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a.. War Coadiu ... , Foreip Plmda Coatrol 

.&lll- •••- ••illl c .. IIUQ' a.. War Coadiu ... , .&JrpUa.a (lqiDea) 
Meri- S.OIII'iUu Olme4 Abroad 

a.. War Coadiu .... .&utralla 
.lrtluarda.la, ..... ViJ'CI.zUa 

Onnll taot.o.J dleouaaecl 'bT IL'Dudallft alid IDIJr -
1/,/40........ ...... ...... ............ . ......... .... 289 171 

.&uat.relia 
Sea War Coa4itiooa 

8ru1l 
See Latia '-"ica 

JIQaiaeaa CoadiUCila 

-8-

x-a to lluJ.l Buaiaeee• l'ol8J rlllial permttial 
partioipetioo 1a D&tioaal deteDM pr.,..... oo -
b .. ie u oaatrectora. with upla llquid capital -
8/,/J,D . . ............. . . .. .................. 0 ...• •• • 0.. 21 

.... ..........tua 011 aituatiOD tor aHk tllll..1q 8/3/40..... 33 

C&D&da 
11M War Ooadit.ioae 

Clliaa 
See Wv COIIditiooa 

Oo&at. a.-4 

- 0-

hdpt 8-u llpproYea addltioaal it•• ($1lf .U.Uoo 
oat or t35 aillioo aakecl)- 8/6/40 •••••••••••••••••••• 

. t'bree-iAoll ... u....uoratt IUD tor uc11 Coast Ouazd 
Lit....S..Yial Statioa: BJI.Jr aaka Gastoo to tiad out 
b.,. 1001 it would take to acquire - 8/6/40 •••••••••••• 
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Depertara Permta 
See War COIIditioae• hport Ooatrol 
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11M Wv CoDditioaa 
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11M liar Oc.ditioaa 
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Oold 
look .... 

.. &lao 1v Coll4it.1ca.• SwitMrludJ 0.8.8.1 • ...._t Dneloj:MIIta 1D Gold IID4 C.p1tal lloY-.ta•• · 
lbJte I Drl~- .tS/40•••••••• ••••• ••• •• •••••••••• 219 4? ar-' lrlta1D 

.. 1ar ec.41Uc.a• Oait.ed llJIId• 

-·- · 
llou1Dc 

t:z500 ll-• 1D In lvNJ 41-aed '117 7fta&V7 II'WP -
~''40· ·· ···· · ·············· ··· ···· · ··· ······· ······· · 61 
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-·--.u... 
llooaaeoll114 t.ND.ita report. - 8/6/40 .... ........ • • ·· .. • .. • • • • 2m 

-0-

- p-

Polad 
S.. 1u Collditlc.a 

Plaleat.., IUllaa D. (Capt&la) 
~ .. , "!'he l'lltur. S.latlaa1 ot Uait.ed Stlt .. IID4 
~·ata·- 8/6/40 •..• •• •.•••••••••• •••• ••• • .•....••.••••• 
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~~e ....... Berld<a 
lxceaa Profits TaJo 

-R-
Boot 

Cooap&rioOD ot TJ"MIIIJ')' &lid J oint C..Uttee plan -
81;S4~1;~. ;~~;;.; ·;ii.;;ii~ ·i~· 9;;; ·;;.;.;~;.... 289 

stu (Joint Oo.LJ.ttee) w&Dta TreeiiiJ')' to 
eodoraa their pl&D - 8/6/40 •••••••••••• •• ••••• 

OOD!Ir'IIIIOiaJ pre..,t, IIIIJr, Bell, 9ulliY&D1 Fol1111 
StiaaoaJ PalloerJ Seatora O.orp, lJ.JI&, &lid lla..ooriaOD; Caacre•- DoQCbtOD, Cooper, &Dd lloCo.-olt; lltu; 
IDudaeD- 8/,/40 •• •••• .••••••.•.•••••.•••..••..••.••. 

Tax Billa Pill talla IIIIJr be -ta aDa l•ediateq aDd he 
doesn't care wb&t 1 a 1A it- 8/S/40 ••••••••••.•••••••••• 

a) IIIIJr tella ata!1'a •.l!ter all , rDR 1a I'IIIUl1.ll& 
tor o!!ioaJ I 1a not" l thtDka it beat that 
COJlCl"'ll be perai ttad to write the bill 
attar whl.oh IIIIJr will <>ritioile it &Dd rilR 
will e>q~r~aa hie rlewa wbc he a1pa it 

1) Sulli'f811 t!IJ.Db there will be no 
uoaaa protita !eeture; thiJika TreeiNr)" 
lhould be .,...., careful "becauae the Treasury 
will ban to olean it up DaXt 7aar• 

IIDoMYilt, J .... 
See Tax BnaiOD 

Sohmclc, Joaepb 
See Tax En.aiOD 

Spain 

-8-

See War Ooaditi""ll lxport CODtrol; Spain 
SwitHrlalld 

See kr OoDMti .... _,_ 
Taqier 

S.e War CODditionu roraicn l"unda CoDtrol 
Tanlca 

See War Conditione 
Tax lnaiOD 

Schaaclc, Joaepba lational City Bank l011l1 part o! collateral 
tor whioh 1a J ... a RooMYil.t'a nota ! or $50,000, diacuaaed 
b7 Francia Biddle aDd IMJr- 8/S/40 ••••••••••••••••••••••. 

a) llenewJ. ot llooaaYelt 1 a $SO,OOO nota tor ai.x aoatha 
reported b7 Gaston to IIIIJr - 8/6/40 ••••••••..•••••••• 

b) Burpaa aDd IIIIJr diacuaa - 8/6/40 .•••••••••••.•..•••• 
TuatiOD 

See ~enDue llerlaiOD 

Pap 

78 
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71 

198 
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Boot Pqe 

o-pl.,_~ a.llef 
Worlce ProP"'•• .AdainiatratlCD: Faployaoa~ 1Dcree.ee of 

)0,000 pere<lllll reported - 8/5/40..................... 289 29 
0.8.8.11. 

See liar CoodU1CDa: lxport CoDtrolJ O.S.S.R. 
UDitecl ICiqdca 

See liar CoDditlans: Export ControlJ 01>ited lil>cdoe 

- v -

Vine oa-T ruaell .lc t 
For Folq ruling in coanec~ian with loans to ...U 

buail>eaa, aee Bueinesa ConditiCDa 
Inten>al Rneaue rulJ.xlc peraittine il>oluaiCD of interest 

paid an -.7 bouowed tor acquiaition or apeoial 
raoilitiea under national defiD18 procraa- 8/6/40 •• • • 

War Conditiona 
Airpl&l>ea: 

-·-
laplOJllleot in the Aviation llanutaotur1ng hduatr7: 

ll&aa aeaorandUII and cbart - 8/5/40 •••••••••.•.••••• 
!ncinee: Alliaon lcsineeriil& Ooapa%17: •Sohedule ot 

del1Ter1ea ............ . ... . ...................... . .. . 
Aaer1oan Securities Owned Abroad: 

Sea War Conditione: Australia 
Australia: 

Jaarie&n Securities: Covernae~>t order tor sale b7 
Auatralian holders- 8/5/40 ••• • •••••••••••••••••••• 

O&nada: 
ro ... re (Oover~>or, Bank of Canada) cliaouasea French 

aaaata 1n Canada with lllUr, Bell , Oochrazl, and 
Clwoberlain - 8/6/40 ........ . .................... .. 

China; 

liar •hrWa ~rtecl throusJ> Ransoon dur1ng 
June ••••••••••• •• . ................................... 

Stiaaon -orandua on aituatian and on prohleq f'ac1ng 
U1>ited states- 8/6/40 •••••••••••.•••.•••••.••.••••• 

lleatrQ7era: 
British Situation: COP,Y ot cCDtidel>tial aeaorandua 

forwarded to ll>ox- 8/6/40 •••.••••••••••....•••••••• 
lxohanc• aarket re~- 8/s-6/40 •••......••.•••• •••• •••• 
Export COI>tro1: 

Spain: !xport oontrol f'or and oil &hipaenta to- 8/S/40 •• 
a) Poaaib1e trana-&hipaent ud question or rlolatioa 

or law diacuaaed at 9:30 ... tiDI - 8/6/JI) •••.••••••• 
1) Gaat011 ..oreDdu. expl&iii1Dc ai tuat1012 ...•...•• 

l:q>orta of petroleua produota, aorep 1r011, eDd acrep 
atae1 l'roe thll.tecl st.atea to JapaA, llu.ui.a, Spain, 
and Great BritaiA, aa &boa b7 departure perai~e 
I"'Dted for welt endin& .tucuat 3, 1940 ................ . 

136,144 
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2'14 

190 
19,248 

79 
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'lar C..CUUoca (CoaUIIIMd) 
l:x'pon C011t.rol (Coat1Jl\led) 1 

OUs 

- I - (OoaU4ued) 
Book Pap 

11&'7 ploAa to MDd obMrrw oc nert oU tulker 
.. UiiiC outside tiM Aaerl.ou 14 the t'ut.IU'a -
8/6/4() .... ~ ... . . . . . •. • . .. . .. • . . 0 ••••• • • •••••••• •• 289 197 

(Dut.ob l&et lDdl.ea oU rat14ariaa 
(Patroleua el.tuatioc 1D Japea 
(lllport coctrol ettactiT.,aaa OD arlat1oc peoll.De, 
arlatioc 111l>r1catl.lll oU, &4d ht.HetbJl lead 

llbite -oracda eaat to Purrle - 8/6/40....... . 250 
Tidewater 011 Coapaq1 BIIJr aDd lllox diecuea 14\ereat 

14 oU rat14ar,r 14 JapaD- 8/6/40••• ••••••••• • •• • •• 331 
Reearna 14 JepaD diecaaaad b7 Wall .. &Dd BIIJr -

8/6/40 . ..... ... ............ •..... 0 •• 0 •· ••••. 0..... ... 346 
Coat a......, a; preii&Dt 1 BIIJr, Oaatoc, YOWII, Wb1 ta, 

laxwell, &Dd Saitb- 8/6/40.. ........................ 282 
a) L1calaea iaeuad prior to lul7 5th diacueaed; 

Pill' a 1Datruot1oca Dot 71t oarr1ed out 
lar laatl 

SU.a- -..Ad• Oil al.tuatl.OD aDd Oil problaaa facl.D& 
ODited state•- 8/6/40·· ······ ········ ·· ··· ···· · ··· ·· 274 

Jl)ral.p Fuade Coctrol: 
Fal.rDeaa eaa .. tial eo tbat toraiiD populatl.oc 1D 

Drsl. ted State a will coct1Due to baYe coDfl.dcce 
14 tbe GonrlllleDt: Decl.aiOD reached 1D Cba.aberlaiD-BIIJr 
oODferenoe- 8/6/40•• ••• ••• •••• ••• • •••• •• • ••••••••••••• 296, 312 

Alcierll Procedure explaioed to .&.aericac OOIIIUl -
8/6/40 ................ ...• 0 ••••••••••••••••••••••••• 0 0. 331 

T&Diiers lot cODSl.dered ,PI:J1; ot l'racoa aDd tbarefora 
tuDdl DOt blocked- 8/6/40.. ... ........ . .. . ............ 330 

Frace•• 
B&Dk of l'racoes GaruD decree cODOerii1Jic - 8/5/40........ 145 

a) Ca.ri&Ue].•a nactic.a.... . ... .. ..... . ..... . ........... 148 
f"">"a (Go'flrDor, Bul< ot Cuada) diacueeea F~ 

aaeata 14 ClaDada wit.b lllllr, Bell, Coobnla, &Dd 
c::ba.tJ,vlaiD - 8/6/40 .. ; ... . . . . . . . . . . . . . . . . .. . . . . . . . ... . 371 

J&paDI 
ata-~ ... OD a1tuat1oc aDd OD probl•• faGJ.Dc 

UD.it.ed sta.tee - 8/6/JIJ....... .. . . . . ... .. . . .. . . .. . . . . . . . 274 
Pol&Dd1 

IGODOaio aUoatioc reported b7 S...tb, .t.aerie&D r.baa17, 
Berl1D- 8/S/J,IJ •• •••• ••••• • ••••••• ••• •• ••••••..• •• ••••• 

Purobaai4& liaeiODI 
Tr .. 1Ur7 report;e ors ordera aad dali'ferl.ae• Copiea to be 

a.,t to Steq 11&7 (Bureau of Reaaarob aDd Stat1et1ce, 
A4'fiaorJ Ca-ieeioc to lat10Da1 Def.,ee OoUDcil) -
8/6/40... .. . . . .. . . . . . . .. . . . . . . .. . . . . . . . . .. . . . . . . . . . . . . . 323 

Seourit.iea larkate (llicb-Grada) 1 
OurraDt Da'felo_pM111;aa llaaa -rudu.a - 8/6/40. . .. . •• . •• • 262 

· . 
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War c..ll~. (Ocats-4) 
lpaiaa 

-·-(~) 

PSsnd•l 11\Utlcaa -.pan h'c. ~ Manq, 
~- .,~4Q ................................... . 

st.nkei•~· 
lee lar c..lltt.ea llrpaft ao.trol 

~wu .... lada 
Buqae •u-.1e 111a1- Pre·M• • r ... ..., ot 

1M,... 'II dtanUca _, Cloclllna - 8/,/J,O ........... . 
8s1u IUJdsHI' u4 Coobru 41Hun a1lltnl7 nituaUca -
1/5/~ ........•..•...•.••.•.••..............•....... 

'-hi' ot plAl bo"d''ll• "h'c. lhdsn -• to 
._..uo -· 41-•...S b7 lhlw rt. 9•30 ..t.tq -
816140··············································· Tallkna 

Dnar'n rlnit. 41-r...s bJ BJ.cpn ad .Ur- 8/,/JIJ .. , 
u.a.a.a •• 

Gol4a OcnftnJ ,_..oe wltll Stew lluk -.utc 
~- ot - 8/,/40······························· l'lllMtca -..udal "TIM J'ut.un llel&t.t.e ot lllllted 
8tatee aa4 Baaaia•- 8/~40·························· 

Uaited U'll"ma 
tilltnr)' 8ltunt1CIIII Beportn h'c. Loll4oD t.I'U&tted 

'b7 Lothlaa- 8/5-6/40································ 

10 

18 

206 

4 

222 

177,1.82 
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RDS 

Secretary of StatE, 

7iashington . 

3390, Ausust 5, 5 p . m. 

My 2359, July 6 , 10 a . m. 

GRAY 

BERLIN 

Doted Ausust 5, 1940 

Rco'd 9 :30p. m. 

For Treasury From Heath and Also For ThE Information 

Of Tbt Dtpartmcnt. 

1 

Accord ins to tht statemEnt for July 31 thE Rtlchsbank ' a 

holdings showed a normal tnd of tht month incrtast in 

July following a sorntwhat above normal incrtast in June . 

Total invEstment holdings (commercial and trEasury bills 

stouritits and collateral l oans) stood at 13,163, 000, 000 

marks on July 31st compared with 12, 454, 000, 000 marks the 

third WEEk of the month and 13, 233, 000, 000 marks on June 29 . 

Holdings of miaotllantous assEts WErt 1, 814, 000, 000 marks 

comparEd with 1, 779, 000, 000 marks a VIEtk EarliEr and 

1, 863, 000, 000 marks on Junt 29 the total of thEs E items 

thus stood •t 14, 977, 000, 000 marks on July 31 which is 

119, 000, 000, marks ltss than on June 29. This contrasts 

with a customary incrEasE from ont month to nExt to which 

tbtrt bad bowevtr also bttn an EXCEption in Hay. ThE 

amount of REichabank notes in circulation tht End of July 

was 12, 750, 000, 000 marks as comparEd with 12, 015, 000, 000 

marks 

Regraded Unclassified



-~·· . .-:.a -~·~ r."l1<:r IUid 12,78&,000.000 ~lal OD lane 2$1, 

'Ibf.J io . .• , ,-at t1JDt elnce JanUAr;r tb;. t ~.h£ month tnd 

air nl ... ::1..•:- ,r Rdchabllllk notu baa not rccchEd a nrr 

rtc.·· · •·· ....... ,, Sight drpoa1ta were l , &eo,ooo,ooo •rka 

on r.,~! ~-.. ,.,.r.,:.e.rEd with l,eoe,ooo,ooo mrka n wnk 

ta.rt~·~· 'r 1.354,000,000 aar":J on JunE 2il • 

•• ;;~ ;" "' Cl.£ REichabo.nk'a pos1ti~n during thE pa.at 

8 1110':11.1'.1 :.1 C.d ·~i:E ::'ollor1ng in"''"'~ tiDG ·ltv<:lopmmta 1 

2 

dl>l'' 1P r'l· 1.>:.-o.: "'l':lth pEr ~OC: f'l( It J..n·.~ ~~ :;:;, to A)ll'il :50 

tht 't:jc":•""'<' lh'!cliD£'S of ir·t·.ct.."''<.tll ~~US miactllc.neOWI 

aeo.-~o '·" ... :- ~,..; t>'{ ·330, 000,0?0 • ... ~·Jt:' ·t.-ouJ.:.+,ion q:r 
lh h.• . ..,n.c -,,<; • • 1,o~tca.:rl by :l'f€; 1 0001 00') m'lr!(S and o:r 

r.ot " plU ·! >i•··' ~<:rnsite by 11061,~1)0,000 l!lnr'ce: in tht 

p<r\od ftoc .• · .:. 30 to Julr :51, ho· .• vu, tht corrnpond1ng 

~· .~E, :-~r- :<1ly 247,000,000 mo..r!!:s :ro.. invutlnE':ltiJ plllll 

:1!.•:-'l:·,.:n-.:.:: !~stts 270,000,000 marlce 1o tht eircu~t1on 

~ f .:~1cll.ltnLk ~,utEs nnd 1'16,000,000 Mllrkq in notts in 

oir~ulntlon plu~ sigbt dEposits, Tb£ onl7 visiblE tffrot 

on tht Rtichllbank or thE or:rtna1.vE was thus a luam1ng 

of thE ratt of otntral bank crrdit txpo.naion. 'l'bis can 

probably bt nscr1btd in port to thE Rc1chskrtditknaarn 

srsttc •-h1ch hns J)l'ovidtd ocrip tor tht txptnate ot tht 

Gtrmnn troops 1n thE oocupitd crena on tht baaia ot a 

"lo'ln to tht REich". Furthtl'IDorr, th1a ulackrning in thE 

uar or tht Rriohabrunk ' a crrdit orrntlon r~o111t1re probablf 

ind1cllt£S 

I 
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-3- #3390, August 5, 5 p.o. , troa BErlin. 

indicatEs an incrtaac in tbc rate ot eavinga ainoE tb1r1 

ie rEason to bEliEVE tbat 80Vtrnutnt borrowins baa bEEn 

grtatcr in rEcEnt montbe tbc 1ncrta81 in Rdcb debt tor 

May alonE bavlng bEEn cattDSttd at 3, 000,000, 000 marke 

(act my No. 3134, July 24, 2 p. m.) 

KIRK 

REP 

' 

J 
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TREASURY DEPARTMENT 

STRlCTL 'f CONFIDENTIAL 
kouro. :tDoll:o .. L144T ot \bo J'~oral a.oorn Jull: ot .... ron: ooual\~ •• 

o01141D& tbo attaobocl uplJ to ilia iJ>.qW.rJ of .&~~c~Lot 1 fl'oa \loa hate lull: 

Sonn llwooia ill roprd to tbo poaol'blli\7 of oo111ac uo rol4, aD4 l ~~pprond. 

roplJ aa •••· 11D4ar Socro\OrJ Jell aZI4 kr. lla4erooll, 111 obarp of tloa liiUioiu 

ill tloa Daparta011\ of ftata, obar~ 'I;f op1&1011 \loa\ w llloul4 Cift a I'OU1aa 

to tho 1.aqu1r7, - tho"Ctt \loa quaoUo11 W17 11oft 'ba011 pol1Uoall7 illop1ro4. 

111 thio -OOUOII, Mr. Ba4oraon t~ with aa 011 8a.Wrtq u4 llua4a7 1a 

to a roplJ wlliob \loa hat a DOJI&rlaat 1o 4rafUliC to \loa lluoiaa Gotw oa\, 

prohno4 to 0111' Obarca 4 1J.tfa1roo at lloaoow bacauM of tlla fail .... ot \loa 

Fodooral Rato...,,. Jull: of llow York to O&lT7 ou\ tr&llatoro of rol4 hol4 11114or -"t 

for \loa CD\ral lldko of Latrla, Litlluall1a &114 lotollia. !loa liiUioi&lla 

coaha4od tloa\ thio rol4 ha4 'ba011 aol4 to til• &114 abo'lll4 bo ,,....atarr~ to \loa 

of \loa hah Jull: ot lllloo1a. Mr. Ba4araoll o011forro4 wUb Mr. aarana1a &114 

thio aorlliac aZI4 wo aro o\111 coopora\tac on \loa hxt ot a roplJ. 
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0 
0 

p 

T 

.. . . .. ... . . . . . . . . . . . . . 
ftiWPAI. Dlllml MD: 

I 1 1'1 AUeaUoaa Ill'. B1 llll'le Oool!pa 

11e an -1o.uc, to• 7VV w-u-. 

OOP7 ., .&lite ... 73. .. ... AII&U' 1, 19llo, ,.._ 

·-•· \oceUioll' wi\ll CIOPT-' ov ~le llo, 7 -' 

AII&'U\ 2, 19ilo, 1a "'P1;r u.. ... to, 41Q&MIIM .,\e 
-.lt&U• wi\ll JVV otttoo, Ill A441u•, w 

-1011 • COPT ot ~11 Bo, U, dato4 lop~ )01 

1939, 'lllatoll we tOI'Wl'4e4 to \Ill Ita•• Jult ot \1M 

lJ,a,a,a, ia ropJ.T to ih ~11 Bo, 65 ot llpl• 

( .tpM) J., •• llloiDI 

1M S.Onllle, 
ft.- ........,. -' U. fnaRaTo 

••••P,oa, D. a. 

5 
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11 ...... A1I&U' l, lgllo 

:rMenl 11..-n :Jult of Wew Tuk 

WnTorlt 

.... 73 

n-.. o&Ue oea JVIl 1laT fna u oenua 

qaaa\U7 of col4 u4 oa 'IIIIa\ 04ad.Ulou. 

lta\e Jealt of \u '0', s. s. ll. 

s 
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ftate ~ ot 'D'. a. a. L 

llo-• 
•• 7 

.....,.., 2, l911o 

y.,.... •· n ......... ••· u ot 

lep\•kr -,:J,' 1939 

1 

Regraded Unclassified



OtnGODIG CABLEGIWI 

State lleDl< of tba 11. s. S.R. 

llo.cow 

lo. ll 

Sept .. ber 30, 1939 

Tour lo. 65 Secretar7 of the !n&1111r7 1e 

pwoobaoiDg gold at preoent olll.7 v.pon dal1TU7 ill 

!lew York on t er11a 8Jld conditiona "t forth ill hie 

otateunt Jl.'ltOAZ7 31, 1934 ccp;r ct which •• 

uolooed our letter J'lllll 21. 1937 HOP lltb reopect 

to pbdge of 1"14 dapoei ted 1D Oelo U bae tor 

- tS... paet been aa:r poUc;r not to ake adnDceo 

-.,iDet 1"14 outeide the 1Jh1ted Stat .. 

• 

Regraded Unclassified



DlX"'MI O•MPWM 

~ •- liNk ot •n Torll: 

... Torll: 

.... 65 

'llell \o .. u \o :rw or plAtp '11 \ll 7llll 

63,e,6 -• tiM 1014 ~eUe4- ov-a\ 

llorpe lltak Oelo acaib\ 4ollare. m.ll- pro­

""-tor PI:JMlll\1 \hro1lcb 7llll tor ov paro~~a .. , 

1a Ull, Oal>le coa••t &114 coa41 Uoa•• 

IUD JAB or tD u. a.u. 
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~ lll'l'IOIIAL£ SUI SSE ZlllllCB , Aucua t 5: l1U<1 • • . • 

Le Pr•a! d•nt 
Do La Direction GeDeralo 

llr. B. llerlo Cochran, 

United Stateo Treaoury Dtpart nont, 

W a a h 1 n g t o n D.C. 

Dear llr. Cochran, 

It 1a ~ alncore dellro t o lotop up wlth you our 

·~ of Tien of tho put, deaoito tho l.nconnnioncoa 

of tho preaent , and I &bould lilot to &ho ;yoo. below a 

rco\11141 or recent denl..,..nto ill tho 91riu .one;y qrl<et . 

Porhapo "'I' oboerrationo tu<f be ot ,...., uoo to ;you. 

In tho fire t :!>lac•, it ahould be omphao bod that 

S..itcerland haa otood tho ahocka of tho paot montho coo-

paratt ... l)' well. Of courao , deop-uated dioturbonceo b&TO 

t alotn place 1n tho mone;y m&rlott, but at no tillo did the;y 

aao\11141 a d.azlgeroou or non a dia~ulatinc cb&ractor. ~ 

otronal.,. 1n tho Yeat, ohortl;y before a.Dd attar WhihW>. 

In tho aone;y market, thia a train u proaood Haolt 1n 

.... 1ncreaaad w1 thdrolral or dopoll to a.Dd ••Tine• trca tho 

banlca. '!he uncortaint;y in rocard to coDiQ& aTtn to :!)rOaptod 

11&11)' finoa a.nd F1T&to 1ndhldualo to dthdr,.. tunde and 

proTide t homaolTOt with legal tender notoa ao a precaution. 

BotwooD tho 9th and 3let !.lq l.Nt tho note 110u. roao by 

h. 244.6 alllione to h. 2 245.6 allllono. '!hit oxpano1on 

wao eortoJ.nl.T oubat ant1al, but 1t wao not ao large ao at 

Regraded Unclassified



the out'b...U: of war in Sepha'ber 1931, aad aloo, it wu 

looo thaD 4urint; tho Caocho-S1onlrlaD cr1o1o in the aut­

of 1938. Iu thla , u in forMr U•• of otreoe, tho 'be.Dica 

ehowod thouel'"o ~ equal to tho 41MD4o ...S. upon thaa, 

t'be.Dica to their high l1q,u.141tT, &114 nowhere 414 azv paa1cq 

81JOPtoae aaniteot thoull'"•· J.lreaq a few dqo after 

lbitallll thoro wao a per<:epti'blo roluatton. 

In a441t1on to theoo withdftwalo an 11lcreuo4 41.-...4 

tor forotcu •xclw>«< asd8 1taolf tolt. 'iu.llT• the Go .... ..,... 

• nt roquJ.ro4 aero tund.o to conr the coot of the ceural 

aob1l1&at1on decreed tor tho 11th llq. 

AI a rooult, tho 11qu141ty mara;ill IIUTOII'I4 4011'11 

approcia'b}T, yet rooourceo ro•1ne4 lll~ertheloao ou'betan­

tial. '1'1111 ruq be """" troa tho fact that noD ill tho 

~· ot .axiaua proeouro t ho deilf lia'bilitioo of the 

Central llaak 414 110t tall IO>l1h 'below h. 800 ailliou. 

BOII'I .... r, liqu141t)' WU 110t 10 widooproad U Oil fo .... r 

oceaaiou, but wu coiiContrah4 with a tow larp 'be.Dica. 

J. INII'bor of 'be.Dica wu thoroforo o'blipd to 1111< toapor&J7 

accoaaodation with tho Central llallk. 

tho 41a1~t1on of 1iqu141ty further ..... ttooto4 itoolt 

in a chanp of rat••. Oil the lDth llq the aarklt rate of 

41ecOilllt wu ra1114 froa lt '/. to 1t '/., t.a. to tho 1a .... 1 of 

llallk rate, but tor a -'ber of rouone the Central llaak 414 

DOt th11lk fit to '"'17 the latter rata itoalt. 

a. 
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!boo repereuaoiou 1A tho cap1\al arat ...... 1101"0 

pl'OilOUDC04.. .llroaq t!nrin4 tho flrot quarter of thlo 

7ou & arkod re1uctt..DCo or tho 1D .. ouac pu.l>Uc wu 

1>01ac Dotleoclc, acd thh doprooood the pr1coo for ~;Ut­

oq.4.. 

'l'bo llorYcuaDooo llD4 tou1oD &t tho 1>1£11lC1ac of 

tho Go~~ offoDa1YO Juotif1od tho tou that !oro !en 

arDiro or Swioo oecur1t1oo part1oular}T would atto.pt 

to realbo their ho141llp. !'M kt1olllll l!aclc, thol"'foro , 

cou14orod 1t a4rl01lblo to 1DatScato tho cloauro of the 

Stock S~a u & tiJIPOrfU7 •uuro. 'l'hia wu 1D tho 

1Dtoroot or pu.l>lic tiDILDCial pol1QT, u well Ill ot tho 

oiock holdoro llD4 the private UDdortoklaco ccDCorD04.. 

1'bo ••IIUl'O toJc8D ~ 1D oo far 1>0 4oo•d b0Dif1cial Ill 

tho tbreatoud 11qu14atioD of otoclco ""' thoreb,y o'bYiato4.. 

!'M Stock SxcMacoo wero l"'oponod ou}T 1D JlllT. Prior h 

thlo, 11loft1cial daaliaco woro peralttod, llD4 ~ tholl 

& corta1D reconrJ of bond pr1coo took placo which haa 

oiDCo hardoud 1Dto quito a oathf&ctOrJ rert'l&l. llldood, 

ooour1l7 priceo haw roca1Dod • low1 which had llCt boon 

touched oiDCo tho ll>lt,_ of 1939. !o-dq, tho &"rage 71o1d 

of f irot claao paper oocillatoo uowod 4.07 ~ u collp&Md 

w1 th 4. 71 ~ u recollt}T u tho 8th lie¥. 

'l'ho :roreljpl Zxcheaco ...-Jcot, &loo, ""' oorioualT 

attocto4 b,y world noDtt. Alrea4T 1D tho firot quarter of 

lHO, tho llwioo tl'aDC wu oxpoood to prooouro , although 

tho dit..,_ tor foroljpl ncbnp - wh ich wo freol;y •t at 
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..-i,..d, ho.,._r, ont1reJ.T t'ree. !heao precaDUo....,. 

-.urea COil ... JOd hor. and there the ilopMoo1on thet the 

!llriaa franc wu uo lo~r a fl:oeo curra.,.,.,. !Ilia 1o not t ho 

caaa. 'lhe author ltioa and the lf&Uo~ li&Alc are to-4q, u 

ill tho P"i, 1'11'11lJ' &4herinc t o tho prinol plo of a tree 

currency and to an i nternaUonal gold price , accord.tnc to 

tho torwe-of tho !r1part1to _,. ... nt. 

!ho 

otnm: of 4o<r1aon declined &:£1PHci&bJ.T. It ohould be 

o.phaailad in thla connection that foreign intorasta wor. 

not, thoro liT , adnrsol.T atfoctocl. If or can those pre..,._ 

Uono.zy •uureo - Toluntaril.T accepted l!7 tho baDir:. - .-n 

roaotol.T bo auociatod with foreign ox.ch&ngo reotrictlora. 

Tba ar.istico botwooD Gor.&Qf and It&lT OD the one 

&D4 Jr~ on tho ot her ddo pro4uoad a turther profound 

chonp 1n the 1101187 Mrloot. lfot onl.T did the capital otflwc 

C&UO, tho 41ract10D of tho fiOI' &etuallJ ...-nod, and & 

atao4J inn.,.. hu oinco baeD witnouocl. !Ilia ro-nal .., 

be pu.t dOOD to all or sonral of tho follooinc causes: 

!llriborl&Dd 1a bolnc cut ott aora and aora troa illportant 

onr .. &a sOW'Coa ot aupplJ. U.nco tho 4oii&D4 tor foreign 

·~ to Pl\1 tor docreuiDC i&porta mat nocouaril.T 

41&1D1ah. '!'hen ag&in, tho do~iaon raaorna acCIIIIIJJ.atod l!7 

Swiu firma &r& &rad\1&117 l1qu14atocl. .Uso, hera and thoro 

f oreign credits are belnc repaid. Jinal1J, the ropatri&Uon 

of 9w1as tun4a ,... prcl.-'blT ODC""ft&'&d, up t o a cortaiA point, 

lo' the fear that Swiu l.-l&Dcoa &'breed 1110' get 'blocloocl. 

a • 

• 

I 
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liiiCHUe of \M llqu141t7 ratio. '!he Giro balaAceo of the 

baaka crew o\eUil;r. J. factor coatrib\lU.JII to \hie te~ac;:r 

clrculatioa ill couiura'bl• YOlWIO u4 \hie w• u ... tuaa 

aa • ftlc.,.. tiel> of 41olloar41JII. 

aa • renU of \hie tlaoo-'baolt of flul4o, IUo taD4o are 

l.acroaai.JIIl;r iaftoto4 ill tl.xa4 iateroot 'baarllll oecariu ... 

!'lllo to~aey baa alro.- 'ben c-a\04 upoa. 

It 1o intoreotinc tc ••• how \ht pro~ ot tM 1D-

\eraal pl4 price erooo with uo ill coun:icn with war 

U...lo:r-tnte. Olll.nc to the onroor4111&17 41tticul.U"" ot 

olll:ppinc pl4 tro. :luropo, aa4 ill ..t01r ot tM tact \hat 

tM laUonal llult. io .....S.r no o'bltc;aUoa • 110r w1111nc -

to 1loV SO.l4 up to~_, tr• hiot or tore1p hoo.rUn, 

tM pl4 price .... thpOraril;r upr ... oo4, bitt 1\ baa tu-4 

oiiiiCo. M couno, "" _.,.tala tho pl4 -.rice ill tM 

aa ,.. contiaue to tab-la .U p14 ortclutinc tr• \M 

Oa thb point, \Mretoro, our atUtuu 1a i41ontinal with 

tOt of tho U.s. author!. Uoo. 

•• 
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Aa repri.a Slrtu pal>Uc f1D&Dce, \ be ettorh oo far 

ao4a \ o roioe tuDdo in coYor of t he coot of aobillaation 

• be aald \o haw boon fairly oucc .. otul. Up to aow, 

oa.}¥ •oclerate recouree hao boon bad to the Control lleJik. 

At enerol ino\ancee, tile hdora.l OonrnMnt b.aa borrO'ftd 

1n tho l0041UD-tel'll and loac-tero ..rloot. On1¥ quite recently 

.,.. the Contedoration a ble to pleee with the ballloo 1're1UUJ7 

bon4o, witil 3 aDd 4 yean to run, to tile UICWlt of J'r. 100 

•1111ou at an awrace rote of 3 5/8 ~ Ao theoe 1're1UUJ7 

boucla an 8\lbJect to tile l'edora.l ota.p and coupon tu, tile 

aonoy roioed will coot tile Contedoration about 3.4 f.. 

!'or the root, our eoutant endeuour 1o to donlop 

public finance alonc eonunatin JHtilodo. '!hio policy 

will recoin further wpport, ahortly , When tile 1neZ'$aoed 

taxation y1ol4o reaultinc fro• additional fioea.l .... urea 

of tile Oonrn..nt fall due. 

!bare l o one aore point Which I wwld llloo to raioe 

here aDd DOW. AeeoM!ftt; t o lntoroation Which hao reached 

.. a.lreaq oo• u .. qo, the ._rlnan treuury wu reported 

u be aerie~al¥ cona14orlnc tile blocldDc of 91r1oo ba.laneeo. 

Such a rnaour - it notilinc eloe - wwld ban been oneu&h to 

cauoe profound Wleuineoo onr here - had n had eauae to 

belhn it. Should the t.poa1Uon of ouch an ••bargo ba ... 

boon coDaidorod at all, tileD I eu.'ba1t t bat til.o reoponaible 

quarter • 1n 'luhington nre perbape not tully lntoroed of the 

ac~ pod Uon of OW' cow>t17 diAl' inc the •teria.l period of 

u ... 

• 
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Cer\&U 11or1 .. clrelea 1e \1M u.a.A. wn ,...~ 

~ alane4 aa4 Ul1e - lt.aft - oanaia ,_... 

\o apne4 wbicll bad 110 fOWI4&Uoa. Atltt noll ••'berco or 

•uvea lepoee4 'IV \U u.s. •t.bortu .. acatut ""U••,.. 
laD4 would haw beeD wlt.bCIIli ._. -al J~~aUflcaUODo 

e:r;poaa4 \o aa s-t.Md dallcer of lD'fUloa, DOr wu U 

...,...., \o ._. pres•"" or ooercloa 'IV a tonlp JICI"r 

'lllllcll coul4 llaw JuUfle4 ._. auah e\ape 'IV \1M U. S.A. 

COWI\1'7 baa preaerw4 lh faith aa4 oooL-ha.ae4Daea ..,.D 

4ur1Da \be 4o¥s of CT8&\es\ \aDSlODo 

•xpoe• wUl ctw 7"" ao. 16oa of the ei&ie of attain 

bJ 

Jeliew • \o be, Dear Ill'. Cochru, 

COPY 

' 

toan eiDO ... q, 

(a) I. Weber 

17 

•• 
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TREASURY DEPARTMENT 

INTER OFJ1'1CIE COMio4UNICAT10N 

DATil .l>J&uot 5, 194o 

Secretary Jlor p nthav. 

Ill' . Cochran STRICTLY CONFIDEN TIAl 
ll1 appointment , the M1nhter of Sviherland oalle4 on me tbia morning. He 

retorr e4 t o the tMOe 111.bJect which he h&4 41teulle4 with me l aat Y.ondaT, an4 hA4 
bro\16ht up late." 1D the veek wit h Mr. DwUl 1n t he Depe.rtlllellt of State. That ta, 
the rw~or contbu11 t o circulate i n !lev York bu.lc1ng circha thnt the TreeiU%'7 u:y 
bpoll i to free:!~>~: regula tion• upon Svi11 &lith 1G thh country. 'i'he llin1ater 
1t ah 4 that tbe llev York b&Dlts cable these 1'\lllort t o Swill baDlct which, in turn, 

to their Go .. e.,.ent. 'l'he Sviu GoTerD:Oant than telegrapha th.e Swiat L-t1on 
~·~~~•on f or eonti~t1on or 4enial of t he ruaora, and. stretae• the 41sa4T&D~ 

1~1 to Slrlharland which woul4 be onta1le4 1n e:rq rue.'> freezing 10 lon& aa 
S¥1t: erlan4 h not i nftde4. 

I roauure4 the Kiniater thnt the TreniUZ'l' 1a DOt nov contempl.at1llt; e:rq etepa 
ta, .. ~a, oxerchi nc i to control onr Sviaa n11ata in thla country. 'l'he J.l1nitter 

thAt the a1 tuatlon of SVi herlen4 h not eaq, ourroun4e4 aa it 1a by o.r....,. 
countrlea allte4 with or conqv.era4 by Geruny. Mtteden4 muat tr&4e with 

I a.....,_~ and h 111Akl114 certain agreementa an4 arrnngemanto toword that end . On the 
the lllnhter teela that the Br1t1ab are !olloving a wrong pol1q in 

""'"''" ""' to permit abipa to pall thr~ Gibralto.r brlncin& fuel and food.ttufta to 
'l'he Br1Uah are aai4 to foar that thlll t uppl1ea 0181 be m&4e • ailabh 

-: 

'l1ht V.1Diettr belate that Svitserland oDl;r vanto 1110~ uteriala to COJit b 
!bl,_llll the liediterruoan to 01eet her oom requJ.rCGente. He aa14 the failure of the 

to rec~se Mturlalld's nee4e for ouch u.porte, to keep her""" popllla-
vou14 te%14 enntually to throw the Svioo bto the Ge:'llall orbit notw1th-

•::~~ the fact t hat the eount17 h at1ll ant1-0enoan 111 1to aent1llenta with 
" to t he preae11t war. 'l'he MiDiettr aa14 the llrit1ah ha4 per.:aitte4 one coal 

to e=e thr~ Gibraltar a1Dee ltal7 entered the war and that the cargo hA4 i"' 
proaptl:y unlo&4e4 at an ltuian port and ahippe4 in ita entiret:r to Swiherland. 
now the Moo are feelin& the ahorta«e ot corn and other graint for foe41llt; hogo. 

I gained the 1llpreoo1on fro" the lliniator that he wao a little norvov.a leat 
Dr· S.:oar:r , the Swi11 econo111ht who baa been in '.laahington for oome ~ton the, might 
tal:< too IIUeh or too av.thoritatinly. Dr. Somar:r• a oonnrant1ona with officiela and. 
bl!llltoro ln thh country are ~WParently eav.oln& tho Lep tion aome eml>arraaament, 
althoutlh they e,ppreotate hie technical lalowle4ge en4 wi4• aoq11.aintance 1.n bnnldn& 
Md econo::>lo cirol11. 1 tol4 the Minioter that we were happy to receive Dr. Soc:ary 

knowing at '" 414 hh :tull bacJ<8ro11.114, but that 1f ve hA4 any problem r oq11.1r1n& 
• action or 4ec1eion we woul4, of course, take it up 41rectly with the 111Dioter 
· ono ot the 4\lly accre41te4 mabere of hie ttaff. 
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TREASURY DEPARTMENT 

INnlt Ol'l'ICif CONNUNICATION 

Mr. Ooobr"" CONFIDENTIAL 
'l'ocla,y'o ropotore4. ohrliDC tJ'IIUIIIIUoao ot t» ob: nporiSac buko ooaoloie4 ot 

pu.rcb&u• ot J.l7 ,000 tor cnut-r aoo-t. Ia a441Uoa, - ot t» buko 11oac1at 
025,000 troo t» h4erol lleoerft Joa1t ot • ., Todt, t» f'llaU to be ue4 to - a 
ulo ot otorllDc tor torwzo4 uli"lr7 aa4e to a Ua tln 'T t» to .... r bull: oa Satvtq, 

!be r.Mtll lleoorft JoiDit ot • ., Todt oloo otai~ iMi 11.1,000 1JI. reclailreol 
atorl!JI& wro po.rollaoecl troa li "117 a ..,._nporilac bull:, aD4 tbat 11.1,000 wre ool4 io li 
b7 a:~otber ao .... ropori1111C bull:, 

In tbe open -.rklt, ohrllac 114..-.4 troa 3·~-1/2 ai tba opea1ac io ).~1/2 at 
t ht olou. !be roportlac lleaka •-ted. oi'Ure to 1111 1051,000, ot wbiola J.)6,ooo wro 
for ecco1111t ot Jar :laahrn aD4 looaih .Aaoricaa lleaka, aD4 J.22,000 tar oo-rolal c-rao. 

t o purchae• J.llo,OOO wre oJ.oo •-iN., aa4 ot t»11, 1.26,000 wro tor.....,_ 
South hor1o"" llaka, t» otur 11.11+,000 be1DC llollcht tor •-rclal ooaoerao. 

'l'he otber OIU'J'Iaoloo clooe4 ao tollowea 

Bwha t......, 
Ooae41aa dollar 
Lira 
lt.1c~k 
OuboA peoo 
ICaziou peoo 

!hoore wro ao col4 •-uou •--ted. "117 ... toclaTo 

'l'ha J.Urol lt.ao,..... JoiDit ot ••v Todt reponed. tW t» Joalt ot Ceall4a .., lh1pplac 
$50,000,000 1D cold troa Ceall4a to i» h4eral, to be ....adtld tor...,_, ot .11 
!rltazmtc 11aJ01t7'o Clo.._t, 

'l'ho State Dopart-at torw.r4e4 to 111 oalll.. oiaUDC thai tl» tollowiiiiC col4 
oh1pmenh vou14 be ...U ti'OII Jncl•"", Ill ot tlb1oh are tor t.ole to t» U. I, .l.allll' 
Office at Ill¥ Tortt 

$1118 ,000 ah1ppe4 b7 S..Ul Moatecv., Lolllloa, to the •aUoaal Oli7 lull:, •ow Todt. 
69 ,000 ob1ppe4 'T ibe Ohall •auoat.J. Joalt, Loadoa, to Uo ball4 ottloe at • ., Todt. 
37,000 lh1ppo4 'J' S..Ul Moatecv.. Lolllloa, to the II'T1zlc !rut 0~, •ow Todt. 
27.000 oh1ppo4 b7 lluul Moatecv., Lolllloa, to t» Paa .Aaorloaa Jluaolol Oorp. , • ., Todt. 

$ 14,000 1h1ppe4 b7 S....l Moatecv.. Lolllloa, to tl» Jull:ore !rut C~, •ow Todt. 
295 ,000 Total 
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on. Joabq cold pr1ea .... •11"'tl7 hlpr at tile tquinltnt ot $.33· n . 
Spot ailnr ill :B011bq •• equinl•t to 44.56~, up 1/~. 

20 

In London, t he pr1c .. f1:n4 for spot &ll4 to~ ailnr both a4......,a4 }/164 
to 22-l/24 ODd 22-1/44 raopectinl)". b 0. 8. tquinlentt were lio.a,, and 4o.llo,. 

Bandt oD4 Karm&D'• aettlement price tor toreip eilver waa UDCho.D&ed at }lt-3/~· 
The Trt a0Ul'7'• pv.:tOh.aae price tor torei&Q ailver waa elao UDCh.aiJ&ed at 35tl· 

Vt modo two purehaaea of tilver toteliq 250,000 CUliCU under the Silnr l'llnlhut 
o.w of theat ropr .. ente4 a aala troa innntOlT, and tile other eonaiett4 ot a.w 

IO%'o4uctll0ll froa forel&Q eountriea, for fo~ clA11v•1T• 

~ . 

coNF\OENT\AL 

I 
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21 
TREASURY DEPARTMENT 

INTillt-OI"'''Ca COMNUNICATION 

DAn Auguat 51 1940. 

Secretary llorgentbau 

llr. Fole;r 

The ruling quotecl 1n the attacbed memor.ndwa for YD\l tram tba c.-aaioner 

will enable contractors ot modeot lll8&lla who clo not han tba llquicl capital 

necessary to aequil-e special adclitiariU aquip::ent and tae111ties to fac:llitate 

cCIOpletion of na..U vea .. la or J:rrt:t or III.Y)" aircrett, or port:!.ona tbareot, to 

participate 1n the national. clefenae progr&~~~ on the same buia aa contractor• 

with acplo llquicl capital. 

The ru11nt1 acca:rpl.iabea tbia goal by peX'IIittinc a contractor 'llbo barron 

money to finance the acquisition of such special adclitional equip::>ent and 

tacilltiea to include interest as o. cost ot performing a contract !or such 

vessels or aircra.tt, or portions thereof. 

In orcler that the ruling will be 11Aiitecl to cases wbare tbe tacilltiea 

are actl:al.ly neeclecl to carr;r out the national cle!anee program, interest ia 

auo.a as a coat only on IIOliSY borro11ecl to pu.rchalle equipment and uect 

tacilltiea certUiecl by tba Secret&r;r ot liar or tba Secretar;r ot tba 111.-.y aa 

neceosary cluring the existence of the national. .....,rgeney claclarecl by the Presi­

dent on September 8, 19.39, and 1n order to prevent excessive interest costa the 

rate is l1scl tecl to 4 per cent1111 per annwo. Interest not to emaocl the -

rate on workin;: capital uaocl to operate the emergency tae111ties is aho autbol'­

i ~cd aa a cost for purpcus of the Vinaon-Tr&ll&ell Act. 

This rul1nc will strengthen the ccapetitive SJStela and ito object is to 

counteract the tancleney towarcl the concentration of natiCII\81 clate111e orclere 1n 

large corporations llhich .have ample financial resources. 

ODe ot tba n roncest bW.-rlal against the building up or· a IWDl.tions 

1nclunr;r in thie country 1n which tremencloua ec:cmo.ic pcll'er will becocoe c~ 

centrate<l 1a to make it poeaible tor small and uclium.-abe buainaaa to receive 

the &'-""" net profit on oontracte with tba Feclarel Government as waltby con­

cams with 111.1ce cash reserves. In -blin& interest on 101118 for -rgeoc;r 

tae1l1t1ea to be chart;ed aa a coat, tba Treaaury is taJd.n& an U;portant atep 

in Q&intain1ng the institution ot the amall buainaatMD in hie cc:.petitioo with 

big business. 

D~. ;t. 
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TREASURY DEPARTMENT 

WASHINGTON 

Auguat 51 1940· 

In Tiew ot the coucern now aria1~>& Wider the protit-lill.iti~>& 
proYiaiona ot the Vinaon-Tremm.ll ~ct with reapoct to the treat­
cent ot interest paid Wider Wluaual cirowutaneeo uot oout~mpl&ted 
at the tiM tho ragul&tiona couta1116d 1n 'l'raaWl'7 Daolaiona 4906 

&lld 4909 ware laaued, it lo propoaed to pllblillh, it 10U appron, 
a rulill& 1n eubatance u tollowa1 

"The regulation• contained in oaction 17.9(c)(4) 
ot Tree.oury Decia1on 4906 (C.B. l9S9-2, 404) and oao­
tion 16.8(g)(4) ot Trle.Wl'7 Daoioion 4909 (C.B. 19S9-2, 
<l2.11) prortde that 1ntaraat inCUI'Hd or Mrlled ohall not 
be oonalclorad 1n dltel'llining tho coat ot portol'llinc a 
c011tract or subcontract OOJII1n& within tho acopo ot •••­
tion :5(b) ot the Aot or *roh 1:1 , 19:54, u ... DII.ad, aD4 

oect iou 14 ot the ~ot ot April :5, 1939, relating to 
exoua proflto on contracts and oubcontracta tor uftl 

""""lo or ~ or lla'f1 aircraft or &117 portion thlraot . 
T'hio prorteion ot the regul&tiona , preocribing a ..,..ra1 
rule u to intereat , 11 not to be 00111tru6d ao pre,..nting 
an annual allowance tor reaaoubla intareot (not in 
axceaa ot tour percent per annwa) paid on indabtadnaoa , 
the proceede of wllich are uoed oolelJ to acquire 1pocid 
addltiol!.d equipment and tacilitioo, the coot , or por­
tion ot the coot . or 'ldlich il borne by the eo ... ~nt 

and, purauant to a certification -.de in accorda.llca with 
the proY1eio111 ot Bxacutin Order 8465 aD4 tho 1o1nt 
Rullo iaauad tharallllder (I.R.B. 1940-:50, 15) and 1n 
acoorda.lloe with the prortaioua ot Notion 4 ot tho Aot 
ot J\ma 28, 1940 (Pub~io , lllo. 671, 76th COil&., 3d aa11.; 
I.R.B. 1940-SC, 12), io obarae&bla againat a contract 
or aubcontract coa1D& within the 100po ot ouch oact1on 
:5(b) or aaction 14. 

"8uoh proYioiou ot tho regulation• 1a &lao not to 
be ooutruod ao prnent1ng 111 annual allowance tor 
re&lolllble intare1t (not in excu1 or tour percent par 
annwa) paid on iDII.ebtedn••• in cue euoh il!.dabtedneu 
11 necaoaarilJ illcurred to proTide , and the prooeldl 
or euch illdebtednlll are uaed aolal1 to proYidl, worl<­

ins capital tor tho oporat1o11 or euch apocial a441 tiOllal 
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llo80NJ14Ua tor 
S.cret&rJ Uor1entbau -·-

equipment and racilitieo, tho coot , or portion or tho coot, 
or which 1e bono b7 the Gon~nt &114 io 10 cht.rpable 
apinet auch a contract or eubcontract, No euch allon.Dce 
ohall be •do unloae the contract1J16 1M1-rt7 bepo apeoial 
accounte on hie books and epacial b&lllc aocounte clMl'l7 
ahowill6 ouch use or the tunda in the portoranae or ouch 
contract• and sli>contracb, 

•u &DDual al.l.,.,ce under th.e preoe41Jls paragraphs 
t or 1Dtereot JMl1d on &117 1Ddebtedneae aball be reduced 
b7 all intereot earned wi tb1n the J'M1' on the proceed~ or 
ouch 1D4obtodness, 

• tntereot e.lloable under the proTioiou or the pre­
cedinl paragraphs eball be treated u an indlrect tactorr 
e~nee an4 be allocated t o the coot or pertoraiD& a 
particular contract or auboontract 1D accordance with tho 
proTioions or the resulationo relatins to the allocation 
or indirect factor,. expenaeo. 

"The proTia 1ono or the procedins ~sraphe are 
equally applicable 1D determinins tho coot ot pertormins 
contract• and subcontracts co21ns within the scope ot 
aoction 2(b) or t he Act ot 1une 28 , 1940 (Public , No , 671, 
76tb Con&. , 3d aooa.; I.a.B. 1940~, 12) , relating to 
pt.yeent into the Tre&IIUI')' or profit in IXCIOO or ths 
opecit1od eight percent and 8 .7 percent.• 

It the pUblication of sue>h a 1'11lil18 io apprond, a clarif71Dg 
..,.nant or tho resulationo will be prepared i.n resular couroe f or 
conatderat ion and approTill . 

Apprond: Aucust 5, l 
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00117111Ell'l'UL 

'.tot The Seeret8J7 

Hr. Young 

' 

.l.uguot 5, 1940 

Re: 3rit1ah Planeo aV&i\iCC &Qsinoo 

.b of Au;:uat 3rd, 77 airplMoo IIM•o been coapleted 

for tho Bri t1ah but were V&1 till& for e114inu. Of theae, 

60 'fore Curtiao H&wk 75-.1.4 uai114 llr1£ht en&inoo, and 15 

were Curti as H&vk 81- A uains Allieon ongine e. Delivery 

of bot h tbeae llrigbt and Allioon ensineo will p robably 

be co...,l eted by S"!'tember lot. The re::l&iaint: tvo planes 

ue Hudoon Locldleeda u.i114 four Pre H & 11b1tney e"41nea 

wh ich will probe~ly be dell•orod by Auguot lOth. 

?4 
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H.M.Jr: 

John 
81sgere: 

H.M.Jr: 

8: 

H.M. Jr: 

8: 

H.M.Jr: 

8: 

H.II.Jr: 

8: 

H.K.Jr: 

8: 

H. II. Jr: 

8: 

B.M.Jr: 

Henry Morsentbau. 

John Biggers. 

Yee, Jobn. 

A"''let 5, 1940 
5:33 p.!l. 

Mr. Secretary, I Juet wanted to apealt to 
you tor a aoaent ebout thie queetion ot 
8ri t1eb tanlte. 

Ob, yee. 

I preeuae you're tboroucbly taa1l1ar wi tb 
that. 

Ko, I'• not. I've been away tor a week. 
I've been very tortunate. 

I knew that you had that opportunity, wh1oh 
wae certainly well-deeerved, but I thought 
that maybe the h1gblightl had come to your 
knowledge, but in any event I wanted to clear 
it with you betore proceeding turtber. 

Do that and I'm particularly glad becauee 
Arthur Purvis is having eupper with ae. 

Vell, Mr. Dewar, D-e-w-a-r ••••• 

Are tbey connected with the llb1ekeyt 

Preauaably, but not Lord Dewar -- another 
aeaber ot the taaily. 

I ue. 

•••• • 11 here, preeuaably ooaaieeioned by 
Mr. Churchill to handle the queation ot 
tanlte, tank purohaaee, and they're talking 
in terae ot 4,000 aediua tanlte, wb1oh ie a 
vaet nuaber with ite acooapanying araaaent 
and ordnance meane eometb1ng over 1200 
a1111on. 

Ub-bub. 

2'5 
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8: 

H . l~ . Jr: 

8: 

H. M. Jr : 

8: 

H.M.Jr: 

B: 

H.H.Jr: 

B: 

H.M. Jr: 

- 2 -

Nov, he ' s auppoeed to -- the lntormatlon 
ceme t o ua that he'e euppoaed t o cooperate 
vlth the Brltleh Purchaalng Coamleelon and 
they vlth hlm ln an ettectlve manner. 

Yea. 

We tlret learned ot him through Mr. Young 
ot your Department and he'd been ln contact 
wlth General Wesson at Ordnance. Now, we've 
arranged a meeting here tomorrow morning 
at whlch I'm auppoeed to act ae gulde ot 
the principal, potential manutacturera ot 
that type or produot here ln th1e country 
t o see who ie l ntereeted, Vbo can moat 
l ogically tackle the Job and bow the load 
could be beat d1eperaed. 

Rlght. 

But I was i nteres t ed to know trom aome 
authoritative source ae to Mr. Dewar's 
authority, before I proceeded too tar. 

Well, now, look. I appreciate your calllng 
me and when you get to your ott1oe tomorrow 
morni ng-- whatever tlme you get there, I'm 
in mine at 8:30 -- when you get to your ottioe 
g1ve me a ring and I'll have an answer tor 
you by then. 

All right, thank you. 
other question? 

Aek me two more. 

May I ask you one 

All rlght, then I' ll aak two. One waa 
whether Mr. Young or anyone aeaooiated w1th 
b1m would have knowledge al t o the methode 
heretofore pursued vltb reepeot to the 
payment tor taollitlea neoeeeary to manu­
facture product• ot th1a type tor the 
Br1t1eh. 

Yeah. Well, ve have that all in the Treaaury. 
We can give you that. 

2G 
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8: 

R.li. Jr: 

8: 

R. K.Jr: 

8 : 

!I.M.Jr: 

8 : 

H. M.Jr: 

8 : 

H.M.Jr: 

8 : 

- ) -

Well, would Yo~ng be familiar or aho~ld we 
get ...•• 

No, Young can get it all t or JOU. fbat'a 
b1a job. 

That' a hh Job. 

It'• up t o him to aervioe JOU. 

All right, then, aeauaing that thla -- theee 
people are dulJ and properlJ representing the 
8r1tieh Government and aaauaing that a 
nuaber ot millions ot dollare will have to 
be apent on eq~ipaent -- on two, three, or 
t our plantl to aake thia nuaber ot tanka, 
and aalua.ing that tbat'a dona b7 the Britieh 
Goverrwent and that our Governaent aubae­
quentlJ purohaan 1 ta tanka trom the .... 
eouroea and get1 the benefit ot theta 
Britilh taoilit1ee, wouldn't JOU think it 
tair and equitable that I ahould make aome 
that General Weeeon and I ahould make eome 
arrangement with these un~taoturera wherebJ 
they would include in our oo1t aome reason­
able portion ot the tooling-up expense and 
reimburae the Britiah pro rata. 

Well, I don't know whether th17 tinallJ 
cloeed on that Packard deal. !lave the7t 
ror the Rolle Ro7ce engine? 

No, it 'a not tinall7 cloted. 

Well, there wae a tormula worked out there 
and I -- thla 1a too important to give JOU 
an ottband ••••• 

Who would know about tbat? I'll oheok 
direct. 

No. Let ae talk with Arthur Purv1a tonigbt, 
aee? 

All rigbt, 11r. 
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H.K.Jr : 

8: 

H. M.Jr: 

8: 

H.K. Jr : 

8: 

R. K.Jr: 

8: 

B.M. Jr: 

8: 

R.M.Jr: 

- 4 -

When JOU ca1l •e in t he • orning, I'll be 
up to date. 

All right. Thank JOU •erJ much. Well, I 
get here prett7 earlJ and I'll call 70u at 
S: }0. 

Well , i t JOU call •• b7 S:}O at the ottice 
I'll be up to date on thie thing and I 
appreciate JOUr calling •e. 

I Juet felt -- I knew JOU bad bad that 
contact and here w.e a •e'l"f i•portant thing 
that caae to ue throuch the ONJ\ance Depa.rt­
•ent and Mr. Young •••••d r .. iliar with it - ­
,., tanl1ar with it, but I didn't want t o 
go ahead with 1t without{)t1ret checking with 
JOU. 

Well, I appreciate it. Be•• JOU teen 
lnudeen eince he oaae tro• •1 ott1ce? 

Yee, I Juat eaw hi• a minute When the7 eaid 
JOU were returning •1 call and eo I stepped 
out and he Juet told •• ••r1 br1etlJ ot t he 
inetruct1on JOU bad ieeued on the rapid 
clearance or the exceee prot1te ta.x. 

Yeah. I think we're on our waJ. 

Well, that eounde 11ke it. 

0. I. 

!hank JOU •erJ •uch, eir. 

Good-bJt. 

28 
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29 
TREASURY DEPARTMENT 

I~ COMMUNCAT10N 

To Secretary llorpnthau · 

'tta" llr. Hap. 
Emplo~ent ae reported by the Work ProJeote A4a1D1etret1on 

continues the rUe bepn early in July. Dllr1ns the .. u eft4e4 
J ul:J 2~. 19110, 1, 689,000 pereone were e~~ployed, an 1noreue of 
}0,000 oYer the preY1oue week. 

' 

Att a obllente 

' 
Regraded Unclassified



lOIII PIIOJIC!I AJIIIIIIn&nOI 
Ju.•ber of Wo~•" lllploJN - WeeklJ 

Ull1te4 lat .. 

