ll Wldou~ depead 011 the nc""op control 

adldlliat.ratioo alld other action wbich the Un1ted Stateo ~ tab. 

VI . 

To nocapituate certain facts prenoual,y noted •1th reference to the 

position of the United States on capital account Tia-.a-na Greater Germallra 

It M:f be aal..d that there 1a, curnontJ,y , an excaaa or American inveat­

r:oots onr asset& of~ and ita rteti.u, oo4' 1t war debts are in­

cllldod . 1M curnont balance o£ about $SOC) a1ll.1ono in f aYOr of the 

Uoitod state• ' which COC!pe.rea w1 th • f&Torable bel.a.Dea or OTer $2 bil­

lio.a 1D relation to pre-war Gerl:l&aiT, lligbt be renroed in the ennt or 

l'urther expo.naion by Ger11:a117. It war debta be elillinated, the current 

llolence 1a uofa-rorable to the t1oited stotee 'b1 about tl, JOO llillione, 

controst.iog with tho favorable bal&nce in rel&tion to pre-war Gei'IIIIJlT of 

about •J40 llillion•J alld this u.nta-rorablo bal&noa lligbt increue to al­

&ost t 2,700 llillione in tha &Tent of turtber Gen>&n expansion. llore<lnr , 

thou tigureo U.Oat. certain4' underat&ta the extant to which the bal-

ance 1a or would be u.ntaTorable to the Un1ted Statae • 

.l realiotic appraioal. or the t1oited Stat&o 1 poa1Uon 11 ditficult 

iD d ow ot the artUiciality of the fir;ura for Alrerican inTOat&enta in 

controat to the figu.re for Germao alld Cleno&ll.-dooainated uaeh which 

reproeont eurrontl,y realillble Talueo. .lnlf cinn tiauno tor Alreriean 

invost.10onto in cr.ater Ger-.JIJ 1a 11gn1t1eaot on4' ae a _.,..... ot 

clai.u lbiob M:f be aaMrted in the future, or ao ao indicatioo of aoaxi­

a.ua potential worth uaulliD& a return of p-.u alld a Ger-.n:r with a wil-
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llJlPI•• and the capacity to pq. It 1a, of courae, iapoelibla to nal­

uato tboao ill'f'estmente on &lV' criterion ot real.i&able 110rtb in the un­

foreeeeahlo future . (*) 

OD t.ha otllor hand, in appraioing the pool tion ot tho On1te4 Statoe, 

H flll1 be appropriate, under certain coll41t1one, to aaaip a ~ 

a~l .Uue to tho whole Aarican inYeetllont in Go~ and in eoun­

triet which it llA;f clomnote. Such conditione 110uld a:iet 1t the Unltecl 

steteo c;o.er,.ent ahould lose all eooticlance in the pot.entiel good t..Sth 

end capac1t7 to 1-.r or a post-war Gen:an.r and, at the ,.._ tie&, antlci-

1* to that o.m&n.r woulcl contiuua to ciOIIinat<- other natlona whlcb it JJq 

occuP7 , tor an 1ncle1'inite tuture. UDder the circuutanceo, the Onitecl 

Stateo could oolze and satiety out ot tba auete on the Gel'llt.D sicle of 

t he account, all claima of American print• in-..otors at their . .,.,.,.,,. 

fair oalue, ancl alto part or, it Cerman.r ohould expand rurthar to include 

S.1turland, all or the war debts of c.noan.r ancl other countries concerned. 

It oboulcl be recalled , howeTOr, thet the atatua of the bolanee ot account 

a!J1cb woulcl Mke ouch couree practlceble - 1. •·, the tact ot a subetal>­

U&l bo.lance qainat the United Stotaa - ia entireq due to the incluaion, 

on t he c;.r...., e1de of the account, ot aaoete beloncini to the rlctiaa of 

Coman aggreeoion. 'l'he extent to which the -ra or their goY&r~~Mota, 

C•l'lll&l\Y , or the American investor in Germ&I'IY Mlf nentuelll benefit trom 

auch aaaott 110uld .... to depend largel,y on the poliq 'tlbich the UDitecl 

Stetea mq adopt. 
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!be reln&llt iDdebtedl»ss to tho UDitecS Stat .. Gonlraaent of the 

Cel'IIIJI aDd several other goTerlllellt& "oncern..! , 11bich arose out of or 

u en otterNth of the laat war, is C>Urnnt:cy (*) ae tollm!ea 

1. Gei'IIAey proper $1, 264 millions $1,264 llilliona 

2. "'-ar G•rm&l11 $1,456 • ~Austria 26 • 
- CtecboaloY&kia 166 • 

~ • 
) . oreetar Germ&l11 

within present 
(Pol&Dd 178 llai~a. $2, 092 • • 

-(Belci .. ____ill • 
2,092 • 

(Greece )5 • 
4. llittol Europe $2,256 • _(I!Unif.l'1 2 • 

~RoUllellie 65 • 
l\lgool&na _JE. • 

~ • 
(1) ~ebtedneaa ot Geraagz: J:!:OJ2:!!· 

Tbia i.ndobtecSneea, aone $1,264 millions , conatitut&a a prepoDderant 

or eubetonti&l part ot the ahoYe CUIIUlatho total&. lor reaaona noted 

below tho UOW1t of auch indebtedneaa 1e DOt eo.perahlo with alQ' figure 

for pri nte ianatoenta aDd, &lthouch CC>IIputed cc a baaie 11b1ch 1a cor-

rect h-oa a l&c&l aDd eecounti.JI& at&Ddpoillt, would appear artificial J 
..,., intl&ted. 

Ill the tirat place , tho dollar equinlent or tho indobtedneas, which 

ne t:lxed in llal'lca in tbo l\mding Agrooo;ont entered into with Gei'liiiJQ' in 

19)0, bee been ... ..,. wbet&nti~ incr .. eed clue to tho wbeequent devalu­

at ion of tho dollar rell;tiTO to tho ...,.t. 111 tbo eecond place, tho i.ndebt-

(•) 11. S. 1'reulaey Pllhlic Debt St&teunt, llarch )1, 1940. On4' toro-thirda 
of tho Pol1ah clebt 1e included in n. .. of the partition of tbat COUDQJ • 
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ec!DMI properlT coaaUt.a 1D u olllipt.lon to Mb .....Ut;J wwte _. a 

period of JIUI ratur thaD the CoanDUcul obl.iptian eabodied 1n aa 

inter.,~l>Mri"C bond. 'ftle UCW~t of IIIIOb W.'bted-• eteted aboft 

1o the a~&&te or the required amndt;J po;JMDte pl111 a relatiTI)T -u 

aaCWit of Wlp&id intareet whiob baa accrued caJ;f beO&UM of datault 1n 

..,.uns required annu1v po;JMDta aDd ct ... to the ROOHr ..... tori... IIOre­

anr, the eteted total h eubjeet. to reductiOD 1D cartaiD cooti.llpDci .. 

under the acru llllt. 

Ill th1a CODniCUon, it wUl be DOted that about ~ a1.ll10D1 of the 

orli!-1111 inde'bted:lllu waa Ul.ocated to dilobarre ,cl.ai.lle of the Cl<werD-

""'t on accCWit of the coata of the American Ar-r of Occupation. n.. 

balance, about $850 allll.ona, •• allllcated to cliecharre public and 

printe olaiu Wider &djudieetion b)< the Jl1:ud Cl.aiu eo-l.edon - about 

$250 111lllan1 to aatie~ ela1ma of the 'O'IUted statea G<wer-t and about 

t6oo 111lllone to aatilt)' ela1ma of .&Mrlcan ~nte c1U&en~. !be uOIIIIt 

allocated to aatilt)' aixed cl.a1u aarda - ....-. than tooo-tb1rda of the 

stated total - woul4 be ~· 1n the neat all aixed cla1u a'08l'de 

aball b& .. been aathtied, by ... .,ellaUon of -ta ~ due on out.­

•tandlnc bonda . !be 11Dited st.t .. Go+• mt baa receind cal;r about 

$50 111lllODa on acoollllt of Artt11f coet• and not.hin& on a1xed c:l.a1u awardl . 

It 1a •1cnU1cant, boe..,..r, tbat the "''•1101 0\ln'lnt)T d\01 an a1xed 

claile ••&r:d• to Allerican printe ciUMna, pl111 tbe .-lilt of eucb a'08l'de 

• bout to be certified, 11 1n the neJ.&bborbood of onl;t tllS a1.ll10111 • -

o.or, - f7l w1ll1-~ due ~ aat~ Oil w.r cl.a1u, .. 
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doterll1l*l ~ tbe War c:J.&1M Arbiter, 111811\ 'be otfMt ap1DR tbio f1ca:re, 

.UthoUcl> a1a4 e>J.a1u awardo are i.Dta:Nat-~ alliS a r .... &warda 

oA1 1uu 'be &Ide .., that tbe .-mt enzat~ ~ble CI&III>Ot JIDir 'be d ... 

terain~ , tM d1acrepaD07, 'bet-D thio tll!S ..ulio111 ticure alliS the $600 

ailllODI !ace uoUDt or boDda allocated to aatilt)< awardo to .PericaD 

printo citiuaa, obrloual,y 1Dtrodu.,.a enotber eJ..eDt or artllicial1t;:r 

ill t.ba oto~ total or Geran i.Ddebtec!Deoa ariiJ.Dc out or tbe lut war . 

(2) 'lar indebtoclwa or other COUDt!1, ... 

Tbil i .ndabtoc!DIII to tiM lblited stat.. 0otLWDt1 ditt .... at ill ort­

PA and oatUH troa the war i.DdebWdlle .. or GerMrv' proper, 11..,... ~l.T 

e .. parable to .PeriC&D print& i!l'nat.eDta. '!'lie i.DdebWdlleal or - .......... 

al e01111triea, tl.ncl Wider naJ*)ti" tWidiDC ~DU eotered illto ill 

the earl,y 1930'•• 11 repreaelltad bJ 1Dt~Hat-beuill& dollar bondo. The 

indebt~DIII aroae aa the re.W.t or cub adTanceo ~ tile Uldted state• to 

alli~ COYerDIIDto Mde botll before &Dd otter tbe Anioti oe ror tbe pu.-. 

~· ot uailtl..t>c ill proaecutioo or tiM war, alliS u a re..U.t or ~t­

.lr&Utiee aalee bJ tbe Uldted stat.. or wrpltla war Mtar1ala aJIIl reliat 

suppl.i11 OD credit to allied &Dd otber cowv-too 

'1111 Uldted stateo baa illtol'Md ~ tbe\ it rill look to tbe Ger-

11111 Go.,.,._t tor diacbarp or tiM ,,..trieA debt but baa 110\ taka o1111lar 

action witll reopeot to tile tlotbte or otber oouDtrioo OYUTIIJl '117 GerMrv' • 
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....,.,... OJ' POII'I'IOI OJ' !1m OI1TID 
S!.&nll 01 CAPD'.IL ACCOUJif .. ~ 

GIIU.TIIt GI!IIIUII. 

126-'( 

Jel AM. in t&T()I' 
.&Mrican iDYeet.- O.rua A1111.ta (,t) cor ~aat 
MDta 1!1 '4-ift[~f-l the u. s. 

Ill 0118 old 

1. ~Proper $1,'104 $ lOO I $1,601,. 

Aut.rU 

~~ _3 CMCboa10'1ak1a I 4)1 
PolaDd (.) alld Dm&1& -

2. l're-'ll&r Gera!V', 1!1-
ollldill& Polalld. aDd 2,151 116 I 2,035 
Danai a 
l)eDII&rlt 104 57 ~ 47 
Horwq 96 89 7 
ltthc'lallda 30 1,386 1,356 
Belaiua-t.uxuboura ~l1 ~ 1-~ 

3, er.ater a.rliiAIV' w1 thin 
present 11JI1ta 2,912 2,124 I 788 

Slritstrlusd l5 1,261 1,246 
Sired en 29 )lD 281 
II\IQpJ7 ~ -) 
RollaD1e ~ 118 

12) 
~ -) I )17 
JUaoaleYia 98 _;;:d are.c. 59 

4. c.r.u 111tta1 llaropa .,,., 13·707 - • 422 
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~p~Mix •a•-continued. Page /2 
£NIL"<d""n of Position or t he United 
:t . tes on c;api t&l Account via-a-na 

Greater Cem&.l1Y . 

II. Excludin& l'io.r Debts . 

~ 2£ -Z 

Balance in favor 
American invest- Cerl1>8.n Assets (,t) or ageinst 
menta in C..nnaqy in tile u. s . (-) the o. s . 

(In millions or dollars) 

1. care~aey Proper $ 440 • ~ 100 I .. 
v 340 

Auatr1a _l ) 
c:echos1ovald.e 16) I 61 
Polnntl (*) and Danzig 

~. Pre-•ar Cer->&OY inc:1ud-
inc. Poland and t&nzi g 517 U 6 I 401 

tennar;c 104 57 I 47 
Noruy 96 89 I 7 
llethorlnnda 30 1 , 386 1,356 
eeleiwo-tuxembourg ___1l --S12. - __ill. 

J . Cronter Germaey within 
present l iJnits 820 2,124 1 ,304 

SWitzerlnnd 15 1 , 261 1 , 246 
SWeden 29 )10 281 
Hun-;ary 52 I 52 
Rou=e.nia ) 

53 
12) I 41 Bu1Lui a ) -) 

.TIIgoslsrta .)6 I .)6 
Creeee ~ - I ~ 

l . ~men W.tLel Europe ~ $') , 7(11 - !2,678 -

(>) On4' two-thirds of Ar:lcrican inveatn:ont• in Poland are included 
i n view or t he partition or t hrt t country. 

~ 
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IJ.!1IRI OF AIIIRICAII PRD.&n lli&iiiiDf II GRU.TDI 
CllliiWJ 

., Zl J! 
Po~tollo llrnet.Mnt.o Direct Ill- Short-t...-. 
l.o.i'plr dollar bondo. Teat.ont.o iDTootaont.o Total 

1. ~proper 

CIA a1lllo.,. or d.ollaro) 

$228 149!1 

2. Pre-war C.~ 207 261 49 

) . Groater ~ 
within present. llait.o )91 

4. Coru.n lll.t. t.o1 
Europa 491 8) 

!/ Dopartooent. ot eo-... ee, St.at.ua or 0. S. InnstMnt.o in Forel.in Dollar 

Bonds , !IDd of 19)9. 

Y Dopart.ont. ot c:-ree, I.MriCIJI Direct IATestaent.o in Far~ c--
t.rieo - 19)6, 1938. 

J/ 11. s. Trle11U1'7 figures, April 17, 1940. 

!J/ 'l'b1a figure lae1ud .. e~~orto-t.<.r. 111Te8t.ont.o in Auatr1.a. 

j/ I'ocludill& Polud &lid D&nol.i 1 in add1 Uon to Auat.r1.a am Caeehoolo...t1& • 
~ two-t.birda of the Aaerie&ll inr .. t.Mnt 1o Pol&Dd inCluded in 

now at tbe partition or t.bat cO\IIlt.,.. ../ 
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v 
s-zrit;)" 
bo141np 

,. GrMtoir a.-­
MIV wiUW. 
pre..tU.... 

25 

ita. 711 

4. Gano&a ltl. ttel 
lllropa 1,288 

"' 'D,. 

il . J/ !I 
Bonld'll llluw.rbcl Dl.J'ect b-
!!rr'r t!i" "rt·zw 

(In llillloDII of doll&ra) 

• 21 • '10 

497 

!I DaJ~VtMat ot c--oe eet.1atee t~~~~r .l.llpn )1, 19)9. 

Y U. s. 'f'rMnr7 nc-, - 11, 19-40. 

'J/ IOUCb aatiaw 

126 -b D 

11.6 

V Illcl1111.1ac r..lAIIIl ...., Dla.a1C 1a llddJ.Uooa t.o -.atr1a ...., ~. 

Regraded Unclassified



126-!.t 

Regraded Unclassified



r. 
Th• O>.Htinc. forei(.ll i!Ylebtednese or tho Ol d Pe1ch is ~he J·es..J.t 

t~ :: ,., ~ht. entry !n~o fore• or the Dllte~ .lLn. This ern eu.ll::.iMted 

> in the re1thborl:ood of 25~ to :;o .. uuudo or fe1er.u.r<s, 

th t1cn e .J.lvt~ent. o; E~ e :o: to~: billlona. In ac!ditie! , a su~ 

e • 'c 1."\U·~ties by forei cners occurJ·t-d durll'C t h1& period . 

•.., "':er· u:;· , raccoun ting for s.L .os t. half of t he Above t.ott.l of Geri.any' s 

l11< lrr~es l 1ntenv;ti orA1 cebtor of the Unite' ~t<.tet . I t has 

t. e""t~~. tee tM.t. A:e:-ica.n ;>rivr.te !.nve~.t...enl! in C.r~~ , incluciing 

. ... :t.rolio, short te!- and di.rect. i nves.t .. t!ntt , o-our.led to about "'~ ,{00 

-tr! ... a at. the end or 1930. The s.:r.er.:can tr.Yest.:.er.t. co . .sia-ts !r. t.bout 

!>u" (...., ) ' t;\6 direct investments of ol:,~t r225 :nil:ions bo!.ng reln­

t:hl:· & 1.l~~or it.olil (+M). eonsicieriut. t.hal t.he dollar t.rMIChes of 

'the follottin.; &CCO~t is l.l'~l'lsed Ul"'Jil "Cer #1~" £ Foreicn 
In'tl t"laess• by c . F. s . Fe>rlo , 1935· 
Ae~o"li 'b to t he ~ig£in Re?Qrt • 
':'he '""•flll.rt..=ent o!" Co::r::e:--ce ~tti'7.,.L.ted dir ect. invert-et,t& &t 
:~17 !tillions et the en<i of 19:'9 •n.l ~<6.: dlliuns &t t..>1e end 
.~ l"J:; . 
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u.. Do• .. ....s 1011111 1ou1e w u.. W eb -w w ....q .-.~,000, 

1t will be DOted that br tar tile ll'Mter portiOD ot tile ].au ._ 

aode to print• corporat iCilo and oubordillato public bodiaa. 

II. 

In t he h11to17 or default 11h1ch followed th1l orffT ot external 

bon'Odi!C 1>1 Ge.-'1\' , there u:r be oipdticanca tor the future stetua 

ot Gel'MIIJ 'I toreip creditors. !'he 110ral., 1t &rlJ', u .. 1D tile da­

t1Dct1Y& treai.MJit accorcled ditt.....,t catocoriaa ot toreicn ~ 

xent in GerDt.n;r, but, ~tore illport.ent aDd cut tine acroaa auch dia­

Unct1o~ , 1D the diacriiW>ation bet"'"" creditor& alone national 

llnoa bued upon the degree ot preooure their reopactin co.......,..,to 

coulcl brine to bear. .&aerican eredit ara and J.nnetora, 1D particular, 

have boon oubj ect to aucla diacr:l.mination. Before aket chinc the col.li'a& 

or default, brief ooto should be made of the tonoal status of both the 

Cel'l:l&ll and DOn-GarllllD ind.ebtedneoa rith 11h1ch .-. are coneerDed. 

m. 
A.lide !'roe reparation cl&1al to 11h1ch GerM11J t~ objectod 

t'roa t he outaet and which ware t1n&llT, 1t UDotticiall¥, buried at tba 

Lauu.nna Coofereoea in 1933, ~ ba1 oot otticiall¥ repudj.ated &r1J' 

or the external indebtedD&lla, - her public or prin to , ot, or eo~ 

f1acated !oretco direct i~~nataaota 1D, the Old bieh (*) • lD tba caee 
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of tbo lona: t.eiW debt tor illataDco, llbich bu tvecl _... ta.a otbu 

categori•• of inn st.ent, the a ....... ao.w ... llt , iA ap1te ot the l&ai 

tJ>eda that oot ool¥ the Dawes and Iounc 1- of the ~ich but alao 

tJ>o accWIIUllted COIIIDarcial debts of Oe%'111&117 were ool¥ repe.rationa a 

dileui••· hal been cooatroined to recoiJliso tbet tho D&••• and rounc 
loon• are ootit led to special conaidoretion and to cuarontee eenico 

of f'wldi na: boocls iaalled-to diacha.rgo 1Dtoreat accrul.Ac on the rOMiD­

i!lllo!ll toni debt . llbat Geno&n;r bee dooe, 11 later dot&1led1 11 to 

restrict drllticall;r, b:r exchall£• control and other _,., the tl'SlllO­

tor or earniJl&s b:r foroip ilmtstore and ot debt aonico b:r OoruD 

dobt.ora, whil e uintelolng serrlco iD part on tbo Dawoa and 101111& 

losna of the Reich. 

Thia Oerlllall syatea was extended to include the AWitri&D and 

Sudetenland debtora . Liaited transfer tacWtiea wore Mde anilablo 

to Ellropoao creditors iD the cue of the federal debt of Auatril as 

••ll as 1n connection with the iDdobtedoeaa ot printo and loaaer pil'b­

Uc bodiu of Allartria and the Sudot«ruand, altb<Nch the Qora11 c-orn­

Mot r et\laed to us ... direct legal reapooaibillv tor the Auatri&D 

federal debt. In tbia cOIIDection, boor....r, ,&aeriC&D creditors haTe 

receh ed oothina:• Altbouih the Qeraan QO't'orDMDt et ooe tae appeared 

nlling to do aoaetbing abOut tho AaeriC&D holding• of the aon-tedoral 

debte of Au.atria and the Sudotonlam dabte and entered into oasotia­

tiona Oith tho Bolldholdero Protecti n eouneu, t oe. , with respect 
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tbento , 1Jl 1939 it witlldrn a nciatratioo otat..ut P'"""DC witls 

t.ho Socuritloo and kcbanp c-ioolon 'llbicb ralot.! to tlso u~nap­

tion or t.rt.noi'er oblieatiODo bJ ~ Reich wi tis roo pact to thaoo debte , 

It ohould ~ not.! in t hie COI1Deetion, IIIOl'&Oftr, that nothlnc wee of­

fered .Aaerican holder• of the Awstrian federal dobt h opito ot the 

foot that tho 11D1ted Statoa, lllte othu intoroeted CDYornunte, bJ 

ton:al.lt raiainc tho io.-... with ~ ot raepoaaib1l1t7 tor Awst.r1an 

indobtecl.oooo, in oi'.J'eet roeo8J1lsecl Co.-o IOftroiiJ'V OYG' Austria, 

!o date tho 11D1t.d Stoteo baa not ll&do tOl'Ml. protoet or outerad into 

oesotiatiooe with reepeet to -.rlcan il!Yeot.enta in territories oecu-

pied b7 ~ except in t ba caae ot Auatrio, Ao roprdo all cat.-

goriu or non-federal, aa diati.Jliuiahed !rota federal, dobta, it ohould 

~ noted thet dipl omatic precedent apparootJ.¥ oxiat o tor to:ru.J. pro­

teat and cl&ie on behalf of the torotan eraditor without illlpl;ying 

rocoBDltion or a el>anp in tho legal atatua or torritorioo -~orbed. 

NoD-rocOSD1t1on, boft'Yer, undcubted.Q' oi'i'ordo ~a torw.l ~aio 

tor ondiac roapoaaib1l11;J it tho queat1on lllould bo raioed 1n tho 

eaao ot tho federal dobta of preaout and potential rtctiu, boldlnp 

or 11111ch conatituta a -Jar partieD ot tho total '-riean iaft&-.t 

111 thoao couatrioe . In II11T eTOot, tho otatua ot tora1p inYoat..ente 

!l!l«<'el.l,r in torritariea other than Auatria and tbo Sudet.,.Jonc! • which 

he .. ainco co110 under ear-n d0111Dat1on, boo not ~ac claritied. In 

tbeao lituatJ.ono , tba queoticm ot local roopono1b1l11;J under intaroa­

tiocal law 11 c•pllcat.d not oal7 b,y non-racopition OD tho port ot 
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the ajor iD'f11ot11lC coulltriea , bat br p.J"tition and the aw-rival ot 

"' former or olliere COftnMDta or tbe orlciMl dobtan. 

IV. 

'!be iapoaition, followl..ni tbe ROO"rer aorotnri~a on ,..... dobto and 

roporot.ions , or exchange control by the Brlleninc Gon:rnaent in tbo 

,._.,. or 1931, in an att...pt to check tho outnow ot capital -

po.rticularl,r the withdrawal or foretcn ohort tera fundo under ....., .., 

a considerable ac:alo aineo tbe ..., York stock II&J'ket croab in 1929 and 

I:UCb accelerated followinc the collopee of the ~editanatalt in April, 

1931 - IUU'ke the tiret atop in Qolrman default. 1'1111 aon, ~ 

_,t«< by tbo Standotill A&t-•ta llh1ch prot14ed for the a&intaDonce 

or the existing 't'OlUIIo of a subotant1&1 part of ~·· foreign abort 

term credit anilabillt ioa and which restricted transfer of capital ro-

po,)'W:anto on outatandl,. credJ.to , led to tho acc-.latioa in tbo banda of 

fore1Jll&rs of bloelced .ark accOWita reaultinc trOll tho cradu&l liqulda-

. · Uon in l!'cal CIDTOncy of Geraa'IY' • toreicn abort tara indobtadnoao. 

It oboul4 bo noted, boweYor, tbet tbe initi&l doaill' and effect ot 

tlloao MUUro& no to roatrict tho ropo.tr1at1oo of ..:S.acel.lo.nooua tor­

alp inveataeata and of foreicn abort t.era capital, wbicb, aorooftl', 

contillled to now out of Ge~ on a eoneidaroble oc&lo aa tbo edveroe 

tftoct of tho world depre .. ion on GerMD 000...., ine..-...cl· Up tmtU 

tho declaration or a tranofu aorator1ua in 1933, followini tho rieo 

to poorer of the llub, tbe tronafu reatrictiono roaultinc trOll a­

change control and tho stand.etUl .....-u did not a.- tho coo-
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DDtation ot w>ilateNl datault, aDd the intereat on mart ten credit. 

u well • • full aerriea on ill extemel bollda bad 'bMn ..t. in torelp 

currencieo tv t.ha Reich aDd othc' a.r.&n dabtore . 

AlthO\IIh pr.eeded b:r a eonter.nea with r.pr.eentetina ot extern­

al cr.ditora , the coaprehenain tranater &Or.torl~a declarad JUl7 1, 

1933, ·wu a w>ilateNl aetiOD of the Cal"MII OotatWolt. !'hU ..,,..tori­

.,. applied to practi~ ill DOn-Raieh atwnal illdebtedJ>eaa acapt 

debts COTIHd 'b7 the St&Ddatm ,&ua .. nte, and _. llll!'Pl-ted .. 

paaoace ot a law wldeh had the erteet ot r.di~ alterinc tile 1eca1 

obllption ot DOn-Raieh Geraan dabtore. !b.ia law Nl.i..-ed the debtor 

or bio obllption to pq in foreip eurrenciea and required Ida to 

&alee all debt. oenice ~nts in Raichaarkl to the Z:onnreionskuaa, 

a apacial i nstit ution created Wider the control or the Raichaballk. At 

this tiM CarMIV' alao aucc-ed in aeeurl.Di mdirieation or tbe cur­

rent Stendatill q..uent and an acr•••nt to .,..pension or ......tiaa­

tion ao the IOUJli l oan. !be effect ot t.heae deTalop.entl &Dd the COD­

claltant t i&htaniDc or the axrh•np cootrol baa 'bMD to cut dOtm 

draatieallT the tr.nafer or ......tnp and intereat on, •• wall u prac­

tl~ t o aliainate HJ'1111..,t or capital (ucapt at l&crifiC:e 'faluaa 

which cont ributed to iDC:rMae GeJ'Mll exporta end cheapen toraip tranl 

in Cermacy in t he prooeae) on, tor.ip iareeteanta in GerMI\T aiDca 

1933 to data. It seMI fair to NT that, einoa 1933, llarMIO' bu 

£1Yan acant consideration to the intareeta ot toraiCJI ilrt'eatora in the 

!onoulattoe ot he' ac....tc poUq and what the toraip inftltor bu ra­

caiY&d bu haao u e rawult or praN1Il"' ~ to beer 1&poll Gonallr• 
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A::>onz foreign i.avest.ors Amsrlcan invest.ore or all cate~ories 

1u v• ou.ffered pnrtieularly trom the se meaeu.ree - the tu.ndamental 

t•.noon bei ng t!tllt , unlike other impor t.snt oredit.or powers , the 

United ~t. ~as , due to its favor able trade bo.lo.nco d th C<>rnoany , has 

Jt toou ln a j>OSiti l:l to br ing effective preaeu.ro to boar . 

; . 1'J',ort tot'l!l Credl tors . 

;a bot• een the cajor cat egories of invest.ore , short tero creditors 

e. lo "'" ler:a credi t.ors J the ror;er C.D & clc.ca hAve undoubt.edl.jt fared 

tie tetter, •• •e.s to be tu;pect.ed in viu; of tho ...,,.., ihtiute cor.nec­

Uon leheen • hor t ter::> ciebts o.r.d t he co:m-et•ci" l credit star.dint: of 

·~r u11; . Also, c wtified front on ~ehnlf of creditors of different 

w li MlHi~e v:no ""inteinod as to the Stondotill debt , •·hich ••• not 

tl • c . e c e ret.nrds other Cb-tegoriea of 1nveatullnt . 

