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... nauaa 0oaa1 IIMnl a ... Terl< .. Mia& lafenel ltr tlla I\aliaa 11Salllh7 
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ct a-,.....,. lalolta, la tu e...ral llnoro •n,..,, 1775 • 0 

,, lw Tom. 

1 toa 11r. aeprart tW we w -u- laf-tlaa a~ to- JUaa Ita, 
\Ito~ ffl !aaolta lallllla at 1775 Ira o :q, ae1 tlw.t .. ataro\804 tW 11a aa 
\Ito p1ll'OIIu1aJ -• tar tile 1..,... .. lirrq. I 1n lloptart a.. tlw.t tlalo Wl'I'Wul 
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oa ••· We W Pathll tor a tw lllatee la tile .._...,.,,, -- ottloe .... 11or 1a 
tbo toreooa. lfr. Amnr nre11ell 111• laioreei la -1111 -w.c a.ae t1MIIailllq 
for Ar,...\lae liT tile Vll1ie4 lliahe. a. tlln&ll\ that the ..,ola"'oa\ ot 11r. 7~ 
ao .u.-uae 1111liner til n-e .... tile nilook '-i\or tor tile 11111tl4 llietoe 1a 
lh r elaUou wiila i1ae Ar,.aUu. a. tlaftPt iloai n. .. •• a real tri .... et We 
oo'D\!7' a4 tlaei u wa 414 ~ te .Arc-tlaa - *lla 1ae 1a 1a ott110, 
Pile4o onJ.4 ...... 111e ooll_.e illat 1i pod& h 'M • trl...a.I.T t-o wftla tile 11111hl 
swoo, &M a ,..orlll • : ., •t 1a .... l'&laiiou ~t re .. u. I -u .... .ut 
\lao Jopon-:ta.perl llul< W ~tq r-.1- a ~ ~ la ih ,_., u1 I 
\~!,....,., , .. , ...... -' ~t ... 11111 - t_.. lllll>illl kila .....,__ -
trilo. ~ llr. '-.,.a alee ot a~ *iell ~ lllll> ilia lliUUi\7 ot tllio 
Arpailae craT-, I h11111a iloat I-. a UUle -u ... • freua7 later­

..,~~!~~ 1o ilaio clireoU• aaleoo wa llaft a eit•U• 111'• *!ell ilia leoreic7 '1'1117 
oo'lll. -0110 ilae •ilaeri\7 wlaiola 1a •tranell .. lola. lfr. ArMV ropliot 
tun ware ao Ill-\ ot rl* laftl-. ne lotww•t -u aot 'be l..a.:ot 

to tor loaao; ilae11 Wlnl14 'be talcea oar• til •• e •-•1111 'Moil. I 411 aot ar ... 
ri \Ia b1a oa W o poiat • 

Ia .. _ to ., illqaU7, .Anoov ""''"' illat II& ............ IJ1107a•o 'willie 
ba4 Mia ol1ppe41 • !!oai ta , tile ... 1111l1ner til '"-• 11 ....., .... • • lia a 
kUer \..a.loiu t.1oaa 111o pre4Meeeer , u4 .U..... .... ao\ \111ak lie uote IripJa 
far oapporl. Darilll-r u.ttot parielio ilae !!'__,. U be- -r o\ll!'ftil• 
\lad lrlco1• 11 ~ lai.Uf.ceai ... ..u lat ...... lai.-it..l t~ • • .. 
nU ao k1111 oorreoi la 1111 -.r•"'ac ot 'tdlat tile t•=•oilll rllldl•• \eho• 
ov two oomrieo e11oo111 'lie. a.. lfr. lq Oraee ... wiila .. ,...,, llio -u .... 
Pl•&o ao \eiac ilae tlltioilll w o wu lcpq reopoeeillle t or \lie 4..-.loopM&t til 
ArpaUu *""'"""" oo»rol, u4 w11o 110w II!PJ)UAiq lo Will iu - .Arcaiiu nopo tOWerll rotuetac toreip e:IICIII&eiO tor l.eporlailoa ot Vll1iot e.at•• proluie. 
Dzl&l tlaoucllt ilaei lie waa '117 ao - pre-Jooori- . a. tell .. ilaei :rreteoeor lob 
WlUiuo weo rellaer ..u ..,..uatot wtila :Plaello, a4 o.w.14 ,tw u ttrr-lleell leter­
aoUoa 1o ftCIIN io tllle ott1oilll. 
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~t Deb1W *""" t Debt H4 
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2,500,000 :a.,..,.. Oo-rotale 
I\&11 ... , ..., York 

350.000 Ore41to l tali&DO, 
l!eY t ori< 

lle.tiollal Cltir B&llll: 

Jloooont Deb1H4 

• 611, 000 BaDI< o~ lloipoU !rut 
eo...-, ..., York 

~ 

Cba• llaU ollal llult 

Jllout Debt te4 

• 100,000 

150, 000 

611,000 

J.coout Dabt te4 

a.tchebanlt 

• 
• 

• 

l'a14 !o 

Poot ...a l'1acc 

Dhoe>Wlt CorporaU o11 

Poat an4 :n.u 

l'a14 !o 

Pa14 !o 

B14Aio ~~. Maaacer, 
llbowa. !110lebo Weba, 
1775 'llroeAwq, • • Y, 

Jtt.a- •uo11a1 :a.-, 
~to be pal& 
to- a.......Aoluq 
torwpe, 
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!ll• olx reporU.JIC -.a _,e4 tloo to1lowilll v..-ts.aa 1a nclnent 
tlorl1J~CI 

lol4 \o a rolal -- io}li.OOO 
l'voMae4 troa -..ta.1 c- io 6,000 

Ia U.. opa arb\, otol'liac -. """\Mat ... 0}-~ aU.1 Jan '-foro -
elate, *"" 1\ &4ftaoo4 \o -.~. ~U.oao ~ U.. :r.,orU-c -.a 1a ..,.. 
-•• ttoru,.. ..,.. •• toU.....t 

lol4 \o -rolal --• lol4 to torelp -.oD (Ya .. IUla) 

tolal 

io 2,000 
• 2.900 
.... ooo 

!hi 0SIIa41aa 4o1lar, •lch bao boon rocoTorlJIC 1a \bo :Paot tn 41.7• troa lao\ 
-k'o d.eollllo, ........,., _ ..... , to4q. !U c1o11111 thOO'CUit •• 16-l/~ •• 
•1D•t 15--7/lf> ,eotor~. 

!hi ouu pooo »• bat .. •• to .. ~ lata. !be u-t wtdMet to ~ 
Ullo ottvnooa, aot clooot at ~7/ .. ao -14 wl.\11 ,enoH&~a tbal. rate ~ 
.. 7/rf,. 

lwl.oo t..­
lwtloll kro• 
I4fto 
.. lab-'t 
llal- ,.. 

. 2:!11 

. 2)16 

·*5 .3992 
.1996 -.u., . 3>16 ottoret 

!bore wro 110 pl4 tl'&lliOCUou oo-t•t '117 ... to4q, 

'!llo l'od.eral .. ....,. ...,.. tl'&lloforrot on l\o boob \o4q t2,1119,000 1a pl4 
t .. U.. liiAk ot J'ftMa Mclou* z to - or4.1.-.r:r p14 ..,_, ~ - lwl.oo h\loal 
!&at. '!lllo troa-uoa lo :Pari ~ prertftS traootors ot pl4 lll..,. Tori< t,... lroMil 
lo Mao ....,....*lp, -...u.t 4ol1Tor;r ot tlll,!j96,ooo 1a pl4 '117- lftaa kUoal 
ku: t o \be liiAk ot Jruo• 1a r.n.. !be orlcf.al \roaotora repro-\M mot -

11114 '~'• u.a.tor -.tlwtoo- roooolal,.. ~ 
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'!he Honourable Ben17 llorgenthau, Jr. 
Sacra~ary or the Treaeury 
washington, D. o. 
U. S , A. 

Dear llr. Secretary, 

,., •• k1 nc. QU-. 
lll17 Sl, 1940. 

It gaYe ae great pleuure to receive 
your letter or Ma7 23rd aDd to note 7our aatiataction 
with the ..nner 1n micb llr. Jt. p. Chen baa conducted 

- 211 

bia alaaion to negotiate tor the credite extended b7 70ur 
Government. Since then llr. Chen baa returned to Cb1JD8]dng 
and reported to ae in deta11e about tha kind reception 
and belptul co-operation miab 7ou and other otticiala 
in your QovernMnt have extended. to bl.JII. 

I am' indeed happy to have your approval 
or llr. Cben'e qualitiel or ability, viaion and integrit7. 
tor it ... prec1eel7 bacauae or tboea ••rita 111bicb be poaaeaa­
.. that I have ealected b1a to head tbe at .. ion. 

Blat, -.bile due credit IRlat be given to 
ltr. Chen f er the auoeeeat'ul conclueion or hia aieaion, I 
have not tbe leut doubt that the -•e ot c0111plexitiea and 
d1tt1oultiea whiCh be baa bed to 811Countar could not have 
been aat1etactoril7 aolved. without 70ur aympathet1c aupport 
and inter eat 1n China' a national cauae. Por tbia aa wall 
aa tor your 111An7 evi<lencea of trieodab1p 1n the put, I 
on behalf of tba Obi~~e .. Ooval'tlllmt and m;yealt llllat reiterate 

. Cllr a1ncere appraoiatiCD. 

I wiah to take thia opportun1t7 to aa7 
that no better evidence of China's appreciation tor Aaerica•a 
triaodl7 uahtance in her hour or need can be turniabed 
than b7 our nnahekable 4eterainat1on, on tbe one h.ad, to 
carry on our etruggle tor liberty to tbe bitter end an4, 
on the other, b7 our aameet end aorupuloua artorta to t'ul­
till our obllgetione to 7our Ooveraaent ae contracted under 
the credit arranc-te. You are certa1nl7 aware or tbe 
1111111enae dittioultiee under wbJ.Ch we nave bad to -It• good our 
proaU.ae . Blat 7ou aay reat a .. ured. that u tar •• >ma•nl7 
poaaible we will continue our etrorta to liYe up to it. 

Recent 
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Recent developments ot tbe Par Eastern 
s itua t ion have completelf unmasked Japan's true intentions 
re~qrding the so-called New Order in Bast Asia". How 
in their anned aggresftion in China, t he invading hordes 
of Japan have trampled upon American rights and interests 
and slammed the "Ooen Door• , is a fact too clear to need 
~1 elucidation. But perhaps i t is not sufficiently 
aoorecia t cd by the American people t hat , had Japan not 
b~An bogged down by China's stubborn r esistance , she would 
havo l ong ago taken adva.ntage of the l!Uropean sit uation 
to ext end her l ustful arms into t he possessions of other 
Powers in the Pacific. I recall having had the occasion 
1 o d iscuss with vou during our last visit together about 
th~ reality and gravity of the Japanese menace to the 
Amor iean democracy. To-day the unbounded lusttulnoss and 
~ndness of the Japanese militarists is definitely a direct 
and ser ious challenge to America's secur i ty and greatness 
as n Pacific Power. I r e fuse to be lieve that any Ameri can 
statesmen cen think t hat a policy of appeasement will put 
an end t o the Japanese aggression and restore peace to the 
Pacific neighbourhood. 

We in China a r e inter ested to not e the more 
oasitive at t i tude which your Government has r ecently taken 
t6wards the Par 8astern situat ion, and we can only hope 
that such an a t t itude will be strengthened in time by 
effect ive actions, ao that the common security and interests 
of cur t wo nations may be safeguarded. I still say that 
for America the cheapest way to check the Japanese aggression 
h t o he l p strengthening China ' s power ot resistance in 
every way possi ble. 

Please accep t my kindest personal regards 
end bes t wishes tor your health and s uccess. 

212 
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PAlW'!Il!ASI Ol tel- !roa J.atriCiall Coanlato Goaaral , 
Pr.,.., DO. 258• 8opha11or zo. 19llo. 

Soorotary of State, 

llaohiugton. 

It hat nov been &DDouneod o!!iciall7 that tho 

cu.1toa1 !l"cnUu llotvoaa Gti'!IWIT aad llohaaia llorarla 

vill bo abolialtod tho f1J'1t of aut acntb aD4 tltat tbo 

orova aad carle vill han tbo otatu r eported 1n th11 

o!t1co 1 o tolocru of .t.uguot 28. no. 2}1 . lurthor, a 

National Rank o!!1c1al hat t old uo bes1DD1nc October !ir1t 

indirect tu .. v111 bo craduallr obanctd to contora to 

t bo1o 1n tho Re1nb, Gorman railvar rato1 v111 become 

o!!ootin tbo !1rot of tbo ;rear. Durinc tbe cclliug ;roar 

di rect t&%11 vill bo chAnced to tbo11 prtYailia& in Gorm&47• 

Rtl!lllationl 1ncroa11Dg t o ton hour1 a 4&1 tbe vcrldnc hcuro 

ill tbo Protectorate and pric11 lly froa t vaat,.-f1n to thirty 

porcoat vUl ooon bo pul>l1ollo4. acoordiug to reporto. 

S1aco thoro hat boon no 1n41oatioo that tboro vil l bt 

abol1oho4 tho nov required o:ntranoo aD4 wt pol'llito tor 

trtYt l 1a tho protectorate it i1 apparent that the cu1toao 

llouadar;r it ao ocoooaio aod finaooial aeaouro . 

DOA:aMX:BLS 9/21/ 4o 

/ 
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CopY o r Le tter rro~ A, Mexico Ci tY. Sept~~ber 2~ . 1940 . 

Aa 1 have i n rornod you i n to~er oor r eepondence , Avil~ c~eono ~ede 
i••trrdo y a decl a rat i on whi ch I 8Uppoae .. . . i nstead o r t ho "l.lani rieeto" 
o r wat ch I bed s poken betore. I t i a ver y interesting end full o r c~on 
••18~ . I t eeye 1 among o t he r things, f i r s t t ha t he i s e Cbt holio end 8 
b<ll• v1 nA Cco t holt c , e t remendous t hing t o r a no•, Pt·e sident to s ay . By 
t bte he eith~r has or is going to get t he help o r t he Cetholio Churoh, 
•hlca i l qui t~ power f ul aga i n . I am convinced it i s t he fa nner. About 
t n• U bor movMent he a8ye t he labor ers bi' no•' h6'1'8 toun~ out t hll t one 
s ?l l d 'lOt kil l t he hen "hich l eya t ho r,o lden en~e . He "s t ated : " I e 
11 JOU 6t • :>r~ 8 l o t and we a u st orge.n t u our or-~ t o aoco"lplish t he 
pr~ep ~ rlt) or t he Countr y . It ·~ulc be " r on, to ~rget a bou t t ~e Jua t 
c~1~Je!U or t h•' l aboring clee~~ ~~ . but i t .. ouln also not be Juet i t on y 
c• r t 1'1 aec t Jr e sh~uld bene f i t by it." He rurth·~:>re decl~red be \il l 
1·~ ell ·~ r sntee t o !o!e:x.lcan and r o r ei t"l o~pttal and t hat by gi•ing 

'J< r a>t a•a t~ t br ~axican c api t al , tor~i~ cepit&! ~111 c~e by lt- al r . 

I rrel prat t / eurP t nE t o~e or t ne ira t LCte , ni s t i l l be t o 
ar r a, e t ho o i l ques tion and n ece&aeri ly hr •il l be f orceo t o do ao~e­
~u ln~ ru r th • rai l r oed el t uetion . 

rhebe dec l r e tiona , o ;' ~ h t ch ver y re" P•' OPl" h~c! insi~e i n ·or •t. tloa 
.. e f>re , h~ v e heen " Xt r e·nely well aooo;>t •d by r v r ybody h<r e end it lo, .ca 
a a tr ruy optlmia a a s g1 ven t o you i n fo rmer l e t t or e ., 8 j ust ll'i t>d . 

Th1a , ot course , i a no t t o be so opti:n i atlo ~ a t o be U ove t il' t 
·~r t~hl.l n~1· ia " c ~uleur de ros ~ ·. li e live i n Ie xie~ >hero t hin6a 

""" baotdlt•~ i n an ent i r .. l y d irr~r,.nt •ay t hnn i n ot 'le r countries , end 
.. t 1• .. ,r t~O ear l i' t o cr y vic t ory , bu t 1111 eigoll po i n t to t he <! 1rect1ou 
ar a c>noa aens t' Gove]'ll!D-.!"l t to co-,e . Tha t i 8 l1 Mexi co needs . 

T ·• ~xch~n"e al t ut t!on is f a irly uncl~ar on ecc.:>u .. t o r rll':lo re "b~ut 
• rev~l u tion "h1 ch coa e pr act i cally e l •.aya rro ~ t he Unl ~ed St e t ea and 
~·" ~o f oundat i on •ha taoever . Peopl o ha·: e at• r ted elth~r t o r c t ur.• 
:>o~• l t ) t be Un ited St" t ea or- i o rura l i a t rio ta , i n t he o all plecea, 
to p• t ••ay aU ve r pe aoa i nste ad o r h1ovi~· " ank de;>osits. T'le r eserve s 
or t,e Bank have gone do• n t :> 2a 1/ 2 ~lliona end •hi l a t he offl c i ~l 
tab l n Government circles i s a t.i ll t o put t 'le exohO'll"' do; n , I bfl i t'v e 
t ~~• I ll be g l od 1r t hey oan hold t hP uohsnge at :> till t he f i r s t o r 
tee ·obe!' . "it , the new v1.nd t h r>n bl o i n1• .,d i t t h" nev Pres i dent 
B1ould oh,oao a Cabi net v.hose peraons11t1e a '11111 give t he i mp r es s ion 
t hH oapttcl vill have gua r ante es 1t will be v~try e e ey f or Mexico t o 
hold t he &xohsni o at 5 . Possibl y ' t he new Governmen t mey consi der any 
t ime t o put t he exchang e t o 5 . 50 whi ch , i n my opin i on , i s t he pr oper 
re te ~t •hi ob t he exchange should be t o t ho benefit of all . 

C0 M li'1..1W•Hn 

--, . 
.... H lC tt0CH 6C"1'-0 
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!elegraa to General lataon, 
Poughkeepaia, lew York 

VU IHITE BOUSE TE.LEGIW'B WIRi 

OQJ BelYering talked to Magruder toda7 who ,, ... a 
to be !aailiar with what waa going on. GUJ told h1a 
the beat thing we had to otter ••• a plaoe on the 
Proceaaing Tax Board ot ReYiew p11ing the aaaa aalar, 
he ia now getting. Magruder aald he would make no 
daciaion until he had a chance to talk to a friend 
in the State Department with wh011 he baa an appointment 
at ' o' clock thla afternoon. Aa aoon •• something 
turtber deYelopa, I will adYiae 70u. 

Benr, Korgenthau, lr. 
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September 20, 191.0. 

I!EllQWIOOl! 

Secretary ltorgentbau ~ :: ~ 
lb- . Gutcn ~Y ,( TO: 

FR'* : 

G~ Helvering talked t o Collector C&gruder of Baltimore 
n-om rt:t of!'iee. l.!agruder l<new 'llha t 11 Raina on . G~ told hlJo 
that the best thing tl".at "" ha d to offer tiU a place on the ~ 
ce:s1ng Tax E!oard or Review po;ying t.Le ome salary as he is now 
<;etting. V...-nxier said b e 110Uld 118lce no decision until he bad 
ha~ a c!\allce t o talk to a friend in t l:e State Departt:ent rith 
w1:on t.e has an appointa:ent at four tbl..o afternoon . He Y.i.ll. arrive 
in town a t three. ~ is qui te certain that the friend to wboc 
he refers i s SUI:Iler Welles. 

tlone of t he three of uo like the arrmgernent that is being 
.. ..,de . Appointr..ent to t he Proeeseinc Tax E!oard of Review is not 
a promotion . It occurs to us that the Prosiden t might be able 
to find soce other positi on !or !lagruder outside of the Treo.sury 
that 1'0uld be r ceognued as a pranoticn . In view of l.!agruder •s 
roqueat !or til!e , "'e have not callod any ot t he other persons 
concerned. 

• 
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---ar­•••• ... 
lepaeNer 10, 1MO 

!ho Soon\&17 ot 8\a\e pnoooh llle o-,lbn\o to \lle 

Hooortlble \llo Secre\orT ot \llo ~, 0114 \ n.auih llorwwi\ll 

a\ WaohiJictoo 0114 .., otticor ot \he Depar\•ot coocol'lllac \llo 

uotreosl.nc ot t.ho aceoaat ot W.. Tooottcll w1tb tbo Cb.ue II&Uoal 

Eocloau.re; 

W.aorandua of CoDTeraation, 
Sopte~bor 19, 1940. 
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.. l'lpal.w .. .._ tlllW .. • .... , a. . ., ¢' 

Te.U'*- 1Ioft u .u.s- altl- '1111.' - • l'lpilla'l ~. 

111e h u.. wt ... "' • wu •• l'lp.Ja" u~'· -. -
a\ oM tiM 111ahhr \o U.. 1JioUe4 ••••• ..U. a -.. t4 

COA014arabl1 ....... 

..... Telll>ltol> 1o 110• no14lac at tile ll1\a-Oarltoa lotal 

1A lew tort. bt....UC arr1Ye4 rec•UT t.- ~pe. .... t1A4a 

har .. lt 1A a ...,1.,... pre41-\ -. to Uot tao\ \bat he 

toJaAa bt.n boea bl.oclllo4 be-. .. ol:ae bt.o tor a luc \lM 

roo14e4 1A P&rh, !be Cbt.el latlo.-1 Juk baa tor a 

ooaa14orablo periocl. be.., HC~tlarlT o...UIIC \o ill braAah 1A 

Parh ,_, of ..,ae7 to be pa14 to ..... Tolll>ltoh, 

b 111A1oter aolol4 it w o....U ""' ............ tor Uot 

nl-. .. ot lotr taa4a. ..... Topitol> 1At .,.4o to ..-!a 1a 

....,.1'1 ..... a bt.o appUo4 tor ..... ~.\loa. 

I \ol4 U.. 111A1wtar U.\ U.. ~ wal4 look 1A\o 

tho •ttar. I belleYe tbt.t t.hio .... bt.e ooad~ ... u 

aacl. \bat llllff1o1•t .. ..,. at l.Mot \o oo,.... he Urtac 

oxpoaooo lltPt properq be nollall4. 

.. 
• 
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roti.Do it upoo arrhal ud. \bOD otter it tor oalo. 

(1) L.I.L 

l'uacll: .. , tl>lo llao oothlDc to d.o wltl> !lootoia oU,.r, ao 
tar ao be-· 

Regraded Uclassified



x .,.,.. to ... Te_,,, ot t.~~e ron otfi.,. ...,._u ... 
to tM •'ter ot - ron onso. ~ -· •· e!ds t.a 
ot col4 ..,. ..u to tiiU •• ... ta op1t.a ot - PwU1 ...... 
laUou praldb1\UI .- +ts w. •· ,,...,, ..u _, 
41D'i.GI tM lut ,_ all - h'' tMn b4 ... .,.., ,_ ca••• ....._. .. ron onso. _. _.. ~ ..... ,. •• , _, 
•ell - - -d I ucJ ..,.,..~ ..... adloorlatia -
......-.. ~,.... tM cdac-Qm· ...... :aa1pt1ee,, tala\ 

1a, ta - ta 1lldoll - p1d b4 arr1'N4 ta \Ilia -\In ad 
t.bat- .. .,. ........ puW tM w ntMriU.O 
u - c.,...t<T ot artc1a wn uclrlaucl ot - ron ott1ae ...,... 
laU..n ... , .... ]) ......... , w ... ron otf104I ...... 
turliW' .,..,u- ..., ..u a.o\U)' tM !11-==•. 

•• lleraat.a1a 

1a -•••t• 'llr tel ...... We- '• wUlo llr. -· 
1 HfoneA t.a Ide UHer ot .., •• - 16, -' r-' t.a Ida -

·- • trz '"- lr. weta. 1 al• ,...-... t.a oaucJ 
llr, - a ee,r ot tldo •• =If• tor Ide fUM. 

.. 

Regraded Uclassified



fereonal p4 •MM'• 

The Honoureble 

!lev ........ '-7. 

I •oloeo boN1A tbr 10111' 

pereonal and eooret 1Dtor.at1on a oop~ 

ot tM ldoet report rooe1Ye4 tra. 

London on tbe a111ter~ e1tuat1on. 

Bellon •• 

Deer Ill'. Be.oret&l'7, 

Ve~ einoerel~ ~olll'e, 

Henr~ Kor~tbeu, JP., 

11111 to4 8 tat• 'fi'Oaalll'~. 

Waahinaton, D .C. 
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RB EXCESS PROFits 'Ul Sept.btr 20, 194.0 
lha& .... 

Present: 

Fole:r: 

H.ll. Jr: 

Sullivan: 

H,J.l. Jr: 

Sullinn: 

H.ll.Jr: 

Sullinn: 

H.W,Jr: 

Sullivan: 

H,l!, Jr: 

Sullivan: 

llr. 1!ljf llr. s ftl1 

I eaicl I thought it woulcl be a goocl iclea 
if )'OU hacl b.illl onr to lUDoh ancl ;rou aalcl 
JOU nnted to do that after rou got baolc, 

Drew Pearson called me up to tell me that 
the old bo7 was awtull7 sore, and he talked 
to b.illl on the telephone and that - he aa:rs, 
"Did this cOCte out of the Treaauey?" He 
aaicl the Treasurr in the peat had alwa:ra 
thought ver:r hi~ of hia, He said he left 
it in his mind that he got it from members 
ot the Committee. is a matter of fact, he 
did get a lot of it from Jere Cooper . 

Now, I 'm going to call up the old bo:r right 
now, 

This is what he wanted, 

Let's see it, 

It ie crazr. 

It appears that :rou will not back up the 
Treasur:r on that? 

That is right. 

That is what he wante? 

Yea. 

If he wants it, it is okaf. 

He hasn't seen i t. That h what he was talk­
~ about the other night . Those are the 
things. 

• 
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Fole71 

H.)(.JI'I 

-·-
II ~- pba to co ac. ..a aee hlllt 

,l.t tlrtlTI-I_.WJia, Ud he 1&14 if WI 
bcllr ~ &bod it, for God'• aalte 
to oall 1Wa11p, 10 if JVU launr ot ~. 
I •uld oaU lWI 1111• 

So I aaid to Drew, "I &m 101'1'1 I got fOU 
in hot •ter. • I add, "';ie are in hot 
•ter.• 

(Telephone co~era&t1on with Congrea..an 
Doughton tollon:) 
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R. M.Jr: Hello. Benrr Morsea tbau talk1na. 

Congre uman 
Doughten: Bow ara you, Nr. 8eor etar, - Henr,t 

H.M.Jr: How're yout 

D: Oh, I'M right here about the same at ueual. 
You all right? 

R. M.Jr: I'm on t he job and I wondered it there wae 
anything that I could do to be helpful. 

D: About which. 

H. M.Jr: Ia there anything that I can do to be helpful 
about anything? 

D: 

H. M.Jr: 

D: • 

Well, I don't know - you alwayl ueually know. 
We're going to conrerenoe but it don't look 
like now we'll get to conference poae1bly 
before Monday. The conferee• are appointed 
but our ocntereee teem to feel tbat we'll make 
time and they'd be better eatietied it we 
atudied these 8enate amendment• end famlliari'e 
ouraelvee with them pretty well before we go 
into conference, a nd Dr. Crowther eaid- he'e 
been going along pretty well - that he couldn't 
be here tomorrow. We're foing to go back todey. 
I told Harrison we cculdn t go into conference 
before tomorrow, but aome of them think we 'd 
cake time by going over until Monda3. I don't 
know. I'm trying to pueh it all I can but it'a 
herd to puah a Commi ttee that reel like they 
want to take their time. 

Well, of course, after theee yeera nobody 
knowe how to handle a Committee ae well aa 
you do. 

Well, I thank you - I get along wi th them -
I do that. I don't neve any triotion or 
fac t ionali sm or a~body in the Committee tha t 
teela like they don't get the treatment tha t 
they ebould have accorded to thea. I do rat her 
rael a pride in that. Did Sullivan t&J anything 
to you about that newtpaPer articlet 

/ 
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R.li.JI'I 

D: 

K.M.Jr: 

D: 

K. II .Jr: 

D: • 

K. M. Jr: 

D: 

Well, that'a the way 1t looka to me. 

And we're all. good D811oorate and we're all 
workin& together and we'•• got to ge t 
Mr. Rooee•elt re-eleoted end or course you've 
got a walk-over down there - you don 't have 
to worry about an7th1ng. 

Vall, the people- they don't understand my 
situation. 0! couree, I'• not uneaey about 
111 election but I alwaya have a hard tight. 
Fact ia I had to defeat a Republican who wae 
in Congress to get bere. 

Ot courae Sullivan !tlt very badly about the 
matter particularly beoauae it wae about -
it looked as though there mi ght be 41!!erenoee 
between you and the Treaaury where we'd had 
these yeare or !r1endah1p. 

Well, that'• what I thought but it- the !ee11ng 
around - I'a going to talk perfectly !rank with 
JOU - the feeling around here among quite a 
nuaber of people ia that aoaebody in the TreaaurJ 
baa planted that or baa aome reeponetbility tor 
it. My talk with Sullivan baa not been entirely 
aatiefactoi'J. It waa the !irat day we ttlked 
about it. Da7 before )'eaterday I called bla 
down here and we ttlked about it and I told him 
that I telt that the TreaaurJ ahould aake a 
atateaent about it - that there waa no f oundation­
that my conduct had not been aubjeot to any 
critloiam by the Treaeury and he eaid he would 
make it and bring it to me yeaterday. Be came 
up yeeterday and 41dn 1 t mention it until I 
aentioned it to hla and then be aa1d he thOught 
I waa t o oall. hla wblob wu no IUoh Wlderetan41Dg at 

"but be 41dn 1 t aeea 11kt be aeant 1t at all 
and tinall7 aaid that he aat down to write a 

I 
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I! .M.Jr: 

D: 

H.M.Jr : 

D: 

D: 

- '-
n., •• , M4 be 4Ua'' '" blnr be 001111 -a 
U, .. , U lll&llt ..U U "Writ tba' 110W U 
•• torsoun ua 1 t wolll.-4 open 1' up qalll. 
lfeU, Ulat WI a utter tor •• to be till Jude• 
ot. l tboqht he k1n4 ot equhooate-4 about 
1t an4 I vaan't pleaee4 w1th h1e aot1on at all 
1eettrda7, Btni'J. 

'lftll, the po1nt wae, va tal.kl-4 1t over down 
here and ve eiarplJ tbo1J8ht another etateaent 
vould kind or rile up the vatere but, God bleee 
you, it you vant it - I 've got one in my band­
let me read it to you, and eee it thla ia vant 
you vant because the vay I reel - I hate to aay 
this - but I t hink that that etory cue out ot 
eome ot the Co~ittee meabere. 

Well, it it did I vant to f ind out vho vas 
responsible tor it. That tellov that vrote 
it ia coalng dovn here at 12: 30. 

Yeah, but I may be vrong. 

Uh-huh. 

But I've been here a long vhile and after 
seven and a halt yeara I wouldn't be auoh a 
damn tool as to start planting etoriee in t he 
newspapers. 

Well, I vaa sure or t hat. It looked - they 
tell me tha t t hat tellov Peareon tha t vrote it 
can ' t write anything much that he Juat vritee 
vhat somebodY elee givee hia - the eubetance -
and it somebodY hadn't planted it there, or 
course, he would never have thought about 
writing it, and he'• coming down here today at 
12:30, and he int imated to me - it 'a confi­
dential nov to you, I don 't vant to give out 
anything until he come• - but he in t imated t o 
me that some reaponeibility t or tha t reate 
on the Treasur y - eomsbody in t he Trsaeury. 
Nov, he gave that to me over the phone yesterday 
afternoon - I f i nally got i n touch with him. 
I vaa a long time doing i~and aleo by impli­
cation he r ather i mplied that maybe eomebody 
el ee on the CoiDIDlttee m1ght have had something 
to do with 1t t oo but he eaid he mi ght have t o 
take it on the chin before he'd dlvulfe the 
eource or all hie informati on, bu t he d coae 
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!I .M.Jr: 

D: 

II. IL Jr : 

D: 

II .M.Jr: 

D: 

H.H.Jr: 

D: 

H.lol .Jr: 

- '-
401111 and talk 1 t ewer v1 til •• U4 probcllll:r 
uka a atatuant a'bOiat u. Aa tu aa ~ 
lf1ll1aaa'balq oononaad, I'u not aaan h1ll 
but Juat a a1nute or two - f ive atnutal ona 
t1aa 'Nok about t ha U ae the blll etut14 
batora tha Bub-Ooamitt ee made 1ta report or 
before we reached Sbat laat agreement on what 
we abould bring out and I've not beard troa 
hla-vbenever 1t' a aa conYenlent t o OOIIUIIunicate wi'\11 ae 
direct ly or indirectly. ract i e Clay V1lli aae 
baa alwaye been aa ethical wi th me and a e t ar 
from eay i ng any t hing that wu improper a a any 
man that ever baa been i n my ott1ce. Be don' t 
l i ve i n -r dlatriot; I'a under no obligation 
to hlm; I 'm not a tool ot hla or any other 
big 1ntereet. 

Well, let me read th11 letter to you and I 'll 
eay th1 e befor e I read 1t - i t it'a not aatla­
t act ory, you write one and we'll aign i t. 
Now that' s fair enough 1an 1 t 1t? 

Yeah, that' a fair enough but I wan t ua to 
agree. I don ' t want you to make any et e t emente 
you don 't wan t to make. 

Well , 1! thle isn't what you want you write 
1t.t he way you want i t and we'll give 1t to 
yo~. Nov, I don't think any t hing could be 
f airer t han that . 

No , that ' s a manitettly talr otter. 

Becauae after aeven and a hal t 7eare I 
Yalue your triendah1p and I ' • not going to 
~et any t hing come between ua. 

Well , I do your a t oo aa much 11 any man I've 
eYer cooperat ed wi th or known. 

Nov, l et me r ead th11 letter to you. 

All right. 

"My dear Mr. Doughten: 

I n accordtnce wi t h - thl a i a a l et t er 
t or Sulli van t o ai gn, aee, and he ' e wri tten it. 
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All r1gbt. 

" I n accordance w1th a request you aade 
yeaterday after noon, I am writing you 1n oor-
l'O.atlon of your atate11ent that 1t 11 not 

your raaponaibil1ty to vr1te tha f1rat dratt 
of a tax b1ll and that 1n previous r.eare you 
have not backed up the Treaaury 100~. 

How' a thAU 

• ..... and that in prev1oue yeara you have no t 
backed up the Treaaun 100~. I am also hapPY" 
t o comply with your requeat and atate tha t I 
have no reason t o bel ieve tha t 1n the recent 
legislat ion you have been iaproperly influenced 
by Clay W1lliaaa. Sincer ely your a , John 
Sullivan.• (Pauae) !low 1t that isn't what 
you want Sullivan can come up nov and you fix 
it up t he vay you want it and he'll a1gn it. 

Well , I think it would be better tor him to 
come up before we made it and let ua go over 
i t and see juat what we thi nk about it. I 
think that's r ather- a li t tle too brier to 
cover the case. 

Well , anyway that you want it, i t aui t a ue. 

Well, I f eel thia about it - I think you 'll 
agree with me that if t he Treaaury had any 
caose a t all to reel that I vaa not cooperating 
ae vas pro~er tor me t o do or doing anything 
that I shouldn't do about i t under any iiiiJ>roper 
influence, the tirat thing they ahould have done 
would have been to approach ae about it. 

You 're abeolutely r ight. 

And not by any i mplication or i nnuendo any ot her 
way said any t hing that the newepapere could take 
up and try to di acredit me with. Fact is -
I tell you the truth, Henry, I don't worry 
about sewer rata or akunke like tha t crowd 
Allen and Pearson - that'• no t what ls wo rrying 
me. It someone up here that I work with would 
be reaponaible t or anything like that whJ then 
I ' d want to know i t becauae I could never work 
with t hem any more. 
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-.u.F a., ilrlt. ua. ot uae1r ow aooo"-1 
,.. ... UJ "~~~• 1t JOU Ulouab\ J:14 1Dap1ri4 
l'f;" wou14 bt u enUrtlJ illtftrtD\ fttllq ~ 
tlldl bt aD tDUrtlJ 41fttrtD\ pi'Cipot1UOD 
aa far •• JOU an4 I "r' oonotrot4. 

You're right. 

Yet. !bat'• the part I'a 41gg1ng atter. 

You're right. 

laYt lul11Yan w coae on down here right 
aft)", then. 

I 1U 4o that. 

We'll bav• tlae to diecuea the aatter 
41epaaa1onattl7 and in a · tr1endlJ •pirit 
betore we aeet. 

