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GROUP l!EETING 

Present: 

H,l!, Jr : 

Bell: 

H.ll. Jr: 

Bell: 

H,l!, Jr: 

Boll : 

H.l!. Jr: 

Bell: 

H,M, Jr : 

Mr. Gaston 
Mr , Haas 
Mr . Pehle 
Lfr , Thompson 
llr , Foley 
lfr , Cochran 
Mr . Chamberlain 
Mr. Y.lhl:te 
l.!r . Sullivan 
!Jr. \Iiley 
llr , Graves 
J,!r , SchT1arz 
Mr. Bell 
Mr. Young 
Mrs Klotz 
Mr. Robert liorgenthau 

Vihat is ne\'1? 

llovember 29, 1940 
9:30 a .m. 

In arranging for the Open Uarket meeting on 
\'/ednesday of next l'teek, did you want me to 
ask Jones? I didn' t . 

No , I don ' t see any reason, 

I think he was at the last one. 

\'/ell, that was a little - -

That was the reason I asked you. 

Did you want any memoranda or papers on the 
Argentine matter that you would like to read? 

Well, is Espil - he is coming i n at 10:00 
Just to introduce t his fellow, and I think 
lf I could honestly say I don ' t know, it 
woul d be much better, but I would like you 
here when he comes , 

At 10:00, you say? 

Yes, I am waiting to hear from you, you know, 
on t.hat now, 

1 
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Boll : 

H.ll. Jr: 

Bell: 

White : 

H.IJ. Jr: 

Bell : 

H.l!.Jr : 

i"lhite : 

H.L!. Jr: 

Vlhi te: 

• 

- 2 -

You are waiting to hear from me? 

Yes . I asked you to look up what they did 
on Chile . 

Oh, yes . 

That is ready this morning. I can tell you 
orally, or it is ready i n a memo. 

Vlell, that is the way we left it. 

' 

That is all right. We are ready any tU!e that 
you vre.nt to sit down and go over the whole 
matter. 

May I just say for everybody, this telling 
me you are ready- if you don't mind my using 
you (~bite ) as an example - you mentioned to 
me in passing, riding up to the bouse, same­
thing about Dr . Soong, but you don ' t tell 
McKay - if you don't mind my using you as an 
example . If anybody wants me to see anybody 
and make an appointment, I can't remember these 
thin~s, so if somebody wants - besides men­
tiom.ng it to me, would you mind mentioning 
it to llcKay. 

I merel y 1'18llted to kno11 nhether you would 
like to see him and I told htn to get in 
touch 11i til Ur . McKay. I didn' t expect you 
to 1!18.ke the appointment. 

~ell, he did call up either last night or 
this morning, but I can' t remember . But it 
helps me. 

Right. So I understand, hlr . Secretary, that -
aren't you going to have a meeting on Argen­
tine? 

H.ll. Jr: Yes . 

2 
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.. hi to : 

ll •. i . Jr: 

· .. hi te : 

:.: . . :. Jr : 

· .. 11itc : 

E. • Jr: 

· .. r.i to : 

.. . .... . Jl": 

~ell : 

! . . :~. JJ' : 

: :~o . .tpson : 

Gaston : 

- 3 -

I 1: ee.n nothin;- definitive is (lOing to be 
done until --~ 

Uo, no . They are comin1· i n ttJis morning 
juct to introduce thb rolloll , 

::a, that is l"l;u:.t t hey tolclt1c last ni-:-hi . 
!Jut there ls nothi:ti; :;oint; to ~e :aid"'c.bout -
no definite opinion'( 

.. ell, I ·:.oul.:..."\ 1 t thi nk of e.~provin:; it d th­
out :'irst te.l!<in,.. t o ~·ou . 

~ clidn' t ::e:u1 t ::at , but ! C.i<ln ' t tAi n:: :rou 
;-:oulC. t urn it C.o· .. n ~·:i t!H>ut ,.i vin- ::te a hce.r-

w ~ 

in::. 

Olt, !!arr:r, you are so suspicious . 

! a.T. :_-l ad it is just suspicion . (Leughter) 

i.ll r i ;:ht • 

1'hP. t i s all. 

"11 .. t J. _ r:~n . 

'.:.e Gureau cf the :luc! ··et ··es ter<le.;; ; an :.~s our 
:1; u:-es on our ' '2 esti=ntcs . I t!:inl: t here 
is on!·: one bureau i n t .1e 1·:hole denr.rtncnt , 
possioi~· I..O::$t r.ucr C. , t:.o.t ::li. ;:ht l .imt to pro­
t es t . 

'i'here al'e t\·:o thin s there that are !'ather 
sel'ious . 'J.'he ai do to nnvi~ailon the~· cut 
do·.-m to about ll thil·d nna tho:; have r;ot e. 
tePPifi c problem in Alnska and on the ~:ississippi 
River and some other nl aces, anu t:.e et hel' t hin:; 
i s t hr.t on harbor boats they allowed us only 
two of tlu! t ice- brce.kin: type of tucs . · .. e 
asked for foul' . ..e asked fo r 30 78- foot boats 
for ila1•!>or police 1·:orlc nnd they e.llo.-:ed us 10 . 
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H.U.Jr: 

Gaston : 

H. Ll. Jr: 

Gas ton: 

H.!.!, Jr: 

Gaston: 

H.U. Jr: 

Gaston: 

• 

- 4 -

They cut out the infirmary at the Academy, 
They can get along without that , 

Those particular things are rather serious 
items . They cut out all the additional light 
senders and lighthouse vessels which is -
which the Navy particularly asked for , 

Well, I don't often do any boasting but I -
we had a little time to spare at San Juan 
and I asked to be taken around on the A.B. 
boat. It was awfully noisy and I said, •There 
is SOilething the matter with the en~ine," and 
the fellow said, "Oh no, no. • I sud, ''Yes, 
there is. There h a piston rod bearing loose, " 
and there was. He dian•t know I used to ~lay 
ar ound with marine engines when I was a k1d. 

But here they are running this boat dsy and 
night and boarding all of these A~ trans­
ports that are coming in and they have got 
an engine running around vd. th a piston rod 
bearillg l oose. 

There isn' t an;y crank, 

So I think you ought to go after that stuff, 
Herbert. 

You mean after the --

Yore boats, 

Yes. 

I think you ought to go after them. 

They gave us the three big cutters( but I think 
we r eally need the loa-breakers and harbor 
boats more than we need the three big cut ters . 
I t 'i s the Navy that needs the three big 
cut ter s . 

4 

/ 
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H.!.!. Jr: 

Gaston: 

Thompson: 

H.1!. Jr: 

Gaston: 

Thompson: 

H.U. Jr: 

White: 

H.ll. Jr: 

mute: 

H.!J. Jr: 

Vi1u te: 

Bell : 

H.U. Jr: 

Young: 

H.U. Jr: 

' 

- 5 -

If you want some help, let me know, 

Right. 

We asked for 19 airplanes and \'le got 17 . 
They out out two t raining planes , 

But if you need some help, let me know. 

Yes , 

That is all. 

' 

Can I leave this in your (Thompson ' s) lap? 
This is a can, and if we could find him some 
work, I would like t o do it , He lives in~ 
district. This stuff keeps flowing in to me 
from Leon Hender son, This isn't you, Norman, 
this is price stabilization division, V.~o 
woul d get that? 

They mostly deal nith f oreign countries, yet . 

This is price stabilization, 

No, that is the name of the committee, isn't 
it? 

No, finance and amort ization of capital ex­
pansion, private and government equipment, 
government plants operated by private firm$ , 

Oh, that is the latest report . 

I would like to see i t. 

Supposing I st art with you, and oe:t somebody -
.I mean, that wouldn't interest you (Foley) . 

I would like to see it also. 

Excuse me? 

5 
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Young : 

H.M. Jr: 

White: 

H.J.!. Jr: 

Boll: 

H,ll. Jr: 

Bell : 

H.IA, Jr: 

Foley: 

White: 

H.J.!. Jr: 

Whi te: 

H. la!.Jr: 

Bell: 

H.M. Jr: 

Thompson: 

H,Jl,Jr : 

• 

- 6 -

I would like to see it also , 

Oh. 

I Nn wonderin~ whether there might be a criti­
cism in the digest appended, and then it would 
be pretty easy --

Would you handle it, Bell? 

ill right. 

I mean, when I get those things, should they 
go fram l!rs . Klob to llorm.an and then let 
Nol'lr.8.Jl Tholllpson find out who wants them? 

Just get the one copy? 

Evidently. 

I t hink that Leon Henderson se.nds us copies of 
those things and I send them to Chuck Kades . 

I get one, too , I think he will be glad to 
send them to whoever you want to indicate. 

I want·somebod;y to read it for me . 

:we have four now, and they are being digested 
and cOCIIllents made, and then the7 will be sent 
to whoever is interested. 

ill right. 

Would JOU like to get a memorandum back onl7 
in case there is something --

Which I am working on. Okay, Norman'l 

Yea. 

Harold? 

6 
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Graves : 

!t. J.:. J r : 

\ .l\i te : 

~ .!.! . Jr : 

!;';.Ill ivan : 

·.n~i te : 

h.!.'. Jr: 

:.hite : 

Schl'mrz: 

Ji. Jl. Jr : 

nothing. 

Harry'? 

- 7 -

'.le woul d like to got your permission, if you 
think it is desirable, to oxnmine the inco~e 
records of nUillerous cOIJpnnios who are recorded 
i n - as being among the British assets , as 
being t he only way that we can get e.n i dea of 
their current value . There are quite a fer1 
of then. 

~·;ell, I •-;ould like you to take it up through 
Sulliver. and he will get you what you nant. 
I •1ant you to have r:hat you nm t . 

Give hin Yihe.tever he wants . 

Okay. 

All right. 

Here is the thin~; from KOJ!Ulrck on the shipping 
which shov:s much less destruction and --

Isn It the. t funny'? I ··:as coin~; to ask you about 
that last night . I droaot of that . 

It is another dream. It seems to be ouch less 
than what the press seer. to be ref.ortinc-, but 
as you kno>:, t hose come from our 1lavel futelli­
gence, so - I mean -- (Laughter ) 

If the press i s right , they are \'II'ong, or vice 
versa . 

Which do you think? 

I \':ant you to know we have a - what are you, 
able seaman? Mr . Rober t l!orgent hau, apprentice 
s elllllllil . 

7 
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\~bite: 

H.JJ.Jr: 

Gaston: 

H.!.l. Jr : 

l..'hi te: 

H.J.: . Jr: 

Ylhl t e: 

H.ll. Jr : 

White : 

H,IJ. Jr: 

r.hl te: 

Gaston: 

H,lJ, Jr: 

Vlhite: 

Gaston: 

' 
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This was before he joined. 

I don ' t want him diaoouraged, 

Harr1 is just pointing out that the intelligence 
i s onl y rel ative, 

V.bat do you mean, total excluding the Axis? 

i:ell, those are the shipping - not including 
Gel'tl.flll ships sunk and Italian ships sunk. 

That is surprising, isn ' t it? 

If those figures are at all right, the situa­
tion is not - won't be critical for some t ime . 

The shipments of lubricating oil to Ja~an 
hava been tremendous, a quarter of a b~llion 
barrels in the last four weeks . 

Can I have it for lunch? Frank Knox is having 
lunch ·;d. th me . 

Yes , But scrap iron has stopped. 

Scrap iron has s topped? 

In the last three weeks, no scrap iron . 

r:e are still granting courtesies of the port 
to official Japanese vessels which come ~n on 
the Pacific Coast to take on·cargoes of gaso­
line, fuel oil, and lubricating oil . 

But scrap iron is stopped? 

In the last three weeks there has been no 
scrap iron. 

October 16 was the cut- off date on licenses , 

8 
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H,M, Jr: 

Sullivan: 

H.L!.Jr: 

Pehle: 

H.M.Jr : 

Gaston: 

Pehle: 

H.l!. Jr: 

Young: 

H.M.Jr: 

Gaston: 

' 

- 9 -

What happened yesterday interests a number 
of people. It is supposed to be secret , 
Admiral Land was in here and there is evi­
dently a deal on for us to buy the Danish 
ships which were in our ports . The President 
has approved it providing that the money that 
we pay goes into the frozen funds . That is 
why I mention it here~ it will affect so 
many people, Philip Ioung has it and he is 
going to ask Foley to look up the law on 
the thing, how it can be done, because Land 
didn' t know just how to do it , He said 
nobody in his shop was working on it . 

Who owns the ships? 

I believe it is en American company. 

Isbrandtsen & Moller, isn't it? 

Yes, 

Do the¥ own any ships or are they simply 
operat1ng agents for those Danish ships? 

I think some are one way and some are the 
other. 

Well, the point ia, I gather from what he 
said that the Englieh liave tried unsuccessfully 
to buy these and now I think he h talking, 
isn't he, about having the Uaritime Commission 
buy them? 

Yes, anybody buy them that oould get them 
away from the Danes to resell to the British. 

But I am mentioning it because so many people 
will be interested, 

He did have a good 111111y queetiona came up 
about these ahips. They are considered 
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Sullivan: 

JI.U. Jr : 

Pehle: 

I! .JJ. Jr : 

Young: 

1.1hl te : 

Jl ,M. Jr: 

\',hlto : 

Bell : 

H.!!.Jr: 

\Iiley: 

lohite: 

H.J.!. Jr: 

• 

- 10 -

generally rather bad ac tors , 

What goes into the frozen funds , the gross 
or the net? 

I don't see Vlhy either should if it is an 
American corporation . 

It is owned beneficially by Moller, who is 
in Denmark. He has a very large interest in 
it. 

\iell, Phil, you can see hovr many people are 
interested. \ie threw it into Foley ' s lap, 
didn't we? 

Yes, sir. 

In the l ast three weeks - four weeks, t here 
has been - German balances here have declined 
by more t han ho.U. 

\'/here did they go? 

Either into American sources or out of the 
country. I wouldn't know. But they have 
disappeared so far as our control is con­
cerned. 

They have gone into Swiss 

l.iley, in your letter f or me, you might see 
whether you could use that , 

Yes, sir . 

And also the Italian balances, you know, 
have declined, 

Pick that up, too, wil l you? 

10 

Regraded Uclassified



i'lile;r: 

C ochrllii : 

F. .!!. Jr : 

i'lhi te: 

li . :.!.Jr: 

Gn~ton : 

\','hi te: 

H.!t. Jr: 

' 
' 

- 11 -

There rms one big Italian movement to South 
America recently, a million and a half . 

'!'he German ba1Mce has gone to Svti tzerl and, 
Sweden, and Port ugal . 

And that does not include the l ast two weeks . 
Vie can' t get those figures until a week f r om 
now, so it might be substantially L1or e than 
that . 

Ur. i'iile:r is vii'iting ce a letter over the 
week- end for additional ar~ents on why 
we should freeze all fundal so if anybody 
has any ideas, if they r.oUl.d give them to 
L:r . \Iiley, he can incorporate them in the 
memorandum for me . It is a follow-up letter 
on the one which vtas TII'itten before. 

11 

I think we could take a list - there are at 
l east 15 or 20 cables thnt indicate what is 
happening to funds that would be very effective 
ana they just could be listed and appended to 
the letter. 

If anybody has any ideas, if they would give 
them to 1ir . \ Iiley, he can incorpoi>a te them 
for me ·so I can have it Mo?day. 

I Tias surprised to see in Time !.ragazine this 
week an article on freezing all the funds, 
by a State Deparblent Aide . 

That has been going around ·to all the papers, 
the Star, the Merry- Go- Round, and the Nensweek, 
last week. 

You would be i nterested in Lindley' s col umn 
t his morning . 

I haven ' t seen it. 
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It is on the British assets . 

I just Ynmt to call your attention to the 
fact that there is --

Chick, fish it out of here . 

I think you would be interested, if you 
haven' t noticed it . \le hsve t;ot a billion 
eight million dollnrs of gold on earmark. 

~:bo bas? 

The United States has, on earmark. Oh, 
va.rious countries . France has 500 million 
or so, but it amounts to a billion eight. 

Good. 

On t hat note that you aent me up to the 
house, if you would have him come down, I 
would be glad to see him, 

I Vlill do that . 

I take it you kn0\'1 him personally. 

That is ric;ht . I will make an appointnent 
with Lieutenant llcKay. 

If you would, please . He is norr a Commander. 

I beg hi s pardon, 

'ilhat else? 

That i s al l I have. 

You read, of course, the article on al uminum? 

Yes. 

12 
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He said nothing about steel. 

You would be interested - at luncheon yesterday 
I said to the President, uouldn't he get after 
him, and he said, "I have been after him on 
steel and I can't get him to do anything. " 

13 

Ed Boots, Vice President of United States Steel, 
was in about ten days ago. I asked him about 
it and be said they couldn ' t possibly hope 
to meet the demand. 

\'/ell, I read mule I Tlaa aY1ay a story uhere 
one of the branches of U. S. Steel is increasing 
their production by 400, 000 tons in the Alabama 
district. 

That is half of one percent. 

One percent of the total steel industry. 

But it is 25 million dollars. 

He said they couldn't handle it. 

\'/ell, you boys have got to feed me this stuff 
and I will feed it to the President . 

They uill need all that, I guess. 

Are you through, Harry? 

Yes. 

George? 

I have got a very short version of JJr . Sexaur's 
troubl es . It is very urgent. 

Well now, we will go from frozen funds to 
ice Cl'eam. 
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They melt the same way, 

Is that funny? 

They are celting almost as rapidly. 

That is an exaggeration . 

\'/hat does he Vlant me to do, George? 

He would like to have you - there is political 
pressure trying to force a decision and by 
putting the preGsure on, they \Vill force a 
decision that he doesn ' t want , It will be 
a hasty one . \'.'hat he would like to have you 
do is to hold it up to give him time to Vlork 
on them over there and reall y get his case 
over, and he thinks if they take time out 
to go into the problem they will decide it 
his way, 

Do you know Paul Appleby? 

No . 

Call him up and say --

I met him once in your office here . 

Call him up and tell him the thinf and say 
that you don't know- I would tel him Sexaur 
is the p1•esident of the Dairymen' a League 
C<Kp, of which I am a m.ember, and I would 
like to br ing this matter to his attention, 
and could you come over and see him so he 
can get both sides of the story, and I would 
like to know, you see, Call up Paul Appleby 
and toll him who you are, and could you c01:1e 
over and see him. 

Fille. 

14 
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"I don ' t !mow the pros and cons but just 11hat 
is the si tuation'/ " ' 

I will be gl ad to do that . 

Isn' t he the Under !iecratary novt? 

he is the Under Secretary, 

Yes . 

He is a smart fellon . Call him up •~hen 70u 
co out . 

All right , I r;ill do that • 

I have got one other thing . I am runnin<> into 
so:ne difi'icult:r on this Transar.~erica chart, 
in cettinJ; matei•ial. All the material the 
SEC has collected is no1: on the Pacific Coast . 
They are hearing a case . And all the men who 
know the subject a1•e out there, so ;;e r:on 't 
be able t o get the chart for you by 1:onday. 

That is all ri&ht. Foley io breathless about 
it, but 7uesday oJ• \/ednesday •:ill do just as 
.,..ell. 

liell, I suggested to George that he send the 
chart to tlie Chief Zxaminer out on the ' .. est 
Coast and let hi:n bring it up to date, and 
then check it >lith the SEC people and have 
it brought beck here by •.:ednesday or Thursaay 
of next ••eek. 

Good, 

That is ell I have . 

Philip? 

I am practically swollen >lith a l ot of foreign 

15 
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purchasing items you ought to know about. 

You are what? \,'hat was the 11ord? 

I said swollen. 

You l ook normal to me. Take his pulse, Pro­
fessor Chamberlai n, will you? 

I haven't got a license to practice medicine. 
I am afraid I would get arrested. 

It did look a. little crowded, 11i th the four 
of you on that bench there . 

It is very congenial. 

Are you having lunch with Secretary Stimson 
today? 

I Ill!! not. 

Are you going to see him, on his letter? 

No . 

\"iha t bas happened on that? 

He celled me up, and I will repeat the con­
versation as near as I can remember it. He 
says, "I feel like a fox , • and I said, •ilell, 
I have been t rying t o smell you ell dayi" end 
he says "I am so busy I can' t even sme 1 
myself . 6 That was our conversation. (Laughter) 

So he said, "17111 rou approve of that letter?" 
I said, "I do . • He aaia, "''lell, you 'Rill do 
me a great kindness to let me out of lunch," 
so the letter is approved. 

I have an appointment with Budd at 10:00 o' clock. 
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Okay, 

(1[r. Gas ton left t ho conference.) 

So, Philip, you will havo to be good unt il 
tolaOl'row oornin3 at 9 :00, and l ike it . 

f.i~ltt . That is all . 

t:'hmberlcin : I ht.ven ' t anything pa:·ticular, ~!r . !:::ecretar;r • 
.. e arc v:o1•kin;:; over t:lio pro'!llem - the di1ii ­
sion is -::orkin.;; over the problem of tl.e 
wider freezing, but r.e haven ' t any --

'! • ..:. J1• : Is there anJthi:\t; doing that j'OU lmor. of? I 
sa1·: r:orman Davis and Lamont 11ere over there 
to see the Pr esident . Is there anything doing 
on food? 

Chc.lnbe t•luin : I \':anted to call you1• attention to that . 

l: .: :. Jr• : i1bn t is happening? 

Ch.n::!bet•lain : All I knol'l is that t:1e ~ukers are very en­
t husiastic about it, an~ I hoard an intercstins 
COi.lilJent on :.:r . Hoover t'hu t I thin:; ·.:ouli: be 
interest:.n,s to :;ou frou a ..uaker frie:~d of 
rune 11ho had had a len:- talk r.ith hi::!. He 
said F.oover said that t he food for :Urone 
ou:;ht to go particularly l.o :>clr;iUll encf per­
!lll.ps to liollanii, and he too:t the position 
lt shoul~ ' t ~o to occuoicd - unoccupi ed 
ft•ance . I 1.asn ' t able to r;et ti.e ar:::;U::Ienl.s , 
but it ne.s - he \':as obviously interested 
pnrticularly in Bel:::;iu:n. 

I saTI l.!r . Dave lle.nnon J:orris several days 
ago, who t ela me that ho nne• another gr oup 
of people wer e getting up a m~~orandum on 
the Bel gian needs, which he promised t o 
send me . I haven ' t had it ye t . 

17 
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R.U. Jr: ~ell, as far as you know, nothing has been 
decided, has there? 

Chambei•lain: As far as I knov1, nothing has been decided. 
If you like, Mr. Pehle and I could go over 
and see Mr. Davis and ask him. 

H.ll.Jr: I wish you would. 

Chacbcrlain: I wouldn' t nant to do it without speaking 
to you, but if you nould like to have me, 
I will see if I can get it . 

H.l!. Jr: Pickett, is that the name? 

Chamberlain : Pickett is the Quaker. 

' 

R.1!. Jr: If he has a memo wh7 he thinks these people 
should be fed, I would like to see his memo­
randum. 

Chamberlain: I can get that as soon as I can get in touch 
with Pickett, and I can find out through the 
Registrar's Office where he is . 

Pehle: \'/e have a memorandum with regard to unoccupied 
France that Pickett prepared. It was entirely 
definitive. · 

Ch.ru:!berlain: I think I know generally nha t view --

ll . !.:.Jr: I san that !Jrs . Roosevelt sa11 him, or same­
thing or other, and I think he is leaning 
toward doing i t. 

Chamberlain: He is not leaning, L~ . Secretary, he is 
strongl y and openly advocating it . 

li ,J.!. Jr: Oh, he is? 

Chamberlain: Ite is going to speak at a meeting of the 
Association a week from tomorrow. 

18 
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Has anybo~ in the Treasury got the reasons why 
he is for 1t? 

I think general ly he is in favor because he 
thinks that in t he first place, as a Quaker, 
he naturally leans toward taking care of 
people . lle thinks that there ia not only 
this great weight of r efugeos from northern 
France but - and f rom Bel gium - but there 
also is this new 1Veight froLl Lorraine. How 
big that is, I don't know. 

Do you think I ought to see him? 

Pickett? I think it would be interesting for 
you. You would get probably the cost vigorous 
presentat ion of the cause for relief . 

\':ell, could you arrange the next time you are 
here to have him here? 

I t hink- I am quite sure t hat I could, one 
vtay or another, yes, I expect to come dovm 
next Tuesday. That would be next '.. ednesday, 
!.lr . Secretary? 

Yes . 

I mil try to arrange the. t , and then J.:r . Pehle 
coul<l come with him. I think it r.ould be a 
good plan for both of us to be her e, and pro­
bably Ur. Cochran, too . 

I dll set it tentatively for 3:00, 

On Wednesday? 

Wednesday. 

I think vte can produce him easily enough on 
Wednesday at 3:00 . 

19 
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Do you think I should see him? 

I think it would be very interesting. I think 
you r.ould get an amazing picture , 

Rave you seen him? 

No, but I have heard so much about it. 

I like to get both sides of the st ory, and if 
there is somebod7 out advocating it, I would 
like to listen, 

Well, we will see that he is here, and I r.ill 
t ry to get to see either Norman Davis or 
Earnest Swift, of the Red Cross, today and 
find out what happened. 

SOtle think that by ni thdrawing all help f rom 
France we are pushin& the French people into 
the arms of the Nazis . 

You see, Ur. Secretary, the point is not only 
have they got to tnke care of their own people 
but they have this number estimated around a 
million of r efugees from different parts of 
Europe there and the Germans are just - but 
t he serious thing, the Germans have just sent 
over this ten thousand people who are living 
in very bad conditions l.n various camps in 
France. The Germans sent over fr0111 towns in 
t he southern Rhineland, upper Rhineland - sent 
nearly 10, 000 elderly non-Aryan refugees to 
camps in southern France where they are l iving 
under very difficult conditions . We have had 
that matter up and have authorized the sending 

of relief. 

I knew of one case that came to my attention, 

and no doubt lir. Pehle has bed other~ of a 
man of over 80 whose family in the central 
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part of the United States wanted to send him 
money, \'le did what vre could to take care of 
the situation. 

But you can see the argument that is going to 
cone is two-edged. One is , the Germans are 
loading these people into France to help eat 
up \That the - unoccupied France has got in 
the way of food, and if you send food freely 
into France and don ' t arrange that that shall 
be stopped, then you will run into sace diffi­
culty. 

r:ow, I ...:as talkin;; rti th Admiral • .. arren, of the 
State Department, who has been about there 
and tells an interesting picture of the r.a7 
the Germens have been getting food for them­
selves, and he says that he thinks this ten 
thousand-odd people were sent to France as a 
vmrning t o the French that they had better be 
sood, and the Germons could send other people 
1n. 

11 .;~ .Jr: \'.no is that? 

Chamberlain: Admiral •,•,arren, \'lho is the head of the Visa 
Division of the State Department . 

H.U, Jr: Ought I to see him? Has he got a story? 

Cha:nberlain : \'iell, he has got a story but whether it would 
be 1~orth - it would interest you very much 
to hear -.hat he has to say about the condi­
tions in Germany and the food conditi ons 
in other part s of Europe - I don ' t know of 
any one who has been through the country - -

H.JJ. Jr: I would like t o see him. 

Chamberlain: All r i sht, I wil l try to make an appointment 
with him. He may have to clear with the 

21 
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State Department. \'lhen would you like t o 
see him? That would be next week, I suppose . 

Yes, next week. HoT. long would Pickett take, 
hal! an hour? 

Oh, I know Pickett very well . He would take 
as much time as you have got to give him, 
Mr . Secretary, but I think half an hour would 
be all you need. 

Why don' t we have Pickett from 3:00 to 3:30 
and then bring Warren in at 3:30? 

I will t ry to get them, 

Anything else? 

No . 

There has been one development in connection 
with that France matter that you will probably 
want to know about. Pickett has been talki.ng 
to the French here, with a view to getting 
some funds fro~ them out of their frozen funds 
here to use i.n France, unoccupied Francei and 
apparently he now says they would be wil ing 
to give him, say f ifty thousand dollars and 

:maybe that much a month, but the French will 
not make an applicatiqn to do that until they 
are advised that the application 11ill be 
approved, Pickett wrote a letter to that 
effect and we wrote back and told him that 
we were glad to know about the matter and we 
would consider it if any application were 
filed . \ie would indicate obviously how it 
would be decided. That would raise the 
problem in a more difficult way, I should 
think. 

Well, nothing was decided7 
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No, I jus t ranted to tell you, 

Hol'l did th .. t deal ever wnr·~ out? Vias it 
Lithuania where we gave the people some 
money to pay off a debt and they nere going 
to move a certain number of people out? 

Mr . Secretary, that has not yet been settled. 

That went through. 

No. 

It hasn't yet been settled, because that rtas 
to help them arrange for nider exodus fran 
Lithuania . 

Does llr , Wiley know about it? 

I don't know, \'ie will Lalk to him. 

That is why I brought it up . 

I uill be very glad to talk to him about 
it, because t he matter hasn't yet gone through. 

He is the l!inister to Lithuania. 

llo, sir, it is Latvia and Esthonia . 

Oh, I am sorry, 

We are waiting for Vlord that the deal can go 
through, There is no use sending this amount, 
forty thousand dollars, over unless it is an 
inducement to make a further deal, and so far 
they haven't got clearance from us 

You might mention it to Mr. Wiley. 

Chamberlain : I would be very glad to talk to him, 
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If you have no objection, I think it would be 
a good idea if I could tell the boys that 
Ambassador Espil is coming in, because the 
Argentine Embassy will tell th«m. 

He is bringing this - \That is his ll8llle? 

Prebisch. 

He is bringing Prebisch 1uth him. 

I might tell you, Mr . Secretary, that Mr . Pre­
bisch, if you haven't heard before, is an 
extrecely able and very competent man, 
straightforr;ard and very competent . 

I think you will want to see Joe Driscoll ' s 
story in the Herald-Tribune . He took over 
Gregory' s notes from the press conference. 
He emphasizes a different fact about the 
base at Port Royal . 

I nas amazed. It was a very f riendly story. 

Did ;rou see the Argentine story in the \;an 
Street Journal? 

Yes . 

Yes . 

Wiley? 

How long should this letter be, or how short 
must i t be? 

Long enough to be convincing, How is that ? 
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Very good, air. 

Does that answer you? 

It does , 

llerle? 

Will you sign the Canadian silver letter? 

The purchase of silver ao far in these 
eleven nontha was 109, 000, 000 ounces aa 
against 151,000, 000 last 7aar. That ia 
total purchases f rom Canada. 

I see. 

We had a report from Jay Crane's expert in 
Paris on Russia, Do.n that interest you 
today? 

At the house. 

All right, 

Sullivan, I announce here to you that I want 
70U here after the Argentinians. I do.n't 
think I told him about this, but back in 
1928 I think, Dr. Luther Gulick did a per­
fectly ~~~~&zing Job. He gave me a report on 
the taxation of New York State for the great 
sum of six hundred dollar a. It 'II&S the beat 
report that I have ever had and we have used 
it in New York State on Roosevelt ' s tax pro­
gram, the basis of it . Gulick gave a report 
that was the basis for all we did on schools 
and highways, and so on, Ho has agreed to 
come to work for me on overlapping taxes . He 
is outside now. I am tin&ll7 going to do it, 
alter seven and a halt 7ear1, so alter I see 
the Argantiniana, I want 70u to sit in. Be 
h a perfectl.T gl"&&ld fellow. Be h on the 
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President' s committee of three, of reorganiza­
tion. He did the iob that Harry Byrd took all 
the credit for in tho State of Virginia. He 
is reall y a grand fellow on taxes and he came 
in and vol unte.ered his services, and after 
seven and a half years we are going to go t o 
town. The reason I asked him to come in this 
morning, I wanted to know how far he could go, 
so we could use it tonight. 

Is there anything else you are going to want 
tonight? 

Yes, but I can't tell you. 

Ed? 

Here is the correspondence with Tom Beck on 
that matter that he came in and spoke t o ;rou 
about . He seams to be satisfied in submitting 
the thing to the Bureau. 

Did we get an honorar;r subscription to Life 
or Collier's'? 

It hasn' t come in ;ret . 

Hold it up until ;rou eet it. 

All right, ;rou are sta;ring, Bell, aren' t you? 
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Hello. 

November 29, 194o 
10:115 a.m. 

Henry, t1ret ot all, welcome back. 

Thank you. 

Did you have a good trip1 

I had a very good trip. 

Well, I'm awfully glad. 

Little bit too hot down there to be active 
but a pleasant place to relax. 

Well, I'o delighted - glad you're back. Henry, 
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I wanted to ask you about a matter that'e just 
been brought t o me. I' m told that you've invited 
Air Marshall Downing to get here as quickly as 
possible and t he question arleee in connection 
with hie coming back on one or the Pan-American 
Clippers. 

'Nell, what hspoened waa, oh I think maybe eix 
weeks or two months ago, I suggested that they 
bring somebody over here from the air fighting arm 
who could advise with us as to that type ot 
plane and out ot that I t ake it has come this. 

I see. I understand. I tell you, what worried 
oe was this. 

Thla suggestion i s 
months old, and it 
and then they sent 
remember hie name. 
ror some time - an 

Yeah. 

at least six weeks or two 
vas made when Purvis was here 
me over a man- I can't 

There has been a man here 
Air Commander . 

But I did make the auggeetion t hat they aend 
us a responsible officer- I didn't name 
anybodY . 

Well, the British Em~aaay il using your name in 
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vain. What happened ia this. At the beg1nn1rg 
or the war the State Department reached an 
agreement with the Pan American Airways that they 
would not transport members or the armed forces 
or the belligerent powers without obtaining a 
statement from suoh 1ndlv14uals that t hey were 
not members or the belligerent a rmed f or ces , 
because otherwise the airships would be in 
exactly the same s i tuati on as ordinary me r chant 
vessel~ subject to seizure and eearch. And now 
that the Germane are occupying Southern France 
and in view or the importance or thie man, it 
wouldn't be difficult for them to send a souadron 
o f fast planes to f or ce the Cl1poer down a nd take 
the man off, and I think that WOuld endanger the 
lives or the pass engers end be 8 precedent tha t 
might create a good deal or trouble, so my 
suggestion was going to be t ha t we tell him 
to go with the rest or hla people on the boat 
and not on the Clipper. 

Well, it 's all right with me because there can't 
be any hurry because, I don't remember the date , 
but it's a t least elx weeks or two mon ths ago . 

Well, thanks a lot, Henry. That clears lt up 
perfectly. They were using your name ln vain ~nd 
saying t hat you wanted him to go on the Cl l poer. 

Oh, no. It' s t he first I've heard about it - I 
mean that he wan t a to get .on the Clipoer ..•.• 

Xeah. That takes care or it oerfectly. I Just 
wanted to be sure t ha t you didn't have some 
particular reason. 

I'm very anxious t o see hlm when he comes here 
bu t I've waited two months and so whether I wal t 
a week mor e or leaa doesn't make any di f ference. 

All right, Henry. 

Thank you. 

Thanks so much. Good-bye . 
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t!njor ll'lee~ . ~lr . Schnncke, Md Philip Youn;;. 

l~njor Fleat ononcd tho conference by II\.Y1nt: thttt the log 

29 

J nm ~"" brenkiOG, thAt the ne~ ConaolldAted »- 24 hnd Just bro~en 
~~• ~orld'• record by CArrYirt8 53-l/2 pounda per square foot of 
'"'1~ t\r ea. The Sec!"etvy !.nqutred I'll to "_rrn.n.seoenta "'~1ch ?leet 
~ =Me with S~erry for the 1nttnll"t 1.on o!' the Sperry bo::~b 
al.:;ht. • nd ?loot re'>lied toot you vould hi\YO to catch the n:U..nea 
t~ oontba before del ivery In order to s et the thinG Installed 
on th e ~rotuction line. 

'i'he SecretAry s e. id thnt he h l\d rlovn ln one of MaJor Pleet 1 1 

:onaol1ci•ted P3Y' a fro::> the Vlrt:ln lll:wla, 1\.~d In t"lldn& .,lth 
!ho !invy T"eo~le dovn there he hl'd. gotton t ho 1c:rpreas1on thAt the 
Soerrr at obll=er and boob olght ""' Jut~ "" aood If not better 
thnn the norden •tRbli z.er \olh lch eefl:ftd t o be n very trieq 1n­
flt r t1.:1lon t. Flee t Geid thnt the l!ort\en wnn very tricky. 

'l'hen Hajor Floot ~ent on to any t hnt All the vl'rious chtu~ofJ 
•·ere re e~onolble for his production 41tt1cultloa, but t hAt the 
, .1~e ~er~ nov bag1nninG to coco thrOU6h from 3rowator. The 
Sacro tJtry L\B~ed him if he \1fl l goln.:: to extend tho wing contrA-ct 
Hi th Dr owat or, l'nd ?loot repliP;d thAt he vat lLt Brcvster h~d all 
~he to~lt, J ic s. etc. ?urthAr, th n t 3:ewater would hPve done 
t~e Job 1\ll rl&ht exc~t for~~ . ~ork bolnc o1ck And out of the 
~icture . 

Fle• t oAi d thAt he vo·•ld h.nvo the flrat ob ll-24'• done 
~~fore t he f irst of the rer~. ~d the Secret ~~Y &eked hie 1f he 
would r enll:r hRTe all t""nt)' B-:>4 1 a delivered by lll'rCh. i'leet 
re~ lled thAt the SeeretP~Y v At u~ on over1't h1ng. The SecretP~7 
al\14 th•t he should be for he hnd opent n yeGT tllld a half at H. 
1lo• t aRid thet the Treasury hAd done more for him In the lnot 
two ~ontho thon everyone eloe put together. 

Fleet added that ?oley, Buckle?, And XAdel had done a good 
j ob out on tho coaot, and thl\t he thnnked his stars for the d~ 
he CMO Into aee l~r, Toun;; becnuso the 11\tter vrote ouch ".:ood 
ronort on blo probleos. Fleet o&ld tho~ he ~lahed ho co1ud get 
thftte peo,le away froa the Secretary to go to vork for hio because 
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he lr:nev Wb&t 1t .,.. like to WO!'k for tho Oo,..,.llll.,.t ao ho ha4 
doM 1t hiaooU' for oix ,..,... •• 

' 

noet oaid hh airport vao coaln& Alo~~~: fino, and that lolo7 
hNl the whole otOI'7 &bout it, but , of oour1o, tho rw>"".To vero 
not a1 inportant &I the oever. lloot 1tated that thoro ve!'o 500 
people lick rrerr da7 fro~> tho oewor and that it oho\lld bo fixed 
by pri.Yato rather than public contraoto. Tho Socretarr oont for 
lolo7 who Jolzuul. tho conteronco. l olo7 aoouro4 tho Socretarr 
that lloot1 o probloao vero boin« worked out oat1ofactor1lr. 

ooOoo ~· 
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RE LOAN TO CHI!IA November 29, 1940 
11:30 a .n . 

Present: 

H.M.Jr: 

.9ell : 

H,l.!, Jr: 

l'nli te: 

Foley: 

H.M. Jr: 

Foley: 

Yr. Foley 
Mr. Cochran 
Mr. ?/hi te 
Mr . Bell 
Yr . Bernstein 

The President just called me up and told me 
in strictest confidence - and this is in 
strictest confidence - tbst be is sending 
part of the fleet to the southern part of 
the Philippines , He ia worried about China 
and he is evidently worried about something 
going on between Wang and Chiang, and be 
wants me to make a stabilization loan of 
fifty million dollars to the Chinese in the 
next 24 hours, and I know Jones was sitting 
there, and he is telling Jones to make another 
fifty. It would be a hundred million dollar 
loan, and be says Cordell Hull insists that 
we put somebody in there to manage it. \le 
lend them the money, but it would be under 
our direction, so he said I should get bold 
of the committee chairmen and notify th«< 
that I am going to do this . 

You mean the Congressional committee? 

Yes . 

Ob yes, I think the statements you made about 
countries being at war requires that . I 
think you made it also to the House committee 
and to the Senate oommittee , 

George? 

George? 

No, tbst was Foreigll Relations. Wouldn't 
it be Wagner? 
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·:.hi te : 

Bell: 

H.l:. Jr : 

Bell : 

\l'lli te: 

!: .t:. Jr : 

· .. hite: 

H.:t. Jr : 

Bell: 

· .. nito: 

Cochran: 

H.I.!. Jr: 
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It would be the \'iagner committee and the 
Some1•s collDllittee in tho House . Of cour se, 
at the time you made the statement you had 
a loan outstanding to China. 

Not f rom the stabilization fund . It r.as a 
collateralized loan . You se.id, "If at any 
time I buy fore i gn currency to stabilize 
a count!";- at rtar, I will come to you," and 
the Consressme~ replied by asking you a&ain -
thq said they nere very glad to hear that 
and said the. t your 1.ord ;·;as as good as your 
bond, or sooetbing like that . 

The.t was '//olcott of 3ankint; and Currency. 

'r~here could \;e get t his? 

It is in my papers that I 11e.s giving you over 
the week- end to read on Argentine.. 

Culled out all the statements that you made. 

!lave you got that statement? (See attached copy) 

Ye~. 

Is it in your rooo? 

It is in ny room. I will get it. 

It is absolutely essential that you have an 
Aoerican in char~e of that fund because it 
could be so handled the. t it ;;o;Jd ilicker 
out without doing any good very quickly. 

Did they specify or did they suggest it shoul d 
be throu~h the stabilization f und or i s it 
in the cent ral bank, or how'? 

I didn ' t ce.ro. lie rrants to be able, evidently, 
to send 11ord to Chiang KAi- shek that he v1ill 
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Bell : 

H.i!.Jr: 

\1hl te: 

H.l{. Jr : 

Bell: 

Bernstein: 

~'ole;y : 

Bell: 

· .. hite: 

Fole;y: 

Boll: 

H.!.!. Jr : 

Bell : 

!U:. Jr: 
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make that loan. 

We can t ie that up so that they can use it 
onl;y gradually and it will have considerable 
effect. I would be atrongl;y ovposed to, it 
seems to me, usin$ any rate whlch ~ould let 
t hem use it as qu1ckl y as they ~~nt t o. I t 
won ' t serve the purpose. 

I t has got t o be announced at once? 

He sa;ys he doesn ' t want to 11ait more than 
24 hours, but I don 1 t knort , Of course, he 
was talking there for Jones ' benefit. 

Here i s one statement which bears on it , Shall 
I read it? This might be interpreted to be 
the.t r1e were at war, but there are others 
that are clearer. 

Who is J.lr . Reed? 

Reed is --

A CongresSI:I8.!1 , 

Reed COllel! f r om Ne>7 York. He is a Republican. 

r.bat i s that , the ';iaye and lleans? 

No, that is Banking and Coinage. 

Banking and Currency. 

Reed is on Coinage, Vieight s & Measures . 

This is on Coinage, '.'/eights & l!eo.sures . 

I think that is a different Reed. 

In case of l'lllr. 
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Foley: 

U.!!. Jr : 

· .. hitc : 

Jl .L: . Jt· : 

7.1.itc: 

ii . l:. Jr : 
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Is China at war? 

Yes. 

It is not clear whether you r.tean t r:e >7ould 
be at war , but there are statements that 
are a little clearer . That is tho thing 
you really had in wind at the ti:ne, ~:as t'!Us 
European ;·;ar. 

That is one . \.'hore is tho ot het• thing? Here 
is the next one . Here it is a,;ain . Her e I 
en saying to Tovmsend, "If there should be a 
rot.r , I ~:ould ccrteinl;r c o:~e before the proncr 
conuni tteo and aok them hol7 r:e should conduct 
ourselves. " That is in connection with our 
be inc at r;ar. 

'fhe ir.tplication, I think, at the tbe ·.:as 
your bei nt; at r;ar . 

Hc:-e, Townsend sa;·s , "Does the Treasury con­
strue its authority under the stabilization 
fund to include the power to deal ;,i th nar­
time problems of international exchange pre­
cisely as with 1lcnceti me exchange without 
further instructions from the Coneress? 

••:;ell, the best 1·:a•· I can e.ns.-:er that ques­
tion is this: In the ~·roasury , noboC;r is 
thlnkinr. of rlnl' . 

11';'or.11scnd: 'i'hinkin-; o!: r:ar ? 

":>ecretal':t ~:oreentha.u : 01' wnr . 

"!::ena tor Glass: You itad better be . " 

Townsend 5a.~rs , ''i;;ell, you ere di£'!erent froo 
nnybody else in tha country, aren ' t you? 

3 4 
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'.;bite: 

H.!!. Jr : 

iihite: 

H.L!.Jr: 

White: 

H. ?.! .Jr: 

Bell: 

H.!.!. Jr: 

White: 

• 
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"Secretary Morgenthau: Well, I mean that in 
our operations we are not making any plans 
for war, in the Treasurr· And if there should 
be a war, I would oerta nly oome before the 
proper committees and ask them for direction 
as to how we should conduct ourselves . " 

That was r:ar with the United States. The con­
text 11as that you v1ere speaking of the United 
States getting involved, 

llo. But he was reading fr0t1 the other stat ement. 

You will remeober the discussion, in general, 
at the t~e 11as about whether you would help 
France and Eneland and buy sterling if we be­
came involved in the war. 

Here : "Secretary Uorcenthau: Senators, if 
there is a war in any foreign country, before 
we would use the stabilization fund or any 
money in the Treasury to assist a country in 
prosecut ing that war, I would come up before 
the proper cO!llllli ttee and aek for guiliance , " 
That is the statement . 

That is a clear- cut statement. 

I would ask for guidance . Now, I can't do 
this thing. 

You 11ere there before the nar was declared be­
hveen England and Germany, too , 

I can' t do this thing without coming up before 
t he proper --

I don' t think you have to go before Congress, 
but I think you ought to go before those com­
mittees , or at least before the heads of 
tham, 
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Foley: 

H.l!. Jr: 

i'lhite: 

Bell: 
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This is the stateoent . I moan, that certainly 
is clean-cut enough, isn' t it? 

Yes . Then the only other thine; would be 
whether or not a state of war exists there , 

Vlell, that is pretty much begging the point. 

Except that nhen you made that stat ement there 
was fighting going on there. 

And you did have the Chinese loan. 

llo, but when you made that statement there ms 
f ighting goin& on, so ther efore the ~~lication 
might v:ell be that ~;hat you 11ere thinking of 
was not of the Chinese-Japanese fighting but 
of the European war . 

~hat doesn' t make any difference . 

I still think you ou~t to go before the com­
mittee, but I doubt ln my mind nhether you 
ought to go before Congress . 

\'/ell, you can't go before Congress . 

I thoU{;ht the Secreta.ry said he 'f:as going be­
fore Congress. Maybe I misunderstood hie. 

Viell, I think th.at he meant only the com­
mittees. 

\'/ell, - "Townsend: Docs the Treaeurr con­
strue its authority under the atabillzation 
fund to include the power to deal with war­
time problems of international exchange pre­
cisel y as with peacetime exchange Vlithout 
further instructions f rom the Congrees?" 

Yes, but you don't say no , I think you dodge 
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H.1!. Jr : 

• • .111 to : 

I! ell: 

·1.hi te : 

Cochran: 

V.hite : 

H.!.:. Jr: 

H. i!. , Jr: 

• 
' 
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that question, and in any case you aren' t now 
dealing 11ith it precisely as --

But t his t hing, you know I asked you once be­
fore . You l ooked through it before and you 
couldn' t find anything that time . You used 
to argue vtith me about this . 

I have said that there is never any reason why 
you shoulC. undertake stabilization operations 
Yli th either China or Japan. 

Didn' t you look through i t on South America? 

Chil e r.as the question. 

The twenty milli on dollar arrangement you have 
f or purchasing yuan expires at the end of 
December. There might be samo possi bl ity of 
working in a new arrangement there. I suppose 
this would be one 1iithout collateral. 

~ell , it would have - no, you might be able 
to work SOillething. 

Just a second, gentlemen. Let me just read 
t his. Here is the final thin& which just 
clinches this thing. There are tr.o places 
here . Just readin& i t casue.ll1. - I know 
when the President wants sonething, he ~ts 
it, Here is the one . I t is in oy letter 
to Vandenberg, (See attached copy) 

Letter to Vandenberg? 

Yes . Vandenberg writes mei "I should like 
t o inquire - if I am entit ed to the informa­
tion - whether the stabilization fund is now 
being used in connection with t he stabilization 
of the British pound and the French franc ; and 
whether there is any stabilization agreement 
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under 11hich ne continue to operate in con­
junction with Engl and and France or any other 
foreign countries . " 

"When I appeared before the Senate Committee 
on Bankin& and Currencl last h~rch, Senator 
Taft raised the follort ng question: 

" 'Suppose there is a foreign wo.r and suppose 
you ~o out and do 11ha t you can to buy mo 
bil11on dollars worth of pounds: Isn't the 
effect of that to give England the poner to 
buy two billion dollars 1·.orth of goods in 
this country under the cash-and-carry pro­
visions?•" 

Then I say, "I v1ould like to reaffirm the 
position which I took at that time . My reply 
v:o.s, and st i ll is, as follows: 

"'Senators, if there is a war in any foreign 
country, before we would use the stabilization 
fund or any money in the Tr easury to assist 
any country in prosecutinG that 11ar, I r;ould. 
cone u~ before t he proper committee and ask 
for ettl<lance . '" 

t sar ne are co:m:U tted to that. 

That covers the whole thine. 

I think that one s tat ement --

No use going throueh the whole thing. 

And that letter bas better status, an~1ay, 
than oral statements before the comcittee, 
because it refers back to another reference. 

Speak out loud, Bernie, I can't hear you. 
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I didn' t think you said that in the letter, 

All this whisperine - either talk so I can 
hear, or not. 

(Miss Chauncey entered the conference} 

' 

Get me these two letters, pl ease: Morgenthau, 
dated October 241 to Honorable Arthur Vanden­
berg. That is lv39 . Also Senator Vancenberg's 
letter to me, October 17, 1939. Get those 
two, will you? And hurry. 

What is it, Bernie? 

I thought the statements could be made orally. 
I don ' t !mort vihether it h m~ch different 
whether it is oral or in l'l'l'iting. 

But this eoes back to rq conversation where 
I reaffirm it , Senator Taft asks me and I 
repeat in my answer . It is much better to 
have the two letters and show them to the 
President. I have got to ask to cooe up to 
this committee for guidance , 

I think there is no way out , Your honor is 
at stake on that oatter of coming to them for 
GUidance. It is not a legal question. It 
1s a question of a promise that you made, 
and you might not take their guidance. After 
you have presented it to them, you can act 
accordingly, but I think you are morally 
committed to came before those committees and 
state your case, as a personal matter, 

I can't do it any other way. 

No, it is such a departure from your practice 
with the fund that you should. 

And it is up to the President to get that 
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H.U. Jr: 
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committee to acquiesce, although you can act 
without their acquiescence , I don ' t know 
that you are committed to taking this guidance , 
I don ' t know whet the status of thet is, but 
you are certainly committed to talk to th8m 
about it. 

If you ask their guidanoe1 are you going to 
ask it and then ignore i t"f 

It is quite possible. The responsibilities 
of the Secretary ere not theirs, 

Aside fron that one point, if there are any 
funds to be extended, there are nays of 
partially protectin& it and there are other 
f unds available 11hich if, let us say, 50 
million dollars were made here, that thing 
could be made to 100 million dollars or 
150 million, usin~; funds which they promise 
they would ship in, t he Chinese benks . 

\'/ell, look, I can't do this in 24 hours . I 
can't ~et - no committee is GOing - I can't 
get thls canmittee , 

They are not in to1m . They can 't get a full 
committee . You might get the chairmen. A 
lot of these people have gone home . . 

\'iell, you might announce - this is a possi­
bility. You might announce thet you are 
going to undertake stabilization operations. 
Now, the terms and the conditions, which 
don't heve to be announced, can be such that 
in effect there will be no risk unless and 
until the cammittoe - so that you could get 
the effect . There is no sense - they don't 
need the money right arto.y, anyway, llr . Secre­
tary, 

Now, wait a minute . f.'hy can' t Jones do this 
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H.Y.Jr : 
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thing? \'/by does he sit there and tell the 
Preaiden~ 1 ,.{Illy don' t you call up Yorgenthau 
end get hlm to chip in 50 million?" 

This is probably a fifty-fifty proposition 
wi th Jones, the same way as the Argentine , 

I think there is a substantial difference 
between the stabilization operation and 
their loan and I don' t think they serve 
the same purpose, and I think that particu­
lar!~ i f they are going to chip in fifty 
I th1nk that you can so arrange the stabiliza­
tion that t here is very little risk, very 
little risk, that the risk will be borne 
by him, not by the stabilization fund. 

Merle, were the original terms of the Chinese 
loan 50 million, rather than 20 million, to 
vthich it is no\7 reduced? 

I don' t recall . 

If it nere 50 Dillion, could you simply 
a~~ounce that you were prepared to extend 
that loan - the outstanding stabilization 
arrangament of 50 million dollars, and as 
Harry says, you don 't have to announce the 
terms, and then when you rearrange your 
terms perhaps you can elioinate tho gold 
provision. 

You can either fix the terms so that you can 
be a substantial help, or you can f ix the 
terms so that all it amounts to is publ icity, 
without any actual content . It doesn't r e­
quire any action now. 

What you fellows are sayinf doesn't make 
se.nse to me, because I don t know llhat 
you are talking about. 
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I mean you could make an announcement that 
you were going to extend the stabili zat ion 
l oan or undertake stabil ization agreements . 
I wouldn ' t say stabilization loan, And if 
you don ' t mention the t erms and the condi­
tions now, but leave that for subsequent 
decision on your part, you can later decide 
upon such terms and such conditions that 
will yield no risk or loss. 

Well, let me just - let me do a little 9ues­
tioning, will you, so I can get this tlung 
in m:t om1 way? Isn' t that a 50 million 
dollar loan now? 

It is twenty. They have borrowed twenty 
from us . 

I t hought it was a 50 million dollar loan. 

It ori ginally was more than that . They have 
paid part of that back. 

V/asn ' t it a 50 million dollar loan? 

It wa.s almost , I think it wu 47 , 

I will have to check up on that , 

Can't you reinstate that? 

That is what l!erle was saying. 

Let's find out, 

Let me find out . 

Go find out , 

Because it expi rest you see, and we have t o 
fi x i t up by the loth. 
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Of what? 

Of December. 

If that could just be extended --

It was outstanding at the time you appeared 
before the committees and this statement 
of yours could apply to future operations 
and not to operations that have been made 
before . 

If they collateralize that with gold and 
silver, they haven't got that now, but they 
may have the other thinB& that they ca7 be 
able to collateralize t he --

You can change the collateral. 

You can change the collateral, possibl y, so 
if they have got 20 million collateral that 
can go against the 50 - but my point is 
that nhen it comes to the actual use of 
those funds, you can hedge it in so that 
you aren't taking any risk. 

No, but ;you have got this statement in this 
letter from Vandenberg. ! .have got to cross 
that thing and I am not going to go around 
the block about it. I have eot to do it. 

(Uiss Chauncey reentered the conference) 

Look, Ulss Chauncey --

Give you a copy of t hat? 

Hor. long will it t ake you to give me a copy? 
Is that Vandenberg's letter to me? 

That is your letter to Vandenberg. Maybe 
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I can get a copy from J.lr , Foley's office, 

Not that one, I don't think, 

That isn' t the part I want, 

Here is the incoming. 

This isn't the right letter. 

That is the gol~letter, isn' t it? 

This isn 1 t :W.ss Chauncey's fault. The person 
who has done the reference is wrong, 

That is the gold letter, 

Letter from Secretary Uorgenthau dated 
October 21. \'/ell, whoever did this is wrong , 
I mean, they have done - T1hoevcr did this 
reference work here is - -

Your (Bell's) batch contains the letters , 

\'1ho did this work? 

It is either the stenographer's fault or 
the typists's fault or the man who copied 
it, but I gave hi!ll the origin&l batch of 
the l etters so he can have the letter from 
which that was excerpted. 

It is the answer to this letter , 

That is right . 

Yes, but this is - where is the answer to it? 

This is your answer, right here. 

No, 
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You are replying to Senator Vandenberg. 

Yes, but l ook, lliss Chauncey, then we go on 
here, This is an extract from it that has 
to do with the stabilizati on. 

Here it is; it is here , It is all right. 

' 

I have got it. liow, r1hat I IVant is a copy 
of my letter to Vandenbet•g and Vandenberg's 
letter t o me . I want t his and I want a copy -
oaybe it is here. 

\iha t are the7 looking for no;l? 

Ttiey are getting t he inforcation in regard 
to the stabilization loan to Chine, when it 
was made and the tel'lll8 . 

I think both committees might acquiesce, but 
if you are going to bring it before the com­
mittee, I would like to prepare the kind of 
plan you are going to show them. There 
wouldn't be a great deal of risk. 

That goes without saying. 

iiell, if the chairman would assume the re­
sponsibility - -

Could he? 

Yes . 

Chairman of the minority conmdttee? 

Yes. 

Yes, that was up to 50 million dollars , Then 
they pai d back some of it . They have reduced 
it down to 20 million, The ori~inal agree­
ment l'lll.S for 20, and then they 1ncreased it 
to SO, and noV! it is down to 20 again, 
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Well, is the original for 50? 

No, the original v1as for 20 and then the~ 
increased it to 50 and they went up as high 
as 48, utilizin& that , Noll they- have reduced 
it down by repayments to 20. 

I Qean, have they got, so to speak - have we 
got an agreement 1vith them? Have we ever 
cancelled the 30 million outstanding? 

I would have to look through this whole thing. 

The agreement is for 50 million and that has 
been extended frOQ time to time, but as Uerle 
says, they only took up to 20 if their present 
ool!Di tments --

Could they come in tomorrow and say1 "We 
Tlould like to have the balance of tne 30"? 

Sure. 

They left the gol d for collateral for that 
amount. 

Is the gold here? 

Tnenty million of it . It is all covered. 
It really isn' t a loan. They- have covered 
with ~old for the value of the loan now. You 
descr~bed that operation specifically before 
the Senate committee . That operation was 
described in detail1 that kind of operation. 
It isn't quite the kind of operation which 
is contemplated now. 

It is a revolving fund, l~. Secretary- . It 
says the total amount purchased by them and 
standing to their credit on our books , 

It shall not exceed fifty. 

(Telephone conversation with Jesse Jones 
follows :) 
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H.M.Jr: 

J: 

Hello, Henry. 