Tho St..ndstill l<{;ree::ents , rene""d fr0<1 ti:no t.o time sir.ce 19Jl, 

co .. <red t.'>o indebt edness too forei£D ~a:1?.o •hlch e.~ounted to o.bout t>o­

~lrls o! t~~e toW short l en debt ot Cer..ar..,y in :.931 . The 5t anr:!still 

t ..... ·itora t--CJ...-e e-o lt.ln.ued t.o rece!.ve current. 1nt.ere£t. at a 1·ate • t ich 

... r6'iuced fro:a t 1Jae to til:le in line \oitb r re•olcllng short t,e,..., i nte!'­

e!t rot••• ond in t he early years received ce.rte.in u ;>ite.l rep8110ents 

iu cui.. The t ubstant l.cl. ~eduction in the u.rk total of t he St.wldsti ll 

: .... t>l1le{~ :taa si hce 19.)1 bas, hor.ever, l&.r..,ely resulted fro:t t he gradual 

,cncoll c tion of u.nused credit linea, the deproci • tion of forei&n cu.r­

renei•• ~elctive to the .ark, and , notobl1 in t ho coee of the A.eriean 

Regraded Unclassified



-·-
~ • ..u tile r.llisterecl uri< •tbod 11b1ob 1Dt'olncl a '"1'7 co11111d.er­

able aacr1t1ce IV the creditor . llr the oale, ""~ ot bloclrecl acc-t. 

acCIDIII1&ted u a raault of liquidation ot Staiiii.UU 1D4e~ 1D 

loul c11l'ft!IC1 , ot ae>-<:elled ragister.d -.rka for the uae ot tram­

era in Gerii&IV , the cred1wr was able to aeeura r•~•ent of soee 

t1tty can~• oa tha dollar while sube1d1ailll ob .. p tourU~ t.raru in 

Ge-, 111 t.ba .. Mtbodl the Aloericaa lhare ot the Stallllatlll i.a­

dobtedMU waa reduced t'roa abwt $450 a1llio1111 in 19)1 w leal than 

$50 111llloaa Wdll7 · 

B. Lo!!ll t.era Creditors . 

Aa a claao, the lone tara cred1 wra ot CersaJl7 tared the warat 

and the Alaerican, compared w1 th the bondholder ot other D& tiona, bu 

been discr1minated agai.nat. Holders of tile J)o.na and IOWII loans 

wbich UOUAted to abwt ~t1tth ot the total long tera de~, baft 

CODtimlecl to recaift tull interest, except in the cue ot Aeericaaa 

wbo suffered a reduction 1n interest, and a certain &IOOIIIIt of U:Dr'­

tization. l!».ropeen holden geoeral4 of tba non-P .. ich bondl race1Yed 

o:!l11Dt.eroot at a reduced rate aod tile~ l&rr-17 1n tbe fore ot fund­

icg bonds and acrip of the Koanraiollllkuse. In tile caaa of AMr1caa 

hold era ot non-Reich honda 
1 

tuDd1ng bondl bea;r1og a lower coupon rote 

&J>i onl1 tor int.erost accrued up to Jlme, 19351 baft baeD aade a...U­

ablo and onl;r after auc:h delq as w precllllle t.o.tinll edY&D\.ai• of cer­

t.ein otters ot the German author1 ties w reel- tbue bond a at • clll­

count. in c11b. Int.orest 011 the tuDd1ng honda , tba trona!ar of whi ch 
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it gue.nntaed br the ~ich, hae been ..t. ~. 

OD the ot.ber balld, axc.p\ 111 ~i.U ntuat.loaa ..,. 111 Nlat1o11 

to corta1D countriee where Gerallr ._. aubjeet to pu1.1cul&r preaaure 

U>rollih elearingr or othorrln , there baa been DO aotbatalltial re~ 

ot prinCipal em the lone tar. debt.. Bow.,...., b7 the..,.. of blocted 

IW'l< a.eeounto , mich aecumul.a.ted 111 the l!:on.-.raionlkaasa u tbe r oault 

ot pepent iD -.rico br the Geraan debtor, 1D part ~at tor GaZW&D 

Olq)Orts , end •• a result or aubatant1al repatriation or tba fmdinc 

bondo ODd or the underlT1JI& beads tor GarGan ace~, which waa penoit­

tad to secure bends ohaa~ to ••t uort1aat.10D ~nta aDd 111 

C<lllllecticm w1 th Ceman additional export procedure, the toreip bcnd­

holclor "'' able at e haa"7 -critice to realiae upon hia eap1ta1 imeat­

t:ont. In continllation of tbatrend in .,.,idonce Iince tho •1ddle 1920'•• 

ropatriotioD or Ga.-n dollar boDda contl..nued at &D aceelereted pace 

during tbo last decode . It hae baeD ert!Mted that, lar&al¥ aa a 

roeult or repurchase for foreip aCCCIWlt1 the AlleriC&D bol•Hnca ot 

COr.:lall dollar bends totalinc $1,250 .tWoDe 1D 19JO were reduced to 

about $16.3 .tWcma at the present t.iJM, 

c . Direct IDYestunta . 

As regards ~eriC&D direct tnYeataonte 1D ~. or1ai••111 a 

relali'rol¥ .tnor i t., the &Yail&bla tie'~"• abow '"" 1DCraUa 0.. 

t 217 millions at the end or 1929 to $264 .tW011a at the end or 19)3 ' 

toll""ed b,r a deel1Da to $2;28 uwcma at tho aDd or 19.)6. AlceriC&D 

diroct imeatllloDta i .n Ger•D7 todq are probabl¥ .,.batani1&l11 ot the 

...,. ""il>itllde aa at tba end or 19.)6. Thera ie reuon to l>ellen, 

Regraded Unclassified
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honnr, tbat tba ajor .U.r ican controlled ..,terpriaoa 1.11 GemaJ17, 

a).thouah oubjoct , 1.11 addition to tho draati c oxcban&o contrcl, to 

tho l.iloitation on the reto or dividendo ~·bl• which forced the 1.11-

Vtlt.lttnt in GorlallJ ot a lar go portion or a ecUIIlUlatec! aarn1nca, ba~ 

btoD i n o relotivel¥ bettor pooition t ban the Aaarican bondholder to 

,.,..,, .• tn!Uifer or a r easonable return on i.lrroat ec! capital while, at 

the ..,. t.lao, p,..serrln& t!le goin3 concern ..Uue or t.heJ.r proopertiea . 

Tbio I a p:rob<>b)¥ t rue , bo'lrever , onl,y in tho caoo or poo;-erf'.ll ent.er­

prho• ,,~,~o~od pr1nc1pell¥ i n t.'>e d!stril>ltion of iaportec! ccxmoditiaa 

or aorrl.n.; export earkets tron GcrrA&111, aueh aa , tor eJU~J~plo, oubsidi­

orles of Soeoey VaCIIWl OU Co;nplll1 and General lototora . 

Sineo t he nr , Aloer i can bolder a of t."ao Dawes and Young l oans ~vo 

contin>od to receive service on a reduced buia aa 1.11 the past , and 

• r.:~o..U, 1.11 ao far a a .berican interests art concerned, or t he stem­

sti:J. ~ont bas been reported. Due to tho war, bcn<evor, the ;x.sal­

Ullcy or turt.l:or Uquid&tio:> of tba Aaeric&A ehort t en creditors ' 

pori t!Jn Y1a - aale or : egist.erod IU.l'lcl for tl'&nllng expenses would 

80001 vory l 111J.tod . Ukewise, i t is ,..auaod tbat tho positi on or A..erl­

can holders of non-Reich Gen:= lor.ns , who tor tho aost part were not 

rec&1v1na any service a t t he outbreAk of the war , will be adverse)¥ et­

foctad duo to t ho ceesation of repe.triat1on by purcb&ao of bonds in 

our ""rhh which former)¥ etfordec! tho Aaori e&A holder aome aaana or 

Regraded Unclassified
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r.-11&1111 upoll hia iaftatact altboqb at -utoe ftlllooa. !Hmler:ll', 

it 1a au....S tbat th8 4icupt.lon ot OeJW&II trade relat.1aaa 4lle to tbe 

war wl.ll torecloae u.e ot aethoda depeD<Ient 011 auo b trede wbl.cb tor.er-

1¥ provaUecl on a liJiited seale to ef fect putJ.al. t.ranar.., ot .Uerie&Jl 

bloekecl account• aJid 11%'111.tl&• on .lllerican direct 1Dn at.nt D. 
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llllle 26, 1~ 

~ dear lr. BooTera 

fble wi ll aoknowledge receipt of your aeTeral 
lettera of recent date, ae 11eted below, whioh I haTe 
reoeiTed froa 70u and for which pleaee aocept ~ 
t~.w •. 

June 21 - f~ther report on the pr opcaed 
p~ohaee of aTiation gaaollne, 
pr obably for the Japaneae layY; 

June 21 - Report ou meeting of Comaun1at 
part7 1n llexlco Cit7; 

June 21 - Reoent lnatructiona to aeabera 
of laal ereanlaation; 

. . 

. . !27 

~ /j'lllt-· June 21 - fllllcl.a i'roa Ital7 to the l a ,1~ ?f1q/r o 
flra of f oplteu and farle7 lnozl~' 
lft York Clt71 

June 24 - Supp1-utal lntoru.tiou rela- d '/f/4 · 
the to financial aothl u::. /7"' "'lt9/ 'ld 
of the Banca Credito Itali 01 7 
of 1 .. York City. 

'r. J . Edgar HoOTer, Director, 
f~deral Bureau of IuTeatlgatlon, 
.ash lngton, D.C. 

Youra alnoerel7, 

~~I 'II'. 'flfcw a 1 :1. ./t. 
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JCr dear Jr. locwora 

!'hh will aolmolrlodgo reoelpt of rov anor&l. 
let ten of rao•t datot u lhtoa 'below, &loll I llon 
reoohod fr• JOil a4 ror Dloll ploaM aooopt ., thanb. 

111110 21 - hrtlaor rorrt - tllo propo ... 
J,-:ellaM o ••loU• paolbo, ba111J for tile lapouM I&"TJ 

Jao 11 - Jleport .. •otl.Da of c-~ht 
P&l't7 1D •zloo CltrJ 

lao 21 - Reoat l.lletruotloea to -'bora 
of lul Ol'£11Ll~at1aaJ 

lao 11 - 1-.Ao f~ Ital7 to tile lw 
fU. of !CIIIka ud Parlor 1D 
·- tort cit.,, 

1 .. 24 - hppl-tol wo,..tla relo­
tl't'O to flaeaol&l. aatl•ltloa 
of tile ... , CNlto Itoll­
of 1 .. tort Clt7. 

lir. 1. Uaar locwor, Dlrootor, 
Peder&l. llrooa of Ia•outlgotl•, 
Waahingtoa, D.C. 

Jove eboorol7, 

, ..... , • .••• 7 .• · 

l~d 

. ...... au 

Regraded Unclassified
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z .. aa, lNO 

ICT dnr llr. BoOT era 

Thh will aobowledc• reoeipt ot rour aneral 
l tthl'l ot reoct datet u llat.a below, 1lb oh I han 
reotlnd troa )'Oil aa4 ror wbloh pleaae aooept ., 
thl!lka. 

111De 21 - P'uther r:rrt 011 the propoa.a 
puroha.e o aTlatlon gaaollDe, 
probeblJ tor the Jape ... Ia~; 

.rae 21 - Report oa ••tw ot c-ht 
p&l'tJ lJl •doo C1t7; 

.TIIDI 21 - itoct 1Datruot10111 to -ben 
ot Jul orcwaatloa; 

.TilDa 21 - r.u tr• ItalJ to the l a 
tll'll of !opt.. 1114 rarl•T 1Jl 
I• York CltTJ 

1=• 24. - Suppl-tal lJltorMtlca rela­
t1Te to flalaolal aotlTltlea 
ot the Beaoa Credlto Italluaa 
ot I• York Clt,r. 

Your a alDoenlJ, 

ns a••·•• - .,h, 

llr • J. ldgar BoOYu, Dlreotor, 
federal BuraiU ot lnTeatlgatloa, 
l ubiD.ct011, D.C. 

s,.,_ .. , •• 
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•.-.t .._ Ill -.111l¥1 ... 
~ ....... lairid Ill IDitn 

••V••,atL 
haa 21., 1HO 

!llot loaorab1a 
! be hore~ of \be !'re&111J7 
Yuld~oa , ll. C, 

117 4e&r .... .. . .. tU')'1 

lefarcoe le a4e \ o .:r 1aH an 4a\e4 l•• 10 
u4 hM 115, 1HO, wi\b wllicb I \rual\\e4 -1'11114& 
4&\ e<\ hae 8 M4 J- 15, 1HO, nepecUftlT, ooaoel"'liJJC 
\be propooe4 puabaea of arla\1011 -11» 'b7 \loa fll170 
hii:I.TA la1oba, L1aUe4, of toqo, J.,aa, allace41T fez 
\be ua of \loa J.,aaaoa iP)-, 

I • \l'alloai\Uac loarwitll a oop:r of a­
r•41a 4&\a4 J~~~~a :10, 1940, wbioll oo11\11111o a441Uoll&l 
4&\a OOIIOei'II111C \loa - au!>Joo\ •Uar, 

JtiPIOULnu-• 

• 
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Wonr.aUan _. obta1necl ~ llr. • · &. toaon, tal< attomer, 
Soal'l"l tt l»ild.lnc, lan8u Clt71 JUa~, U.. aric!.Ml 1111'-t Sa 
t111e utt.er, to u.. att•t !.bat ltr, !llo<lptt ot u.. ... ou eo.p,u,;,, 
laDaa C1t71 '""~• r.oe1ftd a te~ ...U oo ~ 1?1 1940, 
huo llr, J, R, .. bbl.ett, 1ll>o i.e -tl7 - 1ate4 wiUI U tor8q 
IIUtoo ColloD ot x-~. caut-sa, achUinc Ilia U..t ,. ..,.U 
CCIDtraot t c either 111brieat.1Dc aU or a't'iatU.. caeol.IM bad -
oloaed b)' I'Wr7 1', Seblol\a and :">hoj1 llllt.euUi. w1UI tile Oult 011 
CoopanJ, 

llr, lla bblatt eleo ad'riMcl llr, Lepn U..t tlw ott1c1ale 
ot IN Oult OU Coaporq at 1'1ttobursh1 l'em811'1'111Ua1 are Hll1nc 
Soh.Uta and llateualu a •epot oontnot• , oo,.1atine ot 201000 
dnrle ot a't'1at1an aaeols- 'llt1.11b 1e ta laaw U.. Un1ta4 Statee b7 
J•ly 1, 1940, It 11 beli.lftd that ~ Mla aa •de b7 U.. Oult 
OU Ccaparv to t ba 'Ia~ Sek~ l&l.aba, U rdtacl, tllrwP Solnllta 
endWateuak1. 

llr, toe-~ .mu. tMt \1 dl\1 DO ~ pro~ 
hal t.en _. n u. h1a lJ7 Wta _.llaw-,..w tor u.. purollue et 
ane ..UUoo p.l.l.clN ot a'fi,ati.aD p aol!M, blat thAt he 11 ._tlac 
Schlllta and llat-.ld. to arrlw at '- Ci\7 ftf'7 •hortl7 Sa 
order to OCIIPla\1 Ul1.e ta 1U.. • &1M atlte• U..t ba 11 ,_ 
or t.M opln\oo that tt.• tooo 1nci1Yidllala hen ""' oantaote4 tba 
fhW~1 I'W~ ~ wiUI rat- to tbair ... ot the -
traot, •• P1""1oual7 ..,tlai:IM 11 u.a __., t dl\101 J.- 1,, 
1940. 

• 
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June 2l., 1940 

The Honorable 
The Secretai'l' of the 'l'rea&Ul'7 
llaahtnston, D. C. 

lb' clear llr. Secretary: 

As o! possible interest t.bora 1a 
bein4 transmitted to ,ou bereldtb a C"P7 ot a 
.110morenc!U111 incorporating 1ntol"'lat1on reeei'fecl 
!1"0111 a reliable con!1clent1al aoure• relatbe to 
atate~~ents macle by outstanclin4 msnbers o! the 
Col!llluniat Party ot L!exico a t a party meetins held 
at tho Theatre Hiclalso in llexico City, Llexieo, on 
l.ta.Y 31, 1940. 

Sincerely your a , 

l!ncloeure 

BX SPECIJJ. JSSSrmER 

Regraded Unclassified
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'' ........ lliU * ...v .. - tll.-w ... 
....... hprtC•r \IIIII fe ,_.. att.U \M 0 11\ 
,... ., .... ..u -' .... t..ud ..... \o 

•''-' " II::Ul tnt ... .....S., \loa' \h dor i.e ..s., ...._ 11111 wlll 'M \riM Mtaro • llelti.A 
~ ..... ~ ........ \IIIII\ .. _ , . 

!llllen - ,_.A,_ nne- ~~~ t ............ .. 

~~ ~ I. 
a\ t,M .. ,,.,. !Ml t·f ia \M ..... WN .........U ....... 'J 
,..,.... c •·t.e. 
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Juno 2l, 1940 

The Honorable 
The $eCN~&ry of tbe TreUUl"f 
r.uhl..nj:ton, D. C. 

11r dear llr. sec~ary: 

PmSCIUL AHD COill'mElll'UL 
BI SP!X:UL lll!SSB!ltl!t'l 

I am tranami~~in8 herewith u of 
possi ble interest, a oow ot a memorandum 1ncorporat1De 
informat ion received from a source heretofore found 
reliable , relative to 1natruct1ono recently i o111o0d to 
oombors of tbe Nui Orgtonizat.ion. 

Sincerely JOUrl, 

&>closur. 

Regraded Unclassified



1M .-11 ... '11 18 a dlwlar ..,._ tna \M lUi l'uV 
w u.. ' 1ro1 ..._ ._.. et.., U, U.O• 

~~ ~-····-·-· ll......, adad et pas; 6 , ... ......, ••• ,. 1 s?' ... ......... ,. .... ···----~ •UftlT• ....... a - risrlal 1f- W., c ,...,._ t.e ,.,.., ' a s•- .. : a et 
\M ~ II I. ''II ,...., l'uV attain --' ... lie 
w~~r..uwt·• s' Ill.._.._.._ 
s..u. JMollr ,. .. - w ......... ., ....... 
,., act...& el , .. wUilrldfe 6*'1111, ...,..u_ 
ot 1U _._., wltMa : - ..,.... 18 Mt'.. • 

.tJ.l ...... ·--· .. ..,. -"- el- Sa ....... .,.. ... .u ... 
P-l•l .... la Sa -t_, WI "e .. , ......... -· 
- \oe M WT l!r II·- pri ..... ~· 

acnt•-~ , •-· ~ u 
l.U\aiec·" 
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13d 

heat :r.o .... 
fot Y.Ural ·-!aU: ot .... Toft 

Date t """'" 26. 19llo 

RoforoDCt ~ ov prnicro.o oollftr .. uoae w "" 41-•M4 WiU. -'-riou 'be.llb 

Ia Lotl4oa nbJoot of loalia« 1a oterliac 1A llew Tork at otflolal rate. Aller!ou 

baalco bore art ott>A1Dc U.0 f ollow1ac oablt ~ Yorotca 'lmheep Co-.ttet, ... Tork, 

tor \htlr coulcloroUoa. 

~" 

Ollllo Buk of :lqlaJI4 84Yio .. •• followe: 

.&a fro• a .,.27 oar}T date U h propote4 

A. ~ allow official oterlla« aceeanh ~ be opot>H nU. hull:t 1a 

u. t!llltet n...,toa ia u.. -· ot t!llltet Stetee haako actor 

eoD41 Uoae oot cro.t 1a ParacraJib 2 ~ Paracr8pb 6 bol• 

B. ~ ootUo all peraitU4 oo-rclal a:e4 aurroa\ f'lauolal ,...,..,_ 

acUoao be \woo a U.O eterlia« artao a:e4 U.O 17B1 W S\a\11 (laol...Uac 

ctopetlllo..,ill) o1Ulor Ia oterlias o.,.r U.Ooo -'- or 1a IJdW 

State a 4ollart t.h:rooa&h U.O 17B1 teA l1D&«o• Coa\rol 

c. ~ allow oterlias alroeo&T belA oa 17B1 W S\a\11 accCIIUlt ~ be 

uot4 for 

(1) f or u.o ooUl•••t ot clofilllte oo&wato cro.to~as a\ 

u.o cl.,.a 4a te laclulas billa a:e4 roa1 U•-• 1a trau1 t 

foroiiD •xebaaco ooat raote, •~· 

(2) for traa.tor to oU.Or forolp -h oohlch art aot 

..,.,.I'M4 '7 arroaso••to ..a. or to be _.. rt1D1"4111C t11ot uo 

of oterliac 'b7 oU.01' -trl••• 

~ 

D. ~ pl'lfta\ a:r f'la\o11'1 .a41Uoaa ~ u.o , .. ,._, ot froo eterliac 

oa VdW ltateo -.-. 
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twO. !lot ... ~ ........ "' "'- 01'141\ .r ..... -h wUl .... 

..,...._...le 'J' - lui< .r a.&!- otU.. 1a r...oa or ....... 

.. Jo4eral ........ lui< oi ... ron: ., ll.OI!-1/1!. lui< .r a,c.­

... ,.r Jo4ora1 llllll'ft lui< .r .., Ton: fill •U o\orlliiC for oroau 

of traall acOCI'IUito d ll.0)-1/1!. Jorwar4 taeUUtoo wtll 'bo -. 

Oftllall1o tor - rooooaab1o roqlllro•a\o of Vo4o 'bo-- u. 'O'IIlW 

S\awo u4 u. o\arllac -· a\ - l"'lltac raw 

!11111. lleaooaable ..,., t ... ilHto 1 a\ the raw l"'lltac 1a Lo.ao. wtll 11e clfta 

-. ......,1• Vatwa s-.-.. 'baal<a -. oo.Ultolo a ""ltl:tac ..,.,._ oa u..tr 

aroa 

rm. lloolotoao roprlltac \bo abtoot'blll-,. of ~·• Ulroacb offtolal 

o\ar1tac aoocnmto wtll 'bo oo-oa\14 ta 41'-11 oo tMt .._ri_ 'bo*a 

"87 'bo ao......a of conriac 1f - -•IIP7 forw.ltUoo--

00111plto4 W1 ~ 

SIL !lot lluk of Jaclo"" wtll oak 171dW n ....... 'bub ._ _. perto41oal 

ro...,o of -tr ot'flctal owrllac -'" ta or4or ._ blip • 

aU!atotra\tn cbMI< 11p0a - ""ltl:liiC of the• ..........,.,, 

Sllll, htoUac cro4H tactltttu wtll 'bo aftllalll o oalJ' tor u. ltqatf.attoa 

of paot ..........,uou ..a otepo wtll 'bo talooa -. placo all oroau 

factltttoo oa - 'baoto ot otttotal o\or1tac. liD 

Sbal1 'bo cla4 of J'O'U' -··· 

Jol\oa 
.. et W.Cleef 

.. 
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l .. ... lMD 

f,. 'rfiA-· j/~ 
1fT cltaJ' Mr. ioeYUI t._,.,. ~ ~''''#' 

I waa Yef7 -11 laUNIW 1a 1111'• 

1JI& the Worutl• ••talaM 1a rev letter 

of lau 18tll, f11fti.U. Jft 'lir I f-p 

repruantatln of a AMPltea 'lltak 1a 

GtruDT• I tllall Ulp 1a aiM rev t1M. 

offer to pit - 1a t.Mll wltll ,_ w­
lllt. 

, ...... , ... &. • .Jr. 

llr. l. U gar lontr, 
Dlreotor 
Federal ~eau of laYettl&atl .. , 
f aahln&toa, D.c. 

' 140 
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lllbtrlro ........ 

I wu ••., ..._ la'-e.W Ia ~ 

bi tko Wo,..tl• .. t•'•., 1a ,.,_ letter 

oll .. ll~ ~,..'rat-. 

"'"-t&ths sf • -... .. ~ Ia 
o.,__,. I lUll bop Ia allll ,._ 111a1 

olfer to p•t • Ia t..u d~ ,.,_ w .... 

I ...... I B. 11015 ' a ./t. 

Jr. I. Upr lea.-... 
Dl"'t&r . 
h4tnl ....... nt lnnnUcaU.. 
l u&le&ta. D.O. 
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,.. •. -
., ........... . 

I _. ••., .U lat.NIW Ia ..._ 

1111 tile WorMtl• ••te'•" la,.,. letter 

of 1 .. l8tk, hlsleMI JW 'r a f.,_r 

HP"-tatbe ef • -...1 .. \1M la 

o.,_,. I Mall bep Ia .s.l .,._ kill& 

after te rat - Ia ~ d~ .,.., lat~ 

ut. 

f.._...IB.Mwa n ·,h. 

lr.l. UpriMnr, 
Dlrteter 
, ... ral ...... ., Zn••UcaU.. 
•.as..ct., D.c. 

) 
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·-----.,~ ............. llirid .r Iaiita 
• ,, 1 .... 

5 I • · 

June 18, l940 

'!be Honorable 
'!be Secretary of the Treao11J7 

llashingt.on, D. C. 

Uy' dear Ur. Secretary: 

I thoUBbt 7"U would be intel'e$ted in the 

following infon!llltion which desls prinei~ with 

Ger:oacy1 s financial and busineoa relationohip to the 

t1nited States. These data are tunlished aa receiYed 

trom a newly d8Veloped confidential informant who 1e 

in this count17 after having spent man;r :rears aa the 

rapresentat1n of a large American baDk in lie­
and, feeling oincerel;r desirous of assisting our 

count17, undoul:>tecll;r can be relied upon. 

According to tho informant, Nasi investments 

in t he United States total about two billion aam and 

American e&pit.al in Gen:~an7 totals about u.r.e billion 

J:lat'ka. Tho earning power of tho fonner in the t1n1ted 

States is a princJ.pal oourco of reYenue tor German;r to 

e&rl7 on ita act,bitiea bore, and he beliln'es that ~ 

change control a1.mi.l.ar to that instituted b:y the llazie 

wculc! cut oft ·American financial aid to that count17 • 

lie further expressed the belief that liOSt of the large 

Geman interests in the United States are ciii!IOilfiagecl 

as Dutch, Swiss or Sorec!ish corporations and that if thio 

count17 could fine! o0121e wa:r of gcing bshind thoae corpo­

rate acretru~ to halt th•, with the resulting loss of 

incoce, it would be a tl'&:mDclou.s blow to tbe Nad;"• 
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Thio llu.reau' • in!omaot baa further a<lviaed that 
tor t he mediate tllture at least Oercan agents w1ll 
probablY ot\l.p their pu.rchaseo ot mat erials !1'<1111 tt\l.a 
countey 1n Japanese boats aero .. the Pae1tic and via the 
northem water route t o J.!umanak, lb.J.aeia, -.bleb he under­
st.ancls baa been c:omplete4 and ia naTi(able and. ie .... tree 
tor about six to eight weeks per :rear clur1ng the liiO!Itba of 
Jul,y and Ausu.ot, thence b:r reilroad aerou Finland and 
restupment to Oenoan Baltic porto, He f urther added that 
Russia's bargaining position with the Nazis bas been o! 
suttieient strength t o !orca them to tllrnioh ~tione, 

tl&cbinoey and machine toola in ret urn tor oil, He alao 
brought out that in spealc1ng with a bieb m1lltar;r ott iei.al 
1n Gen::an;r he hae been told that Ruoaia' a agriculture has 
been bigjll;f mechanized and that Ruoaia needs ebout ~ ot 
t ho oil abe baa tor t he operat.ion ot t he taming machineey, 
This same oouree advioed the in!Ol'lll&llt t hat 1t Oe""""T eYOr 
declared war against Ruoaia she would il!loediatel,y attack 
the Russian oil fields which would eventually starve that 
countey within its own borders, 

Thia informant troc bia ext""'in experience 1n 
tho Gercut t inanci.al and bosineaa -rl d expressoa tho 
definite belie! that ebould tbe Rasia win the proaent war 
ther w1ll be in a position to undoraell At:terican proclucte 
1n all t he onarkots ot tho world with a resulting draatie 
drop in tho At:toriean standard o! UT1ng. 

It ia auegosted that ehould you have occaoion to 
need any specllie in.to:rmation wbicb might be available from 

a man with the experience and backeround ot the source ot 
the above deta, I ahal.l be pleased to undertake an approach 
to bi.a in t ho aattor, 

S1ncerel:r ;roura, 
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Jae •• 1140, 

!he s .. re,&r7 of •'•'• pre•••'• h1• oo.plt.en'• 

to tbe Boaorable ~ hore'Ar7 of the TJ'eU111'J', u4 

enoloeee one oop7 of ~· of eaoh of ~• followtac 

ttltCl' ... l 

lo. 22 of Jue 28 w o .. abluoa 

lo. 38 of .r_. 16 w Bel'4eau: 
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TOI Aaer1ou Ooaalll., Bordeau, J'ruee 

DA'l'l l Juae 26, 1940, II p . a . 

1'011 BIDDLI lo. 39. 

RUSH. 
~ 

FOR MA 'I"!'Hftl l'ROK !RUSU!tt. 6 
~ 

If the 11ltor.at1oa wh1oh I baYe 1e oorreot , at 

pruent there are lmll4re4e of eaou of Aaer1oaa e-ru1u 

at Bo1'4eauz an4 ae1tber t1 .. aor tree4oa t or 4eetroy1ac 

tbea 1e atfor4e4. 'l'heretore it 1e nggeete4 that tbe 

eaote be 1•e41ately 41ppe4 bo4117 1n a qe wh1Clh will 

penetrate to the eeour1t1ea an4 put aa 1n4el1ble t1at on 

t hem. 

:.46 

The auggeet1on ooaea troa our ohea1ete that tbe 

following rea4117 ua11able oheD1oala be uee4 ae alhrnat1n 

poea1~t1ee, 1n oae peroent eolut1oae (balaaoe water) 

1n eaoh oue -

1 , Puohe11le , aa4 1t 1 t 8PP8&1'1 tba t the oolor 1e 

too 4eep 1t 1e ausseate4 tbe eolut1oa be ao41f1e4. 

2. Roaaa111ae hy4roohlor14e. 

3 . Menthyl oraaco. 

It nona of the aboTo oheD1oala 1e aTa1lable, 1t 11 

auggoete4 tbat a probable aubat1tute woul4 bo 41'7 re4 wiae, 

UD41luh4. 

!be eaoke aholll.4 bo puotve4 boforo 41pp1ng 1ll 

01'4er to fao111tato poaetrat1oa of the dye. 

IRILL 
U:unr (AAB) 
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PAJW'IIJIAS& or m.IX!BAM liD! 

fOI Aaar1oan Coneul, Oua'blanoa (XoJ"OOoo) 

DATE: June 26, 1940, 8 p.a. 

lfO. I 22 

You are raqueate4 to aend 'b7 tel a graa 1ntoraat1on 

u to U7 Aaerioan alrplanee whioh aa;r han arr1Te4 

reoentlJ in Caaa'blanoa troa !forth Aaer1oa . Pleua g1•e 

tbe nua'bar and daaor1pt1on, and 1nd1oatt what diapoa1t1oll 

baa 'bee11 aada ot thea. 

You are raqueated to aelld 'b7 oa'ble pro~~ptlJ a1a1lar 

data u ragarde U7 tutura arr1Tala ot a1rplanea troa 

North Aaer1oa. 

u :unr 

HULL 
<ar> 

..., 
r 

147 

Regraded Unclassified



Jo, JIOI• 

.. ~ .... ~., ....... ., lftaU ....-csac ,_.., .... 
~ J'J-u • n.,,_ """'*-'ta ... rea. 

!M Bnora'lo 

!lot Joen\N7 et two, 

IMI>Iac'•• li.O, ... 

lUll tllrlloel' ret .... aoo h tiM :.lluqlo 4eopMoh lo, Jl~ et 

~- zit, 1!1'10 .... P 'he \Ill ,.,._, ot 4ollar ,...,.. ....,.1..& 117 

tbt - ot lrull tr.. \Ill ... ._. • l'-1"-· l 11oft ·­

hoDor to npon .W U.. ~r et 'ubnl" ot \lot :loU: ot JlruU 

aow ropoh \ho -lo'-Oo ot till ..-. Ia obt•ta•ac ~ ett 

"'" ..WUOMl --. •••· 1JOO.,/ l#TO -' JJO'!IO/l.On, 1a \lot 

!lao ohocika -. 4noil • u. OliMo •u-1: 1oM -' aro Ia 

plllMa' ot •• JO :per -• ett ottlotal: o ' p pu ' M4 lf' \lot 

loMo "'-• o ltoltaM tor tiM :1o111t ot :an.u. 
ll.oopoftr.llT ,_., 
'lor \llo Aalooo..un 

11altor J, ll ,,,, 

0 'e' M~ 

• 

a orr 

Regraded Unclassified



148-A 

.. ITMIII.8AMT, 

WA8alaGTOa, D.C. 

