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.t. .. riou Metals CoepaDT 
See War COD41t.ioaea S.lherlaAd 

Aloarlo&~Hlmed Corporeti011a1 Branches 1n United l lll&doe 
See liar CcmditlODI 

.t.ppointaente and ReelpatiODe 

Book Pa&• 

Duttield, .._,e S. 1 Ollable to obtain leaft of ebe..,ce 
tor dvt7 in Treeeur.r- 7/2/40 • • . .•••••• ••• ••• • •••••••• 279 19 

W1.lllerd1.Dc, Luoina , J r .1 Pbillp l OUD& reJeoh WU..rdln& 
· aa aaalatant - 7/3/40. ... . ...... . ................. . ... 138 

.t.rpat.iD& 
See Latin .a..rioa 

-B-

Belglua 
See liar COD41t1011al Purobaaea .t.rra.n&ed tor and Undelivered 

Boeba,r, Illd1a 
See Silnr 

BueiJie .. COIIdit1011a 
lo011oeic DeruopaeDtet loble (~rce Depertaent) report -

7/3/40·. .. ... .. . . . . . . . . . . . . .. . . . . . .. . . . . . . . . . . . . . . . . . . . .. . 166 

- c-
Cainla, RIXIlti.D&tOD 

.t.nOQJaona .aaoranduat Reports on - 7/3/40.. ... . ..... . .... 228 
Cblna 

See War Cond1t1011at CblnaJ Japan 
Clapper,~ 

lela011 (lloM.ld) aaka that Clapper correct atat•ent tbat 
IIIIJr wiebea to oentre11 .. hoclll'elllent in Treaaur,r -
7/5/40 .... .•••..• . •••........ : ........................... 318 

Col.-.ia 
See Latin Jaerloa 

Cot tOll, Joaepb P. , Jr. 
See hport-Japort Bank 

ll'aba 
Mancaneaet Concreaaa&ll ~ aaka RNJr to tao111tate passage 

ot aaaplea tbroncb Onataoa- 7/2/40............... ..... .. 58 

- D-

Dlaftield, !tic- s. 
See .t.ppointaenta and Reaipat10118 

Dlllutb, Mesabi, and Ir011 llaJice Railroad 
lB I report • • • • • • • • • • • • • . • . . . . . . • • . . .. . . . • . . . . . . . . . . . . . . . . . . . 2 50 
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lxport. Coatrol 
s.. ... c-uuoaa 

~-la{'Ort Bualt 
Illite (llan7 D.) DcaiDated to 8UOCMCI 

Oottoa (Joeeph P. , J r .) - 7/2/40 ••••••••••• •• •••••• • 279 18 
a) D11cuaaioa at 9•30 ...till(....... .. ............. 102 
b) AckDoWl~ b7 PiereOD....................... 181 

-., -
Feidlar, llr1aeat a. 

uca;r.oua ...,Z'IIldua, Raporta oa - 7/3/40 ••••••••• ••• 
Fill&lloill(, Gowez rot 

Racoaatructioa Fill&Doe CorporatiODr BIIJr &Dd Joaea d.iecuaa-
7/3/.0 ••••••••••••••••••••••••••• •••••• •• •••••••• •• ••••• 
~ coac.rD!o& (1) approxiaate pricea &Dd 7iald 

baaea tor propoaed bOIId iaauee with ooupcDa r&DCia& 
t'roa 2- to ~; (2) ata~t llllowill( bOlide callable 
&Dd -tllrill( 19,o-55; (3) eta~ llllowill( uouoto 
callable ca -Jor t•oeMtoc datu 1Ddioated &Dd "'"""t 
=~u~~ ;-/,/~-~ -~~ -~~. ~~~. :~: -~~ .... 

Filll&Dd 
See War Colld.itioaao Purcbaoea ~ed tor &Dd Undelivered. 

h&llae 
See kr Colld.itioao: .Fore~ l'ulldo OoDtrol; France 

Fraesill( ot f'ulld1 
See War COild.i tioaao Foreip F~a Colltrol 

l'relebt Shii)MDta 
Baa• ... or&Ddu.- 7/3/40 ••••••••• ••••••••••••••••••••••••• 

a..-q 
See War Colld.itioaa 

Gol4 
See War Colld.iticaa 

Great Britaill 
See War COD41 tioaa 

Haiti 

-G-

-H-

257 

302 

268 

Federal Bureau ot Iueat~tioa report ooDoemtnc 
O.rti&D popllatiOD... • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • • • • • • 242 

lAd.ia 
See SUnr 

It&JT 
S.. War Calld.i tioaa 

-I -

J 
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lapaa 
Book Pap 

See &lao War CoDdl.tiCIIUI 
r..te..-1 s ........ ot lDT811t1ptiCD report• Propoaecl parcbaaa 

ot a'f"1at,1c psol.!De . ........... . ................. ... . ..... '2'79 2.48 

Latin Jaerioa 
Araeot1aa1 

- L -

Federal Bureau of IAHIItiptiCD raport CCDC&n>J.Ac 
traaaactiOD betntlll the BUICo de lacica, 81l&Aoa 
.urea, &Ad the ltaliaa Line 1 Gi vaa to C. atOll &Dd 
aola:lowlecSced- 7/J/40. . ............................. 238 

Colc.bial 
Fade..-1 Bureau of InvestiaatiCD report 1 Route tor a 

O&Dal throucb·· · ···· ······'······· ··· ········· ······ 246 
Iater-Meri08D !oono.ic Atfaira1 Propoaecl report to 

Cabinet eo..ittn rroa IDterdepartaeotal Co.aittee 
ot ~·- 7/J/4/)..... .......................... .... . 190 

M1npneH 

SeeCIIba 
llt.rtiDiqa. 

See liar CODditiCDal Prance 
llcllaDIUI, I olm I, 

-·-
See liar CODditiCDa: Urpl&Dee (!biineal ·Rolla lloJce) 

.. rcbant Ship lloY-ta, O!'tice of 
8ee lfar 001141 tiCD8 

....... t.ltlipp1Dc 
See War OOIIditiCDe 

llex1oo 
See &lao liar CoDditiCDa 
F..terU s......,. of In-.eatiptiCD raporta: 

eo..ua!et &Dd l&ai act1Tit1ea.... ...................... 244 
Ant.i-AaariC&D &&lt.atiCD b7 newspapers..... .. ........... 255 

litciMll •tal Prodllcta ec.~ (Clnaland, <llio) 
Fecter&l Bureau ot lllvest.1pticm. report............... . ...... 252 

-· -letherlanda 
Sea liar COIIdit1CDal Pur~sea Arrancad tor and Undelivered 

trorn,r 
Sea liar Coadl.tiona: GoldJ Purobuea .ArraDce4 tor &Dd Ulldellnrad 
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Odlla, nOJ'd 
Boot Pace 

See lte..-.ue llerlaiOD 
~-tiM Pq 

nil uka tbat dOQ))le ~ tor ftoatiQG,-tia tor Mpl07eea 
ot 1&'7 O.J*rtment &Dd Coast Guard, 1D cODDeOUOD nth 
uti<lG&l det..,ae, be kept at II1D1Ma until edai.Diatratin 
recuJ,et10118 ban b.- dram up conri.Dc liar lle~t 
.. plOfeea also- 7/2/40 ••• ••••••••• • •••.••• •..••• •••.• 279 89,93 

-',P-

PAIWU, Steuahip 
lederel Bureeu or IDveatiptiOD report ••• •• ••.••• • •••••• 

-R-

llecOD.truct!OD li.Dence Corporati<lll 
See l'iAaDci.Dc, Go1'11rD118Dt 

Re't'IIDue Rerlai<111 
!Xceaa Profits fax: 

Contarllllce 1D Leon Henderson' a office; present: Kades, 
Gi.Daber,, He., HendersOD, fagsa.rt, &Dd nOJ'd OdlUII -
7/2/40. .. .. . . . .. . . . . . . . .. . . . . . . . . . . . . . .. . . . . . . . . . . . . 66 

Conference; present: llagi.ll, Sullinn, farleau, BlOUib, 
Shoup, &Dd Paul- 7/5/40.............. . ...... .. ...... 328 

a) Plan explai.Ded 
Ruett, Jacque a 

Bee liar Conditi<111a: France 

Ship llo-ta, Otriee ot 

- s-

See liar CoDditiODS: llerebant $,1p llovuenta, Office ot 
$,ipp1Dc 

See liar C<mdJ.tiODBI llerebant Sbippi.Dc 
su .. er 

Hoardi.Dc or coi.D 1D Booabq reported - 7/5/40......... .. . . 353 
Spa.i.D 

Bee liar CODditiODa 
Surplus Jaterial 

Bee liar Condit10118 
Swede 

See liar OonditiODa: Purcba.aea Arrqed tor and Undelivered 
S.itaerl&Dd 

Bee liar Conditi0118 

- f -

-U-
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War CCO>clitlODa 
.l.l.rplaDe ., 

l!lcaiDe8! 

-'I -

Foreign Lessor of Aircraft !Gcin• Plante: 

Book 

Foley aeaorandua- 7/2/40...................... 279 
Rolla Royce: 

Rolla Ro,yce president ancl attorney, llcllanua, 
explains c011~1a position following news­
paper publicity on llerlin engine - 7/2/40 •••• 

IIIIIJr i nstructed to return plana ancl drawings 
of Rolls Royce •c• engines aocl Salifax-Hanclley 
Page aircraft to Canacla, keeping llarlin engine 
plane a little longer- 7/2/40 •••• •••••• •.•.•• 

Wright Duplax C,yclcne: Beaverbrook requests two -
71~4gi;~~;i~·b;·~;;·i~~&;·r~~;~;·· · ······ 

Aroolcl, and Brett - 7/9/40: 
See Book 281, page 162 

b) Cable to Ia~ - 7/9/40: 
See Book ln. pa&e 171 

Allerioao~ecl CorporatiCO>a: Branches in Unitecl (ingdoo:: 
TranaaiaaiOD of profits regulatecl by Britiab Treasury -

7/2/40 .... .. .•....................................... 
Cbina: 

Xcung (Arthur ll.) 1 'IIIIo acc011paniecl Soong froc China, 
clieouaaes situation witb Coobran; reports FOR• s 
pr011ise cf more aiel to Soong- 7/2/40 •••.•••. ...•.••• 

Inclo-China route for exporte from XUnDan - possible 
closure: Report from Alllerioan Consulate, XUDD&Dfu -
7/2/40 ....... . . .. . 0 ••••••••• • •••••••••• 0 ••••••••••••• 

Excbange market resuad- 7/2/40, etcetera •.•••••••••••• • • 
Export Control: 

FOR signa act provicliog- 7/2/40 ••.••••••.••••••....•.. 
Gr....,' a (Joseph) function in state O,partaent cliacuasecl 

at 9:30 aeeting- 7/2/40 .••••••••••••••••••. ••••••••• 
Foreign Funds Coatrol: 

hance: S1tuati011 diacuaaecl by Hen.ri-ilaJ'e, Lorey-Beaulieu, 
a.Jr, Bell, ancl Cochran- 7/2/40 ••••.•••••• •••.•••••.••• 

French llmda: Leffingwell aocl v'iner agree that bona ficle 
French refugees abould be enocuragecl to get their tuocls 
out trOll accounts 'llbicb carry a French label as quickly 
ancl co•pletel;r as possible- 7/3/40 ..•••••••.••••.•...•• 

FNnce: 
Ba.nk of hance tole! of bre&lcclown in co111111n1cation witb 

Federal Reserve Bank of l ew Xork by State Department -
7/2/J.Q • •• • ••..• . •.•.••• •• •••••••• 0 •••••••••• •• •••••••••• 

llartinique: Investigator to be sent by Federal Bureau of 
In~eatigation 9r Custoaa- 7/2/40 ••••••.. ..•... •.. . .•••• 

Ruett (Jacquea)-&I.Tr correa;x>Dclence subsequent to 
downtall of France- 7/3/40·······••••••••••·••········ · 

Page 

21 

ll 

284,306,346 

60 

55 

61 
45,273,351 

ll2 

94 

221, 

39 

86 

218 

/ 
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- 1 - (Cootinued) 

lu Ccod.lt.iou (CODtinued) 

~· 

Book Pace 

Finanolal re...., !l'o• ~10&11 a.baa117, Berlin -
7/2/40 ••• •••••••• •••••.•••.•••••••• • ••••••••••••••. 2'79 3l 

Proc;reaa report. on operatiooa on leat.eru Front -

Gold: 
7/5/40 ........ ...... . ... . ............... 0 ••••••••••• 356 

Wontagu Joraan inquires about. faoilitiee for 
tr&DsportiDg 100- to lSO aillioa pounds 1n gold 
to ODited Statee- 7/2/40... . .............. .. ...... 13 

a) IIMJr will pot u.ke further arrangaaants J 
Hull JilT approach 1•"7 1t he eo deairea -
7/8/40: See Book 5§2, pa&e lSl 

b) Kennedy into:raed United States no l<>a&ar 
teals warranted 1D acqllirin& title abroad 
and tr&Daport.ing on warships - 7/10/40: 
see Book 281, page 257 

llorn,r: &u....,.t.a diacuaaed b7 lorwgian llhiat.er · 
aud ~- 7/2/40 •• •••••••• •••••••••••••• • •••••• 

ltalJ': 
Cit,- ot llcae bolide: P.,.....t 1D doll&l"s diacuaaed b7 

state O.partment 1D -•aace to .lceriO&D ~ •• .,., 
Roae - 7/3/40 .... o o ....... .. .................. 0 o o o. 177 

See also Book 280, page 73 
J&po.DI 

Grn g1 vea rea~&d ot Japo.n 1 a reaction t o ear 1n Europe 
aud to present status of CbiDeso..Japcu~eae contlict -
7/2/40 . ............ .. ......................... 0 ••••••• 

llerohant Ship llovemente, Otfice ot: 
Spo.niah Coast blockade memorandua (unsigned) fr0111 

IIMJr to FDR - 7/2/40 .............................. .. 
In Gaston's absence, General Counsel's Office 

reapoaa1ble tor decisions - 7/3/40 ........ o .. o o .. o .. 
.lleroh&nt &upping: 

List of vassals approved b7 llarHiH Coaaiesion tor 
t.ranatar to allen omership and/or reg1at.rJ, 
June 1940 ••••••••.•.•.•.••••••.•••..••••••••.••..... 

llexico: 
Hoohschlld sends HIIJr copies ot reports be Ilea received 

on Fitth ColUIID activ1t.1ea, eto. - 7/3/40 .... o o ..... 
Purchases Arranged tor and ODdelivered: 

SUZOTey of Duteb, Belgian, Swediab, loree&ian, aud 
Finnisb orders still UDdelivered - 7/5/40.oooo••ooooo 

Purchasing Mission: 
Vesting Order: Official sales of Brit.iah-omed doll&l" 

aeour1ties- 7/2/40 •• • ••••••..•••••• ••.....••.•.•...• 
SecUrities Markets (High-Grade): 

Current Develo~ents: Haas aellOr&ndua - 7/2/40 .... o o o .. 
SpaiD: 

IIMJr 1a aa.orand1a (unsigned) to FDR ooacerning Sp&nisb 
Coast blockade- 7/~40 ..•••••.•••• •• ••••••••.••• •••• 

47 

80 

234 

308,319 

42 

23 

80 
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'l&r COII41t1cma (CaauJmed) 
Surplua Mat...ul: 

- I - (Cc.ata-1) 
BOOk 

coat- Oil hrther &ll-t1oo; pre-t· llll.Tr, 
! oUDC1 Cox, lleraball, &tart, Bllnaa, Spee.r, aDd 
L,oDa- 7/J/40 •.••••••..• ••• ••• •• .•.. ••••.••.•.•• • 2?9 

a) Stark aeta tor aeorea,r • •• . •.•..•...•..••. . • . • 
b) Priorit7 Powra, I:DreiM ot OYer War 

Materiel: Fol~ -~ - 7/J/40 •••••••••• 
Sri tM:eJ.IUid I 

Credit Suiaae: state Departaeat 1Dquirea wii.U..r 
Trea8Ur7 would obJect to 1Dat1tutioo ot auit b7 
Juetice apillat .... tort b~ ill c-tioo 
with old caae ot "-riou •tala Ccapu~~J -
7/3/40 •.. . . •.. •. . ....•............ . ............... 

Doited lill&dO.l 

British Treaaur)" ata.tt aup.ated: Lord Catto appointed 
tiii&Aciel ac!Tiaer; I&JDea , etc., oo caawl.teti•e 
CO\IDCll- 7/2/40•••••••••••••••••••••••••••••••••••• 

Jliliter)" Si-tiOGI Report& froe LoDdoD tl'IU!Ieaitted 
b7 Lothi&D - 7/2/40, etc ••• • •••••••••..•••••.•••••• 

11hite, 11arr7 D. 
See lxport-U.port B&lllt 

1111HrdiDC1 Llloiua, Jr. 
See .lppoiD~ta &Ad Bee181Jaticma 

.... 
132 
2)6 

160,162 

2'78 

JS 

1,292, 
296,371 

) 
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UITJa ll UIIUaaY, 

WAaiiJIICTOII, O.C. 

July 2o<l, 1940. 

P!reooal 111<1 Secret 

Honourable 

Dear Mr. Secretary, 

I eocloae herein ror ;your 

peraonal ao<l aecret inronaation a copy 

or the latest report r eceived rroa 

London on the ailitar,r aituat1oo. 

Believe ae, 

Dear Mr. Seor etar,r, 

Very Sincerely ;yours, 

Heor;y Moraeothaa, Jr., 

United Statea Trea11Ur7, 

WaaMogtoo, D. o. 

1 
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Telegram daapa t cha<l rrou. Lonu.on 

on the even i ng n r July lat , 1940 

l. 

orr l o\oPboe4 an4 elao a t tac•e<l J or\lan<l , but 

wl t hou\ orr .. ,. lndiaoria1no\e bOQblni t ook plaoe 

lea\ nl;h\ moa\17 on aea\era end a out hor n coaa\o 

oept r~r ~ . .. t o one 

achool , no aor1?uo a otoriol 4ar.ioco or oaoulUeo 

Jo\ r el)O" !>"· Plp&. r aor\Jeo c1oar awho.l, bu\ 110 

1n\ ercopt1ono ~•de. 

2 . 

r r anao yeatorday aho \ doen at& • ••••raeb&l d \ 109 '• 

(oont1~e4) and oeYon Voooer eohai d \ 109 '• 

(rroboble ) , one nurr1oone a1aa tn r. bu\ p11o& 

bo l loYo4 ae ro. Bloahotao a\\aol od ~orY111o 

aoao~ oneS ratlwoy o\a\l oa n.aar D<:>ullno 

, .. ,.rda,. TbP .. o l r orat\ •1 ••1•&• Loa\ o lgnt 

eoYOD\7 \wo beaYl ~bare a\\oo••~ -aro~ell lni 

yar4o, oi l \ere•~• eo~ aeaoo41~ i n . eo tern 

OermaA7, elao r1 r a4 a rea round Jar~otad\. Mi ne 

l oytaa oleo eerr1o4 out. All •trera r \ re t urned. 

Dur1at Lbe o\\&Oko by aoyel Alr Force 0 0 \ he 

n l lb \ or 29\ h-JO\ h J~o o&\oaol•o r t roe were 

e \or\od 1A Bleak Poroo\ ona \ wo oboa1oal raotor1• • 

wor e o ucoooorall7 -.abed. PaotoP7 a\ Hoooohot 

••• l or\ oaYelopo4 1a tl~•• · Ot her ou-.141orJ 

\ er ceta aucooaotQ!ly bO bo.l . Ai r r .. oanelaaonco 

or ~lo l ropor\o oaa bat\lo eruJ aor ln rl ~a\1&1 

lloc .. , / Regraded Unclassified



-2- 3 
eon , • • "P"kn -.uleMSJI ( o'-a ._ ... ) la 

~k, two ....Sooro, _. drer•t• oe.r r lor aa4 

two or lllrM 4 oolroJor o. Ao&h'UJ aloo o S Ul 

11 .. \oro .,. , .. &M ao. Gourol nt4oaoo 

ou loW tlaat ~ 1o p,..~taa t or ---.... ...... _. 
J. c..--, ... tM ........ 1~···· 
--•-•• • 4 t,......., ooU•tUoo ot 

ta • • olr toNO oon&ta•o4. 

... .. .... •roopo NOUa•lJ re,~OPW ,. 

llan 10Mo4 ta ._.., wt ao tu&~aer 4otoUo .......... 
....... oooot ., a . ..... too ot ollloll naa. Oao 

...., • a ••••• .. ,.,., .. ._. ., 111e Wo3•••,• • 
IIISp Sn Booton liNt ....... _. 

6. • • ....... ,..,.. ... ta Po4SMPH-

..a .u.s- 4&opootUo• at PNooa. noot. 

•J- D'AN• lo •• ..... 1._. . . .. , ot r ro .. a. 

!II"F Me- loot lto tlp U nl .. tru ,..,M_ 
-..lo at A.l•SSsiPlo to MUOP \ IWUI .o lo-lloro aa.i~ 

.. II.OllJ -Uor YOOMlo IIOYO llllo n liP HUor 

...... ,,1. n.... oat•• oo\ 10 •••t••• o l\11 

&rSUoll opp- oooW.t \o r-ta ta a.o..-.v. 

~or•tolpo, loa 1a ... ro,ort04 ottll 

~11lor h 1to17. Go- 4hlo1oa .....,w ot 

1-.loo'• U4 '" _,.. OJQlOU04 • • lfo}lloo. 

3 , Oa .hiUt 2~\11 oa4 )C)&b MYOD Uolto 

OlPOPot't _.., . .... , l rt•tob fl lb •OPo noor 

1.1.,._ I'PoeUor oa4 o ao t a Tor' 1114oa oJOeo. 

ltoltoa olr ••took8 s o l \ o 1••••~1 oouoo4 ota 

Regraded Unclassified
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..... ltloo ... ol l &b\ ~•\oriel ~· io) &l 

Air , .,... noo ... fllllJ anoolt..S t r oep 

oou•'reUOIIo u4 ~-be4 4-.,o N u \h •••' ot 

Dlllto.U. 

/ 
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.t'lllT a, lMO 

-
....... ···=·· 

...- 7ft fWl' ,._ leU• ot ~ ~ .,._ 

4n .. e4 • tlloe leclftt.., ot tlloe '""~· *1A 

11M ..._ Htlfte& to - , 00~ .. Ua ..,.. 

llerUa...UO•· 

lie b l1cbte4 to 11 ••teat• vl\b 7ft ~latol7 

11p0a tM tanllfor re1- at \M .. 11• .. ,.. p~ 

- 'loel_, »U la ...... 1>7 tM Wllr .... , n . 

Ill' • .lelia I. II II 
1110 lr ... ~~et . 

fl'!'ned) Pl>llll> TOUg 

J'Ullp TO'tlllll 
uaht.at to t11oe .._.,.,. 

.. , ... ...,,.,_, 

PflbJ 

-

Regraded Unclassified



) 
.. ROLLS-ROYCE 

T•....,-• .. • • .__ .. _. ·~·· · 

Bon. Henry Morgenthau 7 Jr. 7 
U, S. Secretary of Trea sury, 
Washington, D. C. 

INC, 

1.0 •III OAOWA Y 

NKW VOIIIU<,. N , V . 

June 28th, 1940. 

Re: Rolls Royce Merlin encines . 

Vorganthau:-

8A\o..._. A.NO $CflltVICIIf 

On page 8 of todays Ner. York Tmies you are referred to and quoted as 
follows : 

3 . "Going back to the 
of Corps 

Just to keep t he record of Rolls Royce, Li~ted, clear I refer to par agr aph 
is" above. I cannot imagine why anyone would give you this information. As 

back a s the Spring of 1938 I with another RR aan made a trip to Washington 
to try and submit the Kerlin without cost to either the Army or the Navy for 
test. Continuous from that time I have tried it . The answer I received was 
it would not be accepted for test unless it was not onl y built in this country 
but proof sub~tted that we had facilities and capital to continue the manu­
facture bare. That would have cost millions. We could only reach the conclusion 
it was not wanted, an.d many thought the American industry would resent any such 
attempt. 

I still kept at trying and finally arranged with Gen. Br ett for a conterenc 
with Mr. Olley and myself . This was on February 28th, 1940. General Brett 
asked for two engines, and we said we would do what we could as the war was 
on. We went from General Br ett to the British Embassy and then to see Admiral 
Towers . This was all in one day. I understand a cable was sent immedi ately 
• ) England . On ret urn to New York the next tlay I saw the Briti sh Purchasing 
v~ssion (Mr. Purvis) and put in the request at that source. I still was 
,t satisfied as I was within grasp of what I and RRL liad been t rying for 

over two years to do, so I wired the coopany . The result was t hat u.s . r eceived 

the two engines . I do not knovt why you were not informed that long prior to 

Treasury Department takine over this work Rfo.L was trying to give t he 

engi~>ea. 
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l SO .l'tOAOWAV 

NCW YOJIIII(. N , Y , 

S A L. .. A.NO SEftVIC:C 

Quota tion f rom a letter to me from Bon . Robert • .. • 
!Jay 21st , 1940: " Taft, da ted 

1 
"I have t alked wi t h Brig. Gen. George H. Br ett Chief of the Air 

C?r ps Material Division, r egarding liquid- cooled engi~es, and am informed 
tnat avia tion circles have been discussing this llarticular mat ter for the 
M st several years, The Ai r Corps ha s been experimenting with liquid­
cooled engines for many years, and woul d w~lcome !'rom any manufacturer any 
such engi ne that coul d develop 1800 H. P. It is . .. eir cont ent i on that a 
.l i quid- cool ed engine ha s vet t o be develoned equal to other t ypes not1 in use. 

April 30t h , 1940 quoting from a copy of letter f rom llr. Bives of 
Royce , England, llr. Olley wri tes the Br i tish Embassy, copy to me: 

Referring to the t wo engines above r ef err ed to: 

. "If you can find out how t hey are going to be used, we (meaning 
company) should be prepar ed to give ALL THE HELP AND ADVICE VIE CAN to 
assi s t t he testing and calibr a tion or t he enci nes" (Cps mine, and quoted 
to show British Company were willing to help. " 

On Uay 20th I wro t e t he Pr esi dent concerning the matter, and re­
ceived an answer J une 3d. 

On May 18th an item appeared concerning the cal l i ng or t he f irst 
mee ting of certain official s in t he plane and engine industry and I wrote the 
Asst . Secreta ry of the Navy, Bon. Louis Johnson, a ski ng for any data that 
might r esult from such meetings . I wa s still detez·mi ned to t ry to give 
Araerica what it needed, and later what appar ent ly h:'ls been proven it want s . 
Th e r epl y was t hat "No conclusions, ther efore , were adopted •nhi ch woul d 
be of va lue to you• . 

On June 4th, 1940 i n responsn~e to a r eques t from llr . Mead t hat 
I u se IllY endeavors to have key men sent f roo our Co:npany i n Bnglo.nd and 
on other ma t t er s I cabled &ngl and , and wrote hi m I would do cve~·thing I 
could to rush mat t e r s as f ar as our company ~hS concerned . 

I quote t hi g things t o show tha t t he Com~any and not t he U.S. 
":ere us i ng every endenvcr to ge t t he engi ne here . Al so to mee t a rumor 
n • ~ tntement by a U.S. orrtrie l that thn Conpany might obstruct. And 

ldws pite Lhe f act that perhaps and maybe thts i s solel y e matter lletVIeen 
r ~ 0 governments that Key men and ot her i nformation are needed that cannot 

' \ ~~ pr ocured fro~ blue print s iUili we ar e willine to co-oper a to ' r we ar e only 

1 
P ll 0\\Gd , 
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NKW VO,.f(, H , V. 

As to the quotation &bove nuobered "1" ~d "2" you say for the 
governments what I , as a.ttorney for Rolls Royce, Li:nited, ror tr:o v:eeks 
have been saying for the Conpany, ~nd which I c• n s~y for Britain and for America : 

About a ton and one-half of pr ints were shipped ha stily t o this 
country. Part or those ~rints were Merlin prints, other prints and priv~te 
corpora te documents of Rolls Royce Limited . Mr. Olley and myself were to receive these f or Rolls Royce, Limited . 

I can't imagine tha t anything th2t belongs to another should be shut 
Regardless of t overnment contrects or prints, Rolls Royce made all 
things available . We are up agaihst the following : 

1. Certain priva te p· pers of interest only to RP~ as car manufact~­
are locked up in a military camp et.Wright Field ~nd we cannot get them . 

2. . Engine prints which are necessr.ry for efficient laying out or 
ma chi t~ tools and for install~tion are also locked up . Mr . Olley is being 
called upon by this government and othet·s and claims he needs them and that 
efficient work from one standpoi nt cannot go on, and it is doubtful whether 
the work can go on at all while these prints are locked up. 

It is true t ha t Tre~. sury officials are no:t :!pologizing for the t reat­
ment afforded us both in th1s matter, but s ti l l our private p&pers a re held, 
end s till prints Ylhich Yr . Olley stPt Ps ~re necessary for him to ge t are 
locked up doing no good and hindering progress . 

I had a half hour ' s conference on long distance telephone w1th h1m 
l as t night. We both reel there is a solution to it, and the whole progr am, 
but we have no position to enforce except tha t v:e are Americons and want 
America to get the engines and a t the same t ime Britain can get hers . 

As above stated, I did not Tant to have the company appeer i n a wrong 
light, hence my •~iting you. I would l1ke our papers, further from my tele­
phonic conference l ast night, I feel this matter from both governments ' stan~ 
point cen proceed if anyone w~nts to listen to us . 

Res ct :,:r~t~ 

esident,~s~~oyce , I nc • 
Attorney Rolls-Royce, Limited . 

P.s.-- Could it be tha t someone like in 1917 is trying to block or use other 
t..tl ns as was done in 1917 when prints and: RR men were;-~~e ~~;~lting it is 
in failure of their endeavors, but U.S. aid .ot get P g 
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DEPARTMENT OF STATE 

WASHINGTON 

July 2, 1940. 

The Beoretar7 of Btate preeente hie eompllaente 

to tbe Honorable the Beoretary of tbe Treasury, and 

enelo••• one copy of parapbra•• of telegr .. Bo. 1914 

of July 1 tra. London. 

-· 
,.. 

... - .... 
::::! 
r--· 

~ 
oc-.... ~ i 
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P.AJIAPHBASI or Tct.IQIIAM Wlt&D 

r!IOXI Aaerioan Ellba .. :r, LoD4on, England 

DAR: Jul.J" 1, 19410, 7 p.a, 

1f0.1 19H 

13 

The tollowing ie tor the Secretary of State and tor 

the Secretary ot the Treaeur:r: 

I bad lunch toda:r with Xontecu lforaan, and be u:ted 

the following during the oolll'ee ot our oozrrereation -

Firet. Xr. lforaan aade reterenoe to an annouoeaent 

wh1ob wu aade on Jue 26 b;r the Aller1oan Treaeur:r allll 

lfa't')' Departaente that gold ba4 been bough' troa the rrenoh 

OoTernaent b:r the United Statee, and that tor traneportinc 

it to the United Statee the United statee oruieer 

VINCIIRIS had been ueed, Xr. lforaan wondered Wbe,ber eiailar 

faoilitiee could be extended to the Britieh, a• be etill 

had tor eh1paent between 100 and 180,000,000 pouch 1.a 

gold in a Tar1et7 ot ownerehipe. Be expre11ed W1llinpe11 

to exeoute a deal. 

8eooD4. Cred1te were being oanoele4 b7 the Xanhattan, 

Ining aD4 Guarant:r, tw eaid, and be tel t th1e -• a 

eerioue utter. Be raiee4 the queetion ~r• 4o we 

etan41 • He eaid he wondered if :rou could t1Dd out, 1n 

great eecreo:r, Yhetber th1e Y111 be a detin1te polio:r of 

tbeee ban:te and whether it aigbt beooae 1 oontag1oue• . 
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~. 'l'oaol'l'Ow 11181)'11' 1e to ea11 oa the ••• 1b1p 

&I Bewll)' aDd Pb1111Pil 11181)'11' 11 go1ag to Ot~. 

I1ng•l•r Wood bad ea1d, Boraan told ae, that be wanted u1 

to ltDcnr tb1e 1D adY&DOI eo that 1r1 oould lUke ltDOYD &111 

obJeot1oa 1t br &D7 ob&Doe we 41d obJeot. 

EA:Ln 

. . 

•• 
... p 

Q 

Regraded Unclassified



... .. . " .. . . 

TREASURY DEPARTMENT 

I~ ()!'PICa COMNUNICAT10N 

llr, OoohraA 

'I'M tollowiac 1a wepeted •• • · batt ot a •••••-• to lie c1...,. to tbot 
e OD Ju.J.¥ 9, :proTI.4e4 it ••h with :BrlUeb ~~p:proftll 

•on.. Seore\aq ot tbe !'reNur7 baa -ed that , 111p0A ble la­

TI.teUoa, S1r l'reclerlcll: l"bl.lUp e , BrUiab U..Ur Seore\aq ot tlla 

,.,...,...,., w1ll abortq &n1:n 1a V&abiac'oa tor a Tl.oit . !111• .n­

iiiC will proTI.cle tbot ocoaeioa tor 41ecnaee1oa ot tecba1cal 11114 other 

. ~ 
queuo ... of the Br1Uab ~ncaa !reanrin. It will 11e ..-u.a 

tbat Sir Jrecleriok Pbllli:pe ~111te4 S.oretaq llorpDtllau 1a Vaabille'oa 

duriDC the Aut- ot 1937. 

I 
I 

, i 

/ 

.,, 

I 

I 
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COPT 

Cop)" of peraphra .. to !IIIPJRT JSP.A11!'181if, 

Panphrue of wlecna :to. 619 fro• Stool$o~. hq 2, 

Sec:re'-'7 of Stow, 

Yubl-ctoa. 

J. aoet u•U.tactotT lle&'"7 c..-4U l!e"- ill ..._ h 

l!e1-c creat.K liJ thlo colll41act of ~.hlwlaahh t..-4e 1111111er 

& -ehitt cl .. rt-c t.rr&>~P•'At ftich hu 'bMil ill operdioa 

olDce the cc011paUOil of Deaaark. !here l.o ao •eA here for 

W.tter froa Deaaark t.booa&t> i h e]lpC>rte\loa f'fte llharl< wooalA 

l!e pen:Ut.K 1>7 the ~~e-. llooe4b ~- hu cwiac to u liJ 

t1oo lluleh oolloibrable __,h repre .. lltiac ill\ereot pqallle 

oa lloado illcl1141.1lc •• pqalllo ill oterliiiC aa4 otloon ill 

4oll&ro. Both De-nt aa4 8we4ft boire the reloue ill 

lacl&a4 aa4 the 17ll1 W4 St.wo of blccke4 D&llloh tluld.o ill 

-h ~w to •et thlo iawreot, SW.Uil to cur-tee 

tllet cell ezolloJice wOOll4 aot 1.eaft SW.Uil, lepU&tiollo 

lulft a1.rM4T 'bMa opelllll, U h 1lllllerotoo4, ill Yuhlactoa 

or ._ r~. aa4 a l1lao l!pprO&oh to Lclllloa l.o belac .... 

Shoe ill toru of aarko Deaaark h a haa'"7 c..-4i tor to 

Ge,_,- aa4 ill wr. of Cri!Wilo a hea'"7 bbtor to SW.Uil, 

Sollacht f&Toro a trtaaplar ............... ,. ftich, hcwner 

h aot 1'&Tora1>17 \bolacllt of ill llooe4b bur .. of \loo 

poUU~ illpUoa\loou of .ach • uraac-&t• 

13 
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Pile to Mr. Thompeon 
'""~O'f't 
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J.llao Chauno~ 2J 
•-••-~•~•ooooooooo• •• ~••••ooo·oooooooooo+ooooououooooooooouo•oo 

0 
Re• l'oreip IA18or ot Al.ro"&tt ~ 

Plant - U..O 7/2/40 

IIi so lloGuiro fowul tho a ttaoho4 aaOII(; 
ocme J*pero llr. Foley br~ht laok t2"011 
the Seoretary• • ottioe. I t ohoul4 be 
in your tile, oo I aa returning it. 

A oopy of thio memorandum wao s ent to 
you on July 8th. 

tlrs. Brown 

!JR. FOLEY 

/ 
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TREASURY DEPARTMENT 

INTER..OFFlC£ COMMUNICATION 

o•n JUL 2 1Me 

TO Secretary llorgenthau 

I'JIOM !lr, Foley 

Foreisn Lessor or Aircratt Ensine Plant. 

I have examined the draft agree111111t ot lean and Ucenae betften the French 
State and the i':rig)lt Ael'OIIautical. Corporati on which I understand the Adrlaory 
CoeDiaaion has informed the Corporation would be contrary to national defense 
polio)'• .Utbo\lill I bave r>Ot s een a ccpy of the letter ot the Ccaaission to the 
Corporation, I assume that the reaaon ror disappro'Val of the draft ~_,t 1s 
tbat the Oonn.ent of the United States wou.l.d loee control over the procluctioo 
.tac1Utiea of a plant con>red by ouch a laue. 

tmder the draft agree:ent the foreip1 gon,._,t leases 't1trious lande 1 

llu1ldinDI1 •chinery and equipment and the Corporation agrees to ~ as rent the 
annual local. direct property taxes aaseaeed agai.n.lt the racilltiea. !be proposed 
leaee tam1natea 90 c:la;rs after l;'rigbt Ael'OIIautical. Corporation discharges all¥ ob­
ligation t o deUnr engines to the lessor gove~nt, and .turtber pro'rldee that 
upon eucb te1'11111l&tion the foreign govemment 111t.y remove the leased tacilltisa upon 
~ a tee or $l.1 SSS, OOO to the Corporation toCOI:lpensate it .tor &n¥ rearrange­
ment of ita own .taoilltiea which i t 1M3 be neceeaary to make 1f the leased 
fao1lltiea are re=oved, 

In a;y opinion the lease in ita pre.ent form ought not t o be approTed by the 
.l.c!Tisory Comiaeion, but I think tbat it ought to be possible to pend.t a l easing 
arranae=ent to be made, at the S&l:le ti.1M aa.te~ the interests o.t the United 
States. The following IOIXI1.ticat1ona lllig)lt a ccompllah this reault t 

l , The term of the lease abould be a 4Dd period ot at least 
lO :years , This would tl&lce it iapoeaibla .tor the foreign goTen.ent 

to cl1.slllantle the plant or retlll'f'e the lll&c:hiner)' .tor at least that 
period ot tim, and tlwa the .tao1llt1ea w1U al'Q18 be an1lable .tor 
the product ion o.t aircraft engines tor the United States. 

2, The rent for the leased .tac1Ut1ea should. ccntinue to be 
payment by the Corporation or the annual local direct property tuea 
so long as the foreign goTemment 11 uaine the .tao1llties but ought 
to be increased it the United States usee t he .tac1Utiea 1n order to 
c0111penaate adequatel)' the !oreign gonrnment. If the Corporation 
makes airorart engines for the United States and all the foreign 
orders have been .t1lled1 the annual rent might then be tiJoed at an 
amount equal to the a\1111 oft 

(a) Local. direct propert)' t.uee, 

(b) Nol'l:lal wear and tear 1 and 

(c) 3% rent on the principal inveatad 1n the leased 
.tac1Ut1ee. 
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3. AD opt.ion eholll.d be incl.oded in the l.eeM " tllat the Corpora­
tion •:r pw'Cbue tbo J:ac1litiee at ~ tiM 11J1011 ieDder1Dg to tbo 
torslp goftl'DMIIt 'ldlicbeftr o! t.be !ollowin& -.rt. the !orei&l> &Oftn>­
Mnt electea 

(a) AD ~ equal to the coat o! the J:ac1ll.t.i.u, 
a4jutec1 tor depreciation at the dete o! the 
t.Dder,or 

(b) .&n uount equal to the .tai.r nl.ue o! the J:ac1litiea 
u .n.x.d by three appniaera, on. to be Hlected by 
the CorpoNtion, ODe to be ael.ected by t.be toreipl 
goyerment, and 01111 to be Mlected by the RFC. 

1be Pll"POM o! th1a option 1a to ..a aure tat U the .ldria017 c-. 
111aa1011 ner de-.cl it Dtoea&ary tor the Preaident to earc:1ae b1a _. 
Mlldeer.I.Dg powers lmder 1120 ot the Jlaticaal. De!._ .t.ct o! 1916, be 
c0Gl4 taka • di&ta pouaaaion o! the pl.&Dt alter the Corpor&tiOil --~ 
ciaad ita opt.iOD, without baYi.ng the aitQ&tion ccwpl1c&tad tbroqb ~ 
llhip being '""'ted in a !orei&D sO'ftrei&D- Prell~ in RCh a eitQ&tion 
the RFC would advance the llllcee&ary .tlmde to the Ccrporation ao that the 
option cculd be e:mrciaad, and p...-bly the !orsi&n goyemMDt 1IOUld 
be aatiafie<l with a prioa detel'll:l.necl u etated abO'ft. 

f.,J-1-/. . 
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TO 

, .. ,,,,., 

Ill" • \I.Ul""'b: -
Y.r. 'N.f'D.tlt' 

llr. l!l>A• Y DEPARTMENT 

INTER OFl'ICE COMMUNICATION 

Seoretar~~theu 

Mr. Haa~-

Do\... Jul.:r 2, 191i0 

SubJect: 0\lrrent Developments in the H1gb-grade BeOIIrit;r 
Mark eta 

(1) Deepi ta ra1rl:r large da¥-to-d&y aovecente in the 
prioee or Treaeur:r eeouri tiae during the peat 
week, the le1'el or prioee hae e:xperienoed little 
net oha.nge ror the week ae a whole ( CharU I and 
II). 

(2) During the firet halt ot 191i0 veeltl:r reporting 
m•ber banlta h&Ye inoreaeed their hold1nge or 
Goyernment aeouritiea b7 oYer $450 a1lliona in 
the raoe or a decline or the marketable eupplr 
ot euoh eeouritiea b7 almo•t t550 millione. The 
net reeul.t b&e bean a reduction in the bold1nga 
ot other olaeeaa or inveetore b7 about $1 billion 
(Chart III). 

()) H1gb-grade corporate and municipal bonds aoYad 
V1 thin a narrow range laet week. The !1ret maJor 
corporate rinanoing in alaoet e1x week• occurred 
on June 24 V1 th the $38 a1llione orrer1ng ot the 
Jereer Central Power and Light Coapanr. 

(4) Italian dollar bonda broke eb&rpl:r reeterd&:r fol­
lowing a detaul. t 1n one euoh i11ue. Other rore1gD 
dollar bonda b&Ye been ooaparat1Yal:r quiet 
(Ob&rt IV). 

I. United States Go1'ernaent Beouritiea 

Dar-to-da¥ aoyuenta in t he pr1oee or Treaeur:r aeour1-
t1ee laet week were ra1r17 large -- aYeragi!,lg about 6/32 ot 
a point tor bonds With oYer 15 year• to o&ll, but the net 
erteot uPOn the le1'el Of Go1'ernaent .. ouritJ prioee vae 
ID&ll. Deol1nea on the nret three cS.a¥• or laet week haYe 
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Secretary Xcrgentbau - 2 

been eomevbat more than otteet by the rally which has occurred 
aince then (Chart I). The average yield ot long•term Treasury 
bonde on Monday (2.)0 percent) wae only alightly abon the 
level which prevailed betore the invaaion ot the LoY Countriea 
(Chart II) . 

A conaiderable part ot the trading 1n Treaaury eecuritiea 
in the last week or ten days haa conaieted ot tnr1 tching trana­
actione, to eome extent occaeioned by the adJuataent ot bank 
porttolioa tor the June 29 condition atatementa. The new 
1 percent Treasury notea were in aupply laat week and about t7 aillioni ot them tound their way into the Pederal Reeerve 
Open Market Account in exchange tor the other two 1943 note 
maturitiea. The Open Karket Account alao aold outright 
$22 atllione ot direct and guaranteed ieeuee lnet week. 

A eubetantially inoreaaed deaand tor Treaeury bllla AP­
peared laet week. The average rate on laat week 1 8 otter1ng 
waa . o46 percent aa ooaparad with .095 percent the preceding 
week. 1'he average rate on thia waek 1 a ottering wae etlll 
lower (.024 percent) . fhia increased demand oue largely trom 
banka and corporation• tor midyear statement purposes. 

II. Concentration ot Government Seourities in the 
Handa of Bailie 

It ie 1ntereet1ng to note that in the paet aix month• 
the holdings ot direct and guaranteed Governaent aecur1 tiu 
by weekly reporting meaber banks in leading oi tlea increaaed 
by more than $450 ailliou in the taoe ot a decrease ot al­
aoat t550 111l.l1ona in the privately held aar\:etable aupplye 
ot auoh obligation• (Chart III) . Aa a reault, the proportion 
ot the prlntely held aarieti.bl.e supply in the hands ot thue 
banka (33.2 percent) ia the greateet that it baa been since 
the latter part ot 1936. 

• The 1prhately bald aarltetable eupply1 includes iii interut­
bearlng obl1gat1ona except United Statu aav1nge bonde, Ad.­
Juated Service bonde, and eecuritiu held by Pederal Reaerve 
Banke, and Pederal governaental corporaticna, credit agenciee 
and trust tunde. 
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The chart shows the changes, 8ince the end or 1939 , in 
the privately bAld marketable supply or direct and gu&ranteed 
obligations, and in the holdings or weekly reporting member 
banks and or other holders. It will be seen that notes were 
t he only type or security to increase in supply. rhe net in­
crease in report ing bank holdings or Treasury notes, hottever, 
was greAt~r t han the increase in t he supply or notes. 

The net reoult or the reduction in the marketable eupply, 
together with the increase in weekly reporting bank holdings , 
has been a d ecrease or about $1 billion in the holdir~e or all 
other olaesea or investors. I t i& improbable that any or this 
deoreaee ooourred, on balanoe, in the holdings or banks other 
than weekly reJ)Ort1ng member banks. (The only !!gurea avail­
able relate to the holdings o1' member banks, other than weekly 
reporting , whic~ increaeed by almost S50 millions during the 
tiret three months or the year,) Our reporting group or 37 
lite inauranoe companies lik ewise i noreaaed thei r holdings by 
about ~150 millions during the !1ret tour months or the year. 
It appears, therefore, that at least $1-1/4 billions or Govern­
ment securities have been disgorged by holders other than banks 
and inBuranoe oompanieo during the f irst aix months or this 
yee r . 

III. High-grade Corporate and l~unicipal Securities 

The prices or h1~h-grade corporate securities moved in 
A narrow r ange last week (Chart II). The marke t tor munioipals, 
as reflected by the Dow-Jones average yield or t \'ienty 20-year 
bonds, gained moderately. The Dow-Jone8 average, at 2. 6S per­
cent on June 29 , was at the &&me level a8 on the day f ollowing 
the N~therlands invasion, 

The market !or new security ieeuee showed eigne or im­
pr ovement last week when t he S3S million8 issue or 3-1/2 per­
cent, 25-year first ~ortgage retund1ng bonds or the Jersey 
Central Power and Light Company, wnioh have been in SEC regis­
try 8inoe last !all, were orr ered. This i8 the first maJor 
cor porate 1aeue to b~ orrered einoe the $75 millions debenture 
oti'ering or the Un1 ted States Steel Corporation on Hay 15. The 
new bonds, nr1ced to yield about 3·35 peroent, were reported to 
be moving slowly !rom dealers ' hands, however, at prices around 
the i8~Ue prloe or 102-1/2. 

It ie also interesting to no t e that on June 19, the State 
or :1ew Haapehire, which reJected b1de ror ~7 111lllona or bonde 
on a 2 percent coupon b8s1a during the l~y break or the marltf'! t, 
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Secretary Morgentbau - 4 

sold these bonds on a l-l/2 percent ooupcn basia. The bonds 
mature aerially rrcm 1941 to 1955 and vera priced to yield 
trom 0.20 percent to 1 . 50 peroent. 

IV. Poreign GoYernment Seourities 

Italian dollar bonds broke sharply yeaterday when it waa 
announced that interest would not be paid on the Italian Pub­
lic Utility Credit Institute 7 1 s due in 1952. Canadian dol­
lar bonds reached a new low tor the ourrent crisi s last 
Tuesday, but have einoe gained on net balance. Australian 
dollar bonds gained elightly tor the week aa a whole 
(Chart IV). 

Britieb 2-l/2 percent conaol, after falling last Tuesday 
to the ll.inimwa price or 70-l/2 aet by t he London Stoclt Ex­
change, bad recoYered slightly t ,o 71 by yesterday's close. 

At tachlllen ts 
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CORRECTED COPY 

JIL 

Secretary of State, 

Washington. 

2289, July a, a p. m. 

GRAY 

BERLIN 

Dated July 2, 1940 

R•o ' d 8:35 p . m. 

FOR TREASURY FR014 HEATH AtiD ALSO FOR THE INFORI4ATION 

OF THE DEPARTI4ENT, 

Al though tax rEvenues of the Reich for the f i scal 

ycar cndcd Karch 31 had been offici ally forEcas t at 

a4,000,ooo,ooo marks the actual oollcot1ons accordi ng to 

the Berlin prcss were only a3,575, 000, 000 marks as com­

pared with 17,ala,ooo,ooo marks i n 1938 and 1939. Of 

this total 18,235,000,000 marks represented revenues 

from prop£rty and transaction taxce i ncludJ.ng war sur­

taxes. (i,e , wag•, income, corporation and i nheritance 

taxes, taxes on busi ness turn over sales of property 

stamps on documents , motor vehicles, transportation and 

freight taxes, et cetera) and 5, 340, 000, 000 marks were 

revenues from customs and consumption taxes, The 

corresponding f i gures for 1938 and 193e wcr£ 13,061 ,000,000 

marks property and transaction taxu 4651 customs and con­

sumption taxes, 
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-3- f3389, July 3, 3 p , m, , from Berli n 

Total tax rEvEnu•s for the last quart•r of th£ 1939 

and 1940 fiscal year (January to Maroh) WErE 5,840, 000,,000 

mo.rks ~s oompa.r•d with 6 , 335,000,000 marks i n tho: 3rd 

quarter , a d•cl i nE of 495,000,000 mo.rks . HowEVEr, tho:ro: 

is probably no pa.rt ioll1ar s i gni f i cance to be nttoohcd to 

this decline in vi~rw of the fnot that tax revEnues a.ro: 

customarily lowEr 1n the fourt h than in tb£ third quart er, 

the hi ghest tax collcotions of the year usually ocouring 

in the OctobEr t o DECEmber period. Of the totnl rcvEnuo:s 

for tho: January to Karch 1940 pEri od 4, 574,000,000 marks 

was from pr operty and trnns~otiona taxes i ncluding war 

surtaxes and 1 , 366,000,000 marks f rom customs and con­

sumption taxes compared with 4, 933 and 1 , 414 million 

mark.e respEctivEly in t he previous quarter and 3,464 and 

1,205 million marks i n the 4th quarter of thE fiscal year 

1938--1939, I t is a e8l mcd that the epo:cial war consumpti on 

taxu nr£ included i n the customs and consumpti on to.xcs 

item and not under the war surtaxes bec~use of the fnot 

that this i tem has shown little variat i on i n spit£ of 

reduced imports and restricted consumption. 

Tax cErt i f i cates in the amount of 669,000,000 marks 

were turned in during the peri od from January to llarch 

eo that cash recEipts from tax revenues were only 

5,171,000,000 
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-:!t:- taa89, July a, a p.m. , from Bttrlin 

5 . 171,000,000 marks compared with 6,174, 000,000 (tax 

revenue less amount rcocivcd in tax ocrtifi ontcs) i n the 

pl'coeding quartEr , Rdoh dtbt on aooount of tax ccrti f i ­

oato:e outsto.nd1Dg was of ooursc reduced by the o.mount of 

tax certificates used for tax payments but it was ncocesary 

to increase borrowitlg in other we.ys to a like qmount above 

what would have otherwise bun ncoeeeiU'y. Presumably 

large amounts of tax oertifioatca of type l will aleo be 

uecd for t ax paymEnts 1n April and Kay (in March alone 

319,000,000 marks wen turned in) but after Kay only emeJ.l 

amounts will be turned in since thdr i oeuanoe bavi ng bun 

dieoontinucd on Hovcrmbcr let of lnet year none will mature 

in the following months and the reet outstanding will 

probo.bly be turned i n very s l oWly ne they an prcsum4bly 

bdDg held to mako: uec of the spcoial depreciation allo­

anocs. Bo tax oertifioates of type a will mo.ture before 

Jun.: l94a. 

No detailed statement of tax rev•nues euoh ae wae 

customary before and at the beginning of the war will 

presumably be published since t h is wne also omitted for 

the previous quarter , 

HEATH 

Glr 
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RDS 

Senrttary of StatE, 

·.;ashington . 

691, Second. 

• 

PLAIII 

Stonkholm 

Dated July 2, 1940 

34 
15555 

Rtn 1d \I! :58 a . m., 3rd 

Result trad< ntgotiationa Germany in 1940 will pur­

chasE approximatEly 70 , 000 t ons papEr and cardboard. 

Rtftr our 679, Gtrmany will takt 170, 000 tons pulp in 

addition to unimpor tant quantity a lrEady ordtrtd, total 

may reach 220, 000. Agrttmtnt inc ludts ust of Swtdish 

ship~ng wherEas formerly Otrman bottoms usEd. This 

txprctcd engagE most coal burntra now insidE Skagtrrak 

~lockadt . Regulations promulgated providE that funds 

for pa~tnt obligations to Belg ium, Franc£, Luxemburg, 

J ttherlands bE dEposited "i th Rikabank for account clear­

ing boar d . I n millions crownD Riksbank Jun£ 29 gold 

r eservE 834 point 25, Foreig n exchange resErvE 436 point 

6 , Svttdish GovernmEnt stcuritita domestic bills et cetera 

849 point 4. 

l!IFOR<4 CO !JMERCE 

S'l'£RLING 
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RAW 

Stet'£ tc.r;)' of Stott , 

Washi ngton, D. C. 

1937, July 2 . 

PLAIN 

London 

Dottd July 2 , 1940. 

Rtc 1d . 2:03 p . m. 

FOR TREt.SURY FRO!.l Bu?r~R' ; ORT"ri . 

1 . Tht Chonctllor of tht Exchtqutr has announcEd tbt 

oppointmtnt of Lord Cotto ns financial o~vistr to tbt 

Trtneury , n ntwly crtntEd post, and a lso tht nppointmtnt of 

n consulta tivE council of Ei aht mtmbtrs to ndvis£ him on 

spEcial prob lEms arising from war conditions . Lord Cotto 

is a dirEctor of mony tnttrprists including thE Mtrcantil£ 

Bank of Indio ond is thE nost activE partntr of Mor6nn 

Grtnftll . Rtctntly hE a~s bttn d1rtctor gEnEral Of Equip­

mEnt storrs at th£ Mini stry of Supply. HE i s a tour;h, 

straightforward Scot with a gr tot capacity f or tackl ing 

practical problems nnd although hE has not had f i scal Ex­

pEritnct tht British ? rtcsury ' s work now includEs so much 

th3t 3ots btyonf tht ad~nistracion of public f i nance that 

thErE is grta t nt td for such a l!'.an ~tho can rEma in untncum­

btrtd by adminiatr ativt burdtns . Tht consultntivt council 

is mnd t up of Ktynts ; Ccanpbt l l, Chnlrman of thE Nntionnl 

Provincial 
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!U.\V - 2- 1937 , July 2, London . 

Provincial Bank and of tht Committtt of London Cltcring 

Banktra ; Citrin£, Gtntral Stcrttary of thE Tradts ' Union 

Congress; Htndtrson, tht Economist; Hornsby, formtrly 

Govtrnor of tht National Bank of Egypt and now chairman of 

tht Comm£rcicl Union Aasuranct Company; RiddlE , Chairman of 

tht Financt Committtt of th£ Cooptra tivt WholEsalE Socitty; 

lavtrdalt , chai rman of Arthur Balfour, Ltd. ; and BtalE , 

obairman of Gutst KtEn and NtttlEfolds , Oivtn tht fact that 

this body is mtrtly consultativE and that its mtmbtre art so 

htttrogtntous as to prtoludE agrtEmtnt on almost any eubjEct, .. 
lhtr£ is EVEry rEaeon to bEliEVE t hat its utility will 

mainly bE as a public air raid shEltEr to protEct Sir 

KingslEy "food f~om thE spli nttra and bl eats of cr1 ticism to 

which tht TrEasury in :;EnEral r nd ht in particular arE now 

bEing subjEctEd. 

2 . To prEVEnt tvaeion of capita l Export prohibition tht 

txport or taking out of thE Unittd Kingdom of jEWElry and 

o thEr valuablEs has bttn modt subjtct to Boa rd of TradE 

liCEnSt o 

KENNEDY 

csa 
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TEI£GRAr.t SENT 

ROO GRAY 

July 2, 1940 

7 p. m. 

AMERICAN CONSUL 

SHANGHil i (CHINA) VIA NAVAL RAmO 

292. 

1Ttasury DepartmEnt rt ~tsts information br obtained 

from responsiblE officials of Shanghai branch of Bank 

of Indochina regarding any diff1cult1ts being exptrirnoEd 

as a rtsult of application of American control ovrr FrEnch 

assEts in thE United StatEs . CablE reply for account 

of Trea3ury Drpartmtnt . 

EA :FL: KEG 

HULL 
(FL) 
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AI!EMBASSY 

ANKARA 

56, 

TELEGRAM SEliT 

GRAY 

July 2 , 1940 

1 p . m. 

Your dtspotoh numbEr 1459 , Moy 22. 

TrEasury rEquEsts Embassy ndviaE HonaiEur 

Rot hE thot it is contEmplatEd thnt licEnsE will bE 

issuEd authorizing thE BcnquE BElgt pour l ' EtrcngEr 

t o mnkE poymtnts on his ordEr out of his chEcking 

nceount upon cpplicotion by such bonk, to bE filEd 

upon rEcEipt of such ordErs . 

EA:PL:EB 

HULL 

(FL) 

38 
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/ 
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TEU:G!'Al• S~liT 

GRAY 

July 2 , 1940 

7 p . m. 

Al'E:R!CAN EMBASSY I 

LA B0URBOVU: (FRANCE) 

13. 

"For MatthEWS r r om thE Treasury. 

FEdEral Res erve Ba1~ ot New York refers to your cablt­
grlllll 1¥99 June 26 and aoks that:tht following mEssagE bE 
dElivErEd by you to Governor FourniEr or thE Bank or FrancE: 

' 1 . From June 10 to JtlllE 17 no oablEs wErt 
rEcEived by uo from Bank of FrancE , From 
JunE 18 to July l wr received 12 cables from 
Bordeaux but 9 additional messages evidEntly 
dispatched to us arc still missing as prE­
viously advtcEd . As soon as #3 was received 
on JunE 18 we dispatched to Bordeaux our 
cablE #1 which was followEd by 14 cables 
to BordEaux numbErEd 2 to 15 inclusivE bE· 
tween J une 21 and July 1 . WE arE still 
awaiting r roly to our #4 ot JunE 22, d6 of 
June 24, {/7 or June 25, and #12 of J•·~r 28 . 

2~ . Action on Bank of France #3 had to b£ dtlaytd 
temporarily until wE had traced Bank of 
FrancE ' s missing #l and #2 and receivEd thE 
necEssary licEnsE from thE TrEasury Depart­
mEnt . ComplEtion of thE transaction was cablEd 
to Bank of FrancE and Swiss National Bank on 
JunE 27 . REgret not having kept Bank of Fr anc£ 
currently i nformed regarding this particular 
transact ion, an "oversight" on our part duE 
to thE unrelenting pr essure or business undEr 
extraordinary conditions . As regards advicE 
of rtcti~t of and payment for thE recent 
special gold shipment thE Trtas,>.ry Otr artmcnt 
will explain, 

3 , Ottr investigation thtrtfor E indicatEs that 
non- rtctipt by Bank of France of cablEs from 

us 

Regraded Unclassified



J1! -2- #1 3 July 2, 1940 to La Bourboult 

us was almost wholly duE to thE samE 
circumstancEs which so sEriously intEr­
fErEd with Bank of FrancE 's cablEs to us, 
and that failurE to maintain prompt and con­
tinusous contact was duE to ' circumstanccs 
ovtr which wE had no control. \'iE rEgret the 
inconvEniEncEs and EmbarrassmEnt of a ~it­
uation whic h we wtr£ powErlEss to corrEct . • 

lli th rEfErcncc to thE final sEntEncE of paragraph 2 , 
?lEaSE tcll Govcrnor Fourni Er that sincE thE negotiations 
for thE gold transaction had bten handlEd bctwtEn govern­
mEn t s , thE TrEasury De partmEnt had considcrtd its mcssngE 
"17 of JunE 19, 9 p . m. s uff iciEnt noticE to GovErnor 
FourniEr , who had through your # 46 JunE 20, 6 p . m. ack­
nowlEdgEd it . ThE FEdEral REsErVE Bo.nk of NEw York had 
btcn i1•1formE d to this tffcc t ." 

HULL 

(FL) 

EA :FL:MEG 
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IRRAStr ·• 

ROS 

Secretary of S t ate , 

·.lashington. 

268, ,ruly 2, 8 p . m. 

ORA:! 

Buenos ki rts 

Dated July 2, 1940 

Rtc 1d 9 :27 p . m. 

15510 

~xchangt control circulars dated June 28 and mad£ 

availablE last night, indicate new or additional rts­

trlc tiona on American products in tht following clas~ts : 

whitt ctl'ltnt, varnishEs , paints , tnanttls , si l k ye.rtl . 

(It is estimatEd that American trade i n thEs E itEms in 

.. ., ... 

thE pnst yEar has bEtn worth bctwcm 2, 000, 000 and 3 , 000, 000 

dollars . TradE rEports art to the t ffEct ths t thE only 

alternativE sourcE of silk yarn !l.t present i s Japan 

which continues ~~cstrictcd) . Tht quotas on Ameri can 

barbtd ~irE and li~t tractors havE bttn somEuhat 

libtrattd. ~§€S nay bt imported up to July Sl, 1940. 

Air ttail.rtport follows . 

PU:ASE I NFOR•l COt.!MERCE 

ARMOUR 
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TREASURY DEPARTMENT 

INnlt 01'1'1CK COMMUNICATION 

DAft Jul:r 2, 19lro 

llr. CoollzU 

Offlol.a1 .. leo ot :BrU1ob owut 4ollar o.wr1Uoo 'IUIMr tu woUac o.Ur 
ottoot1w Jobroarr 19• 

lo, ot Sb&roo $ Procoo4a ot Ioa111&1 Tillu $ Procoo4a ot 
lol4 Sb&roo lol4 ot :Boll4o lol4 :Boll4o lol4 

~ .... 211 IU IU IU IU 

~ 
100 3.226 3.500 3·570 
IU IU IU IU 

27 6,000 21,6JO 21,000 22,133 
2S 7.300 69,921 12,000 9.119 
29 IU IU IU IU 

13,1100 911.m 36.500 3M!l2 

troa 
22 to 

22 1,J3S.l6lf llz.soz.J911 1.151f.p 1.6S.09t 

JDIIIJ.UT 
!0 : ..... 29 1.351,56Jt 117.902.571 1 ,191,000 1,669,619 

Mr. P1aeoat r.portl4 that aaloo ot aoa...,..et14 IICIIU'1U11 tor the -11: lllllM 
22 aeoWltl4 to $1, 5()0,000. llr. ~1ttor4 r.portl4 tbet Ml.ee ot -.et14 

IOC'Gr1Uoa up to J- 22 totalo4 $196,000,000. 
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ababc fl ~ H _. ,_,._. \lie -·~ UanM 
Ina ta. be aEIII ..,. ... _,. O..lfti.- at ta. 
, u ....... ,w .. loak at rru.. ... lw1n 
••u-1 JaU .. ,_ 17 . ~apet .. , a.n.c -,. 
lloak at rru.. ......,.,~ lalaNat ~ ~. 
,....~ ,__., ... ............... -pan 
'- h ta. -leatbc ,...._ at Wclacae Mtcr 
at ... NiMq .... n1aac • .w ....,... un.a et ,_,~, 
of _. ,.,_.. f• ta. -• .,..w .,.u aU,.... \M 
fnae-.q ..,.,.._, will .,..1a1a. 

) t Ov I.MwtS.U• ta..retan WU.tea \M\ _,_1ft 
..., lllllk at huea at •\lea Ina u -. &bad --~ 
a.. ta tile - ·~'- *iell ...... '-~ latar-
fereol win loak at "-•'• •\laa •• u, ... \W taUan 

•• .U\ala , ...... eat .... '- ............... •'-
...... .WI' ~ .. - ......... 1. lie _.. tb s..-
··--'-· ... ..........,_. at a .u.uaa .at.a w 
Wl'a .,...I' laCS \a .. ..-. • I 
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TREASURY DEPARTMENT 

INTER 0~ COMMUNICAnON 

DAn J~ 2, 19110 

Secretory Uorgenthau 

Ur . Ooobran CONFIDENTIAL 
I n very l1D>t tra ding, sterling opened a t 3. 76.-l/ 2, mon d within a J-eent r~. 

elottd 1\t } . 110. 

Slleo of opot ot orling by t he s ix repcr t l.q banko totaled iol67 , 000, ~rom the 
:!olllow1•1& ooureeo: 

Jy eo=-rc1.r.l eoneorno •• ... • . . .. . . . . . . .. ...••....... .• • . .•. .. •.• ... ••. io 
lly !ore i cn ba.nka (liluro:pe , ! ar ::Set , llur Zaot *"d Sout h .l.tlerica) • ...• ·;..~~~ 

'lotal • •.••.• 

Purebl\oeo of opot sterling N!Ounted to iol30 , 000, a o indicat ed below: 

J y OOIII:lltre1Al coneerno ..... . .... . ....... . . ... . ..... . . ................. io 69 , 000 
Jy !orolsn bankt (South America and ra.r Zut ) ........ .. ... . .......... -~~~~ 

Total . •. .•. 

The :a&.nlc of llanhnt t an r eported t bl\t 1t had eold cotton billa totalin& iol,OOO 
to the J ri tioh Control on t he bl\si o of t he off i c i al r a te ot 4.02-l/2. 

The Guare.nt y 'l'ruat Co::~pany st a ted t hat it bad purebl\ood , 1 ,000 ~rom the l!ri ti oil 
Coc,trcol a t t ho offi cial rate of 4. 0'}-l/2, t he tundo t o be wood t o PS¥ for a whiol<;r 
ohipoent . 

Tho o t her currenciea closed a s f ollowo: 

Swiss fraJlC 
Canadian do ll.ar 
Lira 
Reiche:;arl< 
CUban peso 
llexican pe oo 

.2265 
16-1/4~ diocount 
. 0505 
.4ooo 
9-15/16~ diocount 
. 1980 b id, . 2020 offered 

Acoor diac t o an Amoterdam report in toc~.S¥ ' • !le w York Tl.JIIee, the Gon:>an autboritioo 
f ixe d t ho ru11cl.er at 1,88-3/16 to 1 . 88-9/16 in termo of the dollar (equivalent 
5313-7/8 *"d .5303-l/4 per guilder, r01peoUnly). The l&at quota tion for the 

6\1-l•a.oor 1n New York """ ' $ . 5309 on l4a1 9. 

