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WMDI8GT08, D. C. 

Personal tp4 8eoret Augut let, 1940 

Dear llr. Secretar7, 

I enclose herein tor 70ur 

personal and secret 1ntormat1on a copy 

ot the latest report receind trom 

London on the 111111 tary 81 tuation. 

Balian me, 

The HoDOurable 

Hen17 llorgenthau, J r., 

Uni t e4 Stetee Treuury, 

Weah1Dgton, D. c. 

Dear Mr. Secretary, 

Very sincerely yours, 
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eblp of't nl.lahina. All all'Orflf't ret~o. 

LMt Distlt l4 Wolllngtono Mnt to 

a\\aok oil \araou . Otber oper o t1one oonoollo4 

owina to weather oon41 tiona. Al.l oiU' a ll'Ora.t'\ 

Gen11an air f',:Ne onl;y di&ht aoUYUJ 

;reateN'Io;v. Ono &Ol'Opl ene c ttccked oouthbound 
' 

oonwJ o1"1" lt1L1"1'1oh; f'ow bomba dl'op~d , no 

4aoo8•• Single olroruf't dropped boaba on 

!lorwloh, c pr1nt1na worlta 0114 aome bouaoa 

4~~C~age4J oaaual Uoe 10 ldllo4, 16 1njure4. 

Fomatlon or 15 eneny a1rora1"t e,pproocho4 Sout.h­

weot oooot but turned awa;v. 

Laot night , cneJ017 acUY1tJ muoh 

reauooct, probob1;r owing t o wecthor. Some o1r­

orl11"t reoobod outer London oubur'be; f'aw bomba 

4roppo4, no 4fliMI8e Ol' onaulll tlea. Soma 'bert'lliO 

balloona ~"e".,Orted 1"1red e t . $p0rad1o bomblna, 

wl thout l:latarlol reau1 t , reported f'I"Ol:l aouthwoa t 

Erlg18J14. 

4. ~r:r of' Cl11' oaaual.U ea: -

Doy of' J ul;r 30th. Enec;r ( con1"1n;.ed) 

ono JIB 111. one U> 110 . 'i'o t lll, enem;r 

Br1Uah: nil . 

5o Gh1pp1ng ooeunlti eo. 

a;v U-boatJ 2 oreok ahipa (3500 And 4000 

tone) , oorl')'ing srnin nn4 -.cod to Ire18JI4 0 aunk 

l4 and 15 milea o1"1" l'OI'tugueee cout And Fl'onob 

Atlantic cooat. Ycatal'do;v, Dr1t1ah •clan 

Lenzloa• (7300 tone) , oorrytna wheot and t1nno4 

1"l'u1 t t1'0I:I Auatl"ollo, tol'plldoed and sunk o1"1" 
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lor the Secretary o! the Troaa~ry. 

11!0:!: Co-ereial .l.ttacho JlcbOloOD 
Sb•n&baS t China. 

D.l. 'I'll: J.u«u. t 1 • 19 4o 

Sl~An&:h&1 ""'rlcet J~:y 31 cloud quht at 3-55/64 !or 

caah }-27/)~ tor .l.~at t or atorlin& 5-15/16 tor c&ah 

5-29/>2 !or .l."tt"at r or U.S. 4oll8ra. Gold baro cloaed at 

5,415 and vei vah at dioco~t ot 4.~. 
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8corctory of State, 

Wcr.e biiigton, 

788, firat, 

PLAD 

8TOODJO;..K 

na·~~d •ugll8~ 1, 19.0 

Rco'd 8131 p,m, 

6 

BcgoUationa between 81rcdcn anc'· :Rueo1a oonocrn1ng 

expropriat ion of 81rc~iah cntcrpriaeo end ~looked 8wcd1ah 

funds in Bnltio States may be linked with presEnt trBdE 

ncl!otiat1ona, Rikabanlc bclhvu reportEd bloo:·tng Snd1ah 

fundo by Jranoc likElY aa Sweden bLooked .Frcnob funds 

on Jund .. :ae (au our 891 and 708), Jnduatr1!11 0o-1aa1on 

eat1matea rUbber atook auffioient two years, 

!.rfJ'OR!l TRUJtiRT, COWEROE, 

STERLING 

.. 

• I 

Regraded Unclassified



• 

• 
• 

I BUR&AU OF FOREIGN AND DOMESTIC COIOIERC:S • 

' A~at 1, 1940 
• ~: Bruce Berckaane -- .,/ 

To: Boo. BllU7 llorgez~tbau, Jr., 
SecreterJ o! tho Tr•• lN1'7 • 

Sent at the req1.111 et ot llr. Nob1o, 
ODder Secretor)' ot c.._rco. 
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I 
~~e,<? 

1 

l 
.. 

Bruce Berclallane, 
Acting Director. 
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TO 

lS 
TREASURY DEPARTMENT 

INTER OFI"'CE COM MUNICATION 

DATa .Aucut 1, 19il0 

Seoretar7 Norcentban 

Mr. Cochran 
CONFIDENTIAL 

Act iYity of the elx reportin& banka in reaietered oter1in& wae ae fo11owe1 

1. Purchaeu of 1o1o6,000, of Wloh lo80,000 were acquired tro:n the :recleral 
Reeern Bal1k of !lew Tori<. 

2. Tbere were no eal .. of rectecered eterlina. 

Ot the abon-aenUoned purchaaee, 1.89, 000 vera bO\l4lbt by tbe banka for their 
cuato .. re; tbe r..,.lntnc 1o17,000 apparently vere ueed t o increaae rect•tered acccnu>t 
b&L.Dcee ln LoD4on, 

The feder al R01ern Bllnlc of !lew Tori< aleo etated that 106,000 ln reahtered 
oterlina wre purchaeed troa lt b7 two non-reportina 'banke, 

In the open market. oterlinc adY&need neo.rly 6; , troa an openinc of 3·83-1/~ 
a hlcl> of 3 · 89 at the o1oae. We leo.rned that thoo !low Tori< acenclee of Japanue 

were fair biQ'ere of oterllnc. 'l'be reportin& 'banko executed order• to 1111 
lo2b,IJOO and to purchaee lolls,OOO, all of vhloh .,.re for aco"""t of thei r co-roial 
cuatoMra. 

The OIUl.todian dollar had a elicl>tlr w.a<er tone. .I.e cocpe.red vi t h yeoterda7' e 
final rate of 11-3/~ cUecOW>t, it oloeed today at ~. 

The other ourreDCiee oloeed ae follovet 

Sviee fruo 
Lira 
Reic­
Cuhan peeo 
Mexican peeo 

.227~ 

.~ 

. 11Qo5 
10-l/2'/> cUecOW>t 
• 2018 bid, • 2036 offered 

We aade the follovina pu.rchaeee of ,old froa e~~n~Uked &eC011Zlhl 

Tbe :recleral Rooern Bank of !lew Tori< reported that the Bank of Mexico ehlpped 
$1,765,000 in cold froa Mexico to the :recleral for ito own accollllt, diepoi1Uon 

J 
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!» fta*a DeperiMa\ forwrd.e4 \o u a ca),._ naUq \ba\ tba followlac elll,_..a 
of p14 ,..,. • ..U froa "ftC)ee4, 'bnla of vldoll are fOS' eala to .- u. a. 4aOIIF Oftt.oe 
at lew tollto 

$21,000 eblppad. 'b)' lr~n I.W.., I.oa4oa, to tba ~\uraro 'lr'ILI\ OCIIIl*Q', lew ton:. 
12,009 eblppad. 'b7 Yaotlliutar IMI<, :LOD4oll, to ta.. Obaao latlolllll lluk, IIY tol\:. 

$33,000 !otal 

!ba Joe~ 'bal.liaa ...tooh wro repona4 to baft 'b- o1ooa4 ·~· aa4 u 
quotaUoao wro raoal..-4 troa tba\ .,...,or, 

%a I.oa4ollo epot oUnr .., fbo4 1/164 1onr a\ ~/164. !ba fonu4 pr1oe .., / 
vnc"'n&M a\ 2:2,..1/164. !» U. a. acpiftlch wero llo.~1# 8014 lto.o6# roopeoUftl7o 

J1aD4T aa4 J~amoA'o --'U_,t prlca for forolp oUnr .., ....,.mnco4 at 3'4-3N• !he,........,.,. pucii&M prlca for forof.cl> oUftr- aloo t!Mhnpcl at 3~· 

Y• ..U tllrM pal'CMMo of o1l'oer totaliq 270,000 -· 11114er tba lllftr 
Purohaa• J.ot, all of IOhloll ropro..Ua4 now pro411ootlaa fra forolp c-trlao, for 
forwar4 UllftrT• 

/ 
CONFIDENTIAL 
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TREASURY DEPARTMENT 

DAft J.zacuat l, 191!o 

llr. Coobr1111 

STRICTLY CONFIDENTIAL 
0!1'1o1al lal•• ot :Br1Uoh owu4 4ollal' oeca.r1Uee UDder the noUac Ol'4er 

1.w Februar,r 19: 

lo. of Sbareo $ Proceed• o! 1 .. 111a1 Talue $ Proceed• ot 
Sol4 Sh&r•• Sol4 o! Solido Sol4 Bolide SolA 

300 1,075 22 ,000 18,113 
100 5.617 137. 500 us, 76~ - a ,ooo 16,17 

2,530 30,I!o9 In ,000 Jli ,IIOI 
1,100 u,l!99 16,000 12,016 
1 .100 7.576 12,000 3.§9!i 
5, 130 56,176 2119.500 210,111 

l,3SS,083t l!s , 2]0,7llll 2 , 729,000 2.397 .935 

1 ,393,a3i l!s,J26,920 2.978 ,500 2,6os,lo6 

llr. Pboct reported tbat llOil•nated IICIOJ'1Uea !or tho ,.. u4111C ~ 20 
f'O' '&liiQ $500,000, 
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TREJSI:RY OF. PI !1TI'EIIT 
I'IAshineton 

FOR IWSOHTE RELEASE, 
~day , August 1 , 1940. 

Pret.s Service 
No. 21-77 

The Secretary of the Treo aury today announced the finrl 

subscription end allotment figures with respect to the cur­

rent offering of 3/4 percent notes or Series P of the 

Com~ity Cred1t Corporation . 

~ubacriptions end allotments were div i ded amonc the 

several Federal Reserve Districts oa follows : 

Federel Rese rve 
District 

Boston 
New York 
Phlledelphi o 
Cleveland 
Richmond 
.Hlente 
Chicago 
St . Loula 
I.Unneapolh 
Kenan City 
Dalles 
Sen Francisco 
Treasury 

TOTAL 

Total ~ubscrip­
tions Rece!J!!L 

~ 198, 303 , 000 
,1, 590.407 , 000 

130,218,000 
216, 021 , 000 
88 ,199 , 000 
75 ,166, 000 

434,250, 000 
77 , 325, 000 
37,368, 000 
47,457, 000 
51,421,000 

239.071,000 

t S ,1.85, 206; ooo 

-ooo-

Totcl ~ubscrlp­
gons Allotted 

' 17, 960,000 
143 ,436,000 
11,819,000 
19.616,000 

8 ,204 , 000 
7,622,000 

39 ,523,000 
7,237,000 
3,444 , 000 
4,352 , 000 
4 , 698,000 

21 , 547,000 

t 289 , 458,000 

\I 
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Auguet 1, 191!0 

MEMO!WlDUil FOR TilE 8BCRETARXI 

Attached 1e a aumme.r7 report or the proJeota 

vb1oh ha•e been worked on 1n the D1•1e1on or !ax 

Raeearoh dur1ng Ju1r 191!0. 
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XonU117 Jleporl on ProJeota 1JI the 
Di~ieion of !ax Reeearoh 

.Tul.7 19~ 

I. Ia p£OJtot• 

1. 444111ona1 •••tgnaentt on wnr apd exoeae prot1ta 

tv•• 
Kaw aee1gruoente on • arioue aepeote of the etu~ 

ot war aDd exoeee prot1te taxee are incorporated 

1n the w.11!11ar7 etateaent on th1e proJect g1•en 

on the tollov1ng page. 

2. Allocation of tax•• br income bra9kete 

A or1t1c1ea wae prepared ot a report b7 the Deparl­

aent of CoMmerce on 1Allooat1on ot Federal, State 

and Local Taxee to Ooneumer Income Braokete. • 
' 

(Mr. J'arioletti)8 

3· TrJ&tion trende and de•tlopmentt 

An article treating on trendt and de•elopaente 

in the field of taxation during 1911o 1e 1n proo .. e. 

(Mr. Atlu) 

~. §a1ee ta;ee in the United 8tatee 

At the requeet of the State Departaent, data on 

ealee taxee in thie oountr1 were prepared toP the 

J'innieh Legation. (Mr. Atlae) 

ifereone iieted ae wor king on the different proJeote 4o not 
include thoee who acted largel7 or exolueinlJ 1JI a ooneult­
ing or re't'1ew1Jig oapaoit7. In general, the pareon, if IU\1, 
aotiielJ 1n charge of the projeot ie lieted tiret. 
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II. Continuing proleott 

1. War and exoeae prot1ta taxet 

Analysis or ieauet raieed by var and exoeaa prot1tt 

tax proposals and assembly or ttatietioal and other 

information relative thereto have proceeded along 

eeveral linea. !heee 1nolude a report on the 

treatment or the 1eeuee raised in the 1Agenda 

tor the Exoeae Profits 'l'ax Ooma1tt!!1 under the 

War Revenue Aott; study or amortization and 

inventory problema; analyeia or tpeoial treat-

ment aooorded to particular typee or business 

und.er the World War and preeent exoeu-protitt 

taxea or the United Statu, Great Britain, and 

Canada; consideration or the treatment or non­

corporate buaineea entitiea and ot non-bueineee 

1noome ot 1nd1v1duale under an exoeea protite 

tax; the eetting-up ot torma tor tabular presenta­

tion or the eaeential teaturee ot foreign exoeaa­

pro!1ta tax lava; the compilation troa ot!io1.al 

documents or atatiat1oal and other baaio data; 

and analyaia or atatiatioal information relating 

to bue1neaa protih and tailuru. (Kr. Blough 

and atatt) 

I 
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2. Up4ittributed Profitt lax 

A memoran4WD 1a in prootu analy~ing, 1n the 

light of heuee railed b)' tbt un41etr1buted 

protite tax, the ttatittiot .ade aYaileblt t~• 

inoome tax returne an4 otbtr eouroee. 

(Hr. Shere, Hr. Atlee Md Hr. Copelen4) 

3• lnYentort or tax propotalt 

A OOIIpilation ot Treaeury tax pr opoaale other 

than lhoae deeigned t o produce reYenue 1a 1n 

preparation; and She 4ratt inYentor;r ot propoeala 

tor raieing additional reYenue ie being reYiewed. 

(Mr. Share and Mr. Zore.oh) 

4. Tax on nlue added 

A -ran4um 11 1n preparation analyzing the 

eoonoaic and adml.nhtratiYt iuuee wh1oh would 

be 1nY01Yed it a Yalue-added lax were illpOeed. 

(Hr. Jariolelti) 

5· lxt!l!!l ineurapoe OOI!J)Il!i!l 

A .,.orandum on ex,.pt ineuranoe ooapaniet, giYing 

attention to d1tterential treataent ot .utual 

ineuranoe oompan1tt other than lite and to Yar1oue 

lax-exe~~ption ieauet hae been completed and ie 

awaiting reY1ew. (Kr. Shere, K.iu Till, and 

Kr. K1.llt) 

Regraded Unclassified
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6. Inotnt1Te taxation 

A report anal7~1ng the prOTia1one ot s. 356o, 
76th Oongreae, hee been prepa.red and 1s being 

edited. This b111 provides tor the impoaition 

ot a tax which ia reduced aa the expenditure tor 

labor used 1n buelneaa 1e inoreaeed. (Mr. Shere 

and Mr. Far1oletti) 

1· Build ing and loan aeaoo1a t1ont 

A memorandum anal7zing the augge ation to exempt 

d1v1denda on building and loan aaaociation stock 

trom the Federal normal income tax has been pre­

pared and ie now being edited. (Mr. Shere and 

M1ea Till) 

8. Tax-exempt aeourit iea 

Data on (1) the groas amount or 1ntereat-bear1ng 

eecur1t1ea or Federal corporations and agenciee 

outstanding at t he end or each calendar 7ear troa 

1929 to 1939 and ( 2) the amount or such eecur1t1ea 

held b7 the United Statee OoTernment, Federal 

23 

trust tunde and Federal a geno1ea have been compiled 

aDd are being reviewed. (Mr. Eoker-Raoz and 

Mr. Mannen) 

Regraded Unclassified
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9• Ip99• pd 11tatt Jptt 

( al A •110r&ll4ua AAalJ&1118 1:be problema or 
ea1:a1:e 1:ax ~n1: 11 in prooeaa. (Kr. Killl) 

(b) Reports on the rollow1DC aubJeoh haYe not 

been ac1:iYel7 proaecuted during the .onth: 

(l) D1.a1:r1bu1:ion ot 1:ax-exeap1: eecur11:iee b7 

net 1nc011e braclte1:1 w11:h particular refer­

ence 1:o the holding• ot aucb eecuritiea b7 

per1ona 1n high income braclte1:e. 

(Kin Oo7lel 

(2) Propoaal 1:o allow corporations with tiYe 

or lees ebarehcldere 1:o be 1:rea1:ed tor tax 

purposes aa partnereb1pa. (Mr. Killl) 

(J) Power1 ot appoint11111nt end remainder• under 

the eata1:e tax. (Mr. Kille) 

10. Artiolea. etc. 

An article wae prepared tor 1:be Jul7 iaaue or 
the TreaaurJ Bulle1:1n on °81&e and Induetrial 

D1a1:ribut1on ot Partnerlhipa in 1936.• 

(Mi .. Oo7le) 

11. fax ch£onologr. 191§:1927 and 1928-1940 

!be cbronolo8J ot Federal tax ratee 1918-1927 

wa1 riYiaed to giYe ettec1: to 1uggee1:1one troa 
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t he General Counsel's of fice . Oorresnond1ng 

rev18ion or t he chr onology for the period 

1928- 1939 and e xt ens ion to incorpor a te the 1940 

aot are in prooeso. (Hr. AtlPa a nd !Usa Hughes) 

12. I ncome Tax Study , WPA 

The work or t he Philndelohi n orcject ha s been 

divided in the past mont h between continuance 

ot the study or i ncome t ax re t urns in oroceso 

since October 193g and a aoeciel analysis or 

st~tisti cs relev~nt to wor ~nd excess profits 

t axes. Plans and procedures tor t his special 

t abula tion >rere r or rnulnt ed, a nd review was made 

of addit1on~l text and t able for me connected 

w1th the oont1nuin& study. ( o!r . Blough , Hr . Shere, 

Hr . Ecker-Rac:. , a nd lUes Coyle l 

13. History of tax<> tion of lite insurance oo:ma.nies 

A me~oranduc rev1ew1ng the treatment or l i fe 

i nsurance companies under the Federal i ncome, 

capital stock , a nd excess profits t axes 1909- 194o 

was revised to gl ve eft eot to crit i c isms or the 

General Counsel ' s office nnd was sent to the 

Secur ities and Exchange Oomm1ooi on . (lolr. lUlls ) 
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III. lput1nt aae1g"!fPtt 

1 . Review• or publ1oat1on• 

'1'be :t1rst preu re1eate trolll "Btat1at1ot or Inoomt tor 

19)8, Part 11 vat revi!Vtd. (Hl•• Hughae and 

Hlu Ooyl.,) 

2. Stat1at1ce 

(a) Data relating t o dlrterent taxu, dlgeeh 

or tax lteaa, end Oongreealonal activlt7 on 

tax itema or intere•t to the D1Y1e1on are 

currently prepared. (Starr aembere) 

(b) In oonnection with the 1Up erv111on or thl 

technical work ot thl Bureau ot Internal 

Revenue, several propoaala or etat1atioal 

tabulations were reviewed. (Hr. Blough 

and Hr. Shere) 

(c) Ada1n1etrat1ve reporte and atatiat1oa or the 

Bureau or Internal Rennue are graphed and 

oommented on tor thl intoraat1on or 

Hr. Sullivan. (Hr. Oaapbell) 

3· oorrerpondepot 

!he D1v1B1on handled oorreepondenoe pertaining to 

tax probleme. (Start Maber•l 
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TELEGRAM SENT 

JT GRAY 

J\ut.·ua t 1 1 1940 

Allf:l!BASSY 

RIO ::;r JAliF:lRO 

ThE following o•riotly confiden~i~ communication ie 

transcittcd t o you a~ the request of the Treasury Depart-

O.UOTt The Federal ResErVE Bank of New York has r•­

c Eivc(. fro'"! the Bo.nco do Brasi). n onble dntcd .Tuly 27, 

1940, indj.cating a d•eire on the part of thE Bo.nco do 

" 7 

Bras~J to usc d~llar credit under thr arr~cmEnt entered 

into '"-' t h.: Fc(t - al ResErve Bank of New York e.s fiscal 
Unite~ Stn~%8 ~ - ~h t he Bnnco do Brnoil ns fiscal agent of th£ 
agent .>f 1-~e/Brn~ilian Goverrunnt , pursuant to the letter 

of July 15, 19:! '! , from the Secutary of the Tree.sury to 

tht ~inister of Finance of Brazil, no supplemented and 

modifiEd, The lrcdcral Reserve Blll)k of llew York, as f iso~ 

agent of the United States, is prepared to purchas• from 

the Banco do Brqpil Brazili an milrds as provided i n the 

arrangement contained i n the letter dated July 15, 1937, 

f rom the Secretary of the Treasury of thE United States 

to the Yinistcr of Finance of Brazil as suppl•m•nted 

and 
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-2- f233, Augus t 1 to Rio de Janeiro 

and modified by the lettEr datEd SeptembEr a, 1938, 

from th• Federal Reserve Bank of New York to thE Banco do 

Bre.aU, upon rcodpt of th• oonfirma~ion by thE U:litcd 

States of Bra zil that the Banco do B=aail baa been de­

signated r.L fi 'loal agent of the United StatEs of B.razil 

to EntEr into euoh arrangEment and io authorized to aot 

as such in oonneoti on with thE traneaotions r •fErrrd to, 

Confirmation rrquc&t4d bEoaue• oonf~~~ti~n oontainrd 

in note t.., you from <he !.liniatry of :·oreign Affaire of 

Braz~: da~rd October ZS, !S39, transmitted to the 

oEcr~tary of Stnte with your d~apatoh no. l97a. datEd 

Ooto·"r :::••: 19:!!J, indicatEd only that th• Bano,; do 

28 

DTaeil 18 t•.uthot U:cd as fiscal a gent of thE Brazilian 

Ci-?v .,;·:-.mmt to r• .• intain a gold dEpo&i t account 1n aocordanqc 

with ·.~e c!.ovE-- '· uoribrd arrangcmrnt and did not i ndi ca te 

wil&tu•r Snlloo C:<• Brasil is authorized to act ae Ueonl 

GS<nt of the Brnzilian Gov<rnm<nt i n connccticn with the 

purcr.asc of mUrdo by thc Federal Reecrn B.mk o'1: New 

York froo the Banco do Brasil under t hr nbovc-dcaoribcd 

arrnng•m•nt , UNQUOTE 

PlEase obtain a written communi cati on from the Oovrrn­

m•nt of Brazil t o thE Embaaay oonati tuting t hE r •cruuhd 

confirmation, telegraph tExt, nnd forward ou.'t1f i t:d oopica 

which the Do:partment of State oan t ransmit to th• Treasury 

DEpartmEnt and t he Frdcral Rucrvc Bank of Nn Yol!k, 

EA:FL: EBS 

!lULL 
(J'L) 
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DEPARTMENT OF STATE 

WASHINGTON 

Aagut 1, 1940. 

'l'he lleoretary ot !tate preente h1e o011pU..ate 

t o the Roaoral:tle the Seoret&J')' ot the 'freu111'7, all4 

enolo .. e tor h1a oollt14eat1al 11ltor.at1oa oDe oop:r 

of parapbraae of telqraa lo. 2.e8 of Jul;r :11 troa 

LondoD. 

.. 
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PAJW'IIRAS& or TELII!IIWC R&O&IVED 

J'ROX: Aaerioan Ellba .. y, London, England 

DJ.TE: Jul.¥ :51, 1940, • p.m. 

NO.: 2<l88 

TRIPLE PRIORI!Y. 

STRICTLY CONriD!NTUL FOR TR1! SECRETARY AND '1!11: 

SECRETARY OF THE TREASURY. 

Yeeterday I had lunoh v1th Xontagu Noraan. He 

1noluded 1n h1s talk one matter of part1oul.ar 1ntereet, 

vh1oh vaa h1s expreee1on ot ooaplete d1eeatietaotion vith 

the budget. He ea1d that beoauee the Tl'eaeury had played 
politics, the budget vae ooapletely 1netteotiTe. 

The Treaa11.17 had bad suggested to it by all the 

experts - and I Judge th1s included Noraan - that e1noe 

taxe• beyond all reason had been imposed upon the rioh 

and middle olaeees, that it vas the ooamitte• ' • opinion 

the tax to be lnhd ahould take in the people 'llho 

reoeiTed moat tinanoial benet1t tro• the war, neatly, 

tho .. 1n the group vh1oh reoe1Te upvarde of t 26 a v .. k. 

The aboTe propoeal wae taTored by lingel ey Yood, but 

it vae referred to Attlee vhen taken to the Cabinet. 

Attl" vu detin1ttly oppo"d t o the idea until the tu .. 

30 

tor those in the upper braokete had been ra1eed etill further, 

and until iapoeition ot a capital leT:f. 

Noraan reiterated to ae that Attlee and the Labor 

Party d14 not uaderetand that the Ooni'DIIent needed aot 

a 
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a peJ"Onbee of cooa. 'lnlt the7 aee4ecl oaah. n. •aae•U• 
baa been a4Yanoe4 Uae u4 UM apia b7 people hol41., 

bona. &D4 gonl'llllnt .. our1 u.. that the7 be p~ u.a 

to pe;r the1r 1DO- tu .. with conl'llllent eeour1u .. ; 

tbe7 et.te that 1t tbe7 ooal4 ant1o1pate th1e tbe7 woal4 

part1o1pate to a creater extent 1n IOYern.ent loane 

at the pr .. nt tiM. Bowner, the eucgeet1on baa been 

turne4 down 1n all ouee. 

I qu .. uone4 lo~ u to bow -h the plan wh1ah 

be and the Coa1 ttee 011U1ned a1ght be npeote4 to obtain. 

He ea14 u •uah a• I. ~.ooo,ooo. I rne.fte4 that the 

uout of the def1o1t u 11••• to t he p11bl1o 1U 

I. 2,100,ooo,ooo, u4 the toreco1DC -•t wu a lone ..., 

ott troa that. Be ea14 the 4et101t f1C~~r& wu of oo­

tor publ1o oonea.pt1on, that ae an aotual taot tor the 

ourrent 7ear 1t woal4 har417 -•t to I. 700,000,000. 

'1'he plane of tha 'l'reulll')' aa4a proY1don tor lo 200,000,000 

of th1a. I.t the uall tu pe;rer were 1nol 114e4 1D the plane, 

PJ'OYh1on woal4 be ...a. tor another 1. ~.ooo,ooo, ••"'DC 

a total. ot 1o aoo,ooo,ooo. !llu the aa,Jor part ot tha 

4af1o1 t woal4 be taken oare of. lo~ ea14 that the7 

... , of oov.e o- to u -- or later, w1~•t a 4oet. 

lo~ 1e terr1'bl7 bear1ah u 1.o the tunot1on1DC of 

e:q10rt an4 tnM. I ahoal4 Jqe Ulat ant of hh tiM 1e 

epeat 
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oput; t•k• ng oare of 41oooaat; bouooo wh1ob. are aot; 111 a 

pooU1oa to aeot; t;b.o11" obl1rat1oao. t b.aTo t;b.o 14oa t;b.at 

b.o 1o 4o1JII tb.1o T01"7 ooontl.T out of BaDk of Eaclaa4 
prot1h - b.1o ooatont1oa bo1ag that 'lllllou all ooat14oaoo 

1a to bo loet, he 11110t ltoep t;b.o baalt111g aaob.111017 fiiDAIUoa1 ... 

lDI&Di • 

• 

Regraded Unclassified



COW fOLI WCHTa 

- o• 
Mit, H , IC UOCH.CHI"-D 

CoRY or Letter tram B. Me;l oo City , Auguat 1 . 19 40 . 

1 

The publ ic a t tention haa been centered on t he reorgani~ation a or the oil indue t ry end the Railroede, The Presi dent, who bed l ef t t he city at t he lett~r pert of pea t week, again ad~reaaed the •or~en or t he t•~ i nduatriea (ea a matter or teet or ell induet r i ea) t roo Queretaro and on tbl& occaal on be .ae a little more ou t apoken and energetic, and made quite eleer bl a intention of going t hrough with t he r eorganization. Pr eviousl y , t he Direotora or t he oil industry had been authorized t o corry t be mott~r before th~ Labor Hoard , s eeki ng the unavoi dable read­juatment with tbe Boerd ' a i nt e rTenti on . Tbe pr ocedure la tha t ~t t he 
• econo~c contllct•, wbicb ao oft en baa been deni ed to priva te enter­prlaee ( eee t he A.B.& 1!. Co. •atehuela caee) . It 1a now r "ported t hat good headway 1a being mod~ before the Boord end t h. t t be readjuataent 
•ill rapi dly be carri ed out , cons ist i ng or laying ot t sona 2~0 t o 3000 
~oo , preferably t hose employed after the 18t h or ~arch 1938, dot e or t he 
e~r~priation. Salerl ea end ~a~ ~ • wil l be r eviaed do~nwarda , aa will bf' 'lth~r l·eneti ta enjoyed by t he oil 110rlcera. It 11ould not be aurpriel 1g to ter m t hat t he oil •~rkera conditione will be leas favorable ert er tbla read juatment t han they were bcfor~ the erpropriation . Tbr dovelop­:aent ls rather i ntereatin!' , conaidE>ring t he t tb~ labor cont reote tur­
niah~d t he pretext tor t he erproprlation ; alt hough t he develop~ent la 
10 eurprlae . The Railroad& will in ~11 probability have t o t elce the 
ao~e medicine aa t he oil 11ork~ra , although the lredcra are eaauring t ho t they will not ~ccept ony readjustment. They either do , or the 
R~ilroeda will be uneble to cont inue operating. 

And t he Oovernmant'a labor t roubles do not end wi th oi l and Roil­r ,eda. There ar e aerioua contlicta at ea•eral St a te De?ert~ente, aucb ea Cosunicecionea &nd Aetatencie RGblioa , where f eder al ~ployeea ere threatening to at rike 1r the i r demonda are not accept ed . So at t bia 
ti~e t he moat aerioua lobor trouble aeema to be bet ,.een the Government and aoJJe of t he Unions. Or course , t here are ot b,.ra lUte t he Cenenea 
atr1~e , wbicb ramai na 1n e tatu quo; Watebuale , on which nothin1 hea 
• ~en done. Then , t here is another eleotriciena atr llce c~ng up, affec ting a ev~rel or th~ Nor the rn Sta t es . 

I n t he political field t binga have been pretty qu i et . There ia &Olla t alk th' t t wo Congreeaea will be ae t up , one by t be P.R.w. end 
anoth~r one by t he Allaazaniatas , but whet her t heae rumors hove any foundati on remains t o be aeen . Tho preaent Congr eaa is quiet ly aeetlng to an extraordi nary period , a t which ao~e pro j ect& or lawa e re to be d ls­cuaaed, ~oneat t hem t hat or co2pulaory mil i t ar y •~rvioe . 

The Ha vana confer ence baa received ao·ue attent i on , and opini~ns seem t o dirr~r . In ao~e qucrtera diaappointment hea bean a X?reesed over t he rao t t het t he conference aeema to g ive more attention t o t he pol itical aide , t han t o t he econo21o aide , which wee to be e~ected . People here ne being werned i n edi t o riel a not to be t oo optimistic over t he econo:lllc 
OUtCO~e Of t hl t ~eetiag , 

The exchange continue& et 4,95 without sno~ing any t endency eith< r way . I 
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CleJJ ot a..-n t~ lleeterro7 , •. t.., ••noo, "n•' l.lttO. 

h'eol4•t Ce!'tftU IIU 4-4e4 ot t bo petrol- u4 r&ll•7 
worker• \bat a :r.oraulsatloa. ot bot b 1D41latr1 .. bo -•• to ottoot 
ooo.-1•• dlob oro aoooOO&J'Y tor ooa.t1Dilo4 oporotloa. Tho Qo-.ora­
ant adal\o \bot t bo ... roUoa.o ot tbo petrol ... l.Ddlla\l'J' llaYo ro­
nlte4 1D a dothU of oppronaatel )' 6& .Ulloa poooo ol.Doo tho 
propor Uoo wore ozpropr1ote4 . fto rooraulsaUoa, ao propooe4 117 

34 

tho Prooltoat, oallo tor 4raotlo oato la .... o u4 aoola l oooari\7 
boaotito. fto lxooatiYO ea.atttoo ot tho Patrol ... 8JB41oato ba4 
oa r eo4 to aaoopt tbo ProoU•t'a Oll&8oaUoa.o aa4 woro-...lt4 to 
bon lir.•• aa osr-eot to4a)' wi tb Pnroloo• Mod.oaaoo, 'IIIIo opor~to 
proport ••· fto l)'a4iooto a.-bora 1\oto \bat tho Eroollti•o Ooaait\oo 
bit ao aatborlsaUoa. to dp the aa...-oat aad aro 4-dl.D& \bot t ho 
.. u or bO 4110\leiOd ill a CODOral OOll'I'OilUOD., oallod tor \ bat Jllrpoao 1 

aa4 nato \bat! it t bo lxaoaUYO c-tttoo alpo t ho aar•••t withiN\ 
t ho aatbol'lnt oa. ot t bo O...aUoa, it will aot bo reoocatae4 117 tao 
8)'a4ioate a.abou. fto I)'D41oato ••bora olala t hat tho 4ot1oU b 
opor~Uoa 1a aot tao t o ,....o u4 bOilotlto rooe1n4 b7 tho poVol~ 
woritaro bat -• tao to tbo Clonll'IIIIOil\1 1 ••U1.nc tho oU t o 0ol'MilJ1 
n.l7 184 a IIANII\oll Rotl.al.Dc Collpu)' a\ a prloo aroatl)' below pro­
tuoUoa. eon• 184 to 1apropor ... aa•ent, and that, t borotoro, \ ho7 
l hOilld aot be oallo4 Oil to aako Oil)' IOOritilol, 

fto r~Uwa)' worttoro oro a1oo 4aaadl.Dc t ho\ tbo r:~r:~:!:::Jt~ 
plaa propooe4 b)' tho Prolldont be 4iocllloo4 b)' a coaoral. 
'IIIIi ch will 4oo14o whotbor or a ot t ho plan l hollld bo aooopto4 , 

Pr .. idoa t Cardonu ~ l.Ddotl.Dc oa. t-o4lata a ction, but 1t 
r ... lal to bo • - wheth er or not bo rlll bo abl e to eoat rol t bo 
8Jil410at ... 

ftoro baa b- YOI'J' 11\tlo oball&• 111 t ho po11t1oal litllatloa 1D 
t bo pan tow 4&7•• Both no .U.Oaaailtu u4 t ho ••ttoaal Rnob­
tlOIIOI'J' Part)' oro appa:rn\ly go lag &hood wi tb t bolr plalll to:r o011n a1Dc 
two lepar ato Coag:rooooo t o:r 8opt .. ber lot. It 11 ruaore4 t bet t bo 
.U.uan Part)' ••bora, wbo are t o bo 4 .. i pato4 • • oODatoro an4 oon­
&r •• .... t_h••• boaa 1111\ruotod t o proooo4 1n41'Y141lelly t o Mozioo 
Oit 7 1D cuacaile , to bo oa. bend t or the opn.lag ot Coagrooo. On eztl. 
AlaaMD 1a nUl 1'1 Bo'faaa , lid, u a4Yhe4 1D a prorlollo a aorut•, 
bo hal ota\04 t hat ba will r etlli'D to llozioo Aa&cu•t l llt h . 

hobugo •.tl5 . 
I , 

I • COIIIPUWDf'Te, -

.~ .... M. IIL :: I I:ULO 

~--------------
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.............. .... 
N.t.n DaP.t.aYM•I'IT 

onKa C. TBJ: CIIIU fW NA'f .U. OI'DA'I'IOICI 

WASHINGTON 
1 AugUSt 1940 

lo!;r dear Ur . Bell: 

This will acknowledge receipt b;v 
Adl:l1ral St ark ot eont1dent1al reports , Part I -
Airplanes, and Part II - Airplane Engines , 
wbicb htormation carries tbrough lul;r 27, 1940. 

Yours sincerely, 

Honorable D.W. Bell, 
Act i ng Seeretar;v ot tbe Treasur;r, 

Washington, D.c . 

.... 
"' 

VI • 

81 
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WAR DEPAMMOfT 

<WflC£ M THE CHIU M STAff 

WAaHINOTOH 

Houorable llem7 llorcentbau,Jt-., 
Secreta%')' of tba Tl"ea11UJ7, 

lfasiJincton, D.C. 

'lbaDit 10U "%'7 8UCh for tba follniDC 
report.a, wbich 70U MDt - thia clatea 

Part I - .lirplanea 
Dallnriea of and lin ON6H fot- .lirplanea, 
llq 1 - Jul.7 27, 19401 1hlt1ll..S Order• and 
Eat1Aated Daliftl'iea on liU7 ZT, 1940. 

Part n - J.1.rplana &>ginea 
Dell varies of lew Ordeu fw J.1.rplana 
&lginea, ~ 1- Jul;r 27, 19401 UlltW..S 
Orders and Eatia&ted Dallnries on Jul;r Z7, 
1940. 

Faitbt'ully TOIIX'I, 

39 
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, .... ·······~· 
(Siped) tL S. Klitz 
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blftte~. 
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Allplt 1. 1MO 

J,r .......... u ... 

Ia U.. ''-"" at S..ntaw 
.. rs-tUa ..... 11 ...,. ,... ..... 
bat.. l - ........ ,.. 
ltlkP at laq .. toptiU •• 
luUIUIIo 

AI ... u .... Jlu&•tlla 
h llaak at hit ... t 1lll.lQ l ~' 
wlll M • ....... lllall williE 
71v letter t. lila 'millet. att.­
u •• 

(Signed) H. S. Klotz 

Beun~ ....... ..u ••• 
OMer ...... taw at ltate. •ub.bctoa. D.C • 

• 
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=::-.::·::·:.: =:::-t:t. •J • llka.Uet&iaa .,.. 
1-.1, ~ .~ wl~ 

laele ..... . 

18 .......... ,. ... 
11 ._ at lab .. -. .uA I ~­
.W\I•...._,I...U--.: n:. ~"" .. "• ' ...... ..... 

, .... .s. ..... ll. 

(Siped) H. S. KIIU 

...u111 .... n ••• .......... ~., ..... , 

........... J.fl. 

' 

• 

' 
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THI!: UNOE.R SIECRr:TAAY OP' STATE 

WASHINGTON 

JulJ 2~, 1~40. 

PI:RSOIIAL AIID CORJ'IDEIITIAL 

Dear Re1117: 

43 

It ueaed to ae 1Jipe~the after rea~ng the aeao­

~dua JOU were good eoougb to band ae at the laet Cabinet 

a .. t1D& on JulJ 2& to b&Ye an 1•ed1ate and caretul 1n­

Yeat1gat1on aade ot the coapla1nta 11ated 1D that aeao­

randua with regard to the preeent ada1niatrat1on ot 

export control. 

The 1nYeet1gat1on which wae then made hae cr,etall1zed 

into a further aesorandua which I aa enoloe1ng herewith 

tor JOur 1Dtoraat1on. 

Atter J Our return to Waahl.ngton, I aball be aore than 

happJ peraonallJ to go into theee queat1one with JOU. 

Bel1ne .. 

Eno. 

The Bono~ble 

S.nr, Morgentbau, Jr. , 

Beoret&rJ ot the TreaturJ. 
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D~AIITMIDfT Of' 8TAft 
44 

DfYI8ION Of' COHT1t01..8 

um a••NOUM 

lwl.J 2'1, 1140. 

!hero U"O o'111111.1Uecl horewlth, 1D 0011pl11Boo wUh 

JOU' reqlloot, •-"'- oa tho aUaaho4 !roU111'7 •-....a.. 
1D J"OCU"4 to tho otfoot of OQ01'1: -1:ro1 011 BrU1oh ~. 

1. !'ho aaohiDOI'J for tho ,.,_,•huauoa of tho I a as 

OollSro1 AoS 11, 'bl'1of1J, •• followo. 

Oo1oao1 Xazwoll, tho Ada1a1oSrator of ~1'1: Ooatro1, 

4ohraiaoo tho po11oloo tdl.loh oro to p'I'P'D tho 11.-o 

of ozport 11o ... ol. Ko 4o1:11'a1Doo 1:hoao polloloo at•er 

ooan11:1ac • 1Dtorwal oo-.!Uoo oouhUac of ropr••­

toUYOo of tho Dopanaoata of ltato, !roU111'7, 1fal", ••'I'J, 

of •auoDOl Dtofoaao. !'h11 ooan.ltaU• 1a -1:11101 -

UrolJ 1DtoNOl 0114 ooaoUau at aooU .. I of a ~"" 

of l'opl'oaoabUYOo of the 1Dhronecl Dop.naoato. Ill'. ~ • 

.,.. rob u4 I, 1a aa...._o wUb tho horo'OI'J'• 1aau.e­

tU.., .. , u the r-.ro•"'aU'I'ea of tho Dopanaoa' fit 

lbh 1ll 11alooa wlth tho Mll11l1•'~"•'•· !b.o ..,,.,ovawr, 
I'IIIP1 alJW 
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reoop1dDC the par .. out reepone1b111t)' of the horetaJ')' 

of State 1D the ooD4uot of fore1p relat1oDI, hal u1-

fo~lr aooordld tull OODI14erat1on to the .,.1.,. of the 

Departaent on aattere relat1q to tore1gn pol1o7. 

!he 1eeuaDoe ot 11oiDiel 11 a tuaot1on of the D1Y1e1oa 

of Oontroll ot the Departaent, llhloll 11111e1 or di011D11 to 

hllle 11oeneee 1D aooordanoe with the rule• and regv.lat1ou 

aD4 epeo1t1o 41rlot1•e• fllrll111he4 b7 Ule Ada1D1etrator athr 

the oonlultat1on aent1onld abo••· !he oYendle~ aaJor1t7 

ot 11oeneee tor art1olee and aater1ale, other thaD aach1De 

t oole, are now belJIC 1eeuld 1n aooordanoe w1 th general 

rule1 and regulation•. !he oone1derat1on of app11oat1ou 

tor 110111111 to ezport aaoll1ne toole 1DYol•e• queet1oae ot 

111oll a teolmioal nature that thlll 11J1pl1oat1one are referred 

1D41Y1duall7 to the ott1oe ot the M!e1n1etrator wbo, after 

oODiultat1on rith the J.ra't end WaY7 Mun1t1one Board, 1D­

d1oatee 1D eaoh oaee the aot1on to be taken. 

2. Appl1oat1ona tor ezport 11oeneea eubaittld b7 the 

Br1t111h PurohaelJIC Oo..tee1on haYe, e1Doe the Export Con­

trol Aot beoDe etteot1YI, been g1YID preferential treat­

aat 1D aooordanoe with 87 1aetr1Uit1ona. !he reault hal 

ben 
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booa that exoept 1D a few ouoo moro 4ooh1ou OD toobDJ.oal 

uUoro han boon 1Dft1Yo4, \hooo app11oaUoao han boon •err 

I'IIP141T dealt nth. A 4aT or two attor tho •T•t• wu .. tall-

11aho4, I oal.lo4 Ill'. llallot1Do, Yaa~UJ~Stoa repr .. utaUn 

of tho llr1Uah Pvahao1q o-1 .. 1oa, liT tolopbou, to14 la1a 

that "' woro nnouo to oooporato 'lf1 th h1o or&OIIiuUoa 1D 

oni'J war, and 1DY1to4 h1a to br1J18 to rq porooDal DOUoo 87 

ouee 'tdlioh requ1ro4 part1oular atteat1on. Until tho rooo1pt 

th1e •orn111S of tho h'eani'T ••oralld•, tho oDlJ 1Dt1ut1oe 

that I haYO eYOI' had that the Br1t1ah Pvohae1q 0oaa1oo1oD 

wu DOt nt11'ol1 oathf1o4 with the ada1111otraUon of t:ho 

l:r;port Oontrol .lot ••• on .JulT 16, men the A4a1D1otrator 

111forao4 DO that ho had heard a I'UDOI' that OODOOnO he4 Oa1d 

that aeaboro of tho llr1Uah Pul'ohao1q o-1 .. 1o11 nn o.,._ 

pla1D1JI8 of dolaro 1D tho hounoo of Uoono... Be oa1& that 

he had Dado a 1D•oot1pt1oa alld had DOt boon able to nb­

etanUato \hie r.or. On that ••o daT, 1D tho pr .. oaoo of 

Ill'. Pr1eo, of \hie Dhh1on, tho '"a1Dhtl'ator uko4 Ill'. Ph111P 

Yoq, .l .. htant to tho lleorot&I'T of tho b-oafti'T, mot:hor ho 

he4 hoard aliT aa.pla1Dto traa tho llr1t1ah hl'ohu111& o-le­

doll. Ill', Yollll& rep11o4 that ho had heard naoro of n& 

ooapla1ato but that, haYiag oonoulto4 reprooeatat1•ee of 

tho o-1oo1oa, ho b.a4 bon 111torao4 that t:hOT he4 DO -

pl.o.1ah of 87 k1JI4 to aako. 011 tho OODU&I'Tt thOT wore full1 

aoUat1o4 
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eat1et1ed wUh the treatlllllt llb1oh the)' were reoi1'1'1JIC. Ill 

order to sake oll'ta11l that DO 0011Pla11lte were be1JIC aade 1a 

~ 7 

~ rupoftl1ble quarter, I oalled Xr. B&llantiae, 'falhiac1;ea 

repl'lee.fttati'l'e o~ the o-iu1oa, b7 telephoae oa .Jil17 1'7 aD4 

auld hia 411'eotl:r Whether he -e nper1eao1a& ~ d1U1cnal.Ue e 

1ll obta1a1JIC elq)Ort 11oefteee. Ke repl1e4 .-phatio&ll7 1ll the 

negat1'1'e, etat1QS that the Oo.alae1on wae obta1ll1JIC the 11o .. eee 

with all the ri!P141t:r 111h1oh 1t oould po .. ibl7 e;zpeot. He toolt 

oooaaioft to thank ae 1ft '1'el'7 ~ teraa tor the oooperat1oa 

whioh the Coaaieeion had reoei'l'ed troa the Departlleftt, aD4 

to oo.plillent ae on the ri!Pi41t:r with llbioh the co.pl1cate4 

a4aifthtrat1on b.d been eet wp. I &leo called Ill'. Oph, 

Second Secret&1'7 of the Britieh Eabaee:r, b7 telephone, told 

b1a ct the ruaore ,.illh I ha4 hear4 aD4 aeked hill llbethc he . 
bad ner hear4 ~· euoh co.plainh eft the part ot the Britilh 

Purohae1Dg c-J.eeion. He replied that, Oft the oontl'&l'7, be 

bed &lwa;re hear4 the a4a11l1etrat1oft of the Export Control Aot 

spoken of aoet enthue1aetioall7 1ll Br1tilh o1rolee. He eald 

that he wollld, howe'l'er, coneult eoae ot hie oolleagull 1ll the j 
l:laba••7 aD4 alee with anbere of the o-t .. ion itleU aD4 

oall ae later b:r telephone. llhen he oalled ae baok he re­

peated what he ha4 ea1d before an4 &4414 that tal' t,... ha'l'­

iQS ~~tor ooapla1nh, the ae.bere of the o-t .. ion, 

~ of Whoa ha4 ha4 e;zper1enoe with the Bri Ueh eJI)ort 

11one1QS e:ret•, were ·aeto11114e4 at the rq~141tr aD4 ettioietl07 

With 
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with which our •1•t•• of ezport l1oenaea waa tanotioDiDC. 

Upon reoeipt of the 'l'reu'QJ')' ••oralldaa thie aorn1DC, I oalle4 

Xr. Ballut1Jle ~al.n b7 telephone, told b.1a that I ha4 onoe 

aore heard reporh to the effeot that the BriUih Plarohaellle 

O~ieaion wae diaaatiafied With the a4a1Diatration ot the 

elq)ort lioen1e •1•t•• Xr. Ballant1Jle IJIPre .. ed great aeton­

ilhaent and reiterated that the Ooaaiaeion ha4 reoe1Ttd the 

tulleet cooperation and that the iaauanoe of 11oen1ea wu 

being •JIPedUe4 far be7onA mat the o-1 .. 1on had oone14ere4 

poedble. lie ea1d that of oouree there ha4 been 10111 oon­

fueion and aoae dela7e 1n lh1paenta due to the eudden lapoei­

tion of th1e oontrol of export•, but that he oone1dered that 

oontue1on aD4 thoae delaJ• 1JleT1table and that the e1tuat1on 

wu being atra1gbtene4 out to hie mtlre aathfaoUon. lie 

added that 1t he ha4 enr ha4 eJl7 oau11 for ooapla1Jlt he 

would haTe ~1oated 41reotl7 wlth ••· B1a1lar IJ1Pre .. 1ou 

of op1n1on haTe b .. n reoe1Te4 froa other• oonneote4 wlth the 

Brit11h Purohae1ns Oo .. iee1on. Ooaplete eat1efaot1on wlth the 

a4a1J11a'rat1on of the tlq)ort l1o11111 171tea wa• •l1Pre .. e4 

th1e nrr 487, of hie own aooor4, b7 Oapta1Jl OoTmtrr, who 

1e oharge4 b7 the a-!allon With l1a1eon With the DiT1e1on 

of Oontrole. 

:5. In recard to the epn1t1o oa111 of dtlaJ 111 the 

hauanoe of e:~port 11om••• alle&e4 111 the 'l'rtU'QJ')' -ralldaa 

(a) 
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(a) •• app~oa,ion tor 11oanaa haa OYer ban raoai~a4 

troa tho Balm .&1-'nu u4 Ira .. Oo.pUU', lltruotval ahal 

1a no' 1n aDT oaaa a oo.ao4itT tor wb1oh u axpor' 11oanaa 

1a raqll1ra4, 

(b) Appl1oatiODO ware reoai~a4 on JalT 12 aD4 JalT 111 

troa tho IU.ohlcaD haala .. 'fllba Oo.paDT for 11oan .. • '• 

axpon atruotval at .. l, In aaoh oaaa repl1aa were 41o-

tata4 w1th1D two AaT• 1Dfora1Dg the OOIIpaDT that lion .. • 

were not requ1ra4 for the exportation of atruotural ahal, 

(·o) l..aral appl1oaUou ware raoa1Ta4 troa 4u Pont 

tor 11oanae to export oalluloaa aoatata, !haaa appl1oa-

t1ona ra1ae4 a teohnioal quenion wbloh wae naoe .. ar11T aub­

a.1tte4 to tho .Ada1n1atrator, !ha A4a1Dhtrator1 a 4eo1eion 

wu aubaitta4 to the Depanaant Ylthout UU' 4al.q Cl4 the 

oa.pUU' wu 1Dforae4 'hat oallulo.. aoetate wu not -nc 

tho -teriala for wbioh u axpor' lioan .. waa raqu1ra4, 

(4) •o appl1oat1ona tor export 11oeneaa ha~e ban 

reoe1Te4 troa tho Hilla MoOanna OoapUU'. In UU' oa .. , no 

expor' lion.. ia raqu1ra4 tor ou'111C• Ulll••• thOT are / 

out1Jic• far apao1tia4 t~a t1f araa an4 _.uUUon, 

(a) Aotion haa naoaeaar11T baeD 4alqa4 on tho applioa­

tion of tho Br1tiah Purohaa1DS Ooaa1aa1on tor 11oanaa to 

export two ra1rob114 181. .-a operaunc unite, bM••• ot 

tho 
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~0 taot 1ihat tohooo IUllh awoar to iaYOlYo a1lltai'J' ooarob 

ot 1atoreot to tho aat1oaal 4otoaoo. !bo quoot1oa ... t..o-

41ahl7 rotorre4 to ~· War ud laY7 ».paruoato tor a 4M1-

o1oa 1D aooor4&Doo w1~ oota~l1oho4 prooodaJ'e. AD aoUoa 

on tbo appl1oaUoa tor lloouo will bo takoa u oooa u toho 

4ao1a1oa ot tho War an4 laY7 Dopart.oah 1a o--.ioato4 to 

tbio Doparu•t. 

(t) It 1a proo-o4 1ihat tll.o applloaUoa Pba1tto4 b7 

tho llr1t1ah Pvoll.ao1Dg o-1aa1on on h17 u,, wll.1oll. 1a 

rotoi'J'od to 1D tho ••oraadta 1a C&DOJ'al. t-o ... aa IIIP­

pl1oat1oD tor a l1ooaoo to osport a aaoli.1Jio tool. Ia onOl'al. 

1notaaooo, appl1oat1ono of tll.1o k1D4 414 aot oonta1D att­

t1o1oat toohD1oal. 1atoraat1on to oaablo toho ~ aD4 laY7 

lu1Uou Boar4 to a4Y1oo ~· Ma1D1atrator ao to 'llbothOl' 

OJpOrt 110011000 Uov.l4 bo 1ono4, aa4 tho Dop&J'taoBt 1a 

tll.ooo oaooo wao obl1Co4 to roquoot turthOl' 1atoraauoa. !ho 

Br1 Uu 1'1lJ'ob.ao1Dc o-s.oo1on DOY ll.a't'1Dc aaoorta1Do4 11111at 

1Dtoraauon 1a required 1D reprd to tho aaoh'ao toola 1111Uu 

1 t 4oo1roo to osport 1o tVD1oh1Jig t11.1o 1atoraat10D all4 thu 

aY0141Dc noh 4ola70 ao tll.at rotOJ'J'o4 to 1D ~1• ouo. 

Ia gnal'al., 1t Da7 bo otato4 1ihat u tho l:spol't Ooatrol 

ADt ... appro't'o4 oa J-.17 2, &114 ottaot1Yo oa hl7 a, both 

~o .Ma1a1atrator an4 tll.o :Departant YOl'o taoo4 ,n~ tho 

probl• ot oott1Dc up a4oquah auhhtraun ••oh'&oJ'7 

w11ihia 
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with1A a nr7 tw da,re and with the probha ot endeaYor1Jic 

to get thie -ob1Aer1 to t1111ot1on wUe it wae etUl 1n the 

proo .. e ot being .. t up. Inert~ablJ, there wae 1A the begin­

ning some del&J 1A the ieeuanoe or l1oeneee and artiolee and 

materials eubJeot to lioenee wioh were alreadf on the dook 

or were en rou~e to a port ot exit were in &aDJ oaeee eub.. 

Jeoted to delaJ in exportation wile l1oen••• were being 

obta1Aed. Tb.ie dela,r was inoreaeed bf the taot that the 

Dirteion wae deluged with applioat i one tor lioeneee to export 

artiolee tor whiob no export lioenee ie required. Expor~ere 

are graduallJ beooaing taa1l1ar with the regulation• and thie 

oauee ot dela,y 1e being rapidlJ el1a1nated. Exportere, 1A­

oluding the Britieb Purchasing Coaaieeion, reali~ed the situa­

tion with whiob the Adain1etrator and the Departaent were 

confronted and YerJ few ooaplainta were raoaiYed. On the 

contrar1, both the Ada1n1atrator and the D1Y1e1on ot Control• 

haYe encountered a moat reasonable and oooperatiYe attitude 

on t he part ot exporter• and eeYeral exporters and iaportan~ 

organization• ot exporters baYe written to ooapliaent \II on 

the ett1o1tno1 with m1ob the adainiatration 18 functioning. 

J'or exaaple, t he Aeronautical Cballber ot co .. eroe ot J.aer1oa, 

Incorporated, on behalf ot the aaautaoturere ot airplane• and 

eeronautioal equipaent and aooeaeoriee, wrote ae a latter on 

.TulJ 15, miob oontaine the following paragraph! 

"You and JOur Departaent oartainlJ baYe reaeon 
to be YerJ proud ot an or ganisation mioh oan d .. onetrate 

•Uoll 
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111ob a r-kable uUi\J' b 
ooou1oD 1111411' t:tlo atrooo of 
41t10DI. 1 

.. tll1.lr r11o " 1:tlo 
t:tlooo ...._ .. , ..... 

!ho a4111a11trath'o II&ObiiiOI'J' 11 DOW fuot1o111JIC wit:tl 

roa1oaab11 off1o1 .. DJ' &114 with tbo tall11t oooporat1 .. bo­

twe•a tho off1oo of tb1 Ada1D1•trator 11114 tho D1T1110D of 

Oo11tro1o. lonrtbo1oll, bot:b tbo "etatotrator 11114 tho 
• 

D1T111oa of Coatl'Oll rooopho that 111proT•oab 1a t:bo 

•"•'ahtraUoa oa11 be ea4o 11114 tbor aro bolq 1D1Ubbf. 

•• ri!P14lr u pooo1b1o. !ho 1tat•111t 111 tbo !rOU111'J' 

.... r0114aa 'hat tbll'e 11 a11 &TII'aco 4o1q of troe lO w 

12 4&11 botw1111 tbo eubll1oo1oll of all 11PPl1oat1o11 11114 tale 

I'I011pt Of all Ozport 11011111 V&l all IZ&IIII'&t10D ITID at 

tho bog11111111g of tho eoath. At thll date u 11 a11 oat1ro1r 

IIIIVOI'I'allto4 otat•oat. J:uopt 111 a few 1oo1ato4 ouoo 111 

wbioh toObaioal quo1t1o11o are 1DT01To4, 11oonooo aro betas 

1111114 v1til.1a a week or 1111 thaD a week fi'Oil tho dato of 

tho roooipt of tho appl1oat1oa, 11114 tho Dopartent 11 11n~ 

1111 approxiaatolJ' 700 nport 11oo11ooo per 4q, !ho appl1o~ 

t1ooo of tho Br1t1ab Purohao111C OOPP11o1on Wll1ob rooo1To 

proforollt1al troateont are botDc aoto4 lipiD eoro I'IIP141J' 
• 

thall thooo of othll' exporter•. 