No•ember 29, l94o 
12:15 p.m. 

Are you Juet baok f rom the White House? 

Just back. How are yout 

I'm all right. How are you? 

\ 

Oh, I ' m pret ty good. Been romped on a l ittle bit. 

What? 

I got r omped on a little bit. 

Romped on? 

Yeah. 

How much? 

I couldn't tell whether it wae 10, or 25, or SO 
or 100 or a billion. Diff erent figuree - different 
amounts. 

Well, I don't know Juat - are you alone? 

Yeah. 

Here's my situation. or courae, you were there 
when the ?resident wae talking t o me. I'•• got 
a letter that I wrote to Ar thur Vandenburg. See? 
In which I - I won' t read the whole l etter - but 
I eimply eay thie - I aay: "I'd like ~o rearr1rm 
the position that I t ook at that time•. That 
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wee before I appeared betora Senator Tatt. I say, 
•senators, it t her e i a a war in any rore1gn country, 
before we would uee the Stab1litat1on Fund or any 
money in the Treaaury to aea1et any oountry in 
proaecut1ng that war, I would oome up before t he 
proper Committee and aak t or guidsnoe.• Now, 
that ' s pretty plain 1an ' t it? 

Why don't you do tbAtt Who ie your Comm1ttaa, 
Henry? 
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Wall, it's Banking and Currency in the Senate 
and Weights, Coinage , and Meaaurea i n the Bouaa. 
Nov , I can 't make •01 commitment betore - I've 
given my word I'll aek tor guidsnoa. You 
wouldn't, would you? 

No, I certainly wouldn't, but I would go see 
the Oommi t tee. 

Oh, I'm perfectly willing. 

Yeah, I'd do that. 

But I can't do t ha t between nov and t onight. 

Well, no, I don't t hink you could possibly . 

Can 't even locate Wagner. I've been trying to 
locate him ever ai noe t he President called me, 
but how are you tixed on your borrowing power. 

Well, what I have told Soong - Cordell wanted ua 
to get up a mi nimum ot t lOO,OOO ..••.• 

t 100 million. 

$100 million, and I had Soong down and I told him 
I di dn't see how we could go beyond another 25. 
That would be 100 total t or t he bank. 

You've already given them 50. 
We've already given them 75 - 10 uybe, and eo I 
euppoae we could work around and commit a little 
bigger crime and make it 50 it that ie absolutely 
necessary a.nd i t aeeaa t o be pretty neceasary 
beceuae they're asying they are going t o send 
t hese ahips and t binga all ot which ia a good big 
move and ao ••.••• 

Wall , I tell you, I'm certainly going to bring it 
up at Cabinet and I'm going to read this letter. 
I ' ll cbeertully go bet ore the Committee and ask 
t or guidance and I'm perteotly willing to recom­
mend it but I can 't do t his unt il I get a chance 
to appear betore the Committee. 

Wall , I think you can get the t Monday. 
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Oh, sure, if they'll come to town. 

Xeah. I think there ought t o be enough of them 
come - I would think. 

Well, ·~e need some Republicans. 

That ' B r ight. Poor John Townsend - he's ah•aye 
oretty cooperative and he'& Just had a very 
serious- lose or hie eon. Sut anyway .... •. 

Well, I'm going to bring it up. 

0.1. Anything you want me to do you let me kno~. 

Yeah. But I don't see t hst there 1s any - I 
told the President I'd eek you to come - get 
together w1th you, me and Soong, but I don 't 
eee any sense 1n it unt11 I get before t he 
Com~1ttee, do you? 
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No , I don ' t think eo. Anyway I saw Soong day 
bef ore yes t erday and he i s o~m1ng beck here abou t -
I told him to eee what he could work ou t on a 
beal s of 25 and when he comes b~ck why - that ' ll 
be the f lret pPrt of the ·~eek, I suppose , or 1 t 
mi ght be befor e. But whA t e ver tack you went me 
to take why let me know and I ' l l try to do 1t. 

Well, thAt ' s fa1r enough. 'n'ell, I tell you, I'm 
going to try to get these Coc~1ttees and I'll eee 
you a t 2. 

0 . X. 

The nk :rou. 

ThAnk you . 
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Well, I think the thing to do, gentlemen, 
is this , 

(Telephone conversations with Tom K. Smith 
end Senator Wagner ' s secretary follow:) 

Regraded Uclassified



Tom 
Smith: 

H. I! .Jr: 
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H.M.Jr: 

S: 

H.M.Jr: 

5: 

!!.ILJr: 

S: 

H.I!.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

R.IL Jr: 

S: 

Henry? 

Yeah. 

November 29, l94o 
12 :20 p . c . 

Thie is Tom Smi th. How are you, Henry? 

I 1m all right . 

' 

Henry, I wanted to eee you a moment and I thought 
i t you had a moment tomorrow morning I'd come 
down to Washington. 

I can't do i t Tom. 

Can ' t do it. 

No, I'm all tied up tomorrow. What's on your 
mi nd? 

Well, here is the point. I didn't want t o 
talk to you about it over the telephone but I' ll 
have to. My eon has aoplied tor a ccmmission 
in the Or dnance and he1 e been recommended by the 
local area and I underetand that there are eo 
many appl i eati one in there tha t unleae some 
interest is taken in it they never get anywhere. 
I wondered it you could help me out on i t. 

An application t or what? 

Second Lieutenant in the Ordnance Department, 
1n the Ordnance Corpe. 

Well, I tell you what let me do, Tom. 

Whet did you say? 

Let me ewi tch you on to McKay and he can make 
notee ot the son'e name and all the rest ot 
tha t , you see, and then I don't ltno11 whet her I 
can do anything but I ' ll take a look at it . 

Well, I ' ll give it t o Moray then. 

Juet a eecond. 

All right. I hope you can, Henrr. 
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I'd aee you any time but I Juat can 't do it 
t omorrow. 

I eee. 

Juat a minute. Hello. 

Operator. 

Give Mr. Smith to Mr. Mclay pleaae. 

All right. 
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H.!I .Jr: Hello. 

November 29, 19~0 
12:23 p.m. 

' 

sen. Wagner's 
SecretllrY: Yea. 

H.M.Jr: 

~:1es 
RUO')trt: 

H. I'.Jr: 

R: 

H.t~.Jr: 

R: 

R: 

H.Y..Jr: 

R: 

H.M.Jr: 

R: 

ii . M. Jr: 

Miss Ruppert , Henry Morgenthau. 

Yee, Mr. Secretary. 

I wonder it you can help me out. The President 
r~e eeked me to maAe a Stabilization loan to 
the Chinese Government. When I a,peerec before 
the Finance Committee - Banking and Cur rency -
during the course - I eoi d to Senator Taft that 
before I would make any loan to any country that 
vas at war, I would come up and ask tor guidance. 
See? 

Come up and do what? 

Aek tor guidance. Then I followed it up and 
confirmed that in a letter to Senator Vandenburg. 

Yeah. 

tlov, inasmuch as this ia up and the President 
wan t s action, I wondered it I can't get possibly 
a Joint meeting between both Banking end Currency 
and Weights, Coinage and Meaaurea in the House 
and let me appear before both ot them or as many 
ot t hem as can come on Monday. 

You vent that meeting arranged Monday. 

Yeah. 

You want to ge t a Joint meeting or the Banking 
and Currency and Wages •.... 

Weights, Coinage and Measures. 

...•• and Coinages ot the House. Did t he 
Senator reach you? 

You mean in the lett hal t hour? 
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R: 
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Yea, in the laat halt hour. 

No, I' ve been trying t o ••.•• 

' 

Well, I gave him your meeeage - District 2626. 
Now, he W8S Just about to go into the Senate. 
I'm goi ng to have him cal l you again. He 
probably tried to reach you but maybe your line 
was busy. 

No, no , no. 

He di dn't try? 

No. 

Well, he's got the meeeage and I'll call hlm 
back and see - but thle ie really what you want -
you want a Joint meeting and you want t o appear 
befor e that meeting t o presen t t o t hem the plan 
t or making a loan to the Chinese Government. 

That's right. Ou t ot the Stabilization Fund. 

Yeah. All right . I' ll call you back as soon 
ae I can reach him. 

Ri ght. Hello. 

Hell o, Miss Ruppert. 

Yea. 

12:25 p.m. 

It t his is going to be held, I Just wanted t o 
tell you that I want i t kept conf identi al . 

Yeah. Well, what I had intended t o do - I'm 
trylng to reach the Senator now - to get him and 
talk to him. 

Right, but I Just - 1t ~ae stupi d or me not to 
eay it in the firs t place, because t his is a 
highly confidential matter. 

Regraded Uclassified



R: 

H.H.Jr : 

1\: 

K. M.Jr: 

1\: 

!l. l< . Jr: 
I 

R: 

' 

- 3 -

Well , I'm not ment1on1ng 1t to anybody except 
the Senator end I 'll eay to b1m that tb1e 1e 
very oon!1dent1al. 

Yeah, 1t'e dynam1te . 

R1ght . 

T. N. T. 

I understand. 

o. lt. 

Thank you. 
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H. :l.Jr: 

~enfl t <>r 
'"·'l iner : 

.. . ... 
H. l· •• Jl•: 

~ . : . . Jr: 

~ . :I. . Jr : 

. \ : 

~ . : · .Jr : 

·~~~·: 

H . ~· . Jr: 

Hello . 

Hello . 

Hello , Bob. 

Hello , Henry . 

November 29 , 1940 
12:55 p. m. 

It never ralnE but what lt pours. 

Whet's the trouble? 

~ell , strictly ln confidence, the ?resident 
cP.!led ce uo this morning ond he said it is 
very important that J esee J ones a~d I together 
!llBlte a l oan to the Chinese a nd he wen ts me t o 
make a Stabilization l oon out of the Stabilization 
Fund. 

Yeo h . 

\'/ell, in going through my correspondence I find 
that I wrote a letter t o S~eaker Bankhead and 
one to Arthur Vencienburg ln which I sa1cl I •<ould 
no t make any loan out of this Fund to any country 
a t war without coming bef ore t he Committees end 
nsklng tor their guidance . 

Yee. 

llo ... , C!':ir:a may no t ~ve c>eclared "a r on Ja~n 
or vice versa, but she l c certainly at war, ien't 
she? 

Oh, I suppose so. I don't know as anybody would 
raise any question. 

And the th1n6 that I had in mind wa.e t hat 1t you 
and Somers would call a meeting Monday I ' d a ppear 
bef ore them and ask t hem f o r guiclance . 

Yeah, if I can ge t anybody here. You know there 
or e only e few fel lows her e now but I'll do lt, 
Henry. 

~ell , you think in ,.lew .... . . 
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Well you wrote to Ven~enburg- I ~on 't think 
the Committee ~ould- you didn't aay anything that 
you would - oh, you taid you would come betore 
the Committee. 

Just a minute and I'll tell you exactly what I 
eaid. In a letter I eaid, "I want to reattirm 
• . ••• • - it waa in anewer to a question originally 
from Tatt. You see? 

Yeah. 

I said: •Senatore, it there i8 a war in any 
f oreign country, betore we would uee the 
Stabilization Fund or any money in the Treaeur7 
to aaaiat any country in proaecuting that war, 
I would come up betora the proper Committee and 
eek tor guidance.• 

Ye8h. Well, do JOU think you ought to try and 
have a meeting - call a meeting tor Mon~ay? 

Well, I ' d like it - the President wanted me to 
do 1t in t wenty-tour hcura but I wanted ••.. . 

Well, hell, I haven't got anybody here. 

No , but I wanted to tell him that I could do it 
Monday morning or Monday afternoon. 

Yeah. 

Now, I got in t ouch with •..•• 

I tell you, Henry, what I ooul~ do - l et me try 
in the next hour to tin~ out how many member• -
I'• aure there aren't more than three or tour 
ou~ ot the nineteen that are here. That wouldn't 
be quite enough, do you think eo? 

I don 't think 80 in view ot .••... 

And I can understand your poaitlon - having 8&id 
that you ' ve got to keeperaight with Congress. 

Well, a t ter all, the only thing I've got ia my 
word ••••. 

Yeah, that ' s rlght ••••• 
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I think lt 1e very :mportont . 
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And you •e• Ts.ft oeke<l tr.e , then Vandenbur s 
went af t er me hnd I mP~P n11 or thls ~arree?ondence . 
'tlha t I I ve r ea<! t o you I cnve out to t h€ r.e~<el)aper s , 
Pt the t ime. 

leah. Uell , ~ust lt be done ea scon? 

~ccord : ~~ tc the ~reeldent, yes . 

·.~ell, I tell you '~<hat I ~t~ll try t o do - todey 
1~ !r1CPJ . I c~n se~~ r~~e tf~~;~nwr ;~ the 
nh•~nt members and aek th~m t? be at 8 Committee 
:r;, e: ln;; en :(onday ::~or:"!r;; t:> h'!f'r the Secr£tsr:: 
or -'l~ Tr eReUr j' . How " culc th:t be? 

Cr. a conf l uentlal ~o tter . 

Ye~h, on a conflder.tl~ l mPtter , and see haw 
!r.uc:: r· es:>or.se I CHr. set . 

;:en , and I ' ll appear bP,f)re >lhoever ls t he r e . 

Year. . Tvefday , of cour~e, w~ul~ blve t hem a 
11 nle mo r e tlme , hu t y~u t hlnr. thll t W)•"lc be 
too late . 

·.:et: , the 'C2'..i the ?rf'!ld,.nt ls tfl~lr.cp :• a 
re:.~er ~,..e lt !~'nG3J . 

A.~d t!1e wa;; I ~eel ob?ut lt ls ::e ' ve 6:\'en thet. 
n~tlce . You ane I ~et'p !'al !h ~1 ~t. t~e1:1 . Ir the:; 
d~n •t !how up we~l 

leah. That ' o ol l rlbh t , tha t lsn ' t you r f ault . 

Tr,at lsn ' t my f r• ult . Ancj Somer s off ice l s.><elt l ng 
t o be a dv lsed b:; you ~<hat yo u 1 d llite t o co a nd 
he ' ll do wha t ever you do . 

'tlell , I ' 11 call a meetln(; ror H~roGay . 

I t' d be 8 Jo l nt ~ee tlnb. 
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Well, I don't kr.ow about a Joint meeting. 

Well, I don't wa nt to appear twioe - once before 

Xeah. 

Why can't it be a joint meeting? 

Well , except t hat I - you know t hose boys over 
there are their own masters a nd ••••• 

Well , Somera is •••••. 

What Committee over there was it - Banking? 

No, it's Weights, Coinage, and Measures, and 
Somera ie willing to do it. 

Oh, Somera! The Judiciary , i s it? 

No, Somera of Brooklyn. 

Oh, it was hie Committee. I see. Oh, yea. 

And he's will i ng to come to any plaoe that you 
c!eeignate. 

All right. Well , t ha t ' s fine. 

No , it 1 e Somers o f Brooklyn. 

Oh, I see, it's tha t Committee. I was thinking 
ot BAnking anc! Currency. · 

It ' s not Steagall. 

All right. 

Anc! Somers will come and call his meeting at 
any place that you say. Don't you thi nk it's 
easier than t o have to do t he c!amn thing twice? 

Ob, yea. Yea, well, I wae thinking or Henry 
Steagall. 

No, no. 

Terrible man to b.andla. 

59 

Regraded Uclassified



·~: 

'A: 

:< : 

u .•. Jr: 

·· . .. 
!! . :.- . Jr: 

· . .;: 

H. L. Jr: 

H. •· .Jr: 

H.!< .Jr: 

- 5 -

No , Somers i s a ni ce fellow . 

Oh, :;ee . I know hi m ver y well. Yes , I can 
work with hi m. 

' 

And hi s girl tal ked t o hi m arod eaid wha t ever 
you soy, i f you' l l let her kno w, hi• secretary, 
she ' l l get out t he wo rd - wha t ever Sena t or 
Wegner \·:ants - time and ;->laoe . 

All right. 

cr e Jo i nt meeting end &imoly sey a conf idential 
lll8tter. 

Yeah. All r ight. 

0 . J(.? 

All r ight, Henr y . 

You saw the Pr esident? 

I eow h i m. Yeah. Say , the General came a f t er 
me. My God, you know, a l it t l e bluffing , but I 
didn 't know how to ge t out of it. I sa id, oh, 
I •.<A e only f ooling . 

Well , you saw him, didn ' t you? 

But I was on the level - yes, I talkPd t o hin 
end now what he said - he &aid, go right on wi t h 
it. Well , I told him I wee ~ind of wor T.ing with 
y~u on the t hing. 

Oood. 

But he sa i d, I don ' t see any ob~ection t o going 
into these money queetione - we ve got t o ~now 
somet hi n5 abou t t hem, end of cour se , he ea i d 
one t hing whi ch was t rue - he eald, you know 
ne i the r you nor I know e n awful l ot about this. 
I ~a i d that ' s t r ue . (Laut$he) . All r i ght. 

Sob .••.• 

Finally t he General apologized i n e very wey end 
eaio I go t i n t he house whenever I wa~ted an~ 
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all that - you know. 

Y~ah . 

Cheer up. Yeah. 

You ' ll let me know wh&t tlme lt w1l l be. 

•,;en , I' ll tell you know. I t ' ll be 10 : 30 on 
J~o ndoy . 

10:30 Monday . 

And 1f I'm t he only one t here I can ' t help lt. 

I can't e1 ther. 

Yeah. All right. 

All right . 

Good-bye . 
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I think that is t he thinG to do, don ' t you? 

Yes. 

I e.m thinking when I go to Cabi ne t I will 
t ell the Presi dent I have asked for this 
now, and he will just have to be patient 
until J.:onday. 

" • ••• shall not at one title exceed in the 
aggre&e te one hundred million dollars . " 
It does cell for gol d as collateral . 

' 

Ed, I don 't r.ant to soe it . I will tel l 
you r.hy in a minute . 

Suppose I r:orked out a v1ay and said, '~'Jell , 
\fe had an outstandinr; loan, and so forth . " 
Vandenberg could ~ust take it nnd tear me 
to pieces . IJamn 1t, these fellows have 
Given ne this loan thr oe times on the ~cod 
faith in Henry J.:or r-enthau, Jr . Even i f I 
didn ' t hold my war~ as the highest thing I 
have got, it >lould still be stutJid t o do it, 
because I have got to go up aga1n in June 
and that is all these fellor:s t:ould need to 
take i t away from me. 

Each one of the years 1·:ould be sufficient. 

\1ell, I an mer ely shov•ing you what you have 
got . 

(Telephone conversation with CongreDsman 
Somers fallows : ) "'R r)N. ~ 1 
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llovember 29, 19llo 
12 : 27 o . m. 

Miss Roche, Congressman Somers ' secretary. 

Hello . 

Yes , Hr. Secretary. 

How-do -you-do. Miss Roche, I want to talk to 
you about a hi 6hlY conridential matter which I' d 
like you t o get t o the Chairman. 

Yes. 

•hen I ap~earec before t he Com~ittee tor t he 
ex t ensi on of t~e Stabilization Fund, I es id bef ore 
I would make any loan to any country which was 
a t war, I would come up and ask t or gui dance. 

Yes. 

Now the ?resident has asked ue here to make a 
loan to the Chinese Government . I'd l ike to do 
it but I don 't want t o do it without doing ••hat 
I sa i d I would do. You see ? 

Yee . 

"lo"', I've spoken to Senator Wagner' e secretar y 
and the suggestion I 've made i s tr~t it possible 
V.onday a Joint meeting be held be t ween Mr. Somer s' 
Comoittee a nd Senat or ~agner' t Comoi ttee which 
I could a!)'lear be t ore and explain >rha t the loan 
is and carry out what I ea i d I would - ask them 
f or t hei r guidance. 

Ye£. 

Now do you suppose you coul d get t hat word to 
Mr. Somer s? 

Yes , I shall call him right away . 

Will you? And hove h im get toge ther with Senator 
';l'agner '>n the oossi bili ty ot a rranging it, and 
possibly Monday. 
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Yes. 

And will you also streaa that this is terribly 
confidential because it by any chance it were 
turned down, I mean, it would be very harmful ... •• 

Yee. 

to our whole poaition in the Far East. 

· Yee, I understand. 

And you'll let me know. 

Yes , I will. 

And it t or any reason you ge t word and I should 
be at Cabinet, would you speak to Mr. Bell, the 
Undersecretary? 

Yes, I will. 

Thank you. 

All right. Thank you. 
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Hello. 

Miaa Roche. 

Hello, Mise Roche. 

November 29, 19~ 
12:50 p.m. 

Mr. Seoretar1, I have just called Mr. Somera 
on long distance and given blm 1our message and 
he has given me inatruotione to call the 
Coiii!D.i ttee member a and have them reaey t or a 

1 Committee meeting - Executive Committee meeting 
Monda1 mor ning and hae a sked me to ge t in touob 
with Senator Wagner and have him decide the hour 
and t he place and the meeting. However , I d1dn 1 t 
want to ca1l the Senator'• ottice without advice 
trom 1ou ae t o whom 10u had epoken to over there. 

Yeah. Well, it's Mise Ruppert. 

Miss Ruppert. 

I couldn 't looate the Senator. Mise Ruppert 
knows all about it. 

Well, then I shall get in touch with her and 
leave the plane ot the meeting up to her. 

Do you know Miaa Ruppert? 

Yea, I do. 

Good. Well, then it you'll talk t o Miss Ruppert -
I ee1, would 10u talk with Mise Ruppert. 

Yea, only. 

Only. 

Yea. 

Thank 1ou. 

All riflht, air. 
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Ed doesn't disagree with that , 

I don ' t iii sar;r ee wiih that at all , I just 
wanted him to kno\'1 all the tools that he 
has . 

· .. ell non --

You speak of it as a loan, l~ . Secretarr • 

' 

I r:onder in the liGht of rtha t - if you mav 
do it later, in tho realities of the case' 
anyhow, i f ~ou could refer to it as stabiliza­
tion operat1ons? It is not r eally 11rong. 
I.e get yuan for it . If you are GOi n;; to 
meet theil !!onday, I think v:e will have to 
concentrate on getting as cooprehensive and 
specific and clear-cut a proposal bet1:een 
now e.nd then as we can. 

She has :;ot t hi s thing mimeographed. 

Yes , we rel eased the letters • 

GG 

You also have a letter to the Spcakcr . (See attached 
copy) 

f.ave I'? 

Yes . 

· .. !lnt does it saj'l 

Sane thine . You ~uote f ron your letters to 
the Senat e • 

' .. hat do I say to the Speaker? 

You say - it is right he1•e . On top of that 
is a l ett er to Congre&sman Somers , 

A letter t o the Speaker v:ould be ample . I 
can' t keep gettine; - Harry, you and I argued 
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about this once and you kept saying I never 
said I wouldn't make a loan. 

I think it was on South Amorica , 

That ~~s Chile . You said, and I said, it 
wouldn 't apply to Chile . 

Well, it doesn't apply to South American 
countries. 

It doesn 't apply to any country t hat is not 
at r.ar . And you renember llllen the Chine case 
nas up before, Mr. Secretary, and I recaucended 
the loan, I said I also recocmended that you 
first &O before the committ ees . 

I don ' t remember that, but I will take your 
word for it . 

That would be a nooessary step in the process 
if you thought you Vlan ted to do that. 

Uiss Chauncey, if I could have t his by five 
minutes of two. This is f rOI!I Bernstein' s 
files . You nay be able to find it in our 
orm . This is my letter from Speaker Bank­
heed. I want that copied, 

This is e. nice job I have as Secretary of the 
Treasury! 

24-hour policy. 

\ihy does anybody want it? 

Plenty do, 

As I tolo:i Fleet 

There is a Vlaiting line from here up to 
Johnny !ian es . 
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Ual'or Fleet was in, thanking me for every­
th ng, and so forth, and I said, "l.!a~or , 
I lltl sore at you, " "l'lhy?" I said, Because 
everybody you meet in the 'freasury you have 
offer ed a job t o, except me ." He had no 
answer, di d he? 

No . 

He was pretty nice to the Commandant out 
there, ~be he was offering him a job, 

He offered Foley $30, 000 a year, didn't he? 

I am not aoing to help anybody get any com­
oissions rreferrin; to Tom K. smith, Jr . ) . 

He can get a commission on his Ol'lll merit , 
Is that uhat he TI&nted, or to get put in 
the Ordnance? 

Put in the Ordnance , 

Then he has no commission . 

He has applied for a second lieutenancy. 
has been drafted, you see , 

Maybe you can get him a comcission in the 
infantry. 

He 

This was a New York Times headline last time, 

V.'ho said that? 

You did. 

\.ba t did I say? 

It is right her e (indicating newspaper clip­
ping) , (Laughter) Tha t is what I say, who 
1s at mr? 
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Ur . Secretary, fOU didn ' t tell him to tell 
that to Knox, did you? 

What? 

\lbat you just said about that colllllission? 
I mean, for Smith. 

Oh, no . 

I r.as afraid for a moment you sent the message 
back that way. Excuse me. 

I don't see what else there is we can do right 
now, I will simply go to Cabinet with these 
two documents, that is all, and simply say to 
the President, "I have gotten busy and I have 
asked them for a chance to appear before them 
and I have got to carry this thing out . " 

Don' t you think we could go ahead and set this 
up t he best way rte can? 

Oh, sure . 

It may be that ~hen r.e find that you have got 
to go to Coneress - when the President finds 
that, that he noula rather get it through 
so~e other ~eans . You don ' t think there is 
a chance? 

It is the committee, not ConGress . 

I bad a dream about it . 

Is t hi s another dream come true? 

No, I said I had a dream about this . If I 
have to go to Congress, maybe we could put 
the screws on Jeese Jones . When we go up, 
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I an going to ask l~. Hull to go with me, 
or send somebody with me, to explain the 
nocessi ty as a fot•eign policy. 

Let them decide whether they mmt the fund 
to be used for a political loan. 

Let who? 

The committee up there . 

•::e have been follonin& their price movel:lents. 
They are gettin& ver; bad and there are good 
economic reasons if there ere no political 
reasons . 

It is a l oan of expediency. 

Look, if I hadn't, in order to cet this thing 
throught tied myself up this way, if you said 
t o l:le , 'llr . Morgenthau, do you t hink it is 
worth a hundred million dollars to keep Chiang 
Kai- shek fightine?" You don ' t have to ask me 
that . 'O!ho the hell got through the fi r st loan? 
I got through the first loan and I couldn' t 
get it until Hull was out of the way down to 
Lima . There is no question of hon I feel 
about the thing, but those fellows up in 
CoO£ress believe me, and when I say that I 
wonTt make this kind of a loan nithout ask­
ing th~ for their GUidance, they take me at 
my word and the. t is nhe. t my nhole standing 
in tonn is based on and I am not going to 
dodge around that. I don ' t think any of you 
would recommend it. 

There is no reluctance on your part to go 
before the committees? 

None wnatsoever. I never had any reluctance 
on this thing. 

7 0 

Regraded Uclassified



Bernstein: 

H.l.!. Jr : 

Foley: 

B. ~:. Jr: 

Vihl te: 

H,L!, Jr: 

Bell: 

H.M. Jr: 

\ibi te : 

H. J.!. Jr: 

Bell: 

- 24 -

If Mr . Hull insists that there ie no state 
of war existing in any aenee and ie pre­
pared to take the responsibility for the 
statement that no war exists, they wi l l 
put the question to you under those cir­
cumstances, and you still feel committed 
to go up to the Hill? Supposing that ques­
tion was put to you in Cabinet? 

That what? 

That there is not a ~~r . 

I still feel I have to go up. 

You do? 

Sure. 

There is a lot of fighting going on . 

Sure . 

71 

I mean that again i s a technicality and I 
am going to say, "Leave everything else aside, 
l.!r . President. If you want this t hing ex­
tended and - don ' t ask me to do this thing 
without appearing, and the die ia cast. I , 
have asked for tlie meetings anyway. • 

I think you are oODIIIitted to it. I think 
you should. You can' t slide out of it. And 
I think they will give it. They will give 
you guidance . · 

Well, there is nobody hare who has the 
sl ightest doubt that I should go up before 
Congr ess and carry out what I said, is there? 

No, air. 
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Before t he commit t ees • 

Yes . P~d I have asked for it jointly. Don ' t 
you think tho. t is the way to do it? 

I think so, because Congr ess will talk less 
than r1oul<i the Senators probably. 

Well, it saves t ime. \/bat is the use of 
doing i t t>'lice? 

It is a matter of expediency if you c&n do 
it all at once . 

They will have to co:m:~unicate that by tele­
~hone to the various Congressmen. If that 
aoe::n ' t leal; out and pro'bebly - it will be 
very difficult . I don ' t know what the effect 
will be i f it does leak out. 

·::ell , i f i t leaks out, it i s all right . I 
personally i'/Ould sey that the chances are 
three out of four I can ~;ct it . 

I think so . 

',iell, I wouldn' t put it on that basis . I 
'ii'OU!C say, "Gentlemen, this is what ! pro­
pose to do. And r.hen I was here I said 
before that if I had anything of that kind 
I r:oul d cOlJe dorm and lay the utter before 
the co=it tee . " 

Now --

"And I want you to know what I am doing." 

!low, l'lhat I think o. ~cod way to do it when 
we go up i s to say, Gentlemen, this is' 
the poSl t ion. \ie have eot an outstanding 
co~tment of 50 million dollars end they 
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have got 20 million of collateral up, Now, 
what I am proposing to do ie lend them 
another 50 million, but we will keep the 
20 million against tho whole 70, plus the 
yuan, whatever they put up. 

Or you will agree to undertake t hose opera­
tions over a period of time , Don 't you 
think it would be helpful, Llr . Secretary, 
if before y6u went up there you had at least 
explained the matters and got the leaders 
to support you there, so they will understand 
it before you go there? 

Oh, yes . I have got to understand it myself 
and I \';ant to get the one that sounds the 
best . 

We will have that, 

Jesse Jones - Export- Import has al ready loaned 
them 75 . 

Seven of which - yes . 30, 25 and 20. 

And the 25 which you heard about f rom Soong 
is --

This last 25 that he is talking about. 

Yes. 

\'/ell now, that could protect - that is why 
I say you can so arrange this loan that if 
you use the 20 million in gol d and if you 
l et the Export- Import Bank take the impact, 
the thing can be undertaken at little risk. 

MY loan is going to be to the Central Bank 
of China, anyway, isn't it? 
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Guaranteed bJ the Goverrunent, a.nd it will 
be e.n arrangement to buy yuan i£ and vthen 
and as needed, so i t is not alone and :hey 
may not get any of it. Besid.es, if you 
lllllke any such arrangement, they will be 
able to put up anywher e from 25 to 40 million 
of their own, so you can make - the suo can 
look like a very lar~;e amount befo1•e it COJies 
to you. 

· .. ell, you fellows who Vlork on this better get 
busy. 

Yes . Fortunately, we did a lot of work on 
it a couple of months ago, so it YIOn ' t take 
us very lon~;. 

i.ha t I would like to do is get together with 
the bors and prepare a plan and have it -
today lS Thursday. 

F1•iday. 

You have l ost a day, Harry, sone place . 

::ell, I guess that is all f or nol'i . 

I 
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llhblool ot ~1-u)' 

fteta&N.b 

""""""\Mil' _,ral baM, wlaa.. \a aoq..U. ..U.... _ _,. .... 
to ol'llor \o aeqa1n W. 4all&r .,.......,, tbe7 aaU M a n... 
_, or 7'WIJ anol 1n ··b·nc· t or u-, ... 11190 ,._ • naed 
·-' or dollano. -. 111 ol'der \a be ••n the\ w on oUU 
pr9MI\ad, tbe7 net. DII1J pa\ ., \lie :rua .. ooU.\anl• boa\ \M7 
w o p~~t 11p, \o a\ l.uoot 1.00 peroon\ in aold• colla\aral eq.UJII 
t.ho ..,_,t. o! dollano tln1ohood. 

I a oMoooJ' ....,..., 1! t.ha7 bo1aQht a a1Uion clollano • ""1'\h ot 
.Wllan• t.ha7 •0\114 ~ tor \a- 111 til o ll1U1on c!ollan • wol'tll or 
JIIAII and tho7 waoal.d pllt. on c!_,ool\ wi\11 \1M l'eoioftl flo- o( 
II" fort. • odlUor. ololl&n• .orUI o! 7\llllo pl,.. a aillion cloU.n• 
wortll o/ EOld •• ooU.taral.. 

~.JI•Tilll v.r:. U:at. 1a U.. ,... ot the o\411>1liaa\lon tluod? U \1147 
b&Yo that cold• wiQ' c!a U.., &o to J:.,. Tori! to bolT c!ollai'O, OJ' toq clollan 
1o tuna? '1.117 1a \.ben ..,, "" o! the o\al)I.U&a\1 011 l'lmd1 

S.i:C~tT~IT VOIIO.:JIT!I.lO. lieU, t.be -1' 1o \.be\ the CMatu a-,._ 
..,t. nid~ r .. la \he\ 1\ 1a • .. m .. the\ u.., -· n c1.,.. 
\1- dollai'O with wb.1ob \a tAl)' 0 111' MNheftci1Ho 1/ they owld tat 1\ 
uq o\MI' ~. I \ella it, \.be; wwld not oo.. \o .... llo did r.o\ ooek 
Ulo blla11WIOo. ~\ in \Mir clat1n \a cat dollar a•benp, in order 
\oPAl ov •nb&llw, \lia7 ... \h1o dftieo. 

/.lid u ru .. wo an -ooreec~, :rw ua.b\ ..., t.ha\ \M rtu 1a 
au. • • bew no\ ODl:f u.. 100 .,.,.,.., aal.d e.Uatoftl. lill\ \he t1lll 
_, ~r \be,... 

!Ut~UTOI TArT. lia\ \M)' o..U do \be - \MJIC 1! \Mra...,.. 
DO o\&b1Uu\loa tlotd1 7»7 perllape wwlcl do 1\ 1o a ditfoftft\ ~. 
lill\ 1\ -.\.d be II ftr7 o-ia WJic \a .... W ... ld 1\ ... \t 

Sl:.cUU l l IICEOD'ftl.I.D . I do - ~. 

. . . . . . . . . . . . . 
SiliJ>T •II T.:liUro:t. l:r. !.eeN\oi'J', senator Vud-'>orl plaM4 

1n the Concraooi-.1 -01'11 c ... ,. -u- 'llb1ob he Nicl ,.,. .,.. 
•1111111 \o ,_,., Tll1a 1a tl.a tlrwt one or ,_, 

le ~he CloYo"'"""'\ o! \lie l1111Wd .>tol• IIMOI' acn e...,\ .-1\b \he 
OoYem-t.a ot On&\ 81'1\ain anc1 rranoe \o w.otaio ~ho val.,. or \be 
ITenoh /rane anc1 the !lr1 Ueb ~ 111 rel.a\1on \ o \be 'falM ot \M 
A.laerloon 4ollai'T 

SliCUTAIIT IIO!rlllll'IWI. fta aoowl' t o t.ba\ quo\lon 1a ._ •• 
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*- t.Jrtu.W u _, 

Tou •111 the,. t. _, 

,.,. *" UQ' *'"' w or tllla - e-nl .. , .. ,. wt\11 .. ., 
•""'' toNlp , a:w: 1 \at 

31CIIIUIU' l(;ll;tlln!l~U. lo1 ..U. 

Sll! t\if\ Tt1'1DI3!11ll(na.., 'II) I 

o.. \lie T--. _.,_. sw •"""'7 ...._ u.. :~\MI H .. u .. 
hDd lA\ \o I.Ml'Oda \he ,._ to deal .S\Io wartl• ~ ot 1"'­
na\ l ont.l • ....,. pneeal,. aa .SVI ~·u.e ....,..,. wtv-\ l'llr\low 
1• \NOU OM frta \M c:.a:r-t 

JI'.C'I~tJtY ~!'llft!Av. .-.u, \be*'...., 1 .., . ,....,. v..' ..-u. 
h \111e1 I n U.. fNUV)'1 .-..c~,. t a VI1NIIJI« ot •r• 

3101A'I'O~ 'IVIIW3EIID . TldMiJII at ~ 

!!:!IAf()JI OLI.S~ 1 t .. llood be\\er M· 

4a11At TVOSD!h tell, 7W .,.. 41ft-\ f na .......... 7 elea la 
\lie _..,.,, _., JWf 

ucu:rw IDROP !!IAI . ..u, 1 - \loa\ 1a ..., .,...u_ .. .,.. 
M\ -"'II aa:r ~ t or ar - S. \loa ,.,.........,. ._. 1f \ be" 111>=-U 
M a -· t ..U e..u1Jilf - Wcrc \he P"-7' ..-1\\•• ..,. Mil 
\Ilea tw t1rca\ioe .. w..., ... .....W 11 1 'a \ ....... 1 .... 

. . . . . . . . . . 
:l!lll.t'Cll U F!. ,_... Sa a Jlllrelf hJpo\lwUMl qu01U on whl.eh I 

abaald UIMt v ae1< ,..a1 ,._ \lcarc !. a toNlp war ....S nppeM 
1M ill ""' end do ,.., ,.._ ..,. \o '*' t.a,ooo,ooo,ooo 'I'OI'tll or ;>oWidll • 
X. 1\ \be att.et ot \b&\ \o ~ ... ~land ~'"' ~r to blly ~,ooo,ooo,ooo 
-'II ot Joadol i n \IWI --"'• I&Ddcr \1111 ... ~ pnM.ao1-t 

/llc:UT.t.llt l.lilftlll'.J'!D. ~\oral . 1t \lw" U a Nr 1ft 11117 t !N'IIi_. 
~. w .. w ..U - \be a\ab!UaaUon tli.:l or ""1 _,. 1A 
u.. .,......., w ...an .., a..v, u pne-u ... ""'' ..,., : - lAI 
- ., w- \IIIII ........ .-l\- - Mia tar pl1'Coe. 
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liiCJ.I.Uif 1101108miAII. ..u, u 1 *' .u - .,. ,_ Sa 
\lie pertaw 71 ol .. ~~ I .... , .. a le\ e1 ~. 
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1lb1ell r- Wild 8e\ .. ....., U. ~ at--· 

lluilll tiiMe .,...._ 1\ ill b"l 0 \J.r I I'J fw U. 
J'•MUn\&M ,... te ........ t..._. -'"• flllo,.. .,...,._ 
\a """ _, aU ... "-"- til til ..... _ el .... • %a ... 
,.n, ...... -- 1111 "e1 Sa ... lAIUII .... • , ,.... 
\Uo.. ; 'el tw1...-J, am a W Nl I ...,....U.S !1'1 1M 

......... ,..... t .. u I U•teq ·---~ 1111\a raW • 
• WU. a.- ..... •· IM1 1 otsn,, l\ ....W M petrte w\ u.. 
htiMI w WllM te ..U t1oa ,.._lllUI,J ol u ,.... • ,..._ 
~ t..,... tloa ; uUdUV el • ' •sa protU, 

ftllft .... alae -··- ... U. -· .. rate INl IS U. ..uar ""' \be ~ el • _..,. 'li\11 wall ,.w -~·· .. u .... 
~w \a..,_... 'l'nr1 us at _,_Mlf ,.U\iaal ar • 'e .... ..,.. 
-.... ftloe "-' - ... _, .... - ... ~..ur -- • , ... 
1a Afh __ ..._, w fiiAlll e\MLUM \lie ..U... 1 ' SA• 

'*" =• yl.e. - ara a ' tll\11 Gada - •' ..a • ...,... U.n. ftllft- •\rlns ,._., essSan U. ta~'sr ,_ M6 
CldM ..... fe)J·w la ..... te ....... he .... Ae''• ,_ e t I 
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Comittee on l'innncc 

l'.,no,•able Henry !!or &ent hau, Jr. , 
S"crJt:,,.· of. tm Treasury, 
~" ,"\Ohi'l&ton, D. C, 

loy ~P.I<l' ! !%- . Secretary: 

Octo bel' 1'/1 .L9J9 , 

I ohocld like to inql!lr<' - tr I ,. <rrt'H•d ~" t he 
ir.!'omaticn - rt~ther th<. ata'l)ill::ftHo~o 1'\lnd ~ '"'" beirg 
\WOO ln ~ormcction ..;th tm st<.b lli •.t.l1cr o! '"" Mti.sh 
potmtl n.nd t.he rt·c!!ch frMc; ~r: ubotl" t• 1 ~!":'! ts .1;ey 
:ttob111~:-ti.on an·4eant tmtler ,_hif'). Y( (•ont1.!1'UC to operate 
ir conjw.ction ;nth >;ngloncl en<' France f1 on·r other for6i{;n 
cou,.l.rieo , 

1 shoul'l also ap·.,rcc.~~., JOUr ' ""m"""Kl. .... , on 3nother 
!)llCiDC Of t,hj,a ~U'Oble:t, 1 .'':.t ~ UI"A. \ h .. l" 0\ Al r: C'ontimti~ 
t.o purchasu at · 35 nn ounce:, <•Jl J'onL:n ~Al,J 1 h•t. l.• 
of .a."orttd . In vicl: of c.loprecJ 1-\~.-1 fort·S C' ~r.ronctcs , is 
uot thin equivalent to .~fir~· con~'<l(•r nt..l" .n\"t than r·35 
an 0\mcu so £nr as the. .rorr.i~ n CJ(')),~J· 1.'"' c ,,~t.-r:ru::tl? Jf 'O'e­
!')\lt our :rorcivn tr.Wc> r'_th bcll_i'~'w,.-.tn o·, r rtriet nca:sh 
an.;l Cllrry" basis , ?till i t :>ot bo li'·~l· to t••b:'t:u.ticl.l,y 
inerctt:se Uti~ ::nf'l0i1 of l'or<:i,rfl •(')lJ - 'Y'rt...r:>:t t.o so dan­
corous an e.:rtent that~:~ fir.a.l)\ rhRr "'ll\~"tlr J!.y -,or:"}~ 
H"f' t~.c r.orld•s gol•' su··o~? ould t~;s • .ot '"''lO'J6~' 
thr<::4k'i\ the \'o!·ld •s !:.u!x.;..":',.;.~n1.. l<ct'o-n t.ct tl-., u~c C: 
r.onct."'Y gold - a1Xl •.hu.s ,...;lllt.~· 1~· tl r, •' ~r t h • ltir..a•e 
value of O'tt" am e-norr.o-.s bOl: ho:An:? :;: O'll:l r.ot th,. ?!T­

chG&e o! foro~:n '-~olt\ ~l curt.aUcc' and rc. -!"rir<':J .at lc:1::t 
for too !'Cl'·-oJ C'f t he · ·;.r? 

I am not a~:;:~rt.:i nt: ar-(Y plv·-cQn"n · v J ,~t1'h~-t nts of 
r:w own in subait til'lf th<>s& qu~st ions to ~·ou . J Al" :>imoly 
SCh.l'inr, -'JJforrr ... "'.tion i'ro.n auth~tltio :J:O\TCI':} liM ~ t hall 
cr untly nrprccinto a reply v"' th'lll t.h" n >.L fr·r '''• " · 

'oJt,J: >111rr·. perscnnl rc("nl<lll · and brst Y.'lcllo:; . 
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October 24, 19)9 . 

t.:.V doar Senat or : 

J Shoult\ like to anSYrer in SOme dct oll the QUeStiOnS in your 
lettor of October 17, s o as to clarity certain snpoets of wobleu-'1 
relatinp; to gold . · 

You 1n'ite : 

"I acsune that you are cont1IN1n~ to ;>Ui·cbase at ~-35 
an ounce, an foroi&n gold tbllt 1& off~rod . ;n v:l ew 
ot depreciated foreiGn cur!'enciu, 'a uot t Hn equiv­
alent to paj'inr COMidCl•Abl,:r I.C.N 1:111n 1 35 M O'.lnCe 

so tar as tl·.e foruill)l seller ir concern«'.?" 

I P"n tmeertai.r. w>nt y i"Jn 110M b:. t.hio qurstion . It i.s subject 
to scverrl different interprotttJ~n• ~rni to nnl·o c•01-tair that you 
obt•l.n tho l nfor mation you as! l w:l)l onJ~avor to nnswer each of 
thom copnrotely. 

1 . r-oes t ho queo ticn ook \'lhl'thor· tho foroir,n seller 
of col d r cceivca o10r e :rurch••'l.ll(.' po•-cr ovor -~oods and 3er­
vices bare t han he ell<\ !'rior to <lopr<ciat.ion? If that 1s 
t ho senso or your (!Uestion th<1n tro aru:•cr is "llo" . The 
\))5 por ou.~ee ( l ess 1/4 e>f 1 :"'rcl'n t ) .rhich t!Jl foreign 
aell~r of gold rece1vPn pr<'ll;l\i>~ rC"prcscnt:; le5G a.nd eer­
tal nl.y not !'lOre purchasing ;x>":tr !n t!'r-"' of :;occls ond 
services in this country th:m ~t Jid before tbe c!epl·eci­
at.ion or currenci~s in rE.ccnt. onths . Zucb ,urehasir.« 
pol'er of !;35 in the Unit.e<! St3tu varieo , of course, rlth 
changes in prices of cooc!o and a~rvire: i n t he Unite<! StAtes . 
Since .-.ost goods am s ervic•s that C"n be purcbased here by 
o r esidant of a forcisn count!')' hnvc rioen in price durill; 
the past two I'!Onths, i t follOY·• t 11o01 th!J foreirn seller of 
eold probably gets lcos r ood• nnd aervicco for his ~)5 now 
th.m he dirl a fet< uto:.l h.:; a.:o , 

2, Jloos t he question no~ 11hoth~r tl~e farei~ner can get 
moro w11ts of his o•-m cur rency for s••l<' by •ell:L~ \t i n t he 
United St.ates t:= by sell'l.ll/' it in •. io u.m country? If this 
i s the s ens e of your c;uostion, naain the BJlSTier is "No" , \Ve 
pay no hi&her pr i ce f or cold (allen-tine for colllmis:ions, band­
line cll!lrr,es , ate, ) than othlir countrJM <lo, Aft-er a foreign 
seller of sold conver ts t he clollar~ he e>bt:tiM for hiS gold 
into s terling, for o"""'')lo, he 1'Uvls tl:at he bas approximately 
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tho sane enount of C'On<>y M he 11ould l111ve had 1! he 
had sold that gold i.n London , (For a further expla­
nation o.r this I rofcr you to i>~'COD 7, 8 Rnd 9 of IllY 
letter to Senator \Iegner, uatod ! Drch 22 1939 a 
cow or vrl>.ich is eneloeed !or your conve~ionce : ) 

3. Does the question ask whet her tho foreign 
oeller of gold get s ntore unito of hie 1 ocal curl'enc:y 
for his gold no" than he did before the depr eciation 
of h'is currency? rr thio is tho sons" or the question 
the ansrror is cleRrly "Yes" , That is' exactly what de- ' 
prccintio'l of a curr,..ncy in tert:'l8 o!' eolJ mc<1ns nancly 
t ' t L • r "" ' · ' . .a eac,. uru:t o a Ce:preciAtcd rurreney 1s C"X.changeable 
for ltsa eold. . 

4 . Does t he <:u.,st i on _,k •hot~..-- the grentt'r nur.ber 
of unit:: of the dPpn-cintod et.n'er.c·• r.h1cl> the foreign 
seller obt.a.:.ns for tus :'Old ern "'IUI"rh...,::c MOre goods and 
s crvicc3 at ho::e +~a .. •1 coulJ• t11e ~~,llC'r n,unber of units 
he obta'ned for his tol-~ befm•· doproc'atior.? The answer 
to this <tueot• .. oo in "Probably yea" . Pr:Jee3 in the country 
of o rtepreciat.ed curl'~ncy <to n<'t "ouolJ..v r l se as much ns 
tOO cnrrency dc!1rt"t. i.nt.os tor A c"'lnsi.dertblf"' pe-riod of time, 
if at a ll . JJurii\f· t l••t :-.r :i.od the holctcr or nroducer of 
gold nill got l'iOro loceJ cO<<lc nr¥1 eerv'lcoa r~r nr. ounce 
Of gOJ.t1 than he dj,<l !)(lfOI"l'o Jlut he fOtS 0101'0 Cooc<S only 
H he huy~ (;Oocis at ho,..o ; !'•rthormorn 1 he gets more goods 
for an ounce of cold mt becaueo ..-c contim•o to pay t-35 
an ounce for gol.:l, but h<'c•11M hii"'mn rountl"'/ gi.ves more 
units of its curre~:cy for an ••mco of " Old , 

\'!hen taken 1r. the ccntnxt nf ytriJ1 1"hol" Jetter om furiher 
">0~•1ble \ nterpretation oJ: your (UMtiOn SUf!C<StS i tself , You u,y 
'b!>.'asring wrotl".er the rect'nt <'epree, ation of roretot currencies will 
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Of i taol f lo3fl tn 8.'1 increA•f'G 1.-f"lcw Of fO}d, If t his iS the Sense 
of ynur question, the ~"-"""~' io •Pr<>bn'>cy no" . I t 1s, of course, 1J> 
llOS~\bk t~ f oretell At this tbe tll<' :.otd effect of a Europe at war 
Ul)C'n ow· bola11ce of !"'Y""'nts. Tho ~:1ncific effect of the rocent do­
:>r<"cl~ti<"ns or for ei{T. currMcios, ~lt"'cr, -..ould clearly seem to 
O!"CI"Ilt" i "'l t .hc direction of 1\ reduction 1'1 ~old o;fer1nes . Depreci­
atiol• or fore;.rn eurreneie' vis-1\-via t.hc <lollar ''"""" that American 
eoodo OnC oorvic~S arA less a ttrnctl vO to t he forcirner because ho 
must I· ive rror~" o£ his ovm curroncy in ox.cha~.~('l for n dollar •e 'ttorth 
of l'~rchlln<Uoe than fomerly. ln ot her 1.ordo, the de;>rcciat;.on of 
!oreir,n currencios is 11 factor 1•h.ich opcret es i n tht' direction of 
roduo1nn our OY.!'Or ts to am: ir.creMi nr our lnmorto i'rol'\ the eo1111tri es 
i nvolved . 'fhus the effect o£ t.hc Ohl>f160 1-'.J.) tond to r educe our 
favorable balance of trade and eon~cquont~ such Wl"" of gold as 
"'"Y bo nttri hutl'':>lc to our export ourpluo . lt is true that price 
ct~A.nr~• ra:1 i n tire o!fsrt the effect on tho r cleti.ve attractiveness 
ot foreien m:t AIMrican goods i nitiate<' by llr det>rociation of foreign 
currencies . nut even in non'18l t imes this ad.1ustment usUAlly does not 
tll!:e ·uaee for SOD! time· . 
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You as!< the further question: 

"If Yre put <>Ill" forcir.n tra~o •d th bollit\en,ntD on 
a strict •cash and em·ry• basi.., w111 1t not be 
lil:el;;- t o substantial'l.y 1 ncrcooe thio l nnow of 
forei gn ((Ol<l - perhaps to so d~ngeroua nn er.t.<>nt 
that vro finall;y shall practi cally rnonopnUw t he 
world 1 s P,old supply?" 

The prohibition of eredito to belliGerent eove~nts may 
possibly MVO the effect of reducing 011r experts to belli~-orcnt 
eountrlu. TlliB might in turn reduco tho value of our total cx­
;>ort:; co.-,e.rad with •mat Ollr <':..pert~ -.ould be Y~C>·e tbo J».-ohi bi­
t1on not lncludod in tbo l'(utrality Act, o.ere the be~er3nt 
;ove1'11Unts to ~cbaso SOllll. o! the:ir iJo;>orto frOCl the trnitod 
s•.atu on ereJSt, a portion o.~ tho ~· due n ni&ht be 
postpcn.;d . Howm•er , whet'x:r this postpc.,.ment YrCuJ.L result 
•wen Jn a t•r.1;x>rary r"Jnetlon in tllC btlm: of r,olt\ csnnot be 
!uroca~t bteauoo: 

{1) It is not. l:nor:n whllt !»'or~t1on <>f too dollars 
U!ICJd 1'or !"~nts Y.'ould bo tlettHiJ•(.U trm" t lx· nAlc to us 
o£ gold, anrl whtt. proport.1on \'tC\\IJ,d bt: ncqu".l'C~· fromct.Jwr 
sonrcns . 

{2) It is not l:nO\'Ill "hd.hnr on c:.xtcn:;lon of credi ts 
to bolli<;en.rts YIC\ll•; rusul t ir t;rPator purchase$ from the 
Hnit•:d iotat. o or "r»tl--r thoro w•:l:l r.l.11pl;r b0 a S\lbstitu­
tion of solll: crc.Ut ·=·chMco !or ca~h . .rurchn~cs , ()1J¥ in 
too latter :!rult.ancc '"'ulcl l t be :><;s• ibl~ for ;.>Grt of tho 
intlOPt of (:01~ t.o t h ' ntittd !'itl\~fot; t,n be. !XJStponed, In 
the fonlDr case it \"ll\\l.! D.:M th.o.t t.hc ,·old: Wlort "M>uld 
be tho """" ovCT >.I'C nt.urt ~r• od of t1t'lc rr.d l"'Olld be 
r,renter at somo subs•J<:\••)nt tl.J:r. 'l'hon er<.<Uto 11ere liqui­
dated. 

You ask this further ql•cctl.Qn vr1 th rcapuct to col<l : 

"l'lould this ( incrcavod in!l011 o! p,ol<J) nnt aor­
iottsly thrcatan th£ world 1 D cubsoql\cnt r eturn to 
tho usc of moJ.etery p;old - and thil:J r ol.f'tivol;y 
t hreaten tho ultilra1.c value of our 01<1o cnormrus 
cold hoard?" 

This war demonstr ates, if. any domnnntrotion were needed, that 
gold constitutes tho best t o= in which rorci.Qn o.•.ch8.J1i!e resources 
can bo hold , r:von uoder tho most. dU!ieult eon:11tions of ...er 1 bel­
ligerent governments which possess sold can bey w:t th it aeything 
that is !cr aale , 

• 
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The now situation in world trlldc brourlrt. hbout by the war in 
'iUl'O!lO will, ot course, introduce nome clli!Mile8 in tho <Ustrilloltion 
or coli\ among tho nations or tho world , I!Allir,oront countries will 
;>l'o'xlbly 108<> gold, but m.tMrous noutrol countri es, 1'11lich now !U>ve 
l i ttle r.old , may bo put in a position to incrca•e their holdings oa 
D l'ull\ll t or ill\J)l'OVO!IICntB in t heir trodo bcbncee. As • eoll.Se(Jucnce, 
tho Ylor 1!18Y .. au hove tho effect or co using a vlidor diatrl botion or 
colt\ amng the eountri~o of the world, S11ch an increase in gold 
hol din(;s by llllli'IY countriell 'I'OUl.d ~ive 100ro countricc a sta.'<e 1h the 
contillu&t1on of rold ... a t".CdiWil or intematlondl !"'Y"'"nts, The 
0old fli'O(luciJT eountrieD, of course - ineludint the Sritiah !lnpiro, 
w!>ich rfmr produces helf tho world•• gold - 11111 continue to hove a 
vital i nterest in t he U3<" of gold u n MOnetary netsl , 

The eo wnsi.dsrntions, aD trell a:s otl-..:rs, il:d.ieat<. t luot gold will 
OIIIOI':'O frO<t tJd o disturbo<l JlCriod with oddod prcstil;e as the intel'­
noti<-nsl atedi= of exeh.ango. Fer furthfr discussion ot the future 
ueol:\>lnens ol' gold as a CIOnotAr; <10tsl., yov ono;y wish to refer to 
J'O('Oft 16, 1?, lS ond 19 o! nv 1-::ttor to S~natOl' l'~ner roforred to 
llbovil, 

vnur laet question on g<>l,; rol.at <•• t o " •uer~sto<' clU>nge in 
om· I'IOIIOtN'j· policy• You aak : 

"Should not t he J1urnhMo of !orcio.:r\ uold be eur­
tatiod am rc-pr~.ccd nt l cnot ! or t ho period of 
tiXJ war?" 

1 O.n not clear wbetllOr by rt'-prici!U COl~ y<T>J t l>VC l.n Jllnd &n 

i neronsr. or a oocroasc in the pr i e<. of rol <l. 1 j Ut.!pc from the con­
text or your letter, howcv~r, thllt yt'l\l Clrt inquirinr about tho ef­
f.!cts or Q reduction in tiY: doll&l' prico of gold . 

I'Y rtcwa w1 th respect to the coneequorcc& ot n :duetions ill the 
"lri<>C or gold nrc .l'ully s&t forth in "' letter to Senl!ter ,._r ,..._ 
fcrr<>d to above, The discussion app&nrs on p&(te" 13 to 16 of thAt 
latter, and I thl.nk it ""'¥ be ap)l"opri&tc.l.y r o-rczd in connection 
1rltl. your inquiry . 

88 

You r niso the questl.on o! tllo lldvieabtiity of redueillg the price 
of gold "ror the period or tho """", Any oubetantial change in the 
prioo of cold whi ch is known to be toM))OrDry would ~.ave seriously die­
ruDtirl(i influences on trade and i ntoruntioMl cnpitlll nows. It ... ould 
introduce 6 still crcater risk clOJOCnt in busil1088 rolP.tions with !or­
OiCJI countries and would, moroover, tnorcneo world speculation in 
dolLnr oxohsn(;o, 

I """ turn to tbe queeti <-n in your letter rot'orring to the 
Stabtiisat1on f\lnd, 
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You write: 

" I should like to inqutro - it I am entitled to tho 
Womation - l7hether tho stabilization tund is now 
boinc used in connection with thu st11bUizotion of 
the British pound ard tho French trano; and whether 
ther e ia aey stabi lization ngrooront under lfhich we 
continue to operate in conjunction with England and 
Frnncv or aey other foreign countries . • 

iihen I a;>pearc<l bofore the S<lnat<- CGD:Iittce on Banld.ng and 
Currency last VArch, Senator Taft raiacd the foll~ question: 

•SuPJ)OSe there is a foro~ wu and lnlppose you go out 
and do what you can to bey t.2,oco,ooo,ooo 110rth of 
pounds: I sn •t the effect of th&t to t1Yc Dliland 
tho P""er to bey ~.:z,ooo,ooo,ooo 110rth of goods in 
this country under the cash and carr; prOYiaions?~ 

I would like to reaffirn tho position >lhich I took at that 
timo. 1~ reply ""s, and stn;; ia , as follows: 

"Senators, if there 1a r. war ln nny foreign country, 
bofore we >tould use t ho stabill.zat.ion fund or aey 
money in the Treasury to aosist any country in prose­
cuti~ that war, l would COml up boJ'C<re the proper 
cOtlmittoc and o.sk for f!llidnnce . " 

Tho stabUiution fund 1a not acqutrin• o-v currencies of 
bolligorent countries and 1a holc!inr only a trifling cmount of 
foreign currencies of bo~erent. countri~D ccquir!'CI long bofore 
the <'Utbreak of the war. 