On Juno 28, the Guarant y 'l'ruat Cor:op&JI)' o f !Jew Yo~k cabled to the Twnt echo Bank, 
1nqu1riC~& 1f that hank c ould rectlYe omd .-let £Uilder p811Unto by order of 

the account ot the Ouarant7 Truot 00IIP&Z'7 of !low York. '!he repl,- from the 
.-:: .. ont ocl" Bank, r eeehed toc~.S¥, - • a t f ollowo: "Pa;r~~~~nt o 1n f&Yor of nonreoidlnto 

t he pe.l'llia d oll of tho lil>a:hange l llttituU oll in Aaaterclaa P~nh 1n f aYOr 
r eai dlllto r t quiro no peraiaaion. llo oYOl'drafh art perzal.tted. • 
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'fa purclla"4 $50,000, 000 ill colA fro• \be ._loe4 accOQJl\ of tile llaDit of 
iingl.alocl. 

! he Jc c!<o:rol a .. ern llaDl< of lew York repor\o4 that \bot llaDit of Cu&4a , llolltr .. l, 
ohil!l)lo4 $18,199,000 ill colA froa OaAa4a to tile hc!<lral tor ih on accCIIlllt, for eala 

t he v. s. J.oOAT Otfico at lew York. 

1'he report of o7UJll 26 roceiTe4 fro• the h4er&l Ruern Bo,lllr: of low York c1 T1DC 
tor•~ axcheDCI poeitione ot b&nke anA b&nkore in ita 41etrict, ronalo4 tbat 
t otal poa1tion of ell curronciu •• ahort the oquiftlollt of $18,361,000, a 

4oc:rt<&ll of $9119,000 ill t he abort podtioll. The 118t c~o ill tbl pooit1one ..-e 
follOWII 

Short Poaitioll 
JIIJll 19 

• ~.716,000 
10,122,000 

293,000 (Long) 

lbor\ Poe1Uoll 
J ..... 26 

• 5,~15,000 
8, ,000 

1 , 000 (LoDC) 

Decrea .. 1ll 
Short Poe1Uoa 

• m.ooo (lllcroaoo) 
1,657,000 

169,000 (Deer .... 1ll 
X.O,.. Poo1t1on) 

166,000 170 ,000 ~.ooo (IDCr .... ) 
3,6o7,000 3,686,000 79,000 (lDCr .. eo 
1,~1.000 8110,000 161,000 

othero ~9.000 (LoJ>c) Jl,OOO (LoDC) 18,000 (Decreoao 1ll 
LoDC Poo1Uon) 

h9,31o,ooo $18,361,000 ""i ....,94§""'"'."'ooo~ 
The report tr .. tho hclooral R10ern llaalc of low York l1et1"C 4apoo1ta for tbl 

ecc:ow>t of J.e1& •• reported b:y the lew York "C4'ncioa ot Japu>eoo b&nke on June 26, 
thet euch dapoaita totaled $37,223,000, a 4acr .. ae of $l, sJio,OOO ai.Dco tho 

report •• ot .1\mo 19. lDC1uda4 ill t hh total wore $29. ~.000 ill 4apoo1ta wUh 
Yoko._ Specie Bank, lew York, •4a b7 ita brancboa ill C!Wa. lo f11114a wore hel4 

tb1a bank for ita h•4 office cui J&J~&~~ .. • 'orancheo, aa co_.-o4 with $1,397,000 
belA on J..,.. 19 . !he J'o41ral Roaorn llanlt DOto4 tbtt tbloo 4apoeih were .,..,4 to 
ott part ot tho OTordratt ot the head offioo 11114 Japt.Deoo 'orancheo on tbl boob 

Yokoboaa•a low Yorlr: ~nc;y. !he OTor4ratt ......,.to4 to $66,131, 000 on~- 26, a 
of $8,327,000 froa tbl JuDo 19 tic'aro. lloat of tbi re=.cuon, accorA1111 h 

J'eo1eral, •• accoapllahe4 'o:y the v.UUoaUon ot Iicht billa 4rac 011 1!111te4 ltatoo 
lbich wore acquired clarin& tho -lr:. 

!be Boabq col4 price a4ft.nce4 tho oqu1Ta1ont ot }01 to $33.18. 

l!Pot aUnr ill Boabay worlr:o4 out to tho equ1Talct ot ~3.77,, ott 1/1~. 

lD. Lon4on, tho price f1u4 tor spot ailTor •• 21-13/164, up l/84. !he toraor4 
"·~··"A•,• unobaJ11o4 at 21-ll/164. The v. s. oqu1Talev.ta wore 39. ~ &114 39.~~ 

in1:r. 

Hav.4T &114 llaraD1a aottl.,ent :price tor torol.cn eilnr •• 1111ch&llle4 at ~3~. 
! reoeur:r•a purchase price tor tor• Sen a11Ter •• aloo unch•DC'I'4 at 3511. 

'fa ll&4o two purcbta .. ot aUnr tot&UJlc 125,000 ov.ncea mul.er the S11Tu l'Drcba" 

bot h ot which "'co NFi D E:N i-1::\·~~ r· 
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PLAII 
'follp '11& p .,.... 

11141~ 

ScorctarJ' or State 

Waah1ngton 

ATTACHE COIOIEROE. 

Datd .JUl.J' ., 1ND 

RIO'd 9aSO .... etlb 

OD.r. JUl.J' alllondo Japancu ~lnaa ln~ata 

report~ CODOD'Ild o•nr 110\'mat rw atabUalamt n• 

lllnglr poUtloal part,. due unocrta1ntr rrsardlnc 111.-o 

and tlnanolal pollolu or Pl"'poUd pal'tJ'o Bwllnaa 

lntrruta rrportEdl.3' asru dnlrr rw ~~atlonal polltloal 

unit ln order tmd~~atl: Ohlll& 1no14mt lNt ba1tatc baok 

lllOVDIImt pmd!ns -rr ddlnlh olal'Uloatlon pal'tJ'• as. 
partloularl:r U to dCSl'EE or J'dOI'a tltd.oh wUJ. be s..po.lld 

on lNalnua olrolca. vnocrtallltJ or lNalnua lca4a'a and 

ruturc trend ~ratio polltloal dcvrlosamta and tcara 

poasiblr lnvolv'cunt Japan wlth •hird powcra over atatua 

.Uiatio pouraalonll br11germt uatlona had dcpl'adac 

dtcot atook lllll'krt tranaaotlona and PCI'tl81 quotatlona 

ar1cotm I!1"'UP abaru raoh&d lowat lcvr1 alnor Olltbrak 

ourrmt European wr durlJls put na. Cab1nrt to~J' 

approved mahrlala mobllbatlon plan tor 1941 thoal 

J'E~ although view intrrnatlonal altuatlon EXcoutlon 
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}.!A - 2- ttl # -, J\lly 2 tl'Om Tokyo via Shanghai. 

CJf plan 11111 bE on quart O'ly basis . ObjEctivEs ot 

plan in order importance ~eplenishment war materials, 

dtvtlopments rtsourots and i n®strits China Manchuria, 

exp~nsion domr:stio industrial c a pacity, cnoourng~enb 

txpo1•t tradE t o incrr:••E importati on powEr, suppl.J' 

. "' ... "( . . ... 

ad£quatt dailT n £Otas1tiea t o stabilizE national liv£l1bood. 

Plan reportedly providEs tor particular s t ress on 

i ncreasing docEStic gold product i on and nEgotiations 

t or expanding export tradE i n aooordanc:r: with changEs 

i n ovr:rseas market. Plans t or r:s tabliahmmt single 

nntional polic y import o-onocrn. to handlr: purohaa£ 

distribution all imparted materials rEqulred ~T &&PODt 

1ndustrits report idls progressing. Propou:d concern 

would r:Uminata: certain d1tt1oult1a now mcountert d 

undEr link s TStC!l according Japana£ praa. Eatablial:lutlt 

s ine;la: no.t1ona.l. pol.ioy export concern to bandl.£ aport 

misorllaneous goods also r cport tcD.T under con.s1d£rat1on. 

PropoSEd export rlrm woul 4 dis tribu te orders rtcth•cd. trom 

foreign markets and establi sh standard prices on all 

goods shippEd by dealgnat£4 EXportErs . Prio£ policy imest -

1gation Council of CabinEt· has reportEdly dratted broad 

mt a surc provid i ng tor rtstrloti ona on manufacturE 

luxury goods and s tandardi zation art i clEs f or domestic 

consumption. Program drattEd for s~ssion CabinEt will 

1DposE 
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lilA -3- ttl # - JuJ.y 2 i'rcm To!Q'o via Shanghai. 

1mposr rEstrictions usc labor tuEl matErials for 

mo.nufaotur£ luxurits and nonatnndardiZEd artiolta in 

ordEr ust toonom1o rtsourota beat posoibl£ advantagE and 

tnoourngE grEatEr public anvingo . Rtatricti ons will not 

appl y EXport goods or those ntoeaaary for prEsErVation 

national artistic and ouJ.tural standards. DuE unfavorablE 

trmd ah1pn£nts cotton oloth to forEign ourrmoy markEts 

Jnpnn Cotton SpinnErs Association baa dEcidEd voluntarily 

rEstrict production export ootton yarn, including yarn 

usEd production cotton cloth EXports , to on£ two tivt 

thousand bolts monthly during July and August . 

43 

DEVElopmEnt will mEan production approximatEly twEnty tour 

pEror.:nt bElow samt pEriod last ytar. According report 

Cotton Spinners Association ootton cloth sh1pmtnts 

t o tortign currmcy marktts middlE ten JunE amountEd 

to nine two thrEE sEVEn thousand yards valuEd at ym six 

SEVEn =• tiv£ thousand, dtcl1nt four six point two 

ptromt vol\\m£ two on£ point tivt ptrcmt valuE oompartd 

oonsnmptr. Opini on rtport£dly dEVElopi ng that morE 

intensifiEd control dtsirablE ovtr ootton tradE and plan 

undtr OOnBldtr'ati'On providES tor E&tabl1sbmmt llingl£ 

oommtttt£ wh1oh will bt chArged with assuming rcaponaibility 

f or raw cot t on purchases, regulation cloth production, 

and d£ttrmin£ fortign markr.:ts tor cotton clotho 

Rayon 
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IIA -4- tEl (/ - J'u1J 2 trom Tolqo via Shnngha1 

r nycn and staple t'ibEr manut'aoturcrs rcportEdlJ 

lnatruottd ourtall production by thirty percent duE 

shortagE oauatic soda, supply ot wh1ob rutr1c'Ed by 

oEaaation imports industrial salt tr01:1 North Atrican 

OO\Ultr1Ea. ApproximatElY twenty thousand mEtric to!UI 

oauatlc aoda rtqulrtd monthly tor normal rEqulrmmta 

rayon staplE 1'ib£r 1nduatr1u but t'utur£ d£11Y£r1n w1ll. 

avEragE only th1rt£tn thouaand to!UI monthly nocord1J:l8 

trodr reporta. Htanwh1lt two lco.cnll8 rayon tcttllE 

ccport o.aaociatlons announcrd auapmdon purchaar 

tlttun d11':f'umt typEs rayon cloth dut hmvy aocUIIIUl.atlon 

atooka. MonEy markEt 1'1rmrd during wuk md1.ns J'un£ 

twmt,. ninth undEr st1mul.ua hnYy dmand tunda tor 

midyEar nttlmmt, overnight r atu advanc1J:l8 to un11'01'11 

lEVEl sEVm k1n. SamE t'aotors rnpondblE tor aba1'p 

l norun Bo.nk Japan notE lsauE wbloh total.Ed thrEE tiT£ 

ninE sEVm m11Uon J'UZIE twmty ninth, incrE&SE two tour 

tour 1111111on dur1.118 past wuk. Bank Japan loaM rnolud 

ninr tour tivt 1111111on J'unr twmtJ ninth, lnorEUE thrEE 

nl nt tour IDllllon durlJ:l8 past WEEk. REo£nt 8Ul'T£Y t'lnanolal 

atatEinmts OUE hundrEd t'orty lto.dj.ng oorporo.tlona OOV£r1J:l8 

six lllalltba IEJidlng Kay abow£4 twenty tbrCE oono£l'DII t'orold 

rtduot cnvtdmda compor£4 prETloua six months taa. SOIU'Oltr 

-t£rlal8. 
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. . . . .. . . . . .... . . 

ru. - 5- tEl # - .Tul.y 2 f'l'an Tokyo v1a Shan8baJ. . 

~~:~iala, 1nortaa1ng produotlon ooete, govcrnmtnt•• 

i ndatmo£ tor lower dividmda pr1JIIal'U:r raponeiblt tor 

rEducEd dividmd.lo Firma Earning 11:11 &lring put 11% 

mont_hs wtrt primarily 1ron etta oonoiD'tl8 , ooll1tr1ce• 

51 

and roc oompanl n . In oontraat to inorudng unfavorable 

optrating oondit1one in heavy 1nduetr1ca, ptaoc 

1ndustr1ES partloul.arly tltotrlo railway oompanlce 

rEportEd lnortaaEd Earnings during paet 11x months, 

twtnty Eight oonotrns ralelng dividendi rata l.&lt tUlle 

Plnanot ll1nletry reportEdly plana more aot1vc supcrv111on 

earnings all oorporatlone oapltallacd at over JED tm 

million with vln to pErsuading OCIIIPanlee devotE largao 

pa.rt tarnlnga to undividEd protlte and purchulng 

national bonds with surpluna thua ao~atEd. lllnietr;r 

also reported nqotio.tlng with OQWIP"n' a pa:rlng blah 

d1v1d£Dda to rcatrlot dlvldmd.l to _, appropl'1ate 

lEVEls. Plnanoc K1n1etry ott1o1ala rcportcdl:r acrloual:r 

oonotrnEd OVEr bade unit prloca to be adoptEd ln 

dratt1ng bu4g£t tor niCtt t1aoal :rear although vl&W 

prEVaUa that bula will be pr1oca prcva111ng Scptaabcr 

rtghtctnth l&~t :rEar wbm pr1oEa were p£S8cd b;r ant1-

prot1tccring ordlnanoca. Prl.no1pa1 objcot1va llindlm 

torty one tortr two budgEt strengthEning ot national 

dEttnee and atab1111:at1on national llvclihood. In 

oonbalt 
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MA -6- tel # - July 2 from Tokyo via Shanghai. 

contrast declinE point SEVEn percent in Tokyo wholesalE 

prieta during May according Bank Japan survey, Ministry 

Commerce industry survty covering thirteen principal 

citiEs showed point five percent increase. Miniatryta 

lfay indEX reportEd at one six fivr point nine, increase: 

nine point Eight percent compared OOID8amptr and three six 

point two percent compared prior outbreak China incident. 

Proposal of Manchurian authorities to increase price 

coal for shipnent Japan to OOlllptnsate Nanohurian 

producers for higher production costs reportEdly 

opposed by vari ous circles Japan including mil itary 

authorities on grounds such action would bt contrary 

to looa1 government ' s low priot polioy. Japan Gold 

DovtloiJDent Promotion Company plana merge number small 

mining companies Effort inortaoc domestic gold output. 

AcutE shortage mining equipment reportedly restricting 

lllining activity and merger planned to coordinate Efforts 

greater gold output. Japanese marinE insurance 

companies nnnounccd substantial upward rEVisions in rates 

on Which state compensatory system not applioable tffectivr 

from JUly first . Rates to Central and South Ameri can 

Pao1f1o ports Singapore Ra.ngoon British India Australian 

N~ Zealand Hawa11 Pacific ooast united states and 

Ph11.1pp1ne 
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J.!A -7- ttl # - July 2 from Tokyo and Sbansha1• 

rll111.ppi n £ ports ra1std fifty pErcEnt, ratts 

to Atlantic coast UhitEd Statts via Panama Canal. 

ra1std twmty fivE ptrcmt. Purthtr limitation on 

ncusprint supply announcEd EffEctivE tram July first, 

n~v limitation will rtduct prtstnt supply conaumrrs about 

tm prrcmt. HomE ltinistry announotd strictEr control 

ovtr publications ntar futurE . Gtntrally anticipatEd 

publi.cation many nonurgmt periodicals will bt ordErEd 

d1scontinuEd0 Stcond tstimatE suppltmtntary ctrEal 

crops ccvtring all distri cts ~ctpt Bokkaido placts whtat 

yitld at cnt onE Eight fiv£ naught thousand koku, 

incrEaSE point stvtn ptrcEnt comparEd ccmsamprr, barley 

at six ninE tight naught thousand koku, dtcllnt twtlvt 

point naught ptrctnt comparEd comaamptr, ryt at six 

naught two tight thousand koku, dEclinE stvm point 

thrtt ptrctnt compartd comaamptr. Slight incrtast whEat 

crop achiEVEd onlythl'l>usb thirtEm poi nt tivt ptroEnt 

inortast acrtagt and as artas undtr cultivation barlty 

ry-E showEd CODq)Bl'ativtly littlE changE it is obvi ous that 

WEathtr c onditions tor supplanEntary ctrtal crops wtrE 

dtcidEd1y untavcrablt. Ray silk IDIU'ktt dEprESSEd during 

past WEEk undtr i nflutnc£ liquidati on Japantst buyErs 

pricts slumping from ont four six fivE on Junt ~rtntitth 

•o ant four on£ naught on twtnty stvtnth but prieta 

lattr 
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w. -a- Tel # - July 2 .trom 'l'olqo via 8bangha1 0 

latEr fil'JIItd to on£ .tour thl'n nausht one twEnty 

ninth. Sptoulat1vE purohana by large dlk r EEler• 

rEsponsiblE .tor hEavy atook ooooona oarr1£a OVEr 

54 

bcginn1D3 ourrEnt silk year JUnE .tiret, atoolm uaounting 

r 
• 

~ one ninE .tour two thoueand kan, inor&:au af.x six 

nausht thoueand kan over O<BIICIIPEr• Spring ooooon 

ytcld of forty prE.t'Eoturca rraoh£d thrEE four Eight 

.... sf.x nausht thoWJand kan, 1norcast .tour a1x on£ af.x 

t\loWJand ko.n or ElEVm point aEVm pcromt oomparcd 

oomeBmpEr aooording report Min1atry Agr1oulturE For catry. 

Forcign trade last t cn d.:!.~s l Clld thousands aport a one 

two aEVm Eight six aEVm, imports ninE two £1ght on£ 

onc. · tndWJtr1a1 sharE priou tvmty ninth ave:ragc 

eighty ninE point ZErO thrEE indEX ninEty 00! point 

tvcnty f1vt, wEEk' a ave:ragr Eighty nin£ point th1rtcm 

indEX nincty onE point thirty four. Endo SignEd Sm1 tho 

FOR COKMERCE. 

GREW 

KLP 
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TREASURY DEPARTMENT 

DAft .Tul:,- 2 , 19110 

rAow 11r . Oocbraa 

.JTRICTLY CONFIDENT IAL 
!he lorwOCl&a MWet..- hlephclll4 •• at 10:30 :ru hrdq aoratac b rapr4 to tlle 

ohipooeat of col4 troa B.J.Uaore to l OY York u4 Caall4a. I 1aae41atel7 hloplloa114 
Xr. L1447 of tlll 7114..-..1 llae..-n Jealc at lOY York, Yho can •• raho t or trauporta.• 
Uoa 11:r ran_, n:prooe troa llaHiaoN to IIY York. I tlloplloa114 \lieu 1lack to tile 
llialotor aD4 be , ..,oa naatac tllat tlla:r are acll aero r•ocuble tllat ,. lle4 11eaa 
leo!. to upeot troa ov or1ciul bqul.r:r aa4e of the 7114..-..1 llao..-n Jaalt at lew York 
lato 011 S..turdq aoratac. d.oc14114 to prooell4 at oACe w1 tll tile cold. oldpa111t . I .,.. 
Cllte4 tblt ba cot d.lraot17 ia toucb wltb llr . Lid.dJ . Later 1a t.llo d.q, L1447 oil lad. 
ao back aD4 1114 tllat arraacaate wore lloiliC ~MAe, ""' tllat word. froa u t o t.llo 
Com>holoaor of Cuet.,.o at IIY York to poraU tlll COld. to 'Ill 4111.,....114 to tbo l'e4aral 
Roaorn llaall: at IIY York 011 Ill 1a traaoit aat?T wollld. be 111111tl.al. Coulq"Uil\17, 
I tel ephollll4 Mr. Jae11 l!arrio 1a tlll ottlce ot tile Collector of Cutoao at lev York, 
at 110011 yooter4q. aD4 tile aattar .... arraacll4. It .... liOt 11001111?7 tor a Cuatoao 
'rf1CILU t o co froa B.ltt.oro to ·- York with tbe cold., 111101 1t .... carr1114 ill boad. 

the ezprooo ooap~~q. Mr. l!arrh etatld. tllat we ohculd. take up d.lroct17 wltb t.lle 
Collect or 1a lew York UJT probl• tllat a18bt arha b co1111cUon wUh tlll trullt 
ohlJliiOilt ot tho cold. 41et1all4 for Caaad&. Later 1a tile aftlriiOOII, llr. Blrllehlll, 
t ro11 -:t ottieo , talll:e4 wUb tile Collector ot Cuetoao at B.l tiaoH, 1a ord.or tllat 
l atter aicllt appro•ro tile olearaaco ot tile cold. troa B.ltiaore tor oblpal!lt to IIY 
York. 

!hio aonW~c, Mr. L1447 talepll.oall4 •• troa lew York tllat tile col4 lle4 k• 
plcltll4"" at B.ltt.oro at 5:30 :rut-.r ....UC u4 Uaat 1)0 .... \11-r 11114 kaa 
4oUrore4 to tile 7114..-.J.. ~liAr 120 oaeoa lle4 "- o .. dp114 to Jloatreal. L1447 
otate4 tllat a IJaU114 ltatoo Cua\oaa offiel.al Mol -~114 \be p14 hoa \111 
•"!'?Ill car to \be bulk u4 roquirll4 aoae eort of a etat••t 1a recard to tile ftlu 
of the col4 ohlpa ... t . I tllopllo1114 Mr. JCarc-.u- at 9:15.11U be 414 aot ban lilT 
opooitlc 111foraaUoa. Coaalq"Uil\17, I tlla tll~lloa114 ICr . Col\Jorua, ou ot t.llo 
two lorwecl ... o • o 11114 brougbt tile cold. t o Uh _,?7, u4 - Mol r.nnll4 \o tile 
Shorollu lohl laot aicllt troa B.J.Uaoro. Ia tol4 •• tllat tile pl4 oh1pPII4 to lw 
Torlc wao ~ull4 at II'Proziaah17 aiz aUltoa 4ollaro, IJI4 tllat to Calll4a d arou4 
three aillloa 4ollaro. h n:pla1all4 tllat ao aoou.rah lnolc• lla4 kea llu4e4 to 
th• bot ore tllolr 41parluro troa :llclu4, be to tile llaot:r aailiac, 'boLt Uaat t.lle 
~lllllc ot ~aa4 lla4 'Prcaiell4 to eq4 .b:r utl a 41ta11114 inllltQrT. .U aooa ao tllil 
h reeotna, Mr. c.l\Jora .. a proa1oll4 to pron41 tile 7114..-..1 llaoerTo Jealc at lew York, 
•• woll ae tile !l'ri&IUJ', wi\b aa acoarah otat••t ot tllo pl4 4111.,....114 to lw York. 
)(r • ColbJorao• 1atorae4 ae tllat bh co~~p~&loa, ICr. kol'IUI4 , WI COiac to Moatroal 
to t alco cere ot t.llo obi-t to Calll4a. I reaia414 Mr. 0.1\JoraM'II, a• I lle4 t.llo 
'lorwoelaa KUietor , tllat t.JI.T aboul4 cot 1a toucb wlt.ll tile :Baak of Caaa4a at ott-
t o loan 'IObothor col4 would. be roco1TII4 b:,- U tor oanoar11:1ac 1a llolltreal . ICr ~reo· 
lloo wao that ~~n&rk1ac Yae .tfoctll4 at ou-. An..- tllle oon..-oaUoa, I tllo­
phoae4 beck to ICr . L1447 , .too otat114 tllat a prortoloaal eatr:r ooul4 k -· oa \lilt 
bade of tile ea alllloa 4ollar f1cv'• . 
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Ten....., an-. llr. ••'- ,e1.,tn=t tn. tt. :r.&-.1 •••=•• -..Jt _. 
I 11 ,,_.., bh ••...- ta tM .. , C'• lllalet•, I.-& tM ld'• te ._. 
•o tu hUn1 .. _ ... w•- ...... hM 16, •• l'tplan .-. - fuwl., 
'"" '-'' .... alh:bc U.. :r.&-.1 b- IDII: •• ..- aa -w' I plA ... _. 
tor tu llerwl1a a..-'' !1M..._.~ .. _. tbU •1"'• .. ,., MT 1 
eloo 'be ,_. to tM h&-.1 b- llulr. att.rlal~~& the la"• •• r.Uft fer 
pl•t .. ta•• •u •erwcta Ge••••'• .. u .. __.the •t..-• 111 ab: llllltaa 
4ollal'l *lela-· arrlTlac lir rail'"- the .. -~:a.. ( 1) .. llal,lMn, • 
lllahh r pl'tlllla., h .. ,_. ' o •••• ,.,. 1 .. , •• d -· 

STRICTLY CONFIDENTIAL 

Regraded Unclassified



H.M.Jr: 

Congreunn 
May: 

H.M.Jr: 

II : 
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H: 
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M: 

H. M. Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

M: 

R. l!.Jr : 

Bello. 

Bello, Mr. Morgentheut 

Tallt1ng. 

Thie ie Congreeeaan Ma7. 

Bel'lo, llr. Ma7. 

Jul7 21 194<> 
3:42 p.a. 

Soaa gentleaan hera in Waeh1ngton are 
intareeted in a corporati on thet'a engaged 
in the aanganaea bueinaee dovn i n Cuba and 
the7 eant their engineer down there to 
BaYana and he eh1ppad a ooupla of eaapl .. 
ot their ora -- about 300 pounde in one 
and about 500 in the other -- to a 
Mr. Luciue Pi tltin who 1e a aatallurgical 
engineer in New Yorlt Oit7 tor an ana17eie 
ot it. 

Yeah. 

And the Ouetoaehouea otticera in New York 
Harbor haYe eai&ad it and got the aaaplae 
holding thea tor an anal7e1e to eee whether 
tha7 are aanganeea or not and tha7'ra 
nothing in the world but the aangan .. a 
ore, 7ou ltnow, Juat chunlte ot it in boxae 
and we don ' t ltnow whet to do hera, or tha7 
don't, to gat it ralaaead. 

Wall, I'll haYe it looked into at once. 

Did 7ou gat a aaaorandua ot -- it'a eh1ppad 
troa J. C. BopdaYa -- that'• the engineer 
troa HaYana, Cuba to Luciue Pitkin, 47 FUlton 
Street, New Yorlt • • • • •• 

Right. I got it. 

•••• • • and it wae carried b7 the United 
rru1 t Linee troa Ha•ana on June the 19th • 

• I'll loolt into it and we 'll l et you ltnow 
no t later than tomorrow. 

All right, Mr. Secretary. Thanlt you nry auch. 

Thank you t or bri nging it to 117 attention . 
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J'BOKl AMr1oaD Oonaul. General , Beirut.: Leb&Don 

io. a .e 
~~ Jul:r 2, 1~40, aoon. 

· · ·· · ~ ·· ···· • · • ··· · ~·· 
be Ulloerta1ntr ot the eoonoaio &114 t1ll&llo1al. e1 tua­

Uon ot thh terrUozor v1 thout the aupport ot the Brltlllh 

1e oaunng the B1811- O~ae1oller .. r1ou• oonoeZ'Il. J'ros• 

J'raii.Oh oredlh 1n the Ulllted ltat .. han ~en .. nuolled 

repeatedl7 br B1811- eo.u .. 1on author1u .. , &11.4 the thrM 

looal. ~ llhiah are authorised tore1p u:obange dealer• 

(all three ot 'llbloh are J'renah) are retu81ng .Aaer1o&ll 

oheolt•• It th1• 81tu&Uon oont1DU .. , there lit oe:-ta1n to 

be aD 1nore .. e 1n the •barr .. -nt to o1 Usen• ot the 

Ulllted It&t .. and w other•, 1nolud1Ag ~net1o1ar1 .. ot 

the Tetel'&lle ' Bureau. !be Ooneulate General. v1ll ~pz-.o 

o1ete &11.1 eArtoe or 1ntol'WI&t101l 'llblah the Departaent 

oone1der• alght ~ ueetul. 
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Secretary of StatE, 

'7ashincton. 

1!:23' July 2: 

P:.AIH 

London 

DatEG July 2 , 1940 

Rcc 1 d 6: 45 a .m. 

::01 T-1~.-.Su~ F R.)i" ~T'J'E~ Crt'.' . • 

Fbllon1ng confidential and self- c~lanatory letter 

has ~tEn received fran 3ritish Treasury under date 

July 1: 

11'i£ have for so.ot t.lm t had under consideration the 

extent to t:l~ich subsic;iaries in thE Unittcl Kingdom 

should b£ allowEd to rEtni t their profits to :larent 

c~~9anics, our object bcinz to allow normal ronittances but 

to avoi d disguisEd r '"",oval of capital. 

··:c arc no-, aoin;; to t ell American-O\'IllEd subsic11ar1ca 

that applicatio~~ will b e conai~ered if they art l~ted 

to an nmount l:>astd u_>on the defunct. 11D1tatio:t of profits 

bill , i . t ., t!lE d ivi:lcnd i s not to .::.-tcttd thE naximum 

cli v1dtnd _,nicl .. n an; o£ the l;~st three ymrs . 

" c aro: of cours:;; :m direct relation with t;,t United 

Kin~lom sl.Wsidiary 'llln not with o.ny liLterican 11a',;ionnl , but 

I thou(;ht you would lilt£ to be tol.!l l or your confidential 

informatio::-~ t.':c lines upon r hiolt 1?£ a1•e _>rocceding" . 
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Twme.c.tu, China, JulT 2 , 1940, 

stll!.r...CT 1 Po11iblo Cl osure of 1114Dchin:L 
Route for b porto from TWlll&A. 

'flit Honorable 

!be Secretary or Stat•• 

Sir I 

I ha'Oo tho honor to rotor t o illY toltezou lio. 20 
of Jul,v 1, 10 .i..!J • • rogardinc tho poniblo c1oonro 
ot tho Indochina route to ozporto from Ohina, and 
tht .. aouroo beinc cono1dorod to cope with oueh u 
.... &ltll&llt7 • 

.t.a otattd in rq tolouaa under roforll>co, 1t i o 
not )"ot clear Whothtr th.o Indochina route will be 
cloud t o ez:porte troa TWIDID, 1nclu41Jl& trandt 
lhipaoato fr011 othar proTi.nc••· So tar aa ..., be 
learned horc , tho Jop&Deot ho ... .U no d-..4 that 
ouch ozport a be atoppod, but tho local roproaontat1Tet 
of Ohintao Ooftrn.ont cgeu1oo h&Ddll.q ozporta tear 
that tho lDdochaa rout• will no lo~r be aate f <>r 
Chintoo soodo of ~ doocr1pt1on. Ao o conoo~uonco 
tht)" art cono1dor1~ Maauru t o oT&do tho u:poctod 
J npanoeo oontrol of trade Ill' that rov.h. 

1'ho local -...atter of tho r oo Sh1oc 0011p107 otateo 
t hat tho laot oh1}Wl8nt of tUDC oil from YW111&11fU to 
Hoi}:honc waa - on June 20, 1940, Since that date 
etockl of oil haTt been accumulat1nc horo ot tho r&to 
of o.bout 50 tone daily, and woro ooUato4 to uount 
to about 1,100 tono on Juno 29, 1940. A abort time 
bofor-o tho Japor.n.oeo deme~ao roprdinc lDdochin& tha 
looal office of tho l'oo Shine Co;a~ aloo oh1ppa' 
1 ,300 c.uoo of brbtloo t o l!a1:phoq. Accordinc to 
r oo 11!>1=t;' a looal ~r ...... ral h\llldrod t ona of 
tunc oU dootinod for tho Un1Toroal t .. di"C Cor po .. uon 
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&H now 1A l'roDCh IlldoehiDa, ud 1t 1o alao bd1ewd 
tbat a larce part o t tho ~t ohl~nt ot br 1otleo 
h ll._'•;tdOO 1A JbipbO:ICo 

roo Sh1~~t; 1e oaid to be oona14or1nc "" an,._ 
:oont d th tho Untnroal 'l'ra41llti Cor poration Wider which 
tho latter WO'J.ld open a ••11 ott1co 1A TWIIl&nf\1. aad 
t ake title to ohi~onto ot t un£ oil horo. It ia oaid 
that tho tranafer of title 1a ett ootod at preoont in 
llalpboq, the c ontract botw .. n the .two tirme oalll.Ac 
t or 4ol1Yery V. O.!. DGmod port. The locnl ~er of 
roo Shine ot&tea that Wider thh plan tho U&lveroal 
'l'rad111t; COJ'!'Or&Uon migbt be 4olicne.tod ... ecent of 
the rorotcn rrade Comm1ooion for t he art.tlnc of othor 
coode , tho proceede ot •t.l .. poteib~ to be applied 
to tho :.xport.-ll:por! 1l&llk cre dit eocv.rod on tWJC oil 
ahi i'C' At • • 

!ho iatlonal Aleourceo Coc:o1ee ion , which ban4lee 
Dlnoral o:q>orto tr011 YW~Z~AD, l it.wbo 1o toartu.l. that 
tho Indochina route _. be cloeo4. ShiJ8ente of 
TWili:IA tl.A ha..- r egularl;r bee n nado thr~Tap llaiphoac, 
&ad Nl ... ,,..,own quantity that _. NIOWlt to oenral 
hlllldrod toea 1o l.n l!&i~OJ>& now. Sineo .A.prll of thia 
;year , 400 t one of h accli t i n haYo &lao boon ahipped 
b;y tbh r outo, Accor41Dc to &Y&il&blo icforaation 
bor a , nbout 2 ,750 t ono of tin h&To beon abipped to the 
United Statoa b;y thie route oinoe December 1, 1939. 
ror oo~e unkn~n raaoon, howevori tho l'rcnch authoritioo 
in Indochtna han refused aiDCa aet Octobe r to permit 
the transit of wolfra::~ and ant illoey e:q>orte fro111 TWID&Zl, 
OA4 aa a coneoquonco O:q>Orte of thooo product• 1A t raneit 
tbr~ TUDll&ll han bean ahlppad to llunla. 

ShO'J.ld tho al torcatl ve r oute thr~ :aurc. raaaill 
open to O:q>Orta, it h beliaTed that ita oapadt;y would 
depend pri:lari~ on tho aY&ilabUit;y of cne.oll.no in 
the l.Ahrior. Other !..,tore woul4 be wo .. thor oondittou 
t:~riac the ·- """the &Dd tho 6ltaA4 tor tncb 
olowhero l.n ChUa tor • ilitar;y ueoa . lith raapoct 
t o tho lottar point, boorOTu, 1t appaara fair~ cortak 
~t ChS...a...._d tn:cka con &Dd w1}1 be aupplonoatod 
it nooeaaar;y 111' ..._.,,..,.od truoka on tho Tunnanf'lr 
LM!Iio r oute. A number of Bur.aa t ir.a are DOW ma1nt a1n.-
1nc a r•cular cozcerc1al trutktnc aerTico ! r oo Laabio 
to T~, &ad it i a ~~ that at loaat one of them 
(Steel l!rothara lr OompaQ~" , !.ic1te4) haa rer;ular~ 
obbitlod tunc oil cnrgooe ter r eturn frellbt. 

