
OURI 

Book 286 

July 24 and 2S, 1940 

Regraded Unclassified



_,_ 
~NSpau .. 
, 0. (~MotU.. a4 •ob•np eo-1aa1Cil) 1 

.-.s to 1-. ..... 18tazat to -dolt- .... -- 7/2.4/J.D. .......... 286 119 

i:=::~==np'•'•"ll 8ecna:rit1ea ad 1 0 1 .. 1•'• ~ .... ••••••• •••• 254 
") Po.,.. _,r -•U•• a.. Boot m, pap J.D 

., rt•laSa, lo..,. P. (Prot .. aOI')I .laUd to auoolata 
.,.,., nU. f'on1p r.s. Ooatrol - 7/25/J.D. ••• .. • ... 280 

Ae!Mlo, ••• ~ 
a.. Wu 001141t1Cil8o Porelp bde CoDtrol 

- I -

lele1• a.. Wu ec.41t1Cileo ~P llot mte 
Boe!.Jic .t.1J'Oftt\ Ooapov 
r~ a-u ot Dl ... etlpUco report. . ... • • • • • . • • • • • • • 128 

1..-, J. Doq1u (Prot .. eor, Prl.Doetoa Univeroit:r) 
S.. a.- llerlelco 
~. :z-· c. (s-rltlae aA4 Jxch•n"' c.-leeloo) 

See Appoiaa.k ud Bnlpe\lcoe 

-C-

Cblolb•la1.D, Joeellb P . (Protoeeor) 
a.. Appol.D'-t• ad llealSJII'tlCill 

Chl.Da 
See ... Ooa41t1Cill 

- D -

- ll-

r.A AalaUo C s c 
S.. Wu ec.41UCil81 r-1p JlloDda Coatrol 

•• 1 

.. LeU. Alllr1oa 

-r-: 

Regraded Unclassified



• 

- 0 -

OaeoUAe (l.naU•) 
See War Coa4U1cmaa Blport CcDtrol (JaPNS) 

0..-q 
a.. .., Colld.l.t1•• 

Great Britaa 
See War COD41t1""a' tlnited IJ.II&da. 

-I-

Iglah&rt, D. Stewart (President, W.R. Grace and Coapan.y) 
See Lata Aaerioa 

- J-

JaPM 
See War COIId1t10Qa: Export Control 

-L-

Lata .laar1oa 
llonetaq .laeiatance: l'hita, with .lalarican delegati"" 

a !Ia....,., Cuba, aaka IIIIJr'a peraiaei"" tor Hull to 
aenti<:ll - 7/24/40 •.••••• ••..••.••......•••••••• •••. 

a) IIMJr'• anner ••••••••••••••••••••••••••• • ••••• 
Sucaaati""• put forth b7 I glehart (D. Stewert), 

Preeident, 1I,R. Grace aDd C011pan.y - 7/25/40 ...... .. 
Ecuador• Gersan activitieaa Federal Bureau of 

Inveat1aat1on report ••• •••••••••••••••••••••••••••• 
LerG)'...Beo.ulieu, Paul 

See War CoDditionaa France 

-·-
llarchant Sbip lloT-..ta 

Sea War CoDditiOQs: Export Control 
lle>r;lco 

Fedo.ral Bureau of 111-reatiptiCD report •••••••••••••••• 
Hocbachild trAD8111ta report - 7/24/40 ................ . 

-P-

Polo.nd 
See 11ar Condi tiOAa 

Boot Pap 

286 

128 
172 

Regraded Unclassified



•• ln'Uica 
~ .. Profita Tuu 

liNt\ ot biUt ... aplai.JMd to ,. - 7/2,/1,0.. •• • • 286 217 
B..- (J. Dou&J.a• - Protaa.or, PriDoat.oD lhli'flll'lit.J) 

-"!'I'•••O.:haba ca depreoJ.atica allo.aoe ... . . .. ·. . .. .. .•.• . 2.41 
a) lalr'a ao-1~ - 7/25/IIJ.. ................ 2)9 

-8-

Ship IIO'f-ta 
SOOTII!JIIf CROSS (Yaobt) t See Wellller-Grc, Axel 
See eleo War CODditicaa• hporl ~rol 

IMitllillii CPS, Yaobt 
See -.........or-, Axel 

stlll'llq 
See War CoaditiCDII Jlmhange il&rbt 

liar CcadiUcaa 
Airpl&aea• 

- 'f -

-U-

-·-
Boel:ll .l1ror&tt C..P"JJ1t F..s.r.l Bur.u ot Ia•eatipUcm 

report................................................ 121 
War u4 .. ., ~·· lft1ee4 proaru - 7/24/IIJ.. .. 69 . ., ... 

Biz UIIJIUI\1 plu\a, eeoll witll eepaoltJ ot 12,000 Ill-• 
a Jaar ot 1000 MUIF= or O'fW- lutJ.t tor "a&Jeed 
..S balt tor llalW 11\atll - p1 • b)' .,r - 7/24/JJJ.. 12.4...& 

a) Ccat-J ....-tu .,r, Bratt., ~-. ~. 
~. aa4 toaaa- 7/24/40 ••••••.••••••• ••••••••••• ~ 

l) Plrodao\1CD J.ac d.1Muaed tb C 11'17 
llalW .t.1Nraft OocporaUca, ha\~'-7 .t.1Nraft 

lll.'fiaS.caa .., J..tar llodala rallaeed tor IIIIFI"' 
_, ... a.~- ?/2414Q..................... ...... .. 10 

Regraded Unclassified



11ar OoDditiooa (Coot~) 
.lirplaaea ( Coou-ad) • 

- • - (C...tl.a_,) 

l!ocin .. , rs-ol.aC ot 'b7 &ao...UUCtloo ~ 
CorpoNtiODI 

look 

P~a Bo.ro• ..........,_ta tor Jol.at 
Britillb-Oioited Statae parab&ae11 Pllrrl~­
&lld ........,_~r OOI'ftopood_. protaatl.aC ob&Dp 

1.a .........-t• ~ o•pletecl witla 
llecc:eatraot.ioo 1l.aaDce Corporatloo - 7/24/40.. • • 21!6 

a) Pllrrle-IOI!IIjf ooo'fVaatioo •••••••• • •••••• , •• 

b) bw1-..alllr o"""raatloo - 7/25/40 ........ 
IIIUrCoroor...CoiMD-lolq -.udua to PlJI -

7/2.4/40 ... ...................................... . 
ChiDal 

Io\111& (.Arthur B. - FlDancial Adviser to Ohl.aeoe Coverm~BDt) 

urcea nn leeialation to iDoreaae bport-lJoport BaDit'a 

fiiDd b7 $5()0 llilllcm witla .... proriaiOG for cr...tl.a& 
added c....Ute - 7/24/40 .. . ......................... .. 

leeahin report- 7/2,/40 •.•••••••••.••••.••• • •••••••.•• 
Sb•ncb"l tlDancial reaua4- 7/25/40 .• •••••••••••••••• •• 

!xcb•nce urltat: SterlJ.nc trenaaotlona - 7/24/40 .......... 
lxport Ccmtroll 

Scrap !roD aD4 steel• ll..or&D4WD oo aupl)lT prept.re<S b7 

Adviaor,r Co .. iaaion to Council of latiOD&l Dttense -

7/2.4/40 ............................................. . 
Japoul: .biatlcm C.ooliDe• •CorDerl.a& ll&l'!cet' -

ao SaD IT&IICJ.aco A:w;y Corpa Area Co Mv 

telecrepbe Stiaaoa- 7/24/J.D., ••••••••••••••••••••••• 
a) Copy aent to Ickes ............................. . 

llerclwlt Ship IIOT-tll Rellllll• of cases - 7/24-25/40., 
roreip I'UDda Ooatrol.• 

r.aat Asiatic Coolpa!O'o lle.or&D41111 trt:. Brit.illb !lobuq 

explalDI.a& poeition as nco-Danish- 7/24/40·········· 
Secllriti .. troa iDncSad countries: Executive OrcSer aD4 

apaciaeD tors- 7/25/40 ••• ••••••••••••••••••••••••..• 
a) !ar]J' raporta PlJI'a aiCD&ture - 7/26/40: 

Sea Book ,m, pace 1 
ITance• 

LarOJ-Beanliea, Paulo LaaYiD& tor France1 sa.ro coodbre 
to BMJr- 7/24/40 •.••.••••••......••.••.•.••• •••.•.•• 

~· lan'IWig 'franaactiona• FecSeral Reserve Bank ot lew York 

report oa - 7/24/40 •....••.•••...•••..••••••••••••• 
Secret ..tl.aC ot Bitler o:DII stalin 1D Lwo1r, Pol&D4: 

Federal s-u ot IaTUtiptic:e report ............. .. 

h.:r-ta 'b7 order ot Bosch - Stattprt, C.rau.J• 
Fadaral Bureau ot !n1'eatipt1cm report •••••••••• •.••• 

Debt aitnation aa re~ in preee- 7/24/40 •••••••••• 
!az '*' ·e- 7/25/40 .••••.•...•••• •••• •• ••.••••...•.. 

Pol.uldo 
Sacret -iDe ot B1 tler aD4 StaliD l.a !Mow, Pal&D4 • 

PecSer&l IUI"Mu of lDYeatiptloa report .. .••••...••••. 

11 
174 
243 

29 

127 
184 
112 
170,181 

19,190 

25 

22) 

77 

65 

128 

128 
15) 
)10 

128 

Regraded Unclassified



- I PM•=· (I ,. I} 

k a···-·· 
-.- (o.u...e) 

........... - .... ll&r...., lelt, r.nu, 
h 11 low, .,_, I P , as.a, t..e, 
-~ ... I 'nU-~~ It lu>, ... 
~- 7~40···································· 216 aip •• • •• 

.... -' .. tnllllrt A-.1.'1111 ill Pan ......... ,_, 
1.-w 'b7 P~ au • ~ llnw\SpUa -
712'/~ ••••••••••••••.••••••••••••••.•••.•••••.••• 

llbO\eciO .. Hrial81 . 
11M lu> a.41UC88a ~ C..Vol 

u.s.s.a •• 
s.o ... t ..t!..a& or Bitler &DI! stoliD 1h Lwow, Pol&DI!a 

f..s.r.l Burw.u or Izmuatiptioo ... port •••••••••••• 

Oaitecl ~· tilituT 111\aot.loea ieport.e t.... z-.too UuaitW 
b7 Lo\b1aa- 7/24-2S/4Q ••••••••••••••••••••••••••• 

lea"''T -t. Oil lriU ... lMedpt ud tiJluoial 
~1-- 7/2S/41J ••••••••••.••.••••.•••.•••••.•••••• 

• ·r aa-, ADJ. 

-

rao~ot 800flliiii caoss. IIIli" t.DI! w.u... cleoid• DOt to pendt 
departure tor Alaata- 7/24/40.......................... 19 

•) stia- IIII.Tr corr .. s uS•eu 
11M Book ZJ1, pqee 21.4 &DI! 21 '7 

Regraded Unclassified



--=-· TREASURY I£PARTIOEJT 
Washington 

POR RELEASE, J!OR!flfiG BEWSPA?BRS 

Wednesday, Jul7 24, 1940, 
7/23/40 

Press Service 
flo , 21- 69 

The Secretary of the Treasury, on behalf of the Comcodity 

Credit Corporation, is today offering for subscription, at par 

1 

ant eo~ed interest, through tbe Federal Reserve Banks, 1250,000,-

000, or thereabouts , of 2-year 9-month notes of the Co~dity 

Credit Corporation, designated 3/4 percent notes of Series P , The 

notes will be dated August 1, 1940, and will bear interest from that 

dote at the rate of 3/4 percent per annum payable on o semiannual 

basis, the first coupon being for the ~otional period ending 

November ~. 1940, They will mature l!ay l, 1943, and will not be 

subject to call for redemption prior to maturity. 

The notes will be fully and unconditionally guaranteed both 

as to interest and principal by the United States , They will be 

exempt both as to principal and interest from all Federal, State, 

municipal , and local ta..-.cation (except surtaxes, estate, irJleri tance, 

and gUt taxes). 

The notes will be issued only in bearer form with coupons 

attached, in denominations of $1,000, $5, 000, $10,000 and tloo, ooo. 

Subscriptions will be received at the Federal Reserve Banke 

and Bronche3, and at the Treasury Department, Washington. Sub­

soriptions will not be received at the Commodity Credit Corporation, 

Bankins institutions generally may submit subscriptions for account 

of ~o.ara, but only the Federal Reserve Banks and the Treasury 

Department are authorized to act as official agencies . Subscrip­

tions from banks and trust componies for their own account w11l be 
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received without deposit , but will be restricted 1n each case to 

on amount not exceeding one-half of the combined capital and sur­

plus of the subscribing bank or trust company. Subscriptions from 

nll otherc must be accompanied by payment of 10 percent of the 

amount of notes applied f or. A new certification has been added 

to the subscription blanks to be used for this offering, designed 

to eliminate the practice of making formal or informal contracts 

for t he sale of subscriptions or allotments before t he closing of 

the books , This practice has been discouraged by the Treasury and 

tho Federal Reserve Banks, but has still persisted to some extent 

on recent issues, 

The right is reserved to "close tho books as to any or all 

subscriptions or classes of subscriptions at any time without 

notice. Subject to the reservation~ set forth in the offioiol 

circu.lar, ell subscriptions will be received subject to allotment. 

Payment for nny notes allotted must be made or completed on or 

before Augttst 1 , 1940, or on later allotment. 

The text of the official circular follower 

2 
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COMMODITY CRI:DIT CORPORATION 

3/4 PERCENT NOTES OP SERIES F , DUE MAY l, 1943 

Dated and bearing interest from August 1, 1940 

3 

AliD UNCO!IDITIO!IALLY GUARANTEED BOTR AS TO INTEREST ABD PRINCIPAL 
STA1'ES, milCH GUARAliTY IS EXPRESSED ON THE PACE OP EACH NOTE 

both as to principal and interest from all Feder al, State,, 
ipal, and local taxation (except surtaxes, es tate, inheritance, 

gift taxes) 

Circular Jlo . 638 

Piocal Service 
of the Public Debt 

TREASURY DEPARTJIENT, 
Office of the Secretary, 

Washington , July 24, 1940. 

I. OPFERIIiG OP NOTF.S 

1. The Secretary of the Treasury, on behalf of the Commodity 

t Corporation , invites subscriptions , at par and accrued interes1; 

the people of tho United States for notes of the Commodity 

Corporation, designated 3/4 percent notes of Series P. The 

of the offering is $250 ,000, 000 or thereabouts . 

II . DESCRIPTION OF ~OTBS 
• 

The notes will be dated August 1, 1940 , and will bear 

from that date at the rate of 3/4 percent per_ annum, pay­

basis on November 1 , 1940, and thereafter on 

and lloveober 1 in each year until the pri ncipal amount bocomes 

They will mature May 1 , 1943, and will not be s)lbject to 

f or redemption prior to maturity, 

2 . These notes are issued under the authority of the act 

approved t:arch 8 , 1938, (Public No. 442-75th Congress) , as amended, 
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which proYidee that these notes shall be tully and unconditionallJ 

suaranteed both as to interest and principal by the United States! 

that they shall be deemed and held to be instrumentalities of the 

Government of the United States, and as such they and the income 

derived therotrom shall be exempt trom Federal, State, municipal, 

and local taxation (except surtaxes, estate, inheritance, and sift 
\ 

taxes); and that the notes shall be lawful investments and may be 

accepted as security for all fiduciary, trust , nnd public funds the 

inves~ent or deposit of Which shall be under the authority or con­

trol of the United States or any officer or officers thereof , 

}. The authorizing not further provides that in the event the 

• Commodity Credit Corporation shall bo unable to pay upon demand, 

when due, the principal of, or intereat on, such obligations, the 

Secretary of the Treasury shall pay to the holder the amount thereof 

which is authorized to be appropriated, out of any money in the 

Treasury not otherwise appropriated, and thereupon to the extent 

the amount so paid the Secretary of the Treasury shall succeed to 

all the rights of the holders of such obligations . 

4 . Bearer notes with interest coupons attached will be issued 

in denominations of .1,000, .5,000, .10,000 and .100,000. The notes 

will not be issued in registered fo~. 

III. SUBSCRIP.riON JJID ALLOT!.lENT 

1 . Subscriptions will be received at the Federal Reserve Banke 

and Branches and at the Treasury Department, ilashington, Banlr:in8 

institutions !'nerally mey eubait subscriptions for account ot 

customers, but only tha Poderal Reserve Banke and the Treasurr 

4 
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Department are authorized to act as official agencies . Others than 

banking institutions will not be permitted to enter subscriptions 

e~cept for their own account. Subscriptions from banks and trust 

companies for t heir own account will be receiyed without deposit 

restricted i n each case to an amount not exceeding one­

of the combined capital and surplus of the subscribing bank or 

company, Subscriptions from all others must be accoopanied by 

of 10 percent of the amount of notes applied for , 

2. The Secretary of the Treasury reserves the right to reJeCt 

subscription, in whole or in part, to allot less than the amount 

applied for , and to close the books as to any or all sub­

at any time without notice ; and any action he may take 

respects shall be final , Allotment notices will be sent 

promptly upon allotment 1 and the basi11 of the allotment will be 

icly announced, 

IV. PA Yl!IENT 

1 . Payment at par and accrued interest, if any, for notes 

hereunder must be made or completed on or before August 1, 

on later allotment. In every ca~c where payment is not so 

d, the payment w1 th application up to 10 percent of the 

notes applied for shall, upon declaration made by the 

of the Treasury in his discretion, be forfeited to the 

V. GEiffiRAL PROVISIONS 

5 

1 . As fiscal agents of the United States, Federal Reserve Banks 

authorized and requested to receive subscriptions , to make 
• 
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allotments on the basis and up to the amounts indicated by the 

socretnry or the Treasury to the Pederal Reserve Banks of the re­

spective diotricts, to issue allotment notices, to receive p~nt 

allotted, to make delivery or notes on tull-paid sub­

allotted, and they may issue interim receipts pending 

of tho definitive notes , 

The Secretary of the Treasury m&7 at any time, or from 

to time, prescribe supplemental or amendatory rules and regu­

ons governing the offering, "hich will be communicated promptly 

the Pederal Reserve Banks. 

IIEIIRY IIORGENTHAU, JR. , 
Secretary of the Treasury. 

6 
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IIJTIIM UJIAIIY, 

WAaMIROTOR, D. C. 

Peraopal agd Secret 

Honourable 

JUl.)' 24th, 1940 

Dear llr. Secretary, 

I enoloae herein tor 7our 

pereonal and 1ecret intonaation a cop7 

ot the lateet report recei-red troa 

London on the adlitary 1ituation. 

Belie-re me, 

Dear Mr. Secretary, 

Very eincerel)' youre, 

Beary Moraenthau, Jr. , 

United Statee Treaaury, 

Waehington, D. c . 
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ta 8"0A0 8TJUET, NEW YO"K 

BRITISH PURCHASING COMMISSION 

725 15tb Street •.w. 
Waahincton, D.C. 

lul7 24, 1940. 

Tbe Bon. Benr,. Korcenthau, Jr. 
Becretar7 or the Treasury 
Wash1ncton1 D.C. 

Dear Kr. SecrJtarT, 

I enclose a cop7 ot a letter handed to 
Mr. !Dndaen this afternoon. 

At that interview Mr. ICnudaen stated 
that coapl1cationa had arisen in connection with 
the teru which he had arranced tor ua with reprd 
to the Packard Rolla Ro7ce deal. I UDderst&nd that 
as we are interested to an extent creater than one 
hal.t the B.P' .c. tinancinc plan cannot be arranced 
and we IIUSt put up a turther tlo,ooo,ooo to take 
care ot capital expanse. I had reported 1t to 
Loodon on the other basi a. 

While I realise that the chana• doea not 
in•ol•• •ital considerations on the one contract, 

l 

I aa quite worried aa to the posa1bU1t,. ot a prece­
dent beinl established which would detract troa the 
•alue ot the arranaeaent which I reported to Loudon 
tor coapl..antar,. proar-.-s. Loodon attaches a 
areat deal ot nlue to that arranaeaent aod 1t would ) 
be With the areate1t rearet that the7 saw &ll7th1nc 
happen to pr .. ent 1t beinc worked out in practice. 
1'hJ.s I know troa the cable• the7 han .. nt ae in 
re1ponae to ~ aesaace after we had tallted. 

I aa wonderinc it tbere 1s aoM wa7 out 
whereb7 a precedent could be a•oided. 117 own 
•ucceat1on to Mr. Elmdaen na that the u.s. share 
a1Cht be increaaed tr011 three to aix tbcnUall4 encinea 
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aRITISH PURCHASING COMMISSION 

'725 15th .. ~ .. - •••• 
... bSaltaa, •• c • 

.11117 24. 1940. 

fte ._, .._,. llorleat.bn, Zr, 
heretuT ot Ule !r...-al'T 
~.D.c. 

I at~ah ~ or111aa1 ot ~ ~--

111tb repn to tba 1frtp\ B-e~~~1De• (2200 I.P.), 

IOJIT of 'IGliah wu baD4e4 to lr, blulln. tb1l an.r­
DOOD With a reque1t tor a elearaaoe, 

le hu aakecl Dr. IIM4 to Unlop Ule 

Yov• 11D0ereq, 

~It~ r<Hd., 

17 
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W1 th ~eraoe to 70111' NOell. 

teleplloaw Mua&e to •• Ule 11aited Jttap'clll 

~t deair .. to order 2 taoo-apee4 

nper-obarpcl Wri&ht ._,,o-a -as-, tne 

705-&, tor dellftZ'T tirat wek 1a a.,'wb-, 

1940. 

It 1a &lao uaired to au... a)IMSal 

pr1or1t7 tor an iaitial order 1IP te 4001 ul 

cou1d'eratt.A 1a req-ated ot th1a appliaat!oa, 

1a Ule bope that 1t ~ M JN81'ble te 1wd1Mte 

the beat del1ftl'1ea that oua lie lc'oh4 tor. 

B.P.C. 

' 
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Offll8 ••••• , •• ,. 

lb' . 1f. L. Bat\ ..... l1ll7 24. 14)40 

w. s. 'f-r 

In the ..aorandua entitled •Iron and Steel Scrap,• prepered 

the Subcommittee on Resulation ot Exports , and dated Jul~ 1940, 

the t ollowine points are made 1n res pect t o the illportanoe or 

supplies ot such scrap: 

•(1) While Pil iron and steel scrap are interchanseable within 

tor steel manutacture, considerablY grea ter tonnages ot steel 

produced as the proporti on ot steel scrap in the turnace 

i s tncreased, because steel scra p contains less non-terrous 

than pig iron. Steel production can be increased more 

quickly by using scra p . 

"(2) To achieve maximum steel production at min1.1num cost, adequate 

scra p supplies should be available rela tively near the steel plants. 

T11s aini~izes cost and also bottlenecks 1n trKnsportation, and 1n 

the production or coke aM pig iron. The continued export or scrap 

1n lnrse vol-e operates to increase scra p pric.e s and makes it neces­

s' ry to go t orther atield tor supplies. 

"(3) The steel 1ndust~ i s now much mor e dependent upon scrap 

d".lrtng the Urst World War.• 

While pig iron and stee l scrap are • interchangeable within 

'!nits• tor steel manutacture, the ha rd t ac t i s tha t the steel indus­

try could not operate a t much .ore t han ~ or capacity, it all the 

vailable blaat f\lrDacea 1n tbia ooUDtr~ -re producln& onl~ pig 

iran tor use 1n steel wlr1nc. 
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producticm• td ldl1ola ._ 1Bh8tl7 11 oapa'lll.o -u, 

stances, require 401' or •r• of tbo Mtalllo ...._. td tiM n.t 

rurnaca 1n tho tol'a td aorap. 

It is aa.etlMa 111'1011 that 110-Called •s7DtllOt1C 8CI'OJ" oftWI 

n p;~r tial solutiOD of tllo probl• ot sa rap lllPJI17. But at11'o17 

apart !rom the t act that rela t1Yol.7 r- ateol .U.ra haYO ~ taell­

ity tor produc1n& synthetic scrap, c.-petODt oplDlCIIl 1D tllo 1114•t17 

t o the ertect that it ceases to be a pouib111t7 wbOD tile nto td 

opera tions gets aboYe 75~ ot oapacit7. 

It it be ass~ tor this discussion 

ror steel in the detense procraa, added to al.l other needs, 

call t or a susta ined rate ot production at 75~ to ~ ot capso­

such a rate would represODt an output ot S to 51 a11110D aot 

or steel 1ngota per IDOnth. Por o-perUon, it U'T be noted that 

the current rate (week ot Jul'T 22) 18 ~. 

Ass\81Jic alao a cODtinuatlon ot the co- practice of ellal'l-

1ns at least 5~ scrap in tile opOD hearth steel tarDaoe, tile -' 

or scrap required tor that aaa.-.4 rate ot operatiOIUI would be a'baat 

~ . 5 to 2 . 7 a11110D net ~ per -til. 

A u.Jor part ot the scrap uaed 1n steel t'III'Dacea 11 ao-o•lled 

scrap, created in tile proceaa of w1r1n1 aDd tiniahinl stool 

;>r0olucts in tho aUla. Blat ourrat trends indicate that tile ,aroat­

·e or hOlM scrap create« 1a likel'T to be relatlYel'T leaa tbaD 111 
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0 
:.tr . If. L . Batt -3- July ;!4, 1940 

recent past, tor the tollowing reasons1 

Exports ot semitinished s teel, like shell steel and t orging 

billets, mean less scr ap per ton ot in&ots represented . 

The larger proport i on ot heavy roll ed product s 1n the total 

output ot t inished steel means rela tively less scrap per 

ton ot ingots used because ot less was t age 1n the manutacture 

ot such products . 

At higher r a t es ot operation there is more chance t o use orr­

heats ot steel 1n other ways than 1n remelting them 1n lieu 

ot using scrap. 

The expected h1Sh rata ot output, theretore, does not serve 

rel i eve the pressure on supplies ot scrap. 

Among steel producers Who are important consumers ot scrap, 

generally agreed tha t t he minimum margi .n ot safety in scrap 

the equivalent ot 60 days' consumption, either 1n yards 

lcoJ\su,.,, •• ' or suppliers' ) or 1n tr~it thereto. 

Based on the t oresoing assumptions i n respect to steel produc-

6o days • supply ot scrap would be 5 to 5! million net tons. An 

ot the Bureau ot Kines report on scrap supplies as ot March Jl, 

, indicates less than 5 million tons ot eteel making grades ot 

ot that data 1n the hand• ot consuaarl and eupplier• or in 

It ,..., ualtKely tbat tbe report oD scrap eupplias aa ot 

30, WhCI 1t beo-s aftilabla, Will show &liT iJiportant 1aproYe-

1n "t'isible supplies ot steel • lr1DI scrap 1n rt .. of (a) tbe 
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fir. W. L. Batt -4-

rapid rise 1n tbe rate or ateel. outp!lt darinl taw ncaat q'IIU'ter 

and (b) the contimled export or nb8tant1al torm•a•• ot aorap 

(April-Hay exports about '12•000 net ton.). 

Al thouch not rea4117 npported liT 8)Je01fl.o data. tbe optntc111 

i s general ..0111 larce ac rap cona-ra tbat o-UD11114 bea..,. aport& 

during the past tbree or t our yea ra ha•e grea tl)" depleted tbe poten­

t ial sources ot pro~~pt scr ap. 

The • •ailable 1ntor.at1oD, tberetore, ~cates tbat tbe 

vi sible supplies ot steel aakSnc cradea ot s crap are bela. the aa.­

monlY accepted nrl.niiiiUIII marc1n ot satety, tor an •••~ rate ot at .. l 

pr oduction •••racine ODl7 ''~ to ~ ot capaclt7 tor aa.e oonaiderable 

I t the 1Ddu.atJ'7 1a •to a0h1"e ..n- ateel produoUCB•• taw 

60-day suppl)' as tbe urc1n or aatety woal4 oau tor 'llpftJ'II.a or 6 111.1-

l ion tons ot .talbla auppllea ot at .. l .. kine acrap, 

110re than tbe tCilMCe reported U or llaJ'ola )J., 1940o 

The attached table llbaon tbe tormac• or aorap aportad 1a eMil 

month tro• Janua17 19)7 to an4 1ncl11111DI lla)' 1940. It 1a ~at 

from the tl&iaru tor tbe tll'at tlft --- or tb1a 7-.:tt tlllat. ••: r'U 

were a t an ••eraa• rate or .ore tbaD 200,000 t.Cil.a pel' -'Ia. ~ 

t onnage 1Do1.Sea ab1J aaftralinl a'IIGat 601000 tcllla pel'_.. te 

1s r el t, bballll'l• 

continued ar llt.r•r•• 
to 11ni.ted Dlllliiil 
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0 • :!r. W. L. Batt _,_ 

thrt>e or four months , with approxiaatel7 halt the tota1 tonnage to 

t-c s· iflpcd rroa Atlantic coast porta. Such sh ipments w11l be at 

rox1n1ately the same r a te as wa s experiencecl 1n the tirst tiYe 

of 1940 . 

It probabl y is true tha t a t a price there is t h eoretically a 

hUGe aoount of s c r ap which might be Glade a vail£ ble for use 1n this 

ror steel production. But the practical f act is that deple­

the potential sources or prompt scrap end a l ess than ade­

u:> te cargin or s a fety in current Visible supplies open the wq tor 

•n actual phys1ca1 shortage ot scrap tor the neecls or lll8.ltUna st"l 

production over a susta1ne4 period. 

For all these r easons appropriate ateps should now be taken 

through regulation or the export moYement or scrap to safeguard the 

progress of the defense program against llll)' such possible contingency. 

~0 1.."";~ 1 .. - · • . 
w. s. Tower 
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19)'7 19)9 v: 1t6DV 
I I 

.T&DIIU7 69 )56 I 225 I 186 

?obrw.rT U3 256 I 22) I 2)) 

larob I 356 ))5 I 310 I 205 
AprU I 421 )lT1 I 2)1 I 219 
Jlq I 631 1'12 I 3113 I )10 

.Tune I ru 16() I m I 

11>1¥ I .420 125 I )47 I 

.&ucut I 474 10'7 I 291 I 

S.pt.a'bor I 25) U) I )28 I 

October I 184 221 I 335 I 

llonaber I 2S4 271 I 271 I 

Doc.ller I • m • illll 

f o\al - 12 -tly I 4,048 I 2,9'74 I ),552 I 
I I I 

fo\al - f'1nt 5 -'118 -1 1,620 I 1,6:26 I 1,379 I 1,15) 
I I I I 

eo-. c '"'., .. rr- otno1a1 .-u.u.. e~ tM •· a. Dop\. e1 
c-. 
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(W-•• ~ of t.he :lriUIIl M "17 \o •• Ocouluw 
la tM !I1AU7 at 12 100-~ 116, ) 

!:1• A!( 2ltQ l!ll1ft IJw Ida 

•• 'a4ereMII4 ... • ···- ........ 

- ro1Ue4 M aooept a npM t.peoU troa tM ... , 

.UlaUo O....,a7, OalnUa, oa U.. pou4 UIM tM 

ll.eoenw Jaalt will 01117 allow ore41\ • o a '111.-:.4 

-•· Ye - alre..S, "*- ... pte e\opo M 

.....,. all 'llr ..... of , ... Jut .U&ulo o : r fl'<a 

the oont rol of tboo !ooe4 oftlco la D rlr. 

11J1Ur control of the Oo~;won~-• ot Iallo. CooeaUoa 

ot oporatlou ot tbe C011J11117 -a - .. n.,.. 

.. ~c -~· not oal7 la JrlUell torrltorl .. 

loa t~t the J'ar ... ,. 

0. pa oplala tll.o :poelUoa to tbe 

,.........,. 111111. .-... tbet tllil '11.-beo ot tbe Jut 

25 
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ot•wToa 

ltrt AnuUoat Ill', L lferle OoftrM 

W. ~oa1 tor :rwv latox.UoD a ataa .. 

-· ellowiac \boa --- paU '117 ....... s...­
dneUou troa \boa·:laiall...,._, hi'Ua, .utile .. 
.- tor la\-UoDal h\\1-••• Gila'- t'o.K. 

\o tile hx.D Mae.,., 'tfaaldactoD, », 0., \be 

O.x.D Oouala\1 o.un.J., ... Tortt. aD4 tile ...... 

Ooualah, s.a J'ru.olaoo, alllo1 lep\e.llor, 1939, 

I\ h lDhrooUac h ..,,1 \lla\ 110 :p~~PAb 
were .a. Ureo\J.T \o \be ~., .a4 Oouul.a\11 

prior h lep\e.llor, 1939· 

bllp10\hll7, 

linol'aUe IIMqllora----. lr,, 
.._...., ot \be f1'1 ... 17t 
•• , •Poa, D. o. 

2S 
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p.ma:;J!S lWll llr 5I l'Sil!l!IAL JliSDVI IIAIIJC OP DV l'OBJ:, D OIIJllliO 
Ul"ffi(iii 1939, l'O !Ill IDIIIlWl :E:IC!!Sst, WABl!I!iMOll, D, 0., D1 
<BB1W1 OO!i'SO:W.!I OIIDRAL, lllrw l'Olll:, .AliD 1'0 1'l!ll IJiilBlWI 0011111lt.41!ll, 

S.t.i JIWIOI SOO 
(lro, tho aoooUAt of tho lleichoba:ak up to Decoabor 14, 1939 , 
and ol.neo that date f r 011 tho account of tho lla:ak for 

International 8ott1oaento) 

Paid t o tb• 0.1'1>&11 Jrabaoo7, YaobiJ>&ton, D. c. 

Do.te Paid 

illi 
Septabor 
Oe!ober 
);'ove::ber 
Docuber 

J{lllUAr)' 

:l'obruaey 
llerch 
.A;>ril 
l'.q 
June 
July (24th) 

'l'otal 

.U.ount 

182, 580. 79 
72,202.17 
80,224, 63 

130,224. 63 
16c,ooo.oo 
100, 777.90 
6c,ooo.oo 

Paid to tho Gorman Oonrulato Oonoral, llew York 

Se,taber 
October 
iovuber 
Deeuber 

Jai>U&17 
J'ebruaey 
il&rch 
.U>ril 
u;.y 
June 
July ( 24th) 

'l'otal 

21.3, 053. 70 
151. 363. 82 
704.980.00 

7.980. 00 

33,000, 00 
J)­

-o-
50,000. 00 

...()­

...()-

35 . 000. 00 

1 , 195.377. 52 
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Pai4 to o.,.,.,.., Oouulato, San hanchcc 

Dl\to Pa1d 
1340 

111\rch 

ltiCJ.PiftlLJ.!IOU 

Sopt•bor 
October 
lloYubor 
O.coaber 

January 
J'obruaey 
March 
.Apr11 
l(q 
JUliO 
Jul7 (24th) 

CIIWIJ) !OU.L 

J.aount 

215.580.79 
72,202,17 

1llo,224. 63 
180,224.63 
16o,ooo. oo 
100,777.90 

95. 000,00 

$ 6o,ooo, oo 

$2,410,139. 41 
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UIIGD! AID SftiCTLY cxm'IDJITW. 

T• CoNol'tlll, ln,CitUa, 14 Poler a4 

llf•elf ba.,. worU4 up the foll•lDc procna alu 
sa are n17 aulou to 4lHUs wltb 7011 'baton rru., 

nl gllt wileD Tea' Corcoran and I an £OlAc ..., for a 

ehor t noatlOD. I woal4 appn olate 7cnar chlAc us 

• ,.,....._ un.t., -. 11• ~a~ea u tiM .., " 

,_, ......... t.t.., .... l•llJ .....,., ,.. w 4eal 

.,.t*l.T _. ett .. t.t.nlT witll tile nveo•• et -

vv.-1 ur- ...... !he u~ ......,.. b• 1a 

llq- wUil a ,..,. tar tU:l.ftl _. M~ ts 'SPI 

r t 5 dldllt;r, • \t.f.PI net .... _. Mll:l.el .-L* 

1 rtd=·. !be ... ~ .....,.. be-~ -

aftil. 1\Mlt et tilt _. et tile 11 - '*""­
"-• o.,..t.t.. .... eMU• ,. et --- 11'0 An 

u ,....u.t bJ tilt u ... lihopll Aet et 19JI ... tilt 

lo .. •w--n-. ,, 'e' '* $' ..... ..._a 
.. •-••••-swue41e•n • te 111ft .._,....._ -IIMii•~••••~-sltl'" ... ._..-
.... .t ..u... • •. d..C ...... e! •• , ....... to • I 

..,. l\ ....... ,. fW tiler .. tulle - ut.f.ft fUr\ 
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• 

a M!Jte H'ro .. M pc ,, 1 'F k:i A a.ll 
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n: a. , a .... ~ tM tllllfl- iiF ... _ , , , I Ur 

6. ..,. • ~-. ,..,.,._ iiFiaas- l:'•tll'•ada.tl ... llolmm 

.......... .,, ''e'~ttliteaUAtUn ..... 

.... 1 "a8M111te tllle .... tti .. J lad_ .. 

.. -.. , .... ..u.....,. .......... ttl .. 
ftle ....... at_-.LtMa.rl rl ... 

'I 7 lswter ..W -N&I7MM - tile W I IIR!'IJI-
., 2 2 tnlAta ..w 1:e •••"fl'r • - • 

• 

.. _ ............ 17--... a II I 1 a 
I 

'57 7 .. --. ... 7 rl ....... tmt ...... 

• ..._ a 7 '?ms_..II:U ru i'r'm 

Henry Yorgentbau, Jr • 

• 

• 
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UBOift AID SftiC!Ll OOIPIDiftllL 

'f• Coroora, Jn.CoMa, 14 folq -' 

., .. u ha•• workt4 up the folloriDc procna whla 
n .,., n17 udou to Ueoue wltll 7ft 'beforo hl4q 

nl1bt when 'f• Corooren 1114 I an cola& anr for a 

ehort •nation. I WOllld appnolate ;rov 1hlac u 

tbt D.IOIIIU'J tt.. to dliOUII tbll 14ta wltb JOR• 

33 
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ZI7RAO! .I'IIC* ~ m mpev en Da 
COIIIIISSIOII TO JriOO!'IATI PKAllK TO TBI .AC'l'IIIO a.:mJ!rAIIr OJ 91'A1'I 

Paria, J'lllliiUT 31, 1919, 8 P.M. 

(J'rea "JoreiSII R~aUou, 1919, 'Ru.laia,• pecea 246 and 247.) 

"You ,.,., tbc ao.rrah ill oouidereble 4et.U ",. 41.ttiouui .. wb.l.cb .. ban bad wl\b J'a- •Ub ret.....,o, t o tb.l.a rail- and ill parUoular \be aoUOD of la,- ill praoUoall7 Mi:tillS tile Cbia­-·!'ll Rail-, tbanbr ill ot'teo\ COiltl'Ollillc all ill\eroOQl'M to ond :rroa Ruea1a rla tba Pao1t1o. You 111gb\ •cUOD \be ,.,.ber ot troope ,.,, 'Dr 1apaa tor tbe pu:rpoee u4 poillt out tbat ouob ,.,._ ber ... tar ill oxooeo ot \bet coot•platecl 'Dr tbe .........._, •der wb.l.ob troopo ot tile Aaoooia\14 O.We~\1 ...... lallded ill Btlleria. 'rbe aature ot tbe acU..-iUII ot 1a- 11lo1u411ls diepoa.iUOD ot their troops 0114 J'aponeee oaoaeroi~ aotiTi\1 .. eboul4 tbCI be referred t o (followed br) a nat-\ of tba ot'torto of tile O.Wom­..,, ot \ be U,lted Stat .. t o renora \be ra1lroo4 to a llOildiUOil 
wbere 1t would aot be exoluaiT~ 4ca1aated b1 11117 ODe -r ••• The ooonraaUoDo of tbe Proo1dc\ u4 Beorat&r7 ot S.a\1 witb tbe 1apaa .. e abaaoador, .... D8j!OUaUOila of Mb&aaa4or Morrie UDder illnrucuou :rroa the Depan-t aD4 the ocODolll.o praeoura applied b1 tbe War ~~ ~ -:r be referred too . Tou aboul4 tileD 4oaor1bl \be auooeootul 0011olua101l of tbeM ot'torta ot tbe 
U,1ted S\atee •• eT1dCIOed br tbo arreas-•· tor aa.!a1otrot1oo ot t he ra1ln;r br Mnco ae a Ruaeiu •J>lOTM u 4 tbo witbdraw.l ot eubw\011\lal alAbera of 1•-•M \roopo. Wo foal \bat tbell prooM41GP u4 tbe1r ooa~uaica """ propor:b- bo 4Moribe4 u a Tel7 iloportu\ and OOilltruotho aob.l.n-t wblob -:r be ot illee\S..b1e Talue to tbe peoplo ot Ruao1e aa4 to tbe Ullited Matoa u ..u •• tho world ill 81111~, pl'Orlded ther are followed tbl'OUS)l, \borebr si'rillS praoUoal attoot t o \be prilloiple of tbo ._ door.• 

"46. a, raatrioUou 1a14 ..,... llo- tor \be aport of oot\oa 
and \be aport ot a1llt ill~ 1918 (tUe 110. 694.119/245). • 
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65 
TREASURY DEPARTMENT 

INTD OI'I'1C& COMMUNICATION 

Ill'. Ooollrazl 

Ia acaor4aDCt with aur inetrl>otione, the .huNl botrft ll&ali: bat c:-ao•4 
well: to oh.ck ~ oa a...., b&l.aDceo 1D 'lew York, SiDae WDCh be.lallooo -=t • 

$1,000,000, M4 $5,000,000 ot thlo 1o oarr1e4 with tloo 01a .. ll&ali: &lone, / 
I:UW!=n''" will 'M l-l"rato4 oolelT with tloo 01a .. ll&ali: 'IIAtil w llan oar i.DiU&l 
Dl<tt'lllrt ot the oln&UOD. lie 4o DOt Uolro to - 10 ~ ~11 that - ot 

o capito.l lll&l>t 'M 1DaliM4 to ~leo In ~eu ot a 111oot<ac en-uc-t. 

J.ooht&ot Tloa Pnoiuat ~a hao prort4o4 thoo ~ollowtac ~ ...... uoa 1ll 
to Itallaa lelencea : 

On JtllT 16 thoo Ore41\o Italiaao 4nw a check on tho •uonoJ. 01t7 l!uk for 
,000 1D faYOr ot tloo Swlao :aa..tiac Oorpont1011, 

On JU17 22 a cheok wao 4ra'Cl on the Ohaoo 117 the Banoo O-..c1ale Ito.l1-
faYOr ot the Swioa :aa..tiliC Corporation tor $100.000. 

On July 22 the Obaoa • o or4ere4 b7 tho llult ot ItalT at lloae t o tranator 
000 to tho Ore41t Sllloee of 'lew York tor acaouat of the Cra41t lllllloot, Zllrioh. 

On JtllT 2l tloo laDco C~1al• Itall- 4raw a chook oa tho Olaoe for 
~:Jet,IXIO 111 faYor ot the li&Dque J'raaoat .. et ItaU....,e po\11:' l '.t...riqu aa 8ll4. 

Oa JtllT 21 the Buoo C-..ctal.e It&liaao draw a choclt: oa Olaae fortlzl,OOO 
faYor of the St&ollar4 Oil a- ot 'lew YOI'It. 

On Juq 15 tloo I&DCO eo-..... tale lt&l1aao 41:'111 a oh.ck ... tho Olaol 1D tuor 
the J'riDCh .t...ri.O&D Juld•c Corporation tor $65,000. 

Ill', llcXoon can M tho followlac tntora.Uon 011. llutlaD ll&lanctol 

J.e of J\&l7 22 tho Stat e llaAk ot lluo1& ha4 with tho Ohaol ll&ali: $5,)00,000 1& 
Ito 4oll.ar bo.lanoe an4 $2,8)0,000 aa.r til l eUer ot ore41t aooo=t, On the -

J.ltor•lf ha4 a 4ollar b&l&nce ot $151,000 u4 a leUu ot ore41t 8400'1Ult for 

.t..oac the ,.,._h lllto the State !IIIII< aooo=t ~or the well: ..u4 J\&l7 22 • o 
tl'&llofor tha h4onJ. .... ,.,. !IIIII< of ••• York 117 orUJ' ot the lllak for 

I~tentatl•o•.i l<tUl• • ' '" for $600,000. $200,000 • • r-1n4 h .. tho 11o1 .. !IIIII< 
ot 8'1'1herlan4. !bert •• a \rauter fr .. tho Jluola State Jult 84c:oaat with tloo 
aiD otUae ot u.o Ola11 lllak to tho 84o0111lt of tho J.atorc tra41ac C s 7 1& tloo 

'lttlllwlu4o 'Uuoh ot tho 01a11 for $500,000. !hero -. a \rauter ~ ... tha 

Regraded Unclassified
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TREASURY DEPARTMENT 

lfrfTSit OI'P'ICa c:oMMUHICATION 

DAft ~ 24, 19~o 

Mp!C1JI.NT SHIP lii09DIIH1'S 

Mlttere R!!!!?' r1ng Aet.icm br tba seoret.erz ot tha !r!uurz 

_,CIZ' Balla'OOk ot tiM UD1t.ecl Mete.~ ,._.n.s tile 
TrMwr)' y•terclllr to Jllfi.,t tiM de~ t.- S... rr-s..oo to 
l.laalca ot tiM yacht SOQ!III!IIII caa:IS, oeed 1:lT U.. S. t1 e b ..U.t.ialll 
111.111ooei.re ADl .,_, bvt. IIDder .Pm •en ~· ~ 

requ•t - t.- the S.. lNno1eoo ~ area "" ot the ~ 
C1d ~ Intel.l1geace at ~ bu ude a report em~ 
_, ... Holbrook 1Dd1.cat.ecl that u.. ~ oGDeidered it 1MdY1eabl.a 
tar tba ~t to prOOMCI t o .Al.uka. Ba steW lllrther, bow\-er1 
U..t U.. Saoretary ot Yar would IUD a t~ appl.icat.icn todq 
to tbe Secretary ot U.. Tl'M8uJ7 to bDa tha waaal datainad. 

67 

9tapa han baeJil. takeD by. tiM Coaet Oll.lrd to dalq the daplrtu. ~ 
t.he naeel. (31 ~ ~ ~ ~ pl 1 

!l!t tere Jot l!eg!liring .t.ot4,ca bz t.ba Saoret;ary ot tha Treaa!!l7 

Pllld1As CUaa 

~ -tters d .. orillad 1n p&r&p'll>ha 1, 3, aDd 4 1IDdar 
"l'Wodl.nc cu..• 1n t.ba JoJ.:r 17, 19-40, r.pcrt, attaoh.t, aM still 
1IDdar ccas1d*l'at.icn. 

