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Iotti on 11411 uac at tho Whitt louoo 
with tho Pr11ident at 2130 P.M., Sun4q, 
December l, 1940, Concerning Order• Vbioh 
tho Britioh With t o Plaoo tor Airplaaoo, 
MW>i Uono and Shipe. 

Soorotaey Korcnthau, Mr. larJT White, ucl. Mr. Philip Young 
arriYocl. at tho White Bouoo about 2125 P .M. end vaitocl. until 
acl.mittocl. to tho Prooident at 2:48 P.M. Secretary Morcentbou 
introcl.ucocl. Me11ro . lfhlto encl. Young . !l'ho Preddent oaicl. ho h&cl. 
rocoincl. the Socrotar1'• letter with ita attached 1 Statuent ot 
the lotlaatecl. Yaluo ot Acl.cl.itional Otdero to 'be place d 'Gl1cl.or tho 

Air, Kuni Uono and Ship'bu1141ng Prol"M• roconU7 under 41o­
cuooion with the Adeiniotration1 rocoiYocl from t ho Britieh 

Purchaoing Commiooion. 

Tho Secre tary ,..&cl. trom hie copy ot tho oue otatomont oarine 
thAt the total Yaluo ot orcl.ero wbich the Britioh wanted to plooo 
uountocl to about two 'billion cl..ollaro and ro<tuirocl. capital innot­
aont ot about 700 aillion. In acl.clition, another 500 a illion 
dollaro voulcl. 'be roquirocl. ao a 25 por cent down pa)'aent on tho 
ordoro or a total of about $1 ,200,000 richt awar. 

Tho Proaident looked oYer tho otatomont o&ain and aaid that 
it waa tho capital in11tmont that vao tho thing. Socrot&JT 
Norconthau oald that he h&cl. another otat ... nt with hia eboving 
wbat tho Britioh oar t.ho:r ban tor aona7 and aloo wbat w think 
tbo7 baYo. Tho Socrotar7 handed it nor to tho Proddent wbo oaicl 

• reo, that'• tho thine I baYon't cot• . The Proaident aki ... d 
throuch thio o44itional otatomont wbiob had 'boon prepared 'b7 
Mr. White ancl. \bon throw it down on tho cloak and oaicl. 1 Woll, th17 
arert' t b\tat - there • 1 lot a or aon•:r there• . 

Mtor thicl<ing about H tor a aoaont, tho Proddent oaicl. that 

vo noodecl. capac1t7 to procl.uco, ancl., attor a little hllitaUon, 
acl.clocl. that tha Onittcl. Statoo ohoulcl. 'build tho planta. Tho Pr11ideat 

c1to4 tho o:ruoplo ot tho llaY7 anoor plaDt at Charlooton, South 
Carolina, •&Tine lt bad 'boon built in tho loot part ot 1917 ud 
coooplo\16. Juot 'botora tho Arm1o\1co. Havner , that plant bacl. not 

'be•• uoocl.; the aachiaoo wore put iD cr•••• &Del tho pl&Dt aaintainoo!. 
ao a ot&Dcl-'b7 capacit7 !or t wenty 71aro 'botoro it vao finall7 put 
into production juot a !ov 7taro qo. Tho Prooident oaicl. that 
thio capacit7 wbich voulcl. 'be aocett&JT tor Br itieh orcl.oro eboulcl. 
'be croa\14 b7 tho Oa.itocl Statoo ao otucl.-b7 CIIP&CH7 1t that ooulcl. 

be clone. 

1 
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Socro\ar,r Xorco~thau ozplai~od briotlr \ha\ a och ... ha4 
alroad.J' boon worl<od out l<nown &a \h.o Co~UM~\al Mo\oro pat\ora 
Whore \ho UWIJ' ~d Dotenoo Co..,holo~ hod cnUthd \o \he DC 
\hat oo wch capacitr vao oooenUal to •auonal :Dote~•• ~d 'llhoro 
tho RFO, in tv~. ha4 1'1~cod pl~t o>:p~lio~. Mr. ToUDg a44od 
that tho llrit1oh, hovonr, would PI¥ \hoir proportlona\o oharo 
of tho capital coot ao a wrchorco o~ tho ~it prioo . ':ho 
Prooidont oaid ho undorotood that ~d \ha t tho U~ito4 Sta\oo 
ohould pay the capital i~TIItao~\ . 