30 

Week en41DI 
llu.8ber of Wo~ere 

191io 
Juuai'J 3 
JanuarJ 10 
J aJIU&I'J 17 
JanuarJ 2~ 
J aJiuai'J 31 

Februai'J 7 
febru&I'J 1~ 
hbru&I'J 2l 
rebruar)' 28 

llarOb 6 
larob 13 
Jarob20 
llarob 27 

April 3 
April 10 
April 17 
April 2~ 

llaJ1 
1&78 
llaJ15 
lla)' 22 
.. , 29 

June 5 
June 12 
JW\e 19 
June 26 

Ju1J) 
Ju1J 10 
Ju1J 17 
JulJ 2~ 

(Ia ~·&114•) 
2,16o 
2,190 
2,222 
2,2" 
2,266 

2,288 
2,)06 
2,319 
2,3 .. 

2,3 .. 
2,)19 
2, 312 
2,288 

2,~ 
2,162 
2,118 
2,092 

2,059 
2,008 
1,970 
1,9~ 
1,925 

1,859 
1,785 
1, 71, 
1,666 

1, 611 
1,619 
1,~ 
1,619 
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19}S 
JanuarJ 
Februel'Y 
varoh 
April 
Ma7 
June 
Ju17 
.t.uguet 
Septe•btr 
October 
lloTe•ber 
Dece•ber 

19}9 
Januar7 
FebruarJ 
March 
April 
lla7 
June 
Ju1J 
Auguet 
September 
October 
llon•ber 
Deoe•ber 

19'<1 
JanuarJ 
Februer7 
Maroh 
Apr il 
Ma7 
June 

WOBl PROJEC'l'B .t.DIIIIIIB'l'RA'l'IOI 
Ju•b•r of Worker• &.p1oJe4 - Mont~J 

Un1te4 Btetee 

' 31 

llu•ber or Workere 
(In tbouaan4e) 

1,901 
2,!>75 
2,"5 
2,5S2 
'2,67S 
2,S07 
},053 
3,171 
3,22S 
3.~6 
3,2S7 
3.()911-

2,9S6 
}.~3 
2,9SO 
2, 751 
2,600 
2,551 
2, 200 
1,842 
1,790 
1,902 
2,024 
2,152 

2,266 
2,324 
2,2U 
2,092 
1,925 
1,666 

• 
Source: Work Project• Adm1n1etrat1on. 

llonthlJ t1guree are weeklJ !1guree for the 1ateet 
week of the •onth. 

The7 1no1u4e oert1f1e4 and nonoert1f1e4 worker•. 
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31 

TRE A SURY DEPARTMENT 

INTER.OFFICE COMMUNICATION CONFIDENTIAL 

ouc AugUit 5, 191!o 

Secretar~~entbau 

Mr. H::w~ 
The Buaineee Situation, 
Week ending August 3, 1940. 

Ooncluaione 

(1) Business activity currently above no decisive trend, 
but an improving undertone strengthens the outlook for further 
ga.ine later in the year. The New York Times index 1n recent 
weeks baa recovered gradually from ita 2.5-point di p in early 
July. Barr on's weekly index, on the other hand, baa declined 
gradually through July . The FRB index f or July eeaas unlikely 
to show muob change from the June figure of 114, which repre­
sented a gain of 12 pointe over ~he low reached in April . 

(2) Evidences of underlying improvement appear i n various 
directions: 

(a) An increase in new steel orders and baoll:.loge in 
the f i ret halt of July baa brought a renewed expansi on in 
steel output, With several dietriote now operating at 
capacity. 

(b) The 1 offtake1 of manufactured goode increased 
sharply in June, according to our i ndex of ealea, which 
ia now available tor that month. A marked i mprovement 
in new orders during June carried our new-orders index 
for t hat month far above the producti on index, resulting 
i n an increased backlog of untilled order s. 

(c) Further evidence of the active support which t he 
new-construction phase ot the defense program is giving 
to industrial activity apoears in increased atructural 
steel awards and in i ncreased lumber orders and shipments. 

(d) Prices of industrial materials, including eteel 
scrap, show more definite evidence of a firming trend, 
despite further declinee in foodstuff prices. 

(e) Sales of cotton textiles last week r ose to the 
higbeat volWile eince early June, folloWing nearly two 
months ot slackness. 

' 
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Bua1•••• aot1Y1tl abo .. et&ble teD4eaol 

Bue1neU aoUTU7 d111'1Dg .n&l.T, ae .. &8111'84 1l7 
aeaeonall7-a4Juete4 1D4ezea baa abowa ao def1D1te tread, 
but 1n th1e 1nter1a per1o4 betweea aat1o1pat1on of defenee 
or4ere and aore aot1Te produot1on of defeaae aater1ale, 
1n4uatr1al aot1TU7 baa haded to etali1U" aroua4 the .haDe 
lenle. 

34 

!he lew York Ha" 1adu bae r1eea sractull7, tolloW1JIC 
1ta earl.7-J'ul)o d1p of 2.5 po1nUi &all 1a the weelr. eD4e4 J"el7 27 
u reaohe4 an rRB equ1Tal.ent ot 16. (See m.!P. 1, upper 
aeot1on.) ror Jul.7 a• a Whole, the J'RB equ!T~n\ &Terage4 
the aaae ae the aotul J'RB 1n4ez for June, 11~, Wbloh wae 12 
po1nU abon tbe low reaohed 1n April. (Lower .. ouon of 
obart . ) It appear• troa the .. t1sv•• tbat the J'IIJI 1D4u 1a 
Jul)o 1e Ultel7 to abow l1Ule obaap troa the .haDe lenl . , 

Soae eY14enoe ot a ovrent tlaUealag of the llua1uU 
tread appear• 1• the 41Terseaoe betwaea 41tterent neltl7 
bue1neu 1D4uea. Barron '• 1D4ez, tor eZUQ~le, after reaoh-
1ng a pealr. of 113.5 1n the f1rat week of JU17, 4eol1ae4 sra4-
uall7 to a low ot Uo.o 1n the laat week of the aonth. !he 
Utterenoe 1D treDd lletweea th1a 1D4u aa4 the lew Yorlr. 'f1a" 
1adu 1ll reoent weelr.e 1• TeJ'7 larpl.7 aooouted ter 117 IIAI'Ite4 
UttaraDo" 1D the n1gbU au1pe4 to eleotr1o power produo­
U oD, 11111oh baa rhea atroaglJ 4v1ag the aonth. 

laa1o aUuaUon 1Jipz:oY1y 

It 1e not 7et olear whether new ordera ua4er the 4efeaae 
prograa, plue 1noreaee4 oonauaer liuJing renlt1ag froa r1a1ac 
uplo:raent aD4 p&Jrolle, Will upaD4 autt1o1eDU7 1D the 1•­
aeUate future to llr1ag DD7 aater1al. 1Doreaea 1a the a4juete4 
1ndexee of 1D4utr1al. pro4uoUon 4v1ag Aaguat aD4 the aoath 
or two 1aae4.1atelJ tollow1ag, lllat a r1ee of at leaat eeaaoaal 
proporUone 1a 1D4uatr1al. aot1Y1t7 4111'1ag thet period .... 
11141oate4 117 ov -p1le4 llae1o 1JI41o", Wbloh are aow &Tail­
able for Jue. OUr 1D4u of new order• 1a tbat aonth ro .. to 
an eet1aate4 rRB equ1Taleat of 133. (See ~ert 2, upper aeo­
t1oa.) 81noe th1a ooaa1der&bl.7 ezoee4e4 t ao\i&l rBB 1D4ez 
ot 1111- 1a that aonth, the llaoltlos of UDt1lled order• at the 
aDd of the aoath abolred a aharp 1noreaee. OUr ut1aate of 
unt1lle4 or4era 4er1Te4 troa the ouaulate4 41ftereaoe llatwaen 
aew ordara aD4 prod110Uoa (lower aeoUon ot ohart) baa r1aea 
h tbe h1peat t1sur• e1aoe laat Jlon&bar. 
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Secretar)' Mor gent hau - J 

our index ot baeio demand, howeyer, hae rieen but elight l y 
over the past eeYeral aonthe . (See Chart~· upper eection.) 
For t he month ot June, the baeic demand In ex ot 111 wae J 
pointe below the FRB p.r oduct1on index. Tb11 i ndicate• that 
innntor1ea ot aa.nu1'aotured goode are ·being accumulated. 

The •otttake 1 ot aanutactured goods, ae meaeured b)' our 
combined index ot ealee (lower eeotion of Chart 3) inoreaeed 
sharply in June and remained abo•e the production index tor 
the aiXth IUOOeaeiYe aontb. 

The etrengtbening of retail 1&111 that wu apparent during 
June , in r eeponee t o inoreaeed paJrells, hal continued through 
July , t hough t he Yolume of retail etore ealu haa apparentl)' 
been reduced eomevbat by the beat W&Ye. Department etore aalea 
during the pas t tour weeke have aYeraged 7.0 per cent aboYe 
last year, ae compared With an inoreaae of 9.6 per oent during 
the t our weeke of June. Retail aalee ot automobiles and truoke 
during Jul)' are expected t o t otal about t he aaae ae 1n June , 
in contraet to a norsal decline ot about 6 per cent. 

With a etrengtbenlng underl)'ing trend, and a proepectiYe 
mounting Yolume ot armament ordere, the evidence pointe rather 
clearl)' to further bueineas gaine later in the )'ear. It ahould 
be noted that the preeent FRB production index, through not 
including important arauent induetriu , faile t o indicate the 
ful.l extent to whlob bulineee act1rtt)' bae been iaproved b)' 
foreign and national armament ordere . The new rRB index to be 
publ11hed next aontb Will include production data t or aircraft, 
shipbuilding, aaob1ner,, obeaioale, rayon, and other producta, 
wb1cb are now represented inadequately or omitted entirel)'. 

The ateel eituation 

A marked 1ncreaee i n steel buying during the firat 
halt ot Jul)', which carried new order• reported b7 the U. 8. 
Steel Corporat i on to 149 per cent of capao1t7, hae brought 
a renewed expansion i n eteel actiYit y, despite high tempera­
tures teDdlng to reetriot operating echedulee . .A.otiYit )' 
wu eeUaated d 90 .4 per cent ot capacity during the Wllk 
beg1Dn1Dg Jul)' 29, an adYance ot 2.2 pointe troaa the prnioue 
week and the bigbeet rate eince Deoeaber 11 , 19)9. At a rate 
of 97 per cent the Chicago district wae at ite bigbeet point 
in 11 r eare . Buttalo and Detroit continued to work at 100 per 
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oent and the llbeel1ng area wu repone« to be II- poillta ebon 
1t1 theoretical oapaoitJ. So• aleokaning of daaa4 eo­
counted tor lo .. r retea 111 St. Louie and Oi no1nnati , wb1la 
e lo .. at B1~1ngbaa waa due to one oo11pa.117 taking ott an 
open hearth tul'llaoe tor the parpoae of 111oreaaing ita oapa­
o1t7. ror the OUJ'l'&Dt .. ek, eteel operat1ona are aoha4ulM 
at 90.5 par oent of oepaoU7, preot1oall7 ,..,benpct tro• 
laat week'a 90 .... rata. 

During the eeooll4 halt of Jul7 the YolWN ot uw orctere 
tor ateel hal fallen ott, eooor41ng to t18W"'• reported 117 
the U. 8. Steel Oorporetion, tba weekl7 t1guree deolilllq 
to 81 per cent of oepaoit7 end 7 ... per oent, reapeotiYalr. 
flUe ae:r hen been due in pert to the uauel mida-r 
noet1on intluenoea. !he Oorporet1on1 e b&oklog of untilled 
order& 1a pleoed ottio1ell7 at about 2,500,000 tone, and 

currant opereuone at about ~per oent ot oapaeitJ. 

An eerl7 ohangeonr w new euto.ab1le modele, ooupled 
with en expected strong retail de-.114 for eew oere , is ez­
peoted to bring e relet1nl7 eerl7 inoreue in eteel llu7-
in8 from the euto.ob1le oo~~peniea. !he low point of the 

eutoaobUil obengeoYar period will probebl7 be reeobad in 
the currant week. Werct • • Auto• tin Repcrte eatt.ete4 
laet .. ek'e production of euto•bilea end truoka at the 

low t18W"' ot 17, :H3 llll1 ta, but el1chtl7 abon the eauonal 
lon in earlier 71ere. .Utboup produoUon aohadul.ee tor 
the reet of the 78&r han been reYi .. d upward fro• expeote­
tione of e •nth eso. eepeoiell7 tor the fourth quarter, 
no illportant lluJinc of eutoaotin eteel hu 7et appeared. 

Steel produot1on elre!47 n.aer oapaoi tl 

With the eteel illduetrJ elreed7 operetiq olou to 
preotioel oepe.oit7, there ia e feeliq in eo• quertere / 
that intlation&r)' intluenoea M7 ahort17 bestn to appear 
in ateol prioea, pertioul.erl7 ainee 1:he tell requ.ire•eata 
of the eutoaoll1le ooJil)&lliaa ..,. oo.pete with haeYJ orctara 
for neal under the detenee proiJ',.. !o e OOIIIIiderallla ez-
tant , ot oouree, the preeent larae inYantor ial of eteal 
produote at 1:ha .uta will ellaYiete the aituetioa. 

Ill Obert II- n ehow the neerneae of epproeoh to fllll 
oepeoit,-, in eotuel tonneae, in eeoh of the ~rtent ateel 
d1etr1ota. It will be noted that the onl7 leewa7 tor e 
further aaba\elltiel 1noreaae in ataal produotion ia 1e the 
P1ttallurgh d1atriot, and that e nuaber of the allellar 41a-
tr1ote ere alreedJ operetina at tul.l oepeo1t7. 
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fextile buzing increaeee 

Following an extended period ot light aotiYity in the 
textile aarketa, new biQ'ing ot cotton textile• expanded 
sharply laet Vedneedar to about 4o,ooo,ooo yarde, the high­
eat yoluae einoe earl7 JUne. Firaneee in the etock aarket, 
and the proepect ot heaYier GoTernaent buring were the ohiet 
motivating intluencee, according to trade reporte. 

The eaae intluenoee haTe also brought an increase in 
deaand t or a nuaber ot other induetrial materiale, which 
baa tended to etrengthen pricee ot these aaterialt daepita 
a• turther decline i .n the index ot toodatutt prioee to the 
lowest leYel linea laet Septeaber. (See Chart 5.) 

Futuree prlcea ot copper, lead, tin, and &inc were 
higher tor t he week, all except tin ehowing eigne ot in­
oreaeed deaand. Although copper ealee in July were onl7 
58.495 short tone, hardly acre than halt tholl in June, a 
eubstantial proportion ot t he total -• reported in the 
last ten daye. Zinc ealea in the weak e.nded Jul7 27 were 
16,614 tone, t he highest since early April, and lead aalea 
were substantial. Steel eorap prices have been firmer in 
a number ot dietricta. 

Our weekly index ot new orders (eee 
ollned duriq the paat two week a, due to 
eteel ordere and to eoae reduot10n in new order• tor tex­
tiles. Laet week ' • expaneion in orders tor cotton textile• 
le not yet reflected in the index. Orders t or producte other 
than steel and textilea, on the other hand, have reached a 
new high t or the year. 

Defense order• tor conetruction aateri&lt 

The influence ot the detenee program in ita early etagea, 
1nvo1Ting a heaTy Tolume ot new oonetruction, it beginning 
to be clearly ahown in the current etatietioa on structural 
steel &warda and on luaber ordere. 

Awarde ot structural ateal during the weak ended July )0 
rose to 67,)4o tone, a new high, with one exception, ainoe 
September 19)S. The largest award waa tor a naYal air 
station at Coroue Cbritti, Texas. Luaber ehipaenta haTe 
been expanding noticeably through July, and new ordere tor 
lumb~r during the week ended July 27 reached a new high 
alnce l ast Sep tember. 
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8oope of ah1pbu1141g boo! 

Reoeat awar«e ~ l.arp oontraoh tor a&Yal oon.truoUoD 
1n oonaeotion Y1th tt. natioaal 4efeDee procrea tooae atteD­
Uon on the ah1pba1~41ag 1n4uetz'7 ae a taotor 1D the bv.e1D .. I 
p10tiiJ'e . 

38 

!he .. ount ot new oonatruot1on 1nYO~Yed 1n the ahlpb\11~4-
ing progr .. ll&k .. an 1apoe1ag total. On .Tu11 ~ ot th1e rear 
aerGbant Yeeee1 tonnage under oonetruot1on or oontraot aaoaated 
to nearl1 1,567,000 gro .. tone, tile h1gh .. t f1pre e1Doe the 
th1pbu1141ag booa of the World War per1o4. (he apper 
teot1on.) On that ... e date the .. ..., Dt~nt oon-
1l'aotl to pr1Yah ~prar«• oonr1nc 115 warahlpe oon1ag 
t~1~,ooo,ooo exo~ua1Ye ot araor, araaaent, eto., Whloh 11 to 
be euppl1t4 b7 the GonrnaeDt. Aa a renl.t ot rue oon~truo­
tion aot1Yit7, eap1oraeat an4 parrolle 1D pr1Yate th1prar«1 
hen eXJ)IJI4t4 rap1~ 4v1ag 1939 an4 1~. (Lo .. r ltOUOD of 
Chart z.) 

!he t or1101JIC f1CV .. 40 DOt 1D011l4e the 1&'1'1 7&1'41, 
wh1oh are an 1aportant taotor 1n werahlp oonltruot1oD. !he 
National Detenee A4Y1eorr Ooma1ee1on hal reported that troa 
June 6 to Jlll1 16, oontraote ha4 been oltared aaoaat1ag to 
t 1,391,000,000, tor the parpoae of equ1pp1ag tile 1&'1'1 Y1th 
warth1pe ( 1no1u41Dc tholl aent1oaed alloYe) &114 a Yar1ed l1et 
ot ot her u.... !hi a 11 1114epen4eat of the a441Uonal wer­
eh1pa pron4t4 for 1D the t~.ooo,ooo,ooo two-ooean .. ..., b1ll 
l'toentl1 11gne4 b7 the Pree14ent . 

Vi th a hqe n&Yal expane1on prograa lln4er ..., oonov­
rentl1 Y1th the beet Yo1uae of aerohant Yeeee1 oonetruotion 
in 20 1Ml'l , DOt Onlr the ah1pba11.41JIC 1D4Uiti'J bv.t the ltH1, 
!1oh1D&r7, eltotr1oal equ1paent &114 Y&r1oua other 1D4uatr1ee 
are bound to reoe1Ya lllbltant1al or4ere tor aeter1ale an4 
equ1paent. !hue, aa a r .. ut of the ooDtraotl awtr4ed .Tul1 1, 
an otf1o1al of the •e• York 8h1pbu1141ag Ooapa117 1tated that 
the ooaJ)IIII1 oou4 operate at oapaoitr for ll rear1 wUh or4trl 
then oa han4, While the ID.aotr1o lloat Ooapur hal anno1111oed 
plane to double Ue oapao1tr. Partl1 11e ... 11 of aar1De or4era 
tor h11Y1 e1Htr1oal eqal,..at, both GeMJ'&l ID.aetr1o &114 
Yeetiacboule are booked at oapao1tt tor a rear or aora oa 
elloh equipaent. 

/ 

Regraded Unclassified



RoweYer, ~· •r.otalllll.ar 11atve of De ehlpbuU41., 
progrp ehou14 not ead to a11 O"f'ar-eYalaaUoe of th8 
euwort thle 1114Detl'1 rill proY14e to p•Nl 'llaelal .. 
aot1YU7 111 the •athe ahoa4. fho 1114UVJ 1a a :rel.aUYI1J 
a1nor oae, &114 She oout~ouoa 11114er ~o Jll'll,... •11 
neoeuar11J 'be eprea4 oYer a pel'lo4 of ;rean. !llo 18,600 
eerploJ•~ reported 1a the prhate lb.1p'llaU41al 1a4ut1'1 1a 
June 1940 uoute4 to a'boat 1,1 per oant of total faotol'1 
eii'Olo,..eat 1a that -~~~ u reporto4 b7 th8 lllreau of 
Labor 8tat1et1oe, In 19,9, ~• aot1T1tJ 1a the 1Diuatf7 
n.• about 25 per oeat 1onr thaa at pre .. at , t11o oh1p­
buU41111 1114118\I'J OODIUMCl o.UptlJ lo .. tMa 2 pol' OODt 
of our total pro4uoUoa of flalahiA etool, 'llat aboat 1' ~ r 
oent of our etee1 plate pro4uot1oa. 

•••lll bao1aeeo 1a4esoe 

!'he ... ron: ~u. .. ~z of baotao .. aoUTUJ 1aoreu04 
o. 6 polat for ~· n oli:: oll4o4 .J'IIlJ 27 to 101.7. !he 1a-uo 
1n tbl preoo41ng nelli:: na o. 7 polllt . 

!he l.&Joopat oontr1butor to ~o a4T&IIN ne an 1a-uo 
ot 2. 6 po1ate 1a the adJaete4 1a4os of e1eotr1o ponr pi'Oduo­
U on, whloh oarr1od U to the hlpoot 11TI1 etuo tM Willi:: 
endo4 Septeaber ~. 19H. Aooor41., to t!ll MM11at, Ule 
r1" 111 thle 1114os for three ouoooeUTo -u !lao \lle11 
1aJ'III1J due to t11o 111oreuod u" of oleotrle poWir for all' 
oond1 t1on1q &114 retr1prat1011 1111'1.. tho I'IOOIIt hot woat~er. 
!he adjueted 1JIIlu: of 1uaber prodaoUoll, ett.alatod - u­
orea"d or4ere, ~"~" 5. 6 polate to a ••• lllp e1aoo laot 
Jullai'J'. fheee two 1aoreuoe ... , thall offeot a ea\11...-Ual 
deollnl 111 tho a4j'llete4 1114es of aut-'bllo produoUoa, &114 
a 1eeeer deo1111o 1a ootto11 a11l aot1TltJ. 

Pre11a1llai'J data for the woolli:: eadllla Allfplet ' l'l"f'eal 
a further 4eo11u of 2,. 5 polate 1a the U4ez of aato•bUo 
produouon to 11-2.1, porbapo aar111::1111 Silo 'bottoa of the our­
rent deo11De due to the oar1J obaapoTer perlod. fho 111-
dez of eteo1 tasot produot1on wU1 abow a ooatra-e .... aal 
1Doreue of about ' · 5 po1ate, 

.. 
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GROUP llEET:mG iuguat 6, 1.940 
11:00 a ••• 

Preaent: 

H.li.Jr: 

White: 

H.Ji.Jr: 

Bell: 

H.lL.Jr: 

Kr. 'l'hc.paon 
Mr. Bell 
Mr. Gaaton 
Kr. Sulll nn 
Mr. Baaa 
Mr. lhita 
)fr. Vlller 
)fr. Schn.rs 
Mr. Young 
Mr. Cochran 
)fr. Chamber lalll 
)Ira nob 
)fr. Cail'U 

.llthougb aaae of theae people •1 not be 
rl tall7 1Atereated, I thillk we had better 
do tax bill tirat and aort of get a claal'­
anoe on that. 

Thank 70u, eTer7bo~, for lening me alone 
aeven da7a. I am Te1"7 much obliged. 

We had no choice. 

I actuall7 didn't go to the telephone or get 
a letter from Frida7 to FrldaJ. 

You Lbaoat got one FrldaJ eTenlllg. 

llT hoat baa a portable radio and he haa thia 
old idirondack KU!de and ~f:: up earl{ and 
tried to pla7 i ~ and the wouldn' work. 
'!'he id1rondaolc KU!de aaid, "Yea, that 1a the 
•1 Mr. Sua wanh it. • 

Well, JohzmTt on the tax blll, the aituation • 
I juat talkeel with Daughton. Re wanta to get 
hi a gang together and caae on do1111 either at 
4:00 o'clock or at 8:00 o'clock and I 1AT1ted 
th• all tor aupper and he juat couldn't aee 
how that oould be. I don't know llhat tille 
he •ta hia supper. lla;rbe he eah at 6:00. 
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Anywftj , between 4:00 and 8:00 we are going 
to have a visitation, 

Sullivan: \'fuo is coming? 

H. J.!. Jr: He didn' t know, Doughton, Cooper, Harrison 
and a few of the rest of them but for the 
benefit of my staff, I can boll down what 
happened 1esterday inside of the roam and 
under the rose. I sat on the President ' s 
back porch, He was in a r ocker and he says, 
"I can tell you very simply how I feel , • 
Be said, "I want a tax bill; I want one damn 
quick; I don' t care what is in it; I don't 
want to know. • He says, "The contracts are 
being held up and I want a tax bill," and I 
said, ~Vould you like to explain?" and he 
said, "No, I am ver1 vague about it .• But 
he said this, that I was perfect11 free t o 
say anything that I wanted about it, that if 
I felt like criticizing it, that was my 
privilege and he hoped I would, and for those 
here, for t heir benefit - I have been through 
this once before - when he signa it he is 
going to say what he thinks . I went through 
this once before wi th Harrison, as a result 
of which he didn' t talk to me for two fears, 
so it is a very ticklish situation, but I 
have had time to think it over after having 
seen him. 

After all, he is running for office and I am 
not. He hasn't asked me to keep my mouth 
shut because he knew I wouldn' t, and I think 
the thing t o do is to do what he says, let 
Congress write a bill and then I am f r ee to 
say anything I want and he will say it when 
he signs it, I disagree with him a hundred 
percent . I think he is entirely wrong, but 
I am not President and I am not running for 
President, and he is , 

• 
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Untol'tu&hlJ, fi'Oia what D&D tella .. , thel'e 
•• nobod7 in Cabinet who would take ov 
a1det although the week befol'e the l'1'11ident 
pouzuted the il111t &D.cl he a&id he wanted the 
k1Jid of bill we had vitten. 

Bell: The pl'eeiUl'e at Cabinet F1'ida7 •• all on 
1110rUsaUon pl'orlaiOD.I beoauae the7 aaid 
1t •• holding vp oontl'&ch, both the !zw7 
and lla'f7. 

H.1l.Jr: I don't han to -.Ice a at.p apeeoh hve, but 
&!tel' all I han aaid l'ight along JOU oan 1 t 
expect one auta.obile .aau!aetarel' to tell 
anothel' autcaobile -.nufaotUI'e!:l •stgn it &D.cl 
like 1t. • The7 won't do 1t. TlleJ jut don't 
do it. I han been unable to get Knox to aend 
~ 0\'el'. Did he eend I.I1Jth1ng OTel', 
u1 conbacta he can't olou? 

Sulli Till : I haTen 1 t heal'd of &!If. 

H.W.Jr: The English went all through this thing &D.cl 
with oUI' help, the7 got their oontl'&cta. The 
only thill£ the President said was that he wants 
a blll anil he wants it fut. I h&Ten't JUde 
&D.J speeches on it. 

Sull1Tan: If thq are going to write theil' bill -­

(Unrecorded te~bOD.e oonTeraation with 
Congrea..an Do ton) 

H.K.Jr: 

Sullhan: 

ihih : 

ie I etarted to ,_,, what the l'l'e1ident a&JS 
he wants 11 a bill and hi wante it faat. I 
would like to get it through the House thh 
week. 

Well, the7 oen get that one through, I thinlt. 

b it going to contain an exceaa profits? 
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Sullivtn: 

H.LI. Jr: 

Sullivan: 

H,M, Jr: 

Sullivan: 

H,li. Jr: 

Sullivan: 

White: 

- 4 -

No, If they are going to write this bill, 
I think the question we are going to have 
to decide is whether or not we want to 
participate in it or have a.ny part in it, 
because surer than shooting we will have 
to clean it up next year and if we appron 
this we are going to be in a very vulnerable 
position at the next session, 

I don ' t see why we just can't take a leaf 
out of what the President said, "Gentlemen, 
you are the elected representatives of the 
people and if you want to write a bill, 
okay, you write it. • I have never made a 
recommendation to Congress and I am not going 
to make one now, 

Then we don't have to battle it through. 

That is right. 

Of course, one thing I think the President 
should know and that is that the people who 
wrote this bill are the very people who are 
goin§, to ~oint out the absurdity of it to 
llr , Willlie the d&y the President signa it, 

Johnny the President - I am saTing this 
atrictiy in confidence - told me laughingly, 
but three times, he didn't want to know what 
is in the bill. Now, three times is enough. 

I should think so, 

I still don' t think you oan dodge the responsi­
bility that way for fighting for the kind o! 
bill that you think you will v~&nt, providing 
that your fight doesn't finally stop the 
bill, but I don' t think that under the circum­
stances the Treasury Department can be com­
pletely disinterested in a bill that is - a 
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B.ll,Jr: 

Kloh: 

H,ll, Jr: 

H,W,Jr: 

- 5 -

tax bill that 11 going to be paned &Dd m ­
pleaeant ae it-T be, it appeara to ae that 
TOU have got to fight for what 70u want and 
try to make it ae near what 70U 111Dt ae poui­
bl e . 

ill right·now, HArry, let' s be practical. I 
have been through thh thing fi're or aix twa. 
Doughten hae alwa711 add he won't go ahead with 
the bill unless the Preaident and -raelt agree 
with hill on it beforehand. He ia going to aalt 
ae that this etternoon &Dd I will aq, •m 
right, I don 1 t agree and it I a aalted publicl7 
I m going to u.y I don't agree. • 'l'hen he 1111, 
•I won't hold a hearing. • 

We did it last 7ear for longer than two lllOnthe; 
from Jannary until the end of Jlarch that went 
on. For three months that happened, waan't it? 

That le right. 

We atarted in Januar7 and it went through the 
end of llarch and Doughten add "I will not 
lllOYe until I get the word of the President 
and the Secretary of the Treaaury that the7 
are in agreetaent with the House. 

Isn't he just as interested or alaoet •• in­
terested ae the President in getting a tax 
bill through? 

No, TOU have got to go on the auumption that 
there ian' t a single 111n with the pouible 
exception of Cooper who 1a cOIIdng down her e 
toda7 who wants an exceae profi ta bill this 
7ear and the7 have said ao. Bo one wants i t. 
Now, no one has to tell me - I am in thorough 
dhagreement on the thing. I think it 11 
wrong. I think it ia wrong frc the aocial 
etandpointJ I think it 11 wrong frc a r nenue 
atandpoint; but it h juat a queation hOif 
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White: 

HJA.Jr: 

Vlhi te: 

- 6 -

loud should I shout eo that the President 
who said, "I don't want to know what ia in 
the bill, but I want a bill --• 

Now, don't forget this. I have had a chance 
to very carefully read the papers, much more 
so than when I am here and that article which 
Phelps Adama wrote for The Sun and which 
Walter Lip~ picked up when he said there 
were only $900, 000 worth of contracts that 
had been let by the J.ntr for planes frog the 
time the;y had approprial;iolUI for it, is true. 
Now, the;y cannot-point factually to a reason 
1fh1 - they can talk in generalities - that 
the Treasury has held them up. But if we -
nerybody around town ia looking for a goat 
and I don't want to be it. I won't stultify 
m;yself on this thing. I won' t say it is a 
good bill, but the question ie, how loud 
should I shout it ie a bad bill? 

But aren' t there some lillli h within which you 
can operate? !eauming you have to get a bill, 
assuming the bill, if you pla;y a oampletel;y 
disintereated role, will be worse than one 
;you might get if you put up a fight for it 

Supposing Doughten doesn't ea;y this atter­
noo.n he wants thia. Supposing he goes ahead? 
He calla on me or Sullivan - lie - to go up 
and make an introductor;y atatsaent and I 
came out and tear the bill apart and then 
either a liberal D~crat or some Republican 
picka up what I ea;y and usee it after the 
bill passte for a ori tioim, or these fellows 
sayi WWell, What you said, Korgenthau, the;y 
wil use that in the campaign against ua 
who are running for reelection this fall." 

Well, don't tear the bill apart but merel;y 
tear those things ah!~~ and modif;y it in 
such a way aa ;you t ;you a&J be able to 
get it. 

• 

/ 
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H.M.Jr: 

\'/hi te: 

H.U. Jr: 

Chamber'n: 

H.U.Jr: 

- 7 -

Take rq advice and think thia thillg over 
for aeTeral hours. Thia ian't so eas1 and 
I wouldn 1 t - it I hadn' t had 18 hour a head 
atart on this thi.ng- thia hn't ao euy. 

In other words, you don't think fOU could get 
anything bf fighting for it, in this particular 
bill? You wouldn't be auocesatul in getting 
&nJthing? 

Listen, a!ter Jlr. Rooaenlt tells these people, 
Barriaon and Doughten, •I don't care what ie 
in the bill, I want a bill and I ant it at 
o:i!£.• where doea t .hat lean us? lilhat do fOU 
t , Profeaaor Chamberlain? 

I thiDk fOU han got to take the position 
fOU suggested. I don't see what fOU can do 
at this tiDe. 

If I go too far - would you mind sitting here? 
~ ears are stopped up on account of !lying. 
I aq U I protest too much and I kill the 
bill --

Cbamber 1n: Than you are in the hole. 

H.li. Jr: And I aa poaitin we can' t get the kind of 
bill we would. !a I right, John? 

57 

Sullivan: No, we could get our bill after a fight, which / 
11 not aa harSh aa the LaFollette amandaant 
which passed the Senate with a vote of 41 to 
31, but it would be a battle all through the 
House and a battle all through the Senate and 
probably a battle in conference and we wouldn't 
han it by the and of the first week in Septe­
ber. We might not have it by the and o! 
September. I think where we are in a bad posi­
tion ia that it haa to be done in a hur17 to 
avoid thie critioiBDI and yet I doubt if we can 
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H.ll.Jr: 

Sullin.n: 

H.IL. Jr: 

Gaston: 

Bell: 

H.ll.Jr: 

Ball: 

Gaston: 

Bell: 

B.ll.Jr: 

- 8 -

support this bill the •1 t he7 want to go. 

Well, I don't haTe to. 

!nd be at all effeotiTe in oleaning up the 
aeu later on. 

We don ' t han to. The President haan't aaked 
ua to. 

I thillk rou oan JUke a etat•ent in whioh rou 
will preaern JOUI' position without oppoeillg 
what the7 plan to do. 

I wonder if the Secretarr could lllke his 
statement before the bill is introduced? 

I don't haTe to appear at all. 

BUt I ne thinking if rou could appear ana 
make rour statement to the committee ana !:I 
down some general principle• aa to the tr 
the bill ahould take and then let th• in­
troduce the bill after that, rou wouldn ' t 
be critidung the bill that thef had intro­
cluced. 

Correct. I th1nlt that h prettr good. We 
will gin the ccaalttee all the technical 
help the7 want, offer thea assistance and ao 
on. 

I am &leo wondering if it would be out of 
place for rou to oall their attention to 
the President'• statement on the tax bill 
in •sa whan he didn't algn it. Be made a 
atatsment on it. The7 aiibt find theaselTea 
in the same position in tD!e case. 

Well, nan, if I do that --
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Bell: 

H.l!. Jr: 

Bell: 

H.Jl. Jr: 

Bell: 

H.M.Jr: 

Bell: 

H.ll. Jr: 

Bell: 

H.ll. Jr: 

Sullivan: 

H.M. Jr: 

Bell: 

- 9 -

I aean to the gl"oup this a!ternoon. 

No, if I do that, they will,.,, ~ell, we 
won't go ahead until the Preaident says he 
won't make euoh a atatament. • 

That isn' t out of place. I don't see how 
the President can M'f to the cCIIIIdttee, •I 
want a tax bill and I don' t care what is in 
it, • and then when he reads it at the tille 
he puts his signature on it, criticize it. 

That 1e his busineaa again. I am being veey, 
ver1 frank with 'fOU people. 

I think it i s unfortunate. 

So you can advise me, but I am telling you 
just what happened yesterda7. 

He made the same statement almost word for 
word in Cabinet. 

Did he sa1 he would criticise it when he 
eigne it? 

No, he said, "I will still be free to talk. • 
That is what he said. 

Well, he went a little bit further with me. 

The second question is whether Treasury or 
the national !dviaOr'f COIIIIIIiaaion should be 
the ones to teatif7 as to the necessit7 of 
amortization and the suspension of Vinson­
Trammell. 

Well, that is detail. Let me ask you - did 
the7 say 4:00 or 4 :30? 

4: 30. 
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H.K.Jr: 

Sull1T&n: 

H.lo!.Jr: 

Sullinn: 

H.K.Jr: 

Gee ton: 

H,J.!, Jr: 

- 10 -

Could rou be reaq at 3:00 with two parallel 
coluame outlining the altterencea between t hat 
ana this bill? 

Yea, air. 

B1 3:30? 

Yes, air. 

So I would lmow something of what I D t•l~ 
about. Whf don ' t we auapena it until ~ 
I will han this Senator what ' a- hie- lliDle coaling 
down here with blood in hie er e, Onrton. 

Vie got a letter this morning fr0111 Frank Buck, 
nt the request of Overton, endorsing KaloneJ. 
He is from California. 

How ar e JOU getting along, Professor Chamber­
lain? 

Chamber'n: Getting along all right. 

H.K.Jr: Do JOU want to see me anr time todaf? 

Chamber'n: I aa not quite reaq, llr. Seoretarr. I want 
to eee JOU in a da7 or two after we get 
straightened out, 

H.ll. Jr: ~boq want to eee me todaf? 

Hua: I han got BOlle material I can lean on JOur 
deek. 

H.ll. Jr: George, find out from the Pearce Foundation who 
ia building those houses in New Jerser . The 
Secretarr Of t he NaT7 is going to build a lot 
ot houeee and he would l1li:e to get the informa­
tion. Who would be the pereon to eee? Look 
up t .he uguine, the Architectural For~~~~~, about 

co 
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B.I£.Jl': 

Baas: 

B.Jl. Jl': 

Baas: 

B.M,Jl': 

Bell: 

B. II:. Jl' : 

Baas: 

B.K,Jl': 

Bell: 

B,ll,Jl' : 
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thl'ee ol' foUl' aontha ago, 011 then $2500 
houaea they an buildiug 1n Nn Jel'aer. 

The7 han onl7 got one undel' oonati'Uotion. 

But let'a get the lateat infol'm&tion. 

J.nd who the man 1e in chal'ge? 

J.nd if he could oome on down, ther oolll.d 
telephone him. Wolll.d he be l'eadJ to turn 
OTel' the plene to the Seol'etal'7 of the 
llaTf and how manr could the7 build a daf'? 

You want me to call hill on the phone? 

Yea. He is talkln~ in term. of 60 a week. 
Aak him 1t he ooul build 100 a week. Be 
i:a going to do 1 t himaelt. Be 1a notJo1ng 
to fuss around with anybody else. Co d he 
build 100 a week? 

The Preaident thoupt they ought to be able 
to build those fol' $1800 . 

The;y lllight it the7 got 1t 1n ... pl'oduction. 
That 1a the beat houae I han nan yet. Get 
all that stuff I han at~n, Geol'ge, will yw? 

Yea, ail', 

Well, it anrbodl' n.nta ae, 1! the7 will oa.­
IIIIUlioa te with J(oK.af. I again tlwllt neJ7bodJ 
fol' making it pon ble. 

I would like to see rou fol' about fiTe lllinutea. 

Yes. 

John, you sta;y hel'e when I get this thing. 

/ 
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Secretary of State, 

Washington. 

387, August s. a p.m. 

GRAY 

RIO DE JAJIEIRO 

Dated Auguat 5 , 1.940 

Reo 1d 3:1.0 p.m. 

Department ' e tcl.egr• Bo. a3a, August 1., noon. 

I b&ve received from the Br&dl.ian 111niatu for 

Foreign Affaire & l.ett•r, dated August 3, 1.940, of 

which the fol.l.ow1ng i s & tranal.&tionl 

•Referri ng to the oollllll\lllic&tion aent through your 

to the Jedcrol. Rcacnc Bank to the effect tb&t the Bank 

of Braa1l. ~ maintain at tb&t institution && gol.d d.cpoa1t 

o.ooount aa agent of the Bro.,1l.i&n Oonrmnnt (which it 

ia) o.nd i n aooordo.ncc with the proYiaiona of the corrc .. 

pondcnce cxobnngocd on Jul.y 1.5, 1.937, by Secretary llorge~ 

tbau, Jr . o.nd Kiniater Sou&& Coat& which was modified by 

the letter of September a, l93S, o.nd waa the aubject of & 

tcl.cgrcm of September 3 , 1938, I have the boner to inform 

Your Exoell.enoy, i n addition anA o.t the request of the 

President of thE Bank of BraEil, that the outhoritJ conferred 

upon the Bank of Brazil. i e for the execution of all. the 

transactions xntionEd i n the oorreepond£nce rs:fs:rro:d to , 

1nclu11ng 

' 
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Auguat 5, a p.m. 1 from RS.o lk JQDd.ro 

1nolu41DS the purobaac of IIIUl'de from the JIQIIIt of 

Brnz11 by the JcdcrBl Rcec~ Bnnt.• 

I8B 
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H.M. Jr : 

Operator: 

H. M.Jr: 

. .. .. .. . 

Hello. 

AIJ8Uat 5, 1~ 
10 :52 a.a. 

Senator Overton ia in a Ooam1ttee meeting. 
Hh Becretar)' would l1ke to talk to )'cu. 

o. 1. Hello. 

Sen. OVerton' a 
Secretar7: Yea, Mr. Becretar,. 

H.M.Jr : 

S: 

R. M.Jr : 

S: 

R.M.Jr: 

S: 

R.M.Jr: 

S: 

R. M. Jr: 

S: 

R.M.Jr : 

S: 

H.M.Jr: 

\ 

I ba't'e thla cell troa Senator O't'erton. 

Yea. 

I'• here. I' m a•a1lable. 

All r1gb_t, air. He'a in the Appropriation• 
Committee meeting thla aorn1ng and aeked me 
to call him there when ve got the appointment 
with JOU, ao shall I call hia nov and aek 
h1a it he can ooae down? 

Yea. Shall we aa7 ll:JO? 

ll:JO. I belie•• eo beceuaa I think 
Congreaeaan Doughten vaa to go v1 tb Ilia 
and we'll ha't'e to reach Congreaaaan Doughten 
alao. 

Right. 

!hank JOU, air, 

I'll bold 11:30 and it in the aeantlae 
70u would cell back and let Mr. McJta7 know 
on Diatrlct 2626. 

~. McJta7 on Dlatr1ot 2626. 

It 70u pleaae. 

All right, air. !hank 7ou. 

!bank 70U. 

) 
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R.M.Jr: 

Rarold 
IGktl: 

R.M.Jr : 

I : 

R.M.Jr: 

I: 

R.M.Jr: 

I: 

R.M.Jr: 

I: 

R.M.Jr: 

I: 

R,M.Jr: 

I: 

R.M.Jr: 

I: 

Rallo. 

laftl')'7 

Ballo, llaro14. 

Aupn 5, 19'\0 
11:12 .... 

Do :rou ant to lunob v1th ••' 

. . . . . 

I oan' t to4a:r, bat I 14 lou to t-rrov. 

ta~ Wall, 1t I'• 1n toaorrov I'll .aka 
1t a 4ata. I'll let :rou know. 

I oan S1Ya :rou a n1oa pr1Yata lunob r1pt 
v1th ••• 

Wall, I oan s1•• :rou one oYer hera, too. 

All r1pt. 

All r1pt, Banr:r. 

la U a 4ata toaorro¥7 

It'• a 4ata anl••• :rou hear troa •• to the 
oontrar:r. 

All rlsbt. 

All npt, Banr:r. 

!bank :rou • 

Ooo4-b:r•· 

·70" 
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K.M.Jr: 

Opere t or : 

rranoU 
Bi ddle: 

K. K.Jr: 

B: 

R. M. Jr: 

B: 

K.K. Jr: 

B: 

R.M. Jr: 

B: 

B.M. Jr: 

B: 

• 

Bello. 

Mr. Biddle. 

Renl'J? 

Yet. 

rrenc11 Biddle. 

Bello, J'ranoh. 

Auau•t 5. l9llo 
4 : ~5 p.a. 

Are 7ou taailiar with th.it JiaaJ eituationt 

Ko, I'• atraid I'c not. 

Well, I thought JOU had better know 
directly. One ot our Dietriot Attorner• 
in New York, in whoa I baYe coaplete con­
tidence, called •• up to ea7 tbie: the7 
have indicted a aan, a aovie executive, 
called Joe Schmca in New York tor per jur7 
and inooae tax evaeion, 

Well, that I know about. 

Be baa a loan to the NUional C1t7 Bank in 
New York ot 1)00,000 • • ••• 

low, wait a ainute. Ketional Cit7 loaned 
bia? 

National Cit7 loaned hia 1}00,000. !he 
collateral tor that debt it bit note, I think, 
ot 1250,000 eeoured b7 eoae New York Cit7 bonde 
and a note ot Jia.J'• in the aaount ot 150,000 
Wbiob coaee due todiJ. Ril note to the 
Rational Oit7 coaee due on Auguet ~tb. Now 
tholl are all tba tacte we lr.now. 'ile ban 
caretull7 not pbotoetated JimaJ'e note and 
Schenck 11 a orook - - he'• a Vll'J Yind1ct1Ye 
tellow and he' • a tell ow that will talk. 
Mow I Juet don't lr.now what we ought to do 
about it • 

• 
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R.M.Jr : 

8: 

R.M.Jr: 

8: 

R.M.Jr : 

8: 

R.M.Jr: 

8: 

R.M.Jr : 

8: 

R.M.Jr : 

8: 

R.M.Jr: 

8: 

R.M.Jr: 

- 2 -

low, let •• an W• Wq etn1P'· 
lohenak ow .. Uw laUoul CU7 IIUk -- 111 
lt I'.,. an 'hll nllh' -- l;,oo,ooo. !be 
oolla,aral 11 1250,000 of bon4a ••• •• 

1255,000 

••• •• an4 150,000 of a note of J1-., 
ftoOIIYilt Wbloh 00811 4UI to4aJ, 

tu. A note d.Nwn to lohenak ' a ol'4ar. 

Oo4, Uwt ' • fWIIIJ kln4 of • . • ••. an4 the 
latlonal Clt7 loaned hl• 1)00,000 on thlt. 

!'1117 loana4 hl• l ;,oo,ooo 1aoured b7, a1 I 
1&7, tll"lt b7 lohenak' 1 note of 1250,000 ln 
lt11l f IIOU1"14 b7 law York Cltf bonda tor 
1255,000 an4 Uw note o f J1-., 1 tor 1501 000. 

Wall, I'll be 4a8Da4. Wall, now, when doaa 
lohanok 1 1 nou to thl laUonal CU7 oo•• duet 

Auau•t 8th. 

Auplt 8th. 

low, I'd hate t o bother 107bo47 oYer at tba 
Whltl Bou11 about lt a nd 71t I Jult qulta 
don't know bow t o handle u. I Wak JOUI" 
Intlll1pnoa 11 tulllar Wlth u . I Wak 
ICJ', lHJ knOWI abcnat U. 

Wall, 1t hi 414 hi 414n1 t taU ••· 

Wall, I w1 atra14 b1 8lpt not han 1n tba 
rulb of bulln111 and I thoapt I ha4 blUer 
talk to 70U 411"10tl7 IIIJW7 • 

81 WI ln WI 110rn1q; he 414n1 t 117 &DJWDa 
about U . 

I thlnk Conaa ea14 h1 talked to Ir17 about 
1t not bllq able ' o 11t 7ou. 

~o talk1d to •• ..• 

/ 

I 
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8: 

H.M.Jr: 

8: 

H. M.Jr: 

8: 

H. M.Jr : 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8 : 

R.M.Jr: 

8: 

R.II.Jr: 

8: 

R. M. Jr: 

- '-
o.r Aaalauat D1Ur1u A nom.,., a -
oalla4 eo..... 0-o-r- r-a-a, llbo h .... ,., 
po4 -· low 1 t •1.-t 'ba 11111 for 1011 to 
IID4 eoaabo4J OYIP ~ .. tO look 1Dt0 1t, tO 
au ~ Corraaf n •lib' 'be 11111 for 1011 to 
oall J1.., -- don't •••n know J1.., 
paraona11J. 

Ob, cat! 1 O&n 1t IYID 'btflD to tall JOU. 
I -· I know 19 nab about Wa. 

Wall, thera baYt 'bean eoae otbar •••••• 
tbat ban -• up tbat .. ~ ... _..e4 ~ 
nppre.. 111 tb one of the other ••tiara of 
the f..UJ. 

leallJ' 

Yaah. 

El11o" 

Yaah. lothln& bat bapptne4 on tbat to far. 

Gee, I don't know wbat to taf. !he dta411na 
h the 8th. 

0 

!ha dta411na u apparent17 the 8th. , Yoia 1 ra 
up to the lat1ona1 CltJ Crowd' 

AIIU 

Yaa. 

I know th• YePf .. u . 
Wall, wou14n 1 t the t pro'ba'blJ 'ba the approaoh' 

Wall, I knOW the• YIPJ w11. 

I won4ar wbtthar JOU •1&ht talk to aoue'bo4f 
1n the Rational 01tJ wbo• JOU know 1nt1aattlf. 
!hat 1 • one rea ton I tboqht fOU ooul4 halp 
tr•eadoutlf. 

Wall, fOU •••• I know Randolph Bur&••• 'baoaata 
ba'• floe Obalraan and he uaad to ba 111tb tha 
ra4eral ......... 
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8: 

H.II.Jr: 

8: 

H.M. Jr: 

8: 

H.I!.Jr: 

8: 

H.M.Jr : 

8: 

H.M.Jr: 

- 4 -

JaU \be 11&11, uct 1a lla a 11&11 :rov oan 
oo.,l,,elJ 'rvat 1n avoll a 4e11oa'' .. ,,,r, 
••ll, llulclolpll 1a a ••r:r ll1cb-ola .. fallow. 

•all, lle'a P' IS..,'e .. ,, aDJ110w 
ao U'• no' a •tter ot '"'UIIC bl. •• 
•all, I ••an, I uuu Jllanctolph IW"C••• 
oo.,letel;r, full:r, full;r. I ••an, lle'a a ••r:r ll1&ll-olaaa fellow. Be'• onl:r been 1n 
there abovt a :rear. 

••11, I woncler. · !be oaee 11 not :rat''' 
tor tr1al., I clon' t know when U w111 be 
tr1e4 bat I allolllct tlllnk :rw mp' tinct w' 
Juet 'llben -- I •ean, \lleJ .tp\ arranp to 
take U vp w1 t1l Iabenek ancl aa:r, wba\ 
arranc-enu han JCN .. eta tor taklnc tll1e 
up. 

Or •:rb• lohenok wUl pa:r 1 t or eo•etll1q. 

But, a\ leaet, 1\ woulct 11•• •• a great 
fael1DI of oont1ctenoe 1f :roa were in toaoll 
w1tll the JaUonal. CU;r ••••• 

I \ell JOU wba\ I tlllnk I'll-.,. I'll oall 
up Jllanctolpll B~ar~••• ancl aak ~ to look 
1nto U anct before the:r clo an:rthlnc, woulcl 
\lle:r talk to •• about 1 t. Bow 1 1 t1la U 

Fine. Ancl, Benr;r, Will :rou oonl14ar the 
a4•1aab111\J of een41na Ire:r, or eoaaboct:r lle 
det11ft&\ee, up to Kew tork to talk to the 
D1etr1o\ Attorne:r and to ••• Whether 1t would 
be ad•1aable to ao into the neaot1a\1on. I 
alloulcl \ll1nk no\ -- \lla\ 11, tile naruauon 
'betw .. n J~ ancl 8ollenok -- to loo into 1 t 
at all. !llare're eo UJ17 of the" Uool 
p11eona around that perhape there 11 -• 
1ntor.at1on outa1de of 8ohenok, :rou •••' 

Ob, God! I'a 101ftl to lla'fl to talk to ;rou 
about tllle rranc1• beoav•• \ll1e open• the 
a•enue wb1ob 1e -- well, awful, I aean, 
well .. . .. 
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8: 

B.M.Jr: 

8: 

R.M.Jr: 

8: 

R.li. Jr: 

8: 

B.M.Jr: 

8: 

R.M.Jr: 

8: 

R.JC.Jr: 

8 : 

R.M.Jr: 

B: 

B.M.Jr: 

8: 

B.M.Jr : 

- 5-

Well, I'll 'be be" all daJ --I'I'OW all4 
prolldlT aU daJ WedlleedaJ, I M1 'be COl_, 
aWQ thul'edaJ. 

Well, I'll talk 'o lan4olpb DOW, I know 
h11 baM -- I'll ~Ill. W b1a DOW. het 

t ... 

AD4 I '• DO' 101 .. 'o M:1 alii~ .. aboa' 
.71887 I '• Jun col• u M:l. Wll14 be look 
liiW --I'I'OW - lno ~~ quiiUOII ot tbe 
lo!Mnok aou. We're lne ... nl4 -- Uae 
Oo•en.lll' 11, 'beoau11 be'• 11114er 111410'­
.. 11, all4 .... ,. lt Ul,h1.,, .... ~ 101111 
w dot I Wlllil. I'll pa' U \!Ia' "7· 

Y117 1004· 

Wba' 40 TOll Wllll ot 'UU 

I 'hllllil. \!Ia' 1 I YIJ"T pod, IIIIIJ"T, 

AD4 before \beT Mill aQT 1101'1 011 \be lklh111ok 
110,11 w 14 lUI W lii.IIOW biMUII lt aip' UYI 
all lllt11111101 011 \be Go1'1n.lll, 1 1 0111. 

fba' 1 I YIJ"T COod• 

Jlow' I \!~aU 

Pllllo 

I• \!Ia' aoo4 tor • taraer boJt 

P1111. AD4 'bill TOll 111'1 M a 1"1111 1111.111 
be~~ 'o TOll• 

alp,. 

Plr•' ra'•· 
ror Uae U•• 'bellll w'll lleep u Ju•' 'betwllll 
\be two ot ue. 

Abeolll,llT. !ballll TOll, 111111'7 • 

fballll JOU, 
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na two ..... ual reepeete in 'llb1cb the Staa plAII ditt- hoa t~~e 

~pla .... . 

(1) Tile Staa plan pcete t.be """"*"'*" in mv tayehle ,..,. 
to eem u •ob prots.t. trM floca tax u b18 &ftnp prots.t diD'iaC 
t.be hue period re&a.rclleee of boll' h1sh t.bat bue period prots.t 
M;f ben bMD. 

(2) b Staa plAII illpoeea • .tlat t.u: rete of 40 puout 011 

all - prots.te rather tMn cra4o&ted retee. 

DeteU. of the reepeote in wllicb the two plae ditter ...,. u 

!oll01111• 

A corporation a pe:rwl.tted to rec:eiw 
~ of exoaaa profi ta tax tor the 
tu.eble year $5,000 plQ.I an IIIOIIJit. of 
inCOM wbich equale the .... ~ 
ot U. imeated capital ti:Jr the ••nbl• 
,..ar u the &ftnp ratio ot in~ to 
jmeated capital dm-1nc tba bue period 
but with an upper u.it of 10 puoaut 
ot imeated o.pital. 

st;aanan 

A corparat.ioa a pcettecl 
to reoeiw trM floca _ .. 

prots.te tax ts,ooo plG8 an 
-" ....-1 to ita awnp 
~tor tbe bue periocl. 

2. &-zt MD!1M' cm "'9f11Ual.• 

liew capital 1e all .. .., ~ 

return ot 10 peroaut "'' to a total 
of ~.ooo ~ o.pital eal • 
return of 8 peroent. on the belaoe. 

- o.pital a au a! .., 
~ return of 8 puoaut. 

l. Mugt.t• 1A "Z't,al lAir till- w1,od. 

1he - t.u: trM raUo a M1J>­
ta1ned for tbe 1 <n<qr capital 

fta-" of~ au a! 
tax .froM ie l'.ocraued 'qr 6 
pu oauto ot the rechu:Uclll 1A 
~ oapital. 

76 
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.,_n. 
4. Jtellet prorl1lw tor OOrptl"t\loM ¥1\b low MFRlpp 1a 'bue Hrlt4• 

'!be ~••• per1o4 perc•t- ot 
eorniot• to 11l1'0ote4 ~Ual tlball 1A 
no ceoo bo 1ooo \baa 6 perc•t oa \be 
nrot $500,000 ot 1.aYoote4 ~Ual 
oll4 l! percoat on \llo ~·· 

A oorporauoa 1e pera1 \\e4 tbe opUoa 
ot kk1ac ao 1\e u.pt1oa $5,000 
p1u u _, oqul to \be .- ot 
\be to1lowlacl 

~ ot tbe t1ro t $500 ,000 ot 
laYeote4 ~1\al; 

~ ot \be ...n $500,000 ot 
11lYOO\e4 ~1\al; 

"' ot \be ...n $1,000,000 ot 
I.AYOote4 ~1\al; aa4 

2ll ot tho I.A1'0o\e4 ~Ual 
OYOI' $2,000,000, 

5· laho ot tax 

'!l>o tax 1o lapooe4 oa I.A- 1A 
oxceoo of ox.rpt ~ at ratea 
cro4uate4 &0 followel 

Prof1h aot 1ll axceoa ot 15 per­
coat of 111YOote4 ~1\al, leoo 
oxcooo prot1 to cre4U. • • . . • • ~ 

Pl'otlh 111 exoooo ot 15 puc•t , 
bl>.t aot 111 axe••• ot 30 puc•t 
of 1oYoote4 ~1\&t, , •..•••• ~ 

Protih 1ll uoooa ot 30 percoat 
of 1nYoo\e4 ~Ual. . • .. • • .. 501' 

' 

!he taz h II() pero•t ot tbe _, 
1A uceoo ot ue.p\ eandll&e· 

,. 
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.t.ucut 5, 1940. 

'101 SeoretarJ J{orgt~~~theU 

FROib J{r. Sull1..an 

Yajor object101111 to the Staa Pluu 

1 . It will dl.aeourage cxpaM1co ot eb1pbail'" nr aDd 
&ire~ factor1ee. lle1tber of th- 1nclutr1• bu 
enjopcl .W..tlnti.U prot1te 1D the 1ut the ,_... aDd 

~· will bl det1D1tll7 l.ild.ted to • ...u profit 1D 
tbl tuture . 

2 . It dl.aeOIII'II!M the cxpaMico of -u eucc ... tul 
corpore tiona . 

3. By perm1tt1Dg an llhllpt1011 of al.rel4;r large -.ra1Dge 
or big IIICCeeetul corporet1Ciftl1 ;_1teoda to confer a -·~ 
upon thea bJ 11111t1Dg the profit that 01111 bl ada bJ saller, 
lees eueceeetul competitore . 

4. It forcee 1eee well-to-do corporet1ona to bear the 
burden of the tu. 

5. It ca.plete~ diareiiJ'de the pr1M1pll of •ab111 t7 
to I*~ · 

6 . J.t a 4lll' rete it will 71eld ~ $)00,000,000. .l 
100J' rate will DOt J'ield IIOrl tlwD $70010001000. It 1e 
1Doapable of cxpaM!co to 71•1d the .,._tlnti.U rnau• 
tbl. t will be needed 1D u- of 110r1 eer1ou _.,....,.. 

,. 
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?SP!!!N 

TO• Secret&JT Jlol"'!.othu '" 
1£ 

JIRCIII llr. O..taD ~I' 

SUBJ!C'I'a llport control md o1l lbi~u to Spain. 

(l) 1!w staw ~t law Pr1.da7 an-, .1lalJ' 26, 

1J181Md a n• aport control order arreot.Sns "petroa. proc~~acta• 

.,d 1crap •Wla. lleculatlcnt 1eeued at the ••e tiM lild.Wd 

tile control 1n etteot. to arlation guol1ne, arlatioo lubrioat.1q 

o1l and ~ lead, COITUpelllclln& to t.be 14" '1\UU -.de 

oarller b.r tM Export Control .l*Snlotrator, Lieut.oant Co'-1 
lluwell. 1he reculaticn d-, '-eYer, coorer ci'Gde ce11+.e<ntns 

a hish gaaoline ocnt.nt, wblob wUl atteot the hlalleet sred4 ~ 
rorn1e crude. Dinct WlagraM wera emt b.r t.be D1rla1cn ot CCII­

trola, swu ~t, to Colleotore or eun- ~ we cbtaiDed 

cop1 .. or the p-ool.auUcn md repl&UODJI ~ ~e stau Dept.rt­

7! 

•nt leu Pr1c1a7 atternoon tor the purpoee or •....u.ns -r1rMtcr7 
•••as .. to Collectore. 2he p~t1cn b.r 1 u u,_ - etteot.1'18 

Oft .lllp8t 1 ond u. state ~t 1aned inetnotiooo to Calleaton 

that :a&eriala ledeD aboud lb.tp prior to aldmcbt, .1lalJ' 31, ~ 
be Ge111J1t. ~tho ocntrol. "-1 """""'lated Mldng tbo e- role 

oppl,y to ahl~ loaded cn tnigbt OU'II prior to that tiM,~ 

we cCIIITinoed thea tb1a ~ be ~1oabl.e. 