) 

Regraded Unclassified
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llr.Oala8 

!l.Mt4 ""' 1. J. Upan'IIJ'e paJSlt-~tor tlio .a.a.n-~ JDJII, ~ petnl-~· w ~. 'fhla ,...Ml b .-..~,._ or.-. O.J>~. aa4 1e "' POri Ariblu', T-. 
2. J. ·~ pe1"!11t ...,.. ..:..4 tn tl» .&Mrt- li'Dker lft'Al»., eanrta& petrel- p:rMaete w lpala. 'lla1e fteMl Sa _ .. ~ U. ,..... o..p.q, D4 la a t Pon A:nlllr, 'lnu. 

1 . 'rU 'l'GU ~baa nllalHecl a ~t tO • ..,. ... 6lo,~ tGD.e ot ,~~enol~ pl"'4~• w 6paia tn t M b&lc• ot w ,.,... 1940· '1'1118 .ul4 &!leo a c;:e4 towl ot 1 ,076,000 t _. tw t !l. 1eu 19'0• J. !I-.1D ot a -r ....... w1~ M~"Ca­u..- ot tlloe or... ~ W4 a Tw 17, 1'140, te atw. 'nl1e Mtt.r 11 1Zilder ooneidan.Uc. 

2. '1M Te:zu Oaou••IIT baa .......-• abt• u w ..,.. ..... or Mt tlloe • D'1'l 11ifll.S, -- Opa!U. ~. w1.ll 'N })41ftit1e4 w ""ft7 5,000 ' """ oJ' ul'hal~ to :J;>&iA. 'lhAI -.1 w1.ll 1M ~ .. "' hn a.u., ~. - tiM be~~ 10 .. u. OIOJ'}¥ fU'\ ot ..,. ...... ftl.• u.tur 1a ,.._ -·•t-1•• 
). eu,iaiou cirONMt tll.oaa t:a.,.. u 1- 1a -ua wi_. tlloe ..,._... ot U. IDLA, a ... epa ..-Ml - at tlloe ,.,... at pb!let• Jpta, .. iepert1U'8 palll\ bu .... ~. -" n., ........... baa pla- op1aat •••• ~-· - 1' 1a .....,"'· 
4. 'l'b L1U11a&1• StMU!Up :.0"1 1a- 1a ..-. 1'U J.l\lluaie·.lau1- ~" • 1xJe:t o.,.nu.-, 1n a-.... ftne1, •• Teft 01\to lou ~-- U&t U M ai¥1M4 1t a ~ ,.., 1a .-n4 ter tiiU ftNel. '1M -pwd1a t..1 ... w .. ._, o..-s.a twt•" tu ,,.....,. ..,.._, w .... ..at. .....St Sa ~ 'f'Me _,,.., 1a -.tcr ... 14-tla. 

. ,. -· .. .... hl.tr 

(J:att1alMI a. a • 
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WAeHINOTON 

!CWC!!!Amlll JOI !'Ill SJCli:I!AIIT 1 

!!>ere h a\\edaell a l'ft'11 ... 1\a\-t of tiM~ 

Pl'OCJ'• ot tiM War M4 --,.. !loa :t.dcet om- or \1M 

lllr7- a\ \1M OepUol :r-1MNq 1a OO-'loa wlUl 

\1M ~ .. 1a \1M .. '17 ~· 1lllo hnllllo4 \1M 

1atoraaUoa ..taiab I pTI \o 7'>1l JII\ ... GaT an.,_. 
414 ao\ '11&411'1\aad. "-• altaaUoa 1ln'OlT1Jtc tiM ~ea\lJ J 
lll\llor11o4 -\rae\ aat.horiaaUoaa ot $).25,000,000 ~ 

for \1M t11oal :r-ar 191ril 'IIIlich h ntf1o1•t \o prond.e 

tor 191'9 pl-. 

6S 

Regraded Unclassified
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ftt!!! 

n..-. ..... Ooatno•• " ...... p!ldat ... ... .n .... hW!!!! 

11,,.7 t262.11u.QJO tzu.559.597 t~~JII.w.iiT 

, ,101 ll,OCC.562 125 ,ooo.ooo -.-.~ 

a. JULY 10, 19110) 

OoaV..t ....... 
"t.•tteu 1 mt'r !!W ••• 

125.000,000 375.000.000 5(10,000,000 
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71 
TREASURY DEPARTMENT 

11r. Coobraa 

STRICTlY CONFIDENTIAL 
llr. Lorq-Bea»J.i• will call ~caorrow at ~ho Ol>poiah4 Uae ot ll o ' Gloolt. 

Ro aabcl 1t it wovl4 k opportuao ~o proo•t t o ~ho lecro\aJ7 a~ tha -• Uao Ill', 

O.orcu P1e>ot, who 1o 10l0ooo41ac llloch-L&iu on \ho lrOIICh Pure>haoiac llloo1oa 1a 1., c 

York, aJI4 who will ou'boU\,.h a a ftllallc1al .1.\tae>ha 'bohOOJI tha 4ah ot '--7-looali.,.•..­

dopar\llro aJI4 .l.lphall41 o arriftl . I tol4 Lerq-llaowll.,. that I wao fiUI.ac !Uo 

apio1Jrt .. nt illh \ho Socro\aJ71 • Ya!7 aro111lo4 acho411lo &114 I \hnp\ U ~t ao• k 

4oo1ra'blo h 0114oaYOr to illtro4uoo ~ho .., -at th1o tiM. I up1&1no4, howYor, 

thot I ha4 known Picot for ooao U.aoo ill Pario, all4 wovl4 wolooao h1a at tho froa1U17 

at azq tillo , &114 wovl4 lot the hcrotary lalov wll•enr ha wao 00111ac. t o ooo 1t a 

pruanta\1011 cov.l4 k arraace4. IooN7~i.,. -croo4 \bet U ~t k 'bottor t or 

hill h h&n aoro ot a p oreollal Y1o1 t with tho &.crota17 t-rrow \hall wov.ld k 

pou1'blo with Ploot preo011t. Picot will ocao to Yaahlacton , aonnhol .. o, ao ha hao 

certab 'bololaou to attoa4 ~o horo. It all4 odla ~ho lecrota17 4oo1roo ~hot ho 'bo 

hr""Cht ill, I Call arr&IICO 1\, 

Loro7-lloaulieu ..o1114 lito to tan tho clipper 011 !1Nrt14q ot aozt woolt , bolt !Uo 

J.a'bouador lo tr7!ag t o cot h1a to otq Oftr a fiW 4&71 lollCOZ'. !lo tical plaao will 

~ 4oc14o4 t-row vhilo ha 1o 1a Yaohi~oa. 

Regraded Unclassified
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a\\alllle4 a llot ol poral\o ...-tot to """lo ...,.,.lal 
petrol- prodlooh oa hJ, 10, 11 .-4 21, 1an. 

ls.-17 ,_., 

... 

_,//-.c.~z-a._L-

loa •• ..,. llorcoaU... Jr., 
Sooro\ai'J' ol \M ,__.,., 
faelt.l ac\U, D, 0 , 
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lllll!l !!!!· '!Pe··r ~"' ~ ~ h -- J,.. 5815 Pial 0114 !lao Oil Sli,OOO ~11. ... h4ro ,...,, 

• J - . 

-..- .... l!66l Po\rol ... pr~cto Alocrant \o 1>e Port Arthur te!z)- , I.,_. 
la tra.• aa4 ca111 &ICil"t&iAK. 

iW .... 5189 Pial Oil al.OOO ~lo. llaa Po4ro o.D,J-• 
D1oool 011 9.000 ~11, 

• & lUll ••• J200 Gaoolt.. 1c truao 1,~.994 Galo. ..,Orloo.ao Jr . .. ,. ..... 
•• 11829 GaoollM 1177,000 Gall, ...OrliUI -11&, P. J , ft& lu - · IA!Irloo.Uq Oil to6, 4J5 Gall, , ...... Eoh, Oull:a, ... - 711, 6)0 Lbo. n . ., 

.aD .... ,, ktt...a Oil luProactoco w..tu., r.l . ... o.w 
Gl'ftf#! ..... Jlr. :ms IA!IrlcaHac 011 l'!>lla4elpb1a b41a ft& - ,.. ... 

-.u ... Pial Oil 92,000 llblo • laahd.ro 1&1-. o.-1 -· - .... 1163 ON4o Oil Port .lr\hv --N&l, OuMa. ..,. ,.., 11)83 O.eol1et Port .lr\hv 11o .. l-1ro ..a ... -.., ,..u. 
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TREASURY DEPARTMENT 

STHICTLY CONFIDENTIAL 
llr,Pal :LeftT-IIallft. wl4 • OOIIf14ftUalq 'F \elooplloM 7"Mr~ u.t M 

•• o~\iiiC ottlolal laetnoUOAa for lt.lo rotvn \o Jnaoa. !bh •ra1Joa U 
appeo.ro 1a U.. proeo Ul&t M Me 'IIMII Ol'Ure4 lleolt \o *- IIJIUell\or ot hrelca 
c: eroo• u4 \11&\ u w1ll llo roplaoe4 1a \II& 11o1\e4 fta\oo 'F llr. llllrY• Upnet 
llr, .Upbu4 baa......, for eoHnl ~· IIJIUeo\or ot 0: eroo .A.coor4e1 1a ~ J'r-.ll 
GoY•-· &114 I - \M\ \lt.lo h Mreq .. •:aocllaate et podU-. let­
IMor-.B.allOOl &114 Upbe.... I 8bolal4 I:IPlala \M\ :Left7-hallft Me fer --.1 
r-r•......, • ftr7 oloM trl.,.. ot llr. lloel\lt.llll•, ....., reo•tlT leoaM lllll1n• et 
11...,• ot buce, It h 'U4oU\od.lT lloeLWlllor'e 1at:a.-o *1oll liN _.. \h 
1o-• ot tho \rueflll' iutnoUoa, .Upb&ed. h \!Ia Mil et • J'rftoll tip~ • ....., 
laU•lT OCTe4 "Aaao-.4er w hlherleaA. •• ..,.U.llllcllob tut• ...U &114 1o 
a Tlrf -oth aacotlator, a llUlo too .-alll 1t ...,u.iac. 

Loror-JIIIlllft !lao \olopho.,... • Wo .-niiiC aP:iiiC for .. ?IPPI1a\Ma\ wi~ 
Saorl\&17 Oil !l!leeero4AT \o ~ ~. !bio .-14 M \loa lao\ eppor\UU7 M 

111 U.. 1ooro\ar7 o1110o :LeroT-:a-lin will han len ~· 11111\14 1\a\oo lletore the 
Secre\or7 roturao fro• lt.lo welt'• abMIIDI, I aa to hUpboM :Leror-Joaal1n \o~ 
to 11141oato tho boo.r for &II appolat•a\, 1t thlo h poodUo, 
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MR. MORGDI'l1tAU'S OPPICI: TO-

( Jr . Bell llr "' . ,, . 
llr. ClanoD llr. hl~ 
llr. lullhu llr. Ora.,... 

...... 
llr. &1 '• 
llr. AU• 
llr. ~' 
llr. c. s . ..u 
llr. ~tre 
llr.Jier'II&N 
lfrll ... , .. 
llr. ltrctel4 
llr.llOOfCil 
llr. lroup\oo 
llr. lll7aD 
llr. OoclllrUl 
Wr. Collie 
~- eous­
llr. DelaDo 
lilt .. ~ 
llr. Dte\rtcll 
llllM n....,... 

....... 

... 11111 
llr.-­
llr. llaa7er 
• · llarrte 
... lel'fVilll 
11r . r,..,. 
llr. Jill lou 
lllr • IU 1111' 
llr . lllllftlltU 
llr. lloee ......... 
lllr. ~ 
llr. Slou 
llr. ,.... .. 
... !Vl­
llr. 1lpMa 
llr . 1111\e 
llr. wu. .. 
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The Honorable, 
JUL 24 1940 

The Secret&r7 of State. 

Dear llr. Secret&r7: 

There is enclosed a COP7 Of letter dated June 28, 
1940, !roe the Pratt & l'lhitney Airc.r&tt Division or the 
United Aircraft CorpcratiJ>n requeatinB oeraiaaion to sell 
t or export certain aircraft enginea Which it IWI!'Iul'actures. 

The :7ar and the llavy Departlllenta have no objection 
on t ·he ground or lllilit&r7 secrecy 1n its relAtion to the 
national defense to the doaoatic or foreign sale ot the 
tollcorin& Pratt & Whitney Wup Jr. enginea IDIIIIU!actured in 
accordance with specifications u llated: 

Wasp Jr. l.!odel Tl83 - Spec. f\V-2033 
Wasp Jr. I.Iodel SB3 - Spec. l'.l-2031 
\~up Jr. l!odel TB3 - Spec . P>l-2032 ... 
This release is granted with the f"OYiso tbatlltt.. ::! 

pr opoeed production of additional et~~rines t or export d~es ·not 
interfe.re • ith production tor the United State a Gover,..m.. 

~ Sincerely your a , <>o~ 

Encloeure: 
Cow Pratt & flhitney 
letter of June 28. 

COpy tor xr. ) lrnpatl'ln 
• 

Secretary or War. 

DlllPAT OBIID 

JUL M ltiMii 
nox .LG.O: 

Regraded Unclassified



COP J 

The Hcnorabh, Jill u 1940 

Tbe Secreta.,. o! St.ate. 

Dear llr. S.er.t.&r7: 

tlwr. ia oacloeecl a eow ot latt.er elated ,_ 22. 
1940, rna tlw luldngton repre....t.at1.,. or the evtiee­
lln,bt Corporatiaa r.<~,.atinr pPIIiNiCD to .. u ror expert 
the lloclal ZO C&r£0 Airplane, 

Tlw liar ud tlw 1&17 O.~nte U.... no objectiaa 
on tlw rroand or ll111t.&r7 MC""7 1!1 ite r.letiaa to the n&­

tional clatenae to tbe r~ eale or tlw -el ZO Carco Air­
plene anutaettare4 by t.be St. x.o.1e llrplene DiYieiaa o! the 
Curtieo-llrilbt Corporation 1!1 accord&"" with llodel Speeifioa.­
t1on P-239. 'l'bia releaae 1a ,nntecl with the prorloo that. 
ouoh toreicn &ale ehall 1n no ~ interfere with poelibla 
pro<lllction tor tbe United St.at.ea GoYe-t. 

Aa t.be R-2600-B~ qine hee been releaaecl tor noco­
tiat.t- pvpceea on]J-, 1t will be •oe•oarr tor tbe enr1ne 
......taeturw to obt.ai!l relaaae t<r t oreip &ale prior to tbe 
aet.-J. aale or tbia inet.allatt-, 

Encl.ceare• 

~ow ~aa-lfri&bt 
..> l't"r of .hmo 22. 
..... -

Secreta.,. ot l ar. 

DliP~TOJqg 

Jut 8611 .. 
.__ .A.G.Q, 

caw tor ....... ,.,. 

Regraded Unclassified



R.JI.Jr: 

Open.\01'1 

H.M.Jr: 

Arthur 
Pui'Y11: 

B.M. Jr: 

P: 

B.M.J r : 

P: 

B. JI . Jr: 

P: 

B.M.Jr: 

P: 

R. JI.Jr: 

P: 

• 

Rollo. 

Ill'. Pui'Y11. 

Rollo. 

t11117 "· l,a.o )Ill p.a. 

Ro111'7 1 I 'a 00 1'1'7 Co W01'1'7 J'Oil tnac .. ur1oo 
W1looD bao be .. on co Lord I. 1 wbo ... a. 
J'Oil bU aon crautlal. \banka •• ••• 

'fbank J'OU , 

• • .. • an4 • .,. \ba' H 1 • a CJ'M c cb.1Jic 
ac a c1ao 11ko Cbia co ba•• a tr1an4 I1ko 
\ba\, 

I aa q11.1 co waobo4. 

!b .. Chore wu anocbor 11 Ulo Cbinc I · 
wanh4 co apeak t o 7ou abouc. I'• ... unc 
OD a a•on.a~ -- I 1?a p\ a DOONCO troa Ill' 
l4w.r4 INU7 -- a colocru DD4 u pno 
parUOillara or Cbo auuac1oa ac Cbo 
So1pOI'J' Olub, 

Ob, 700 . 

Ro aloo aonUou D1cb7, tltliob h anoebar 
plaoo •• a ...aoac1oa, bat Cbac'• oa Cbo 
a., or f'lul47 an4 I lui ow Cba c ..... 

I know D1cbJ'. I 4on'' 11ko Cba\ 8Q or 
hn47 001111\l'J'. 

lo. 

Ic'a \00 bard w IWla, Cbo U4 .. are oo 
Ul'l'1f1o. 

Aa4 tac 1 • qD1 co r1pc DD4 1• a441 Uoa w 
Ula\- 1D UJ' OD00 1 Cbil Will lboW 70D 
ODOU, VIla\ Ulo 11hllUOD 1o U Cbo lelpei'J' 
011111 uc1 tt~ac'o et11 ,..., or \hi ....... 
JR1U be 1UOI'OISM 1D. 1M OD17 

Regraded Unclassified



B.M.Jr: 

P: 

B.IC.Jr: 

P: 

B.M.Jr: 

P: 

B.X.Jr: 

P: 

B.IC.Jr: 

P: 

B.M.Jr: 

P: 

- 2-

Uftlcnal '' 11 \!Ia' \lao oou .... an all 
epea, 'lila' \lleJ ooal4 JMI' JOII lip YOI'J 
..rorablJ 11111H4 1a • ..u ,. 111 ua. loc 
•b1• 1f JOil ooal4 - nU, :ro~a'U ooo 
fro. \lie wae of hlo ....... tho klD4 of 
\hlJIC, u4 I \lalDk 1 t look• all r1p' w 
••• 
Plnoo. 

low \bon tho other \MDC •• \!Ia' 7011 
"" ..... 
Are 7011 .. nuoc •• hla ....... , 

!bat oopf w111 aoae oYer 1n • ••1'7 few 
a1nuua. 

!bank JOII. 

Alooc v1 ttl \!Ia' nU be a oopJ of the 
letter to Knu4aen oonf1ra1oc thle arranc•­
aent an4 then we're Jlle\ roiq to &0 onr 
an4 ••• b.la an4 4el1•ar 1 peraonallJ. 

tou're plftl oYer. 

..... 
Wb.at I'4 llkl 7011 t o 40 ae •ott. ae po .. 1bll 
vt1ea r ou ao o•ar ttt.aro, lf thle 1e -.rae­
able t o JOII, 1a \0 han ftllllp toUIC 1r1 \Ia 
JOil. 

tee. low, ttle OnlJ 41ff1oaltJ le \hat 
Phlllp tOUDI 1a 1r1 th llelllel hll an4, I tb.lllk, 
8allu'Jno wor~UDC - an4 Cllarl .. , our laqer, 
Oil that PraDob. aeelcn-eat qaoetloD. BoweYel', 
I 1 U MIMI WON OUI' aD4 tell tt..1a n' re 
I"'P'D'• OUI' at )1,0 - Je8, I oaD do \hat, 
aa4 1M oaD - DlOJIC ...... 

I UllM oo. 

I\ 1o-* boU:or to koop U llko \llet I 
....... I 1ll 1'1111 tt..1a IU"'.iPt DWJ• low 
U.re •• oao otbel' \hl,K Uia\ I -tea to 
•oaUoa to JOII u4 .. , 0 tba\ 1" nro 

83 
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H.M.Jr: 

P: 

B.M.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

B.M.Jr : 

P: 

B.M.Jr: 

P: 

- ) -
sood enoacb to telepbone ae a little wbile 
•co 1D repr« to 2 tJ-tne 2200 boreepower 
Wrisbt encinee, ))50, Jo. R))50 ••••• 

Well, that wae weeke ago. 

Yee, it wae eoae little tlae. Well, now 
lir Ren1'7 hae ·Juet liYen ae a note e&7iftl 
that be hae got a cable troa London wantlnc 
to place an order t or 4oo ot tboee. I'• 
eend1ng 70u oYer a note, but I'a Juet 
aenUon1ns tbie becauee I realiu that 
tile new d1eoueeione 8&7 or 8&7 not work 
in w1 th it. But the7 would ll..ke to place 
an order. 

Well, wt17 don ' t 70u under the new e)'et• 
tell that to Knu4een toda7 eo ae not to 
lo" aD7 Uae. 

All rigbt. Well, then we'll take it up 
with hia and set hie clearance on H. 

Wh7 don't 70u Juet tell hi•. 

rine. All risbt, we'll tell 111• t111e 
afternoon with the sreateet pleaeure. We're 
Juet t7P1Dg up a little note now and I'll 
eend )'OU a COp)' of Wbat We 1Ye told hia. 

I think I 1 d Juat tell hia under the Dew 
plan that thle bae ooae in and in order to 
ea•e tiae an4 out oornere 

Yee. 

••. • • 70u oan 1&7, we aentione4 it to 
Ill'. Xorsenthau and he eaid to put it rigbt 
into 111e halide. Row' e tbat' 

hoellent. (Laupe). t'hat '• tile kind ot 
aoUon. 

low 7011 1 11 be inter .. ted - - I'n alread7 
talked to the Preeident and told hia about 
our oonterenoe. Be' e eiapl)' del1gbte4. 

011, soo4. 011, I .. sl..s. 

Regraded Unclassified



B,IC,JI'I 

P I 

R.M.Jr: 

P: 

B.II.JI'I 

P: 

B.M.Jr: 

P: 

B.X. Jr : 

P: 

R.M.Jr: 

P: 

B.JI.Jr: 

P I 

B.M,Jrl 

P: 

- ' -
118pl.F 4e11p\e4, all4 l e\111 )laYea1 \ 
oaqll\ -., bnaUI fi'OII Ill' lee171 1 baYlJic 
\bat; lAtoNaUoa, 

(Laap1). I'll t;ell Ill• Ulat;, He'll be 
plft114. 

I'• 1Ul1 'breat;blell, It UF'bo4F t;eU1 •• 
fOil inow, \he Ellcllah Al'l al~1 1low, I'll 
UF, 10 Al'Oun4 aa4 Ill Ill' IID.I'f. 

(Laupl) . All l'ipt;, I 111 11•• ll1a \bat; •••IICI eU'aipt; a~ aa4 a1 I ~, U MF 
'be aa aot; of RJ>~nropUoa, 'blat; I ba4 -., 
t;baak1 t;o Lol'4 I. •• eq»l'llle4 ~ 

Well, I t;ell fOil 1-\lllac, l \hlllk U'e 
eleo\1'1t114 all ot 111. 

Ooo4 wol'k . I \hlnk U ' • eplea414. 

!ell ••· h hi p1JIC t;o baa4h 1' troa 
t;he other 114• - - \he pu'bl1ol\ft 

Y11, I \lllllk h111 plnc \ o - -I \hlllk f011 1ll 
t1a4 hi wlll pu\ eoae\lllnc r1cllt; ou\. 

I t;ol4 Ula\ aleo t;o Ule P1'1114eat; \bat; I 
t;houpt; U woul4 ooae \bat; ~ aa4 hi 1&14 
tla e. 

Y11. You know, U 1U be a YII'J hNI'ka1JIC 
t;hlJIC OYII' \hll'l, 

Well, -•'bo4F t1pree up hel'l aa4 t;ol4 •• 
\bat; - we"" t;aUtlac aa4, I 4on't; know--
1t; .. , ••••Pal 'blll1on 4ollue. 

ftla\ 11 r1pt;. (Laqlle). 

Well, 'bi1DC 111 Ule !l'eallll'f l IIIYII' t;ll1M 
ot .oaq. 

(La..,.e) . lo, l ._,.,,, 

All l'iP'· 
All Bpt;, t;laallk ,.. YII'J .... 

Regraded Unclassified



• 

SeoretaJ'7 
Sti•eon: 

R.M.Jr : 

S: 

H.I!.Jr: 

8: 

H.M.Jr: 

e: 

R.M.Jr: 

JlllJ 24, 19lk> 
4:15 P••· 

••••• a reaarkable coincidence with wbat 
we were juet talkinc about. A cable hae 
been placed in •J hande tro• -- or rather 
a telegra• -- tro• the co ... nder ot the 
Ar.J Corpe Area out in San rranoieco, and 
I'll juet read it to JOU -- it'e abort, and 
JOU 1ll See What it I&JI. 

Pleaee. 

1 0nqueetionabl7 reliable report indioatee 
Japan etrectinc practical cor ner or a•iation 
gaeoline .. rket. PracticallJ e••J'7 Paoitic 
and Gult Coaet Oil Oo•p&nJ hae been approached 
and contracte ~e been let or tendered tor 
1,200,000 dru••· Earlieet practicable 
deli•eJ'7 beinc ineilted upon, with ae •ucb 
ae poeaible to be deli•ered bJ Septe•ber let, 
lg40. Practioall7 all oontraote let or 
tendered call tor deli•eJ'7 b7 No•e•ber 194o 
with onl7 ea&ll quantitJ aeked tor deli•er, 
in 1941. PraotioallJ all contract• are tor 
gaeoline in tin dru8e. Quantities being 
bought will etrip •arket and product1•e 
oapac.i tJ tor •on the to co••· It theee 
purcbaeee are all ooneuaaated, there would 
be a ebortace or a•1at1on gasoline abollld 
Ar., and Na•J need it in quantitJ durinc 
nezt eiz to nine • onthe. • fh11 1e a telegr .. 
t o our Adjutant General. 

Well, now are J OU goinc ••••• 

Are JOU 1ntereeted in thatf 

VeJ7, ••J'7 •uob. I'd like to 
g1•e •• a oopf • •• ••• 

it JOU 1ll 

I ' ll ba•e to ha•e it parapbraeed tor it ie 
in our contident1al code, but I'll eend it 
tO JOU. 

Yeah, and aa7 I eend a cop7 to Harold Icke1f 

Regraded Unclassified



1 : 

R. II . JI'I 

8 : 

R.II. J I' I 

8: 

R,II.JI' I 

8: 

B.M.Jr : 

8: 

R. M.Jr: 

8: 

H.M.Jr: 

8: 

B.M.JI': 

8: 

B.M.Jr: 

8: 

1 : 

to __ , 

lot••· 

ree. 

- 2 -

I ae.D, 1t'• a oonaarYat1on .. ttar. 

r ... 

r .. , aand U oollt1doUallJ. 

Ob, rea, I aaan w lot... 1lbr 4on't 7011 
u 41reoU 

Wall, a11 r1pt, uoept ~t I 40n 1 t IUiow 
b1a aa wall aa 70~ 4o. 

Wall, let ae do 1t. 

I' l l ean4 r ou ~ oop1ea and r ou oan een4 
one to b1a. 

AD4 will r ou aen4 1t -- w111 r ou oare to 
c1•e lt to the Prea14entt 

All l'lpt, 1f J OU tblftk o. o o o 

I tblllk u I a !112!1 lapol'tan t. 

Yea. Well, I tell r ou, bow 40 I a441'1aa 
Ma, I aean, Wbn be ' a up there. 

You aend 1\ • •• • • 

Yoa He, I baYtll1 t 'belli ~-Uill 
wlth b1a. 

IU.cb'· Well, what rou 40 1a -- the Cb1af 
Oltll'k OYII' thtra at tba WbUe lloaae 1 

llr. J'orater -- an4 au bla 'o pat 1 t on 
the pr1Yata telepoapb wire w the Prea14eD' 
- - HOI'It tel....-pb wlre. 

All PiP'· 

Regraded Unclassified



I , I,.JI'I 

a: 
I,I,.JI'I 

a: 
B,I , .JI'I 

a: 

B,IC • .Jr: 

a: 

B,IC • .JI' : 

_,_ 

, .. _, 
All l'i&b'· I'll &o Ula' ., • .u. 
t••r ,... .... u • .u ..... 1 .. , ... lf 
Jn ll 11' ae baYI a eoPJ I 1ll II' 1\ Oftl' 'o Iakea. 

All l'i&b'· 
All4 "'•• J••' P' w 6D •oa•Ull• aliena' u. 
Oil. I tb.lllk Joa'n 10' w. loa 111. bare'a 
a ..a wbo'• la, ..... ,.a la 1' eolelJ troa 
ov aaUODal 4efeoee 114e. hlepaplll .. 
Ulle ~-'· 
feU. I'a 10 ala4 Joa oall14 .. aD4 1" 
take oan of \ba '"ll41D' U4 I'll t~~te 
oan of llal'o14 Iokll. 

All 1'1P'· I'll IID4 tb.il a1 IOOD a1 I 
ClaD ..... l' parapb.rall4. 

!baDk fOil 10 .... 

Regraded Unclassified



11181101' 
v.u .. : 
B.II.Jr: 

V: 

B. II .Jr: 

V: 

B.M.Jr : 

V: 

H.M.Jr: 

V: 

H.II.Jr: 

V: 

H. ll. Jr: 

V1 

B.I.JI'I 

lollo. 

Bello, laaDor. 

1W M, 19110 
··~ .... 

IOn1'7 1 I'a Jaat about to ••• tho PreDob 
All•oud.or u4 I naU4 to pt JOV 'fino 
OD tU MUOI' that .. 4hoa .. e4. 

Oh, JOO. low ooal4 JOU W1 t thlrtJ HMD48 
u4 I'll pn 7011 • 1•• or no. Bell Jut 
wal.ke4 1.11. .Jaa\ .tt th11't7 ooOOD4e. 

'I ••, 1114ae4. 

(falka adb) . Bell ..,. 1••· 
All 1"1ch'· 
I'• 001'1'7• I eh0al4 haYe 4ono U bat I 0Ye 
Jan b .. n up \o ., HI'O. 2ho anawer h , ... 
All 1'1p\, Bolll'J. I'll .t\ 87 tvn, 
4on ' ' WDI'I'7. 

low, llh1l.o I'•• p\ 70a, lo\ .. aak JOU oae. 

Jlicbt. 
I 'a 801'1'7, I aboa14 han ilona U lN\ I'•o 
MOD ap to 87 ..... now, r.- aM. ..t ao 
1oac •• ,oa .. , • 1•• u • au r1pt. 
Azol WAIIDOI'·GI'en'o JAob' the lknatlwrn 
01'0 .. , ozpeou w l•n 6aA f'ftao1ono 
•oDlcbt tor ... Ulo u4 ~ Intell1paoe 
nata ao to a.ou 1' ap. 1e • rolJic to 
Alaaka. 2he7 4on'' wa• lt.b w. 
'leah. 

low, I'• pel'tooU, w1111111 no' to 11n U 
.. lt.b. 

BS 
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Well, all I can tell JOU, HenrJ, il that 
I know eoaething about that gentleaan. I 
don't know whether JOU know, but when I 
vent to Europe he VII on the boat and 
ehadoved ae the entire va7 over and back 
and aoet ot the tlat that I v 11 there. 
I haven't got a word ot proot, but I have 
the .oet violentlJ ttrong hunch that that 
aan il acting ae an agent t or the Oeraan 
Oovernaent. 

Yeah. 

So it JOU take that action, I ehould be 
ent1rel7 and wholtheartedl7 in accord. 

Well, I'll do it and I'll do it the va7 I 
do all theee t h1ngl - - when the7 a1k ae, I'll 
Juet ehrug •1 ehould1r1. 

(Laughs) . That' s a perteotly good aethod. 

Well , that 1 e all right, 1h1 won't eall. 

Yeah. 

And then it the7 ooae around, well, we Juet -­
al I 117, I Just 1hrug •1 1houldere. 

Yeah, exactly. 

What? 

In th1a oaae I think JOU haVt everJ poeelble 
Juat1tioat1on 1hor t or evidence. 

Well, we ' ll bold her at San Franoieoo and 
it ehe doee eail tor Alaaka vh7 we'll have 
a Coa1t Guard cutter keep th .. out or 
Ala11tan vatere. 

I thi nk that ' • all right. 

That'• Where he vantt to go. 

Yeah. 

What? 

·SO 
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•••• hi 

W: 

B.I • .Jr: 

w: 
B.X.JP: 

_,_ 
2M, --·· . • ..... .-~ ._.. tllat - 11 MtifttlH tllat 

,.. sips 1• lla•e .. 11111 tatlH 111 
........ , .. u •. 

w.u1 _tlllt'• tlllt. &uwu w•11 bell Ida 
all4 U',.. ......... , 1,,-,.. ...... 
, ... llll'\ll&en. 

1 11111, 1114•., all4 wuaa ,..UCIUlar pleann. 

o. L 

A11 ftP'• ....,. !llaUe. Ooo&-ttre. 

Goo4-~. 

.. 
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Present: 

H,l(,Jr: 

Arnold: 

B.ll. Jr: 

lnudaen: 

Colonel Iau 
Ueutenant .bderaon 
lflo. Reed 
General Brett 
lfajor Lfona 
ia.lral Tower a~ 
Colonel Dalher 
lf1o, Jlalhnt]D.e , 
)lr. Pul'Yie , 
llr. Fole7 
lf1o. ltmldaen ~ 
Jlr. Wll8on, 
lf1o. BeDl'J Self ~ 
lflo. Jelaon 
Capta.iA Inua 
lf1o • !ollllg 
Jlr. Stiluon" 
lira nots 

lul7 26, 1.969 
ll:IIO .... 

Don &JI1bo~ lmow where Kr, Stiluan ia? 

Be 1e up on the Bill, dr, and I aa not 
ltll'e if he h finished. 

Well, I think n will atart. 

lflo. Seoret&rJ, we got !:fether after we lett 
J0111' office 7eaterda7 went 01'11' to -r 
place and we flnallr arrlnd at the tigaru 
here as follon: 

The im;r requir-t to iprll 1, '42, there 
are ~~ :,Planu. The 11&"7 requir-ta 
are ~. and the Brithh requir-h are 
U,375. 

We then aorted out or negotiated out the 
quantitiea that could be pro4110ed in the 
three parloda{ ipri~ li&l, October ~~ 
li&l i.nd April 1, • ana .. apllt tile 
qu.Jlhtin that I ban d.Yen JOQ abOl'a bJ 
perioda ao tbat in the lirat period the 
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Plll'Tia: 

B.J(,Jr: 

Plll'Tia: 
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!J"'I,7 got 8882; tlle 1&"7 li2S; ud the Britlah 
~. In the aeoon4 per1~~1_ah: -tlll' period, 
the !J"'I,7 got SMS; 11&"7, .l.b:lb; &1111 the Br1 tllh, 
4.886. h the laat period, the .UO., got ~; 
llt.Y)', 2'180; u d the Britilh ~6. 

Now, theee requir eaenta were aooepted b7 the 
partiea oTer there and it waa agreed that the 
British would plaoe at onoe the 1287 planea 
that haTe been in negotiation for eome little 
tilu ud that t he7 had the option of plaoing 
4200 more planaa ln order to aeet theae quan­
tities. In other wordl, the Brithh han the 
right to plaoe 4200 aore plan11 w1 tllin thh 
period ao it would aake tile quutitT 14,400. 

lowf the 111i11t wq to aq thh - I got We 
laat niltht and I began to wor'f'J, beoauae I 
think tfie Britiah are aaking a mlatake, aee, 
beoauae --

I would like, if I -1, to •peak on tlli 1 ..o­
ranchD, beoauae we han had a little dhouuion 
w1 th Jir. Inudaan tbia aornillg. 

Oh. 

l'e &leo fel t - rou '"• W• 11 a tllrow-off of 
lir. Inudaan' 1 offioe whioh for iut&noe, I, 
haTing left the offioe ouJ.r aaw ;r .. terdaf after­
noon. We haTe bean diaouuiJI& our Tiewa on 
tlllt. 

The fir1t polllt we ..ated to aake on thil h -
an4 we haTe dieoua•ed tlli• wi th llr. Inudaa 
tlli1 aorniJic - tlll tlling that wol'l'i" u aoat 
1a the tnuin£ ot our position. !'here &l'e 
two t.bJ.Dc• tht.l &l'e WOl'i7iJig UJ ou the 
freesing ot oar politlon of 14,876 p~ .. 
plu & po1alble 1820 that we han bean talking 
ot for the other ilpire unlh for dellnr;r 
prior to '42. The 11oond tlliJIC hal bean the 
l'aot that -
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HJLlPI 

l.JOilll 

H.K.Jr: 

H.K.Jr: 

Inud81!ll 

Purrla: 

Knudsen: 

l'lli-rla: 

H.K.Jr: 

Pvrlas 

H.K..Jrs 

Punias 

H.K..Jrs 

-a-

1111 I latii'Npt ;rw a '"*' llalor I.nu, 
woiald 7" ezoue u? Ia Wa J'OIII' hul­
vltlD(l 

Y11, air. 

.Jut one aeoond, plea... Ia Wa .lnl,r and 
lia'f7'l 

lo, Wa 1a .lnl,r OlllT, air. 

!'hulk 7011• 

'l'he aeooa4 th1q that worried u aa that 
the !olWila 1Jl lhe laat paracraph o! the 
.-orancba aa dictated -

We haYen't gotten &1'01Ind to that, )(p, Pworla. 

lo, but I aean •• 1t 1a at preaent dlotat.a. 

I haYen't rnn read 1t ret, 

Thil -nna.. that 7011 pn to Ul 711teriatf 

I atart.a with planea and tha Seoretai'J' atGpped ... 
I beg fOV pardoll. Oh, I thoacllt nel'fboq 
w that. 

I thmg\t 7011 wre throap. I aa •OPPT• 

I t'hmgllt that \ad been o1J'011l.ated, lll". 1J1114aen. 

Let lll". 1J1114aen fWah. I tJaovpt lie aa 
tw.ua. 
I a IOPI'f• 

I - IOPI'J', too. 
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B.ll.Jr: 

PurTle: 

- 4-

On the c.g1nu to go with thue pl&Du, the 
Britlllh han ordera todq tor 21,~ enghu. 
Up to the end ot '42, not to J.pru '42, but 
to the end ot '42, 20!589 110re. So we agreed 
that all pl&Du, Jaer oan and Bl'itlah Ml.d 
get qinu t1rat. In other worda, ;£.ethell' 
the plAne wae .&aerioan or Brl tlah we wual.d ••1 the engines would power the pia;,, tirat 
and it there wae any eurplue ot enginu at 
&n1 tiae, WI would nerotiate that on the b&eil 
that llbatenr •• l et would be shipped out 
to England or utilised in 10111 other •7• 

The opinion •• that we ought to hue a ella­
patch oc.aittee which wouU ... t o110e a aonth, 
the la1t week in the aonth, and plan tor the 
aeoond 110nth ahead, the til'et aonth being too 
close, and in our oonTerntlou thi• aorning 
Sir BeDr7 adYooated we plan two or three 
1110ntha &head eo as to glYe the Bri tillh lou thing 
to work on. In other worda, he will aul:a1t to 
ua their schedule ot planee and we will apflr 
that againet our eurplua eo that we can wr1te 
the echedule. '!'bat la all, ail'. 

lrow' do rou want to talk? 

Mar I - aa I 1&71 on thi• baah there were 
two thinga we Wll"e cliaoueaing with Iii'. Inudaen 
thle aorning. Nuaber one, 1t put en aut-tlo 
oeil~ tor a long period ahead on the uaaber 
ot plane ordera which we could hor. to place 
in thla oountrr. That, we feel, 1 bound to 
han an n:tr..al.T dangei'OUI etteot on the 
other aide. 

Tha aeoon4 thing it doll 11, it take• ~ 
tr• u a certain- or -.:r take &af ~ u, 
I t:h1Dk that h fairer, beoallle u Jlr. Inudac 
pointed out to u, JOil llhouldn't orr about 
it haYing gone unW 1t hu goae. It aight 
tate •war fi'Oll Ill engin11 llhloh todar we oa 

• 
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because the allocaticn of U.I. air!raaea 
agai.nat the french - what are c&ll.ed the 
french engi.nea1 would cnl7 caae after U. s. 
air!l'Ulel had lll.d their .how, 

Now, so far as the !irat point is concerned, 
the !reesiDg at a level which looks tc us 
dangeroual;r low, I should mention that the 
phraaiug used in here, British re~irsaente, 
to the first o! April 1942, is built up in 
this "ftf• It is bull t up o.! the orders which 
we han placed with ..au!acturera which were 
!ill-blooded up to Septsaber '42, When we 
placed them, that was about as far ahead aa 
the lll&llufacturera seemed to han to go to 
get on with the Job, plua an addition at 

the same rate per 110nth1 which JUo, Knudsen 
allowed ue ;reaterda;r o! ·roo a 110nth to '42, 
to the end of Karch '42. 

lfowi the minute we begi.n to get into that, 
it ooke extramel;r dangeroue !raa ita 
!reesing effects, J!ter all it - goiug 
back to m;r point ;restera.;r1_!he onl;r reason 
we onl;r haTe orders !or S,auu placed tor 
dellver;r up to Decaaber '41, waa because we 
could not at that tiu get froa the induatr7 
more, ae far as we could find ou~, and that 
1.a something that was just a con!l.l tion up 

to Septlllher '411 . and per~£:n:he beat 'fl&7 
to crratalllze tnu whole would be to 
aa1 that in so far aa thia freeaing o! re­
qutraaenta ia concerne~r.of which we are Tt1'7 
llllch afraid, we would UJCe to regard this 
arket aa a big arket traa which planes 
can ccae tTen U our !aotoritl are bcab~1 
which 1a a three-to-one chance pouibl;r t.lll.t 
th:r will be. We would like to work on the 
baa 1 that we - for inatanoe, we could aa;r 
to fOU firal;r, "Will fOU arrauge to aake 
8,000 plant~ a aonth? We would take thea 
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Purrla: 

Knudsen: 
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t... l..a71 1; liNl, to tu .a et DMIIIIIer •a. :m ~~:.:a a !~~~.!tO: ~ z:=:. •u, 
~ will bow 'llllel'e 1011 ataa oppoalte u ua 
irUl gin •-WDc to loot !ol'iiH to. 

~mae, n ant to get rid ot tbat ~~ 
11h1oh 1a goiug to be o&et 1ZpOil u now 
&a & result of thia !oniRl& ..a 11h1oh ie I , 
the •Jor - or ou of tu •jor poillta tf.t the 
U.X. wlll han &galut 11q 1110h &I'I'IDg-t. Ia 
th&t right, lfr. 111101lt 

lfr. Pvrle, -- 1011 ant stooo pluea & -th 
Oil lu.-.rr 1, •u, r.u • to btgh to talk 
about th&t Ju.-.r'f , •se, u.a not ill th& a144le 
of lul.T. 
T11. 

Beou.11 fOU &re jut c1oubliu.l the pro~ th&t 
we h&n got l&id out ud 11h11e it ldpt be ...U 
!or u to tell fOU .. will r to it, 1011 &l'e 
not goiug to get it, ao tha h &11 there b. 

Blat Jfr. Imldaa, did 1011 hol&r ~ poilltt Jl:r 
poillt 1a th&t u .. &1'1 - goillc bi7GDil 
s.,tlaber •u, 111a1oh 1a !ittea -tlaa &ha4, 
11p to th& pr11ent n h&n bea •MheA ao. 
to & elate llat ,.atll'dq we toot thia throvch 
to ipl'll 1, •a. !bat 1a lll&l'~ ao -th&. 
lcnr~;H11 that JW ou.'t 11t to 3,000 
OIL •u, lllllt u we haTe that u -
ala thiD t -ae- to • n ue rl&ll7 Pille 
to c~t ...-...e ad .... t ooopera\e 1IJ 
patuug JW ill a ~11 Uca to laaoir what we 
.. t ri!.flollll~ 10111 &ha4 to ao that olua 
ot a Job aa a pro4utlon ~bl~ wldola 1011 
bow 1iettll' thia I ao, blllt I alao bow a 
UtU. blt a'bcnat. I a a «erlq 'llletblr 
tblt so llba't be the blat tuUoa. 

!kt .... '!::!:f 40,000 Bl'ltlA , .... • .a-n ... 
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Purvis: 

Knudsen: 

Purvis: 

l'iilaon: 

Knox: 

Purvis: 

\lilaon: 

Knox: 

Wilson: 

Purvis: 
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Kore than that, isn' t it? 

Well, lCr. Knudsen mean. --

Well, I mean you may han to know beyond 
12 months . 

I am ta.ldng a round figure of 40, 000. 

3, 000 a month through the two years. In 
other words --

In other words, we are terrified, but this 
doesn't necessarily concern you. But I per­
sonally am terrified at the prospect of this 
afternoon having to telephone Lord Beaverbrook 
and telling him I am verr sorry despite all 
your efforts and feelings that the ceillnJ: 
of the United States for at least 20 montns 
ahead is 700 planes a month. You will either 
win or lose the war on that 700 planes. 

For 20 month8. 

It is a long While. 

We are talking now until April ' 42. 

Am I wrong about this, that a part of the 
reason you are asking thia is for the moral 
effect it will have? 

Oh, I don't think so. 

It is to make a production program - to set 
up an actual p~oauction program to be - you 
see, this word •sritish requirements• is 
quite wrong. The word •requirementa• in the 
ordinary sense of the term is what you really 
need a month &nd are willing to buy. We 
are willing to b\1{ nry, very1111ch more than 
that up to April 42. We are willine to go 
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Knox: 

Knud,.n: 

Inox: 

H,I!.JI': 

Butt: 

PurTle: 

Knox: 

PurTia: 

InudJen: 

PurTia: 

lmld .. na 
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bqozl4 J.pl'll •u, it 1t wlll ake a 'bettv 
pl'oduotion pl"'gzoaa po11ibll to!' Jrr. Imadaen 
aa a .an taoed with a pl'&otioal dittioultr 
ot cetting the output. 

We would haTe to haTe a pl'oduotion ot about 
6,000 a aonth to a11t that, 

Tbat h right. 

low 1011 are t•lktng about d.!'- tigDI'II. You 
oan•t do it. 

Oh 711 1011 oan, pardcz u. 

!Jot I bef fOUl' p&l'don, ail'. Ill h not teJHng 
a 41'1111 igUJOe; he h talktng to!' ICIUthing to 
ahoot at. 

I • talking 'llhat we would be wil.llng to put 
on the table 10 it oould be tackled. 

I • talking about 'llhat •• oen pl"'duoe. 

We Hallse thel'l will be no s,ooo in Jan~ •c.. 
I r..U.e that. It won't be aone. But 1t we 
ala tor 8,000 a -th pl'Odution, n ahall get 
-th b7 -th a lal'cer and lal'gv propol't1Gil 
ot 'llhat that h. 

We will 'be in tor all •• oan get. 