1 trust that this furnishes you with tho Woraation you 
requested. 

Enoloeuroa • 

Sincerely, 

(Signed) HEliRY t.«>RnENTiiAU, JR., 

Seoretnry of tho Treasury. 

Honorable Arthur 11. V~enborg, 

United Stott-s Senate. 
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., 41&1' llr. lpedora 

lOll l:laft 1ntor.4 110 Ula~ 111 .-nooUan wl~ tbo 

~'"""' ..uan.uoa ot ~ JlntNU~ loc1el&U• "~»7 

\be 8 01111 of Rol)l'eiOIIt&Uftl tl:laN bat MOll 41-loa 

tor~Oirnlac the 1111 of the eta'l»11laaUOII tiUI4 u a ... , 

of len41ac .anor \o ID4 a14111C a MUSCONat eowb>) to 

nMnol the ..... ta baW aeke4 • tor u npNUloa 

ot fill T1ftl -.MI'IIlJIIf tb11 MUOI'o 

De etablU.aaU• tllll4 .u OI'Mtecl ~ to 

llloUon 10 of tho Oo14 lleu:n• AIR of ltM wbt.oh JII'O­

Tl4o4 111 Jllll't u tollowea 

"For tbo JIU'POIO Of I~U1a111C tho 
>nco ftl• ot tbe dollar, tbo 

looNt&J'7 of~ Yre&IIIJ7, Wl\h tbe 
~&1 of U. Pr11l&OIIt, dll'ootlJ 
or \hl'o\IP ll1llb ocoaoloe u be .., 
61olpa\l le ..atbol'laecl, tor tbe 
an-t o~ U. tu4 oetalllle.4 la 
tbll IIIUOII, to 4.1&1 111 1014 aM 
fell'elp •JIObance ud IIIOh otber ln.­
''-"''of eft41t aD4 eu:aU111 
U be _, 4Ma JIOOIII&l'J to ~ 
on \be ~· ot thle ... uo.. • • 

OoacNet • ltclel&Uoa 1a lN'I all4 aae bat ooat~ 

\11111 etaliUlaauo• powoN uUl J- 30, lNl. 

At 11 ..- olav 'lllr \be aboft cut•4 PI'Ofteloll, 

\be eta~uaauoa t.4 _, lad'llllf r= 1tuo ,_... 
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ex~ oa11 tor tlle ~ .. of •~1a1ac ~ -

U ..ae Mtn tor t111a 

pc'I>Oia 11114 DO' tor tlle PIIJ'POII of ~runr b 

OUl'l'lnolea of &111 fONlCD oou,,. "-' ~· "'-4 hu 

rro. UM \0 \1M aoqii1J'I4 fOJ'IlCD INI'I'IDOlllo "'-' 

t»IWIN 0 I lboald Uke \o lUte U.t b 1'-l~WsaUoa 

tllll4 11 not aoqulf'U. 11q _..nelea of Mllt.s-t 

oeM~trlll 11114 11 at Pft-' boldlnr ?48 ~ e'-l'ltna 

(.wroxS...\117 IS,MO) alll 3,818 ,... nh tf'&IIN (IIPPJ'OZ1-

_,e17 taa) wh1ob ""' Mqlllf'ld 1011£ Mfore tbl 011\bf'lak 

of tbl war. 

lbln I appeared Mtof'e 'lw Roue OolllllttM ca 

Oolaaa• 1 'lllllbh and ... .._, la1\ llu'oh la o~oa 

wUb \ he bill \o e:dend tbe abb1111&Uoa powere1 the 

following oollOCliQ" ~ pl&oe be\- Oonrre•­

AD4riiiD Uld IIJ'Ml fl 

"1111\. AIIDilESD. XII. ADd • blu a 
8'004 .a1Q" ~a •«• abol&\ tbl ae­
UwlUea of \bl Treaaul')' aa4 o~er 
apnotea of tbl Goftf'n_,, 11114 I ""' 
\o Milt Jou ~., Ia oonneo\loa wUh 
tbl nab111aatloa tlla4 1 baa &111 of b 
e\ablllaauoa tlln4 bean ulld lD 1111 
Mllfll1' to f1Jwlol a f-l«n JOftf'DMft\ 
ln thl purohall of a,._n\1 or •117 
otbll' war .upplteat 

1 SECRE'fARr II>IOD'fRAU. I oan an""' 
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... Ai!M • fbee Ud.1 flaa4 ,.. 
,_ aanao, h ~ 'ta. ,,.., •ul 1t 11 ..,, 
'UN la aar -1' &I part of tM flll'eStll poa., of tllle Goft_, wltb nr.: n •o 
IIIPPlJ1• _,. ..wuu ~ 1117 o•ta.• • ..,, 

ltiiCM'f.UU Qll&JmWJ. •· Ooape:rr;~ 
uadltr oatb1 u 11 ..,, 11114 tba' _,, 1J 
or lDUnnlJ•' 
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Ibn l~~P~Man4 _,_ the IIMM 00111111''" oa ...,_ 

111c u4 011rnM!r, Senatoao !aft 1'&1114 •ta. foUowhg q~a11U01U 

1MIIA'!'Oil !AI'f. !JQpoll tbtre 11 a 
toN1p - u4 IQPJ)OII 7W 10 od ... 
eo wbat 1• - ~ ~ b,ooo.:c'looo 
--'h of po s, ld ' tbl 1 a of 
.. , ,. g1'N Klg1aa4 ,,. JOWII' .. .., 

t:!,OOO,O:;:O WOI'tb of gooU la 'b11 
~ toM l&eb u4 ..,., PJ'091-
I1C111.1f 

., PaplJ -~ AI foUOWII 

•s.na..._, 1f 'here 11 a _,. la a11r 
~ _.....,, ~fo:re w ~4 •• tM 

1&&Uoll fle4 oJ'.., _, la tbl 
ft I IQJ'f - aall-' a1tJ I Llb7 1a ~ 
MUUIIs tha' WI' l W1114- liP 'Mfwl 
tbl """• ...&bee ut .. tw lrll' •· • 
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., nz"•• te tile tw ... llllf ' tdlPlea a , tM 

-· 8D4 J ww14 11M te ... fflN U. poelU• wllltla I 

to*., .. , ~ ., •• tbt ...................... , .... . 

I • &leo •elodJW aa of ,...tale ........ , Ia 

~~ •~ eepiU ot a ....... • t •1• fll -n• 

Jlr,.••• wbt.4b J baw 11M witla aa.w tea' 2 I• 

1 tNet thle ~ ,.. wltb tbe u••=tt• .. ,, ........ 

... wnu- 1o .,...., t, 

(Upe4) L .. ,.,..._, b., 

laao..., of Ull ,_...,, 

..... fill Jt&pae I .U'fOio 
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cordell 
Hull: 

H.lLJr: 

H: 

H. I~ . Jr: 

H: 

R.M.Jr: 

H: 

I!.M.Jr: 

H: 

H.I! .Jr: 

R: 

H.M .Jr: 

H.M.Jr : 

' \ 

November 29, l94o 
1:02 p.m. 

Hello, Henry. 

Hello, Cordell. 

What' a doing? 

Well, the President had me on the wire and aaid 
I had t o make a loan to China today tor $50 
million. 

Well , I haven 't gone into the technical aide ot 
that. I have been giving attention - tal klr.g 
to Jeaae Jones about hie branch ot it. 

Vell , thia ie the poi nt, and I wanted juat to 
tall you. I've looked up my correepondence and 
I wrote both to Speaker Bankhead and Vandenburg 
a letter that batore I would make any l oan out 
ot the Stabilitation fund to a country which wae 
at war, I would come up before the Committee and 
aek t or guidance. 

I see. 

Now in view ·ot that I'ye got to appear before 
theae committaee and I ve aaked Senator Vagner 
and Somere or New York t o call a meeting tor 
Monday morning - a oontidential meetin~, and 
I' ll a ppear before it and tell them the atory 
and aak tor their guidance. 

Yea. 

But I couldn 1 t get 111 legialation through 
origi nally unleae I gave them my word that I 
would do that. 

Yet, I aea. 

I' m going to tell that to the Preeident 
but I wanted to tell you betore hand eo 
could be thinking about it. 

Yea. 

too, 
you 

And be eeema in auch a hurry, and I'll want 
eomebody tro• the State Department pretty high 
up to go along w1 th me and aay that thie 1e 
neceaeary aa a matter or f oreign policy. 
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H.M.J r: 

K: 

H.M.Jr : 

8: 

H.M. Jr: 

H: 

H.M.Jr : 

H: 

H.M.Jr: 

H: 

P. . X.Jr: 

H: 

H.M.Jr: 

' 

- 2 -

Well, I think the Preeldent - he probably When 
he rlnde out the extent or your oommitmente, 
he'll understand that. 

But I'll want somebody tha t you'll let me have to 
go along and eay how you r eel . 

Yea. Well, 1 think - do you and Fele - do you 
oonrer any~heae daye? 

Well , I haven 't aeen him but I'd rather have 
- I thl nk 1t1 a i mportant enough that Suaner 
Welle• go or •••.• 

Oh, I eee. Th1a la eo techni cal I don't know 
muoh about it. 

Wel l, it ian't on t he technical end .•••.• 

You mean somebody to go up with you betore the 
Committee. 

Yeah and eo ir they eay, well, doee t he State 
Department eay that thie ie a matter that they 
approve on the tore1gn policy - not on the ••••• 

I eee. All right. I'll take lt up wlth my rolka. 

And becauee - I eay I'm going to brlng it up at 
2 becauae the Preaident ahot th1a at me and I 
wanted you to ••.••• 

Yeah. They've got an emergency situation l n the 
rar Eaat. I gueea that'• the rea•on he ' • ln a 
burry. 

Well, help me out nov . I need eome help. 

Yeah. Muoh obliged, Benry. 

Thank you. 
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DATa llo.,...ber 29, 19ll0 

secret&r7 llor&ent)ljou 

' TRICTLY CONFI DEN TIAL 
Reference 1o modo t o our con!erence thh mornl114 in ...,lch I reported that our 

eQteeont to purchaoo 7\la.ll b.Y the stabllilation J\md !roa tho Central l!allk ot Chl.Da 
explreo on Dtcnbor }1, 191K>. 11 tha Chiuu Whh a ron~ ot thh asrenent thq 
ore 111pp0ted t o reouoot ouch a renewal thlrt:r d3;fo prlor to tho up1rat1e>n date, 
v!:!lch would bo December 1. In the :paot the Chlnooo ha.,. uoually o ... r1oolced thlo 
allp\Wltlon Ill t he a&re•oot and we )ljo.,. couoouonUy lot ton d3;fo olqoo before 
loqlllrl n& whothor tho:r 4eo1rod a renewal e>t t ho a&r••oot. Our proo«11t plan 1o to 
~:a .. tho J'edoral Ruono l!allk ot !lev York cahlo China on Dec .. bor 10, 1.1 thq aay 
oot hon had word by that date t)ljot t ho Ch1Jlo11 dooired t ho ron~. 

In nov ot tho nov oltw.Uon, howner, lt 1o ouaootod thot :rou ai~t la:oedlato1y, 
or obultaoeouol:r with llr. Jonoo 1 &llllounc•ont e>t a nov credit by tho Export-Ilaport 
a,n~:, rtn 011t a preoo ro1oaoo along tho tollovlllt; 11uo: 

•soorotar:r Morgonth&u announced toda:r that ho 1o ottol'ia,; t o utolld 
(or lo extending) tor a further period beyond Doc•bor 31, 19lj(), tho 
orr&n&e:oont modo public on July 9, 1937, under which tho Central :Sank e>t 
Chino h onobled, under conditione which u!ojlll&l'd tho latoreoh ot both 
countrloo, t o obtain from the stabi11oatlon J\md e>t t ho United Statoo 
$50 ,000,000 ot dollar ox~ tor curron07 otab11ioatlon purpoooo . • 

llo ban luued oollliiWliqu .. on cert ain oceaolono In tho put won thlo arr-ent 
baa been ronoved. !b.h nov axtonolon, in tho ,,.., of $50 ,000,000, roqulru no further 
"'tborluUon or non ee>noultaUon vlth Cengruolonal ooaatu .... 
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C!li!J'lD!:!"!l.lL 

T REASURY DEPARTMENT 

WASHINGTON 

C,n,.eral'tion with ~:r. Swift o! t llfl! A'lttric,.n Reel Croee . (. 'r. 

97 j 

,.v 1 v 1 ftt)t P'IPilt~ b'l.e tod.py, 10 ~hrt Lr . Pehle er:d I had l' t rl with 
r. •l'tl 

r . .. vi:t. 1 i d tt'-·t thla 1n!ormrt1~n n a hi&)\ly eon.!it enti"ll 1nd 
J:.~t v ' "'"TtiCU-lerly ~Jua ~t it t bout4 not be vid.el¥ ClOl•''Tl o:r 

·~· ~, :, ,. '?rete • 

.. r . ':ho~· .. _r-:ont U!.d be~>n to Hoover $'~<~i)u relief ::Pt t era 
,,.,.n~,.d it) c?tr.e ! ere ~nd vc.ntP to !tr.d ou~ tr.e Ad.llin1atrr.­

t1.,n ' • 1)01n" of vie'r'. So :rt 8!10. !:r. Devil '"" t .. lll Pretident . 
, ~r•l ld•nt ~~ de!ini t•ly in ! r vor of lftndt~ ~ ~t tnie ti;ft 

:J ·.u:,ccu r)ied Frr.nee for t 'he uae t:~f t}le children. ~r~ilk, cod liver 
o1 ~ , n concentrated vitnminea. "nd 10 1ntorlflftd ~~r . L A!ll.ont r.od 
L Dov!e . 

A ar.ort tir~e before thi• conference, l!r . Dllvie hPd nitten 
t' t•• ~rttith A~ba••~~or sugge&tin~ t hr \ th~ !ritien ~Tnend their 
t et1~1tion ,f ~~dicFl eu,~l1 ec to include r11~ . cod liver oil, ~n4 
e'~etntr~te~ vitPnl nea . ~he l etter •ua'e•t~ th~t t heae aupyl iea 
•h 11t b~ •~nt t~ Pr~nce ~?th occuJled ~n4 unoceu~ied . They 
VO"J.l ~~ ael'\t. 1., 'OCC'~'«e l' un er tr.e "U-I"l1cea of tt.t ~~ Cros&, 
O"\ Fe cr,•• thll')a, v-n;.ld be rf'cel-.ecl ~,_ :rr .. ne~ b·· tJ.~ Red. CrtJtl, 

n4 v u\ ~e distributed un-er Red Cr?at •uap\cea tnd o~ F~ Cro'• 
r'' ~~~1~111ty t~ ~e it ee~tPln th#t ,nlr children vo~~ receive 
• _,~ 11 lll~a. In cne ~vent o! ~~ lnter'ere,ce vit' tr.e ~d 
Cr~• c1ntrol ~it.er by the ~rene~ or by t~e le~n ~uthoritlee 

hiomenta ~~ld be stottned. The l etttr v~• in tLe to~ ot 
~ au~ eation t , t~~ !r1t1eh t~t th~ •c~ion be t~~en by ~~~ 
r1t'\t~~l _;ov.-rnm~nt on ite ovn accord ".nl not tbrt it be tAken 

~r , c~n•e~~ne~ ~f p rPature in tbla country ~r even P- e con­
l(tt''Jtnce o<f A request f roo th~ .AmerlcPn 'Red Croea . 

• r. ~wlft told ue t hrt he IUidtretood th•t tl\• A!!lboooador 
vot tcvora.ble •nd .!r. Svift thow;ht It ~u1te likely tMt t he 
' rltl•h would add thea• ert!cl•• to th•lr lltt of oedlcal 
"'" •li t o •llo .. ed to -o tbrouR> tho bloelclde . 
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r . ..,vt,.t furt t.er told 'lf tl'.ll t tho 1fltt.r•c \r 1ch !be :.td. 
• ., ... erfll r,.c~ivinll' i ndi ca t f"d tl.r t t.t~ peot)l & i n thle collntry . 
~\·e f'vor~'bte on se::di n..• eun"?liea t o t h• ch114r en, tout .,..ere 
, .. ft vor~'le to 6{enrr~l r elc.xatlon of t l-.t blockn.de . 

,. unl\flll' lltood th .... t .. r. KJ)over fl'vored a end\!'1~~" rood to 
~1 ·iu~ , Hol lnnd , Norwey, Sweden , ~nd noaalb\y ~cnRGrk. He wee 

,,t c')ncerned with Finl And , nor wi th \'n?ecu..,~~~>~ "rrPnce . T:h1a 
lii1T~flt •.1 t~ 1\ conver&r+i-:n r,_1)0rt~~~~ t o P",e , o;\.,"t. Hoover srid 

,., -rtr t et t nefd wan "Be-l gium , ,...nd that l.e want ... d t o .~ ... rt tl"t:re • 

.. y T)f'tt">n~l co!:. .... e:lt oz:. Lr. Lfi.!10nt 1 a 1nter• at 11 r l"'Uesa t he:t. 
• t"' bft•n tPil~-1-.. :· t o R~over, but tt.r t " • ia pe.rtoMll;- at:-on~l)' 
• -~r1Uah •.ni .r;; t..c ve be,.n cc:'l.cerntd 1r. the roau!t. of Soov,.r 1 c 

C "' l "'ll "!lf1 ti'Pt. t'.e VF.J1t•d !~ !ind ')Ut l".?V ""NCf. effeO~ it Vt"f: 

:• t) t.: "~e ! :'1 .. • el':.in6-:on . :.r . .Sv1t t hltd n 'l o...,1.~1~r. ')1: t t i1 
4~~~ . l t 11 ~~eed ~n A c ~nTere•ti n ~ ttj .Jt. Lr~ont r~ce&t~7 

1 r~c L e ~xur~seed her eelf v~r\ ttron~ly P •1nat r~v rPlfxatioo 
,r t l.OC..llllde , t'l.~!':eetinv e-ven thrt 1~ tr ~ b~en t'lld ., ... t 
• ~r~ ,.. 1 .lent ; of r.Jil in ~v1. tr;er"lfn.d Yr.!.c CO'll.J bf' urc.:.t~ted 

) llf' t '"'r· o1ce. r,r . Slt(i ft C" fin.l t,.l.:t I' 1 ti"' t t; .. aUk e.;.tr?l)" 
1 0#·1 t1•rl.tt.nd 1e l.itt~i ted , Out .;t~ri'.M.£ t ' el'f" h fiV' 1lr'ble' t":ent y­
j 1. '"' ~ ou.o: r.~ dollr-r s worth , m)n t i ft) r th"' next thl'P.e montt.t, 
t .u.et,, ~<n inAll.fJ i cie.nt · t:l'>lUlt , ao th• t 1.1\ hit Jud ;:~r: ~':. t~••re 
1P r~t~rt nrPd 0~ mttk f r? t :-~1r Clunt.,, . It •d.1.t interect you 

' r. \J ~; rt ...... Red Cr oa5 BEtnt nlU: t o Polrn f f' ''i Uii l~- in tin 
c· r . 1.1 ~r1t1a~1 ...,ovcr n.r.tent obJflct~~t' tl) t• ~i• erondtr: t eo :....i,k" 
\ ...... , ,., tl." t t ~ li.ed CrO&fl s~nt. tr.flf'J 'il n;c: 1 ""C r -•a in 

rd•r \.J ~ tt1f' 'J4Jr'll-<~1t v~uld f\")t , ~ :h,. Cl'nt . 1" • o 11~ oea 
r :a. it '-'J2..d Plllo :o irL or·.er ?r e'" r 4. o""r .. e · •f" re-

r, l\ . 
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Secretary of Sta t e , 

Waabington. 

3900, lovcmbcr 39. 

FOR !RE.48URT. 

l'LliJ 

LOJIDCII 

S9 

Dated IOVCIII'bcr 39, 1940 

~o'd 4 :15 p. m. 

xr. Korg.:ntbau' a pres• oo:'lfennoc of yesterday 18 

reported in 80DJ< of tb£ London papers today. Th£ 

FlN.UlOU.L TillES quotce the paaeage stating tbat thE 

Secretary of tbr: Treasury is •not ready to cxprus any 

vine on po .. iblc finanoia.l aid to Britain, H.: euggntcd 

that tbc Unittd St a.tce ebould look at some of the oasb 

U8ete of tbc Bri tUb before oonaidcring thE pw:cbasc of 

any of Britain' a Wut Indi&P Islands in order to fa.oilitatc 

war purcbaau. • The aamr pus age ill quoted aleo by tbot 

FlBAliOU L BEWS a.nd the Waabington oorrcepondent of tbc 

TDIE8. Botb financial popcre etate that xr. llorg.:ntbau 

declined to anewc~ a. que•tion ae to wbetber be .as prepared 

to reply to Senat or Wagner's tortbooming request for a. 

statement of tbe exact extent of British invcetu.nte in 

tbc Uilited St a tu. Tbe FIIJIABOIAL NEWS in tbc ea.mc artiolc 

quotu 
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-3- 3900 NovtmbEr 39 , from London 

quotc 8 Stnator G£orgt 1 8 statement that he f avors aid 

to Britain and will •go the dietanc• with the Chief 

Executive " and infus f r om t his that "som•thing def ini te 

will b< dOn£ as soon ae the new Congress mtets in January• , 

The Washington corr espondent of the TIMES pointe out that 

the Senate Banking Committe• was authorized more than a 

year aeo to investigatE fortign capi tal in the United 

Statu and quo t es ~·nator Wagmr ae saying tl1at , 1The 

study of how G£rmany, England and th< other nc.tiono an 

financing their cos tly outlays C."1d cvoiding inflation• 

will bc inolu~.o:d •on the ground that legiSlation i n the 

United Stat• s may be n• c• ssary to control any t endE ncy 

t owards inflat ion• t her<. Of particular interes t i n the 

TIUES report f r om Washington is tht following statEment: 

•ur. Uorgcnthau•s r <fcrcncc this morning to liquid assets 

carried the official implication t hat there would bE 

dieouee i on bctw••n the governments on the next and proper 

step towards some s t t t l cmrnt1 , 

JOHNSON 

NPL 
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FOR RELEASE, l!OR."UNG PAPERS 
Friday, November 29. 19~. ' 

The Secretary of the Treasury gives notice that tenders are 

invited ror Treasury bills to the amount or t lOO,ooo, ooo, or t here­

abouts , They will be designated Nat i onal Defense Series, 91-day 

bills; And will be sold on a di scount basis to the highes t bidders . 

Tenders will be r eceived a t the Federal Reserve Banks, or the 

branches ther eof , up t o two o 1clock p, m. , Eastern Standard time, 

on Monday, December 2, 194o. Tenders will not be received at the 

':'reaaury Depart ment , Washington , 

These bills will be issued pursuant to the provisions o f 

Section }02 of t he Revenue Act of 194o, approved June 25, 194o. 

Under the authority or that secti on "National Defense Series• 

obligations may be i ssued t o provide t he Treasury with funds t o 

meet any expenditures made , af t er June }0, 194o, for the national 

defense, or t o reimburse the general fund or the Treasury therefor. 

The Treasury bills will be dated December 4, 194o, and will 

oature on March 5, 1941, and on the maturity date the face amount 

v111 be payable wi thout i nterest . They will be issued i n bearer 

to~ only, and in amounts or denominations or t l , OOO, $10,000 , 

810o, oco, t 500,ooo, and $l,ooo, oor (maturity value) , 

It i s urged that tenders be made on th' printed forms and 

forwarded in the special envelopes which will be supplied by the 

Federal Reserve Banks or branches upon appl i cat i on therefor , 

No t ender for an amount less t han 81, 000 will be considered, 

Each t ender must be 1n multiples of 11,000. The pri ce offered 

must be expressed on the basis or 100, with not more t han three 

decimal places, e. g. , 99 . 125. Fractions must not be used, 

Regraded Uclassified



t02 
- 2-

Tenders will be accepted without cash deposit from incor­

porated bAnks and trust companies and from responsible and 

recogni ted dealers in i nvestment securiti es . Tenders rrom other s 

must be nccorr.panied by n deposit of 10 per oent of the face amount 

of Treasury bills appl i ed for , unless the t enders are accompanied 

by an expr ess guaranty of payment by an incorporated bank or trus t 

company. 

I~ediately after the closing hour for receipt or t endero on 

December 2, 19~, all t enders received at the Federal Reserve 

Banks or branches thereof up t o t he closing hour will be opened 

and publ i c announce~ent of the acceptable prices will follow as 

soon as possible thereafter, probably on the following morning. 

The Seorotnry of the Treasury expressly r eserves the right to re­

Ject any or all tenders or parts of t enlor a, and to allo t leas 

than tho amoun t applied for, and hi o notion in a ny such r espec t 

shall be final . Those submitting t onder a will be advised of the 

acceptance or rejecticn ther eof . Paym~r.t at the price offer ed for 

Treasury bills allotted must be made at tho Federal Reserve Sanks 

in cash or other i mmediately available funds on Dec~~ber ~. 19~ . 

• 

' I 

The Treqsury bills will be e xempt, as to principal and i n­

t erest, and any gain from the sale or other disposition thereof 

will also be exempt , from all t axation, except estat e and inheri­

t ance t a xeo , (At tention is invited t o Treasury Decision 4550, rul­

ing that Treasury bills are no t exempt from the gift tax. ) No 

loss from the sale or other d i sposition of t he Treasury bills shall 

be alloved ae a deduction, or otherwise reoogni~ed, for t he pur­

posea of any tax nov or hereAf t er i mposed by the United Statee or 

any or ita possesslona . 

' ' 

• 
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Treasury Department Circular No. ~18, ae amended, and thla 

not1oe pr escribe the terms of the Treasury bi lla and govern t he 

cond1t1ona or their issue. Copi es or the circular may be obt ained 

rro= any Federal Reserve Bank or branch thereof. 

-oOo-
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:roR TOtl!l IliFOIU!A':IOll 

llove~:~ber 30, 1940 

ro: Tho SecretP-ry 

;"roc : Hr. YoWlll 

Re: E!conoaic Detf!lnae 

Durl~ your ab oence I ende~Yored t o ke~ In touch ~itb 
te•elo~centa concer~1ng eeono~e detente outaide ot the 
"reA0\11')', I undorotRnd thl-t pr epl\rM!on hl-o boon ... de nnd 
eooe eort of n ~lan eet un for the eatpbliahcent of an 
:conon1 e Defense !Qp~d. ~reaumAbly undor the direction or 
Colonol l·IIIX>Iell Md vit~. the help ot llr, .lleXAnder Henderaon 
o! the De fenoe Cocrnioa1on. In addition , I underotand thet 
l.r. Ste ttinlue h!\0 aoked tbe Bud(;et tor M extrll epprot1riA­
tlon !or cnrrylne on economic defonae nct1vity. 

10-~ 

I hAve tnlked l'Jith ~{r. 'Berle aevernl t1Cies concerning 
' tio oubJoct , And ho is ln•istent Ul)on tho f ACt thAt the Job 
ohould be done b;r the TreP-oury Der•rtoellt >rlth the hel p of 
th• Stete ~rrtaent Bnd '!>OSOibly J eue Jonoo. Be 11 definitely 
o~poood to nnything be l ne done on It, exc0t1t In "mechanicnl 
¥~f. by e ither the Defente Co~1aa1on or by ~xnort Control. 

0! CO~IO, the lo~icel ~lACe for thll Job ia the ~e&aury 
tue to !'ro: en runts con!:rol, rorel.;n pur<:hna1Qd coordination, 
~~ other tctlvltieo which tie i n on t~t , 1cture. lncldent&ll y, 
tht Depnrtaent of Juotlce ~~ .~ oo conl~ted co indirectly In 
order t o con!er on the undercoYer ~.pecte or econo~c defenee . 
Of' cotLrle. if extene1on of exch~e control 11 &.pproYed, 1t vlll 
tend to thro•' the .mol e a1 tul'tion into our h~a. 

1 t. would ueea to oe tMt l)erht\pl eoue nrrange:n.ent coulO. be 
=•de whereby ?OU would be oppriaod of whnt St ett iniua nnd U$XVell 
pro~ooe to do before a definite roco...,ond!ltion Ia aent to tho 
Prooident. 
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TO: 
FRCJ.! : 

llovl<lbor 29, 1940. 

Secretary Yorgentha~
0

~ 
Ur . Gaston 

I eallod Ralph Budd's o!fica yeoterdq and suggested to 
hie usiatant, Fisher, that Waeache and I would be &lad to cou 
over and aee l:r. Budd to talk over the Lakes ice breaking situ­
Ation. As a result Budd's o!!ice called • this mrning and 
asked 1! we could come in at teD o'clock. The result wu, I 
think, an entirel;y satie!actory solution all around. Budd talked 
to A. '1'. 'flood in Cleveland onr the phone and at Wood•• suggestion 
ft agreed to transfer the TAIIaa, now at Cleveand., to Sault Ste. 
llarie and bring the OOSIPEE, which is an old coel burning cutter 
with reciprocating engines, down to Cleveland !or the winter. 
Tho TAHCIIo!A is one ot the class ot !ivo 165 tt. cutters 'll'hich were 
designed with a view to having pretty good ice breaking qualities 
along with sea worthiness . She is of the sl\m8 class as the 
CQ.WICRE, which was the pioneer boat to Gr eenland. We also 
agreed that Coast Ouard would pay the cost or hiring from the 
PeMsylvonia Railroad, for ice breaking purposes in the spring, 
the car terry, Chief l/antem, which regularly runs f rom St. Ignace 
to ~kinaw City, across the Stra1 to or Yackinae . This is a 
good sized ship, about six to eight thousand tons, with two pro­
pellers att and one in the bow, havine beon designed especially 
as an ice breaker. It will walk ri£ht through ice that would 
stall aey of our cutters. 

I told Budd that 7® were anxioue that we should work out 
an arranee.,.nt cOI!lplately satisfactory to h1a and he seeJ:Jed entirely 
pleased by this plan, as did A. T. Wood . 

I am attaching a copy of a letter that I wrote to Budd ~. 

Attachment. 
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TREASURY DEPARTMENT 

INTEIII OI'I'ICE COMMUNICATION 

to Seeretaey Korpntbau 

,_ )(r, Cochran 

to7 I 

OAT& lloTOmbor 29, 19llo 

Mr. )(.X01 ot tho hr !aotern Di'l'ialon of tho Department ot State t alked wit h •• 

b)' telephone at 10130 thio aorD1JlC, I!o w.,.ted t o bri JlC me to date in roprd to con­

TOrootlooe betvoon hio Department IUl4 llr. ll'redericlc Dol boaro, A4Yhor to the OoYOrDilont 

or ~lond. He bad inotrucUono !r010 Mr. Hull ton, Chief ot hh DiYhion, t o rotor 

lo ff1 con.,.raaUon with l'.r . LiY0007, IUl4 to lot ao know t ho oral mou..,;o which 
l'r. l!oallton bad pnn l!r . Dolbouo ao a couo.;uoneo of 0111 a ou..,;o to LIYOoq. It 

will be recalled that thare baa boon an lnh rch&DCo of Intonation between State fUl4 

~rMtur7 In roprd to Dolb03l'e 1 o illtoreot In obtaiDillC a loaD f or !hal land. When 

LltOoey talked with ao laot he lot 110 know that Dolboare bad told tho Department or 

State tlult ho hoped to obtain ouch a loan either from tho Export-l~~~port :Bank, tho 

Fo4eral lleoeno Syot..,, or co~~morolel banks. !be State Departmo.nt had promhed to 

p n lilil ito neva on thooo threa alternaUna. When LiTOtl1 aonUoned t heoe to me he 

,.,.r.,·re<l .. artt culo.rl:r to t he t hird alternatln, which would iJIYOln the u se of '1ba.l l.eD4 1 o 

lO,OOO,oOo ot sold on depoolt with t he Peder al ltuor.,. l!eDlc of l!ov Yorlc ao coU.,teral 

(
'or lOVls vhleh &lcht be «inn to 'thailand b1 coamorci31 banka. I han told Ll.,.oo1 

.hAl the Tr eeeury would not dhcuu ouch a p oodblllt7 with DolbeiU'o or with tho J'edoral 

Ronne llenk of J:o., Yorlc or with oonnorcl al bonlee until or unleu t ho Department of 

Stole alght let 111 know daflnltol1 that It faYored tho Treaour7 glrlng ouch exceptional 

eonalderatlon to a reouost of 'lballand. 1 r.,.lndod L1Yeao7 t hat we had not followed 

the oraetlce in tho paat ot p onoltU.ng gold hold b1 tho !'edoral to be uaed to collater31-

h e • lO&D pr1Yatel1 ud.e. Yo had retrainee!. fro• soi"C ahead with our contomploted 

IJ>"to•al of a 9ponloh propooiUon i n thlo reopoct when tho St,.to Depart ment had lot uo 

bov thAt the)' obJected to ouch o plon on polit1c31 grounde, I tole!. Llnoo:r that t he 

cor~ ltions in the !'tr E~at are ouch at the preoont time t hat t ho State Depo.rtcont muot 

surely have eo~>o po o1t1ve v1ovo IU to what the o.ttltudo of t ho Treasury ehould be in 

tbe '!>rettlees. 

1:r . !(cZo,y told ao t hat, tollovlng...., tho idea of r:t1 con.,.raaUon vith L1Too11, 

•·r. :!:::~Uton 11M eo.noraased tho opinion in tho DopiU'tr«nt ot State and bad then tole­

r hone<' Dolbearo In !lev York 3long the following llnoo. The i doa of a loan troa tho 

~rt-Imoort !&Ilk or trom tho fodorel ReeorYo Syot«n bad boon doomed not adY1aablo. 

lll\h r eepoet to tbe third 3ltorna t1TO above lhhd, t ho State Deportment did not feel 

that pr e•ent circwutancoo would wo.rrant I t to recommend t o tho Troa our:r Department 

that OJI1 .,..,0\U'eo be talcOJ> I n tho proaent i notaneo which haYO not boon talcen In t ho 

1'-'lt, !!aailton did not 'Dr eolude tho poasiblllty or l!r . Dolb03l'e reopon1~>~; t hb cueo­

llo> vlth t ho Depar tment. of State at """" core pr op ltlouo d&to, Likevloo he did not 

4loeoure«<> ~!r. Dolbearo when tho latter sug&ottod that he alcht talco up the aattor 

41roct!y vith the colllll!ercial banko, vith tho roouut that thq In turn appro11eh tho 

Trtao\U'y throii(Jb tho !'odor ol Reaono :Bank of Now York. llr. Hamilton asked, ho~tonr, 
that vo in t ho Trenour:y l ot him lcnov batore vo g iYo any def inite anowor t o a roquoot 

·eeet..e4 throu.;~> ouch ehannolo, 
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1 \ol4 11r. llc!aT t~t IS oao of the prhah 'buko cot la t oach vl\b u .,.,. ,.. 
woul4 4of1Ditll:r 41oo.,...OCO II10il a 'ballk t roa aalr:lac a f onoal appllcaUoa, coao14or­
ill4t tho poliUc.l tactoro laYOlncl. I \old b.1a t~t w ba4 p reto,.,.o4 a 711J' aco • 
.me• thio quooUOil caao up, t~t tho laUoaal Clt7 l!ult ohoul4 100\ tllo a tonoal 

Ucall••· OUr a4't'ico to the llaUoaal CU7 or ..,_h,..r 'baalt alpt appl;r la tho 
:Seen I c1rcuutallceo voul4 'bo tho ,.,... I prot~he4 to lt~ Ill'. l!aalltoa lalov if tbo 
uooUon •ishl 'bl pooe4 to uo. Ill'. McXq W>ll.erotoo4 ..,_, tho !h'eaiiU1'7'• aaover voul4 

~~ 1f l hh quootloA coaoo up iamo41ahl7, 'but bope4 vo voul4 conoult vUh Ill', llaa1Uoll 
before cirllll &ll7 aaOYOr U lho aathr h 4roppe4 tor t ho proonl bul lhoul4 'be r1Yhl4 
, .. , later 4ah llhe ooli41Uono aro 4UferoAI, I 11&417 acroe4 to lbio , 
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1 TREASURY DEPARTMENT 

INTKR 01'1'1Cil COMNUNICAT10N 

fO Soorotarr Kore-a~ 

, 110w Mr. Ooohru CONFIDENTIAL 

Ro&lotored thrllnc tra110aoUono of tho roporUnc bulto voro o.o follovoa 

Sold to c.,..orcllll concoru .n~,ooo 

Purcbaood trca co-rcllll concorno l}l,OOO 

Oooa Mrkot otnUnc rat.1nod at 4. 0}-3/4 1111Ul late 1n tho 4&1.' It cloood 
ol -.oil. !r&Aot.eUODI of tho repor tlDC 'bulto vue ao tollov01 

Sold to C-orcllll COilCOrllO Cf , 000 
Purchaood froa c-rollll ooncorno £2, 000 

109 

J.o tor tho other curroDOloo, there n o a ellpt voalo:onlnc 1n tho raho tor 
CoaadlaD dollar, lwioo traDO t.D4 Cuban pooo. Oloo1AC quotatlono voro ao follovo& 

Cuodlan dollar 
lwhl traDO 
8vo4Uh kro11a 
S.1ch.-rlt 
Lira 
Arceatlne p .. o (free) 
lrt.e111aa ailrele (tree) 
Ko:dcaa pooo 
Man peoo 

!hero were 11.0 pld truot.Ctioao co..-tod 1>1 u todq. 

!ho loderlll a.oe~ J&U: of Wev Torlc reported that the IIAak of Canoda M4e \Yo 
a.~ipoonto ot pld totallDC ~.117 ,000 troa Cauda to the lodoral, tor accoant of 
lllo Oo .. rnaont of O.U.S.., for elllo to tho Wev Torlc .t.oeq Office, 

!ho 1 .. 11., pld price vao 1111oba11Co4 at tho ~utftl•t of $33• 77 • ' lUTer 1n 
!oobq vat eloo 1111cbanco4 at 43. 11~. 

In London, a p rloo of 2~7/Sd vao t1xod tor both epot t.D4 fornrd ellTer, 
roproaont!IIC a doollno of 1/Sd 1n oacb oaoo. !rho dollt.r oqulftlnt of thlo prloe 
h 41,5~. 

l!a.D4r and a.,...•, oottloaont price tor forolp ollTt.r vao 1111cbaDCo4 at 34-3/"41• 
'l'rouu.rr• o pvobaoo prloo tor f orolp ailnr wa• aloo •obellc" &t Yll• 

Regraded Uclassified
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Vt 11141 \OA purohAIII or ollTer tot&U"C 11}4 ·934 OWlOII Ul>iltr tho SUTor 
1\lrolall ~t . Ot thh a&ount, 200 ,000 ouncoo r eprooonted. a u.l.t troa 1nnnto17, 
.. 4 Ul• re:.oin1"1 6}4.9}4 OUilC II coJitioted. of new pro4v.cUon tro• torolp couatrloo, 
ror ro,.,.tll 4tl1'1'tf7• 

'II• .U•o purohaoed. 250 ,000 oUilcoo of o1lnr trca tho Balik or Oana4& unilor our 
regular eontlll7 auo ... ont • r&i t1nc tho total boucbt troa tho\ oour co tb1o aonth to 
}50•000 ouncoo, ao ocn1not tho ocreo4 aontbl7 11a1t of 1 , 200 ,000 ouncoo. It v1ll 
be oboe"td th&t, In tho paot !our men tho, tho Balik c! Oana4& hot ool4 uo onl7 
2,175•000 ounooo or o1lnr, co•pued. wi th o l1mH of 4,1100,000 ouncoo. At tho on! 
or soptocbor, on o!!1c1cl of tho Bonk or Cana4& oontlrao4 that tho Caudilll IIi At 
bAA ..,q,U rtd tubotuUal uoW>to of that CoW>tey1 o novl7 a1ned. oilnr for co1Aoc& 
puroottt. In • l ev of tho toot that ito aal.oo t o uo 4uri.Dc Ooto'bor ad DoY•bor 
Vtl'l for ohort or tho Halt allowed. b7 tho OCJ'911llllto 1t 1o apparent that Cona4a 
11 oUll utlnc auch or Ito o1l••r pro4uct10A tor oolnoco. 

D-.11'111« tho acAth o! •o• oebor, wo purchaooil 7 ,}411,700 ouncoo ot o1l•or Ul>dor 
t.!le SU·ur Purc.h.Ate J.ot. !!:i.e aourcea ot th••• pu.rch•••• ware •• tollova: 

!n>o of 81lnr 

low Production 
l . r roo Yarloua cou.atr1tl 
2. J'ro• Cana4& undor acro•ont 

In•onto17 

f otal 

6 ,lz4,700 
}50o000 

874.000 
7.}411.700 

CO rJ FIDENT.IAL 
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• · " TREASURY DEPARTMENT 
~ ~ .... 
-" INnlt 01'1'1CC COMMUNICATION 

ti1 

OATil llonuor 29, 19110 

,... 11r, Ooobr&ll 
STRI CT LY CON FIDEN TIAL 

'rba J'oi!Mal Jluono Bailie 0: llew York r eported tho follow1JIC triUiaacUou 111 
Gt,...... ocoounh a1Dtai11od wi\h tho Ohooe lleHo•l Bailie, 

bout Debih d 

750,000 

50() ,000 

.t.cCOUllt Debited 

Dftteoh• Ool441 olanot'biUIIt, 
BerU11 

• 

llero4111 :a...ll:o. pro 0 ••~ 
a 1£oran, Pracu• 

Paid !o 

I.n'lQC !ra..d: Co. , I . T. , 
for accomot ot ToJICibua 

!ro1m !roe. BarrlaJl Co., 
I. T,, tor accoUAt of 
St ockholaa lulr::Ude lt&lll<. 
Stockhola 

Ohoo• liatio•l llaJIIt, II, J ., 
for accout of Orocl.1\.llv.luo 
Zuri ch for acc01111t of 
llaro4111 ll&DIIa pro Oaech7 
a lloraw., l'racll• 
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TREASURY DEPARTMENT 

TO - STRICTLY CONFIDENTIAl 

~ r.4aral a .. ern Jaall: _ot .... York reporud the tollowiac t......-oUoaa la 
!t&li&D accou'1 •latelaed '11\h \ba JaUOD&l Cl\7 Jaall: ot •1• York. 

Aaoout 
Dol 'bUM. 

$200,000 

:n.ooo 

hid !o 

kMe d1 Japoll !'rut Co,. CIMok \ o or4ar ot ._ 
r.r. u JlapoU ~' eo •• t.t., 

4.tpo1UM. tor Uo accout 
'11\11 r.Mral .a.- IMk 
ot..., York 

1 Cheoll: \o order ot hi11 

kDk eorp •• w.r. 

• Cheok to or4ar ot Credl\ 
lid•••· l.t. 

Ja11co Jallozale 4.11 la1'0I'O, Oba .. JaUoD&l. kill<, •• T, , 
a- 1D t&'I'OI' ot .... _ .L. 

11&\\balw. 

Regraded Uclassified



TO 

r iiON 

TREASURY DEPARTMENT 
J , , 

Secrot..rr Morcutbau 

11.r • c oollr 1\Jl 

INTER OI'YICII CONNUNK:ATtON 

STR IC TLY CONF IDEIH IAL 

113 

Refereooo h Mdo to earlier m•orudo in which llinhter Procopo of FiDlODd "-o 
411cuuo<l vitb Under SlorttarT Boll and J07Ult t ho quoot1ono ot 11Dlud' e p.,.ent duo 
llecD~r 15. ond tho reopeninc of the vholo dobt quo oUon b)' J'iDlODd. 

l:!nhtor Procopo called on 110 &I 3 o'clock )'ootorda;r ODd lett vith ao tho 
1 t tocho4 cool .. of notoo vhi ch be h&o nov addroooed to tho Departaent of State on tho 
aton-::enUoned wbJoch. 4ltbougb tho tirot of thooo h Wld&ted, I nnderotODd that 
tho tvo lettoro voro tiled oill\llbnoouol)'. !ho aecond 11 dated lon!lbar 25, 1911o. 

Mi11loter Procop o roalboo t"-t tho oubJoct utter of thooo notoo JtWtt be dh­
Cilned b)' tho Departa111t of State vi.tb tho '1'roa....,. Dopart Cient. Ro reainded ao t"-t 
Dece!lber 15 h not .. e%7 f&rat&J, and ho hopeo that ho •AT ba ... u uovor froa ow­
!lonl'll:lent betoro tho prou ~¥ ot&rt brht«in& proowro upon hie for 111format1on ao 

whot be vill do on Docombor 15 vi.th re«ard to tho inotallmont than fallinc duo. 

Tho Miniotor referred in paoaing to tho rooicnation &llllOuncod )'loterdaT mornin« 
af ProoUont lW.lio of J'inl&nd. Re thiDlco t"-t our f riend Byti v ill ouccoed to tho 
prealdeocy. Ro r ogrettod that tho outlook for tho Britlob gl .. lng conoldorato traat ­
oent to !'lnli\Jl41 o obl1>pilll! requoot vao not a o brlpt 8o he thought it vao tvo dayo &«•· 
Agoin he etroooed tho difficult ecoD<IIIic oituation ot J'inlond, ud hoped that tho 
llew.rl•ent of State would incr o.,.e ito etforto with tho BriUob t o obt ain pormito tor 
! Inland to ~ tato ud other necoaoitioo from tho Ullited Stateo, utilhi.ng !Undo 
allotted by t ho l:zoort-Impor t Buk for t hh purpooo. !rho Minhter r eiter ated hio hope 
thot It tho United Statoo utendo ita control of torei«n !undo, J'inlODd ~ bo &inn 
e~tionnl troodoa. 

• 
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-ueaq, 

Jeta-rb& \o Toar boelleaq'e Mh of .1 ... 22M, 1gllo riiC*MliiC 
~ho Pulllio JtoeoluUoa lo. 11a. appron4 oa Jaae 15th, lgllo • the 
Preeidea~ ot the Ollihd ftahe h aathoriu ih& poetpoa•eat of p.,. .. , 
of .. ouah pqable h the Ollih4 ftateo 'bT th& a.pv.Jollo of J'lalu4 
dllrill& ~h& par1od troa l.:J~UZ7 1, lgllo to Dec•ller Jl, lgllo mo1er the 
acr•-h datl4 Nq let, 1923 u4 Nq 2)r4, 1932, I llan the hour \o 
11111&1~ to Tour J:xcall- \hi tollowtac. 

In epite of \he - 411'f1ov.1Uee ooatroatb& J'1alaK at preoeai 
ead no~vHhohli4111C her llld h4 reeourceo \hat are 'ba4l¥ ael414 1a th& 
rohebilitaUon ot the ccnmt17, it 1e the t1ra ia\anUoa aJI4 d101re ot 
~ho J'lanieh OonrDaeat \o ll&hta1a her credit record &ad to keep all 
hor obl1pUo111 1a the oaae ~ ae ehe hal al-o 40111 la \he put. 

Hovenr, ih& J'1aa1eh Oonl'Da&t llao with eiacere c:raUilade ao\14 
~ho abon aeJlUonl4 lteoolaUoa, Ybioh, bafta& - paoo14 • llo\h loUio 
ot iha Co&111'ooo , vae eaao\14 bT tho Preoidea\ of \hi 0111\14 ftateo ea 
~ho 15th ot Jaa., lgllo, aJI4 ottero \ha J'lanieh Oovetweat tho opportaaU:r 
of the poetpoaaan\ of pqaeah epeo11'114 there1a. ~ Oonrweat appre­
ciaho th1o ronwl4 proof of aa4erotali41Jic alld qapa\h;r, eo .aell th& 
80ro ao !hq ooe in th1o IleeoluUon 1helt aJI4 1a \he 4e'bltho which pre­
ceded U a olp ot v1111apeoe 011 the part of th& Ull1tl4 ftateo Oonrn­
aellt for & aoro &rloaoi..e OOiloideraUoa of tho two deb~ ecfl-llh h 

wh1ch the IleeoluUoa retero. 

Ullller t hooe olr.,..lt&JlOII u4 tokUc 1&\o ooae14araUoa the preeat 
411'f1ealUeo coatroatliiC J'ialaK, a:r Oo.,.....eat aoot c:ratetull:r aoceph 
~h& otter coataiaecl 1a ·th& 1&14 loeoluUoa. 

In coaoequnco ot th& atoreaald I b&Yo th& b.oaor, uJIOI.er 1aotruc­
Uolle troa q OonrDaaat, aoet reepoottull:r h iatora Tour J:xcellellOT 
that a:r Oonraaat 1o rea4;r to euter iato · aa ecreae11t tor the pootpoae­
aont ot tho pqaeat ot aacnmh p&lablo • J'lalu4 to tho Ollited ftaho 
011 Dec•lllr 15th, lgllo, ao pron4ed tor 111 tho Puhl.lo lteooluUoa lo. all. 

Mlcopt , boelleaq, tlae ....- ao.,..._o ot a:r h1peo\ ceae14-­
Uoa. 

lito boell-.,. 
!be Boa. Oer4elJ.•..U 

leerei&rT f/6 ..... 
Dopu'tlw\ et "-'• 

lallllal'•· 11.0. 
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:txcolleDCT, 

!lefor ring to prnioUII Y&rbal U~a of neva I h&Yo tho bonor' 
..,aar inatrucUou froa 117 GoTorDMnt, to bring to Tour bcollonq'a 
attention tho following conaidorationo 1n regard to :rinl ... il.' 1 uclabtod­
neu to tho United Statu under tho ocreomontt dated Mq 1, 1923 ed 
Kot 2} , 19}2. 

During the 7earo 1917 to 1920 J'inlaAd &&de purcbauo in tho United 
Statu in tho UIOUD.t ot OOIM $36,000 ,000. Tho CJ"IOtlr part ot thoeo pur­
ell&••• ""re paid 1n the ord1D.a1"7 Vti:f ot buoine11. lor co...,ditioa Yalud 
ot $8,281 ,926.17, rocoind tbroucJ> tho Merican !!eliot .A4ainlatratlon, 
the latter took obligation• ot tho Jinnhh GonrnMnt in that aaount. 

~1 an auoeiDont ma4o on K07 1, 1923, tbia credit vaa tundod, accrued 
acd W>p&id intoreot at 4i percent beiDt; a4de4 to tho principal uoUD.t ot 
tho obligation and a caah POTDint made to round ott tho roaulting 81lOUD.t 
to tho eDct figure ot $9,000, 000 which with 1ntoreat at 3 percent per 
.,.,.,. trom n.combor 15, 1922 to ll4ocoaber 15, 1932, and tboreatter at 3! 
:oorcent po.r &DDWI, vao to be repaid OYer a period ot 62 70aro. llach 

••Ill-annual inatalaont baa been Jli"OIIIptlT paid b7 :r!.Dlud except tho 
lnot&illenta 1n tho thcal 7oar 1932 that vere poatponod nnder tho aora.­
torlum propoaed b7 Preaident Herbert HooYer and approYad b7 tho united 
Statu COD6'"0U. Tho pootpontd Mount& are being repaid In ten anm>.itlll 

vlth Interest at 4 percent per annWD !rom Jnl:r 1, 1933. 

Aa appeara troa tho abon Jinland bao to pay 1D.teroot upon intoroot 
Md In 8441 Uon to thh co~~pound intoroot finland, in .. ating hor obli­
catlono, hal had t O aaka tho p.,..antl at an UD.faYorab1a ratl Of 0~ 
bltveon tho :rinnlah ll&rldal and tho dollar. l'urthonooro it 1a to be 

noted, thot the coaooditioo in quootion voro purcbaaad at the high pricao 
pronillng at tho and ot and Ju.ot atter t he var 1914-18. 

On tho original lndobtodD.oeo of $8,281,926. 17 Jlnland baa paid to 
the United Statoa tho aum of $6,050,689.77, ot vhioh onl7 $96o,398.17 
ropreaonto4 repa:rmant of principal anA $5,090, 291.6o repreaentod intoroat. 
'rho principal Wlp&id 1a otill $8,039,6ol.83 and In aMitlon thoro roiiiAino 
a bD.lance of $87,021.03 of the lntaroat pootponed 1111clar tho HooTOr acra.­
toriu. Under tho aveo•J>t of Kq 1, 1923 pa,.aenta In tho ..ount of 
opprorlaatel7 $355 ,000 per annua, apart troa tho Ho.,..,,. 80ratorlua annui-
1111, vill continue throucb tho :roar 1984 In order to axt1D&u1ob tho 
rou.illinc inclabtedD.o11 with intorut at Jt percent per IIZ!.Dua. Of tbll 

Bh 'Excellencr 
Cordell Bnl.l 

Socretor:r ot State 
Dopart .. nt of State 

VaahingtoJ>, D. c. 
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$}56, 735 pa;rablt la 191,() 'Udar t.U ~"-' of llq 1 , 1923, $76,000 1o 
tor rtducUoa of p-laoipal a 4 $21o,7:35 1o latarut. 

U will bt rtealla4 \Ut llalaa4 vaa ou of tht flrot COD\rito to 
t1md. ih 11>4tbtad.llan to tha lha.Uad Statao aad that ouboaquaat aq-h 
with o\htr oountriao han p-u\14 co"""oaiou wlaillh 1a • •• 0,.,., han 
booo .uch aort f&Torabla to tha dabt oro aa to \ht oaloulatioa of 1atareot 
ud tht apportioaaant of pe.:raenta betvoan iatttttt aad prlacipal . 

fht rtctat 41tficult1eo of lial&lld haTt rtctiTt4 a t;r.pathetio racoc­
alUon 1D tht Ualtad St ateo Which 1o dtepl:r apprto1atad b:r tht OoTtrAMat 
ud peoplt of lialaad. Ia coaaaotion with tha la4tbtad.lluo of Jlalaad 

1.16 

tht Pru14tat of tha Ualhd Stattt in Dtcaa"btr 1939 1a a t\ataMat a:oprtntd 
tbt op1111oa that Jlaltll41 1 ~nh, both t or prilloipal aa4 latarttt, thoald 
bt uttd for tht baat!U ot the liaaith people. 0.. .JDt 15, 191,() tht Pret14tat 
opprOYid & rttoluUoa, vneal..,ual;r adopted Oil tlla prtYiOUI 4q b;r both 
I!Dv.llt of Coautll , attordlac lialaa4 tha opUoa of pottpoaeatnt of 1aata1-
unto pa:rab1t dnrl.J>C the period froa .r_,. 1, 1~ to DtctiObtr 31. 191,() 
'Oil4tr tht dt bt ~HMiltl of 1923 ad 1932. with proTltloa that the • ouah 
limo pootpoaod thould be rtp&id withla tta rear• with 3 perctat 111\treat. 
Io tht 41tcun1oa of thh reto1utioa la tha CoiiC"tll, all who opob were 
tllWiiaou ill rtprd to the 4tolral>U1t:r of htlpioc lialad to -.iattla har 
rocord with the ~at of htr relit! 1a4tbtt 4attt 'U4ar the trtMadout 
d1ff1o111Utt the facta toclq. StataMah wart aa4.t to tha aftaot tbat tht 
rtao1uUoa uadtr cona14tratlon craa:ht to bt onl:r .., 1ahrM41er:r •uur• &d 
lhtt tha relit! 1n4tbto4Dtoa of Jlal&lld illcurrtd in 1919 .,d 1920 thould bt 
ontiral:r rtadJuttad. It waa &lao ouaeated tbat thlo 4tbt ohould be utlrel:r 
canceled. 

fho Senator roport1oc the .Jolat Reeolution fro• co..tttte aloo intro­
cl:Dctd illto tha Coy;ra11ioDal Record the r eport thereon at the Seoretar:r of 
tho 'l'rtaour;r whioh otatad \Ut t ha !reaour;r DtpartMilt would be nr:r pltaetd 
1t a aort liberal Muurt ot aoalot&DCe to llalalld thall oonteaplated la tha 
looo1uUoD ware CZ'&\14. 

In •lew of thaea dtTtlopMilh I haTe had cr••t aaUatacUoD 1a br._ 
he t httt t >q)rlltioaa u .d -lteo\tUoaa of authoritaUTt opWou to t.U 
noUct ot a:r OoTtraMat. Jlaorioc caratull:r nottd the •- ad "btloc 'Udar 
tba l&Ftotiou \hat ... d.JuotM&t 1a thair 11ldtbted.lla11 t o tht Uaihd Statu 
could bt t>q)tottd, a:r OoTt.--at, whioh alwa:rt baa t&i~ &D4 ocnpu-
1outl:r oarr1t4 cut thalr obllpU oao 'llll4tr the ~e-ah la qu11tion, baa 
DOW 1utructtd • aoot reopacttull:r to iatora Tour lmalltac:r that lial&Ad 
Vollld crut with dtap oaUtfaoUoa a d be olaoerel;r cratttul it, 1a the Mar 
future, necoUaUou be tatartd 1ato betweea tha two GoYeruaeato tor '-" 
reconoUtraUoa of Jial&d' 1 la4ebtedaell to ~ho U..ltod Statto uadtr tha 
tcrtta"'h out liaed in the tortcoioc par~apho . 

I thoald be h1chl:r obll&fd to Tour Jxcelltao:r tor 1.ator.ailon la what 
vq IUoh atCOUaUouo could be t- 'liP• 

Pltatt accept, lxcalleac:r, tha rauwed &taur&DCeo of a:r hip at ooa­
tldtraUon. 

Regraded Uclassified



u:.a, ....... .,, 1,.., . 
• •• 6}30 

su:8J]IO!a !raaDlttbc .bc1.o lw41u '*'-'' ....,._, 
..... ,,,, 7 '• ,.,_,. ...... ,.,. 