June 26th, 1940, 

Personal and Secret, 

The Honourable 

Dear Wr . Secretary, 

I enclose herein tor your 

personal and secret int oroat1on a copy 

ot the lateat report r eceived tram 

London on the milit a ry situation. 

Believe 1118 , 

Dear Wr. Secretary, 

Very sincerely yours , 

Henry Worgenthau, Jr, , 

United States Treasury, 

waahlngton, D. C, 

• 
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NITieiiUIIAM'I, 

WUIIIICITOI, D.C • 

.. 

..,_ 27th, 1940 

Dear 10'. Secretary, 

I encloae herein t or your 

peraonal aad aecret 1ntor.at1on a copy 

ot the lateet report reoe1nd troe 

London on the a111ta:ry a1tuation . 

BeUe.e -· 
Dear Mr. Secretary, 

Very a1ncerely yours , 

The Honourable 

Henr1 »o:raenthau, Jr., 

United statea T?eaeur)', 

Waah1ngton, D, c. 
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London 

Datrd .Jwlt 2'1 , 1940 

Rto I d 6 140 & olio 

Storrtary ot State, 

Washington. 

RUSH. 

1850. .Junt 27. 

FOR THE SECRE!l'ARY OF '1'1£ TREASURY • 

Your 1409, JunE 26. 

Thana tor Mr. lrnudnn ' a atatrmrnt. Matter baa orcatt4 

oonsldtrablt d1sagrtrablt oommcnt htrr . Can you g1Yr 11t 

t or 8J own tntormat1on Juat wby Ford woul.4 not •k£ tng1nu 

tor thl: Br1 tlah. I nc1dtots of tb1a .. turc art qu1 tt lllctly 

t o upset nor~l ft£11nga h£rr 1n England. 

KEIQIEDIC 

REP 
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June 'Z'1 , 1940. 
9 a30 •·•· 

150 

GROUP I&KETINO 

Present 1 

Gaston: 

H. M.Jr: 

Gaston: 

B. ll. Jrz 

Gaston: 

H. li . Jr: 

Cas tons 

Bell 
Thompson 
Young 
Harrill 
Nelson 
Haaa 
Graves 
Rie tler 
Cochran 
Poley 
Scllwars 
\'lh1 te 
Caston 
Klotz 

Herbert? 

Nothing. I don't know whether you noticed or 
not in the Saturday Evening Poet that was 
issued yesterday, it published a retraction 
ot their assertion that the Secret Service 
did not litt Dr. Albert ' • portfolio. 

Did you write to them! 

No , no .. I didn' t , but acme body did. 

Ia that all! 

That h all. Oh, on those --

Do 7ou want to give me a little page memo­
randum on what 70u were t .alk1.ng to me about 
in the laat taw minuteaf 

Yea. 

On those Belgian ahipa I 1poke to you about 
,.eaterda)', I talked to Captain Rlxon who made 
the request yeaterday and suggested that he 
get in toudl with the Stlte Department and 
t1nd out what we can do. I told him that what 
we could do would be nr,- temporar,- and he 
agreed to do that . 
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a.!l . Jr: 

Foley: 

1! . ~* .Jr: 

Foley: 

Bell: 

H.U. Jr: 

Foley: 

H.!I . Jr: 

?oley : 

H. !.! . Jr: 

- 2 -

I think there w1ll be a meeting - a t leas t I 
hope there will be a meeting thh mom1ng 
with the President. 

I bave t bat draft of that leglll&t 1on you 
spoke to oe about the other night , whenever 
you are ready. 

Yes . 

And you were going to have --

Could you ~e tbat up - I would like that to 
go t hrough Boll ' s eo!!l!ll.ittee. f•bo site on 
your (Boll ' s) committee when you go before a 
foreign exchange? 

Uphan and Pablo and Bornstein and Cochran and 

Viner, whenever ho is bore , and Harry. 

Rietler is here today. Let him sit on 1t. 

Would you let 1 t sort of go tbzougb thatT 

SUro. 

And gat their i deas on it. 

Sure. 

Tbe idea I bad was - we will sea if I can 
remember - ware two things, t hat no company -

any company that ia going to bid on Arrrq and 
Navy contracts has got to tile a statement, I 
suppose with s. E. c. or Jus tice, as to the 

stock ownership and i t more than t en percent 
or the stock ia owned outside of the Uni ted 
States, they have either got to readjust i t or 

they don • t get the contract. 'lhe thing that 
brought it to =7 a ttention, when Mr. Hoover 

1nvsat1gated the Bauaoh COmpany, eighty 
percent of the atoek had been trans ferred to 

Swedish ownershi p , Whi ch meane Oennan owner­
ship, and the:r are ma.king binoculars for the 

Am:v and Navy and eight:r percent of it 1e 

undoubtedly oa~an. 

'l!le other thing brought to my at t ention 1a 

t hat &rl7 <:oiiP&JlY insured abroad baa to send 

deta11ed plana of the taotor1ea to the insur­

ance 00111paniee and these detailed plana go 

• 
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Foley: 

H. lo! ,J r: 

Foloy: 

I! . I! . Jr: 

Foley: 

ii . J.l . Jr: 

Foley: 

H. L!. Jr: 

Poley1 

H. ' . Jrs 

• 

- :5 -

England and France or Genaany or wherever they 
are, eo that all oompaniea who bad contracts 
would have to take out insurance with Uni ted 
States insurance companiee. 

What was the other thi.ngT 

In connection with bidding on a Government 
cont:ract for national defense , t hey would 
have to make f'ull diacloaurea or the stock 
ownership and the citizensh ip of their 
directorate and their principal officers . 
There is a statute like that on the books now, 
as far as aircraft is concerned. It was 
paaaed 1:\&Ck in ' 26 . It deals with stock owner­
ship and requirea that on ai rplanes aeventy-
f i ve parcent or the a took baa to be o1med by 
citizens of the United States. 

I said ninety. 

Yes. 

But let it go through the group. Let them try 
to pick it apart . Now, that would cover 
American-Bausch? Ia it aircraft and all ita 
parts? 

I don't think it covera the parte. I think it 
ia just the airplane. 

I mean, is the ~eto for an airplane covered! 
llhat 1a an airplane! D1dn' t aomobod,- 1n your 
shop rule that a b0111b waa a part or an airplaneT 

'lbat 1a right , an appurtenance. 

What does that me..ke a magnetoT 

Well , I haven't looked at the statute with that 
in mind, Mr. Secretary. 

The more I have thought of it the more I like 
it, Let i t go through the group and see what 
they say about i t . Now tba t wouldn ' t h1 t 
for instance, the thing that Knudsen waa talk­
ing about yesterday if a wing of a plant 1a 
omed by the 1:10nlea put up by another country • 
'lhia 1a atock ownership I am talking about . 

152 
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Foley: 

H. II . Jr: 

lOll H e: 

Poley: 

H. M.Jr: 

H.M. Jr: 

Ha rM. a: 

!I . !' .Jr: 

White : 

Fol ey: 

Harrla: 

- 4 -

Tba t 1a right. 

But when they insure with a foreign company 
they have got to send full details of the 
plan t out of t he country. It ia ridiculous . 
'•lha t elae? 

There are some big chemical compani es , the 
Allied Chemical --

They have a huge holding of s tock in Belgium. 
There is a big holding company here tor that 
stock , but it will hit in a lot o r peculiar 
places where you don't expect it i t you make 
it broad and I think you have to put aome 
excepti on in it - give somo d iscretion 1n the 
fellow \tho can award the contract . Other­
wise , you may find that you are not able to 
get things that are absolutely necessary. You 
take your strategic materials , llr. secretary, 
tbe reason why they are strategic is because · 
they aren't available here. You ha ve to buy 
those things from sources outside the country 
and there you would f ind --

But that doe an' t mean you can 1 t uae a tully­
owned American broker. 

It might force t he transfer of control. 

You can buy rubber, but you don't have to 
buy it - if you are ua1ng a broker, you can 
uae an American broker instead of an alien 
broker. 

You 110u ldn • t want the Allied Dye and Cbemieal 
Company to a~ you their chemicals j ust 
th rough an American broker. That wouldn 't 
change the stock ownership. 
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You mean over twenty-five percent of that stock 
is outside the country? 

Yea. we just discovered that from t hese forms. 

I think t here is almost a majority interest 
contro»ed 1n Belgium. 

It isn't quite a majority. 
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It 1a more. 

'!bat woul.d be all the more reaaon. 

That ie right. In other worda , there -Y be -
the alternative may not be to deprive them 
ot the ordere but rather tor the~ to make 
euch rearrangement ae 1e aathtactol'J to thie 
Government and there are 11.ny one ot eeveral 
arrangement& which they may make 'ttlie~h would 
eatiety the re~lremente ot defenae. 

And you ntlght juat ae well lo<* up the etatute 
right now and the Allen Property ot Cuatodlana. 

'there 1a 1:111ch more to that Bauech and Lomb 
caee than j uet that. The record ot that 
oompany and their activ1tie1!_ - -

Mr . Hoover eent me the whole thing. 

D1d you know that that originated here, 
l!r. Secretary? 

Did it? 

In our shop . We came acrou 1 t on a dUI:Iplng 
eaae. 

9;1t you mght juet aa well look up the Allen 
Propel'f ot custodian thing. 

Ot oourse, that wae the outgrowth of that old 
Allen Property of cuatodlan thing, 'tlbich 1n 
turn be- Allied Dye and Chelllicale. It wae 
founded really ~ the old group 1n the laet 
war. 

Then we go back to two yeare ago, Walton 
Butterworth eaid t o me t hie waa the t1De to 
~ back our omerehip 1n our OWl eompan1ee 
trcn abroad. And it 1e the t!U. Butterworth 
hae been on that now, be hal been hammering 
away to make them eell you their aecurit1ee 
and not only the gold, and thia 1e a posa1ble 
way to force 1 t. '!bat Belgian trua t - what 
1a the Belgian lnveatment atuJ't called! 
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Sotina. 

I th1nk I am on a good lea4, Lot it go through, 

Dr.T. v. Soo~g telephoned me from tho Ambaaaador 
Hotel in New Yoli< awhile ~go and eaid M waa com­
ing down on the 12:30 train and would like to 
call on you poraonally at your homo before he 
-do any arrangomenta tor official calla, 

He will have to come throUSb that door. 'l'bero 
are three e~ato .. agonte and two Row Yom 
dotoctivoa with hia. 

Be m:uat be very a&fe, 

Well, when 1e he going to get bereT 

4:30 tbie afternoon. 

We will lot him cool ott a little bit, 10:30 
tomorrow morning. 

Here at tho officeT 

Yea , sure. 

Al.l right • air, 

I think it you ( m.enor) would 1n the tirat 
inatamt attach :JOUI'aolt to Mr . Bell and t1nd 
out what is going on in all thia atutr and than 
particularly on the treuing bueineaa. 

(kay, 

Take a look in the rotrigerator, will you please, 
and aeo whether we have got an:J cold auta or 11" 
anything 1a apo111ng. When I heard you were up 
at Cape Cod, it you bad ea1d, "Wh:J don't you 
oo .. up and aeo .,. I would have come up there . 

I couldn't aay that thia week. 'Ibero wae rain 
and oold and atonu. 

NelaonT 
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The State Department not1t1ed u. ot au 
thouaand tona ot tungaten and antt.ccy beloDf;-
1ng to the Chinese OovernJUnt and French Indo­
China which the French have bam negotiating 
tor and which was dropped eo we arr&n8ed to 
bu7 1t yesterday and 1t ia being loaded on 
the boat yesterday and today. We bought it 
through R. F. C. 

Have we really got iU 

Yes , air, it looka that way, 'lhey have told 
ua they were going to atart loading yeater­
day. It was just a queation or beating the 
Japanese ~ ehipa there to get 1t out. 

Well, I think it 1e -rveloua it you really 
get it on board ship. 

Well , the ordere were aent out to load 1t 
last night . 

Have we got ahipa theret 

Yea , air, there were two abipe near there. 

American flag ahipat 

Ye a , air . 

Did you know that the Allies have bee.n tooling 
around with that tor aix 110nthat 

'Jhey were try1Df; to buy it 'fery cheap and they 
wouldn't sell 1t to th-. 

r. that what it waat 

Yea , air. 'l'he French wanted to lNJ 1t tor 
aixty ahil.llnga and the Qlineae aoverr.ent 
wanted ninety ah1lllnga and they juat eouldn •t 
get together and 1t al.moat waa loat. 

'l'he Al.lled- Freneh bloalcad .. they were tal.k1ng 
about that. 

'!'here waa a ~l ...,llllt ot tln there. I dori•t 
!mow 'lbether they bought it. We b84 nothf.ns 
to do 111 th that. 
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'!hrough mom CU.d :rou actuall)' bu)' that! 

Well , we bought it throusb Lee , a broker 1n 
!lew York. 

Oh. 

I t h1nk we had some trouble wi th that fellow . 
Do you remember h1m! 

Oh yea. 

17ell, everybod;r gave us a clearance on 
h1m. I d i dn't check nth you--

There wouldn't be any reason, but - I hope 
you get it. Bow much does it coat us on 
board 1n dollars! 

It wUl be about three 1111111on dollars. 

\Yhat is that a ton! 

Let •a aee , it coat about fifty dollars a ton 
tor the ant1lllony and the tunaeten. There 
ns antimony an1 tungsten. 

It. muet be, then - -

I t ns concentrated. 

'1\lngsten 1e worth about a thouaand dollara a · 
ton, isn ' t it! 

Yea , air , it is about a t houeand dollars a 
ton tor the tuagsten. '!here na eome antimony 
there and alao some t1n. 

Well, I hope ;rou get it. 
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r.e did ovoryth1ng •• oould, air . It •• 
didn't ge t it it .. an•t an;rth1ng that •• tailed 
to do , because we got right on 1t the mnute 
we heard from the State Deportwnt. 

Juat a1 a • ttor of cur1oe1t;r , dooa Colonel 
lla:nrell - no, h e 1a on the 1tutt going out. 
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Going out , not ooa1nfs 1n. 

He ia the etopper. 

• 

Well , I congratulate you but I aay I have got 
~ ringera croaaed. · 

I have too . lYe have done eve17thing that wa 
coul.d do. l'ie couldn 1 t get to Indo- China to 
get it, but we did ever,.thing that could be 
done . 

No , air. 

Philt 

I have no probl-. 

I didn 1 t know - llr. Purvia ea1d laet night -
h e eaid did we turn down the requeete or 
Irel&lld as to what they needed. 
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I have that to take up with you, air . '!he 
situation, it you want to covor it 1n a moment , 
I can do it right bore. 

'!hey aubc1ttecl. a Uat or atutr that they 
wanted, I think I mentioned it to you about 
the pa.rachut1ata, you recall . I told you 
about the Uat. 

'!hat 1a right . 

And told you that the 'liar De~rt. nt were go­
ing to look 1 t over &lid let ua know whether 
there -• anything we coul.d hMe. '!hey 08118 
back and aaid there -• nothing theJ ooul.d 
epare and unleea the Preeident .. i d it -• a 
•~~~~at" thing, that t hey ooul4n 1t aell it to 
Ireland or to anyone oleo. You aee, Ireland 
- 1n after the PUrohaeing Board: got tirat 
oraok at it. 'lhat the7 wanted were twenty­
tift a1rplanaa, a thoUSand Garand rifioa, 
twont7-t1"'o tanka, al'BOrocl. truck•, a neot or 
aoftnty-ti .., •• an4 ·-m' tS.on, thirty-ball 
·-'t1on, juat tho th1nga that b&ft been 
drained dry. 
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Well, they are going to giYe me three plecea 
or paper now. One will be the requirement. 
or Ireland, one requirement. or Canada and 
one req\drementa or Enaland and ae soon ae 
they come 1n I would like to eee them. 

That ie all, air. 

Chick? 

Nothing. 

George! 

It wae a new high week . 

George , this aturr you are getting from the 
French Uission and English Ki esion, I would 
like to see the stuff , please. 

Do you want me to bring thaD inf 

Yea. I would like to eee what a week's 
sample 1s, what do you get during the week , 
do you see. 

Fine. I wi ll send them in. 

No , I want you to bring them in xoureelf. 

Shall I see Hac! 

I will tell you now. 
after preee, George. 
quarter o r eleven. 

Pine. 

I can aee JOU right 
I t will be about a 

And Phi l Young might come in, too. Would JOU 

be interested, 11r. llelaonf 

Yea, I would. 

I would like to put it all on the table, What 
are we getting. 

I would like to eee that. 
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I would juat like i t on the table . I mean, 
I haven't sean it in a -.onth now, 

'l'h1e 18 from the Prea1dent tor preparation 
or reply , oonridential, memorandum, aubject 
is tho Control or Bxporta. (Referred from 
White House June 26). 
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I can't understand thia. I.ae t night the 
Prea1dent telephoned me, or rather 'lllteon 
telephoned me that the suggestion - a .ug­
geat1on that tbe7 call a atarr chamber aeet-
1ng of Bell, Guton and me and the Prea1deot 
aaid be waa verJ aorrJ but he was going to do 
it 1n hie own wa;r. '!'hat waa bia privilege 
and be would have thia Colonel ~~ADell directl:r 
responeible to bia. 

Yu. 

Now here comes Serle wr1t1118 a m..,randum to 
the President, Control of lxporta, and the 
President sends it to me to draft a reply to 
Serle and I made m:r suggestion yesterday and 
the President said be didn't like my sugges­
tion. 

~ybe be is taking up aome other phase of it. 

No , Colonel Kaxwell --

Don't JOU think that llligbt have been in the 
111111 before be sent word overt 

\\hen waa it received! 

Juat tbia -.orning. 

Wllo 1a handling th1a? 

I have been handling it. 

You bad blitter give me toda;r 1s service on it. 
I have got another one here. I.ast night I 
made a .uggeation to the Preaident which we 
thought waa a good one , that the control 
ebouid be put 1.n a departaent. I aentioned 
State, war and Nav;r or eo..erce,tbat tbia 
- J~aXwell eboul.d operate the wa:r we do on 
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foreign exchange. It should be 1n a department. 
'nle Pr<!leident should de,.gete 1t to a Cabinet 
ottioer. He turned me down. Now oomee tb1a. 
Here ie another one. Tbie is on Authority Cor 

Negotiation or Contracts, from Cocpton1 

"'nlere 1a enclosed h erewith a draft o r a letter 
Cor your signature 1n a c cordance with prov1-
a1on o r Se ct i on 2 to autbor1r.e t he secrete~ 
or the Navy to negotiate contracts f or the 
acquis ition, construction, repair, alteration, 
or a Naval vessel or any part thereof , spare 
parte , etc." 

~s is for a preparation of reply. Here 1a 
the fty NaY)' wants it and the President ftnta 
this to be done . 

( Referred to Treasury June 26. ) 

It I g1 ve b1m •DYthlna from the TreeN~, I am 
going to hold on to 1 t and say, "Si gn here , • 
and just hold flf1 thumb on it. 

The President didn't eay that ..... the ftY be 

wanted 1 t done . 

No. I t 1e t he same, isn ' t i t, Her bertt 

I just don ' t know yet what he is getting at. 
He encloses here the original form of the 
Board and not Colonel Maxwell's, w1 th aome 
cor r ections. '!bat ftS the or1gi .nai f o!llll 1n 

wbicb the tb1.ng ..... proposed and it. 11n't 

the final form. ~· 11 dated JUne 24 to the 
President. That ftS S&turda7 • 

It might be just 1n the mill· I t mi ght bne 
been on the war over here from the White 

House . 

~. ftS June 26 troa the President. 

You aee, he eigne hie mail at night and 

He dictat .. a lot or it the n1gbt befor<!l . 
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These aren 1 t dgned, Juat no tea with 110 
eigneturea. 

Ito, he doeen ' t e1gn tho... ~don' t 700 aak 
W&teon whether that 1e the contlict or not. 

Well, I th1nk -ybe I will be able to figure 
1t out and then I can talk to Wateon • . 

I sent t he President a copy or my m&morand\111 

to war and NaY)" on Vinaon-~ell, 7ou aee. 

Yea. And thoae regulat1ona, Mr. Secreta17, 
will be ready 

Ia Ooalpton 1n tune or nott 

I don't th1nk it baa an)"thing to do with it. 
I th1nk the Prea14ent had an idea that 1t had 
aoeeth.lna to do with Vinaon-'l'l"a!aell and that 
1a 'llh7 he aant it oYer bore. lbat he wanta 
1a author! t7 pursuant to the atatuta that baa 
juat beon paaaed to negot i ate oontraote and 
I guoaa the Prea1dont baa to delegate tho 
authority 1n order tor the Secreta17 or the 
NaY)" to get it. 

I want both ot you to coee 1n th1a afternoon 
and I want to clear thea toda7· I don't 
want to hold them up. 

Sure. I will have to eae you on thoaa regula­
tiona tor the V1naon-Trammell. I th1nk they 
will be ~ today. We will hue that a""'e­
t!JM toda)". Another th1ng of 1ntereet, 
Annenberg~ 1e to be aentenoed tomorrow and on the 
Schanok thl.ng, John Cahill and hie t1rat 
aae1atant were down yoaterday and tbay are 
getting quite intereeted no• that •• have got 
the 1ndiataent. The)" think that _,. beck 1n 
the daye when Schanck -• a Brookl)"D boy bo 
baa got a pol.ice record and they talked to 
Blaer about gettln8 _. help on that and 
the)" alao want to eend lla tt out to the \feat 
Coaat. 'l'bey are a f raid to iapanel a grand 
Jur,- beclc there becauae they aay enr)"tbiJ:8 
gate rig)lt beck 1n the -.one lnduetr,- it 7ou 
uae that ott1ce out there and tha7·want llatt to 
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examine lt and eo on and I have deelgnated 
hi.111 ape clal agent eo that he ,.,ul4 be 
.-powered to secure w1tne81ea and all that 
aort of thing and I think we ought to g.he 
him all the help we can. 

But suppoe1ng the man dld have a pollee 
record , what difference dou it makat 

It helps , you know, with the jury. 

Row III&DY years agot 

I think it wae 

can•t a man aver llve hie paet downt 

Wall , Blot! - there waa eavantean yaare that 
lapeed and he etill bad to eorve hie jail 
sentence. 

He waa bad right through the seventeen years. 

But you don't know about Sohenck. Thh ia 
all 1n the room and baa to be proved through 
a jury. We believe that Sohenck bribed 
Blot! with a hundred thousand dollara oaeh. 
Now, that le our oaee. 'lhla 1a in the ro.-. 
We alao believe he bribed a traaaur:r agent. 
'!'bat 1a also 1n tha rooa. 'l'hoae are the two 
th1nge we believe are eo. We have got to 
prove it. He ia innocent until we prove it, 
but 1n both caaea - I mean, we believe tbat 
he did both of those thinga. '!'bat 1a bad 
enough and 1n the Schenck caaa lt 1a 1ntaraat-
1ng that I never woul4 have been 1n on tba 
Schanck case it be badn' t tried to uea a very, 
very llllportant peraon to raaoh • and that 1a 
'lbat got - lntareeted 1n lt. 

Baellt 

'nro 1110re Prenoh ebipa car~• 1n during the night. 
'l'be total 1a now ten. 

You beard about ~ Welle• oalllng • "P at 
the houaa laet nigbtt 
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llo. 

Be called • up at the bouae laat Dight with 
Lord Lothian a1tt1na zwzt to h1a end Lord 
Lothian wanted to take the Prenoh ah1p out 
or San Pranchco and aend 1t up to VanoOU'for 
and I told thea pleaae to e1t t1gbt end do 
noth1Jia. What ehoul4 be done! 

I alreadl' bavo - I ba ve two 1n to a Angelea , 

Well --

'l'be W1acona1n and another one. 

Don't tell the s.n Prano1aco people tbat I 
get the two a1.xed up. 

What -• the anawer to tbat! 

lll' annor! 

Yea. 

I t old h1m plaaae to stall t he Aabaaaador 
and not to eabarrau· • 110re than I alreadl' 
-•· All right! 

Yea. 

Harle, would 7ou go over and read the cablea 
and aee 1t thel' are getting &Dl'th1ns out or 
Caaa Bl.anoa! 

Sure. 
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AD4 1t not, cable to caaa Bl.anoa end I will be 
glad to pa7 tor 1t, wbat 1e golna on 1n caaa 
Bl.anoa. I aean, I oan • t pl'ODOUDOO th1a fellow' • 
name but 1a the PHDoh oeneral r1&hting or 
ian • t he fighting. I would like th1a Oonaul 
oeaeal at rq e~ to tell • wbat 1• the 
atatue. 

All right. 

Bn17th1.ng at ca .. Bl.anoa. 
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Oo right arter the meetinat 

It 1011 will, pleaae. 

Yes , air . 

·165 

The ator,. ia that I have gotten out or it that 
thia follow ia going to right and I have a.lao 
gotten the ator1 that the,. are aend1ng h1a 
a tuft down t here to fight w1 th . I would like 
to know. It is very interest i ng and important. 
IncidentallJ, Ambaaaador Kenned7 waa ticklecl 
to death that I sent h1m the Knudsen statement. 
He aa1• he geta nothing 1'r01:1 the State Depart­
ment and the English Press ia terrible. The 
tact that we aent h1m that statement waa ..,at 
helpful to b1.m. 

Harr,.t 

Pleaaa 

Harry, I heard the President ia going to 
receive the four cabinet officer• this after­
noon supposedly on this South American thing 
and I think JOU and I ought to get together 
on that, Harry. 

I want to see JOU on this. 

11:00 o• eloekt 

I would like to see JOU a fter the meeting. 

You wouldt 

There ia the report that 1011 ma1 have noticed 
the. t the ah1pmen ta from Indo-China to Cb1na 
have atopped and the Brit1ah - the Japanese 
Oovenment baa brought preaeure to bear 
againat the British aovernaent to atop ship­
menta through the sur- Road. 

I saw that. 

llhieh waa completelJ - now rlth reep<~ct tc. 
soons , reporU are - I take it 1ou •1 knOw it -
that he 1a cOIIIling with YOWI6 tor atabillr.ation 
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and we hD.ve ll!Alde a rather detailed and care .t\11 
study of thD.t situati on but before you go i nto 
i t seriously possibly you may ~ant to -

I e..o not r,oing to go into 1 t seriously. I will 
be ~;lad to turn it over to you and tr . ~ell . 

And t here is a po l 1t1cnl situation there , t oo , 
t hat i s involved. 

l.arold? 

The !\Jnda t o !:lOVe the r,old froo the ;;ew York 
:..ssay O!!"lee to ! o r t Knox will be available. 
".'ie are .,eet1ng t h111 nornir.~; in the r oo t orr1ee 
Oepartr ~ nt to "mke the arrangements to l'!ove 
t hat as soon as we have the .funds . We are 
planninc to follo., t he prec~se arr onconents 
which we "'1ade before. 

Does t 'ln t c ean that tho Director o~ t he 1:1nt 
rides on tho first true!: or 1s she goint; to 
ride the first loco~otive? 

This f~ ll oll be MOVOd b] the Pootnl , e rvice . 

Csn • t she ride the fir at t ruck? 

Yes , 1 !' she t;an ts to. 

About throe tlmes a week or tw1eo n v1aek? 

Tv.1.ce a TIOek . '!'here •·•111 be su train­
loads . 

Are t hey current on the silver up at ~est 
Fointf 

Yes . 

It is about tioe we r.ore thinking about the 
1940 reports. I "C:oul d just like t o thro<l it 
out fo r discussion a a to ~etr.er or not ~e 
shouldn 't try to write a co::>pl ete h1ator1eol 
r ev1eTI or the past seven years . 

Fino . 
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Belli 

H. M.Jrt 

Bell: 

B.M. Jrl 

Bell i 

H.II . Jrl 

Bell i 

H. II . Jrt 

Belli 

n. M.Jr t 

Gaston: 

H. l.!. Jrt 

Bell i 

H.M.Jrt 

Bella 

-18-

It 1a quite a lot or work Ul4 I tb1J11t there 
will ba·n to be •- orpnh1ng Ul4 apreeA 
1t out. 

George locke healty. 

And get eome dlt!erent people. 

George got ott eaey on thla tax bill. 

It 18 reall7 eCIIUith1ng that ought to be put 
in ac.De place along the line thls year. 

Sort or a tarewell addreee. 

llaybe you can put 1t in the eleven th year, 
you don't know. 

I wan' t be ueing 1 t then . 

I th1nk 1t 1e a 81004 th1ng. 

I t aulte me. All rl g)lt, George, don't make 
a Gettyeburg address thoug)l, pleaee. 

Doee that ... an you are acan41date tor a third 
tera or not! 

• 
Mr. Bell with hle ueual toree1g)lt thlnke thla 
1a an apropoe time tor • to .alee e report to 
the people ot the United Stat ... 

LlJce in 1936 I tried to get the Pree1dent to 
put 1n a prov1e1on in the budget that the 
next Prealdent -uld .alee hl• tNdget .. aeage 
on Peb~U&r7 1. He aa14, 8 0h no, we won't 
need that 1mt1l 1~. • Be ai~t do the -
th1JI6 here. a.t -ybe we won t have tt.e to 
do thle, but it 1a .... t hing t o thlDk about. 
I tb1JIIt alec we ebould take another look at 
the bulletin that 18 going out. 

Want to put in ao .. cartoona' 

'rbat a1&bt ~e it mre lnter .. tlng. I thlnk 
1t ought to probably go to George tor editing 
like he doea the annual report Ul4 He whether 
or not - are tollowlng too -ob routine. 
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B. !J , Jr: 

Belli 

Thompson: 

H. !!. Jr: 

Thomps on: 

Graves: 

B.tt . J r: 

Gas ton : 

H. !J.Jr : 

Graves: 

H . ·~ . Jr: 

Ga ston : 

H. li. Jr: 

'lhompson: 

H. M. Jr: 

Thompson: 

I! , M,Jr: 

Thompson: 

H. II , Jr1 

- 1~ -

He looke healtb7. Give it to hia. 

All right . That 1e all. 

Comm1es1oner Belvering ia diaouasing this 
morning the poeeib1lit7 ot appointment ot 
Mr. Alexander as Diatr1ot· Supervisor 1n 
Alcohol Tax Unit. It Alexander deoidea he 
1110uld 11ke to have that job, we will have 
to get an executive order to give h1:a 
civil service. A draft haa been prepared 
in whl.ch I will present it llr. Alexander 
decides to take the job. 