Bllt Mr. Imadaan, I UTI an idea that JOU1 u 
a a....al Jloton -;,,=Tina 4cze 'llhat 1011 do, 
J011 U..,. 1et •- that rou reall7 'IIUt 
to get 1a the tol'll ot a tipe. U rou wue 
to aq, ... will akl &I .anr 0&1'1 &I we oan, • 
fill WOliU niTtl' Cit &I .aJl7 &I it JOU lit the 
kllu1 ot 1oheclul11 J011 11t. 

But 88,000 planu we Jlaye 11t u a •oheclale. 
aa,ooo plutl tor the thl'll ot u 11 tM 
ILeclale. 
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Inua .. n: 

Punh: 

Inudl8n: 

Purrla: 

Kmulam: 

Ino:u 

B.K.Jr: 

-" -
!Jao r•aon n aro 'IIDI1'1ecl a'b011t 1t b that 
1 t puta a oelllJut Oil U of U~ plaao1 
plu tho poal1bil1 tJ' of th11 , 11h1oh 
11-

1'Jaa t 1a all fOil ocnal4 sot Q1lllll • ICJW 
it JOU are talking about --

.lro JOU nro 1t 1a all n oan soU !I w 
so boJOild into .lpl'11 •u, aro 7011 ~ 
to atato that atnor ONOI'I JOU got, tliat 
11 tho llait, booauo it 10 1t 11 not a 
queatlon ot !roo&lng. Toll £an Jut sot to 
toll Lord B.anrbi'OCIII: that tho o0111ltl'f oan•t 
produce th•. 

Woll, o! COUI'IO n atartocl out with tho 
aaa111pt1on that •• oan ..a aa,ooo plar:aoa 
!r011 now '1Dlt11 .&.pr11 1, •u, anc1 that 11 
5 000 high JOU 110. Wo put 5,000 110ro ill 
t~ro1 !eehng that b7 extra puah •• oould 

ftt t.bat 5,000. How what 7011 plan &!ttl' 
april 1, '42L~tiJ11 l oonatl'll u at all. 
Wt oan go S,ooo a J10J1th or 6,000 a almatt 
1t 7011 want, but what I -.nt to 1&711 that -

1'Jaat aOUDda ..,... l1ko a !ipl't !or u. 

Lot' 1 talk !acta htl'Oo Wo oan -.to 88ll000 
plaaoa and out ot that 33,000, Jf1V ap t 
11 U,400, •••· ICJWt it •• art solllg to 
build aa.e IIOI't plan 1 and do ... 110rt o:r­
ponclillg,_ ~ot•a clo that, blat let' a bo IUl'O 

.. sot ~· !irat. . 

'l'hat b good horae IIJlllo 

MI.T I la::irrt .,.,ltt MIT I 4o it with 
all ao t7 b-uo I aa telk1:f ill 
.,.., tiolcl, bat Ira-. hrri• ua Mr. W. •• 
tor tile tint U.. aro lqiJII -WJtc 
.. U.t toclq aD4 I a parU7 napaulhlt 
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for thie, becauae frankly I han been pacing 
the floor since 5:00 o 1 clook this aol"'llng 
worrying that with the chancee 75 out of 
100 ther are going to lose their plants 

101 

but ther will still han the island and ther 
will still han the will, that ther are not 
going to han the toola, and the time to make 
the plana is now and not to be fighting onr 
a pool which is not to be increased but to / 
han these people sar - I han urged thea to 
"1 what are fOUl' needa on the bash ot 
three out of four chance• that the7 are going 
to lose these plants and there!ore thq a.re 
sari.Dg to the United Statea now that gc~ 
on the assu.ption and loolclng at it fr0111 The 
darkest aide of the picture, ther m&f lose 
all of their production and their needa are 
31 000 planes a month when we can reach that 
and therefore - ther should han said this 
yesterdar or a week ago or six months ago, 
but they haven't, which is unfortunate. 

I am sure the productivitr of the United 
States is possible, but we cast this picture 
and have another look at itt entirel7 new 
look at it, and what I woul<1 like to ask -
as I s&j', I u very - I realize I am aald.ng 
SCii1ething which is JOUI' buaineu, but at 
leaat I can look at the th1nsc fro111 the 
whole standpoint and I han lieen llterallf 

· pacing the floor since 5:00 this aornlng -
ie to have an entirelr new outlook at the 
thing in view of what Kr. Purvis and Ill'. Wil­
son are ea7ing now. 

Now, nothing is t.poaaible if rou know what 
ther need. Thef are aa:rin.st s01111thing quite 
nn and it I mar malce the iuggeation

1 
after 

~u han had that l ook at it rou wil ear, 
ill right, it will coat rou 10 .uch for 

addit ional plants . • 

Regraded Unclassified



H.ll.lr: 

Purrla: 
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That 1a oertaill. 

That h 'llhat - after {: han had a reuon­
able •ount of tllle, t rou oou baolt u4 ....,, •m right, we oan do thi1 bat thi1 11 
what it h going to oo1t J'OII• • low, we 
would like an a!tir-.t1n 1tat-t Nring 
that tha7 are reacl,r, u4 ao forth and 10 on, 
bat there h DO u" goi11g onr the taot that 
the7 1hould han dcme it before, bat thq 
are doiDg it now u4 I aa par!i{Jei}IOUible 
tor th• doing it, beoaue I up to 
thie tiu, it 1011 c1cm' t aiDd ~ ~&ring 10, 
thq han been 1hortlighted &Doll there 11 DO 
use - the;r han got to go on the Ul-.ption 
ther are goiDg to lose their planh ana han 
got to prepare ao that the - lt the;r han no 
production, thqn.nt 8,000 fighting planea 
a 111011th juat aa 100n a1 the United States oan 
rNoh that point, and u I take it, you would 
like llr. KDildsen and h11 anociatn --

•••• to figure on that ba1i1. 

And aa 10011 aa the7 are reacl,r, gin TOU the 
tigure and rou will 1&7 -

•••• take 1 t up with England. That 11 the 
kind of thiDg. 

And gin th• a 711 or DO w1 thin a oouple of 
a.,.. 
Oh, yea. 

That 11 the pioture. 

Jlr. IDwlaen, that doea't need to illterfere 
w1 ~fb}= ahead in the -u.. u4 doiDg ne 1011 han got here. 
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Oh we are not going to atop on this. The . 
thtn; that I want to get clear here now, 
r-gQt the requirements of the United States 
down to what was considered a lllinillum rea­
terdar. He gan me the actual figures that 
he required and we added to thia t hia Britiah -
we took the total production and gan the 
British 70 to 100 percent. Now, thia other 
proposition that we talked about will han 
to be auperblpoaed on that, because there 
waa no uae of crowding after theae hundreda 
of thousanda of people are in certain locali­
tiea. We han to spread it and gat it out 
of the W&T• It will only int erfere instead 
of doing a lot of good. In other words, we 
will han to spread the onrhead around in 
different spots and put up plants for it. 

Supposing - I don't know whether it is true ­
that Detroit had not heretofore taken care 
of the South American market and someboq 
else canes to you and aaya, "Now look, from 
now on we expect to take oare of the South 
American market in addition to the United 
States and Canada. • Well, all right, "How 
1111ch do r>u want?" "Well, I -.nt - it aeana 
eo 1111ch. • ill right 1 gin me a cou.Ple of 
daTS and I will gin rou an answer, and that 
11 what t hia aeana, that you han onrnight -
since their l aat figure the7 came back and 
aay - I don' t know, let's aq we will agree 
to what ia on thia piece of paper which ia 
here but in addition to that lt ia an en­
tire1r new chapter . We -.nt thia other. 

There ia onl7 one thing I want, then. It 
you will give me the split b7 t7.Pea. ao a a 
to be able to plan the ll&nufacture, eo manr 
thia war and ao ~ bomber a. 

1Ja will gin you everrthing you need. 

l v3 

/ 
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.bd 1! JOU will tunbh .. w1 th thia aohHD.l.t, 
I will go right to work 011 it. 

It we oan get that kind of ollt:look OIL the thhg. 
it Mkea it a little aaaieP to get OYeP the 
IIOODd pari wh.loh 11 that the • don't fOPget 
we &Pe neeabg all the etatf we thoaght we 
owned, that tlieae engiue we thoudlt we nn.a 
and do Clllll1 legalb tOdq, exoept fOP noh ne.a. 
&I JOU aJ han WUOh &PI 10 UPflllt that JOII 
han to iDTolte aoae high &athOl' tJ on thlla, 
wh.loh we tull7 Peoopise aa JVV Pid&t, it 
would pel'hapa lll&ble Ul to get a 11 ltle crrv 
that hiUoale w1 th the lli lllliiatl'f in LoniOZL 
it the7 know that there in't a oeillllg OD 
what-

You will haTe to han a tlook 110re 110tora. 

We alreaq han started to produce acae liiOre 
IIOtOPI that are not in th11 thing. 

You will han to han a graat MDJIIOPe than 
that. The ratio ie 1.7. 

You r~er I wrote JOU a note laat week •1-
illg we would he happJ to go 50-50 in another 
lll!gi ue enterpriee. 

In the ..... breatht JOU called to~ attlll!­
tiOZL politelJ and roroiblJ that rou had al­
ret.dT epent a lot ot ~q. 

But I wrote JOU I&JiDc that we would go 50-50 
again. Both thine• u• trua. 

.lll right. In other worda, thia ia agreeable 
here and-

I-

I iOZL't bullr. Be baa &Ot to I&T that. II 
thia agp-bla beret 
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Toa are aatiatied on the agine aituaUon, 
&l"en 1 t JOU? 

ie the beginning ot a larger diaouiaion, we 
don't object to thia. 

Juat eo that we don't - one or both o! JOU 
tell llr. Inudeen, beoauee he and I are o! 
the .... Jdnd. Once rou eq JODl" 1110rd - 11 
that r ight, Bill? 

t ... 

Let ue 1&7 then what, llr. Seoretar7 -­

I told hia I would riWl"ite it. 

llr. Seoretar7 --

He told me first it wae all right. 

The nut thing we han aakedllr. KDudeen 
to do this IIDJ"Jli.ug 11 thia: The it• ot 
British requir...nta to the firat ot ipril 
'42 11 ar:ted at 14,375. We wel'e diaouae.lu.r: 
the •tter Jeetel'dq aDd we pointed oat tha{ 
we had not the figvee for certain p&l'te of 
the Bllpil'e. ife han aaked hare thie 110l'lling 
to add 1820 to that. He baa aaid that he 
will tl"T and clo that , but that he ahht -.nt 
t o auggaat that .. take 1t 1a mocltea-dolm 
p&l'ta. 

To IUl"TeJ the field and 111 it I oau get 
moclted-clolm plau11, I O&A't get th-. 

So that perhapa lhoul.d be added to thia -
l'&Diba beoauae it 11 a 11parate point that 
haa been dbou .. ecl alnoe. We llight perhapa 
aake a recll'att ot that. 

'rhe aeoond po~~ we -.nt to bring oat 11, 
Wore we f1Jiall7 11ttle, thia l..Ut pancnpll, 
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aa we 1111llerat&D4 it, do .. go be10!14 the 
principle that •• agree4 , .. terclu - or 
aiiOUIItd reatel'clu. I woa•t ~ lt ... 
finallf &gl'eH. U clOtl CO bt7oil4 the 
prinoiple that we clilou .. eclreatel'clq that 
we will not be lmrt eo tar &I uiathg orclera 
ue oonoel'l114 in that tor the euclnea that 
we hne taken O'l'er tr• the Frenoh we onl7 
han a right to cliloua the po11i'billtr ol 
gettlnc - ot tho .. aa aiaU1111t trca belJic 
able to aport thea aa noh to U.l. t.._. 
without queation. It that right, llr. Iaa­
aenT 

It h prett, long. I will haYe to han it 
again. 

Well, reaterclar when we talltecl -­

Wbat about the pieoe ot paper? 

I want to 117 that that h rq UDcleratena!:tct 
that this lut paragraph ot roura 11 int 
to go beJODd the diloulion .. bacl rest~ • 
.U I underatoocl the clhoualon we hacl rea­
terclq, it na that OllJ' exhtlDg orclera wald 
not 'be interterM with. 

Order• tor plaae1 or tor IDglneaT 

For aJITth1ng whioh will gln u 80re plane• 
and ucinea. will gln Ul planea it we oan 
get thea into !Naea in hglandJ or in other 
worcla1 aa a praotioal •tter, it the U. l. 
Wel't U oable U1 t.GPI'Oir IIOI'IIing aa;riDg 
we han enouch U. 1. tnMa oalng thro:z:ii 
to talte O&l't ot aore than the FrtDoh 1 
that 7VU han, th11 woalcl pPIYtnt OUP pplAg. 

I will agree to that aa t&P aa the •c' nn 
aoballf Oil oriel' • 
• 
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That is right, eo that it does go beyond 
the principl e that we talked yesterday and 
we hoped, o£ course, that we would be abl'e 
to hol d the ground we already had both on 
completed aircraft and on engines. Is that 
right? 

You fellows have got to look at each other, 
because I haven't been sitting with you. 
Aa long as the two of ;you understand each 
other, I am perfectly happy. 

VTell now, I think here at this point, having 
pointed out that he goes past that prin­
ciple --

We agreed this morning that we will set up 
a crowd over in ~ place consisting o£ a 
represent ative o£ the Britiah, a repreeenta­
ti ve o£ the Army and NaT;y and !lead and ~­
eel£, that we would - the last week in each 
month we will have a meeting and decide 
what surplus engines there are with - for 
the second montli following and Sir Hanr;y 
Self suggested that that 'De extended to 
cover not only the second month following 
but the third and fourth months following 
and I said that wss all right. 

And the fifth and sixth. 

Well, we will get acme more. 

England can' t possibly organize their plane 
productlon unlesa they can see the engine 
deliveries. 

I wasn' t in on this, eo ;you people --

The principles, I understand, you agree to 
the principles that a plane must have an 
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engine, either a Britiah plane or an Aaeri-
can plane. 

'lila on: You tell ua thet thet b an abeolute prioritJ 
to anJ dhcua1ion. 

Knudsen: Yes . 
/ 

Wilson: We accept that and then this morni~~g we agree 
further thet ru will~ frames and engines 
110nth b{ aont or quarter 1 quarter!nif JOU 
lllce. ou will ~ frges ana eng el ana 
then JOU han rot -t engi.n .. left OTer for 
that period. ou aa7 to ua •Get th• out 
of the count~ we han no hhre1t in th•, • 
and eney SO 1 we will repeat thet proceu. 
That 11 correct, ian't it? 

Knudsen: That ia correct. 

\Vila on: Well, I take it thet the feel~, in theorJ 
at least, baa been reaond b7 t e diacu11ion 
here thia 110rn1Dg and thet being eo, we can 
base th11 propoail regarding engiu1 a ll tUe 
bit better than we coUld haTe Jeeterdar. Yee-
terda7 I juat didD't lmow what to aa7. I han 
rot a man Oll the other end of the wire -.lting 

r ae to talk to hia and I han been dodging 
hill for 48 hour1. 

Knox: 11r. Knudsen this object now outlined, there I ia a r:••iblllt{ inTOlTed of a huge inTeet-
aent expande plants and n .. !actorie1 
ana the peor!: who are going into thh bull-
neaa are go to require IOU aoneJ to build 
theee hlazita. How 1a thet going to be takan 
eareo 

Xnudaen: 11r. Korgantheu 1111 I aholald gin the Britiah 
a figure and I ahall gin th• thet ligwoe. 
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I want to set that up separate now, engines 
and planee, 3,000 a 110nth. 

So ae not to interfere with getting ahead on 
this thing. We hanJot a contribution tOII&I'd 
this in OUI" joint de on the Rolle Ro7ce en­
gine. 

lfl". Kmldaen lllllee at the figure of 3,000 a 
1110nth, but I don't need to tell TOU that that 
ie the popular figure for the GelW.D production. 

But not the ti"Ue figure for the Ge~ production. 

\~t is the ti"Ue figure? 

Can TOU tell me the ti"Uth? 

I haTen•t been there, no. It le 2200. 

We han got to the point that we han fooled 
ouraelTea 10 l ong --

You won't go wrong on S, OOO. 

Then if lt la 2000, S,OOO eounda good b-ull 
the7 han got to do betttr than the Gerana. 

We &l"e loalllg OUI" plan" eTer7 da7, T11"7 
rapldl7. 

There ·ia one thing I would l.lke to point out, 
if rou people underatand each othll"1 and that 
on our prograa, engine upanaion, the lfaT7 ia 
short 45 million dollars. 

We &l"e short on oUI" preaent prograa 45 llilllon 
dollara. 

For plant upanaion. And it 10u want ae to 
help, I will be glad to help. 
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Knox: We are certalnl7 cla4 to help. . 
B.K.Jr: And I want to bri~ that to the attentioa 

of the liaY7 now, t the I&YT h ahorl 
45 ailllon dollara for plant axpanaion. 

Tower a: !Jointed that out to llr. ltnudaen , .. teraa, 
fot hia pel'lliuloa to 11&7 that that 

•• he &IIOUilt of_., that he wanted fOl' 
the ·"1· 

B,ll.Jr: I think all of ua oapt to get buq and get 
it for the liaYT• 

Brett: Jlt.7 I .Ue u. obaerfttlon, liP. Seoretar,, 
lust in t•lking about plall.t ezp&ll.8ion? 

ccording to 'a3 figvea &ll.d the do~• tba t 
I han, atarting 1i Jll.roh and ~fri - J.til 
all.d llaf all.d Juza.e of 19(1, •pe•"' ng of t 
~l.ant e~ion which haa be~erforMd b7 

e fore gn cOUII.tri•• ill. the ted Statea, 
the fore~ countrha, J.nglo-Frenoh, are 
f:.tti.ll.g engin11 a• o~d to 200 of • u. s. Jn:t. Ill. JlaT of i.60o the .lll.glo-
Fr&lloh Gon~t h getting :f!:" 
ua the u. s. r.-h!' settl11g 20 111g •· 
Ill. Juzae of 19(1, ~Fr&II.Oh Pvohaaing 
C~aai011. 11 gett~ .::&!" 1111.der 
order aa CCIIp&J'ed w1 40 1 for the 
United Stat .. Gon~t. 

Punit: General l!l'ett, woal4 1011 be -

Brett: t'hoae are the oriera which are now 'llll.l!er 
oontraot bllt which ao.. II.Ot inolude &ll7 
tlatun ordlra. 

Pul'Tia: I aa glad to hear aauthinc aid to illd.1cate 
tba t CIIU' bUJillg hatD' t belli. quite 10 b&4. 

I!Joett: Tour bvJ1ng !:au belli. TlrJ, ":!{ cooa ben'llle 
.. han turnilhad onr a pari of 20 rear• 
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a triiUI1doua aount of plu.t expaulon an4 
production an4 in the aprlD& ma .-er of 
l.94l. that plu.t expanlloa 1a golJig Te'f'1 
nearq entlreq to the Anglo-Pnnch Pv­
chaelng Caa.i11loa ae ce~~pared with the 
J.rrq orders, 

What .anthe were rou taU1ng about? 

I •s C}lOtiJig the 110nthe of J.prll, llaJ, .Tun. 
of 194l.. 

Well, what ldnd of engine• are JOU talking 
about? 

I am tel kl ng total engine order a. 

You haTen•t placed JOUr' ordera, le that it? 

Y/e han not placed our orders ae Jet. 

Look OYer rq shoulder. 

(Dlacullion off the record) 

lq figurea are right, aren't theJ, llr. Secre-
tartl 
Yes. 

Thank JOUo 

Well now, as I underetand, JOU (Inudean) 118Jlt 
them to gin JOU a breakdown on theae 3,000 
engines, is that right? 

3,000 planes. 

low, what is a reasonable tiu to a:peot that? 

lfow, air. 
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11011'1 

I .. an, do rou 'ftllt the baah -

llow h a lonl7 word. 

Espeoiall7 from an;rbodf who has been up si.Jioe 
5:00 in the moPillng. 

Go ahead, air. 

600 single engine puraui ta; 400 twin engiu 
pureuita; 400 din bo.bera; 600 twin qgi.ne 
mad11111 b<11bera; 250 liUl.ti-engine 1~ range 
bombera, two or tour e~~ginea, aooordlng to 
the beat perfOl'III&IIOe 70U 0~ set with -
phasie 011 loDg r&Dge; 250 fl71Jlg boats. 

Ia that two engines? 

Yea. 500 adn.nced trainers. I put 110 ele-
1UDt&J'1 t!'&iners in there because I th1nlr 
Canada can take care ot that , 

Are rou interested in the twin e11giu trainer 
or i1 that a single e11gine trainer? 

I put 500 adn.nce trainers. 

I didll't aplit it aa betwem the ai~~gle and 
twin. It p>u_ 'ftllt to apllt, rou had better 
take 200 aillgle ana 800 twin. 

llr. Purrla will write u a oCIIItu.ing letter 
011 thia? 

Yea, aakl.ng rou to tigure out tor ua a capital 
e:r:pa~~~i 011 progna. 

I thilllt 70U gantleun' I Slllll of lwMr b good 
enough tor u to 1&7 that when Sir BIIIJ'1 c ... 
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throvch b7 aaJillgi "llow, • I aaid to ~g~~elt, 
"lra)'be Ezlilan4 wi 1 win the wu 7et. • 

Did you aay 304 two- engine tl'&inere'l 

SOO twine and 200 elngle • . Spll t the adn.noed 
trainers 300 twin englnll ana 200 elngle 
enginee. 

Do you want to dD it again, Sir BIDJ"1, to ake 
sure neJ7thing il there? 

600 eingle engine pureul h; 600 twin engine 
pureuih; 600 din bolllbere; 600 twin ~ne 
mediun bcabers; 50 llllltl-end.ne lonf range 
bombere; 250 tlpng boa~•; 250 eing e engine 
adnnoed trainers; 300 t1I1J1 qine adn.noed 
trainer a. 

Now, ;rou want that oonfil'lled in a letter but 
in the meanti:m.e rou will llllke ;rour plana so 
that ;rou can tel th1111 in eneral da;ra or 
whateTer is reasonable? 

We will get the letter onr toda;r, sir. 

They will get it OTer there -

.lnd at the sae t.1.u 70U will contil'a the 
&J'J'&JiglliWlt'l 

Yea. In Tin of the dieou11ion that took 
place here and what we eald on the way d01111t 
lt 70U will allow us, we will redraft it an4 
eutalt it to you for your appronl 10 that 
we are - our ainds are together. There will 
be no difficulty ia tl'&Jlelating the paper. 

For your apprOT&l. 

You are not going to change the original -
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Oh re•r jut to ol&rit7 it ill the llgb.t ot 
the l.&ur diaoul10111 thia 1101'1111lg. 

Thb 1tanda? 

T ... 0111' llinda are together. It i1 urelJ 
a •tter o! exprenion. 

The figure l8ro polllt about the li'llpire plane• 
that we talked about. thilut• of that kliul. 
urelJ the thiDgl that we UTI di1olll1ed. 

ill right. air. 

.And then JOU will rejHt that or not t de­
pendlllg on how well we han axprenl4 it, 

l(ay IJuat a&J thia. and then 7011 (Knudsen) 
will n him a brl&kdcnm. of how 1111oh it 
will ooat. is that right? 

!11, 

Jla7 I aa7 thia about what we did after JOU 
latt, The nenpaper un aaw thet JOU were 
heu and I had rq an oall 1IP neFJ one o! 
the oftioea and we ablp~aid that n were 
here to IJDChrODiae the • blat it - 0110e 
thia 1a r~1 - I_ th1.nk th11 1 a •gDitioent 
atoFJ and I tli1JIIt 1t ought to be TU'J O&l'e­
tallT acme. PllrTil and it rv people would 
vite it out and ~Ill aubai it to lfr. lAud­
sen. I ih11llt• and U., an4 la"f1• I th1ak ru 
ban got a great atOI'J here ana I th1.nk i 
oould be held ana not leak out and then e&J. 
•rua 1a wbat thq are go1Jic to do. • and ao 
forth. 

There will be no leU: aa far aa I aa ocm­
oel'IIM, 
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lo, I bow it. 

llr. Nell on, do JOU want to add &Dfth1Dg? 

No, I th1Dk it 11 perfeotl7 all right, 
liP. Seoretarr. 

How dOll it IOUDd to JOU? 

It ao'lllld8 oltq. 

.lPe we goi.Dg too taat'l 

lfo air, I th1Dk not. 

I th1Dk if that 1a 'llhat thq want, that 1a 
what we will figure on. 

Colonel Knox? 

I .. agreeable. I th1Dk fOU .... co~ alter 
illlpoaalble tigurea, but go ahead ind !17 1t. 

Gmenl Arnold? 

I th1Jik it 1a ou ot the b11t thiDga we llan 
doAe ;ret. It will gin ua aouthi:Dg to &hoot 
at. 

.ldairal 'l'owera'l 

hd it doean't .Ue ua !old up on the other 
aide. 'l'llat ia what we were afraid ot. 

J1t.7 I -uon Kr. Seoretan, that thb 11 
oonaidenbl7 1... progna tiWl we bad pl.amled 
1n the lhdted I!Dcd• ill 1M2. 
Som we han to nile the aate. 

..... I onrloobd ~ ao woalc1 llke to 

..,~ 
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Knudsen: Kraus, 1QU had better 1&1 ICIUthing. 

Knox: PurTiat rou fellow• han got 10ur teeth 
all se or a nioe large lUll, 

PuM'ia: Oh 7es, we are used to that, 
/ 

Knoz: It ia going to coet like hell. 

Purrle: 'l'he war ia coating like hell IJI1R{u and 
perhaps if we had let 1 t coat a li • 110re 
earlier, as the Seoretarr aaid, it would 
han been better. Bowenr, we thought we 
had other reaaona - we thought we were on 
a desert island with juat ao ~mch food and 
we had to - llr. Hitler baa told 11.1 aOIUI 
things. 

B.l.!.Jr: I would like to &&1 thiat gentlemen: I 
han eat in a lot of mee iliga. I think 
there baa been one of the beet •airita 
ot ~aeet~haTe ITer atten ed here 
and w t the ah are aakillg ua to do 
~f!rre enoourag•ent into ae than 

that baa happened this {ear. I 
t ere ia a chance. It la he aoat 

hopeful thing that hu happened, 

Punia: Thanlc rou nrr Jmch. 

(llr. Stimeon entered the conference) I 
B.1l. Jr: I think if llr, Knudaen could pouiblT l1lll 

)g what happened here thia 110rn!ng tor 
• Sti.Juon. 

Knudaen: llr. Seore~ I 1hink rou were ahown last 
night the Jo ta "freed on and the laC,t 
of produo on unti !pril 1, 1942. 1 

~poaal thia 1101'1l1Dg hae been ao:3ted. 
enf'Tbod1 oonoei'Ded, with the eratandiJic 

Regraded Unclassified



Stiuon: 

Xnudaen: 

Stl.Juon: 

Purrla: 

Knudsen: 

H,lr,Jr: 

Stl.Ju011: 

B,l!, Jr: 

Stl.Juon: 

- 116 -

that •• will add 1820 .ore plmt1 llhioh we 
han got to tr7 to find end llhioh I • 
hoping to get to the Britlah ill a booked­
dOIIIl atate, I 1a g~ttlng two welka to look 
that OYer, 

On top of that, at the direot request that 
has bean ade br Saoret&rJ llorgenthau this 
110rnlng o! the Bri tilh GoYei'IIMIItf. there will 
be auperi.llpoaed on that aoheaul.e t11a t 7011 
han a oopr o! a production prograa o! 8,000 
plan81 per -th for the Br1 tiah aoo01mt and 
I han 'been Nquested to eatiate the •01mt 
of f1mdl required -

What? 

The .. oiDlt ot 110ner required tor a progra 
of that sort, this being atriotlr a Britiah 
IUldert•king, aside tram Gfthing elaa, 

Whan do ther111Jlt delinrtf 

Ju.uarr 141, 1t po11iblef but •• are quite 
aware ot the taot that h won' t atart quite 
u earlr aa that. 

It 1a out of the qu81t101lll Of OOUI'II, ll7 
l&DIW'T '41, but ther wi talc• the oapaoi tr 
aa, 1t aacl when we om get it, I underatand. 

That 1a the ato1'7. 

So tar aa the original progra 1a oo110erned, 
I • Tl1'7 glad J'OU reaohed u agra-t. I 
t elt 1t a Tt1'7 good aolution, Jfr. Seoretarr. 

It 1a good spirit Gil all lidea. 

I • 111J'e of that, u.d aa tor this other 
prograa, I hope it oan be-

117 
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PurYh: 

Stiuon: 

Purrle: 

-?:1-

We wanted to untreeu the dtatioa. We 
were terriblJ atreid ot the atteot in 
London of harlDg noh a ..U oeillq 
about ua. When fOU set into teJttnc ab011t · 
142,. !• n.nt to realJ.7 cet into the killd 
ot uung that would lll&ble ua to ~t 
Gel'II&DT• 

You are looking tor that laat battle. 

1... We thould han looked a little earlier, 
Kr. Secretarr, at Ill'. 1Cnuda111 properl7 re­
lllinded ua. 

ll8 
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... asa1 

l!ho leoro\NT of haw, 

'1Mh1Jtc' ... 

11rl 

l Ull rofo..- to \M ~··• wlacfta 1o. m ot 

llll:t U , lMO, recar4111c tllo nolo ... of ..,llar fUlda of \M 

..... J'Juooo o ltalteao 1a •• Tom, 1a o .... r to ...,. a •u.r 

GOninc a 4ollar 4roft ......, IV till Jaaeo "'-• o U..U.. 

opiJiet J, S.a17 Sollr•r Jenlr1ac OorporaUoa of 1ft Toni 

0fllo lloaoi'Qlo 
l ottorooa Wfe17, 
AMrt ... ,,.,,,ef•• 
:ato De 1-tro. 

"11\ll tlllo lo\\or w wl* w ~at Toar ._u...,. 
l o ..._ \M o\epo 1lllicll7""- .._-HaT 1a or6or to 
lla,.. 11'Mnw4 \M ~of tJI $1A,OM.?l,....,.- \M 
lluoo "-• o ttaueM epiut 3 . ~ hUMOr •p!r1ac 
CorpoaU•, ... •Tom, reforrl..ac lo \M ~4 •uftl7 
of lila !0 por o•t otfloial a bnp, 'lllt.1ela -• Mloaceo 
llloroforo, to \M .. ...,. of till llrallliae .... reMPt. 

•.t.auolpaUac nr l>oo\ u.e.aa for 7IJ'OZ 1<1114 al\oaUoe 
to llllo ••wr, 110 ~. 

'fel7 \raJ, J'IJ'OZO t 
o4) :rr-1 .. ~ Aboe 4oo ..,_ llUio, 

DS..Netor of 'lro!:e•ae• 
.lll>ofto .. 0.\re ..,._, 

Cldet. ··=· .,.. ....... 
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PJJuent: Xr. Jo1111g 
)Ira. nota 

121·A 

Jub 24, lMO 
8alill a.a. 

BM Jra I aa thorough17 dhpated with the 
.li'D!\V and witli'lli'. Inudeen. The7 aillplj can't see IJIT 
farther then the end ot their noae. fblei:ea~~~ heN .JJ 
is terrible - it sblpl.)- sickens u . (UA-""'- ,.. ;;1.~ .... ~·· , .. 

Now, I'll tell JOU what I've been tblnklnfn 
about thh moming. 11hat I want h ab aeparate eng e 
ple.nte, each one with a capacit, to build 12

1
000 engiue 

a year ot 1000 HP or onr, hal! ot which w11 go to Eng­
land and hal! o! which we wi ll keep. low the wq I 
figured the thing out h thi11 Curtin Wright, In 
Jersey, Curtiss fright, Ohio, two General Kotora, Packard, 
and one other compa117. You seet And each ot thoae 
factories should receive orders up to 1,000 engines a 
month on a two-ahi!t basis. We're war abort ot that. 
Then it we have that, that means that with six plants 
each producing 1

1
000 engines a month we would haT,e 6,000 

engines. That w 11 mean we will glTe S,OOO engines a 
month to England and haTe 3,000 tor ouraelTea. 

When Xr. Roosenlt finds out what the prograa 
is he is going to go right through the ceiling. Th'7 
haTen't done what I asked thea to. 

~~ George Kead called • • up. I haTe been 
sending hla0ii'fa1n inquiries with re"ect to other foreign 
orderat and he said it is going to take so.e tt.e, that he 
still doesn't know what the air tr ... capacit, ia. 

BM Jr: 11hat di!!erance doea that u.ket The7 
should get itir£ed on thie other thing. 

I talked to the President laet nl1h~ and I told 
him how thing a were going, and he a aid, "lf:r ClOd! BaTan' t 
they done that 71tt" There'• juat aoaething wrong aa.e-
where and that'• wbJ I'• golag to have Irau• and . 
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Towers up alone at 10&()0. I nat to lee thea alou. 
You, .. , 

~~ Thq' re all right. The trouble there 
it aeeme ia'illli General !mold. 

Ill( Jrz Well, Toweu and Iraua are ooaing en­
tirelJ alon8"lii0auee Iraue mon what ll.ad 11 doing it 
ID7boq don. Be line with h1a JOU mow. 

~~ <11, 711, he mowa all right. 

Ill( Jrz So I'a going to find out, and Tonra 
ie .., bn t 1iit. 

TOIID8:1 Be'• all right. Be reallJh a aquare 
fellow. 

Ill( Jrs But I don't lr:now what the oapaoitJ of 
each of the..-p!ante ie toa., and how a1n7 order• the7 baTe 
on hand. 

Tol!!lll Iraue baa all the figurn 011 that laid 
out aa it ia now. 

Ill( Jrs Whitt 

~~ Iraua baa all the figurn 011 that. 

Ill( Jrz Be aeeu t o oar1'7 a lot of that atuff 
in hie bead - neTer ae ... to haTe a lot of figure• written 
down. 

~~ Thq han a prettJ o011plete IUI'TeJ. 

Ill( Jrs Well, gbinc Jllad the beat of the breaka 
I take 1 t aii""''ii baa in alDd 1a he h t1'71nc to aake what 
be baa go aa far u it ca. 
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~~ Sure . What I wanted to do 7eaterdq 
afternoon w~ talk about theae other foreign orders 
because he might be able to get another 1, 000 enginea. 

HI( Jr: What I 11,1 11 th11 - if Gel'IIWIJ has a 
capacity of_!1000 unita1 we should haYe 1500 units. If 
they have 1~, we shoUld haYe 2000 and ao on. 

Kra. Klotz: PurYia said that 7eaterdq. 

HI( Jr: Yea. The point h thh - it ia onlJ 
a question or-EIRe before aoae boaba are going to hit the 
Engliah airplane planta, and here we are doing nothing, 
waiting until they hit a plant. 

Young: That' a what Korria Wilaon aaid. 

HI( Jr: But it' a juat ridiculous. I aean • • • 

Young: We can do it all right. 

HI( Jr : The President - if he had left it to 
me I would haYe done it and it would haYe been on the wq 
now. This person doesn't want to do it for this reason 
and that ?eraon doesn ' t want to do it for aaaeother reason. 
And it's just terrible . 

(To Kra. Klotz) Walt until 70u aee the telegr .. 
I sent the President this aornil~J. It'a golH,iirectq. 
I dictated i~ onr the wire . (~..:- ~-<U;,r-) 

Young: AnT aore lnforaation on that aeaof 

HI( Jr: It ' e a good •ao but it gina me the 
whole picture and it 11 li11plJ aioltening. It ian' t 70ur 
fault. The memo is good but the atuff that ia in it ia 
making me alolt . lll r ight then. Don that hit the bell 
with ;you, Phil 'l 

~~ 1baoluteq. 
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IDl Jr: Oh, yea aomebodf told me you c1111 1 t 
get thia fellow Buckley. Bow are you coming along on 
tbat? 

Young: Well, yea. Jerome Frank aeema t o 
think • • 

IDl Jr: Dictate a letter !or me to Jeroae 
Frank. You-.r!te it !or .e to Jer ome Frank, you aee? 

Young: 111 right. I ' ll be glad to • 

.......... 
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Botu on Collterenco in tbe 
Secretar.r'• Office at 10115 A.M., 
Ve4JI6oda\r, Jlll7 24, 1940. 

!b.oee preaent, the S.cretN7, a.-ra1 Brett, MaJo.r lo'on, 

.I.Ailll.ral !onro. Ceptain rr...,. . aD4 M1'. TOUilf;, 

The Secreterr opened the collterenee vith a general ot ate­

Dent thAt. aceordlnc to hi t lll1'ot'Ut10"' tha aircraft proc:ru 

Wl<!er the direction of Mr. IDu4aan aDd, ..,r, opec1tleall1, 

Dr. llead ha4 DOt ~n prosroninc Tery fut. Be oaid he dld 

not !<nov what the r eaoon ,... tor t ho delq; thet he did DOt 

th1Dic IIII1Ch hed boon aceo~~pl1thad. Be aeked Captain rrauo 1t 

they vero otW thlnldne 1A toraa of the orJ&i,.l progr• tor 

50,000 planet a 1&61' ao outl1""d vhon li'aue - Maad vere work­

in the flroaour7. lrl'aue repl1e4 th.t.t tho7 voro t olloviAg 1t 

gonerall7, but thet the7 vere 01117 abootbg at 40,000 pl..,., 

per year. 

!be Seerotfl1'7 etateol that boo """ted t o be porfoeU7 f1'aDic 

wlth OTor )'bod7 pruent aDd to la7 hh carde on the table. Be 

a4decl that he tho1J6ht eTar7bod7 in tho rooa ialev that he eonld 

be truotod aDd that he alvqo pl qecl fair and abon boarcl, lie 

looltocl opec1tieall1 at Oe""ral Brott oa4 r-ltecl that he llopecl 

tho General reallsocl that at be eertainl1 aboulcl froa tho earlier 

eontaeh "h1ch tho7 ha4 hed vhile the aircraft proc:r• VII b tho 

hancla Of tho !rOAtury, Vhert'GpOn, tho Soerotl\1'7 ulte4 IT&r7b0d7 

to take tholr hair clovn And toll hl.a Juot vhat tho7 thought tho 

trouble ..... At tbet voint there vu an b toraiuion ot -oxi-

11Atel7 ten al.nut oo vhiie the S.Cretar,r talked vith tho Vh1to 

Houae on the tel.phone. 

llbon the grQ'Gp reeon.,.n&cl, . tho Soeret"1'7 otatad that be ha4 

bee:> awfl1111 vorrlecl about ..,..t hed occurrocl at tho colltuODCo 

v1th Inudt0l1 the proeeclin& afternoon ao 1t tonclocl t o r ..... Air­

craft, )>lane &n4 encino production in the Un1to4 St&tu. lie . 

a44ecl that he hed beu &volte moat of the nl&bt t hinldns oTor tho 

probl.., oa4 hed 11 tora111 boon pacinc the floor tlDCo 15 o 1 clock 

In tho aorniDg. J'tuoth ... , that he ha4 talltocl vith tho Pru14ont 

the prococling eTonlnt; about tho whole •tt•r. 

'!'be Secretory ftCa1n outlbecl vhat he uncleratoocl to be the 

J'relidont 'o poliq CODCIInliiiC tho O'GpOl'illpoaiQC Of the clofenoo 

progr ... on top or foro~.&~> orclara . !'he Secretory oA14 that boo 
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...,., .. ..., .. ....a..-,...,~--- ....... 
ool- tM ,.._lal ainnft lllllM .....Str Ia .._ lllltel 
1\&\00 f• \M •Jrfp r- lNl, .-1 ..... fW ... •J ' 
,_ lHI. ,._ tlale wW ....U '- _.._ .. tel \M .....s­
_._ t• tM .Anr, * re_.u nla fW tM .,., _. ... 
_..ret ...U.• •.,... m \M ... '"*· ........._ ..... 
1earet1117, .- net -u '- • --. h' • '*~* ...u 
·~ •• _,_. ... u.r.,.p apeul• of lllllM Jll'lbaU• 
011PMU7, 

.................... , ...a.& CllpWa .... - -
ac1» pr .... u .. ..,..StF m ..... _,. r- lMl &a .._ 
to .....v.to tM Jli'ID ' • _.,_, *"=• ala -..Je .,. 
,-Maat.u-1 

...,, ftpiMll• Otldr Iw 1Ml 

(1) Pratt Allal'-17 11,000 

(2) o.rtl• •lP' 
(hU•-plut) 11,000 

( :S) Oanlo• ,..!f'' 
(Olllo plat 1,800 

(4) .......... 4,000 

(&) .&lllooe t.mp 

"''el 41,100 .... ~. ••• 
.. l I a,aoo 

...., .......... 
Widt' 

a. ....._._ taUe le &em•l•M ... • ... tMt Utat 
"-ra1 "-a - •• &a a poeU&• • IIW1F tM .,. fttllln­•et• at .. ''-· a. ta1raMI:r =- • .. _, *' h ..U 
11. .. M- a •• 'h'F ullth'e e1 Wl-'M -1111 ... tall•• 
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vlth Jom>Ny, 1941, ~mel extudlng thro11Ch Docoaber, 1942 • 

.lda!J>al !Overt oald that hie Ylev of tho vholo procraa aa 
Tlwoallltd by Kr. luu4oeD vaa a qaeetlon of croatia& the aocoa­
oOTJ proc!DcU on nlocHy. Kr. luu4aan rlraall&od a l>allmcecl 
procraa of co,.,loted o.irpl~m~o iDchd.la& accooaorleo. It ""'" 
that b&lMcod procru, MCOrdlng to .ldJI1ral 'fowero, vbich 
1~ . [ nudoon hod in m1Dd when ho oo.id that t hlo country could 
produ.ce 30,000 pl&Aea in two yeara . 

~ho Secretary oaid that ho did not agroo with Mr. Xaadoen'o 
point of Ylow or with tho ~ in which the p r obloa wao attaek»d. 
Briofl7, inotoad of otatinc bow .ncb the countrr could produce , 
tho requ.ireaonto of the Arot:~ aDd !raYy pluo thooo of tha BriUoh 
ohould be aocortainod !trot aDd than tha e<q>acltr of the coutry 
ohould be denlopod to MOt the requir-nto. ln t his ~. a 
dt!W to so&l vou14 bo eot to ohoot at repr<llooo of facllltloo 
prooently aYailablo. 

~o Secretary aokod Ct!pt&in l:rauo ao to vhat wao tho aottor 
with Geor~o Woad, ad4ing t hat he f elt ooao rooponoibil.lty for 
Mend inasmuch ao ho had orl«iD&lly brought bia to Yaobington. 
Both Co.pto.in rr""' aDd M.mirf<l ~woro ropll ed that the7 t bo"&ht 
ltead to be an excellent eJ161nter and a sood """' for the Job. 
Co.ptaln lrano O"J>haohed the !>Oint, bowenr , that Mead woo work• 
IDG under a detinUe diroctln on a opeciflc procru. ltrauo 
addod that be know Mead woul4 cooperate 100 per cent in vorkinc 
out a procr,.,. vbether 1t p roYldad !or 30,000 or 300,000 planee. 

C&!)to.in rrauo &lao pointad out that Noad bad boon TOry 
vorrlod OTer the Pratt & Whitney p roduction oltuation. !T.ldontl7, 
tho Pratt & Yh.ltnoy peraonnol hao bocoae n ry thin. oo that the 
COIIIpMY 1a A!'ra.ld to so abaad on an expanolon procr .. at leaot 
to tho ortont Of bulldll\1: aDd -181 a plMt in the 111ddle 
!toot t\W&7 from ito boat t:round. Curtin llrl.«ht, on the other 
htuld, t!Ud Ct!ptaln l:rawo, bad a lo.rgo aDd okilltul peraonnel. 
oo thst that CO"JlA117 wao qui to roadr to build a new pl""t in 
Ohio aDd to go aboad on ouch .., oxp~moion procr ... 

Gonoru Brett otatecl that bo t hought tho crootoot dltf.lcul­
tloo at tba preoent U110 vbich wore hlndaring the aircraft procru 
voro tbooe of a legal nat ure pluo tbooe crllltecl by rod tope pro­
codure. 'ilhe Secretary ea14 tl>at he reuhtd that thooe d.l!tlcul­
tleo oxloted IUid that ho had non choclctd vltb tho ~t lla:re"" 
to fiDel out tba auabor of pl..,..o tor vb1ch appropriaUono bad boon 
&pprond for bot h tho l.rO(f ~md tha !raYy. Be pointed out that at 
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P\u'Tto vaa......,. otwtl..t u4 UDCoaeo1""*1T atarh4 to 

o'bJoct. file Secr.ta!7 aa.ld, "Doa't VOl'r7 ...,.t U.. -Uaor1~ 

uon - tato !ort,....lpt lloaro - tate -U ..,., lloJIIIaT, ,....•u 
got 1t all right. • 

Pvrlo aa.14, "Do ,.... -.at. • !lnl on ... to l:modoon 

tor ~.000 plauot• 

"You • .. got to 4o it,• ropllo4 tho Secrot...,., 'l:modOOA 

_, qui'b'blo o....- l, 200 plaaeo lnlt he 011111 t 4o 1t oe 3, 000. 

Pan tho 'ball to b1a. • 

"lllo4e1 t I 'bettor oq 2,1500 plaaeof 0 qurlo4 ,......lo, oUU 

oot crupteg tho •cb-. 

IIJ'unio, • aa.14 tho locrotU7, '7""''" got to 'blu!t; oUct 

to tho 3, 000 pleMo alll4 put 1 t up to rm.4ooa aa thoQCb 1t vara 

an otter JOU he4 'boon tb1~ al>out for voeta , Arter all, pN't 

or all o! 70V Bl'1t1oh F•4,.,Uoa !ac111Uoo will 'bo 'boal>..t -

thlo coUDtl')' boo got t o tate cN'o o! 1t. 

0 '1'oll lmldooa ,.... vaat 3,000 pl..,.o alll4 I'll 'bact,.... up; 

1111 toll hi.Ja 1t wolll4 'bo ou1c14al 1! thil ccnmtl')' 414o1 t 4o U, 0 

"I'll 4o HI• oa14 P'ar'rlo, '1nlt I -.t ooo llorrlo YUooa • 

bo 1o Lord :Seanr'broot 1a thio couatq OD4 11n cot to han hio 

bacldnc - he IIWit oharo tho roopoaoi'blllt7 - lnat I' ll do 1tl 0 

Ill', Parrio l o!t to ooo l!orrlo Yllooa OD4 llr lloJ11'7 Self 

bo!oro tho coa!oroAeo at llr30 A.M. a t •1cb Mour a . lmld-, 

Stlaoon NIC1 taox voro to 'bo prooont. 