(2) ColcnolllliD:IIIIll. called a -tins 1n tho lllm1t10DJI 811114-
ins at three o• cloclc lb'lda;r, .1lalJ' 29. I _. not1t1..S, u '111ft 

wo Nugeot ot CU"-1 wbo 1e a ...tier or 0111 ot the ~tw.a 
meier x,...u,, and J'b.1l 1011111• W. al1 attmded. We '111ft not 

notU1ed in adnnce ot tbe purpcee ot tbe ••tins· am tbe Met­

ins opened, ~er, Ca)anel Me....U et&Wd tbe purpo• to be to 

eeelc edrioe u to tbll d1reot1'18a M lhollld 11.,. to tho D1'1'111GD ot 

Ccntrole, Stau D&pu • t, u to ada1n1eterin1 tbe ...., ocntrol 

JII'O le•tioo• 8a puMd ~ tba tabla pttJns tbll n.. of 

'f&riou pe- u to both ~ ~ta ...S •ONP U.. !be 

OCID- eppeared to be that tbera ae no 11eed tw lild.t&UGD ot 

tbe aport ot .07 ot tbo prcd'GOta wteJed b7 the ocntral ond he H 

etatad attar the otbere b-.1 pYe tbGr "~· Ba tb.a ulaed.., 
op1DiCID mol I ea1d I t~ tbera _.. OCID81derat1CIIle ot lda:ba' 
pallOJ whiab aigbt oe- u to ao Jete lcpr etaDice or all 
tbeee aterlo.ll then we lll&ht otberwiae ao~w. J'b.1l I-a 

11M 14"~ talc.o up with !te....U ond alH with tbll S.V.t&JT 

ot War pereCIIIIIllJ, tho ~oint& or t.be 8r1t.i&b. Me....U ..ai.tted 

in tbe Metilll tbera had b- ·- dllq boat be oaid th1e delq in 
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decidl:la upcn pclioiee wCilld enable th• to 110\'e 1111oh ""'" 
rap~ tb8ll it the)' bad not cCI'leic1erecl the earq appl1oet1CII.I 
caret'llll;r and be tbou&bt the clalqa had not b.., .. rioua . 'lb­
...., talk or ratioftltll -.triM or t.he '-r1caD oCIIIUtlcte ce 

80 

.... or the ellbaraoecl •teriala. RUl Ioaac H14 t.hat he hopecl 
the7 would not appq wtJ;f qaota pl"CI\'ie1CII.I to CaMda ~ J11uRU 
aaid that tbq c1141>1t baY& 8IQ' euoh 1ntent1oa. Jlh1l Ioq wu 
appointed a -.her or the c....S.ttee to worlc out a raticnins aoh-, 
but I agreed with b1a to auhetituta -or ilan711h1te'• atatt. 1 

(3) Ql1Jeclneedq, ~ )1, t.he Pru14 .. t amoaoced tbat 
.xporta of aYi&tiCI'l psoline .,d lubricatinc o1l. ~ not be 
l10«1.1ed to pointe outa14a the "-'icaa. We o....W.ted witb tbe 

State Deparbunt ce '!huradq aa to whether tbia aotiCI'l would 
nacaaoitate m1 apaoial inst.r\u)tiCI'la to Colleotore. It ... tbe 
State Departlla>t 1 a opinioa that 1 t would not. Wa alae c~lll. ted 
both with the State ~ mel with Colooel ~~aDell .......,at 
.....,. the Collectore would ba.,. to det.clline wbether a abi~t 
or petrol- produota waa or_. not conrad b7 t.he 0011trol. It 
wu d ecided t.hat 'llben the Colleotcra ...... in doubt, it would be 
nece .. ary to require att1davita ~ ahippore. (RUl loan& teUe 
""' that in 11111)' oaaea abjppara are cCI'lelll.tins the Britiab fllrcbaa­
ins lliaaion becawoe tbe7 are not able to get adequate 1ntonoat1oa 
rr. the Divuion or Controls on aport cCI'ltrol q .... tioaa.) 

(4) PQllow1na ap the letter ~ .a...utant Collector 01mter 

at Part Arthur repcrtins ata~ b7 M1'tl or tba c...,... of 
Texaa ~ tannre that their oarso- had baeD tl'Wl8-41hipped to 
Italian aod Gemal aubaar1nea, I had ltr. Ca11"D8 o....W.t tbe Depart.­
-.t of Justice u to pceaible intrins->t of the lleutralit;r I.-
and other lan of the tbited Stat.ea . Two attorne;rw of the Depart­
..,t of Justice, Sllith and l'Naderaaat, - onr for • ccnr-
mcl tbe;rlater aakad,. to carr:r ce tha t:l.el.d innatig&tioa. ~ 
one aellber of t.he crna or theM abipa DOW in Port Art1n1r _. 

fOIWicl to nppcrt the uaertioa in O...ter'• latter, bolt an C!llw!na­
tiOII of the lee of oaa of the tchre baa l'ftealed that tbia ehjp 
ti'IIUI-obipped her eatire oerco cliraot into the bol.de of Italian 
tinkers. We are p1rning thia 1nYUt1pt1on et the ottioa ~ the 
'tau "-P'V in llw York batON nporting to tba Dep&rt~Mat of 
.lutioe. Ia tbia ..-tioa it 18 i.ntereatin& tbat &tori• printacl 
in the 1ft York Beral.d !rilaM abc~~& the pr...,oe ~ actirltiH ot 

the au- aceat W.tnok llbow that be baa b- u8001atacl oloMlT 
with ottioere of tbe 'tau eo.nT, llu ~ nppl1..s with 1111 ato-
80blla liT t.ba 111111. llu at t1Ma repN&.,tacl h'eelf to be an att.omq 
~10TJd lilr the 'tau ~· Captain Bieber, Mad of the 'tau 

,. 
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Clplrl ba81De• .-.. oo oeom ot tbl an u. be sa" .. 
J'lwiOO WS.tb o11 dllrillc t.be apr•• H'Nl.U. ..r bee a­
oluin ocmtn.ot to hnWb tbe ap-do - ... ~ WS.tb ~ 
procl\lot.8. liSa·~ 11M - o11 tsa14 liD tbl ... ·- a.u ... 
it. io a1eo half -r of tbo lllroo _ _. 1D Oo1 5 •• 1D 
8ddit.icm to t.beir .a.ri.ou .-a• ot ·~· 

(S) .. ben --s tbl at.~ tv t.be '-c~ 
\hilt. pol'lli.NiaD to depart. 1d.tb a OU'JO ol o11 Dot. OOielecl !lr 
tho Clplrl ccmt.rol. 1d.U be p'NII to a ~pat • *tp 'llb1Gb 1o to 
UT1Y• at • Olllt port. tbio nat. 

,. 

Bl 
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'P!"t!A 

TOa Secretary Jlor&enthau 
JR<Jla llr'. OUton 

SUB.JEC%1 81port control m d o1l 8h1~te to Spain. 