Well, he'll - I know troa what he told me 
that he wee terr1bl7 upeet and he wanta to 
4o anJt!Ung he can to be helptul. 

All right. Thank JOU ••1'7 auoh. 

"" Ooo4-:bJ8. 
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Does that leave it all right? 

Swell. 

Are ;you satisfied? 

Sure . I am ver;y grateful to you. Jere 
went to see him last night . 

Jere who? 

Cooper. He went to tell him to forget 
about this thing. He said the old bo;y 
is so badl;y worked up that --

Welli it is water over the dalol, but evi­
dent 1 Pearson k1nd of left it in his 
mind that maybe it did come from Treasur;y. 

It is nens to me. 

The other thing I was interested in is, 
the House conferees vtanted to know whether 
they should make a fight. 

You asked me that before. I don't know, 
John. Tell Jere Cooper to call up the 
President. This is what I 'lioulC. tell him. 
He is go~ to be at ll,yde Park tonight and 
I would tell him to call him up. Let him 
call the President. 

All right . 

Don't you agree? 

Yea, I think that is right. 

I nould tell him to call the President in 
the morning. He will be too tired tonight. 
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J.cDow, llo .. of \llo Potrol._ Pool 1A Lo•a, \hat o\orl1.Jac ••t 'M • 
acce}lhd 1A p.,...,, of patrol- q pl114 \o \hat oou\17, U 1o aot 
ollar IIIIo \!Ior Roll o\orlillc -.t 'M ao0e}lto4 for ~ of \Ill f .o. b. 
ftlu of \llo oU oldppod froa \111o o14o or .U\IIar oaJ.T p&n1al 
otnlla& p.,.oat 1o 1Awolftd. Boftftr, \llo o\orliJic oo toll:• 110lll.4 
1Wioo.bto41T bo bloclta4 1A llacJ o•• ud o~ aftllo'blo for uoo Ylt.IIJ.a 
\Ill otorli!'c area. 

I a \llo pao\ 7ftal' \llo u;por\1 of \llo S\M4ar4 OU Co- of 
l tw J or117 to Groat BrUaiA woro 1A .,.... .. of $50,000,000 f,o.b, ftlv 
aD4 1t &D7 ov.botutlal part ot \hat woro loaud ap 1A "'cl ond 1\ w'lll4 
llan a oorlouolT .. nroo affect oa \lao oo-•• pcoltloa. Oa tho 
ot.hor llaa4 1t \llo COAJ>&DT roto.ood h qplT oil oca~.Aot otorlll>c 1)11:1• 
aoat, tbo two 'b1c Jr1Uoll ooapa1 .. , ••11 aD4 .ADclo- Ir&Dlu, oo'll14 
probablT tw:a1oll \llo bulk ot Jr1Uoll oil roquirouah aD4 of 001>1'11 
thor aro ablo to uoo larco aaoo.ato of otorllac. 'rllo looo of tho 
BrU1oll ...-loot h tho Staadal'd OU Co. would aot o~ rMCt acalaot 
\llo 'Oi>Uod Stat .. ud Do.\oll Yoot 11141 .. bo.t wo'lll4 oaoo croat troalllo 
1A Toaooula 1t oil proillact1oa woro ollarplT oo.rtallod. 

z. Oaaa4a. 

lo;porto of •\1171 fiu14 ( uood to aaloo 111&1> oo\ODI -11») 
troa \llo Uait .. Stat .. to Cua4a llhicll -•• to arowo4 .-,ooo,ooo 
par....,,.. aro IIOY Mal\\14 to Cau4a o~ oa tho baolo ot ~ U. 8, 
dollaro aD4 ~ Cou•lao dollar•, tho lo\\or 'Mlac blocloo4 ud a...U­
ablo oal7 for uoo rithl.A \Ill cou\17, 

Cra.te oil aa4 ito pro<!DD\o are aot ao 7ft\ ploco4 oa \he 
forocolac baolo. 

J. Arcoauao. 

!'llo .Aaorlcu oil coap&Dloo 11111oll u;port potrolou produoto 
to t.ho ucoaU• llan boaa .. Yloo4 b7 \Ill .ArcoaUao Clon..,...at \hat 
ouoll ollipMato aa\ lloroanor 'M paid 50:' dollar• aD4 ~ otorUac. 
!bo lottor OUI'I'IA07 wolll.4 IIIU'olT Ill blooloo4 1A Loi\Aoa. !bo S\aa4al'4 
011 Co. u;por\o to tlla Al'&ntl.Ao oil to tlw ftlv (f,o,b ,) of abnt 
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$12,000,000 ,... - u ...., NfuM .. 8W1I' IIP1M' .... ,.,... 
-· ..., W'&U loM tMlr JHUS.. ia a&t adlat oiaM ... tw ~ Jr1U* oU u .. uJ .. ...U ~ ... ....... lUll h MW .-,t-
111& ~ otorlt.ac oa ito ilpno of oU late t1ao .&r ... u.. 
-· Storllac Ana. 

~ " ....... ,_ ou o.. (*1411l1o 5011.--. 1'-Urd. 
ol lew Joroq M4 50lllrT .....,_,_, ... o MOt of lh 'lluiaeoo 
w1~1a ~ otorlt.ac ana. Dlttlw.lUoo an - 'llllac o_ .... ,, ... ,_ 1a 
obtaiaill& 4ollaro fi'Oa ~o 'lzoh••p Ooat ... l 1a Lo114oa. lo• otorliac 
11 wl ... adT lllooto4 tor ~oir ..,_, M4 proopoeh tor ~ tw,-.,... 
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aro ufaftrallll. hrlllor.. ... , tlllo • 7 protlaoeo, ...two aa4 
.. uo oU 1a ~ Dolt* .. , laUoo. • 2...,. ... otnoUoao ~ ... tllMo'-
to Uo wp tu4o loc.ll7 aa4 ~. l~~PU~oo an .... ,..,.. larp ~~ppUoa 
of oil tfta \Ill Da\alll .. , ladloo u ..U u ooaooooloao M4 ~r­
ohip 1a tho bu1.,. ... 

• 
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l'OUI'II elJaeaoelJ' 1 
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INnR OPftCa CCIDMINIC~noN 

DAft ........ 10, 1,.. 

STRICTLY CONFIOENTIAL 
.t.t llroo 7&fteriq .,._ \Joe s-.-...,. oel.b£ to lob atnoa Jilr', Pellle u4 

qelllf. !he .t.rpatlae .lallua&dAr wu wl1lo tile s-n...,......, w aatara£. !Jw 
abeaae4or wu prohnlac to "'• leoretdf ~ til the bq11irJ *!cit aa tllfioerr 
of 01D' Ooatrel Groap lla4 &*-4 aa ottioer of the Arcatlae •lucr to ..a, wi"' 
tbo rlw til o"a1alac froa ._ • .t.irea epeoUlo lat-U• witlo nopaot to the 
tach •no '111& aa ~lloatioa for the thl&llferr til - $J,TOO,COO tr.. u­
h'each _,.h 1a tloa Urdh4 ftaha to Arpatlaa to pq for _.... .. a4a ia thd 
etnlllh7 '07 tbo rr.oa. Oo-•• · !llh raallT wnU .nua \Joe olaarlac .,._ 
bema tile ho -ttiea. !ll.e Aalulll&or arcu4 thd tile llaora\111'7 of \Joe "'--7 
llo4 ot lob ....,. WtlaUn otfere& to traaotar tile - 1a qaaaUoo to \Joe Coatral 
- ot .u,..tlaa ........ -· pro'fi4a4 the a-.~~~~.or o~ a•- traa 
.&rp11tlaa tllat the - ia qunion •• a... for lroaoh pvolla••• ill tllat -trJ. 
!he .&aba .. a4or e44e4 tllat be lla4 •"alae£ \loet ..,_....,. iD t~ witll the 
.Oo•,.,.,oor of tile C&atrel Jooak of .t.rceatlaa tr• llr'. Ooollraa'• ottloa 1a tbo !1'•"""7· 

Paille D4 Jilr'. Ooolor&JI u:ptatu4 tllat the traaoaotloa i•Mht&lT -ar 
-roJrar-•• •• DOt 14•Uoel. wi"' tllat to *iob. the Aallaou4or retorra4 u ba'fill& 
bem 4hwua4 with the laoratUT ••e wailea IICO· 

tile .Aabeooa&or thncltot it wu a l'otlaoUoa 11p011 Ilia •• aa .Aiola .. a4or &114 11p011 
tho nraou,. of the eoatral - of Ar-tlaa, *iob. •• tlla - a• llb Cloftnuon , 
tor the fi'•IV7 to ul< for .,.... illfonatioa ill npport or proof of tlla nat-t 
llhich , ... Catral Jooak of Arpatlaa lla4 alraooiT ..... 

Attar llr'. Pellla 11M apleb., \Joe Ur--'-• 1a Wioll tile_....,_ W Moa 
PftD to lilr', llace of U.. Arc-tlae ... .,..the IMr .. UT a1ra .. e4 \Joe peW~ 
'ft W IMHlJ' aoat \Joe .UpaU.- ... .,. h ral.err ,.. the ooan-. faftl' of o"allo-
b& opecttic latOJ'II&Uoa 'lllaUh we taU w aii...U llaft 1a F.,...lT eofaeaar41Ae t.loe 
h.o4o lanl~. !ll.e IMre\111'7 '"lpbelsa4 1W there wu M1 tile llliCIO*•-' ~ 1a 
llio ab4 •• h tu OCil'raeba .. of tu data &1...,. '07 tu Catral Jal< of Ar-11aa, 
lolt tbat there •e a diU7 1lpOil ov hr~ l'ciDol.e Ooalrol to ..a oerrtala U...nt.ca­
U Oilo b caaeo of We tn>e. !ll.e Aalluee4or nate& tlla\ he •• pl•* h Mb 
ncb bquiriu oa tile llaeio of tbo llaoratUT'• aplauUoa, at dill falt tllat U 
wao a ratleoUoa 11p011 Ilia ao aa Allbaeu4n U tlla preo•t traaNCUoll el>cul4 M 11&14 
"P PID4111C \lle pro'fiolo11 of tlla 1at-Uo11 11114er rater...ce '07 the .v_u ... 
Oo-aat. 

!her&llpO, IMrnUT --tllall hl4 tlla Aalluee4or tllal I!PFnal Wll14 \a pwa 
ot OJICe , &114 tba1 he ccvJ.4 oule hh Oo•u••t tile\ \lle re4eral ._,....,. Jal< of 
ll'ov Tort wwl4 loan lad...,..loae to 1o- the aeoeo&IIIT llo•e• '07 &ftll1llc, !lw 
i'leerot...,. aa14 lle -a 4o tllle for \he a\aaee4or .. a frleood. &114 hartac hll -

Ilia, U tlaot Aalluaa&or ......U _,.. .. to :protee\ tlla !!'..-,. ill the ~ 
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tM at" rt'A .._..,._ .. 'lie ......... M I' ... II Ill. llle ---­.... *• •• au. _..._tel.l u. , I ,..,. u.t 'lie ...U.,... • te·U.. 

D9' I ' ..a l«'a'1• M- 'lie I'WIIwl t.. 1111 lcuw .. Ia .... liM to ... 
oalol..., Jlll1all W • ..., 'IleA ••• I¢ ', llle •••"-T tMa..,.. ~ 
to Ill'. hllla to ... Ia .... tdtll W. 'red:_. - .._, tM uaao 1 en- ta 
wen ..a. w .. t1oa elaN et1 ,. ...... ,. ........ 

llpaa -.1 iuti'Mtt.a ~~- - .... - '• lr tM IUI'et&iT etl tile fr I i#, 
I telopl'oeef t1oa elftee etl •••etar- -... a.u. at 9•.JO •·•· a1 -s-1 to 
llr. I= t "' • iat....U. ** ..... 11ltll ... ......... ...... '•. ... ·= t I 
rlah4 .... ~ w ............. - ... u.. ..... tlla ..., ? • ., ..... Ia *• 
•UOI' .. fe% II t. - - · Be aa Clef., .. 18111 , to .. lat ....... Ia tt. pnalMI, 
0114 proal.oef to lat u bow U UT quatia Ia ....,.n h till a ,..._.1• llloN1t arl•• ..... ~· at ...... 

. u - tM&T •· Pollla aplalM4 to • .._, .Ua tM -al7 biobwu-
hel "-oat lir tt. frUUU'J' laat ~ to ... J'-.,_ ho....,. llult Ia ... Tarlt 
for ... lt- at • u-. tu ...... ...,u. baa ... ,.. .... OCIIII'latet. ... 
Uae aco tbo 1ra1t ot J'ruo• ropr•-•U" Ia •• York W 14PPI••• tllla ,..._.ia 
\O \Ill~. h\ W oUMqlYiltlT wi\~ Wl.alh IIPPI'Oftlo 1\ \alae---
doo4 tbot tbo J'e41nl ....u a •·te wt\h Ilia tu s.n.....,uaa wm •• a u-
11&1>' h appron4. !U ,__,_!lea- •- Ia toull with Mr. llohW, \be :a.aJr: el 
Jruoo roopro-\atlft. !U latter !lea atate4 that be !tao ratarre4 tlta •ttv to tlla 

•••IT IUI4 tll&t \Ita lattv -..t oll\ala bat......tloao t.- "'-e tor Ilia Wore 
coa aot. Ia acr•-•• .. ult Mr. Paltla, I oalle4 \Ita .Arpatlae •'--IT .,..._ 

:00 114 laOO. !'Ita all&roefor ,.. 110\ pro-t. 1 414 raaolt Ilia, ltownr, at 2•115 
tltl.r att1r1100a aa4 Caft Ilia \Ita aboft latomatloa, -al,, \bot \be frauaz"T W 
Olltborlre4 till J'e4oral :a. ....... Jaak lad aiel>' to lt- • u-....... that \Ita 
tr ... oaoUoa ..-• 11a o~ate4 atu \Ita Juk ot J'ruoo, WJ.olt 1o tbe pqor, 
obtalar aatiiArUT t ... J'r...,a to laD \Ita P111_. atv ratar-. !U --. ...... 
otate4 tloat be wo.U altla ltia lcu81Wat to \ltia attaot . I u.tate4 \hat \Ita 
tr .. ..,., ...... J'e4aral .. _ Juk w ..... ~ tllq - Ia \ha pra.l.- . 
u4 tloat aotloa- w.lh "PPOl :rr-. I a44e1. tvtMr tllat 1 W teba \Ita -..Ia 
tlda- to 11r1ac tllla - to ... atta\la at ICr • .AlpW, ... - flaaao!el 
C...elor ot tJt. J'r_. • ._IT ..rao ._. 1a •- to4q Melac u aa ot'ller loo81Mea • 

.u 11:00 tlth at•- aluee1.4r r.pu ot .t.rsa\laa talrplloaet. .. tbot be w 
alroe4 teltpb•ef Gofti"MI' halitolt at \be c-tral llult el .Ar-tlM aa4 W ch• ) 
lt1a \Ito ••oaca wllioll I 1te1. pftll tbe a'-aoefor at -· !U Gouww ot tu 
Catral leak a\a\14 \hat Ita ....U at - pt 1a toaoll with \Ita J'raoll ~ial ...................... -.$~{ 
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To t Tho SecNter7 

rrcat 11r. Young 

Conterence Secretary• • ottl.oo Fridq, 
Sept.ber 20, 1940 on ~ratt lllocatj,on. 

Present at th1B contereoce weret 

Secretary llo~tbau 
Secretary ar lia"7, Knox 
Unclereecretary ar lia'V)', Forrestal 
.l.aaiatant Secretary ar war, Patteraon, end 
PhUip y 0\Ulll 

Judlle Pat tereon, •o arr1Titc1 at tho oonterence prior to 
Secroto.1'7 Knox end l!r. Forreotal, opened tho conwreatian bJ 
8U.68eot1ng that a formal cOIIIIIittea be ostabliohed to determine 
policy C~Attoro arising in connection nth tho eoordiroation o1' 
British order s and cletense orclero to the United States. He 
IIUI:£Uted thia cCIIIDi ttee be cOilposad oft 

Secretary llorgenthau 
Secretary Knox 
Secretary Stiaaou, alld 
llr. lmldaeu 

Further, 111'. lnw:IMn waa to act aa cbainoan, and uae h1a 
beat judpant to cletaml,. JO&ttara o1' pr1or1\7 and allocation 
ot cleliwrieo. Judge Pattere«~ exp1&1nec1 t hat ho ccna1clarec1 
llr. llludaen to be a good am tor that job, 1naaoruch aa aw:h an 
arroneement would lea,. Secretaries Stiaaan IZid l(nox tree to 
plcac1 tho interests o1' their oom Depart•nto. Secretary 
llorccnthlu replied tblt be thouebt it •• a good idea to ha'N 
llr. lmldaen act 1n ouch a capaci\7 as it would leaw Sacrotery 
llor gentheu tree to plead !or the British. 

Secreta.,- l!orgenthau took i a su.e, 1\aooewr, nth Judp 
Pat terson• s i dea o1' having a 1'onul cOIIIIittee 11hich would sit as 
a board or ctirectors. I t was the Secret&lT'• idM that auch a 
ocm.ittee aicbt be W<trth t~, but it shOIIld be doole an an 
Wanoal basta rather than bound nth tomaJ. procedure•. 
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s. ~ that ftsl.l1p Touac cOIIld 80t u ~ eDd 
caopU.e .., &pDda 1n •"'- tor llllab ..ti.Qp. 

Secretary Knox eDd llr. rarn.tal joinecl till coo>ter.DCe 
and Ju~ Pattereon•a 1ciM aboltt tl» c~tt.e -. npl• , ,.d 
to t'-· Tl»y l>otb agreed t!».t it 1IOIIl.d be a &Ood plan, eDd 
Secret.uy Knox atated t!».t he - nc ,...on .tv rorreatal. 
could not 80t tor h1a. 

Secret&J7 llcqentbau -d Judp Pattanon 1t I» bad 
epoken to Jmy!Mn aboltt 1t. - Pattanon replied tl»;t 1t. ­
all rtD>t 1d.tb lmd..,. 

fi .. &rrallglld tb&t tl» P'OUP 1IOIIl.d Met till to1Jmr1ng 
ll'eclne.claT aom1z>& at 8•30 ..n, 1n till M&DtiM, Pb1llp Touac 
ehoul.d wo:!t up .., qeod& eDd aoqu&1nt ~ with t1» progrea. 

Tt.>, tbe Seoretar.f - on to .., that be thoul!ht air­
craft procmcti011 could be 1ncreued 1n 1natancaa wbere quanti t;r 
ordara coulcl be placed tor a spec1fic IIOdel o..r a clet1n1te 
period ot tiM. To delllonatrate b1a point be read t1» .-o­
randutl &ddreaaed to h1a by Fbillp Younc dated S.ptaobor 19th, 
1940, entitled •D>oreaae 1n P-JIJ Product1cm•. 

'l'o tccentuate J:llrtber tbe tact tbet aucb a p:roce<hlre 
coul.d be to~ 1n other inatancee, Seoret&z7 llorsentbau alec 
expl.&ined 'll!lat could be done 1n procllo1ng the 5J)8n7 'basb ail!ht 
1t the J.rrq eDd Br1t1eb 1IOIIl.d place a eutt1c1eutl;r large order to 
Uke aua proclucticm •thode poaaible. SUch a procedure woUld 
alec haft the acmntace ot redllc1Jli the 11111t price. 

Botb 8ecret&J7 !inCI% 811d Judge Pat tereon acr-d that &ch 
a pzoeodmii,.. desirable 1n tho .. inat&ncee 'llbere it wu appli­
cable. 

'!'be Seoret&I7 wnt on to aq that be bad talked witb 
the Preaident aboltt the poaaibilit;r ot china the Britieh equal. 
deliftriee 111 tb tba A:rrq or N&Vf 1n tbo.. 1natancea Where the 
.lJll;y or Na"7 ehoweci a prepanderanca of daliftr1&a betwen now 
and Jll),:r 1, 1941. ot coUI'M, be added tba Br1t1ah would ba..., 
to placo additictlal orders whore ne<:eae&rT 1n order to ma1ce up 
tor 8\lcb diftr&iCII.I . 
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Seoreta!T llorPD~ natecl '- 1».4 ahom tM PNddaat 

the Conoolidatecl ~ c1e11,...,. ecbedgle 1114 !lade 8)*l1fta 
Nferc>oe to tM l'!lf S'•• t'be Preaidlat '-4 Aic!J "BamT, 
tbe Britieh 0811 baft ~ tbeT Wilt - talk to SUiuoD 1114 
Jtnox about it •• 

S.Oret.azy ICorpntbau ebooled t'- pooup the cllll....n:r 
tahJ..e ccrrer111s the pertod trca """ llllt11 ~ 1at tor all u. 
...noua eircratt c-•·•· 

Porrenal recehed a ~1o cow ot tbeM tahlea 
.n4 Pb1.11p toanc -.a to cllll'nlr' aootber copr ot tM tai>J..a to 
~ rattonou. 

Bot.b Secret.azy Inax m4 .l'D4se rattoraCD IICJ'MCl that u. 
i dea-. a sood cme, md tbet tbe Britiab abOO>ld pt ._,. 
other pl.- deliftred where it "All posaible to do eo. 

Tbe Seoret.azy aaloed t.ba apec111c&lJT to ao .,.,.r t.be 
tabla• carehll;r and. tolce tbe •tter v,p with tM1r people 1114 
to lli)' t be •tter oo tbe PNaicllnt• • dNk el.CDa about t.be 
middle o! next -.It 1D """b a W11;T tbat tbe PNeiMnt cOO>ld 
lock at it md appr.,.,. it with .., •o.x. JP,O.R. •, or d1.eapprow 
it aa tbe - lll.gtrt be. Bot.b Seoret.azy 1CMot mel .Jud&'a 
P&t toriCD &&reed to do it, and atatecl that tbe7 -ad l.a.r 1t 
b&!ore tbe I'Naicl .. t aa auggeatod by S.Oret.azy )(orgenu-• 

.ul. pre~~ent ......, entllu1ut1c about t.be icll& 1114 aaid 
tbe7 wo'lllcl c1o wt1at tbeT cOO>ld to paab it el.CD&• 
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• a.,, IIIII or 21, 1')60. 

•Other tlun that, I wmt to aalr:a a repcrt to ,.,.. .., 
who ban charge or ot.her aeo 1n the t1eld. I uke t!l1 s stat ... 
!Mitt - sin~. I baYe not ade it IIDtU &tter I b&Ya 
tallced with -:r .Lae1etmta. I a a little oeb••ed to t1nd 
that the Aaeietmte ot -:r ott1ce beline tbat the cues poe­
pared by tbe Treeaur7 Aceta and the Poet Ott1ce Inspectors 
aro often better prwpared tbm thcee prwpared by the 1nveet1-
&•U.. IIS8Dta or oar own JMpartaent ot Jlaatioa. I have gone 
ao tar as to tell that to llr. lloOYer, 1n the hope that the 
situation 111j;ht be improved. I .., aahuled to aay it, because 
I bava to praiae toUr De~t OT,.. -:r oom, lNt beina a t act, 
it should be said. I think you ""'" should roce:l.'ra, on tbe 
rwcord, proper recognition ot that tact. ll'le case before tbe 

o ....... d J1ar7 tcxla7 na a Secrwt Ser'Yice - · I liet.oed to 
the teatl.Aon7 or tbe Secret Sen1oa Actnt, and I could eee Ule 
tra1n1nc 1n the preparati on or that ca.oe. !hi& b true or tbe 
llercot1oa, and all down the line 1n tbe '1'rMaur7 Depar-t. 
We do not baY• _,. custou cues, but wa hera had-· IYery 
branch or tha '1're&sUr7 8Dd the lOst attica baYa thedr .­
tine~ prepared. I do not _.t to be crit1cel or the F.B.I., 
except in e ccnstruct1Te a111ner, bat it. 1a -:r belie.! that the .,..tea ct the F .B. I . :lmol'l'aa too IIIICb peper work, and tbe 
rwporta are eo exbaustin that the 1aportct pcdnta 1n the 
cue do not atand out ~ u 1n the reports ct other 
aaencies. I apprecl..ate that there ia • record bein& aecle or 
what I a eay1ng, bat it bappona to be tba truth, ..,d that 1a 
wtat I a here to sq. e e e 

•'!'be recaption I have had 1n Boston haa been ado!dreble, 
and a _.,.,.. I ...m carry rlth ae tor the rwat ot .., da,a . I 
cannot a~1a out my one special. d1'1'1a1cn or the Trea&llrT De­
pa.rt.nt tor prwiae. As tar aa im .. U&atin& q .. ta aro con­
earned, -:r experience with all b .. bean a:a:.U..t. I baoe 
net aaJ'Md with all the osanta. llcet o.r roo barw uamd UU. 
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table tll15 DJ'temoon I have dl.seg1-.ed with on certain mtters, 
either insutfic1enc;y of evidence, utter of policy, and so on, 
4lld I have ;,.~t t o find cne ot you W!o hu not recO(;ni.aed t he 
point I made end I recognize tho point you 1114de. ll'e have not 
always agr eed but there has been a mutuo.l underst.a.nding growing 
between ua . * * * 

"I do want to say this, however, in the way of cautructive 
criticis:u, that one differ ence I notice bot118en d1v1sio!l3 of tho 
TreUW')' and their investigative Ol;&ncies ia t.he ..anner in which 
t.'>o cases are prepared so far as p~ work ie ccncerned. I 
have an exacple. llot singl.ina out eny c1iv1a1on tor praise or 
ch&aHs<Dent. A case ca::e in recently. I would b .. e liked to 
brint; 1t dom to show it to you but it 1e n"" before the Orand 
Jury. I think it. is an ideal P"""entation or a case to a United 
States Attorney . '!hero is, alter tho rarwarding ltrtter, a 
at.at•ent or the ea.se in genaral; tbot ia rollOifocl by a st.a.to­
oont or the law, (tho section involved), o, statament or the 
cl01:tent3 or tho low that bed to be mot by eviW!nce, and .. state­
mont or 'llh.:lt the evidenc e avallablo conoistocl. That is followed 
by a list of wit.~esses, names, addros ••• , occupations, and a 
few words of d escription, and wbnt each woulc1 teotity to at 
lencth, and t he point that this ovidonco would tend to establish -
and so on right through. With preparation or tl>is ld.nd, the 
work or our office is cut d01m immenoely and the presmtetion of 
tho caso to the Grand Jury and later to the Court is greatly 
simpli!ied. In th!3 l!l8l11'1er or preparation, deficiencies are 
readily spotted. It .....,. t.'lat one or the thins• that oould be 
done at those coordination c:eetin&a is t.o work out a unllom 
s)'5W. or report 'llbere a case is sent in !Or prose<:Utian, so 
t.""t they c:<W.d be lined up in a uninraal "*J'· T"nat is tho only 
criticia:a I heve to alee . So:lB of tho aaencies do it. not so well, 
OOM do it ucellen~. en the other hond, we roalil<e we are at 
times at fault . We aake our .U•t.slc:••· I wwld be glad to beo.r 
or those mistakes, today or at any other tlloe . • * * * 
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ex •-' w ~ w.. • '*• 1a .-~at -v.u.. 
wi\Se1-. .. ~ - dUt- I 110\t. bet 1 dJ.~ ot ._ 
!J 1 ad U.U ~Un Ill e1• Ia ._ - Ia wiUil ----Jii :o4atwa,....._.la= ' I 
lt:an- , . ...... ., ..... _, Ude1a,...,....-
~. .t. - - Ia I I )Jr. I ..U ll- Ull:o4 W 
ltriltl 1\ ... to -- 1\ - ,_ "'"' 1\ 1a a• ...,_ .. GlnM 
lerT• I \!?bit a 1a a Weal. ..-uu.. of a - • a laiW 
"'-'- &ttDftlltr. !Mn Ia• an. ta t•- "11 la'-• a 
Mn \ at ta - ia &~ \lin 1a Ml I 1tr a.­
-'at u. :L.., (ta. ..ua laftl.,..) a n• ' ot ta. 
o'n \e ot \be~ \be\ lt:o4 to be .n ~.,.. .. ,.,_.ana­
-'at 1llla\ tile~ .-n•h'• o..S.W. 1ltd 1a ~n t 
b7 aU.\ of wlt 111 -• •M 11111 III IllS_,-' a 
t• _. aL 4~ ad wlta\ _. ..U t.aeUt7 w a 
~ &4 tbe pa1at .. , t.b1a ~ -u ted to 911•!tl1• -
&4 .. - a1&llt ~ 'lltb pa ., .. aUc:D ot tbla IISAd. t.ll:t 
watt at av ot!SM Ia • ._ 1 ,.q ad \llo p-toU& aL 
\be - • \be Qrce:l kq ...a :Lotoo • \llo ~ 1a p tilT 
~. X.. t.bJa -of ,........U.. ..,e1adM-
n '"l7 ~?PKW. It- that- ot t.ll:t u.s.p \bat ..U be 
... al. \baa 0 Ill Un\1c:D ..U.Ca Ia \e Watt a\ a _,_ 
•'- aL ~ ..._.. a~ 1a ..t 1a tw P.-u.a. • 
\be\ \llltT ..u be l1aod .. 1a • ~ .,. 1ltd 1a \be oelJr 
ori\lala I lttlro to ..-. .._of tile 111-s... dD U ao\ a ..U. 
- .. 1\ -a'llaUT· CID \ha otl:ler bad. n na:Liaa w-• 
\laM at hloli. • ..-oar • •et•lee, I ..U be &lad to lleor 
ot ta..e .s• t • \odt7 or at -.;, otllor t~aa.• • • • 
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Br1t1ob Contract• 
(1ne1ud1M j oint +Nt1o-
1riDCh cont ract• 1a 

MD 
1 • .llrlr...,., 
2. .11rpl.aM lnclnoo 
~ Airplane .lccoooor loa 

llach 1 ne !oo 11 
Cbollical 'lar!are ll&terlal 
:fxp1oohu A Pl'opollanh 
.......... 1t 10. 
Ordna.Dco .lqul))lllt Dt 
T&nlto 
llotor Vtblclu 
Iron & Stool 
Moo-Porrouo Wetalo 
ToxUloo A Cl othing 
7oodatutto A !obacco 
Potroloua Product a 
Anlu.la 
Shlj)4 
CoauDicaUona Jqul))IIIOnt 
!'labor 
lll Other 

Pl'onnh Cont racta 
Ao!Dolralt)' 
Uinlotr, of AircrAft 

Production 
W1n1o tr, ot Suppl)' 

22. 9 
14. 9 
4.9 

3. 5 

.8 
2.0 
3. 2 
1. 6 

. 8 
32. 0 
4. 4 

. 3 
1. 2 

1.4 
. 2 

.1 

.1 
58. 9 

8. 3 

l'aU la 

!!!4!!!' 
( a1llioo $ ) 

29.6 
10.1 
15.9 

6. 6 

1.0 
e.o 
1. 7 

. 6 
3.0 

315. 4 
6. 2 

. 15 
2.4 

•• 
. 3 

.a 

43. 15 

17.8 

latiaato 
llept.1~- 1941 

195. 7 
93.1 
10. 2 

16.4 

5. 7 
Z7. 8 
14.6 
5. 2 
3.8 

115.0 
13. 1 

. 8 

.4 

3.7 
. 8 

. 5 

2.0 
275. 5 

163.8 
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-•·CONFIDENTIA 

--·- .... -- .... N-.J. - ..... ,, ....... ·- •• .,.. W~Unteel k '---- ..S, ._ tiOeODteODO Ia .. - •• 11Ft 
u lle1t ..... .,.ooo.ooo ....... , .. - .... -·- ........ "•· c--•ac "'te- '-* ..,. ..... ...._ - ..._. .,.oao.oao sa .. -* 
-'-' ..,,..,., u ... te U. lMlula f/6 • Jli'Wl-.IF -c•rW -.illr __ , lieU" .. ·- TaS •• .. Ia ,_ f/6 ... ~ ...... ... 
oflerll~ .,_...._ ......... __ ... ~be .... , .. 
~ .,.._,:q 1a - ,_,_. ... sa tM ..,..., "-- .._. tJ.oo,ooo.oao 
1a _. will* • prier k -..n 7• W .. , '- w.,.ww te tile ~ ......... ..... 

!he lo•llq &014 prioe ,... "uftl•t to •:n.sl, ott •· IUr• .... 
oll&t&Ur 111..,_ •• tu ..Uftl•t et 114. 71¥· 
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NIAIIIBUK or mre•• WtaD 

racaa -'-to--....,. lerU.e, las ev. 

DAB: kp._llller 81.0 1840, lO •••• 

10. I 4088 ( 80'li~ Oil) 

1'""17 ret,.'' aa. ~t'e •lees= ao. lm.' 

ot ~= elgbteeDth ot hp~ e p .a. 

You are 1Droa.e4 1:bat the re~~Uatlone ot the IJw • 

torelp exoba.DCP ooetzool were 1Dtzoo4Roe4 111 toto 111 

Lux .. burg, !be Oe...a 0oftraeJlt bas Upoaecl repU&tlODP 

ln the letherlall4a, Belg1- aD4 Jlol'lfa7 llhlob are , ln all 

thelr eallent teaturee a1a1lar to thoee 111 etteot 1n 

0el'UJ17, althougb theJ are aore ooapeot in to~ &Del tbeJ 

are adQtecl to the reepectln countl'lee. (Ill thie ooDDeo­

t1on, k.lndl7 reter to report number 1289 aade bJ the 

Ooneul.ate General OD HaT 22, 19:59, entl tlecl 11'1111 Text ot 

Rerteecl OeMDD J'ore1p Exchanp Leg11lat1oD1 aD4 alee to 

deapatob nwaber :52.a, under elate ot J.uguet U, 1940, eeDt 

bJ the l:la'bula;r, g1 rtng texh ot ~e tundallental regula-

t1one 1D dtect in Be1g1ua, the Metber1&Dcle ,..., lol'lfa7, in 

the order DaJDecl.) I.e a rewl.t, no ~nte are pereittecl 

to be aacte troa theee countl'lee to the Un1 ted Statee Wile" 

a peral t 1e granted t~ ~e =-petent tore1p exohallge 

oontrol authorl tlee, aDd ooneequentl;r taDc1a 1A theee oouetl'lee 

be1ong:leg to ..... r1oae people llrtDg 1n the UD1tec1 Statee 

are blooli:ect. 
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1'111*1 .U.noaa 1:1111uq, Berl..11l. 

Dt.Bt Sept•ber 21, le«>, lO a.a. 

1110.: 4088. 

SjlqtiOI no . 
... 

.Utboup eo far 110 1ator~~at1on hu Mea' re~ .... 4 'lllr 

the Eabaee:r regarding the praot1oe ot 1obe athoi'1Uee 

1n the oountnee aaae4 abon, the oonaular •eottdn•e 

expel'1enoe 1a thet at pr .. ent ' the praot1oe of the auJu,r-

1 the 1n GermallJ 1 teelt h to allow 1n geneNl. no t:re.ne­

rera to Amer1oa (exoepUng the awu oonre4 'bJ the 

at&D4et1ll. agreeaent an4 a tev oaaea ot ootton 11b1ob -• 

requ1aU1one4 1n Pol.and and oerta1n 1nber1tanoe ore41te) 

even on the groun4e at har4eh1p or equ1t:r and that, ex­

oept 1n oaeee ot 1nber1tanoe transfers, 1nterTent1on ot 

t h e ooneul.ar eeot1on 1e 1nerfeot1.a at the preaent t1ae. 

(Refer 1n th1a regard to 4eepatobea t~ the ooneul.ar 

aeot1on, nos. 2870, JUl.:r ~. and ~.ooo , Jul;r 1.9, and 

the aennth page of our deepatob no. ~~2, Jul.:r 2&.) 
been to aend 

The Legation at Copenhagen bae;r.queatedf11lto~-

t1on With regard to the Dan1eb tore1gn exobange oontrol. 

leg1el.aUon, ae vel.l. ae the deta1l.ed data llbioh the 

Departaent asked tor f~ the other aboYe-aent1oned 

oountr1ee. (EHD or XESS#.GE) 

EA:MSG 
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Sccrctct7 or State , 

',lashington. • 

CO lli£0 TED COPY 

GRAY 

Buli n 

Dated September 21 , 1940 

Reo ' d 11 :13 ~~~ . 

4094, Scptanbcr 21 , 11 n.m. 

Uy 3711 , Au,,,-ust 23, 4 p .m. and 3962, Scptcnbc r 1 0, 

7 p.m. 

FO.l Tit:: ASUllY FaoM HEA'IH AN J FC.l .:lEPARIDEJIT' S 

DlFO.t.!ATIOll . 