•• fill fri&1111'J' P-ru4ae OODtalDI & lt&t-t 

'tlb1a 
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1da1oll IP• .. no Ulproaeln Uia1; u ...... are nhao4 •• 

ae'llorlao 1;!w OJIPOI'taUoe or eoobtno 1;oob 1;o lroe1; ltrUalJI • 

.a.. a eaUer of tae1;, ~ tho ft8a7 ba41'o4 qpl1ooU ... 

raoo1Yo4 tor l1onao 1;o OliPOI'' eoollteo toob to Groa1; 

llrUa1a, olll7 tOU" ban booe ~Jnto4, !hoao "" roJado4 

aner no ...,,.,.,rabr, oe tho a4Y1oo ot no ~.reT ae4 laY)' 

X'UUUODI Jloar4, bll4 4obn1ao4 ua&t thO par1;1nl.ar toola 

1D qenUoe wero eoo4o4 to 1&1'1')" oe1: .... eaUoeal 4otoeoo 

propae, 

11. Ibn no IJipoJ't Ooetrol .a.at booaeo ottooun, tho 

A4e.1D1atrator, oe 1;bo a4Y1eo of tbo W.r &D4 leY)' Dop.rt­

eoeh 1114 tho A4Y1aOJ"1 O~ao1oe to tho OoeeoU ot laUoeal 

Dotoa .. , tenaillbo4 eo w1th rattler rlgoroea 41rao1:1na 1da111b 

roqu1ro4 tbo Dopar1:eent to 4oo11Do to 1aaua a rala1:1••11 

largo proporUoe ot tho l1ooeaoa appl1o4 tor. hbooqeoet 

411'0oU no ban gra4eall1 rola:ud· 1:bo ooe1:1'0l ot uporta eo 

1:ba1: l1ooeaoa aro eow botac 1aaeo4 ~ob wero eo1: 1a..ablo 

a taw weou &10• ror OlUIIIPlo, no M•teh1;rdor baa eow 

41raob4 • to 1ano all ue ... aa appl1o4 tar to •Uior1&a 

tho o~aUoe to OUII4a ot ~ ot tho art1oloa 01' _,_ 

1ala, •• .,, •a*'•• toola, lldJoo1; to lliPOI't ooetrol. 

!bo M-t•hV.ter o•n1 .. a oaell lJIUYUeal IIPPl1oaUoe tor 

11o .... .. 

Regraded Unclassified



.. 54 

-U-

11oouo to ·~ uoM.11o toob OD4, 111 epoo11'1o ouoo, 

11hoD. tho toob 'lllh1oh 1 t b propooo4 to oxpol'1; are ooomUal 

for thO OaJT7111C Oil\ Of Olll" 40foD.OO Pl'OCJ'Uo ho 41J'ooh that 

11omooo bo D.ot 1 ... o4. 

It thO llrUhh GoYOn.mt b 111 faot OOD.f1'01l\o4 by arq 

d1tt1outT u a reo11lt of oar rotlloal to 1ono ollp(ll't 11o ... oo, 

U would oooa that thooo 41ff1n1Uoo oholll.d bo broqbt to 

our attoD.t1oD. bJ" tho Br1\1ah Aabu.a4or. I ••ntvo to 0111-

goot \hot ho •iabt well bo 111rtto4 to brlnc noh 41tt1oii1Uoo 

to ov attonUoD. 11' thoJ" roa117 onot. Alq q11ooUono ra1oo4 

bJ" h1a 110ul.d be ouba1Uo4 to tho UeSaSotrator with a roq11oot 

that I bo turD.1aho4 w1th d1rooUYOo 11h1oh would pat all oll4 

to tho d1ff1nlt1oo. !bo A4a1111otrator hal alWOT• heretofore 

oo.pl1o4 with noh roquooto, 

6. It 1o not poroo1•o4 that thoro 11 OftJ" •a1141\J" to 

the obJooUoD. oot forth 111 tho !reUV')' aoaoraD.dua that tho 

Br1Uah Purohuinc c-J.oo1ae 1o D.- obl1Co4 to obtalJI ollp(ll't 

11om••• botoro mtor1ac 1ato ooD.traoto for tho pgrohuo of 

aaoh1no tooll. Aaor1ou oollpaD.1oo h&•• beo11 drtoo4 bJ" tho 

A4•1oor,- O~oo1o11 to the OoiiJIOU of laUoD.al DotoD.oo 110\ 

to ntor 111to -traoto to nport .. oht•o toolo uUl ·~ 

11oouoo 
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11oenaaa l:le4 boea ob~a1Jae4. !hla e4rtoo wu 111rn w1Ul tale 

Uo'ttlo«co u4 appronl ot Ulo Mll1nhb>a'-• Ua obJM' 

wao ~o pro•on~ and not to oroato 4ol.,o 1n -.por~at1on aa4 

to ob•1ah tor boUl Ulo -.or1oan umataotvor an4 Ulo lr1Uab 

P~•1DI o-s. .. lon Ulo utt1olllt1oa *lol:l willet anao 1t 

aaohi.DO toola wero oontraote4 tor, ..aafaot111'04 aa4 pol'blpa 

ro.q tor ahl~eat boton 1t wu aooorta1Ae4 1daotalor t:llq 

ooal4 bo o:1!p0Ho4. 

'1. In Yin or tho taoto oot tol'Ul abon, Ulo Met•ta­

trator, moa I han oonaalte4 1n rosar4 to Ulh aauw, aa4 

I an ont1rolT at a loao to ua4orot&D4 Wbat loc1t1aato baa1o 

thOJ'O OaD bo tor tho OOIIJ)laiJato aot tOJ'Ul 1n thO !JoO&nl'7 
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1r uu Geural Jllle• • 

Ia tM •'-- .t tha S..retu, • ll 
..., tra w..u.at• I • ..a .. l.._lac ,_ 
letter ot lalJ llat la;toala& t.e oa\lear • 
ebb , .. reeeh.a r.... tU lllltu, ltte.U 1a 
t.a• 1a re1art to tM pne-t of wu •· 
terlel. 

b •- •• ... •raea\Mu ll bMt at 
bh a .. t ebb I aapaet will \a oa '-'q, I 
1hall brt.i theae eablea to bl1 ~late attoatloa. 

Yov1 lla .. req, 

(Signed) H. S. Klotz 

•••• notal. _ 
Prl•ato Ioera~. 

lrlf..~er hunl ..... Jlllta, 
.Ut Aaahtoat Qlet of ltatf, 
lu Deput.Dt 
Walhblt•, J).6. 
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• .... 1eun1 m .. . 
ra u.. ...... et u.. ... "tar, -. 1a 

.-r t... ~ I • t•kan1 .. ~~ JUU 
letter et hq lbt t.dttlllll • .. 
.uu ,.. neelnl r... u.. Illite., 1t 1a 
1nf• Ia....,. to tM ,.... snt et _. _. 
krlel. 

, ......... lllraatua 1t -- ,, 
Ut f.tlk *Ia I qpttt will '- • Z fq, I 
lUll •lni ... MUtt to "' ts.Wltk .u .. u ... 

Ytvt ebttNq, 

(Sipld) H. S. Klotz 

L I. O.ta 
Prbtk JeeNlu,. 

II'~ In n1• m llltt, 
Aetbc 11e1etaat AW et ltdl, 
·-~,1 
~J.u. 
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CUPIDiftUL 

.... era..nlmooa 

Ia tM U.mn of tM loeNtu, • la 

=·~ ~t.!t:•;,'F~: *loll,.. rooolY" t... ..,_ lt.., A Sa 
'='• Ia ...... to ... P"•• ., et ... -
torlol. 

Ao ........ ..,._tbn lo wtot 
hlo 4eok,_~oll I 11poot •lll \1 • ..... I 
ab&ll WIJII \Moo ••'11• to "• ~late attoatl•• 

tovo elaooNq, 

(Silfltdj H. S. Klitz 

a. a. notal _ 
Priftto ... "~· 

.. lpllw lmanllllanw mo., 
Alt.bc Allletaat ~let ot ltatf, ... .,.,....., 
1~, D.6. 
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WAR__, 

WAll ~-ft' - ftt 8Titii'P 

-·:-::·::--•• uma.e. 

hl;r 31, 1940 

TIM lloDor81>la I 

T),. ~ of tile 'l'l'wW). 

DMr Ill'. s.cr.t..,.t 

Far TDVr i.n!orwat.iaa, 1 a i!lcloelDc celpW of t.o 

par....,_ed cablev- .trca tile 111l1t&l'7 Attache, -.n ..... 

llobuq, Loadon, beari.Qg on t.be procveaat ot war ..teriel. 

CONFIDENTIAL 

ss 
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!brouch tbe hroau ot tho llladc•t 

1c, <!...,. liz-. Pr .. 14oat 1 

!bera are ooclooed berevith .. parate requeote ot the 

Socret&l'7 ot Al;rioulture aDd. the Secret&l'7 ot the 'l'reaaurr 

tor i nitial l!lllot•ento under Section 1+0 ot tho l•r&eJlC7 

Relief Appropriation Act , tiocal rear 19~1 , Public Reoolu­

tion lo. SS, 76th Coa«rooo , approTed June 26, 191+0, t o on­

able thea aDd. !be .t.aer1can Red Crou to carrr out the 

tunctiono un4or thio Act Tooted in thea b7 their beiac 

deo~ted ao t he acencieo to portor• ouch tunct iono b7 

lxecut1To Order Mo, 8495, dated Jul7 26, 191+0. 

'l'bere io aleo ooclooed a letter troa 'l'he .t.aerican Red 

Crooo to the Secret&r7 of tha 'l'roaOUZ'f in connect ion with 

tha anticipated roqulreaonh o! !be .t.aerican Red Crou tor 

OJpenoeo ot diotribution otbor than adalniotratiTO axpen•••· 

'l'be aaaunt requoeted to be allo~ted to tho S.cretarr 

ot Agriculture tor tho purchaoe ot acricul~ural eupplieo io 

$5, 000,000 ot whi ch .oot ~o exceed $50, 000 h t o be aY&ilable 

tor adainiotrat1Te expo~ooo aDd. t o the Secretarr of the 

!reaaurr tor the purcbaoe ot other ouppu .. 1o $2,000,000 

of which not to ucoed $20,000 h t o be aT&ilable tor 

adai.niltratin oxpenoeo with an additional uount of 

h , OOO,OOO tor ~nt ot tha expenooo ot !he Aaorican Red 

• 
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Onoo, otbu tbu ... wetrau ... a..-uae. 

tM -to ._-otecl 1a tbooa roq~~o&ote ora 'llaeecl 

11p00 ooU•tao -· b7 !be .laor1oaa Reel Orooo u ota\ecl 

1a till ... ~ latter ot !be .laor1aaa 1M Oro11 \o 

\Ill laoratar7 of tbl tr......,.. 
tM r.p141 v with whlch tbl ouppl111 oaa 'lla pal'­

oMM4, t .... porte4, &114 41otr111v.te4 ta ...,oriaDel with 

till prOT1o1oaa ot tbl Act rill 4apae4 ~q>oa tbl tollorilll 

taotorll 

(l) !Ill &ft1la1>1l1V ot ohlpplJII faatUUII vhlcll 

caa ba 111plo7ecl tor tbo \raaoportaUoa ot noll 

l1qlpl111o 

(2) ~ouraaae that ouch rol1of ouppl1ao v1ll ba 

)>Oral tted. to pall throuch till 1>loalra411 

aotabUaba4 1>7 till l>llltcoraat aaUou. 

(J) !be ab1U\7 ot tbl 41otr1l>IIUJ11 ace&OT to 

oaave &4equata ~-t• &114 wo4uotaa4-­

illlo whlcll vlll 1uura tbl protecUoa &114 

aaUofaatOZ'7 41otr111v.Uoa ot till ouppU• 

la tha aatloaa or arau to vhlcll reUat 11 

\o 1>1 41recte4. 

~ar. 1a ov op1a1oa U llllov.ld. 1>1 poooll>l• to work 

"' tbl uaoeaaq orr...,....te tor tbl traaoporto\loa ot 

\Ill oo..U\111 to \Ill or ... 1a wh1olo tlllrl ara ret'aple 

ss 
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- baft- ulna !roe tbelr boMo or o\~Mnloo n.._et 

4oo\ltato ~ hoot111t1 .. or 1a ... 1oa, It 11 propool41 

tberoforo , to proooo4 v1 th tho PIIJ'Obaoo of •- ~pu .. 

l...tlatol¥ la or4or to bo•ro tbeo •-.11&\lo when ouah 

!roo tbo followiac llo\ of oo..o41t1oo aa4 protacto . 

IIUl< (llftporato4 6 Dr7) 
,.,. - 0111 - Lar4 
Ilea\ Producto (Pork) 
!leo 
Drr Jeaao 
Oor .... al 

CI.O!IIIJ'~ 

nov.r 
hcv- llrnP• 
Jlr114 1ra1' 
Oat•al aa4 otbor col'lllo 
hult aa4 ncota\lo 
GOD.CitLtrattl 

Ou.ter aM. ua.4er praen·te &ftd ahoet tor Mn, WOMil, ch11.4ren 

aa4 lnf&~~h oa4/or -torlala for tho pro4uot1oa of tbe -· 

lletlcal ID4 Hoopltal Suppll•t• 

leaU&!'f !l!!ppltu: ouch ao, loop, llhlllfoctaah, otc. 

~!If' ouch 11, Cotton ID4 lfool Jl.o.J>bto, tlcklllc or 114 

!gut-nt for l•reacz Car• ani!. rol4ly of IAIOO••• rach 

•• coto , tovellnc, cooklDc utonollo ani!. o~tp .. nt . 
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H 1t rotpocttull¥ roco .... ncl.ocl th&t &llOtMDta bo 

made in accordance vlth the eDCloetd re~a~1t1. 

'l'ho Proalclont, 

! bo Vhlte l!oueo, 

J'o.itbfull¥ ;roura , 

Cb .. tor IlaYh, 
ll&tloul Do!onao Ac!Tiaoey Co-.i .. lon. 

lleuy A. Vall&ce, 
Sooro tar;r of Ar.flculturo. 

(S!cnod) D. v. Boll 

D. v. Jloll, 
Acting Secretary of tbo !reaaur;r. 
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The f ollowing info rmation on llart1nique !a 1'\lrr.ished by 

llr. Donald A. DRAOGBON, who, with Mr. R. B. IIILLER of the P.B.J. 
arrived Fort de France on 11 July and remained there until the 
18th: 

PART I - Naval Situation. 

We made a twenty-•inute s t op at Guadeloupe botr. co•inl 
and going. The airport aanager informed me t hat t he food 1upply 
1n Guadeloupe is dangerously low and t hat the rood ahortace 
nas been aggravated by the arrival or the French tra tninc abip 
JEANNE D'ARC with her complement o r 700 mtn . This ship arrived 
hom Martinique on July ) rd. There are three other veuela in 
port; one banana ship anchored a t t he wharf with no steam, one 
empty carco shi p in •idstream with no stea•, and one carco ahip 
apparently beavUy laden with. sugar and rum. Thil ahip bad 
steam up. All three ships were !lying the French f iac. 

Opon our arrival in Martinique we learned that heavy 
military and naval censor ship was in force, and that wa could 
send no code •essages without the Governor '• approval. Thia, 
however, was arranged through the cood offi ce• o r Admiral 
Robert, the Bich Co..tuioner. The autboriti .. lmo• ebout our 
trip because the French Consul at San Juan had co-icated bJ 
cable with Martinique and the Ellbassy in liaahincton concarninc 
a visa for llr. 111ller . 

The harbor at Fort-de-Franca b closed to ell t raftic be­
tween the hours of five P.ll. and seven A.ll. The Pan American 
plane approaching the harbor must enter fl-o• due eouth and at 
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an altitude ot one hundred aeters. The hench CM11str EliiLJ!! 
BEHTIN 1a docked at the wharf or Cie, Atlantique . This i s the 
cr~iaer t nat broucht over tne cold from France as I reported oo 
Ju:te 28th. (To d11rue, the cold 18 now at an ofd tort near 
l'o~t-de-France and the consensus ot opinion aaonc local bankers 
i l t hat 1t wUl reaain there indefinitely) . The EMILE BERTIN 
is reported to have been in the battle ot Narvik and showa the 
etrect or damasea. She ia elao reported to have assisted in 
the evacuation ot Briti sh troops troa Dunkirk. This ship ia 
rreshlJ painted and bas ateam up. Tne crew, whoa we could see 
1eanln1 over tha deck ralls, see.aed to be in cood spiri ts. 

Tba EIIILE BERTill 11 berthed behind a a ined subaarine nat 
extendlnc 8 distance ot about 8 hundred teet troa the tip ot 
the wharf to the atern of the SS DOC ADIIIRAL, a passenger ship 
tied up t o the wharf on the other s ide. I saw an officer and 
several aeabera ot the crew in a sull boat exaaininc the mine 
at t ached t o tna net. It is significant that all the guns on the 
~IIILS BERTIN which point out to sea are s tripped and read1 tor 
ac t ion) those pointing shorewards are covered and plugged. 

This is t rue or tha gune or the three converted auxUiery 
cruisers (with )-inch guns) QOERCY, ESTEREL (that recently 
r eturned the French troops troa Aruba and returning soldier• 
n port no r-1n1n1 soldier s in Aruba) and BJ.RIOLIDR. One or 
t b.ese vessels h conntantly on duty 1n a sheltered era of the 
o~ter harbor which ill practi cally 1nv1aible froa the entrance 
tc the harbor. The patrol boats LAliENTIII , TROISILET and 
BLLATE with one-inch guns IDOunted fora and art , are constantly 
pt t rolliJ!s the entrance to the harbor . The a i rplane carrier 
BlARII was anchored 1n Laaentin Bay upon our arrival but was 
brought into the inner harbor Tuesd&T t o discharce her planes. 
These planes are the Curtiss 751C~CTECD with one pr opeller of 
tl ree blades each. Tha serial nulllbers on the planes discharged 
were froa 56 to 96. The planes are heine dischar ged near the 
dock •nere the EMILE BE.RTDI 1s tied up. Thera is a beavr suard 
around thea but I appr oached close enough to note the nlllllbers. 
I counted about tort:r-etght on the upper deck ot the BEARII whlll 
I was 1n llartinique on June 27th, and this IDOrDing, July the 
18th, there were epproxiJIUitely t .wenty odd planes stUl on the 
upper daclt. The planes are being reiDOved to land in lighter s . 
The reason for thla 1a that this i .s the hurricane season and 
the planes are beinc broucht ashore to protect thee in the 
event of a burl'icana. Bo•avar, other reports are t hat this is 
bein~ done at the insi atanca of the Br itish. There were twelve 
t o f ourteen fli ara on the BEARN but they departed soae days ago 
on tbe British cru1aar DOWDIBI. 

C9 
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There are five French seaplanes based at Fort-de-France, 
each carrying two bombs nnd a machine gun , whi ch make regular 
patrol flights beginning at six A.ll. each morning. 

A naval unit said to be the U. S. DESTROXER l9S ~~s seen 
at a d istance off Fort- de-France TUesday morning, caus ing some 
excitement and consternat i on among the c ivi l population. 

From authoritative and checked sources we lea rned t hat a 
c ntrac t bad been given t o a Mr. Sari, I t al i an by birth, and 
a French citizen, t o build a landing field s 1.x miles south of 
Fort-de-Pr ance . 

A French passenger shi p , S/S CUBA, which left Bordeaux 

. . -n 

on June 1Sth 1 was sighted off Fort-de- France at 6 A.ll. on Satur­
d&y , July lJth. A French pl ane and an auxil i ary cruiser accom­
panied the shi p into t he harbor. l',e - a t ched t he a rr iva l of 
the sh ip end the zig- zag course she took upon ent ering the har­
bor l ed me t o think i t might be mined st certa in ~oints. The 
CUBA carried as pes•eneers about 400 Loyal i sts (Spani sh) , 
refugees in France, and one hundred odd German, Czech and 
Aust rlen refUgees . Twel ve French passengers d i semba rked at 
f'ort-de-France ana t he o t bers were t ransferred to the S/S 
SAINTE OOIIIINGUE which had been tied u p a t Fort-de-Prance and 
sailed the follo•:ing Wednesday at 8 P. M., presumably for 
Mexi co . It i s saia that the CUBA wil l sail from Mart inique 
11 lth French reservis t s when a favorable occas i on presents it­
self. 

llar t inique bas the folloY.ing colllllllllications Y:i th t he out­
side world; one recei ving ~ireless stati on located behinc the 
P . ~ . ~ . dock, one sending station for shi ps and a Government 
sendL1g s t ation, one shore wave co~ercial broadcas ting sta­
t ion. The French cable t o Europe is via London or t o Madrid 
vl a Buenos Air es . Communica tion with the Unit ed St htes is via 
French cable t o St . Thomas and Puerto Ri co. 

lbBI_II - Report on Political Conditi ons . 

The internal s i tua t i on in Martinique may shor tly be 
ser ious . There are food s tuffs on hand t o c n tinue normal food 
supplie~ for f r om about f ive t o s ix •eeks but there ~111 be no 
actua l starvat i on for sever al months. Ver y little food i s pro­
duced on the island . Al i staples are i mport ed from France. 
It i s the universal opinion amrng the ~bites that a ~er1ous 
food shortage would be productive of r i ot s . The Government i s 
doing its best t o carry on public ~orks projects 1n order to 
provide work and quiet uneas !ness and unrest. 
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The population or Martinique 1a 250, 000; 3,000 white, 
20, 000 mulattos and tbe rest black. The aaaaea are controlled 
by black political leaders who, in turn, are controlled by the 
whites . The black leaders are becoming increasingly d iff i cult 
t o handle and a re continually deaanding greater concua1ona in 
the form or higher wages, shorter hours and better treatiMllt 
from the whites . 

I 

There are three social classes ; white , mulatto and black, 
but as far as property is concerned, a few white roailtes , 
closely intermarried, control everything. The Oovernaent con­
sists or a 81gb Commi ssi oner ror all or the French ~est lnd lea; 
a Governor , Treasurer, Director or Public Workl who are all 
appointed directly from France and are alt French whites. The 
pollcy asking oUici als are all whites but there are 1181\Y blacll 
clerks and other Oovernaent employees who have received their 
education in France at the expense or the Martinique Governaent. 
There is a degr ee or local self-government in the Municipal 
Council. 

The situat ion now, politically as wel l aa econoaically, 
is very tense and chaotic . 

Adm ir a l Robert , the High CoiiiiDisaioner, ~ith supreae authority 
over Guadeloupe, Martinique and French Guiana, aaked us t o call 
on ~onday , July 13th. He i s not, as was reported in soae 
sources , in charge of t he combined English nnd rrench Wes t Indies 
fleet. Be offered us ev.ery facility during our s tay in llartinique. 
Be said t ha t there w&s no English blockade of Martinique as 
evidenced by the arrival or t he SS CUBA and one or two American 
cargo ships . Be did state that British cruiaara were nearby 
and no doubt would try to prevent any French nual unit f ro• 
l eaving. His relati ons with the British Admir al at Berauda 
were most cordi al he told us . Upon his reques t the Bri t i sh 
cruiser FIJI reuined twenty m1les orr shore on TbursdlQ' July 
11th, arter signalling their intention t o engace in target 
practice. The Adairel is apparently pro-British and bope !or 
an aaicable settluent between tbe two countries. In his 
opinion one or the aost pressing problems confronting Martinique 
i s a solution to the probl em or exchange in order t hat there 
m117 be a rree tlow or trade between the United St ates and the 
Fr ench ~es t Indies. All commerce is now at a standstill. 

The Governor , Mons. Henri Brossellers, who reached 
Martinique about rour months ago , took another view of the 
s ituation. Be is definitely anti-British and vehemently de­
nounced t he British support of Blum a.nd his Popular Front 
Government which, be says, was responsible for the defeat or 
France. Ht thought that the recognition of the Petain Go•ern-.nt 
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wu t he on 1.1 r ecourse open to l"rencbJien . According to hi.a, 
British o tflcare at Dunkirk forced ~ranch sold i ers t o resaiD 
behind while British were baing evncuated. Be predicts a 
German invasion ot England and t he total de feat or the British 
un 1 eu they accept German peace ter11s. Be visualizes a conti­
nen t a l block t o effect t rade pacts with a Pan American trade 
block and e~reased the hope that the Onited St ates would make 
a trada ag reement with the French West Indies . 

Mons ieur Andre Carcin, President of t he Bank Credit 
Uartin i qua 1a, does not believe in t he s tabi l i ty of the Petain 
Government. Be pref ers t o remain French but r ealizes any French 
Govarnatnt a t t he present time would be dominated by the Reich. 
He t hinks that an American prot ector ate is the best solution 
for the t lme being. Assets or Martinique ci tizens 1n banks at 
Trin idad and Sant a Lucia B. YI. I., are frozen. 

1tr. Miller and I tall(ed with a number of Jill' good friends 
and acquaintances in Ma.rtinique including M. E. Aubery, indus­
t rialis t and reputed the wealthies t man in Martinique; Leon 
Bqot , industrialist; Andre Dorn, sugar factory ll!ane.ger; Robert 
de Jaham, engineari Ronce Cottrell , ship agent; u. Latll, 
Manager of French cnble; Chi ef of Police Capt . de Jaham of 
~artin1que Coloni a l Arlll)'; R. A. de Schusten, former American 
Vlce-Conaul J Leon and Vic tor Albert; merchants and others . 
The consensus of opinion seemed to be that, although they would 
preCer remaining Fr ench if possible, they would welcome an 
Amer ican pr otectorate, at l east temporarily, and they do not 
look •ith favor upon the pres ent constituted French Government. 

There i s a small Martinique colonial ar~ consisting ot 
about 1800 native sold iers end 150 •hite non-commissioned and 
co~lss ioned officers . Most of these soldiers are equi pped 
• l th r if les and bayonets . There are about 1~0 gendarmes, 
aostly ~ •• t e, scattered throughout tbe Island. The police of 
r~ rt-de-France are captained by a aan who claims to have 
Aaer ican citir enship papers, M. Ancelle. Be lived for some 
time 1n the Canal Zone. 

P~RT 111 - Economi c Condition ot Martinique. 

Ever s ince the Armistice between France and the Reich the 
French ~eet Indies hove been i solated f r om their capital. 
~ome Martin i Quals think t hi s i solat i on i s only temporary and 
th~ t economic ad jus tment 1n France wil l soon begin. Others , 
and these are far more numerous, consider the present situation 
hopeles s and woul d welcome any solution or t he dilemma in which 
they find theaaelves , 
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Up to no~ , t h i s island of 987 aq. kil ometers , supporting 
a population of about 250, 000 has lJved under t he l i ber al 
Fr ench Economic r egime, which pro tects Prencb products sold 1n 
the col onies as well as colonial products sold 1n Prance. 

'73 

This makes for h i gh prices because in addition to t he duty , 
f r ei ght r etes are high between Fr ance and t he colonies . The 
prosperity of the I sl and i s due t o the very high subs i dy gre~ted 
on I s l and products , of which sugar , rum end bs~enas constitute 
mor e then 9~ of the e.xports . 

France bes up t o t he present absorbed all the products of 
Ucrt!n ique and furnished by f a r the gr ev t er pert of the imports 
~hich cons i s t largely of whea t flour, salt fish, rice, corn, 
coffee and tvb l e o ils . For t h i s reeson Uartini~ue bas not had 
t o leo~ for BnY market in the Western Hemisphere. Sigh cust oms 
dutifs ar a1ns t products of the French col onies on the part o f 
Lat in American countries have cons tituted an additional barrier 
t c trade. 

The average value of imports for t he l as t el even years was 
199, 000, 000 francs annually and the aver~ge exports during this 
ssmc period amounted t o 221 , 000,000 annually . The principal 
imports are: -

Vihea t flour - 8 , 000 sacks monthly 
Rice - 2,000 " " 
Beans - - - - - - - - - 600 " " Salt Fish - - - - - - - 1 , 000 barrels. 
011 (table) 750 " 
Gasoline 500, 000 l itres 
Beeves (butchered) 500 head 
Soap - - - - - - - - 60 t ons. 

Xer tini~ue exports annually 61,000, 000 litres o f rum, 
1, 500, 000 boxes of pineapple preserve: , and ;o,ooo t ons ot 
bbnanas . Smell quMti ties o f cured h ides, cacao and chocolate 
ar e also exported . 

The principal crop is sugar , averaging 55, 000 long tons 
annually with en approximate valuat i on or 200 , 000, 000 francs . 
Tne es timated production cost i s 210 rr. per 220 lb. bag c .i.r. 
New York. The growing season l a s t s about three mont hs end all 
the : u£s r and rum is sent d irectly to France, where i t produces 
suffi cient income to cover imports until t he ne~t crop . The 
crop ended t he lat t er part of ll.ay this year and the entire 
crop bad been sold and shipped t o France, but no payment bas 
been received as the funds are frozen in Fr ance. 
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It can be readil7 sec, therefore, that the aituat1on 1D 

Martinique 11 desperate, and that unless so•• proYision can 

be macle wherebr the Prcob West 1Dd1ea can d11poae of tba1r 

products and biQ' the neceuaey coods 1D the Western Be.tapbere, 

the people wlll soon be 1D dire d11tress. It 11 hoped that a 

plan can be worked out to per•lt co ... rcial asree•ents betwec 

Martinique and tbe ._erican countries . 

Business •en feel that there should be a r esumption or 

consular relat i ons between the United States and lartini que. 

In order tor a French Citizen to obtain a Yisa to YU1t the 

Onited States be .ust go to Trinidad, and with the present 

s trained relations between .&Island and Prence, tbt~r are unwtll­

ing t o do this. 

-·- -

Plll:PARED BY -...-..r--:o=::-:ror=,..--­
T. !. Cbandier, 
Co.tr • • o. s .•• .,. . 
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1 2~/10 
11 :00 

Youn11 : Tho Secretory oovo tho copy of tho 11-t of 
oo~pi~into from tho Br!t!oh(in r•~rd to 
delays in obt~nint; lloonoe• "lhioh you pr epared) 
to Wolle . Give Uro Klot• ~nether copy of this for 
the Scol·etary ' fl file s . 

Give a copy oC' thft lit~t to General ,,1o.toon o.nd exnlain 
it to him. l!e fo•ls that he it roa·onsible ... he rot 
the job for Col llaxwoll . 

84 

To.ko list to Secretary Sti'"taon find OX!)h.in it to h.io. 

Y~u should invite oo~l~inta rron the BritlFh in 
reference to tho se dol.ya 1n la~uanee or licen~e~ until 
the catter 1• etrai~~tened out . 

Give copy of U st to Col 11A""oll . 

Sow as.n:y Allison entin•a were turne-d out h.st we,..k ••••• 

aell : The Secretary wants you to &rronge ror so~ one to 
represent the trea sury '• ~n in~rector in the American 
Banks in Paris nnd to ke~p the Treasury inforned ae .to 
how the Ger~ne tr e~t the A~erican Bsnks . The man r eleoted 
aho\lld be a very intelHeont per t~on e.nd should be ready 
to leave within a ~e~k . 

\!.ra Klott: The Secretary \Tante to kno•v ho"l'f you are reel ing. 
S"e aaid tho.t if you arft no t fe~linr rt~ you ~hould I"'O any 
ror ~he re"'t of the .,-.,~tk . llo urr;es you to ~o tl-.1~ . He 
•nid t!!at ~. io t&elinr N.n• « nd t•~t h t 1• ~;et~inj; a 
coed rest . 
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85 

In r ef erence to ftWI:n who i a tn 'o to Parle - ht!! 
should be pro-~tlie e And a good observer an~ ~ 
reporter to keep the Seoretrry informed ~bout 
anythine; out or tho ord1nory u well •• info,.,.tion 
on how the Ger""V'na treat the American B&nks . Do not 
wait till the Seor·~try returns to t end th~ --n. 

dlJ1 ,..:J ..J.-Jt,......-,. ~ o...L 1M... 

~ ~-/_,; (W.y. ,.;,.t.;,/l/£.:-Jih, 
/'Y•tc ... 0 I 

Toll Purvio thot I!Wr thl.nko that the En•ll•h •hould 
send over at once the aoat i=portLnt aan-they haTe 
-.ho lm""a t ho •orld oll o1tuot1on in order t'-t ho 

may ditct ao it with tho Secretary. They will hoYo to 
cu=m1e on Whethe r or noh th ... ... n .. 111 p t any r•«ult.tt , 

!li.IJr will dilct•• ith h1 · both tho guro:o••~ M1 Par 
Saate rn oil •ituaticn . Toll then in ~' ~Jeh &o tho Seoro­
ta.ry co the idea up h• r.. nd hAs not h,-..d • chunoe t• 
01pou~~ 1~ ith anyone the man will hav~ to oOM& ovet 
more or lete l!(lloOrltly . JOUr r eo01:11and• strongly t hat 
they tJJ.lcfl! the tRm'bl& ~nd send the mAn OTer horo . 

The S0cret~ry oaya &loo to toll t~em t~ t if hit 
memory aervet him ri&)\t they ... ,.r~ to h:nv& 14-000 
pl anes before the ~ r•r ~nth and if t~. heve not 
already ordered them they ahould do •o wit;out fail 
l>of'ore tbo &rill)' chan'" ita ¢nd. ~• 
!1-" .1.,...::..; Il l<. -~· lli (#.~C.< 'f· 

CoutGuard P lan• and Sinton and crow should "- at !&>lo~ by 
Thur.d&y nis)>t ready ror & rHs)>t sa::. t~ Friday 
to Bar llarbor k1rport 1111111 11 Chsck on •vailabl• 
into..-tion on the cind1t1on or sur-arbor alrrort 
to see H it 1o OK . It wao OK last til:>s tho V Hl 
'~<ent in i h"'"l· . •. o_ . __.t.J r-. L......-.. -~--~ .b, 
~ C-·1AA-'_,._r--" -~ 

llrs Kloh l!ow .feelin,t The Secretory a~ln urro• that you take 
the rest or the ""'•k orr if th• l'e at continuea . H• 
says thAt he 1a r•lu1nt " l"'UCh •" i'hen he waa on 
t he ranch . 
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llro Y.lot< 

Young Dothl~ to t..l~ 

r&U.AJ ~ -tT- tp/.J.;., 
~ .__J~~..:...J-1~ 
~ U L ~ I~ "'ld~ .. t:o., TL-r . 
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fiSK TSJ.EP~O •. ':! 0P;mt.7Cl ' L\T H!.!SR llhR :ARBOl! TEL. ··c. IS • 

. :z. .. Jaotz. 

Jhito Th@ Secre tM·y ·t•,ni yo'' 'o r-~'; . ,,r ,.,.lr "'OfP .. ttd 
on th~ oil ttit:ur~ot t"'n ~ .. r ... h:•tl rl:· oi 1 l • o.v1nr 
Colwnbiu - i/en"'t'to<~l" - ''••i .. n . ~ .. """'''l.nl-- .. t-o hlo 
.;here 1~ ~ s •oint . :J '!! .... ' '-·· .... -~ .. . 

<'.(). (j'~ ~ ~ ,...,........_ ~~­

<;..;..;G:_ ,. ~.. 7 

J.·"· ,I 

I 
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e/1/40 

2oi!O PI • 

Boll• !ho Soorot&1"7 oayo tor you to co a-.y 
oD a week• n.oatlon ~· Il' he O&D 

- huollo tM ha •ttor M wlll -
tM plollo tor you to brla& you book tor 
.. clay. 

With that oil 1Ato.--t1"" t.lao bo o.bl• 
to sift tho Sooroto.ry all !.Ato..-tlOJJ 
you ou pt about tho rotlnorloa lit tM 
Dutoh .. at Illdloo. -uo thoy alto o.rlitl011 
po f 

1'olop"""- IIIIIWr ot IIIISr 

.. 
, 
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liTo Xlot& 

Youns 

Chs ton 

~ ' 
l 

Ha•• you ~o+t•n the olroulara or the place 
that the Secretary lo colnc to 1n c..,.u T 
It DOt s•t after Tounc to rt tho:a rr .. 
Ba llontyne . 
~ ...__ .-......."r rec liLj+--
1~ 

90 

Ssoretary wabta you to a•k Ballant!~ ho-
many aircr•ft the Britieh h'Ye coopl et ed in our 
factorie s and wattint for enylne c. The 
Secretary wanto full dotailc Konday • 

.,/' 

The Secretary aaid it t~ero is a treas~rJ oar 
near Bar t!arbor he would Uke to hen you arrone• 
tor it to aeot the pl*.ne t here this arternoon 
to rurni&h t ranaportation tor the plano crew. 

9"'"'~~ .:..... ~ r­
t:o C..~ . 

Regraded Unclassified



91 

ftdj,..Q_ rh; -/-4- o.r 
~Afk PcVJ'- ~L.MM~ 
~ ./;;{;j_ ~ ~ .... n--

/-JJ-IL ~~~ 
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................ __.....-.. .,.......,..,...._ ....... -·· 
DEPARTMENT OIF STATE 

WMHINGTON 

Auguat 2, 1940 

The Secretary or Sta~e praaenta hie complimen~• t o 

the Bonoraole tDe Secretar;y or the Treaaur;y and encloaea 

eight copies each or parapllraeea ot talag>·aae nos. lts9 

and liiU, dated JulJ 30 and AugUat l, raapeotl.~e)J, tra. 

the American bbaeaJ, Sant1aao, regarding oloclted J"renell 

tunda in the United Stat ee. 

Despatch no. 698 dated Ju.L:y 2'1, rroa tDe .American 

Embaea:y at santiago, will be ooamunioated to the Treaaury 

wnen it 1e reoeiTen. 

Encloeuree: 

.L. Bo. .u:t9, JIUJ 30, 
no• Santiago. (8). 

2. Bo. .LW, A.ugue~ l 
rroa Sant1ago. (8 ~. 

0 ... 
-1 

rJ 
0 ,... 
!jj 

~? 

..... 
... 
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PARAPIIRASE OF TELEGRAM RECEIVED 

FROM: American Embassy, Santiago. 

DATE: July 30 , 1940, 5 p.m. 

NO. : 189. 

URGENT. 

.. S1 

FOR THE SECRETARY AND TilE UNDERSECRETARY. 

Witn fur ther reference to Embassy's despatch no. 69S 

dated July 27, and apropos of the French Government's 

attempt to have tne United States release $415,000ot 

French Gov't. tunde which are blocked in the U.S., in 

order to meet its contract for lentils and beans 1n 

Chile, I am asked by t he Minister of France to tell 

you that tnis transaction is bona tide. Undoubtedly 

tne purchase was contracted for with payments beginning 

early in April wnen transfer ot tne money could have 

been mads to Chile , but the French were hoping to con­

vert trance and therefore held up the purcnasing agents, 

who had bought, from tneir own pockets, in pesos. · All 

the agents here were Britiah and tney compLained to 

the British Embassy after 2 months. Then, after re­

ceiving instructions from London, tne British agreed 

to take over in excess of seventy percent of toe 

lentils and beans; the sale was effected, the price paid 

in sterling, and thus tne (omission) and lentils no lon99r 

belong to the Frencn or the agents. Tnis was proposed to 

tne French Minister by toe British as a gesture of 

rriendlinese 

• Regraded Unclassified
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trien4lineu and at the tiJH the K1nh~r eeeaed pleaeed. 

fbe Mlnieter vae Lnroraed that the beane and lentil• 

could not reach J'raooe under any o1rouaetanoee beoau .. 

the Brit1eh anipe would be inetruoted to not take th ... 

llo French ehipe will ooae. !he French Legation JUhrda7 

called the agents 1o and compl ained and told thea the7 

would not be released from the oontraot; the Legation 

threatened t he agents ••a••• ••s in Nazi taahion regard­

ing ooaeroi al deal.inga With Chile 1o the future, fbe 

BriUeh are aura that the plan ie to break the bloclta4e 

ot the French gold in the United Statee. The French 

Commercial Attach,, Chayet, told the agents, when the7 

replied that theJ didn't receiTe their money, that tbe 

United States vas to bl ame in epite of the tact that, 

though t he paJaent vas due on Aprll 2, 1t vaa not 11&48. 

'l'he FrenOJ1 Ambassador in Argentina 1a handling the atta1r. 

The Frenoh Commercial Attach6 complained to the VBder 

Secretary of Commerce and tried to get h1a to bring 

pressure on us, and he tal.lted the ll&tter oTer with Brooke 

without knowledge ot the tact that eeTantJ percent of 

the beana and lentil• has been bought and paid tor b7 

the Britieh and that the British are thinking of talting 

the reet. 

U:KSO 

94 

• 

I 

Regraded Unclassified



' 

P.AlW'IIIW!I or suwuw UCZiftD 

riOIJI: .&.er1oan Eabaaay, 8allt1ago, Ob1lt. 

DAft: Auguat l, 194.0, 'p.a. 

10. I 1110. 

Pleaae rater to a:r 189 ot Jul7 30, 6 p.a. 

It 1e stated by the Under 8eoratarr ot ao-eroe 

that tile Chl.lean lllbaasy at Vaatlington haa been requeated 

by tile rore1gn Ott1oe, by telegraph, to JUke an attort 

to 18oure the unblocki.ng ot French tunda 1n the lr. a. 

to oonr 1, 644 tone or bean a Which tile rrenob ordered 

last winter at peeoa 3,611,000. A a1ngla influential 

Chl.lean !ira holda aoat ot theee beana; the rranob 

would -oaieeion- thea in stock here ava1t1ng the con­

tingent termination or Great Britain'• blockade, or 

they would endeaTor to secure pera1asion to aend the 

bean• to tne Red Croas or rranoe. 

Aooord1ng to 1ntoraation 1 haTe receiTed, the 

British ¥111 buy theae beans but the pr1oe they otter 

would oauee a uall loea to the Oh1lean !ira ot about , 
40 peaoa per ton, or about two thouaand dollara. 

!berarore, tble aatter h&a aaall 1ntrinl1c praot1oal 

1aportanoe and the attitude ot the rore1gn Ott1oe rep­

reeenta onl7 a teohn1oal coapl1anoe With raquaet:s Wh1ob 

1 t lmo¥1 tne Oera&nl haft toroad the rrenob to !like. 

All the upeote ot the oa1a are vall Ullderatood by the 

rore1sn orr1ce , and 1t the raqua1t 11 un1uooeeatu1, tnl 

- rora1sn ott1oe probablt -won • t be 4111ppo1Dted. 

BOWIR8 
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-- -..,._...,-~ _ .... 
...... 
J:A 840. 51 rroaea Ored1ta /4108 

-'ape\ 1, 1140 

!be Seoret.ar;r ot 8\a\e preeent.e hie ooapl1•n-. 

\o t.be BoaoNble the 8eoret.ar7 ot t.he 'freaeU1'7 aD4 

eaclo••• tl•• oop1ee of a parapbraee ot tel~ ao. et, 

dated Aasuet 1, 1940, troa t.be ... r1oaa OonRlate General 

at A}alere, regard1J16 troaen J'renoh ored1\e 1n t.be 

On1\ed Statee. 

Encloeure: 

P&Nphrue of \el~ 
DO. Ill, Aa.pet 1, lt40, 
troa Aaer1oaa CoD..ala\e Ckaeral, 
Al&lere. 

-.... 
s 

.... 
0 

"' r. ... 
lf.l 
r 
t.· .... 
~ 

9& 
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ENCLOSURE 
TO 

Ldler droll.ecl . __ _ 

8ecreUr1 ot the 1'rea111r1 
-··--···-·-··-····-······ "··-······· 

--·--- ......... 
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J'ROII: Amerloan ConeuJ.ate GeneNJ., Alahre, Al45er1a. 

Dl'I'EDI Auguet 1, 1940, 4 p,ll, 

1101 73 

Refer to ~ te1egr .. of J\117 31, lfo. 59. 

Bank at 'l'un1e retue•• t o diecount draft of A.aerlcan 

Coneu1 there be report a. 

> 

• 

' 
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In repl1 reter to 
&A 

DEPARTMENT Oft STATE 

WASHINGTON 

Augu.t 2, 111..0. 

!he Secretary ot State preeente hie oa.p1!.ente 

to the Honorable the Secretary ot tbe !reae~ &D4 

enoloeee oop1ee ot telegra. no. ~ dated Auguet 1 troa 

the Aaer1oan diplo..J!o agent at Tangier which re1a teo 

1n p&rt to reetr1ot1one 1~oetd under lxeout1•e Order 

no. 8389. 

hcloeure: 

Tele£l'aa DO. :5l!, 
dated Auguet 1, 1940 (4.). 

sa 
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JT 

Scor~tary of State, 

Washington. 

33, first . 

PLAIN 

TANGIER 

Dat&d August 1, 1940 

Reo ' d 8:33p.m. 

Oonocrncd over rapidly approaching serious food 

shortage in Tang1£r, the International Adlllinietration 

has off icially rEquested this Legation to preeont the 

situation for the bcncvolont oonsidrrat i on of the United 

States Government. 

Tou~nd itsElf alone Tangier rcquir£8 monthly sugar 

300 tone, flour 900 tone, condEn&cd milk 400 cases, 

cot tonseed oil 100 tons, soap 100 tone. 

All except uncertain amounts of nour still obtainablE 

from Frenoh Morocco oan only be obtained from United States 

Present etooka barely e~fioient one month, 

The d4ffiou1tioe present arc f irst transportation 

and second financial . The stoppage of American shipping 

has out off the sol• free market from which the zone 

can be eu;ppli£d. An irrEgular service of small Portuguo:ee 

sailing boats might be used for transshipment from Lisbon 

at 

I 
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-a- 133, .i~J8uat 1 , froa ~ 

at greatly .&kd ezpeDae 1t the !DOney d1tf10\llty could 

be avoided. 

However , blocking of Tangier dollar oredita in thE 

United 8tatea render& local meroh&nta hclpleaa to pur­

oho.u in .l!Dcri oa or Portllgal aa Alu:r1oan dollar baa 

now beoome thE only aoocptable mcdi\111. 

The Administration thErefore rcquceta thE Depart­

men t to consider (one) poae1b i l1ty resumption ezport 

line oerv1oc to nrutral Tangier &lld (two) liberation 1n 

Bn York of Tangier dollar orcdita to feed thE town. 

100 
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TREASURY DEPARTMENT 

INTER OI'P'IC& COMMUHJC:ATION 

....... Jl&lT 30. l~ 

TO 

PROM 

l'.r, Llnoq of the State tt.parta ... t called repM.lac a cable wbich wao bolac 

1ent to tho Tleo Coni\IJ. r 'ocantlT aoalpad. to llart1D1qu. Aaoac tho U•o ••Uo-
ln tho cable wao tho quootlon of fl.aaoln& u;porto fro. the t1n1\e4 Statu to • 
XartlDlquo u4 Oaa4olovpo . It •••• that the llport-t.p ... t laDle: -... -Ndled 1D 
t'blo eonnoctlon after 41fileult7 1>.&4 bHD uparl...,ed 1A oocurlJIC a llc••• to 
roloaoo XertWqu tv.D4o in the 11Dite4 ltaho. I l1D4orotu4 fro. Ill'. Llnoq t11at 
XarUDlquo u4 Oaa4aloupo baDka han tlm4o at the J'rellch .Aaorle&D 'BenJr1nc Col'poraUon 
vh1d> he foalo ohoQl4 bo uoe4 in fl.....,clnc lllporto. Ill aata4 ae to t1n4 out .... t 
our atUh4o wao about ralaaolnt; ouch 1'1m4o. 

I calle4 Ill'. Pablo u4 hi tol4 •• that an applleaUon hl4 boon recohe4 f1oGe tho 
l!&rtlDlquo bank f or a C..,orol llcanoo. .Utor hlr:lac tho .. ttor up with tho Socrotary 
the o:ppllcatlon wao not IIPJ)roYe4 but ..oM paooe4 aloac that the 'l'r•IIU7 VOII.l4 conoid­
or lq!pllcoUolll for IPecltlc truatoro. Ill'. Pablo aloo etate4 thet a olallar 

r>JppllCa•n•on wao roce1•e4 froa o..a4oloupo u4 that 1\ would probebl7 be bendlo4 1n the 
IWllllr. 

I calle4 l'.r. Lheoq an4 can h1a tho lntoraaUon which I obtalne4 from Nr. Pohle 
en4 I a ont1one4 t o Mr. Llnoq the quootlon ot tbh Oonrnaent'o ottltudo towrdo 
allowtnc o.zporh froa tho 11Dite4 Statu t o tho lalu4o of ,_..UDlqu u4 Ouolll""P•· 
I aloo otate4 that tblo wao a brooder quutlon vblch 414 not ooao under the '!'!-•_,. 
'but wao aalnlT ono for the State D~taont. 

Jacaat 2, 1-i'e -
Ia oo.,..roaUoaliJ" tol.P..M tlt.ia aon1ac Yitla llr, Llnoq, \be alloft qvaU• 

•- -.. I tolt llr, Llftoq \bat the haall l'v•aatac c-1adaa lla4 ta1ooa - n.t& 
toward ..,....,.c ua.u t'a4tl 1a tlt.ia ••'1'7 tar tile Jlll'dl ... at taod. n.tta tar the 
rro .. ""' la41oo, r.lftoq &CNM wt.Ul - \bat u b .... pntarallla tllat tile JnMil 
olt.o1ll4 ooau .. to .,.... \bait' - be, ... , oa tlala __ , tor tlt.io J'Ull&ll, n\bar 
o- llar\1.-qu &114 a..a.1o-.a to llek la&ao trea tile ~bpn Ia*. It b aat 
bawa, ot oovM, 11aw 1o11c tile l'riiiiAIII. o.... ...... t ottlolalo 1a tlt.ia _,1'7 .....U 'M 

41opooot to follaw -ir pr-•' pollq, 
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In r eply reter to 
EA 

DEPARTMENT 01" STATE 

WASHINGTON 

The 8eoretary ot State preaenta hie oo~l1aenta 

to tbe Honorable the 8eoretarT of tbe !reaeurr &D4 

aubaite tour oopiee of a ae110randua dated Auguat 2,1840 

requeet1Dg urgent 11oenee for traneter of 11200 for 

tar .. ot the atatf of the Legation of llenoo 1D 

J'Joanoe troa T1oll)- to L1abon, Portugal, and of a 

aeaorandua ot the eaae date requeat1QS 11oenee 

tor traneter ot 1n41oated aaounta tor aooount of tbe 

GoTernment ot Hex1oo to eerTe European o1t1ee. 

0 
l 

l:noloaureal 

lleaoranda ot _..., 8, U40 \ 

1 

• 

;.o2 
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pePntUpl 

....,...., If llP:ill 

ooattzlliq the on1 repnan1at1ou au llf ne 

lilb&llf If llP:iiO to till Glltflf If tile D1'111t1a of tlll 

AMrtoaa llep!allltea ot the Dlp&rtant ot 11ate, the 

Jlalllelf W00.14 bl YerJ &r&teflal tO till Dlpartaftt aa­

U01114 1t u wool4 1U'S•UJ anaa&• tar tlle -••aur 
peratut• 1a order that ~· ••uoat ott, llak ot 

•• Yarll: !IiCht r..tt for aoo-t If the 0..•• 1at If 

!Ol 

llaieo the follCI!rtag -•• to the •ro..- o .. trtn (ate) 

lhte4 'below: 

.. rlta • 11,100.11 ... J,TJI.H 

It ooll:ilot. 4,1t11.47 

Oeana (Leepe ot 
•auou) I,HI.II .. ,,.. ...... ., , 

a.- I,MI. IO 

Jlilaa 1,111.18 

ltoell:ilot. ...... 
QeteMrc IOI.M 

total ...... ., . .,. 
bl1 2~ 

~~aAtact•t D. a. 
apn a, MO • .. 

U:•nl.,, .. 

• I 
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!'RdBLAn 01 

.. b&ll1 of lln:too 

1be J'1-1al AUaob6 ot the labauy of lleno·o, 

wboee otfloee are a~ 70 Pine Street, ... York OltJ, 

r~orte badDg mcountered 41tt1cu1Uee at ~lle laUoal 

OUJ Blpk of nat 01t:r 1D .akin& a r•ltw.Dce to V1ob:r, 

Fra110a, 1n ~be ~t ot tt,aoo, ~be tohl of the 

far .. or 1be etaft of ne Lept1011 of llu1oo 1D Fruoe 
v~c 

fr011A Ike Itt; sf Lh'bon, Ponupl. 

In Ylew of the urgeDO:r with whiob tbeee tUDcSe are 

needed in Vichy and pen41ng reaoluUOD b:r the D~artaent 

of hate of the def1D1 tin way in wbiob tUD4e can be 

ll&de anilable to all the roreip 8en1oe of llenco in 

iUrope, 1t ie deeired that bJ tbe aoet r.pld ob&nnele 

and w1tb urgen~ character the !'reawry Dep&rtaen~ 

1eeue 1nnrucUone to tbe Watioal OUJ 8&Dk ln order 

that 11: .,. r .. u ~hie aaouat of n,aoo. 

1raeb1ngton, D. 0., .t.uguet a, 1940, 

J • 

104 
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J1 GRAY 

August 2 , 1940 

G ) .r.l . 

Amtric~ LEG~tion 

158. 

Your 176, July 2S , you r 183 , July 20, ::.n<l your 195, 

July 31 • 

. ~d,·io c 3~n!< of LHhu<lni:t th-. t Trt ~ oury •nll gro.nt 

liccnac~ to Ptder~l .1::;ervc F~n!t of ilt\7 Yor!< =d othtr 

b~kinb insti tutiono i~ the united St~t~~ noldins ~oll:tr 

::-.ccoun tc of the iJ::nk o;: Li thu:.ni.: , a.uthor1z1ne; tr:mofer, 

upon inctructiono of !>anl< of Llthu~n1::-. , to opeci:.l free 

clollo.r c.ccounto or clollo r l'unCo of th~ ll:tn!< of L1 thU<>nia , 

up to :t tot~l :l"JO<.nt not cxcccd1:1:" one hund red thOus:rnd 

doll .ro , U.)C'n rccn:;>t i"rotn you throUC)1 thl:~ Dep~rttncnt of 

ccrtii"ic:.tion th::.t cql.tix:.lent ::.t~oun t of dollor flmds ha.o 

bttn ~urni:;hcd :Y.J th~ S=:< of !.ithu.m1:t in exch:!n!ft for 

i.ithU;.cni:.n lito to .o\ncric:.n citizens :.nd their fcoilits , 

.nd to :.liens pt~:.ncntl~ ~omiciltd ir ~d clocuocntEfr for 

re:~clr.aooion t o the •lni ted Sto. t c .:1 . You :lrE c.uthorizcd to 

ioouc ~ppropri·. tE ccr t ific::-.tion . 

HULL 
(FL) 

/ 
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~ 
DEPARTMENT OF STATE 

WASHINGTON 

In reply rater to 
August 2, 1940. 

CA 

The Secretary ot State preoente hie oomplimente 

to the Honorable the Secretary ot the Treasurr and 

enoloses a copy ot a Pro Memoria addreesed t o the 

Departaent ot soate on Augus t 2 b:y the Bulgarian 

Minister a t Washington, regarding Danieh ored1te 

attect ed b:y Exeout1Ye Order no. 8389. 

Enoloeure: 
F~om Bulgarian Minister, 
Pro Memoria, August l, 1940 . 

l (, 7 

Regraded Unclassified
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kUoul.lallk ot lal&u'U, tM 8Plpr1a tllll, ., •• ,. ~GilAw 

ot aots.a, 11u u:pGlle4 to :uD-•n •nwu n'r •• or-
n- .... ..a 1D \he follwhll ~· 

tso~.oo 
· ~·09 6; .?) ..,. ), .?, 
1'l 111 to M ulet \hat all 116 \he •h'J u 

han 'alia plaoe tle1'on ~ tUft ot April, lano 

Ia _..._. wUla tale '- •pul apca tM 

~' wu ~ 'b;r a lft\er ot ore4U illw.d 'b;r 'be 

lopMh•p" o- re1al BluiJI: ot OoJsnMI• wi\ll the ~ 

EH41\ BluiJI: ot 8oft&, a4 ~ VU8hl' ot tM -u - to 

be ett.n.a "r D p t.M ZI'Y1I!I ftut 0 1 1q ot ... Tarll. 

fte .,.. tw M8 .._ ..,...,... • a 11 l ~ 

"' .. 
. -- ., ~ o-.u-7'-t tM r•;J•rlt;r fd .._OGle ..... 

tnuant.a ..U 1D • a;r M ..... s-.t --. ~ 'i 
Oo\ta ' ...a -- ...... , ... It \M ~ .. JW, ' ·~ 
-utu. •PPI'OiriaM ..U•Ia ... to ... :~-.., ~ 
lrftllc ,.... a a., or ... Yoa to etten u. .....- Ia ........ .... ~ ..... 
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RDS 

Secretary of state , 

>lashing ton. 

790, Second. 

PLAIN 

STOCKHOLII 

Dated Augus t 2 , 1940 

Rcc 1 d 9 13~ p. m. 

l OS 

Rlkabank July 30 nearcat million crowns metallic re­

serve 725, Foreign Exchange 578, note cover 2030, note 

circulation 1430, nonintereot bear11'1fl deposits 295 , Recent 

gradual improvement forcigr cxchangc reserve due partly 

rcpatrlotlon Ameri can balances fearing ~locking . Govern-

ment propcscd today' s Riksdag mcaaure to impose added income·. 

tax on company earnings for last tour months 1939 at fol­

lowing rates: 50~ tax on first~ by which earnings cx­

cceded comparablE 1938 rarninga ond 60% tax on 21 to 50 

and 70~ t~x on all over 50. Additional budget No. l 1940-41 

introduced today calls tor neoreut million crowna 46 tor 

opcr~ting bud gct including 41 tor defcnac purposes and 

64 for capital budget ot' which 60 for state war riak in­

ournnc e . State income and property tax 1940 EStimated 488 . 

Defense loon 500 closing November already oversubacri btd. 