STRIOfL'! OOII'IDII!JN, 

!heloaor~1e 

81r1 

I haTe the b0110r \o refer \o \be ~&1171 • t\rlo\17 

coatluatl&l 411J*\ob lo. 636), ...._.. 19, 19'10, with 

wlolob wae eao1oM4 \b8 .b&lo-P.,r....,.. .. u4 An&]"-? ta 

1/ ~'· J.cr-•·· u4 ....... , loerevi\b, !.a \b8-

ln==ei• ,.,_,. Ap't '· 

llenolollf. l•ba­
Obar .. 4'ut&1r .. .a lllwrl.a 

lao10ftHI • . 
1. IMl.a ~,. .unaM4 to Dr. lerkrt J'eh, Deper-\ 

of ....................................... . 
!.a ....... .. 

VCJ/10 

lbaoow 
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:&ooloove Jo. 1 \o cle-:Patolt. Jo. 6320 of JoY. 29, 1gllo, tro. tblo 
S.k••T a\ LoDdoa, Jl•cl•*' 

.lG'R!R'D'l lW'WW 'rill lWII or l:IIGLAII'D UI> 
SVDIIBI IJTJIIUJI IDIU!IU 1'0 P.l!Mill'lll 
lllm:p MJ!! MP TI!J 'O!I!ZD DWGDCII 

1. p.,_.,.._ to &wclea 117 or tor aocnat ot Lll. GoY•-• (o\lt.or 
lb&a ~"" lll r .. peo\ of po4a pvolt.aoe4 oa 'Mit.o.lt ot a \lt.1rt c01110h7) 

vlll 'be ..u-

(a) 1t t .ho dol>t 1e osprooao4 la ohrllDC, l>:r p.,aftt to a 'llpeolal 
.loc0111lt1 of S..orlpo tiko'bollll: at tblo llult of JDclaa4r 

(1>) lf tblo clel>\ 1e osproooo4 1ll llw4hll Jtroroor, 1ll Jtroroor pvcbaoo4 
troa tblo li01IIt of h.lloal.. 

118 

2. I" tblo - of otlt.or 4ol>\o uproue4 1ll llw41olt. Jtroaor elM to poroou 
1ro Swd.ta troa puoou 1ll \Ill 11aUo4 DDciloa, llw41olt. Jtroaor W>T 1>1 'boac" 117 
llt.o U..Hod 1:.1DC4M cle'll\oro troa till li01IIt ot laa;J •"" tlt.roql!. \1>1 ar41aar;r 
cb&aroolo. Dlhh OOYOrK l>;r llt.1o arUclo oro tlt.ooo 1a roopoct of tracle, trol-'>t, 
1A111l'Uco aa4 of flllaae1al ~ah ot a recvroat aah.ro wldolt., 1ll tblo oplaloa 
of S.nl~o ilkal>alllt aa4 tblo Jult of laa;J.,..,, oro rouoaal>lo 1ll olt.oraohr aad 
a.ou\. 

J, !!. llult of lac10114 will uo tor tho JI"!'PPIO oot Ollt la .lrUolol 1('11) 
&114 2 uq SwcUolt. t:roaor 'llalaaooo ooalDC lato tblolr pooooooloa1 1a 10 tar 01 
rooll 'balaMo oro laaclequ.to S..orl&eo RU:olloak will ooll llw41olt. Jtroaor to \Ill 
JoU: ot bel u• a\ \Ill I.ollilea a1441o rate tor Sw41olt. t:roaor oa \lt.o 4a;r of 
)IW'CbaiO apiao\ crocU\ of otorUDC to tloo llpeolal .locOill\, !lt.lo rah oJt.ooall. 
coau- 1o conoopoa4 ~ro:d.•t•l;r to a parU;r oalOillatod witlt. tblo I.oa4oa 
al4Uo rah tor 11.8, 4ollarl aa4 tloo ottlolal rat• tor 11,8. 4o11UI 1a Stooll:bola. 

II. IYOrlpo RU:olloak W>T orocUt \o \lie ltpoolal .lcooa\ ohr11DC pUOit.atl4 
troa SwcUolt. c-lal 1>u1<e or otlt.or oollore 1a llw4oa, arlelDC, 01 rna till 
4ttt of tho .t.cro-••• Ollt ot p.,ao"h betwo!l &wclen aa4 tu 111llto4 ~ 1a 
rorp.ct of tracle, trol-'>1 0104 laiOI'&DOI, IID4 of tlllOilClal tl'OiloacUono of a 
rtolll'r""t llttu.ro wlt.lclt., la tlt.o oplnlon of IYOrlpt ilka'bollll: Oll4 till li01IIt of 
lnclaa4, &H ro01oul>lo 1a obuactor IID4 IIIO'IIIlt, :proY1414 tblot tu oJOChae&e 
bat acl olroail;r ""' conrail. Jnrlpo RU:ol>alllt will arl'OiliO• ao far ao poul­
'blo, tlt.a\ otorllac o'btalllK 117 llw41olt. c_.-clal l>alllto fi'OII tlt.ooo ,......,., will 

act 'be - oturYloo aDept tor till pvpoooo oot ""' 1a .lrUclo 5 l>ol.R. 

5• flit itpoolal .lcccaat ..,. 1>1 ue4 tor all lr:iaolo ot -rclal • tl.­
Ciol p.,aonto • poroou 1a 8W4on witlt.la \1>1 JrlUolt. ...,lro (olDM:pt Cn"'•• 
f owtoucll •ad ...t 11oo1c ~Qc) aJl4 la JruU, IQ:pt 0104 loleta. 8YOrlpo liDo 
'boat YlU t.a otopo to onnn 01 fN ao _. 1>1 poooll>lo tlt.a\ llt.o llw4111l 
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po~W~•~• 1A otorl lac nfo1'1'ecl h al>oYo ob&U be M4e '117,... ot tbe &p.ctal 
J.ceout a1>4 not o\berri11, "''bJoct to t be pro.,lotou of uttcloo II aa4 10. 

ti9 

6, If at &1Q' u .. after tbe oxtoUac otorllac be1anc11 of s ... rtpo 
l lktbanl< beYI 'belli uod ta accordance wi\h tbe proYlotou of uttclo 10 tbe 
~·· on tho Specto.l .Account ahouJ.d be tqporartl¥ l.....Ulciont h .. ;t 
t b• •ttdo ot S..ortpo ll111:o'banlt, tbe B&llll: of :Snclaad wlll .. u to Snrtpo 
Rl<t'bonl: ocatnot Sw dloh kronor tbe oh rllnc roqvJ.recl at tho London alddlo 
rota on tho da7 of oalo, Syortpo l1111:o'banlt wlll acroo t o r o-plll'cbeoo At;aiaot 
oltrlllli at t ho - n.to or rath tbe Swdtoh ll:roDor thuo oold ao a11d when 
•oDin are rooll'rld tor tho crodlt ot \be SpoolAl J.cooant . 

1· .1o1Do1111h ln o:a:ooo of lol.OO,OOO otaadtnc to tbe orodlt at tbe Special 
J,coOIIAt M7 at "" opUon of S..ori,..o l1111:o'bull: be trautorrod to a opocial 
X•••T :&ap1o1'4 J.coount ln llllltlplll of 11025,000, where ...,....to oo tranotorrod 
vtll 'bo 011p1071d '117 tbe llaDII: of :111&1 ••4 tor S'rlripo l1111:obenll: l.D tbe urcaa1 
~If. s .... h &IIOWitl ~ bo ret ranotorrod to tbe Spooial Jccount. 

S, On tzpirT of tbe .Acro-•t S..ort,..o lltb'banll: wlll ho'rl tho rlflllt to 
obtain J)&1111nt 111 "'14 for &1Q' 'balance on tbe Special account aDd tho opoclol 
Mou7 bp1o71d .Aeoount aDd tho :Sanll: ot b&].&lld wlll ho'ro tho ricl>t to o'bt&ln 
p&J'IIIDt lD pld tor &01 Swodlah kronor 'balanoo hold wlth s ... ripo l1111:o'bull:. 

9· Vhon t ho balanoo oa tho opoctal llon17 Jillplo11d .Aeco1111t hao reachecl 
and •• 101141 ao it r ... tao a t ioJ , 5QO,OOO S..eri,..o lllll:o'banll: wlll ho'ro t ho ricJ>I 
to obl&i D p~nt l.D "'14 for &1Q' UIOli.Dt ln IZCIII of io100, 000 011 tho Spooial 
J.ccoUDt, Sl•llarl¥ tbe II&Dic of l:nclal>4 &hall be'rl tho r icl>t to o'b\&111 P&TMBt 
lo sold tor &07 Swodioh kronor ot&Ddinc to tho credit of tto account at Syortcoo 
lUII:tbODII: ill omou of Swdtoh kronor 58, SOO, 000, 

10. S..ort coo lllll:a'bull: wUl h&'ro tbe rtcl>t to tr&Dotor "P to io200, 000 '"'1'1 
.ontb trooo lto oxtotlac otorllac 'balaneu to tbe Special J.ccount . S'rlrill'l 
lUII:obaDII: wlll aot ooll ito utotlac oterll~~& balano11 t o third parUu· but 1t 
at ID1 t t.o tbe 'balanoo oa \ be SpiiCial Jcc01111t to l.D...tttc l ut, tbe7 ~ 'bo 
uod tor t ho pa.rpoooo .. , ""' l.D Ut tole 5· J'orwrd otorllac;arlolac tr• \be 
coatraeh oatorod l.Dto '117 Syert,..o lllll:a'bull: before tbe dolo oa which thi o .&uoo­
oeot 111\lro lDto tore• and proceodo of oterltJIC oocnriUoo hold '117 s ... rt,..o 
lUII:obaall: OD that doto vUl 'bo coaaldorod ao part of thotr oxtotlac otarltac 
balucee. 

11, .Ul pld oold to Syortcoo lllll:o'banll: Wider &07 of tbe toru ot thto ~ 
Hat wlU 'bo pro'ridecl '117 t be :Sanll: ot :Sa&l&ad 1a Loadoa or ill Sout h .A.frtoa at 
tbo opUoa ot Snrtcoo lllll:o'bull:. Oold oold to tbo li&DII: of bel•"" wlll 'bo pro­
rtdod b7 Snrtcoa lllll:a'bull: ta Loado11. !he Janll: of :SO&Jon4 will, bow'rlr, MCopt 
dolh t1'1 Ia Solltlt .A.frtoa to tho exto11t tbet S..ori_.o Rlll:a'banlt bad oxerctood ito 
opttoa to reatl'rl cold thoro ta accordanco wl th tho to not of t hio uttolt, 

12, fbroact>ollt tbto Aero-at tho prtco ot cold wlll 'bt rooll:ontd at 168/6 
per fiat oa, aptu' otorllnc ODd at &w.lr. 1112. 3825 per oo. tl.Do IIC&lut Swdtu 
kroDOr. 

1.}. !bto ~ ..... , rill etor lnto tore• oa tbe 20th Doc .. 'ber 1939 ODd 1t .. , 
1'1111Wd vlll lllplro OD tbe 20th J - l9l!Oe 

I 
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1. Tho !ulc of J:nclalld ohall, at the requ"'t of tho llaUoD&J. !aDic 
of RoiDI&Ola, o'l)ln 1n ita boolca an Account to 'bt eoUtlo4 laUoD&J. Bank of 
Roumao1a Spoc1il Aocount (horo1nattor called tbo lpto1al .t.ccowot), 
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2. 'l'bo llational :Bank of llouu.nia undertake to onnre that all otorllllc 
arloiJ>& froa tbo toll .. 1Jic truaacUo11e and oa.l.T ouch ottrlinc olmll 'bt patcl 
to tbo cro41t of tho Special Accounts-

(&) Storll.J>c 1n reepect of debta 4,.. to porelmo 1n :IOIJII:Ulia tr~ pe,... 
00111 1n tho etorll.:l.; aroa (other tbao the Ul11 to4 Ebt;doa) 1D 
roopoot o.r t 1'11odt and of f1naoo1al traaeaoU011e or a recurrent 
nature. 

(b) All etorlinc htlaDcoa 'btloactalr to tba laUooal 1laNc of -i_..ta 
at tbo 4ato of thla qre ... nt ib1ob aro not requ1ro4 to _, uq 
:IOUO&Dian otorlinc dobta 011htan41nc at thh data to peraou 
or41nar1l,y roa1dent 1n tbo atorl1nc aroa (other thall tho 11n1to4 
K1D&doa) , 

;!, Of tho a.- rooo1To4 tor tho srolal Account ll~ ohall bo trt.~~aforrad 
on tho ~ attar reoolp\ to tbo II&UODa Bank of BOUO&D1a llo. l .t.ccOWDt, oJ,-
rta~ opened 1n tho booko of tho !ank of J:ncltJI4, tho balance on oh1ob ia at all 
tlMo oo .. trUblo into COld to 'bt del1Torod 1n Loat4oat at tbo !&Dlc of lncltJ!d'a 
u lUnc pr1co obta1n1nc on tho ~ oat which UOIIIIto woro orod1ta4 t o tho .t.ccowot, 

4, Suu ott.~~dlnc to tho credit of tba lpeo1al Account a,y 'bt uao4 tor uq 
-nh 1n roopoct or trade or t1naoc1al tr&AoacUoata ot a re011rront noture 
c1u1 ~ peroono 1n BOII&&nia to peraou witblat tho otarUnc aroa. !be JaUonal 
Book ct BO\IMA1a lllldertal<e to onauro that _.anta rotorro4 to 1n thio paracra}lb 
ohall b1 N4o onl,y 1v tba debit of tho opec1al .t.ccOIIIlt an4 atot otb.oroho, ucop\ 
ao h FOY1de4 1n tbo J.Aclo-.a-1& !rraufor .t.croo•nt or tbo Juno l.!KO. 

5. P-nto UAder tbo p-OT10111 pancra}lb will 'bt .ado ~ tba 'Banlc of :1~ 
lone! on 1notrucUoaa tr011 t ho llaUooal !aDic or a-Ala N>d ohall 'bt aoc011Jl&D1o4 
1iY a br io! deocr1p\1oat 14eot11'71Ac tho character or aacb --nt. 

6. J.tt,y twtl ot&A4ill« to tho croci!\ ct tho Special AccOIIIlt attor tbo lapeo 
of a por1ocl or tbreo aoattbo troa tho dato of \bit Acreo•nt ohall 'bt cro4.1tocl h 
tho N•Uonal Bank or :ao-1a Jo. 1 .t.ccCIIAt up to a JUZt.u rtcuro of ~ or tho 
&JIOUDh roco1n4 tor tbo Special Account. 

?, Jor tho ~101 or tbio .~.«roollfat tbo otorllac aroa ohall ...., tbo 
Unitocl IC1DC4o• &Ad aiq otbor part of Bit llaJoat,y'o c1ca1111ou (ucopt C&nad&, 
l trloUDcllallcl and Boac J:oac) uq tarrUo'7 1n roapoot of which a -4ato oa ~ 
halt or tbe Loacuo or laUo;. hu 'btoa accepted. 1v Bh llaJoot)'' • ~onr_.,, 1n 
tbo Un1to4 ~-or 1n flll7 lloii1D1oa, fill)' !r1Ueh p-otoc\orate or protootod. 
•tatt, Jc:rp\, tho .t.acl~laa lhl4aD an4 I~. 
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!lr/ alUraUCIII nloll Rill llaJ"'J''a Oot"ar \ - _. 1a tlw 
4ofiDlUOD <If thh area allall appJ,r .. Mlq to \bh .t.,a-a\0 

e. !'Ilia Aqo-•t allall c- la\a tor.e oa tho 17\11 1- 1MO u4 .., 
bt Ul'lli .. U4 oa \be 16\11 4lir ot ., -"' lr et\lwr s-ri7 ctnac DO\l .. to 
tbe othor •• or ... foro t ho 16\la de¥ or \lw JIHYI.ou _,II lleclDDtac 16\la 
l)oooml>Or 1940. J.\ t ho .... laauoo or tbto J.cr•_,, ., baluoo oiaa41ac 
to tho cro4U of \bo lpeolal J.oooaai olaa11 ooq ... uo4 u .., thea lie 
q:roo4 l>OI ... D l lw two pantoo t o \ lata .a.,-. 
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(C .1111£ 'l'IAL) 

PAlii.PBRASB 

NoYe£ber 29, noon. received £rom Heno1t 

~11 J8p&neee forcea in oorthoro Indochina have received, 

according to B banking source who it well intoreod, advancea of 

3,000 ,000 yen. J apsneao import ation• will be uoed t o ro~ the 

l'irot 500,000 yon. Tho bol.ance of thia advance it to be repaid in 

uni ted Sta tea currency, the equivalent of 500 ,000 yeo per aootb. 

J.lth~ tho flret ~ent 1o duo llovo•bor 30, tho l!&nq"" de 

l ' lndochioo hao roeeivod notifica tion fro. tho Japonoae that they 

dtalro a throe aontho' oxtenalon aa thoy nre unnble to Q&ko thla 

J'O¥l'Ont. Politic&l. conoidera tiona will 'Orob&bl1 compel tbe bank 

to grant thlo extenalon, although it Ia oppcaod to ouch action. 

Tho bloe~d !Undo in the United Statu belolll!ing to the 

~ue de l 'lndochine nre cauolng that 1nat1tut1on creat anxiety. 

Tho beak at atea that it ie compelled to accept yon ~mont tor gold 

contracted for in 1941 to the Tolue of aJTOrox1Mtol7 1,500,000 

United St a toa curroncr, aa the Japanoao atato that ther are ~blo 

to obtain fro~ the ~rlcan Treaourr Donart~ont a licenoe peraittin« 

tho transfer of Aloerlc"" aou.ey to tho credit of tho French bo.ul<, 

Indochina 1o being &rl'.duallf COJ:IiOllod to Joi~ tho you bloc, a 

hlgb official of the !.Aqua 4e lfiudoohlnt atatoo, because of tho 

diff iculty of oocuring tranatora of Amorican currency to ita free 
t .o I'll 1 J 1 CIL 

account in tho United Statoo and btcauoo of tno freesi ng of i t o own 

dar olita io tho United Statoa . • ·. . . 
1 u fo,..ard1ng b7 air -11 a ropcrt ~aUIDI! forth a llUber of 

""•oranda froa tht bank. 

£.Q!!: 

I 
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TREASURY DEPARTMENT 

........ ~at, l!NO 

Jlr, IQau. 

Nonmbar e. Nt.nl. Dl~ellta-• repona hoa OU.'-Ala ,.._. a- llu, 

a Cbll- ot OeJUA parezo~a - ~ ~1, baa - ~..,..t bJ ~ 
JiloOJ'I&IIan go,......a, pre~ • ~uUoa ot tile t1-1el qeta -
wu MTaral )'eal'• qo -l..,..t bJ ~ Ooata Rl- ..,,., nt u u a4n•r 
.. t1uaDc1ol aa~tera. llu Ilea M11r1M4 to Chll• - Praa14ae~ ec-aa hu 
na\~ tbH "1t ... DOt UtlJiih" tlaa llaz -u MUll to Jliae.rqaa, 

m r.poru: 

llo..-ber e • .Aeon'• report oa tore1p tude 1a ca-1 1D41oe• 
o441Uonal 1.,.t..,.oe• 'OIIare - "trenl. ...-1•• han - la41a01JI& o. ...... 
w t1m1 o,..r tbolr Gollar MT1Jica tor - ora41U 1a ~; ~h- are a441-

tloual t110tono .. ot tlw RlleolaooDd- - praou ... 

dl\ .. 
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Took this to the confere~ce on taxes held 

a~he White House on November 29th et 

·------. . .... . . 
~ . 

' -· -
•. 
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TOo Secretary llorpnthau 

FROUt Ill'. Sulllw.n 

After llaTina ,.....r o!tice tbia 110m111g, Dr. Gulick, Ill'. 
Tarl11u, Ill'. Bloucl> aDd I diacuaae4 tbe project o! a OOIII'rehenoiTe 
I"'Tift o! tana !or about an hour. We all feel that the creation 
or a Te10p0rary ll&tional Til< Ca.daaion ia bJ far tbe -oat daairable 
or tbe !our •tboda o! procedure outl1Ded 111 Dr. Gulick'• _,.._ 
clua. 

Ill'. Tarleau, Ill'. Blcragh Mol I wiah to reeo-..d that aa 
aoon •• Dr. Gulick Mol h1a aaaociat.ea are able to co• to llaab.ingtoo, 
tb17 ~tel)" proceed to 1'•odl1arlse tb-elne with the atuMee 
that han thu.o far been ada 1n the tr.aeury, Mol proceed to a 
COitJ>ltt.ioD of the prellodnary 110rk U out.lJ.n.-1 in llethod 4 of Dr. 
Gul1ck1a Mmorandua. II)' the tillll this part of tbe 110rlt ia completed 
we will han had a Tote on the elial.nation o! tu: exe.pt1on of future 
iuuu o! Federal, State aDd local .. ourltiea. At that tiM n ahould 
aek Congreae to create &. Tuporaey ll&tional Til< eo.d.eoion aa out­
lined in Dr. Gulick'• -ralldua aa llethod 1 . 

125 

Ill'. Tarllau, llr. Blough Mol I all !eel that il tbe creation 
o! a ec.iool on to otud;r thia probl- 11 &NIOWICed be! ore ouch a final 
TOte 011 tlJ.al.nati011 Of tax IIDIIptiODI , tbe Coolirell w1J.l litH upoD 

tbdo Co111d.uion aa &D fJU7 n7 o! aT01d1J>& tbe iaiUI Mol w1ll d1reot 
the Collleialion to etud;r the probl ... of tu: u...,t 1aourl tiee Mol report 
beck to ICM tllture eeuion or to a.- tllture Congre11. we ree~ 
that tbo bill to el.111d~~&te tu: GNptinDI o! futuro 1111111 o! ,.,.....,_ 
Milt aaourl tiel ( wtdcb ia 0CIIplltal7 drattecl Mol upon 11b1ch n are 
reod:J to go to work tba da7 Congreaa connne1 ) be 111Vocluced aa a 
aoparate -.ure. It tbia ta doD8 n mticipate an earl)" TOte. 

It JOil approTa tbia ,.. ....W.. like to diacu.oo thia w1 th 
Collgreuioll&l leaden nut WMt. 

I aa ratlll'llin& berwith tbe papara Dr. Gulick del1Tered 
to JOU thia -amillg. 

:r \-.. ~ 
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1 • .looortata 11ov IIWih ..,.,.,. DOt DOV obown iD tho Badcot u 
boi.J>c opoDt OD D&UOD&l defODII it aotuaJ.)T boiDc IO IPIDt, tor 
example , by \ho W.P • .l. 11114 b7 \he 0.0.0. 

2. Select thooo 1Deqv.lt1eo iD tho 1Doc• tu 11114 o\her tuto 
otch of which, 1t oonoot o4, would 1Doreue \ho roY..,.. by not 
leu \han $5 or $10 aill1on. t1oinc ono pace tor eaoh u .. , 
4oacribe tbo itu 1D \~>roo or four 11uo. ~he .., ox.plo 
iUuotratiDC \he inequity 11114 1D4icate \ho oeU•to4 re......,.. 

1.26 

that would bo 4er1n4 t.- corrooUn.c H. Itue to bo •--•-•-4 ~ 1 
~-- '¥'""ffi~ ... oro ocWWility property, porcantap depletion, uUu*W tru\o, 

etc. OD o oonriDc Pace Mke o 11et of tba 1DOqu1Uoo ad tbe 
r·t't'eDU eeUaatee. 

3· Calculate for (o) the J'e4orol ~nl'DIItDt, tDd (b) J'odorol, 
State 11114 local &OYO!'DIMDta c•b1Do4, the iD41roct tueo, \hot it, 
thcoe belloY04 to be oh1tto4 to ooneuaere. 

4. ID41cato how audl a oelu tu 1apooo4 oDly on arUcloo 
ccotinc eYer one dollar would yield, 

5. J'or etch year bog1Dn1Dc vl\h 1932, ohov; 

( l) J'or 1D41Yi4'11&l.o , the D1111bor !111Dt; 1Doou tu 
roturno 11114 \he nUIIbu payiJit; a tu; 

(2) J'or oorporoUou, tho nUIIbu tiline iDcOM tu 
roturDO aDd the nuabor POOJiDC tu; 

(3) J'Dr 1D41rl4'11&l.o, \he Daabor ill etch aeJcr 
1Docae elato .,4 \ho tuoo paid by \ho 
1D41rl<lual.e 1D ouch cluo; 

(4) J'or corporatiou, \he Dwtbtr 1D oacb aa,lor 
iDeo• clau 11114 \ho tuto paid by \ho 
oorporatiou 1D ouch olaoo; 

6. J'or the !it col year l94o-41 ohov (a) tho roYtDUI ootlaate 
tor t ho tu qotoa prior to t he lleYo~>u Acto ot 1940, (b) the 
oot1aato4 roYenuo to be dar1Yo4 !rca the tirtt lleYouuo .lot ot 1940 
41rl4e4 into .....,....bd t axeo aDd no.,.araarlcod tueo; (c) tho 
eoUaotod reYODue tor \he oecon4 IIIYtDUO .lot of 1940; 11114 (d) the 
l ateot o•oroll reYODuo eet1aate. 

7. OolfPUte tb& •cnmt ot t uoe earaarlco4 tor uUon.al 4eteue 
AD4 tba -- of o\her tuoo aD4 tilov the m•t to 111111ch \he 
budcot tor utioll&l det••• la bol&~d 11114 \he bu4cot tor otla&r 
pllrpoooo 1t bol•eo4. 
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EStnLU'ED PBDE!UL, SUB -'Nil LOC . .U. 'I'AXIS 01 C<ll81lllPTlCII 

yoc!ort.l ruell Fodor&l taxoo on oonou:mption oolleo"" d\IJ'I.J>& the tioct.l 
.,. t§id ....,unted to t2, 568, 000,000, or 46% of total oollootiona. fhe 

':41u-l taxoa on ooau\OIIption btpoaed UDder the two ROTtnue Aoto of 1940 
:.... oat1aiatld to yield taa., ooo, ooo, or 26l( or the total .. tu.- o.dditiout.l 
ra'l'tl1""' IJ>cludi.J>& the o.dd1t1ont.l taxu impoeed W>dor tho two 19&0 Ao>ta, it 
11 ut!.llllt od tbet approx!M.tely 4<ll' or all Federal taxu will conoilt of taxeo 
00 GODI\8:1?t 10D• 

Podor&l, State and Looal Taxooo Total Fodoral, otate and local tax 
colloclilono at pruont amount to approximately tl4 , 400, ooo,ooo. It 1a eotbt&ted 
tlllt .. orly 42f. or this amount ore tuee on oonoumption. Tho inoluoion of 
property taxo o w1 th oonoumption taxoo roio.. tho poroontago to approximatel y 
70( , tt tho oot'bto.to<l yiel d trcm tho two 1940 Ro·,..nuo .loto 1a included, tho 
p~ortion ot oonou::tption toxeo 1n total Federal, otate and looa.l tax colleotiono 
11 utJ,..tod at app.roxim&tely <IQ%, and to&ether with the property taxeo at 
onr 70%• 

111o date aro preoented 1n tabular t'ono J>.low. 

PBDERI.L, Sur.B A!ID LOCAL TAX COIJJ!ICtiOJ.'S 
(llonoy ~uroo in llilliono of dollaro) 

Boforo tho 1940 IDouldill,!; the 1940 

State and local taxeo 
?uea on ooneumption excluding 
proper ty taxeo 
?uoo oo conoumpt i oo i ncludill,!; 
property ta.xoe 

.IFato ood local taxu 
:'axes CD oonau:sptloa. exolu~ 
property taxo o 
l'uo • 011 c ODI\I'IJI t1 on inol ud I.D& 
?rcpor ty taxoo 

Phcol year 19&0 

Acto 
Alaount hroont 

14,441 100.0 

6, 047 41 . 9 

10, 820 74.9 

5,689 y 1oo. o 
2,56$ 45.1 

8, 752 y 100.0 

3, 484 $9. 8 

8,267 94.3 

A<> t o 
mount Percent 

15,870 100. 0 

6,411 40.4 

ll,l&Z 70. 5 

7,118 y 100.0 
2, 927 4}.1 

Piae• l yoar 19t0 oollootiona, plus eotimatod yiold of Firat Rn onue Act of 1940, 
In tlrot fUll year, pluo highest eetim&tod not yield undor Second Revenue Act 
of 1910 at 19.0 lo..olo. 
Stato tax collecti OI1o tor tioco.l year ondill,!; 1n 19891 loco.l tax oollootiono 
tor f loc&l year endill,!; in 19$8, 
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lfforh to 10oure i~or.atloa of uo 111 OOAI1Ul"lllc a 

1&111 tax 011 art1ol11 11lllqr tor onr $1.00 haYI ..,_ 

UDI\I.CCIIItul • 

.AA u.iuUOA of M\orl.al ani~lo aA4 a oluoolt with tho 

eo-rei l>opar~-· 11141aaho that \hare are "" 4ata 011 tho 

YOlwu of retail aal11 Oll arUolu 11111111 tor $1.00 ud onr • 

.AA o1Uoato Oil tho Tiold of ncb a tu would, thoro!ore, lie 

hl&I>JJ' ooD,lootural • 

.AA:f 01t1Jiah 'baeod Oil preout 1al11 would, of oour1o, 111 

tubJeot to larp error alllce tho l11p0olt1oa of a tax oolT Oll 

arUolu prlood at 110r1 thu $1.00 a1&M 11ldu.o1 obaacel, for 

tJWOpll, 111 11&1, to recllloce tho prloo of tho article below $1.00. 

S1aoo - ll1CIIoltio1 .. u tor onr $1.00 aA4 - lUXIIZ7 

1t•1 11ll for lMI thall $1.00, tho u.-pUo11 froa aal11 tu 

of arUol11 oalllllc for $1.00 aA4 lou would DOt attoot tha 

411tr1but1oll of tho lrardoJl ao ..oil a1 wo..U tho cOIII)lot1 

ooc-UoA of oortalll olao111 of 1t•1· 
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Total 11111iber of llu'b ... ot lluber ot 
Tear retvne tal!Qle IIOD\al!Q1e 

tiled 31 retune ~>etura.a 

1932 4,083,723 1,9~6,~ 2,147,62! 

193~ ~,592 ,007 1,7 7.7 2,144,267 
193 ,198,~0 1, 795.920 2,1W2,670 

193~ 4 ,669. 21 2,UO,S90 2,255.~1 
193 2,486, 711 2 ,s61,10S 2, 25. 3 
1937 ,434.052 3.371,443 3,o62,6o9 
1938 6 ,303,890 3.048,~ 3.255.3115 
1939 !/ 7 .721,429 3 .932. 7 3. 785,752 

191W y :lot. 15,000,000 :lot. 6 ,000,000 Zat. 9,000,000 

Souree: Statlttlco 2t Incoao 

!/ Jiled throv.tb Sept•bor 30, 191W (Souroea J.coountl and CollocUo110 
Unit, :rorm &919), 

y EoUaatldo i'heoo returno vlll not bo tiled 'Wl\11 1941. 

3} Ino1udoo returna with 110 ut inCOIM o 

llot11 Ke,lor chance• attecUDC t.ho n'Dber ot retllrao tlled <ll>rinc the 

t>•r1od area 
( 1) the exte11olon of t.ho :rederal inco• tax to .. ..,...n ... 

ot otato and local .-ploreeo tor 1939 and .uboequent 
7MI'O; and 

( 2) tho 1ower1DC of pereollal ex~\lo11o fro. $1,000 and 
$2,5()0 w $800 and $2,000 roopeothel7 tor 1940 and 
nbooquell\ ruro o l'or t.ho rear• 193~1939 , 1Jio1uohe, 
an 11141rld11Al - required to tile a retVII it hio 
11et 1uoo• -ted w . 1,000 in tho .. oe ot a o1DC1e 
11141rld11Al or $2,500 in t ho cue ot aarried poro011o 
(or it pou inOOM wao $5,000 or 80re) o :ror 191W and 
l'll.bo~t reero oincl• and aarried indirldualo are 
required to tlle returu it t.hoir pooo 1- -""" 
w $800 and . 2,000 reopeot1Yel7 o 

Dirleioa ot tax leMarola , !rMnl7 ~-
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eorporat.l.on in.,... t.u return~, ·~ ...-.r tUed 
nlablr t.uabla, aDd mllllber oont.uable, 1.9S:t-1.9S9 ' 

Hu.eer of llwlblr of Nwober of 
Yoar return a t.uable nont.ax.abla 

filed s/ returpt t/ nturna 4./ 

1.9!:! 508,656 82 ,646 4.:t5,990 
19!S ~.oeo 109,786 594.,294 
1954. 528,998 14.5,101 &8!,797 
1.9!5 55! , 6&1 164,:!111 !69,4.00 
1.9!6 550,779 20!,161 527,618 
1.9!7 S:t9,097 192,028 SS7,069 
1958l/ 520,500 169,885 550,615 
1.959 y soe,sos 1.91,277 517, 029 

Source• 

'}./ 

y 

~ 

St.at.IA t.l.ce of Ipeoo!!t 

Prel..\JU.n&ry date, muaber of returne tor 1958 !Ued 
throlljlh Decellber Sl, 1959. 
Filed through Septellber 50, 194.0 (Source• Accounte 
and Col1eot.l.one Unit Fors 6919). 
Inc1udu returne of inact.l.va oorporat.1on1. 
The claeeificat.l.on of t.ueb1e and nontaxable returns 
ie bleed upon returns "with nat incOCM" aDd "with no 
net 1nc011e . • J. neg11gibla A~:~CW~t of excua-pro!i te 
tax waa reported on rotum.o with no net 1ncoooe 1n 
1.954. and ~5. The clani!ication of re.t.uma with 
•net in..-• aDd "with no net 1ncoooe" ia bleed upon 
•net. 1ncoae tar incoooe t.u cOIIIII)Iltetion• !or 1.9!6 11h1cb 
includaa di'fi.daD<Ia recaincl on ·atod< of doooe1t.l.c 
oorporat.l..,... aDd intareat received on certain Oovarn­
...,t ob1..14!1t.iooa aDd uc1udaa contributions or gUte. 
l'ar 1957 , the cllea1!1cat1on il baled upon •net inc..e 
tar IXCIII profite ...putetion° wb1cb il greater than 
•net in- tar in- tax COIIII'Utet.l.on" b7 the IUIIlUJlt 
ot t.bl excue protita t.u. For ~ar1 prior tc 1956, 
the cllaaitication 11 baled upon t.ax.able net. iDCOMo 

:130 

Regraded Uclassified



- """' 
l ndl vld\&111.~ ro t WT11 "' 1 tb n et lnc,.::e at-.owir.u nuaber o!' Nt\Ulla . no t \nct)..-

An' &Ju". by not. l::C~> ..... e cl.aeeea . 1!(~2 - 1'))8 !J 

(Uet. lnC?· .O o l a••• • Md :::?ne;y f'1&'J.:r&c l n th"'uaN'l.t!a or doll..~) 

!lot l..nooa e : 1932 1 1933 1 1934 : 1935 1 1936 ' 1937 ' 1938 
clR-88ea : ________ .:__ _________ _____; ________ : ..i....- · 

Number of P.e t.urna 

Under 5 3, 520, 9118 3,391, 666 3, 671, 173 4,074, 897 4, 736,488 5.645,115 5, 611, 211 
5 - 10 251,014 299. 754 290,824 339,842 440, 886 471,171 415, 596 

10- 25 79, 210 75. 643 102,392 123, 564 176, 649 178,446 140,781 
25 - 50 18, 4so 16,42} 20, 931 26,029 41,137 38.948 26, }}6 
50 - 100 5. 902 6,021 6,093 8,0}3 1} , 620 12, }18 7, 259 

100 - 150 995 1,084 9S2 1, 395 2, 6o6 2, 269 1, }26 
150 - 300 595 695 690 896 1, 544 1, 358 766 
300 - 500 140 141 u6 206 330 312 207 
500 - 1,000 66 81 86 109 178 162 118 

1,000 and onr 20 50 }} 41 61 49 57 

Total },877, 430 3,793, 558 4,094,420 4, 575,012 5,413,499 6, 350,148 6, 203, 6;7 

Net Income 

Under 5 $ 7,412,140 $ 6, 861,120 $ 7,796,038 $ 8, !14,418 $10,}45,482 $12, 422, 513 $12,099,184 
5 - 10 1,677, 039 1,5}7,875 1, 952,891 2, 28},402 2, 977. 790 3. 170, 571 2,76},893 

10 - 25 1,1b0,}98 1,112,086 1, 513.592 1,822, 271 2, 628, 692 2,639. 516 2, 059. 779 
25- 50 629, 6}9 6}0,005 708, 530 882, }09 1,4oo,493 1, 319,4}1 866,}98 
50 - 100 393,206 401,o49 405,976 535.772 913,518 824,261 484,768 

100 - 150 119,896 129,159 117,744 166, 379 311,279 272,264 158,413 
150 - 300 118,008 139.215 140 ,96o 179.911 }07,930 272,724 154, 996 
300 - 500 52,469 54. 570 43,832 77.907 124,523 117, 477 78,441jo6 
500 - 1,000 57,874 56. zoo 59,464 7},811 122,762 114, 399 81 , 396C~ 

1, 000 and over 35, 240 86,857 57.175 73. 630 107. 641 85,1116 110.1031--l' 

Total $11,655, 909 $11,003, 6}8 $12, 796,802 $14, 909,812 $19, 240,110 $21,2}3. 574 $18,897. }74 

Tax 

Ullder 5 $ 4},074 $ }6,549 $ J4, 686 $ 40,2}2 $ 6o ,561 $ 72, 204 $ 63, 630 
5 - 10 35. 615 35,017 43,086 48,728 79. 369 83.529 71. 654 

10 - 25 50. 150 54.977 83. 96o 10), 754 175. 61} 175.709 1}4, 163 
25 - 50 43. 546 52. 355 84,907 106,670 191.339 179.395 120, 594 
50 - 100 47,150 57.491 81!,792 112,816 216,o45 194, 507 116,989 

100 - 150 24,469 30. 369 38, 166 54. 132 116,156 102,o62 58, 224 
150- 300 31. 912 40,412 57.995 74,039 147. 381 1J1,06o 69, 743 
300 - 500 18,554 17 ,910 20,8')4 37,245 71,470 67,489 39, 8}2 
500- 1,000 19,016 21 ,221 30.745 '8,323 78.945 74,156 42. 353 

1,000 and over 16.476 27. 759 32.211 G1.499 17. 138 61. ~57 48.0}5 

Total $329. 962 $374,120 •511,400 $657,439 $1.214,017 $1, 141,569 $765. 218 

Souree: Stetiat1ca or lnoooe 

J1 ~ 7.,.r to 783r COIIIP4J'flb1 U ty of tbe dat" are f<f!octod b)< c~a 1n rate&, e~t1ooo , l!lld 
definitlone or taxable lnco... !he dat& for 19JS retleet ~he introduction of sn optionAl 
alte rnative tax on net e3Pital &ft1na fro~ assets held more ttftn 18 aontha. 
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He t 1ococe : 
classe s : 

11nder 5 
5 - 10 

10 - 25 
25 - ;o 
50 - 100 

100 - 250 
250 - 500 
500 - 1,000 

1,000 - ; .ooo 
5, \AJO M d o• cr 

'rob1 

Unde r 5 
5 - 10 

10 - 25 
25 - 50 
50 - 100 

100 - 250 
250 - 500 
500 - 1,000 

1,000 - 5 .000 
5,1)()() and over 

0 ~otal' -
UildeT" 5 

5 := 10 

~ = 
25 
50 

50 - 100 
100 - 250 
250 - 500 
500 - 1,000 

1,000 - s .ooo 
5,000 and ove r 

Total 

Corporat-ion lr..co:Je L'\X returns vith net ioco~o 1hOVlQ& Jl'I.U::Ibtr or r etu.ros, 
not lllco..o u d t&x , b7 n>~ lllco"o cl4•"• · 19>2 - 1938 

(l:et inco..e clastea a.nd oon.e;r f].gur s tn thoutAAda o. dollars ) 

-
19}2 : 19)3 : 1934 : 

1935 
: 1936 • 1937 : : -

}fucber o f Roturna 

o4,027 ~1. 5011 10) ,031 11} ,89, 132. 205 125.644 
6,259 9 ,14' 13, 191 16.01 21, 438 20,5~8 
5-930 s ,~ 13. 157 15· 7~1 21,688 20.3 1 
2.700 4,2 5 .;, 425 7.5 7 10.9~ 9 .879 
1, o23 2.636 4,080 4, s4o 7,046 "·377 1,159 1.950 2.91,0 , ,w'5 5.2}3 4. 878 

429 732 1, ()92 1, '1;\5 2,107 1.9}8 
235 385 ;33 b96 1. 197 1 ,~ 
225 318 %3 597 1,Q58 1, ' 

5.2 69 21 , __ _lQ_ ___ 2].0 zUs 

82.646 10') ,7.;0 145, 101 164. 231 2~} .1o1 192.023 

.iet inc~ 

~ 64,816 • so, l)81 ~ 117.234 , 
1}l,678 ~ 170 ,4)7 $ 162.932 • 

lll!, 505 b5, 1~9 93.873 11 .074 1~} .~67 143 ,160 
9, .042 1~ , Gq 20S,l490 2119 . 713 3 5· G6_; _;21> . 762 
9 .913 1 ·590 226,765 26b, 200 3.:s, 413 ~.281 

11}.643 134 ,~ 28o,729 339.824 1198,682 , 225 
176.676 ~J2 , 45 7,v1o (J2,638 1>1},120 75<> .190 
1~, 686 254. 594 ~j0 , 41' 64. •91 735,8Gfi o82 ,812 
1 . so7 2¢} . 85) 2~ . so 4ss .093 8'15 .89 79o.oss 
110 .892 63o,48o 9u3.413 1.160,o,4 2.145. 8'13 2,135·892 _ ,m.m 90'1 ,1~1 1,1;7, Lo.!!___1 .... 41 ; ,otL J . •s7.>~L ; . s2 .519_ 

$2 ,153.113 ~2.985 .972 ~. 27), 1$ ._.. ~. 164, 723 >9 ,47S ,2"' $9. 6;;4, 837 

.... ':"R.X LL"!bi H ..:z. .... 
$ "·936 $ 12,123 $ 16, 4<>9 $ 18,9114 • 21, 1\)1 $ 20. 650 

5. 1,7 0 ,218"' 1) , 2&- l b. :t23 ... 21), 071 19.~ 
11,} 4 19 .817 2'1 , 4• }5. ll07 Uc ,14J 44,206 
11.906 ~1 . 240 Ji .99)' ~·?35 !>} . co] 1.9 ·973 
14.555 2 .13z 4o .399 ~ • T:)u ]2, 16& 66 .777 
23. 719 ~2 .9~ 64 ,165 76, 48) ll9 ,o23 n 6,o3s 
2V, 19S Jo ,064 52·977 66, ~26 1Q5 ,6o4 10,lo203 
21,~70 37 .}24 59.065 6S ,8o4 117.712 116 , 5()5 

62. 5G 89 ·990 130,831 160 ,018 27} .4o2 289 ,237 
10], 81 123. 166 157, 337 20l ,4o8 361,202 45,2,_088 

$2Bo,OJ4 $IJ2j , o6s $59o,04S !/ G735 ·125 y $1.191.378 $1,276,172 

Source: Statlatlea of Iocone 

' 1938 jJ 

169 .885 

~ 
(~ 

$6. 5"=fl89 -
-u 

-
$859. 566 

!J Includba $}3, 000 exceaa pro!lta t.t1X lbbility r C!)ortecl on return.• Ylth co t ir.co.oe . 
!J. lncludoa $21.>, 000 excoae p :-otitt tax li.nb!lit y r~orto(. on r e tur n• wit.b oo oct i neoee . 
jJ Prelia!Jlftl'Y clat.f\ , r oturue tile-d t.llr<JU.!;l ::.eoe::~be:" :1. 1939 . Cll\tGlt1c-&t.1cn of C.ata b;r net. i neoee cle.at~•• 

not avtUlable. 
Not·e: ~e f'lgurea • novin.s t&X Uab11U.y l uclcdea c.orae.l \.s.%, .. eurte..a. oo waUatrl'hul£4 profi t s ani! exceroa protita 

t&.x.. '1ho clAtrlt1ca.U oo by not icco:le cle.6sea for 193b la b&tec! unon •oet tr.oo::e for i:tcoc• ta1 co.­
pute.t io.a• vhlcb lncl\ldll d lvl(.oo4.a r~oeived on stoek of doacaUc corpor-atloua Md int~reat r e eelve4 oo 
ce !"to.in Coverr.:ont obll~ticnm c.n{1 cxcl udet contr 1bu;1.or.e or tift.e:. ?or 19)7 • t.i:.c ~.sd fie:aUon h 
b.t~.~ed upon •net t. nco:~Ct !or cxceoc profit:: cc:c=-ut t. ion• \.•.1~.cl: ll l' ot\.r t~IAI'l •no~ ir:co~ t or income \u 
com_Att.:l\. lc>n11 by t.r. A.~;.Uunt. o:· t he Cl.ccu . p:-of1tt t t..$. For ya.:·t rior ;o l S;}o, t.:".e c!..o.ulfl cl\tlOD 11 

b.e.sed u "O-On t n.xa.tl c l\tH 1ncoo=o. Regraded Uclassified



TO 

TREASURY DI!PAMMIENT 

Mr. ~~ 
Mr. 7/( ' 

133 

OAT& lo; b 1r ta, liMO. 

1, (For t be taoal ,..... l.Ml) 

(a) n 1lo eet1MMcl ~ "'- .. r~ .. .-1 
Uld ..,...1111 -u. ror r11ooa1 ,.... lMl ..._ 
tile l O I .,.tea 'lll:1cll uiateol prior t4l tM 
~- ...... of lMO WDIIl.4 .. • • • • • • • • • 

(b) Tl:e rim...._ • .&ct. or lMO 111 oetiated te 
baw edlled I?M.I _,,,,,., to the en--.. 
...-.. ror "'- r11ooa1 ,..... l.Ml, Uld or t hill 
1Do- 156'7.1 pjll1cwe 1lo tl:e po:r\1o:l'llb1ell 
'll1ll. be ou.rbd ...sor T1U. 1 or t1:e ..__ 
.t.ot or a.o. ftW: -.n:ld u... ..- t.~ae aft 
reoeipU t. .--.1 .ad 8pM1Iol _,.... ror t.11e 
.filooal ,_.. lMl edor tile a.-.. .t.oto 1ib1dl 
ex1.etec1 prior to tile Seocad .._. .&ct. or llNO • 

(c) fi 1lo oatiMW ~ t.11e 8eoaDd •••• .&ct. o.f 
llNO ~ -- "'- 1'6M:ipte 1a tl:e .f11ooal 
:rear lMl •••••••••••••••••• 

(d) ta\eet ..u.ate or aft ....spte to .-1 wo1 
~1&1 acooaDta 18 • • • • • • • • • • • • • 
1ib1eb 1lo • ~ .ad teatetift ..u-te 
pl'lplftd a oooopla o.f ..U. •• 

1&,111.1 wd'''en• 

• 101.1 wd 111gn• 

1'llo Dot ~ ror !Woral ol.deeco eel ..m ....... • v.n t..s 
l'lpre- ua, a -' oqM1 te t1:e ~ oollMW eel clopooiW ,.._ tl:e 
Fodoral C..uu.Riwo An lAR "'•In ' te .--..1 t..s .for ~ ... 
uptn11o 1lo oeti:lotod a 11&1.1 .su•-, wld.ob ..-. "'- _.,_..., total 
rtceipta t.o ,_.u ....S .,.dal Mac.U tor t1aoa1 7MI' lMJ., .,,111.7 etllt•• • 

.1. 1ftHw1n•"T Uld t&tatift owt,_te JlftPU'Od a 
OOQple or ..u. ..., rw t1aoa1 ,.... 1NI 1ad1ootod 
Mt JIMe1pU t,o.......,.. ...S IIJI tel ..... \8 of • • .,,171.1 etllfee 

or wb1ola u u ..u..tod ~ ..,.. • ., _,u, •• 'ldl1 

1:e aazauw ...... nu. 1 or *' •• .&at or 
llNO. 
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fbt net t,ppropriatioa !or hdaral. ol..cl-4ce IDCI nni'I'OH' t.ran 
t"aald repruentin& en 8IOUIIt equal to the ~• ooll.eoted IDd Mpo.itecl 
11>dtl' tbt Federal Calltribut.iGIII lot. llae Hiabw~ to ,.,.eral. ~ 
tor adalJ1ilt.rat.iTe ~ 1a aatwted, !or tba !1aoal. ,..... 19&1, at 
$641•8 a1111ono 1 whiob aluoa the eatilated t otal receipte to s-ral. 
oDd 1pec1al acoo'IIDta ta,IU-' w1ll1ma, 

s. 

:134 

roll uk Ill to •iJidicata '- IIIICh • aal.ea tu: 
l..lpoaecl oAl:r oa articlla ooatin& Oftl' 11 111111ld 
;rilld'. We t.•tatinq eatiate tbat. !or tba 
!1aoal. ,..... l9U a t.u: o! 1 percct oa ntaU 
ealea 1D t.ba IIDited State~ o! art1clla (tancibll 
paraoaa1 propert;r) Tal.l>ld at Oft!' 11 111111ld ......,t. 
to al:loat ••••••••••••••••••• t!OO •. ,, 1 ,., 

•• 'Ia aow eatiata t.b&t tba i.Dcreaaed ,.,,_ 
for the t1acal. 7"11' l9U to be obta1Dad br 
droppi.Dg tba G8111ptioll lDdar tba Mll1aaioDI 
t.u: troa to elllta to 10 c•ta 1llll1ld be • • • I 24, e1111one 
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?.c<e!;>U (Mt) . . 
~due\. '"~oetenae ':axes 

... x,eo4.1turee 

~cnoro.l . . . 
:·.uonal Detenae 

Deficit 

Jndar Secretory 
'•'o•e.mbe r 27 , 1940 

. 

(In Qi11iona of do1laro ) 

. $5,387 
• 
. 

5, 387 

7.439 

1,559 

8,998 

. . . J , 6ll 
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l 1oca1 lli sca1 
Year Year 
1941 1942 

$6,950 $8,000 

530 670 

6,420 7.330 

6, 708 5. 500 

5.000 s.ooo -r.. '-4{, 
ll, 708 13 ,500 

5,288 6 ,170 
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.1 . A. A, 

c. c. c. 
:;, Y. J..!f 

Lar!e Items ot oot!mated oxpond! tureo 

Included in $6,70g¥ •• t laated for 

1941 

Social Seeur!t:: Boa.rd ( !'rallta) 

livere end fArbors and ! l ood control 

· ~· . P. A • •• •• ••• 

$ 950 II 

275 

100 

215 

975 

$ 2,920 II 

!f :teeeived O.:>Jl l'OJ<ic:atelJ" 34011 for nat!ona.l 
defense troloJD6 in addition to &boYe. 

Onder Secreta!"/ 
l'OVOQber 28, l 94o 

136 
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80WE INEQUifiES UliDER THE rEDIJIAL 'l'AX SnJTEW 
.A.HD REVENUE ErrECTS or CERtAIN REIIIDIAL 

PROPOIIALS 

latiaated revenue etteot 
ot certain reaed1al 

propoeale !/ 
(In a1llione or dollare) 

137 

Tax-aDapt 1tour1t1te 179 - 337 (ultiaate ;ridd) 

capital ga1na on aeaeta 
btld over 111 aontha 13. 1 

Percentage depletion 32.0 

Couuni t:r propert:r 3• 9 

Lite insurance oompan1ea Not available 

Coordination or aatate 
and g1tt taxee 23. 7 - 70.2 

Inauranoe exclusion• under 
utate tax 13. d 

Powtra ot appo1ntaent Not available 

Stock and bond tranater tax 51. , 

!/ Revenue eat1aatea e.a ot varying datea betore 
enactaent ot the t1rat Revenue Act ot 1940• 
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nle-EXEYPT SECURITIES 

The exemption ot interest received on govern­
ment bonds rrom income taxation ~ea it possible 
ror soas members ot the community to avoid their 
Juet share or taxation. Ae a reeult, Federal and 
State governments are deprived or income tax revenue, 
neoeaa1tating correspondingly more extensive use or 
other, lese desirable revenue eouroee. 

Example: 

When an individual, who paid a total Federal 
lncoae tax or leea than 11,000, died the year rollow­
lng, ble estate was round to contain nearly 135,000,000 
or a88ete oonelsting aaoat exolualvely or tax-exempt 
government bonds. 

Revenue i:eti~~&te l 

The exemption or interest on Federal, State, 
and local obligations was estimated, under the indi­
vidual income tax rates 1n etteot prior to t he 
Revenue Aot or 194o, to coat the Federal Government 
rrom t179,000,000 to t337,000,000 in annual tax 
revenue. (Estimate ae or 6/28/39·) 

1.38 

• 
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CAPU'AL G.UII8 

At present only two-thirds ot the capital gaina 
realized troa the aale ot stocks, bonde , real estate 
or other torms ot property held o•er 1~ aontha but 
not oYer two years, and only one-halt or the gaina 
realized rroa auoh property held more than two years 
11 t aken into account tor indiTidual inoome tax nur­
poeee. KoreoTer, the maximum r a tee imposed on auoh 
cao1tnl gains a re in etteot limited to 22 percent and 
16t percent ot the tull amount ot the capital ga1na. 
Thil apeoil\.1 treatment 1apa1re the progreaei•eneee ot 
the indiTidual i ncome t ax. It diloriminatea against 
eome taxpayers r eoeiT1ng ordinary income and in feTor 
or thoee reoeiT1ng incomee t rom certain t ypea or 
1nTeetments. 

Ex•mole: 

In 193S a certain 1nd1Tidual realized a total 
capit al gain ot $15,355,000, all on aeeete held more 
than two years. Hie net inoome trom other eouroea 
>ral $250,000. It hie total income had been taxed at 
the r egular rates, h1a t ax would haTe been $12,1~1,000. 
The tax actually aaeeaaed wae $2 , ~30,000 , or SO percent 
leu. 

ReTenue estimate: 

It the l aw pro•1d1ng tor alternat1Te taxes on 
capit al ga1na and losaee were amended to chang~ the 
aaximum etteotiTe r ates trcm 22 percent and lbt per­
cent t o 36-2/3 and 27t percent, reepeot1Tely, the 
1noreaae 1.n reTenue would amount to accroximately 
$13.1 million. (Baaed on calendar year 1939 -
eet i aate ae or 5/5/39·) 

1.39 
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PERCENTAGE DEPLETION 

Under present law, operator s or oi l and mining 
propert ies are allowed to take as depletion ot property, 
income tax deductions equal to certain specified per­
centages or the groee i ncome, without reference t o the 
coa t or their property . The percentage allowed Yar1ee 
f rom 5 percent for coal mines to 27i percent for oil 
and gaa wells. As a result , a t.axpayer owning an oil 
well or mining propert y may deduct the cost or hie 
oroperty from the income tax base several t i mes instead 
ot only once. 

Example: 

In 1936 a sulphur coopany took percentage deple­
tion of $4,2t7,000, whereas the depletion neoeeaary 
to return the ooat would baYs been $614,000. Percentage 
depletion in this case depriYed the government or 
$557,000 revenue for that year alone. 

Revenue Estimate: 

The eliminati on of deol etion allowances other 
than depleti on on t he basis or ooa t or March 1 , 1913 
value would produce $32 million (estimate aa or 
12/V39). 
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1.41. 

OOIOOJNITY PROPERTY 

In nine States inoome earned by the husband is 
treated under the property laws ot those States as 
belonging one-halt to the husband and one-halt to 
the wite . In these States, the combined Federal 
income tax on the incomes ot the husband and the w1te 
1a in general substanti ally less than in the other 
States . On a $20,000 salary all earned by the husband, 
t or instance, the combined tax in the community property 
State& is $1,320 compared with $2,)36 in the other 
St ates. 

Extlllll)le : 

In 19JS, a certain husba.nd and wite in one ot the 
coomunity ~roperty States reported a ooabined net 
i ncome ot 12~,000, pr actically all ot it salary, 
which a poarently was earned by t he husband. It a 
joint return had been tiled, or it separate returns 
had been tiled 1n a State not having a community property 
l aw, the t ax would have been $1544ooo. ActuallY the 
combined t ax was $121,000, or 21 . percent less. 

Revenue estimate: 

It the income reported in community property States 
were taxed to the persona earning it nnd were divided 
bet11een husbands and wives in the same proportion as in 
other States, the increase 1n revenue would have amounted 
to $3 .9 millione on the basis ot 1935 returns. At the 
higher income levels ot the present time and with the 
addition ot Oltlahoma to the oocmunity property States, 
the amount ot revenue would be greater than that 
t .lgure . 
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LIFE U8UJWICE C<IIPAJriU 

At preaent lite insurance ooapaniu are per­
altted to deduct tor inoo .. tax purpoeea troa 
}-}/4 percent to 4 percent ot their reeaJ'Te tunda, 
depend1ng upon the ant1oipated rata of retum Ultd 
1n arriving at the prea1ua rataa. Tbia axeaption 
d1eor1m1natea in favor ot inveetaent in lite ineur­
anoe ae aga1net other tor.e ot innetMnt. AI a 
ruult of tb11 deduction, none ot the e1xteen largeet 
lite 1neuranoe ooapaniee paid any rederal 1nc011e taxea 
tor 1938. 

Exaaplae: 

!otal reported (1ntereet, dividend and rent) i noo•e , 
reeerve tund earning allowance, total deduot1one, 
and abown loeeu ot the 5 largeet lite 1nwranoe 
oompaniu t or 19:33 !/ 

(In a1111one ot dollare) 

lilaae 

Metropolitan Lite 
Prudential Ineuranoe 

COIIp&ny 
lie• York Lite 
Equitable Lite 
llutual Lite, 

Hew York 

y Dita taken 
oo11panie1. 

ll'Oa 

Not available. 

I I R818J'T81 
1 !otal 1 fund 1 !otal 
:reported: earning: deduo­
: inoo•• : allow- 1 tione 

1 anoe I 

t 206.9 tl59· 4 t 228.0 

126.} 190.8 157.8 
ll5.0 79·2 119. 7 
89·7 75·5 10}. 2 

51.0 45.1 ~.1 

:shown 
;1oeaee 

t2l . l 

}}.0 
20. , 
13·5 

1}.1 

\ranaoript oar&a of individUil 
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COORDIIIAUOII OF ES'l'Aft .AIID GifT 'l'.UI:S 
143 

At present ihe l'ederal .. tate and g1n taxu are 
1n preaelng need ot coordination. The gift tax, 
1n1tlally enaoted to aake the eatate tax etteotiYe 
etill attorde eubetantial opportunitiee tor tax ' 
avoidance. Theee opportun1t1ee are eapeoially great 
tor the holder• ot large tortunee. The adYantagee of 
tranetere by gift during Ute 1noreaee 11ore than 1n 
proportion to the a11ount ot the property traneterred. 