During July thE short tcnn debt of tht :l£1~ 

(incluaing tax ccrtifico.tcs) inortcsed by two thousand 

258 

four hundred c.nd thirteen .rlllion t1a.rlu to J. tota.l of 

287, 917, 000, 000 mttrks . 'lhis is a. lc.rgt rigurc t or t1onthl1 

short tcnn borr<T.Iing, the highest ("ith thE' exception of 

lh .. ,-) s1not the outbrtol< of the wcr. Of the toto.l increase 

2, 232, 000
1
000 mo.r.t s wns in the tonn of Trtcsury c crti ficc tce 

and bills; 307 , 000, 000 mcrlto 1n ·'short tEim l onna" offse t 

in po.rt by dccrcnscs of 1981 000, 000 m~rks in Reich ' s 

u tili za tion of its opcrntinc credit nt thE Rtichsbcnk, 

28 , 000, 000 acrks in tn.x ocrtitica.tu outstanding. 

ltiRl{ 

.~--~-~---~--------------
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nell I Merteu .... ., • hi'Ua, ........ 

DA!II S.pt.,_ 21, 1140, 1 p.a, 

10.1 4011 

COUiml'fUL, 

258 

'!be l:abaaq baa reco1ve4 a report tbat an aero_, 
bae boon roaob04 botweea Go1'11&117 aD4 ~oo W11:h ropr4 to 

tra4o, &D4 oetallllah1ng a DOW rate of n:obango. 'rhe ropo.rt 

etato4 tbat tho nw Ro1chaal'k-4rao-. 1 i ~ 
....... J:. • 

Will bo .. , at allout 48. 150 1uotoe4 of tho~~·· ra~of 
c . 

about 41. Aooor41Dg to rol1alllo 1Dtoraanoa, bofa co111Grioo 

oone1dor that the new rate 1e onlJ t.-po~ e1ntf 1t~~ 
k.nown tbat a better rate 1s d .. 1ro4 b:r t~1o11i It~e 
stated that oonversat1one tor roneW1Dg d1eouu1on on tba 

rate Will proba1117 be etarte4 1D l oveaber. It 1e olaiud 

tbat at tbat t1ae the obJect of Gol'llan d1ploaao:r W11l be 

to abol1ah the prova111Dg d1eoropanc:r 111 the or ou rat .. 

between the Ro1oh.arlt, dl'aohaa &D4 dollar. 

You are requested to 1Df ol'll the Troeeur:r of t he foresoiDC · 

JC]IJ:, 

!A:LW 

Regraded Uclassified



8ecre\&r7 ot 1\ate, 

JIOIIPUII. 

sn. lept•ller 21. 

.. ., 
(Bail) 
nau 

w ... '''"''~"a. J11D .... , ,,., .... 

• 
(Depart-t'• 1231. a.pteoihr 17.) 

!M reopeJliac ot u.. ran. 'beab-. wl~ ~ ...... , te Sa 

"'' llll'ba .. 7' • de-tell 61)7 ot ~ 2). 

on.. J'reDCh aa4 0.... 'buld.DI recW&Uoao at pre""' lieU. 

opplle4 are \be - tor all baaQ ( !.Jocha4l.olc llrltlob) operetlJOC ill 

ot ruld.,.h ill \be """"111•4 aou e:asept •• ooacerao tbe aocoaah 

ot .. uoMlt ot u.o .. ooaatrho co...tclere4 1>7 GeraAT •• lle~reah 

-:IJ' O..t lrlte.l.Jo aa4 OYer- .S..Woao, -· ~. let.lwrlM41o, 

Jel&i•, I.o.Dal>llrc. Jgpt, ......,., 1rell <- ••117'• cieqoatch 1o. 6762, 

Jul7 30), !be Dtotloula ot u.e .. C01Uitl'ieo reo14llls ill U.. oo...iple& 
• 

..... ot J'ruc• 87 -· ..... tbelr tl'SIIO ......... 1a J'reach, J.Jicll• 

or .borlcaa 1>ukao tor ,_.,, ot lllloolotiDCI 1IP te tbe _., ot 

•'bout JOOO traaco -~ wltlloolt U.. aaUoorl•Uoa ot ocGQJ'Sac 

antbori\1... la •m••• ot U>lo .....,., 1t h ....,.,....,. te ol>\ala 

U\looriaatloa. 00-""NNial •terprl .. l are pe...SttM te V.. rMeowlole 

IIIB 
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Jll)l 

Seo,re\er7 of Steh, 

111011 PJJUS. 

37}, septeabor 21 (SECT lOll m) 

~~ 

(BUI) 
nm 
:lattd ..,. ... 21., 19110 

leo •t 6ollo p.a. 

It th reepect to the zaturt ot openr.Uou ptl'ld. tted, 1J> the 

ICI\in tho preoent actirtU" or the blu1lce oonoht 1n the ecceptao.oe 

tmna!tro within the ocov,p1e4 1011t, co-rcl.nl collecUone 1n PIU'h 

..,, the occv,p1ecl. 48part&enh , ""' u.tt e4 cr edit opent1one which to 

not cur,- a bankiDC riel< 1J> exceu or a>o,ooo trQce. !he bo.l1ka are 

author1 u 4 to bu;r certain !or el.p 'bellkzlotu 1Dclu41Dg tollare lN.t 

such biDir:not oe wot be lulld at the d1opo t1Uon ot the o......, :rortilll 

"xch""' O!!lct. ~· 1n J'r.,.,h e&CUI'1U" ~ be carried out 

1n Bordttn% b7 blu1lco which ha" branchoe thera. 

!ho l..llpr " oion ...,DC b&Dlooro here 1t thet the PIU'h otocl< 

uch&DCo wi ll ooon be reopeno4. .Ul truoecUono 1n ! or t11Jl 

oxchlact ( wi th tho omepU on o! the .. ro! orrod t o abo'ro) ...t 1n 

tore11Jl oocur1t1oo aro bloclcod with tho banl<o conclfto4. 

Br1o!l7 

.. 

Regraded Uclassified



U• 1IU --"- tide t..u. ilin_ ... 

M tM --~ • JI'Sar •em rl'• fll .. ._ •M FlU.. 

(liD 01 1111 .. ) 

.. C OPT 
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Soorotar,r of State, 

'aeh 1nt;tollo 

!WolltJ·firet. 

Wont~ IJtCha.o&e. S.cUon Ou. 

• 

PIA II 

ll&a1la 

263 

Dt.to4 Sepw a'ber 21, 1940 

ltloo' .. 8143 .. •• • 23r4 

lxcha.op aarloot <lurlnt; J.ucuot ah"'"4 practlcalJ¥ no chalice tree tho 

provlo\1.0 aontb. :Pirlmeoa of dollar contlD\Micl aa roault of otroJl& cloaand 

with i noutflciont oxpor\ cover aT&Il&blo. !brougbout tho 80Dth oolloro 

quotlr>e two naught ono point two five an4 ~oro two nougbt ono with 

oocaoiooal illterbaDic tranaactiono offocto4 at two oaugbt ono point ono 

two five. Some intorbaDic c11anc0overo for two or tbroo contho foroard at 

two bun4ro4. - reported that at clooo of •ontb aport d.eaand appoarod 

to bo looaoninc owinc d.elqe4 colloetlono an4 otbor factoro but contiau.e4 

far 1A oscoo o ot avall.ablo export covor. Conoono\1.0 of 'baDII: opiAion woo 

f l.rant:aa ot Mrftt would cont.l.ut.ut tor aoc• tt.M. lzch• np trauact1ozaa 

four waoka on4o4 Al>&uat 26th, 1940, eh"'"4 804orato IAcr .... over preeo41nt; 

four woalca but contln\MI4 ronoct •-hat ovorool4 pooit1on. lxchonc• 

tn.naactiono tbOilOand poooo opot exchanco bollgbt ono four naugbt throe 

ollbt ool4 oae o1cJ1t tour nlD• four tuturo oschanco bougbt ooven oovon 

ono tbroo ool4 ono naugbt flvo five oovon. Stointorf. 

HICICOIC 

bJ 

• 

• 

Regraded Uclassified



-

..ac.ww:a. 

• 
W ..,,. l r A. :aNO ................ 

'"" or - eat\o ooll h _r801l, -..... 11114 

ottioeo aU.. liNU )IU'CIIaae4 U.U4 4nfto dullll -u. 

or .....,. eatu •• -.... ..,...., • ._Milq _..,. dullll 

JftMD\ pu \o\al fin\ oJ.tjl\ ••Ulo 'Mille ol.s wo po1D\ 

U..... .W1oa :poooo o~4 wo •lcb' po1D\ aiDe a1U1oa 

Jill" 111p1q. lal.oo lfr Iua1ar !Nuanr h _.._, 

lNr u4 oftioeo ·--' ..U.r 41u1Dc Jftooa\ pu 

'Gtfl tint oJ.tjl\ -u.. 'Mlllc ol.s _,.,tho_,., 

tt ll I :piON for hlecnJibiD \-ton aM WO Ulno 

u.- u.......- Jll•" - .....,... I...alu ~ 

'NJift alae ..._ _1 ... ..n.c ap.t of \UN aUlla 

-

284 

/ 
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CONfi DEN fiAL 

J 1 f rs,w llf$ a 11., ~ 

1. • ..,. Air '-• ..... 1'1'2 ' ! I a, ......... Dw$ 1 

Olllal, - ...... ,..... _, - ren _, 7Uda e U. OW?' 0 

dllriq u. Rl&'l\ 0: ~ -..u. Dvf.al u. lut 24 ..... 

~u ................ ~-u•nwu4a. 

'• :Dl .n - --v a\\Nilal -. - ,.n 0114 u-. 
Tl1en - 11\Ua ...._. allp\ taa\- ....- - W.1 1 •• Dul'illc 

tM ~\ ot ... ..._ ao.;z1 --.1 ~ nr. - aarw. 
a1alT 1D u. ..., _., ..,. r- dotb -. an ca nn. Ill 

1.-s. ~CII' "-eo - ._ t.o u. SOil~ " " 0114 ~. wbWII 

en.J 1 n, ...s t. 4.,.W - e1 ' • t11a rL•'- fllcW7-

..._, - t.oo1 t'UWr7 ...s r~ a1rt1a1c1a • .,. ._ -w • 

t.o • r;'""ed 1q delq bosltla. 114'1 erqiloa1.,. boolt>a - U. 

taabe.th l'lllaoa dS4 11\U. ....... 

4. a.- pl-. ,__ - a1s aetJ..ned 111111 1.2 llftballla• 

tlla llrtti& 1aft - ~ aDII r- ,u.w. 
5. art \Sib -Nil• an a\111 .S.. U. ...,1• 0 1

, 

.... 111141a ..... "'• )6,JDO ~. - .... w ... ... .... 

-.1.­
COI\:FI' '' . " • r.-

• 
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CONFIDENTIAL 
266 

• 
----.ursa .... -.-.-., .. _._ ......... , , .......... ~,. c• 

.. -. ...... ~, r t'reltMf I'Ve '• ....... JIIR.... ... ,, .. _..,,., 
-w .,.... ... _,-..Au es- e~ ftaU u-• .._ 

12Mt a ••• 1w1 u=e~-•aott~aft" u .... - a 
II&) 'Atl·--ftlaa.t.U.,. , .. 0111 ... 

..,. •• '• u * _...._..,.. • -~~~&"' ..... ..._ ._ 

..au-. 
a. ....... Uiulltt ... " ....... ,.. ....... .... 

AW:teUiuh u t 
luau..,, f/1 _, 
11ate D J 1 ' 
~ f/1 !las *' 
AMto . ,.,.., ., -
~.rstatr 
VD 
c:c 

-

' 

CONFIDENTIAL 
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CONFIDENT! A L 

p a' llf .... '"IO ............ II!' 0 

• lla •• L, fQI I U1S. 

" ' 0 ftW Ill ..... I ..... Ulf. 

)#(" 267 

JIUUw ...,... ...... fll ........ ll8t ... --' .... 

,...__. .............. ,....~ ....... .. 
~--·'Ll ... , a,.._..,...,..., aa.a-
.... lMt ~ .._. .,..U- Ia...,... •• Ue --.1 

---· ... o..w •• --0 ,.., -~ ...... - ·-·c. 
......... ~ ..... f/1 .......... ..... 

u ..... w ... , -,a- - llflW.. ...... - u.u. 

........ u.u. .......... 
ca- ..unq. .....u. u. ._. w~ ,... ..... n.aa­

_.l_ia-U...-le ............. atJ I 

fu1.lc ._ pup''• ,__. ,_ ...... - - &~Met ' I artJ, 

- -· wl • ••' 1 ... .. u. ~· ....... u ...... l'llli.NM 

lrUie ............ ...,_ ..... - .............. ..... 

... n.... aUla, • ~vsa u..• ~·· a.. u r, • =st•l 

•"- ,.....,., ...... Jll"l• fll ......... e.al. .. 

.. v.l ltatl• la 1.&....,..1 - -..w . ........... - • ... 

.- ........... nnL&e..._,....fllllriWa. .. ,_ .. 

fll .. hlftrjftat&a t I 3 (wna. t1 t1n- W) aM .. 

...... Ana•la 0 I I (""",.• .... _. ,._.... • W) -

~\lr •m pt tr ~ ar tr .-11 nne. 

C·J~H [ ' N L 

• 
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Ita •• D ' I •'•· ... '''• ........... ..... 

• , 1 , ., ..._·a.,. _ &a • ._. ... ... -. • 

.._ •• • ..._. ,.., ... &a .. .a- • tzrr r-

......... ,_. .......... "* ..u... ... ..a. ...... 

...,.,... ..... ........... -...., .... -...... 
IIIIa l.U. .... lo -·eUMUIII lta ......... au 

111na1 &a liD' wu~ tw uort.u.. - _...,. _. - ~ 

Nttnau•• 
.Ut.q """ .... " .... 
'L e1TJI' ft6 ... 
...... , 7 s 

.......... tl ~ .., 

...... ·- .. ,fl .. 
Altl tl Moft 
.. n.. Nftlll• 
otnM Ill.....,. tataJ''J u 

loll 

CONFJDPr! t..L 

' 
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...,... • .... "-' g -.. :~rt.u• -.eq te •· c........ 1a .- beau; 
~· .. u -· ......... 21, lSicl • .... 

I Ia.- - Utft Ina .... !l'la Ul wiUI npn M till W­
Uoa •ta ll M M •"''PliM Np1 V1T M ... . W.rpaUIII, follMrlac 
81r 7n41riolt ft1lltpo' nott Ia ~. 

a. :kbuq will 1lo allle to lt.aU laa-

{1) lllorilT .ttv U>A )M of ...,. •aUI a etat-at IIIMrtac 
.,.... loti of pl4 &4 4ollara aa4 .,.... Ill•• of wetl4 at 
uwote4 McuriUoo dllrlac the :pnnou 8011thl 

{2) lllortlT totter tho lOU. of e&dl 8011th a Glale1t1e4 etate­
.. ,., of the upeD41 n.. of till Jr1 Ulll Pvallu""c eo. 
a1u1oa dllrlac U>A :prt'l'io\1.1 801th aa4 &II u t laate of 
ell:p041n.. dllrlac the na '"ar of U.e :tear to the 114 
of Jaae 1941. 10 far u reliable fJ.&veo IN aftU&I>le. 
lleaUoA will 'be ~ of other ttau for *lela f4Veo 
IN aot :tet aYa1lallle . 

{3) lllortlT attar the 16th of e&dl ..,,.u. a clau1t1e4 -
...., etate .... t of .,.... 4ollar 11;p41Uiture for all pupouo 
{i . e . ""' olll7 U>ro,.., the llr1U IIl l'll.rclaaa""c Co.atuioll) 
cbar1J1c t he :prenoua Math. 

(I!.K. 1'reaft17 regret that 1t will aot 'be pou1bll to 
a.cco"iP&Q U.h etateau\ vtth aa eot1111h of .... 41-
ture for til& eurr ... t a4 oi>CCII41Ac Mlltho oilleo the 
aatve aa4 :pvpo11 of ov 4ollar 41o'blll"-h are eo 
nrto,.. U..t u.., haft cOM to tho oollClualoll that it 
voul4 olll7 be al&l•adia« to aUeJII>t to prepare uu­
•tu OD a Mllthlt 'beoil. J'or tho preoe10t U C&ll 'be &1_. that the total Mllthl:r QP""•4 1\UO Of the 
UaHe4 fiDc4o• 1D U>A l11l1te4 Stat .. will, oa tho 
aftn&e, ucee4 U..e &l;p411141tlln of the llriUIII Pu­
cbao""c c-iootoD b7 oo•th""c of the or41r of $110 
llillloA. B.ll. freaorar7 wtll &44 froa \181 to tiM 
lUcia flll"ther UtoraaUo10 ao thor cao, ) 

(4) towr41 tile OJUl of aacla M llth (41P&II41ac OA the a·rail&l>ll 
.. u e) u extolll414 OJlal:telo of 0111" 4ollar up&1141tlln .,..._ 
1aa tho pranouo ..,, til. 

(ID1t1ale4) o.s.s.P. 

JIIU'ISB DIJWISY • 

19th Sept-'>er 19llo. 

STRICTLY CONFIDEN TI AL 

• 

• 
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(lncl1141Dc 

!lellllod or c.llfornia 
B!p Oaw..>o Cnldo • 

J.ll Othl r Cn>do 

GaaoUDe A •• 
Go.ooUne :a • 
111 Other O.ool1ao 

175,US Jblo. 
S2 .lto9 Bblo. 

159. 229 Bblo. 112, 000 Bblo, 
70 . 566 Bblo, 

AYlaUon I.ubr1cat1114 ou••• 
J.ll othor Lubrleatl114 Oil 12, o61 Bblo. 

Lead ••• 

~3aool:oro1 • e-ach •• Ieo­
Oet&De, llo-Be.DD.e, or 
loo-hnw..>t 

1 l!ta"7 llelU-c Sc"'P 7, 576 <rou 

24. 579 '!ou 

115 .000 Bblo. 
20 ,000 Bblo. 

• 

149 Bblt , 

11}, 200 Bblo, 

} . 072 "'"' 

/ 

tho Secretary of tbo !rea.ur,r, D!Ylolon of Reoo&reh anA Statlotlco. 
Ott1co of llercballt Ship Control , !raao\IJ7 Depart•at. Sept. 2}, 1940 

A:q Mtorlal f..,. vhl.cb bJ' co-relal clloUlU.tlon tbol'e cAD be ooparate4 ••ro tball 
}~of arlaUoa ..,tor tul, IJ1clrocarbon or b7clroearbon •lxture- Preoldeat'• l'ecalA­
tlou of JD17 26, 1940, 
!Yiatloa O.ooUaa , 
!o dotlnod 1D tho Preo14nt ' • roF].atloao of JDl7 26, 1940. 
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: liWii 1 
1 a.u!!f1 .. , 

JaAUaz'T • • • • • • • • • • • • • • • • • • • • 10 
Mar 1- JUDe 1.... .. ..... .. ~ 
JUn8 2 - 29· ··· ·· ··· ······· Jun• 30 - Jul7 6 ••... ....• • 
Jul7 7- 1) •••.•• ••••...•• • 
Jul1 1~ - 20 • •••• • •.•••. ••• 
Jul1 21 - 27 •••• • •••••••• •• 
Julr 2~- •usu•t J •..... ••• 
•usu•t ~ - 10 • •••••.•••• • •• 
j.ugult 11 - 17 •• ••.•• • •••.• 
Augult 18 - 2~ • •••••• • •.••• 
Augult 25 - 31 • •••.•....•.• 
septellber 1 - 7 • .•.••••.••• 
Septeaber S- 14 •• ••• ••• •• • 
Septe•ber 15 - 21 • •• •• •••• • 
Septe~r 22 - 30 •• ••• ••• •• 
Ootol>tr •• •••• • •..•••..• •• •• 
November • •• • ••••• • •.•••• • •. 
Deoe..'ber •••••.••• • •••• • •••• 

J a.D1.l&l'7 • • • • • • • • • • • • • • .. • .. • • • 
hb.Nal'J' .. ...... . ...... .. ... . . 
Karall . ...................... . . 
A.pr1.1 . ..... ................. . 

Kq • ••••••• • •••••••••• ••• •• 
June • ••••••••••••••• •• •••• • 
JulJ • •••••••• • ••••••••••• • • 
J.u.gu.at ••••••••••••••••••••• 

Septet:lber • ••• •••• • •.••• • •• • 
October, ••••••.•• • •••• • ••• • 
NOTt•ber ••••.••.•.••••.•• • • 
Deoem'ber • •••••••••••••••••• 

Janua%'7' • • ••••••••••••.••• • • 
r ebnarJ •...••............ • 

18 
11 
15 
30 

1 
1 

14 
~ 

28 

~. 

Oftloe of Uii lioretari or the TreaiUJ"1, 
Dh1e10D ot IM•earoh aDd StaU1U01. 

•so ot the .. eng1 .. • went to tbl Britleb. 

iiiiiiSJI liUiiilee & ,, .... !" 

59 
352 m 
1100 
~1.6 
41& 
~14 

~ 
~37 
1100 
369 

~~ 
45 

25 
21 

• 

J 
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STRICTLY CO~~FIDENTIAL 
OOR'l'I88 UBOPIABE DrtlSIOR or atJRnB~'fliiQH O<mP 

Br1tiah Oontraota 

A1rtramea on hand September 1~ 

llr t ramea oomp1eted September 15 - 21 

Total a1rtra .. a needing enginee 

A1rplanea with engines ah1pped 
September 15 - 21 

A1rtramee on hand September 21 

I (Alllaon) 

99 

12 

111 

2~ 

.E.* 

Otrioe or tlie Biioretaey or the Treasury, 
Division ot Research and 8tat1at1oa. September 23, 194o. 

• On September 21 there were 67 Al11aon engines on band t or 
Br1t1ah P-~ contracts. 

• 

Regraded Uclassified



Pereopal ag4 '"'f' 

Honourable 

Dear llr. SeeretUT, 

I encloae herein tor your 

peraonal and aecret 1ntoraat1on • copy 

ot the leteet report recel•ed trom 

London on the military situation. 

BelleYe me , 

Dear Wr. Secretary, 

Very sincerely youra, 

Henry Woraenthau, Jr. , 

United Stataa Treaaury, 

Waahlnaton, D. c. 

Regraded Uclassified



~•1...-haal.eedeo 

,.... ..,, ....... 10--
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1. IIJal• A &rlUM ......,.,_ 

HpOI'\e &lt.a\ .. , ..... 161',.._ ., • ~ 
·- ....... , en 7.-1 •• , _, 11_.1 ... 

MU..\ed IIUk· 

oo ~. -'"'' ., 1',..,..,. uwu-. 
lll. l . i · "U.\ " ... bH lor a \o~ .,..,,.. t­

ea alrol'a!'\ ..,... orr lloHla. .. .. l&lu .. • p 

...... .u.~ ...... lldllll , ..... 111 '"" .......... 

- oa.talJr .,.,.1 .. 4 111 hal'liOOlJ'• 

8. fOltl All f OCI!• ~1 .. a'\eeka 

.... .., aiiJnlAa •• ~· olp\ or ..,~ . .. 1ew 

l t\11 wore •-;a-'1&1. n-. UoYlu\ ..U• an..:& 

.,. a\ Jlayn , wllora - ll.U• M olllpp~ ... 

..... ..... H~\ ... ....... .,H .. J eri• U 

.. ....., ...... fl_ .. d .... .., ...... ..- ..... 

.Uo looa\.0 ud aUMlt041· o.e alJ'ofll" 

ell\a..._, • dlreo\ llU aa • ClaalJ'oror ort U.c 

1:111\eh OO.o\. t o r ..., a1Nraf\ oro elool ... 

o.r1aa a.,,_..,. ltll• • ..-.. .r 

.rtuol•• •eon••••..,••• ..... Mnhd .. , "' 
wr M'a ...-. ..-. 1• ar• aa .r Wlt t1tto··el ...... 

All .... .U.NI' ... t'UMI .., • .,. llwrl ...... 

up\ owU!i •• looo tn..,.elllo -\b• 
eo .. l u- a -uor ,_ or -...re •• 

..... \ell... taJNUna oou ••eat olllpp~ 
U/ 

• 
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........... Nil .......... .. 

........ • .... ..,_. .......... ...a. 

~-~~--, ...... AU-

aUwaft ....... ..,~. 

.. "' 7 Mr ,..,. l\ ....... .... 

• - .......... lta ... , tl ... e ...... tul .. .... 

aiall' ~ ..., ....... liUI/ll&ll .. ,.. .. u 18 ..... ... 

.. uu~ .. IN nama ., u p,. " • .., ....-aa­

.... - .. u-•e et e--.!UM •• •~1 IIU• alp\ 18 
100 k11le4 aad ICO __.... a.,,_ ., 1111• ..-;, 

•eUrt\7 ... o ... 1dere111J leM ••• eent18d to 

opwra~1oAA -7 1 1Ail• e!rorat\, A eo .. 1•a..-le 

o\IMn or .,...,lllloJ.a•oo•• wert .... a, . .. ,. llo•~~>••• 

~len4 , 8ou\~ Wela• and -1••r~l . ...... aLa 

ea., ~u• wore de•&I'OJ Od , • or ""- lt7 ov 

t1p\erw, - lt7 M11- e1reratl •• a lpl, aad 1 

tore .. .. laM lA\MI. ' e leu •e f1p._.. 

llllrl .. \lie "'"" ' et ..,,_ Lftll/10\11 

1 an 'rn ... ecal• \be pr1oe1p• l ,..., --~-\1Yel 

rao- I P••• \o 11.a •·• 1 .. 1Mr1&1••• lt .. l .. 

, ... pl.ce .. \be aa.,.l eoele. Tl\1 • •• llad 

.. tte,... .-tefl J, ltot oo roporta ot .. Jor ., ... , e 

U.l ''' liMA rMe>1Y .. , ... atl\ll'lle oaeael\ 7 

tlpree are .. , ,., nallell1e. A tft tell 18 

nu-.u -· Ita\ ._, .... o&lJ ellp\o 

DulJII . . . ... 11' 1111> 1 ....... . 

nelS ,_. ... nre wade ,.. ....... _ ....... ~ 
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GROUP IIU'l'ING 

Pruent: 

H,M,Jr: 

Gaston: 

H.li.Jr: 

Oea t on: 

Mr. Oe.eton 
Mr. Haae 
Mr. 'l'boapeon 
Mr. Ch&aberla1n 
Mr. Tiner 
Mr. roleJ 
Mr. Schwarr. 
Mr. GriYee 
Mr. Cochran 
Mr. 1lh1 te 
Mr. Bell 
Mr. Young 
lCre . ltlotr. 

hpteaber 23, l911o 
· 3:00 p.a. 

Merle, o:> uld JOU tind out - JOU know, that 
happened the morning atter we eaw the 
Argentinian Aabaetedor. I wondered it 
the7 knew OYer there that that wae the 
ttorJ. Ve let thea know, but did theJ 
know that this wae coaing and i t the7 
did, whJ in hell didn't they tell me' 
Did they know this was coming' Juet look 
into this. I want to kind ot uke a 
record w1 t h the State Depart .. nt . 

Did JOU (Gaeton) know thi•' (Handing 
!Cr. Gaston aeaorandlU1 t roa liJ', Cochran 
dated September 23. ) 'l'b.it was a terrible 
thing. 

Is this the aan inYOlYed in Cutto••' 

Yee. VhoeYer t he man it up there, order 
him to get on the train and get hia down 
here tomorrow morning. I want it explained 
to 111e. 
I oouldn 1 t IIAlte out whether t hie wae Canadian 
Cueto•• or Ama ric an Cut to••. 
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H,X,JI'I 

Ooohi'OD: 

B. M. Jr: 

0.1ton: 

B. M.Jr: 

Bell: 

R.M.Jr: 

Bell: 

B.M.Jr: 

Bell: 

B. M.Jr: 

Bell: 

H.M.Jr : 

Bell: 

H. M. Jr: 

- I! -

Coll14 ,.. ..u .. lllok- ... ~ *' 
I an oll'lleN4 tble _. •- to --~ 
pen••":r too report too •' Oa11 ., 
IU.okenoa •1114 toeU la1a nato. Bow 1oaa 
••• :ro11 lalo• t;blet 

I I'Oto U tble IIOOilo 

'fell bia I baYe .. D to tor toh1e IIAII too report; 
to vaeh1JIC't;oa 1aae41ahl:r U4 woul4 :J'01I 
plea" pto wol'4 t;o XI'. Bow1'4. lf1ll 7011 
... tobat he ao .. tobat, lleJ'bef1t 

Y .. , I will. 

Well, Bell, bow are J'Oilf 

t &ID 1 to kllow whet;baJ' :JOU haYe .. eD 1t 
OJ' DOt, 'bllt Ill', lle.YeDpoJ't e.at J'OU a OopJ' 
ot hie Poet arto1ole oD 1'1nano1ng Deteue. 

No. 

Well, 1t 1• 1n J'OUI' ehop 1o•aplaoe. 

Who ret 

1 toh1Dk probe.bl7 nu abaUDOI7 ba1 it. 
It oue 1D 8atlll'4a7 late. Herbert hal 
rea4 1t aad XI'. Baae h 101118 onr U, 
ADd Ill'. B~ggh 11 tp)1DC oYel' U. PIU't 
ot 1t XI'. !u.ll1•aa ahoul4 rea4. It 1m 't 
ba4. 

b 1t goodt 

W1ll, 1t 1ea'to 1004• but 1t 1eD't a1 bad 
· ae w aight baYe ez:peoted. 

What 11 the •tter with ut 

Well, 1t 11 juet a etra1ght art1ole. !bare 
h noth1118 tllah7 about U at all. I doD •t 
tohillk 7011 han to VOI'J'7 AD7 about u. 
b 1t or1Uoalf 
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leU I 

ll. ll.Jrl 
• Bell: 

H.K.Jr : 

Bell: 

s.x.Jr: 
Bell: 

H. M.Jr : 

Bell: 

H. li.Jr : 

White : 

H. lf. Jr: 

White : 

H.M.Jr: 

White : 

H. lC,Jr: 

White: 

Dt * • uu to ot.-• •• 
. ... au. O.orno 

..... 1t ••• :ra •• au. l ••• r 
IIMW ,.. wcnal4 llko •• roo4 u. 

'"· We -.14 11ko to pt u tor low Yon 
._ ... w llllb'· lf 7011 4o. 

Voll, l wlll ti'J t o reo4 1t t oll1pt. 

Be oan ata7 oYer lf to11 oaa 1t r e&4 1t. -I wlll ti'J &D4 r ead u . 
\'hat 1e lll.l I haYa. 

Vlll 7011 atat beh1D4 after tbiat 

Yea. 

Harrtt 

'l'ha Argentina Aabu~ador n a hare .. tll~ 
110m1ng. I t ook hl• 1n to Dan Ball. Ba 
wanted t o ltDow W.t t be pou 1b1l1Uee ot 
auooaaatul nego t 1at1ona were and bow lone 
U would taka and eo on, and Daa j 11at told 
h1a --

What 1Un4 ot negoU aUou t 

'!'he - -

You MU the Aaar1oan Aab aaaaclor or the 
Argentla1an Aabaaaadort 

ArsuUil1an. 

Bow oao wo nesot1ata when t h at haYa 
alapped down all exohans• oo11trol t 

Well, that aubJaot nan't 41aouuod, but 
l uw alanbera • oabla that one 1l1 .., 1aS 
that U 414 not M&D that that ware 
reaCr10UDS dollar aoo4a and t hat the 
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H.M. J r : 

llh1te : 

H.M.Jr: 

lihUe : 

Bell: 

11h1U : 

H. M.Jr: 

VlUte: 

H, M. J r : 

Bell : 

- a. -

anlolo 1a b pt~per ll:r Joha 'at w -. 
DOt U &OO'GJ"ato &OOI)IIIlt, 'llut I dOD 1t 
lmow liON CUD tbat . 

Well, I ban a.u4 OoohNa to fln4 old; 
fro• tho lltato Dopanaou wbat tu:r 414 
or 414D 't lulow. 

Yee. Well, ba wuto4 t o ret IOH 4etlJI1to 
1ntoraat1on llotoro bl telepbono4 h11 
rOYorDaont, but Mr. Bell d14D't (1Ye h1a 
&117· 

About wbat, llarrJ! Vbat 4ou lao WDtf 
Do rou .. an about that oalllet 

About tu oable, :ree. 

He wanto4 t o know bow loDC neiOU&UODI 
would take and wbotller or not u 0011ld 
be oo~lete4 botoro election an4 whether 
or not the e lootlon woul4 haYe an)' etteot 
on the negotiation• and I told h1• that 
thins• wore changing eo taet we couldn't 
toll hlo how long U would take or wllat 
trend it would take. 

He eaid thl1r new Xlnleter ot P1nanoe wae 
extroul)' 1Jiteroeto4 ln lt, but couldn't 
oo• up 1t 1t toolt t oo woh u .. and 
oertainl:r it would be bad tor the• t o 
oooo up and not be euooeutul. 

!he)' are do1Dg .. no ta•or lJI ooalaS liP 
hero. I don' t wut h1• up hero. llo•bod)' 
1n t he State Departoent dou. I don't. 
Ae tar •• I u oonoerne4, hi oan eta)' down 
lJI tho Argentine. lfho thlnltl he oan do oe 
a taYor b7 ooo1ns up hero! 

I 41dn 1 t aelt hlo that qu11t1on. I don 1 t 
ltnow. 

Ae tar aa I u oonoerned , let hia et&J 
down there. 

Ve 41d ea)' we would be w1ll1DS t o tallt to 
thlll , 414D 1 t .. , 
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s.M.Jr: 

Bell: 

H.li.Jr: 

llhHe : 

H. M.Jr: 

H. M.Jr: 

- 5 -

.. u, tUJ Jill' all ~o PNOnN oa-
to okar 'b1o oablo, aa4 ldlonor woa , .. 
oablo 1o oo 1a,oNoto4 1a n - I 4oa'' 
ltaow whoro all tho prouuN oo•o ti'Da. 
U h ao~nc 1a ., lito. Lo' 1118Dor 'foUoo 
ooo n. 
Bo ... eu-or. 

Lot h1.ll 0 oe h1.ll age. I doD It W&ll t h1.ll 
l'UIUllDC aroua4. I'a eel'louo. I'• "'1'1 
ool'louo. 

I U&clDe tho oablo woDt t orwar4, but I 
cloD 't kDow wl:letller U 414. !bero .... a 
aootlDC or tho Exoo~&Un Boarcl or tho bport­
Iaport Baak ~~ oom1nc, aa4 JoDoe aoko4 
•• tor poraieo1oD to co al:leacl with DegGt1at1oDe 
nth Oh.1aa w a aaxlaul aaouat o r t25,000,000. 

Ooocl. 

!he ltate Dopartaaat •14 that the7 wore -
1D tho perooo ot Mr. Serl o, ea14 thor 11llll4 
be 1ntoroetocl 1n t1a1og th1o th1ag properlJ 
1n Y1ow or recent oYonto , aocl 1t ••••• ae 
tlloueh tho thine will 10 throueh ratller 
cpioltlr, Ju4g1ag rroa what Jonoe oalcl, at 
loaet tho prol1a1na1'1 etatoaent wl.ll be 
aa4o ooon. 

t•r• aloo wae takeD up tl:le queot10D or 
tl:le loaa to Bradl tor tblo Iron uc1 Stool 
Ooapaar or 20 o44 a1ll1on dollar• aacl ~t 
wae approYocl, aod a loao t o Ooeta Rioa of 
~ Dillion dollare tor a high .. ,. 'that 
no aleo approYocl. 

'fhare 1o ao art1olo bloro 1D t ho Now YoJ'II: 
I:Yon1DC Poet on colcl that 1e 1Dteroet1ag 
1D 1\eolt, aod I th1Dk 1t 1e pa.rt1oularl7 
1DtOl'IOt1ag 1a Y10W Of tho fact that thoJ 
haYO booa pann1DC tho 11'014 pol10J 00 IIUoh. 

'fl:let 1e bJ ~t waao1 7011 lulow. 

IJlY1a Porter. 
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Bell: 

K.M.Jr: 

Outon: 

llh.lte: 

H.K,Jr: 

Vh1te: 

H. II. Jr: 

lihUe : 

Boll: 

_,_ 
AD4 , ... , h • 'brlet atat•eat .. 011r eolA 
latlowa ot tM lut 11 •ana, a;~~pl-Uota 
IUI4 propbao7. 