fho Socro\ar7 a.okod \ho Prooidont to write a chit o~ a pioco 
of paper or on \ho bottom of \ho otatoM~t llhich ho had before hu 
oo that \ho Socrotar,r could ohov it to Noooro. Stuoon, lnu4oo~, 
ad Jollll of.Ti.D& \hat United Statoo fund1 ohould bo u4o anUablo 
for th1o plont o>:pano1on. !ho Socrotar,r aokod Mr. Tounc 1t QTOM 

olao ohould be broucht in o~ that, an.d Mr. ToUDg ~ootad thot 
porhapo Socrotar,r l.noz ohould aloo bo conoultod bocauoo of tho 
ohipbu1141nc procru Which vao included l~ tho otataM~t. 

!ho Prolidont looked at tho otataMD\ acai~, but boforo b ... 
ci.~niq to write oaid ' !hero oro other \hiaco i~ hero--tho ohipo 
can bo dono on tho loan i4oa, 1 !ho Soorotar,r inte rrupted \ho 
Prooidont to ·~ that ho ha4 talked with .l4air al L~d about that 
and that L~d didD 1 t lU:o tho idea of loaoinc. !he Prolidont 
1n~uirod vh7 not and tho SocrotarJ ropliod tho\ ~d oaid \her 
vould bo of llO uoe to uo vbo~ tho war woo oTer o1 thor wore not 
tho typo which could be u1od. J'urthor, that lnoz had 1010 i4oao 
about What oucht to be dono. !he Prooident wrote a 1ta\oaont on 
tho bottoa of \ho nluo 1tatoao~t I&YiiiC that capital lDTIItlllnt 
for planoo and aunltiono ohould be aado &Tallable froa United Statoo 
fundo, !ho Socrotarr intorpooo4 tho ouccuuon that he ohould 111 
1110 !undo' ao ' Unit ed Statoo f~4•" a Lcbt -~ tho Prooldollt1 o 
ao~or. !ho Prooldont 1ald it lli&ht MOD QTthlac, ond \ho Socrotar,r 
oaid ' 'lhor aipt nick rou•. !ho Prolidont roplUd 'I hoTu' t cot 
&DTthlq loft to nick. ' !he Socrot ar,r added further , wl\h a chuckle, 
"Thor tried to nick • ' , but \ho Prooldont paooed oTor thlo roaarl< 
v1thout oo .. ollt. 

Concornlq tho ohip1, tho Prooldont oaid, a1 ho conUn'Ud 
writlq, \hot thor ohould bo two-third1 Ola11 A and one-third 
Olaoo ll oxplainlDc that tho Claoo A ohipo ,.. •• tho ouo that rou 
boupt br tho rard and that tho Olaoo I wore ohepo4 ohipo. !ha 
Pro1idont aoko4 tho Socrotarr &I to 'llhat kind tho llriti oh wor o 
cottinc ond how faot thor would co. Tho Soorotaq ono,..rod that 
thor wor o of tho boz- on4 typo with Soot oh boiloro u 1inc aachiMrr 
Which would llOt conflict w1 th Inez' 1oh1Mo. !ho Prooldont acain 
aoko4 how hot thor wore on4 the Socrotar,r replied O'fon I<Doh1 • 

2 

Regraded Uclassified



-a-

•rot tat\ t aoucl>1 , taid tilt Prui4eat . 1!bt T h&Yt cot t o bt 
taettr . !!ItT vill baYt to Ut tht .- .. chlllt1'7 lnlt cmt 4ow 
tbt tilt ot the Yttttl troa 7500 tone to 4500 to 4500 tone or 
.,., .. ltu. !bt J' aaot 4o 110rt tbaa 10 ltaott or tiler caa' t cet 
av~ ia tiae to &Yoid t l.nltli>c.• 