(l) 1'be &tate ~~t late M4ay attemocn, M:r 26, 
awed a nft aport ccntrol order atteet1ng "petl'Ol.ew> product&• 
m d scrap .. tale. Regulat1cna 1eeued a t the •- ti.M lild.t.ecl 
the control in etreot to uiat1cn p8!1l1ne, &YiatiaD lubrieatinc 
o1l and ~ t.ed, correepa~dins to the prcpoaal ....te 
earlier bT the I:IQiol"t Cantrol A<llliniatrator, Lieutenant Colcnel 
~~~Dell. !he re11Ulat1ca cloH, ltonYer, ccwer orude oant.aSnin& 
a hicb c uollne o<n\ellt, -.bioh w11l atteot the h~eet &rW 0&11-
tornia crude. ~ tale~ .,.... ,._t b7 tt. 111Yia1cn of CGn­
trole1 state ~t, to Collectora ot c...w., but n Gbta1Decl 
oop1 .. of the proocluauce md regul&Uone rr- t.he Stete Depart.­
..nt late lridaT atten>ooa tor the JIUll>Ciee of UDIIinc ~tor7 
.. aae .. to Collecton. !he proca-uce b)" ito tar.,... etfeot1•e 
Cll1 A~uet l IIICl the state J)epart.nt iahed inairuct1cna to Collaotora 
that c at.eriala laOID aboard 8h1p )lr'ior to aidniibt, M:r 311 would 
be ... ~ tt. oc.,trol. 1'bl,y oontaplated .-kine the •- 1'Ula 
t~~pq to ah1~• 1*-l e111 f reight can prior to that ts.a., but 
w ocnrt.ooed th• tbia would be ilapractioabla. 

(2) COlon&.....U eall..S a ... ting in the lb\itlcna llll1ldo-
1nc at thrH o' eloclc llcn<!q, lul;r 29. 1 -. notified, u wre 
elao llupnt ot Cue~1 who t. a .. ..- of one of the -s.t­
cnder JlalQNU1 and l'hU Tco.mc. .. ~attended. We wre not 
DOt1t1ed in adYanC41 of the p\U1)08e of the . .. tine• ..._. the ...t­
ine Cll*l*l1 ~er, Cal~ .....U atet.ecl the purpo .. to be to 
Melt edYice u to tt. d1reot1•• t. llhoul.d 1111'e to the 111rt.a1CIIl ot 
Cantrola, 8'-te ~t, u to adainiat.er1n& the aew oont.rol 
procluat1ao. lie puHd U'<lWid the table cettinc then... of 
YariCIQII peNCIIle u to both petrol.- proodllcte mel aonp ire. !he 
ocn- ippeuoed to be that there .. no need tor 11111\atice of 
the -.pOl'\ ot mr of the pra!uete 009ered b7 the ccetrol mel be eo 
atet.ecl after the otMJ"e had ciYC their yiftl. Be tbm IIIID<IIQ' 
opinioo md I eaid I thCJU&ht there were ccne1derat1CII18 of h1lher 
pollo7 wh1oh lliebt •- ua to acCIIIIllate leJ'I:er etooll8 of aU 
theM • teriala tb.m we micbt otherwiae ac~te. lbU TOUDC 
bad proerlouel.T taken up with ,.-u_ mel alK with tt. Seoret&J7 
ot War penGNil}¥1 the 0011pla1nte of the Britiab. ~~~Dell edaitt.ecl 
1n the IIHt1nc there bad bee e- delqlNt be eaid thia delq 1n 
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R£ EXCESS PROFITS TJ.X August 5, 1940 
3 :30 p.m. 

Present: 

H.J.!.Jr: 

Knudsen: 

H.ll.Jr: 

Stw on: 

H.!.!. Jr: 

Stimson: 

J.!r , Sulli V8ll 
Yr. Foley 
llr. Stimaon 
Llr. Palmer 
JCr, Bell 
Senator George 
Senator King 
Senator Harrison 
Congressman Doughten 
Congressman Cooper 
Congressman McCormack 
l!r . Stam 
l.lr. Knudsen 

What I told the newspaper aen - I have a prese 
conference en.ry llonday at 3:00 o' clock - us 
that we were going to have this meeting at 
4:00 and I told them this, that as far as I 
us concerned that if Sanator Harrison and 
Mr. Doughten could come to an agreement nth 
what llr, Stimson and Yr. Knudsen would say that 
they needed in order to get contracts signed, 
it would get my blessing. That is the way I 
feel . So if you fell ows know what you nnt --

ire you the umpire? 

I guess I am just one of the people, so if you 
eentlemen know - t.hey c611111 in here, you see --

Yr . Knudsen has been the man - of course, 
thing I am interested in ia getting these 
tracts under way. 

That ia what I told the newspaper men. 

the 
con-

And llr. Knudsen is the man who has been doing 
the wheel-horse uork in getting in touch with 
the manufacturers end finding out what bait 
will stert them siltning contracts and he has 
got the direct information on it from his con­
tecta with th•• I han been going through 
the - as far as I could in a nry liumble 

cs 

• 
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B.1f.Jr: 

Knudsen: 

B,lo!.Jr: 

Stwon: 

B.ll,Jr: 

Stwon: 

- 2-

poll tion behiDd ancl lteepiJIC ill traok 111 th 
What rnu thought, .akiDC nageatiou, 111a 
DCIIr I aa here to U7 to puah it OTer with 
10U• 

Well aT attituae after tallWag with the 
PJou!a.t - we 11t on b.ia baok porch J'llhr­
aa, for an hour 111a a quarter lil a couple ot 
rooJd..Dc chair• and I lllideratooa frca s-tor 
Baniaon - ancl when he ... Baniaon, JOil ana 
aau ot the other people were there - uc1 it 
aauboq w1ll 111 what the7 wut ill order to 
get the .amafacturer to lip, I w1ll 111, 
"Fine. • 

ill except wiring a uparate bill o•t of it. 
You aon't want to ao that. 

J.a I underatua it frca Seutor llarriaon - JOU 
ou talk to b.1a - he 111~ he doeaD't ant a 
11parate bill, bat llq'th1Dg JOU giDtl- ou 
aell llarriaon and Doughton ana the IUD thq are 
bringing don 111 th th•, I will go along 111 th. 

'!'he PJoelidiDt apoke to • tb.ia 110l'lliD.g about -
he uaed the woN.a the tlrat U... - a Joint 
reaolution. low, on Frlda.T wh& we were ill 
Cabinet, I tb.1Dk tb.ia giDtl- ewer here •• 
repreaantlJIC rou. 
Jlr, Bell. 

llr. Bell. Be atartea out with a prn-bh. Be 
aald b.• thought that alpt help. I pc~illtea out 
the taot tha~ 1101t preUhlea 111"&11J cU.dD't 
111 UJtb.iDg ancl at I thought the aautaoturera 
110iald n..a would be •-thing that 1IDUld gin 
the utalla of what tb.e7 alpt ezpect ill reari 
to the aaortiMtion pouta iD4 that 1t WUIIla be 
1D aT op1D1on better to ha'fe a jeillt reo nd•­
tiOil to their reapecti'le Bouea 117 the two 
ca.ltteea, FiJwloe and-.,. IDl Meua, thaa 
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Bell: 

Stimson : 

H.!.!, Jr: 

Knudsen: 

H.M,Jr: 

St imson: 

- 3 -

to have any darned pre~ble, even if it was 
passed, 

Then he thought it over, evidently in between, 
and today he spoke of a joint resolution, That 
was the general eubetance of the Friday meeting, 

That is right. Vihat he had in mind, l!r , Secre­
tary, was putting into the pr~ble the general 
principles of both the amortization and the 
tax - excess profit s tax - so that when you come 
to the next session, certainly if there are any 
loopholes in the excess profits tax, you will 
be protected by the pre~ble to this resolution , 

The President this morning also1 aa he has through­
out, had a desire that i f possiole something 
should be passed on the whole line, even if it 
didn' t meet fully yours and his views, I mean 
on the excess profits tax thing, He said that 
he had talked this over vdth you, that after all 
if they got something through, even if it wasn't 
Simon-pure in its virtue, he could when he signed 
it, he said, make public the statmnent that the 
coming session on the first of January would 
offe.r an opportunity for ~endment. 

Well, he has told you and I guen he has told 
!.!r, Knudsen, he has told Har rison and he has 
told Dough ton that he would take any kind of 
a bill tfiey would write . That is what he told 
me . 

But he wants the one bill, 

Now, therefore, if that is what he wants - he is 
the President of the United States and I ~ only 
appointed, I will say I think it is a mistake, 
but that is all right . I mean --

l'lhat do you mean when you say it i s a mistake? 

.. 

• 
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H.ll.Jr: 

- 4 -

.ll I 1Dider1tand th11 bill &I 1t 1a oa.iug 
through, I don't think it doe1 the job aDd 
I thiillt in the long l'1Dl the wriot.D bu1in111 
an will be llllllh better off 1i' he kncnr1 what 
the th1Dg 11 and goe1 al011g ~and then a 
little later he aight get 1011eth1Dg whioh •1 
be quite different. If I wa1 in buaines1, I 
would aoh rather know. Bcnr, it 11 golD~!: to 
ooat u 10 -oh 110!117 to aupport thia naUOD&l 
defenae progna and that 1a the bill, rather 
than get this thillg - out the dog' 1 ull oft 
in little piecea, Bcnr, that 11 a differanoe of 
opWon, but 1f I ns 1D bua1D••• I would rather 
han one operation and n7, •m right, these 
are the rules of the gue; th11 11 ihat I a 
going to han to pl.a.Y under, but I nnt the 
MUll settled; I aoD' t nnt the o~ed on .... 
J.Dd t!ds 1a what •• need for a good flaoal 
eound polio7 in order to. kup the Gonl'llllllnt 
on an e1'en keel and keep ue froa haYing infla­
tion and 10 fol'th end ao on. But that 11 rq 
opil11on. 

That waa hb opWon up to Frida7 a week ago 
and at Cabinet 70u r..e.ber •• were doing a 
little joldDg and he waa tellr1ng - I wUI put 
it thia wq, I was t•Uing the •- language 
he ••· .ll a -tt•r of faot1 he haa .Je ill 
the declaratiou publiolJ. 1 ha1'an1 t said &D7-
th1Dg other than to eoho what he wanted. 

We worked out here a bill in two aontha whioh 
•• the ruult of 1•r• ana Je&l'l of stuq, 
looldng for all the abtake1 other Gon,...tl 
han uae and w think that the but •• ooald -
I aean, we had P-:f!; llke Ronell Jl&gill and 
Rud~~~l '1101' with Ul dq and J11ght OD 
th11 and I doa t think t!Mre are two 
'better- in the tu field. I dCIIl't know 
wbather Jaa agree or not, but th17 eerta1Dl7 
know tbeu 'blllin111. 
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The result of ;reara of ao01111llat1on of atudPAg 
aiatakea all the Gon1'111U11tl han •de, I thini 
we han aa good a tu bill &I oould be worked 
out md the Aaeriom buaine11 un would mow -
it would han been a aeriout operation, but he 
would han lind, It would han been a •Jor 
operation but he would han tUJ'Tind the opera­
tion and the fellow would lmow where he at&nda. 

I gueaa eTer;ybod7 &gl'ell with ;you that we would 
rather han a bill - rather lmow wb.at we han 
to faoe. 

But the rulea han been ohanged IJ!dz_ not be-

frudgingl;y, I will go along oh11rrv..u;r. lobod;r 
1 aore intereated in 111i11g thia oountr;r be 

prepared to take oare of itself than I aa and 
lf people like Inudaen who are reaponlible, and 
;yourself, forgetting the weapona, haTe got diffi­
culties and ;you th!Dk that thete are the hurdles, 
all rightt ·but I juat like to throw thia r-rlt 
in, that l think there il goiDg to 00111 a t!Ju 
when ;you un are goiDg to line to 1&71 "\Jell, 
thia h fair, gentl11U111 and ;you are goinlt to 
han to take it and like it, • b.eoauae I tlii.Dk 
if ;you don't tha7 are going \o keep --

Of OOUl'le, JOU han an awful good t:IOlUeLthat 
we han no bill• that aotuall:r paaeed, ll' he 
had a bill that •• pa11ed1 there wouldn't be 
aq arguunt then, I don't uan the tu bill. 

Let ae anner lfr. Stiaeon. Thil ia wb.at Pat 
ll&rrbon il propoaiq whioh I peraoll&ll;r think 
i1 better than thet£r!ft re1olutionL beoauae it 
will gin ;you 10111 dffinite. lie ia pro-
poling to o011e onr - t h11 nenr been done 
before - hie oc.aitt11, and ait with Doughton 
&I one. 

Y .. , I han heard that. 

-so 
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B.K.Jr: Well, he 1a ruq to do that ud he l&id aa ot 
laat week they oan get a bill throvch 1n 20 daya, 
atar ting last ... u . 

Stl.luon: 'hrent{ ~will bri, it 1D a bad tiaet aa I 
'" 1 • t I ..n a, ocrul.cbl't that e -
how 1a thla, Jlr. hudac? It they would begiD. 

/ at the tail end - at the hud end ot the dof 
end &gl"" on the -rtiaation part of the b ll 
i.ute&d of 1n twenty daya, &&7 1n tin daya or 
thr" daya, aDd ulte that polilt p!lbllc that 
that •• goi.ng to be 1n the bill, wcrul.d that 
atart fOUl' people wortiDg'l 

Knudsen: Sure, it would l.llpron the lituation. 

Stl.luon: Well now, ;rou s .. what I aem. 

Knudsen: That 1a ~e next beat thing --

Stimaon: BaTe you got &Jl1 objection to that? 

B.ll.Jr: I a in this 110od: I! fOU two men eatJhi• 1a 
what r.u wut ud you cen 11ll 1 t t o 1 gang 
that s ccalng doa, I will :'{• 8God bleae fOU• • 
I oan't do a11.7th1Dg more tban hat. · 

budun: We han been 25 !:H tJ7lng to place 4200 air-
pluea. It ia r y a diagraca. 

Stluon: .bel we andad ~by h&Ti.ng to Ult Gon..-nt 
-ey to J:Y - theee are the <&2 you aDd I 
were tal g about the other day. 

Knudaen: Yea. 

Stimaon: We are doing 1 t w1 th Gonl'latlll.t - 11. 
H.K.Jr: I read 1n the n:;mer• that JOU offered lut 

Tueaday to these te CIIH to gin tha a CGD• 
traot on a tb:ed r .. baail. lroalda't thq take 
that? 
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Knudsen: !11, theJ are doi:f that now, but we had to 
change 1 the con racte o•er !ram a fixed 
~ice to a fixed tee. That t&kee three week• 

order to fet negotiation~. You han to 
fet the fixe tee eetabliehed b{.!oing arer 
he ooate and subd tting an 11t te and the 

tee h on top of that. 
I 

Stilucn: Then what were we talking about, that it 
could be done in three dar-? 

Knudsen: I aa not •:rff it will take three weabha but 
that ia wh& i llight take. Three :!{' n 
fone b7 and we haTen' t aigned the 1• , eo 
hat h where we are. 

Stiluon: In the meentllu, nothing is done and 7ou know 
what baa been aaid. 

H.U.Jr: I know, but don't rou get the teelt:f - I get 
it tram the President Terr, Ter1 die inctlJ, 
and that ia the ft1 I IJil ailing with 7ou. He 
aaid he doean't want to eee the bill. He will 
take anrthlng they pa ... 

Knudsen: at cour11, personally, I aa not used to a bill 
but it buaineu hae to W, the{ will han to 
b{' whether thq like t or no • ilhat I aa 

areeted 1n 11 getting theee obatructiOill 
r.-oTed which are ~ing tire and keeping ,.,..,.,._ 
body 1n aort of a don thl. atate. Th17 trankl7 
•ar to ... • "Well JOU oan &&1 ~ JOU like. 
bu where h a p!ece o! paper wi a name on 
it? Do fOU put 10ur D&ae on itt• I ear, "No. • 

Stilllaon: U.re 1a a propoa1 tion - thh all ..... eo 
childbh, aou o! the •11 we are t17ing to 
do it, but thie ':f'"tion hae been •de. 
Suppolt the7 agree on thh u1n etlabling 
block to ua aaorthation. Suppo11 thq 
put it in the fol'll ot a joint r11olution but 

/ 
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nppole tller lii'O'flu tllat tllat ... , aot 
11 .... lffeetlTe atll the otw ~~ the 
uoe11 l"tlta tu ua t11a r~ of ue 
Vwcm- ,...,, 111ll took sffHtt '1'11.1 Prt~1-
41Dt'l poaitlcm 1I'01Ila 111 llll'feetb etteetlTe 
Ul4 ,.t his people woaU bGw tllat tU ~-­
lllllt .ae 10 far u tb11 •• ec.e.....a oiiala 
aot 11• ohugsa 1D lffeet. It ooula 111 - the 
othll'a .. t H adas4 HfOI'e it ftllt 1Dto lffMto 

w.ul.~.neacbl't polDt oat to JOU that 'lllltll 
the DUJ. gata thi>o1ach CCJIIII'III 1 t 1a not 
blDalng. !'he sa people ou &II'" to 1 t blat 
atll It 1a a lair tUJ will tell tllat to 
Bill Imldae. 

'!'he an17 th!Dc n haTe haa 10 far 1a preaa 
relaa1e1. !hat doe111't work. 

I UTI lllll thll aone bstora. It thell people 
thh attll'llOon wula acrsa, th17 ooula get a 
bill thl'oach the Bouse th11 walk. !he7 ooaU 
do it. 

aat do 7VIl - bJ •t~~a .. paopla•t 

1llo &1'1 efllillg here at •aoo o'olook. 'ftaQ' ou 
pt • bill throoP the liGUle thll nat ua 
~ ou get 1t {laroqh the Sanate DUt weak. 
tUJ abaolutalJ ooula ao u. 
!hq alao ooulcl take atll the aiadle of s.,t-
11v. 

lo blat 1f Pat Barrilcm all4 Doaldltoil all4 Cooper 
;;A • ..,... tllaJ .... brt na:S aa wl th tna, Coa­l!'"_. JroCo~ok Ul4 the Sanator1 George Ul4 
l:,lJII, 1f tllase ~ople th11 atteraoon will p.t 
tU pl'llnl'l Cll DoaDton, HOSUII it is DollgbtOil -
~ cl0e1111 t llke to ~. lml'l'1e4 Ul4 1f tllaJ aq, 
... , Boll, ;rva oea put th11 th1na: thrcnap th11 
nat; J011 oea atart llearina:l ~I'I'OW aOrn1Jic 

sa 
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and have heariiigs TUesday and Wednesday and 
introduce the bill Thursoay and pass it Fri­
day night, • he can do it . They have done it 
before. They could pass it thie week. 

Is that the o~f thing or is there soma dif­
ference of op on between the Treaaurr and 
same of the members of Congress on it? 

Not since my conversation with the President 
yesterday afternoon. 

Then I think I agree that they could do it 
quickly. 

And my O'Kll feeling ia that that is better than 
a joint resolution; it is bett er than doing 
amortication first or anything else. You have 
a bill signed by the President and then br 
golly, she' s there, and you could get it n 
two weeks. 

Ia it possible politically to accomplish? 

Yea, absolutely. 

\'/ell1 it would do more to put realism into it -­

No question about it. 

I mean, I have just come back hoae from around 
and they don't really know what is being done, 
They know what is belng delayed and they are 
all up in the air and everywher e I went I bad 
to tell them that there was very difficult 
work being done and tremendous efforts being 
made by the gentleman at my left and everyboq 
in connection with this to get this thing 
pushed ahead, but they eeem to think the whole 
thing is tied up. 

Well, of course it ie. 

,. 
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It 11. 

.lDd then the th1Dg that 11 10 e&IJ11 to flllll 
ODIIIlf clriftiDg into e&Oh rriCIII blaa1Jic the 
other and JVU get into a oa ana aoc f1Sht 
ana-
'l'he cll!!erence between the P'OIIP that 11 11tt1Dg 
here 11DW at 3:80 and the r01111 that 11 goiDg 
to o- 1n at 4:00 11 tha the P'OIIP oaidDg 1n 
at 4:00 are not all o! thea nallatl an 1dlat 
11 goiDg OD outside thh lhdtecl Stat ... 

Well, I toot the trllllbla thla -.J'IIi.Dc - I think 
I han 1t etn.ight. I • not onr-opt1a11Uo 
but I think - I jut want to 8&7 th11 !rca 
rq prerloua experienoe. Bafore thh •eUD.I 
br.Us up tonlidlt, rou will find su paoing lhe 
noor beoau .. It_, run two or three honra. 
Both Barrhon and Doupton -

You will find ae atretohecl on the floor. 

11.U1 7011 will hear u aipal to han tea or 
'lhiuq and soda III'Yecl. 

Gin the wldlke7 to tbe Senaton ena gh'e u 
the tea. 

ill right, thlf an n~e'f'1 alclw but 1dlat 
I .. hOpiDg h to, _ap tiguntinlr, oloae 
the 4oor aDd l&f 1 "'I WOn 1 lean here tODight 
11ntll •• get a aetu-t. • I MG1 I han 
etarted 1Ji with these IGMtiua at 11100 and 
I han aat w1 th th• •-U..• three and fonr 
houre, but I han got en aP'•-t out of th• 
and I han with th• before got th• to lllOTe 
that !aat. '!'here 11 no raason whT Doughton 
shouldn't start hearln2a t-I'I'OW mol'lliMg and 
oloae th• \Yedneadq nlltbt and introduce that 
bill 'l'hnrldaf and get 1 ~ through Fridq or 
Saturdq. 

,. 
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You aean the whole bill? 

The whole bill. 

I underatand th1a1 I aa not reaponaible tor 
thia athorahip but I adaratand tbat tbat 11 
prepared 'b7 JVIl (Imaaaan) and the TrMIVJ 
peopJ.e. 

lhat 11 that? 

!he thing that caae OTer. 

Ban ,.ou (Sullhu) .. en thet'l 

!here 1a exalT ou point ot dhacre-t between 
the !dT1ao17 C~aaion and the Congrea• on 
1110rt1aat1on, I thiDk, Kr. Secreta17. 

Ia thet fatal? 

lo,. I don't th1Dk ao. It 1a onl7 a question of 
whether thet belonga in there or not, paragraph 
11. !hat 11 the onl7 ou. 

!hat 1a riltht. Fr1da7 we .went through lllOrtiaa­
tion with the Subca.lttee on Taxation--

Subc~ ttee ot the Bouae or Senate? 

!he Roue end 1n diacuaaill.l I told th• the 
1dT1aoi'J b~aaion felt ot~emae on 1nclud1Jic 
that 1n the law and would prefer to prorlde for 
it in the contracta. 

And that JOU (Knudsen) th1Dk would begin to lllke 
thinga t}J' on oontraota'l 

I gather it will gin ua more than what we han 
got now. 

!he SubcCIIIIittee ftllh & d1Tiaion. 

S6 
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They indicated that . That ian' t going to 
interfere with a single oontraot. 

No. 

This isn't going to interfere with 8.111 con­
tract. Of course, they •Y object to thi.ngs 
in the other part, the exoeas profits tax 
when that comes along, but this part --

That is the only thing that interferes with 
Congress, is these proTisiona here. 

They do interfere, you a&T/ 

No, I say that its the only thing that will 
clear it up. 

And therefore --

We are satisfied. 

We will say, like the man who tell out of a 
12- story window when he ~aaed the lOth, 
~e are all right so tar.• I oan' t under­
stand it, tor I am not a tax lawyer but I 
think Kr. Knudsen does . 

You are sitting in at what I call 51 Tre&lllll7 
dreaa rehearaal. We are all right and I aa 
going to look to you people to sort of take 
the leadership. The purpose of the meeting 
1a to get the thing in suoh shape that you 
can get a contract and get it signed. That 
is boiling it all down. 

Do it by Friday • . 
Oh, yes. 

Because I am no expert at that. I am not 
expert in anything, for that •tter. 

97 
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I aean the taot that Bob Doucbton ·~tnfet 
a bill through thia wetk. DCin't rou 
John, it the;r ftllttd to thq oGUld get a b{U 
through in the Bouae'l 

The onl7 thi.Dg that aight dela7 it be7ond thia 
wetk h that lhe7 all Mid there ahould be 
opportlmit, tor tun hl&l'inga. 

Tha7 han got to change that. 

Pllbllo haaringa. 

Ytt. 

There isn't going to be &I1J aittioult;r on &111-
thing except the exoeee protita, the aaortisa­
tion. 

That ia the rate, or ie it the -­

It ie the baeie. 

The tol'llllla ud the rate there, that 1a the 
whole thing. 

You aee, I know nothing about the aoeae protih 
tax. I hann't gone into the ileuee 'llhioh M7 
exist ill that at all. 

Kight I euggttt whcrrer thh it OYer t it 
Mr. Palatr would •t&J bthind ua lp111c1 the 
reat of the tiat --

The rttt of the night. 

'l'he rttt of the Dight - Mr. Sullhu 11 freaht 
ht hat had two lq aa,. in ... lupahlre, 1la 
tab the thing ud aoalt 1 t up. 

!'bat 11 tek1ag a foul adft.ntqe ot tht 1111' 
Dtpartunt. 

' 

sa 
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Do JOU ann bf golag to In lllllplhlre'l 

Yea, and JOU oatoh ua on the Pota.ao. 

Well, we will gin llr. Palaer the opportun1t7, 
~. He oan do 'tlbat he anta to, He loob 

He 11 prettJ t ough. 

Be loolta tough to u. 

llr. Cooper gan a atat .. t to the pre11, llr. 
Seoret&J7, laat Frlda.T afternoon after a 
aeaaion 1n which-he aiat.a that the Subcalaittee 
had nnnlwoualy agreed on •ort1aat1on. 

Kr. Cooper ia --

Be ia Chairman of the Subcomaittee on Taxation 
of the House Ways and Keane Calai tt11. 

And what gentl- are now oOillag . 1n here'l 

Senator !Iarrison, Senatore Illig and George. 

I lmow th• all. 

Doughtan. 

I hann't ut hia. 

~of the._,. and Jleua, Jere Cooper of 
Tenua~te, Chalr.n of the Suboalai tt11, and 
John JloCoraok, the nut rank'nf ae.ber 1n 
-.ya and Jr8au, !rca Jlauaohuae ta. Be 11 a 
TIJ7 poa1t1Tt gtDtl...n. 

Ia he a .-her of the a1nor1tJ or •JorltJ'l 

llaJorltJ • 

S! 
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The;r are all member a of the majorl t;r. 

That is right, the;r are all Dam.oorats for 
better or worse. 

That isn' t alwa;ra a defWtin term. 

I stand corrected. That is ver;r good. One 
of the reasons I am a ll ttle oock;y toda.;y 
I was about to step into a Coast Guard plane 
south of Poughkeepsie to come down here when 
over the teletype caaea the fact that the 
Secretar;y of the NaV7 •s down at Hartford 
with engine trouble and we went onr and took 
the S.O.S. and rescued him and brought hila 
down. John SulliTan waa with him. 

As long as it wasn' t the Sequoyah that was 
tied up there, he won ' t feel so bad, 

I could have suggested the;r get a couple ~f 
new Pratt & ~tne;r engines. 

B;r the wa;r, did ;you notice the expansion on 
that plant when ;you flew over there this 
morning? 

Incidentall;r, I aee that Allison turned out 
30 engines last weak against 15 the weak 
before. Do ;you think the;r have cracked that 
t hing now? 

I think the.re is a 11 ttle daylight ahead. 

(Senator King, Senator George and Congressman 
Cooper enter the conference) 

Shall r.e stand or sit , ~. Secretar;y? 

Sit, and then I can alt. 

(Convesaman Doughten and Kr. Stua and Sanator 
Harr1son enter the conference) 

,. 

l CO 
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Ra~riaon: Well, 70U haTe got a p~ett7 good claas hare 
nOire 

King: 

B.ll.J~: 

Rarriaon: 

llng: 

B.Y.Jr: 

King: 

H.!J.Jr: 

ling: 

H • .ll. Jr: 

We will aee what the achool uste~ hu to 
111 now. 

Well, I was jut goiDg to uk Senator Barrbon 
to laad of!. 

I don't mow. Thil thiDg o~iginat .. OYer in 
the Bouse. 

I think it originates !raa the ExeoutiTe. He 
aent us a message. 

I onl7 epend the IIODef• 

Well, let'• start ott, Kr. Seoretar7. 

Well, I would sa7 that thia was a meetiDg that 
8Teribody wanted to attend and get together 
and l asked Secretar7 Stiluon and Kr. Knudsan 
to ooae in beoauae I think all o! ua want to 
make it as ea17 as possible !or them to get 
these contracts sir.ed for the mone7 rou gentle­
aen haTe appropria ed and --

Ban or will? 

I think we will a&f han. 'lhatiTer the di!ficultiea 
are, tll!dng !or the Treuurr1 whateTer rou gentle­
un feel b the ldnd o! legiaation rou want 
whioh will alte it po81ible tor th111 people to 
put their naaea on the contract we here in the 
Treaaurr are 110re than willing to go al011g with, 
ao the onlY thing that I .. iipre111d with attar 
hlklng with Kr. Stiluon and IIi-. ltmldaan ia that 
if r.u can han it Ill o! reaterdaf, it will be 
bet er than to han it u of t0110rrow. I aean, 
epeed ia the eaaace. 

11th all this talk a 'bout Vinaou-r-.11 and 
1110rthation and e:u .. a protih, tM ...rao~tv.,...er,..l 
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are ney 1111ch up in the air and the1 don't 
know where the7 are at and the7 are waiting 
and there han been various auggeetiona 
made aa to how to do i t, but - 70u people 
have been here and are eleoted to Congreaa 
and know 1t a great deal better than I do, 
but it a bill could be paned ney, ney 
promptl7 ao that theae gentlaaen can ~ to 
the unutaoturera, "Well! thia 1a the law, 
now 1t 1a up to rou to a gn • wh7 I th1Dk 
the oountey and the people baok hcae will 
feel lota happier ana we will be in a ahape 
to take care ot our OIID detenae a great deal. 
better. 

Yr. Seoretar1, •1 I aak one queation? Ia 
this to deal with the appropriation bi:ll 
which ia now under conalderation or would 
it refer to the unn billion, approxilllatel.7, 
which we han alread7 paned? . 

No, this h taxea we are talldng about. 

I know1 but it atill 1an't olear. It ia to 
deal Wlth oontracta which have been .ade or 
are to be made? 

I don 1 t know whether that haa been - 1a there 
a line between thoae two? 

E'Teeybocly now, aa far aa 11J:f contract. are 
concerneCI.. 

Pardon ae, llr. Secretaey it 1a not a quea­
tion ot appropriationa at all, it ia juat a 
question ol the tax bill. 

That ia Wbat I waa talking about. 

I underatood that, but I waa anxioua to know 
whether or not theae contract. which are to 
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be signed are to be pdd out of aone:rwhioh 
has been appropriated or out of aone:r which 
ia to be appropriated. 

llr. Seoretar;r, it h under authorit;r alread;r 
granted. 

Talkinlr: ·~::ifioall:r about airplanes, Senator, 
42-&7 airp ea we han the 110ne:r for. About 
14,000, :rou han the aone:r for on the Bill. 
We are not read:r t o epend that. 4247, •• han 
got the tUDda for. 

Don that anner that? 

Yea. 

That ia on these war oontraota, Bill, and the 
repeal of the Vinaon-Tr&lllllell Aot, together with 
this fin- ;rear amortisation that the;r have agreed 
to put in these contraota . 

Now, there has been some tall that the two better 
go 111 with the exceas profits tax. I think it 
wal Senator Clark when we had our ueting there. 
He eaid ;rou would han a great deal of trouble 
paaaing just the amortisation or depreciation 
propoaftlon and the repeal of thil Vinaon-Tra.aell 
without this exceas profita tax haTing been com­
pleted. Is that rig!lt, Walker? 

George: Yea, that ia right. 

l!arrhon: ind I teal that the two - and I han UDderatood 
that the Treaaur;r or the Preaident thought the 
two ought to be o011bined if the;r oould. I thiDk 
it would han to be alone. 

H.ll. Jr: That il the position. 

l!arrhon: low, we han been t•lldng about IOU th1Dg1 ill 
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JOW' aba1110e, Billt.~le JOU were out hau 
and there ia 101118 auhrenoe between the 
Tre&IUJ'1 plan about the innated oap1tal on 
thia ezoe11 profita --

I! J'OU will parion .. , Scator, now aa fu 
ae the trpe of bill, •• han been oouldel'illg 
that for eenral dql in rq Subo~ the. We 
han alreaciT un•nlwouel.J agr11d that the thrH 
things will be lneludecl in tiM 0111 bill, aor­
tbation, Vinaon-rr-ll .lot w.penaiCil, and 
th1 IXOell profitl t&zo 

nat .... to be the oa.lr practical parllUIIllt&J'J 
•1 of handling it. 

I a&id •• han alrud:r •d• 1 t un•nl•oual.J agr11d 
and I gan a atat .. n\ out to the preu hat 
Friday. 

ll'&y I uk Kr. Secretary, if the &IIIOrtiu.tlon 
features baTen't bean TerJ well agreed to eo 
far &I the Tre&IUJ'1 ia CODOII'IIed'l Yie haT&n 1 t 
heud lllJ dlaou81lon on that point, lllJ dlnrgenoe 
of Tin or opinion. 

On the aortiu.tion? 

!11 . B&Tan1t you worked that fonwla outY 

We han a forml& here, but the polition I 
aa taking ia, aa I a&T, after a long dla­

ouaalon with the Preaiaent yeahrd&J, that 
it J'OU gantl•m in Congr11a feel Road •.l• ia 
the ~ to go, •• will go along cheer1ull7 
with JOUo 

If rou will pel'llit .. , the Subo~ttee 1a 
•mnlwoua in 1 ta agre..ut and I han alao 
UllCIIIDIIed that to the pren, that thia fin­
Je&r aaorti&ation plan will be included in 
thb bill. 
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Well, the only question I ralse, Jere, ill 
this: As far as I &m concerned, if it is 
unanimous with you, it is unanimous with 
me, but does it enable Mr. Stimson and 
Mr. Knudsen t o close contracts? That is 
the only question I raise . Can they close? 

The thi.DJ!; that has been holding us up, aa 
I unders!end it, end llr . Knudsen is the man 
who has been on the firing Une on that, 
is the amortization provisions. Be has been 
spending last week in very close end continu­
ous contact and discussion with these business 
men who in the last resort have got to be per­
suaded to sign contracts and he knows more by 
direct contact and more about what will affect 
them than aeyone else that I know and if I &m 
not mistaken --

(Congressman McCormack entered the conference) 

If it could be known that that was settled 
that amortization port ion of the joint biii, 
even that would hel p somewhat in the contracts . 
I wish very much Yr. Knudsen would tell you 
just what the hold-up this last week has been. 

\1hen we first started to negotiate - the real 
negotiations started around the first of July 
and it was evident then that the Vinson-Tr&m­
mell, plus the uncertain amortization data 
we had at the time, amortization rules you 
might call them, were a drawback and we sug­
gested getting a meeting in the President's 
office at the \'Jhi te House and press releases 
issued at that time showing these subjects 
to be favorably considered in the setting up 
of en excess profits tax bill. I passed 
these press releases around quite a bit, only 
to find that they say 1 "Vi ell nowz when is 
this going to happen? end I cou.J.dn ' t tell 
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thea, ao we had a lot of l1dlt talk and no 
signatures. I feel now thal - I 1 of course, 
han heard what the Preaidmt aud, that 
this ought to be one bill and I han heard 
7cu (Cooper) 111 that this ought to be one 
bill and that is the beat thing we could 
have because there wouldn' t be 1111 argument 
if we could han a bill1 but nen then if 
same lnforaation could be gi ven to the manu­
facturers that this thing Is a cloud boot, 
as far aa the bill ia conoerned, morti&&tion 
and Vinaon- Tr.-ell Act, that would be con­
sidered a closed book aa far aa the bill ia 
concerned, with onl7 the rate to be deter­
lllined later, I think it would han a mae 
beneficial effect. 

IfJou will recall Kr. Knudaen, in that 
co erence we had 1n Steve Earl7'1 office 
after we went out of the Preeidant'a office, 
we formulated this statement, we asked JOU 
to dictate the language JOU thought would 
aatiaf7 th•, and it did, end that ia what 
waa issued. 

And it didn' t . 

And it didn't. Well now, the Ylafl and Ileana 
Committee haTe referred the matter to the 
Tax Subcomllli ttee, of which I happen to be 
Chail'IUJl, and we have gone into it and I 
gave out a statement to the preea that the 
Subcammi the had nnanlmoualy agreed to recOlil­
mend to the Full COilllli ttee this fin- 7ear 
amortisation plan and also a auepenaion of 
the Vinaon- Trulllell Act. Now, that was giTen 
out aa a stat .. ent, as a unanimous action of 
the Subcammittee. Now, I don' t know of &Jl1-
thillg else it would take to sathf7 them 
except the passage of the law itself. 

/ 
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I agree, air, that that abaolutelf wipes out 
all the objections. 

Kr. Knudsen, •1 I aak 1! the bueinaae group 
ban bean wantlu: - )'OU han been wantlu: to 
make contracte with haTe raised &D'f particular 
objection or are the7 !&1rl7 well eatia!ied 
wi!h a tentatin aortiaation plan? 

The !in-7ear plan, 'fOU aean? 

Yea. 

No, we ban bad no objection to that. i !ft 
amall aanutacturere ban c011e in and aaid we 
ought to gin them two 'fe&rs, but I don't think 
that 1e !air. 

So there has been no aerioua objection !rom the 
aanu!acturers? 

No, air. 

ind we aleo accepted thia aornin.l!: the recOIRenda­
tion that Kr. 'l'arleau preeanted lo ue ae ccain2 
frca )'OU that enn though the'f go along and laler 
find the7 a.nt to trade and go &long with de­
preciation and find later the7 want to adopt 
amortint1on, we will allow th• that. 

You mean go b17ond !iTe 7eare? 

No, in other words, if the7 go along !or three 
Je&ra thinking a depreciation allowance ia 
better !or tha in their bueineu and than 
it ie found that the mergano7 ccaee to an 
end, tel'lllinates, the7 find than it would ban 
been better for th1111 to take aaortintion in­
stead of depreciation, we will allow thea the 
opportunicy to do that. 

The atateaen.t just •de b7 J.rr. Cooper, do 7ou 
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think that would aathf;r those with whoa 
;you haTe been negotiating so that the;r 
would be willing to enter into oontraote? 

Well, I Just heard fr<lll New York this 
morD.lllg and thare are still s- doubh 
as to when this bill is going to be paued. 

But aaiiUIIIe that the bill were passed 1fith 
this prorlaion --

bsuaing the bill •s paned, I han no 
doubts. 

J.nae we get the bill through in four weeb. 
Would that help ;you anTI 

I think if it would take four weeks to pau 
the bill, I would appreciate a Joint etate­
ment. 

That would help. 

'ile won't han an;r trouble with this at all . 

Four weeks is prett;r quick. 

I know, that is pretty quick. 

The Republicans and Dermoorata han all unani­
mously agreed on that. 

lfr. Secretary, it IIIIIIUI to be agreed all 
around so far aa we know, and both the atatf 
of the Treasury and the staff of the Joint 
c~ttee han agreed that theae three things 
should all fo in one bill and ther e will 
be no opera i on of the Vin•on- Tl'&lllllell J.ot 
during the operation of the exoeaa profit• 
tax, and where we are bothered 11 Cooper• a 
SuboOIIIIIIi ttee b disagreeiDg between the 
Treasury 1talf azul the 1t&lf of the joint 

r 
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committee, Cooper's committee doesn't care 
about having to - we might not aeree 11'1 th 
either plan, but as long as there ia die­
agreement there, I am sure that ia what ie 
holding ua up right now, 

Let me ear thia, talking for the Treaaurr: 
There won t be any disagreement, and after 
all, in final anal ysis, we have got to take 
what you fellows want and we do ao cheer­
fully, so there won't be any disagreement 
so let'a aay juat for the minute that • go 
along with what you people have got on your 
recocmendationa, I mean after all, in tha 
final analfeia I have never come up there 
and said I want thia,• or "I want that,• 
I have aiwaya said, "Our experts are at your 
diapoaal ana what you want is final , . 

That is a very fine position, Mr. Secretary, 
but our problem would be greatly alleviated 
or much less difficult if the two staffs 
were together. 

Let's say for the au~oses of argument that 
between now and mi · ght or between now and 
6:00 o' clock tOQorrow morning - we won't 
make it too easy for you - they are together, 

Let me state it this way. l£1 committee meets 
at 10:00 o' clock tomorrow morning. If they 
are together at 10:00 o'clock, we are ready 
to go. 

Talking for the Trea6Ul'y, I will say they 
will be together, if you can say u much, 
I will aay they will be together before 
10:00 o' clock, tomorrow. I will guarantee 
it . 

If they are together when ~ committee aeeta 
at 10:00 o' clock in the morning, we won't 
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require much more time to report to the Full 
Committee and the thing will be greatly ex­
pedited. 

Uay I ask a question? 

Is that right, John? 

Right. 

Are the Treasury experts at fault or are the 
experts of our cOIIillllttee, .Kr. Staa and .Kr. 
Beaman at fault? i~o are the recalcitrants? 

Nobodf is at fault at all, Sanator. 

No, I understand. 

As presented t o us, the Treasury honestly a.nd 
sincerely feels that certain types of plans 
are better; that is, to have an average of 
the invested capital over a four-year period 
and have an average of the profits of the 
company over a four-year period, combine the 
two and have that aa your base period, taking 
into consideration the average invested capital 
over that period a.nd the average earnings of 
the company onr that period. 

Or the average invested capital now, 
ings of thatJeriod being related to 
vested cepit now. 

And earnings in the year 1940. 

the earn­
the in-

Mr. Stem's plan, briefly, is to not take into 
consideration invested capital but to take 
average earnings of a corporation over the 
four-year period and use that aa the base 
that you work on. Nobody h at fault and 
nob~ is wrong about it . There are just 
two different vi ews on that. Both plana 

' 
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take into oonaideration the question of in­
neted capital, The Treaauey plan briDge it 
in as I have endeavored to briefl7 atate. 
Kr. Stam has the ide~ to deal with invested 
capital through relief provieione, but the 
iDTeated Capital figuree in whichever W&J fOU 
go. We han tried up to now to eetUe all 
queetiona that the two ataffe were in accord 
on and we han done that, I think, up to 
12:00 o' clock todar when the Subooamlttee ad­
journed. I think we had about covered eveey­
thing e%cept this particular queetion here. 

Now, if rou can han theae etaffe get together 
and present a united front to ua when we aeet 
at 10:00 o'clock in tbe aorning, I think we 
will be prepared to aove right along • 

.h far aa the Treaeur7 1a concerned, the7 e.re 
going to have to agree. 

I think the Secretaey'a etat«ment ia perfeotlr 
fair. He can' t do &D1" aore than that. It 
looks like we o,ht to get eomething we can go 
along down with <Borrow. 

The difference• aren't irreconciliable, aa rou 
han stated th0111. 

Do rou think the7 are irreoonciliable? 

No, I think we can get together all right. Of 
course we have given sore proainence to the 
teat of avetbf' earning• over the entire period, 
beoauee we nk that will be le11 difficUlt 
for many corporations in the oountey to compute 
the tu rather than having to bother w1 th the 
iDTeeted capital and we ueed the inveeted 
~~ital onl7 ae a eort of relief aeaeure to 

e care of theee hard oaat1. Under the 
Tr8U1U'J' plan1 of courlt the7 uee the illTeated 
capital for ul corporation• and we have juet 

111 
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a little disagreement aa to whether that ia 
the beat plan or not. We are perfect ly 
honest about it, we both have a di.fferent 
viewpoint. 

No doubt about that . Did I rather fairly 
state the Treasury view, Yr. Sullivan? 

Yea, you did, Kr. Cooper. 

You don' t have any doubts that you can get 
together and reconcile these two, do 70u, 
John? 

Then I have rrq own plan. John has a better 
plan than everybod7. 

I have got a plan too, Jere. If you are 
going to bring yours, I will bring mine, too. 

McCormack: I am not going to put mine in until the public 

B.U. Jr: 

Cooper: 

hearings. 

Inasmuch as I will guarantee the Treasury­
staff will agree with yours by- 10:00 o' clock 
tomorrow - and I have aeen Chairman Dought on 
do the impossible before - if you put the old 
shoulder to this thing - we are all on the 
spot on this thing - couldn't you work out 
this thing the way you have done it before, 
a time table whereby between now and midnight 
Saturday you could get this thing through the 
House? 

Oh no, no. 

McCormack: It ia difficult, Yr. Secretary-. 

Dough ton: Kr. Secretary, to be conaiatent and also to 
keep our word we have to have public heari.nga. 
I don't know how long the7 will last. 

1'2 
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Tiro daye? 

Yea! giTe them a chance to get together and 
it ooks like the Senate Finance Committee 
and the Subcoaaittee of the Wa7a and Ileana 
are in substantial accord and we don't think 
lonf hearings will be neceeear7, but we 
can t bri.ng out a bill of thia magnitude 
without giTing a chance for ec:ae liearings. 
I think we would be criticbed and be 1n an 
untenable position. 

Oh this last bill that railed a billion 
do~ra worth of reTenue, 70u gaTe them two 
da7•· 

That 1a a different propos! tion, Kr. Secretacy. 
That is where fOU are going out and just clip­
ping a certain amount of mone7. That ia a 
different proposition. It means a lot to 
business and we are in a Demoorao11• thanks be 
to God, and 70U just oan' t ignore tile faot 
that the fellow who hae f~! lila mone7 innsted -
and {ou know it better t I do - he has had 
a lo of experience and I know that I would 
like to get the banefi t . 

I will 111 this, llr. Secreta17: 'l'lhaenr the 
Subocadttee llllkea ite report b&ok to the Full 
Cc.Uttee, it will be up to me then u Chaii"Mll 
of the Committee to set the date on these hear­
ings and I will expedite that date ae rapidl7 
ae the Committee will agree to it. We will work 
night and da7 and we will rueh it through. 

I know what llr. Stillllon wanted to know and 
llr. Knudeen1 if this plan wae followed, ae I 
understand 1t, You (Cooper) are t~ting a 
•m•nlmoua report from the ata!fe orrow, 
and ;rou will. We will han that uoh of a 
Democracr. ~. 

1 .1 _.,. 
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.lll right, right at that point -

What happen• than? How long before JOU report 

to the Chairman of the Full Committee? 

That 1e one thiliJt I want to ask right now, 
Stm, you and Jolini now; It rou bora oOIIle 
to us at 10:00 o' c ock in the morning in 
agre~~~A~Dt, how long do JOU think it will 
take the Subcommittee to work out the Tarioua 

problems that you two and Beaman can present 
to ua'l 

Well1 it you are goill8 to have hearings on 
the Daais of the report, I think we can agree 

pretty well on the uin recODD.endations and 
you can just go right ahead with the hearings. 
There will have to be s01:11 detail, of course, 
for worki ng out sane of those rec-andationa 
but it aeema to me we could arrive at a pretty 
good report on the rec0lllm8ndations in the main 
for the purpose of holding hearinge right away. 

I don't think so IIIUch of unduly ruahing it 
now. The busineaa people of the counti'J want 
to have sane opportimity to see what the nature 

of the bill ie, Ylhat is the use of holding 
publio hearings if they are not going to lmow 
What they are going to talk about? lnd it 
strikes me that certainly a day or two to 
work this thing out on the baals that people 
ooming in to appear before the COIIIDil. ttee at 
public hearings will have an opportunit7 to 
know what the7 are going to talk about --

Well, Jer~, tor ., infor.ation and education -
ron get till a tcaorrow at 10:00 o'clock. Than 

what happene after that? 

ill right, the7 presant 1t at 10:00 o'olook 
in the mol'lling and of oourae we anal.1se what 
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they present and then we Juat decide questione 
of policy that are presented by the plan that 
they bring to ua and there are e:rq nuaber of 
questions on which deciaio111 han to be •de, 
whether you do it thia R7 or that •1• whether 
your rate 11 ten parcentt tweln percent - thou 
things han to be decided. and of course I can' t 
gueu offhand Juat how long it will take. 

Well, I JUan a oouple of daya. 

I would think that would be eaple. 

Before you would get it out of 1our Caaadttee? 

~ght be able to get it through tomorrow. I 
would think that by tomorrow or next day we 
ahould be able to get it through the SubcOIIIIllitt .. 
if they oome to us in agreaent, don't you think 
so, John? 

Tea. 

lnd then it goea to the Full Coamlttee? 

We report it to the Full Cc.aittee for hearl..ng.. 

Wednesday or Thursday they could begin hearings. 

Thursday, I would think. 

Thuraday they could begin hearing• and close 
thG thie week. 

Oh, no. 

We al~t. We would 1"1111 night and da7. I don't 
think I would Tiolate e:rq confidence in saying 
there hae be111 a<11e diaoualion between S1111tor 
Barrbon1 _ Chairan of the FiDf.llce CCIDittee, 
and IQ'tell that perhaps the S1111te Finance 

115 

Regraded Unclassified



H.&:.Jr: 

Dough ton: 

King: 

!l.ll.Jr: 

l!&rriaon: 

Cooper: 

King: 

!!&rriaon: 

King: 

l!&rrison: 

King: 

Har rison: 

Cooper: 

- 31 -

Committee could conduct a public hearing of 
thia Full COiillll1 ttee and the Finance CCillllittee 
would ait 111 th u.a. 

\7onderful! 

In ·order not to han duplicate hearings in the 
Senate. I think that would be ver;y agreeable 
to our COIIIId ttee and the;rwould be vecy welcome 
to sit with us . 

I am in favor of that . I have had joint meet­
ings frequently like that. 

Of course, we don't want to interlope, but we -­

If we were invited --

You will be there on the moat cordial invitation. 

We would be willing to take eeate right behind 
;you follca . 

I think we could get through 1.n one or two da;ra, 
eaail;r. 

Have ;you spoken to Jlr. Vand.enberg? 

I thought we were going to work thia thing out - ­

I mean, joint hearings. 

No, but he will be agreeable . 

There h one encouraging thing up to thie point 
and we have decided practicall;r everything in 
the Subcoaa.i ttee exc!llt thia one question. Up 
to thie point our actl.on hea bean nnanlJIOUa . 

Th.e Republican aembera and the Dtmooratic IIU!IIlbera 
have all agreed. There haa bean no diaagre-nt 
on anything up to this point, ao that means, 
of course, ;you don't have a prolonged tie-up in 
the Conmi ttee. 

,. 
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What I am trying t o do for ~self and for these 
gentlemen who have bad the responsibility of 
signing these contracts, supposing we aay the 
Su~committee reports out on Thursday, I mean 
Wednesday night and Thursday u I understand 
it1 .the Ways and Means and Finance together 
will hold public hearings. 

If we decide to do that ~. Secretary, I would 
like to give notice to the press thia afternoon. 
That ill the purpose, eo the public could be~in 
to get ready. You can't expect public hear1ngs 
on abort notice. 

I think it would be very encouraging, because 
it would cut the time down. If you said that -
I am trying to get - you start these things 
Thursday morning. How many days, roughly, would 
they run? 

What would you say, Senator Harrison and Mr. 
Cooper? 

I don't think it will take very long. 

I think we can hold it down to three days. 

If we agree to cove this thing, that we have 
been pressed a little by the chi!tol and we 
don ' t want to slow down this t g that we 
are all for and that 111e ere going to move fast, 
111e may be able to get along in the Finance 
Committee without any hearings if we hear 
with them over there and than put it out. 

I think if notice is given that they are to 
have hearings it might be well, Mr. Chairman, 
to indicate that t hose who desire to be heard 
notify immediately the Chairman of the Com­
mittee, lir . Doughtont and briefs will be 
received and suggest1ons made to make as 
nice a brief as possible because it is desired 
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to expedite consideration and llltJ11 of th& 
will o0111e with a written 1 ta tCRent and su'CIIIIi t 
the written atatCRent and they 'II!Ay not tak.e 
anT time at all. I think you would out off 
a lot of oral testimonr, if you will pardon 
me for so aafing, if you indicate in the 
notice you g1ve that opportunity will be given 
th .. to present their briefe. 

Wlth all due deference, Sanator, I don't believe 
anrbod¥ ever rode the aaddle better or handled 
the f nel better than llr. Dougbton doea in a 
hear ng. 

I know the way he bulldoze• ua when we meet 
with his people. 

It won' t take long on the Fl oor, then. 

No. My beat guesa is we can finish in Subcommittee 
in two more days. Then I think we can finish the 
public hearings in three ~{~ even if we have 
to sit at night . Then I one meeting of 
the Committee in executive session will reach a 
decision there . Then I think in not more than 
two daJS we can paaa it in the House. Of course, 
you han got this to bear in mind, it ia a 
privileged bill. You don' t have to have a 
special rule f or it and you have t o get unani­
mous consent for the general d~bate on it. 
Otherwise, you do have to bring in a rule for 
that . 

The way I am following you, I mean always barring 
accidents and t rouble, by the middle of next 
week it would pass the House. 

Vle hope so. 

There would be a chance for it. 

Sometime next week • 
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If you get it passed in the Houae by the end 
of the week, you will be doing remarkably 
well. 

VIe want to leave one day at the end of the 
week for Pat. 

Give us three days at the moat. 

I suggest this: I nenr knew the national 
defense was linked up with this le~islation 
until the other day when we were g~ven in­
formation by Mr. Cooper and the members of 
the Subcommittee and l.!r. Dougbton. Per­
sonally1 I was of the mind tnat there was no 
particULar haste, but in view of that in­
formation that it was linked up with national 
defense, whatever views I had acquired on 
that just rapidly disappeared. We were given 
that information one day and the next day the 
Full Committee met and r eferred it back to 
the Subcommittee, which actually had to be 
gone through and fran that time on, this 
Subcommittee has been sitting constantly. 

Now, I thought this: The thing that changed 
my mind was the inforoation that I received 
about national defense. I think if llr. Knud­
sen or the Secretary, or both, or sane one 
of them, particularly Yr. Knudsen, who is 
an minent business man and who is making 
great sacrifices for patriotism, would appear 
before the Committee and make a brief state­
ment, from that angle alone I think it would 
have a very curbing effect upon other busi­
ness men, make them realize the importance 
of this bill being enacted into law as 
quickly as possible and in a natural way 
without any arbitrary action by the Committee, 
which of course is al~'ys offensive • 
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It would tend to restrain SOllie fr0111 appearing 
or at least have them realize that they 
kind of haven't aa long a tilU aa they might 
otherwise feel they were entitled to. The 
psychology would be very important. I think 
it would-have a very important effect and 
give assistance to us. 

I don't think there h any doubt about that. 

I think lolr. Knudsen should be one of the first 
wi tneaaea, or llr. Stilllaon. 

Bot.h. 

I think, aa usual, we will want the Secretary 
of the Treasury to open. 

I give way to these two gentlemen. 

And then let them come right on and of course 
Secretary Knox will join ue. In other words, 
lay the premises right there that this ia 
vitally connected with national defense and 
time is so important, it will help us a lot. 

You won't have any difficult;y with me. 

It will help us a lot i .n the COIIIlittee, help 
ue a lot in the House, and I aaauae in the 
Sanate, too . 

I would like to ask one question that is not 
quite relevant. Have we apent all the money 
whioh we have appropriated, and thia tu 
bill whioh we are to pall would be indhpenaable 
to the making of contraota? 

I think you will have to state it again. I 
don't quite get you. 

.I 
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King: There 1e not auttioiut -r iD the '!'Pea~ 
nowi not 1uffioient IIODeJ' prmaea by the 
bil 1 whioh han bee pa11n to 1'1111 the 
IIODIJ to Ult the11 OODti'&Citl, The bill be-
fore ua now --

George: That 1e not the queetion. The cp11tiaD 11 
to &! thie tax pollc7 11tt1ea 10 that the / 
COD eta --

llig: I lr:Dow, but I • ju1t tl'Jing to fiDa out 'tlbat 
110De7 •• Deed to lilall:e theae cCDtP&oh. 

George: Well, •• are not going to get it ~aiateq 
neD if we pan thil. 

K.ll.Jr: You are blki~ about railing the rnanue or 
the authorir.a on? 

King: Authorization. 

H.li.Jr I The authoriaation hal elreaa, been •de. 

King: To c:tlete theee contracts and to rnJor tha 
ulti.a UJ1 ;rou will Dee4 the fin i OD this 
bill calli for. 

Inudaen: !e1. It ;rou put it iD 'lain wora., teldng one 
iDa tanoe, there are 42' airplu11 iD th11 
lot for which WI han baa IIODe;r an4 there &1'1 
U,OOO cCIIIdng after for 11hlch we hann't the 
IIODeJ. 

B,ll,Jr: I thiJIIt thia -

Barrhon: !he uathcl'iaation aa •41 fpr the other, -·t 
it'l 

Illude en: Jot Jet. 

Bell: The U,OOO, u I reoell, aa 1a the uaaqe the 

Regraded Unclassified



Cooper: 

l!ell: 

Cooper: 

H.H.Jr: 

Cooper: 

B,I£.Jr: 

Cooper: 

B.!.!.Jr: 

- 37 -

President sent up on July 10! asking for 
two billion one hundred mill on of cash 
and two billion seven hundred million of 
co.ntra.ct authorization; in other worda, 
four billion eight. That is before the 
Senate now, the House having passed it 
last week, 

v.·e passed the four billion eight hundred 
r:lillion. 

But the 4,000 planes are already appropriated 
for and the liar Department bill was passed in 
early June, 

We suggest this, Mr. Secretary: It has alr:a.ys 
been rq custom under authority of the Sub­
committee at the close of each meeting to 
invite the newspaper men, who are always 
•~iting outside, to come in, I give them a. 
ata.ta.ment of what we have do~~J decisions we 
have reached. Now then, ass ng that you 
make good on your guarantee, which I don't 
doubt --

I haven't failed you yet, have I? 

No1 we haven't failed you yet, eithe.r , have 
we·t 

No . Want to make somethine; out of it? 

So then, assuming that when we adjoumat 
12:00 or 12:30 tomorrow, I will be prepared 
to then tell the preas what the plan is on 
the excess profits tax. 

Well, I think that ia swell, but I would like 
to be so bold as to make a auggeation, The 
boys know this meeting ia taking plaoe , I 
had rq preu oon!eranoe at 3:00 and they 

.•· 
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were around me like a ton of bricks. I think 
your suggestion for t~orrow is tine, but it 
Chai l'lll&n Doughton and Chairman Harrison could 
say something this afternoon ae a result ot 
this meeting, poaaibly1 . that rou are going to 
meet together or aametn1ng like that, the 
importance of a national defense, the posai­
bilitr ot acceleration and eo forth and eo on, 
in view of what 1lr. Stimaon and llr. Knudsen 
told rou here todar, I think that would be 
very helpful. 

The answer to that, it I might euggeet, :Mr. 
Secretarr, is that of course, whether we like 
it or not, we have a verr practical problem. 
!low, all who are here are Demo era te. You 
have got to --

I made that statement . 

I em talking about legislators now. 

I made that statement and llr. - the majoritr 
partr - how did rou correct me? You said not 
all members of the majority party are Demo­
creta. Row do rou get that, John? 

Oh no, I put it that" I wouldn' t want to define 
apecificallr the r.ord Dsmocrat. · 

H.K.Jr: That is better. 

llcCormack: I know anything I sar won't be mhunderatood 
when it is completed. The legislators are 
Democrats . I am wondering if a joint state­
ment went out how the minoritr members in the 
Senate and the House on the \'/'aye and lleana 
Committee and the Finance Ccadttee might 
feel . If the ahoee were reversed, I would 
feel darned sore. I know ther are going to 
have t his meeting, but br God, I don't want 

.•· 
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them to take any official action without 
giTing the minority the oourtea7 of consulta­
tion. We have a Verf good working Committee. 
The Ways and lieans COIIIil ttee ver7 aeldCIIl dis­
agr ees along political linea. I don 't think 
tliere has been the least element of politics 
in the Subcommittee . I am a little bit afraid 
that if you issue a statement tod&T that you 
are liable to get those bo7a mad tCDorrow 
and it is only just natural. 

I wouldn ' t auggeat that Bob Doughton announce 
he is goi!lg to call a aeeting tor Thurada7, 
nan until he does it tomorrow after the 
Full COI!IIli. ttee 11.eeta and then we ean report 
at the Full Cc.mi.ttee that we expect to make 
our report Tuesday or \ledneeday and for him 
then to announce public hearings. I would 
suggest - my judgment would say wait until 
tomorrow until we, au a full Subcommittee, 
can sa7, "We are going to be through with 
our job and you can announce you are going 
to han public hearinga Thursday, • 

That is what I was leading up to in the sug­
gestion I offered there that when~ Sub­
oOI:IId ttee adjourna at 12: 80 or 12:30 tomorrow, 
after we have presented the excess profits 
tax plan, then when the preu representaUna 
come in, I will reiterate what I han already 
given thea about amortization and suspension 
of Vinaon- Trammell let and inaist that ther 
put it in the story and then follow that nth 
this new story about the exoeaa profits tax. 
That ia what they are waiting to hear about 
and that is what they are anxious to know 
about, is the excess profits tax. 

Then attar I gin them that infol'IIBtion, I oan 
tell them alter I han conferred w1 th my Sub­
oOIIIIittee that we think we will be prepared 
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to report to the Full Committee b;r Wednesda.;y 
and then let Mr. DouiBton follow that with 
the announcement the.~ public hearings will 
start Thursday a.nd an invitation will be 
extended to the Finanoe Committee to join 
us to sit in at the public hearings a.nd 
that will enable us to go along with the 
line that we have been pursuing so far . 
There hasn't been any disagreement in the 
Subcommittee. The Republican members a.nd 
Democratic members have all worked together. 
No ma.n walling in that room - either one 
of these gentlemen could nlk in our COII-
mi ttee roOJ:l and they couldn' t have told who 
was a. Democrat and who was a Republican. 
We have been trying to do the job . 

Now then, as the;y have been cooperating with 
ua, everything is going along in fine shape. 
I would hate to see any chance taken of 
hurting their feelings or --

You are right. 

I think the same thing liUl{ be said of the 
Finance Committee. We se da:a have an1 dis­
agrement there and certainl;r those dis­
agreements we have are not along political 
lines. 

H.!!.Jr: Well, let me just ask this --

lle.rriaon: \'/e won't have any disagreement, with one 
exception: They may want a little publicity. 

H.M.Jr: Is this within the realms of possibilities, 
because I want to ask this for the benefit 
of Mr . Stimson and Mr. Knudsen and myself. 
Ia this within the realms of possibilities, 
that b;y Saturday a week that this bill may. 
pass both Houses? 
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It ia certainl:y within the reallls of poui­
bilit;r. 

We will do our part in the Houee. 

It ;you will do :your part, we will do our 
part better over in the Senate. I mean 
we will ahoot it through there just aa 
quiclcl;r aa we can. 

It ia within the realm.a of posaibillty? 

Oh, :yes . 

Vlllat did :you aa:y, Bob? 

I waa going to suggest that I could gin 
out to the press this afternoon that we 
are IIIAking good headwa;y and it waa nr;y 
hopeful now that we would be able to begin 
hearing• Thurada;y and it would be definitel:y 
announced tomorrow and let the public begin 
to get ready and than - aa:r we would start 
Thurada;y anCi announce it tcmor row. 

That wouldn't do 1111.1ch good until Jere ia 
able to announce the fo~a. 

That is fine, but that is the point, Senator. 

It ;you can announce the foJ'IIUla of the exceu 
~~ita tax, ;you can aa:r we will atart Thura-

Wi th 25 aembera of the Viars and )Leana Ccm­
mitt .. , it will be enn more difficult than 
enr. How 111111 aembera do ;you han on the 
Finane e CCIIIIIi ttee? 

About 25. 
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There a re 25 members of the \':ays and Means 
Committee and 25 members of the Finance 
Comcit tee all asking questions . 

We don't ask many questions . 

It is going to be more difficult to get our 
record printed every night. There is not 
muoh po~nt in holding hearings before the 
people know what you ar e proposing. 

I thought you were having hearings 
the general fundamental principles 
bill had been explained. 

Jus t in executive session. 

on which 
of the 

Chairman Doughton, I just wanted to ask you, 
do you think it is within the realm of 
possibility the way we have been talking here 
today that between now and a week from Satur­
day that this thillb will be able to pass 
both the House and the Senate? 

! can't speak for the Senate, but I believe 
in the House we will do our part . 

All right . Then i f that i s so and I stay 
within the realms of possibility, are you 
gentlemen who are responsible - Knudsen and 
StiDson - are you sat~sfied? 

If that is as fast as they can go. 

Henry! will you promise us for the President 
that ~f we get this thingJasaed Saturday 
he will sign it Saturday ght? 

I will promise you if you pass it Saturday 
he will sign it before Monday. 
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We will try to get it to you by Friday a 
week if they give ua Saturday night , 

I will promise for him that --

You meant Friday night? 

What 1e the question again? 

next Saturday night a week 1a the 17th, 
ian' t it? Today ia the 5th. We are hoping 
to get it through the Senate 1t the{ pan 
it and hand it ~o ua and get it up o the 
President ~y the 17th, 

Now, you are asking me to promise SCElething 
for him. Just a second. If you pass it by 
the 17th, you want me to pramiee for him 
that he will sign it no later than --

Than the 17th. Vihen 1t gets up to him. 

That he will sign it? 

Yea , 

'lh.at he will sign it. 

That he will sign it rig)lt away. 

I will promise you. 

I am aasllllling he won 1 t han to take any trip 
in his campaign. 

I will promise he will sign i t aa aoon as he 
gets it. 

I think we can get it through nry quickly, 
don't you, gentlamen? 
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Yea. 

We are talking about a week from Saturcla7. 
When we atarted talking, we eaid it JOU 
could do it within two weeke and get a law, 
that would be better than &D1 r esolution. 

llr. Seoret&rf, I think --

It would do more to help the whole situation, 

ox.7. 
Yea. 

Would that be -­

I think so. 

Sure, 

Yea, 

Tcmorrow it will be aade publio. 

That ia right. 

~'hen the SubcCJaittee ukes ita report, thlll 
I think the Chai~ of tha two oaaitteu, 
llr. Cooper - and lrr. Cooper oan nr7 well gin 
out a statement after haTing tiae to talk with 
the ainorit, leadera in the two ocmaittees 
that with reapect to amortisation and aua­
penaion of the Vinson- Tramaell proviaiona, 
there is no aubatantial difference of Tiew 
and unqueationabl7 thoaa two proviaiona will 
go into the bill. 

I han done that Senator. I have fhen out 
two stat aenta areadf and in each natance 
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I asked thmn to amphaai&e the taot it was 
unanimous, the action wu unanimous in the 
Subcommitt ee . I will further amphasite i t 
tomorrow. 

I think that is the time when you might do 
it, and then if it could be said with respect 
to the amortitation provisions and t he lifting 
or suaiension of the Vinaon-Tr~ell provisions, 
there a no reasonable doubt but what they will 
go through as agreed upon or recommended, In 
other worda, give assurance, 

If that could be done, it would help more than 
anything else . 

I think that could be done tonorraw. 

I will do that the first thing tomorrow. 

Do I understand that Chairman Doughton is going 
to say something t o the preaa when he goes out? 

I think I will. 

That is up - but you are going to say something? 

!bout the time you think we would probably get 
through. I think we all are illpresaed as 11111ch 
aa possible with the importance of this matter 
and how seriously important it ia to get out 
and be able to make lt aa easy as possible 
and it looks like we all want to work together, 
I think you can upeot ua to bring out a bill 
just as early aa possible, to bring out a bill 
we can all take the responsibility for , you 
and every member of the Finanoe Committee and 
\'lays and Ileana COIIIILi ttee, I think we will 
put on all the pressure possible and bring out 
a bill just as soon as possible that we will 
take the responsibility for , There ia no 
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disposition to delay it one .Inute. ot 
oourse, when we bring a bill out before the 
Floor of the Houae we haTe got to bring out 
a bill that we can justify, not only before 
the House but before the country and I know 
the Senate feels the same way about it. You 
can count on us for all the speed possible. 

I thiDlt we can sar that so far aa our probl• 
is concerned, the course to be taken it the 
course that Senator George .. ntioned, that 
you, Ill'. Cooper, 11111y clear taorrow 'lhan you 
make your report aa a Subcaamittee that there 
waa nbstantial •m•nlm! tr in regard to the 
UIOrtiz.ation part and in regard to repeal of 
the Vinaon-TI'UIIIlell .let, that that woUld help 
our jam more than &nfthing we could do. 

I will make that statement at noon tomorrow 
juat aa strongly aa I can use the language 
to make it. 

I would 11111ke it in behalf of both the Com­
mittees, Jere. I would join the Committees 
eo it nll C&1'1'f weight with the countey and 
the buaineaa elemant. 

!a I authorized --

Then those speeches are out of the Ca.mittee. 

Am I authorized to aay that the Finance Cca­
lllittee 1a in agre•ent on that? 

Oh yea, we have had aeetinga together on that. 
I haven' t talked to Dan Walsh on thia aaor­
tization, but I am aure there would be no 
diaagre811ent. 

Do you think I would be aate in aa:ring that I 
aa talldng for th.e full VJay1 and )(eana Coaaittee? 

' 
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I believe so, 

Do you think I should say I am confident the 
Finance Committee is in agreement? 

Yes , 

Yr . Secretary, the thought ie in my mind - of 
course1 the effect of this ia simply psycho­
logical in the hope it would be favorable , 
I understand your position and llr. Knudsen' s 
position, It is just trying to do sooething 
with the hope that sometbi.ng will materialize 
prior to the actual passage . It may and it may 
not, but it is worth trying, The thou&ht en­
tered my mind, do you think it r1oulci have any 
greater psychological effect i f Mr, Knudsen 
would be there, Mr. Cooperhtomorrow at noon 
time when the press was oa ed in? Would you 
think the message would be a little bit more 
powerful? 

I :ilould think it would. 

I think so, John. 

~Corcack: You see, it is the psychology. 

Stil:lson : 

Cooper : 

I know. There is a lot to be done before the 
contracts are let. I think they would begin 
to get ready if they got this in announcenent. 

All right, how about this? The Subcommittee 
is meeti~ in executive session, Would it 
be conve~ent and agreeable with you1 Mr. 
Knudson, to be there at 12:00 o'clock tomorrow, 
to come up at 12:00 o' clock tomorrow and just 
make a very brief statement of just two or 
three minutes to the Subcommittee of the im­
portance? 
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Knudsen: Ot these two iteaa. 

Cooper: Yea. 

Knudsen: Right. 

Cooper: And then imudiatel7 following that, I wUl • adjourn the Caamittee meeting and oall the 
newa}Mlier reporters in and I will fln th~a 
thia a atemant and then JOU can to ow that 
it JOU want to b7 saying that JOU think that 
auurance will be o! great halp and banetit 
to t he contractors in entering into the con-
tract. 

Knudsen: I will be ut_ there. I don 1 t know whether a, 
saling anyt~ will do anr food. You are 
do ng the t g, but I w 1 be there. 

Cooper: That will be all ri~ht. The Wa71 and lleana 
Committee room of t e new House Office Building. 

Dough ton: Will Senator Harrison be up ther e at thAt time? 

Harrison: The7 will come onr and I will tell th• Je&, 
the Senate conferees have been talked to and 
we are all in accord with it. 

Cooper: One reason I am all tor thi1 l&at tufueation 
ia thAt all the other aeabera ot 11tf ubc~ttee 

I hann't hAd tie benefit ot thil direct word trca 
llr. ltnudaan and theJ hAn bean going along tine 
and it would be Te1'7 helLtul to Ul and I thiDk 
it would be a oourteaf t t would fix ua u{, 
in tine shApe i! rou could be thare probab 
not over five or en ainutea. 

King: I •• just f:ing t o uk lfr. ltnudlan and the 
Seoret&rrw ther these nefotiationa hAve 
lfofreaaed ao tar aa that here will be no 
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eigDinf thaa. Will our political negotiation• 
be pro raoted, will there be further dia~tee 
which will haTe to be ironed out or are er 
so cleared up to date ae to - -

Knudsen: You are asking me to pass on human nature 
air. We han got one contractor that will , 
sign anrtJUng rirat now, but ... han eOI:Ie of 
them that are ho ~back and the beat thiJig, 
ot oourae, we rnib could han would be a 
bill eigned an pane br the two Houaee. 

King: So far as rou know, there are no insuperable 
objeotion.s between the Gonl'llllant and the con-
tractors after we haTe passed the law? · 

Knudsen: None wha teTer. 

H.l!.Jr: And I am carr7ing in rrq mind the 17th of August. 

llcCol'lll&olc: You haTe exacted a tough trade from ua. 

Cooper: I told Sam Rarburn the last tax bill would peaa 
on the lOth and it passed on the 11th. 

llcCol'lt&ck: We will get oTer to the Senate before that. 
You agree with Pat Barriaon. 

Harrlaon: I think this buaineaa of our meeting with t hiiiR 
1e going to san time. I don't thillk we will I haTe anr trouble on the public . 

King: Well, Kr. Secretaey, are 7ou through with usY 

H.J.!. Jr: Well, it ia the other wa7 around. 

King: I think we are throup 111 th rou. 

Doughten: If Jou are through with uili Kr. Seoret&ey, we 
wi gin 7ou time to do • job rou want to 

Regraded Unclassified
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han rea4f b7 10100 o'olook tOMrl'Oir. 

Thia baa b11n 0111 of the beat aaeting1 we 
han baa • 
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TREASURY DEPARTMENT 
!3S 

INTER.OFF1Ca COMMUNICATION 
CONFIDENTIAL 

DAft August 5, 194<>. 

-
~bJect: 

Seoretar~thau 

Wr. Ra~ . 

Employment in the Aviation Kanut acturing Induatry 

1. E!llplOyllll!nt in the aviation manu!'seturtng industry haa more • 
than doubled ln the paat year. I n J~ne 1~, manufacturers of 
alrrl~nto s 8!11Dloyed more than 70,000 factory workera , and •nu­
f~cNrera ot airplane engines nearlr 22 ,000 tactotoy worker s, a 
~d total ! or the industry ot 92, 000 tactory workers. A rear 
age the a geregate e ll!ployment wae ~5,000. 

2. £~\or~ent 1n the i nduetry i ncreaeed by nearly 17,000 between 
llarcb and J une 19110. '1'h1e expand on conat1 tuted the industry ' a 
~atest numerical increase 1 n empl oyment i n its hlatcry t or a 
three- month period. Tbe previous hlgb t or a a1ll!1lar peri od -­
approximately 15, 000 persona -- occu rred during the laat quarter 
of 1939. 

J, All i son Engineering Company and Vultee Airorart, Inc. more 
than doubted their working forces in the June quart er. The largest 
numerical increase in employ~nt wae shown by the Wright Aero­
n&utloal Corporation, which added 2,100 factory worke rs to ita 
rolla betwe en llarch and J une. 

~. E!llployment at the Glenn L. llartin Company baa not goved i n 
the aaae dlrect1~n aa has employment ln the reat of the induatry. 
~t1n'a peak employment was reached ln December 1939. The 
coapa111 had 2, 000 tewer employeee in June 1 ~0 than it ha.d Bix 
110nths earlier, a sharp decline having t aken place 1n February 
ot thla year. 

5. '!'he attached chart ehowa total ell!plOyllent in the avia tion I 
~uraeturing industry and the employment or aalected companies 
Iince J anuary 1937. The attached tabl a a give the !1gurea 
plotted on the chart. The t1gurea uaed t or total employment 
co~ar almost all or the i ndustry, but do not include the employ­
ment ot some ot the smaller compan1ee tor whioh complet e data 
were not avai l able. 

J.ttaahmenta 
• 
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c.p1o,..ac 1D Anauoa lla..taatv1• Ine.at17 137 
(Al rpl.ana • aacl .&.t.l'plana lllc1M •) 

1,7-19'0 

I • • 
I 1937 • 19311 I 1,9 I 19ilo • 

: I 

Alrp1&nU 

Jan. 22,100 23,700 25, 000 u·soo Feb. 
2~,100 

,200 
x.r. 2~,200 27.~ ·Z: Apr. 60, 
11&1 65,200 
June 25,200 22,800 36,500 70,300 

Sep,. 23,1100 21,700 41,100 

Deo • 23,800 2~,100 52, 1100 

. Urplane E!!!1nu 

Jan. 5.~3 6,318 6,769 1,,036 
Feb. 1 ,8n 
liar. 5.905 6.~7 7.555 16,320 
.t.pr. 17,562 
llay 

6,485 6,517 8,365 
19,w 

JUne 21, 7 

Sept. 6,290 6,610 8,909 

Deo. 6,~ 6,688 11,996 

To\al Induet!:l - A1!:2lan .. u4 AlrDl&De ID«lne• 

Jan. 27,503 30,018 31,769 119,1136 
Feb. 72,073 
x.r. 30.005 30,~7 ~.955 75,020 
Apr. 711,162 
kay P,~6 
June 31,6115 29,317 ~.1165 91, 7 

Sept. 29.~ 211,310 50.009 

Deo, J0,206 30,7811 ~.796 

lll'floe or the lioratari or tbi fi'iaftl7. 
Dh111on of ll .. aaroh and lltatUUoe. 

,. Regraded Unclassified
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-loJlllnt ot Selected A1rora1't MaDII1'aotar1q Oorporat1oao 

1937-19'1o 

1937 I 1938 I 1939 I 19110 

sell A1roratt CO!:!!• 

Jan. 615 222 6~ 

=H Feb. • 
liar. 850 290 912 ~ Apr. 
liaS 

~ 1,.10 
473 

Jllne 80S 1,192 

Sept. 718 235 703 

Deo. 213 6o6 799 

Boline; .11roratt Oo. 

Jan, 1, 8311- 1,11-93 2, 666 5.~ Feb, 5. 
llar. 1,726 1,711-2 3,016 ,,31~ 
Apr. .77 
11&1 5.785 
Jllne 1,211-9 1,836 3.374 6,513 

Sept. 1,109 1, 948 4,468 

Dec. 1,380 2,~5 5,199 

Conaol1dated A1roratt Co!:;2· 

Jan. 3,169 2, 540 968 2, 837 
Feb, 3,477 
liar. 3,246 2,518 819 l·807 
Apr . ·m lla:r 5. 
June 3,099 2,lo4 832 5,821 

Sept. 2, 617 989 1, 4o8 

Dec. 2,580 981 2,~ 
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CJplor .. nt ot le1eeto4 AlrONft llaJNtaotul'lac OWpwaUOiltl 
13! 

19:57-191io 
(oont1nuo4) 

I I 
1937 I 19311 I 1939 I 1~ 

I I 

Corp.) 

Jan. 1,241 2,211 3,802 •.~so / Feb. .. " liar. 1,500 2,Y.7 2,939 5,016 
Apr. 5,213 .. ,. ~,6911 
JWII 1, 933 2,310 !,Mil .31• 
Sept. 2,202 2,7)6 1,562 

Deo. 2, 007 3,~1 3,-...7 

Dou&J:ea A1roratt Oo. 1 Ino. 

Jan. 5.591 6,3211 4,334 11,952 
Feb, 12,077 
liar. 5, 961 6,17) 4,177 1l,ll9 
Apr. 1 ,033 
11&7 1.,656 
June 6,653 .,672 5 ... 5 1.,957 

Sept. 5,532 .,0211 6,3111 

Deo. 6, 771 .,110 10,362 • 

Lockheed .Uroratt Oo!:J! . 

Jan. 910 1,577 2,305 ':ifs reb. 
liar. 1,09'1- 1,5~ 3.509 ··~ Apr, •• II&)' 5,016 
.rune 1,3311 1 , 797 5,699 5. 591 
Sept. 1, 3113 1, 997 5,32. 

Deo, 1,~11 2,123 5,156 

Regraded Unclassified



11() 

~10,.ent ot Selected Alror.n .. nutacwr1Ds Oorporat1ou 
1937-19'W> 

(continued) 

I I 
1937 I 1938 I 1939 I 1940 

I I 

Qlenn L. Ka.rt1n Co, 

Jan. 1,3~ 1,8111- 2,905 1o,zr 
Feb. 

1,n6 
9, 7 

l!ar. 1,892 11-,092 9,133 
Apr. 9,010 
lla1 2,011-11. 2,1311. 

9,357 
June 6,029 9,133 

sept. 2,032 2, 311.1 10,070 

Deo, 1,818 2,777 11,1711-

North A11er1oan A Y1a t1on 1 I no. 

Jan. 829 1,n3 2,223 4,M~ 
Feb. 11-,32 
liar. 8119 1, 935 2,11-57 11-,1511-
Apr. 4,3n 
lla1 11-,336 
June 1141 2,400 3,125 11-,782 

sept. 1,272 2,665 2,992 

Deo, 566 :2, 530 3,795 

United .t.lroratt Co~. 

I (n:oiuding Pratt -whl tner) 

Je.n. 2,350 2, 211-5 1,826 2,757 
Feb, 3.m 
liar, 2,~ 2,1611 1,76& ~:7:55 Apr, 
liAr ,,912 
June 2,497 1,972 1,952 ,282 

Sept. 2,11-39 1,8110 2,123 

Deo, 2,3311 1,77 ... 2,5811 

/ 
Regraded Unclassified



bplotJIAint of le1aoU4 Ail'oraft llallufaotur1q 0uapGRUona 

19J7- 1911o 
(oonUnua4) 

1937 19311 I 
I 

1939 I 19i!O 
I I 

Vulteo A1roratt1 I no. 

Jan. )64 7~ ,.b. 9311 
ll&r. "<> 959 
Apr. 1,008 
lia7 

560 
1,,,-

June 533 2, 127 

Sept. ~30 2SS 

Deo. '~ 662 

atnoe or the 8iorat&J'7 of the tri&8Ul'J. 
D1v1e1on of Raaaaroh a nd 8tat1at1oa. 

,. 
' Regraded Unclassified



1 J.? -,_ 
bp10J .. Dt or 8e1eoted .Ul'plane EOCine OOI'J)OftUon• 

1937- 19'4<> 

1937 I 19311 I 1939 I 1940 

All1aon Ens1n .. r1!!1 Oo. 

Jan. 2111 262 ~ 1 , 1111-
Feb, 1,261 
liar. 229 297 1106 1,610 
Apr. 1 ,9~ 
liar 

2311 
2, 7 6 

June 339 5511 3, 2511-

Sept. 2311 3112 611-2 

Deo, 266 11-39 901 

Continental Motor• Oo?.• 
(lirplane Engine bheion) 

Jan. 151 153 13~ 21111 
reb. '" liar. 153 152 1311 'til Apr. 3 II 
liar 

111-4 
3711 

J\lne 162 171 3118 

Sept. 135 146 203 

Deo. 152 1 .. 2 211-3 

1.7coll1nl!i Dh1•1on or J.T1at1on 11anuraotur1n1 0o!:2• 

Jan. !llf.9 729 519 2111 
Feb. 311 
kr. 1189 7<>4 521 1ii Apr. 
liaJ 765 
June 901 549 573 1119 

Sept. 756 514 644 

Deo. 762 506 6119 

/ 

Regraded Unclassified



11p107•nt ot •leote4 AUplaao &ac1H 0o111oratloao 
19J7-1,-o 

( oontlnue4) 

• • : 
1937 I 19311 

Pratt t 11b1 tnez A1roran 

Jan, 1,931 2,567 
reb. 

2,~9 liar. 2,119 
Apr. 
»&7 

2,3-June 2,555 
Sept. 2,•n 2,311. 
Deo, 2,6111 2,227 

Wrl&!!t Aeronaut1oal Corp. 

Jan, 2,~ 2,607 
reb, 
liar. 2,515 2, 705 
Apr, 
»&7 
June 2,1100 2,9)0 
Sept, 2,690 ),1~ 

Dec. 2,6011 3,)7. 

~tfioe of tbi lioNtiJOJ of tbi fiiUUI'J 0 
D1T1e1on ot Aeoearob and "-tlotloo. 

I I 
I 1939 I 19'1o 
I 

2,2~ i·642 
.~9 

2,659 7.~ 7, 1 
7,~ 3,066 II, 

3.)~ 

5,022 

),)911 i··ll ,0111 
),771 6,Ul 6, 

7,8112 
3,997 11,682 

.,026 

5,1.1 

!43 
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Total llldu•try I At rcnft and llnrlnNI 
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Sele c ted Alroratt Naaata otar lal Co a paa le• 

t ... , l.OV 
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12 

10 

8 

6 

I ~ 3 7 1938 -
0..< ... l. IIAITI O Co. 

.......... 
1..-

0 

8 

. I 

I ll 3 7 

, I 
I ~ 3 8 

1 9 3 !1 

L 
I 

1 
L 

v 
._l_._t_ 

1939 

CUitT I,, ..... U~MT co.,. 

1 9 4 0 
---•• L OYtll ..... ·-

1'--

'I 'I 
19 4 0 

14 

12 

10 

8 

6 

4 

2 

0 

a 

6 (UCUIDI ... Wl i GNT AUtOI&AUTieAL CORP'. ) --+--+----j 6 

2 

0 

10 

8 

6 

4 

I I 

I ~ 3 7 I 9 3 8 
' 

locCMU . .D AI ac~n CO.r. 

I 9 3 9 I 9 4 0 

I v 

2 

0 

10 

8 

6 

4 

'" 
U_.l_L 1 9_1_ e I 9 3 9 

I I .... 
Toe Doua.u Alac ... n Co. 

12 

10 

8 

6 

2 

0 

6 

2 

0 

8 

6 

4 

2 

I 
............ L J 

1- .... 

' / 

. I ._l_ ._o_ ._o_ ' I . I 

I 9 3 7 I 9 3 8 1939 

1M .. ~ AI""""" Co~. 
- (UCLUDUfl P'I.ATT AMD • t ra&;Y) 

I 
........ 

. I ._1 I .I . I 

I 9 3 7 1938 I 9 3 9 

I I 
8oCINI AI I CILU'T Co. 

/ 

"""" 
~ 

1- I-"""" 
._1 ._,_ ,L . I '1 .J. 

I -'- ~ J) 

/ 
noou 

I 

'I ._l_ 

19 4 0 

v 
_l ._o_ 

1940 

I_ 

IV 

.I 

1 

12 

10 

8 

6 

2 

0 

6 

4 

2 

0 

8 

6 

2 

0 

lL 0 
1937 1 938 1938 19 4 0 4 
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0 

8 

6 

4 

2 

0 
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• 

JT 

Secretary of State , 

iiaehington, 

261, J.ugust 5, 5 p , c , 

GRAY 

(PARIS) 
VICHY 

Da.ted J.uguat 5 , 1940 

Reo 1d 81a1 p, m, 

J'OR THE 'l'P.EASIIRY 7ROil IU.TTHEWS: 

11Y telegram No, a33, J.uguat a, 5 p,m, 

The following is the text of the German order 

governing the Bank of J'ranoc also published i n t he 

PARIS JOURNAL OJ'J'ICIEL of July as, Ae you will notE 

while brief i t is all-inclusive i n soope, 

1By v1ttuc of the pllftlll.l"Y powcra which have bun 

conferred upon me by tho: lul<hrcr a.nd 8uprem• Ohhf of 

t he Oeraan Army, I decree ae follows : 

8eot1on One, Paragraph Oncl The (German) Oocaieeioncr 

at the Bank of J'ranc.: JDUst be kept i nformed by the 

Bank of all ita aotivitica, lk may inform himsElf of all 

op<rat i ono of t he bank, The bank shall send the 

Commissioner at th.: end of each month a statemrnt of ita 

pooition ohowi ng total eight obligations of the asoet 

items ecrvins as oovcr, 

Paragre.ph 

• 

J 

Regraded Unclassified
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-3- #361, August 5, 5 p.m. from Viobf 

p~agrGph 'l'wOI lll 1111portant notivi ths and 

operat ions of the bank Eapcoially t he f i xing of intErest 

rBtEB by th• bank as WEll aa the extension of orEdita 

shall be aubjcot to thE authorization of the Commissioner. 

ThE Oommiseionrr may givE i n general terms authorization 

for ocrtoin groupe of operations; the authorizations 

ginn c.rc rnoknblc. 

(END OF SECTION ONE) 

Jrur.PH'l 

IIPL 

Regraded Unclassified
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JT 

Washington. 

361, August 5, 5 p.m. 

CIR.U 

(PARII) 
noHY 
ilatcd Augu. t 5, 1940 

Reo1d 8143 p. m. 

(8EOTIO.- T110) 

On~ . ror ta£ accomp11abmcnt of the C~maieaioo~'• 

taalt thE bank ebal.1 pl.aoe at hie diep.>a&l without obarge 

thc ncoceeary pcreonn£1 as wc11 a• offloca and inatal1.­

t1ons of thc bank. 

Two. The Bank of rranoc 1a obligated to rdmburec 

thc &dminiatcrcd expcnditurea of the Commisaioncr. 

8ECTIOlf THREE 

The present order comes into force on th~ of 

ita publicati on. 

roR THE COKiUIDER-II-OHIEr or THE ARlO', TilE CRIEr 

Or THE IULITARY .lllllilf181'RA TIOII II rRA!fCE. 1 

Dr. ltar1 &ohufer has bun n&~~cd Colllllllae1ona at thE 

Bank of rrancc aa well as Ohief of the Office of Bank 

Supervision cetabliahcd undar the order tranamitted with 

~ 333. Rciohabanlc Director Hcllmutbjoat haa been appointed 

1P£rmanornt altcrnatc• for the two poe1t1ona. (EID 8ECTIOI 

1'110). 

/ 

/ 
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( 

pAJUPJIRASI or II&O'riOB milD or fti.IQIIAB BO, 261 DlBD 
.a.uoos! o giHO. s P. .. • nox 1111 .&IIIRIUAII 

•SSI, TICIU (t.&BI I), I"'WWOI. 

'!'hie aorning I eav Caripel at Olel'llOilt rerr&DA, am 

he •••••d to be 1n a cn&etened ~odl at laet be 11 .. 1 to 

realize that Olrun oontrol ie tistl~Din& OTer the Banlt 

ot rrance, Oariguel told .. in oontidlnoe tllat the 

U1Uere branch of tbe Bank of rranoe hat been ll&ro.tled 

148 

07 the Oll'UDI a few 4&71 ego after 180 eol41erl lla4 

eurroundld the builcU.ng. !boQ81l til& ll&rOA vae oour~0111, 

1t Val thol'OQ81l &114 tbe Oll'UDI apl)&1'1DU7 ¥11'1 cllaappo1Dted 

Yhen no foreign 110111'1 t111 nre found. It 11 Oar1guel' 1 

belief that the order wbioh eetabli&Dee the off1oe of 

bank auperY1e1on 1e cU.reoted pr1a&r117 at 1n.atut1ona 

controlled b7 Jeve &114 that 1t v1ll be applied nth a 

light hand to other banltl. Hovlnr, Oar1guel adla1 tted 

that tllie vae onl7 h11 pereonal op1D1on &114 hae no real 

tactual b1118. 

EAUISG 
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pAJW'SR.UI or BI~IOB FOUR Or !'ELIGfWt KO. 261 DA'fi:D 
AUOUS'f 0, 0 P. H. , PBOK 'flU AliZRI<WI EMBA8~, 

Vl:OHY (PARIS), f'IWlCI. 

Oari guel aaid tnat hie dollar traneaotiona now had 

d1m1nietted to a daily aYerage ot leee tnan $100,000. 

Operat i on& are at111 being oarried on b7 toe Banlr. ot 

rranoe with Portllj!U and 8v1 tzar land, Franoe being in­

debted to theae oountriea; hovenr, Oar1guel' e bureau 

ia t ar trom aot1Ye these daye. Praot1oall7 toe whole 

pereonnel ot the Ottioe dee Obangee hae returned to 

Parle. Oar1guel, though not in any VAJ oo~~pla1n1ng 

and thougn not ra1aing any ot h11 preYioue ori t1oieaa 

ot the blook1ng ot French aooounte by the United States, 

di d aay that he hoped that action regarding lioen~e 

appl 1oat1one ot the Bank ot France 1111gbt be speeded up. 

KURPIIX 

EA:MSG 

• 

/ 
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oar1su•l etated that the del.a,ra aoaeu ... were tile 

oauae of aer1oua eabarraa ... Dt. J'or e:a:uple, WJWD Porn­

gun• or 8W1n ore4Uora, WDO dellYered aater1al to 

150 

rrano• pr1or to the aralaUoe, waited for pqMDt UlroiiF / 

4ollare at ... Yorlt, 1ale7 nM 1Dol1De4 to 'b~ a. 

4ela7• OD the reluotaDoe of the Baza of J'r&Doe to ~-

lloth1n8 wba~.,.er had 'ben aoo011pl.1&1led, he e&1d, 

with repr<i to tree4ca ot 110\'eMDt ot oap1tal 'bewen 

UDooo~1ed and oo~1ec1 terr1~or1 .. &lid 1D S7 op1a10D 

( the order aoon quoted aholl.l.Cl oer"'1DJ.T Dot S1Ye a. 

OoTerDor eDoourage.eDt to feel toat he O&D at1ll bOp8 

that h1e Gera&D •etere will gr&Dt 1 00DOei810De1
• 

8&417 he reurlted that I waa r!Pt aDA taaat tile 

Oel"UUIe are tr71D& to pt OODVOl onr the nole 

oOUAtr7 &Del tllere w1l1 enntul.~ 'be DO cU.tterenoe 'be­

ween oooup1n and 11110ooap1ed terr1\or7. 

order,I'"RD1Dg the Jlalllt ot J'r&DH, to the hea4 ott1oea 

ot OaG'&Dt7 'b'llat ~111 &114 llol"pll, Wbo ban reqlleeted 

lt. 
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A.LLI!CII DCJIJIIDIJG OCDUY 

o.unr1 .. of Airplane IJIC1n•• 

!51 

10t\iii : ieii•iii liii-.eri•• on 
: 4el1Yer1•• : eztet1ft1 order• -

~ 
January • • .•••..••• • • • • • • • • 10 
~1 1- 2).... .. .. ...... .. 10 
lla1 2,. - June 1 ... • • . . . . . • 5 
J~tne 2 - 8 • •••••• • • ••• • • • • Ji. 
June 9 - 15 •....•..•• ••••• 
June 16 - 22 • •••••••• •• •• • 
J~tne 23 - }0 ••••.••••••• •• 
Ju.nt 'lO - Jul7 6 • ••.•...•• 
JulT 7 - 1 } . • · • • · • • • • • • • • • 
JlllT lD - 20, • • • • • •• • • • • • • 
JulY 21 - 27 • . •••..•.••••• 
Jl111 28 - Augutt }, ...... . 

Auguet ,. - 31 ......... .. . . 
September • •• •••••••••••••• 
Ooto'ber ••• •••••• •••••••• •• 
November ••••.••••••••••• •• 
December •...•••••••••••••• 

Janua.ry •••••••••.••••.••• • 
February • •.•••••••••.•••• • 
Karch ••••• • • •••••••••••• • . 
Apr11 •••••••••••••.••••••• 

l!ar • ••••••••• •••••••••••• • 
Junt •• ••• • •••••••••••••••• 
J\Jl.J • •• 0 •••• •• 0 •••••• • •••• 

A.u.guat ... ...... ........... . 

Stpteabtr • •••••••••••• • •• • 
October • •••••••••••••••. •• 
lfoYtabt:r •••••••••• • ••• • ••• 
Deceaber •••••••••••••••••• 

~anuar'! •.•••••••••.••••••• 
ebrua.r7 •••.•••••••••••••• 

tlltioe of tbe lioretirr ot Ehi bweurr, 
Dh1e1on or Retearoh an4 11taU1t101. 

138 
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!A repl;r reter to 
Ill) MO,lll&/24930 

DEPARTMENT OF STATE 
WASHINGTON 

August 5. 1940 

!he S.Oret.arJ of Btah pr .. enh b.1e oo~~pllMDh 