D14 tbe !'reaeur7 appro•• thuo louae Ul:roaCb 
tbe ~ ort-:t.port luakt 

!'bat le aa .abal'raeolac quoocloD JOa baYo 
rauo4. I •• sol, to cu. u 'liP wUh 
tbe laboo•Ucoe. 41411 •c mow wbat •• 
COlAC to 'be 'llrol~Cbt ap 'before tho cs.... 
fbe7 oporato 1D a ••rJ lDCoreotlDC pl'lDOlplo, 
1D whloh Mr. Joaeo aako tor poralooloa co 
p ahea4 wUh Dopuauoao ooMwbat aJ.oac 
tbeoo 11Doo. I DOW JOU wre lD taYOr ot 
Cho loaa co Chlaa, eo I Cboupc I ne eato 
1D appl'OYlDC CbaC, aa4 I aeWM4, or thouPt 
I klaew, Uaec 7011 woul4 'be 1D tnor ot the 
lraall1aa loUl aD4 tho ocher, bat I 41411 1 t 
OQ aaJ"thlq. !'be7 Juec ea14, 11o o'IIJooUoDet 
Paooo4. 1 It loa ••1'7 1Dteroot1DC.., ot 
coU1DC 'llllolDeu 4oae. 

'fho Ohalr hoazoe DODO. 

No, ho aelto4 tor &DJ IIICIOIUODI or 00-Dte. 
!'be7 aa4e a tow, aa4 there •• eoaoehlac 
wo wUl wat to take up latn, bat I doD 't 
mow wbat wUl bappoD wbaD tbe:r br1AC tbe 
t1rot ou 'liP tbac 7011 4oa' t beppoa to ltDow 
ADJ'thlq about o r Chat wo 4oD1 l appron ot. 
I aappoee U wUl. etart a alDor reYoluUoD, 
'but oo tar tbat baa'c hoppuo4. fbor 
CNDoaoto4 all Cbelr 'lll&dDOOI 1D about 20 
alautoe, I th1Dk, throe loano. 

Well, eo tar 1t oo1lll4o all rlpc, 4ooa't 1U 

Xu, Choeo throe I thoupt I mow JOil were 
1D taYOr or. 

U 11 luolt;r. 

I thoqht oo. 

I woD4or U the:r oaa't cl•o JOil 1D a4Y&Doo 
a llttlo a,..4a. 
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'llbJ.UI 

H.X.Jr: 

B.II.Jr: 

Vhlte: 

H.M.Jr: 

Vi.oer: 

H.M.Jr: 

White: 

H. K.Jr: 

Youog: 

B. K.Jr : 

Youog: 

H.M.Jr: 

Youog: 

H.M.Jr: 

A• a .. tter of tan, .o .. of tile 41reoton 
414a' t mow u~c a bo-d the loua•. I 
heppeae4 to mow a little b1t about thea. 

I wal4 teal 'bdl.J 1f JOU traata4 Ill'. Joa .. 
U17 baUer thaD JOil traata4 ae. 

I wlll ban to a .. iallah that. I 4oD 't 
uow Ja.C 'llhat that uue. 

Jake 1111: .. that ODe, 40D 1 t JOil Jaket 

I wlll4a • t feel b dly. 

Gi Ye Bai'I'J Use. Be will ooae b&ok. 

Gin .. Uae; I wlll gin JOU a fight. 

Ph111pt 

Ill'. Punil 11 oa h11 W&7 4 om to W.ehlagtoa 
thll afki'DOOD. 

!110 baacb'ad u4 t1fSJ thou ean4 II&Dii ara 
thotJ tor oaeh or tor loYet 

Oaell. fbi' the IIOHDt. 

OU.J. 

'1'hl f1ret ara alre.-oa the .. ,. !heJ 
etarta4 to roll Je•ter4a)' . 

Are JOU solD& to get ae eoaeth1Dg on 
that iD writiac' 

Iao14aatallJ, 414 JOU pYe Ill'•· UoU. Ul7th1ae 
OD the .. u 1D& W ll.e4 lleN the t 4aJ tbat 
bolt - 1D l&lle&peoU417 aa4 I talke4 ., 
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Young: 

H. K.Jr: 

Young: 

H.M.Jr I 

xoung: 

H. M, Jr: 

Young: 

1!. M.Jr: 

Xoung: 

H.M.Jr: 

Young: 

B. M. Jr: 

Young: 

H. M,Jr : 

Young: 

H. l!.Jr: 

Young: 

-·-
oae aa4 oao 14oat 

Jlo , 

'fou. 414a 1 U 

llo . 

Phil, 701.1 are al1pp1AI• 

Yea, a1r. 

'l'bat waa aa Ulportaat aeeUns. 

I ~ 11 g1Ye 701.1 aoaath1ng now. 

W1ll JOU.f 

Yea, a1r. 

I tboUiht JOU ba4n't. I d14a 1 t oheolt up 
on JOU., either. Do 701.1 reaamber t he aeet1ng? 

llu.re. 

That may baYe atartad aoaath1ng - r-aber 
vh&t I told bia, whet the Prea1c! ant aa1d 
and eYerJtbing, that I vantac! h1a to t1.x 
u.p a report and take 1t to bill and get bill 
to e&J 1•• or no? Remeaber? 

Yea, a1r. 

Pleaee. Would 70 1.1 40 1t tonight 7etf 

Yee, a1r. 

An7boc!7 that ooaee 1n, when t here 1a no 
stenographer preeent, when the7 are 1DY1tac! 
1n to a, .. et1ng w1th ae, wboeYer the7 are, 
I expect them to vr1te a report when the7 
go baolr. to the1r ott1oe t4't bou. t 117 aalr.1ng. 
Tbat goea tor ner 7bod7. When the7 go back 
to their ott1oe the7 abou.ld do H . 

!he Chlneae powder 1e tt1ll 1n ab&J&nOe tor 
the aoaent UDt11 .. get aore 1ntoraat1on on 
1t. 
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B. II. II' I 

• 

• 

Pole)' I 

lf,M.Jr: 

S,II.Jr: 

Whitt: 

Viner: 

O.eton: 

Vi.ner: 

Vh1te: 

B.X.Jr: 

Foler: 

B. M.Jr: 

Foler: 

H.X.Jr: 

Foler: ' 

·t· 

tall,7, . ._ I I' ...... tile lad tS. • 
bow tal it .. - I • doU. tlllo 

,..._. • Ulat IIIU,,alt. .... , lt tile 

• ... late :r.....QW~a be '1111'1114 -· 
0 tiD t)W{D, tllat 1o, tba IONP 1Jooll 

Ull tile oU. ! ftll'pt to •aUoD OM UW., 
w111e1a .. .,..., lllportaat. I ..... n wao at 
.- Oali1Mt fbluoo4ar. le aho woallore4 1t 
w 1111:tlt aat to put oa 10M ll1114 ot ollbaJ'&o 
OD olbo, 10 I U1oupt I would put rou teUow 
OD DOt1oo, 

Wo .,, tbo papon. 

., 1•-'· b8 aallo4 ... 

We pt tb8 papore. 

Wbat h tllaU 

!be papon on r ea4r oa tb8 •'bai'F oa 
dllt liiJ)Ortl. 

Un4or wtwt autborUr, HaJ'I'ff 

rtttr porotDt iDOrtatO 1D 4Ut1tt o 

!bero an 110 4utt... It it oD tbe tree 
Uet. 

'rbero h .utborUr tor --

•~. I aa ... 1JIC ht. at a quarter ot D1Ao 
to80rrow, m4 oa one p ... ooul4 eo•llo4r ••• 
I get it tonilbt, tbe nr1oue tbiiiC• ttwr 
ooul4 4o OD e1llt, 1D 0 .. 8 ht atilt aet 

Yeo. 

Will rou look 1nto thatt 

Y ... 

Will fOU br1DC it with rout 

Yeo. 
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• 

H.M.Jr: 

Young: 

H.M.Jr: 

Hau: 

H. M.Jr: 

Kua: 

H. M.Jr: 

H. M.Jr: 

Haas: 

H. M.Jr: 

Hua: 

H. M. J r: 

Hua: 

H. M. Jr: 

Haae: 

H.M.Jr: 

Haae: 

- 10-

Ia t hat all, Pb1U 

Yea, e1r. 

George' 

Last week, Mr. Secretary, I gave you t he 
'lll'Ong t1gure on .lll1aon. They gan the 
wrong t igure oYer the pbone, 

F1tt y-two was t he t1gure. 

Do you knov th1a veek ' a? 

No , I don' t. What 1a the aspect' 

That 1& vhat vent to t he Br1t1eh. I Just 
t1gured out berore I oaae 1n t here have 
been that many nroducad and the British 
have gotten 9~ s i nce September. It looka 
l 1ka t he P-40 situation 1n a nother week 
rill be pretty good. 

Phil, vhy should the Army get ll out ot 
the 61 last veek? Ie that according to 

They are supposed to ge t 50. 

Who, the English? 

The Army, tor the month, a a a whole, and 
they haven't torgotten them yet. 

I aee. They got 40t 

That 1a r1ght. 

We vill let them have tour mo re. 

No more . 

Four more. You have got the Army dovn tor 
46. 
According to that meeting we had v1th Arnold 
and Knudaen, 50 vee all that they were to get. 
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H. X.Jr: 

Haaa: 

H.M.Jr: 

lla&a: 

H. IC.Jr: 

H, M.Jr: 

Baaa: 

H.M.Jr : 

Cllaaberlain : 

B.M.Jr : 

Obu~rlain: 

B. M.Jrt 

Ohaaberla1n : 

H. X,Jr: 

Viner: 

- 1.1 -

v.u, •'* ~ au.e 7011 (laaa) -
abean,, I P' 'rlp,on. Be pn M •­
flii&J'•• tor Earl7. !be7 411111'' liM \tMa. 
I .,. ... larl7 •aa '' •t~ara. 

!be7 vera 1D 'be Jl&per. 

!be7 verat 

Yea. 

t'boee geogr.pb1oal tlsur .. , 

I \blnlt eo. i'ipton tb1e 110rni.ng ebove4 • 
a oUpping out of eoae paper that M.4 \boN 
ttcu"'• in. I wUl get U and een4 U on 
1n. 

I 41411 1 t eee it. Ie that allt 

I u all througb. 

Profeeeor Chaaberlaint 

llr. Beoretal'J, Mr. Peble bee got aoiDe 
information 1n reapeot to tbe reaittanoee 
that be -• - be and I would like to preeent 
1t to :rou eoae tiae t oaorrow. I baTe aake4 
the Lieutenant for tiae. 

Qoo4. You aon•t want to 4o 1t to4a:rt 

llo, it ien 1 t quite rea&:r. I want to go 
OTer it before he preeente it. 

'llhile Dr. V1ner 1e bere, will :rou br1Dg 
bill up t o 4ate on wbat hee ~en bappen1ngt 

I baTe JUde arrangeaent e alraa4:r to baTe 
a oonferanoe with b1a to110rrow aorninC· 

I would l U:e :rou to do thet, 1t :rou would. 

Dr. Vinert Alwaye gl ad t o eee :rou. 

'l'bank JOU. 
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B.K.II'I 

H. K,Jr: 

8ohwarr.: 

I!. II.Jr: 

Sohvarr.: 

H. M.Jr: 

Bell: 

H.l<.Jr: 

Cocbnu!: 

H.M.Jr : 

-u-

J: M Pl.lll ';a:"'l'lr a 11U~ tlllaaaiJII 
l'lllat .,... •• J:t ,.. - h ••• 
:r -u u.. to ••• ,.. ...,. I * f:' 
111 ..... •t ,... -s.c ...... w -u ... , "•· 
J: ........ •rtblac· 

PI'OIO a C a.1 JC)t 

Pour ~7· 

Han Chore beaD 0117 hake 011 ov retwa4111Cf 

Joth1JIIo DO 1n41oaUODO Of 8117• 

lilaC wao tho ere•• ftOJ'COD07 tha1i Ruooa 
ha4 co 1i alk w •• a'bou ct 

Ob, CheN 1o a MA!;:L. OD Ule Hill 1ib1a 
801111111 before Ito '• Ooa.J.Uoo oa Ule 
PDIO loatolaUOD, 1dl1ob 1DYolYo4 1iM 41reoUOD 
Of 1iM DOW bll1ld1Df and 1iM roduoUoD ot 1iM 
race troa 1/12 Co /1~ and a&D7 ocher .. ccaro. 
I bad &1raad7 bon 1D wuob wUb Delano 011 

la1iurda7 IUio1 Leo &1oo. Leo auureo • 1iba1i 
1ibo OD17 CIIOOUOD lD't'OlYod 1A 1iba bM.l'1DC 
1ib1a 80mlq 1o 1iM roduoUoD of 1/12 1iO 1/la. 
and 1iba oCMr ••taro wro solD~ co be 
el1a1Da1iod oo I Cold Ronald 1iba1i aDd be taU 
beUor • 

.f.o a .. uor ot taoC, Cbo bii&J'lDg WO OODtlDod 
t o .. a'boro ot Cbo Co•Uha, aDd CheN no a 
croat daa1 ot obJoo1i1oD troa 'bo' b Ropubl1oaDa 
aa4 Do110oreh, and l£r1'7 BonlaJ'd thlDko U 
1o dead. I doD '' 1ib1nk n w111 h•r ab01aC 
U aga1D. 

llorlot 

P1Daall1i S01i a tow 801'0 t1111NO OD In&] e!!d 1iba1i 
I • aoii41DC 7011 vp 1ib1o nanlq, Oil Cbalr 
upoll411illl'o •. 

llaCbal' ChaD do CbaC, Karla, I 'IIOUld lUte 1iO 
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CochNn: 

H.li.Jr: 

Bell: 

OoohNn l 

H.M. J r : 

Coohnrl: 

B, M.Jr: 

YUel' la llll'e tdta ,_ ... 
WJ., ... _..,a look at 

.... lila••'• 
.... toiDltll ..... 
lb .... ..._1111• I•..U, 
llafta't 1oM oa lt due wllat'• 
~· ..... -· lt ,.. lltll.l ..... 
.._ Nll4)', I .t.U lla•e a lUUe -tl.q 
'-1'1'0•· Woald rou aeaUoa 1t to .._ 
wbea rou 8111 ouU 

All npt, &D4 I will ban tba ti.CW'e• 
41etl'1'buhd dl tba other ••· 

I -14 lU. to e1 t dow to.-oi'I'Ow Ul4 10 
OYel' tllat wUh J011 pUle-. 

!be UJ*l41tu'11111 thla OOIIDSI'Jt 

r ... 
laaa 1 t Geo1'18 "-e• seUlDI -repone 
OD SbaU 

!h.o 1 t woul4 be Cochran and Vtner 1114 
Geo1'18 and White an4 Bell. 

I WAS rou to II:Dow thoee 4ahl1ae waN 
ploked toda7 at ou o 1 olook on •r tara. 

!hAS la all. 

tou pt the ••aase that ••laoD llooteteller 
00111411 1 S ooMt 

Be nrat accepted, 4!.4D 1 t hat 

h .. ld he WGa14 OOM 1t ~11 aD~IIt 
Wen 1t OD flaeed&J, tba apeaklnl eqapMU. 
Be waa 1t aare, eo I oheoUd w1Ul hh ctrl 
ud tou4 out he ba4 sbas apeuuc eDp~ 
.. nt at th1a depart•nt luncheon onr at 
Apoloalt\ll'e. Be woa14 l1U to ooae eo•• 
other UH. 

AN w auppoeed t o 4o aaJthllla oD tbat 
n:rap pi'Oolaa&Uont Jaollaon, JOU II:DOw, 

I 
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H. M.Jrl 

Foler: 

H.!I.Jr: 

Sohwar&: 

Gaaton: 

Schvar&: 

Gaoton: 

Fole:r: 

B. li .Jr: 

Foler: 

11 . 11. Jr: 

H. M. J r : 

Pole:r: 

H.M.Jr : 

Gaet on: 

:c."':: •. 
We wlll W1C 1111CU ..... ., lloUen tor 1C 
IIOWo 

We baYu1 C bea1'4 tzooa u:r or the other people 
eo f&J' •• I bow. 

Va Wlll walC now and aea wbac llr. 81111 doea , 
e1noe tbe Japueee baYe 10na into - wbat ie 
the naaa ot that tow the:r eatera4 throllgh! 

Dong Dang. 

len 1 t 1t Dang Dong! 

Done Dang. 

AU right . 

Va are olaar1nc that rule that lnll4aen talked 
about laet 'l'hure4a:r lli&ht u to whether or 
not thoae oontr1butione were i nooae. I 
th1nk the:r lll. ll be rea4;r t omorrow. 

Plan llo. 27 

It ia on Plan No. 2, ;ree. 

It 1e terribl:r r unn:r. We ha4 lnudaen t or 
dinner t he other night. I 4on 1 t ltnov vbo 
seta t h e ore4it tor thia v1tt1o1aa. Be aaid 
he -• ••kine tor a h;rpotbaU oal ruU.nc and -
-• 1t :rou that pYe h1a that! 

I th1nk eo. 

'fba7 ea1d the7 would gin hl.a a hJpothet1oal 
ane-r t or a h)'potheUoal airplane. An:rthlng 
elee! 

lloth1ng elae. 

Harbert! 

Mr. Macruder oalled th1a aorn1ns t o ••7• 
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K.M.Jr: 

H.M.Jr : 

Galton: 

B.M. Jr : 

Gaston : 

Fole7: 

Gast on: 

B.li.Jr : 

Gaoton: 

H.M.Jr: 

Geoton: 

H.!I.Jr: 

Gao ton: 

11.11. Jr : 

-l5-

11' ....... ~ - Ulat • •~'tala ,. ••• 
IIU 111Ma .... _,.__.. lena aN to fOI'pt 

"·I 
low, watt a IIUnoJ..;.~ I u 1111A to oot.4 
.. , .... ,, Wt I 4~ pt U. - lt 
apla. 

llr. Jlacra4er 1&14 'o M, 1 I IIAYI •"• 
wor4 'ba' a oel'hlll pereoa ba1 beell ale-
1Jito:rae4. You are to torset u . • 

Ill 1Dcl8114' 

I' aeaa1 tba' 1111 tr1.a4 1a llle State Deparc••' Wilt so till Prelldea' 8114 till 
Pre11du\ eald. •I 4oll'' kllow abou' Sill 
beOkiJ'OU4 8114 .. won' s do u. • 
B1a tr11114 1n ella asau DtPartullt - 1111 
laa' latter h V and 1111 t1rat 11 8, 8114 
lla ftara a 111gb oollart 

I tb111k ao. I lla•• no 1ntoi'Dit1on on SilaS, 
but I aurahe. I th1nk Ill l1'1'al 1D llal')'land. 

Tba trhn4 or t he Treaaul')'. 

Vo are not ot t 1o1all7 1nfoi'Did , 'but n are 
fi'OD \bat ODd, 

VUl JOU ct•• that oxaot 1111 M alap " 
General Vatoont 

Yea, I will. 

Tba axaot oaae DOooaco. 

VU.l be be 1111'1 ton1a hU 

11o waen't with ella Prelldent. 

Ie he her•' 

I '11111k eo . I don 1 t '111nk eUIII r of till a -
well, I aa qQ1to euro or ._,eon. 

• 
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s.M.Jr: 

H.li.Jr : 

H.M.Jr l 

·16-

I ..s.u SI'J to .. , lata. 

tlllac obot 

.. are praoo•''"l co 1n••••lla•• two 
01111414ateo tor ott1oe, no OOU.oto• ot 
Oa1W.. ac Pon .lrU!ar, tuao, 1"80o .,., 
_, 'llo*ll lollatoH, aa4 Clio oUior a OolleeWr 
ot lACol'IIAl RHone, U LUUo llooll, AI'IIMHo, 
rooo-114e4 '117 both Jeaa-.ro. file LI.Ulo ilooll 
Cblq, Cbe to~r oollooCor •• - IIOC C!l8 
~orauo 110UD&Uon t or GoYei'JIOr, wlalob. 
h oqa1YOled Co elooC1on 1n .lrluuleaa. 

Voal4 ,_ beYe Job.Aeon, Oo.aiuloner Job.neon, 
to•I'I'Ow, IH tb11 fellow an4 athr be ble 
so• Cb.o ltOI'J, Chon 70U an4 I will -· b1.8 
wiCb Jolmeon. 

Yee. 

Pl••••· I• •••1'7tb1ns elee all r1atatt 

EYIJ'7tb1q el• 11 all r1pt. 

llow, 1f Mr. Bell and Ill'. M&ae will etq, 
&D4 Ill'. Tiner and tbe 8tiDOt7PhC. 
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Slptember 2 ll, 1~ 

J eaae J ones c alled me a t 5 o ' clock and aald 

he had T. v. Soong in hie ou ter o t tice and t hat he 

bad been tallt1ng with hill at t he request ot Kr. Hul.l 

who call a d ~ laat night a t 9 o ' clock and want a hill 

to make a l oan t o China . 

He told T. V. Soong that he was thinking ot 
oaki ng a loan ot $20, 000,000 &&a i nat t ungaten. 111hat 

di d I think? " I said I understood that he made the 

aueges tion to Export- I mport o r $25 , 000,000. J ones aei d 

that waa right . And I said •hat did Hul.l ..ant him to 

do. He said he thought $25 , 000, 000. I said I thought 

he should make i t $25 ,000, 000. He said he would and that 

he would l eave t he i~l1cation wi th T. V. Soong that there 

would be r:10:re when t hat was gone. 

He said Hull wee very anxious tor him to make the 

announcement tonight on account of what had happened i n 

I ndo-China. He s a id he , Jones, thought it OUhht to be 

poat poned tor a couple or days tor tear that people might 

think that thia commi tment had been made t>r 1or to J apan 

roint into Indo-China. "What did I think? • I said it 

'If&& purely a matter tor Ur. Hull t o decide and I had no 

opinion. 

I gathered fro• •hat Jones said, d irectly and i n­

direct ly , that he had been tallting over w1 th Ur . l!ull 

the mee t ing we had here FridaY with t he Russian Ambaeaa­

dor and that Hull felt upset about it. I said, Well , I 

waa the injured part y. Well, he hoped that Hull and I 

would make up. He , J onea, was very glad that I was going 

to aee Hul.l tomorrow morning . 

U7 own opini on i s tha t t he t ioe to put the preaaure 

on J apan '1188 before she went into I ndo-China Md not a fter 

and I think it ' a too late and I think the J apanese and the 

reat ot the dict a tora are Juat goi ng to laugh a t us . The 

tiae t o have done it was months ago and then ~be J a pan 

would have stopped, looked and listened • 

• • • • • 
I mmediately a f ter the above converaation, I spoke 

with Leon Henders on on t he phone and he sai d there 1e to 
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be a mee Ung t0110rrow IIOJ'II1ng a 11 10 o1 olook oa eONP 
1ron and he, Bender eon, woal.d report to .. after tbe 
meeting wha1: happened. 

f • 

• 
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..... 
DAD I 

JO.J 801 

J'Ca '!HI: 'l'REAStm lliP.lll!XIft ftOII IIAh&DI. 

'fbi a 110l"ll1Dg I had a \al.lt w1 th ftuett at Chatel. CIQ'oa. 

lluetf baa ~ant •oet of Me t111e 111 Parh e1aoe rq telegru 

ot Allgl&et 28, 7 p.a. , •o. ~. 
ftuetf ea1d there hae baeD a ooapleh bl'Mk4Dtm 111 

negotiation• w1.th the Gel'llall authol'i t111 tor an ap'eeMIR 

Whereunder Gel'II&Jl7 wou1d al.1ow a eulletanUal. relazatioa of 

the preeent eeTere reetr1ot1one on a11 ooa.unioat1one 

and tranefere between the part of rranoe ooo~1ed by the 

Geraane and the unoocup1e4 portion, 1n return tor Vbioh 

there wou1d be a oertain adaptation of rrenoh emh&Dgl 

oontro1 regu:latiou to the Geraan and Geraany wou1d ooatro1 

the ouetoaa at J'raDOe 1 e s-o~h1oal. tronUere. lluett 

ea1d that when the aatter had been euba1tte4 to General 

Ton Bl'IUIIo!Uteoh the nagoUaUou had reaohed an a4Yan014 

etas-. the General. ha4 1i1uoated that he did aot want &liT 

re1axat1on 1n preeent reetr1ot1one on oo..un1oat1one between 

the oocup114 part of J'ranoe and the unooo~11d part, tor 

reuone of a1llt&1'7 el0rl07· 

IIA!'!BII:VI. • 
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wolll4 lie ot sa...a to "111le a.t.MI ltatM .: 

a t""''"' w ...._ e1.1ppe1 sa -. a. .._ .... t. 
whether the Bank ot l'l'u• W'll14 be WllllJIC, UIJooqll 

aoee apat: wblllh the Gera• CkiYa.,..., woal4 4eatcaat:e, 

to plll'Ohua ..., ,.,... t1w Bank ot ,..._, , , - --.., 

voul4 be hllpw w 4o th1e pl"VY14e4 the AMI'loaa aathol'ltt• 

eppi"'•e& \be 4oll.G' vaaat..... tbla wu u~ca& 'llr 

Ruett co - that: \be Clenaaa M4 h.-4 or bope4 tD t1114 

a wq k pt &1"011114 the 1hd te4 1\aCaa qat• ot blo01.q 

olll'l'aAolaa. Be -.48 lt plala that the Ch_. M4 aot: 

broupt a111 p,.. .. ara 1ll Chi• racazo4, tllat tba quaaUoa 

ha4 b- al1ppa4 1ll a111oat 8111"NP\1tloaa~. 

Dl&&W. 

I 
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-r&': ~ - • 10. eoe a. iiai.liii 

Butt lo ooafl.Me& tllat • Gol' s .-tJiololUoo a. aet 

288 

• waRt ~ Gnen.•t to Nt111'1l 1:o hrlo tor 11be 1:1M boiq, 

and pr.pozoaUoao to 41s 111 tor 1:b.o w1111:or ore bo1q ..u 

b:y tho ool"Ylooo ot tho BaDJt ot l'ranoo wh1oh aro eUll 

at Ohatol O..,oa. 

01Tll1u Oerun autborUao 111 Pa1'1o, oa tbo otllor 

hand, oooa to recognise ~1: 1t 1e 111po .. 1blo to ooaUJUIO 

the pr .. oat ooapleto prob1b11:1oa ot aoutal'J tl'aDOtOIN 

betwoon tho part of l'raooe oooQP1od b7 0.~ an4 foro1p 

oountr1ee, 1.n wh1oh oatego%'7 tho unooo~q>1o4 po1'1:1oa fo1l.e. 

Soao 4&7• ago tho:r thel'Ofore worltod out an aiTeDg-nt 

whereunder tho .. pereooe or oo~~q~aD1 .. 1n tho 0.1'11&11-oooQPhd 

portion of France who haTe r euon t or t ranoa1tt1D8 fun4a 

to tbo unoooup1od po1'1:1on could ellba11: a 4o1:a1lod otat•oat 

of tho ~Otal'J n .. da aJI4 reaaono for the tl'aDOfor to tile 

Fronob ll1a1et1'7 ot J'1D&DOo, which 111 turn would ow-11: tbo 
tbroagh 

oa .. to BerllD a/Bohaeffor1 e Ol'gan1r.at1on. 'lheorot1oall;r, 

auoh requoete would be acted uPOD b7 the Oeraane. 1'he 

autbor1Uoe rooo1n4 1&0 l'Oquoete 1.n tbo nret fw daJe: 

Rueff ea14 ~1: up to the prooont tbo Oel'llano h&Yo not ginn 

an:r ropl;r t o an:r of t hem, and tble 1e t;rp1oal of the Gel'll&ll 

wnr11Unguee 

• 
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Ja tile ooe.ple& pen ot l'luM prleee ... 'belli« II:IIPt 

lloWII NlaUn]J- eaUatutol'i]J- , Ch..a ooaW.l, 8114 

300 

there u up to the PN .. at no alp of aDJ eU'1ou lllflatl-.I'J 

tendenolea. !he b&DII: note olroulatlon of Fl'anoe 1a atlll 

about 200 b1lllon tranoe - a great deal. or thla exaeu 

in oil'Oulat1on 1B due to the i noreu ed needs tor ourren07 

beoauee of the dittioult1 .. 1nYo1Te4 in ~ b•nktng operat.ione. -RoweYer, Rueff told a e that the aa1n thing to wateh wae 

the po .. ible ultt.ate util1z.at1on of the aaount of 

<100 a1111on franca a da;r whioh baa been de..nded bT the -Germane and which they are reoeiYing theoretic~ to PaT 
'" n 

tor the ooate of the u.:y in the oooupied...,zone. 4'oby1oua1T, 

be said, they were not spending anything like auch an amount 

and could not do so , and therefore enormoue balanoea wra 

b eing b uilt UP· He did not know whether tbeee balanoee 

t 'Ould b e ueed ultt.te1T for atte.pted purohaee of gold, 

ot taotol'lee 1n France, of foreign eeour1 t111 or of other 

r eaourcea in Franca, but he wae .wrehena1Ye about the 

tu ture lapl1oat1ona of there beil18 in France auoh enol'lloue 

German balano ... 

END SECTION FOUR. 

MATTHEWS. 

I 
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'"' . •• • _., .... nu aa uz • 
ft' .••10 ... t1r Ml a., 1NO ,_ Puu 

a-n te14 .. ~' t:bere lo a po .. l'blll~ a oballp 

-.q " ..a. J.a t:be tnn.....S .... '"• t:wnti)' t;o eo• 

17 l/1 or 1e .. H t:hat: U ooll14 N 'bi'Oqht; .. ro ill llao w1t:b 

tho tl'ollo-4ol.lal' rat:o. !hlo ohallp 11 eoaethlllg whloh 

tho l'ronoh hope to put thl'oagb - tho prna111Dg rato ,..ate 

at leaet i .n tht01'1 to a t'urthor dnaluation of tho trano. 

llo plane are be1Dg oone1derod tor ohanglng tho off1oial 

rate of the trano and dollar, and ~ to the preeellt Rueff 

hat not eeen an:r 1nd1cat1on that tho Geraane would tey to 

br1Dg about 1n Franco the eaae eort or 1ntlat1oll the Germane 

had eutfered after the flret World War, ae he had prertouel)­

teared would happen . 

With regard to the relatione between Go•ernor Bo1eangor 

and the Germane, Rueff eald that he had onl7 eHn 8ohaofter 

for about t1Tt alnat .. , and onl7 that one tiao. Lettero aro 

ueed tor all ooaaun1oat1one. lo att.-pt hat been aado eo 

tar b7 tho Geraana to b oar dOIIll ney hard Oil tho Bank of 

Franoo, and no att.-pt hat been aado to exoroieo the Geraan 

••to power o•er ~ortant operat1one of the Bank. 

Reteranae, rq telegraa at Septoabor 17, Ia. 681: '!he Ger.ene 

are, hcnre•or, exero1e1ng an 1noreae1ngl7 eiTti'O eupe"1e1on 

a.er pr1Tate banka and to a aon11dtraltlo extent are pey1ng 

into 
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-·-
111M ~· llahl'e ot tbe baolMoo ot ~ latt.. 

l.t .., oqpoUoa Barron ot tile O!laruatJ- !rut toll 

Rueff traDkl7 ot tbe 111tuUoa ot hal'utJ- to pall 1 to boi'U 

an4 put 1 to opoi"&Uoa o 111 l'ruoo 111 a pooltloa w~ tboJ' 

e~ollld llqllldah proJII)tlJ'. 'l'ble IIOl'Dlng Ruott aent'J.onod · thlo 

to •• but dld not ohov 0111:1 part1olll.r reaouon. Jlh 3 
pr1no1pal. feellng, 1n faot, ~pe.rod to be a bope that 6o . . 
attitude of Ouaranv •ant that the bead oftloo titre•• 

that the Br1Ueh vollld reoe1n 111oreao1Jig .laer1ou ••rt, 
and that reperoueolona 1n tho futuro attit ude of Gera&n~ 

toward .laorloan banko lD J'ranoe wollld be 1neY1 table. 

Rueff appeared to be leee depreeeod than be wae formerly . 

He aa1d ln oonolualon that be blmaelf bad not bad 8111:1 

d1ff1ollltJ' ln golng baolt aD4 forth to Parle, and he 

re1t01'a~od the obTlou faot that the flret and tor•oot 

1ntereet of Gora&JQ' todaJ' le lte pro .. ouUon ot the w.r 

ega1net l:n8l.aJI4, aD4 that the allltarr e1tuat1op alaoet 

to tho exolue1on of oTerythlng oleo doll.111atee Oel'!II&IIJ' 'e 

rolat1o~pe wlth rrenoo. 

EIID ar Ja:BIII.OJ:. 
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,_, ~ .... q, ...... .AJ.rea. 

llftl lep•.-Mr U, lSHG, t P••• 

10.1 .aa. 
llefoNDOO 1o -.40 ,. 70111' DOo 21t Of llop,_bozo 801 

4o P••• 
'l'blo attorDooa I 1atono4 Dootor P1u40 1D ooat14oaoo 

of the 8ooro'&rJ of 'bo 'lro-.urJ' o non. Dr. P1u40 •• 

DOt IUJ.'Pr1oo4 at bearlag tho uwo ao lliiJIU toloplloao4 

b1ll 7••'-~ aa4 1afono4 b1ll of tho 4oo1o1oa of tho ... ... 
g 

It -• 1nt~'o4 .,_ Dr. P1ao4o tha' ho '1101114 .......,... WJ ,..:. __.,...~ 

appoint a roprooo.ntau n for tho pv.rpooo 1lbo '110'1114 ta1to 

TUOI 
... 0 
0 ...... ... 

I 
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... I •• or•' w 'I .... ....... 
-·· .IMI'l .. 7 7 •••• ~. .. , 

DA!'II Sept .... U, 1140, U a.a. 

IOol Q.03 

Coanr81!UL. 

A rell&ble IOVOI lla1 1nfoi.W4 the llllue1 that 

repreeentat1Yee of the Re1oh &D4 ot Yugoel&Y1a are aeet1ng 

1n Belgrade t or the p~u ot ~D! an aooor4 oOYer1DC 

exchange rate• an4 o-ro• . It b 'IUideretood that the 

repreeentat1vee will take under oone1derat1on the t1X1ng ot 

a new rate tor the Re1ollaaarlt and 41nar, u well a• 

a4Juetaent ot probleu 'III:IJ.oh haYe ar11en thro1181L the 1Door­

por tat1on into the Oeraan tariff 111tea ot the protectorate. 

In YugoelaY1a the Re1ollaaarlt-41Dar rate 11 now 1•.80, and 

1D Oerman;r 1t 1e 17.110. It 1e etate4 that ettorte ¥111 be 

aade b)' OeruD7 to a4Yance the Belgra4e quotation to that 

vh1oh now preYa111 1D Oeraaa;r. 

OJ 
.1f 

ltiRX. 
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aloMa aa4 - t..topon JII'M1lo1Uaaa oa o•taia r1'111ooa luaa 

fltrln-1 ...,..Uo u4 ~ prQtlolUoaa r-4 oa 

olootr-ttocnPh Jii&JIOII',.,.rq )ilap&r taa.trtal ta.D4a 

4ooolo-·ta• IIA4 1ooaa 1t •lartala tra. *1oll - •• 
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coat14aU.el), nl&Uac to U.. p ropo.-4 coadt.nUa 

of conela l'lla'-a\el ]11'0111 .. *lola Wftl4 &riM an­
\llo ,..., •• of wh1ola vu uM~oll-..\ of a .-4 

oc~o .,.t•; Meeq1 e 1122 of hpt.U• 19, 12 -· 

*lola reporle4 \!lei epproftl of prior penih for "-"• 

froe \lle U..Ue4 1\e\ee lle4 11- Y1 tlllle14 u4 euo.oe4 

\h poeo111UliT \lle\ • tr!.upler .,..._, ei&l>\ lie 

propo le4 l.n vlllola ~ca\lu Wftl4 111 eul>le4 \llroliP 

A111rioea fl.nuol.nc \o _,l.nu her a;por\1 \o Gnat 

Jdiele: 

Aocor41Jt.c to \lao pro11, a •-•rclel .-t1doa froe 

•"eM' *lala h upec\e4 \o errlH '""" 1e Juzaoe ~"'' -
llo llle4e4 liT Lor4 laact.a. .t.a vu prnioulT repone4 • ., 

u4netpA•ac h \!let_...,.._ are llel.nc ee4e oo \Mt 

illere oea 111 a;por\1 • cre41\o ee4 1\ bU llea e\lie4 1e 

aoaf14elloe 'b7 &ll\llariUoo of \llo IUel.etrT of J'i....oo 

\ba\ .- ore41\ prcllall17 Wftl4 aot 111 ct•• liT ~ca\lu 

llal111 U.. lJal\14 tie\• 1...U eedli-· - h 

,..._ \o llelllft \!let a t.iln!M4 afton h llelac _.. 

liT •n&la ~ a .-tilela ·--w elrel• to liMp .. 
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1s a.orzue& h oeue ..ur - 'bila'..-1 Ml_i,.. 

-r•'- iaar ...... eerrioe oa 4Mb ...a -rUoaU• et 

~h are nlltrene4 hoa , ... ==h•p *!• is 

....U.Ule for U!porh hoa .... rioa. 