Example: 

At present the Federal tax on an eetate of 
$10,000,000 11 15.~30,000• It, bowe•er, halt or the 
~roperty ia transferred during l1te the tax 11 out to 
, 3, 200,000. WoreoYer, it the d1etrlbutlone during lite 
and death are aade w1 tb a Yiew to 111nia1zJ..ng the total 
tax, the Federal taxes oan be reduced to $2,~,000. 

Re•enue Eet1aate: 

It the eetate and gift taxea were integrated eo 
that the eatate were taxed ae t hough it were the last 
gi ft euperimposed upon pri or net g1tte oUIIulated trom 
the etteotiYe date ot the Re•enue Act ot 1932, it only 
one 1~,000 exemption were allowed (whether taken tor 
gift tax or eetate tax purpoeee), and 1t gitte were 
taxed at the aa11e rates ae eatatee, the net 1noreaae 
1n g1tt tax and estate tax re•enue under t he rates or 
t he Re•enue Aot or 1935 wae eetiaated between $23·7 111l-
11on and $70, 2 111111on (on the baele of tleoal rear 19~ 
ooll eot1one, estlsate ae ot 3/17/39)• 
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EStATE JBD GirT TAX EX!XPTIONI 

Preeent lawe proYide three different ea.mptione 
which oan be utilized in ainiaizing the taxe1 on trane­
tere ot property troa one generation to the next: 
Eetate tax exemption ot $~,000; eetate tax ineuranoe 
exolueion, $4o,ooo; g1tt tax exeaption $4o 000. In 
addition, indiYiduale are permitted to dietribute each 
year, tree or tax, $~,000 gitte to eaoh or anJ number 
ot ind1 Yiduall. 

Ineuranoe il taYored under t he eetate tax 11 
aga1net other tome or property. The other exeapt1on1 
reeult in great ditteranoee i n the aaounte or tax 
iapoeed on property tranetere, depending upon the t1ae 
end canner of d1etribution. 

Example! 

An indiYidual nth a $500,000 .. tate, wbo retune 
title to all property until death, il, liable to a 
tee,~ tax. It be makee eyetematio property die­
tribution• to b1e wife and three children during the 
ten year• before hie death, he oan reduoe b11 tax 
liability to $le,g56 or by 79 peroent. 

Revenue Eetiaate: 

D1eallonng the t 4o,OOO i neuranoe exolueion 
would produce $13.8 aillion (eetiaate ae or 1/2~/39). 

ProY1d1ng only one $40,000 exemption tor both 
eetate and gift tax purpoaee would produce $11.2 ail­
lion (uerage of oalendar years 1937 and 193g), 
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POBR.S or APPOIII'nlilft 

At preeent, liaited power• of appointment enable 
the passage ot property without payment or eetate or 
gift taxes through aore than one generation. For 
example, a father by h1e will may leaye hia property 
to hie eon to be enJoyed by the eon during the aon'a 
lite; ha aay at the eaae tiae giYe thia aaae eon the 
power to lean that property at tha eon ' a death to 
auoh of the eon'• children ae the aon wiahaa to. In 
auoh an instance the tax 1e 1apoaad when the father 
41 .. but there 1e no tax 11hen the eon 41 .. and leane 
the property to the grandchildren. 

Example: 

At preaent ratea, the paaaing of a $1,000,000 
eatate by limited power• of appointment to a third 
generation reeults in the aYoidanoe of a $232,000 
estate tax (or a $140,000 gift tax) on the paaaage 
ot the property from the eeoond to the third generation. 

RIYinU8 Eet1&at81 

llot aYa1lable. 

: 
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8!001 .tJID BOIID 'l'JWiSJ'ER 'UX 

At preaant tranarara or atooka and bonda are 
taxed on the baa1a or the raoe or par value or the 
aeour1t1aa. In tha oaae or atooka, an add1t1onal 
dttt~1nant 1a whether the aall1ng pr1oe 1a above 
or below t 20. Aa a reault, the tax 1a largely 
independent or the Yalua or the t1nano1al trana.­
aot1on and frequently Yar1aa 1nYareely with the 
selling prioe or the aeour1ty, Replacing the praaent 
taxes on atook and bond tranatara by ont baaed on the 
value ot the tranaaot1on would oontr1butt to both 
revanue and tqu1 ty. 

Ex.uple 1 

llir!tat I !fax •• per-
: pr1oa !Par I fax 1 oant ot 
: nL22L~: I l.arltet pr1oe 

Liggett II llyara 
Tobacco, Pt. tl87 tloo • • 06 00.03~ 

Keleay-Harn 
Whael •s 9-l/8 l . 05 oo.548 

Seaboard A1r Lint 
1A (oouon) DO . 05 20,0 

par 

Revenue alt1aata: 

It tbt pr aaant tax•• on atook and bond tranatera 
wart replaotd by a tax or one-tourth ot one percent 
on the 1ale pr1oa, the 1noraaea 1.n raYtnua would 
aaount to t51·3 a1111on 1n the t1rat rull year. 
(Eat1.att aa ot l/24/1939• > 
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TEliT/.TIVc LZSSONS B~riN 
llo. 70 

Q-2/2657- 235 

lliLITA!lX Illr.lLLIO!lHCE iliVISIO!I 
.. All DEPA!lT. :El\"1' 

· .. aoh1ngton, llovember 29, 1940. 

Tho information contained in this series of bulletins 
rrill be restricted to items from otricio.l aourees v.hlch 
aro reasonably confirmed. The lessons necessarily are 
tentative and in no sense mature studies . 

This doelll!lent is being given an approved distribution, 
and no additiono.l copies are available in tho l:ilitary In­
telligence D1 vision . For provisiona coverning its repro­
duction, see Letter TAG 350.05 (9-19-40) 11-B-U. 

OBSERVATIONS 011 BiUTISH 'i'ANJiS p! FlWICZ 

~ 

These observations were mado by a British officer in 
France late in May, 1940 . 

COm'ENTS 

1 . INTRODUCTOP.:l RElJAilKS 

2, RE:,;.'IIJ(S ON TIP~ OP TAIIKS 

a , Light Tanks , t:.>rk VI -B and VI-C 
b . Cruiser Tanks , A.9 and A.lO 
c . Cruiser Tanks , A.lJ i!D.rk I and A.lJ l:a.t'k U 
d , The French Char B 

3 • Gll!IE!tAL NEEDS 

a , Vision Arrangements 
b, Revol ver Portholes 
c . Armament 

coh'Fmrrw. 
- 1-
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1. INTJlQDOOTOlli REDJlKS 

" • • . • In the battle >!hose results I salt tanita were 
used as infantry tanks supporting an infantry Gtt<lck; but l'lithout 
adequate fire or infantry support . " 

"It should be noted that Oe= antitank cunners , rdlo 
rrom all accounts are very v:ell disciplined, hold. their fire until 
tanka arc within 50 t o 100 yams . In doing this, they not only 
reap tho benefit of high penetrating power at close range , but 
al:o get soveral tanks before tank persoMel realize they are on 
top of an antitank position. " 

2. 1132!Ailli5 0!1 TinS 01' TAMr,S 

a. Li@t Tanks, ::ark VI-B and VI-cl 

148 

•I saTr a mmber of British li:;ht tanks ::&rk VI-C • • • • 
vlhich had been put out of action by eneay tiro. I came to the fol­
lowing conclusions: 

"One direct bit \1&S sufficient to put the tank out of 
action , and, in four eases out of seven that I oaw, the tanks ~~re 
set on fire as a result of the shot•• going either through the gaso­
line tanka or into the engine compartment . Accord.ing to a French 
staff officer , the Germans fired all captured tanl<s \Yhich were not 
alreod.y burned. out . 

"An officer on General de Gaulle ' a staff told. m he 
had information that German staff officers had beon seen inspecting 
British tanks put out of action, so it ftUst be presucod that they 
have the de taUs of • . • • light tanks. 

•1 saw a CTA plate-a tace-hardoned li.-liD . plate serv1ng 
as the upper rear offside sid.e plate of the light tank !:ark VI-9-
\0hich had been struck by a )7...,, shot at an angle of )00 to 45° to 

l. Each of these tanks vmiehs 6 . 27 tons, has an amor basis of 14 .... , 
and a speed of )0 miles per hour . The only d.ifference betmlen the 
two 1e that the ::ark VI-B carries Vickers guns v.nue the J:ark VI-C 
carries Desa IJUDS . As to the current manufacturing program, both 
tanks are obsolete, although Great Britain is s till uaing those she 
has. 0-2 , 

COIIFIDEIITIAL 
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co:lP'ID3HTIAL 

the no!'Pl. It was badly shattered, and, in addition to the bole 
.. de by the shot, a piece of plato 4 inches by 4 inches had been 
knocked out. 

"On the 'mole, Cavalry unit• ••. . have no use 
whatsoever for the light tank Uark VI-B." 

b . Cruiser Tanks , A.9 and A.lo2 

"I have no infomation regardins the perfo!"l!lance of A.9 
and A.lO tanks , but I have cane to this very definito conclusion: 

"It is a waste of lives and ~~atorial to send to France 
anyt.hin& wit.h armor less than JO m. 1f it 1a to ca:oe into contact 
with tonrard antitank defenses. I think the French are rlj;)lt when 
the)' s&)' the m1nil:lwo armor thiclcnou for en)' anoored vehicle should 
be 40 .... 

•cavalry units . .•• find the A.9 and A,lO a nuisance 
on account of their slow speed. I am convinced thet most of their 
runn1n& troubles with these cruisers result from their efforts to 
keep them up w1 th the cruiser A .13. " 

c . Cruiser Tanks A.l3 ;Jark I and A.l) !!ark u3 

"I did not see a L:arlc I ""1ch had been hit, but I con­
sider it quite as vulnerable as the lisht tank Uarlc VI-8. 

"The method of spacing armor on the turret of the 
!lark II appears to be successful in holding out 3?-ma. fire at 

2. The A.9 has a lleight of 14.~ tons , a speed ot 23 mUes_per hour 
and anoor of 14 a:~. The A.lO baa a wai&ht of 15.9 tons, a speed of 
18 miles per hour, and armor of JO 1:11. Oreat Britain r.as a n=ber of 
these cruiser tanks in use, but they are no longer being canufac­
tured , ~. 

3. These are tanks of British Chrietia design, each powered by one 
400..horse JlO'""'r NUffield Liberty engine. Tho !lark I has a ""ight of 
14.56 tons, a maximum speed of SO miles per hour, and armor or 14 mm . 
The V~rk II has a wei ght of 16.24 tons loaded, an ungoverned speed 
of 40 miles per hour, a governed speed of 30 miles per hour, and armor 
on a )0-11111. basis , The tanks are no longer in production. 0-2 . 

COliFIDlllll'IAL 
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400 ~o 600 yards . I ""s told, however 1 that at close range one 
~un'Gt, which I did not see, was pierced in t hree places and that 
the shots dropped insi de llith s ufficient velocity to produce only 
slisht bruises . No bones were broken, but all three members of the 
turret crew became s l ight casualtie s , 

" I saw t hree s hot s t hrough the wheels of a Chris tie 
suopension . It looked as if they had dono little damage beyond 
drilling holes through the wheels , ' .. 'he thor this happened after tho 
tank come to a s tandstill, I do not know, but it looked to me as 
if tho tank could have run sore ..Uos after this damage had been 
inflicted. 

•On the Yi!tole, Cavalry units seeJOOd delighted with 
tho cruiser A .l) !.tarl< ll and uith the power traverse gear . They 
only wished "" could ovcrcoce clutch and steering troubles , • 

d , The French Char a4 

"Neither Y7-=· nor 47-m. Mllllll\ition 'Will pierce the 
anr.or of the Char B, although the shot rna!cos a saucer about 10 to 
15 mm. doep in the armor . 

"I saw t wo di .rect hits by explosive shell probabl y of 
75-mm. to 105-mm. cal i ber , One struck on tho front plate a foot 
below tho driver ' s lookout, scored tho armor , blackened t he peri­
scope mirror, and smashed the object glass of tho left hand ?5-mm. 
sighting telescope but apparently left tho right telescope intact . 
The othor burst , l'lhich 7:as registered on the front s l oping plate of 
the turret above tho mounting, scored the armor badly and blew the 
cupola completely orr the tank-llhere t o, I was unable to find. 

"One Char B had beon put cut of action by a shot 
straight through the face of the sprocket wheel. The hole 100asured 
I.S m. in dia:oeter, and the final reduction no all jar:!led up, On 
the oa.zoo tanl< a 1.5-= . shot had penetrated the mchine gun protect­
ing mask, but it had not gone throuth th~ counting into the tank, 

4 . According to a British official roport, tho Char B is a heavy 
Renault t ank, Its weight is )l tonsJ armor, 60 m.; 1MXimum speed 
on road, l? miles per hour . For full characterist ics of the tanks 
and for improvements t he French intended to effect , see SPECIAL 
BULLETIN NO . 12, Par . II . 

CO!IFID!lNTIAL 
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"On another Char 8-nhoae en&ine had been ! ired, pre­
sUNbly by the ere" before leavint;-there were imprints or sixteen 
J7-mm , or 4 7-f!r., shots Ylhieh had dono no d"""'ge l<hatever except thM 
ono 1:111y have jammed t he turret , It was interooting to note that one 
of tho s hots had struck the t rack rail obliquely and had heavily in­
dented the end of the track pin , I t had not, howovor, broken the 
track. 

"Since the !Tench attack woo i .n progreso whUe I was 
making ey observat ions, I ·.vas unable to cot !iralr-hand inronnation 
as to tho result achieved by a battery or 105....,, field guns !iring 
solid shot on Char B•s, I •ms told they wore putting the tanks out 
ot action. An uncon!inned report indicated that one shell had 
passed in one side or a Char B and out the other side . " 

J , GE:NERAL !iEBDS 

a , Vision Arransecents 

"It i s early to give a definite opinion on ·~sion 
arrangements , but the !.'>pression I gained "Ill that, nlthQU&h the 
perl.scopo w:>s as GOod &s the triplex block !or vision, the triplex 
block was preferred in a roata;t cupola , 

"It is our cont ention that a tMk cnMot be controlled 
!rom the gunner's position. This can bo confirmod by the f act t hat 
in one tank, with the cammnnder killed, all sense of direction was 
lost, and the only way to set out of the battlo was for the driver 
to tum about and !ollo,. t racks to the rear, For this reason, as 
well as !or the reason that Gc= antitank suns are so m>ll hidden 
as to be oxtrecely difficult to locate , it 1s quite essential. to 
have"" mny alternati ve methods of vision as possible in the tank." 

b , Revolver Portholes 

"A good maey of the Geman c.aual.ties ll'ere actually in­
nictcd by personnel le~ out or tanks and, with revolvers, shoot.­
ing Clemans who were taldng cover in slit trenches as tanks came by. 

" In one case, where a tank coe>mander with his head out 
or the cupola vras shot, the Germans ...,,.. so oloso thllt the sun could 
not b 1 depressed on them. The tank dr i ver raised his visor and shot 
six or them before closing it, 

"Thi s emphasizes t he need !or good revol vor portholes 
in as many directions as possible , As o.llfO:yo suspected by us, a 
canuaJ.ty in the turret or the tank prevents its rotation through 

roNFm>::rriAL 
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beccmina wound up 1n it . In euch circumetancee, all round re••ol:rer 
portholes are eeeent 1al for detenae, 

c. ArmaMDt 

•I aa ccn'lineed tM.t it will be a crave error it an:r 
infantry tank ot the tuture Ls oot equipped wl.th at leut a ?s--. 
shell-tir1nc weapon, Neither olugs oor uchine guna caD P>t cut of 
action antitank crow llellbers who drop into their elit trenches 1lhen 
necessary. '!'hue, unleee the antitank gun ie overnm 1n actual fact, 
its crew pops up 1n time to bag the MXt tank. On the other band., 
it half a dozen 75-'llll. ehelle could be buret on the antitank gun 
position, chaneee are that the crew would be kMclced out .• 
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U IT IIM UIIAIIY, 

WAtMt •CTOM, D .C. 

personal and Secret 

Bovember 29th, 1940 

Dear Mr. secretary, 

I enclose herein for your personal 

and secret information copies of the reports 

rrom London on the military situation received 

on november 14th, 15th, 16t h , 17th, 18th, 20th, 20th, 

21st , 22nd, 23rd, 24th , 26th and 27th. 

The Honourable 

Belleve me, 

Dear ~o:r . secretary, 

Yours sincerely, 

Henry Worgentheu, Jr., 

Secretary of the Treasury, 

V/eshington, D.C . 
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........ ,,,, ........ - Lep ........... -

.. lUac._ - ... ,,..,.4 aot , .... otboro .. ..,.._ 

lto ,_ •- ..., wr 111ea llllM M C .... hl1r ., .. ...., 
Regraded Uclassified
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•U••b•• rev twu .. ._ ta Lu.,. 1111 • 

t•U•bl a, ....._ • ._,.., pu~~ •• ANM w&tll .... "., ... 
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ThL&GRAII R!;lt:I VED PR~· LOIIDGM 

DATXD I OVB- dmt 115 tb, 1~0 

1. Ro[!l Alt Foree, 

Usht ot M<>ft" bU IIU!I/il5 tb 1 

FlttJ •Ont alrcr art we re dttpatcbtd to 

llaal>ut g ah l pJai'Cia oll planta lll'ld s •••orlta ( 44 

ba.bera ) r t he re~lnder went to at taok eblpplng 

at H.u loQges ln addl t l on a ba&YJ bOCba t t wert 

• l nel&Jlng , One =edlu~ bomber Ia m\ oo \ ng a l t o 

1 heaYJ boaber. 

lis Otrman Al r For et , 

Moye ml>a t 23r d/24tb, Pur tbar r e porte, 

~outbampton , Cooualt\eo oo t ar re por ted ar e 63 

kl11ed and 260 aerlouelJ In jured, Damage t o tall• 

••1 a d ruldentlal pr opert:r la aerlouo but our• 

prlelnglJ llt tlt d~g• baa boon done to doe ka and 

taotor lea. Ooneral aorale I a ~ood and c lYil defence 

oon\cee worked with great eourqe and eut rare4 

ou~erou a caaualt1ea. ~ronpa are eeala t ln&• 

a, N\abt ot 114\hJII&\b, 

About QO maebl noe wer e opmra t l ng or whl cb 

60 at tacked br lotol, Co~ore\al and roeldentlal 

proportr .. lnlr aut rered and eeYoral t lroa ware 

oaueed . Caoualt\ae to t ar re por ted aro abOut 40 

ltllled aad 1150 .. r louelJ l.njured, Damat~e t o l nduatrJ 

••• not eerloua a .d war product i on I t unl l lttlf t o be 

creetlJ at't e cta4. 

t, Aircraft eaeualtlet ( lo operatlono agalnat 

Brlthb t al .. ) 

beu bJ d&ft 
Booobara 

DutroJ!f 

I Plgbtou/ 
Regraded Uclassified
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b N br ftrt l!!e,rond 

P'tgbhre 1 

a , al&la•• "' IIIIU•atroratt 

O'a t den tt t lo d 1 

TOTAL 1 .-
Prob&blJ denro,.dt nll 

Da~~aaed• bJ .sa, 
rt.glater 1 

a7 a1111a• all 

TOTAL 1 -y-

a. Btppt.y c•••l''''• 
arltl eb S , S, 0 Por t Bobart • 7&00 ~ 

reported b&lna ebell<'<lbr ooea7 relder 100 a t lae 

aoatb au• ot Ber•de on the attema·m ot J ""'omoer 

16.b, two Brltlen eblpo 6800 tone t otal .. ,. ·l oad 

la boao aaten ruterd&r• OM • • • abancloMd tbe 

o•be r aau, 
I. 9ft!CI • 

tbe eltaatloD t o a P••• lo .. a~r 16tla, 

! Oftb!rn Sootar. Xoppl og ~P cootlaaae, 

Plpdae Sooter, 

a roDD4 too 1<11-hn oortb ot lrH ir noar ErH)I.. 

~: .. ua road. 

IPtrg• Stc,or. Or oal<e baYa adYancad 1111 

•••r-ae ot I 1<11-•r•• aod baYO oooapt•• belgbta 

aortla oaat and ao.atb woat or LOaltOYI.ko ... r tba 

CMat tbe ItaU1111• tr- Jtalaau .,.. reported ,.. 

,,.._. .. at-. a.raado r oad, tba OJ'OMo IIA•• Ma• 

••ll toroa altb artll l a r 7 rr- Carh to cat tbe 

~. 
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/"'::!/::_. ;u/,7 ;-~£ 1": 

Tl>LEC.nJ.k 1'11011 LO .I DON 

DATED SOVf.~BER af,h, 1V40 . 

15 9 

l. C~mplote t naettv1ty or the Italian 

Alr Fo ree along t he whole front on t ho 2lat heavy 

c l oud• and anow ln the moun talne rnn~ered etr 

o~rattooe dtttlcul t for bot h o!Oea . On the 22nd 

the fioyal Air Porco aucceeetull7 bo~bed mllltarJ 

concentra tion a t ArsJroeAatron , 

t ollowaa• 

2. Rozel Air FOr ce 

l~hl or 23r d/24tb . 

s.e·,on~y elrcra tt. ... r e aent out • • 

Tl roe otl• plan te (2V maoh l nei ) J 

tar.;eta at ..erll n (l6 hDavy uombere)r Ro7al 

Araenal at •'url n (lO ho a vy bonbera)J and """'llar 

nu~ber s to var1oua '~hQT objert l•oa, wh lcb 1n• 

clu.Sed mlnelayln;, . ;)no Alrcratt Ia " lulng. 

3 , carman Al r Porco 

Xlght or 22nd/23rd. 

Caoua l tl u re por ted t n London area 

were. 6 kllled , l ll tujured . lll rmtngham reuar 

ae rvlcu et lll boavtly onf:IIL• •' but er e doallng 

with the ottoo tlon •de qua tely, Uttl l ty eorvlcaa 

oopocla llJ water , ourr orod aavaraly although 

••••ral f aotor loo have oaen arrao ta~ . l a ter repor t• 

1ndt ca ta all ght dartaga I n IDOi t oaaaa and t n othara 

laaa oevera t bnn a t ! \ r a t tbougbt, Caaualtlaa 

repor ted o• er 100 kll lad and 90J InJured . 

4. BOY• oar 23r d aavaral blgh altltu.S. 

tlgbtar awoopo took pl ace but onl7 one r eached 

Control/ Regraded Uclassified



Coa, .. l Lent •• u-.a aleo •''-,...« .. 

olllpplq la tiM ,..._ ... ....,,, .,.. .. tor­

•Ueeo lael,..d Itdlaa tlpten, 

J:Urlq tbo ,., oor ttabtero ct.o­

troro« 11 ••oar wltbo~ \ looo. 

1. Mlabt ot 13r4/14tb • 

160 

.. atbor wao tawo~rablo to tho 

ODODJ durloa tbo oarlr part of tho nlght but 

later aroond .,., dowolopod and blo aotl•l\J 

olaolloJMd , About 1110 o aoar alroron wN opor­

DtlQS to ot wb l cb "" •loa lOJlo&• Soutbulptoo 

wu eboHD t<rr at\aell wbleb ot arte t at 6 ,40 ,,., 

leftral tlroa ,..re atartad but wra all ..-r 

aootrol b7 t ba IIOr!IIJ>3 • Buret water utne oaoaaod 

teaporarr lae ll ot water tor tlr a t tabtlGI• lo 

• boapltal obtp l n t ho <looll area, a tlra ... 

otartad but ••• aoon put out and aooa C..aao 

••• eaooad to tbo Plaet Alr AJ'D &D4 tbo Adalral'J 

IHrol• CuoalUu oo tar raportat are to IIUlot 

ut 110 UJoaro«. 

1. A\J'cratt oaaMltlaa dutq tiM 

u- .,.,.u_ (.._. hoath .. Dletrl!!f PnbH" r-eef 

(lo.-) ., otq-

"-....,. • I ' 
lteltaa tlcbtaro ' • • 

t. INpply oyMl!ltle IJ e.-.HM 

••--• liMe 1 ••-•laa oblpo (1,000 toao w•l) 
....,.... M...c lD •-7 ••potood IOI'tlll-laote .. 

appr .. oiiOo. 1 .. ulob olltpo (10,100 '- totol) 

u« 1 loodln olllp 11,100 •••), lle1eactac to .. ._ 

-r4/ 

Regraded Uclassified



_,. •MoiDC •en••l' \orpeCIOtel Rortlloo .. e\ena 

o pproe•'-•• 

BJ U ne Luo .. fll.>er lll!nj/e• 

1 Url\ l eh •blp (5, ,00 cone) •~ 

orr ~outb-Reot ~Dolleb co•••· 
a. ~0\1 t ees 

161 

Ito l ie ?n nt . • c >t .• ,.. or ::a..,.Vasrct, 

our bolov7 oo:ouen a t tackecl ~•rl. l'l re• wre e\or~CI 

oa Jo\ t loa a ocl exploe ton noor t~ roll .. , •tocloo 

11 t ~~ ~ tl» ':'o1m , e nd b o:obl wblab bllJ'I t ,..,. on 
rer l n• rr ~.g .. ~ laro• uapl~alon• an4 t lrea. 

; . Jte·oa. 

m ~o .. :>er 112nd, ••o a allan 

bOt:.'bor e att actecS .JIU'ae One wu deatroJ8d• 

Regraded Uclassified



't~'ll+ 1~. 

Td•C"• f'l'c. Lonc!all of the ~d 

Howe IIlier, 1~0 , 

1. llal t a ntce ra l da d b7 .,.,.. , a lrcrert nlat>t 

162 

of 20t h/8lat, no ~· aorvtea or clvlllan proper t 1 . 

2. lla tberlant:la auo .... rlna .12 1 ta pr .. IIDOd l oat. 

!(/1. 127 mlned and a unl< orr 'lan~leh 22nd . 

:1 • flo 1! 1 A l r •'ore• , llnv- r 22nc1. 

woe t or 01:r da7ll .,'bt booobera .. r• rorea 4 to 

abandon t aaka owlna t o l a~k or rlo~d eOYar. 

A ractorr. • eonvoy, harbour• an4 bart •• •' ~ 

porta, and 2 aerodronaa wora how•v•r at t acked . ll~ra ta 

"N "••n rm doeka a t one pnTt, and a\ao upon ooe 

••r~clr,.... All ou r a i r c raf t ret..rna4 aahl1• 

l:t0M of 22ndj2:1rd . OS atrcrart aara MD\ 

o~t u t ollowa : Alrora!t aaM.Ul7 plant, llordllallll 

(4:1 ~~e .. , :.Oabera ) : 2 &Jnthatlo oll plant a s• .. '" .. 

bollbare ); wber¥0# at llla t.abers-llullrort : ahtpptna a\ 

8 "tnwaa too porta• . 

alnaa and drop paaphla \ a ln Kortbern r anea and Parte 

.,..., , .,. ~~e ... , booober baa not returned . 

sne., acttvtt7 varr al laht. ~onalatad caln ly 

or raooftnat .. anoa fll&hta ~ t~ a r.outheaatarn and South 

eoaa ta In .... 11 nuabera . aw a treraft pea.tra\ed 

lolaa4, no -.;bll\i ot \.ap<)r\anca r apor\ed . 

r.. ~lp\ or U:nd,/a3rd . r.na., aet iYI\7 ... pr l nc l ­

~117 eoocantratad oo the lll dlaade, &Ad aapecla117 

Abo" \ 1111 • rhltwa opera tad OIU'laa 

tile/ 

Regraded Uclassified
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• a • 

'be nl&ht, or whteb ao .. ,. atno-lortns, .e croeaad 

~•r London area, and 100 at,ac~d Ulralnabaa . 

IodlYidue1 atrorott Ylaltod ae•erol o'her t~oo and 

dlat rteto . 

6 , OnlJ al~or l notOOnt a ara re por ted troa LoDdoo 

area. .u 6 11'111'\lboa bOIIblnc: bea an a\ .... n tbtrtJ p .a. 

and aarto• ttna • r • coo... . At ton tbtrtr p.a. 

whoa aU tlra rtabtla& ""leu .. ,. tu\17 occupt..s, 

thoro ••• a further boa•J rald. ~~ tt•• •·• · all rtr•• 

.. , . unoar control, altbo~ t ho a\t ack d ld oo t rtntob 

d ... ce appear• to ha•• ocourrod obloflJ ln the coatar 

or tho oltJ, arreouna ll!untol pol a.nd public llulldlllaa 

uul two roll.., naUono . n1a raotorlu reported aa 

bit, -. .... ot th• .... relJ• l'trea " ' e e ... aod a• 

'" a .... no. llaewba .. In lnslllftd booollln& ... aUabt, 

aUbouab .W...;o ••• eeoaaoO at ono doak , and to a ablp 

at Ll•orpool. 

7. Alrtrett e1futlSltt. 

( Ia oporatlon osa tnat Br t tleb lolao) . 

r. .. ., (bJ dof) 
~,. -
oar loo••• : 

8 . M'ft1 t ! ••t. Lt•ra, 

Ptobt blf 

all 1 

Rote,_.. parq7._b 1, ._,, or llo<roabar 181 

olpt Ltb,... lltUo4 aot .- "" •r•• ODd otpt. oa 

ntctaV 

Regraded Uclassified
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ntabl ot Koveaber 10\b/Rlot, otn&l• a lr~rat' 

a ttaeko4 l lall an b111o and .. r odr ... o. At oae 

plaeo a barrack bu l ldlac "" ••t a ll&bl and at .. 

M ro4roM t ba o~ntrot bnlldla& wao bl t one! ••••rat 
alreratt on Ulo arOOIAd 4aapd. At lllnabaal ,,.. 

euoce. bouoo ••• blt and anotbor l arp butldlJI& 

blo• 11p atkr bot Ill boJibod . 

»alta, . 

On Movo~r 22nd, t•• l •• l talton bo:blra 

floo o.or ~be la lone!; one • •• c!oatrorocs bJ an\l­

a !rcratt n n . 

164 
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t..J,t.: j;.tr}! ~ 

Tehana noe1Ye4 rr- 1.oll4oa cla\M 

l'o•.-.r ftft4, 1940 ( 4elqoe4 ln \reneU ) . 

!ml· 

165 

One arwed drlt\er ott llarwleh mtnaO and wnl< 

p.m. 81a\ and on 80\h B. M. A. S. Ooorenaal Dllnoeweeper 

eank al\h all banda at\er colllalon ln por\ Phi lip S.y 

Vlo\ orla. 81'1\leh ahlp "Por\ Brlebane• reported bel~ 

a\\acked bJ armecl ralcler 1, 000 allea wen ott ;•re...an\le 

• ••• SUa\ . 

ll. Ea\t.a\eel \bat, ln aa41Uon to Au.irel &:beer 

who .. , a \111 be Dllt, \he re are now eer\.tnlJ \ bree and 

poealblJ tlwe raider • a\ lara• · The cer\alntlea> 

1 1n I ftdlan Ocean; 

1 in SOU \ h A\ lan\10) 

1 in Aue\ralaalan watere or Paeltlc. 

Poullllea are• 

1 ln "or\ b AUan\lc and 

1 ad41\1onal ln Jodlan Ocaan. 

a. A,M, ele\ \eo COnYOJ& a\\ackeO bJ a/C ot t 

Kan1ob and 1n ~e IOe\uart reapeeUYelJ . One ab1p 

Oaaae4 "' au tire • 

•• 
6. 81 ... our 01adla \or ae\lon on l W\h, reported 

~'7 ot ala\, l \ al1Mn t10h\era aeea \ o ha•e almoa \ 

..... o \o opere\el on1J \wo ba .. 'been -a. 
1, oa lloYe!Aber 111\h one or wr pe\rola .. , .....r 

-Wile\ -\b ot 8141 llarren1, ... ablMa 1D0111de4 11 

M cll• \ana all4 60 •obanloal \rena,or\. • 4n\1'Q7e4 

a hake ..., o• 10 -. ..,., ~ ala \aUa ...s woll 
1/ 

Regraded Uclassified
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1 20 - · .,.. and elnen pl'1_re, lOll L1'Drau ..... 

11:1lle 4. Ovr lo•••• •• ,.. 1 ort1oel' l1lle4 , 1 ott1oel' 

a n6 3 o\MI' " "II:• wooallda4, one \anll: a n6 OM \roaol 

du\roJe4. 

T. 11&b\ lle\/1111111 . All operaUona oancalle4 

ow1n& \ 0 waa\bal'. 

166 

a. O!.,.p Mr Pont• 11&b\ 10\11/llla\. J'IU'\ber 

repor\a . LondOil areaa \o\al oae~&alUea reported 11 

llille4 aD4 411 111~. 

9. Plar\her ~'aport. tl'oa 111NJ....,._ 1n41ca\e \ ha\ 

hollM pro~l'\7 ••• cbhfi7 concerned. Duaaaw alii! cu~&al 

wei'W oe\lM4 '117 parectw.\e alnee a nd l>olobln& T\e nllwor\h and 

Wolverhaap\on d la\rlc\a. 

10. ll&b\ ot lllai/IID4. OnlJ e~\ 116 elrcrat\ 

were o~rauna. 

ll. .Urcrat\ cea~MlUu 1n aboYe opa,..uou 

( baa t1'0n\ ) 1 

l!!IH• ..... ,. Dte\roYtf 

1 

lrl\leba 1 tl&b\er 

l _ ... ,. al .. lftlo 

PrObfltlt Pr'ef 
nil 1 

Regraded Uclassified
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,.. ••• £& .-...... 1 2 

....... , ' .11 ... 1~ 

le -.&UIII IIIQ tr 2 1 .. leJI ......... ,. 

lOti! s a pte I 'Milll u I • l'lal-.. 7!10 ll&lN _, ot 

... u.. ... .......... _, " u .... ' '11' 

Nl..., •• ~-..a.._. et Ill- n ne .. .. 
••• •• u..a.. 
a. a ' ut .,.. • "C a' n• ._, ., lt/IIMII 

- I a I .. .a.. .... , alllil e ' UUU'<A .. - ... 

' .... -- •• Ill .... II •• lllP ......... -

o att ft ..... ...nac-... MAll' I d I 14 1 I ... .... 
'· AJ. ...... la ..... at ............ U/1' "- l lllll.U aUI •• 

&& \M, ''" d 2 I 'lllllla _. ... ,....,_ '"' p ,_, 

.... 
I 

- ''" .....,. ·- ... • • .,.... n. 1 ••• 

• 'C' , M ' • I 2 liMo .. 
,._ tM ~ *'' I & ~'rtal' .... ~ !toft._. 
M is' Ill .. I rt' t 1-.. t.-.1\lae ot ...,UN 

... ~~ ta:l114&N B IUl\l•a.ll ,_. wltb U oa ..... _ ....... .... 

Regraded Uclassified



To J>!*' !ltdoE• ftle Greelca haft o.-ee4 

\be t"''onUar 1Jl ~ plM .. a M haft w t. t be ma1n 

nor~\1\ .-4 MaE lAUIDYlk. 

e. 
V1aan1• 
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oe•nl. 'fi'OOpe haft liMn or<lerecl t.o be u 

ao\ 1 ve u poMlblAI over \he whOl e tront. 1n order "' 

diepoi'M \ be I\a11~ air ao\ iYl\ro 

9 . MQl A1r POEM. l!lsb\ or l!OJ99ber po121e .. 

J1~~ne aaol\1Me •ro eon\ ooa\ ( u f'Ollowa ) 

a Ool\llel\ i nland port ( 411 a1rcrat\ )I aorodi'ODH 1n 

oocu,p1a d \ orri \01'7 ( 00 aocU\111 balllllero )I .ublatr1DO lleM 

a t. l.or1en\• eun lll!lPlaC~lllnh nur cal&la• tlael 11111\al.l a-

U ona ln 1Jollan4• 

l/111'\bel' repor\eo caeuaU1ea 1n LOtldDO area& 

9& k.1Ue4 , 29 1oJw'eciJ lllnli11'111bU area , 1~ ld.lle4 , 

• 

tee eer1oual)< 1nJw'e4J I.01ceator, 311 ld.Uecl , 181 '" .... '""' 

11. 111(!)1\ ot r o.,.a bor 00/ 111 \ , 14oapreecl at\ecka 

b7 a'boll\ 230 elleQ' r.achlnoeJ \be 1N!Ua\r1al :Utllan<la ... 

\be ..to ob3e<>U"• The a\t.aok on Lon..on n a on • -:a.1 

aoela a M cl'lletl7 before 111<11111:)\t . J'I'OI!I prelJ.lllinar:t 

report • U e.ppeare \bat t.lle aUaok on lll rul~ waa 

c l\1et17 cont1M4 t o thO ,,oat o r t.l\a c1 \¥1 an4 alt.hOU£1\ 

Mftral taot.or l c e wro o t'toc t.a4 1 YOt"/ UUla ~rt.ent 

4ulap baa be01l rapor \84 . A\ Laloao\er \ '!10 paracltal\a 

m naa 414 oonn14ara.bla OliiUaOI \0 roa1aent.1al propor\7 

and oauee4 a M r1CNG tiro wbiol\ no aoon llft401' oonl.rol. 

Airorat\ ~1Uae 10 the abo'f• opara.Uona 

{'- tron\ ) o 

- :.. n!J)l"" aomber 1 OV/ 
Regraded Uclassified
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ou lMe 1• 111. 

18o A\Uella Oil Mipp1 .. • A Br1U-'l M1p :ao,ooo 

\<lllo, "PG:o'-4 llwl .... '-1na oll&M4 bT • ru4er Teo 

m11oo .. _. .t PlOT nUo a\ loiO • ...., llo,_..r DO"'-

11. 11.9'!' fee' 
gr • 011 u.e ftl~\ or roO,..,ller 17 /l.8Ul -

lwa97 _..,. -MI'I&Ur uu..,.. Vtll-1 - oi'Ubot ........ ,,. ...... 
on \110 an.- or r.oYO<IMr letb .,_ 

OlocUa\ortl wb1ob ba4 o~ 01'1'1..0 a\ Ulelr tonuol 

Ollql \be - •I'IUnao 111MNOPM4 a OIIPOI'lOI' -*~' , 

Of 1\0lilll\ f111bMN OM dOo\POJed ftliiO fOI' .....UII 

Mil \wo .,. pcoo'llab loo 1111 OIU' alroNn ro\vM4 

oatol¥• 
WMi- RopOI'Md f- OlacUa\oON ot Ule 

Av.-Nllaa A1r PoNe lllbo\ clown f1'" • .., t1pMre. 

0. Olo41awr a halac. --1' toT II I l .... ed , pU.o\ ... 

Regraded Uclassified



or.lesr- reool ve4 tl'ont London 

da\ecl !:OV1!Dbor 20\b, 19flO 

~1Jic e11' ro1cl nll)lt or !Oovutlbor 13th/ 

14\b at /lln=clrlc t our heavy clola,y notion mlnee 

170 

or bcaba cll'oppc¢ 1n \bet harbour , tbo)' e;~~plocled p, m. 

!Oo'nll:l))or 16\b: •ll(lht cl~ end eloolt out o r uoo 

ror a bor t time. 

2 o POur 08l'Obftn\ a hipo haw been 

torpccloe d w1 th1n about 250 an ... or Preo toll'l\ elurln& 

tbe l Mt t ho d~ 'b7 If-boat probobl;y Oor'Oallo 

3· "''empboll" aank o.n }.- boot o~ 

Sou\bwolo 111.;1\t ot !:o"""'b' r l 9th/l0tb uno pl eltc d uP 

4 o l'hroo Uo6 o \ n>WlOI'U ott !<at 0008\ 

a tta Cke d 'b7 ono~ o1 roro1't 1:o~bcr 19 tb ono oani<, 

So AlOXAn<lrlo boc:lbod n~.t;bt ot ll'>va:>b " r 

16~17tb 4Dnaac ollght oxeop t to a ooe pr lTC\e 

proper \ ,., t. \ c'b0'.1 t 5:30 l:o'IOr.lber l l tb bol1c w d 

tllnoa or torpcO>u =re dropped 1n t.ho b:lrbaur. 

6 , COIIWl' off llnrtlcpool o t toc .. cd P oC o 

t:oVOia'ber l.Stb by ono D.lroro.i't M el "tovcatot't • bocsod 

lt. Lll\e r oonvo;v ~d nno thor n1ror"G1'\ eo i t 

N tumed 1'l'Oill 'l'yno , 

7 o Jl.owl A1r lt'OE90o Hight ot r:oYOcl'bor 

19W20tbo lllx\7'-nl.nO a1roratt wre aom\ to tbe 

t ollowlJii oliJ•Unllo A power a\ctlon One! a a111terl' 

obJeo\1ft ot BerU.r ~ and -~r MIJ, 1141JIB 

78N a\ Ual, ' .,.Uaeuo oU plon\e 1n O.r~~Mr,Fr 

Skoda worlta a\ ~•• aubacl'1na llaeo Lorian\o -

llaa\'7 llallllara are m•Uia• 
8./ 
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a. 
raid on ller1 011 JonmlHor 19t.h, 

9· Oermtp Air ll'oro•· lfigbt or l!o-.embor 

1&Ul/l9t.h. Cu ua1t1oe 1n London ore11 we1·o 3 persona 

inJured. 

10. Daylight J,on l!lber 19th. r:ncm;y 

eot1v1ty conalated or r econnalaaance t'l i obta 1n 

aul1 tnabeN onr the liea t and llou t heaa t coaata. 

1bere ... no penetr ation inland. 111 t he afternoon 

a f o l'llat1on or about 50 a pproached i'or ta,.,utb but 

t urned bacit bet'ore reach i n.; t ho co,..t . llo bomblna 

• •• repcrkd dW' Inll t.ho day. 

11 . Nl gbt or l ovembcr 19 t~lOtn. ~•~r 

oc\1 v1ty wu heavy end wl~e•pread , nveclally bo t'ora 

mldni aht: obout 400 olrcratt operated onl etly in 

t ho kldlonda and eapoc1u1l y aaolnat atr=tn&l)am. 

Ylva anem7 a1rcratt .. ,.. do•troyed during the ni ght. 

12. In London b10h u pl od ve bol:lba ware 

dr opped In Strand and covent Oerden Ola t rlc t a at 

5 p.m. : ond a lar&e t' l re wee atortad In ~orylebona. 

A heavy attac~ 0 11 BlnDin~bom atbrted at 7:25p.m. : 

bouae and ahop propert y eutr or ed ooneldorcbly but 

Cl-11• to rac tor ha weR only eli>!)lt . Rollway~ wero 

bi t and ao veral lorao rtroa were • tortod , but ell 

are ei ther put out or under con t rol. a boo t factory 

wae .. , on t'1" at J:Aiceater ond cnual ~Ua 

rea\ll teO. A t'ew - b• ,..,.. olao dropped on Conn~rJ• 

1:5. A1 rcret'\ cuualti .. 1n above operauona 

(~ troe\ ) all durlns nlibt or Jlovamber 19t.II/20Uo: 

~I 
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_,_ 

-· Mttnnt fro'Ul• 7 s• 
Dee'",..-lla11_.,..... 

II .... 1 

O\M• 111111 ...... 1 
Ual ... Ur1 .. ' 

ftkl ' .. ,,, ... , I& 'llaUeN lllMlJic • 

14. IIIMll --~· ............. ,. alw 

_. 'IIGMe• oa t.M 111&11\ or Jo..U.r 17~1-. ... 

.. ......_ u -..,oNr1lr 011\ or .. uoa. 
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(b ) Oppor'*l.l \o OIIDWre 1arte _ .... .r 

o-.r ln Koruu area IIAo boon lH\ owtne to Ilea., 

lkUan 41ft ' •11111 all4 a ol\1M ... a\\Mu p1aau._ 

,,.... \o u.. poa.4 4"111'1118 aroaMr pan or Ulo dar• 
• 

llo Y11e0alaU dOIIJ' Ulo NJ)OI'\ \he\ lwUa• u.aa 

reUN4 1nw U..lr \ orrU017• 

•· on ..,,u:lbor lT"' II'IU' _.1_ ~ ... oUaallo6 

IIUPPlJ !blnpo 1n .Ubtlllla, .-1 n~t~Mr pUrolo .,.,.. 

Mlll\aiMd ...-.r A ... M. 

all4 Jll'obebl¥ 4oo\~ II 1101nllol "bo~Qore ott \IIA Dlawb 

-·· l'lu'H .~ ... ·~1- doe\..,. • 0,1118 ...... 

... .. ... ...... ., ... lltNob --· .,.1 et -

at....,. •••a _,.11• .. 
... ... I ..... '*- _. ...... ••••sll:l•~w.a 

.._ .. --- ua n .... - .....-' a •-

........ ._.1~· ----"··-­.... , 
Regraded Uclassified



r 
1?4 

'• g==p 61r lvM• 
!l!rltp\Do Cuu'llUoo eo tar reiiOr\ed .,. 

380 dMd Uld 800 1n~. ~.,YOI.'tll 1~1'\en\ t'aO\ol'1n 

N-4 •orl< on I'IOVo;:Obar 18\1\, 11M tlOMla ot \be 

PlliiiUo Uld A. Roi'o aernoe• 111 N"PQr\o4 w 111e JM011t1oea,, 

II, ,\\ ldU\o1';1 bJ.Uo~a IIICD\1-.1 , .. \el'4aJ 111 

aol d1eN -" 1<1lled a ni! a & a erlou.elJ ~eel. 

u. rums or H"ll~\b. 

Abou \ 130 Ofle:IJ al rol'llt'\ were GlllllQled ~ 

wiUob an 'IIDU'.l&l.lJ lal'l:e nu. .bor 'I'IIN ~puea'lJ a1-

1~1na ott \be Ella\ c o .. \, 

10 . • 'eR'es rn 111s1ae. 

A 1101'\11 bollDd 001\YOt wu a\\M-.4 10 \~ 

'by alrc....r\ 1n \1\a TbUioa i e\wu,o Cllll'lll& \1\a oar}¥ 

at\ei"'IIOO\ o r lloYOillb <n' 14\h. \'1\rea &hl,pe "''" .S..f:M, 

A NQ\11 MalliS oorm17 wu oUillarl¥ ,,.._.._. 1n U. 

- u.& 'blat aus\oJ.DOd M ~P• OM BrU1ab llbip 

... ..X b7 alr auaot ott 110\1\llern l rel&n4 ear1J • 

' 
11. 'Nr1M 'b! n1F1d. or l?Wlll$11• 

\ 
111 ...... 

• 

H' , ~' ~ Uu./lTUl &114 4111'111& tile lWa 

--...eN a\Uolre4 ...noualdU\e17 Uld ~1~ \.e.'• 
la aal..,U wttll ........ •11111 "t&1 ~~ 

\ 
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fel01 .... N Oelftcl t'ro. Lol'lcloa 

elated Jo.,..'be r 111\ll , 1940 

11!11· Ia ap1\o of ox\eno1va aoar ob 

1n area of a\\ack Oil convo7 llX 84, no \race ot' 

t'ur\ber O\U"Yi'ION baa b .. ll t'OWldo 

2 . 1\ 1a ru.ourod \be\ a pocke\ be\\le­

ahip 1o 1D \be v1o1n1\J or \'be Aaoroo anO \be 

Oerau \onUr OOI'IUII1o 1o repor\aO to be.,. ld'\ 

\he .uor .. P. ll. /17. 

1.75 

), On 5ovoabe r l b\h d. ~ . G. Colo.bo onel l od 

a aerohln\ ftaaol ot 1500 \oM onchoreo ott IIO&ad1alw 

anO outaineO a\ loaa\ 2 hi\a. Ohoro ba \\er1aa opened 

t 1re •1 \.bout raoul t. 

4. aavel a 1no .. aeper ohOt eowa 1 en•M¥ 

alroratt 70a\ercl•7• 

5. RolJl Air f oro• · 

J1gb\ or Fov .. ber 17\b/18\ h. Y1tt7-two 

a1roMit\ wro .,.opa \Ohad b7 boolber OOI>OI8Ddl 4} \0 

OOlaonkirohen o11 plan\ and o \hero to d aam marahcllin• 

J&rcla and Lor1ont o..-.r1ne baae. .Ul r owrnaO 

oatelJ. 

6 . O.r=tP A1r roroe. 

E11!ht o l' !!o vember l !? t!\(U\1\. l/l.lrtnn 

N pon.. OMuol U ea 1a LOndon or .. oo tor reported 

a N ~ klllocl aad 1~5 1aJured. A\ Gouthamp\on 

ax\ano1.,. cl .... • to propor\J ••• dona bJ a land mtno, 

U people 'belq k111ocl and ;,() 1DJI&Nclo 

7• P'rlli'\ o ( JoMMr 17\!l Jlf'·\J ~ 

olreNt\ appJ'Oaallecl .. 1 .. \oDO u d a t'uJ'\b .. 60 

ooaala un&l 
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-uu., ot JWua ' "'" -..-• 111r o.­
ttlltteN WN Qllld Oft• _..._, - IN\ dld ... 

,. .. , .... ..,.,... ftl~. 'llle ... ·- et ... lloewr 

.. , po.er awuaa o\ ...... .,. .. wro Ill\, Ilea ...... . 

\lieN - • ,_.. ot Upitle-. 

1. •••• or hp t'• lZM(lfM· "'""' 
210 .,.,...,.. ............ 

. t. · lo U.O~\ ts p - ropor\ .. 1A tile 

LMMa -· A\ loa--.,\oa 1t ,._ •ro kUJ.ed 

.., 20 llll.,.d ud ...... wu oa-• \ o "eldnUal 

proper.,, Ja ...... e ,......_ .. 111• ,..,., n e 

lolllo\ ••wlal .. 160 ao1dl•rel \lieN were 1N117 

... ~u ... 

10. Oown&fT. t.\or -· •n•w ot 

l .. •trlal ,_.. .,..ltlM 6 fM\Orlaa. 1 " por\od u 

pt\odl at \1M -biH \001 tae\OrJ prono•l:r ropor\od 

.. ptW, •-.e la 1- aerlo• Ula - \lllo,.P\ •• 

a 1.... ,.... ot tile atou wlU loO aa1 ........ A\ tile 

o\IM• .. taatorlM ...... 1• aalJ por\lal aJid pro4aa\1n 

u -u.uac. .u Cov\oldo1 \lla -Ulot1a ... u oa 

- e'mat ato .... •• la le t\111 1'1'00ecu oa 1 n.. ot 

,..., .. u .. ,._ \lie -leOer or •• tM\OrJ 1• u peowo 

, .... ....,. 
u. Ja .u taawn .. ,... ... u .. ta 

..... -'" ...,. ... 1tr porUel law...,uaa ot ,ulle 

aUU" .. .no.. 
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Telegram ~rom London dated 
November 17th, 

!!!!!!· 

178 

A naval trawler waa blown ~p end one Polish 
and one British destroyer damaged ae a result 0~ a 
colliaton in the Clyde on November 16th, 

A British cruiser rorce has arrived in Piraeus 
Wl th trOOp& trom the l!iddle Ea&t, 

During an enemy raid on Alexandria on November 
13th H.JI .S, "Decoy" vraa dalll8ged- two decks and the 
bottoms boled. 

Royal Air Porco, 

On November 16th enemy AC/ ahelled Jl.&. Swtn 
ligbt-veasel and machine sunned Butt o~ Lewis light­
house - no caaueltiea but light ve&3ol sustained bits 
above tbe water line. 

November 
ano~ber , 

Convoy in Thames estuary twice bombed a .m. 
16th. One ehip had engi nes disabled and 
not in convoy, waa bombed but no damage rep=ted. 

Deyli&ht November 16th. 

A Bll'.All number or med1wn banbera attached 
shipping at 3 Dutch porta. 

Ni&ht November 16t)}, 17th. 

128 heayy and medium banbere ware sent to 
continua the attack on ••illtary objectives in Hamburg 
and in addition 22 were detailed t o attack aerodromes 
and Antwerp dockyard and 3 to lay mine&. l'O outstanding 
reeults observed mainly owina t o heavy clouds over the 
target area. 3 o~ our aircratt miaaing. 

German Air JPOrca. !!iAt or November 15th, 16th. 

It ie now known tha t 3 enemy a1rcra~ were shot 
down by anti-aircratt ~ire. Total caaualtiea reported 
in Londonorea ware 95 killed and 510 injured. There 
were aa1d to 18 ve bean 33 tAtal and 14 eertoua casualties 
et Bournemouth. About 300 incendiary bomb& were dropped 

on Windsor but dameS" and c&aualt.ial were alight . 

Ni&ht or 16th, l7tb. 

93 aircr&tt 'KerO plotted, Of Which 16 \YOre mine 
layin& and 48 operating ovor London . One enemy machine 

wao ahot down by enti-aircratt. Parachute mtnea were 
uaed, but ~aw caaea o~ important damage woro reported 
~rom London area . 

co-rent g. 

All ~tree under control. 

Atrcr~ battle caeualt iea in above operations 

(bome ~ont): 

By ant1-e1~M:ft 
llnapecitied 

peetroyed. 

4 
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-2-

Greece, northern sector . 

Greek troops ere within 12 kil~tres or 
Korit&a. Near Bilieht et1rr opposition encountered 
rrom Italians in prepared pos i tions. 450 prisoners 
10 guns captured t his area, Commander-in-Chief eati~­
fi ed with progress. 

P1ndue sector. 

l'lo change , 

!!pirua sector. 

Greek advancing from Do11ana nearl7 reached 
Bne111kon and have taken De1vinakion. Purther south 
175 prisoners taken b7 one Greek battalion. coastal 
seotor, advance towards Egoumen1tea continues, 

Tbe 47th Italian division ba a been brought f rom 
Valone to Pindus rron t, 

Middle Bast , 

On November 15th Blenheitaa escorted b7 t"ightere 
attacked 2 ene1117 aerodromes; and on the n1£bt or Nov~er 
15/16 successful air attacks wore made on 5 Italian sea 
baaes in Lib7B, 

~· 
During tho ni ght or 14th, 15th, an unidentified 

a1rorsr t was reported orr Port Sudan believed to be mine 
la7ing, 

Italian Eaet 4fr1c&, 

On the night or 14th, 15th and on 15th our 
medium bombers a ttacked vnrioua mili t sr 7 targets in 
!th1op1a and 6 machines of South AfriCan Air Porce bcmbed~ 
an aerodrome in eouth•rn Ethiopia destroying 2 Italian 
bombers end dru!laglne J , 

Re!l!pnia. 

!vidence bee accumulated to sh~* that German 
rorcee 1n Roumanie are bei ng cont i nually i ncreased, 
Al though it has not been possible to identifY any more 
units H is possible that there are now elements or 
several more divisions in the country representing 
e atrength of approximatel7 60, 000 men, including 
instructional troops and troops required to man ant1-
aircrart defences. There are also rears tha t re1n­
rorceJnents are passing through nungar7 at the rat e of 
1 division per week. 
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'hka a _1_. r- Lafteoa 

4aW4 .. ..-.. Utll, l iMO, 

1.80 

A ~ oa naamu ua- ott \be llo~aa 

ooaa\ claaUo~ a l!einlr.el \loAber, 

c. J11fih\ ot n.., • ...,,. 10\lv'l&tb, 

In po4 -\bar Ilea., alld --till a\\Mlt 

M de .. 1u\ \I'Wie.POM&Uon, oil and 811ipbll1ld1111J \art;e\a 

a\ l'st U'Z• I n a\\aol 00 \t•liW,POMaUOD \arte\a 111 

l.l nlwerdar alld IIOortle\b .._., -...w -n 1n \ari;e\ _., 

IU\a -....s on ~11118 ,.I'd• a n4 lerc- w 1ld1ne t»lew 

~ - ap;>oared \0 11e ec-.ple\al¥ -llle4. A\ llbenu>la -

oaoec oil ret1m1:7 ,.., t ire• a n4 - u eq l.Hloae oa__.. 

A\ lllola alld VOM eb1P7&N Mftral tiNe ftN e \ar\ed e\ 

tolar •111\&1'1 ob~\l"e 1n \ he o1\,Jo 11aJ9 ••~• 

ware a\\&4111&4• aeauue obeorre4 wore ae tollowe. 

".oh1pol .. roes.- wtldillll• M4 ~,.., &oeewrbera 
W1141DP o n \be eu\ a14a alld re.Uwq e\NMled, ~plo,e1ct~ 

M4 t1rea - oei&M4J Jalld.blon, d1reo\ 111\a .oorecl on 

rauw.,. a lld Rl ldUli;IIJ IIOJ'Iaa aeepl anc baM, IU\a - oa 

.. , oa tirel I! I neie , 'IIW'e\a - n &I:JDI'IP\ tour- \wln­

enatned ...,. etnran, \ wo 'IIW'e\11111 ln\0 n - •1 Alos , 

d1ree\ Ill\ &de on an eneaw e1nran \alUJII ott . Cbe-1 

por\a ot O&lala, 8<Nl.os ne 0 lliiAMI'P• Ott\en4 , Zeobn&&e M4 

Cap Or h Rea, 110&\a alao a\\aOlle4• Two et our a1roftt\ 

aN lllM1 B .. 

3 . pe • ,,., ... 

Jlla:b\ tit •• t r 14\ll/16\IM 

to\al au U1ea M t ar reperte4 were Ia 11i1\e4 

... M Mri.-17 taP ... 
~ · 4/ 
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•• tile .a14 • coo 11'7- u.e _, -s.oou .._ 

01\J' Me oqal'1 .... eD:l '~stet hr 9ftl' olawoa ~~ave. 