to tbe Honorabl.e the Beoretarr of the !re&IIIUT aDd 

a4•1e .. that a telegru dated Auguet 1, 1940 hu 

been reoe1•ed b;r the Departaeot of State troa the 

Al\er1oao Eabaee;r at V1ob;r, rranoe, requ .. t1ng that 

111uaooe of 11oeoee be exped1ted to enable the 

.Aaer1oan !ruet Co~~pan;r of 8an rraoo1eoo to oable 

ltbel l'al'IMJlt1e, an Aaerloao o11:heo, the .ua of 

teoo tor her eube1eteaoe, !be te1egru 1e brou&bt 

to tbe attention of th• ~IIIUT Departaeot ae one 

ooa1J18 Y1tb1n that Departaent 1 e prortnoe. 

• 

152 

• 
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£lCI'()M8 OP PETRm PRODI10'l8, 801\AP :IRON ANI) 801\AP 8'fiiZl. 

Pl\O.Il THE UNITED 8 'l.I.TJ:8 'lO J~AM, RUSSIA, SPAIN, .t.ND GRJ:.t.'l BRITAIN, 

AB SHOIIH BY DJ:PAM'URE PE!Ila'l'B GRAM'l'J:D 

Ill -loll - IWIIUtl 

I 
I 

lfeelt ended .bgu t 3, 19110 

170,750 lble. 

I 
I 

-

: 
I 
I 

51,000 lble. -l'llel ...... ou ..... 1o6,fllo lble. - - "•000 lble • 

••e11 M 

.......... ou 
Ill Ia.._ ft.U 

n.es Jble. 

~.661 llbb. 

-
7~.6oo llbb. 

-

- -
- 8115 lble • 

- -

-
oru.. fit * ..... ..., at Uao 'h'oaniT, D1rte1oa ot loeearob. 8114 ftaUeUee. ...., 5, i;IIO. 
laaMI om. at .... be•t tip Ooauol, !reae112'7 Depal'Ueat. 
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OOVERllliDT or !Ill: 
CO)()(Oli\'EAL!H or AUSTRALIJ. 

Office ot the 
Auatralian GoYernaant Trade Co .. ieaioner 

in the United State• ot jaerioa 

154 

6:50 ruth Annue 
llev York. 

INFORMAL 

Xr. r. Lin1e1, 
Aeel etant !oono•1c AdYieer, 
State Depart•ent, 
Yeehington, D.C. 

Dear Sir: 

8th August, 1940. 

I han t o adYiee that on the :lOth of April, an 
order vaa ieaued by the Auetralian authorit1ea tor the 
eale of certain Aaerioan eeourit~a he d b7 Auatralian 
holder• under conditione et1pulat1ng that the prooeede 
ot euoh eale are to be made oYer to the Federal ReeerYe 
Bank tor the aocount ot the oo .. onvealth Bank ot Aua­
tral1a. 

A tev veeke ago a requeet Val reoaiYed fro• a 
New York brokerage houae tor intorsation ae to the 
correct prodedura to be followed in carrying out the 
Auetrnl1an regula tions and thie houee va1 euitablT 
adY1eed. In giY1ng the information I enquired ae to 
whether it Val felt that the brokerage houeee generally 
had not been tull7 intoreed b7 their Auetralian aeeoo­
iatee. The houee 1n queet1on 1nd1oated that thaT doubted 
Whether adequate 1ntoraat1on vae aYa1lable, and euggeeted 
that I ebould adY1&e the Secretary ot the lin York lltook 
Exoh&nge. A oo..un1oat1on vee addreued to the lev York 
Stock l:xobange giYing the intoreaUon and aellq wbether 
the7 would circulate it uoq the brokerage houee1 con­
cerned, or whether it vae preferred that thie ott1ce mould 
do eo. The repl7 troa the Stock l:xobange vaa a requeet tba1i 
th11 ottice ehould coemunicate with 68 brokerage houeee, tbe 
naaee ot vhioh were turniebld by the lltoo~ lxchaqe. 

• 
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a oo .. unioation waa therefore addreaeed to the 58 
brokerage houeea concerned, aa per oopr attached. ~ 
n~ber or ooamunicationa haTe been receiTed troa the 
brokerege houses concerned acknoWledging the cc•uni-
ostion and ottering eTerf co-operation, One house , 
boweTer, Meeare. tidder, Peabodr A Ooapanr, baa raised 
the question ae to whether certain ottioial procedure 
ehould not be complied with to put the aatter in proper 
order. This firm suggest• that whareae the maJoritJ ot 
the brokerage houaee aay complJ V1th the inatructione, 
the1e mar be aoae who will not do eo. Ther enTiaage a 
poaaibility ot leakage. Ther alae suggest the poaeibilit7 
ot legal action ensuing it the pr ocedure be not regular1aed, 
I enquired or Masers. ~idder, Peabod7 ae to whether theJ 
knew or such procedure haTing been f ollowed b7 the Brit1eh 
authorities in connection with their liquidation or securi­
ties, and theJ adTiaed that it waa doubted ae to whether 
this hae been done, although ther telt that we would be 
in e atronger position it a toraal procedure were followed. 

Ooneultation with the Britieh Treaaurr repreaenta­
t iTa in New York concerned with liquidation or aeouritiee, 
elicited the 1ntoraation that the Britiah authorities a re 
not ieeuing any 1natruotiona or following &nJ official 
procedure at this aide but are relJing enUralJ upon the 
compliance by their own nationala in their own oountrr 
with the regulations promulgated in the United ~ingdoa 
and upon the penalties tor non-oompllanoe imposed by the 
British regulations. 

I would be grateful to rou tor the !&Tour or &DJ 
intoraal adTioe or euggeation which JOU aar be able to 
otter, and particularlJ ae to whether any u.a. regula­
tiona baTe been proaulgated, aetting t orth the action 
Vhioh ahould be followed bJ us, or it not, aa to whether 
it would be prudent to take aoaa ort1oial action or follow 
aoae epeoiti o procedure 1n thie oountrr either t or legal or 
other protection. 

Youre Terr trulJ, 

L. R. XAOOIIJ:OOR 

55 

~uatrali&D GoTernaent Trade 0o .. 1BBioner. 

M:D 

(0 0 P Y:EII8) 
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OO'f'EIUIXDT or '1'111: 

CO)()(Oifllbl.!ll OJ' .WB'I'JW.U 

o rt1oe or tu 
Auetral1an GoYernaent !rade Oo .. 1ee1oner 

1n the United Stat .. or Aaer1oa 

Dear 81ret 

830 Fifth Ayenue 
NZll YORJ: 

23rd Ju1J. 1940. 

The follov1ng 1nfor.at1on reprdlng eale or United 
Btatee and Canadian eeour1t1ee held bJ Auetral1an net1oD&le 
1e be1ng tranea1tted t o JOU at the eugg11t1on or the •ew 
York 8toolt bob&nge, Y1zt -

1. Under Auetra11an GoYernaent reSUlaUone 1t 1a 
preeor1bed that a e and vben eeour1t1ee are eold, 
prooeede auet be pald 1n Un1te4 8tatee dollar• 
to the Federal ReeerYe Bank of Mew York tor 
ored1 t or the Co•onwealth Balik or Auetral1a •o. 
:5 Aooount. 'l'he pqaent to the ReeerYe Balik 1B to 
be aooompan1ed bJ a etatement eett1ng out the tu11 
naae ot the ovner, together v1 th part1oul.are ot the 
aeour1t1ee. 

• 

2. It 1a required that the Wew York broker torvard to 
the GoTernor, Co-onweal th Balik ot Aue tral1a, 8J4neJa. 
t h e brolter'e oontraot notee ebow1ng the terae and 
uount ot the prooeede ot the eale ot the eeour1t1ee, 
together with part1ou.lare ot the peJaent aade to 
the Federal ReeerYe Balllt 1ll Wev York u aboYe eet 
forth. 

Attached hereto 1e a pbotoetat ot the regulaUone. 

I reu1n, 

Your• Yery tru1J, 

L, ll. ICACOI\m<lft 
Auetral1an Gonrnaent !rade Co•1n1oaer 

II:D 

(C 0 P Y:EIUI) 
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!I . ~ .Jr: 

Oong. Bob 
Dough t on: 

H.M.Jr: 

D: 

R.M.Jr: 

D: 

H. M.Jr: 

D· 

H. M.Jr: 

D: 

H.li.Jr: 

!l: 

R.M.Jr: 

Hello. 

Auguat 5, 19~ 
10:55 •••• 

Hello, Mr. Secretary, Mr. Henry, how are 
you? 

I'm tine. Hov'a my triend Bob? 

Feeling t1rst claae, thank you, outside 
ot aoae little leg1elative trouble• that 
I'm not loa1ng muoh aleep over yet, but 
I'm a little apprebenaive. Hov ' re you 
getting along in general? 

Ob, t1ne. I've been away t or a week and 
t orgot there vae aucb a place ae Vaeblngton. 

It you're like me, 1t you're away tor a 
week you must be avtul t1red. Whenever I 
rest tor a week I'm aa tired ae I've ever 
been in my 11te. 

No. I'm up and coming. 

How' a that? 

I'm ready tor work. 

Well, that's tine. 

I got a menage that you called me. 

Vall , I called. Mr. Cooper'• Subcommittee 
baa bee.n working, you know, on that exceae 
profit tax proposition -- it vas referred to 
the Subcommittee and we've had Stem and 
Sullivan -- they've been down here several 
days -- looks like we'•• reached an 1mpaese, 
and Sullivan vent ott Friday afternoon to 
e1tber conter with you or the Preeident 
and he'e not returned yet and I want to know 
it you knew anything about the situation up 
to date. 

Yeah. I vae with the President yesterday 
tor a long time eo I know what be hae 1n 
h1e mind, and II• at your aerv1ce any time 
you want to get togetber. 
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D: 

H.M.Jr : 

D: 

H.M.Jr: 

D: 

H.ll. Jr: 

D: 

H.li.Jr: 

D: 

R.II.Jr: 

- 2 -

How'e th.st? 

I'a at JOur aerv1ce an1 t1ae 70u want to 
get together. 

Well, What I want to do -- Mr. Cooper and 
I bad a conference w1tb the Preeident I 
think, earl7 laet week and What I'd lite 
to do 1e to get out a deal aa aoon aa we 
oan. fbe Preeident baa urced upon ua not 
onlJ the 1aportanoe but the neceaait7. He 
aaid a lot ot theae contract• are being 
held Uf beoauee the proapeotive contractor• 
wouldn t aign unt11 th17 knew about what 
the taz l ava were going to be and aaorti­
zation and t he Vinaon-fraaael Act and a11 
that. fbe7 wanted the whole picture bef ore 
tbeJ'd eign up a lot ot thea. 

Yeah. 

And eo we caae back and I auggeeted he 
have - - I knew then that there wee quite 
a oonaiderable 41tterenoe ot opi nion between 
our etatt or Btam and hie atatt and Sullivan 
and hie e tart. 

Yeah. 

So I euggnted be have Pat to ooae down 
the next daJ and go over 1t w1 t b bia. So 
be called Pat -- aade a note ri&bt then to 
call Pat and Pat went down next daJ. Be 
cue back l ike a,aelt, sreatlJ pleaaed w1 th 
the Preeident '• attitude. fbe Preeident Juet 
aaid thia to Jere Cooper and a,aalt that he 
waen't tied to &nJ plan, that the ~•••UJ'J 
plan aa tar ae be had aeen looked teaeible 
to bia but the thing t or the Coui tt•• to do 
wae to take both plane and wbiobevar one 
th17 thoucht the better, or ~rt or each, 
and go alonr and get a bill. 

fbat'e ri(bt. 

!bat'• what be eald to Pat but SUllivan 
•• .. 14 to be perteotl7 UDJill41ng. 

Well, now, When can we all ret toretber, 
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1): 

H.K.Jr: 

1): 

H.M.Jr: 

1): 

R.M.Jr: 

D: 

- 3 -

beoauee t he Prea1dent want• t be b111 and 
Juat the wa7 JOU aa1d be wanta 1t qu1ok 
and be l ea•e• 1t up to 70u t ellowe Wbat'e 
1n 1t. 

Well , I .ehould think the qu1oker tbe 
better. 

All r1ght, When. 

Beoauae r1gbt now, 1n one aenee ot 1t JOU 
know, well , I 1 Ye got tbe general reapone1-
b1l1 t7 ae cha1~ eo tar ae th1e - - but 
the pr ocedure r ight now 1e 1n Cooper'• -
JOU know he'• Cha1r.an ot the 8ubco.atttee, 
but the7 went ott bare, 8ull1•an d1d and 
wanted ue to look 1nto 1t fur ther before 
he .. de an7 further etat .. ant, but a con­
terence wi th Senat or Harrhon and tn7bod7 
he a1ght want to br1nc and a7aelt and 
Mr. Cooper or an7bo47 we a1ght want and 
8ull1Yan and Staa or whoeYer we want 1nto 
1t, the quicker the better, I'd think. 

Well, I'• ent1rtl7 at 70ur d1epoaa1 and 
an7th1ng that I'•• got I'll la7 ae1de when 
70u and the gent l emen are raad7. 

Well, I thought th1a and I don't think 
I'a wrong about 1t. You know, I talked to 
JOU about that pha" ot 1t awtJ back 70nder, 
that th1a aaargeno7 tax leg1ala t1on, that 1t 
we could reaoh a eubatant1al agreeaent --
our Co•1 ttee -- the reepona1ble anbara ot 
1t -- • o•t reapona1ble and Senator Barr1aon 
and roureelt and the Pree1dent, eubetant1allJ, 
JOU know, 1 t would aaYe a l ong, drawn-out 
oontro•er•J and .uaacreeaent that would ha•a 
to be reconciled and ironed out 1n oonterenoe 
and ner,th1ng ot that k1nd. I took that 
poe1t1on about a new tax b1ll. low we'•• 
cot th11 •••rgan07 tax b111 -- 1t locke 11kl 
aore 1aportant we do that. 

Well, now l ook. 

I dOn't bel1tYe, Juat between JOU and ae, 
unleee there oan be a l ot ot new 1 .. 1 
JOU knOW, that JOU COuld tYtr get 8ull1Yan'a 
plan ae 11 tbroup. I don't bal1an troa 
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H.H.Jr: 

D: 

H.K.Jr: 

D: 

H.K.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr : 

D: 

H.M.Jr: 

D: 

- " -
what Harrhon eaid about the thine -
and I doubt -- 1t 1ll take a long tlae to 
gat tbl'ough onr here. I '• not takl.ng an7 
atand one va7 or the other. I'a keeplng en 
open alnd. Both eldee look Yer7 teatlble to 
look at lt Juet troa one angle. What do 7ou 
.. 1, 

Vall, Bob, I'd llke to talk vlth 7ou tellove 
and lt 70u and that Pat Rarrlaon and Cooper 
vlll tell •• when and where, I'• at 70111' 
dlepoMl. 

Vall, lt Cooper coaea alone, Pat ought to 
haYe aore than one -- we oueht to han the 
aaae nuaber on eeoh elde. 

Yeah. Well, what tlae ot da7 do 70u want 
to "do thle. 

Well, I'd ha•e to oonter vlth thea. I 
don't know where Pat le, whether he'a back 
troa pla71ng golt or where he 1e. Cooper'• 
here, the Subooaalttea'• 1n eeee1on nov. 

Well , I'•• onl7 got one appo1ntaent all daJ, 
I eee b7 the nevepapara at J o'olook. Hello1 

Yeah. 

And that'e the onl7 appo1ntaent I'n got 
that I can't eet ae1de. 

Suppoae I oonter wlth Pat and Jere and then 
oall 70u baok. 

!hat vlll be t1na. 

It we oan get t,ether thle attarnoon or 
thle eYenlng -- don't know Where 70u would 
be thle e•en1ng -- an7tlae. I'a read7 to 
work &nJt1ae. 

I'a a•ailable thle e•enlng. 

It the7're tled up here, the quloker the 
better. It we get together thle atter~oon 
1t al&ht be al.l rlgll t . 
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a.x.Jr : 

D: 

H.M.Jr: 

D: 

R.K.Jr : 

D: 

B.K.Jr: 

D: 

H.li.Jr : 

D: 

H.li .Jr: 

D: 

B.li.Jr: 

D: 

•lSl 
- 5-

I tell JOU what I IUCStlt. 

Yeah. 

It there'• not too .. nJ or JOU I oan take 
oar• ot tour or tiYe or eix, Ild be delighted 
to 11•• JOU all eupper at ., houee. 

Well, I wouldn't go to that. 

Oh, DO, I haYI a hollll, I'•• cot IIMantl. 
I'd l o•• t o haYe J OU all t or eupper. 

We'll, JOU •••· here' 1 the trouble about 
tbat -- what loolla to .. , thl 41tt1oultJ 
about tbat - - ft 1 d pel'tlape need 8~ and 
8ull1Yan there, wouldn ' t we , or would wet 

Well, we'd need 8ull1Yan there and I oould 

'

i•• JOU eupper and I'•• cot rooe tor aw.-. 
oan take care ot - - oh, eu or tight. 

Well, I rather thlnlt we rather lean that 
part ott and Juet •••t thie atternoon or 
atter eupper one, either one that euite JOU 
better. 

Well, ae I eaid, I'•• onlJ cot one appo1nt.ent 
at ) o'olook and •••rrthinc el te ie -- I'• at 
JOur 41epoeal. 

8uppoeiq we oould •••t at 4: )0 or at a, 
WhiobaYer would euit theee boJI better at 
J our ott1oe. 

'l'hat', all. right. lither one. 

Well, I'll "' what thiJ .. , about 1t and 
oal.l J01& 'baok. 

o. l. 

'l'hanJr. JOU. 
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• 

R.M.Jr: 

Bob 
Dougbton: 

R.N.Jr: 

D: 

R.N.Jr: 

D: 

H.M.Jr: 

D: 

!I.N.Jr: 

D: 

R. N.Jr : 

D: 

R.M. Jr : 

D: 

R.M.Jr : 

D: 

Rallo. 

llr. Seoretar;r. 

Rallo, Bob. 

Aucult 5. 1~ 
ll:lO a •• • 

Ieab. I'•• Juat talked w1tb Pat and 
w1 tb Jere both and tbe7 tb1nlt ~: )0 would 
be tbe beet bet. The;r ea7 tbe7 oouldn' t 
e1ther one be out tb1a afternoon or tb1a 
nen1nc tbe;r both hne an ancaceaent or 
aoaetb1nc. 

That '• all r1ght. 

162 

And Pat augg .. ted that - - I u lte4 h1a wbo he' d 
want t o talte - - and he • uca••ttd be 'd 11lte to 
talte nne and oaors•. 

F1ne. 

And ao I'll talte Jere and I'• so1ns to aalt 
John. That ' ll be two on a e1de bea1de Pat 
and 111•elt. 

John wbot 

lloCor.aolt. Be'• tbe nezt aan on tbat 
eo-utee, ;rou k.now, and I t b.ousht 1t •• 
beet t o keep 1t out ot t he preee • •••• 

Good. Well • • • •• 

••••• lf •• oan. 

.. . ... I won't •&J &111th1DI at th1a end. 

Well, we won't down bare, beoeuae eoae of the 
other ... bare would 1 .. ad11tel;r wonder wbT 
tbe;r weren't 1nY1ted, ;rou know, or eoaeth1ns. 
You know hoY Jaaloua peopl e are. 

Yeah. 8o tbe;r tell ••· 

Bow' a \hat? 
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a.M.Jr : 

D: 

R.M.Jr: 

D: 

R.M.Jr: 

!) : 

R.M.Jr: 

D: 

B.M.Jr : 

!): 

H.M.Jr: 

D: 

B.M.Jr: 

D: 

R.M.Jr: 

D: 

H.M.Jr: 

D: 

B.M.Jr : 

- 2-

lo...., •• u ... 

Yeall, roa'n hMN Ula,. 

I'n heer4 u. 
Well, I euppoee lull1Yan an4 lea.. •zP~•' 
•o ba Ulan. 

Yeall. 

Sba11 I D0,1tJ IC...' 

Yeall, all4 I'll 'Ill lulUYu. 

All r11b'· ~~ )0. 

~: )0, 8J' ott1ce. 

Ban J'OII SO' lA appo1ftWID' ,1111 llOJ'DiiiC 
111\h lautor O.er\OD aboa' 1111ftl aboa' -• 
MUll'' 

Yaall. 

11:)0' 

!ba''' r1pt. 

Well, lle alkl4 •• •o p 40ft •ure. 
obJeatloD to ., p1ftl' 

Cb, U 1 4 be a plMeul'e. 

Vall, U1aDJt roa. I \014 ~ 114 be c1a4 \0 
u4 UlaJ' nn•acl .. •o co 4ot111 Ulare. It' • 
DO' &Ill ot 8J' blla1na .. , "' I'll be 40ft 
•• ll: )0. !ba''' U1a \1M, 11D

1
' U' 

111)011 Ula \1M. 

All 1'11b•· UlaDJt ,... 

1oo4-ll7•· 
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I! .M.Jr : 

Operator : 

H.M.Jr: 

seoretar7 
St1meon: 

H.I!.Jr: 

S: 

H.M.Jr: 

8: 

H.M.Jr: 

S: 

B. I!.Jr : 

8: 

H. M.Jr : 

8: 

H.M.Jr: 

S: 

Hello. 

Seoretar7 St1aeon. 

Thank JOU. Hello. 

Hello, Belli')' . 

How are JOUf 

A~~&Uet 5, 194<1 
12: :50 p ••• 

Prett7 well . Ha•en' t had a week ' • Yacat1on 
though. 

Well, I haYe, and I'• tull ot Y1a and Y1gor. 

Well, I'• delighted. Wel l, I'•• been 
aocuaulat1ng Yigor, too, and I '• vel t1ng 
tor you on a aubJeot Wbioh we haYe been 
talking about betore and on which you have 
ehaken JOUr alleged looke at ae ••••• 

( Laughe). Yeah. 

• .• • • and which have been aak1ng ooneiderable 
progreee einoe you went awa7. I' ve had a 
talk thle aorn1ng w1th the Prel1dent and 
he told •• he had been t a.lk1ng with 70u about 
it thle aorn1ng. 

tt.at• e right. 

Wel l, what happened -- 7ou're tree tor •• 
to talk on the telephone? 

I'• alone -- nobody here. 

... G4 

Oh, no trouble abOut that. I'• not d1eturbing 
JOU, I hope. 

No, 7ou ne•er oan. 

What happened wae tb1e. lnudeen had a lot 
ot oonterenoee w1 th the unutaoturere ot 
a1rplan .. dv1ng lut week. Be d1d a lot ot 

• 

I 
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••17 u .. tul work, ••17 baN work e4 I 
think u4e ••17 p4 PI'Oift ... 

165 

R.M.Jr: Xu. 

8: 

H.M.Jr: 

8: 

B.M.Jr: 

G: 

An4 •• a r .. 111\ ot \bat the lntoru\ion 
oa.e tro. Ilia to •• tbro~ Palaer, ., llalaon 
un, to ~ etteot ~\ lnu4een tho~t tba\ 
there •• a obanoe now ot cetUnc the loc 
Jaa buatee nen 1t we oftlJ en aa tar •• 
ACI'"Hn\ bf the Coaa1 ""' -- the Wa7• and 
Xeua u4 ftnaftoe ot the IIenau -- w.,. and 
Xeua or ~ Bouae -- on the t ora or a pi'O­
•1a1on tor tbe aaorthaUon law. And ao on 
J'r1U, ~ h'eU4ent broucM tba wbole 
q~~eaUon up 1n ~ ... unc, 111aallr, on Ilia 
own 1D1t1at1••· ~14en\lJ he'd beaN eoaethinc 
about 1 t . A al80ran4ua bad b"n broll8bt •• 
llblob I •• told bad b"n oleare4 or iia4 b"n -
JOIII' people bad b .. n parUo1paUnc with 
llnulan' • people ln the cSntunc or 1 '· 

I don 1 t think I '• taalllar wi tb tbU aell0-
ran4•. 

Well, I 4on't think JOU 1 4 e•er be taall1ar 
with u. It'• ~ 4aan4u\ anoran4ua tor a 
la,.an llke .,aelr to un4eratan4 tbat I .. ,r 
read, but I auppo.a tbat •• aerelJ the 
noraal k1n4 ot lepl paper• tbat 7011 bad to 
deal with. 

x ... 
Well, all that b7 the a14e. I told tba 
Pr"14eft\ thu wben tbat -e up that lnlldaen 
bad beeft taalnc to .. and I tboueht tbat 1t 
aoaethinc llke \bat ooul4 be done ... n 1t U 
-· ..... 17 All expraaalOft or \he acr•-nt ot 
the two Coaaltt••• report1nc auob • paper to 
the noor• or their reapeotln bouaea an4 
not to be erteotl•• untll tba Wbole taxation 
aol1•• •• onr, w, u would unlook the Jaa 
prot.bl.J. Well, be took u up with peat 
1nter .. t. Be alread)' ba4 ata\14 111 .. e1t a 
naeatlOD lUI \hat wblob, I th1Dit, bad 
- rr. aou other 1Dtoi'MIIt of the .... 
MUen tllat I ba4 bearcl fro. la llblob he 
ba4 ngeatlll a prauble of the 'bUl be1DC 
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R. M.Jr: 

8: 

B.II.Jr : 

S: 

H.M.Jr : 

S: 

R.H.Jr : 

S: 

R. M. Jr : 

S: 

R. M. Jr : 

8: 

H. M. Jr : 

S: 

B. M.Jr : 

- '-
pa .. o4. I colcl h1a, ot oovao, tbat a 
proaablo woul4n 1 t 4o booa · •• u .. 1114n 1 t 
NJ ~~~~· Ro proaablo nor 4ooa. 

Ro. 

But 1n orclor to bo ottootl'ro tbat th1a paper 
oo tar aa U wont aboul4 bo oloar onouell to 
&1•• tho aanutaoturoro a oloar 14oa ot Wbat 
tho aaort1zat1on proY1a1on wo\114 bo an4 tbat 
that woul4 ban t o bo at loan appron4 bJ 
tho c-itt.... Well, b o at onoo aooepto4 
that. Well, Wlth that bo aa14 bo 1 4 - - 10 
llll llnn tho aan wbo wu thoro repro .. nuaa 
70\lt 

t ... 

Well, be than ratorro4 U t o 1\llllnn an4 
ao to tbraab out . 

! o l\lll1•an an4 Wbot 

!o lul l1•an a n4 a o. 

Ob, an4 7ou. 

t ... 

I 414n 1 t know that. 

Mt buablo aolt. Wel l, 1t 1 e ot no aattor 
booau" I lla•en 1 t clone an.7th111C w1 tb l\llll'ran 
d n oo an4 .... . 

lfbon no \batt 

!bat we late f'l'14a7 auornoon otter a ••1'1· 
4"poratol7 l ons Cab1not aoouaa, Whiob 
llan4lo4 a ll'•at 11&11)' o ther ~ 1aportant 
tblaa• 11111oh ooaotlao I 111 lill 70u about 
an4 11111oh I th1nlt 70u 1 ll be 4ollpCo4 at. 

Ooo4. 

RolaC1DC co on\11'017 41ttoronc aattora -­
rolatlftl to Olll' a14 to tho Alll ... 

Ob, 1"· 

! E:S 
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a: 

R.JC.Jr: 

8: 

B.JC.Jr: 

8: 

R.JC.Jr: 

8: 

R.M.Jr: 

S: 

R. M. Jr: 

S: 
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---
Well, \bla 110n1na I waa Caa1na nar Uaa 
talepboDe to Uae Prea148D' about thla oUaar 
MUar -- Ule a14 to the Alll .. -- an4 dUr 
I cot Uaroup Uaat I broqh\ up \bla MUer 
aca1n and A14 I beard rou ware -1na hera 
aDd I waa Pl'8pal'e4 'o Uke \ble up W1 Ul JOU 
now an4 puah 1 t abea4 1t I wae oonen abou' 
-r un4arue41na ot wbat hle wllbee wve. 

Y ... 

And UiaD I RDt 0911' 1 t W1 Ul h1a &IA1D aDd 
be Al4 \bat be ba4 ba4 a \elk W1 \h JOU 
\ble IIOI'D1JIC. 

Y .. UI'4aJ. 

Oh, reawl'dar. Vae Uaat 1U 

I wae W1 Ul hla tor an holll' and a qual' til' 
, .. ul'4aJ. 

An4 be told ae 1D eubnanoe wbat he told rou 
to Uae etten " I un4ernoo4 hla tbat hle 
purpo .. would be tultllll4 1t enn an 1aperten 
bUl wae palled and he ooul4 e1p 1 t AJ1DC 
that U wae 1apel'teot but would be -- ooul4 
be a4eqaa,alr treated after the t1ret ot 
Januarr -- e011a\blnc like Uaat. Well, I 
UleD re-14enUtle4 -r111t 1D NCar4 to \ble 
ple n talked about Fr14a7 W1 til h1a an4 
bad a ~tlzwanoe troa h1a 1D nob aore 
olear ton.. tban we bad Frl4AJ e4 be A14 
be would appi'On 1t ln the tora \bat I ba4 
•ua .. te4; Uaa' 11 a •••• 4eta1h4 toll'll, 
and he ~QCK••'e4 a Jo1Dt Beeolu,1on. 

Well, now, here'e Uae e1,uatlon. Bello' 

Yee. 

1>14 I 1ntii'I'Upt JOU' 

Ko, ezoep' that \bat we lett 1t tbat war. 
that I wae to aee rou an4 tbat wltb b1e 
bleea1nc 'o co ahead and \1'7 to cet • 
etateaent e1thar 1D the tora ot a Join' - ­
ot a aere ooaal'tee ••'• on a part ot a bill 
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H.M.Jr: 

S: 

H.M. Jr: 

S: 

H.K.Jr: 

S: 

H.M.Jr : 

S: 

H . ~.Jr: 

S: 
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which waan't tinilhld or a1 a 11parate 
Joint Re1olution oontainlng the aaorti&ation 
proTiliOnl, whloheTer wa7 would be ettectiTe. 
Hla own euggeetion wa1 the Jolnt Re1olution, 
and he telt h1a1elt adequatelJ protected b7 
haTing eome aaeuranoe that a bill either wa1 
in oonte•plation or being partoraed or an 
i•parteot bill aotuallJ pae11d. I told hi• 
how i~rtant the ti•e wa1 and he 1aid that 
he agreed with ••· 

Vall, now, hera'• the lltaation. I had tble 
tall w1 tb h1• JllterdaJ 10 I underetand wba t 
he haa in aind and it oheok1 with what Jou'•• 
juet told •e. Mow I'•• teen Harri1on and 
Coughton once toda7 alrea4J. 

lou'•• eeen Harrlaon. 

And Do\J8hton. 

lee, and Doll8hton. 

And theJ're oo•ing baok at 4 o'oloot, theJ're 
each bring1n.g two or three Congreuaen, 
there'll be, oh, about 1ix Congree1aen and 
Senatore at 4 o'clock thil afternoon. Hello? 

lee, I'• on. 

And I'd be delighted it JOU 1 d care to eit ln. 

Well, I won't be delighted but I will. I tbink 
1t it's dutJ - - ( leughl) - -

Now what I wa1 going to do, at } : JO I ltll 
going to haTe 9ulliTan outline to •• the 
41tteranoel ot what theJ cell -- ot what 
theJ want up there and what the bill waa the 
wa7 tbe Prelident oricinall7 approTed it 10 
that I'll be up to the •inute on it. 

lea. Well, haTe JOU -- I haTe Juat reoelved 
a new 4ratt ot the paper that I apoke to JOU 
about on aaorti&ation which -- the original 
waa si•en •• FrldaJ and now I'• told thil 
new one hae been cleared b7 8ulliTan or bJ 
JOur people. 

• 

I 
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H.II.Jr: 

S: 

B.II.Jr : 

S: 

H.M. Jr: 

8: 

H.II.Jrr 

8: 

R.M.Jr : 

S: 

H.K.Jr: 

S: 

R.M.Jr : 

8: 
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Wbo eont 1t to 7out 

Pal.llor 'broUiht U to ae ti'OII ~ -- tdlat I 
oa11 tho lnudeen poup -- I think U wae 
811f•re or ldon -- tho7'•• 'both 'been at wort 
on t. 

Wo~j &J1111al, at ' : )0 I wu 101111 \0 lpoDd 
a t an bour 101111 OYer ~ thl111 'botoro 
the•• people oaao. Ballot 

Yo e. 

.&ad then at - o'olook tho7 wro F-1111 \o 
-· and 1t 7011 oould -· at 'I aDd IU 
1n w1 th •• on rq 11do ot the ta'b • , I 14 'be 
dollehtod. 

Wbo ol .. would 'be thorot 

Jun Trea•UI'7 people. 

Juet TreaeU1'7 people. 

.. 7'b0 I'd 'bettor 1DY1tl Mr. IDildiOD t o 
ooae too. 

I w1eb 70u would. I think U would b.olp. 
I 1 d like \0 'br1ft1 up Pal.llor, 'llbo' • 'boon rq •1•• and oare on 1t, too , 

Oood. Fino. I'll oall up b114een r1pt 
awa,. 

All ript. 

ADd then I ' 11 ozpoo t 70u at ' : )0. 

I • 11 'be thoro, 1••· You U7 'be ro1pon1lbll 
tor rq death but I -- (lalllh•l .. • .. 

Wba\t 

Yoa .rq 'be r01pon11'ble tor rq death, but 
\bat 11 ot _,.,.u.,. a1nor 111portanoo. 
fbat'l all r1pt. I'll WI a r11t att•r 

• 

lS! 

Regraded Unclassified
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S: 

B.II.Jr: 

S: 
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lU& I 1Ye beeD OD a preUJ beaYJ p 
tor I'n ben tale lne14eU11 1111- trUil 
people .. , •• tar •• Ool.oNdo till• -1DC 
u4 ftl'loaa o.Ura "' I'll,., .aa ... 1114 
I'll P' tblre a' ~1 )0 u4 I'll 'Ill Yei'J 
pawful. 'o '" tor a. olluoe ,. 40 u. 
fballk JOII. !ballk JOII for oall1JIC. 

All rlP'· 
Cloo4-bJ•· 
Goo4- bJe. 

• 

l7o 
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H.M.Jr: 

Operator: 

H.M.Jr: 

va. a. 
I nudun: 

H.M.Jr: 

1: 

R.M.Jr: 

r : 

H.M.Jr: 

I : 

R.M.Jr: 

1 : 

B.M.Jr: 

r: 

H.M.Jr: 

I : 

Ballo, 

llr. lnudaen. 

Ballo. 

x ... 
BalU'7 talUnc. 

Aqul\ 5. 1 C)llo 
12: 411 p. a, 

Bow are 7out I 414n' t thlnk 7011 vera 
coalnc back tor another weak. 

Wall, I thought 1t wa1 1ate to coaa back 
now. 

(Laucha) . Wall, I'a acrr7 to report tbat 
our -- ArthuNil.a thlnc blew up. 

8o I heard. It waa an o•arall tactor,, tha7 
tell ae. 

leah. 

Wall, a&Jba 7011 can t1n4 1oaethinc alae. 

Wall, I thought oYarelll 11 a thine that 11 
alW7• ueed wbathar there 11 an ••rcen111 or 
not, but wbeD the tallow wa oontronte4 vUb 
a oloee4 abop contreot, tbat aort ot blew 
up bare. 

Well, 1t wae 4aaD n1ce ot 7011 to •••n thlck ..... 
lfbat 40 JOU thlnkt Do JOU think Wa 0111 110 
a branch ot the Ph1la4elph1a ar .. nal 1n thiat 

lure U'4 be won4ertlll. 

'l'be7 pt aoae MohlDI1'7, but 4o 7011 auppoae 
tbat OUI'tlll lfr1pt will 40 Ut 

~ 71 • • 

• 
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JI,II.Jr : 

K: 

JI. II.Jr : 

r : 

II.M.Jrl 

1 : 

H.M.Jr: 

r: 

R.X.Jr: 

- 2 -

I ton't thlllk 110. Attar all U'• a 
OoY1rnaaat proJ•ot. I don't \blat 10. 

Vall, )'011 a1e, OYINl.la h a thlDC wt11r1 7011 
don 1 t baYe to ban 1111Gb lklll an4 til• 
uobln .. both tor 011tUn1 and tor 1nlJI4l 
are an1labla and lt'll hll• abo11t, well 
I thlak ba told ••• DlDI\7 peopl• ot Wb!Ob 
llZtJ-tlYe wollld be woaen and twlntr-tl•• 
.. a. 

2'ba t wollld baY I bean ldeal. 

llall. low on top ot tbU, 1t' • qlll ta 
oo•mlJ kAovn tbat Dllpont u• IOlDC to Jlllt 
an an14 plant ln llorpntown, wblob h olll7 
dat- au.. troa there 110, ot oov .. , I 
won't 111e JOill' taoluu .. bllt it'll take 
oar• ot eo .. ot the balp. 

V•U, let' • taU about U wbiD I 1ee 7011. 

All rlpt. 

And what I 'a oalllDC 7ou up abollt h tb11. 
I Juat cot throuab \alltlDC to IIOI'etal')' 
ltla•on about till• taz blll. low at ) : )0 
87 own people ue ooalac ln t o 1aplaln to ae 
the 41tterenoe between tAl •ulou• blll• an4 
at ~:00 o'oloolt llal'l'laon an4 Doupton and 
•ne ot the. other tellow• are ooalftl 1D and 
IUaeon •e•• Yel')' auob l ntarene4 ana I 
pthar tbat what \be Prea14ent w.nu -- I 
•• With b1a tor an bOv an4 a q,...ter 
, .. urda)' - h t o burl')' tAU tblftl up eo 
tbat JOU oan 1lp •oae oontreou. 

tu. U.a..P•>· 

low 1t "'" 1o1ac to to tbll, I want to do 
U -- W're 401ftl U, al I UD4el'ltand U, to 
IMlp J011 n\ an4 balp 011\ .....,...., 
110 I want to 4o U 10 U 11 l'lp\. he' 
low ., i11111Ut10D 11 tba\ JOU OOU OYer a\ 
)I ]0 Wba ., fi'MRJ'f peopll an4 Ill'. 1\l .. OD 
lllU be hire aa4 IU ri\b M aa4 tMn a\ 
~ o' alook llari'Uon an4 Jlolilll\011 aaA Ooopar 
are oounc ana \ben 7011 JU\ &\Ill oa. 

172 
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1 : 

H.M.Jr: 

K: 

H.M.Jr : 

k: 

H.!CJr: 

1: 

H. K. Jr : 

1: 

H. M. Jr : 

k : 

H.M.Jr : 

- J -

All r1gbt, t1ne. 

Becauee there'• no uee t r 7inc to do th1a 
thing and then haYe Stiaeon and 70u ear 
attervarda, well , thie 11 Yerr ni ce, but 
it'e no uee. 

7J 

Yee. Well, ot oouree , you underetand that 
what we're up againet here ie people earing, well, 
now, rou ahow ae a piece ot paper with the l aw 
on it and I'll CO· See? And that, ot oourae, 
can 't be done eo I thouaht that it a eoheae 
eoaeth1ng like wbat 'a propoeed now bJ 
Seoreta.17 8t1aeon and, 1t it had the Pree1dent' 1 
approYal, it t he t wo oo .. 1tteee could paea a 
Reeolut1on ea7ing that tb11 waa 0 . I . then 
it'll beooae etteotiYe wben the exoeae prot 1ta 
tax 1e worked out, won't it? 

Well , I don't know Juat what he hal in a1nd 
but we' ll haYe a halt an hour to talk 1t 
oYer. 

Well, an7way, I'll be at your place at J:JO. 
And then the Senatore and Congreaaaen are 
ooa1nf 1n at 4:00. And then, at leaat 
there e no use doing the Job unleea we do it 
right. 

That ' • r ight, eir . 

What? 

• 

That'• right, e1r . 

0 . I. 

Thank JOU, 

Thank JOU, 

/ 
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II,M.Jr: 

14 roler: 

JI,II.Jr: 

r : 

R.M.Jr: 

r : 

H,II,Jr: 

r : 

R.II.Jr : 

r : 

I!. II.Jr: 

r : 

R.M.Jr: 

14. 

Aac!a•t 5. 19110 
12: 1a9 p. a. 

tee, I'a on, llJ'. heretu'J. 

Well, now, look. IUaeon Jaet oalle4 •• 
ap. It •••• at C.'blnn Ule Pree14en' to14 
llla to P' 'OC•Uler w1 Ul lal11 ftll aD4 wl'k 
tllle \bin, 0'11,. Well, '''• the tlrat I'•• 
'beaM ot '• an4 'be •14 be 414n 1

\ 4o u. 
Jow 'be 1 • pt e011e plan -- be tell• abollt a 
-ND411a an4 I oan 1 t aake out llhelbar \be 
-ND&u- oaae troa t'be tr•evr or tre~~~ 
\be Co'IIDOU ot llaUonal Deten••· 
I •••· I• tbla Ule Prea14ent \bat bae Ule 
plan' 

Jlo, IUaeon. 

Oh, IUaaon. 

All4 IUuon baa a aan 'bJ \be naa• ot Palaer 
IIIlO ba •1• h Uahon 'between ll1a an4 
ln'll4aen. 

teah. 

Well, I &on' ~ know wba t the plan 1a. Bello' 

tea, I'• on. 

Ill' IUUon eor' ot 4Hlare4 lllaeelf 1n 
eo I 1DYUe4 ll1a beN at ) : )0. !ben I 414 
••• taet Ul1nlllJII an4 I lbO!Ot till• llhole 
••• 1e • eaU•tJ IUaeon anil lma4MD, eo 
llhl DO' ban llna4een beN too. 

teah. 

!bere'e DO 'II .. 101111 'hi'O'II&b We till .. 
an4 ..,, look IIIIa' a 'br1pl 'bOJ I aa aD4 a .. llan IUaeon aD4 lnU.en ..,, w!l, 
u•• DO~· 
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r: 
H. JC .Jr : 

r : 
H. N.Jr: 

r : 

!I. IC. Jr: 

r : 

H.H.Jr: 

F: 

H.N. Jr: 

r : 
B.H.Jr : 

r : 

B.H.Jr : 

r: 

R.M.Jr: 

- 2-

teab. 

lo I 1w.1te4 rauteen &lao. 

Good. 

lo theJ'll both be bore a\ ) : )()ant tba 
.., I feel h, all r1pt, ft 1re 101111 to 4o 
U -- "'re 401111 tbla th1111 ao thet thaJ 
oaa tuDeUoa ant Ua no uae our a&J1JIC, ftll, 
tbla U lo1'017 All4 thea baYe U.. -• baok 
1ft the Pftll t-I'I'OW and a&J 1 t 1 I DO pod. 

Good. 

And I th1llk with all due I 1 .. at7 tbat I 

-· daM _,-t. 
teab. I thlllk 1 t ' • 1004 ball. tbla 11 
before the other peopla 11t bore, 11 1 U 

teab, ) :)(). 

Do rou want ua to ti'J to t1n4 out wbat tbat 
plan 1a? 

taab, Wbo 11 Palaer -- aoae tallow wbo 1a 
belp1n, Bt1aaoa. 

All r1pt. 

Be Juat pt a new •-1'0114118 -- a fellow 
bJ the ... ot P&l8er. 

Do ~ -.nt •• to pt 1a touOb with b18' 

teab. 11 ... Ollt 'llbo be 11 an4 pt b18 80. tbat 
ft ean leek at U betoi'Oben4. 

o. r. I'• lllDoMJII. with tba laUonal Deteaae 
CII'OWil thll aeon. ftOJ'Ye Clllle4 wp an4 are 
tei'I'1'111J aad.Oill to talk -ruaat1on wi til •· 

We111 I don't lulcnr, wt the7 _, •-thliiC 
u4 , Jla4 to 4o - awtlll tan th1Dk1DC en4 
1t WI 11 tbe thlDC ant ltluft -U to pt 
la • l t _... thea we 414 the th111C an4 I kep' 

l7S 
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r : 

B.M. Jr: 

r: 
Jobn 
lllll1Y&n: 

-' -
llla •' &N

1
1 lnaUa Mil u ••'' w lllo .. ,lofao,loa. Alwr all be &D4 Ia...._ 

•n' 'o ,., oonuaou llplll. o. 1. Wo'r• 
plftl '0 40 u .u .., 'UJ _, u. 

Wollt I tbiak roa'ro aboolu,o1J rl.-,, 
1111'. More._.,. You'n P' 'o "' l'lllooa 
ln. 

Well, lnu4oon Ifill be biro '"• ... , for 
M&'l'ltl lUll tln4 OU' ..._,,, boon plas OB 
bowen ~ wo of .ua. I ' ll 1••• u w 
\he wo of rou. 

O. I. 

0. I. 

l76 
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177 .. .,...., . ....,., 
•u••-.•.c. 

Ptraonal and Storatl. 

-
Dear Ill'. Seorab.l'T, 

I eaoloaa hnda tor 70ill' 

peraoaal and aeoratl 1afor.at1oa a 

COPJ' of the leteat l'lpol't l'ICelY..S 

fro• Londoa oa the .tllt&rJ' altuatloa. 

Bell ....... 

DaaJ' Mr. Sacrahl'J', 

Vll'J' alncaral 7 J'OUra, 

The Honourable 

B•Dl'J' X0 rgaatbau, lr., 

United Stataa Tr•••Ul'J', 
Waahlagtoa, D.C. 
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llmiMIMII.UIY, 

WAIMIIOTOI, D.C. 

August 6th, 1940 

personal and 
secret. 

Dear Mr. Secretary, 

I encloee here in tor your 

peraonal and aecret intormation a copy 

or the lateat report recaived trom 

London on the military situation. 

Believe me , 

The Honourable 

Henry Morgenthau, Jr,, 

Uni ted Statea Tr eaaury, 

Waahington , D. c. 

Dear Mr. Secretary, 

Very sincerely yours, 

182 
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Bcorctarr of ltate, 

Wilbl.ng\011. 

73, Auguat a, 3 P·• 

CIMf 

at~MAL& 

llate4 Aupl\ a, 1940 

Rco14 saeo ,. .. 

186 

fbc &oUDC J'o:n:scn 111n11tn tOdaJ oalld • 1a IIIII 

intomcd • \hat tbc <JaatnalU eanborlUCI nrc 4~ 

quieted by tlw qunUon of ocrlain dclltl ._4 ln tbll o-.. 

1:1')' to Dlnab DaUoaall wblob the Dlatob OOn-D't wu 

trying to tab onr. 'l'bc J'orctp Oft1oc 11M rcodn4 

a note trOll tlw Cknu lllDletcr •.,:n:NiDC tlw bo,. 

that CIIIUE-.la wlll not prmU thllo flw lllntn-r 

1&14 that tble qu111UOD w01114 app.ar to fall .­

OU&tcll&la'• jurle41otloo u4 that to PG14 .-.qanat 

qiiiiUOD tbc OllatcMlul QOn-nt WU OODil_.rlDC tbc 

iiiU&IlOC Of a dco:n:• ftaUllll nab oblii&UODio !be 

lliniltcr Ulc:n:to:n: ua4 for full c!Halll niUilllll tbc 

wortlDC ot tbc or.-r• t:n:niDC tbc ue•t• ot DUIIIUcl 

o.trlc. 1ll tbc Ullltccl fta\Cio l lh01114 oo_qanrl, 
~Feolafi full 4ctalll :n:prclllll tbll 'IIJ aU Mil 

dloal4 *" 'be no olljcCitloa tbcnto. 
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Secretary ot Statr, 

Washington. 

~~9, August 6, 9 p. m. 

ORAY 

IIADRID 

167 

Dated August 6, 1940 

Rco'd Bt05 p . m. 

A otatcmcnt issued today by tht Minister of Finance 

on tht war and poet-war f inancial aituation and publ1shtd 

in tull in the local press oonta1no t.ht following h1gh­

l1ghta . 

One . The rtctipte of tht Oovtrnmtnt during thE 

war totalled 3, 684, 000, 000 pesetas and thE expenditures 

amounted to 11, 944, 000, 000 ptartaa . Th£ dEficit waa 

defaults by advances from the Bank of Spain amountEd to 

7,600,000, 000 pEsEtas and balanou to tht credit of 

that 1na t1 tut1on in provincial rtvtnuc offices in the 

nationalist t Erritory. 

Two. ThE forEign bicbttdncaa at the prucnt timE 

la estimatEd at 11 250, 000, 000 gold prsctao comparablE 

to thQt existing at thr termination of the Cuban war . 

On May B, 1940 an arrangcmcnt waa concluded with Italy 

consolidating the war drbt in thr aum ot 5,000,000,000 

11rc w1 thout including a gold olauac, 'l'hia 1a to be 

amortized ovEr a period ot tw~t,tlvr ycara btglnnlng 

Dcoclllbcr ~1 . 1941! .w1 th an in1 tlal paJIDtnt of ao,ooo,ooo 
lira 

I 
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-2· #4~9, August 6, 9 p. m., from Madrid . 

lira which progrteslvrly 1nortaete to a tlnal annual 
llrr, 

installmEnt ot ~,000 , 000/ Tht interest rates scalE up-

warda from 1 1/4% to 4%. Tht indcbttdnres to Orrmany 

was mostly paid ott by mtrohandier Exports but th£ balanor 

and method or its paymrnt will be dettr.intd by latrr 

negot1at1ons , Otbtr <xtrrnal credits ~toured during tht 

war a part or which havt alrra«Sy bttn repaid and the 

cxht1na old perpEtual rxtrrnal loans and gold t rrae1U'J 

bonde 1n poeetas1on or tore1gntrs art inclUdEd 1n th£ 

definition !igurt abovr mrnt1onrd, 

Thrtt , On July 8th tbtrt waa in circulation paprr 

ourrrnoy oona1a ti~ or billa or denominations from 25 

pesetas to 1000 prartas having a faor valuE of 9, 278, 000,000 

prartu and thh flgurr haa brtn fairly constant during 

thr last six months (this figurE don not lncludt bills 

ot ont and t1vt ptsttaa), nure waa no mention of prt-

ltnt mttall1c rrsrrvrs, A program tor mlnting div1s1onary 

oolna or rive, two and oat prartaa or nidd& has bE<n 

planned but not 7ft IIBdt tt't'totive and tractional eo1na 

or aluminum will soon bt 1aaurd. 

Four , Dur1na tht ninr poet-war months of 19~9 

rrotipta totaltd 2, 4ia, ooo. ooo peaetaa and rxptnd1turra 

5, 118,000, 000 pcactaa, An advance waa received !rom the 

Bank or Spain in Sept~cr 1~9 totallns 2. 500,000,000 

PUetaa he. which dE!1clta baYI brcn llrt, IacOOK durlns 

the 
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-3- #439, Auguet ~ · 9 p. m. , from Madrid. 

the first six months of 1940 arr provisionally estimated 

at 2, 981, 000, 000 pesetas but thtat inaludt certain ex­

t r aordinary and transitory inaomc . The proceeds of tht 

Gcvtrnm£nt loans of October l , 1939 and July 8 , 1940 

total ling 4 , 750, 000, 000 ptattaa arc still at thE dis ­

pos i t ion of thE treasury in ita account in the Bank or 

Spu n . 

five . Tht restoration of ~lio credit was attested 

by the suaacss of thE public subaaription to loan• and 

by tht fact that thE present print for the 1882 4% per­

petual interior debt now quoted at 89 has nEvtr before 

bun tXOCEdtd. 

Six . Tht reorganization thus fnr accomplishEd in 

public finances, in the money ~rkrt and in private 

c r edi t structure muat bE followEd by a taxation reform 

which gil l be announced at a later date . 

A full translation of this atatcmcnt is bdng 

forwarded by dcspntch. 

WEDDELL 

EIAB 

Regraded Unclassified



1f;r clear Mr. S.oret&J7: 

I aa lne~loalng hernlth a oop7 of a etrle~tl7 

oonficlential aaaorandua giTen tG .. on the lngliah 

deetro7er eituation. I would be clelightea if 70u 

would aend .. the l ateat ... orandua which 70u 

ment ioned to .. on Kond11 on the .... aubj ect. 

Honorable Prank lnoz, 
S.oretai'J of the laYJ, 
laahington, D.c. 

Jour• ainoerelJ, 

t b~~Md l a. Mora bttt•,Jo . 
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R.M,Jr : 

"•· a. rnu4een: 

B. II.Jr: 

r: 

B.II.Jr: 

r: 

H.M.Jr: 

1: : 

B.M. Jr: 

1: 

B.M. Jr: 

It : 

B.M.Jr: 

1: 

B.M.Jr: 

1: : 

IIllO. 

th11 11 lnu41en. 

!Mho IIDl'J ~ltlnc. 

Aupn 6, 1~ 
ll107 • ••• 

About thlll two tblD&I J OU epolr.l t o •• 
abolat \hll •ol'llinc, \he onlJ th1D& laolr.1DC 
OD \be Wri~t oontraot 11 \he t1ZI4 pr10I 
on \be .otor. 

11 \be pr1oe on \he •otor l . 

Yeah, \be t1n4 pr1oe. We ban prapare4 
a oontract o9er her• s19111C ~ Ill \he 
.OtOrl \hiJ ba4 .oniJ tor wi \h an opUOD 
t or \he • otorl tbat \he nn b1ll will 
pro9141 an4 thl OnlJ th1D& WI 11'1 wa1 UJI& 
fer 11 to f1z pr1oe. 

fben will \hiJ ·set tbaU 

t!aere' 1 no 41laJ hire. 

llb-b.uh. 

I c.lle4 up Paolr.al'4 on \be pbODI biOIIlll 
o9er hire \heJ 41411' ' .... to ba9e 911'J 
p04 111toN&UOD an4 Paolr.ar4 1&14 G1~ 
1114 be •• r.1ac to In t o$ ton1~t to 
... Ill'. Purr I . 

Oil. 8111 p1ns to '" hr911. 

Yeah. 

11 u all o1ear with thl a.r.a.t 
tllh, thiJ'" all o1ear wt.th \be a.r.a. 
tbq al'l. 

Yeah. 

181 
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H.N.Jr : 

fi: 

R.M.Jr: 

r: 
B.M.Jr : 

1: 

H.M.Jr: 

1: 

H.M.Jr: 

1: 

H.M.Jr: 

1: 

H.M.Jr : 

1: 

H.M.Jr : 

- 2 -

Well, C.\' a po4. 

lo c. .. are aerelJ ttohn1oal Uta1h 1n 
oontrao\1DC tba\ we ban \o oarr7 ou\ C.\ 
take a oerta1n lenc\h or t1ae. 

I eee. When 1;be b111 paeete, bow aaDJ 
tn&1nee w111 7011 or4er rroa the new Wr1&h\ 
plan\ all t ocetber. 

20,000. 

20, 000. 

Itah. 

fba t 1 t a t14J Dllabel' o 

Wbat'e tbaU 

!bat'• a b1& naaber. 

teah, bllt or oour•• we oen 't or4er unt11 we 
&tt 1;be aoneJ. 

lo. 

lilt 7011 oan reet aeelll'e4 that I'll f ollow 
u up - - tble u p1nc r1&ht alone -- there'• 
DO 4elaJ. 

'lbaDk 7011 Yti'J auob. 

All r1sb\ . 

Goo4-bJe. 

:.s2 
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Auguat 6, 1911o 
9:30 a.a. 

GR011P I(EET1NG 

Pruent: 

H.M.Jr: 

8ull1van: 

H.l!. Jr: 

Sull1van: 

H. li .Jr: 

511111 van: 

Foley: 

H. M.Jr: 

M.r . Bell 
Mr. Sullivan 
Mr. Gravee 
Mr. Haaa 
Mr. ThoiiiPIOD 
Mr. CbAllberla1n 
Mr. Scbw&r& 
Mr. Whlte 
V.r. V1ner 
Mr. Fole:r 
Mr. CochrAn 
Mr. G$eton 
Mrs . Uot& 

Ed, do you w&nt to apeak your p1 t·ce now -
1 mea.n J obn' 

Yea a1r, 1 do. Laat night tha:r worked 
trom 

Talk louder, will :rout 

Laat night after the ceet1ng we 110rlted 
with Stam tor awhile end then hu aet 
with John 0' Brien and Tarleau ant1 Blough 
a.nd they worked trom S o 'olcok on, and I 
came in later on and we worked until a 
quarter or eleven. 

And gave up ;rour executive atAndardt 

Yea, I thought 1 ehould aeull down on 
account of aoae of the tb1nga &tn&tor ling 
aaid down here. 

Did you aee tbatt 

Yee. 

193 
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w. M.Jr: 

ll .~ .Jr: 

Pul llven: 

I .. I!.Jr: 

11 . ~. Jr: 

:sell: 

I . M.Jr: 

- 2 -

There i~ one vay ot o~nging the plan and 
we could hAve the bill printed tomorrow 
morning u· it 1e chllnged thllt vay and it 
will noooapl1sh the thing they are after. 
Stamm doeen't want to do it t hat way and 
it maif take tour or t1ve or eix daye to 
chango it the way he wants to change it. 
He al80 anticipates, and aaid eo, that this 
~rning I am to tell the committee that the 
Tre~aury ia 1n complete agreement w1th that 
plan and 1a sponsoring it and it ia the 
Treasury plan. 

'llb1oh plant 

The 8ta~ plan. I told him t hAt I d1dn 1 t 
undaretand it that way at all, that we were 
not acing to interpose any obJection because 
ot the necessity ot prompt action, that we 
thought that perhape it would be well to 
stArt ott in a mild way when we are entering 
a ooaool1oated tax field, but that we would 
want to point out to the committee that 
stteJ• we saw the returns that were tiled 
next year, we thought we were golng to 
recommend substantial change• 1n the 
leglolla tion. h that agreeable? 

Yell, I cpn1 t gtve you orders, not being 
the ro. It a1l d epend a upon bow you ••1 U. 

I understand. 

I ·~· as you aay it to me it eounda all 
right , but bcv you aey it up there, I don't 
knew. 

It I have the baaia, I oan put on the act. 

Well, fOU haVe got the basis. 

You don't want to make a pooit1ve etatement 
that you want to make ohangee next March, 
do JOUt 

The vay h.e aaid it ie all right with me. 
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H..M.Jr: 

Sull11'&DI 

H. K.Jr: 

Sull11'&DI 

H.M. Jr: 

911111 'fllD I 

H. K.Jr: 

Sulllnn: 

H. M.Jr: 

Sullln.n: 

H.l!. J r : 

H. N.Jr: 

- 3 -

I think w bave got t o proteot the 'l'reuurr 
Departaent and A4a1n1etrat1on troa a pproval 
ot thie blll. I think our a ttl tude ebould 
be one or acceptance rather than "')proval, 
beoauee the 11&11 70u have hae been referred 
to ae ooalng ln trom the emall buelneee men, 
and it hae been tairlr volumlnoue and verr 
biUer. 

There ie no use golng all over it, John. 
Do JOU want me to go up on the 8111 IIJ' .. ltt 

No, eir, I don't. I want to get clearance 
troa 70u. 

You knov pertectl7 vall . What do 70u want 
ae to do, vr1te it out tor 70u and elgn 1tt 

I di4n 1t w.nt Hr. Doughten calling rou up 
eaying SUllivan di4n 1 t agree and 70u aald 
he would agree. 

Didn ' t I tell 70u laet night to write out 
praot icall7 that tor aet 

Yea, eir, and I have 1t right here. 

That paragraph there ie all rlght, aa tar 
ae 70u are concerned. 

That 1e what I wanted t o know. Al.l rlgbt , 
air. 

llov, what eleet 

Thet 1a all . I have got to be there at 
ten o 1 oloclt. 

Oome here juat a ainute. 

(Diaouaeion ott the record.) 

I told 8ulli van IIJ' tavorite ator7 about the 
tallow who comee in. I aa7 have told it 
before. It I have, atop ae. Be eara, •took 
at the 11tpert1nent letter we got troa ~ 
eon at ecbool. Be vaa all exo1te4. Be aa1d, 

:S5 

/ 
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Guton: 

H. I!.Jr: 

Gut on: 

Schwarz: 

Gl>eton: 

I! . Y.. Jr: 

Gaston: 

H. M.Jr: 

Gut on: 

l'oley: 

- 4 -

'Father, pleaee send me t ive dollare tor 
my a l lowance right away. •• The mother looks 
at it and says, "ThAt ie a very nice letter. 
'Father, please send me five dollars t or 
my allowance right away. 1 0 (Using d i f f erent 
intlect1cn.) I told Sullivan it all •depende 
on how he says it. 

Mr. Gas t on, my wife said you made a very good 
speech. If you will let me reed i t, I v111 
be glad to read it. 

I was surprised to see t he Ti mes ueed pretty 
nearly halt a oolu!Bn on it. 

I suppose you let Mr. Schwart t ake ce re o r 1t. 

I am embarrassed. 

It vas ve ry good. 

We took up with the Department o f Justice 
this i mportant thing about the Spanish oil 
to sss if t here vee any violat ion or law 
in trans shipment o r t heir cargoes and they 
came back and asked ue to make a field 
i nves t igation oursel ves , and we just got a 
report yesterday that the log of the American 
ehip Dungannon above th~t instead or die­
chargi ng on the dock at Tenoritfe, Canary 
Islands, she discharged her entire ca rgo 
i nto t wo Italian tankers , wh\oh may be -
we may have them, I don' t know tor eure, but 
it may be a viola tion of the law. 

Now, where are t hose two tankere? Have they 
unloaded o r are they s till loaded, 1n Port 
Arthur? 

They unloaded, they d idn 't go. 

Are you sure they unloaded? 

That happened while I was gone. 

Huntington t old me t hey dld. 

• 
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outon: 

a.M.Jr: 

oaeton: 

H. M.Jr: 

Otlaton: 

B. M.Jr: 

Oaatcn: 

H.M.Jr: 

Outon: 

H.M.Jr: 

Ge.eton: 

B.X.Jr: 

!'ole;r: 

H.M.Jr: 

G111ton: 

- 5 -

!her d1411 •t go. 

llollld )'Oil 1111nd Juet oheok1ns onoe 110re on 
tho .. twot 

Yee. 

Juet make a note. 

I will aake a note. !be;r bAYen ' 1i been, 
apparenU:r, 1ir;r1ng to ohea1i. 

I would Juet Ulte to ltnov vhat the:r are, 
beoauee I don ' t van1i to wake up eoae 
110rn1ng and 1'1nd 1ihe;r are gone. 

I will ulte a note. 

Ino1dentall:r, I aelted the Beoretar;r or the 
Nav;r vhe1iher he vould please eend an ottloer 
and he vae propoelng to eend a NaY&l. ReeerYe 
Ott1oer on eYer;r o1l tanlter that leaYea the 
oollntr;r trom nov on aa an obeerYer. 

That goee abroad, ollta1de the Aaerloaet 

Ollta1de the Amerloaa. 

I wrote a collple ot page ae110randua 1t JOU 
vant to talte a loolt at 1t aoaet1ae, on th1a 
vbole export oontrol a1 tllatlon, plua the 
Span1ah o11 --

Yoll are coa1ng at ten tlt1iean with Colonel 
Muvell.. Where 11 Ph1l1p Younct 

He vent oYer to the ltunl t1ona Bu1141ng 1ih1e 
110rn1ng an4 he 1ioolt Cox vlth h1• on eo• 
tanlt propo .. l. 

187 

Vell, Harr;r , :rou be here and JOil (Oaeton) 
be here. 'l'he;r have aelted to aee ••· Colonel 
Muvell vante 1io ••• ••· 

Yea. 

I ..n1i the Stenot:rpe,too. 
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Gu~on: 

H. H.Jr: 

Guton: 

H.M.Jr: 

Gflaton: 

H. M. Jr: 

H. M.Jr: 

Fole:r: 

H. ~: .Jr: 

Gaat on: 

H.M,Jr: 

Gaaton: 

- 6 -

or oouree, the State Depart2ent rlll bardly 
spealt to ue , 'but t ha t len' t worrying us 0111ch. 

The t ehow a how good we are. 

Io1olea are on the tel e phone rlre vben I talk 
to the State Departaeot. 

There rlll be .,re after tbe ten t1ttee.n 
meet1~. 

You m1gb1; be 1ntereaud to know t hAt t he 
Budget Bureau and the Prea14ent all.oved ue 
$11,250,000.00 out o r thAt total request or 
35 m1ll1on, and t heLr hear1.Dg 1e goLng on 
this oornlng before the .lpproprlaUone 
Coulttee and ve got aoae o t the th1nga I 
vas 1110st 1Dtereated u. Ve got t h e J.cade~ 
eturr, ve got the euruaa Bay a turr, ve go t 
JO 78 root patrol bosta, 9 new radio stetlons, 
1,500 men, and 23 trucka to r headquarters. 
Prett:r good. 

Nov, the Pree14ent or the Unlted States 1e 
ver:r OIUCh interested 1n t he Korgenthau plan 
to g1ve every lite saYing atat1on a three 
1nob gun , and ha aaya to a&ke 1Dqu1r1ea bow 
long 1t v Ul take to get t h e gune, and 1t 1t 
doesn 1 t take too loq;, be v1ll approve 1 t. 

(Unrecorded tel ephone convereat1on rlth 
Randolph Paul.) 

The note 1s renewed t or au .ontba. 

Elmer gave iierhert a .. :oorandus on that. 

The $50, 000 note vaa renewed t o r au aoontba. 

I d14n 1 t get a chance t o give you that 
yesterday. 

There 1e only $)00, 000 worth or New York 
State bonds, .arket value, aga1net the whole 
thing, plus a eubeCant1al b&l.Ance. You had 
better g1ve ae the aeao on 1t. 

Yea, I ba. two d1t!ereot ooee. 

• 
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8.!-f.Jr: 

(l&atODI 

H.li.Jr: 

Oaeton: 

H.!<.Jr: 

Oe.eton: 

H. M. Jr: 

Oe.eton: 

R.li.Jrt 

Oaaton: 

H. M.Jr: 

Foler: 

H, M.Jr: 

roler: 

- 7 -

Are JOU thro1JCb, HarberU lf1ll 7011 taka 
oare ot the 3 1Aoh sun ant1-a1rorattt 

What u I to do on thaU 

r1nd out how long 1t would talte to bu7 
enoueb guna to g1Ye aaoh Coaat CJuard Llta 
SaY1ng 8tat1on &n the Atlant1o and Pao1t1o 
one three 1noh - but the •••7 aun, baoauaa 
the Na•r gun ahoota both --

fha three 1nch Nan gun . 

Baoauaa that ahooh bot h hor1 r.ontall7 and 
laterallr. 

!bat 1a one our bo71 are tu111ar with, 
&DJW7· 

A4a1ral Furlong oould tell JOU how long 1t 
would taka before we oould get thea and how 
~oh 1t would ooat. The Prea1dent thought 
1t vae a ewell 1dea. 

I thlnk 1t 1a a ewell 1daa ayeelt. 

What elae, Herbertt 

!bat 1e all. 

J:dt 

I 'talked to Bob ~111tnar on that -tter ha 
oua 1A to aae r ou about raaterdaJ. Arenda 
had ooaa 111 and ul.ked with the paopla 111 
Barnla ' a llhop, but onlr on a1xed ola1U 
and not 1neotar ae ua1DC that aa preoadant 
tor aattlng ott ot a81aU 111 th1a OOUJ1tl'7 
that are UAdar the block aplnat war debt a, 
eo Bob 1an 1 t 111taraated. It 1a no atorr. 

ADrth1111 al.aat 

wa lla•a a rul1DC hare that p-1 te 1Atereet 
on borrowed oapltal tor a441t1onal tao111U .. 
oart1t1ad tor national datanea b7 tba 
leorat&1"7 or war or b7 tba Saoreta't'7 or laYJ 

:ss 

/ 
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K.M.Jr: 

Foley: 

H.M.Jr: 

Foley: 

H.M.Jr: 

Vhlte: 

Foley: 

B.M.Jr: 

Gaeton: 

H.M,Jr: 

Foley: 

- 8 -

to be de4uote4 aa the ooat ot the oontraot 
tor Aray or MaYy nelda tor Vinaon-f~ll 
purpoeee, and it would help w1th the Ourtiaa­
Vrigbt and eome ot the other projeote. I 
thought you would lih to know about 1t. 

I had lnudeen piok •• up and br1ng ae down 
th1e morning, and I aalted h1• about Curtha­
Vrigbt and Paoltard, and he .. id ae tar aa he 
waa oonoarne4 they were both out ot h1e banda 
and he wee eurprhe4 to th1nk that they weren't 
ooapleted, eo I .. id, "Well, ay underetand1ng 
we.e that Paokard we not oo..,letad, • would he 
pleaea t1n4 out and it they were, whJ d1dn't 
be tell Bob Horton oYer there to tell the 
world that tbe7 were ooapletedt 

Did you read Dutt1eld 1 a atory in tha Will 
Street Journal laet weekt 

No, I d1dn 't. 

I th1nk you would be 1ntareated 1n it. 

But he ie finding out about it and ie going 
to o all ae. New '""'' 

No, the detenee. fh1a one OYer here 1n the 
oorner. It euggeeta you aa the fellow to 
ooord1nate the whole vorlta. 

Aaong othera. 

Yea. 

That ie a buA idea. 

Pro• eoae aepeota, not troa othera. 

lira. llorganthau waa Yary auoh annoyed that 
I told her - beoauaa they triad to get it 
through Waah1ngton w1 tbout an:tbodJ Jtnow1Dg 
about it tor tear people w1ll obJeot to 
their getting thia aoney. 

'l'hare ia a note I got tro• fo•Y whan I got 
hoM laet night about the oollaotor down 1n 

2~0 

Regraded Unclassified



Foley: 

k. I!.Jr: 

Foley: 

H. M.Jr: 

Gaaton: 

H. M.Jr: 

Foley: 

H. M.Jr: 

!'Ole)': 

H. H.Jr: 

Foley: 

H. M.Jr: 

Cochran: 

- 9 -

New Orleans. He doean't g1Ye t he two names, 
but be saye 1t the aot1Ye collector won't 
oont1nue the etate adm1n1atrat1on down there 
v1ll 1nd1ct either ot t he tvo names the 
Senate bee proposed, and be thought we ought 
to know about it, I gueaa, and be orobebly 
doesn't knov about the l ateet one, the 
aubet i tute. 

Is that a aubatitute7 

Yea. 

Does be knov that t he l ateet one's name i8 
Maloney? 

I don't knov. He doeen 1 t g1Ye me t he n&mea 
there. He wrote t hAt note trom San Francisco. 

Call him up and aak h1m whether the man be 
baa in mind is Congressman Maloney. 

Second district. 

He ie a Maloney trom Nev Orleans. 

They bad him down t here. 

Bee it be teela all right about 1t. He i8 
not one ot the Sullivan• trom New Haapah1re, 
he ia a Maloney. Will you call him up and 
aek him' 

Yea. 

He is CongreaeMen Malone )'. What elee' 

Nothing else. 

I took all the etutt that you (Cochran) aent 
me tor a veek and put 1t 1n one ot theae 
boxes. 

That 1s all right, s1r. 

I Just vant to eerve not1oe on you 1t any 
ot these oables - I vent to repeat - It there 

201 

--~------------r---~. ~------------------

Regraded Unclassified



Cochran: 

!I. H.Jr: 

Cochren: 

R. N.Jr: 

Cochran: 

H.l! .Jr: 

Cochran: 

H. H.Jr: 

Coobran: 

H. M.Jr: 

Bell : 

H. M.Jr: 

Schwarz: 

- 10 -

1e 10aething that lhould be done, een41Dg 
1t to the house doeen't mean 1t is done. 

I understand that . IYerything ie taken 
care ot. 

Okaf· It there is eomething there, I juet 
don t want you to th.ink eending it to the 
House puts it on me. 

No, no. 

You are eure, now? 

Yee, e1r. Oittord ie going t o England to 
etay about three veeke and he baa an 
aee1etant vho case out recently and wbo 
will be 1n charge during hie abaence. 

Oittordt 

Yea, the Security san up 1n Nev York. 

Right. What alee? 

ThAt 1e all. 

OoYernor Tovere ie coming in at three. I 
think 1t baa to do with the aatter or haYing 
to depoeit their money in Nev York rather 
than Montreal, the apending ot their aoney, 
eo I think it you (Bell) and Cochran would 
be here at three o'clock. 

Did he make that requeett 

I did. c. D. Hove, the K1n1eter o r National 
Detenee, vae here and I eaid I wiahed they 
would put all the1r .-onay - and they want to 
leaYe it with the Bank ot Montreal. I tall, 
it you will read t hie before they ooae in. 
I won't get a ohlnoe to read it. Mr. Cochran 
might read it, too. 

Ch1okt 

We propoae to ieaue a preee releaee on the 
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I!.I!.Jr: 

Schwan: 

J!,M.Jr: 

Sohvar~: 

B.M.Jr: 

scbvlln: 

H. M.Jr: 

Vlner: 

H.)!, Jr: 

Viner: 

H. !I.Jr: · 

: Viner: 

H.M.Jr: 

Vl ner: 

H. M. Jr; 

Vlner: 

H. M.Jr: 

Vlner: 

H.M.Jr: 

- ll -

ruling that Ed •ent1oned, pointing out that 
it will gi·n .cae adn.nhge t o the au.ll 
buaineea aen vbo haYe to borrow aoneJ. 

You aight kid rour trhnd Gregor, ot the 
Tribune. EYerybody gaYe ua a nioe etor, 
about reaterday, but there hn't a aingle 
word in the Tribune. W1ll rout 

I will r1b h1• a 11\tle bU. 

Aak h1• whether Willkie oeneore the fr1bune. 

87 reaote oontrol. 

Yee. What elaet 

That U all . 

Vinert Do you want to aee ae wh1le JOU are 
he ret 

I haven't anything epeoial. I would like to 
aee you. 

I would like to eee you. How long are you 
here tort 

I am leaYing th1a afternoon et t1Ye o'clock. 

What are you doing around eleYent OkAJt 

Yea. 

~re ia plent7 to do here when rou ooae int 

No. 

Reallrt 

Not!Ung. 

Not!Ung to dot 

Mo. 

Are JOU aerioust 
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V1ner: 

a.M.Jr: 

Viner: 

H. M.Jr: 

Haae: 

H.M.Jr: 

H&u: 

H.M.Jr: 

Hau: 

H. II.Jr: 

Haae: 

H. M.Jr: 

Haae: 

- 12 -

Whose fault is thatt 

The Treaeul')' hae no problem•. 

That 11 wonderful. I will give you aome 
at eleven. 

George? 

Did you notice that Allieon figure Juet 
lAet week? 

Vel')' good. 

I have two things. During your absence 
Stacy May wrote you a letter that he would 
like to get a copy of the reporte of the 
Brit1eh Commteeion and also t heir general 
airplane industry reports. He eaye they 
need it badl;r. 

Well , we are eending two over there now. 

But evidently those are utili~ed by other 
d1v11ions and I told him - they • ent a 
man over to see what the reporte were and 
I told him that ve couldn't aek the Britiah 
Collllll1te1on to g1"" ue another copy and 1n 
the letter they atll: you tor permieeion to 
photostat ltnudaen'e copy, but 1n addition 
to that, they would li.ke to h&Ye a copy of 
that large report on eng1nu and airplanes, 
production figures, and they eaid they had 
a tate over there and it would be confi­
dential. 

Ute the old bean. You decide. 

Well , I think we are in a rather bad 
poeition it we don't. 

Do they w.nt all the purchaeee, or Juet 
the airplane etutt7 

They want the llbole thing. 
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K.I!.Jr: 

a.l<.Jr: 

Hu e: 

H. M.Jr: 

Haaa: 

H.Y..Jr: 

Haaa : 

H.I!.Jr: 

'lfhlte: 

- 13 -

Vall, Ule;r are work1DI II)) a rUher 'ol'OII4 
etlld;r '11111oh wul4 1D41oate tor the total 
4etenee progra., 1nolll41n& the lr1t1eh, 
the aaoUDt ot •en 1114 .. ter1ale l'lqu11'14. 
'rhe:r aa:r thl:r a'oeolutel:r nee4 1t. It hi 
11 101111 to 4o an:r l'lllaroh 'IIOH, Ul4 I 
111111 thl:r aN 101111 at 1t 111 a ••r:r oo~re­
henll•• wa;r, hi will l'lall:r nel4 thl uter1al. 
I th1Ak 1f the:r 4on1 t get 1t troa 111, the;r 
wUl pro'oa'ol;r hiYe to 10 to the 1114uatr:r 
t heseelYee, :rou know, thl11 particular 
1nduetr1ee. 

I would g1Ye 1t t o thea. 

All l'l&ht. 

fhe other thing 11, I tr1e4 to get 1n touch 
with th1a Mr. DaY1aon ot the Pearce roun4at 1on 
w1 th regard t o the hcuu e, an4 he wa en' t 
aYa1lable. He waa on hh way t o Vaehlngton. 
He 11 1n Vaeh1ngton to4a;r. Do :rou want to 
111 h1at 

No, t1n4 out , :rou eee, an4 t hen put h1a 1n 
t ouch with Colonel ~nox. 

F1na~ I will 4o that to4a;r. 

AD:rthln& eleet 

!hat 11 all. 

Barr;rt 

'rhel'l 1e a large, unerpla1nl4 sold ree14ual , 
laJ'IIer th11 ;rHr than an:r J)l'IY1oue :rear, whloh 
aao\IDte to 900 a1111o n 4ollare 1n 11x aonthl. 
I th1111t we oan erpla1n tro• 200 to 250 of U. 
fhl Na•t' 11 nr:r 41tt1oult to erpla1D, 
and n pt 111 touoh w1 t h the New York 'oaDlt 
aen wbo al'l workllll on eo•• ot the aoooiiDU 
to .. oerta1A how auoh wae 'oi1DC traneterred 
Ollt ot fol'I11D DUll 1114 1Dto do .. IUO DU81o 
'llhlll that b.lppllll, ,. 1'11*1'4 1t a• thcqb u 
ll aa cnat flow of oap1tal '1111111 aotuall:r the 
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H.M.Jr : 

Whl. te : 

H.X.Jr: 

White: 

-l.. -
80ne7 n..,er leaY .. Ule OOUDti'J, IUI4 be 
reporU baolr. UntaUYelJ ener aalr.lq 
eo• JrellmDai'J 1nY .. UpClona there 1a 
a 8004 deal ot ohan&1nc ot hUe nuu 
1nto 4oaeaUo Dallea, vh1oh 1a poadblJ tdult 
ve would expect nov 1n Ugbt ot the oonoem 
vh1oh 1t •• reporUd to Merle Ooohran, 
vtl1oh be reportect to rou, ot the lv1u that 
va are oonteaplat1nc tren1nc the h1u 
balanoea. Bow IIUCh ot the r .. 1dual oan be 
expla1ne4 that WJ we don't lr.nov Jet, but 
the7 are so1ng ahead v1 th eo• turthar 1n­
toraal tentat1Ye 1nYeatipt1one. That lea•e• 
onr halt a bU,Uon 4oll.ara 1n Juat au 
80Dtha that w oan ' t e:zpla1n. 

Bow auoht 

OYer halt a billion. 

HaYe rou tallr.ed v1th Proteuor Ohaaberlain 
about 1tt 

llo, th1a wouldn't - it would oo• up 1n 
oonneouon v1th the 8v1u balanoea. 

Chamberlain: It i an 1 t in the bloolr. . 

H. M.Jr : 

White: 

li.M.Jr : 

White: 

H. M.Jr: 

Vhite : 

H. M,Jr: 

A11Jth1ng eleet 

I v1ll haYe at laaat a1x probleaa that I 
v1ll g1n Jalr.e that will lr.eep h1• happJ 
while he 1• aV&J ae vall •• vh1le he 1a 
here. 

I d14D 1 t reall&e --

I 414D 1 t either. I lr.nev aoMth1nc vee tha 
uttar. I tbougbt •rb• he had eaten too 
au.oh or aoeethinc. You will gl•e h1a alx 
pro bluet 

At leaet alx. llx to bellJI with. 

Can't rou glYe h1a one or two, Prot .. eor 
Chaaberla1Dt 
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Cl!allber la1n : I @lllVe hlm one or tvo o there and I h8ve 
eome others. I d14n't reali&e th8t he was 
not buey. 

K.M. Jr: Has he glven you the anawer•' 

Chamberlain: He gave me one answer. 

11hlte! Was 1t a good one? 

Clwlberla1n: It agreed w1 th me. 

Vlner: Ve have wo rked t ogether 1n the paat, and 
we will m nt1nue t o do that. 

Clwlberla1o: I would like to take a little 110re at 70ur 
tiae it I could, but I 41dn 1 t know you were 
available. 

i! .M. J r : 

White : 

K.l!.Jr : 

llhHe: 

H. II. Jr: 

llhlte : 

K. M.Jr : 

llhlts: 

H. M.Jr: 

llhlte : 

Harry, thls etutt here whi ch I am going to 
g1ve back to ;you, I want JOU to look it 
over. I want to get oop1ee ot 1t all toda;y 
to give to Arthur Purvie. Ie t hat aJ.l , Harr;r? 

I auppose ;you notioed rorreeta~ vaa appointed 
Under Beoretar;y ot the Nav;y. 

Yea. Wait a m1nute, wh;y thle oat and mouse 
look? 

He got hle prel1a.inar;y e zper1enoe 1n lAtin 
American problema. 

I eti~ don ' t get it. Coae on. 

That 1e al~. 

You mean he made good do..n 1n South America? 

He made eo good that the;y deoided to tr;y h1m 
in Nav;y. 

Are ;you baok ot that 110ve, too? 

Back ot that move tool You flatter ae. 
On the one hand. And on the other • •• •• • 
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Bell: 

K. U.Jr: 

- 16 -

He certa1nlr admitted he had eoaet b!ng to do 
v1th the other one, didn 't hat 

Okay, Proreesor Chamberlain? 

ChAoberlain: I have a matter or policy in respect to 
t hese relie! payments that I would like 

H. II.Jr: 

to taka up v1 th you. I don 1 t know u th1a 
i8 the proper place. 

I vlll be glad to. Be!ore I 88e you, could 
you check once more, unlee8 it ie unneceeaary, 
with Mr. Norman Davie' 

Chaaberlain: I wanted to check v1th hla, yee. 

H. M.Jr: SomebodJ told me that - I understand that they 
understood Norsan Davie had orders !rom the 
Prea1dent laet week not to 1 end anr or th1a 
50 million dollars out or the country. 
W111 you 

Chamberlain: That vee what Mr. Bell and I understood. 

H,M,Jr: 

Bell: 

I!,M.Jr: 

Wee 1,t rou (Bell) that told me that? 

I th1nk I told you that, 

Could rou get what the e1tuat1on 1e rrom 
Norman Davie? 

Chaaberla1n: Yee, I would like to do that. 

Bell: 

K,M,Jr: 

Bell: 

Tbe doeuaente vent along laet week allocating 
eeven m1111on dollare, t1ve a1lllon to Wallace 
and two m1ll1on t o the Procurement Div1eion 
and alec a million to the Red Croee, and I 
understood t hat that vae to go tor cb1ld 
reeding, eome ot it. 

Who 1e your contact' 

I talked to Mr. Davie and aeked b1m 1r be 
bad straightened 1t out. He 81.id be had. 
He bad talked to the Pre8ident, and they 
ea1d t bey vouldn 't 8end anrthing 1n tor 
general reeding but they would eend it 1n 
ror child reeding, and eome ot 1t would go 
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to lftgland an4 .o•a or 1 t would go to Oh1na, 
but nothing for adult rellet. 

Viner• Dld JOu eee OudahJ'• 1tate11e11t lD th1e 110rn1ns'• 
tioker, that we would baYe to reed BelglUII thie 
win tart 

ObAIIIberlA1n: I cbacked wi tb Mr. Pickett And be told u 
about the eue thing. He told ae it had 
been arranged that the Mcleeeport ahould 
continue shuttling back &nd torth, aaklng 
about one •o,age a aonth. 

H.K.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H.M.Jr: 

Vould :rou talk to Bell , end then it lt ien't 
olaar, I thi.nk if JOU oould call up - wbo 
contact• Noraan DaY1et 

l'ro• lllhare t 

P'ro• the TreaaurJ. 

I 4on 1 t know. I .. the only one, I gue11. 
I haYe been oontaotlng h111. 

Vall, between you, but when Prote1eor 
Cbuberlaln comee 1n th1e afternoon, I 
would llke to be brought up to date on tble. 

Proteeeor Chaaberla1n waa at the la1t •eet1ng 
we oa.lled. 

Vell, I tbou~t 1t Prote11or Cha•berlalD could 
ooae 1n at }:45, 1~ tbat 11 oonYen.1ent, then 
between now and then 1t :rou could talk to 
Bell and bring :roureelt up to date on that. 

Cbaaberla1n: I wtll, on vbat 1 1 happened. 

H.M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

Do :rou want to follow thell th1nge Protauor 
Oballberla1n talke about or do :rou oonlldar 
JOU are outt 

I think I ebould. 

Vill JOU be bare then, Dant 

Yee, eir. 
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B. M. Jr: h there anything eleet 

ohallberla1n: No , that 1a all. 

H. M. Jr: 

Grave A: 

li . !I.Jr: 

Gravee: 

H. !I.Jr: 

Grave a: 

H. M.Jr: 

Graves: 

H. M.Jr: 

Graves: 

H. M.Jr: 

Gravea: 

H.M.Jr: 

GraYee: 

H. !1. Jr: 

Bell: 

Harold, JOU look damned healthJ, 

Fine. 

How wae tha gratt in Puerto R1oot 

Puerto Rico 1a all right. I lett a IUD down 
there to check on that ottioe, but it eee .. 
to be all right. I • aat1etied. These 
r1m0r1 that reaobld Ul were witbout aDJ 
t ound&Uon. 

llext ttlle I tuppoee JOU are going to tell 11e 

7011 baar ruaore ot graft in Honolulu. 

I .. 7 do that. 

You look .,..11, ADJl'&J• 

Fine. 

Vbat elaet 

fbat 1e all. 

Would JOU per1onall7 look into wbo 1a handling 
tha 110ne7, thi1 Red Orou 110ne7t It there 11 
to be &n7 handling in Prooureaent, I would 
l ike t o know ¥bo il doing lt. 

'l'ba t 11 Mao. 

What ie be doing! 

Nothing. No 110ne7 i1 IY&ilable, and no plana 
ha•e been .. de in 4etall. 

W1ll JOU tind out, will there b1 &nJ and 
what do tbe7 expect ot u1t I read in the 
paper the Preeidlnt appointed Wallace and 
•e to handle the thing. 

fbere hal been an axeoutt•e order prepared 
allooating two a1llion. Hal it been 11gnedt 

.%l0 

• 
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Gr&Yea : 

Bell: 

Grave a : 

H. M.Jr: 

()r&TU ! 

H. II.Jr: 

Or &Yea: 

H. M.Jr: 

Grana : 

H. M.Jr: 

Gravee: 

H. li. Jr: 

Gruu: 

H. K.Jr: 

Gruu: 

H.M.Jr: 

Gra•ee: 

H.II,Jr: 
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It; 1a llgne4. 

Jut 11oth1118 bae b .. 11 do11et 

Notb111& hae been 4one, an4 ve are etan41ng b:r 
ava1t1ng requ1e1t1on, :rou alght •~:r. froa the 
Re4 Oro••· 

Wbo --

Tbe 110oe:r will be eet up under the Prooureaeot, 
wbioh will tunotlon ae purohaelng agent. 

I rea4 that th1ng Yer:r oaretull:r aD4 I got the 
1apreu1on that Kr. Wallace an4 1 woul4 
4letr1bute the etutf. 

llo. 

Well now, :rou rea4 the order ap1n. 

I will read 1t ap1n, but 

I rea4 1t three t1aee. 

K:r 4ef1n1te 1apreee1on 1e that ve aake 
4el1nr1" to Seaboard an4 we are thrOugh. 

Xou rea4 the order, will :rou, an4 eee the 
1apreee1on that :rou get, pleaee. I read 
1t an4 loolte4 - after rea41JIC 1t, I thought 
1t •e a nr:r looeel:r 4rawn order aD4 1t 
loolte4 t o ae - u ooul4 be 1nterprete4 that 
I wlll4 haYe to 41atr1bute that duff, tlhloh, 
of oouree --

!hat, I u eure, 11 DOt tl'lle. 

Taite another loolt at u. 

I will, llr. 

What eleet 

llotb111g. 

Dut 
• 

~2U 
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Bell: 

B.M.Jr : 

Bell: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H,M,Jr: 

Bell: 

II.IC, Jr: 
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fbla u a .. .,NIIdaa oa tile Ca'b1an -•1111r 
h'lder. Dlll'llla tll1a par .. are plaa to 
baYI to lnYeat about 900 alllloa or alaoat 
a blll1oa 1n 11Pto1al obllJatloaa tor old 
ap Nlti'Ye aa4 unaaplo,..at tl'llet tw14. 
We oaa d .. 1pate tboae aa aaUoaal detaaae 
aal'1ea aa4 ben thu UtUN thh ,..,. lllll 
-t all the NQillru•te ot tile .lot aa4 
l'tduoe OUI' paeral lla1taUon, llllloh 11 a 
nrr neat .,., ot 4o1ac u . It we are p1n1 
to adopt that, w ahou14 adopt u now. 

Do ;rou th1nk t hat h ourt 

I 411, It h oa eh oouac 1nt o the twl4 aa4 
aYa1lable t or 111Yeataenta. 

Old qet 

All4 theJ tall wUh1n 8eoUon 21 or SeoUoa 5 
01' 16. 

Wbat do I ha•e t o dot 

Well, we will haYe aoaa 25 or JD a1lllon to 
111Yelt th1e aonth and next aoath w will baYa 
about 125. 

Oould I aU dow w1th ;rout I baYa pt to aU 
411• with ;rou 1t I u so1n1 uP !burldaJ to 
aake a etat••t beto rw W&Ja aDd lleaae. 

lee, JOU baYe, !'bat 11 tbl lllllt qud1oll I 
baYe, 1e the debt 11a1t1Uon, .tletbll' or DOt 
.. are IOliiC to do that, I 41411 't ralN 1t , ... ~. 
I till* W oapt to liU theee people -
UU.· I ellotal4. 

Well, 1 h&Ye a aca••••• a I'OIIIIl ann ot oae, r::r• 101111 1nto the IIIID'll fleoal dh&Uoa, 
,.. oalht to aake al•blr a atat .... t 

01' ... Ulla a liUII'o 

Ln '• to eat toao :ow aonalaa. Dld DII9U 
Out ~~ 4o &Qtlllaa OD bat Uz tJdal' 
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Oae~on: 

H. K.Jr: 

Guton: 

Sell: 

H.M.Jr: 

Foley: 

H.M.Jr: 

Gae~on : 

H.M.Jr: 

Gae~on: 

Vll 1~e: 

- 21 -

lCea, he wro~e ~wo rough dratte, two atatemen~a, 
and one change he euggeated in the law. I 
gave them to Sullivan to look over. He 
delivered thoae laat Thureday evening, but 
he vaa rather at a atandetill. He doeen't 
know Just what to do next. 

Will you give them a obanoa to work on thle 
statement or mlne' 

lCaa, although it haa not hing to do wtth the -
eo tar ae Dan'a draft ie concerned, it baa 
nothing to do with the tax, it ia a !iecal 
atatement. 

I atopped at the end or t he tiecal and didn ' t 
take up the tax queet ion. 

At ten fifteen tomorrow let 1 e go on and you 
tell Sullivan we atart on my etate11ent before 
Waya and Means. 

I have got that drart that you mentioned 
yesterday afternoon about not oomm1tt1ng 
oureelvea but recommending ohangea . Do you 
want that to go over at ten fifteen? 

lCee. 

Shall ve have Coyle in? 

lCea. Will you tell h ill? 

lCea, I will tell hla. 

You mi.ght be interested in the behavior or 
the bill to exoand the Export-Import Bank 
by half a billion dollare. It wae presented 
at the oonterence and my undaretanding ie 
that the co1111it tee epoka - were rether bitter 
over the raot that the State Department didn't 
oome up in eunnort of it. It wae interpreted 
ae - the State Department regarded the matter 
ae too uniliJ)Ortant t or their attention, and 
Jonee eaid a taw deeultor, worda in eupport 
ot it and it paeaed by a ellall margin; and 
if no aore aupport ie going to be given to 

2 3 

I 
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H.M.Jr: 

llhite: 

H. li.Jr: 
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tbat in its turther coneidaration, it .. 7 
have const~erable ditt1cult7 in paul. 118· 
!low, I don t know wether that touohee 
Treaeur7 d1rectlJ, but --

TreuurJ whet? 

Whether 1t ie anrth1ng you want to tntereet 
yourself in directly, 

No, the President chose Mr. Jonee to handle 
it t o r h1•. I don 1 t th1nlt I ahould get 1n 
Mr. Jonea' halr. 

Dan? 

Bell: I have done noth1noJ further about t he appo1nt­
•ent ot a bank obeerTer 1n Parte. 

H.N.J r: I ~• laying tor JOU. My God! 

Bell: We have a memorandum --

H. M.Jr: 

Bell: 

Cochran: 

(Unrecorded telephone oonversation with 
•Pa • lfateon. ) 

He &efe , 'Treat my ma.n Maxwell k1ndlJ.' He 
eaye, 0Mr. Hull ha.en't been heard on that 
yet.• Licensee were issued b7 the State 
Department prior to July 5th on up orte, 
and t or om 110nth I have bean tr1111C to get 
them canceled and three timae the Preeident 
ot t he United State• baa tol4 thea to cancel 
all orders, three t1•es. Dan, can ' t JOU pick 
one aa.n to go over thatt 

Vall, I re1ee th1e quuUon: I had Allan Sproul 
call thoae banta in New York that had branches 
over there, and apparently the only one that 
1e going to tr1 to operata 1e the Ohaaa, and 
he suggested a rather daeor1ptiva torm ot 
license and e1noe th1a order baa oo•e out 
ot the Germane ' , I ehould think they would 
tind it rather dittloult operating, wouldn't 
you, Mel'let 

Vall, they oa.n do aoaa buaintet. 

2!4 

• 

I 
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Bell: 

H. M.Jr: 

Bell: 

H . ~ . J r: 

Bell : 

ii. lo! .Jr: 

Cochran : 

li . H.Jr: 

Cochran: 

h. H.Jr: 

Cochr&n : 

H.t!.Jr: 

Bell: 
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It will be very limited. 

llell, the point that I hAd in minl. 1s, I want 
to know and I want Proresaor Olvlmberlai.n to 
know how they treat American banks in occupied 
territory, and I want a fellow there thAt 1e 
going t o tell me. 

Vell, I should think thAt one or t hose laet 
two fellows who are Embaasy employees 

Matthews ie the beet fe llow. 

Well , MAtthews may have a little d1tt1culty 
in getting back end rorth through the lines . 
He ie down t o Viche, whereas Geor ge and the 
other fellow are at t he Embeaey 1n Parle. 
George baa done acme work tor Merle in h1s 
absence, and Trimble ie doing work tor 
Ma t thews. 

Do you know either or these men? 

Oh yea, George baa worked there 20 years, 
and ie much better on tinano1al aturr than 
Matthews and Trimble vas trained particularly 
by the State Department ror financial and 
economic work. 

Vhioh one or the tvo ie beat? 

It you want an officer, 1t would be Trimble. 

•bat do you mean, an officer? 

He ie a Consular Ott1oer. George ie a Drafting 
orricer, he ie on a olerk'a payroll, but he 
waa aeeiatant to me all the time. 

I want the fellow who baa got the beet brain 
and ca.n enoop. It a fellow aaya, "Here is 
all the regulation• --• I want somebody who 
can look underneath and aee what ie going on. 

You want aome tallow to go in and talk to the 
banks. 

215 
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Cochran: 

H. K.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H.H.Jr: 

Cochran: 

Bell : 

H.M.Jr: 

Cochran: 

H. M.Jr: 

- 211 -

Either one ot thea. 

You lwo tellova deolde. 

You don't vant ua t o cable MurphJ tor a 
r ecorumendat1on? 

No, rou have got Merle here. 

All right. 

Hov long have you liTed vlth these tellove? 

•rwentr yeare vlth George. 

Merle th1nke George vould do a good Job. 

Vell, between rou two - -

It you vant an undercover Job, George 1s the 
better one ot the two. 

• 

Will you do lt today, pleaae? I vent somebody 
vho ie going to t ell ue vhat ie going on, hov 
are the Aaerican banke treated, ao ve have 
that guidance to go by here, branch banke 
1n Parle. 

Bell: That vill haTe to go by oable, I t ake 1 t, to 
Viche and then by the courier through the 
llnea. 

Cochran: 

H.M.Jr: 

Bell: 

H.l!,Jr: 

We are not eure ve oan get 1t out that var. 
One cable came through B•rl1n the other deJ. 

Between the tvo ot rou, take oare ot 1t. 
Anything elaet 

The Budget-1a trying to laproTe the t1nancial 
and Budgetarr reporting araua. Thl7 haTe 
dravn up a rather extena1TI lxeout1Te Order 
and taken 1i to the Preeldent , and it baa 
been eigned. Thl7 took a leat out o~ the 
Treaeurr'• book and vent through the bigger 
channela, the Attorney General and our General 
Oounael. 

It aounde like a dirtr orack to ••· Mr. Bell. 

• 

I 
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Bell: 

K.M.Jr: 

Bell: 

I!.M.Jr: 

Bell: 

H.M.Jr: 
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lo, 1t 1en't a 41rt7 orsok, I Juet aa7 Cba7 
baYI taken a leat out of our book. 

You a .. n th17 are be1DC ett1ohat t 

llell , 1t bae been e1pe4 an4 I 40D 't Jmov tollen 
1t 1e so1n1 to be aa4e publ1o but I tbouillt 70U 
V.)ul4 van t to k.nov about U " leaet before 1t 
1e •4• publlo. 

All rlgbt . 

It 18poeee a441t1onal 4ut1ee on tile Treaeut7. 

Got 11110h 80ret 

Bell: fbat 1e all. 

K. M.J r: 

Bell: 

H. M,Jr: 

Tbompeon: 

H. X.Jr: 

'fbo11peon: 

H.li,Jr: 

Tboapeon: 

t'he.nlt 70U. DuU.e e on vbo t 

On the Treaeur7. 

lie oan take u. 
I 4on' t knov vbether Ph1l Youns to 14 J'OU that 
Buokley, h1e nav aeeletant, 11 nov at vork 
With ue. He 1e here on a three ~nth'• baele, 
With an opUon to retain h1a aner that Uae. 

Hare 11 a n1oe leUer troa llr. OVen D. Youns 
thankins ue tor ha'flng loane4 Harol4 11ar1t to 
h1a ae a eeoretat7. 

noe. 

It you appro'l'e, I voul4 like to put tvo guard.e 
on tha eeoon4 floor, one a t the eouthweet an4 
1114 one at the eouebaaet •4, eo they oaD 
oontrol all tour oorrl4ore. loth1AS hie 
happened, but I th1nk 1t 11 a Will preoauUon. 

I voul4 llke to olear W1 th 70U eoae re111.lar re­
aee1snaente of epaoe. 

Are 70u g1Y1DI Gaeton ~re rooat 

u 1nYolYee aonnc 11r. Bell'• people 4on to 
'be Ooap,rollar '• epaoe, an4 80'1'1DC 87 ott1oe -

217 
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K.II.Jr: 
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Bell'• branoh - 1n'o Kettlettnaer'e epaoe. 

I van' 'o eee ano'ber 41agru. n eoun4a 
ot - I would l ike to take a look at tbat . 
Mao whanever thie .. etlns le over to Juet 
you walk ln. Thank rou all. 

klld 
Aek 

let 

218 
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10· M1 

AIIDlCAII COUOU.'!I 
lupoa, ......_, .t.ac. S, llNO 

S'l'li!C!LT COWJIJ:&ll'l'l.t.L 

stmnei'fl lar -teri&lo for ChlDa1 otaUoUoo of illporto at 
laocoon re-e:r:por\04 to Chlna 4url.nc t» perio4 t r ca 
JUDfl 1, 1940 to JWMI 30, 1940. 

SIB• 

I baw tho hoaor to t r-U M....,lth otaUotlco of tba 
tranoit llhlJ!Mnto of ....,. ouppli .. tor China •'" 4u.riac the 
perlocl. trca June 1 , l!MO to J""o 30 , 1940. 

'fha ouppll.. re-e:r:portecl. troa Ja11soon to Chill& lD the 
periocl. otatocl. were .,...l.ucl. at !Ia. ?&8,&&4 or, at the rato ot 
exob&DCO """ preYaillDc (one napee equalo $0. ~), *230,&99. 

!be total Y&luo of all ....,. ouppll .. tor Chlna llhlppecl. 
throucb l!W'IIa up to Juno 30, 1940 wu Jte, 120, 2&3,021 or ap­
prozlaatel1 $41 , 382,396. 

I . Looaar4 Pvlotr 
A8erl0&11 Tlca Coaeul 

Ia trlpllcate to the ~· 

800 
Jo 

a ti'M cow of 
the otc-cl. oriclul 

(I) Jo 

21! 
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laporte at 11&acoo11 n-expor1e4 to CIIIM. duzJ.oc tho porio4 t'roa 

1364 IUlituy etoree llu .. la 1108, 850 
187 Machine cun ace•••· lluoela 3 , 500 

50 ( 7.63 •·•· Pietola 1000 pee l!elciua 50 , 662 
( 7. 63 e.a. Cartr14cee 200, 000 r4o • 11, 616 

2660 '!.Jf. T. u.s . .&.. I? ,42a 
1 60 • ••• lnfU\J7 •or-

tu anu, 1.0. s. 0, S.J. .• 2,767 
500 

( 
• 45 Col. Cartriclaee 1, 000,000 r cla u.s.J.. 83,851 

) 
) 
) 
) 
) 
) 
) 
) 

Kauer a 100 pt•c•e 
( Col\ .45 Col 8 • 
( Colt 380 2 • 

16 ( .38 a...ol ... r II I 

( • 38 Col. Cartr1dceo 18, 500 rcla 
( . 45 Col. Car\r141•e 4,000 r4o 
( Colt 380 C&rtri4loe 1 ,000 r4o 
( Stool bullet proot 

Jacke ta app. A apple 10 p11CII 

BECJ.PITUUTIOII 

V&lueo by country ot orl.cin 

VolU8 111 
Bu:'Dell 

512, 350 
183,750 

62, 268 

TolU8e b:y t,y..ee ot 11&\lriole 

Uo1t ~t1ty VolU8 1A 
Jblp!OI 

Ulllta:ey Storee "'CUe 1,364 We,850 
I? ,422 
1'7,034 
64,448 

Explot h.. ca.. 2, 660 
Cartr14&oe !IOUIId 1,223,500 
Jire...,.. 
llitcellueoue 

0 
o, 

T 

922 
768,664 

BoncJ<oD& &,458 

-"'<. 

• 590 
• uo 
• 3&t 
• 1,292 
• 443 
• .... ... 92 ,. 
• 922 

7ee,&M 
• 

-• l 
Value 1o 
U.S.Dollare 

153,7011 
55,128 
18,680 

TolU8 111 
u.s.Doll&ra 

152,61111 
29 ,227 
29,107 
19,336 

276 
130,699 

• 

Regraded Unclassified



221 Treasury Department 
Division ot WonetarJ R•••arch 

( ) Duo llep~~l94-19 f.O, 

To: Seeretazy l!o"'!ei'IUlau 

Fro111 : 

Appended is a eop:y ot a 
manorand""' wtdeh Capl.&in Mea~n 
gave to :you which he lett w1 th me . 
You JIAI,y want ~ glance a t it. 

_() 

IIR. II!IITB 
Branch 2058 - Rooe 210 

• • 

• 

I 
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St1Nh1'7 ....... ~ 

C119taia hlutea 

lloa'bJoot l the ,..,.,.. a.loU••• or tbt Oa1\e4 Sbht aad Rullo 

I . COIOUJIIOD 

the Prea14eat aa4 t he O--cre•• ba•• •o1ot4 t he 4e\eralaat1ea 

or ~h• Aaer1ooa poepll to prtYeat t ho traaetor or aA7 E~poaa-bel4 

um~orr 1ft tho v .. tera 11.-lepbero t o 0117 ooa-AIMrloUl oo11aU7. 

Ovr GoYtna-tat bat 1DYUe4 tbt L&Ua AIMr1ooa oouatr1 .. to Jola 

ln a 171tn of h.-lepbere pl"Dtoetloa wbS.oh •••• 4epea4 prt.&rll7 

ror 1u a1l1\11'7 nppen !lpOD the U.Ut4 Stat .. IOYJ oa4 u.q. 

Ia 1441\lea t o th11 roteatl)' •••••4 hla1ephlr1o r .. poall­

bll1~7, tho 11111\14 Sto\" ba1 U1 owa 1ater .. tt 1D tho ro.r !ut to 

4ortt4 olld aq be eolll4 ..,_a t o pl'lftat the n'blloi'J'D" of ~uetrolla 

aa4 lew Z.olaa4 bJ Japaa. O.raaQ lD lfU'IPo aa4 .Japaa 1• ula are 

O?lol7 oppo .. 4 t o tlaot 4Mlan4 ool1o1" ot tbt Uai\14 Stat ... 

RtpNllll of tbt oet- of tbt prtllftt ttJ"'IGle 'Mtwe• 

GePu.q oa4 Great •r1\&1Jl, u. lllai\14 ltat .. ou Mre aaa117 lldtala 

tlluo roapoaa1111UU .. 1t • appronaate aq111Ullft• 11 ..-.. tdUMI& 

-ac tlat IJ'Oat power• ef tile •••lL W1 tJa u appronaate balaee H­

tw•• tho IJ'Oat ponr1 , aa4 n.. nr n.--at pJ'OCI'ID 11 well 

ltarttd, the -1\14 lbtu 0 -u, aentUeaU7 •A•nu• thlll btaY1e1' 

rtopono1111Utlu. 
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,,...., ........ - ' 
uUoaal ~U•• ••-u ~ ..ae la ..._. •• •-...a t• lllllta 

of lila ••1-por n•' .-t\eft ef lone\ to"l• peUq. 

aue1a ua -t&A CleaatuUaep1e 8114 tile ••tro1 or t• 

aoephO"• ua Dal't-u .. a ... Petar ,,.. ..... , . 11w1-. , ... 1an 

_..., Oreat h'lt&la .,.po ... lbiN1&1a etterh to .. b .bUeh •reelt 

l.D Con&UDUMIP1e, ht lll 191• ll'eat bi\&la ... -.11&A ....... lt • 

w laula'• .-qula1Uoa or, ... ltralte. 

Ylla pi'&AOPhMt COal et ~- torelp poU07 attar 

1'1.8 vu H&vt.\7. A •-NI'7 oore1lar7 • • • ber arran to prneat 

tile t oraaUoa at cea11U-• tC&laat ..... loa t he Sonat ..P• ...._ 
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I : .. Wltll 1 ' • eneete•e eQs: a I'• ,..._ u -
tww h•s. AU e6 t21sr 111 11 t tr Qs:Sel Wlf 1 ?e! a Q e 
.. 11lt\le h ,, ...... e1 •ee'• ....... ftls .... Wll'l 

-a~aa. .. eat ........... la I¢ PI elUM .. PM sSJ 

• 
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H.M.Jr: 

John 
81ggtrt : 

H.M.Jr: 

8: 

R.M.Jr : 

8: 

R.M.Jr: 

8: 

R.II.Jr: 

8 : 

B.N.h : 

llello. 

&upn 6, 1~ 
1:11 • . •• 

Jaok -- Johll 11gere oall111f, llr. leore\aJ')". 

Goo4 1101"1l111f. I Olleoke4 up on Ulat an4 
U!&t'• all r1pt all4 Phil ~~ h autbor­
ha4 &o be there tor •• all4 lw • p1nc to 
brU. a laWJar wUb b1a tlbo'• ent1re1J 
faalllar nth llbat bat bappne4 before. 

All r!Pt, a1r. Be' • au r!Pt •• tar •• 
reepona1b111\7 all4 atf111at1oa nth tba 
11'1 Utb laUon h oonoel'fte4. 

!bJ.a aen Dnar. 

r ••• a1r. 

ru. Be' • qlll te all r1pt. Purrh •• 
at ~ bola•• laet n1pt an4 1w Youell .. for 
lala. 

All J'l&llt. I Jut Uloupt U •• n .. to 
ol ... It beoau1e 1t aa .. o4 a 11ttll b1t o44 
&o ba'fl thh parUoular probl .. be1nc 
lllllltlo4 1ll a 11000 aoparaUlJ or 1n4epeo4ent1J 
of tba 11'1Utb 111 .. 1oo. 

lo, u•o not. Bo'l lwre all4 tba lr1Uell 
IUooloa lOOt b1a t o Pll111p roanc an4 1t'• 
all qlllto all r1pt. l o, lw' • part all4 
paroel aDI a1 a .. tter of foot 4ur1ac tba 
ta¥ 11r. l'llr'f11 1• br1nclnc o•er 11r. Dewr 
u4 -• ottaor pa&loaan 1111o 1a nth ll1a 
W 1DV041DM b1a M M . 

I .... lo A14 Ulat lle JuU -e o•er llore 
•• u.e nqu1t of Ill'. ObvOillll to ball4le 
tlale epoeitlo prob1 ... 

lo, 11.e o1AN4 onUrelr t~ Ar\llur ,...1• u4 •• a .. uor of foot I u 1n a 
.., NlpOIIa1blo, 01 I to14 b1a that tll.eJ 

241 

Regraded Unclassified



8: 

R. M.Jr; 

B: 

B.IC.Jr: 

B: 

B.M.Jr: 

8 1 

-I-

= w ..... PMPJ,o lftl' beN wilD ... 
N la JIU'U-- PliHI or U •to 

....... t11a lillY!• IIOQlo wilD .a••t llaft 
a -noftlll or • 1l ult or nOI'fWIII· 
'111, I Mo. 

242 

M4 t11ar llaYo a lllooloa uro - ot ntuoa 
la'Nl -· - - u upon u lalo luo. 
lfeU, .... J1nuo ll pl ... h 'llo lB beN lB 
a ..., r .. -..to oo I •• .n•o h 1ft .. , .... 

• 
lt'o all nell'· Bo oloar«' Ull'o1IP tlla 
lllHlOD, iao •• _, to Pblllp 'fCNIII - ;lao 
,.. tulqlll .. loa Ul4 II'. ,_..11 ..,. *' 
lie'& Uko to ban !ala P' .. .., ooall&oNU•. 

WoU, tballkl IYII' 10 nob, Ill'. 

loa'ro wl-•. 

loot-~·· 
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R. N. Jr: 

Operator: 

fi,M.Jr: 

llan4olpll 
ltu.J'CtU I 

B.K.Jr: 

B: 

R.M.Jr: 

B: 

li. II.Jr: 

a: 
B.M.Jr: 

B: 

li . II .Jr : 

8: 

B.M.Jr: 

8: 

lello. ........... 
IIUo. 

leUo, lellrJ. 

low SN Jftt 

Clla, I'a preUJ Wll, 

..... '· 1,-o 
9aD3 •·•· 

I ~411'' 'bo~ll' JOU OD Ya•Uoa ba' .... , 
I _, 'o au Jft U aoatWJIC ,., I ou 
au :rw u4 aoboq elae. 

%eah. 

%oa baYt a no'' 1a 70~11' lank for 1)00,000 
tor oat Jl:r. lklbeaOit. 

lbot 

Joaopll lobei!Oit. 

J o topll lklbtnok. 

%tall.. Wbo 11 11114111' 1n41o'-tll' 'bJ ~ U. I. 
OoYe.-en,. 

%••· 
ftla' nose 11 ooatnc ... .,.,., thorur aa4 
'ldMa JOV Ultt a look u Ule oouaslftl 
ro•'ll tot ..., I'a eon of laSONaW.~D4 
u roa'4 111q111:ro .... , u 0114 u ~ 
t1114e Uaalt la a poaUlH *' U Ilea to 
to -w11 ._ ..... 'll' .. ,, ua'' .. , 
•• tbo oolli,oral len't aos, I 14 app:reotato 
a tolarpboae oa11 fl"ool ,... 

I .... 
' 
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H. M.Jr: aee7 

8: 

H.M.Jr: 

8: 

H.K.Jr: 

8: 

H.N.Jr: 

8: 

R.l!.Jr: 

8: 

H.M.Jr: 

8: 

H.IC.Jr: 

B: 

H.K.Jr: 

Yeah. • 

And I think when you look into it 7ou'll 
appreciate • • • • • aee' 

Yeah, I eee. 

0. ' · ' 
AbeoluttlJ. Yea. 

And it 7ou'd keep the tact that I'a 
i ntereated contidential, I'd appreciate 
it. 

Yeah. I'll do that . That'• t ine, Renr7. 
W_e'll do that. 

I think part or the note ia due on the 
Sth. I think part or the collateral. 
There'• another note back or it. So it 
70u1 d look into it and gi•e •• a call 
70u oan oall •• collect troa up there 
I'm alwa71 glad t o help out the Bank. 

All right. Yeah. 

O. I . 

We' ll look atter that. 

'lb&nk JOU. 

Verr good, Henr,. Good-b71. 

Good-b7e. I 

Regraded Unclassified



B,JI,Jr: 

Randolph 
8urreu: 

R.M.Jr: 

B: 

B, JI,Jr: 

8: 

B. li .Jr : 

8: 

B. JI. Jr: 

B: 

! .M.Jr: 

B; 

B, JI,Jr: 

8: 

!,JI,Jr: 

8 : 

ltllo. 

lello, lta1'7? 

t••· 

&unn fi , 19'0 
9:IJ5 •••• 

Well, ~~ 11 llu4olpb aca1a. 

til. llaD4olph. 

fba' DO'' ~' rou'r• 1Dttrtttl4 1a tor 
t'50,000 •• I'IDIWI4 JllttrdaJ tor a per1o4 
ot 11:11 .onthe. 

Ob. 

8o ~t'• all taken oere ot t or another 
11:11 aonthe. 

tou ..an tbat the owner ot tht note rtn1W14 
ltt 

teu. 

l .... 

lo" 4on't ban to lou to tba' oollattnl 
., all. AI a MUll' ot taot, aca1111' thl 
o'llar Do'• -- lt'• 41•14t4 111'0 two notee, 
0111 tor 1255,000 u4 0111 t or t50,000 - ­
~Dtt t11a other llalt, t11a t255,000, be bat 
1,00,000 or IIW t orlt CUr boD4t. 

t,oo,ooo. · 

!tall. 

l .... 

An4 be alto oan111 a nbetanUal baluoe 
eo 'ba' " 4on' t look '' tile note rou' re 
1ll,trtltl4 1a •' all rtallJ. 
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H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

B: 

R.M.Jr: 

8: 

- 2 -

I ue. Well, 

It waa renewed 711terda7 tor ab 11ontha. 

Well, then there'• nothlnc to worl'J about 
there. 

Nothing to worr7 about at all, no. 

Well, thank JOU eo IIUCh. 

Al.l rlgbt. BeDl'J. 

'!'hank JOU. 

Good-bJe. 
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.._,. cs s s 112a •a•••• •• .. de •••• .. ••• .. • ... 
, , W ..... W II a. , e, , ...... ,• 