\'lh&t does he want to make h.imf 

District Supervisor i .n New England. 

Boston, vice Yr . 3herwood. 

V1cef 

In place ot. 

\\hat are 70u doing with Sherwoodt 

He is at the \<bite House. 

What 1a be doing tberef 

Assistant to ll!r. llclle,nolda. 

\\bat did I .. ,. about giving b1lll our .enf 

Kac arranged it and I didn't knOw it . 

Honan, ,.ou knoW a:t rule , 'tlben a tallow baa 
made a mistake, tell papa 1'1rat. 

I didn't t1nd it out until about a week ago. 

WhJ have 7ou waited ao longf 

J.!ao arranged it while I was awa;r and he waa 
Aoting Administrative .lniatant. 

Not a triend 1n a carload. tlell look, I 
thought that llr. $Ul1't'An waa handling tbia 
-tter. 

1S8 
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Gaaton t 

Thompeon: 

n. Y. Jr: 

Boll i 

Grave a: 

H. loi .Jr t 

Bell: 

Tbompaon: 

Boll i 

Thompaon1 

H. M.Jrt 

- ao -

App&Hntl y be waa but :r .. tai'ISay Ill'. Bebe1"1q 
brought it up. 

I th1.nk thia 1e pert of the aet up that 
Sullivan approved, but to do it you ban to 
have an executive order if Alexander acoepta. 

It ie a very good solution, though. 

\Te will try i t. 

'fiha t 1e the ealaeyt 

aut:r- t1ve . 

Lett. tey it. 

What reduction ia itt 

Th1rt;r- t1ve. 

Thirty- five! 

. Yea . 

Find out how 111\loh the President 1e 1nter .. ted. 
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TREASURY DEPARTMENT 

TO 

''''"' 
&ubJeot: Ra1lr aoYe .. nt t or export. 

Reoeipta ot trei~ tor eif2ft durin( the week ended 
June 22 r on to a new Bh in~or the period oonred bJ 
our reporte, both at Wew York end at 9 other Worth .ltlent1o 
porta. The inoreaee or 1,313 oera, to a total ot 7,491 oera 
t or the entire area, repreaente the ler(81t upturn or 801 
a1ngle veelt i n the period ooYered. ( See Obert 1 and !able 1 
at t ached .) 

the other band, deolined 
our t1(UJ'ea deriYed troa 
AI a oonaequenoe, export 

t r ei ght baa piled up ~~.:--~ , raiainc the yoluae or 
lighterage treigbt in atorage and on band t or unloading in 
New York harbor to aboYe the FebruarJ h1gb. (Sea Obert}.) 
Adequate etor age apaoe ie etill ayailable, howeYer , •• ebOwn 
by t he detai l ed tigurea g1Yen in !able 2. 
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RICEIP!8 or J'REIO!ft POR UP<Il'f A! liD YellE 
AIID A'f 9 O'fii!R IOR1'B l.'fLAII'fiO POR'f8 

Week ended 
1911<> 

January 6 
January 13 
January 20 
January 27 

February 3 
February 10 
February 17 
February 24 

Marob 2 
Marcb 9 
Marob 16 
Marob 23 
Marob 30 

Apr1l 6 
Apr1l 13 
Apr1l 20 
Aorn 27 

May ~ 
May 11 
May ll! 
May 25 

Junel 
June S 
June 15 
June 22 

!/ So\ll'ce: 

g_/ So\ll'oe: 

9 other l ortb 
Naw York !/ Atlant1o porte gj 'fotal 

(- - ---------- In oarloade -------- ---) 
11-,000 1 ,251 5 !>Cl 
4,056 1,4)3 ·~ 
4,060 1,557 

5
:61

9 

4,3!9 1,1125 ~.2ll 
4 ,274 1,49! 
4,611 1,590 
3, 97 1 ,637 
4 ,550 1,667 

11-, 577 2,~ 
4,059 2, 
4,072 1,!45 
4,424 2,0) 
4,150 1 ,492 

3,979 1 ,~~1 
,.957 l, 6 

4:~lt 1,5~ 
1,2 

4,255 1 ,~22 

':U3 
l, 19 
1,5!~ 

11-, 7~ 1,!2 

~, 071 2,~61 
,us l, 9! 

4, 726 1,!52 
5,334 2,557 

5,772 
6,207 
5,611 
6,217 

6,965 
6,507 

2:~~ 
5. 2 

5.~30 
5. 23 
5.690 
5.5911-

5,F1 
5. 12 

~:l~ 
1.432 

,5!6 
6,57! 
7,!91 

General KaDagere 1 l. .. oo1at1on ot New York, Da1l7 
Report ot Operating Conditione 1n New York Harbor . 

Aeeoo1at1on ot Aaerioan Railroade, Oar Ber•1oe 
Di•1e1on, Report ot Carload Freight tor lzpol't 
and Ooaetal Veeeel Mo••••nt . Inolu4ee Beareport , 
Portland Boeton, Pro•14enoe, Ph1ladelpb1a, 
Oheeter, 'w11a1ngton , Del ., BalUaore, and Nortollt 
(or l!aapton Road•) • 
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!ABLI 2 

STORAGE SPACE OCCUl'IED AND ADDITIOIW. 
SPACE J.VAILABU: IN NEV YORX IWIBOR, AS or JUNJ: 22 !J 

Lighterage trelgbt Ad41 tlonal. epace 
1n atorage uallabl e 

(Carloade) (Carloe4e) 

Co•ered pier• ),60) ~.898 

Open pUr• 

Ground 

Total 

!/ Source: 

2)5 180 

1,51S 5.344 

5 . 356 10,422 

Aeaoo1at1on ot Aaerloan Rallroada, Car Ber'flce 
D1'f1e1on, Carload rrelght , ... On Rand 1n Storage , 
.•• And Additional Storage Space A•a1lable, New 
York Rarbor. 
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Conference Held ill Illite H-

1huredq, .1- 27, 1940, )a)O P·•· 

Presenta 1he Preaid .. t 
Sec:ret.erle. Hall, ltorpDthau, Yallaee, Bopkilla 

llr. D. if. 8e11 
l.lr. llilo Perld.Jie 
llr. llhito 

(The President thougbt tbat Qleater llrt1.a 

ehould be ill 011 the conference ODd he waa 

sent tar &Dd appeared about. 20 IOillut.ea later. ) 

The President began to reed • report 011 Latin .lllerica, and atter tbe 

tirat page or ao aalred 11ftose report it. wu but no CIDe present .. -.1 to 

know. Socr.tery Hull re.illdecl the President tbat tbere waa a report wbich 

tile four Cabinet aabers present had rlp>ed ODd suiBI.tted to the President. 

The President said be r•ellbered ODd atter tiDdillg it, re-read it. He 

atatecl tbat tbe report was all ript but he bad understood tbat 8arl 

progress hod been •de aince that report waa nt.itt.ed ODd tbat 1080 

s)l<!cifie r ecO!tiiiOlldat.iona wer e ready. 'llhereupon Seeretery Hull aubolitted 

a report which be said be UDder stood the iDfar.al ca.d tt.ee c-sed ot the 

emerts of tbe tour depert.enta bad been wcrld.Dc 011. Tba Preeidont reed 

a good deal o! the -or&Ddl& aloecl. Secretary Hall YOliDlteered tbo 

information tbat it probobl;r was a prelillillary report eillce be had obtained 

it at tbe last 8illut.e. 

The Prea1.dent upreaaed the opin1011 tbat tiM •na ot the eeaence• and 

that it wae oecasaary to •on forward at 001ce i.naaucb aa 1t Qlgland blew 

•1> :Jen:.an:r would begin lllld.ng ettect.in trade arranc-te in Latin blrica 

and • e would be 011 tbe ••- too late. b., the Preaident re.d tbe 

paragraph i n the report re~ng thet n-ro\18 agencies bo represented 

on a C08IIi t tee to proaecute tbe progra, be said tbat would 1111<1 tbe 

c..nttee too larp tor etrectin work. He said it •• Decuaary to baYe 

a Sl1lall number, .,d thOIIIht thet cabinet -bere present would eu.rtice tar 

tile co111111tt ee. He auggaat.ed tbat 11r . l'oreatall, tbe new ed81niatrat.1Ye 

aasbt.ant, would be ., ucellent ..., to coordillate tbo act.i Y1 t.ieo o! tbe 

!0111' depart.oento represented 011 the ~t- and woald gin tbe provM 

!lie necessary push and continui~. He asked 11ftat the cabiaet Mllbera 

tllO\liht ot tbe 11lflt eatioc. 

Secretary Bopkina said tbat be didn't know llr. Forestall bat tbat, ill 

Ilia opinion, liUCh dapend.ed on bC>W he felt ill bis beert toward a.r.aq • It 

li.r . Yoreatall were 1Jicl1lled to bo s;roopathetic with a propoaal ot appeue­

_,t, then it would be -t 'IID!crtw>ate to haYI b18 coardi .. tinc the Latill 

l.urican progr .. , &I bo could IJ"Utl;f d181nieh tbe eft oetiY-11 of WfT 

progra:.. Tbe President said tbat waa quite true, but he didn't auppooe 
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tJut l creat.&ll did reel that •1:1· However, 11', he continued, they hac1 

so20!1• else t o recon::eod or 8\l&geat, be would be glad to conoid..,. it, but 

~·~in &n,)' caoe .... lligl>t ll&lco acne turther investigation or rr. r'orestall•a 

views to obtain fur t her infarution. 

ocrotary l'argentbau asked ·rnether Dillon Reed (with who• Forestall bad 

-ecent.l,Y ~eon connected) hadn 1 t sCDO ilr,)ortant bond i nterests in Latin 

.1..-.orlca , The President t llou¢>t it l!ligjlt well be likelJ', u so fLIZl7 ot tho 

tnvest .. Mnt houses hod frozan Latin Amorica.n l<><lna. Nonetheloaa, he thou¢>t 

U:' ;·ecrotary llliflht tind out about it. 

:ecretary oallace said that great care would have to be exercised in 

t.ie tar•ulation of any prograa to INll<o aure tbat the American !anters could 

,. carried alon• with it. Tho ro was danl(er that a_, of tho taiddle weat 

~armors would be atrongl y oppoaod t o any acheme which they i nter preted aa 

incr~aairlf the crop suppl y in competition w1 th their own sur plus cropa and 

t.""t i t would be e ssential that the cooperation of some ot tho .. n on tho 

r.ill b• obtained before any publicity be given to tho prograa and that any 

sud! publicity ghon should be gena o.-er carefullJ' to avoid op;>os ition 

fro" the farm el ements. The Pr esi dent &£Teed . 

"hester ilavis stated that the fanoar would have more confidence in any 

proposed ache:e to absorb Latin Allerican crop surpluses it noro oucceaa 

··~· rodent in gett ing rid ot our """ crop surpluses. he thought that the 

.,-oposal would havo to be handled ve'17 carefully so tar as tho Aaerican 

far:ner wns concerned . 

•·no Perkins expressed the view that the f&r:DIIr would feel less con­

cernad 1C it were aade clear to ~ tbat tbe thing were goin~ to be handled 

on a broo.d scale and im;>orts " ore to be handled as well as export.s . He 

thought it """ essential that eomo schOIUO should be developed that would 

er.rlsaro central contr ol ovor buying and selling for the whole hemispher e . 

In such a sche», special currencies woul.d be necessary. 

Tho President thought tho idea or '""'" special kind or currency was 

vood but it couldn't be the dollar oeca uae of the Latin .I.Jacrican 

suscopt' bilities and laughinr,ly suggestoci • christobal" · 

::r. Perkins said that tho concept of including ill;>ort.o hadn ' t beeD el• en 

a.~y considerati on 1>7 the colllllitt ee or exports . l:r . .. bite stated that tha t 

.rasn't quite accurate; it had been given a good deal of consideration b7 

t.'te exports and that t he ,..tter was s t ill beinrr diacuaaed. He atatoci that 

the r eport which tho Pr e aident had belaro him was a nry prellmi.nar7 report 

and that it bad been the intention or tho coouittoo to wcrlc over it • good 

d>al aort and eeere- with ~~:ore apecific reco:oendations. 

The Prosident oaid then that t he next step ia t o go ahead and prepare 

that r eport, and he said he would see t hat llr . Forestall get in touch with 

the c._,ttee so that Jo:r. Foreat.&ll would get to know what it was about. 

The a eeting adjourned about 4•30 p.a. 
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01rl<m at PCIIII<II .t.aUOOIIl'lla&L IIII:LAnCIIS 

~If, lNO 

Jat CABillft llllnWO 

IDIWlr at OABI.IIa (If JOIIII<II __. 

(looe1ft4 1-. 11 to l'lae If, 1840) 

OA!W>A: a.dpt noo1uUooo ....S.r ..,...14eraUoa 1a \lie ~~ .. 

179 

Pa:rll ... "' proY14o tor U.. s.pooltloa of a -.: or 10 ~roeat .,.. •t~~o ftlu. 

tor 4ut7 p~oe.- ot all 111Por'- wut~wor tr.e ar 41&Uull _, Pl'O<Iuoto 

entore4 UDIIor tho Br1 Uoh Protoroatlal fv1tf, TIW OoYOJ'mlt'lt pola- out 

tllot tllo 111• t ox ,.. aot a protootl.,.. d.ut7 but oo1a17 u -.... tox, aa 

lt oxpreooo4 tllo ho~ that Cal>.do 1a tlwo 111ar rut~~n •00114 1>o abll aoo..,... 

to..,,_ lto loq-tlJM pol1o7 ot Pl'OIN111Y017 1.,.1'iq -o 1>U'I'1oro a4 

ucollr'Ogla& tro4o w1 th o.,.r oouatruo, Other 1>\lll•tarr • u uroo 1ao1114o 

iaoreooed. -· • au-Uoo, Uno 114 ...-.; 1.aonuot a- -•; 

lDorelliH -· ""ez-• protiUJ • ••-.: ot 10 ooato o po- "" .... 

leat tcboooo; u tao ...... 1a tho -.: '* -oa\u'od. toboooo h'oa 115 -to 

to 315 OOOW pG' I>01m41 ODd Ill a- 11. tbo Olllft\U tiX h'oa tl!oOO to 

$6,00 per tllo\111D4. 

COLCIIBU1 Keuuroo n-tlJ' oppraft( IIJ' tho -U « 1Ua1o­
for norpllio.tac tbo aaUCIIlal oo- of ~1• laol114o tho t.U.iaaa 

(1) RotuD4tac 114 -•o' 14aUoo of tho iatoJ'IIal PQI>Uo 4ollt whloh wUl 

bo MJ'riao4 1>7 \lie Bllalt of tho a.pablio at latoroot ratoo of 4 - • p-at; 

(2) • lola to tbo adla 1>7 tbo Bulk ot ... lloiPullllo ot 10, 000,000 ~-· 

obto1Do4 MialJ' trca tho ll:xport ODd rapwt 8aDk 1-1 - (II) tbo "" ot 

e,ooo,ooo P""" oat of thd loo.a for tho ootobl1 .... at of a 4opar-.t 

Ia ta>o .lcz'1ou11ural Cn41t 8uk lhioh wUl Millo ohart a1l4 loac-tom lOdl 

to fu.ro a1l4 u ... atoolt P1'114-· 
"-'""• 'lho ooao\oatlJ' taoroulal -'" of Daa1oll too4ot11tfo 

to 0.,..111 ..s \lie ftJ'7 11aitl04 q-tltloo ot ooal 1 •-1, 0114 o- rn 

114tor1alo l.llpar- boca that oo1atr7 11. rotura hone ro11.1l.tod. 1a • ~ 

oloa:rla& bolanoo 1a f.,.OI' of :o.sulto Tllat o1tuotloa1 1a tun, 1• arodial 

-~at 1a Da:liall 1J14Utl'7o !t. a-~.oSMat .of uncalo 41ttioult1oo 

ot a oenou aat~~n oro •Uot.paW 1a - Mil' rut .... 

:o....n: -ol114ot a -.aa..,. t .s., J1alU4 • JUao • oftoott,. 

tor tho boluoo of tbo 7~• 8IJ'Wl' 11 to bo .,. oa1o boo1l -.r •111* 
tr.S. bo-• \lie-. -trloo 11 to 110 ....,.114 •• 'I'J'04e .. .,uotloal 

•ttl> otha:r ooatrioo oro -'ial '11., • P"'OIJ'MI• -~:s!. .. !!:" ~~,:-­
la& that-- ......... be-- -k ... h•-
.. 111tllon .,.., 110 trilotorol 11. o~-.. ra~ - ~lJ' ""1~' 

'fl>ln 1111- • atonal.-.. 11. • ._._ ot •'tll-' ..... 

Ia o.-rtt oiaoo April 1 lid tala _..r ot eh1': ~t':~ :-:r:.t 

po._.t. Sown«, a 111 P-' UallJM 10 • .. ~ ot ptco' 1e _ ...... 

Ia tho a..-r et &1-..., u& 110 __ , 11. ~till blpal'-

117 tllo _. ot .. ,_, •iac •.,. 11111"*'• wlliall wUl •-

taU• ot tMin1&tto - ....... 
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a... llDX11'7 o.,.r the pm orop 1e taU - .... ot the l eta ....s111 

reoUltl.D& rr- ibe -re wm ter o.114 1 lo"C 41'}' IOPello Prelta!Dary utilletea 

!uol!oate that 19~0 111"&11l erop~ ill D-11: Will be tr.. le to 80 peroe10t 

'below llOJ'Mlo 

G!!III.Uf1': .l d- of 1,_ 1'7 ti.D4 tbe .. u ... ~plicabla ill 
O.xaao:r tar tha pertol 1ul7 1 to 111l.:r 18 at 11\lbat...tiall:r tbe - leftl 

preTaill.D& 4url.D& l4a:r o.ll4 1un., a.,..,..,., the oh•- r at !lliO waa ra!aad b:r 

&~.~~ ar- ao that the rat1011 tor tile 110tira ' weeb will be su,e -

per oap! ta u aptut ISO ar- ill 14a:r o.ll4 1..,.. aD4 l8f .s ar-e ill tha 

wmter !11)101111 , "lbo eoooa ratl.ca tor oh!ldreD wu in......- tor tha 1111:r 1• 

28 rot!OIO!na period trr ea, ll ar- to ~ grou, 

n.. 1ora!p Ott!ce oPOJiaored DIJIIS'! .&118 J)JIJ'!:S(IIUli carr! aa UDder 

date of 1uu 81 tbe followi"C -lq,. with ra~eot to ClarJ~~aD.:r '• tool 

sl tuaU010: "'lh• aoeart!OJI ot Ill• I.o114on ra41o that 4url.D& - oa1111 wlator 

O.na!l)' will be tUid with a toa1U 11 aharaetor!zed ! a author! tot!"' 

CeD".U eirolM .. a fool!* aDd -lltel:r IJIIfoUI>dad ~tloa, I t !I 

n preoal:r atatad that o..-:r r before hal oontral. OTOJ' .nraord1lllr111 

lar.,. aupplioo of oai'Ml gra!U whieh are qui w .. lar• u at tha »cil1A1111 

ot the war, 'lha •IC>PliM ot butter, •ceo aD4 meat will be OCIIUI14arabl;r 

lar•r at t be be&1cai"C ot the winter the wu t be - laat ,.._.., • 'ftla 

ota-t 0010ol\ldM With tbe ..,..,111:1r•t lll.at the Cit_.. 111n1aV;r of Jloo4l 

•to 110 lo,..r OOilOarllillg 1t•lt With "the problr of tbe food a~C>pl:r tor 

the :roar 19~ , that 1a to 111, ~ to tbe tille of ibe 19~ harftat, but Ia 

now •«>kin« - the auppl:r plaa totr the :rear 1Ml-1MI. • · 

110110 EOIIG: '1111 OWfi!U et ot J1.aac ....... h .. prohlbl tad tha uPOrt 

of r ! oa axoapt ua4ar llOIDMo ao111 ICAIIIC !a a red!atrlbutillC polllt t or llll&h 

rloa traa 1114-l.DI. Seftrel •1Ploab tor """"11"1 aD4 otber Clll.Der 

porto be.,. -.. bel d there liJ tha aud4alll:r ...., .... aad rea tr!otma. 'l!le 11°111 

Io111 aon.._ t illto....U:r ....... ~ that tbe raatr! eUOil aa:r ba Olll:r -

Por&rJ poDilllll illtoraat!Oil •• to wheliiDr OUJ'Hiltl:r 41a1eoatad olllppiJII 

t aolllt!aa will pazmlt - M.latonMOI of autfiolallt leoal a tooka to llllt 

llle 10aada ot tate Bolle ....... poplll.atlca *ieh 1e ooulclnaiiU l ar•r t1t1D 

ucmul• 
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tiM -1-t of lla:iou ao-• of eqppl)o. .aa ~ u,. .,.u 
thl'eeteu a eluwte.et of ol .. u1o -r due to ~ eoere1~ of .,.ter a\ 

b)'U0-41leotr1o etettoae. 

_,... of "• poeaible etteot of, .. &ro\lllllt em a&rioultQral pre-
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4u.ctioll tho 1•-• loi1JUotl7 of .f.41r1oulturo u4 :rtroe trJ bu ;req,.1 w 
.,. opp:oprieUOil of 6 a1ll101l :ru w111l wbhb to WPP17 tuwro wUil portable 
1rr1p t1on p-o alliS Tari otia• of U,.-rioe ...Ulap. Batat.ll 4ar1ac tile 

tirot 5 ...,ntbo of 1V60, oop0111117 1A :!utarn 1&J>U 1 •u tile lowet e 1Aoo 

lVM . t&l'ller o are exper1eno1A& d1ff1cUl~ 1A truepluUna rile. 

GoTernant resuJ.at1nna tor tho oon10nat1on of t.bo ooreala ftl!JlT 
tl>rnuall tbe ana.tml of 4 1etr1but1oa ot -.heat all4 barloT boo- ofhtti .,. 

ou Jlme 15. n.o rosuJ.o tiOill proTide for tbe -ula017 aalo of -.h•t u1 

berlof bf tuwero to anopereu ..... fte latter ... abar.-4 with the aottal 
dlotrlbutioa. of tllo • lftlna to .. ,_ •• 

la.41oatlona ue t.bat tboo 1apane• GoTor-nt 1Atoll4o t o 1Atroduae 
ratloa.1Ag tor a wide renp of ollllled toode 1A order to u111re 114equato 

eupplieo tor tbe 11B17 • 

Duo to 11>1 UDfaToreble outlook tor tbl za_ .. coUlD tartilo trll4e 

1111 ope:ratoro aD4 tbe C.blMt p!• n<ns Board ue ena.lidertna t be oetabllo~ 

mont ot a enntral apn07 to resuJ.ato row ootton laporte aJ1i1 olot.b O%Jl0rt&• 

\l>o p:opoaod opnOf woUld be authorized to 4o'l'el.op now aaruto , reotriot 
OOIIIotltlon oo ao to JUJ.nta1D pr1oeo 1 .,..out& plannld pro4woUOil1 aD4 brln& 

about • sreator 4h•orel ~ 1A row oottOD p~rob ... a. 

• 
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The otfic!al coat ot 11•1Dfl 1ll4u Oil Tw>o 1 ~· 81 per""' aboYa \be 

be .. l..,el tor 1uly 1914, rapraHnUD& all illcraaaa ot 1 poillt COIIpa....S wUb. 

llaT• 'l!la illcraaaa 1~attr!buh4 b)' na 11.1111atry or labor to illoraaaaa ill 

cool ao4 clotb.ill& pric... The roo4 1114u ncura 4aolilla4 1 pll'Oellt 4ur1D& 

tl>e .,0 tb 4\101 to ro4uoUou 1D pricu ot dairy produoh. It 1a ottio1allr 

otaW4 that llO U\lll&iOil Ot ili41Y1411al raUOlliDII ia OOD\Iaplo\14 at prtMil\, 

The Board ot Trade 84•1- tb.ot U Will allD0111loa Witb.ill tb.a Den 
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tow daT• tbe .. tabl1-t ot .., ort1o1al tobacco control •"01· 'l'lle 

control egenoy Will exerotaa roav.J.atory l:I.IDcUoDe onr raw •terial II1J1pl1u 

up \0 tho peillt ot UDutecturo, i.e. , to the po1Dt .more the to be coo ll&llu­

tactur~ro' Y01111l~IZ')' 80- baco .. a operatin, llblle 41ta1la &re DOt 11t 

4ooi4e4, the control agenor will concern Uaelt 111 the bec1nn111&, u 1a 

11J140retoo4, Witb. .. intaiii1D& • ta1r 41a\ribut1on or \obacon atocke ao4 pr.. 

Yentlng epoOIIlotln tc4enoi... later on U Will p.robeblr taka onr the 

""ntrol ot l.llporta. The 8oar4 •pb.oa.- \ bet 1\ bed no iii\ID\ioll ottlc!allT 

to rtCIIlato the ..nutacture and aarkaUng or tobacoo products. 

'lila U111t a4 X1ngdoa 1a now the only lerse IIU.ropeOA illporter ot 

~er1can raw cotton. Brltleb Qoyera.ent req~1r ... D~I h«Ye neoeaa1te\ed 

Jll'Olongetioll ot oYertt.l work &D4 the illtroduotloD ot double ab!tta ill 

oertdll a1lle. l'brwudill& or raw coUo11 trca •rdi&Dtl to allla 18 110W 

abo .. noraal deopi te the nry 111laattlad e>;port buaiDeaa tor taztilea ud 

ro4uoo4 bu;r·ill& tor oh'1l b ... conaUJq>Uon, J!tteotln Sapt•bar 30 the 

eu"l1oa ot ootto11 ple-da ODd .. ta-up coo4a tor elnl - OOUUIIptlOll 

will bo draetloall;r raducad . 'l!lia, it 1a e~eote4, will ra4uoo r..., ootto11 

roqul.r.,.nu oonaiden'alY notwi tbatandill& illcreaaiD& pro4uot1oll tor co•om­

•nt aoooUDt end t ba •pb.oala balD& plaea4 011 1llcr.aae4 eXj>Orta. 

Tbe Britlab ll.llllatry ot Food ill coDJioctlon with iU prnioual;r 

ezproeaad dea1re to acquire ell -rgallOlf reaarn ot 9,000 lOll& tou ot 

s.meriCOD retilll4 lard daoi4e4 to proceed with the J>Urchaaa tbro"6h tba 

I.Mr1oan peekers' ngonta ill BIJ6).6lld on the baeia ot U a. par hW>dro4 welcbt 

( f7.S? par 100 poWI4a) coat alld tra18ht the United IUngdoa, tor a opeoifio 

qua11t1 ty boaad 011 aecb ag111t • a aor.l ab.ore ot the trade, 'l'ba 11.1111atrr or 

Food bao Juat anooUJioo4 tbat 1t bed obteilled the ontlra 9,000 tone on t he 

bea1a aenUoned. 

The Bri Uoh a ttl tude toward a propoal\iOll 

aedo by tor a aubatantial ucreaae ill the Canadian 

bacon quote at re4uoo4 price 1a ao\ kDowD. A laJ'I• J>UrchaM ot Al.Litrolian 

drlad fruita, prillOipelly raiaina, at low priooa baa been aa4a br the 

ll.lllla try o t l'bo4 , 
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!10 atat_,t O&ll M M4o Ol ;ret ra]AU ... to arop ooDd!Uou aD4 

the toocl auppl:y oHuaUon In D>rope. ~oh a atat•ont will M 1aeul4 01 
aoon •• Foreign S.n!oa ott!oaro ill lce:y looationo obroed hoYo ropliocl to 
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0 roquoot tor illtoraation on \bot subject •nt out b:y the Ottioa of Pora!p 

.cgr!CNltural RolaUou oarl7 laot -lr. Intoraat!oD racet ... cl to cloto _, 

be ,_.-!Mel oa tollon: 

(1) ITALY: Raporta inclioate that tbia 7oar• a wbaot oorooae ~· 

larger than a year oco but thot tile orop Ia beclnrarcl ancl will be a-ller, 

Bow'f•r, the acreage u.z:wler oat:a and corn , pro8peota tor which are yeey 

goocl, will probebl.J' be lal'ga enough to ott•t the upe~ed Wlleot abcrtop. 

So do tin I to into-Uon ia na!lablo ao to t ho 1'1 oa aero ago but tho crop 11 

roporucl ao boclnrarcl. A larger crop of pototoea Ia reportecl and on a ... rogo 

hoy orop 1a expootl<t, OUYao aD4 U.On4a hon bou cluagocl by oold weothor. 

(2 ) CZBQlOSLOV.tnA: llo ott1o1al clots uo obtainoblo Oil toot oDd 

toecl crope in Boh.ta, llornia oDd SloYOlcia. Ullootti cial incl!ooUou uo 

\hat taYoreble opriq oondi Uono hon 1aproncl orop proopo~o boyon4 

proYioua eatiaatoo. lloat winter-ldllocl ancl injuracl oropa ware roplaoacl 

by aprins plAnUqo of groin, beau, ngl\ablaa oDd toroga oropo. Howo ... r , 

the T'.(e ClOP Ia bollOYI<t t o M poor, 'Die 7iold of 'bl'Mclgroino, illcludiD& 

ryo, Ia eJq>ect ocl to M 2:1 to 40 pal'OOnt Mlow tho raoorcl 1936 lo.,.lo, tho 

loot reer tor wbioh otr1c1al tiSUl'"• w01o pu'bl1aho4. An incraoH or 2:1 

perc011t cnr laat year Ia reportecl ill tho augu'b .. t acreage.· J'oclclor oropo 

ban oleo been inoraoMcl. '!'be tiro\ outt1JI&e or hoy ohOw obulldant yiolclo. 

(~) IDJWARI: 'IIIAoot oDd r:re oropo ore roportocl MlOW oYengo but 

en abcn-aYoroae ClOP or opriJI& barleY aD4 oato 11 o-cto4, 

( 4 ) ·YUOOSLI.VIA: Proopaoto 1D41oate that tba wheat OIOP will bo 

below & .. rage oDd that IJ>l'IJI& groill CIOPI ODcl OOl'Jl oro bocl<warcl ill do ... lOP­

aent. It 1a poaalblo, hOwnor, that tho corn crop U1 yet o.,.roo.,. tho 

street o r the loto ota rt proYicliD& weather ooncl!t!ona oro f&YOra'ble up to 

IO!d-Auguat . 

(5) ~~ Sharp rocluctioDa 1n produot!OD oro .spaotocl tor aoat 

call groins clua t o the unuoua,llr .. .,. ,. willtu , late oDd raiD)' IPl'ill&• 

&Del \he 110biUzat1on ot tars labor aiDOO loot Sept•bor· lD a4cl1t!oD to 

current aJq>Ort probi'b!ttou tho uonrnaont !o oont•plattns the ontoroo4 

reduction ot the wheat content b tlour oo eo to inouro clo .. ot!o DOOcla tor 

the W!Dter. Grain oJq>Ol'ta are expe~o4 to M gl'Utl7 recluoa4 exoopt 

poaai bl7 ill t ho oa• ot oorn. 