~ore., .,__...u. is U..\ .., •U• 'be 

\alcoa - llbia wolll4 'be laooaeis'-' w1.- .-. ee...., 

u.-. of. eo-& eo .. -•o .,.,. -·oarJ tor tile 

fUture u4 thll with this pvpoM 1a a1D4 ao 1t0rl 1-• 

'be _... _.,, as pan of a ooor41aa\e4 p1oa. nM plea 

,roft4lac for U.. ekUobla& et U•rlalaaUoa as I 

-e&arJ _.., to na-1a1 .- o.-.r ~ 
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,.._.,, 'llo\ll, l a rq oplll1oa U 11 aateJ.r \loa* till 

llr1Uih lho'lll4 4-..4 a4 \be MceoUaee 7iel4 •o a 

ooaUaaUoa of \he 141& of prafe....,ll a• tile IIUW 

lh.\le' .,..._, parUc'lllarl.T a\ a UM IIUa \lla 

OoY-* of upaUaa feel• \loa\ u - oal7 .,_ -. 

1\1 ...,one \o Oraa\ art\ale oa ore4U ....U \lla 

11111\el 1\a\ae otter ue11~. ICorener, U 11 rq 

'lleJ.1el \loa\ W eh01114 SiYI 110 UIW.'MOII r_.u.c • 

epeo1tio help uUl "' u ... aeUetao\orll.T 'llroQ&Ia* to 

a "'*1-\ with Mpa\laa- Oraa\ Jrt\ale till 

queUu ot 41aorlll1aaUoa, elaol ue11\aaoe le o\lllr 

o1ro..-•• woal4 'lie navel u o_..-l•lec till 

prllo1plM of nr tn4e pollq .au \101\l.T 

epproYlac a o:r•- \hat o'lla\niOh ~1'111 8D4 fl.a-

aaolel Nl&Uolll of a 101184 unre. 

~··· -cr•••' vitla \loa .... e\a\-H Me • 
'lieu .,...reoee4 '117 111'. Plereoa. 'IIIIo arr1Ye4 hare to'q. 
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I ... oalled to ,....r o.ttioe at lDalO a.a. ~. Septabar », 
wbere P'ole7 mel llel'Nf'1tl& ..,.. p.....,t;. TOOl .ureot.d a to V,. to 

oonclwla tiM lllgrudc' utter that dq U poeaible. llll.aa Ch..,OIIr 

bad 1o ,.... poe~ ... a __.... 1lh1d> "'" .ureot.d tllat - -

cd retum to the 'llb.ita llallH. lQJ..,. cd HalTerinc ret.....-1 to IQ' 

otri~ with • and after - diacuaaiOD RelTeriJIC oalled ap 

llap'wler, Collactor ot lntemal Reorenue at Baltiloore. lllgzuder bt• 

ot tb• eLtort to cliaplaca bill in !aYOr ot 11:1111.oa Gorcl1 1 a tonoer 

State eo.ptrollar md canclidate tor Oo.,.mor. He said be had an 

«Ppoin~t to ... a close trillld at the State ~t that attar­

noon aDd ~ c1rq> 1o to ... llr. llelTerinc on b1a arrtnl in t...,. 
•• bad a&reed that the onl;r altamatiYe poei Uon that COOlld be 

ottarecl Col.laetor ~ 1o the THUGr7 De!Al-t wu tbe ~ 

.., the rroc.ea1nc 11u: Board of a.rl•, wbich pay~~ 17~. tbe-

aa tiM ealar7 ot Collector. I wrote 7011 a note atet1nc llllcNdall' 

-.J.d not be ahle to gin ua b1a d•aion ~mtU be bed talked 111tb 

h1a triw in tbe State ])epartlaant and ;you telaarafbed tbat into­

UCD to General 11ateCD at Jlllugblceepeia. 

At )a)O Cl'q llelnrinc p~ed • to UT that Jlaii'Ud.r wu in 

b1a o.ttioe 1114 woW4 J.11r» to - ower aDd ... •• wbiob be c114. 

I 

Regraded Uclassified



1111 Mid, II uw, ~ lt.- ld8 -IS.II ii4 t• 2 J p, • .. old 

b8Dd 111 pollU., t.lat. - lila to .Nt.ln • that. ~ -
appoint b1a 81IOOIIIMII'1 111 OCIII.II.AieraUCD tOI' *lob 'l)d1age -.J4-

out tar U. ,._idea\, -u DOt do the lftelMDt ezq &ood 111 

II&J7land blat OD tba 00Diz'ar7 -u 1.Djvw Ida. 1111 Mid 1t. -.J4 be 

~ obrloaa to .... ,~ tllat OD the cae beod ba bed bee -

r1t1oed to p1D ~·,~ort md ca tba otbezo that TT<Uac• W 

sold out tor patnmqe. 1111 ea1d th1e -.l4 cU.ocuet the -rten 

both ot the Pl'eaid8Dt lnd ot 1'yi:Unae 2 He bed ., ll'poin- at. 

4•30 w1th hie fl'lend at. the State Depal'tlll«&t (who 1e -tecllT 

S\11111\er Wellee, although b1a name waa at no tilu mentioned in our 

con•ereat1ca) llld -creed to call • att.er b1a interrlew. Be called 

•• at StlO to aq ·~ t11at. be -.14 not be able to g1Ye ..,. b1a 

c1eo1a1ca ... tu llorldq 2 I 'll1red th1e l.ntorutian to Oceral. 'Ira teem 

llld .. .,..ted 1t. to ,..,... 

*'2 118gNda' call*' - up trcal a.ltlaoJ'8 w.a .. mini 

(llallclq, lepta.ber 23) at 9•43 ODd can • th1e br1et -·· "' 

ba•• cottc word theta certain penca bed bee 111riDfomed. y.,.. 

.... to toraet 1t.• I told b1a that I hed euppoaed the d..U7 mtU 

t.od.q _. to .uc. u- tar --m>il oatioll and told b1a I was pl.eaaed 

at the ouw-. 
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I ... o.u.l \e JCIIlr om.. a\ 1011.0 a.a. ~ • .., •• ...,. :10, 

.._.. N.q ...s llel...-:\Dc ... ,._,, r ... cl1rM\ed ,. -. U7 to 

ccmclp ... .,. llliiP" •r - - \1>4 dolr U ,_e1bla. III.M <> -11111" 

.,c1 JWturD to \be 111>1\e lklu.M. hl.,. .. c1 !lel•ennc retllmM w IV' 

o!ti.oe with • .. d after - dU-•• 1• BalYOII'Sna ..u.t ,. 

JlaCJUd•, Qel.lectc ~ 111~ ....,. e\ DaUiMre. ~ -

o! tbe e!/ 01'1. \e d'-PJ.aoe h1a in ta.,.. of 'IUllM Clord;J, a r­

S\a\e ~J'Ollu ...S o&J>d1d&t.e tw OoYer:>or. a. aa1d he bed a 

II'P"iDYm\ \e •• a ~ tried a \ the Stat& ~t l.ba\ a!.__ 

.- IUid -w.c1 drop 1n to - 11r. HelYerina .., hie arrbel in -· 

.. bo4 opwec1 \bat. \be ~ aU.erDa\iYe poaiUcD \bat ..W be 

o!! awl c:ou.ctar 111ezw1er 1n tile TraU1a7 ~-the -=v 

011 the pzoondn~: tax lloarcl ot ....-uw, 11111ob P"7" f15001 tile -

• \be aa1arJ o! Coll.ct.or. I 1ft'OM TfN a D- a\a\JAc ..,.... 

~no\ be ~ to p ya aa ha d eo1a1m aaW be b..s \elloell wlUl 

Ilia trUnci in tbe S\a\a ~ .,d,.... telep'lllf>ed t.bel. 1at-

A\ ) l)O OIQ' J!elyar1Dc pbGDe4 M \e ~ thA Jlli;rOdar - in 

Ilia ottioe .,d culd l1lao to - <tnr ...S - •• wbioh be c!U· 

Regraded Uclassified



.................... ._azsu•--• 
................ .._ .......... f(l ..... 

..... ,____ J 7 ,_ ..... 

...... ..,ts'sa .. .., .... ...._._,, 2 .... 

co 7 7.. .. ...... , ....... _ 
- .... I ?? ?t .......... I U 7 ._ .... . 

7 :· ...... .... ................ '-

$74 ll ..... , , ..... _ .......... .... 

a • •• .. •=ntt~ .... ton a •• ....... -
....... aaewa~~-...ra , .. sa 7w 

.. ., .............. a ..... 2$ ez 7. 
7 • 

... 1115s ...... .,;;a ' t .. 7 a...... 17' 
....,"'"• :· c .... ____ .._ , a•-

a a.) • o I • till elftlr 7llls •. llll&lllsslo ........ ,,,, ..................... ... 
I ag .tAP aS• I ........ , ,,.. ..._ 

-·· $ ,, ... .... -.z tr531W••-Mtl . ... _ .... 

02 a a. ... a ., .... --. t2iiS...., • 
._. ..... _. .. aw71 ,_._.._ ae I .. 

__ ._...._. lt6&*_.1,.. as a .. ..., ... 

.... - .. ~-- ...... . s - a• a 

... • .... ---· 2 a---~ 
d? 7 ., I 

Regraded Uclassified



• ... 
M.l. ll., W.ll. 
lpecial Jk111eUa lo . 15 
hpt•'ber 23 , 1940. 

Yhh 4o-a\ 1o 'bei.Dc &inn an "''J'fOft4 411\rllluUoa, 
ad. ao .u.!Uol>&l copiea are 6ftllab1e in the IUlltuy I..­
hllipue DlYhion, Ih repro4w:Uon lJl 'libel• or ill poor\ 
la oUbJec\ t o \he proYiaiona ot 1a\\ar ~. JOn~r 15, 
1931, JD !liO,Oii (ll-1-19) 11-ll-lt, 1Diuea1neUon of IUUtuy 
Iato,...Uoa 1>7 \he ltlll\uy 1Jl\ell1c-aca DlYlaion aD4 l>J 
.. clpi&D\a of II. I . D. lato,...tlon1

, 

Yhe information contained in tb1o llu11otin wao turn1obe4 
b)' official A.erican oourcao. 

comprs 

I. 5I OOLIWl g()II!IOI' 07 'r9 I!AI)IIIO'l' Lllll 
~ !fill GUD&J· S'ti&DGIC.t.L SITUA!IO'I 
JUII 15, 19aD. 

I 1. 5I GIIBWI PW. 

III. 51~. JUII 15-16, 1940. 

n. OOIIiCift. 

1m 
'two up1anetoi'J' up• nre atteched . 

• • • • 

- 1-
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......, .. 
1. !BI COUWl IIOfiOI OP !Ill IUDUO! LID AID !BI GWD I!· 

ftl.lfiGl OAL ll'lll.tlrl OI, .nJIII 16, 1M>. 

!» 0.l'llall lblu CI'OIIl JI« Oil 116\b llUI of Jrollaob 011 
J\1111 ltl, lNO, &114 the IUblo'l'*'t poiiMr aUoD of the Jllcbot l.lu 
111 .Uouo b7 t he 0......, Sne11th An1.J, conoUt•too 0111 of t he 1101t 
wine t.ll4 l11teroot1nc t &cU cal operaUo111 of tho 0.1'11&11 Woo\ of ­
foDolTo of l NO. 

The J're11ob 11&c1110t Llu vu r.-oute4, prior to thil oUon­
o1Yo, to bo tho otronceet fort1t1e4 Uno of tho vorl4, Tho Col.Jiar 
tectlon, boveyer, vaa by no •aa• ita etro~et portion, at leut 
1nooft.r •• oho of forti an4 a'llltbor of ])Hlllo:ao vore co~orne4, 
Or1t.t rol1t.11eo he4 bo111 placed b7 the hooch Oo10oral Staff oa the 
uJor obotaclo vb1ch the lb1no llbor affor4e4, !bo lb1u h hora 
a trW¥ foraidablo obotael-betvoe" 200 u4 300 ,.....,_, Y14o Yitb 
a OW"riiOt which TArioo botvoc oix u4 oipt ano", por hour: With 
tbil llltW'al obotaelo l10terpooinc 1holf bohooo haneo u4 Oer.aQ7, 
ao nch fortreae line wa.s thought neceaa&r7 ln Alaaee •• vaa con­
otructod farther 11ort h 1a tho Mooollo and Saar tro10tler oeetiono, 

'l'be Oorun attack 011 tho Oolllar ucUoo of the *&1aot 
L1no wae l aunched at a t 11te whe10 tbo 111l1tary otrooctb or haiOco 
wao no loacor intact . Tho :trench l.rrft1 bad alroad¥ oufforod oovoro 
detoato along tbo Meueo, ln l'landero, and boforo Parll. 'l'be 
l'ronch d1Yh1ono 1a .Uaace bad boon otrlpped to a a1n1llWil to 
proTide rooor...oo for Gonarol Woygan41 o araloo, ~bleb wore fight­
inc Yith tho1r b&cko to the wall along tho 8oJDJH and .lhno ll1nro. 

Whether the Go,..,• onr would heTI ooloctod tho Coau 
oocUon for &II attoelc if tho l"ronch araloo hod boon ao otrong 1a 
.lloaco 1a Juno ao they he4 bean in .lpr11 - voll bo doubted. 
Snortholaoo, tho P'ro10ob .lrr>:r ln .lloaeo wao otUl foraldablo 1n 
tbe aiddlo of JW>e, at looot DUMricallJ. 'l'be fortrou troopo 
of tho llac1not ldno ba4 not boon drawn 010 ~ rolnforeo Vqgand. 
.l fair ~Naber of aet1TO d1Y111ono aho raaainad 110 .Uo...-.Lor­
raliOo r ,...,_. to rolnforea tho fortrooo Wlito obeuld tbe:r bo at­
tackad. BovoTOr, tho ..,rale of tho l"roach al'll1oo wao, b:r J...,. 
15, ,. loncer oathfaetor:r. Par11 b.ol falltll to tho Goraano on 
tho J)rtT1ouo 411, .,d su.ch a cataetropho c..,...t bnt heYo loft an 
1oapr1nt on J'rench oopr1t. SubOO<!Ullnt oYenh proYod that tho 
.,ralo of tho tor trooo troopo hod boon w>.denoiiOOd by 101101 ao10tho 
of war 1Mct hlty, Ao a l'ronch ccaaandor of oiOO of tho Maclnot 
forte oa1d after tba armistice, •wo fortreoo t roop• ne••r tra110od 
tbroucJlout the Y110tor, lfo bod loot tba fool1JO& of being soldloro 
and hod beooao aoro mecbf,ll1co, Offoi011Ye op1rlt &nd oklll bad 
totally ... .,1ohod, Wo were pr1oonaro of our forte.' 'l!h11 otat o­
aoiOt of a l'ranch officer appaare, 110 dow of tho eYODh about to 
bo doocr1bod, ao a corract ootlaoto cf the 110rale of h11 t roopo. 
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It uplaino the overvhelm1Df: and repid aw:ceao of tho German Se.enth 
.lrllf in br oaldac thro1.1gb, in two da1•, what "'' reputod to be t ho 
atronsoot for~reaa line in the vorld , 

'rho Ma&inot Line to the oaot of Colmer vaa , in oYory 
eenao of tho word, a 1 11ned rather tb4n a sono . Tho permanent 
works extondod back from tho river lino to a depth of not more 
than 10 , 000 yorda, whoroaa t ho depth of the fortified •one on tho 
Germon tide of tho river varied between 25 ,000 and 30,000 ynrdo . 
Tho Maginot fortifications wero i n threo linea . Tho torverd, or 
outpoot, line l ay directly on the river bonk and conaiatod of a 
etring of concrete p lllboxua apaeod at ln~ervala or from 200 to 
600 yard a. All pillboxoo were locat ed within 100 yarch of t he 
r1vor. These poe! tiona bed been selected to clve the pillb~xea 
both a field of observation tnd fire t o the front and flanks. 
Rearward Cl.e!'onao bAd not alveya been prorlded. 'these fort units 
covered t he IUUne !Uver vith a eontlauoua bud of fire and vere 
wtuall.y aup!)ortlag. Every iaYOrable rh·er croaatcc vas cove.red 
by tho fire of two or mo"e pillboxeo. Between the pillboxes wore 
locat ed aroor ed cupolas which had no armeEont but which ctrongth­
onnd the chain of observation aloac tho river . 'rho tollowillf: 
ckotch ahowo tho pl.., of a typical Fre.nch bunker of thia river 
line . 

Th~ s teel cupola waa about 8 foot hi~ and 6 feet in 
d1twotor anU ...,ao eat i n concrete . The thicknooo of tho ate&l 
variod tro= 2 incheo at tho botto~ to 12 incheo on tho axpoaed 
uppor portion. Tho cupol~ ~d tour fir!ea port a . The concreto 
wao honvily reinforced and about 4 foot thick. The nor~l ar~­
=ent cono!otod of oachi.ne guno , but an Antitank gun could be 
uaed to replace the~ ver: quic~ly by meant of an overhead trolley. 

The pillboxes ~4 a weak join~ between CU90la and con­
crete. A::le.~tca.n observer s vho inl])oc~ed. exo::plea of this t)"'pe 
or fortification &aid it appeared inferior In leyo·>t end conotruc­
tion to cocparable Ge~~ works. In particular . the exposed ver­
tic al face of the pillbo:ee toward the rl••r of fered an excellent 
tarpt for tho Ge= artillery. 

In front of thic river l!no of p!llboxea banda of wire 
ontangle=ent extended tcvard tho river bank, but nevar into the 
vater A cert ain amount of free 1poce lay between the actual 
rivo; bal\1: and tho forward edge o! the ontaJ\I;lo:nento . Thh was 
a mietoke sa was l at er proved in the couree o! tho German attack, 
a!nce !t enabled t he Gere~nne ctuickly to (l&in a foot hol d on the 
trench o!do of tho river. Icproviood and crude land minoa alao 
had boon laid within the aroa of wire entonglo~onta , Tho French 
garr1ton . hovever , forgot to pull the aa!oty pine of the mince, 
oo that thoae failed to explode ..men the attack clll'O. 
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no. '""cb oecoad pillbox llno ren par~lol to the rinr 
d.efonooo about ho to tllreo aU eo weot of the r her. rue 11Da 
oourod tbo tOW of lrn-llrehach. !be third and f~ uteaoo 
poo1Uon lq on bi&b grouad to the weot of the Rbine-Rbone Caul. 
!rho pillboxoo of all throe Unoo were YOl7 o1a1lar. !rhe;y prortdod 
sood oboorYotion and fielda of tiro for the sarrioon. Thoro were, 
howeYtr, no larp forte in th1a aeotion, euch ae wo are aecuato•4 
t o aooooiat o vltb tho idea of tho Maginot Line. 

!be sarrieon of this forward river line vat not otron« 
and tho l'roncb bod provided no unita for loc~ counterattack. s.;.,.,_ 
where ln tte r ear areaa , and to the w at ot Col.aar. waa t he lreuch 
VI I Corpo as a 6"neral reaervo for tba l'roncb tort1tlod Uno in 
.Uoaco. !l'bio corpo, bovner • ...,. into 1 ct1on. onl7 vbon penetra­
U oo of tho !CaeiU>t Line blo4 been COIIJ)lotod alld tho G61'!118n troopo 
bod adYencod • o ' ' " footbilh of t ho Vooce• Mountain•. \'be Rhino 
rnnt ~n A_• .. oc ' • within tho aoctlon of t ho h ooch l'irtt J.:roq. 
Ita co~ac~~~· , ~~ June 15, ia believed to bavo been General Barnet. 

II . Til! GEPJUJI l'LA!i 

By Juno 9 the advance of t ho Gorman right vins armieo 
toward Rouor. un tha lower Seine and Parle had achieved aueh lm­
porto.nt t.ort l<-1\l auceesaea th6.t a sit uat ion had been created ~r­
m!.tt tnr '-'h. L .. n:\!'\ •:lg of the aain Germa.n 'blov, loD£ pl~nned for 
t t(' C!l , ... JP"'~" -Jtl• f't<l Area. French reeone• had already been vu.cked 
wect tt.,tt.. ) r~ i t' i ~lieved that eevon divhiooa of the Alaace­
Lorraine vt ~:nu ~J~o . on June 10, en routo to re1ntorce the threat­
ened !ror.c:!l ._.,!"t w: :\g and center. Thl& transfer qtur&ll¥ weakened 
tho French right wins in Ala.,ce and Lorraine. 

~be zain Geraan blow voo to bo dol iYorod b7 "AraJ Croup A" 
conoiotiD« ~r the Second, Twelfth, and Sixtoont h Armiea. the center 
&raJ r.roup <.! the Ger""" aralea of tho Yoot . This tJr<f1 qoup. uDder 
tho co:mand of General- Colonel von Runotodt, attacked at dawn June 9 . 
Alter 1>reakl"'l thro\lih tho l'rencb ron~ard poa1tiona aloll8 tho .Uona , 
tho ~ pl&Mod to pureuo the French ar·1ieo with ar1110rod and :>otor­
hod foreeo ao far ao tho SV1eo frontier and cut off t ho right wins 
of the l'ronch are~ioe beldlns .Uaace-Lerraino. 

Tbio German attack wao highly auccooatul. After hard 
fighting--in the Oer~ opinion tho hardoot of tho war-- a clear­
cut penetration wae achieved on June 10 in tho aoutb of the tovo 
of Chateau Porcien on the Ahno , and b;y Juno 12 arzored unlte 
proaoing through tbe gap bad r oached C~ona-Sur Marne. Orgnni•ed 
French reaiotanco in front of thooa armored unite vaniohod qui ckly. 
!rho XIX Corp• (.&.ra:ored) of General Guderian and the XXII Corp• 
(ArODOrod) of O.noral Baron von n o1at bot;an their headlons daeb 
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oou\hvar4, vhlch vas fia.alq. \o r oach \ha Moo frontier &\ 
Ponta.rlter on June 17. !hie coYell6nt, •• u. proueaaed aouth~rd 
acrooo tho rear o! tho llagi.not Line, vao b0111ld to present 4&J>&er 
to the encircling force unleoo t ho throe French armi es in Aloace­
Lorraino could be pinned down trontall7. Pront al proaeure agalnat 
tho KaJinot Line oemoed to tho Germono nocoooorr if tho oneirel tng 
force were t o carry out 11a m1aa1on wecoaatull:.•. Renee , 1n ac­
o?rdnnco with German offenoivo cuotom, it wao decided to attempt 
to brook through the ~inot defenaee at eoloetod points ond there­
by proTont tho French field foreoa fro~ throwins t heir woisht 
againot the encirclins force• who wore threatening their rear. 

These planned penetrat ion• of the Maginot Line \rere not 
haphazard affaire conceived on tho apur o! tho moMnt . PrO?ara­
tioll had been begun aa early ae l:ovambor. 19:39.. Ex:tenaive recon­
nti u anco, air &!ld ground, had :;>icltod ou\ walt J)Olnta in tho 
Kacinot Llr.e which aee~d to o!!er t•vorablo proeyecta of aucceaa . 

:::,:::•~1:::ed!!n:!!~h8:~·~~~~~k!~:~!:.:!r:!~A:!l!h:n~n 
Saa.rge:rund, a.nl!. another in the lieu-Breleach •ectlon of the .U­
aetien-Rbtne front, e little northe&at nt Colmar. 

The eastern ~ortie~ ot tbo Ger~n Veat Front, ttat 
fronting the ~:Sginot Line, woo bold b7 "lo:rl1l"J GroUP C" under the 
co~ani of Goneral Bitter von Leob. It e~n•iatod ot two armiea: 
the Firat Ar~. co~ded by Ganorelcborat von Wit:loben, and 
the Sovent!l Armr, commrnded by Oono•·gl Dollmc.n. The :?irot Ar~ 
waa noeignod to carry out tho Soarbrucken ottock, while the 
Sovonth wee to carr; out the attack toword Colmar , the operation 
being conoidered in this etudy. 

The Seventh Ar~ compriced betvoen ten and tvelve divi­
olono and hold that uortion of tho Rhloo front o.tondins troa 
Straat bur& to F'reib'IU-g. It vee co::rooaed ot three corps, the r::I.V 
to n.e no~th, and the XXVII In tho coAtlr, and the XXIII Corpo 
t o tho oouth. The latter two corp• were aooisned the initial 
tae~ ot forcing Rhine croasiQGI ond otora1nc tho Mo&i~ot Line. 

The XXVII Corp• we a co=ondod by Llcut. General von ZorA, 
It co~rioed two division• which havo boon l deotified: t~~ 2l8th 
undor MaJor Generel ~· Creh, and the 22llt under ~Jor Oenoral 
TOn Ptlusbeil. There wno probably an unidooti!iod Qivision in 
corpe reserve. 

These two divisions were to attack obreaet , the 218tb 
on tho north flank of the corpe on both oidoo of Saeba~h in !he 
direction of the Aloatien villas• of M•rkoloholm, tho . 21ot 

0 

terce e croaaing at Burl"..heiiD, and thence to nttnolt aouthYestYard 

R:&STRI Q'!'l!) 
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toward Colmar. 

TbAI XDII Cot'Jl•, to tho lett of tbAI XXVli , vat oloo t o 
attack, forcing a eroaoing at the German town of Broiaacb and 
thenco driving aouthwaot wnrd toward Oobwoilor. Whether tho XXV 
Cot'Jlt alao participated in tho action it not known . 

Tho entire nrmy eoneiat ed of unita tor~ed aince the 
outbreak of war and claaai!iod no Landwehr. The diviaiont of 
t ha XXVII C'ot'Jl• had boon recruited io Hoolion dia~ricto of tha 
lX C'ct'Jlt Area. 

!he l"eel terrain favored tbe Ger=an at.tack. !ha Al­
aet1an tide of the stroa:o va• nat all4 larcol-7 without cover. TbAI 
Ger::aen aide ve.a h1lll' end wooded. ~et'ID aUee to the northeaat of 
!reteach roae a wooded hill 0.11, know AI the Wcerettlhl, to en 
olna:ion of aoco HOO feet obon t ho rher. Spu.r1 400 foot hlp 
extended directly to the river. ~~1• laieeretuhl hill ~·• cave 
t-ho O.raan• not only euperb obeerYat len O'Yir the Kaginot Line, but 
excellent cover to r tbe case of artillery vhlch bad been drawn to­
gether to oupport the attack. 

Another advantageoua terrain toetW'e for t he Oer;:nana wae 
the nuzeroua breneh channels on tho1r eldo of thoBhino. Theee tur­
nlehod tho att ackers ae!o covor behind vhi ch thoy could aeaemole 
in odvonco t~e1r ~onton equipcent w1t~~ut 4cAcor or eucb ~terlal 
bolng observed by thO Franca . 

Tbe lniti&l tacticol preble~ tacinc the Seventh ~ 
""'' a difficult one. iot o:Uy muet a awlft. 2()().-yar4 r1ve:r k 
croe1ed, but the French pe~ent tort1!1cat1one on the veat 
boDk had to be destroyed or neutralized before br !4&ing opor..­
tiont could be begun. 

Speed in croaa1c.& the Rhine vaa neceaeary !or tbd- lad­
Inc oleun~t . Old- tyye ponton1 ond Geraoo rubbor rafh t'JlPOerecl 
to lack the cpeeci wbi~h the Gereana ftl t vaa nacaela.T)" 1! .-u.c:h • 
darlnt enterprise wore t o eucceod. To copo with tbil lack• lbe 
Germne bad developed a tne of •ector aeeault bo~t •. probablj 
with Juat ouch a Rhine crot1lng In mind. 

Tho Gor~nn ~otoricec! a11oult bo•t i1 modo of p17Voocl. 
It l o deeper ond aomcwhot larser one! hoa•ltr than tho Aoerlc.a 
atonult boot . Tho latter, cleoi6QOd for pr~ultion b7 DOn~wer, 
11 flnt bottomed whereat tbe German boat. 4aa1~e4 for proyula1on 
by motor, hat a rounded. keeled h,lll . fie C'll>IC1~7 or ::be Ge.:"''lan 
boat ie about 12 men vith orct. ond equl~atut. f ba aotor II o! 
the outboord t ype . I\ hal 4 qllndoro and probebl7 dl'vtlop! at 
ltolt 40 b.p. Tbe pr opeller It aouoted at Ito end of a &hoJt 
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l!>ou\ II fee.l lo111. 'l'be •Ure .. tor b hl!ICM .,..r t be reer CIID­
vbale ot \be 'boat • IT Mnlpulatloo of t ho! .. \or the propeller 1• 
Pp\ tree of \be botto•, an4 \ boo 'boat h at .. re4. 'l'be .... s.­
por\aa\ obarao\arhtlc of tbe 'boat, of .,.,vae, 11 lh cr-t opee4, 
'l'bllo, U 11 ill4icatod that the t\80 raqv.il'e4 for a pu•• acro11 
the lhiu at :Brabach vaa o~ about 25 aeooll4a. 

The other epeclal proble• eontronunc the Sonntb Ar11f 
val tho n.utrelllatlon of tbe french p lllboxea alone tbe Rhino. 
lluri"C the 'World 'liar both oldoo had IOUCilt to rodUCO pO!'llai>Oilt 
fortificat ion b7 h1£b-angle f lro !!'o• bovltsoro of larce calibre. 
Tbh procedure had IOIDOU.,.o boon ouceoutul, but q_ulto u often 
had tailed, la the poot-var period \be acleo.ee of tcrtltieeUoa 
bad 4nelopod aloa.t; a couroe vhich aade forte all but tapre;:;aablo 
to hic)>-aa.t;la tire, 'World Var practice, tbero!ore, no lo..,...r vae 
pr aoUceble for the Seventh An!;r; hao.ea, e..,. other p!'Oee4ure had 
to be fouo.d for reducing torte and plllbcxee. !hie vae bolt ... ed 
to ha .. beao diaco ... rod in tho dtroct fire of the .. darn anU­
eiroraft sun at abort range•, and, to a leuor extent, tn the ol»­
llar tlro ot aoHtank guno, b~th oupplo,..ntod b7 the cloo .. tn 
eparetlona of tho aeoault lng1neoro. 'l'he high YOlnett:r eD4 ee­
oura07 of both of theao veaJ)Onl permitted tiro to be directed at 
the ar110red oupoleo and o~:~brnaureo of tho forte . l'urthor:ooro, 
tho penetrating and explooivo effect of t ho apoeial ohollo which 
Oel'DIU\7 appoare to have d$voloped prior t o tho <utbroalc of hoa­
tllitloa bod alroadf proven very offoctlvo at Ltoce and Sedan. 
Altocotbar, thle apechl4' developed tocho1Cllll tor reducing !ortl­
tloatlona eaaoura«oi!. t!le Ge1'04n high comnond to beHove that oo 
l one •• a fortreu line vao not btld by a field &riOJ ciJ)ablo of 
eountora\taclt H could be apoedily r oducod. 

!ba exact Gorman plan of attack for tho 3ro1aacb-ColD&r 
rher c!'Ooetas 1a not tnovnin dota1l at tbh tillo. A:oerican 
o~u"ora howeYor bad oppertun1t7 to inopoct tho torroin oo» 
tbroo veeko after tba operation ~Dd to l1aten to lectures bold 
oo tbe grOIIAA bJ Oe~ offleoro woo had pertloipatod 1n tho 
t1cb.t1J~«. !he I.Jopreaoiona gained b7 our oft1cero, tocether vlth 
Ooraan atat ... ato, per.it a fairl7 accurate, though necoooar117 
ioeo~late account or tba oporatlona . 

I t obould be .-phaoloed that tble Alo~co attack did not 
roaaabla •h• action• iJ> northern J'ranoo and nandoro vltb !'Oopect 
to tho proalnent r ole pla7ed by t ho air fo:oo and mochanh~d ~to, 
'l'bo Rhine crolllnc of June 15 boe.l'l 110re roaomblanco t o a or 
liar batHe t hr_n 1t doe• to tba baUlll in 11&7 and J';"e ~\!:1~.: 
and northern J'raoce. 'l'ba Intantry-ArUllory \0 ... P a7e 

0 1940 
lllportant !'Olo 1n .Uaaco ao on tbo So- 11' !91~!:~~ 0~11tri-' 
howanr , t wo turt hor braneha• or tho anr:t ,.. e .Az>Uoireratt 
buU ona t o tbe GerD&n otrort-tbol Jo«1neoro and tho 
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.lrlillol')'. n. rol e pl.QM b7 \be Jaci,...n, or, ao \be o.r­
cell thea, the "PloMoro, 1 4eoonoo opeciol Mntion. 

!Uocont c.-.palgno have d ... notrsted u .. and tiM apiD 
the Oerlll&ll conception of tha llllf:inoor l The Pionooro are \be pr.\1•­
blasoro who, workin« in tho Yory van and in inti .. to coor di nation 
with Artillery and Infantry, OYoroomo obot acloo of all doacript i ono, 
Tho IIUCCOII of tho entire operation cq vfry well depend upcn t ho 
1\ICCIII of thlo obate.clo-cloaraaco work of tho Enctnoor. In Oer­
aan doctrine tho pontona and oxpl•oivoo of tho ZD«inoor e.ro toola 

323 

of tho combat team, in tho """'" aanoo ao e.ro t ho gun a ot tho .Artil- • 
lor)' batto.ry . Tho hginoer hiaaal1 1o a tull-tlo<lcod c8lllbor of the 
to.,.. 

'1'ho cron!D« e.t Brohach and tho oub .. quent ootabllallllont 
ot tho bricl;:obeed there e.ttordo e.o oepocial}¥ &O~d twlll!'l• of tho 
hicJl hoport..nco of ~""""" in tho ooabAt tea:o. During tho u­
oauH u~ning tho :EngiDeero clid .. ra than torr)' tho Itttentry to 
tho flU' bank. 'l'he firot of tho aeo•ult boato appear to han boe.o 
loaded vi th J:ocinoero vhooo mioaion voo to anault end ooeplot o 
tho reduction of tho fortificationo alon« tho ono~~Y bank. Thio 
example of the J:ocinoor'o place in tho combat team io oepecial!y 
good bocauao tho obotaclee concerned were eepeciall¥ formidable: 
a river 200 ye.rda vide, backed up by a lino of pormenent fortifi­
catione. 

1t 1a al•o knovn that a omoll nucbor of diYo booibora 
tupp?rtod t be e.rmy In \hia operation. A fov bomb craters wore 
actually o'bc<~·voci. ':Jy our officora in paaoin« through tho Prench 
fortified sono. ~evertholeaa, Goraan officoro clid not atroao 
tbeir rolo; b7 !.mpUcat ion tho7 ~otod that tho vaathor vaa 
ao bod on tho 4«)' 1D queotion that the oricinal plo.n to uao t hea 
on uooo had had t o be e.l>rncloned. 

!:'ho aaoo of Gert>M hoayY e.rtill&r"/ aooe:bled to aupport 
tho Rhino croooing aaoucted to aixt7 aodiu2 and heayY batterioo, 
booi4oo tho nonoal art illery of tba attackinf> clivbiono. Thia 
aeoo of art i llery vao e=Placed in pooit ion in the hill =-•• ot 
Xai oerotubl, fro~ which it could ou;port botb tho crooa1n«• at 
Breioocb and Saabach. 

III. TilE A!rTACl!:-JUll3 1~16, 1940. 

Tbo American ailite.ry obaerYoro inopoot1ng t he battl e­
tlel4 vhitod botb of the pointe at whicb the Bll1u cro,.inga vero 
torctd. lt to vrobabl e, hovevor, that otill otber crooainga t o 
tho north ot Sa-_ bach were torced. Tho Get'111M !root of e.t tack vu 
opproldaately 17 ailoo vide. !rhroo div1o1ono and one extra Inf_. 
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.t. bleb 0....... otnoer ll84e , ... 1Dllow1ac atat ... eot with 
r eprd t o tile 1101t aoutharl7 crouil>& at :Bra 1aachl 

'The BhiDe at tbh poillt wu oroued bJ' 001 ID.tan­
tr,y regL>ent an4 one Pioneer rectm.nt, oupported b7 anti­
tank ned antiaircraft cuna eeplo7inc direct fire ecainat 
J'rench bunker• on an4 near the r1 ... r blllll<. 

, •ve lllplo71d oixt7 batter1ao of heP)' artUle'7 to 
protect the Breiaacb crooo1nc. !beoe battariao were loco­
tad i n the Ticin1t7 of laioerotuhl. 