1A 1140l\1oa \e --:01: uo lalp •IIPleei" -..-, o!IINt eo 

pei'MIIII\e .u-- taswuo Nil! ~~~~Plod .. , • wu • 
GG~a\ 110 ~w .. 111neo U4 IWiiJ a~~UP1ode4 bolalle. All 

tM\erl .. oleee4 4ftB 4vllll U.. ._,Up\ ~ lloo ..... 16UI, 

a1101 n - M\ .-u u.o •n.l .. - well 114-..4 ao\ oll 

t1NO WN ~I Ill'\ -ser ooa .... lo ~ro4110Uoa o\ a ...... 

ot tM\Or1oo w11l pro-.~lr • atho\ed 111r obortaao et 

oWo1\J'• IlioN Me .._ - prlft\o •••-u-. .,., 
Ulo •role 1o eJIOCI• J p\ UIO ... ~S.\ 1\GM el 

" ,. - .a11..,. Nil! ron~,...,. .. .,, clcb 1o­

.,.._ OM ..-&• \001 roo\01'7 1o reper\ed • ..,.. •'• 

OM UIO OOUIHI'al 1o a~\ deOUQr .. • ftrM ~1\0la 

"" Ill\, two or '111\loh 11oft llooa \oalpOrel'llr ·---· 

llol'l- 41 ,. _. 01111004 \0 coo ond doe\rlool •rn-, 
- or ohloh wUl \eM •- \la \o I'Wjlalr. oo tor '" 
llooldro4 llo41oo ,..,. liOotl ~ o n4 UION ON •-1 

lilllll4ro4 '~ 
6o 0\llol' llitllall4 ._, '-11!1\0IIo JIIIIIIOO\Oil Ud 

llliWl .... - alOO .. t o, .. , 4 .... - 110\ ~~. 

6 0 A' 0 1IQra1 All' J'ONO ooro4.- la PllDUhlN 

...., &aaua..,.-... and- hlp e~~~~loo1- "" 

4rondo 001'1~ 1 &'IllS'"....,.... oDd olp\ alNNn 

111 U..0 .... 14oo -.,o o\llol' alNJOan oa ..... p ' • 'lboN 

.. ,.. - ·~"·0· 
'• ~' or 110o a r 1 6Uio 

A total or • ..,.., 1110 ...., a&...-. ........ &a 

UONo aa a.r nattl • lMWJII'" w&UI o.-&M~o~:a. 

•• Ill 2 , .. - • o ._.-leo ~\ 
1 

,.. 

•&a~ 1a I , ...,. - a •u• - .... 
1/ 
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... 
a. ._, ot .. , n r uuvua. 

n le ooU.M« \1111' a.o oneuq ot....n-

ei!Pl.oi'M• ,_..,.. of \1111 U\Mit - \1111 ........ 01 

pereoiii&W Ill- llo&b dil)l80e4 end ~lodeG 'lbleh t'eU 

ln , .. LoOilon - .., ""' ~ .. or t'l!Nito 

llo Jll'la preUatM'7 Npoi'W \beN WN -pal 

-· of 4 • \0 NilWQo ol\1et'll \0 M&llta'*' u-, 

\wo .. worltlo WOI'O bU 8lld o t'lNt wl\lob 1a ~W4 W 

ott'ed prodlloUoa - o...O •' PlNo\OM '17N 'Co rD. 
• 

'ftlroo -1- fiNo...._ -•n• ta C.n~Nl Lon4oll -

OliO _.. o\Mr .all - elM .... NI all &N .a. -\Nlo 

10. AlNJ'IOt'\ lleUle -lUoo 1n UloiM oporou-
(11oM~). - P"'I'MICJ Pxetst'' 7 .. 
11iJ ov tlii'Wft 

flpW... le I 

......... 1 

( 111 ... , lMb/14\11) 

- a.HoiiO 
1 

t n .. 1 

1111 ,..,.. t'l.---. ... a....,.. ~ 
tw\all 10 I .. ...... ftNe t'lGi'WN ( '" pU.ow IOto) . 

,.. ............... 
Ue e'•'• •r·l\1•a. A 1111-twl...t,.._llll 

......... • .. _ • ., ot Mn ••• 10\11 1a \1111 lfo:• 

Sulks& US d! 1 0&1 Jl'lUeh ehlPt N00 ..... - _, 

.n ... ..., a a .,,..._ 
, mg• 

• • • ·-"'--• n aa "" ._, e~u • ---
•"r n II 
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atU.IIeel IIU'lt -•lu ... _..' • ~ w\UII& ftft ~ 
oll ren•l7• oa •u ' • 13Ul \w -.dill:l , q 10 

1 1 1 
' 

v~ bal110U, -~ • ~'" ..o lll.nklftl a ...... oa 

11ou ., .. uua a1a •U• • s ora e~. .. ,...,.. a ...... ._. 
' 

Cia 8ldd ~ •• , I .... 14\b,ll&Ul 001&1' aiNNft 

"-1114 f\allan - ......_ ia J~al AleUDCI.rla - 1'01.,_. 
au U..a br ~ a1ft1oU\ •' 110 

1 1

&* 1• NPOJ'W• 

u. ~ 
oa ao.,...r ua ...-q nsb'•" IIPP-011114 u. 

lalalld ,.., wra 4.-t.,.. orr • aau--.troran nra • 

• 

• 

• 

• 
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hftMr \41 tlM G)l.el\ or aaftl alrllftft 

an aok &\ Taraa\o a-1DIIt1oa of pbotop>a,phe abowet 

C.. Cn our ala .. •tU.ahip appe~\l.J a....Uceet 

IIHlM w a\er11oel't w1 til 0Al7 tiM ~arl\l'IM\un aa4 pol'\ 

upper 4Mk ti'Oil awra to otter twu.al ftbo'N • WI'. 
AM\bor ca- ala .. •tUeahtp h boaollat -

tile ahtp 1• u,Pr1ah\ witll u awr.l.l1a17 llloopl .. , ..,.,. 

la14 orou.t ber. Li\torto al ua battlaahtp bOWa aow 

" all a boft • ta:r llhip bAa ......U ltat to ,pOr\ aa a11Z1U 017 

~~~capt4e praa~&nD.blJ ~ out ute la14 rou.t bel'. 

ot~:utr be\tlNIIipa aD4 11_,., 1ao11 Ol'l&iMr ao4 probeblJ' 

the two 4•~ at x laah ol'\l.l~• u•• len Tanaw. 

Dllr1AC U. oov.rM of t he _, oper at.toll8 

anaa ~ e11'aroft. _. &hot 4o• a D4 t wo __ .. tul 

a~t•A~Pt• w re l:IIJ41 to boub t leot. 

:s. t l aAJIAir1a ..... t"'!M e u aaiCM b7 .,_, 

etrann oa •II• n aatac ot u.. l .:.th. !lll sht 4aa.sa • •• 

ea\Uiell w 4ooiC ohM• allll llboro IIAMo 

•• EW t.mca. 

pgn o.a•u ... ooouJ;1 .. b7 ,... rr.ao 

t-• eulT oa Ro.,......r U.\11. 

a. n.e- -Iliac..,... aaftl ainratt 

re,..... Ill_. •• .....,_, .. Ull - Ml'Gaa' .. un' 

dollt •• , 'rpf ldlN wn of 'hlc...-41 a\...Ui .. 
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••• 
.. u. ..._ •"••• •tt a 2 t l2aaa&.-. ... ...._ 

~~~~ .... ,., ..... _, 1al'llt rue.. ~MU... 7 2 12 
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11. Baalll.A& wee npon.N t1'Ca o\ber , ~,.. l.a u. 
ll141UI4• an4 ttl.o 1n Yorlcahift bu~ olll)' e11t.)l~ 4a,... ao4 ..., 

o IIW&lUM rnulte4. In tbe LoDdOD a rea a Mbool .,8 b.l\ 

11n<l a nre ~u.aed at on unulli\1on 1110 r1ta. 

1.3, /.irorett oaiRill.\1aa l n tho o bove opernttoaa. 

( l!ono Yront ) , 

lia!Ut 2!.!WDi· 
BciOber a 16 

nch\era i' § t 

Total. 19 8 • 

.Y t.oena. 
14. M pplifi Cpaw;+tit,J • 

Thoro LrO now Olll)' t'iYC ~pe froe tho COA1'0J 

n~~ o~od by cnaey aurtuoa r o i ller UAAooow~ed tor . 

lfj, ConYRllo 3 outward bOUAd OOD1'0J8 tot.lll. UA6 

l ~4 ah.1po ~ ve oloure4 north . au~&rA .. pproootwe. 

1e. H1d4l! -h•t• ~· ... ~ oaauult1•• \;'IN 

1111'11 oted o_-. u• en~ .>J oc.:ra ot t he o>\IAOA llateAOe ::or" 

\n t.M n~ ao•tt.h ot :t.•wln Oil tbo l .>tll !:ovubez' . 
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u. 'E:l«-.1 1'1 <'lt.•r• ~~~t.aok-.4 ODe> ot our aero4ro» .. 

on tho 1::th r:ovOI!Ibto:> r n4 4aatrote4 on• OCC.bel'• 
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PERSONAL AJID 
SBCRJI:T 

Dear Ill' . Seeretar:r, 

IRITIIM UIIAIIY, 

WAIH UICTOM, D. C. 

29th November 1Q40 

I enclose bereln tor :rour 

peraonal and aeere t 1ntoraat1on a oop:r 

ot tba lateat report recel• ed trom London 

on tba m111tar:r altuatlon, 

Bell eve me , 

Dear llr . Secretar:r, 

Tile Bonourabh 

Benr:r WOrgentbau, J r., 

Ublted States Treaour:r, 

Wuhlnston, D.C. 

Ver:r alncorol:r :roure, 
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ftUGJWI IIE(;J l"ftD PIIOII LOIIDOI 

DAftD I OVDBa 27 \ 111 11140 

t 91 

In )tun\ diU'l ns nlsbt or htll/letll 

wllat appeared t o be I ona., 4ee\ro,.n a"aolla4 

BrlUeb s .s. 0Apollollla•, two otbor neeola wN 

ln llbo o• ponr wUII lahor - o• ro~or\ad u 

abeft and H oond •"- ott \o eoaward • 

•• ODo S.lslan \Nwl.or 1l&Dir \btl olgbt. 

two a lnlng ba\ a17be t tlbi.Jia . A \Q& \ owl,. n o 

barao• ln \bo •lclDUJ a llelns a\ proeont. 

I. rr.o Prono b tralnlna eblp •~:•.so.• 

1111111 b7 t orpedo t r o!!l onoll7 alroran ln tbo CbanMl 

l n t ba P••• or 116\b. A eonvor o r 4 •reliant ..... 11 

arrlYOd at Malta oo t be lltb. 

'· 
a\ t a ekod b7 ral4or 100 a ll11 1 ~1 or Cape ~ortb 

IllaDd low Z.alan4. 

•• loa x•uon rorco or \Wo ba\tlaablpe 

wU b 8 crulHI'I a n4 a bou\ 111 6watroJti'O ne elabk4 

4& a ll•• eouth woe\ or Caallar l Slolll7 a t ~.sa 

loYOIIbor 117t b, e t .. rlns eoutb ••'· BDeoq ••• • nsaaod 

at oxtro .. ranso b7 oar eartaco torcoe and wltb4Piw 

at blsb apeod hwar4• caaUarl. 011r alr etrlklna 

t or co attackad damaalna ona 101., oral .. •• lo 

tlar t t.l' 4et&l11 Jtt riCilYOdo 

•• Doni' aballl4 I tt..• lUll 11 roaa4a 

I M't 1olbl,. 4 onlNI'I I MIVOJII'I lD ••• _. 

I anlHN an4 41 .... 1&110• lD 1-r ..,.._. 
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_.. en •net~~" -r••n• ••-'- · -• 4000 tiM 
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elroratt bell•••« blt er ftllr aloo ... \\ .erebaDt 

..... 1 eft Dl'll ... 11.a• .. \bo 01 11\11 I ce..._,. 

l a 'I'M8ee Bit_, wre ..... c .,.eotlal\J l ttMIIt4 IIJ 

alrcratt • 

•• 
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.. ._r, •« Lol'lea\ (U) . I -•J b'"'"r• 1111 

.. epatoblcl " attae ll erMMl 1\ h rlao • elrcraft 

or .. blcl ea 1andlaco 

9'xpp ,ttr met 1 

so. It'"' 0 t • '......, ... 

&""' 'rO ' " " '' alnre1't wn lD'folo .. 

et wblc b •JerUJ wn atno 116l•• 

u. - tll' l bll' 1\1\llll 4\o la\011 -

arrl"cl l.a &lbe.ala• 1M .. ,.1 nlatan•••• Mat 

la , .. , I -~~~~ le c-ld.rlcl .. b1 et le .. t 

ll,OOO lll'lA&llli \be "Ill •"''" ta u eotlal .. 4 

n .. " ot .o_ooo le .. -••'"'' lbleb .... ~>e• 
..... t.ae .... ,_ ...... ..... .-"-· 
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llo. 257 SID!AUON R:§I'ORT 

K.I.D., W.O. 
lloveber 29, 1940, 
12:00 lt. 

Th1a m1lltar.r eituation report ie ieaued b7 the Kilit&rr 
Intellipnce Diviei.on, General Stat!, In 'lin or the cccuional. 
incluaion or political information and or opinion it ie cl&ee1tied 
aa Rutrichd. 

1. Air Foree Op!rat1ona • 

De.-n dqll&ht act1 vit:r over eouthern Bn8lond on the 
28th reaulte4 in rather he&'Q" air combate . Laat nigbt IJ.yerpool and 

another northwet.em cit:r..,.... heavil)' baolbed; London wu oubjocted 
to attacb of IIO<Ierate inhneit:r. 

L&at night the R.A.P. attacked 111&D7 point& in Oel'malo", 
Hollsnd on4 France, inclu<ling Stattin, lt&1nz, Cuxhaven, Boulop, 
Antwerp and Politz, and a.1rdr<lalla near Coblenz and E1.nclhowa. 

n . Ol"Mk Tb!&t:!r ot •v. 
The Greeica are belined to he'll IIIOde little, 1t ~. prot­

rue becauee of atitrenin,f Italian reaietance and counterattacb b7 
the XI Al'fJl7 Corpe, The center or tl.ghting in the narth ie in the 
vieinit;r ot Pogradetz, Which ie apparentl:r etill hol<ling out. In 
the eouth, ArQrC>kaetron ia the oentar of fighting Cld, app&HOtl7, 
hal not 1>1«1 captured. strong Italian Air Force reaction ie in pror­
...,. .. 

ru. M!41\'T!!J!"P tp4 AttiCS Tb!ttt" or Jar • 

. . 

193 
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of Ccrfta\17, ~. Lbw; al, Brinol, ..,. ,_, :""* 
Ula\ 'llb1lo \~ban r•ulted 1D ......s.•ra11.1e 4-.oce w lhop~~, 

oh'llnh .. , ·-~al ~. bot-, ..... \~ haft had YU7 

llttlo etr.et • &lrvaft. prodla.UOa. 1a epih ot u.a teet thA 

- al.rtnn taetori.M are 'I'QT larp ...s ~ tarpt.e, 

the ao\ul ~ m4 4Mt.nacU& ot th• or of the1r -. , ..,, 

pl&n\e 11M ~ ot a lllMI' tbazut.er. 4 'l'frT t• pl&nu ..q 
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RE BRITISH PURCHASTIIG PROGRAJJ llovember 301 1940 
9:20 e..o. 

Present : 

Layton: 

H.U.Jr: 

Layton : 

H.U.Jr: 

Layton: 

Ur. Young 
Sir \,alter Layton 
Mrs Klotz 

There is a note about these things. 

Have you (Young) seen this? 

(Sxhibiting document) The maximum .figure 
they expect is 16%, which compares with the 
25% which we put into our program, You re­
cember in r:ry memorandum I mentioned that. 
the Admiralty's ficure ia 1~. 

Air frames, i t goes up to 20, Steel, 12. 
Railway traffic dropped down 10. 

There are our field guns . Those are the 
gun barrels and I put these there because 
they are weekly fi gures. 

\/hich are the weekly figures? 

The dotted line. The main line is the average 
for the month, the point being that you get 
them delivered in blocks when they are in 
scall numbers . It is a ail:lilar story for 
the tank. 

I will explain the note . These anti-aircraft 
guns have already attained quite a high level. 
The interesting thing about this is that 
there is no disastrous fall as a result of 
the blitzkrieg which comes here in each case . 
They ought to be higher, but they ere - for 
same reason the cables are held up and I 
can't exactly give it, but cy best guess 
is that that is about it . Naturally I em 
not showing these to everyone . Those light 
cruiser tanks are being superseded by 
heavier tanks, but this - -
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u;;t.o:~ : 

::.:: •. Jr : 

Ltt:·ton : 

- 2 -

'rhis is numbers per 1-:oo:t? 

!!umbel's , per 11eek, and this is the avcra~:e 
weekly 111 or der to avoid confusion. 1'hese 
a!'e all nvera;;e \'loekly, So that is runni!lr; 
aooui a --

The solid line is the averace? 

7he avera!:e of those foul' points . 

','hen you cooc to t1.o bad cases . l.o·.: tht. t 
is an exa.nple o1 foll" on our nart ~el,inv 
t ' t' - •. i· . . ' .. u oo nucn on ue .. >lhlC u, 1 ... 1ol• is t:1e onlv 
source of proC.uction, and ~;~~erever ;·ou :incl. 
t~t \;e concentr ated too :nuch in one nei"h­
bot•hooC., the t ite.s been the so:ot of rcsul t . 
About Jul;r 11~ be;;an t o disperse that , to 
e;et nore factories, and here you •.:ill find 
1t just cominr; U? end t.he r ifles ere the 
sru.1e . :~os t unfortunately, t.ho;r hit our 
onl;: t•ifle fnctor:r . 

Incidentally, that is ono ree~on ·.rhy ! huve 
been so fuss~· about t:tis rifle &tOl';l' . "e 
silll:>l~- ~aven ' t ;r.nue proner prene.t•ation o:: 
ti1e· rifles and 7/e do· r.unt to ole!: it u11 
o.n;r•:he:oe 11e possibl;r can. • • 

i"nat is s:1ell 'lroduction, 11h!.ch is scattereC., 
e.nc the effect' is ;;oo.l . You can't even see 
where the bli tzkrie.; ste.rts e.ml it is no~: 
r unnin;; at - r.orldn.::; up to tl70 nnd a half 
million rounds . 3ut incidentall;;, si l', 
broadly speaking, tno inuust ry oi the count ry 
as a 11hole, thel'e is no dioactrous effect . 
The eJq>losi ves fnc torics al'o u?t'e or less . 
follol'lln(; the expected curve l'llth nn occns:onrcl 
set- oeck. Souc tltino:; :1npponed he r o. But it 
is not an;; yery :;rect chnn"e · That is e. . 
detail , That particular shell, of course, 1s 
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:1.~. Jr: 

Layton: 

!l.J.l. Jr : 

Llqton: 

n •. l:. Jr : 

LaJt;on : 

H.ll. Jr: 

LaJt;on: 

- 3 -

varying from time to time . The filling pro­
gram is one which vto dovetail in from time 
to time according to vrha t you happen to need 
at the mome~t . That is filling anti- tank -
anti- tank r 1fles and anti-tank gun ammunition 
and slll&ll arms, 1Vhich - there is a pitiful 
story about small arms because they provided 
three Slllllll arms loading plant& and two of 
them were on the south bank o£ the river and 
thet \'I&S the result . 

Here are grenades . There are representative 
curves of the whole picture . 

\'tbile we are \'l&i ting, let me ask you a ques­
tion. \',bat do you Trant met o do vli.th this? 

Well, thet picture should be in the mind of 
the President , 

I agree with you , As I say, you know, since 
I went away a little over three weeks a~o, 
the atmosphere of this town and the attltude 
toward Rngland hes changed, the 1Vorse for you, 

I know. I should like to refer that to the 
President to counteract the - -

202 

It is like the time I wanted thao to get out 
whet Canada was doing on the air trainin~ 
and everybody said 11lla t \1as the use of g1 ving 
thao planes because they haven' t got the pilots, 
and I am sorry that this thine that I asked 
for on the 5t h or 6th of November isn't here. 

I think we may be get t ing something entirely 
different . 

Have you anything on planee and pilots? 

I can find out quite quickly whether there 
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~·ton : 

H.:·.Jr: 

Lay ton: 

J! .J!. Jr: 

Lnj'ton: 

H. !!. Jr: 

- 4 -

is anything really up t o date on that and vte 
expected it to be' i n this vteek but w~ are 
r eally. standing by todny v;aiti~& for it. I 
will f1nd out whether tho information exists 
in this country, whether it is actually here 
at all . It is not coming over regularly. 
My own department produces that, you see. 

I soe . Here or in London? 

Oh, in London. That is all sent to ce by the 
people in London, every 11eek. 

~ am just acazed to f i nd the atmosphere as it 
lS , 

I know, and in fact I asked - I suee;ested that 
I should refer t hat stnt ement to the Pr esident . 

'::ell, he is so buslf. I menn, he is leaving 
at noon 1{onday. So let 1 s find out . I mean, 
I don 1 t even know rmether I will see him be­
tween now and noon Monday, but let 1 s find 
out - vthat about the financing of this pro­
grac, Tlhil e I am r.ai ting? 

·,;en, that is the s tatement 1'1hich 11e sent 
in. I understand Mr. Knudsen thinks that 
that will not be as serious, but this - the 
title is here. 

"Statement of the estimated value of addi­
tional orders to be placed under the air, 
munitions and shipbuilding programs recentl1 
under discussion with tho Aaministration, to­
gether with an estimate of the cavital cost 
of the further production facilitles required 
to supplement existing capacity. 

"Initial order to be placed, Sl,075,000, 000. 

"Capital inveataent, $400,000,000." 
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Young: 

H.!J.Jr: 

Young: 

li .U. Jr: 

La)'ton: 

Younfl : 

H.M.Jr : 

Young: 

H.!.l,Jr: 

. Young: 

- 5 -

You told me, Phil, didn't you, about this? 

Yes . Knudsen tells ~e now that hie best 
figure is about 70 million capital exis­
tence . 

"Armament, ammunition, bombs, --" Vlell 
Knudsan says it is 70 instead of 400? ' 

Yes . 400 is the British estimate of it. 

Can't they get together? That i s quite a 
difference. 

There was quite a new point raised yester­
day on this, but it depends on whether you 
can get the sufficient outlook or whether 
in fact it is slo11ing do1m, the Uni ted States 
program. 

That is what Knudsen is counting on. He 
has been using existing faoili ties without 
expansion. 

Yiell, the 70 million, where was that to come 
from? 

70 million represents capital assistance that 
would have to be put up by the British for 
ai rcraft plants and against which they would 
get a credit for at least part of the capital 
assistance they have alreadf put into the 
aircraft plants . 

204 

Doesn't that come to around 701 I remsmber 
once I looked it up for the English and French 
together and it was around 60. So I mean, 
if th~ put up a hundred and they need seventy, 
they have still got thirty to their cred.it • 

I don't think Knudsen is going to give it all 
to tha. 
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H,!!. Jr: 

Young: 

Layton: 

Young: 

H.U.Jr: 

Layton: 

H,:!.Jr: 

Young: 

H,li,Jr : 

Young: 

Layton: 

H.!l.Jr: 

Layton: 

H.IJ.Jr: 

Young: 

H. L!. Jr: 

LAytoo: 

- 6 -

\'/ell, then right Oil that partioular thing, 
if they have a hundred, so to apeak, credit, 
and he says they only need seventy, if that 
agrees with vmat the English say then there 
is no problem there. 

That is right . 

That is right. There is no probl~ on capital 
assistance . 

If they ~et adequate credit, there won't be 
much additional capital expenditure on the 
air. 

If you agree . 

Yes. 

"Al'llllllllent, ammunition, bombs - $50,000,000." 
Are we in agreement on that? 

Knudsen hasn ' t seen any of these figures . 

Oh, he hasn't? 

No one has seen these figures . 

That figure is the War Department estimate . 

~1hat, the 200? 

Yea, that is the "B" program. 

Knudsan hasn't seen these? 

No. 

llhy not? 

He will have sean that one, won ' t he? 
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Young: 

Layton: 

Young: 

!i.l.l. Jr: 

- 7 -

Oh, yes . 

But not in the form of a table. He will 
see tham separate . I think he must have 
seen the War Department statement. 

Yes, I am sure he has. 

Phil, supposing I write a letter something 
along these lines, you see, and you will 
have to get hold of Harcy White, although 
he is all tied ~ on this other thing. Get 
Cochran . So:nething like this . I nean to 
bring this thing to a head, you see. 

"lly dear l!r. President : 

"Sir \'/alter La;,-ton has presented me this 
morning with the enclosed statement, which 
shows that the English are about to place 
$2, 052, 000,000 worth of orders , which will 
require an approximate capital investment 
necessary for creating new productive ca­
pacity of $700,000, 000. 

"I 8l:1 advised that all of those items con­
tained in the h70 billion dollar tot~l 
have been cleared by the Army and Navy and 
National Defense Coocittoe. 

"In view of Ambassador Lothian' s statement 
on arrival in regard to the English finances, 
and also in view of ·what we know the actual 
situation to be, . before you leave Uondsy 
noon, I would appreciate your advising me 
how I shoul d proceed. " 

Now, you can take that end he cen run that 
off , I em not putting in the letter whet 
the English situation is. If he wants to 
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Lllyton: 

H.ll.Jr: 

Lllyton: 

H.l!.Jr: 

Lllyton: 

H.ll.Jr: 

Lllyton: 

H.M. Jr: 

- 8 -

know wnat it is, I have got the facts but 
I want to put him on notice because ~ Stim­
son didn't say it, and I think that t~t thing 
ought to be typed and this thing sent over to 
him this morning, rush. 

I quite agree. 

Because I can't pass on the thing, in view of 
what Lothian says . Here is the accredited 
representative of His ~jesty' s Gove~ent 
saying that England is at the end of its 
financial rope. 

Tnat will bring it to a head, of course. 

\'/ell, this, plus what Lothian said, brings it 
to a head, I have no authority to say. I 
know what Knudsen will sa~ . He 11ill say, 
"VIill you jplarantee this? ' '!hat is what he 
has said r1ght straight along, but I can't 
gw>.rantee it . 

Incidentally, I wish you would ask Stimson 
whether he has or has not taken over that 
French gold i n Canada amounting to $650, 000,000 
which he has kept asking me about, how they 
should and hort they shouldn' t do it. There 
is $650,000 ,000 worth of French geld in 
Canada. 

I know. I wouldn' t - thia is off the record. 

There is no one ever sees this except f or 
t he President. It goes into the safe and. 
nobody is ever all owed to see it. There 1s 
only one copy. 

I have not --

It is as sacred as sacred documents . 

/ 
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Layton: 

H.J!. Jr : 

Layton: 

H.M. Jr: 

Layton: 

:: .~. Jr: 

- 9 -

This may be wrong, but I believe the posi­
tion to be that tnat French gold comes under 
two categories , Part of it is deposited in 
the name of Great Britain and part of it i s 
direct from France into Canada, I think you 
lmow the point the Canadians are raising is 
that they have .... (unintelligible) 

That is what we have in this country, 

It is an acrobat sort which enables you -
which would enable th~ to squelch this , 

!low, the part that is in the name of the 
Bank of En~land can be dealt ni th and the 
only ques t1on is whether the other part can 
also be handled on the basis that a centrel 
bank's deposit as a central bank's deposit 
is on its o1m, \'lhether the Central Bank of 
Canada undertakes to do a particular job or - -

Well, t hey had better make up their minds 
Tlhether they are going to a tand on central 
bank etiquet te and protocol, or 11hether they 
want to win the war, It is the eame way that 
Canada had this gold on board one ship, 
French gold, and these airplanes on another 
and let the:1 slip through its fingers and go 
do1m to !:artinique and give ue all this 
trouble , 

i',ell look, Sir V/alter, wey don 't r.e do this 
way? I don't see how I can do very much 
more this morning than to have you and 
Phil ip Young polish up a l etter for me to 
the President, with Tthich I will send this, 
and get this over to him just ae quickly as 
possible , Don ' t you think that - -

Much the best, 

mat ' s serving you the best? 

208 

Regraded Uclassified



Layton: 

n.u. Jr: 

Young: 

l!.t! .Jr : 

Lc.yton: 

ll.J.l. Jr : 

Leyton: 

...... 

- 10 -

It certainly i&, 

Philip, do you agree? 

Yes . 

So I think if you fix up that letter for 
me c.nd - I don ' t want to go into a state­
ment of ho1·r much they have or haven't got 
The President can ask me . But this woUld• 
put the thing on his desk this morning 
and I want to make it very plain in a letter 
until he says yes or no, this whole order 
i s held up, but I can't say yes unless he 
directs me to . You appreciate that. 

Yes . I t has been around the corner all the 
time. 

Yes, and you see I , not having this - I have 
nobody to blame but myself . lfuen Stimson 
brought it up, I didn't say anything, but 
even if I had had it I don' t think I would 
have said anything because I don ' t think 
it v1as the place to bri.ng it up. 

Yes . But all through, he has been working 
&11 this month - the \":ar Dep&rtment couldn't 
have been more cooperative - on the question 
of how far it could be so maneuvered and 
manipulated, its ovrn arrangement has to 
make way for this program for us, and they 
wouldn't say - place their orders on that 
assumption until they felt they could 
honestly say it. They have done i t in this 
letter. They have given me a timetable . 
They have told me what they are going to 
do in the way of helpful inspection on all 
the materials . You have seen that. roe 
have had some minor changes, and so on, 
but broadly speaking it is almost ready to 
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H.:.: .Jr : 

- 11 -

proceed. I have al11ays snid that we don' t 
1·;an t to have to put money do1m at the be­
Gilming of this . We want to pay for what 
118 cet . 

I think the quickest thing we can do and 
the mos t eff ec ti ve thing we oan do is to 
get this in a letter from me to the Presi­
dent , vrhich, as soon as you - have it ri~ht , 
Phil . Bring it in and I will take a looK 
at it ana if it is all right , I 11ill send 
it over by special nessencer. That gets 
us on the v.ay, doesn ' t it? And then if I 
get t his other thine uhich is bothering me 
some out of the nay, marbo we 11ill hl!ve a 
chance to telk le ter in the morning. But 
I have got something which l'lon ' t keep. 

All right? 

All right . 
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Novoaber 110, l~ 

J.l7 dear llr. Proa1dentt 

Sir Walter Layton baa pr11enhd Cit th11 CIOrni~ 
tlith tho enclosed stat..nt which ahon that the 
Enclleh whh to J!:~' $2,~tF•OOO worth of order• 
for aircraft, o ce end pa. The plac .. nt ot 
thoe• orders will require an eatt.ated capital in­
voatelent neceaaar7 tor creatinE n .. productive 
cepacit7 o! r.$700 000,0001 and In addition adftJICt 
poyttonh on ai 0! t11a oontraoh whioh MT &l:IOUDt 
to $5001000, • 

I ILl advieed that all ot thaae it .. contained 
in the two billion dollar total ban been approved in 
principle b;y the National Dehnu COI!Illlitt .. end with 
the concurrence ot the J.rrq or tha Naq • 

21.3 

. ll rou know, the Br1thh cl.&.i.CI the7 ban no !undl 
to m .. t thtlt ~h. I wouldn't bother {ou over 
the .. uena u- 1t nr• not tor the taot tba rou are 
leaving lo((aaq. I iptlt1on the wildaa ot letting thia 
mtter banlt in the &ir until ;rou returD. Therefore, 
if rou could ~· ... a t .. allluhl between 110111 and 
S\llldq night to dlaoun thh pl'Obl• with u, I would 
appreciate it vtl"'f aaoh. 

The Preddta\1 

The Wte Bout. 

0 :p 

Sincerely tour•, 
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111 dear lilt. Prelldenta 

S1r Walter Lqtc hu prllcted u t hia I:IOI'Di.ne 

with the colo.t4 etattMI~t whloh ehaa that the 
Ellgliah whh to J~!e $2.0621~1000 worth of order• 
t or aircraft, o oe md llllpa1 The pl&o.aDt ot 
the11 ordara will raqulre an 11t1atta oap1tal 1za. 
Te1tmlnt neoaatar7 for oreat~ new produot1Ta 
capao1qo ot ~t~10001 &114 Ill addition adftJIOe 
pq11111ta on a Ot t~~e oan traata whloh .:t IJIIOIIZlt 
to $500,000, • 

I G adrlaed that all ot th111 1t.a oontalned 
in the two bllllc dollar t4tal han been appl"'Yed in 
prino1ple b7 tha national Dete•a CCIIIIIlttae and with 
the OODOUM'IDOe of the U., or tha lfa'7o 

.la JW CCIW• the Brltlah o1&1a tha7 han no flm4a 
to a11t the11 pq11111ta. I wouldn't bother 10U OTII' 
the •tbD4 1r 1t were DDt tor tha faot that 70U are 
le&Tin& Vaadq. I tu11tlon the wlab ot ltttinc thla 
•tter han.2 1D the air ·1mt1l J'OU retlll'tl. 'l'htrefore1 

!f fOU could apal"l • a t• lllmltea betnc IIGir 1114 
S111141J nlpt to dlaouaa Wa probla with M, I would 
appreolate lt Tlf7 JmOh. 

!he Prn14a\1 

!he -.t \a Boue. 
: ... :p 

Sinoeral7 TOW''• 
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• 
lona\er 10, 1V40 

llr Val \er Lq1oa llu preo.,.\e4 • \llh aorabc 
vUII \llo 111010114 o\a\-a\ vllloll ollovo \he\ \lie · 
hclloll vloll \ o plaoo h,oea,ooo,ooo wor\11 of oruro 
f or airoraf\ , ordaaaoo aa4 olllpo. !be pl~a\ of 
\llooo or4oro will rol('lllro aa uUute4 aapl\111 b­
•••t•at Dlooooar,r for oroa\1-c ..v protal\l.a 
o.,aoUJ' ot • '700,000,000 aa4 1D aAUUoa ........ 
)>IJ'DUh OD oipl.llc of * -UU\1 • 1• MJ' 
_, to taoo,ooo,ooo. 

1 u abiea4 \hat 1111 of \lloo1 U•• ... ,aiae4 
b \lie \wo \ Ulloa 4ollar \ o\111 llo.a \oaa ..,rOYM 
1D prtaolplo \J' \lie la\loalll Det1aea ao-.1\\11 oat 
vi \II \111 ooaovr1aoe of \111 ....,. or \lie .. .,. • 

Joe J'Oil lalov, \111 JriUoll olaia \!leT un ao 
fiUIAa \o _, \11111 )>IJ'DU\1 . 1 1101114&1 ' 'io\llor J'O'l 
OYer \lie WMI<ut it U were ao\ for \lie tao\ tile\ 
J'OII .... liDYl.llcolloUq. 1 ..... u •• tile vi .... of 
111\l.llc Ut.h •t\Or 11.aa1 1a \M air ••U ,.... roftrl. 
fberotoro, 1t ,..... 00'1114 .,..... .. a tow at..\11 'io\­

aov aa4 halq al41l\ to UoGUo \lllo pre\1• vl\11 • • 
1 volll4 appi'IOiD\0 1\ YO'f)' ...... 

l lao1ro1J' J'O&rlo 

(llfaedJ B. IIIGot 'P»a, • · 

21.5 

!he Proota..\ , 

!he~ ........ 
Inc. 

De11Yoro4 b7 Pb111p Touna ll/ 30/ 40 

• 
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BRITISH PplliiWIDfG C9WJMISII ' 

StAt' I W tBI mxanp yeum 

QP AJI)l'fitpti 'E'P' !0 p PL4GP W 'R 

%HJ AlR. IIITfi!JIS AID §RT'P!!!TLQOO !DTJ!'' 

Rlpfm'LX 1J!filf2! o:ra:;ussp !ItR TBI APICQUS!WICII 

toeetber with 

M IStXMft (I' TJIE CAPruL cqtt 

or r g rpiji§M rww;tiSII PAQILttiA 

'N'JlW) TO ""T!!P! pprm CqMtm. 

2:1G 

• 
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t. ~eu='rh& 

.. ....u.r ..-.. te F a 1 u,ooo 
.sr.nn • :r.., 1M& 

(1101'1- tJ,oo,ooo,ooo ,.s.t Sa -.1'-1 
•r I \F ...... ,.. .... ~ 
.., ...... .t '"· •• litO,) 

\. ~ .. ~:w-=~loat ::-~· 
II, .1.1.-!nt ,...MW bwM 

a. 10 D1~ ::! S • wt\ll v.s.-!Jpe 
•••- (I b ..ii - w.r Dllp\, N\iaat.e 

•·liM& .. t.k ... 1 ,., .. \o-...... 
lnhttt 'Mn a· ... ,,. 

• 1,01'1,000,000 

a~,ooo,ooo 

eoo,ooo,ooo 

11,000,000 

100,000,000 

.,7,1""' ' ·· , 
··mm 

t t, aa:, ua,no 
1'9''· .~ ... ..., 

2 :17 

Cap1'-l ~· .... .., t• -u..-
• 3 ''" 

t .ao,ooo,ooo 

150, ooo,ooo 

too, ooo, 000 

u,ooo,ooo 

16,000,000 

I.OQO,OOQ 

• 1189.000,000 
:::a.MT• •••=-n 

~· ·ta~\ 1e Sa lllldl\loa w ..... ~ plMed _,l..lc w ~ 
,eoo,ooo,ooo. 
~ .... ~ ............. rt· u.. Nr•' .-.. 1e u.. I ill ..... .t u.. 
~•Uah ~ Jll'•• ~ ...... , .... , 
'- •o.s,-• Ill· 1 ~ .._ -' 1M1..S. eddiU-.1 1te. .uu w • 
'-..law ..._. u.. 10 D1?1A• '"" na. 
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RE BRITISH PURClllSING PROOlWl lfovaber SO, 1940 
12:15 p.a. 

Present: 

B.J!. Jr: 

YoU!lb: 

H.U.Jr: 

Young: 

n.r.Jr: 

Young: 

B.I.!. Jr: 

Young: 

l.!r. Gaston 
Ur. flhite 
Mr • C ochl'an 
Ur. Bell 
Mr. Young 

Does Layton have to come in now? 

No, he doesn't have to come in. 

\'lhat have you been doing all morning? 

Changing this around. 

Phil goes around here and he is all swollen 
because he can't see me, and then I sit here 
two hours waiting for him to l'll'i te three 
paragraphs . 

"Sir Walter Layton baa presented me this 
morning with the enclosed atateme.nt which 
shov1s that the English wish to place 
$2,062, 000, 000 worth of ordera for air­
craft, ordnance, ships, and canned pine­
apple . " 

\'ley do you put thet in? 

Just a slip of the cachlne. 

"The placement of these orders will require 
an estimated capital investment necessary 
for creating new productive capacity of 
$700,000, 000, and in addition advance pay­
menta on sizoing of the contracts which 111&1 
amount to $500, 000,000. " 

Is that together $1fOQ,OOO,OOO? 

'lhat is wb1 I put thet in, rou see, because 
it ia more than just a oapi tal expenditure 

21.8 
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Present: 

H.l!.Jr: 

Yount; : 

H.t:.Jr: 

r:.:.:. Jr: 

n .~. Jr : 

Young : 

l!r . Gaston 
Ur . r/hite 
lilr. Cochran 
Mr. Bell 
Mr. Young 

Nov~ber 30, 1940 
12:15 p.m. 

Does Layton have to come in now? 

No, he doesn't have to come in . 

i!hat have you been doing all corning? 

Changing this around. 

Phil goes around here and he is all s;;ollen 
because he can't see co, and then I sit here 
two hours waiting for him to l.Ti te three 
paragraphs . 

"Sir \'.'alter Layton has presented me this 
morning r1i th the enclosed statement Tlhich 
shows that the English rlish to place 
$2,062, 000,000 l'lorth of orders for air­
craft, ordnance, ships, and canned pine­
apple . " 

1,/hy do you put that in? 

Just a slip of the oachine . 

"The placement of these orders nill require 
an estimated capital inv~stment n~cessary 
for creating new product1ve capac1ty of 
$700, 000, 000, and in addition advanc~ pay­
ments on signing of the contracts which oay 
amount to $500, 000,000." 

Is that together $~00,000,000? 

•hat is rthy I put that in, you see, b~cause 
it is more than just a capital expend1ture 
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H.l.l. Jr : 

· .. bite: 

II.!:. Jr: 

'•lhlte : 

H.11. Jr : 

Cochran: 

- 2 -

that is going to hit tham in the face as 
soon as the program goes through, 

That isn't clear. Do you think it is 
$1, 200,000,000? 

", ... $700,000,000, and in addition advance 
payments on si~ng of the contracts which 
may emount to $500, 000,000 ," 

\'.ell, that can be ll'l'itten in. 

• , , ,,and in addition advance payments on 
si gning the contract, " 

Do we have to send hie this non on the 
Chinese thing? 

No, no, no , I dreamed of that . This i sn't 
going until the Chinese thine is settled, 
No, this is not going until be has cleared 
the Chinese thing . I thought of that about 
five seconds ago . Dut in view of that -
supposing he gets it nhenever I bear f rom 
Sumner \",elles , I mean, Layton comes in 
here this morning. 

At Cabinet yesterday Stimson reads this 
stuff off and says, "Look what a wonderful 
boy I am. " (Patting self on shoulder) "I 
have done all this is what he was seying. 
Then Layton walks in this morning and se7s, 
"Yes, but how ere ne going to finance it?" 

Are you called upon for a decision or 
action on t his in any way? 

Yes , 

219 

Does Layton raise the question in that l etter 
as to the financing? 

• 
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H.1!.Jr: 

White: 

Jl,!.!.Jr: 

Young: 

Young: 

Cochran: 

Bell : 

H.!.!.Jr: 

- 3 -

No, but he did here verbally, 

He did orally, you say? 

Well, tell him llhat he said, 

Well, Stimson in his reply to Layton said 
the financing was up to other government 
departments, not in Stimson's realn. Vihere­
upon, Sir \':alter Layton asked for an appoint­
ment with the Secretary to ask how this is 
going to be financed, as to what measures 
can be taken to finance this program inas­
much as this practically doubles the orders 
which the British have placed, 

Has he been given that yet? lolly can't the 
Treasury Department be too busy for the 
moment. 

Sir Walter talked with the Secretary this 
m.orning. He has already seen him. 

But apparently the Secretary didn't give 
him a reply. 

Couldn' t he intimate in here that this re­
quest is being made, that Sir •;:alter Layton 
wants his explanation from the Treasucy as 
to how to proceed, and then you !sk for 
guidance? 

I have the same feeling Harry does . Vfuat 
is the President going to do when he gets 
your letter? He "on't know what to do . 

He will send for me. ·~·.'hat about it?" I 
oan't let the man go out of town. Now look, 
if I don't get guidance from the President, 
I am not going to tell Knudsen that the 
money ia here. 
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l1hi te: 

H.U.Jr: 

3ell : 

r 
H.IJ.Jr: 

Vobite: 

H.!.!. Jr: 

- 4 -

Right. 

All right . Therefore, for another two weeks 
it would mean that everything is stalled until 
the President gets back. 

That is all right, 

No it isn' t all riRht. I have got to , 
r.aiter Layton runs In here with two billion 
dollars worth of materials, There is talk 
around tO'Itll that Lothian made this statenent 
that if we don't do something they are going 
t o make peace . 

Can you ask for an al'pointtlent, that it is 
important that you discuss t his and get a 
decision before he leaves town? 

I imply that . 

You are kind of throwing it in his lap, 
Mr . Secretary. It is the last paragraph 
that bothers me . 

"Frankly, I am stumped and do not know how 
to proceed. I wouldn' t bother you over the 
week- end if it nere not for the fact that 
you are leavi~ llonday. I queetion the 
wiedam of lettlllg this metter hang in the 
air until you return, Therefore, i f you 
could spare me a few minutes between now 
and Sunday night to discuss this problem 
with me, I would appreciate it very much. " 

And then on the first line instead of, 
"Frankly, I am stumped," make it, "As you 
know, the Brit ish olei~ they have no funds 
to meet these payment s. • 
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lonabtr 80, l~ 

1.17 dear Kr. Pr .. lduta 

Slr Walter l.qt1111 haa praautad •• t hla aol'lll~~t 
with the molota4 atat.ant 11hioh ahGn tbat the 
lllgllah w1ah to J!:!' $2,~£Cf0'000 worth of ordera 
! or ail'Oraft, 0 Ct ad P•· !he plaoiMilt of 
th .. e ordera wlll require an eatlaatecl oap1 tal !ll­
yeat..Dt neo••.arr~ for oreat~ n:4afroduot1Tt 
upult7 of :f.t:O•ooo, &114 In t1011 aa-e 
pquDb OD 11 Of t~ 0011truta which-: IJIIIJIDlt 
to $600,000, • 

I u adT11td that all of the1t 1t- oonWnecl 
in the t1lo bllll011 dollar total ban b .. n apprond 1a 
pr1llt1pla b7 the Bat10JIIl Dtfenlt COIIIIIltt .. ad wlth 
the OODOW'I'tiDOI of the J.nq or the lta'fo 

J.a rw bow, the Br1t1ah ol.ala the7 ban no tlmda 
to Met thea• ~ta. I wouldn't bother JOU onr 
the wu.d Jr 1t ·nra 110t for the fut that JOU are 
le&Yl!li llcllldq. I tu•atlon the w114ca o! lett1llc thb 
•tter ~ ill the &J.r utll JOU retun. !htrtfore, 

: 1t rou oouU ~e M a t• lll.nuha betnu - 1114 
Slllldal Dlpt to 41aouu thla pl'Obla wlth •• I wo1114 
apprtolah u· 'ftl'J .aoh. 

the Pl'Hl4at, 

the a.lte ...... 
ll ... ap 

S!lloeralJ ,oura, 
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H. M.Jr: 

Cong. 
Somers: 

H.V..Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.!! .Jr: 

S: 

H.M.Jr: 

5: 

!I .M.Jr: 

Hello. 

Hello, Kr. Secretary. 

November )0, 1940 
10: 05 a ••• 

How are you? I wae sorry I wasn 't 1n when you 
called but I ws.e at the Wh1 te Hou~e. 

Yea, they said you were at the White House. I 
called you at that t1me vith rererence to the 
announcement you vere going t o make to the 
Committee on Monday. I thought laat night 
that it t here would be a poaaibil1ty or delaying 
any public announcement until atttr the Coamtttee 
announcement vaa made, it would be better tor both 
your position and mine, you aee. 

Well, I agree vi tb you heartily, but did you tell 
that to the Preaident? 

Yea, I did. 

Oh, you did. 

Yea, I did, because the Preaident eeemed to be 
pretty vall set and or course I couldn 't prolong 
an argument over the t elephone vi tb blm. 

Well , you see, be didn't tell me what you said. 

Yeah, vall, I simply said to blm that I thought 
it would be much easier ror ue, especially in 
viev or the tact that we aay have to extend the 
Stabilization Fund at a later period. You &ee? 

Well, I'm avtul~y glad you t old me that. You told 
him that you'd much rather no public announcement 
until ar t er the meetin&. 

I didn't eay not t o make it; I aaid it would be 
better it ve did no t make it. 

Well, ot course, tbat'e what I ' ve been telling 
him. 

But I euppoee he'e a1read7 made 1t. 

No, he baa not, 
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S: 

R.M.Jr : 

S: 

R. M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S· • 
!I.Y..Jr: 

S: 

H.~.Jr: 

S: 

- 2 -
224 

Oh, he haan 1 t. 

No, there baa been no statement made. 

Well, or couree, you oen diecuae lt turther with 
hi~ then. I thlnk it would be better becauee · 
there ie going to be eome definite Republican 
opposition. I know trom my varioue conversation• 
with them and some ot theae Democrats, eepecially 
thoee who have been againat adJournment, and 
those or the - let me deecribe them ae the very 
coneervative type, you know. 

leah. 

They may oppose thia thing and they certainly 
would oppose extending it it thlf telt that there 
wee any likelihood or ita being dleaipated ln 
loane tor vnich they reel they have another tund 
existing ln the treaeury ot the Import- Export 
Bank. 

Right. Well , you and I aee eye- to-eye. That's 
why when the President and Mr. Hull aeked me to 
do th1a - hello? 

Yea. 

I eald that I telt abeolutely honor bound to 
take it up with your Committee tiret. You 
remember the whole incident, don't you? 

Yee, I · do . I remember it very clearly . 

Well, I mean - ie there anJ doubt in fOur aind 
that I eald I would come to you t or guidance 
betore I made • •••• 

No, you eaid it on three oooaeione to the 
Oommi ttee. 

Well, do you eee in view or that how I can do 
anything elae than oome betore you gentlemen? 

Well I don't- ot oouree you'll have to make 
the ~Mounoement to them in ltetpiniJ wi th your 
word and I thought it might eaharraaa fOU a l i ttle 
it 8eoret&r1 Hull aade another announoeaent 
preoedlnc that , :rou eee. 
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H. ~ .Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

3.M.Jr: 

S: 

H. M.Jr: 

S: 

H.M.Jr: 

S: 

H.II.Jr: 

- 3 -

Wel l, there'e no queetion about it but I' 
telling 10u nov I am not going to ~ake anr= 
coam1tment before I aee 10u gentlemen. I have 
made none. 

Yea. 

I have made none and it 11 now ten minute& past 
ten. I have made no commitment, I have retueed 
to make an1 commitment and I'm not going to make 
an1 until I come before 10u people. 

Well , that will be tine. 

And after all, I have on11 one t hing in thia 
world and that ia m1 word ••• •• 

Sure11. 

••. .. and I never could come bet ore you gentlemen 
again. 

Surel1, because I recall very d1etinctl1 the 
arguments used at that time when t here waa some 
attempt to restrict the uee ot that tund againat 
an1 euch poeeibil1t1 ae ie now contemplated end 
you aaid at that time that ae long ae you were 
Secr etary ot the Tt:eaeury you'd never take any 
auch action without tirat conaulting the Congreaa. 

That' a right. 

Now you may wonder vh1 it 11 - I have a very 
definite tondneae t or you becauae ot my association 
and I know that you feel •••• • • 

Well, it's mutual . 

•••• • that you feel that 1our integritY may be 
queetioned at the preaent time and beth ot ue 
want to do ever1thing in the world to frevent 
any auoh retleotione ae that •nd I don t heaitate 
to pledge 1ou that I ' m going to do ever1thing I 
can to cooperate with you. I know t hat you 're o~ 
a apot and I'll do ever1thing! can to help you. 

Well, I'm on a hell ot a apot but I've aadt no 
ooMi taenta and I aa not going to ukt any 
oo .. itaente before I ooae before that Coaaittee. 
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S: 

H.li.Jr: 

S: 

~.!' .Jr: 

S: 

H.M.Jr: 

S: 

S: 

~. M .Jr: 

S: 

H.M.Jr: 

S· 
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- II -

Well, that w1ll be !lna, and 1t any newspaper· 
people ahould get in touch with me in the meantime 
I k.now nothing about it - I haven't yet. ' 

Good, but I ap preciate it and I'm afraid that 
'ilagner di dn ' t remember - the Preeident called 
him too , you aee, and I don't think tha t Wagner 
remembered - up there it wae between Tart and me 
and Vandenburg and me, and I wrote it to Vandenburg -
my conversat i on with Tart that I wouldn't do this , 
and that all was given out in the papers. 

Yee. Well, in the convereatlon laet night over 
the phone, I reminded the President - I eaid it 
would be better i ! it came - because or the 
com:oi tcent you had made. 

Oh, you did. 

Yaa, and he r eferred to t hat too. 

I eee. Well, thanks ever eo much. 'ilhat time 
ia that meeting Monday1 

Ten- t hirty, at the Senate O!tioe Building. 

Ie it golng to be joint? 

Yea. 

Well, don 't you think that that ie better? 

Yea, it i s probably better than making announcement 
although 1t baa thl & d1eadventege - a Joint 
Committee baa no legielative power and t or it 
to come before my Com:oittee if the right 
paychological impr ession waa made a t the con­
clue1on or your speech, it might be pro;>er tor 
me to move or suggest a motion that your action 
be appr oved, you see. However, I don't think 
that it would be possible t or me to do that i n 
the Joint Committee. 

Well, you could epli t up. 

We might aplit up. Yee,air . 

• 
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s.K.Jr: 

S: 

H.M.Jr : 

S: 

I!.M.Jr: 

9: 

s.M.Jr: 

S: 

- 5-

But thl po1nt, JOU 111, thiJ were euoh - ae .. to 
th1nlt 1 t wa1 IUoh a hlll'I'J , , • • , 

Oh, well, I 4on1 t know- 1t aounda 41areapeotful 
1f I 1a1 10a1 people eeea to be terr1blJ exc1te4 
about th11 but I can't aee the aot 1on theJ 
ant1o1pate. I 4on•t eee wnat d1tterenoe the 
.ak1n& ot a loan of th1a eort would haYe on 1t. 

Well, I can ' t ••• the 41tterenoe between BaturdaJ 
and Mon4aJ - Why 1t aakel eucha d1fference. 

No, I can't e1thlr. 

I don 't . V&Ll, I'• awtullJ glad I talked to you 
and I '• awtullJ gla4 to know wnat you t old the 
Pru1dent. 

All r1ght, Mr. Becretar,. I'll aee r ou Monda7 

Thank fOil . 

I'll ••• 7011 Mon4a7 then and we'll ••• how 1t 
worlte out. 

Regraded Uclassified



I 

RoYeaber JO, 19~0 
10:20 •.•• 

RB CHINESE l.DAJI 

Present : 

H.M.Jr: 

Xr . Bell' 
Mr. Oedon 
Mr. lihUe · 
Mr. Ooohru' 
Mr. Bemateln' 
Mr. Boons 
Xra. ll.ot& 
Mr. Haae 

Let •• tell 70u ln atrlot oontldenoe what hae 
heppaned alnoa I baYe ... n 7ou all. We were 
oYer there leet night t or euppar, ae 70u lalow, 
on thla tax aatter, and t here were about - oh, 
.. 7be ten oute1dere there. In the alddle <:r 
t he aupper the Pree1dent ea7e, •Let .. tell 70u 
what happened 1n Cablnet. I eald, 'I want eoae 
11011e7, 1 ud I thought I would baYe a lot ot 
trouble with Jeue Jonee and lt would be YerT 
eae7 to pt 1 t troa HenrT. • '.!'hen he vent on 
and tol4 the etorT about how n1oe Jonee vaa an4 
how he pYe b1a fSO,OOO,OOO and what a aean ouea 
I wu. llo I von •t tell aT an ever, but I pYa 
h1a an anawer, eo then atter eupper eY1dantl7 
he ba4 arranaed to apeak to Wagner an4 to lloaere. 
An4 to Wagner, aY14entl7, he ea14, "foaorrow 
Cordell u4 I want to pt out a etat .. ent thet 
we want to 4o th1e and we w1ll pt out a atd-nt. • 
fhen ba oal.l e4 up lloaere. I oou14n' t h ear the 
OOnYar .. Uon, but I aathere4 thet lloMre vaa 
&1Y1na h1a an arpaent . I Juet sot t hrou&tl 
talk1118 to lloMra. He aald, •xou know what I 
aa14t• I aa14, 1 No. • He aald, •Well, I'll tall 
70U. 1 He aa7a, 0 I told hla thet 70U ba4 11YeD 
70ur wl'4 the t 70U woul4n 1 t do thh wUhout oon­
aultlac ue an4 I th1Ak 1t would be a areat alatake 
t or 11117 UDOUDO-t to OOM out betora llon4a7, 
that 1t wu14 .aka u ••rT 41tf1oult to cat the 
eztana10D ot the ltab111&at1on rua4, aa4 I thouabt 
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it ebould wait. • lie eaid, • I couldn • t pr .. s u 
too .uch, but I did tel l the Preeident and I 
don't thlnk the Preeident liked lt,• but be 1a71, 
•a• 7our trlend, I hope that the7 won't do lt 
untll Monday. Your honor ie at etake. • 

I am havlng the thlng typed, what he eaid. 

He eaid, "You told ue three tiaee that you wouldn't 
make thle and lt you do do it, I don't think there 
ie an7 chance or getting an extenelon. • 

Now, I haven ' t heard troa Hull. Hull 1e euppoa ed 
to be drattlng thle thing. I gave Hull last nlght 
at Oablnet a eopJ ot thle aeaorandua. I thought 
that wae the beet. Don 't JOU t h ink that 1a the 
beet one? 

It lnoludee the teetlaony. 

And then I eaid - have you eeen what the Wall Street 
Journal eald thls morn i ng, Harr7? 

Well, Juet the statement that the committee wae 
meeting but it might be tor Argentine. 

No, no. But now you are having a Joint meeting 
and tor the President and Mr. Hu.ll to come out 
and make the etatement 

I think Kllte P'lJQn had the etorJ. He ca.l.led Ed 
laet night Just betore he caught the traln, and 
Ed called me and he sald that Vagner' • ottlce 
had told hl.a the wbole etor7 ln oontldence and 
be eald, •I can 't use lt unleee I can get eoaethlng 
troa the TreaeurJ. • 

Sure he knew lt. 

And Mlae McGuire told him Ed wa1 on hie wy to 
New York and be oouldn 1t get hlm, 10 Ed called 
ae and told me the etor7. 

The thing ie, that Ocngrelem&n Somera, thle little 
ineignitlcant Ocngreeeman troa BrocklJn, etood up be­
to~ the Preeldent but Wagner Juet duoked it. 
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Mra. lloJ'Ifantbau and abe bear4 tbat tba b1ll 
... so1DC thro1J811. lbe .. 1n tile Senate 
gallar1aa. lha re.aabera 1t 41at1notlJ. 

I th1nk wtlat •ba baa reterenot to 1a Senator 
Wagner'• detenaa ot JOur bandl1ng or tbe 
lltab111zat1on Pund, but not &nJ atateaent. We 
haYt ooabed the 8ena te onoe and va oan • t t1nd 
1t and I aa ha•1n& h1a 10 Cl'l'er 1t aaatn to uka 
aure, but eo tar ve haYen't found 1t, but 1t 1t 
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v .. aa1d vhile ehe •• there, that would e111pl1tJ 
our taalt, beoauae I ltnov 11ben aha wa tbere. 

It vaa vh1le ehe wa r1ght there. 

You wre there, 1:oo, 8trn1a. 

Tba7 are eend1DC ., rue up on the extena1on or 
1:ha 8tab111&at1on Fund. 

Do JOU reaeaber aDJ atate .. nt' 

I reanber that atrong atateaent he made vbl.oh 
1apreued enr,bodJ. 

Who ude 11:1 

Banator Wagner. It vaa a atateaent 1D 
JOUr han411ng the lltab111zat1on fUnd, 
at tba Uae he bad tallted to JOU about 

Ha'la JOU got tbatf 

Yea. 

datanae ot 
You reoall 
1t. 