(6) D!MIARIC: Prol!aiDor)' eot!aotoa illdioat o t hat tile 1940 gro!D 

crop in DellCIOrk will be t!Oa 115 to 20 parooDt Mlow no ... l •• 1 raault ot 

tho a .. era Winter ODcl tho lOll& dry spell tbla apr!ne. 

-
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J\IU 271 1940 

Honorable HenrJI Jlorgenthau, J'r , 
SecretarJI of the TreaaUrJI 
lbah l ngton, D. c. 

Dtor J/r. Jlorgenthau : 

I want JIOU to know that I a.a alncerelJI appre­

ciat ive, both offlclallJI and per aonalll/1 of the proapt 

and v i gorous action which JIOU have taken In an effort to 

hove appropriate stepa taken to ezaalne certain foreign 

• oil preaentlll In tranalt through the Un i ted States. 
Thle Bureau has been In touch ~lth Asslatant Secretar11 

Herbert E. Caston In connection ~lth thle aatter alaoet 

conetantll/ for the past several da11a and I cannot apeak 

too hlghlll of the sincere and efficient action ~hloh ur. 
Coston has taken In an effort to ~ork out aoae eolutlon 

of thla problea. Aa a r esult of the effort aade, partlc­

ularlJI In 11our Department, It hoe been determined that 
there Ia no legal aeana bl/ which thla mall aa11 be ezaa­

ined. A prograa haa, ho~ever, been worked out, as I 

~no~ uou have been advlaed, wherebJI thla aaterlal will 
be ezoalned through the British ceneor shlp at Barbadoe 

and I aa conf i dent that bl/ this aeans we ~Ill obtain 

the benefit of anu lnforaation or aaterial cont ained 
In the mailed .atter which Ia of Interest to ue . 

Slncerdu, 
~ Cl ··-v . ... 
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TREASURY DEPARTMDIT 

INTD OPPIICS CCIRRIMCA~ 

ottiatal. eel•• of :lrlUu o--' .. u.r -"U.ee _..r \lie ""'lac er&er 

ottoau ... h l .-.q 19• 
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... of ....... $ hnnl• et 
lel.l ........ :u 

• h ..... et 
1!!4! !!1l 

1.- 17 
1.1 
19 
20 
21 
22 

!OUL rnm•n 

IU 
17,016 

1.00 
IU 
1lll 

1.1!) • ., 

22 !0 J1lll 22 l ,JJ' ,l6)l 

IU 
1,6oJ,232 

~.­IU 
J,JU 

IU 
l,lilb,fij 

ll&.ltz.o» l.n.!!.IJ)O 

llr. tittort ..,.n.t , .. , eel.e• ttt --"' ~u ... tor \1M ,.. lillie& 
..... 15 _ ... ,. eoo.ooo. llr. n--• 1a ial~ .-tu.-ttal.lT \!let 
~.epon.a• ""'J h ., -~ ~u ... uo 11otac nrnatlT _.. tna • .,., 
to CarrMM. 

• 
STRlCTl y COMf\DEMT\~l 
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TREASURY DEPARTMENT 
186 

INnft ()I'I'1Ca COMMUNICATION 

X.. tallr:lDC 'T h l _,- vi\b Xr. P11U.,.\ \~, 1 \ol4 b1a \ba\ \ba beuvJ 
bl4 ,...co1'ro4 froa \ba Jo4aral Jllloene 1laU: of hw Torlt \be 4zeot\ of a l.eUer ~ 
tl:o laUor 4ao1ra4 \ba\ \ ba S.c re\UT of state a44ftll \o 1\ 1a co lca\b& \be • •ooc- f roa \ba Bri\1all Cion..,_,.\ , \-oa1Ue4 • .Aa'baue4or x..,..q, w1\b ,.._ 
tpOCt to t reufoniae \ba 11aU: of •cJ•• -•• ¥1\ b tho Je4aral Jeeene­
at J ov Torlr: iato CloftnMa\ ace"""'-• Jlr, Plao .. \ WI cl.e4 \o - \bat \bia 
llaa1ooll h ~lAc f orwr4. 

S fRICTLY CON Fl DENTIAL 
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TREASURY DEPARTMENT 

INTmt OI'I'ICil COMMUNICATION 

!be Sviu 111A11ter hlepboi!.H • thio a.ooa 111 Npri to tu t...,.oaotloa 111-

TOl'rilll a :pii1MIIt 'T tu :latlolllll Jaalt ot J.lci• to tbo Svioo l!IUik eorpo .. uoa 

1A l ov Torlt, to~illc $),~,000, - repr .. eatillc Nwnr.-t of a ~ -

b7 prhato Sv1u 11Mb to tu J.l paa Cloft......,t, 

I tol4 t u 111A1otor that tu lAtter ldli4ll tbo hUrol ......... Jaak of .. 

Torll: bod roq~~~~ote4 troa tbo llelpaa •baoq 1a 'lluhla_.oa, coatU.UC tbo telA­

'""'" 1Anl're4 111 tbo -· - ..._ fo....U4 'T tbo Depart-t of stato JWOtel'­

dl,f, aa4 ha4 - reoe1ft4 'T t bo hUrol :a.oel'ft Jaak at .. Tortt. I to14 ltJa 

lbo caoo vo'Gl4 11ov be coao14oft4 tllrtbor 'T tbo ~ 11114 'T tbo Jul< a t .. 

Tort. 

Vboll tallr1JIC v1 th Xr. ltlloloo 'T tdepboae tltJa attoi/'IIOOil I -u.- ., co,... 

lo11 vith tu lhtioo IUaiot or. ltlloa booltailo t o co aloDC vith thio ,..,.._ 

ocUo11 utll u ~ lca.ov vllat act1o11 tu state Depart•11t t&looo oa tbo h4oral'o 

tvthor Nq,..ot, t ... oa1UM thro11P Xr. llerutela, tbot tu State Deparl..,.t 

\llldortllr» to coatlra that tbo :latloaal Jallk of Jelcl• baa - 1-'-' 1a tllo 

...,, ol\7 ao tu :a.lpaa Clofti'IIMIIt ellloe tu 4ol>&ri"" of the lAtter f %'08 brio. 

Mr. ltlloloo to14 • tbot tu 8v1oo Jaak CorpoNUoa ,.. 1a ooaotaat tO'OCh vith tu 

federal llaoel'ft liMk oa thie ,......,.loa - tbot nu. - ONe ..... ,.., ..... ,_ 

iDe tho Sviu iaotUuUo11. J'urtu..., .. , tbo Sv1ee 111alater 11 111 0011taot vith 

lbo ledoral llaHI'ft Jallk., ao ... u ao vith tu -· ad ~ violt the .. York 

fodoral ......... l!IUik •-now. 

STRICTLY CONFIDENTIAL 
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TREASURY DEPARTMENT 
188 

INTP OI"''1C& COMMUNICATION 

Ill', OooU.. 

STRICTlY CONFIDENTIAL 
lottroa .. h M4.e to rq --- of hM 26 1a .. ,..._ to hMa tor PoU.Io 

41ploah 1a /&JU nllll Chiaa. Mr. lel\otOII<i to~4 .. -la \oda7 \o -
wat procr-u ba4 -· -... l tol4 lola tllat lit-. hlale ,.. 1a tO'OCh wttll t lla 
rt4oral .... ,... - at lew York """' ba4 roqMote4 tbo latter to OOAtac1 tbo 
,,.. .. 11 .borlc&ll '"•Hnc Oorpo .. uoa vUil tbo Tin to 11nnac t bo latter eppl;r tor 
a llouao tor tbo ~t of $12,000 tllrftP tbo 'be•pt Wnacll of \bo Jolllt ot 
lo4o-Cbl.ao to tbo PoUoll LopUoa at 'be•pt. l t ol4 llr. lol\owkl. tbo\ .., 
4tclllou c0Ql.4 Ill roncbo4 v.til tbo Po4or&l ..... ,... lult ba4 pna.., oa t o tbo 
,,...""7 tbo latornnuoa ..,1ch W - .. ooaclat tron tbo l'roaoll .bor1- '"•H•c 
Corpo .. uon, bv.t tbot bo voul4 bo latornell no to tbo 4oc1o1oa at tbo 1Dl'l1on 
pr&Oticablt .a ... t. 

Regraded Unclassified



TREASURY DEPARTMENT 
' 189 

111'. Co~ 

Mhr talkiac vlth 111'~ l~ c ~1~ u~.UP. ~ ~! IJ. 'wftMT ot _. 

DoJoar1:•••t th1e IIOra.bc \hat hoi •• -horlu4 to .-rl.u t o tha hrtiel& 

1a th1e OltT thol --- *iol> 111'. lllob Mat 110 - 4qa "CCo -
I pro'r14e4 a oopT to Ill'. Liftaq, ot ihoo oollftnoaUoa ..Uol> Ill', lllob ha4 

co-rolal .., .. ..,._u,.. ot Upaietaa 1a .. ., torlt 1a rei'U'4 to thol opea­

u _.-1oo4 col4 -"""' vl\la thol hd.erel .... rft lllak 117 thol lllak ot 

llr. LlftiiT hal proalu4 •• 1a tva, to patll oa to 110 tor lnUac to Ill', 

tha 4o_,.h ..Uola thol State :o.pan..,l hal 1a lh tlloa . ..Uola aq M ot 

'-tl.tto.aco t o tha hd.erel •urft lllak ai .., torlt 1a .S.hraiaiac ~r tha -

Mpa1ataa 1a aa 1uUtuUoa tor *1oh it - opaa n --•· 

J[aab pratora h follow tha 4eo1aloa 1lh1ol> w noaoha4 ooarlier ih1o ,...-, i\ei 

, of bepiac th1a buiaaae aa attair '-'- ihoo two Malo~, .. thor thaa coiac 
tho later111 uaoT of tho !l&ftieh .-...q 1a ••h"ct~oa, it ih1a 1a po111-.11. 
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TREASURY DEPARTMENT 

INTER OFFICII: COMMUN ICA TION 

DATS Jmte Zf, lglio 

llr. Coehron STRICTLY CONFIDENTIAL 
:>r. '!, v. Soo~~&, head of the Balik of ChiM, telephoned t hh .. miD& at 

o' clock r•'l"••t1D& an a1>p0l nt:>ent vt th the Socretu;r of tha ~""""'' Dr. Sooa« 
,t4 U>A' he would arrh•o l11 llaehin&ton r t 4 :}0 thlo afternoon, and ;>ref erred to 

'0 'he Secre tary' a realclenco !or a prl•&te to.lll: before llali:lD& ~ other appoint­
In ~aoblngton . After mentioning thlt eubJoet to tho Secretary ~t the 9:JO 
~•etlng, I t elephoned Dr. Soong that t he Secretary would be pl oa eocl to rocot•o 

•' the Trea i!Ul7 tomorrow morning at 10 •30· 

At 11:}0 t hla :oornin& I roeohocl b:r eppol ntoent arr&JI&Icl !roo Nov Torlc, 
:•r . ' olea C, &.rt, Ylc o Preolclent of the lla tlolllll Cl t:r Bonk of !low To"k, Ia charp 
of ?rr Eaa~rn affe lro, and Kr. Jueo J.. V.aclta;r, .laahtant Yleo Pr111clont of tho 
~atloMl Cl ty :B,.,X of !lev Torlc, in charp of Far Saatern offlcea, with booclqtlartoro 

"' ~. !olr. l'.aclta;r had Juot arrincl f r oa ChiD& on lean of oboence, and tho 
two ,.nneoen bod called on Mr. Hornbeek of tho State Dopart:11ont earlier 1tl tho 

~rnin«· 

t!r. l·laelcay ga• o rather a blue pi cture of the outlook In Chitta. l!e vao 
~ticularly concerned lett the present mo•• ot the Jepane ee block fac!litiea tor 
tbo IZT"ort of Cblneao tung oil, tun,goten, etc. , and lllcowloo =aloo H cllf!icult f or 
:M,. to receive l aporte u c o'Ot froa Ruula . l'.r. 1'.-eka:r •&rood with • that China 
cruel no t be •and by~ o111"lo atte"!'t 11t poll&ing a currono;r, ,_rtlculul;r in a 
oltuatlon euch e.e enato a t proaent, whore tho foretcn curronc:r lntrod'Oeocl to wpport 

'~' Chlneae C"olrt'one:r would 11:0 111p0rtant1:r i n to the hsnclt of t ho J apan•••• Mr. Maclta;r 
•·~hoo ltcd , hovever , tho urpnt need o! fortl«n e~~ge 1! China Ia to praYont 
further deterioration of 1 to currency, and i! the war ~lnot JaPII" to to be ca.rrtecl 

••• 
l(r . ~cla!,y t hiDlct that Dr . Soo~~& ' • •Itt\ to the United Strteo 1o hit;hl:r 

!"""~h.!lt, l!e ta!cl t!l,t tho Chine a& ha•• a ehildlllre !ei th l.n tho UD1 t ed St... teo ond 
look to thlo co-.mtr;r for their oabe tlon. llov t~t ?renee M4 ~~n4 MYO dl aa-.poarecl 

•• fr&At povt rs in the Prr Eaat., the Chineee place all of their hope a on the UD.i t.ecl 
Ste.tea. 1! ltiB.terie.l Aeelet&nee een nov be rece1Ted !roa tbe Un1 W4 Statea, China 
~ouU. be AnXioue to :puraue the war 86ft1net Jepan. If such aallatance cannot be 
.~-edlr~ely forthcoming t ho Chineee f ace the altornet1YO o! ~ng a peace with Jopen 

or ot 1nvit.1n& P:uaaia ln , a.nd then wage a red war sgalnat JI!'"'Nl. !hia could, ot courae , 
~· tho •onnroion of Chlllll into a rod otato. It h bel1encl b~ ~lr. l'.aclcey that 
- r . ~oong vlll urge U:o tint t.cl Ste.tee t <> act u lnteTIIOcliU)' ~wart. Lehlorln& a peace 

~it!: Ja~..,, 1f U:o flrat al ternatin of .Azoer l ea' • st•lng ""terlal .. tiatance to 
... b.l~ lt not poaaible, 

Mr. KockaJ told DO that intri~et continue among tho people at the top of tho 

:hlneae Co..-ertlll!e!'.lt. !heae lnYoln Dr. Soong, Madame i.u.n& and the other•• Mr . Mackq 
undora tondo that Dr, Soonc continuo 1 to refute a pooition la tho Government pr»pt r, 

Preferring to ro~ln at tho head of tho lliiDlc of Cbl""/~ 
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TREASURY DEPARTMENT 

INTKR 01'1'1C& COMMUNICATION 

DATK ...... 27, 19ilo 

Socret&r7 l!ort;etban 

CONFIDE N TIA L Mr. Co<:hr ... 

A r i oe of more than 26~ ln tbo open market tterl1ng rate occurred to4ay, 

cerrying the q110ht1on 1nto the nei£bborhood or the C\lrrent official rate. J'r<la 

en aponlng of J .7S-l/4. tho pound Jucped to 3·90-1/4 withl.n u hour. It a4Y&eod 

atea411J during t bo reat of tbo 4q, reaching a h i £b of 4 . 01 at the clote. 

fhe oter linc turnonr tlsurot ohcv t hat oolllng ordoro oxcoodod ~DC 

order• by more than , 40o,OOO. I t lo probable that t ho ~ater part of thlo 

•••••• vao abeorbed by the Now Tork banko, l n thtlr endoaYOr to oo.er outetand­
lna ohort uooltlono ao tho end of June approachto. In t hio connecti on, l t will 

bo rocalled that , on June 12, tht Nov Tork !'ortlCJ> lbtclla.JICe Co ... lttoo made 

public a propoted arrange .. nt, reportodlJ eponoond by tha Bank of J:~, 

vborobf a Nov York .arkot i n official otorlinc would be created end tho free 
attrlln& urkot vculd dhappear within t hree web (al>out t ho md of t hlo .. ,.tb) . 

Anothor factor t bat wao bolieYOd to ha.,. contributed to the rite 1n otorlin& 

Yl\1 the appeo.rance, 1n th1a morning ' 1 preaa an4 on the neva t1ckera, of uncon­

f h u d r eporto t hat peace onrturoo were bol"4; 111&4e by Gei"'IIIIJJ¥ aDd Englaod. 

So.lea of epot eterlinc b7 tbo olx report lnc bankl totaled ' 524,000, troa 

t ho following oourcoo: 

By couerclal concern.• ••.....•.. . ......•................. . . . • · · 
By forelsn b&nko (Far J:aot , Juropo and Sout h America) •••....... 

Total .......... 

Purchaleo of epot otor linc u cnmted to ' 117 .000. ao lndicatod below: 

Br CODIIIorclal concer111 . .. ... .. ............................ .... .. 1. t>ll, OIIQ 

By !orelsn 'banko ( luropo, South America...,. lar Eaot ) •. . · • · · · · · ·~,~~~ 
Total ......... . 

Tboro wore no reported oaloo of oterlin& to tho Brltioh Oontrol on tho 

baoio of t ho o! t l olal rate of 4.02-1/2 . 

Tbe Ouarut7 'lruot Coapanr otated t hat it ha4 purcbaaed ~4.000 troe t ho 

! rlHoh Control at t bo o!!lcial rate of 4.0)-1/ 2. the tw>do t o be uo ed to PloT 

for whitley and luabor ohipllonto. 
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-l~ah ill U.. ot.,.r 011rre1111lae wre .. fol~a 

!bo Svl•• f...., et....,U..aed. to . 2266. _pro'balllT """"'r tu lllfl­

ot lllropMII ~· ..-r.. n oloee4 u . 22611. 

ru c=e4!u 4ollar .a qv.ote4 at ooulclo~lT \attn ratee todq. 

'fhe low•t 4loo0UIIt l a •nnal 110athe - 1.._3~ - .a reeehe4 at tu olooe. 

It lo probable tut to~'• l.aopro.,_t partlT repreo .. te4 a ~tuUo 

r .. cuon to ,.,. rlM ill eterlt.ac. I a e441Uoll, lew Tom buD polat to 

.,. !acroaolq touriot clo-.4. Aotaal Claae4l .. ovre11117. llllllclea\allT, lo 

oocolliat; iacreaalllclT har4 t o fl.ll4 llo lew Tom; OWlh CW'ND07 io aov 

ottoro4 at a clloo"""t of OII1T ~. 

!1M lira 11114 t.,. rel._ wre -h•P" at ·0505 aa4 .~. 

rupeot1'1•1T. 

!1M OUaa pu o .....u.4 at a 41-t of lQll. !1M Mul- peoo .a 

ol!C)ltl1 -r u .1975 b!cl, .2050 ottarecl. 

Wo pvcballe4 $26,000,000 ill plcl troa tu ......me4 accoaat of tbe - ot 

hcl"""'· 

'fhe _.., p14 prloe 4oel!- ahafplT to tbe • Claiftl .. t of $JJ.85, ott 

$1.02. 

!be opot ollnr qv.otaUoa la Joa'bq wa eqai'lllleat t o 1!).57;, ott 1/2~. 

La I.o14oa, opot oUnr roM 7/164 to 21-U/16 4. !be fe.....-4 qv.otaUea 

o4......,e4 5/164 t o 21-1/24. !be ~..,,_., la U..M prlceo .a •"rl~e4 t o 

local lhort oo.,.rt.ac. !he 11. 8. eq!U'IIIleah w re 39.113; 11114 39·09~. reopeo­

Uftl7. 

Boa4J aa4 laroaa'• oettl ... at p rlo• for torolco oll.,.r ... ~·ncecl at 

3.,._3~. !be~·· porchue prloe tor feral,. eUnr _. &leo -beececl 

at 351· 

Wo -., h o parob.u•• of oll.,.r to\alla& 275,000 -· """"'r tbe lllYor 

~· .l.ot. Cit thio .........,, , 225,000 oo.110u repruentocl a 0&1• ho. t..natory, 

- tbe r..Ut.ac 50,000 oo.11011o oouhte4 of MV pro411CUoo. troa tore!.4PI -trlee, 

tor forward cloli.,.ry. 

We &leo pvohue4 100,000 -• of oUnr ,,... tu Jealt of CaMa 'GIIIbr 

our rocalar 110nthl7 -cre••nt. 1o tar t hlo ..,.,h, w ha.,. 'boaPt 9JO,OOO -• 

ot ou.,.r troa tb-' ..,.._, .. ~ with tu -cr&e4 ..,.,hlr 11..111\ of 

l.2CICI.~ -·~ 0 N Fl DEN 4~· 
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H. M.Jr: 

Operator: 

I!. M. Jr ' 

J. Edgar 
!!cover: 

I!.M.Jr: 

H: 

I!.~. Jr: 

1!: 

H.K.Jr : 

H: 

H.I!. Jr: 

H: 

H.K.Jr: 

Hello. 

Mr. Hoover. Go ahead. 

Hello. 

June 27, 1911<> 
2:25 p,a, 

193 

Hello. Tble 1a Hoover talking, Mr. Secretarr. 

How are you? 

Fine. I hope you're the a .. e. 

Fine. . You raa:t or may not have gotten tble 
aeaaage about the mall baga. 

I Juat received word ot the conference over 
there and I did want to thank you and alao 
thank Mr. Gaaton tor what you tellowa tried 
to do along that line. 

Well, I think we've done eoaeth1ng that you 
ought to be able to take care ot now. 

Yee, I think ao. 

I aean, th1e eb1p will atop at an Engl1eb 
port and you can handle 1t troa now on, 
can't you? 

Yea, yea, a1r, yea we can and 1t certainlY 
waa tine tor you to work 1t out that way ~ 
beoauae 1t 1a ao 1aportant, I think, that -' 
we get acceaa to 1t. Mr. 
told ae -- be went over to repreaent ae --
I had to be at a oonterence with the Attornet 
General at tbe t1ae eo I couldn't go. But 
be told ae bow Mr. Gaaton bad ateered that 
thing the wat be did and 1t 1• oertainlJ 
grand ot you tolka to give ua that help on 
1 t. 

llow the other thins ia thia. I have a verr 
cloae triend, a aan about titty, wbo baa 
vr1ttan ae a letter that be want• to be 
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!l: 

!I.H.Jr: 

ll: 

B. M.Jr: 

H: 

H.K.Jr: 

H: 

H.li.Jr: 

H: 

H.14.Jr : 

H: 

H,H.Jr: 

B: 

H.H.Jr: 

• • 

- 2 -

ueetul . Be'a the Preeident ot the Aaerican 
Metal Coapanr and thiJ b&Ye large a1ning 
intereete in Mexico. 

Yu. 

Be aleo bae an ottioe in Mex1oo OitJ. 
Well , a good aanr ot their eaplor••• troa 
baclt thlrtr reara ago are O.raane. I can 
Youoh tor th1e fellow abaolutelJ. 

Well, he would be Yerr Yaluable t or thle 
reaaon ••.• •• 

Be'• a bachelor-- he'• a aan ot great wealth, 
paraonal wealth, and I oan abeolutelr relr -­
and he ear• he wante to go wbereYtr th1nge 
are aoat d1ttioult. He ear• he'• too old t o 
tight but he'd like t o be ot uee. He tried 
t o get into Plattaeburg and the7 turned him 
down on account ot h1• eree. 

I aee. Could JOU eend ae h11 name and ble 
addreae? 

"What. I thought I'd do i• thle. Are rou 
going to be 1n town Mond&J? 

Yee, I'll be here MondaJ . Xea. 

I'll ask it he can ooae down and 1n the 
aeantlae I will giYe r ou hie naae. lUe 
naae l a Harold •••• • • 

Harold • • ••• • 

Booheohlld. 8-o-o-h 

R-o-c-h •... • • 

. . . . . . 

. . . . . . 
e-o-h-i-1-d • 

e-c-h-1-l-d • 

. ..... 

Be'• Pree1dent ot the American Metal• •••••· 
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ll: 

H.M. Jr: 

H: 

H.M.Jr: 

ll: 

R.M.Jr: 

8: 

l!.IC. Jr : 

ll: 

B: 

l!. IC .J r: 

8: 

H.M.Jr: 

8: 

B. IC .Jr: 

8 : 

- '-
PJ'ee14n' or "-er10U1 leWJ.e. 

61 Broa4WJ. 

61 Bli"'e4ft1• 

An4 •••••• 

I'll be ••f'7 glad t o ••• h1a peraonall)'. 

.. • • • • . 1 think 1t' a 18J)Ortant anoup 
beoauae 'he7 ban l arse 1ntereata 1n Xenoo 
& D-4 • •••• • 

Well, he oan hel p 1D two lla)'a. J ot oDl)' 
a1ght he be able t o do aouthlns peraonall)', 
but, ae 7ou know, .. •re aend1DS aoae or our 
aen doWD there and .. baTe t o tlod aouwt 
to sn th• 1D UDder aoae aultable pretext. 

Well, he'd put thea on b1a paJroll and paf 
t or 1t out or b1a own pocket. 

Well, thet would be floe beoau .. , naturallJ, 
•• can't eend thea down aa asente. !b17 
baTe t o so doWD under ao.. aor' or ooYer. 

Well, thet'e what 1 bad 1D a1od. 

!hat would be perteot17 tlne and I'd lUte to 
peraonall)' WJ.k w1 th b1a. 

l ow t or 1natanoe, when the Prea14ent pn .. 
the Job to keep aol7bden• rroe p 1os cnat. 

195 

Be an4 b1e taa117 are 'he larseat atookllo141re 
1n - C11Ma aol)'bdenua. R1a attUude na, 
1f the'' I wtlat )'OU _ D,, DODe wUl SO W JapeD 
or laeela, and hi atoppe4 1\. 

Wall, thet oart&lD17 abo•• a floe a't1tu4a 
••••••• 

lo. 
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R. M.Jr: 

!1: 

R.K. Jr : 

R: 

!I.M.Jr: 

H: 

H.M.Jr: 

!!: 

R.M.Jr : 

!!: 

R,M.Jr' 

R: 

!I,M,Jr: 

R: 

- 4 -

And be'• in the aetale -- the whole aetal 
thing. a~·· got a pioture ot that wbiob ie 
nobo41 tnowe it ae well ae be dote. And 
th• whole South Aatrioan copper eituation, 
you eee. 

Yea. '!'bat would be 'lery nluable in tbh 
plan that we're trying to work out anyway 
in Central Aaerioa and Sout h America. 

You were tallt.ing about g1'1ing people 
coaa1ee1ona, thie aan you don't ba'le to 
gi'le any coaaieeion. 

Well, he'd be Juet tht type ot person we 'd 
l ike to ha'le ae a eo-called unottio1al 
reeene. 

Exaotly. probably 
And who could not only/40 ' eoaething hiaetlf 
but who could help place eo11e or our aen 
with the proper cover and eu1table pretext, 
you aee . 

Well, I'• going to eee it I can get him 
down here Monday. 

It he'll ooae down Mon4a7 I'll be here and 
1 1 1~ be glad to talk with bia. 

Right. 

Fine. 

o. I. 

Good-bye. Thank you eo auob t~the help on 
that aail too. 

Well, that wae a d1tt1oult Job. 

Oh I tnow bow 41ttioult it vat and Juat aa 
ao~n ae I get tht report on it I'll let you 
know the oontent• ot it t oo. 
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R,M.J'r : 

8: 

R.M.J'r : 

R: 

- 5-

I _, w - MU •• un ,_ liMN 
&JI7WIIC alleN' .. , Otbel' 1111111' 

Rann'' beaN a wrt. I'n been wa1U111 
'o 1-' - 1n41oaUon or 1nUuUon. , 
CJenenl JUl.. 1e 00111111 o•er here ~· 
af,el'lloon tor a OODterenoa on eoae o~r 
unere all4 I 4011 1 ' know, be •:r uka aoaa 
r eferenoa 'o U 'lltwn ba 1 1 hera. h ' U be 
doee, I'll of oour•• 1•' :rou know. 

o. '· 
fine. !bank Jill. 

· 197 
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Stcrrtary of Statr , 

Waahington. 

258, Junt 27, 7 p , m, 

.~ 

GRAY 

Burnoa Airu 

Datrd Junr 27, 19•0 

Rro 1d 8 a2:5 p, m, 

15.280 

Dtpartmrnt's tElEgram No. 122, June 22, 6 p.m. 

Today'a papErs givE prominencE to OovrrnmEnt commun1-

QU£ announcing thE Export- Import Bank ortd1t to thE Banoo 

Crntral. ThE announcEmEnt has had an rfftct, thE pEso baa 

strtngthrntd slightly and thE rraotion of all thosE with 

whom I havE spokEn has bttn vtry favorablt , Officials of 

thr Ministry of Fi nancE rtftr warmll to this tint rxamplE 

of oo- opEratiop and assistnncr from thE UnitEd StntEa 

in hElping Argtntlna at this difficult timE . Tht MinistEr 

of Finanot is tonight issuing a atattmrnt to thE prEss rx­

prEssing appreciati on on tht part of tht GovErnmEnt, wh1oh 

i s being cablEd by thE prtaa s crviora and wbiob I undEr• 

stand Edward Tomlinson ia using tonight in his broadcast 

to tbr Uni trd Statro. 

AR.IIOUR 

Regraded Unclassified



IIUIW.U Or FORIIGII AIID DQIISTIC COIGIIIftCC 
omcc or nat DIJ\IC'I'OR 

To Boc. 801117 Iori"" tbau, Jr. 
S.C...t&r7 ot t.be orr. .. lll7. 

ror 
s.nt at tba requ.at of .... loba, 

• 1llldlor SeoHt&r7 ot c.-roe. 
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0~' ~ 1;:: ~ok--4' 
Di...ctor . 

IDc:t.o.an - J:cocom.c Drrelo~ta aDd 
loraip ~ l otaa, 6/ZT/JJJ 

)~------------------~ 

• 
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Io replY refer t o 
:&1. 

JUDt 27 • 19llo. 

The Soerotar:y of State pr .. enh hit COJIPli.lDOilh 

t o tho Honorable tbe Secrotar:y of the 'freaaur:y and 

eDCloaea a cop;y of a note roceind. troa the llo;ral 

r .. trictione placed. upon tho Jew York d.cll.ar ~cea 
• of B&nce Comereiala llomeJ>& and B&nee Ohriaaonlooi. 

J'roa -iall Leptioo, 
June 27, 19llo. 

COPT -
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t o tbl Honorabl e tbe Soeretar;r of State, and, at tbl re~ot 

of tbo Ro•lli&n Oover .. .,t, bao tbo bouor t o 1Dto,. b1JI that 

due to a Proddenti&l ProolaMUon, tbo !Jew York dollar 

bal$11c .. ot lla11ca Co11eroialb Ro,.,.. (Cable J.ddroao •couao•) 

aod lltl.not\ Obrhaoveloni (Cable J.ddro11 •CllRlSOOVi:LClTI•), both 

ot l!ucbaroot, ban been lll&do oul>Jeot to l1c011al.Dc b7 the l!nited 

Statoo t'rea.ur7. 