Srtdioh-Hung~rion tr".d t :llld pnyments ogrecmcnt signtd 

July ~l efftctivc through Dtcr~er 1940 tixts goods quotaa 

improving Sweden' s expor t proepcote !Uid prondu pa:r-nt 

in 
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- 2- 1 790, Steond, froa Stockholm 

in frtt txch&ng£ . Poor fruit crop txptott4 4ut latt froat1 

on4 drought . Statt Transport Comatrot nn4 St at t Shipping 

Bcar4 mtrgt4 into ntw Stott Traffi c Comm1aa1on un4tr 

Publ i c Supply Dtpartmtnt. 

INFORX COM~RCE, TREASURY, AGRICULTURE. 

STERLING 

' I 
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Secretary of State, 

'luhlngton. 

a33, .t.uguat a, 5 P·=· 

CIRAT 

(Parb) 
V1oey 

D&hd .t.uguat a, l9"l 

Reo'd 8:5a a.m., 3rd 

I'm THE TREASURY J'ROK i&lTTHEWS. 

The following 1 order for the eatabllehment of a 

oontrol office for banke in JrcDDh oooupicd territory' 

ieaucd by the majority Governor of oooupicd tcrri'tory1 a 

oopy of whioh I have juet received, wae publiahcd on 

July as ln the JOilRB.t.L OJTIOUL of PariB. 

111 

1 By virtUE of the plenary power• whioh baTe been 

oontcrrcd upon Ill£ oy the Fw:hrer and 8~rc• Ohicf of tlw 

<lcrlan army I deo.r.·:o: aa followa: 

One. .t.u office of bank auperTiBi~~ sball be set up 

1n oooupied territory. Tbia offloe hal ita he~cra 

1n Paria. 

two. Entcrprlaea whioh profcaa1onally oarry on ~ 

ing opcrat1ona &:114 aaTlnga bankl (reodTing &:114 avppl.ylng 

IIOIIc)', puro~inl. nlllng, reoehing on dcpollta an4 -•.-

1ng accnalt1ca for othaa' a.o~a) whioh ban tlwlr lwe4 

offls 
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offioc or place of m&D&gcacn\ 1n occupied territorr, 11c 

subject to the control of the Office of Bank Supervision; 

they an obliged to follow the inatruotiona of the Offioc 

of Bank 8upcrvision. 

Thrn, The Offioe of Bank 8upcrv181on 1e eapeo1all.7 

authoriZEd! 

(a) to uaminE tho: books and accounts of the cndU 

establishments subjEct to ita aupcrviaion, aa well aa tbc 

oaah, 8Eour1t1Ea, billa, ct cetera, and to rEquest infor­

mation regarding all traneaotiona, aa well aa to make tD­

portant op•rationa dependent upon ita oonecnt, 

(b) to eu.minc or require eubm!.as:..vr. of balance 

ahecte &nd dooumznta pertaining thereto, 

EiD 8EOTIOH OYt, 

t 

112 

I 
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AC 

secretary ot State 

Washington 

ORAY 

Parle 
(Vic~) 

Dattd August 2 , 1940 

Rec •d 9:26 a.m. 

2~, August 2 , 5 p.m. (S~CTION TWO). 

(C) To prohibit tht carrying on ct the buainEaa 

or any particular transactions, espEcially thE dis­

posal or sEcurities, the repayment of obligations 

or commercial communieat~ons. 

(D) To order tht deposit or tht transfEr ot 

thE securitiEs of the controllEd ortd1t. 

(E) To withdraw from authoriztd ptraons 

the right to n:prtstnt the ortdi t utabliahmtnts and 

to conttr this right upon othcra. 

Pour . Transactions which art dtptnding upon 

tht c:nnnt of the Ott1ct ot Bank Supcrv1aion (3&), 

but Which havt bttn c arr1Ed out without ita conscnt 

arc null and void . 
Pivt . Attcr tht prcs cnt order has eomt into 

tffcct credit catabliehmtnta already cxiating can 

only bt catabliehtd upon the previous written 

aut~orization of the Office of Bank Suptrv1aiODo 
('l'bt word 

113 
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• 2 • "233, .lqut 2, & P•"'• (SEC'l'IOR '110) f1ooa V1ch7 

(Tbt word "not" bttort "alrtad'J" waa appartntly oa1tttd,) 

Six, 'l'bE Exptnata ot thr auprrv1a1on art to 

b£ bornE by crtdit tatabliaharnta ao aupErviaEd, 

Stvtn , ThE provisions ot this ordtr do not 

anoly to tht Bank or Pranet, 

Eignt, Infractions or tht ttrm. ot tbia ordtr 

or ot tht ordtra 1ssutd 1D txtcution thtrtot art 

pun1abablr b'J prison and a tint, or onE ot thEsE 

ptnalt1ta . 

N1nt , ThE ortstnt ordEr oomta into torcE 

on tht day or ita publication. 

Por thE Commandtr-1n-Cl~rt ot thE Army, tht 

ChiEt ot tht Military Administration in FrancE." 

MURPHY 

Regraded Unclassified



p.AJUPII.UI (# ~!011 !IIID ar ft'l-I'PAX 110. ~. DUD 
.ADOUft 2~'""'~ II P.M., noll .&JDICWI 

J_rml.ll•.a•n, naar, nAICII. 

It h to be noted tbat, aooor41Dc to Uae lboYe, Cia 

control 1e 1114e praot1oal.l7 oa.plete oftr Ill blake 1a 

the terr1to!7 of oooupat1oa, whl.oll •e to be e•oted 

of oouree. !he aa.raat7 1'ruet, J.P. Xorcaa 1114 t~w 

Natioaal Oit7 Bank ooneider thie order to be Yery t.­

portant; I han been a.ud b7 t.Aea to -ntoate ih 

text to their head oft1oee 1t pou1ble. 

I ban been proahed by Rueff (who !:Ia& luaoh to4q 

with ae) that he will eend ae the text of ID order goY­

erning the Bank of J'r111oe, vbioh h eo•What da1lar. 

Rueff 81id that it wae, 1n ite terae, 1 eYen broader• 

and applied to the Bank of J'r111oe in entirety, .._tlwr 

or not in oooupied territory. Be eaid the t.plioatioa 

eeeMd to be that Whether the Bank of rranoe nov t&Ue 

baolr. all of 1 te pereoanel and aooouate to Parle or not 

made little difference. Rueff oaae to ViohJ to talk 

th1e qu .. uoa onr with the 2 or ~ official• of the 

J'iaaaoe X1n1etr7 who re8&1:n here yet. 

He e&id that the Bank of rranoe baaa 1 t replied 7et 

to tb.e 1Dqu1!7 reprdiag 1te gold r .. ern nor b.ae it 

replied to a e1a1lar 1nQil1Z7 oonoeraiag bol41nc• of 

foreip exob.anp. In th1e o-ot1oa refer to ~87'• 

2~ of July 30, 8 p.a. 

Butt 

115 

n 

• 
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lblett haen'' b.ear4 wbt1;b.er or ut 1;b.e pr1n.w~ 

0
vne4 ~e .tepoeU Tau.lte (eee !Eaba .. :r'• WliiJ'aa) 'ftl'l 

aotua1~ opened on Vldne14&;r at Par11. 

JIUil'IIX 

E.t.:ll8G 

,..,.. ... .. ....... 
.a , 

..... 

('I 

1;'1 ... ug 
' ~ • 

-· • 

.. 
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1l7 

])oar 11r. coc~~ru, 

It •• 0 pooot plea01D'o to ••t 7<>1l tho other - aD4 I ncb approolato 
'f'Jilr JriDAIIoot in btroci:Dc11141 llr. Pino..,t 0114 .. to J'rotot~or Obuborlola, 
wlt.h - oo baA a Ttr7 1ntoreotillg t.ll<. I look tor,...4 with pltaOID'O to 
tho proop..,t ot oo-oporotion with ,..,. 0114 )'01lr ooll~o. 

J'rotouor Obultorloin aoko4 .. tben 1t w ba4 u:r 1ntor.Uon Oil two 
polDto, 1 ODClootl 

1. .t. oop7 ot a -ran.chla wb.lob w bon propan4 OD 
tt.Dc1ol _.,..eo talotD 1a latb AMr1oaa Slat .. 
with ropz-4 to terr1tor1oo OCC1liP1t4 _,. GonN~T. 

2. ao- lntor.tion wb1ob w bawo r..,o1To4 tr .. Lolllll.oa 
with repr4 to tho acUOD t baro in the •Hor ot 
hoReb balaalco o, 

1 bellOYO tbot tho pbraoo 0pro-.t.ll1a4 J'rODCII torr1t01'7" in tho ...,.a4 
po.rearaph ratoro to tbooe parte ot tho J'roDOh z.p1ro wb.lcb bon aot bo.., 
datiDOd oo ·~ terr1t01'7• ~ parte dotlao4 ao •-7 tarrlt01'7 &1'0 

Europoan l'rollco ( IDC11l41Qg Ooreloa) .Llcftla, J'roDCb lou ot llorocco 0114 
'l'wllo. 'l'hl.o 4at1Dit1on •• olr cu.lato4 h7 tho l'orolp li::mlloace Oo•itteo in 
tholr Cirolllor llo. 198 ot the 2Jr4 ot Jul:r. 

llr, I. llorlt Coobr&R, 
lll>ltod Statoo !roa1D.1'7, 
•oblllcton, D, o. 

liJSalll 

To=o eiDcaroq, 

I..J.ftoptor4 

Regraded Unclassified



,., . ..., 
71Muial ........... tall:u 1a x..u .. 
.a-n- 8tet11 wiU. npr4 to -
l'1tol'1eo Oocupbt 'lllr o.,...... 

Ia Jlll'"CC"&pil t of the eida •••oire 4ate4 U.e 3r4 .TuJ.r lNO, 
e1ah "" ~1ft a bJ Ilia llaJIIV' 1 ... llut14or h \bot State llopll't-t 
oa \hat dlq, a aoto waa pro.ill4 ~191.-.: aore 1A da\&11 the 41l'loUoa 
1.a which eoUoa "" dadra4 'lllr tho X..U,.....ri- a.._. 

!ho folloda~ 1o 1aforaeUoa e'l'&ilabl e 1A \II& lll'iUih • ......, 
ae rf11U'41 tho ~ .. at poaiUoa 1A the Uffareat I'-'"• 

!rcnU.aa. .t. uoreo - bll1lo04 •-t ,r,..., 27th laJI..fll d...,. \hat all 
tl'l&lfln of tlaa4l to c"""tr111 with whiM !rpatS.. haa cleul..fll 
acre-ta ........ lffootl4 throap tho tho cleul..fll ICO-te. -
C11tnl Bull: rill ccmtrol all tl'&Uftn of h.a4a lAd .. ov1t111 t o 
auch COWltrill , lAd all operaUou 1A - or 11cvHile dio'IIUo to 
u1atl..fll or tutuzoe eccouta 1A !rpat1u 1laalca 1a the -• of roeidaah 
1A euch coutr111. Special pe...t ta are l'lqllire4 tro. U.e Ceatnl Beall: 
fer traaefere to hue• u4 the J'reaoh Ooloalll lAd ProtNtcretll. 

!!:!!!!• i'he enpplJ of exchaolce for tho purpoto of laporla fl'OII 
terr1tor1• • ocoup114 .. o.~. iaoludia, Jreaoo, il ... cloe•4, (tho 
replaUou !.a ~eaeral cl.o aot alloor ~Ah to foreip c01111tri11 
exo•pt for tho purpoao of iJoporle). i'hll'l cl.o aot appoar to be ~ other 
reetr1ct1oDI OD tho uea or ealo of the •••••• of occupied territorila 
1A Braan. 

o!"!CCI!il• J'reDCh, Do.toh and Bllpaa twlda ....... ben 'bloclood, bolt u 
appoare that thb -...-. doee 110t a:teu to Coloai&l terr1tori11, 111>1111 
..... honTer, u aa a:tra ~auaUoa, al.loorl4 to operate oJ14 \hroacll 

·~ !.a the Oaite4 St&t11. !here i.e ao eoatrol o ... r the iJoporl of 
eocu.ri\111, thO'CIIl> the :a...lt of tho B.opaltlio 11 -tohac tho poaiUoa. 

ChUo, !ho Qon.,..nt hu t aiDIIl ao .......... o of tha kid referl'ld 
~ hu dacliao4 t6 bloolt tho ••••to of ooc:up114 •-trill. !b1o 
Chill&& Oon..-llt alao allon pqM&h to occupied ooaatriu thr.....,. 
OOIIplaeeUoa -UAh to coat~l tho o"""\1'111 with 'O'hioh nah ) 
acre•••• eziet 11lclllda Belci•, Do...,ll:, rr.a .. eaa Bollaa4. 

Ttaowala. !lho Taa .. ulan Oo~l'Uiat haa talcla ao _..., of thie 
ll:iad, lAd au llaJ"''', o .......... , bel~ that ~ ,...,..,uoa tro. •-
to \hat Ooftra.at that the latter 11101014 blooll: ....., &lllh w...U 
Mit with ao raapoua. 

Coloabl.a. J'reaoh fwl48 haft -· blooll:a4 ,rorloi.-l.lT kt it 11 
'beliw.4 \hat tho Kxclwap Coatrol w0Gl4 raaoul4.., tho poaiUoa 1f \bot 
J'reaoh o......_at were to ....,..., u. 

Regraded Unclassified
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-·-
Ill• ...,..... huw t ......... __...._ MI~Mdl ----·- .... ., ............. _ .......... -..., _..,_ t11at 1r1 a u. au. _. •-.-~a-~ ., 

wpert•- ta ~ 1 a•s.. a. A~Wbti.M lc:uw-a an •• 
.. 11.- ... ....... tllu ............... u ....... app.r 
\llat \M IMp *1111 .... e-oa • llaft ..... p M tllr M .... 
ala '-" ..._ , ..... 'llr tM ValW ...._ leuer to till 
~eet,r1 1 huN£ \ ... in .... * M wee .._. tM ValW ....._ 
~e-=•• IIML1I- , .. ,., r .sa ..._. tlw u•••'- w 
~tMIM.... UWIIIIWJ ........... ~ ......... 
....... tM llaiW ltUM lcltu 'U111t, • .. 1 •• *Mil 
- »ree~Mr ..,_ ..._ 'llr tM 'Vai.W ...... ._,_. 111111 • tM »Hlrlll., ....... ., ......... ,.._. .. ,_ 

• 

• 

Jrrtu.•• s .... 
........ , L 0. 

llS 

Regraded Unclassified



All ,__ )oh II laellolJac .... f/1 ,._. OUIJJU..a 
-a OJOft\Uc la -\Nl terltft7 - )leUo& • ,_ 1Ttll. 

h'•••• ot m·='"'• s.a ,.., '''te& ._... '-"....,. .. 
tiiiPOftl'llT ... )J.ooD«. ....... ~ Jl'lft\0 ...--. la ...... 
t«Tl\or7 aro no\14 la tU Ou\o4Jaa, 

...., •• la looa4Ga ~ ,._. -- - ..... " ... ~ 
1a LoMoa .r nneat _,leu. ~ o\MI' u-.nt-
r..,.U. a 1~. 

!1111 UllU7 ~ .U ......... M a&l'l'7 - tiYN"IIl ,_ \Milr 
attl.oll 1a ..._,. towu.,- lo - _._ -.ta.nu-. 

J1M:r ~\141!nptr liar »• ~ ,__ 1 s •oo .. Mtac 
crute& u-• w _ .. _ oponu- "'* 1'11&\1&-. • • 1a 
.... s All' \Owl.'-7- .. --.. ~~.-"' .. la''- ...... 
uatte& 11a1t1a ~n- u ....,. otts.o ..a " ~ "-· 
( ... o of-· '•ane .. -wtU M I '•W lat.). 
J'r.alt. Uroo\ol'o ot •• ~'14 n-.. - 1 a ••• ooue4 .rtiee • 
11117 10\lt. .... tU -.Jol'i\7 ot a-...aa ....... Uiap ..... --.... , .... 

.. aro ooal141rblc \M t~~•eUoa of ro-1\\UUo M -•111111''181 
rruoo. 

• 

-----
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,...,.,. C. Bl ftiiiiit 01 J1E1 •n- D W J,l, 

0,\e u.,...... u ...... ~ ..... ., ........ ___ latM 

u.s. lou lien pU la\e .,pls.tlea wl\IL ... -'-' -~IIIIJ• · 

eo .. ,.,..,~. nea U. at.r opeau ... laftl"-c ftll7 ..u -· 

• til- .,....u_ at.ll .... , ,..._, 1111r rid et u. - ~ ..... 

41...nM boa U.lr O'JM\0 -· ~ .n»& Rio 

1M tol~lac -,lH - ~ ctwu 

1.) '-"''-- lla.UC tl'lo ... la J'NMo0 ol\11111' .WOI'l- 01' JNMil, 

1a Un 110M ot hat~~, ... Jftndo& ,... .......... -· u. 

a.) .WOI'l- .. oll'lac to ooll4 t-. t ol' ollarl\T ...,,,. •• la :rw­

... ~·· ,...... ... , ,_ 4o1ac • • • 

U 1a to ~ polato& ..t llai'O t11at u..e rootl'la\1- .. M\ &JifiF 

to .Yo~",__ -•lac to oo.& MM7 oltMI' \e ~ hla.te • \e 

Oo,_ ollai'UI.oo, *lala \M7 &1'0 pl'fM\~ ibN \o &o. 

a. ) '-!01'0 rr. a JNMil 11'- _ _. la aa .wort•• 'lloal< to 

-*" tnsoa _, 1a u. - .... llllne _, pt - ,_.tt\e&. 

Ia. -~ ot -· ..... ~- MloM ,_ la e.l'tel' .. 

- .. naNnn la ... ot u. --··· 101' llla1ab ... ,u lat ..... 

- ~lac ,.u, GSa- u ~tWo& loa lfllt U. '-*-

(b.c ..,... aMite). 

4. ) !1M ,..._.. -.... 1a u. v.a. 1111ne -' - ~ '- -' 

tlloll' '"-,... la---·· (&Mn ·-\eMil, .... ,. 

Regraded Unclassified



-·-I ll'lllo 
W'IIIRII .... I. 

. D'l h .... 1M 

Dear Ill:'. lleol'e~, 

I _,OM lla'eia to• ,_ 

peHOJI&l IID4 ••ore\ lllroftAUoa a oow 
ot the la~ repJn .. oe1ft4 tl'all 

Loll4oll OD \be 11111\U'J' .ttuaUODo 

Bftl1'7 MorpnUia, J••• 
IID1\a4 8\a\aa 'fNU1117o 

·~· ». o. 

J!elleft -· 
Dear Ill'. 8eore~, 

y_, a1Doezoe17 ;rwre • 

Regraded Unclassified



'fela..- c1espatobe4 ti'Ca Lo1140D 

earl:r 011 \be DDIIl1lll o~ Auauat 2114. 

lleat.o;rer "'1h1 bbe4 • N porw4 

I~ ' 

., .. ,.._., :ruwr4a:r IU'1'1ft4 at llanloh lm4er 

own atoao, CuualUe11 ~1ft lt1lla4, ~1~ea 

wounde d , dgbt l:liaaiJia, 

Strong 1111n.l rorcaa cow rlng OOIIY07 

1n Eaatorn • a d1 to r l'lltiOWl a t tttoud ~1 w t1a a 

b :y onCQ)' ll1rorot' t 011 J ul:y 27th; rtt't;r-threa 

bo<lbe d r opped , no a b1p bH . .Tuly 3l a t 

Ol'Uleer "S;rdna)'• had two r at1nga a ligbU:y 

1nJUl'Cd, 

On J ul:y 2 !1th eouthonat of \:r o w ho 

a1r or at't t'rom Br1 t1ab a1 roN.!'t oan1or 

onpaed thl'ea l ta11cn e1rorn~; abot .town one , 

daaaged aDOthor . Ono f>!' our ni rcl'nt't t'ol'Oed 

to l and o n tho a oa and a nnlt , p1lo t l'C"eaued. 

0 11 J ul:y 3let Bl'1t1ah nrce cl morobmlt 

cruiser proceoc!1ng to Freetown at tnclted 

t hree t lmea , aome dlll:lllBO oouoad b;r nenr IDiaeae. 

Duri ng l nat attaolt two onot'l)' bombers ctriwn 

orr bJ 01111 Anaon. 

/ 

81'U 1ah I!"Arohant ah1p re})Orte4 hoY1ng 

a1gb\e4 J"'IIWI'da;r mom i na Cli agulaed aa mo rohant 

ahip ra1c1er 900 n i h a aoutlnrea t ot' 7rea town. 

lolia!V 

Regraded Unclassified



• 

r 3? 2 .... autssl .. • 11 • -
...... k?l 171 ........ ... 

..... 1 ... ., ... ns .... ... 
•MIJIIII II' .. ru n 1 r ra..-. teE 2 

Ql IIi ... •tr u.e l.at ..... I I 1111 

lrn at? • II' ._ a? azn • Mw .. 
• : , •• 1 ?• , n 2 1 • ,.. ,.. • 

........ .. a.... ?Jq' II ,, ·-
ell ue5 I .. 5 a , .. ell p1..e _. -

.... _..._ r 111a• .. a .. -. 
AI ,_,_....,. ..... ,I 

1 
II • .. 

aaa I azn ,, ...... ia I It~••• II 0 

......... .u -.-.u,et' 2 .. 

••• ?,., ............. ns 
••a 8 C I tlldW tM•r I to • I .... 
..... ..__..tt.'Jr_._ ...... . .· .. ···----...... -.• 
I I I • a. .. aros-1a ,_.. Ill' 2 S. 

1 7 I - ....... fllr llaNJ -.. .. ~ .... .... ~---- ............. 
7177 I I' t.U ... ra.uz ••• u• ,.azes••·SI•_..._. 
•? 1111 - ?STFJJIII Slim -. 
,. a ,,. a n, .._., .......... ~ ........... ~ .. 
I ., .. ..a eAI I 5 tr •Tr 1=01 lTID W lila 

t.' 2 .. S£ I .a- .. O.Oeltlt- f Ill 5• • 
Regraded Unclassified



Jlo Oil' 'lloll'bbc ...... 4 JHMI"ttqrJ 

ftl'J' allpt NUYl\J'o 

t.eat lllipt, on.., aoUntF 011 wt .. 

area, 'but row 'boal'be 4roppe4 0 110 ..-1\1" 

l'Opoi'M4o Boll'beo ..:>a\17 ln • UOI'J'o ... ppet 

1JI ~· Ul4 l:erOOJ' .:.atuarloa end 1Jl OeN1ft' 

Ul4 BJ-letol are ... 

1.. ,., • ..,. or air -ua} \loa I 

R'J o r J ulY Ut\ a ~ ~d 2 - ..-

r 

eclniU o 1090 uncon1'1mo4 2 'bo¢'bere end 1 fiallMr 

Brltlah oont1rce4 1 Bloabeta and 2 Spl\rtreo. 

l&fh\ ot Julr 3lf\ - Awnw' lt\1 Bnclm7 1111, 

Br1t1ab 3 ~a1ng. 

lRlil' ~ 2 , Br1t1eh 6. 

5• 81alpp1na ou ualt1ae Jfll\el'4oJ'• 

JIJ' u-'boa\s 111'1\lab aiUp (6,300 tona ) ouwarc 

'boun4 ill OOftWJ' torpe4004 and IUlllt off DOnMI'II 

I ro1CID4. 

IIJ' a1ae1 !fol"fto&11ft ahip ( 1 , .}00 tona) eal'l'71~ 

ooal, allftk 1Jl Dr1o\ol 0~1. 

6. "rl M• l(ao\e1'417 IDOI'IIlll& lll1na en.., 

fightero 1184 one 'lloll'bar enp&a4 by tJuoee 

Ola41otoro Oftr Iel en41J 'bclG'bar tuJ'M4 M olt , 

- fi4121'-• no\ do'ftL Olle Ole41otor abo\ ..,_, 

pUot l'OMIIIo 

7./ 

• 
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It n a aau,.. ,_. 1 •• '' ••• 

... ,.,,. '-"l u,."''llllla. a. • u" .. 

_., 7 I ~ It•U• lliNruft _. •• If 
9 I I witll I ,..._ I &4111 -· ........... ,. ... . .. llrltallfl ... 

.... fts IF ,._ at• I oW r. - d I 7 

.. I OMft•l-laJis J ~ 
8 

.. Aelll - h"' WJ• 

7 r = n <.aaaa ..,,. ·-·~ ,. .u. 
el - -· 111:• I a r I l"'lt _. lillld) I'WII• 
... ' S?r (..a. .. ~· • > •• • 
<r 1 sN~ leel•.a-. .. ___..), 
7 2 .. • ,. , ........ <.-a--. 
1 2 r •- ,....,."•>· 
IZII'lJIC~Zz .. ll~r t~~--~ 
•, '• •• ., n-. 

Regraded Unclassified



AICUt I, 1NO 

IT leu Jr, loonra 

Ia tU alle•oe ot S.eretuy •rceatu•, I a 
aokllow114&b& renlpt of the foU..tq • loau ... 

11111 80- PN••t dtuatloa 1a .,.tlalq•J 

11111 81 • leaaalo oa4ltloae wl~la JlnlMJ 

1~ 81 • latal1 •mute reetrleUac 
ert41t to- \~twa u. ace• 
tf ll _. 11 Mtaut of tU 
CODttriptloa &eta 

Aq. 1 • LaMr o0114ltlou at tM 1Mb& 
&lren.tt o..,..,, Seattle. 

I lllall M cJ.aa tt llrlac ~~ •terlal tt tile 
s .. retarr• • att..tloa oa kle Nhn to tile otflM. 

y..,, alaMNlt, 

lSigned) H. S. Klotz 

1. 1. llots1 
Prl9ato ltoNtar,r. 

It, J, ..... INYor, Dl,..tor, 
PoUnl. lireaa of Inootlcatloa, 
•uUactoa, t.c. 

• Regraded Unclassified



_, dear Kr. HooTer: 

In the abaence of Secretar,r Xcrgentbau, I aa 
acknowledging receipt of the following co.aunicat iona: 

l~ SO - Pruent aituaUon in Martinique; 

J~ 81 - loonoaJ.o condition• within Mexico; 

Juq 31 - Retail merobanta reatriotlng 
oredi t to men between the agea 
of 21 and 81 beoauae ot the 
Conacription Aot; 

.lug. 1 - Labor oonditiona at the Boeing 
Aircr aft Comp&nT, Seattle. 

I aball be glad to bri.ng thh =ahrial to the 
Secretar,r'a attention on hia return to the office. 

Tour a aincere}J', 

(~ignedJ H. S. Klotz 

B. S. nota, 
Prl•ate Secret ar,r . 

Mr. J. ldgar HoOTer, Director, 
Federal Bureau of lnYeatigation, 
l u hl.ngton, D.C. 

Regraded Unclassified



Allcuat 2, l~ 

_, 4ear Jr. RooTer! 

lA the ab .. noe of Saoret&1'7 Jlorcenthau, I a 
aoknowl edgiag reoeipt of the following oo.aunioationa1 

lulT 90 - Preaant aituetion in M&rtinique1 

lulT 81 - loonoalo oonditiona within JMxioo1 

Ju!J 31 - Retail .. robenta reatriot!Qg 
oHdi t to un between the "" 
of 21 end 81 beoauu of the 
Conaorlption Aot1 

1111. 1 - Labor oan4i tiona at the Boe!Qg 
Urora!t Co.pent, Suttle. 

I abell be glad to bring thia material to the 
Seoreter.r!a attention on hie return to the office. 

Tour a ainoerelJ, 

(Signed) H. S. K&otz 

B. S. nota, 
PriTate SaoHtar,r. 

lr. l. ldgu IOO'Ter, Dlreotor, 
Pt4era1 Iareau of laTeatigati~, 
l&lb1Qgtoa, D.C. 

Regraded Unclassified



.......... ,. ftpllN .... T,-, .._.._., ...... 
I 5 

The Honorable H•ID'7 llorpntbau, Jr, 
'lhe S.oretarJ ot the TreUUJ')' 
Trealllr)' Depart.Dt 
WaabiJ>CtoO, D, C, 

.,- deer llr. S.oretarJa 

BX 8PIQIAL I'MP9P 

I aa trauaittiJI& herewith a ~ 

perteln!DI to the pna&Dt aituation in llart.JA1q,.., 

!hU WarMUOD wu recd ... d rro. a aOW"Ce 'Obicb 

Regraded Unclassified



• 

'l 'ifi=~fr~~~~~~~ ~•Jr; K~ 5tllf 
r~ trft!11 f:i~t !i~~~ ~i ~~~ ~ 

i' ,1·rs lg,lt ;1r rf f~ t~gf 

i•j ~j;lf t:~~i~£!~:ir' : £ii: 

51 5-r~~~ ~1 !rifrr~~~~ s~l ·~ !( 
~· lls•IJ~I~l!i'r;:~!ll Jt~ ;i!: 
r • · .. ~~~f~i~~ !Ill f!l ;~ 'i ~~i 
~:~ iJ~~;J~;t):it.!lrJii ~~ ~~i' 

r 

~ 

-

I I ~ 
I ~ ' 

• 

I i 

..... ...., .... 
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7~le-cn:cD1 o with - propollor, the oor l.&l llllaber o Oil tho pl.oaeo 
dhoharaod beiDa troa S6 to 96. Tbo 41ooborcod pl.oaeo ore hM'ril,y 
guarded, It 11 oai d tllo;r 'ftH r eMft4 beo&I&M tbio 11 tho hurrio...,. 
ooa- ud they wore hroucht uboro 1A ordu to be protooted 1A 
tho o.,...t o! • hurri o...,., Otllor roporto WWN tllt.t tho pl.oaeo wore 
liDded at tho w11t~Mt. o! tilt. Britub, Tboro wore Wt.ln to 
tCIIIl'tooa tl;roro Oil tllo Blarao ....., <cloputed &beNt tllo ldAI4lo ot hJ.T 
"" tho llritilh CrW.Mr D ..... 

P'in fnDcb -pl.&M• buM at rorw.-rruoo - ciiZ'r)' 
two boabe Uld a • ob!ae CUD Uld - rocuJ.t.r potrel. .ru,bto boodatac 
ot 6aOO &,a. M ob ...woe. 

i fnDcb pll-pr ~~ the l o I, CUba, .... &OC'"Ij)lded 
ioto tho~~ Oil IDlT 131 1940, b:r a Jrollob pl.aM ud 
auyillh"T lm01Hr, l'fta .. 1111-&aa ._.. .. obo took upoc • terlag 
obo~o beu...d tllat tile bubor llilltt be a1Md at oortaiD po1Dto, 
Tbo CUba carried u.t ~ ~ lpuWib rotucMo ud 1.00 Gel"MMl, 
C&Mit ud .W.t.ria rot~acM&. Tweln Jrcob ,. .. uc•r• 41oMbarked 
at r ort.-4.-Pruoo, , . ·-· ..... truot orrod to tho 8, s . 
Saiote DoaiJipa, wbhb oailooi tllo ! ollowiDc Tlleeda:r, pro-hl:r 
tor lle:doo, 

ilart1D1q,.. hao o m'oaU... witll tho outoida worU 
throuah a wiralo•• rooeiwiq nation ,_.atoi bah1Dd tlla ~riou 
.urwt.:ra !Sook, tllo •oadlai: atoU. !or aht,po, a ...-..-t -' 
III04iAc l!te•t• Uo1 a abAirl an o_.iiJ. hr udoutiDc atoU.OO. 
Tbo 1rcob o~ to ~ 11 Yia LIMa .r to Madrid Yia ~ 
.uroo. C mtc oUOil to tlla Ull1ted Stetu 11 Yia rr-.11 caw. to 
at. Tbooou ud - llico, 

&dlll1nl Robert, the Bieb c-t .. ~r, 11 DOt , u reported 
b:r .... . ........... ' 1D obarp o! the .. ..,.. ...... , , 1 ob Uld 1rMoh •••t 
Ia411o rlHt , Ba atoted to tllo W _.t tllai Uloro ,... M .. &U•b 
blMh • a o! ~ u erldeMed 'b;r the arriftl o! the a, 8 , c.ba 
ud ..,. .r two ~ oar10 obipo. Bo 41d otote tllt.t Britub 
Crllih ro wvo -";r Uld -u 11114ooab~ tr:r to ,..._t uq 
froDob aaftl UD1 to troa l.Mwiq, Jo tolt tilt. t b1l rolat&a8 wl U1 
tho Br1t1ob Adldral. at lo1WIIIa wor o -t oordl.&l ud -t.iOilocl tllt.t. 
tlla llritub CrlliMr ro-••ed two&>t.:r aU•• ott obora Oil lvJ;r ll &t 
hio Hq\Wot. a!tor otP"'lltac ito 1Dtoat1oll to .....,.. 1a tarpt. ,....u ... 
.l.doiral Iebert. 11 apparoatl:r pro-Jiritub &114 hopoo tor u aat.caW.a 
ootu-t. betftool Ulo two 001111tr1oo. 

Regraded Unclassified



rgynew, A',.ne 

1M l.atenal. Ill--- l.a ~ 1a 81114 w be 
-uu.. !IMn an teo48wtt• tor ~ ....,. ter tlw er .u 
••• !IMn -u be • ..,wal •tanat.* tor •neral -~. 
ftle f...S ~ f.a 'hede]_,. U l.oor oM ..... liMa &ql'&ftted 'Dr 
the oniftl et -.. rr-oA tn.1a1.ac ~ nth her enr' t et 
100 -· Llt.U. t...S u pl'l'uot • the Ulu4, All et&plM 
... 1 u• W boa ~. '1M wiiJ.w n•U..w ... et - epl.ai• 
a ~ t...S * I .. ..W • proo!MUw et rio\1, ~ 
co•ws d 1a • JtWIIII \o GVI'7 • paWo -'< pnJeo\1 t.a ....,... 
t& ,....,u. --- ... -.n the ..... - ~. !be -
ot the popool&Ua et ~. aso,ooo1 u -• n..t 'Dr 1llaU 
pol1Uoal ' ud- ... 1.a t.n...,. -1:rc ,.,. 'Dr 1lbe -.t.W.. 1M 
bla.lk l.M!wll ... l II n1•1 iw t'•I:IF 4ltttal\ i.e Jaudle, 
4evadt .. P•'- 1a111dee ia tbe t .. ~ ~ --· ..un.r 
hOW'I u4 ~ -'lna-..t, ..U. ......... tUM MOlal ol.ueea, 
wbJ.\11 .alatte ... lllaaJ<, .l .... .,. t .. 1111J.\a fMSUMI ......... 

o~]¥ lJitenarri..t, oODVel the --,.. Tbe t.aper\lat p;ea., 
MDt otf1o1W .... alJ. applli.ated .ur.nq tJw ~ oM &N 

h'IIIOb 11bJ.Wio 'fMH .... ..., &OiW \ ....., .,... 'IIIIo nwd.ft 
the1r ..tDieU. lJI h"aoe at 1lbe • til JIM et the ~ pow., .. ,. 

1lbUe .lolllln1 ..-n, U.llitl> c -··· , u .... " 
be pro lritl.ab, the Go;w_, " .. _. !uri BI&J 1'1 '1"1 * al'l'1..,.. 
u ~ r- -t.U .... u 81114 "' be tet1111~ .- 1rt.ua 
- lou wt U, .,. lrlt.llb ...,.n et - ...S loU 
Popoalar h"'D\ &Oi¥1 \ idiUb be ..,. - 1AJ IE MN• M tile tot•\ 
ot ~. • ~t tile nnp'tua et - h'-l.a ••• t. .. 
the ..q ru aM.,.. te- rr.a. lia hiiMr atutedeu 
ren..w 'Dr 111a ~ tile\ Jrtt.llb ~ et rz '*' 
t~ ,...... _,,. ... \o ...u ..a.w au. tao. lllrtt.llb ...... 
belal -w. • ,...U.\1 • Genu l.aftaiGD et .. ,..,. ..s 
the \~tel tot•\ fill- ... , ,.._,... thq -p\ a.nu peue 
teru. Be th4o 11-u- a -"-"'-lll.o \o ett .. t. tnde pu\1 

with the ,.. loMr1- tnde 1ll.o .... •tn•...S - Mile that -
IIIJ.W4 ltt.a\le -a...- & w..t. &gru '\ witll the r.-oll Wen 

IA41••· 
._.111111' .IDdn Oerot.a, Preet.clat. ot the OUit Cl'..t1t. 

~. doe• ... t be1Uw ia tiM e\aiiWtJr et the ,_.... 
IOhH \. 1ldle lie ,..ten \o ...U h"'D* .. thiaU tllet. a 
loMr1ooa ....-tanw u- ben M1aUa fer the u.. betac· 

_,_ 
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Otlwr per._ ill ~. 1Dolald1111 11, 1, Allber7, 
J.DLiwlt.r1.ol1nt lollll roJ!Ilt.cl. tbo WMlt.IWint .., ill ~ ... , Leoo 
Kqot, 1Jidutr1.ol1etJ .b4no Den, ....... CaotozT Mll&prJ Robert 
dt Jllwl, tqiMerJ lieU& Cottrell, lhip ....,.,, 11. La\U, lluagor 
ot h'eDob Ct.blel CbUt or Polioo, C&ptdn do JW. .r ~ 
Co'•" ' .... , R • .l, de Sobuata, t.-r AMr1ou no....c.uw.1 
1.- u4 Uo\011' Albert, IUI4 otben - to be o! tbo op1lda t.lld 
'lllile t.llq ......U pre!er r ,.,., hollob U poenl.bla t.11q -.14 
ftlo- &D AMrio&D pnrtootorato at lout ~. IUI4 u.at 
Ulq 4o DOt 1oM dtb t aftll' QJOC tbo -t rr-h Gowoz t. 

on.. Co'e1• 1 .... ot Jl&rUai.q'oo _.s.no ot 1100 aaU.n 
ooldlorn, 150 llbito .._un1aooM lollll •• 0 he'-d .rtloen, r .. 
tho soot pen eql&1ppo4 d tb ritl.en and ~to. n..re ere abooat 
1SO ~. -~ llbito0 seo&ttorod ~t tbo lala84, tbo 
polloo ot ~ &rO ""~ ~ ... wollo, wbo ol&1no 
to b&Yo AMrl..., d.t•-sb'p and at - t.1ao Ut~· ill tbo Cual 
kM. . 

&1Doo t.llo ....Utioo be.._ J'ruloo and ~ u.a 
J'roiiOh lroat 1841on b&va -... Uelat.c!. h'OII t.lloir oapl tol. -
r.t U...to tb1ali: t.IWI 1no1at1a ..q ~and t.lle .... . . 
od.Junt.Dt ill rnsoo w1ll. - be&1Jl. Ot.ll.-o, t&r -- -. ..... . 
OODnidu t.11e ,..._t lita&UGD bopoleoo u4 ......U wlA- flaT 
eohltlm o! t.11o "U ill wb1ob t.llq tiad u.-1..... tbo 
ait.lotlm 'bot.ll pol.1Uo•lJ7 u4 u •o•U7 1n 4oaorlbed aa be1n& 
.. .,. -.. 11114 ob&ot1o . 

Aa1roJ. Jloberl ~ et tbo opialca t.llet - ot t.llo -t 
prou.I.Aa ~ 1n a eolnt10D .r tho prrb1• .r .,.... f.a ord8r 
tb&t tbor. a1f bo a troo n.. .r tr&do boW.. tho Olllto4 lt&ton 11114 
tho "'-b Woot J)odJ.on, c-roo 1n - &t a otna4ot1ll. .Uooto 
ot ll&rt1Diq1at ns.u.- ill boUn a \ !:r1aida4 lollll auto I.uoia, lrltlnll 
lfoat Ill41en0 are rr.-. 

'I'll- ban a1nto4 a 111>era1 J'rGob .......S.o rep. wblola 
protoot.c!. "'-b predwlto Ml4 s.n t.lle oalalnn an ...U an t.11o oe]•tel 

Pl'oduto Ml4 f.a PraMe, Prleon ...... biCb hooDOO e! t.llo dlation 
1114 t.llo ~ !'rol&tlt raton bet.o.. rr- lollll tho oa'••••, on.. 
-.us..- .r ~ ln 0&14 to be ... to \be II1Cb ...,..,., 
&r&&W • 1ala84 proc!Mto, nupr1 .na u4 kn n • oant1tatf.a& _.. 
tbas nine.,... -tot t.llo aporto, ,..._ban &1"711 .... - t.lle 
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......... .,, ,......_ 
.............. 1111 r4 .... • "3 .... 

Jul,y 31, 1940 

PERSO!!AL .Aim COJ!lii)QITUL 
J!I SP!QW. IIISS!!!QER 

Tho Honorable H..u"J lorpnt.b&u, Jr. 
Tho S.ontarr or the Tre&JNJ')' 
TrealNJ')' De~t 
Waahl.nJtoiD, D. C. 

II)' clear llr. Secretaey • 

I aa t.raDaaittill& berewi th copiaa of a 

- ra.ndlla receiYecl fraa a confideoual AO\Il"oo 

whi ch pert&ina to econoodc oond1 tiona w1 thin llarloo 

and which 111.7 be or interut to )'011. 

Sincerely youra , 

Enclosure a 
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July 17, 1940 

Tho President is diocuesing two roorgani~ation 
aoho11u concerning two v1.t.al branches of induatry : oil and 
reilro•ds, both of which ba,.. not been u proopor oua in 
tho workcen 1 s hands as bad been enticipo ted . These die­
cu.uiona have now been going on for eOIM tiM without an;r 
Tioiblo result a . As a ""'tter of fact tho Railroads . ... 
to be going frog bad to worse . Lack or diaciplino is still 
causing ConDtant accidents with the con•equent loss or life 
and c:aterial. Service i s bad and ratu ue high, and tho 
public is sett1ng pretty tired or those condition• . 

Lie . Suaro~ end Sub-socrete.ey of Foroisn Affairs , 
Lie . Beteta, bending t he Kexican dolesation to the Havana 
conference , are said to hnvo left last ni!)ht for Cuba to ba 
in tia>e for tho ineugura tion on tho 20th . llr . Suarez rranted 
to hon:• propositions from the Mining Induotry by which help 
could bo extended through the propoood Intor-Alllerican Cnrtell 
to bo diocuaaed at Hnvnna . The uncertainty and vagueness 
surrounding the Havana l.leet1ng 1011de it ia>posoiblo to talk 
about sug0eot1ons . So , what wan given to llr . Suarez were 
::orel,y tho facta nhout the present situat i on. Before expecting 
help from tho outside, espociall,y 1n regard to financing the 
country, the7 •hould endeavor to br1ng oo:e relief fro= the 
inaide . Lower 1ng of taxes, atabUUed labor cooditions, a 
stabilized excbaa;;e, etc . , would be tho 808t .. aentials . But 
in that respect nothing has boon <lona . On the contrary, the 
oxchanao la shoring a tendenc7 again towards a lower <Iollar . 
It wont apin today to 4 . 96 and somaono claiu to have heard 
tho Proaldont say that be will got exchango bacit to .3 . 60 before 
leaving ortice. 

There has been no change in tho atatua or the Cananea 
ot.rika , but tho agitction for S)'lllpathetlc otrikoo in the industry 
seoca to hnve <lied down . 

(Tho last paragraph r efaro to tho strike at 
Anaconda 1 a Coppar !lines 1n Sonora which 1a of aovaral months 1 

duration . 

£.Q.fl 

/t 
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Jul.r 31, 1940 

The HOI'lOr oble 
The Seor.tary ot the Treuu17 
'luhl.ngtcn, D. c. 

I b&Te -n intoi'MCI that r.t.U •r­
cbant.a, pner~, tbronghout the United StetM 
u. reatrieting, to a l.arp atent. 1 the atter 
or crant.ing credit, such re.triet.ion bed.Jir 
cmeed b7 anticiptaUon ot the enactaent. ot 
the Con4cr1pt.ion .let. I aa .fUrther intoraed 
that an official of the National Aaeoeiation 
ot Fllmitu.re Dealere recent.~ TOicecl an opinion 
that within a f"" n ek4 it 1e cloubt.M it &07 
u.-rriecl JllllD between the epa ot tnot:r-ooe 
aocl tbirt;r-one will be able to obtain creclit 
pr1Tilepe unl.ees canaiclerecl an atraorclinar1~ 
aoocl erecl1t rielc becauae or fami.l7 connectiona. 

I thought :you lligbt be int.ereetecl 1n 
thie intonoaUon. 
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:Jrhtral kta11 of l1111nllgllllln 
llnlltb &tare lrprtlntnl 11f Jautltt 

Wul!tn!Jb!n. D. Cit. 

P.USOJW. .um COIIJ'IDIII!U.L 
SPJCljL HISSIIQR 

Tho BoAOra'blo 
'l'bo Seoro~)' or tbo Tr,..auq 
WAobl ectoo, D. c. 

lC1 clear Mr. Secretaq: 

Vith roror811co to tq loUor cl&\ecl 
J11.17 1? , lll~. 1 ... tranaaittlec bor ... itb ao or 
poooi'blo 1ntoreat to ;rou a cop;r or a M80ranclua 
cl&tocl J\IJ.;r 31., 1940, contaio.1ng aci41Uooal 
1n!oru.Uon racaiTocl rroa a rol1a'blo con!140AUal 
oourco concorll1nc lo.'bor g0p4Ui ono at tba Booing 
Aircraft Cc~, Seattle, WaohiecEoo. 

Sincerely 70ura, 

I ACl oouro 

1 AQ 
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BRITISH PURCHASING COMMISSION 

Aucust 1, 1940. 

Dear llr. Young: 

Use ot Federal ReaerTe Bank ~ the 
Do•1pion Govergp'Rt 

As proaiaed I send 7ou, tor the SecretArT, a 

copy ot the Ron. C. D. Howe's letter to me ot July 

26th. We can perhaps d1acuas this subject next week 

when the Secretary returns. 

Phillip Young, Esq., 
Washington, D. C. 

Yours sincere~ 
t-v~ if?;~ 

A.rthur B. Purvis 

• 

:!.43 

-·v ... o.::F. 
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Ofi'iee of 
!he llinister of llmitiCIIUI aDd Sllppq 

Ottawa, Canada 

.Tul7 26th, 1940 

Dear lr. Pur't'isl 

In the course or our luncheon with llr. 

Morsenthau in Washington, llr. Korsenthau susgested that tbe 

Dominion Oovern.ent should pa7 tor ita purchases in the 

United States through the Federal Reserve Bank or Wew York. 

~ ba't'e di scussed the aatter with our 

11.1nister or Finance and with tbe Oo't'ern.or of the Bank or 

Canada, and enclose the comments or lr. Graham Towers on 

Mr. Morsentbau•s suggestion. 

It occurs to ae that tbe proper procedure 

tor placing this matter before Mr. Korsentbau is through 70urselt. 

I would be slad Lr 7ou would place t he intoraation before bia 

and let me have his sugcestions in the lisht or Kr. Towers' letter 

I aa sure that the Treasur7 bare will follow 

Kr. Morsenthau•s wishes atter he has civen consideration to the 

views expressed b7 Kr. Towers . 

Purvis 1 l!sq . , 
General, 

British Purchaain& Co.ission, 
lS Broad St .

1 lew Yor1: 

Yours ver7 trul71 

(Sicned) C. D. Bowe. 
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BAliK OF CANADA 

Ottawa, July 24th, 1940 

Dear Ur . Hol':e : 

You v. i l l recall tha t in conversation a 
short time ago you told me th~t Ur . Uorgenthau had discussed 
with Y•'u the procedure followed by Dominion Gove rnment in 
~king payments for purchases of wnr supplies in the United 1 
St•tes, and had enquired whether these payments could all be 
m•de from a a~nk of C~nada account wi t h the Federal Reserve 
Bank •r Ne~ York. Since the Bank of Cnnada co~enced operations, 
it h• s c prriPd en account wi th the Feder~l ResP.rve Beak, so th . t 
the~e are no insuperable difficulties in the way of adopting Kr . 
~orgenthau • s suggestion. But, for reasons which I ac indicating 
belo-, it would be more convenient to follow another procedure . 

As matters stand, I believe that Munitions 
and l':u pl y contr .. cts are made direct ~?ith the suppliers in the 
United Stntes - t his being true even Nhen the or~:a.nis~tion 
he••cled by IJ:r . Purvis i'Cts as the agent in the first instance . 
ffuen the time comes to settle with t h4 various contractors, 
payments or e made by means of cheques issued by the Contr oller 
or the Treasury, drawn on the Domin ton Government 1 s account wi th 
the Bank or L!ontreal 'ln Nev: York. There haYe been a few ex­
captions to t his r ule : for example, some payments have been made 
t!lroueh American bm!<s such as the llational City Bank . In th• t 
cose, the Controller of the Treasury issues a cheque on Bank of 
l!ontre~l , !Jew York, in f avour of the National City Bank. I 
believe, however, that it h~s been suggested th~t exceptions or 
t:1is charact~r should be eliminated, and that ell payments to 
contr~ctors s~ould be cade through Ban~ of Uontreal. 

This being t he case, thare are two possible 
alt~rnatives toUr . ~~rgenthau • s sug~estion:-

(1) A~rangements could be made by Dominion 
Government so that he could get the information 
which he woul d like to have from the Bank of 
Montreal . It must be admit ted , however, that 
there are undesirable f eatures to this procedure . 

(2) Ar r angements coul d be made through the Con-
troller of the Treasury to supply him with information 
in respect to payments made r or purchases of muni tions 
and sunplies. !Jr. Morgenthau would then obtain, in a 
convenient way , all information which would be available 
to hi.m if payments were ell made through our account 
~ith Federal Reserve Bank. 
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The Ron. C. D. Howe ••••.••••• 2 ••••••••••• . •• July 24th, 1940 

The main U.S. dollar account or the 
Dominion Government is carried direct with Bank of Canada, 
and we, in turn, hold the balances with the Federal 
Reserve Bank or New York. But tho use or t he Bank or 
Montreal in New York for chequing purposes, and f or main­
tenance of moderate working balances, does represent a very 
material convenience so f ar as the Dominion Government is 
concerned . Perhaps after giving consideration to the f oregoing 
you might wish to have a t alk with Dr. Clark to decide what 
reply should be made· to Mr . Morgenthau. 

In our conversation you also enquired 
whether we bed received any estimate of Munitions and 
SUpply contracts which would be placed 1n the United States 
during the course or the next few months - as Kr. Morgentheu 
had indicated interest in such inforaation. We have received 
no estimates . 

Yours sincerely, 

(Signed) G. F. Towers 

The Bon. C. D. Howe, 
linister or Munitions and Supply, 

Ottawa. 
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fulll~ 

?11, ...... 

De•Fl Ya D 

Da\et •ucu• a, 1140 

.... , • •• p.a. ""c a 

ftlll OQWIIOW:. .f.ftACII. t .. kl;r flMMial. 

Aesp·t opn -.rat forelp ..,....,,.. n\ea al ltlltll' ... t•r 

"'-riDC weak b to penletaat lelpon oonr llolt Mlll.ac at \loa 1-.. 

ra~•• 'tv heu6on ad. onrboucbt ape<Nlatan prnut at fUrther -

allet. lahr llalllt apot Mlll"C rataa thle •I'IIUI &1'011111. fba 

flf\Ma ain-\lla -•• aD4 thna •••v enea ~ --pe­

aaYiDC h1cJI dllrl"C -k of au o» a1cJI\Ila ad. three -•t7 .w. 

th1rt7 ......... ad. a low of fha - a1cJitha u4 three -q. 

...... ~ ... o •• "-t dallftrJ - \h1rti:f -- .... u4 -

•Ut7 fCilr\11. ""- ~. lap\eall ..... u ... .,- \h1rti:f _... 

_ , aa4 OM alot)' fCIIU'\h pe- ~r \hDa .\a&Mt a\eae h\e 1-.1 
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Secratar.r ot State, 

Juhioc\ou. 

731 , .l-t 2 , (UC'l'IOI !!10) 

IMn&tt•l 'f"1a D 

Da\a4 .....,.., a. lNO 

laa'4 81Z a.a. art 

flleoa cU..lao aloo bella,.. \hat 4eoplta pre .. ,, ... tvaUon t1 

oo-41tr hoe.rclbc u4 'bualllon indwltrlal ••t- 111 ''"•chi , 

,...luk..,a4 1Jopon -..._ will •-" ratao 1a late J.a&ut au 
oarq Saptnbor. It 1o aloo bell.,..4 looalq tbat a break iA ratoo 

wltb orratlo tlucv.aUono 1110' be ezpono4 in Sopt•bor ao cull 1o 11401 

ac~~ill al>lmdAilt ill Slyon&bei all4 a~C\IJ.atoro -.r ua woll fwu1o tor 

exdloa&e oporatlou, boomer ahoal4 &lllf Si-.lapuo&o poOGO aacoU• 

tion d.o~dop entire p1ohra •nl4 bo ahallp4. Other '""tatioua \lila 

aorniDCI colt bare &r0W14 raaa tift tour tift Ull&bt haY1DC bleb 

<lllriDC ••• ot raaa tift tift tu.. -.llt u4 lo'l' ot :r- tift \hroo 

lmn4ro4, n1 ~ oaah 41eaount rata tour point elz paron\, -

JapaJ> )'Ill 0111 tor Chiao a• raaa .... pout wo •l&bt. allitar,- oorip 

JO.Il ona tor Chl.uoo 1"NN OM poiA\ wo tour, Caatral - col4 unit 

for lf""" w o point llftA -.llt ,.,.., or 1Jalta4 ltatoa 4ollara -.llt 

poiat olz throe tift, lbn;r! cuetoae coU uait rlll;oo tor clut)' J111r 

Mnt PQI'poeoo at Bua Bo1DC raaa wo poiat 11;t alae tift or Chlalla 

:r-

• 

150 

Regraded Unclassified



+ fnl, ......,., a, (IIO!IIll BO) ,.._ ... ..,., n. a 

,_. tfiiiZ :poiA' flft -• fov lll .. lat.ac ,_ • • 

to.., J"'ll• of fl.ftT ·~' pen•' - ~~~~ ,_, !l.saula 

uo•·• .. ,.., .. tift .W. st.xWsaU.. ..... -' Uu'M ftft slclatM 

pa-, !isshla e·••d r-.iU- .... - psla' - tift 

paron\, (liD IIC!IC. !10) 
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Sec,..,...,. of "'"'• 

luh111&too. 

731, (DC!lO& Tl!IIDl) 

l'aiJ 

IIWIGBLl nt. •· L 

Dated. A...,.t 2, lHO 

...... 8t00 p. .. 

fionteu hdual .B.eaon. llulc ,.,..... ai• t010r pout ..... , ti ... 

!52 

tor Chiaooo 7"DD1 ou lma4:'M, ""'•&t'•'-fiaJ~toiA r•tt-~ 

Chlaooo 7"D11 oleTe.a lma4%'od. !iolltoiA to rooeift Jill,...... oM thouaa4. 

Tootor4art'• clooinc quot&UollOt ChU.10 llollooUco 'boad.o .... ~ t in 

ooo point ot.Ft o1&t't n iAtoroot, 8hall&t'&1 p110ral otocll:a &Terap 

\wo three f010r point aaupt oi.x, She•&t'at rubber ohereo anracw no 

tho •1Ft point """ a ~.Ft. 111aiot17 J'laaaoo Clb1mck111c u of .t."C"8t 

lot lowered. "••-rc1al. ratoo of ,....... troa eonn poDOl to tour o,. 

belt piDCI, fo!Wir Ml UZiebenpd ol- oar~ J'Q.'4 lut :roar. Uaitod. 

stetoe d.ollar equinlnt of t010r o,. halt po- 6ttora11114 le' ._ Tork 

troo etor1111c ratoe. 1'hio baa no co,.,...Uoa witll ,. .. &!'"' opoa arltlt\ 

ratio thO'OCh tor a u .. <!bn&t'•' ·~ ratoo ~red. a Uttlo oa 

rocolpt of the ....... •oto thlo •ao-rolal rata of r-• 1o dlttoraaoo 

!roo ottiolal otaltllicaUon ratoo ot 7"DD1 at tht.V ooah aa4 toartooa 

ooo belt peace tlhtob roaaillo unchnpt. :hr d.otalla relation of 

•aa-roial ratoo• refer Con.ul&too 15611 aa4 1566 of Jul7 6 lut :roar 

traanlttiac Oo-rolal Attac!Wo •••• 6 aa4 7 h Co-roe. lliaio\17' 1 

act 
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.loapot 2, 1911o 

Cabinet moetin& - Fridaf , Ju«uot 2, 194Q 

The Preoldent COn&l'&tulated SecrotiU')' Hull on hh 11Uccooo at tho 

l!&~an• conference. He told hla thAt ho thoupt he hAd done a cru4 Jo'b 

aod tho pu'bllclt)' on the ouccooo of tho conference could. DOt hoYO 'booD 

'bettor. llr. Hull o&ld be bed noth11111 to diocu"" ot tho Cobi~tet tod.a;(. 

Al'le.r I ho4 ahoWD t he Preoldent tho fiaoa Indo:r of bua!.Deoo 

acHd t)' Md tho otat•ent on nationAl dofonoo oxp .. dl turu for tho J>Nt 

year, ho aoked De about the uceoo profl h tax bill. I hAd intended 

154 

t ekin& thio tiAtter up at the clooe of the Cabinet and aoklng tor a 

conference with hia tor llr. Sullivan and. QY•olt to diocuoo the oltuatlon, 

but he ot!U"ted right out diacuoolng tho whole ""'tter. He aalced me 1f 

I hAd boon informed of hlo conferonceo w1 t h llenro. Doupton aod Cooper 

and. with SoDAt or Harri oon on the propooed tax 'bill. I told hla thot I 

hAd not booo lnforaed except to the extent thot tho conferenceo ho4 'booD 

reported il\ tho ""'PIIPero, whlch wore not TOI')' full)' otatod. He tl:m 

told ao thot ho hAd u4e 1t pl&ln to t booo sontl-11 thot wo .... t h&YO 

an oxcooo protl to tax bill thlo oeooion; thot ho 414 not wont to bo 

bothered w1 th tho dot&llo of the 'bill 'bv.t would lo&YO that enUrol)' to 

tho hl!iolatho 'branch of tho Oo,..rnaont , 'bv.t ho 41d want to 1apreoo 

Upon tb .. thAt ho ho4 to baTe a bill of ooao ldn4 thio oeodon aod if 

there were ozq ahtakeo 1n it, thq could bo conocted a t the DOxt 

ooodo10. I then told h1a the o1 tuaUon at llr. lulU Tan had. rolatocl 1t 

Regraded Unclassified



- 2 - !55 

to •• earltor in t ho d.aT, that apparortllT froa t ho cortver oaUono • hich 

wr. SUlllYM bad bad wllb the r.,reoentatlYoo of tho 'ro,ya and lloMo 

CoMl Uee AAd the Senate 1inanco ComHteo, about tho onl7 thi~~4 the 

Coonitteot • oro t hinking of io a 1f aco-oaTint0 bill, and not one t hat 

will r oall7 got t he rovonuo on an oquitablo baoio. 1 told hie that 

11r. st .. • a bill did not got aDT roTonuo froa a corporation which bad 

boen earning, 18¥ 35 por cent on 1 to lnYootod cepHal oYer t ho paot 

four yura. unle1e 1 t ea:rDed •ore than that rate in the 7eare to coee. 