Bernate1n: That 1e 1n the reoor4. We v1ll get that. 

llhlte : 

H. M.Jr: 

Vll1te : 

I Juet read tbat. 

But tbara 1a nothing about 

lloth1na about tba taot that JOU bad auarantaed 
thAt JOU would not uaa the tund tor auoh and auoh 
1n that plaoe. But ve v1ll raooab that. That 
narrova 11: dovn to one daJ'• d1aouaa1on. 
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~ell now, euppoeing I Juet look at all the th1nge 
while we are waiting to bear troa Mr. Hull. Suppoeing 
they dratt the etatement and I tix it up the war I 
want it eo thAt ther ••r ther are going to announoe 
the 50 million loan t rom the Export - Import Bank and 
the Seoretarr ot the Treasury will preeent to the 
Joint Committee on Monday hie propoeal to also loan 
50 million? 

That would be all right. 

But eupposing t he Preeident when it comes oTer there 
ohangee it, rou see, and aakee it look ae though 
there ie a tirm oomai tment. 

Well, the President oan 't do it without rou, 
Kr. Seoretarr. 

I know. How, wait a minute. I haTe done nothing 
but think. He ohangee the etatement to make a t ira 
oomm1tment and 1t goee out to the newepapera that 
the Preeident makee a tirm oommitment. I know 
thAt he can't do it without me or nobody el ee. 
But here is the Preeident ot the United Statee 
saying we are going to loan a hundred million and 
makee it tirm. What do I do between now and Hondar? 
I wsnt to hear Gaeton tiret. 

Vbat do rou do between now and Kondar' 

Yea. 

You are not oonaulted about ieeu1ng thie etatement' 

I am consulted. The statement goee oTer the war 
I want it. I t 1e the war I WMt it. Then the 
Preeident obangee tt. 

Without turther ooneulting rou? 

Without turther ooneulting me. 

You oan't giTe out a etatement earing that that 
ien't true. YOu oan't giYe out a publi o etatement 
earina tbat ie not true. You oertainlr would proteet 
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to the President about 1t. 

I won't argue. 8&7 I don 1t, then I go before 
the oollllll1ttee. 
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l{au: Ot course, the7 have made 1t more d11'tioult tor 
JOU to get the oomm1ttee'a oon~ent. 

H.K.Jr: 

lihUe: 

Cochran: 

lihUe: 

Gast on: 

But auppoaing I go betore the committee. Do I 
aa7 - well, the President aaid so, but I haven't 
agreed to it. 

There 18 a wa7 out. 

I t we could get China to agree over the week-end 
or at once to the extenelon ot t h1e $50, 000,000 
arrangement which expires tod&7, or which expire• 
at the end ot December, and whloh 1s renewable 
toda7 o r rather tomorrow, and then 70u give out 
something like tb1e, •secretary Morgentbau announce• 
t hat he 1s extending t or a turtber oeriod be7ond 
Deoember 31, 19~. the arrangement made public on 
Jul7 9, 1937, under which the Central Bank ot 
China is enabled under conditions which eateguard 
the interests ot both countries, t o obtain trom 
the Stabilization FUnd ot the United States 
~50,000,000 at dollar exchange tor currenc7 
stabilization purpoaea.• That could be given 
out an7 time. It we get Obina'e agreement, or 
we oould sa7, we are orter1ng to extend, 70u aee, 
and that gives 70U a a top gap 1t you don 1 t get 
through the other. 

That h right. Then 70u can go before the 
oocaittee and sa7 that th1a arrangement is with 
gold collateral. •What I 85 asking 70u gentlemen 
tor ie the privilege to do what I ea1d I woul d, 
to make an extension ot tb1a kind without a gold 
collateral. ThAt ia juet window dressing which 
we bave done before and ie not the t hing I am 
ooming to 70u tor. tt 18 ot no uae to Ob1na, to 
apeak ot.• It 70u are put in that ooeition, I 
don't think JOU should--

Then it would be a queetion or what kind of collateral. 
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And in the statement, r ou haTe &leo aaid tb1e, 
vbioh paTee the VAJ tor that. In r our etatement 
and diacueaion ot the loan that rou - the 
8tabili&&tion Fund operation vhicb JOU took vitb 
China, you deacribed the operation, vhioh vould 
be the eame kind ot operation, and then you went 
on to ear, 'There baa been placed adequate 
collateral ccnaisting ot gold and e11Ter to 
COTer the rieke, • and nov rou oan a&J that, 
' Therefore, that operation vae done without you 
and that ia not the kind or operation rou would 
dieagree v1tb beoauaa that 1e nothing nev and 
doean' t help China. The kind ot operation vb1cb 
I am coming to rou t or ie one vh1cb tber vould 
not put up gold t or and I vill not ooaa1t areelt 
to that until I get rour ooneent,• eo that eTen 
it the President doee make the etatement I think 
there ia a var out v1tbout trouble. 

Let me Juat think. Hov vould it be it be ia bell 
bent to make a statement that the etatemen~ be 
written something like thia, that the agreement 
vith the Central Bank ot Ohin& t or $50,000,000, 
a etabllhation loan, exp.irea todar. 

Expiree December }1, but it ie renewable . Notice 
ia to be given on the tirat. 

Renevable }0 dare in advance. 

And 1e renewable }0 dare in advance and that 
Mr. Morgenthau ie appearing betora the Joint 
committee on MondaJ· to adTiee them that he 1e 
propoa1ng t o renev 'th1a extene1on. Nov, I needn't 
put in a public etatement that the }0 million 
dollara vUl not be oollateraliud. 'l'hat 1a vhat 
it amounts to. 

Well, 1t would be oollaterali&ed, 1! JOU vant to 
oall JU&n collateral. 

Won't haTe gold' 

Won't haTe gold collateral. 

Ot course, the agreement calla tor 1t and JOU 

• 
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couldn't haYe the uendment Clllde l.n t hat tl.me. 

I want to eaJ, China hAen't got the gold. 'I 
would like t o have your a pprova l that we extend 
thie 50 million dollars. In ot her worde, theJ 
oan borrow 30 million more without putting up 
the gold, Jua t putting up the yuan.• 

Thl!. t 1.1 right. 

If the President wsnta t o make the stat ement to 
i nfluence China, then he oan inform Soong that 
he cannot giYe him f inal word unt\l aft er the 
committee hearing. Soong undere tanda t hat anJW&J 
YerJ well. I' have explftined that to him llhen he 
wae here laet awamer, that there vere certain 
commitment s made and theJ would heve t o be cleared 
before &nJ atab1lhat1on - so 1t would be nothing 
new to him and if on the other band the President 
ia doing it for publi c effect, the public vouldn 1 t 
know the differ ence and i t will get the f ull effect, 
ao thAt that could be a hAppJ compromise i f you 
want to make a statement todaJ. 

Why oouldn 1 t the statement be something like tb1a , 
that t hey announced t he loan from the Export-Import 
Bank. In addition, Secretary Morgenthau i a renewi ng 
t he $50, 000,000 commitment t o China. Thia commitment 
calla f or gold oollatarel f or advanoaa. The 
Secretary will d1aouaa with Congreaa i onal committees 
on MondaJ the substituti on o f other forma of 
collateral for a part of t he --

Tb&t 1a too honaet. That would defeat the purpoae. 

I t hink thie : If he wants to announce the 50 m.illion 
lxport-IRPQrt, okaJ , and Mr. Morgant hau ie going to 
a ppear before t he coamitteee to recommend that this 
50 million dollar Stabil1ut ion loan be r enewed. 

Or t o explain the cir cumstances under which he 
propoeee? 

No. 

Ought to be renewed under conditione appropriate 
to the oocaaion. 
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I would Juat alapl7 ••1 be renewed. 

In renev1ng it, r ou are a a king t or eoaething 110re 
than the renewal, beC&IUie the teraa ot that par­
ticular agreement call tor gold collateraL 

Renew it under exieting circumetancae. 

Some euoh qualitring phraee. There ie another 
adYantage troa that aYen in the Pree1dant 1a point 
ot Yiaw and r our point ot Yiew. It r ou can 
separate the Export-Iaport loan t roa 8tab111zat1on, 
because t he pr opoaal that we are daYelop1ng ~ioh 
I think v1ll •et v1th agreeMnt, it anJtb1ng 1a 
go1ng to be dona, we vent to protect the tunda in 
the 8tabilt£at1on Fund and aeparate t he £xport­
Iaport Banlr. loan wb1oh ther v1ll haYa to uae t1rat, 
proYida 1ort ot Yel Yet aga1nat the 8tab111zation 
Fund, and that 11 ea11er done 1t 1t 11 an Export­
Import Banlr. loan and not lr.novn ae a 8tab111r.at1on 
loan but aerelr ae an Export-Import B&nlr. loan t o 
g1Ye Ch1na additional tunda v1th vb1ch to oarrr 
on. Than when the 8tabil1zat1on Fund coaea along, 
ve oan 10 protect 1t t hat 1t 11 auoh leal r1alr.r 
b7 ua1ng thoae tunda ae the velYet and then your 
operations v1ll be 8tabil1zation operation• aa 
diat1not fro• Export-Import Banlr. loane, ao that 
there 1e, I balieYe, aoae adYantage 1n not a1xing 
tha two up. And ve oan aalr.e t he s tabUir.ation Fund 
loan l oolr. like a bundred a1llion dollar tund anyvay, 
operat1ona, 1n war• v!Uch are eo - 1t can eound Yar y 
big v1 thout undertaking the r1all:e that rou would 
undertake 1t it ver a t he other ~~. 

Let me Just aae. The tirat part would oome the 
lxport-Iaport announcement, do rou eee, and then 
th11 would go aolll8th.1ng ll.lr.e th1a. •Tha Secretary 
ot t he Treaeurr v111 appear before the saoate --• 

Appropriate cou1tteaa ot the llouee and Saoate. 

I th1nlr. 70u a1ght nue t hea. •The Secretary of 
the Treaeury will appear Mondar forenoon before 
the Senate, • and 10 tortb. 

In Joint ee11ion. II that the war rou vented it' 

• 

' 
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In Joint sesa1on. Would you eay anything about 
carr1ing out hie pledge? 

No. 

Okay. 

The proposed renewal. 
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•At th1a time he v1ll bring to their attention the 
propoeed renewal of the $50,000,000 Stabili~tion 
l oan. • 

I don't like the word "loan•. Stabili~ation 
operations. 

Stabili~t1on whatt 

Operations. 

Operation with the Central Bank of China vblcb 
expiree on December 31. Nov let me Juet see. 

"The Secretary of the Treaeury will oppear Monday 
forenoon before the Senate, eto., and Houae in 
Jolnt eeeelon. At thie time he will bring to their 
a ttention the propoeed renewal of the $50,000,000 
Stab1li~tion operation t hrough the Central Bank 
of China ~lob expiree on December 31. • 

Yh1te: Something of that character. Would th1e be 
belptul, Mr. Secretary , 1t ve withdrew qu1cltl1 
and prepared a draft of t he kind of atatement 
that the Pree1dent could 1aaue in which be v1ll 
make an announceaent about t he Export- Import Bank 

and --
H.M.Jr: Let'e do it r1ght here, r1ght nov. It taltee too 

damned - exouee me, 1t takee too long. I vent t o 
call up Hull. Don 1t vorr)' about the Export-I~ort. 

White: liell, the)' go vall together. 

Bernateln: I wondered if I might otter a eubgeation on 
tentat ive linea eo you can have it in mind. The 
President would announce the Secretary of the 

• 

• 
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Treaaurr had extended the exiatina Stabilization 
arranae .. nte with China, oallina t or tbe purobaae 
ot t5<J,OOO,OOO vortb ot Ob1neee 1\l&n apinat tull 
eeouritJ. The SeoretarJ or the TreaeurJ 1e alae 
to appear before a Joint aeetina ot the Senate 
Banking Committee and of the Houea Coinage, Veigbta 
end Meaeuree Coamittee, to dieouae further 
Stabili~ation arrangeaenta with Ob1na. 

No, beoauee JOU are putting it in the paat tenee. 
You aaJ, •Haa extended.• 

Bernatein; That 1a right. I aa aaJing JOU can do ho tb1nge. 

H.M.J r : 

Bell: 

Cochran : 

H. M.Jr: 

11111 te: 

H. l!.Jr: 

Vb1 te: 

H. l!.Jr: 

11111te: 

H. ll. Jr 1 

11111te: 

You oan extend the ex1at1ng arrangeaent v1tbout . 
reference to the --

I don't like JOur euggeetion. 

That ie one quaat1on I haTe. 

You would baTe to aaree v1tll Cblna bef ore 1t 1a 
extended. 

Well, the Seoretarr of tbe Trelleul)' ¥111 appear 
Nonda7 forenoon before the Joint eeeeion and at 
th1e t1JDe be will bring to their attan Uon the 
proposed reneVtll. Extene1on? 

Propoeed extenaton, beollun renevel would be t he 
eaae - extene1on 1111ght mean 

Renevel will be exaotl7 the eaae. 

Propoeed extension of whet vaa to tollov it' 
Couldn't ve merelJ a&J propoud extena1on of 
8tab111zation arrangeaente --

Tbe Preeident venta the t5(),000,000 1n there becauae 
be vanta to ea7 be baa made it a hundred, JOU aee. 

Let'e not aaJ 1t, then. Propoaed extension of a 
S50,000,000 operation. 

or a S5<J ,OOO,OOO Btabil1&ation - ­

Operation. 
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In oonjlllloUon vUh the Centrd Bank or China. 

I don't knov about that "in oonjunotion•. 

· It haa to be in oonjllllotion. 

W1th --

Juat v1tbf 

W1th. 

8tabil1~at1on arrangeaent with -­

With, )'U. 

Inatead or Btabili~ation operation' 

Y ... 

Stabilization arrangement. 

Do JOU want the dete or the original! 

238 

I wouldn't be inclined to refer to the original 
one at all , beoauee 1n the publio at8tement one 
could lean that •ague and JOU get the tull --

He will bring it to their attention - the proposed 
extenaion or the 1501 000,00 8tabili&at1on operation -
the arrangeaent v1 th the Central Bank ot China wh1oh 
expire e. 

Then that doean 't aee• to lell'te &nJ WJ tor changing 
the arrange .. nt. It ••••• a little alelead1og. 

Would JOU aa71 •Which expire• on Deoe•ber 3U' 

It vaakana the ertact. 

Propoaed extenaion. 

Th&t ia ·right. Then an extena1cn 1187 be an extenaion 
in that direction. 

I aa w1111n1 to go that tar. Propoaed extena1on ot 
the t5Q,OOO,OOO atabili&ation arrangeaant Yith the 
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Centr&l Bank or China. 

Or you coul d aa7 you would come before the 
committee to dieouea wi t h them t erse f or the 
exteneion of 

ThAt might be another way. I don't know wbiob 
eounde better. 
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I think th1a i e all right, gentlemen. The Secretary 
of the Treaeury v1ll appear Monday forenoon before 
the Senate and Houae in j oint eeeeion. At th1a 
t ime be will bring to their attention the propoeed 
ext ene1on or the S50, 000,000 8tab1ltzation arrange­
ment with t he Central Bank of Oh1m. 

We haTe neTer announced, ae fa r ae I can find it, 
thAt it waa a $50,000,000 operation. 

Well, t hAt 1a whl\t I --

Nov, you t~ke tbia t hi ng - the Secretary of the 
Treaeury will appear Monday forenoon before the 
Senate Committee --

Committee on Banking and Curreno7. 

The Senate Commit tee on B~nktng and Currency -
vill a ppear Monday forenoon before a j oint eeaaion 
or the Ooamittee on Banking and Currenc7 and t he 
House Oomnittee on Coi nage, Weighte and Meaeuree. 
At th1e tiM - would :rou 1&7 a t tb1e time he propoeee 
t o bri ng or a t t hie time be vill bring? 

Why no t jus t go on vitb that eentenoe and ea:r be 
ie going to a ppear in order t o bring their attention 
to the oropoaed arrangement. 

Or in o rder t o o ropoee an exteneion. 

No. 

No, I think tha t ie all r ight. At thte time he 
v1ll bring to their attention the oropoeed extene1on 
or a t50 ooo,ooo Stabilization arrangeaent v1th the 
Central Bank of China. I don't object t o that. 
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That ie right, but t he f inal t hing is __ 

After all, ,I have got to be honest with a7eelt. 
Now, I don t want thea t o 1a7 we have made this 
loan. This committee i1 t here and I am going up 
to br ing t hie thing to their attention, proposed. 

The onl7 t hought in •1 mind il now that I th ink 
it over, do JOU need the word •extenaion•t 8inoe 
70u a re goi ng to do that, wh7 can't rou aa7, 
•propoaed $50, 000,000 Stabili~ation arrangement ?• 

l>ut the word •extension• baa two meanings. It means 
renewal and it alae .. ana giving thea a new line ot 
oredit. 

That extension is beautiful. It oan be an extension 
or a renewal. 

Either an ext ension in point or t ime or an extension 
i n point or renewal of amount or t erma. 

Will the Preeident be satisfied with an addit i onal 
$JO , OOO,OOO or does he want a full !50,000,000 in 
addi tion to the twent7? 

He baa got $100,000,000 i n hie mi nd, but he knows 
that this ia an out t or him aa or todaJ. If he 
wants t o wait until MondaJ, he can get $50,000,000 
on top ot th1e, but i f he wants 1t t oday, I t hink 
he will take it and like it. 

Suoooaing rou go up on t hie and t he oomaittee sara 
not I mean, t hey aaJ , •we can't go along with r ou.• 
Does that mean, nret, you can't malta the aso,ooo,ooo 
extenaion, and s econd, thAt you can 't make the 
additional 20 that i l alread7 on the books? Are 
your banda t i ed then? 

I t the co .. ittee aaye no , ay banda are t ied. 

You will meet that difficulty when JOU get there. 

I don't think thaJ wil l eay no on the 20. 

We bava been renewing it ever7 aix aontha. 
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It depende upon what you mean by "guidance• a t 
that point . But you don' t h&Ye t o deoide that 
now. 

It ia ve ry 1ntereat1ng. I don't know whether I 
told you people, but at the Cabinet the Preeident 
aaid, •wall, I will tell you what I am going to 
do. I am going to make th1e announcement, but 
I want your word, Henry, that 1t I make the 
announcement , even though Congreee turne you down 
on Monday, you will go through w1 th 1 t. • 

Now, wal t a minute. Bet ore I could eay anything, 
Harold Ickes spolte up and he wae the only man in 
Cabinet who came to ay rescue. •Well, t hat is 
unta1r, Mr. President, becauee how can Henry go 
up and ask t o r guidance it be bu a-oa1eed t o go 
t hrough vlth it it t hey turn hla down?• And Ickee 
wee the only tallow that came - that had the guta 
to etand up there alongeide ot me. 

Ie the State Department help ing with the recommendation, 
~r. Secretary , aa to the political reaaone? 

Well , I aeked Mr. Hull t o go up with· me and Jesse 
Jones aRid be should go. Jonee says, •He baa put 
all t he heat on me, let Hull go up with you.• Hull 
won' t do it. 

He won 't do it? 

At leaet he wouldn't ae ot yeeterday. But t he 
Preaident'e announcement il going to eay !tr. Hull 
and I. The President ea1d, •It 11 a matter ot 11te 
and death. • He eaye, •I t you don' t do i t ~d&.)' , 
it ma7 mean war in the Far Eaat.• I couldn t eay 
to Mr. Hull, 'Do 70u agree wi t h t hat?• 

Now, Boaere said oYer t he phone, he aaid, •In the 
tiret place I don't eee any burry and 1n the eecond 
olaoe I don't think the loan would make any d1tterence 
anyway. • 

What they we r e talki ng about vae thla t ellow 
Wang Ch1ng-wa1. That ie 1n the Ti mea today. They 
made their peace wi t h Wang. It \ e out today. The 
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atory reads that Chiang Ia1-ahek i•n 't going to 
reoogni~e Wang Ohing-wei. 
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I think they are putting the eorewe on unneceesarilr. 
Soong ' e man oue down to aee 111 and I w.a trring to 
get eomething out ot him and he wa•n't apecifio, 
but I am not eure thl!.t ther are not exploiting the 
opportunity. 

Who? 

China. I mean, t hAt they are no t making the altuatlon 
appear a l i ttle worse thl!.n i t actually ie. 

Well, Harrr , I am uaed to having rou put preaaure 
on me to rob mr Btabili~ation Fund, but who outside 
ot the Treaeury 1e doing this? 

I thi nk it 1e ooming right f rom Chiang lCai-ahek now. 
In taot, I know it ia. 

Whl!.t i e t his mesaage that Soong bad tor me? 

I th1nk it r elates to thl!.t. 

I should have seen him, shouldn't I? 

Did he oa.ll upt 

No, I hAven ' t seen him. 

He h available . 

Why don't I get him down? 

When hls man ye1terda7 apoke to me about it, he 
said t hat Soong wae planning to go to New York. 
I eaid, •or oourae, I don't know what i8 doing, 
but I thlnk t hat --• 

(To Commander HclC&r) See if T. v. Soong i8 available, 
a nd if he ia, ask h1• to come down a t once. 

I thought t hia was a good time tor hi a to be oloae 
to 11aah1ngton. 
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Because they have t hi s story in the prase or 
ano ther loan or a hundred million do l lars. That 
has been in while you have been away. The tact 
ia, they can't uae a hundred million dollars. 
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They oan' t get goode in and the currency ie fairly 
stable right now. 

Getting goode i en't their problem. It what they 
are aaying ie the truth, and I don 't know whether 
it is, but even it it i sn't , it ie an exaggeration 
and even with an exaggeration it is still true that 
t he domestic situation ia getting a little out ot 
hand. Prices are r1eing very rapidly in Chungll.ng, 
and I think the7 are tak i ng advantage ot what t hey 
think is an a ppropria te time when the7 reel t he7 
ca.n ea7 to this countr7, 0 lfell, rou a re either 
goi ng to t ell ua JOU a r e going to help ua 1n a 
real big wa7 or we will have to COlli! t o terms with 
the ot he r tallow. • Whether t hey actually mean the7 
a re going t o come to terms with the other fellow, I 
am a little bit skeptical, but I think the7 are 
using the opportunitJ. Certainly tha t ahould be 
the State Depar11De nt 'a bueineee t o t1nd out whether 
their threat i s a real one or not. 

llell , the thing I don 1 t underetand, evidently 
Mr. Hull told the Pre si dent t hat he wanta ue to 
put our own man in to operate thie tund. 

I wouldn't think ot lendi ng them much mone7 without 
doing it, Mr. secret ary, beoause t here are a million 
waya ot drawing that etutt out eo it v1ll dribble 
riS}lt out t o the advantage ot a good many bankers, 
aa did the tiret Stabili&ation Fund that was eet 
up. 

He will be down 
comi ng trom the 
be down in tive 

All right. 

just ae eoon ae he can. He ia 
Chineee Embaeer. He said he vill 
or ten minutes. 

I am all right, you eee, beoauee Hull hasn't cal l ed 
me 1at, eo I'm not holding up t he President. I 
don't know why I didn't think ot that earlier, to 
call up Soong. When you eaw hie man, who do JOU mean? 

• 
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He hae an ad'r1eor. 

Oh, :you mean that Polet 

tee, he 1e a Pole. 

Pol1ah aootor. 

Pol1eh phya1c1an who 11 a t1nano1al adY1eor to 
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the Chineae. He 1e a emooth bo:y, but I don't know 
~hether to trust him around the corner. 

I certa1nl;r wouldn 1 t. 

Ie Young still ad•1eor? 

Oh ;rea. Young doesn't come in. 

You are eee1ng th1e Pole? Whet 1a h1e name, 
Doc t or --

Rajohman. Soong eenda h1m when he wants to - uoea 
h1m eort ot aa a messenger bo:y, I don't mean he 
usee h1m aotuall:r that way, but in hie oontacte w1th 
me he has been eent to find out 

If the:r aak me wh:r I have aeen Soong, Soong haa aeked 
to eee me and he hae a meeeege t or me, doesn't he? 

He haa a meeeage. 

Froa Chiang ~-ehekt 

Yea. I don't know whether it ia for :rou or not. 

But didn't he ask to aee met 

He aeked to aee :you and ha haa a meeeage. 

(To Commander Molq ) Did Dr. Soong oe.ll up :reaterda;r 
to aak tor an appointmen t? 

Yea, air. 
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I didn't talk to h1~ until, I would 1a7, about 
ten o'clock. 

He clllled 70u' 
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He talked to the operator first and then he called 
later on and I told h111 I wouldn't let h1m knov 
until Monda7. 

All right. 

Nov look, Genta, vbile ve are vatting, I think 1t 
ve go up there ve ought t o be prepared to talk about 
the Argentinian thing too. 

That 1e a Yery good idea. 

Beoauae certainly if I get the Joint ooamlttee 
together and then three daye later announce a 50 
11illion dollar loan to Argentine, they vill say, 
•well, thRt 1e a piece ot elioper7 footwork.• 

Not only that, I think 1t ia alec good becauee 1t 
vill - it ia a loan ot a different character and 
1t 1a vell to clear them both ott. They are liable 
to approYe the Argentine one and not t he Chinese 
one . 

He eM eay vh1le 1t doesn 1t co11e vlthin hie pro111ee, 
he vante t o bring 1t to their attention. 

You vant to call attent1on to the tact that you 
don't prolliee t o consult t hem on any such thing 
ae that. You onl7 dealt v1th countries at var. 

But I et1ll think he can inform them that he hae 
been doing it and that there are several other 
LAtin American loane t hat he may be considering 
and t hen that vill g1Ye you a clear vay it rou do 
vant to grant eometh1ng that they have heard about 
and haYen 1 t oppoeed. 

Are 70u tellova going to be ready on the formula? 

ror Chin.? 

No, no, t or Xonda7 morning, Argentine. 
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Bell: Yee. 

V!ll te: Yea. 

H.M. J r: When are you going to be ready? 

llblte: I t hink we are ready. 

Bell: \lhat do J'OU aean, Mr. Secretary, t ol'IIUla? Do 1cu 
aean an agreeaent and e•erytb1ng drawn up? 

H.M.Jr: I wnt to know what it h all about. 

Bell: We han got t bltt 1ntoruticn. 

Vhlte: We ga•ore J'OU a propoaal , written out. 

Sernoteln: When 70u coae to d1eouee i t with thea, are J'OU going 
to try to gat their a ppronl on an7tb1ng lllte apecltlc 
terae, beoauee J'OU a&J' be t7ing 7our banda, because i t 
you are jus t 1n tbe beginning etagea o r t hese ne­
gotiation•, J'OU a&J' want to ehitt your position or 
adopt a different approach. Do J'OU need tell thea 
more than just the gene ral proposition 

H.M.Jr: Well, Bernie, I cantdlecuee it becauee I don't know 
what it ie all about. 

llb1te: Arter knowing it , he can pi clt tbe generel pointe. 

Oaaton: Yea, J'OU can generalize it a fter J'OU eee eoaet b1ng 
definite. 

H.I!.Jr: I t hinlt we can a&J' we will aeet at t our o ' clock 
t oaorrow at the bouee. 

llhit e: Do J'OU want both t he Argentine and tha Ch1neee plan? 

H.H.Jr: 

Bell : 

llh1te: 

Det1n1tel7. I can't handle 180ra than one orlda 
a da7. 

You can't get out ot t b ia co .. ittee, I don't belieYe, 
an7 definite approYal. Tbe7 baYe no authorit7, 
legi'elat1•elJ', to appro•e anything. I think thaT 
aigbt ea7 that the7 are not going to objeot to it. 

That 11 right , and tbanlt b1a t or the taot that hi 
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has ccme tc them tc tell them and ther will 
express indiYiduallr, net as a co.aittae but 
they ¥111 probtlbly expreu indhidually their 
appro•al or objecticn. There will be ecae vbo 
v111 object --

You are talking about Chine or A.rgenttnet 

China. I doubt whether anr will object tc 
Argentine. 

But on Argentine rou will decide toacrrcv bow 
rcu reel. 

24? 

H.K.Jr: Yea. I want to go tc echccl on that , and hear the 
whole atory. I would 111te all ct rou tc be there, 
it you would, at tour o ' clock t oaorrov. 

Bernstein: Ed will be baok tor that meeting. 

H. M.Jr: Good. We will put hia to wo rtt. 

Bernstein: We haYe been talking to Ed thie morning about the 
thing. 

H.M.Jr: Between the financial vr1tera and the football g&ae 

Bernstein: I don't thinlt he vent to the fi na nciAl vrltera. He 
stayed about here lut night. 

H. M.Jr: 

Bell: 

Bernstein: 

White: 

H.M.Jr: 

Bemate1n: 

What happenedt 

I think he let t on a nine o'clock train. 

I know he v~s leaYing late, although I do notice 
that he got referred to b7 the financial writers 
ae the author or the legislation that Wall Street 
doe en 1 t Ulte. 

I haYe got hie train aeat, 10 that he can be here 
in a taw houra , and hie seat at the gaae. We can 
get hia. 

Are rou a1tt1ng next to h1at 

Yee, I think we can gat that. 
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May I mention one thing nov about Sir Frederick 
Phillips? Pineent wanted to be lntormed thla 
morning whether we approYed that communique. I 
will show it to you. Because Phillips may leaYe 

What communique? 

Just th~t one line in the center there, ' beoauae 
Phillips may arriYe on Monday in New York. 

Incidentally, I will read you the letter vhen it 
comes in. Layton oomes in and he dumps on my desk -
I mean, I haYe been gone oYer three weeks and Just 
when I ooae back here 1e two billion dollars worth 
ot orders, 700 a1ll1on dollars 10rth o t capital 
assistance. Well, Stillson brings up the ordnance 
orders at Cabinet yesterday and gi•ea h1aeelt a 
wonderful eendott, what a wo nderful Job he and the 
Army heYe done, and they don't mention anything 
about money • . 

Two billion ae•en? 

Two billion and anenty. So in the humor the 
President was in and in the humor I was in, I 
wasn't going to start a discussion there yesterday 
as to whether they should or shouldn't place it. 
I thought Stimson woul d say something. So I asked 
Layton this morning, so he said St i mson wouldn't 
touoh the t1nanoial thing. So I have written a 
letter, which I will show you, t o the President , 
sending him a copy ot this memorandum trom LAyton 
and eay1ng, •My dear Mr. Preeident, here it ia. 
Please adYise me what t o do with it.• 

That is two bill ion in addi tion t o what they haYe 
told ue. 

Xee. 
And they need another billion to meet what they hAYe 
told uet 

Then I aay something about, 'In Yiew or what 
Ambassador Lothian baa said, please advise me how 
you wish me to proceed.• I am certainly not going 
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to tell ~nudsen or anybody elae t h&t the money 
is in the bank. I said to Layton - I am Juat 
killing time - •HAve t hey taken the 650 over in 
Canada?• •No,• he said. You aae, it ie a 
question of this ie Central Bank money and canada 
doesn't know whether it oan take it and then under 
their Trading •.nth The Enemy Aot, they haven't yet, 
I think, decla red their war with France. So I 
aaid, "Listen, do you fellows want to win this war 
or don't you want t o win thia war? When you make 
up your mind, let me know, will you?• 

You aaid protocol or something like that. 

I aaid, 1A.re you rellove going to stand on pro tocol 
and etiquette on 6oo million dollars?• I aald, 
1 You let th1e gold al1p through your Ungers in 
Canada and go down to Martinique and the planes, 
because you didn't know whether to aend a shot 
aoroaa their bow. • Imagine it we did something 
like that. It waa i n Ralitax Harbor, you know. 

No, I didn't. 

llhA t vas it he said and you enid aomething about 
turned sour? Do you use that ln England? He said 
no, but they understood what it means. They don't 
uee thAt in England. 

I told h1m I dldn 1 t know vhllt h&poened while I vee 
gone but certain ly the attitude in washington toward 
England had turned aour. But imagine, they are going 
to atand on orot ocol ae to whether they abould take 
thla gold or' not. 

And they are loain~ the gold in Dakar because the 
report is they are beginning to take it out by plane. 

I knew that would h&ppen. Ia th&t what the Consul 
ie sending? 

There 1e one cable that a plane ia reported to have 
lett with a eubatantial amount. 

They !lev it all down, they can fly it all away, 
can't they? 
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No, the7 didn't tl7 1t all down. It went down 
b7 Yeaael. 

D1dn't the Pol1eh gp? 

No , 1t went on a eh1p. 

Well, 1t tlew trom the Polee, &nJWay. 

Mr. Secreta~, we haYe drafted a plan tha t I 
thought - would haYe Ume to clear around and 
d1eouee t hat I think will meet tb1e Br1t1eh 
e1tuaUon. 
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RE CHINESE LOAN Novamber 30, 1940 
11:05 a .m. 

Present: 

H.U.Jr: 

Soong: 

H.JJ. Jr: 

Soong: 

H.:r. Jr: 

Soonc: 

H.!:. Jr: 

Soong: 

R.J.:.Jr: 

Mr. \lhite 
l!r . Cochran 
Jlr , T. V. Soong 
J!ra. Klotr. 

I was sorry I couldn't get to you earlier 
but I have bee.n away and I underatand that 
Y?U bad some message that you l'lanted to 
g1ve me, 

Yes . General Ch,l.ang r;anted to sond the 
statament to the President requesting the 
urgency of financial assistance in view of 
the urgent situation. It ia gettin~, as 
we expected, quite out of hand. I w1sh to 
speak to you on that matter, 

liell, liOuld you do it now? 

Al though the foreign exchange rates in 
Shanghai have been fairly steady, the in­
ternal prices have gone up very rapidly, es­
pecially noticeabl y in the last few weeks, 
and therefore it seems that unless a very 
substantial assistance could be given, the 
situation will get out of hand, 

Well non, let oe ask you, hoY~ much money 
have you in oind? 

Well, General Chian~ asked for betlleen two 
and three hundred m1llion dollars, that i s 
what he asked for . 

\'1hat will you take? 

liell, we are not choosers, I.:r . Secretarr. 

I see . But as to take care of the Lwmediate 
situation, say for six months - -
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I should imagine a hundred million dollars. 

I see . VIall now, let me ask you this if 
you will tell me this . Who else in \7~shing­
ton have you told this to, I mean officially? 

Of course, I saw the Secretary of State. 

I see. This week? 

This week, I handed him a memorandum to be 
presented to the President. 

Oh. \'loll, I haven't seen that, so I don't 
know what i t is . 

~y I give you a. copy? 

I wish you would. Have you a copy? 

Yes . I can get it, but not here . 

I Viould like to see a. copy of that. Would 
you want to use my phone? You can talk in 
Chinese and then I won't know--

Well, I havo to go - I have locked the door. 

I see. But you have a. very good memory. 
Approximately what is in it? 

Well just trfo things in it. One i s. f?r 
airpia.nos and the second is for stablllza­
tion . 

Tiell now, was there any time factor in there, 
that the thing had to be dona today or to­
narrow? I mean, is it a matter of 24 hours 
or d.oaa a week cake any difference? 

It is vary urgent because of tho Japanese 
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recognition. of V:ang Ching-wei, of the puppet 
government 1n Nanking, and at t his time any 
assistance given now would have very good 
effect, both politically and peyohologically. 

But one or two days, would that make any 
difference? 

\Vel~, I think if we could follow it up im­
aedlately, that would have the most desired 
effect , 

253 

ilell now, let's see. You &ave that to l.ir. !lull 
on what da;y? 

I gave i t to him day before yesterday. 

That voould be Thursday. 

Yes . 

You gave it to him Thursday? 

Yes . 

But I mean if you knew by L:onda7 or Tuesday, 
would that be quick enough? 

\.el l , if it at all could be made today, that 
would be most desirable . 

\'.by? 

Because the Japanese have recognized iiang Ching­
wei and have been expecting to see what the 
reaction of the res t o£ the world will be, 
particularl y that of the United States . 

I see . Well, things liko this have happened 
before and you didn ' t expect the United States 
to - v1hat shell I ss.y - act as quickly as 
that . 
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You remember after the Jnpaneee aggression 
a loan for 25 million was announced i.mmedi~telf 
after the fall of Canton. 

Well, that was a happy coinoidenoe , 

1be last loan from the Export-Import Bank came 
just at a time when the Japaneee were announcing 
further steps . 

\','hat is likely to happen within a f ew days? 
Supposing people in China and the rest of the 
world don't know what the United States is 
going to do within a few days? \,'hat would 
you envisage might happen, if anything? 

l1ell, even •vi thout the Japanese action, the 
situation is very, very grave. I don't •~t 
to be an alarmist, but the situation is very 
erave . I have been repeatedly saying it 
but before i t Ylas not impending . Now with 
this Japanese move, the pressure becomes 
doubly great . 

Has england off ered to do anything for you? 

England indicated - I was also negotiating 
with :;:n .. land. Our Attbasaador indicated that 
the British are considering it rather favor­
ably and wanted me to go to England. I told 
him it is out of the ~uestion now because I 
am still negotiating 1n r.ashington. 

How much do you think they will lend you? 

Well I should say bemeen five million pounds 
and ~ybe some additional sum for purchases 
in the Briti sh Empire . 

They have asked for ten, five for stabiliza­
tion and five for other purposes. 
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!low, as I understo.nd it, the Export- Il:iport 
Bo.nk has l oaned you eo far five million, 

Since I came, 25 million. Defot•e that 20 
and 25 , 45, 70 million. ' 

'10 million. And how much of that have·you 
used? 

Well , the first two loans, 20 or 25, are all 
used, ?hey actually have not been paid to 
the oanufacturers, but it is all assigned, 
so it is all used up. 

Allocated • 

Tho.t is 45? 

Yes . As to the rest of the 25, ne have only 
just got it about a week ago and for our 
purposes it may seell unerateful to say so, 
but to meet such an amergency it is not suf­
ficient . I t is not big enough. 

' • .'ell
1

. the ter:us that you have, arc they 
roaching China? 

The:r are reaching China. The Buro.a Road has 
been bombed constantl7 but as constantly i t 
is being repaired and ferrien oade to ferry 
thint:;s over. 

And these purchases, do any of these recent 
purchases go through the Universal Corpora-
tion? 

All purchases, as far as I !mow, heve gone 
through t he Univereal. 

I see . Are you using K. C. Leo? 
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:;oon:;: 

Soon~; : 

ii .. :. Jr: 

~oon:; : 

: .. ·. Jr : 

~ .. . Jt': 

~oon ~ : 

r: ; ' . Jr : 

Soon~ : 

. . . 
: • • Jl• : 

:.hi te : 

- 8 .. 

· •. e arc not using K. C. Lee , 

You mean the Goverrunent? 

I run not , i n rey negotiations , 

Do you use him for purchasin~? 

1 am not usine bin for ~urchasing . 

' .. h;; do you se.y "I"? 

~ mean there may be s~ll ourc:mscs that 
don ' t anount to very nuch,"but as far e.s 
the money that I have secur ed, I haven't 
used hb, 

You are using Universal ? 

Absolutely. 

Good. That is a ~ood set-up. 

I am nov1 askinG tllem to make purchases for 
a t:1ousand truclcs an:i also suci, supplies of 
m.achinery and ms.te1•ials :or makin.:; nuni tions 
through the.':!. 

· .• ell, do you thi1U I have covered the field? 

Yes, I thifu: so . Tne 25 Dillion dollars 
r1hich they i1e.ve just ::;ot hasn ' t been touched 
.,et, and all of the loan previous to titnt 
he.s been allocated in tho sense that they 
are placing orders but it hasn ' t been spent , 
Tho only question t hat I thin:{ of raising 
is that I am not quite clear 11hy a couple 
of days --

\".ell, would you mind giving mo a copy of 
that memorandum? 
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Soons: 

H.!.:.Jr: 

Soonr; : 

li .::.Jr : 

Soong: 

H.t: .Jr : 

Soong: 

H .1~ . Jr : 

Soong: 

H,!.!, Jr: 

Soong: 

- 7 -

Immediately. I will go back and get it. 

And if I should be occupied or not here if 
you will give i t to Mr . Cochran. ' 

Yes . I may say that this memorandum is only 
following up negotiations that General Chiang 
had with the American and British Ambassadors 
in Which he asked for the sum of tno to three 
hundred million dollars, In the lat est memo­
randutl I presented to Secretary !lull, the 
emphasis nas - although both messages uere 
touched - the emphasi s 11as on airplanes . 

I see . \'.'ell, I am not familiar lli.th it so I 
would l ike to have it. 

Yes. 

I am supposed t o participate in this . \!ell, 
you be available 

All the time . 

• ••• today and tomorrow, because I am working 
on this very hard, t rying to find a my to 
do it. 

Thank you for cO!lling clo1m. 

Should I give it to J.:r . i ihi te? 

Either gentl euan . Thank you. 

May I also say that I havo just received a 
telegram from General Chiang. The Export­
Import Bank promised to make same further 
loans and his telegram to me was that -
he said "If you sign this agreement, do 
not pubiish it, because it will have a very 
bad effect . " 
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H.U.Jr: 

t~hi te: 

H.lr.Jr: 

Soong: 

lihi'te: 

Soong: 

H.U. Jr: 

Soong: 

H.!.!. Jr: 

- 8 -

Nowf wait & minute , Let ' s get this . This 
is llllportant. 

Do you mind repeating th&t? 

Yes, please, 
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I juat got a telegram from General Chiang, 
because I wired him the other d&y th&t the 
Import-Export Dank will probably lend us 
some more money and he said, 'Well, if you 
make this agreement, do not have it published, 
because immediately following the Japanese 
we are expecting substantial support from 
the United States. " If a sum of say 25 
million is published, th&t will be rrorse 
than nothing at all, and therefore he asked 
me not to publish it . 

The thought iG that the 25 million dollar 
announcement will look to the public as 
though that is all the assistance they are 
going to get, and it being so small, it 
wouldn' t help the situation. You would 
rather let the situation seem uncertain, 
as though the United States was still going 
to do something? 

no, his idea is that even if we get 25, see, 
the announcement should be "a vecy substan­
tial sum. " We would announce it as a sub­
stantial sum. 

\iha t would you call a minimum the. t would 
be helpful? 

I sh.ould sq a hundred million. 

Okay. 

t 
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Prczent : 

!" .:.:. Jr: 

.. bite : 

Cochran : 

' .. bite : 

:.!r. '..hlte 
Ur . C ochre.n 
llrs Klotz 
l.lr. Bell 
Ltr . Gaston 
1:1' . Bernstein 
t:r. lfelles 

!:oveober 30, 1940 
11 :20 a .m. 

<hat is apparently what Soong \~anted to see 
you about. 

• 
Bvidently. And hit story checks with l7he.t 
the Presi dent tol d me, other than I don ' t 
see that ~~onda.y isn' t just as good as Suntla; . 
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lie didn' t make that clear and I ~et the 
feeline he doesn' t either, but at least he 
wasn' t convincing on that one. ilut apparently 
he ,·;anted to sec the Secretary of Sta te and you, 
because that i s when he spoke to me about 
seeing you. ·i,fhat arc the ethics of shor:inc; 
Cabinet members a messa&o that he has for the 
President? 

It should go throu~h the Cabinet oeobers, or 
Mr . Eull. 

But I mean his position is sort of a neculie.r 
one . If Chie.n~-Y~i-shek has a cessage, he 
should give it~to his Acbassa~or and the AJ­
be.sse.dor gives it to i.:r. !lull . 

lus Acbassador is nothing. 

(Telephone converse. tion 1'.i 1.11 SUIIlller ' .. elles 
follows:) 
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l!.M.Jr: 

Operator: 

sumner 
Welle a: 

H.K.Jr: 

'1: : 

H.V..Jr: 

W: 

H. M.Jr: 

'A : 

R.Jo! .Jr. 

W: 

Hello. 

Mr. Welles. 

Good morning, Henry. 

How are you Sumner? 

Noveaber }0, 19~ 
11:20 ..... 
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Fine. Henry, I wanted to take up with you the 
question or thie suggested statement tor the 
President to make with regar~ t o assistance to 
China. 

Wha t did they do, duap it i n your lap? 

Well, ae usual, I'~ t ry ing to be helpful and I 
thought I'd read you this brief statement and 
then send you over the text i! you wanted to 
have it 1n writing. 

Ri ght. 

Will you let me have your reaotion? 

Surel y. 

"Discussions be tween tinanoial repr esenta t ives 
ot the American and Chinese Governments are 
progreesing set1stactorily. New credits to the 
Chinese Government of 1100 million ere contemplated, 
or which $50 million will be through t he Export­
Import Bank against purchases by the Metals Reserve 
Company or critical and strategic materials i n 
our defense program, and $50 million thrOU6h the 
Treasury tor mone tary aaa i etanee and management 
11 between Amerioan and Chineae currencies~ 
That's all there it to it. 
Now, Sumner, this is terribly i mportant, and I' d 
appreciate it if you would bring it over you~self. 
I've been sitting here all mor ning waiting to 
hear rrom Mr. Hull. 

Wal l, I've been t rying to get you myself, Henry, 
t or about ten or fifteen mi nutes. 
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H.li. .Jr: 

'II: 

H.M.Jr: 

'I : 

l!.V. .Jr: 

W: 

H.!! .Jr: 

W: 

I!.M.Jr: 

'II: 

H.l·! .Jr: 

261 

- 2 -

Well, they told me at ten minutea paet eleven that 
you called. That'e the !iret time I had gotten 
it. 

Well, I can't come over myeel! because I have 
people waiting here, but 1 111 send eomebody over. 

We'll, that's no good. 

Well, I'll come over myaal! then. 

Yeah,' because thi& 1a- did you read my memo­
randum to the Speaker? 

No, I haven ' t aeen 1t. 

That's the whole t hing, you • ••· I gave that 
to Mr. Hull. 

Well, I'll bring over all the papers I have. I'll 
come over right away. Are you tree now? 

I've done nothing - I've juat ea t here all morning 
waiting to hear !rom Mr. Hull. 

All right. I ' ll be right over. 

Thank you. 

All right, Henry. 
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\ibite: 

Cochran: 

' .. bite: 

H.~. Jr: 

1.lli te: 

H.JL. Jr: 

- 2 -

I think your statement, llith one slight 
change there, could just be added right on 
to that, That is perfect, aa I got ft . The 
~wo st!-tements taken together 1 I think, Ttould 
JUSt flll the bill . It Ytouldn 1 t commit you 
It says "contempls ted, 11 

' 

\'/here it says "new credits, 11 that is -­

Some slight change could be made there. 
It is funny, a 50 million dollar loan against 
the metal reserves. They have already bor­
rowed for 10 or 15 years in advance. 

~.elles is on his way over here and he has 
never seen this thing I have written to the 
Speaker . Hull didn't a how it to him. 

If we could get a copy of that other and see 
whether this could be added, you could con­
front him with that proposition. 

I can 1 t in front of Welles show him I have 
a copy of that . He will be here in two 
minutes. Soong told us on Thursday he was 
in to see Hull with a message from Chiang 
Kai- shek tha t they wanted to go the day af'ter 
this fellow liang waa set upt and r;hen we 
pressed him as to nha t woule1 happen if they 
didn 1 t have it for a day or two, he had no 
explanation. Here ia the statement. 

"Discussions between financial representatives 
of the American and Chinese Governments are 
progressing satisfactorily. New credits to 
the Chinese Government of 100 million dollars 
aro contemplated, of which 50 million dollars 
will be throuF.h the Export-Import Bank against 
purchases by {he metal reserves company of 
critical and strategic materials in our 
defense program, and SO million dollnrs through 
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White: 

H.!j.Jr: 

\,hi te: 

H.U.Jr : 

Gaston: 

Cochran: 

H.!.!.Jr: 

'.',hite: 

H. I.!.Jr: 

Vlhi te: 

Klotz : 

- 3 -

the Treasury for monetary assistance and 
manegem~nt as between American and Chinese 
ourrenc~es , " 

Credits are contemplated, but contemplated 
to me \7ould be that they are being proposed, 
I am not sure of that. 

If he added my atetement to that, I would 
be satisfied. 

Could you read that again, Ur, Secretary? 
Just the last two sentences. 

" •••• and 50 million through the Treasury for 
monetary assistance and management as between 
American and Chinese currencies. " 

It is being thought about. 

Thought about; end then your statement added 
to that will give force to the word "contem­
plated," and sho\7 what is meant by contem­
plated, 

Could you say, "and management between the 
currencies"? They say 50 million through 
the Treasury for monetary aseietance. 

Currency stabili~tion. 

Currency stabilization would fit the stabiliza­
tion fund and state a legal objective . 

For what? 

Currency stabilization. 

Vlell he dictated it and we have been sitting 
here'taking it down. 
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H,l!, Jr: 

Bell: 

l'lhite: 

Bell : 

Vlhi te: 

Bell : 

l'ihite: 

Gaston: 

:.bite: 

Bernstein: 

- 4 -

It is easier just to wait until he oauea 
and he will give us a copy. And then let this follow? 

I should think so, There certainly wouldn 1 t 
be many changes and I 11111 sure the President 
woul d be satisfied and it would have all the 
effect tha t they v~nt, because they will get 
50 million anyway, and the other 50 million .... 

They would get the other 50 fran the Export­
Import Bank if they didn 1 t get it !roc the 
stabilization fund. Thef might get the full 
100 million under that w thout touching the 
stabilization fund . 

You mean they would get the 50 8Jl1W&'/, and t he 
only question remai.na about the other 50 i.n 
the pulllic 1 a mind? 

Yes. 

That ia why I thi.nk it will f ill the bill. 

A hundred million contemplated could be con­
templated from any place , 

Does that mean you are planni.ng to, going to? 

Contemplate means looking i.nto it, thinki.ng 
about it. 

I don't know whether he used the word advisedly, 
but if he didn't, it is a fortunate word. 

It is probably intended to mean, "This is 
what we are going to do. • That ia what they 
wi.ll want the ~ubli.c to eomdrue the word to 
aean. 

I t ia one of those words that, defined in 
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Gas ton: 

n.:.:. Jr : 

( .. elles: 

!i.!.I . Jr: 

- 5 -

various languages, can moan any one of a. 
number of things . 

It is a very l'reasel l'>ord. 

(!!.r . Welles entered the conference) 

Sumner 1 I nish you would read this 1 my let ter 
to the Speaker, which he asked for1 because 
he couldn't get this legislation tnrou~ with 
all of this fear , you see, and he asked ne 
to r~ite him a letter. I also had to wri te 
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a letter to Vandenberg, but this is the best 
letter , If you will read that you will get 
sonething - I am not taking this very lightly. 
That gives it to you . {See attachment to 
meeting re Chinese loan, November 29, 11 :30 a .m. ) 

That is it . 

You can keep that. I want to tell you f rom 
that point . '••hen the President called me 
yesterday - I mean, I take it that 1~ . Hull 
hasn ' t given you the \'thole history. I may 
go over it tr.ice , but I ~:ould rather take 
the time to t;i ve you the whole story. 

He called me beu:een 11:00 and 12:00, end 
Jesse Jones was there with him, and he said 
the. t he r.ould like me to do this thing and 
I explained the circumstances and he sa.idL 
"liell, get hold of \.'acner !'-nd tho oth~rs, 
which I proceeded to do . ..agner was 1n to;m 
and ever;rbody else ~ras O?~ of to1m, ~d Somers, 
who is the Chairman of tru.s , ..-:as up 1n Nevt 
York, The best they could do was get a meet­
in!!: for 1:onO.ay morning, which has been called 
for 10 :30, a joint c~~ttoe, to hear me on 
this question. 

This is the press clipping (handing press. 
clipping to Ur . Welles). You can add this 
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to your exhibit. 

Last night while I was there, the President 
talked !o ~:r.er and S01:1ers and said he 
W1lllted to e the statet~ent that this had 
to be done today, and I don't know what 
either of th«m said except that Socers called 
me U:(l this morning and he said "You know, 
I tr1ed to argue with the Prestdent and tell 
him I thought it was a great. mistake for any 
public announcement to be mado before l!onday 
because, " he said, "if he does it, I have 
grave doubts whether I can get this fund re­
newed. It has to cane up again this June, 
you see, and in view of the fact of what you 
told ue three tiaes -- • He said, "Your honor 
is at stake . You assured us three times you 
would not make just this kind of loan 11i th­
out coming up for gui dance, " and he says, 
"I can't see why l!onday wouldn't be as r1ell, 
but if the President does make a statement 
I told him this, that he is §Ding to make 
it that much more difficult. lie said1 "It 
would make i t very difficult to get th1s 
fund renewed and I hope very sincerely he 
won' t . • He said he told him that last 
night. 

I thanked him very much and told him that as 
far as I was concerned, in view of what I 
had said, that I would no t make any commit­
ment before 1!onday. 

Now to give you the whole picture, I needn't 
teli you that I em interested in helping the 
Chinese, because it is rather laughable . You 
and I got the thing through, originally, r.hen 
J.lr . Hull was on the o;;ater to Lima. 

I remtmber well. 
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H .~ . Jr: 

Welles: 

H.ll. Jr: 

- 7 -

You r11111ember the trouble we had in getting 
the thing through. . 

Very well. 

Now, T. V. Soong asked to see me Thursday 
and I aaw him this morning and I asked him 
what the circumstances were and he said that 
they wanted a couple of hundred million 
dollars and the d&y after \':ang Ching-wei was 
recoF.zed - I said, "'lellt what will you 
take. • He laughed and sai<l, "Well, ne can't 
be choosers, but I am in a mood of a hundred " 
and I pressed him pretty hard as to if the ' 
announcsment was early next week, What dif­
ference would it make or what would happen 
and he couldn't tell me what would happen. 
There was no threat or indication of threat 
that they would make peace or anything like 
that, you see, and he simply saia that they 
are very, very anxious, and then he said they 
had another message, I think he said as of 
toda1i from Chiang tbll.t if 1 t was only 
25 ~ lion not to announce it, but I couldn't 
get out of him anythinl) . 

Now, Vlhile we were waiting, we drew up a 
suggestion and it is based on this. This 
arrange~:~ent which we hav.e is a 50 million 
dollar stabilization arrangement with these 
people, nhich expires on December 31st of 
this year. \'le are supposed to notify them 
today, 30 days in advance, whether we are 
going to renew it or not. The{ have borrowed 
20 million dollars from us aga nst gold 
collateral. They thought v1e could tie this 
thing up . I take it r.hat the President and 
L!r . Hull want is the figure, 100 million, 
and I drew up, with ths halp of these gentle­
men, a statement Which I thought would fi~l 
in - I mean, I just can' t break my word; 1t 
ia impossible. 
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Welles: 

11 .1!. Jr : 

1'/ellu : 

1/hite: 

Bell : 

~.·ellea : 

- 8 -

Have you got your statement there? Well, 
the one tliat you read to me, I lust wonder 
if t his one coulen' t follow, ana would that 
make everybody happy. 

So far as I am concerned. This is the o~i­
ginal form, which I think covers your idea. 

"Discussion; between American and Chinese 
authorities are progressing satisfactorily. 
New credits to the ,Chinese Government of 
100 milli on dollars are contemplated, of 
which 50 million dollars will be through 
the Export- Import Bank against purchases 
by the metal reserves company of critical 
and strategic materials in our defense pro­
gram, and 50 million dollars through the 
Treasury for monet.ary assistance and manage­
ment as between American and Chinese 
currencies. " 

Well, would that do it? 

And then I would add right to that this 
additional statement of yours . 

That is different than --

Yes . 

Let me give you the hack~ound of this . This 
is what l:le oursel vea - wKa t you have in your 
Jwid is what t he State Department thought 
was the wise thing t o do, in view of your 
situation. Then Jesse Jones made the coun~er 
suggestion, which is the one we were speak1ng 
of and so far as we ars concerned in the 
S~te Department, our original draft i s 
entirelY satisfactory and we will be happy 
to add this t o it. 
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Bell : 

• .• bite : 

!l .l!.Jr: 

','ihito : 

n.::.Jr: 

Gaston: 

!i .~:. Jr : 

· .. elle s : 

H.t:. Jr: 

.,elles : 

- 9 -

I am not sure i t ties in exactlf, does it? 

That could be added to either draft and have 
the same effect, 

I think that would be perfect , 

There is a certain amount of duplicat ion. 

That is all right . 

Ther e ar e some advantages in not having any 
stat ement r;a.de at all today, and I think it 
v:ould be distinctl( better if the statenent 
r:ere not oade until. l:onde.y, for two reasons 
I am thinking of . One is the attitude of 
the colllllli ttee and our future relations with 
the comoittee, and t he other is the adver­
tisin~ the fact so widely that you are going 
to hoJ.d this meeting with the committee on 
Monday and 1·1hat i t is goin& to be about, so 
as to give an op~ortunity for an opposition 
to be built up, lf there is to be a real 
opposition , 

I woul d say Amen to the t , but I don' t think 
the President will listen to it . I think 
Herbert is absolutely right . 

\:ell, the situation, ! think, is a little 
more cri tical than T. V. Soong cave you to 
understand. 

I see , 

The Germans have made secret proposals to 
Chiang for peace terms and there is· a danger 
of a real pslfcholoPical moral lapse as a 
result of thlS recognition of the O~C r~gime, 
and our hope i s , of course, thet th1s v11ll 
act as an immediate counteractive . If you 

269 

Regraded Uclassified



H.M.Jr: 

rlellea : 

H.ll.Jr: 

liellos: 

H.!.l. Jr: 

H.!l. Jr: 

Gaston : 

White: 

- 10 -

wnit for two or three days the effect 
might be too long delayed,' 

You are arguing about a world foreign affairs 
situation, which is your business . I can 
only state ~ position as to what I can do 
with the stabilization fund, vmich 1 thought 
Congress bad given to the Preeident and he 
gave it to me, but Congress gives the fund 
to me . He bas veto power, but it is the 
fund that the1 gave to me, and in order to 
get it through, I bad to w e that kind of 
a statement. 

I understand tully. 

It is a trust ~ich I feel terribly deeply 
that 1 just cannot --

\'lith every reason, and I understand your 
situation. 

I cannot break a trust like that and look 
~self in the face . 

Exactly. 
As I am constituted, it ia just impossible. 