!he o.rra.nc-nt mda b)' r oo Shine with tho South 
,oat 'l!re.neportatlon CotapaD¥ lao t rabruory' 1s 11\l.d t o 
be otlll. i n etteo't ; it pr cYl d.ca for ahi:J;eonta of 3 , 000 
tone of o:q>ort goode ::>Ont hl,;• 1n t rucka c~ tho latter 
ooapon;y. Booro'>or, it 1e a&ld that tho lolllco«t of 
tuns •11 transO)Orted b;y so .. thnat 1a ,..oh "'aator than 
the loall::aoie of. t~ oU tratlaportad b7 priTato ! U..; 
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thlo 1a attributed. to the tact t!lat a nuaber of t.....,._ 
tore are o.ecnSar'.f • heo h&cd.lod. "tv Soutmroot trucko, 
•hUe trucks of the :a.z- ti ... co otroight thrct!f:!> 
to Laahio. !he quootiOD o! lcaka;e i1 import&At if 
tunc oil hao to bo · ahippod. via Bu.~, einco the l.atage 
oOMtlmeo rw>a u hl&h sa ~ 11 ohip.aato are •d.e 
in cuol1no tir.o or wood.ea tub coataillOro. If ohbaento 
are ao4e in oteel druae the le~~e r &n&•• troa ljCto 
~~~ .A. ohort~e ot cl.r\lmo therdoro would. limit ehip-
aonh "tv thb route; &114 it ohould be 110tod that t. chronic 
ohort~e of drumo hao ex1otod. hitherto. 'lho local 
aanacer of J'oo SbiDg hal roceatl¥ euccoed.ed, however, 
iD obta1D1Dg a aup~ of 8,000 eteol druaot 

lith reference to trenoportatioll cooto , it ia 
oa1d that rail froi&t>to troll TUDllaAfU t o l!&i!PoDC Slld. 
fro:a Laohlo to ~on are approxiatel¥ tho •-· In 
tho ca .. of tUDC oU, the froicbt troa TU~U~A:>tu to 
lla1phoDC 1o aaid t o be :M Cuato• Gold. Unit. pluo 23 
piaotreo por ten; while tho troi&bt fro• I.&oh!~ to 
.JiaDcooD 11 aaid to be 38 rupeee per t oo. J'oo IIIIDC 
ie ~1Dg freight at tho r ate of about MO.l. 05 per too­
kilocoter for e ctor tranaportatioD troa TUDD&DtU to 
Laahlo. 

It 1o believed that , althouch ohipa~eota of tuD& 
oil micht bo •intainod at their f omol' rate 1t they 
!lave to bo diverted. to the lNraa route, other uporta 
•1cl:t _, d1tt1oult1ea. J'oo Shine 11 now ""GOt1at1Dg 
with China Bat1onal Aviat ion Corporation to f i ll with 
brietle ehipoocte all eapt7 apace 1D their weeklT 
pl.aa to JlaAcoon: it io hoped to obta 1D a rata • •­
what below th' uoual rata, ao it 1o .td. tllat OD tbie 
rov.to the plano uouall¥ lo4vee TUDAUlfu for i8Jicooo 
balt-.pt;y. B.owner, the lack of a carkat 1D II&DCooD 
aor otfeot \h1o plal>. Pr .. oot etooka of br11Uoe 1D 
TUDD&DtU an aaid to uom:t t o l ,OlC ....... 

lith reapcct to ~ral exporte, d.iffioultiee 
an vat")' 11kellf to be a:porloocod. So far u ~a~o-. 
the »atioll&l lloeoarooo Co.-ioololl hao "" ~nt 
with &0¥ other acooq moiL ao the J'oo Shine CoiiJIOlll' 
bae rlth the Sou\hlreot 1'raooportat1oll Co~~P&~~Y• ~ 
a-lee ion 1t111t hal a fwaptoo aod .A.ctiao~~r 'l:ra.n.­
portation .t.&•llCTt eetabliohed. eo:ao U • lloiO• that hal 
beo11 •DC~Ceil 1D raJIIporUnc Ua, woJ;tru 4lld aotiao!lf 
troa Dran;;d and B.UlWl \o Tuonantu: bat thi s acon<o' 
oontrolo oal¥ 400 trucks. 

ODe possible effect of a cloeuro of tb• Ind.ocb1na 
route to Cbiooee e:rporte 1e a bra~ of the Cb1Deo• 
llove...-Dt IIODOpoliu of corta1D \Tpoe of oxpcrto. It 
1\ beelo:ooo ispoesiblo ar utticult for ChiDe .. Gove..,... 
MDt a.-e1111iee 11ka the fc~ Shine 0o:op&C¥ and the 
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Jatloaal Reooare•• Comatooion t o export cooda for lhe1r 
....,. acccnmt, thq _, prater to 11ll t o fore~ ttr. 
1D T\lllDIAt'll or alow118re in Chiu Oil c ondition of 
~nt 1D fore~n axchaop. 1'he propoaal or the 
roo llhiDC c~ to .s.u ... r ~ oil to the 11o1 ... nal 
fra41DC Col"poration 1D T1ml~AD1\!. ••- to be a otep i n 
thio 4.\.reotioo.. .A. plao. for readJV.otaut of tunc oil 
prio11 1D Cllioa, aaid to be uo.S.r oooai4arat1on 'lrt the 
Joo Sb.iGC Oollp&IIY , would &lao ba • a tap in thio direOo" 
t1on1 for uo4ar the proposed plao. tho price of tuag oil 
1n Y\lllDIAt'll would be inoroued and the price elaeldaere 
would bo ra4\lcod 1n or4ar to 111411.oe prbate .. rohaDh 
to traooport the oil to TUII.D&I>IU at tbo1r owo ooot, 
t hua 41ainiahiac the 4aa&Dd oa .. ana of tranoportation 
a ... Uable to the Gonr,...llt. .A.a the covei'IIMilt ll&'ll"" iea 
10111 110r1 and aore t o ral;; on prlfth aerohanto al:ll 
foralp ~era t o affect the ahlpoellt of exporta 
froa C!dDa withwt lnterfere~~ee tna the laJll"''u, 1t 
appearo ¢te Ubl,y that t he qetea of wxport ao~ 
pol111 _, 1D t.M aA4 be radaoad el.Jrpl,y to the ra.,ura­
aaat of nrraA41r of foraip ·~ t o the Ohlneae 
Go,..,_.,, beJ!b, 

!!!!!!¥" 
.A.lthouct> eo far aa lalowll the Japo»u han aot 

71\ •-=4ad that the J'rnoh authoritiea in 1D4ooh1Da 
atop axporh of pda froa Ohioa , repreooo.tatbeo 1n 
T""nanfll of Ohloaoe Goftl'l10IInt acanolll IJIIIild in 
the export of coodl fear that the 1D4oohiDI route will 
DO lo~~&er be ll&fe for Chio111 C0041 of 1117 4oecript10il 
1'he:r are cooeeq-tl,y DlldD& plao.e to e\'141 ponibla 
Japaneee 1Dterf8reoca. en. plan UD41tr oonai4aration 
for tunc oil -.:porto 1a the opeoiJl& of an o"lca 1D 
TWlDID1'1l '111 the 11D1nraal !ra41Ac Corporation, aA4 
6111TtJ')' of atocb to that flra here. It 1e p0111ble 
that the - !ira aijljlt be 6oo~ted t o handle other 
cocda alto. Sh®ld t.M liGna route ra•in open, 1t i .a 
beliand that export• c! tw1c oi.l aicht be • 1Dtal.ced 
at their farMr rate , thoup the:r wo\114 4opeD4 t o ecu 
extont on weathar- ·cond1Uooa and the a ... Uabla auppl,y 
of otaal 4rulllll for uoe aa oont&1Dara. Plaoa are beiDC 
ada for ahipoent of brietlea ~ air. It i t baliand 
tbat a1Daral export a aisl>t ... t d1ftioult1n, at laut 
""til traoaportaUoo facil1t111 oould be orp.a1 .. 4o 

Ooe poooible effect of a olooure of the 1D4ochlns 
route to exports 1e a breetiown of the Ohioeoe ~on..,._ 
.. Dt aoDOpollee of certain •%J>Orl cooda. It it blc ... , 
41tt1oult for the Chi .... oe Oonra.ent ~ooieo to •%J>Ort 
cooda on their 01111 accOilllt, their i:lcreao1D& reliance 
Oil prbata .. rchouota aA4 foralcn purohu•ro t o effect 
ohipoent of tto. coodl _. fioall,y ro<Wee the a ocopolles 
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...-ol,r to t.U ,......sr-at t.Ut t ontcu er•b-s&-1 be 

............ ~ to the c.,.....,_., bMb trw all erpon 
ahl~te of t.h• DODOJIOl11e4 o-41Ueo. 

a.o:peo,tlall,r 70IIZ'Io 

lA eextuplicate to llepartuat1 
ortcl.aal aa4 2 eopieo 'IV air aail. 

9opt•• to a.11ea17. Polpiac • ChlmCI<inc· 
cow to eo....rolal .t.•tao~o•• 
cow 'o Ooanlato, :taacooa. 
Oe:w to Oolll1&1. llaDol. 
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luq 2, 1940. 

!fTB'J!!P lOR ml I!!!J!'I.W!1S DIJRI. 

At tbo req11eat or llr. De.'rl.d Gilleberc or tile S.Curitioe aDd lzcbqe 
eo-ialliot1, llr. ladee attemed a -tills ill Ill' • Leon Boadereon '• ottioe 
at tile l'edcal a.._ Boerd l!uild•nc tr.. .3 P.ll. to 4•30 P.M., Tueadq 
arternooa, Juq 2, 1940. th.- ,.... preMnt at tile ..t1.nr llr. Gillabez-c, 
o-..1 to c-iNiotlar Bellderaon, Ill'. Jobn Baa, aellietent to oo.ieu­
Bollder80tl, !k'. Tqprt, .. .,.,..sat CODMCted ritA tile Seouritiee &at 
hdlance c-ieeiot~, aDd llr. n..,.s Odl.•· 

There -· • r...-1 lliouasiOil or tile lew Slid raruletiOile relatb• 
to depreciatiOil aDd ob8ole~C&Dee cle4uotioao tor ill- tax parpo .... 
llr. lade a we allked 11hetller tllo 'he&BU7 ......wi ooUid«r a propoeal ffllr 
writinr ott tllo ooat of new taoilltiee ill eqlal. 1netallJoente OftZ' a 
tarsr--r-r pwiod unde<r tllo illcOM tax l.u. Be replUd tllat tld.e W'OI1l4 
not 1» poniba 1llldc exietinl law but tllat tile Seo:rot&%7 of tho ~ 
ba4 ......,....cod at a preee ccater•- tllat the 'he&BU7 we ~ a 
_ .. protita tax aDd ill tllat ..-u ... ......wi ll't1alt.T all ngoatioaa 
tor IIZtraord1nar7 ..artbatiotl an-•· Be aleo called tile attonU... 
or tho .. pre-t to tile reports or tile Couone c-ittoo ....,_tho..,. 
eo-l.ttoo which ill r--u d.ieappro .... d or epec:lal ..artisati.Otl ell--· 
tor w,r..tille taoilltiee aD4 to tho poeitioa OD depreciation tabD by tile 
Wqe and lloeDe c-1 ttoo ill 19.34. 

'ftle d.iiOUeioD thoD tarDe4 to tile plan or ~- the G]IMCOD 
or plant taon.;_tiee apprOYed ill prlncipla by Socrort&r7 Jlorrentllau, llr • 
(mad- and llr • .1-•· 'ftlere we cone14-bla 81~ -­
ills tho •ture aDd 0011tont of the plan. It we o.-eded by all preeont, 
h........r, tllat it •• .....,. attrecu ... to pri ... to illdu8trT· 

llr. Odl• etated tllat at laut 1.300,000,000 of atoclt iaeuoe coald lao 
floated by pri ... to 1111dcwritare tor t• •ar tile ap&DlliOII or taoillti .. 
tor the ~otare of &1rcratt it liberal ..artbation tor tax parpoeoe 
•• alloeed. Be th<NCI>t it lli#lt bo adrleaba tor the R.l' .c. to puticipate 
ill euch equity tillancinr ritll the UDdenritare (ill oftoct, ~ tho 
ulldereritare ap111at lo .. ) . 11r. O.U. •pbuised tllet he dieappzooed 
fin&DOinl plant expo.neion 011 a loeD boeie, 11hother by the R.F .c. or pri.,.to 
Mnlr! "I inetitutioae, eb81111ftr etoclt ieeuoe coald bo tlbated "" lllll:h • 
l»aie • . 

'l'hroucllout the cant..-.- it we aeeaed by tile SIC repreeentati ... e 
and Odl• tllat the Tobe7 ·->mt to tile fu.--'freDell Act .....WS bo 
repealed ill the DMr future and ill thie conneotion ret..-- we ..de to 
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tbe Pr .. ideot1s ••ea&• 04111 ne tor a at.epl,y erad~~ated ueeN profit. 
tax "Yitbout 41llcz1a1J>ati011. 1 OJl hie retlll'll to tba Tr-.1111r7, llr. ladee 
etated to llr. l'ole7 he t...-.4 either Odl.• or the SIC wouJ.4 j-.p tbe 
IUD ill eoll1ng tor tbe repeal ot tbe 'l'ohe)- protit l ilo1t.tioD law •• 
tbeir ..-rite eODeentiDC it. effect ill ~ tbe ,..t1cmal de!eue 
procru witbout preT8IItinc ~ excess profit. were ftr7 es,;n1!1oant. 
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THI: WHIT I: H OUSI: 

WASHINGTON 

IIOO.RAIIDUII JOR THE SICRftAIII OJ' tHE t.RIWIIIBI 1 

AttaoMd are --.l. copiea or a 

otat-t, which thll Preaidct rill p ... 

thll Prall tbla af'taniOOD at tour o 1 clock. 

Pro••· 

.llel•ae• to thll Proee 1e .xpectad 

about 4. 30 P••• J,S.t. 

! 

I 

I • 

.. 

Regraded Unclassified



FOR THE PRESS 
JULY 2, 1940 

The Proddent toda.y si&nod H.R. 98SO, providing legal 
authOrity for tho control of exports from the United Statea 
of Jllllllitions, DBtoriala, am machinery esaontia.l to our national 
defense. A proc:J..nmation issued under th1a authority seta up 
the controls conaidcred necessary at th1a ti.IDo. 

Tho ite~M and materla.ls listed in the proclamation 
include certnin strategic materiala ns woll as semi- finished 
products and machine tools of· which thoro nro notu.oJ: or 
prospective shortages as a result of the lllltionnl Defense 
program. 

Tho l.l:lterinls nnd Production Diviaionsof the National 
Defense Adviaory Coa:d.ssion are collaboratin& with the 
.l)lmnistrator of Export Control in the dotcn:lination of the 
it..., to be controlled nnd the extent and chnracter of the 
controls to be exercised. 

While the control of exports is primarily a national 
defense mtter, the Department of SU>to provides the machinery 
for the actual iasue of licenses under which My controlled 
items are rele:>sed for export . 

- - - - - - - - - - - - - - - - - - - - - - - - -

Tho President nl.so signed ancl issued the following 
llil.i tary order: 

•Tho aclzllin1.stration of section 6 of the 
act or Congress entitled •An Act to expedite 
the strengthoning of the nationnl defense• 
approved' July 2, 1940, is essentially a military 
f'unction, and by virtue of tho nuthority veswd 
in mo no Proo1dont of tho United States nnd 
as 00J:'Ullllnde~h1ef of the Army nnd Navy of 
tho United States, I hereby designate Lieutenant 
Colonel Russell L . llaxJrell, u. s . AriiiY, Adcinistrator 
or Export Control to am< n< ater the provisions of 
the seid section under the direction Md supervi­
sion of ths President e:J C=nclo~b1ef of 
the '-rillY and llavy of the United States. 

"FIWIXLIN D. ROOSEVELT 
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The ProeJ,amat.ion lollDn: 

AIIIDliSTRA TION CF SECTION 6 OF THE ACT EIIUTLED, 
•AN Ar:I: TO EXPEDITE THE STRElm'HEIIING OF THE 

NATIONAL DEFENSE• APP!llVED JULY 21 1940 

BY n1E PRESID91T OP TliE UNil'ED STATES Of' AWERICA 

A PROCLAl!ATION 

WHEREAS eection 6 of the act ol Congress entitled 
• AN ACT To &xpodite the strengthen:inc or tho national 
defense," approved July 21 1940, providoa as follows : 

"Whenever tho President detct'lllirul0 . thet 
it 1s necosaory in tho interest of national 
defense to prohibit or curU.ll tho exportation 
of any 111111 t&ry equipcent or ::run1 tions 1 or 
cOJ:!IlOnant parts thereof, or T.lllchinory, 
tools, or material or supplies nocosenry for 
the me.nutacturo, servicing or operation t hereof, 
he may by proclamation prohibit or curtail such 
exportation, except under such r.llos and regu­
latiolll) as ho shall prescribe. Any such proc­
lanation shall describe the articloo or materials 
included in the prohibition or curtailmant con­
tained therein. In caso of tho violation of any 
provision or any procla.'llation, or or tmy r.lle or 
~tion, issued hereunder, such violator or 
violators, upon conviction, · shall be punished by 
a fine of not more t han $1010001 or by imprison­
ment f or not more than two years or by both such 
fine and imprieonment . The authority granted in 
this Act sh:!.ll tem:!.nate Juno )01 19421 unless 
the Conaress ah:!.ll otherYtisc provide , 11 • . . 
ll01r1 THEREFORE, I , FRAliKLill D. ROOSEVELT, 

President of the 1/nited States of America, acting under 
and by virtue of tho authority vested in me by the said 
act or Congress I do hereby proclaim that the aCl:dnistra­
tion or tho provisi ons of section 6 of that act 1s vested 
1n the Acll:Un1s t r ator of Export Control, .mo shall adl>inister 
S'.lch provisions under such rules and regulations as I shall 
from time t o time prescribe in tho interest of the nsticm;>J. 
def enae. 

AND I do hereby turther proclaim that upon the 
recommendation of tho aforesaid Administrator of Export 

70 

Control, I have determined that it 1s nocossary·in tho interest of the 
nat ional dofenso that on and after July 51 19401 the 
articles and materi.o.ls hereinafter listed shall not be 
exported froa tho 1/nited Stetes oxccpt when authorized 
1n each caso by a license as heroin&ftor provided: 
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1, Ams, arcunitionlo, and implcr.>cnta of war a.. 
do1'1nod in ey Proc:l.tu:lation llo, 223? 1 of !by 1, 193?, 

2 , The followinlr basic materials and products 
cont<dning the siiJ:lC: 

a • • Uum:l.num 
b, l.ntilllocy 
c . I.sbostoa 
d . Chromium 
e , Cotton linters 
f . Flax 
g , Graphite 
h . 1!1dea 
1 . Inclu#triD.l di111~onds 
j , :A:lnganc:Jo 
k . lhgncsiua 
l.llanil.a fiber 
a .• llcrcury 
n. ~ca 
o, ~e= 
p . OptiCDJ. gl.Ms 
q . Pl2tinum sroup =tus 
r . Quartz c:ry:rtaJ.a 
s. Qui.nine 
t , Rubber 
u . Sllk 
v . Tin 
w, Toluol 
x, Tunaaton 
y . VaMdiur.t 
z . Wool 

) . ChemiCllls as follOTI!I: 

a , :.aooniD. and DJ:IliOniw> COQPOunds 

b , Chlorine 
c. ll1metbylan1l.ine 
d , Iliph~ 
c , ll:l.tric acid 
f . I<Ltratos 
g . Nitrocelluloao, h4v1na a nitrogen 

content of los" than 12 percent. 
h, Soda liJnc 
1 , Sodiu.>n acotnte, anh;ydrous 
j . Strontiu."' chcmic111s 
k . SulphUl·1c acid, fwnine 

4. Products as follows: 

a . ld.rcrort pnrta 1 oqu1pr:oont 1 and acces­
sories other than those listed in 
=:y procl.an:ltion of 11:\y 1, 193?, 

b , :.roor pllltc, other than th4t listed· in 
~ procl..>mtion or llay 1, 193?. ' 

c , Gl.aas, nonsh.,ttoro.blc or bullet proof, 
d , Pl..a3tica, optie&lly clear, 
c, Optical clc::onta for tiro control inst.ru­

Cillnts, aircreit; instruments, etc, 
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s. !&:.chine tools as follmr.u 
llot.'I].'"'IIOrldng DCChiner)' for- • 

2 Preosing into !arms· 
(1~ Uel. ting or ccsting 

~) Cutting or gr:!Jldizlg, pO'II"Or driven 
(4 Welding 

AND I do hereby eqxmer the Secretnry of St:lte to 
issue 11cenaea cutbori.zing the axportet1oo or UJy of 
the sdd crt1clea nnd ~~~~>terial.s the oxport:lt1on of 
..-bich is not c.lrc~y subjected to the requ1relll<n.t thct 
o. 11cen:le bo obteinod 1'r01:1 tho Secrot:lry or Stcte 
cutborizin& their exportc.t1on and I do hereby cuthori.ze 
and enjo:!Jl b1m to issue or refuse t o i ssue 11cBnSes 
c.uthor1zing tho oxportc.tion or cny of the articles or 
moter1cls listed nbove in <>c cord.:mce 1"11 th the a!ores<'.id 
rules and rcgul.<'.tions · or such specii'1c directives as mt'.y 
be, 1'r0<1 tine to t1me, cocaunicated to him by the Admin18-
tr"-tor of Export Control . 

JJm I do hereby M!oo<'.ish all eituon.s of the Un!.ted 
Stctes end every person to abstc.in r1'0!:1 every violetion · 
of the provisions or section 6 or the act above set rorth, 
of the pr oviaiOn:l or this proel.runD.t ion, nnd or the pro-· 
visi ons of such regulations c.s mllY bo issued thereunder, 
and I do horcby wnrn them thct all v1oltlt1onn of such 
provisions •lill be ri8orously prosecuted. 

AllD I do hereby enjoin upon all of!:l.ccrs of the 
United Stctes , ehcrged nth the execution or the 1<'.'1'15 
thereof, tho utaost dlli.genco in preventi"8 violntJ nro 
of the se1d net, or this AT proellll:lllt1on, "-nd or axtY 
rcgulet1ons llhich r:J.V be issued pursWlnt hereto, and 
1n brinl:in8 to tr1cl. and punistment o.ny offenders 
<~&<'.inst tho sm.e. 

Dl \tiTIIESS WHEREOF, I have herow-ato set m;y hcnd end 
caused tho soDJ. or tho United Stcte:~ of America to be 
c.rfixod . 

IJCr'IE at tho City or tvnshington · th1a second dey of 
July, in tho yenr of our 
Lord ni.'\oteen hundred and 
forty, end of the Independence 
of tho United Stct<>s or America 

(SEI.L) the ono hundred and s1xt7-
fourth, at ll:OO A.JI. ,E.S.T. 

By tho Prosidont: 

CORIELL HULL 
Soorotcry or Stcte 

FRANKLnl D. !OOSEVELT 
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lrotea OD CoDfereDce ill tbe 
Secretary' • Ot tlce at 10130 A.M. 
!net~. Jul7 2, 1940. 

'!'bote proeent, the SecretOJ'7; Kr. Brenn&D, tbe Irioh 
Minh tor; aDd Kr. Young. '!'be Irilh Minh tar etated that be 

• 

vat delichted to moot t!:w Secretar7 """' IIJ>Olo&hod tor t.pot111g 
upoD hio tiee duriJI& a period of ncb pruw.re, !be SecretOJ'7 
replied that be vaa glu to ••• Kr. Brenn&D, aDd thAt be bU 
b .. n doi~~g what ha could O!l the requeet tor ar ...... t ou.bllitted 
b7 the lrilh JTee State. 

!he lrilh M11lieter atarted to talk about thh requeot, but 
the Secretary ttopped ~ """' aaid be VNlted to aak a q'Ut tioa, 
,_17, wuld 1t be pottible tor the lrllh to purcbaee f'looa 
CAnAda. Mr. Brennan aaid that he bu eoae doubh about that , 
but that be ouppoted lt could be doD& proYlded the •terial vaa 
turned OTer to CI!Jiada b)' thh coWltJ'7 vltb aucb ., Wlderet....U~~g. 
!he SecretOJ'7 aalcd the lrhh M1Dioter not to tend &117 cable• or 
&117 ton ot co.w~lcatlone t o &117 oDe about the •tter aa it vaa 
all being doD& nr7 1Dforlll&l17. 

The Irilh Minhter aald' t hat be could telepbo"" J:lng ae be 
lcDov hla well eno~ for that. !he Secretar)', bov&Yar, frOVDed 
\11)011 tho idea and aalatd hie juat to lcaep it to blaaelt for tbe 
tiae belng. '!'bt Secreta!')' added that be vae haYing a ••tlng 
toliOrrov .. riling with the J.rrq aD4 lraY7 "bratt bah", aD4 lt would 
be deteral-.4 at that tt. vhbt -ter ial, lt &117, could bo uda 
aftilable ae well ae vbat portion of lt could be t'll!'•d oTOr to 
IrelaD4. !be Secretary &llpbaehed tha fact that he tbougbt lt 
wuld be laiC!> better to t'Q!'n OYer tbe etutt to C&D..ta. 

Kr. BreiiZiftll greatl)' "'J>l)reclated """t tbe Secretary bU doD& 
tD4 proalted to do notblag tor the oext tvant7-tour boura. l!e 
added that he bU tallced v1tb Mr. P'llrfh aD4 Kr. !allaotTD&, aD4 
alto w1 tb Kr. Green 1D tbe state Depart•ot, aD4 that tbo .. per­
'""' t'llll)' Wlderatood the t1 tuaUoo. '!'be Secretar7 eta ted that 
tither he or llr, P'llrflt vo'llld contMt the Irhb Milli e tor 41rectl7 
at aoon at a declaloD bad beaD reached . 

PTabJ 
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file llooonble • 

WAR DEPARTMENT 

WASHINGTON 

file Secre\arT of tbe Tnanr7. 

Dear )lr. SecretarT• 

llece!pt. 1.8 ~ ot 7ovr latter of ,_ 20, 
19<10, witb ret ....... to tbe oertifioati- to be -s. 'b.r tbe 
S.U.ta'T of .,. or the Secretaz7 or tbe ....,. • u tbe -
'"""be, c.-.m1D& 8pec1.al edd.it"-1 ~t aad f.mllU.. 
aoqu1M4 'b.r ~ or ~r• 111 -u.m 111tla 
Jlft'C01 rrt nbjerl to tbe profit lla1teUOD f.UVM ot tbe 
Ti.uoD-!'1 ll Arlo 

n u ooteot t~aat in u.. TrM.eurT ~~e~ u.. nv 
of coB81Aleria8 cerUticati- aad of rMo nr!ln& 'fMaaur7 actioo 
1l1ll be pert~ 'b.r a C.-ittee, of whicb Mr. fiao- c. J1ooM7 
1e CbairMAo Yovr ~~~~~&e.t.iODII U to tile procedUH to be followcl 
1a 'brinlin&.,. De~ cert1ticau- before the froN.eurT 
llepartMDt are &leo ootedo .b indie&ted in a --s-ot th1e 
date, &lidreaaed to the JT.eiAl..t, tile MiD ob.jecUn II01IIIbt 'b.r 
Sectiool 4, 11. a. 9822, 1a 1lllda'.t.oo4 to ban beeD to f.mlltete 
....s apedite u.. eater1nc into of CODtracta 111 ..- IIIICe&SiwtiQ& 
tbe a.oqair1nc 'b.r coutractora aad ~ ot ..-,1al addJ.. 
u-1 ~ ....s f.muu... DM w:ar ~~epan-ut 1a, ot ............ 
4ea1Joou of doiQ& ....,-t1a1ac 111 ita pconr ....s 1l1ll oooperaw in 
....,. ....., 111tla tbe '1'reanr7 Departact .ad 111tla tbe ~ 
&ad nbcorrtractora to ac ,,. ab t.bat aad • ID order tltat DO S.. 
I*''~ 11111T be p1&ced in tbe....., ot apeditiQ& tbe proc01 •t 
of ~ a1.rcratt iuYolnd in tbe 4ef- JII'OI)M, it 1a b1cbJT 
deeirable tltat ....,- .tap poellible be taka 'b.r 7ovr JlepartMD\ 
to aped.ite t1nel ..,t,ioD OD tbe cerliticatioD& ilmllnd aad I M 
e&rte1n tlaat 70'IZr De~ 1l1ll cooparate 1'llll;r 111 tlaia recardo 

18 
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110m&l &111~\o prior to ~ wv. 
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bo cpooto« 'bot u;r nrplu or o11 ~IWic Spola llo,.a 
~- Spoaioll uo4o W1ll llo 1IOo4 \o OQPl7 ~ _ .. 
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ADVISORY COMMISSIOH 10 THE OOUNCIL OF HATIOHAL DEFENSF 

Honorable Henry l(orgentbau, Jr . , 
The Secr etary of the Treasury, 
Washington, D. c. 
Dear lir. Secretary: 

Muni t ion.s Bldg . 

July 2, 1940. 

Thank you f or your lett er of 

June 27 and copy of t he weekl~ report on rail­

road freight movement for export,for the week 

ending June 22, 1940, sent to me t herewith. 
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THE WMITC HOU8E 

WASH-IOH 

,__.. .. ~d . 1940 . 

t~ dNr t.:r. S.crwtar:ra 

I haft noted that t.la CU'oll84 IIUl B. a. 9822, "to -
pedite rati.CII&l cl.r-, Ull tor ota.r P111P-•" -'AS. a 
sec:tl.on (Seetl.cn 7) micb P'O'f14• dGUbl.e pq .t11ar woatioa 
til» tor tho• ~ ot the ::.-t7 nape • t 1114 the llanl. 
<..ot&bUa"->t am ct the 17oaat Ou.l'll -m- atn1.H8, 1A ta. 
Jud~t ct t.1a S.cre\c7 ct t.1a llav • u. ~ ot 
U. tr.aua:y, u 1he - .., 'be, _. 'be .,...S clllr1Jlc 
sueb ... eaucn tiJI!t 111tbout de~ t.o t'be aat~ cl.t-. 

I not. Ulat the crol.led td.ll H. a. 98~, "to apdt. 
tha l"""'th<miDg ot t.Ja aat~ elat-e,• ODnt&iAII DO-h 
proriaion 111tb reepec:t to 'li&r ~iaet ~I Ull &leo 
that there 1a no euch prO'IUion in al.atiDc law nth reepeet 
t.o UJ.7 clue ot Clployeea. 

In 'l'in ot t.hia aituation, Mcl bec&UIIa tbia ~oaal, 
1l it t.cl be., anw..,tecl to • u a aeparet. -1111'41, talllcl 
law reO.S. ...ct rq Wlbaitatinc d' epproftl, I a w1 tiDg to 
N;i to )"'Ol tt.t , in &pprcllriJIC H. R. 9822, it 11 rtT wl.ah that 
OporatiODI under tb.ia pi'OYiaioD Jbr double fiA¥ t ... Yaeatl.oD 
U::oo be held t.o an a'beolute mns.-, Mcl that no ~ta 'be 
.,t!'.o lind t.'l .. INIIder t111tl.l ._... Ia a been pruentecl tor 'ItT 
cona1clerat1cu an ~at.ratift rel!'ll&tion flO'IIrn1n;: 111cb 
operationa. 

The Honorable, 

The Secr.tary of t11a 1tuaur;r. 
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Ju~ 2 , 1940 

11 ..... 

Present: 

The French Ambassador 
Mr. Leroy-Beaul1eu 
l(r. Bell 
11r. Cochran 

Ambassador: l'ell, eir, I think I bad '!letter 
let llr. Liro7-Beaul1eu tell JOU the o'bJeot ot our 
v1eit. I will just .ention that I eaw the Secre­
tarJ ot State and epolte to him about the Bank of 
Indo-China and be told me that JOU had 'better see 
the Secretary or the Treaeur7. I told him 1t I fol­
lowed ~ inclination I would go to see the secretary 
ot the Treasury ever7 week, 'but I Just oontaot the 
Department ot State, but I am verr glad to take this 
up with JOU. 

llr. Lezmy-Beaulieu: l'ell, Mr. Seoretarr, we 
came to aee 7ou, ae I mentioned to Merle Cochran 
7eaterda7, about this freezing e1tuation. l'e under-
etand ver7 wall t h e 110t1vee of whiob you have frozen 
our acoounte and we don't aek de-freezing of our ac­
counts , 'but we have soJDe epeo1al dtuation which 
arieee everr day, e1tber for 'banlte overeeae or tor 
our ott1o1ala or nationals in thie oountrr. Mr. Bell 

94 

a nd llr. Cochran went over them verr caretull7 and we I 
know it ' a a great Job and a great deal of work, eo 
we quite understand that tba de-freezing 'bua1neae 
cannot go on ae rapidl7 ae eolll8tilll8a we would wieh. 

I think we can divide that into t wo d1t'terent 
parte. Firat, 'banks, and then what we would call 
t he routine 'bua1nel8. 

Ae far aa banks are qonoerned, we have three 
ca s ee which are very iaportant 'beoauee t hey have 
a l ao poll tical repercuaeione. 'l'bat wae the Bank of 
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Indo-China, and the branohea i n China, 

HX,Jr: Where ia that looatedT 

Mr. Leroy-Beaulieu: Shanghai. 

HX,Jr: Shanghai? 

Mr. Cochran: Yea. 

Mr. Ler oy- Beaulieu: Yea. Shanghai. It' • a 
eort of combination. It i e the Central Bank 1n 
Indo-China. It a1ao 1e our bi g oommeroia1 balllt 1n 
all the Pacific. When people OYer there heard that 
t he Bank waa freezing, eepeoially in Shanghai and i n 
China, of course there wae a little nerYousneaa and I 
think that some of t hese big Chinese merchants went to 
look after their deposita and got a l i ttle nar.oua. 
So we ask you to unfreeze it a a muoh as you could and 
you gave us a 25~ unfreezing of their a ssets here. 

I!N,Jr: That ' s the Bank of Indo-Chin. 

Kr. Leroy-Beaulieu: Yea. 

Mr. Bell: We gave them 2~ of their deposits 
in this country plus any payments thll t might come in 
so 1t ia a revol•ins tund plus 2~. 

Ambassador: I ment i on the Bank of Indo-China 
ia t he sank of Chungking. The Frenoh oonceaaion baa 
about 800,000 people , a1ao the b&nlt of the pollee 
f oroea which insures eer.ioee of the International 
conoese1on. 

HM Jr: What city ia the Bank of Indo-Chin in, 
or 1e ~over? 

Mr. Leroy-Beaulieu: Ita headquarters are in 
Hanoi, That is t he capital of French Indo-China. 
It has branches all over the Paoifio , the bi ggest 
one being , of course, Shanghai, but it baa some all 
over China, all over t he Franoh Pacific Islands, 
New Caledonia, Tahiti , Austral ia and &Yen Califor nia , 
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eo we are nr7 oaref'ul and we were Ter7 oaref'ul that 
the untreea1ng should be aaked only for their four 
eaetern ·branohea and not for their Par1a branches 
beoau1e they have epeoial aooounta for eaoh ot the1e 
branoble. 

Attar you had" untroaen 2~1 the7 eenc a new 
cable 1n which the7 eaid it wa1n t enough, 10 I wondlr 
whether you could not 1Dorea1e that at l ... t for the 
Chi nile branchea, beoau1e it il true that :rou have 
nervouene1s 1n those plaoee when tbe7 know that their 
dollar balancee are frozen. 

!Ill Jr: I a• 11etening to 7ou. I u not tu11-
iar wi~a. Kr. Bell and llr. Cochran are. 

llr. all: Which bank 1a thett \'he IDdo-Chint 
'fhe:y say 2 1e not enought Do the7 ulte an7 auggutiCIUt 

llr. LerorBeaul1eu: 'l'he:y say 1t 1s not enough and 
aek it! we coul not Increase that. 

Kr. Bell: 'l'he reason we made 1t 2~ was in order 
to get some information on the k l nd of tranaactions and 
then when we had that we have better information on which 
to aot the next time. 'l'hey ju1t 11\Y 1 t 1e not enough 
and the:y don't furnish any reaeona why. \'he first one 
was rather arbitrary, in order that tbe:y could operate. 

llr. LeroSiBeaul1eu: 'l'he euggeet1on I made 1e you 
could perhaps ve different treatment tor tbe actual 
Chinese foreign branohe• and the Indo-China itself be­
cause in Indo-China the7 handle the e1 tuat1on better. 
After all, it' a a French p rotectorate. 

llll Jr: What :you are 1uggeating 1a how coul.d he 
diat1~ between tunda which are on deposit here 
which are f or the Benk •••• 

)lr. Leroy-Beaul1eu: Because tbe:y haTe special 
account e. 

llll,Jr: Oh, the:y havet 

Kr. Bell: Yea. 'l'he Indo-Chin Bank baa about 
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taoo,ooo on depoait and we thought we oould gi~ 
them a releaee of eome t200,ooo. Whatever reoeipta 
are added to that would enable them to operate tempo­
rarily until we oould find out 1110re about it • 

.,.'ifi: 'fhe point he' a •k.ing 1a for the JB&in­
lond an e other part ie for eome outlying 

)(r, Leroy-Beaulieu: Yee. Oh1neae. 

HII,Jr: But 1e the taoo,ooo bere eeparated or 
all in one potT 

~eo .i~~~~~~~~~Si: Ko. a bank. 
I think they han a 

Kr. Bell: I don't know. 

HY Jr: Let ' s look into it. Give these gentle-
men a ~e to look into 1t . I get what you mean --
apeoial treatment for the banke in lndo-Ob1na. 

wr. Leror-Beaulieu: No. In China. 
treatment for he bililt in China. 

Better 

HII,Jri • Better r or the onee in Chi~? 

lb-. LeroY-Beaulieu: Yea, beoauae there they are 
competing with other barilte and 1r you don't give thell 
t hey I1J&Y have a run on their banlta . 

~,Jr: Oh! I thought you wanted better treatment 
on the renoh oonoeaaion. · 

Xr. Leroy-Beaulieu: No, I ehould think not. 

Ambassador: The French conceaeion ie in China , 
It 1 e a French eettlement. 

l!)(,Jr: French colony in China. 

Ambaesador: We have a W.nhter of that Oh1neae 
town. Rae about 700, 000 or 800,000 inhabitante and 
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ot oouree a good Ml\7 foreign, ann Aaer1oan banks or 
olube eettled on that oonoeee1on. 

11M Jr: Juet give me your whole et cry beoauee 
I oan 1~. 

Kr. Bell: Let me aek you. 
tor the branobee 1n China? 

Better treatment 

Kr. Leroy-Beaul1eu: I euggeet that. 

Mr. Bell: !bat' s oute1de ot Indo-Cb1naf 

Mr. Leroy-Beaul1eu: !bat' a outdde of Indo-China. 

HII,Jr: •ow, what 1e the next po1ntf 

Kr. Lerofti8eaul1eu: !ben we baYe the BaJtt 
Kart1nlque. Ye you done eometb1ng tor tbeaf 
rrenoh Weet Ind1ee. 

Mr. Bell: I haven't got that. 

ot 
!bat'• 

Mr. Coohran: On the Bank of llart1n1que, we aug­
gee ted that you han one ot the banlte 1n New York wb1oh 
hae an a ocount w1th the Bank of Kart1n1que aublalt a 
11oenee. 

Kr. LeroY-8eaul1eu: D1dn 1 t wef 

Mr. Coohran: I ban not beard of 11:. 

Mr. Bell: I bann' t an:ytb1~ on that. 

RY,Jr: How .uoh mone7 1e 1nYolYedf 

Mr. Leroy- Beaul1eu: I don't know. 

RY.Jr: we -have not an a ppl1oat1on. 

98 

lr. Leroy- Beaul1eu: !bey ban not .ada appl1oat1onf 

~!tl~: •o, I don't th1nk eo. 
l rT1 ng ~oapan7 aa4e appl1oat1on on 
Bank. 
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llr. Leroy-Beaul1eu: 1fell, I aent the• the letter 
I got. 

llr. Bell: They han not -.de application. 

llr. Lero~-Beaulieu: I got a cable cUreot and I 
sen t tbem i11me lately this cable. 

IDI,Jr: There are three th1nge1 

llr. Leroy-Beaul1eu: Yu. Then we have the 
Sank of Syria and du Lrban, which I • •n tioned yuter-
dey to the Federal 1\eeerYe, which o&JM up yeeterday. 
Th1e is the central bank of the tWQ undated territoriu 
and the .atter aroee th1e way. The obeok which had been 
drawn b;r the Bank of Syria on the Rational Cit;r Bank of 
New York, peJ'able to the Chaee Bank, wae not paid b7 
the Rational Cit;r Bank. 

IDI.Jr: !low, if ;rou don't ad.nd, I oan' t get into 
these th1nge. The Ambaeeador wanted to eee • and I 
am always glad to eee h1a , but you are aeking • about 
details wh1oh I oan 1 t handle. Any ti•e the Allbaeeador 
wants to eee ae, I aa delighted to eee hi•, but t h1e ie 
llr. Bell1 e reeponeibilit;r and, if you d on't IB1nd 1 I 
wieh :rou would tRite the• up with h1a. 

·.bbauador: The7 are deta11e and they haYe great 
pol1ti0&1 bea ring. 

1111 Jr: I got what you eaid and during the day 
I will~uee it with Mr. Bell and, if neoeeear;r, I 
will d1eouee 1t with the State Departaent and I will 
g1ve 1t very a erioue ooneideration ae to policy, but 
ae to deta1lei Mr. Lera,y-Beaul1eu ehould work 1t out 
with our peop e, but I get what you mean , and g1Ye .. 
24 hours. 

llr. Belli 11a7 I ea:r , Kr. Secret ary , we try to 
handle thi• ae PrDIIIPtl:r ae poee1ble. llr. Leroy­
Beaul1eu brought 1n a nuaber of -• laet week and 
pr a oticall;r all of the• han been handled on the 25~ 
bae18 that we han had eo far. We tried t o get the• 
out of here oerta1nl;r the next 4a7 1f we oan, 1t we 
han enough 1nforut1on. we try to keep thea openo. t1ng. 
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Mr. Leroy-Beaulieu: Then we have the question 
ot our consulates. 

Wr. Bell: We have released everything where 
we have got an application, haven't weT We asked you 
to put 1n an application tor your consulates and those 
~e have received we have cleared. 

~bassador: We are under the impression that 
1s a very strict ruling. It is very difficult tor con­
sula tes to enforce exactly what is required and to bring 
justit1eations. We don't see really what fears you ean 
have. 

llr. Bell: We have required not only i n the case 
ot France, but every other country, a statement of about 
what each Consulate will need a month and thea we put in 
over-all limits above that so they oan operate within that. 
I think they would like the whole account treed with no 
reports . We have t hought that was a means in which quite 
n lot of funds could escape or some activities carried on 
which we di d not want . 

Ambassador: Are you fix.ing a limit for such 
ConRulates as the German and Italian Consulates? Both 
arc troublesome for internal law, but for our unfortunate 
Coneulatee at Chicago I don' t see really what point, what 
rear, you oan have . You have all machinery to keep 1t 
from getting into German bande and to be used contrary 
t o your interest and we are readY, of course , to help you 
1n that way, but we have no sympathy whatsoever to the 
Germans or Italians , but I am under the impression that 
aome timee your machinery is suoh that really it haapers 
the operation of our Consulate. 

Mr. Bell: I feel it does not hamper you because 
we do give you a license to operate and after we get intor­
mat1on we may go eo far as to unfreeze, give a general 
license , but I think for a while we ought to see what are 
the purposes of those accounts, just like any other. 

Ambassador: Aa far as Oonaulatee, I don't see 
~hy the Germane should use a rrenoh Ooneulate because it 
ia so easy to operate through their own. 
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llr. Leroz-Beaul1~ That ie a queetlon we 
eubmitted toRr. Bell ten ' a ago. 

1 Q1 ... . 

Ambaeeador: Do you think really the Oel'll&l\a -­
when we lt.now the Germane han apent t 30,000 t or certain 
dooUlllent - - we know veey well that they - - I don' t know 
the i'aota, t lo, ooo a month -- they 1'1nd the money all right. 

r ·Ji: I don' t know what partloulllr oaaea :rou 
are rei'err ng o. 

Alllbaeaador: '1'he:r spend money lavishl:r here !or 
their p r opaganCI&. I don't know what f'ea.r you han. You 
are taking IIUOh of' your valuabl e time and eoee or the t1118 
ot our Coneulatee to 1'1nd an existing danger. 

Jlr. Leroy- Beaulieu: The chief' danger ie the 
Bank of' France account and there you have f'rosen it and 
we don' t aelt you t o unfreeze it beoauee there l1ea the 
whOle mcne)' , but when it get a out of' that and goea to 
the Consulate of'f'icea, that part or the money that goee 
there 1e very amall and baa to be u1ed tor r egular Coneu­
late expeneee, eo there I don ' t think you need t o tear a 
great dea l. 

Hlol Jr: We are doing the beet we can. Jlr. Bell 
1e doing q~ a re~~&ritable job and we are all humaD. 11'1 
melte miataltee, but tor the t1ae be1~ I think you will have 
to be a little patient wi th ua and give ue time to aee thie 
thing a little more clearl.J' than we know now. 

Jlr, Bell: I think it will work out too. 

Hlol Jr: I think it will too. Be juet a little 
petient an~ will do the beet we can. 

Ambaesador: I r epeat, I am pleaaed to aea you 
alwau. 'l'liily told me at the State Department, 'Wh:r don't 
you see m:r oolliJ)etent oolleasue• and I explained to hill at 
length and I &lao saw Serle aeveral t1mee. 

oOo-oOo 
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102 

GROUP 1-!EETING 

Present: 

H. H.Jr: 

Gast on: 

Foley: 

H . l~.J r: 

Foley: 

H. M.Jr: 

l{r. Gaston 
Mr . Bell 
Mr. Harris 
Hr . Graves 
Mr . Haas 
Mr. Young 
Mr. Schvar:r; 
Mr. Tbomo sen 
Mr. Nelson 
!{r, Foley 
Mr. Cocbr811 
Mr. lfulte 
!{re . Klotr. 

Herbert? 

No thing , I think. 

Here is another one o r those l etters. This 
vas written by Louie Johnsen to you about 
t he Vinson-Trammell. I t 1e exact ly the same 
as t h e one h e wrote t o the President. 

Incidentally, 1! you g1Te me t hat Vinscn­
Trammell etur r Md marlt it tor the ! arm, 
Mrs . not r. will haYe it s ent uo. 

Fine . Bill. LeTy, Senator 1/agner' s secretary, 
called and ea1d t h e Senator t alked to you 
late yesterday stternoon about a olank tor 
the Democratic olatrorm. The Senator 1e 
Oha1rman or the Resolutione Committee. He 
ea1d he vould like to haTe 200 words by 
tomorrow night. 

That ie right. It 1s a l l done and tin1ebed. 
I told them we coul.d do it just •• well by 
Wednesday or t h is weelt ae a year rrom Vednesda7. 
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Fol!IY: 

H.M. Jr: 

Fol ey: 

White: 

H. !(,Jr: 

Vbite: 

li . I! .Jr: 

VhiU! 

H.M.Jr: 

Coohr1111: 

White: 

Foley: 

4hlte : 

H.H • .Jr: 

Bell: 

H. I!,Jr: 

Bell: 

H.M.Jr: 

Cochran: 

- 2 -

There h a good platt er.- that Ben and Tom 
wrote. 

On JDOne)'t 

llo, it ia the vhole platfol'lll . 

No monert 

No 1110ney in the olattormt lfhat a platfol'll. 

Not yet. 

Well, I took it thAt Mr. Vhite would write 
it and then ve ~ l d baYe a money plank 
seance. George Harrison is coming at 10:30 
tomorrow. Shall vs let him eit in on itt 

Yea, I t hl.nk it probabl)' vould ll&ke him 
glad be ia no longer in the Federal ReserYe 
Board. 

Ke 1e. 

Ke is stayi ng on until January. 

l~ybe he had better not be invited, 

Kava rou aeen Ben1e, Karrrt 

I thinlt eo. 

Let'e ell)' mona)' planlt at eleYen tomorrow 
and all those vho have sn)' interest in 110ne7 
plsnke are invited. 

Merle wrote 1t do~. 

Isn't Merle comi ngt 

Yea, he ia collling, He is coming to guard 
the etabilization tund. 

For an Arizonian, you (Ooohran) ought to 
be a pretty good Democrat. 

Appointed b7 Mr. Br)'an pereonall)' . 

:G3 
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B.H. Jr: 

Bell: 

H.H.Jr: 

Fole:r: 

Cochran: 

H. l4.Jr: 

Vbite: 

H.M.Jr: 

White: 

R. H.Jr: 

" 

- ' -
Well, Ulat; expla1ne a lot. 

All Che Ill Ylr J)III'Ohalll. 

Yee. You baYe been holding out on ue, Xerle. 

Doee that tinhb :rou upt 

'l'bat tiniebee • •· 

I told 7ou Xr. !len troa Cbe t1n1Yereal 
Trading Cor]:)Orat1on vae dow. He bae 
eoae tin to eell. 

Nov look, Mr. Joe Cotton realgDed troa 
Treaeur:r on the )Cth ot June, '!Glob leeYee 
A YaOADOT on the Ex]:)ort-IIrporl Bank, and 
n had a ae etlng tb1• I!IOrning and ve 
unani110uel:r put on Kr. Vb1 te ae a direotor 
ot t he Exporl-Iapol"t Bank, 1nae1111ob ae he 
bae handled the llouCb American etutt. AnT 
obJectiont Motion carried. 

No obJection. 

Would :rou like to <b it, Harr:rt 

Yee, I would. 

I think 70u are titCed tor iC a• well ae 
AD)"bod)". 

Now, this tin, :rou eee betore ell :rou 
gentlemen oaae dovn I vae YerT nob 
intereeted 1n tin and tungeten and I 
41eouued the thing 7eehrda:r vUh the 
Preeidant . Ve want to help the Chinue 
ell ..,. can and theT baYe sot 900 tone ot 
tin 1n In York nov, Uninr•el 7ra41nc. 
Incidentau.,., it 11 water OYer the daa, 
but it we do an:r buelne11 vUh Chiu, 
Uni Ytreal 'l'radl. ng 8oiiJMIIT 11 - I would 
undervt1.te th•, and thie Xr. Lu 11 Yer:r 
1\Uietlonable a• to hie bueineu etbice 
and UniYereal dow here protute4. Attar 
all, UniYereal hal sot Cblnue people and 
our ow oeople 1n 1 t . 
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tlelaon: 

R.M.Jr: 

llelaon: 

!l. ll. Jr: 

llhit e: 

H. M.Jr: 

Vhlte : 

H. M.Jr: 

!lelaon: 

H. M.Jr: 

Nelecn: 

!l. li .Jr: 

White : 

llelaon: 

H.M.Jr: 

Neleon: 

li. !I.Jr: 

- ~ -

Ve got the Hat trom the Munitions Board 
yesterday, and t here ia about nine million 
dollars worth ot tungsten. 

Th1a particular thing i~ t1n. 

Tb.nt will be handled by RFO. 

All right. Can somebody give me a memorandum 
t hat I can give to Mr. Jones at lunch? W1l l 
you do that , Harr;r7 

With respect to tin' 

Well, give me the statue ot Univer sal, what 
they have on tin, eee, and I woul d like to 
give it to Mr. J0 nee tomorrow at lunch. 

Ia t hat 12! million dollars allocation tor 
tungsten no longer in poinU You were going 
to reserve twelve hundred million dollars 
out ot the Procurement tund. 

Well, Mr. Nelson was in on the deal. He hae 
ottered to buy all ot t he tungsten and antimon:r 
in Indo-China. 

All the Ch1neee Government hae there. 

\fh1oh would cerh1nly --

There were s1x thoueand tone ot tungsten. 

We only agreed t o talte tiTs, didn't we, 
li&rryT 

I agreed to take tive mill i on doll ars worth. 

This will be about t our 
thia six thousand t one. 
whet her we have 1t. 

mill i on dollars worth, 
We don't know ;ret 

Oould you give the man next to you a little 
memorandum on it' 

Yea. 

So I can giTe it t o -- what we are doing on 

!OS 
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H, J{,Jr: 

Nelaon: 

H.M.Jr: 

Bell : 

H.M.Jr: 

Bell: 

H.M.Jr: 

Nel eon: 

H. M, Jr: 

Uelaon : 

H.K.Jr: 

Neleon: 

H,M,Jr: 

- 5 -

tbat, eo I oan give that to110rrow t o PurY111i, 
you eee, and e-r, •Yell now, Mr. PurTle, I 
oondder 1t t h1e deal go .. thl"'ul!b 1117 
obligation to 70u on tungeten ie completed 
tor the 7ear. 1 Now, I will be glad t o do 
t hat . 

But tin 11 J ones. I will take oare ot h1a 
at lunoh. 

'l'1n, rubber and mangAAeee t or J onee. 

Yee. I vas reading about it. Have 70u (Bell) 
heard troa J ones, hov he 1e going to finance 
those corpor ationet He ie tal.Ung about 
selli ng stock 111 thea. 

No, I have not . He ellid he r eall7 didn ' t 
need liNCh mone:r. 

You are go111g to give 1111 a ~~emo, a ren ' t 7out 

Yea. 

Got an;rthingt 

8irt 

Have :rou go t an;rth1ngt 

Yea, air , I wanted to t ell 70u tbat we are 
beg1.D.n1ng nov to get a lot ot req11eete tl'Oa 
the 8outh uerinan Ooverrmente and tl'Oa other 
Oovemaente tor 111W1l.t1one. We had Chile and 
Venezuel a. We bave got North Mr1ca oo-1ng 
111 tod-r. 

Have :rou got Ca eablanoat 

t .. , e1r. We bave got the Netherland• 
Legation. There are quite a tev ot thlll 
beg1.nn1ng to pile up. I han handled th•, 
but I aa telling Mr. Young about thea eo 
he oan take thea up . 

Good. Do we obarse :rou rent 111 :rour 
quarters t 
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Neleon: 

K.M,Jr: 

Neleon: 

R,M,Jr: 

Neleon: 

H.K.Jr: 

Young: 

Poler: 

H. M.Jr: 

- 6 -

Yell, DO 11r, JOU oan 4ook 1Q' lal&rJ tor tbl 
rent:. 

!ba~ 11 fa11' e-p. 

Yell, baYe we an:r'h1DC t:o Hll t:o OhUet 
Ye &J'e all ou~ ot 1eoond ball4 MJ'ObaD4111, 
aren' ~ wet 

llhllt ther are attar now &J'e new IIWl1~1oD8. 
Tbe7 are after thea pr1no1pallJ tor tra1n1ng 
purpo 1e e. You aee, we want e4 80me ant1-
a1roratt gun1, but aoaebodJ, Mr •• Beoretai'J, 
11 going to baYa to salta a pol10J on that 
thing beoau .. the War Department: oan't aupplJ 
thea, the N&YJ oan 1 t aup!)lJ ~bea, and unle .. 
the pol1or h oaade t:beJ juet will wa1t two or 
tb.ree Jllll'l t:o get thea. 

It JOU t ellowe oan l1ne it up, and Phil 11 
ool!lp].aining be baan 't got enoup to Go - U 
be will g1Ye ae a memorandua on 1t eo I oan 
read it, I w1ll ti'J t o go --

I have been haYing Mr. Young ait 1n on all 
ot them 80 be la tas1l1fl' with thea. 

I vill trr and eee the "Big Ybl~e Patner• and 
8ee if 1101 will g1Ye se a pol10J. 

You (Poler) are going to ~ake oare of that 
law bul1ne1a. fbe HaYJ ..,, now under tb1e 
new law tber can't 4o an7'b1ng, tbell' haDda 
are tied, and tbe7 &J'e ooa1ng 1n at n1ne 
tOSOJ'J'OV SOJ'D1ng. 

Phil, will r ou aHt Mr. Pole{ and Xr. J'oler 
meet Xr. Young before nine o olook toaol'l'Ow 
aoming on wbetber ~be HaYJ oan or oannot 
do 1111 110re napping. 

I ben alreadT etarted t:o oheok oa u. 
KaYe JOU ollaJiae4 t:hat eleYen o 1 olook IIPP01nt:­
-t to.ai'J'Ow aol"D111C tor Cbaabel'la1nt 

~' 

!07 
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H.M.Jr: 

Foh:YI 

H.N.Jr: 

Young: 

H. K.Jr: 

Sohvars: 

R. M.Jr: 

Schwarz: 

H. M.J r l 

Soh wan: 

H.M.Jr: 

Schwarz : 

H.li. Jrl 

Schwarz : 

H.II.Jr: 

Bell: 

Vhl.te: 

Schwarz: , 
1ih1te: 

Foler: 

H.l(.Jr: 

- 7 -

Vell, didn't J'OU .. :t 70u w" going to put 
doWD the platto~ at eleYent 

Proteeeor C~erla1n at eleYen to tvelYe 
to1110rrow. Let' a do 110ne7 d ho th1rt;r. 

Olr.q. 

Ph111pt 

No e1r, I haYe no probleu. 

Cbiolr., laet night I referred Mr. Felix Bela1r 
t o ;rou. 

He didn1 t oall, but John Crider did. 

llbat -• hie wor1'7t 

He wanted t o lr.now more about taxee. 

And ;rou told h1mt 

Yea. 

And Blr.1p Gordon t 

I wae jus t go1ng to aelr. about that, thllt 
IIJBterioue ah1p arrinng with gold at 
Belt11110re l aet night. 

Another one! 

It had no flag an4 no nue. 

Laet n1ghU 

Arrind laet n1ghU 

Vee that the Norwegian ehip that the7 -­

Yea, Norwegian ah1p. 

Vith nine a11lion dollaret 

Allother one. 

lfo, 1t ia the ... e one. You don't 1r.11cnr 
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I! .M.Jr: 

Sobwl!.l'f.: 

I! . H.Jr: 

Uotz: 

1!, K. Jr: 

Soh Wl!.l' f. : 

H. H.Jr: 

llaae: 

H. M.Jr: 

Haae: 

H. M.Jr: 

IlAne: 

H. M.Jr: 

Haaa: 

H.M.Jr: 

Haaa: 

- s -

anJthins about 1 t. It 1a a llal'Yeloue etol')'. 

TbeJ think 1 t went up to lew Yorll: 1D a 
epeo1al railroad oar. !heJ ba•• sot tbe 
..:~unt and theJ eu81)eot 1t 1a a JorwegiaD 
abip, but theJ oan ' t pro•• it. 

Well, let th• d1s. What eleet 

!bitt 1e a ll. 

I thought the tax etoey, e•erything I read 
todaJ , I woe very muoh pleated with the Wll1 
1t went ott. 

I th1nii: .Jeeterdar'e p reea oonterenoe took 
oare ot t hat . 

I hope I d1dn 1t 8'0011 anrth1Dg. 

It h elped a l ot. 

Georgef 

'l'heee new orders are now a bout equal to the 
high 11m1t ot last tall (handing report to 
secretary). 

How many engines did Allieon make laet weell: , 
Georget 

E1gbt. 

TheJ are elipo1ng, aren ' t theJf 

From ele•en to eight. 

No wonder Mr. Sloan didn 1 t oall me th1e 
weell:. Eight. 

Yea, eight. J:l enn had b een -

!he high •tar aarll:. It 1e terr1ble. 
1:1gbt eng1n"l It 1e t;erri'ble. Do I get 
that t odayf 

I eent 1t 1n about t en t1tteen Jaeterdar 
morning. 
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!l . t~.Jr: 

Haae : 

H. M.Jr: 

Haae : 

H. M.Jr : 

H . ~-!.Jr: 

!larr1e : 

Gaston : 

Hnrr1o : 

Gast on : 

R. !-!.Jr: 

Gaston : 

!1 . !-! .Jr: 

GMton: 

l! . !1. Jr: 

lllU.te: 

- 9 -

You were tlllking about the All1aon report' 

You sent it in nt ten fifteen' 

Yeo. 

Speak to HcKay about it. It 1a most l1kel:r 
on me. But eight last weak? 

Eight. 

:Snail? 

The Mar1 tilDe Coaa:11aa1on has disapproved the 
charter or six Aoerioan tankers to Spain. 

ilell, t h e.t ougllt to go into my l etter t o t he 
Pres i dent. Will :rou get toget her w1 th 'Basil? 

Yea. 

\te are getting off a lot of these fellows 
by reason of the f act t hat they have t o 
a-oply to the J.!ari time Co0lll1&aion tor tm:r 
sub-chartering or anything of that nature. 
•fuen they come in t here, we a re beginning 
to turn them down. 

Those are American ah i pa . 

I v~s asking about t hese too. How soon will 
we have that? 

I Just d1dn 1 t get a cherc e. 

Weli , wi l l :you? I mean, t hAt gives you 
anot her piece of t he pioture. 

Yea, I knew they had laat week refused to 
charter a couple or ships. 

Herbert tells me two tankers have sailed 
tor Bpa1n in the last rev da:r• with oil. 

\!hat is going to be the n rooedure with respect 
to the information ve get from the docket 

1 . iJ 
·.I. 
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J!.M.Jr: 

\lh1ta: 

K. M.Jr: 

Vh1te: 

H. Y...Jr: 

Gast on: 

H. M.Jr: 

l!a.rr1a: 

H. M.Jr: 

Oaaton: 

Ha.rrh: 

H. M.Jr: 

Rarril: 

Oaaton: 

H.M.Jr: 

- 10 -

Sba].l we Juat fol'Vard that .. ter 1al nov 
to Mr. Ge.aton, on oontrol of nporta, vbo 
1• going to --

It 1a th1a new oolllll1ttee of Oolonel Muwell 1 a, 
1en't it! 

That, I gat hered, blat bow - are we goillg t o 
oolleot an:r 110re information or if oolleote4, 
whom-

Let Norm&n Tbompaon ei t dovn and work that 
out. I don't ll:nov enough about it. You pioll: 
it a.l.l u? , will ;rout You a re talking about 
machine toole &nd &ll that etufft 

~ ia included. 

Nor'IIAD, oioll: it up and eee wtu\t U locka l111:e , 
will ;rout 

All those lllllteri&la will haYe to han permit• 
too, t o be exported. 

'l'hat is run by Maxwell from nov on. 

You me&n it will be run by Maxwell. 

R.1ght. 

There eeema to be eoae c ontua1on about 1dlo 
1t ia run b :r now. 

It ia going on da;r atter d117 after da:r aDd 
all the action that we had in the ~&et ia 
sti ll i llegal and the:r still haYen t paeaed 
that l aw. The amount of atuff that 1e goi118 
out to Japan and theee other oount r 1ee 1e a 
t remendoue Yoluae. 

You aean 1t 1a at111 go1ngt 

BUll going. 

The proolaaAt1on ia t o be a1gned toda;r to 
be effeotiYe Fr1da;r. 

I tbought he aa1d the l aw --

lll 
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Ho.rrin: 

Ci•eton: 

llh1te: 

H. :I..Jr: 

H~rr1 a : 

Gnaton : 

H. r<.Jr: 

Hnrr1e: 

H. !!.Jr: 

Hnrr1e: 

H. J.!.Jr: 

Hnrr1e: 

ct..aton: 

H. I!.Jr: 

- 11 -

I don't know. 

The President is to sign it &nd the proclamation 
is to be ettective ,riday. 

Doesn ' t t he Treasury come in et one ooint in 
the admini str ntion ot it? 

•ell, the Customs collectore , ot course, had 
to r efu se clearance to any ot t hese materials 
listed in t hat proclarnnt ion unless they have 
an exoor t l i cense after Friday. 

You had better pull it together, will you, 
Norman, nlease? I thought that the Nnvy 
vas holding up all r eally i.mportant machine 
tools that were leaving the country. 

I wil l say t hey vere. 

lie are holding t hem up n t the request or the 
Navy. 

But notwithstanding that, there is a lot or 
stuff going out. 

There i s a great deal o r stuff that it is 
jus t questionable whether you want to keep 
it or not. All t his scrap iron, ingots, 
molybdenum, nll kinds of etutt. 

Molybdenuo i s l eaving the country? 

Yee , I have given you notes on it from time 
t o time . 

Yes, but nothing -­

Well, fairly sizable. 

Those netals are on that l1et or which the 
export 'Will be orob1b1ted after the t1tth. 
It 1a going to be ooerated ~inly in the 
St.,te Dep~~rtaent by. Green in the Division 
of Control. 

1irbere will llaxwell be? 
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Gnst on: 

H . :~.Jr: 

Gut on : 

H. M.Jr: 

~~~aton: 

1! . V..Jr: 

'ilh1 te: 

H. l<.Jr: 

'lih1te: 

F.. J.!.Jr: 

VlUte: 

H . :~ .Jr: 

- 12 -

1-!axwell, according to the underetanding and 
the oroolamat1on, 1e to give oerta1n directive• 
ae they are called, to Green, but thet told me 
reeterdat that he i e not to paee on the 
individual applications ror permits , that 
Green ia to paae upon th•· 

Who i8 the liaison mant 

Maxwell. That i9 hie sole !Unction, i9 liaison 
oan between the various departments and Joe 
Green ot the St ate Department. 

Well, I recommended to the President that he 
put it on either State, Army end Navy or 
Commerce, end he turned me down. 

It i s e wondertul end weird eyetem. }~. Berle 
expressed hie great d i sgust to me over the 
phone lest night. 

Evidently you have got company, B~sil. 

Anything else? 

Harry? 

I would like to have a sentence drafted to 
include in the report t hat is going to the 
Cabinet with respect to t o re i gn exchange end 
monetary l) roblems. I have n 11entence drafted. 
I -can either reed it now and you can ce.s8 it 
or --

Reed it. 

"The Treasury Department 1e prepared at once 
to initiate a orogram tor longer term co­
operation in the establishment, strengthening 
and improvement or monetary and exchange systems 
and institutions or the oountries in th1a 
Hemisphere. • 

ilbat 1e the matter with that? 

That 1e 

lfh.T are you arrn.1d or it t 
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1/bite: 

R. M.Jr: 

Whit e : 

Bell : 

White: 

Bell: 

11b1te: 

H. H. Jr: 

White: 

Bell: 

H. M.Jr: 

White: 

Bell: 

H.K.Jr : 
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I aa not atraid ot 1t 1t 1t hae :rour 
approval.. 

Dan, oan :rou Pell anTthing wrong w1 th 
thatf 

Bbal.l I read 1t over againt 

llba t reportt 

Thie 1e a report that 1a going to thie 
Ca~1net Comcittee. 

11ell, are JOU prepared, ~n :rou •&J :rou 
are prepared? 

Yee, eure ve are, but thie ~~~eane an aooeptance 
ot the w1ll.1ngnesa to use -the tund tor 
etabilizat1on purposes. 

Then read 1t over again. 

"The Treasury Department ie prepared at onoe 
to initiate a program tor longer term cooperation 
in the eatabl.iabment, strengthening and improve­
ment or monetary and exchange sratems and 
institutions ot countries in thia Hemiephere.• 
That implie·a or euggeste poseible gold alone, 
stabilization loans, out ot the etabilization 
tunda. 

Tht!t 11 what 1t i mpl1ee. I juet wondered 1t 
:rou are pr epared to do that • 

Vh;(t Yea. 

That is what the tund ie tor. 

Are :rou nrepared to initi ate itt 

I looked up this letter in which I said, in 
November, 1938, praotioal.l7 wo·rd t or vord 
what that ear s. I w1ll paee on that and I 
w1ll read what ve eaid in Nor em~r, 19)8, 
on tht!t. Vhat eleet Let ae paee :rou alld 

_ooae baok. 

Baroldt 
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Bell: 

H. M. Jr: 

Thompson: 

H.I!.Jr: 

ThoOilaon: 

11h1te: 

H. I!.Jr: 

1fh1te: 

( 
Cochran : 

Thomnaonl 

\Jlll te: 

H. H.Jr: 

Harr1a: 

H.H.Jr: 

- 14 -

Nothing. 

In view ot the tact that Philip Young bae 
now been put on tbie oomm1ttee ot three to 
handle foreign munition ordere . - well, be 
oontaota Joe Green anJWay. Do I have anybody 
now oontacting Joe Green? 

Young doea. 

Th1e takes Cotton's place? 

Yea. 

We have socebody on the Munitione Control 
Board who ia opooaite Joe Green. 

That is me. 

You are the ' member, but Oairne waa the laat -­

Mr. Harris aat in on it. 

Mr. Harris bad a apeoitio meeting and Oairna 
baa had the reat. 

It 1s mostly legal matters. 

Doea 1t make any difference? Do you oare 
about that over there? 

No. 

I didn't know. He (Young) ie eeeing Joe Green 
&ll the t 1m e. 

This 1a what I aaid 1n October, ' 3S: 
1The extension ot credit to Lat1n Amer1oan 
oountr1es. Our neighbors to the South are 
eorely 1n need ot oap1t&l and commerce to 
enable them to develop the1r resources tree 
from foreign i nter vention. Unleee we aeaist 
t hem, they will become a helpleee field t or 
nolit1oal and eoonom1o exploitation by the 
aggreaaor natione. Nov, after the Munich 
A8reement, we IIIAY expect that Gel'!llany, Italy 
and Japan will become bolder snd more etteot1ve 
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llh1te: 

I!. M. Jr: 

\lhi te: 

H, X.Jr: 

1/hitc: 

R. M.Jr: 

If U ta: 

H.H.Jr: 
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in their atteapte to eetabliah areae or 
econoaio and ?Qlitical ·~ort to the 
aouth ot ua. Ve oan atop thAt penetration 
b7 an intelligent uae ot a amall proportion 
ot our enor1110ua gold and aih·er holdings. 1 

I wrote thia in October, 1938. 

•The meaaur e a we 111a7 adopt can be deY eloped 
aa the specific ocoaaiona requiring aaaiatanoe 
111&1 arise. Ve haYe ••••ral euoh occaaione 
betore us rigbt nov: Brazil, Cuba, Mexico, 
Peru. The detalle or aeaietMce can be worked 
out in conJunction v1th the repreaentativea ot 
thoea Go•ernments, but it ie tirat neceeaarr 
that ve accept 1n principle the need tor 
poait1Ye action ot thie kind aa a part ot 
our "Good Neighbor" polior.• 

Yell, I sar up here earlier, 1 We can atop 
that penetration b7 intelligent uae ot a 
small proportion ot our enormous gold and 
silver holdings.• To be consistent, I 
don't think this thing ia any different. 
I went further. 

There is a suggestion in the proposal which, 
in the light ot something you aa1d there, 
a suggestion ot a loan to Mexico or aUYer 
bullion to be repaid in s11Yer bullion. 

I Just malta one oondi t1on, that it ve get 
into this thing, that the Treuurr ie 
responsible to the President ot the United 
States and nobody elee. Otherv1ee, I won't 
do it. 

Well, the Treasury ia orepared. 

A.l.l right. What else, Harrrt 

That 1s all. 

AJ.l right. 

Then I 111a7 tell them that rou are aa~iatiedt 

And JOU (Nelaon) v1ll sit with Ul 88 LO!Ig 81 
VI house ,-ou. 
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Nelson: 

H.U.Jr: 
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• • 

fbaDk )'OU. 

It )'OU enjo7 the ... ,1nce. All r18b*, 
genUu.n . 
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Wor.Hon baa ho ... recdn4 tro• eo....,e•J", oricb 

5aA FruohOO, tbat J&p&IUIII tra4era baTI ntCdTI4 wr4 

trom TokJo to place all war rlok lnouranoe on ahip .. nte to 

Japan 1n thh OOUDt%7 1netea4 Of vl.th Jt.p&AIIe 0oTirD.aDt 

pool •• heretofore. J. reliable intor.ar cono14ero thlo a 

••f'1 otronc 1n41cat1on o! l.JapeD41Dc trouble ol~~ee looo 111 

t orel.cD exchanp 11 oi ... blo. 

(lec'4. b7 phone troa Coaaan~or Tbo.poon - Jul7 2 , 194o) 
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RS TfltlASURY PLoUIIt IW 
DEIIOC AATIC PLA.TPORII 

.TuJ.7 ~. 19~ 
21~6 p.a. 

Proaonta 

V<b i tO I 

H.'I. Jr: 

t•b1to: 

POlO)" I 

Tlhi toa 

H.li! . Jr: 

Ill". 11hite 
)(r. Cochran 
lfr. Schwan 
Ill'. Poley 
Ill'. Bell 

Thie ie a Little long on the aeaumption it 
could be triDled down. 

'"''• of the Democrati c party continue to rogaro 
money aa tho servant, not tho d i ctator, of 
public policy.• 

(Mr . Bell. entered tho conference ) 

Come on 1n bore, you Democrat from Ill1noia . 

-wonotary power , like political power, belongs 
exclusively to the people - -• WhJ don ' t 7ou 
spell eoople with capat • • • • • and not to tho 
banks. tll)y don't you aay the utility magnatoet 

"We therefore advocate the retention 1n the 
hands or tho American people and 1ta Oovorn­
mont of ettectivo control over fllndaaental 
national monetary and banld.ng policy and we 
~mqual1tiodly oppose tho surrender ot any ot 
that control to private 1nteroata. • 

I thoug)lt Danny would like that . 

Exclua1vely to tho people. 'Ibat 1a onoug)l. 

'lbat 1a one sentence -re than I tboug)lt 11t1Uld 
be lett. 

VIe will go over it aga1n. 

"We advocate tho continuance ot tho monetary 
policy ot the laat eight yoara. 'lbat policy 
haa made the dollar the acundaat and moat 
desired eurrenc7 1n tho world. • Boar I Hearl 

"We 1naht upon ..,.tar)" praparednoaa aa an 
integral part ot national p raparednaae and 
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1\'hite 1 

H. l.l • .Tr1 

SchwarZ! 

Schwarz: 

l'lhlte: 

tlhite : 

Bell: 

Pole)' : 

l'lhlte 1 

- 2 -

r e ject tho premature acrapp1ng ot the ad:dnh­
trat ive powere noceaaary tor ettectiva and 
apeedy action to protect our roreisn trade 
and i ntemal econolll1c stability 1n a violentl:r 
di atutbed world." 

Shouldn •t that laat sentence end with a question 
markt Now, th1a ia marvelous . 

"ne 1naist upon retaining neceaaary acope tor 
executive judgment and d iscretion 1n order to 
effectively adapt the pol i c iea laid down b:r 
Congress to changing conditione. • 

'!.bat 1e 1n the Republican platform, to take 
away the -

'!.bat 1s all right. 

We don't want to aplit inf1nitivea, do wet 

Oh, a couple will help. Af ter all, lfe are 
the people . 

Stop boasting . 

The power to aplit infinitives belonga t o us . 

You know, we have got three aentencea starting 
with ... e . • 

I know. You al-)'a atart thea a l l with .,... -­

Put "the)'" 1n. 

There are a lot of •we 1 a • 1n the Republi can 
platform. 

It ia all "we , wela" there. 

I didn 1 t know they had a wet plattol'lll. 

Aa tar aa )'OU can aee all the wa:r down there, 
it ia all, •wa, we, we .• 
I thought we had aettlad that haue. 
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Bell i 

H. K. Jr: 

Bella 

a.: l. 1r: 
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•'l'be oaooratio Pal't7 lnahh upCIIl -1nta1n1nc 
the doUar at tul.l p&l"lt7 with gol4 tor all 
lositiato 1nteraat1-l tND .. ot1-.. Baobcl 
bT ablmdaDt otOC. ot the preolcru •tale end 
anar4e4 bT the Stablll&atlon PUn4 apinot 
opeculatlYe ra14o end tluctlatlono 1n the value 
ot rorolsn eurrencloo , tho dollol' baa withstood 
and will ocnt1nue to wlthotand tho eonl'oat 
teats. 

"We support cont1nulns rt'M'"'naUon ot our 
IIODOta1'7 pollc7 and adalnlotrat1on bT appro­
pl'late Ooft81'••o1onal oc..tttooo 1n tho llght 
ot rap1dl7 chanslns W01'14 con4lt1ona. 

"We pl'Opoeo to use our gol4 and ethel' tlnanclal 
Noourcoo tol' eve gNatal' ottol'to to -1nta1n 
1101'ld trade, to suaJ'd the wootel'Jl healapbeN 
aplnot the lnaaralono --• What ld.nd ot a .,1'4 
1o that! 

Inc1e1ono. 

It 1o a good 1101'4. 

You don't - 1nc1a1ona, do )'Out What the 
hell t WhoeYOl' Nado tbb 

(D1acuea1on ott the l'ecol'd) 

WheN WOI'O WOf 

But to tho loot parasnpb. 

Oh, 7"•· ... plods• ouraolvoa to continuo tho 
hlotol'lo ~crat1c Part7 pol1c7 or aatogta1'4lng 
tho eaYlnga or depoaltol'o and lnveetol'a. Al1'0ad7 
$2S b1111ona ot depoolto, belonging to 60 a1111on 
depoaltoN, ban been lnaUl'ed agalnat loaa b7 
action ot the pl'Oeent Doaaccratlc ~1atrat1on. 
OUr baoklns 070t- baa been cleanaod and atl'Ong~ 
ened. • 

You don't want to a&7 •• took thea to the dr7 
cleanen, do 70ut 

Regraded Unclassified



Boll i 

a.u • .rr: 

Pole:~: 

H.II. Jr: 

lhite: 

H.II.Jr: 

\'h1te : 

-. -
Subatantla1l7 oleanae4. 

"Evel'1 e1'1'ort baa bean Dada to prevent a1a­
repreeentat1on 1n tha taauanoa ot new aeourt­
Uea. Wa are deteroatne4 to kaap our national 
credit and capital troa ap1n ba~ the 
pla7thing or private intereata and apeoula­
t1ona, • 

( D1aouaa1on o1'1' the record) 

Where were wet 

Laet paragraph. 

"The objective or our 110netal'1 pol107 ..-tne 
a higher national 1n- and fUll a.plo,_nt, 
To thie end, we advocate mak1na our ablmdant 
ored1t and capital an.11able at reaeonable 
1ntereet ratea to the 1'araer, the boae omer, 
and the buainesiiiUD allke. '!'he neoe .. 1t7 o1' 
ach1evin6 rapi d and economical industrial ex­
pane1on tor national defense malcea the -1n­
tenance ot a pol107 ot reaaonable interest 
rates more vital than ever before,• 

Aren't 70u going to sa7 we advocate the con­
tinuation or abundant cred1t t 

Yee • continuing to --

Yee , eooetbin6 llke tbat. 

"!be neceeelt7 or acb1ev1ns rapid and economical 
1nduatr1al expanaion tor national detenee .akee 
the -J.ntenance ot a pol1c7 or reaeonable interaat 
ratea more vital than ever before.• 

Look, I could att and arfue over thh thing tor 
a couple or da7e and moet 11kel7 would be onl7 
words. I don't want 1t to go up over fll1 signa­
ture , Can ' t 70u just eort or drop 1t in hla 
lap and then runt 

Oh, 78S. 'l'hta 1a b7 DO sanae a 'l'reaau1'7 product • 
Arter 7ou make wbataver obance• 70u want to .aka, 
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H. ll. Jr: 

Boll: 

ll'hitel 

Boll: 

T.blte : 

Boll i 

H. U. Jr : 

Bell: 

Foley: 

I! . IJ . Jr: 

Fol ey: 

H. M.Jr: 

'llh1 te 1 

- II -

we will just gin it to hila u a euggeet1on, 

What 1e 70ur ideat 

What is the laet eentenoet 

What is the last aentenoet 

Yea. 

"The neeese1tr 
cal induatr1a 
makes --• 

or acbieY1ng rapid and econosi­
expaneion tor national defense 

• ... the maintenance ot a polloy ot reasoD&ble 
interest ratea more Yital than ever be tore. • 

Some ot that ie --

That waa cut, he aaid. 

That 1a where the 1noie1on took place. I 
suppose, •dash" marke the spot. 

Ur. Secretary, th1e 1a the baaia tor so much 
ot the plank aa would deal with monetary 
pol1c:r. I should think that the Tre&aUl"J 
plank, 'llhich I understood he aaked tor, would 
go farther than th1e and involve tazat1on, 
involve the bu4set, 1nYolve things that --

What are you going to do , come out tor a 
balanced badgett 

You ban got to say ao!'leth1ng about it. I 
thought that was 'llbat he wanted. That was 
what Phil sa14, he wanted a TreaiiUl"J plank 
which would include tazat1on. 

No , that isn't what the Senator told me. He 
wanted a monetary plank. What tho hell can 
you say about a budgett 

It ia beat to aay nothing. Did the Republloane 
aay anything about i U 
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B. II.Jr t 

Bolli 

White I 

Bolli 

Whlte1 

H.W.Jr: 

'llhite: 

H.W.Jr : 

l'lh1 te: 

Foley: 

H. ll. Jra 

H. II . Jrt 

l'lh1te 1 

H .~. J"r: 

l'lhite t 

ll . !.I . Jr1 

- 6 -

No. 

It speaks ror 1taelt. 

The budget ape&ka r or 1 taaltf 

Yea . 

The accent 1a loud and red. 

I think you ought to aay thh. I tb1nlc you 
ousbt to say soaeth.ing about -r 1111ll1o~a. 

Wouldn't that be under tax pol1cy1 

Who 1a going to say that 1t we don ' t! 

Well , the Trea sury ought to - -

Excess prori ta tax, the elimination ot tax 
exemption. You want to get that in tberef 

War 1111ll1ona1~ea, sure. 

Well , they have a whole aeot1on tor taxes, 
do tbeyf 

U they did, they would be aaldng ua. I 
tb1nlc you ousbt to bring in tha war baby 
theOr)' and the excess prot1ta tax. 

Want to tr)' a band at a aeot1on tor taxeaf 

I don ' t want to try 1t. I don't want t o 
play, but I think 1t aome ot you hllowa 
could put in a little something - I &Ill 

going to leave here in about an hour. 

rlell, 1a there anything here that you take 
violent objection tof I auapect 1t wi ll 
be trimmed and trilllfted. 

That 1a What I r1gure . Marla , di d you cat 
violent about &n)' ot thief 
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cochran a 

Bollt 

White : 

H. loi.Jrt 

Schwarz: 

H. loi .Jr: 

Schwarz a 

Bella 

H. ll. Jrt 

Bella 

B. li. Jra 

'llhitea 

Schwarz: 

ll . lo! .Jrt 

T~tltea 

Bell: 

Y,bitea 

- ., -
I adalre it aa a 4-t eo .uoh I c&D't 
object to it. 'lhia th1na about "baolte4 b7 
abundant atocka of the preoioua •tala, • 
I m1(!ht prefer aingular lettere, 

Bither that, or put in, •including ailver.• 

Including a1lvert No, that 1e one of the 
prec1oua metala. 

arlck, have 70u got az>TthiD&t 

Juat one line 1n the next to the laat pare­
graph. •our banking a7atem baa been cleanae4 
and atrengthene4. • I think we could iaproft 
that. 

Wouldn 1 t it be well to figure over the laa t 
aeven and a half 7eart1 there have been onl7 
three bank failureat 

'lba.t 1e right. 

Vlell , h the place for 11tat1at1cat 

Sure. 

.t.a evidenced b7 the faot that --

During the laat - ' :53 to date, there han onl7 
been-

'lhere have beeo onl7 three banka, whereaa the 
ei(!ht 7Ml'll prior to that there were about - -

\'le intend to -1nta1n t h1e record. 

You give 1118 t11118 and if :i: put rq aa1n4 to it, 
I could give 7ou a coupl~ ot good 14aae. 

We have got until convention. 

Ot COUl'lle 1 7011 ai(!ht e&7 aQIHthing •• 

We don ' t haft to give hla th1a toda71 do wet 

125 

Regraded Unclassified



! oloy: 

. r: . Jr: 

"ole;.r: 
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He would like to have it tonight , but he 
doesn't have to have. 

We cnn give him o. preliminary copy . 

1'/e have got three things , taxation and 
public credit and public spending. 

\~o.t do the ~epublieans say a bout that? 

on t axation, they say, "Public s pending is 
trebled under t he !low Deal , While tax 
burdens have doubled. . Euge tues are neces­
~ary to pay for !lew Deal .:aste and neglected. 
national de f ense. We shall revise the te.Jt 
systen and reoove those practices which im­
pede recover;r and shall a pply polici es Tlhich 
will stimulate entorpriee . \!e shall not use 
the taxing power as an instrument of punish­
ment or to secure ob jecti vos not othentise 
obt v.ina ble under existing law, IIi th urgent 
need f or adequat e defense , the peopl e are 
burdened by a direct and contingent debt 
exceeding 50 billion dollars. 29 billion of 
th is debt has been created by !lew Oee.l bot•row­
ing during the past s e ven years . 1'/e pledge 
ourselves to conserve t he public credit for 
all essential purposes by l e vying taxation 
suf ficient to cover necessary military and 
civil e:xpenditures . A substantial part of 
tho defense cost in the interest and ret i re­
cent of the national debt. 

•:allions of men and wooen still out of 
work aft er seven years of oxcessivo sper~­
ing refute tho liow Doal theory that spending 
i s tho r.ay to prosperity and jobs. our 
Americans 1n private enterprise who are per­
mitted to go to work can rapidl y increase 
the wealth and s t andard of living of all the 
people. Ue solemnly pledge that public ex­
penditures other than those requi red fo r 
future national defense needs or relief 
shall be cut to l e vel& necessary for the 
easent1al servi ces of Government ." 
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H. M.Jr: 

Bell: 

Foley: 

?oley: 

':lhlte: 

Poley: 

llhite: 

li . ll.Jr: 
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Here is what t hey eay on ~ney. 

•The Congress shall ? roolaim ite constitutional 
powers over money and withdraw the President' s 
ar bitrAry author1 t y t o mani pulate the currency 
established by metalliem, issue redeemable paper 
money and deface t he gold anel sHYer coinage. 
We shall repeal the Thomae lllllendment of 1933 
and the Foreign Silver Purchase Act of '34 
and take all poeeible etepe t o preeerve the 
value of the GoYer nment 1 e huge holdinge of 
gold and reintroduce gold i nto circulation. 1 

llell, I thlnk Harry has done a pretty good 
job. I thlnk rou ought t o ear eoce t hlng -
1t rou are going t o eo.y eoaet hing about taxes, 
I thlnk rou ought to ear aomet b ing about 
taxing - you know --

•••• securities, future ieeues, I sunpoee. 

t/e cnn get that in there. 

About t he tax-exempt s, about the war rich 
and about - -

1/e are op!)Osed t o the extension of the doctrine 
ot exemntion f rom t axat i on ot all kinds. We 
propose t hat --

•••. a continuation--

•..• ot t uture ~blic ieeuee , Federal, local and 
state, shall be eubjeot to taxation. 

Do rou remember in one ot your tax statements 
you enunciated three prinoinlee ot taxation' 
It might look good to ear that we nrooose to 
continue to mod1ty our tax lave or sucb addi­
tions to taxes as are called t or will be pur­
eueel aocord 1ng to the following principles. 

I would like to gat t his i n , because ther talk 
about - they are going to continua to 
proeecuta hlgh and low aYadere ot Federal lave. 

Regraded Unclassified
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1-! . t~. Jr : 

~;b ite : 

!:. . ~· . Jr: 

'oJhlte : 

H.!1 . Jr: 

\lhl te 1 

~ochran: 

l!, JJ , J r : 
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I mean, you could sort or throw a hint that 
we have Annenberg in mind , you see, something 
like that . 

Treat rich and poor alike. Lot the.m both 
sleep under the bridg es if they want to . 

And Atlanta. VIall , I tell you what you do so 
you can have t his thing. Why don 't you show 
i t to these people, plus Caston , againY Let 
this one go up as a preliminary, see. 

All right . Just"with one or two minor changes. 

All right. 

And I have got a couple o r things here that I 
have to take up. J: just got a coml:lll1licat1on 
from t he State Department about two things to 
take up now. 

\'/ell , I have got Mr . Moffatt and I don't want 
to keep hi m wai ting. I will try to do i t 
afterward. Tell McKay. 

They ha ve got to be taken up before you go. 

That i s all right. 

Dr . Soong wants an appointment tor Wonday or 
Tuesday. He is seeing the Presid ent. Dr . Young 
said he was very much encouraged and they are 
going to do something. Do you want me to give 
hia a day, or wait until Uondayf 

;7ai t until !.!onday. 
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We ot the 0.0Crat1c Part7 contin• to r.gvd. IIOftiJ u tJ1e aer­
Y&nt, not the d.1ctetor, of public poliq. IICDeta'T pcorv, l11ce 
pcl1t1cal power, belqa exclwd. ~ to Ule people a ••• •• 411M 
....., . We tbera!QI'e ed.Yocate ibe rataotion 1D U.a hmda of ibe 
!Mr1c&n people and ita &VhiiWt ot attect1n control OYer tunde­
aontal aaticnal -•t..-7 aDd. bmkiDI pollq aDd. w llllqualU1ed.J..T oppoea 
tbo surrond.er ot a:rJ;f of that coatrol to printe int..-aata. 

We adYocate Ule contizrGanca ot Ule ..,..et..-7 pollq ot the last 
o1gl>t ;rears. !bat pollq '- IIA4a Ula d.ollar Ule aOIDioat aDd. -•t 
desired currenor 1D the world. 

We inaiat upon 110Detlr7 prepared.Doaa aa an 1Dtepoal part ot 
aatimal preparacmeaa aDd. reject tba pr-t'UI'e aorappina ot tbe ..:lain­
iotratin powra neceal&r7 tor ettooti'fe and sJ>IICIT aot1on to protect 
ow rcre1p trade and. 1DtRII&l econaec atabd.U\7 1D a 'riolant.J.;r d.ia­
turbed 110l'ldo We 1Da1et upo11 rate<Nna nec.a....,. scope tor aecutin 
jadpent and. d.iecretion 1D order to attect1nl,y adapt the pollciea 
laid down b7 Coocr••• to c:hanaina cooditiODeo 

'l'be lleJiocratic Part)" inaiata upo11 aainte1n1ng tha dollar at tull 
parity with golcl tor all legitilu.te international traneaot1one. Backed. 
b:r abund.ent stocke of the precious aatala aDd. auarded. lJT the Stab1Uzatioa 
Fund. againat apecul.atiYe ra1de and fiuctuatieaa 1D tho Yalue of forai&JI 
currencies, the dollar baa w1tbatooc1 aDd. will contiD,.. to witbatand. the 
IIYOrest teste. 

We support coatinuina .......-1nation of O'G1' -..tarT pollCT and. ed.-
111niatrat1on b7 appropriate Conar.aa1onal ca.itteaa 1D the Ugl1t of 
rapidl:r ehana1DI world cond.1t1one . 

lre propose to uae our gold and. otbar tiDencial l'leourcea tor ..,.., 
veater ertorte to ui.nta1D world tnde, to prd U.e watarn hslispbere 
a,ainst tbe 1Dcur11oaa of toteU~ and to ueiet 1D poet= 
recoc.struc.tt ce_. 

We pleclge ouraalYea to ccut.1D• Ule biai<lrio o.ocrat.ic Part)" pol-
101 ot sate~ U.e aa'l'inga ot depoaii<lra md ilrreatora. .t.l.reacl7 
$25 bUliODS ot d.apolite, beloqiD& to 60 lll.ll1on d.epoeitora, baTe beaD 
1naweci apinat lou b7 action ot U.a preact ne--atic Adw1n1atration. 
Our bmJdna 8J8t& bu beaD cl-ad. aDd. atreaatJJ.....So !nlr7 a!tert baa 
been ud.e to prw•t ld.arepreaeatat1on 1D the ie-• ot - aec111'1t1ea • •• .... d.etem1Ded to....., ._. Dati~ credit .-1 ca:pital troa aca1a 
becCII1Dc ibe ~of J:rtnte 1J1tenate -..1 openlationa. 

'!'be cbjeotho of our .....tary poliq r.uiDII a 111«1>• oatiooal. iDe ... 
llld tull ~t. To tJ11e md, ,.. lid'focate MI<1Dc .,... a......,ent ored.1t 
IDd ~1tal naUa~>a at reu~ 1Dt..-eat ratea to Ula t__.., Ula 
h- owner, aDd. ibe baoi.Dea- IIJ.ib. !be -uit7 ot adl1.eY1Ds rapl4 
IDd leOII..S.cal 1114vtrial. apenlion ttr ut1ooal. del-• 81kea ibe ..s...­ot • P<>l1or ot reaaODahle iDt..-eat rates .are 'rital tJ1a11 .....r betor. • 
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Storttai"J of StatE 

Washington 

~~6. July 3, 9 p .m. 

GRAY 

Bu.oharut 

Dated JU17 ~. 1e40 

Reo •d 10: ~5 p.m. 

I am informed by thE RuiDanian subsidiary of 

thE International. TelephonE and TEltgraph CO!IIpany ot 

New York that it has bought !'1'0111 a Rumanian exporter 

throuall the Banea Col:tl1treial, Bu.eharut , $65,000 

already rEmitted to ita ~arEnt o~any. ThE tunda 

arose !'rom a Rumanian Export to Spain and arc 

dtposittd with the Chasc Bank, Ntw York . ChasE 

Bank has blooktd thE rElEaSE 0!' thESE funda in 

accordancE v~th Presidential proclamation becausE 

ot alltged Prtneh and BElgian intErESt in Banca 

Cotmtrciala. 'lh1s organization has submittEd atatt­

tlEnts to show that it is a lbnanian incorporattd 

stock company foundEd 1n Bu.oharnt in 1907, that 

i ta atock consists of bearer sharta , two-thirds 

of its dirEctors art Rumanian subjEcts and all its 

,nraonnEl art Rumanian. Ita crEdit balanoc aa an 
institution authorized to dtal in foreign £Xohange 

btlonga to thE National. Bank of Rumania rrprucnt1ng 

the countEr valuE or Rumanian urehandiar £XPOrttd 

to 
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_ 2 - 1~6, JUlT 3 , 9 p .m. from Buobartat 

to var1oua oountr1ts . 

lltho~ I am 1n1'ol'llltd that tht quut1on or 

rtl£aa1ng thE tunda haa bEEn takEn up with IrimESou 

by thE ForEign Oft'ioE and thE National Dank tht TElE­

phont COll\panJ hErE would apprEciatE OJ\T aotion tht 

DEpartmEnt may bt ab1t appropriatEly to takt 1n 

txptd1t1ng tht transttr . 

GUliTIIER 

PEG 
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.TUlT ) , 194o 
8:55 a.m. 

RE ALLIED PliR<liiASING PRO<lRAM 

Present: 

H. M.Jr: 

Foley: 

H.K.Jr: 

Foley: 

Kr. Fole7 
Kr. Young 
Kr. Cox 
General Karahall 
Mll1ral Stark 
Colonel Burna 
Adlll1ral Spear 
li&Jor L7ona 
Mre. lloh 

Give me a ehort oouree 1n Nav7 l av. 

Tb.ere are tvo nev bllla. One, IIR9850 and 
the other 1a 9822. 9850 retera t o apec1tic 
a4dit1onal povera. Firet, it eXPre••l7 
authQr1~ea the ArmT t o enter into contracts 
t or the exchange ot deteriorated, unaerviceable 
and obeole•cent or aurplu1 eQUipment t or other 
BC!\lipment vh.1.ch t here il a ahortage ot, 10 it 
the7 have an exces1 of one 11:1n4 and a 1bortege 
ot another, th87 oan turn in the exoau t or 
the thinga that th87 are IBhort ot . 'l'Mt ia 
the tirat. 

The aecon4 1a thllt the7 oan place an •barge 
on all of the - on the export of all Mch1ne 
tools, Ja&ObinerT -

Ie thllt the thing the Prel14ent got out 
JaaterdaT' 

Y .. , I th1nll: thl\t 18 right, vhere he ubargo~ 
tTarTth1ng except eoae eorep 1ron. 

'l'n..t 11 the Maxvell buelneee. 

i'hllt it one blll. '1'be other blll proT14ea that 

• 
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'! . ·:. j)• : 

Foley : 

H. :.!.Jr : 

~Olfll.' : 

l'oley: 

:! . !!. Jr: 

~Oley : 

- 2 -

no weaoons or shi ps or a ircraft or munitions 
ot any kind may be exchanged or sold or 
disposed ot in any woy unle~ a the Ch1et ot 
Ooer ations or the Navy or t he Chief or Starr 
ot t he Army certifies th~t there la no need 
ror the oartioular material or a ircraft or 
sh1oments turned in. In other words, it 
can't be essent1Rl t or the n~tional defense 
ot t he United States. 

The l:ttter th i ng is in the llavy bi ll. 

T~t ts in the Navy bill, 9822, and also 1n 
case ther e 1s such a certit1ceti~n, within 
24 hours after the contrnct htt.a been entered 
into tor the dis'1oslll. or Pircra tt or weaoons 
t<her e they have hel d t hnt those tteaoons or 
aircraft a re not essent i al t or the national 
defense, the contract has to be t iled wi t h 
no'1roor 1ete co~~itteea ot Congress wi t hin 
24 hours. 

Are these two laws supplementary or a re they 
in conflict? 

They are suonlementsry, passed in the s ame 
second. 

But i t i s two seoarate billa? 

Two se9arste billa. The otber power, the 
second oower in 9822 i s t hnt t he President, 
during the emergency proclaimed on t he S1:h 
ot Sept eober, 1938, cay declare certain 
orders that have been olaced by other 
countries or by oriVAte i ndustries - he a!aY 
take what he needs by priority over whet 
is already pl aced by WAY or or der wi t h t hose 
co:no~tnies. Now, thAt will take cnre or t hose 
Vul teea, those Swedi sh planes. 

Will 1 t? 

Yea, because he can sny t hat t hat contract 
should be - deliveries shpuld be deterred 
on t hat contract and he onn take t he 144 
Vultees. Then he can turn i n, 1t the Chief 
ot Starr or the Army round thllt they had 
other bo~bers, t hat wer e not sa good as the 
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H.H.Jr: 

Foley: 

H. M.Jr: 

!'oley: 

H. M.Jr: 

Foley: 

Cox: 

Young: 

H. M.Jr: 

Cox: 

H. M.Jr: 

• 

- 3 -

Vult eea, were deteriorated or vere not 
needed t or national d etenee, be oould turn 
them in and tbet oould sell the~~. 

Could tbet do th1et The l4o Vulteee are not 
modern because thet haven't got t he latest 
things and thereto~ oould he eell t he l4o 
and g1 ve Vul tee another l4ot 

Firat he would have to take them trom Vultee 
under that priority olauae. 

Well be takes t hem - - · 

'l'be .U..t would take t hea. 

Then thet turn t he111 b ack egain t o t he co::na ny 
and get 14<> up to date Vulteee, and tbe colllp!!.nt 
can sell those l4o to t he English. 

1iell, that 1e a little risky, isn't it, Oacart 

Yes. 

Pretty orude. 