I aloo ot .. tocl that 1 dicl not think thio could be tol'llocl a fair excno 

prof! to tax bill. !he President t hen oaicl ho dicl not want this bill to 

(o\ boe«od clown boeauoo of dittoroncoo be tween tho 'l'raoouey o:rporto 

&nd t ho Coll8ro .. 1onal expcrta. !he aain thint now h to got a bill 

throll6h and then s traighten 1t out noxt Janu&r)'• He oald tYon tho 

NOOunt of r .. onuo h not ao important at t hlo tlae. 1 t hen aokecl hia 

if ho would take a •taeo-aartng• bill 1t that h what t ho Coaai tteoo 

iotht upon, Be oalcl , 1Too. • Be &Oked t hat 1 pau t hio aoaaago on to )'OU. 

llr. SU...on oaid that he alao bad tho tax blll on hit agoD<ia to 

dhcu .. at tho Cabinet aaeUng, Be wanted to otroot tho tact that tho 

del&)' ln on&et1J14 lagial&tion coYoring tho anorUaat1on quoollon wat 

belding up MDT contracto 1n tho J:ra7, llr. lnox alao oald it was holdi ng 

up aaey in t he !laY)'; that 1nduatry wao Jutt not t111Jling tbe contract• 

ao lont " " t bio quootion roaai ned. open. llr. SUaoon tald. t hl\t he thought 

hAst e lt cortalnl)' important i n tho intoroet of national dofonao. Bo 

WOndered if tho two coml ttooo could not agroo 1~~r.~od1 atel7 upon tho 

pro..ialono COYt rlng aaortisation and publloh t ho tact t hat thoT bad 

asreod. Bo thollf:ht t hio ..,uld help a great deal and that MDT of tho 

Regraded Unclassified



-}- !56 

oonu octo would 'M oipe4 1f t.be7 Uloi>CIIt tbat 0oll&>"••• -u .,. u.e4 

w1 U. tho proiJ'u ec:ree4 upoa. 

'f!lo l'roo14eDt \hen •-•tell th<at ,.. tey to wrUo a pHUblo to 

tbe propootd tax bill which would 1&7 iloWil t.be pnoral principlH wtlh 

roopoct to (l) tbo .-orti•ation queotion; an4 (2) tho oxcooo protito 

, .. quooUon; an4 that tho two co-1ttooo ill 0olliJ'OOO ""'" to tho 

pr-blo to the propooe4 bW, !bat pr-'blo ll&do polbUc would bo an 

io4>14-nt to lnduotey to oip tho national ilotonoo oontracto. I told 

hla thot wo could probabl7 work oat tho pr-blo but I d14 cot tbillll: 

tbot tho fACt that the two conaittooo auoe4 upoD 1\ wo'Olil aecoooarllT 

bloil tho two Bouoo of Coaueoo. !'ho l'ro.Sdont acroe4 to tbio, 'bolt aoid 

thot if thlo proaablo could not bo auoe4 upoa b7 tho two coaa1ttoeo, 

tbon ho \hO\I&tlt tho)' a1sJlt Aji;I'OO upon a JoiDt otataaont CODCII'nlJJ& 

&IOrthation , which otateaent would bo aailo public and uood b7 the lar 

ao4 lfa..y Dopartaenh in ito oeptiatlon for utional ilofon .. contract.. 

Bo thcusbt t hio otato .. nt aboul4 ao•ort t hat t ho planto built for 

-rpney national defenoo oould bo uorthe4 within a t1n-7oar period 

ri\h a pro•loion thot 1f tbo -rpnq on4a before tho tin-7oar porlod 

1o a.or, aa aaoDde4 tax retmu co'Old bo flle4. 

llr. Stiaoon t hon diecuooe4 t ho otatuo ot tho conocriptlon bill 

on tho Bill . Ro oald that he thout;ht 1 t llisbt talco a word froa tllo 

Proo14ont to ao•• tho bill aloag. !bore wao qulto a diocuooion of tbo 

prlnolploo of conocription and tho Yariouo orcaoioatioaoin tbo countey 

which aro oppooocl to it. ~ Proo14ent oal4 thot ho ba4 alraa47 tol4 

Co"C'otol onal laa4oro that 1t wu up to Ooii&J"HO to tis t ho &P 
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u•naUoa la u.. oa......tpttoa -.u, "'' Usa\ lie W •u• pUll~ 
,.,., bo ... ta f- of \b. tnt\. • llleo "'-' ... u - -1'11117 

157 

lalowa Ula\ lin. looenel\ - a peotfh\ _. tile\ aile - ttet ,. ra\llllr 

olooolt wt \h tbo ;rou\h ...,.,_,, .&II a Hftl\ ot \bte, aile h pt\tac 

a.,. .. , 4..U of Mil. lbe to14 \be PrHt4n\ lu\ atatat that 95 pu _, 

of bor •11 at \bte u .. h oppolle4 ta Ule 4Hft -.u. Tn, the _., 

wboa 7011 aalll:r•• \bto Mil , tt h ptl'f'eo\17 "''PPI'•' \bat Uletr ....... 

art false u4 art ao\ baoet upoa tao.. fec\e \o the Yritar. ... eal4 

Ula\ - of \hM fMl \bet '-• of tho 1\at-\e ta Ule Preoa 

rocardliiC \bt ap 11111\aUoa of 20 to 65, a v•t - ol4 people u4 

tboao wbo are bettor ftttet for - other u .. of wol'll: wtU tta4 ,.._ 

uhtt tn a atlt\ar;r tralnlac .,_. !b. Proot4oat oattl Ulat \bt rift 

1a of ooiiJ'oo Ju.ot plala 11011011111111• lo r .. poaot1ole oftte>tlll ot Ule 

OoYtMIIItllt hatl 11117 tuch ttlea. • tltooutoe4 at IJ'Nt lOIICth bh oollforaaoe 

of \blt IIOraSIIC wt\h a IJ'WP of .,..,. reprottat&UYOo of Y&rtout 

Orlll"hatlODt \broucbOUt tba -tr:r· It oat4 lbtH _,.. """'' 165 

prttaa\. It \hou&ta\ U..t -....be pt \hrouata tlttcaaetiiC Ule \beor;r of 

tho tlratt. tbq wro qv.tta wU 1Jiproolle4 wt\h ..,., tho ....,.a1otrattoa 

h tr:rtac to 4o til \bte •-ettoa. 

llr. Jaclteoa tlto.,...oet at - lO"C\b a fft .. u-truet catH u4 

\hn br"""'t .. Ule W10trtck catto !b. Prod ... t uko4 bta Sf Ule 

pv.bltctt;r bad. ta ezq _. lnlrt blll- ..,.taa\ Dr. w .. trt*- Mr. Jecboa 

otttt4 tba\ tba poa'ollat t;r ba4 aa\ 1a1rt \be -•· lloa\ tba\ U ba4 

tltttro;ret a p~ wbtre tba ..,.._, of hll\toe W ,_ allle to p\ 

"'"'"'' 411111 of w-uoa of u.a wl'll:tiiCII ot u.. o.r- •*'-
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Jlo• U>At t h11 1>014 Mtn aodo public, Dr. 'leotrlck would he,.. to ..,.,. to 

&110\htr plaeo or tho o......,, would pro'babl.7 «et 11110ther """ to replace 

hi• • !hlo aeano that tho Ilepartaont of .JuoUco alll hen to f!Dd out 

lSi 

who thil now aan 11 and whore he 11 located. !bert wae then a dhcu .. t on 

ot Jho ll<>ono)' 11 article in th11 woelc 1 t Saturday lnniac Poet aloac thlo 

cennal U••· llr • .Jaelcoon aa14 t hat 1 t 11 -dac tho contact. 

Dr. 'ltttriclc bad bean able to ulco dnct l>elnc 111 thlo oo1111try. He dl4 

not t hink that tho 11fth Col- aetl"f'ltloo art now eo .. ch concerned with 

blowlnc up planto, but they are 110ro concerned with &otUac the lDduatriol 

leadore ot tho country on tbol r tldo. !hoy bon, thorotoro, attapted to 

loprott lar&e lnduetrlal lnden, like Henry 1or4, that Allerlcan lndnotry 

ohould trade wl th o..._: that tho war thoul4 atop, and It 11 onl.7 

Ell6J.an4 1 t fault that it h now beiac carried on; that ao ooon at lt 1t 

over , trade will be rotuaed with OoraanJ and thoro wlll be a profit tor 

all, 'l'ht Aaericant who han t hei r planh clotod or oporatiac under otrlct 

ordtn lo 0 &!'11&117, are prollited that tholr plantt will be reopened and 

f reed.. 

llr. IDoz than p'l'o an acC01111t of a contoronco he had laat .... 111114 

w1 Ut t ht Brttlth Aabaaaaolor. Ha 03id that tho Brl t1th .loo'baaaodor call ed 

hi • while h e wu at dinner and told hi8 be 1>014 • TOI'7 ~rtant ~~&tter 

that be wlohod to 41ocutt with hi• that ... 111111&• llr. lnox ot a to4 that 

ht wont oTer to t ho llabatt;r and talked with tho .loobatoador tor eo•• Uao, 

and tho .loobanadcr san hl • qui to a pl t1tul otory. llr. lnox to-.4 ... ..,. 

.ucb worried about the whole oltuatlon. !he Aabaooodor aodt a great 

plea tor 50 -.rlcan dtotroTert and he want ed IDox to ox!laust nory aaant 

l!t • 
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lbat ba COQld thtak of l>efore ChiiiC ht• a a.,.u ... replT. Be aald the 

ohippiDC 11\uaUoa iD Great lriw.ia le qoalte oan011o a4 aalooo \boir 

159 

cot \huo 50 dootro1ero, ho 41d 80t ll:aow wbat .....U bloppea to t11o BnUeh 

hlto. IIJ', lllo" Mid he thea ulte4 tho .la'bMu4or lt hh co1111V, he4 

... r cont14ere4 .. 11111C a part of the h1M4a lD W o ._laphero for 

\ho11 dutro1oro aD4 other wppllH. Be thoucllt the\ the BrlUah ehw14 

W14erotan4 that the United Stahl 1001114 ..,_, haY• to 4efao4 tlloae 

Iolande I f we are calle4 upoa to defaod thla Jlealaphere. !be .la'bu-r 

odd \bat be he4 DOt 41ocu .. e4 We with bla OoYa,...a t, 'bolt the\ he 

would 'bt clad t o \alee it up 1t Ill'. laoJ: • ..,te4 hla to. llr. IDOJ: ulte4 

tho .lia'bu1ador 1t 1t would bart the Brl Ulh OoYo.....,.t lt Wo 4eaperate 

1ltuatlon wore aado pu'bllc iD tho Onltad Statoo ID ...r 41ocuaaloa with 

tho Loclolatl•• :Branch r ecartla& ....,, aD4 aaana of tranofettlnc th10e 

4~ttro10U to hll OonrDBont. Bo aald thq would ha•e to talco that 

cbMco 'but the t1 tuatloa d-..414 acUoa, 

llr. Bull ... ulted If acquinDC u:r part of the BriUeh t OM'Itor, 

I n tbh l!ealaphore ...W.d wtolate t ho "Cr'-"t jwot readle4 Ill ...,_ 

fila Pruldont aD4 Ill'. !lull 'both thoucl>t thet l t al&l>t, aa4 t he Proaldnt 

tbM ._,ted thet pro'ba'bl1 we ooul4 1 ... 1 a part of thta territor, 

olo111 the ••• c-oral liDea u " are DOW 1-IIIC a aaYal 'bue iD 

'f'rlnlW. !here ... thn a -oral dlacuooloa of th1a wllole queaUon u 

to t ho wqo a4 -• whl.ch al&l>t 'bo fOUAd to furnllh tho llri Ulh tho 

a4ill ttonol dootro1oro. bor, oae t houcbt It ... qui to laportaat thet 

It •• did furai oh the In tlah thoo• ohtpo, thet tho In Ulh iD rotura 

WOUld proatoo \hot DO part of ita nee\ ...W.d aa4er u:r co1141Uoa fall 

lnto h&D4e of the o.r- ao.....-t lt t11o lrUlah loot tllo -· 'bolt 
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tllal w lr1Uih n .. , wal4 •' 1 ... , 'be _, "> Ulie B.i8pbare, !bere 

... ooae quewUOD u "> ..., ...... Ulie eboal4 'be part ot U.. to.-t 

""' .. en' or wbethor 1t alch\ 110t 'be 'be\\er "> baYe 1t u .., llltorael 

un4erotan4111C• 

llr. Bull thoucht that about the Olll.7 wq "> acco~~pUu the tr&afer 

or tho dootro;roro to the llriUih OoYer,...nt woul.4 'be "> r-s-ael that o14 

law wbleh proh1'b1to e1>Ch ael,o, and thla r-s>ael coul4 aot 'be &CCOIIpUobl4 

101tbout to&l nr;r 4otill1h ....._rotu4111C 'betWMn the Pr .. 14at -

llr. lfUU:1e. It ........... otore, "-"'"' \bet the Preo14ent baYI 

filUM .Allo lfhi te, wbo 110t onl;y hu the collf14nce ot the PrM14ent, 

but aloo hao \111 eollfldence of llr. 1'1llk1e, ooae "> 11aohlac&oo &o 

thoroucbl;r acquslnt hlaoelf w1 th thlo qu .. uoo 'b;r dhcuoo1111 1t w1 th 

tho llrl Ueh .Aabuol4or &114 S.crotarho Bull and l:noz. 'l'bo latter two 

woro 1notructl4 to prepare a otat•ont wblcb Ill'. lfhlto would talco to 

tbo Pru14ont at ~~ Park on llo114a;r or 'l'uoe4a:r, ..,, after ceUiiiC U.. 

Prooldlllt'o IIPProYal, lfhite woul.4 diocuu 1t 101\h Ill'. WllU:1e. lf 

l&l'•o•ollt h reaehe4, ., aU-t 10111 U..o 'be MOle to c•t leciolaUon oo 

tbo oubJoct after w pubUcaUoo of the Joiot otat-ot. llouro. lfall­

and Jacltoo" thoucht 1t poor politico to co,.ul.t I'11U:1e. Jia J'arlq 

tboujsj>t 1t ., ucell•"' U11111 to cc"nlt hla, 1t ... for \be 11'04 of 

lbe coun tr;y, an4 to hla -..t ... tor the coo" of the COWI\r;r, .... 11'04 

politico. 

llr. Bloclclq of eo-c• .pin broucbt up t he 1aportance of the 

laz •eaoure in OODIIICUO" with the productlOD of airpl-11• Be aa14 

that the airplarit ......racturero ...,. oo"tr1 liiiUIIC oppron•tal7 $100,000 
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to a !UAd, euppoaedly for edueaUon&l purpo1e1, but he had " auaptcton 

t~~t St. Di,ht be u sed tn connection wlth ~Y t~ pro~&m. At any rate , 

ht thouaht the del~ in t he tt\X meiU!ure wao al.oo c"udng a del~ In 

production of planeo . 

H• onld that Civil Aeronautics Authority had l S, OOO youths i n 

actual tr31ni"6 for work In t he Ai r Corpo and t hat t hey hAd 12, 000 

oddltlo•.U on PTOund train1 116· '!'hoy were e"l)loyinc a t the preoent Uu 

About 11100 trl\lnint; planes In 50') univeraitleo throU&~>ou t the count ry. 

'n~- Pr•Rtdent. asked hia how DN1:f !)eraone .aulct receive their pr-sli.D.tnary 

courtt i n 1941. Ee said t h&t about. 45 ,000 etutW• would r eceive the 

pretl=inary course and about 9 to 10 ,000 would r eceive t heir secondary 

~~UTRI · When t hose etudenta hnv~ r eceived their t eeondary course , 

prnctlcal.ly 811 of t hem will maka ullot• for the Ar~ and ~avy. 

He ot~ted there was a great need for about 3800 airport• I n t h i s 

country •h ieh will co • t about $5()0 , 000 , 000. The l\lrporto today are not 

a t all oult•d for t he heAvy ~.r.,y nnd llav:r o l anu and 1t 1o quite 

ianort~t that aoze consider~tlon be giYen to t hia ftatter . The President 

•.Ud t llt\t he hAd uked Co06re .. for all o' t he llOnoy tha t he Intended 

to ••k 'or thi• arss l oo. P~ ls wonderl n« t r the Civil AeronAutics 

Authorit¥ coul d not u1e s oce o! the w.pA aoney. ~r . Hinckley aaid t hat 

he could uwe ao~e of the 1PA fund• , but the ADOunt wae liclted. He 

tho•IIJI>t ColoMl Harrineton had •ome $}5 ,000 ,000 for thio purpo••· but 

thnt •n• quite Inadequate. 
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lll'PIO.U. DDDU UPDI)I2'01118 

!!! !!!z !!!!! 
JolT, 1939 • • 11911 • 6011 $ 10911 
.t.vpa\ . . 45 69 1111 

Sep\eo~r • • 116 62 101 

October • 52 6J 115 ..... ~. 50 6s 118 

Dt ... bor 511 71 U!5 

J&D11&1'7. 19ilo • 5S 711 132 

Fob""'17 57 72 129 

~rch •• 64 71 1112 

.t.pr11 • 62 97 159 

~Cal • 67 17 1511 

Juno 64 89 153 

ToW !heal Te&r 19i~Q: $ 66811 $ 89011 $ 1,55811 

total !1ocal Tear 1939: 1190 673 1,163 

Jul.r, 19ilo . . . . . . . 19 91 177 
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TREASURY DEPARTMENT 

...... Aa&ut 2, 19110 

10 CONFIDENTIAL - ll.r, Oochraa 

!be onlJ' tr......,Uou b. npltore4 o\orlliiC oft'oote4 todq 'b7 tbit oil< roporti.IIC 

-. .. ro p!ll'Oh&ooo of 1.30,000 for ouat..,..r ..,o....,.t, 

fl» 7e4onJ. !leo..-.. - ot low York otate4 tbitt 1.5,000 La ropotore4 otor1111C 

wtro plll'Obaood froa 1t \7 a IOOQooHporti.IIC \oU:, 

Ia tba opoa -t, o\or1111C vao firot quoted at 3·"-1/2. .Altbouch it aaae4 

ar1116 the IIOt'lll.IIC to 3.8&-1/2, it aboo!l,'llfttlT rooonre4, clooi.IIC at 3,11. n. 
roportlllc \aoD oDcuU4 or41ro t o ooll lo)6,ooo, of wblolllo31,000 wro for aoo:at 

o! 1o:r laoUm &114 1.-r llaoten 'ballll:a, 11114 1.5 ,000 tor o-roial OOII001'110, Often 

to purohaoo 1.49,000 wra aloo ol01CIIlte4, &114 of tbitoo, 1.35,000 wro tor .,_roi&l 

..... ,..... tba other 1.14, 000 bitiiiC \ncllt tor :~uop- \oU:O, 

!hi 41800UI1t tor tba Ca=·U•n 4oll.ar ooat:lDK to wl4a.. ara4 tl» clo•:lltc f(U\&Uoa 

12-1/Z/., ao ~t JOO\or4&71o ~ 

!he other currenoiee olo•l4 u tollowa 

h!.oof....., 
I.ira 
lleiohaMft 
ow.a.. pooo 
II&Xloaa peoo 

.2274 
· 0505 
.l!Oo5 
10-5/-- 41oo.,...t 
, 2011 \ 14, • 2036 ottore4 

!boro wro "" col4 t.-.aotl• • -te4 \7,.. t..U,. 

!be J'o4oreJ. lleoern 1aa1t ot low Yozlt roporto4 tbit followiiiC ohipMato ot 10141 

t2,361,000 troa Port"CCIIl, ohippo4 b7 tbit Baolo: of l'ortacal, to tbit 7o4or&l B.ooo .... JaM 

of lev t oll<, t o bit ~ for ito ... -t. . 1 
270,000 troa l!ac"...,, ohi:ppo4 1>7 t bit lh!oo Jak OorporaUoa, Loe4.oa, t o 1to low Y~ 

l oc-cTo for a&lo \o tho 11. 1 . Aoae;r Otfioo, 
2,631,000 fot&l 

!bo State ~t torwr4o4 \o ,.. a cal>lo otati.IIC that tbit followtac 1014 

11>1-u ,..ro .U. troa Jn&lu4 , all ot wbloh - tor a&lo to U.. 11. 1 • .__ OUicO 

at lev t ortc1 

$ 56,000 &hippo4 'b7 lhazpo M4 vtll<lu, l'ooll4oa, to tbit Ooatr&l BMonr - 11114 !rut 

~ 000 
o~. low Yoztt. 

• &hippa4 ..., ~-- llattloq, Lcuo4oa, to tha Oaaa41D- of 0--· low York. 

3 ,000 *1ppa4..., J.._ llatthq, Jooa4oa, to U.. 0- laU~ - · low Yad<. 

33.000 *1ppo4 )J lbaqlo 11114 wtlll:iu , Loadoa, to U.. Ohaoo laUoa&l - · low Yad<. 

$16a,ooo 'lotal 
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!ba Joll'bq col4 prio. ..... all&M~ hipar at the aq~Unlnt of $JJ, 72. 

&pot oUTer I.A Joabq ,..,. equlnJ.nt h 114. 561, oft 1/161, 

164 

In London, tile priooo fl:a:acl for o:pot a.D4 foNU'4 o11Tor nro both 11110~ at 
22-5/164 and 22--1/164 ro~oUn~. !be U, 8 . oquinJ.uto wro llo. 511 oa4 llo.o61. 

&11141 and llo.rMil1 o oottloaat prio. for f oroip oUnr vu ~at 3-.._J/1¥· 
fho froa1Ul'7 ' 1 pW'OMaO priCO for foreip ol1TOr ..... &laO vnnbenpd at 351, 

\'o ...,_. tov:r }JQJ'Chaooo of alber tot&liq 6oo,OOO 011110oo Vlldor tile 81lnr ~' 
Jet, Of thh •cnmt, 250, 000 OVIICOI roprooOiltocl a a&lo troa I.J>TatoJT, a.D4 the 
ruatzLl.Dc 350, 000 ow>e .. couhtod of MY proclJ>oU oa troa torolp COIIlltrioo, tor 
fonarcl doli TIJT • 

CONFIDENTIAL 
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Secretary of Stn tc , 

1'/nah.!.ngton . 

2523 , second, 

i'OR TRZASUIC' FUI 3U'l'""''::if''O:mi. 

PLAIN 

London 

Dated August 2 , 1940 

Rcc •d 2 p .m. 

l , 'ii th r=f'c rrnc t to thE f'1r3t ;:>nrngro;>h of "'Y 

No , 1832 of JunE 25, I c::n c~olirl(, t:1t t ext of thE An(;lo­

l' rnzili:m agr c:mcnt aignc<l July 30, o.up;;>lir d by the 

tri tJ.oh Treo.oul"'j which at:.tcs '1 thou(lh it r,1:.y not be 

verbally cxo.ct, ~s wc h:l.vc no't yet hc.<l n co,>y sent us as 

signEd: thesE nrE the operative ll.rticlcs and \'IE shall 

not know till thc mllil :-.rr1vcs 11btthtr there nrc sane .\tetds 

...nd t:.ile to o.d..< ; but thesE do not st".ttcr. " The British 

Trtcaury :llao :>sl<s th~t t hE t at b e tr.ntEd :>.s confidcntinl 

=inct it 1G bEtuEtn the two ccntrlll bllnk3 :md u111 not bE 

. l!bl1 aht.i . 

' 11 , All tr::.d t nnd ..:'1nllncicl pn:ym£nts bttuEEn Brnz1l 

:md the nterling n rcn ~hall bc contro.cttd in atErling, 

In the ceto£ of d cb tc due to Brazil n t ccao o. rily po.ynblt in 

milrcic , t • (l• dock du!c , ahip,>ill{l cxpcnoco etc , , trom 

pcroons rcaidEnt 1n the at t rl1ng arcn, m1lrt13 1no.y bE 

purch:l.ctd f~n thE B~ 0~ ~rnzil by sterling nrEn dEbtors 

ng;-.1nat credi t or atcrlin3 to n 9 r ll z1l1o.n apecilll ll.Ccount . 

"'2. 
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- 2- ;2528, AuJUat 2, from Lonaon. 

10 2 , Tht Brulk of B1•az1l nhL\11 quotc ratEo for stErling 

bt~ocu upon thE corrEaponding rntto for •lo~.l.:!ru fixtd ";J-1 tht 

Brndlio.n o.uthor1t1Eo o.nd thE ofrici::.l •n1cldlE pricE for c old 

1D London nhich c. t 168/6 per fine ouncE 1o EquivalEnt to 

~4 .02-1/2 cr~o .pounCs 1 , 

103 , t.ll otErling :;oa:ymcnto to 3razil fran pEroona 

rto1dtnt in thE ctErling paymcntc to ~rc.z11 from p Ersona 

rcoident in thE otErlins arEc. ohnll ~t mndt to the cpEcinl 

c.ccount of thE :?c.nl< of Brnzil r.t th~ rUll: <'f En,_.U:md or to 

optci:~l accountc of tht B:lnl< of ;:;razil wi tl1 thr.!.r 

corrc~):on<lEnto in thE UnitEd lt1r.n<.:om rteiotcrrd "t tht Bank 

of En~-~d, or to opEci:~l accountc of other b~~~ opErcting 

1n 3r c.z1l nb~ch ~ny, cubjcot to tht p1~or OGrtoncnt of thE 

B~~ of Brc~11 ~~d of thE ~onk or En$1~~d, bE openEd n ith 

their ~1tcd KL~~oo corrcopondtnto c.~tcr rcgistrc.tion nt 

thc <!-n!t oi Eng:._ , nd , SUll:l ct:mding to th~ cr;;d~.t of c. 

Br:a111o.n opecicl oecount =Y bt frce:ty t :-cnofEr!•Ed .. :rom one 

Erczilicn opEeicl c.ecount to cno.bhcr but mC".y no .: bE 

trc.nofcrrcd to a non- residEnt a ccount cxocpt to c Draz111o.n 

atErl in{S o.rcc. aecou.,t . A non-rr. oidcnt c.ccount mtano thE 

accour.t or rny ;>Eraon rEoidcnt outs1clE the stErling c.rca. 

10 4 . StErling c.ccruin~ to llr cz111:-.n 3pEc1::.1 .:tccounts 

ohc.ll be uacd to1• thE p.:tymtnt of carncrcl.:ll and fin::mcicl 

otrv1cco 1n otcrling uuc rroo Br::.z11 to the otcrling ::.rc::. 

:lUCh 

• 
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- 3- ;12528 , Au_,..,.ot 2 , fran LonC:On. 

such co - (c ) pc~cnto throuGh the uoucl ocrvicc bcnkcro in 

rcopect or fedtrcl , ot:'.tE ::md municipc.l debt . (ll) OthEr 

o terllnc; requircnrn to or the Broz1l1:m OovetnmE•l t . (c) 

Intereot ~nd dividendo end other rcnitt~cco on othEr 

ottrlina ::;rtc inv:::~ tmcnto in Dnlzil . (d) Ship,>inc frcighto 
, 

O'ld ltlO\trcncE . {c) SterlinG or ta exporto to Brezil. (f) 

Purchcoto in the oarkc t or directly of fedtrcl , ototc ~ 

:nmici p:.l bonllo of thE public debt of Brn~il ioouEd 1n 

Grect Br1 to1n and of iot:uec or Br1t1:~h otmed undcrt<>kint;s 

in Br.nzil !IUbjEc t to careoncnt bttl7tEn Braz111o.n Govcrmrnt 

and undcrtn.l<in:;t: concErned. (g) .'J.l other ;:>aymrnta by 

Brazil to o te rl1ng crec. . 

"5. ThE !lr azil i o.n author1 tieo ohall t~cc all !JOooibl e 

ctt,)O , 1n coop eration t7i th thE 11111 ted Kinz<!om cxchancc 

control , to cnourc that ~.11 paymcnto :.ntl rtm1tt=cco to 

the otcrl1ng orca will be made fl'Q:t :-. Brazilian apeei:.l 

aceotmt and not othc!'\rloc . 

"S. The bclc.ncc of tile ~ cci::l c.ecotmt of the B:mlt of 

oro~il at the J=l: of E~c.:td oholl corry c. sucr..ntEE baaed 

on the o;fici::;l midcllc :>rice of t;Olc! i n London (at pr<oEnt 

lGBS. GD. per fine ounce) . Should any a lteration in the 

ot'fici:.l p rice or [:Old 1n London occur the aterling b:\lo.ncc 

on thio opcci~.l ~.ccount chc.ll be revc lued accord1n3Ly. 

"7. No tw1ths t:.nding the forego ina provioio:1s of thill 

cgrcrumt, 
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ogrctnttnt , the Bank of England mny nuthorizt the opening 

or mc.intcnwtct of c.ccount:11. with be~nlca \h the Unit td K1n{ldom, 

to bt dtnomirul ttd 1Brazili:lll ottrling .l••ea c.ccount~ •, in the 

ntwlt or persona r~~idcnt in Brcdl but htlvina clooc 

connections ..,~ th any territory in the ottrlinc art"• to which 

credito rcprc~cnt1ns income ar1o1n~ 1n the otcrlinc c.rcc. 

I'IOuld be: ptn..d tttd, T:ro.nsftr~ from Ol)CC:lc.l .!CCOUI'I ~ to 

Brc.ziliru> otcrling orca o.ccounto r.tc.y be pcnnittcd. S\11\a 

ct::mdinG to tht. credit of thcoc account , =Y be uac:d only 

(a) for p~.ymcnts to pcraona r : oidcnt i n -chc otcrH .JlG c.rcc. , 

other thr.n pc.::Jlllcnto in rtapcct of goode c=-portcd trou. the 

a tcrlin.:; nrc:~ to Brc.zil or rrnitt:~ncco of financial acrvicts; 

o.nu (b) p~ymtnto to :~ Brc. z111c.n apc:cic.l c.cco~t . They nc.y 

not be .'c.id to c.ny othEr non-rcoi dmt c.ocount (e~s dt!'1n1td 

118 . Upo, tbc oq:>iry of this c.grt E:.Itnt - (o.) thE guttro.ntec 

provided fo r ill clause 6 ahc.ll continue to 09,17 -co tht bc.lc.ncc 

htlu on thc aytcial ttcco=t or the lk.nlc of arozil .., t the 

Ba.nk ot Enclc.nd, 

(b) Bc.l:tncco r£IIlc.1n1ng on Br:tzilio.n opecic.l accounts 

sh·.n be utilized for th t pur:>ooto l a id doTIIl in clc.usc 4 . 

"9, 1ht sterling area cmpristo th£ United Kined""' • 

any other pe~rt of His MajESty' a Dan:i.n1ons (except Canada, 

lhuroundlc.nd c.nd Hong Kong), c.ny territory in rtspcct of nh1ch 

• 
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o. mo.ndnt~ on btho.lf of the Ltn(lUt ot Nr: tions has bEEn 

o.cctptGd by His Hnjtsty c.nd is bring E ;,:l'cisEd by ru.s 

Majesty' s Government in the UnitEd Kingdam or any 

tloninion, :my British ,>rotcctor::.tc or !)rotcctcd stntc , 

Emt, thE .'. :.31-o-:::~ti:m Sucbn ond Ir=lq . 

010. ~& ~rtcccnt shall tootc effect immedio.ttly 

c.nd shall re;,c.in L'l forct until 30th Sep tm"ler 1941 . It 

neither the .;nn~c of Bro.~il nor the D:m:t ot Cnt;l:cd sho.ll 

170 

h:.VE a~ 'lEn n~tice to t !lE OthEr ai;c mon ;)ls btfor~ the o.bove­

T.Itntion~d do.tc of their int~n'-ion to tcn:li11::.tc t:.;; o.grcm<n·~'C'II 

it OhC\:!.1 rcuo.in in force until ttl~ cxpiro. tion of 

six eol"tho :".ttcr th~ tlo.~E on l'lhich tither tlu r;:um ot Br<'.zil 

or the B:-.nk of Englo.nd oh:".ll h."'. vc (liVell to tht other notice 

or tu·,i.n!! tion. " 

2. 'lht Bri;i:il Trtasury 19 eoL'l!; a hc::>.d uith its 

nttl'lorlt ot :>O.!'Otnts :~.srtcotnta . As prt:vioucly r~po••ttd , o. 

j)'lymcnto n&rtmcnt ho.o bEEn u::.dc 1'11 th :!un(Jilcy c.nd the 

ogrt1:-1en ts with S17Edtn o.11d Ru:tc.nia rcn::.in , for whnt they no.y 

be 1'/orth. A8rtmmt has })£en rco.chtd rli th l'ortug::.l o.ml the 

nccho.n i cn put into c:ffcct but tht PortU(lUtoe hc.vc bEEn 

unt:1ll1ng to sign c. d tfini tiv£ orrtmgc.1 ent wttil o.ftcr the 

l)rocedur£ h.."'.s operated cxptr:l.::ltnto.lly for o. while, 'l'ht 

British Trt::>.sury states 1n confidencE it intends to cpp=onch 

the Sp::.nioh nbout po.pmts :for articles outsidE of the 

clcc.rin(; 
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clta 1•ing . o.nd c.lso to h~.ve furthEr diGcusciono with the 

Turks in this connection but Anglo- 'l'uric loh neg:>tiationa nrc 

rcc.lly c. perpetuc.l :t>e>ttcr . 

Agrecocnt h"-!1 beEn reached wi tb Urusua.y but; not yet / 

siGned, An "-bre~ent w1th Chile i o under active disc~ooion . 

Ne30ti ationo hc.ve started wi til Bolivia a.nd :::. counter dr:::.ft 

to tbe vcnezuel= propoanlo or oonc ti!"\e ceo i c. bti~ 

prepared. A Britiob rtpreoento.tive pl o.no to arrive in ?eru 

on the 14th for diocus~iono there . 

There have bEEn d eoultory convcroationo r1it:1 Jc.pc.n 

which v:oulC:: like a gold oettlEr.atnt wnl<ly. 'llur ia 

uno.cctr. table to the Bri ti:Jb who howEvc r cannot GEE h0\7 

1t would benefit J apc.n to c.grec t o a po."Y)'ItntJ c rro.tl{:lment 

!lbil~:- to thooc i>cit:g :.1ad£ \71th other countrieo. '!hE 

Britten Trec.ourJ feelc th~t sooner or lo.tcr it rrill ~ve 

to put up tbe qcrotion of 1:hctht r c. unilcter :tl. ~le:>ring is 

to be i ' lllOced on Jc.y:n ou t ho.!l no t yet o.pproc.ch td thE 

ForEiGn Office about thio hypothcticc.l contL,gEncy. I 
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J'IIQil fl'M&r7 ··~ Wl-1-
......... . Ala. 

fbapt ,....., ~\ 1 o1ooo4 qulo\ a\ }-55/611 

for oaob oe4 ~' for eiorllAc ')-}1/)2 for oaob ')-15/16 

for ~\ for ll. 1, 4oU..Z,•· Ool4 WI olooo4 a\ 5lto5 oe4 

wl w1> a\ 41oooaa\ of II. 7of.· 

nolllLIOI 
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ro4oral l!tiOel"n llult 

of llow Torlt 

IIOOIUO QAII, .. tH 

fo4oral l!oaorn llult of llow Tot!t 

llew Tot!t 

llo. S2 

l!eterrillc to 0\/oJ' lot hr at Narch 111 

(1) l:tfeoUn on Aucut 1 .&u.atrallan roh•nc• ooatrol b&o 

'boon o4,juoh4 to contont paor~ wUh thot at Onlto4 11D&4• 

(2) lllporh aro """ roquiro4 to 'bo paid for ao followo 

(a) !o tho 11alto4 Statoo u4 tarrUorloo (uo• 
-loan ._oa) lhr1hG'la4 &1111. lwed.ea lD Dollaro 
Moo lruco u4 lwed.loh Xroaa reope cUnlr or lD 
reclohre4 lhrllnc UD<l.er letter at cre41t or 
othorwhe 

('b) !o other ooWitrloo with 'llhlcb Onlto4 I1D&4.,. ho•• 
lle4o opeclal ac""""t arra:ac••to 1D off1olal 
ohrllnc Wider lottor of cro41\ or ctborwloo 

(}) other traaMCUoao follow cloool.7 tho l.Uo of Onlto4 

I1JIC4 .. Coatrol 

(II) Yo o11a11 'bo pleaoe4 to aa'blo •ro 4ota1lo 1f 70'Il vi• 
h.ll 1DforaaUoa '"" fcrwar4 '117 aail. 

Gonraor 
OoaOJNO&l tb :a.at of Autral1a. 
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RES'l'RI!m:I) 

w.z.o., u.D. 
Tentative Le~eons 

Bulletin No. 28 
AIIB\IJit 2, 1940. 

7be intonaation contained in t.his eertee 
at Bulletins l1ill be restricted to i tau 
f'rol:l offieiel sources nhieh are reuonabJ.7 
COntinoed. 'l'ha lessons 11eees~ are 
tentative and in 110 sense -~ •~eo 

1. Pioneer Troopa . 

a . Dutiea. 

Pioneer t l:'oops constitute the apecial units nhieh 
have served aa spearheads for all auceesstuJ. Cor:>t1D attacks upoo 
IOOC!ern perJ:>11Dent fortifications during recent hoatWtiea in Europe . 
7beae unite are reneralJ¥ referred to aa assault detaehcenta. 

Pioneers ere priJ:nrU;y charged 171 th the duty ot 
!:'OC:Ucing strongly fortif1ed areas, e:plaee~:~emt tv Ollplaee,..nt. In 
OJ)erationo other than those apinat pe....,.,nt fort1tieat1ona, thq 
haYe been uaod for eapturt,g aZld cleuing l:arrieades, tor """"'"" 
•oatnc resistance in toons and villeeea, tor slowing down anerv 
=ove..,to, clearing the na,y tor the advance ot 17beelod and toot 
ll~~~e~~te, and providing for the protection ot tl&nlca, repe, &lld the 
ru.r thrc!Jih efficient u..e of dsmolitione and obeteclea. 

b. Personnel and Organization. 

Cocposit ion of the assault detachment is not 
rigidJ,y fixed; rather, 1t vari es according to the nature or the 
fort1t1eat 1one to be redlleed. ! te nueleua ia an engineer unit, etten 
• coml'G1\Y, 11bose routine and traditi onal dutioa have been taken over 
br speoieJ. lobcr and tecbniaoJ. groupe. Such groupe aaawoe reaponai­
bUity tor lllllp l:'eproductian, rear c~eat1ona, and other engi­
lleoring t\lnctione in order U>at the pioneers -.y be lett tree for 00

tiv1ties •hich are atriotl,y caabe.tant in nature . other eleaenta, 
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I1ICb u intantr)', antit.Dk, and anti.ain:r&tt wdu, are jol.Ded 
vi th the a..,U.aara to J'OUIId out the datecbMDt, !be aanior officer, 
otten an aDC1Dear officer, ia in c_...,, 

Orpnisation 1a turther diacu .. ecl in PIU'ICJ"'pb 2, b, (l) 
or this leaaon, 

Pioneer troope pneral]J" haft o.w.l.l.able the 
tollowini equi-s-nt: 

(l) For protection ot PJ"2!!Ml& Oea ...u, 
protectiftolot.hinc or pueep thrcucb tire, 

(2) ~~~;;~~~~~~~~: ~.~ . 
(.3) For cutt1n& puaesee throw!h viN: Bangalore 

torpedoes, wire cutura. 

(4) For oc•11ng walla& Lcddere, both r1c1d and 
ceble , 

(5) For croeeing nator bo.rtiare: Collapsible and 
inflatable rubber boo.te, eecb carey1ng about 
l2 men. 

!84 

(6) For bllnd1pg one!l)l' obo.amtion: Smoke oandlea, 
111110l:e grenades , 

(7) For ettect againat &r!Or plate: Fl.alle t.broorera 
tbera1 to grenades. 

llote: Tbe tlue t.brouer now in uaa ia eeid to 
baV8 a range ot ~ JVC1a and a jet ot bae.t 
IIUt'ticient to •lt 3//rdNJh o.noor plate at 
thet range , It can bo. carried b7 one...,. 
Uter uae, the tlue t.broorar .,.t bo. retun>ed 
to the factoiT tor recllarlinl• 

(~) ?or placl.p& cl!ari!S• LoDC poles equipped tor 
tbis purpose, 

(9) For demoll•h&n' •~•• Iasue exploaivea, 
includina 6, lb, equipped tritb a band­
grenade tJpe ot detonetiiiC oap. 

-2 -
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d , Hiatorioal Nota , 

In llaroh, 1915, two Geraan engineer compan1ea and 
a eaall detail of field artillery were llllitod nea.r Colop to tore 
!!hat baa since boon called the original assault detachllont, '";hUe 
the detachment """ allooat entirely wiped out in auboeqwmt action, 
U>e conception of assault tactics which it d89elopod ne COD.IIidared 

eound, A t .... 100ntha later C&ptain Rohr 1 an infantry officer 1 

Adopted for his Rohr Stan Battalions the principle of emplQ71na: 
engineer troops , w1 til their apeoiolized kn01'1ledga and equipment, for 
aoaault purposes, Graat succeaeas resulted in further adoption of 
the principle within tho Germo.n Al'IIIY, in continued omph&sls upon i t 
attar the war, and in extansivo study of it in tho Enginoet- Train1J1g 
School at Dessair-Rosalau, It was during tho Polish campaign that 
tho Germans first Wled diraot anti tanJc and antioiraratt firs in 
support of assault operations, The recent and important contribution 
of the engineers , or pioneers, in the reduction of pel"IIIIU1ant forti­
ticeti<lll8 in the n at will bo shown in this laaaon, 

2. Technig\lll !cplo;rod in Assault Operations, 

18.5 

· Oboervation and study of attscka upon permanent 
tortiticstions in Poland, Holland, Belgium, and France indicate that 
the typical assault opero.tion aoay bo divided into six phases: 
!Uiconnaisssnce, Preparation, Long Range Bombllrc!mtlnt, Approach, Assault, 
o.nd Oocupation, 

a . Reconnaissance Phase. 

The ares to bo a ttacked 1a tboJ'OUi)>ly reconnoitered 
tor Worcation regarding t oatures of terrain; location or bunkers, 
strong points, and installations PTOte.cti-... obJeotivoe, t ype ot 
ueapons to bo encountered and dead angles of those weapons , Such 
information is obtained from ~erial and graUild photographs and 
oboervation, ""'P"• roconnaiaounce in force, and reports of intelligence 
agents, 

The speed and precision nith which tho Germans 
attaekod and captured the Belgian fort at Eben Emael and Fort 505 ot 
the Naginot Line suggests that, through reconnaiaaance, they had 
obtained mch, 1f not all, ot the following informtions 

(1) Eben El:laal: The walla or the fort were all:lost 
vertical and about 40 •tara hiil>• The King Albert Canal providod a 
water borrier 500 •tare 11ide sroUild two al.dos, O....rboad cover con­
aiotod of 2 ... tere or reintnrced concrete and S Mtera of earth, The 
tort was gas-proot • ~ ita weapons vere JS pieces of artillery 
and 20 double machine guns, Which provided ~ defense, Every 
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aperture, every sentry poeition, avery ~ or defenae, aDd every 

topographic feature in and about the tort """ known to tho Gel'IIII!.D8, 

(2) Port 5051 The fort waa loet1ted about 3/4 
of the diatance up the forovd slope of a hill. It ec>IIJ)riaed wo 
an:ored aoctiona, or coo.bat bloc:lal, and one eaao-.te, all or 1lb1ch 

nre =ected with one another and 11ith other forts b7 UDdGrpmd 
pallll&gea . There nere four IU'IIIOred turrete, one of vhioh could be 
elevsted and lO'Ifered. The fort us armed with artillery up to the 

caliber of 10? mm, and nitb machine guna . It was protected b7 
outpoet poeitiona - conoreta dueouta and bunkere - located 1000 ... tara 

in trent. 

b. P- of Preparation. 

The composition of tbe assault detachllent, the 

material and equipment to be used, and the trainl.ng neceaaary tor the 

troope are determined only after a cara!ul stl¥11 of intormation 
obtained tbro"ib reconnaiaaance. .!!< ~ il!lpoasible _!:2. ~ ~ llllCb 

~!!!?h!!"ia YE2!l the neceaaitr of ~ thoroue!> prepar4tion !!!!!. ~ 
velopil!g a plan prov1d1ng for etrective coordination .2!.!!! eleloent.a 

perticiJ!!UM• 

(l) CompoBition of Attacld.ng Force. 

Genornl organization and pioneer unite has 

been diaCU8aed in Paras;raph l . b. of thia lenson. 'i'ho following 

specitic -ples shoul.cl be DOted: 

(a) Eben Emael: The &.!sault ..,.. mde b7 a 

pioneer battalion supported by an intantry battalion, light tonka, 

antitank units , antiaircraft artillery, air detachmenta, and e 
peracbute intantry coiDJ)O.DY of about 100 men. 

(b) Fort 5051 The attacking force ,., 

cocposed of a cocpen;y of picr>eers supported by an intantry battalion• 
aedilllO and heavy field artillery, antitank units, antiaircreft artille17 

end air detachments . 

(2) Choice of EQui!l!!!!!nt and Materiel. 

ICnOI'Iledge of terrain and obeteolea is important 

tor proper selection or -pona and equip:oent for pioneer trcope. 
These have been <leacribed in Paragraph l . o. of tbl.a leaaob. 

lolortars and high velocity, tle t tro.j eo tory weapona are used 
by sup!'Qrting artillery and intantry. Pbot.ogrspba indicate that :n:m. 
nnd 7Sa. guna are employed at very short range . In e.<l<l1t1on, a promi-
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nent c.nu ..-.1 natt offtoR Npoi'U tile ~t of a lllell 
which llreeb 'l1p D'fi&Ct.i at ldc -.J.a ftlooi1;y0 1'lb1le tile I toW= 
uon ot tile eMU a~. it.l ett.ot a aid tr d.,..s...,.. 
a apeGiallT oout.nate4 po!at Ul4 a 4alq faa ftlllleriAI b1p ..m 
,..1oo1v ,_-.aq. 

(3) ,.,.,.,, at ""*" lprM. 

tn.l tile DUll..,. aa..,oeit.t... ~ tile f­
baa been clet.lno1red Ul4 tile oboioe ~ Jl!l'os- &ClQi~t Ul4 aterial 
baa been lll.cle, the troos- tr be 118ed aile 11"*" oarctul praot1oc apa 
terrain approxiat.I}T u ol.oealT lla poaaible. tllet ~ tile area tr be 
attacke4. llape Ul4 eoale 80clela an etudied, Die ao*l •w.iDI a 
...-....cS et.lp tor .Wp, wi~ part1oalar .tnN apa ooontiD&t.t... ~ 
all .~. For naaple1 

Oe PIN! of !oos Repe ltrtr"'"rtz• 

'1ll1e pllaae be&1D& vi~ the eetahl••• t ~ 

looel air wperioriti)'o Die boabardMDt a t.beo etteoted tor air r..­
&lld loaa ....,. art.Ul..,-, 11b1oh, - • period ot eneral _.., ba.b 
&lid ohell tile entire area tr be a tt.aokecS. AotirltT a d1reoted 
~ &t stroDe point.~ &Dd defeDdiDI arl.illC7o 1bler OCiftZ' of 
th1e tire, roada 1lb14b .s,bt be 118ed tor -• attaolt an bl.roke', 
1l'h1le ~ troos-. lJ&bt &Dd ...u.ua art.illC7' &Dti tank &Dd a.nti.­
air<::ratt I'D» &ft .....SliP wi~ l'Uip of tbe obJeotifto 

lD tile opera tiaae at li*Ro 110 art.illC7 
preparation aa Mde b1111._ pb;t'aioal aooditiaae c!1d 110t parmt tile 
fol"IIIU'd .,,_t ot ~ tara Ul4 art.UlC7 witbollt ~ ot 
t.be ....rtua ot the drift. IDetead, the ana tr be att.aokecS _. 
IUbJeoted tr a 2~ 41ft ~t, 11bioh _. etfeotift bqoa4 

art.1ll..,- ........ !hH -bl84 taUa tr - tile .. tire tartUW 
..... 1D - board Ul4 w • dnut&UIIc attcet upclll tile r.nw ot 
detlbdiDc troope. 

_, _ 
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d . APProach Pbe.ae . 

Lisht aDd medium ertillory so int o action, aeek1ng 
especially to l'egister hits at vulnerable po1nto, such as loop holes, 
vision oloto, cloor hinges, eupoles, turroto, aDd vent1lat1ng s:ysta""' • 
Tho bombardment includes both hish angle and tlat tr11jeotory fire. 
High velocity erti.llery, antiaircraft and antitank guns are brought 
up u far aa possible for the purpose of direct fire upon too 
rort11'1cat1one . The e1'1'eoto of thio close ro.ngo bombordment are as 
toll.ol'ta: 

(l) 
(2) 

(3) 
(4) 

(5) 

Camoutlege is d1al.odaed. 
ll1na fields aDd obetacles about eJOplec.-,ts 
are broken up. 
So::lo de!alld1ng vaapone are "ilenced. 
Cratare to be used u cover for advnnc1ng pioneer 
troope are toned. 
8%-eal<s aDd cracka in concrete are e!fectoc!. 
They fac111tata tha use of explosive chorgos 1n 
a later phase . 

Under cover of this tire, aa well aa under the 
protection of rifle 8llcl machine gun fire by tho infantry, the assault 
detachment moves as fer fornard as possible , tak1ng advantage of 
craters and dead spaces created IV the bombo.rclment. llangolore 
torpedoes and other distributed chargos are used for clear1ng a peth 
through bo.rbed wire entanglements . 

'"llore uater bo.rriera exist, pioneers and intantryw 
""" are brought across in collapsible rubber boata, which can be 
launched, loaded, paddled, and unloaded 11ith graat speed. Aa soon as 
poasiblo, tho hridge tre.iD coces forward, aDd eng1noora begin the 
constn~etion of a llgbt pontoon hridge for use by tanka and other 
support1ng IIlli to . 

Certain instaneos aDd oxceptiona should be noted: 

(1) Eben Elllael: Bol.g1An and Cermn reports differ 
aa to the manner in 11bl.ch tbe pioneers creased tho Albert Cana.l. The 
former aq that the Belgian soldier tthoae duty it ma to destroy two 
hridgea over the C4nel "as killed before he could perform h1a task 
and that the troope marched across . The German accounts say the 
p1cncera oroaaed in collapsible boata . HOI'rovor, since they admit that 
thoro uoro t<lnks and vehicles wlli t1ng on tho fo.r bank to assist them 
1n tho o.dvanco tooarcls tbe fort, they imply the hridgea uere used to 
acme degree in the operation. 

{2) Fort 5051 'l'he close rango bombardment""" 
particularly succesatul 1n this attack. liMy hits on apertures 
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were recistered . Coi>Cl"ete bunkers and field positions in f'ront or 
tho tort were neutralized by direet tire evan before the approach 
ot the pioneers , 

e . Assault PhAse. 

!89 

ffuen,under oover of close range bombardment, the 
aeoault detachment has reached a position close enough to ruah the 
firat emplace..,nt to be attacked, the detachment eollllllllDder orders a 
roel<et sisnal for the ceeaation of artUlery, antiaircraft and anti tanlc 
tire, This fire is shitted to the next empleeemant to be auaulted, 

'!'he assault detechllent now oloaes in on the .,._ 
plaoeC~eDt, tald.ng advantage ot "eapons particularl.T suited to the 
accoaplisl•mt of i te llissian, S1110ke oandlaa and llliiOke grenedes 
are uaed to blind e~ obeervatian, Flue throwers and tbentite 
cren&dea produce effect upon llriiiOl" plate and belp to blind bunker 
porta, llaDd grenades and exploai ve charges are placed in arJ:f avail­
able opaninge1 inel\ld.in;! the weak pointe devel.eped by direct tire 
upon the concrete face, and a speciel effort i .s Dllde to place 
explosives inside the bul>ker, Charge-plaoin& poles are used to great 
advantage throughout this j:base of tha aaallult, Explosive chargee 
CllD be built up in sections to obtain tremondaa. diaruptin& effect&, 

In conjunction nith frontal aoaaulte at t=portant 
points, parachute troops have boon landed, upan several occasions, 
behind tortiried zones for the purpose or attackin& bunkere troo the 
rear, '!'heir effort has been supported generall,y by the flre power of 
arl.ation, but there is no evidence to indicate that aviation hao bean 
used tar bombardment of bul>kers in direct support of frontal attacks , 

'!'he fol.loving variations ot aasault technique should 

be DOted: 

(l) Eben EZBel: Parachutiata took up poaitiona on 
tbe fort aide of the .Ubert cane1 before the piOMore crossed the 
water barrier, an4 one Gen:lan report 881'1 that they held these poa1 tiona 
tor 24 hours before they were joined by the pioneere, In addition, 
surpriae landJngs were Dllde by perachutista and troops in gliders, 
eithor on top of the fortification or witbin ita walls , apperentl.T 
durin& the assault phase. All troope eo le.ndcd weN proh&b:cy provided 
with ra... throwers and other pioneer oquipa~aDt. Report& dirfer as 
to whether overhead cover w.a provided 'for the entire fort, A London 
official source indicates that it waa JIOt, and thet an air photograph 
made o.f'ter tha capture showed the ground area w1 thin the 'lllll.la pitted 
vith bomb craters , '!'he photograph alae showed six parachutes ani teo 
gliders inside the fort, The gliders were larp; they carried from 
10 to 20 men saeh, Appnrentl.T the7 were towed up to a certain height 
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by ponr-clriven aircr&tt and then releued. 

(2) fort 5o:ia The <leatruction or ita ventilatl..nc 
eyaum waa a largo factor in putt l..nc thia tort out or action. It 
was aocompllahed through U beral uee or hlllh oxploa1ve cbarp a. 
During tho aeeault phase, the French attampta<l a tank counter attack 
troll tho tlanlc, but thle etrort wae rendered tru1tleaa by German 
intantry,light !dt tenlca, and ant1a1ror&tt unite , ll'hioh had been 
care~ prepared and rehearsed in anticipation or auoh an attaclc. 
All German unite were subjected to hH"7 artillery and •chine gun 
tire trom nearby torte tbrougbout the operet1ona ap.inat Fort so:;. 

r . fba!e or Occupation. 

IDtantry and ... ohal11&ed un1 ta actfaJloe, occupy 
poeit1ona reduced by the aaoault detaclment, and baaiz> oxplo1tet1oo 
o.t the break through. '!be attaclc towarda the interior 1a llllde wiU. 
all poeaible dispatch in order that dotoneea in the rear ~ be 
taken by aurpriae. 

At ~ the rapid advance or meohal11&ed, CIOtoriaed1 

and l1no infantry <livisiona wna protected by intensive air support, 
and exoollont coordination of air and ground forces was a aajor 
factor in the German success. The breeJc,..through waa faeUitated 
by the fact that the .1.111es hed inadequate airpcmer t a sbortap of 
antiaircraft artillery, and ineffective lll'IIIOl'-p1er01J18 amunit1on. 

3. Conolueione. 

The foregol..nc •UCJMrY or etepe in German atteclce 
upon CIOdem permenent fort1t1eat1ona 11, in itaelt, expJ.anetory or 
the aueeeaa achieved. Perllape the two liOSt important elements in 
tbie aucceaa are t 

• • Organization and uee of enaiz>eers as pioneers, 
described above. 

b. Complete coordination or all e1egenta involved, in 
aeeordellce trl. th a care~ deteUed and rehearsed 
plan based upon painateldng reconnaieaanoe • 

.. 
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I aa att.ooh'nc a digorl ot dec.LaJ..a ...n...t 1!Jr 
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D.:.CISIO!lS .l .. Nlt."1E!l BY TilE: BOARD Cl' TAX APPEAlS 
:CC..:J:V:;D Dtall;G I"IESK lol!DI!I:i AOOUST 1, 19LO 

)2«91, 92900) Ooorge H. Vlhitel ey, Jr. , 1.2 D.T. A. llo. 61 (Income Tax} Opinion 
l>J , ,.. ~ionoy . 

~suo 1: ':Ins (<lti tionor in substance tho a rontor of n trust created which 
vr~• in !om created by his vti!e, where the corpus thereof waa o-:.ned by 
hi!:! prior t o tho creation of tho trust? 

·:es - decided in favor of the Gove,.nt; consequent)¥ pet itiooer is taxable 
on t ho income un!or Sec . 166 because a.s dteJ.enated beneficiary of trust 
he was (a) entitled to all of the net inc01111 of t he trust; (b) oould , 
with tho consont of nominal sett ler (wile ) ro~uire truotee to di.atributo 
to hio a<:IOW\ts of principal for his l!laintonanco , oupport, enJo1""nt, etc; 
(c ) could vote an:! oxc~>an,oe tho stock; (d ) exercise r-er of appointoont 
on t ho corpus by rlll; (e) sc.U, oxcl'lal'6'), etc. property of trust.. Also 
t.1Xablo under Sec . 167 on incOCIO used t o pa,y insuronco on his lite .. 

"'""' 2 : I s pe t itioner taxable on inc0011 or irrevocable trusts created for 
bcnofit of his child:ren, tho truato providi.ns t hat income thereof waa to 
be distributed to donor to be uood aolel,y for children ' • mintenonco , 
ourport 1 educ<Ltion and enjoyment an:! if not ao uaod to be invested but 
•h•rin~ t o.XAblo year income vras not distributed but hecnmo P<Lrt of 
corpuo? 