The oct.id :Banko have been oo 1Dto1'lHd b7 their 

,loericao correapondento, tbe r eaaon s inn boin& that lranco-

Bel&1an participation exioted 1,D tbl1r capital. 

co~oated d1roctl7 with 1te correopondent, t~ Ouarant7 Truot 

Camp~ of Hew York, advioin& t hat, at preoont , thoro 1o no 

Prench or l!oJ.cian participation in ito capital., 

nth roprd to l!&l>co Oc.orcialb R.......,, I wiob to 

state that it 1a a Ro.,1&11 bank, ito capit"l beins repre-

aented b;r bearer obareo . 

In reforonee t o tho l ow York c!Dllar balal>4oo 

ot tbiiO two -·· t ht7 repreoent procoedo rr .. lloll&nian 

e:q>orta to varioua coW>trioo, for Wbiob tbl BanD are aocoun~ 

able to tbo liatioml Janie ot ll....,ia, to wbl.ch tbo7 'bolons 
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!!'be ll!.niotor ~ ..,_,.1& will gaatl.7 apprac1ato 

it , 1!, 1n T1ew ~ the urgeDC;y ~ t hh aattor, tho S.Cretar;v 

ot Ste.te will bo gOOd eno\l&h to t o.lte tho appropriate etepo 1»­

modlatel:Y with tho United Statea 'h'ea..,.-;y to haTe 1t authorise 

tho new York corroopondonto o! tho two aboTe~nt1onod Pomen1&n 

!la!ll<o to execute all ordero alreaq r oco1To4, &o nll ao thooo 

111Uch ~ be rece1nd 1n the f'llturo, 

June 27, 19llo. 

llo . 2720/P-3-Il-Ja. 
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Scorcto.ry of StatE, 

Wuh1ngtono 

1860, June 27 o • 

PLAIN 

London 

Do.ted June 27, 

Ren ' d 12:35 P o 

POR TREASURY FROM BU'l'TERWat'l'K, 

2~0 

1940 

Dlo 

l o 'l'h£ notE n1rculation, up by J.l.3 million, showed 

its fifth conacoutlvt substantial innreasc, abnormal 

faobnrs such as mentioned in my 1776 of June 2l continuing. 

There was n shift fran bankers' to public deposits of 

ovC' !;20 m1ll1 on ond s ccuritics 1n the banking depart ­

Dent lnoreaatd by !;20 million, 

2o 'l'he feature of the Stock Exchange is thE slump 

1n industrials and therE is now snmc advocacy of J:ll.nimmt 

prieta for some of these sccuritlcso Gilt-edged dealings 

arc ftw and the new war bonds arc said to be rcct1v1ng a 

gnod rea pone Co 

3 , 'l'h£ Chane Ell or ot the Exchequer in a speech 

yesterday made much of the 1mportannc of the financial 

weapon, the encouraging i mplications of a stream of sttta , 

ot the M million l oaned t o thE Sto.te tree of i nterest , 

the aucocso of tbc savtnss tttek and the ncoeaait!' for an 

ordered coonaay, but revealed no date for a second budget, 

4o 'l'hc bill ~posin~ thE purohaot tox ls ~pectcd 
:con but no dcto.1la arc available, KEllliED'! , .. 

/ 
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In repl7 rtftr to 
Z1 8112.5151/186 J'GM 27. 19llo 

11\th refereDCe \o llr. :Bell'• letter of June 18 

r~41"C the draft of noteo to 'be t:a::b&Jict4 with C&D&cla 

rtlttiYI to the e.PPl1e&tlOD of CaaoA!en fortip ezcl>eDce 

coatrol to foreign curreac1 ,...4 fore~.cD tiCUl'1Htt bel4 

'b7 not1oD&ls of the Unite4 stattt who ere rtalclant 1A 

Canacla, l eaclo" tn:to of tbe e:a::b&Jict ot notto Whlob 

t ook plaoe at Ottawa on June 18, 1~, at ennounce4 1A 

tbio Depertaent 1 a prooo releaoe no. }14 of tbot elate. 

'rile text 41ffero from that appron4 b7 tho ! rea.,...1 

Jltvertaent only in tho eul>et1tut1on ln tho thir4 11At ot 

the Cene41en note of tho wor4t •repr41ac tho
1 

for tho 

'10r4t •looklJlC to• . 

!he atat-t in llr. :&ell ' a ltHtr tbot tho !re~ 

Dtpt.rt»nt b&a no o'bJoctioll to tb& notta on the ""'"r­
oten41JlC that tb& arra.nt;eMnt o1 th (lall&cla woul4 not 

lul>OIC!Utntl7 'be conetrue4 or 1ntorprete4 b7 tho state 
Dopert .. nt 

!be Honorable 

Kenr1 llorpntbeu, Jr .. 
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~\Milt aa iD aD:T _,... l.1111Uq Ulll hea4ooo of U.la 

llcrfer-t 1Jt. ~aliiC or ap~ 111 aD:T -r toraSCD 

e=haqe coDtrol or \b.a reqllia1Uoa.I.Dc of r ... olcD aaaoh 

1a DOtK, 

Tb.a onlT releY&I1t prOYlaion 1Jt. tho ·~ of DOtoa 

1a 111 po.r&jll'aph INJOberad 4, 11hioh proYid .. that 1D tho 

..,..,., corta1D _.,...,, aho1lld be ...torca4 1D U.. 1JD1taA 

statoa wHh reapoct to 1Ddirtdaalo ordiDOI'ilT raaidoDt 

1D tho 1Jn1tad Stataa who are D&UoDOlo of OaDOdo a11d are 

oot DOUoD&lo of tb.a 1JD1ted statoa, tb.a Go""rllllODt of 

COD04& ahall c011a1dor itaolf reloaaod froa tb.a obUpU011 

t o conU=- to crant .,..,h of the ox.pUoDa proY1do4 for 

1D tho &jll'Oement 01 -.,. not be accorded to the aaid 1Dd1-

aento 1D thh rep.rd 1a ·~•u•4 1D u.it tan, 

81DcorelT ,.ouro, 

• ror the loorotary of Staua 

f •f ~4olf ~. :Berle, Jr . 

~4olf ~. :Btrlt, Jr., 
~ooit\&11t Soorotary, 

Preaa releaae no. Jl~, 
JuDo 18, 1911o. 
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FOR THE P!WI8 .ron l8. 1940 
llo. :51.4 

Note signed ~ the Honorable 0. D. Skelton tor the Secretary of 

State for External Affairs of Canada to the American Minister to 

to Canada, Mr. J. P~errepont Moffat. 

•ottawa 
June 18, 1940 

1 S1r: 

'With reference to recent conversations between repre­
sentatives of the Government of Canada and the Government of 
the United States of America regarding the extension to 
individuals ordinarUy resident in Cennda who are nationals 
of the United States and are not BritiSh subJects of certain 
exemptions from orders and regulations nov or hereafter in 
force r especti ng the acquisition and d1epoait1on of foreign 
ourronoy and foreign aecurit10f, 1 have the honour t o propose 
en agrooment ooncerniDi these exemption& in the followi ng torma: 

11. Such individuAls will be exempt from any 
roquirod declar ation or sale of, and will bo permitted 
freely t o uso or d i spose of, foreign currency and fore ign 
aoourities held by them ( 1n vhioh no non-exempted resident 
boa any beneficial interest) which wore 

•(a) acquired by ~om boforo the timo of 
tho coming 1nto f orco of t ho Poroign ExcbL\n60 
Control Order, viz,, bot oro Bovtombcr 16, 1939; 
or 

1 (b) acquired by thea eubeoquent to such time 
troa non-roaidonte of Canada, excluding any foreign 
currency and foreign aoour1t1oe eo aoqui.red (1) 1n 

oonnoot1on 
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connection w1th exports trom or imports 1nto Cn!U'.dQ 
ot property not e xempted by th1a ngrooment, or (2) 
na the r esult or buai.nc aa carried on in CnncAa, 

•2. Tho torogo1ng paragraph shAll npply to private 
individuals nnd not to corporntiona, compnnioa, asso­
ciations, firma or pnrtncrahipa , 

1 3, Any ot tho oxcmptiona mentioned nbove slu:ll. lapao 
if nnd when such indi vidual bocomoe n British subject or 
eoaeos to bo n United Stat es nnt1onol, 

11 4, In tho ovont a lm1lnr oxohnngo control mensuros 
should be ontorood i n the Uni t ed Stntos with respect to 
individuals ordinnr1ly r esi dent in tho United Stat es who 
oro nntio!Ulls ot C~Jlndtt o.nd nrc not nnt1onnla of tho 
United Stntoe, without like exemptions bolng gr~tod ouch 
individuals , tho Government ot O~ndn shAll consider 
thomaolvc s rolenaod trom tho oblignti on to continuo t o 
gr nnt auoh of tho oxompt1ono provided tor in this ngr oo­
mont ne ~~ not bo nooordod to tho snid individuo.ls , 

1 5. 'Foreign ourronoy 1 , as used in this o.grcoment , 
1& dotincd as meaning ~ny currency (excluding coin) other 
then CrJlndio.n currency, including bnnk notoa o.nd ot~cr 
notes intended to o1rculntc ns money ln rJly countr1 out­
side Cnnndn and nlso postnl notes , money orders, ~1equoa , 

travel ler s ' cheques , prcpnid letters of credit, ~~nk 
drnfto nnd other slmil~r lnot rumcnta paynblo in cny cur­
rency other then Oanndlnn currency, nnd includes ~ny 
for e i gn currency on dcposl t; o.nd 1 f or eign currency on 
deposit ' or 'deposit ' means nny amount ln t orc1gn currency 
ot vhlch n resident hna n rlgbt t o obtoln pnymcnt by 
reaoon of a deposit, credit or balance ot nny kind nt or 
~<1 th n bonk, snvl ngs brnk, trust compnny , l o~.n comp.".nY , 
stockbroker , inves tment der~er or other s1m1lnr depooitnry 
or ~ny other poraon or institution designntod by tho 
c~~dinn Foreign Bxchnngo Control Bonrd na n depositr~y . 

"I hnvo the honour to suggest t hnt lf nn agreement in tho 
sense or tho for egoing pnrngrnpha ia ncccptnblo to tho C~vorn­
mcnt of tho United Stnt os this note nnd your r eply thereto ln 
slmilnr terms shnll bo r cgnrdod no plncing on r ecord tho unde r­
otnndlng nrrivod ct ba tvoon tho two Govornmonta concerning 
thi s =ttor , 

"Accept , Sir, the r enewed nssurnnces of my h1gbcst 
consldornt ion. • 

1 0, D. SKELTON 

For tho Sccr ctnry of Stnto 
t or Extcrno.l Attnira • 

No t o 
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!Iota froo the American MinUter to Canada, Mr. J , Pierrepont l!ottat, 

to the Seoretery ot State tor External Affaire ot Canada. 

•ottawa 
June 18, 1940 

"Sir: 

1 I have the honor to refer to your note ot today ' a date 

proposing an agreement between the Government ot the United 

States ot America and t he Government ot Canada concerning 
the extension to individuals ordinarily roelde.nt in Canada who 

are nationals ot tho United States and are not British subjccte 

of certain exemptions from orders and regulations now or here­

after in foroo r ospooting the acquisition end disposition of 

foreign exchange and foreign seouritios 1n tho following terms: 

0 1. Such individuale wlll bo exempt trom any 
required declaration or sale of, and will bo porm1ttod 

freely to usc or dispose ot, foreign currency and foreign 
aecuritioa hold by thom (in which no non-cxeopted resident 

has any bonet1oial interest) which were 

•(n) acquired by them befor e tho timo'ot tho 
coming into toroo of tho Foreign Exchange Control 
Ordor, viz, , botore September 16, 1939; or 

1 (b) noquirod by them subsequent to such time 
from non-residents ot Canada, excluding nny foreign 
ourronoy and fore1gn securities so acquired (l) 1n 
connection with exports from or imports into Canedo 
of property not exempted by this ngreomont, or (2) 
na tho r esult ot business carried on 1n Ccnndc, 

1 2, Tho foregoing paragraph shall cpply to prlvoto 

individuals and not to corporoti~ companies, asso­

oiat1one, firms or pnrt~orships . 

1 3. Any ot tho exemptions montlonod above shell lnpee 

1t and when such lndividunl becomes a British aubjoot or 

oonsos to be n United Stctoa nnt1ono1. 

1 4. In tho event a1mllcr oxcbnngo control measures 

should bo enforced in the Un i ted States with r espect to 
1nd1vtdunls ordinarilY r ostdont ln t ho United States who 

oro nnt1onal.e of Cr.nndl1 nnd oro not Mttonals of tho 
United 8tntee, without 11ko oxompttons being granted such 

1nd1vtdunls , tho Government ot Cannda abnll consi der 
t homsolvoa roloasod trom tho obligntlon to continue to 

grant auob of the oxo~~pttona provided for 1n this O«roo­
CIOnt aa 1a0.7 not be cecorded to tho enid indiYiduala. 

1 8, 1Foro1gn ourrenoy', 118 used in this ngroomont , 

1e daftned 11a aocntng nD7 ourronoy (excluding ooin) other 

than Conndinn ourronoJ, tnol.udlng br.nlt notoe and other 
notoa intended to otreuthto 11a monoJ in any country out­

•1da Ccnn4D. and also postal notoa, aonoy ordoro, choquoe, 

trc• cllor a 1 

, 
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traveller• ' ohlquee, prepaid lettere ot orldit, bank 
4rattl and other eiaU"r wtruaenta pa7able in &111 ~ 
renor other than Canad1&n ourreno7, &D4 1nol\14ee aJ1J 
foreign ourreno7 on depoeit; and 1t oreign ourren07 on 
depoait 1 or ' depoe1t 1 aeane &nT POIIDt 1D foreign ~rreno7 
of whioh a reeident hae a right to obtain pa7JDent bJ 
reason of a depoait , credit or balance of anr kind at or 
with a bank, aavinge bank, truat companr, loan companr 
stockbroker, 1nveetment dealer or other similar depositary 
or any other pereon or inetitution designated by the 
Canadian Forel.gll Exchange Control Board ae a depositary, 

1 I lu\vc tho honor to inform 701.1 that an agreeaent in the 
terms of the foregoing paragraph• 11 acceptable to tbo Gonrn­
mont ot tho United Stotee ot America and that th1e note, nn4 
your note undor roteronce , will bo rcgnrded aa plnc1ng on 
record the underetanding arrived at between our Govornmente 
concerning tb1e matter, 

1Accopt, Sir, tbo ronowod neeurnncee ot mr b1gboet 
considorntion, • 

•J, PIERIIEPONT MOP'P'AT 1 

... 

t 

• 
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DEPARTMENT C:W STATE 
WMHINCI'TOH 

Juo P!f, 1840. 

tho Soorotar.r or State proaaota h1a o.-pl~ota 

to tho Booorablo tho Sooratar.r or t M !roallll'J, &114 

eoolo••• ooo OGPJ or ~· or talocr .. Jo. W7 

or JUDo 218 tro. Bordoalllt. 

• .. .... 
r~ 

Q .... 
t: i!?o 

;..~ 

~ • , ... 
-.; ,. 
~ 
~ • Ul __. 
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pjUJBJWII or m-·• lliG&ItD 

JIOJI I Aaer10&D :Dibue:r, (Jerie ) hr4eau: 

Jllft I Jue 215, lSI40, IIOOD 

•o.l S1'7 

J'OR 'fBI: '1'RBA8tlRY DEI'All'l'MD! ftOX JCAhHJOIIS. 

Reference 1e aa4e to telegraa of Juaa z&, 6 p.a., 

troa the Jlepartaent. 

218 

At tiD o 1 olook thie aol"'l1Ag I eur Go't'tl'llor J'olll'D1er 

of the BIJilt of J'ruoe. I .a the f1nt pl&oe, he 11&14, the 

1Dforaat1oa 1• 110t oorreot, aD4 then are ao Aaer1ou or 

other foreign .. our1 t1ae aow 1a Bor41aax, to the beat of 

hle lalowledp. !he .. oar1t111 beloJ161ag to the Balik of 

J'raaoe haYe b11n sent abroad v1 th the gold of the Balik. 

'!'he 11our1t111 belongiag to all the pr 1Yate ballke With 

llhoa the GoYeraor hae tallte4 are 1n •aoaoooQP1e4 1 

t erri tor:r to4&)'. !'he GoYeraor' a 1afonaat1oa 11 to the 

effect that aoat of tbe J'reaoh-o .. e4 Aaer1oaa aeoul'1t1ea 

h&4 beea left ph)'e1o~ 1a the UD1te4 States. 

I arge4 that eYeD 1a 1v.aooOQP1e41 tlrl'1tol')' it WU 

11q)Crtut to take the p recaution of cS:re1ag the II0111'1t111 

u 1D41eate4. BoveYer, ha replied that later oa there 

vou14 be pleat)' of t1 .. to ooaa14er the a4Y1eab111t7 or 

euc+- a IIOYe. Be aa14 that there wu aoth1ag to allow tilat 

1t 1• the 1nteat1on of Genaaa:r to ee1se euoh eeoar1t1ee 

1D the ~ate tlltlll'e . !he Gonraor ooat1Due4 b7 ea:riJIC 

tbat be oo1114 well u4entaa4 tile obJIIUYe of Uae 1hl.1tef. 

8tat11 

/ 
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8t&10n 111 lteep1Jag the .. our1 Uu out of 0.1'11&11 han48. 

HoweYer, troa the rtewpo1a10 of the rrenoh, the a4Tantagu 

of thu.a 'brand1ng1 oer10a1n eeour1 the ae rrenoh- OWDed 

were 110t eo ~parent. It 1e h1e underetand1ng that all 

French aooounte haYe been bloolted. HoweYer, 1t auet ~e 

cone1dered that the Gersane will ooapel holdere •at the 

reYOlYer po1Jat • to d1epoee of foreign eeouri u .. 1A the1r 

l:lan48, and 110 wou1d aalta 1t 110re d1ff1oul t for a J'renobaen 

to d11p011 of euoh aeour1101u 1n aooordanoe w110h Ide own 

free nlhee 1f t h ey vere thua dyad. 

'!herefore the GoYernor ea1d he vu not prepared to 

reooamend that auoh aeo~1t1ee be dyed unleae the United 

Statee on 1te part vere w1111ng to g1Ye eoae •guarantee • 

ae a •oouaterpart •. I ulted Ida what lt1n4 of aaauranol8 

he vou1d want, and he ea1d he would l et •• know eoae u .. 

later, that he would haTe to thJ.nlt about the aatter. 

Bill~. 

U.:L111f 

' ·~ 
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J'ao 2'1, 1~ 

)f,r dear IfF. loOTer 1 

!'bh will aobowle4go reoelpt of JOIU' letter 
ot l11Dt 20th Glob llloloeed • _,.a .. cldag 
1n!oraatlon wlth regard to oODdltlODI ln loxloo. 

I u abo t aklllg thh opporhalty to aolmowl­
odgo rooolpt of 70ur lottor of J'ane l 5th oonoernlng 
lnformatlon furnhhed 70u b7 IfF. DoDald P. lou, 
Proddont of tho AMrlou loMb Corporation. In 
tbla oonnootlon I u eondlllg 70u a oo .. ~mloatlon 
wblob I rooolTed froa a Mr. Dana, referring to tho 
.berlou Boeob C011pU7 ud other tlrae. I u 
ltndlng JOU bl1 lottor for wbatOTIP UIO JOU -.r 
wl ah to aako of lt. 

Your• elnoerolJ, 

, .... , ••• _ .. , ..... Jr. 

Kr. l. 14gar loOTer, Dlrootor, 
Federal luroaa of lnToetlgatlon, 
luh11lgton, D. c. 

lnol. / 

, 220 
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.Tune 27, 1~ 

YJ deer Mr. Hoover: 

This will acknowledge receipt of your letter 
of June 20th which 1noloaed e a .. orendua giT1ng 
ln!or.etion with regard to condition• in Kexioo. 

I u elao taking thh opportunity to acknowl­
edge receipt of your lettar of June 15th concerning 
inforuetion furnished you by Mr. Donald P. Beaa, 
President of the American Bosch Corporation. In 
thia connection I · .. eending you e communication 
which I received from e Kr. Dane, referr ing to the 
American Boeoh Company end other fll'llle. I aa 
sending you hia letter tor whatever uae you ~ 
wish to n&ke of it. 

Your a aincerely, 

, ............ 'P ' II.JJ 

Kr. J. Edger HoOTer, Director, 
Federal Bureau of Inveatigetion, 
Waahingt on, D.C . 

Enol. 

bll• ... 
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ICr a ...... INnrr 

ftle will ub•l~ n11lpt If pv letter 
ot z .. IDa alu lvlelll • _....._ cbbc 
latonatl• witll rec ... te .-1u .. 1a •at••· 

I • al• tat••c wa eppertaalt7 to ua .. l-
141• n..lpt If pv litter Of 1 .. Utll .... J'Illac 
Wonatl• r..l.W JW )J liP. Deali P. 1111, 
Pr11l._t ot tM aarloaa 1101111 Corpontl•· Ia 
tlall ,_..u. I • ,_.lac 7011 a o l11tl• 
ftioh I ... olftl · t... • liP. Diu, ntenlac to tM 
AMrloa loleh c.., ... other tbu. I • 
aell41ac ,... ~~ 11\ter tor *'"" 1111 7011 .., 
wla te ..a •t lt. 

TRH alalenq, 

I ..... I .. •au '? a., Jr. 

liP. 1. _.. ....,..., Dl ... tor, 
P14oral 1ia •• ef Ianatlptl•, 
lulllact-, D.c. 

Jul. 
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.rlml ..... .t~ 
~ hln ltplll'tl8nd 8f Jurtn 

•uttbiglua. .. e. 
Jllne lS, 1940 

JI!!!!SO!W, I!ID cam !l!lltiAL 

b lioDDrabla 
!'be Secnot&l'J o! tbe Treaaley 
Waahincton, D. 0. 

II 

u o! pouible intereat to 10U in co-tion witb 
tbe ael'lenq cSe!enM production procr•, I abould lib to 
adrl .. you oonc.rnine in!omation !llmiaheci to tbia 
a.r.au by llr. Donald P. Beaa, Preaident, .AMricon Soech 
COrporation, 9pr1nc!1ald, lluoacb&Htt.e, 

llr. HeM wlwltaril;r contacted tbe lloeton, lluN­
chDaetta, O!!iee o! tbe Feclarel llu.rNu o! lnfteti&ation 

22j. 

and at.eteci t.b4t tbe ca.pan;r 'lbicb he rep.reMnt.e 1a pnoMnt.-
17 •ncogeci in the procluetion o! ~~~&J>eto• !or tbe JJ.r OOrpe 
and tbe T1nit.ed State• la"7 and 1a alao co~ctU. experi­

aental 110rk !or tbe llnit.ed St.etea !rrq, porticularly in 
tbe production o! tuoe capa, lie llao atated tbot tbe 
c<Wp&DJ 18 producinc tuel injeotora !ar Die .. l enc1nea 
'Oibich are 118eci in aotore produce4 !or tbe lla"7 ~t. 

11r. a... adrleed tbot 80% o! the etock o! the 
.AMricen .IIDech Corporation ia owned 11r the Stockbola 
BnaWde Henl<, Stookhola, Sor<lden, wbich pllJ'Ohued tbe 
at.ocl< !raa llendelaohn and ~ o! ..Wrda, Holland, 
about ei&ht wel<e 8110• fbi r••• n1 nc ~ o! tbe atool< 
in tbie corporation h aorid to he oorDed. b7 1?00 atool<­
bolclera in .lllerica. llr. a... at.et.ed con!idant.ial.lJ" that 
tbe Stocl<bola llbeld.l4a !IIDI< 1a pno~ aalc1n& arranca­
•nt.e to .. u 250,000 ahuea o! i t.e etock on tbe open 
aerl<et at en earq date, in order to eotabliah tbe 
.AMriam .IIDich Corporation u an .-.r1cm owned ooncem. 
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It wu 1\artbor poiDWd ooat. b7 llr. liMa tb&\ \be 
-ric ... Boech COrporation b ral&tK ooll\rac~ 
11itb tbe Robert Bo8Ch OOrpor.t!.an ot Stllttcart, O.l'II&IIT, 

11bicb lattar c011p~ ol'ic111all7 - tb& JIMl'ic&D Boacb 
O:n1")rat1on &lid ooJI\rOllad 1 t W>tll tM property of tM 
Corporation wu taao oftr 1:!7 tM J.l1all Pros-rty 
Coat.odlm wbMcplaJI\ to "'- .,rld 'kr &lid aol4 to a crooap 
of JoMl'ic .. baJIIcen. Ill'. a ... atat.d tbat be ""­
Prea1clellt of tbe liMri.o., Bo8Ch COrporation on April 7, 
1938, and l•Kiatal;r becan a reorceisatioft procr• 
'IIbera~ a DOiaber of ·-~ oft1c1ala who ...... o..­
...... elia1.Jiat.K, Be atatad, howner, tbat at the PNIMIIt 
tlM thaN a... a saber of O.nun born MPloTM• 1D 
nrl.oua port1.,... of the plall\ opal'&t&d bT the IIMrican 
Bo8Cb Corporation, bolt thet tbere are onl;r e1&bt or D1Da 
o..-.. &1.1.,.. 1D tbt e.plo}' of tbe oo~. Ill •"''N.­
cona14erable co~ beca"" of f.'- pr._ of tbt• 1D-
41"t'1cbala, particul.arl;r f.'- o..-. alleJI&, ....S tbe poa­
a1b1l1ty that cl.ap C&bt be occaa1oned. bT t'-M 

~··· 
1be JIMric., Boach COrporation 1o li&t.K for 

att&Dtion under tbt plaJI\ ........,. procr• of tbia &mo• 
&lid a ftl'ft}' of 1ta tac1l1t.1ea will ba oolllblctad 1D tbt 
... ar tut.ure. a .......... 1D 111• or t1>t illport...t. poa1tion 
wb1C:. the plant occapiea 1D tbt a'fi&Uon t1al4, I t.hoaiht 
10'1 would ba l.Dtareat.K 1D tbt btcqrow.l of \be Corpo­
ration &lid tbe op1111oD& 11bicb 1 \a Prea14ell\ e:opra.-. 

Sl.DceraJ¥ 10UJ'I, 
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•*" .._, J rsra ................... ., .... 
• "•' I. .. 

"""• 20. 1940 

The Honorable 
The S.oNtar7 of t.be 1'reaaur7 
'luhillcto11. D. c. 

iCr clur Mr. Secreta..,. a 

I • trm.d.tt.iJI& to 70il bererit.b• u of 
poea1ble 1ntereat. a aao!'a~X!1a 1noorporat1n& ,_. 
toraat.ion reoa1'ftd ~ a COilt1~tbl 110\U'CI rela­
t.i.,. to oolldit1ona 1D lkd.oo. 

1-c. . f) ..... d' .......... _ . 

• 
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Jll'lo 19, 1940 

IIB»ORJ.HD U II 

President Cardenaa baa bell\ int erpreting the llexican eor.. 
stitution literellJ' &nd baa there.tore ude IWV changes in llexioo 

which were not to the liking ot a great n111ber or infiuen tiel per80Do 

in that country. The silver purcbaeea by the .t.merlean Government 

anc1 tho ineo""" c1erlved .from American tolllista constitute t he only real 

in(:()I:O Of t .'la country, !lenore]. AlA&I&n is being baclced tinanei~ 

by the few people in 1/exico who et.ill have l arso property posseasiona, 

Tho present political setup ia not baaed on a change in tho . 

GovemliOnt but on the tact that tho llexicao people are not gettin; what 

they need to exiet, The Ooven=e~t bas replaced tho t oraor lind 01mera 

by settins UP ba.Dko in cort.ain areas , J.grlcult unl agents ban boon 

placed in these areaa to supervise tho fal"'lins activities of the peasants, 

'l'hrcugh t his syatea the peasents are permitted to borrow money tma tho 

bonks, and not being able to prccluco enough to repq tho loans, a situa­

tion ha.a been crea ted whereby the Gove"""""t will take over all land 

presently a.rned by the peasants . 

President Cardenas ie not believed to have been in favor of COD­

fiscating """ric&n oil property in llexico but was pushed into th1a c1eal 

by the ... rloue labor orseniutiona. 

Tho present llex1can labor unions are so aet up thet oacb indi.­

vidual worl<er is nbject to dilllissal if be retuaes to obey an order 

banded down by tho lillian and tho dilaiaoal uoc1er these circliOSt.oncee 

prevmts tbe 110rl<or hoa reoei"fing err:r fUrther ~t in an:t tJPO 

or 1101'k and he is aloo automaticallJ dropped n- tho union , 

Presidential candidate C...cbo is relyiog atrcnsl¥ on tho 

Labor Party and tho !;lido ayatea (OovorDIUIDt tata control) tor ~ 

ticient 10tee to C&n'J b1a through to nctor,. in the .-ing election. 

CIII&Cbn .. ..., noodn&ted aa a 00111proaiaa between tbe taft end Right 

111nge thrcust> tho retuoal ot the Right 111ng of the Oo.nmaent to agree 

on C. T, 11. 1aac1ar Toled&ao daspite tho tact be had oo.plete support 

troa Presid&nt Cardenu. 
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Clm&cho, in order to retain the lobar support has given 
"lip service• to the Cardenaa prog,.., whereas General .u...aoan hae 
come out openly !or a return to capi t aliea, peaaant 01111erab1p of 
their 011n led., and no interference with induat17. 

'!he present setup in llold.co ia IIUoh that all Go~maent 
o! Iieials balding office at the present U.. belons to the Part,' 
Rewlution&l7 llrrr~ end all election ot!ieialo ore appointed ~>,­
the Oonmooent. Par t.hia reaaon the Oovll"'IUDt will select 1 to 
011n candl.dat.e regardleaa ot the au-a of tho election. 

J.t the present ti.Qe there han been niiUrowo eaapaii!Jl 
m rlcers of General Almuan alain. 'lhe purpose of theae el¢nga 
baa hoc to keep the people troa voting and to clr.l.ve Oeneral. Jlmazen 
to violent retaliation llhieh would autoeaticen,. gl. ve Preeident 
Cardanaa the right to deela re a atatua ot national •ergency and 
retain the office of President tor hilllself tor the next two years, 
in line with a provision in the Uex:l.can conet\tution which gives 
the Preeident the right to act in thia manner in the event of 
internal dieorder or national emergency. 