(last, ) 1, 1, o • 
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243 
TREASURY DEPARTMENT 

INTER.OFF1CE COMNUNICA'T10N 

DATE "'cut 8, 1940 

ro Socroto.ry llorpatha». 

"'oM au-. Oochru CONFIDENTIAL 
lloclotorod. otorl1ac purc:haaoo of 1.92 ,000, M1!14' for CIWita.or 114cCNDt, ,.. .. 

uecutod. to<ll,y 'b1 U>a ol.x roportlllc beD. Aa WM tha CMo :rootor<lq, o11o ot tbo 
b6J!ko &loc boucht aboot ~.ooo fr• tba J'od.or&l leoone !al1lt of low York apiut 
tho fom .. bank11 oalo tor forward. d.olinr:r ~ to a U• oo•cerm ltat Sa~. 

C!Jio• u.rll:lt etorl1JlC waa otro111 to<ll,y, riolllc trooo .. Wti&l q.,.,tatloD of 
3.90-1/2 to 3.94-1/2 at tba clooo. !ho roportlllc 'bAI1Ica oxacutod. ord.oro to ooll 
-.79,000, of which ~.000 were tor c~rclal o,ooctrua u4 1.26,000 for a Jar 
iu\.era baAk. ~re to p;li'Cba.a• lrll? ,000 were alto eDcut•4, aad. of \heat , W2, 000 
.. , .. for •-rci&l co•cono, tba other '-55,000 'be1111 ~~ tor J'ar la.ton aDd. 
EuroJIO&D baDII:I. 

Dle ether cutt'encho clooo4 M tollCIWII 

llwioe ,......, 
o ........ d.ollar 
Lira 
b1cbuark 
CubeD pliO 
lloxtc .. pooo 

.22!7 .... 1/2 1. 41tcount 
.0606 
. 4006 
10.13/1~ d.hcOIUit 
• 20ll5 ~14, • 20315 ottorod. 

Dloro wore ,.. cold. t........,tloDO co•....,..tod. l!r u tod.q. 

Dlo 7od.oral leoone BaDic of low York roportod. that tho f ollooil>l cold. ob1p­
"'"'o • oro 'belllc co•oipod. t o i t, to 'be ,.,...ll:o4 for accout of tha baDloo 1D41cato4J 

••'''"·"'"' fro. .r, .. , ropHoontlllc tour ob1ponh l!r tho Ja.. !al1lt. 
~.•~t,OCXJ fro• Portuc&l, ropHoont1111 tour obipoo11to l!r tbo BaDic of Po:m~a.l.•ll 

troa Cbilo, ob1ppo4 l!r tho Co1>tr&l lloDk of CbUo. 
Tot al 

1'ho report of Jvl:y 31 rooo1n4 tr ... U>a :hd.oral boom llaAl< of Kwo ToR 
cl•l"' !crete• 0~0 poe1t1oi>O of beD aDd. -.ro in !to 41otr1ct1 roToalod. 
~hat tbc total poo1t1o• of all curro•cloo wao abort tbo oqu1ftloot of '12,4&3 ,0CXJ, 
a 4ocroMo of $49?,0CXJ 1o tbo obort podt1oo. !ho •It obal>l•• 1o tbe pot1t1o1>0 
are ao followu 

Regraded Unclassified



24! 
-a-

- htotttea aon PototUoa .... _.ta 
C ... \1% l!k" Nrf1 

lhon '"""' 
JacW>4 • • 11'71,000 • 1,1711,000 .306,000 u ........ , ..... ~ ,,,.1,000 7,0111,000 ru,ooo c-a 111'7 ,000 (Lolli) 411,000 (~ M,OOO (DNrouo ta 

•,ooo "- hetUoa) Lolla U.rtoe •.ooo 1,000 
Jopu a,eee,ooo a,..,,ooo ee,ooo 
Othor ~ta 1,14t,OOO 1,ote,OOO 101,000 
.1.11 otbora lit ,000 (Lolli) 47,000 (loolll) 11,000 (m........ 1a 

lli,iiO,OOO iu,Ui,OOO AA,ooo 
r.o.. Joot u .. ), 

•coo•toe4 pootUoa ta rociaton4 u4 opoa _, oterlliiC• 

!!>o npon ~ U.. r. .. ral t.oarn - ot ... Tori< ltoU111 .. _no for 
tho aecount ot .lata u npono4 1v lloo Jw York ocoaotoo of .ro,..,.oo bo.a1r:o 011 
Ju)¥ 31, ohooo4 \!!at ouch .. poot\1 htallil fH,440,000, u iaonuo of $t2,000 otaoo 
tho lut report 11 of J~ 3'. 1DG1-4 ia Ulto total won $all,t14,000 to 4opoot\a 
wltb tho Toknh"o lpeoio llult, ... York, a4o lt' 1\o liJ'UGhoo 1a Clllia, u4 tun 
wore ao 4opodh llota4 for tto looa4 otttoe &114 .ra....,.oo llroacboo, !be onrUaft 
of tho 9&4 otfloo &114 J&pOMOO lloako oa tbll -b of Toknh-'o ... York....-. 
•u $54,577,000, .......... ot •u.eae,ooo ola&o J~ 3'. !t&.to .... u .... ~ 
rlpl'loeoto tho t ..... fer of &a onr4r&fi 1a tile - of tho - of J&pO& froa tloo ._ob ot tbo ... Ton: ICIDD,J to Uloeo of tho Toknho• l~oto -·• baa4 ofttoo 1a 
Jo)>l.llo l o '0.114orotu4 \!!at thto h4oral 18oarn Jul< of In York to tme.oUptliiC 
thlo t raaoaotto11 tvu.er, }l&l'ttcnalai'J, rit!l & .t .. to 41ooonr111C tho t7pO ot 
collotoral tbat 1..- 1IU.1M t!lio ..... tran &114 U.. 41a-1Uoa ot tloo oollatoral 
C.o t!lo owrtr&tt \l'ulofar - &ttaota._ 

!he Joa'bq colt prtaa wu oU~tJ, ~r at tba .. .uftlallt ot $33.72. 

Spot otlftr ta lloa'bq abuoo4 t!lo -.uhalo11t of 1/ .. to 44.81;. 

lJo LoadAoa, opot aUrar.,... flo84 at 334, ap 1/M. !t&o fOI'W&ri prlOI.,... 
23-11/1.64, .., 7/lM. !t&o u.a. -.utftlaoto .. ,. 41.?1¥ &114 41.211¥ napeou .. J,. 

llaaq &a4 ...._., ... ulnaat priH tor fOI'Wlp oilftr.,... -ba•ca4 at 
~3/f.l. !t&o "'-'7'• panllaM prloo tor tontp otlftr.,... &lao "Mbs-... &t 
~. 
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111pat e, lMO 

., aau Jr. hnlu 

I • luloaJ.ac 11a ... 1 ~ tile tollowJ.ac thnl 

-ruaa wbiolllr. •raat~aa~a prcala.a to ana 1ft 

laat D1pt1 

011 letlurlaa 1a Dateh leat la41aaa 

lttaotl•aa••• of IJport CoDtrol OD 
1•1at1on Qaaol1aa1 1•1at1oa ta\rl­
oatlac OU 1114 'huutbJl te.aa 

!be Patrolea lltutlon 1a lapu. 

10111'1 aluara}T, 

(Signed) H. S. Klitz 

•••• notaf ._ 
Prlnte IHNarJ• 

Mr. 1r~v 1. hnll, 
Br1Uu PveWiq a-l111la, 
716 16~ Street, I.W. 
WaahlBctoa, D.t 
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...... , '· 1,_0 

1 . MHNlaa .. -fflllal _,1 ... Ua1 late .... -
U• " lillaft -{~ 8'-,IN OU If ... 11"'1 a114 
\Ill ........ U ..... NflMI'lll ill .... 1&1, 111&111 
••• •ta a eue•ltr et 1,000 MJU 11 a .., et ntau .. 
.... u ... , ........ - ..... .. ...... n..,. ., 
- ..... 1\J (1,000 .... h • ..,, ll ..... ..... .... 
u... la•U•• er 16 ...... ~'~U.C h ~- •••~" 
.,.,. .. Jlaael •lUl tall' lttlll..... WUi Ule tt .. 
• , ' • •• • ,, 11 .... ..UtJ ,, ...... u.. - -
• ..,.. ., '' 100 ....... < .. ~~~a .... ,. •'1111 " n• ... ,.~u.~~ee ...... a. .. ._ .. ,, t.U11 .. ,..,., ,, 
blllt ...... .... fill ....... , 11811 ............. , 
u .. .., uu:a., ._,a. .. ._.. .. ,, IMill ~~~a .. r .. iu-
'"' , ... '" ... "" ., lal ............ "" .. , ltl'tala.) 

I. fill .. UIII'lMU .. ,, 1114111 Jfllllfl a-..t 
" auu ....... 1 •• , .......... ~ ....... , willa 
• ...,., ' aUUn ..,..11 ..... n ... , ... •MJ••· Ia 
19)1 1 .... 1 ... ,.... ...,., 1.5 auu.a .....,.1, at eu 
,... ...... laaU ... , bUll ..... u, .... .., ......... 
,. ....... uueaa1 •-"u" .,..... •---*'_... 
,.1 ... ( '"' ........ , ftSA _, - , ....... ) -

( IIJII ........... te ..... l fll" .. tNa aU ·-
\1'1 .... 1f)l -· ,. .u ....... 1 •• , ..... ~ ill-
.~ ... at S.aat II •lllla -...11 et ...... eU, all4 
at llu• 1 •lllla er •"''•• all4 111 •'"• If ,_1 
eU. ) 

IDIW a;J.Joe 
1/6/ 110 
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.... , '· lfllo 

lllat '""' till _, IIMl•m et (a) anaU~~t ••U.. (' ) , .. ,, .... 1onaau .. au_. (e) .. ._.,1 11 .. " u. ilet 
tt .. ...u ... ,...tft .. aa ,....,, U.m• wtU ...._ m ,_.,, 
alU\IP1 eftHU-11 - " 'lie a· a &a .......... It 
... , - ..,. ..... 7 b .... - "''rt••• ........... .a. ttte~u-.. , •• 11 ._, •"-" .., h .. , .... , u 11 dnet 
t-.,l~Mlr LMitMUn. ftll _ _. en •-.en• tatt..Unl 
.,. .. , u ........ - ......... ,...,, ... a- ........ 
tannt~&U• late t111e ••J•• 11 _, ...... ,. .. leftdtl -
tluttae- llle.,... • ta ...... , te Ull '""""'"' .. u­
tttt~Unalle at Uae- .....,, •atNl • . 

filii ........ It - llltu•• ....... M M al t.U.11 

1. +UJUft tt•U= 
a. l .... Ml 'Mea 1 3 lftl .. leN -. 1 IIUUM S....11 II .. uuea p• a ,. •• •• -. IIIU teaa ..,_..._ 1aJWt .-.uu.e 

•t "',...,1 ~ til a wtallll • - .... MP _. aft&Um IU 
"' It INI all aal WI1M1'7 ... u... II tM latlll ... lllllll 
U. 1\alltaN OU ..a .. ._ .. u ..,. .... al8Mt 1 .. uam ....,.11 
tt 111 ........... ••• ., .... Mt liMe lleW -~ et lt ~ wtU 
11U 11 laJM, 

' · • Jla•• • ,.u • ...._.. .... (m.a • 'Idalina ..u-
..,., · -·"·. Wl .. lt .... .,..,. ..... , .... -·11 ...... ltllflj ...... . ~. ..... - ll ......... ., __ .... _ ..... 

.. lll'tl .. te .. tnelal -tuHUal ~ .. , ...... , .. 
... .... lna; ,..._,, •••net,.. ..... ell wta t11e ..._ 
lau rae .. , ........ N 4l•lN• .. , n ,..,..., e1 ...... IU 
.. u., ... t1 laJM u .. 'lie= WiD .......... tar' J..a 
" rttll, ..... 1111~. .. •l• .. ..... .. , " 
" .. ,.. .. •• ,. .. te •· lUcr, -.&It .._ ... :a=. !' •• ,, ....... , ....... u ............. -r~ lee& .. .... .. .. 
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s~or~tary of Stat•, 

Washington. 

3576, .&ugu.et s. 

PL4DI 

Loodon 

Dat~d £uguat 6 , 1940 

Jlco' d 1 ; 30 p.a. 

lOR TREASURY FROll BUTTERtrORTH, 
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After an un1Dt.:rruptcd rcduot lon 1D r.giatt~ 

~mploymmt from 1,519, 000 in January 3 767,000 on JUDC 15, 

th~n was an 1Doro:asc by .July 15 of sa,ooo, bringing the 

tota.l to 937 1000. Govcrnm~nt epokumcn bad warned tba.t 

un<mploym•nt would increase slightly following the lon 

of export ma.ri<Ets 1n Europe npeoio.lly for ooa.l, wbiob i~ 

duetry a.ocoun~cd for 36,000 of the inorca.ae. Benrtbclcaa 

the toto.l number of unemployed men wa.a leee tban a month 

a.go , the inoreue 1D the total being dUE to ~r.catcr n­

bera of unemployed WOlDEn and juno.ilca. Oonrnmcnt IIICMUn 

taken 1D the past two months for curtailing production for 

the home -rtct, combined with th~ lo .. of export martcta , -for many types of manufaoturrra , ba.vc ta.tcn cffeot more 

rapidly than wor kErs oould be absorbed into wa.r 1nduatriea, 

Organha.t1on for th1e absor ption 1a being developed 11114 

thl< 
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.LB-3- Jo. a576, August s, from Lolldon. 

the prcecnt inoro:aar in unrJDl)loymcnt will provw t..-

porary. Howo:vrr thr aPPo:nronoo: of th• unrJDl)loymrnt 

figu.rn 1\t thie momrnt will do\lbtlue lo:nd urgrnoy to tbr 

ineiehnoe by Pnrli!llllrnt ond tbr prue for n ~~~~ r !!!1gbtm. -ing upoeition of tbr British Gonrnant•e r oonOIIIio poUoy 

which thr drbe.tu on thr t1na11oc bill arr bringing to a 

hell4. Tbr naturo: of Bir lt1ngelcy Wo0d 1e ~t hae again 

fooueerd nttrntion on other poeaibl• mrane of rrduo1ng ooo­

eumcr cxp«nditun end h&lting inflationary drnlopmrnta. 

Greenwood, Kini&tcr without protf olio , who hrada the 

Eoonomio Policy Collllllittcc (err my lio . l517 of Junr 5, t hird 

paragr~h), ie making a statement in thr Houer of Common• 

tomorrow Whioh may throw eomc light on thia aepcot of the 

problrm. 

ltEliiiEDT 

CBB 
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Kr. ~er-

llr . -· UMENT 

INTER OFI"'C£ CONNUNICAT10N 
OOBnDEli'!UL 

DATC Augaet 6, 194o. 

TO 

Mr. Baa • 

SUbJeotl 

Seorata~r anthau 

Currant ua1oJ*ente 111 the H1gb.-grade Seouri t7 
Karltetl 

(l) Cbangee 1A the pr1o .. ot 'l'rea.urr eeourit1ea dur1Ag the 
thre.-week period e1Aoe Jul7 15 haYe been re1at1Ya1J -n. 
'l'reaaurT Aote e aAd boDde w1 th 5 to 15 Je&ra to oa:u han 
deol1ned aligbtlJ on balanoe, but 1ong-tera banda han 
r1aen (Chart I ) . 

During the atahment weak ended Jlll.7 24 -- 1n whioh the 
new '1'reaeur7 bonda ot 1954-56 were iaaued -- the 'l'reaturJ 
boll4 ho141nga ot weell7 reporting aember banke 1Doreaeed 
$1!1a a1ll1ona (Chart II). 'lha raderal Jluerve Bank a han 
acquired through aw1t0b1ng operation• about $33·5 a111iona 
or the 'l'reaaurJ notu aaturing 1n September 1911-3 e1noe 
those not es were issued 1A JWle ot th11 7ear. 

(2) Higb.-grade oorporah banda ban t.prond al1ghtl7 in pr1oe 
during the paet three weeki (Chart III). Kunloipal boDda 
a re now o1o aa to their record low 7leld (high prioa) ot 
laat Januar,.. 
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(}) 'l'he new Colaod1t7 Credit Corporation note 1e about 1A l1Ae 
w1 th the urltet (Chart IV). 'lhe an !re&aurT bond ot 19!)11-
56 ia at1l1 aeU1Ag at a lower Jie1d - - i.e. , at a higher 
pr1oe -- than aigbt be upeoted troll a ooaparleon with other 
'l'raaaQrT 1esuea (Chart V). 

(II-) A tWld ot $100 ll:apt ooat1Auoual7 ineeted l1.110e Deoeabar 31, 
1933, in the l.OJ18 .. t-tera !reaaui'T boll4 would nov han a 
aarket Yalue ot f].4o, equ1Yalent to a return on the original 
innetlllent ot 5-1/4 peroant ooapoWldad ee~~~iaAnuall.7. A 
e1mi1ar inYeattent in tha 1ongeet-tera !reaaur,r note would 
now aaount to f126, equiYalent to a return ot 3-1/2 peroant 
(Chart VI). 'lhe aagn.1 tude or theae earning a -- prino1pal.l.J 
attributable to appreoiat1on 111 the aarll:at prioea or GoTerD­
aent eeourit1ea -- hal.pa up1a1a the uintananoe ot banll: 
earnillga during the period, but oreatu a 411..,.. tor the 
fUture. 

(5) Britiah ~1/2 paroent ooneol.a baYe r1ean three pointe, oa 
'balanoe, aiaoe Jlule 26. 

• 

Regraded Unclassified



~ 
--rfO) , .... 

) W 5 JOU'O 

80D41 
~o 15 70U'O w oaU 
~5 :rooro u4 nor w oaU 

- I! ., 

263 

Regraded Unclassified



264 
seoretart lllorgentbau - 3 

the Reaern Banke, 1t h etrilt1ag 1D rtn or tiM taot that a11 
or tbue not .. ban been &OqlllN! 1D the II&J'ket 1n tbe C:! 
ae1'en weelte through n1tob1ng operat1one. The Reeerre 8 
held none ot tiM 3-3/4 peroent bonde ip exob&nge tor wb1oh tiM 
September 19~3 notee were ie.ued. 

II. Other DOM at1o H1 gb-gn4t l!touri u .. 

High-grade corporate bond pr1oea allow a nall net illpron­
aent t or t he three weelte e1Doe Jlllr 15 (~ III). llun1o1pal 
bonde han done •-bat better than eit~TreaeuJ'1• or ool'­
poratea. the Dow-Jonee a•erage J1eld ot twentr 20-Je&r bon4a, 
aortng 1nYerael r to prl.oee, bae deoreaaed b7 tin bae1e pointe 
1n t he paat three weelte , end 1t now, at 2. ~ percent, two bade 
pointe ab on ita all-tt.e low II&J'It eatabliaud lut JanuarJ. 

New corporate and IIUD1o1pal bond t1Dano1ng 1D the Wew Yorlt 
market 1n the week ended Jlll.7 20 &IIOW\ted to •11 alllione. 
T".a.l.a oo11paree with tll~ .qll1ona 1D tiM prertoue weelt. In tu 
two weoke following. Jlllr 20, the YOlWDe or auoh iuuee totaled 
only $}1 m1111one. It 1a 1ntereeting to note , howeYer, that 
incl uded in the new f 1nano1Dg ot the week Juat ended waa an 
1aauo ot il5 a.lll1one ot Hew Yorlt State l-1/2 percent, l to 15 
r ear aerial bonde, whioh were awarded at an intereet ooet ot 
1. 50 p eroont. Tbla ie a reoor4 low rate tor bonda ot euoh 
aatur1tr . 

I t 1e aleo intereet1ng that on Jlllr }0, tbe Port or Hn 
York Aut horitr ottered $4 allllone ot retun41ng bonda, due ti'OII 
19~2 to 19116, and reJeoted tbe lone bid, equ1Yalent to an 1Dhreet 
coat baeie or 1.~ percent, reoe1Ye4 tor the ieau e on tbe groun4 
that there wae no oo.pet1tin b1441n&• 

• 

III . lin J)1rto! ,,., g.w=tptttl Gqn-·•U Iewet 

the new 3/~ P!troeat Co od.1 tr Ore41t Oorporat10D aote 
mat uring IJla7 1, 1~3, wu quoted at loo-13/32 bid, on a wben-
1eeued baah, at tb& oloee ot tb& t1rat 4-r ot tra4111g attar 
the oloae ot tbe 1Ubeor1pt1oll boolte. At tbe oloee Jeeter4&J, 
A~~g~~at 5, the b14 pr1oe wu loo-10/32. equ1Yaleat to a riel4 

I 
ot . 63 peroent. Tbla eppeare to be 1n line with tu ~·t tlor 
guaranteed eeour1t1 .. with liO opt1oaal oa11 period (0 rt IV • 
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The new 2-1/4 pel'Oent freaWl'J' bond or 19~56. whiob thne 
weelta ago waa ttlllng, on a wben-iuutcl baa1t , 1-.t~at higher 
1n pr1oe than 1100114 bt 1n41oahcl b7 a o~arhon with other 
1sauee ot 'freatllrf boncle, h etlll etll1118 out or line on the 
upside. Th11 h 1nclioatacl 1n !!bert y, abolr1n& the J1elcla ot 
low coupon Treaeurr bond• with 2-, j-, and 5-rear call pariode 
reepeot1TelJ. !he chart abolre that the new haut 11 etlllng ~ 
a somewhat lower 71tlcl bae1e -- i. • · , a biaher price -- than 
Jlight be expected troa a OOIIparieon with oiber baa .. with 2-7ear 
call peri ode • . 

!he new haut w•• 1Aollldecl 1n tbe aft"Ct J1tlcl ot loag­
tena Tre&lllrf boDclt \ 1. • · , bondt with twtlft fl&re or aore to 
earl1ut call elate) on Jlllr 22, with tbe reault that the &fti'IC' 
eaa reclaoecl b7 roar bade pointe. On eaob or the laet two oco.. 
alone when the o011poe1t1on or the ,...,.nee ob&agecl - - 1n J1111t aD4 
1n Septeaber 1939 the aftrage 71elcl waa 1ncreaeecl bJ roar 
baa1a po1nh. 

IV. Innetunt !5mer1ence in a B1t1M Boocl "•JO!ret 

ohir~ VI ahowe, aontbl7 tl'OIII lleotaber Jl, 1933, to elate, 
the marke TtJ.\lt ot two tunde ot $lOO each, one Of wh1oh h 
as8lllllecl to haTe bean oont1nu011tl7 inftttlcl in the lonaeet-ttra 
'l'reaa11r7 bond oatatancl1ng and tbe other 1n the long11t-tera 
Treaaurr note. In each oaee, all 1ntlrett rece1pte are attuaecl 
to han bun re1Jlftate4 at the -.rltet, and wheneftr a longer­
term 1aaue beoaae &Tallablt tbe inT8etatnt h attuaed to haT8 
been l 1qaiclate4 aD4 re1nTtttecl 1n t he new heat et the aarltet. 
Shown alto on the chart are eaooth ourTtt 1ncl1oatlng t or t he 
same pel'iod the aoou.laUon of 1100 at rat11 or 1ntereat 
rang1na t roa 1 pel'Oent to 6 percent, ooapoandtcl tta1.annuall7 · 

lkloh an 1JlftatMnt 1n !reaallrJ boncle would haT8 had a 
market Talue at the end or Jlll7 or 11110, tqu1Taltnt to a return 
on the or1g1oal inTI etaeot ot about 5-l/~ ptl'Otnt oOIIpOilllcltcl 
aelll1annual1J. 'l'ht 1llT8etMnt 1n 'freaallrJ not11 woul:l haT8 had 
& aarket Talue or $126, equlTaltnt to a return or &boat 3-1/ 2 
pel'Otnt . 

'fbe aagn1tuclt ot theee earo11181 - tar exoetcl1Nr the r1e14 
on the oorreepon41Dg tfp! ot 11aue aTallalil.t at &07 Uat 4nr1llc 
the period -- 11, of 00ur1e , clue p nnoi.oall7 to the iippreolaUGil 
1n t he aarltet prieta or !re&Wl'J' eeoUl'i\1ee, wh1oh baTt been 
r1a1ng rap1dl7 thJ'OIIghOUt aoet ot the period. It otter• •-
1ncl1oa.Uon ot one uthod. bJ whiob banlte haT8 been &lilt to aa11t­
ta1n earn1JI&e 4aar1JIC recent rear• 111 ep1 te ot the -t1•oatl7 
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reduced intereet ooupone on Treaeur1 obl1gat1one. !he price 
appreciation ot theae eeouritiee baa, 1n taot, aada 1t poeeible 
tor the banke to real1~te a rather eubetant1&1 net return on 
tbe1r inveetaent 1n Gonr1111ent bonde, although on11 a portion 
ot the added return due to price appreoiation hae been taken 
1nto their booka. 

The chart &leo 1lluetratee the d1le11U which a r181ng 
bond lll&rket oonetitutu to the banke. 

Deepite the rapid and protracted r1ee 1n the bond market • 
tbe ourYu repreeent1ng the aarket T&lue ot the tunde b&Ye ' 
round U harder and harder to keep pace W1 th the aooth our...ee 
repruent1ng aoowaulatione at etated ratee ot ooapounded inter-
ut. Barring a fUrther treaendoua riee in the aarket, tb1e 
relatiTe loaa of ground ia bound to continue. 

'rranelated into bond aarltet terae, thie aeane that OYer a 
period of a t.v 1eare it 1e eae1eet tor a bank or other 1n'fttt­
unt bolder or h1gll-grade bonde to ll&lte aone1 1n a r1a1ng aar­
ket . Such a riee baa to continue at an eYer 1nore&eiqg pace, 
boveTer, to aaint&in a oonatent rate ot earning power. 

In the long-ruJl , a low bond •rket ie or oour1• auoh more t ayorable ror bt.nlt earnings than a h1Sb one. ta111ng 
market , boveYer (ae d1et1ngu1ehed troa a low one), 18 YtrJ palo.. 
tul t o earn1J18 ratee, and can acre than wipe out the entire 
current coupon accrual of the GoYarnaent bond account tor aontba, 
or even 1eara. 'rbia ia the tundaaental dilemma ot a high and 
rlalng bond aarltet and the reaeon wb7 euoh a aarket makee it 
dlttloult tor the b.iiere to deoida wbetber to hope t or a con­
tinuing r1ee nth appreciation in capital nov, or tor a tall 
rtth depreciation in capital now and larger earni.nge later on. 

V. Bri t1eb GoTer1111ent 8eourUiee 

Prioee ot Bri tiab GoYel'DJIIent .. ouri tiee haTe ria en tlowlJ 
but fairl1 oonehtent11 during the aontb ot Jul1• At the cloee 
Jea terd&J, Auguet 5, 2-1/2 percent oonaola were quoted at 7}-1/2 
to yield 3.~3 _percent. 'rbla 1e three pointe abon the a1n1&Ua 
prloe or 70-1/2 at which the1 atood on June 26. 

At taohaente 
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PARTIAL P.AB.IPR!l.UE or m.101Wc Rla&IVED 

J'ROX: .t.aerloan Eaba .. 7, S.rUn. 

DATi: Augv.at 6, 1~. ~ p.a. 

110 .1 ~~. 

272 

roR TRJ:ASIIllY J'ROX HEATH AlfD J'OR DZPARTIIEN'I 1 B DIFOIUIATIOI. 

Daniell appronl of 0el'lUII3' 1 • plan for a !uropean 

111llUlateral olaar1ng qetea 11 1n41oated in an artiole 

bJ Braaanaee , Cb.alraan of the Board of D1reotore of the 

Danlab. latlonal B&Dlt, 1a an e41UoD of the BOIBBD ZEI!UJICJ 

large!)' d8'roted to DeDa&rlt vb1oh appeared oD .t.uguet ~. 

fbe artlole ooDoludea With opt1a1at1o pre41ot1ona that 

GeraanJ wlll probabl)' eooD be able to a:a:port AD 111181Ua4 

Toluae of aerohan41ae to Dellll&rk, that the proposed alllt1-

lateral olear1ng •7etaa With Geraanr u pr1Do1pal 1nter­

•e41ary Will enable Denaarlt to 1J1Port a loDg lllt of goode 

vllloh O&DIIot be proT1ded bJ Gel'll&IQ' aDd, 1D general, that 

auoh a erataa v111 a88ure the eathfaoUon of the Tal'f1JII 

1ntereeta of the 1Dd1T1dnal brope&D ooUDtrlee. 

ID ble art1ole Braaanaea refers to the 1aorea88 of 

D&Dlah DOte olrelll.&Uon troa 400,000,000 o~ at the 

tDd of 1113'7 to eoo,ooo,ooo oi'OVU at the end of liiSI 

and to 700,000,000 01'011118 1D a1d-Je&r 11140 vb1oh be 

attribute• to the r1ae of 4oaeat1o pr1oea &Dd ourrtDOJ 

hoard1JI& rnult1Dg troa enerer tu uen•nt prooedllrte 

1'-.D-"t. 

Dr. Braaenaae 

• 
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Dr. lr--• r.n ... tha foretp e:n!wlp poaUlu 

of t:be Daalllh lat1ou1 Bulk 'llhloh 4eol1u4 tr. .. , ore4U 

of 102,000,000 OI"'WDa the ea4 of the flrat quarter• of 

19~9 to a Mt 4eb11; of 48,000,000 OI"'WDa t:be eD4 of 1ta8 

thea :reooYeH4 to a .. , ore411; of u.e,ooo,ooo o1"0111la at 

a14-7e&l" 1940. 

V1thoat at&UJII ao 4ef1DUel7, tha an1ole gina o1eU' 

1D41oa t1oa that the 1U"Sel" pol"tlOD of thlt ore41t 1a .a. 
IQI of b1ookt4 tu4a wb.loh han aoouaw.lah4 1D hr 

r eauU1ng fl'oll the 1DONUH GeNU 4-4 fOI" pi"'41l01;a Of 

l)ena&ft 11bioh Sn _. hu DOt bttD OO'IIDttl'balalloe4 b7i!:Ona 
of Gerqa pl'Oduota wb.loh ~ Mede. 

Regraded Unclassified



I. O.ntral ObttryaSlgpe 

'l'be Japaaa .. han bean unabl.• to brine Mttare to 

a auoo .. stul ooaol ualoa at aD7 po1at 1JI China; attri-

tion a.tfaote the Japanaaa •ora ad•areal)' than the Chine" 

If t he United Stataa and the Brlt1ah gOYarnaaate gi•a • 

onl7 a little aaa1etanoa to Cb1Jia and withhold aoae 

au htanoe froa Japan, thara h a batter than aYan 
ohanoa that the Japaa .. a will taU 1a China. 

I I. Rtttntlop of DRaSt4 SSaStl J1ttS 1ft tht Pao1t1o 

Juncture. a praeanoa of the Battle Plea 1a the 

Pao1t1o e%aroieae a reetraiainc 1nflueaoa upon Japan. 

I h r •o•al 110\lld be the go e1gna1 t o the Japana .. 

are7 1n Ch1.na and to the Japan"' n&Y7 with reepeot 

t o f oreign territorial poaae .. ioaa 1a the Pao1tio, 1t 

eight encourage Japan to .aka a oloear aeeooiatioa 

with Garu.n7, and woald lea•• Japan the 4oll1nant power 

1n the Pao1.t1o and In41an Ooaana. 

ODlaee we are prepared to part1oipata 41raotl7 

1n t he iuropa&JI war aow, the Battle Pleat hae no 1a­

u41ata tunoUoa to parte~ 1JI the Atlant1o, u the 
Geraan •anaoa to the United State• ie not 7et 41reot. 

It and ~an the t1Jia ooaee f or ue to •o•• the 

• 

Fleet out of the Paolfio, n ehoul.d e1JIDltanaeNal7 4o 

eoaath1ng aubetant1al to g1•a further aeeietanoa to the 

Chinaae. OD17 Great Brita1JI 1e oppoelng foroa 1a EUropa 

t oda7. OD17 CIL1aa ie oppoelJiiJ foroa 1a Eaatartl Aala / 

toda7. In aae1at1DC OrMt Brita1JI - 1a llbatPar _,. -

we 110rk tor our o• aaour1t7. Ia aea1atinc China -- 1a 

'lbatanr .. ,. - we worlr. toward the - ea4. 

Thera h not -• we oaa 4o 1JI llarOP• to4a7• But 

there h a lot we oan do 1a .lela, without in M7 W&7 

wealtaaing, bat oa the ooatrar7 atraagthaalng, our on 
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III. •y•k'P' fr1tp411 J1Sh Qbtpa 

'l'lloro baa reoeaU7 lleoa a preaa oaapalfJa -- aup­
por~o4 b7 Clla Ch1oaco Da117 fr1buaa, Cllo low York Da1l7 
II•••, WaUor L1p~ aa4 Roar .U.1ral Ydoa BCarU.q - - • 
1n !aYor or "aalt1Jis tr1n .. • riCh -- or aor o ao011rdol7 -
appoaa1.Dg Japaa. fbe ars-oaCa aae4 1a Cl\1& O&llpalp 
oonCa 1.D all t;lla 1'allao1ea aa4 wakaooaoa ot t;he us aah 
uaa4 Co euppon appeaa-t; o1' ot;llor aaroaaor powara. 
!he a4Yooaha ot appeaa•oat; aro rMll r a4Yooat;J..Dg t;lld 
.. 4el1borat;ol 7, aa4 b7 acr•••at;, gho Japaa a 1'roo 
haD4 1.D ~llo ... ~ora Pao11'1o and Kaahra Aa1a. U Clio 
Un1U4 Ita~•• wro t;o aot; 1a tllla war u woa14 bo nak-
enlng no~ oal7 1ta owa poa1t1oa bat al ao t;bat; ot Cll1.Da 
and Grea~ BrUa1.D, ~llo 01117 o~llor ponra ~ha~ aro real&~ 
1ng toroo. 

IV. 

file all1a .. e 4o aot; nail to aalte peaoo n til Japaa 
oa an anaat;1otaoCor7 ooaproa1ao bae1a, and &1•on a 1'roo 
! lel d ~ho7 ll&Yo at; l ... C ona ohaaOH 01' aailuUDS tho 
Japaaooo 1n tho1r at;ragslo. A •poaoo• aot;t;leaoat ooa. 
olu4o4 bot;woon Cll1na aa4 Japaa now would bo aga1.Dot; 
Aaer1oaa 1atoroat;a an4 obJooC1••• 1a Cha Par Kaat. 

v. !he r_1a .. r o1' the aoao~ oou18~• or uoorpca 
tra. Yarlaaa arC1ol.oa oa tho rar Kaa~ora a1c-Uoa. 

Regraded Unclassified



...... 
til .. .,_ ............ 1MO 

llmDCfl o.ts-U• .t llull: .t JlrMU'e 
111&\MritJ .. Mft7 - .nata 
...... u .. wt~ * Jlllt6ln1 ............ ,., ... , ... 

111'1 

tM lwrl'-"7 ,., ...... 

·~· :0. c. 

1a ... , ......... ~··· ·~ ••• -

If Aqu\ 1, 1.8 - 1 lllaw ... -r \o \~\ ..... 

wt~ a •ow M4 ~Uoa ot ... lo\\er •-"' lr 

,.. \e~ ... 31? ot .a.pat 1, I ,. .. , oo.tt.nUc 

..,. ...u ,., -u• ..... n., .. filial _., ot ... 

lluU,laa hw•-•' W .,q •' .. rt·'e ..._.,'-

wt~-~·11 ...... ., ... , ... 

.... ~ . ............ ~_,.,_ 
~(I) 

1. 01Jr If letter ot .......... 1MO ,._ * JJouUIM -.s.ter ,_ ..... lp ~ 
.. .....wu. ,., -~· •• 1. 

ftla ...... .... 
Regraded Unclassified



iio de .r..,eiro, • 3 4e Acoeto 4e 194<> 

OebiAete 4o M141etro 
4ae !e1aooet ~trior••• 

Ooa refer..oia a •-=1- f eita por iAttnoM.io 

4eua •ba1D4a ao lederal a.. .. rn lulc 4• q1M o knoo 

4o Jratil polera ....,hr uqual& 1At t1tuioao- ooota 

4t 4epoe1to .. 0111'0, ooao ap~~te q,.. • 4o Clo'rtrao 

bratUeiro • 1101 hi'IIOt 4a oorr .. poll4..oia trooala .. 

15 4t Julho le 1937 e11tre ot Beahoret Miahttot 

More.,. \hall JUIIl.or • Bousa Coeta, aoliftoata pela 

oarta 4e 2 de S.t•'bro 4a 1938• obJeto 4a tel~ 

4o} 4o ••-- • -· MDI>o a boara 4e 1atoraar 

Toua lxoel..ota, • .au-to • a pe41M to 'Pretl.._te 

4o :llanoo 4o ~. te que ot poderet oollftri4ot .., 

knoo to lruil - :pen a _..ceo 4e totu u tna~ 

ooet aeaoloaalaa aa refer14a oorre~~poU.01a. 111ol'Uln 

a ooopra 4• a1lreh pelo reterel !eoeern Ja111i: of Jew 

Tom 4o :11anoo 4o JruU. 

AprOYaUo o eaNJO :pen relterar o• proteeta• 4a 

aaie elta oooe14eraoa0 ooa p • _. ....... 

.. ··- JIMl...ta 
(•) o....uo AruM 

277 
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COPY Or TRA!lSLI.TIOU 

hcloou.ro !:o. 2 t o Deopo.tch J;o. 3375 
o! AU4Utt 6 , 191() , fro: t!>e !:>lbaoo7 
at Rio do JAneiro , on tho oubjeet o! 
Authority of lluk of llrasil to Carry 
out ctrt&ln tr&~~ ... cUono with the 
Federal Rotti'Tt llaok of Ne• York. 

"111o do Janolro , AUlllltt }, 19l;o . 

"'leforrin& to the co=l.e&tlon etllt tbroucb 70ur l::lbau;r 

to t ho Joderal Reoene Be.nk t o tho o!!oct that the lla:tlt o! 

Brss11 ma;r .. illt &in at that 1notitution a sold dopooit eccount 

ac • ent of tho Bradlian Goverrutent ( mich H io) and in 

~ccorcl.ance r.ith the pr ovioiono ot the correepondonce exchanged 

oo July 15, 1937, by Secretor7 Uorsenthau, Jr., and Uinioter 

Sou:n Coota, which wns 11iod1!1ed by the leUer o! Septe:~ber 2, 

19}8, ..nd wna the subject of a tele6"""' of Septe10ber } , 19}8, 

I have the honor to in!orm Your Excellencf, in add1t1on acd at 

the requeot ot the President ot the :Bo:>lt of Brasil , that tht 

autborit;r conterrad upon the llaDl< of ! rt.d1 1o tor the exe­

cut ion of all the tran03Ctiona oentionod 1n the correeponde~e 

n!orrod to, 1nclu41n& the purch&oe ot ailroh fro• the Baok 

of Bresil by the Jodera1 Reserve !ank of now York. 

' 1 "vail II>Ttelt of thh opportunity to renew the assurances 

of mf hi&hoot oonoideration. 

!lh lxcollene;r 

Jefforoen Oatter;r, 

( oigned) Oo..J.do J.ranha, 

M'baoa..dor of the United 5tatoo ot J.Deriea, • 

COPT 

• 
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tiM - w 4.-14o le, ot oavM, \he rr .. t._ ad ~ 
an -.;r _. Uc>d, - ot ** ao ..... .,..,. t-*Uoa. le .... 
110\ -• w loa8d ~ • .-•r ._to ... _ u lle -.14ero h1a a r•..t1GIIU'lr• 
Bo ... 1 ao\ • .,.. eo _. lt Aftla 01 *• b Pr""-' aa loa .UO loa& 
tuae4 ·~ tna \lie naea1 al •• _. pnat- to loa --'1" 1t 1oa 
-~ late ,_.. le an~ -•~ a aooae&loa ot lob po\107 *lell 
all\llar ot \loa \ft wUl 4o 11114 t.loara .,.. - ~-• ~ loo lllclot 4.elare 
U.. o\11\.lau su..,J ..S put 1a _...., t or two ,...... la\- -
,..ttol .. " \a hUAnr loll u.u. 

a. loltMr .... ' atn&1ala - -' t o ...... _,,. .. .s. 
~ Arlll C·=•• 81'0 all _, ..ru-t 1t ,_ tolJI t o "'•• loot ._. 
h --'lolal tillS.* Mba -.LJ' -'Ua\ I ;, .... ao\ 00 _, ... , 

oa4 u 11 .. ._.._ • nu.,... at """ ......_,. 

r• "•- a. *lal""-'1• •• d ..... a loea ot •••'» 
all11oe ,._ .,... \lo07 ...._ uat• tM .u tlo\ .. -· !1111 .., • .., 
oot laal ... \uea elllalo "'-7 U... IIOl palf1 - ot til• loaSaC "'- 11"" .. 
tu 1111* 1a 1 MMa t or \loa ne4 .._.., *1* 1a '- - .. • ,..... 
h~ua\ ot • tar all \loa apl\al _. \be ru , .. ot l1h ..S ...._ 

"---·-· ... .. ... •• iWI ................ tattd• 1a 
_. larpr u..a \lola ttcvao ... Wi:1al 1a &oed.....,oa \1M ...,. ** 
t1oo ••= "' 11u ... I'H&l..,. 1a ...... 111a t.A 11\lle\ cuss•• to 11 
41e&la\aat. aa .u wr~~cn u .u, ... _, 4o .n '*' eo _. u .. 
; 5 liN PI 'ee40 loot \MJ.,.. tMe4- cl\11 a ....... I I l'loa ot

1 
... 

h \11&11' ....... ..S __, utrtSM Ia MlouiN• ftc l••ert I .. 
M\11tle4 hlllM »c7 _... ... .. •• '\e ....... •"Ml 
- ·--P7 \ o fOI\ \be ~ I .... M 1\e , ... , IU ••• ' 
1a .U.tlot1e4 t • W11P .. -' cull**'"'-_,. .., ,,.,.w, -' .. 
.... ot -.u .. ·-· lHI ot ,_, ...... ,uu., ...,.. ~ ..,. 
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tor a•~• h tiJMUathd •• eoaoOill.o ...stu ... 1M eaoal..,.~ 
-•• daea \ h a oU 1 opalaUoa. IIlia 11 n•s-.. .. ..,... ... Ullep\1Joc 
a t ... .,..Uao\a l ..._.. lo\wl\hnaal1n& all \h11 1t WGld be 11111111 \o 
~t tA:t nrona ........ !be Ins..,- of \ha OU Co. reaipad ~ _. 
udt bil raaipaUoa ......, 1a a lfthr 'lhl.ab 11'"1 a lot to read """" 
tbl ll.a ... 

I .. oo\ \all Jell allaoa\ \ha a1dal 1alllaa\r1aa u 7"" 11aoor 
oora about U \llu I· lal\har .. 1 ha•• \ o 111 ~Qthiaa abooa\ the raU..,. 
11 7"" .,.. oaad~ • ..,.. ot \he o.adlUooe \harliA. 

O!lftQio- !II• aoow t. na landa 1a \he oo\tOD dl.nn"' 
~4 hr1al a -=·na datiai\ 1t \he oo\W. IOilU be ..U h- at a pr111 
_.. ... aar \ha priM 1a \he ~W lktaa. t o aw14 \h1a lo• .,. 
Qo .. _, ar\111~ h.u ft1Md ~· prlae \o .so.hla• 1a t bla ~ nau­
lac teo hii"T lo- t.o \ha protuw. •t. ...._..laa \ha oon of U'f'bc 
to t.ba •- for ._ ..._ 1a a _,. -~aarr art.llla aod Mlt1aa 1t. _,. 
d1fti lllt for \ha t.ut.Ua ~. 'lhl.ab 11 aa 1aport.aat. ladub7 1a \h11 
coaU'J. 

lulaaaa ..Unt.r hal..,.. don_,. ... oh o4 it 1o llllaraUT 
<oAo14arad \hat t..........ua ..... «l t.o 8011 la11 \haD t.br11 or foar -t.h a ap, 
ltll.lt 111oh 1 fan h ~T dloa t.o poUUoal latllle:llll U DO'iloq -t.a 
to ba a\otllad 1Q> aot. bndal tlbat. \ha ll..Uoe rallllh '01.11 be, tbe tm'mtJ 
11 llOt for t.ba be\t.ar U ll tba md of t.IM ,..... for 'lhl.oh period I eUll 
tell quih ept.la1.Uo. 

Mt!!l!e• Ut.er tlla ptawn 1 bna b.- pa1ot.laa t o ,000 md 
wkl.ob 11 oal;r par\ of t.ha ....... - aboool4 1•,S,. \hat \he ...,.,. .......U 
lin a t.aodmq ot \ha pell wakm'•l· •-• .......,a to "'• \h1a 11 ... 
t.ba oaaa, ao\wl~nn"aa. tala\ tMao ..... t.ha ...t.ba 1a tbiob oq:"'-'1 ... 
~n.. \h1 • -v, are • u. ~ _. tho JsM a=enllJ' lo- - of 1u 
... .....,... tile llnlak 1a the loot. -til addad - llllllMI ...S a Mlt dall&n te 
itt reearno, *ltlo 11 .,alto a lot. of _, f or Poolieo. !1111 - oal;r M 
nphlnad "T fCO 1 dectMl ,......, .. bola& tile fan \hot. tile ~ 
Mn- ·=-";r ... larp •'=-Sa ... '~- Me:!•'• \o ... atn1d tar \hair dlpoe1t.a 1a- lpa1a a\arO \he lar• _....,. tallowlal tho C1w • 
144 n.u.u .., --u.c t.hlr he'Maa• 1a "'' ta1W ......... ., ...u;r, 
1a lit' epla1oa• t.hll Jill m 1a ... \o \ha dl.a\rlllt. of tile f'lt.ouoa _..., 
poli~~r 1a ~~ IIUW lt.ot.oa• '" a\17 ... to fMrl of lallat.1oa• _. h"11da1 
of aoooat.a. 

• 

au. : \o • ·-- t.1aa ............... ott1e1ala ftUl 
-. t.ali!Saa of the a p at 1.10' 1111 ..u;r - \hiT ara -..s..ad *' 
t~o., - ·-~- aa\er1all;r aftlft l • - -u .......... , .................. 
0.. baare -r.aall;r 1t.111 epta•- etl \he ........ Pial \o t.IOt llllt. .. 
.,.. 11\t.iaa 1-. md 1-.o 0t -· ..... ..,..til IWUI II l?c=l lit 1\ 1a 
iapou1bll \o f•- ..,w.a. 
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R£ SKIP KOVEMUTI OONTR:ll. Auau.t 6, 191to 
10115 • ••• 

Preeen~: 

Young: 

B. K.Jr: 

Young: 

8111thl 

Young: 

B.K.Jr: 

l<axwell: 

H.l!, Jr: 

8111\hl 

R,I<,Jr: 

llr. O.aton 
Mr. Vhita 
MaJor Sa1th 
Colonel Mazvell 
Mr. Yoi&DC 

I apologir.o tor not being hera tor the laot 
few alllutoo. 

D14 10" gat the tanko all etra1ghUu4 ouU 

Ob 1••• the7 are haYlng • oon•ontlon oYer 
there. 

D14 8117 t110 people thlnlt allko on anJ eubJeott 

!he7 haYon 1t qu.Uo roached the polnt of 
4otono .. Jet. 

Well, Colonel, l hear 70" he•• pt an order 
or eo .. thlDC fl'Oil tho Pree14ent on thlo 
lloeno.. 1oeue4 b7 tile ltato Depart•nt 
pr1or to .Julr 5th. 

Well, w ba•• bad, tollowlllc JOIU' telopbono 
•••eco - wo took tho •nor up an4 we ba•• 
pt a 41oouoo1on of u. I -.oul4a't • ., n 
ba4 AA7 -r. I tll1Jik tile qu.lolleat .., 
11 ,Juot to glanoo at that poper. 

l&on'' tho Proo14ent exproa..a hloaelt on 
thlo to General vaceont 

'l'bat 11 aat w are worr1e4 allo~at, alr. 

... , 11 thatt 
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Maxwell: 

H. M. Jr: 

MaXYell: 

H. M.Jr: 

Kuvell: 

H. I!.Jr: 

Sait h: 

H.Y..Jr: 

Smith: 

H.M.Jr: 

Maxvell: 

- 2 -

When you read that you will eee there 11 1ome 
d ifference ct opinion. 

The importsnt part ot that 1e a memorandum trom 
Mr. Welle, the laet paper t here. I belie•e you 
ought to l ook at that tiret. 

The laet onet 

Yea. 

I hAve got to read all ot t hAt? 

I belie•• i t ie neceeeary. I believe it will 
gi•e you a picture ot t he whole situation 
qu i cker than any other way. 

Well look, I 1aw the President ot the United 
Statea, eee, and 1n my preaence he told General 
Wateon to direct you to cancel all licen1ee 
outetanding - I aald July 5th. It il evidently 
July 2nd. General Vateon called me up on the 
phone and 1aid, "I took the trouble to go baclt 
to the Preeident and a1k hlm agaln it be wanted 
th1e.• He eaid, •Atter you lett, I checked the 
eecond time and the Preeident aaid ye1.• 

That ia right, 11r, and apparently what happened 
VII that --

Vh1 the de•il attar t he President 1ay1 twice 
he vente something, doea somebody alae have 
to paae on itt 

Well, you •e there 1e no one there . Apparently 
when he got the aeorandum revolting the t hlng, 
vhlch vaa aent to him at Hyde Parlt, he M.nded 
1t to Kr. Suaner Vallee, got thle, and now it 
coaee back v1th a note on it. Whet do we dot 
Well, there you are, Mr. Secretary. Colonel 
llaxvall i1 the grain ot com between the upper 
and the lover ailletonee. 

He 11 the baa in the aandv1ob. 

Not only in thla reepect, but -ny otbar1. 
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8111\hl 

H.II.Jrl 

l{&Xlltlll 

B.M.Jr: 

I ouna: 

llunll: 

H.M.Jr: 

Maxwell: 

H.M.Jrt 

lluvell: 

IOUJ181 

- ' -
We baYe hO ~rt&At people bere .r)re or le.. -­

I u tile .. e1eet fellow U the worl4 to pt 
uoaa wuh. 

Well, aJ a~&Aeetlon 1e 1D thl repl7 to thet. I 
tbouaht tbat 1t tbere 11 &117 pal't1oular UoenH 
tbat ouh ror loolt1ns 1nto, 110 aner 1t oa 
tbat bade rather tban • pneral oleu IWIP• 
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low loolt, wb7 4o I waAt thlet !be l'ree14ant or 
the UD1tl4 IUtll 1171 he 4oiiD 1t waAt &117 ar.e 
to 110 Uto lln4u. He bel4 up thle boat prett7 
aearl7 a weelt. D14 we set the State ~at -
I u ID1DI to tallt pla1a bloaull I 4oa1 t - I 
Mallo I a1pt Juet ae well oa1l a epl4l a 
IJ*ie - ooul4 w rt thl IUU Departa•t to 
talte the beat orr lo. Bllt I ba4 to bol4 the 
boU aa4 b7 Oo4, I bel4 U &114 t1aall7 we u4e 
tile euguUon - thh • hrf wae golDS to 
l'etiiiiO - to thl Capta1a or thl eh1p, •It :rou 
w1ll talte that etuff orr, we w1ll let her 
go. • Be toolt off tba eull a rae u4 thll'l 
wae qu1te a ooaa14erabll uouat. Bllt ooul4 I 
get &a7 help tro• tba State Departaeatt lot a 
b1t. But I a bare to 4o wbat the l'ree14eat of 
thl Ua1U4 ltatll waAte. llow, he 4olln't waAt -
hi 414ft 1 t waAt tbe .tuff to 110 Uto F1al&ll4. 
Mr. WeUu bal been Ulltlaa abovt tba .. a1rplaael 
whl.oh are aohl4ule4 a117 417 to 110 1ato IW4••• 
whl.oh ba\'1 belll1 boqht. Row a&ll7 &1'1 tbel'lo 

l'h11' 

Well, :rou etoppe4 tba Uo••••, 414ft 
1 
t :rovt 

We 414a 1 t - ,. etoppe4 tile 1"u' or fllrtbal' 
UOIDHI &114 oau&ht tile bull or enJ'Jth1DI• 

oa tile a1rp1u11 to lw4••' 
'lee, e1r. 

BaYe the7 been oaaoele4t 

!bat 11 r1S)lt. 
nn .. a bll4 M.- eii1PPC4 prlor to t~~at uae .. 
1lll4el' a aanoel"t. ua the bllUh took \Me 

1ato Sasl&aL 
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H.Y..Jr : 

Young: 

H. Y. . Jr: 

Young: 

!J.AXVell: 

H. M.Jr: 

H. l!.Jr: 

Mantell: 

H. M.Jr: 

Mantell: 

- ~ -
WhAt baa hapnened to the reet or t hose planee 
on order trom Vultee? 

They are sitting on the doot. The Republic 
man vas tn to see me and eatd, "What 11m I 
gotng to do, because the Swedish retused to 
sell these planes because they think they 
will get a license next week or the week a tter, 
whereas it the State Depart ment can tell the 
Swedish Minieter that he couldn't ever get a 
license tor the duration or the var --• 

But will t hey do that? 

Ho, they haven 't told them anything. 

~ell, they have reJected the license once, and 
there te correspondence traveling back and 
torth nov leadtng up to a second retueal, eo 
that I reel contident that we have, ae t ar ae 
Sweden ia concerned , we have the eituat ton in 
hand unless there ie eome breakdown ot the 
decision not to let anything more go tnto 
Sweden. lte are covered without any revocation, 
but merely by the method or not issuing any 
licensee. 

Well, let me ask you, what machinery have you 
got - what machinery do you uee - I mean, 
eupnoaing I am a manufacturer and I want to 
get a lioenPe t o eend something to Canada. 

You apply tor your licenae, it it te on the 
liet or controlled i tems. The a pplication 
goes to the Department ot State and in Canada 
tor the moment everything ia being allowed 
to go to Canada. 

Then let's use --

Except an occasional machine tool. 

But in the tirst i netance, where doea my 
application go to? 

It goee to the Div1e1on or Controls 1n the 
Department ot State. 
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H.M.Jr: 

Maxwell: 

Kuvell: 

H.M.Jr: 

llaxwell: 

H.II.Jr: 

Smith: 

Maxwell: 

H.X.Jr: 

- 5 -

That 11 tlbat I cu 't un4eretan4. I tbougnt 
7011 wre the D1Y111on ot Oontroll. 

No. 

Colonel Maxwell 11 the A4m1n1atrator of 
ExPOrt Control, an4 he g1Yee certain 
41reot1Yee, general 1natruot16na, to the 
D1Y1a1on of Controls 1n the State Department, 
but the receipt of the appl1oat1ona an4 the 
granting of 11ceneea 11 1n the D1Y1a1on of 
Oontrole, the eua organhat1on that han4lee 
the Mwl1 tiona l1ceneee. 

All4 1f vhen tbe appl1cat1on arrhae 1n the 
D1Y1e1on ot Controla they heYe apac1t1c 
1netruct1oae wblch are cont1dent1al 1aetruct1oae 
from •• to the State Depart .. at 1aaued by 
d1reoUon of the Pree1dent, then they go &head 
and 111u1 1t or fall to 1aeua 1t. 

But the mach1ner, 1n handling the l1cenaee 
1a oYer 1n the State Departaentt 

That 11 right, but there 11 no 41eoret1on 
oYer there. Then 1f there 11 any queet1on 
about 1aeu1ng the 11cenee, 1t 11 referred to 
ae and that 11 - but only thoae caaea. Nov, 
the aoat troubleaoae caaea at the aoaent are 
the aaoh1ne tool caaea and all ot tboaa 
uoh1ne tool caeea are ooaing to •• an4 they 
are being phoned oYer b7 the Ara7 and NaYy 
MunU1ona Board, an4 they are hold1Dg back 
eoH aa4 lett1ng the bulk of thea go . There 
1t oat f'urther ooapl1cat1on there. 

E'l1dently I vae under a a1aaporehenelon. I 
thought that by cll0oel1ng th11 atutf, thea 
the wbolt aaoh1ner7 woul4 be ln your banda. 
I d1dn 't know that the State Departaent at1ll 
had the aach1ner,. 

They at1ll have 1t. 

For the month of --

I thought the etuft woul4 be a olellll out lent 

286 

• 

Regraded Unclassified



Maxwell: 

Oaeton: 

Maxvell: 

H. M.Jr: 

l!axwtll: 

H.M.Jr: 

Young: 

Maxwell: 

- 6 -

and tbat neeyth1ng would be handled b)' rou 
an4 1t I w.nte4 a l1oen .. an4 lt I we a 
manufacturer I b&4 to go to rou, and thAt 
tba State Department '110Ul4 be vtuhe4 out. 

Nov, the IIIOnth ot Julr, the)' re oelYtd 6,242 
11otnete. Nov, ve haYt no eetup to handle 
anrthlng ot that klnd. 

Colonel Maxvtll, do rou haYe anr Jurledlotlon 
OYer thoet IMlllltlone that art under tba 
Neutrallt)' Aot or 1e 7our Jurledlotlon 
exoluelYe to thoet ooYertd ln the Prealdent'• 
proolaaat1on 1n Julr' 

No , the whole - the eeYen oategorlee ot araa 
and aa8UOltlon were repeated ln the proolamatlon 
lht, eo ve eM g1Ye anr kind ot oontrola VI 
want on that beoauee we haYe 110re authorl tr 
than the p rertoue lave haYe , eo ve can throw 
1n anrthing VI went and ve did in the oaae ot 
SVIden. Ve dld aleo in the caee of Coloabia. 

Phil, 1t I g1Ye 1n, 1e there anrthing that •• 
want out ot h1a before I giYe in' 

Well, rou aar haYe it, whateYer it ia. I 
will giYe it to rou. 

Now, Phil, do rou w.nt an)'thing tor our l:ngl1eh 
friend' 

Well , there ar.. two preble•• there, I thlnk. 
One h the Canadian problea, priurllr on 
Mohlne toole , beoauee tbat h the onl)' thlog 
lett at the 110 .. nt and that h going to oo•e 
up, become ot increaa1Dg 1IIJ)Ortanoe in the 
n.xt tvo weeka ae Canada gete into thie long 
range p roduot1on progru .tuoh the hat got 
eohtduled an4 which •• are tr)'lng to vortt out 
thie week tor the AdYieorr Oo•iuion. 

I teel that there h rour r .. l point tor 
relief. The1 are tr,.ing to uee me, 
Mr. Seoretarr, to do a lot ot thing• that 
were DeYer 1nten4t4 that the ~ort Control 
ehoul4 do about th1e uohine tool thing. 
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Young: 

Mu~~ell: 

H.M.Jr: 

Muvell: 

H.M.Jr: 

Muvell: 

H.M.Jr: 

Muvell: 

H. M. Jr: 

Gaa~n: 

H.M.Jr: 

Vhl.te: 

H.M,Jr: 

- 7 -

TbeJ ~ t17ing to aalte ae oontrol tile 
wbole aaohine tool induetl"J. 

I think that 1e eo . 

An4 I han put ., baolr. up apinet that alread)', 
but JOU get JOur reliet on )'our Canadian bue1neee 
through another agenoJ. 

Well, ~t I aee ie that JOU are in an impossible 
poe 1tion, aee. 

I aaw it troa the t1ret daJ. 

And I don't want to aalr.e JOUr lite anr b&r4er. 
I haYe sot a rule around bere. I piolt ., tighte 
and thie ian't one worth p1olr.1ng w1th Mr. Bull. 

That 18 the _, I telt about 1t. 

There are oertein thinga that I th1nlt are Yel"J 
IIUOh wcr th t1ght1ng onr, euoh a1 eorep iron 
an4 aYiation gaaol1ne end eo torth and eo on, 
but th1a ien't worth SJ haYing a t1ght oYer 
beoau11 I pictured the th1ng - the thing that 
I thoupt wae, get thie out ot the State 
Department, get 1t into the hand• ot the Ara7, 
and then we oen do bua1neu, but that 11n 1 t eo. 

That 1an 1 t what thie would do at all. 

I don't th1nlr. thia 11 worth haYing a row about, 
dO JOUf 

Ro, I don't th1nlr. eo. 

llerl"Jf 

Mo. I as a little b1t eltapt1oal about the 
extent or the d1tt1oult7 1nYolYed 1n reYaap1ng 
~1 thoae general 11oenaea, but et1ll 1t 11n't 
worth t1pt1ng about. 

It ian't worth t1pt1n1 about, ao the heat 11 
ott tros ae. 

Y11, e1r. 
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ft ,l(,Jr: 

Ma~lll 

K.M.Jr: 

Maxvell: 

K.M.Jr: 

Yo1111g: 

Maxwell: 

Yo1111g: 

29! 

- 8 -

Vbat vere JOU going to eaJ, Pb11' 

Call I do a)"tb1ng' I vant 1n an7 va7, ot couree, 
to taoil1tate an7tb1ng. 

It ve get another boat that h going into Bveden 
or rtnland an4 eo forth and eo on, ve vtll g1Ye 
you a ring an4 ve will expect JCU to help ue 
and I vill diiPlJ 1a7 I can 1 t bold the boat, 
here 11 the etutt, the 11c1nee1 vere ieeued b7 
the State Departaent and unleee the State De­
part•nt or Colonel Maxvell doee eoaetb1ng 
about 1t, I u go1ng to let tbe boat eall, I 
u not going to bold 1t. I von 1 t 4:l 1t age1n. 
I aean, 1t there 11 a boat coae1 and Kr. llooenelt 
wante ue to bold the boat, I vlll e1aplJ ..,, 
•well, I can 1 t bold 1t becau .. the 1tutt 11 on 
board -• 111 other word1, get bu17 before the 
1tuff h on the boat an4 1t h 1n the lover 
harbor at llev Yor!t read7 to aall and then the7 
IUddeDlJ ooae around and ea7, 1Pleue bold thet 
boat becauee 1t bae eoae Oolt ~5 1 • etc. on the 
boat.• Bo 1t I algbt make a 1111ge1t1on, eee 
vbat there 1e left tor Sveden and r1nl&nd, eee. 

Ye1, e1r. We baYe looked oYer - : haYe a list 
ot tbe th1nge here. 

Tbat 11 the place the Pre1ident doe1n 1t WIJit 
the etutf to go, and it JOU can be a little 
forehanded on 1 t eo 1 t 1 an 1 t loaded, then I 
get a euggeetlon to bold the th1Dg atter 1 t 
11 loaded - an4 on the1e plan11, the11 Vultee 
planee, If we could onl7 get that etutt 
canceled. Can't JOU get all tboee plane• 
tor Bveden canceled eo we oou.ld 1 ell thea to 
eoaebodJ 

!here 11 no Uoenee ouutan41nc. 

I neYer haYe been giYen anJ 11oen1e1. 

!be point I would 11ke to aake on that 11, 
11117 oan 1 t the Svedllh Gonrnaent be told 
theJ o&n It get a l1oen1e f~r that etuft beoaUie 
the lw41eh CloYerD .. nt von t eell tboee planle 
until the7 get that ae~uranoe and that le&Yel 
our doMitlO aanutaoturere bo141DC the bq. 

Regraded Unclassified



Sa1th: 

Young: 

Guton: 

Young: 

B. X.Jr: 

Kuwe1l: 

B.M.Jr: 

Maxwell : 

Young: 

B.I!.J r : 

Young: 

Maxwell: 

B.M,Jr: 

Young: 

H. M,Jr: 

- 9 -

I woD4er 1t tbe alrplane oorporauona 
wouldn't Juat taka thoaa oYer! 

Both the Br1t1eh an4 the Cklnaea Oo•eraaant 
hen 'blln negoUaUq for tho11 alrea47. 

1fhT 110uldn 1 t U 'be 'betCer t o 11•• thea a 
11oanea an4 let the Br1t1eh gre'b the• wbln 
theJ get at eea! 

'fheJ haYe alre&47 taken fifteen 1n, eo I 
u1141retan4 . 

Blat the V&J 1t 1a a ov, J 0\1 are no t go1Dg t o let 
tbe11 Vulteea 'be loll4e4. 

Jor tbe 'balanoe or the Repu'bllo. 

If the Vultll an4 the Repu'bllo th1nc llhou14 'be 
out eo that either the Oh1ne11 or the Encl11h 
ooul4 get thea, 1t vou14 help Uke hell. 

I feel that 1e golq to olear up 1n a d&J or 
two. 
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Regar4lue of the Br1 Uah or the Oh1neee or 
&nJ'bo47 elae, 1t 11 not fair t o the aanutaoturere 
1n our oVD oountl'J. 'fheJ are the oeople holding 
the 'bq right nov. 

Couldn't ,ou olean that e1tuat1on up one V&J 
or the other! 

'fha Repu'bllo aan •• 1n to 11e ... 11114 that 
1e vbere I sot h11 1141 or t he etol'J. Be 
4olln 1t lmoW vbet to 4o . 

!bat 11 so1ns to eolYe 1taalt. 

Pla11, oall 'liP Chell gent~ ftul'edaJ an4 a&k 
tbea bow tlaeJ eo1Ye4 the tla1Dg. 

Wllat tl&e !11are411'' 

at. fltteea. All l'leld· 
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Auauat 6, 194o 
3:1j.5 p:m. 

At TRANSFER OF 1'11NOS TO EU!IOPE 

Present: Mr. Ch&lab er liU.n 
Mra. llot& 
Mr. Bell 

Cilallberlun: I ..anted to take up with JOU t1rat a Yeey 
eaall matter on the queat1on - and eomeone 
rahed the point that JOU vanted to cheolt 
on that Guadeloupe-Mart1n1qua. Doea that 
atteot Guadeloupe' 

H.M.Jr: No. 

Chlllllberl&1n: I didn't th1nlt eo. The7 wanted to uee 
mone:r tor tood here. 

H.M. Jr: I don't eee vh;r 1n the oaae ot Martinique -
va g1ve them vhat, 25~' 

Chuberlain : Yea. 

H.M.Jr : Let 1 a do 1t to Ma.rt1n1que, t oo. 

Cheaberlain: All right. I th1nlt that 11 a viae t hing. 

H. M.Jr: 

Cl:amberla1n: 

H.I!.Jr: 

'l'vantr-t1•• peroent ot that won't p&J tor 
mo•1ng the gold. 

It won't do Yeey muoh ha~ and 1t •1 be 
uaetul to thea. I aalted the Oonrnor about 
1t and he told • the)' were treaUn& 
Mart1n1que and Guadeloupe lllta anr othar 
oountrlaa, that the)' hadn't blocked thea. 

Where h Guadeloupe' 

Cheaberla1n: It h l'lght near Mart1n1qua. Ve -tad to 
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H.K.Jr: 

Cbaaberlaln: 

- 2 -

10 oYer thia --

Let '• 80 ahead, Ve won't walt tor Bell, 
1'h1a qveU1on h an Ollt ln a .. IIONAdull tohlob I ou g1Ye 7ou 1t 70u vue. It h a quuUon ot the relief of r-etugeea, tnd I went to aee 
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tile Red oro .. th1a 110rn1ng about tbat dtuatlon. 'rhe a1tuaUon h tbet the order ap';ll'oprlatlng ~ tlYe allllon to Agriculture and two allllon to ~,f~ tba 'rreaeurr and a alll1on tor tNneportaUon '1 expenaea to tile 'rreaaurr and then a aUllon tor ' traneportation at eea, there la nine allllon 1n all, baa been algned. It caae 1n 7eaterda7. I olleoked with Mr. ~nnlng on that ac tbat tha7 are all read7 to ahoot ae tar aa th1a countr7 1a concerned. But the7 baYe aeked the Br1t1eh tor perm1aa1on to aend tile Moleeaport back on a alluttle trip. 

(Mr. Bell entered the conference.) 
Chamberlain: I wae Juat dlacueaing th1a Red Croaa aituatlon. 1'11e7 haYen' t 7et reeel•ed &D7 word troa tba Br1t1ah aa to whether tha7 will let the 

~oleeeport shuttle back and forth with auppliea tor children, children '• toed, aed1c1ne and clothing tor retugeea. 1'11a7 expect to get word troa tllea. 'rhere 1e no dedre t o • end an7th1ng - an7 rood into the eountrlea except unoccupied France. there 1a no IIOYe to do an7th1ns exceot unoccupied rruce at p raaent. 
H.I!.Jr: 'l'ha7 a re onl7 going to "o 1t tor eo-called Free Franoe7 

Cha4berlaln: For Free Franca. 

BtU: Ot Europe :oroper. 

Cha4barla1n: Ot ID:ropa proper, 1••• 1'ha7 are undlng tile euppliee to Great Britain, 70u know. 
H.k.Jr: Well, bow - that doean't belp ue an7, dou 1t7 
Cllaaberlaln: It doeen ' t halp V.l an7. 
R.M.Jr: Beoauu we oaa't d1et1n.,Uih between Free rranoe 

an4 oooup1ed FNDoe, oan ••' 
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c~aberlatn: Yo~ mean aa t ar ae we are concerned? 

H. !!.Jr : Yea. 

ChAmber lain: I think we haven't, eo t ar. My J~dgment at 
p resent wo~ld be that we eho~ldn't make any 
great distinction. 

Sell : 1/e oo~ld, but I don 1 t think we ehoulcl . 

Chllllberlain: I t hink we shouldn't. Nov, as t o the - I have 
a memorandum about th1e conversa tion, it you 
voulcl like to see it. 

!!. :! .J r: Yea , I "ould . You ( Klot~ ) OM aend t~t over 
t o t he Britisn Purchas ing Cos~ias1on t onight. 

Ch•~berlain : We oarticul erly va.nted t o get a dec1a1on on 
th1e question or remtttanoea. We have got 
s omething over a thousand aoolicstlone. They 
are goint! to increase it to France ahortly. 
They are mostly in amell amo~nte, and we have 
been checking on - and find thllt most or them 
are continued which have a - which are a 
request to cont1n~e the remittances that have 
been made sometimes tor aome yenrs , by American 
oiti~ena. The moat ue~al C8 88 i8 a husband 
aendin~ t o a vlfe and children who are somewhere 
in Europe and in small monthly amo~nta. AlD ut 
t1tty dollars a check would cover about f i fty 
to e1xty nercent by a r ough check that was made, 
and a hundred dollars woul d cover ninety 
nercent. They are amAll amcunte. No"• we 
reel that it would nrob• bly, on the whole, be 
a viaer thing to grant t he r tgbt to eend these 
remitteneea where they ere sent by an American 
eit1zen, either to rela t 1vea or to friends. 
There are e few occAsions on whtch ther have 
been sent to friends , not many. Close rela tives, 
usually, where you could nrove that that amount 
has been eent over a apace of, aay, e year, that 
1e, not to allow new accounts, only allow old 
accounts . We have checked to see whether tbe 
money woul d be d i stributed, and we reel prett7 
well convinced t hat i t can be. I asked that 
ot the Red Crose people thio morning, Mr. Swift 
there. He said h8 had no doubt b~t that the 
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eoner would be 41atr1bute4 tor the reeeon -
•• 1t vaa , be eaid prettr ta1rlr done. Becauee 
be aa1d the Gei'IU.IIa are nrr anx1oue to get the 
1110ner and ther would pro'bablJ be •err oaretul 
to 1 ee that the 110ney gate to the 1"1ght pereone 
eo there ie no d1tticultr. ' 

Bell: Ther won't get the 4ollare though, ther v111 
get the local currencr. 

Chamberlain: We know pertectlr vall that all the dollare go 
to Berlin. I don't thinlt there 1a anr <111eet1on 
at all or that. Bo that the wggeet1on - I 
haYe prepared a wageaUon hare tbet perll1ea1on 
be giYen to ~~md - to oont1nue relll.ttanoee b7 
pereone who beYe been een41ng reeittanoee to 
relat1Yee, oloee relatiYee in Europe, in lUi 
aeount or not oYer $50.00 tor each pereon. 

H. M.Jr: Each indiYidual on thia eidet 

Chamberlain: No, each ind1Y1dual oYer there. Then g1Ye 
$50.00 tor the tiret member and ten dollere 
tor children and t1Ye dollar• tor everr other. 
member ot the tam11J. One reaton why I made 
thie wggeetlon in reepeot to children vee 
that ve haft had a tew oaeee ot Norwegian 
eothlre - Norwegian national !IOthere, United 
Btatee oit1&en tathere, and American children. 
It would be hard to Juetit7 not giYing the 
eoner to Aaarioan children a1nce we heYt been 
allowing Aaer1oana to han rea1ttancee. One 
thing that there 1e - one thing that ve th1Dit 
ought to be ooneidered ie the tact that I 
thinlt - I haYe had <1111 tt a little experience 
v1tb. 1t and I tb1Dit JOU haYe - that CongreeUID 
v111 get bu17 on th1e llnd ot tb1ng and it 1a 
the lr.1nd ot ori tic he that will be perbapa 
hardeat to •• t . There haan't been anr inter­
terence 10 tar that I haYI known ot. I baYe 
tr1ed to th1Dit. --

Bell: How 4o rou diatlnguiah between the periOD who 
hal balD receiY1ng ree1ttiDCII tor, aaJ, I 
rear, an4 a pereon vbo needa Juat 1••e41ate 
reli ef and can get a rel\ttancet 
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Challberls1n: 

H. !4.Jr: 

- 5 -

The onl; dia tinction ie 1t 1t ie a question 
like that you vill have to check up on whether 
they are to continue gett\ng thoae or whether 
you will a8aume they are all right. I think 
we all telt the wiseat thing to do waa to go 
ahead alovly. You have got to begin with thi8 
olaaa, wh1oh i8 the eaaieat olaee to oheok, 
beoauee you won't get any - you are not apt 
to get any fraud, you are not apt to get any 
unfair --

Well, are our- are you going to take a man's 
attidavit or a voman'a attidavit thAt they 
have been aendtng thia money? 
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Chamberlain: Ve would have to get eome evidence. They would 
probably be sending it through a bank or soa:e 
other organi~ation. 

H. Y. .Jr: What would be the machinery? It I wanted to 
aend t so.oo to somebody in Norway, how would 
I do that1 

Chamberlain: Apply to a bank or American Expreaa , Drobably. 

Bell: \ie would give a lic en ae. 

Chamberlain: lfe would give a general l1oenee and they would 
be required to report. 

H. M.Jr: Something i8 running through my head which 1a 
a aort o f - how should I aay - going ott at a 
tangent, but still connected with the main 
branch. Talling about the Congreaeme::1 gave 
111 an idea. What would you think 1:!' 8oaebody 
wanted to aend t 50.00 to Norway, that we made 
them take 1t tn the torm ot eurolue agricultural 
product a? 

Chamberlain: You eee, theY couldn't get to Norway. There baa 
been - I don1t believe you know, Mr. Secretary, 
but there hea bean a proposal ude by the Challber 
ot Commerce in Oalo - undoubtedly with the 
approval ot the Ger~~~n government - that a ship 
be eent - the idea, ot oouree, waa that the 
United Statea would eend a ahip and the Brit1ah 
would relu their control and a eh1p be sent to 
llorvay v1 th Allerioan produoh to Horvay and return 
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Bell: 

H.M.Jr: 

- 6 -

with retugeea. That won't be dona, ot couraa. 

Tb8 Bri t1ah, I abould iJUg1na, would be Yei'J 
unv1111ng to awro•e ot tbn. 

The wa)' I feel 1a tb1a: Before I vent in the 
Treuur)' - and I hope 'When I pt throuab with 
tba Treaaur)' I will atill be in the field of 
acetal aerrtoe, 'Which 1nterute .. INCh 110re 
than ti nanoe. 

Che~berlain : rortunatel)', t hat ia ~1 t1eld. 

H.II.Jr: 

Cbasberlaln: Tb8t 1a nearer II)" field. 

H.M.Jr: So men )'ou are talk1na about eoaeth1na here 
along the l1nee that )'Ou are talking to ae 
about, I don't aee bov ve can retuee to do 
tb1e tb1ng and to 4o U under preuura would 
be Yer)' odloue to me. 

Chamberlain: It would be •er)' difficult. 

H.M.Jr: And atter all, it b7 doing thia thing - I vaa 
tb1nlting in terme ot foreign population in 
tb1e oountr;y. lie haYe got to lteep tham - bow 
ehould I put it - to uee a Yernacular, eveet. 
I aeM, our ovn toralgn population ebould be 
ltept that V&)'. 

Chamberlain: That 1e one thing ve haYe t o ooneider. 

!1. Y..Jr : It )'OU ha•e e grouo ot !lorvag1ane vbo get 
eo that the)' bate tb1e OoYenuunt, I aean 
Norwegian Aaer1cana, that len 't eo good. I 
tell 70u 'Whet I would Ulte 70u to 4o. Ben 
)'OU vrltten thle up t or ae? 

Cb.Aaberlain: I haYe a ehort ae.orandua here, )'ae. 

I tb1nlt 70u 01•~t to wr 1ie 
one, )'OU eee. t\1 
I will do that. 

a fairl)' lengtb7 K.M.Jr: 

Oh&mberlain: 
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H. M.Jr: 

- 7 -

And I would lllte to talte 1t and aoalt lt up, 
if I oould haYe 1t to1110rrow. 

Chamberlain: You oan have it tomorrow. I will write lt tb18 afternoon. 

H. !I.Jr: 

Cha.!oberl ain: 

H. M.Jr : 

Maybe it i8 long enough. It doean't want to 
be too long a one. 

It 1e about two pages . 
there at t he top. You 
thla record alae. 

Yea, I read that. 

I made a recoamendetion 
might want to look at 

Cb&oberlai n: There 11 another aatter. 

H. M.Jr : You are not conrtning thia t o France, are you! 

Chamberlain : No, t hat 18n 1 t France, that i8 general. 

H. M.Jr: Well , it aaya France. 

Chamberlain: Then that wa8 a mietake. 

H. M.Jr: Unoccupied France. 

Chamberl a in: No, we are not confining it to France. That 
wa8 a mietalte i.n tran8crlption. It would be 
t o --

Bell: All of the controll ed countriea. You eee, 
180ney oan go through O.runy and Italy now. 

H.!I. J r: But ycu ought to aay that in your ae1110randua. 

Chamberl ai n: I will. 

H. M.Jr: 

Bell: 

I think 1f you could wr1 te a memorandua which 
I could haYe eometime tomorrow which would 
point out, 1, that the money ia going - and 
incidentally, Dan, find out how muoh the money 
ordere aaount to or mon1ee goinc from th1e 
country to Germany proper and Italy proper. 

I don't know whether we can get it currently. 
Ve m1Cht get eo• 110ney order ttcuree. 
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J!.M.Jr: 

Bell: 

H. M.Jr: 

- 8 -

Oet the soney order thlq 

I will eee. 

Well, try it. That would be ueetul. Certainly 
there are moniee going to Germany proper, to 
Italy oroper, an4 Japan. 

Chamberlain: Undoubtedly. 

H. M.Jr: I don't know whether they are going to Ruaeia. 
It would be intereeting to tind out. 

Bell: We etopped all goYernaent p&J11ent e going oYer 
there. 

H.M.Jr: But I aa talking about the aame kind, a pereon 
wbo baa a Rueaian 110ther or wife or brother, 
I aean are they doing it. Will you look into 
thet, Dan' 

Bell: Yea. 

H.M.Jr: 'l'hle l8 thle: Now, our Allerioan o1thena or 
people living in the United Statea wbo want 
to aend money, I think the thlng could be kept 
tor elatiYee. I woul d lUte to lUke that re­
finement. 

ChAmberlain: There 1a only thle point. It w allow new 
people to eend it, ve ought to reetriot it 
to oloae relatine, but t here are a nuaber 
or oeeea - there are a rev oaaea or oeoole 
wbo are eend1ng the aoney to eerYanta 1n rranoe, 
a rev people like that, and IIbera 1t baa bean 
done tor eeYeral yeara, 1t aaeaa t o ae there 
aight be juetitloation in not breaking tbat 
ott. 

H.M.Jr: That 1a all rigbt. 

Bell: What about lnauranoe polioiea, annuitiea' 
That bae been going on --

Chaaberlain: They baYen1t been goi ng. 

Bell: Jo, they baYen 1t been goiJIC. 
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H. M.Jr: 

- 9 -

'l'b1e h $50 to a taai)J tor one •••'ber an4 
$10 tor eaoh a441Uonal ... 'ber and DOt aore 
tban tloo a 110nth where the7 haYe "tabllahe4 
the tact that the7 haYe been e endina thh tor 
oYer a Jeart 

' Chamberlain: Yea, that ie the eurteet propoaal I th1nk we 
oan ll&lte. 

H. li.Jr: I IIUet 1&7 - I don 1 t know bow JOU t eel, 

I aa in taYor or 1t, I raall7 do think 1t 
oua:J!.t to go. 

Ohaaberla1n: I don't aee bow we can reruee it. 

H.M.Jr: 

Bell: 

I don't eee bow we can retuee it. 

I th1.nk we ought to take th1a 'be tore 1 t goee 
to the Pree1dent and dig up a lener that 
Mr. Hull wrote ae after three veeka 1n wh1ch 
he aa1d we could do th1e th1ng up to tloo, 
wh1oh hae neYer been anawere4. 

Yll, 1t hae. 

Chamberlain: Yea. 

H. M.Jr: 

Bell : 

H.M.Jr: 

Chamberlain: 

H.M.Jr: 

Did we anawer 1tt 

Ve anawared 1t atter th1a Cabinet action. 

Vell, I th1Ak we ougbt to co beck to that. 
I th1.nk I wUl aek tor a •etltlg with llr. Hull 
to eee ue, JOU eee, an4 a&J, •Now look, th1e 
h the W&J W reel oYer here. How 4o JOU reel 
about 1U Au4 1t JOU do think th1e 11 ell r1ght, 
w111 JOU ,Job • 1n a letter to the Prel14ent 
reoo-ndtna th1et• JOU 11e. But I would wnt 
to olear 1t f1ret wUh JCr. Hull. Don't 7011 
tb.1nk eot 

I tb.1nk eo, 
that ba ... 
aentloned. 

I th1nk 11.11 latter t o JOU 1n410&ted 
1n taYOI' of 111141111 the aaowate 

Ot Jul7 17th' 
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C!Wiberl.Aln: Y ... 

P.. N.Jr: So I think it you haYe that to-orrow, I don't 
eee - I am thinking out loud. It ie Yery nice 
to ear none ot t h1e and none ot that, but it 
1e a double edged eword. It wUl m&ke die­
content with theee neople. 

Chsmberlain: Oh, • e rr great. 

H. M.Jr: It w1ll make the people oYer there teel -
1 Well, there 1e nothing to look forward to 
from the United Sta tee at all.• They juet 
haYe no hope t o look forward to trom the 
United States, talking about 110ral leadership 
and the aount ot •oney 1n•ol•ed wouldn't be 
enough that 1t ie gping to enable the• t o 
continue the war. 

Chamberlain: It won 't. There may be eome conelderable 
uount o f money, but lt won ' t be enou8h --

H. }f.Jr: 

Bell: 

Would 1t be - -

Well, i t .ouldn 1t be a hundred thoueand dollars 
a month. 

Chsmberlaln : No, I tlgure - I think 60 or 70 thousand dollar• 
a month. 

H.!I,Jr: I don't know how you could buy good wlll cheaper. 

Chaaberlaln: I don't eee how you can, elther. 

Bell: 

Cha11berlain: 

Bell: 

I t hink you ha•e got to tlnd eoae meane ot tal<lng 
care ot the more recent rellef oaaea rather than 
golJig back a year. You w1ll ban ao11e bard caeee 
you can 't turn down, I bel leYe. 

I w ae ID&klng tb1e a m1nlr.ua 1 tateaent. I 
pereonally would be •err w1111n1 t o eay all 
legitimate oaeee and aeeume that any caee that 
wae a year old wae legltilllte. 

And the othere you would han to get ecM 
eYldence on. 
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Cb&llberlaln: You would hATe to get aome eTidenoe on thea 
Tbat 1e whAt I vould l1ke to do. • 

H.M.Jr: I tell you what I am going to do. Say that 
again, pleaee. 

Oblucbel'lain: TM.t my p roposal vould be that ve allow all 
legitimate relief oaeee uo to thi1 amount, 
that vbere it ia proTed - by American oit1~ene 
to r am111ee - where it h pi'OTtd that the 
amounte that a pereon baa been reoaiT1ng aa 
reaittanoe tor a year, tbat that would be 
prima taoie eT1dence. It it vee a nev oaee, 
lese than a year, then we voul d biOTa to 1n­
Teet1gate. 

H.M.Jr: Vbo are you going to uee to inTelt1gate' 

Cballberla in: We would have to see the bank•. 

Bell: And the person aubmltl auch evidence aa thay 
think juatifiea the oaae. 

ChllmberlN.n: You vould have to be pretty careful about it, 
but I think ve could weed it out. 

H. M.Jr: The Treasury wouldn't --

Chamberlain: We could investigate througb the Tarioue 
eocial agenoiea, the Nationel Ae•ociation of 
Central Workers, but I think it might 'be a 
11ttle olwaay. 

H.M.Jr: 1 think, !l.r. ChamberleJ.n, that I would etiolt 
to the t1rat moTe. Let' a do one etep at a 
time. I mean, let's get thole- if that 
go .. through, let' e clear that a.nd t hen U' 
ve get the other, let's do that, beoau•• I 
think - I would 111te to think 1t tbrougb a 
11ttle bit turther bov JOU are going to­
becauae I wouldn't take - if the National 
01t7 Bank t&kea an ageno7 of the Deutacha 
Bank, ita word that these people - it ia not 
Tery such of a word, ie 1t' 

Chll0berla1n: That 1a no good. 1/e wuld baTe t o get tho vord 
of the people 1n tb1a counti'J. 
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a.K.Jr: 

- 12 -

If JOu don 1 t a1Jid, I "'uld llke to eUok to 
Jour t1ret propoe1Uon. I 1111uld llke to begin 
to oreep t1rn before I walk. 

Ch&mberletn: I think 1t "'uld be unvlee. 

Ji,K.Jr: 

Bell: 

I think eo, but J think JOU vould heu to think 
1110re on the queetlon or hov JOU ere &olD& to 
lnveetlgate. I tell J'OU vhat I thlnlt --

The othere are going to OOH on teeter nov that 
JOU bave let down the bare on the other end. 

Chuberllln: Ve OlD vorlt out perhepe eo11e procedure that 
will .. tlefJ the S.oretii'J. 

Bell: 

H. M.Jr: 

!here are tvo caeee here, llr. l!eoretii'J, that 
don 1t fell un4er thie oetegoi'J. 

Juet a alnute. Would JOU (MoXeJ) tell 
Mr. Hull 1 e offloe ooul4 he ••• Profeeeor 
Chamberlain, Kr. Bell and !lJeelt Tbured&J 
afternoon 1n regard to remlttenoee bJ Aaerlcan 
oltlzene to oooup1ed rrenoe, and I vlll --

Chamberlain: To oooupled terr1tor1ee. 

H.M.Jr: To oooupled terrltorlee, and I v1ll eend hi• 
1n lldvanoe a •110rendu on 1t eo that he can 
rea4 1 t before ve OO!ll over end wben 1 t h 
readJ, lf JOu vlll gin that to ••· 

Chamberllln: There 1e one other oa .. I would llke to aelt 
JOur a4vloe on. 

H.M.Jr: Pleeee. 

Chaaber laln: !hat 11 the - Rockefeller wante to een4 --

B.M,Jr: 

Chamberl&Sn: 

BtU: 

!he Foundation! 

round&t1on. t'heJ wnt to 11nd •141oal -
abroad to ulte a eUM'IJ of the •ldloal dtuaUon, 
partloular~te.rtng epl4 .. lol. 

fMJ ue ttu4J1DC the eprea4 of ep14•1oe. 

r 
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Cllamberlein: 

H. N.Jr: 

- 13 -

The moat or their work, would be, ot couree, 
in Eaatern Europe. But they also ought to 
look into the situation, certainly, in rrence. 
Both oooupied and free, and they really ought 
to look into it in Belgium and Holland. I 
took tha t matter up with Mr. &witt ot the Red 
Crose. He said he thought it would be extr~ely 
important because they will get the information 
on which this count~y may hftve to work l ater to 
check stories that will oome over, both or 
dlee11se a.nd ot ate.rva t1on. 

And they want mone7f 

Chamberlain: No, they don't vent ~oney, simply permleaion to 
aend money i .n. 

&ell: 

H.II.Jr: 

They hav~ allocated e250,000 tor thle undertaking 
tor all the countries . There are about ten or 
eleven countries involved, all of which, except 
these two , I believe, are outside t he blocked 
a rea. France, Belgium and Holland were in the 
blocked area so they had to get pe rmleeion. 
I think it ought to go. 

Yea. I think we ought to do it, and then I will 
notity Mr. Hull that I have done it. 

Ohaoberlain: That ie right. I think it ia very important. 

R.X.Jr: 

Bell: 

H.M.Jr: 

I will - I Just won 1 t bother him vith the 
P.:>c.ketell er oeople. I vant from their 
reor~eentativee ot the varioua oountrlea non­
~:~edical reporta ot vhat then tellovs actually 
aee. It they will write me a letter once a 
week. 

He haa already gone, hasn't he? 

llbo 11 hat 

Chamberlain: Dootor - I torget hie name nov. 

II. K.Jr: Well, whoever it 1e. I want these tellova to 
write •• a goeaipy letter onoa a week or thinge 
tbat they see, oon4it1one, not vbat tba7 bear, 
but what they aee, and put H in a diplou.tlo 
pouoh and eend 1t m M, onoe a weak. 
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CJlUberl&1ll: I w1ll 4o that. 

H.M.Jr: I dld that with thla Oenaral Motora a1ea1on that 
want oYer to atudr rrenoh atrorett produotlon and 
the letter• were alaplJ taac1nat1nK. I aa14, 
•onlr vbat rou actuallr •••· • Doa Tt rou thlak 
theJ wo~d be alad to do tbatt 

Cbamberla1n: I think ther would be •err 1114. 

H.M.Jr: Do rou thlak it 1a • atupid requeatt 

Cbaaberlaln: I think 1t 1a • Yerr 111tereat1nl one, beoauaa 
we are heariq a ~at deal or - wall, w are 
in a atate ot utter blackneaa •• to ccll41tioaa 
ot e•err couatrr oYer there. 

H.M.Jr: fhe thlage that thar '"• whJ aot .. 11: both tor 
their .. dual report and then I would Uke o110e 
a week a goaa1pJ letter about aeaaral ccn41t1one, 
or actuallr ere wltaeee thlnae. 

CbAmberla1n: And thar can put it 111 the oouoh. 

H. M.Jr: 

Bell: 

H,M,Jr: 

Bell: 

B. M.Jr: 

Yae, ther can put 1t in the pouch. 

fhe7 had better put 1t 1n tha pouch. 

'l'he7 abould be aeat 111 the pouch. It JOU wUl 
write a letter I wl~l elmplJ a4Y1ae the Prae14eat 
and Mr. Bull I ban 4oae thla. 

'1'here 1a oae other ca .. , the L1tllllan1aD. 

We had the oaae ot L1thuaD1a, llJ,OOO that waa 
11YIII ua to take care ot certaln Pol .. 111 
L1thuall1a. 

Clwlberla1n: U ~~~~~~ad .)aat before I oue 111. Perbapa J011 
aow it better thall I do. 

B.II,Jr: t tholllht tha" reuon 41aapp•re4· 
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K.li.Jr: 

Belli 

H.M.Jr: 

Bell: 

K. M. Jr: 

Bell: 

H. M. Jr: 

!!ell : 

H.M.Jr: 

- 15 -

and 1t oan 1 t go out. 'l'hat 1e eoa..,bat 1n the 
eaae oategor7 ae the .. rel1et oapente that 70u 
are eend1ng, although 1t ie taken up in an 
aggregate of $15 ,000. It ie tor a lot ot 
ind1v1duale and given tor that purpoee. 

M1eeed 1t b7 one daJt 

:!:ea. 

Vaa 1t oontr1but1onet 

Collection a t roa t he Pol .. 1n Aaer1oa. 

rort 

Ral1et or Polea who had fled to L1thuan1a. 

I vould let 1t go. 

It 1a all e topped. 

Well, we w1ll be 1111oh leu daaned tor the 
few except1one we have made than 1f we are 
too rigid. 

Chamberlain: I think eo, Mr. SeoretarJ. I feel that W&J. 

H. I!.J r: Dote that clear JOUr dookett 

Cbuberla1n: Y ... 

H. JC.Jr: 

Clwlberlllin: 

K.li.Jr: 

You are perteotlJ happJt 

There 1B onl7 one thing. .t.t the ea~~e t1ae 
aoneJ ooaee 1n tor the ..._rtoan Boep1tal 1n 
Parte. 8houl.4 W let that aot 

I want to talk to JOU about that. Rae aDJ 
ooae thro\ISbt 

Bell: Thie 1e 1n the unoooup1e4t 

Cbaaberlal. n 1 Oooup1e4. 

Bell: I tbllulbt 1t we Jllat aorou the Una. 
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I oe.reonally th1.Dlt they ought to olose up and 
oome bome. 

There 1e another boepltal over towards the 
Swles border that some woman ln New York ls 
trying to --

Before you do that, let 1 s talk a to ut lt, because 
eome or those people - well, I am not eo sure 
about them. 'l'b&t voman, I don't know what her 
n&me le, had been staying vltb Mra. Franklin 
Roosevel t and ehe has got a daughter ln Franoe, 
Parle. She note a tboueand dollars, and she 
asked about U;. '!'hey aatd thAt wae all r1gbt 
and the voa&n sald, •I am aure l t oan go. 
Well, or courae, I auppoee I have got to send 
1 t to •J daughter, but :tor all I know she U.J 
uae lt :tor aotertalnlng eome German o:t:tlcers. • 
This 1e her ovn daughter. llbsn 1t oomes to 
a thing llke the Rockefeller Foundation, 
looking lnto this question, nov I understand 
from the President t hat we have got a 100 
oases of bad flu. I don't know. '!'here are 
different degrees ot tlu, I tblnk, ln Cuba. 
'!'bey are very muob worr1ed about 1t , you aee. 
It ls the klnd ot tlu theJ had during the 
World Var. It we are going to proteot ouraelYss 
againet d1eeaeea ae the reault ot this terlfflo 
a1tuat1on, the onlJ way to do 1t is through 
the Rockefeller Foundation. 

Cbamberlatn: That 1a the beat -J· 

H. l!.Jr: But .men 1t coMes to bavlng a lot ot waen : 
who &:on 't want to oome bolla running our hospital 
l n Parle, I don't know but what they bad better 
come bome. 

Cbamberlatn: That 11 a different eltuatlon. 

H.M.Jr: It ls an entirely d1fterent eltuatlon. 

Chl\mberl!l.ln: We mlgbt be able t o get a report trom the .. 
Rooketaller people on that. 

H,U,Jr: Well, Public Health bee a dootor right ln Perla, 
and you oan get 1t trom Dr. Perren. I would 
aak Dr. Parran. 

3:16 
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Cb8Jiberla1n: I vlll aelt hia. 

11.11. Jr: I voul4 aalt h1a whether he teela that thle 
thing 1a eoaethlng - whether the:r ehoul4 
1ta7 or ooae ho•. I voul4 do 1 t both 
va:r•· Dr. Parran oertalnl:r lhould tDov, 

Cbemberla1n: I Vlll taltl U liP V1 th hla • 

B. M.Jr: .&Ad the othe.r thing, the qu .. uon ot need, 
I would lUe to ltDov a lUUt blt aore abcut 
dlttrlbutlon. 

Cbuberlaln: To thelt -

B. I!.Jr: I .. an to the new oaeee. 

Cb&llb• rlaln: Vell, I Vlll look lnto that. I u ll'01ng to 
eee a aan troa Aaer1oao lxPreee toaorrow an4 
I v111 put 1t - set hla to 11Ye .. a tuU 
report on whAt heppene 1n lurope. I t eel 
prett:r eure rroa what llr. IVltt told .. tor 
the reaeon he p•e that the aone:r voul4 pro'b&bl:r 
reaoh the r1o1p1ent 1n lurope. The:r would be 
atra1d not to let 1t. 

li.II,Jr: I eae. 

Cb&llberlaln: I thlnlt that 1a a prett:r ll'Oo4 --

B.M.Jr: TbanJI: JOU all. 
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FOR I)Q.!EDIATE RELEASE 
ruesd!lY, AU[lUS t 6 , 1940. 

Press Service 
No. 21-82 

Secretary Morgenthau today announced a Bureau of Internal 

Revenue ruling affecting the Vinson-Trommell Act that will enable 

contractors to include as a cost the interest paid on money borrowed 

tor the acquisition of special fac111 ties in connection with 

contracts under \;he national defense program. The Vinson-'l'ralllclell 

.let Units the profits on contracts and subcontracts for naval 

vessels, Army end Bevy aircraft and portions thereof, 

Today1 s ruling, covering circumstances not contemplated when 

the original regulations governing the Act were issued, is expected 

to facilitate tho furnishing of capital end credit to industries 

desiring to participate in the defense program, The ruling also 

will make it possible for contractors of modest means to receive 

the same net profit on eoergency orders for the War and Navy 

Departments as contractors with ample liquid capital, Under the 

ruling, interest on working capital necessarily required to operate 

et:>ergency facilities al.so will be allowed as a coat, with the rate 

l~ted in both cnses to four per cent, 

Por the interest cost to be allowed, the Bureau of Internal 

Revenue will require certification from the Secretory of War or the 

Secretary of the Hovy that the money has been borrowed to purchase 

equipment or erect facilities necessary during the existence of 

the national emersonoy declared by the President on September e, 

1939, and th4t the Go't'e:nllllllnt will have priority in the use of 

such f~cilities tt~~ tbe~ lite. 
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Tho text of the ruling is as followR t 

"The regulations contained in eection 17,9(g) C4) 
of Treasury Decision 4906 (C,B, 1939-2, 404) and sec­
tion 16. 8(g) (4) of Treasury Decision 4909 (C,B, 1939-2, 
422) provide that interest incurred or earned shall not 
be considered in determining the oont of performing a 
contract or subcontract coming within the scope of sec­
tion 3(b) of the Act of March 27, 1934, as amended, and 
section 14 of the Act of April 3, 1939, rolattns to 
excess profits on contracts and subcontracts for naval 
vessels or Army or Navy aircraft or any portion thereof , 
This provision of the regulations, pro3cr1bing a general 
rule as to interest, is not to be construed as preventing 
an annual allowance for reasonable interest (not in 
excess of four percent per annuc) paid on indebtedness, 
the proceeds of which are used solely to acquire special 
additional equipment and facilities, the cost, or por­
tion of tho cost, of which is borne by the Government 
and, pursuont to a certification 1:111de in accordance with 
the provisions of Executive Order 8465 and the Joint 
Rules issued thereunder (I.R.B. 1940- 30, 15) and in 
accordance with the provisions of section 4 of the Act 
of June 28, 1940 (Public, No, 671, 76th Cong., 3d sess. ; 
I .R.B, 1940- 30, 12), is chargeable acoinst a contract 
or subcontract coming within the scope of nuch section 
3(b) or section 14. 

•such provision of the regulations 1& also not to 
be construed as preventtns on annual allowmnce for 
reasonable interest (not in excess of four percent per 
annum) paid on indebtedness in case such indebtedness 
is necessarily incurred to provide, and the proceeds 
of such indebtedness are used solely to provide, work-
ing capital for the operation ot such special additional 
equipment ond facilities, the cost, or portion of the cost, 
ot which s borne by the Government ond is so chargeable 
against such a contract or subcontract, No such allowance 
shall be made unless the contracting party keeps special 
accounts on his books and special bank accounts clearly 
showing such use of the funds in the porforaance of such 
contraota and subcontracts, 

"An annual allowance under the preceding parauaphs 
for interest paid on any indebtedness ohall be reduced 
by all interest earned within the year on tho proceeda 
of such indebtedness. 
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"Interest al1owable under the proYisions of the pre­

ceding paragraphs shall be treated aa an indirect factorJ 
expense and bo allocated to the cost of perforatns a 
particular contract or subcontract in accordance with the 
provisions of the regulations relotins to the allocation 
of indirect factory expenses. 

"The provisions of the preceding paragraphs are 
equnlly applicable in determining the coat of performinS 
contracts and ehbco~cta comins within the scope of 
section 2(b) or the 4ot of June 28, 1940 (Public, lo. 671, 
76th Cong., }4 sese. ; I .R. B, 1940-}0, 12) , relatins to 
payment into the Treasury or profit in excess of the 
specified eight percent and 8, 7 percent. • 

- oOo- • 
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August 6 , 1940 
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FOR J !' MORG/.l' !JTn :Ol<f /.NY FROM ARRl..Omr MOr.G:.N Si.HK . 

86~1 Rtftr cable July 5 sc~t thruugh EMbassy. SEcond 

~rrf.(trcph second sEntencE is I" dif1Ed by bcmk control 

dtcrtts trcn:mitted by Enbasay t.> T'rcaaury Depnrtlrtnt 

u1th suggEstions they bE c~~uniccttd by te legraph you. 

No notification ~~s been received b tre obstructing ~rdera 

thnt :4~- have bEEn issued u~dtr thcac decrees. Heed 

~ffict uf ExchangE Control ~~B returned to Pcria . F~rtign 

dt!lcrtru:nt and Central Franc Tt•tc.Buri ta of Sc.nk of Franc£ 

nnd banks still btrc . No co~unicctiona witb PariB 

atnoE ~th o 

MURPHY 

!rPD 

• 
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The aupplill fr'ooo the lleDIESPOR! hue been diacbJra-1 alld are be1QI 
d1etr1blltecl. llr. Darla had a talk with the Preaident about wort 1n W>OC­
oupiecl Fl'e.nee and tbe Reel Croea Wlderatanda that it tba Britiab pentt, 
the llcltEI!SPORf will ate recular tl'ipa between W>OCcupiecl r.rance and the 
IJDl.tecl St&~•• C&l'1'7iDC food tor children, olotb1JI& and aedical IIIPPli•• 
tor ret\liMI u well u cbildreo. .t.D application baa been Mde to ar-t 
Britain tor peraiaaion to pua tba llciDSPORf throucb tba bl.octede on recu­
lar tripoJ there baa been no .......,er •• ,..t. AD order wu ·~ yeatarclq 
br the Pree1dent &llooatill& $5 .UUona to Acl'ioulture tor agrtcu1tl11'&l 
aupplieaJ $2 .UUooa to tba Treu1117 tor the purcbue ot other auppliea, 
prillc1~ clothiQI and ...U.ciDu to be bo...pt tbrouch the ~at 
D1 'riel on ca requeet& f'rotl tba Red Croaa; $1 llillioo to tba ,........,. to pq 
tor coeta ot diatl'ibuUon ill lllttOpo, except ~rbeod which tba Recl Croae 
will pq torJ and $1 .UUon tor M& treijbt. 

In UDOccupiecl F1'aDce the diotl'ibution 11 beiQI Mde br the 5oc1ete 
A8er10&ill pour VictiMs de Guerre (S. •·'· G.) , a F1'ellCb organisation 
toned b)' tba Recl Croaa ill France , which worta thrcolcb a rreach a taU and 
carr1ee on tbe eotual diatriblltion. Tba Reel Croaa baa a auporrlaory atatt 
in r.raooe which ccnztrcle the wc:rlt ot tba s. A. V. Q, 'there ie a llhortare 
or gaeollne and U. Britieh wq be aetecl to oelld o....r peoline, but tbere 
1e little cb&JI(Ie ot tba1r aellding it. Tbare ia no dac1a1cn •• to occupied 
r.rance. ao.,.rDMilt wppli.u are DOt to be llled tllare and tile Recl Croll 
oxpocte to talk witll .,., ...,_ ~lor toeorrow in a.- in regard to an 
&rl'&llplllnt with tbe a....... tor wort in occ"!!ied rrance. 

Tba Reel Croea wq pouihly Wldert&te wort apiA in Poland but tba 
ean thq had there 1a - out ot tba country. tlley C&DDOt lhip auppliM 
into e&ropo but u:r bu7 rood mm.ropo, part.ioul&rl7 in ~JW~pry and Roo--·'"· 
TboRecl ero .. atrc11Cl7 lldrliU that the "Rockefeller lledical 1Jal.t be &1..., 
~ to t\ulotioo ill r.renc.. It will p:ronde tbia countl')' witll int!Jn&­
tion •• to the health collditio,. in F:r&nce and 11 to tba pouibUJ.t;y ot 

• 

opidoaica. 9114h illto:rwation woulcl be ot p-eat ftlue to tba Reel Croll / 
&ad to tbe people ot the coaat.J7 - tba applioatiODI tor rellet • &ad 
espoci&lly tor ...Ucal relief and tor tood , are ll&de later on. Tba Red 
Cl"ooa do11 not want to Wldertako tile oda1niotrat1on or tWidl contributed 
br otbor pr1ftte orpDisationo tor wo:rlt in r.rano.. !1>017 beline that 
where an orc&DJ.•Uon bal o.J.reeq been wortill& in rrance it lhoald ocnztill-
ue it 1t oporatea oo 1~ old beaia· n wolllcl p-ea~ •'barr&•• the Red 
Crou with ito preaent. olender ot&tt to lllldert&kl thio &dainiotr&Uoo. 
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Tile aitua\ia 1a Cb1aa bee -. oa.pll•W Ira dq to o~q. 
A contenaoe to ban 'bMD bald todq at. \ba St.at.a Depan-\ baa 'bMa 
poetpo* biCIDH of \ba ~. Jlli!IV par HS of \ba nppl.a. 
to1'lltlr~ aaat \~~roue~~ Illdo Qa1na ban baeD atoppacl aal \ba llr1t.1U 
Glo•iDI ot \ba au- roe4 ~ - to Mila 1\ '1V7 clltt1cnllt. to 1-' 
1u.ppliN \hroQIIa to~ ""hno. 

313 

TMN u d.Uou1s- ot 1ee1J'W •- a14 to nlllud tor \ba 'beeati\ 
or t.be ra1\apM .rr.. \be ..s.ct -· a-~ bad 'bMa -.tribllt.ad 
to ~ Bell ea-a for n.-iab rel1et. n baa baeD pi\ to \ba credit. ban 
of tba P1Jm1& Jllld er- 10 \ba\ \ba ... CroJJ .q 1a1a -....J. ot 1\ 
1A t.ba -' ot- at.alooia ot \be ....... ..Urttr. 
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1ft b- b)' MftrU7' an \o bo lli>P11e4 \o \U JIVall.a .. ot 

'boiiiU, U ob\&iaablo at or below ~ aa4 aooru4 1a'orao\, 

or U ,.., IO ob\&iaabll, \o Uao ...U.Uoa of 'boa4o, ool1.t 

'b7 lo\ , •' 10~ aa4 aoc:ru4 1&\oro1\, ~· 1fo boa4o are 

ro41-.bl1 a\ ~for \lao 11akiac-tu4 oa Dolo-r 1 ot 

oq 71&1' before Mftrl\7. Aa oo-ru u.. 7-1/r$ I.o&a, u 

vUl be &O'H ffta \U fOJ'Itlliae \Ull \U.\ M uo-.\ of 

f111,792, 500, 1,1, Uao _, ot 7-1/r$ beaU at pro_, _._ 

1,aa41&c, '--• a. oa J- 1, 1941. 

u 11, of cov .. , illpool1lllo to utol'lliAI 1a -

~ w;r t.llo _,, ot boiiiU ot \U \vo ,._, v!Ucb 11an 

1a pea\ 71&1'1 bola ropa\r1ate4 '' Juaoo, .t. •'AIIIlac pro­

ooclaN vu 1a'rob.oof 1a 1935'117 \U r.....a Qo.,..._,, 
nUMolac v!Uob 'lloa4o wro t.11a 1a ao....rroa& boaotlclol 

-r&lp. Ia 1937 a - o\IIIPlac pro0141u'1 vu •uc"', 

'boiiiU. hll .. ~\17, -r, Jroaob-o\OIIPM 'MIIIU - llan 

ro'-4 to \lao vaitl4 S\a\11 aa4 bollA• oat1014 to nl.._ 

'""''"• Ia U.. ob·--• a bettor or1Mr11& to~ o:r:1ot-

1ac J.olU.,. aliiMA or s.a t.ll11 _,rT vo1114 - to be 0. 

rolaU.,. -•• at 0041•1 ,.U •' hd• u ~ vUil 

\lao -h f'sn+w 18 ... Toa. ~ber 1, 1939 .... 

~·· .... 1a 11 ... -- ._.. - 111, J.9IIO ..,.n 

\Ill foU..UC ~· 
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The Secretary 

9fo/tr·v 
Of the two .&l:leriean t llllkoro ot tho 

fe:a:aa Co whieh were r atu.e4 pe,.,.1 to 

to take oil to Spain, one ho4 not 

yet laden ani oil and t he otjler 

d1oeharce4 ~edlatoly and t ook on a 

new c.rgo for a South American port, 

Detailed report 1a comlnr br ma ll. 

The ohips wer~ho #.eyM Md 

~nada. 

• CIAI!W 
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THE ADVISORY COMMISSION TO THE COUNCIL Of NATIONAL DEfD1SE 
PmERU ~ MIILDIHG 

WASil~ D.C. 

Actin& 1D U.. ea~ci t7 ot prorl41Dc ranuell &114 ot& t.ietieal 
!acillt.iu !or tlla otficae of U.. nrloua c-loalOD~e, .,. 
~• ua•bli.D& clat& 011 "'l'lir-tl tor .U1t&r7 &114 ei't'illaD 
purpose•. An ~ !actor 1D tlle oell-"'l• of requir~e 
11 tlle pa:rcbaeiD& proaz- ot ar-t lr1 t&1D. 

A aaber of our ate.t! baa rm.....S tlle nrloue clat& whiell 1"" 
reea1Te reauJ,&r~ rr- tlla lr1 t.i8ll l'llrcballD& c-loalon aDd 
aloo t&bul&Uone wbiell 1"" pre~• 1D 1""1' """ ot!lee. !hia 
in!orat.ion 1e Ter'T eu1111Ual !or our proper tlmct.io111Dc. 

I woald appreoiete TerJ •ell 1""1' providiDC uo w1 tll current 
copieo ot tlle pbotoat&t Mteriel pra~ed in your office weekl7, 
lllliiiW'1•111c tlle orders &114 dal1Terioa 1111der tlle British l'llrellu-
111& Proaraa, u well • • a back tile. Ao we lllldarat.aml it, tlll 
clat& are prepared tar approrlm&telf tw111t7-tiTo indllatriel or 
co..adi t1 ea tecorlea • 

1fe IUiderat&Dd that it will be ditt1011lt to ol>t&iD .nre copies 
ot tlle det&lled reports prodded br tlle 8r1 t.iob l'llrebaeiD& 
Co..taaioD. In Tin ot tllia tact we caD, witll 1""1' peraiasiOD, 
arrenc• to pbotoatat a ccPJ ot tllio report, lllil1& a1 tllar tlle 
ona prodded to .... (wpdMIJ or tlle ..,. prodded to Colonel 
hnla. 1fe oboald "er'T .,ell like to baTe your approTal 111 tll1e 
Mtter. 

In addition to w-t.ioD 011 lrit.iob plll'eballl> ... oboDld aleo 
liie to baTe earr111t &114 past copiao ot your 'IIMkl1 report& OD 
Drdara, delherieo Uld dal1 T&rJ oelledul•• 1JI tlle a1rpl.a1le 111-
clv.atrr. We appreoiete tha taot tbat all tlaeae report& are lli&lllT 
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TREASURY DEPARTMENT 

I NTER O FFIC II: COiolloiUNICATION 

DAT& Allcuot 6, 194o 

, 0 Seerotar,y Hor eenthall 

,00~ ::r. Cochran STRICTLY CONFID ENTIAL 

At J :CO thie ntternoon the Secretory received Governor Or~ ~owors of the 
;.... of Canda, 1;1)011 an appohltment made by the CN>adian llinhtor 1n llaahl~on . 
.. usn. Bell and Cochran were preeent, and Pro!eooor Chamberlain wu eallod 1n 
i:;rlz;c the eonveroatlon. 

!:r. ~overo oteted that tho llaAk of :?r~nce hnd certain cold on dCl)oait with tho 
:a.::· of ~ 1111d that the ?re.oeh Oonrn.unt bed e Tlnited Statea dollar aeeol:llt 

~!le llcllk of ~. It h anticipated. tb4t an Ordu-!n-CouneU, vh!eh heo 
'••llrt~.t..• been dr evn \lXI bT tbe Canad.18!1 Oonrm:ont, will be hilled within tho next fev 

!:.~•· vblch will plo.ce fTench assets in C&JW!&, hleludin& tbe gold of the Pan!< of 
rrrnce :md. t he United Stat eo dollar• of the French OoverNient , under •nrotect1Ye 
C'!stoey" . The C.'\Jl4dian of!icials are a little concorne4 leot :i'ri!Jlce might endenonr 
te t...:o soce sort or retaliatory action vbich mipt !nclllde nn effort t o ath.ch llcllk 
of C.UU.de !undo on de:pooit with the !'e<!.eral Reserve l!ank of !lew Yori:: . The only 

' co>W>t of tho l'lllllc of Cl\ll<ldn in the Tlnited Ste.teo 1o vith tbo Fedol'Ol Reoerve l!anlt. 
~ .. rnor Towor o inquired , t herefore , whether it aicbt bo poaai ble for t he l!ank of 
~~~de aceou.nt vi tb the Fodere.l Reoorvo l!nnl< of l!e11 York to be tre.noformed into nn 
•ecollllt of tho Dominion Government ·41. tb the Federal. 