On tho - out, tho llocrotU'T aa14 t o Phil Yo-, "Yrlto • 

M M COUDt tor tho Dlaq, oopooiallT thio -uac with l'vYio -

U 'o hhtoq.• 

12S 
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TREASURY DEPARTMENT 

liz'. a-.- STR ICT LY CON FI DEN TIAL 

llr. uU.U I. T-. n-l.al .&.4rleor \o \U Ob.I.M .. OonnMat , 'IIIIo 1o la 

Ill• 17111to4 ••'•• 110c ; •liac llr, lloo"C. NIDt4 • ~etvd!IT ....sac 1t I wal4 

brl.Dg to tho SOor • tarT'o aUoaU oa tu vpnt 4eelza'b111t7 ot 'baT111C tu -

ltchl&Uon !or 1,...._d11C tu lbport-hpo.rt lll.nlt1o tuD4a 'b7 t!')O,OOO,OOO bob!M 

- prorto1on 11b1ch will - 1t pooo1'ble \o _ , a44e4 oro41h to Chino, u4 

for thO pu.rpo .. o 11b1oh 'ban 'boon 41aGaoto4 1R Heoat oooter._, 'bet•n t lloe Hp'o­

••• t&UYU ot Oh1aa &1>4 tho J.Mrloaa ot!lol.alt . 
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... Stalla 1a ..._, PolallJ 

laq 10 - P,_tl lit' ..... If 111M, 
ltattprt, ~e,...,., 

laq 10 - I Pf of lat.._tl• 1a 
tM IIUloea '"'' nlatlYO 
te •tn.M Of polltlaal 
.. ,..... late ... 1 ... 

I ..,,..late ,... tt..,oll 1a •ttac tMII 
•ulou uportl a'ftlle\lo te •· 

t ... elallnq, 

, ...... 1 ........ '11111' "' " ' · 

·~ l. ~ ...... DlNite., :.-::=-::: II ef laYOitl&atJa, J.O. 

l d 

Regraded Unclassified



It ••ar liP. llecrnra 

ftak ,.. t• tM teU•lq letten IIlla 1 
llaft HMb .. bail 7W NM&tqa 

l'8J.:t 17 - ledu U..ntt c : ao • 
S.attlaJ 

l'8l:t 11- .. ,.. •tbltltl Ia ....... , 
luq lJ- .... , .. ,~ et lltltl' 

... ltalla Ia t... PolallaJ 

l'8J.:t 10 - PIIJ!IIatl llf' ..... et lloeU• 
lt.ttprt ... ...,, 

laq 10 - II '7 et iat.,_tl• Sa 
tM lelltea '"'' l'llat1•• 
te •tr.Me et Pllltleal 
l'lhpet Sate ~ ... 

I llppi'Mlate ,_, kbbtll Ia •"'•I tUM 
larlou rep•t• antlt\lt te •· 

, ............. q. 

I 1~0 

Regraded Unclassified



hl:r l T, 1~ 

PDIOUL AJm OODILCIIW. 

fto Koooral>lo 
ftt Soorotuy ot tho TrtUIU')' 
... b1nctoa, D. C. 

117 4ou llr. Seorotar;ra 

IPICJAL pH1pR 

I - t.....-tUa& bo....tn u ot pot t1l>U ia­
toro~ to JOU .. pitt ot a .......... oootaia1ac ialono.­
Uoa rooti.,.d !roe a ooatidtotial eourM ooaotnal.a& 
labor ooadUiou at tbt Boti"C .Uroratt ~. ltatUo, 
•winctoa. 

Sinotrt l)' :rouro , 

Regraded Unclassified
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I 0 ?'= W ._ I 2M .... a 7P 'Sd 
_ ............... 2 2 2~ .... 
.,........ 'S=t I 2 2= ..... #. ...... 111: ft 
s c s. 'aU'' ... 2 2 II' w ..... ,,. a a ..._ 
.................. ,2_. ......... ~ ............. 

• s n• ........, s101,C -.. * u 'Sa' 
'$ '=..,_Ia .................... ... 
,.,_, .... - l "• .._ ...,_ $ I Is 

-

Regraded Unclassified



.......... fll J r .... 

..... llilllll I ; biaill fll llllalr 
W\?s•L._ 

1111:1 11, 1940 

no. lloaonble 
!be SeoNtar7 ot tile !NuiDT 
y~, D. c • 

........ ~. 

ranar AID 
CIMtllUU.U. 

Aa ot poell1ble 111~ to ,_, tile ... 1a 
be1q Uw>..S.t\ed lluWitb a •*• s.-pora~ 
1q Woi'MU.. nl&Uw to a.- ...U~tia• 1a 
lev.edor, 5o1ltb AMrloe. 'DieM data ..,.... obte1ae4 
illrolllb a -ridiDUel ..,.....,. ot iDtoi'MU. by tile 

rep,....,taun ot t.111a -· pl'H•~ etatioDecl 111 
lev.edor. 

Regraded Unclassified



.11111' 18, 1940 

• IIBII OB.liDO II 

Jilu G!I!IWI 1CTIVITDS D IClWDI 

II> ~to, lcudor, U.. a..- Lept.S.oe 8J>-.Ia ..a.o.\ 
t500 a -u. tor arUcl .. 112 U.. 11 ; Ill'" ...t expect. ......... 
iaatel)- U.. - - tor U.. 1clet1oal puzpo• 112 ~. 
!cuador. !baee arti.clu ..,. wrUtc b7 a.- u1Ac t1ct.1Uoua 
nllM8 eel .UO b7 lcaedorill'la wbo ..,. pe1cl t or u..1r aenicM 112 
tbia reaarcl. 'lb. articles ..,. paid t or u bludDeaa adYert.i-t. 
and. t.beretore .... printed 112 u..1r a~UretJ. 0.. U.. othar bal1cl. 
1t.eu w1t.b &D~Iiasi ~· .... treq...,t.l7 ct.lated b7 ecll.tora t.. 
cau.e Uta 11euapapera reoe1ft"" _,q tor U.., 'tlbereu U.. a.._. 
pq tor t.bei r arUcles u buainMa &dnrtia-te or """""""-ta 
wbiob oo.pele the ecll.tore to priAt tbe article• w1t.bout Mld.J1a 8117 
deletions tberetroa. 

Since U.. oollepee of PnDce U..•• artiolu haft bee ~ 
rectecl aaaiDot. U.. .1 .. •4 tba Ud.ted &tat.a. Tb.1r ~baa 
bee to abaw -t great tbiAp a.. 7 baa dc:De t or Lat;1z>..Aooeriaa 
mel 011 Uta other b...t to po1At oat Ud.ted 8tt.tee aploit.Uoe ot 
tatJo-wrica. !hq .rr.q-tq rater to u.. na-tal 1oea ot 
UJe QUted atatee to llep tHea 112 ao..tb Marioa u "lloll# lll.ctato~ 
abip". 1Dotber ~ 1a tbat ,__AIIer1caDia 1a ellOtber t om ot 
.&aerice bu.l:iDeea. 

Ia U.. .,..., twtve a .... ; Ill 1r will be pabliabecl ellcl ti.­
IUiftOecl b)" lasi ell4 F&Miat ......_ta 1a lcudoro 

"" Br"p 

ft.. ra41o atat.S.oe 111 ~ baa a cla1l7 proana ot ... 
bour 'lbioh OODdete ot -~Seaitio propaa-cla. 

Ia Qoito tba Bollftl' ra41o atat.S.oe ai ..... cla1l7 preu,.. 
tunuehec! b7 '---. u.. au- u ....... pNN ........_ n 1a 
0&14 Uta radio ataU.. rwoe1 ..... -nl thoUellCI dDllano • ,_ tor 
t.bia ut111oat.S.oe ot ita ..m.oe. !ld.a ,_ - 1a ~ t­
lble to O..wq ell4 u.. ra41o ataU.- 110 .-tece 1a 1; "• 

134 . 

/ 
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... ., tor - ., ""- Mat.- - ....u.. 

~- .... -om.. 111 Qdto wlda 18 ....... 

c11....u- ot ~~err - as-. ....., - to~ 11111n.r ot ~ 

... cia 1D ~· 1!11• om.. 18 •• of • IIMl ,. 5 ... 

.. ten 1D mwr:trr. 

11m!. .. -· 

!1M Jeudol1a "-T 11u w ._. '• .... ._ • tan 

1\ 1.1 ._... • I\al.iaa .Utaz7 ._,_ ad. alao bee•Ma a lup 

D-U' of Ula IIWf otftoar. u..not Jlnoe a\~~ 

.W. ta17 acbula 1D I\alT. 

r 'oJ 

.. a\ of ""- Mi n \to 1a ......... Jlnoe ... .,...S ..... _. 

111\11 0...., ad. _.. ~ OIJ !Mf 1lir • IIMI.ao !loa ......... \to 

, ........ , loo\11 0.... - -...s.--- ad. _.. ,n.. -

...Uol.ea ~ ""- ~\old 8\a\ee *1.111 .,.. 9IIJ\e4 ._ ""- .._ 

_.,..-, wilD .... -··· t.l7 111 • pHiU.. ..... , • ~ 

bi4 tbla • -.rJ.ou •••em•• 

'lMnr h =• ,..,., 

!ha au-. 11nw _...,..., ealalola 111 Pw ' I"....,.. 
.... . ,~ 1lir ""- .... , F -.,

 ~ iatl-Ual ~. 

1loe 0... ...... 18 .............. ..,... .......
.. tnoa-t.l7 iaft\ed 

to at.'-! pafti• IDd ..., ' $ '-. -.\ of llld.U ...... to talJ. 

• o... ..., IIMl au..,.. 
rrrcea\ _., .... .,.. M141a Do& a....._, 1a ¢9&te 

~. ad. - r- _... 1lir Ooi •• !ben - .ui\az7 ~ 

a\ earq 1oova • o.- r- IDd a.- tovSne I::Na _,,, 1.., 

1q ... '"•• ............. to ftd\ .. =. !ben-_.. 

1114 ..u ...... nd1o ~. _. • a , .. ...,sa\ • "- _. 

"'IIIb. ~ 18 ..... III rt•• 

11IIIir 0. ..... ......sM 1at11 paliUeel'J' iatl-"Al 

~,_,,, ... 
a. • , .. , .. o-.s.n, naeeJ ed .-1"''" eJ .. 

a :n -.. ... w.a •·"-•' 111r ..- srr rcla • ws- *' 
au_, 18 ~ ...... a~p~t-u_

, t111a ""- 11111W ...._ ~ 

U.. ~ ot ...,sw•-. IDd t111a llr • ._,. t.l .. , .. II •'IJ 

....,IIrr, W 18 Jft ' 1 -f 18 ...... flodMift of • ..U...o 

Regraded Unclassified



.• 

_,_ 

,.. tor Praperecaa P!not• 

2M luia '-" abo!R t500,000 at \bCr dUpc>Nl tor 
prop&ga~da purpoaoa, A part. ot We 1Jo cantn.buted b7 U. 
11&111 })al't7 Mel Ule r.a1Jicler 1Jo HCurecl flrGa CJer.a Mfthate 
1nd illportera ot aenom aooda 'IIIIo are 111..._ ored:l.t 1a beD 1a 
OomM7 tor U. _,.,.te 'beT oantr1bute loo•ll7, 

Allothor 11011roo ot hade 1Jo Viotor J, Jlatnda. a ,....._ 
hl beaker ot .......,r..., prior to U. ..- -ae4 U. .&ald.­
uri: acrommt lNw- .._...r ...t ~ • ...t • 1a rnu. tor 
Ida oer'fic• - 4oaipatecl bT U. au- o.n--t aa U. a­
olu.d.n aceo>t tor tbiJo tJP0 of traQe -q, It 1Jo DOt ..._ U 
be 1Jo -tn.INUDc at U. pre-t t.1M Su b aa U. ..- oap\ 
b1Jo with a larp .oat ot h"1 -.rta 1a U. po-ocl.coo ot b1Jo 
balllt La Prm.eora with DO we;r ot cl1.apoa1Jle ot tba, 

1 ")1' 
v O 

Regraded Unclassified



•r~~~n~ ..... .r J ,. ...... 
.... ..... ... llaod .r J.lnn 

• \' a• , I.._ 
Jul.J' 19, 1940 P1IIISO!W. AIID 

COf!P'li)p!TIAL 

The Honorable 
The Secret...,. of the Treasury 
1faohin&ton, D. C. 

I()' dear l!r. Socrotar;r: 

InJ'orraatioo hu Jut been receiYed frca 
a confidential liCNrce to tho eftect thet alter the 
Oerun and Ruaoiaa innaioo and partitioo of Poland, 
Hitler end Stalin ..t secret~ in L-, Poland, OCI 
October 17, 1939. It ia ollepd thet foreisn co•­
Mnta han not 711t bee..., .,..... of thia Meti.nJ. 
Durinr theae aecret nocotiationa, Hitler and Stalin 
reportedl7 •isned a 111llt &r7 t r eat7 to replace the 
provioua1T con-tod Non-.lflroooion Pact, It 1a 
reported that on October 28, 1939, Stalin ude a 
report to the Political Bureau of tbe C-..niet 
Part7 of tho So-.1ot Union, in which he .turniahed 
tho .... on ......t>er a or the aoid Bureau, tull dotaila 
concerni.nJ hi• necotiationa with Hitler. 

data. 
I thought 70u would bo intereoted in thooe 

Sincer~ )'OW'a, 

Regraded Unclassified



•~~~rn~ .... fit J.oidnpllua 
w ............ llf lalla ...... ., ..... .. 

~-. 1940 

I ••t MD 
0C8111Witw. 

... ot porl"'• 111\eru\ "' :pooa, .a..... i.e 
INdJI& U..S.\W berrl.'ll a _......_ • na., 
1Ato...U.O ...,....UC 111 tlloo Mrz1- JINW• relaUft 
to U.. cu- ot poUUoel ll'llhpM SDto u..\ 

-ir7· 

Regraded Unclassified



Jl1lT 201 194() 

KBKOR.lND U II 

.l a 1 at 1Dt-t.i.cm appeariJic 111 tile lilad.C&D 
pHil ...tact. tllet J>Ot-i.~ NOUit atfi.c1al et.e-t.e 
p1bl1a1Mcl 111 lilad.OO Cl.t;T to tile effect. Ulet 1>0 _.. paUU..-1 
retllpe• woald eater tllet «XXIIItr71 -lT ... INDdled paUU..-1 
r.tuae• 'IIIlo .,..... r- .a.- eol.ciJ.era 111 tile SpiDi.ob ..., 
arrl-..4 111 lllad.oo aboard tile Uredo tft1D em .IIIDe 1 1 1940. 
'l'beM r&tupea crig1Jial.l,y lllt.ared tile l1b:1 t.e<l St.e t.ae tbroqb 
tile ~ of 1Ift Yen C1t7. 

It i.e &lao reJl(ll'te<\ tllet tile -ui.domt of tile 
r....,.... Spani.sb Bepahllo, n... lliUII1.al .a.-, woald eooc arrl.,. 
111 lleld.oo 111ooc=to, acocwpnied l:!r hie pri.ftt.e ••or•torT· 
AKoa wu graDt.ed adldA&icm l:!r tile oanect of Preddent 
C&rdenu aD4 hie T..,aae-... to be .-de cli.reot]T to,..,. ~ 
t.Dd not l:!r 1AQ' of Jleor York. 

It was turther reJl(ll'te<\ that at di.U.....,t places 
1n llol:d.oo t11ere .,.... arrlTiD& .... of t11e r.,..... b1cb atnoiala 
of tile er.-n. BeplbUC&D CloT~t, ucmc tba ba1nc J.n&e1 
G&l.e.n&, Kl.n1.eter of tile I:nt.eri<a' undu" tile "'- Oo>erwt, 
and OOIII14ered ""'" of tbe pri.noipal. !..n.ot1&&to ... of tbe Spm.b 
CI.TU war. 

Regraded Unclassified



Dear Korlel 

I ODOlO .. MO .... ti'OII llarJ7 ~ W tor tile 

loorotal'7 ot tile ~U111'7. Plouo o4Ybo • of 

tho ropJ.7. 

••rt~or' J'o1o 
A4Y1oor oa IDhi'D&HoDal 

loo~o Attall'o 

Enoloovoo 1 

• 0,1oo, PAl'IIPIII'aaO, 
•o. of .J'I&lT !a ti'OII 
•eb••·. 

_, 
('0 

!' 

Kr. Xorlo Ooellru, . ~ -

!oobD!oal Aoo1o\aat to tile ..... ,uti. g -
!rou1117 hpartaoat. 

140 

.. 

.... 
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PAJ\A.PBBA8. OW m,I(II•Y Jl&C&lt&D 

PIIOII I Aael'lou DelegaUon, Rlbna, Ouba 

DJ.'rKI Jul7 ~. 19410, S p.a • 

• 0.1 9 

141 

J'tll '1'Hil BOllftAJ!r or fill: 2UAStl!r! PBOX 1IIIID. 

I vaa IIPProaohed b7 Seoret&rT Bull vith the quut1on 

a• to tha deeirabilit7 of the United Statea GoTernaant 

be1ng able to g1Te to aoae ot the other t ore1p atn1ater1 

1n oont 14enee at t h1a oonterenoe aoaa indication ot wbat 

lllgbt be don.e 1D the Ya7 ot aonet&rT uehtanoe troa tbe 

United Statea Qoyeruaent. It ie our opinion that it vould 

be nrr help;tul to Seoret&rT Bull it and when he dena 

it vould b e appropr1ail ba could, on 7our author1zat1on, 

aalte the folloWing etateunt or a e1a1l.ar one , orallT, 

either 41rectl7 or tbrougb Berle 1D pr1Tate talks With 

delegation he&da -

QIJOTI, I understand that ehould &117 Lat1n Aaer1ean 

GoTernaent approach tha Seoret&rT of the TreaaurT he ia 

prepared to g1Te 1aae41ate and IJ11Pathet1c oona1derat1on 

to apeo1t1o propoaala 1DTolT1ng Aael'loan aea1atanoe t or 

ooope.r at1Te arran.gnenta directed at atab111zat1on of 

relat1onab1p b etween the dollar and the ourreno7 ot that 

oountrr and the etrengthen1ng ot the a~onet&rT and banking 

B7atea of that oountr,.. A:rq euoh aonet&rT cooperation 1• 

enrtaapd 

Regraded Unclassified
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-·-
emeepll 01117 ma u lo pan of a 'b .... Jihll'• of 
oooperaUoo boW.Oo tho oo•Vloo llneto& to ~ Go 

aUat-llt of tho olt,looUY .. u o11tUa .. lD 11r edbeoo 'boteN 
the oootereooe. DD QUDn:. 

Pre1-.bl7 the tl'&IIOaotloo 11ipUe4 'b7 th11 ''•'-•' 
1• ou 11hioh would iDYolYI 1111Dtloll7 a lou of pl4 8114 
dollal'l troll tho 'Dol tel. ltateo 01111 of tho ... 1UaaUoa hD4 
uaing u oollatel'Ol thl Olll'nJlOT of tho oGor ooatz7. 
Alq pel'IOD to whoa noh a etat-•t t. 11&41 1101lld aG'IIIIU.u 
1Dtel'JII'It it 1D IODI llloh 9eDDII'o '!here WU 1DIII'tl4 tho 
tara 1oooperaUYe ~·t• to 1.1141oate 1:bat the otbel' 
OOUDtl'1 WOuld haYe to aeet oel'taiD OOD41t10DI 11h1oh JOII 
11a1 Pl'llorlbe befol'l oo-uoo of ao ~'· 
.Uthoach 7011 &1'1 oot o..tUe4 k 011J 8pooltlo .. uoo lD 
the •Cat-at, 7011 wolll4 be ooaalttd to ell'lou ooolldll'a­
UoD of 011J plao 1:bat 111Ctlt 'be p11t 'boforo TOll. '!he etat-•t 
•••• ful'thlr to o~t J'011 to tho n:pootaU• 1:bat lD 
•ou .... , faYOrollle aouoa wll.l renl.t, pronao& tho 

OOIIDtl'1 lD CllllltlO& hu OD 1 til part li'I'ID U ~te 

oooparatloo oa othll' puot:o of 1bo PNP'U lD a-ol. 
A C. I? -'-l 

\ ~ Jl1ILL 
.(' I ~ Yt . '1 -/ > 'f. ~ , \, ( . ..fl ~ 

Regraded Unclassified
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TREASURY DEPARTMENT 

seoretarT llorp11tbau 

11r. Cochru. STRI CTLY CONFID EN TIAL 

!!lore h atta411e4 a oablacna to Dr. Illite, .. uiac torth '/0'1# - aa pn11 

10 .. 'bT lira. nota, 

Do .. U.o .,.._. COYer "-telT tha queUo11 ao t o wbe~er 1011. -a pn 

'o loao ot col4 &114 4ollare troa the 1Ibite4 Stat .. 011.\ ot the St&biU•UOII l'IIM 

u~ •• coUatarwl tbe carre1107 ot tha other •-trT't 

~ .. w - &11:1 --.. t ~ Ooacreoe 'lhl.ob WO'IIl4 ol>U.p thoa !'r•...,. ~ 
\be appron.l ot Ooacre .. botora d.Tillc a lou ot £!! troa ~ J'u4 ~ a 

:oralp a\aU or 0111\ral baaltf 

Oo t~ other hu4, are w obaaciiiC 0'0.1' pol1c7 oo tbat \he J\m4 ~be cirtac 

• 1 ... o! 4ollaro ._uot paper =....,7 (rather ~ .. cvo4 1>7 col4 or all1'eJ') 

11 collaUral, proT14o4 tho borrooiJIC con..-t &114 o011tral buk 1D41rt4all:t 

a collocUn 17 coarute• r~tt 

' 

Regraded Unclassified
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I lYE 0$ • 
STRICTLY CONFIDENTIAl .......... 

... .. ....... a EII*IO'a.S- tl ........ Will d ... ,_-...... .. ., .... ..... 

...... ___ I 01% ..... o'w•t~•ra,__ .... 
,. a. 116 ,.u ..a..,, n,.. .. en 1 ..... • "' .. n I'» a ... 

__ .,., ...... 1 1 0 .. 

.,..._....,_ ....... tlf ••ss---.......... ._..,1" 
..... Uillllfllt cu-....- ..... .,.-........ 

I 1tlvW ............ _.0 -... _.. .............. ...... . 
••116 ft''m sPOW ...--.-.c ... - 21 cal ...... • & at 
• ••• I I 1 IIIII .. s , .... _ .. 0 .. I 0 I'.__. 0 .. lhl!r , pe 1 r e • , • , - •• 
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-"-...... ....... ,, 
...... ,_ .. _ ......... _ .. ... ... .... ":',, ·~ .... , ........ ps , ....... , 1.. ....,_,.11 s 

lAM 7 ltt?lr.. , II 4 ..... ..._ • 

• 

Regraded Unclassified



, .... 
.Jon~t: 

R.N • .Jr: 

.J: 

B.N.Jr: 

.J: 

H.K.Jr: 

J: 

B.li • .Jr: 

J : 

B.N.Jr: 

.J: 

H.N.Jr : 

J: 

B.M.Jr: 

.J : 

B.li.Jr: 

Bow ON )'Oat 

Ob, I 1a t1111. 

I'•• 10\ a \elecraa here - - I euppoee Jou 
aue\ b&YI ba4 one -- froa \be L1 Ule Boalt 
Olearlqc Bouee Aeeoo1at1oa. 

lfbat k1a4 of oliOI'lnc bou11t 

'l'be LUUe Boalt, .lrkaaaae • 

• o, I baYID 1 \ 80\ 1\t 

KaJ I N04 1\ w JOUt 

Pl1011. 

I\ Ju•t oaae to ••· It'• a Wire. 
1 I baYe Ja•t heard lba\ the 1940 ootto11 
100111 1n our Urr1 \orJ are to be traneterre4 
\o Ke.pb11 Federal lle11n1 11an1t tor han411DC 
1netea4 of the L1\Ue Roalt Pe4eral Reeene 
BaU •• hernofoN. 'l'll11 Will be peat 
1nooaYen1eaoe w taraere, aerobante, oottoa 
bU)'ere 0114 banker• 1a lbe L1 tUe lloalt 
terr1torr &114 Will tend to farther 4epr••• 
our looal ootwa aarkete.• 

Well, "''''• )'oa'N oa.ll1qc up \be wronc 
fellow. I'a not l"WWII1q tor floe Pr1114ea\ • 

Xou'N not. 

(Laupa) . •o. 
Well, WbeN 1 • Wal.laoe7 (Loupe). 

(Laupl) • 

111, I 1a oat Of lba NOI DOW. 

Well, I WDk llallaoe 11 pl8JlDC teanle 1ll 
D11 llolall I-. or \brOW1DI Uae - tdlat 
4o J'O'I Mii \be \blac -- bna•raac· 

146 
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J : 

H,IC ,Jl'l 

J : 

H.M.Jr: 

J : 

B.M.Jr : 

J : 

H.M.Jr: 

J; 

-I-

YMII, llooMftlll h l'lP'· 

(Leqp•) . 

I 111oW4 la&U7 *'- unt .. abota' b' 
pnpoae4 1JION&aa 111 .a.. but - I allo11114 
b1ll ._, propoae4 lapalaUoe all4 be W0111411'' 
41awaa u. thla •• atur lie •• a.11111'e4. 

I .... Wall, Ja .. a, to be ael'loae tar a 
__ ,, 1t J011 1ll la114 .... ~~~~ OYeP to 1111 
I'll be 11&4 to look 1Dto U, 

0, I. I w111 baoaaea ~• tallOW8 ara -
I'll be s1&4 'o HD4 u ner. 

!ballk JOU, Jeeea. 

haPJ~III all l'lata' WUb 7011' 

hePJ~III' a t1Da. I bopa to tee 7011 -D. 

r1aa. 

147 
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P.AIAPIII.&8 ~ m ... ua•• 11ft 

'101 Aaortou Del ... Uoa, •ebeae, Ollbe 

DA!II .Jul.)- S', Ul40, 8 p,a, 

10.1 26 

J'CR VBHI: J'!\011 IIIOJift.UX lfORIII:ImWJ. 

I rotor to :rour telogru of .l'll1;r e,, e p.a., 

no. 9 troe tho De1egaUoa, 

Prortdod tho OoTe~on t ud Oontre1 B&llk of NOh 

OOWlt1'7 OOilOOJ'IlOd WOIIl.d guaraDtoO llld1't'1dlle117 Plld 

oolleotlnl)- tho gold lou, I u w1l.l1Ag to go e1ong. 

EA:HrUCSG 

ULLU 

Aotlng 
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JT 

Srorrtary of State, 

Washington, 

2377, July 34, 

FOR TREASURY J'ROK BUTTER1fCI\TH, 

!)~· •• ·.~ 
PLAII 

LOIDOI 

Dated July 34, 19'0 

Rco ' d 3:30 p,m, 

'I' be only editorial. i n tb18 110rning '• prue wbiob 

may br ~aid to cxpr£88 approval of t br bucSgct 1B that in 

the FIHABOIAL TI~• In general the budget b&B not been 

wrll rcoeived, the oritioism bring that i t docs not go 

far rnougb r1tber i n provic11IIg a au1tablo: proportion of 

n:prnc11turc from ourr~rnt tax&tion or i n ourt&iliiig ~ · ... • 

ooneumption epecding, Every writer etrueu th~r i nhr1a 

character of the budget, the DAILY KUL uoueiiig the 

Ob&nocllor of the EJWhequn on the grounc!.B that he has 

bnn too abort a time in offi oo: to pro:paro: & war bucSgo:t 

on & new baeie, wbUo: tho: riiLUIOUL IEY8 aek8, if only 

~36 mUlion of the 11800 million inoro:uo: i n tho: o:xp~rlld1-

turo: o:atimato: einoe April ie to be raieed ~ taxation aDd 

oonfi denoo: 1e plaoo:d 1n tho: hope that tho: great bulk of 

~ gap will be fUlo:d bJ' Yoluntarr eaYinge ~plao:n1i.cl 

bJ 

149 

J 

Regraded Unclassified



150 
Jf -4- Jo. 3377, July 34, froa Lolld.on 

by dra!ta on gold rcunu end the usc of other aanta, 

why waa tbh . aupplcluntary bu4&ct 1118dc at all.? !JI! fDIE&, 

TilE TELEGRAPH, THE J'IIIllfCUL lf£18 and THE MllfCHESTER 

OU.ARDI.lll loll po.y tribute to the Obanocllor '• cxocllcnt 

statement of tho: general problem whiob be gave in the 

opening po.rt of hie apn:ob, ·the KAJIOHE8TER OU.ARDUJI 

obaraohrhing it aa whole-heartedly OOIIIIIIcndablr o.nd 

saying: 111r, Kcynu and the IIIOoiiJ' others who han bun 

trying to drin tho: unpo.late.bh faote into the bo:o.da of 

pol1t1oiana bo.ve not ogito.t£c1 in To.in, Tho: orux of tho: 

roonomio problEm, e.a 81r ICingsley ao.id, 18 tho.t w• ban 

a larger and inor,.aai~ total of money i ncomes and e. smaller 

and dim1n1abing supply of coneume.blc goode, Behind this 

fundamentally dangcroua situation l ice the possibility 

of e. quickly dEVeloping 1nfiat1onary movement with we.gce 

and pri oce ohAeing ono: another upwarda. To pumit this , 

e.a he aaid, might w£11 be fatal to the auooueful proeo:ou­

tion of tho: war and certainly a souroc of bardabip and 

sufhr1~, more particularly to the poorer sections of tho: 

community.• But all e.grcc that the uaauru propond 1n 

the bldgct arc inadequatE to oombat the a1tuation, the 

riNANOIAL NElS pu1B it: 'In faot there 18 only too good 

rraaon to oonoludo: that 1t th1B is all the Treasury can 

do by way of cmcrg,.ncy f1nano1ng we 1ball certainly ban 

i nfio.Uon by the front door. • fbc JUJIOHE8TER CJtWU)UJI 

~· 
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-3- fa3'1?, JulY 3~, froa LoDdon 

aayl l •If this budgo:t ro:pruent1 the 116ltilna burden 

t bo.t oan be 1~1d upon inoomu then the f r eedom to spend 

1noomcs. IIIU8t bo: reetr1oto:d by dircot lcgial~tive into:~ 

tcrenoc. It is not cnough to reetr1ot the supply ot 

151 

goode either by coneum£r r~tioning or by trado: r~tion1ng. 

There IIIUSt ~eo be a diro:ot reetriot1on of spending powcz 

1f some sort of llalanoe ie to be m&inta1111:d. 1 Thl: TillES 

poi nte out that: 1J'rom the point of view of prorvo:nt1ng a 

continuati on and accEleration of the riu i n the general. 

level of pr1oee which bas already begun 1t is quitc 

inadequate~ For it lEavcs by far the greater fraction of 

the extra i noomEB and extra wagu wh i ch will be t he 

counterpart of the i ncreased exocee of cxohcqucr disburse­

menta over receipts in the current yo:ar to be spent on a 

diminishing qugnt1ty of goode . This is t o i nvitc infla­

tion, unless far more drastic steps arc contemplatEd 

outside the budget as such i n or(lcr to divert thE moneys 

baok to thc exchEQUEr.• !nether epcoifio oriticiBlll is 

1:184e by thc DAILY IU.IL whioh predicts that there will be 

a grco.t rush to purobaee goode liablE to be subject to the 

pu.rohaee tax, llepeoial.ly as this tax will not be opcr~tivo: 

until OOIIIC unannounced date i n the next aonth or ~. 

Regarding t h e do:oieion to make oompuleory a eyeto:m now 

working on a l1D1tcd voluntary boail of i nOOIIE tu clcc1~ 

tione at t he souroe troa 1:10nthly eo.larice and weekly 

ngu, 

,/ 
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ngr1, tbtt IWIOBE8'l'ER OU.&BDUI riahtl)' po1ntl out tbata 

I .l Til')' largo: Dumbl:l' Of i DOOIDE E&l'DI:l'l b&VE lato:ly oo• 
into tho: inoomo: tax range who tor ~iniltratiTc rcaaoDI 

havr bo:rn Oiffioult to catch, ' It il geno:rally admitted 

152 

thai; the d&duot1on at sourer will al10 help to prncnt J 
eomr oo~t1on apcnd1Dg, Th11 il thr one fratur• which 

meets with un1Tcraal appl'OTal 1n a buc!grt go:nrrally 

oha:taotcrizr4 by auoh a4jcot1Tu aa, 1o1111d, t1nku1Dg, 

ll&ko:-eh1tt, atop-gap and ina.dcqU&tr, 'rlu: 'l'IJIES rd1 tor1al, 

for cxamplr, oonoludcaa 1 Ita fiauree were neoEaearil)' 

provisional ; ita proposals wrrr pro•ia1onally humdrum; 

and there 1a good augury for the futurr in the fact that 

thr GUdicnoE wErE olEorly rEad1 t o applaud aomrthing 

much 11101'1 imagi nat1•• and draa tic, 1 

IE DE Dr 

no 
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"' 

Brorrtary of State, 

'laebington 

3134, July at, a P·•· 
My as44, July 5, 9 p.a. 

GRAY 

BOLD 

Da'~d~j 14, 1940 

lko'd 8&50 p.a. 

FOR TRUSURY J'ROJ( HEATH .UD 4L80 J'OR THE lliJ'OIIUTIO. 

OF THE DEP&RTKEIT. 

Todar' a pre.. oarrire a etaharnt of tbr abort trra 

d<bt of tbr lkiob on May 31. Jo etatem<nt of loag 

term debt baa bern iaaUEd since tbe one for M&rob 31 

so tbat it is etill impoaeible t o grt a oo~lete picture 

ot the lkioh ' a bonewing ern~ tbat time, 

153 

On May 31 tbr abort tum debt of tbr Reich (inol11S1ne 

tax orrtitioatca) •as as,us,ooo,ooo marta ae oo,.parcd 

with aa,674,000,000 aoarlal a aontb before, Tbr inorcaec 

during 11aJ for abort tum debt &lone was tbull 8,6?1,000,000 

marta, wbiob ie well above tbe previous record tor 

monthly inorcaa~ in both long BD4 abort tu-= debt ot 

3,483, 000,000 aarka wbiob was reached in October of lset 

yrar, It anaa probable that there was alec a fairly 

large i ncrease in long term debt during May 81- it 18 

mown that 4 pu oeut Treaaury oertitio&tra oontinwd to 

be eol4 qp to 111d4lc of the a011tb. If ealce nrc at 
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-a. 313t, July at, a p.-. froa Berlin 

the BAilie ratE ae in Karch, roughly 500, 000,000 marta of 

~hcoe bOndo nhould have ~en i eeued during Kny and in 

addition 11-loane were preecumably also taken up by 

t he savings banks and insurance companies. It ee•me 

almost certain that t hE total inorcaec in debt during 

llay wae abovor, porbape wdl above, 3,000,000, 000 aarte, 

which would not be astonishing in virw ot the adlitary 

oprr atione in that month. · 

Thr naount of Treasury bill s nnd oertitioatce 

outstanding increased during May by 38,07e,ooo,ooo marks 

to 30,873,000 , 000 mnrke. The nmount borrow•d against 

thr lldoh1 e operating credit at thE Rdohebank de:onaerd 

by 358, 000,000 marks to 2so,ooo,ooo markll . •Otho:r ebort 

trrm loan•, however, which had been norgligibb in thr 

past , 1norraeord by 3t7,000,000 aarke during 

154 

llay to 351 ,000~000 marks. Exactly wbat type of loane tbne 

maybe ie not m own. ThE ru:ount of tu orrtificatu 

outetandt.llg deonasrd during May by 96,000,000 marks. / 

( oonaidorrably IEee than in prorvioue monthll) to 37,033, 000,000 , 

ID4rko. 

rrv 
no 

nu 
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.rn 

Scorct~ry of State, 

!lc:~bJ.n~ton. 

2378, July 24. 

PL/.Ill' 

London 

DatEd Jul7 241 1940 

REo ' d 2:50 !>-"' • 

PO;t Til<: • .Stnr.C PiDU BUT'JE il70:ml . 

The C=crcicl o.nd l.gricul turcl t.ttccheo nould 

opprccictc it if thcir dEpartocnto could have nadc 

c vcilo.blc to thm the contmto of thc pcnulti.oo.te 

pc.ragr:~ph c f ny 2353, JUly 23, todtthtr with thE 

followinG dtto.ila: Budget ouotono cxoioc incrEo.oEo 

tffcctivE July 24 . BEEr cuatouo incrcoaE 16 ohillingp 

per be rrtl 3u salient: UE\1 full r~tt fiVE poundo ODE 

~liling fivE p<ncE pluo thrEE ahilli~~ (instc~d of 
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tTtC obilli~ oix pcncc) cdditicr.cl tor each dcgrc£ ovcr 

1027. Soot _ncrcc.oto cxcioc . Tax not/ tcur poundo oru: 

obillinc plus sonc grovit;r cnnrgc . Incrto.aEs cquivo.lcnt 

onc p£nny ~cr pint rcto.il . Li~t winco incrc:~oc 2 

ahilline;a pEr aollcn to 8 oW.lli~o, hco.vy ·.11ncs 4 

3hl.llin;, 0 (!;O.llon to 16 ohillil\,0 o l(O ChenG£ in 

cddi tioao.l r::.tco on opo.rlclinc tlinE o.nd bottlEd still 

ninE . Excioc incrcnoc 2 obillinac gellon o.ll nlnco . 

Tubo.cco incrEcoc 2 shillinG• pound nll catE3Qr1Eo both 

cuotooa acioot. PUll cu::toru I'Qte. now on um:>nu to.cturt:d 

(10 per cent 
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- 2- (,12378, Jul;r 24, t'r01:1 London. 

(10 pEr oEnt or nc rE r.to1oturE) unotripptd 19 oh1111neo 

s pEnoc, otr1p!)td 19 oh1111neo 6 pEncE ~l:f'pcnn•· · (bElOIT 

10 ptr cmt) 1 sh1111na hichcr. C1scro 1 pound 8 

ab1llincc o.nd 1 ptnn:;. C1{lllrEttco 1 pound " chillin,, o 

7 pence, PrcrcrEnti:U cuot<.:.1o r:~tco 1ncrc~oEd in :Ul 

COOED by ~E o.nount ~0 rull rctto , Cuot~o EXC10E 

dro.11b:.cko re.isEd b7 =t :mountc co dut1to , Entcrtcin­

o cntc t~ incrtcoEd e n elidinG ccnlt cttcct1vc OctobEr s. 
Full dct:lilo o.n<l EffEctivE dctt ntw pureoooc to.x not 

yc t anne, uno td . 

KEN!£DY 

f!SB 
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liP 

Secretory or Statr, 

Washington 

685, Twtnt7-rourtb. 

FROil COIOltRC IAL A 'l'TACBE . 

PLAIJI 

Dated Jul7 2f, 1940 

Reo 1d. f :52 a. m. , 25th 

s~~e1ol Financial. Under 1natruotiona t?om 
lllnS.atry ? inance or Hankins rrgimr, ShanghAi cuatCIU 

on July twtnti ttb btgan eolleottns import 4ut1Ea 1n 

terms or gold unite on o nrw boaia. Dirrct or · or Customs 

Administration, lfiniat1'7 Pinancr or Nank!Jl8 regilu: -de 

atottment Jul7 2lat parophroard 08 r ollowa : IincE gold 

unit tor colle~t1on or cuataae dut1et hoe bern baaed 

on ott1ciol atobiliJat~on r otr or PQpt or ChinEar TUBD 

at tourtnn onE hal.t pence cuatoma boa tuataln£d hEa..,­

loaaea aa open markEt r otc or r apt now onl7 arouDd 

rour 1lrncr , .t'urt!w:r~~~orE aincr gold unit haa brm hitherto 

board on London nominal prior or gold which 1a lowrr 

than Nrw York prioe, an add1ttonal lo .. hoe bun aua­

totncd in rr•rnura. IDatred or collrottns ouataaa 

rrvrnur 1n trr.a or sold 11n1ta at opcn .net ratr ror 

Papt thua oouatna local taportcr• to br bcartl7 tlvdawS, 

nthor1ttu 
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outhoritira orr now acrrlr obangins tbr boaia ror sold 

unit to Rrw York prior or gold t o pr otect to aoac 

extent collrctiona or cuat Oftl rrvrnura at Shanghai. 

It ia hoprd thnt _Shongb• i acrohanta will appreciat e 

orrioial rrrorts . End paraphrase. 

(END r p SECTIOR OlE) 

Btl'l'R I Cit 

EliB 
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liP 

Secret ar y of Stat£, 

Wa~hington 

PLADI 

Shanghai via N, R, 

Dottd .Jul y 24, 1940 

Rto 1d . 4: 55 a , m., 25th 

685, Tw£nt~ f ourth, (SECTION TWO ) 

Forot r l y as cal culat ed daily by the Central Bank 

of C~ina, Shanghai , t he gold unit for duty payment 

pur poses nus based on thE London price of standard gold 

of one s ix Eight sh i l lings per troy ounce at ChinesE 

OovernmEnt •s basic stabi lization r a te of fourteen one 

hal f pence to th£ yuan without re fErEnCE to th£ frEE 

sterling r nt£ thus arriving at yuan two point SEvEn 

naught s even as th£ equivalent or the gold unit, 

Howe ver , Shtlllghai cu.stoms s ince Sept ember f irst las t • , · 

year has col l £ctcd t he duties on an arbitrarily s et 

r ate cr Runhs ing yuan t wo point s even naught t i ght 

(r enEot tight) to t he gold unit . On the new basis 

ttfto~ivr Jdly t wentieth t he New York price of United 

States dol lar s thrEE five per t roy ounce of gold and 

the oloUng frEE aterling r at e in Ntw Yor k of the 

PrEvi ous day orE usEd for drtErmining thE day!s Hua­

haing curr ency cqtdvolcn t or t he gol d unit 'tor duty 

pa,mcnt 
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MP -2- #685, A17 24, tro. Shanahal 

paymEnt purpoara. Pormula now uerd b7 8hansba1 ouata.. 

to 4rttrm1nr ~ rqu1Ylarnt or gold unlt ror dut7 

paymEnts as rollows, ratra ror Jul7 twcnt7• aroond uard: 

lSO 

Ntw York nrlot gold prr tr07 ounor UD1tr4 Statts dollars 

tbrrt rivE d1v1dtd by Ntw York rrrr sterling ratr or 
prtvious businrsa da7 8aturda7 Jul7 twrnt7 but arb1trar117 

ra1atd on£ cent to Un1tr4 Statu 4ol1ars tbru point n1nr 

onr EQuals pounds tight point n1nr r1vr ont tbru tbru 

tour. 

(END OF SECTION TWO), 

BUTRICK 

EIIB 
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S<orctary of State , 

'll'aebington, 

PLAIII 

BIWIGHAl VIA H, R, 

D~tcd July 34, 1940 

&o'd 9:35 p.m. 

685, twEnty-fourth. (8EOTIOH THREE) 

which is thE cquivalrnt prioe in frEE etrrling p.r troy 

ounor and is equal to two one· four dgbt point tbru two 

p.nor. Tbie figure multiplied by a oooetaot of point 

naught ODE ninE tbree five (Whiob rrprEeente thr gold 
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unit in trrme of troy ounces with adjustment for f1Denre1) 

givce four onr point fivE e tten pcnoE ae tbr frcE sterling 

equivalent of thr gold unit , Tbcrt is now arbitrarily 

addrd a farthing ae 0011111ise1on, shipping and other obargu 

making the r quivalent four onr point right two p•ncc 

P<r gold unit. This is divided by fourtun onc half pence 

(offioial baeio stabilization ratc of Obineec yuan but 

not the stabilization rat!: for &:ua Being yuan which is 

arbitrarily set at eix pence) to convert into Obinoee 

national yuan two point d ght eight four thrn p.r gold 

unit but arb1U'v1ly this figure i e ooneidcred to repre­

sent thr HUa Being ourro:noy o:QuivalEnt of thr gold unit 

h•noe muet br 111111 t l pl1cd by Olll< point sixty to arrive 

at 
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-a.- llo, 685, July 34, ( 8E 0 THREE) from Shanghai 

&t yu&n tour point eix ona:: five Which wa.e tho: du~ 

payi.ng equivalEnt to gold unit in tcr me of Ohinceo: yuan 

on July tnnty-&Eoond (HU& Heing notca being at a 

prrmilllll of eixty per otnt over yU&n rcprcecnt1ng diffa:::r-­

roo• bctwun thoe< arbitrary valUE& of e1x pcno• and th~: 

open m!U'kct rat• of thc ey for yU&n 

(EID SEOTIOH THREE) 

BUTRIOl 

IIPL 

,. 
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Bcorctary of State, 

Wuhington. 

•w• 
IIIIAICIIAI VIA I .R. 

Dated JUly a•. 1940 

Jlllo1d 3148 P·•· 

685, twcnty-tourt~ (BEO!IOI fOUR). 

4t tbru and thirteen aUtnntba pcnoc Whiob &cmlal.ly 

rcprceente only fifty fin per omt prcuwa of Hua Being 

over yuan at latt•r'a equivalent valu. of thE day at 

torrgoing rate but ill arb1 trarily ob&rged at Bixty per 

ornt premiWD). 4ppl1oat1on of the r.w b&aia to United 

Statee dollara 1Dvoioc11 at ratee and oaloulatione of JUly 

twrnt:v-noond 1Ddioatlf. duty ..,_nt in tcr1111 of Rua bing 

ot Cblnuc nauonala ourrcnoy au and half per ocnt 

greater than on July ntmtccnth on toner b&aia. ~cote 

Will follow acparatcly. Infom h'cuury and o-croc 

rctercnoc to lattcr' a inquiry of April firat, written 

dcteule to follow. 

(Ell) KEBUOE) 

IIUTRIOI 

IPL 
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AS 

Storttary or State , 

Washington • 
.. 

224 , July 24, 6 p.m. 

OIUY 

R1ga 

Dntrd July 24 , 1940 

Rro td 1 p .m. 

Nationalization or banka baa now bttn put into 

ttt'Eot . 

IVILEY 

Y/SB 
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J or tbt leoretN7 of U.. , .......... 

lbtnpt .net hlT 23 o1oH4 tal•• at 3-57/94 

f or null-~~ 3-7/1 for..._., for etmt.ac. f>-1/1 

for null u4 J~ f>-1/16 fer..._., fer V.I. 4ollare &014 .._. 

o1ooe4 ot 5270 - w1 wll at 41-t of II.~. 
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TREASURY DEPARTMENT 

INTP Ol'l"'CK COMMUNlCATlON 

Socrotarr Korcont~ 

CONFIDENTIAL Mr. Coehru 

Tbo '001- ot bullneu in both reghtored 6D4 open ......t.t oterlillg vu 1Dcroaoo4 
lodll'· 

1. Pu.rehaoo4 troc tho .i'ederal !!eae..,.. Beak of llow Yolk .............. 1.185,000 
Purchaoed cUroet)J fro. enthorbo4 b&lllto 1D London ••.....••..•.. , ~~'*":;: 

fatal puzchaaod. ••.••.••. .•• 

2. Sold 4lrootl7 t o authori•ed b&lllto in LoDdon •••••.•..•••••..••.•• • ~ 6,000 

0! tbe obo,.._montioned puzchaooo, ~173,000 wro boucht b7 tho buko for their 
,,_rclal cuot ... ro; aoot of tho remaimuc 1.20,000 app-.ro to haft boon ,. ... , to 
illcrea.at res htere4 acoCN.Dt ba.l.aDcea in London. 