Well , you retine it. The Armt haa got nothing 
more. It hae got - they have no thing more. 
You are not going to give t hem thoee ~17-A'a , 
or whatever you call thoee thingat 

Moat ot t hese Vulteea are eeaplanea, I t h1.nk. 

Yea, but thet are not moder n. Thet don't 
have ant araament . Thie lat eet plane that 
1a doi ng all the work ie the Detiant. . The 
aucceea ot thAt ie that i t llae thi 11 r evolving 
turret v1 t h t our machine gun a i n it and tM 
1e t he thing t hat lllllt - they onl t l et ber 
loose on the 29th ot Mat. It ie the pursuit 
plane and t he man e1ta t h ere v1th a revolving 
turret v1 til a power driven llll\Ohine gun. Nov, 
we ought to get - I take it we are onto t hese 
things now and t h ese t hings haven ' t got the 
thing and I u sure tbe Cklnaant are oopt1ng 
the Det1ant and lt makes theee t hings -

:34 
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Foley: 

H. !l.Jr: 

Cox: 

H. !~.Jr: 

Poley: 

H. f! .Jr: 

Young: 

Cox: 

l'oley: 

Cox: 

H. H.Jr : 

- lj. -

It is like the British. 

Yea , it is a British plane but they have 
developed this thing. llhen they sp rung 
this thing, as I understand 1t , 1t ~s the 
Defiant t hat saved the situati on at Dunkerque. 

I don ' t think he liOuld have any real legal 
obJection, but you would have other obJections 
by t he Ch1et ot Start. 

Did you see what Mr. Stimpson and the rest ot 
thea said? 'l'hey liOuld sell anything they 
could place orders t or in three mont h s . 
They would sell anything they could replace 
in t hree months . I tCll nd their testimony 
yesterday. 11ould t !lat go also tor t hese 
t wo thousand machine guns which are going to 
Slfeden? 

Thl\t could be worked out . 

Let 1 a go baok to the Ent1elda. lfilat about 
them? 

There is Just one little cpeet1on on that. 
Can we take priority on those orders l<hioh 
they a re not going to use? 

I think they can. They get the planes by 
priority and then it the Obie t ot Start 
oert1tiea they are not eeaentlal to the 
national defense, then they can trade t hea 
baolt as part payment t or new nlane • · 

It would be better no t t o turn them back to 
Vultee. It would J>robabl)' be better to turn 
thea baok to eomebody else. Don 1 t you think 
eo? 

Yea, I think you have got a public relations 
problem there 1t you want to taos 1t. It 1s 
Just going t hrough a lot ot motions and getting 
nothing exoent some new planes in the tuture. 

WhAt I am going to ear t h1e morning, 1t these 
Vultees are what I think they are, they are 
out ot date. I don't care what the machinery ie. 
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Pole;r: 

H.~.Jr: 

?oley: 

!! , !!.Jr: 

Cox: 

Younr;: 

- 5 -

lfe will tftlte t he 14o and eell t hem to the 
English and these peop1e . oan get -let 
Vultee make another 140 tor the Arm7, 

Whether they are out ot date o.r not, isn 't 
it essential that they not go t o the Swedes, 
because we don' t know what d1snosition the 
Swedes may make ot them and th8y may neve r 
get to Sweden. They may be intercepted by 
Germany or by Russi a before they get t here, 

I don't think they ought to go t o Sweden. 

So under any circumstances, it aeeme to me, 
we ought to exercise t he priority right and 
take t hose trom Vultee. Then what disposition 
we will mt\lte ot the111 n.tt erwe.rd, i t seems t o 
me we ought to stress as a sepe.rate t hing. 
~e ougbt not to make it a Part ot the &SIDe 
deal. 

You ar e wrong, excuse me , because it we don 1 t 
~~~ake it part ot the ea111e thing, we will never 
get t hem. I want t h em t or t he English. I 
don ' t onre about t he Swedes . They hAve got to 
t i e t he thing up toget her. At least in talking 
to the fel low. If you want to do it legall;r 
separa te - but iet me talk t o t hem here. Under 
thls thing 'tfe can get 1~0 tor the English. 
!low, it you want to mRlte t he:n t wo sepe.rate 
packets legal17 - but i n discussing i t , tie 
the t hinga up together. Otherwi se you won 't 
get them. 

Phil has go t the figures that there are 
some 500 1110re planes on order by other 
foreign governments such as Norway and eo 
fort h. 

Between 650 and 700 pl .anee on order tor 
other foreign governments outsi de ot 
South America, England and France and eo 
on, but t hey are not broken dovn by 
oountri ea 1et. 

13S 
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B.I!.Jr: 

Young : 

H. I!. Jr: 

Young I 

I!. M.Jr : 

Young: 

H. M. Jr: 

Young: 

H.l!.Jr: 

Young: 

( 

H.U.Jr: 

Young: 

H. H,Jr: 

Young: 

Cox: 

H.l!.Jr: 

Foley: 

( 
H. J.!, Jr: 

- 6 -

You •a:r there are another tiYe or au bwldred 
going to Norva:r' 

About 650, aa I raoall it . 

Haen't George got that t 

In a tew oases he has an indioation ae to 
what country, 

How l ong would 1t t ake to get thatt 

You would haYe to get it troa the manufacturer. 

No, you could get 1t t rom General Brett. 

Brett may have 1t. 

I know he has 1t. 

You could get 1t trom him. Ot course, that 
i8 untilled orders and they reach a peak 
along about the end ot this year, but tor 
inatanos by the end ot J uly, SO planes are 
supposed to be out. 

ror --

Other toreign governments. 

11e tp8ht to get t h!lt. 

It gradually increases eaoh 110nth up to 
Novenber. The aame way with engines. There 
are two or three hundred eng1nea oo.Ung out 
in July tor other t oreign goYernmente. 

You ma:r aleo want an inven,ory on the other 

137 

types ot equipment, euoh ae small arms ammun1t1on, 
guns, and eo tortb which will keep cropping up. 
\{1nobeeter ia malting the ammun1 t1on tor them. 
There 1e no --

There i8 a real Job to be done here. 

Thie ie a oomp1ioated t hing, 

You were worrying about not haYing enough 
t o do. 
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H. l(.Jr: 

Foley: 

H. l!.Jr: 

Foley: 

Young : 

H. •l.Jr: 

Young : 

Young : 

!!. !4,Jr: 

Young: 

H. I!,Jr: 
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I tMnk I Will get enough. 

You ought to have t hose f oreign orders. You 
ought to wa1lt over there. MaJor Lyone has 
got that book. 

There is enough work here tor Phil and Oscar 
almost full time t o work t hese t hings out . 
The tactics now are so com~licated end the 
care with which you have to see t hat the 
paoer record is entirely clear on t hese 
transact i ons is very i mportant. 

Well, this t hi.ng here, then I t hink get it 
ready and it Y~. Stimoeon i s contiroed, I 
tMnlt we can out it before Mil. 

He was confirmed t oday. 

Incident ally, did they talk t o you about 
'i1lr.~erding'/ Wilmerdi ng 1B t hrough on tbe 
firs t ot July. They nre going t o give h1m 
another a ssignment. Talk to me about 1t, 
will you? 

Norman t poke to me about hi m yesterday. 
I t urned M m down. 

Did you' That i e your privilege. 

I aa sorry' I have aeen Mm bef ore. 

All right. 
in t here. 
should get 
1n there' 

All right . 

Well, I VI'Jl t JOU to have eomebod7 
I n case you go on a VACAt ion or you 
a head cold or eooething , vbo ia 
You £lake eoae recommendations. 

I mean, I want an unders tudy. 

Norman Md I are going to talk mo r e about 1t. 

\/hen I get back here Monday, I wou l d 11lte you 
to give me some names. I vant somebody 1n 
th.,t ott1ce. Everybody ought to havo an 
unders tudy. Trutt 1s all right, PMl. 
Mrs . Wilmerding V111 still pl ay ten,n1e v1th 
IllY V1te. 
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Young: 

I!,M. Jr: 

Young: 

R.M.Jr: 

Young: 

H. l!.Jr: 

Youn&: 

H.!1.Jr: 

Foler: 

K.M.Jr: 

Young: 

H. M.Jr: 

Young: 

H. M. Jr: 

Young: 

l!,M,Jr: 

- s -

We square dance. 

You equare dance' 

Yee. 

He ie a n1oe tellow eoo1a1ly. He bas got 
a very lovely mother. 

Yea. \fe knov them, and our ch.ildren play 
t ogether and that sort o t th.ing. 

But you want t o keep it on that baaie. 

Well, it I am go1ng to have to do the job 
I haven 1 t got anr time t o bother w1 th him. 
'!'bat ie what it boile dovn to. 

I don 1 t think you would have a&id that three 
months ago. 

He bas got more confidence. 

I am very much pleased. No e1r, as long ae 
rou are here, nobody will be torced on you. 
Oh, ve may toroe a Tammany Hall Democrat in 
once in avhile, but outside ot that --

• "'9 _, 

One other i tea that ought to come up th.ie 
morning in addition to that machinery again, 
vhich I gather ia nrogreeeing nicely. - what 
the)' have done on that, Oacar, the)' are tr)'ing 
to get the Cbiet ot Start to approve - ct 
courae, it has already been approved by their 
lavyer - a general leaaing power tor all surplua 
maobinery and that sort ot equipment so they 
can leaae any aurplua machinery, no matter 
what it ie, autoaatioally. 

Lease it? 

Lease 1t. 

Who leasea vhaU 

Army leaaea it. 

From' 
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H, M,Jr: 

Cox : 

H.M.Jr : 

Cox: 

Young: 

H. M.Jr: 

St ark: 

H. ~.Jr: 

M&rehall : 

H, M.Jr: 
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H.K.Jr: 
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An7 aaoh1Der,, IUI4 the7 laue to Dul'oa1:, 
tor 1natanoa, aaoh1ner7 for the new A111e4 
Powder Plmt. 

How will it - take 1X1 nu.ber of ritlea. 
How would JOU do 1ibaU 

The7 om trade them in for never rltlea or -

That aUll can be donat 

Yee. 

Dld JOU know the7 took out the Sprlngtialde 
again and put 1n 35,000 Ent1elde 1n placet 
On a rifle for rifle baaie, not on a dollar 
for dollar buill. 

(A.c1a1ral Stark and A.c1a1ra1 &pear entered 
the conference. ) 

'l'h1e new lav has opened quite a lot of legal 
stuff. 'l'he7 eq General Marehall 11 on h1•· 
VAJ over. 

I don 1 t llnow. 

Yea, they phoned over. 

(General Karahall entered the oonteranoe.) 

M7 apologlee, Kr. Seoretar)'. I bad nve 
oollep fr1ende on 111 banda, .ad I loet 
traoll o f Uae. 

'l'lla t h all r18b1:. 

Would 1t be agreeable to JOU, General, if I 
eent for General Brett, beoauee I want to aell 
10111 queeUona on bow llaJl1 plan•• are on 
forelp order. Voul4 thl\1: be all r1gtltt 

Yea air. I Juat had Amol4 over here 1n the 
oar. We were talkiq bullneae on the Wo1 
over. 

' I vUl aee s:t I oan get h1a over ~re. 
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\/hat I wanted to get atr lllghtened out with 
you oeople 'before we ge t down t o how generous 
we are going to 'be - a re you gentlemen t am1li ar 
with these ti<O new laws? I have only 'been going 
to school tor the last titteen minutes . 

I .M~ only tam1liar with them to the extent 
that we have t o certif y thAt anyth ing we sell 
to t he Allies now or t o EnglMd ie not essential 
to the national de tenee. That is the decis ion. 

:1e11 now, there are t'NO d1 tterent ones, aren't 
there, Ed? 

ThAt 1a right. ?hat power, the certif ication 
oower and the t1ling or the contracts with t he 
!!1l1t11ry and l:aval At!"aira Colll.'lli tteeo, as the 
case may 'be, end HR9822. That also contains 
a ~revision about oriorities. lfuen in the 
discretion or the President it is necessary -
during the e~ergency declared last September, 
the President may t ake or iority over all 
deliveries tor ~rivate aocount e and tor exoort 
so thr t it he made ·a declarat i on, tor instance, 
that those Vultees that are on order tor t he 
Swediah Government were needed t or the Amy, 
he could obtain t hose 140 Vulteeo tor the Army 
and the Swedes would have t o have a deterred 
delivery. 

The other powers in 9850 are the powers to t he 
Ar-:n,y to trade in de teriora ted, unservicea'!!le, 
obsoleecent or surolus oili tary eoui~ment tor 
other military eouiooent on munitions or suoplies 
t or which the Argy baa a shortage. In o ther 
words , it it has an excess or certain mnter1al 
nnd a s~ortage or other ~~terial, t he ezcess I 
can be turned 1n and material ror which t her e 
ia a shortage o'btR1ned in exchange . 

Th1t is not tor export , however, i s it? 

No , tha t would simply 'be t or the Army's own 
needs under t hat oartioular power. You mi ght 
by a comb i nat ion or other ocwers,work out a 
schece whereby you could --

You nean the Army wouldn't be interested i n what 
'became o r the caterial t hey t urned in' 
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That ie vha t ve have been doing. 

'iaen 't Colonel B~rna auopoeed to be here tod&J't 

I don't knov. He ~e vith you At the t ime you 
o!llled me up in oonneotion vith the thing. . I 
didn't know whether you had asked him to come 
over or not. Woul d you like him to be sent tor? 

Only it you want. 

Does that appl7 to the Navyt 

llo, onl y to the Army, but NaY)' has the exchange 
oover etill and ,-ou oan turn )'Our stutt over to 
the Arm)' and it beoomee aurplue tor the Army and 
t he Army has a shortage ot eomething else, so 
it turns in the stutt you turn over to them. 
We ~re in the same position rou are. Ve have 
got a 11 ttle mor e power than we had before. 
However, rou have to make a certification now 
and you didn' t have t o do t hat before. 

\/ell, you say I have to make a cert1tlcat1on. 
Are you stating that in r elation to the trading? 

Yea, s ir. The statute expressly aaye that 
no mllitary or Naval weapon, warship, boat, 
a i r orlltt, munitions, supplies or eouipme.nt to 
whioh the United Statee hae title, in whole or 
in part, or llhlch has been oontrsoted tor, can 
be transferred, exchanged, eold or otherv1ae 
d1apoaed ot 1n an,- IIAJ\Der unlese the Chiet ot 
NaYnl Ooerst1on8 or the Chief ot Start ot the 
Ar!lay, ae the case 1118)' be, t1r8t cert1ttee th'lt 
auch mater1&1 ie not eaaential to the defense 
ot the United States. 

(Colonel Burne entered the oonrerence.) 

~hat is a coverall. 

That ia a coverall. That a pplies to both 
ot them. 

In other liOrde, i t ve have 8ometh1ng vhich -
vall , there 1a our ovn interpretation ot the 
word essential. It it i8 not ae eeeenti al a 8 
something ve oould get, then it ien't essential. 

:.42 
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That ia right, and t han i n ~ddition 70u have 
to buy within 24 hours attar JOU enter into 
a contract tor t he disPOsal --

Tbnt is a t ee lawyer's definition. 

"Wh1ch is planned to get us into an IU'gument 
with every trAnsaction. 

We might have ten thousand rifles t hat are 
essenti al to t he defense ot the United States. 
We can 't spare ten t housand rifles as ot 
t hemselves . But if JOU can turn them 1n and 
gat ten thousand better ritlea --

Or even eight thousand. 

Eight thousand which are more essential or 
better from the detenae atand~int, couldn't 
you certify t hat the firs t ten thousand were 
not essential? 

Ot course, that is perfectly logical. 

On those deals, it seems to me you would have 
to take into your confidence the chairman of 
t he aopropri ate committee. 

In advAnce. 

In advance, just the same as we have t o take 
in the joint oomoittee on taxation down on the 
Hill when we want to make a retund. We decide 
that somebody i s entitled to a r etund. It it 
is over a certain tu:~ount, we have t o go down 
and talk to t he joint comcittse and get their 
approval eo that they won't object when the 
retund is made and we tile with them the 
necessary papers shoving t~t the refund i s 
made and what the ciroumetancea are. 

What happens when Congress stands adj ourned 
Md they are all home? Thi s thing baa got to 
be carried on as a daily routine. 

\/ell, I should 1mag1ne t hat the oha1Men ot the 
OO~itteea will be available and in the interest 
ot d1plomac7, I should think it would be viae to 
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talk to them first, but if they ar e not here , 
you cM go ahead and Just !11~ wi t hin 24 hours 
aft er you enter into the agreement, a copy o r 
the agreement and t a ke a chance thAt they won ' t 
obJect . 

\~t is the legal slant on t his t hought? Supoose -
~<e 1<111 e xaggerat e this tor the puroose of 
illustration . Suopose we have good reason to 
reel th~t 50, 000 rifles, or t he necessary 
ammunit ion, turned over at the nresent time 
might nossi bly have a deteroining eff ect. 

Hight have what? 

A determining effect 1n t he struggle 1n England. 

Yes, sir. 

~here it is a queetion a a t o what extent we 
dr~e reduce our resources i n order t o bolster 
up the British defense and the protecti on or 
the Briti sh fleet, which io our main concer n . 
Now, ue have the word • essent i al" in this law. 

Thnt 1s right . 

\Jh'tt 'OOssible co-relation is there between 
those two thoughts? 

\/ell, I - this is ver y broad. Such m.nter1al 
is not essential •o the defense ot the United 
States. I assume a very broad conat ruction ot 
that would mean t hat 1f in your ooinion it 
was more essential t or t hAt mat eri al to be 
1n the hands ot the British 1n the interests 
ot the defense or t he United States, than in 
our own hands , you could orobably cake a 
certifi ca tion. 

I hadn ' t thought or tha t. 

You a re now i n a speculative realm ae to 
whether this will do i t. It it f ails t o 
do i t , then our situ~t1on is the more cri tical 
because 1 t has tailed t here and tie have the 
lens here . 

~h" t 1s right. 

) 
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Ma)' I 1Dterjeott 

But b7 be 1Dg abl.e to eaYe Kncl•"" or keep iDe 
thea going a little ~le lODIIr, .. a1gbt 
bu7, 10 to epealt, b)' thllt aetbod, Yel"t Yaluable 
time t o e quip oureelYee. 

But that reaeon1ng in efteot .,. put up to 
General Mar11hall and ••• where va thougbt the 
United Statea1 intereete l&J, and that ie 
reall7 be7ond our proYinoe. I haYe thought 
ot the e&M th1nS and ve haYe talked it o•er 
in the de~nt. Nov, ie our defenee 
eernd b7 hartng the BriUeh v1D th1e war, 
t or e~le, and if our anever t o that ie 7ea 
and t hat 111 what we would feel , then 001188 the 
queet1on of 'llhether we IU'I talt1Dg a chance or 
not. It 11he loeee, it aigbt be our turn next . 

It ie a mat ter of degree there. there ie a 
fino proportion between --

• 
General J.lftl'ahall, 11uppo81ng instead ot ueing 
Engl~Jld 70u use Canada. 

Beg pardont 

Ineert the word Csnada 1netead ot England on 
t h1e e.xaraple. Is 1t true that 1t England lo1188, 
ae I underatsnd it from the Preeident 1e publ1o 
atatement, and Canada 1e 1nYaded, ve go to 
the11' de tense, don 1 t wet 

that 11 right. 

And 1t we g1Ye or eell 5() , 000 r1tlee to Canada 
tor their defenae, ien't it aleo in our own 
intereetet 

It i11 d1at1nctl7 in our own 1ntereate with a 
reael"''ation - well , permit me to exaggerate 
again. We are not at var Md Canada 1a at 
var with Ge1'11W17. So, to exaggerate, we might 
g1Ye Yirtuall7 all of ou r defeneiYe material 
t o CIDida and to England in order to 1neure 
that the7 get the beet of 0.1'11117· · I .. 
exaggerating th1e t o r 1lluetrat1on. It we 
were certain that t hat would aocomplieh that 
en4 .,., were equall7 certain t hat we would not 
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be .. bal'ra .. e4 later OD 111 our NlaUou wUh 
Canada and Engl.aD4, thAt la one ~ to .. n ue 
troll a trell8n4oue ezpod1tlll'e of IIODeJ aD4 
troll a poee1'ole war. BoweYer, ae :rou md.erate 

·that, from the ab1Nl'4 extreM, vb1oh I p1oture4, 
70u ooae 4oWD to a epeoulat1ve ~ropoe1tion ae 
to hov tar ve 01111 vealten our reeouroee ega1net 
the neoeeai~J of doing something poa1t1velJ in 
order to strengthen ao•e other oountrJ. I 
preaUJII JOU have a.lreadJ talked to the K1n1ater 
from CAAada, Mr. Moffatt. 

No, I have not. 

l(r. Moffatt vaa talking to me JUter4aJ, and 
he vas eli:Pl.a1n1ng to 11e the a1 tuation in Canada. 
llougbl.J, to put it the va:r he erpla1ne4 1t to 
oe or the vay I underatood it, theJ have juet 
fall en apart 1n t heir preparat1one. The7 O.Ve 
aent out of the oountr7 eo ll&nJ aviators theJ 
thought they oould uee tor inetruotora. 'l'he7 
haven't received the training planee the7 
expected to receive. They have had to aend 
eo ll&nY ot their troop a out ot Canada to 
England, to the Carribean area and other 
places, that aa he etated, I think about in 
these words, their eituation 11 lamentable. 
It haan 1t develop ed the va1 they expected. I 
don't mean that in the tel'lla of the war abroad 
haen 't developed thAt vaJ, but they eXPected 
from England - what their contribution would 
be. They were to eat up a treoendoua training 
school tor p1lote and aend the• a t a certain 
rata ot epeed out of Canada. 'l'hat ham ' t 
oat erialir.ed. 'l'he equlpaent bean 't come back. 
Tha7 are v ery much at odda, I underetsnd, with 
t he Brit1ah Government beoauu of the long 
del8.JI about th1e and that in their proourementa. 
It would al110at appear th.• t the7 have had much 
more 41tfioult;r in their adjuetaente with 
Englam than we have had, and the Al.lled 
Purohaalng Agent had in h1a relatione with 
ue. In other vorde, he hae got more direct 
action here· than the Canadian• have gotten 
out of the Br1t1ah Oovernaent. So rare in a 
precarious poal t .1on. 

Ia Moffatt 111 toWDt 
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He 1a going to lean '!'hul'edq, I bel1ne. 

Yes. He eqs the:r are 1801'1 dsteneel eea than 
they have evel' been in theil' exietenoe. At 
one time the:r vel'e down to a matte!' ot some­
thing l ike 45,000 oal'tl'idgee. EYel'ything 
1a gone, and they see themeelvea nov pl'actically 
open t o attack and they have nothing. Peoole 
thnt they counted on to go fthead and tl'a1n: 
they haven 't got. '!'hail' productive taoilities 
haven 1t coae through. 

There have been changes and changes in the 
clasaiticat1ona and thinge troa England and 
t he whole thing ie muddled into a ver.y serious 
i mpasse. llov, under the ter;aa ot this law, 
it comes t o Adl:liral Stark and a;reel t to determi ne 
ot what value these things are going to be to 
Canada in relati on to the &el'ioue extent to 
which the:r deplete our very alendel' reeources, 
and t hat is a very ioportant decision to take. 

That 1s r i ght and t hat ia 1n l ine with the 
second suggestion there. 

I am not goi ng to issue, it I can help it, all 
ot oul' materials to somebody t hat i sn't going 
t o use it. That is putting it crudely. It is 
a question ot how much they need and how it is 
going to be handled. We know what we can do 
wit h it. Ye don ' t know what they will do with 
it. In other words, it ie a very d1tticult 
decisicn. Th1e ooaee down, ot oouree, 1n the 
va;r ot weapone, to the queetion ot &IIIIWiition, 
which you already know our e1tuat1on 1n and 
when the t1rst corrective meaauree can be 
taken an1 the time f actor ie the dominant factor 
in thi s whole matter. 

Nov, an:r decision to tul'ther weaken us 1n 
mat eriel presents an i mmediately - an immediate 
possibility ot a precarious s ituat i on tor oursel vee 
i n case we are reduced to the neceee1t:r 1n t he 
next two or three months ot doing something overt 
in ocnneot ion with t h1e war. The Canadian t1eld 
ia a pretty large one . The requi r ements would 
be tremendous i .n view ot whAt they t ell me nov. 

Then it the attack comes in South America, 
ever;rth1ng baa gone to Canada, M d we are 
&gain in a very bad aituat ion. 
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I u not presentin& th.U ae the aolut1on, and I u 
Just using it ae an illustration, but it woul d 
almost look like it 1a the eater thing tor ua to 
make the nlans t or using our ovn troops in Canada 
rat her t han to disperse t he materiel into Canada. 

You know vha t t he President t old Ralph Budd, don't rout 

Yea, I know t hat. 

About getting the railroads ready, how ~uld he handle 
)00, 000 troops to Halifax? The President t ol d me 
t his hi mself. He aaid Budd was Just flabbergast ed 
because he Just didn't know and he didn't know what 
t he &Yailable t ax situa tion vae or anything else. 

:1e have already been going into plane tor the 
possible oovecent ot troops uo i nto that region. 
\lhllt I me80 i s , the ouest1on i a , do ve oour our 
slender oeans i .nto a a1tuation un t here over vhioh 
we have no control and reduce ourselves to the point 
where we can't nroteot our own interests? 

Now, vhen it come s to the training ot pilots, we 
are in a ditr1cul t situation. 1/hen it comes to 
ammunition, we are in extremely critical ammunition 
times . 

General , I am thinking out loud , 
opened up a new line ot t hought . 
you a oueetion. Di d Mr . Ko t tatt 
with a request --

because you have 
I wQllted to ask 

come down here 

He la down here t o pror>ote some conversations, or 
whatever you should call t hem, between t he Canadian 
staf f and our Army and Navy sts~t' . 

That 18 Just what I was go in;; t o say. 'de make 
the s t ateoent ve are going to l)roteet Canada, but 
isn' t it Just as iraport pnt t or ua - it' ve are 
going to do i t , isn 't it Just oa imnortant for ue 
t o know what they are do ing &nd have eome say a s 
la demonstrated in t he taot t hat France has nothing 
t o say about Belgium and their comi ng through 
Belgium ia vhat destroyed France. 
Yeo , ai r . My ovn react i on t o that - i t came up 
the other day. There vns a message . I don ' t know 
whether you l<nev about 1t or not. There vas a 
telegram t o the St ate Depart men t trom our Minister 
in Can&da which brought un the queation &nd eug­
geeted t hat ve go t here because t here vou1d be 
acre secrecy than if t hei r people came here, 
n&rticularl7 a8 t heir neople we r e 80 Yery busy. 
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I took 1eeue with 1t. 

In the f1rat place, rq point on that 1aned1atel,­
waa that we were not in the poa1tion - I cer­
tainly am not and I aea.__d Admiral Stark waa 
not - to have a d1acuae1on with them until we 
bad some backing of what waa the Government ' s 
polio,-. 

The first issue, of course - one or the issues 
they brought up in that cue waa the handling 
of the Br1tieh f l eet if i t came to this shore. 
'lbere are a grea t man,. questions that have 
public policy involved which would have to be 
at least - a t ~eaat there would have to be a 
rough basie for our d1acuaaiona or they would 
merely lead to irritations, because we wouldn't 
know what we were talking about as to what the 
decision of the Government 1a going to be, and 
by the Oovel'!llllent I am aeawl11ng both the Prea1-
dent and t he Congress. I don 1 t mean there will 
be a debate in Congress but I am assuming i t 
would be necessary for the leaders or Congress 
and the Presi dent to be in some agreement as 
to What the measures would be, because now you 
are right on the verge of war there , as to 
what our relations are with the Bri tish f l eet 
i f it comes over hera and it baa to be based 
1n this country l ,argely becauao they haven ' t 
the fac111t1es otherwise. Yet Admiral Stark 
and ~self were 1n agreement that 1t was un­
thinkable that we wouldn't do everything 1n 
our power to salvage the Br1t1ah fleet, but · 
we would have to have a very def1n1te bas1a 
on which to operate. That was one or the con­
alderatlona that -.zoe brought up in this tele­
gram. 

!low, as I tmderstand 1t, the President aaked 
J<r. L!offatt to come down here and he 1a down 
here for that purpose now. The President 
hasn ' t given him any definite reply, but he 
saw Ur. Welles yesterday, he aaw me yesterday 
and be saw Admiral Stark yesterday. Be told me 
their situation, and the question, as I left 
1t, was mather there would be a good moral 
result , a good result in the ,...Y or corals, 
i f we had the discussion prior to our having 

• 
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on our eide here a better underet&ndina or 
what the Oove~t 1 1 pol107 11 to be, be­
cauae the neat ia ~d1atel7 involved in 
it. It ia a auperticial thin& it you ignore 
that . or course, behind that it gete into 
details or materiel and now we are into the 
question we atarted dhou .. 1ng thie mom1ng. 

One thing it see1111 to me I would 11ke to do 
1r 70u gentlemen a pprove ia to let thia com­
mittee that the Preaident ut up, w:r. Young 
and Col onel Burna and Adllliral Spear, s.-­
diately g et a list or ordere tor airplanes 
and engines and everything elee Which these 
countriea other than England and Prance and 
Canada have on order and the dellveriea. It 
aeoma to me we ought to have that at once. 
Particularly, Sweden --

'lhat they have on ordert 

Take Sweden and Norway, and I don ' t know how 
many other countriea, have th1nfa on order 
which are to be delivered immed ately, like 
theae Vulteea , like these Smith & Vleeeone, 
2 , 000 machine guna, that etart deU.very July 
18th, and whether the President oughtn ' t to 
gat up a procl .... tiao or whatever the thins 
1a under th1a law and take tbla and then 
decide arterward what be il goina to do with th•. I think certainly we ought to have a 
liat or - teriel by countriee Which will be 
delivered, aay , tor the roet - between now 
and the 3let of Deceaber, anywa7. 

'lhat ueu to me to be very eeeontial, because 
even though that -)' not be an affirmative 
release , it is a nes-tive releaae, becauae we 
know these things won't be falling into the 
banda or the eneJD7. 

I think that is qui te esaentlal. 

Ia that a greeable to you, Adm1ralt 

Yea , to have such a lilt 1111c1e. 

lSO 
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H.J.:. Jr: Yea. 

~:arshalll You eaid December 3let, didn't )'OUt 

(IAajor Lyone entered the conference) 

Spear: 

!Ol.J:l.L! 

Spear: 

Young: 

P.. II. Jr : 

14trshall:. 

Do I understand that tho British Purchasing 
Commission have sent out letters stating 
t hat they are taking over all orders by tho 
Proncbt 

They sent out a letter to the manutacturere 
sa)'ing that they wore taking over the French 
contracts. There may be one or two exceptions, 
but that 1e practieall)' universal . 

I understand the onl)' exception was the am­
munition, which the Britieh claimed the)' 
would not use. Therefore , they would not 
accept deliveries for those particular items, 
but the)' would take everything else. 

A s t atement was contained in that letter to 
the effect that the manufacturer could, if he 
had any questions or doubts about it, get in 
touch with the British Purchasing Commiaaicn. 
Undoubtedly, certain of those items would be 
canceled where tho British couldn't use the~:~, 
but at that time a settlement would be made 
between the British and the manufacturer. 

Well , before I ask you , U.jor, as I understand 
it now, you feel that this major polic)' should 
be decided first before we get down as to an)' 
more rifloe or &n)'th1ng else, is that rigbtt 

l'lell , no , not e.xactl)' that. I was talking about 
tho major policy before we got into conversa­
tions with the officials trom C&nada, because 
my feeling wae that 1f I conversed w1 th them 
now, in the firet place , I wouldn't tell them 
our dilemma, and in the next place, they would 
tell me their dilemma and then I haven' t got 
any definite base on which to dieouee the thing 
with them, because it would be an appro~tion 
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ot our poli cy. I know tho ata tomont that 
tho President made, but dare I go ahead 1n 
any realis t ic fashion at all and it I don ' t 
do that , woul dn ' t I crea te more harm than 
I will good , beeauae i t will aeem tutilet 
It will be all conversation with no form ot 
assurance or any kind. We can 1 t go to com­
pletion on any such thing. The boat we could 
do would be a tentative arrangecent, but as 
I tool now, I couldn't got into even a ten­
t ative arrsnge~:~ent until a more or leas well 
understood Government policy was involved 1n 
this t h ing, 'llhich baa a great many ram11'ica­
tiona, Is that the way you teelt 

Yea. Por example, I told lo!r . Moffatt yester­
day, suppose the Br i tish f leet comea to 
canadian watera. It can't be supported t here , 
refitted. Now, they can' t come to us and stay 
1n our ports over 24 hours , a ccording to inter­
national law, Therefore , we have got to take 
care or - throw 1nterna tional law to t he •finds 
and when VIO do so , we cease to be a neu t ral, 

You saw tlhat Jdr, Stimson aaid on that yesterday? 

llo, I didn ' t . 

About giving r efuse to tho Br1t1ah tleetT 

llo, I haven' t seen that. Of course , it they 
vanted to come o ver here to save themsel ves , 
tha t is another thing. 

I wiah tho French fleet had broken for our 
shores and been interned, but i t they intended 
to operate from the United Statea, it certainly 
makes us a bel ligerent . 

Le t me put i t t his way, There is no reason 
wn~ t hese three gentlemen ahouldn 1 t take, say, 
"X number or r i fles a nd work out t he formul a 
and ha ve the Solicitor Oenoral and t he Attorney 
Oenoral and everybody else pa aa on 1t and say, 
"I t you want to dispose of ' X 1 number of rifles 
or t ransfe r the Vultoe planes or these Smith & 
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weaaona, tba t ia the way the thins --• and 
have it all agreed upon aa to the legality 
and who eigne what and what :rou have to do, 
oert1ty, and so forth. That oould all be 
done, oouldn ' t itt 

I thinlc that probably 11 a very el.Japle problem. 

Excuae me, not if :rou listen to Kr. Foley. He 
saya there 1e an awful lot of wol'lc that hae 
to be done. Don ' t you ttdnk eot 

153 

Yea, I think now - I .. an, these additional 
etatutee add that much 1110re to what we already 
have to weave throu~ 1n order to do any of 
these th1nga and I think we ouabt to clar1!')' 
the a1tuat1on and get approval froa the Attorney 
General before we do anyttdng. We don't want 
to have another situation like the electric 
boet situation, for instance, and before we 
even talk to &n7body on the Hi ll, I think we 
ought to have the matter all eet up from the 
legal standpoint and a pproved by the Attorney 
General. 

I would like to aee that done so 1t ia all 
a1gned and sealed and you oould aay to the 
President, ~ell now, if the Adm1niatrat1on's 
policy 1a so, thia ia t he way to go,• but 
right now we couldn't do that . 

It would be very helpf'IU, I th ink, to :.lee 
a digest of theae, if that 11 what you mean, 
for guidance, of lawa paaaed. 

Not only a digest, Admiral, but alao -­

A brief. 

Specific inetancea where there are poaaibilit1ea 
of being of eome help. There I think we ou~t 
to aet up whatever ia necessary 1n the way of 
papera and have them approved by the Attorney 
General. 

Like the Vultee planea. 
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Before we (SO 8l'IY further - the Vul tee pl811e , 
for instance, and the Smith & \'lesson sub­
machine guns that are on order here by the 
S>~edes . There are a number of those si tua­
tions where we know that t here are poss i ­
biliti es of being of some help, I think we 
ought to set them up . I think VI& ought to 
agr ee among ourselves that we can do some­
th ing i n connect i on with t hose matters and 
then have the paper work all approved by 
the Att orney General before we go any far­
the r . Then we can decide the policy. 

In other words , you have a diges t or the 
l aw, what it means , a list of t he possi­
bilities, and then the procedure if you 
try to carry t hose out . 

That i s right, have it all set up. 

Vlhich ian 1 t ready today. I would like to ask 
a questi on, lJajor Lyons. 1/ho besides Slleden 
has on order p lanes here to be delivered 
during the next six months , planes or engines! 
I mean, what p l anes or ens ines a re on delivery 
i n the next six months ? 

Vlh1le he i s ge tting that data, I wou l d like 
to ask a ques t i on here , Take the Vultee 
planes, we have shortages right now because 
we don't get our deliveries for quite sone 
t1mo and I am a li t tle dubious whether they 
are going to come when promised. All right , 
here are the Vultee planes . They a re cut 
off fron Sweden , \le have a shortage . >.nat 
about t urning it over to ao~ebody else? They 
f irst pass into our possession, don't they? 

Yes . 

TI1e minute they come i nto our possessi on, 
v:o have a situation like that Navy bomb the 
other day , I •ve got a t r agi c shortage on 
tho Army side, Admiral Stark brought up 
tho question I might hol d on to thee . When 
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I got a grip em th• em the A~ aide, wam•t 
it rq job to hol4 thud We ,!uat pa .. ed thea 
on through. Jlow, the eituation as I eee it 
under thla law 1e aometh1JI8 d1tterent. 

General, let '• sa;r theae VUlteea were modern , 
up to date and usable and that you had a abor t ­
age of that k1nd ot fighter . Are theJ fighters! 

Fi ghters and pursuit planes. 

'nlat is our shortage right now. 

11oul4n 1 t 1t be posa1ble 1t JOU got those ia­
aediatelJ that JOU aight han aoaoth1ng alae 
that then would beooa e aurplua and JOU oould 
releaaet 

Well , that was the 1aaue brought up at the 
time . The onlJ trouble wae it took about 
two months or more to convert the Vulteea 
to our purpose. 

Would that still be eot 

Because the)' are built on another baa1a , JOU 
aee , 

!!.•·. Jr : It JOU took these Vulteea - now, they have 
t he author1t1 to take th•. I ju.at wondered 
it th&J oould be turned over to t he English 
or C&nad1ana. 

llaraha ll: Ours come 1n before tbeJ can be converted to 
our llse. !low, or course JOU are 1n 801!18th1ng 
else that doesn ' t concern our national de­
fens e . We soiae thea oatenaiblJ tor our use 
and turn thea over to aomebod)' olae. That , 
of oouree , ia outside rq consideration. I 
don ' t know how JOU get around that. 

H. U. Jr: '!bat 1a tho package I want them to wrap up 
tor 1111 and see how it look• . 

~rshall: I t the)' wrap that up , theJ are maater h&nde , 
because that ia a hard one to beat . We seize 
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them for our use and give them to aomebodr 
else. 

156 

Re knows how to do it . They accused me of 
being a little crude, but that ia all r i ght. 
I like to be present when tho President calls 
me his buccaneer d i plomat. I have earned 
that . The same would be true on the Smith & 
\1eaaon . Are you ready now for lo!ajor Lyonat 

Yea. 

The orders we have that are open are Canada, 
England, Prance, and we are C&l'%71n& the 
recent orders , .t.nalo-Prencb. We den 1 t know 
how much they are. Tben there ia Belgi- , 
Bra&11 - -

l'ihat have you got tor Belgium! 

There are :55 pursuits. I will have to go 
back to the company to break that down. 

Vte can get 1t o.ftor th1a . l'le will get some 
rough i dea. There are :55 to Belgium. What 
elaet 

Brazil, 24. 

~e don't want to take t hose. 

China, Egypt , ?1nland 

How much baa Finland gott 

They are just about cleaned up, according to 
th1a report. They have some sparea. Iraq, 
Netherlands --

~bat ia Netherlands! 

They have a balance of t wo . Norwar, 101. 

Are they purau1ta, do rou knowt 
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'lhey are all CUrtbe, ve1'7 siJ:Iilar to the 
French air-cooled , inverted job. Portugal, 
eight O~a. Siam, 18, Sweden, of course, 
1a 268. 

268t 

Sweden ia 268t 

Yea , air. 

flba t are t h ey! 

There 1a a P- 35 , which 1a the Republic job, 
and also an ad.vanced model ot t he bailie P- 35. 
'lhey are all from Republic. They call it thei r 
pursuit airplane. 

They call it what , tbe pursuit 1nterceptort 

Purau1t interceptor, yea. 

Ia that 1n addition to the Vulteest 

Are t h e 144 Vultees 1noluded 1n the 268t 

I am aorl"J, 14.-& - you were right - are trom 
Vultee . It is t h e interceptor. 

And that 1a included 1n the 268t 

'!bat 1a included 1n the 268. 'nlat co,.pletea 
the a1 rp lanes. ..f._-1:; 

'lhe ens1nea, by oountl"J, are the Anglo-French, ~?/:.J 
Brazil, China, England, Prance, Netherlands, · 
aaue list practically. 

Vlell , if it 1a agreeable to you (lolarshall) cculd 
he give them 1n more detail on Belgium, sweden 

. and Norwayf 

Certainly. 

And U he could give i t to Young and then --
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You want both planea and ens1nea! 

And anything alee , lll&ohine gun a or anything 
elsa, and let ' s aee ir Foley can work out a 
way that we can lay our bands on them and 
than ir you gentlemen have to decide whether 
they are of any use to you, and if they are 
not , can they be turned over to anybody else, 
such as Canada. 

or can so:nathing alae be tumed over if we 
can ' t turn over those th1ngaT 

It you coul.d work that out, Ed, 1t would help • 

Yea. 

I have one suggestion, Nr. Secretary. Aa long 
as we are going t o present something to the 
Attorney General, t h is 9822 starts orr with 
a preamble, Section 14, that notwithstanding 
any other laws •• •• Now, on June 15, there 
was a bill approved by the President to extend 
help to the American republica, t he Latin and 
South American republics. It authorizes the 
Secretary of War and the Secretary or :1avy 
to build and cone truc t , and so rorth , 1n 
Navy Yards and areenala. What erreet does 
this later law, this 9822 that we are tallc1ng 
about here this mom1ng, have on our abillty 
1r we care to - it is no t a manda tory law, 
that South American law. What effect haa that 
law got on any request we may receive now 
tro:n a South American oountr;yt Chile, for 
example is a speeirie ease right now. 

Ylell, Admira,l. , I would like to atudJ it, That 
1a a question of statutory construction here. 
Don 1 t you th1nlc it would be a good idea to 
cover this , say, because it has a certain -
this 9822 is a restrictive law. It doesn't 
give ua any authority to sell anything. It 
puts restrictions on the sale or exchange. 

158 
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And I don't know whether that ia going to 
hnve any - throw any monkey wrenches into 
this South A!neri can rule or not . Of course , 
as I pointed out, that South American bill 
of June 15 is not a mandatory law at all . 
It merely places that d1acr et1on with the 
Secretory of liar and the Secretary or Navy. 

That South American lea1slat1on was s~~ething 
they drove very hard to get through the last 
session of Coneress and it waa hold up and 
they did get it through t his. The President 
is very much behind it. It ia a question of 
whether it isn ' t largely nullifi ed by this 
9822. 

It may be possible to read the two or them 
together. It is a question or a law of 
special application deal ing onl y with South 
America passed at the same session , but 
earlier than a later enacted ceneral statute 
that lays do•m restrictions in so far as the 
•mole field i s concerned . It may be poss i ble 
to rood the two of them together and read 
an exception out for the South American 
thing, but I v:ould have to study 1t. 

To start right off, th ill 9822 aays , " tlotwith­
stond1ng any other laws." 

Thank you very much. 
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TEL£G!Wf SENT 

RDS PIA I N 

Jlll;y 3 , 1940 

.li!EMB,,SSY, 

LONDON 

1572, Third. 

Department's 1343, June 22. 

Rubber Trade Assocla tion haa finally replied refer­

ring to lar ge tonnage purchased for shipment during months 

J1:1y to Dcctmbtr, concerning which the Association says 

It was the und crstanding, conf1l•mtd several times by the 

Rubber TradE nSSoc i ati on of London, acting upon advice 

of the Bank of Engl:lnd, that frtt sterling could be ustd 

in PGYJ'!tn t of these contracts rtgardltss of when the docu­

ments a r t presented . The .1ssociation adds that to esta­

blish now any terminal d a te P' lor to tht time Dec ember 

shl pcent con tracts "rt liquidated, curtailing the usc of 

free sterling in payment of rubber , QUOTE would •'Ork an 

extreme h::rdship on .. miiriccn rubber importers and would 

furthcrmot•t upset ~n undcrst'lndlng which we a lready have 

T'l th the au thor 1 t 1 ts in London UNQUOTE . 

841.5151/1653 

E .• : fL : PB EU. 

HULL 
( .... o) 
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P'.OIRAL. RESERVR aANK 
Of" NEW YORK 

CORRESPONDENCE DATE hlJ' J, l94Q 

I call .. llr. Bol'- d lla4J ~. I tlra\ ret~ \o 

bil cable *"4 •Mlla& wi\b ~ ~'-a Bank Uld eciYS.a.. h1a \be\ 

tht Tren UIT had au\bo1'1HC1 tbt 1 ...... of a•eral Uoeuea tor 
thirty dATil 

(a) to tbl CbaH la's.-1 BaDk for the lm'011 1lnDeb ot t be Ot'- liU* (I po1at .. out \ba\ \be 
!HI~NFT ba4 DOt aa 7-' acted 011 the !latd.ab 
brmohrobut Boltoo replied t hat the 11om•• tor 
th1 Lolldoo btaacb wa quite a••t•te a1 far ae 
t he BI'1Uab a~rit111 were OODOH'Ded Uld tbat 
tbe Uem.. tor the 1arkl•h 'lll'aaobuwaa De' ~~ramt rroa their newpotat). 

(b) to the Chua lational JlaDit for the Lolldaa otfiee 
of t he B&Dque haDO ... Sil''be. 

(c) to the Chua '• • ttonal Bank 'Uid llarclaT• Bank for 
t he Loadon branob of the Cn4U ~. 

(d) to the Guarmty Trust Co:opaey for the llaDque PGIII' 
1e eo-ro• et l'!Dduv1e. 

Boltoll thallkt« '" tor the 1atonat1on. 

174 

I next ral'arred to oar ree•t a cbulel or cablearaas 

hal1Jli Yit h the ohuce 1n t he -• of t he Bank of J!balmd acc-tl 
IJid told Bolton t hat the Mtter .,.. proar••~ Uld tbat ttw:r aicht 
txpec t to beor rroa us 1n the DIU t'll\veo ) 

I rrNrted to oar telepballe cO!rftr~&tiOD or lkmdAT aipt 
lDd hit cable 1624 of .JWae 26 Uld a llled whether there were art.:T ..., 

tn.lop-t•• The mswer1, lloltoa repl1 .. , wtUch tbe e-'-tt" 11M 

r~uutecl of the• by 1tl r"ent cable, were aotaa to be .. at to tbe 
.be!'lean but• 1n r 'a Uld thq 1a turD wov.l.4 pan thea 011 to t.oree. 

re, of cow .. , ...U aet 6 •PF• 1 ~~ -raelt to IU&Iea\ \bl\ 

loltoa lli&bt wbb aaala to tapn .. UPOII the Aaeriem 'bellka 111 LOIIdoa 

• 
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DA,.. lJ1r ), 19A0e coRRESPONDENCE 

~~ 
L, f, Jl)t:!!o'!!k~O~----­

~-~:...-

suaJcen 1 WI CXJif@l&ftC. !1ft 
••• or •• •e. 

I 

tM J1H4 to treat SA ovloW.t oODtU-• ~~~ wlllch t)lq ld.Cht 

ltUB tra tho Ball: ot .,,.,., Ullo SA ol'dor to &'tOU a pro.tvo 

l ilt or wh1oh thoro hod beon nU-•• SA two rooont ••••• wltb tt~o 

rellllt tbat the etorlill& ~~.~trket _.. 11M 10M 11'1Uo CcniU he oq 

ntll -ruenco, Bol'- auod, t he t wo bad 110 parUCIIIlar obJ•U. 

to t he propoeale dhouood SA bit 1624t I ropllod t hot U wu, fit 

eoar .. , 41tt1cult tor u tlal.lT to Wldorotuld all t ho dotaU e to.bN 

ll])OII 111 h11 aoeeaao bllt thet I 11M v1 .. to a pla1.n to h1a ooro tull)' 

111 OW' conYereatloD of 1aJ:T 1 wtlat oiU' 1apon vade •• bopSJl& tor 

and how 41aappo1Jltod 1t would be 1t eoao 111tWall7 .. tbtaotol'7 an..,.. 

&lilt couldJII t be wor kM out aJI4 t hat 1t aoo.od to ae t hat - ocm­

cul1 na on the pan of the Br1t1eb ld.Cht be worth whUo. Bol'­

replloc! that thq still d14D't Wldoretuld bow our laportoro 1a 

eono!1t101la 1110h aa ban pro..Uod ill till lat t D1Do aoatba at l .. •t, 
could b&Yo U WIIId t ho oxch.mc• rlalt Which tho7 nldctl)' did u.-; 

that their proood'Ciro wa1 al.topthor dlttorODt t'I'OII t hat toll zo4 "' 

tbe 1aportou 011 Ilia eUo where tho l a tter ba4 al~ taltc tbl 

Precauuoo to coYer Ills oxe~ aDd ~ to allow b1&solt to ra 
111 Uohlnae r1alt 1Jl a aukot ao orratlo u that tor tree eterlilll 

111 r"ent mcmtb80 !be th001'7 - wblob OIU' t.ponera bad operated, 

1t • ltOIOd to thea 1n Loado~a, waa a 'tWFT poor oa•J ae'N1'tho1••• tbe 

Brithb avtbor1Uoo wore 4oU. the lloot tb07 oould to - t.t.o. 

tbroQCil. 1 rop•t .. tho Wbol.o ar.-t &4-od "' - ~rtoro u 

li'<'lll to !oltoa oa z 'IJ' ld.P"o Ia npl.T to bh ~weriloa I d&W 
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~Fflll;,;l;. CORRESPONDENCE 

:u 
, 

DAtt NY '· ltAO. 
SUaJI:C'n m 61 CXIJif 'ft(W JIU!II 

IMIII OP IRWID. 

tllat aopr ot hh oablo 1624 11M 'bHa , • ...,. .. "' • to "-

!rt u lll')' Deps:rta•t1 Ulat I Mil ba4 DO l' ... t10D 10 tu 'llllt tlaat 

prt.,..bl1 t hh •tte:r was bo1ac tvthe:r pa:rne& thrnp Jl:r. Ke 

Jtlton addtd t.hat U Ill I I to ~ tMt t.M a ppnoi&UOD la tllll 

hM tttrlinl :rata wtd.ob ba4 'bHa ~rr1bt allolat '117 tba latolt 1tope 

tu;c by thl 111'1\hb ... tiM ftl')' UI1JI& wblob oa:r nU!o:riU11 -u 
n.. 111. th I1IIPO "117. 

I ~ Boltaa ot ., plait to 1•t ... ,. to:r a t .. u,. 
IJid •IIICtlttd that lt ha wan~ to talk to UQ'bo4F M:ra abolat thll 

txcbUICt u tter ha oall lifo. •~n wbo 1n tUI'D wo1Wl IIIMp llr. l p:roul 

l.lltoraecl. 

L"'XrD 

... ... . . 
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1'01 Aaarioan Eaba .. 7, Boae 

10.1 2'78 

DAft I Jul7 3, 1940, 7 P••• 

'1'be Departaent haa been 1n1'or.ed b7 the hou .. a in 

:.77 

thh oountrr who aoted a• the 1 .. u1ng hou1e1 for ~1/2 

percent dollar bond• of the Oit7 Of Roaa aDd who are nov 

acting a1 pafing agent• ~t the X.,.or of Rcaa hal notified 

thea that 1netlad of aek1 ng dollar reaittancae to coYer 

the Julf 1 1natalaent for debt ee~ce on the $16,000,000 

of theee bond• outatand1ng, it 1e planned that a depoeit 

aball be made in Ital7 in bloclted:ffanaferable lira. lbe 

Alller1can houeu aleo •ar (1) that in 1926 men the 01t7 

ot Roae loan waa iaaued, tb8 GonriDent of Ital7 agreed 

to par during the llfeUae of the loan, twentr-f1 n reara, 

under author1 t7 of Italian Bo7al Decree, certain ammiti" 

wllich were to be autfioient to conr the loan "rTioe, aDd 

( 2) that the GoTeriDent of Ital7 agr"d that 1 t would bll7 

troa the C1t7 of Boae the entire dollar proceed• of the 
at 

loan and that/a111 Uae neceaearr to aerrtoe the loan, it 

would reeell dollara to the C1t7 of Bo• at the eaae rate 

at wllloh it bought the dollar•• 

It eeeaa to the Departaent that under the cirouaatancel 

t hh action, 1f carried out, Y1ll be tant .. ount to default. 

fbe 
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fhe 1nJ111'7 aDd lo .. whioh wo'lll.4 l' .. ul. t to Ulli ted 11oaha 

bol4era of theee ~ 1f 111oh aoUon ftl'e Oa1'1'1e4 out 
-~-

:78 

wolll'lt' be regrettable. ltal7'• publ1o ora4U 1n the Ull1ta4 

Jtat .. baa been aa1nta1na4 oYer a pa1'1o4 of llaD7 :reara. 

J'r011 the a t an4po1nt of the Itallau aa ·well aa froa olll' 

etan4po1nt, t'lltlll'e ore41t l'llaUonah1pa a1'l llkel :r to be 

1n.Jured. !hie will be DOted all the a on beoauae of Ce 

taot that at the p:reaeot U a e there are DO oontrola 1n the 

UD.l.ted Jtatea onr rea1ttanoea of ao:r IUD4 to Ital:r aDd to 

I t alian Dat1oDale. ~ Departaent will appreolate 1t 1t 

;rou will 41101111 thla aatter with the I t alian Oonraent 

1n an:r manner vh1oh 7011 oone1der aoet effeot1Te aD4 appro­

pr i ate aDd tr:r to get thea to take oare of th1a loaa 

1erT1oe b:r t he r.aittanoe of dol l ara. 

HULL ( .lClll ) 

U:H.r:D 

U.: D 

J 
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Copy for llr. Coc~Jn9 
FEDERAL Rn&:RV& •ANK 

OFHFW YORK 

CORRESPONDENCE 

SUaJt:c:n foJrcheM l pMie Benke 

L. W, KnOX. ------

(Coplu to IIeure. Coobru, llouae &Dd lloaeU) 

llr. Rouse told M \oday ~ t aeoorClnc to ll&rltet blUet' 
I 

tbe Iokoha&a Speole Bulk baa two aecurlty acccnmta, -• for the 

••• Yor k A&IIIOY ud the other for the ~ offloe. 

Aa recarCa the lew York .t.ceaqt a aoccnmt, t he aarut 

t1curu that 1t bad 11qu14ated lta nol4lnc• before the &arly aprlnco 

The aeco1.11t ot the ho .. offloe, - the other band, whloh n a 

ut1aate4 to ha"' bel4 bene. w,ooo,ooo &Dd t,o,ooo,ooo 1a 

nlc! to have aold dnoe the bec11m1Dc of t he total1tar1&D war/ 

about $2210001000 operatlnc cuefUll:T but a llloat dall7) aad that 

tbtll Ialii uy CODtl!Ne stU t J010001 000 to . ,01 0001000 baft 

bun liquidated, .lll tbeae, of cCNrae, are eatlut .. &114 cue••••• 
Yokoba:o.a Special BaDit bee c merallT 111 t he peat bee -ndJ."' 
n th ba'lflnc exnollecl fairly ao\md J111lca-t Ul4 urltet aot1Yit7 ~ ,t' 

., 
u 

.. 

-
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Secretary of State, 

Washington. 

692, July 3, noon. 

/ 

ORAY 

stockholm 

Dnttd July 3, 1940 . 

Rco 1d. 11:59 a . m. 

Dt~art~cnt •s tEltgraph No .~, Junt 21, noon . 

R.:c;>lllm.:fiO rtltest ·for transfer b'sok to Harrson •e 

150 

sccount f unds smounting to Js400 belo~a1ns to Swcdish citi­

zen, H1rro HorJ•snn, "''11ch orc at prtt.£nt dc positcd in the 

National C1 ty rank ')f Nc" York in tt.c account of Iia rrson' a 

Danish employee, Svcnd Michrls rn . 

S'l'tRLiliG 

TFV 

Regraded Unclassified
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.. - plMM4 w ~ ... .,_ ..sau. fill 
... J1en7 D. Illite, ~ fill ~ ~. 
to - u a IIIIIIMrr fill tM !loud fill !Nnoo• _. 
ltnew\1.,. c-lttee fill til. lalt Ja til. plue ot 
~~ P. cntea, lr., r-tpe«. 

1M appeJAW.t ot ... Illite .. '"-* wUl 
M _.. •• tM DGt ..t1Dc ot Vie !loud. Ia Vie -u. .. bope ...... wUl .... -'Up ot ..... 
lho'ol\1 ... c-tu .. . 

181 

-­..... ...._ .. 
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PI I 'ct-\ 
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I 

I 
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:'LAIN 

London 

Do.ttd JUJ.::r :5, 1940 ' 

Secretary of State, 

WaShillGtOn. 

19Gl, 3rd, 

~cc •d 12:50 p .m. 

PO R T~.\SUJ1I PrlOtl l3UTT'.:: ;J . .'C ,m;. 

The text of thE >;>\U'clulce ta.:: (announced by S1mon 

i n his budget apttc!l sE£ my !:o , 10~7 of A_;~r:.l 23) gives 

no indication of the rate or date of operation, these 

~etaila to bt settled ~Y Parliamentary resolution. Tht 

bill 9l'OVides fOl' r£ 3istrat1on Of mc.nu!'ncturtrs 1 

wholts~lcrs c.nd importers , salts between whom will not bt 

taxed, but salts by whom to non- rEgisttrtd finns 

(rEtdlers) 11111 llt t:u:cd on thE :lric£ paid by thE retailEr 

inclut\ins co.rrio.e c , ~-:ports will thuc not i:lt taxed. A. 

~i~e ronae ot gooCs ttill llt included the ~rinci?al 

exce~tiOOS being liquor, toba cco end snsoline already 

highly ta:te~; too<i , drir.l: , children ' a clothing ~tx! 

footwear, fuel , lignt, ~ttr and rent end er.ptns1ve 

medi cinal a nd surgical goo~ts . •1Cincmao" 17111 ':>t subject 

to a separate tax, nu bill l'lill :rcocivc its second 
r 

rcachn:; nex t 17££1:, :iatur:l.lly the 'l'caulto i:loth ntfaa1 

:.l!Ci ccono.~1c dEpend lcrgrl:r on the ptrccnto..;c rot_!: of 

the tc.A. The FiliANC~ d~ ·s t:Jtimctcs t!lt turnov:r liable: 

to the tax at about 3tlg 650 ~1llion, 