'The 1n1tiel croeo1nc a~ Bre1ueh wu ,..de with speed 
b,at o (Bl1tsboote) an4 intl•t•~ boato (Schleuchboote) in the 
face of 11181113' fire an4 acroao tht otroJib Bhine currsnt of 
about 6 to 8 111lea per hour. J. t:>ell bridgehead wao eatal>­
liobed, and construction on the pont on bridge wao otarted 
at once b7 the Pionoora. !:!be !'roncb tlrtiller,y fire wao eo 
accurate , howe•or, that the ponton brldae could not be co,... 
plated until Juno 18, three de,ye at tor the attack Juiaped oft. 1 

It ap,eara that the wether ccntt1tutod an illportent con­
tributoey factor in the ouceeoo of tho opernUon. The night preced­
ing the croeeing vaa dark an4 ate~. 'rhia llade 1t poaaible for 
ort11ler7 to be &:~plececi, and ponton ~uipace to be uaesbled in 
forw.rd area a wi t~ut detection b7 the J'roncb. Tba a1ot and rain 
on the 110rn1:>« of the attack no doubt contributed to the J'rencb 
failure t o detect the asaeabled equ1J>ac- a.nd helped the Gerane.to 
at tain co8plete aurpriaa. 

Tba A.oerican obaervero aloo bad tba opport11111t7 to inopect 
at clooe range 001 of tl:a hencb pUlbcxoo on t ba rher b&Dlt oppodto 
Brohach. ~h waa a t7Pical exaepla of tbol pillbox•• prerlouolf daa­
cribod. It had been put out of action by o1xt7 roundo froe~ an ea-. 
ant1a1rcrett batter,y, fired at a rene- of tOO 7ardo, Tb1a bat t e'7 had 
been brought i nto position ciuriac the Dlcht of June 14-15. lire had 
bean opened duriac the last pbaae or t ho I\I'Ulleey preparation, and 
Juot prior to tho croseinc b7 tho leaci1ng •ave of Pioneer troopo in 
aaoault boatt . Direct fire at porthole• and turreto bad beeo eeplo7ed. 
Tbio particuler fortification bad boon COm?letely daetro7ed. 

There vaa eTidence t bat practi<>allf o•er.v oball had bit 
the tarpt . \'be concrete face of the pillbox had been reclucad. to 
cra.,.,l, and it oeemad to our oboernro tht.t the concrete UHd 1n ito 
coaotruction ba4 been of interior quality. 

• 
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1M .IMrlou 11111\_, O'IIMrftH MIO lupefle4 \M krft1a 
at ... ~. • ... • ll1&h Genu otflOU' eta&e&• 

"!ba tour huch pilllloae proteoUIIC \¥ orollliiC '-re 
wre all 4eetro;re4 'b:r till tlre of our ua\Wroran arUlllry, 
Jut a1 at llreilach, we JIOII .. IK blre \M a081lb&e of 'bet­
ter oboeM'ation trom the h1llo on thl O.noan 1141 ot till 
rhu. Tho J'nlnch on thl oppoolte bank were at a l1'aYe 4le­
a4v81lt&ee ln biTinc no el.,.ate4 obiiM'aUon pooto troa cich 
t o obae"e our preparation•. 

'Our lloato were aoeellble4 4ur1nc tho nicbt betwan the 
ba .. of t ho cllff end tho r hn bank. Tho7 were eo wll eoD­
ceale4 t blt tho l'nlnch dicl not dilconr tboa • 

• 1Tho f'irat etcns troopo ao•e4 forvar4 lnto pooiti on at 
10 a,a, June 15, At thio •- bo\11' all of 0\11' artillery 
opened up for 20 mnutea, l-d1ate1T after t hio prepara­
tion, our PioDB•r troop• JIOYed aero•• tlw r1Yer in tbei.r 
epood boato, powred b7 light moton. !ho7 wre covered 
by machine ~ fire from the cliffo abo•• uo, 

' 'rho l'nlnch artillery wao too late in cot tln& otarte4. 
It opened up at 11:30 a.m., 'but by t hat tieo the attack 
had progreued eo far thnt a 16-ton brid«e could be built. 
Our bridcehoad at t hil t!.me wao 3 Jail. deep in tho eno111 
t erri tory, 'rho :!'ranch continued their artillery !ire until 
6100 p.m., but t he7 were not able to brook up tbe movement, 

•:rr..nch bu:nkero were epaeed every 200 ;rardo eloac tho 
bank of till Bhine. One bu:nker wao coeplot1l7 deotro71d in 
ono terrible blast. jpparentlT one ot tho e"J)loohe charco• 
placet 'b;r o\11' Pionearo cau.oed an nploolon in tho l'rench 
-Hion ~. Tho l'nlnch are carelooo ln t he wrq tho7 
baDd.le ~tlon, fhlo uploolon t hrev debria aero•• t he 
rl .. r . 

1fbe llhlne hao a curront of 6 to 8 au .. per bo\11', At 
Saobach 1t 1o 200 7ardo wide. It 11 tha aoot 4lfticult 
river for w ich O.noan Pionoero have had t o prepare , Crooo­
in& tha Bhine in tho face of modern concrete end oteel forti­
fication, auch ao tho Naginot LI..De, wao not oonoidered poo­
olble b7 the l'rench without a lone artillery end eir prepara­
tion and heeyy troop concentrationo. We were thuo able to 
effect a perfect ourprioe bocauoo• 

1.. We attack8d at 10:00 a.•. inotoad of at dawn, 
when the l'rench o>tpect att aelt t o t &b place. 

• 

Regraded Uclassified



..... 
». .. •"eclol4 sa u. rasa. !M •• : t .....,. .. 

nail • at \aak '- M 11114e o:al,T 1a po4 ........ 

c. Oar .nsue.,. .pNparaUoa ,... lbort Ina& SalaaM 
u4 eftaotlft, 

]), "• attacked at laa'beoh vlt ll a rccsant 1utee4 
ot an al'lV· 

"Tile degree of ourprhe 1o Uluet reted 111 the t act t hat 
llla%IJ' of the Froncb prhonero did not ha~o tl!oe to put oD their 
obooo before their lnmkoro were in our helldo. 'lheoe prioouro 
otate4 the7 bad gone becl< to tha1r bwllto for a ll!>rDI.Jlg Da!>o 
teeli.Jlg certai.n thet June 15 vao ,)un another quiet da7 on 
tha tront. 

"Three aclditional !'actoro operated ill our t&n>r: 

.... !be l'rellcb rher 1111o vao not held 111 otre~!>., 
nor bod the !'reDcb pronded troopo for local 
counterattack• . 

B. ~he French borbe4 wire entangle~nte did not 
extend to the vrtor 1 e e~. 'l'bio lollovod our 
landi"6 forcee to ,;aln a quick foothold on the 
FreDoh benk, To bo ettootl <o , tbol6 bor'oed 
vlro ol>at.aclea ehould have o~tended a coDoid­
ercblo dlatanco into tho vate:. 

C. 'l'he eatot:r pine on the French land a1Deo bad 
not beu pulled. 'l'bio wco pro1labl;r due to 
lack of t1ae resu1Uac !'roa tho upidlt7 of 
tho Geraan advance. • 

Later, in e:ual.nla;: t be Franoh forUiicotiou 111 thlo area, 
"-ricun oftlcero o'oae,.....d pUlboxeo obowiac encl.ence that bot h allti­
tallk cuno and n- tbrovero l:a4 beeD ueed in their capture. 

J. Oer_, l:ncineor officer, coiEHnti.Jlg on &:>operation of a 
nature o1.,1lor to tblo ono at Colaor. aado tho followla;: co-nt o on 
Preneh rea1atance& 

0 Solllo of the Frenoh concreto wao excellent, but a 
creat deal of 1 t .... rotten, ohowina craft on tho part of 
the contractor. 

•rronoh eortbworko trequeDt l)' woro ._.,. daacerou t<> 
111, We uual]Jr reduced tbea b7 ortille17 fire, 

-11-
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0 zt ., .. 

.._ 11M lo\e ot -l!-t .,.. .- ...a \Mao 

"tbo :rr-11 a\\~u& ''"' _,_..,....,, !lloir 

,. .. 4 pl ... \ 7 of ...,, 'bot.\ \ 11811' le..S.reblp _. DOt aoo4, 

84 \11811' \1.81ac .. -.... 

11. ~Uoh 41Yh1oa vUh Pol! ell offi~ere lA \blo 

.., .. fo"Cl>t exoepttoDall7 hard, 'bllt l'olhh pr1ooure 

t old uo t b87 wre DO\ o&tlefied with the1r loadarehlp. 

11o1tbor tho Poleo DO~ the l'renoh had 0"7 OJ)ood 

In renotlon. Th1a vaa their principal defect. 

'Some to"Cl>t vall In detonoo but oo~aod UD&blo to 

take the otfenalve. ~he otfena1ve 11 noceaaar;y oven 1A 

dofenae . • 

.t. OeriiC.D cenoral aloo ow!o tho follovlnc co-to vltb 

rncard to t he policy or paaolvo defonoo odopted by t ho g~rr110n of 

tho Ka&inot Llnet 

•.t.oothor cause of failure of tho lfac1not Line vao 

that Ito detendora wore tralnod onl y for tho dofenoivo. 

'l'holr tortroaa troopo had DO t r ainlnc !or •'!:¥thine ..,.. 

copt t ho defenoe of their bi!Jllcero end t hh from tho In­

lido , Bw>loera ~a:mot be defended vlt!10ut counterattack 

t roop • trained in t:\o ot!enetve. l'rcu.ee cona1d.ere4. tbe 

lfacinot Line ant1ra4· dofAntlvo in cho:aoter. J. forti­

fied oone 1o olve,yo for tho nurpyao of aiding the offan­

ahe. l'ranoe ,_bUilod a lug& :>&rt of her forcaa by 

tralni"ll t haso mon onl;r tor aorrico In the llaj;iaot Line. 

Thooe t roopo could never be u .. d offocti voly outoldo of 

tho llat;lnot Line. Our loodaro lalov Uzt theta fortran 

troopa would nner be ecpable of an of~enaivo either 

at;ainot tho Yeot Yell or O«ainat our troopo operoUng lA 

:Bolgiua and honea, 10 they wore ante in taking practically 

all of our troopo out of the Vut Wall for uoe in the 

field arm101. loll of our troopo are trained In tho of!on­

ohe. Dut;r I n tho Voat Vall Ia 1ncldontal, end In DO vq 

require• add1 t1onol or opoolal tra1nln&· Yo found l'ronch 

officoro aDd troop• vbo hod oenod in t118 • - bunkero for 

throe ;roar• l 

1 Jronch bunkera wore conotruct od vlth conoroto 1-l/2 

to 3--l/2 .. t ore t hick. 'l'h07 were built up on thO ourfoco 

of tho ground-DOt ounk , aa Oer1114D bunlalro &Po. '1'he ttenl 

turret• vore 1\0t on top of t.be concrete box--not built i11to 

it o.o are oura-•o.d therefore t hey wore eu1l7 blovn oft. 

!!he l'ronoh did boTe 10:» pod 1~a• for 110tor1, radio, 0114 
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1Y. M!I!IP 

!be Oeraal> IIIWie oroaoiac at lreilaah of l UM 15 11114 16 
eppearo t o ban bellll a w ll pl """ed 11114 lld.lltullT o:ucut ed ope .... 
tion. Bovenr, thio o......,. a\tack Mt tull ouooeoo luc•lT ao t ba 
reeult of the v.Uaninc of t he l'ranch field foroeo 1n .Uoace vhich, 
in turD, vaa due t o diaaatere 1A other theatera of val'. .Alao. the 
lowered 110rale o! the l'ranch tortren troopo in the Br eiaach eeo­
Uon contribut ed to t he oaoe of the O.n~~~~ Yiotcry. l!a4 the l'rllloh 
DOrale been hich at t his tt.o and had the l'rench rooerno in thio 
oecUon ottll been in teet, it 1a doubttul tbet the a....., attack 
vould enr ban been JenncMt!, or that th11 at.tack, it at te:zpted, 
could han been succesofl>l. '!he t1alac of the Br elaach attack vao 
perfect. It vao ll11111che<l at a IIODent vben the attention of the 
French reoerna 1n AJ.sace had been dinrted to the oolu.no of 
Gen~~~~ aeoh~hed un1 to IOOVUc acainot their rear troa the 4.1rec­
tion of llb6iloo and Seden. Unite of fortreoo troopo alone ••-d 
to han been ll&lll>i~>& the Breilach teotion of the ~inot Line. 
l'renoh reeerne CaJ)nblo of lcuncblnc OYtn local counterat t.>eko 
oeem to lul.•e beenlaclrJ.nc. Therefore, thio croeoi~>& wae a con toot 
bet ween a tortroeo l i :1a vit h ito normal garrieon only, and an at- · 
tacldnc ...-.y. 

The opeed and CO"'!>loteneoo of tho GeMI&Il 8\ICCIII ouuoot 
that linet of forte , however etro~~& and ho""ver ...tl j!&!'rioonod, 
cannot b7 tbc!aeel-.ee check the onolnpt of 10n ar117. 1ortreea 
lineo .,,,,..,. to pc18e&o value oul;, 1! held bf tleld forceo capable 
of launchinc both local and ~ural counterl\ttac:CO. \'he Brelaech 
oectton wao, perbape. the wed<Bot oection o! the whole ""&i=t 
Line, J enrthlleu, the reduction of tblo oection forced the 
.....,.Uon of the ney otronc ooctiono farther north. Beuce, i t 
""uld oou that """" a llaginot Line 1o no atro~~&~r t~ ita -
aot link. 

The Ge""""' attack procedure 1o of opecial int oreat, b&­
cauoe tanll:o and ai11>l anea wero not in nidance. :1o tanka vi'atooever 
were uoed, and oul;, a ver;, small number of Qive boabero. 

Tho l nto.ntry--lrtillecy teu otarred "t llrehaoh in 1940 
ao it bad in tha World War. ~hio tea=, hovover, received important 
1\ll)port from tvo other erma , the Jnc1neero and the Antiaircraft 
Artillery, 

The "Jncinlor-Antiaircra."t ''*'"' ..,,.,.. t o have b eoo• 
a opecia11ot for reducing fort1!1cat iono. Thio de••lo~t i o one 
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32S ,.., .. 
of \be ••' lAMNnbc teo\10111 ~U•• et t1a1a a-1111 Vor14 .... 

liM naCIIMI II DiD' ... '117 \1>11 HM a\ J4aca1 ...,., W.., a4 M 

.,..-lou polA• lloac \be W.CUO• ~boo - a -'ala tllllt,...\oa \lid 

ott ... l" .....,..,.. .._ aow l'ftWII4 \be ...-lwl'J li!Ltoh 41f1Uln 

••• •• Miaw.l Ulra z'• •' the Wor14 111t., 

hrbape 'be..,,, d pltl- le .. oa, ho-, li!Ltob w 

..... 1•• troa \1>11 eo\10il le \ 11&\ ...... _, .......... "' , ... , ... _ 

0114 for\NIO \ I'OOpl o Il141M, I f or\N I I llaa -.4 aa .... \ra1Joo4 

tor, &Ad carey!...: out, a 41fenolTo ot ra\oQ preoeat a pqclloloc!OIIl 

•aac• which ..., be coq>eooatod for oDl;y b;y la\oaolTe trala1DC la 

th<l ottau1YI 0114 culthaUoo of thJI of foDOin eplrU, fhio t.he 

J'raaob orrq failed to do, 1\ vo\\ld oe• that IOMthlDC of tile ~ 

elva a t t r lbut eo of ot ee1 and coocrot o of t he Macinot Liao had eo­

\erod botveOD 1924 AD4 1940 lat o the IOUl of the J'reoob .lnv. 
1 

'1'he 

otfaadn will and ep1r1t cooquered at llroleacb and a t Saarbrulooa 

over the art of fort1fioat1oao. It 1o a leoeoa ell anoioo ahould 

talco t o heart. 

• •••• 
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THE ATTACK Or TuE GERMAN 
SEVENTH ARMY AT C oLMAR 

J rJNE l$ - t•, lt40. 

err ..... -
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TO 

,,,,.. 
SubJect: 

TREASURY DEPARTMENT 

INTER.OFFtCE COto4MUN ICATION 

Seoret~Y rge thau 

llr. Haas • 

' The Bueinese Situation, 
Week ending September 21, 194o. 

Conclusions 

332 -
CONFIDENTIAL 

DATI Sept, 23, 194o 

(1) Tbe problem ot capacity 11mltat1ons ia beccal ng ot 
tncr eeeing i mpor tance aa a factor affecting commodi tY pr1oaa. 
Tbe steel industry, tor example, is now operating nearer to 
full cenaoity than 1t was in 1915 when the extensive price 
rlsP beg~n. Leak ot smelting capacity baa already sharply 
lifted ~lno prices. 

(2) The alleviation of tears that Greet Britain might 
•u~fer e n early defeat has brought a noticeable increase in 
Ml!l'JOd lty buying, and baa created a si tuatlon 110re favorable 
for e speoul~tive pr1oe rise. Prices of i nduatriel metsrlala 
heve r1 Ran s teadily during the pest several weeks ; security 
~rices have also i mproved end our "index of conf i dence• baa 
adv~nced t o t he h l ghea t figure sl~ce last Novem~r. 

(3) Ao~ropr1at1one by Congreee l e at week ollocatlng 
'1'0 ,'100 ,1)00 tor housinp; ot draftees ernhaslu the outstand­
ing rol e which the cons t ruction industry will play in the 
~arly nhaaea of the defense program. In addition to this 
suo, lar ge expenditures will be made tor hous ing construction 
at o1lita ry poets and i ndustrial centers, and for shipyard 
·~i other capacity exoansion. 

(~) Buslnees aotlvlty, according to weekly i ndexes, con­
tinues to advance. Tbe New York T1mee index i n t ile week ended 
Seotember 1~ rose 1 . 1 points t o 107.2 , whlle Barron's index 
rose 0. 5 to 111.9. our ne" orders index in that week rose t o 
the second nighest figur e since earlY July. 

- - - - -
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Seoret&r1 Morgenthau - 2 . . . .. .. . . 

The general situation 

Aa the United Stat es armament program geta strongly under 
way, the problem or capacit y limitations and other i nfluences 
affecting the supplies of goods and materials -- and thereby 
affecting commodity prices -- ie becoming of increasing 
importance. 

In the product i on ot raw ateel, f or example , ve are now 
atanding at the a pproximate point where, in t he World War 
period, a great increase in prices began. (See Chart 1. ) By 
the end of 1915 the eteel mills had reached t he pr actical 
11Dit ~f ingot pr oduction_at the then-eX1ating capacity, and 
when tne continuing demana f or steel could not f urther drive 
uo producti on 1t drove up prices i netead. The r ate of steel 
producti on in December 1915 a veraged &7. 2 per cent ot t he 
capacity ca lculated at t he end of that month, and in t he f ol­
loW1n~ year the production r ate averaged about &9 .7 per cent. 
Theee comoare with last week's estimated r a te or 92.9 per cent 
of current capacity . 

While our pr esent steel i ngo t capacity is substantially 
ll\rl"er than in t he World 1iar period -- !11 , 600 ,000 net t ons at 
the end or 1939 versus 51,300,000 at the end of 1915 -- t he 
increase has been made necessary by t he expansi on in our 
domeatlc steel consum'Otion. ~lith steel ingot output already 
close to practical capacity, it would seem that the demand 
tor s t eel pr oduct s cannot be i ncreased much further ~~thout 
uoward preeeure on prices, although tbl a pr eeaure may be poat ­
')Oned tor a u m·e because of a aubetant1al accumulation or 
ateel in recent months by steel mille and ateel consumers . 
The rat ioning of steel t or civilian uses would, of course , 
reduce the s train on pr oductive capacity. 

333 

I n the case or ~inc (and perhaps some ot her essential 
defense mater i als), pr oduction is a lready ao near to pr actical 
capacity t hat further i ncreases in demand se em more likely t o 
ra1ee prices than to i ncrease production . It i s quite possi ble, 
however, that t he demand fer ~inc and other non-ferrous metals 
recently has inoluded eo much f orward buyi ng that it 1s not a 
fair measure of t he demand that may be expected over t he next 
few mon t hs . Of l est week's zinc sales , for example, about 
1~ per cent are es timated t o have been f or delivery after 
December 31. 
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Secretary Morgent hau - 3 

Capacity limitations would, of course, have lees effect 
on oricea it demand increased gr adually, giving time tor 
adJus ting production facilities, than they would i f a specu­
lat ive buying movement should suddenly deolete the available 
sup?llee (as in early 1937). The relative inactivity of 
soecul a tive buying in recent mont hs may be traced to the 
e.f ter-e1'1'ec t s or the misguided •war boom' laet tall, to 
~ressure on pr1oee or basic world commodities resulting from 
the blockade ot Eurooe, and to general apprehension over the 
ooseibility of a Britiah defeat . Aa a consequence, there has 
been li~tle speculative buying, and little or no accuaulation 
of i nventories in r etail channels. Any accumulation of in­
ventories ln i ndustry (as in steel) has been due more largely 
to fear or delivery dit1'iculti88 than to expectat i ons of pric e 
i ncreases . 

In the pas t :!'ev weeks, however, a distinct change ln 
buying tendencies baa been noticeable, apparently initiated 
by increased con.fidenoe that the war v!ll not eoon be ended. 
cuyin~ ot such metale as copper and ~inc bas i ncreased very 
sheroly . Copper sales so tar in Septe~ber have nearly r eached 
the r ecord total of Seotember 1939 (see Chart 2), and all 
indications ooint to this record being exceeded before the 
end or t he month. Zinc sales in t he first two weeks or 
Se9te~ber have i ncr eased to a daily average or 3.~5S tons, 
as co~oared wi t h 1,1S5 t ons per day in the month of Auguet. 
Suyln~ or textile products has alec expanded noticeably. 

Commodi tY nr1oes rising 

The increase 1n buying activity, ss the possibility 
of ~n early British defeat becomes more e~d more remote, 
bas been reflected i n a rising trend or industrial oat er-
1al or 1cea over t he past several weeks. (See Chart 3.) 
Some evidence of the underlying atrength of t he current 
buyin~ movement 1s shown by the substantial rise i n cott on 
?rices last week, deaoite t he surpri singl y large increase 
in t he official cron estimate on September 9. 
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!'he 1101'8 fa'l'oreble trell4 of the D ... fi'Oa mu.pa .11ae abo 

been reflected in aeour1 t:r pricea all4 1n nr •wez ot ooa­

t idence. • Stook prlcea laat ... k gradDall:r reoo....C fi'Oa 

the i r earlier aethack, aad the ~ODe& ItO bonll prioe ill4ez 

baa riaen abo•• ita Ma:r hlgb, reached Juat before ' h• 1D'I'aa1oa 

ot Holland aDd Belg1WI. All 1aoreaaacl ooDt14aace &IIODit ln­

veetora i a ahown b:r a rel .. 1Yel:r greater r1ae in apeaalat1Ye 

bond prices than i n prloea of the eat er higb gra4e boll4a , 

whioh hsa lltted our 1 index of oontld• oe• to a aew high alnca 

last Noveaber. 

The ateel induatrz 

Steal producers are becoming more concerned ove r the poa­

tlbilit:r of a shortage of raw steal, according to the Iron Age, 

particular ly since steel requirements ot the national defense 

program are atlll a long wa:r from their peak. 'l'hoae in the i n­

dus try who are in cloaeat touch with defense requlreaent a, ac­

cordi ng to tbls oublieation, believe that the tull i mpact on 

the steel lnduetr:r aa:r not be felt before the tlra t quarter of 

next :rear, and that not less than two :rears of high activity 

lle ahead, regardleaa of the duration or outcome of the war. 

!he ateel diatriot outout chart (see Chart 4) ahowa 

clearly that production haa. been forced to flatten out in near­

ly all dlatriota because of the approach to the liml ta of capa­

city. Production in the current week 18 scheduled at 92.5 par 

cent ot capacity, a reducti on from laat week's 92.9 rate. 

!rede reports indicate that ateel output in aoaa dlatrlota 

could be increased further by br inging idle Beeaeaer turnaeea 

into production, provided more ooneuaers were willing to t aka 

steel made by the Beaaeaer prooeaa in place of the better­

qual1t:r open-hearth steel. 

In the forefront of new defense activity that will affect 

steel demand i s t he conatruotion of new plants and production 

tacllitiea. Thla activity last week brought a new high for the 

:rear in the Yoluae of inquiries for atruotural steel, aggr egat i ng 

?3, 300 tone ae oo•pared with 33 ,~ tone 1n the previoua week. 

A large demand tor structural steel ia expected in t he near 

future rrom the •arioua construction activltles aaeoclated 

wit h the defense program. That auch conet ruotlon ia alread:r 

etrongly under way 1a indicated by the f act that oonatruotlon 

&Warde for mi l l tar:r housing added near l:r $~,000,000 to laet 

•eek•a tigurea on heaYJ conetruot1on awards, raising the total 

to $120, !09, ooo, the tblrd large at volWle of the :rear. (See 
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seoretarr·xorgentbau·~· s· · · 

chart 5, upper section . ) Structural steal awards (lower 
sect ion or chart) dipped acmewhat last week, but with that 
exception t h11 baTe been runn1ng t or two month• eubatantiallr 
aboVe laat rear' e figures . 

New orders t or ateel laat week i ncreased oonaiderabl7 
in some d1atricts , aooording t o trade report s, following a 
previous lull in demand t or some pr oducts. Our latest report 
rrom the U. 8 . Steel Ooroorat ion does not oover last week'e 
o~erations, but new orders during the week ended September 12 
were at t he rate of 71 per cent or capacity, aubstantiallr 
lover than t he aver age of recent veeka. 

Rlae in defense hous ing 

With total oonet ruct i on contract awards in August already 
reach1n~ the best levels &i nca June 19}0, and residential 
construction at the h1gheet levels s ince July 1929, further 
st imulus to construction activitJ now 1e developi ng ln con­
nection With defense housing requirement&. Moat 1m9Qrtant in 
dollar volume ls the a-oprox1mately $}}0,000,000 wh1eh Congreae 
has Juet appropriated tor military construction, largelr de­
signed t o t ake care of conscripts under t he Selective Service 
Act. Th1e appr ooriation is additional to $201, 000 ,000 con­
tained in the second eupplemental defense act tor t he con­
struction of buildin~a. ut ilitiee, etc., at military poets . 

In addition to the requirements tor strictly military 
ourooses , a large volume of construction is alao in prospect 
1n conneotlon with the housing of defense workers. Ae of 
August 27, the Defenee Housing Administrator estimated that 
over 110,000 additional new dwelling uni t s were needed tor 
defense housi ng purposes. A bill authori~ing defense housing 
eonetruotion in the SQount or $150,000,000 ia now oend1n~ in 
Congreee . 

Large quant1tlea of such building mat eriale aa struc­
tural steel, lumber, and cement will a lso be required tor 
the exoanai on or ah1pyards neceeaitnt ed by the big Navy 
1)rogram, for the $200,000,000 program to ialorove highways 
and bridges t or detenee purposes, and tor -olant exoanaion 
1n various induatriea. 
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•ew o!'llen 1Jid.ez h1sb!r 

All 1noreaae 1n order• tor te:nu .. and other produoh 
except ateel, brought a aubatantial upturn in our new or- ' 
dare index 1n the aaoond week ot Bepteabar. (Sea Chart 6.) 
Reported atael ordare, bowenr, declined ao .. wbat turthir 
in tbat weak to the loweat figure einoe the aaoond week of 
Augutt. 

A proepectiYe 1ncreaee 1n new bu7ing to repleniah de­
oleted retail stocks, already an Ulportant factor 1n the 
textile aarketa, is indicated tbarp r i ae in ret~ 
salea during Auguat. (See !he adJuated 1ndex 
or departlDent etore sales or chart) roae 1n 
Augutt to 90 per cent of lnel. Since coJDOdltJ 
pr i caa in that month were 20 per cant lower than 1n 
1929, the phJe1oal Yoluae of goode eold doubtlesa exceeded 
the 1929 •olume. In the case of variety store and rural re­
tail sales, t he dollar volume of aalee in Auguat exceeded 
the 1929 lenl. 

Weekly busineaa indaxee 

Wi th all components except one showing gatns, the New 
York Times index of business aotiYity tor the week ended 
September l~ roee l.l pointe, carrying the combined indsx 
to 107. 2, ae compared with 106.1 (reYlaed) in the preYloua 
week. Although electric power output roae to the second 
I:.J.gheat t1E;Ure on record, the gain for the week was leea than 
aeaaonal , causing a fractional decline in the adJus;ed index 
or electric powsr production. 

!be principal factor in the riee i n the ooabined index 
waa another substanti allY greater than seasonal increase in 
automobile production. Aa a result, the aggregate gain 1n 
the adJusted index of automobile production since the week 
ended August 10 wae extended to no leea than 13g pointe. 
Thla unusually ebarp rise bae been respon8ible tor the greater 
oart or the gain made by the ooabined index during the period 
aentionad. 

Barron's index or bueineas aotivlty for the week ended 
Sentember 1~ showed a smaller gain than the Tiaea index, 
advancing only 0.5 to 111.9. 
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eeoret&rJ Morgenthau - 7 

Prellminarr 4ata tor the weelt ended September 21 abow a 
moderatelJ leae than eeaeonal riee in eteel ingot production, 
al though the actual operating rate advanced to a new high tor 
the year. During the aaaae period automobile production eoored 
another greater than eeaaonal gain, With an increase o! nearlr 
16,000 unite in aotual automobile production. Ward's 
Automotive Reports anticipates a !urtber eubetantial gain 
in automobile production during t he current weelt . 

• 
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For ~ •••k ell4e4 h pteaber 11, 1~, Work 1'1'oJeou 
Ma1n1etrauen repone ehow that 1 , 687,000 pereone "" 
eaplore4 , repJ'e .. nUq a 4eor••• • of ) , 000 froa the prn1-
oue week'• total of 1,69o,ooo pereone . 

Attaohaenu ) 
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Weelt endlns 
1911<> 

rebruar:r 7 
l'ebruar:r 1~ 
Februar:r 21 
Feb!'ll&J')' 28 

llarob 6 
)Carob 13 
llarob 20 
Karob 27 

Aprll 3 
Aprll 10 
.lprll 17 
Aprll 24 

Ka;r 1 
lla;r S 
Key 15 
Ka;y 22 
lla:r 29 

June 5 
June 12 
June 19 
June 26 

Ju1;y 3 
Jul7 10 
Jul;y 17 
Jul;y 24 
July 31 

Auguet 7 
Auguet 14 
August 21 
Auguet 28 

September 4 
September 11 

. • 

Source: Worlt ProJecte A4aln1etrat1on . 
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• 

lhi~Per of WOJ'br1 
( Ill tb.ollHII41 ) 

2,2U 
2,306 
2,)19 
2.3~ 

2,324 
2,319 
2,312 
2,2M 

2,2~ 
2,162 
2,1~ 
2,092 

2,059 
2,0011 
1,970 
1.9~ 
1,925 

1,1159 
1,7115 
1,714 
1,666 

1,6ll 
1,619 
1,659 
1,6S9 
1, 700 

1 , 709 
1, 7011 
1,699 
1 ,692 

1,690 
1 ,687 

I 
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19}11 
JUIIAJ'7 
Ftbrii&J'7 
llarOb 
Aprll 
llaT 
June 
JlllT 
Augutt 
Stpteabtr 
Ootober 
JloYtabt r 
DeCtllber 

1939 
Juuar1 
FebruarT 
llaroh 
Aprll 
MaT 
June 
July 
Auguet 
Septeaber 
October 
lloYeaber 
Decellbtr 

1940 
Januar1 
February 
llarch 
Aprll 
Xay 
June 
JU11 
Augutt 

Bouroe: Vork Pr oject• Ada1n1ttrat1on. 

Jaaber or Wor-.rt 
Ita ~•MII4•) 

1,901 
2,!)75 
2 ,1145 
2,~2 
2, 6711 
2,1107 
3.053 
3.171 
3. 2211 
3.346 
3 ,211] 
3.~ 

2,~ 
3.~3 
2,9110 
2,751 
2,600 
2,551 
2,200 
1,1142 
1,790 
1,902 
2,024 
2,152 

2,266 
2,324 
2 ,2811 
2 , 092 

~:Ui 
1,100 
1 ,692 

Monthly t l guret are weeklT t l guree tor tbe lateet 
week or t he aonth. 

!be7 lnoludt otrtltled and noncertltled wor ker t. 

I 
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TREASURY DEPARTMENT 
359 

INTP-OI'I'1CIE COMMUNICATION 

DAft 

To Baoratarr Koraanthau 

1'11010 llr. 'lh1 t. 

SubJect: Gold lnflo .. llnoa Outbreak of War 

1. About a rear has paaead alnoe the outbreak of the 
Eu.ropaan war. In that rear tba United Statee baa ~ortad 
on balance onr $4 bU11on of gold. (4, 05Q tr011 Bephabar 
1939 to Auguat 194o, not 1nol u41ng about $6oo a1ll1on r .. 
ceiYed but placed on earaark. ) Tb1e l a b7 tar tbe largeat 
a~~ ot gold eYer reoaiYed b7 ua or an7 eountr7 1n a 11ke 
period. We now haTe aligbtl7 oYer 70 percent ot the 
monetar7 gold held by goYernmenta and central banks. (Wa 
actually ~ SO percent ot the world1 a monetary gold lt 
we 1nolude earaarkad gold held here. ) 

2. The chief lte•• whloh haTe aade up the huge 
balance due us alnoe September 1939 are: 

Excess of merohandiee exporte 
Recorded nat capital inflow 

1,4oo 
__$12 

2, 300 

Added t o the 12. 300 a1llion balance on trade 
and oapltal t1owa la a 1 reaidual 1 ot $1,750 a1llion l 
Thia residual reflaote the following tranaaotiona: 

(a) 

(b) 

AdYanoa payment• on war orders or contribu­
tions t o capital expane1on aade by the 
Br1t1ah 1D' thla oountr7. This itea uone 
probabl7 aaounta t o aora ·than a half bill ion 
dollar e . 

K1gration to thb country ot foreigners and 
foreign corporations poeeeseing dollar 
deposita 1n the United States. Frequ.ntl7 
tble figure appeara i n our capi tal aoYeaente 
aa an outflow of capital whereae aotuall7 
the tunda reaa1D 1n the oountr7. Th1a item 
doubtleu aaounta to eeYaral hundred million 
dollar a. 
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(o) ChWioale4 CIIPUal l.llporU. CIIPUal lnftOtro 

wh1ob 0108110 nr 1'aU1Uo1 oan au -r0111 foraaz 

roro1CMI'I plao1q tua41 1a· tho - of f1'1on41 , no. 

(4) Joa-roporu4 oapl cal lnn••· RlrpatrleUoa 

ot fOI'OlF 4oll&r bon4e throup non-b&llltlos obaalloh, 

purollt.H of r eal propertJ, eto. An4 t1nal~, 01'1'01'1 

and oa1 .. 1one 1A our t r Ko 4&'- AD4 IOrYlH 1'-ao· 

( Tb8ro h liP pen.de4 a 110re de tal l ed a nalJell of our 

bal.noe of papM~nh tor the paet twehe aont h1 pre­

pared b7 1111u J:l.tler.) 

3· W1a t U the outlook on '?14 laporte f or the noll' 

twehe 110oUiaf It 1i l8J)Oaalble or 1be rate of gold Wlow 

we hive experienced in the paat tweln aonthe to oont1nue 

throughout the oolling Jear, even llbould the war oont1nuo. 

We expect our favorable trade bale nee will be • i n tained 

and M7 oven iDDroaae, but we e~ot that capital in!l.owe, 

both recorded and non- recorded, will be 8Qbata~tiall7 re-

due ed. 

The whole ot Latin ..,l'lca prodlicea le .. than $100 a1l-

11on at gold and we will probabl7 ge t all ot that. The 

Br1t111h Empire will produce about '!!00 111llion and we will 

doubtless get it all. We a&¥ plait up a few hundred alllicn 

dollars worth of newlJ - lllined gol d troa other area11 -­

Ruea1a, Japan -- but we cannot I!J! t ver7 auch aore of tb8 

gold 1hat now ccnati tutea part ot tb8 reeern 1toolt ot 
foreign countr1e1 without pl&olng a very oevere atrain on 

their monetarJ qe t eae. !he Br i t11h Eapire ,.,. rel1nqu1ah 

a billion &ollara ou t ot her remaining ho ldings and the 

other ccuntrie e may be able to part with a tew hundred all­

lion dollar e, but that ie all. I would ee tlllla e that if 

the war continue• we will ge t , at the ouUlde, •3 billion. 