Secr etary ll.orc entheu replied that we bod cade ouch an orr~""ent vi tb t bo 
:rltiab, vbon tbo latter feared that tho Cl<>rlt&lll misbt endenvcr to 10ttach certe.in 
~...._. ~n the l:w York market >tb1eh were in t he nm::l of t he knk of l'ngl.O!Id . !l'bo 
!ecretary aorure4 Oo•ernor Tove.re that we ""uld be plea oe4 to ace alcilu arrengo­
:•<ts ce.de tor t be Illul:c of Canl:.de. . It vaa reeo=tndod t hat Governor 'lover• talk 
'lroetl.J' vith •~eooro. Sproul and Knolce of t bo ?eder&l !l01erve I!&Dl< wen he vhl.to 
:._ Torlr: to: orrov. It vaa uplained to Gonrnor !;!ovoro t hat the negotietione vith 
~l:e :;rttlab required oome ti:ze, but that otr.ce the aachinor, hao nov been sot up , 
:~e arr~e:er.t vitb Caneda ohould be a sl.cple one to of!eet. 

Tho SocretN')' tben raised tbo queation of t ho :Bank of Caoade corrylng a special 
reeo..,,t wl.tb t he Federal R"'orve 1lcJ1k of !lev York tbroutlh vbich all purehuea of the 
Conr.dl.an Oover11mont on t bh a>arket ...,uld 'be handled. Tbh quoetion had been """­
:1onod in tho couroe of a con't'Oreation between Hl.niotor 0. D. Howe end Secretary 
l!or~enthau in llaabineton. and hed 'been tbe 1u'bject of n letter f roc l.tr . Towere to 
l.r . Ho~to , a copy whereof b84 been p rovided tho Secretary br l·lr . Purvio . Tho Secretary 
•X!>lainod t o Governor Toworo that the purpoae of Aoldllll tbe Ooverlll:lonto af Great 
Srltnin and rr111101 to utablioh ouch apodal account. whon the wer broke out bed boon 
twofold In t be firot place it gave th1o Oonrnment ini'ormation in regard to what 
P'.:.tche.o~o vera bein& lllldo on • our market and tbuo pe,.itted Ill to orran&e for our ovo 