Yes - docidod in f avor of the Govemment . It trust incC>lo¥l m:cy in dis­
creUon of e rantor be distri buted to him, i t is t axable t o hio >mother 
distributed or not. Sec . 167(<L)(2) . l!onry A. Loeb, 40 B. T • .l . 517. 
!'Oo reotr iction ( that it should be used only for oduca Uon, mintom:>co, 
otc. ) onh 1line only what would ceuse erantor'o t.x.obility umer Dou•las 
v. 'illC'l~ • • 296 u. s . 1, does net prevent awlic~tion of rule_ i n :.oeb 
e "'· . .lao, s ince ine(lr:!le could be spent tor "onjoj'08nt." of mnors, 
•• 1c Ill I>Ot lo -al oi>ligation of rather, no ditroroncc fro:> a :::<>ro 
·~stribut.ion to c r3ntor. 

IJiounts : •. ombcrs J.:urdock o.n:l :.ellott. 
,looer.ts : ...r. Leech (!.!ernllers Smit h, V!LII FossM ( Tyson a,::ree) - ~rave 

doubt oc to correctness of majority decision on !!.nit issue • 

;oncluoion on 5 ocon:l issue inconsistent with ot her Coard deeisiona • 
••·.u>tor i~ t axable only on income uctu.Ul¥ rocoiVGd an:! used to discharee 
his lOJAl obli~o.tions . Fo.ct t hat discretion to distribute inc~ vested 
in crantor ~rl'l not in t rustee un.importMt. ~ cnso inapplic:>ble , !!e re 
~;so of inco::l<l vrao restricted to t ho.t of nootine grantor's legAl obligation 
c..:u since it was not received or used i t is no~ t al<'lble t o hiJ:l. 
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... .r.r ... .J.bn ...asteroon, 42 B. T. A. r o . 62. (Oi!t Tax) ~inion by:::-. Turner • 

• o: .1.ore husb3lld ani vri!e, onning cOCJr.unity f l'Opurty, executed a joint 
~ll :.nJ covenant pro•tid1n(: thnt t ho aurvivor should receive a lifo 

!.nLot-oat in tho entire coor.runity estate with reminders e>ver to their 
ol..~ c'tUdron, .nd o.J'tor husband ' s <loc.th, petitioner (wi!o) executed an 
ir.• t t"ll.nont e>f transfer releasing te> hor childron all or hor interest in 
O!lc- holf e>r tho e>riginnl c0l1J:1UI\ity cote. to , "hat proporty right of wi!e 

1, :.4 rol uood - 1~1nt constituted the subject nntter e>r (l'irt.s to the 
cll!.ld ron? 

.eel :od II• hvor of the :laverruoent . ,\ tllll lito interest in one- ha.lf of 
t..o or i_;i.nal cooJUnity e state • 

..o;.rl rej ected petitioner'• contention t..u t UJlOO her husband 's death 
.n! ),or llCceptC.!\CO of ~fits under the will, OhO was diveoted or .>11 
:i ,,to ir. vd to her one-half interes t in the coa:t.lnl.ty estate except 
t.:.o, o .• rovidod for ir. joint 11ill :ux1 coveMnt, and under t hat instrw::ent 

.1> ,:W no ri,."ht. except to su!'Port and Cla!ntonanc• rlhl.ch she te!'lDIO<I 
<Liited life estate; a.-d that rell.nquishr.>ont thereof to remindercen did 
•ot co~titute t~blo aift . 

!!!!!!! that alt ho\l(lh joint rrill and covenant could havo been revoked by 
'"-'tUAl consent. during joint lives or mAkers , after husband ' • death and !"'ti­
tionor ' s acceptonca of benefits thereunder, she could not repudiate covenant 
to detr i nont of benefici:>ries . Children 1s l'OI.\3.indor interests bee"'" vested 
·:rt10n huoband diod and petitioner accoptod benefits under will <l!ld therea!tor 
!'UtHtonor had no interest in conmunity esto.to other thnn a full lifo interest , 
.. t husbarD. ' • death, will operated to pass 11 li!o intoroat in his undivided 
o:.c- !l>lr interes t in c0l1J:1UI\ity estate to petitione r Trith rocainders in fee 
t o tho children, ,.,hilo as to petitioner, it oparated ao transfer to children 
of ro::nWors in fee i!t her w-Jiivided ono- half interest in said estate , 
;:.ildror.•s vested roaainder interest• in foe vested in 19)1 and unatrected 
by t act thnt instrumnt r:uy still operate as petitioner's will and control 
tho dispositioo or other propart,. at her death. 

~io~nto: >:r. !.:ollott (!.:od>ers S:Uth and Harron 81ll'ee) (u;>holdinl: position 
Cl.-.n:led Cl\SI\'or) , Re=inder intereots of husbarD. and wil'a did not pa.ss 
to children and becoete vested in roo in 19)1 at husbord ' s de~th. Peti­
tioner reminod owner of an undivided one- half interest in foe in 
com,.unity propart1 afwr her husb:lnd •s doath . Under instrwnent t=­
rorrins he r undivided one- halt interest in cormrunity estat~ , she 
therefore couveyed her undivided one-half intoroot in foe 1.11 cornunity 
property and should be taxed thereon . t:ero probc.tin<: e>f joint vrill 
does not paes interest of both makers while one ourvives . The surviving 
party to an aeree""'nt for mutuel will, ee>n rovoke it o.J't.or death of tho 
first maker· hence no estate of tho survivor vosted under the will; all 
that voots i.n such case is ril:ht to enforce tho contract against. sur­
vivor . 

.. el.ly S-1-J.O 
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TREASURY DEPARTMENT 

INTER•OFFICE COMMUNICAT10N 

DATI: Auguat ;?1 194o 

ro Secretary llorgenthau 

subject: The Work or the Habana Conference 

OBJECTIVES: 

The American delegat i on aought action on thre~linea: 

(a) 

(b) 

(c) 

(d) 

To proYide aateguarda aga1nat poaaible changes 
in ownerahlp and adlll1niatration or European-held 
territories .1n thia hem.1aphere. 
To reduce the errecti•eneae or aubverai•e aotiYitJ 
by totalitarian powers in Latin America. 
To reach agreement on a etatement or general 
principles on the economi c aide, with a view to 
subsequent implementation to oheok eoonooio 
penetration by totalitarian powera. 
In addition, the occasion waa provi ded t o can­
vasa i ntormallJ the situation regarding oommod1t7 
aurpluaea and to get tirat-hand UP-to-date infor­
mation on the economic situation. 

ACCOMPLISHMENTS: 

(a) 

(b) 

The American delegati on aucoeeded in getting the 
Conference to appro•e a aatiataotory declarat i on 
on the aubJect or European-held territories 1n 
th1e hemisphere, deapi te the considerable reaiat­
anoe or Argentina and certain other countries. 
The Argentine signature requires the approYal or 
the Oo•ernment in Buenos Ai res, and ratification 
similarly ia required in other countries. 
(See appendix, attached, tor giat or declaration.) 
The agreement regarding aubveraive aotiYity is an 
111portant step 1n the right d1raot1on 1 although 
I do not know whether the State Department got all 
it hoped tor . 
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(c) 

- 2 - Divieion or Monetary 
Research 

The s tatement on economic pri.noiplee ia aub­
atantially as desired by tho United States. 
(See appendix, Page 2, tor outl ine or reaolu­
Uone.) 

COlJJITI.!EN'I'S: 

( tl) 

(b) 

(o) 

I do not know whether Secretary Hull or Ur. Berle 
made any commitment s on the eoonomio ai de in order 
to win agreement on the "Act of Habana•. I believe 
that they did not go be:yond the auurance that 
proposal s tor economic and financial cooperation 
would be given careful and sympathetic considera-
tion ln Washington. 
Secre t ary Hull and Kr . Berle wer e quite pleased 
with your telegram regarding possibl e use ot the 
Stabil ization Fund and I am aura it helped .• 
At the request of Seoret ar:y Hull and Kr. Berle, I 
bad long conversations with delegat ee from Brazil, 
Argentina, Chile, Peru, Colombia and Mexico, and 
brief conversations with technical men tram some ot 
the other countries. Information not otherwise 
available was obtained and eome progress was made 
in clarification of the economic problems confront­
ing the Americas. Naturally, I made no commitments 
ot any kind but offered no dieoouragement t o thei r 
hopes tor assistance trom the United Statee. 

The Immediate future: 

Several delegation3 indi cated that theY expected 
to proceed to Washington to enter into dlaoua-
aione ot economic cooperat i on. Tho Treasury will 
probably be asked to undertake dieouaaions regard­
i ng possible operations tor currency atablliLation. 
Accordingly, we are prepa r i ng surveys or the aitua­
tlons in individual oountrioa which will be or uee 
when the subject co~ee up. Among the countri es which 
are expected to propose cooperative action 1n the 
near future are Brazil, Chilo, Argentina, Colombia 
and Mexico. 
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(Appendix) 

The Gist or the Declarations: 

Diviaton or K.onetary 
Research 

1. On the politioal aide, the •Act or Habana• 
declare& that when areaa in thia hemisphere 
now held by non-American atatea are i n danger 
or becoming eubJect- catter or exchange ot 
aovere1gnty, the Aaerioan nations may eatabliab 
regions ot provi sional adminietration, tor the 
defense or the continent and tor the benetit 
or the areaa; when the emergency baa paesed 
the areaa would revert to or1ginal statue or 
be organized into autonoaoua territoriea. 

It ie speoirically stated that transfer 
ot intereeta would not be recognized and the 
American natione reserve t he right to Judge 
it a tranater or intent to transfer may lmpair 
the political independence or euoh regions 
even it no tormal change occurs. 

An emergency committee ot one representative 
par nation shall be set up and ooma into being 
ae soon as two-thirds ot tho nations name their 
representatives. 

But where ~ed1ate action ia needed and 
action by the committee cannot be waited on, 
any Aur ioan nation may act individually ae 
ita defense or continental dctenae requi.ree. 
This appears to give the United Sta t es the 
privilege ot intervening ~en a European 
poaaeaaion i e threa tened with t ot al itarian 
control. In other words, it whitewaehes t be 
protect ive seizure by the United Sta tes ot 
auoh European ooeeeeaiona aa tbe United Statea 
may dees essential to preeerving the statue 
quo in t his hemisphere. 

Administration may be executed by one or 
more American atatee. Any country ia tree to 
stand aside trom the actual meaeurea taken. 
Some details or administration are atated, as 
tor example: no condition or pr1v1lege tor 
oartioular nat1ona shall be created by the 
administrator; n&t1vea or the a dm1niatered 
r eg1ona shal l be allowed to pert1o1pate 1n 
ada1n1atration· r1gbte under local laws and 
ouatoma shall be continued Where pos s ible. 

-
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Dtviaion ot Konetar7 
Reaearob 

2. On the aubJeot or subversive propaganda, 
each republic agreed to take suitable action 
within ita oountry t o suppress aubvoraive 
activity, to consult regarding a menace or 
subversive activity when the State directly 
interested requests it, and to axohnnge 
information on such activity. 

J. On the economio aida, the deOlaration 
r eaffirms adherence to liberal prinoiplee or 
oeaoetUl international trade, looking forward 
t o the day when such dootrine might be embraced 
by non-American nations but urging in tbe 
meantime closer inter-American cooperat i on 
toward& a stronger inter-American economy as 
a unit . 

The Inter- American Financial and Economic 
Advisory Committee, which haa been meeting 
in Washington since the Panama Conference ot 
1939, is oharged with making recommendations 
along several linea, aa tollowa: 

Greater use ot surplus commodities 
within the country producing the 
surplus and more etteotive interchange 
ot surpluses among Amarioan nations, 
including humanitarian distribution 
ot a portion i t round teaalble; 

Promotion or orderly marketing 
while protecting normal trade channels; 
means or ra1a1ng standard ot living; 

Stimulation ot flow or developmental 
capital, espeoially by Joint snterpriaes 
in whose caoital and administration two 
or more reoublioa participate, with the 
recommendation that the Inter-American 
Bank give auoh enterprises favorable 
consideration. 

Among the suggestione reJected was one 
referring to ownership ot European- owned 
utilities in tbe event or a German victory. 

Copies or the Final Aot or the Conference 
are attached. 

-
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CONVENTION 

AliD 

FINAL ACT 

OF THE 

SECOND MEETING OF ~INISTERS OF FOREIGN AFFAIRS OF 

THE AJ>!ERICAN REPUBLICS, SIGNED IN THE OITlC OF LA !!ABA..'IA, 

TilE THIRTIETH DAY OF JULY, ONE T!iOUSAND NINE HUNDRED Al'ID FORTY, 

The Governments of the Amerioen Republics , in order that 

their !Unisters of Foreign A!foir5 or their Personal Repre­

se~tat1vos r:~ight meet tor •.urpoe~e of consul tat1on in accord­

ance with agreements approved at pr ior Inter-American 

Confer ences, duly accredited tho Delegates hereinbelow ex­

prossed (following the order of preoedenee determined ~/ 

l ot) who met in the City of La Habana during tho period com­

prised between the twenty-first and tho thirtieth of July , 

one thousand nino hundred and forty , in answer to the invita­

tion of the Gover~n\ of tho Republic of CUba: 

HONDURAS 

His Exoolloncy Silverio Lainoz, Pcrsortal Roprosontative of 
Hie Excellency The !anistcr of Foroign Affairs. 

!!!!!! 
Hie Exoollonoy Loon Laloau, secretary of State for Foreign 

Affaire , 

COSTA RlOA 

Hie Exoolloncy Luie Anderson MorUa, Poroonal Rcproscntat1vc of 
Hio Exoollcnoy The Sccrotary of Foreign Affaire. 

MEXICO 

!iis <:xoolloncy Eduardo Sunroz, Personal Rcpr osontat1vc of 
Hie Excellency The Sccrotnry of Foroign Affaire. 

ARGENTINA 

Hio Exoollonoy Loopoldo Molo, Pcrconal Reproaontotivo of 
i!io Excellency The Minister of Foro1gn Affaire. 
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URJJGU.U 

His Excellency Pedro Han1ni Rioa, Peraonal Representative ot 
H18 Excellency The K1n1ster of Foreign Afta1ra. 

ECUADOR 

HU Excellency Julio Tobar llonoso, llin1ater ot Foreign Affaire 

BOLIVIA 

Hls Excellency Enrique Finot, Personal Reproaentat1ve of 
Hio Excellency The Minister of Foreign Af fairs 

CHILE 

His Excellency Oacar Schnnke, Poraonal Representative ot 
Hie Excellency The !Unictor of Foreign Attaira 

BRAZIL 

Hio Excellency Mauricio Nabuco, Per sonal Representative or 
Hie Excellency tho Minister of Foreign Affaire. 

Hie Exocllenoy Miguel Angel Campa, Secrete~ of Stat e . 

PARAGUAY 
, Hio Exoollonoy Tomns A. Balomon1, l!iniator of Foreign Af1'n1rs. 

PANAliA 

His Exccllcnoy Nnrclso Gr~~v , Soorotnry of Foro1gn Rclatlono and 
Communications. 

COLO)lllA 
, 

H1G Exoolloncr Luls Lopez do J;cea, M1n18tor ot ?orolgn At!n1ra. 

His Exocllonoy Diogcnca Escolnnto, Porsonnl Roprosontativo ot 
Hio Excolloncy Tlw Y.1nistor of Foroign .\tfa1.rs 

EL 8.'\LVADOR 

Hi~ Excellency Hoctor Eooobnr Sorrnno, Poroonol Rcproaontativc ct 
H1o Excollonoy Tho Minister of For eign Atfniro. 

DOMINICAN REPUBLIC 

H1o Exoollonoy Arturo De~prodol, Soor otnr:Y or Stoto tor· 
Foreign Attalra. 