The preaent situation in llexico will TOI7 probably develop 

22S 

1.nto a violent revolution. '!he ec-uniata are carrying on their 
propaganda activitie s largely through ind1viduale who are living in 
lluico and are gl. vine their aei:'Vices tree to the c.-uniat cause, 
whereas the Nasi propagaDda which is heina d1strlb>ted has the t'inalcial 
support ot the Oezwan Qov...,..,t. Tbe two groupe, bowever, oppear 
to he wozld.ng tos ether and are att•ptin& intUtretion into the 
ranke or both AJu .. n and C•acho with a view to creatin& such con.t\:acl.on 
on both acl.cles that d1nurt>ancee will he unavoidable. !he Collor.un1sta 
are concentrating their work on the Cardenu-Tbledco faction 11blle 
the Nash are t!'11ng to put General J.lJDaun under thacl.r obligation in 
eome way. 
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Jua ?:7, 194o 
12115 p.a. 

RE rru:EZIIIC) ORDZI\ 

Preeent: 

H.M.Jr: 

OAat on: 

H.M.Jr: 

B. K.Jrl 

C)aaton: 

R.K.Jrl 

Ball: 

ICr. Oaaton 
Nr. Barr1a 
Mr. Bell 
lCra. not& 

I wut BuU tb1a afternoon &lid Pole:r. 1lbo 
alae 1a on tb1a ahip bua1naeat You are, 
with Coaat Ouard, aran 1t 70"' 
Yea . 

You and Bae11 ud Fola:r. Forraatal vaa 111. 
Ha •AT• ha hae no au1p•nt, waa Juat told 
to oo .. on down. 

(Nr. Ball entered the oonfaranoa.) 

I •a:r Porraatlll aa:r• he haa no a .. tsa-•· 
Be waa Juat told t o ooaa on dot~~~ and a.ke 
h1aaalf uaatul • 

.Ul riflbt, DaD. 

!bat 1a a aurpriaa. 

tlb;f' !bat he haa DO a .. 1SJIUDU 

ll!loot. 

Wall, .u bee• of 8&11 that •• haYe bean 
11&1 k' •s about han DOW 1noraaaa4 to •1St-· 
fhq are u~tllll• all4 I u4arat11114 Oe:r 
ba't'a bND 1D1DI &01'0 .. \hie Oftdr:t' tor tW 
01' tbl'aa ••the all4 \hla U aD MOil l•t1oD 
wlthia tba U.S MD da:r•· !MN waa \hla 
-'l.DI l.Mt • 'a7 111 the ltata Dapal"Saad 
to aN ....,.0. t1aa7 a.ld opaa \hie ..U 
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H. M.Jr: 

&ell: 

K. M. Jr : 

Bell: 

H. M.Jr: 

Bell: 

One t on: 

Bell: 

- 2 -

and tind out what ie in it. 

\Jhent 

Last Monday. Thoee represented, as I 
understand , were the State Department, 
tho Poa t Ottice Department, the Army and 
the Navy, and I believe the Department or 
J uetice , he said. There vas no one t rom 
F.B. I. there. I gueee the Depart ment ot 
Juetice wasn ' t there either. They discussed 
1t entirely r rom a point or censorship and 
di dn't discuss as to whether there were eny 
securities. They decided t hat t here -aen't 
much they coul~ do in view or the International 
Postal Convention which has been entered into 
by all the countries or the ·~rld. It almost 
holds the mails inviolate • . 

Th1a conference t his morning d1eouaaed it rrom 
t he standpoint or eeourities. Ve t h ink the 
authority is there to orobably ooen it when 
we suspect t here are securities i n it. 

To open the pouch1 

To open the pouch. The d1tt1culty with t his 
t h1.ng 1e that t h1e pouch, these pouches are 
addressed to exchange centers in these 
countries, not t o i ndividuale. 

What do you mean, exchange centera1 

Well, they have an exchange center where 
the pouch goes and t here they open the oouch 
and d istribute it to the individusls . 

It i a really the foreign section o r the Post 
Otrioe 1n each country. 

To follow out the procedure we have in the 
dooestic mail where the mail ia not opened 
by ua but 1e delivered to a post orfice 
or it is delivered by the oost office to 
the Federal ReserYa Bnnk and then we notify 

230 

the addressee to come ther e and open it in 
the oresenoe of t he post oftioe man and a 
Federal ReserYe man and 1t there are aeourit1ea, 
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Gaeton: 

Bell: 

Guton: 

Bell: 

H. M.Jr: 

Bell: 

- 3 -

we take them ADd g1Ye him a receipt tor 
them. Here it 1a 41tt1oul.t beoauee we don't 
know who the addressee 1e and we wo\ll.d haYe 
to open the pouch that 11 &ddreeeed to the 
poet ott1oe exchange center ot a tore1gn 
government with wh1oh w are on triend17 
terms. That 18 rather d1tt1oult. It aleo 
involves our Good Nei ghbor Policy with South 
America, and t herefore beoomee high polioy. 
I don ' t think ADYbody t here thie morning was 
worried about the countr7 ot or1g1n, wh1oh 
1n this case was Germany, but they are 
worried about the country ot destination, 
ot which about six are South American and 
which we are trying to keep in good relat1on­
ehip with. 

Those poat ott1oe bo7e were 1ntlex1ble. 

Yea. I thought Mllee, the Solicitor, ~· 
the 110et lenient one ot the crowd. '!'he other 
tw have been there t or J&ara and the7 have 
been on these Poatsl OonYent1one and the7 
haY& alw&Ta discussed ae to whether or not 
you ehould put in a prov1eion in these Postal 
Conventions that would cover war , &nd ever,. 
time they have voted it down. 

Now, ot course, theee ·countries that are at 
war, they violate the Poatal Conventione, 
naturally, when they oeneor the m&ile, but 
the7 usuall7 have &n act ot that oountr)' 
to Just1t7 it. 

Ve got Xiles to agree that ae tar ae 
Germany is oonoerned, we don't owe her 
an7th1ng. She hae breached t he Poetsl 
Contract aa tar ae ehe ia concerned. 

And eo b.ae Great Britain. 

What was the deoie1ont 

231 

Vall, the deo1aion, 1r we are going to open 
the mail, should come oerta1nl7 trom the 
Preeident and we will haYs to give the 
Poet Ott1oe an order. There 11 th1e poes1b1l1t7: 
Theee boate that are going to South America 
have 1n the paet etopped at aome Br 1t1eh 
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GRat on: 

Bell : 

H&rr1s: 

Bell: 

Gaston: 

!!ell : 

Gnaton: 

H.M.Jr: 

Harr1s: 

ii.!<!,Jr: 

GRaton: 

Harr1e: 

H, M.Jr: 

Bell: 

Gaeton: 

poaaeeaion. 
that. 

- 4 -

I understood t haT have etopped 

232 

It 1e a U. S. Line boat. 

It we oould make arrangement a whereby this 
boat would atop at a British poaaeaaion down 
there --

Moore-MaoCormack. Io it regietered, Bell? 

Sooe ot i t ia, no doubt. 

SiX ooucheo they spoke t o me about yesterday 
t be1 said were all registered. 

Thla has i ncreased t o sixteen. It this boat 
atone at some Br1 tieb poaaeaeion, we could 
tip ott the British d1plomatio representatives 
and have 1t censored at t hlo.t spot and we ID1ght 
put an F.B. I . man on t his bo&t t o be convenientl1 
ava i lable when i t 1a done. Th4 is one thing. 

The d itt1culty with our procedure ia t hat we 
have to advertise to all t he countries concerned 
whtlt ve are doing. 

This i s the way we will do it. 

And we can get the bo11t to stop at a Bri tiah 
possees1 on. Thst 1e the res eon I vanted you 
in on this oonterenoe. 

They could stop at this olaoe Trinidad to 
retuel. 

Warren aa1d hs understood they were going 
to etoo at Barbados. We ooulrt make sure ot 
t hat, couldn't we7 

Yea. 

And let the F.B.I . know that in advance and 
let them work with the English Intelligence, 
which they oan. 

Then t hat 1a your --

We should have State and F. B.I. take it up 
with t he Brit1ah. 
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Bell: 

Oaeton: 

Bell: 

H.M.Jr: 

Bell: 

H.II.Jr: 

Bell: 

B.M .. Jr: 

Bell: 

B.K.Jr: 

- 5-

I think that h tlhat lthould be done, 

And w will .Ue eure ebe vUl etop tbere. ' 

I ha4 Warren ot the State Departaent here 
tb1e 110m1Dg. I told h1a to 10ell Berle 
wbat had heppene4 and 10ha10 Serle oqht to 
41eouee thh llfttter vUh Hull and brine 
b1a up to date, beoauee I tboUSbt 1t 1111gtlt 
be 41eouued between 70u aD4 Hull at the 
Wh110e Bouee. 

It doesn't have to be. rhla ie the way 

to do 1t. I 10old J OU it I gave 70u the 
right anever on tb1e thine I would be good. 
I on.l.led up Oeneral Vahon and ea1d I would 
like to see the Preeident and told hia what 
1t vae about laet night, and word cue baok, 
the Prel1dent ne too bue7, he couldn't eee 
ue, to write a MIIOrandum, wbioh I 41d. 'rh1e 
1e on eh1pe. ro1e7 wrote 1t. I eigned it, 
and I have eent it over to Hull and Jaokeon 
and aeked th• to ei.gn 1 t and ve are Juet 
sending it over to la7 it on the Pree14ent 1 e 
deek and be ea71 he ie too bu•7· Thie ie on 
the South Aaer1can cartel t hing. I told 70u 
it I gave 70U the right anever - thh ie th1e 
eoonoalo oonterence t h1e atternoon, an4 I 
would like 70u (Bell) and Wh1te to go over. 

11h1te ie ooal.ng in at 2: ;30 and bring • up 
to date on it. 

I heven 1t been brought up to date, either. 

Two th1rt7t 

Yee. 

I vae -zed at the Preddant. That vu the 

anever I got, eo ve wrote a verJ daple 
ae110randua reoo-en41ng that the7 4D the 
thing all 1Dclue1ve and be eaid he would 
trJ to ge10 to eee Bob Jackeon an4 Hull to 
11gn u and have u on 10he Preddent '• deek 

at one. 

llhen ie 10be 11h1.te Bou .. oonterenoe, 10bree 

o ' olookt 

'!hree o 1 clook. 

233 
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Harria: 

Ball: 

Harria: 

01\Ston: 

Ball: 

H. Y..Jr: 

Sell: 

H. M. Jr: 

Gas t on: 

li. I~ .Jr: 

Bell: 

H .~.Jr: 

Bell: 

Oaaton: 

H. N.Jr: 

Oacton: 

- 6-

You wUl give aae the n&a~e ot the ehipt 

Yea. 

The chances are aha goes out Saturday. 

To Argentina. 

Friday night or Sa turday morning. They 
have got to know by tomorrow noon. 

Who 1s going to let J. Edgar know't 

What do you want ue t o to? Shouldn't we 
clear it tiret with tbe State Department 
and say this 1a the way we t hink 1t ougbt 
to be done and ve can get t he boa t stooped 
and they should take it up , t ogether with 
t he F. B. I . man? 

(Mrs. Klotz entered~& ccnterence. ) 

Did it cri ginate with F. B. I1 

Yes, ae tar as ve are concerned. The 
F.B.I . brought it up to us. 

It I may suggest something, I would call 
uu Mr. J. Edgar Hoover and tell him about 
this. Tell him ve are goi ng to hAve the 
boa t stopped and the rest ie uo to him nov. 

Does be have ~eane ot contacting t hamt 

Yea, air, he doaa. 

Okay, auite me. 

I will call 

I vculd call up Hoover and tell him ve ha-re 
been through t his thing and that the boat 
will stop and be had better h&ve a man on 
t he boa t and it w1ll stop e1tber - you (Harris) 
let him know where, and t he reet ie up to him. 

It ie Tamm that contacted me and Tamm was 
at the meet1.ng. I v111 call Tamm. 
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H. l(.Jr: 

Bell: 

Ottaton: 

Harris: 

Gast on: 

Harr18: 

H. l!.Jr: 

llell: 

Oneton: 

Bell: 

H. M.Jr: 

Gast on: 

H. I!.Jr: 

- 7 -

I would do it that way. 

All right, and JOU (Gaeton) will do i t t 

I wlll call Tame. 

It would facilitate things if you could 
arrange to have those 16 sacks stowed 
on top. 

Yes. 

And we will just take a look at them. 

I think Post orrioe will do t hat ror 
F. B.I . 

But that is the vay to handle it . Just 
tel l J. Edgar Hoover. 

'./e should tell the Poet Otric t>. 

Let them tell the Poet Office. 

I mean where to stow it. 

I f the boat stops, it 1& up to him, rund l et 
him make the arrangement. He has a way or 
communi ca ting directly with t hem. 

We will undertake to assure t ham that the 
boat will s top. 

Yes, but you have got t o let them know 'Which 
place eo they can be t here to receive it. 

Thank you, gentlemen. 
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..- 011QM~M~~G..*W' ·--m•m-• ,.,._... ..... 
(AS) 

• 
NAVY DIPARTIIIDn' 

BUREAU M ORDNANCE 

W~D.t. 

l!lliOrandwn !or the Bon. Hem'7 llorpntbau, jr, , 
Secretar7 o! the Trouuey. 

sua.m:t: Shipoent o! SUrplus !.latori&la. 

. I 

1. CCIIIII)lJin& with tho 'lll'pnt req100ato o! llr. Young o! 
70vr o!tieo on l&t~ a!torDooD, tbe lin)' Dop&rt.ant aot out 
deopoteb orders !or abi~nta o! tbe lll&tlriala 11bl.eb bed boon 
turned. o'flr to tbe ~ on tbet d.aJ'. 

2. ltnowing JOur interest, tbie 1a to into"" JOU tbet 
o! tbe •1eht depots inTOlftd !rar. Iorktom, va. , to 1!are leland, 
Cali!., one ebipmont lett that daT, all the otborl le!t t ho fol­
lowing d117, SWlda7, except. one, which le!t b7 lloncla;r 8 a.m. 

<.'{~~-
Roar .ldlli.ral, U. 'f7, 

Chie! o! tbe llw'oau Or<IDanee. 
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'!'he S.ore1ial')' o~ 81i&h preeea1ie bie oo.pl1•ah 

to tbe loaorallle 1ille 8eore1ia17 of tiM 'freUU1'7, u4 

enoloe .. oae oopJ of ~u• of hlecr• lo. " 

of J'UM 28 troa Bordealllt. 
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f!IOlC: Aaerioan bbaa17, Bordeau%, l'ran.oa 

lfO.: 

June 28, 1940
1 

3 p.a. 
IIJ:O p 1 p.a., 27th. 

99 

J'O!l THE TRUSU!lY DEP.A!l'l'MEN'l' f!IOII MA!!IIJ:VS. 

!leterenoe ia made to telegraa ot June 26, noon, 

M7 Mo. 97. 

Arter we had d1eouaaed the aatter or dieing ot 

aeouritlee, Governor Fournier explained to .. tor 20 

minutee the estre .. ellbarreeeaent oauaed b1a b7 the 

tenure ot the Rev York Federal !le .. ne Bank to co .. 1mJ.cete 

wltb hie Bank. For praot1oall7 16 d87e, be eald, the 

Federal !leeene had been eilent; th17 d1d not anewer 

even the moat routine oablee. There wae no acknowledgeaent 

ot lnetruotiona having to do with aooounte or the Bank or 

France. !leterence, telegram or June 26, 7 p.a. , 1117 

No. 96: the Governor aald that be ha4 not even bad 

contlrlllation ot auob ored1 t tranatera aa that to the 

Sviea Xatlonal Bank, vbloh he aald bad b een dealgned 

ent1rel7 in line w1 th the pol1o7 ot the Un1 tad Stat .. ln 

keeping Swiaa gold troa getting into the bande ot the 

Geraana . 

The Governor felt that at leut eoae explanation 

waa due troa the Federal !leaerve out ot oo .. on ooartt•7· 

He eald that ba vu etlll the governor general or a 

ontral 

Regraded Unclassified



- e-

oeatral built l a olNo rel&Uoulllp wltll Ulo Federal 

R .. ar .... of Ulo Ualto4 Btaho, aa4 u wu •totall7 

1JIOJ:Pl.10alllo1 that 111 llo4 fal.lo4 to o-aioato wlUI 

bU. 

Z44 

'!'be GoToraor oald that Ulrollllh :rour ltiad 1atorna.. 

t i oD bo bad r ooo1To4 off1o1al ooDf1raa111oD of tho orod1t1a& 

t o tho BUlk of PraDo• aoooat b:r t ile roooa t gol d truo­

aou oa. Roforoaool :rour talopoaa of ¢be D1aot•oaUI of 

J UDO. Up t o n o pro .. a t tho GoToraor llo4 DOt noD rot 

reoo1n4 d1root ooDflnlaUoa froa tlw rodoral ll.o .. no 

nor ozq rofareDOO t o tho & porooDt whioll reaalllod to be 

orod1t o4. ID tho aoot o--.uo WDJ' be aot.od that we trJ 

to got ooao oat1efaot1oD, or at leaot aD explODat1oD of 

the roaooD. 

At DO Uao baTe I •••• the GoToraor •• 1Dd1paat 

ao be wu about tb1o. 

Laot D1ght Jllloff o- 1A to oa:r good-b:r•• Be bae 

departed for (Oilatt ), llaT1DS boon naaod to tho oraleUoo 

ooaa1oo1oD. W1ooba4aD aa7 b o b1o 1 ... 41at e doot1Dat1on. 

BIJIDLL 

. .. 
... 

IAILW 

Regraded Unclassified



OKID •!.UILlm• !D arrtCI 1'0& OOOIDIIIA!IOJJ 

al IIA!IGUL DIIIIU J'UI.CUI. 

,.,._, \0 -\-rl\7 note4 lo U l17 IICUOD 2 of tllo 

Act of~\ at, ltl6 (3t 1\o\, 648), tbo Coaacl l of 

laUOIIal Dol•••. n \II \be Oppi'OftJ. of \Ill Prul41Dt. boro-

b7 u\oblloheo u a n•...Uaato ~ to \be Collllcll .., 

o!!lco to be kao .. oo tbo Of!loo tor Coor4l aatloa of 

laUoaol Doflllll Pvoboooo, at tbe b.-4 of w!Ucb tbero 

oball be a CoonUDOtor of loU.-! Do!onoo Pvcl>aooo 

( ILorol-.ttar r oforre4 to u \ILl Coo...Uaator ) . fiLe Coor4l­

aator ..U oono u ndl ntbo'at oo.p&aotloo wt oball be 

1Dtltle4 to 00\aol u4 ll1CII111'7 ti'OolllpOr\1\lOD , oubolttODCI 

aa4 otbor - ·•• lDci4eD\ol to tile porfo....,co of l>l o 4uUo o. 

!lwo Offlce fn Coo...UDO\loo of lotloaol Dtflllol oball , 

lD cooporoUon wltb \ILl A4'1'l101'7 Co•llolonr 

(1) oo\obllob 11114 MlotolD llolooD bot .. oD 

\ILl AA'I'loo1'7 o-loaloo, \be oonrol ~-t• 

""' oo\olt.ll..._h of tbe Con~\ u4 n\ll 

·- otur ecODCl••· publl o or prlfttl • •• \be 

Coonl.iDI\01' 801' ~ OIC .. IOI'7 01' cloolrabl o \ o 

1aa1an proper oooJ"4.1aattoa ot . .... eco·=v ... 

oftlelODC17 lo , ~· b7 tbo Con~\ of 

nwlloo, • .,.t,....,. -'tl••· .... o\bol' 

• torlol re.,.t-to ••••Uol t o tbo oaU.-1 

t.r ... : 

(2) ... h..a. U.o 1101\ ooo.....Scal 11114 

offecUn .. ,...,... o1 ~ of roopo\1\lft u­

- \o enual -ceacte• u4 to uoicll \Ill 

,......... t.cU• \o \llo oc-c7 or oc•doo Me\ 

/ 

----- ~1tle4 w ,..rtoa u, prniW \llo=..t_ Ulo __ -.r _____ ~-,~--
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,... k9J ~'• allaU llaft •\Mrt" tar --. 

pvdlu .... _ .. .,. for \M •"~ 4af-. eUJeo' 

u OI&Oil -rUM"• .. - '- ~ret -. .. u\Uu 

prlorl\htl 

(3) oolhot, ~lh _.a., avro•t ata\laUoe 

OD 'PW'Obuat .a4e liT re4d'Dl llpiiOlttl 

(4 ) ooor4hota \loa raa.,...ala to pi'OC\11'-\ 

ope cl!lootlooo DD4 a\ao4ar411Dtloo DOw oao4ac\o4 b7 

tlu! 4Uforaot ra4Dral -,;nat .. ; 

(6) 4o\ont .. DD4 ll:atp OW'raDt COD11loe4 laooo4lo\a 

on1•t• ,.,.,,..., ~..-ta oo u to focUlta\a 

pW'cbutt oocl to aub.lo. tll.a t,...n of ov.ob oMan oo 

(6) n<r1tW .Oa\llljl; 1- Mel rtOODDODd to \U 

Prootdeot oucb ... leclalotloo DD4 al~llf1aottao of 

tah\1111 leclolo\lOD U Dq ba DOCttO!IrT \0 oab 

Oo•anMD\ JIIU'd!UiJic •n ottlol•t DD4 offtcUn: 

('7) to .... U.to \M .. -ol\7 tor DD4 _... rac­

-Uooa to \M Pnatt.et nlo\ln to \ll.a crutiac 

of prlorl\7 to ordera far •tarlal ••••tlDl to \ll.a 

oo\lOMl .toto ... n.r toUYOrleo f or !'rlftto oceou\ 

or for uport. 

DaDD14 II , •o1- to llero'IIT _,pototocl Ooor41DD\Or of kUoul hf•oo 

Purcba•••· 

j 
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June 27 . 1~4U . 

IUIOJUIDUII rca Till PllFSIDPfo 

n o drat\ o! lottor attach .. to t.ho ·-r-- o! £e\1q 
Socrot.ar7 or Ulo la"7 ea.pt.aa r olot.aa to oecU. 2(a) et 
I . a. 9122 (Uao laftl. ~""''"' lllp..UUq bill aow bot .... 
1010 l• onr oftl.) • o .. u .. d- ""' rolot.a to Ulo ~1"0!1 t.-
Ua1...._ ~ala.· ot ~ ~f) lJ '"'· ... , -~-
Uio Socrot.ar7 o! Ulo ....,. .,._ r•oipt ot oo\bori t,r tr. illo 
Prooidat dlorlac Ulo Mti-.1 PM¥ doo1arM • lop~or '• 
19.)9 to atet. to upU.t.a --to tor u.o oeqoieiU•• 
~t.NcUa. r.,.U • altoraU.. o! Mftl .,..eolo • a1raran. 
or 11&7 ,...u.. Uleree!• 1ylwtt'll ,uu. oporo porto -
oqai-t• ao wall ae -aieo toala. !llooo ooatn..:to - M 
•ecotutod wtu.o.t -uu ... l>iddiec • 

.acconuac to U.o roparto ot Ulo louo ...S a...to c..J.ttooa 
• 8aftl. Mtoinl illo obJ•\ of Ulo p,...,ieia 11 to • .,. U.. 

that ....wl oU.onbo M --- 1a odnrUei'll tor bU.• 
•ftlii&U.. UlM alter Uloy ora r-1ftd• - porb&pe r...S...,.Uoiaa. 

!bor o •• - relMt.aaoo to daltioU.. .. ch bl"'Od aa\boriv 
t.o place ·--to "d.U...t .._.uu.- Sa ..... r opor t or~ 
s .. to c-utoo • laftl. .a.rtaha 1\ h etotod U.Ot 0 w1ieoa- et 
tbo la'f7 Doopor-..t -...red ilao c-it too U.Ot it nowl bo ~ 
pollc7 at U.o 1a..,. ~epar-..t to -u..o t.o ...-s.t to _,.uu ... 
l>l.doUac 1\a r*l"ir-to tv Mftl Mt.arial. -..- proeU-.1. 
ren 1 1:'11 to upU..W -tncto oal7 d>oro nala •U• .-14 
boat. tbo .. ftl. p......-.• Aceonlillll.J. Sa illo clral\ et ropl.J 
to Socrot.&rJ C:.,t.aa ellich I laue ,...,... .. o\ TfiiV' r~oo\ -
attach borne. u.. .. t~aortv of Ulo lec9torJ or t1ao ....,. to 
aecoUoto _ _,to "d.tbGoot ...,..uun l>iddi'IC 1o Ua1W 1a 
aecordueo wttb tbo ato-to ot Ulo oiieoo- lr. ilao la"7 
Deporaoat to U.o Saato c-tttoo. Oillor otoad&rU ~ *!ell U.o 
Soort\ory of t.he .. ..,. ~ do\ersiao 1a obo\ eoaoe M ...U 
aoaotSato -tracto oit.laoat _,.uun l>iddi'IC 01111 tila\ oaaUtutoe 
o !air Olld r oae .. blo price oro ioclOid .. 1• Ulo dralt of r opl.J. 

CL(/l.n 
6-'rl~IJJ 

\"'' 'r' VZK f.,. .t· 

Regraded Unclassified
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ll&i t • tiM &llr _... a. w 11r ct4oa 1(11) ttl a 
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tiM -eu:ut, _.(Ill rt a a a Me, tiM wet ilprn Ya iltiM 
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,..._, t.o 7Wit 1aa\rut.lou to \be ...... \ur of tile ~ 
our Ulo tole~ laa\ .. !OIIq, ...Sert1 II&Ye "- 11.._ ~ u.a 
De.,.n-t ot c- til&\""~ .. 1a to be &1...., to P'Haell neee1a 
1D GOa porto pttftCUAc flln .... iD&t.n&c\lou, llaM l.ut .......,, DO P'HDell 
•uMlo .,. ... do~ aor lleft aAJ ••'-- utM tw e1.araa ... 

ltl tbe _, .. , State, 'b-oUW"J ""d J \1.1\.loe Mft beG cleY1ailll 
QJI w ~-\ tile 1•1&1 aDd poliq baa .. tw \Me oo\ioll aDd a l.allaJ' 
•• u ... • lllall _, ba ~ 1ll \be t'cltur., 

,ie041\UIIC110 \M a\\a- pro hetla - rii'J.la\lou ,__,.t to 
... u .... 191 et uu. ,o o.1.c .... bee dratW, n.. ..-1 lattor ot 
a;>;n-..-..1 r.o. \be u-..., GOilenl la &180 at~. 1M ~t.loa u 
•11P~ial'7 to 7wt pi'O<lluaU<:~~ ot -.pt..a..r 11, 19)9, dlllarla& a 
lialt.ecl -r~ohCJ aDd o tat l nt: tb.at i'rooo u. .. to t~ 1~10 U...CUOil& 
aJid aut.horbaUou fw (1) tao aat.,..ardllll and ...t'arolllc ot ...... -t.r.ll\7 
and (2) \M ·~of OIIJ' natl.ou.l clat- •UIWa .--\1M lialto 
•ould be lla....S, '1M _.lu&Uoa aad r.,.W.Uooa conm \he aa-p aDd 
..,._, or 411 . ..... ~ l>ota cl~lc &114 t'arot,ll, &IIMI pJ'OTldo tor \altiAI 
ponoaolOA ud -t~ol of aU Y~~aala it D-IIU)' t o aoouro tbM troa 
d..,. • • or ii>J\U7, or w p....,...,t U..Ko or l.llJIUJ' t.o ooa llaJ'bera aDd •toro, 
aJ>d to o01~1AH oMen&aoe of rlcbto &ad olollpUou of tho Ulll'-1 Stat ... 
OD l.na\Netlou troa \M lleco\arf ot \be "--"7, ooU..t.oro of .... -
aro r"'luind to ...rue a1eanaoo to fta..U, .U. tho ropl&t~ prcrr1clo 
for Uoou1JOI ttl llebtll'e, Ioupe, \qe, .o\cM&ta oa4 otMr Mnv enl't, 
U 11 DOt -\lJ 111- to requl.ra ...cb Chft to ob\alll U_, 

luotu u \M ....._ c..J. 1oM 1e ••ui"Md, tile jiWI le•tioa 1e 
broad .....,b te aa\barbo \be Quow.- ot tlla ......_ Cual to U.. ...,W.­
uoa., it 4MU... elaUal' to tM attacbecl roc• laUou to be ~ 117 \be 
S.c.nt1.r7 of tile ~. &ooU4 \be GoY- of u.a ,._ ~ Mtaralao 
to l.aaua wall ...,.U..Uou, ~ UDnoo w l>ld loo ftl>J oot to 7WJ' appi'09al. 

It ClbOt.lld loo noted \llat \be proo•a-tl.oa aDd r oa.!IU- c1o DO\ 
1111«1• Ollt !or 1,.0141 troat.ll\ F.roDcll wouole, 1t ou ov t b<>\lcl>t t.ha\ 
1t would be loott. t'lroe a ot&Mpol.llt or poU<>y to clool al1l<e ol.\h all 
Yoooolo t.nd l oaft to tho adal.ll1etrotl.oa of t.ha r.,ul&Uou tloo .... Mle 
to bo hold o...t tile y-J.e te loo Cll.eaNd. 
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... ,..,., ... , ......... ,... 
te .. ;; oooo1 .t 1M .._.._t, n1M _. 
~ ....................... ..... 
-t fill .. _ool, ,.. , .. - ....u., la 
..,. wn...w ._.. ., -. tallW a.teo, 
_..,, I , .. ~., ... u.,~ 
...,.., a, ... ,u ~laldo..._ 

1• 1a .... w -= .. -*• '"- ..... 
01' ~. - te ,......t ........ ~ w 
&19 11o1'to01' • •-• fll U.o GldW lte-, • 
\o - 1M AI e 11 ot tile npta _, 
oiiUpU- .t 1llo WW ltoteo,..,. _..,"' 
.... u. .. _, ot U..l'rMl ... t, t.. 
..... ,. ' ••• , t.11 ,.....u. .. -tl'ol ., 
.... ~ _. ..- U.Jr...tt. taoo om-. 
... - •• .., ... .u ..... ,__ ... , 
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Present: llr. Bell 
llr. Gaston 
llr. Fole7 
llr. Schwarz 
llr. Norman Thompson 
llrs .!Uotz 

June 27, 19(0 
5a85 P·•· 

264 

UK Jr: You saw the White House announced 't 
What hsppenedY Do 70u know? 

1 

• 

Foley : I onl7 know what Chic told u . 

Schwarz : Steve Early put out a aiaeographed 
statement. 

Bell : You aean the ship thing? 

Foley : There was a press release attached to the 
papers. 

HW Jr : Is the seal on it? 

Schwarz : They crossed off the last line. 

Foley: Copy of the proclaaation and regula~iona 
are attached and they crossed that ott because the seal had not 
been put on the proclaaation. .lnd llo1'111&n called Rudolpn 
Forester and he said it would violate all the rules of the 
White Bouse !or th.e seal to be attached unless they had author­
ization !roa the Piesident, and the President had gone for the 
day and he would make it the first order of business tomorrow 
morning. 