' 

/ 
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411 ORAY -
LOND<JI 

Dlltcd Jul7 :1, 1940 

Rco 1d 4 109 p.m. 

StorEtC1ry or Ste1 tE, 

fiC1ab1ngton, 

1964, July :11 7 p , m, 

FOR '!HE SECRETARY OF SH'lE AND SECRETARY OF '!HE 

TREASURY, 

Your 1:1:15 and 1:5:571 Junr 22nd, 

Aftrr protractEd d1acuaa1on with thE Brltlsh 

'l'rraeury and til£ Bank of England they have agrHd to 

rEgularizE thE lnttrlm arrangEment prrv1oualy rtaohEd and 

lsaut an rxchangt control notlor to b~nke 1nd1cat1ng that 

prE-IIarch 8 contracts for thE old SB products oan bE 

aatlatlrd by purchasE of atErllng 1n the unofficial 

III&J'kEt ae long as such attrllng 1a available, But ae 

rou know 1t 1o thE 1ntmt1on of thl Brltllh JDOnctary 

autbor1t1Ee to wind up that markct ae eoon ae poea1blE 

and only have onE tffrct1v£ ratE , namely, thE official 

ratE , ThEy furthEr agrEEd that oaere whEre of f1o1al 

•trrl1ng baa bEEn purchasEd alnot June 8 1n ea t 1sfact1on 

or euob prr- llarch a contr acts will bt rrconal darcd and 

rcot1f1oat1on o madc, probably 1n the 1br. of according 

such 

183 
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' 

· 2· #1964, July ~. 7 p. m., rrom London 

suc~Amrr1oan importrra an adjuatmrnt baard on thr 

cloe1ng ratr in Ntw York of thr day on which thr otttoi al 

st crl1n~waa purohasrd. 

This is an alleviation, but of ooursr only a trm-.. 
polary on£ inesmuch as thE rttrot1n tru markEt 1s to 

bt ttrminattd. FUrthErmorE, it dora not dtal with thr 

gtntral o ontrccts madE bEforE JunE 8 if attrl1ng had not 

bttn bougbt by that dstr for thEir aatiafaotton. ThE 

ergumrnta pro and con 1n this matttr arE stt forth in ~ 

1773, Junt 21, 7 p. m.; but thE c~ of tht matttr is that 

whrn Vlaah1ngton acquiEscEd in tht ban on thE salt of 

British ataurit1ts in thE btntfit of Amtrioan owntrahipo­

and I now gathEr thE British ~rasury was holding i ta 

brtath awaiting thE dtciaion--it automatically agrEEd 

t o such a diminution in thE supply of strrlingaa to makr 

tht 'l'ruaury' a rEquE"St of PinSEnt on J\mt 14 impossiblE 

ot tultillmrn t . 

~E notict will bt cablEd whrn it is drawn up. 

KEN NED!( 

NPL 

184 
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1M leoroWoi'T of fta\o prooah ll1e o-.U...h 

to \Joe loMNllle \lie leorotaq of \lie tr.nJor eat 

eacloHI t w copS.• of to'OCI- la :rr-ll, .... )0), 

)011 eat )05 of hlT 1 , 19llo, f- \lie Min-~•• 

Jau- of \lie .,.Uoaal luk of .,.lei• tor ,.._rol 

18Hn., ... Tori<, •4 ou tor J14aU\ao roprd.l.ac 

oonat.a ~h to 11o ..u. 

~ ,, ]811o. 

!be 3 ••-..• wro plleMI \o •• T. a\ 3 'p,a. hiT 3 • 
lb-. Ooo!uu la ooa-uoa wt.\ll ~~r. J:aaa, O.,loo ..ue& 
\lt.h dato to ,.._rol .,. .. ..,. luk ot •· T. fer at._.la 
•. a-..... 

165 
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ScGrttarr Gt State, 

Washington. 

~OS , Firat. 

POR PIDELITAS. 

PLUJI 

Bordrauz 

DatEd .Td;r 1, 111t0 

RrG'd 1111' p. m., 2nd 

~781 YGUS rtGEYr£B dt fEdrtatrYE 321o918 dGllara 18 

ortd1tra Gomptt d gou•uncmcnt brlgr. Cr Ytrarm.:nt rat 

cttrctur pour paiemEnt Goupona 1 Juillrt cmprunt btlgt 

6· 0/0 266. 67' dollars 1/•- o/o GOmm1aa1on 664 dGllara 18 

rt dotat1on amortlahtmcnt 1 ju11ltt 65. 580 dollar• oab1ta 

rxrout1on ohta Banqut France tarbta hautca Pyrtnntra 

••lac& m1n1atrt thtun1a ambaaaadr bt1g1qur gouYErntur 

janaatn Banquc Nat~ona1£ Brlglqur. 

, 
Elll 

.... 
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NC 

Secretary of State 

Washington 

~~ FIRST. 

PLAIN 

BORDEAUX 

Dated July 1, 1940 

Rco ' d 5127 p. m. 2nd 

POR FEDERAL RESERVE 0 HEW YORK. 

216 VEHDEZ OR A CONCURRENCE ~40.000 DOLLARS AUX 

PRIX DE 5 DOLLARS IIOIHS 1/4- 0/0 HAHDTIHG CHARGERS A 

PRELIEVE NOTRE DEPOT A CHEZ VOUS. CREmTEZ NOTRE 

COMPTE A CABLEZ EXECiJTION CHEZ BANQUE FRANCE TARBES 

I!AUTES PYRENNEES 288 GOUVERNEUR JANSSEN BANQUE NATIONAL 

BE.LGIQUE. 

YIATERW<N 

NPL 

~87 
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• 

JT 

Secretary of StatE, 

Washington • 

3041 first. 

POR PEOOESERVE NEW YORK 

PLAIN 

BORDEAUX 

Dntcd July 1, 1940 

Rto 1d 9130 p. m., 2nd 

217, PIUERE VERSER CREDIT COI&PTE D G011VER1!ElmlT 

BELGE CHEZ GUARANTY TRUST COMPANY 321, 918 DOLU.BB 

18. CABLEZ EXECUTION CHEZ BM:QUE FRANCE TARBES HAUTES 

PYRENNEES 516 GOUVERNEUR JANSSEN BANQUE NATIONAL£ 

BELGIQUE, 

:lA TERMAN 

HPL 

188 
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189 
T'reaeur;y DepartDent 

Division ot Monetary Reoearob 

Da to--Ullt.l t.!lOu.__l9 

Secr.t.&r7 lolo.rgent.hau 

Fr011: llr. \bite 

This is the r.por t which ls to 
submitted to the Cabinet Coanittee 

n Inter-American l:.conoodc A!toirs • 
thought you might be inLe~ested in 
ading it over before the neet ing. 

MR. WIUTB 
Branch 2056 - ROOII 210 

"'·--~ ' 

I 
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&TRIOTLT OOIInDEJITUL JUly 3, 1940 

fhe Interdepartmental Ca.ittee of Expert• IIUbllits 

the following reo-.endatione for imed.iate atepe to be 

taken by the Oonrnment of the tJn1 ted 8tatee in the 

ephere of inter-Merloan eoonomio ooope:ratlon, pend.ing 

the outoome of negotiation& w1 th the other .American 

Bepublioe relative to a more oomproheneive plan of 

cooperative aotion. The ao..ittee expeote to aubmit 

eoon ite reoo1Dondat1ona with rogard to tho nature of 

tho propoaale to be laid before the othor Aaor1oan 

Republica. 

I. 11tD11URT 01' RECCIIBJIDAfiOJ8 

fho principal rec01Dondat1on• •do in thie Raport 

II&J be "-rl .. d aa fo11owa: 

1. IIDOd.iate oroat1on of an offeotive meana 
of fo=ulating pol1o1ee and of coordinating the 
wort of the uiating and propoeed oporat1DJ 
agenoiee througb the appointment of a eingle 
Ooord.inator, f1mot10D1ng under a pe:rMDont cabinet 
O~tt11 on Intor-Morloan loo-io Atfaira and 
11'1th tho aid of appropriate 1ntordepartmental 
toohnioal ~1tteee. 

:.so 

a. 
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a. II:DaotMD~ of lepelaUOil pe&ttbc tibe 
JIIOODitNOUOD J"MI!OI OozpoAUOil W Ht 111P a 
appzopnate &pDO)' o:r PIID'Illlu fo:r budUJII upon 
pzodllote of tile Wenem a.t.llplae:re. 

3. Jf -rpllOJ' litla&UODI lbollld dnelop 
pendinr the o:reaUOD of the lliW &pDO)' o:r apnoiee, 
t•po:r&:rJ' uad UaUed uUlhaUOD for the pu.zpoeee 
1u 'fin of the eztninc powe:re of the oa adiiiJ' o:re41~ 
Oo:rpo:retiOD, p:ro'fided that the AUOZDIJ lleDI:rel fin41 
that the OOzpo:rat10D11 fUndi ~ lepll:r be ueed fo:r 
thtee puzpoeee_, that &pproftol 01' &OqaieiOIDOI 11 
1eou:red fro. ~AI 0cmc:rell ad tha~ ~he Rr0 11 a~ 
onaed to Mite a 101111 w llW Oozpo:raUoa eqgal to the 
UOUDt of ua:r tlm41 thaa undo 

6. lna01aen~ Of 181ielat101l 1DOHII'DC the 

!91 

11Dd111C powe:re of the ~:rt-IIIPO:rii B&llt uad 11be:ral.-
111Dr - of the aietinc lt.s.tat10De Oil till aoU'fittee, 
in order to lll&ble the Balik to ezpu~d 1te aoU'fiUee 
w1 th :reepeo~ to p:rodlloU" 1nneaen~ in thl other 
AMZ'loan 001111t:r1ee, the :r•41:rllla of an1ei1Uloe u :r... 
p:r41 t.M41ate fo:reip ezollap nee41 ad the pro'fi­
liOD of IPJiroprlate -eroial o:re41t ~111t1ee fo:r 
Allert ou eJ;pOne:re. 

6. raraul.at10D ad 1n1 t1at1oa b:r tho f:rHRZ'J' 
Depa:r1;1eent of a p:rocz- fo:r lcmpl'-tem ooope:ret10D 
with oe:rtaiD Aaenou 001111tr1e1 1D the oeiiabliebaollt, 
tt:rencthllliDc, uad iap:ro~~ of their _.ta:r:r ad 
foreip u:obuge .,..~- ad 1Dit1 tut10DI• 

6. IIIIPl••-U~ OD the peri of the ~ te4 
ltawe of tha OoDv•t10D fo:r thl eeiiab11.._t of 
u Inw~no&D B&Dt ad 1no:roued effort OD ou 
pan to 1n4aoe othe:r Aae:r10&D RlpabUOI to pn 
th11:r adbo:r.oe to ~hi Ooll,_t10D• 

7. P:ro'fie10D of eutt1o1•t 1'lm4l ad of a 
IU1 iiablt etatf fo:r the Inw:r-.lalrlO&D DIYO~~ 
a-illiODo 

Tho I'O&IODI fo:r thole :rooQPaiDdatlODI are 4110UIIed 

bolow UDder IPJI:ropnaw hea41IICI• 

u. 
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U, OOORDIUTIOI Or AOTIVUIU 

In order to aake poeeible the .oet r.pid crg&Diza­

tion and the 1101t Vigorou~~ effectuation of the entire 

prog:ru of aot1on and to enii\U'e the putting into effect 

at once of euoh ~~eaaurea aa can be undertaken through 
• 

exteting agenoiee, there ie urgent need tor an effectiTe 

eeane of coordinating the .arioue &Ot1 Vi tiee enrteaged 

in th1e Report. ror this purpo11, 1 t 1e e88ential to 

eet up a oompaot and effective polioy.foriDUlating group 

which would tllnotion 1n oloee touch with the esnral 

operating agenoiee. 

192 

It h rooo-nded t hat policy forlllllation bo ontruatod, 

under tho Proe14ont, to a per~D&Dont Oab1not Oomllittoo on 

Intor-Amorioan J:oonOJD1o Affaire, acting through a einglo 

Ooordinator, There shO\Ild &leo be BBtabliehed fro. 

tiee to t1ae appropri.ate technical o-.ttteBB, •de up 

of repreeentatiTee of the ..arioue intereeted agencies. 

The Coordinator Bhollld be 1n a poei tion, with the 

aid of the teohnio&l c088&1 tteea which ehO\Ild tunot1on 

under hie ohail'MDihip, to ooneider eituat1one which III&J' 

&riee involrtng a partioul&r oOWitry of the Weetem 

Bllliephere, a particular oc.aodi ty or grouP of o011110di tiel, 

or broader probl••· Be ehollld be in a poei t1on to 

deteZIIine, w1 thin the truuworlt of the broad polioiBB 

laid down by the Oebinet 0c.a1 tteo u d apprond by the 

Preeidallt, 

/ 
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Pretii»Dt, ill wbat -er IIDcl tb:roacta wbat acenot .. tbe 

0111 ted Stat .. will be abl e beet to aot o:r to ooope:rate 

in dealing wi tb eaob putioula:r p:roblea. 

III. ~DLIJG or IIURPLUIZII 

In o:rde:r to deal witb p:reee1ng p:robleae a:rie1ng 

out of clhlooaUon of ove~~ •:rltote fo:r tbo p:rocluote 

of tho o01111t:r1oe of tbo Beatepbe:ro, tho tln1 ted Statu 

Ooftnllllent lbo\lld be in a poet t1on to ll&ke nleoti ve 

pu:rob&eee of particular oo.mod1 t1ee o:r to ate loane 

apinet o:r wi tb :reepeot to euob ~41 tiee. In tbh 

ll&llller, a bard p:re .. ed nation wo\llcl find i teelf in a 

vaatly et:rengtbened poeition both ae :rega:rdl ite 

eoon0111io ei tuauon and ae :rega:rdl i te bargaining powe:r. 

J'ao111t.iee a:re &leo neoeeaa.:ry fo:r d1epoe1ng of• the 

procblte aoqui:red th:rougb PIU'obaee o:r loan• b:r IIUOb 

aethodl u the following: (a) aale o:r exchange onneaa; 

(b) 1noreued t:ra4e -.eng the .ble:r1oan oount:r1ee, where 

thie II&J' be found feaaible with due :regard to ~etio 

ooncl1 tione ill the oount:r1ee oonoe:rned; ( o) t:ranefe:r to 

etoote of et:rateg1o •te:r1&le o:r tO clefenee agenoiee in 

tho tllli ted Stat .. : (d) :relief cl1et:r1bution in thie 

country, in other Alle :r1oan oount:r1ee, o:r oTe:reeaa. 

Tho PQWI:re in thie general field eho\lld be eutfi.­

oienu:r b:road to enable tbie Oon-nt to participate 

offooti ftl:r 
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offootiTelJ with tho othor natlona of tho WoetorD Baet­

IPbore &Dd po .. lbly with othor oountrloe in tbo doTal~ 

aout of 0011111041 ty produotlon and •rkotlll( •sro-te, 

anc1 to on tor into &rft.DgoiiOnh with 1n41 vidual oountnoe 

inwl'flng tho buJ.k or a1l of tho other oountrr•• oxporta. 

lx1et1ng agonoloe do not poe.oee euffioiontly broad 

powore t o oarry out !ll of tho eo purpoe .. , &ll of whioh 

a.ro deOIIOd nooooeary to a fUl.l euoooee of tho plen. I t 

ia, therefore, roo~ded that log1el&t1on bo onaotod 

which would po:nait t ho Ilooonotruction nD&Doo Oorpo:ra­

tion t o c reate or organize a corpomtlon or oorpomt1ono 

whioh wouJ.d have the neoeooary powera, and t b,at euch en 

agency or agenoiea to be aet up iamediately upon the 

enactment of the leglalatlon. A copy of a d:nt.ft bill 

and a euggoation for a poAible atat•ent by the President 

i n connec tion therewith are attached. 

It ehouJ.d be noted thai the oa.modity Orec11t Corpora­

tion hae the power under 1 te chartar to oarrr out BOM of 

the e .. enti&l opemt1one en'fleaged, &Dd that, with a 

change in 1te financial polior, the corporation coUld bo 

Plaood iaediately 1n a poai t1on to c11 nri tsoo,ooo,ooo 
to tJ.,000,000 0000 for that purpo&eo 'l'hiH 11, howeYOr, 

-e doubt ae to whether the Oorpor&t1on•e broad charter 

PGWa'i'i carry with th• the legal ngtlt for &D agonor of 

thia Oo'l'orn.ont to utillae 1 w :tlmcl& for 10&11& an, or 

purohale& 

•()4 ... 
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p!U'ohaaea of, ~41 u,a o.f o*her ooUDh1.ea, aD4 1111 

opinion of the .lttorne:r General on thh point 1e being 

requuted. Moreover, there are gran dolllta .. to the 

political advieability of auoh • oourae of action. 

levertheleee, if a preaaing aituation aboUld develop 

pending the eetabl1ehaent of a new ageno:r or ageno1ee 

propoaed above and if the Attorney General finda that the 

tlmdl of the Corporation .ay be uaed for the purpose in 

v1n, it h reoo.tendod that the powere of the Corporation 

be uaed at lout toaporartl:r and on a 11•1tod ac&le, p~ 

vidod eithor approval or aoquioaoonoe of tho Congreea ia 

aoourod. It ie alao rooommondod that in tho ovont tho 

Commodity Credit Corporation ie ueod for thia purpoeo, 

tho RIC bo authori&od to mako a loan to tho Corporation 

equal to tho amount of any tunda thue uaod. 

J'inall:r, the Co.mittee doee not bel1en that it 1a 

neceaaar:r to reach at tbia juncture a definite decision 

w1 th reepeot to the poaaible uae, in the handling of 

coaaodi t:r aurpluaea, of exchange control and 11Ult1ple 

currency ayata.a. 'l'he matter c&lla for •uoh addi t1onal 

1tuc1y and 18, in an:r event, of far greater i•portanoe in 

OOIUieo t1on 111. th the larger cooperative plan than wi tb the 

meaaurea here reoo..ended. 'l'he preaent reooa=endatione 

Do1 thor preclude nor roquiro tho uao of exchange oonhola 

and au tiplo ourronoiea. 'l'ho c1oo1eion aa to wbother or 

not 

:ss 

Regraded Unclassified



:!.96 

not tuob Mthoda Bhould bo •ployed and, 1t they are, 1n 

wb&t mea8Ul'o and in 'BIIat fo:na, 18 a -tter of poUor which 

oan woll bo loft to later doto:naination. 

IV, DEVELOPDII! OJ' PRODIJOTIOII 

An i•portant pbase of an,. prograa for the eoon0111o 

defenee and progre .. of the Westem s.iaphere 1a the 

pnJmetion of eoon0111o re&dJuetllent and the expanaion of 

eoonoaio aotinty in the Aaerioan oountriee , ~ 

the eatablialllent and denlopaent of eound production 

of coaplnentary c011110d1 tiee capable of being .arketed 

in the Bemephere, and 1n other appr opriate ,.,.., In 

thie field, three exieting and one proposed. agenoio-

nuely, the Dopart.ent of .lgri culture, the J:xport-bport 

Bank, the proposed Intol'-Aaorioan Bank, and the Intar­

.Aaorloan Develo:s-ent Ooaatse1on.-w111, probably, bo 

&dequato to aocaaplish the deeired objoot1ves, 1f tho 

following reoo.aondatione with reepoot to thoa aro 

canted out: 

1. In order to pe:nlit tho bpori-IIIport Bank / 
to perto:na the fUnctions here indicated and other 
function• indicated below._!ts lending powera should 
be i noreued to 1500 ooo,ooo and oert&ln 11Jaita-
t1ons on its aothi tlee eho;ad be liberal. lied. 
There ls attached a draft of legielation wbiob 
would aoooaplieh these purposes. 

a. The 1•pl-ntation Oil the pert of the Uo1ted 
States of the ConTention for the establia~t of 
the Inter....aaerioan Bank, now under wy, ebould be 
'rigorously pushed; and eamest efforts should be .ada 

to 
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to in~• all Mle:r10111l 118publ1oe ~o pn ~bo1r 
adberODOI ~0 ~he Ocm'nDtlOIIo 

3o 'l'he Inbr-Aae:r10111l Jl..,.ol~~ o-t .. tOil 
ebollld be provided wt th a approp:rta~o •~t and 
vi th eutt1o1on~ tlmdl to oany ou~ 1 ~~ wort of 
plaDDlnf &Dd pi'OIIOUnc the doYOlOJ)aiD~ of IOUDd 
prodllo~ n entozp:rteee iD the Aller10111l o01111t:r1ee. 

1'. JOREIOI :UOHAJQE UJI Km!ART PROBLIIB 

It 11111 UDdoub~edl.:r be noooaear:r to ez~end orodite 

to, or othlr111ee to aae1et, certain AaeriOIIIl ooUD~:riee to 

bridge t111p0rary foreign exoh&Dp 41ff1olllt1ee. lloreonr, 

t here ez11t1 a large field tor lODgll'-tem oooperat1011 in 

the eetab11illllllent, etrengthemng, and iiiPro'nMDt of 

111011etar:r and exoh&Dp •:r•t-. 

fbe Ezport-Import B&Dit, if etrengthened in the aanner 

reooa~ended abon, oan expend 1t1 aot1 vi tiel a1 regarde 

t.lediate foreign exchange neede. fhe fraaeur:r llopartaan~ 

appeare to be prepared to initiate a progru of longel'­

tora cooperation in th'o -no~r:r and foreign ezoh&Dgo 

field. It 11 reoo.aendod ~hat the frouur:r llopartaOilt 

ebolll.d prooood at onoo 111 th tho for.llat1on and ini Uation 

of euob a progr-. 

1'1 • OOIIK:IROIAL ORIDif J'AOILITid 

An i•portant probl• which hal confronted 0\U' e::r.­

pOrtore to othor .&ae:r10111l OOUDt:riee hal boan the 111.11-

ingne .. of Oe:~W~D:r to eell goode oo 1011g1r credit tome 

than aro oult-ril:r granted b:r our exportore. In order 

to 

197 

Regraded Unclassified



to meet this type of COIII.Peti tion, it 11 neoeuary to 

provide our exporters, especially the lllll&ller manufac­

turers and exporters, with fao111 tiee for arranging 

apPropriate financing. The aotivitiea of the S:xport­

liQPort Bank in thia reapeot ahould be expanded. 

VII. OTRI!R AO'l']:VITIES 

The need tor many other aotivitiea in addition to 

those already indicated 1f111, unqueationably, arise in 

the carr:rtng out of the envisaged prograa. There will 

bo eueh problema aa commercial polioy relatione; removal 

or mitigation of existing irritationa in various matters; 

poasiblo aubeidization of our o~orta; possible creation 

or encouragement of now marketing f acilities; provision 

of facilities for possible relief dietribution of some 

surpluses; turthor arrangements for toohl:lioal aeeistancc 

to other American countries; poealblo adjuatllant of 

existing indobtednoaa; and many othora. Thoro appaara 

to be no i111111odiato urgency in talt1ng etopa with ro.apcct 

to thoeo questions. It is to be anticipated that tho 

coordinating agency will give them e.ppropriato attention 

as they ariao. 

VIII. RELATIO. TO D I.rJ:J~....ABRIOAN PLA!I 

It 1a bclievod that, properl.y ooordinatod, tbe 

&goncioa heroin deacribed or r ccoaaonded will provide a 

autficicnt 
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.uttioUDt 1'NII8 of ponn lllld • a~teca-'• de1:n141 of 

nenb111tr to euble We Ocmu:'llllltll'• 111 'he ~dla'e 

tuture, to &ppl7 tu1l7 etteot1 n -euree w 11117 e1 t-. 

uon that •1 be &Dt1o1pa,ed. lor the preent
0 

the 

progrea outl1Ded abon ehould be repr4ed u te~~K~r&J:7 

in ob&raoter, w be replaoed0 in 110e' of Ue eea1111t1ale 0 

by the b roader 1111d 110re pe~n' eptea of 1Dter-AIIer10ioll 

oooperaUOD, which wUl, 1t 1e hoped, be eetabliehed 

thro\llh nesot1at1ona -.t 'he .&ller101o11 OOUDtr1Uo 

the aeuuree :reo ud, if r&fidlJ oanio4 1nw 

otteot, Will UDdoubtcdl7 tao111ta'• the CCDdllct of Dego­

tiati ona tor t ho larger pl&D, while prondinc a.orpuc7 

meane of deal1Dg w1 th wh&tnor ... rgeno7 11 tuat1011e _,. 

&rho i n the 11e1111t1ao. KnD if 1 t ehould IIQpCIIl that 

t ho nogot1at10111 w1 th tho otho:r .U.Or101o11 oOUDtr1N would, 

1n the md, fail, tho aeuu:roe propcud 1D We report 

110Uld atill ropreent a eubet&Dtial acc~l111h110Dt frc. 

the 't'iowpciDt of th.o eatot7 1111d eoou:rity of tho UD1tod 

8tatoa and of t he Beaiephe:ro ae a whole. 
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TH• AJ<•Roc.<H Mn A• COMPANY, Lo NoTo:o 
• • eftO A O WAY 

New Yo"" 

fUu-otoC ~ .11!1111 • ·..00 
c,t.IIUM ..-:MI l"rLUliC, !IIC• YO•• 

Honorable Henr:r Korgenthau, 
Washington, D. C. 

Dear Hanr;r: 

BKB:A.l 

Jul:r 3 , 11140. 

Enclosed are oopiea or letters or 1une 
18th and 2let , reepectivel:r, received bJ ae tram 
Wexico Cit;r. Notwithstanding the time whi ch has 
elapsed a1Dce they were written, I am sending them 
to ;rou ao that you me:r eee the aort ot i nt or.ation 
I oooaaionally get from there. I am alao eending 
copies ot these letters to Kr. Hoover. 

It was a great pleasure to see you ;rester­
day. Don ' t forget about Eagle Neat. 

~ 
l!'llca 
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!xtrac t of L~tter troa aexico City dated 
Junt 21 . 194(), 

"lJ' ... . 
Pyt r.IGN f yLICX 

Tho Mexican Aaba saador caae here ~ith aoae cle~out d«aands 
rro:~ .,ntncton •hich th1a GoYernaent a ccepted a t once , 'l'htlt duands 
are spec i ally t or an end of t he P'itth Colt:~~~~ aot1Yit1ea, aoae ailitary 
oeasures liKe road building, and the oonaideratlon <. f coaplete eeonoa.lc 
coo .ration. Soae p•ople here c laia t hat ••xican independence nu 
o•en loH, •bleb, ho<aiYer, i s not the ce ae a a t he CnHe~ •·tatn 
ap;arotHl y J~•• not want t o a.llr: into local af fai r a, Strictly s peaking, 
!t ••Y lla& D a cert ain losa of illdeptndenc e, but t bia aay be only 
t<ll~orory. ..ny• ay i t 1a re:aarlcable that there has b een no oppositton 
sny•here b. r e to th i s change, 

A& to r l ! th Coluan act1Y1t1ea, t h tJ a re a ppar•ntly curtailed. 
1 sa1 •apparently • because whUe t h e neeapapera haY e received ordera 
to takt a coa j)letely pro-&Uy attitude, t he P'i !th Colu:mists are still 
aetl1'1i In ..n underhanded eay. !btir aecret radio stations ill t h ia 
cJWl try art at.Ul aorklng f ull bleat, and nothing apparently has 
~ .. n done about that. 

l cl1co 1 s a111tary ia~rtance seea a to b e highly OYerrated her e • 
• vtryont I s ta.1lt1.nc about t he enoraoua u ount ot araaaent ~h!ch the 
Stat•• •oul d sh i p here and t he t ort.1f1catlons f or •bleb the St a tu 
•ould pay. Poopl e here n en co so t ar a a t o I&) that our sib er • :11 
be bought at tho On!ted Statu doautic price a .d tha t th e differtinCt 
o,t uen ~hu t und the urltet price will be taken away i n t axes by the 
l n lcan Govurna•nt , t he money t o be used t or ara smenu . 

Co..J, ulaory a llltllry senice a s recently decreed by t he Cabinet 
ls ~•~oly putting i n practice a pet idee of the Pr u id en t . l othin& 
•!11 c~~e ot 1t unleu th e St e t e a should take an 1.ntareat t herein. 
lio• I s Mn i co coillg to aa~ntain an ·~ of 2, 000, 000 atn "hen H can 
D•rely toed 50, 000 soldi ers and callDot supply t hu -.1 t.h lll)'th ln& but 
obsohu ~>ru•ent thirty yeara oldt 

IS!Lt ~J.L PJLICJ 

Tne St ates h&Ye clearl y indica ted t ha t t hey do not ca re who will 
Dt } estd. nt bu t tha t t h .. y d ll not s t and for a reYoluti on and t ha t 
tnei Il l support tbe aan wbo is elected or claiaa to be ~lected . 
Su~n dechratlon 1s coaplet ely sutficlent. t o end all idea or 
r •• , Ut l.>n In Mtxlco, lo r wolution i n • exico can have hope or sucoeaa 
•l t !l Ut tho connh ance of aahington, and aa • • abingt on apparently 
JJ 1 no t <ee any nt ed f or chance in t he methods or the l aden Gov ern­
~«D t th<r•e •111 be no r n olution. I u y t hia notwithstanding that 
~t»,le hure are Yery uneasy and t hat lots or a raa haYe been handed out 
,, tt•• laborers. There aay and there probably •111 be c;uitfl -• 
··~:.t!ng anu •~• l ocal 1sol a t itd riot s b ut no orderl y conducted aoya , 
-~J~r tnvse conditions, of courae, !la a zan has no chance. ! be aachine 

1• • l •c t lta candidate , ! Yll' Caaacho • 

.:C.,c.-yVI C ;H!~AtiOI 

( If u,, linHed Statu bu;ra up all a axico' • u port aurpluaea 
"''•~ l .lly =•tala) i t abould belp aattera conaldtrebly. ! ber t 1a 
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ro•itl& r.ol1A& bero Ulat .ador Ulo ... pruldct, llbower or tbo 
~.! lt uy bo, l ollico will 10 back to aa ndllillllt r ntiOD of 110ro o: 1 
lllst aD(i to a &OYe~t wbtoh IIWOI'IlO for all ol&•aoa. CoaaidoriA& :ht d cl.AitJ' or tba Statoa, Ulo lo• tuoa aD4 Ule qreooblo olluto, 

•• sboulcl ha .. a tr•ODdo• ~~- OODllla &lOA& dllrlJI& lNl U tbo 
rore&oiDI expootaUOII utor1&11aoa. I alao toronoo a ~ 110re 
reuonable attltuclo OD tbo par\ ot t b e • • • &cwa~t towanla •Pl.,.ora, 
&ncl a quick aolutloa or all pi'Wl•a poG41Jla wltb tbo llll1tod Stat .. , 
llkt Cbualaal , l&Dd uproprlatioa, o11, lnt1oa&l a.u.qa, . torolp 
debt, ..... quito poaalblo. 

lQRBIGI PCHAIQI 
u roreout 1a _, letter or tbe let.b, u ohanao baa - r•dlod 

~u . tt 11 a•erall:t boll..,od Ulat tbo Baaoo de Aellioo, wb.lob llloaU 
aako tba price, baa ba• dopriYod or ~ln r1pt, aD4 that 4&117 
ordera are alY• froa tbo llt.a1at17 or rtaa.Dco to tbe Balk. thia 
st&DI tba t poUt1o1aaa &Dd 110t tbo OC-'ata are I'UDillJI& ov 1100., 
~llcha, aD4 ~*tor tboao ooD41Uoaa OQJtb1aa 1a poaalblo. I •4or­
staA4 tra. Oonra80Dt alltborit1ea that at tbo - • t niiiJ'boW 1t will 
11ot let the p .. o 10 better tb.aa 110 bat 1t -•octr 1a t ho 11Jl11t17 
ol rJ.nance lboul4 &et -thor 14M OQJtbiJla 1a po .. lble. 

PQL!tiCAL 

Tbe attack oa t rotatr 11 aow 4ef1D1t ol7 attr1bat e4 to tbe 
Couuoht party aa4 aq be uae4 •• a 110t1Ya f or outla•loa that partr. 
Hot~ur, DO atepa bavo ao tar bo• take 1a that 41roct10D aotw1tb­
nan41a& tbat tbe Oonraact 1a aoriouolJ' tb1ck1Jla or 4olll& eo, 
probabl, • ltb tbo 14oa ot appua111.1 J aabi.DitOD. 
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Extract or Latter of J lmt 18, 1940 rroa 
l t&ieo cttr 
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s~ran& e u it UT ae•, bllaineaa here 1a quite cood. !he 
pto; ll bne li ttle to co-plaiD about ud the -rll:ata tor aercbu<lise 
art plenty. or course it allat b e r....tlerec! that tba -u. t ac t orha hu e been stea4117 upudSnc their ow&put t or a nuabar ot 7aara. 
&1l business is at l ll conaidarabl7 ~ioappec! b7 taz pollctea, 
labor pol1ciu and poltUca. 

Tbe 1ncoea ot t h"' GoYarnaent ta &Q1th1nc but cood, and 1t baa 
lra&t ditt1culUu 1D a aettnc 1U p&)'rolla. !be batUraent of u­cbu,e us ettectec! aolelJ for pol1tic&l reaaona acatnat the adY1ce 
oC &11 l eadiDI buatne .. •• aJIAl, I 11D4erstan4, w• ot tha o•tr&l bw. It appears that the Prealdent ta aab1t1ous t o put exchanca 
back to >:bare 1t stood ~~~- ha t ooll: OYar, 1.a. 11.110 an4 w• t boll&h that appears aoat unllkeq at praa•t be at laaat wanta to c•t tt aa near t o that ncura a a poulbla. 

At t he aoaant tbe BaAII: ot •exico 11 tr71DI t o bold uchanca at 
5.£5 to ... bow 1t raacu at that fS..ura and then cra<lua.ll7 put lt do•o to 5. People hera are afraid that 70ur countey UT laderco 
an iDtlatlon and &lao that tb&J a&7 DOt be able t o dlapoae freel7 
) f t heir dollar b&lanceslt the llllltec! Statea enters tba .,.rJ ooo­
u quently there were l arca otfartnca ot 4ollara hera, which, bowwar, at tbt pruent rata of 5.25 baYa coapletaly atoppad t or the -•t. 
Jo tbe other band, bacauaa of the Yer)' strict cra<li t rutri cUoaa 
la Corea here tor the laat tb.r ae -tha, oobo4J baa aDJ aooq to our dollars eicept the paopla who, because or the atoranld rears, 
sold t we1r dollars at 6 an4 who are DOt 7et contncec! t hat thei r sooty 1s aa.te 1D tbe ODitad Shtaa. 

The aioiJic co.pantaa of course con t i n ua t o otter dollars, aDd l beU"e that t he BaAII: will be able t o put t he dollar dom to 5 t o l 
and bold i t thara t or -• tiae. 

Ther a 11 - e talk that the eo-W~tat partJ will be outland o.o: that l r .$ooabardo ! oledano, tba labor laadar, 11 alraa4J tlttlliD.C 
bh back OQ tba Co-UD18t party aJIAl la DOW a 6oc1al1at. 
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TO: • 
~· . 

The attached meaor&Dd,. 1o a f11rther 

daTelopment of econoaic reaaooo for 

repeol log the Tobey profit lialtatioo rider 

to the "fineoa-Tre.-11 Act of 19)4. It 

... t.eed upon 110' ....,rt.Ddu8 to TOU of 

I Jul,. l , 1940, the ori gioal ot which 1o 

a t tached, aDd hao been a ppro•ed b)' Ha.rry 

lllbita. r. i.J . ::; £ 
f/ ;.I 

q ' "l ( 

( I ,ll .l.. , 

• /' 
UR. I'OLBY 

I 
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Vinao~>-frsseell Ac:t, Tob!r Rider 

t . Btekmun:l 

A rider to the Vinaoi>-Tr""""'ll Nanl Construction Act •• o!!ered by 

senator Tobey (then Congressman) ot New l!Nnpehil'e, and adopted by the 

P.cu.ae ot Representatives at a night oeoaion in 1934. The rider purported 

to 1.1Joit profits on contracts !or naval veeoelo and naval and 11111tary 

'!'be rider has been subsequently ..,.,nd.ecl, and ncnr providea tor ~t 

to the iJnited States of all profits 1n exceu ot 8 percent ot the purchase 

price under contracts !or naval veosel.o and &1rc:ratt, or portions thereof, 

or subcontract• imolving acounts greater than ~25,000, pro"rided the 

profit does not exceed 8 , 7 percent o! coat. (Before recent c:bangeo, 

allowable profits were 1.0 percent and 1 2 percent on veeaela and aircraft, 

respactivel:y, under contracts and subcontraota involving $10,000 or more, ) 

II, l!:xamination ot the Tobey rider reve&ls that (a) it is ineffective 

1n llr..l.ting profite, (b) it raiees the epot ot !!l!!&!!Dt to the 

r.ovenytent. (c) 1t oerioualy hampers the de!enoe Ptos:r&?l• (d) it dia­

criainates yainat &..all producers, (e) it !ails to pro"ride adequate 

revenue, !!!!! (t) it .a desifi!!!!d to oeet a !ituaUon which no longer 

tx!.ata, The defects 1n operation are ao urioua u to -.rrant repeal 

or the Tobey rider it a eomprehenoJ.ve and adequate e:mou profits tax 

1o i:nposed, 

(a) The Tobey rider has no relation to a 4ir return on invested 

capital , allowing high profits to busineese!! with a lane capital 

tumover. and dJ.aeril!!in&t ing againat prp<lueers 1l1 t h a slC!" turn= 

over or capital . 
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!'ll1a f .... of prot'lt. lilllt&U• llu DO relatl~p w tile 

...,,.r.ct~rer'e aetW i.afte'-t _. riU. Die .,...rtt .U...S 1a 

a perc.,tap of t.be CODtr&ct. prl.oe ed of ooet. Protlte, 

,_rall.71 ara coneiclered ....._bl.a • _. ... _bla ill t.beir 

r elati on to inTeeted capital. 

1be rider acta to diecri&Data acainet a proctAc_. ill aa 

induat.ry wit.b a &loa capital t111"110ft1". r_. au.ple, a t.11dw 

of b•"7 lhips ed.-'>t tiii'D b1a capital our ODCa in -.. ;rure, 

10hlla a perle Mnl'actwer (wit.b t.ba - -t of capital) 

ed.tl>t turn b1e cepital onr fiT• u- in ..,. ,_.. !Ira eaa 

prodw:er •011l.d m>Jor- bipr profit& in t- of riak &Dd 

i nneta.,t. Tluo part. -otact..-.. in tbia all&ltpla lll>1lld cjor 

a profit of IJ) percent. of iDTeetad capital • . 

I. 11&11Utactaror, tberefore, wit.b & fapid capital turnOTer 

can •n.lor e:rtr-17 b1gb profit& (in ralati ... \o inv-t) 

n or t.be rider, wbil.e tba GoT....-t ed.llllt racoyer notb1ac in tba 

tcra c! U:een profits taze.. la CCIItl"ut1 a -ulact. ..... llit.b 

a aloe capital t......,.er ed.-'>t ban a t. prot'lt (in - of 

1nnata4 capl.tal) of wbicb t.be a--t coUd r- a lerp 

proportion, thua diacooraginc tbie Mnl'actarer. It 1a l.1llel7 

t.bat •- prod110_.e of the latter trpe ~ t.ba -'- Tital parte 

in t.bo detcea JII"OII"•· The rider, t.berefore, would tend \o 

diaoc..-ap i.llportat prochloen, at t.be - t~ proT1n1 ~ta 

in C"lll"biJic atr.. prof1M of oUier ( &lid p&lhp& leN •eetial) 

-11factwoen. 

. . 

207 
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(b) Tbt r1d!f 41a'T'"M\II M"rt •od¥t.lw 1p Sj!!! of t.aa. 

POst !it.al dt!!IMI• ipSMt.riet W b'PP"' tl!! clthptt woa a . 

llbeUier ar nat tile rider act~ b8nu ar helpe tile .u­

cratt and ah1pbuild1Dg indwotriea .. a 'lllola ie eubJect t o 

&rl'*nt. rar, 'lllile it lied.te the protitl 011 • oont.ract, i t 

dou not liait tile profits 011 infttlt.Mnt. !'urtll.....,..e, it tendo 

t o parantee profits bT a carr:T-<rfer ot loeeee or of dl1'icienciee 

1D proti t to tvture Je&r8 . 

lleYertbelaaa, eircratt and ehipbu1ldera can point to tile Act 

u diecriaiD&ting againlt tllair ind•triee. No doabt, thia 

coaplaint WOIIld be .S.ncere in _,. inetancea • 

.llthoul!l> the rider 8a!f not diecriJI1Datl ~~&ainet tlleoe 

industries as a whole , it does c!iecrilld.nate ~&ainot e..a pro­

duction in these indwotriee, and lll.pt cr .. te alriOWI bottle­

neeke. 

11nder the rider • e provieione, the ......raetver of a .ator 

(or part thereof) tar a tall< or &rlllr tnclt 1a 110t alll>jected to 

ita prorlaione , but ta MDUtaaturer ot u airplue 110tar 1e 

COYarld. Sill1ler~1 a producer of 1Df .. l.r7 •chine IUD" b not 

cOYered, but it be II&Dufacturea aacbiDe gune tor en airplane, 

the rider applies to h1.a end hie eubcontractora. 

tlle defenee progr .. lll.pt be .. rioua~ obotncted beca1111 

llln:r 11111utactvero woald beeitate to take ardero object to the 

rider' • Pl'OYil10111, it til.,. oould utiUae th.s.r capaeit,' in 
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.. , ... .., •• ••V'&lJT, tile pntlt • aua.n -.tNfto W1ll 

a:ppeal to .., poG-1 1111t ..u.ih• pntlh -a lie -

ntnnln. hr ..-plo, • tiii1M ..ranvw -.14 PNf• te 

JII'04••• tor ....,. truta, _ .. -. er \aD lwtn .. 

Ualtatl• • pl'Otlto) nuer t'- tor all'plaue 01' 'lloido (*1-' 

u Ub1J - tile 4-.4 tor -c;t.aM tv all pvpoe .. W1ll 11e .. 

......... "'"' ,. - - · - - .......... tile ftalt et 

YMMll. 

(o) Dt fohr nw ,_,, to IMOIEM! .,, e4 'M •raCC'!,. 

t f OOftl, aa4 !![ aoty]]y 1!!r!ut mfU! 11 .... 
nllltiM 1a J.a•nutA Ot!mnct """'""'· 

209 

leoaao ot n.o -'--•• or ott-ln ...,..1U•, tlllo sum1n 

1o t o tu: -\net prlooo u Ja1C1a u JO&O~lo to oaJ.us• tile 8 per-

..... ~~oroonr, an ... no o•tnn •• - - ... ~- tom ot 

- tU l1111t ld1• ,_ al.oo to ........_ Qo - ot _....,.. 

naoolo- alroftft,- pono tloeroot1 o1Mo tile~ \llo .-, 

tllo ll.1por tile al.lonlllo pntlt, a raetor 111a14 wUl ,_. to 

• •OOiftl• -runr .... to 1lltla\o tono. 

Oo&tnetoro I'OOOln tl&a - _, ot protlt Jwaooar -.no­

N ~q .., lie, u4 l&an ao tao•Un to awu -0&0&17 -· 

1-•'Uid tllor to Mt old iJito -.o1r 1 ,....- of no .-reid pl'iM) • 

Oil Qo _,...,., - - .. otor ..,. .... - ,. ........ pntl\ tNa 

•rr hu - a ' - ...-l*U. !liP •••· e.rns.u- __. 
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prennt til• no- dlU'cins uceaa1••17 tor clepreciati• -

obaoleaeence. l!Rt notii1Jis 1D tbe act pre .... ta t.b• rr- ....nne 
uorbi tent aaleriaa and lxmuaaa to axeeutiYaa, or no- till1nc 

their J)I71'0llo w1 th the n~aea ot relatixee ancl !riancla in orcler 

to increaaa procluction coata ancl allowable proti ta. 

Ona o! tlla U!port&nt conatitumto in kaepil!ll the coot ot 

production loor is e!ticieut blving o! raw Mteriala anc1 npple­

•nt.&r7 parte. 'llbere the coato are borne b7 the GoYen.mt, 111 

or teet, irreopeetiYe o! their heic~>t, tile corperatioa 1a 11kel7 

to tincl 1t not onl7 easy but 1nclirect;l:1 profitable to pay h1gber 

ccet a !or raw •terial.a. In their calculatiana, tll87 are a~ to 

ut1Nto it at the h1gbeat ecet or raw Mterial and not at tile 

l oweat, eapec1all7 aince a co.wnity or interest trequantl.7 

oxiata between a large unutaeturer and hie auppllero or raw 

Mteriale ancl parte. 

Under ouch cir.,..t.ancea, the unutacturer would quite 

reedil,y enjoy h1gber profits undar tba rider tllan without it, 

tbOU&h tile higber profits lligbt not appear u protito tort. lligbt 

be hidden i n coet.a. 

2:o 

(d) Tho Tobex rider tenda to dieerillinata a lfa inot aall procmeero 

in the i nduotriea affected. 

NUIIeroua a&ll abope, operating llndar aubcontracta, teed 

parts into the II&Jiu!acture or airplane• and ••••al•· 
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Blob, 111th 11.111Wd twlda to 1-, 11111 beld.t.at.a to 1.a 

'l(ll"ldng capi\al to ..U procha.,...a tbet .,.. IIUbject to protJ.t 

lia:l.taticaa and to the coaplez1tha or a little-b-J.aw, 

eapeciallJ it the ..nutacturera diYOte their entire proclactice 

to airplane or Y8aaal parte. .l w...- OOIIJ>Ift11 Wbieh om ..-e 

lilcel.J dl.nraitJ ita out~, would not be eabject to the -

r estriction or capital . 

lloreoorer, an:r ot these ..U proclacere are 111 thnt coaplex .. 
accounting 11•-. !he neceali tJ to iDa\all ad 11111nt&1D tbe 

CCIIPllt ated and intricate coat I CC01111ta ( Mcl&llrJ llllder tbe 

rider) would be a bardm to th•, Wbile a larp aDcl _.. 

diversified plant would probablJ alre-.!7 have the peracone:l. aDcl 

the 171tea. 

(a) The Tob!!'f ri._. ......, to tM~JrM_,C!!C'.,._..r;JW7_r.. _ _.N_sl!.,_,p.._ri.o;c::e..,a 

tor •easels aDcl Wcratt iD the f!!l\\ ot •· 

The borgainiDg polition or tbe Govan.eat would change 

draeticallJ it the period or adlitarJ proparadlleaa were replaced 

b7 cCilcliticna ot act11&1 war, a ract<r Wllich, UDder tbe carrr­

ooror prOYiaiCIDI ot the Tobey ridar, c,...\ae a potcltial rial< ot 

exorbitant pricea iD tbe eYeD\ ot ..... . 

Uocler present cir.,.,..tancea 1 1 t 1a likllJ tbet s ... vaeeel 

and aircraft contractors or eabcontractore aq not aake the 

allowable 8 percmt. profit. Undar tbe prortaiane ot tbe rider, 

an:r loaaee or det'1c1tmciea iD profit o.n be carried ...... It tbe 

llnited Statu mould bee ... iDYolvad iD • war d111'1Dc tbe carrr-
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- period, tile Ocwc t lll_.t 1111 r....- to ~ ..,.....,,~ ll1tll 

pric .. tor plaea 1ft Ol'dlr to .U.. -reetW'C'a tile ~_. 

-t tr .. prniou ,....., . In nCIII a nat, tiM Oot w L 

-.ould be 1D no poeit.ioa t.o '"II llllttC' prioea, Uld wooald t.herebJ 

be forced t.o paJ the bipeet _,., at. tiM t.t• ot .,1 t. eztn. 

•arC'~" OJ • 

( t) ""' tob!I rld.r it bard17 atli=&P Cl"\ia•· 

!be TobaJ rider acta t.o cut. dom Ocw-t. rn.•. .bide 

rr.. t.ht tact. t.hat. it. _, -u incraue t.he ooat or a1rcra1't Uld 

'ftoaela aDd prO'fide a Jrni• tor tnatfiat_,., it act~ 

reduced the r ... .,~ tllat. •oal<l ac- t.o tlla Jadaral Gcw-t 

becouee pricee are so set. ae t.o lean littla uc:aoa profits 

recoverable to t.he Clcw81'11Mnt , tro. which .,..t be deducted t.he 

eubatantial coots ot a C011J)licated 8dainiltratton. 

rr, bowner, t.he rider did not aiat and • -· equitable 

ucoaa profits tax wwre t..posed, t.ha r._ tr .. t.haae particular 

induat.rtu would be gnat... for -pl.a, .., airplane ooot.ar 

.... utacturar allea 8 p<ll"ceDt protit 011 ealae, bot bb ealn llipt 

be three U.a bia inftated capltal, 1ft which ....,, be would net 

24 percent on bia 1nn.-. UDder t.he TobaJ ridar, t.he Gonrn­

aent would get no raY- ot.har t.han t.he noral tax. Onder a 

11ora ccooprebanai'fe uceaa proti ta tax, t.ha Oo'iamllent would be 

able t.o Upoae a graduated tax 011 tile 24 parceat. 
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Tile rider, ill fad, bu n~ beeD prodacUYe Of WJ7 IU~ia]. 

reYinU.. Frca the date of -ct.et of tho T~ rider 1D lla-cll, 

1934, t.hroufll ~ of this ,..ar, tho Treuury Depe.rtatnt bu 

collected about $.3,700, 000 in oxcoee profite on 2, 577 c:ontracte 

coiiPllted during that period (of these, 1,266 returne are still 

b&in8 audited), from Which 11uat btl deducted the substantial coat 

or edm1nioter1ng the rider, W>idl u:r woU exceed to UOUilt 

collected. 

1'a111 el-enta of uncertainty require dilticult judpents and 

edoli.nistration concerning the proper allocation ol costs 1D plants 

haYinfl c-rciel end GO'ren1110nt wcrk not conred b7 the rider, 

as well as OoYemment contracts aubject to ita pronaiona. 

(g) The Tobey rider waa deaipd to 111eet a tituation which no 

longer exiets , and acts as a handicap in meeting nn condi t1 one . 

In 19.34, the public would b&n a pprond wrr att-t to curtail 

tho profita of ...--ent -.utacturere aa web aa poaaible, 1D 

order t o llfnl .sae their pressure on tho GO'ronmant ill !nor of .., 

...--... t progr... ~tiler or not that waa a eound objectiYe 1D 

19.34, it could not be supported aa waa a sound objectin nc.. Our 

~ate neces11t7 at present is to stblllate aa IIUCb as poseibll 

a rapid increaae ill the production ot '1'1 tel .........,t •• 

""ven it ths rider would obt.llfn its objactins in 19.34, 

tharotore, it should btl repeeled now. An7 taUure t o repeel it 

would c..,.tituto a danpr ou threat to democrac1, the strength ot 
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'llldcb obould 11• 1D i~e fiaibUit)o Ul4 it. a'b!.l.1t,o to ....utT 

tta i.Dat.nMAtlo to cbaDc1DI DMda. 

(h) !bt Tobtt rider N MJH atu41t4 bt t.b• tr='t;tn• *ish 

99J'!!lli Wtiate tu 1aciolat1op, 1114 •• crit1c1at4 bJ tbt !fY! 

Cs=;'ttft • 

.,tritbat•ndinp; tbe tact tbtt the r14n- 1nit4 a 100 percaut 

oxcaaa profit• tu cmor .....S aboft tbt percantap 11a1tet1cm, 1t 

baa .,....r beaJl atudit4 bT dtbar tbe Bowie lqa Ul4 ....,, Co..ittae 

cr the Senate fi.Dallce ec-itt.e. In theM co-.itteea 1.a wett4 

the t'unction ot Wtiati.DC tu 1aeialat1ca, and tb&)' are b7 

experience but qualified to clatel'llil>8 the eoona.ic and fiscal 

ettecto ot exceaa protit laws. 

It 11 alao notewortb:r that tba Special co.mttae of tbe SeDate 

on the 1Dwot1pt1on ot t11e aullitiona indwotr)- (conaiotinr; ot 

Senatore .,.., Gaorp, Clark, Bona, Pope, fandenberc and Barbour) 

111 a report ..Sa Oil 1.- 19, 1936 ccnc1udt4• 

.... tbara 1e DO ettacti'ft profit,...,lia1tet101l lear todq ... 
tbe price ot real entorc-t ot the att•pt• ot Coacra•• 
to lia1t profit. (ia) a coatq pollciJIC torce of accoantant. 
and audi t.cra ... Ul4 a Mriea ot coat)J" law nit. after 
tboM audit. ha'ft be• cCJa]llett4 ... tba a tt..ptl to Gtorce 
profit 11Jo1tet101l are beiq tbarted ..... (Senate tteport 
... 944, Pt. . 7, PP• 12-1.3, 74th Cocc., 24 aeee.) 

214 
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J:tbtral k rm of lllllN!lpll#n 
'lllltrb &Ia,. l 'pa111ttllt a! l autltt 

Jlulilqtan. I. Cit 

Julv 3 1 1940 

Th~t Honorabl~t 
The Seor~ttarv of the Treasurv 
7a~thlngton, D. c. 

Mv d~ta r Mr. S~tcretarv : 

I de#lre to than~ vou ~r vour 

court~tav In fUrnl#hlng to ae ~lth vour 

not• of Jun~t 26th the aat•rlal ~hloh ~• 

had prevloualv discussed. Thla aatter 

18 r~tc~tivlng invBstlgattve att~tntlon at 

the pr~toBnt tlro~t . 

rtth kind personal r~tgards, 

SincBrBlV VOUr8 1 

213 

~ .. ~ 
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Srorrta.ry or Statr, 

Wuh1ngton. 

141 Jul1 3, ~ p. m. 

GRAY 

(PARIS) 
LA BOURBOOU: 

Datrd Jul7 ~. 19.0 

Rro 14 101SO P•• •• 6tb 

'l'br ~moh Govrrnmtnt hae juet inrol'llrd mr tbat 

at 10:30 th1a morning unlta or thr Britleh hom£ r1rrt 

etramrd i nto thr harbor ot Oran whrrr wrrr 111ng thr 

DUNKIRQUE and STRASBOURG which thr ~mob Gonrnmrnt 

had plannrd to ernd to Toulon. Thr Britlah admiral 

gavE tbt 0011111andrrs or thr DUNKIRQUE and STIW!BOURG 

el.x houre 1n 'tlb1oh rltbrr to drllvrr thr ab1pa to him 

or to elnk thrm. 

'l'br ultimatum wU.1 rxplrr at 4130 thh attrrnoone 

BULU'l"l' 

NPL 
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July 3, 1940 

Last night I told Ed Foley that on or before 
the tirat ot August two-thirds ot these business exeou­
tivee tha t the Prea1dent has brought down here within 
the l aat month w111 t1nd a good reason to go home. 
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TREASURY DEPARTMENT 

INTP OP'P'IC2 COMNUNICAT10N 

Mr. Ooobraa 

ST RICTL Y CONFIDENTIAL 

Mr. lllltooll Wttapell , of 1 . P . 11o....,. u4 CooQ>aDT, hlopbed •• ;ren_... 
oftonooa tre lev York. U Y1ll M r..Ue4 tllat ,._ 1tr. wt"--11 -• u 
v.~oa a t orh.lcl>t ace . lao tal..te4 wttll ltr . Jell, u4 tllaa wttla ... a\old tile 
curul oitaaUoa, bcl\IIIJ.ac tlaa ~1-ioa of tile ,...,....,. •• oourel of rar.sp 
tub . 

b oar •• ....,. .. uoa ;ren~, ltr . Ltltf'lapell •-kM tllat be u4 loh 1'rl .... o 
.... \tcUAiac to ban .... aui&V lan tlaa .-era1 1'r-tac er4ero ~ worlt .,., 
t...-4""" laol41DC oftlclall.7 u oollftlliet pacbopo eoooh la tlah _,.,. at 
la•odo4 oaUoao, wbl.ob 111cbt M 1'owol cpite oollftalet 1'or tlaa 0.-.... a. •=­
llooo4 opocltlcall.7 the qa.ootiea ot hecla u4 otlaar •"'-•• la 11111 OOIUltl7 -

pora1Uo4 t o 4raw oal,7 up to $500 -tlll.7 "" their 4allar aocouh. 
t.o~ll tolt thoro coul4 ,. 11ttlo cllaaco o1' pooplo - ban not tholr 

laato ao4 haw eoeo to the 11Dito4 ltaho oa41DC .oaq oo.t of the cout>7 lato 
l~o llud.o o1' the ourooooro. llo tl>ncht 1\ .oro loalptlll to p-U aoh 1Jo41 'lld.aalo 
to pi lhllr tuto Ollt ot ..., acoout which oolll4 'bo 14etitle4 •• houlo, 1'or --.1•, 
oo qaioll:l.7 ao4 ao co.ploh}T •• poool~o. rather tllaa M o'blice4 to opree4 th.lo -
MilT aoalhl or rooro, 4v1ac lllolob par1e4 the accrooooro alclot eo-in .... - to 
Milo l1loh hol4lDCo. 

Ia tho a 'boTe c~lo»., 1tr. Wftlapell roollllo4 tile wrk of tile llo~ 
Coaitt oo , wbloh aco011palolo4 tile Dneo Oeoaiooioa to ~. u4 -• partlclllar}T 
<U.rcot with aocortolDiac tho 1'oro1p llel4.1aca o1' '-•· 

Mr. Lottiacwll aotlo4 U w lli.cl>' 4ao1ro tlo&t eo of lah aoooelatoo -to 
'llokUrloa t o o4rloo u at tile _.rteco lllolob laio ~· oro barlac with -
-.., op a4w the "h-lac• coatrol. 1 rela4o4 Ilia tlaat ltr. Jerutola u4 1 laail 
loltd with oao ot hio otticero a t• Aqo .,., _.that w wwl.t M elM to laaw a -rut•, 1t be caro4 to pr.,...o u, ooUlac tonh tho n ... of laiaoolt u4 hh 
otooolatoo, 'booo4 oa tlaelr aperl- u4er tile pro-t eoatrol e;rne. 
llr. Lotn~l olato4 tllat 1aa woul4 prepare thio. lllaea t1a1..a , be Y1ll olthar 
out 1\ '""" or raloo tho ~oUea ao t o .-.nor oao of hio •• obolal4 brlac U 4owD 
114 lllplola 1\. 1 tol4 1tr, Lattiacwllll tlo&t 1 wolll4 ropon oo.r e..,...oauea to 
v.Aor Socrotarr loll, u4 w1114 llriac to hio eHeUoa U7 tv.rtlaer latoruUea wbl.oh 
llr . LottlDCw11 alcl>.t OOftO!r to u . 
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011 11111 )l , 1940, "" ..._ -~ ._. -1oatM to 
t~ s~retll')'· 1' ...... ~ -rc4- .... ~writt ... with a blue 
rlbb«< co UDwateruri<M paper wi til tho letterhead out ott. The tollow1Ja& 
oou14 ... t1CIII p01Jlt to X u tu eovoe ot t.,. -rc4ua. 

1. 011 t ... 4q tloo COUlllllll8 wu louttlM, X etat11 ot hie ..., 
bowled&• that Cairl>a eaid: "God .,.lp the 11111\M State• 1t ~ w1lll 
t~ wu. • Th11 ..-ric wu Mde b7 Ce.Uu 1ll tloo PM,.DOI ot l'o14ler .,d 
x, w11o were 1Jl CairDe' ottioe 11bom word wu reoei'rM tllat the OOJJ'IM!!(I8 
~d bHD eouttled. The ,...,. oerriM 1 ltl'ODI !.JltS..Uco that "-rice 
...ua ... bo4 rnl&lM tloo pOlitico ot tloo 001l'IM!!(I8 to BnUih -war Tlllell. 
Ca1l'DI' Oil~ eloolt ehcwl Xlo J'MIIDOI 1ll Ce.izul ottioe with l'e14lor 
at tho tiM thio DIWW wu rece1TM, ..-17, 3•30 P••·• Deoa.ber 19, 1939. 

2. l u•ert• tr<a hie oa. lr:DoWlldp tllat 7o14ler'• lepl op!.Jl1co 
wu that title oat ... ehol>ld he required tor &hip dliiiU&I !.JltendM tor nle 
Ill I belli&erent pOrt. 11 I diloualiOD of the d~J~mql Mtter allows ., 
lllti.Mto Jmowlod&o ot tho OOD.S1derat10DI !.JlTOlTM thareiD. Tho quution 
turood CD whatloor d'IIDDap which ._. !.Jlt-M tor nlo abroad wu 1Jl the 
...,. catogo1')' u ~,!!!!d......_. Tho ~~ u.eed 1D t!U. .,_ .... 
aOlDo:rudua with re&ard to the dliiiU&I .. u .. ellowl a !mowled&e and ao­
qv.allltanoo with torao and Jll'O"dur. in tho Troanr)' ottioa with which l 
II connected. lu.rthel'IIOre, X aoo-1M J'o14lor to tha Depart..,.t ot 
1uaUco CD llarch 23, 1940, where a ocmtoruoe OD tho diiDII&&O quootion wao 
bold Ill tho ottiooe ot 1ud&o t....e•d· l HJ'MIODtM the Troa.ou.,. 1D a 
aubooquant ocmterenoo OD the dllllll&ie que1t1on co llaroh 27, 1940, 1ll tloo 
Departaent ot ~tioe and OCIIlpoeM tho 'l'rluurT letter• which lit torth 
tho De~t'• tiDal deoUlco in tM Mtter. Th1 other p&reCDe IIIIo 
were aoquoiDtM with tho 4'1D1na&e •tt•r were tow 1ll11u.ber and are euJ.lT 
alla!.JlUod 011 other srosda tr<a uq oonnootlCII with the aDCil1JIOUI -­
n.ndua. 

3· X u1eru tllat 7e14ler .UtaiAM tMt tM 1A8tallat1on ot 
dogaulllll& equi-t on belli,..._t n1nl1 ,... ocotror)' to lew. u lle .. re. 
Guton and J'ol.,. well !mow, thil alleptlOD 1• talll. ll...rtbel•••• 1t ..:r 
bo UplalllM by the tollowin& oiroualtanOII. l ' 1 elliot tolepllccM l'e14lor 
011 April 27. 1940, while the docaueeill& probl• ._. UDder o01111derat1on, 
and 1DquirM about three ..... 11 in New Tori< whioh, he had haard, wore 
buill& 41tti0Ult1u 1Jl OOIIll.oOUOD with depuelill& &Dd the 1Datallat1on 
ot protoot1o11 tor wheelholl.leo and radio lbeOII:I. XII elliot apparentl7 
aoo'-4 that Po14ler wu oppoaod to per.! ttlD& tho docau.oelD& and l.JI­
ao41atol)' mterld !.Jlto an arsu-nt to diatlll&ui•h the depuee1Dg eltua-
Uon troc tho rul1Dg •4• b:r the Pre1ld111t, S.oret&r)' ot State • aD.d 
S..c~tt&r)' ot tho 'rrlalur1 1Jl the .... ot the NORIIANDII· Jo14ler telt 
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tbat tho teat being propoae4 b7 X1a ob1et ..., broa4 eii01ICl> to perait tba 1Utallat101> or anoor plate on llll &l'IUd naael to m en ... t wllere bor ftl.ue as llll arM<! oruiear would be sreatlJ llloreued. Be therefore obJoOted to that ust . Thia a:r han been tho aouroe of x •e 111aundoratmd1Dg of 
J'eidlor' . pod uon. 

4· In t ho m-ua -ol'lllld,., the writer refera to a 
0011nraat1oo tbat he had with Foidler md otber Tl'OUUJ7 Dep&rt-.t 
pereoonol. Shortl7 before tbo outbreak ot t he present war, Faidler 
and a friend, also 1ll tbo Depertmont ""'plOJ, had lunob at tho S & w catotorla with X. At that u .. , X took the poeiUon that ollloa a de!Mt or Britain and l"ronGa would be diaaatrouo to tbe United Statea, 1t lli&bt be .. u tor tho UllHed Staua to go to war ~1atol7 1n their behalf, sbDuld war oou. foidlor 4lla..,ted tree thoae Ti...,, and oaid that he 
doubted that the American n:r ot lifo would nooeosar1l:r perish 1t there were a change in tho Britioh and l"renoh ~ quo. Be aaid that no 
doubt it would be hard tor uo , but that we would pull through better t!lan b:r going into the war. 

S· Tbe paragraph atylo or X'• of!ioo ae1110ruda is ohlilar to that ot tbe anonymous m.8:11.orandta. 

6. Tho ~ a..orud1111 io 1ll the M1ll 41reoted to- l'oldler, with •* X hao auob olooer relatione tb&ll with Cairu. 

7 . Wh1le it 1o not or mucb value ao eTidanoe , it ....,. be obaorvod that tho writer of the momorandum approaoboo Peidler from tho po1nt or 
~1 .. or a poai Uoo or equal1t7. Thora io an appo.rant po)'obolosical ollange 
wball Cairna' aot1Tit1eo are dlaou.seed, indicating a relat1onob1p or an 
interior otrio1al t o a ouporior otr1oial. 

8. Tho writer of tho anon;ymouo mea>rand1111 obowa a wide aoqua1ntuoe with deois1ona made with roopeot to neutrality 1n tho otrioe with whioh X 
1a oonneoted . X ia 1n a poa1Uoo to be aoquainte4 with thooo dooisiooo. 

9. The r.....rko attributed by X to l'eidlor with roopeot to convo71 are or ouoh • nature that thor would not be made to an out aider, but thoJ llight ve"T ""11 han been Mdo by I' a idler to a penon w1 th llboa tho oloae rela­tions or oontidenoe neeeeaarr witb1n tbe Deportunt 1t0uld exiat. In tbe ouly d&Jo or t ho lllterpretaUon or tho 1flllltrallt7 Aot , X and J'eidlor 11&4 n"""roua oontorenooo witb reol)Oot to interpretation• of t ho Neutralit7 Act . 

10. The onrall pioture or the a011orand\llll po1nta to a person 1n t be TredaU1'7 otrice 1n wllioh X aorTae or 1n Fe1dler'a """ otrioe. Tho peroono 1n 1eidlor1 a orrtoa can be 4ieregarded by a a!.apl• proeoao or elia1na\ion. 

11. lt ia known that Xt o peraonol real1nS8 with r&S'pOOt to tho 
prooont war aro or the .aet llltenao kind. 

12. It ia not lalo"" wbetbor X ha8 0117 rrt ... do 1n the P.B.l. It ie ~a~.,.,., bownor, tllat b1.a .aat 1ntt.lto tried and 1naoperobla oc.penion boa • nuabor or oloee triende 1n tho r.B.l. '!'hie po1nt io relevant onl7 it tbe doouaant .. ro •-1oated to tho S.oretarr 1>7 tho I' .B.l. 
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""- .., ... -.e14eftU,.. ue •U~ ot-kaUIIl, ~.n 
polll' w X u _.. - ot \lui •oqwu 1 ._, • _,. 111M 
..u be tu autllo>r ot U • It 1t1 MU....t '1111' 'lla Uoft -14ea­
u ... ake out a~~ .... aea1aft X 1t1 '1111 - 'llat, 1t 
pne•tl4 111 a ol~ou. 1a a - ot law, _. X pn 1a ao 4et­
•• .-. ol oee ot the plalaUtt•e -· a ·~•• ~4 be 41J'Mte4 
t~ tlla plalJlUN. 
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• ..... llr. CdliU _.._ ... , tile - ' 1'-ll 
-tatu qll1\a -'1'1M1ac Satenal ana- et 1\e ..u..-
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llr, hl.q 1e ~ \Mt tile 1._ut1aaU• .... 
'111 llr, Oahu 1• -• 11M tllet hh eup1oloM &Uwte& 
.,.an 4M1ataa s.ntur ._le ..... 110t ~-utl ... 

!IIIII 1..t1 ... u ... aut '111 \lui ••\1101' • thle ..,._. 
• llr, ra1U. 11M llr. Cldlile -· Sa tha oplala ot llr, 
,.,., .. ..,..u, wMUr -- ... .,_,._ 

!lie aetia et tile ;au aft!IR la .....U, ~ 
1a1 rue ou • 1a ,_. ...... - w .. \llo10 .,,, 
YltloM oM 1=1f• W ,.......,. ~. .. Mll ... -
d\la.....Ulle .... 
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:1, ' Hs«t . 232 

(Gift) ' · )<4...-.i:::_ ..... ~ ""'11 ~ 
"f. ~~ . ·1 ... 

_. hSAl.e' 11 1a ~ , .. o,laJa ..... , z..~. 
Ooa , •• ott1ee ot * ft » Depaz; '• ..._ ..._.,.' llae ...,.n.t• ot ._. ....... a.u., ,.. 1e • ......_. a u a1 a. 11 1a 
~· !I'Mftl7• a..o iaftl'fial a ..atn~tl• ot tllo ltntn11tlr An fit 11M , ..... s.Wft4 ~~:r -. ~ Depuatn, ~ .ns.. 1(•1 
ot tut Jot Nl.atUI to tllo tnuler fill Utie ....._ ... , - ..,_ re1t1ar ..,. 0e1n0 tw cl.ao1e1Aa. ~ lauu• aa • • hSAl.e' -
t.a 1111 ewo.l •• Alain..t o-ral 0 •1. 

,....,. Ull Te'l7 illlepUa It tllo ..-s&lotfttiAa fit tllo JlntftU~ 
.u• ro14llr •• &1.,.. •ftiT S.Uootloa ot a .u..,..tuoa .. _..._ t~~ot .ut .o u .. llrt.ac a11oat a rooalt ftiq to WIID:U, eooUu7 .. till poUq ot \Ill adld.olotreUoa ot uolott.~ tu • INo'lle, 

~11 •- tllo- ....,._ 1 41••• .. tlllt prNpMto OJt - wta 
--.1 !Non'17 people (1111~ :reuar) ..a 1 IIX)II 1111.,..-­
rtoUaa 1a • -enola •- tllot u All114 41t•t Wftl4 a 41-­traa .,.... otu4po1n ..a .ut o.n.a e.lutloo fit lluope -u 111 ealal~ 
tou tot" till '011\M State~. h14lea' .u....n.e llllotr\111 ~ tiiJ• nw. 

Ahll" tilt llfttftll~ -'-' .... ..- .._ __ - llolA " , .. 
frta.laT u4 eenol.a •1~ iatoft ... wn ~- te a n11J1c wta ro.,.ot .. tftMtor ot Utie .~o 014 , .... iatoftfto attrt.W 
t.llell" lluta tin a nl1Jic .. \M MIIIOtV fit oMatt! .. ,,_,.._, tor ... 
"11111 1a tiM "' Jlllllt ' '- to j01o a llr1Ua ~. :rel4lt1" r 1114 
to ou et tlll ~~~- P" .... '' tlll ooot-• ""'' till MU eo .. .­lt t her uu tlll OOD'fOJ', •• IN 110t litre .. llllp tba srtt1A corM \Ill OOIIW1 .,......, 

'ftilt llltrvt~ u4 nliJicl -- 1o t• prG .... ot Jftpuftla 
~"11 attOl' .... -· 'ot till~~ Mt lftiT Mftillll CIII!Pll oltet ~ retu.r OJt e....,. .. Qaltoe ata- -11 la'I'Dlftt 
t !Mll" 'belae Nit 11:r 111'1UIIa wvllatpo, -. till Not fit • ooot-

111Vt talttlll et a.- ..a.ortMI u llllal till potoaUal 'f'11Uau. 