PERU 

Blo Excolloncy Llno CorneJo, Porsonr~ Roproaontntivc of 
Rio Excellency The M1n1otor ot Foro Affairs. 

~~~--~~---------
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>i1C !:xccll.:ncy llrrlnno .\rgUClles, l!lniatcr of Foreign ;,fto,lra, 

GUAT£l:ALA 

Hlo ::xcollcncy Cnrloo 81\l.nzor, Socr o t ni'Y of !'orc1gn Affniro. 

UNITED STATES OF AI:ERIOA 

Hl~ z~ccllonoy Cordoll Hull , Secretary of Stnt o , 

The ~!acting hold its 1nnugurt l s ra8lon on the twcnty-
1'1rot day of July, Ono thouaund nine hundrod nnd forty , ot 
tour o 1 cloak in tho afternoon , in tho Hllll of Sessions or tho 
Hou~o of rtoprooontnt lvoo, 1n tho Nnt1onlll C~pitol~ in tho 
prooonco of His E~collonoy Dr. Federico Laredo Bru, President 
of the Rcpubl1c,;>1' Cubn, under tho proviaional presidency ot 
ills ~ccllcncy •'•iauol Angel Cl\llllll\, Soorotnry of State , with 
ih•, Cconl' Sr l ayo y do l a FuCl nte , nct ln <; r.s Bocrct nry Goncrlll , 

'i'".ao rtcgulntlono t or tho !:~<J: ing wer e nwr ovod by ';he 
\lov~rn 1nt; 9onrd of tho Pon .l!lc r l Jrn Union ot n sess i on hold 
t!:o tucnty-ninth dr.y of Juno, One thouoond nine hundred nnd 
f.>rt)' , :mil t ho At;cndD. 11t n scnsi on hold by tho ol\lllc body on 
the f!fth <1ny or tho currant conth . 

Tho nfor oon1d ?.cgul ntions nnd Agondn wor e r nt1f1 od by 
tho i·toat1ns in tho prol1mina.ry M Geion hold the twcnty- oooond 
of Jul:• , Ono t hou nand nino hundred nnd forty, ot ten o 1 clock 

1n tho morning . 

:,t t:n i' lcnr:oy Sc&n1on held tho onmo dn. ... nt four o ' clock 
i n -.he r ft~:onoon , Dr. ::t(;\Dl :'-1\_;:C'l Cnc,n, Scorctt\1')1 of St:1100 
ot tho a ,publ1c o r Cubr. , V:lO oloctod Por concnt President of 

the locctlng. 

In co:ll'Pl1rnoo with tho prov1aiono o! 1\rticlos VII Md VIII 
of t ho ~~gulPtiono , the following Comm1ttoos wor e erect ed: 
Ct•cdont1nls , CoordiMtlon, Noutrnlity, Prooorv.~t1c.n of Pcoco 
i n thv ~lea torn iloon isphoro nnd Economic Coo porn tlon. For tho 
conati t-.tion o r tho lot t or throe Coqm1ttoco tho d1v1oion 1n 
throe pnrt" o r chnptoro of the AgendA or tho ~;ootlng liAS tr.kon 

into conn1dor ntion. 

~t the s~o Prolio1nory Session nt which the R~gulationo 
were ratified, tho moobcrG ot tho a bovo-mont1oncd tivo Com­
tlltt:~os ...-~rc qppoint od, ns t oUowB: 

CO!l!IT~ o~: QRE:JEJ:TL\LS: 

Their Excollonoioo: 

Narejloo Cl-nrny, (Pann~m. ) 
Tomno A. Sdomon11 (Pnrc.gull:r ) 
Cnrloo Srln~ar, (ounto~ln) 
Hoctor Eoco~r, (El Salvador) 
Silverio ~ncz, (Honduras) 
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CO:u.IT!"..:E 0:1 COORD::: ' !,YO!l : 

1he1r ~xcellenoiee : ' 

Leopold~ ltelo , {Argentinll) 
Mnuric1o ~abuc~ , {Brazil) 
Oor,dell Hul l, {United 3to.tos or Acarica) 
Leon Lnlonu , (Haiti) 

CO!a!ITTEE 0:1 ::WTR.\LITY: 

:ho!r ~xcelleno1oa : 

Leopoldo !o!elo, {.\rgentina) 
Luis Anderson, {Costa Rica) 
Oscar Schnake, ( C!llle) 
Pedro ~:anini R1os, {Uru~o.y) 
Enr ique Finot, (Bolivia/ 
Cnrlos Sola~r, {Guatemala) 
Sllvorio Laino?. , {!!ondul'as ) 

OOia·:XTTt;;;: ON PEIESZRVATION 
OF P::AOZ IN Tlli: i!ESTF..RN HJ.:lll SP!li::RE : 

Their Excellcncio:l : 

Co~ell Hull , (Unl~cd States of Ac~r!ca) 
Diogonos Escnl~te, {Vonozuoln) 
!!o.uricio t:obu~o , {Brnzll) 
Julio Tobrr Donosc 1 (~~uador) Art~l'O D.:> spradcl, ,Dom1nicnn Republ ic) 
Tomno .\. Snlouoni , { Parar;uay ) 
Naroi~o Gnray , (Pnnpmn) 

CO~J.:I'l'TEE ON J:CONOIGC CCOP!i:RATION 

Their :::xcell.,nci 1s: 

£Junrdq suarez, {~oxlool 
Lu ls Lopez de !:o~:>, ( Cclocbin) 
Line CornJco, (Peru) 
Hru;inno .\ r guollcs, ( t:lcn r·asu~ ) 
L.;on Lal.onu, (Hnlti) 
Hoctor Escob:o.r Sorrnno , (El Sr.lvndor) 
Higucl Angel Cc.mpll , ( CUbn) 

.\t the so.me Prolininnry Session nlrcody mentioned, it 
'<fC& unun1cously r c sol\'Cd t!lr.t the Comi ttoo r eferred to in 
•U'ticlc \.'I wns to be cndo up by ~he :anut oro or Forcibl'l 
Affairs of tho .\ccr1enn Rcoubl1cs or tholr Pcraono.l Ropro­
sontc~i\·ca . 

It v~s llkowioo r esolved t~t tho Dclogntione thnt pro­
ocntcd proJcoto corroo,onding to onttot•e porto1ning to r:ro.y of 
tho thr<lo l nst cont1onod Com:Jlttoce, hnd tho right to belong 
to tho oorroapondlng Oorm i ttoo, 011 ox-otr1oio member o • 

. Tho Second Hooting of tho llir, lr.,~ "'B ot Foreign Affr1ra of 
tho -'cor1cttn Ropubl1eo npprovod tho tollo~<1ng Votoo , Jtot1ona , 
Doela~at1ona, Rcoornond~tions and R0 eolutiono: 
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lHl'ER-AMERlflAN N!UTRALITY CQMlU'I"l'EE 

The Second llaet lng of the l!lnietera of Foreign Affaire 
ct 1he American Republ i oa 

RESOLVES: 

01~: To urge the Inter-American Neutrality Commi ttee 
to traft a preliminary project ot Convention dealing wi th 
the juridical etteota ot the Security Zone and tho measure& 
of Jnternational cooperation which the American States are 
reaCy to adopt to obta in respect tor the eaid zone. 

206 

NO: To entrust< the Inter-American Nautrality Cor:mi ttee, 
whiob-ruriotiona at Rio de Janeiro, witb tbe drafting of a 
Pro !oot or Inter-American Convention vb1ob vill cover coc-
plo ol y all the pr1noiploa and Nlce generally recognized in 
Int •rnaUonal Law 1n mattore of neutrality, ,and eap<Jcially 
t hO•lO contained in tho lloaolutiona Of Panama, in the individual 
l cslel nt1on of lhe different American Stntea, and in the 
rooJ~ndntlona olrnndy pr oeontod by tbo anme Committee. 

'1'!111£E: Wbon the ctorooont1onod Project hne boon drnttod, 
it aholl bo dopoaitod in tho Pnn American Union, in order to 
b~ eu~lttod for t he eignoturo, odhoaion and rotif1act1on of 
the r~e~atlvo <lovcrnmonts of tho American Republics. 

fQYH: Pending the drafting, nooootnt1on nnd rot1f1cnt1on 
or :he Projoot, it ls reoommondod thot tho Amcr1onn Stntcs 
adopt in their r oepcctivo l ogielotion oonoorn1ng noutrol1ty , 
tbo PJ;1nciplce a.nd rules oontn1nod in tho Doolnrations of 
PoroJnQ nnd 1n tbo llocoaoondntione already drnfted, or which 
nn1 horcnttor be drnttod by tho Intcr•Amorionn Noutrnlity 
Col .;>lttcc, 1t being suggoatod tbnt tho inoorpor:\t1on or the 
eoJd R~eolutiona nnd llcco~ondct1one in tbo roepootivo lcg1e­
lnl iona be ando, tn so !orne prnot 1onblo, inn codified r~d 
jo! nt to.-... 

rffi: '1'0 dlr<'Ct tlult tho ofore•ont10ned lntcr-Atlcr10:'!ll 
llcn .tr:;:rrt'y Cor:u:uttE:o eulxllt, whenever 1t lillY doem advian'i)lo, 
ito• !lcco=c~tlons dl.'"Oct to tho Oovcrn• cnte of the Americ:'!ll 
Rc·ublioa, provldee, bowovor, thnt it ahnll r eport nlso oon­
oc:•ntng thea to tho Pnn Ameriocn Union. 

SIX: To recom=~nd tbnt tho Pan Amorionn Union oirculote, 
among-she Oovornmonts of tho Amcrionn Stntos~ tho minutes of 
th•l Intor-Accr1c:m lioutrnl1ty CoLtm1ttoe or Rio do Jane iro, and 
tbnt ~be mtnutoe bo publ i shed by tho Pnn Amor1onn Un1on1 when 
ths onid Coam1ttee dec~s lt opportune. 

£\!Ell: !hnt tte I nter-AI::or1cnn lloutral1ty Conn1ttoo OC\l' 
~1otroa-vtth t~c .;>ttcr.~co or n n1n1nu• of tivo members, 
:Uil t~t1 wbntovcr bo the IIUJ:!bor Of IOOCbore present nt tho 
o~ct1nga , r caolut1cr.e ehnll be ndoptod with tho t nvornble 
YCtc Of ~ t l onat tour cn=bcre. 

EIGI!l: thtlt cYCn t!lou- b Ute Co::. 1Hoc h pon>nnent tn 
n't~r~ , 1t 1c cuthort~cd t o bold pcrtod iorl ooo t1nge and to 
~·Jou~ for n epocittcd t1~, without preJudice to tho ~~ling 
of on:-acrd1ncry aceeiona by tho Proaidont, whon sol!lo urgont 
crd l.:rportnn t question 1e to be conlldcred. 
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Nt.:E : :o ~"'~end n va~e of " plause an<' consratulatlona, 
for 1~ar1 to r,lous wol'k , :o t.\a Inter-Al:lerlcan Neutr tll i ty 
Coonlttee or Rl o de Jane iro , and to l t a ceobe~s, Their Excel­
ler.olea Afranlo de Mello Frn~co , L. A. Podesta Costa , ~Arlano 
?qnteollla, A. Aguilar I:O.chndo , Chnrlee G. Pen>s1ok , Roberto 
Oordobn• Gustavo Herrera , Y~uel Pranolooo Jlmeno~ and 
s . l:a:tine z Horondo. 

II. 

NOIU~S CONCERNING DIPLm!ATIO AND CONSULAR PUNC~IONB 

>tHEREAS : 

1 . Ono of the bases or the spiritual unit~ or the 
Am~r1ons hns ita r oots in th~ firm adhe rence by the peoples 
of the Cont i nent to t he prinoiplce o f internati onal law, 

2 . Tho American r epublica on ? ~brua~ 20th, 1928 s i gned, 
at Hn~~. a Convention on d1plom~ti~ offlcora which contains 
tho pr1nc1pl~s generally necoptod ~Y nl l nntlons. 

3, Tho enid Convention eatnbl1shoa, noong others, the 
tollo~<1ng pr l nci plos: 

(n ) For .., i gn. e.i!)loc:atio officers shell not !)art1-
o1pnt o in tha domcst io or foro t;:r, pol Hie& of t ho etnto 
in whl oh they oxcrclso tholr tunottono. 

(b) Thoy must oxoro1Bo tho1r tunct1one wi thout 
com1n~ 1 nto conflic t ><1th tho l:\wo of the countr y to 
\l:!j oh they fl.rc accrvd1t->d . 

(o) ~hoy s~ould not oln1m 1~Nnit1oo welch cro not 
oos~nti~l to tho tulf1llmont or tho1r official du~1co . 

(d) 
to oth:~r 
lottor. 

llo stntc ohtlll nocr odi.t itB d1olocet1e o:rflcora 
otntcs without previ ous nsr occcnt w1 th tho 

( o) Stntcs mny docl1no to rcco1v~ n d1ploDAt1c or­
floor from :111othnr, or, hnv 1ng nlrr<~\dy nocoptcd hie, 
lllA.Y Nqucot h i ll r ocall ~<ithout being obliged t o stato 
the run~ono for such ~ doo1o1on. 

Tho Sooond lioot1ng of tho ll1n1otoro or ror o1gn Affolro 
ot tilo ,\mor1cnn R0-ouo11ea 

RESOL\'EB: 

'l'o u1•go th:~ Govcrnm~nta or tho Amor1o:tn Rc;>ul'l i ca to 
Prevent, w1th1n tho orov1ofono of 1ntor nnt1nnol l r.w, ool1t1-
cn1 oot1v1t1oo or toro1~ d1~lomnt1e nr o?noulnr ngcnto, 
Within the torrito~; t o whiob thuy ~o noorrdltod, wnich may 
~ndnn~or tho pon~o nnd tho donoornt1o tradition of Acor1cn. 

III , 
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COORDINATION OF POLICE AND JUDICIAL 
kEASURts FOR Tilt DtF'ENBt or socttrt 
lNb 1N5t 1MioN8 oF EACH AREAtdlJI 

STITt 
1/HEREA8: 

2oY 

l . The Firat Meeting ot Foreign Ministers or the American 
Republics held at Panama, a pproved on Oc tober 3, 1939 n reoom~ 
mondat1on on the coordination of pol1co and Judicial meoourea 
ror t he utnlntenanoe of neutral! ty, article 1 or wh1oll states 
110 rollowa 1 

"That action be taken, ne soon as poae1blo, through 
an exchange of views between tho Foreign Offices, or 
through a n Inte~Amerioan oonfer enoo , tor the fol~ation 
botweon thomoelvee or coordinated ruloa and procedur e of 
o uae tul, opportune and orreotivo manner , t~~t will focili­
toto tho notion of tho police and Judicial cuthoritice or 
tho r oapeotivo countries in pr e venting or repressing 
unlawfUl nctivit1c o tlult individuals, whothor th<:>y be 
nationals or alieno, may nt tompt in tnvor or n for eign 
boll i gor ont State. • 

2, Experience hoe shown l hnt it io not only dcoirnblc 
to tormuloto sueh rules nnd procedure vl th roforoncc to 
neutrality , but it hoe oleo demonstrated tho nood to orgnn1~o 
in tho tnoet of'foc tlvo llll.lnnor poeolblo tho defense of society 
and or tho institutions of onoh Stoto not only ngnlnst common 
orimos, but l1kowiso w1th r eopoot t o oort nin unlnwful notiv1~ 
tlos whi ch mny nf foct them; 

3, Such dofonoo must be undertakon by tho nuthoritios 
ot ocoh Stoto, but ito otficooy dopondo t o o l orgo extent upon 
n eocrnon orientation, os uniform no pooolblo, os well no upon 
~n ~doqunto and constant cooporot1on botvoon auoll authol'i tics; 

'!'he Second Mooting ot tho •nnutore of For e ign Affairs 
ot tho Amor1cnn Rc~blies , 

RSSOLVES: 

0111: Tho Oovorning Board ot tho Pnn Al:lorionn Union oboll 
oonvokOtho Stnt oa vhloh oro Mombora ot tho Union to on inter~ 
natiomu oontoronoo nt ouch plnoo nnd dntc na 1t may dotormino 
to draft tho intornationol oonvent1ono a nd roooiDIDondnt1ono 
wh1oh it doomo noooaoor7 to noeuro through tho notion or tho 
proper outhor1t1os in onoh B~te , nnd througll tho ooordinot1on 
ot ouch notion v1th thnt or o~hor Btntos in tho Continont , tho 
mont oompl oto and ottcot1vo dotonoo agn1net nota ot nn unlov~ 
tul oharootor , no voll ne ngn1nat nOJ other unlowtul notivitioe 
which ar~ orroot the 1netitut1ono ot Aaorionn 8tnt oe, 

~~ In tho said oontor onco , onoh State obnll be ropro­
ecntcdO, a Jurlet with plcn1pot ontinr1 povore oooompanied, it 
4oc•od a4v1snblo, b7 oxporto on ~~nttoro porto1ning to tho 
pollee nut horitioe , 
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Tl!llEE : Betore the oonrorcJ.ce is oonvol'cd, the Pan 
Acericnn Union shall undertake the preparatory work ~ Qeane 
ot an inquiry atJong the Oovern1110nte ot the Continent w1 th 
ro· ard to the exlotlng l eg islative or administrat ive pro­
vio1one, as well as with respect t o thoir opinions on the 
varlouo top i ce which it is dee~ed advisable to consider, 

IV. 

Il~TE!t-AMERICAN LEAGUE OF NATIONAL RED CROSS 
----· 860IETIE8 

WHEREAS: 

It is Amer1ca'e unavoidable du t y, tor reasons ot ~n 
ooliGarity, to contribute to t ho alloviation or tho suffering 
and Qlaory ot victims ot war, 

The Second Moetlng ot the lllniOJtore ot Foreign Aftalrs 
ot tho ~orlean Reryublioe 

That tho Fourth Pan American Red Orooe Confer ences, which 
will moot at Santiago de Chilo next Docomber, consider the 
doeirabilltY of organizing, along t.hc gonoral lines of the 
Loaguo ot Xat1onal Rod Cross Sooiot1os, an Inter-American 
Longue of National Red Crooa Sooi ot i oe , which oh~ll coordl~~to 
tho notion of tho said Red Ct•oeo Booiot loe of tho American 
countrico a nd tho coopor otion or tho Intor-Amoricnn League 
and ita Executive Committoo with the LJatUO nnd the Inter­
notional Committoo of tho Rod Cross. 

v. 
PRECAUTIO:!A:'l.Y MEASURES WITH ru::FEREIIOE TO TI!S ISSU.ll\OE 

. oP PASSPORTS 

lli""-REA8 I 

1 , A Pnooport i a oaaontinlly on identification document 
w~ch noor odltc Ln roroiFn oountrloa tho h?ldor thereof no a 
notlonol ot tho country whi ch ieeuoe it; 

2 , Such document h'e nn eminently international churactor, 
lnt1omuoh no J. to pooooosol' ueoa 1 t oololy no a document ot 
1:1ont1fi oation outaldo tho t crrltOl')l or h1o ooun~ry ot ori gi n 
or of udoption; 

3, Tho Btn t os of tho Amer ican Continent muot oxorciso 
tho Uti'IOat oaro 1n lssu 1ng pnooport& t or tho UOO of their 
r eepootivo nntionnla, in ordor that they moy find grant or 
fooilitioa in traveling throu&h tho oountrioo o t Amoricn; 

4, It ie thoi r duty t o prevent tho uao o t oountcrteit 
pnoepnr te , 

Tho 
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The Second l!eet1ng ot tha Ministers of Foreign Atte.1rs 

ot the American Republica, 

RESOLVES: 

~: To recommend t o the Governa~nts ot the Aeerioan 
RopubliOs the adoption ot the precautionary measures in the 
issuance ot passports which each deems appropriate. 

~: To recommend to tho countries of America the 
a~cpt1on of uniform punitive monsuros against the uso of 
countorfolt or altered passports or paosports or more than 
one country . 

VI. 

Tho Second Meeting ot Porclgn Ministers or the American 
Rc;>ubllce, 

RESOLVES: 

Q!ffi; Thot having in mind tho oqu11l concern {Ll\d cquol 
r cspons1b111ty of tho Amcricnn Republics tor tho preservation 
of tho pcnco end security of tho homisphore , onch one of tho 
Govornconto of tho Amoricnn Republica ohcll ndopt within its 
torr1 tory nll nooessv.ry mcc.auroa in oooordnnco with ita con­
otitutionol powers to prevent end eupprooo any not1vit1oo 
d troctod, nos1otod or abet t~<l by foreign >,ovornmonts, o1• 
foreign groupo or 1ndiv1duola, which t e nd to subvert tho 
domcotlc 1not1tutionn, or to tomont diaordor in their intornol 
pol1t1col lifo, or to modify by proesuro, propogondn, thronto; 
o1• in nny o ther mnnnor, the froo und sovero~n right of their 
pooploo to bo governed by their cxieting domocrot1c syst~ms . 

In tho ovont that the pooco of ony of tho Amor1cnn Ropub­
lios 1o monnccd by suoh oct1v1tioa, tho rospcotivo Governments 
~·oo thct they will i mmodlntcly conoul t together, if the 
St~to dlroctly lntcrcstod wishes to r~quost 1t, t~~1ng into 
oocount the provisions or tbi o resolution ond th~ opcc13l c1r. 
oumot oncoo whioh ~~Y nffoct tho ponce or th~ tranquility of 
tho Amorionn Republics. 

I &I 

Tho Amorlonn Republics bo1n~ jur1d1cnlly equnl no eovoro1gn 
end indepondont stotoo, cnch ohrill no t 1n ito 1nd1v1dunl cnpc.­
oity 1n nny otopo undertaken in th1o connootlon. 

Ti/0 1 In order to l'll'.ko r.ueh Cllnoul ttlt l on more oftio:-.o1oun , 
tho govornmontB or tho Amcrlcnn Ropubllee further declare that 
tllo fulloot 1ntcrohnn~o of infoMIIllt1on botwoen thee is ooson­
tlnl with r ognrd t o the n roroQontlonod ~otivlt1~o within tho1r 
roopoot1ve jur1sd!ct1ono, 

THREE1 Tho govcrncont s of tho A•oricnn Ropubl loo ngr oo 
thot any govorruaent which obtoina 1nfonanuon J)Urport1ng to 
ehov thot oot1vit1cs of tho nior.mont1onod abnrnotor are 
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A. tcJtinS place, or nrc thronton1ng to tnl<o plnoo, within tho ..?_ 11 
~ territory of one or more of tho Amorionn Ropubli~, ehnll 

at once oommunionto in tho stl'iotoat oonfidenoo to tho Foroip 
Minister or suoh ~tion or nntiona tho intoraction eo obtain~. 

FQPR: Tho govcrnmonto of tho American Republica declare 
thnt,-undor existing world conditions, tho tulloot intorohnnge 
botwoon them of all information of tho ohornctor doeori~, i• 
in the ocmmon intorcet of thee all , nnd will n•eiet in tho 
proecrvction of tho pence nn~ integrity of tho Amoricno, 

VII. 

WHEREAS: 

:~,. At tho tlrat Mooting of Foreign Min1aton hold nt 
Pani\Q3 t ho Accricnn R~publico onoo coro nttircod tho1r ndhorcnoo 
to the dococrntio ideal that provnila in t his Continent, con­
sidering thnt thic idonl might find 1toclf ondnngorod by virtue 
of tho noti on of foreign ideologi es inopired by dinmotricnlly 
opposed principloo; 

2. Tilnt tho •Goncrnl Dcelnrntl<>,n ot Neutrality ot tho 
·~erionn Ropublico1 , oignod nt Pnnnmn on October 3, 1939, 
rccognitod no one ot tho principles of neutrality, ndoittod 
by tho American Stntco, thnt thoy 1 obnll prevent in nccordnnco 
with ~~cir internal logielntion, the inhobitnnte of their 
territorioe trom ongnging 1n nctivitioe copnblo ot nttocting 
tho neutral otntun ot tho .\merioon Republica•; 

3, The Convention on the rl&bts and duties ot stntea 
in tho event or oivll otritc woe c1gnod nt the !!i xth Intol'­
nnt1onnl Conforonoo ot 1\moricnn Stc.tea nt l!nbnnn in lllal, 
which hno boon ratified by tho cnJority ot tho Amqri~~ 
Stotoo: 

4, Tho oxoluai on ot tor: ignora froc tho onJoycont nn4 
oxoroioo or strictly politicnl right ie n general rulo ot 
internal public lnv inoorporntod in tho constitutions and 
lnwa of atn toe; 

6, The Snnohet do BuetllDnl\tc Codo of Privnto Intornnt1o11Gl 
Lev, nooeptod ond put into foroo through tho Convontion oo~ 
eluded nnd signed nt the Sixth Intor-Amorionn Conforcnco on 
February 20; 1928, eetnbl i ahoa on identical rule oxocpting, 
ot courao, opooial prov111ions contnined 1n tl:c internal legis­
lation ot tho ,\acricnn 8tntce; 

8, The nt ore•n1d ~xoluoion trcm the onJoyaont ot pol i t i­
Onl rights 1cplioa tho tno1t prohibition tor torcignore to 
onsngo 1n pol1tiool ootivitice within t ho territory ot tho 

etnto 1n which thoy r oaido: 
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7 , T;le preoen~ European conn let bae revea1ed the 
existence of fore ign ,ol1t1ca1 organ1~at1one 1n certain 
neutral etatee v1th the del1~erate purpose or making at­
te~te against public order, the 171tem or government and 
the vory per sonality o! such etatos; 

a. Such rore1e~ n.ol1t1cal orgen1zat1ona would const1-
tu~o ln tho Am~rleon s •atee a denial or tho lnt t ere' demo­
ONLt1c 1net1tut1ona, a monaco to tho1r right of eolf­
p1'08!'l'vnt1on und a threat of violation of their regime or 
noutra11 ey, e nd 

9, In order t o protect tho eoourtty and noutrel1ty of 
tbe Am..r1cnn Rc·publi ce in so far as th~y mi ght be nffeotcd 
by 1111c1t oot1v1t1ce on tho part or indlvl~uale or noeo­
c1nt1onc, e ither national or rorolgn, t ending to foment 
civil etr 1fo or internAl d1aturbnncoe and to propngotc oub­
vore1vo 1doolog1ce , lt is ndvisnblo to ooord1nnto the c~cauree 
vh1ch m.-cy bo ndoptod eithe r 1n oorJlllon or 1nd1V1duclly to co­
bat th~oo dnngors. 

Tho Soonnd Mooting of M1n1etoro or Foreign Affaire of 
tho Amcr1o~n Republics 

RESOLVES: 

ONE : To r c1toroto tho rooomm~ndot1on ~~de at tho First 
Conoultnt1vo Hooting hel d nt Pancmn to tho ctfeot that tho 
Govornmonto oi' tho Amilrlocn Rouubl1oo •toke t he nacoosory 
mo~ouroo to orndlcntc from th.J. Amor1eu~ the apron.\ of dootrlnoa 
th11t tent\ to pl noo in J ~opard,y tho common intor-Am~r1can 
domoorctio ideal• , ond ru.so t hnt they tl\ko tho mooour eo which 
mny be ndvionblo to pr event ony nctiv1tios euaocptlblo of 
Joopordiz1ng Amuric~~ noutr n11ty , 

T.iO: To rococnond to the Govornmonto of tho Accr1con 
Rc~ubl1os the following ruleo with rcepoot to civil etri:c, 
internal u1oturboncoo, or tho sprccd of subvoro1vo 1doolos1oo : 

(c ) To uoc th(l ncceo·~ry m~nna to prevent the 
1r;'ll\1:>itc.n1:o o f tbll r tor1•1tory , nationl\ls or nli cna, 
from pnrt 1c1pnt1ng i n, collect ing ouppl1cs, orosstng 
t bo boundnry or soiling from their t erritory tor the 
purpooo of stnrt1ng or promoting o1v11 str ife, internal 
d1oturbnncos, or epr ond1ng eubvcra1vo 1doolog1cs in 
cnothor Amor1orn country; 

(b) To dlanrm end i ntern every r cbol force 
oroao1ng their bound:~r1o n. Thoro shall bo obocrvcd, 
in oo rnr as they nrc nppll cnblo, tho rules of 
internment drc( t cd by tho Intor-Amcrioon Neutrality 
Ocom1ttoo c t Rio do Jnno1ro; 

( o) To for b id tho trnrflo in nrms and wnr material , 
except when intended tor the government, unless tho bcl-
11gor cney or tho r ebolo hoe boon r ecognized, 1n vh1ch 
l etter onoc the rulCl' of noutrnlltY obnll bo applied, 
nnd 

(d) To prevent that wlth1n their Jurisdiction thoro 
bo equipped, r~d or adopted t or vnrl1kc purposes anY 
voooel in tended to opcrnt o in fnvor ot tho r obolllon, 

~· 

• 

Regraded Unclassified



THREE: To reiterate the recommendation or the First 
Consultative Keeting, held at Pana~, to the etteot that 
action be tnken, as soon ae poe&ible tor the adoption ot the 
rules and procedure that 1:11\Y be Judged ueetul to taclli tate 
the action ot the pollee and Judicial authorities or the 
respootlvo countries in repressing unlawtul actlvltiee that 
in41vidunlo, ei thor nntlono.J.s or foreigners, ID.:IY nttempt nt 
0 ny time i n tnvor ot n forei gn state . 

FOUR: To rocomm~nd to the Govornmonte ot tho Amer ican 
Stato'iitllat thoy e.dopt the tollowi.ng log1Blativo or admlnie­
tratlvo nor ma , without preJudloo to tho rospoot due to thGlr 
indiv1dulll nnd soveroi~rn r1&ht to r ogulnto tho Juridical 
Gt'"tUO Of foreigner s ; 

2.1 

(n ) Effcotive prohibition of every politic~ activity 
by foreign 1nd1v1dunls, aeoooiationa, s roupa or political 
portico, no matter what form tbo7 ueo to disguise or cloak 
such not1v1ty; 

(b) n1go~ue euporvio1on or tho entry or foreigners 
into national tcr1•1 tory, pD.rtioulnrly ln tho O!lso of 
1\!ltlonals of non- Aoor1cnn Stntos; 

(c) Effective pollee oupcrviolon of the nct!vl ties 
of foroign non-American groupe established 1n tho Amvricn.n 
Stntoo; 

(d ) Creation of nn omorgonoy penal system for the 
offonooe so t for th i n this nrtiolo , 

FIVE : To oncourngc tho r coiprocnl comrnunicnt1on, directly 
or through tho Pan American Union, of inrorcat1on end data 
concornil\6 tho entry, r cJoct1on and expulsion of fore igner s 
nnd ~he adoption of the preventive nnd r cpr oeeivo mcnsurco 
prov1dbd tor in tho previous ortiolo ; 

SIXfH : Any or the American Ropublico directly affected 
b;.r the aot1vi tice r eferred to in th1o Rosolut1on !lll'.Y initiate 
the procedure or ; COnsul tntion. 

VIII. 

PROJECT ON EXT2NSION OF' TERRITORIAL WATE:RZ 

Tho Second Hoe ting of tho 1!1nistcrn of Fore ign Affairs or 
tho American Republics 

RESOLVES: 

That tho proJect presented by tho Dolognt1on of Urugu~, 
concerning t ho oxtcnoi on of territorial waters, together with 
tho modifications intr oduced by tho pr oeont Conoultnt1ve 
1-:oo:ing be tra nom1tt od for stud;- to tho Comoittco or Exporto 
for tho Codiriootion or International Law; and that thoro c~oo 
be rcquootcd t qo opinion of tho Intor-Amorioe~ Neutrality 
Comm1ttaa nt Rio do Janeiro rogr~ing tho semo proJect. 

IX • 

.. Regraded Unclassified



Pl!OJEC'l' 91! J!PYI!J!!! 

The Second Meeting or the Ministers or Foreign Attaire or 
the American Republica 

RESOLVES: 

That the projeote presented to the Meeting b7 the Delega­
tions ot Argentina, Uruguay and Mexico (Projeota Nos. 35, 36 
and 42) concerning retugeee and assiatanoa to m1nors prooeo4-
1ng !rom evacuated areae be r e ferred tor oonaideration to the 
Pan-American Union, 

x. 
TRAIISOOSANIC RAILWAY BETWEEN ARICA AJCl) SAII'i'OS 

BY VlY OF BOtMl 

The Second Meeting ot Foreign Miniaters ot the American 
Ro!)ubllcs 

RESOLVES: 

To rooognizo tho importance and usetulnoas tor continental 
dot onso ot tho Arioa (Ohile)-Bantos (Bra~il) traneoooan1o rail­
way, through Bolivia, and to roeotlllond to tho American nations, 
cepooiall:y to those di.roctl:y 1ntorestod in the proJect, tho 
adv1onb111ty or prooooding os soon as poaeible with tho fi­
nancing or tho soot1on still to bo constructed. 

XI. 

CODIPIOATION OF INTERHATION.\L LAW 

WHEREAS: 

1. Tho Eighth Intcrnot1onol Contoronoe ot Amerionn Stotee 
approved aovcral resolutions with the purpose or coordinating, 
intonoity1ng and oooolorating tho work ot oodltiootion ot 
intornot i ono1 low 1n Amorioo; 

2, Tho ooid Contoronoo oleo adopted other rcoolutiono on 
tho coordination nnd improvement ot tho inter-American poooo 
1notrumonto; 

3, According to historical tradition and tho most pro­
round conviotiona or the Amerionn pooploe it it urgent ot 
this time, when tho bases or low ond or pno1tio rolotlona nmong 
pooplos ore tho object or serious attnoka, thnt tho notions of 
Amoricn onoo ngo1n roaff1rm their otfoot1vo eu~rt of tho 
principles or intornntionol lnw nnd or tho pnoif1o aottlomont 
ot international oontrovera1ee ond provo thoir firm intention 
t o wo~k tor tho mn1ntcncnco ond prceorvotion ot thoeo principles 

The Sooond Meeting ot tho Nlniatora or Foreign Attoira ot 
tho Amorioan Ropublioa 
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RopubiTOa that they adopt tho noooaanry •oo8W'Oa to oo.rry out 
the roeolutiona apprcYed by tho Eighth International Conte~enoa 
or Aaerioan Statea relative to the codification or Lnternational 
lav and the iaprovement and coordination or the lnter-Amerioan 
peace Lnatrumenta. 

To rocoaaond to tho Go•o~nta or tho Aaoricon 

I!Qt To urge the various organizations: in Qharge or the 
atudy or matters to which the above-mentioned r esolutions 
rotor, to aubmi t, aa soon aa poaaible, their rooommendatione 
and observations so that the Governing Board or the Pan­
.\morican Union may convoke tho mooting or tho International 
Oonforonoe of American Jurieta within tho next two years. 

THREE: To request tho Pan-Amerioon Union to communicate 
tho present resolution t o all Govornmonta members or tho Union, 
together wi th a report on tho proaont atatua or tho vork pro­
vided tor in tho above-mentioned resolutions or the Eight h 
Conrorcnoo. 

XII. 

P~ION OF CONTINENTAL 80LIDA.'UTY 

vm:REAS: 

The eontimont or solidarity botwoon tho American Republica 
conatitutoa a genuine force for continental dofonao, to which 
1111 of them should lond unroaorvodly their 11111x1mum cooperation, 
removing any obetaol e that might Joopardlzo thio principle of 
American public law, in order that no State of this Conti nent 
lllllY flnd ltaolt deterred from offorlng ita tulloat and moat 
dooidod cooperat ion, both in tho political and economic fields, 
to tho fulfillment ot that idool; 

Tho Second Mooting ot tho Miniatora ot Fo~isn Affaire 
or tho Amoriol1ll Republics, 

RESOLVES: 

To rooommond to tho American Stntoa that 1n any cnao in 
which lntornol logialation or contrnotuo1 cote 1n toroo cons­
titute a h1ndranco t o tho tulleet oooporotlon which a State 
ahculu lond to tho principle of oont1nontol solidarity, 1t 
initiate, through legal monne, tho rovleion ot euoh note, in 
ao tnr ne this mny bo possible . 

XIII. 

HOSTD·J ACTS IN TE!!RIT~ WATERS .AIIO Ill THE SECURITY 

1. At tho Firat Mooting ot Foroign K1n1C tor e bold at 
Pr~oma tor the purpose or prcser.ing peace, tho noutro11ty 
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bt the American Republica wae eatabliahed, ~uring the war 
begun in Europe; the irrevocebl e purpoee Wll a 111rted o f 
complying etrictly wi th thoae dutiea withi n the principl e • 
of International Law and the olauaee ot th' Conventi on• codi­
fying thelll, and due respect wa e deaaaDded t or the 1Huat1on 
created by thoae norma; 

2. Vi thin this purpoae ot aaai nta1ning eeouri ty on thle 
Continent, a maritime ~one, adJacent to the territoria l a r ea 
or each nation was established, excluding ouch ~one trolll 
hostile acta from the land, aea, or air; 

3. In the hoatil i tiee, belligerency hal tranegreesed 
the principlee ot International ~w. ~· d1eragarded the 
duties 1mpoeed by neutrellty, and has alec brought about 
hostile acta, not only in the ~one excluded by the XV Rea­
olution ot Panama, but alao contrary to eo\ereignty in 
the maritillle £one ot some ot the Republice; 

4. Without preJudice to the Juridi cal procedure a nd 
aettlement which Should be given in each oaee to the 
cla ims raiaed because ot theae trnnsgreeeione, it ia nec­
essary and opportune that the voice ot the Republica ot 
America condemn them snd state the irrevocable pur pose 
ot practicing and demsnding reepect to the tulleet extent 
tor the norllle regulating the exietenee or the inter national 
collll!luni ty; 

THE SECOND MEETING OF FOREIGN MINISTERS OF THE 
AMERICAN REPUBLICS 

DECLARES: 

ONE: Thnt it condemne hoatili tiea within terri­
torlarw:.tera, es contr~ry to the r ight or eovere i gnty 
ot the nAtion havi ng Jurisdiotion over the'li end to the 
tene ts of International ~w. 

TWO: That it considers euch hoetilititl within the 
Security Zone to be preJud1cial to the vo t e1 snd Joint 
resolutions of the Republica of Americe f or t he preserva­
t1on or peace on this Continent. 

XIV. 

THE PEACEFUL SOLUTION OF CONfLir~ 

WHEREAS: 

In behalf ot the cloeeet poeeible un1t1 or the 
Continent , it ie 1mperetive that di r te rence• exiet1ng 

between 

I 

, 
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t!tveen aome or the American notion• be eettled. 

The Second Me~ ting or the Miniaters or Foreign At!~ira 
ct the uerican Re·publica 

RESOLVES: 

To r ecoaaend to the Governing Soard or the Pan 
hmer1can Union that it orgenl,e, in the American cnp1tal 
deemed moat au1tatle tor the purpose, a committee com­
posed or repreaent.ativea or five countries, which ahall 
have the duty or k.eeping constant vigilance to insure 
-bet State• between which any diapute exists or may arlee, 
or al\1 nature wha taoeve r , may eolve it ea quicltly as poa­
oible, and or auggeating, without detriment to the methode 
11dopted by the pat'tiea or to the procedures which they may 
•gree upon, the m•Jeeurea end a t epe which may be conductive 
10 @ ae ttlement. 

Tbe Committee ahell submit a report to each Meeting 
.,r the Minister• or Foreign At!sira and to each Interna­
~ionel Conference or American Statee regarding the s~tua 
>f eucb conflicte and the steps which may have been t--ken 
to bring ~bout a eolution. 

xv. 

The Second Meeting of the Ministers or Fore ign Affaire 
or the American Republica 

DECLA!IES: 

That any attempt on the part or a non-Amet'ican State 
~g!!inat the inte·gri ty or inviolabill ty or the tert'i tory, 
the aovereignty or the political independence or an 
Aaericen State shall be conaldered ea en net or aggrea­
aion ageinat tbe Stetea which aign th1a declaret1on. 

In case acta or afgreaaion are committed or ahould 
there be r eason to bel eve that an act or aggreeaion ia 
being prepared bJ e non-Amerioftn nation ageinet the 
integritJ or in•iolability or the tet'ritory, the acver­
eignty or the political independence ot en American 
nation, the nation• aignatory to the preaent declaration 
will conault a2cng theaaelvea in order to agree upon the 
aeeaure it .. , be adviaable to taka. 

All 
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All tho algna toey na tiona, or tvo or more ot thea, accord-
ing to circuaatancea, ahall proceed to negotiate the neoeaearr 1 ; u 
eomplecentary agreement• eo aa to organi&e cooperation tor ~ r 
detenee and the assistance that they ahall lond each other in 
the event ot aggroaa1ona suoh ae t hoae retorred to 1n tbia 
deolorot1on, 

XVI, 

MAINTENANCE OF P!f AND UNION AMONG TilE 
AMERI @UBLIOB 

Tho Second Meeting or the Minietora or Foreign Attoire 
ot tho American Republica 

DECLARES: 

~: That the Govornmonta ot tho Amorioon Republica ora 
irrovooobly determined to lll:llntain end otrongthon their union, 
in order that Amor1eo mr~ tultill ita high mlseion on bchalt 
ot oivili~ation; 

I!!Q: That they will, thcrctoro, oaut no ottort to pro­
vent any controversy which might impair their solidarity; 

THREE: That they will nlao cnko every ottort to settle 
in n triondly manner end oa ooon as pooaiblo tho d1ttoroncoe 
which exist between them, in order tbot their rooiproool 
contidonoe and their cooperation tor oontinontnl detoneo 
ogoinat any toroign aggreaeion may bo turthor strengthened; 

~: That they rcattirm their strong desire to ovoid 
tho uso or roroo in this continent os o monne ot oolving 
dittoronooa between nations end, thorotoro, to r esort cxolu­
a1voly to juridical and pocit1o methode; 

FIVE: That they consider it eaaontinl to extend tho 
epborC'Ol oot1on ot these methode, oo thot 1n oll coooa they 
~ bo docloivoly ett octivo tor tho proaorvntion or pcoco; 

SIX: Tbot they w111, likewise, mnko every ottort to tho 
ond t~t thoeo principles and oapiratlone may bo ndoptcd 1n 
tho relatione batvoon tho notions or Amorioa and those or other 
oont1nonte, 

~: That during tho prooont period or hoetilitioe 
they vrrr-atrivs tor tho mn1ntonnnoo or lnw and justice, in 
nocordonoo with tho doolnro.t1on or Pannmo; 

~: That they vehemently doaira that paooo bo esto.b­
l1shoaoil'bnau which w111 bo lasting and inapircd by the 
common waltaro ot nil peoploo; 

JIB: 'l'ho.t they oro disposed to 110intn1n 1ntcrno.t1onnl 
rolatlOni on Juridioal bnaoe resting on tho solid toundntion 
ot IIOl'nl torooe, 1n order to roaetnbli eh dot1ni talJ tho bonds 
ot hwllrul ooa.1n1 ty; and 
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'!'EN: That, faithtul to their ideale, the:y wlll coordinate 
their ovn intereeta vith the duties or unlvereal cooperation, 

XVII 

PROCEDUJ!I ON CON8!/LT.4TlON 

1. It is incumbent upon the present Keating, ae pro­
vided in paragraph 3 or Che.pter II or tho Agenda, to examine 
the functioning or the System or Consultation among tho 
Governments or the American Republion ootablished ~ the 
rooolution~ or the Intcr-Am~rican Conrorcnco tor the l~te­
nanco or Peace and or the Eighth International Contoronco or 
Acorican Statoe, tor the purpose or euggoattn~ measures suo­
oopti~o or perfecting it; 

2, Tho high raotives vhlch led tho American Republics to 
put tho aforementioned system into ortoot, wlll continue to 
Eako odviaable tho convoking ot other Kootinso such ae those 
or Panama and or Habana, whonovor tho l ofty intorcate or tho 
Continent eo require; 

3 , Futuro Meetings, os in tho 04oo ot tho present one, 
will hove to be convoked under tho prooouro ot events and 
under omorgonoy conditione which will make it difficult and 
inodviooblo to determine in advonoo tho most O?propr1ot e time 
ond country for tho Meeting; 

4, Prior to the Firat ond tho Sooond Conoultotivo Mcet­
ingo, tho oxporienco ond knovlodgo ot tho Governing Boord or 
tho Pnn Amoricon Union vos rosortod to , ond 1n convoking fUturo 
Kootings, it would be odvinoblo to toke odvontogo ot the ool­
l oberotion ot thot body, 

Tho Socond Yoct1ng ot tho Kinletoro ot Foreign Rclot1ona 
or the Amorionn Ropublice , 

RESOLVES: 

ONE: Tho Government which doairoo to initiote oonoulta­
tion in ony or tho coeos oontomp1atod in the Conventions, 
Doolnrntions nnd Resoluti ons or tho Intor-Amorionn Conterenco•, 
o.nd to propooo n Mooting or the IHniatoro ot Foreign Rolotiona 
or ot their roproeontotivos , sholl nddrooo tho Governing Boord 
ot t ho Pan American Union indior\ting tho quost1one vith vhioh 
it 4oo1roo tho oonsultntlon to dool , ~a voll as the approxi­
mate dato on which tho Mooting should bo hold, 

~~ Tho Governing Boc.rd oholl lmJnodiotoly tronsllit tho 
roquoat, tosothor v1tb a list of tho eubJoot• auggoatcd, to 
tho other Oovornmcnta' 110mbere ot ~o Union, and 1nv1te tho 
oboorvnt1one and auggoat1ons whloh tho roapeot1vo Govc~nt• 
~ dooiro to proaont, 

ins 
tor 

n!l!ll: On tho betels ot tho o.nevore roco1vod, tho Govorn­
B~ot tho Pon Alloricon Unlon vUl determine tho dote 
tho Mooung, propnrc tho nppropr ieto Agenda, ond odopt , 1n 

accordonco 

I 

f 
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accordnncc with respective Governments , all other measures 
advisable for the prepa.ration of t he Meeting. 

FOUR: The Governing Board of \he Pan Ameri can Union ehall 
procei!"to draft r egu1at ions for Ooneu.l ta t1 ve Meetings which 
shall be oubmitted to all the American Governments for t heir 
approval . 

~: The Third Meeting of t ho Ministers of For~ign 
Rolationo of tho American Republica will be hold at Ri o do 
Jnnoiro , tho capital of Brazil. 

SIX: After tho next Meeting, tho des i gnation of tho 
country whe r e each Consultativo Mooting ahnll be hold , shall 
bo l!ll:ldO by tho Governing Board of tho Pan American Union 1n 
occordnnoo with the procedure act f or th 1n tho pr esent Reso­
lution, 

XVIII. 

RELATIONS aET\'IEEN THE GOVERN.IENTS OF CHILE 
AND SPAIN 

Tho Second Mooting of Hlniatora of Foreign Relatione of 
tho Amorlonn Ropubllce, 

Pursuant to tho declarat ion of Continental Solidarity 
proolaimod nt tho Eighth Pan American Oonrorcnoe held at Lima 
and ratifiod nt tho Coneul t ntivo Mooting nt Pannma in 1939, 

DECLARES: 

That it has followed with concern tho conflict which has 
ar18on between Chile endSpcin, and that, notwithstandi ng ita 
cordial sontimcnta toward Spain, i t oxpr oaaos ita lively 
sympathy and fraternal solidarity with tho attitude assumed 
by the Government of Chile in defonso of principles tunda­
montal for tho froo peoples of America, and that it expresses 
ito hopo that the relations botwoon t ho two States will be 
roootnblished as soon as possi ble, 

XIX. 

THE QUESTION OF BELIZE 

Tho Second Mooting of tho Miniotora or Fore i gn Affniro of 
tho Amoricnn Republica 

RESOLVES: 

To oxprosa tho keen desire and wiahoe of the American 
countrioo in favor of a just , peoeotul , nnd prompt solution 
or tho quootlon of Belize betweon Guatemala ond Groat Britain. 

XX 
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1. The statue ot regions in thie continent belonging to 
European povere is a aubjeot or deep concern to all or the 
Governments ~t the American Republica; 

2. Aa a result or tha present European var there ""'>' 
be att empts at conquest, vh1oh baa boen repudiated 1n tha 
international relatione or the American Ropublioe, thue placing 
in danger the eaaonoo and pattern or the institutions ot 
America; 

3. The dootrlnc or 1ntor.....\morloan sol1dari t:r agreed upon 
at tho mootlnge at L1ca and at PanG1114 r oqulrca tho llAopUon ot 
a pol lo:r or vigilance and dotonso ao that ayatoma or rogimoa 
in conrliot with their 1nntitutlons shall not upset tho poaoo­
tul lito ot tho Amor1con Ropubl1oa,tho normal tunotlonlng ot 
their institutions, or tho rulo or lev and ordor; 

4. Tho course or m~tor:r ovonta ln Europe and tho 
o~gco rcaultlng trom thom may orooto tho grnvo danger that 
European torrl torinl poeaoaoiono in America ID.'lY bo oonvortod 
int o otrntcgio oontora ot aggrcsoion against notlono ot tho 
Amcrionn Continent; 

Tho Second Mooting or Ministers or Foreign Atratra ot 
tho American Republica, 

DECLARES: 

Thnt vhon iolonda or rogiona in tho Amorlons nov undor tho 
pooooooion ot non- American notions oro 1n dange r or bocomlng 
tho oubjoot or barter or torrltory or chango or aovoroignty , 
tho American nntiono, ttllting into nooount tho lmpcrotivo need 
ot oontinontnl aoourity and tho deairoa ot the inhabitants 
ot tho sold islands or rogiono, may oe t up n rogimo ot pro­
v1e1onnl odmlniotrotion under tho following oond~tions : 

(o) That oa ooon os tho roaoone requiring th1& mt>CiaurO 
sboll ooneo to exist, and ln tho evant that it would not bo 
prejudicial to the sCitoty ot tho Aaorlonn Ropublioo , auoh 
torritor1os oboll, 1n aooordonco vith tho pr1no1plo roattlrmod 
by thio doolnrCition that pooploo of thia oontinont hnvo tho 
rl.«ht trool y to dotormino tbo1r ovn doetlni oa, bo organized 
na nutonomoua etntoa it it oholl appoCir that tho:r oro ablo to 
oonotituto and aa1nta1D thoaeolvoa 1n ouch condition, or bo 
rcatorod to tholr previous atntue, vhlobovor or thoa~ Cllto~ 
nntlvoo oboll Clpponr tho mora proot1ooblo and Juet; 

(b) Thnt tho regions to vh1oh thie doolnrotion r otors 
aholl be plnood toaporarilJ under tho provia1onnl Cldministr CI­
t1on ot the Aaorioan Ropublics CIDd th1e odalniotrotion oball 
bo oxoroiaod with the two-told purpooe of contr1but1ng to tho 
ooouri ty nnd dotoneo of tho Continent, and to tho ooonomio, 
poll tionl nnd aooiol progroaa ot such rogiono and, 

RESOLVES: 
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RESOLVU: 

To orente on emergency com.tttee, compoeed of one repre­
sentative ot enoh of the American Republica, which coQC!ttee 
ehnll be deemed ccnat1tuted n1 eoon na tvo-th1rde of ita 
members ahnll have been appointed, Buoh oppcintmenh ahnll 
be modo by ~ho Amerionn Republ ice oa soon n1 pcaaible. 

Tho commi tteo aholl meet on tho request of anY signntorr 
ot th1a r oeolution. 

It it bocomoa MOOUIU'1 ca on imporo.t1ve emergency monauro 
botoro tho coming lnto ottcct ot tho convention approved by 
this Conoultotivo Kootlng, to npply ita provieiona in order to 
sotoguord tho ponce of tho continent, taki ng into account 
oleo tho desires of tho 1nhc.bitnnto or any ot tho obovo­
mcntlonod regions, tho committoc ohnll oaaumo tho odminletro­
ticn of the r egion o.ttocked or thrcntoncd, noting 1n nocord­
oncc with the proviaiono of the onid convention. Aa soon oa 
tho convention comco into effect, t he authority and tunctiono 
cxoroiacd by tho committoo aholl be tranaforrod to tho 1ntor­
Amor1oon Oomm1sa1on tor T0rr1tor1al Adm1n1atrotion. 

Should tho need tor omorgoncy noti on be so urgent thnt 
action by tho comm1ttoo onnnot be ova1tcd, any of tho American 
Ropubl1co, 1nd1vidunlly or Jointly with othora, ahnll hovo the 
right to oct in tho manner which ita own dotonoo or thnt of 
tho continent roqulrca, Should th1a o1tuotion oriao, tho 
American Republic or Republica taking action ebnll place the 
matter before tho committee 1mmodintoly, in order that it may 
conoidor tho notion t oken nnd adopt appropriate mooauroo. 

Nono ot tho provisions contained in tho proaont Aot r ot ors 
to territories or pcaooasiona which oro tho subject of dioputo 
or clni oo botvoon European povoro and ono or moro ot tho 
Rcpublioo ot the Amorione . 

XXI. 

IN'l'ER-AMERICAN SANITARY COOPERATION 

1. According to r eports roco1vod by tho noot1ng tho 
principal epidemic d1aonoos, ouch aa bubenio plague, yellow 
t ovor and malignant mnlar1n, which voro on 1ntornntionnl 
menace and could be aprond through intornntionnl comoroo, 
bcvo boon ctroct1voly controlled to ouch nn oxtont thot for 
lll.l prnot1clll. purpoeoo the danger or their 1ntornationnl 
propngatlon 1a believed to bnvo boon ol i ntnotod; 

2, Dieonaoo and op1dom1oe oro 1ntone1fiod in caaoa ot 
nltoratione ln tho normnl lito ot pooploe, r onoh1ng alarming 
dcgrooo vbonovor vnra botvoon notions oro unlonahod; and 

3. Tho aatlotnotorr r caulte obtained hnYC bOon duo to 
ot tootl•o oooporo.t1011 between various oountriea, the Pan 
Amorionn 8nn1tllt'1 Bureau and tho Rocketollor Pounda tion, pu;r.. 
ouant to tho sanitary tr,oty known oa too Pan American 8nni­
tnry Code, wh i ch bao boon ratified by all tho Govornmanto, 

'1'ho 
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T~o Sooond Meeting of tho K1nietera or For eign Atfn1re 
ot the Aoor1oan Republica 

RESOLVES: 

To oxprooo ita eatiataotion tor the efficient results 
obtained to date and to recocmend that cooperation with re­
lati on to sanitary activities continue and, aa tar aa poa­
e1ble, be extended with a view to rurther 111lproving sanitary, 
social and economic conditione, recognized aa eaeentiallJ 
interdependent and benefi cial nationally ae well aa 1ntor­
nat1onally. 

XXII . 

PROJECT REGA.'U>ING COOP::AAT!ON BET\IEEN PAN Ali::RICAN 
I!I8Tt'1Vf16Ns 

The Second Meeting or Miniatora of Fore ign Artaira or 
the American Republics 

RESOLVES I 

That tho pr oJect presented by tho Dominican Dol ogation 
regarding oooporntion between otfloial Pan American insti­
tutions in do t enae ot tho continental principloe ot peace 
and dococr ooy bo transmit ted for consideration to the Pan 
American Union. 

XXIII. 

PAN ~ZRICAN niG~dAY 

1 . It hoe boon tho invnrinblc desire or nll the Aoorlenn 
Republics, oxprcssod since the First Intor-Amorienn Conforenoe , 
to make ottootivo and prootionl their oolidority by means ot 
the construction or o network ot h1ghwoye to uni te all ot their 
eapitnl c1tioo , and tho anti&fnot1on of t h1a desire, ns a r esul t 
of wo~ld oiroumstnncos, boo become a vital and urgent need; 

2. In ccrrying out t hoao alma, tho Amorionn Republica 
oigncd at Buonoo Airco, on Dooombor 23, 1936, at tho Intcr ­
luncrican Oontor once for tho Maintenance of Poooo , n convention 
to odvanoo tho tinnncing, tho tcchnicnl studies, and tho oon­
ntruction ot tho h1gh"ny r eforrod to; 

3. Tho r ooommcndot1ono oontn1ncd in Resolution I II, 
n;:>provod ot tho Firat Mooting or tho ~liniot ora of Foreign 
Affairs of tho Amoricnn Ronubl ico, held ot Ponomo in 1939, 
included tho following: · 

110.To make every effort 1n order t o complete their 
r oopootivo ooot 1ona of tho Pnn Amorionn Highway 
and to rocommond to tho countries which hove 
ratified tho Buonoo Aires convont1on thnt they 
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designate ae soon as poeeible one or more experts 
to expedite the tulf1llment o f the rocoCUDendationa 
o f the Third Pan Ame r ican Highway Congreea. • 

224 

4, The Pan Amerlorn Hlt;httay, by promoting close relatione 
and oo~£roe between nations, would benefit equal l y all the 
1nh3bitanta of tho Americas; and 

5. The distribution of tho coat of conetructing the 
bi~voy among the l\4t1one whicb i t creased on tho sole bao18 
of tho territori al extension of oach country, in addition to 
not being equi table, llll\koo tmposG1blo or dolaye indefinitely 
1to oonot ruotion; 

Tho Second Mooting of tho Mi nlotora of Forei gn Affaire of 
the American Ropubl1os 

RESOLVES: 

ONE: To invito tho Amerioon nations vhioh ae yet have 
not r:Lt1t1ed t ho Oonvont1on of Buonoo A1rce relating to tho 
Pan Amor1onn Highway, to do oo no ooon ao pooo1blo. 

TWO: To r ocommond to tho Financial Commieo ion orontod by 
that Oonvont lon that , 1n drafting tho plane for f1nr~o1ng tho 
conotruotion of tho Highvny, it s tudy tho doe1rab1l i ty of 
taking i nto :Lecount, in distributing tho total coat among tho 
nntionn l i nked by it, tho following footers: tho oconom1c 
capacity of tho individual nationc; their population ; their 
r ovonuoo; tho l ength of t ho Hi Ghway in t ho t erritory of enoh 
of them; nnd the benefits which onoh notion will derive from 
t ho Highway. The onid Comci soion ohould r~ao t ako i nto nooount 
the r ight of thoeo nnt1ono vh1oh hove conotruc t od all or port 
of their r espective aootione to bovo tho estimated value of 
the work coa~lotod by thee ncooptcd no nll or part of the con­
tributi on which vould be nll oontcd to the pr~tioulnr country ao 
ito ohor o 1n tho tot nl coot ot tho Pan Amorioon Highw:LY. 

THR<:E : To r ooommond to tho Intor-Amorlcnn Finonclcl. 
end E~ic Advicory Committee that lt eollober oto ·tully 
with the Pan Aaorionn Highv~y Finnnoi al Comm1oei on with o 
vi ew to tho prompt and effionel~u& ncoompliohmont of ita 
t:Lnk. 

XXIV. 

IHS1JRAliCE AND REINSURANCE 

liRSREAS: 

1 , Tho Dologntion of tho Dominionn Republ i c hoe pre­
sented to this Second l!oct1ng n Drnft Rooolut1on re commending 
to tho American nntiono tbnt they encourage by appropri ate 
l ogiolation tho dovolopmont of inournnco, nnd oepooiollY of 
roinournnoc fncilitice; and 

2, Bocnuso of i to coopl ox t echnical cbornctor, n do­
tnilod study of tho vnrioue napoote of thi n roco~ondntion 
1o r~quirod, which this Mooting io not i n o positi on to 
undertake in v1ov of t ho ohor t noon ot tho t1mo at ito diopoocl.. 

Tho 
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The lleoond ... una of the II1D11tere of l'onlp Atta1Jo1 
of the Mlrloan Repu'bUol, 

11&80L'R81 

To tranlll1 t to the Intel'-Merloan P1unc11al and llilono•So 
Adv1eor:r 0o~Z1ttee , at l'aeh1nston, the proJeot of the IIDIIllll­
Can llopubllo to the end tbat It proceed to llnb a •tuill' of 
1t and to report lte oonoluelone to tho OoYe~enh of Uw 
Aaerioan Republloe. 

XX\'. 

lllJO!!(!!IO A!!p ri!!A!!CIA1 · OOOl~WJ 

I'IIIRD81 

1, At tho tlnt oonau1to.t1'10 11oet1ng bold at •- n 
wo.a roeol'l'ed to doolare tbD.t in new of oxhttnr l)ii'OUIInanoee, 
1t ho.d become more doeiroblo and neoeeanrr t~ oYer to ee­
tobliah a close and sincere cooperation bet~oon the A.orloan 
Republica in order tbD.t the:r mil!llt protect t :lloir ooonolllo u4 
t1nonciol structure, IIAintaln their fiecol oqullibriUII, eate­
gulll'd tho atab1Ut:r of their ourronolee, pro.,to and eJIIIADd 
their inchletr1ee, 1ntona1t:r their asnoulturo, and dtmllop 
tho1r OOIIUHrDDl 

2. In order to o.ttaln tho obJeotlveo ot the prooe41ns 
porngroph, it me ngroed to oroate an Inter-AIIerioan l'inallolal 
ond Economic .t.dviacr:r Oomm1ttoe, 1n l'aeh1nston: 

3. The war now 1n prola'eu hae 1norea11d the 41e!'upi~~c•all 
in the chonneleot i .. _t1CIIl&l oc•eroe and the ourtal~t 
ot markets tor certain products of the A.erloae: 

4, The exietonce of eurplueee of ooa~e41t1eei tho 
oxportotion ot whloh 1s aaaential to the ooonom1o 1te of the 
oount1res ot tho '-er1oaa, 1a ooonom1oall:r, eoo1nllJ, fi­
no.no.iall:r, ond 1n other roapeota a !lAtter of' sreat taportuoe 
to tho manoa of tho popU.lat1ont and oepooh.ll:r to tboee 
groupe partio1pat1ns 1n the proauotlon and Metr1buU.,n or 
wealth 1n each oountr:r, and, tlnall:r, to tlw Oo'l'ol'lllenta of 
the entlro Coatlnont; 

5. It muet be ant1o1pated that thoee ~ffioultioe will 
ox1at aa long ao tho war oontinuee and thet 10111 of th•, •• 
well no othor new onee, will oxiet after tho war ende; 1111 

6. It 1e of poeat laportanoe that the IOODOII1D c11'nlop­
ment of the aorloan oountt1 .. be c11reote4 t owarcte a 41ftre1-
t1oat1on of their production 11114, at tho Nnl U11e, tOWU'&e 
an inoreall in their oon.-ptlon oapao1t71 

The lleoond Keettns of 111D1etlre of fvl'lllCn Atflllr.• ot 
the A.erloan Ropublloe 

2J!!l 'l'o deolaNI 

(a) 'l'hat the Amortoon nat1one oo~ttnue to aa.el'e 
to the liberal pr1no1ploe of 1nteraat1onal tra4a1 oon­
chlote4 with poaoetul mot1vee and ballet upon oqualltr 
of treatll.nt ud fair and equitable praot1ooer 
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(b) 
to apply 
other as 

That it ie the purpose ot tho American nations 
these prinoiplee l n their relations w1 th each 
tully as pree1111t oiroumatances permit; ) 

(o) That the Amerioan nations should be prepared 
to resume the conduct ot trade with the entire world in 
accordance with those prinoiploo as ooon as tho non­
American nations o.ro propo.rod to do llkowise; 

(d) That, i n the meo.ntime, the Amerioo.n nations 
shall do everything in their power to strengthen their 
own economic position; to improve turther the t rade and 
other economic relatione between and among themselves; 
and to devise and apply appropriate menno of oftootivo 
notion to oope With tho dittioultioe, dlsadvo.ntngou and 
do.ngors arising from tho present disturbed ond dls­
looatod world conditione; and 

(e ) That the American nations conold~r 1t necesso.ry 
to mo.intnin or improve tho normol ooonomio situation 
oatabliahod between them in order to assure the pre­
servation or i~provemont of tho position enjoyed in their 
respective mo.rkets. 

TWO: To strengthen and expand tho aotivities or the 
htor=Iiorioan Financio.l and Eoonomio Advioory Co=lttee as 
t~o instrument tor continuing consultation among the Amerioan 
R·Jpubl1os with roopeot to economic and t r ade matters and 
a rrangements, having i n mind oepooio.lly the immediate situ~ 
t lona whloh must be met o.e a roault or tho curtailment and 
o1nngod oharo.otor of i mportant foreign markets . For the 
pJrposo of dealing with spooinl problems, thoro mny bo 
organited subooomittooo, composed ot representatives of tho 
lltorostod countries , which should meet nt such places ns coy 
bl de~od most nppropriato for thoir ortootivo functioning. 

~: Spooit1onlly, to instruct tho said Cocmittoe that 
i . proceed to rth~:.1. th: 

( n) To coopcrnto w1 th onoh countr y ot th1 s con­
tlnont in tho 6tudy ot possible measures for the increnso 
ot the domestic ooneucption ot its own exportable 
11Urpluses of those coomod1tios which arc ot primllry 
importance to tho maintonanoo or tho economic life of 
such countries; 

(b) To propose to tho Amorionn nations iocediate 
ooneures and nrrongcmonts ot mutuo.l bcnofi t t ending to 
increase trade among them without injury to the interests 
of their reopcctivo producers, tor tho purpose of pro­
viding increas~d markets tor suoh prodUcts nnd ot expnnd­
ing their consumption; 

(c) To ot-eate instruments of intel'-Americnn co­
operntlon tor the tl!llporary s toring, financing and handling 
ot any such coc:modi tie a and tor their orderly and 
•Y•tocotic marketing, having in mind the normal cond1-
t1one ot production o.nd distribution thereof; 

(d) To dE'velop coiZIOdity orrongeoents w1 th n view 
to aesuring equitable tonae ot tro.do tor both producore 
o.nd coniiUI:Iers ot tho coeii:IO~d1~~!.!..2.!:~~:!!!~--------
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(o) To rooo=end methode tor t..pronng tho 8tM4Ard 
ot liY1ng or the pooplea of tbo .&aer1aCLe, 1nolud1ng public 
health and nutr1t1oa -euree: 

1 
J 1 

(f) To e.tabl1ab appropriate organ1tat1one tor the 
d1etr1bvt1on or a part or the eurplua or aey euoh 
oaa.od1t;r, as a human1tar1an and eoo1al relief aeaeure; 

(g) To oona1der, while theee plAne And aeCLsures are 
being developed, the dee1rAb111t;r or CL broader s:rstoa 
ot intor-Amorioan cooperative organization in trade and 
industrial matters, and to propoeo ored1t measures and 
other moasuroe or oeaietanoo which aa:r bo lmmodlatol:r 
necessary ln tho fields of eoonoaioe, tlnanoo, mone;r, and 
foreign exchange . 

FOUR: To roott1rm Resolution XIII or tho Into!'-Amerloan 
FinonOIOI and Eoonomlo Advlsol')' Committee, and to recommend 
that, in ardor to promote tho ooonOtaio dovol.opmont or tho 
American Notions under tho terms or e&id resolution, eaoh 
notion, upon its own initiative Md in oonsonanoo with tho 
program ot tho Inter--American DeYolopmont Coanaslon, eetob­
lieh appropriate enterprises with go•ernmont or priYate capital 
proYidod by two or more American Republica. SUch enterprises 
ma:r deal directly witb the Inte!'-.&aerioan Bnnlt or other 
offic ial or private credit institution&, it being recommended 
that the eaid Bank give ita eympathatio consideration to the 
poeeib111ty or granting them financial aid. 

XXVI 

vor:a: OF TIIANIB 

Tho Second Meeting or Foreign Ministers or tho American 
Republ1oe 

RESOLVES: 

.Q!!!: To express its gratitude to Hie Exoollonc;r, ~ 
Proa1dont or tho Republic of Cub&, Dr. Feder1oo Loredo Bru, 
and to hie illuatrioue Clovernment tor all tho attentions and 
oourteeiee extended to all tho delegations attending the 
lleet1ng. 

TWO: To record its profound appreciation or the et­
t1oo.oioue and aamiro.ble worlr. pertol'llled b;r His Exoelleno;r, 
Dr, Miguel Angel Campa, Prea1dent or tho Mooting ond 
Beoretar:r or State or Cube., ond or the elr.1lltul and oourtooua 
manner in which he bee conducted the dol1borat1one or the 
lloet1ng. 

THREI: To oongratuloto the seorotar:r General, Dr . Ooear 
8nloy'ii""1'dela 1\lento, and the personnel of tho Secretariat, 
tor their admirable contribution to the worlr. of the Mooting , 
and tho aaey oourtealce extended to tho ••bore ot tho 
eovoral Dologntione. 

IJ WITR88 WIIIIIIOF, tile 111n1etere of Fore1gn Affaire ot 
the Amer1oan Republ1oe or their pereonal reproeentativee, 
e1gn and eeal tho present Final jet • 
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Delle in the City of Habana, this thirtieth 4&:1' of Jul7 
ono thousand nine bundrod and fortr, in texts in the J:ngl1~, 
Span1ah, Portuguese and French languagea, 'llh1oh shall bo 
dopoe1tod 1n tho archives of tho Pan American Union, Tbo 
soc rotary Gonernl of the Mooting shall tranami t tho original 
ot the preoont Final. Act to tho Pan American Union through 
tho 1ntormod1ary of tho Dopnrtmont ot State ot Cuba. 
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Reservation ~ the BoliY1an pelegatigp: 

4. ·• Aa to the Resolution oonoerning the Inter-.Aaer1oan 

Co~ittee of R1o de Janeiro (I) : 

"The Bolivian delegation deairee that the peoullar 
ai tunt1on of i te oount17 be borne 1n aind, aedi te:l'­
roneGII ato.to lacking oonete, wboee right to tree 
tranai t boa be on rooognhad in the Convention of 
Hnbana, of 1928, on llllritime Neutrality and bJ bi­

lo.ternl treaties entered into with frontier no.tione. 
1 '1'ho oppl1co.tion of tho pr1noiplca suggeatod bJ the 

Inter-American Committee on Neutrality, in eo far 
oa rospoota internment, would signify o disregard 

ot tho rights of Bollrta on th1e subJect , which hae 
surely not been in the llinde of the o.utbort of the 
proJ oct, o.nd would load to tho donger thot, in the 
event of wor, the internment of tho members of tho 
nrmed torooa of ita country, wbo were forced to 
cross into noutrol territory would take plooe.• 

Roaorvat1on of 1b£ Ch1loan Delegation: 

5. - "Tho Doleption of Oh1lo, convinced of the need ot 
giving prdotioal application to oontinentol soli­
dori t:y, approves tho agreements wi tb the underato.nd-

1ng that Chile will onl:r assumo obligations and 
roaponsib1l1ties when tho aforementioned ~oeaente 
ctro ratified by ita oonstitut1onol bodies. 

Roeorvntion ot 1bl Qhllean Dolegatlon: 

6. - Aa to the Rooolution on Eoonom1o and F1nano1al 

Cooperation. (XXV): 

"Tho Delegation ot Chilo, o.a 1t did at the 1'1rat 
Consultative llleet1ng of Po.namai qualities ite vote 
1n respect of 1llboral pr1ncip oa of international 

trodo' to which rvtorenoo is made 1n paragraphs 

a, b and o ot Sootion 1, tor tho reasons stated 
before the Committoo whioh denlt with this projeot. 
1 It requests thot rooord of this qunllt1oat1on be • I 
modo in tho opproprioto doo~ent . • 

Reeernt1on ~ !h! Colombian Dolent1on: 

? • .:. Aa t o the Aot of Habano (XX) and the Deol~tion 

concerding Reoiprooal Aaa1atMce and Cooperation tor the De­

tonae ot the American Noti ons (XV): 

'I Yote ottirmatiYcl:r with tho atat .. ent that I 

ehall eign tho Aot of Baban& Gild tbe Doo~t1on 

oonotrning Rooiprooal Aee1atanoe an4 Cooperation 
tor the Defense of the Ratione ot the Aamoae, 

1111.bjeot to bJ ay Oon~nt and to tho 
I 
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RonorvBt1on ot tho Vone;uolBn Dolcgqt1on: 

8 . - As to tho Ao t ot HBbonB (XX) I 

1Tho Venozuolnn Dologat1on a1gne with tho undo~ 
eto.nd1ng thot the Aot ot HabonB rolBtivo to col­
onial pooaoee1one is subJect to rnt 1t1oBtion b7 
tho Publ1o Powor ot tho Nation i n Beoordnnco with 
its oon&11tut1onBl provisi ono. • 

Reaorvnt1on ot the Poruv1nn Dologati on: 

9. - As t o tho Resolution on PBoitio solution ot Con­

tl1ote: 
1 Poru acoopte tho propoSAl ot the Hn1t1nn Delo­
got i on with tho rooorvnt1on thct tho Committee 
ahBll tunot ion only Bt the r equest ot the inte~ 
eated parties . • 

H 0 N D U R A S: 

H A I T I : 

OOST. t. B I 0 A: 

II E X I 0 0 : 

A R 0 E N T I II A: 

U R U 0 U A Y: 

E 0 U A D 0 R: 

B 0 I. I V I 4: 

C H I I. E: 

B R A Z I L: 
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P A R A G tt A J: 

P AHA I AI 

0 0 L 0 Ill B I A: 

V E HE Z U E L A: 

.!J!.. 8 A L V A p 0 R: 

D 0 Ill I N I 0 A N REPUBL f O 

P E R U: 

RIO ARAGUA: 

G U A T E II A L A: 

U N I 'l' I D 8 T A 'l' E S .Q..! A Ill li R I 0 A: 

AAA1t1opal Rtetnat1on ot the Chilean pelegtion: 

Aa to the Aot of Babllna (XX) 1 

1 The Chilean Delogat1on, at tho u .. of e1gD1118 
the present F1nol Aot, .alee roeorvat1on 1n a441-
t1on to the r eservation eet forth 1n Jeater4a7'• 
Pr1Yato Plonarl seaaion, of tho r1ghte of ~o 
1n Antareuaa. 
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July 29, 1940 

CONVENTION 

The Oovernments represented at the Second Meeting ot 
Yinlatera of Foreign Affaire of the Amerioan Republica, 

CONSIDERING: 

~~ That the American Republica have formulated 
at tho Seoond Consult ative Meeting the Act or Habana with 
regard to the destiny of colonies or non-American countries 
located in this hemisphere as well as with respect to the 
provisional adm1n1stration ot auoh oolonlea. 

l!Q: That as a result of the events which are taking 
place in the European continent situations may develop in 
the territories ot the possessions which some ot the 
belligerent nations have in America• which may extinguish 
or materially impair the sovereignty whloh they exercise 
over them, or leave their government Without a leader, 
thus creating a state or danger to the peace of the con­
tinent and a state or affaire in whioh the rule of law, 
order, and respect tor lite, liberty and the property of 
inhabitants may disappear; 

.THBEE: The American Republica consider that force 
oanno~st1tute the basis of rights, and they condemn 
all violence whether under the form ot conquest, of 
stipulations which may have been imposed by t he bel­
ligerents in the cl auses ot a treaty, or by any other 
process, 

~~ That any transfer, or attempted transfer, ot 
the sovereignty, jur1sdlction, possession or any interest 
in or control over any such region to another non-American 
State, would be regarded by the American Republica as 
against American sentiments and principles and the rights 
of American States to maintain their soouri ty and poll tical 
independence; 

m£: That no such transfer or attempt to transfer 
or aoqUlre a ny interest or right in any such region, 
dlreotly or indirectly, would be reoognlzad or accepted 
by the American Republics no matter what form was employed 
to attain such purpose; 

~~ By virtue of a principle of American 1nter­
nat1onii law, recognized by various oontersnoes, t he 
aoquis1tion ot territories by foroe oannot be permitted. 

~~ That the American Republ1oa, through their 
respective government agencies, reserve the right to 
Judge whether any transfer or attempted transfer ot 
sovereignty, Jurisdiction, cession or incorporation of 
geographic regions in the Americas, possessed by European 
countries up to September 1, 1939, has the effect ot 1m­
pairing their political independence even though no 
formal transfer or change in the status ot such region 
or regions shall have taken place; 

~: 

232 

Regraded Unclassified



-2-

Ell!Hr: That 1n the caeee roreaeen, aa well as any 
other.-wnich might leave the govern.ent or such regions 
without a leader, it is, therefore, neoeeeary to eatab-
11ah a provisional atbll1n1strative regiae tor such regions 
unt11 such time as their def1n1t1ve regime le established 
by the tree determination or their people; 

233 

NI.I!E: That the American Republ1o8, a8 an 1nter­
nationar-commun1ty which acta strongly and integrally, U8ing 
a8 a basis political and Juridical principles which they 
have applied tor more than a century, have the unqueetlono­
able right, ln order to preserve their un1ty ana eecurlty, 
to take such regions under their adm1n18trat1on and to 
deliberat e as to their dostinlee, ln accordance with their 
respective degrees or poll tical and econClllll.c development; 

l§H: That the provisional and trana1tory character 
ot the measures agreed to docs not 1aply an oversight or 
abrogation or the pr1nc1plo or non-intervention which 
regulates inter-American lite, a principle proclaimed by 
the American Inst1 tute, recognized by the meeting or 
Jurist& held at Rlo de Janeiro and tully reart1rmed at the 
Seventh International American Conference held at Montevideo; 

ELRN: That this community has therefore 1nter­
nat1ona~uridical capacity to act in this manner; 

T!ELVE: That in this oase, the most appropriate reglae 
is that or a proVisional administration; and that this 
system entails no danger because the American Republics do 
not entertain any purpose whatsoever or territorial 
aggrandizement; 

TH1RfEEH: That the establishment or a special provi­
sional regime in the present Convention and 1n the Act or 
Hab&na concerning the provisional administration or European 
colonies and possessions in the Americas does not eliminate 
or modify the system or consultation agreed upon at Buenos 
Aires and confirmed at L11Da and at Panama. 

FQYRTEEU: Being desirous or protecting their peace 
and safety and ot pralloting the interests or any of the 
regions herein referred to which may tall within the pur­
view or the foregoing recitations have resolved to con­
clude the following convention: 

I. 
It a non-American State shall directly or indirectly 

attempt to replace another non-American State in the 
sovereignty or control which it exerciaed over any territory 
located 1n Amerioa thue threatening the peace or the 
oontinent suoh te~ritory shall automatically come under the 
proviaione or th1e convention an4 ehall be submitted to a 
prov1aional adlain1strative regime. 

II . 

The administration shall be exeroiaod, as may be con­
sidered advisable in eaoh case, by one or more American 
Statea, with their previous approval. Regraded Unclassified
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III. 

When the aamlnlatration ahall have been eatabliabed 
tor ony region i t shall be exerci sed in the int erest of t he 
security of America and tor the benefit ot the region under 
aaminlatration, with a view to ita welfare and progreaa, 
until such time as the region 1e 1n a poa1 tion to govern 
ltaelt or ia restored to its former statue, whenever the 
latter is compati ble With the security ot the American 
Republica , 

IV, 

The adminis tration of the region shall be exercised 
under cond1 tiona which shall guarantee freedom ot conscience 
and of worship, subject to the regulations which public 
order and good habits may deaaand. 

v. 
The administration shall enforce tha local laws ooord1-

natlng them wlth tho purposes ot this convention, but lt may 
furthermore adopt auoh measures as may be necessary to 
meet s ituations 1n wblch auoh laws do not exist. 

VI . 

In all that concerns co~DG~erce and industry, the 
American natlons shall enjoy the eame situation and bene­
tits, and the aamlniatrator is forbidden to eatabllah a 
privileged position tor itself or ita nationals or tor 
certain states. Open economic relations shall be maintained 
with all countries on a reciprocity basis. 

VII. 

Natlvea of the region shall participate, as citizens, 
1n public admlnlstration and in the courts of Justice 
without turther qualification than their capacity eo to do, 

VIII. 

To the extent that i t may be pract icable, rights ot 
every sort shall be gove~ ... by local law and custom, and 
vested rights shall be pretected 1n accordance With auoh 

1aw. 

IX. 

Foreed labor eball be abolished 1n the reg1ona wbere 

it exists, 

x. 
The administration shall provide facilities tor educa­

tion or all klnda with the two-told purpose of developing 
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the wealth ot the region and 111prov1ng the Uv1ng cond1t1ona 
ot tho population, eepeoiallr aa regarda publlc and 
ind1v14ual bJgiene and preparation tor the exerclae ot 
political auton~ aa aoon ae poaeible. 

XI. 

The natives ot a region under adaln1etration shall have 
their own Organic Aot whioh the adminiatr ation shall 
establish, consulting the people in whatever ~er ia 
possible. 

XII. I 
The administration shall aul:Dit an annual report to 

the inter-American organization entruated with the control 
ot the regions under administration, ot the manner in which 
it baa tultilled its tunctiooa, attaching thereto copiee 
ot ita aooounts and ot the measures adopted 1n the region 
during the rear. 

XIII. 

The organization referred to in the preoed1ng art1ole 
shall be competent to take oognlzanoe ot the petitions 
submitted by inhabitants ot the region through the medium 
ot the administration, with reterenoe to the exercise ot 
the provisional administration. The administration shall 
transmit, with this petition, euoh obaervations as it may 
deem proper. 

XIV. 

The tirst adm1n1atration shall be granted tor a period 
ot three rears at the end ot this peri od, it neoeesarr, 
it shall be renewed tor auooesaive periods not longer then 
ten yeara. 

XV. 

The expenses incurred in the exercise ot the admini­
stration shall be 4etrared with the revenues ot the region 
under administration but in oaee the7 are insutticisnt the 
det1oi t shall be met b7 the State or Stataa which act as 
adll1n1atratore. 

XVI. 

A ~eaion to be !mown u 'be -xnt-Aaer1a&D eo­
mieaion on 'ferri tor1al AGatn1etrat1on• 18 berebr eetabllebad, 
to be co.poaed ot a repreeentativa traa each one ot tbe 
Stat .. wbioh rat1t1ea th1a corwentlon• U llllall be tbe 
internaUonal orpnlzatlon to which thla ooll\'ent1on retera. 
Anr 001111tr, whloh rat1t1ea t.11a convention ~ coll\'ake the 
tirat meeting propoa1ng the cur in wh1ob U ia to be bald. 
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Once this convention has become effective the Commission· 
shall elect its chairman, complete ita organization and f ix 
ita definitive seat, Two-thirds of the members or the Com­
mission shall constitute a quorum and two-thirds of the 
members present may adopt decisions. 

XVII, 

The Commission is authorized t o establish a provis i onal 
administra tion 1n the regions t o whioh the present conven­
tion refers; allow such administra tion to be exercised by 
the number of States which it may determine in each case, 
and supervise its exercise under the t erms of the preceding 
articles, 

XVIII. 

None of the provisions contained in the present conven­
tion refers to territories or possessions which er e the sub­
Joot of dispute or claims between European powers end one 
or more of tho Republics of tho Amoriaas. 

nx. 
The present convention is open for signature by the 

American Republics at the City of Habana end shell be 
r atified by the High Contracting Parties in conformity 
With the!r constitutional procedures. The Secretary Of 
State of the Republic of Cuba shall transmit at the earli­
es t PoSSible date authentic certifi ed copies to the govern­
ments tor the aforementioned purpose of ra tificati on. The 
instrument or ratification shall be deposited in the 
archives or the Pan American Union in Washington, which 
shall noti fy the signa tory governments of said deposit, 
Such notificati on shall be oonsidored as an exchange of 
rat i rioetions. 

~. 

The present convention shall enter into force when 
two-thirds of the American Republics have deposited their 
reApeotive instruments ot ratification, 

Done in the City or Habana, eto. e tc , 
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..... - ••. o. 

hreopal y4 810rtl 

The Honourable 

Dear IIJ'. Secre\a17, 

I enaloae heralD tar JVQr 

peraoDal and aecret 1Dtor.et1oD a 

cop7 ot the lateat report reaeiYad 

troa London on tbe ailltar,r aituatioD. 

Belie•• ••• 

Dear Mr. Secretary, 

Var7 alncerely 7oura, 

Henr7 Moraanthau, Jr., 

United Stataa Treaaur,r, 

WaablDCton, D. c. 
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' . l!o ml Mr 'gnt. 
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J.n - •' - · but~ llf.l'e()dle4 one oll 

"fino1'7 81111 aaiM4 bts IUQ1oeton at ono~. 
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Tbere bno bean - • pol1th~ ohans .. bora reoontly, Hwaberto Al.ncre,z. 

suarez lett the W!Aiat%'7 or t ho Interior , Tho\ ie laportaot booauaa 

bo bad already aigned tbo decree dlaaolYiog Consreaa and Senate , Tho 

Proeldent waa soi a,g on • Yacatlon end eo , oonatlt.lltioaally •• Tl oo­
Preal dont , bo t osotber wltb lila radical and aooiallat ooll easuoa WO\Ild 
bno Nn tbe oollllt%'7• lil a plan was not oarrhd out boae\lae t ba bllllc 
or bil party il boslnnl ng to be arra1d or t he oooporatlon with the 

1ocloliltl and 002111llllto. There la auppoaed to be an olootlon bore 

1o l9U, and Wilen IIO:Iotlllns IIDforeaean ll.appona and lt tllla alootlon 
t oke• place, t he a1nor1ty ot the aocialiat a and oo:a\IDlat.a 1n Congreaa 
and Senate aight bo oonYertad i nto a a aJorlty. Tho taYollrablo pointe 

about tho 1lt11ation - t here are at preeent not Yery aany taYourable 
polntl about the a1tllati on - are t he t ollowlnga 

1. That t he Radloal Party roallzea l t l t coi el to elections 
nort year t he party =1ght be almost wi ped out; 

2. That t he cooperation bet~oan aoclollata and c~uniata 

11 by no aaana barmonloua. 

The ailllultaneous rea1gnat1on or t he lol1n1Bter or F'ore1gn Artaire 

lo or no &reet laport.anoa , excepting t hat Ills auocaaaor , lolr . Waroi al 
Uora , il a mora deairabla aan and decidedly aore 1ntalll gent. 

The naalns or Guillermo Lebaroa 81 Minister or t he In t er i or may be 

or conelderable importance. Wr. Labaroa ia an honest man wbo la Yery 

ant agonistic to t he aocialiata . Labaroa•a wlte Aaandn l a aabitioua. 
She cleairea to t1g11re i n ell p~ent tc1n1no aoti'ritlea. l$ot h 

Kr. and •r1. Labarca are proteeaora. The 1nfluonoo ot Are. Lab8roa on 
her husband 11 auppoaed t o be no t yery oonaiderab l e . 

. The alialnation or Al Yar e z and Salllz and tbe naalng or Gulllenoo 

Labarca e.nd lolaro1al Mora aay be interpreted ae a a:aall atep 1n the 
right direction HowaYer, t he a l t uatlon 1a still quite obacure . Tho 

ar.aed foroea are preaeing tor an adJuat=ent with t be Conoer?at1Yea. 
Dut elnce t he COY@rnaant lntende to create ne• taxati on lawa and there­

fore erJ~acta to be ahortly 1n " poei tlon to lnlpron t ho at tuatlon 
or the ana~d roroea , not t oo :ouch lnlportanoa au at be &i Yen to t ne 
tendency or t he armed roroea. What aay be laportant will be t he re­
oul t a or the prea•nt negotiation• bat~een ao~e member- or t he Radical 

and t he ConaerY&t1Yaa t o oall ott by e 2/~ maJoritY 1n ConKreaa 
the ol ooti one or next year. Tille would be quito a t eat . 

e1Jaul.tanec)utlly t he armed roroee collld bo aatlofled, thi a proJect 
probabl y be put oYer wit hout auch dtrt1culty. 

On4ar the abo• • condl t l ona, which are not clear and not Yory 

~~~~~~h~~~~·~~a::·:~r.aan propaganda baa a tertl lo t1eld tor aalc1ng t roubl e 
I! the Eabaaar 1a aa 11auel, quit• aoti•• 1n t hat clt reotioa. 

•leh to draw attent on to t ho tact t hat there oxlat a a ao- oallod 
•toatltuto Cultural Goraano Chi leno•. Tbo a aao aounda pret ty; t he 

obJect la t he ouatoa.ary one. PeO\lllarly ono11ghi Don Wlgual Cruobaga 

Tocorntl who 1a pr ea14ont of t ho Senate ot Cbi • one! o eaber or t ho 
Coci80rYil\iYo Party, • doYOUt Ca\ holt o, 1• preoldon\ or t ho • Inat1\llt o•. 
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Tbll 141\1\~\e 1• la\t.A\el7 ooaAea\14 w1\b • a .. lJ fOCD4e4 • ... elaeleD 
4e Aa1so• de .u-ta• wblob h wppoH4 to .. r.4 Gel!Uil)' • •oe­
repu\at1on• 4~r1DC \be war. lD tb1e letter laetltate \be follewla& 
aen are eatbue1aetlo oooperatorel 

General• Art•ro Ab ... 4a, Fraaolaoo laYler Dlaa, Tellez aa4 
»•••r•. Vel4ez , well kDown proJ&~aD41ete tor t he Kezle la Cblle. 
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TREASURY DEPARTMENT 

DA,.. .f.1oCu\ 3, 1~ 

Soaro\er7 MorciD~ 

Mr. eoohr... s T R 1 c T L y C 0 N F I 0 EN Tl A l 
Mr. CllrioUo, \ be OauAi&D lliJ>iohr, tol4 ao 711tor~ that OoYornor Orahaa 

~-·· of \be llo.Dk ot Callada, urgen\17 cl.oo1ro4 to bo reeoin4 ll:r the Soero\&r)' oa • 
Xooll..r or !!'wl~ """'· Utor couultat1on with Ull4or Socrot&r)' :Boll, I t ol4 tho 
l(lnlttor tho\ tho Soerot&r)' woulcl not 'be a...Uablo on Mo~, bolt \hat ho woul4 
u~ln OoYornor !woro on \'uO<Iq, I aclclocl that Mr. loll u4 I wonlcl. bo a...U.blo 
lo coohr w1 th OoYornor !owon 1t tho Socro\&r)' aicjl\ ocncohabl7 rat or h1a to v.o 
attor rocol'fillC hla. on.. llblahr tho\l&bt \be w'b,loct al.cbt bo tbo tbancoo of a 
tblr4 coun\rJ ( I pl'l-• thlo 1a 7ruco) . I ohoul4 11ko \o phone tbe lliJ>iohr oA 
Kooll..r to ChO U ODCt hoW' tor tho appoill\aODt Oil \'uo4q, 
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A>l tbo ,..,..,, of lr, ...... ..., • • ot lbo ~n.nt of halo J .... h .. tllio 

oorala& tbo Ooanl '-ral of lotoal.a , lr. lollaaaeo lal<r. We wn 1.a tua .,... 

otl ... "IIJ hofiOHI' CIMia-J.&la , - .... JoiUhf.a JoU.. tbo ....... 

- l olaal.aa -nl .... ral lo tlla oaq .., ... _l&Uft of llf.o Oow,_l 

b tbo a.u .. ltaloe. 1o pro_l .. •• u flhl lM .-nloa of takl.ac .... of 
••uolo ootut.ac ... Up&ftlac fna..., le& *18 n1U t~ lbo Jotaat.aa fl.oc, 
Jo ,., ...w.4 tbol lila .. .._... aa4 DlalM ropneoal&Ufte bow 10\ .., -

olulou 1a .... J9n lo !Aok &nor tllair nepooUft .. »lac iatoreoh. Jotoua 
h, of ~,....., 1.& a Utf•-• .. ,..,.,., oi.Me tMro 1o ao ,.l ao ...,. __ ,.,.. 

_ , ab.-. . ... lM -.,. 1o &pplftat~ loet.ac nal.l• - "' ....,t.at.~ "' 
... ,b. lt 1o pooo1~ tllat - poUU•l 1-n 1a7 llaft fl .. troa lotoaia 

lo lbl.IM - vUl --1' h on .., - oon of aa _... .... ,. a-. 

( fbi Ooanl Ononl •• 1ato- tllat w -u le ....,u.,. " -.,u.uoao 
wllloh lliPl M _.. 1.& -lt of oporMon - •-n of l otoal.aa f1ac ftoooh, 

boof'"r ao tul.o fer -...,lhe, laler, -... ole . .... _..,..., lt •• -­
plai.M4 t o .. tllat lMII .. , , vlll ,.,. ... ,~ ,_1a 1a tlla Wenora JoUopllere. 

- .. h - ,. .. nuu,. of , ...... -'-lac - .. l1oo obortor , ...... 
Ml-a low Yon ... 11'1UM porto . We ...U. oalT unn lM noUor tllal 
.,..,.,llouo eoao14oi&Uoa w..U loe cifta tMoo 8Jtl loaUoao . lt •• pol.&- out 

lllat ftnoh of ol- ....., ... -tr1oo an ._sac l o •"'" - of ..., Yon 

uter ..... u .. - • . 

Oa tbo •lhr of ,_. for llio o• otf!Ao ... &pll'\-l . lM C..nl O.aoral 

h o)rtou~ faot.ac a Utflnll oU•Uoa, ol.aoo llio noovooo oa - 11'1 

... u. Jo llao nplar~ .... ,.,.. a _l ...... hoe loloal.a ,..,.._ lila C..t.-1 

1oak of tbot _,.,. to P"7 IIi• otflol.al ..,.. .. , 1.& lbo Vall .. l h\oo. -.. 

""'"""o.t~ vll.l aov le etoppot . 1o 11ao ao At»rtlT to t..v U&no oa Ilia 

- o-l or oa tlla Jot- o.tral - · VIMa M a- u ao lo -- M 
cooll4 mv oa lohal.aa r..o 'lMioo& 1.& lUo • .._..,., w f ..... t•l M 8ft&!'O'"l~ 
11&4 •• __ 1'1,,. •• ,........ We ........ Ua, ......... tllal .~~~. ....... ... 

oa wl>la bo .-u oeanlt villi lbo -laoal ou,. - l..,..... *1M M .,.raloe. 

0.... tU,. •• - of ""'""hl• aa4 lloaat.&c, - aot ~ UI'Mllac ,.,. ~ 

ot fla4o. -f'/~ 

•• 
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llls;h 8poto of tho Wook vith tho Jbo1Uoh 

'l'ho blgh opoh of tho wok (July Z9th t o J.ucuot 3rd) with 
the l!rltlab wro: tho Packard contract: tho 3,000 plo.noo por 
100nth pro;sraa: tho arrhal of Brie. Gen. D. 11. Pratt and Kicheal 
Dowar: raectiono tro~ Colo .. l Kaxvoll and ODder Secretary Woll oo 
t o tho co11plainh by tho Britloh on o>;pe>rt control: tho ll'fail­
&bl l lty of 800 omall sun• tor role~•· to tho Jboltlob b1 tho 
lla"7; the cocr4lut1on of a Co.Dadl.u production procrea vith 
tho United Stateo Dofonoe Program, lncludins auccoatod .. thoda 
of controllinc u;pondlturoa throu;!ll tho Jo4ara1 Roaano: o.n 
nddltlonal chapter to the now foaoua lntlold rlfle atory: and 
tho procedure tor flUng prol1•111Dl':r negotiation reporto b7 the 
Br1t1ob . 

PMlau-d • ....!'unlo hM acroed t o pq a 10 ailllon dollN down 
~.Dt on the CODtr~t. lmJda•n tol4 ae Jeaae JoDea vould.A• t 
budp. Purrio hoe wrl Uon liludaon ho lot t ore, ono acquioacillc 
t o the requeet for tho 10 Dillion dolw down pqaot, and the 
other otatinc h1o dioanpolnt.ent that a co~~pl ... ntary procr• 
could not be vorlced out. budaon tull7 II!P'M4 t hat H .,... 41•­
o;>polntiDt;. Minor 4eta1lo of the contract are now belnc vorked 
out with Paclau-4. Tho Jbo1t1ab Purclu\a1nc Coaiulon 1Dfo...,4 .. 
thAt three Rolla eD&l,..oro troa Jnillsnd arr1Tod in low York C1t7 
Thuradq night vith ~41t1onal bluepr1Dto. 

3 , 000 Plo.noa Por Month Progaa.-l:rod.oen can Purrla uta 
(cop1eo of .micb aro attached) outlWD« tho coat of 1n1t1atillc 
a 3,000 plo.noe per .. nth procr-. ~produce 3,300 airtr ... a, 
5,830 on«iDDe, and 5,830 propollora per .ontb, there would han 
tO be built 15 airfr ... planto, 6 enciDO plaDtO, and 2 propeller 
pleAto, coat1nc $233,300,000. !beao plant• would eoplo7 552,000 
owplo7••• and. would aeooaaitato $646,800,000 worth of ..chiDI tool 
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oqllipMn,, Xawioan aald bo tb""«b' ~ooo dollar -=to to bo 
at looot 10 por cent too blsh. 0114or tbio pr.cr .. DO d­
wul.d bo llll4o on o:o1ot1ac production foc1llt1oo o:ocept a aiur 
l natancee. hudaa a&14 the p.rocraa va• fantaat1c u achtu 

tool ro~uiromonto alone voro appro:oiaotolr 4oul>lo tho ourron' 
Unltod St&'•• AllDU&l eapaoltr. 

J.o an ftltorna,1To, lnudoon prooonto4 o oohoao tor pr04uc1ac 
1,3?5 plMeo pu """''b at a total o>q>ou41turo or $41.5,000,000 
r'l)UOfllt1111: llpproJ:iaotolr & ~ p or Cfllt OU' ill all it-. Purf'io 
vao to diocuoo l>o'h procr- w1 ~ Morrio Yilooa aa4 Sir l!eDrr S.lt 
tbio wMk. 

Genot'&l Pr"'' IUld MiehMl l)oVAr.-Brl.c, Gen. Pratt, who wao 
1n charco or a Br1t1oh tank l>rlca4o at tho Battle ot 7laa4oro, &a4 
MiehMl Dwar, Britloh GoT...,...at tuk pro4uct1oa a>q>ort, called 
on M ~od.o:r. I llll4o arr-OMnto !or thoa to co to ~rdooa on 
Yoc!Modq 'o oDIIilul 'ho 11. S. o>q>orl.M&tal tuko. Mtor Tlowllll: 
our tanka. O.n. Pratt u.id thl1' were 1up.rior tro• the waiet dow 
but did not haTO ono1lG)l ormr or tiro povor troD tho waiot "P· On 
TbvodA,y mrlllag I tool< Koooro. Pratt M4 !)war 'o ooo Mr, l:mldoon 
and l a tor Socrotarr S'imooa, l>o~ o! whoa woro croatlr 1atorootod. 
At 1QY ougeotion, Stlaoon cftllod 1ft ()en, Kuohall wbo 1AT1to4 Pratt 
and llo~tor to lunch. I Ulldout&a4 troa Mr. lldlo)'Uol4o that tho 
MT1oorr Oooaioolon hao ftlroadr adopted oort&ln Uoao a4.....,o4 b7 
Pr&tt IUld De,.... tor uoo on our tuko. Thoro 1o a paoral tank 
Motlnc ooho4ulo4 !or 9:30 '!wlodq 100rn111C with all 1Atorootod 
putioo to bo r'l)roooato4. 

!!port Ooat rol Oo.,l&lllto.-Ia aocordollCo wi'h rour illo~ 
tlono, I 4olhoro4 copleo of ~ aoiiOr.- o1t1nc ._l&lllto br 
tho Brl tloh on oxoort eoa~l. ao wall ao oopl .. of tho Brltloh 
•:oor&lldua on llhl.Cb a1ao wu baood , to Soerotarr SUuoa, Ceaoral 
Yotooa, 11&4 Ooloaol Kuwll. S'laooa """to4 to li:Dow WIJ3 rou oon' 
1t ' " hla, but ho fluftllr brol<o down &a4 contoooo4 ho would lll<o to 

road H. 