Tile ::'odoral Reoorve Bank of llev York aloo otated thot 1.28,000 in reghtered 
ottrl10C woo purohaood fro• it b7 J, p , Morgi'IJI & Oo., t o bo uaod in p.,.ent for whioq 
oh! JlOIOD t I , 

fila ra to !or open -.rltot oterlill& a4YIID<lt4 froa J . Sl at tho opening to • hich of 
J. fS In tho aJ.d.oA!temoon. It olooed at 3.86. '!'aU¥' • reported tumonr -• tho 
W(tlt o!nco tho 1DotltuUon, on Jul7 18, of doaliDgo 1D roglotorod otorllng. 

S'\ln of opot otorli~~g 1D the open aarkot totaled 1.102,000, !r011 t ho followiQ& 
t.:.TJ.reu: 

!7 coa:orcial concerno, .... . ................ , ...... , .. . ..... . ...... .. ~ 62, 000 
37 !orelp b&lllto (rar kat ) ... ....... ........ . . . ............ . ........ I. l!o,ooo 

Total ••• • .. ••.•••• ~102, 000 

Purchaou of opot ohrl1JIC aacunted to lolOJ , OOO, ao indlcated hol01n 

3)' OOc::erclal. CODCIJ'D.I • •••••• • •• ••••• • ••• • • •. •• • ••• • ••• • • • • • • • • • • • • • • ' 6),000 
!y torelp banlce (lurope) ••••••.••••••••• ••••.•.•. •••. •••• • • • • • • • • · • • 

Total ...... .. ..... . 

,__ h - &loo reported that th.e !lev York. aconciu of JIIJl"IH baz>ko voro fair 
• ..., • • , o! 0p4n ....,.ktt oterliuc thio .ornillc. 
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V• eol4 .1,000,000 la pU te tile O..tftl .. ._ 111111: et ,..,._ te 'M ...... te 
llo_...,.4_\, 

!llo JM.-..1 Je••,... 1111111: ot .. T•* ,.....W tllet tile fellftl111 _.u llll,..... 

.uo -·• eM" te lta 

1 1,291,000 m. -.,-. llldppe4 'T tile lll* et __,_, te 'M -=• tw - a 
• of lh IJ'i\aale -.,eft~''• •-•· 

J.~.ooo m. 0....._ olaippet _. \llot lair: ot OuMa tor Ue - -•· tor ~ 
' '7!;:m,:;oo15 to tile u. 1, uoq Offloe. 
11. !o\al 

!llo Stete ~ t01'W1'61& a oUle te ......... tM& 1 ...... ........ '"'M, 
*90,000 1acel4 &.-.cJ- M tile llatl~OU~IIM, .. T ... r. ~ M 

a • .u..,. otn-

n. :aoue, pU prtoe- Ill..-~"- at allot e~'lllllat et .,,,75, 
~\ Oilftl' 1a ,_,. - ·~-- M 1111.~, .. 1/Jilo 

1o loaMoa. opot oUnr - naot 1/DA ~ • 11-3/1!4. - \M m-t ~ 
., -lloap( .. G-1/Ji&. 1M V, I, ·---·· _. ~611 u& lao.U# n I I U...,, 

llaaq 0114 ...._,. ae\\1_, prloe tw t-lp ellnr- = ' p& at ,._,~ 

r1oo ~·· pu heM prloe tw tonlp dlwr - a1eo _... ... at ~· 

•• - , .. pu ==· ., .u- te..U.. JJ5,000 - ....... Ill- ,. 
0 

.. 

.let. ot Ulio -· 35,000 - npn.-.& a ~ tr- ..__,, ..a tile : 'Mill 

100,000 -" -lea.& or - ,. I laaU• &. tenlp -*rle•, tw tuwo& 6111...,.. 

CONFIDENTIAL:! 

~'~ 
.· . .. 
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Copl o r L!\te r rra~ B, llexi'co CitY, lillY 24 .1940, 

I n polit1oe, thins • aeem t o haTe ~uieted down conalderabl y , and 
aft er all t he e lection exci tment bee t>lo•n oYer people eee"' t o be 
sl a4 or thi s oelmneae, wbioh doee not neoeaaarlly mean t h at t bing e 
are definit ely aett l ed. .A.a e 1aetter or ·reot , no one Jcnowa .. n at t be 
rut ure " ill bri n •· . Whlle the P. R, .ll, etapbe tl oelly d eclares t hat \ bay 
ban •on t he e lec tlone , and t ha t Congreu wlll be t hei rs , a nd t be t 
Atlla Cuacbo wlll be t he next Preeident t he P.k . U. II, (Almazan• e 
Party) 1no1nuatee t hat t bere will be an lliazanlata Cougreu, and t ha t 
u.uu wlll t aJce or1'1oe aa Presi d ent . And i n addi t i on t bere at-e dounel 
or di fferent l'WIIors , ao:u ta.lldng a bout a poaaibl o tre.neaoUon, or eo::.a 
aort or eo uoderetandi ns bet •een t he two cand1datee; otbera clal wt nc 
t~at AJAnan will not e clnUt def eat; o t bar a t ha t .llmeun wi ll not Wlder­
teko ADytb1oa1 but t h ot so;ae ot hie tollo1 or a wil l . In abort, t he 
poUt1cal pict ure h quite obecure end contuaed , and 1t. 1a G:llite t.-
poaalbl t t o predict whet will happen. What le a f act , howeTer, ie 
t et Cen . A.Ua::an baa gone to BaTen a , Ob'l'ioualy t or t h< p:.trpoae or 
t u l o!l e rut. So:11a people bell e• e t hat Almazan • a p r es ence In Heyana 
at t hla tlae i a hl a desire to cont act certa i n atateaMan of thla he31a­
pbare , • hl cb doee not sound Tory plaualble to ua . '11'1ahtUl thinkills 
2akea ua hope t hat t he etorm wlll b low oYer without aer i oua troubl e , 
because we are conT1n oed t hat any reTolut i o n or upria1ne wi l l not 
aolve llexl oo •e p robl ellla , but would r ather COI4plloate t he:a, exposi ng 
t he count ry t o an l n t orTenti on rro:n t be outa lda, The one , party t ha t 
boa loat lot ot p r eatige or l at e 11 lebor leader #1, Lio. Lo1&rdo 
Tolodano , who baa been 'l'ery aeTerel y attacked end criti cized , and 
wboae atar 1e11:111 to be derilli tel y decllai ng ( ot which we would be 
n tuny slad. I 

The ReTana conference ia r ece1Ting conelderable attent i on I n t he 
local preaa. Opi n i on• are diTlded, aoae hoplns t h6t prac t ical re5ulta 
:ur be acblned; other • be lieTins t hat thle canno t be done , due t o t he 
CO'Jplnl ty or econoall c conditi on• ill thie ha.:daphere and ab ro ad. 

The ~pendins and aoat necessary raorsan i za t lon a ot t be Ra i lroad• 
(lortaen•a e~•luletrat ~ ln) end t he 011 lnduatry (Co•e rnaent edcinla­
tret l on ) contl.nue to be 1n t he l~e118)1t, but o;>perently e ll at t o r u 
by t he Conn12ant nave a chieTed nottlins up t o no• , ma ln.l y due to t he 
Onlon•a etubboru oppoa1tion to admit any readJuatmenta i n :nen end wegea 
~thcut •h1ch t he raorsanization cannot be carri ed out. The Railroad 
Olllcoa In pertioular will not Ueten to any propoel tion entoillns t he 
arcru en t1oned read juet.aenta . They eee t h e on l y aa1Tat i on or the 
Rallwaya I n heavy i ncreaaea or t eri tfa, aent ionins i n t he i r d~enda 
P•rtlculor l y t he 111n1ng Industry, on whl oh t hey •ould l ike to double 
8lld triple t artrr1 , So t ar t he UoTe rn&ent bee hel d a d i t!er ont Tlew 
In t be ~attar, end we hope tha t it will t hua continue , although t hetoe 1• 
or ecurae no aeaurance ill t hia reapeot. The Pl eaident i a pl adtns wltll 
011 &ad R, R, wortera Uni ona to eooept hia proJect• t or reo r geuizati on, 
~eb entail aaor1ticea on part ot t he ~ortmen . So , ~e ere f inal l y 
htneatlo.g t he rellll\a or the ag1 t ation or Sl!ll)' yesre. 

Tbar a 1• no obans• 1n t he atatua ot t he Cauenee atr1ke, and no 
illeleat i ooa t ba\ there will be 111 \ he near fllt ure • There he.e • b o.,.e'l'er • 
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Tbe lllllluc• baa •"-J'M eloae \o •· ttl ~or ne ,.rio4 qder "'"•• •• there tire Do tau .. •toae ~' wUl ftr7 •u rna .aat• n.-n 1a \lie aeu nature. 

Regraded Unclassified



CO!Il'IDI!ITUL 

!o: 'i'b.e S.c:retar7 

rroor 11r. TolJIIl: 

I talked vith llr, Purvlo on tho tolophono at lOrlO A.M. 
in an ottort to clo.rlt)o hio letter to ;rou or laot nlcht • 
. \ccordl~~g to llr. Punio, tho o.r1g1Ml arraugooont provided 
for $22,000,000 !or wrking cllj>ital, $6,000,000 !or toolo, 
<'!14 UO,OOO,OOO for pliUlt coot. Un4or the or !,tlnal COIIJ>l ... 
aontary arrang.,.nt, the Ul>l.tod IiQS4oa waa to pa;r t wo-thlrdo 
IW1 tho Ul>l.ted Stotoo o""-th1rd ot oach 1tea. 

the preeent controYerey center• on the $20,000.000 tor 
plM t coot, UDder the old 8l'1'1Ulgellllnt, tho liJ'C vao to put "'> 
tho oonoy an4 tha 11D1ted I1~~g4o• vao to pay ita propor tion, 
l l3,600,000. 00, pro rat• on ~h.e unit price. 

llr . Inudoen abloed llr. Parno laot l>l.gbt that ln ac­
oor<IMco vi th a lagal opini on ( vhlch llr. loudon oa14 
Socrot ar7 llor.tenthau knew all about) the li1C could Mt put 
\II> the ... ,.,., except on a t1.tt7"'tlfty baol o, or lou, tor tho 
3r1t1oh. llr, lnudoon M<Ud, hovovor, that tho logal 41!1'1-
culty (I) could bo ollaiJ>3tod 1! tho Unitad Iin«do• aa4o a 
$10,000,000 down pa;rant on plNlt coot an4 thon appor tlo­
the re.,.'n ""t& $3,600,000 of ita ah.Are pro rttta Oil tbe ult 
prico. 'l!luo, tho United Ua,-doa dooo DOt pa;r ~ 100ro aonoy, 
but i t dooo pay b;r tor tho largoot part ot lto propor tion o! 
plant coot at tho bo&1Dn1ng, 

llr. Punio taltu tho otan4 that, although an initial 
SlO,OOO,OOO down p..,...nt on plNlt coot h DOt lllj)ortont 1D 

H oolf, it lo lanortant ao ootahl1oh11114 a procodont 110!>1cll v1ll 
:oko 1.oo1blo oU..r coapl-t&rT proCJ'eaa batwan tho trl>l.tod 
Iiagdoa and tho United St atu . Mr. Punlo co•• to :rou vitb 
thl o bocauoo he otated that ;rov. hod ...U tho or!4lnal &rraDI:tl­

"'""t tor tho vorld~~g out or a coll)>l-ntar:r provaa and ha4 
do"'<ld 1t to bo, not ODl;r or goat lllj)Ortanco, but aloo a groat 
advance banot1c1al bet h t o tha Un1 tod statoo u wall u tho 
lll>itod u~ 

~· 
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.............. 
WAUIIMmlll. • • c. 

rereonal an4 "'"' 

Dear Jlr. Seoretaz7, 

I aol- beNla tor J'OIII' 

peNODAl. 8D4 -N\ lDtO-tiOD a OGP7 

o~ tile lateat report NOa1w4 ~ 

LoD40D OD the all1\ar7 aUuat1011. 

Balien •• 

Dear lire aa....ta17, 

.. 

VerT a1noeN17 :roura, 

!be Honourable 

He111'7 llcu·•••tllau• Jr., 

UJI1te4 ..... !MMU'Ft 

·~• D.o. 

Regraded Unclassified



.. , ............. !a 

--· a.f/1 .... ... 

lo• ..... oiC ................ , ...... 

Ida I 5 t 'ftlllh NjOi'lCI 'llr 5V et usn 
a.oo ,._. h1J' .,... en _ ..... , •= ' -· / 
Ill- •aU It 10 ....... nrtcc. cl U""' f/1 

neat au - ~.n ts an * .,.5 u Q.JI 
,._. _. ld~t. a.: 1cwr• ~ 
'!'' • 5MC1r ..... , •• wU?l ...,1111 ,._ 

n•ns tuW te ~- CM51r• a.: era ...._ 
ot cv .. ~ ..... ,_.,,.. fltt .. tt -• 

....... Cia s--r ........ .uq U.S. •LI-U]Ie 

l'o .... .._. ot ... • .,... llccft• 

~ att.c5TI cp.Un Oslant• 5 r oU 1'1-'t 
ha .............. I cirr.-..cU 

.... , .. ~ -uar.~. 
Ycc .. a J1 ...... - .. ) ........ 

...,.I'd - ... ..... ... •• c'-·-
J.cct ..._,, - ' ctr .. at wuft 

.............. u. •• e- .. t ... .. 

...... • ........ , • cls- Ill ...... .. 

•rata ta .. _..., t5ail'tr llic'U .. 5I tc 

a• wan ta1tte17 at ..... _.au~ .. 

9e'errw e r, 1 .aprau liM..,_ trl • uzn 
,.. .. ., , .,, .. , •• ,.... at a s 
_.OJ, n .... .u~atr a a. 

Jswrt I 
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I u11 a· a a 17 7 
• a '• .._..,,... ....._ 
.aU.,. J.Mftet IIWSS '! .. Ia ?12 a ft I 

eill • 2 e \WpO Ot P '""an, ... 
............ _,.,._. Ia ... I D 1ft etlt 

Gal ........... 110 .. , .... 

".r -~ • tala 11111' ••'- c-. Dmhla. ....... 
,. 111111 .................. ' S' .. 

aoUntr ~' ot 22116-13J'C ~' ...... ,. 

~ to -tal UoViot.o oo toll rmo 

ft.l'ttl ot .... , IIIJJSror to tJie 1701M0 ft I 

Ea~, ... ur Waloo _,, Jlo ml'l- •-ap, 

01111' ...... M8llal '"•· 

e;: 1 tt a to w1U1U a r.w ll1lN o~ ..... 

,..., •• , letll ..., ... '-* a oort• ... ft!~~ .. e- .... lao CIJI1I' ........... - .. 

....... ... WorUllaS Uotnoto, • ' p • 

--·>l'Um ..,... .... 

~alP' ....,. •Un\7- a a 

aaa 11 mo>lo, ~' aotu.ll' -n.M to 

-tal napta, ,...-.,,~, ~ 

....... ,.u .. -· -· r.. ~to .. ,.. ............. ....., . .... .,... ......... -- -··· 
SQI •• a etlf ~ ".r Gill lOr Ool .. o 
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••tt. YMte .... - 8 ' rlat 

a1Nftft ,,...,_. \bi'M _....._, waa•la _. 

-

tJuoM \aDUN 111 OOIIW)" W1\!l 0111 .. ltzool'll' ott 

~ llp&I'U""to. D1Not ~lite oMePft4 oa tw 

-l'IUII\ "MtMla 1114 ._-..a:r U.,.a.et. 
' 

20th .u a.' ----• 5 aua Cl!Ql-~>te 1114 ~ 

Ollllll~ aorth ot tWa ar.4 uu.,. t.roope a& •.aau 
en4 -tor til ~Qr\ 011 'l',._lla-.au.a roa4. 

IDtiMtioM po111& &1>11\ ene.q ' a 

enUN U al1an ai.P tozooea 111 I&a11a BM\ 

oppo&l te A6ul 11114, \M 8u4la 11!14 111 OMteftl 

AWM1n1• oppoaUe JII'Ut.h s-.ln-4, laeYbC 

ooutbena ~a1n1a 1114 I\1111!11 ~lluld -

~t.I.:r 11114Sat.ft0.4 11:r t1,._ •' .can. 'IIIII• 

a.poau1- erttnUJ' NDOiret ..... .. .,. ..., 

-teat R.A. l'• N1 .. 011 lkl~ -~· 

1a .. r\Mna t:r1 &Na MWS ........ Abpalala. 
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&151840 

... dO&J' .... PHald•\1 

u ,..a - ..-110 lan Du•er a .... uoa _. nt.t .... tile 

poul~lll\7 ot a -'* ot t,oo Co7 lola B. ~. ~lle1' or • 

180 

11.1U• Qa tokiac tb o N "OI' •P wl\11 t ile lllll--' lh\N i!ooulac lldMritr
0 

..,.,..lola 1lpa u ~ .... • '-4 .,..leer, 1\ d~rYelepM tat 1t 

OOIIld oot k l..,U:, -'bla .. Mko tile -'* pllle.r .. 11117 10 1940, 

I oa - oi!Ybod \hn .... ~ •• _, .. • 11117 2) I'J'<Ia t)800 

to t46oo • yeer • • 1 ......... ot Moo. 

hlt~ J'OIU'., 

(8icDM) Ji. Morpot~~a~~, Jr. 

~Mntary ar ,,.. ~. 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTP OPP1Cil COMMUNICATION 

Secretory ~orcontba~ 

CONFIDENTIAL 
Ur. Cochr&D 

~lneoo I n roclotorod otorlln& wao acall to~ with oalJ three of the olx 
ro;>Ort!cc b>.'lh offoctlnc tranoactlona: 

1. Purc!laud frao tho J'odoral s .. ,,.,.. Bode of llow !eric. •.. , ....... ~,000 

Purcl:uet. diroctl,y frOID authorlrod 'be.llko In Lo~don •.••.•.•.... ·r.~;;;r; 
!otal puz~od •• ....•.• ..•• 

2. Sol' dlrectl,y t o authorl:ed ~ In London ••••••••••..•••..••• • 1,000 

.Ul of tho &bo.,.....,.,ntlouod purebaooo wore boucht lo' tho banb for their 
l:'tJ~c::ers. 

The J'odorAl Baoorve Beak of Mow York aloe otatod th&t • 1 , 000 In reg!aterod 
olerllnc ••• purohaood tro11 It ~ a non-reportlnc 'baDk. 

In the open markot , aterlln.: advanced tr""' 3. 88 at tho opening to 3.88-3/4 
!a \he 10!d-mornlng. It auboequoutl,y docllnod, hownor, and olooad at 3.8>1/2, 
• li&Ml,y lower then laat nlcht' o final quotation. i'he report1uc bonlal executed 
ordtro to ooll U OO ,OOO , of which • 70, 000 woro f or accoUDt of a Par llutern b&.'llo: 
a.r.d 'ZO, OOO tor coemerc1al coneer-ct . Order• to purcha11 *47 . 000 , all for c011Derc1&l. 
e.>r.etrnt, wert al t o executed. 

It r.wearo 1.2t a larco p&r.; of t he oaloo &lid puzebaaoo of open -.rkot ottrllnc 
oat.o 1:t co:cerclal concorna In tbe put wool< roJl!"'oeDt tho ronroal of forward 
dol!Yory cootracto ll&de prior to Jun. 8 u ho4coo op1not tho oxpsct od d>lpent of 
coo!<. SI!Ch ronroalo are :probabl,y ooculoned lo' the fact that open •rbt ottrUnc 
(I) CA:> no loncor be uood t o -s-T for I.Jtporto froa tbo otorunc aroo, ""d (2) la "" 
lo"'": recolnd In ~nt for oxporto to that aroa. 

'l'l:o banlca baYo aloo boon reporting forol.p baDk ordoro to ooll otorllnc, 
tuch u t~c 0.70,000 order oncutod toclq. Slnco tho otorlln& aroo acccr-"lh of 
.lur!con 1notlt'.lt1ont can AO longer be credited with open ,.....lcot otorlln& rocoind 
fro~ forol.cnora , lnqu11'7 waa ~:~&do ro;;arcllDg tho ctroumat&~~coo or rocoot foro ten 
bonk oalu , lo lo&rnod that otorllng wao puzobeood .... tiM aco, for fonoard 
del!Yoey, 1>¥ torol.p banb, and that now tho latter, lnotoad ot accopt lnc tho 
oterllnc , • oro ordor1nc tho contract oancollod (1A offoot , ro-oollinc the otorllnc 
to tho lin Torlt b&oka), Tbooo cancoUotiono aro reported u oaloo b:r foroicn b&lllca , 
tToo t.hCIU,l!l tho otorltnc lnYohod bao not loft tho ... Torl< ba.alca' accounto • 
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!» c··••· 41Uar, at& 11M - ......,. 1a t11e •141a'lloztoo .. ot ~1/rt. 

4.1••-· darliiC tile ,.., fw .... --- la • \kla 8ftlot ..... \a ~~- ., 

till ol-· 

!be o\l>er ounaclM o~4 M follolru 

.. s .. tra. 
LUa 

c..-,. •• 
llutoaa )MilO 

oalll'll 
.011011 
.4006 
t-11/ 1.,. 411CoaD\ 
,81)18 UC!, ,1040 otten4 

n:. J'eural laoern Jlealt of- Torti: ~r\84 \IIU tile followlac coU 
&hi~Oh WH CO ... icJoH to l\1 

f 8,240,000 troa Oau4&, olllppo4 1t' tlla llaAit of Caae4a for Uo """ aocoaD\, tor 
oale to ~· 11.1. A .. "ir Otfloe. 

3,101 ,000 for .. .....,, of the lloJal •o .... ctaa 0....-.ot, 4UpoolUz --
2, MO, OOO to be •rw.rtte4 f or ace....,\ of \lie kUccal Jlealt ot \lie r~n.,- ot 

TucoolaYla. 
2, 060, 000 to be Mrw.di:e4 t or acc01mt of the Ideo ••U-1 laDit. 

1:~:::~ f or accOWit of tho lull: of Gr .. co, 41opoolUOil - ..... 
l , t or acCOWit of ~~ Jlealt of Portupl , 41opoe1Uon l8llr:aon. 

t o be • .......- f er acc01111t of the lull: ot J'1Dl.u4o 
! o\61 

!M Stoll ~t fonar414 to ,.. a oallle otiUliC thet the folloeluc 
tl>i~oto of ,ol4 wcu14 111 _.. tro:a _,.,., 

f 2,262,000 Hpf'I OftUIIC two ohlpunto "Qr the Joek Of ... od.on for lh own AOCO'IIIIt 

t o t ho h41ral llaoorn llolllt of • • Torti:, 41opoelU010 'Gillalconh 
~.ooo olalppo4 1t' the loU4o• GI"'I'''Ktlellolac to the •• Torti: tr....t c..,..,, 

r;;-;:;.-,;:;::: - Torti:, tor oal• to \lie 11. s . AI- Otttoe. 
t a,m ,ooo 'l'o\61 

tho ,_11"11' aol 4 prloe wu equhalent t o tall. 72, oft II• 

Spot oll'l'or 1a Joall"'l' ... ....... ..,.,a\ t he oqa.tftlen\ of ~·<lei· 

Ia LoKoc , the prtoe ft.~ tor epo\ dl'l'er - ott li/1K t o 11134/ lN.. 
!1!0 foro8M price - 1/lK l•or a\ ZN. tu 11.1. ~Yalonh nn tO.Mjf ... 

40.~ roopectboq. 

·coN F I 0 ENTIAt.: 
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W41 u4 ...._.,. ooU~nt prioo for toretp oll'"r wu urebo"p4 at a.a/f,l. 
!ht frt&IUJ'1'• po.rellaao prleo for foretp oUftr .. aloo • wbo.,._cl at 31¥• 

,, D04t fo\U' p&rebuoo of .u ..... tot&li.Dc 3150 ,~ -·· mclor the au ..... 
l\l.l'chut J.ct. Ot thh ..,oant, 2'1'15, 000 01111ooo roprooonh4 aaloo f,... to...at11r7, 
an4 th• rou1D1oc ?15,000 ounooo cono1oto4 ot ,... production frooa torotp coutrl oo, 
t or forward 4ol1'"17• 

The h4orolllooorn llonJc of lin York, ucclor IOlthorhaUoa _. tho 'l'rounry, 
tr-!trro4 $??6,318 &lid. cold. ftlue4 at $2,:Ha,202 tree tho acoOWit of the l!tJik of 
~ronco to tht account of tho 1lank of Pol&llcl. 'l'ho colA. wblcll no ortctDal)T bold. 
aotor eenoarlt tor accOIUII of tho Buk of Poland, w.u tranaforrod to an oe001mt 1a 
t'lt ""'" of tho :auk of l'raaco lut llecoeber. 

CONFIDEN11AL. 
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(Signed) H. S. Klotz 

Llo ...... 
... 11 ......... 

•• lo ... I 01 
"• ..... I .. • • ar ...... ..... ........ ........ 
...... "'' d' 
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IUEsHIN PUIOHT LINES, INC. 

.), L,., K E C e M I N 

~---~.,..,. 

l"lt WCST ROOSe;'VI:I..T •OAD 

CHICAGO 

... 
"' =-"' ~, 

"' "' , .... 
<' ... ;:o 
... ~ 
0"' < ... ... 
"' <> 
Ll ., 

0 
0 

01 

~ 
~ 

t(} \ 

!be Honorable ~ J . llorc-t:hau, Jr . 
Seoretary ot th• 'lreuury 
Treuury lluildinr; 
Wuh1n"""'• D. C. 

... 
"" .. 
X ... 
0: 
< ... .... c:: -

EDDlo•• horiWith oop7 of 
another letter reoe1Ted trca c. w. Ve Patter, 
troa IQiyaor;, China wrl tteD UDder date of JUDe 
26, lKO. 

Jt.loLI 
IIIIo • 

lll>deot rer;ordo-

vorr trulr rour•. 

~ ~ ~ JIUOIJ1!iJp(l t'fJ...,;)' 
.c 

i "' ~llSJUl = ,_ 

.,~ 
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con 

J. L• r.e•hiu 
•· &ooorrelt Road 

~1<11,1'!' • llll.Doio 

!he date of our r oturn to .._riea io clrawinr; uar but I will &et o,.. 

lottor tbroug)l to you boi'oro that tW. arri,.o, I ha-.. boCI 1D llni)'U& oiDoo I 

w oto to you and expect to return to Cb\lllgldn£ near the i'ii'temth ot JUly. .,. plan 

loa .. Chungld.ns either the laot ot JUly or early 1D Auguat prOTidiDg the otateo han 

doolu<ld wv on Japan previouo to that tlJoe. 

the Japanese ~~ are otill droppiDs ...-Clh~£ and cODo1dorablo ~ 

been 1Dtlieted on the OGboell, univora1tieo and reoidontial d1otrioto. ..., Till& <f6 
boiiD deoliahed oinoe I departed i'rom Chungldns but ney fortunately ~ wao in tho 

.. !u«<ul both daya that it na bombed, I no \lllduly worried tor a tow dayo ao tho tolopbo,.. 

I
E~~::~· wore oonwred betw.en thoro and lln1yans. makiDr; it u.>o11iblo to roooho 

newa, howOTOr, I now 1a>ow that be hao oooaped without iDj...,.. It 1o quite 

that the 1!11111;1 ot1ll baa '"""' \lll.tintohad buaiDen oo I bollen tho air raiclo 

continuo tor another two weko. JiaDJ people han been killed acl 110uncled 1D oaob of 

daily raid.a. 

Buat...u 11 soiDr; on ao uaual here 1n lwei)'UI£1 but I .. a.traid tho 

... rolllll obortop 1o sour; to oauao MZJ:T hardob1p1 portolnlns to the ~orto and 0:1:1:101'1:• 

I e:zpruo thio opinion in rt .. ot iDtol'll&tl.on that we haw ney roo111tly 

.,<olnd troa Indo China, otatiDs that they would be mable to penoit any -r• •-d1tiea 

thru the two 11aporto ot lla1phons or Saison. It '"""' aqe-nt ., .. taTorablo to 

h not reoohod, the situation hero 1o soiDr; to beo.- Teey oer1oua , partioularl.r eo 

•tatoo bealtata to e:nrt oll:tr- prouuro on Japan. .Uoo t here 1o a r..,to po.­

• " ••u•oy that they ~ attaoll: BOD£)amr;. 

The S&eohuen X...iranr; and YuiiDan Bun. routeo han both had trattio IJ>.. 

r"'T"-•:oo duo to landolidoo • -.wr • tho S&ooh""" hi pay dido wao only a ~1 ai'tair 

io nco open to throug)l trai'tio but the 11- routo h otil l olooed a t thio ...-1 tllos• 
C<l:roo, •• are now baTiD£ on OTOr abmdll!loo ot raiD due to thio tlJoe ot tho 7o&r boiD£ 

r~ ooaaon in China• a interior. 

Sinoo arr1Tl.Ds hero 1D lloleiY~~D&• I ben bee oactr-ly buoy CI~TOrinc 

tot&blloh in tbo lniY~~Dt; -tnt.......,• and repair obopo ...oug)l baoio prinoipleo and 

tttioiono:y to aoouro thooo a pattern 11> .tollow 1D ottootiDg i.llproT-nt• 1D 

other obopa and sar~· throll#out .tree China. ln""Perill!loe. lack ot onthueiua, one! 

voat 'IViatlcc ot idou ha-.. all been dirt'icult probl-• to ooln. BonTar, I tMl 

tb>Ut)l wo ha?O Mde 'lllluallal pror;reoo and it they will onl:y oarey on ai'tar wo loan 
1 • •uro t:hatthe1r -•n&rJ tllalo md tribnlationo will -~7 - to liD 

Ci'hn thooo the ohop prooeduroo 00 o..-nly toll.,...d 1D aerica, with a doviatod 

Properl7 tit c:biJwoo oond1t1ono. I.t tlw)' will only prooeed by iDactl.Ds the 

~"""""~• that wo ha•• 10 paintullr 0011.,.~4 to thea, 1 aa oortain that a reaoonable 

~''PG•rto•U•m oyotooo wUl be tho rooult oi' oar ai'torto. Q1told nllll>ero ot put eTilo 

0 lial.n&tod 4urinr; the proTioaa too -tho and MZJ;T i.llprot' =to h&TD booco 

.,.,'"'"' but thiJ will han to oontiD,. with the •- •tiuG and prooeduroo othorwioo oar 

haTo boon i'util:y ..... ted. 
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ODJ.r a tw 4a;ra •co I ..... tnll a lo"-r ttoc. •· ao~ .... wu •err 

pleou4 to belli' tl'oa b1a. Be aloo 1D11>..-II • ot tiM po4 - t!Mt o111A11t1oao 
ntbin tM o~ lll'O *>1'0 taYOrablo tbaa tiMJla~o ~~- tor twit. -ida. It 
h rooaOD&blt to boliOYO tlaat tiM -....op..., o1hat1.., will alto laaYO a 4ot1rablo 
ottaW.oti.Zic ottoot .., ""•1Do••• ~~on ...... - tllotap ~ s;qntq h IIVoaclr w11:116a ) 
tho Allloo, tilt proo..,t t1 tuatt ... h DDt too taYOrablo tor tlleir ·-· 1a ~ 
opJ.Dian ~ OA17 o&Yior to Frmoo, h a t'liol: &tt&ok .., o.,...., ttoc. tlao 1111u1aa 
borclor """ I would ptbor tl'oa tlao ,_ ot ow -atboDUo - -~ 1aore 1a llwt:JODc tbat tlaot to -rr ..uu.1r 11o ...... 

I • loold.q tornr4 w1tb pl....,... to ret.n.I.Jac to wrk apiA Ia tile 
(HoldA orpAhati.., llld ctU that U.., ~ looot w1ob&o - ld.Juleot rop.r4o are 
ol_,l witla :JOD OD4 :J0111'0o 
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.&Dn..r • r•tCII !'0 ftll COUiliL r11 11A 

or rtOI III OIAIDO I ' 

To: Jlr. W. L. Batt Da\e: .Tul7 24, 1940 

rr .. : w. s. Tower 

( su~Joo\: Supply of Iron and Steel Scrap 
• 

191 

•' 

In the memorandum entitled "Iron and Steel Scrap,• prepared 

by the Subcommittee on Regulation or Exports , and da ted .July 1940, 

the t ollowi.D& points are lll&de in respect to the illportance of 

suppli es of suoh scrap: 

• (1) While Pi& iron and steel scrap are interchangeable within 

11Al.t s for steel manufacture, consider ably grea ter tonnages of steel 

produced as the proportion of steel scrap in the furnace 

i s increased, because steel scrap contains less non-ferroUJa 

than pig iron. Steel production can be increased more 

quickly by using scra p. 

•(2) To achieve maximum steel production at mini.mum cost, adequate 

scrap supplies should be available relatively near the steel plants. 

'fbis llinimizes cost and also bottlenecks in transportation, and in 

the production of coke and pig iron. The continued export of scrap 

1n l arge volume operates to increase scrap price s and lllllkes it neces­

sary to co farther a field f or supplies . 

• (3) The steel 1ndustr7 is now JDUch more dependent upon scrap than 

during the first World War . • 

While Pi& iron and steel scrap are • interchangeable within 

lalts• for steel UDutacture, the hard tact is that the steel indua­

trr could not operate at II1ICb 110re than ~ ot capacitT, 1t all tbe 

anuable blast tlll'Dac ea in this couatr7 nre producing onlT Pi& 

1l'OQ tor use ill steel wlr1nc. 
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A substant ial part of blast furnace capacit7, however, -aat 

be used tor JDAk1ng essentia.l. terro-allo7a an4 fotmdr7, aalleable 

other srades of non-steel JDAk'ng pig iron. 

It is evident, therefore, that •to achieve maximua steel 

produc t ion• of which the 1Ddust17 is capable would, UDder 8D7 circua­

stances, require 4~ or more of the met allic charge of the steel 

~ce 1n the form of scrap. 

It is sometiaes urged that so-called "SJDthetic scrap• otters 

a par tial solution ot the problem of scrap anpply. But ent1rel7 

apart from the tact that relatively few s teel ..akers have 8D7 facil­

ity tor produc1Dg sJDtb.etic scrap, coapetent opinion 1n the 1Ddust17 

( is to the effect that it ceases to be a possib1lit7 when the r ate 

operations gets above 75% of capacit7. 

If it be assumed tor tb.is discussion that the effects of de­

mand for steel 1D the defense program, added to all other needs, 

Y1ll call t or a sustained rate of production at 75~ tQ 80% of capac­

ity, such a rate would represent an output of .5 to 5i lllll.l1on net 

tons or steel 1Dgots per month. For coaperison, it may be noted that 

the curr ent rate (week of .Jul7 22) 1a 88%. 

Assu.ing also a cont1nuation of the common pr actice of chars­

~ at least SO% scrap 1n the open hearth steel furnace, the amount 

ot scrap required tor that assumed rate of operations would be about 

2.5 to 2.7 million net tons per IDOnth. 

A IIIB.jor part of the scrap used 1n steel furnaces is so-called 

hou scrap, created 1n the process of uk1n& and f1D1sbing steel 

products 1D the ai.lla. '&Qt current treDda 1Ddicate that the percent­

age ot hoae scrap created is 11kel7 to be relat1vel7 less than 1D 
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the recent past, t or the t ollfti.D.C re&aOGSI 

{a) ExpOrts ot sn1!'1n18he4 stHl, l ike shell steel Ulll toreiJII 

billets, ..an less scrap per toe ot tacots repreaeate4. 

{b) The laraer proportion ot hea~ rolle4 products 1n the total 

output ot finished ateel aeana r elat1Yely less scrap per 

ton ot in&ots Wlad becaWJe of less wastaae 1D the IIAJiufaetwre 

ot such products. 

(c) At higher r ates ot operation there is 110re chance to use ott-
' 

heats ot steel in other W878 than in re•ltina th• 1D lin 

ot usina scrap. 

The expected hl&h r ate ot output, therefore, doea not aer.. 

( to relieve the pressure on suppliea of scrap. 

Amon& steel producers Wbo are iaportant cons...ara ot scrap, 

it is generally aaread that t he lll.inUna u.rain of safety in acrap 

supply is the equinlent of 60 days' consuaption, either 1D ~ 

(consuers• or supplier s • ) or 1n tr~it thereto. 

Basad on the toreaoin& &ssUIIptions in respect to steel produc­

tion 60 da:rs • supply ot scrap would be .5 to .5i aUliOD aet tOGS. All 

anal:rsis of the Bureau ot au-a report on scrap suppliea 

1940, indicates leas than .5 aillion tona ot ateel melr1n& aradea ot 

scrap as ot that date 1n the h&Dila of cODS-ra ·u4 suppliers or . in 

transit. 

It •- •mltkely that the report OD acrap supplies as ot 

June 30, when it 'beo-s aftila'ble, 1IUl abolr ,., taportant , a 0-­
sent in Yiaible sappUes ot steel •Hac sora' 1D n• ot (a) tale 
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rapid rise in the r ate of steel output during the second quart er 

end (b) the continued export of substantial tonnages of scrap 

(/pril-?!ay exports about 582, 000 net tons) . 

194 

Although not readily supported by specific data, the opinion 

u general 1m0ng large scrap consumers that continued heavy exports 

dur:.ng the past three or four years have greatly depleted the poten­

tiel sources of prompt scrap. 

The available informat ion, therefor e, indicates that the 

virible supplies or steel making grades of scrap are beloiY the com­

cnl:; accepted mini= margin or s&J'ety, tor an assumed rate ot steel 

production averaging only 75~ to 8~ of capacity for some considerable 

per iod . If the industry is "to achieve maxi mum steel production, " the 

60-day supply ns the margin of safety would call for upwards of 6 

lion tons of visible supplies of steel making scrap, or 20% to 25~ 

-,ore than t he tonnage reported as of Karch Jl, 1940. 

Tne attached table shows the tonnage of scrap expor ted in each 

Month from January 19:37 to and including l!ay 1940. It iS evident 

fro" the figures for the first five months of thiS year that expo1·ts 

•·ere at an average rate of more than 200, 000 tons per month. 'this 

ton:wge includes shipt:lenls averaging a bout 60, 000 tons per conth to 

Italy, Which shipments have since been discontinued . Tonnage figures 

on export shipments of scrap for June 1940 are not now available . It 

1s felt , however, that such figures will probably show that the dis­

continued tonnage to Italy was almost replaced by increased sh1p;~~ents 

to llnited Kingdom, canada, and other smaller countries. 

Recent press reports refer to Japanese purchases of scrap, 

st"ted to total close to JOO, OOO tons for shipment over the next 
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three or rovr -tha, with appro:dllatel7 halt the total ~~e to 

be shipped tr011 Atlantic coest porta . 81111b abip.enta rill be at 

( approximately the aue rate as was ~rienca4 1n tbe tirat ti.,.. 

months ot 1940· 

It probably is true that at a price there ia theoretically a 

hU&• uount ot s crap which might be lll&de avaUa ble tor use 1n this 

country tor s teel production. But the practical tact i s that deple­

tion ot the potential so=cea ot pr011pt scrap ancl a l ess than acle­

o.uate ur&in ot safety 1n current rtsible supplies open the W&7 tor 

an actual physical abortaae ot scrap tor the needs ot .u::iJillla steel 

production over a sustained period. 

For all these reasons appropriate steps should now be takeD 

through regulation ot the export movement ot scrap to safeguard the 

progress ot the defense progr .. against any such possible contin&ency. 

Attachment 
II'ST: jas 

\. Ot.jj • I r\.e v~. o • o • 

w. 8 . Tower 
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I 19.)7 I 19.)8 I 
I I 

1u!a!'1 --------­
rebl'IIU'T --------­
loroll -------­
April ---------• 
101 I 

~~·----------
1'D13 --------­
·~t---------­
S.pt.oaber -----------
~~wr • 
IIO'roawr 1 

69 
143 

'" 42l 
631 
ru 
420 
474 
25.3 
1.14 
254 

I 

3561 
256 I 

I ))5 I 

I )07 I 

I m 1 
I 160 I 

I l2S t 
I ltT1 I 

I J.43 I 

I 22l I 

I 27l I 

19)9i/ : 

225 I 

223 I 
310 I 

23& I 

383 
m 
347 I 

291 I 
)28 I 

33S I 

27l I 

1'}40 if 

l86 
233 
20S 
2l9 
310 

2!!4 ~~wr------------.L-~l-L--l~L-~2!!4~------)2! )21 t 

'total - l2 -~ ---
I 

Total - tirot S ..,D~ --• 1,620 

I 21974 I 
I 

1,626 I 

3,S:s2 I 

1, 379 I 1, 153 

l/ l:xcludeo tia-plat. ocrap, oir.U.o, oto. , ••-t. tiD plot., 
aDd t.N.-plot. ollppiqo IJid ocrap. 

?./ rr.u•la•!7• 19)9 total d1ttoro ~t.:b' troa tllat ,._ 1a 
toblo 1. 

I I I I 

So_, "-''-" trca ottic1al nat1aUoa ot t11a v. s. ~pt. ot c-roo. 
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to: l!r . w. r.. Ia" 

rro-: w. s. '­
~bjoel: Suppl7 ot II'Gil u4 lteelloRJ 

In the _ ...... ,. •Utle4 •I rOll Ul4 Steel 8orep
0 

• prapare4 

111 tha Subc~ttM 011 Racul&tloa ot !xports 0 Ul4 4ate4 .J'IJ17 19,40
0 

tilt t ollowinc polllb are .ade 1D respect to tba t.portaaoe ot 

J~!pplies or auch acnpa 

•(l) 11h1la Pie 11'«1 aDd steel scrap are 1Dtarolwi&Hble ritb!D 

~ts for steal manutact~•. ooaai4erabl7 crantar toanac•• ot steel 

can be prodw:N as the pr oportiou of steel s crap 1D the tllrDaca 

is inc r eased, because steel scrap contains lass non-terroua 

'-~mpunties than pis iron. Steel production can be increased 110ra 

quickly by us in« scra p . 

•(2) To achieve maximum steel production a t mininua cost, adequate 

scrap SUPI>lies should be a vailable rela tively near the steel planta . 

!hls ainlotizea cost aDd a1so bottlenecks 1D tr..nsporta tion, and 1D 

the production of con and pic 1ron. !ha continuN export of scrap 

~ l arge volu.a oper ates to increase s cr a p pric es and makes it neces­

sary to so f arther atia14 tor supplies. 

• (3) The s teal industry 1S DOW IIUCh 1110r a 

during the first World War . • 

While pi& 1roD aDd stHl IQrap are •interchancaa ble 111.thin 

UUut~" for steal ..autaoture. the hard t eet i s that the steal indus­

try could not operate a t _.. .ora than ~ ot capac1t7 • it all the 

twa a'o•• 1D thil oo1111tr7 nra producine onl7 Pie 
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;. s ubs tantial part ot blast furnace capuit)-
1 

boftyer
1 
..n 

~ usPd for making essential terro-&~~07• an4 t ouadr7
1 

8&lleable 

( ~tnd other gr ades ot non-steel mald.D« pi& iron. 

It is evident, therefore, t hat •to achieve maximua steel 

production" of which the industry is c a pable wo~d, under any circu.-

st· nc s , rc•· uire 4~ or more of the metallic charge of the steel 

rur 1 ce in the foro of scrap. 

I t is s ometimes urged th~t so-called •synthetic scrap• offers 

ti 1 solution o r the pr obleo or scrap su~ply . But entirely 

rt fro~ t he f act tha t rela tively few s t eel makers have any fac i l­

ity for ;J roducing s -nt hetic scrap, competent opinion in the industry 

ls t~ t~P efrect tha t i t ceases t o be a poss ibility when the r a te or 

tion:; set c above 75% of ca pncity. 

rr lt be assumed for t hi s dis cus:; ion th:• t the effects or de­

•d ~ >r st cl in the d e fense program, 11<idcd to <.<11 other needs , 

•!' r l r,r :. sus t a ined r a te of ; r oduction t 75:; to so;: of ca pac-

!·:·, r'lt e t~ould represent an outout of 5 t o 5~ Dilli on net 

.. tPt•l ineots per =:~ont:t . For co~p' r ison, it ~Y be noted that 

' e I -~:lt r te {week o f J~y 2~ ) 1S So::. 
\ ·•ing also r, continua tion of the com.:non practice of charc­

l~· · ' $t 50~ scr ap in the open hearth s t eel furnac e, the amount 

of . rt>•.ui r ed for tha t a ssumed rete of operations wo~d be a bout 

• · 5 . 7 'llil Uon ne t tons per month. 

jor .1 r t of the scrap used in steel furnaces is so-called 

, c r ea ted in the process of onking and finishing steel 

:~ ~ho mills . But c urrent trends indica te that the percent­

'" scrap c r ea ted i s likely to be relative~ less than in 
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tbe recent past, tor tale t~ r1 •••• 

(a) Eleports ot e..U'n'•• a\eel.• llb wbeU eteel. Ulll torainl 

billets, - 1 ... HNf P8l' toa or 1JicoU npreeented. 

(b) the 1arawr JCOJW 'iW et 1Mn7 I'01W- prodwlu 1D taae total 

output ot ttnt •we n..1 MIIDW relaU'N17 leu scrap per 

ton ot 1JaloU ... liH&ue or leu ._.tqe 1D tile II&Dlltactve 

ot such pco4•k· 

{c) At bieher atee or opwreUOII tlwH le _. CIWice to - ort­

beats ot st"l 1n other ftJ'II tban 1n r-ltln& tb• 1D liell 

ot ustDI ecnp. 

the expeoted Ja1ah aM or ~ .... tlael'e1'ore, does DOt ••rYe 
lo reline the preenre 011 wappli .. of Hap. 

Amolll steel JII'04••• 1lbo ue illpol'tant cons~n ot scrap, 

lt 11 ceneral.l7 qreed Ulat .. .,",_ JJ&rlin ot Ntet)' in scrap 

qpplJ is tile eq111~ or 60 ..,. • ....-ar'1011, e1tller in )'U'Il8 

(consWiers• or ~--') 01' Ia ..._.1\ taaereto. 