~~~are ue•u- ot ~u- , •• 111111Val1~ Mt - m-traa tilll t o tilll :rolU. Ma u..,. Mia,._. .. aJ'PI tin a nlalt 'llldG 
WU1 be 1&JV1 .. te tllo All1ae' ••- 11:r ••a1• a ~· tor a tru.oto:r fit Utll rta IW ,..Cioll. M • --.1• fit retu.r•o attlt.,.. 
l.a W o ,.._... , u wu til'lllT fit tllo ?tw tllot a u.uter ot tttie wu 
req_u1n4 t ot" a-. - 1w propplal oaraoee 011 '1'111011 e.ftJ.aM • 
IMlU-' porte tor oo11 tllln. :ror •-•a11 hAp to u..a Oft till o.,o,._, et 1.--1 .. adGpM4 a eoatrur TltW, ul • l'lllal wu ,..,..... Ia 
aotoNaoe Wi \lt 1'w1p fCC l&l'a ft-. 

~~~~I' al~ fit :rete.• a otttt-. 11 1111 ~ ...UUaa tut till 
Do 0....1Jic at ftiMle 1o Qalt .. 8ta- ,..U - - ..--~· 

!Ill tbUe a.ple at htU.'• &ttl .... - - ... 110\111 -~ "-41a& till eppUoaUoa ot till "''"" _.... *iG till •-1M, ftMito, 
aM -lll'itltl et ~.oa-K, ..... - ti'OOia "T -'t" o ..... rotu.r, I • tel4, ·~ _..., , 111 ... .,... wu •t- eppU.Ull .. toralp 
- 01'1\loe- u 111• 'f'lw 1104 ~ tM ottlltl- fit \M _1.,. 
ONtr •00114 111ft .... ~~ 
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'!'he t~-I.Jis ClaiiPlel aft MHl:r a tn ot \he •liT lllltuoeo 
OblOb hen arlo• 4ur1DI! tba put eight or 111M -tba whl.olt. oleerl;r 
1114loate u approaoh to ~~eutre.llt;r p:roba.. b;r o peJ'IOil 111t.o 1a .....,tre.l 
_i .. t the Allleo•, 

It _,. be oto\.14 tbat ~elcUu lo a IUOJII pe:r1 o11t;r OJid po-••• 
ooDol4e:roble obWt;r. Tllooa qlllllltleo :roiOllt 1a 1t.1o no:rtt.ac .,. 1atl••e 
10 pe:reoDe 'ot 1 ... ab1Ut:r OJid 1adepelld- or t~t 1a 4eol41as 
,.11ne11CJ queotlCIII DOt oal;r 1a tba 'l':rou1Z7 De~n but oleo ta 
otbor Depa-eno olDie tbo:ro 1o o tl'M 1ate:rah- ot Tl.eWO b;r tba 
Depu1IIODto e4JI1J>iotor1DS tba ll'out:relU;r Mt, 

Ob•loual;r wbon tbe ll'outrel1t;r Aot lo oollohw4 b;r o pe:roon ot 
Fel4le:r'• p:redlleotlolll, the benetlolal :reeulu whloh wore 1atellded to 
tlow to the AlUee t:rca tbot AOt aft •te:r1all:r dl:a1DJ.ohe4, 

I a DOt 1a a poo1UoD to 11 ... TOJ'T dot1aUo 1ato ... Uon wltlt. 
nopaot to Poldlo:r'o o~~perlo:r, Aooloton O..re.l eo..o1 BlaltlDctaa 
Colrlll, I do - tbat ot the tla tbe COLO!IBtB 11U -Ue4 Calfta 
tdt quito apoet olld :r...-loa4 "'od bolp tbe tllllted Stoteo l.t ~ 
w1lll tha war", 1adloat111S tbot be tllooaght that the tlll1 t.e4 Statio wu 
loot.....,.tal in tba B:r1 tloh 1a1ow1as ot the loootlon <Jt tho OOLllllltB ...s thet Oe:ran:r would toke PQilltln &OtiOil, 

I oa told that. ll:ro. Col:l'lll 1o Clt,_l:r p:ra-Oerall, olld thlo 
t aotor UD4ollhtedl;r llltluenoeo her huab&lld'o Yi .... 

Celru hae DOt Ilion &liT dlepool tlon to :re80ln 4oubttu1 
quootlou ot OOIUit:raotlon <Jt t ba llollt:rallt;r AOt in o ..,..:r taTo:rablo 
to t be Allloo, 

I oa aloo 1atoJWd that oltlloo""' c.uu -- tile oplalOD 
that the Do Clellftll..as ot ftHOle 1a tllll\.14 Statoo porto wao peraloolble, 
he otated tbat he hoped that tba t1llll deolalon would be DOt to peralt 
De Oeuaol"S to he -· 
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1 -- ._, f.llrial.,. ...... - wet u.. 
reepoul'bW'J tor Mk1J1c -1•1- • ~, •• '• 

1a 4oU\hl • ..- 11e ... lap\ef. \0 \lie o-.1 co-el . 

I llaft f.leou.-4 \Ue wl\!1 llr. Jolq 1184 llr. Oalfta, 

u4 1t 1ft qree 1 wlll 1utlW\ GG-IIJMif.eler ~ \0 
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rnN-""d·otrb lr r , sal 

(l.) ... ef•U. et -.11. CO 111d t. liM '· effle&al.e ... 
u. ,..._. ... t a 1• ot ••• 'w .tnet..l.e tw ta111 ru;••• et 
~m• ,....,... -su .. - ~ "•s:Ptt 1a"' -. u•tq 
Ia Yiala\Ue of a-.1 ..U.. ... ' • .,., ... ~ ..U US. 
~ - .-~u- • ...... , 1a • cs,.a-u. ern-. • s. 
U. d.l~Us ~ 

(2) ltfod wttao ,....:>", "' P"?Vtr b \IU.e •-'"'r of r-sp 
-- nola .. u.. Dla\0 ..._ ••U~1al!la" _.., J.e.W 1a 
\lola -UT Ull ~1 .. \e •ts..J.a of hllo.S...,- Sa U. 
l1ft4od ..... 

(l) •h•• w •'-eN' o! I* P"., ~lJII (•) to • 'wotp 
,__,, (II) • -tnl ll&lllt of - ' "" t, (e) •'Mallo fll -a .:,., • .._..,, to ••ut7 e4l• wt.to (1) \IU.e .... ' ~au 
.,.s .. ~ -- (-ip ·-·-·t· (11) ... ·"·~ ..... taft -.. ~-~ ....,_,, (111) _. •U..la - .. 1•\ •U-'• 
sf - , _ ... ·-· "' 

W ... - .. ..n .trosUnq Jwtlt)' ror-1. to iftll\ .,._ 
F iats u--. • r .. ~p ,.... '-~~ .. ,.,.._ ·• •• 
· -"' 1a \IU.e -UT ~tna "' - .......,._,, n. -\ral .... ood atta.lo u......r. 

(' ) .,., -· - .,. ._.. "' ..u-.. -"'· -.so - -•tn.-, to ....,.., • a"' or 1...,._ -'rioo t-c - • -
.,._t»tia ..a """" ..... ~ .... u-uotna 1 -· ..a, •' u.o 
aow U.., JI"'I'OM- _ ... fMa -- re1 =eef "' ... l="• 
c~ta. cr. •· 4114, -.u, w,. -sdsnd • c ........ 

• • • • 
""-I\~ posH= •' -s. ..,._tao. rnou,. - trat l8 

t11o r~, .. \Ilia .......,._, s.,... a __,.,. - • u.o '"­r ... of __.1U.. rn., la\ w Ollflo ... 1\SA •\s-la "' \be lrUSall 
O...r-t, o.t oa tao. \roMf'w of -us.. • tao. lrl\Sab a.........a "' ,..,lou ,_ .. r• ot _.. -us..t 11eee u.. s.-suoa or • ...., 
• '-a -U\8\o o t.a • o ,_.,. -.sae WillS'* Sa s-lllt 

I 

• 
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• 

Admiral 
Stark: 

H.M.Jr: 

9: 

!!.M.Jr: 

S: 

H. lC Jr: 

S: 

!l. M.Jr: 

S: 

H.M.Jr: 

9: 

H.Y. . Jr: 

9: 

H.M.Jr: 

Mr. Morgenthau? 

Talklng. 

Jllly '· 194o 10:15 a.m. 

With regard to tba Mottat con•eraationa 
that we mentioned thia aorning, I think 
that should be kept h1gbly ~ecret. I 
had only told a tev people OYer bare 1n 
War Plana that I had working on 1t and I 
cautioned thea aa to eacrecy because I 
think that any talk a bout our holding those 
conYersationa Juat eholll.dn't get out. 

Well, we 111 keep it u ~eorat a a the Yincennaa. 
How' s that? 

Yea. Right. 

What? 

Right. Well , it wasn't mentioned to your 
people thia morning and I thought attervarda ....... 
Vell, . I'll aee that e•erybo4J that vae here 
gets -- I'll caution th••· 

All right. 

I collldn • t haTe gueaeed that tro• tbe ~ 
the conYereat1on want. 

I knew 70u couldn't. 
at hie •ention1ng it 
han taken 
it abeolut ely quiet. 
don't 70u? 

Well , I vaa aurprlaed 
eo openly becauae va 

o•er here to keep 
I think 1t ehould be, 

I'll see that thare'e nothing out ot the 
Treaaury. I can guarantee tba t. 

All right, air. 

I can guarantee that. 
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- 2-

S: All l'lpt. 

R.ll. Jrl I 'a 1184 7011 oalle4 ••· 

s:· All 1'1pt. 

R.M.Jr: fbaDk )'011. 

s: IUibt. Goo4-b)'e. 
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• • 

luq a, leto 

11.7 dur J(r, loonra 

I a RltlAg to aobw:t.a&o reoelpt of t~o tollowlAg 
lettera wblob 70U baTI boon cooa OllOUCb to IOD.4 -1 

June 26 - file Gnoi'IIMD.t•oao4 'boat "Pan-• J 
O.rllaD. poplllat1011 b laltlJ purobue 
of ob-.J.oalo br Cll-.J.oal la,rlaoor at 
eltbor Port JIOIIroo or Port ~tbJ 

June 26 - C~lat ana laal aotl•ltloo b lozloOJ 

June 26 • loata tor a oual tbrcnagh Colaabla; 

June 26 • hrtbor 1D.toru.t1011 o011oorn1Ag pro-
poao4 purobaoo of a•latlon gaaollD.o 
for lapanJ 

June 28 • J>ulutb, ll11abl and Iron llango la1l­
roa4~ 

June 28 • lltoboll lotal Pro4uota Ca.paDJ at 
Clnolan4; 

June ae - Aatl•'--rloan ag1tat1011 b lozloan 
awopapoHJ 

Jaq 1 - Tralllaot1011 botwooa tbo Beaoo a. 
laol011, llllaoa .ur .. , y~e,• Italian 
IJ.ua. ;v-:.t: 11/.t.. 'f/tf/r~ 

toara aboore!T, 

, ..... , . .... a "· 
llr • J . l4p.r loo.or, DlrHtor, 
Federal Bareaa of ID•ootlgatloa, 
l u bl.ngtoa, D. c. 

2~8 

) 
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ltaq •• 1NO 

1f;r deal' l(r • IOOYIPI 

I a W1'1t1Ac to aoll:ao.lMco rooolpt ot tM foUOiriq 
ltt t era whloh JOU hon 'booa pea •oqla to ooa4 ., 

I•• 2& - fto Gcwo..-t-oa .. 'lloat •p--•1 
GorMa popalatloa la laltlJ pvUaoo 
of ohomo&lo ll,r ~oal lllalaoor at 
oltllor Port •1ano or Port ._.tiiJ 

IUDI aa - C<C-IIIl1lat ... lul aotbltloo la -.slOOJ 

IUDo IS - louto for a ooaol tllroQCb Col.ablOJ 

IUDo 28 - hrtllor latonatloa ooaoonlq pro­
poe .. purahalo of ••l•tloa cuollao 
for lap•J 

JUDo 28 - Dul.utll, •••bl aDCl Iroa laago lall­
roa4J 

JUDo 211 - JlltoboU •w Proa110ta Coapi!Q' at 
Clonlucl; 

111111 18 - Aatl-.&Ml'io• acltotloa la •11•• ... .,.,. ... 
1- fnuaotloa botwooa tllo louo 4o 

laoloa, .._oa Uno, aM tM Itall• 
Llaoa. 

KJo. I. J4cv loftoor, Dlnetor, 
Pederal aa.... ot la•••tlcatloa, 
faahl.ngtae, D. c. 

Jove alaoonq, 
0 

, ...... , . .............. lr. 
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laq •• 1NO 

JCr clear Ill'. Bocwera 

I • wrlt!Ac to aoka01rll4ao Noelpt of tU follw~ 
lethrl whloh 70U han botD po4 aoap to t0114 M l 

JUDe 24 - 'nat GOYOPIIUDt•oa .. M.t •p..._• J 
Gerua populat1011 1D BaltlJ pvobao 
of oh..S.o&l.e '117 Ch-.loal ~laoor at 
olthor Fori Jlouoo or Fort ._.thJ 

Juao 24 • louto for a oual throap Col•)laa 

Juae 28 - hrthor 1Dfoi'Mt1011 ••oontaa pro­
poeol parahaeo of aYlatloa caaollao 

· for JapanJ 

JUDo 28 - Dal~th, ••abl and Iroa lane• Rall­
roa!; 

Juao at - lltohell •w Procluota c-,., ot 
Clnolw; 

Juao 118 • Aatl·AM.rlou acltatloa 1a •doa 
aowapapon; 

1 - !rauaotl• botwo• tlle loaoo 4o 
laol011, IIIMDoe UNa, &114 tb Italla 
Llua. 

Mr. J. l4pr lowor, Dlrootor, 
Pedtral lliNa of IaYoatlpt1011, 
l aahlnctoa, D. c. 

Jove alDooN)T, 

1161aedl 1J. Vcwe n 11. J~. 
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_.1 )~, 
......... .,, 55 -v- '" ,.] 

........... I 2 2 flf0111171ar ~ 
• '7 i .... I 0 I • 
,_ 26, 191,0 

1M Honorab1a 
'ftla S.Cret&r7 ot t.IMo n-.u...,. 
'IIUIIiJICtCO, D. c • 

., deer ... • s.cret.u,-, 

m •• , AID 
WlUIUL 

!ben 1e be1.ns trelllai.tt.cl to 71* beJWi t~a, 
u of poaeibla 1Dtereet, • _...,.._ iDOOipOniUai 
iDton.&tiDD I'WOellt.q 0C111'1'87Wd to a OOiltlcleU&l -. 
of lJUbn.at.ioD ot t.ld.a ...._ t1uoQC11 'llld.ob 1t ._. ,.._ 
l.«7"C' to ... 
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June 25, 1940 

liEIIORA N DUI! 

'nle Government~ ad boat "Panama" which operates between 
Panama and the United States has 1n its crew fifteen German-born 
naturalized American citizens who hold key positiono thereon. Dur­
ing a recent voyage eeveral American• complained to a higb ofrieial 
aboard that these OQplo;rees we.re o!*>l7 cheering German radio re;x>rto 
or :;ui Yict.Ories but nothing hu app&Nintl,y bean done about the 
catter. 

In Hait i the German Population has ~oteriousl,y increased 
over 150% 1n <he lest year. Two weeks ago an American of 1"aultleoo 
background &rri ved there and depooited a large swa or ..,ney to the 
account or the oo:ot notorious Nasi on the Island. A large part or 
this deposit was i.a:oled.iatel,y withdrawn. 'nle permanent Getman-bom 
pop-.lletion o! Haiti now outnumbers t he American. Pass;x>rt trauda 
are de!initel,y occurring all thro"8fl the \\'est Indiee. 

The head Chotnl.eal Engineer ot either Port l.!on.roe or Fort 
l!onmouth was given $100,000 to expend b;r June l, 1940, 1n the 
?UTChaoe or checicals t or laborato>7 reoearch purpose•, but in 
t!le liui order, he has been forbidden to buy checieela !rca certain 
co!IJ'e.l\ics which are the ones havi.ng IM>nopolies on the necesS11'7 
t:.aterials . 
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........ .tJ .......... 
• ....,.. ....... land .t ...,.,. 

....... llqjlliwo .. tl. 
JUDo 26, 1940 

the Honorable 

I'IIISOIW. RID 
OOH"PID!II'l't.u. 

tho Sec1"1t&r7 of the rr-au.y 
'llaaJUn,ton, D. c. 

l(r dear Mr. Secl"'t&r7• 

.U of posa:lble 1nt.ereat, the,.. 1a beinc 
tr&'la.i tted hereon th a lll-.orancbl 1ncorporat1nc 
Wolll&ticn recentl;r reca:l Yed r..- a canfid&'lt.ial 
source relative to eo..um.et md Nazi act.1 ~t1es 
1n llexl.oo . 

SincerelJ" yours, 

l!bclo"" re 

• Br SPEUL IIESSEHGm 

2-t3 
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lllllOIIAIDVX 

A aar.l. .. ot art.iclea CUJ"l'atl.T ftiiiWtc 1A m. ~. \be 
Aftllpepel" ot the C. f, 11., 1IOOild iAdicata the labor pNaa u ..U.. 
u a·~pl.- for tM lui p: z '""' •""ina, !baM art.iclaa attack L B. ~. ~. Mad ot the Jlr.I.Uab .,.._ Bare& 1A Iliad.• Cl.t7, and braa4 Ida aa ....U.o ..... lo, 1• ot ad.oo, fbaea 
&l'ticlaa nru .. ~t ••• ..eli• of attMII 011 bU ,_at 
ancl the Br.I.Uab eo-lata 1A ad.oa, and ao- ld.a ot 11ei1.Q1 aa aU• .,.,t intarf ... iDC 1A azs.- atfdl'a, m. PI's "r 81\711 _.M.,, "-' 
..,..., of Artllar D1atr.l.ob1 the OeiWUI JII'OS '""' obiat, and baM ot the Outapo 1A ad.COJ D01" ...., it -u.oa ~ be bu ~ operat1'11 in lluioo for tbraa ,_... 'llblla ~t arr.l.nd oalT laat lotwllar and 
cloaa Dot &DjOJ the clipl.-Uc ~t7 atfordacl D1atl'iob. 

fba 11111::1.- C •at JIVtT1 ~ orpalMcl, p:-t• a 
pi'OCNa tor iAor.aecl 1nn ooa 1a 11111::1.- atta1no ~ the we •-aat1oo ot C n1at oaUa 'lll.tbio all labor, tua and polWul. w; -•-tiona. It .... oloeeat ooll.aboNt1eo 'Ill. th the 0, f, II. ad the 
IIA1ooal Tara :o.r......u.a. A bol1l.at1a re..a.l.J ,.U.becl 1'¥ tile c "'at PuV 4eol.arM, OQao relatt- .S.th .... c.'· .. and ita ..... haft - be• .W.w- .. _.. •l"dt.al. tllaa t ....... \edit"· . 

'!M.a C njat iDflD- S.. ..,....Soft .a,. t.lllwlb tile C, f, X. 
bolt. ll.o t.1u-.1a the Latt.a '-1- l.libor Cllllta4enUia tlld.all I •-attil.iataclm-~ Lat1A I 1•, AD eu'lT ..U,. ~the 1 *lJMDtal Coaf......U. U •* 111M to taD pl.- 1D ..S... .. it. t.a ~ ita JIU1ION .s.n be tM r:-u .. ~ torUt• ,..,.. , 
acu-t 'Mirl4 ~rut.M in Lat1A •n•. 
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.......... .,, ......... . 
..... .... ... llind ., lilian . ,, ..... .. 

, ...... 26, 1940 

'lha lllmorabl.e 
'lha Secret&r7 ot the rr.uu.,. 
l'&ahinct<>n, D. C, 

u ot poenbla intereat to ,.011, there 1a • 
inc traoaitted to )'1)11 ~th a ,_l'&ftdla incorporat.. 
inC intorut.ion recent17 rec«<.Yed br thla ~ 001>­

ceml.nc a I'OIIte tor a czal. throllgb Col.OIIb1a, Solltb 
jur1ca1 1D liea. ot the prop>aed oonatruot1on ot a new 
set of lOCka a t the P- Conal . 

S1Dcerel:7 )'l)llra, 

. t.... . -14 • ., ..... ·~ 

Ill' SPII:UL III!SSJIIGKR 
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June 25, 191,0 

LI E!.IORAIIDUlJ 

At hio request, l.!r, Pl-od !:arvin, Aaabtant Director, 
! .. te:-·-tionz>l Pictureo, Talisl:WI Studios, Los lu1tielas, Calltornia, 
. a reoor.tlJ interviewed b;r a Special J\,.ooont or the Los An'-"les Field 

Ct": co o! tilt Federal Buree.u ot lnveet.J.sa.tion. 

:.:r • ..:.ervin advised that he !\:ld received a letter fi'CQ his 
.t:.t..t"r-.l.n-16• 1 Dr . ~el Gutierrez, Colo.:ab140 Vice Consul at San 
. r-'"'sco, C:lli!ornia, containing into,.,...tion whlch Dr, Gutierrez 

242 

ro •. • te~ t... t'urniahod tho U:dted States OovorMent 1ndirectl,y because 
ot l.oo r~el that :,. was in the Consular Service, Tho following is a 
ll or.l t rn,l:>tion o r Dr. Gutierrez ' letter as made b:r l.lr, !Jarvin: 

"Since the lfnited Statoo is arn>l.ng tor dofenu and 
Concross has voted an allotment or 277 millions f or t he 
construction of a n&YI oet of l ocka At t he Panam.> Canal I 
n:n ~acin.;: this confidential intorNtion t o ;rou in order 
tha t you JDai1 f orward it to tho proper authorHies in 
·.~ashin<;ton. 

" I t 1.o ouspected by Colocnb!a..'l en,.-incoro that the river 
ct......,. llhich ferns the lake wbieh i n turn supplies t he 
><~Lter so neces""'7 to the pre,.nt locks, 1r0ald be unable 
to cope witb twe> sets IU1d b;r usinc the new, proposed locks, 
Ca::>erei:ll ohippi.:lg aisht sutter 10 s ubatantiall,y that t he 
ori.;tn:ll purpose of tho canal -.ld be do!uted, 

"In Col oobu t here is a r oute, •hero a level canal cou.l1 
be constructed at a cost equal to or leu ~ban the allot.men~ 
new passed by Congress t or an additional sot of l oeko at 
P<U14r.>a. 

"Tho defense cO!lllll.ttee reeontl,y Appoin~od by President 
Re>oeevel~ m18h~ be interes~ed in uraneJ.nc tho tonnation of 
an Intel'-Amorican Company ( co:moercial) t o r ~he cooatructie>n 
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or thio level canal which ·::ould relieve the Panama 
CuniJ. of the ereatl,y i ncreased trll!tic expcetecl. 
( I boliove that ?l"eaident Santos would bo VOI"J happy 
to cooperate Mel assist in ever1 wt1y possibl e, as >:all 
as the rut of the ColOJ!lbi<l!l Covor nrncnt) , 

"IJ.so the e:'l"'nse and t ro'lbl e i .n the const ruction of 
the CG.:l41 would not nearly CJ)proach t!w.t o r t~e other 
proposod c"".U throut:!J t:icaraeua . 

''L'l 1910 as e ss!st.in.; En.:;lneer to ~uro Undurra!."£ 
o! C.tile t:e ude ::. scrve;r of' the roate I ncnr su,::cest. -
t:.o :l~o Atra to, Atlantic s i de; the :U.o llo.o.::.n,;.'Odo and t he 
... .!o -~1do rr.cy be used to brif\; t.he co.nal out at ~ 
<!~ CU}.ica in :Ohe ?~cific 0ee3Jl. 

"! should like to s tate here tlw.t tho Coloobi:>n 
co.,couion f<>r the co!l.3truction of this canal "auld be 
vc::· O:loy to o!>tain (provi ded the ooncoosi on is applied 
tor b,;t t:. coo,oreial coopav of Pan k"f,orlcsn capital) . 

"I ~y state here thAt. n.t t.:1e ti:,e of t'ndurra!:a 's 
survc;r ("hich :1as durin.:; tho time or Pro~1dont Gonull.oz 
'•,LA.l .,ncic. - Colonbis) he uc.s refused auct:.ence c.."l.d President 
""u.lc:'lci:. sUd to .:ne tlJe~ he did not vr4nt an ::~Ush Coopacy­
Ci,i~t.rollin; a ea.ru:U. th:-ou.,~Jfl Colombia - and besides there 
rl'ero .... . eries.n i:tt.ercsts l!t that. ti.J.o i nterested in t!te 
cc :u~ r-.... etion of t.he F G-"'1G.'J.:l Ct.o.:.l ~ . 

:.:r. ,:.:.r-.,in ::ub;:dtted a c !>ffee Clip o~ the ?.e;"ublic ~r Col o:=bi.& 
"tr• '~ ~ e •ro:>osod Col o::bian Ca.~al is i!'ldic~tod b • ;: line !'lll'.n.inj; 
r . .:._ ~':"<.,J.. c. ~oint =:outheast or ntu:;.ate, on t.l.e At.lcnt.ic s i<!e or 
t.. t:oov1"-=• ot c:10co, to 0Jpien on t he Pllcific s1do or ~aid ?rovi:lee . 
~ c . . : o~ t. .e :.ert.inent ~rtion of this :..ap i s att!.ehed hereto. 
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June 28, 1940 

'ftle Honorable 
The Secretary ot the Treasury 
Waehington, D. c, 

ICY dear Wr. Socretar:y: 

PB!!SONAL AND CO!IFIDE!!TIAL 

!~<~terence 13 made to previou.s correspmdenee with 
1011 ccneeming the proposed purchase o! a via ti<ln gasoline b;y 
t.he Tai;yo Sel<~ Kaisha, Limited, or 'lblcyo, Japan, allegedl;y 
tor the uae ot the Japanese Ha'f7, 

.. 3 

Please be adnsed that the Kansas Cit:y, lli.ssouri, 
o!tice or thu Bureau 13 nmr in receipt o! intonaation ob­
tained tra:a ILr. w. E. Logan , tax attome:y, Soarritt lbllding, 
Kansas Cit:y, llusouri, the original intormant 1n this Mtter, 
to the ertect t bat a letter of credit 1n the amount or $500, 000 
and in the favor of the Taiyo Sekiyo Kaisha, Limited, waa 
transferred from tile Yokohama Specie Bank, Los Ang~es, 
Cal ifornia, to the Bank of Amer ica, Loa Angeles Branch, Loa 
Angelos, California, on JW>e 21, 1940, a t the roqueat ot 
the Oul! OU COillp&n:y, 

llr. Logan also advises that he intends to rue a 
suit against the Oulf OU Canpan:y within the next fn days 
in sn atte:opt to recover his broker's C<lllt'.inion and that 
the latter of credit will be attached b:y h1a attorne;y. 

Additional date concerning this matter will be 
tllmuhad you eubaequentl;y. 

Sineerel:y yours, 

BY SPECIAL MESSW0!!2! 
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•-.a .._ ril J 'a a 
....,. ':-_,' \ I .. '._rlf .... a 

,_ 28, 1940 

!balloDOrlble 
!b• S.ONt&z7 of tile '!'roMsaz7 
WuiWict<D, D. C • 

lb' dNr .... ~· 

I • trua.ittiDg -.ntb, u of po..U.le 
1Dt.Nat, a oopr ot a~ claW .7-. 77, 
1940, ~to a reported atte.pt to d;raomta 
tba DoWatb. IIHabi. - lZ'CID IMp lallroad, 1D 
J>wtbaJ'D lllDDuota. 

AD im'eetiptJ.oa baa bee 1Det.1 toaW bT 
Spao1al Apota of tbl.a Bureaw., ODd I 'll'1ll be 
pleaaed. to lcMp 7W into.,...,. 

SiDcereq 70QH, 
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I I I Q I 4 I I I I 

lAtoi'MUa 11M ~ NML.,.. tiNa a-ut Ia a. a.., 
n. Llil1e c-tr. Dol.., Min •• tut ~- w .._ 
,_. a\W w tile,.,,...,. -... at tile~ • ......_, 

AD4 x..... ..... tat]"'Mt ia tM U. &alae.....,_ at wt' • 

Min aw, •nuct.q a tnsa 11M,.....- tM .,._-. 

witbOft _ ... , - .eqt1 eef-. 

1'bo IINibi ..... u \be all1.r - ., ~ ., Uw 

... ill toM tad.tell ataW.. tile ~ • ....., ... IlPC ..... 

••l..nM u tile ..q-at~ u. ... tna u. 

II1Me to 111111n1a, Mler-w. --. 1t u p1aeM • lellll -.w 
tw •trts \ w tile n.t cu. ia tile --. 

.u -'·-· 

/ 
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......... .tJL ....... 
~..._ ... IWLLI.tlllan 

• \5 £' ...... 

J ...... 29, 1940 

Pl!lSOJW. .AND CO!IllDI!!TW. 
BY SPmUL &SS!!fQI!j!l 

Tho Honorable 
Tho Soore tal')' ot the Trea1111r7 
l&obi n(ton, D. c. 

111 doar llr. Seoret&eyt 

I aa tranA1 t t.il)g berowi th, u ot 
poaaible intor .. t to ;rou, a cow ot a -randua 
elated June 28, 1940, which cont&ine intol'lll.tion 
obtainod m• a oontidential source with regard 
to lllopd sabotage at the llitcboll llotal Produota 
Compan:r at Clove land, Ohio . 

Sinoerel,y yours, 

EnolOI\Il'O 

J, £.-.,~ 

Regraded Unclassified
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.......... .,, ·~· 
.......... ... lwid rrf ....,. ••v ....... e~. 

June ';!'J , 1940 

Tho Honorable 
The Secretary o.r the Treaaur;r 
i1nohin,t.on, D. C. 

!.ly dear 1lr. Secretary: 

PIIIISON.lL AND 
CONPm!mUL 

I 111 tronsml.t.t.i.ng herewith one copy 

or a memorond1111 dated Juno 28, 1940, concerning 

Uaxicon mattere, in which I thought -you would 

lind ecao interest.. 

Sincerely youro, 

Enclooure 

J. r....... .~ 
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J:at..UM ... Mea~ '1Mefee4 ... 
cws.a.,........ ...a. woa:alw..l- , ..... , Jll"';eeti"''F 
11. l'epllaP, \1M eltlelal ..- et \1M o..t • "• et •u ~­
...._. (C,T.X, ) , ._. ••r' Ia "-''- _.1 • 1- .......... 
II. Pip l• ito MlW "r AhJ 'a Q=rft1e1 M _,,._. te • • *' lt.='e M • • Nefe= u tM lleef et tile 0.. 
t • oUM et .. rleM -lows, h 11M Mea ret_. \e M \1M 
........,. ., ,... "· 1.sefa Ia ......... .,.. 0 0 1 -- ., 

wed- Ww 11we ._ --. 1u ' - t111e ..... - et r a ...sea. 
Or ....... _ u ... .., .......... 

a. r u •· ._ ""'-l.J' a--.. \1M p : ' ' 
pre..- et tiM llsSW "*'-• J\ 11M Milia tiM 1eef Ia .._ 
eeu.a, tM : Je1• ,_ ......_ et -• : 'rta et \MIIal._. 
"-• ee4 tM ._ Teltl TIMe, ftoe _, 1; ' rte fft!l' .._. 
poMlertl- ._.Mea el._. \e ..,... ...,_tile,........., 
D••al et tM R ; • Ue et -..t• 'lltll tlllft ,...._ Ia 1111rt ., 
1ns; lU .. U!ea '*.a-.. tiM!U- et Ww '!w -

- s., tile neriM l"ftlaSw '* ._ .._ • ..U<rl\Ue Ia 
lied•. 

J\ u ... _, ....... sjl ........... if - ,... u 
••• e ~ : '• te wosa1e tlllft tw •• ,._, w­
...ue ... elM Mea ........ ,.. • eestwssU.e1, - ~ ,.,,..,, -· '* u. ., .. .._. _. - ..,.-- n 
..... ef tile "rleM k;a ' IMft Mea Usee4 IW-
"If " ., ~ - ,., ••• - tale ·-., 'Mh h • u.....,. ee4 ewtsle-- ...,.., - _. !)0 u 11; r'lef 
f• ..... ,_ • M , ~ 0 

a.. Pt'-lee, _... ... 

' :al ......... t1 f a p 3¢ $ 1• 1 IIJ' Dlt 

.... ....... .... ''* .... ., .......... --·if 

..Uft17 rt ~ u ....._, ure a.eS eef end• ...... -
• ~ ......... p , ..... ., \MIIId- ••• '· nltll 
tale t x., ...... ., I * .. ,..._ 1 

.......... IIS!I Csjl .. 

.,,. 'I •au· • 
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July 3, 1940 

I gave Ur. Jones my memorandum t rom Bell on 
R. r. c. tinano1ng. He took the original oopy. 

I asked Harry White to give me a memorandum, 
on the 900 tons ot t in, 1n time tor me t o g1ve to Jesse 
Jones at lunoh today. I did not get it. I remembered 
1t, however, and asked Mr. Jones to take the matter up 
with t he Un1veraal Trading Corporation and to buy 1t 
fro~ them and be said be would. 
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TREASURY DEPARTMENT 
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llu1la o1a LL 

lla- .11111' ll, 1MO 

.... , 11011 .... ~~~ 

Secre\e.l7 of Slate 

lrao111ac1• 

'l'h1r4 

r<a CIMIDCI· lloau.lT Ooft.._a\ 1'1- (IIC!IC* !'1!0). 

!lao' collecUo• ~- peooe, .s-ouc ezc1 .. -· a1z •J.cbt two, 

Uceac• u4 111aa1Doaa -· •J.cbt ~· ~ •• ca.pouetiac \a forv, 

!ruch1ao tez 11ft oaa, -·-..,. atup \a - .....,., ~. ta­

coaa \a 11ft .. .,.,. 11ft aw, ~ .. u ....... \a feu -•· I.DuruJ. 

reft- a.llo-at fov aiM uo, hta.l f1'olo -Uoa ...... aaac~>t 

two three. 1Dc14aa\a.l 1'8Ta- ~· u. .... au, • ....,1 ...... , otb ... 

on41to aafta, ntwo4a pnT1oua )'een oollect1ou fov, h\a.l col­

l aoUoaa !ov, hta.l collecUou ...... ~· au ~ •• 

!lao' coll..,Uo• :~~an- of Oaa\- necloe4 - bJ.cb for cvnat 

r •u pia1aa ~· pe...,.,., ...... AprU - a.lao 1Dcnu1aa 'IV ·­

parcaate.p Oftr..., lad rear. -\ut1a.l pen of p1o <IDrl..oc 

pnoaat -u. ... 1a _,_ 1au....J. ....,._ *1cb 1a oaUnlJ' 

coDt1'1oJ7 to ezpac\at1oao oi.Dae U lla4 - ut1c1peto4 C11rieU.4 

iaporta fro. krope u4 oU..r fonip ooutrt" wov.l4 -• corM-o­

opoa41.aa 4rop 1a ..,.,_ 1'8Ta,..... Speota.l tu4 oolleoU- ellowo4 

azpooto4 18proft-to OTOr - -u.a lea\ r•er witb aola a:mepUoa 

hJ.cbwllra opeota.l tu4 collecUou wh1oll noo"-4 ... tbor -.rloo4 .._ 

cltaa. Ooalat1ft t o\a.l fin\ 11w ••U.. 1111 ... iooNM• ffiOZ pel'­

ooat. l utatort. 
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Socretar.r of 8\eto 

laeb1Dc\Oil 

!1111'4. 

J(ll CCMI!JtCI. 

IIOD\Jl4 0......-eat f"- (SIC\'10. !IIIII, laet). 

llq collecUoDe \lloaaaa4 peooo oaat- collec:Uo• 

teo two \lllrt7 IDtorDel .......... collocUou oa bporto 

..... ds tour hi41bWqo opecial twl4 collec Uou ...... 

fort7 port worka twl4 \llroo fifth total taar ancllt 

•llht tour. O.lttlDc opecial twl4 colleotloao rooolpto 

bllrouo cuto• aa4 botoraal ~.ne- dlu'br tlrot ti.e 

-tho \llio 70aJ' totalo4 \llroe ois _.., aiM ...pt 

thoaaaa4 peooe ocalut two aiM aiM ..... !<tV \ll­

pe.eoe for laet 7DaJ' or aero .. • -I;T per ... ~. Special 

twl4 coUooUou -'-4 eis two two ..,Pt tllovseM 

poeoe tor tift ••\lls pertH oo.pare4 ti.e eis ..... 

four U...aa4 peooo for laet 7•ar• 1114. 1\eiatort. 
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TREASURY DEPARTMENT 

INTER-QFFICE COio04U NICATION 

OAT& July J , 194o • 

TO Seoret~ry rgenthau 

Mr. Haa · 

Railro d freight movement tor export. Subject: 

Receiot e ot trei~t tor e~rt at New York laet week 
held ol oee to the big level o~he previoua week, while 
rPceipte tor export at 9 other North Atlantic porte showed 
a aoderate deoline rrom the previoue week'e high figure. 
(See Chart 1 and table attached.) 

Frei~ht ex~rted from New York laet week roee sharply 
to a newlgh v~ume for the periOd covered by our recorda, 
accor~ing t o tiguree derived from report ed data. (See Chart 2.) 
The t otal or 5,14S carloads, however, ie at111 not equal to the 
vol ume ot rece1ote, which totalled 5 ,323 carloads tor the week. 
H~nce , some further increase has occurred in export freight 
ata1tlng shipment in New York harbor, aa 1ndloated by data on 
lighterage freight in storage and on hand tor unloading at that 
port. (See Chart 3. ) 

Regraded Unclassified



Week ended 
1940 

Februar7 3 
J'ebruar7 10 
J'ebruar7 17 
Februar7 24 

lUrch 2 
March 9 
!(arch 16 
!'.arch 23 
March 30 

April 6 
Apr il 13 
Apr il 20 
April 27 

May 4 
May 11 
May 111 
May 25 

June 1 
June l! 
June 15 
J une 22 
June 29 

!J Source: 

V Souroe: 

• 269 

9 otlw' Jorth 
Raw York !/ AUanUo pone if 'l'otal 

<------------ In oar1pa4e ----------- ) 
~,267~ 1,~98 5, 772 

• 17 1,590 6 207 
3,974 1,637 5:611 
4,550 1,667 6,217 

~.577 2,m 6,9~ 
,059 2, 6,50 

4 ,072 1,~ 2·57 4,424 2,03 ' 7 4,150 1,492 5. 2 

3.979 1,5~1 5.5)0 

l:ru 1,8 6 5,823 
1,5U 5,699 

4, 1,2 5.594 

4,255 1,~22 5.F7 
l:ig3 1, 19 5. 12 

1,511~ ~:~~ 4,79~ 1,82 

,,071 2 ,~61 ~,432 
,l!U 1, 98 .586 

4,726 1 ,852 6,578 
5,3)4 2,557 7.m 
5,323 2,022 7. 

General l(anagere' Aeeoo1aUon ot Jew Yorlt, D&117 
Report ot Operating Cond1t1one 1o lev York Harbor. 

Aeeoo1at1on ot Aaer1oan Ra1lroa4e , Car 8erT1oe 
D1Y1e1on, Report ot Carloa4 Pre1cht tor lzport 
and Ooaetal Venal lloYeMnC. Inoludn Seareport, 
Portland, Boeton, ProY14anoe, Ph1la4elph1a, 
Cheeter, Y1bington, Del., BalUaore, and Jortolk 
(or lfaapton Roade) . 

Regraded Unclassified
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TREASURY DEPARTMENT 

l rnmt OJII'I'ICI: COMMUNICATION 

CONFIDENTIA~ ro 

llr. Oochru 

!'M forel.cn oxebou>ce -.rbt na qu.1ot t o4q, Storll.oc &4-od. fro• .., 
o;<nlac of '$. ?~3/4 to 3.83 at noon. IIOll'i.ag t.ho &fhrnooa, 1\ 11a4 aa au1er t..,. 

tho clollac rate wu 3. 81-1/2, u c08p&Z'04 wlt.h ;rootor<lq'o fl&ol quotaUoa of 
~eo. 

S&loo of opot otorllac lv t.ho ou reporU.ac baaka totela4 '-320, 000 tro. t.ho 
!oUCJI'112C eonroeea 

Jty co ... r ·clal CQDCern8 ................................. ............ , ..,,.,. ...... ., 

~ tore !en 'b&ab (hropo, J'ar Jut ud. Sout.h J.Mr l .. ) .. . .... .. ... .. 
total .••..••• 

Purcbuoo ot a pot oterl~ &80Wlto4 to 10218,000, u 1n4lcato4 'below: 

ltv C0Mirc1.&1 CODC.r.D.Io • • • • • • • •• o •• • • • ••• • • •, • • o o, • • ••••• •. • • • • • • • . 1.149 ,000 
ll7 toro1cn 'b&ab (hrope, Voar Jut ud. South J.Mrt .. ) •••••.••• . •• 

!ot&l ••••• 

!ho tollow1ac roport 1ac 'b&aka ool4 cotton 'billo tota11ac 1022,000 to t.ho Br1tloh 
Control oo t ho 'buh ot t.ho offlcl&l rate of 4.03-1/2. 

' t,OOO 1v tho Iat1on&l C1\;r Jaat 
1, ooo 1v t» Irnac 'huat COIIp&llll' 

lv t.ho Ga&r&at;r 'huat COIIp&llll' 
WCI, 0\J!J ~ot&l 

fM Ou&r&at;r 'huat CoJqlUIJ ot&tod. that 1t ba4 pvcb&oe4 '18,000 t..,. t.ho Br1U.oh 
Co4trol at t.ho oftlol&l rato of 4.03-1/2, t.ho twod.o to 'bo uood. to f111!1 for oh1~ah of 

&ad. Juto. 

!M &who fr&Ao ba4 a ollcl>tl:r f 11'Mr toM t.hh •oralac. ~ aoontt.o, it wu 
at · 22Sa-l/2, &a OCI01aot a clooiQC rate ot .~ lut a~c~>t. no fl.n&l rato 

.2;26?. 

I a & .,..,. thla IIOZ'Dt , t.ho O&a&d.i&a 4oll&r t.pro...oil fro• 1&-3/Sf> d.locount at 
ll>o opta1ac to 1&-3/8f, at t.he clooe. 

!ho re1cho-.rl<, which hal 'bou offered. at . 4000 olaco tr&d.lac la t.hot curroac:r 
rooru•il &ttor tho outbreak ot war lut tall , ooulil 01>l,r 'bo pvchuo4 tr .. I • Tori< 

toc!aJ at .4004. !lw baaka ot&to that t.ho ot tlcl&l llorlla quot.Uoa for 4o1l&n 
boon &1hreil. oo u to pl&co a ollcl>tl.r hl.c'>•r ftluo oa t.ho relcho..rl< la torw of 
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.., -... - 1 .. 

- CUZT"DCt • !ho • ol.- of lnlaiMn truaacted 1a re1cho-.rb here u reported to 
bO trtr .. • lt ••ll· 

Cloo1a& ratoo for tho other earreac1ot wer e •• followea 

L1ra 
CubaD puo 
llox1caD pooo 

.01505 
9-15/1&~ 41eoowot 
. 1980 'b14, • 2012 offorod 

!bo J'odortl lloUrft Bank of low York reported the follow1a& ah1~e1l\o of COld: 

!49,915,000 froa la&la1l4, roprlle1lt1J~C two oh1~nh lV tho llult of IJ~ClaDd to the 
7o4oral ltooor'OI Bank, to be oarurkad for 1\t OW1l accO"ODt . 

1,950,000 troa SptiD, oh1ppod lV the SpaDioh 11lot1tuto of J'orolp hchaJICo to tho 
=-o...--;:M b tloul C1t)' llult, lew York, for oalo t o tho u.s. J.ooq oftico. 
El,$66,000 t otal 

Tho Stoto Dopartaont toroar4od to u. ca'bl oo otat1111 that t ho followlll!: cold 
u!paeoh woul4 'bo -411 

11,081,000 f roa SWo4on, t h1ppod lV tho llaAk of Swo41D tor 1\o own account t o tho 
J'odoral ltoooroo llank of llow York, d1opoo1Uon Wllr:Dow1l. 

581 ,000 from E"'lnnd, oh1ppod lV the ll1clland llank , London, to tho llank of lluhoU&D, 
How York. 

209 ,000 tro~ l a&lnnd, oh1pped lV Sb.o.rpo aDd 1 1lk1Do, LondOD, to J. P. llorpa, 
Hn York. 

189,000 troa IJI&ln1l4, ah1ppod lu' tho 111dlaDd llank, LondoD , to tho lt07al llank of 
Canada, lin York. 

43,000 t r .. ID(l&Dd, th1ppod lV Luard llrothoro, LoDdOD, to tho Ch&oo laUoul 
~==:< llaDk, l ow T ork. 
12,403,000 !otal 

!te lhlpaeoto coo1JOC troe l1111nDd will 'bo oold t o tho U. S. J.oaq office at l ow York. 

fo rocohod a roper\ that tho bull1oD -.rkah 1n lo•boor woro cloud t odq, a1l4 
:> Q.uot.&Uoua ••r• rtct lft4 froa that center. 

X. Loo4oD , opot o1l•er .... , d ot t l / l6d to 2],.3/ 44. !ho forward quot&tloD woo 
f<AOb..,ge4 a t 21-11/164. tho u.s. oqulftlnh woro :59.~ and 39.43jl reopocUn)J'. 

ltto\IJ &Dd Bar.ao1 a eottlo .. Dt pr1co tor toro1cn o1lnr woo •UJcbuged at 34-3/~. 
r .. 'l'naaury ' o purchaoo pr1co for foro1p 011'00r ... aloo IUichanged at 3!¥· 

Thoro woro DO purcha .. o of•dl'OOr - d• lu' u. tod.q. 

. . 
CONFIDENTIAL 

/4P7 
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TREASURY DEPARTMENT 

IN'Tmt OI"'''C. COMMUNICATION 

10 - 11r. Cocllraa 

STRICTLY CONFIDENTIAL 
11)' ~tlophoao tode7, 11r. L1noq of tbe Stah lleputa•t tol4 .. that b1o 

oop,..toont he4 rocolncl fr011 t ho .Aaar1oaa OoJIIIll at llorclOOWt '"" ••-• froa 
the JaUoa.ol :8aJik of l!olc1U8 clooUaocl to \be Jlcloral looarn kJik of lw York, 
a114 ono t o 1J'14t11tao•, wid ell I u4ern0114 1o tba Goaaraat:r !rut 0011poot.:r. u 
,., eqoocl vlth Mr. L1noq t111t tba lleputa•t of Stah obo"lcl to...,...4 nell 
oea~a&u 41rocU:r to tbair clootlaaUoa, 11 bao bee tba :pracUC>o wUh roopect to 

..,., ouch eo:.wdcaUCIIlo tlhicll paoo t~ tbe D-taet of State, blat tbat 
• o! aoooocoo !1'011 o•tral bub ebo'Gl4 bo prC>'I'iclocl tho !raa_.,. Doparta&t , 

rith ., 1ll41c:aUon thereon 11 to tho State ~t • o ..n1oa. lllaa clodrablo, 
tho h1111117 will t alopllou tho Jlcleral looarn - at lw York t o cin perth&\ 
!oforaoUo11, whither tb1o aq bo tho t'Gll tut of tho aoo-. or 111,.,17 aa 11141oa· 
lion thot a aoo- llOIIC certain U.aoo ollo'Glcl bo awitocl frC>a t ho Stah Dlparta•t . 

tho throe aoooageo u quooUoa woro roca1Tocl b:r ao tb1o attonooa, I tolo-
llr. IDoko 0114 can b1a tho worc11Jic tlloroof. Bo acrolcl \o tho ....._., 

•hn 11141eoh4, 0114 oeicl ho w'Gl4 approo1ato 0111' 141'111"1 tho Jlcleral Bloem Jail: 

proopt )J' ot ou.ch •••-• wll.,. thq ooao to 0111' attaaUoa. lo will clop- llpOII tho 
Slah Deporta e11t, bowenr, for tho otf1o1al traaoalodoa, 
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TO 

TREASURY DEPARTMENT 

INTP ()II'P'1(2 COMMUNICATtON 

s.crot&r1 Norpatlla 

Mr. Oocbraa STRICTLY CONFIDENTIAL 

' 

Mr. Pbout hlopboao4 •• at 3•00 P·•· ~. Be ea14 tba\ lie -to4 to let u 
- t hat hAl 11M recei-.l tlltoru.Uoa boa I.oM.oa h tile effect Uat 11r Otto n_,_ 
,., eoeiDC Oil\ to OaM4a to 4o ••• 11a1- work tor t ho llaalt .r a.c,..., ttl. til ~ 
Jult ot eu.4a. 11-er will aail oa \be -• ell.tp ttl. \II. ltr ho4er1elt Pll1l.l.tpa, loU 
1.11 4uU uUoa ta 0\\ua, u4 be baa ao •-cUoll with ltr he4er1elt1 a trip to tile 
Wte4 St atu . 

I rao4 t o Mr. Piata\ tho tollowt.ac -"" f.ratt ot a nat•-t to be cl,... 
so tho prou oil~ 9, prn14o4 U -·..ttl> llrtUth qproftl: 

1fht S.oreta17 ot tile troa....,. bat .....,_14 tbat, apoa hit ia'l'itaUoa, 
Slr J'rtcltriclt Phillipt, llr1Uth Ulllltr leorn..,. ot tba fr1UV7, will 
lhorU.7 arrt .. o ill Vaell.tactoll tar a 'l'iaU . !hit .. ettac wi.U pro'l'illl thAI 
oeeaoioll tor 4itcuuloll ot techalaal aa4 other qaotUOilt ot tba .&alrloaa 
aa4 Bri u til !raaaariot. It will 'Ill roaallo4 that lir ho4eriolt Phillip• 
rloUtcl Socrt\&r1 MorPIItbau ill v.-tqtoa 4viac tho Aat- ot 1937. 0 

Piaua\ tt•o4 quite ploato4 with \hit ten, bo.t &&14 II& 110'1114 oouv.U hit 
labluador therooa, 1114 110v.l4 thea cable U h Loll4oa tor l()prnal. 

I 
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TREAS URY DEPARTMENT 

INTmt OI"P1CIE COMNUNICAT10H 

Mr. Cocbraa 

STR ICTLY CON FIDENTIAL 

llr. BliP CUalac, of \he .D>np- DlTbloa of ta.. Deopw\aet of State, hl.­
ptoot4 .. toUI at 1 :00 p.a . Be nah4 tllat lit- . llerlo W ufono4 to IWo u 10 

uatt loUw vll.lall ta.. !r•OVT lla4 ·- w tu 8\ato Dtopanaoat. t o 'M 1lM4 1a 
truaolUliiC offlolallT tlla ca'bl- 'lllblall lla4 'Mea roco1To4 fi'OII ~. 1D Npr4 
•• uaaotoralac tu :Balik of J!lcl""" acoo1111h wUh tlla lo4oral ~e .. rn liDk of ... 
tort lDto JrUloh ao.r...-- acoo111lh. 

011a1ac a:plalao4 tllat a 4al.q lla4 ron.Uo4 troa Hr . llorlo aloplaclJIC till a 
«:an. low, howOTW, tlla $$ate Deopan-t b&o cablo4 to ov •••• 1D :Loa4oa for 
collflruUoo. tb&t tlla authoaUcato4 C<1flT of tlla •••uco hao -.. ... 4eopooUo4 w1 \h tbo 
!kbou::r for traa•lnloo. llir pcnteh to Vaoh1.Dctoa. U, ao ozpocto4, a ropq co•• 
baek t o4q or toaorrow, lit-. c-l11t; proaloo4 t o ban tlla loUer la ov hao.4o oa 

Mr. CUalllt; wluhero4 the lator-.Uoa tllat , \laloot t ho !roatvT obJocto4, 
~. ••• solD& t o traa•lt foraall.T to Ill'. Piueat of ta.. llrltloh Jlobau:r, a cop:r ct 
:he o~blo vll.lch wu rocolnd fro• .Aabaooa4or J:euo4;r , coatalalDt; laotractloao ct 
tht Br1tlob GoTonaoet or: tho t raaofor..Uoa ct tho accouto . It -• """'•otood 
that 1r: hlo acbowlodpoat , Plaooat wollld coatlra \hat thlo cable - • 1D accordaaco 
nth tho llrltlob ........ 11l114ernaa41Dt; of lh ao ......... , •• 1aotnctioao. 

1 haYO pftD thlo lat-Uoa llir hltopl>OD.o t o Hr . bolto aad h Hr, •raotola, 

/ 
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INTER OI'I'IC& COMMUNICATION 

""" ~ 3. 19110 

Mr. Oochru 

STRICTLY CONFIDENTIAL 
0.. Jlll:r 1, Nr . LiY.,.,. hlephouct •• troa tho Deparia•t of State to laara 

wotllor t ile !reaov:r would han u::r ol>JacUoa h tho iaoUtuUoa of a lllit liT tho 
lltorlll)' Gaaaral of tho Uuih4 Statao -aot tu Ol-o4U Sl11ooo , wUh nw to o'lltata­
la.t J~nt .,.Url tho J:ow York- of thio 'lloalt, ia coaaocUoa with tho ol4 
.... of tho .l.loarlcoa X. tale Coapu;:r. It lo racallo4 that J""'-t hao b..., ciftla 
IPi"'t t ho boalt 1a Mtoorlaa4, lout that 1t hoe aot :rot booa poulblo to realioo o:a 
l!oh J~oat. 

I \ol4 Mr. L1Yao111 that ofticoro fl'o:a tho Ol-o41t Sl11ooo aD4 tho corocraUoa 
11!!!eh vao ut up 1D J:ow York b:r that co11cora bot fall han '1'111h4 tu ;.. .. .....,. o• 
'' ltaet t wo oocaolo••· I otatecl that, howonr, we heel tol4 thoto coaU•• that 
tho u ttlac ap of their crganioatlo11 ia J:ow YoJ'It wao a aaUor !OJ' coadderaUon liT 

banldac authorltlot of tho State of J:ew York, aa4 that tho !r•ov:r 414 aot paao 

I aoutloao4 thh uttar to Mr. lleraotoia . Be otah4 that tho Dopartaat of 
lut!co ho4 alread:r boon ill tou.cb vUh tho Ooaoral Oouto1 1 o office ud that tho 
lallor ho4 aalto4 that tho Departa•t ot JuoUco pro'l'ido tho !roaov:r with a •--
1'1.1111., cl..UC 'baclqroua4 of the lltlc&Uon. !hie hat aot :rot boon rocolnd • 

.Uhr talklac with tho Socretar:r, I tebphoao4 Mr. L1Too111 :rootarda:r onlliac· 
I tol4 h1o thot troa tho iatoruUon which I heel obta1:ao4, tho !roonr:r we ut 4h­
~104 to tolto ozq podUoa apiaot tho cc>at-lato4 oult . I aokecl, howoter , that 
1ho DopartaOilt ot JutUco pro'l'14o tho r equotto4 ,._...,,.. baton our Leca1 ~-t 
pau fllloll:r oa tho !roaov:r'• pooiUoa. Mr. Linllll' proaioo4 to write a lettar to 
lbo Dt;ltU'ta•t of Juatlco, 1:a41catlac that tu ltato Depariaat - ao ol>JocUoa to 
lh prOJ>Oto4 oult, 'bolt r-oa4lac that tho !roanr:r' t 'l'iwo be obtalaM 41rtctl:r 
lr luUco. 

Sl110o 41ctaUac the a bon paracrapbo, Nr, :a.r..tola hat forwarded to •• tor 
la!t!ol.lac, a letter o44roaoo4 to tho Depari-t of Juotlco, ia aawar h aa iaqulr:r 
!reo that hpar\aont, ia4icaUDC tho !roaiUI7' o poal Uon 1a tho pr•loot. !he Mot 
3uk Corporation, rather thaa tho Ol-o4U S111o11, 1o aoatlonecl thorob. lfhichenr 1o 
lho correct 'ba:Alc, tho alton otat-ah otoa4, olaco r~roooatoUno fl'oa both tho 
Mu llult CorporaUoa ...a. tho Ol-o41t Sl11oto no1\o4 *ahiactoa laot .,.,_ before 
'Poalac their ot\abllobaah in •- Yorll:, aa4 vera ci.,.. tho -· Woraailoa liT tho 
!t•nr:r. 
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TREASURY DEPARTMENT 

1~111 OFl"'CK CONNUNICAT10N 

TO Socrotar.r Mor,.at~ 

Hr. Cochraa 

STRICTLY CONFIDENTIAL 
Jraa Mr. LiYIIIIT <4 Doparta .. t <4 State, I l....,e4 :rothNq t hat tho .AaeriC&Il 

K1uohr at :S.lcrcAo hu telcen "P at -· onont 1ll roc .. t a oatho the quooUon of tho 
Halo Mortwo lalllt of Yucoolarla orla'bllohlllc aa a«tiiCT in J:ov York. !he Milliotor 
•f Y~alaria in lluhl.~on bao aleo llallo repreoentaUono to tho Dopart.ent of State 
,........, t hl.o oD4 . Opon coUi"C in touch vl.th tha 'Btnlrlnc Coaaiooion <4 the state ot 
I f¥ Tort. tho Departo:.,t of State bao le&rlle4 that tho Co•hal.oD cUd 110t faYOr tho 
!4oo ot optnillC w ch &ll a«enCT. In tba fl. rot pleco, t ho Co-hot on thout;ht that aa 
c'lluruotoc ol.tii&Uon aicht iaocUatelT arioo 1t ruch AD acanq woro Opone4. ol.nco 
tho holden ot .&meriC&D dollar boDdo of t hh l.JloUtuU on al&ht iae41atolT attach t ho 
uoeh ot tho 18'111C7 t o obtain oordce on t hooe detanl\e4 oocnriUoo. lurthoraore. 
tho Co:=hol.oo hao not 'b .. n con..Uce4 t hat t ho bank in quooUon , 11hl.ch clooo aot 
oocno io l.nternetl.onal 'buol.nou as ito prillcl.pal tuncUon , would 'be acu ... in oxteDd­

.l.urlcM trade, 11hl.ch h coD01dere4 one ot tho 'baol.e roooono tor appronnc tho 
of e&enoiu of forol.cn 'b011ko i n our collllti'T. 

Mttr o'btal.nloc thl.o l.nto....,.tion, I telephone4 Mr. Pl.noent oDd reterre4 to hll 
:econt rooueot o! uo. 'bated upon repruentatl.ono aado to hl.a 'b7 Ml.Jll.ohr 7otl.tch <4 
lO&OtlArie. I told h1a vhT the Benlr1nc co-halon wao not taYOra'blT cUopooed to tho 
>ro,;oel.Uon. Ho acree4 that ba would. not approach Kiniotar FoUtch to cl.Ye an allOVer , 
~~ that 1t tbo IUnhtor ohonl4 aak Pi110ent the rulllt of hh rlol.t to the 'Pre&IUI'T 
cl]:&rtunt, Plnoeat would otah that ho bad loarlled froa t ho 'Praarur:r DepartaODt that 
:to ~teto D-rtaent vao alraad:r fealll.ar with aDd haDdllllC tho quotl.on. aDd that 
ll:e '1reeour:r Dopartaoot pratorre4 that t h o -tter 'ba lett with t h o State DopartaODt. 
: eho lot Pl.aoont lalov that t ho State Departaent h BOt l1koJ.:r to pre•• tho - uor 

tho rocal.pt <4 word of a aore f&Yorablo character troa the J:ev York ~"& 
=a&~uo:c. or io. tho a'baanee <4 preuure troe the Yucoale~ L-Uoo.. Mr. Pillaoo.t 
'Cr<e4 that t hl.e vat not the apport""• Uae t o raho a ~uooUon ot \hit eon. 
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.. ore~ of ltato 

WaM111C\oa 

3301, !!liN. 

IICII auSIILI. 

182, !'INat;r o5ci>\L 

l'lolD 

luUa 4 

.... ~I, 1140 

... ,, UoU a.a. 

~·'• 1510, J- 10, II p.a., 

t1-1al tea. .... te ot Aarlou olU•• 1e •lel-

Ia ,..,.._ ot alalawl'lal ... ,.. of lq 1a 11aa1t tepo.lte 

la llt]Claa CIUI'NIICV' _.. lletore lq 10 - nbJ"' to 

h eo,ooo tJouoa .... tlftoaa •• ~l• le _.. tw 

,tuUtialolo ,...,..u ~h. lloJoelte _.. after 

lq 10 •' .-QJoc\ to ..,....,.1_ 

.... lo .... I I .. elaMt .... alaleMrial ..... lea 

ot lq 10 u4 U..retore • ...., - lie _,...., tr. ~ 

of •ovlUoe. •1c1aa -lUoo- lie wUil«- tr. ..,._. ..,..it -.. • .,. • .,. .. ,.., _ ....... , .. ,... 
aaU.OrlUoo !low 'IIW tonica ~Uoo, llt]Claa 

•oovtu .. 1a tonica -•o•lo• .... .._ ~,u •• 

lolt - torelca -loo ..to .. ,oolt -...o u4 

eealot 

280 
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.. ........ ~ . ..... 
- a-

ooalo4 ,.cllapo OB 4opoo 1\ at 1IMlt alao 'bl.u.L !ho 

d.ooreo ot II., 13 pz'OY14oo t or 1101'&\ori..,. ot b1llo. 

lo local t'oa4o 1Jl bolpa or l!eJ.ciaD haAco -4 -, 

J.aor1op e1Usoae CIUl be tl'IUlltorre4 h \be UD1to4 Statoo , 

o:uo10Un 4ocreo ot II., 14 prohibita tl'IUlltor ot f11A4o 

1sa\loD. 

,.,_.,to on illourallco pol1cloo nl!Joc\ to l!eJ.ciaD 

•orator!- 1Nt 1Jl pracUeo 1............,. OOIIp&Dloo are PI71Dc 

to t bo boo\ ot thoir abU1t;r. 

4ccowoto rocohablo an4 JIZ'OCII4o ot ootatoo are 

probab}T oonro4 1:G' aorator1wo. ~. 

COPT 
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' copy ot paraphrase to !REASURY 
15932 

~ ... , .1 • L . 2a2 . . 

hi at"M et Wl%2W ... Ul tlw ,......_, 1f1q t, U. 

v ..... ...,., ...... 
·~· 
ftll ... ..,. .. NPlaU...- .... a-~ .... 

'IIJHe MnMI o~ M tlaat - ..... et ..._,. ........ 

'*' &a &a41na.l l.eto ..a oettle e 2 1• • nr u ..,. 

tlJIIH ~UOI' Of .-&J.t 'IIMla •• W1 ·p $Me ti hP 'bM&a 

~~..,---. a.l .. ............ ,.... 

daloe &a-- ... htsl R t •• QSL llf IE '5 :A a 

pi'O'f1dee0 r.• ..,_.,.. • II IJ '• * an•r I 11111* 

1aJp ~ .. .,,._.a- ........ pa 'e=J•, .,.., 

all4 a tn abe• u.ee .. . 
!be ....,,,lea - .... _, - 1111et ot - ..... '" 

Dlpa.rWet et ate G!dea Alfalftl lleelil te • .IIIOI'Ieall ell 

r· 11•., \Pa&t 1lllea U 1e tee1JI:A to..., etMU tlw W 

a 'IIIIP''••U. t•• 'd a• " nllllttel to - PI I :a1 

IIIM.n ..._ ..a ,... * .,_,, us eu:al 1e reedw&, 

to l'llllt-. .~.,-. wl.tn.aa ... eto tn at 11re •=• 1 

•uu ..... *•lilllll ate -.... a. et?rw ........ ell 

eoep.., NMlT:A -. - • a•uee t1w ate ,... ltedl. 

0ee ot tteee a a•ee ne telA 'r a flllae AlfaLN 

lout ft!INeeetetlw, ee ..U u 'r * '•••r• ~ 
""cu._. G1 "•I r • ..,,,...~ .... , .. • u• ... 

AN eouu :A eiJIII&I'J to .... lll&ee- 1IIe , ....... 

Ill( tll&t t.be 1 .. I PI te eet laW to letelftN 11ltll M8 

u..e. h 1e caw=• eeu..,.l• to IW w.--. ""., ,... 
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oa IIIU'IUl 'llu1Maa, - nn.a ........... 1111& t.a WIUI.IIJ 

• • ll.llt \lie lou& ......... - ........ ~ wU1 ,.., 

\lie aoatt.a.U. et -.lMaa "' UIIM 11- • a .... ,, t 

llaeh. It 11 aot tbawPt eWl...a. "' ua&a om. hi' tile 

oll OO!!!PWU to &1ft l.ato:raatt.oa 1dl1ell tJIIt ...... till ...U 

Ul lJI 11Ul11C 11P a ~ta .,..... 

It 11 IIIU...C .ben lrJ lBto..t -. ..... Vlllle alldM 

t lult 1t alpt b8~ w anU Ol' ra, u - of tile ~ 

~ \liiM Nw,',!lotlou 1t pzwpt .-prae.tatl.oM - _.. 
' !; no 
w t~ J'rMjj t Gona ''• De ..a. of W. •utC' b -- -, ...... (":)~ 
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t flfJ ..,;: > 
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Secretary of StatE, 

'llaehingtbn. 

TRIPLE' ~RIORITY. 
1969, Fourth. 

PLAIN 

London 

Datrd July 4 , 1940 

Rtc 1d 7:40a. m. 

FOR 'II!£ SECRETARY OF THE TREASURY, 

Bt avt r brook wants to know if you will ahip him one 

or two ·:.right Duplex CyclonE aircraft rncints , 18 cylinder 

2 row radia l . Ht wants to fit it into h~s Tornado air­

plant and if it will work hr would like to buy somE if hr 

can . Ht has brED most cooperative on EvErything WE want 

and I think dtflnitrly WE should do this for him s t oncr 

if nt all possiblE . 

KENN~DY 

284 
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Sroretnry of State 

llMhinc ton 

112, July 4 , 10 n . c . 

GRAY 

Tientsin via N, R. 

Dntcd July 4, 1940 

REOjd 11:10 G.m. 

Uy 106, July 1 , 10 n. c . I~ort restrictions on 

pctrolcuc producti on. 

Ticntsin ~nogcrs of Stnndnrd Vaouuc 3nd TExas 

coopnniEB rEport that : 

(1 ) Yokohomn 8pcci c Bank on instructi ons f ree FEd<rnl 

Rco•rv• Bnnk rejcotcd on J uly 2 nppl i ont i ons for 0 link1 

contracts to liqui date proceeds free nnt i oipnt•d sa l <B of 

bol d bullion paid pEtrol<~ stocko now nt Ti Ents i n . 

(2) Fed<ral Res ErvE Bonk will probably not r EpEnt 

not 0 l i rk <Xohnnge• contracts to cover duty paid stocks 

landed prior to June 28th, exchange for which will have 

to be bough t i n thE TiEntsin open t~kct, i f any, for 

Ohinrsc nat i onal cur rEncy. 

( 3) No p• rcit is r equi r<d to t rnnefc r bondEd goods 

to dut y po.id s t atus but "lin!< •xchangc • v11ll not r<pent 

not be provi ded i n thnt case unl cso a pErmi t is applied 

for and gr nntcd; othErwi se , exchange wi l l have to be 

liqu i dated 
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-a- 1113, July 4, 10 n,u, , froa Tientsin 

liquidated by the 1aportcr in the open market , 

(4) If link exchange i o des i red for bonded goode, 

the i mporter must file •application for i ndent• wbich 

probably will be approvEd by the Federal Reserve Bank, 

but unless iaporter purchases reQuisite 1 link exchange• 

(1! be oan) and dul.y 1aporta 1 witb1n two oontbe froa do.te 

euob percits are issued, the perai ts bcoocc nul.l and voi d. 

(5) Sprciol considrration will probobly be D8dL for 

goode alreody ordered or now in transit provided evidence 

i s furnishEd the bank proving payment, and orders with 

supporting evidence arc registered with the bank within 

one oonth, 

(6) The Federal Resrrve Bank hnB i nticnted that 

•applications for indrnt without cxohange1 arc applicable 

only to merchandise iaported froc yen bloc areas and that 

percits for iaports froa other countriEs and inhrport 

~rts will not repeat not be issued except when exchange 

i a settled on "link bae1s1 , 

(7) When an •application for indent• baa been ap­

proved, which for large icports will hav• to be r eferred 

to the Ohina Affai.rs Board in P•ipi ng for return within 

a two months period, an i aporter may arrange to 1 link1 

at current link exchange ratu with an 1:xportcr, but the 

actUal link rotc oust be discl osed and the Federal Rcscr.e 

Bank 
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-3- fll3, July 4, 10 a.o., from Ti•n~•in 

Ban~ will i~i•~ that selling pri oca for imported acr ohan­

diac arc i n line with the link rate approved. An exporter 

repeat exporter cannot do buaincae until l ink exchange 

oo.n be &rranged with an importer in poeeue1on of an 

~pproved import permit. 

(8) Under prcunt ngulat1one, o1l oompanhe 11187 

ship abroad bonded goode without reetriotion, but s i nce 

there arc no assurances that auoh shipments will be per­

mitted indef i nitely, t hey arc apprehc~1ve that this 

privilege would be oanocled should they attempt to re~r 

cargo from Tientsin in large quantities . 

(9) At present, any petroleum products may be 1m­

ported in bond repeat in bond without pormit and in any 

quantity for atoro.gc during the usual bonding period of 

twelve oonthe. 

(10) If rcahipmcnt of bonded cargo to central or 

south Ohina porte ie required, the •application for indent• 

Will have to be f11Ed and approved, duty paid and uohallgc 

settled before stocks can br shipped, but no repeat no 

permit will be required for shipment to Hong long Daircn or 

other foreign countri es. 

8cnt to the Dcpartm•nt, rrpcatcd to Ohunking, Pciping, 

8hanghoi, Ohcfoo, Tatngtao, air mail to Toyko. 