BM Jr a And in the meantime they put out the press 
release? 

Schwarz : They will have their d8f with the press 
release and we wi ll have our day with the regulations tomorrow. 
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lol y : It doea not have to be on the wi r e to­
night. Noth g pressing. 

265 

IlK Jr : Who has the authority to run it? I know 
it's mine but:inO in the Tr easury? 

~: I think the Cuatoma Bureau is the one to 
administer i~ause the instructions would go f rom rou to 
the Collectors of Customs. Contacts should be through the 
Commi ssion of Customs. 

llK Jr : But it ' s froa ae? 

Foley: So it would be Herbert. 

Gaston: It would be absolutely Barris. 

Fole{: I was thinking he was Assistant Secretary 
in charge of cus oas. 

HM Jr: He i s not. 

Gaston: Just interfering. 

llll Jr: ll;y thought is - and I haven' t bad time 
to think on It - i s to take the ablest officer in Coast Guard 
and an assistant to hia and place this responsibility on biD 
so that he can be on a 24-hour duty. Basil Barris is at the 
Philadelphia Convention tonight. Be is here only three or 
four de,ys a week: 

Gaston: You don't have to do it through baa. You 
could do it through me. 

llll Jr : I would have him responsible to you. 

Gaston: Of course, be won't make policy decisions. 
They will have t o come from somewhere else. 

HY Jr: I want somebody I 
night who can follow this shipping - a 
Guard and gin hill an t-ediate junior 
so there will be two un dq and night 

can call up day or 
captain in the Coast 
officer as his aide 
on duty on this thing. 
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Gaston: We have regula.r 24-hour dutT ot officer s 
over there. 

HW Jr: ! want some one person. I 'm willing to 
argue about It. Just got this idea live minutes ago. 

Gaston : I think it is all right. 

HW Jr: . But somebody who comes over to the 
office of the Secretary ot the Treasury ot which 70u and I are 
part. I want Norman to think about it. We'll just talk about 
this tor a minute . ~be the idea is no good. 

Gaston : You mean to bring him in • • ••• 

HW Jr : I want him attached to the ottice ot 
the Secretary or the Treasury to run this thing, and give 
him a junior or lieutenant commander under him, so these two 
men will be the office ot licensing, and so there will be 
somebod7 on the job 24 hours a d11. 

Folet: I don't think it ' s going to be big enough 
to require tfiatut I should think he can familiarize himself 
with all the ships that are in our harbors, when the7 are e~­
pected to come in, when the7 are e~pected to go out, and 
ownership, and their cargo and destination - all that stuff. 
He could nave all of that. 

Gaston: We are running regular lists ot vessels 
in American ports. 

HK Jr: lho does that? 

Gaston: Coast Guard Intelligence. 

lDl Jr: I want somebody that I can call up, some­
bodr that knows about these tankere, ~mebody right up to the 
minute on every single ship. 

Guton: Yea. 

ThOl!Jlson: You can detach a Coast Guard otticer. 
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Gaston. 
Bell: There ia a tieup between our office and 

HK Jr: Let's put it this way. You have Rose in 
your office . There is no reason why you should not have a 
captain. 

Gaston : No. Fine. 

2S7 

HW Jr: And occasionally if I want to cut corners 
I reserve that right. 

Gaston : Yes, sure. 

BK Jr: But Rose ia not enough and Basil Barris ia 
on duty only hall the tille. I don ' t want to move too fast. 

Gaston : And we don ' t have to go through Congress 
on this, the Secretary of the Treasury's orders hold this ship? 

Folit: That's right. It works this way. If the 
Collector bimse feels it is in t he public interest to hold a 
boat, he can refuse clearance, but he has to co111111unicate his 
reasons at once to the Secretary of the Treasu.ry. On the other 
band, if the Secretary of the Treasury tells him not to let a 
part icular ship clear then he cannot clear that ship. That is 
the way it works. 

Gaston: Yes, yes. Have to get some general in­
structions to Collectors of Cuatoma. 

Foley : That's right. 

HK Jr : Suppose I want to call up at eleven 
o' clock at night or six o'clock in the morning - I want to 
cal l a captain or a commander, -what is the situation?" 
But I think the man should have an office with you (Gaston) . 

Foley : That's right. That's the place. 
have Coast Guar~and Customa in the same place. 

Then you 
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Gaston: That will be three men. That will be a 
captain and two lieutenant commanders so you can have a 24-
hour trick. 

HM Jr : That's right . 

Gaston : I'm trying to envisage the detail on 
it. I think we need something like this because we need to 
get a lot of preparatory information and we will need to get 
out general instructions to collectors. I don 't ia&gine there 
will be much action but sone of it might be quite t roublesome. 

HU Jr: The point is I don't want to call up 
Basil Harris and get him out of the Philadelphia Convention, 
or Mr. Johnson who is not par ticularly well . Be has not re­
covered from his accident. !nd have it understood that if the 
President or the Navy or anybody wants i t that these fellows 
are here, but you (Gaston) are their boas . But I reserve the 
right once in ten times to butt in. 

Gaston: They could operate here in this building 
or over in Coast Guard, either one. 

HM Jr: I think over here. We have a room down­
stairs for them. 

Foley: I think they ought to be over here. 

Thompson: They might start over here any way and 
maybe in the course of time put the= back in Coast Guard. 
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HU Jr : This super sedes Commerce. I aske~ this / 
ques tion and Commerce is out. I am personally respons1~le 
and I want to do a bang- up job. I want to do the best JOb 
possible on this thing. 

Foley : We had better get hold of Commerc~ in the 
morning and have them come over and put the proclamat1on and 
regulations before them so they will understand what has hap­
pened . 

Gaston : You haven't any copies of that thing, have 
you? 
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Foley: Yea. 

!!),! Jr: What do you think, Norme.n? 

Thom~son: I think Coast Guard are the people 
to do i t. I don t think anybody in Customs will be as satisfactory 
as Coast Guard. 

Gas t on : They have 24-hour service any way. 

this? 
1!).! Jr: !re you (Gaston) entirely happy about 

Gaston : Yes. I think one way would be t hrough 
routine Coast Guard channels by designating somebody over there 
who could be the contact man all the time and duty officer, 
or add to the dut.f trick special officers to do the trick. 

~ Jr: Do you mind if I don't want to do it 
that way because the officers on duty at night don ' t have 
sufficient intelligence . 

Gaston: Do you know Hirschfield? Pretty smart 
fellow. 

HW Jr: Not particularly. The fellow I have in 
mind ia the fellow in New York, second in command. 

Gaston: Bayliss? 

!!!l!:: Oh, yea. • 
Gaston: Oh, we have to nave him up there. We have 

a terrifically complicated condition up there en explosives. 

HW Jr : Is he good'l 

Gaston : Yes. 

HK Jr: That ' s what I wanted to know. He has guts. 
Excuse me, ladies. (HW Jr then placed call for Admiral Waesche.) 

Gaston : He planned to leave for Alabaaa tonight 
for his eon's wedding; be back Saturdlf• 
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HU Jr: Well, set it up tonight. 

Gaston: I guess it ' s tomorrow morning he ' s flying. 

HM Jr: Is Bayliss a captain now? 

Gaston : No, he's a commander. You might find a 
man you want among the commanders. I would have a better chance 
of finding him there than in the captains. 

ones . 

HU Jr : Bayliss is good though, isn't he? 

Gaston : Bayliss is good. We have sooeotber good 

HU Jr : He was the fellow who took that ship across 
to Spain two years ago when the captain said he couldn't go. 

too fast . 

afternoon. 

But, Herbert, if I am moving too fast , tell me. 

Gaston : No, that's all right; you ' re not moving 
I tb1nk we want a good smart commander. 

HM Jr: Bayliss is a bachelor. 

Gaston : We need Bayliss in New York. 

HM Jr: Something bas happened to ~ bearing. 

Foley : Bob Jackson couldn't bear any of it this 

(At this point ~ Jr. spoke to Admiral Waesche 
on the telephone and copy ~f their conversation is attached 
following this page. ) 

HM Jr: That ' s fa i r enough. 

Gaston : I don ' t think this job is going to be as 
important as the JOb Bayliss bas in New York. He's not going 
to make policy decisions. 

HW Jr : Be has to have a clear bead though. -
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wa .. ohe: 

H.M.Jr: 

W: 

H.M.Jr: 

W: 

H. M.Jr: 

W: 

H.M.Jr: 

W: 

H.M.Jr: 

W: 

R.M. Jr: 

W: 
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Yee, kr. Seoretarr. 

JUDe 27, 1911<> 
5:50 P·•· 

Adairal, I have llr. Bell, Mr. 1oll:r, and 
Schwarz, Gaeton, !h~peon and Xre. llot& 
here around •• and ~ loudepeaker and the 
Preeldent -- ve dldn t realize it -- be 
releaeed tbie proolaaatlon putting all 
ehipplng under t he Seoretar:r ot the Treaeur;r. 
llo eh1p oan ea1l tro• an:r United Stet .. port 
nov vl thou t • ••• · •• 

kr. Seoretar;r, I didn't qu1 te get 1 t all. 

Ro eh1p oan eall without the pe.Nluioo 
ot the Seoretar:r ot the Treaeur:r tro• an:r 
port in the United Btatee. 

Yee, e1r. 

Row, we've been talking tb1e thing over 
and I want to get troa :rou three Coaet Guard 
ottioere eo the:r oan be on 2~-hour dut;r. 

Yee , air. 

Bring thea over to the ottloe ot tbe Seoretar:r 
ot the Treaeur;r, but plaoe the• under 
Mr. O.eton .• . ... 

Yee, e1r. 

• • • • • • and to handle th1e l1oenl1ng. Ever:r 
eb1p that 11 going to ea1l 11 going to have 
to have a 11oeoee. 

I eee. 

I ••an, whether it'e a toreicn tlag or 
Aaer1oan tlag. Now, I want :rour ver:r, ver:r 
b .. t ott1oere. 

All rlpt, 11r. 
cood oltl oer•. 

I'll eee that ;rou set three 

/ 
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W: 

R. M.Jr: 

W: 

H.M.Jr: 

W: 

R.M.Jr: 

R. M.Jr : 

ll: 

H.M.Jr: 

V: 

R.M.Jr : 

ll : 

H.M.Jr: 

W: 

- 2 -

Well, now, wbot 

Well, the tire~ one 
Co..ander Rio~ond. 
tire~ one. 

Who'• that? 

will be Lieutenant 
Riohaond will be the 

He'• a Lieutenant Coaaander - - Rio~ond 
who's been standing da7 du~7 over there'at 
Coeat Guard headquarter•, and en ottlcer 
who' a one hundred percent. He'• had a lew 
cour1e and he'• go~ a lot ot good coamon 
aen1e and •••••• 

Whe~'• hie naaet 

Rio~ond. R- i-c-h-a-o-n-d. 

Vhere ' a be looatadt 

He'a right here in Vaeh1ngton. 

Vhat'e the matter wttb Ba711at 

Vh7, I could bring Ba7lh down. M7 onl7 
thought waa that 8a7li1 il praotioall7 
running New York Harbor end I'd bate to take 
hia ott pt that Job. 

Yeah, well , ~h1• il running ell ~he eh1pping 
in the whole ot the Uni~ed S~tee. 

Well, i .n ~hat cue, vbJ 8&711• would be ~hi 
beet aan we have. 

Well , who i a better -- 8&7lia or Ricbaondf 

8&Jl1e ie beat to handle that. I wu going 
to aek 70u wba~ the dutiee ot theae three 
ottioera wtll be -- praotioall7 ~o control 
abipping. 

CoiiJ)lete obarge ot all ah1pp1ng. Thia 
IUpercedea co .. eroe. 

Yeah, I aee. 

272 
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R.M.Jr: 

W: 

R.M.Jr : 

., : 

H.I!.Jr: 

W: 

R.I!.Jr: 

W· 

H.K.Jr: 

W: 

H.M.Jr: 

W: 

R.l!.Jr: 

W: 

- 3-

When are rou leaving - - toaorrov' 

I'd planned to leave at 9:00 o'clock 
t omorrow mor nin, , but I don ' t have to leave 
until later. I m tlying down to see mr bor 
get aaarried. 

Well, have you got a paaaage on an a1r-•••••• 

No, I was going down in a Coa1t Guard plane 
and I can be delayed anr t1ae t o euit your 
convenience. 

Well, I mean, up until wbenf 

Up until evening. Re'a not going to be 
aarried until SaturdaJ aorning at 9:00 a . a . , 
eo it will be no inconvenience at all to aa, 
Mr. Secretary, to delay that unt11 anr time 
tomorrow even.1ng. 
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Well, what rou 1 d better do il -- you ' d better 
do aome homework toni ght and Mr. Foley 11 
entirely tam111ar w1 th t h1a, you see? Now 
let ae Just ask b1m? (Telke es1de -- vben 
could you 1ee h1m 10 be oan 1tudy tb1a tonight?) 

Mr . Foler will 1end the proclamation and the 
regulation• out to your bou11. 

All right. That will be t ine. 

And euppoeing yov be at fl:t ott1ce t oaorrow 
aornlng at 9: 00 o ' olook. 

I 111 be there. 

Seef 

Yea, elr. 

And by that t ime, I think, Mr. Gaston baa 
been proteating about Baylil, but I Juet 
auggeated him beoau•• I think he ' • got 
courage and Judgment. 

Yeah Baylia ia a good aan. I Juet -- he'• 
praotioallJ running Maw York Harbor and I 1 

j uat bate to take b1a ott ot that Job. That s 
ay onlr objection to that . However, I'll 
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B,II .Jr : 

lf : 

B.M. Jr: 

W: 

H.M.Jr : 

lf: 

H.M.Jr: 

lf: 

B.M.Jr: 

lf: 

H.M. Jr: 

lf: 

H.M.Jr: 

lf: 

-. -
ban thia irona4 out •• to Uuoae ott1oare 
t~ 701.1 toaoJ'l'Ow aomiq at 9:00 o'clollk. 

Wall, thil il Pl&OiDC a tr .. IDdOUI 
raaponaibilitJ on ae and I want it well 
dona, and ~·· p&Jiq Ooaet Guard tbe 
ooiiJ)l1aent. 

Well, I real1&e \bat, Mr. 8eoretai'J, and 
we're going to g1•e 701.1 good ottioere. 
low in regard to Ba7l11 - - Ba7l h h a •ei'J 
good action ottioer. Ba7l ie il not •• good 
a pl&llnJ.ng ottioer tor -- bun' t got both 
teet on tbt ground quite •• well •• other 
ottioer• we ba•e. 

Well, Jou'•a got all night t o tb1nlt about 
u. 
leah. I'll be there all priaed tor JOU at 
9 :00 o'olook toaorrow aorning •• to Who tbe7 
ebould be. 

And 701.1 bring it o•er to •• and l'a going 
to bold 701.1 per1onall7 reeponeible. 

All right, air. 

I'a going to bold 701.1 pareonallJ reepon&ible. 

All right. 

I aean, I .. .. . . 

I underetand tbe reepone1b1litJ ot tbl Job, 
Mr. &eoretai'J, and JOU oan rllt auured 
that we're not going t o tall down on lt. 

0, 1. fbank JOU. 

J.ll rich\, 11r. 

Oood night. 

Good night. 
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Gaston : He bas to have a clear bead. 

Folev : You stop the boata you we.nt to stop and 
that's all. 

Gaston : And that ' s a matter of issuing the order. 

~: All you have to do is tel l the Customs 
Collectors in-tOe various harbors that they are not to grant 
any clearance wi thout consulting you first . 

275 

, H11 Jr : Do.you mind DIY stopp ing you right there? 
~on t do it ~negat1ve way 7 every ship sails unless you stop 
1t. I would do 1t, no ship Salls • • • • Isn't it up to me to 
make the regulations? The President doesn't oake the regulations 
Did he sign the regulations? • 

Foley : Tbe ·regulations and proclamat ion were to-
gether . 

HM J r : Coul dn't t ha t be changed? 

Bell : The proclamation stops everything, doesn 't 
it? 

Foley : No, it merely delegates to the Secretary 
the power the President bas under that statut e and authorizes 
the Secretary t o issue regulat ions. Regulations were prepared 
and drafted and were attached. Did you aien the regulations? 

HY Jr: I 'm not sure. 

Foley: If you did, you did it over there. 

HM Jr: I don ' t know whether I did or not. The 
point I am gett1n~ at is this . If you say no ship ~ails . 
without a permit 1t seems to me as a matter of publ1c relat1ons 
that is better than saying every ship sails unless we put a 
finger on it. Because if ¥ou say no ship sails without a per-
mit , then the question of lssuing the permit , you can stall 
long enough for me to get Ur . Hull to make up his mind. If I 
say, ")(r . Hull , I want to stop that ship , " end; have to g~t out 
a special order I don't &et anywhere . I think 1f every sb1p bas 
to have a clearance it is more work and I can fuss around, and 
I can bawl the thin~;: up for a week if necessary while 'f!e are trying 
to get out t he perm1t. 
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Foley: This is all shipping. A boat wants to go 
from New York to Philadelphia. I think that's too much. No 
tug can go out of the harbor if you put it on that basis. This 
way you could put out the ones you want. 

foreign. 
domestic 
her . 

Gaston: VIe could make the regulations cover the 
A ship would have to have a permit to clear foreign; 

ship would not have to have a permit unless we stopped 

HM Jr: Do it that way. Anything to foreign, get 
a permit; anythLng United States port, okay. 

Foley: You want the Collectors to report that 
request has been made for clearance but not give the authority 
to clear until they had got that from you. 

HM Jr : Upstairs on the third floor is a tele type. 
That thing comes 1n in split seconds. They bring it down to 
this office . All he has to do is say "Okay", send it up, and it 
goes back in five minutes on the teletype. How many foreign 
ships do you think are clearing? 

Foley: Not many. 

HM Jr: Between fifty and a hundred? · 

Foley : I wouldn' t sey that many. 

HK Jr : My reaction as of tonight is no foreign 
ship can sail w1thout a permit. Then you can fuss a.round getting 
a permit for a tanker. What do you think, Norman? 

Thol!lj?son: I think it' a fine. 

Bell : Freeze all and get permits for other than 
intercoastal:----

HM Jr : That ' s what we do on the foreign . Gi!e 
a general permit. I told the President ;oday - he sal~ , I 
have ~ eye on that Stabilization Fund, • and I said, Yes, 
you and about a half dozen other people. 

lll right, gents • 

•••••••• 
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RDS 

Secretary of State, 

Washington. 

4:5, June 261 5 p. m. 

Your 22, Junc 251 8 p.m. 

ORAY 

Caeablanoa 

Datrd June 26 , 1 940 

Rro 1d 9 r0:5 p. m. 

1 hope to have accurate information to=orrow. On 

Saturday two stcamcra arrived, one from Prance and t he other 

from NEw York, both with boxed American aircraft. In the 

opinion ot ColonEl Smith Piggot of thE British air ~vice~ 

thcrt wrrE about 150 AmErican planca tn route to Casablanca 

whtn the armistice was signed. 

Colonel Jacquin of the Anglo- French purchasing comm1a­

s1on m~ havt detailed 1nform~t1on on thE subject. 
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ROO 

Storttnry of Stott, 

Waallington , 

RUSH , 

18501 JUDE 27 o 

PLAIN 

London 

Dnttd Junt 27, 1940 

Reo 1d 5:40 a , m, 

FOR THE SECRE~'ARY OF THE TREASURY, 

Your 1409, JunE 26. 
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'.!'hanks far !Ar , Knudsen ' s stnttmtnt . MattEr has ertattd 

cons1dtrablt d i sagrttablt commEnt hErt , Can you givE mt 

for my own 1nformat1on just why Pord would not makt Eng~ou 

for tht British, IncidEnts of tllia mturt art quitE 

to upset normal fEElings htr£ 1n England, 

KENNEDY 

REP 
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J'tlne ~. 1940 

Laet night, at the houee, PurTie aeked me whether 
they oould come forward now with more requeete or ehould 
they wait four or fiYI d-re. InetinctiYely I aaid, "Give 

282 

ue your requeete and we will go ahead. 1 I did not real1~e 
whar wae in the mind or hie mind. A little later on he 
eaid, •well' what about helpT How auoh help oan we exoectT• 
So I eaid. I don I t think you can expect any 1101'1 help or 
any leee help than we are giving you now u.ntil after elec-
tion. 1 He eaid, •well, Konnet wae on the wire t~ 
preuing • nry hard on the deetroyere• and he ea1d that 
he told Konnet to wa1 t until the Republican Connnt1on 
wae over th1a week. 

I told hia to gin • hie requeete - - what ba wanted 
tor Canada on one piece of paper, England on another and 
Ireland on a third, and I would uee 11f1 diecret1on ae to 
what uee I would ll&lte or them. 

I told hUI that I wae very anxloue to han Sir 
Frederic Phillipe come over and he wae both surprised and 
pleaaed becauee he , Purvis, 11 tearful he ie going to han 
trouble with Chil Service in England and he e-ra that Sir 
Frederic Phill1pe ia going to euooeed Sir KoraatJohn Wilson 
who now heade the Cirtl Service in England. 

Upon tliinlting the •tter onr, I thought it was 
eutfic iently t.portant eo I epoka to Kennedy at 6:JO th11 
110rnini and aU:ed hia wouldn't he pleaee aU: the Gonl'IUI8nt 
to aend 81r P're4er1c Ph11Upe onr here an4 he aeked wb7. 
I eaid 1 t o 41101118 tro~en aeeete 1 and he eaid he ID\deretood. 

lteMedy thanked .. protuealy for eending h1a onr 
the exact etateiMnt or Inudeen, becauee he ea14 it •• I 
p~ed up i n the Engl1eh P.,P.re and M4e a •err bed ia-
prelli on and had hurt a lot. He eaid, "Whet wae be.olt 
of itT• I eaid, •si..,lJ that J'ord ea1d that he did not 
want to aanutaoture tor England beoauee be thought 1t 
would help to get ue into the war. 1 And I ea1d, •aut 
~~~aybe the State DePartment hae kept you intor•d, 1 and 
l:tMidY aniWired, 0'fhe State Depart!ll&nt doee not keep 111 

informed on anything. • 

I ea14, •I Juet want to tell you that Arthur PurYie 
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is doing a swell Job, but that he neede more backing 
beoauee he eaid he aende h1a oablea to England and 1t 'a 
like sending them i nto t he th1n a1r. He never geta an 
answer halt the time. • Xennady aa1d, 11 am not eur­
pr1aed. Everything here i s at 61 a and 7 1 a. • 

oOo-oOo 
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• 
Or1g1na1 and f ile ginn to seor. to 285 

take t o White House. xra. Robertson sent 
) th1e. (Hre. R. aald i t vee addressed 
~o Mr. Poreter, Vhite Houee.) 

I 

• 
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..... 1111 
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IDI,Jr returned the original. ot Serle' 1 aet~orandua 
to Pa Wataon and u1d, 1 '1'he Pree1dent turned • down 
onoe and I don't want to go 1nto t h1e agaln.• 

: 

/ 
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FIIOII: IIR. GASTOII'S OFFICI 

I t alked to Colonel Wataon, who eaid he 

believed the Berle meoo and t he Preoide' t ' • 

anawer muat ba•e been wri t ten before the . 
report .... r oeeiYed and that a eimplo memo 

for the !ilea would be .u!! ie i ent. 
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Operator: 

R .M. Jr: 

Operator: 

H. M.Jr: 

Ed Foley: 

H. M.Jr: 

F: 

H. M. Jr: 

r: 

H.M.Jr: 

F: 

H.M.Jr: 

P': 

R.M.Jr: 

r : 

R.M.Jr: 

r: 

H.M.Jr: 

Operator: 

fole;r. 

June 27, 1911<> 
lO:JO a.m. 

Thank :you. (Pauee) Mr. fole:y. 

Ed. 

Yee, Mr. Seoretar:y. 

General Vateon Just called. The President 
ia too bua:r to eee Mr~ Hull and Jackeon and 
11e on th1a -tter. Draw up a aeaorandiDI 
with a recommendation and put 1t on General 
Watson 's deak and he'll take 1t 1n to the 
Prea1dent. 

o. r. 
Now, what :you've got to do 11 to draw up 
a memorandum and have three placee to sign, 
:you see? 

Yeah. 

Hull, me and Jackson. I'• willing to sign 
t1rat . 

Yeah. 

Then we 'll aend it oYer to Jackeon. Hellot 

Yeah. 

Get him to sign 1t and then :rou' ll ban to 
walk it over to Mr. Hull. 

All right. 

You see? 

Yeah. 

And the minute it'a read;r, the docUIIent, 
I'll drop whateYer I'm doing, :you aeet 
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rr 
R.X.Jr: 

r: 

H.K.Jr: 

r: 
R.K.Jr: 

- 2-

All r1&bt, I'll •••••• 

I'll oall up Jackeon and aak hi• to eee 
JOU and tell hi• what happened, and I 111 
call up Hull. But that'• tbe wa7 the 
Preeident want• to work and we'll do it and 
the reoo .. endation we'll .ake ie that be 

295 

eigne thie proclaaation putting all tbe 
eb1pping, ae I underetand it, under •e except 
Panaaa Canal, and that gou under the Go•ernor. 

That'• r1gbt. o. 1. I'll do it r1gbt 
&W&J. 

I tried to explain 1t to b1• -- well, JOU 1 Ye 
got the thing and .eke the reoo .. endat1on. 

o. J:. 

And look, Ed, I'd trJ to ba•• 1t -- a obanoe ...... .... 
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Operator: 

H.M.Jr: 

Ed Fole1: 

H.M.Jr: 

F: 

R.M.Jr: 

r: 

H.M.Jr: 

F: 

H.M.Jr: 

F: 

H. M.Jr : 

F: 

H.M.Jr: 

F: 

H.M.Jr: 

F: 

Mr. Fol.eJ. 

Ed. 

Yea, Mr. Secretary. 

June 27, 19~ 
~:57 p.a. 

Without hardlJ reading ay memorandum or 
rather JOUre -- the one I eigned, the 
Preaident signed th1e whole bueineaa at 
~:30 today. ' 

Oh, I aee. 

There were no eeale on it eo I ga•• it to 
Forster and told h1a to tollov thrOugh on 
it. 

I see. That' a the proolamation and the 
regulation. 

He eigned everything. 

I see. 

Nov don • t JOU think that ve ought to pick 
it up aoaevhere along the line? 

Yeah, there'• a preaa releaae attached to 
it alao. Did you lea•e it all with Forater? 

Enrything. 

Well, suppoae ~ get in t ouoh wi th Foreter. 

Nov, it JOU don't mind, let Norman Thompson. 

I'll get Norman t o do it. 

Tell Norman vbat to do and he'll handle the 
whOle thing. 
And I'll piok it up and then ve oan releaee 
the neve troa here. I'•• bad that releaee 
aiaeographed eo Cb1ok oan gi•e it out . 
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B.JI.Jr: 

r: 

B.M. Jr: 

r : 

B. IC.Jr: 

r : 

R.M.Jr: 

r : 
R.M • .Jr: 

1 : 

B. IC • .Jr: 

r : 
B. IC . Jr: 

r : 
B.M • .Jr: 

r : 

B.IC.Jr: ,, 

- 2-

Well, JOU wouldn't releaee 1t ton11bt, 
woul4 JOUt You know, let \be Wblte Bouee 
40 u. 
All 1'1Sbt. Well, then we oan eend o.er 
What we'•• alaeocraphed to the White Houee 
an4 let t hH do it. 

Can I lea•• 1 t wUh 7011 and • oraan 'l'hoapeont 

Yeah. You l taYt 1t wi t h llt and I'll take 
oar• ot it. It'll haYe t o be pllbl 1ehad 1n 
the Recieter and I 'll haYe \bet done aleo. 

Yeah, now, I '• alsal'c111& 7011 w1 th U . 

All J!'1&ht . I ' ll take u . 
'l'he Pree14ent e1gntd 1t at ~:}0. 

0 . I. 

I tl'ied ., beet to explain to hia wbat wae 
1n it. Col'dell R11ll wo11l dn 1 t ••en l 1eten. 
Re wallted out while I wu trJ1ng .t o explain. 

Well, had he eigned i t t 

•• eigntd it. 

Good. 

Be e1goe4 1t and • ••••• 
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So \here wae a unan1aollt reoo•end&Uon. 

••• • •• the onl7 th1n& he t&id Jlllt t o !lake 
11te .. ,, - - welli there ehould be no 
publlOUJ. So S. l talked llP -- but, 
Mr. Pree1dent, it'• got to so 1n tbe Reg1eter. 

Yeah, that'• r11bt · 
Well, there ehoul4n't be &ftJ pllbl1o11;J. 

I •••· • 

/ 
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B.M. Jr: 
• 

r: 

R. M.Jr : 

J': 

B.M.Jr: 

r: 

R. M.Jr: 

r: 

R.M.Jr: 

r: 

- ' -
And \hen \be Preeidant eaid, d1d JOU get 
aJ aeeaqe about a Belgian eb1pt I aaid, no • 
Be eaid, well, be eaid, let the Belgian eb1p 
tall, tell the Britleb eo tbeJ oan eink it 
at the 3t aile lialt. (Laugbe) 

(Laughe) 

So I aald, I want eoae legal etatue tor what 
I 1a doing, Mr. Preeident. 

That's rigbt. 

4nd be eigned it. But I know there'• 
aaDhlner, on 1t and I ' • going t o alk JOU to 
OaJ'l'f \brough. 

0. 1 . Bow about \be -- that other ano­
randua on the RaYJ bueineee. 

I got 1 t and I brought it bac.k beeauee 
I wanted the whole thing pbotoetated. We're 
eendlng that OYer thle afternoon. Mre. llotz 
1• taking oare or that. 

Ob, I eee. 

So JOU oan torget lt. Mre. llotz ie oarr71ng 
that one. 

0 . I . !hank JOU. Oood-bJI· 

298 

Regraded Unclassified



Excerpt from Yemo Dictated £y HM Jr , June 27, 1940 

re. Purvi s' cell at HM Jr ' s Home Prev. Evening 

I t ol d him (Purvi s) that I was very anxious to hr.ve 
Sir Frederick Phillips come over and he was both surpr:sed 
and pleased because he Purvis, is fearful he i s going to 
have trouble with Civii Service in England and he says thet 
Sir Frederick Phillips i s ~oing to succeed Sir Horace John 
Wilson who now heads the C1vi l Service in England. 

Upon thinking the matter over, I thought it was suf­
ficiently important so I spoke to Kennedy at 6:30 thi5 
morning and asked him wouldn' t he please ask the Gove~rument 
to send Sir Frederick Phillips over here and he asked why . 
I said, "To di scuss frozen assets" and he said he under­
stood. 
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