Based 011 .. fONCOIIII u~IGDI 1D reepeot to etHl pro4-

Uco 60 dars• e U£'7 or .._. eo '' 11e 5 to 5i mnt• aet .._.. Aa 

aa.lflis ot tbll I •• or .... ..,...., 011 ecnp nppliH U or lluOil 

lt4Q, 1nd1catee leu ... J et11f011 tGu or eteel •"'DI paleo et 

aerap as ot til& ........ b '• Iff en re Ulll ~~- • .J.a 
transit. 

It-.. ~~ 
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ra uiC:. riSe in the rat. f4 ·~ o~ 4w1111 * ... _. ...,._ 
and (b) the continued upon f4 1111MtaDUal t spe f4 ~ 

(AprU-!laY export• a'bout ,aa.ooo 1111t '-). 

Al t hoU&h not rM4117 "PPtrte4 11r QMU1o data• 11M OJilal• 
ts general uonc lara• •crap ~r• tbat ._.,, ul 111en7 ..,.., .. 
during the pas t tbrse or tow 71U'I haYO 1"1\17 clepl.aW 11M Jd• ,) 
tial. sourcea ot pro.pt • c rap. 

The anU a ble 1Dto:rut:toD0 tbaratora0 tJdteatae tbat 11M 

n s ible suppliea ot •tsel .. ,.,"C cr..s .. ot •onp are bel- tba -

:oonly accepted ~ ure1D ot eatet70 tor u u--.s rata ot 11taa1 

proclucti on avera&ine ODl7 75. to ~ ot oapao1t7 tor aa.e ._,1411'1~ 

per iocl . It the 1n4uatl'7 11 •to aohiiYI MZ1Inla •teal productica0 • tba 

60-day su pply as the urc1D ot eatet7 1I01Ilcl oall tor ~rcle ot 6 ail­

l ion t ons ot v111bla luppll•• ot 1tsel t.k1n& 1crap0 

more thnn t he tonnace raporW u ot llaro!a )1• 14),60. 

'rhe attaoW tabla *- tba tcmnaa• ot 10rap azport.ct 1a 

100ntb troa .TIINIJ'7 19)7 to Ulll 1Dol'llll1D& 11117 14),60. It 18 ~-­

t roo the t1cure• tor tbe t1.r1t tift --- ot tbl8 7sar Ulat O'J '­

were a t an n eraae rata ot .n-a tbaJl 2000 000 tGill par --· !Ida 

tonnage inol'llllea 1ht1 Id&ftftCiDI aboat 60•000 '-- Jel' _. 

Italy, which 8bl,...u baft a1Doe .._ IU.ao•tllmot. I'll-... 

on expor t ahl,._q f4 NNP tor ,_. 14),60 an 110t ... &'ftaUal'l~oi", 
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three or four JDOn ths , with appr oziaatel.T halt t he t otal tonnage t o 

be s ir, cd f raa Atlantic coast porta . Such s hipments will be a t 

ar roxi;;~a tely the same r a te a a wsa experienced 1n the rirst five 

months of 1940. 

It probably is true t hat a t a pr i ce there is t heoretically a 

huge amount or s cr ap Which mJ.gbt be made uva u e ble ror use 1n this 

country for s t eel production. But the practical raet i s that deple­

tion or the potenti al sources or praapt scrap and a l e ss t han ade­

<;l>lte c.arg1n or sn1'ety 1n current Yisible s upplies open the wsy tor 

an actual physical Shor tace ot scr a p t or the needs or 1118.X1J1u11 steel 

production over a s ustained period. 

For a ll these r .. aona appropriate s tep1 Should now be talcen 

through regulation or the export JDOYement ot scr a p to safeguard the 

progress of t he d er enae pr ograa acains t any such poss i ble con tin&ency . 

Attacbttent 
I'St: Jms 

~0!.'"; ~ Ia 
w. 8 . Tower 

. ' . 
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Table 2. - Ir<>n and otee1 • .,.._pl!, OD1ted St.at..o uporto b7 ..,ntbo, 
1937-39 aDd Janut.17-lla,y 1940 

(ThoW!f.nd• or loog tgyl 

llonth I 19)7 I 19)8 I 1939 6/ ; 1940 V 

Janu.>rt ----·----- 69 1 
7obruary ---------- 143 1 
Karch -·-------- 356 1 

)56 I 

256 I 

335 
April 42l ' 
ll&7 ---------- 631 I J..,• 515 ' 

)(Tl 
)72 I 

160 
Jul¥ --------- 420 125 
Au;:us~ ---------- 474 
~pt.aber --------- 253 1 
Oc~ber ---------- 184 1 

107 I 
14) I 

221 • Mo• o:aber 2S4 1 271 I 

225 
223 
310 
238 
383 
m 
347 
291 
328 
335 
27l 

I 

I 

• 
• 
I 

• 
I 

186 
2.33 
205 
219 
310 

~coober -----------~-l}2~Sl_~ __ J&lJL-__ lQL_~----}21 29/, 

Total - l2 aot~tho 1 

• Total - tirat 5 ..,ntho --: 

4,04ll I 

1,6Zo 

2,974 I 

1,626 ' 

3 ,5~ I 
I 

1,379 ' 1,153 

!xol udee tin-plat. aorap, oircl.ea, etc . , .,_•to-note tin plate, 
and ~orne-plate ol1pp1nso and ocrap. 

Y PrdW....,.. l.9.39 total dittero ol1D>tl¥ troao that all"'"' 1n 
~ble l . 

SoiU'COI Coap1lad troao official. o\&t1ot1oo ot the 11. s. Dept. of 
Coaerc.e. 
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RE DEBT LiliiT Ju1:r 25' 1940 
9:00 a.m. 

Present: 

B.J.!. J'r: 

Bell: 

H.U. J'r: 

Bell: 

llr. Foley 
lfr, Gaston 
llr. Sullivan 
llr. Bell 

Well, go ahead, 

Olce.;y. We han no ee tia te fl'oa the Budget 
on this latest picture because the last 
defenu message that went up asked for two 
billion 61 million dollara in eaah and two 
billion 600 million in contraot authoriza­
tion. That was what the Arm.;y and Nay;y es­
timated the;y would need under that program 
and the Budget can't now reviee that until 
Congress passes on it, because if they sub­
mit a figure less than that two billion one 
they a.re afraid that Congress will cut the 
appropriation, Anyhow I have made some 
estimAtes on the idea that they won't spend 
more than two billion dollara out of that 
two billion one, I figure now that the 
estimated receipts will be three billion 
600 million. · 

You are going to han something in writing 
on this, aren't ;you? 

Yes. The total expenditures of 11 billion · 
547 million, l:lll.ldnit a net deficit for the 
1941 year of five ~illion 180 million dollars. 

On the basis of the debt increase that we 
got under the Revenue Act of 1940, we had 
on July 1, five billion 781 million of 
borrowing power and if we run through the 
year to June 30 we will han left only 
118 million dollars and we will han to 
u.lce sOIIle shift beginning in J'anuarr from 
the na tiolllll - f!'om the regular to the 
national defense in order to lin within 

203 
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Foler: 

H.H.Jr: 

Bell: 

H.ll.Jr : 

Bell: 

H.Y.Jr: 

Bell: 

H.!l.Jr: 

Bell: 

H,!.!,Jr: 

Bell: 

- 2 -

the 45 billion dollar llaltation on genel'&l. 
aooOWLt, That b the picture ill a nuhhell, 

i'ba t ia without &llf nn tax .. ? 

Wl thout &JI1 new taxea on thia pl'OgNa we 
are wor~ on now, but it inoluaea the 
taxea on tfie revenue bill we juat aigned. 
But rou are goi.Dg to han that written up? 

Yea, You want it •• ahort •• poeeible tor 
hiJa to r8&d, aon It fOU? 

Yea, 

ill right. 

Well, that ie the picture, Then on another 
piece .ot ~er I would like to han BODle~ 
tor him, , along the line• we were talking 
earlier thie morning, in whioh we ear - rou 
aaid he needed a deot llal. t of around 52 
billion to- that rou were goi~_to kill 
these other bona. and do th11 th11lg on a 
straight fin&noing baaia. 

Well, I had ill m1na putt~ it ill the -• 
aemorandum, but I can put It on a aeparate 
one. 

I would rather han it on two separate piecee 
ot paper. 

One ie the 1t&t1111ant of faoh and the other 
a recommendation. 

Yea. How ao JOU arriTe at the 52 billion? 
How long would that take ue? 

Wall, I •• juat girl11g rou •- leaa7 onr 
and abon the 49 oilllon, You oould get 
b7 w1 th 50 billlon ill the next uaaion. 
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H.1l.Jr: 

Bell: 

H.M. Jr: 

Gaston: 

Bell: 

H,).[, Jr: 

Bell: 

Sullhan: 

Bell: 

Sullinn: 

Bell: 

Sulllnn: 

Bell: 

H.ll.Jr: 

Bell: 

- 8 -

Yillft 'IIOUl.d 50 gin uaf 

That would gin ua a balanoe on JUDe 30 of 
about 50 million dollare. 

I wouldn't aek !or aore than 50, 

You aean borrorillg power bal&DCe'l 

Yea, 

I wouldn ' t aalt !or 110re than 50, 

It h anough aa long 11 JOU are going t o -
it 70U are going to atate that 7ou are 
pertect]J willillg to ccae up 11ch 7'&r 
and 1111 Secretar7 ehould be wilJ.iJig to 
ccme up to the Congreu and aak !or a debt 
increase each 7ear. 

What would 70ur balance be, Dl.n'l 

!bout a billion, 

J.nd 70ur borrorillg power would be -­

!bout a billion also, You WOill.d han to 
haTe a debt increase in the next eeeaian. 

That ie at 50? 

Yu, and then 11han 70u get in the nut 
1111ion rou '" 11hat ld.ild ot a D&tional 
datanae progna we are go~ to han ! or 
1'-2 and JOU oan aek !or anolhar debt in­
oreaee baaed on that DIW prograa. 

The oountrr haa gottan kina o! prepared !or 
so. I -ad ea:t so. 
ill rlght1 that 1a plct7. or oourae, rou 
haTe got to haTe a debt inor1111 batore 
lime 80, &IIJbDW. 
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JIJ(, Jr: 

SulliTan: 

II, I[, Jr: 

Sullinn: 

H.1l. Jr: 

G&ato.n: 

Sull1nn: 

Gaston: 

Sulllnn: 

H,JC,Jr: 

Sull1nn: 

li.K,Jrz 

-'-
We han hacl em. prel '•'n•I'J 1"'1111 em thh 
&lreac17 thb ·~· lcnr, 11bat are n 
CC!iDg \o au the Prelideat tor in the ~ 
of tixea em exoeaa protita? 

· Well, I oan nn h1ia the reaotiem ill the 
uaol'&nd'llll ll' rou whh it, the l'l&otion of 
the fellon up there that we han talked 
with aDd the rat11 that will procmoe halt 
a bihiem, three quarter• of a billiem ua 
a billion, 

lo, let'• kind of illlteaa of doing it that 
--r.1 let'• do it the ~ we are dolag it 
w1 tA n.n. I aa akiag a reo-lldatlOD an 
thh that we are railiag the debt 11alt to 
50, ~ '"• The11 1101ll11 are to be on thia 
fl&l' I Ml'l1illg1, &!'til 1 t thlf? 

That i• right, air. 

I han a good til1ag •ret•. 
Ban rou got 1 t for two billian'l 

Yll. 

~e hmulred peroant'l ~~ hmdl'ed peromt ot 
the pl'ofita arer what? 

<>Yer their anNge pl'Otite ill the ball period 
between tour and tc pll'oent. 

Well, ~ cnrD f1111Dg I han now, I nuld dn 
~ reo-.caatlan to the Pr11idmt 1ubjeol 
to what f01l fallon han to l&f• I woUld 
aak tor 500,000 beoau11 that /U&U 25 pll'oct. 

I th1ak that h l'ight, air. 

••• fOil ~~- i t7 
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Gaston: 

Bell: 

Sullinn: 

Bell: 

Sullin.n: 

Bell: 

Sullivan: 

Bell: 

Sullin.n: 

Fole;r: 

Sullivan: 

Bell: 

- 5 -

No. 

Vlould ;rou be willing to ask for some llll&l.ler 
peroentage or even 500 million for 1940 and 
raise those rates for '41? 

That is what Dr. Viner - ;rou 111ean as Dr. Viner 
suggested? 

I don 1 t know. 

He suggested that we put in this bill with 
rates-that would prenil in auoceeding :rears 
and I don' t think the:r 110uld stick in the 
first flace. I think the:r would be subject 
to revuion up11ard and downward. If :rou 
put tham in and you didn 1 t han tham up as 
high as you needed, you lllight have a little 
trouble. 

Is this a one-rear program? 

No. 

Isn't this more or leas a per.anent law 
during the eaergenc;r'l 

That is right, but I mean :rou were going up 
and ask to have these rates increased as~r~ 
requirements increase, Dan and I don ' t 
:rou are going to accomplish ver:rmuch b7 putting 
in at this time the rates that will prenll 
for succeeding :rears. 

What do ;rou mean? Do :rou mean :rou change it 
ever;r :rear? 

No, :rou leave this rate i n until Congress 
changes it. 

Well, there wouldn' t be an:r dit!erence, of 
course, if :ron aaid it would bt 20 percant 
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Sulllnns 

Bell: 

Sllllinn: 

Bell: 

H.ll.Jr: 

SulliTIIll 

Fole11 

H.ll.Jr: 

Bell: 

H.ll.Jr: 

Sullhan: 

Bell: 

SulliTUI 

H.ll.Jr: 

- e -

abaTe TaR 'bal8 tor ~. which gina baai­
n .. • a Uttle at1alaa an4 30 peroent in 
~ end thereafter. 

Yea, bat aupfo" 1lha 1011 get to that tiu, 
Dan, you don t want 80 peroent, 7ou want 
50 paroent. · 

Well, that 1a ti"Ue ot enl'f tax bill 1011 
peu. 

I thinJt the7 are going to be relaotant to 
th a alid.lilg upw&ri aoale on rat .. here. 

It jaat ea11a the tirat 1MI' 1n 'llhloh 1011 
are fo1ng in and the 11oond 1e&1" you hit a 
11tt e birder. 

I don't th1nk •• oan go lip ana au tor leu 
than halt a billion dolJ.aioe. 

No, I don't either, air. 

WhT not aalt tor 750 a1lllon? 

It 1a too big a ahook, Dan. 

!'hat 1a -.bat I ftl thlnkl"'• 

The people dOll' t 1•t r..Uae - thq h&Ten' t 
got on to the th1Dg, or hacbl't aa ot lut 
week. 

!'hat woal.d oall tor a rete atart1Dg at 35 
an4 than jlllpiac to 50. 

750'1 

r ... 
I think we baa bettar - 86 pere•t b Jat 
Pl.Dc to ba alaapter to ... ot the•• t.U... 
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Fole7: 

H,li.Jr: 

Foler: 

Sullinn: 

Foltr: 

Sullinn: 

Fole7: 

Sullinn: 

H.U.Jr: 

Foler: 

Sullinn: 

Foler: 

Sullinn: 

- 7 -

Well, it i1 all exoeaa protita, Mr. Seoretar,r. 

It is exceaa tor an arbitrarr figure. 

OYer a no~ return. 

No, it isn't that. 

Becaua e no C""P'"il' b allowed to lllll:e e:r-.pt 
trCIIl exceaa protlh 110re than ten percent ot 
their iDYested capital. 

Isn't that a prettr good earning? 

Yea, but rou are tal.ldug about nolWLl. J. lot 
ot th• han been llllldn2 a lot more than that 
and we ·would be taking It &ftT !rom the, al­
though they are not aakl ng more than normal. 

You are suddml.7 introducing en entirel7 nn 
philosopbT ot buainell protlt1 and rou are 
1~ to the fellow who renh his t acilltiea ana tlierefore baa nr,r little capital innsted, 
"You oan' t c1o ao and 10 • and the f ellow who 
baa hia aone7 inn1ted In real eatate and baa 
a l&rl!:e capitalisation, that h different, but 
thia Ia acaethin,g that h an entirel;r nn 
philoaopb;r. I tlii.nk we ahould kind ot eaae 
tha into the thing. The countr,r ia onl;r still 
a 72 billion dollar comtr,r. 

Yea, but with theae expenditure• it will be -

But thaae aren't taldng effect in 1940. 

The7 will be felt in thia Je&l' 1 1 incou. 

Thq will to 1cae extat, Jllo 
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H.ll,Jr: 

Gas tOll: 

Sullinn: 

Gaston: 

Sullinn: 

Gaston: 

Sullinn: 

H,ll,Jr: 

Bell: 

B,ll, Jr: 

Sul.linn: 

H,l!,Jr: 

- 8 -

We are goiDg to get 25 percent o! 1 t. 

Thb bapllea no ohange 1n r:::: Ui1t1ng 
corpOPa~e tU rat .. other the exiatiDg 
IXoeaa pro!ita, ia that right? 

llo - -

Present corporate t&xea. 

The exiating exoeaa pro!ita •tar• on the 
boon, 

.lnd the present corporate rat11? 

That is right, which han recentlT been in­
creased, 

The W&f I feel ie thia: The thing that we 
want to do ia - well, I think the tuee should 
follow vel'T closel7 on the pro!it 1, but I do 
think we 0\Wlt to let the fellows han the 
profit s, let thaa !eel good !or a little · 
while and then take 1 t aft1 ! r011 th•, but 
I think i! we go abon 25 percent - and I am 
•king this recCIIDIIlend&tion o! a hal! a billion 
dollars at 25 percent. There isn't one chance 
1n !in that Congreu will p&ll ith~:: at 
lout that ie sheplT putting the on, 

You I&T there im 1 t Cillo ohance'l 

One chance in !in, 

Well either the rate will be reduoed or the 
provlaiona will be eo!tened ao the fleld will 
come down a little, 

Let u put it another 'JI&l.• _ Yle can go acrou 
the etreet. I want ea..~ with a concrete 
rao~aation to the Prelident. I don' t 
want to tell h1a thia ia wb&t Congre•• think•. 

2: 0 
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Gaston: 

H.M,Jr: 

Gaston: 

H.M. Jr: 

Gaston: 

H.I.!. Jr: 

Bell: 

H.U. Jr: 

Bell: 

H.I.!,Jr: 

- 9 -

Then we will' listen to him and he can U.'f 
this isn' t high enough or this is too high, 
but at least we have given him something to 
chew on and that is what I want to do. I 
don ' t want to walk over there and eimpl7 
u.y, •Pat Harrison thinks it is terrible 
and Bob Doughton doesn' t know what it is 
all about, • and somebody else is sore be­
cause Harry Hopkins tola him this. In other 
words, we don't want to go on.r and have a 
little gossip• 

Those things are all true that 'fOU just said? 

Or am I manufacturing? No, the'f are all true, 

It is rather interesting, I think the Presi­
dent will ask for a bill with the idea Con­
gress will want it down. 

That is all right. The statements I made 
about Harrison, Doughton and ~Cormack? 

That is what I was interested in. 

Those are all true statements, at leaat the 
people in the roam han told me t hat , 

Ia the President going to ask for a certain 
llllount? He wants to make a reoolllilendation, 

But I just want to put something on the deek 
and it he wants to rain me, that is all right , 
I won' t mind, I wouldn' t want to go aero sa 
the street with leas than halt a billion, 

It isn' t worth while to walk over for less 
than half a billion. 

No, it 'fOU fellows will have this read~ after 
he has entertained the ruling heads of Europe, 
h.e will see us, 
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B.ll: 

Fole7: 

Gaston: 

H.ll.Jr: 

SulliTIJl: 

Gaston: 

j .K.Jr: 

Gaston: 

SulllTIJl: 

Gaston: 

H.ll.Jr: 

Gaston: 

lhal.!Dg heada'l 

Luxllllbourg. 

- 10 -

The whole storr 11 in the paper this aorning, 
the Luxe.bourg faall7 were ooaing on the 
Trenton to !nnapolla. 

Last nlgllt in rldill( down the rlnr with 
Colonel ho~f I waa hl.liJut about - he 
ottved u zu.a flnt.noit.l alitor. h it 
llr. Grubel''l 

lo, Ro7 o. Jllmgal'. 

He 11 a hundl'ed peroent anti-lew DM.l. 

What ldnd ot tell01r 11 he? 

Little, quel'llloua, aoolding - a prettr ..art 
tallow, at that. 

J. good an on tlnt.noial etutt'l 

Ohl he 11 a fh~ I.tSalle Stuet an. He 
v tea what 1 ant to hear. 

Well1 I ldnd of got 11,11elt into it. I a 
t.fl't.ld we oan' t tvn h1a down. He 11 be1ag 
loaned to ua. low, who do we ant to ott-
.. t hia'l iho do we ant to do the job? That 
1e the trouble going down the l'inr with 
the" I• Hapaldre Republlot.n~. ~' 
Herbvt, 1lbo ao JVU' thlDit we ant toaa,T 

I think we had bettv att.l't out with a an 
that 11 oloae at hand and would ba quite 
willlDg to do the wol'k. That 11 Dan Corle. 

'IUl 7W aend tor hia thia •l'J1ing'l. 
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GutOIU 

B.Jl.J'I'I 

GtatOD.I 

B.Jl.Jr : 

Gtaton: 

-u-

t.. aa I ..a.ntua W1 n.tt 11 to 'M 
etriotb 1t11ft for • IMD; a• n.tt for 
offlolal aut:lloi'IJalp. 

ftat 11 rip~1 aa 1f he Ub1 U, I ..U m. to ••• IUa ... tiM w. atteraoa. 

Ban J'1IU aq •peolal llov J'1IU ..U llJte to 
••• Jdaf 

lilT aon • t J'1IU • ..a 1a • •t• u 7W c•t h1af 

.lll rlpt. 
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lllbai '\14 liT ,..,. to the eo..,. .. , . 

liiiDQft U!IIIl!ll JOa 1'"t 
(Ill allUOILO of .. llari 

1 lida&ioo I lioUaioa I loUaioo 1 lioUaioo 
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:11111' ~,19110 I ,_ .3,19110 1 *T 29,19llo 1 IU. l!JIIO 

Reoel»t• ••• ••.•••• 6i.367 5.652 5.652 5.5111 

!!£1141-• p1a.r ••••• •• • • 6,9117 6,751 6, 751 6,11811 
1&\loaal Mr••••· 11, 6oo ~·~ 2,fioll l,!JIIo 

!oial 
.... , tu'el. U,51l7 10,001 M55 1,11211 

,., 4etlol\ ••• •• 5,110 11,.3119 .3.70.3 2,176 

!M MUoll&l Mtoaoo -&41-o ,s .... -..r the llrei ool­

ot the u..,. iablo wro oot1aio4 liT the !roaft17, 1'M JIUpi 111M 

M4o u ottlolal oo\laio ao ;rei u4 Moo M i fool \bat U - -

alotoa\17...,. •• aUl Ooacftoo liN,., .. , •• Jftl' lao\ rocwo\ 

for $2,161,000,000 aMiUoal ..-. 

Regraded Unclassified



a~s ii:i-!1 'i 'll~-
l lit .. E~ .. ,_. ~>'~ ~& 
~j !':ll"'a~:f!.r:f· • fr.l"'!l•1ll ~~.:,pi,. 

' f 1 ~ • ~ S r I ~ I ~ ~ ~ I • f 'fl ~~4f!~~§rrfl§l 
~ r : f ! : I : { i § i i g t I f f 
J I 1 ~ l t ~ • i ~ I I I r .. ~ s I ~ 1 : ~ i ' • J ~ r r ,,,..,. ;-le•r. ::1 

f f .. j f p ! ;' ! r i l ; ~ f e I 

f ~ f ~ f • • J l ~ I ! • t • .. F I ~ I ! t i 1: ~ J I t I I 

( ~ ' ' a r I r • ( I s 
.. : l j p r 1 : f I ~ i ! f c:~ ~ .·.rr 1 
i 1 r • l , 1 1 i I , ! J r ~ , 
( l ( J r i " . 11 

t ! : J l I :r 
t! i ;- .1 I ~! 1! I l ~'I~ 
r:r~ t' ... ;-(· r· •:L• 
~ 1 i , ' . ' r J I f j 4 i 

:. . I I 
N ... 
"' Regraded Unclassified



• THE SI:CIIIETAIIIV 0,. THE TIIICA8UIIIY 

WA8HtHOTON 

I!IOOIIIIDD.A!IOII 

lo That tho $4,000,000,000 U'bt llJoJ.tatlon to COYor Datlonal 

do!onao o:q>end!. t=oo 1nelu4ed lo tho lloYoDUo Act of 1911o be . r~oalod 

and ~hot tho &ODoral clobt lla1 taU on bo 1Der...,od froa $115,000, 000,000 

Ito flDaOeln& oporatlono. 

2. That tho opeelal funcl croatod to rotlro aD¥ obllpUono 

loouod undor tho D&tlonal . dotenoo dobt llaltatlon lncludod lo tho 

Ro•onuo Act of 19llo bo repealed. 'rho taxoo collootod under thot Act 

could then be conrod late tho 'h'e&OUJ'T lll<o aD¥ other rtYODUO 

eolloeUooo. 

3· That Coovooo be ad.Yloed that turthor roeo•ODclaUou nth 

roopoct to an lncroaoo 1D tho doobt llal tatloa and 11441 Uoaal tuao 

Yill bo aot!o to tho a~ .... ion 1D tho llsht of procr- fozwolaW 

at thot Uao. 

21G 
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... "II &' beft el ... II IF ...rl .. IUl ~ .u. .._,.n ........ ...... ,.,.... ..... ... 
••••te Ill et Ia: wl I elflW. ...... -=~.,--- ..... ... ....... .,, ...... ., Ia .. ..... 
... lW. 

• 

........................... 
.. ~ • lassel 1 I ..,ltal • 

..._ lUI*' hd•w ...UU.. ._ ..... tdll 
Jlelt • f1 s• •1• et ••••• ,_ ,.... 
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• 

l.q 16, lMO 

ftle pr .. at antt et tAt be .. , Protlh IW p~ 
del•• tAt followla& nteu 

• • tMt .... t of ut 1u- lllllu rep­
reeeate ~ ef ~••tea oapltal. 

40,1 • tMt -t of Mt lu- Diu rep­
reeeate betwea 1611 ..a lOll of lan1t.a 
Olpltalo 

~ oe tMt -t Diu repr .. ah .. r• tllaa 
lOll •t tU lanet.a o~pltitl. 

Ua4er ovnat R1lae11 eoMltloe• tll111 ret .. will 
7hlcl I probebll alaS.. of t600,000,000 per JIIU'o 
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THE aCCIIIETAJOIY Or THE TIIIEAaUIIIY 

WAeNIN.TON 

Jlll7 25, 1940. 

IIEI«lRANDUII FOR '!'HE PR!SID!IITt 

Tbe preeent draft of the !Xceee Proti t.e B1ll proyidae the 
tollowinc NWI 

25% ao that aaNnt or Mt iDcOM wtd.cb Npreoent.e 15% or 
inTeat.ecl capi tel, 

4f11, on that -t of ""t :I.Dco.e wbicb repreaent.e be-
15% and 30% ot imeat.ecl cap1tel . 

50% on that UIOWlt wbicb repreoes~t.e .., ... t.bul 30% ot the 
imeot.ed capi tel. 

Under current bwoinesa colldi tiODa tbeoe ret.eo wUl 11•ld 
a probable 111n1.ma or $~10001000 per ,.ear. (!n ....... ol tJia 
J:l'n*'n af •••• Gt pard=e' lnG au atw IWti tHU tar~ 
con•u1 •ec1, •nd hMtUI• t.M• '' • n• *JCP' rf Ws bo wb1cb but-
no•• :r1 '' )r• = +a Mo= e e•fLEWj I ICC W iXS fdl&t :ako 
t.bap tMee be •pp'1ed t o 1 9 10 1mcw.j 

The 'C(UIOtiOil q 
other reTeDIIII Nil 
aM tiNe tar the 
!~owner, there ia 
1IOIIld be reoepti 
aDd 1IOIIld oeri....,j~"" 

Regraded Unclassified
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I a M a,_ ......... - ,._ _,ftMP ... 'S.Islll -. 
.. N\1 '''15 ... .......... ......... ., .. ~ ............. 

-~-Mr-. ... amw....,._, 
11$1 1 I llll1aS.aNr .... 

111ft D • ,.•'•s --.. 
leU IUS. W/1 al .. ~ ,Riwso:lj-<?st .. %1, _,_,.,.. .w' 
ala' 1lllllllwllsea -. ............... _ .. i·--.-.. t.sl Ua fa 3rt I ,_a.. ws19. 

COI.a -.za1...., 
:::' W/1 ... TJ tlsa, ···=:: .. \ 

a ... 

n a PI& .fl· 

7 It I C~ 7 T 

~ 
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I 

... ··--· .. 2 ''• 
I• 'C.,_ ......... ,_,_ 7? "R-. .. ,. ............ 
,..a • ..,._ 
---·---.~ ........... , .. .. -1-Mra. _lllft!W ..... ... •u ... Mlrunw • Mr a. -.. .._D_.._. __ _ 

-. a ........ -........... :::,, -:.1.:.~.:--~ .. .................... ,.,,,__ ...... 
w a u-e sttrn ,_~.a--. 

. . ._ ... 
~----· -~ e I ... ;;::- ..... v 0 

s r 

. ... 
, ...... , ....... , ....... 

I 

-
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....... -, ... 
'•• uac,.. ...... -.. ,__...,.._.w-. 

._ ..,._ e1...., fll..,. t.u..u,•u ... 

... a-~· • 
=~.:-~~.::: ... · •u , .. ~.,..,. .. ,,.._ 

..,.n-~·•, 

=--:-.:a-=-.=~.=:---............ -.u...... ... •. 
.._w.._.,,.uut .... _MF-.~;..o .. 

..,., ua~ .... ,.. .... ...... . ..... 
I ...... I B. IIoua a a,Jr . 