08B 
FLETCHER 
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,.., g'nH of tolecna lo. ll5 ~ ftoatU.. l'al:l •· lJIIO. 

aeoretuT of ltato, 

·~ 
OWl4ptlt1. 

15151 288 

Ia refer- to rq Jo, 1111 of to4rq I &:lft "low tile Ooanl&to 

O.aoftll' • •-•• oa tile - lllpen netr1oUoae oa\o41e4 la a aou01 

of tile hper1at...,_t of OUt- 'llhioll na Veil_, Ue4 with rq Ull}l&tolt. 

of •- 28, J o, 1096, to tile llttbuq, 

~tl7 U 1a tile 1ahaUoa of tile .r~ .. to llalt lllpeno 

h t b.h - to tho -t -* 'llhiolt. Yht'blo aporh are ftlu4 ma. 
ha porooat oo tW apono ~ !b.tl'4 r-ro 11114 lollth 11114 Ooatftll 

Cb.tao u4 lllpert 1 'aT ... 'b•" 'I il, 1dllolt. .....U 4.o ~ wt tb. tile opea 

•m•ap .aft:et 1a !ioahla 11114 tho otroul&Uoa ef oU aotoo 1a lortll 

Ob.iaa. All oottaato 11 ooata1ae4 la a :00.1 da~~»&toh of .r- 20\b. .an 

o Poiplac 4atol1ao that aliCI'U haU, or two lla4re4 W.t7 aillloa T.a 

of ~.~t~ono 'llhiolt. lonh Ohlaa ,.,. froa !b.tl'4 :r-ro 1a fb••e4 1a tile 

opoa .Sot. Ov oplaloa, howftr, 1a that thore will pro'bohl7 ... a 

raht..Ual17 ~ t...U oanat~t aa a renlt at tile-~n 

rottrtoUou thaa tile .r...,.. .. oot1aato Wft14 1a41.-o, 

llo u- aa 1atoaUoa oa tile part of tile J'Moral .... ...,.. lui< 

to faraieb. ucbaaco 1dloa U 1a ao.ut trGa ih ..... ...,... at foretc& 

<nU'HM7 for tile 1oQ71ac at ooroalo, aa wll aa troa tho !ioah1a oilwr 

whiob. tho ..._, JrtUu...r.-11 Aero-• baa •llooate4 for relief 

piUJ>01110 11114 1a ld41Uoa tllat pr1 .... 1 fl~ will ... poraitte4 W 

l.Jipen ooroalo, 

It h ... u...- tW u w111 'bo .... aa aaa7 ao poool'IIU for w• 
l lpli&IOO flrao 'llhiollltadlo t.porto at .. rea1o aM o\hor I IIUOI 

trGa 
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tna _ .... ... OU'77 - ...... ·- - .ur. !loq ..... cl- 1111 

ot u. ..,b•p tna n,.rh 1111141l \lle7 llalle a4 U 1a abe UJat].F 
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to a 4ecroo W!Ail wall. pemlt \Ilea •• .....,.uao \1111 ,._ la trt.f. ._ 

prod1111h, wba\ IDtrub, brhUoo a4 111-11-ou u- otller \Ilea tv., 

oupoh- lloobt rae- (100., 41 ••• ot llq 15\ll, ... lf15 .. ., 

ul~ Joe. *" a4 15, tatot llq )0 a4 hM 1, roi}IIO\bo].F). 

It 1a uUolpe\ot that tllero wtU be nobat u4 atoro­

ftl'iaUou 1a tho ourut J~~PU~•• lllpon1 onohnp ratoe tJoe. t18o w 
u. .. ae tho 4.-.4 tw lloporl •mh .. pl 1a la -•• ot u. .....,n -r 

8114 nco .,...... tM 1o~w eperatl_. la aehnl" b)' J~•• tU. 

are upec\ot t o rolll.\ la llll4b n 110_U_ with J'MQlte on.--].F 

'OAI'awralllo t o aowa,pa.ueo t...Uro. J'a4cbc tl'oa \lie pea\ \lie ..set 

vlll be \hla IIJIIl ~ -.table. 

It 11 o:~peotot \hat oor\ala iaftll\l.o upon orotlh, \bit prooHte 

of W..~Uaa opl- nl•• tw • a 1• wUl be uo4 ~ \bit J~~p~Moo 

tor tholr - parpo••• a4 tW ........ , toller nloo 1a \1111 H-Ila 

opea ....at to nGil tl:ru u tile ltailu llla1ac .Ualah\raUoa or U. 

too !oooac !oboooo o IIIII Iii' wtu bo rot110ot or -• •Uro].F • 

.._ ...._ ~rau..,. wt\11 tho Noral. ......... lui< • U. part 

of ~lipllllloo ,_..,. •• • 11 -...ua -a be...,_..,.. or OOJilllll.ot. 

1\ 11 do'llliU'tll wtae\bor \bat 111* wa11. \o1wa\l (t ) \lie Hoatela buot 

oa Uo ov.:rr.aq ( ia pluo ot U. pr•••' f!lpl UritUil.e ( t )) ~ io.U.. 

for -aalUM t .... tblrt -\rill 'peml\1 fer t.per\1 wt\had 

D!IAIIEI:aliR 
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Srcretarr of Statr, 

Washington 

114 , Julr 4 , noon. 

Wr 106, Ju1r 1, 11 a . m. 

( 
290 158!:0 

PLA:tll 

TIENTSIN via MR 

Datrd Julr 41 1940 

Rto 1d 11:02 a . m. 

ThE following is a summarr or a printrd but undatEd 

noti ot or t h t SuptrintrndEnt or Cuatoma rtlating ~~t nrw 

impor t rEstrictions : 
imports 

ImportErs and firms handling intEr- port/will, on and 

efttr Junt 28, bE rEquirEd as prtqulaltt to rntrr of mtrohsn-

dlsE to product to thE 

Cond "application for 

e us to 1111 onE or thrEE forms , namElr 
• • bufing EXchange obtainEd from a forEign 

Exchange bank (thE Yokohama Sptci E Bank) w1 th the •eont1r­

<D&t1on• or thE PEdtral RtstrvE Bant, (two)•ap;>licatio.n for 

indEnt• approvEd br tht Ptdcral REservE Bank or (thrtt) 0 pEr­

ml as1on for import or inttrport import wi thout rxchangE 0 to 

bE 1aautd bf or producEd to tht SuptrintEnt Ent of Customs 

(thE tExt of tht noticE 1a oontl1ot1ng on this point). 

An application f or buJing ExchangE must bt prEstnttd for 

thE import or intrr-port import of wbrat , flour, riot, millEt, 

kaollong and corn from countriEs other than Japan and •xanchuku 

(and poaatbl r other rrn bloc arraa) whEn paid tor with ExchangE 

sold 
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- 2- 114 datEd July 4, 1940 from Thnta1n vta NR 

sold by tb£ FEdEral REsErVE Bsnk throll8h tbt Yokohallla Sptoh 

Sank. Apparently thle f orm will b t ustd only for ctrtal 

imports 'IIIlich do not havE to bt "l1nktd" and for which the 

FEderal RtsErVE Bank will providE full Exchange covtr. 

For thE importation of mErchandisE othEr than cEreals 

•trom countries .:xotpt Japan a.nd " h nchukuo• and i n cast pay­

ments art effEctEd by Exchange sold by tht FtdEral R~sErvc 

Bank of China through ExchangE bonks", importErs must prtscnt 

an a ppl1os t1on fer indEnt approved by that bank and such 

imports will have "link priv il.:gt• .. WhEn such appl1cs t1ona 

art not approved within t wo months , they art automatically 

rEjec t ed . No provision tor importation on consignmEnt is mad 

in t h tst regula tions . 

Importers of all othEr mtrohandist except "{one) 

travellErs baggage and furniturE for removal samplEs and 

{three) newspapers and periodicals" will haVE to obtain the 

"permission tor import or inter-port import without cxch~ngc• 

which doEs not convey "link prtvtlcgce•~ . bum reliablE 1m­

portErs have bttn informEd that thE bank i ntEnds to g r ant 

such PErmits onl y tor imports origination trom Japan and r. 

"Msnchukuo" . Sent to thE D£Por tmtnt . RtpEattd to Pt1ping, 

Chungking , Shanghai, ChEfoo, Ta1ngtao. Airmail to Tokyo. 

FlETCHER 

PEG 
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Mrniiii.MMY, 

WMIIIKI'nMI, D. C. 

JulY 4th, 1940 

Dear Yr . Secretary, 

I encloaa herein t or your 

per aonal and aecret tnrormation e copy 

ot the leteat report received ~om 

London on the mili t ary aituat ion . 

Believe me, 

Dear Mr . Secretary, 

?he Honourable 

Henry Morgenthau, Jr . , 

United Statea Treasury, 

Washington, D. c. 

Very sincerely youra , 

Regraded Unclassified
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July 4th, 1940 

IRITIIM liii.USY, 

WAIN IKCTOK, D.C . 

F:. >SClliAL AND 
SECRE't 

7 .e .. onouroble 

Pear Mr . Secretary, 

I enclose herein f or your 

personal and secre t inform t ion a copy 

or t he l atest r e port recei ved f rom 

London on t he mtl ttery si t uation . 

Bali eve me, 

Dear Wr . Secret· ry, 

Very s i ncer ely you"s , 

Uni ted States Treasury, 

Washington , D. c. 

. . 

.. 

29,) 
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sccl'cto.ry or Statt_, 

Washington, 

1977, fourth. 

f 299 

PLAIN 

London 

Dntcd July 4, 1940, 

Rco'd , 9:20a . m. 

FOR THC: SECRETARY OP SrATE AtiD THE SECRETARY OP T'd£ 

TREASURY, 

The notice to banks and bankers referred to in my 

llo . l9<l7 of July 3, 7 p.m., reads ao follows: 

"VIith reference to the export notices of hiarch 8 and 

June 8 regarding regulation 58 and tsptcially to the pro­

visions in the second notice regarding ' pre- zero ' contracts , 

it appEars that in certain caeca customers have been advised 

that contracts entErEd into before ~arch 8 tor thE purchase 

ot commodities covered by the first noticE must be ~Et with 

aterl~ng obtained at official ratta from thE control . Banke 

ond bankers art asked to report to thE Bonk or England in 

caeto in whioh pntmtnt was notuolly IIUidt at th£ otrioial 

rotc btoauat permi ssion hnd been rctuatd for thE settlE· 
8 

ment or n pre-March/ ocotrnc t •111 th a tErl1na otherwiae ob-

tnintd , Cuatow:rs wishing to avail thtmaclvta or the con­

cession wbcrcby prt- Knrcb 8 contrncts tor thE pureh3st of 

thE 
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RAW · 2· I 1977, fourth , London, 

thE spEcified commodities may be met with s t erling howr vrr 

acquired, should be warned, whcrt ntocasary, that further 

measures may be taken at any time which will havE the Ef­

fect of limi t ing the volume of stErli ng obtainable otherwisE 

than from the control , Paragraph G of the notice to banks 

and bankers (exports No. 2) remains in tull force . In­

cidenta lly, there is a note to paragraph 6 rcrcrrtd to above 

which reeds as follows: 'Paragraph 6 above regarding pre­

zero con t racts , docs not , of course , apply to exports or any 

cOoda which were , since 25 th ~arch, 1940, subject to rcgu· 

lotion & B. " As you know the Bank or England is negotiating 

with the Nrw York banks regarding thE establishment of en 

officio.l sterling market 1n ilcw York. When thcsr nt got1a· 

tiona ~rt succtnsfully conclud Ed thE axe will automatica lly 

fa ll on thE f ret market and consequently the considera tions 

ot the Un1 t td States Rubi,cr Trade Association as explained 

1n your No . 1572 of Junt 3 will go by t he boa rd. In order 

to avoi d f urther misuodcrs tondins the British Trcasurz 1s 

i ns tructing Pinscnt to inquire of our Treasury wbechtr tbtJ 

will havE all the lnforr~tion t hEy requirE about thesE 

ntgotiationo which m£o.ns in rttcct wh EthEr we acquicacE in 

thE s t eps they proposE to take , Accordingly , I s ugscst that 

it you wish to protrct such American intrrcata as nrc dr­

scribtd in your }lo, 1572 or Junr :1 it can br donE by 

prrvrnting 
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RAW - :5- (119'17 , fourth , London. 

pn:vtnting thE complEtion o.t' thuu ntgotia tiona ptnding 

tht orrtvnl of Philli ps and BtwlEy and thtn h4vE this aub­

jtct form part of your discussions with them. I ptrsonnll7 
•w 

don ' t stE why, if thE British want to wind up thE unofficial 

attrling mnrl<tt , thE7 should not Gontinut to nllo• AmErican 

1mporttre of thE3E prt- ztro contracts of 5 B products to 

bu7 stErling from tht British stabilization fund at , sn7 

tht closing rat£ in thE MEw York markEt on tht day bEforE 

tht JunE 8 rtgulatione wErt madE . 

KENNEDY 

PEG 

Regraded Unclassified
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1 .. .su ... ._, a r .- _, ..,._ •wruc , '"' 
M4 ..U..h .,.. 15, 1951, wtU ,..'IIU17 ..U n a -. .. ef -"-' 

prt .. • a\ \loa eloM et '-'-" • .......... a\ 101 J /)IMe. Bile - .. , ".,.,. _, ...... If.,, .. ..u ,_. •tv&t:r 
tor n.o.ler 15, 1,_,.. Ia e.W ...... eb -• ... ,... 

\ he _, ._, .. wtWa Wo periot. 

DO :ce 

BY SPEC. MESSENGER-- - ­

FILE TO 

COPY TOI--------
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,,. .• ., --- ...... au. .. .:::r' .... "_ ........... .. ..... 
Ua..._<l_) 

_ ., _ ., - " _ 1, ..... 
''"" -- m m .,. .... ~ = (t{l) - ..~ -,,.. AU - ""' 

,.. t)l ..... 
,,.., .... = til .... ,,.., - ..... (10{15) 

,,... - "' ~ .., , .. no - 1,"' , .,.51 1 ,0)7 

.,.., .... fll 2 .. 11:7) - 1.a• ,.. 
~ AU - ... 

1.:';1 ··'~* 

'"" • • nt (10{151 !0& 1,lllo 

,,... • • 1,1Q ""' 51\ . . .., 
'"" • • "" ••• 

a.rn 

1,0 • 1,1.16 '·"' ,,. 1."' "' 1,111 ,,,. 
,,. ,, ,,. 
"" t ,(U 

J:.Ql 

~ • • ,. ,. 
lt!l ,,. • "' "' 
"" '"" • 1,..., 1.lol') 

'·"' 
,,.,. '·"' '·"" "·"' 

mrca• •--.a 
lll.l l. WI 
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strictll Copri~ntlel tor tba S.orebi'J or tba tr ... 'III'J 
only. 307 

DEPARTMENT 01" STATE 

THE SECRETARY 

Paraphrua or cartein parh or telesru Bo. 2001, trca 

Aabaaaador &ennad1, London, dated July &, g P••• 

•Lord Balita~ reaarked that they were •ei'J aucb 

upaat o•er the battle or yeatarday ••• • ••• ••••••• That 

tba qu .. uon ot tbe French unite at lle~4ria a ppaara 

to be aettled. It ie ~·d that (1) the ab1pa ahall be 

made incapable ot fighting (2) the tuel oil ahall be 

diacharged and (~) that there ahall be further nego~1at1on 

ae concern• tbe abipe'e paraonnal. The French, bowa•ar, 

aay that they will repatriate all the crn a. 

•na RICHELIB1J an• ST J1llR BART 1 now on the wet 

coaat or ltrica are being watched, but thara -T ba 

a battle tor thea. 

•nie account• tor practically all the French eh1pa 

e~cept thoee at Toulon at which place the Brit1ah do 

not •~pact to taka action in •1ew or the ballt•ed atrength 

ot the abore ba tteriea. 

•Tbie horrible ·~-up wi th the French baa brought 

torth terrific ot currency, ahipa, tred,at cetera. 

S/ 1ft* 

/ 

Regraded Unclassified
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Froa: 

'l'lw Secrot1117 

Mr. Towot; 

1'417 e, lMO 

At tachecl 1o a proll..tUJ>ar7 ......., ot Dlltch, ~lct&a. 

Sweclhh , :lorve&iaA, u4 J'innbh orure c~11e4 'b)' 

lla,lor LTc>Da OD airpluea, u4 b:r ColoDel NacllorlaDcl oa 

.unltioDa aDd other 1~leDaDta ot war. 

I not1co that cono14orablo 1ntoraAt1oD 1a lackiAC 

Yi th reopoct to 4ol1nr:r achoclulu, u4 I ahall atteiiiPt 

to check t hh on tho DOro hopor tut Uoaa boto1'e lloDclq 

~· 

308 
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II!IIOIWIOOII TO I 

M7 s. 1940. 

Jlr, Pb.Wp Iouoc, 
•••ber, Pr .. icleDt1a ti&itOD Coal.ttee 
Jlooa 294 'l.'n&l111'7 Depert.nt. • 

1, In co•p11anca Yit.b your NqlMit tor Worutioa 
Oil tore1CD ordere tor certaill COIIIltriu, I .. attechl.Dc bereto _ 

~· UlldeUTerecl e1rcratt for Belci•o 
Ret.berlande, lo~ &D4 s..cs... ruo in­
tomeUoa •• obtained tro. the Chief of 
t.ba Air Co~ &D4 i o 'baaed 011 report. troa 
inspectors in aircrett pl.aDtl 1 

.!!· Orders for it..o o tber than airoratt tor 
Bel&!,.., Jlat.berlando, IO>"A7o SftdeD &DII 
FiDlend. ruo Woruti011 'ftl obtained 
troa Legatioao ODd otbor oourceo, &l1d 
becauae of tbe ftX'ioua tourcu io not =1-
tor-. Dell ... riu in g111eral are not .... u­
able and it 1a ouueoted tbat it aJ11 itft 
beco .. • illportallt, deli ... l'7 ocheduleo con be 
obtained Tel')' quicld7 bJ our office troa t.be 
·~ oupplJiq t.be •terial. J. coo4 .oJQ' 
ot the ordere 011 t.ba ~te attached beTe al­
raad;t bean dell Tared, bllt tbio office bee no 
intometiOD 011 tbie ocora becauaa .oot ot tba 
are not u ... ald and report• are not a...U.bla 
ill the State O.JIIrll!lllt. om ttld are - otrictl7 
c-rcial orders of o-.11 -•1 Tal .... 

2. Willi retanrnca to aircrett tor Finl&DII, tbio coatrr 
bee nothillC 011 order at the pre ... t u.e. Del1T11'7 •• obtaiDed 
Oil 48 Brnatar F2J.-1 pzrauit airpl.aDao . 

). 111 office 11 preparille oucb WoraUon •• 1• a...U-
ab1e 011 co\llltriao ot.ber than tboll reported abo ... and a.ittiDC 
Dliland and Franca. we will turniob tbie Woration to JOU ao 
&oOil ao it 1e aruleblao 

:ror t.be C1......,ca Co-ittea, J.rWT l lla't'7 ·~Vl~ 3 rJ 

f.~~ 
Lt. Co10Dal, ()rdnaDca Deport~M~!t, 

-. C.•l 

S.cretal')'' 
2 IDcla. ,\" • •· ~ 

/ 
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18Tllll'IS or IIIIIIKLIURID .liiiPI.UIIa &liD IIIGDIII 

BILOIUil, Nl'lHIBLAliD8, IIGRIUX, A11D 81J:D1N. 

WPIIP 
Mex1 • • • 

7- 3-40 

TJpe and 

'"'etrx y.ma.taotunr U!!doli.,.rd 
Data ot 

OO!pl e11op 
ProducUoa 

J!ah 
Brenter 339.,.. 35 A&lpat .1940 8 

Curti .. H-75~ 2 Sept . 1941 

Brent or 339 72 Sept . 1941 15 

llorthrop »-)PB 24 Juuary 1941 9 

Curtloo H-15~ 36 Daooabar 1940 22 

Dougl&o 8-IS 41 Dacollbar 1940 12 

~publio IP-1 67 Daooabar 1940 10 

~public 2-P~ 86 ~pril 1941 8 

Viol he P-4te 156 JIA.M 1941 22 

ll«liNI!! 

Daooabar 1941 40 

30 

• Tbia tiaure inoludu the R-1535 aDd R-1830 • nsiMo. 

.,_ Tbio figure i .I>Olud.. the R- 975, R- 1820 aDd R-2600 IJIIi MI • 

- 26 Sobodulod to be dolinrod iA Juao 1940 for which tboro i o no 
ool>finoins roportu at tlrlo tiJIII. 

-

Rooohod 
on 

T-40 

12-40 

1-41 

12-40 

11-40 

T- 40 

7-40 

2-41 

4-41 

10-40 

; 

Regraded Unclassified



.. Jlla - pm!! 
Colt alrooraft =eM=--. *'-1 a.s••• ~ n... --. !Its· eo. " 11!-ea.f.. ..U11w .. 
Gu.l"t;Mr '•M' ra w/n.IIIW 

I '&:'• .. '~::t• l:lqloori, Iao., 110 
..._ , ._ TCII'It, 1. T. 

Vitritlecl nuac...w.-•) • • • • IMO tubea, hip,....._ • • • • 180 
• lGir r.··-- • • • • aao Uouthpi•o .. wo...S) • • • • 280 

OJ;y£1D pur1tlere • • • • a 

Regraded Unclassified



!Jaoh1ne toole 
!.!aohine toolo 
tsohi,. tooa 
111M cueo(oubooul.M ) 
C..• lt&alco ( horoo ) 
Boots , G&a- Proot. horN 
Goa ouit. 
Cortri"'eo, Cal •• :10 A , 150 
Cartridge• 7 . 62 mm 
Signal ligbto 
Sl!;nal pistole 
U nka., belt. oal •• 50 
Cartrid&o• , Cal • • &> & . 50 
Sholl Bl lllllo 

Binoou].a_rs 
Cupo, br&ao, 7 , 62 ~(tone) 
;;n rocollulooe ( lbo, ) 
nrr (1bs, ) 
Cortr idgea . Cal •• 30 A: . so 
Guns , l ie.ohi.ne, ll53-2 
Guna , 75 c , Ul917 
roorl t1ero a• 10c IV 
Projeotilea tor a• Howit&oro 
Cho.rGOa for 811 Hcwi t aere 
'l'jl'i' l l bs . ) 

Wire field (km) 
• • • 

Cartridt;es, Cal •• :10 & Ca1 •• 150 

( 

CONFIDEHTlAL 
312 

I'ORBIGII ORDERs ~CBIVED PROU nNu.m> 

AlWS , Al.'lllll ITI Oll & nrPL!IIE!ITS OF WAR 

Kearney Troaker Corp . 
L&ndl. • Tocl Co , 
Gorton lta.ohine Co. 
Pressed Stool Tank Co, 
Aemo Protoothe Equi-t Co, .. . . . 
Sc&l Sac, Inc. 
Okun. A Co, 
Weotern Cortr1dte Co , 
Triuopb Explooiveo Co, 

• • • 
Colt' s PFA Mrc. co. 
Remington ArDa Co, 
Reynolds l.lot.la Co, 
Bo.uooh & Lo!OI:> Optical Co, 
Revere Copper " Braaa Co. 
Herculoa Pcwdor Co, 
Trojan l'l)twder Co, 
ile•tern Cartrid&e Co, 
Colt' o PPA lit&• Co, 
U. S • Gonrnmen t 

• 
• 
• 

E, I , duPont do Uemoura 
Anaoonde Wire & Cabl e Corp , 

General C ablo Corp. 
lfeatern CU"tridee Co , 

CONFIDENTIAL 

QUA!ITITY 

16 
2 
1 

2, 000 
1, 000 
4,000 
1,000 

l, 790, 000 
50 ,000, 000 

600, 000 
2 , 000 

800, 000 
800, 000 
160, 000 

1, 000 
300 

2 , 204, 000 
607, 0 $5 
845, 000 

132 
200 

32 
9 ,200 

11,200 
1, 1150, 000 

10,000 
5, 000 

60, 000 

~ 

46, 849 . 150 
3, es&. e7 

24 , 406. 00 
0, 200. 00 

18, .00.00 
7, &00. 00 

126,1150, 00 
2 , 126, 000. 00 

105, 000. 00 
25 , 800. 00 

180, 4 60, 00 
1 , 083, 000. 00 

50, 000. 00 
151, 800. 00 
3l e ,ooo. oo 
142,000, 00 
lC3,t:~ . ... v 

:105 , 520. 00 
233, 049. 00 
122, 176. 00 

35 , 056 ,00 
207 , ooc .oo 
170 , 000. 00 
85, 000. 00 

DILIVIIIY 
SCIIIIDUU: 

A"t;llat 1960 

• 
• 
• 

Jllly l 9t0 

Dolivorod 
July 19.0 
Juno 1940 
July 19t0 
llily 19t0 
J.:o.y 19t0 

DeUTered 
• 
• 
• 
• 
• 

Being delivered 
ll&yl940 
April 19.0 
Dellve.-ed 

Regraded Unclassified



Gal-..ni M<l l'teel win 
Braaa cUao• 
.A::Ierlo&J> tia, Wou-z. BN114 
Br&ll 41eol 
UniTtreal ¢nd1ac =ob1ne 
o. th • ••• 

Ru " Ol!pt 
Pro " diu· 
01101 for lwlaet• 
Copporb&ndt 
Braaaoupe 
Brau .eli••• 
Steal b&ra 
Copporbandt 

• 
Braaa oapa tOll' ..all ......, -

IINDitiOD 
Braaa oap• tor -u ......, -

IIND1 t1011 
Copporbando tor projooti l•• 
Braao cUooo tor oartridp oaae• 
Cupro-DJ.obl .trip tor oob,. 
Graoo oupo tor ..all arm. 

Olll!luni tion 
CopporbOIIIlo tor projeotilaa 
Gildi"O& 110tal bullet j&olr:eta 

oupa (30 Co.l .) 
GUdlDfl aotal bullet jaoltetl 

oupo (60 oal,) 
li&Dpneoe bro~>~a 
Dl>cl~:e truoka 
Viot&Dax 111te a.zoo 

• • 8 .100 
Steal produoto 
For~o tor ltiiD b&JTela 
l•"O&th ~860 - n ipt per 
torpll& 710 lba. 

.-rio- Steel A 1f1ra co. 
rba .a..r1 .. a Bra .. co. 

.a..rioan ara .. Corporation 
01no1.moat1 11111111f; llaohiae Co. . .. I. Rt ...... 

Ill .. • " 

• • • 
0 , 8. Staal Export Co. 
.a..rio&J> Braoa Co. 

• • • 
• • • 

Pittab\11'~ Cruoibla Stool Co. 
Ra•era Copper A-.. co., Inc. . ~ . . . 
.a..rio&J> Bn.oa Co. 

• 
• 
• 
• 

• 
• 
• 
• 

• 
• 
• 
• 

ROTWa Copper A Braoo Co,, IDe . 

• 
• 
• 

Dodse eo. 

• 
• 
• 

.u.s. Rubbe,. eo. 
• • • 

• 
• 
• 

o. s . Steel eo.p..,. 

• 
• 
• 

• 
• 
• 

Cruoiblo Steel eo. ot -rioe, 

Jlaw Yol'k CONfJ!NTIAl 

soo toDt 
7, 600 
1,110 ..... 

285,000 
1 

lt;AU(08,8&1J) 
lOi ;fltO Itt•• 
aec,ooo(ta?,cor.f) 
.o,ooo 
18, 200(36, 254 lbo, ) 

tlli, SOO,oo 
89, 700. 00 
t ,788 ,00llda. 

lOS, Oto lba • 
286,000 (~87,695 lbo. ) 
605,000 lq;o. 
~.ooo 
142, 000 

690 aetrio toua 

560 • 
76 ,600 lbo . 

300,000 lbo, 
110, 000 lbo • 

660 aetrio 

120,000 lbo • 
26 , 000 lq~·· 

12,000 k&•• 

160 toDO 
30 

200 lba. 
2, 000 lb•· 

151 1Dta 
ZlO 

• 

tom 
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Steel blooko tor Mlr:1Ac clloe, 
total oetiaate4 fti«ht 2146f 

St ool blookl t or ~ 4loe, 
total utiaate4 fti,ht S6, 520f 

Pull broaoll .. 
11· %3-39 Thread cuttin& tooll 

1-19-40 .&daptora tor bQorit•ro 161.17 &Dd 
et.1 a1on.a 

1· 1%-40 Sholl-preoa 
2· 21-40 llydraulio prooo , ~ toM 
2· 2-10 Bleotrolytio oopper in wirebaro 

2· 2·t0 Heald iruoide grindl.n& aoll111e 
type 7UB o1a-t1o 

2· 2-10 Uilwaukee uni 'ftroal horhontal 
milling lllaCihiDe 

2· 11-40 l!el..met dioo oteel platao 
2· 17-40 Vir &in aluaima 

9-17· 39 $holl-tor&ln& aol>im 
Seta tor ohell 7 . 5-

10.31· 39 " rau oupo llo. 2 
wois~W>& 1,~,000 lbo. 

Copporbando 147,9 pluo 
Braes oupa No. 2 

fl • • • 

ll·Z8·39 Copperbando for thollo 
7-12· 39 Tombalc cupa for bullet j actote 

12· 28-39 Col-.. P H Eleotroooeter, 
llodel 3D 

l loldl"' he 1mo llo. lal 
Satoty Spoot&oleo 
.liloon weldin& sJ.uooo lo. 3 
1fh1 to 'laaooo 

!!!!! 
&.pporotoll c .. ~. 

Br14!;oport, Conn. 

ditto 
Colonial Broaoll Co,, Detro! t, 111ob, 
Gnontiold ~p .1: D1o eo •• 

Oroontiold, Maoo , 
llartin h rry Co., York, p,,.., 

lio.tlonal llo.olllnery eo •• 1'ittin, o. 
.t..r1oan Chain .1: Cable Co., II'"' York 
llinerolia lolotol &. Ore Corp., N, Y, 

Heald llt.ohine Co,, Woroeotor, IIW4 

X.ar~~ey & Trooker Corp, , 111lnukoo,l'lio , 

U. 8 . Steel Corp., !lew Yorlc 
llin.erolia M.td .1: Ore Co, , II'"' York:, 

lift York 
11&-tioaal llo.ollinory eo., i'lf'fln, o. 
.&MrioUl Bn.aa Corp. , Waterbury, Conn. 

go.utTITY 

290 

90 
16 

20 oacoa 
eo 
l 
1 

200 tono 

1 

1 

~.ooo 

75 tona 
1 
2 

• 
• 

• 
• 

• 
• 

• 
• 

56,000, 000 
~.~ 

550, 000 kg .. 
550, 000 kga . 
379, 000 

• • • • 
Coluan Elootrio Co., Haywood, Ill, 

Wiloon Produo to, Ino,, 
Reect'nc . Penna. 

CONAt>ENT\Al 
-Z,.. 

3, 73!>-
1 

• u 
12 
u 

903.25 April 1~ 
1,157,00 

tl59, 576, 00 Within 9 '"""• 
April l~ 

111,500 gildoro .&.a aoon t.a 

22,625. • pouiblo 
l.fay 19~ 

C-', 576. 00 Fob, 1~0 

$12 , 756 . 00 April 1~0 

38,~.00 within 1 -tts 
7t , 626. 00 sJ.de . llo.rab 1~ 
18, 672 . 00 • 

Pls,sso. oo Fob. 1~ 
20, tl6. 00 • 

257, 050 . 00 Feb.-War, l~ 
2&7 ,050.00 llaro•April, 1~0 
32, 850.00 Jan, & Fob . lNO 
20, 600. 00 April 1~ 

tl9. 26 r;ld•· &I IOOD. &e 0&D 

ee. oo • 12-21-lg to 
t e . ao • 2-~ 
14, 10 • 
2, 88 • 
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l'(biGJ <I!DDI IIBCJIIVBD FRCII nTIIPJU.,JIDS ll1Dlll8 
AIIIIS, .&~Eln!ICII It IlO'I.alillrS 01' 1W1 

1!!! DILI'llliY nm PIRK QIWI!l!Y \'ALIJI ICIIIDWI - 1100-pOOIIOI '-ollti- b-., v. a. OrdM.n.oe Ebr;i.DMr a. 540~ 
foll-40 l DO ., OOIIIPletel;f 1-ecl with T, J , f , 

tezs.ooo.oo ~~ eoo-pOWIIl .s-oU t1- babe , • • • • 2, 160 ) 
• ...,letel;f 1-ec1 with '·• ·' · 

S.ll-40 Soatter .,. 1()()-pOOIIOI illoeDoUary b,.be , • • • • 550 ) o...,lete , 1-ecl with white 

~ phoopboru OAd t.berslte 
• Intono1-. type, 1oo-l b . 1lloelld1ary • • • • 

550 ~ 92, 000. 00 U oonoe H68 bcmbo, oapletel )' 1oeded with whit e 
phoepborue aDd thorslte 

11· 2· 39 1' . N.T, • • • " 400 ,000 lba . 120 ,000. 00 U oonoo 381• 11· 28•39 l loo-pound domo11t10D bambo " • • • 400 260 ,000. 00 L1oonoo 5980 Jl)-9· 39 T , lf, T, " • • 200,000 l ba. 56 ,000 ,00 LlOODM U 85 
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COHFIDErmAt 
1 r 316 

F<I!EIGII Ol!DERS II.ECB1VBD 1!1011 t<ETAT 

500-pouDII d.ol1 t1 on bc.bo. 
loade4 •/ ru. ... 

500-poW>d d...,ll t1oD baabo, 
eoopty 

!.!&chine JUDO for - 75.l­
f1xed , C·al •• 30 

l!acl\1ne JW1f tor - 75.l­
f1xod, Cal •• 50 

J.:ach1ne r;uno tor Dougl&o SA, 
f lexible Cal, .so 

t:&ch1no sun• tor Dougloa BA, 
fixed, Cal •• 30 

).&chine ;una ror Dou.$).ae SA, 
fixed, Cal •• so 

t.ach1no t;W>o tor Uorthrup/11- 3 , 
flexible, Cal, .so 

J.cl\1ne gum tor 1/orthrup/11-3, 
t'ixod , c.l •• so 

!!!!!. 
Federal !Aboratoriee, Inc. 

• • • 

Col t • a PPA wts, Co , 

Sub-ot-dera f'ron 
Curtiae Airplane Co , , 
and Dougl .ao Aircraft 
Corporation tor P~•• 
on order tor Uorway. 

ditto 

ditto 

ditto 
S-...reo, ooaplete t;W~S, flexible, 

Cal •• 30 
Spare• , complete gum. fixe<! 

Cal . , SO 1 opereo, complete 
Cartr idseo , caliber . 50 
Col t automatic •oh1M ""'"• 

l.:Odol UG-52 , water cooled, 
oalibor , 50 

cun•, t1xed, oal •• so 
RemiDSton Arlu Co. 
Colt ' a PPA Wfs. Co, 

CONFIDOOJAL 

72 

72 

48 

100 

2110 ;120 
120 ,000 

47 
36 , 000, 00 
51, 606 .00 

u . ..... 2026 

Dolhorod 
Li oenoe 794 

Regraded Unclassified



Cartri.tpo, .-l!Mr t -. ,.,.._ 
bell-

81~ 
Su-S.. .... Afpuoa-. opt, 
By. a. lou Preteotoro opt, 
Carbon lloDold.de Cud•_.• tor 

11111&1 
Ul C.bll 
lA2 • 
lA4 • 
1.1.5 • 
182 • 
18~ • 
Portable tnaoaitter a. reoei,.... 

Htl 
Toluol 
llotor Ben.ol 
W Cable 
181 • 
C.a llt.aka 
1.84 Cable 
Depth ohupo 
9 - 1\lb cb1M C'JD8 

l'a:;lloaiiB PG"'Ier 
Surplua depth oh&l'r;e dotcmatoro, 

loaded to tit depth oharc• 
111< ID 

llod.el 21\A ThCIIJ>OOD ..,.._.,hiDe 
SUN 

Cutrid~o , oaliber •• 5 
Cartri~o , oaliber e -. Pva­

belliB 

J'CIIIall ClaD ltiCI1 tiD r&al .-au 
(~ n SJIDDR !lWlll atUIGA!ICIII) 

•••-.a Canriclp eo. 
llaueb a. ...,. Optioal eo. 
Ill• kteqr lppliuloeo Co, • • • • 

• • • • 
.Anaoonda Wire <1: Cable Co. 

• • • • • 
• • • • • • • • 

u . a . Steel !xport co, 
• • • • 

liCA lltr;. Co. 
n..u. • eo., lno. • • • • 

• 
• 

Jllwlpo Dodr;e Copper Pt-odue>ta Corp. 
• • • • • 

Oaeral fire a. Rubber eo. 
o-.... 1 Cable Corp. 
York 8ato a. !Aok co. 
a.ith A Woaaon, Ino . 

Alurioan l!&r;DeaiUIII Corp, 
u. 8 . 00'ftrllll*lt 

Auto-Ordnanoo Corp . 

~ Araa Co,, lno , •••tern Cartridr;e Co . 

- 1-

CONADENTIAL 

gy.&~nrr 

U , ISOO , OOO t 

110 
100 

10 

25 
600 loa 

•• ooo loa 
710 loa 

1, 110 1oa 
IOioa 
•o 1oa 

2 
600 tou 

2 , 500 tou 
2, 012 b 

1&0 b 
100, 000 

zota 
1, 000 
2 , 000 

10 tono 
1, 010 

500 

6, 200, 000 . 
10, 500, 000 

269, 640, 00 

1, 262. 50 

100, 000, 00 

U7 , 400 
2$$, 825. 00 

,.__ 1110 

~ 18, lNO 
.,,_ lNO 
~ 15, lNO 
Ill¥ 15, lNO 
Ill¥ 11{ lNO 
.April , lNO 
.April 1, lNO 

.April 20, lNO 

llarob 11, lNO 
April 15 , lNO 
.t.pril 15, lNO 
Allr;>lot 5, lMO 
April !0, lNO 
Allt;laat 11, lNO 
within a ..tU 
(7- lHO) 

o.u ... red 

Regraded Unclassified



• 

WESTERN 
- UNION 

RAY;.:O!lD CLI.Pl'&R 
C/J SCRI?P& HOWARD, 
."tA.Ll!fGTO!l , D. C • 

.. 
Loo .&n&-1 .. 
July 6, 1940 

I r 

• :AlE .r.GT I!RAJ) YOU!! COL!Jllll JUL! 4 Ill LOS AMlEUlS !I!:1IS A.'ill I'A!I't '10 COI!ll.ECT 
.;!SS:.L"'lOOiliT OP FAC! . S!CRITARY OP '!REASURY ~ORGB!ITBAU RAISED !10 OBJt:CTIO!I 
.If ALL '10 JOB OP COORDINATCR BBl!IG SET UP '10 II'OR!t \liTH DBPEIISE COlllllSSION , 
TO 11Y ~<:;QII'L!OOE SECRITARY IIORGENTHAU MADE NO ATTELIPT TO CIWIGE !!I ANY 
rART!CULAR REJ'!lRT TO PP.ESIDE!IT IWlE BY COlllllSSIO!IER STETTlN~US , GENERAL 
~A.~JUS , AIIIIRAL SPEAR AJlD I.!YS!LP . I S!IOI'IED THE RIPORT TO S!CRETA.'!Y IICRGEll-
1":.1.:.> i!EroRE IT WAS CO~ED AND SENT TO TSE I'RESlDE!Il' . IIOT OliLY DID HB 
A:SE ;.o OBJECTION BUT D:D !;Or SUGGEST O!IE Sl!IGLE CBA!iG!l Ill T!IE REPIJIT . 

A.;: ?OSlnvt 1HE!!E WAS NO ATTEIIPT !WlE BY SECRi!fARY JIOROillmiAU TO CBNTRA.LIZE 
?"iJC1iR~;T IN TilE TREASURY . RESPECTFULLY SUGGEST '1%\T YOU C~T 1'B1S 
S ~A n:::.:E !17 • 

D, 11 . NELEOJI 
C.t.!\- rlt 

I 

I 

Regraded Unclassified



IIDIOJWIIIOII tOt lr. PllWp 101811 
~. Preai«**\01 L1&1- c.-t~tee. 
Jlooe ~ tNuur7 ~~e.....-~ . 

1. Ia co••"·- 'ritA rov req•ut for lat.,_U. 
oa torotp orden tor__,. -Vi••• I oo at.\ubl.ac t..o\0 -

~· -..sou ..... a1roret\ tor le'IS-. 
1&\loerlAIIda, ~ ...t ~. ftla t.-
r-Uoe ou olr\es.H '""' t.a.o Claiet et 
\loe u.. Corpo - 11 ........ . ....... tree 
laiJOO\en 1a o.1rwatt Jil.MtoJ 

}• OT'den tor 1 t.eooa ot.lln \boa a1........n '-r 
lelcl•, Jo\llerlaad• , Jo.....,. 0 ~ ..,. 
,,, ... ft.l• w .... t.loa - · ob~ 
fi"'OI t.ecaUoal aad otAer IOW'<IIIo .. 
lleoauae ot t ho 't'lr 1oua oouroo• h DOt ua1-
tol'll. Delher1.. 1JI c••ral are DOt .... u­
alole ud it. h •uu••\ICI \loet 1t MQ> it.M 
...._. 1111-rt.ut del1Y017 lcMcNlOI- be 
ob\alaod ... 17 qllietlJ' bJ our of floo troa ~ 
• ' ·:r auppqiar \he M\lr1el. A ,.,.. ....,. 
or \llo ordon .. tA• lbeo\1 ot toalood ...... ele 
rood:r ......, doli ..... , bli\ tA11 ottioo baa oo 
lato~Uoa oa tAil ICON ........... DOlt Of tA• 
IN M\ U-Md and ropor\e &re DOt a...U..lole 
1a t.1oa 1\lto De~\, Ollt~t.ed are s<r-e st!"ictly 
co,...,rcial orders of SD&ll DOney value. 

2, 111\olo rof-00 to otrcroft for l'laloodo tAll COiatrJ' 
bu aolhl.ac oa o...s- at \ho ,...._, t.ieo. Del1YOr:r wat ob~ 
oo 48 lrowetor JU-.1 ,.aoeit a1rpl.u••· 

), 117 otf1oo 11 ,...P-r1Dc aiiCil Wo,..ti• • • 11 naU­
ablo 001 c o•tr10I o\oloor \baa t.a.o•o reported abo ... u4 oeit\bl 
Jaa).IUid ud ,..,.,., wo will tumiob \All s.aro,..t1oa to ;you u 
aooe u H 11 a'Oallalole. 

Por Ulo Cl- e-1t too0 An1:r 6 h'IJ • • H101ll Boardt 

2 Iacla , 

J, J, II&OIIIIILOD0 
Lt. Coloael., Ordi>uoo De~tmeet, 

SHrot.ary. 

Regraded Unclassified
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~( o 320 
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- -........ aft ......... 

• • • • 

•• ee!C .-

!.8 
o.a.o. .... n..--..-. 
I liM • I :· ..... ~ • ...:.h. .... --. ...... • • • • 

• • • • 
• • • • 
• • • • 
• • • • 

CotiFI' 

'h 

• -----• 

,, 

-=· • 

-.u.r 
I •II 
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10-7-11 .... ,. iiM18 
t-a-.t ...... t.le 

u ....... 
lO.U.. 
11-l •• 
11-.1 •• 
l.t-1 .... 

1 ..... 
1 ..... 

1-~ 
WT..O 
1-17..0 
1 ..... 

ll-llo40 
a-a-.o 
4-6-60 
1---..o 
I a 10 
4-+411 

!l!! 
........ 7 !nelall' c..,. 
laadie ! ool eo. 
~··h'• Oo. 
,....._. Steel 1'Dit eo. 
.- l'roteeU ... llopl-t eo. . . - . 
8e&l ..... r:... 
CllaiPa ., eo. 
'lrenera C&J'tr14p eo. '1'11..,... ... 1e111 .... eo. 

• • • 
eon•• WA u 1• eo. 
~.uu eo. 
~-..I.e eo. 
aa_, ., ~ OpUeal eo. 
lleftn c.pp.r • Jru• eo. 
s.r...I.ee .....Ur eo. 
troju !'IIIIW eo. 
••n.n Cu1riclp eo. 
eou•. WA u 1• eo. 
u. a. Gcnw t 

• 
• 
• 

•• :, i· M:t ~f:C;. 
0....-l. Col>le Corp. 
•••tert> c.rlr1.4p eo. 

Q!!Wm 

lS 
I 
1 

a.ooo 
1.000 
..000 
10000 

1.7800000 
150 .ooo.ooo 

8000000 
lj,OOO 

eoo.ooo 
8000000 
l!Oj,OOO 

1,000 
• 10() 

I,IO'j,OOO 
I50Tj,OII5 
BU,OOO 

lJI 
100 

• v;aoo 
· u;aoo 
\!,~000 • a,ooo 
eo.ooo 

~ 

U 0M8.150 
a.u..ST 

u.to~.oo 
v.aoo.oo 

1a • .oo.oo 
T,eoo.oo 

w.uo.oo 
1,111.000.00 

10a.ooo.oo 
•• 100.00 

. 180 •• 150.00 
1.oa~;ooo.oo 

eo.ooo.oo 
m;aoo.oo 
naj,ooo.oo 
1'10000.00 
.lt3 , 12l . ort 

101101110.00 
ua;ote.oo 
1110171.00 

a&;OM.OO 
~ooo.oo 

17o, ....... oo 
aa.ooo.oo 

Dotliwre4 
• 
• 
• 

.lal7 l MO 

Deli ........ 
J1117 lMO 
,_ lMO 
.lal7 lMO 
IIQ'lMO 
IIQ' l!NO 

Deli ........ 
• 
• 
• 
• 
• 

-~ .. li ...... 
.April lMO 
Deli ....... 

Regraded Unclassified
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[ ·f1f!i!i1U1'1'l'' ·11'11P !1'1'1 i}-il,stsl,r, !, r l~ r '· r .jr ,r 
1 ~' ~~f~1 t!sl ~ t. • ( ~ I ~ ! Ill I ~ ~ I• I .I . t I f 

r 11 , , I 

i~ ·1! · · · f · · · · f ·li ··If !JJ If 
~~ ·! · · · t ... · r ii · .,[ · t ~Pi 
yf · . . . ,~ · · · · , ., .. f • .,f .. ~·~~ r: ~~ i 
~ ... f f· ;i li 

. . . , ·y[ , I· ~ . . ~ . . . , .,; , ~ 

a . .. 
r . r .,; . ;~f ~]JJJfPl ~i Jr... ~~ 

es§§si i il l§aa5 I l§§§i!§ ,J~§ill a 
(fj ( f .ff I'''. I 'i'' . ;t I I 

1 .r ,r - · 
- ill ~ 

') 

rlJ 12~ 
iii aa 

~ 

Regraded Unclassified



·-1 ~. hr ..tbc .... _, .. u...\.e<l -!P' n~ 
fteel ~~loft:<• tor lakbr: 4s-, 
~ .ns.w ...tpt •• .., 

hll.ll: +n 
ua • fhrM4 wtt!D' tooolo 

l-ou-to J " 0 kue tw Jo.i'-e liLlT -.. ,­
J,.U • Pelt p-

a-a• ~ -· 40 ta. ....... ~0 ..,... 1a 111Joellere 

,..., lleeloi 1M10:. ~ ... 
"" YU3 111-t;S.: 

,..., Jill - -~ Mft_.,. 

lOll. 

.,,.,, , .. " 
llel..t tleo .-1 plaee nrcta .,_,_ 

CONRDENT I \l. 

titw 
Col on1&1 J~roo.C eo.. ~ t, lila. 
Gree • .n..l4 kp b 01. co., 

ar-t'laldo ~ 
llort1la l'loft'7 ce., Tork, -. 

llt.ti.-1 II I .. ..,. eo.. l'1t t1a, 0.. 
_.U. ~.l.a lo Cable Co. .. ._ T-': 
~ &tal I Oire co.,.., a. X. 

r _, "' ~ eo.-,., Ml' a ,JJia. 

U. s. St.Ml c.;, •• I"• Yd 
• ' Ia W 4 Ore C.., ._ T.n:, 

- !-'< llt.tio.l l.lochaei'J' ce.. nttt._ 0.. 

zo .... _ 
~ 

l 
l 

100 -
1 

1 

60,000 

,. .. 
1 
I 

' .. 
11 
ac 

WS.II l.fltrll~ 
1,167. 00 

$1Bt, 87S,OO r.1tkia t -
.A;rlllMO 

lllotoO c1lWe ""'_ .. 
F I <•'• ZZ,III. • IAII:r lMO 

tt.lfi.OO l ebo lMO 

$11,,.,00 J.frU 1.110 

... too..OO witldal .... 
,... ... 00 &We· ....lMO U.II'I.OO • 

• s...,o.oo .... ~ 
to,Ut.OO • 

:5T ,oao.oo ,. ......... ~ 
UT,OIO.OO -.-...u. 1.110 
.. IID.GO ........ -20,1100.00 "tftllMO 

4U.U cJU. ----81.00 • UG•w 
41.10 • ~ 
14..10 • 
: . as • Regraded Unclassified



V') . ..... . J'CIUI • .._ WifD 
N ..-. 1 II!I~ ~ ~~ 111..a M D&n8r 

!!!! ~ ru. S!!ll!lH .!!!.!!! ac• .. -1-U.. "A; I...U~--. v ••• ~·P• •• Iae •• .. : ~ -~~&til fold. .... ooo.et , . ~ -· 1-.u~--. • • • • 
aql t ., ~ Wl\lo lol.t. 

--~ I "•.,. *• I In 'tery -........ • • • • • > I ua-. ~c\lo1IIdt:e 
~ t I -~-• zJ ; ,_ :... 110 b. I u..,. • • • • 

- ~ 
n.ooo.et u lMI 

-· ... 1~ ~ wl\lo ..., .. .. a I - ... \looaolt:e 
u~ , .... • • • • toO,OOO lMo w .... lA I ... u ..... n•• I....U"•- • • • • toO 110 ..... II -Ill. tolol. • • • •.ooo l'lle. •.ooo.a J.lt ... 

• Regraded Unclassified



.!!!!! 
100 I al ...U--._ 
~-~,._ . 

100 1 I t..li111• -._ ... 

•Ll.-4-.o 

rDIII. 

r~ I&Mnws..o. x-. 

• • • 

eolt•o PPA lite- eo. ........ ,.... 
Cllrti• .Urpta. eo •• 
... Doucla.o Airarat\ 
C~tl- t:w p:W..o 

- .-.r t:w ~· 

n...w~.. •&1· .eo 
~--0.. 
Oelt'o PPA lira. Co. 

- 1-

100) 

lJ~ 
"' 

71 .. 
71 

• 
" 
" 

u--. 
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f J.11al!. lfJI·I[ 1 ·····If it f 
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fl ~~ ~~U H; :~·t :''I _ 
!r (f r.Jr ·I.,, I.. ·s JJ J 1 1 
f r I fr• I •J 1 • • ... ~ f @ I 
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ii I 1~ iiii1ii1. aaii§la ali i ~ 

f r ''ff rrrrrr -
}til I• 
• ! ~ tltttttr t !!!!:•• i I 1! 
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---~~~----

. . . . . 

.... re .... 111, BallS.'ND, tar:L.a, BlOUCh, 8llaap ... 

Palll eoaterred to4aT Ul4 nobed tbe follow1111 1-.1. a&J'I ta 

(1) ftero ._. I &oo4 4eal of 4180UdOD non ~ 
tbe propo .. c! tu aboalcl be exelqinl)o CD tiM war profit& pr:lDoiplo 

or exoluainl)o OD tbe aema profit. pr1Doiple. !be bade tbeorT 

ot tile war profit• pri.Dciplo 18 to tax all profit& uoHc!SD& 

t bo .. of a pre mer&~ pvio4, wbieb uo ... ~ 1'C!"'pl7 be 

cooa14ere4 •• attri~ to tiM 1Mr.....S aetirttin ot tbe 

_r,_,. peHocl. I'M baaio pri.Dciplo ot tbe ae ... profit. 

tax 18 to tax all profit& onr a oorta:lD returll 011 tn.eated 

capital. ObrtODal)o tiM latter tax 4ooa DOt talco :lD - war 

profit• bat .. 7 talco 1D a0111 profite wboll7 UDooaaocted witb tba 

ner&ODOT• 

!be COD&- wu tbat a c•btDatiOil or co.prODJ.ao 

botn. those two aoboou ot tMoa&M aMoa14 be ac!opted. 'fbo 

COIIPJ'.S..O t.tatiftl7 aaroe4 apaa WUI 

(a) lJatD& ,. u a fUr roturD 011 1JIYute4 eapital 

tor tale ••aoaa• ouo. It wu 4ale14e4 tlln -•111• wb1eb 1114• 

laaa tblla,. 1D a ropres-*atin pre mu&•GT pvio4 troa 1935 to 

1939 abODlc! pq - - profit& tax b1aaae ncb c-ena wre 

protit1D& 11r r- of tile -a-7 aoti•itT• 

(b) CoDcena IIUUII belOD ._ Oil tbeir SD•uted 

capital abODlc!, liloft't'V, ••• &0111 protootiOD wile tbeir roturll 

011 innated capital-. .too lolr, Ul4 1t ... 4oo14e4 tbat tbero 

Regraded Unclassified



2 

1boUld be DO tu on 1.117 protita below 4• ot iDYeated oapi\al 
eTID thov.ch aOM ot t.!INe protita II1C)It be attribatallle to -­
cener actiTitiee. 

(o) Oil tbe other baDd,conoeru wbiob aade tn 

329 

UCNS Of ~ on illY .. te4 e&pital lboald baTe ·- beDefi t traa tbe 
taot that tbeir rate ot profit prenoaa to tbe •arceno:r period 
na 1D exoeas ot ~ llecauae there •boald be I OM r ecop1t1on 
ot bi .p protita ill tbe pr-riiDCJ' period. It na, tberetore, 
decided tbat OODCeru Mkilll ill exceaa ot ~ abould ban tbe 
benefit ot nob exo .. a up t o 12.. 'l'he reuon tor atopp1Jll at 12. wu tbat tbia represeDtl a nr:r hip returll upon 1Dnated 
capi t al aDd a reuoaallle l iaitation upon ex .. ption ot hiP 
ordtnar:r pre-e .. r1enc:r protita. 

(d) 'l'he a~e tOJWll.a r equirea adjaat.mta be~ 
pre •erceno:r illYNte4 capital ot the tuallle :rear. 'l'he pr1Jici)lt 
Ullderl:rilll these adjuataenta ... tbet there abould lie tor 
1Dcreaaed 1DYnte4 capi'-1 m u.-.4 r ate ot r e turll ot ~. aD4 

t or decrease• ill iDY .. ted capital tbe aOMwtlat .ore taYOrallle 
lleail ot tbe redueUOD of pre •rc-:r prot1t1 1D acoordmce with 
a reduction of ia9eate4 capital. 

2. 'l'he coueana ... that 1DYe1ted capi tal lhoUld not 
exclude 'borrowed capital u did the 1917 aDd 1918 .leta, llat lbcnlld 
1Jiclude tlonowed capital with a coaaequet d iaal.loRDCe ot 1Dter•t 
on 1ucb capital u a deduetioD. aownr, oerta1D •af•cuard• were 

Regraded Unclassified



~ 
1 

• 
~ 

l 

I 
( 

I 
! 

11111e1te4 bere Ua1t1AI tile tt at f¥1 Mri'Oft4 capital to be Sa­

eluded 1D 1Dftate4 capital ill order to pr-t .. oape ~r- tu 

ot corporatioaa 'borrawillc oapital. at a low nrr•t rate ot 

1Dtare1t. !be •-all.J' acreed ........ , .. ot UaltatiGD ... n 

arb1tr U7 11altati• ot ,_ ot MrrOINd capital. the tbeoJT beial 

tbat tbll pero.ta&e retlected a •-ral borrowlJIC coet ot J$ 

or balt tile 1hndard protlta u._.t pero•ta&e ot Ill(, It- ... 

nauted tbat t.ued "!"'P'dT - eefazt ·~ ... nll­

ltalltlall7 tile - t.reat:..t aa t.ued ~· ft1s pr1Jlc1ple 

... acrH4 to. wt 1t ... .uo acrMil that tbere -u baft to 

be a J'ld11ct1- ot r.t l1all111tln to pre••t worth tor parJ~Giea 

ot deteraiDU. • uti to be 1Dcllllded 1D ~ftated capital, !be 

1~eral AlliDa •aa tbat th1l aapeot ot tbe prollln Deeded 

t11rtber • t1ld7. 

3. !here ... a &reat deal ot d11 ... •1GD atloat tha 

d1ttiC11l.t pro~ of -oU4ated retuu. !here ... a 

cmeral ac mt tllat -~~~ retuu llloald be peraitted 1t •­

•tbod co'lll4 be wrUCJ wt to taD a~t ot ditt.-.. 1D 

330 

' 

. , 
~ 

lise. tJPN ot aet1YltJ -.1 ot11er ecQI'asc d1ttar•t~betfteD lar&e 

COII.Iol14ated UD1t1 and ot:Mr COI'porauoaa. Ill tbe 1111-e ot 

abU1t7 to worlr. out 111olll a d1tter•t1al tha .,orit:T acreed tbat 

the tUiJIC ot CODiol14ated returu allo1ll4 Ill a pri .. &e en.ded 

to attU1ate4 IJ'O'IP8 11h1cb accepted protectift !1'....-arr replatlOIIIJ 

the lliDority IJ'OIIP telt tllat thll aiCbt Ill IOial too tar, 

' 

i , 
t 

1 

J 

~ 
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4• JIYv)'oDe denai~el7 &CJ'HCI tha~ 1Dd1•1d..U 1hoald -' 

be nblee~ecl to ~- ace11 protltl tu. It wu telt tba~ 1t -u 
be po11lble ada1n11tra~1 .. lr to ~~ nob a tu "-' tb&t ~ 

COIP11X1t111 ao4 ad•1n11trat1•• d1tt1.alt1el would be tar oat ot 

proportlOD to tbe "-fib aoonamc. It ftl felt tbat tbe taxa­

tiOD ot 1Dd1•14D&l.l II1C!It be 1atel7 lett, at leut tor tbe -~. 

to tbe bl&b pr ... illD& nrtaua. 
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Pre •raeoq illnaW cafital 
Izweated capital 1Jl tavlhe 1.-r 
A•raa• pr...eraeDCT protlta 
Protih tor tullltle J'e&r 
Bn.pt protlte (~ of u.ooo~.ooo> 
Profit. aubJect to uoeaa prorite tu 

lr'B)e D 

Imeated capital 1Jl ~:;j:! 
In.._ted capital 1Jl t ,.ear 
Deoreaae 1a capital 
•••raa• pre--..raeDOT protita 
Profit. tor taable J'e&r 

"·"Lwau~· a, %J x ~250t~ 

.)0,000 
ag.QAO 

• .,,000 1,,,. b. lllu. l[ 2,., 000 
!otal ex..,t proti!a 
Profita nbJect to - • protlta tu 

1.ooo.ooo 1.ooo.ooo 
60.000 

150.000 
60.000 
90,000 

1,ooo.ooo 
1,000,000 

uo.ooo 
150,000 
120,000 
30,000 

'750,000 :u 
150.000 

50,000 
100,000 

1,250,000 

!:11;11 
150,000 

60,000 
90,000 

7/5/1/j 

I 
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Subject: Tranui01i on of Lo\tor RAtceiTed :rro., 
Danm&rko N~tioD&lbank. 

Tho Honor~<ble 

~no Secretary or State, 

liatbl.Dgton . 

Sir: 

J ba~e the honor to trana•lt here~lth a letter datei 

July II, 19'10 n coiTed from DMIIt.rlco NatioD&lb&Dk 1n micb 

t boy request U,is Leption to oub:llt to t l:e proper Alter1c"" 

anthoritioo certain questiono in roeard to pooo1ble =>odifi­

c~<tiono or the blcckin& of Daniob aoooto in tho United 

Ste t ea . 

The desire of the NationAl Bank to haYo the r equest 

trN>smi tted. to the D~tmont of State '"" !1rot ,..C.e oro.l-

ly by th e Under-llirector of tho Bank , llr. !!w!o vho oto.ted 

that the aat tor had elre~ been pl~ed before the :!'~eral 

Reaene Board . but tl:...'l.t he !el t that the caae had ?erhAya 

not been adequately preaented and therefore not tw.l;.1 un-

dorotood . The LeGation pointed out that in t l:eoe circum­

ote.ncoo t ho app ro;>riato procedure vould be for tho bank to 

dhcuu ito d1fficult1eo wi tb t he !·11n1atry of lo'oreign Af-

!&ira with a vie~ to the further preeent&t1on of their pro-

poaalo throW!)> the med.i= of the Do.nioh t·:inhter in 1iaoh-

1ncton . .l.t tho ....,. U.~r.o l<r. Hudo VI\O informed th.-t . if 
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• ._.,., *- r.._.u. -u, M a •Uer ot --. • 

• ~--..,wt~ :snuac-tanatn tot 

*- ..utt•Uou 1a *lola the '-11: -. later .. w. '"• 
- .. epJ&I'•t17 -. proternd. '117 tile Malt, 'IOhlah 1011a1t­

h4 tllo let\er aboYo -uout llll4er tllo o1cutve ot llr. 

0. T. Jna-o, •aonnor ot t.bo ~k• lfaUODalbalt•. 

Ia nw ot tllo :voo.tbUU7 tbat, 11114or tllo nrl.ou 

aiotiac 41ff10QJ.Uoo, tile JaUODal Jalll< ..., aot ban b_, 

u4 4ooo llOt feel othorwiM llbl o to .U:. aa ~to otat .. 

_, ot ih wtoh .. la Ulie -nor, U h ro-ttall7 rae--

coote4 tbat ito lot tor bo IIUla1 tte4 to \ho appropriate 

Aaor1- &ll\hor1Uoo 1t llO ooclllt obJootioa \hereto 1o 

Jlle 851 
DP/D&/fiiJ 

Kobloll J, Po~o 
Claarp 4 1utdr oo a.i. 

1a tr1pl1a.te t o tho D.partll•t 
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(COPT) 

llr. J. llablon Pe.rldna, 
Ohare- d.1Affeireo. 
A.oricac L..-tion, 
Aaeliepd.o 12, 
1.-

Sir: 

On MZlier occeaiona I ha'fe taken tho l1bar t7 to alk 
t ho Alooricac Leption to t.aah t ua to r•o•o d.ifticul ties 
vbicb ban arhen 1n coonoctioll vith tho bloelci~ of t ho 
Dt.lliah e aaota in tho Unit ed Stntaa. 

In cconoction herev1 th I ahould lii:o to r equoot tho 
AloericN> Legation 1n Oopenh"«'!n t o ccnaidor vllethor tho:r 
would. b e able to oubmit to tho American e.uthcrit ioa con­
corned. aoae turthor tueationa of aoditice.Uont of tho • .,... 
barso vhi ch I ahould lii:o to ~>ontion btJ.ov. 

I .. .pocio.U:r intorotted 1n thr .. quattiono of ouch 
e. l1a1tod. cb&ractor t hat it 1a a:r hope that the Legation 
vill be al>le to forward a:r requatt to YaahiJI&ton. 

'ala contract. ot tho ......touo lOt.lla wbich tho Daniah 
OoTornaont and. lloniah 1nat1tut1ont ha'fa t&~<t.ll up 1n tho 
United Stat oa noraall7 contain tho clauoe pro'fiding for 
rot;ular redooq>tion b.l' aoana ot tho ropurcha10 of bonda 1n 
tho open ..,..lce t . 'ala llatio=l &D II: hat of late e:a:pori&llCM 
that 1t h ••r:r difficult to obtllin a pe"'it for tho uoo ot 
blocked Dt.nioh aaaeta tor tho r.purchnto of Daniah Doll:>r 
bondo tor redemption. ~eforo porsiation it granted. oo 
aan:r quaationa ere aal<od. 1n OBcb cue that tho tronaactiono 
""'' beint; del&.Yed.• 'l'hh dola:r aott.ilt uonocoaoar:r cotta 
t or tho bu;ror t.lld al ae t ho inoon•enit.llOI that t hepurc:hAsoa 
ct.llllot bo mad.e before axpire.Uon of tho te"' ncrull y fixed 

i .n the contract . 

• 
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I lllould appreciate '011'7 IIUCII 1! " pnenl penoiuioc to uao tho blocke4 Duitll 'balaccu !or re4011ption could be crante4 and I ebould ba'Oo no o'bJt cUono 1t tho ptnoi t obould 'be ll.ai t e4 to l)UrChaooo M4o o1 thor tbr~ tho fhcal agent of tho loan or thrOU&b tho l e4er al lleoor..o llank of l!ew York, or 1t 1t ohould be modo a cond1 Uon that tho r epurcbaoe4 bondo ohOW.d remain 4opodted vitb the purch&oin« 'b&nlt. 

'l'ho oocood matter h t ho d1ff1Dul ty vhicb vo nov aNt in t he que otion Of tr&nofor Of 80D~ ! rca ODe blocked ~ 
CO'Wlt t.o Mother. Ae th••• t.r-a.nete.ra nl.v~a take :pl ace be­tween 'blocked accounto to which uniform ruloa npply, it i o ver:y d1ff1Dul t to ooo the roaoon a pinot the abolition of tho reotr1ctiono "h1ch prrrent ua !roa tronaforrin& auoh trom oDe account to another. The remoT&l ot thte hindrBnce would , t .. e ue eome freedom of action which would beno!lt uo vithout contr••e:n..in.C .&.:::erica:a. interecte. 

J'inaJ.ly i t would be of lmportonce H an e.rronget>en t could be made "horeb;< Dollar c!>oquoo whi ch are ooot to llen­~~&rk or wiob alroaA7 e.ro In D~, could be credited to tho acoounto of tho Danlob bNiko which forward ouch cboquoo to tho United St&tll for collection. At "" inotonco I aq 10aot1on that cboqueo dravn 'b7 tho lhllted Stateo ha&O\ll'7 Departnnt on t heo .. l no t o a Daniob cltiun living in Den­mark, in payment of old age penolon !roa the United Stateo, CNlnot bo catllod in a Doniob b8llk , 'becauoo It """ not 'been poooi'blo tor the Danitb bnnk to hn'OO tho ~uot oredlte4 to ito account in the United Stateo • .1. nuabtr of inotanooo ebov o tl>nt 1t hat not boon pottl'ble t o .,. .. , cb"lueo sont for collection credited to tho accOUDh of Danieb b&nlto. aJ. thoud> that traoaaction only 1nTolYee e tranef~r ot Doll Rr& fro~ a poroon rooi4ent in Denmark to a Danish bank ao menti oned abo-.e. 

I tboul4 be much obli,ed to you if 70u would. be able to pl&ce tbeee qu.atio~• be~ore the coapetect autbor1 t 1ea 1c tbo United St atu, JU>d tlulnkln& ;rou in ad.,.,.ce for the troubleo 
7011 m41 ha•e In thio a&tter, 

I ""'' 

Toura very trW.r, 

C. V. :S.W!SliMS 

C. V. :SrMonaeo 
Gonm or of tho llN>::lar~t~ llaUonalb8llk 

336 

Regraded Unclassified



r 

JIL 

8corctary of State 

We.shington 

1992, 5th, 

Pr.u• 
London 

Datcd JUly 51 1940 

Rco'd 3 p;m~ 

FOR TREASURY FROK BUTTE:BIOR'DI 

l, .1. nnr aupplcnentary vote of credit of Ll,OOO 

~illion was presented t o Parlioacnt, for the supply 

aerv1oea 1 eXpenses 1 bcyond thOQe provided for i n the 

ordinary grants of Parliament, c.r i aing out of the 

rxiatcnoc of a state of war•. This follows the vote ot 

oredit for L700 million passed on llozoh 14, 

' 337 

a, Replying to a question i n thE Oomcona the 

Obanocllor of the ExchEquer o.nnounord that to aupplcca:nt 

aubaoriptiona to •on tap1 war bon4a, anvinge ocrti f i catu 

and baby defence bonda, on which he reliu for current 

rcquirmcnte and i n vinr of the prurnt volUI!l£ of Tre!Uiury 

billa and the uneven sprcnd of revenue rcoripta accentuated 

by hi gh rntca of d i rcct taxation, he hnd arranged an addi­

tional means of aeeting we•kly nrrda by t aking deposita 

from t he London clearing and 8oott1ah bank& of acounta to 

be f ixed weekly. Thes e dcpoei t a wil l be rrPQ¥oble nftrr 

aix months, the bonks however having the right t o r equest 

r EJ)aJI:lcnt 
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-3- fl991, 6th, froc Lo114on 

np'l.ycent (a.) for invutmrnt in ~tion&l trill' lbil.na ieeuca 

or (b) to oovcr cccrgcncy ourrcnoy nkcde: rcpaymcnte tindEr 

(b) will be discounted at bank rate, The rate of i ntereet 

on these eir-montha non-negotiable deposita will be fixed 

on considErations of prevailing conditione, being at tbr 

comcnt l-1/8 percent whioh ia notably cheaper than borrow­

ing by 3-1/3 percent on tap war bonds and slightly dearer 

than by Tre.asury bills which ia suitablE in view of their 

longer lll!.turity. DEpoai ts arc in unite of loSOO, 000, 

Though sicilar in purpoao: (naccly to tap banks! surplus 

funda) to the specie! deposits of the last war mentioned 

in seventh paragraph of cy 3068 of October 17, 1939, 

6 p,c. This addition to the noa.ting debt of six-contha 

non-negotiable deposits, normally r ecallable only at a 

loss , should prove less inflationary ainoe thE 1916-19 

special deposits were i ncluded in the clearing bankla call­

coney it£~:~ ODd were in fact regarded as aupplrmentary to 

oash balanou, Bank of England waye and crane advance& 

to the Exchequer (now standing at &30 cillion, a f~e 

saa.ll in coaparison with the aetronocioel figures reached 

in th• last war) will be USEd to cake up any balance not 

offend wulcly by the banka, who wi.ll be told each Friday 

the acounta required, Though the deposita arc non­

compulsory th" Central Bank will certainlY haVE a good 
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idea of each bank'• capacity fro• week to week. fbc de­

pos1 ts an upcotcd not to ehow in the Bank of England 

wultly returns , probably only qll&l''arly i n tht Exchequer 

nturne but pcrhape .. a nn ito:• 1n olcariJlC banke' IIOnth­

end rcturne. Apparently t he dieocunt market'• weekly tak­

ings of ~66 million of treasury bille repreeenta the extent 

of i te powere on i te capital etructurc; 110unti ng upmd1 turc 

i ncreases the defioit faster than voluntary eav1ngs duri ng 

the months of l £en dirrct tax receipts; the Indian summer 

of war f inance dcsoribed i n uy 2068 of October 17 is tbue 

now definitely at an end. 

3 . With the note issue og~~oin up by b6 million and the 