Pirot reaction .,_ troa Ool oaol MAJ:woll vho aald that eor'olll 
l~~proToaonto ha4 ftlroadr boon aado on tho l>ule of a>q>orleDeo, l>u' 
that ho lool<od • torVArd to a otaco 1D tho doTOlop..,t o! 'ho orot• 
borond wbloh U t tlo 1aproTOaont can l>o o>Q>ooto4 lDoofor .. dolaro 
oro conoornod. • Jvtbor, bo ..... tod to l<aow wbothor ~· 'l'roaourr 
could roco-ll4 that tho Brltloh procr• bo s hon protoronco oTOr 
ail o tbor roqulr-nto, 1aclu41nc our own """'1Uono procru. lie 
otated turthor that tho J.nt;r and laTT llwl1Uono l!oo.rd all4 ~· .1.4-
Tioorr eo..1oaloa ba4 dictated ~· policr bolnc followed oa .. chino 

• 
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tool u;porh without roCIU'd to the count..,. ot dootlDAtlon. !'o 
tbio obYiouo trap, I ropl iod to Colonel Naxwoll that the Trea0Uf'7 
aerved •• a llaiaou , that I UD4eratoo4 other ~1ner.r had been 
eotebllobed to oottle prior1t1eo, 

Tho nut r oo.otion to tho cooplail>t moaoro.ndwo cAIIO in tho 
torw ot a lottor to JOU troa SaDnor Volleo vlth a report 8&4e b7 
Joo Oroo n, Without AnT attoopt t o rotuto Oroon'o 1no1nuat1ono 
and arrua-nt a, th1a .. mor~ repreatnta a pathetic attempt on 
hlo pN"t to voa ul out of a bad oltuatlon. llxcopt 1.a a tow 
minor inotanceo, be dooo not rotuto tho epoc1!1c illuotrationo 
contained i .n rq or1&1nal .....,ra.ndwo, and ho -.koo cortaia otato­
M fttt ~leb art ob'rloual.7 rldlculoua. It 7'0U art 1ntereat.lf4, ••• 
1tu }Zo . 6 vhneln Joe Green etatee there 11 no bule tor the 
?roaour:r char.:- that tho Br1t1ab c""""t o1cD coatracto with aetal 
vorldn& •ochlDor:r ...wract woro until ao u:port Uconoe boa boon 
u cW"ed, lD tho ne.rt oontence ho 64aito that tho U.noo..,. Co..aio­
eloft h.aa requeatect t uch -.nutacturera oot to lip contract• unt il 
an I"!>>rt Ucon .. hao boon houed. S1nco l aot Tuoll4.o,y, tho Britloh 
Purchalln& Corain ion hat had ouper-utraor4.1nar:r torYico troa tho 
State Dep&rtment, reeeiYing ae a aatter ot record 65 export llcenaea 
cltartd on Thurad.AT alone. J.t the 11011ont there ue no turthol" ex ... 
port cocplainto fro a the 111>1 Uoh. 

AYallabilitr of Na!Y Ouao.--Adairal ~ear hao told ae that tho 
Britiah could haYo 50 tour-inch NaTal &UD• vitb proJoctilea, but 
without povdor, ao vell ao 350 throo-1nch , 50 cal ibre and 400 !our­
inch ,50 calibre gune without _,ltion. Tho BriUab Purchaain& 
Coraiuicn baa cabled London t o find out 1t thou &unO oro dnirod. 

CAz1!41an Prodnction l'roq&ll and Uoo ot fodoral !!eaorYe by 
Canada.-..ltt.ched 1o a cop:r of a latter tro• llr. C. II, Rove with 
lil'iiicloauro o:~pla1D.lncs tho a1tuat1on otlich would - 1t 4.1tt1cult 
!or Canada t o cl ear all o! ih purchaaoo tift""' a hdoral lleaern 
!aDk account. c-. hao de'fOlopod plano tor a tr-ndoua prod...,.. 
Uon pr ouaa tor aircraft, lllloi.Ditiou, and other ouppUoo. The 
a:achlu t ool portion of thia prouaa alone calla for at loaat 45 
oiUUon dollN"a worth o! o¢p110nt, and I han tranami t tod to Kr. 
lnudoon tho tirat requoot tor the roloaao of ouch ito••· Due to tbo 
tact t hat Britiab ordora tor llaChino toolo alroad¥ absorb one-th ird 
o! thh countr:r' a anaua1 copac1t1 , and, "' tho U.YiOOr)' Co.Uaaioa 
it anxiouo to toke priorit:r on part of tbooo ordora !or our ovn 
De!enao Progr&~~, additional demand b1 Canada will create a aericuo 
aituatioa, 

• 
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.u U.. pra .. at u .. MclliM toolo .,_, 'be axporte4 to 
CIWI4& "CIIIlaoo tbq c-t 'be - 1>7 tba A4T1ool')' eo-l.aa1oa, tba 
War Depart••t. or \he liMy DepwtMII\. Oa Jul7 17th, hnla 
\old ,...,. that 110 • r o .ach1u t<olo ""uld be oh1ppad wt of 
tho coW>tl')' to lioclaad to iacraaao l!rltloh produoUoa 1>7 tho 01441-
tloll of ...., faclllt1ae , !he oul7 uchlM toela to 'be exported to 
Jaslaa4 wuld 'be thooa of t.o.dlato aD4 Yltal a.oooolt7, plua 
tbooa 11oedN. to oo.pl ota aziot1oc fao111t1oo alroa4T ootahllahN.. 

I wuld ~cah \ba trao -rt of all .achlu toelo on 
or4ar tor llr1Uoh acccnmt to Calla4a 1t \hq owtd 'be uUlhe4 
thoro, !hl.o procedve 11101ll4 loan a Mt l>al8aco of e441Uo&al 
or4oro >Oblch C......S. VOlll4 l1lrAI to place 111 U.. tJDJ. te4 Statoo. I 
hoYo vrlt\allllr, Izm4Uil outlWoc \hh oUuaUoa, aa4 I hoY• ulco4 
tho l!rlt1oh to hoYt 1D Waah1Jictoa un !ll.ooda7 aD4 W..,...oda,7 tba 
Calla41an oftlclal 'beat qDalifled to dlocuao \hlo •ttor. 

T!)o 1 . !500. 000 IUfio Stou.-Tou 11&7 or 11&7 aot recall \hlo 
otor7 vhoro cortala ac-&eloo ln lev Torlt haTO 'beoa att-tloc to 
ull tho llrlt1oh 1,!500,000 :la.tlol4 r1fieo ax-tlalta4 S\"\ao arooD&lo, 
I han followed 1 t c..ro1Ul}J' aD4 1 t h&o l>ocoao .. ro oorlouo tor '"" 
ren.tODII fir•\ I 'bt0l\U81 Lo!WioB baa 'brou&ht creat pre e.-are to bea.r 
oa Punh to l>~q thaoa rlfioo (>01>1oh aro aot a•allahlo): &Dd, 
oocoa417, bo..,uoo tho nrlouo oconto aDd I'ClbiiCOIItl •lxod 111' 1D \ho 
doal uem to t1o 1D olooer aDd oloaor vlth Waohlocton. I tallte4 
vlth IIJ'. J'oxvorth, Aoolotant Director ot tho hdaral llw'aau of In­
YOoUptlon, ADd ba oald he vaa voll acqualnte4 vl \h tho oto1'7 u 
th07 ha4 be&D at1047ioc 1t tor nor '"" ,....,... I hoYt ciYOil J'oxvor\h 
a photootat COPT of \he llrltloh l'urchaolJIC Oollllloolo11 tllo oa thl.o 
... ttor aa4 he 1o lDTOot~tlDC 1\, 

Prollalaarz l.,ot1at1on Roporto.-Ia aocordaDCo vlth tba acroo­
.,.,., 1>otvo011 Panto &D4 bu4aam 011 J ul7 17th, tho Britloh hrehaoliiC 
Coaioolo11 acroo4 to tile a rooport coYOrliiC onr7 it• or $150,000 
or .. ,.. tor wlch 1t 1o -UaUJIC. A proco41ZZ'o tor haadllac tba .. 
rop0r to hao 'be• ootahllohed, aa4, lf U tuDCUODo attlo lOilt}J', ap­
proYal or 410IIPPJ'OY&l of UIT rooport oMI>ld l>a cleared 1D tin dqo. 

tiDal located Plano Ordoro. -!he llrl tloh aro turDJ.ohlDC a co ... 
plato breakdOVIl 1>7 tJPe, quant 1t7 , aa4 011ppllor of tba u&allocated 
baluca of 4,245 plalloo ,.., \o be ordered for tho procru aD41DC 
April 1, 1942. 

PTal>J 
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1.1211 PUDa m ::G:":H r::oo:w: 
WNflOENTIAt 

1. JIIIIPIDIMI. 

fo. ot fo. of to. o! tne i:lthoa Plcnee En~,.. 
,.r Plea• ~!E B!Z1 nl!' J:l.OI 

'· &a..,. Jaa'bera 4 1:!5 500 
b. lled11111 Jaa'llen 2 300 6oo 
c. PaU'olloaw 2 125 250 f 

4. D1•• loa'ben 1 
I 

200 200 

•• PvnU 2 200 l;oo 

!. Panui\ 1 300 300 

foWl !,250 2, :;;o 

""Ill'' , ...... ( l<Y,I) 111 
hl'tll ot C0"')1th Wl1 tl 125 2~5 

!0'1&1. 1,375 2,475 

2. 1101c:.:ar (/1 r~u.nus. 

Del1•of71 ~ow 1 '!!ow Coa~ o! :oc111t1ea 
lhl1 to 1 J'loor 1 ~ I ::nuo11s o! do~ ·-· 
per I Uta 1o1oy11a 1 

t4JD.th a::uuo111 ~ .... I li\1110.- ::acme : ~IJ~ 
I ag1·rt1 1 !l"'asi• I ~~ "'*1• I 

a. A1 rt'rol:leo 1,375 15o9 159.0 47,7 127.0 174.7 I , 
b. JiQaillll 2,475 7 .o 35.0 24.5 11~.0 l}o.5 

c. P.ropeUon 2,475 1.0 7.0 }.4 15.0 18.4 

d. 111• .. u.-- 9.4 57·3 23.9 56. 5 85.4 

lOW. 33·3 258·3 104.5 }10.5 415.0 

!'~ "'' .tea \l.-1 a.ouoa (t.r.v., .t.l.t.. ) , 
la\l.-1 w-· Aftli0%7 Oocmnloa. 

J~ 29. l911o 

Regraded Unclassified



• 
1 . j!'P n.&lll PD lltWIIl l!D!!I4II 

J. II!!PAILI r. J'£.CII.l!DI • 
CONFIOENTtAt 

"51 

.l, Ai rtrw 
1. llea'7 Joool>er II .... 
2 , Jle41• I 2 .... 
3.. llyiac Joate 
~ D1.-~ ... 
5· Pllroo&U n- 2 .... 
6, I I l .... 

loW~ 

D, J1.1re]1...._. 

1)8 
:no 
1)7 
220 ., 

4.0 l!o. 
11,5 45. 
3-0 JO. 
1,11 14. 
1,1 11. 

12. 0 
1).5 
9. 0 
ll.z 

1. n .. .:""' 6,ooo-> 
2. I Oaot, A 711rc- 1,!'110-) 5e0 15,0 15,0 25,0 
a·. .._.1_ a..u.p 6o- 0.1 o. , o., 0.5 

ltell 711rt. (W.,-..rte, ...... ) 0 , ) 1.1 1, 7 4le,J 
5. 1 1 (o,11114an) leo,ooo 0, 2 o,J o. 7 II 
6. Jlropall• .,. 711rclaa 0.1 o.ll o. 5 1.0 
1· lloartap 0{1. 0,1 1.5 0.) 0.5 
s. Tal.,.. 2,""""'- o. 2 2.2 o.li 1.9 

10, w.c-- 5,000 1.0 1). 5 ),0 7, 0 10,0 9. a...-........ 2,!'110 ~ 

u . l\aner . ....... 2,!'110 
12. lllialU., ...._. 2,!'110 0,2 2. 5 0,6 o.s 1.11 
13. ..... llulfo14a 2, !'110 0. 2 1.1 0.1 1. 2 2.0 
1~. ou Ooolon • w.saten 2,!'110 0,1 1,0 0.3 o.4 0,7 
15. 1174raUo ,..., eto, 6,000 0.1 1. 3 O, J o. 7 1.e 
16. fllrllo .... rallupn 1,000 0.5 ).0 1.5 ) .5 5.0 
17. Le""Sac .... lvate 1,)75pra, o,ll ).2 1.2 ) . 2 11.4 
18, lfluoalo A lnlooa 2, 750 0,1 0.5 0,1 0,1 0. 2 
19

• h.·~·a:.!:,t;.!!!:..'-::1:·:n~,.::·'~·:ti:~lt:~rl5f::it::::JCitllt:::Jit:~$::::Js~i:~Rt::: 

PrOJ)aro4 '1171 ._Uoal laoUa (f,J',W,, ~LL.) , 
laUOMJ. hf- MfteoJ7 o..doola. 

Ju~7 29, 191to 

Regraded Unclassified
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... .. ' T" 

.J 

'·P "•m ,. WilD "'!'P 
,t · • IJI, 1 " I f• 

lo. ot lo.ot •o. ot 
Bocine• n- Jlbcine• 

hpt ptE Pl.tne -·· ptE W!· 

•• Rea..,. ac.ben 4 250 1,000 

b. llediWI BaM Ire 2 600 1 , :100 

•• Pat.ro1 Boete 2 250 soo I 
d. Din Ba'ura 1 400 400 

•• Pvallit 2 400 800 

t . l'llr.W.t 1 600 600 

C· Tr.u.-.lolY. 2 )00 600 

b. Traine ..... .lolY. 1 ~ 6QQ 

total& ),000 S, )OO 

Spare Parte (lO:C) 1n teru 
ot COIII)1.te Ul'l1te .122 ~l!l 

TOfAL ) , )00 S,S)O 

2. t:"n.rrm. 
t 

I .n- t 

Dellftr'T t ·- I fotel t 

~te t - Doplc,... t 

. .urrr .... ),)00 15 )).2 ))2 116 266 )82 

Eng1nee 5,8)0 6 1S.O ?5 52.5 240 292. 5 

• Propeller& s,8)0 2 1.8 14.4 6. ) 27.0 )).) 

a.:.iaeellanmw 2) 18.6 1)0.6 sa. 5 11).8 172.) 

'!'OTAL "" 68.6 552.0 2)).) 61,1..8 &a:l. l 

' 
Regraded Unclassified
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1 1000 PUliS P11 11011!!1 I'IIOOUII 

•• I'ACJl.lnD, 

'IIIli to 
poO' 

-th 

4 • t· I •• eo • ae,.o 
2. • I eq. a •• 10. 11.4 
3. F1)'1DC -to 2 •• 10. 11. 0 
4, Dho Booobero I I,T n . 1 . 4 
5. Plll'ollit Pl..,.o 2 •111:• I ••• 5. • • 1 • I ••• 7. AdY. !'l'aineu I • 1 1 . 
e. • • 1 • 

'l'otel Airh._ 

B. iif1Del 
l.cbt Aero . 
2. Pratt • -.J.-,r 
3 • .Ulloon 
4, L:rooai.JIC 

total~""" 

C. !:!:2fi11er • 
1. Raa1 toD-ikallard 
2. C~~rtioo-llript • 

'l'ot&l rro,.u.u 

2. Ca.lt .lJ'orc. 
lZ,oop-o 1 ~ 10 O 10,0 10.0 I ,OOOtoDa I , • • 

3. llapeo11a ~111&•• • • • • • 
'· Steel rorc . (lo<la ,Sh&tt.,Gevo) I o.e a.a 1.6 
5, • • ( CJU.Jidoro) 88,000 •• •• •• • • 
6. Prope ller Bull l'ofcl.ll&• 1 0.1 o.t 1.0 
1. e .. r1na• c,.1. 1 0 . 2 a.o 0.8 
a. ValT•• 6 ,000oeto 1 o.a 4.1 1.1 
9. Corb..,.otou 6,810 ~ 

10. llacll• toi u,eeo I I, 27.0 e.o 
11 , Starter • O...•• tor 5 ,810 ) 
12. Shleldill& BerMea 6 ,100 1 0.4 1 .1 
13. Lxhollet llqUolb •.aoo. z o.e 2.1 
14. Radiator a • 011 Cooler a a,:soo 1 0.1 o.~ 
1 S. i!ydrollllo p..po, eto, 12, 000 2 0 . 1 o.e 
16. Tllrbo luperoharaero 1,000 I 1.0 a.o 
17. Land~.~~& 0..... ltruto a,aoopro. 2 
lB. •~••1• • lrotoo l 
19. lnotr,..n\1 • .t.llto 

To~l MlooollaDooao 

CJIWI) tow. .. ••• 111. 0 ..... 
!io dot& o.Uloblo . llae ot -en-d• 1ao1p1t1-. 

•• Coot ot tooU1t1eo (epproz •• 6 ,000,000) DOt 1DOloodec1 1A \oto.le, 
.rtpared by Aeronautica l s.otton, 

... 
'ft. ... 
·~ .. . 
11 • • • 

10.0 

• 
e.a 
•• •• 

1.0 a.o 
1.1 • • l . f 

••• a.o 

1 •• 10.0 

..... 119·1 

lloUonol Detenoe J.drioor:r Caooahdon, t. P,lf,, A.I.L., Jlll,;r 21, 11140 

• 
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IIIAIID !OrAL 

Pr•pared by ,Aeronautical Secti..,, 
National Der.., .. Adrleor")' ~ .. 1..,, f .P.W., A. I.L. 

Jul)- 25. 1940 
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Pftl, 0 d Jlala ......... 
•• - .............. . J ....... ~- ....... .........., .. . ...... 

..,. w ....... r- ..... ,_ .................. ·- ~ 

., 1 ·•al tlill eaw t.- tlill ..... J a;w' l ~ • •u lfil ,.......,.. ........ 
.... ~.~. .... - ...,_ ........ - --·· l ... ''"' __ ..... 

.&1M taU•Mt a .-.. ttl ..... &a ._.,. w ..a U la ... ~ &M& ..U.S 

._ ..-na& lr tlill ..._ m a ..... ._ ....._ au"- •• &a .-aumt 
tllloreh .......... , ...... Il •• , ......... ala 1 • 

._, -·•• w lba " <- DO -. -• .. pAle ttl _".._ •• - au" &a , .... " .... .,....., ,~,.a...ut b .... 

8\la ...... M tlill...... ale, Ill If I'IJ,.,.. 1- tlill-
... r11LU• .. ttl u. .... _ ........ .wt t.- ,._, M .. ....., t1111 ..,._ 

.iNoQ' ....... Mll. lr tlill .... 'h; I k I tlilll U. •• '-1 ftl7 loU 
lal-t tlill .,.__JF tlllll U lllat sa ...,lalel &I U. lr"nllla ..._ 

IMu.,..IIJ' tlill .... _ ........ ..,.U. Jlft a JINI&II l..-ll• 
k , ._ laU-1 OU70 .......... llllal a ..,.. ttl Us S.U• • a"•e = .. 
• ,_, " u. •••'• ..,u .. ua -. .. nw •• * llltlr>l Ju na Jaaat 
ol Ita T- Ia• ..,_ ...... II U I , 5 kilt, .. - 01 Aal .... 

.. 11_ ..... ....... ... ..... ' ........ --"'- wUl .. 
\alola - ., •• - .. '' ~ .. .-~ .... 
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25i 
TREASURY DEPARTMENT 

STRICTLY CO NF ID ENTIAl 

On ""«Uat 2 1 opoa wUh lfJo. IDoa ttl t ho J'o4oral llooone Jut at I' ow York 
oo tho 4ooiro ot tho aoo..._at o~ Ucbuiotc to plll'ob.aao 50,000 011.11aoo ot co14 
\o bo .......,..,.., vUh tho J'o4oral llooone Jut ill l'w Yol'll:. !hlo •Uor hao ..,_ / 

tho oul>Joct o~ corroopoD4-o nor oonral -no. 1 r~ono4 to tho pari!Phraoo 
o! \oloua l'o. 167 dated J1>17 18 ~roa tho AloodC&D 14pUoa at tobr .. , a OCip7 

wbcoot ho4 - oaat liT tho Stato ~-t to tho J'o4oral llooorn Jut at l'w 
Tori:, 

Hr. ltnoko told •• that Will or 4ato ot J\llT )0 ho ho4 vrlUaa a 1ntor \o 

11r . o.az., 1a o'borco ot tho U(lban ec.orolal Ac&ll07 ill llw York , ro!orrliiC to tholr 

cODYil'oaUcn o~ """" 19 , aD4 lntor.liiC l!r. 0..... of tho ••- DOW roco1Yo4 thro...., 

\bo J.acriC&D Leptloa at !obran. I!Jo. laoa otdo4 that ho ro.la4o4 Hr. 0..... at tho 

roquot vhtch tho J'o4oral llooarn Jut ho4 udo ot h1a that ho prOY14o 1t vitll cer-
1ntonoaU on 1a r_...t to tho llaaq,.. M11Uo u,..,, 'lOMeii 1o t o aot ao tho 

.1 caoc1al reprooaataUn at thoU~ CloYorDaont 1n thh truoaotioa. tho illforaa­

Uoo 4u 1re4 illolll4o4 tho otahtoo ac4 latoot balanoe ohoot at tho Jioaquo MUUo 
1.11/Jwl, la :&:Dclh.b, llhOD thio uttor ho4 boac 41oCN.uo4 oa JUDo 19, Mr. OJoar ha4 

o4Y1oe4 Mr. Inoa that ho ha4 ooao ttl the data "-o41atol7 aftllablo, woal4 pro.,.....o 

ooao trca LoD4oa aD4 tho r001oi114or ~roa U&IW>idac. !Cr. IDoko hao- hoar4 frca 

ICr, OJoar .U.o tho Y1o1t ot J""o 19. llo 4ooo ut ~ool tllat tho J'o4oral llo.- .U 
con hko &!Q' otopo t-o op.,liiC \bo 4oo1ro4 pld aec:ollllt 1a tho ab-o of tho 

roqwoote4 lnto.-tlon. 1 told Hr, Inoa that a oithor tho Stato ~-t aor tho 

rroaiiU%7 Departaent hod azq precho data 1n tholr flloo vhtcll ..,u14 bo of 41ract 

auh t anco, lt to Wlllordoo4, thoro!oro , that DOthinc tu.rthor will bo dono pon41JIC 

oome wr4 to t ho J'e4oral llooorYO Jut of l'ov York froa lfJo . OJoar, 

1 u prcY141.JIC a copT at t hio --h ~. loin OOT 1n tho State Doport-t, 

1a or4or that ho 1II>T a4Ylao tho l'aar :r..t&rD DiYlolon ttl tho otaho at thio ..... . 

1'ho State llopartaOilt - 4oo1u to pn uo a little Uao to hoor frca llr. Clllar, 

before ......,oriJIC tho cabl- of JulT 18 troa ! ohr&, Sicc>o wo aro """' 1n t-h 

vUh tho u,... roproaontathoo, that lo, tho c ... orclal roprooontau ... 1A l'ov Yol'll: 

1114 tho u,... abooaa4or at !ohrac, 1t •-• IW>OCIIIU'T to work, for tho prooont 

at l oaot, thro\ICil tho 'l'u:ridoh •'baoq iB V-..h1JIC\oll. 

Regraded Unclassified



25! 
TREASURY DEPARTMENT 

....... """""' 3. 19110 

llr. Ooollroll CONFIDENTIAL 
Onl¥ two of tu alx reporUq baDko offoote4 t...,.oacUono 111 re&'hhre4 oter l111&' 

todq. !be7 ...U pvobiUioo of 1.121, 000, 111&11117 for cut ... r acoOIIZit. Of thlo ......,,, 
lol2, 000 wero actul re4 troa tll. J'o4oral P.ooone :Bonk of Jlov York. 

Open arbt otor1illc vu flrot quote4 at 3· !7-3/14. !bo - vu 14l.o throacbout 
t ho aonillco Nl4 tU f111al quotatloa vu 3·"· !bo report111&' 'bt.llb oxo-e4 or4on to 
toll 1.24,000, of vhloh 1.12, 000 wro for co .. rcial concoru Nl4 1.12,000 for foroiel1 
b&oko. Or4are to pvobiUio 1.14, 000, all for •-rolal concorno , wro alao •-to4. 

!bo otbor CIIU'fti1Cioo clooa4 ... follon: 

lwioo traDe 
Cana41an doll..U' 
I. ira 
:&.icuaark 

Tho :rol!.oral :boone :BOI1k of Jlo, York pvobiUie4 P.;,OOO lwho franco for &COOIIZit of 
t ho B.I.S. 111 lh inotrucU ono to tbo J'e4eral, tho li. I.S. Mntioll04 tut thlo t l'IIDo­
oot!on ,.. bolll&' oxocute4 for tu :BOI1k of J'ranco, 

llo 11104o tho follovillg purchuoo of &')14 froa oaraarka4 accOIIZIU: 

000 troa lllo :BrU&Illllo MaJoot7' o CloTO~t 
tro11 tu Contral :BOI1k of tbo .Ar&"ntllll llOJ"''>Uc 
'lotal 

!bo J'o4oral :a.oorro :BOI1k of Jlo, Yot!l: roporta4 tlwt tbo llank of tbo Col.oablan 
iepubllc oh1ppo4 $1,074,000 111 &014 troa Cc1011bla to tbo :ro4oral, to bo ......- for 

!to """"""'· 

Tho :Bca'bq &<>14 prlco _. oU~tl¥ lowor at tbo oqv.lftlo1>t of $33· 70. 

Spot oilTOJ' 111 lloabq _. oqulftl•t to 44.31#, off l/11#· 

/~~ 
I 

• 
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TREASURY DEPARTMENT 

Bocrotarr Morcut.hau 

Mr. Cochran STRICTLY CONFIDENTIAL 
Mr. 1'1Dunt, J1,....c1al Clouoalor at tho ll'Ui ob Mao,.., oalled on ao JUhrUJ 

eTenlD&. accoapen1e4 'bJ Mr. ll . L. llall..Patcll, 11o llrUannlo ICaJ .. tJ'• P1nano1al 
Qo:ooiuionor 111 t ho Jar •ot . I ha4 kiiDwll llr. lall-l'atcll \~or.. !ncr a 1 ..., ""' 
a balf 111 !:Dcl&ll4, ho 1a """ rat~ t o hlt tuUot 1D the Jar llaot . lie wo 0 ,.._ 
tdlat co~~eerned OY&r tho tutvo of the 8ta\111aat1on lwiU td Chl.lla, alJaeo the 
pr111C1pal tortlcD •x+omce in one td thaa &114 pan ot tho torolcD er•he""' 111 tho 
1ocont conabta ot oterllac. 11114.er the llr1Uah ruline ~tocUft JulJ 1!, 19ilo, -
1 terll.llc o&ll DOW oDl;r \o utUiaed in t\o otarllD& ar .. , &114 oonao~l7 ito 10\lll\J 
u a ouppcrt t or the Cbiuao CWTGCJ 1o loaaaed. llall-l'atcll ha4 aonUout thlo 
point t o 111'. loOJIC two taJ• .,.., , &114 the latter h loold..llc into U, llall-l'atcb bat 
io!orullJ rocoaonted that the Chinoao illftat part or all of thla otorll.llc 1a • .,.... 
aoc11t1u lllch ao tin or rub\ar vhlcll can bo ao~u1re4 in the otorll.llc area ""' thau 
cUapou ot thoe tor hart eurrencioo vhlch voult bo ot aoro uoo to tho stabUhaUon 
iwltt. l!oll•Patch tit 110t Ol!plain t o •• hov or W.thor thlo lllicbt be poulbl& UD4or 
lbe »r1Uth r oculAUOIII co11troll1n& tl!porto. llall-l'atch vlll bo 111 tow a tov tqo 
before oa111DC tor tho Jar :r..ot. 

51 nco Mr . IJal..l...Patch hao knovn Mr. JN.D Konnot 1D Juropo and the Jar Ia at tor 
u nral JO&ro, I aoll:ed h111 1n reprd t o the latter' o prount vhareabouto. lie &&14 
that he lasov nothlliC about Joan l'.onnot at preo011t. Vhu hlo Job 111 I.onton collapoed 
vlth tho o1Cn1D& ot tho l'roi>Ch-<krun ArohUoo, Joan Konnot ottered hlo oervlooo to 
tho »r1Uth ()oyonaant , but thh otter vao llot accepted. IJal.l-l'at ch toubht -thor 
Ko1111ot coulci return \o Jranco \acauoo ot hlo olou OOIIJlOctioD vlth Dela4.1er. 
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TREASURY DEPARTMENT 

IHTD ~ COMMUNICATION 

...... ._, 3. 19110 

STRlCll y COtHlOENTlAL 

11h111 ICeuro. !'boat .-4 llall-htoll, thll lattv bo1Joc tho repro-t&U ft of 
tho :BrlUah !l'rM....,. . IJl \"- 7&1' • • •, oallld. Oil • • 701hr4.1T &UiniOu, P!Jlo•t 
broucht up tho oubJeot ot whether thll Clwu>ol lol.-.to lhou14 bo bloolco4. 1 h&ft { 
Ol'laltto4 OliO -r.-.11111 of & OOil,.Oro&UOII wllicll 1 11&4 with lb-. lllob on thio 111'1>-
Joct, U VII 4&o141d. th&t P11lolllt ol>ou14 c&blo h11 pocplo to ooo ""-tbor tho 
BriUih &ro 11lhr ooto4 111 tho &lloh of thc11 111.-4o boillc fronll, It 1o u4or-
rloo4 thllt tho Patillo till fa117 h&o laportut hcl41oc co"'PPOlioo 4cotioUid. 111 tho 
Chllnnel 1 ol&l>4• .-4 th&t other oapit&lhh h&n oot up or pal. uti•• 1n tbooo 
hla.D4o to a11iot tba 111 oftl 41Jlc tun &4 othor fhoal roeul&Uou. 1 r _,...ot 
PinoDt th&t wo 11&4 Dot loolte4 faftrabl7 upon thll 7r&ll0h 14aa ot blooldJic uq 
C001lh7 p1ocao&l. 1t t ho llr1Uah nccoat to ... - tbo l>lookiJoc ot ...... f .. 
thlll 1el.-4o, .-4 wo accept thll 14•, & procld.ont would ba ootabll- with wlliob 
1t aiil>t ba 4ltf1C'Cilt to bo oolloht•t U thll Clerano oxt1114 turtbar thllir iloftolOil 

tho 17.Uto4 n11&4M. 

I 

• 

Regraded Unclassified



262 
TREASURY DEPARTMENT 

)(r, Coohr&ll STRICTLy CONFIOf.NTIAL 
llr . P.W. l.OI'07..h&ul1•. roUri.Dc heuh rt-1&1 CoWioelor. oallo4 OJl .. 

S&tW'c187 t o NIT coo4-lo'o. lie WI acco..,oio4 liT Ill'. llar<!1&l, tllo roprooG\aU n 
ot tho :a...k of hOACo lA 1.., Torlr::. !allr::liiC >11 \h ao liT \ollophou \ho proeo4lac 4q 
t r= !low Tor !<, I.oro)'-Je&D11ou ba4 eoaplalu4 about t ho a4DiaiotraUon ot ov troosiJIC 
rocuJ.aU ono. I aolr::o4 1t Ill euo4 \ o Cift M an lAforaal •-on4• on thlo llll>J-. 
Eo prooiJl\14 a OAO - uto t horoon vha Ill eallo4 , all4 I • ebwlatlllc ihlo 
u parahl7. 

!Cr. Ooorcoo Pleo\ , """vith \Ill h•eh Parehaoi.Dc lllooloA 1n lov Toril:, vUl 
eort7 on Laro7-l1MW.lou1 o writ ot J'iJl&Dclal .t.Uaolla until hl o -e••-· !Cr . Bu-ro 
.UphDD4. arrhoo fro. haneo. 

• 

I 

Regraded Unclassified



263 
TREASURY DEPARTMENT 

• 
Ina OPPICII C C IR8...CATION 

............. ,,JSIIO 

STRICTLY CONfiDENTIAL 
1a • -na•ua vlU. llr. Kant ,_ ... ..., 1 , __ ., u.t .. ...__ 

JaUOMl lui< 11M vl•Ua .....t ~ ,.U ''- - .t tl,IDO,OOO w ._ 

la tile ... -., 1931 "'.'""'., -·l"&llMD ~ ... ~1.1. , Ia *Sa 

t~oo r.ce..a1 ,.nt.ot.»M'f •• .-. .a- .r t5,ooo,ooo. n u "" s.n .. u. 

t l:lat tbo J' ... l"&l 'bn ell* nroac preeave • ,.,. JaU.-1 lui< ot ~ •• 

" obl"'llo \hlo Nnl•, •u.a•..s.c •• :pU • Uoa ea •• 1114 M14 vl\!l •• 

locl.o.-1 'llf' 'be J'aUeMl IMk .t ~. 1a 'be - .t 'be li,I,I, 

• 
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PAIW'B!Wl& or m IORUI lii.QUt:CU 

rJIOK: Aaerioan Z.baeer, Berlin. 

DA'l'E: Auguet 3, 19.0, 10 a.a. 

NO. I ~69. 

J'ROK JIUTH J'OR THE 'r!IU8URX AND roR D.EPARTIIEIIT'8 

INFORXATION. 

Dupite tb.a taot that O.raan-8w1u trade nagot1a­

t1one are reaoh1Jig teraination now, Swiee eouroea here 

eer that no propoaal hae been reoeiYed b7 the 8w1ea 

negotiatore that 8w1tzerland enter into the ault1later&l 

olear1ng agreement ot lurope under the direction of 

Gerunr, 'IIllich was toreehadowad b7 J'unlt in a apaaoh on 

the new eoonollll.o era in Europa--refer in tb1a connection 

to Eabaaar'a 3203 of July 26, 5 p.m.--nor haYa the 

8w1ae negotiators reoeiYed any ind1oat1on tbat proposals 

would be forthcoming along thle line. Boweyer, these 

Swiss oirolee state that no obJeotione would be raised 

by 8w1herland to entering an agreeaent tor aultll&teral 

olear1nga (ofteetting) _per1od1o&ll7 of blocked balanoea 

reaulting troa trade 'llll1oh h conducted on a baa1a of 

bi lateral clearing with other oountriee of Europa ae 

a transitional eolution until tree exchange returns, 

ainoa 8wit&erland would be enabled thereby to reduoa or 
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get rid ot ite blocked credit balanoee in oertain oountrlae 

by application ot thea againet ite debit balances with 

other nat1one. 

Bowanr 

• 

I 
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HoweY8r, 8Jl7 aul.t1lateral. arrangeMn~ llhlcn goea 

oeyond ~he olear1ng (offaetting) per1o<Uoally of blocked 

balanoae reaulting from trade between pa1ra of nat1ona 

and preaoribea that 1ndiTidual trade and financial p&J­

menta oan no more be made direct between Bwit&erland 

and Swi ~&erland' a trading partner a, but mua~ go tnrougll 

a Berlin clearing office and tnerefore ooma under the 

German OoTarllJllent 's scrutiny and oontrol, will be oppoaad 

by SW1tur.land and onl7 under oo~~puleion will i t be 

adnered to. 

I haTe lnrormation that pre• eura baa been auoceas­

r ul ly exerted by Germany in these negotiations t o foroe 

larger eXports or agricultural products and ma01l1nery 

from Swit&erland, whiOil Germany needa. The GoTernment 

or Swit&erland w1.l.l nATa to extend export oredite to 
hundred 

ita exporters probably 1n the amount of onefllillion 

Swl• e tranoe aiDoe it will not be pe .. ible dur1og toe 

war aa it is DoW for 0era&Jl7 to pay for these greater 

purohaaea by increases 1n ita IXpor~• to Switzerland. 

ly 1n.fonu.nta state , on tne ot.oer .o&nCl, tba~ Geraan de­

mands for auoh ored1ts are not being oppoee<1 by Swltt.er­

land beoause suon credits will foeter merOilanalae sale s 

whi ch can ' t be exported DOW on aooouDt of tile war and 

~loo.U.de con<Utiooa; also there 1a t a oit admission tllat, 

1n 
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1n order to erase the memory ot Switzerland's preYlouslr 

unacco!DIIlodating a1:'Ci1:ude t oward O.rman trade, Switzer­

l and is detin1telr pursuing a policy or economic co­

operation with Italy and Germany • 

• • 
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A etd-at wu Mile to tU effMt that I~ wu 

prertoul)' obl1sat.a to pq 1a tree true• llri•• 1'&1l1fl0' 

fl'li,ptl fol' traali t 1h1pti1Dh but DOW U~, , " ..... 

of the Ite11aa h1•• olear1q, h pel'II1Ued to ooYer thea. 

Vhea the war besaa, lh1Uaerlaa4 hall 1a Ge1'U117 a bloolte4 

ollal'iDI balaaoe of &l'Olllld 11xt)t-t1n D1ll1oa fl'aaoe. 

ID ol'4er to abeorb this balaaoe, llr1herlaa4 euooeuful17 

1adet.a that the ~•eat be •eDited. S.oau .. of the 

DIY al'l'&AI•eat aDd tU faot that whea the war bii&D 

Gel'llall7 wu able to 1aorea .. her nporte to ooaUaeatal 

oolllltl'188, aot olll.7 wu the llriu e:mhaap olala ega11l8t 

Gel'D&Qf w1pe4 out 1n the period of about three aoathe but 

a ore41 t of arouad fol't7 D1ll1oD llw188 fraaoe wu aoqU1red 

aad reta1ae4 b7 0el'llall7 . rhh balaaoe will be ut1lhe4 

b7 Gel'II&IIT for 1Doreu1q 1aporh fl'o• lht1 tzerlalld aad, 

tbroqb the Go'l'al'II.Dent of lht1 berlalld export ore41 t• 

referre4 to &boY• will aleo fUI'ther 1aoreue Upol'te b7 

about ou brr' .. mllln ews.u traaoe. 

-0 
v 

( DD OJ' KISSACK) 

• 

• 

• 

I 
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Storttary of State, 

Washington. 

733, Third. 

PROII COIIJIERCIAL A T'l'ACBE. 

PLAIII 

SHAJIOHAI VIA N.R. 

Dated Auguat 3, 1940 

Rco 1d 11 135 p. m. 

261 

Special Financial . Regarding low parity of local 

exchange ra trs as compared w1 th New York fre-e sterling 

rates as mentioned in my 731 dated August 2nd, local 

arbitrage operators cannot take advantagE this situation 

btcauae American banks in Shanghai bavt bttn instructed 

not to undertake transaotlona involving the salt of frtE 

attrling acquired locally to opcratora for United StatEa 

dollars in New York, though transactions involving stlling 

of United States dollars for fret atcrling in New York 

art permittEd . This technical handicap baa mort or less 

diaaociated Sbanghai frEE strrling from that qu.otcd in 

NEw York. Shanghai frEE sterling parity aa expressEd in 

local rates has bEEn during laat week around United States 

dollars 3. 70, unaffectEd by New York fret sterling fluc­

tue t1one , local frEt a tcrling atlling today opened at 

parity of 3 . 66 as comparEd New York frtE attrling August 

2nd at 3. 885. 

l liFOIU COilliERCE. 

BU'mlCit 

I 
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Jtcbar4 .l, Dow, Jr:., AMr:ioaa Ylco Ooual 

.t.Mr:loaa OoDII>l&te, llrv.ooola, llelci• 

lla\1 ot ~leUODI Jlal7 3), 19llo 

• • • 

.l 4eoreo ot \U o-a llUl'-"7 o.o-.. DIAd•a tor Je1c1a ..a 

lonllen ~'raMo, da\e4 Jua Zf, 19110 u4 pallllobe4 1a - Ter:or:tryr 

'bleU tv 41o 'beooh\eD Qe'bh\e ot hl7 6, 19llo, oree\e4 - luk ot 

Ie- ot ~ (:r.ioelou'bul< 111 llrv.a .. ~ le.DqU 4'11o1oelOD 61 

Jr:woo1leo) tor: \U la- of 0WZID07 111 Je]C1-. 

till daor:eo 8\e\oo _, till luk 1a 'bll .. _,e4 'b7 till lll.U\IIr7 

0 Ddlr: 111 'l'1nDO of \U •\llor:l \7 noW 1a hla 'b)" - 0 I =d• 

1a Ohlot ot - Oor:aa ~. till ~·· oopital lo tllol4 ot 

150, 000,000 Jo]C1u true .. 41rl&M la\o 15.000 ....... ot 10.000 

true a 

• 
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traDe• oacll, ot llla1cll at l.eao\ ao ,. ....... , _, lie pa14 "Pat u.. 

ti.M ot tho oohbl'"hw•t ot tho I.MUhU.oa. 

'!ho b8llk 1o -~r1.1&4 \o 1o.,. ballkao\oo 1a JoJctu h'uo 

4eDOt01aaUou &114 tho01 an to lie lepl \lll4er u the occap1o4 

torrl\017 ot JoJc1•. 1\ 1o .,.thor1oo4 (l) \o ~ a114 ooU plbl1o 

troaolll')', prorlllc1al &114 c•--•·u' o'blS.Uou *1ch taU - w1\IWI 

a por1o4 ot 081 71ar traa tho 48\o ot pvcbaoo, ( 2) to 41oc0111l\ 

'bUlo ot o~ &114 Uano CO&ftoll\114 _. •• l.eao\ wo poroou 

wbooo ooln~~q 1o m00111 to tho llallk ('b1Uo ot ucbauco .aat tall 

- withla oiz ooo•tho ot tho 48to of 410COWlt), (3) to .U:. l.MM 

aoatho. !be llallk 1o aloo .,.thor1so4 to o&rJ17 OD foroicn •%Ciwlcl 

tronoacUou with foro1cJ> cODDtr1oo. 

!be ballkaotoo 1ooue4 11r tho :a.nk aro to han ao conrage tho 

cro41to rowl.Uac trOll 41oc"""t &114 lO&D oporaUoao, cro41h of tho 

llaUoDOJ. llo8lt of JoJc1- &~~4 •foro len omht.Dce bol4illp0
• It 1o 

opoc1t1oalq le14 4Dn that U.. lattu tora 1o to 1Dcl u4e Ooi'IIID - ~ 
cv.rro~~q ao woll ao tho Bol.chatn41otllaollaochllalt ia1814 t.or tho 
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occap1o4 torr1ton.a. 
. r -

'!ho otatu\oo of tho llo8lt aro \o lie n'baitto4 tor tho lifJAo•al.-

c;; 
of a Bo1ch Cooooiodoaor. c-u -

At le•t a :porUoa ot tho capital of tho - ;;... 1o Lna 
to han llelll n'boor1'bo4 _. c-roial b8llko o,-raU.JIC 1a lloJci•, 

aota'bq tho loollto Oo81role • JoJc141ll• 

lo cnarroiiQJ 1184 'bll• 11111.14 _. tho llo8lt of Io.,.. ot -le 

ap t o - - of hl:T• 

ru. lo. e&l. 
0&4/r 

• 
• 

I 
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UID!D -- ar ••w 

!M lloaorablAI 

Sl.ra 

!he ~ of aau, 

•oiii.DPoa, D. C, 

11\h refer- to tlw .,_,q•a talAicraa :to, ~}, 

... _., 2, 5 p.a. , 1 laa'n tlw lloiiM' to t .... .t t lwr..,uh • 

con u4 -.laU.oa ot t1w Or.s.r pal>ll .. 4 l.a ,...te oa 

~ 26, .. tuac 'liP ea attica tor - lapeniaioa of .-a 

l.a 0oG~Lpla4 hni\«7· 

.. ~10-•• 

IOIIE! D. IIIIMI' 
Obarl' 4 Wtalrea a4 l.a\ll'ia 

1 ............ otOrt.r 
2. tna.WS. ot ... lAo ........ 1 

Ia *""'••• 
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laclo.,.re lo. 2 to Dte;\ch a~"7d4~Tf:l~~:iiT;-, .;~;t'3,"i;4o. ______ _ 

1<1 - 3, 1940. 

hrle • .711JT 26. 1940 

JOOUAL Ol'J'IC IlL 

CCR.Unro 'llll OiiDbS ISSU1D 11r m 11 U.lUir 
OO'Iiilat :rat JIIBIICH OCCUPIED '!llll!I!OIIr 

CIIIIIR )'(II 'llll ZSDliLISIIIIEll! OJ JJI Ol'l'ICI or llllll 
SUPDVISIOI Ill J'IIBICB OCCUPIID !IRIIITOI!r 

(JUIX SUPII!VISION OIIII:R) 

~ 22, 1940. 

_. Y1rl1>e ot t.he J>lAIIU7 poorere wbie.h ban been 
coeterred upoa u l!r tba :I'Uilnr aD4 Supreae Chlet ot 
tba o....., ADir, I cloocree aa toll'"'" 

1, 

" ottl" of llaAlc Supel"r'idoo eball 'bo eet up 1o 
lreoch occupied territor,. !bio Office b&o lte hea4-
quarte.re 1o Parle. 

2. 

Jnterprioeo whie.h proteooiooall7 cerr,y oo b&Dkimg 
operationa and .. Yioce banD (recohimg and oupp:Qoimg 
aoDq , purcbaoimg, oell1q, reoelrlq cl.epoeih and 
MMC1llc ooouriUeo tor tba account of othero) •bie.h 
ban their heed attica or place of ...,.,. .. nt 1o occu.­
pled territor,, ere eubject to the control ot the Office 
of llaAlc Bnpel"r'idon; thq e.re ob11c<td to follow \he I.D­
etructiona of the otti" of llulc SupenleiOD. 

!he Office of llulc Supel"r'idoo 1e eopeci&UT -­
t.horh..tt 

a) to e:aall» the boob aod accOUZito of tba credit 
eotallllehaeoh Rbject to ih eupol"r'ioion, ao well aa 
the ceah, .. cur1Ueo, billa , etc., and to requeot I.D­
r-uo .. ncar4inc all traooacUou, N wll N to -
iaportaot operaUou cl.epellcl.ent upoll lh oonaent; 

11) to es.aioo or require ouba1oo1oo of llalaoce 
ohaeto uc1 a-nto pertain1mg thereto; 

c) to prohibit the oarr,rlmg on of tho lluillloo or 
.,.. part1oul.ar trauaotiolll, eopec1all7 tho cl.lepooal of 
.. .,...1Ueo, tba .. ...., .. .,t of obl~Uou or c-rcial 
o~oatiou; 

4) to orcloor tba cloopooit or tba trallltor of tba 
-1Uee ot tba controlled cre41t ootallllehaeat; 

I 
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e) to w1U.U. tJ'OII aa\hor1ae4 pere- \he rlcl>t 
to KJAeMat \he CftclU .. '-llliiiiMah loll4 to collhr 
\Ilia rlcl>t 1lpOD oU..n. ' 

!ruMGUoaa eich are .,. .... , up~~~ u.. co_, 
ot \he ottioe ot llo.alt hpen1o1oo (ll a), 'blat which Ia ... 
'beea O&JT1ecl out w1\hout ih couen• are 111111 &ad ..oicl. 

e • 

.U\ar \ha Pft ... , order baa •- 1oto ettect credit 
.. Mbl1111Mah abea4J erlati.Qc oaa olll;r be eaMblt.Ucl 
upoa \ha pK'I'ioaa wrltteo 011\horiaatioa ot \he otfice 
ot lt.alt hpel"''iaioa. (!boo wor4 1 aot1 before 1 abea4J• 
wu appareat)T caiitecl. ) 

6. 

!U Qpeaaea ot \ha auper'l'iaioo are to be boraa 1!.7 
orecl.it ea\abl~ah ao auper'l'iaecl. 

7. 

!be pr'"'1o1ooa ot \hia Order do oot app)T to \he 
1t.a1t or J'raDca. 

a. 

IDtnotiooa ot \ha ta,.,.. ot \Ilia Order or ot \he 
Orclere ieaucl 1o .,..cutioa \hareot are J1DA1ehable 117 
prieoo loll4 a tioe, or ooe ot thaaa peoalt1aa. hrioua 
ottaoaaa are p>ah»bla, 117 hard labor. 

t. 

!ba pKact Order o- 1oto toroa oa \he .,. ot 
ita ~1cat1011o 

lor \he c-... nAuer 1o Chiat ot - ~. 

--
j 

.. 
• 

tu Chiet ot \ha 11111t&l7 .t.&daiatreUoo 1o J'ruce, 

C 0 P I 

bJ 

• 

• 
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TELEGRAM SENT 

PUIIIl 

:.ugua t 3 , 1940 

.J v;:,;l LEOATiotl 

COPE!nt\GEN 

RUSH. 

203, third. 

Your 447 , August 2 , 5 Q , ~. 

Trtooury odvists it will grant lictnat to Ptdcral 

RtoErvE Bonk of NEVI Yor lt author1zi ll6 thE tr:ms f tr , upon 

instructions of O:msm::tr ks National Bllnk, to o. specio.l 

frEE dollar o.ccount of dollo.r !'undo of Oansmar lts No.tlono.l 

Bank up to addi t t ono.l $10, 000 rEqUEstEd, upon r tc t i pt 

!'rom the American Legati on at Copenhagen, through the 

Deportment of State, of ccrtl !'loatlon tbot an tqulvaltnt 

amount or dollo.r funds has been furnishEd by the Dans­

:no.rl<S Notional £o.nk for D:mlsh kronEr for trtmsportctlon 

!'or rcturnlll6 .\mt rican clti zEno and thei r famlli ts to 

UnitEd States on ,\:ncr lce.n Ltgl on. 

840. 51 FROZEN CR EDITS/132 

SO: GLB : LPS 

• 

EA 

!lULL 

(GHB) 

EU 
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TREASURY O~Pkn.1ENT 275 

INTER-oFFICE COiolloiUNICATION 

OAT& August 3, 194o 

To Seoretary Morgenthau 

roo" Mr. White 

Subj ect : 011 Retineriea in Dutch Eut In41ea 

1. Standard Oil of New J ersey and the Dutch Shell each 
have a r efinery 1n Dutch East In41ea with a capacity of 
1, 000 ba.rrel a a day of artat i on gaaoli.ne of 116 octane. Another 
refinery ot same capacity (1 , 000 barrele a day ) ia under con­
Hruction. Oe.aoline or 86 octane gaa la high enough t o oper­
ate planea with ralr ettlclency. Wlth the ad41tlon or 3 c . c. 
ot lead the quallt7 or the gaaollna can be etepped Up t o 
10 1 octane. (The above 1nrormatlon n a auppl l ed by Jlr. Sadler 
or the Standard 011 ot New Jeraey vla Captain Puleaton. We 
have been able t o tlnd no publ lahed data on the Dutch Eaat 
Indies onpaoit7 ot hlgh oct ane gaa. The Bureau or Mines ex­
perts thought l t ver1 likely t hat the Dutch Eaat Indlea have 
fao111t 1ea tor produotlon or hlgh octane gas but were not 
certain. ) 

2. The Netherlande East Indlea prcduoea about 62 mllli on 
barrela or crude petroleum a year , ot Which about ~ m1111on 
barrel s are rerlned 1nto gasoline. In 19311 Japan imported 
about 2. 5 m1l11on barrel a ot oll troll Netherlands Eaet Indlee. 

( Japan waa supposed to have imported f rom all count r l e a 
1n 1938 over 36 m1111on barrels of petroleum, lncl udlng at 
l east 22 111111on barrels ot crude oi 1 , and at l eaat 2 mlll i on 
of gaaollne, and 10 aU l i on or fuel on. ) 

3. The exper t• 1n the Bureau or M1nea eat1aated it 
would talte at least 6 monthe t o bulld additional plants 1n 
Japan or Dutch East Indies capabl e or t urning out hlgh octane 
gu. 
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llubJoo\: 

c c11. { 11 e.)~ · 276 

TREASURY DEP RTME~ 

INTER..01'7'1CE COMMUNICATION 

DATa All pi\ 5, 1~ , 

lffMUYIIl181 fit llo1n11ns oon\ro1 OYII' anat.S.oa 
poo111ll, aY1at1oa 1abr1oattng o11 &ll4 t1tra1 \h71 11a4. 

lb&t 1ff1o\ t.ho J'IOIIl\ 11441 Uoa of ( a) arta \lon pool1a1 
(b) an aUon abr1oattns o11 &a4 (I) totra1Ul71 loa4 w \lie Uot 
of o..-.41\111 J'lqurtq u IXJlOl'\ l111al1 •111 baYO oft .r...-•1 
a111t&J'7 lffllt1YIIllll ..... \o bo lllllalowa 1ll Walh1nston. u 
what 1- lllJIIl'\1 NT 11 t"ll• t.ho prohlli1Uoa bal OODI1411'&bll 
otfeot1nn111, llut 1t wba\ IGlll'l 1&1 11 tNI, U 11 U.Oot 10• 
plet1l7 1noff10t1YI. !lie BUMJ'I&I o11 lllJIIl'h 11ltonhwe4 aJ'I 
ftOt 11l a&J'IIIl•t Oil lJipor\&11\ po11l\o aid a 801'1 extlll414 11lYIIUp­
t1on into 1al.e ollbJ1ot 1 1 Wal'l"&JJh4 bofoJ'I 41f11l1te oonoao1oao 
oan be 4l'alll w1Ql J'IIQIIOt to tbo lffeoUnlllll or 1netfeot1Yelllll 
ot !ale now prohlb1Uoa. 

!be oubotanoo of Qle &1 taaUon 81)poare t o bt ae f ollowo l 

I. .t.natlon Oaool1nl 

a . .l'IIIP&D bao been 1aport1na lo 11 than 1 allllon b&l'reh ot 
aY1at1on r• a Jl&l' 'bllt lba bal boon 1apol't1D.I lol'r. qU&DtU1U of 
tetraeUl7 1ell4 nth whlch obi o&D -.kl her owa a• atton po oat of 
crude o11 &ll4 ol'411l&J'7 gaool1111. I ll tbe Dlltob latt In41u tba 
Standal'4 011 &D4 Jlllttb lblll pro4uot al80ot 1 allllon barl'lle of 
h1gb-ootant gao, llllt •• 4o not lDUII Ml •oh ot lt tba7 •111 1111 
to .J'ap&D. 

11 . .t. plant w pro4uoe 1oo-ootan1 (u1K to blen4 nth ol"41nal'J 
guol1ftl to brtas u •P w 115-90 oot&DI) bao J'IOintl7 bolD oo• 
J?lete4 Dl&l' !okJo . .t.no tba r oae 11 1D proo111 of -•tNotlon. 
(llore lnfol'll&Uon oou14 bo ollto1no4 a'bollt thlo plaftt 11l J&P&D froa 
the !14ewatll' uooo1at11 1ll Gal Un1te4 lhteo 11bo owa a h&1t inter­
ut in 1a1.e plant. ) 

.t.oool'41fll to Ill'. W4J.Il' of 1:be ltan4U'4 011 of lew .J'Il'IIJ, 
(Yla Puleoton) Japea'• oontraot tor ON41 o11 nth Qle Dlltob l&ot 
In41eo prochloere reqa11'1 1al.at 20 poroeat or t he ON4e o11 4el1Y11'14 
to JII!Pan 1boulA be 4opo4 nth 1nouab tltl'al\hf1 11114 oo •• to 71114 
• ben 41ot1llo4, gaooUa1 111 th &D ootaae of 117. uool"41ns to 
Ill'. W1lUu1 &blot Ohlatot at tbo 181'1&11 of 0.1toa1, 01"141 o11 
40po4 oUb t~\1'&11a!.J1 1 ... 01' 110--.no tlu14 I&D bo 41oUllo4 to 
obt&la aY1aUoa plolllll· 
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our own proh1b1 t1 on 1a eo worded that orude oll tor 1~rt 
~ Japan 1a prea1U1abl7 not peraltted t o oontaln enough tetraelhrl 
l.ad ao as to 71el4 a high- ootane gae, but 1r Japan oan get on»de 
oll w1 t h adequate lead content rroa the Dutch bet Ind1ea her 
auppl7 or h1gb-ootane gae wlll be aubetant1all7 1noreaeed ann 
tbougn Jepan tbould not be able t o prOduce tetraetb7l lead hereelr . 

o. It 1e reported ( 1n a Ouaan aource) that Japan and 
113nohukuo prOduce arnthetlo gaaol1ne at the rate or oYer 7 allllon 
bt.rrela a rear. Bow auoh or 1t 1f an1 ia of bigb enough octane 
quail t)', we do not know. 

II . Tetraetl!J'l Lead 

Tbe proh1b1t1on on t e traethyl lead &aT or &a1 not be effeotiYe. 
The 1ngred1enta necessary for ita aanutaoture oan be obtained b7 
Japan. According to one expert, the aanutaoture of tetraethyl l .. d 
1e a h1gl:ll7 ooaplloa ted, dangaroua, 41tt1cult aft4 expena1n prooeaa, 
bu t acoord1ng to ano1her expert, 1t ie a relathal.J a111Ple one. If 
Ule expert who ola1aa that 1t oan be a1aplr aade (llr. ~ae .. r ot 
the 011 Departaant of the Bureau of lllnea) 1e correct, then the pro­
bl blt1on on t e t raethyl lead would not be aerioua to Japan, and eha 
oould make all the aY1at1on gaa ebe needed ou t of crude oil and 
motor gasoline. 

III. Artatlon lubri oat1ng oil, with a bif?!er rteoodtz lndu or 

Whether th1a prob1b1t1on prone t o be etteot1n or not dependa 
upon 12le ext ent t o wbiob Aaerlcan exporter• are w11U.ng to cooperate 
with the objeCt1Ye of the new regulation. !be expert who wrote the 
resubt1on aa1d t hat it 1e a Yerr a1aple aatter to a1x the higb 
grade o1l ln auch a waz that it could legallJ be exported and then 
wlth a1aple prooeaaing 1n Japan haTe the •1ecoei t7 reatored to hi gher 
than 85. Japan could, aoreoYer, process hi gh qualit7 lubricating oll 
1t abe baa the aPpropriate baae crude petroleua, though 1t 1a WP­
poeed to be an expanai•e p roceaa. 

IV. I epolte to the aan lbo drattad aoae of 1ha prortalone and who 
helped 1n other proYhiona in tha prohlbi Uon and he Yoluntaered the 
1n!ol'll8t1on 1bat the regulation had been drafted in 1ta preaent fora 
ra ther than in *• t ora 1n lblch 1t wae tlrat ginn to 12le Preddent 
beoauee : 

a. 

b. 

c. 

U would be t oo 41 ff1oult an ada1niatrat1Ye Job to 
require a lloenee tor ~l export& of all petroleua 
pro4ucta. 
!be worltlng aa81U1Pt1on wae tba t the aeaaure waa intended 
onl z to reatrict the uae ot planea and not of ehlpa or 
t anka or \Nolte. 
'l'houllb 1hera were ftuaerou e •aT• ot legall7 aYadlnf \M 
prohibit1on of lubrloat1ng o1l aa the re«Ulat1oll • now 
wrl ttan, the7 were eo preaeed t or t1ae tlier oouldn' t 
a TO 14 the flaw a ln 1h.e to~Wo~la. 
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.. lb'4eet. : ihfl Petroleum Situation i n Japan 

1. Jq,.n c•n IN!' l y 1eos tl:m 10 J>' rcent. or it.a retrol t!Wil r equirMen t.s 
11 oil oril!1 net.1no~ in i t.s own ,..,.u., lilld 1s t.l ere fore de·endent on out.side 
ro ot ·•·ply . 
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;, . v! tot.al J• ... anese 19 )9 i'!leor t.s , crude notroltNO ana Htel oil ~c-
•• r.ted lOr 'JJ percen~ (crude retro1oUJa 5J perce:1t, •oo t•.el oils 1.0 percen~) . 