A 110re detalled atateae nt of our bel.anee ot paJilentl 

slnce the outbreak of tb8 war, prepared b7 llln Ostler, 

18 appended. 
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... ........._ CC RIUNCA'-

• 

TO Ill' o -.1M 

Subjecia United Stat.. Balaace ot 1-tional. ,.,_.,te During tbe Pint 
~~~ . 

The broad tw.t\IJ'U or our balmce or :llltemational J>~Y~~eDte cl!lring U>e 
~ar, s.pteeer 19.39 tbrougb August 1940, ve ,-., in the table bel..... "' 
unullllally l&rp exceaa ot aer chendi ... 8Xl>Orta .,., ... ieporta coupled with e 
hN'f7 1ntlow ot capital hDda lr<D obroacl ancl a l&ra• ruiclllal it• - .,., 
of which probeblJ represents 1.mr&rd4crnn. caoi tal tllnd.e - were respomible 
ior tt.e unprecedentecl inward IOCIT8lllltllt of &olcl clw'1n& the put year. 

Exceaa or urchandia. uporta 
Othor trade 8'>d .. rrlce iteooa 
Not capital 1ntlow 
Net inlporta ot sold and silver 

ReaidiW. 

Net Receioto Of !let P..,..,to ( -) 

{In w:l.lllons) 

111, 400 
0 

900 
- 4,050 

~.750 

llet'chandhe Ir!411 Since th~ close or Au~u.st 19)9, we have exported 
al, @ llillioo ., ... _.cbandi.sa than we iolported .frcoo ebro&d, 'f• 1a exceao 
or aerchandiee exporta 1a the J.areut tor eey 12 _,th period aince 1921. 
It 1a thra.-!ourthe &pin u h1eh ae the 1 .. orable trade balance Cor the 
procedin& twaln aootlla , wbeD our excess or -ta onr U~ports totalled 
~ 111Uion. !he increase OYar tba procedin& year i.e duo to • lerger riae 
in~ then in~· !he ttgures below obow the trend~ our foraipl 
tracla clw'1n& the peat tJro yevs. 

{In ailliona of doUaro) 

lmorta lanor$! Exe!!l of exJ>ODt 

Sept. 1938 - Dee. 19.39 1,034 688 346 

Jon . 19.39 - April 19.39 918 fR9 219 

llay 1939 - Aua. 1939 954 723 2)1 

Sept. 19)9 - Doc. 19)9 1 ,251 854 m 
Jon. 1940 - April 1940 1, 359 834 525 

llt,y 1940 - ...... 1940 y 1, 290 845 445 

y FiiUJ'es tor ~t are aatiJoated. 
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Division ot llonetary 
Reaean:b 

Olh•r l'rrde end Serrtce It~• • Our balance of Pli)'lllenta on accOllllt 
ol other C'll'rent i tams 1a small , Net payment to foreignors on account 
ol ehiroilll; sei"Vices , tourist expendituru , 1)eraonal ranittances, and 
ovti"M ont tren•act1ons nre lArgely olfeet by net receipts on inter est 

362 

n dl vider>d account . In both l 9J8 end 1939 , we had on esti...,ted excese 
ol oulpa.)ilrente on account of these service ite111s of sli ~htly over blOO mil-
11<'" · n.1a excese in all probability 1 aa been elirJL!naud durinG the pe.a t 
t lv• ontba and """' actually have 1..-iven ""Y to a f avorable balance, at 

e .,.t•he, o!" ,100 million or sc . Tois 1e the result of a sharp drop in 
rht e:x;>e·rditu r " abroad - tJ>e ler~ett oi the eebit eervice it..-.., -

,, ~e lJI1;051tion of re!t.rictions u,an J..r-ericen tra,.el in Wrope. The 
ntcrr•tiO" avb.ilable ind1cates no lar~• c:r~nte in tt.e b•la.nec due t.o us 

or owed by ua on accOWlt of other service it. .... . 

l ov...-ents : The recorded ne• cari:.&l inl1.ow into tt.e 1/nited 
t • t , ;.ercrrer 1':1) tbrou.;h .. u~-u&t 191.0, u ~<S75 10illion. '!be bulk of 
e Lmu.s · •'• ccte to this count..r) & ll'lC!e the to.ierm&n inv£sion of Den::urk 
Ol'>'a: t.no represents the bull din., up of lorei;n dollar balAnces in 

11 co lfltt"" lnd , to 8 lesser extent, the wi thdrawal or ,"\ erican bUancea 
ll nbr<Nd . che recorded repctrintion of llo>erlcrn s..-urities held abroad 

mt•d •o leO< tilftn "100 :..Ullon <1urin u.~ ew•lvo month period. 

~~t. (;an1tlll .tnfl o•. 

(In rnillions oi 

' "rt . 1~)9- !1e~t. -

" ""rM~ ir, ror•i.)"l dollu bal.Mce.s 
in hot r 1 ed :.tntes 

ocr •u 1~ . &. b&lnnces abroad 
t &rC"t.&P .. s oJ . !::t . securiti e:J 

ld a•rcoJ 
corri n ·urct'.a t:-s 01 r~reir..n s~ 

· r1ti~tf !.eld in t.ne 'l . S . 

AUf . 1940 Df"C~mbPr 

• .Jo.7., - l t> 
151' JO 

91. - 63 

l JJ bl' 

>"}) .. l ? 

or Outflow (- ) 

doll•rs ) 

Jan.- •.• y-
Anril Ar ~.lF t 

<>!Jo -;556 
7 135 

b - 25 

45 20 

,.J.6o •• -oos 

'-~plc nd .;;uver ; Irm'l'Orts oi Lold 1.nt,o t.he Un1 ed ~t.at.P!l climbed 
r ~.11ly unowtrd d1.lrint. .. he nast. t.w~lve mort.h~ 91'0 JOr t.he reriod as "- whole 
r ched , 1., un~recedented figure o! , 4 blllion. L'llrorts Ol silver, on the 
.... ~{>t hfln i 1 'tfere t.ne lonest. since 19)3 . 
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-) - Di rt.ioo ot llone t&rJ 
Reeearch 

let. !.porte 

(Ill ailli one ot dollan) 

Gold j/ SilYtr 

Sept. - Deeeaber, 19)9 • 94) $l.S 
Jamary - April, 191.0 1,1.36 19 
lla;r - Auguat, 191.0 1,927 lS 

Tot.! ~.006 ~ 

Residual• '!'he extraordinarily lC' ge residual it• or ¥1, ?SO 1111-
lion f or the t welve month period is the d1£ferenee betwoen $4, 0SO mU... 
lion of net i<>1d and silver iarport.e and ~.)00 million of net r eceipu 
on account of the ucess of merchancliee exports and the reported net 
infiow of ca.>ital, 

The residual ta composed of the f ollowing itau1 

(a) M nnct Dl'll!l!lt.e on war ordtn or contribu tiOM to capital 
Bllpansion awit by the British 1n tbie country. '!'he &riti.sh author-
1 ties may have u r:JUcb ss IISOO to 1P600 ooillion outetanding for 
these t wo purpoees in this country. These expenditures have aa 
yet not been reflected 1n tho fi.gurea or our ""'rchandiee export 
trade. The British are rellOrtsd ~ have soent ¥1, )50 111111on 1n 
this coun~ry between the close or .lui;ust 19)9 and July 10, 191.0. 
Our merchancliee BllpOrt.e to l!ritain during this period totelled 
only • 6SO aillion. 

(b) Migra~ion of f oreigner• and foreign corporation• poPPIPPing 
dollar depoPit• in the United l;tatea to t hi.o country . An i.migrant 
individual or corporation establishes a domeetic addre•• here and 

the bank arrying its deposit ceuea to include the account 1n tt.e 
report ot foreign d eposita . Our reports on capit.l IIIOVGeDts under 
such c1rewutancee indicate an ou~now of caoitol which ectu~ 
did not occur. Ill tbe calendar -reor 19)9, such tranaactions are 
eetillatsd ~ have amounted to ~200 to •300 dllion. 

Thi.o itea may btve been as auch as several hundred ailllon 
dollars durin& tile paat t welve months , but we have no way or 
ascertaining the amount frOID our records . However, during the conlins 

months we shall have accurate rioures of such w1 thdnwala 1n the caee 
of tlxlee countriaa wboae funds hare have been !roHD - 11811lely, 
France, Btlpwo, l!olland, l>orwa;r, Demo>arl< and the Baltic c_ountrita . 

if Corrected for tarurkinll operatiollll • 
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·"· 
(c) cwete! oap!.ttl. .,...,.... ftiMe aq take- ot aeYeftl 
roru . Fonipen ooul4 plaoe t11e1r twlda in u. banda ot Mende, 
r.la ~i .. • or ..,., t ottl. atraJiiere ill tbe Uft1tecl SteW. tor iiiY•t.­
aent. in aeourlt.iee, rell .. telA or tor depceit. ill benlao, the t­
lil!ller retaining no l.er,al claia to ownerabip. .Utematiftl;r, tar­
eipre could board United States C1111'NDC:V in aatety depooit boDe 
in t bil count17 or eecun 1 t abroacl t.hroueh n«>-banldng eba>nelA. 
Noitb .. of thooe items are r-eported in OUT capital _ _,t ota­
tiatica . 

In rlew of tbe extension or contJ'Ol axercincl onr Jtoteip 
.1'\mla belcl 1n tho Onitecl Stet.u ancl in Enclancl, the 1Dcont1n to 
eoncell !oroif;ll fWids in t.b1l c011ntJ7 ancl to hoarci .. ortean a>rreney 
hu dOilbtl .. a ineroaod OTer ~be put,....., 

(d) Other ca!)ittlinflona Repauiation of torei£11dollar bnncl! 
tbroup non-hanlc1ng channel! ancl the purcbaao of lane!, ~u.nt 
housoa , ancl other foru of rell pr-cperty 1n th1a eount17 by tor-
1181'81'1 1 both co_, practices, are not rotlectecl in our capi til 
1apor t figurea . 

(e) Errore and C!!pieeione in our merchanclieo tracle elate and in t ha . 
eetille teo of tho sarrlce iteiiiS in Ollr balance of international 
n~onte , Al tboull)l these orroro and ollliooiono may be large in­
dividually one! perhaps aubotantill on bllanco, ~bey are undoubtecll.y 
allllll in comparioon to tbe unr.col'clod capitol inflow, 

At t acbecl 1a a teble showing the bahnco ot 1ntornat1onll paymente 
of the Unitecl Statee for the cllenclar yoara 19)8 and 19)9 ancl the tint 
year ot war, Soptuber 1939 t.IJroQsl> Aaguat 191.0 • 

.ltt.act..tt 
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• • (In No.l~Aa (~) or ...;. ,..... {• ) . . .. 
• (lr> llill.iOIIa or doll&re) 

11118 • .. 
• l,lJ) 

Otber ollrNftt i t..a 10'7 

i 

19)9 

• 859 

1)2 

• :no • 1, 23a • 900 

Oold y 
SUver ?0 

RodduJ. • S08 • 1,151 

1/ Eat.iaate<l tor Aaauat 19"' 

?./ Corr+ote<l tor earurldng operatioN 

~ •: ...... ,,.. ""-
• . • ' t_• 

lo I t.•_' ··~'"':of 

. ~ ;., ;.' -~· 
·.\, .., .. 

- 4,006 

• 1 ,750 

.. 
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TREASURY DEPARTMENT 

INTER OI'P'!Ctr: COMMUNICATION 

DATa Sopteaber 23, 191to 

SooJN\aJT Morp11tha. 

Mr. Oocbr1111 CONFIDENTIAL 

Sold to co ... rcial coaceraa 
I'W'cllued f'roa c-rcl&l COIICeraa 

10129,000 
lo U,OOO 

!ha federal Reoo"" Bam: ool4 1010 ,000 t o a DO,._NporUAC -· 

In the open aarbt, otorlillc reaal.Ded at ~. 03-3/~ Wltll l&h ill \boo d.q, vheD U 
roll to clooo at li,o4. 'lralloacUou of \boo roporUJIC-. .,.,.. ao foUon: 

Sol4 to c-rcial cODComo 
Pa.rchaaM. rroa ca.a.rct.al c.oDC-era.a 

..0. 
lo 1!,000 

dollar, which cloood at 16-1/llf, dhcoUD\ 011 Sat111'cla7, illpro.,.d h 

Tho Swiu fr&DO ho4 a better t1111e t od.q. .U coapared with Sat1U'd.q1 o filial rate 
ot .2278, tb&t euttiD01 &dTBACod to .2283 thil aomlDC• It olooed at .2282. The 
abuace ot 6ZJ:T rotereDOe to Swi horl&ll4 troa tho roo111t Oe.....,-Itali&D diocuuillllo .:r 
!:avo bod a fa1'0ro.ble illnuOAco upon \boo rate. 

On tho ofteriDC of a aall ....,..t of Svodhh laoDor thio athrDOOD, t hoo lev Torlt 
~uoto.tlon for tbo.t C1U'J'IIl"7 aond off to • 2381 at tho olooo, ao &Cif.illl\ ,2JS5 on 
Saturdq. 

!ha othoor CllJ'J'Onciu cloud aa follovo: 

J.lra 
llelcU...It 
lloldcan puo 
Oub&ll puo 

·0505 
·3995 
.2000 bid, .2020 offered 
9-13/1~ dlooOW>t 

Thoro von no col4 trauactiolll con...-tod b7 uo \od.q, 

Tho Joderal .R.o oono :Ban1t: of low Torlt reported thot tho followio,c ohipaonh of C014 

Vtro boio,c conolp.od to lt b7 the -· indioatodt 

$2,4so,ooo troa South J.!rica, ohippod bf t ho Swtb .U..lcan Reoorn :Bank for accOIIIlt of 
tho II&Dit: of Svodon, tor aalo to tho 0. S, .A.oa&7 ottico at lov Yo%1<. 

lili7,000 troa Ohilo, ohippod b7 the Central II&Dit: of Ohlle, to bo ..-.d for ito 

,.-.=""='"" acGOut. 
<2,927,000 !ot&l 
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-·-a. ....... 7 ° tw_k, .... --. ....................... ,.... 
Pl,.. tJ,09,000 Ia ,.u ,... ............. -..&..& :...t. .... .. ]'-· -
oalo .... v ••• 111M ...... 

a. npen ,._ U. Ntnl .. awua ..,_ al Ww los Uatbc 6atealta t• ... 
_, f/l.A.Ila M ......... '!.~~~.t- .... 111 al ol S Ill.._. a .... Q J,l, 
alooW4 , .. .-~a .... otu "- ..-:>• , .. , ,ooo, • ~ ot tllll6,ooo a- u. :Lin ..,on u at lepta.Mr u, JM1w4ef Sa tide total••n .,,117,000 Ia ..,._ .. td\k 
\Ill Td' .,..lo a.K, ... TM. .... "' ita '• ,,... Sa Olda, 'liP tl,OOf ,000 ,._ 
s.pt.-.r U, ea4 ... 1,00),000 Ia dapMlta ... "' .r ....... .._. Ia .r.,_ .... Mm S.llo 
off tl,lC77,000• ~ _.. h .r ....... 'baD "'T&cb 11 Wft Teltt ..,_. tatalel 
$15,72J ,OOO, oa s.- at t9J2,000 .- U. lap...._ U flc=n. 

!o6q11 ._. pl4 pl'loa - It'll~ to .,,,91, 'liP )1, u4 all..u - all-~ 
upr at t ill •tal~ at lilhN. 

la LooAoa, opot all.ar - tlllll4 M 'ZJ-1/K , 'liP 1/164.. ~ terw...l ~Uoa -
ZJ-7/164, a pia at 1/14. De .. Uar aqa.lftlata wn 112.67# .... 112.561 n.,..tba~. 

llrllloiT u4 .._,I aetU.-t pl'lM tar tentc- 1U"r- -cbap' M J'4-3N• 
!llo friUU711 pveiiMe prloe tor tentc- all..u- alae -IIMpt M 351• 

Va .... alP* p111'0Mae1 at all..u total.bc 515,000 -~ D41r """ lllwr ,...._ 
111 of wbloll repn-te4 - praaouaa troa tanlp -trl11, tar ,_.. 
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H.M.Jr: 

Jea" 
Jonea: 

K.M.Jr: 

J : 

H.M.Jr : 

J : 

R.M.Jr: 

J : 

II .M.Jr : 

J: 

H.M.Jr : 

J: 

R.M.Jr: 

J: 

H.M.Jr: 

Bello. 

Bow are :rou, .r .... , 
Prett:r good. Bow ere you? 

I'm a l ittle bit better than pretty good. 

Oood. fine. 

Tbe;r aa1d you called me v111le I vaa ava;r. 
I don't tup?oae you can remember now what it ..... 
Yea, Henry, I Jua~ vondtrtd what ;rou had 
about your - a matter va vera going to after 
I lett over there. 

Well, I ' m calling on him tomorrow morning 
at b1a apartment. 

I see. 

Hull you mean. 

Yeah. 

Yeah I 1 m going t o eee 111:11 tomorrow 111orning 
~ at 111a apartment. I had a chance to apealt 
- to the Preeident saturda:r and I told 111• 

Just what we'd done and I t old 111111 bow 
perfectly grand you'd been and that you' d 
atuck right by me 1n doi ng what va thought 
be wanted ua to do, and that I thought that 
it vu all to the good. 

Yeah. 
And I understand later after I 1 d talked to 
him Welles oalled up - the Preaident told ma 
tl11a, I eav him at a picnic Sunday - and he 
told Vellea to ooae over and aee me, but I 
haven't beard trom Vallee and I'm not going 
to oall 111m up. 
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J: 

I! .M • .rr: 

J: 

H. K.Jr: 

J : 

H.M.Jr: 

J: 

H. H.Jr: 

J: 

H.M.Jr: 

J : 

H.M.Jr: 

J: 

H. K.Jr: 

J: 

H.M.Jr: 

J: 

H.K.Jr; 

And I'm taking along that ltenographic 
report which is Juat the way it was written 
and there's nothing in it that anybody 
oouldn 1 t aee. 

Yeah. Vall, by the way, I'd like to have a 
oontidential oopy or that. 

I'll give you one. 

I'd like to aee it Juat beoauae I've been 
interested 1n it - t o aee how we got along. 

I'll give you one 1! you will keep 1t ... . .• 

I will. Just absolutely oont1dential. 

I guard those thlnge, but you're entit led to 
one. Have you heard a.nyth.1ng on that !rom 
either Hull or Vellae? 

No. I understood that - well, that they 
hoped the meeting would not have been held 
and that's about as tar as I can go at the 
minute. 

I aee. 

But that's about all there waa to it anyvay. 

I see. Where'd you get that from? 

Well , now, l et me aee. I think I got that 
from Hull. 

From who? 

Hull. 

Bull. I aee. Well, I ehould t hink the vay 
the .Japanese nave walked into I ndo- China -
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J: 

H. IC.Jr: 

J: 

H. II.Jr: 

J : 

H. I! . Jr: 

J: 

H. M.Jr: 

J: 

_._._ baa M14 Pllbll~. •• or &line •a•• 
- lle 119ul4 obaau .. ._ lt Ulq 414 - Ula' 
be wolU.4 be n17 lla4 •• •llh ••••111c 'ook _.... 
Iea)l. Well, I tl:l1nlt 1t1ll all wol'k ou• au 
rllbt. Aa a aatter of faot I think tbat the 
ft1 we sot alone our there ne all to the 
coo4 - (laugbe) - lt looke to •• llke it. 

The 1110re I think of it, I ehould think tbat 
Bull would eay thank yoa, but ot oouree wbat 
co•• on over et the State Depar~ent - I don't 
know how you are - I ' ve never been eble to 
un4eretan4 lt. 

Yeah. Vell, vbat t1•e are you leaving your 
offloe? 

Well, I'm going home early today. 

Could I call you there? 

Oh, I get you. 

Sure. 0 . k. 

I get you. 

I '11 call you. 
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TREASURY DEPARTMENT 
371 

INTER-oFFICil COMMUN ICAT10N 

OATil SepttQber 23, 1940 

to Secretary Koraeothou 

,.ow ltr . !'oley 

The following oouraos mar be f ollowed it 1t is desired 
to appl)' eoonom1o sanction to 1apen: 

( 1) The President ie sutborhed to iolpose now or add1 ticmal 
duties not to exoeed t i tty per cent11111 114 vlll.orem or its equl.Tillent on 
ell 1apon.ae products cocina to tho 'O'nited Statea. such il!ports totaled 
)l6l , ()IY.) , OOO 1n 1939 and .-ere hiahor 1n thl first the 801lths or 1940 
tlwl in the 00111J)ar&l>1e period or 1939• Th!a llCUOD would be taken under 
•utl>ority ot section 338 ot the Taritt Act ot 19:30 end would be based 
upon a finding o r 1apaneso discr181aat1on apinst t ho ca:ocerce or the 
UniteJ States 1n areas of China under 1apaneso control . 

( 2 ) It 1ap6Il maintains or tnc...uea 1 te d1ecrbdnat1on againat 
the commerce or the United Statos af ter takin& tho above act ion, tho 
President , it be doac3 i t consistent with the i nterests of the United 
Stnteo, mey dire ct that such products or tho toroisn country or ouch 
artioloo imported in i ts vessels ao ho ehlll.l doom conalot ant wit h ths 
public intot'Oata ohall be excluded t rOll importation into the Uni ted States . 

( 3 ) The President ia authorhocl to dony J apan tho benefit o r 
tho Trade f13roe::1ent r4tos ns he haa Oor:IIO.ny on seventeen occas i ons and 
Auetrlll.i& on five occasions . Thia action, bowevor , would etrect less 
thea two per cent of the 1apeneae export• or the United States. Tbe 
authority ot thie action 1a section J.SO or tbe Tariff Act or 1930, ce 
""""dod. 

(4) In 1918, in cClllllocUon with the Japenoae sei zure of the 
Chineee !utero Railway, the United Stat .. applied ecocOIIio p.'"OSsure 
-oainot Japan h)' restrictions lbid upan licooaos tor the export of 
cotton end tho 1Jzroort ot aUk. Sao 1oreip Reloticma, 1919, Russi a , 
a t 11'1888 246- 247• - The War Trade Board has , or course, gone out or . 
exist·"•• • but restrictions could now be laid upon the export ot cotton 
under the authol'ity contained 1n eection 6 ot tho Aot or 1uly 2, 1940 
(Public , No . 703, 76th Congress ) , to prohibit or curteil the exportation 
or materi al or supplies necessary tor the ~~~~nutacturina service or 
operation of military equipmont ol' munit ions or component parts thereof . 

(51 The President fDfA/1 prohibit or reotrict the importation 
into the Uni t ed States of articles or procluoto or 1apan if he i s 
oatietied thet there is reasonable ground to belie•• thet under t he 
lan .,.. Nlo.tiona or practiooa ot ]open the illpOrtation or artt!~los 
o• the u:ited States ia preYanted or r .. trioted into Japan or o~ 

tha lew end pract ice ot nauona. Sec. , 
~· ·r country, contrary to 16 = St t 7"" (u.s.c. Titl e 15, aec . ?S) . 
o: tile Act or Septe:aber 8 , 19 • .n • • 7

7 

/.N.f{ 
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......... .,. 1,.. 
......... 1' 

fte N 1
..... -..,. M HI ll lf lt U tedftl 

tt ·~ 'e anJtl• tt,.,... 

(lJ De '* "at u W'& , ... tt ....... - w eMl.a-1 
..Um aet ti __. ft.ftr ,_ --~- ltt ..... -.... • 
~.' ... " .... • .... !a,'"' ..... tf... 11M I I tl ••• Ref 
- • .,. _.- "-- Sa ta. tlftt ftw _...ell,.. 
u. &a .._ a ••• ,_. .. ., 1.,. ,.... ..ua _,. 111e-- _... -*'" ., ..u. ,. fll ... IUU't Mt "' 1,. .. ..,. ....... ............ .,,.. .... ~.......... ...., ... _., .......... _.,a1M __ ... , Ill-.-. 

(2) u ,.,.. ........ - .. .. .................... ... 
ta I r• fll ta ........... "'- tMUi ta ........... tM 
'-'··· ll '- .... it _ ...................... el tat-..& ... 
....... ..,. u-t tat -a,.., .. .., fll ta ,.,... t nlq • ,.. 
vtltltt l 111 ... Sa '" 'N nle u lie ~ .._ _ • ...._. •.a * 
,UUt ....... tlllell ......... ,_ .. , """ ........ 'Oloi ... . ...... 

( 3) fte '*'-"-' .. -IIINUd .. .., , ....... NMftt el , .. ,.... ............. '- ... 0 ,.. ________ _ 

Awls U• • ftw _._ ftU .,., .. "' •=• ..U ett-lMI 
,._ ... ,_ -• ., ta lor••• a ., e1 '"'vat ... ,...,.. n. 
...... ,., fll *' ....... _.._,.."' ... !Witt ..... ell9ll), .. 

••• 
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•••111ww • ; '1117 ~ Ule - e1 ueflc •--= u a 1...- IWllo 

1 3 u• ,..wa.,••.,. o , 'blv • rw t2ld,... t111t s-efu 

11 ut u w u.. u... will 'Ill • 'lllr 1.-1 01ra1 • 

u. - - 1a &wUa will lll MW. 

IIUVDII._, 
lllllWJ' AWl w .. •• 7 ° • 

II 1-.q el _. 
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.... I .... , ., !ill ' -'-'-I ...... ,.,_. 
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I 2 , aJiit 1411•1 - ... 

.. "' .... td "M .. Sa illS I .. ,_, 2, 3 U 

et a at n a a •-. ..., .. ., •n- we • , 
-.asr~...._ .. ,U.~.nM\etaw•- 1 

be 
..... - ~ ~ ....-. .... """ tJ;rt-. .. -

auauco alU.\ale et 4.JIIO Jllft • We+ pus 'r J.. ~ _. 

diw ll 
2 

'• • p 1 !d• \aapw _,a\ \llr- tua-......, 
ai.NNt\ a\ = el.•\ale ** u -' A:ua 5 1e ,_ u. - et 

I _. la \111.8 ....... I ow tM ...,,_ ._, ... U 

u u ... 1 .. 1 _ .. 
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.. •111'. .. •trz• ., -- ..u ...... -..w "" 
....._.Sa..,_ wt'rf waft att''"• A w·- W:cwa ,...u. 
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reparW u.ft tU IIIQu..__ - ...,.. ~ • i&lila l!el' 1 1 

lliiJ'UK ....- 8t- a Jdch rate of •; '•••1 ~ 
wui.WUiM IN\...,. ..... i'-i&id aM Np&li'id. ~· til 

be''ocee. 

~~ 1, ,00 bunce Ml'-· ... 1A *U;r­

tlrOOIIbou~ lri~ !be• ""-• .n loUD (aboft tl,IOO), 

emluin ot 1LIIelt1 trllell .- ,...., 

proteoUoa of 'l'itel uwe ncb u \be lln7 r.wd at ,._.1 ~ 
t.DI the looD ot the ,.._ o-1. 

Dl.e trillaUGa I 
IIW.tai'T .11. to the ~ 

s.cr.tay of -
state~ 
~of !raaear7 

Aut, ~ ot 'lllr 
Qll.at ot SteU 
11'11 
<III 
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•• ..oMI ....... -- YOtlll ., .......... ",....,. .. ...... 
BRmSH PURCHASING COMMISSION 

September 231 1940 . 

• 

Dear ~ . Worgenthau, 

' I have now obteined from London further 
particulars or the Heinkel 113 as follows: 

Span 30.8 feet 1 wtn& aree 156 sq . ft ., engine 
D. B. 6o1 E {1300 B. P. for take-orr> , weight in flying 
order 5720 lbs . , maximum speed 447 M. P.H. at 18,000 feet, 
climb to 19 ,800 feet 6 minutes , endurance 1 hour at maximum 
continuous speed , armament 4 ~.c . 81's {2 on leading edge 
or wine , 2 alongside fuselage and firin& through airscrew) . 

· We have not yet shot down a ~achine in cond1t1 
to fly . Our own authorities do not accept the maximum 
of 447 M. P.H. as being possible with this engine , they 
it more probably 1n the order of 390. The machine guns 
appr oximately 13 mm. ·equivalent t o .5. 

I will , if you wish 1 pursue these inquiries as 
soon as more in~ormat1on is avallabla. 

Honorable Henry M. Morgenthau , ----~_!;_~~~----~~--­
Secretary or the Treasury 
\Vash1ngton 1 D.C. 
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Dear J.:r. a.:orcentbau, 

I heYe now obta!ned tros London rurtber 
particular• ot tbe Heinkel 113 as follows: 

Span 30.8 teet1 wing area 156 sq. rt., engine 
D.B. 601 I (1300 B.P. t or take-orr)~ weight in tlyinc 
order 5120 lbt., ~speed 447 ~.P.B. at 18 ,000 teet, 
cli•b to 19 ,800 teet 6 .tnutes, endurance 1 hour at ~ximua 
continuous speed, arwaaent 4 ~.c . 81 's (2 on leading edce 
or wint , 2 alon&side tuselage and tirin& through airscrew). 

• 

We have not yet shot down a ~Rchine ln condition 
to rly. Our own author ities do not accept the maximum speed 
or 447 M.P.H. as being possible w1th this engine, they think 
it more probably in the order or 390. The machine guns are 
approximately 13 am. ·equivalent to .5. 

I will, 1! you wish 1 pursue these inquiries as 
soon as 1110re 1n!orat1on 1s avallable. 

-

' 
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RE REFUNDING 

Present: J4r . Bell 
J4r , Baas 
Mr . Viner 
!.!r. Hadley 
Llr. Murphy 

September 23, 1940 
3:30 p.m. 

H.li. Jr: 

Bell: 

H.!.I. Jr: 

Bell : 

H.U. Jr : 

Bell : 

H.!!.Jr : 

Bell : 

H.l!. Jr : 

Radley: 

Bell : 

H.JJ. Jr : 

Viner : 

H. JJ. Jr : 

Viner: 

How much is the isaue, the Dec~ber issue? 

737 . 

HO'I'I much? 

737 million. 

I see, lfuat is the coupon on it? 

One and a half , 

It is a note, is it? 

Yes, a f ive-year note. I t was a f ive-year 
note . 

We are thinking of refunding no\'1 , It seems 
like a good time, The carket has been going 
strong. That Brown Amendment was defeated, 
so nobody can accuse ua of t rying to sell 
more tax execpts. December is ~oing to be 
very, very crowded. The last t1me we sold a 
two percent - boll many years was it? 

8-10 . 

A ' 48- ' 50. 

And we now can go out almost 15 years . 

What 'lll>uld the date be? 

We would do i t Thursday. 

Oh, Thursday? 
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H.lt.Jra 

Bell: 

H.l!. Jr : 

Viner: 

Bell: 

H. l!. Jr: 

Bell: 

H. ll. Jr: 

Ball: 

H.ll. Jr: 

Bell: 

H.Y.Jr: 

Bell: 

H.l!. Jr: 

·•· 
Otter tt '!'hva~, azul l•Ye 1t opa the 
reat of the •tit, I take 1t. 

We oowa. a.o 1 t Wedneeda7 uming, 1f 10u 
'll&llttcl to. 

Oh, I don't think that givea the market 
enough warni.ng, do you? 

Would 1 t be a atraight connrsion? Con­
Tersion and repa:aent? 

Co!lTeraion; straight refunding. 

I think )'OU had better do it Thursdar. 

Well, ther are expecting samething. I don't 
think ther need a lot of ti.lle. I think the 
Federal Reaer.e B&nka would appreciate the 
extra da7· 

You mean go from Wednead&r until Saturday 
night? 

Oh, no, Friday night. 

\7ell, if you ce..n do it \7edneaday, with the n.r 
on, I would say \7ednesda7. 

'fle could get it out of here pretty early to­
morrow afternoon and ther coUld do it tomorrow 
night and it is a refunding, so you don' t 
han the same ai tuation aa you ban in a cuh 
offering where it ia only open one da7. 

I didn't dream rou could do it that fast . 

l'le have been doing it. 

Have you? 
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Bell: 

H.ll. Jr: 

Bell : 

R.II. Jr : 

Bell: 

B.U. Jr : 

Bell: 

B. JJ. Jr : 

Bell: 

Hadley: 

Bell: 

H. !.!. Jr: 

_,_ 
a..HPtit "-- You haye 'bee rulWic aa t little. 

._. Iori ol gottell I'Oilt1Jle IUIWo 

I nner knew I rushed JOU. 

Vie hann't had that extra day for the laet 
three or four issues , 

Has the SEC got aeythine ccmi.ng up? 

There is a l>osaibilicy of ao~ething between 
55 and 70 mllion, but the onlJ one rea.lJ.T 
scheduled is 30 D.illion, Southern California 
Gas Compall¥. 

iiben? 

Scheduled for \'/edneeday, Jerry says it 'fliAY 
not even come out and t here is a 25 million 
Central Maine Power sale of stock, but that, 
he says, will not come out, the chances are, 
but it is the type of stuff that I don ' t think 
would interfere with us. 

Did he care? 

No, he said that he didn't think that it was 
t .he ldnd that would interfere with ours at 
all, 

They go to ~ different type of market. The 
Central ~!Aine Power is offered to shareholders 
and the other is refunding, that Southern 
California. 

384 

It is the miscellaneous stuff of about 10 million 
in aggregate, four or five issues of small stuff. 
The market has been running around 35 to 50 
million dollars a week for refundings end it 
hasn't disturbed i t 8IIf• 

I was thinki ng more, would he obJect ? 
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Bell: 

H.l!, Jr: 

Viner: 

Bell: 

H.1!. Jr: 

Baas : 

H. ~l. Jr: 

Hadley: 

H, !.(, Jr: 

Hadley: 

H.ll. Jr: 

Hadler: 

H. J.!, Jr: 

Viner: 

Bell: 

Viner : 

-·-
lo, he baa no objection. 

Don' t you thiDlt, Jake, or do rou t1a1J1k 1t 11 
a good tiD.e now? 

Oh, get as much out of t he way aa 70U can. 
The market 1a good and I guess the;r -.nt 
two percents. They want to invest, 

\7ell, t he market 1a hungrr. The market has 
gone up. The insurance people are in the 
DILl'ket, appare.ntly pretty strong. 

Have you got anything to show me how it is 
going up? Have you got any charta, George? 

I will get some f r om my office, 

If you want J.furpby in, bring him in. 

This is the maturity set-up on bonds , 

All right. 

You can s ee the open da te here, and the call 
date here (indicating) . 

This is the call date? 

Yes, and t his ia the maturit)' date on the 
same issue, 

\iha t ia this? 

How much of it, would you think, Dan, would 
be converted, ninety percent? 

Ninety- eight. 

Ninety-eight percent? 
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Bell : 

iiner : 

- 5 -

700 million would eome in easily, if it is 
r ight . 

A:en ~ t there any - that is a quick operation 
Wlthin t wo days . I t is all i n the hands of 
speciali st operators? 

Bell : '\'/ell, it is a note. It is probably pretty 
well held by banks . 

\iner: 

Eell: 

·.;inel': 

Bell : 

E .:~. Jr : 

..ac..ley: 

li .1:. Jr : 

Bell : 

3 .~.Jr : 

:!ell : 

You can ' t allol'l more days for the s=ll amounts, 
can you? 

lie can, but I doubt i f they are in the hands 
of the smaller ones . 

You don ' t think there is any need of it? 
Have you ever done it? 

Yes , It is more important on a bond issue, 
though, 11here they are widely seattered, but 
we ahays get anyv:hei•e fro:n ninety-seven to 
ninetj- eight percent of a ~ote at naturity. 

The last call date in the ' 51 series is 12-15- 51 . 
'l.'e have no call date until 6- 15- 54. There is 
~ ~~p there f r om December 15, ' 51, unt il July 15, 

Trro and a half years • 

Two and a half years . 

That is assuming there wi ll be no overlapping. 

!:!ut e.s to call dt.tes - -

Yes that is the first cell date. You cieht 
skip the first call dat~and the second call 
date would be a call date. 
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B.JC..Trs 

Viner: 

H.li. Jr : 

Bell: 

B,J.t.Jr: 

Bell: 

Hadley: 

Viner: 

Haas: 

B.lE. Jr: 

Baas: 

H.l.!. Jr: 

• Badley: 

H.ll. Jr: 

Hadley: 

• 

- 8-

ht ture 11- I JUU, 1t ht GaM a10111 -

.la tar,.. tint tall datta are oonoeraecl, 
there 1a that gap. 

But he is sugge1ting here a Karch 16, '53. 

That is vacant, and so ie June e.nd ao ia 
September and December of that 7eu. There 
isn' t a maturity or call date in ' 52. 

Say it again. 

There isn't a maturity or a call date, assuming 
no overlapping. There is only one in ' 54 and 
that is the one you put out in July. 

That cross mark shows where the first cell 
date would came . 

(Mr . Uurphy entered the conference) 

~e it a 13-year issue maturing on September 13, 
1953. 

Here it is , It has every bond issue and every 
note issue (indicating) . Here ia this issue. 

Where is the one with the oe.lldate? 

That is thia one here. It is li, 737. That 
Just shows the rights. 

What are the right•? 

101.14. 

How IUJI1 32nds is t his? 

One point and 14. 

I 
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H.L~I 
BadliJI 

H.!l.Jr: 

Bell: 

H,J.!. Jr: 

Bell: 

H. U:. Jr: 

Bell: 

H, L!, Jr: 

Haas: 

Bell: 

Badle7: 

Viner: 

H •. I.!. Jr: 

Bell: 

H.J.!. Jr: 

_,_ 
!0111 - 1\ b ~ jo!at u4 Ut 

Yea. 

I neYer heard of auoh a thing. 

Yea, thet 1a about t he - anywhere from 8 to 10. 

You meen 1 t ie alzo~ a point and a hilt? 

The,. hen been running anfllhere from -

The7 11111st think I em going to be good, 

The7 think 70u are Santa Claus, This is the 
' 51-1 53, and this ia the ' 54-' 56 70u just put 
out. You see how the price hea gone up on the 
pel d. 

VIall, for the night, the only t hing I want t o 
decide ia, do we want to have the refunding? 
Does everybody want a refunding? 

I will vote for it. 

I will vote for it. 

I think it is a nry good tlm.e for it. The 
market ia seeking bonds. 

I like it. 

J.nd if we are going to do it Wednesda7, oughtn't 
I to tell than it is going to be a bond? 

I should think it llliRht help if 70u .,uld ~1 
we are going to oonaider tworrow a refunding 
of the December lll&turitiea and that it would 
be a bond. 

Hope it would be a bo7, 
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Bell: 

H.ll.Jr: 

Bell : 

H.U. Jr: 

H.J.!. Jr: 

Haas: 

H.U. Jr : 

Viner: 

H.Y .• Jr: 

Bell: 

H.K. Jr: 

Bell: 

H.M. Jr: 

I'Jhi te: 

H.ll, Jr: 

• - 8-

lea, a boT· • Well, 1f we tell tha it 1e a bond aa agaillat 
a note, it kind ot narrows it down, doean't 
it'l 

That will help Ron in bia oonterenoee tomorrow 
to say that you are going to refund it into a 
bond, · 

Do you want something else than the bond? 

Not bond h okay by me, The people that are 
bidding one and fourteen oerteinly are ex­
pecting a bond. 

Geor ge? 

Bond is what I would think, 

What would you like? 

Bond. 

It is going to be a bond, 

Do you want the two percent bond? 

Don't you? 

Yea, that is all right with me . You can get 
two and a half for t hose two and a quarters. 
It will pay a year ' a interest and reduce the 
budget. 

Now, don' t try to seduce me, Dan. 

Tiro and a half, you would get 17 million 
dollars premium. 

And what good does it do you? 

~ • 
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Bell: 

Viner: 

H.J.!. Jr: 

Bell: 

H._Jl. Jr: 

- 9 -

It ia nice rea13J caah. 

How do ;you account f or pr.aium inooae? What 
do ;rou. 1ri t h thea? 

It goes in the jack-pot. 

Yes. 

ilba t do fOU do with it? 

Bell: Credit it against intereat, It reducea ;rour 
intereat, 

!.llrphy: 

H.!!. Jr: 

Viner: 

Bell : 

H,L!,Jr : 

Bell: 

H. ll. Jr: 

Bell : 

H .~.Jr: 

Viner: 

Hadley: 

In the current year, no amortization. 

We couldn • t spread it over Tel'f well. It is 
illlpractice.l. 

SEC will get after fOU , 

\'/e will handle that . 

I don ' t see that we have got to do any more 
than that today, I! ;you will be here at 
4:30 - -

Yes . 

Ron much is this? 

737. 

That is a good number, 737. 

What is that? 

The market has moved up in the last ten days, 
We might push it out another fear . It has 
moved up a year and a half in the last two 
days . 
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H.!l.Jr: 

Bell : 

H.JJ. Jr: 

Bell: 

Viner: 

B •. JI;Jr: 

Viner: 

Baas : 

H,1!,Jr: 

Viner: 

B.l.!. Jr: 

- 10 -

It ia a good time to do it. 

I think the market will go up on this. 

Now, what happens to your debt limit on thia? 

Oh, this doesn't change it. 

It ia a conversion, 

I think this is good fiscal policy, don't 
JOU? 

Oh, I think by all means , 

That two percent looks to me like a perfectly 
aa!e thing, 