!bt Pr .. l4ent handed h h written oo-at onr to tbt 
Sa oratarr who looked at it and read 1\ alo\14. !bare vaa eoaa 
hatitatlon oYer the pbrat e 1Unlted Statat or4art 1 aa that aeaat 
the J.nq would place the ordart aad would probablr haYa to ban 
th t aonaJ' to 4o l t. Mr. YoWlS tdd that vat toaathl~~& aev at 
tht DC had put nP aontr onl.J' tor plaat t:r;paatloa aa4 not tor tha 
purahaat ot actnal lteat ln the patt. Mr. Whitt tald be 41d not 
lalov aa to 'tOhathar tha War DepartMn\ had tba aonaJ' or could 
ltcallJ' 4o lt 1t 1t 41d ban lt. Mr. Younc a44a4 that ba 4oubtad 
1t tht War DapartMnt baa the aontJ' uallabla. It vaa apparent, 
hoVI'far, troa th.a eo ... nh and the atUtu4et of the Pratl4aat 
that the Uaita4 Stataa ahoul4 plact the or4ert , the DC ahould 
tlnaaca the capital lllnt\Mnt aa4 that thn tha l.n41Yl4nal itaat 
voul4 ba t old t o tba BriUah on a unit baalt parable upon del1Yt1'7. 

!be Saore\&I'J' atke4 Mr. Vhita and Mr. YoWl& to wait o,.ttlde 
vhlla ha oav the Prtaident alone tor a aln,.tt. About tlYa 
aln,.ttt later, the Seeret&1'7 lett the Prati4ant an4 azplaine4 to 
Mettrt. White and Young that ha hat atl<ad the Pratldent alone 
vha thar ha rtallT vaated \bate Brit lah or4ert to ba pl aced or 
not. !be Prttl4ent had rtpllt d that ha did want tha or4ert 
placed. Jaoau.tt at the aviUnett vith vhlah thlt 4ec1tioa vas 
rtaahad and tha ueat raopoatlbllltJ' lAYOlYtd in C&r1'7ill& lt o,.t, 
Saara t&I'J' JCorctnthau. ttatad that Mr. IA,.daaa , Stertt&1'7 Jonat aad 
Saortt&I'J' Stiat on ahould bt cont ulttd iA or4t r that tha rtapona1-
billtr •l&ht bt ahartd an4 in or4er that t OM ll.nt at aeUon 
alp\ bt l'folnd. 
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Sunday, December l, 1940 
~ : on P . ~t . 
(At Secretary' s Home ) 

R:.: CH:Il:s:: LOAJl 

?:-csent : 

H. t~. Jr: 

' . 

? . ! . . Jr: 

GPe ton : 

H . t~ . Jr: 

Lr. O..eton 
~:r. Bel l 
t-:r. E'oley 
~r. \lht te 
Hr . Bernstein 
llr. Cochrl'n 

\olh1 te ~nd Young And I went do•m to see the 
Preeldent 1\bout wheth~r or no t tte ahould let 
the Engl1sh pl~c e 11ny mo re order•, lind the 
Pre•1dent reAd my me~ornndum on whllt t he asset s 
we rp and he e~id thft t I had aa1d right Along 
t ha t t hey h8d lo t n n f money. He eaid, "I vPnt 
Pddtt1onal recllltles butlt and lPt the Anoy 
order the etutt and let the English hA ve lt. • 
I got hlm to try to wrltl' Aomething t or me, 
e.nd t hls ls ~<h•t he writes : "Uee l!nlted Svtea 
!'.FC !'Undo tor nlAnt ~M>ltPl on United Stat es 
order s. • Shlos tvo thirds claes A, one th lrd 
class l' . He cloesn•t a11)n lt. So I say tht~ 
doesn't PPY it ! e t or thr EngliPh. So he ePyA , 
"Let t hem uae t;.ei r 11!1"fS1natlon . • You eee, 
tho Pr esident - and there is "'-Y '\llthority, nf t er 
ten m1nuten wtth hi m, to go qhePd nnd le t t he 
Engl iPh place another two mtlllon dol lnr• worth 
of order• . 

. !,:-e speed , lese tonnl'gl' . Th'lt ls ~n() tl'.er oat ter. 
I t h tr.k t hA t 1e Pll right . I think thP rtght vny 
to do t nle 1& tor Unite~ StAten to build all t hl' 
t~c111tlce And pl acP the orders and t hen sell t hp -
let t he Brlti~h pny f o r 11hat they ge t \/hen they 
get 1t. 