J . l nit.ed • t.s tes exnorts of pr inoioal nnrolewo r r cducts to Jacan in 
) 1 o.>nted to 28 million barrqls ( vlll.ued ot 1,5 . ~ "'illion) , aivided as 

oll.o-..-a : 

Cr ude petroleum 5?Jo. 
~uel oils )5 
Av.!Jition 6 ssollne 2 
Cther t..asol ine ) 
Lubri ca ting oil 2 
Kerosene 1 

r.it&i ~ut.es excor ts to J a""" in 19>:- .. . ,.. al oot 12 rercent bel011 
• JG txoort.s . I n u.e first. s ix o.nt hs ot t.1 is y~tr, our ext»>rt£ to Ja'!"Wl 
•. e ~j ""erC'ent. low'!r t.ro&.n in .. he corre.epond!'l .. ouiod 01 last. j e.fr . .ow-
v•r , .;;u.,e , 191.0 exrorts are sli;htJ.y ni;J:.er an eh.if"'::em.s in .;ure , 1939 

repr~e ent r.. rl&e over exoort.s o f t.t.e ~reced1n6 !our IIOt.t..b.s . ,..t uched 
t.an•s indica te United Stat es extlOr ts to Japan . 

1. 1'he ' e t her l e.nd East Indieo , in 19)9, cxtlOrted <. J !dlli on barr cle 
l. cet.roleu.m produc ts t;,o Jaoe.n, 91 ne rcent or which w•s tuel oil . Uasollne 
&: iOu.nteJ to only 4 oercent . No lubri c at.i no oil was exoorted t.o '-'nPM (see 

<tolft ll ) . 

!•etherl r.nd t.c• t Indies ftlCD<)r ts to Japan i n l9J~ "ere below l '1J B exnort.s 

i>l only ~ percenl. . 

Regraded Unclassified



-2- Di..Uioo of lio-.aJ7 
l!aauocb 

27S 

S. It ia reoortecl (in a .,......, s ourca) t.ha t Japan and Noc:IDJaoo pro­
duct eynt.hetic ....,ol.iJW at a rata exc...U.na ? llillion bo.rrele a 7..,.. 'l'her 
i• no verlticotion of tbia report, bcw ... w, nor doaa the report ~ta t~ 
qualicy of tho product produced, 

b. Japan ' a abilicy to refine inportecl producta into aviation g.uollne 
cannot be accurately detandnecl. H..- iaporta of •viation £UOline in 19)9 
.,ounted to l•s than 1 million bo.rrela , Japan 1Japortecl only 106 tbowuond 
arrela oi ~uolina (of all typee) trw. tbt Net.harland b&et Indi• in 19)9 

tnd 600 tboulltnd barrale of aviation paoline LJ'QI the United Stetee. Her' 
V.porta troa the United Stetas in tbe iirn belt of 1940 .. ,.. 20 percent ba­
l .. tba correepondin& J:erlod of 19)9. 

Japan ia knoWn to be reti.aing a cae a nation . uoline. Sbe baa in the 
pest operated • ...,. arlation psoline plants , and baa recently cc.pletecl """ 
..., .. (one of which 1s balf-oomed by a United Statee C<aJlUIY, 'l'ictoat.er 
Aosociatoa) . further110re, according to ltr. baddl.r or the .>tandercl Oil 
C.,..,l)any, Japan' a contract with the Hethuland r.eat Indies provides tbat 
ono-ti tth of the crude petrol.,.. shiJJilente al'fl to bo doped with enou.,;b 
totnethyl load to yield geaoline exeeedin& 8? octano . 

l!oreovor, Jopan 'a imports or anti-knock CCiliDOUnOO frOIII the United Statoa 
rcae i n tho first e1x months of 1940 (over the corroeponcling period of 1939 ) 
even thou£):~ Japan's IJ!IJlOrt& of all petroleum producto doclinad. 

? , Japan' a abUity to produce aviation lubricating oil cannot be doter­
llinad . In 19)9, Japan imoorted only a balf million l».rrels of lubricating 
oil of all tyoee , only a oart of which wu of t.bo h1&11 quality nmally re­
ferred to aa aviation oU (i.e. , oU that will atond u:o under tbe extr.,.. 
beat and preseura of a1rJ)lano ""ton). 

how.-.er, •cat of tho 1ubr1catin& oil -rted to Jaoen could either be 
uaad as racei•ecl, or could be further proct8ead into a hi<;ber qualitJ. 
t.oreo ... r , J aoan baa fo.cilltieo> to produce l ubr1c&t1n• oU tr.. crude !)l'OC!ucto. 

The ..-.ur.cture of ana-t.ion lubric&tin& oil (aa distinct troll ordinary 
hbricatin& oil) depencl.e on the tecbnicol ekUl ot t.bt aanutacturers, rathel" 
than on spacial oqui,.ent. 'i'bere!ore, 1t Japan btl ad.quotely ekUled per­
son tal, it can produce aviation lubric&tilll oU tr.. ilu>Ortad crude petrole~a 
or fro• other oUa, 

8. It awear• that Japan haS been accu:•ula tinll stoCks of petro1-
producta, Her known importa ood production in 1931l aountad to over 38 aU­
lion barrala . 11er cona•....,t1on for t.h8t year, hoW"ar, •a eatilllatad ,at • 
25 llillion btrrele (Oarfiaa eetiJuta quoted in •Patrol- raote and ligures, 
1939) , 1ea•in& an a~t aurplua or lJ a1llion barrole. 

• I 

I 
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SiliUIJ'l.J, Jape-• -....,UOII 1D 19)11 WM MU.W at. 25.4 etUt011 
biJ'rele, i n can trut. t.o - 1aportoo 8ld PJ'Odlao\1011 ot ~t. )) •tJ11m 
bar,..l, (leanae • ....-plu or u-t B 111111011 barnle) . 

I t 11 ~11bl.e, 111 v1w ot U...e teet., tile\ Ule deol1ne 111 JapDOOe 
!Jtportl ean be ucr1bed t.o a <I• ire 110t. t.o 111-.e ot.oca, rat.bor -
to 11r1 dec,..ue 1n oanauopt1011. 
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Table I . 

United St.at.ea Erporl.l o! PetrolC'Ja <Jld Produet.a t.o Japan, 19)6 t.o Data 

(In llillicns o! dolhra) 

tot.al ' I All 

Petroleua I Crude Avist.ion Otber fllol , Lubrlea t.ing : Ot.ber 

and I Petroleua ~uoline Guoline y I CUe Oils ' Petrol .... 

orodus;ta ~duel<! 

19)6 2o.9 14.2 !I 2.5 9.0 2.8 . 4 

1917 4).8 22 .1 y 4. 5 10.d s.s .9 

19~ Sl . ) 29 .8 !I 8.8 9. 2 2.8 .6 
1939 45 . 4 20.9 s.o 2.9 9.9 s .2 1. s 

Firat lix 110nth8 1939 21.8 10.0 ) .0 . 8 s.4 2.0 . 6 
Second lix 1110nth8 19)9 2) .6 10.9 2.0 2.1 4•5 ) .2 ·9 
Hnt eix 10.>ntna 1940 18.2 7. 6 1. 6 1.0 ) . 6 ) .2 1.2 !J 
1939 Jlllu&r)' ) .2 1.3 .7 . ) . 6 .2 . l 

ilbN U)' 3. 5 1.8 .8 .1 .s .2 .1 
ltareb 3. s 1. S . 4 .2 1.0 . 3 .1 

A~ril :M 1.7 .4 .1 .? .s .1 
lta;y s.o 2.3 . L. .1 1.? .4 .1 

JWII 3.1 1.4 . ) if .9 . 4 .1 

Jul:r 2.9 1 .9 .1 . 3 .3 . 1 . 2 

''J uat. 1 .9 .? .1 if .s .4 .2 

Sept .-bu 1.. 0 1.9 .1 . 4 1 .0 . 5 .1 

Oetobu 5.2 2.7 .7 .2 . 8 .? .1 

~o•eaber 4.9 2.0 . ) .8 1 .0 .? .1 

Dee111ber 4.7 1.7 .7 -4 .9 .8 .2 

1940 Januar;y 5.1 1 . 6 .s .s .6 1.7 . 2 

February 2.4 1.0 . 2 . ) ·5 .4 ~ I.:IU'eh 2. ) 1.1 .2 .1 .s , f. 

1 .1 if .1 .s ·'· .2 
1. L. . b .7 . 2 "J/ 
1.4 . l . I' .1 . ~ {,/ 

Au J ... t 7 .t 
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Table II. &llporte ot Principal P.t.ral- rz.o=cte .t:ra. tM .. 
ODiW Ita- and tM Netherland laet lnd.iN to Japan, 19)9 

(111lliODa ot b&rrela) 

1Unittd S!*••N•tblrltgl Eaat lpdi!! 

CNde petro1-

.l'fia~OD iNOllne 

Other IIU01ine 

Ou oU and 11le1 oU 

Lubricating oil 

Total 

16.1 

. 6 

.s 

.1 

9.9 

----&.1 

28.0 

11 
.1 

.1 

2.1 

-
2.3 

.luc."llllt s, 191.0 

• 
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RTMENT 

TO 

Subjeot: 

TREASURY 

INTER-oFl'ICE COio!lo!UNICATION 

Seoretar:r llo~enthau 

llr . Wh1h 

Reduo1ng the Suppl:r or 011 A?a1lable to AggreeaiYe 
Countr1ee. 

·l. Gerwan:r, Ital:r and Japan together produoe 1n areae under their 
control l eu than one-fourth the1r a1n1aua nuda. '1'he:r oan get 
adequate auppllee or oU troa onl:r tOW" eourou: (1) Rouaan1a 
(2) Unlted Statee, (3) Datoh Baet Indlee, and (~) Lat1n Aaer1~. 
Oll troa the Hear Eaet 1a not a?aUable to thea, and oll troa Ruu1a 
e1ll be a?a1lable onl:r 1n ea&ll aaounte and onl:r 1t Rouaanian o11 
cont1nuee to tlow to Geraan:r. 

'1'he Brit1eh, Dutoh and Aaer1oan o11 1ntereete aaong thea con­
trol ?1rtuall:r all the oll -- exoept Ru .. 1an, Rouaan1an and llexioan 
o11 - - produoed 1n theae araaa. lloreo?er, a large portion ot the 
Dutch ooapan1ee are owned bJ Brit1ah etookholdtre. Inaeauoh ae the 
1 l eg1t1aate1 Dutoh Oo•ernaent ia 1n England and ainoe the:r preeua­
ably are et1ll all1ee or England, 1t 1a poee1ble without a1litar:r 
meaauree to el1a1nate the aalea or petroleum produota to aggreee1?t 
oountr1ee troa areae oute1de or Ruae1a and Rouaan1a. Poae1bl:r our 
control o•er Dutoh runda oould be a raotor 1n proaoting cooperation 
ot the Dutoh Shell. (Netherlanda haa aaaeta ot alaoet $1-172 b11-
11on blooked 1n the United Statea -- alaoet $4oo a1111on ot whioh 
belong t o the go•ernaent and Central Bank.) 

2. Your propoaal waa that the United State• oonaidar adopting the 
fol lowing oouree or aot1on: 

(a) Let the Latln Aaer1oan oountriaa euppl:r lnglan4 
and Canada nth all their naede; 

(b) Abeorb the reaa1n1ng exportable aurplue or Lat1n 
Aaer1oan ooantriee; 

(o) Control export• or all petroleua produote troa the 
United Statea to all oountrlee on the groanda that 
we need to oonaer?e our own o11, and lioenee export• 
to thole areal and on thoee it .. e 1n aooord with the 
obJeoti?ee ot the prograa and eo tar ae ehould pro•• 
to be pol1t1oall:r reaeible. 

The adoption or euoh a prograa would 1n•ol ?e an expenditure or rroa 
•250 to tlloo alll1on a :rear, depend111( upon the aaount or exporh 
that oould be 11oeneed whlle et111 adhering t~!h• pr~!:!;•:_::i::d. 
the or ooneer?1.Dg aeeded euppl111. An expen ure o 
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during the ooaiDg Je&r would be adequate to re11oburee the o11 
producer& tor anJ loee theJ •1&ht eutter through curtailed toreigD 
aarkete . fh1e would include the retineriee and prooeeeore ae well 
as the crude oil pro4uoere. the neoeeearJ oorollarJ to euoh pro­
posal would be arrang•ente with the Aaerioan, Br1thh and Dutch 
ol l lntereete not to expand their production in Latin Aaerioa 
beyond current output. 

In pureuanot or euoh a prograa, in eoae oaeea 1t would be 
reul ble to ourtaU output or Aaerioan well& bJ oloa1ag eoae ot 
thea, but 1n other oaeee the oU will have to be etored 1n addl­
u onal bull t tanka lnaeauoh ae eoae walla cannot be a topped troa 
DrOdUOing Without eerioue deterioration. In e1ther oaee, the pro­
ducer would ha•• to be reiabureed to eoae extent. (An arguaeat 
tha t can be ueed to encourage oU producer• to cooperate ie that 
world oon.uaption ot oU under preeeat oond1tione ie lees than 
would be ooneuapt1on attar war oeaeee. Hence, the 1noreaeed eupplJ 
reeult1ng froa a 1 A.AA oU prograa1 will not be ae bearilh on o11 
pr1cu in the future ae aigbt at fir at appear.) 

there are wa1e in Whioh the coat could be reduced - bJ eub­
a141z1ng ooneuapt1on, bJ the antioipated expane1on of doaeetio 
market reaul t 1ng from our detenee program, eto., but no lll&tter What 
was done the coat would reaa1n over ll/4 Dillion during the next 
year. 

Conclul1on: 

Then: 

Your proposal may be stated in the following brief teras: 

2. 

3· 

4. 

1. 

It the United State• - alone or together with Great 
Br1ta1n -- ie willing to epend 125 to 135 a1111on a 
aonth on an oU ooneervation progru, and 

If the Dutch and the Britieb will either deatrcJ their 
welle 1n Dutch Eaet lad1ee, or embargo o11 ex-porte ex­
cept to Brit1eh areae, and 

It Rueeia oouid be 1nduoed to take over the Rouaanian 
walla, and 

If England would concentrate and extend her bombing 
attaoka on German oil producing oentere; 

I 

Japan will have to eue tor peace with the Ch1aDg-l&i-8hek 
Governaent 10 the verJ near future 1naeauob ae without oU 
reeervee her a111tarJ operation• would be gravel¥ baapered. 
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2. !be .Japaa••• a&'t7 •Ul ba 1a ao poaU1on 1:o aadenake 
anr ••• •••'-"•• aa4 heaoe ber aUUu4a 1:oar4 '1M 
UnUe4 I"•'•• wov.l4 aa4arao aa abrup1: obaJIC• tor 1:be 
be1:hr. 

GeraanJ wou14 be 1a a 4a•perah pU.pt to ooaUau 
t1pUnc. She •leh' alHt to utU1&e ber r-1n1, 
nppl1 .. 1D one 4aapera•• atton to break tbroup be 
blook&4a. Bhov.ld noll a •••ture tall me 1101lld per­
foro• be oa.pelled to •••It peaoe; ahollld U auooee4, 
U would be 'beoau•• aile would ••ooeed 1D &DJ oue. 

Altogether, a r1alt ot t25 - t'5 a1l l1on a a oo1:h oa \he part 
or tbe UnUM 81:aha ••-• lUte a tr1tl1DC pr1oe to 1187 tor a 
gaable mere tbe •tab• are eo h1ch and the ohance ot w1DD1q eo 
good. 

285 
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Vh., ICr, Pl.aoat haa414 to •• )'eot-.o- onai.JLc \U .. ......,. •-..4•, 11e 
aako4 that I }li.llc ~roo!1!&117 to the att•Uoa ot Sl!t * •- rith "'" 114p1 
that t he latter aa7 - tu t o craat aoae reuat t o tile lrtUIII a--t -­
wr Cuttoao rocW&Uou. ICr. Pl.aoat uplal.ao4 that \U Oo.ero1al S.Oro\&17 ot 
tbt !rlUob Ja'b&eq 11114 41ocuno4 tho lllbJoot aathr ot tho_,_ with 
Xr. Johzaooa, our Cult•• c-l11lour, aa4 thot be wnl4 abo lotora ._ohtut 
Secrot&r7 ot State (Iraq ot tho ...-a &loa of tblo tuooU on to tho h•...,.. 
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Aa tha u.s. Oo'fel'llllent Will be anre 
ft. M. Oo'fernaent ha'fe aubaltted to parlieaen t ' 
propoaala tor the iapoai tloo or a tax 1n real)eot 
to purohaaea or c ooda t roa 111\oleaalera. The 
ettect or the propoaala wil l be that the tax 
will tell upon purobeaaa ot cooda (qther than 
thoae epeoitio&lly exempted) b7 re\allera troa 
manutacturere or wholaaalere. Belee tor export , 
whether by aanutecturere or wboleaalora, will 
be tree t roa tax. 

In truing the propoeela B.M. OOWI'IIIIen\ 
ha'fe naturally paid reprd to pro'fUlco or united 
Statal law relating t.o nluatlon ot aoode tor 
aaaea•ent or ad 'felorea duUee but \bey ere 
not eaUetled the \ •• United Btat11 lew atanda et 
preeent there JU.7 no t. be oaaee 1n which it. JU.7 
be clalaed tha t t.he aaount ot t he proposed 
purobeea \ax lhould tora pert. or t.he n lua upon 
which dut.iee wlll be aaeaeeed. &'fen it aucb cl alaa 
were not Ul)held b7 the Cour\ a the 1nter'fen1ng 
period ot uncerteintJ would cauae 1apedl•nte 
to t rade. To H. 14, oo vomment it eppeare 
inequitable t ha t a tax euch aa the tax 1n queaUon 
which doee not enter into t ho ooet ot produc tion 
ot gooda i n the United Kingdom should attrac t 
i mport duty. Moreo'fer eucha result would be 
'fer, aer1oua at a tlae when i t i8 essential to 
proaote u porta to the ut.aoet. 1n order to provide 
meana tor paying tor aUDi U one e nd other eaaen\1al 
requireaanta. Should the u.s. OO.,.rnMDt reel 
t ha t the teera or H. 14• OO'fernaent ere w ll tOWidad, 
the:r truat that the u.s. oow maen\ will ccoaider 
nth a;rapetb;r whether the axieUng law coul4 b e 
aaended 80 ae t o reao'fe t he 1nequ1 tJ to which 
attant1CD 1• d irected abon. 
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Storrtorr or State, ~· 

Waahlngton. 

2111'7. Auaua t 3. 

llonthly Eoonamto. 

PLU• 

LoDiloll 

~ted Aupt 3, 1~40 

Reo ' d 5t&& p.-_ 

Brltlah toonoado .oblllaatlon ln All atotlona of 

industry trade, finance and labor continued activtly 

during July. C~aorr powcra ovalloblt to Oovn"Dilmt 

ln thla fltld have ... rver btcn invoked aparlnglr, rtllanot 

bring plootd 1n voluntary cooperation tor a' poaalblc. 

Problnna rlelng national rxpcndlturr at lroat partially 

mtt by lnorraaed taxation in inter~ nntrgcncr budget, 

third oinot btginnlng war, and by additional mtaaurta 

including vigorous savings oaapalgn to rtatrlot civilian 

oonaucptlon and private expenditure. Ocacrally, production 

r:sarntlal auppliu contlnuu expand but output ordlnory 

consumer goods tending progrcul vcly downword 1n linE 

with varloua ~EQSur£8 to rcatriot olvlllan consumption. 

Eatabl1al'lncnt laduatrial Capo.oity Co;sittu under ob.o.lr­

manahlp Parll~tntary Seorctarr to Mlnlatrr SupplJ 

announced at end of 1110nth. Arta boQrda ln £Doh clvll 

dcttncr reston ooapoatd of reprcarntotlvco nnplorcra 

hbor and pvl:l'llamt supply dcpartllcnta will tunctlono 

unclEr 
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-a- 2637, August 3 troa London. 

undtr otntro.l oOIDIIIS.ttEE to oaaht in wat tfftotlvt 

control ond util1zot1on 1nduatr1ol oopocity, plocing of 

govtrnmtnt contro.oto, ndvior on quutlona or priority, 

o.nd on other problEma o.riaing t'rom chD.ngcovcr or industry 

to l'ltlr bo.eia . Ro.ilwny opcro. tiona abowtd aomt ovcral.l. 

improvEment during tlr3t bnlt yto.r due lllD.inly lo.rgcr 
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volume freight trartio, partly higher treigbt passenger 

ro.tta . RtvtnuE po.ssEngtr tratf1o rcportt~ bElow normnlo 

Do.ily o.vtro.gt postal rtotipta June 1~ t.!.,:o1:!' t:10n p-tet:ding 

June but ~lowing for inoreoatd rotca vclumt c! post~ 

troffic obout one third lowcr. DEclinE o! about 7~ 

compo.rtd Mo.y ottr1butcd portly to rcduotion in circulars 

rcsult paptr coonomy co.mpo.ign. Wholcao.lt textilE tradE 

indEx June including domutio aport tro.dEo obowa progrcaa­

ivt aubatontio.l dtelinE ~o 97 June (1937-100) tram 152 

lllo.roh rctleotl.ng loss normo.l crport mnrktt3 o.nd rEstriction 

suppli es tor do::>Est1c eonaumption. Bonrd Trndt o.nnouncca 

oontinunt1on ntttr StptE!!Ibtr 30 or current ordtr3 limiting 

suppliEs of cotton r~on and linEn piECE goods o.nd madE 

up goods tor oivilio.n homt tro.dc. Supplies during 9t:riod 

OctobEr 1 to Uo.rob 31 will bt rcotr1cttd to following 

pcrccnto.geo of oorrEspond1ng quontitito supplitd in smlt 

pcr1od 1939-40: cotton thirty atvcn ond holt, royon 

oixty aix nnd two tblrda, linen twenty five . P £\1 tol'IIUll. 

cbnngu 
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-~- 25~7. Auguat ~ . tram London. 

ohnngco in ~po~t ~cstriotions but in practice gcn~nl 

t~cnd v1ao towa~d st~iotc~ cont~ol all bilpo~ts oth~ than 

those considered directly essential to wa~ effort. Ncu 

export ~catr1otiona during month rclntcd mainly to ~ndt 

with continental and North At~ican areas chiefly Frrunoc 

and French territories which for purposes commc~clnl 

reletiona gcn~elly now t~eeted by Bri t ish autho~itics 

as enan, territory. Prohibition of jewel~, exports intend­

ed p~cvcnt evasion o:cbonge control, orig ""1 l)'ll'Ohnae tnx 

bill r~lthdrann ao anticipated although rtn~Eo to.x p~o­

pooals incorpo~ctcd in na1 finance bill publler.:d end 

month follow in gcn£rlll Unto of o~iglno.l blll . New 

tax 17hioh io c:<pcctcd b ecome etfcotivc lllthln mont h or 

tr~~ la intended restrict civilian consumption no r~tll as 

p~ovidc additional revenue and will apply wide ~nngt 

consur~ goods ct rate ot one third on luxuries and one 

3l.xth on other good:! , on .,boltonlc prieta rcp~csmtlng 

npp~aximatcly 24 and 12% respectively on rct1111 prices 

but r.ith exemption to~ food, fuel , public utility,o crvices, 

children' a clothing end goods already highly to.xcd, nm 

mnch1nt~y and plant control o~dtr nddo voriouo clnoslfloetio~ 

to existing llot of mnohin~y end plant supplying o~ ncq\11~ing 

ot which io p~ohiblted except under Bonrd Trndc HccnsEo 

Clenronoco from b~ne ot unmenuto.oturcd t obacco ore made 

subject 

¥ 

I 
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subject to Uoen.ac under Board Trade order ctrcctive 

August 1 . ~hilt it ia orticially txplointd that at 

present license~ uill be iaoucd for quantities roughly 

equivalent to current rotc or clearance and that order 

merely provides moohincry for restriction if end uhcn 

required, ocpnratc announccncnt made that leading tobacco 

manutocturera in conjunction uith Boord Trade have decided 

to restrict tobacco soles during August SeptEmber by 

1~ ot aolts o year ago. Prieta staple oonsuccr goods 

and services tsptcinlly toodc and otfioiol coat living 

index continue to shou comparatively smell increases 

after nEarly year wor conditions due vigorous government 

notion including centralized purchasing (for exomplt , 

onnounccntnt just made of oa;rccncnt to purchase duri ng 

current ccrcol year additional hundred million bushels 

Canadien wheat otattd ·to be largcot purohoo£ ever 

recorded) otficinl price controls ond some government 

oubatdi.ts . l'l'boltsnlc price i ndexes hove riocn 1:10re 

rapidly ond retail prices ot scm1-otaplco nnd oomc goods 

norDolly considerEd essential ouch a3 ioportcd trtsb truits 

hove risen ~r t sharply indicating probability progressive 

and poasibly more rapid increase coot or living g£ntrally. 

In oomc cas co prices hove be en maintainEd but ouppli cs 

much reduced, for cxrunplc, £8SS increasingly ocnrcc nnd 

so11t imported c:mntd good:J practically off Jllllrktt . 

Rising coots for persons i~ ~nrginol 1nco=c olo3s£s being 

, pe.r t1nllJ ottut. ·· 
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l)l!rtiallr 
ottoet by spcolal meo~urto ouch oa provioion tree allk 

!or young children. Indicative o! r1o1113 trnding costa 

is oddit ionnl lncrecae t!!tctivc Auruat 1 o! 5~ on rates 

and ohargca by port of London authority. Following 

sEveral t&l'llll' increase, unEI!Iplo,mmt cont1nuu dcer&aac 

and spcc1~ ~uing panels act up in turth<r e!tort 

absorb unEmpl oyed. Minister Labor announced Auguat 1 

!ormation international labor branch that Uiniatry to 

cobllhe !or industrial Employment allied aod tr1eruU7 

foreignErs in United Kingdom. Loss continental trade 

and trade a!tcctcd b7 continEntal changes reflected in 

value decline 13~ imports 2~ exports reEXports June 

co~pared Ua7• Largest import decrease was in raw 

tftattrials , mainly oils oilsceds nonferrous ore scrap 

and ttxtilt materials otbtr than raw cotton which 

showEd littlE change on month and sharp 1ncrcase oVtl' 

June preceding two 7ears. In toodstuf'ts group, sub­

stantial turtbEr declines imports dairy produce treah 

292 

fruita vc~etables beverages unapecit1ed tood products. 

Latter chances a:1d smaller imports bnrdwarc Electrical. 

equipment and textile 1 ca tiler md mlac rllancoua .w.nutnctur ca 

also show nrogrcssive effect import restrictions. Export 

dccreaota distributed all classes ~nnutactured goods with 

shipunta btvtragca coal nlso lower. Export drivE tor 

rEIIIOining markets 1ntcnsit1cd during Jul7 bJ mtana increased 

allocation 
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aUoootion ra., llllltErial.a to aport induatr1Ea, t'urthEl' 

restriction domtatio civilian consumption, a:tcnaion 

number ond activity commodity export groupe and txttnaion 

oot1vt government support illuatrottd b1 rormntion aptoiol 

cotton tLXtilt export company under ott1o1ol auapiota 

and b1 apto1al publlcity caapo.lgn in tootoriu atruaing 

1mportonot or EXport trodto Six montlul O:Otall mtrOhandia a: 

imports ovEr a:porte 1>343, 4301 000 aga1TUJt IaJ.83, 368,000 

and 8203 1 616, 000 soot periods 1939 ond 19~ rrspcctivclyo 

This growing dl.spority morE opportnt than rcn! however 

to extent that i mport tigurta include troneportation 

lnsuronoc costa which art now tar hi(lhcr than in preceding 

1core ond which a .. orut chiefly to Britioh intcruts. 

INPORK COl!MERCEo 

I(EJI'IIEDY 
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Al.Elll\AS2' , 

VIC!!'( 

219 ~ird 

• 

T E!£ GRIJX SENT 

Your 202, July 30. 

PLAIN 

August 3 , 1940 

TrEasury hus l ool:Ed into the l.l!lttcr llld the Irving 

Truot Oomp::my h::.s no 1nfonno.t1on llith l'tgo.rd to the 

tro.noo.ct1on in question. 

CA : PL: Ef.S EU 
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Al.I.EUBA88Y, 

l.lEXICO. 

248 

• 

TtLEQRJUL SENT 

Your 286, July 30. 

' 

PLAIN 

August 3, 1940 

Treasury advisee as follows: QUOTE The French 

Ameri can Banking Corpore.tion o! !lew York has filed a. 

number of applications cover i ng speoi f i o transactions 

on behalf of Cia Mi ncra 0<1 Bolco of Santa Rosalia., 

Lo,7cr California. Such applicat i ons have been handled 

promptly and have been a pproved. 

On July 13 a license was crantcd to the Chase Nati onal 

Bank of l<cw York frEeing one of the accounts of Jran 

Hermance of lkxico City. Subsequently anothcr a.pplio3t1on 

was f iled wi th respect t o anothcr aooount of Jean Hcrmanoo . 

Author i zation is being sent to the Federal Reserve Bank 

to free this account also. tnl~UOTE 

EA: FL: EHS 

HULL 
(BL) 
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.t.S PIA Ill 

•M'DO•ssr, 

IIIXICO. 

To'lll' 285, JulJr 3() • 

'1'r ... W7 a<b'laoa aa tono .. r Q!Jon !be rr.Deh !Mr1ca 

D.nld"" Corporation of ••• York h .. f1le4 a nuaber ot e!'J)l1ca­

t1ona conr1J>c apec1t1c tranaactloot on bebalt of Ola lllnera 

Dol Boloo of Santa aoaalla , Lower Calltornl._ Such applleatlona 

hno boon han4la4 pro10pt~ 0114 ban bean a ppron4. 

On JulJr la a llcen .. waa C1'&Dte4 to tho Chao• JaUonal l!elllc 

of Kew York freeinc ooa ot the accounta o! Jean a. ......... ot 

llez.ioo Olt7. &ubaoqueot~ &Dother appllcaUon • •• fUo4 with 

rupect to uother account of Je&D lloo"""'oa. .t.uthorhatlon Ia 

be1J>c aant to the Je4eral aaaern l!elllc t o tree thia accocat 

abo. ~OI'J 

t.t.r J'L I EBB 

h4 

... 

Jltli.L 
(liL) 
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1'01 Searet&J7 Jlorga>tbau 
llllJI I ... • Qutcill 

I called the Dl.viaim of Control.e of the State 
Deper-..t att.er taJirlnc t.o ,.... m the pboo>e m Satur<~q • 
.... All4ll of that Dl.viaim, .Usiat.nt to .... ar..., told 
• there had been no gau~r&l. c1111cellat1m of Ucens .. 
aubaeq-t t.o Ju:q Sth and that thou1111c11 are at1ll out­
•t.lllld1Dc· Be said the Dft cmtrol of atratagic ll&teriala 
clid not affect at &l.l the Tallcl1t7 of Ueenaea under the 
Neutrolit;r Act. J. good many Ucenaea that were outatencl1nc 
Jul7 5th had been cancelled but these were 1nci1T1clual cuee 
and epeci&l circumstancee. J.e en inetance 1 he eaid that 
of courae Ucensee gr1ntad for export t.o J'r&Doe had b.., 
cano&l.led. These had been eent in tor canc&l.latim either 
b7 the aport&ra or b7 the Colla ot.ore . There are other 
0&8 .. in which aporters h..:! Yol\11\~ llll'Z'Cldereci 
llcenaM. 

• 
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• !Ah . Klott: 

This is the copy of tbe speech wr. 
~ton made Sundar. The Secretary told 

lir. Gaston this morning he would be 

interested in seeing a copy. 

\ 
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A44H•• of lleften .1. a.n-. A.,.letat SeoretU7 of ~· 
~. at \lui •- Tol'tlc Wor14•• J'alr-
Cout Clul"'l !1.7. ~ ........ , 4. 1940. 

Aa WI _, to oalobrate \llo ODI budre4 ud tlfUotll. 

aoal~erear.r of tll.e oreatloa of \ll.o old .. \ aarl tiae ara ot ..r 

IOTe-t, \llo ~Ue4 8\ahe Cout Ga&N, '" oolebrato o~er 

nta\e 11104 o\ller aattera of croater _, 11104 4eoper als­

altl-oe. 

lcna4 liJI 1a tluo U atorJ> ot ~~ Coeat GaaN l• t1uo atorJ> 

of tlul ~ of a .laUoa 11104 the 4enlo-t ot .., ldeal ot 

belief tluot ... a&J' ralo tll.elr attalr• euooeeefQllJ oa t he 

bade of n .o 4ootr1ae that oel)' b)' " .. -··· 11114 tllro11P 

tho trill o t tile people 4o sPTeJ'IIIIenU derl'U Uelr Ju t po'nrl. 

'rbo l1fol1ao of tllo Coeet ~ lo a tb.roa4 that lo 110~• 1ato 

a ...-aor po"om, ~· "'""ra ot tllo o~lutioa ..,4 t ll.o ez"OW'Il 

ot \lui '1'roa.ov7 oa4 t1uo wllolo orpalsaUoe ot ~· Coeet OUr4 

1a o.s;pnoelaC O'U cratltlode ~at tllo Wow Tort Worl4' • J'alr 

hal olloac t o b.oaor b)' a apeolal dq ln tb.lo croat porado of 

ne procra•• ot ... 1r1 a d tb.lo orpa1sat1oa whloll. lo 4note4 to 

ne Hnlll of OliJ' people 11114 tho OlniOI Of la....U 'J, WI 

raoopise a epoolal fltaooa ill \hlo aouoe. 

29S 
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fto lal~ ot \ba Cou1 Qau« la 1a lllala"'" 0 lal~ 

ot ov •auoa. 

Ciao la-u.4 u4 tltq. 1M>'• 1a • ellon pert.o« 1a \ba -le 

IU11D17 ot -tt•" 'llat 1a 111e .....,., ot ._,,7 u-• _, 

41otaaoo .. , craat ao-.pl11 .... 1. 

'Ill• \IM ~ ... lluiJaa tlret •- lato llei.D.c 1a 1"190 u a 

11 Ulo noo\ ot Mili.D.c lloopa, 11l4apoo4•aa ba4 Ilea aalll...-.4 

~ ~o aol-.tu u4 aotU-h "'- *lola ov •uoa .,.._, "' 

tile n,....J.o to _ ......... porlaot -.loa• ....... - ot 

tiM UlUto4 11\aho ot a.rtoa ba4 .-17 "-· 

!lloao tw 11 \Ua YOOao1a ot 1 "190 u4 \ba oaar -•ao41ac 
1M>'• ba4 • 1104aa\ 'lla\ aa 1a41a-aobla rola to porlom. 11ara 

1a \loa wotan abo11\ r-& Ia1u4 u4 oa \laa laraq olaore, 1a 

••••olallao\ta llq , ill tile Delaware aa4 alanllare oa t!Ua ..... .,. 

aoaa\ \llq ...So poaalblo \lie aollaotloa ot tba ronauae trOD 

1J9ona .. , "'- eblppill& wllioll wre tor - 7aara tba alllot 

tloallo1al .,..,_ .. ot \ba •uoa. 

M \1M •uoa baa pve \bat rolo baa ..._ ot laaa 

relaUn 1.11portaaoo. • ~r 1a tile ~o ,... ... ot \ba •uoa 

,._.,_, 1liPOD \1M n.U•oo ot \lao _...uaaa ot Uo piaa to \ba 

-· Ia\ booaua \lloao par4taao porlUU<I ~alJ' hob wll ~ 

lle'fo ... oooo4o4 to a bon ot o\bor 4ll\1aa. ftair r.ouoa baa 

oxt•4o4 bqoll4 ~· protaoUOil ot tile ronD_\IIo,.... \1187 auu 

portoa \bat 4ut7 .a4 portom 1\ wU. It Ilea oxt-o4 to \lao 

pro\aotloa ot lito Oll4 propor\7 at - - to oare tor ~o oatav 
ot ~ b7 air onr \ba _. aa4 to \1M port-• ot • 

I 

I 
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-.l\1ft4o ot ~ M1'91- \o- \llo u .... - \llo 1awron 

of - pooplo .., ... --· 

fMII7 \ko 111a1,. a4 atreran of \ko eo.n Qu.M are 

po\rolllllc no ---~• of ~llo 1JaUo4 8\a\oo a4 1\0 po ..... loao. 

ft., are oa I'UU'4 \o pro\oo\ Ufo a4 pi'O,.nJ' u4 \o ..toMe 
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ord.or u4 \ka wUl a4 l.atorooto of \llo pooplo of no 1Ja1\o4 11\a\oa 

1a \ka •\oro of ov ..,., 41o\u\ poo-loao. fter ..,. -•l.ac 1 

1a \llo -.nac Ilea a4 olMtllloro oa \ko OOU\1 of .U..., 1a \llo 

wtera .-4 Baa11 a4 \ko Paoltlo 1ala4a of \llo 1Ja1\o4 8\atoo. 

ft., are oa \ko alloroo of Paor\o Jl1eo. OUn 'DiU of \llo fiN\ 

aro oa a al.oolca of a14 •4 protoo\ioa \o Qroala4; a4 tar 01ll 

lo,.u4a aa4 \llo .UOMo ~o Lt1boa 1A Pori~ tllor1 o.ro <nlltaro 

na\1oeo4 \o oboono tho ... atllor aa4 \0 uko 1oto tho poeeea­

bJ' air al woll u bJ' wtor \0 tho OOAUa•t of Jwoope. 

All al-a CNr oou\o llo.r4J' nr1UD of tho Cout Ollar4 

olloro -.111 po~l \llo oaa41 aa4 naa4 roa4J' to p to tluo roa .... 

of - aa4 ....,...n 1a 41nrooo. fto Up\1 a4 ro41o -­

of \llo _.noo boa- \o non4o, aroa4 \llo _, OVft ot 

tho Oo&lt - boa Lowor CalUo..U to \llo ler1al - null tllolr 

.. l_.o w uYip\oro, pi4111C \II• eatolJ' \0 ·laarMr or M\tl.ac 

\lla tnl.J' oe no1r -· tor 4tnu\ pon1. 

n 1a a 1-c nop boa \ka llall4tlll ot - ....., _ ... \llo 

11\\lo oall"loa\o ot \llo on•\-·D1DoUoo, 4o1"1ll& u4 ...,.ta\ 

u \kaoa - woro, \o \ko noat ot emo4 MaPl.ac OD\\era u4 

, • 
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n41o ._._. a4 nrt .uu .. et \odq, _ _. ~-~ 

1a ~. 1atr1eao1H of a ooora of ._,all_ orono--- nlll, 

- 17,000 of t~aa, lin - 1lbo aow 1r.ow to •-ee• tU uo 
of all U.o 4ortooo of ocioaoa to a14 \llolr -lllllpo, -

1lbo ara Ml'iao oacl.aMl'o, upono 1a ohlp -raouoa aa4 &hlp 

aefo'J, 1a MtOOl"'J.ocr, 1a n41o oo-a=a11 O&UO&, la all to ... ot 

dpalllq 4n1ooo, 1a tu o\0847 ot - ......._ .. , 1a ..ntl.ae 

u4 .. n ... law. 
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n... ara .._... ot ~• crowt11 ot tllo Coan Gola1'll tllot 

,....Uol tllo crow\ll of tu laUoa. Ova llu b.- a pooplo oalo1Uou 

u4 41l110&t 1a lna1141q, -r t'" aowloq. oa4 ~-· 1a 1 '" 

a.pplleaUoa. ll&o oar ouporlor J1'0Cr&ll la tlloH 11a11 - a,.. to 

tb.o toot tllat tb.o pooplo who o ... to tbo11 olloro1, oarl:( or lato, 

ftro pnoa wi\11. I.Jutah _n.,.oUTO u4 -1ool .,., 1o1cUt1o 

oapoo1Uoa, I.Jutah pno tor o.._taaUoa a4 41rooUoa of attalrlf 

Oil til& taoo of U, tut 11 1aoro411llo. 'luo1 •torlal -u 
UYI - ........... , 1a • a_....,.. ••ra pooplo ftro troo to Walt 

a4 troe to an. 

'lllen ara otb.or ....-~ of tU lito of ~· Coan Gola1'll til&\ 

,....Uol \llo lito ot tU Jauoa. fto Coan Golal'll'l ~ t.nloa 

1e tllo 1orrtoo of OlD' pooplo a4 tll.o oornoo of ll-''>'• U 1o to 

ooatrl'Kto to tulr aetov u4 ooo~&rUT 1a tU p1IJ'ft1' ot Procrao1 

u4 tlla 110171 of poaoo, a4 loT tllat -~ to oal&rp tbolr UborUol 

ud. tllolr b.Qpl&oao. U .-ool ao pooplo aa4 "" - 'IIIIo pvnoo 

I 
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\U '"78 ot ,.... - \1111 ...,. of 0Ner0 la Ua\ ~ 1t 

repre-\• \M U..le ot \lla -ple .._ 1\ een.a, I\a k\\lea 

••• Mea 1a ,._ ..,.. bft\lee wt'b , ... ~,. 1a •UT71al "' 

lh a1aal011 ot pro\eoU-. In it laaa 'bMil eq'lllppet wt'h toree 

all4 ll&a lt.a4 \lla ooar.ce to ~ t one \o renrua \1111 lawbreak ... , 

I\ laaa -\rlbaWI d80 \o \lla 4etaaaa ot \1111 ••uca 1a 

ware tor~ lllleJ'\7, !be Coan o..:rt 11u ...._a pan ot \llwo 

u.4 tore•• ot \loa 1Ja1- 8 \a\aa a ..,..., war la ftlolo \1111 •uca 

1aaa par\1ol pda4 auao \1111 IN1'Yioo .. ore.- all4 1\ 11u ,...r­

lU -.rUD 411\7 u ...U•~ u4 u ~ aa 1\ laaa ,..... 

\ raule\o4 trMlJ u "Alft78 RM47,• bn .,....,,.. ...... -111111 

., ... \IleA \laa\, It 1a raa47 ao\ alllplJ a \ be aaao or llelJII 

wUll.q \o ao\ Clll \lla 1118\c\, 'bu\ pre ,.ret 1a \U MAM ot 

looklDC t oi'R1'4 all4 a1<1a11 prorlalCIIl t or \1111 porto~~~Uoo ot \lla 

du\7 \M\ u M.7 lie oalla4 1lpGil \ o pertoa. Ia \1111 Coan o.r4 

broa4 la\orpro\a\1- M.a ...._ cl.,... \o \1111\ .,,\o, I\ preparea 

..,, oa11 1a equ1,..U b11\ 1a \!so \raialJia ot 1\a -· no atti ..... 

are a4..oa- tor \llalr 411\laa la u laa\1\11\lCIIl aapoelallJ oreo\84 

t or n •• \M 0- o.1'll ,Uadtii!J, -tour 7MI'8 ot \l>o loJ.&IIita\ 

qual.l\7 ot \eobaloal \ra1a1DC are nporlllpoae4 ..,.,. • 111111ral 

a4uoa\1ca, Tile aarrloa laaa aoiiOOl a, \00, tor aalla\a4 Mil, earo 

-• -~· ot eout o.l'4 .. ,.,.,, are 
M•vuhlp u4 \l>a apaolou. ..... . . 

• 
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( ta'lllll'· n 11 =ppt 'u. 1a \lla ~ r. • a.us­

c-laii.Ga till - t n - u& -but ablp ott1een u& ua 

• 

( 

c 

qa11U .. of Ooeft o.d ott1- u Jannawra 1a ... _ •• .,.1111,, 

•" •• ••~ •• •• lalPon lftl•· 
!!lOre ..U lla 110 polat M 'lll1ac Of \loaM "lap aa a 

boal\ oa 'bellalt ot •to oo.n o.d "' ot Jrill ia oa adalzU~ 

aarnaa. !'MT •" a -• a.o,.r a1p1t1_.. Ia 1b nolaU• 

~ a IIMU1Il ot w1llial oall.ore pva1aC _,._. ta a ~ 

\r.ao4 oa4 \oollal~ \~ 11M7 ot oarear M~TG\1 ot •ta 
,uuo, , .. Oou\ o...n 11 • Fo4 _,. or \lla aapM1\J ot a 

4_.rsuo aa4 tree paoJ11 w '-"lop \lla \oollal~ ot ...,, • ..,... 

Ma\-110\ \lla \oollalq•• tor oppreoo1•; 110\ \lla \oollal~ tor 

ooaq•n, llat \lao \oollalq- tor aarrto1 w --.mv, tbl toollalq•l 

tor lli;PUIA'-- oppol'\11al\T oa4 treo4Gol, \Ill toollll1qual or 11'ber\J. 

n 11 110\ a ooll\uT u..,U. 110\ ~ U7 ...... u 1a 

o1h .......... 1\ 1a \Jpioal. 

h 11004 a- fal\llla -NOT• hare lla\OA1A& \04cT 

w a o~r \IIN..po.R tto worl4 ua• -rso111 are aooa•••• 

\Ill\ -rsol .. -·• .. .,.. \llair poopl o u ott1o1•\l7 u \JJ'dllill• 

U 11 a ...-rou tal_..,.., 41apao...t ~ - reoor4, lra\ ,.. are 1A 

4cpr or ~"1111 tto IJ1po0r1Uoa1 ,,_.. 4aoo1Ta u. •• 11004 • 

aaw talth 1a ~··· 
l'llft'e la tto .,.,14 baa """-' oono4 l\1 poop~ 01 

• 

4_.reuo """-' baO aeno4 Ul poop~ ill .-.noa? lllare 1A 

Regraded Unclassified



( 

c 

( 

-'-
t bo worl4 1o ,_,.1oal JII'QCNao or iat.Uoo--' • ._. .._.. .. or -..1 

pro~NU oqQ&l "' tiM JII'OCN• of AMrloat -... 1a tbo wozol4 

dooa .,.,.,_11 - Ul4 baa CO'Nl'IIMilt Oftr \bo 1u1J ~ a114 

r1ttr r•ar• ~~. .. u ..,. "-"•~ aD4 .,ro talr~ wl\b 111a -ple 

tboA ta AMr1oat -... ol.M baft 11- l 1'bon:r aD4 "-" Opjl0ltaa1\;r 

a4YaJ>Oo4 .. n 1a tll1a _,rr Ul4 1a o\boro tbat ...... ado17\o4 ""' bal4 

rut "' tiM -ra\10 W07 of Utot ~ 1a , ... worl4 ban tboro ...... 

aocl&l FOe" .. aa4 ~tot opponaaltr oqa&l w oar• 11o tbooo 

lut tflfl TMH' 

Ia U -·- w ara l!.ooado11t \bat tbo - ot \bo worl4 

1a loa~ upoa ao tor eatotMpiJic' I• U booauao w ara 4aoadat 

tbat peopl e ot worth Ul4 • .....,. Ul4 aabU1oa - w o11tar bare 

aD4 ban tor - roara oollSht w utor horo ill -.-~>ora ., ... tb& 

wa ooul4 edal.U I• it becau•• wo are 4ooadct that -plo 1ll -.orr 

oo1111trr or tho worl4 otrotoll oat tho1r llaa4a w u 1a appoe.la tor bolpt 

11l0t a tflfl alloa h<a bero, ao:ro .. W• 1alaD4 oJI4 tho w.toro 

or - York harbor, at~ a otruotaro tllat alaolll4 ban a -tar 
olpitl oUIAio w •nlr1114 ,_ ozq otllor o41t1oo &J17'1110ro. It 1a tbo 

SlatlaO or U'Mr\1, bol.ii.1Dg &lott bar wroll w .Upt.., tbo worll!.. 

It no tho sift ot tiM people ot ,......,. t o tboo people ot -r1oa. 

It waa a .. ._., .., ourQ&l .. ._., t~ a people ......,.. -trr 

had jut 'boeD rancol!. by war aa4 1• apia roft&oil. bf w.r, • people­

loYoil. l1'bor\;r aa4 at1ll l.on 1t, b1441Aa aa to proa&l"t'O llboor\1, "' 

llol4 aloft tho wftll of tJ"u!OII oJI4 "' .s.tcl!. 1\ Yaliaat~, --
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..... - ... t1ftJ' ,_. ... --- ... -- ... -~ 
., ''•"·- •• -~-~ ..... .u ... -u. 
....., " .,... -~ wltll ..... lal IMi-- ... ...... 
to _. all - - It t.U. • tMt tM 1111:r fit UM!rtF Ia 

tu .., fit ,....... ...t .._ .., .t ..,.. It t.ua • tMt w 

.n - 'fiC1l.ut .... - _, - ftllat. It taU. - -

-l'M7 t.a ~ f1clltUc t• ..a w .n 11a ;aeJiiN4 "' -

t...t u. n .uo.. t.a eo~ - tlla -a fit • -' -s-
111110 aa14 t!lat -Dal .,., ...... tlla ,.u.., UMrtJ-- fit 

-u. ... JINlM t<W • - l»lnll ot f'l"ll ·= 
ra 1IW - ....r .n .,...U,-

0

11. I' la a 't. to 

torpt ,.ttl' tlal.ap a4 to - -rioa -le. .. Joan .a obl1pUa 

w oaa - ....,.. n 1• to 111114 t1Nl7 alan tlla toNII ot u-... 
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••ms• IM1148n. 

WUIIIIIQTOa. D.C. 

Personal and Secr et 

The Honourable 

August 4th, 1940 

Dear Mr . Secretary, 

I enclose herein ror your 

peraooel and secret i nrormetioo s copy 

or the latest report received r roa 

London co the military situat ion. 

Believe me, 

Dear Mr. Secretary, 

Very sincerely yours, 

' 

Henry Morgeothau , Jr. , 

United St ates Treeaury , 

Washington, D. c. 
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fa1osr .. doape\ab., fro. Loodoo 

OD \be O'I'OD1 q Of AllC\le\ llrd . 

1. IAJM. M.eter eooe w .,._., 

"' ,... ... . t lre\ peracre pb. Po .. , ... 

v--..,. 1 ... , ... , .ue1 "llalle' 1e,, 

...._rlM •o.wou • , ,..__. lee\ 

toU..l .. twu .. tlu• of elMlaa ... HpW\ 

UU.\ f1t\J'- \wo of \1\o .,.... 1ae1Ml-c \1M 

ea.,\a1o ,.......,, 

l oUfan .. o\ or f111a \u elnnt\ 11aa 

-"•11 Ul'hM o\ la1w. 
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..,lall _ ... •r "' ~ ••••• -.:r alNnh •n 
.-al ................ k. IIIli' .... .,.., ... la 

IL8\U .. ,_, Wl .. ...., alNJ'e~\ M ..... . 

1111-r .. ""''' ,. ....... , .u .. ,. 
tl ... M •-'-1 __ , ...... eat - Up\ 

., ....... -',,, ... 
LM& ul)l& euunr e1Uet11 ., alNl• 

alNNn• ._ ........... la loa&ll al .. , 

ftt •• ....., ., ...... " ...... ,., ett 

.. ··-1&·'7 el all' ...... u ... 
• , t( s ' I ....., W. 11 QA5t llri\lwt- ..... 

..._,., eaatt ...... 

p•• tt p '-M4• aftUM \H • Oorel ~~ 
....., '"• anu• .--. 1111 .. .ru .... 
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ft.- llftUM \PUN,...,...... raiL le 

. ·-·.,· _ ___... ....... -··· ,.. •••• a • a ,.._...-.-

...- .... - .......... Will ... all' --·· 
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TaahrdaJ l r1Uall aiiJ.p aooo &o .. , 

.,,...... n..... \IIU')' pro.,lo~~a da7 waa " '* •• .., 
• ... 1'017 ·~ ... 

S . U•4l•·•,ft\. Colltl rs pr1•1pel 

... tu- ....., 1\ kH1a donro, e cl 1>7 ov alP a\S.. 

oo .Aupa\ la\. Tile • • • da7 a~aeeeaat'lll a\\aakt 

OOPJ'lOcl Oil' 0 1 \WO taro•r-a 1D IJI)'aalllla ... lao• ' 

aap1oa1oa aa~aoa4 \ o oll rat1DOJ'7 oaar M&~aa••·•' 

Oo Jul7 lla\ tl• • accl • bAlt ~ at 

"a.ll• dropped oo <tft_, MPOdl'- _, Dt.r lhft 

qere _. • ....., alrarat\ loca\tdJ oaa or ..., .. .,.. 

pl .... t oraad b., 1D • ....., \arrl \al'7• 

l~lao tlrar atl d\NIIJ.., Par\ 5eiMII 

Aqua\ le\ I:'OpOP& .. Ula& ... llall \)'pO a-rlqa 

ao4 Bri\1_. ..,11101• 
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11r1 

I.IGA!IOI ~ !D 

1DIIDD sum O'l .AICIIII<a. 

!aUU... Aacv.at 4, 194o. 

8ubJ~t1 l'orelp l:lcbut;e ll"'trloUo.,. 1n tbe 
•ov lotonlaa 8oT1ot 8oo1al1ot llopub11c, 

21107 

1/ I ban tbe boaor to f'orvud b.reTith tba ton, t..,....latod. 1A\o 

ID&lloh, of' roCI'lat1ou -ted. TOotuda;r port&1nl.DC to rootnctlou 

...,4 \o tbe procodv.ro of' hozldliDC torolp ozcbaJICo 1A tho lotoll1Nl 

8oT1ot Soolallot ~blio. 

H io bdla&tod that & lo<>al bNIII: ...... torlua bad boon put 1oto 

otfoot to otop nm on balllto. tJntil JuJ.T 19th lut tbe bNIII:o were 

po.ndUod to d&al 1o toroip oxch&JICo WldAr cort&ln rootrlctlono, hilt 

tbe nov docrM cr-tlT rootricto tho purcbeoo ot forolp OJilOh&JICo 

oltboor la tboo tora of' ..,........,., cbeelal or otber nocotUJ>1• ~·· 

laolo.,...., 

1/ IJICliah tr&llll&t1on ot .S.Croo. 

Jilo •o. 151·5 
'W./JJ 

Ia qv.illtuplice.to. 

Walter .&.. Leonard 
Oh&rp 41.Atfdroo &.1. 
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.... le.,.... h Uep&kh llo, Jll3 ot Mcu\ II, 1~, traa t'be ~loa a\ tallla. 

ll(qiQJI liili !IA!.UA (Otfio1al O.otw) 
llo, 92 of Mcu\ 3, 1~. falltu, 

JUH. ••m.,mar 
Ania~ 9~. ncm~•nc.a c-•••um .,, .. i'l 01 JOm• ~ 

hnM. 'T U.. loft-\ of \'be ll.epUJ.lo oa .\acQat ) , 19110, 

lulo1 ~ 2 of 1w -•ral.JIC ft&lll&Uoa of ••-h ot foreSc~a 
••brrp MCl1a allll preo1ou 110\al.o (lliGI !IA!.U.f. llo, 95 ot 1931, 
111'\lole 695.) 

.... u.. ~- ot laUo41oo!.Joc fllao4 ,...., ............ ~ aq ..... 
ot foreScla em'beep, U.. Gow-\ ot U.. le\oalae lftlo\ loolalb\ 
hpalol1o lou tac14ecl \o ~ \'be foUoorbc oUpalaUout 

ltr, 1. tl:.e -.lA fd torelca •"""•• 1a t.bl tom of ouh aa wn u 
oMolto allll le"Oft ot cre41\, U.U 'be ...,,.~H. 

hr. 2. ,.,._ .. ot foreScla ...... traa foreS,. em'be•p -" 
of forelp U~Uo ...,... ... ._uwo _, 'be ~HDh4 la 110 J.upr _,, 
\lou 50 'Oil1\e4 1\a\eo 4ollaro la -. ... ot _..,. 1a Wl>icll \'be -- lo 
opeu4. Jl'OT14ecl• fore~ ,..opori lo ~rt 'bearliiC • o\emp of U.. 
osU 'fioa. tM leoU :Paoli: _, lo.,.. ,.,_, ....... , an4 cllNb _.. M to 
\'be - ot foreS,. 11ao1to ~ •-.U,.. U.. oto-UOIIII4 11:1114 -. 
'IIPOil 4..u of fol'IScla UJ~1c ...,...on\eUwo fl'OII t.belr -·· 

lN. 3. :P.,_b ot foreSc~a osobup, la oaell. fl'OII C'Qrl'OII\ --. 
!cop' 1a foro1p om=p, \o ttr.r allll o1Uooao ot fore1p IWeo _, 'be 

cnato4 aooor4i11c h \'be - prooe4ve allll lo "• - e.Soa\ ar preoorlW 
for f-~ Upl.eM\10 repreMD\eUwo, lnai 110 \NUfero draecl UOIO'!IIC 
oull -" ebal.l. 'be J....Uo1111e, 

lN. It, .._ a:na\I.Joc ,.,._.. of f-~ •"""-•• 1a oull. \'be leo\1 
:PMit UeJ.l .,....., • 2 ,eooa\ .-1ool-. _ .,. .... ~ 

hr. 5, troaatero ot fore1p emllfiiiO ...,_ '* ••••-4WW1eo U.U 'be 
'-Jpoftrl}T .upeahdo 

hre §, !M 'belMCOI of 80-'1 of ........ opnf='• af foi'Olp lioMII 
M \U ••u hK UeJ.1 'be \..,......,.lT \loolard, u4 .. wtUap eft fna 
\!woo acooah llllall 'be JOrlllool\11, ,. 

hre 7 :IDoptlooo fJ'Oif U.. reo,rloUou ot , .. .lore1•-~ 
.., 'be cnrle4 wula ,._ JOrlll•oloa fl'OII \'be lllalo,.,. •1lloolioiilo Atftlro 

1a ... llllll'fida1 -· 

e. .. ro~l- llllal.l oa\or la\e eft- 1lpOil :palll1oaU-. 

(IJ4::ae4}1 .. Efta~, 1.1\-'o rrs.. lllalo\or. 
J, ...... lllal- of •nrlo Ut'alno 
L r.nu, 1\a\8 aoo ... _,.. 

• 

~~~ -~ 
----~*~------------~~--~~-------------
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