I don't know a better answer to the Uew York 
Times editorial as to the fiaoal policy of 
the Government, et cetera, than to be able to 
sell a Government bond, 15 years, two percent. 
I don't expect you to answer that, Viner. 

It is a good parti&l ansr1er . 

You are right. I agree with you. It ia a 
good partial answer, Well, I will just talk 
a millute with Dr. Viner. 
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Fl . IL Jr: 

Leon 
Henderson: 

I! .M.Jr: 

1!: 

fi . I( .Jr: 

1! : 

R. M.Jr: 

H: 

H . ~: . Jr: 

H: 

H.I!.Jr: 

H. lo! .Jr: 

R: 

H . ~ . Jr: 

H: 

Hello. ' 

Yea, this ia Leon. 

Hello, Leon. 

September 23, 1940 
5:00 'P·• · 

On scrap - I told you I had a talk vith Hull 
a nd he said there vere tvo aituations on 
which he was on a day-to-day baeia. 

Yeah. 

He celled a meeting tomorrow at 10 o'clock 
in wh i ch he'e aaked me to come in and talk 
things over and I underttand that he's ready 
to move and it'a merel~ a question of how 
much and when. 

Good. 

In the meantime we have worked out on the 
beals that I told you a ecient1tic schedule 
and I think it will be all right with him. 

Good. 

Now your people are on tha t voluntary basis -
they're not going ahead at all are they? 

Not going ahead? 

Yeah. 

Row do you mean? 

Well, you remember you eent a pro posal that 

Oh, yes , and we've just been waiting on Hull. 

Well, we can handle lt under the Export Control 
thing you see, and moxe it work under that 
gener~l arrangement, eo I ' ll let you know how 
we make out on thie. 
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R.M.Jr: 

R: 

!i. K.Jr: 

H: 

R . I~ .Jr : 

11 : 

H: 

H. V. .Jr: 

H: 

!I . !• .Jr : 

• 
• 

- 2 -

Will you do that? 

Yeah. Row are t hinge otberwiee? 

I t hink they're all right. 

I want t o talk to you one ot tbeee days about 
Don Neleon. 

Oh, really? What ' 1 the matter vi th Don Neleon? 

Oh, he' • Just t he etutt. The oontribution 
that you ~de i n perauadlng him to come down 
here a nd then letting us steal him is th11 
particular- t heae oritical weeks - bas been 
tremendous and I w8nted to put a tew thing& 
l n t he back or your mind that you wouldn't 
get ot herwise. 

Well , will you l et me know when you're ready? 

Yeah. I'll come by and see you. 

I wish you would. 

All r ight, Henry. 

Thank ;rou. 
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Financing 
cbe 

National Defense Program 

A Nu•taaa. of years ago bankers, business men, and economists 
wt.re seriously worried because the United States Government 

was failing to balance its budget. There were prediction a of a break­
down of government credit and of inflation. That wu a perfectly 
reasonable belief, for the history o ( government finance accmed ro 
show pretty clearly that the wages of financial sin is death. Yet for 
nine years now the budget of this government has been seriously out 
of balance. We are looking forward to a still larger deficit in the cur­
rent fiscal year and u far as we can see into the future. But people 
are lc:ss worried to-day about inflation or other serious 6nancial con­
tequc.ncc:s rhan they were six or seven yeus ago. Government bonds 
arc selling at approximately the lowest yidds o( all time, and it 
~·ould now appear that the government can borrow easily and at 
very low interest rates all the moner it is likely to need. 

How shall we account for our extraordinary complacency in these 
unusual circumstances? It i$ no doubt partly that we have b~ome 
tccustomed to them. Those who have cried "wolr' have been wrong 
so often that we no longer trust them. Also there has been growing 
up a considerable ~<:hool of thought to the effect that the old expcri. 
cnce u to the inRationary con~uence of unbaJanced budget~ was 
not necessary, but was due !o archaic economic processes which may 
be superseded tc>-day. 

:\ number of recent writers have suggested that Germany has 
discovered the answer, which is that war is a matter of produc. 
cion and not of money, and that if a narion will only order its pro­
duction properly it can fight a war almost indefinitely without 
iM·olving itself in serious financial dillicultics. The suggestion is that 
if .... ,.·ould only think in terms of men rather than of money, we no 
longer need concern oursdva seriously about budgetary deficits and 
the old shibboleths of monetary science. To any who have studied 

(3) 
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financial history it sounds a little like saying that the .,._ o( • ., I . .,- •• is not death but lue ever uong. ~' 
In judging the truth o( this somewhat startling suggestion .. ,w 

ought to note that the lut chapter o ( the German aperiment h., 
not yet been written. It is wor th reealling that the historic Gennao 
inflation did not take place mainly duri.ng the lu t war, but after iu 
dose. After the first year of war there had been little price advtn«, 
and even at the end o f the war prices in Germany were only twi<c 
as high as at its beginning. The current experiment is not finished, 
and it rem ains to be seen what the final co nsequences will bt. 

The lesson of history is pretty clear, that major wars lead to inR1• 

tion. It was true in this coun try in the Revolu tion, the Wor of 1812, 
the Civil War, and the World W ar. I t has been true of other wan 
in other countries; che link between war and inflation appean to havt 
been practically unbroken. It is a record which places the burden o1 
proof on those who suggest that a new era has arrived in t.his resput. 

THEO&Y OF W.u. Fn<Ascs 

Yet the subject is too vital to be dismissed with general sur<­
ments or historical analogies. The size of the financial undertaking 
now facing this and other countries makes it essential for us to exam. 
ine more fully the economics o ( the problem. There is a considerable 
literature on the subject. One of the briefest and most complete 
statements o( the essential principles is to be found in an addresl 
before the Army Wur College in 1922 by Benjamin Strong, former 
Governor of the Federal Reserve Bank of New York. More recently, 
they have been discussed by the English economist, J. M•ynard 
Keynes, ond by J erome Frank, Chairman of the Securities E.ch•ngt 
Commission. In their broad outlines these three discussions of the 
problem are in ogreement. It is theoretically ~ible to co~duct 1 

war without inAation. The heart of the problem IS the relauon be­
tween the inc~"C"ase in the volume and activity of money and th( 
incrt23e in the production o( goods. If as a consequenee o( govern-

h. · h hsn ment spending people have more money to buy t mgs Wlt 1 

thore are things to be bought, prices tend to rise. 
Now theoretically it ought to be possible (or a country t.o finanee 

h d r • h · e ·1ncrea·- 1n money a war or uge erense program wu out excess1v """"" 

I 4 I 

and in prices. There are four areas for action in seeking to accom-
( -ptish this kat. 

1. Keep down government spending. 
2. Collect large taxes. 
3. Divert the people's savings to meet war coots. 
4. Control the ell'e<:ts o f inereased buying power by 

controlling p riees and consumption. 
Germany has been active in a ll four fields. Its war costs are kept 

down by paying low wages and requiring long hours o( work. It col­
lects large taxes. It forces business ond individuals to buy govern. 
ment sec:urlties and so divercs savings to war uses. It prevents added 
pun:hasing power from raising prices or eompeting for goods by 
rigid price control and rationing most a rticles of consumption. Even 
so it appears from the available figures that Germany is not avoid.­
ing some substantial incre.ue in money. The government is borrow. 
ing from the Central Bank and from the private banks. Both the vol­
ume o( bank credit and paper money circulation are increasing. The 
usual effects on priees have been avoided as yer, partly through the 
dinect control of prices and consumption. But the very fact that 
there has been an increase in credit and in the government debt leads 
to some doubt whether eve,n with her controls Germany can in the 
long run wholly escape the normal consequences of war finance. 

But for us the significant part of this analysis is the complete and 

{
detailed governmental control of the economic life o f the country 
req uired by this sort o( progr•m for avoiding inflation. The analysis 
makes it dear why wars h11ve in the past practically always m~ant 
inflation. T he easiest way is to borrow. Few countries have been 
prepared to subject themselves 10 the Stringent and thoroughgoing 
control implied in the formula suggested above, and practiced in 
Germany. 

In the face o( these (acrs the question which inevitably arises is 
how a d~mocracy can compete in war ";th a totalitarian state which 
is able to control all these elements. Certainly it ..-ould appear on the 
surface that any dernocraey is at a great diudvantage compared 
with the authoritarian state. How can we meet this situation? 

R EOIMBNTATION Oil D£MOCAAC:V? 

In war or a huge defense program like ours there are two directions 
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in which we might travel. One is to copy the authoritarian methocb, 
10 become ou~vcs a socialiuic state in the scnse that the go•..,._ ' 
ment would be given absolute control over the life of the people. V 
It is appalling to discover how many people are willing to adopt that 
tort of solution for the present problema of the United States. In 
order to combat Nazism as a form of government some propooe th.t 
we surrender in advance, and adopt that form of government -· 
selves in the hope possibly that when the conflict is over we might 
be able to revert to a democracy once more. T he proposed cortel plan 
for South America was an example of exactly this sort. It was 1 pro. 
posal to establish complete authoritarian control over the produe. 
t.ion and marketing of goods. It was fortunate that this plan died of 
its own weight before the Havana conference, and that conference 
under the leadership of Secretary Hull, adopted wiser and more lib. 
eral proposals. T here are other examples arising constantly in recent 
discussions of legislation before CongrCM, such as the proposal to 
take over plants for the defense program by force rather than estab. 
lishing conditions for and a spirit of cooperation. 

Certain <ompulsions beyond those of peacetime arc unquestion. 
nbly required in time of war nnd emergency, but how far must they 
go? Is there another alternative to complete regimentation of the 
lives of the people? I believe there is, and that it is to be found in 
the capacity of a democracy for analyzing ita problems and for sub. 
jccting itself voluntarily to the disciplines ~~i~.by ~e sit~ari"?·l 
It is our democratic faith thnt a people so dascapltnmg atself wall wan 
wars from a people enslaved by its government. Woodrow Wilson 
Stated it, "The highest and best form of efficiency is t.he spontan<OUS 
cooperation of a free people." . . 

h is worth recalling that we fought and won the last war an thiS 
general way, nnd that the inftation in this country wa~ limited,_ at 
least in some measure, by deliberate forms of self-restraint. We hm­
itcd the expansion of bank credit in two ways: first, by the Liberty 
Loan campaigns, through which a considerable part of war COlts 
was met out of savings rather than bank credit, and second by ~­
untary curtailment of enterprises requiring credit. One of the speoal 
restraints which applied particularly to the country"s money was 
that the government did not borrow directly from the central baak, 

I 6 I 

although the newly created Federal Reserve Syatem was available 

(
.,.a facility which might have bcco abused-

On looking back at the war cxpcrienee we can now oee that there 
were a number of other steps which might have been taken which 
would in retrospect have limited the infla tion. T he moot important 
lapse perhaps was that we were not sufficiently conscious of the price 
problem; and business, labor, and government did not resist sulli­
ciently the upward spiral of costs and prices. We arc to-day fortu­
n11ely much more conscious of that problem, and there hAJ already 
been ddinite voluntary resistance to upward price movements. We 
•~l moreover, starting this defense progra1n with a level o( tax rates 
in dfect far higher than was true at the beginning of the last war; so 
that in any period of expansion we should be likely tO collect taxes 
more rapidly. 

PROBLEM STI LL UNDERPl\ODU'CTION' 

A more important difference still betwcen the present position and 
that of the World War is that we start thit period of national defense 
with substantial unemployment, with large excess supplies of food 
and raw materials and with the volume of industrial production far 
under the country's reasonAble capacity. That is a distinction which 
should greatly affect the policies to be adopred. For if we revert to 
our formula, which waa that inftacion took ploce when purchasing 
power increased more rapidly than production, this country has 

( o.day the facilities by which a further increase in purchasing power 
may, with wisdom, be paralleled by largely increased production. 
Hence inftation should be easier to avoid. In theory at least there is 
no inherent reason why a $5,000,000,000 a year defense program 
should not be added to our present national production without sul>­
stantial decreases in the rota! of production for other purposes. We 
have the labor, we have the money in super-abundance, nnd we 
have the engineering and business ability. 

Our industrial position is quite diiTerent from that of Germany or 
England for th05<: two countries arc working at approximatel y max­
imum ca~acity, and they can only produce •~di~onal war ?'at~als 
by reducing their production and consumpuon 1n other d1recuons. 
What they need is a redistribution of their national effort. What we 
need is a stimulation of our total national effort. While England and 
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Gtrmany may ~uire mtthocb which will cut down tht . • 
. . dir . k ........ 

contumpuon m one ectron to ma e available man po 
. · we:r tnd... '-

capacity forth< dtftnse provam, we do not need as Y« to cu d ,. 
. J . b h . town 

our n~t1ona consu_mpt~on, u.t rat er to m~rease it. We have betn 
sufrtr~ng fro."'. ~nder-stlmul•n.on, and that IS still our problem. Our 
need JS for tmnaove, enterpnse. ha.rd work, increased produt · 
W r bl . addi . h th ., lion. 

e .ace a pro em lD tiOn rat er an subtraction. 

D£PEI<SB eo .... Ftur 

Two qualiJications, however, must be made. The first is that, •hik 
as a w.hole ':"e have exca.s production potenti~liti~, there are many 
areas In wh1ch the defense program w1ll requ1re diversion of skilled 
men and machines. Where defense and peacetime programs clash 

defense must come first. Our guiding principle cannot be "business 

as usual." We face a situation ns <..ritical as though we were actually 
t\t war, for our avoidance of war and our future position and inAu. 
ence in the world probably depend on prompt arming. Our dofea1< 

program is laggard, held back by red tape, teChnicalities, a failu,. 
to put first thinS$ first. Nothing must now stand in irs way. Conc.n­
tration on this program means readjustments by business, labor, and 

government, some of them painful and laborious. It remains to be 
seen whethtr wt can make these readjustments rapidly tnough to 
meet the eme.rgency, and do it without so damaging our economic 
machinery as to impair productive power in other directions. I 

The second qualification to stimulation as an objective is that "''e 
launch our defense program under conditions which could be<lomc 

inflationary. Our present bank credit and national debt, and our sur· 

plus of bank funds are at ludicrously swollen figures. Our dtfeal< 
spending is piled on top of a huge annual budgetary deficit. We hl\'t 

been on a wild governmental spending spree and our habitS and 
powtra of control art impaired. As a people we have not suffered the 
usual consequences of these abortions and have come to believe we 
nevtr will, a highly dangerous frame of mind. 

Thus our prtstm problem is not simple but complex. We need first 

and foremost stimulation,-increased output. But we need seeond 
to begin to get under control sonte of our loose fiscal and monetary 

policies and powers. 

I 8 I 

One way of picturing t o ourselves thU confusing lituation in which 

f " e find ourselves is to atttmpt to visualize two alternative courses 

~·hich now appear to be open to this country • 

TH£ Cuotc£- D&Pa£SSIOK OR Rsoonav 

The first is to oontinue the way we have been going, that is, to 

concinue in the depression which has now lasted for nearly ten 
)'tars, with continued large unemployment IS a moral and social as 

well as tcOnomic drag on the whole country. In this situation and 
without substantial recovery tht defense program would become an 

almost unbearablt burden. If that program can be carried through 
only by a dtcrtose of othtr production and other consumption it 

means a further dtcreose in the standard of living, a dtcrease which 
might be socially dangerous at a time of large unemployment and 

sub-standard consumption in many population group.s. This is not 
the moral otmosphere for an energetic defense tfrort. This course 

would leave us at the conclusion of war with 11. gre.atly weakened 
economy. 

!\. gloomy outlook indeed, but not an impossible one. If we con. 

rinu< to follow public policies which discnurage business enterprise, 
and if in a zeal to avoid inflation and dimin:ue profits we place pre­

mature checks on production and consumption we may find our. 
selves, after some temporary lift, in continued depression. 

( The second alternative is that, under che stimulus of the defense 
program we might again put the whole nndon to work; so that the 

defense program is addtd 10 and not su btraettd rrom our present 
output. If we thus lift the total national income thtre will be large 
increases in government tax r«eipts, and decruses in unemploy­
ment which should make possiblt large reductions in relitf expendi. 
tures and thus bring the budget nearer to balance and lessen tech. 
nic.al causes for inflation. But more important still a nation at work 
without the drag o( unemployment is a more e.ff'ectivc nation both 
for defense and for progress. 

The pursuit of this stcond course might indted lead us to the point 

where over expansion nnd inAation, resulting from the more active 
use of money already created, might become 11 reAl danger and not 
just a bugaboo. We should ha,-e to be alert to see its approach and 
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uy to avoid it, but only when it really threatened. n.. madUn 
should be prepared in advan= rry 

Clearly the seeond course is the only sane choice. If we , . ,} 
It . . sl d . .u· tl prtaer at 

we must see It conscaou y an ant agen y. That means two 

of action: I, the encouragement of enterprise and production ':;"' 

preliminary tteps in getting under control the potential fact';. ~ 
inflation. 

0 

How TO ENcooaAo& PaooucnoN 

W hot arc the essential s teps of public policy which must be tlk 
k " h d" "l en to ma e progress 1n t ese ueeuons . As to the encouragement ( 

e.nterprise the story is long and familiar but it certainly intludes ,:e 
n~d of • vigorous and ac~ive se~urity market, less hampered by 
stnngent controls and tcchmcal ruhngs and laws. We need a revision 

of the labor relations act to give the employer as well as the 
employee a square deal. At a time when the aJI.important task is to 

increase efficiency and production, we would do well to consider th• 
dfccts of mandatory provisions of the wage.hour law wit.h rapeot 

to reduction of working hours and payment of overtime, which tend 

to raise costs and prices both to the governmen< and to the general 
public. We need railroad legislation to help clear up the debris o( 

insolvencies. We need revision of the utility holding compsny act 

to open the way for the utilities to finance, through the open market, 
additions nnd improvements. We need an intelligent and sympa. 

thetic administration of these and other laws. We need a careful 

revision of tax htws to encourage and not discourage enterprise. 

AvotDINO l NrLATJON 

But on the other side of the picture we must begin to put our house 
in order against the time when expansion may be followed by over. 

expansion and inftation. Here again all that can be done within the 

compass of this discussion is to suggest somewhot dogmatically scv. 

eral avtnucs in which action is desirable. We surely must get tla< 
go••ernment budget undtr better control, and &hould make a begin­
ning at cutting expenditur<S outside the ddense program. With any 

recovtry in business activity that should not be too difficult. Lik<­
wise this is no time to be launching forth on costly long-term stat<, 

county, and city undertakings which will place added burdens on th< 
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rupaycr and compete with the Federal Government in the marketa 
r .:c.Jabor and supplies. The mechanisms of monetary control greatly 

'-clistOI"ted by the depreasion legislation need overhauling. lo partic­
ular it is unnecessarily dangerous and disturbing to confidence to 

continue on the statute books power (or the President to issue 

$3,000,000,000 greenbacks solely at his own disuttion. In similar 
position are the power and in•truction to buy huge additional 
amounts of silver and the power to devalue the dollar still further. 

The repeal o( these powtrs will concentrate monetary controls more 

fully in the Federal Reserve System, where they belong. The Federal 
Reserve legislation itself needs review as to the System's real inde­
pendence of politics and the adequacy of its power of control. 

We need to begin to watch more carefully the movement of prices. 

Theoretically an argument may be made for a somewhat higher price 
le•·d. Practically an upward movement is so difficult to control once 

it gt:t$ under way, and dislocations of the whole cost structure a.re so 
disturbing, that we should probably do better to rely on volumt for 
r«<vtty rather rh:an higher prices. Bur nowhere is it more import:ant 

to keep our processes within the democratic fnunework, for price 
fixing is a highly dangerous process. We •hould certainly review 
those acu of Congress which have created in several spheres the 
machinery of monopoly to raise prices ddiberatcly. The best way to 
:avoid price inflation is to produce abundantly. 

( 
Tht mechanism of financing the defense program needs study. I( 

nflarion really threatens we need to collect more tRxes, sell bonds to 
savers rather than bnnks. \Vc ought now to finance defense indus. 
tries as far as possible pr,ivatel)r rather than with government funds. 

But here:-, in the case of U\xes especially, we run into trouble. For 
our two objectives are contradictory. Stimulacion requires lowering 
some tax rates, control of inflation requires high rates . . ~ctu•lly the 
c:on!Tadic:rion is less ch11n it :appe:ars, for some of the present r:ues are 
so high that they pass the point of diminishing returns. They pena). 
iu the operation taxed t·o a point where it is avoided and tax rtrumt 
thereby reduced. :\t present any conflict should be resolved in favor 
of stimuJation r3thcr than control. The in8arion danger is latent, not 
immedi3te. It must be prepared for, but it is too early to put repres­
sive controls into effect. In taxation, for example, we do well to let 
people earn some money before we take it away. 
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WHAT 8ANUU UN Do 

Up to this point we have been talking largely about what~ 
people ough.tto do. What responsibilities have we as bankcra in theoe 
matten! 

F'mt comes our responsibility as leaden of opinion. We know or 
should know more about these matters than most other people· and 
the time has come when we may speak out more freely. ' 

Second, we have a direct responsibility in financing the defen,. 
program. I t will come to our desk in two forms: theehance to finance 
directly busine» working on defense orders and the chance to lui>. 
scribe to government bonds. The direct financing is complicated and 
difficult to arrange safely; taking government securities is easy. But 
for our own good and the good of the couotry the more we finance 
directly and correspondingly the less government securities we buy 
the better. As we finance directly we shall put good business on our 
books, and keep the banking business in private hands. To the e~o 
tent we turn the business over to the RFC or othtr government 
agencies, we encourage the government in taking over the banking 
business and increase the government debt and the danger of in8a. 
tion. Admittedly, there are serious difficulties in lending for defCftiC 
but they are difficulties we should seek to surmount. 

Let me summarize by suggesting srill another approach ro this 
situation. We have been looking for a new industry, like outomobilcs, 
to lend us out of the desert into the promised land. MOll)' have fe,. 
thnt only so could we get our unemployed to work, get the wheels o'f" 
industry stirring, nnd get rhe nationa1 income up. Here is a new 
industry in the form of a defense program,-a tragic sort of a leader 
-but one on which the nation can again unite after some yean o( 
bickering nnd disunity and lookiog for scapegoats. We all know we 
must get resuhs and must operate efficiently. For our place "• 
nation and the preservation of our way of life is in the balance. 

Can we rise to this challenge? Have we the energy, initiative, and 
national unity for the speed of output we muSt have? ~·? "' .w 
u.nely and reasonably so as to carry forward this ne" acuvltr Wlth­
out disrupting tho economic machine?lf the wheels start turn•ng too 
fast have wo the wisdom and courage to keep it under contrOl! And 
can we do this within the framework of democracy? These are our 
problems. 
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TREASURY DEPARTMENT 395 

INTI!Jt OI'?IC& COMMUNICATION 

... o.. Nr. Ooobzou 

STRIC TLY CONFI DENTIA L 
.U 11100 thla aOI'IliJIC ~he 8w1aa lUnh~ar oalle4 on aa '117 appoLD~c~. l!a aake4 

""•~er I could ciwa h1a diii'Wte 1Da~ructiona tor the IQ14allca of 8w1aa bank• 1D 

the Ulli~e4 Stataa ill •••~iDC tho roqll.lr••h ot t he 'lroa11>r7'• control of tora1p 

tv.n4a. I toU tho Miniater that the o~ publ1aha4 docuaontatlon on the w.bJaot 

oonahta4 of the .,...i oua or4e:ra and :ra«ulatlona, which a:ro nov bol:ag oo~~p1la4 in one 

piiiJ'bllt. ot dich I a to pron4e h1a a capr. I e44a4 that the ottlcera ot the 

7a4a:ral haw.. lleJilt 111 Iev Torlt al>4 ~hoae 111 ~~ 'lrao11>r7 4ealiDC wUh the con~:rol 

ot forolp IWI4a a:ro alwa71 a'fallabla tor collsultatloll. I a44a4. howawar, ~hat ~he:re 

waa no w:rUtn tonrulatlon ot polley which would aaot ,Juat the noa4 dich ho allltlona. 

I told him that wa a:r• oonata:ntl.y donlopiJIC our qat• of oontrol and that anntuall.y 

ve ahall. porhapa ba 1D a poa1t1on to &1'1• claa:rer cu14a:nce to the hallka. 

na MWatcr •••-' pr111c1pall7 eoncama4 b- of ropo:rta that tranaaetloaa 

of the 8w1aa llalllt Corporation al>4 ~h• C:re41~ Suiuo 1D !lev Torlt vera loolte4 UpOll with 

r uap1c1on '117 eo:rta1D official a of our OoTiriiiOIIlt. I told t ho M1n1ater that I ... 

'-not ava:re that uq eha:rcu ha4 bee 11&4o agaLDat a1thor ot t hea& baD~< a, a11d I ac:roe4 

to let h1a ltiiOv U uq OT1denee of vroll&4oill& on the part ot 11 thor of th• ahould 

eoao to rq attolltlon . !l'ha o~ ganaral adneo which I could che vaa that thou 

bazllta , aa vall &I all hallka, ahould diii'Wtel.y &TOld aJST 1 cloak" tranaoetlolll. !he 

Nlniat.r Ulldooratoocl. t hat 8w1turllll14 aisbt be aUpoct a4 ot aiMII& ao a coTOr tor 

Ooraan oparootlona, but he omphaahed hia collt141nco ill ~he Swlaa bellltora and ill thoir 

COocl. buoi11111 Ju4pent Which would preclude their Oa:rr7ill& Oil operat10ill ""ieh did 

not mea~ our approTal. 

!he M1Dia~or 1o aUU uchappr bee...,.• of tho l1t1gaUon 111ta:red '117 ~he Depa.rt;mon~ 

of Juatieo &Cain•~ ~he 8w1u llallk Corporation 1D lev York, 1nT01TiDC ~e ol4 .l.llc 

Propor\7 claia. l!e h&4 nacot1a~e4 towa:rd aaieabla aottl•en~ of ~hi• JUt.tter with tho 

Dopa:r~mont of .ruaUco, when the euit waa 1na~Uute4 without &117 hint to hi= that cueh 

aotlon vaa b&111& contoaploo~a4. 

'lbo Minhhr ahowe4 •• a cable oddeh ho h&4 troa a ••ber ot the Swlaa Pa:rliMct 

tn rogar4 t o tho eaae dich tho Jorelcn l'wlda Colltrol haa h&4 brout;ht ~o 1h atteUoa, 

illTOlTill& ~ranater of ah&raa of a chealcal concan, oobout whooa nat1onallt7 ~here h&o 

been aoao queaUon . I told the Minloter that 11 be ca:re4 to ctn •• a 0/JpT ot t hia 

cabhcrooa ~oga~er with tho euba~a11ca ot one froa hio 0o'f&1'1111ont lll4ora1DC t he at&te­

unt aa4a 1a tho •••aaca froa the M•ber of P&rl1uent, I would be Cla4 h nbalt thh 

a ev intoraaUoa to rq collaocuea who paaa 'IZpOn ouch appl1ut1ona ae ~ha~ !Ue4 in 

boh&lt ot the cheaical ccawan7. 1!1 proaiae4 ~o write me a lottor 1D ~bo praaiaea . 
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......... ,. 1,_ 
llr . ...... 

.t.t 11100 '"• - he I tel ...... llr . Clutt , la ~ et .._ ...,&1M t.­
ef tile ..,.,..._. et ••••· I rll- • • t iM _....._ lilt wttll , .. •••• 
Doopan-• ....... tate 11 .bean 26, l !!lio. ~ tu la'll•• •"'•• la recut •• , .. 
pu~ . -. ... fll , .. le1claa o...,. . I r ..Sal ... llr. 01an , .. , .. aa4 11r . ,..,..,_, 
attar - ..U..t• wt_. tuu .., ..... atttoan la tiM ............ , 11 ~tate, w • 
'"" oooael•• !.Mlaat ... till uol.ra et tu ~-• II •ate .._, tiM fl'aaiiU7 la 
l h aaat" l If feretp ""'' teal u~ wt_. tM Jel&lu ...... 1 ...... ..._ 
·-· t'Mt w .-. k'Uac., ......_ •U• '-" ,..u.c a Uetet. ,._ tM ltat• 
~· ..... 1lllt.atller ........... If .... ... .-14 ........... -'7 . ..... 
Jal&laa 0...,. "' -·ct• , .... ~ ... - eta ... .. , .. laM. 

Attar -altlac wttllllr, a....a.. .... llr. lll&l't< ..Uat M ..,._ tllla -· h 
doh tllat till •ate llet.,._t ....... , tllat tiM frea...-, eaetlae ta 'M •• U\aftl 
•• pllal\l.a la 411llac orl_. u ...... laftlwtac tile lelctaa 0...,. . file ltata 

rparta•t ,...,...,. .. , ll._, tllat .. t14 Mt ralM tbe quaUn •• to wllotllw till 
Jalclaa 0.... -J•:ra a •••••• alallu h _.., at laelut. llr. 01ari< '"'1alae4 t llat 
the ...... of Joalut lla4 'Mea 4at1alh1T ena\llabe4 - , ..,., a&e. 0. tile ••• 
...,., till ••ta llapartltaat 11 f allawtac aarahllT , ... 1.,.nh wt_. reop11t t o , .. 
hlcl• ....... la •rt• •• - " · u . . .... -w ~ ..... 1'_. ....... 
17-&ltat ltaha Mnlt ae_. tloot lelctaa la'"n.•t ... lh ..... hat •• , .. 
Jal&laa 111alnw II Oelaal•• ... lllalohr loatt If fte ua- la ~. P111'lat 
ad lpMk - la ~. tFTbc t• cat ta Leetaa. Ow llefart_. af ltah llao tat ..... 
.,. .... la tllll.r llalle1t t77bc •• a 11lat t llal.r tra'nl eat at e,.la ta .., ... . lhu 

- '- ...... lr - atflalala ta penh tiMII _.._, at , .. lel&ta 
,. __ , t a baft1 lila tile -.alt .. •at••· 11M tw •w..t -'-• la ~ are 
aoCipt ... ea npre .... lac ... Je1ctaa laowtao.t . "'-' aa4 tllla , .... u ...... le 
3rale llan ' • • .,,... till aatbeJ'ltT tn. 111lllil tiM r aalalea --· af tu aaM,... 
haft retlp a4 . 

At 12115 ,..., .,._ • • ln\a at till k1ctaa •"'•• taloopllaaM ... Je a.-. 
whatur . ... .... .,.,.,. "'" ............ !~'ea.-, .-~.. tall lila la l'apr4 .. tllle 
........ ..... ....., ........ ~- ......... • ..u loot -· Cllac .. .... 
Tart tllla aft- .,. -u - llr. llln 111llla ....,., • 11&1 a1el tat .... oht la 
t lla ... ... at Ue Itala ~ .a. I taU ._ 4e lrUa tllat 1111 _.11 _.,.. 
1 w -... u ......, wtn u. • ., .. , "' et ..... ..,u ""' ".- •• M&laa o.,... 
oae ••• ..... ~ • ...._. ,._ .... Tan 111 .u.l-4 , .. .,._ .. ..,u ta 1ean •• 
tu tr.-, altlkt ... ,. ta _, lr ••• u .. wttll ".,... 'Mtll •• ..,., •• ca.,.. ... 
t~a laP ltala Jelp. J• ear a.nr•U•• Jaooaa • • lrUia -'l.,.. tllat tM 
.................... - _, .... till ... Jtale lal4a b ............... AI' ... ... 
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TREASURY DEPARTMENT 

INT£1t O~IE COMMUNICATION 

'"""' Mr. OochrP STR IC TLY CONFIDEN TIA L 
Official tal eo of Bri Uah-oVMcl. cl.olliU' 11oul'i U•• UD.cl.er tbe Teat ill« orcl.er 

effootiTI Jebruar,r 19: 

Wo. of Share• $ Pr ocoe4 o of lfoal.Dal Value $ Procoe4e of 
Sole!. ShAre• Sold. of Bondo Solcl. Bonde Sole!. 

Septe&l>n 16 1,8~ 56,617 50.000 Z7. 763 
17 10,79 151,595 22,000 12,~ 
18 12.625 111s,410 22,000 12, 

19 },}00 64.912 10,000 ').679 
20 4,6S9 147.7~ 15.000 8.595 
21 2.2~ ~.41 11,000 10,021 

35.498 71},017 1}0,000 76.76o 

C.;,u,, f1'0• 
!'tb!'UIU')' 22 to 
Sopteabn 14 1, 48!1,280 ~1,z2z.~ss 4,lz2,ooo l .~4z ,661 

'l'O'I'.AL !'E!IRUA!IT 
22 '1'0 S!P!ZMUR 21 1 ,521,478 52.510, 6o5 4,502.000 3.624,421 

Mr. Pillltllt reported tal" of DOD-Tittle!. aiCIIrl U.11 for \he week ended 
Septeaber 14 t otaled $200,000. 
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