. etc., OJ>d, oecoad.ly, it helped toward tho end of elimiu.tl.n& ;:>rofit a to 
,..;.oro throuc;b coDtrolll.nt; U~:portent ...,unto of fund• and allo throusb. :t ~ t ":he 
Pl:.:'ehoo!.Jlc ftG&nta t or t bo depooitl.ng OoTe,..,enta. Tho Soeretuy r c a.-.: :n 
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( -2-

qnw w worlcllll wU wiU. Ule :rn.. a1. tM ~Uoll ...,. \bat 11r Pant w 
ucoa\17 c011Pl111•''"' 1\. • • • ~ 

!I'U her~ 4U Mt, U..lllon, Ul1ak \!Ia\ u.. .,_.. fit ~ :poilif-o _.. 

n.\ ot U.. lieU: fit ~ ...,.. 111 ..., Tork, wi\lt. fllale \r.utwrllll \o \lie latter 
,_ \ lt.o ..,_, ot Ule lui< fit a..la wi\11. \lie h&.ral ......... fit llw Tift 

WOQ14 lt JlMJ'J.7 ao MtlllfMta7 U \Mt elf 0 ... '1111*111& \he Mperato UDIU\ Oil~ 
tu f e4eral , aa1. ll&ktal all popa\o _.,... l\ . looww '-• prcatellll \o \aiDt 

tbh .u ... liP wi\11. llr. K11o1ce ea lt.lo wid\ '-•· .a .... 1111 \lie a...r"-F \ll.t 
for lt.t o pan. lt.e """ willillc to uollpt \IM l.4ee. !bit a...retUT \oU 1t.1a, lt.owoo 1111 , ' 

to trt»lll7 lot lt.1a bow 1t U _. tal\ \bat .., \I'OIIlllo-• UftlouJ.Uoo wv.14 ... • 

lD10lYM , 

!lt.o her~ np1 eh" \o 0..... "*•• \!Ia\ Protoooor Cllla'krlala -. Witt­

lac oa ov Ooatr.l ot hrelp J'ub, M4 \!Ia\ lt.o -u ... 111\oue\14 111 111:eow1ac ..._, 
h 4olllc olOIIC \lt.h lS.U. Gvoasor '-• o\a'llll \!Ia\ \M, - la'iW 515 

·~~01'101 on \lt.h work ta au.la. llr. '-• h Clt.olftiOil ot \lt.o loaM fit tl'OW. !lie 

loU: ot Oou.da 4.ooo Ule hollllioal -'rol Jo'll tor \lt.e Wod!ee lllel.o\17 fit Jlae">OO. 
Onr Jl,OOO fOfto are lt.olollllll 4.o11T ._. \lt.o ' "ee Ooe\rol . a- 111n11r h ..... 

.U•e4 111 -.r \erri\017, raittoaoeo troe "eMf1ee• to •orwecba• OH ,..tttol 

oalt 1v ,..,. acepU-.1 ~-h. !lt.lo latoruUoa -. ,....,. ta - \ o \lt.o 

..... I I UTI I illqulr7 • 

DGrliiC tlt.o ooa,..•Uoa \lt.o qunloa ot hOD& &014 ta llar\talqu erooo . 
Ooftreor ,.., .... n;orooellll lt.lo rocret a\ \lt.lo 1014 !laftiiC lflf\ Wltax, 111 WJ.oll 

w 'llor tho 0ftn7i11C ..rolllp, \lt.o •u• Jerita, •• at UAibor tor \w woka. !be 
c •• ., •• Goiez oe\ 4U so\ ,..,. ponhoioa t or \lt.o olllp ~o olMJ' , 'llllt \lt.o hoeoll 

c-ua. ... lhr•\OM4. \o uo lt.lo ,_. lt llllrro -. .., oppooltloa \o lt.to 41por\vo 
floca port with \lt.o pU 011 'lloeN, !be 01ee4'• .. W so 'iWUolo ta \lt.e porl ot 
l!aUfu at til-' \tao oepa'll1e fit 0ftn7i11C oa a 'llaUlo wi\11. \lt.e lt.onler .Uo Jer\111. 

!horo ..... ohoro pa1 WJ.olt. o01114. ba'iW 'bow uallll otfocUftl;r. bv.t tlt.o aevf!nl 

cbooo eot to rooorl h toroo wi\lt. \lt.o JrOilolt. at llt.o o\ap ot 111\-Uovl lllfalrt 

llblch \ lt.ell o'lltalallll . 

Ia JPeeltiiiC wi\11.- an. l•.UC \lt.o ....... .,. •• ottloo, Mr . ,_.- ot , .. 
oplDioa t!lat tlllrro Wlnllt 11o u -••alv tor lt.lt 'beak or \lt.e O..Mftce !r--r Hllll­

ltc ""' t o • .., Tork wi\h atlt.oriV \o ollp opoolal e o a uh ot \lt.o lllelt fit OeMfa. 

Ia h tlt.e poliq -· wi\h tlt.o lllelt ., lloekoal .,_ 1lolJic uol .. \lt.o .... .,. 

b low York, tor all ..._ •• 'be ._ M4 alpol ta Ott-. 

la tolltlJic with *'· I'Mite Ill , .. Nenl .. _.. llult a\ 5100 Wt eo '•• 1 

told lt.1a \lt.ot Gvoaw '-- lie& 'rlalHI u ,..., M4 wlll4. pro'lleUT 4.rep ta • 
llr. Xaot:o taenrM. llr. I'Mite W neelnl ,_ ••=w !owere a ldd 111 ~ 

to tho pooal'blo \reelll-\loe t/6 \lie ._ ot l!pae4.a eooa•\e late :-:·~·=-=~· .. - .. 
ICOCWlh, I \ol4 Jlr. IMIDo \W \lie ..... .,. fit \lie !r__,. f-ol ee - • t 

bolac ee4o ... , or \o \lla\ 'ldllolt. •• a.- uot t• t1t.o ~Uelt.. 1 olto 1ft lld8 
bow t lt.o\ tlt.o .._ .. .,. 11.epo4. \W tM J1u1t fit CllaUk .-14. oeta'llelt. e • .,..-. 

' IC,OOWot wl\h tlt.o Jllllenl .. IWI6 .. M :fW I' OM ee We~,:_ ~~t~e 
• XllOb to 1101te aft11alllo \o lw- ,_. tM tw _... • - - _. -
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TEL£0RAII SE..'iT 

AJ\IEIUCAN CONSUL 

ALGlF.RS (ALGERIA) 

45 . 

August 6, 1940 

tl p . r,. 

ThE Treasury DepartmEnt providte thE fo11or.1ng 

answEr to you~ 69, July 31, 3 p. m. : 

333 

"You art advisEd tila t the following ·ransact1ons 

involving propErty in f'hich france , or an~· national 

thErEof, has at any tim£ on or sincE JunE 17, 1940, had 

anv intErEst, dircct or indirEct, may bE Efftcttd only 

pursuant to a 1i otnst issuEd by the Storctary of ~~£ 

TrEasury pursuant to ExecutivE OrdEr No. 8389, as amEndEd, 

and lltgula tions issuEd pursuant thtrEto : (a) all trans­

fErs of crddit bttwtcn any banking institutions within 

the ~ntted Statts ; and all transfers of credit bt~t£~ 

any banking institution outsidE thE United Statts; (b) 

~11 paymEnts by or to any banking institution within 

the linittd Statts; (c) all transactions in foreign 

ExchangE by any person within the United Statts; (d l 

thE Export or withdrawal from the UnitEd Statts or the 

tor-marking of gold or silvEr coin or bullion or currency 

by any person within thE UnitEd Stotts; (tl all transfers , 

wilhdrawals , or cxportnt1ona of, or dEalings in, any 

tv1dtncts 

• 
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- 2- #4~, August 6, 6 p. m., to Algiers (Aleeria) 

evidrnocs or indrbtrdncaa or evidenora or ownershi p or 

property by any person within the United States; and (f) 

any transaction for the purpoet or which has the rftrct 

of evading or avoiding thE foregoing prohibitions . 

Application for a license to effect any of thr transac­

tions above referred to may be made to tht Federal Reserve 

Bank or New York by any party to auoh transaction, 

whether or not in the Unitrd States, 

"~1th1n tbt meaning or the Executive Order the term 

'Pranot ' includes tht l~tr end Government of France on 

June 17, 1940, political eubdivtsiona, agencies and in­

etrumental1tics inchlding ita territories, depcndtncics 

and possessions and persons acting for the benefit or 

on behalf thereof , end any and all other govrrnmcnts 

(including political subdivisions , etc.) to the extent 

and only to the extent toot such govcrnmcn ts extrcis t 

or claim to exercise de jure or dt facto sovereignty 

over the area which on July 10, 1940, constituted France. 

"The ttrm 'national' or Franc£ includes nny person 

who has bttn domiciled in, or o subject, citizen or 

rteidcnt or France ct ~Y tiMe on or since June 17, 1940, 

but dora not include any indivldu~l domioiltd and residing 

in the United States on July 17, 1940, and also includes 

any p3rtnership or other organization, includi ng Qny 

corporation organized under the lows ~f, or which on 

July 17, 1940 

• 
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-~- t4S, August 6, 6 p .~ ., to Algitra (Algtr1~) 

July 17, 1940 bad its pr1nc1pcl plcot of bualntaa in 

Frnnot, or which on or afttr such dates has bttn control­

lEd by, or c substantial pert of the otook or othtr 

scouritita of which has betn o~nrd or controlled by, 

directly or 1nd1rcctly, one or mort 'natlonalo' ot Frcnoc,• 

EA :IISO 

• 

:IE LIES 
Acting 
(FL) 

• 

I 

I 
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R.M. Jr: 

Opera t or: 

R.II.Jr: 

Frank 
Knox: 

R.M.Jr: 

It: 

R.lLJr: 

It : 

H.II. Jr: 

It: 

R.M.Jr : 

It: 

R.M. Jr: 

It: 

R. M.Jr: 

Hello. 

Secretar:r ICnox. 

Hello. 

Hello, HenJ':y. 

Hew are :you? 

Augyat 6, 1940 
2:14 p.m. 

I 've been tl':ying t o get bold ot :you ao aa 
to a.J'range a convenient t1ae t or :you t o 
have a talk with both Mowrer and Dononn. 
The;r•re bot h heJ'e t h1e afternoon and Sill 
il leaving toni~t attar dinneJ' tor New York 
and I think you d get a hell ot a lo\ out 
ot a talk with Donovan - - well, you would 
with MoVJ'er too tor t hat matter. 

Well , Mowrer called up through m:r press man. 
He's coming in at 4:15. 

He ia, eh. Well , do you want to aee Bi ll? 

I'd love to but I'm aort ot baWled up t h11 
afternoon. 

Well ••.•• 

Do :you auppoae he could ' coae in about 4:45? 

Well, he 1 a going to call •• back and I told 
h1a I'd get i n touch with 70u and I 'll aak 
h1a and I' ll let :you know. 

Will 70ut 

4:45. I think i t '• worth &&king a little 
1queeze pla7 tor beoauae he brought baok t o 
•• 10111e ot the ao1t intereating atutt I've 
heard t roa over there. 

Well, I'd like ver:r much to talk wi th h1a. 

336 
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JC: 

H. M.Jr: 

JC: 

H.l!.Jr: 

JC: 

H.M.Jr: 

JC: 

H.M . Jr: 

JC: 

H.M.Jr: 

JC : 

H. M.Jr : 

K: 

H.M.Jr: 

l: 

- 2 -

All right and I'll call :rcu after I'•• 
talked to h1a. 

Yeah. Nov, look. While I've sot ;rou on 
the wire, I've Juet besun t o tight. 

You'•• vhatt 

I've Juet begun to tisht on thie oil 
buei neea. Nov, mJ tellove t ound out that 
the ~idevater 011 Ooapan:r hae a halt 
intereet in a retiner:r i n Japan and I 
want t o eend t or the head ot the !idevater 
CoapanJ and I' d k1nd ot l ike to do it with 
the 1laT7. 

Yeah. All right , I'll do it vitb you. 

lUll you? 

Sure. 

Well, euppoa1ns I call th1e tellov up and 
eay that you and I'd like to talk to h1a 
and want to knov vhat he'• doins down there 
1n Japan and what proceeeee be'e got, et 
cetera, et oetere. 

Yeah. 

Bov'e that? 
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'!'hat' a all right blat don't aake it after 
'!'burada;r noon th1a week becauee I '• ~ing 
out to Cb1 oago '!'burede:r noon, then I • 
coaing baok through H:rde Park 1r1da;r afternoon 
-- get there about 5:)0. I Well, Wben ;rou oall noon, Vhat'e noon? 

What? 

It I oould get thea here at 9 o'clock 
'!'burade:r aorn1 ng?. 

'1'hat'll be all r11bt. 9 o'clock '!'bureda:r 
aorn1nc. Call ae back it :rou aake the date, 
will ;rou? 
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H.M.Jr: 

It: 

B.M.Jr: 

JC: 

B.M.Jr: 

J[: 

H.M.Jr: 

JC: 

H.M.Jr: 

It: 

H.M.Jr: 

JC: 

B.M.Jr: 

It: 

B.M.Jr : 

B.M,Jr: 

- 3 -

I'll oall 10u baok and then the other tb\ng 
wb1oh I'd 11ke to do -- one of the Standard 
01la, I don't know wb1oh one, baa got one ot 
the two planta 1n the Dutoh laat In41ea. 

Yea, I knew that. 

And I thought I 1 d t1nd out wblob one and 
aak that fellow to ooae down. 

All right. tbat'a fine . Better aee thea 
.. paratel7. 

Well, auppoa1ng I had Tidewater at 9:00, 
would 70u want to tell the other fell ow -­
when would 7ou want to eee ••••• 

Well, tb1a ia Tbureda7 we're talk1ng about, 
ian't it! 

Yeah. 

Tbe f1rat anfagement I'•• got 1a 9:30 and 
then I baYen t an7thing unt11 10:}0. 10 
o'olook would h1t me all r1ght . 

10 o 1 olook would blt 70u all right. If I 
could get one at 9 and one at 10, huh! 

That' ll be all right. Then I'll run in 
between. 

Bub! 

I'll baYe to come baok oYer here 1n between. 

Well, would 70u rather have ••••• 

Well, I'll tell 70u what I'll do. Tble 1a 
one ot 1&1 own atatf, 1f 7ou oan .aka 1t 9 
and 9:)0. 

9 an4 91 )(). 

!bar~, Ja&h. 

Well, I'll tee what luck I b&Ye, 
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r: 

R.M.Jr1 

11:: 

R.M.Jr: 

11:: 

- ~-
All P1pt, an4 then let •e know. 

I'll let rou know. 

All rlpt. 

'J'baDk JOU • 

GooG-'bfe. 
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R. M.Jr: 

Operator: 

I. I . 
la4ler: 

H.M.Jr: 

5: 

H.M.Jr: 

8: 

H.M.Jr: 

9: 

H.M.Jr: 

8: 

H.M.Jr: 

S: 

H. M.Jr: 

S: 

Bello. 

111'. Badler. 

Yea. 

A~a\ 6, l'JIIo 
2: 2 P·•· 

Morgentbau epeaklng. Rellot 

Yet, air. 

Thle h IC'orgentbau. 

Yea, llr. 

VbT, Mr. &adler, are you oomlng down to 
Waeh1ngton 1n the next day or tvo? 

I oan ooae. I hadn't planned to come. 

Well, I'• 1ntereated 1n learning aometblng 
more about tetraethyl lead and aleo leo-octane 
tluld. Rellot 

I'll tell you Vbat I vould euggeet. !be aan 
Wbo knove •ore about tetraethyl lead than 
anybody elee 1e our Mr. rrank Bovard. He'• 
golq t o be ln Waehlngton I think ln the 
next day or tvo. 

I eee. Well , I vondered lt be could be 
here t oaoJ:'I'OV atternoon. I thlnk bot h 
Colonel lnox and I vould llke to eee h1a 
together. 

Jun hold the phone one eeoond. I think be' • 
ln the next roo• to me here and I'll tlnd out. 

'l'hank you. 

(Pauee). Bello, Mr. Secretary. 

B.M.Jr: I ... 
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H.M.Jr: 

9: 

R.M.Jr: 

5: 

R.M.Jr: 

9: 

K.M.Jr: 

9: 

K.M.Jr: 

9: 

R.M.Jr : 

9: 

H.K.Jr: 

S: 
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Ria phone !e bua7 richt th11 minute -­
(.hide -- run and tall Mr. J'ranlt Ro"'rd to 
call •• right awa7 on the phone.) 

Well, look, JOU could oall me baok. Would 
he know alec about iao-ootane t luid. 

Yea, 7ea. He' a thorough17 intormed on it. 
Be'e the head ot our reaearch department. 

Then aleo, I mean, J OU know thia Whole world 
oil aituatlon better t han an7bod7 else. 
Hello? 

Yee, air. 

I mean, it 3 o'olook t oaorrow waa oonYenlent 
tor Colonel l nox, could bo t h ot JOU come 
down and eee Colonel Knox and SJ•eltt 

Wall, let me call you back and, ot course, 
we'll ti'J to make lt convenient, Mr. Secretary. 

Well, he'a lea•1nc town Thuredft1 noon and 
I'm talrly tree tomorrow afternoon - - I 
don't know whether he 1a or not, and I tell 
JOU what I'll do. It you'd call baok on 
Dietrlct 2626 .•. .. 

Dietriot 2626. 

•• • •• and aek t or Lieutenant Mclay 

Lieutenant MolaJ. 

•.••• and he'll know whether lt '• 0. I. 
with Colonel l nox. Bee? 

Yea. 
And I want to go to eobool. I want to know 
all about tetraeth)'l lead, Who aakee it and 
the lioene1nge -- particularly, Who'• lioenaed 
outaida ot the United State• to aake it, and 
what, 11' any, aubatltutl thara 11. 

Well, ae tar aa we know thara ian't &n1 
oo.parable aubatltute • 

• 
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R. M.Jr : 

S: 

H.M.Jr: 

S: 

R.M.Jr: 

S: 

H.M.Jr: 

8: 

R.lt.Jr: 

S: 

R. M.Jr: 

S: 

H.M. Jr : 

IS : 

R.IC.Jr: 

- '-
And then tb11 queetion of the flow of oil 
fro. either Jlexioo, Yene&uela or O~loab1a 
lither toWIJ'de Japan or t oward• lurope 
I 1 d like to be broucht up to date on th. t. 
Walt Juet a eeoond until I note that too. 

the flow froa Xtxioo, Ooloabia and Vene&utla, 
I atan, wbat part of their oil il going to 
lurope and wbat part of it 11 going to Jepan. 

Yee, eir. 

And then general 41eouuion 011 both thl 
Japaneee and the Otraan eituation, you •••' 

Yee, e1r. 

Well, if you gtntltaen oollld oo~ down - ­
I'll oall up Colonel lnox right awey and aek 
b1a if 3 ie all right. You oollld fly down, 
oollldn' t you? 

Oh, 1\IJ'Il)'. 

And when r ou call up Lieytenant Molay will 
haYt the anewer, if that • oonvenient tor 
JOU. 

All right , eir. Well, we'll aake that 
oonvtnltllt f or ue. 

o. 1 . I aean, rou havt no board aeetlng or 
&n7tb1ng toaorrow. 

Yet, there'• onl7 one potel ble ooaplioation 
ud we ou probabl7 overooae that b7 bringing 
a nbeU tutl for 111'. Bowa1'4 if •• t.an to. 
I tb1Jik be '• dOWn vi th thl Stltt1n1ue BoiJ'd 
tOIOI'I"'W Oil IJlltbiUO J'llbber. 

Well, we'll lit b1a IXOUII4 froa that. 

All I'SJ~bt. Val~ I lD &Ill IYIDt I '11 bl'1111 a 
eubaUilate f ol' IU8 1t I llaYI to. 

••u u.. aa111 w-. -- u 1an •' eo _. tt~e 
wolldeal aa l _, to knlllf the ....U1•Uou 

ot tbla ueeo•liiC *•· JOII '"' 
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R.M.Jr: 

6: 

R.M.Jr: 

5: 

H.M. Jr: 

5: 

H.M.Jr: 

5: 

H. M. Jr: 

5: 

H.M.Jr: 

S: 

H.M.Jr: 
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Yet, air. 

I mean, where all 11 1t made and the whole 
picture. 

343 

We'll have all ot that. Now, 70u want the 
world 's leo-octane production and tlow and the 
eaae tor lead. You want to know t he current 
movement• ot Mex1oan, Ooloab1an and Vene&uelan 
crude ineotar aa Japan and Europe are concerned. 

I don't know whether th17 eell an7 ret1ned. 

Yea, well, the7 certalnl7 do but I think 
none ot it it aovlng troa Vene&uela and 
Colombia probtbl7 except t o the U. K. I 
don't think an7 ot that current17 11 going 
to Japan. 

Well, now, we've been t old here, tor instance, 
that Japan hae a reeerve or 69 million barrel• 
ot oil. I don't know whether that's true or 
not. 

8oun4t tantaetio to ••· 

Well, that'• wha t it did to me and ae I ea7 
1! 70u could be up to date on What the 
Japaneee eltuation 1a and what the Oeraan 
a1tuation 1• -- bello? 

All rlght. Now, I ' ll cet the beat 1ntoraation 
I can. !he Orlantal eituetion aa7 aake •• 
take another un down there, Mr. Walden, who 
hat our ••••• 

Well, now I phoned Walden to coae 4own 
!hurt4a7 aornlfti to eeeOolonel Knox and ae 
on the D-.1tob Eatt Indian thlnc. 

Well, he'll have all the Jap etutt too. 

Well , the~ bring hl• alone and he could, 
1t neoeeear,, etaJ over. 

All 1'1ibt. ell'. 

It w111 have cotten a phone oall rroe ••· 
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S: 

R.M.Jr: 

8: 

R.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

8: 

R.M. Jr: 

8: 

- 5 -

All right, and be'• coins to be there 
fbur•daJ' morninc. 

Well, Colonel lnox and I ware soing to aee 
hia Tburada7 mornins ••..• 

Tben th1a ia Tburada7 afternoon. 

Ro, I'a talking to 70u about Wedneada7 
afternoon. 

Oh, 7ea. I eee. 

I vae planniDi it it wae agreeable 
Vedne1da7 at 3 O'clock tor 7ou. 

I'll bring George Walden down alao. 

But 70u bring Walden down and then uybe 
he won't have to ata7 over. 

Yea, air. All r1gbt, I'll get right after 
1t and then I'll call Lieutenant Mcla7 back 
in th1rt7 minutea. 

But the thing that I called Walden on wae 
that I underatand that th17 own a plant in 
tbe Dutch Eaat Indiu. 

That'• right. I'll tell 7ou, Mr. Secretar7, 
Mr. Walden'• coapanJ auppliea the aarketa 
all the wa7 trca Cepe ! own in Atrica and 
through Auatralia and Oceania and ao f orth 
clear to Vladivoatok. Tbe7 have a ret1ner7 
1n production and tbe aarketa in all tbe 
Orient. 

Now I alae underatand that tbe !idava'Ur 
have a half 1ntertlt in a plant in Japan. 

Vall , we'll have to cat tbat troa Mr. Walden. 

Vall,' I'va -alkad a !1dewattr tellow to ooae 
down, but if Walden ooaa• down w1tb 7ou, be 
won't have to 1ta7 over. 

All r1Sbt, air. Vall, I'll tall b1a. 
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R.IC.Jr: 

8: 

H.IC.Jr: 

8: 

R. M.Jr: 

S: 

R.IC. Jr : 

S: 

- 6 -

Yee, Ill'. 

then there'• one other \hlnc While I ba•• 
JOU. If JOU OOU14 flnd OU\ l~e\blnc -­
wbat k1n4 of reflnerlel \here are on \ba 
0anai'J hlan4t. 

Well, I \blllk I p•• \hat 1ntor.aUon to 
Puleeton \ba other daJ. that'• • 5,000 
banel ret1nel'f, •• I rnnbu the t1gure, 
but I pn the t1gure to Puluton. 

0. I. All r1sbt , tbat1 1 r1Cht. 

All l'lcht, Ill'. hOI'Itai'J. 

!hank JOU. 

Goo4-bJe. 
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R. M, Jr: 

Operator: 

R.M.Jr: 

Swaner 
Vtllll: 

B.M.Jr : 

v: 
R.M.Jr: 

V: 

B.M.Jr: 

V: 

H.M.Jr: 

V: 

B.M.Jr: 

If: 

Bello. 

Mr. Velln. 

Bello. 

Bello, BenrJ. Row are 70U7 

I'a t1na. 

I hope JOU got eoae reet. 

Ob, I bad a wonderful t1ae. 

Vall, I'• avtullJ glad. 

SorrJ that I couldn't accept Jour 
boap1talitJ toaorrov night but I bad a 
pre•ioue engageaent. 

Well, l'a awtullJ eorrJ. I hoped 70u 
could. I vented thea to aeet the people 
in the Cabinet bert and the7're onlJ going 
to be here untortunatelJ Juet that one 
night. I' a avtull7 eorr7 JOU oouldn' t coae. 

I aa too. Swaner, I'•• been doing a little 
t1gur1ng on o11 and I wondered What wee tba 
eouroe ot JOur 1ntoraat1on on the 69 a11Uon 
barrel reaerYe t or Japan. 

I • 11 be glad to tell JOU. Malral GoNltJ 
vbo sot 1t troa tbe1r own eaoret t1gurea. 

I aea. I eee. 0. I. 

Wow 1n re,.rd to the ooapan1ea dealing w1tb 
lpaln, I bad thea all down laet weak and 
we're aaeeabl1ng the 1ntoraat1on that tht1 
aent ue 1n written tore aa to their oontraota 
u4 tllelr ah1peanta our the peat tour Jeera 
an& aa IOOD &I VI baYI thole OOllated l 
a~~t to ban a obanOt to talk wlth JOU about 
u. 
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R.IC.Jr: 

W: 

R,M,Jr: 

W: 

R.M.Jr: 

W: 

- 2 -

'leu. I '• ., err llllll1 ou• to '-U " JOII 
a'boat u. 
All r1sM, ltni'J. 

lo I'll hear tl'Oa JCII 1oon. 

., ... 
ftlanJt JOII. 

All r1&ht, tballk1. Ooo4-bJe. 

. . 
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( 
( 

H.M.JI': 

Optl'ator: 

R.N.JI': 

8eoretar7 
8t1aton: 

R.M.Jr: 

8: 

H. M.Jr: 

8: 

H.M.JI' : 

8: 

R.N. Jr: 

8: 

B.M.Jr: 

8: 

B.N.Jr: 

Bello. 

8toretary Btiaaon. 

Bello, 

Yet. 

tUI'I n 6 , 194<> 
:119 p ••• 

Wtll, we'•• had a little trouble gettlng 
taoh other -- Henry Morgenthau. 

Tbat'a all right. I onl7 called up to tlnd 
out whether the tlret etep bad ooae ott 
aooord1na to progl'aa. 

Well, 70u aean on the taxea. 

On the taxea? 

Mo, on the toraulation ot a paper ln time for 
Brother Cooper. 

Ob. E'ltr7thlng aa far aa I know went ott 
tine and bt ude hla atateaent at noon whlob 
oaat o•er the newt t1oker and ht ude a 
atatnent word for word what be aald be 
would do. It wet a ••1'7 atrong etateaent. 

Well, that'• good. !bat'• t1nt. 

8o t'ltJ'7th1ng went ott aa pel' aohedult 
bectlllt I eaw 1 t on the neva t1oktr and be 
tald bt vat talking tor Senator Barr1aon 
ud hlaeelt and that tlltrt waa no reaaon 
wh7 the aanutaotunre tbouldn' t go ahead 
an4 e1gn up. 

And be epoke or the Joint bear1ng•' 

And tbat the Jo1nt btar1nct would etart 
t~aure4q aoll'lllnc. 
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H.M.Jr: 

8: 

B.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.JI'I 

- 2 -

Yea, that'a COOd. Well, BIDI'J, I CODCJ'IIhl.Ue 
rou. You han4lad \hat beautlfullJ reater41J. 

Well, that:• ••1'7 klnd of rou. I thlnk 
that there • a sood ohanoe that ther .., set 
1t thl'ouch br the 17th. 

•ell, that'• sood. 

Yeah. 

'fhat'a good. Well, I SOt 10111thlng tbroUSh 
to4&7 too tba t I '• ••1'7 auoh pllaeed v1 th. 
I sot _, &r1enal1 solng. 

Your what? 

117 &l'lenall. 

Oh, reallr. 

On a 6-da;r week, 48 houre. 

Wonderful. 

Tb1 Preeldent hal pa111d lt with 
and 81dneJ Hlllaan over here, and he VII 
verr oooperatl•• and very helpful. 

One thlng -- oould I aake a eugut1ont 

Yea. 

Would ;you lnqulre troa vboaever the proper 
peraon 11 -- tor lnatanoe, I VII talkln& vlth 
Harold Iaku and 1 t aeeaa thl1'1 1 I SOlD& to 
be a queatlon ot lloenaea tor -- aa;r, 
gaool1ne to Japan, or eoaethlng. You aeet 

Yee. 

And I believe --but I 1a not aure of the 
uoh1nei'J -- that before the State Departaent 
liiUel IUoh a lloenll lt hal to 01111' tbi'Oucb 
the Munltlone Boar4. Ko•i. I'• not aura of 
w:t faotl, 'but oould rou f nd out bow \hat 
faAOtlODif And lf half tbl lunltlODI Boll'4 
11 War Dep&l'talnt offlOlale and lf I ..,ted 
to •• , ••••• 
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S: 

H.'M.Jr: 

S: 

R.I!.Jr: 

S: 

H.M. Jr: 

S: 

I!.M.Jr: 

S: 

R.I!.Jr: 

B: 

R.M.Jr : 

S: 
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Well, I tell you, Maxvell can tell you 
about that. 

No, he was over here this morning. 
to talk to you about that , he does 
Joe Green and the State Department 
to do. 

I want 
wha t ever 
tell him 

Well Joe Gr een uaually doea 
to, or used to -- (laugha) 
whether he'a all right nov. 
the matter? Are you afraid 
isn't stopped? 

vhat I tell him 
I don't knov 

But what's 
that the gasol ine 

I'm reartul. I'll have the racts tomorrov. 
Harold Iekea is going t o give them t o me. 
I haven't got the t aota ••••• 

You t hink that aviation gasoline is s t ill 
getting through? 

Well , maybe I' ~ better wait until I have all 
my raets, but I don' t -- suppose t hat they 
were going t o get a license. Does the 
Munitions Board •• . •• 

No. I had supposed that they had nothing to 
do ltith it nov , that that's been stopped. 

Well, I believe that bet ore Joe Green acto -­
this maybe vrong -- t hat he aako the Munition• 
Board to aay yea or no. Could you ask your 
people about that? 

Yea. I can t omorrov, t hey 've all gone nov. 

Well, I mean, t omorrow will be time enougb. 
But Maxvell vas over here today and it's 
Just piti tl.ll, I mean, he'• completely unde r 
the dominati on or Joe Green. 

Well, isn't Joe sound on that? Reused to be. 

(Laughs) . Well, I 
a thorn i n my aide on 
Be ' s terrible. 

I d1dn' t Jtnow that. 

ot oour ee, be's Just 
all or this thing. 
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( R.M.Jr: 

S: 

R,M.Jr: 

S: 

R.M.Jr: 

S: 

R.M.Jr: 

S: 

R.M.Jr: 

S: 

R.M.Jr: 

8: 

R.M.Jr: 

- 4 -

Ob, be'• awtul. 

I haven't aeen hi•, ot oouraa, tor a lone 
tiae. 

Well, vhen I get tbt taota on a particular 
caaa, it I atill have tima, I'll take the 
libert7 ot giving JOU a ring. 

Y,a, I viab 70u would becauae I'• quite a1 
muob i nter eeted in that aa 70u are. 

And Ba.rold I oltaa aa1d he would let ae b&.,. 
the facta toaorrov. 

Ware tha7 - - I tbought there bad been a 
deoia1on. I thoueht that the Prea1dent bad 
acted poaaibl7 upon the Munition• Board, 
but he acted in the determinati on that 
there vaa a ahortace alrtad7 ot aviation 
o11 and that, therefore, there ehould be 
no aore ah1paenta to an7bod7. 

That'• vhat he aaid, but Ioltea ie atr&1d 
that the71 re getting around 1t, but I'll 
have &7 t acte ••••• 

87 gum, 70u let me knov and I'll raiee hell. 

o. r . 
All rigbt. 

fake care ot 70uraelt. 

Oood-nigbt. 

Good-night. 

3~1 
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