DEW steps for garnering aurplue funda for the B:ritish Gov­

crnm<nt's usc the questi on of i nflation again comes to the 

fore . Tbough ~y and varied etcpe han been taken to pre­

vrnt ~~on i nfla t i onary pr i c e rise, e11.0h sound 1n itself -

(such 1.\8 intensive propog~~.nda for eavingc, control of pr i cu 

of many products and even a ubaidiee to keep down prices 

of fooda 1lllportant in the coat of liviD@:: the o rax of 

thE matter boils down to the qucr.tion ·• 6-Z:~ the :o:rstre.ints 

on conr•wrcr spEnding nuff i oient "r. o )W1tc~W:1. tll~ prr­

sistcnt influcnc~a making for i nflationary price in­

Cr£1.\Bca, =ely the i ncrease: 1n epending power ar ising 

from wage increases, ovcrtimc , Qbeorption of the unemployed, 

increased prneione and uncmployucnt iDSuranoe, 17h1Cb the 

co1noicknt 

• 
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coi ncident with a contraction i n the aupply of oonsucablc 

goode , Even thE Gonrncent 1 s curtailment of ioports and 

rnw nnterials vhioh directly reduces the eupplics of oon­

sumnble goods, aoocntuntc the inflati onary trend unless 

price control is more oonprehenaivc or rationi ng is on a 

w14n scale than a t present which inoludu only sugar, 

butter, certain types of ocate and gasoline, For, our­

tAiling thE goode avAilablE docs not ncocesar1ly drive all 

the ourplus spending power into savi ngs, sene undoubtEdly 

bei ng di verted into uncontrolled fields wherE price rises 

may be shArp e.nd nay ruult i n attrnoti~ ccn- powcr and 

speculati ve capital needed for the war effort . FurthEr 

the Government has made many moves which have i ncreased 

the ooet of livi ng. Indi.rcot te.xrs and postagE ratEs have 

been i ncreased. While the i ndex has lately been hEld 

steady there arc maDf products outside it which form 

essentials of l i fe - railway and bus fares, tobacco, 

beer and many types of clothi ng and household goode not 

included i n an index constructed in 1914 and long since 

rendered artificial. ThE new methode of tapping banks' 

depos i ta and the excEss profits duty will admittEdlY act 

as a f inal net to force i nto the Government ' s coffers 

traders ' P.rof~~~ from an i nflationary pricE rise but 

neither will prevent such a r i se with all its social 

i njuatiou, 

Regraded Unclassified



-s- #1992• 5th. trom London 

lnjuatiota. Tht rtlativr toror ot thr oountrracting 

tr rnda ot savings and hravtrr taxation on thr onr hand 

and tht growing dlaortpanoy bttwun aprndlng and goode 

to buy on thr othtr hand oannot br mra1urrd quant1tatlvrly 

Only by rraulta can thr qutation bt anawtrrd aa to which 

current h tht strongEr. Rrtatl tradt t\lrnonr though 

quantitativEly rrduord• ia in valur not dtclining. Prior• 

grnrrally art rising dtapitr thr rrornt rrlativr attad1-

nraa ot thr Ministry ot Labor's abaolutr indrx. Thtar 

art viaiblr ruulta. Another will br thr yrar•a yield 

ot rxoraa protlts duty, whrn thr tinal tigurr ls avallablr. 

It thr ylrld or this duty and or thr purch:lac tax WhEU 

it finally brcomrs oprrativr. art high thr rrvrnur rraulta 

may br ha1ltd as aatiatactory but auootaa in thia 

rraprot will bt proot that tbt inflationary spiral baa 

not brtn hrld in chroko Tht nrw budgrt 1a doubtlESs 

bring orratrd. Much will drprnd upon tht boldnEss with 
which it ia tramrd0 

\ 

W'liC / 
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J IL 

Secretary of State 

Waehington 

593, July 5 . 

PLAIN 

Sbacebai via N.R. 

Dated July 5, 1940 

Rco ' d 1:15 p.m. 

15725 

FilOII COlOlERCUL ATTACHE . Weekly f inancial. Sbangha.i 

open market foreign exchange r ates cont i nuEd st<ady past 

week {July f irst and second bring bank hol iday b<nc• no 

cxobang• market ). D<apitr disquieting Hocg Kong and local 

drvdopmcnts , ratEs unaff rctcd by substantial Hong Kong 

buying orders for United States dollars and covEr by aborts . 

Intcrbnnk spot selling this morning around six f ivr-six­

trenths c<nts a nd three f iftccn-aixtc<nths pEnCE bEing 

high for the WEEk with a low of six on<-sixtcrnthe and tbru 

thi rtrrn-sixt<<nthe, July delivery onc-tbirty-s<cond cent 

and one-thirty- s econd penny lower. Chinese f inancial 

cirolre poi nt out unwill i ngness of sproulatora to make 

oo~itocnts at prrscnt due t o npprchcnsiona of unexpected 

world dcvcl opm<nta similar to those affecting acntim<nt 

of late on New York etock market . Thry b<li•v• that 

techni cal position of market tending toward f irmer rat<s 

for ncar futur< ae many importers have liquidatEd •xohangc 

cover 
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-a- f593, July s, f r om Shanghai 

cov•r booked ~ro:vioualy in caaca i n whioh ahipmcnta were 

unccrtain or orders oano~ello:d tbua reducing foreign 

currcnoy r equirements, However necossity for large foO! 

i mports nn:t f o:w months by nor th and o~:ntral China may 

c:luse lower r a t cs. Other quotations this morni ng: gold 

bare down around yuan f i v. thousand w1th ·h i gh during wnk 

of yuan fivc four tbru naught and low of yuan four ni ne 

eight naught, wci wah oash discount rate around five per­

c <nt, Bank Japan notes yon on• for Ohin~:ac yuan onE point 

fourteen, mi litary sorip yen on• for Chi nese yuan one poi nt 

two four, hua bei ng notes yuan onc for Ohi n•a• yuan onc 

point fiv~: fiv< , customs gold unit yuan t wo point scven 

naught seven or United Statcs dollars naught point six 

two five, Tientsi n exchan8e ra,ca five tbrcc q~tcra cents 

and tbrce one-half penoc, Ticntsin Shanghai rcmittanoo 

chargE ten pcrccnt, Tientsin FtdcrBl Roscrvc Bank notes 

yuan n1nc six for Chin18e yuan one hundrcd. Ycst£rday 1a 

closing quotations : Cbineac domo:stic bonds average f ive 

two point eight ODE , Shanghai seno:ral stocks lowo:r due looal 

and Hong Kong dcvo:lopmenta anragc two ono: seven poi nt four 

nino:, Shanghai rubbcr sharES on• six naught point seven one, 

China Stock Exchanges Company Limited oapitalizo:d at yuan 

s ix hundred tbOuaNld opened Shanghai July third trading 

i n stookB and d<bcnturu of Chinuc banking industrial ond 

buaineaa onterprisca, company formed by scvcral prominrnt 

Sbangba1 
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8lw.ngbai Obinur lce.dEra. Tranae.otiona eo far arc 11111i ted 

in extent o.a principal boldrre of 1bvre and dlbcnturca 

of Ohi ncac enterprises arc ei ther governmEnt or banta or 

ori gi nal. promotErs hEnce general publio ia unable to bey 

or sell large blocks of shnree, the present quotations 

involving thErefore Only small numbers of sbarca, Jcver­

thelcss represents s1gnif i oant development 1n Chinese 

Uno.noial systEm because lack of modern co.pi tal market 

baa bern one of pri ncipal. cause of Ohina'a Blow development 

in induatry mining and other modern entrrprieu. Banlcs 

ho.vc hi therto noted o.a pri nci pal investors uaing d•poeitors 

funda in most oases, Present attempt ia to build fo~ 

tion for inorcnscd publi c interest in direct investment 

Md to enable cntErpriure to obto.in oapital at ohcapow 

interest rates o.nd to reliEVE bonks of direct f inancing 

burdens , 8hangbai g£n£ral stock exchange is Bri tiah 

enterprise dealing cxcluaivcly in atooka and debEntures 

of 8hangba1 forc1gn enterprises aa well aa rubber oompaDJ 

shares, Chinese Kercbants Stock Exobange prior outbreak 

hostilitiEs dealt almost uoluaivcly in Chinuc Government 

bonds, Yesterday's quotations on New China Stock Exchange 

in Ohincar yuan Bank of China seven three Bank Communicati ons 

six eight tatung Coal Kine thirty Chung Hwa Book Company 

two nine point fifty Sun Sun Department Store ten poi nt 

fifty 
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fifty Commercial PrEss BEVEn three A B C Und•rwarc 

!lamt~e.oturing Company ni ne De.h Chung Hwa ll&toh Company 

345 

two one point fifty . Hua Bai ng Oommcroi e.l Bank note i ssues 

•nd Jun• totalled H.H·yuan f i ve point s ix milli on repre­

senting inorce.ec H H yuan one Dillion over i ssued outa tand­

i n& June f i ft e•nth. I~orm Oommeror . 

BUTRICK 

C8B 
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To: 

l'rozo: 

JOII TOm! liiJOIIICA'riOII 

'rbe Secret....,. 

Mr. TOWlg 

Re: Requeot t or tvo Yrlcht Duplex 
C:rclone lll!tlDoo . 

Att&eho4 1o a eop:r ot tho aeota«o a44roooo4 to 
1
,,., 

roee1Ye4 troo Aaba .. a4or r.,.,.4:r. Nld tolopbond to .. ~t 
10:22 A.N., Jul:r 4tb. .f.loo attached lo a eop:r ot tho 
aeknovle~ont In aecor4ance v1 th :rour lnotruetlono th1o 
corDlft«. 

A ! ev e2perlzoental e"«lnoo ot thlo t ypo, ADd deol~tod 
~• Model A, hnTe boon produced or are In production. Model 
.f. 1a equipped Vlth opeclal IIIOUDti"CI ADd dOTelOpl 2000 horoo­
povor, lxporlmeotatlon with Model A boo doTolopo4 vbot io 
know "' Model B, vhlcb 1a equipped vith otaod..rd JOOillltiaco 
Nld donlopo 2200 boroepovor. Production ot Nodol A 1o boillf: 
diocontiftllad due to dloaatlotactloo vith tho .. untlog arraogo­
JOOnto, aod duo to tho r..,t that both tho .f.J'II1 ADd II&TT viob 
tho lneroaood ~war. 

'I'M .f.rr:IT ordered 10 ADd tho IATT ordered 10 ot tho llodel 
A eD,Slan. Ot theoo, 6 haTe booa dellTero4 t o tho J.ra:r, Nld 
2 haTe been dellTered to tbo laTT. 4 ot the 5 dellTerod to 
tho U.,.. are belac lnotalled 1o tho nev Booiac ll-19 bollbor 
""1oh vill be eoapletod betoro t he oDd ot the contb. !bo re­
r:>alnlllf: 2 Arr:q ellgineo au belllf: hold tor oparoo. 'rbe ....,.. 
hao rece1Ye4 3 Model A o~neo, oae ot ""lab h belag used !or 
02plrlaontal and teotia& purpooeo, aDd the oth.or h a oparo. 

Uolther Admiral 'roworo nor General Brott vloh to releaoe 
NlT ot thooe Model A •a&ineo wlch baYO bolD dellTered, due to 
the tact that In both caoeo thoro would be oor1ous dela:r In 
their e2periMntal progreao. Ill a4dl tion, C01ptain l:rello otro114l:r 
e=ph~olaeo the tact that the Model A, with ito lovsr rate ot 
horoopo ... r ADd ito opee1al I!IOUDtlD«<, h belag dleeontilllUid Nld, 
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thoro!oro, would bo of l1ttlo ooro1co to Lord Boaoorbrook 
&o a oa.ple !or tootine or fitt1ne into other pleAeo. 

'l'vo aMitioJUil. IIDdol A eQCiuo v1ll bo dolinrod to tho 
!lra"7, ou about .bguot !trot, and tho oocoDd about J.u&uAt 15t h. 
?heoe v1ll bo uoed tor oxport=.ntal purpoooo, &Dd AAairal !oYOro 
h&o told Cll!)t&ln ltr4lU thet ho would aot reloaoo thea Wllooo 
coarpolled to do oo, bec1111oe "" expori.Mntal plNle h&o been 
built to take that p&rticul&r engine with 1tl epecial 110unt1ngo. 
J'urtber, 1f t beoe Model A engineo vere co......,doored, Wright 
vould b.-Ye to replace t hh model vbich 11 being dilcontinued 
!or tbe lfll"7: " fllCt or vb1ch vould "P••t the Wr1cht production 
echedulo. 

'l'ho nrot tvo of tho l(odel :s onclnoo. oqulppod w1th otand&r4 
mountinco u4 4enloplnc 2200 horoopovor, vlll be reoq tor 
4ellver,r between September 5th lln4 lOth. Th~ee onslneo &re on 
or4or !or PM ..._ric&n &Dd Lockheo4 llD4 could prob .. bl;r be dlnrtod 
tor o ther purpoooo. 

It Lord :se.. ... rbrook, &o bh cablog .. would .... to lndicoto, 
h i ntending to uoo thue onglneo ... ollll!lleo both t or power llD4 
for the eaoe vlth wb1eh tbe;r could bo fitted to ~lloh plllllto, 
lt 1o m;r ~atlon that onl;r tho l(odol :S engine• be made aTail-
8blo. 
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CO PT 

Julf 5, 1940 

Dr. Feis 

l.lr. Cochran 

Will you kindly send the following oabelgram: 

•American Embassy, 

London. 

From the Secretary of the Treasury. 

Reference your llo. 1969, July 4. Working on 
Beaverbrook' a request. Hope to have answer in day or 
two. " 

lll4C:lap- 7. 5.40 
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C1oelllc ra\e1 for the other cnane .. s-1 ,.,.. .. fo1looret 

llri11 hue 
Llra 
lleicllaark 
CQu pli O 
W.xic&D pli O 

,zaee 
.oec& 
.400() 

f-16/1~1COQD\ 
.aooe bi4, 3040 offlre4 
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ID a44iUOD \o the l hrllllc operaUoa •nUoD14 a'boft, the h41ra1 a.11..,. kilt of In York &110 1Ucu\e4 the follOiriJIC or41rl t 

Ptlrcllal14 140,000 hpnUa1 piiOI for tAl hUollal IIIIDlo: of 111-., 
PU.reltal14 3110,000 111'111 trsa.a for the llaDk of Lahia. 

!'b1re 'INrl ao C014 \rau&cUODI COD-\e4 lt' 118 \o4q, 

!'be h&lral lle111'T1 llaak of •- York npor\14 \be f oll.,.lllc llhi-ah of 11ol41 

hoa :laclan4, llhippe4 lt' the llaDk of :laclaa4 \ o the 
h41r&l lleae .... lluk of In York. 

$U, l25, 000 h be e&I'MJ'b4 for accOUD\ of the Buk of lftlll•M, 
6,969 , 000 \o be eara.rloo4 fo.r the acc011Dt of tile lfatioDal llaDk of Yqoala'fia, 
2 ,09:1,000 for acoOilD\ of the !1<>7&1 lfonrelliaD Go'fi..-D\, 4ilpolitiOD .....moora. 
2 ,079,000 \o be lanarloo4 for acooua\ of \be Swiu lfational llaDk. 

507,000 for accoun\ of J'l.Jtan4' • Buk, 4ilpodUoa .....moora. 

$24,280 ,000 llhi]IJII4 lt' the llaak of CaM4a t o the h411ra1 a. ...... llaDlt of lew York for 
lale to \be u.s. .bN;t Offioa. 

4,321,000 ahippl4 lt' \be llaDlt of c-4a, T&Dco..'flr , f or acc011mt of the llaDlt ot 
:IJIClan4 to the J'e4eral lleaern llaDk ot SaD J'raaclaco, for aale to \Ita u.s. 

=-=~~ 1111D\. 
181, 3'13,000 !o\al 

fbi equi'fallll\ of the ... 'bolT col4 price .... $33.81 "P 681 hoa !l>eaU,. 

Spo\ d 1'flr iD Jool'bq oorkl4 ou\ \o the equhaliDt of .... 2151, "P obo..\ 1/~ tr• ,...41,;r. 
ID Loa4oa, \be price fi:te4 for 1pot eil'far ou 31-11/164 u4 for fonror4 ail'flr 

U-9/164, bo\11 off 1/164. '!be u.s. equi'falenh o ara 39, 431 u4 39. 2£¥ reapecU'flll• 

llaD<IT oa4 a..r.ao• 1 11tU••Dt price for f oraiCD ail 'far 011 11aclt• ftlll4 a\ 14-3/'1· 
!be 1'reUU)' • 1 Jl"l'cltul price for foreiCD ail 'fir 011 alao 11Dabaap4 at 31¥· 

'lfe Jl"l'cbul4 400, 000 .......,.. of ail'flr troll \Ill Jatlt of CODo4l .,...r our replar ........ "'· 
coNFIDENTIA~ 
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,_, Oal.nUa 

ii.Bi ~ 11, 1940, aooa. 

!he tollonq ....... boa Jloabq 1o a ronooUoa 

ot c. paonl. &1tu&t1oa ~ql:aout tho oountr)'. !h1o 

a1tu&t1oa 1o oopeo1~ proaounoocl 11l Bc.ba7. 
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10CIIInDI:IrnAL. lul7 •• le40, ll .... JluriiiC tbe 

lut ibroe 4&J'o tho bo&l'UJIC ot &1lnr oo111 liluoh I _: 

Uoaocl 1a tho tal.osrau 11h1oh I oollt to tho ~&M:Milt 

oa Juao 22 all4 .Tuao 28 baa roaob84 oor1ouo proporuoao 

11l th1o o1 t7 • At tho Boo om laak 1t bao \leoa aooooo&l'J' 

to han opoo1al. · pouoo to roiU].ato tho orolllla. Ia op1to 

ot aoUoll 'b7 tho GonriiiiOilt to pronllt ouoh a praoUoo, 

rupoo 001110 aro \le1q quotocl 111 tho Buaar at a pr..ta 

onr ourroao7 110too. .A obortace ot ohaDgo baa oor1ouolJ' 

oabarruoocl tho poot ott1oo, rota11 obopo &D4 ra11W&7•• 

IaotruoUoao han \leoa 1oouocl to baako that 111ll••• tho7 

aro oat1ot1ocl that c. do•o!!d 1o loe1t1aato, tho7 aro 110t 

to pq nt 110ro thall 110 rapooo 111 &1lnr. I wao 11lt~ 

7••tor4&7 'b7 tho Gonr=r ot tho a .. orn a.111t that oa 

1aport&llt taotor 1ll tho or1g1a ot ru.or• to tho ottoot 

that Illd1&1l p11por ourrollq wul.d. oooll aot lie worth &llJ'­

th1DC bll4 'booa h- ro41o broo4outo. Bo 1o proparocl 

to ... t all roaaoaablo roquooto tor a11nr oo1ao; 1t 1o 

b1o lloUot that th1o 1o tho 01117 11a7 to doal. w1 til tho 

&1tu&t1ea 

Regraded Unclassified



354 

atu.U. 'Dl* enoto at ua. ,... ... , u... 

I ... tel4 1a IIU'lot MAf14eue - tU lo•w- tbat 

~·-· tJ:,o qii .. U• llal OUll .. , lie .. t18e.1 ... eft1e.lal170 

11oo fer tU pnat1ac of o...:npH 'aaJt aot .. 11a1 lleea 

~... It 1o hlo llulpe t!aat 1llb8a o.. .... too aN Jll'late&. 

~ 4o·n«· fozo eilt'V oo1a w:t.U be .Un1ate4. 

It 1o .u fo.Uac of "llaakiac uro1 .. 1a h=bq t11at 

UleN bae lleoa ~o ... oo .. tlw part of U.. io~t 

of !a41a 1a aU.-pUq to oftHt tlw pi'Opope«o p~~t ~ 

• 1eNaa7 an« otur falH repone 11111111l ban ..._ o. -proooat e1ta&t1oa woroo. 

no .. o pa .. Wo 1iltor..Uoa oa to tb8 'f.roanJ7.• 

III'S 

WD 
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MaoD 

Storttary ot Statr 

Wuhington 

682, July 5, noon. 

GRAY 

ROllE · 

DatEd July 5, 1940 

Rto'd 9 :00 a . m. 

ThE 'l'rrasury agtnt at 141lan rtporta that hE bas bEEn 

advisEd that his officE rxprnaEs would br paid by thE 

En1basey and thnt hE now nude t'ivr thousand lirE . 

REqUEst instructi ons. 

PHILLIPS 

RR 
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X.I.D., I' .D. 
!ataUw. :r...e­
Nla\Sa at. t 

hl7 a, 1S40. 

Ol'IM.\ioa ooa\&1 1A 11 MI'1M 
ot BlalleUDI vUl be Hl\rlo~ \o 1 W.. 
trca otflcial ICIGrOII tohlcll are H&IODU)¥ 
OOafu..cl; !be liiiODI IIICIIIU'l)¥ .... 
tea\a\1'1'1 aDd. 1A DO 1•11 hre 1t11A1111 

l . ' ·-. 
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ftia r.port 11 a ~let rnlew ot •- of till !.llportu\ 
clwlpe aDd. receat clnel~h 1A till Cllnou .an.r. !be r.port 11M 
bHa 41'1'14e4 1A\o till tcllcndf>C eec\1oa11 

1. lll=oar7. 
2. IYaluaUoa. 
3. State ot IC1D4. 
4. OocperaUoa. 
5. lh"er~aUaaUoa. 
6. Morell. 
7. Ia·d llb.lp. 
e. CIIJ'IIa !.ctloal Doo\rlM. 
9. Pr1ac1ple ot ApShUaUca. 

10. lolrpriMo 
11. MobUhaUoa. 
12. Pro~ «· 
13. :ru-. Col-. 

14. ~-· l.S. .&1J' J'orce. 
16. lfeclw!hed 8114 .ADU~ecllaahed a.p1o,.et . 
17. ICc\o:riaed lat&\17. 
18. lllcbeD' old Ccrpe. 
19. ArUll•• eD4 1atct17 0oO»>l'auoa. 
ao. au...uroratt ArU111J7. 
21. ea..aalcatloDI. 
22. c.o.nac-. 
23. lapp)¥. 
at • ....... 
315. OoDC1•1Aal M4 .. I bUODI. 

q+t '''r 
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!be purpooe ot \bio r eport 1o to o11tl111A1 t.be iapre,._ 
a1oiiAI ot t.be &1'1111 ot t1eera on d11~ 1n Oenoaq aa -ed b7 t.be war 
up to \be preaen\ elate , INch ot t he 1nfoi'II&Uon t r ma.l tted 1n 
tbh report 11M been dioeueaed in the daU7 contereneeo held 1n 
the offi ce of the Mll1t&r7 4ttacbe in Berl1n, It 1a w1\b t.be 
\bouebt that t.be 4oe1atant Chief ot 8tatt H would like to lalow 
the opiniono of \be oft1cera and oboerYero on d11\7 1n Ber l in \bat 
thio prel11lil101'7 report ot leoaona 11 prepared IUl4 aent forward, 

!l!bia report 1a bued on intol'II6Uon obtalned froa 
the 081'11&11 Cooabo.t •tl.aate, t.be Oemo.n Ccabet Dieeot, prerlo1111 ...­
porto in t.be f1lea , conYeroationo with colleacuea 1n the Corpo of 
4t tacheo, eonnnationa w1 \II o.n4 1.epreu1ono go.1no4 frca Cle1'll&ll 
oft1cera , ool41era, nnd otbar ot!lciala, fl:'OII otu&!Tinc ,....reelo, 
,.,opepera IUl4 ~ineo, frem the otu&!T ot pbotogapha, IUl4 trca 
11atan1nc to t.be radio reporta , 

It 1o cpluwiud that for ooae ot the ata~h 1n 

357 

tbh report thare 1o no 41rect preot, The 111bjeot aattar ha.a b­
ceretul~ cono1dere4 nnd 41acl18aed nnd it repreoento the beet ~ 
ment and opinion ot the Ver Depertment poraonnel otationed in Berlin. 

3, State of Mind, 

I t io believed tbnt preaont weapono and their method 
of llllpl0710ent ere chOilging warfare, We ahould nov Yhuo.lize bow 
vo.rioua sit uationo obould be handled 111>dar the wo.r conditione of 
todq vi \II the meana that are now aTo.Uabla and the aethodo now 
beinc uaed or capable ot bei~~& 11oed, 

!o 1ll1111trate the point, tollowill& the last war, 
J'ro.nce built the ~Ca&inot Line, an illpresnabll barrier apinat 
tuture aoaalll.to troD t.be Ea.ot, fbe idea wao coocl. axcept the 
Jrench built 1t to cl.ateo.d a&a1no t Vorld War aateriel am4 appar­
ent~ cl.id not r ecophe t.be oltuatlon atter the line becaoe ol>­
oolete, 4 high 0el'llal1 General Statt officer etated recantl7 1n 
epeakiac of tbe breall>-tbroueb at Sedo.n that tbe J'rench onz-eoti­
mated tbe defeno1Te otrengtb of their fortification anc1 UDder~oti­
mated the lll>llit7 of tbe German 4ra7 to break i t . lie aantloned 
po.rtlculo.rl;r tlu\t the Oermo.n HiD~ CoCII:IIUld wo.o 1taelt ourpriaed 
at the el\80 wi\11 ..tllcb carto.ln aechanhecl. 111>ita necot1ate4 the 
4rcl.enneo roreot , descri bed b7 our inatructiono in tho tlnit ed 
Sto.tea ae an impenetrable maaa of vegotatlon crooaed b7 onl7 a 
!IV trails capable of oaa:r d.etenae . 

b over-eati=tl~~t \be otre~~tth ot \be llagiDOt LiDI 

• 
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lll aalclDc prepuatlou for pooolble c-1""-t ap.lut 
a aodem aa;r on a ,.Odern battlefield. w IIWit 110\ be 11laclcle4 'b;r 
prece4e~>t or tre41t1o1>, !he le .. ou belllc pron" tod.q IIWit be 
accepted. fearle11l;r 11114 &J>PUe4 ill epite of 41tf1cvJ.Ueo 10hidl will 
be poillt.a out b;r - lao4aro, J or ex.plo, - of our off1041n 
baTe be011 heard tc otato thAt the uoe of parachute troopo vu .,_ 
tical, 

Ge- otarte4 to build. her preoct mut..,. IUCh­
ille ill 1934, ~e Gerac lli4#> c-4 4eci4e4 011 the obJectifto, 
preoor1be4 tbe 41recUTeo, a>d fuiMliohecl ~ .. .,., Jw l4eao 
were ac41pted. glad.l;r 11114 tried., Il>ltiaUTe hao *" ....,., .... epa 
all4 UD7 of the ;ro=c officoro >lho ban ._,teA proC"oain aUi­
tar;r 14eao are to4.q -bero of that croap: ' !he filloot lot of 
7011.11& cenaralo ill tho world.' (TOn :BriOIChitoch). .U .a &%8ple of 
~ OeJ'IMJ>. .t.m:r' a willl.ngl>eaa to ~ria011t , 110te tbe - 41tf .... 
OIIt lc1114o of the ·- torpe of orgunioatiol> thnt baTo e:liote4 ill 
the Geraa1> .t.m;r. !hiw 1o parUoularl;r true of oipal bau ... 
11ou, IIM;r cUrtoiono had cUtferot tn>e• of oipal b&ttaliou, 
that 1o cUffarot a~ oD4 viU. cUtferot equ.lpael>t. llaT 
14aao vnre giTell oarrtce teote untU a otalldar4 'CIIIit vu 4enlope4 
to ••et au t;rpeo of COOt'bllt concli Uono. 

' · Oooperntion. 

Oenlall ~· tMqu&tl;r -uon Ulllt ..... cUtf1-
cvJ. t taolc hao 'bMII DChiaftll. U>ro....,. tha clooe cooperation of cUtfer­
OIIt aru, })IIZ'tioularl;r be- ol-to of U.. Air ~~~~ 0114 crollllll 
11111 to , !bat 1o tl"lle, !be cUtfar011t bnllcbeo of tha a-.. kaT wort!: 
toceU..r ill clo11 ~>arao,O.. 'fbere 1a 110 r1Talr;r be- brancheo, 
it oillq>l;r 4oeo 110t e:liot . b e:lietOIICe of a f ouz-.ara e4TIIIICI tala 
cono1oUJ>4 of UIIIOre4 ul>lto, .. tarbell. illflllltr;r, .. torhe4 •DC1zlearo• 
&114 1>1r force, vaa •011Uoned. ill the Anal report on the Pol1& c.­
~ (oee lleport Jo, 17,0U, JoT•ber 29, 193!1). !bera hao DeTer 
been aJl7 queaUOil aillce that tiae ao to 1lh1ch a1-t oontr1bolte4 
the ... t to aoccc.pliob u.. rawlt . 

lJl Oeraa117 the .Ur Jorce 1o a oeparata 4olpar\a011t, 
but it 1o Tel7 cloool;r coor41nate4 w1 U. tbe naYI\1 11114 •111 \nr:r f or­
ceo , Air Ullito attlldle4 to cartaill croUIIIIL Ullite, cUrtalo11 obell"T,... 

OCUIDiliiUL 

-ll -
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tion equodrona tor exowple, war U.. •~ llllitora and inlipia 
AI \he unit to vbich the7 are attCiched, !bez ore ..., illteQial pari 
ot \he coabc.t te ... to IObich tbez are Ml1&!!!4, 

355 

In \hose dqe of h1&hl:T techllioe>l W81'fero when tille 
ie a moro important el•ont thCIIl onr, wben eo •CIIl7 complicated 
implCDento of "ar liiWit tullot1on in emooth oohedon to produce a 
powerM otr11d.ng unit, br011ch riTalriee auet be tor&"Ott en. It 
the Ooraane feel. thAt a certaill weapon ~ be haDdled more otteo­
t1vel7 by ono llZ'II th611 another, the7 experiaent ond it \he raoul te 
ore o&tiltactoey, the;r arb1trar117 IIOlte the ch6llp, !rhla 1o one 
reuon vhT the coast def8111e torceo are a pArt ot the •a.,- end the 
ant\airoratt unite are n pArt ot the Jlr :rorce, 'l'rnl.nizlc 1o t.bere­
b;y 812ohenced and \hose brallohea COIIJ>l•ut e<:ch other, 

In paeoiJI&, and on the eul>Ject of certain ama or 
veapone CCIIIIpl<DentiJI& each other, it lhould be pointed out thet 
tliiJ a.jJI qU6llt1t1ee of an~1....,ech6llhed araMOilt ill the hando ot 
al4 ..aelone ill the Ge""'nn J.nt;r sin the mech6111zed unito a tr­
b ot emplo7"'ont and action to ouch an extent thet the;y can elaoot 
1snoro an-:r meoh6111zed units, 

5. under-estimation, 

Durl.ng the lll8t llorld Wor the l.mpreaaion V8B pined, 
part1oulorl7 in Al>erlca, thet the Gemen ooldier waa olov aentall7 
and vu inclined to think 8lo~~& rigldl7 a:rooved nerrov linea, 
lothill& could bo farther troa the truth, Init18tin to the hiP, 
eat desree 1a encouraged and rewarded, Man7 of our eoldiers and 
:rounc b.fticera were children vhen the erroneoue impreooion ot the 
Clerun ooldier wna mzule ond the;r otlll hold tbio false beliat. .l 
ll'eat dae>l of hArm can be clone b7 expectiQ& that a Oeman unit or 
indh'idual v'1ll do 8 ce:-tain th1q & certaill V87 UDder certain COD­

ditiono , 'J>e Clemen soldiers strin to do the ·-xpected to eo;>1tal-
1se to the utlloat on the el•ont ot ourprile. 

6, Morale. 

!he aorale ill \he Oermllll .lrm7 1o hi&!>. !he troopo 
are well led, well trclned fisl>ti~~& men capable of great perto""'Bll­
eoo, The;r are aupr•el7 confident ill their own o.l>ilit;r to aeco,... 
plilh anT aioaion assigned t.bea . 

!he morale ot tho people, part1cu1erl7 &DOD& t.be 
upper cl8neo, ia not ,... hit!~> ~·• ill the armed tore••, bu.t H io 
t;eod nevertbeleoe , 'l'hia 1o 8 mllitor;r nation troa eYer:r child on 
up to tho older people, 'l'he7 hen reeponded greatl7 as a roeul t 
ot the allitar;r euccosseo thie apr1J14l, 'l'bere are d111atiefied 
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7. Lead.erahlp. 

4a a reeult of t~ riiP14ity with vh1ch ottenoho 
power can be lenncbed 1n a dechin direction, oODe attaot1on 
ehoul4 be de'OOted to reduc1Jic the Umo and proce4Jire neceooar:r to 
aclce an oaUmate and azmounce the deohion, ~n farther , the 
t 1ae required t o fonoulata DD4 tre11110it tho order• aDd to oet the 
.....,and 1n IIOY....,nt IIN&t be reduced to tho alloolute llinl.lla, 8t.­
pl1c1\;r wot be lr:e7note. Prior l.n4octr1naUon 1n tbe tom ot 1z>. 
otl'WlUan ohould be precUced eo that 1n aet1on, o~ e11ent1al 1z>. 
fal'SIIt1an llll4 the abdon need be hlllled, .l cP04 analog 1a the 
cUtterence between the eo- procedure 1n oeaeoao t art1lleq 8114 
1111t 1airernh artUleq. 

~ •••ene• ot oa .. an lea4eroh1p 1a that laedere -t 
alwqo be well forward eo tbq cen •t .. l• the o1tu&Uon, uke their 
oot1..,te, announce thair deehion, end h oue their ordero paroonallT 
to tha ouborcUne.te c,_..,.,ero, In battle , there are no written 
order• 1n uni to belov the di v1o1on and more often then not oral 
ordaro are iooued b7 dirta1on and corpo ocanandero. lo att0111pt io 
aade to tn•ito ordera t o ti:.l: roopone1b1lity 1n caoe of tal lure or 
tor h1otorieal reference. In t~ interoot of the time el•ont, 
ordero are 1ooued oimp:Q-, clearly, and orallT aD4 t~ ,fallior c.,._ 
mandero repeat them 'back uo1nc tha t1rot poroonl 1 I will do 10 

and oo; tha unit on 117 rl4bt will do 10 end oo; the IIZ't111U7 w1ll 
do oo end eo, etc.• In tha rostaent 1n bo.ttlo exarclo .. with prao­
t1ea -'D>1 tion, a dee1oion 1o anno'CIDCed, order• 1oo11ed and repeated 
and ,taD1or c ... .,., clepert 1n a tev ailmteo tl.ae, 

s- reeona14arat1on al4bt vall be chen to tha uee 
ot ottleere wbo ..,.. not pqolcallT allle to otalld tbe praacre ot 
field concU ttono, .&.a ...,uoned i n the aobllhaUon otad;r 1n -.porl 
lo, 17,263, 11q 10, l9Cl, the Oeraen ~ Ulel thlo claoo of ott1-
caro 1n ~V pool tiona 1n the edain1otr&t1Ye aD4 aob1lbat1on 
aaehlne, It would do no hera at all to h&Ye deputT :: ·Mara tor 
each of our Cort>o .lreae , the deputT to run t~ Corpo heCquartero 
orCX'.nhatloo. and to opeeialbe 1n 1 to ettioieDCT lObUe tho recuiv 
Cerpo CoaDandar ouporrtoeo the taet1eal tra1n1nc of the oomon• 
ond ocllducto field uereioeo whiob ehould be 1n prop-••• 1neeooantlT 
under preoent coo.cUt1ona, !~!>en 1n oaoe ot .. &retD07o tha repl.ar 
ottloero could aoYO out with the coab&t unito, tha do!>utT orpnl­
tlon to oontilme the att1c1ent operation of tha Corpo .lr&& Htall­
llohact vtthout tm'T not1oaallle ch&llp of oper ation, 

!ha uoe of lW ted partol'SIIIIoe ott1cere ..,., a'fall-

qwtttF±W.I. 
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ell1e Juat tllat - aore J)blaic~ ell1e 11M otticen tor e .. bat 
unite, 

e. llel'IWl !actioel Dootrilll, 

!be orubJect of lleraon tactical clootr1• baa be., 
ably ooYored b)' tomer eWdellto of tbe 0.1'11111 lriepeked•1•. 
8ee \he follov1nc report11 

114Jor B,:l, Bartnou, :lo , 15,260, JprU 26, 193'7. 
Captein .l.C, Wed-or, lo. 15,999, JulJ' 11, 1938. 
Lt . Cc1. B,l', lr-r, :lo, 16, 833, ~t 16, 19311, 
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•••nti~, tile lie...,. tactioal doctrilll 1o to attack, 
!be Oel'IOIIIl ~cwoender ~ aakeo hie .. tiaate to cl.et ... illl boY ba 
can attack, b oueo bi.o orcl.ere and '""Mb .. tba aooault ottea before 
t ba oi tuntion 1o ~ cleritied, !1111 procedure baa been r epeatedl¥ 
followed liMO thie war c:o-ced, ,...., ill t ba t- of o~ 
oM e. 

Oeriii&D tacticel dootrilllo ao t...,.t et tile lriepak­
l~Aeatie ba.,. been ~eed tbroll#lout tile entire lie...., U1q. 1YeJ7 
sr&liluate b an illltructor. .Abeolute e1epl1oU y of p181l comb illed 
w1 til opeed of ezecution v1 til e•er:r po .. i ble .,.,...., 1o the ke71lote ot 
tba Oel'IINl tactical o;yot.... 'l'he reoulto obtained with tile aaterl.ol 
aYa1lab1e ~ tor t~oe1Yeo, 

9 . Principle ot .&nn1h11at1on, 

Ton lldllieUen'o prille1p1e of c ....... 1o ~till oar 
~ u well ao 1A t.be Oena&ll Uw:f, !he tMCbinc- 1n oar ochooll 
eephaebe bow \he e11eQ7 1o tri!PPed, but there b 110 inetraction£,_ 
ao to boY be 1o to be c!.eotrQT!d. IA tbe oeruA MfiT, tri!PPlllc 
e11e111r 1o .. ...q tile tirat pbaoe . JolloviiiC C~h' pr1ne1p1e ot 
&llll1lrllet1on, lie~ oUieerl dnote eouiderelll e tiM to cl.eeide \he 
DOo t eUecU.,. • ..,. ot cl.eltroJ'iiiC tile en_, aUita'T terce. '!'be 
Battle ot \he :&aura 1a PoleDd ill Stpt.ber, 1939, ...,. tbe battle -
ractac ill DOrtb...,. hazlce ...,. weet...,. :a.1.p1a ere ex.opleo. '!'be / 
IIUbJeot 1o a111tioned b- to point out euap1eo ot tile application 
ot tile ~an prilleip1e of ....uhilation, 

WUlliDfW 
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~ ....... '117 tlu1blo orcuhaUo11 aD4 4Upoe1Uoa a4 
lillaJ.~, '117 ~~pe..t a4 power 111 •-Uo11, !be oV.Wcic pia, ... 
Uo toeoolll)lhbaeat tor tho -1rol...n 8114 4•u,acUoll ot tlie 
All1e4 ar'llioo 111 aor\herll hiUICo 111 ICq, 1840, 1e a11 •-ple, 

U , llob1lbat1o11, 

It 1a 41ttl.Cill t to 4oocr1be ooiiPl•~ 111 coaT111o111c 
l~ U.. exto11t to wblch o.zioUQ" bu aob1lhe4 tor Ulia creat 
ottort. !be perooll&l , political, eooacal.o 8114 a1Ut.&r7 ......urcee 
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ot Ullo a~~Ure aation ~~a ... bee11 ooor41aat..t 8114 aol4e4 111to a clcaD­
U o .,.... a.chh• oo••Ute4 to tho aoo-.pllmaeat ot a 4ef1111te aleel.oa 
8114 4e41oate4 to a 00...011 ce.uao 11D4er a o111Clo le..ter ....., "".....,. 
U.. ut.oot l07&1V aD4 reepKt, 

!be a1Ut&z7 pllae" ot Ulo aob1Uut1oa baTe been 
otu41e4 8114 report• oulait\e4 thereo11 c ... report. Joe. 17,07• 1114 
17,263) , All aftllablo aeapo,.... bu be• oelle4 to tho colon, blat 
the eoo...-lo tlmctione oooenUal to U.. proooOilUoll ot tho war baTe 
not be• cr1pple4. I.e.bor baa be• arb1trar1~ 4rette4 &114 tr- . 
torre4 llhero llee<l.e4, ..,_ &114 ch114rea, all ooab1DII4 111to oreui~ 
oatlone tor control &114 oquolilatio11 all4 w>1t7 ot ot:lbrt, are nee4. 
Z.... prootltuteo have be811 roua4o4 up &114 put to work 111 aw>1t10111 
taotorloo. !lho pollee have a11 accurate choclt 011 on17 peno11 ~ 
1141111 111 ()em~, 'becawle all perooao oro re«totore4 at tho uar­
oot r,uco h...tquartan &114 IIUit oar17 en .AWI,..lo (14allt1t1cat1011l 
card • 

!be pll8ral 111preu1on 111 llerl111 11 that OoraaaJ bu 
aob1lhe4 tor tho aax:Uiwo ottort t111o 70or. !be people are ooat~ 
4aat U.., ohal1 will tho war '117 Chrlalllaa &114 all are p_.t to 
aolto tho aacr1t1co 111 bloo4, --, 111co11v•iODCo 11114 attort, 

12. !!'PM '• 
!!.- propoca4a .,..._ 1a a part of tho political o~ 

cuiution. !be pr~""· oeapo'P 1a aa caretullT plalllle4 1114 1a 
ooor41aat..t wiUl tho a1Ut&l7 ottort . It 11 uoo4 to proaone -~. 
c:r, create 4eoept1on abro.A. 1114 to boloter the -ral•, coat14ollco, 
aa4 107&1V ot U.o pooplo, Ill the11 ~of ucoUo11t ~Uoa, 
1t 1o., ottoot1ve weapoll ~t 11lo- 8114 a aatorial a14 to the 
trl-'17 toroo, 

o.- a111tar7 report. (VebrllaohWiorichte) ba ... 11oea 
reliol>lo 111 ro....-4 .., pooitiolll &114 oporat1o11a . !b1a 1• portl.Cillarl7 
tra. with repr4 to tho pooaa4 azq (._.). !be reftlte clalao4 '117 
tho a1r 1114 aaval toreee are bel10To4 to be ourrrate4. 
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1'crhaipe the f olloltiac 1o .a 1Dcorreat •• of pnopp 
pll4a. Br1Uth ...,. 111 0...... \J'IIIIaltte4 towv« O...a~T coa\aiM 
ite.o llOt 111cl....t.d 111 tM Sacl1th 1.......,.. 'brolldeeoto, .a.. aa.p111 
Oil the o.....W.C of llq 27th, the Jacliob obort van ....Uo ellll01IDOI4 
~\ 400 .ADo\rlllll ool41oro 111 \be 0...... Am7 111 Otllo co..ttte4 
\roaaoa 11114 .,...e obo\, !hio vao not .... u olle4 i a tJ. a.,liob laDc­
"<>.P 'broad.caoi >lhich followed a few -aato latar, AI. eo , tharo 
were maorou.e reporto laai fell that !r1i11h plaaeo be4 flowa oTOr 
!erl11l and had dropped flaroo all4 plllq)l:lloto , So o~~a here baa lftZ' 
boon able to ou'bwtant1eto tJ.ae ola1ao, 

13, J'1fth Col-. 

!!'hle 1e a ..., mothocl of war uaod 'b7 0• ev to rectace 
reo1otlliiCo 'b7 ~an ·~' • wlll to roo1ot, It io oa o,.. 
p.nlaed effo~ throll41b 11ltell1&eDCI a&enia to opreed 41oaaUofocUOil 
m>4 41ocontealalllt thro"4!b orpniao4 a1110rUioo 8114 propepnv1 o0 to 
lowar morele, to e<ed\ oabota&e , 11114 11'&11 to acUTeq aaoiot tha 
m1litar,r forceo at tho critical tto., 

!he l%p4Jri81lco 1ll lo~"WT 1o too well lmo"" to baar 
repot1 Uon, 

In .ADot..ro..o 118 troopo were tho firot to eater tho 
ci V and tbq were gu.1ded 'b7 o1p or doo1cno 1n wlndcwo llade of 
ndbeein toq>o placed there 'b7 fifth colllllll asento ooteaoib}T tc 
proTent glaao obottaro but reel}T to siTe directiou and gu.1do 
unite . 

14. ""clneera. 

!he rooulto of the two recant aa,Jor CO"'PO'P-o Pollllld 
11114 the Voot J'roat, are eloquent teot1110J11elo to tho t.por\ance o.f 
coabat tiiiCinooro , J'orurl7 it wao tho 11ltantr7 8Dd tho artill&rT 
t..,.. that wao all blporlan\ 0 but 1ll tho Ucl>t of receDt oper aUoDO 
the COOl bot ont;iDeero take their pl.co beoido the artill&rT o eo 
oooentiel are their f'lmc~ioDO to \be INCcooo of the p-omvi forcoo. 

In &"""'rel, \be Oeraan .t.nq baa roclw::ed the ocope of 
actin Uee of the caabat ellslneer eo tho\ ba could be DOre eff1o101lt 
1ll \be T1 tel 1'\mctioao, !he Oeraan Am7 -.pbaoiaeo bio illpor~• 
1n combat oo II1ICb oo tha t it aTOido tho tel'll 0 ollslneer• 8Dd uaoo the 
more e~rooeiTo combat term Opio~~aor•. 

I n brief o 0el'JDilJ1 pioaeero are elW071 well f orwerd to 
proTide for the unreterded e.c1TJ111Ce of the vbeolo4 8Dd foot el•a to, 
to 41orupt and olow dOWil tho IDOY•ez>t of the lllOIITo 11114 to proTide 
protection of flankw, rearo 8Dd ppo 'b7 tho otficiont uae of .S.Olt.-
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Uona ADA o'botac1eo. 111 thla leUer fwlo\lo11 IJl u.. aUaol< 1lltr 
pn>Yid.e pn>tectloll to I1ICb liD en.' tha' a weller ......,..• \liD 

100~ 11 requirecl, t1ma perai\\1111 \be IIIP11caUoll of -­
"'romcth IJl the aa1ll effort. 
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!be wortc of t.be 0...... ptOMaro apiut -...,. liiDil ' 

fortlftcaUona bu 'beell oo•ez e4 IJl r..,...t reporto Oil U. ,..,..,., 

See reporto llo. 17,262, llq 13, 1~, all4 llo. 17 ,2!10, 11q lM, lNO, 

Oil thol 1()aptur. of J'ort a--.... 1•; riPJ)ort J'o. 17, 384, 11q 24, 

1940, •Attack ~' J'orttfte4 Zou•, 1114 report J'o. 17, 3111, 

llq 24, 1940, 1CeipWl'e of Alloore4 J'orttftca\1011 Sl&'. 

fo tU:>e o•v the dutteo thet ,.re foNor:~T perfo.-4 

'b7 enc:Sn•ra ouch aa lle!?PI.Ac. - reprocliOCtion. rear ..-icat!.ou, 

ate., wpeotal labor ADA teclmlcal 1Uiih ba.-._ 'been orplliwe4. 

lleport llo . 1&,053, llept•ber 1, 1938, 'b a. .... 
Jlaci.Aaen•, la liD eJrCellct troati~e on thio nl>Jeot. !be ..-.1-

U on of 0...... .,cheer lle4arohip, alth<>lllb pn>~~ oorreot at 

tba Uae the report vaa wrtttaa all4 lllllv th<>M oo..Uttona of ol>­

oenatton, 11 oboo1ete 111 .-lav of the r .. ulto aclli..-.4. 

In reprd to -~~~ • .n- thrown baft 'beell ue4 

effecU ••IT DP1ut fort1f1cat1ou . Lell4 atuo, 111c 'tv re\reatiJlc 

.lll1e4 foroeo, ba.-. eanae4 e4Tanc1~~& a. ..... 1Uiih to proceed vtth 

creat caution, t.huo olovillc dow the a4T&IIOI. 

u. .ur Jo:rce. 

l'l•cto of the 0...111 Air Jorce baft bMo ue4 quito 

utenat~ for direct ooopereUoa on the battlof1al4. Darinc U. 

llpallioh v ... U wu feU tba\ U vaa a vute of air power to - 1\ 

011 the batt1of1ol4 all4 \1114er t.hooo ooll41 Uo111 , U vu bell..-.4 the\ 

1to .-p1_, .... foroe4 'b7 a ohortap of aruu..,.. 

11o u,Jor aUt teJ7 ope:rat1011 11 DOV poootblo vt.,O'd 

at 1eaat local wpertortv IJl the atr. 

!be .l1r J'oroo IJl tho V81tarll Offena1.-. bu !>.4 \be 

pneral atoololl 1 

1, Daotruotton of ..._ air foroo all4 eote'bl1...,, 

of control of "'" air • 

.2, Jlirlc\ oooperat1011 vtth lAD4 1114 -al foroee. 

lJD4er the direct oooperatton v1 til 11114 foroM, the 

follo..U.C .-1111oDI llltf ba ouUIJleds 
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a . :D1at.at ob .. naUoll aD4 HcouaiahllCO for 
cro111l4 'IIIli h. 

b, Dir.ct ~rt, ~t 1e 41rect att.eck Oil 'bUIIIo­
en, forUfioatlolla, atronc poillh 11114 ·~ 
artlllel7 ill SODI of aotloll of cro11114 fore••· 

c . lleutraliaatioll of co\lllt;rattaob eapeclall)' lJT 
aeeb•"'•od unit•. 

d . CcTer ud protect apeclal opernUou II'CICb as 
bridge crc111ac-. (~er the ICeuae at l!luDt 
8lld Oi'ret.) 
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• · Direc~ RppOrt of edYilDClnc .. cbaD11ed D4 
110torhed el•llltl liT obaanation 8lld aelllllt. 

f, SUppl)' of CX"0111l4 el•lllh llbell no laD4 -u... 
Uolll ....., aYallable. lapecial)J' •ech011hed lllld 
110torhed el_...h J>HCedillc the adY&IlCe of i.D­
feDtl7, 

g. !ro laD4 })4ll'e.chute troopa eDd air illf&Dtl7 at 
atrategic pointe behind enaT lilleo, to pro­
tect these while thq are bei"C landed, to 
support thea ill pini114 control of aDd hcldillg 
the poeitioa, eDd to npp)J' t"- Wltll the 811.­
YIIlci"C CX"OUDd el•lllh aake contact with the 
air illfiiDti'J'. 

h. fo held an ene.;r force ill a tr"'P UDtU CX"011D11 
el•lllh can c.-plate the eneircl-t and • 
g1A the aDAihilatloa. 

1, fo attack all raar co.....UcaUoaa and 41arapt 
-·• roar areas and npp~ IJ"'t•. 

It 1e a1p1f1cant that the bulle of the Oerull Air 
Jorce uaed ill the Veot hae belll -:;>l o;red ill direct cocparaUoll, 

It 11 not a nate of air power to uoe artetlon oa 
the battlefield aa the reaul ta to be pined are worth the loao of 
aaterial GDd the rlak illTOlYed, 

• 

16, ~lOj!!!llt of Mech.IID1sed and fatl JlechOI!ised lilita, 

!!be 110rale and eaprit of the ~raoiiJlel ill •echaD1A4 

CXIIIIDDfW 

-10-

Regraded Unclassified



WI! IW 

11111\1 U'l pertlapo the hlebeJ\ Of ..:, 1zl till hmlll Mlq • lldl 
UZLUI are e.plo7104 1D MOOrWOI Vl.\h till tlul4-.lll~ pr11101plll 
of Mil , wrprho aDd -... t111r 110\loD 11 ohU'Mtlrloecl. 117 
a bol~ .. aD4 4ar1Dc tht\t boN.oro OD r ookleoeuoo. !bore are 
1D41oat1ou thet \he thock acUoD, OI'QihlDc power aD4 tlro power 
of the taDka are IJPloUecl. to the ~. It 11 'boll- tho\ 
the 4etODOe oepab1l1t1eo of tho hooUle MU-tODI< VMilOD to 'be 
tDCounterecl. ere cuetull.7 caloulatecl. eD4 tha a outt1c1ent ma'ber 
ot taDka aro la1mChecl. acalDot the oeleotecl. o'bJeoUn oo t ho\ a 
outt1o1 ... t ma'ber of tODI<o v1ll arr1'" 121oreoD to ...oc.pl1oh the 
.Uoo1oD, 'l'ODI<o are .:plOJ'ecl. ol.,.orl.T aD4 1D ma'beoro 'beiJolld. till 
clAe\nlcU oD eapoc1tT of the hoot1lo ODU- tODI< IPJll8 ...,.,...ter ecl. • 

.&a 1a vell !mow, o. ...... 41rto1ou are U'borallT 
1111ppl1ecl. v1121 orp<Uc e.DU-t..Dk 1ID1 to, 

!he 41rtoion hoo &D aDU-tODI< ho\tal1oD oD4 -
roci-MDt 1111 c\1-talllt COliiJ>&IIr OOJOPrlelD& a total ot oennq-\w 
'S1 • aDti-tODI< g!IDO , lD a4d1UoD, thr oo hl.41>.-povore4 oho1IJ.4er 
&DU-tODI< r1fieo (PGDoer Buchoo) are fod 1D each 1DtODU,. -
PIJl7. .t.ccoMiD& to DIIWirlll •ot1oD p1otureo ot action 1D llollelll 
oD4 Belgia theee aDU..eeohollhecl. unite are placecl. voll forv&M, 
ao• e are ··..,tuallT v1th the l...Uac el•tDh. Vbero the terralD 
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h rv.oh \hot 12lllf' CIIDDOt 'be t ovecl. 'bJ their tr1M:IU0 thq are pulled 
'bT their crevo, aD4 aro alvqe rM4T to participate 1D action apiDot 
hoot1le tODI<o, !he amor p1ero1ac aD4 hlcb nlociv choractar1o­
t1oe of their proJeot 1loo are aloo uoecl. acaJ.not the Tal.urable 
parte ot ......, 'bwlkero vbeD the oooaolo"' daaD41 . 

!he f ailure, or the •MCU' I'QCCII0 0 of till .A.ll1ecl. 
tODI< attadal 8I1T 'be attr1'boatad to tho ll'boral e'Cip!>l.T ot an\1-talll< 
voa,pou 1D the 0...... Mlq orpnhat1oD. lro ettort or expoeee 
thould 'be epere4 tD prortclA ncb protaoUoa. 

17. !!otorbod IJAD\!7. 

llotorlood lDtaD\!7 11 tho 'backbo,. of the_...._ 
bo4 attack. lllt&Dtl')" 1D perooDDil curloro, npportod 'bT art11-
lV7 aD4 80torhe4 lllciDift'o, are ...... u al to hold the p1De 8o4l 
117 4Hp thruoto 1Dto ......, tarritol')" ODd .,.entuallT to pro\lct 1211 
-rod a1•cto c1ch ha'ro to v1t.hdr.., por1o41oellT to retllal ODd 
reorcani• to contilro.e the attack. ParooDDOl oarr1_.. v1 til a h14l 
decrll ot orooo-oo'lmtl')" mo'b1l1'7 oD4 eo• -creel. protection are 

aeo•••AI'7· 
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report vaa r eceived on the pertoraonce of .atorcycleo in Pol&Dd, 
~t the Oel'lllano otill oontimle to uae thooe IUlito. 

A Ool'lllan officer deecribed the advance into hence 
from Sodan by etating that wat•e nttor vavo of tanke covered by 
Air J'orce olemento cane f i r at, then ceme the motorc,-cl e Wlita 
then the motor hod lntatey, follolled b;y taat element. ClaldJ>c ' 
forced mnrcbee. Motorized engineer• vere v1 th all ecbelona troe 
the torvnrd vall of tanka to tbe t aat el•ento. 

18. ~ Mecbanhod Corpo. 

!be Oercan aecbanh od oorpo 11 a t actical or&ODisa­
tlon eompoaed o~ one or aore a.mored d1Y1alona, one or :aore motor­
bed d1Tio1ono t'J>d attached aT1at1on. Ito actwU coapoaition <1.­
pandl on tbe nature of the particular taak at ba.nd. 

367 

The mecban1ood corpo 1a the orsz>,D1ution fr8118WOI'I< 
tor the four-lll'lll tee:n tmicb operate• i n advance of IIOdern !aat 
nn:tioa. 'lb.a four arms involved are t4llk or Armoroc1 units, aotor-
1oed i ntantr,r, motorized en~eora (oreonic in oll eebelona of uaito 
of tvo proT1oU4t,. mentioned nroo) , and J.ir J'orce. 

19, Artillery nnd Infontry Cooper ation. 

!!'be eff1>ct1vo !IUlctionina of the 1ntantey-art11lor;y 
tean depende on the 11oiaon between thl>m. !!'be reaulto obtainad by 
Oen>an IU11 to in combat indica too the:r baTe developed a bij!!lzy 
oathtaetor;y oolution for thh !)roblem. !!'bio l1a1oon 1a ottoct,od 
in part by abl>rt wave radio eommmication between art11leey ob­
oer n r o aDd b&tteriea. !!'be methode uaed to oecuro 1ntantr;y-art11-
ler:r te-rk are outlined in report l1o . 17,099, J8!l'Jl~Jr7 27, 19«), 
•Wantr:r Battalion in Attack' , end r~rt llo , 17,1ll, J'obruar;y 16, 
1940, •!!bo Inta:~tey lleglDeat•. 

It 1.• a baalc Oez-.an doctrlne to asa1gn a cowmander 

a mhoion, gin hill the aoano to aceompl1ob it, d coordinate tho 
operation vith other lUll to . Corpo ortiller:r, t Nika, d probabzy 
oomo aviation are attached directly to d1T1dona . !!'bio procedure 
oiclplUiea tho Uoieon prob1ea materialzy. 

20. Ant1-J.1rcrnft Artillery. 

:Snood on the OIIJ>lo:ymont of tho Oenum Air J'orce 
1n tho Veot J'ront otfeno1Te , t hero 11114t be ant1a1rcrnft art11ler;y 
veapono aTa11al>le to all ecbolono. !hero ohl>uld be an orpnic anti­
aircraft artilleey IUlit in all tho biCJIIer or;;anh ationo including 
the d1Tio1on. 

-12-
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CO!IrtDIII'!U.U , 

Vhen oont:rol of the air baa been o'bta1Decl, or ratber 
when the 1111""7 air power baa 'beon sre11t17 daoreuad, ADti-&irC>raft 
weapono can be uaad etfectinl7 tor other purpooei, part1oularl7 
a&ninot hootile mechani zed foraationa 'by the .u'boti tQti on of ...or 
p iercing ,_unit1on of a1m1lar 'balUoUo chal'actariotica 111 th .,.._ 
lOf fuzee , !he German Air lorce hAa alrea4T pr oYen the effi CaQT 
of th1o procedure, See r eport l!o, 17,270, ICq 28 , 1940, •-.pl ol"' 
ment of !nt1....Urcraft Art1lloey•, 

!he fire control equipment of ADti- aircr aft art11ler7 
it odm1ra'b~ suited for the calculation of tiring data againet tut 
tiDYing lend t nrgeta , or nan ocainat t.portant point target. , 

21 , Colllllnmicationa, 

!he close cooperation that baa 'beon acca.pl1ehe4 
'betveen hil:IUT mobile el-nta, erpoc1al~ 'betvoon •chanh ad unite 
ond the Clir force , teatit:f to the vidaopread oucceaotul \l.le of radio 
coawnicationa in 'battle , 

lntantey- artilleey Uaiaon it maintC>inad 'b:r r adio, 
telephone , and runner in that priority, 

!here ia QlOd reaeon to 'believe that German uni h 
are uain.: a diroctional 'beom intr ..... rad radio telephone of two 
t;ypaa , ono w1 th " ronga of from 3 to 5 ldlometera and \he other 
with a range of from a to 10 kilomotere , 

Artilleey 'batterieo are uaing ohort veve radio, OIIBJ.l 
aeh with fiohing pole antenna, for communication botween the O.P, 
and tho bntt&rT. 

22 . ~· 

Recent naita to &Hill 'boh1Dd the waat front die­
cloud th:>.t the Gemana are U8i"4 huce al.x-ton I>1eoel-po.,are4 
trucb pullinG one end soaet1meo two t our-ton trailaro , !beoe 
hnge nhiclaa operate nt nisllt onr the hichva:ro in oect1oiUO of 
throe t o aoYen in each group, 'l'rattio hAa 'beon o'boarYad to 'be .. ,.... 
ing in t wo and even three lenea in the oaae direction at tho •­
timo, 

Oe= unita moYing throUGh :Bel gillll, Bol land and 
nort hern i'rance aro 'being au:.>Pliad entirely 'by aotor. Rail"'f 
linea ware thor oU&hlY deatroyod o.t mOliT key poi nte b:r the German 
Air J'orce on tho first Nld aucceecl1ng da;ra of the otfonain. 'l'hrH 
col\llllo of theae bo.e"7 Yehiclea ho.ve 'betll mo•inl; over the roada in 

CO!li'IDIII'IUL 

-13-

Regraded Unclassified



c CODIDDtUL 

1>1 the area """'Uoned b7 d.q aD4 DJ.c11t, .Allied a1r forcea hen 
failed to atop theoe IIIOYementa or tYen to delq their progeoa, 

23, C.,.,oufl!!£!, 

369 

Oerean motor vehioloa and nl.rpla~~ea are not CMIOQ­

flaced. !1'he vehicles are painted a del'k f:flY¥ color and airpla~~oo 
are colored with n dnrk ollvo drab, Vohiolea C8l'l7 a brij!j1t colored 
o""v"* identificntion cover over t he ongl.ne hood, !lbeoo colora are 
chnnged at intel'Vale, Airp~o bnve t be fa~~iliar black aD4 white 
iron 01'011 painted on the tuaol84e and vinp w1 th atraij!j1t vertical 
Md horhontal linea , 

Oer.:liL!l unite nre trained oxcluaiTo~ for open var-' 
fue. Dlll'ing t ho trip to the Veot hont to ~t the Voot Vall, 
April ? - 9, 1940, unite engo.pd in tra1n1ng oureiaeo boh1.a4 U.. 
fortif1cnt1oil8 ve.re folloving the prinoiploo of open warfare, 

25, Reco ... endationa, 

!he following recoamendationa are .uboitted for the 
eontidoration of tho War Departeont1 

l, :87 meano of filmo and locturea, eTeey regular aD4 
Mtional £ll8l'd officer and ae 1111111)' reaerTe officer• aa pooaible 
ahould be llCquainted vi th tho eondi tiona and voe.pono of tho prooont 
var. ~l ohould be lepreaaed vi th tho incronoing leportance of tho 
opeed of execution, Officere ehould bo encoura(;Od to derteo •eane 
w eave t1111e aD4 to facilitate ecticn. 

2 , Practice -=1 Uon ohould be eclopted at once, 
It f11X1 be n little dan€oroua but itt uae will reoult 1n eaTing llnt 
on tho bnttletiald, 

3, ~. role and function of c..,bat engineer• ahould 
1nclw1a eloao aocperation vi th ntteck troope in their aaoanl t atotion, 

4, Governmental agenciet ahould be orpniaed to tab 
proopt action agninet •fifth coluan1 aetivitiea, 

5, The .Ur ll'oree ahould be trainecl to cooperate •ore 
cloae11 ,11th ground elecente . lfol'l:>lll nttacblaento ahould be made 
pemonent to facilitate c011b1nod training, 

6, The air illfantey ohould be developed at once, 

COll7IDE!I'rUL 
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7. .t.~ leut o,. aeclwi1H4 oorpo lh0tll4 'be or....­
hM eD4 a .... teo of fiel4 o:nro1111 oboul4 bo coa41>Cto4 ~ per­
fect ito orpnbation eD4 e.ploJIIont. It lhoul4 be tralno4 ~ 
operate 1n conJunction vi\b lntantq. 

8 . An U'1110rl4 or pari1all7 -red peroouel Cll'l'ior 
vith croat crcoe-count:ey cbaraoteriltlco oboul4 'be cl1Telope4. 

9. Anti-alreratt artUl11:7 orplliaatlono lhoul4 'be 
:prorlo!M for all units 4cnm ~ an4 lncllllliac \be 41Yio1on. lltt­
u .... anii-alrcratt veepona lhoul4 'be pro'fi414 f or all echelona. 

10. !he caliber .50 aecbiM cw> ahoul4 'be 4hcar414 
u a poaoible Mti-ta>J< veepon. Ve lhoul4 'be prepare4 ~ pnt ln~ 
auo pro4uct1on an anti-taz>k werpon lorpr than \be 37- lhoul4 
it pro•• Deelllt\1:7. 

11. !be n,.bor of anU-to;ak weapcn,. lhoul4 'be 1J>­

creaae4 1n all e~lona. 

12. Conai4erat1on aboul4 be st••n \he oubJect of 
or&M1cal17 equipplnc \bo 1ntant1:7 vi\b &rtlllery wapona for 
oloae aupport. 

- 111 -
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••m••••~tAUY, 
WAIMI.GTo•, D.C • 

.T1117 5th, 1940. 

personal aDd 8eoret, 

'rha Bc:mourable 

Dear Mr. 8eore tar7, 

I llftclOH beNift tor )'Our 

peraonal and aeoret int'orsaat10ft a cop7 

ot' tha lateat report recehe4 t'rCa 

Lon4on Oft the military aituation. 

Believe -. 

Deer Mr. 8ecreterT, 

Ver7 a1ncerel7 70ura, 

a.nr7 Koraenthau, Jr., 

Un1 ted 8tatee 'l'r•eul'7, 

Waall1n-'on, D. C • 
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