•• • ,,._ •• n a • 

~~~~o~-. atrJ • ., 7 , ....... 
"-U fll ... _. .. • 
......... , Pal Buu N Will .. .......... .. 

... 
-~~·-........ 
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ORIGTIIAL .!.liD FOUR CARBOliS OF THE 
EXECUTIVE ORDER V.'ENT TO THE PRESIDENT 

• 

• 

" .. 

l .· 

• 

•• 

Regraded Unclassified



~b.., biOuU'ft Ore! .. 111\1eb .-..18 \be aiet.illa Order 
i.opoliJI& .. rt.&ill "henia&" ..... t.rol. 

~ \lie pa ;au d Orela- a l~ wi.U be reqllirecl 1n crcloir 
... ciMl 1n ~u.. beariD& "-- .. ....w.r1al -a, et.., ~~~-­
illi \hat \boy M'ft bMo 1n - ~ ~. 1mlo6od -..nn.a. lD tb1a 
---'1• w- nl1.ab171nt_.... \bat eppwooda""lJ 9S pe-t 
o! all f.-lF ~\1M ill \lie let.bwlaa48 at. \lieU. ol 1mu1• 
bad a Dlrt.eb •••== at.p wb.1.eb 1e -ndn7 r 11 &Di,u.bl.e t..prlat.ecl 
UDOft "'- .,.. \ba\ \Ida 8tup .Ul be ef a\wial ai<l 1n w..1nc 
bearer MCII!'it.ieo ~ 1n t.boo IRbarlalwla. l'w11w-•, fwwl.p 
MG\IJ'lt.ieo ""hh ha'ft bee troqbt. 1nt.o - of \be ~ ... 1......-.! 
eount.rleo, wob u '-• ..,. re.,.u.d \o """ a conn t. t.u 
1\up ... ..-. 

The Order will aao reoU'iet dM.Unc• 1n MCII!'it.ieo aot. 
phyoi.,l ly oltut.ecl •o1t.b1n the tmH ecl S\ot.eo. \Se \1Dcloiret.u~ \11&\ 
oor\oln brolroraae fJ.rq 1a ..., fork l>t.'ft already 'fOlDn\orUJ a4opted 
o polloy &lena \bia line a d t.boo at.euian of thie pollay w1U aid 
1.n prewnU.a0 the unlcadlftg er l.oot.e4 -•lt.iao 1n .,. ........ ket.o b:r 
.,bled 1net.nott.ioaa, et.e. 

I bellne \lol pro; II I d Oro.. w1U be 'ftr'J be.lpt'lll 1n t.lau .....,­
l n,; olll. \he purpo- ~ \lol a1ftlac ~ MDtrolt ADd perli.CIIlarl:r 
1n Nppl-\iai \M G:l.ftillla ftCGlaU<ae cr-'DiJI& U.0 ~ ol 
-muee 1nto .at• '-!ted atat.e .. 

The .. doe-n\e ha .. boom w....d wt\b t iM At<OrMJ Gel>u&l, \be 
'leellrltlae and ~· c-le11oo, c ui t.ba , \ow -taant.. 

Regraded Unclassified



• 

IIEII)RANI)Ull !'OR TilE PIID!IDEIIT: 

Annued is an E><ecuti ve Order which 8.Mnde the uiating Order 
1apos111s certa111 • treeziiiB" control. 

Under the proposed Order & licenae will be roqldred 111 order 
to deal 111 securities be&riiiB ·~· or Dotariel oeala, ate. , obow-
111& t hat the)' ban been 111 one or tbe 111Yaded countries . 111 ttWI 
connectiOD we are reli&bl)' ill!orud that approxi.M tel)' 95 percent 
ot all toreiCD aec:uri ties 111 ths llotharl.Mda at tba u .. or l.Jmuion 
1w1 a Du.tch ....,...... staap which 11 ra&dil)' recopizable t.prillted 
upon tho and th.~t this at..ap will be ot mtariel aid 111 traCiiiB 
bearer oecuritila looted 111 tba lletharl.an<n. Pllrtbanore, toreip 
s ecuri t i es which ban been brousl>t 111to IOM ot the other 111ftded 
countries , auch aa Prance, are roqi.Lired t o ban a pern.ent tex 
s tamp on th.em. 

Tho Order will also restrict dealings 111 securities not 
pllysicell)' e ituated witbill the United St4tes. lie understand that 
eertoin brolulrage firiUI 111 llew York han alroad)' volwltar11)' adopted 
a polic7 along tb1s line and the extenoion or tbio polic7 will aid 
in prenntins the unloading or looted s ecurities in our maruts b)' 
cebled 1notruct1oru~, etc. 

I bel1cn the propooed Order will be ney helpfUl 111 thus C&rlr)'­
ing cut the f'W'PO••s or the uiatin& troesin& control, and puticularl¥ 
in suppleMntillg the uiatin& regulatioM parnin& the l.llportins or 
oecuri t i ea 111to the Uni~ States. 

Thoaa doCUMIIta ban been el.arecl with the Attome)' General, tba 
Securities and E><cb•nge Cooaiaaion, and tho State Dop&rlaent. 

1•1 B. llorcentbau, J r . 

Seoret4r)' or tho Treaour)'. 
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c 
0 
p 
t 

Wild'-

- -- -- --

., ~ ttl tM &UboritJ ........ 1a - 117 Metoi• '"' 

ttl U.O .f.ot ttl Ootoborr 6, 1917 Wllta\. 411), u e · 1, ... 

117 rtrtu ttl all ....... ot.loor1fo7 ....w 1a -· I, JIIIUTW D. 

W t&Lt, I'IIAD&t ttl tu all!ID 1!4!18 at ••v .. , do 

bcW7 .....t JQcutin OrUr le • .,., ttl .t.prU 10, 1940, u 
• .....a..s, ,.IIIIJ.aa JQcutin Order lo. ~ ttl l~ 15, 1934, 

117 edd.iiiC tM 't..U..UC Motioaa after Motioe 12 tlaveotr 

•Sec:tice 13 J.. !be tollowiJI& en prallib1tet 
GMpt .. 1Jp0Cit1~ aatllor1ee4 117 u.o 8eciHt.u7 
ttl tile '""-7 117- ttl Nllllp, recuJ.eUoaa, 
~. u-.... ar ot.IMretMr 

•(1) !M ,...JelU., d11J 111U. ar 
tn.:t .. fd. - ....... , ••• ia, - wtt.la 
.-..pee\ to, uq ~- ar ..U.. 0 eld 
oe *1alo tllen 1a .-..... • ~. ar to 
'lllll1AII t11ere 1a att1ae11 • ~ a\t&ciiK, e 
taz atup ar otMr lltup ttl a ton!p a tr1 
d-tpeW 1a t1a1a on., or a ..t.erial ar 
eJ•nv eea1 ft1tlll ... Ue -\eeW iDili•t. 
U..\ u ... etuped, S.la\ed, attlad er 
a~ fttlala ..- t-1&11 ~. ar...., 
t.11e att.daa\ oJx 'ens• dlaal- or ~­
ta\ .-Ia. lltup .. .-1 ..,., "'uq u., ..... 
... et.upeol, illla"la\ed, att1aell - .~ 
t~~ente. 

•(2) fte ·••etU. 117, ar a-fer te, 
uq ,.._ 'd .. t.11e lllllW hat. ttl uq 
taW•\ 1a.., -"' .. ~ t' eld 
U ... •" 

0 'dl II Jll tiftl- ': 
4eftete U.t U.. _.str .. «11 I '- aflll 
S.. -' JIG ••UF dtaW 'd .. U.. tiW ..... 

Regraded Unclassified



-2-

... '!be ~tarr ot the !'reu1lrJ M7 illnstl.pte, 
repl&te, ar pn11U1>1t ....S. .,.. ralJ.ap, reclll&U-., 
ar l.utnctiou u he M7 pruarille, ..., ..,.. ot 
Uceaaea ar otherwise, the 1..U.,, a111ac, iJipartiJic 
or otherw1M llr1llc1Dc, cU.NotJT or .11141J'eoUT, 1Jrto the 
lJIUted Stat••• rr.. u:r fo:re!p -a,-, of u:t 
1801U'it111 Gr ertdiDOII ths-eof or the r.G~i'l'iq Ql' 
hol.ci111c 1B the lJIUted Stetee of uq leourl.tiM or 
ertd- ther'lot 10 'b:roucl>t ato the 1JIU ted statee. 
'!be p:rorla1 .... ot Ge1lenl Bllli.Qc lo . S of 1- 6, 1940, 
aad all l.utnct1 .... 1Naed pur-.ot thereto, .... he:reliJ 
-timled 1B t\oll forM aad etteot, llllljeot to • '""'• 
IIOC!J.t101t10D or HTOC&tiOD ~t to the pr'CJYU1- ot 
tll1a Order' 

•c. In the - of u:r truMctioa eotaed ..., 
til1a IIOtiOD, - applloot1DD far 11-1 M7 be f1led 
1B the ..... er 1BdJ.cated 1a the lepl&ti .... ot Ap:ril 10, 
1940, .. &llellded. illlled pal'-..t to tll1a Order. 

"D. The lepl&t1DDI ot Jon.ber 12, 1934, 11'1 
hare..., 110d11'1ed 1B 10 for al theJ 11'1 1ao-11teot with 
theprodeiDDI ot th1a .. ouoa. 

•seot1oe 14. !be S.oretarJ ot the rr........,. M7 
HqU1re u:r paraoe to t'\1rDJ.Ih llllder oath, cOIIpl.ete 
1Jitonat1oe rallt1n to u:r tl'IDI&ot1011 referred to 1a 
t111a Order, or with respect to UJ¥ propertJ 1B • h1ch u:r 
fOH!p CCUDtz,' deeipted 1B thia Order, or u:t aat1cmal 
therecf. hiB u:t ater .. t . 1Bolu41Dc the productioa ot 
u:t boob of acc01111t, CDDtrecta, letters , or other 
J'lpara, 1B c-ct1011 therewith, 1B the c:uatoc!T ar 
cc:etrol of aw:h peroOD, e1 ther before or after aw:h 
t:renae.ct1011 11 cCIIpleted. • 

THI Ti11l'TI ROUSI, 

11117 • 1940. 

DC 
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lafll d I 
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!111M ,.. ,_ ,.,. lett. ., 

1-.q 11a • .,,.. • • •• zh .. 

II tM r 'hpw tJw tM I ' 

s., OltS... ., ... , .. c.,. -- ., 
s. ..... s... 

y..,. atz••••-,. 
,....,., .. _ n ..... a ... 

.......u...,L.Ith •• 

lcuctu,at .... 
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_ ....... ........,. 
ftiU , .. t• ,._ lett. et 

I'll, M~ I *lac M a .... zha• 
., .... t.,... ,_ tM 0 , 

t.c ottlMr at tile "' C.,a ANa at s.. ,_., __ 

y._. ... •sJ.r. 
f._.., ... a " ·"· 

a .... ~. lao 1.. It'-• 

saeratar, at ... 
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WAJit DCPARTN&NT 
.... H INOTO" 

tfta tile OC--44'1lDCII Offioer ot tiM 4tll CoJ7e .UO. 

s.o"'lol'J ot Jar. 

~.D.O. 

Regraded Unclassified



CONFIDENTIAL 

z• ... ,, ... 
-.-.· em.,_, ,_,.., ..... 

.. •sap , ........ 

.... .... .. a ·as Sa wU PC 71111 .... 1 '? 2 

-fill<«•• ' ? ........................ _ .. 

... - ... -.-... ..... 1 uanr...,r res_.., .... 
011 r a a _ _._ .... _ ............... _ .. ... 

..... -...w ......... -. ..._.._. ?' a 1 u nh 
.....,, .......... J.a-•-•z N· - - -

,.., 4 .., ...... -- ' 1 sara u..e•.u.-.... 
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W• _.,.,, 4 ·---..U-tr ......... 
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tUI.••• .. .., a w.--.._-• z s 

--. .. -tr '• a 1 s --.-....... 
hla T __ ........ ._ .._._,. .. u 4 
__ • .,_. ... .,< r • ••w.._,., • ..,, __ .u 

CONFIDENTIA_L_~ 
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o. ....... u. 
I • U.loabc llo,..ltll a Y .. J 

illpertut ad lat .... tlq hlepa 

!11ral.U. • 'r tM S..retar, of War 

1a etrlot .. t ...rt•=•· 
Toara ehoereq, 

HODorable lanU L. Iatoe, 

~oorot&r.F et tllo latorlor. 
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THE SECRETARY 00' THE INTERIOR 

WASHINGTON 

hq all, lMOo 

eow ot a •parap~~raao of n41ocna _, \e JOII 'b7 \be 

S~r•tal7 ot ..... .A. <OPT of W e W. al....q 1leea ••l 

\o ••• llvol7 we oacb\ \o do -uu..c \o ,...,.., wlla\ 

•••• \o bt a pl .. \o cornor ov anaUoa poollao oa \be 

Paoiflc Coaat. 

Slaotrol7 7oaro, 

238 

-~~-~~ 

..,, • lnr7 llorc•tll.l. Jr., 
S~rttuJ of \lao tr 1 am'J', 
l:uhlD&toa. n. c. 

Soorotal7 of tho lahrloa. 

Regraded Unclassified



J l • ;, IS«) 

DMr ....,.._, -· 

1 _. ... .,. clA4 w llaft TOY~ le\wr ot .1-. 1,, 19o4Q -
!AI \!»~ ot ~\rialnlau- ,..h'_ ill..,_. 1D:IIInr1N 
wli1AIII )' ... uw Mll1.alo u.l, ot -• I .... ,.. •• n, ~ 1a 
) '0111" ( - -nWac \be all- t• .. pi'Ml&\1 .... 

.. ,.. ..._, \be l.J:l\el'Uiol , _ c.. ~ \laat 1a _... 
1q ,., ~ "" -- allall 1a .., - lie ell 1 1a ... ,.n 
ot atq ... ,... paid w t tw - lld 1 d'•• or tor pe ' : eo '· 
or lletw.-. _.. \o 1M- \be 9alaoa of .., -"1 • •ww. 
S 24(a )(2). Co 111JM~1 ~tel a..,...U-1-... \41 ........ 
~ft taeiUUN 1a ~- w1\b \be M \iOMl. a'la II -
are 1>0\ ciMuotJ.lW> buelnna e>q>a~W" -· n1aUnc t-. 

n.n 1a na .....,..,..1.., 1n \be IIIW..-1 ..__ c.- tw u.. -·u .. 
a\S.. -• a pert.ae ot ,_.... o.r •P'tal • 1 ,_a-s>' \bo daprM~ 
aU.- .-..n1-. !be c.de ...n.- \ be dMioftl• aa a .... oDIIIWt ~ 
.,_ !01" \he OJIIIa..Uce, _,. ud tMr et ,...,."",. _., 1a \M \ft<le or 
M 1MYA, i.nol\lldi.n.; . reuc~able . u ..... ,.,. o-e1 71 • t"ber. a 
no\hlJ~& to 1n41oat41 tl»t Ccc>.al"o•• l""'llldM tbat, tor 1- tax poarpoeH , 
\he \Allabl o ina- of prlnt.<o ......tut..,.,. at •-' "'-'A toe d.­
\o...un..d a oroi"C!1Q; t o "'17 dl.f t •...,, nl.H ,_ \he Nloa a~•bl• "' 
u... \&a ble 1-• or ..u o\her ~rl"""' ~ ... 

lt U • *'7 te "r z rta·mt \1:11 ..U..U. et tbe ••• =e.• 
a.a. 1 248. !be e.vw baa -' .s.lapW w • dJ.MrwU• "' au­
...niaau.- ot \ba een ot - plaat ..,...,."' ~ U.. uia....,. 
_,....., ~ 1\ 1a .,._,. ,_.. (a ) -"""' or not \bo ,_ p1all\ 
.._t\,J wUl - "- _.. - er (II) ._ 1o,.. \be u1a\1ai 
-c-7 wUl lute 

fl'.e ~lit pollcr ..t ~· rr-....,. .. ' diad u •nat!-- ,.~~'le­
u- Nla\l w t.o \bo an-.- tor olleole_,_ 1t ..,.,.iateftt nth \lie 
poe1U on \&11M _, \be Co • c-it- ln 1\a Npol't to tbo -t.<o • 
the lnftou.auon ot ~ ...,_.. ot Illtamal n.-. Jltt.or po1n\1a& 
•t t b&t e:q ,._~ 1n ....,.~"' 11111)1\ tam out to Col unprotl.\able 
aNI \.hat tha .'1111 ..,.t pl• a profit JOl jlbt 1\0t be ro<1l1nd dv1n& 1\e 
Ute, \lilt c.al\- ..... u.. reu.-iaC -'" wb1ab- ... u, 
t.ppll•ble """"' 

•!be war f&.U1U•• ot>icb a ~r eloeto to .. tat.a 
tn ,... - • • • no !11/t.~ a\l~u t!wl uq other tull1Uo&. 
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,. oouau.s•OWN.,..., 
MIUN u.ua.. bJI'-I t»ttw 
K.UILC..,J.UU't~ 

PUNCBTON UNIVU.SITY 
INDUSTUAL IUIA110NS AC"nON 

The Honorable Henry Uorgenthau, Jr . , 
Secretary of t he Treasury, 
~ashington, D. c . 

Dear Secretary Uorgenthau : 

June 15, 1940, 

During recent weeks I have been making an in­
tensive survey of industrial relati ons problema in defense 
induat r1ee, visiting machine tool, aviation, aviation parte, 
and certain essential mass production compa ni es. ~e are 
rushing to print on a report analyzing problems and I shall 
send you a copy as soon as it i s ott the press. 

In my survey I am i ncreasingly impressed wltb 
t he importance of the early adjustment of depreciation regu­
la t ions in regard to corporate income taxes, particularly in 
t he case of the machine tool industry. While I realize the 
groat need of the Treasury for tunda theae deys, I feel that 
one of the most reaso~ble objectlona to rapid expansion ad­
vanced by machine tooY buildera is the fact that additions 
to plant and equipment made to speed up production will prove 
i n large measure unnecessary following the defense boom. I 
do f eel t hat it is sound economics t o recognize the temporary 
but vital usefulness of t hese extensions t o plants by deter­
mining the rate of depreciation for t ax pur poses i n terms of 
the t i me the plants are used fo r defense pr oduction. The 
machine tool builders have faced feast and famine, and the 
ver y machi nes pr oduced i n great quant i tie• now will prove 
a depreasl ng factor l n t he ma chi ne tool market for SOQe 
year s foli owlng the boom. 

/ 

1 Since I felt so s t r ongl y on this matt er, I I 
st opped i9 to express my views to Jacob Viner on ~edneaday. 
Re suggeated that I write you thia letter . 

I 
1 Further, I am not at all convinced that the 

machine tpol people have yet raiaed their fsights suffi­
ciently ae to the necessities of the present situation. 
The industry ia directed, to a conaiderabla extent , by an 
older generation of executives who are deeply imbued with 
conventional engineering thinking. At the same time, they 
are probably much worried by the possibility of government 
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Tile Honorable 1ieDJ'7 llol'sentbau, Jl' . - pap 2 - JUDe 15, 11140. 

intel'Yentlon. It aeeu to ae that a good deal or tile talk­
ing tllat theJ are doing oonoel'D1ng tbe1l' ab111tJ to aeet tbe 
a1tuation 1a l'eallJ a derenae againat 1nol'eaaing govel'DDeDt 
pl'eaaul'e. Ratbel' than depeDding on ak1lled labol' auppl1ea, 
tbe induatl'J will bave to adjuat 1teelr quicklJ to tbe tJPe 
or label' now available b7 l'Ap1d dilution or ak1lla aDd 1D­
tenaive abol't-tiae tl'Aining. Man7 or tbe axeoutivea or tllaae 
companiea, aa engineel'a, natul'allJ object to aucb a etep. 

I - learlng tonight rol' tile Weat Cout to alll'­
ve1 tbe ay1at1on 1nduatl'J tbel'e . U I oan be or aaa1atance 
a t &nJ t1ae, bowevel', I bope tbat JOU will let .. know. AnJ 
wol'd wlll be rol'Wal'ded UDediatelJ• 

YoUl'a l'eapeottullJ, 
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R.M.Jr: 

Operator: 

H. M. Jr: 

lim. s. 
Knudsen : 

R. K.Jr: 

X: 

H.H.Jr: 

X: 

H.M.Jr : 

K: 

R.J.!.Jr: 

X: 

R.I!.Jr: 

K: 

R.M.Jr: 

l: 

Bello. 

Mr. Xnudeen. Go ahead. 

Hello. 

Th1e 1e lnudaen. 

Hov are JOUf 

Jul7 25, 1911<> 
ll:lO a.m. 

D1d Pur¥18 talk to JOU laet n1gbt? 

No. Be vrote me a letter, but be d1dn't 
talk to ae. 

What do 7ou th1nk or i tt 

8111, I don't know enough about 1t. I aean, 
I don't know enough about the raote. 

llell, the racte are th1e, that or course 
Jeeee vante them to put up 10 a1llion aga1net 
the 20. 

You 'll have to expla1n it a little bit more. 

All right. You know we're talking about a 
plant that ooete 120 a1ll1on, or Which the 
Englleh have two-tb1rde and the Aaericane 
one- th1rd. Jeeee takee the poeition that 
unleee the Englieh 1e emaller than the 
Aaer1ean be's going to be 1n wrong, eo 1! we 
put up 10, that leavea 10 and that givee 
the Aaerioana two-thirde and tbe Brltieh 
one. 

Now, let ae aee. Row mubb doee Jeeee have 
to put up, 20f 

Yee. 

20. And when JOU originallJ epoke to Purvie, 
bov much wae be t o put upt 

Be waen't to put up an, t or the plant, 
that wae to ooae out or tba aotore • 

• 
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• 

H.M.Jr: 

J(: 

H.M.Jr : 

J(: 

H.l!. Jr: 

It: 

H.M.Jr: 

Jt: 

H.M.Jr: 

X: 

H.M.Jr : 

r:: 

H.M.Jr: 

X: 

H.H.Jr: 

- 2 -

Oh. Well, ot oouree, here'a the thing. 
We aent 70u thia rulin& OYer tro• the 
Attorne7 General and under that rulinK 
Jeeee could loan the whole 20. I donTt 
know whether 70u 1Ye had a chance to look 
at U. 

I read it, 7eah. You eent it to ae. I 
wae Yery grateful t or it. 

What'• that? 

I waa Yer7 ,ratetul t or that. 

I don't know whether Jeaae baa eeen that 
or not. 

Xee, he baa. 

And he won't do i t? 

He aa7e that according to hie attorne7 'a 
opini on, the minute he baa a smaller portion 
in American tunda than in British runda, 
then he'e in wrong. 

Well, bow oould hie attorne7 etand up 
againet the Attorne7 General 

Well, I don't know. 

Well, it'e eill7. 

No, but then I pu t the bu.rden -- rou know, 
I apoke to 70u 7&tterdar noon 

I Jtnov. 

t hen I put the propoeition t o Pur•i• and 
he took it Yerr b&d and he aa.id he wae going 
OYer to eee 70u and I eaid that wae all right . 
I oouldn't atop hia troa aeeing 70u. 

Well, I wae letting h1a oook beoauee I 
t1gure4 aooner or later aoaebod7 would call 
••· Let ae aek rou th1a, 8111. Ia thie 
ao•eth1ng rou want to eettle tod&7t 
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1 : 

R.M.Jr: 

1 : 

R.IC. Jr: 

1: 

H.M.Jr: 

1 : 

R. IC .Jr: 

r: 

R.IC.Jr: 

1 : 

R.II.Jr: 

_,_ 
%H. J•we pt tile IaMaN - ben. r .. u., _, Ubi .............. ...... 
, ... ...._ • ., ...... ot ......... .... 
0oaYR,lOD -· 1a -- tbe CluYnUoa WI la 
bltwea, .... 

'f.U. ot oov .. , L,O: antl I, ... ,... Ylkltl 
'o tiM ~116en' a ' 'bl' ., 1•••• twtoe, 
'" aow, antl botll Ua11 tiM Pl'elltlan' •14 
0. I. 

Yel. 

Alltl - '"I ... , till AUOI'IIIJ hDINl. •• 
OplDlOD W batik •• liP• I tloe'' luiOir ... , 
• bell to..,. 

Well, I'll ban to brlq lip till 11RI wit.ll 
.~ ..... 
WbaU 

J 1U lllan to br1q 11p till llftl witll J1111 
be-H lt 'b' llrU1eb tlon'' wnt to C' 
liP tile 1101"7• .. u. 'ben, J1111 will •• '0 10 tJlroDCh w1 t.ll u. 
Well, I ba't'R'' alkl4 'o Par't'le 11n01 be 
latt ~ ott101 JIU1r4a7 -- I ltartltl '' 
.., la•t .. ak, 1' ••••• like lt • •••• 

•• -· to oall .. tllll IIOI'II1DC an4 lit .. 
lulow blat ... 414D'' oaU ... 

Alltl I 1't'l P' We liUII' troa tala 111 WIIJ.otl 
lle -UODI WI aD4 bow batll7 be felt DD4 
au .... ,. antl I ban DO' alkltl to tala 
WclaJ. 
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1: 

R ••• JJ'I 

1 : 

B. IC . JJ' I 

All npt. 

r. *' au riP" 
fllut , .. , ., •• 

fllut '"· 
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J'ROII: MeriO&A Coneulate Oenere.l, 8h•ngbd. 

DATE: Jul7 26, 1940, 3 p . m. 

NO. I 69:!. 

Ooneulate 1 a no. 666 of Jul7 20, 2 p . m. 
Oh1nese 

In order that the operation• of the/branches of 

247 

the Banque de L'Indochi.na, Shanghai, ~ be facilitated 

in dee.linSa vi th the U.s. , the Bank 1 • llan113er requeate 

the author1t7 to open 1n behalf of IYirT 1nd1Tidue.l 

branch With their &a1n correspondent, the French AlleriO&A 

Banking Corp., N. Y., an account 1n U.S. dollars, of 

vh1ch the tree d1apos.1t1on would be aeeured def1n.1tel;r, 

Funde to be deposited in these nev aocounta would inc~ude 

the rema.1n1ng balances of amounts v!Uoh are unblocked 

alrea~, all ( •umat) perta.ining to bue1nesa transactions 

1n the future and &11)' (.IMIIlll) which are still on depoait 

with U. S. correspondents which aB7 1n a eecond release 

be unblocked. It ia stated b7 t!I-B ae.DII88r of Banque 

i'ranco-Oh1noiae 1 a three branohll at Pe1p£ng, Shanghd 

and Tientein that thaae branohee had depoaite 1n the 

lrTing Trust Comp&ll)' of Nev Yorlt of 266,000 U.S. dollars, 

66,500 u.s. dollars of vhioh vaa releaaed on the 29th 

of June, leaTing an amount atill unblocked of u.s. 
dollars 199,500. Release of d 100,000 U.s. dollar• 

addi~ione.l ie requeated b7 the bank'• unager, to be 

uaed for Meting dlpoeitora' 4Aiun4a; the JINI888r ellpla1na 

that 
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tlllat _. nta or till& 11Mk1o ..,11:81 of flt1:7 •""• 

tr..,• lo OIIU4 117 a. n-., JllaloV, of b loaza 

.. nt of CllllJI&, the C1b1u DeYOlOSI•rnt f1Aaaoo Ool'p., 

b Bank of C1b1J1a uu1 the Bank of 0 pt O&tlODOJ 

be fal'tbor ototoo tl!.at 1;bo IIMk bao MDF 0.-rltilleato 

to OIUnon, .a 1ll aooOIIIltO 'bo1;b pr1nto 0114 otf1olol. 

!11.8 J'renoll Aabuu4or bao liND oollle4 (t) for aoolotonae, 

bf .. ll&nk. 
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J~ 18, 1940 

Tho Honorable Henry Morgonthau, 
Tho Secretary of the Treeat1J7 
Washington, D. C. 

lt)r dear 11r. Secretary• 

Jr . 
Poreonal and Confidential 

By Special lleasonger 

In COO!plhnce w1.tb 7(IUr telopbonio roqueot of 
yeeterdaJ' and tho subeequent verbol roquoot •do or llr. 
Foxworth b)' your llr. Young and llr. Purrlo ot tho Engllob 
Furchaoinc c-isaion, I aaw that tho appropriate aot1011 
wao .uu..diatel;r taken. 

llr. Purvis suggested that a roprooontative or 
this Bureau contact bia aoaiotant, Haaieh llitoholl, in 
N.,. York City. 'lllio baa been done. llr. 111toholl at 
first, alth~ llr . Furv1.s stated he knew tho details 
and he would inform llitobell to expect an FBI man, stated 
when oooteoted tb.at he did not know aey or tho detail 
matters. llr. llitchell t'urther said that tho Erlgllsh 
ware now in possession of all the plana and epec1tieat1ons , 
oto., wb1ch tho French had. Upon making inquir)' 1n his 
oftice be could not verit'y this. 

'llloreatter, llr. llitehell cootaeted llr. Purv1a 
and later talked with ~ New York ropreaontative, at 
which tia he atated posiUvol;r that tho Engllob bad 
po800881011 of OTel')'thing 50 far ao plano and 8peC1fi­
cat1ono wer. CCIOeorned that the French pououod and 
1n fact had oont one cOIIJ>lete oot or all such plana and 
opoc1t1eatioao to London. llr. lliteboll infor.od that 
bo thOUBht •toe utter was Jwst a teapeot 1n a teapot.• 
It waa s tated b)' blJD that wbila tho French Purebaoing 
Cocuoiooion 1n tho United S~toa was still 1n pooaosoion 
of ono cow of tho plana and spoc1ticationo of course 
tho original and undoubtedly other oopi .. or the sUIO 
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&oaorable a....,. ...,...,._, lr . 7-1.8-40 

pJ.aD.t &114 opeo1tioat101111 wro in rr..ao., &114 tllat tllaro­
tore DO rool. bara oould be clolle ....., 1t tlla riJINHIItatino 
ot tlla h'enob GcrnrDMnt ro-...cl tho Ht of plaDo aD4 
epeo1t1oat1CGa - in their -Hooiaa to l'riAoo. 

CloM o<Mlt&ct rill be -.1nt.o.1Ded. with lllr. 
111toboll ot tho ..., Jadt otti.oo ot t11a llriu.b Pvobui.Dc 
c-tuiaa &114 in tho ~ Ul7th1n& t'olrtllar .S....lope in 
th1o •ttor I rill • '1otol;r adft.H 7'11'• 

s~ 7'1'D'"• 
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Jul7 2&, 1940 

Nro, notot 

I vaa 1A1'~ laat aiCbt br t.4 
SbtrlclaD, :ax.c..un J.aoloteat to JoroM 
J'r'aDk. U>at 1t wul4 'be ~ ool 'bh tor 
the SIC to let Jla liDcll:lq .... uo~ OD 

& t-rey lo ... 'bulo to tho 'l'r........,. . 
. u that UM, Mr. J'nDI< ba4 ... t ;,.t no4 
tba lotter o44nooe4 to hla br Secrot&I'J' 
Mol'pD\hatl. I aloo •on4uotoo4 tro• \hlo 
coDTaro&t1on th&t thlo wao tho tiro\ ro­
qaeot of \hlo uturo to bo retu.oo4 '1>7 tho 
1510. 

117 polD\ of Tlew lo o1111'17 th&t I 4o 
aot cono14or lt t&lr to aek Mr. Bo.cldo7 to 
ao• to tho 'l'rOUUJ'1 on & tOIIIJOr&rT 'bash 
lt ho -t 'be aoouro4 '1>7 tbo SIC that ho 
c&n h&TO & Job, ann t~ 1t DOt 'be hlo 
orJ.cU&l Job, 'baclt at tho oDd of tho porlo4 .• 

1 _.14er liDcll:lq to bo th& 'boot 
qulltlo4 peroon I II:Dow of for thlo 'l'roa.....,. 
uo~. &D4 hlo oerTlcoo wn14 'be tar 
..,.,. T&l:oulo to t1aa 'l'roa..,..7 u..n tho7 
wul4 'be to th& SIC lloOrpaiuUoa DlTiolO& 
1n hlo prooont COIP&Cl\7 •• loDior Aaa17ot. 
1 wul4 &lao li.D to pola\ o•t \be foe\ \h&\ 
.nor a oo~lo\o lDToott.catloa, Mr. trq P"' 
liDcll:lq a Te'J'1 hl&b roco-D4atln. 
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SClUr 1101 .t.q ll<lU7 ._ to J~U. IIII'IIU , IP.U., AID CIIIM! DI!AB. 

Jill, 25. 19110 

Jtntl 111:. -- ... 
111m)- 1 ... one. ... , 11111. 

OOIIDil.ll '"* loi'IIP lroa 5.3).J , ... 
I ucaz .... loi'IIP UMl 7 • .J17 tou 

m urA& ,_, ..... 1\Ml 7,1111 tou 

~· !lor. hMli.M 7),000 llllo. 

ua:&u lAID lttp . l<tiii..SoaUac 011 111,000 llllo. 

1111&10111 

MAftU.M 

wt• 1 • 

'RILI.LQI 

ID!IIa 

lorrtp Iroa 

'-· loi'IIP 1\Ml ... .._ llMl 

:lr, .. ,.,,_ 

-· loi'IIP Iroa 

• ... Ml 111M earrte& llo,ooo a1o. flf -u-. .. au , • ._....._r........_ 

•• .. 
5,II.J1 tou .. .. 

'mmxt', , ..... 

..... ,J .... 

..... 60eMa,J .... 

~- Yla fteteda. :a.o. 
OalW"•'• 

-.u . ...... 
Vlalt .. , ...... 

llaltl& , ... 

N 
U'l 
U'l 
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!!F!II!'!Wtll\111 

TO: Secretary llorgenthau ~ 
FRCih ltr· Oaaton \f./(/_-;;-------

IID!ClWiT SHIP l!:l\'E~Jrn!S 

!latters !!eguirlng &ct.icm l!y the Secretary ot the Tr!f:sm 

Ilona. 

!l!tters !lot Reguirlng &cticn by \be Secretary ot the Treuurz 

Cloeed Caaea . 
Follorlng a request hal llilltar,y Intelligence and ywr 

ccmYeraation at 4(30 PJl., July 24, with &c~g Secretary ot 
State SlllliMr Welles, inllt.ructiona were sent to t.ha Captain ot 
the Port at San Francisco to permit the departure tar Seattle 

25G 

ot the l'anuw>1an yacht SOO'I'ImUI CRa!S, owned by Ax.el W8llller-Oren, 
Swedish m1lllonaire, bat inllt.ruot.iona at the ...,. tlJse were sent 
to Coe.st Guard headquarters at Seattle and .hmeau, ~lea, that 
tho SOU'l'HE'llli a!OOS 1a not to be pendtted to depart tra: Seattle 
tor Alaaka and that she is not to be permitted to enter llaakan 
waters. 

Permits to depart 1111re granted to the .t..orican £><port 
Lines tor tha .t..orican ss El'TAVU lr'<a llartollt tor Liabclll, with 
a cergo ot coel and pipe, mtder charter to the CcnsoU.dat.icm 
Coel ~~ and to .t.aerican SS EXCA>IBI(JI .t:rclo !lew Iorlc to 
L11bclll, with a general cargo. 

llon!1ts to depart were granted to the G.-k ss NICILlOO 
VlRGlllll. rr- Sannn.oh, Georgia to tll.ugowJ t.ha .t.aerican ss 
JlENtucKI, troa Portland to Iokobaii&J the ~ SS SAil 
RAFAEL tram Portland to Japen rla Victoria . 

}IWiad1 ng Ctee• 

'rba German ;yacht TE IW'UNlA ~ad tar pet'JiiaaiOD to 
depart hal Honolulu, l!&wa11, tor the b1ab aoas . 'J'h1a caae was 
held tor .rurt.her conaideret1cm. 
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THE ADVISORY COMMISSION TO TliE COUNCIL OF NATIONAL DEFENSE 
FEOEJitAL ADCftVC BUILOINO 

WASHI~TON, D. C. 

Juq 25, 1940 

Tho Honorable Henry llorgonthau 
Secretary of the Treasury 
Washington, D. C. 

Dear llr. Secretary 1 

I have aent the ateel scrap cemo­
randua to Lieutanant llcl(q b7 apecia.l 
ceseenger. 

I a<> not sure that it is 1n 
exactly the form that rou deair·o, 
and 1f it is not, please call me . 

Regraded Unclassified



TELEGta;.: SEh'! 

JI GRA~ 

July 25, 1940 

AAIEMBASSY, 

RIO DE JANEIRO 

226. 

Your dtspatch no. 3252 July 9 . 

TrEasury advisEd by th E BankErs Trust Company 

that chtck was paid on July 5 0 Trtaaury statts that 

it is apparmtly tht practic E of somE Ntw York banks 

upon rtctipt of chEcks against blooktd accounts to 

]l'Ot£St such chEcks and, at tht samE t1mt , apply for 

11oEnst which would Explain tht Trust ~nmpany'a 

tElEgram of Junt 27. 

WElLES 
(Aot1ng) 

(PL) 

840. 51 Froztn CrEdits/303 

EA :FL:EHS 

259 
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TELEOIWI BEW'l' 

A.'IERICAN LEGATION, 

Sl'OCKHOLII, 

251, TwE~tyrtrtb . 

Your ~ Ju1y 16, 1940, 

PL&U 

JULY ll81 1940 

'111£ Trtasury 1s adviatd b:r tbt Bank or llanhattan 

tbat it bas no 1nrormat1on .,ltb rupcot to tb£ trans-

action, 

840.51 Proztn Crtdits/302 
1 

EA 1FL1ERS 

WELLES 
Aotllll! 
(FH) 
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THI SICIUTARY Or THI NAVY 
WAaH I N.TON 

JU17 25, 1940 

JC1 dear llr. Secretary: 

Tbenk JOU "8%7 _,ch for )'our note or JUl7 
twont7-th1rd and for the enelo1uree. I a s &lad to 
ban the wo .... tion which the)' eontein. 

It was e. rea.l pleasure to ban :rou on the 
boat with us le.et night e.Dd I hope .-e can do th1e 
frequently 1n these hot d&J'S . 

Yours eincerel.y, 

Kono,...blo Henry lbrpntlulu, Jr. 
Secretary or the Trea.sur;y 
llaah1Jt&ton, D. C. 

261 
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Bcoro:tary o~ Stato:, 

Washington. 

Berlin 

Dated JUly as, 1.9'<1 

&o•d 8: 25 a.m., 26th 

3183, July 2S , midnigbt. (8EOTIOI OlE). 

262 

lOR TREASURY rROK HEATH AND DEPARTKENT' 8 INJORKATIOI. 

Junk, REiob Eoonomioe Kinieter and Prcaidnct o~ the 

REiobebank, gavo: an &ddrcaa to foreign oorrupondcnta thil 

cv•n1ng on the aubj cot of thE new economic ord£r in 

Europe, prefacing hie talk with the statement that he bad 

bf:cn oommiaBioncd by Goering to prepare a oomprcbeneivc 

pl an for building ~ thE German and European economy after 

the end o~ thE war . The to: xt of hil addn••, howo:n r, wu 

handEd to the oorrclpondcnta in the form of anewcre to 

qucat1ona foriiiUl&to:d by thE o:di tor of thE BUDOST EOHO. 

There followa a oloac aummary traoalation Of tbE 

official text of hia rcmarka. 

Ontr. In annn to tho: quc1tion •How do you picture 

to your1o:lf the gmnal o:-1o ordo:r in tho: new Euro­

pean ordo:r!•. Punk pointo:d out that tbE lational 8ooial11t 

coonom1o pol1oy bad DKYcr bcen rigidly dogmatic bu~ha4 

employed mo:thodl which 1ccmcd .a•t praottoablc at thE 
-cnt. 
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r mount. 'l'b~<n waa a natural foundation for olea~< o:oo­

nomio ooopnation bo:twnn Oo:rmany and th~< CJtho:r. Europo:an 

oountrin. ThO< war will havo: far rcaohing dto:ote on tho: 

Europo:&n and thO< world ~<oonomy. Oo:rmony 1nhnc1a to ~· 

opo:rat~< oloacly with Italy toward th~< r~<oonatruotion of 

Europo:. 

Th~< ~<oonomio •thOde wbioh will bo: applied will bo: 

tho'" which hav~< giv~<n auoh great "oonomio r~<aulta for 

thO< Rcioh bt:fou and o:aporoially during th" war. 'l'bo: un­

r~<gulato:d play of foroca which previously brought German 

oroonomy into auoh gro:at difficulties will not bo: allOWEd 

to bcoom" effective in th~< tutur~<. The new methode will 

not only bo: of advantage to Oo:rmany but to all Europoran 

coonomioe which havr olea or rda tiona with thO< Reich. 

nu 

4LO 
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Scorctary of State, 

Washington. 

PLAI• 

. l'lla 

Da~~· July 36' 1940 

Rr::il14 9:12 ...... 36th 

3183, July 35, aidnight. (9EO!IOJI TWO). 

264 

Two. Tho: ournnoy athr thE war. J'unll: m&int&1M4 

t hat the ourrcnoy wu a ecoondary problE•, ~ pr1a&r)' 

ooneidcration bring EOonom1o lc&drrehip. In a eound 

European coonoary and a ecneiblc d1vi81on of labor brtwnn 

thE European eoonomice the ourrEnoy p,oblem would br eolVEd 

auto-tioally einc. it was only a qunt1on of rJIIPloying 

thr oorrcot moructary to:obniqu. . The cnormoue inorcaeE in 

the power of tho: Greater Gnman Jllrioh will naturally ineuro: 

the Rlriohemarll: a dominant poeition. It will oontinUE to 

inorEaee in importanCE released from the bonde of unerttled 

fordgn dcbte and tbr nu111ErOU8 variouely valued typu of 

mart. 1 0n the bu18 of the Mthod8 of bilatr:r&l trade al­

ready IIPPliEd &114 the pa:r-nte agre~ntl whioh have 

developo:d out ot the111, thero: will br a further do:vElop&RDi 

to .W.tilatcr&l trade all4 to an a4juatamt ot balanoo:e of 

paymont ot thE individual oountrio:l that thUI t bK varioue 

oountriEI oan &leo entEr into ordered eoonoaio relatione 

With 
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AS-3- No. 3183, July 351 m1dn1ght.(BEOTION TWO) , from Berlin. 

with c:aob other by ~Kana of a clearing agency. St abl e: 

~~rc:noy ratioa prcsupPoac an c:quilization of the b&lanoc:e 

in tc:rme of v&luc: of"the various countries and thc road 

to auoh a regulation of currency ratios will bE a long 

onr: . In Europe: c:vc:ry country IIIUIIt dcvr lop ita own coonomio 

foroca and o:vr:ry country will be: ablE to carry on trade: 

with another country but the: prinoiplca and ~thode by 

whioh thia trade: i s conductc:d will, by and large: , bo: the: 

same. Under a common valid monc:tary and paymcnt system the: 

controls a t r iot rc:gulationa and red taptr oan largely be: 

rliminatrd for th(y will be unnc:oraeary. 

Thrco: . What will bE lacking in the nc:w Europe: an 

economy? and what oommoditica will be SUP<rfluoua? 

Oc:rtain produote will always be lacking in Europc and 

an c:xolueivo:ly ac:lf euffioicnt economy ie not rnvieagc:d. 

Europo: Will naturally continue to be bound up to a 

great extent With the: world c:oonomy. Howc:vc:r , it iB in­

tended that as far as possible all thoec produote which 

arc ncoc:asary t o the coonomio indc:pcndcnoe of the: Europc:an 

o:conom1o &r£a shall bc: produoo:d in euffioic:nt quantity in 

Europe: . J'unlc ma.i ntai nr:d that the: German raw ma.tcr iale baec 

baa improvo:d greatly duri ng t he war and t hat Germany at 

the cod of a vict orious war will bavc an eXPOrt potential 

grwatc:r 

Regraded Unclassified



sro:atcr tbaD cn:r blrfon. .. will bl fr.r IICift 11MkJICD­

dlrnt at the 110nooultuna of the worlcl tbaD 11M wu blfoft 

tbroi.J8b wob produota u 00&1, potuh, troD, woocl, dco-

266 

tr1oal energy ucl npco1&lly 1D all the ayDtheUo •tcri&la ) 

dlrnlopccl by <k- aok- 11114 cOOIIOII)'. lilt 1t will blr 

ncoueary to oontiiNc coonomo nl&Uone wUh t!IK net of 

t !IK worlcl in ordlrr to raiec t!IK etanclarcl of 11T1Dg of 

the ~rman people aDd that of the h18bly clnclopccl Eur~ 

poran !.ncluatr1~ etato:e. 

nu 

4LO 
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lkorctary of State, 

laahington. 

Dato:d July 1181 1840 

Rl:o 1d Sz08 a. a., 88th 

3183, July 315, llidnight. (BEOTIO• !HilEr). 

Four. fbat MrObe.Ddi&e dOCI tlu: DCW Europe e:q~Rot 

of Rueeia, Alu:r1oa, Bouth Amo:rioa Md thl: rar Eaat. And 

what oo-oditiu Will it dcl1Tn in ,.xoh!lngct 

AcoorcU.Dg to J'lmJI: ... ia will in thl: future Plair 1111 

o:nn gro:ater role aa a eupplier of r • •to:ri&le and u 

a marto:t for Ocran induatri&l produota. 

•How great Ocrmany'e tr&da with tbc United Btato:a 

will be depend& o:ntircly on the .&.cr101Ul8 thoruclna. Of 

oouree ae long u it c!cfuu Qcrman goode suoh trade 18 

problc.atioal ud aa long u it holds to a dopa which ia 

nothing more than a dopa and ball no looser lillY b&Bil in 

coonomio praot1oc, trade with the United Btatc1 will 

naturally be difficult. But if the tlllitcd 8tatea wilbcl 

267 

to mab a oontiJNous contribution to the fo:ration of worU 

coonoay 1t IIUit a!Mmdon ita wrongful •thodl of wuting 

to be at the •- uac the grcatcat creditor nation IUld 
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jS..~ Jo.3183, Jul7 at!, m1dllicllt.(IIEO!IO. !BilE), tro. 
Bcl'l:lJl. 

t!K grcato:at O:llpOI't OO'IIDti'Jo If onor 18 a great OI'EditOI' 

c~\mtr; one abould not Pl'O•oto: ezpol'ta by all uthoda 

268 

wh ilor ayatcmat1o&lly h111dorl'illg i~orta. We will not attormpt 

to &nrnr t!K qul<ation of what .bcrioa will do with ita 

gold. In &IIY nrnt gold 'Ifill in tlu: tuturc no longer plaJ 

a role u thr bail: for Eurol;>t:&D Olll'hnoiu ainoor a ourrornby 

i a not depelldornt on 1 t a oovcr but on the v&llk Whidh th.t 

state that ia 111 thia ouo: the coonomio order rcgul&tord by 

tho: etato: givu it . U ie aomething else When one oon­

eido:re gold u a 1111dul 111E&II8 for &djuating payment hal&Doca 

but Ocrlll&lly will norvo:r oarr y on a monetary policy which 

briDge it into &IIY eort of dcporndornoe on gold ainoc one 

cannot bind oneself to an inltr~~mEnt whoae value onor oao­

not h1maclt dorhrminor. It however the .U.rio&nl w_ant to. 

go: t rid of their gol d whioh at present 18 of absolutely no 

uae to them then tb.-y muat revalue the dollar ~arda wbioh 

would of couree lead to eubatant1al diff1oul tiel for tbl: 

Amer i can eoonomy. But then gold would flow out of Am£r1o& 

t hat ia then ODA< would bo: able to eell &dvantago:ouely 111 

._ d•• and a stream of goode would then tlow to Amcrioa. 

Thil ia honver a quut1on dorpend1ng upon to what orxhnt 

the internal .&aorrioan polioy 0011 oarry through euoh a 

•uuro:. If oDA< :lJloidorntally brought the entir e gold 

whiob 
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wbiob ll.l<e in .-.r1oa looa4 liP ill a tort to 1111 1el&ll4 

111111 tbie 11111114 80ilk illto tblr ua tbroup - 1111.\val 

ootaetropbK tho:n abeoluto:lJ no ohallp woul4 poo:eearilJ 

cne\IK in tho: ,o:oono.io lifo: of tho: po:oplo:e. • 
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SEcrEtary ot Stat£, 

11e.sh1ngton. 

318:5, July 25, midnight 

PLliif 

Bll'Un 

Dat cd July 215, 19<10 

RcG 1d 8a55 a.-. 26th. 

(SECTION FOUR) 

Funk asacrted that at'tcr the End or th£ war and the 

blockade OO'III&ftlf'• tradE w1 th South America and the Wear 

East uould develop t'avorably alnot it li!Wit bE rmli3DbcrEd 

that thE dit't'ioultica or tht world economy, tsptclally 

of !uropc,wcrc aside tram thE ridiculous methods or 

Versailles, duE to the tact first , tbe.t Russia was 

tl1m1natcd as a carkct ~ieh sold i ts grain surPluses in 

EuropEJ that aEoonclly, the great Par Eaetcrn market was 

grEatly attEotcd by the wo.r in Chinn. ThE rtturn or 

stablE coon0111io conditions in Chinn, hot~nEr, towards 

270 

) 

whleh Jnpan is striving Tllll ebe.ngE this situation. FUnk 

said hE dld not bElltvt that thE attempts to makE thE 

American !IISl'kct autarohlo and to abut thm ott t'rca trade 

ulth th£ world wouJ.d bt auooEsat'ul. The Eoonomlo rEquleitra 

vert laoklnB alnoc thE Ubittd Statca can nEYEr absorb 

South AIIIO'loan Pl'oduota to thE atcnt which Europe oan. 

Tb£ 
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The Uni ted States must give up the idea that it oan dictate 

lto coonamio oond1tions to Gcrmaur or Europe, rcspcotivEl:ro 

We do not need the United Statu aa an intEl'llltd1ary to 

carry on trade with the South American countries. Either · 

German, South Ameri can trade takes plaot on the basis ot ,;' 

tree agrccntnts with sovereign South American countries 

or 1 t wlll not oeour at all. American plans tor export 

monopolies tor the South Jmcrioan produote arc in principal 

a bi lateral economic ayatcn wb1oh it already has in cftcct 

with other countries . Just why wbould Germany bt shut 

from this system? There arc , in any event , no technical 

ditt ioultiEa i n thE way or a normalization of rEciprocal 

trade relations. It 1s, ,attcr all , not thE methods but 

the quality ot thE o0111111oditica wh1oh 1a decisive and in 

th1a regard there really need bE no worrita concerning 

German etport products. 

(Five) Bow 1s tb1a war bdng t1nanccd in GErr:I&DTl 

Funk maintai ned that the essence ot German war 

f inancing 1s "labora . The billa through wh1oh thE Reich 

borrows art "labor billa" whose valuE is absolutely stable 

because prieta and wages art stablE. Bence, the questi on 

ot consolidating abort tCMn orcd1ta was absolutcl:r unim­

portant and the 1ndcbttdntU in GEl'IIIBUJ oould oauat no 
oonotrno 
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conoC'no 

(Seven) How '111ll thr: \'IIU' ccon01111 be tranetorzud 1nto 

a peacE economy? Will this readjustment not lead to a 

great economic crisis? 

Funk assC'ttd that GEI'tll&n)' had controllEd the r:concBT, 

both bdorc and during thE ar, largcl;r 1n acoordancr: with 

public needs and s i nce thr:rt wlll bt important problau 

to solv£ attr:r tht wa.r , thE readjustment will lead to no 

great d1tt1cult1ts. ThErE w111 not bE a suddtn dEIILUid tor 

monty or ortd1t bcoausc stocks will bt pcra1ttEd to be 

only gradually rEstored. Uonty and credit attr:r thE war 

will be d1rccttd at t1rst , to essential branohts ot pro• 

duotion. 

In conclue1on, Funk eaid; 

(A) By means ot l ong tr:=a econ01:11c llgl'Etmtnts with 

the European Statts will adjuot their production on a 

l ong t cl'!ll bash to the Gc:rman marlut. By this means it 

will bE poso1blt to 1norcaa t European output and to undEr­

takE product i on ot cnt1rtl;r nl:\7 products. On the othEr 

hand thErE will alao bE bettEr markets in Europe tor 

German goode. 

) 
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Secretary of State, 

rtaahington. 

3183, July 25,. !:11dn1ght. 

PLAIN 

Btrl1n 

DatEd Jul.y 251 1940 

Rtc ' d 4:30 a . m. 26th. 

(SECTION FIVE} 

273 

(B) Through creation of stable currency rtlationah1pa 

a well functi oning paTonenta system for carrying on trade 

bEtwEEn individual countriEs will bt insured. The present 

clearing agreements with atable EXchange rates can be 

developed to serve as a starting point for increased t rade. 

(C) Through consultation in the field of agriculture 

and industries the greatest possible production of food­

s tuff s and raw matcrialo and a sensible economic division 

of labor in Europe will be achieved. By moldng practicable 

us e of economic forces present in Europe the standard of 

living of the Europe~ peoples will bE raised and tbc1r 

ot ns c of security against possible blockade measures will 

bt otrengtbened. 

(D) A strengthening of the fEEling of economic 

community mnong the European peoples must be brought about 

through cooperation in all the fields of economic policy 
(currency, 

{ 

/ 
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-2• :518:5, .Julr 28• 11114D1ght. (SECTION P'IVE) t'rCllll BC"lln• 

(o\trrtncy, crEdit, production, trade, etc. ) 

The tconomlo solidarity ot the European oountri n 

should make poss i blE a bEttEr rcprEscntot1on ot European 

economic intErEsts as against othEr economic groups in 

world econCII!IJ• This 11nlted Europe will not pcrmit ~ 

non EuropEan unit to impose political or cconc:a1c ocndl• 

t1ons on it. It will carry on trade vith othcr p&rtnD's 

at My ti:n£ on thE bash or equality but bt able in doi ng 

ao to throw thE tull -ceonomlo wdght or the oontlnmt 

into tb£ scales. 

Funk concludEd by sayi ng that the oanprEhtneivt plan 

tor a peacE Economy prEpared by him will guarantEE thE 

GrEater Gtrman Reich thE max!.m\DII ot cons\DIIption goods 

to improVE thE WEll bt1ng or thE pEople. ThE EuropEan 

EconomJ will bt dirEcted toward this go&lo 

END OF JiESSAGE 

KIRK 

ROW 

Regraded Unclassified



• 

CJRAY 

(Parle) 

Storttaey ot State 

Waahin8tOD 

150, JulJ 25, 11 a.a. 

POR 'l'l:lE TREASURY FROM JIAT'l'I£WS, 

La Bourboult 

Dated Jul7 25, 1940 

Rco•d 10:10 p~. 

Governor Pournitr baa at last returned trom 

Paris but the Bank ot Prance pl ane ~or returning to thE 