·;:ith that s tatement .that has been outlined 
here, you will be keeping complete faith, 
end you are ~erfectly in the clear. It is 
just a quest1on of the effect on the com­
mittee. As to that, I think with what 
IJr , \'lelles has said of the u:gent critical 
situation, that can be expla1ned to the 
committee and will go a l ong way to offset 
it. 
I pres\lllle Ur , Uull or IJr , \/elles will be up 
there with the Secretary1 

• • 
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Welles: 

H.L[. Jr: 

Welles : 

H.M. Jr : 

ltelles : 

H.!.!. Jr: 

H.ll. Jr: 

liclles: 

H.L:. Jr : 

\lelles : 

H.U.Jr : 

~:elles: 

H.J.!. Jr: 
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- 11 -

I think Secretary Hull had better go with 
you. 

I think one or the other of you • ••• 

Right. 

It is 10:30 . 

10: 30 llond&y morning? 

It h Roa:n 301. 

Now, a st&tment of that kind, if you could 
see fit to make it, you see, would just --

Now look, if the State Department will take 
this, the first one, plus what I have added, 
I am entirely satisfied. 

That, then, will be our position . I will 
try to arrange it directl y with Jesse so 
he will agree with it. 

Vlell, I am not worrying about Jesse. 

No, he has nothing to say about whet you 
have her e, but I mean 'IIi th regard to what 
relates to him it is slightly different 
than what he indicated. 

Could we leave it this war If I don't hear 
from you again, and I wil never be more than 
15 minutes off fro~ my telephone, until I 
do hear f rom you it is clear? 

Your understanding v1ith me is that this 
that you have in your hand, plus your state­
ment, is what you and I agree on? 

Right. And if it is to be anything else, 
you let me know. 
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Welles : 

R.J.:.Jr: 

Welles: 

H.ll. Jr: 

\, elles : 

H.!C. Jr : 

\.elles : 

I!.U.Jr : 

':.elles: 

Jl .l! . Jr : 

1'/elles : 

H.M. Jr: 
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I will let you know immediately. 

And fo r m1 peace of mind, when it is clear, 
will you l et me know? 

I will be glad to do that o.lso . 

We feel, in view of the fact that rte hove to 
get on the Argentinian thing ~ediately 
that I ought to describe to this committ~e 
what I have to do, telling them that I don ' t 
feel, under anything I said to get this legis­
lation, that I am honor bound to do it. 

Because it is not a belligerent government. 

Exactly. But in view of the fact that it is 
~oing to come up - otherwise, they will say, 

You had this in your mind and three days 
later you announced the thine and you appeared 
before this committee and you didn' t tell us , " 
Don' t you think so? 

I think you have every r eaeon to do i~, yes. 

So we are meeting Sunday af ternoon end I am 
posting mrself on the Argentinien thing so 
I will be in a ).1osi tion to reco:mend it to 
the comcittee ~onday morning. 

Splendid. 

And I don 1 t t hink I will have eny trouble . 

That is encouraging. 

On that at l east . I don't know about this, 
but I d~n ' t think I will on this, either, 
because - now, mind you, so that you hove 
it a hundred percent whet we are doing, 
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Welles : 

II .~. Jr : 

.• hite : 

H.U.Jr: 

Bell: 

II .!!.Jr: 

.. olles: 

- 13 -

talk~ng about, it is an extension of this 
50 ~llion dollar agreement of which they 
already have 20, so it realiy only gives 
them 30. You appreciate that? 

Yes , In so far as the effect is concerned 
it sounds like a hundred. ' 

You have got it. The Presi dent called me 
at our meeting yesterday, o.nd I want to 
live up to it . 

Ur. Secretary, I have just one thou~ht • 
llr . Jones might have had in mind wr1 ting in 
his draft that he wanted to say there is a 
phrase there about his giving them this 
money in anticipation of buying the metallic 
reserve . If he wants to include that in 
there, there is no objection, is there, be­
cause after all, the Export- Import Bank 
might have somethinG like that. 

\'lell, let ' s just l eave it the Via'/ it is . 

Dr . 'ilhl te 1 s question raiocs this point . 
Jesse is writing a letter to the Presi dent, 
which can be made public, r.ith regard to 
the details of the Export-Import Bank opera-

. tion, so I think thst "ill t&ke care of it. 

\,e understand each other . It I don 
1 
t hear 

from you, it is your statanont plus mine? 

Our understanding is broader than that • 
You are going to hear from me anyhow. 

(l!r . Welles left the oonference) 

The darkest hour is before the dewn. 
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• • •.• • \1 r ~ 

teton : 

. . . .. . 
.•. lie : 

:: t ~ . : 

' .. •• .1 ... c : 

- 1~ -

Ho1. , r:ait a 
it U:i) jet . 
yet . 

ninute. uon ' t h t • s •.:r.oop 
i.:r • . ,ooccvcl\. :.a3n ' t acceptea 

:don ' t t:1ink i t rud:cs e. ,;r ent ucc.l of f.ii' ­
l'crencc '.li'l.ich of t hocc clr.Lcmon~.s lc used . 

:.ot il t:1ey use ::Unc • 

! .1. ~- -· .& t' .. t • . ... 1ott ·'" .. E _.-.pol-- - -r:tror~t Pan .. ctete~~cnt 

of .. ou:--s .. oulC :.!!.vc bte~ .)ct.ter . 

.. i th ci thel' one, .,.rou ~.cr~ ~ni'c L. 
:·o'.r~ . 

cse 

•· . l • l . • a t " • .., tes . !O\ ~~::c , t.lt _:,.. ~.1: " .. 1.~ .. ·t•e::aucr.~ 
!.tl .. ~tt r.ot lL.e . ~'' .. ~r:-t nc· .• t :::.. a lil:le 
l arr ce".L." . ...... !··· r(l ......... t "i:...... • . ... ....... '" """-:~l ".u..t··.' ··1" ... .._ • """' lL.r .. , · .. ::..::·c:::. 
~~o""J.r· ::ecor·u 1 .. n.r 1:- c or.r . 

'~:1c~· · .. on' t ~ive hi! .. l.\:o :·iucc::~ . :: i.:en:., ~=--e~· 
a:'•3 ~o:n .. to "ivo hi~. t. i'inio1~c6. ztate;:~cni , 
~'O'!.• sec . ... .. .':1e~· al"'o not f•oin.:; to :·cnU over 
o:to f ro ... Jones , tnc f t•o:l ..,tate , :J.lh .;.~nH : ron 
... e . I .lon ' i ;.no\, "ct. I :.,clln, t..b i s a 11 
vc::y nice , .r • .. eJ...lt s su.,v~n. t .1(J.t t:~is is e. 
;r,d ter of honor · .. it:. no Lnu r.ll t:.e.t , bu~ I 
\,iL let ,;ok all ::no:., nn;; .. r.: . 1ou ;ui :h t 
as :.ell sit :.n on t:,: ~ ol!l.cr t:,:n ·. -;':.er. 
I ;·;i h :o i1o.Je . 

I thir_;: e ·. e:: i: !.::cl i::cuc t .. i& , to'-' a;oe 
not boun~ to c.n:;t:.~:t. 1\0r'o t:..c.r, c. ct.:nc::e 
n -r-ec:1cnt - : uor. ' t tlU.~.1: ~·ou .. i..ll .. c. :..our:C. 
to an~··tl:J.~.- i.O:~c tl:.c.n :-.:-: cxtcn:::.io:: to t:.c 

. " .. . t . . t • . Ch1neze n··reencnL tl! l 10 no .. ;·,rl l. en, ~r~ .... 
you cen sti ll t nlk to the col.ll:Ji ttaes about 
modi fyin:; it . 

I tol<l · .. hat ' s -hi~-nruno to r·o t ho1•e. I tol a 
· .. ellec - I menn, I ::lllc!e it perfcc tl;.· ;::l ain 
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Bernstein: 

Bell : 

li .!.!.Jr: 

Bell : 

H.t:. Jr: 

Bell: 

- 15 -

there is only 30 million of fresh money in 
there . 

1~ . Secrera:y, may I mention one point. You 
keep re£err1ng to the fact in connection with 
your extension or the stabilization - you 
or iginally made the statmnont in connection 
l'li t~ the extension of the stabilization. T!l&t 
is in those hearings . Then the question cace 
up again l ast fall in connection wi th the 
Neutrality Act when they \\'anted to insert 
an amendment 1;hich would have specifically 
limited the use of the stabilization fund in 
this kind of a situation, and it 1\'&S at that 
time that you r.rote these two letters re­
ferring back to your earlier testimony and 
we kicked the thing out of the bill on the 
basis of those tvro letters, one to the Senate 
and one to the house. 

\1on •t you all wait untll Young comes in, 
please? 

Shall r:e send something up to the house this 
evening on Argentina that you can look at 
before the 4:00 o' clock conference tomorrow? 

\ihy is it nben I cooe back things always 
pop? 

'.'le woulli like to knon. 

I voould like to tell you soc.ething! young . 
fellon. Do you knor: Tthat the PreS1dent sald 
nhen I said this at the Cabin~t yest:rdar,! ,. 
He said, "Did Bell know thia? ' I sud, .'Yes • 
Re said, "Well, why didn ' t he say somethlng 
about it?" 

About what? 
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H.!J.Jr: 

Bell: 

H.!J.Jr : 

Bell: 

H.ll.Jr: 

Bell: 

H.:!. Jr: 

Bell: 

R.:~ . Jr: 

l'ihi te : 

H.!J. Jr: 

- 16 -

About my personal honor, et cetera, et cetera . 

In connection with what? 

When I said I couldn't do this because I 
promised t he committee . The President said 
''l'lell, does Bell know all about this? 'iilJY ' 
didn't he say something?" 

In what connection? I bed no reason for 
brinfing it up. I knev1 nothing about Chine 
unti you told me. 

I knew that . 

He would have heard about it, too, I'm telling 
you. 

\'/hat? 

lie uould have heard about it if he had asked 
me. 

These things come to my mind. I felt like 
saying it was like he told me the other thing 
in Cabinet. He said, "To shoiV you how much Henry 
knows, he said, ·~e are building a base at Port 
Royal, ' and actually it is 20 miles a"ay f ron 
there . • Now, I didn't say that to the Tribune . 
I said we were rebuilding the docks at Port 
Royal and the t the base was 20 miles away. And 
then he said, ''\'/ell, the money is mine; I can 
do what I want with it,• and I said "Well, 
t hat is nothing new, Mr . President.' il"e had 
a &ood time yesterday . 

We knew that, because you didn ' t call us in 
afterward. 

Do you know when I got out of there? 5:00 
o'clock. And then Kintner and Alsop r;ere 
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Gaston: 

!i.H.Jr: 

Bell: 

H.ll. Jr: 

\'.'hi te: 

Jl .L! . Jr : 

\'ibite : 

3ernstein: 

ll.M. Jr: 

':.hite : 

!!.1.!. Jr : 

- 17 -

here waiting with two articles on Lothian. 

You had better bawl out the Secret Service 
for not letting Dan !mow about this Chinese 
thing, 

I can' t understand that , He know about it 
all the time. 

I don ' t have these dreams , I sl eep pretty 
soundly. I don ' t dream. (Laughter) 

That ia 1940, third term. You dream it . 

Yes, let Foley cone around to~orrow after­
noon. 

I don't think he will enjoy the came, if 
you ask me , 

i'iby? We haven' t tol d him. 

He has got one leg here and one leg there. 

We told him to listen to the loudspeaker 
and we r.ere going to have it stated that 
Mr. EdTtard Foley, Jr.'s number had cO!ile up 
and he was to report for duty at once , 

It isn't over yet , but i f it i a, it is 
a narrow squeak. And I vlill never forget, 
Harold I ckes was the only fellow that came 
to my rescue . 

Did t hey all have a chance to read the 
letter? 

I am not boing to read this all the way 
through. This is a history. I will read 
this at home. 
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) erne t oi n : 

. .hi to : 

- et•n• tein : 

· .. 'hite: 

:: .:~ . Jr : 

- 18 -

I 11ill let you all knol'l if the flag at the 
House of llorgenthau is still flying. I llll 
glad you told me thai wo.s the !loutrali ty 
Act . 

'l'hc first paragraph tells that . 

I thou:;ht there l'le.s something wron& • 

'i'here \7as a very heated c.rt:UJlent on the floor 
of the Sent.te tlu>.t tte - c.t the st.::te tbe that 
~:e l'lere adoptin~; le;:islntion prohibiting loans 
t o the bell1,;erent countries, tlu>.t here 1-:as 
the ctabilizat ion fund . 

That gives it added effect, because not only 
is the stabili zation i'untl involved, but t:1ere 
is c. certc.in cor c.l commi t:nont on the iieutrali ty 
act . 

\,ell , i t shows that in tho first instance, I 
menn, that the;r did tho drc.ftine; c.nu they 
kept me wc.i tint; het·e l':hile theY' had Jesse 
Jones go over 1t . 
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!Ill SeentUJ of tu fna1V7 w111 appau 

J(oa4q fonaota \afore • jolat .... loa of the s .... te 

Ca.ltt•• oa luklac ml Cvreaq 1114 the lo .. e 

Ca.ittee a Co1a.ace, Waic)tl 1M ••ev••· 1t thla 

tiM, u will N-111& to t.UlP atteatloa tu propa..a 

esteaaloa of a $60,000,000 ata\111aatloa arraac ... at 

wl tk the Ceatral laak of Ck!aa. 
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Sutement read by Sumner Welles: c--. f:-.... ~V\SY"o.t 

Discussi ons De tween 

of the American and Chinese Gover progressing 

Government ot 

a10 0 m1l l1o 

t!lrough the 

~e 6erve 

New ered1t e 

, ot which $50 m1111on will be 

against purchaeea by the Metals 

strategic ma terials in our 

between American and 

• 
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'ftw c11•oua1~ bohoc tbAI Aaerloan a.n4 tho ChlneM 

au~l\loa 1n tho tlold ot t1nano1&1 oooper.tlon ha~• 

progJ'Qaad. 'fbllra 1a oontt~~~Pla\ad • oracUt t o tho 

Chino .. Oo .. uwont ot ttoo,ooo,ooo. ot thl•• a oracUt 

tor sea-l PIII'PO•" to tho a.ount ot tao,ooo,ooo hu 

b- doo14ad ~ b7 thl.• ao.-t. ArNI:I(l ... nu tor 

oarlr &llooatl011 or the ""'-•• -17, $80, ooo,ooo, 

tor PIII'PO•" ot -Uzo7 protMUon and. anae-t u 

between -'-!'loan &n.4 Ch'n••• ~1 .. ere now 1n proooN 

1n o~utlon w1th tho II)JNPI'lato C~ttM• ot tM 

concr"•• 
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FOR l11E PltESS NOvrJIBEl! W , 1940 

STA"rn.!i:llf BY ::!! P!.?..S!DEIIf 

The dltoua~ions between the ~r1eac an~ the Chinese 
authorit.i et 1n the N.eld. of f'1na."''cia.l oooperat1on h&~ rrorreued . 
Tt~re 1a conta:~plated a credit to the Chlnetft Oovern&ent or 
3100, 000, 000 . or this ' & c r edit ror ,·er.eral pw-roaea to the 
&.QOUftt Of ,..50, 000, 000 haS been decided U!lOn by thh Govern:tent . 
Arronre~onts for early allocation of tho b6l ance, namoly i50 000 000 
tor purpoaea of ~~~notary protec-;ion anc.l ma.nasemont aa between ' " ' 
Ar.~rioan ~nd Chin~s~ currenci&s ~r-. now 1n proo~•• in oonaulta-
t ion wi th tha R.!)pr oprin t c Cotm.!i t tofle o~" th$ Concreu. 

,'he !Jacr otory of t:-tu 1're'\t.\u-~· •.till O.JJtJ'"o.~· kondar tore .. 
noon bol'ore o. .ioint sc~cion of ~nfi Scrvot., t;ornit.t ott on Banlcing 
and Currency ~nd th., House CoMoitttJc on ~oin:ar., , :.,irhta and 
~'navreo . At this t i o'o! , i1~ l"ill briw· to> thiiJS r •ttcnt;ion the 
proposed e xtonsion of 3 ~SO, OJO ,OOV atftht)l&~tlon ~rrRnr~~ont 
w1 t"t thn Centrnl D:ml: of China . 

The follovtin'"' i s the :.rxt; of a letter addr~tued to 
~he Pr otldent undor da~ o!' !tovftz-.ber 30, 1J40 by the l'ed:t ral 
Loan Adclnl atr~tor : 

"Doa.r ttr . I r•s iti~t : 

In connoetlon Y': i th the pu1·ohnfte of or 1tlol'l and 
atr atec lo mntorinls in our nattonn l doffJnac p1·o~ram, 

thn J.~to.lt: Hasorvo Coutl:l\ny , o. t~ubsldht ry ol'' the .tFC , 
1 a arrnnr int· to r o.ddi tiort1\l pu1·ol1uoa of ~ol r r Mii te , 
antimony tt.nd tin f r oo the : otion:tl .• ,.sO~'r'OI'll toln:!I1S• 
lion or"' Chi:tu to th·"J Yal u or .. co.ooo,ooo, to be 
dol1·1oro-d dur in!! ~:? r,nxt fv::1 ,' 'lD I'S •'= 11rlooo oar.:.· 
a , nturat.e .,..1 t il rurkct cor.•J1 ";ions r..a tf1, M""ta la art 

d.;,l1..vor~d. . 

:o •sd3t Chi:;· .. in r. t~:' .. ' h ... r 1 r -•out £'1rvu~.· 
ch.l p:robl·s;a , .. '-.c, ~~ror-:-!r::ort •,.,_._~ ht'!l "":.~oetd to

000 l rmd the '1overr.n.n .. or C!.!n.: "\!. '·"' ... U'.\OI.Al , ·0, 000, _ , 
t:·..o loans t.o bo ~U""~,·"!l~"' :t.l b;; r::• ~ r:trd Rc:.:'\k of Cni='-* 
l'..nd re ~ir'ld t t'.rou-; ·:-:-1 i'llri"s l l t- la co•41ltr y of t."o 
t'lotall oov-:r:~d o:• :h·.~ to.':.o·t· a· t n'l' tJ oontrn=~• · 

It 1 contcm· 1"' -:c'i :· .tt.t •.tebura '"mta on the loa.n 
will bo ma~o in eo~pork~io.o \.1t.h 1\ r lfH'rJG mto.tlv" or tho 

S t Of th,.. T"r or:.sur •· ir. cormootlon w1 th furth'>r 
oor u nry • • <# • llk tt..~ount 

o.aah t "nco to Chin\\ by tho 'Tr catur;' oJ • ,, ' 
thuB providlnr. Chin~ with t\ddi tlonU or "dita ln this 
country &t thi3 tioo of ~1 00 ,000,~. 

y will b·) i nt.ert~l~td to lc.no•.t that Chlntl is \I to to 
ou f \·.ood oU And. t 1n to tho 

hor aohodule in clclivorlc~ o '"" t." d she h E:~a.l::in.J: p&ymi'inta 
Unl t ed Gtntes throur:h "¥>1'li r.l t l 0 ocrltll taont tO aiJll ua 
on pr e·tioua lo~ aado ·~a.ins ,or 
thoao eaaantial &&.~.,ri&la . 

Stnceroly youra , 
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NOVDIBER 30, 1940 

the diac~,anion.a between tho Anerlcan an<! the Chinese 
a\lthorlt1oa in the field of' fina.'\clal oooperatlon haq rrop-eaaed . 
tt.ere 11 contemplated a credit to the Chinen Oovernaent of 
$100,000,000. Of this , a credit tor r,eneral pur~OIII to tho 
amount or J60,000,000 has bee."l decided upon by thh Government . 
Arrt\n~emonte for oa.rly allocation of tho bala.nco, namely, ,50,000 ,000 , 
tor pur poses ot oonetary protection and mnna,;e=ent &I between 
~rlo~n and Chlnoce curr encies are now ln procoa1 ln oonaulta· 
t1on with the appropriate Cow~ittolle of tho ConGroaa . 

The Secrotary or tho T rOAtlUl'Y •d. 11 AJJ~O&l' it:onday for e­
noon before a joint so8&ion of tho Sen&to Co~ittoo on Blnklnt 
o.nd Cwronoy And th") House co .. mdttoe on ~oln~t.r.o , ·.1ttlt;.hts e.nd 
Uo~aurea . At this tim$ , he ~~11 brins to their &ttcn~lon the 
proposed ex-to:uion of d ;50,000, 000 atf\b1lhat1on a.rrtmr.mont 
with th• Central nan~ of Cbino . 

The followin"! 16 the trx~~ or a letter &ddreaaod to 
tho Pr elldent under dal;e of t.ov'l:..ber 30, 1 \)40 by the federal 
Losn A~1n1atr~tor: 

''Dot.r Ltr. frea ident : 

In oonnoction Y:ith thn puJ.•ohaae of or it1cal o.nd 
atra.torio utcl'inls in our nationo.l dofonao pror.r&tn , 
tho l!otal4 Hesorvo Coutptmy, o subsidiary or the ttFC , 
1a o.rro.nr.ln~ 1'or o.dd.itional pul·ohuus or wolfrMiito , 
antimony Md tin from the 'hatlono..l raiiOUTOOI Commit · 
lion of Chir..n to the valu-l Qf -vGO, OOO ,OOO, to be 
dolivorgd dul'ill~ tho :lf:Xt few ~narS ft.t vriOOO OCMn­
aOnlurt.tO with o1rkot col\d1._1ona 0.1 th., Mtall a.re 

doli<rored . 

!o eas1st Chi~n tn no~tlr~· h~r r r c1ont tlnan-
oit.l probl·ll:lS , ";ho Sxrort-ln~ort Fv.\: hl\1 a-;~ood to 
l ~nd tho Oover~nt of Chirte ~~ &dJlt\onal ~~0,000,000, 
t!\e loa.'\1 to be -u'\ro.nte•ld bJ tit~ Centr"l knk or Chl!!.a 
t.nd ro~lr,_,d tl".rou,-h C-:oll-nri es ln t.!'\11 OO..lfttry or t.ho 
aotala covct :.d b!' th:: e:~.X)'IL , ••. ro,·r'ld to oontraota . 

It h cont<X~i•l"tcd t'.nt , 1aburo:~mnta on tho Joan 
will bo udo in coopora~ion v.l th a npr na•nt.nt 11f3 or the 
Soorutnry of th'J troflsll a·~ - 1r. ooru,aot1on with rurthor 
Q.llht.Anoo t\l Ch\no. by tho 'I'r co.aur:/ or ll Uku AIIIOUnt , 
thuo providine; ChinA. "dth (4ddi t lon.u Ol't~d1t• 1n thta 
country e.t this tio"l of' ,:,1oo,ooo,ooo. 

You will b"J interes"etld to lcrtuw th"'t Chino. !,: ~~~to 
hor aohodule ln dolivcric~ of ~o: ~! ~~ ~~llG paym&nta 
Uni ttd Stntes throuch .ntcll. Jar.~ t 0 GI"D1 tz:t;ont to aoll ua 
on proviou.s loAM ado •r,•intt \Or o 
thoao eea61\t1al ,::at'!riale . 

Sincerely youre , 

J"..SSE H. JO~I&S" 
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FOR THE PKESS Illi.EDIA!S kl:I.5AS£ OOvntBER 30, 1940 

The discuaaiona between ttw Antrlcar. an~ the Chinese 
a uthort tS •• in the fi old of rtn&."''Cial oooperat1on ha•e rroue&sed . 
'U'Ar o la cont&r::~platod a cred it to the Chinen Goverr.mont or 
$100 ,000, 000. Of this , a credit for rono ral pur~oaea to the 
ltJfiO\U\t Of ~50,000,000 hAs been decided upon by thh Governm&nt . 
Arro.nj\ef!tont a for early allocation of the balance , namoly , $.50 ,000 ,000 , 
for purpoaet or oonetary protection; ancl management aa between 
Amor ioan and Chineao ourr~ncies are now in proue11 in consulta-
tion wi th tho approprif\ te Co~m.ll.ttoos or tho Concroaa . 

The .Oecr etary of tho Treasury \till rt.p~1u· ll.ondt.y tore­
noon before a joint seseion of the SonAto ~onnit toe on Ban~ins 
a.nd Currency and th"' Houo e Cot.U'!Iittoo on Cotn•co , :,,t ,.h.t.s and 
~'Raures . At this t ime , he wi l l brins to th4ir attontion the 
proposed extonaion of n ;50,000 ,000 at~b111tat1on arrftnroment 
with thn Central Dan~ of China . 

?he followin• 1 s the ';,.x ... or ' letter add.r &ued to 
the rrelldent u:1der dt.~e of l.ov,a,;.h~r 3V, 1Jo10 by 4;he Federal 
Loan A~inistrator: 

"Dear Hr . r rosit~ent. : 

In connection l';ith tho put·chnao or or iticftl and 
atrater-io ~ttn·inls 11: our rotiona l dofonao pror,ra.m, 
the l~ntals Hecor va Com1 .. Aa)', a subsi diary of' tk.e ltFC , 
1a mrranr,i~ l'or o.ddi t ion•'l pu•·ohal\ll of v.-olfr&r~ite , 
a.nthxmy ta.nd tin f ro::s the : e.tionc:U :.eiO\trcna C01n:nie · 
tion or Chinn to th~ ~alu of vCO,OOO ,OUO, to be 
dol1vorod durin~ tho n!:trl rew r'l'••·• u.t priceo coa­
D,nturate with n3rkct cond1~1ona at t~? ~tala are 
d.olhored. 

~0 asalst Chi~b in "~dtl~· h~r r rcaont tinan· 
o1&1 ;robl ·.at , t.'lo 'Sxport- In; ort Dftr.k hAl 0.\t'Co~o 000 
l '>nd tho ljo•er~nt of Chiru:. ~"1 r.c!dit.lonf\1 "'!>()' • • 
tho loans to be ::u-u-c.nto~d b:i th., Cent.ral 1*\k or thi!l.l. 
~d ro~1rad throU-~ dnll~ries in t~la oountry of tho 
mots.h oover:td by th3 a.bo V11 ,·,.fo,·r ot to oontrocta . 

I t 1a oontcmpl a tcd :hat 'Jleburraw·mta on tho loan 
will be ~r~ado in cooperat ion v.1t:l ll r ?prna1nt6tiV;t ,;..r tho 
Soor<Jtnry or ";ho 'I'r oasllr y i n Q.OJUliOtion with fur 0~ 
O.lliltt\noo to Chlnl\ by tho ) TOtliUr;t of I. \1kfJ 1111:~~ • 
thu4 provldtnr. Ch1M. with hddi tionAl or , d1tl in s 
count r y at this tioo of ~loo,uoo ,ooo. 

Y 'lldll b~ intereat.ld to ktl~- th•t China is u.- to 
ou ,. od oll 1uv t 1-n to tho 

hor aohodule in dol1va rica 0£ ~4 la ~kin; ~~nta 
ontt•d S tates throu~h -.tl.l t:b ":t."O: ~~taent to ae ll 1.11 
on pr evioua lof'M ~do e.r,aint .. h-t 
theao ••• antial ~&t~ri&le . 

Sineeroly yooJra , 

J":.SS~ !! • JCll!lS • 
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H.!' .Jr: 

s~mner 

\•lelles : 

l~ . •• .Jr : 

II : 

H. '· . Jr: 

· ... ~: 

. , .. . . Jr: 

"' " • 

P. ., '.Jr: 

" · .. . 

t; •••• Jr: 

::: 

H.·· .Jr: 

T.r • ... 

II: 

o: 

Hello. 

Hello, Henry. 

Yes , Sumner. 

lloveaber }0, l94o 
12:17 p. m. 

I n accordance lrl. th our "l!l'eenent, the stetenent 
in the form that you and I agreed uoon has just 

been sent over to t he ~lh:l te House. · 

~londerful. 

So I t hink t hat tP~es Ol\re ot it for t he conent. 
You don ' t want me to send you a oo~y- you r.ave 
the text there • 

I have t hose - 1n two oieoeo . 

All right. 

1ilell, let ' s leave it t hough unl eoe we hear from 
the President I t ake 1t it iA 0 . K. 
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\fell , I t h ink Hr. Hull 1S nol'l talking with him 
on t he tele~hone, but you may Wl\nt to check with 
t he Presi dent yourself . 

No , no. ll'ha t about l!r . !!ull goo ng up with me !!onday't 

I only telked to him in a or el1m1nary w~y, Henry. 
I • ve got these - about f ifteen by nou - ~eople 
waiting to see me and I only told bin t hat you 
wanted .... . 

All cash custooers? 

(Laughs). I don't do the s~~e kind or businese, 
unfortunately, that you do. 

I ' m perfectly willing not to do it and leave it 
all to Jesse. 

(Laughs l. 

All right. '!'hank you . 

All right, !!enry. Good-bye. 
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Novombor 30th, 1940. 

Dear JAr. llorgenthou: Ro : Aeropleno J.lotora. 

•• have on t1110 or three occ.aa1ona cUecuaaed the subJect 

ot t he II&Jiutacturo in Cana4a ot aoropleno o"81Aoo. You have oxprooae4 

tho thought that wo woul4 be well a4viae4 to W>liortalto aubatant1ol 

production ot aeroplane engine• here, U4 have autbor1ze4 our entry 

into nasotiationa with tbe Pratt an4 Whitney Company to that oDd. 

At our lest 1110oting I explained tbat ,., wore baviD;! 801118 

d1tf1oulty in obtaining tbo co-oporetion or Ueoara. Pratt an4 Wbitnoy, 

an4 aaked tor and obtained your vorbol oonaont to oponlll8 nesotiationo 

w1 th tho Wright Aoroneuticol corp. In eubaeq~ent contareneea, both 

Pratt a: Whitney and wright have expr.,oo4 tb0111aa1Toa as entirely willing 

to aaaiat 1n a canadian ontorprioo, but botb request that llr. lilu4on 

be ultod to a4visa tbe or bia conourrance in our project. 

Olldor date ot No.,.bor 18th, our llr. 1. B. C&r""oll, Liaiaon 

Otrioor at Wo.abington, col lad on llr. lilll4oan. JollOWiD;! 1a !lr.C&rawall' a 

• I explained to llr. Knudoan, 

1 . That our fighting plano angi.noo uP until a tew montba 
aso bad boon ceiling trom Englen4 • 

2. That DOWn 11118t look to tho U.S.A. tor our oupply. 
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• S. '!'hat Kr. llorgentbau ha4 8\10otod it •a tiu that Conada 
SOt started On produo1ag bOrHpo .. r in her OWil COillltey, 

" · 'l'bat we had o.amd J'ord ot C&.Doda to 1nnat1,gato tho 
poao1bilit1oa &114 that tho Cana41&11 Gooernmoat had 
approved ot tho aeooooaey o>polld1turoo. 

~ • That we wollld like to have toxmal author! ty to diaouoo 
tho .. ttor with Pratt & Whitney alld/or Cllrt1o Wright. 

Kr • .I!:D.Ildan• s I.Ditediato roaot1on waa that an Olll!1no plant 
111 C&llada, otart1"1! up at th1o tlmo, .,1114 be a groat ala(ako. Ho 
1notanoed all tho other uw allg1Jlo planta atart1"1! at th1o - ti .. , 
J'ord, Paciard, AlliaOJl , StUI!.obakar, Buick, together with largo •XP&D­
a1ona ot Pratt & Whitney, Cllrt1o Wright, o\o., all ot 11hieh wore Mk1Jlg 
U.Oat hcpeloas dotlaiida on tho Meh111o-tool situation. Ho woo quito 
traJlll: in atatiag t hat ton llill1oa dollare 110rth ot •cb1118 toola collld 
~ be touad tor C&.Dada at th1a u ... 

B• auggootad, 

(a) 'l'bat tho subject be shelved AOW al1d r ... 1o.,.d again 11haa the 
•chino tool aauauon wu loll oboouro. 

(b) That 1n tho moant1M C&.Dada prepare a OOliiJ)loto otat-nt ot 
her torward raquiramaata in anginea al1d that those be added 
to tho reeaat British proeremme ot aon:o 12, 000 planes &114 
:30,000 engines wb1oh had juat been approved. • 

Tho position ot tho canadian GonriiJIIInt baa bean rOYiowd in tho 

118ht ot tho toroso1,ag. n 1s obvioua that Ill'. ll)ludua tools that thoro 

will bo l ou otre1n placed on United. Statu ongi,no aituat1on by their 

turn1ah1ng uo with our ongilla raqllirU.nto ot United l!'atoa ll&llutacturo, 

rather than by pormitt1"1! ua t o ontor t ho Un1tod Statu •oh1ne tool 

market tor oorta1n ot our 11Boh1ae tool roqlli..-enta tor oagino product1oJl, 

l!o han no objooti~n to toll owing this procedure, pro'fided • • can ba 

reasonably aaaurad ot purohao1ng our engine requiro~Mnte 1n Un1ted Statu. 

011 tho other hand, th1a ao.ornmont baa o.pproTed an appropriation 

ot t1tty 111111on dollar• to oovor t ho oopital ooat and .,rldlll! capital 
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1J1Toln4 1JI tlae ooutr.aet1oa of •"&1M -itT 1J1 cu.4a, h t.el tloat 

n ohoul4 aot bol4 baot 1JI tbe -.tt.r ot -.till& a O&u41u oontr1but1oa w 
lll4!1Jie pro41aot1on, altbouah ~uollallr I aa 1Jiol1»4 to acr-• wUb Jtr, 

ec..-J.oall7 h<la 1lll1 ted SUtea pr04...,t1on preMI1\lr u4 1JI tbe tlltve, 

cnr11111 t o \be - larger u.s. aeroplane cgine 1114uetrr &114 tbe 41nr.1\7 

Jlo 4ollbt 70U will be 41aCUU1JI& 0111' problai w1 tb Jtr, Dm4MII. 

I ·nu greatl7 eppreo1ate rour &4Y1oe u to hoe n ou beat obt&111 0111' 

aoroplue e~~&U.o, noe tbet wo aro oooapletelr cut ott trOll Br1Uoh OUPPlr• 

I 1atc4 to llllln wl.tblJI the aoxt t.w 4&7o tor tbe 11111te4 n..pa 

1J1 or4er to beUer oo-or41D&te C&lla41u production wl.tb Br1 Utb req.u.r-h. 

I loot torwar4 to a MOUII& witb rou 011 a:t retura. 

W1tb t1a4 ~raollal regardo, 

H1111r7 llorpatbau, :leq. , 
socrnarr to tile Trea0111'7, 
·~-. o.c., u.s.A. 

TOlll'l trul7, 
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Joveaber 30, 1940 

To: !be SecretAry 

l'rom: )(r. Young 

Ro,: .illocat1on of Extra .Urcrllft Copi\Ci ty. 

lor oome time the Lial .. n Co,_l.ttoo heo bHn rocolYlag vgent 
requooto !ro1:1 for eign neutral countrieo triondl7 to the 11D1ted 
Stateo tor tho purchaae o! alrcratt and aircratt oag1noo. 'Phose 
requeoto hl\n been pr1nc1pally !rom South Allor1ca and Chlne. 11hen 
the Detenoe Commioo1on allocated aircraft capnc1ty up through 
April, 1942, it made no provio1on tor tho allocation ot production 
for foreign countr1eo othar than t he Brit1ob and the Du.tcb with 
tho exception or ouch foreign ordere ae wore already on tho books. 
It obould alto be noted that there it coneidorable foreign buo1neoo 
for cOCIIIIOrc1al &ircre.ft ae voll ·~ tor military &ircratt • 

. l.t the preoent Uae roqueota ara pond1~~g from .l.rsontina, Chile, 
!rAcil, TeMIUelA, Colo•b1a. Uru.t;UllT, Nexico, ChinA, Greece, 'l"u.rke7, 
Philippine Iolande, P1Dl&nd, Sweden, and Portl!lgal for alrcrllft and 
&ircrllft perto or acceeoorieo. J. good deal ot thoUflht hal been 
siYen to the r ... 1b1li ty of arr&ag1Dg to lr»ep • oaoll &IIOU!lt or 
production cepac1t7 ava11Able tor foreign ordere llhi cb lli&ht be 
epproved 'by the United Stateo J.4Jo1niotrat1on, 

'rho tbouc;ht in aind '"" that a • insle typo alrplone of each 
kind obould be oelected ae a ot&ndard .odol and thet any toreip 
p11rchaeer vould hen t o accept tbb 110del or SO without. Jl>r 
inotNW:o, t here could be a &eneral. PIU'l>O•• puroult ohlp, a general 
purpooe 11&ht or 101diua boabor, and a ot&ndard primary and edY&IlCed 
trAiner , all or llhicb would repreoent 110dole llh1ch hod b11n ill pro• 
duot1on n.nd tor ..tdcb the neceooary toolo, JiG I, d1oo, and fixtureo 
are av&1bblo, but 110delo vhicb would be obcrtly eupereeded b;r more 
adTI\IlCed t )'!>ll. 

!bh plan would eatiof)' tho State DepArtMnt !rom the point ot 
viev ot aidiac roro1.4J> poliCJ. It would al.oo tend to aat1ofy the 
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the Wo.r e.a4 I~ l)epan•uh 'beceuo b1 the uo ot ob.ol .. c ... t 
t1P .. tho a111tC'7 -ral"" ot the pluu nl ... M wo-o.ld bo t. .. nM 
-"' 1t wollld eathf,. the -...uf.ctll!'uo b1 proo.nlac forollll cood' 
vlll alroiMI:r ootalllhhed, !boo - pl&D collld 'bo 11ppllod to pro­
ducUou ot co ..... olal ahipo. 

i.n .ctual oDIIplo ot hoY thh plan wollld wort h&a alroiMI:r 
donloped. Tho O....tloo Wright CorporaUou hoo CiTou uotlco that 
100 addl Uoll&l J'-40 pla~~~o, OYor e.a4 o.'bo ... or4o.ro alro~M~:r placod, 
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Cloll be dollYerM 1A .TUlle, .T'0.17, e.a4 """""t of lKl, o.D4 that probo.bl)' 
Mother 114 J'-401 o .,... 'bo doliTorM ill the tall ot 11141. !hlo extra 
prodlletiou hao blloll llllde pooo.lbb throucl> the uo ot ... , prodlletiou 
•thodo o.D4 h bauficial to tho uautaotlll'w 1A tho\ 1t vlll tell4 
to o.boorb tha t~~pu1JI« ott of producUou u ,..., 110dolo aro 'bro"QCht 
luto productlou. 

I vroto a lottor to Aaolotlollt SocrltC'7 ot State Borlo ou 
llo ... al>or 15th collCel"l>i~~g thh oltutiou u the Lialoon eo-tttoe 
had boou hard preoaed 'bJ tho Stato l)epart•nt to do o ... thiDc 1A 
the ~ ot fi1141D& aircraft tor Chi,.., Grooco, -"' South .&Mrica. 
llr. l!orlo rtiPlild ou lfonal>er 22u4 vith tho "'""otlon that ho vollld 
like to ooo tho P-40'• allDcatod ao followol 

30 to Groece 
60 to ChiAa 
20 to !Urkoy or Greece 
10 to Dutch Illdieo or Chiua 
40 to LaUu Aaerica 
llalaDco vollld go to the llrlthh. 

I ha ... talli:M ill a geural YaJ vi th tho WaahiDCtoll ropro11ut~ 
tboo of Douglu, Locl<l>oad. lloolll(, MutiA, Jorth AIMrlCioll, e.a4 CurUoo 
Wright coucorlliAc the foaaibilUJ troa a pro4ucUou pout ot YltY of 
tho pl&D oull1Aa4 al>oTo. .All of thoao aaautaotlll'oro ogroo tb&t it h 
pr.cUcal IIDd """ bo vorli:M out vl thou\ azq ~Uclllar 1Atortorouco 
to tho procb>cUou procr- aa ootal>llobed by t iM Dotollll eo.maoiou. 

Out ditfioul \7 vollld arho, ho.,...ar, if tho aauutactlll'or could 
uot got a tir• coaJ.\Mut troa the foroilll pll!'cbeoor 1A tiM to p=­
chaao aatarlelo at the - u- that tho •torialo vo.ro purchaoK 
for producUoD ot jnq, I&TJ, o.D4 l!ritlah ordero. 1D roch iDOtlollcto, 
1t alsbt bo pooo.lblo for the UDitod Stat .. GoTorUMut to ••- tho 
tluauclal rhlt: UDtil nch fira ordero collld bo eocurod, or poooibly 
the jnq or 1~ aight be porouadM to tolat OTor a certaiA uUIIbor ot 
e:rtra ahlpo 'IIIIich could be raloaoM tor aalo troa nrplu atoclt:o at 

tho orig1Del coot prico. 

Regraded Uclassified



- 3 -

!!'he OvUu 'ifr'1d>t Corporation hao bM11 YV7 uxiou t o han 
tho t1rot 100 ot \he e:rtra P-40 1 o defWtd-7 olloca tM 1-dlatel.)O 
ao that Mt.r1olo MoT be ordered and production oo11U11Ud vtthout 
1nterrupUon. Y1 \h reopect to the alloeaUon ot pl.,.., to tho .. 
eountritt which need th .. 1-41atel7. tuoh at OrM oe, 1t hat boon 
propoted that t he Br1tioh or tho UDited Stet•• deter current dol1Y­
er1oo &nd tubtt1tute del1Yor1eo troa theoe extra P-40'• non ~r. 
In the can ot or .. ce, the Bri Uoh Purchu1nc Ooaho1oa it nov 
-it111l: 111etructiono troa LoD4on with reopect to thit •ttor. 

It 1t 1l7 UDderotudl.ug that the State I>opartMnt hao told the 
Greek M1nhter that he could ha'rO toM ot the P-40 p~o, and t.bat 
the State I>opertaat hao alto told \ho Ch1.u oo that proballl7 eo• 
ot theoe P-40 ' • CO'Cild be -..da ....-a14ble to thea. llleotar ao I kDDv, 
nothiJ>& hal be en oaid b7 the Sto.to DopartMIIt to the other co=trho 
lhtod eonearai"C thh .,.ttor. I o.drtaed both tho Graoka and the 
Chinoll that I d1d not lalov W&n t heoo planoo conld be aado an.il­
ablo &nd sa'rO \he l.llpre .. 1on opoc1t1c&ll;r that the vbolo daal vao 
110t u certain at t he Stat e llep&rtMnt .... .,_ to 1D41cate. 

~-
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COlll'lllD!LU. JQII totll 11D'!IIIIIA!IOlr 

!or !boo S.crettu7 

J'roal Mr. ToW>g 

lor Priori tieo 

In 6CCOr4AIIco with 1"'111' clirooHon at tho Staff Meetlag, 
I aoked Don lloloon to ~:he • · oo thAt I could ohov 1t to 
10u, a cop7 of bio reco-1141\tion to tho Preoidont ~foro it 
1o otticiall7 oubllli tted conriDf: propooed t re11tmont of fore ip 
prioritiea, 

Mr. lloleon .. 14 that be would be glad to do thh, but 
ae a prooaut1ollftl7 M &II1D'e 1t ait;ht be vhe to aalt Mr. Mcle711olda 
to koep a chock on Mr. lleloon to ••• that bit roco-Ddation 1o 

not oubDit tod vi tbout. our ap1>r0Yal. 

Illc14ontall7, I vaa 111f<>rtM14 illdirect.l7 bat Dif:bt that 
Don llolaon 1a looldDf: ror a aan to • teko n or all toreip pur­
chaalDf: .ct1Yi t1eo', Alao that lleloOII e;q>eeta t o .,..,.. actin 
forei p purcb ... iDI: nept1et1o111 lea<ri!lll tho !roaOUTT 01>17 •• a 
fisuro head or o111li1111te it ct1ul7. 
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TREASURY DEPARTMENT 295 

TO 

,II 
S~re\~ Morcoot~ 

INTI.-..OP?ICIE COMMUNICATION 

.oo .. Mr. Cocbna CONFIDENTIAL 

bc1oUre4 o\erliJic t.--Uou of tho repor\iJic -....a wore aa foU...o: 

Sold to ao.oero1al aoncoru ••••....••••••••• '30.000 
Pu.rcbaee4 troa o~rcl.al conceru.. . . . . . . . • -

Opoo ark.Wt oh rlioc wa1 quo\14 a\ 4.04, u4 there wore no roporto4 tranoaatlou. 

!bo other currooc1oo alooo4 ao follawo: 

Oe•e••·• dollar 
lw1oo traao 
Soro41 oh CODa 
'b1ch .. arll: 
L1ra 
.a.rcooUno p110 (tree) 
~s111an •1lro1s (tree) 
lle:dcan p110 
Cv.baD pliO 

l'J.-1/tf, d11eow:t 
.2321 
.2386 
.~ 
.0605 
.236& 
.0601! 
.2070 
8-1!/tf, 411COWlt 

!he h4oral 'boorft BN111: of low T orll: cruto4 t ho Cn\ral BNIII: of J:l 8al.-.4or 
a thr-•ooth loao of $2!5,000 711tordq, oo\ti.Jic ao14o ao collateral $28, 436 1o col4 
froa tbo Sal.-.4oreu baDI<' 1 o-m4 aacOWit. !bo toto! of ouch loano DOW out­
o\&D4'nc ......,h to $872,000, oocure4 le' $975,1!ll 1D cold. 

lo IIIW C014 IJICICOIIID\1 wore reported. 

lo cold or oUTer pr1aoo wore reco1Te4 fro• Boabq to4q. 

• 
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SrcrEtc ry of &tnt£ , 

'Nnshington. 

4BB2 , Nov rmbtr 30 , l p .m. 

GRAY 

BErlin 

Dnttd Novtt~btr 30, 1940 

Rre•d 7:40 p .m. 
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ThE REiehsbank has announcEd that 1t wUl no lon.;tr 

purchasE notEs end coins of tht fonntrly L~dEptndtnt statts 

of Estonia, Latvia ar.1 Lithuani a btcaus t of tht impossi­

bil i t y of dispo~lng of then nor wlll 1t aec t pt ordErs for 

thE c9.lE of tht:•r currEnciEs. i!tpat~'. 'lt~oi GEnnan nationals 

from thESE eount:l.ES who arE still in posHssion of t hEn 

currEnCiEe art requirEd to cam:~tmicatE wi<;'• th< Dtutseh£ 

Un~i;!lungstrtuhand Gtss tllschaft , an organi zation for tbt 

protEction of tht financial i nt trtats of rtpatriattd 

Otnnana . 

Inform Trtaaury and connnEreE. 

IIOR:liS 
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November 30, 19~ 

KEY.OIWIDUll FOR THE SECRETARY: 

At taohed la a ~ report ot tbe projeote 

wb1ob bave been worked on 1n tbe D1v1a1on ot Tax 

Reeearonarur1ng November, 19~. 

Attaobaent 

/ 
, / 
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Kontbl:r Report on ProJecte 1n the 
D1v1a1on ot Tax Research 

Boveaber, l911o 

I. New proJeoh 

1. Tax-exe-ot eecur1t1ea 

8uggeeted dratta ot tour radio addreeaee 

on the eubJeot ot tax-exempt eecur1tiea 

were prepared. 

(Mr. Eoker-Rao~ , Mr. Atl.aa and Mr. Gordon)• 

2. Ineau1t1ee 1n the Tax 8yat em 

Material• were prepared indicating certain 

1nequi t1ee now ex1et1ng 1n the Federal tax 

e:ret em, together w1th example• ot the 

etteote ot theee 1nequ1t iea and their revenue 

e1gniticanoe. 

(Start aembera) 

3· Relief proviaiona ot the exoes e protita tax 

A etudJ ot how certain abnormalitiee 1n 

income and 1nveeted capital which ma)' cause 

inequit1ea ehould be treated under the relief 

pr ov1e1one ot the excess prot1ta tax 1a 1n 

prooeea. 

(Mr. Caapbell) 

W fereoae llete4 •• working on tbe d1tterent proJeote 
do not 1nolale tholl wbo aote4 largt l)' or exolueivel)' 
in a oonlllll u nc or rev111f1DB oapaoUr. I n general , thl 
pereon, 1f anr, aot 1vel)' 1n Gbai'B• of the proJect 1e 
l11te4 fll'lt. 
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4. ltlale and gift tax•• 

Oompulationa b&Te been prepared ehow­

ing how estate and gift taxes oan be 

aToided b7 d1etribut1ng propertr in 

certain proportion• b7 g1t1 and b7 

lranafer at death. (Mr. Ecker~c&, 

Mr. lUlls, Mr. Zoraoh and Mr. Copeland) 

5· jrt1ole for Treaeurz Bulletin 

An article tor poaa1ble publication 

1n the Treasury Bulletin analJ~1ng 

indiTidual income lax return• accord-

ing to the atatee in which t heJ are 

filed and the etatee of raeidence 

of the tilert of t he return• ie in 

proceea. (Kiea Corle) 

II. Qonlinu1ng proJect• 

1. War and exceae nrofite laxation 

(a) 4 a111orandua analrz1ng the probleme1n­

T01Ted 1n iapoting an exoeee protite lax 
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oa 1n41rtdaal proprhtorahl.pa all4 

partnerahl.pa and on oon-bua1neae 

11100 .. Of 1nd1T1dUala 18 ln DI'OOesa, 

(Mr. far1olett1 and Mr. Mille) 

(b) All analra1e ot apeo1al treataent 

afforded f1nano1al, peraonal aerTloe 

and publ1o ut111tr oompan1ea, the pro­

feaalona and agriculture under the 

World War and preaant exoeas prot1te 

taxea of t he United Stat ea, Great Br1ta1n, 

and Canada, h 1n prooeu. 

(llr. Hilla) 

(o) A report on the treatment of the lesuea 

ra1aed 1n the Agenda tor the Exoess Prorlte 

Tax Coamtttee under the War ReTenue Aote 

1a 1o final etagea of oomplet1on. 

(Mr. Eolter-Raor., Mr. Gordon, and )(lsa Welle) 

(d) Other pbaaea of the laeue• 1nT01Ted in var 

and exoeae protlte taxation, 1nclu41ng 

atudlea or amort1r.at1on and lnTentorr 

problema, analra1a or atat1et1oal 1nrormat1on 

relating to buaineee prorlte and fa1luree, and 

oone1derat1on ot methode of poaelble tax 
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aYoidanoe under the Exoeee Protita Tax 

Act or l94o, are continuing. 

(Statt members) 

2. Tax-exempt securit i es 

An estimate or outstanding tax-exempt securities 

as or June 30, l94o, ie in prooeee. 

(Mr. ~nnen) 

3· Income Tax Studv--W.P.A. 

The work or the Philadelphia project baa been 

diYided in the last fiYe months between con-

tinuanoe or the study or income tax returns in 

process since October 1938 and a special analyeie 

of et atietioe relevant to excess profits taxes. 

The special study is nov in process; the con­

tinuing etudy is in f inal atagea or completion. 

Additional text and table forme or the con­

tinuing etudy were reviewed. A etudy or invest­

ment praotioea ae reflected in eetate t ax returns 

is aleo in process. 

(Mr. Blough, Mr. Shere , a nd Miea Coyle) 

4. Undistributed Profi ts Tax 

A memorandu. 1a 1n process analy~ing !.n the light 

or iasuee raiaed by the undietributed profi te tax 
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the etatiatice aada a•ailable trom income 

tax returns and other eouroee. 

(Mr. Atlas and Mr. Copeland) 

5· Fluotuatione ot large inoomee 

An analyeia ot atatiatioal data relating to 

the fluctuati ons ot large incomes over a period 

ot yeare is in prooeee. In this connection, 

the publ~oation 'Million Dollar Incomea• by 

L. H. Parker will be reYiewed. 

(Hiae Coyle ) 

6. Tax on •alue added 

A memorandum is in p reparation analyzing the 

eoonom1o and adminietrative iseuee which would 

be involved it a val ue added t ax were imposed. 

(Mr. Farioletti) 

1· Foreign Taxes 
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(a) Memoranda on the lateet ohangee in British, 

Canadian and Auetralian i ncome, exosss protita, 

and other t axee are in p reparation. 

(Mr. Atlas and •tin Hughes) 

(b) In collaboration wi th the Division ot Monetary 

Research, a study ot the Haitian tisoal system 

1e in prooeae. 

(Min Welle) 

Regraded Uclassified
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S. A£Uclu 

\ 9· 

(a ) An article on problea1 ot Federal tax 

adminiatration tor the March 1940 i ssue 

ot the Annale ot the Amerioan Aoade!J ot 

Political and Social 8oienoe ie in 

preparati on. 

(Mr. Blough) 

(b) Article• treating on trend• and deTelopaenta 

1n the t1eld ot taxation during 19~ tor the 

Br itannioa Book ot the Year and the National 

Year Book are in prooeas. 

(Mr. Atlaa and Mise Welle) 

Traat~nt ot ahared taxea in Bureau ot the 
Ceneue Reports 

I n ooaplianoe with t he request trom the Bureau 

ot the Cenaua, a memorandum containing auggeationa 

aa to the treatment ot ehared ta.xea in Bureau ot 

the Census r eporta ia in preparation. 

(Mr. Mannen and Kiaa Vella) 

10. InTentorz ot tax nropoaala 

Co mpi lations ot propoaala t or r aising additional 

revenue and tor i mpr ovi ng t he t ax aratem have 

been prepared and are pending reTiew. 

(Mr. Zoraoh and Mr. Copeland) 

• 
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11. lDOO!! end eetatt t•!•llon 

Report• on the following eubJeote haYe not 

been aot1Yely proeeouted during the month: 

(l) Analye1e of the propoeal to allow oorporat1one 

with f1Ye or leu ehareholdere to be treated 

tor tax purpoeee ae partnereh1pe. 

(Mr. Kille) 

(2) D1etr1but1on ot tax-exe111pt eeourU1u by 

net 1nooae braokete with particular reterenoe 

to the holdings of euoh eeour1t1ee by pereone 

in high 1noome braokete. 

(K1ea Coyle) 

(3) Analya1e ot the problem• ot estate tax payment. 

(Mr. Mille) 

III. Routine Aes1gnmentl 

1. ReY1ew ot oubl1catione 

(a) The following publi oat1one were reYiewed 

during the aonth: 

(1) The page proof o f Preliminary Statietioe 

ot Income tor 1938. Part 2. (Mise Bugbee) 

(2) The corporation income, declared value 

exoeaa prot1te and detenee tax return 

tor 1940 - Forll 1120. 

(Mr. Eoker-Rao~ and M1e• Bugbee) 
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(3) The article on Federal receipts during 

the fiscal years 1933 to l94o prepared 

tor the Annual Report ot the Secretary 

tor the tiaoal year 19~1 . 

(Mr. Atlae and Mies Hughes ) 

(~) The galley proof ot the Annual Report 

ot the Commissioner ot Internal Revenue 

tor the t1acal year ended June 30, l94o. 

(Mr. Zoraoh) 

(5) The s t atistical release Statistics on 

Alcohol tor the tieoal year 194o. 

(Mr. Campbell) 

(6) Revi ew ot stati stical releasee on d ie­

t illed spiri ts and fermented malt liquors 

tor t he tisoal yeftr l94o. 

(Mr. Campbell) 

( 7) The J)Ort1on ot a study by the llat1onal 
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Bureau ot Economic Research , Ino., dealing 

with the Tr eaaury Department Ineoce Tax Study. 

(Kiss Coyle) 

(b) The following publication• are in process 

ot being r eviewed 

(l) The estate and gift tax aeot1ons ot 

Regraded Uclassified
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8tatis~iea ot Inco!t tor 1938, Part I. 

(X1ee Coyle and Mr. Mille) 

(2 ) !he report •concentration and compo&ition 

or Ind1Tidual Income& 1915-1937• prepared 

by the T ••• E. o. 

(lUes Coyle) 

(3) The report •study or t he Delaware State 

Inoome 'fax Yielda 1 by Walter c. Wilson. 

(X1es Coyle) 

(~) A memorandua euba1tted by B. E. Wyatt or 

the UniTeraity or Michigan, entitled 

1 'fhe Equitable Tax ProT1&1ona or the 

Pension Trust Plan in Comparison with 

the Group Annuity Plan.• (Mr. Mills) 

2. Stat1at1oe 

(a) In oonneotion with t he superTieion or the 

atatietieal vorlt or the Bureau or Internal 

ReTenue seTeral propoaala t or statletioal 

co~1lat1one vera exaained, including 

auggeated tabulations or eatate tax returns. 

(Xr. Blough, Xr. Shere, end Miss Ootle) 

(b) Admln1etrat1Te r eport• and etat1et1os or the 

Bureau or Internal ReTenue are graphed and 

oo-ented upon tor Mr. 8ull1Tan '• 1ntor•t1on. 

(llr. Oa~~pbell) 
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(o) Data relat1~ . u d1ttarent taxee, d1geete 

ot tax 1teae, and Oongreee1onal aot1•1tJ 

ot tax 1 teae ot 1ntereet to the D1Y111on 

are ourrentl1 prepared, 

(Btatt ••bere) 

3· OorratpOndenoe 

!he D1Y1a1on handled oorreepondenoe perta1n1Ag 

to tax -ttera. 

(Btatt aubera) 

Regraded Uclassified



No. 258 §I'l'UATION RllPORT 

W..I.D., ';1._0. 
Novomiler :JO, 1940. 
l2100 II. 

This military situation report is issued by the 111litary 
Intelligence Division, General Starr. In view or the occuional 
inclusion of political information and of opinion it ia olusitied 
u 1\eatricted. 

I. western Theater or 11ar. 

1. Air f'orce Operations. 

308 

F&irl;y intenae air fi&htina occurred over aouthautern 
Sniland clur1ng claTlieht on the 29th. Last night the GenDBD Air Fore• 
concentrated on the London area; accordinJ to British eat.imates :JOO 
bombers were employed, thair attacks centaring on rail and water cOC>­
munications. 

The R.A.F. last night attacked widespread objectives 
in northern and western Oennii!V in nonoal strength. 

II. Greek Theater of l'lar. 

The Greek otrensive has slowed down almost completel;y. No 
advance 1a claimed by either aide. Tha Italian Air Force continued 
heavy attacks on Greek columns and concMtrations. 

III. llediterranean and A!rican Theaters or War. 

No ground operations reported. Air activity along the 
llediterranean coast was stepped up notieeabl;y but is still on a 

ll.ad.ted seale. 
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IRITIIM UU.UIY, 

WAIMIIlCTOM , D.C. 

PERSONAL 
AND SECRET 

Dear wr . secretary , 

~Oth November 1940. 

I enclose herein for 

your per sonal and secret informa ­

tion a copy of the latest report 

received f r om London on the mili-

tary situation . 

The Honourable 

Believe me , 

Dear Mr. secretary , 

Very sincerely yours , 

Henry Uorgenthau, Jr., 

United states Treasury, 

Washington, D.C. 
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