capital BEla still to bE in thE air, I aileEd both thE 

Governor and Ructr at Chattl(!U70n but I hopE to 

en thE latter tOIIIOl'rOII . .&noth.rr oonvOJ ot Prtnoh 

bank pueonncl ~uing about 1200 ie dUE to J,Eavt 

tor Paril Prida.J• !hE opt:ning ot th.r BourSE baa bun 

poetpon£d until Mooda7 and I un4Kretan4 that th.r agmta 

dE ohangE a1'l lEaving th.rir auurit1U 1n unoccupiEd 

ttrrit.oey. 
No agrcDD&nt baa 71t bUD rEaChEd with thE G£1'B*DB 

with rceptot t o ao4al1t1ca ot cxohaDSE control or with 

rtepcot to t-. trccdom or ao~nt or aeect1 betwEEn 

Paris and unoooupild tcrr1torJ rcqu&etcd bJ th.r Prtnoh 

banka (~ourtb parapoapb wq hlEIP'• wu.Mr lll, JulJ 111. 

9 a .a . ) . !b& OCI'MM arc ao' pua1ttinl I'DQftl 
c1tb£r 

275 
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- 2 - #150, July 25 from La Bourboule (Paris) 

tither of any securities or of French or foreign bank 

notta in substantial volumt from occupied to unoccupied 

territory. They havE not howevEr aa ytt Established any 

systtm of pErsonal starch of rtfugtta and othtr persons 

pErmitted to pass bttwttn occupied and unoccupied terri­

tory. (Tht movtmtnt of rtfugt£s both French and 

Btlgi o.n back to oocupitd tErritory 1s gradually gaining 

comtntum and thrEE trains dally art runnsng fro:n 

Vichy to Paris. ThE almost complttt absencE of availablE 

gasolinE suppliEs of course constitutes a great obstacle ) . 

ThE AmErican banks continue to prooEtd slowly 

in t ht movt to rEturn t o Paris though Barrett told mt 

yEsterday that th£ Guaranty is mov;ng half its securitiEs 

section ptrsonntl German ntxt wttk. 

CariguEl told mE that his dollar transactions havt 

now btEn rtductd to somE halt a mi llion dollars daily 

and I gathEr from othEr sourou t hat th£ obtninSng of 

dol~ hr txchang£ authorizations ia growing morE 

difficult . For instancE I om told that to obtain dollars 

for paymtnt of imports previously oontrao t td thE 

import authori zation is inautfioitnt and proof of actual 

shipment or arrival _of goods in Franc£ is bting required 

(a policy which may, it sttms to mE, hQmptr trndt 

tvtn further in vit• of ita varinnot •ith our cash and 

onrry provisions) . Tht Minister of Finanot , who returnEd 

to Poria atvtral days ago, bas givEn instructions that 

all ptrsonntl of his Ministry must r eport at thEir 

• 
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poet~ 1n oooup1E4 tcrrttorr bJ lal7 Sl or loll tb&lr 

jobe. 
LErOJ-Bcau1111 bal been appointed •41r1otor ot 

tort181' o-rat at tbl outral a4111Dl•trat1CIII ot tb& 

ll1n1•tr7 of J'Snn!!OI:• u4 lln'ft A1Jib&D4 (fomn' 41rlotol' 

of o-ra1a1 aooorda of tb& M1n1atu of C rae) 
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Ptnanelal AttachE at WuhiJI8tOII 1n bil plaOio 

I bElilft 'JOU arc nff1o1rDt17 noqua1nt&4 with lll'bU4'• 
name to r~qulrE no o-Dt trca 111 (I haft DO ooat14nt1al 

oo4E hEr& . ) (EWD SECTIOW OlE) . 

JIURPJI! 

RR 
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SrcrEtory of Stott 

Woehl.ngton 

PLUN 1: GRAY 

(l'o.r1a) 
I.e BourboulE 

Do.trd July 'J-'S 
1 
Jf o("f 

Rro 1d ~~5~ p. m. 

150, July 25, 11 O o ... (SECTION roo) 

ThE Bo.nk of FrancE has naor at ficiolly blocked 

British boloncee in Francr. ThE Syndic e~tc of &nktrs 

hCia oirculottd thE following 1t tter received by its 

Prts1dent from Rutff. 

•rn v1£W of th 1: mrosuru tokrn by tbe Br1 tish 

Ocvtrnmtnt with resptct to Frtnch bolcnces in Grtot 

Brit~1n I hCiv£ tht honor to request you urgently to 

invite in my nomE nll bankErs end broktrs to block 

until further noticE such crtdit boloncu as thcy may 

hold tor thr account o f Br1 t1ah Jlb1aicol or 100rol 

ptraona. 

278 

• r shell bE gr~trtul if you r.lll givE ell dtsiroblE 

plb Hoi ty to the oE ~~~~:ostr Ea end inform your mEmbErs 

thrrcar as quickly aa possible•. 

MURPHY 

NPL 
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JR 

Secretary of State, 

llaah1ngton. 

169, tttrnty- t1fth. 

PLAIX 

Bwl.4put 

Do.tcd July 25, 1940 

REC l d 9: 51 a.m. 

Rcfcrrnct Legation' " 161 , July ai~ttm . 

279 

I 

Futura no\7 adv1sca further :unounto of aamc dtscr1pt1on 

al ao bloaktd. B::mquc Comntrcial ltl\lllainc , Buch.o.rtst by 

ordcr Futuro. inotructcd by HungQr~an GEnEral Barn<, Budapcat 

to rEI!Ii t the lc.ttEr \)107 , 000 blocked 11ith Chaoc Nctiono.l 

Similarly Bnnquc Commercial Ro1a11o.int inatructcd by First 

No.tional Savings Bank .Corporntion Budapest to radt thE 

lo.ttcr ~.940 blocked \71. th Irving Bo.nk Ncu Yolk . Both 

Ntu York banko r n''Ustd to rBIIit. Futuro. ot:ttto sitwltion 

ua.ctly anal.o.GOU:J to that outlined LEg:lt1on1 o co.blt above 

mentioned. Plto.oc r.ply S'roOR ocon c.o posoiblt case bEing 

urgent . 

ROll 
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R.M.Jr: 

Prot . 
Ohallberlaln: 

H.M.Jr: 

0: 

R.M. Jr: 

0: 

H.M.Jr : 

0: 

H.M.Jr: 

0: 

R.M.Jr: 

C: 

B.M.Jr: 

t ... 

Can JOV hear aet 

Jul7 25, 19'10 
8a21 a.a. 

'fee, Yer'J well, tbank 70u, elr. 

I Juet ha4 a au wUh llaD Bell an4 he 
wov14 be eaplJ 4el1pte4 to be relleYe4 
of the reepoaalblll'J beoaaae he 1&14 
he •• about 1'1&47 to ooae to ae. Be M14 
~ Jvn oov14A • t O&l'r'J u all. 

t .. , I think thet'e true. 

l ow, 1 14 llke t o 40 a l lttl e baJ'&alnlnc 
wUh JOV. 

On thlnltln& the utter oYer, I won4ere4 
lf JOVI' aeaarollt7 wovl4 10 to the extent 
of MJlDS that lf JOV vn4ertook thle that 
JOV wov14 aae ae thi'Dqh the r .. t of tb.la , ..... 

280 

Well, Kr. &eore tarr, the polnt I haYe le 
We that I han a preUJ hMYJ aohe4Dl.e at 
the UD1nra1t7. I oovl4 IID4ertah tbe retpOae1-
bll1t7 of -lac to Waahlnctoa t or aa IIDoh 
tlae aa 11 aeoelaarJ of ooarae thle eaaaer 
aa4 thea ooalac on -- ooalac 401111 4al'lac 
the w1Dter. I oov1411 ' t Cl n •• IIDoh t1ae 
attar the flret of Ootober, but I ooul4 
-• 4oiiD eni'J weak. 

file polnt 11 We, Bell •• MJlDC that lf 
we 414 U, la ol'4er to reallJ reline hla, 
thea JOV oQCbt to 40 the alplnc •• well. 
Rellot 

tea. 

1Da1ob be 40 .. - I aeaa, the llcnlDC of the 
Yarlcnu at1d'f. In otbel' wol'4e, wbat I'a 
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0: 

I.II.JI/'1 

0 : 

I.N.Jr: 

0: 

a.t1.Jr1 

01 

B.II.Jr: 

0 1 

I.II.JI/'1 

01 

•••• .r.: 
0 1 

• I • 

ti'J'llll to •n .... 11, 1t ..... Phi to 
4o U, Nll"l b1a ot tiM nUN NIPOIII1• 
•unr. lle11ot 

~ ... 
lcnr, woll14 Ula' 'Ill apoeeatlle 'o rost 

Y11, 1t u 001114 be 4oae oa Ula' b ... la. 

Well, Oo'ober 1 loolr.e lllr.e a 11teU.e 
,.., tor .. 1114 1t ron 001114 \Ike 1' tro. 
acnr 1111'U Oetollel' 1, bi\Wn acnr 1114 -
..., .. 001114 oei'V.llllr won "' -""' 
e111 1llbo ~4 \Ike O't'IJ' afhl' Ula,. 
I \h1lllr. Ula' .. ~4. I lft14 - U. -
I 1ll 'be 4kND ... ,, 1114 I ooe14 ell b1e 
or - - 10•'" ao' plac to be \beN, 
I llllden\184. 

lo. 

Well, Ula''' po4. I'• 11a4 rou'" ,.,uac 
0 ... ,. 

Wba' I ... , to 4o 11, lell ear• I'4 ban 
to P' ae Pl'le141tl' 'o elp CD benUn 
Ol'4a' au\!IDI'lqac -- ul ... Uac W• powr 
\Q ~ I oaa'' 4o u: be bae to 4o u • 
... , BR' bre'll be no U'Oilllle abcMa' 
u.a•, 1 -· \lie .., u 1a acnr u•• 411e­
pto& w .. \!Ia' \be olll:r perooa .._OlD 
·~ -., -e 11 CD A.le1nna' hG'I\117• 

I-· 
.. , "'ll t1• liP na IKe .. un ONII' ... 
•• lila " Mlr.l u lepl 00 Ula' JOS -
elp 11 well. 

All l'llll'· ... , 
Yne. 
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R.M.Jr: 

C: 

H.M.Jr: 

C: 

B.M. Jr : 

C: 

H.M. Jr: 

0: 

B. M.Jr : 

C: 

B.M.Jr: 

0: 

B.M.Jr : 

- ) -

And wbat I'Te sot in llind, I aiiUI 10 
tba t we' ra tb.1nk1ng alone tba ... ; Una 
i1 that bacinning With Mondar, I aaan, ~. 
rapi417 a1 rou OIUI, rou'll take it ott 
Bell'a abouldara and take the tull 
re1pon11bilit7 and u11nc our prea1nt atatr 
and adding to it in anr WI,J tba t rou tb.ink 
rou'd like t o do. 

What doe1 be tb.1nk about •1 aucgeation or Mr. 
Peble? 

Ob, rou aean 1ort ot upping bia? 

Yea. 

Well, I talked t o Folar and ba thought 
that Peble wu all r1gbt but that Bernatein 
al10 1e Tei"J 1aportant 1n the p1oture. 

Yea, but I tbou,ht Ber n1te1n bad a nuaber 
ot other Jobl too ia t he reaeon whJ I 
di4n 1 t auggeat b.1a. 

Well, he thought that Pehle 1e all right, 
but that he'd 11ka to baTt Bernettin con­
tinue aort ot aa legal adYiler to Peble. 

!bat 1a What I thougbt. 

But the wa:r I would do it, it :rou'd ooae 
down MondaJ - - an:rwa1 tba t :rou and Bell 
and Fole:r work 1t out il all right with 
••• 
All right , Mr. Saoretii"J, I'll be down 
MondaJ. 

It :rou'll do t11.11 , ot oouraa, it'll be 
a tarr1tio help t o both Bell and ae. 

Well I ' ll undertake it on that condition 
tbat'atter the tera beginl, I'll ba•e to 
giTa aore tiae bare. 

I under atand. Wall , than, it'll ba up to 
all ot ua to ba lookiq and poaaiblJ attar 
rou'Te been bare awbila r ou aa:r tael that 
Pable oould oarr:r on. 
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C: 

R.H.Jr: 

0: 

H,N.Jr: 

C: 

H.M.Jr : 

C: 

H.M.Jr: 

0: 

H.N.Jr: 

C: 

- ~-

Well, I think tbat'e quite poeelble. 

And 1t not, we'd baYe two aon\be to loot. 
around tor eoaebo~. 

All rlpt. 

But I'• teartUl that 1t we don't talr.e 
eoae ot thie ott Bell, he'e golng to brealr. 
down. 

Re eeeae to be •err Ured. I th1nk rou '•e 
all got prett7 heaY)' reepone1b111t1ee. 

I thinlr. lt 70u -e and \ben ea7 we lr."p 
our e)'ee open t or eoaebo~ to brealr. 1D 
alaoet ~e41atel)' -- that )'Ou ooUld brealr. 
ln to oarrr on atter October 1. 

All rlpt, Mr. Seoretarr. I'll be down on 
Monda)' and I'll ••• Mr. Bell and haYe a 
tallr. with h1a. 

Flne. 

I'll wrlte hla a note thie aornlng telling 
h1a I - ooa1ng down all4 eet 1t I can aalr.t 
an appolntaent with hla. 

fhanlr. )'OU. 

fhanlr. 7ou, Mr. Seoretarr. 
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I,J( , JJ'I 

Lor4 
Lo\hlaDI 

I.N.Jr: 

L: 

I .M.Jr: 

L: 

B.JI.Jr: 

L1 

I.I.Jr: 

L: 

B ••• Jr: 

L: 

B,I,JI' I 

L: 

•.•• .r.. 

.. u •. 

Bello. 

IOI'pllt:ba-. 

Goo4 •nlq, II', lora-ntu•. I •• trJlJII 
•• 1-' TO• lan niP'· 
rMIL. I •• u. tbe rlnr. 

.. _ .. II', hnlo - 11p ' ' on •• &114 lie ca•• • u •-• -- lie N.14 the aon 

.u'YelCNO pel't0-00 lie 1 4 ner OHD 4oao 
'117 ~ •• 4oao '117 7011 7oou~. 

I an. 

le a'boo1•••17 lo •• ontbuolao\10 ao oan bo. 

Woll, ~' 1o n1oo. 

I 'bMIM I 14 J•U 1'1111 7CN liP &114 M:1 b01r 
..- I appreo1aw u. It'll aua \81'1'1f1e 
41ft_.. w tbe wbelo fiiQal'e tor Ule llbolo 
UWIC lo llfW4 •' laU oow tbe np\ booU. 

Well. t:ba''o t:ba R7 I feel aa4 I'a Yei'J 
lllilllllr a'boln l' el.oo &114 I •• Ul'l'1'bl7 
woftolo& .... , t:ba7 - plJII .. fi'H .. 
Ulla pa tMUoa. 

~-- ....... 
J• .. 9G7 JllM ~ JCN .. • • • • • 
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L: 

R. ll • .Jr: 

L: 

B. ll • .Jr: 

L: 

R.M.Jr: 

L: 

B.M.Jr: 

L: 

R.M • .Jr: 

L: 

- 2-

le 11&14 be n .. er b.H1'4 a .ON 1-s»NIU Ye 
\b.lllf Ulan JOU' lta,eHU JIUU'daJ, le 
.. 14 1' .a!e an enor.oae ~111on on 
••erfbol7, eo I ~ucht I'4 Ja•t r1nc 10• 
ap an4 tell 7oa how auob. I appreo1ate4 all 
JOU 1YI 4one. 

!bat'• YII'J lt1Jl4. Jew, Jun •• lo~ •• I 
haYI JOU -- WI 11'1 OOlliOtl~ tbl f11Q1'11 
on tha lhlpaente or on 4&117 col~ to 
.Japan, an4 tbe7 are 1noreal1q tr-114oullJ. 

ree, u.., are. 

And. •• .• 

I w1N4 tor elallar t1CUN• troa London 
an4 tb.e Otbll' IOU'OII . I baY In I' cot thea 
Je1:. 

An4 1ib.17 are -- 4&117, reall7 thor•'• an 
awtul. lot sol~ out. 

Tee, there 11. 

Well, tbaDit 70u tor oalll~. 

Well, all rlcht. ftlanlt ~' Ill', IOII'IIlltb.au. 

Goo4·'117•· 

Goof.-'117•· 
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GROUP IIEn'IJIG 

Preunt: 

( H.M.Jr: 

Scilwar&: 

H.M.Jr: 

Sohwar&: 

B.M. Jr: 

Sob war&: 

H.M.Jr: 

role71 

H.M.Jrl 

role71 

Xr. llaae 
Xr, 'l'ho11p 10n 
Mr. 8ohwar& 
Xr. Geeton 
Xr. role7 
Xr. hll1'1'an 
Xr. Bell 
Mr. You.ng 
Xre. not& 

Jul7 25, 19110 
9:~ •••• 

Ob1olt, I thought the wa7 70u handled that 
plane et01'7 wae nr)' good. 

TbanJt )'OU, elr, 

I don't know how web d1tf10UU7 70u had -

We wre pat on the epot pret1:7 moh. 
be1'7bod7 celled for u. 
1'h&t •• handled 'l'el'7 well. 

TbanJt )'CU. 

low, are 7ou oolllna to JQO preu oonterenoe 
to taUt &boat thAt 8 7ear oontreoU 

It )'OU WJlt •e to. 

What are 70U go1Dg to talk on, the t1ret 
oontreott 

We oan't ••nt1on the taxp&)'ere' aa.ee 7et, 
bat 1n the !'rea81lJ'7 Bullet1D tor tble ... It 
1e eet torth, ae1D& lettere 1Detea4 of the 

I! 

• 
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( 

H. M.Jr: 

Foley: 

H. M.Jr: 

Sell: 
( H. ll . Jr: 

'Zhompaon: 

H. ll . Jr: 

Foley: 

Thompson: 

Bell: 

( 

- 2 -

names of the taxpayers, the Tr easury deci s i on 
which on t hose oiroumatancea provide that for 
income and excess profits tax purposes the 
entire lease may be wri t t en o ff within the 
period of the original l ease , which is g years . 

It i e for my information. 

It 1e Curtiss- Wr i ght and it ie the loan t hat 
wee in the ~ell Street Journal as having been 
made by t he RFC. 

Now, a couple of thi ngs: The first thing th1e 
mo rning, ~lr . Bell McS I have had a talk and 
in order to make life livable tor Dan, I am 
going to relieve h1m of all t h.1a foreign 
exchange work and I called Prof essor Chamberlain 
to be down Monday ready to teke over. He can 
no t stay on full t i me aft er the firs t of 
October. 

He onnnot etey? 

No . He is full time from now until the first 
or October and after thnt he cannot give hi e 
full time on account of hie universi ty 
reeooneibilitiee, but he will immediately 
begin t o look for eonebody either i nside 
the Treasur y or out, to t~ke over when he 
goes . I mean he will i~edi~tely begin to 
look for someone. I ment i oned to Norman the 
t act we needed an Executive Order eo t hat 
Chamberlain can s i gn. You gentlemen can 
work t hat out . 

I was go i ng t o ask t he General Couneel if 
he could aooo i nt hi~ as en aoe1etRnt t o the 
Secretary. ·· 

\1ell, wo rk it out. Dan asye that doesn't 
help. 

'lha t 1e the Executive Order tor , Dan? 

It is Puthority to perform these dut ies. 

This authority is l odged by the President's 
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F01t11 

Bell: 

H.M.Jr: 

Tbo11peon: 

H. M.Jr: 

H.M. Jr: 

H. M.Jr: 

Fol171 

H.IC.Jr: 

- ) -

orcler w1 th the lleoreta17. Bemh haa 10111 
quaet1on ae to whether the 8eoreta17 - 1t 

291 

11 not delepted to Seoreta17 Mors-nthau. 
It 11 delesated t o the lleoretarJ ot the 
!reaaurJ. He hae IOtle qu11Uon •• to wbathlr 
an7bod7 elee oaa 111D theee papere. I haYen't 
11ped an7th1ng ae Under Beoreta17. 

You e1gn •• ~ot1nst 

l ow, oaa an au1etant to the 8eoreta17 11gn 
ae ~ot1ns Seoreta17 or 1t he e1sne --

~llhtant to the lleoreta17, ot oourae, oaa't 
e1gn ae ~tins an1 80re th&n I OlD aa ~otillg. 

Oente, work 1t out. 

We Will oheok 1t up . 

I hne been all throuch thh betore. I think 
Bell 11 r1pt. 

!hat 11 right, 'but the queeUon 1a whether 
or not 70u aa7 delesate to an aee1etant to 
the Seoreta17 the autbor1t7 to 11gn. 

Well, between JOU and Bell end llol'!UD, han 
1t t1xe4 up and 1t I haYe to lip IDJthillg, 
I oaa do u to.-orrow. 

R1pt . What happene to the oo-.J.ttee, 
Mr. lleoretarJf 

0haaberla1n tak11 that OYer. 

I eee, and he Juet 1e V1oe t or Dent 

He 1a wbatt 

Be 11 V1oe tor Dan. 

n, set peraonalt 

M theJ e&J 1n tootball, Bell out and 
CD!aaberla1n 1D. 

, 
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B. II.Jrl 

role)' I 

H.M.Jrl 

rolen 

Bell: 

R.M.Jr: 

Bell: 

H. M.Jrl 

Tboapeon: 

H.X.Jr: 

- 4 -

!bat h ript, but 1Aeha4 ot Bell on the 
benob w put h1• up 1A Che bleaobere. 

An4 Che oom•ittee tunotione juet ae it baa. 

Juat ae 1t bae, juat relhTe Dan ot th1a · 
th1na ao be oan do IDOre i•portant th1nge, 
tinanoing at oatera. 

I th1nlt 1t baa reaobed the point where 1t 
h rout1Ahe4 enoup eo that Dan oan drop 
out. 

It hn 1t routine b7 anr .. ane. 

Yell, )'011 eet up a beauUtul organtuUon -­

It reall7 requ1r .. a lot ot u ... 

It ien't tair. I .. coing to look tor a 
couple IDOre people to brins down and err 
Cballberla1A out. I th1nlt ha ia co1ng to 
work out ewell and not onl7 two 110nehe, but 
I - SOill& to get eome IDOre people and trr 
the• out and 1t the)' auooeed we will uae 
two or three rouns tellowa around here. lie 
will aee what happana. The other thing 1a, 
I haTe ha4 a prel1•1DArJ d1aouu1on w1th 
ao•• ot the people here, llorun, and under 
tha rulee and ragulaUona ot the Treaaurr 
nobod)' 1& auppoaed to raoe1Te gratu1t1ea. 
Ien't that riptt 

r ••• air. 

All r1pt. Yell, whather 1t 1a a tbaatre 
t1oket or a box ot oand)' or a thr" 4&7 trip 
on Che boat. Theretore, b7 word ot 110ueh 
I w.nt 1t to be aprea4 that I thinlt U 1a -
do" not oo .. under Che rule• and reaulationa 
or the ap1r1t ot the• tor an)"bod)' to MU thia 
trip oTer the week-end on the 1 Mer1oa1 • And 
1t the thing oo .. a baok on rou (8obwar&) on 
the boat trip wllJ au44enl7 10 ..07 people 
dao14e4 not to, tha ananr 1a to abow tbaa 
the ralea &D4 raculation& on ,ratu1t1ea. 
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aollwar&t 

B,IC,Jrt 

H.)(, Jr: 

Gae ton: 

llotr. : 

Gaeton: 

l lotr.: 

B. X. Jr: 

H.X.Jr: 

8ull1Y&DI 

B,K,Jr: 

'l'ilo8p80DI 

2S3 

- 5 -

&ur. 
OerS&lDlJ 1t a ooupltl or theatre' Uall:eh 
h a crannr. a three ur trlp oa the boat 
w1 til all the llquor rou aaa drlak 1e a 
cratuur. 

I daa 1t tlllak aaJbod)' aU:ed. 8oae or the people 
tlllak ther will. beaau .. eY14eDU7 there are 
aore people ooWlt1J18 oa &alnc tllaa I kiln, 
but the raot thet the)' llaYe got to aoae aa4 
aelr. --

That h rlsllt. '1'lle raat that ther haYe got 
to ooae aad ulr. ae whether the)' ellon ld ID 
ebon there auet be eoae doubt oa the people'• 
ai.ade, &114 ir there h 4ou'bt, I Juet 4oa1t 
V&Dt thea doing lt. Gaetoa 1e goiag to 'break 
1t to lloRe)'IIOlde. Mac we going to go aa4 
Gaatoa v= t• to let llcReraolde lr.aov. ve.u, .. ,._,. --
I will Just oall llle attention to the Treeeurr 
regulatione. 

Ie he ia the Treeeurrt 

Be 1e not in the 'l'reaeurr anr 1a0re. 

He von 1t go, then. 

Gaetoa th1Air.e he would be l eaYiag lila out 
oa the eDd or a lla'b 1t he 414D 't let llao 
lr.aov that ao~ rroa 'lreaeurr we golag. 

'l'he oDl)' p eop le that I II&Ye heard or thet 
were goia.g 1n 'lreeeurr we one o r the l&V)'ere 
ia Cueto••· 

so- Iateraal Renaue people "'" .plaaa1ng 
oa goinc. You are talr.1ag oare or thatt 

Yee, e1r. 

All r1sllt, Horaaa. 

I llaYe a llet or proaot1on• ia the Ooaet Oaar4 
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H. )(,Jr: 

Ga1ton1 

TboiiJ)IOn: 

H.X.Jr; 

H,)(, Jr: 

H. M.Jr: 

TboiiJ)IODI 

Bell : 

H,X,Jrl 

Belli 

294 ~ 
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whloh JOU lllcht Uke to llp, 11DOe 1' 1Doluu1 
L1ntuant llob:r an4 L1nhUDt Tollak••· 

Oil, tlben 4oe• Chi• booo .. effeoUYe, •• of 
to4&:rt Do I date 1U Jul:r lOth 11 the date. 

TJlo;r han to &It 00-.11110DI1 Jot1 dOD 1 t the;rf 
You h&Ye to set the oou 1 .. 1on• 11pa4 bJ the 
Pr .. 14ent. 

Y .. , tho:r h&Ye to be noii1Jia te4 an4 oonfu..cl. 

Can that so up t~ to the eonatet 

Jo, tho•• ha•e t o co to the Pr .. 14ont. Be 
will •and. th• r1&ht alonc. 

Tho Senate 11 111 Millon tode;r. 

Bore 1• the lett•r I prepared tor JOur 
llpature t o till Pr .. 1bnt on the John ~ 
oa1e, whloh -• up la1t Deo .. bor. 

What ellet 

Thot 11 au. 

You will. reoall. IODI tiDe ap that Je111 Jon11 
wrote :ruu a letter about tbe del~ 1n the 
TreanJT 1ll h&D4UDC h11 oaee•, an4 be po1Dta4 
out that Ule lludeon Count:r •auonal Bank be4 
bean 4ol.a:re4 for 10•• tao. Thet oaee .. a 
J011111 Bank of AMr1oa oaee, pi'Obebl:r a Uttle 
worH, ezoept 1D llae. ftle:r ben be4 11Yeral. 
oontoreuce• d'llJ'1DC tho paet tw wok• with 
the ropre .. ntaUY .. of the bank, 1Dolad''llf 
toNer 8onator Xllton. Apparontl;r Ill 11 a 
pol.1Uoal power up there. The:r heYe f1nall.J 
oo•• to an acre-nt an4 •••r:rth1DC 11 
•tftl&btane4 out aD4 J .... 11 ••t11t1a4, 10 
1t 11 on the 1'0114 to •ettl-nt. 

Cloo4. 

I etlll h&Ye for 411011el1oa thot be011UYe 
Order on eeour1t1oe, ae to ~tbor or not 
we are 101111 to attaoh a •tallp to •eour1Ue• 
that IIIII.Ye b"D abl'oa4 aD4 hoYe eo• 11141oat1oa 
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B. )(,.Jrl 
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~t tMJ' pa .. ecl thrcnap foNlp IOlii'Oie. 

Well, lt r.u et&J' behlD4 tbh DMCl:Dc, W 
wlll "" I Cbh l'lpt DOw. V. wlll p 
arou4 c be I'OOa. 

I thlllk w oupc eo baYe IC4 aJI4 Bel'lletelD. 

AU rlpC. 

Prote .. OI' Cbaabel'lalD bae sooe b&ok 1D 
lev York. 

Y... Pehle ehoul4 be OD tbat, Coo. 

r... 1 wlll get tbla. 

Dao, 4oa't J'Oil CblAk tbat .JobD oupt eo 
ban a 11 ttle aoN aoae7t Be h so1oc eo 
aeeaae ad41tlooal Nepoae1b111t7 oa thle. 

WbJ', I Chlllk U would be •e~ 1004 lt be 
woul4 get aore IIODeJ. I doD t DoW how 
auoh pro..auoa be sot vb1le I .... ...,. 
I kDov he sot eoM. 

Be SOt 15()0.00, Be gete 15,500 DOW, I 
tblAk he ought 'to get t6,5()0. 

Be pte 15600 DOY. 

I tblAk we oupt eo ban Xerle Coohl'ao. 

Yee. I kDev tbel'l YIN aore people a1 .. 1DC. 

Well, I ou 41eou .. tbet wltb J'Oil• 

I oal.lecl up tbe blllk 1D lev York aJI4 Delthel' 
BerrliOD DOl' hle .. Ooad aaD Wl'e CheN, 10 
I wlll Cell. YOU DOW vllat I -Cecl Co Cell 
tta.. I YOD,t do lt thle laCUI'4a7o but 
beelllllllla Cbe tlNC ot AapeC I voD 1C 4o aDJ' 
llu1De .. UJ' 80N OD latu1'4aJ OD foNlp 
IUMnp uUl tul'tbel' DOClNo !Jiat pne 
... ~ • ObaDOI Co ,., MIIP' liP• It 
11 JgiC too .aoh. 
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Hue: 
. 

H.ll, Jr1 
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Start th1e SUUI'da7, lf U 1a po .. lble, 

All rlpt, etart th1e latul'da:r. 

11., York balllte doD 1t do IIUoh bua1D .. e OD 
Satul'da:r. 

Moat of thea are olo .. d, &raD't tha:r, DaDt 
'l'he:r haYe ohance4 the law lD Mev York, :rou 
kJlov, 'l'he State Banke oan be oloee4, 

I doD 1 t th1Dit the7 YO ted OD that th1e :re&r• 

I vi.ll do it and the qu .. tioD 1a wt17 the 
'l'reaeur:r haa acme lennth Da:r A4vent1et. 

Do :rou want .. to oall theat 

Yea. Ve have baoo•• leventb Da:r A4vent1ete. 

But we are not going to work 011 8wl4a:r, 
are vet 

011 Saturday we are Seventh Da:r AdYentiata. 

'!'hat 1a all I ban. 

Georget You put th1e DeteotiTe llcla:r OD 
a:r traolt all the tiae 011 eoae boolt :rou 111111t. 

'!'hat new order boolt. 

I haveD't sot u. 
You haTeD 't got itT I will haTe to put the 
detaotiYe loolt1118 eoaevbere elee. 

Ban :rou aelte4 Mad&a ltlot& about Ut 

llok:r dld, d1411 1t hat 

llad&a not&t I will aelt her &Dd fiDd out. 

Ve wUl so 1Dto a huddle. 

See if aha 0&11 eee JOUo 

(Ill'. Bau haD4e4 report to leoretar:r. ) 
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B.M.Jr: 
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I would atop th1a nov aJid don 1 t aand tbat 
1n to M ADJ' liON unl.aaa there 1a ao•th1n8 
V1'0Dg v1th 1t . 

That ien't on the new baaie J'at, Mr. Baoretai'J'. 

What 1a th1et 

Ship IIOY&IIenta. 

Aa ot J'e&ter4aJ't 

That 1a right . 

Yell nov, I will aend 

Tbere 1e not.hing Yei'J' exc iting on that. 

No. I think, Herbert - I v1U not b e here 
next week, but J'OU make a note, v1ll J'OU 
pleaaet 

Yea. 

You get these tigurea eYerJ' TueedaJ' tro11 
nov on Md while I am not hera on TueedaJ', 
the tiguree ooYering the veek betore ot oil 
and the breakdown on it, what kind ot oil 
and aorap iron, to Japan, 1\luia, Bpa1n and 
England to go to t he Preaident, State, Var 
and llaYJ' and Interior. V1ll J'OU talte oare 
ot tbatt 

Yea. And Ad81ral Btarkt 

Yea. 

In addition to the 8eoretar1 ot the llaY,.t 

Yea, and,Herbert, in order- I don't want 
a'l'el'1 da7 during the daJ' tbel8 ahip IIOY-nta 
&nJ' 110re, aee, unleea J'OU 10uraalt are 1D 
doubt. 

All right. 

It J'OU ara 1D doubt 70U giYe •• a ri~ and 

I t 
•• 

/ 
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B. M.Jr: 

Gaaton: 

H.M.J'r: 

H. M.Jr: 

Young: 

H. M.J'r: 
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J wlll He f:U• blat I U &IUlq a lot of 
etutt J 4oa t _, to cet U7 liON and 1t 
JOU• Bel'tlert O.eton, are 1JI 4oubt, JOU wUt 
la an4 au Beorr lforceotbau wb.at he th1JIIte 
about u. 
Coul4 J baYI a obanOI lOili t1DI to4aJ to 
talk about two or thl'le pointe in oonneotioo 
wl th that ahip DOY .. aDC tbin&t 

eure. Coae in right after the pNu ooDfeNnoe. 

Yee. 

But 1 ae&D the7 lteep feeding thl• •tuff 1Dto •• 
all the tiae and I want to 1top it. 

Well, JOU gaYe that order la1t night that ,ou 
41da 1t Wilt to pall on thou 1Jidirtdual• &DJ 
aore. 

Yu, but around here it 11 hard to atop theee 
thin31. All right, Oeorget 

I aa all through. 

Ph111pt 

I wlll g1Ye th11 letter baolt to JOU fro& 
Mr. Purrtl. 

Phil, th1e ie ., reaotion. I don 1 t ltllow -
eU down a a1oute. I 4oo 1 t ltllow the d"ta11. 
Ja the ool'llel' aner that d1tfioult MetiDC 
711terd.&J Mr. 1Du4eeo wtlllpel'ed to ae, he 
eald, 1 Well; I .., haYe to aek teo a1ll1oo 
4ollar8 DON of tha 1Acl1ah Oil the Paolt&rd­
Rolll Roroe dial, beoauH that 11 the oo.l7 
.., .Je111 .Jon .. 1f0Ul4 do u. • I 4oD 1t !mOw. 
All4 now Pui'Tll ooau baolt on ae. I 4oD 1 t 
WAilt to wear out ., welooae wnh bu4•en, 
rou eee. We 414 pull a wbite rabbit on h1& 
Jeltel'4&7· n, 4oee budlaD VADt tiD a1ll1on 
4ollal'l aore out of PurYbt 

...... e ba balD It 4olll &DJthlq wl t;h t;ba ;c!•'o• ..,. pYe hla. If J•• .. w111 follow 
' op1J11oD bl dOl Ill 1' baYe tO baYI tiD 

lllllloll aore out of hrrt•. 

J 
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Young: 

!!. H.Jr: 
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Well, auopoeing I do thia? You (Young) were 
over there, weren't you? 

No, I ween ' t over there. 

I asked him t o take you over. 

He called up. I had the Greek Chancellor on 
my neck. 

Turn your head a round onoe. 

It is still t here. 

I want tc see it it 18 olean. 

By the time I got t hrough with him, Purvis 
sa id it wa sn't worthwhile coming over but 
that be would let you know what occurred. 

Well, suooosing I s it tight this morning 
and do nothing. I wil l tell you what I can 
do , I have got e call tor Knudsen and you 
can all l isten in. I will t alk to him right 
now and ask him where he stand~ . I Just don' t 
went this ta l low to reel - I don ' t want him 
to get , you know, impatient with me, Knudsen, 
and I gues s Jesse haa pushed him oretty hard. 
My own hunch ia t hat in view or the ract 
t hat we want the Pr esident to aee ua today or 
tomorrow on the new aetuo or financing war 
orders, which we have reooc~ended, ve might 
let t his thing elide; and i t it ia this new 
organization, we aay get a breath or trash 
air and it we want horrible examples to give 
the President , the Packard one would be aa 
good as any, wouldn't it? 

'fee. 

You (Young) couldn ' t tind out tor me trom 
Purvi s where be stands on t hla Rolla Royce 
thi ng? 

Sure. 
Why would be want them to put up ten more beside• 
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tlw 25, h that balt tbe aonert 

I don 1 t know. 

I don ' t eitber. Do rou know, Edt 

'l'b1rtr aillion 1e tlw aaount, 1en•t itt 

300 

I don't know. Jeeee aet it un on tbe baeie 
ot vbere tbe aaount ot oapital oontributed 
br RrO and the Britieb tor conatruotion ie 
in ratio to tbe 111aaber ot eng1nea t o ba 
aanutaotured tor tbe United Statee and tor 
tbe BrUieb. !bat h tlw war be wanted it 
.. t up in tlw t1ret 1natanoe. Ve tau tbe 
po81t1on, and I aa aura we are r1Cbt, tbat 
National Detenee Leg1elat1on oalle tor tba 
conatruct1on ot tbe tao111t1ee and tba uee 
ot tba tac1lit1ee bee no bear1Dg upon tba 
oonatruction ot tbea but wbat we need ie 
to be able to produce a1rplanee and 1t the 
tao111tiee are tbere, wbat ther aar be uaed 
tor until the Government vante to take over 
the uee under prior1tr or under mobilization 
ot 1Dduetrr aakee no d1tteranoe. 

Doeen 1t it eay in tbat letter tbat ther oan1t 
go alwad anr war exoept on a tittr-t1ttr baaiat 

Be doeen 1 t ear titty-t1ttr. 0 Un1ted Statea' 
ahara 111ght be 1Doreaaed troa 3 to 6,000 eng1nea, 
eo putt1Dg 1t on a t1ttr-t1ttr bae1e on tba 
eq:1nee,• but not on the oontri'but1on ot IIODeJ. 

Karbe the 10 aill1on dollara will 1noreaee tbe 
Brit1eb oontr1'but1on tro• 1/3 to ~. 

Be aara, •I underatand that ae we are intereated 
to an extent greater tban 1/2, tba RrO f1Danc1ng 
plan oannot be arranged and we .aet bave a turtller 
10 aill1on dollar• to talte oare of capital 
detenee.• 

Tber are getting 2/3 of the qin .. but - I took 
U tber woere putting up 1/3 ot tba aoner. I 
don't know. Trr to tin4 out. 

-

/ 
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H. M.Jr: 

Sohwar~: 

H.M.Jr: 
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I will t1nd out . 

An7th1ng, Ph1U 

No. I have two or three things I want to 
t~lk to you about eome time before you get 
out or town. Our Hiepano 8ui~a engine hae 
turned up in the Ford plant at Detroit. 

How did it get through CUetome? 

I haven 1 t an7 idea. Mr. Harrie wee looking 
out tor it. 

301 

I know it. Weren't there two o r these engine•' 

Onl7 one turned up. 

Aak Mclay, Y111 70u, tor an appointment? 

Who ta running tor Governor or New Hampah1ret 
Got it all under control? 

I guess eo. In another oouole ot hours. 

What a state. 

They play tor keepe. 

Ed' 

No th1ng. 

Are you all r1ght7 

Yea. 

I v111 aee you later, I hope. Waeaohe vent 
up th1a morning to meat Smith at New London. 

Let's see, we are going to do - what are we 
goi ng to do, Dan? StAmP tax nov. 

I got paased up , Mr. secretary, on one matter. 

Oh, that 1e what you call playing 'Going to 
Jeruealem.• 
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• 
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I baYe tb1e or4er oil Obroae tJ'OII ~ 
PI'Ooure .. nt D1Y1e1on aa4 I alao baYe 
Juet reoe1Ye4 a aeaoran4ul ti'Oa the 
Dlreo~r ot PI'Ooureaut ln whlob ba eare 
tba toae oYer Uwre ban talke4 O't'er the 
wbole eUuaUon aa4 r .. l that U h oonti'&I'J 
to the Oo't'ernaaat 1 e lntereet to l'tleaee tbaee 
nesoUate4 oontreote wbare tbar baYe 11aUe4 
eoui'Oee of euppl r beoauee tber tear prloee 
vlll l'lae. 

.Ul rlpt. 

What I voul4 llke 1e aa op1n1on on 1 t. 

Well, take hie a4't'1oe. 

ror the Uae belng. an4 po"lblr later on 
lf ther ba't'e got enoup etutt, then wban 
tbar ban got u all ln we oaa •*• uee ot 
the tlguree • 

.Ul l'lpt. 

J 
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~ 0~ CX•""IIISAt iOII nTH 
D. STi:lUR! I G.U!UR1', l'li!'.Smf!lf, 
1:. fl. GiUC£ ~ D OVlll•AJ!Y, 

JUU t5, 11140 

Ia. D. s~ liJ•._rt ot •• a. o.... anc1 ~ oall«< 

th1JI .,l"Ainn: to oq t.l>t.\ 1>41 baa J .. ~ reoe1,..S _.4 1lrOII Pvu tbd 90o-c1q 

sterlln& bUla ....,. .now praot.ic&lly W\Mleabl8, Ha .,.pot.cl uplorU. 

t b• pou1b1111.7 ot aa\Uaa .., - lr1M of ballk opv1Uon 1JI w .. ton 
to h&Ddla th1l k1DII or ondit. He \llo•ll' \llat IM'OI ot ._._ ct.aruv 
wu about the boot. i.Jitonoocl oD • So.~ .._riD&D heb•ac•· 11e .-I'Ud 
t.l>t.t \be 11ow ton ~ ao- al«b~ &l., be .....s. I u cou~ to t.a1.1t 

to Ooorp If.......,. and uk ll1a 1l llo wU.l -"- .., i.Dd o~ Mat ot...c~T ot 

tb1.o q>OI)It.ioc, &lao oJCjll.cr~ \Ill ~a1bU11,7 of orc&nill.n;l a oorporat1on 
unclor tho Jicli• .1.41., or a n aooeptanoo bar& wlth prhato capital, \0 

eabarlt oD tbia tol'li or W.iDaaa. It reaponeible prhato capital ooulcl 

ba intorootocl, ! u•- that tho i.xport-Iaport Bank or tho R. Y .a. •i;ht 

oonai<lor lA>&fta. 

11r. Icl•bart &l.ao aiel that ba Mel jut * " 1Jilo.....S b7 . ,. 

of ble poopl8 1a llollrla , a .,. -cl Bowen, that t1>41 0.l'M!W bocl t>ec­
to aoquS.re ..,.....,..,.... 1JI lollrla, alao tbat Lurth&na& ._. &lao •1<1'11 a 

propoaal t o b~ a blllt·l.atororl 1JI tho Bolinan ~1rl1Jiu, pa~~ tor 
ouch atoak 1a ~t, that 1e, pl&naa, baacara, a\0, 

llr. IcloMrl &lao ratarracl acaiD to Ilia •uecaat1on of t110 
-" &CO t .. t - of Ollr' Go...-n~ 11(-Ua - f oclor&l l!eaaro. 8&Dlt, 
&.!".C., or \II& tr...1117 - ooaal.clar lUll otab1lii i.Dc loaM to the 
p_...,.. ll&nlca o! ,...1o,.. :.011U:. - loan ooucl.rt .. apiMt opao1t1o coe­

-.cliti• - llru1Uan oou .. , Cb1laan nitntoo &I'd BoliYiM t in .,4 

antiaq, 

3 
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TREASURY DEPARTI:EHT 
Washington 

POR RELEASE, NORNI!IG NEWSPAPERS 
Thursday , July 25, 1940 , 
7724/40 

304 

Press Service 
llo . 21- 71 

,. 

Secretory of the Treasury Morgenthau announced last night that 

the subscription books for the current offering of 3/4 percent notes 

of Series P of tho Comoodity Credit Corporation closed at the cloce 

of business Wednesday, July 24. 

Subscriptions addressed to a Federal Reserve Bank or Branch, 

or to the Treasury Department , and placed in the mnil before 12 

o ' clock, midnight, Wednesday , July 24 , wlll be considered as having 

been entored before the cl ose of the subscription books. 

Announcement of the amount of s ubncriptions and the bnsis of 

allotment will probably be made on !conday, July 29. 

- oOo-

.· 
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Stcrttary of Stat£, 

Washington. 

2402, July 25. 

PLAIW 

Lon4on 

305. 

Dated July ~. 1940. 

Rto 1d. 2:55p. m. 

POR TI£ASURY FROJ.I BUTTEIMOR'I'II. 

My 2~3, July 23, blocktd out thE dimensions of thE 

budgetary position and =7 2377, July 24, gaVE thl prEaa 

reaction ~ rEto. Important uptcta of Br1ta1n'e financial 

problEm aa I atE thtm which havE not bttn diacueatd 1n tht 

prtss and Which should bt rECEiving tbt attEntion ot thE 

British monetary authorities art thE following: 

With thE prtatnt rate of war uptnditun: running at 

~7 million a WEEk it ia probablE that sptnding 1a now out­

running - doily aDd wukl:r - thE intakt from (1) taxation 

and (2) gEnuine aovinsa (although thtat lattEr may tor war-

tim& purposts bt takEn as groaa not ntt aovinga). 'DUe ia, 

if this bt corrEct, "borrowing in rxctsa of savings", thE 

olasaio and aimplrat form of inflation. 

In thie connEction it ia pertinent and txctptional 

that an ovtrWbllming proportion of Britain'• wartimE outlay 

oa 1'&7 roll• ia bEing apent in thl Obittd JUJ18dca - thE 

a-.r and air forcE bdna at h~. In faot thia eire ... tann 
1a 
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RAW - 2- Plain, London, Jul;r 25, l9tO. 

is much in rv1drnct : tht largt tlow (rtpt~t tlow) ot mone:r 

as comp~rtd with tbt condition prEvailing during "the 

Indian summer ot British war tinonct" (err ~no. 2695 ot 

DEc£mbtr 21, 7 p . m. ). 

Tbt suggrstion implicit in tht Cbonorllor•a budget 

sptEch that acquisition ot dollar and othtr atcuritira by 

thE British Govtrnmtnt nvoida, pro tonto, inflationary orrn­

t1on ot crtdit sttma to me ovrr-s1mplit;ring mattrrs btcauar . 
tbt strrling boa tirat to bt borrowEd or crtattd tor purcbos t 

ot thESE holdings . On tht othEr bond, it ia possiblt (l) 

that intlationary crEdit hoe to somt Exttnt nlrtady bttn 

crrattd via tht txcbongt Equalization tund and (2) th~t most 

ot tbt stErling paid to invtators will return mort or lraa 

dirtctly to Govtrnm£nt loons ot ont kind or anothEr. 

It ~s attms prob~blt port or shipping tncilitita, it 

nothing tlst, will tntorct a lowtr ratE ot total (rtpEat 

total) consumption ot conaumablts, thtrE is tht prospEct ot 

largEr monty incomE impinging on a smaller supply. Prieta 

must rist unltas such diminishing suppl;r ia rationtd very 

stvtrtly and priers rtgulnttd. In other words administrntivt 

and political control will havt to countrrnct what would be 

tht normal intlurnct ot tht monty tlow in tht British 

tCOnOIII)' o 

The prtarnt and probablt tuturr tinancial and tcono.ic 

strain ia roail;r juatititd and txplointd by thE tact that • 
tor 

/ 
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RAW - 3- Plein, London, July 25, 1940. 

(} for known rEnaone - Britain is now oomptlltd to tEltacopt 

(repEnt tEltaoopt) what would , EVEn if undtrtQktn over a 

period of years (ae wae dont by Germany) , hnvc bEEn a 

prodigious financial war Effort. But the risk of a steep 

and dialo~ting - ore non sElf-propelling - rise in Uni t Ed 

Kinsdo: prieta and wages ie not removed by this admission. 

• It stems to mE only a firm and oonotrttd policy can counter-

act it. It is hard to sEE how monEtary expansi on rt~rrrd 

inEvitablE by the Exigrnoirs of a war Effort could (rEpEat 

~ could) b£ counteractEd by monetary, i . E. fiscal mt aaurts in 

an opposing sEnse . Adminis trativE and mtchanioal control of 

prieta cmd distribution of supply eon alonE prevEnt thE 

monetary f low from rxrrting ita normal influtncr: espEcially 

as thtrt appears to bE grEat hEsitancy about r Educing 

spendable 1ncomrs - now bring rapidly grnrrattd and cErtainly 

already raising total national i ncomE aboV£ pEacr t1mE lEVEls -

to tht degrEE practi cEd in GErmany. tb£et considErations 

sttm to mE to link up naturally and dirrctly with thE QUES• 

tion of exchangE policy and mechanism: if a risE in Uni ted 

Kingdom pricEs is not or cannot bt prEVEn tEd thE DEEd for 

somE elasticity in thE exchangE (govErning exports) is thE 

0 
grEattr. 

In tbt cast of GErmany t wo Essential factors had to bE 

cmploytd i n support of exports other than suba1d1ta, which 

did not prove a succus and wErE not rtally liktd by tht 

( 
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RAW -t- Plain, Lonl1on, Jul7 26, leta. 

<:) German OoYEznmcnt itaElf: (1) abaolutr ri&idit7 ot wagca 

waa rntoroEd and it waa the workrra• consumption that had 

to give wa7 and (2) whEn even eo export pricEs were toUDd 

too hign various dittrrrntial exchangE rates were usrd 

dthrr aa diffcrrnt typea of marka or b7 muns of direct 

bilatEral commtrc1&1 arrangcmrnts with individual countries 

1n eaoh ot which cxcbang£ dittercnt1ala plaJEd thE re~isitc 

part . 

On the othEr band, the Br1t1ah TrcaaurJ baa bJ the 

meaauru undertakEn on Jul7 17 introduced a degrt:t ot rigiditl 

in ita foreign exchangE mcohan1am wnicb accma to me can but 

in dur course prove incompatible with the completE lack ot 

rig1d1t7 or wages and domcatic ooata. 

Ironicall7 enough this auma to haVE bEEn unneceaaarJ 

tor in ita original regulation 5b, as pointed out in mJ tele­

gram no. 59' of March 9, 12 noon, it waa eating its forEign 

EXchangE cake and hnving it too; garnering ita tull quota 

ot dollara tram the salta ot tbt monopolistic 5b goode (and 

this liat could bE addEd to or aubtractEd from at will ) wh1lc ' 

at thE samE timE thE trEE markEt tor sterling (which could 

at an7 tim£ bE held at anJ lrvcl dctmed appropriatE bJ the 

intervEntion of thE equalilat1on fund) bcnEtitcd Britain' • 

comp&titivc exports. It to tbia wcrr added the blocking ot 

non-rcd4cnt omEd arountiu and thE network of pa,...:nta 

agrccacnta or unUattrc.l clearing al'I'ClllgoLnta , haVing tbj' 
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RAW - 5- Plain, London, July 25, 19•0. 

closed up the unprofitable loopholES in tht frEE sterl1.ng 

markEt, a neat mtohaniam would havt remained which in oon­

junotion with the equalization tund would havE providEd a 

flExible and effectivE mtans of ensuring a compttitivt ex­

changE rate for vulnerablE British exports to tht United 

States . The operation or thE 100 percent EXCtSS profits duty 

tax woul.d have automatically drawn off any undue advantagE 

accruing to a particular export 1nduatey. 

However, the problema remain ; how and when they 1illl 

bt raced up to is in the lap of wh.o.ttvtr political gods there 

b£ . 

KENNEDY 

W'IIC 

t 
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Da.tccl JUl.)' 115. 1140 

Rco1 cl 4&1!1 a.•, 86th 

J'OJl 'liiUStlR! J'ROll sum AID .uJO J'OR THE IDOIMftO. 

OJ' !1E DEP.a'lMEB!. 

Aooorcling to a etah•nt publiahccl by the Rciob'e 

rill&lloc Jlinietry th~ tot&1 tax rcnnuu of tho: ~ntr&l 

0on1'1llllcnt of tbc REiob in the period from April 1 to 

• 

JllDt: ao, 1940 wn 6 , 067 , 000,000 u.ru of wbioh 4. 1896,000,~ 

aro wen dt:ri"Rcl troa inoo• property end tr&dt: taD• 

(ino1\ld1ng wu ~UJ<e) end 1 1 171,000,000 arke fro• OOD­

ewaption taue end tbl: o\18tOM. !ot&l tax rt:Tcnuu wn 

th\18 aa? ,000,000 aaro higher then 1n the pnocclillg quann 

Ul4 846,000,000 aaro higher then in the oorn•ponding 

pcl'iocl of lu't yo:e.r. I"t ie to bt: noted that DOrm&Uy 'tu 

oollco"tioll8 arc eo•What higbn in the June quar'tt:l' thaD 

1n tu lle.rob qunu. 
fvl' thE pcl'1ocl troll Ootobt:r 1, 1939 to JUDIC 30, 1940 

dul'iJIC 

) 
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A&-3- lo. 3158, July 36, 3 p. a. , froa Jrrlln. 

during whiob prncnt tu ratce ban bun in cffcot groH 

tli.X on nvo:nuce of tho: Ol:ntral Oovcrll!Dcnt ban avnaged 

eligbtly over a,ooo,ooo,ooo a month with little variation-­

a ratE of 24,00;) , 000,000 marka a year. A. part of tbil 

amount 'bctwo:cn 1. 5 and a,ooo,ooo,ooo marka a year ia trane-

ferrcd to the govn1u11cnte of the provinou and OOllllll\ID£1. / l 

On the other bsnd the war oontr1'butione of the provinocl 

and OOllllllllllU to the Ol:ntral OovcrtUDCnt amount ing to about 

1. 6 billion marks a year arc apparently not included 1n 

the official statement of tax rcvenuce. There arc, furtbo:r­

more, ocrtain miaocllaneoue revcnuca euob ae the &1oh1 8 

share of tho: profits of the Rdoha'bank, REiohe'babn and 

other atatc enterprises, ecignoragc on mEtal coinage, 

rente on government real cetato:, oourt fince and ooete, 

cto. , wbiob arc aleo not included in the statcm£nt of tax 

nvo:nuca eo that it oan prob&'bly be eafEly aeeUIII£d that 

the Ocntral Govcrlllllf:nt' s total nvcnuu from taxes and 

mieoellancoua eouron (not including 'borrowing) arc &t 

lcaet a,ooo,ooo,ooo marks a month. 

nax 

Tn 
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JIOih freuv7 .a.u- lhllo1-. 
"he·p·• • Ch.ba. 

fb•ncb• • ..rket Julr 2~ olooe4 ~ot at 3-29/32 for 

caoh and Julr 3-57/~ for ~t for otodlnc 6-1/1 tor 

cull .-4 Julr 6-1/16 for ~' for v.s. 4ollara. Clol4 

"baro clooe4 at 5263 11114 wl -.ab at 41ocout of ~.~ 

KIO!IlLSOI 
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