That le vn'tt he eey•. 

I t hink thAt le r1ght. 

Yes, but --

I! ' 
4 

f 
' 

I 
l 

·' • 

I 

, 

,I 
• 
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I 
i 
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Gaston: 

H.M.Jr: 

Gt~oton: 

H.M.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H.M.Jr: 

Fole)': 

H. M.Jr: 

~illite: 

Bell: 

- 2 -

But lt ie a good charter. leep the~ aimpl@. 

Yea, that la what he aaye , but what's Knudsen 
and the reAt or them going to oa)'T 

I don't know. This ie gener8l orders. 

I am going to let it cook until Tuesday. 

Well, they got out the etatement ve wanted and 
I called up Jesse Jones laet night and I eald,. 
"Yhy didn't you show me thAt letter or yours?• 
You people saw it, didn't you? He said, "Oh, I 
thought you sav it.• I asld, 1 No, I didn't 
aee it. • •vell,• he eaye, "I vee prett7 buey. • 
I eald, •wall, I eee )'OU want me to look after 
)'our fUnds.• He aaye, "That le what the President 
wanted.• He sa)'e, •I vae avtul busy.• So he aa)'e, 
"I aek you now, to look After money that I give.• 
I eald, •I think JOU might have aeked me.• •well, 
I vaa 11.vtul buay ,• he e8ya, 

That t hird pllragrllph ie Just what we tried to get 
out or the other one. 

Well, what Jesse Jones writes the President doesn't 
oom~it me, because I have no doubt that they cooked 
tt up between them end - but I got vhllt I wanted 
eo I have no kick coming. I can't complain. I 
can go before the ooamittee tomorrow and say I 
havt no commitment. 

I wonder lf ~ellea bad a co9y of that letter 
vhan ve were talking to h im. 

Well, what Welles said, he eaid, •r understand.• 

That aeeumea the thing baa been done. 

Vallee eaya, •I understand there ia a letter between 
Jonee and the President.• Isn't that what he said? 

He referred to a letter. I don't remember the 
teraaa. 

I don't lulow how he aaid 1t now. 

5 
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Sernotetn : I t hought he eata Jones was wr1t1ng a letter 
to t he President . 

H . :~ . Jr: Something 1\k.e t ha t. Any-.ray, they pulled a raat 
one , but I em all right. I don 't care. The 
Pree1dent go t hte hP~dl1ne~ . It will have the 
errect I ho~e they went . As t~r ne I eo concerned, 
ethically and morally, I am all in the clear. I 
osn go before t he committee and oey I made no 
co~mitment end I am hero to esk !or guidance. 

~~ston: This 1e a mere conte~\etion. This doesn 't b ind 
anybo~y . It says they have agreed to lend 50 
nill!on and it 1e conte~olated th~t the Treasury 
will give further &satet~nce . 

H. '·!. Jr: Does he uao the worlln "contemplated"? 

6 

~aston: Yes. "I t i, contem~lnte~ th~t diaburaeoente on t ho 
lo~>n will he ~de in coooer at1on with a re0reeen­
tat1ve or t he Secre tAry or the Tretleur:t 1n connection 
wt t h !Urthe~ assi A t~noe to China by the Treasury or 
n like Amount .• They have agreed to make a loen in 
cont emolation of an ~>rrangeoent with the Trensury -
t here are two things. They hAve agre~d to make ~ 

loan. They contempla t e n joint ouperv\sion. 

i! . :.~ . Jr : It says, •contemplated thnt cllsbu::-se:nente o r the loan 
will be made 1n coope ration with & re~resentstive or 
the Secret• ry o! the Tr easury \n connection with 
fur t he r esaibtnnce to Chine by the Treasury or e 
lU:e runount." The oon templa1:1on ie in the dis­
buree..'1ent. 

Gas ton: I k.nov, but that doeon 1 t b ind us or doesn't oay t he 
~reaaury is gotng to advance enythinc. 

H. M.Jr: But Herbert, ho:. can he bind me by writing the 
President or the United States? 

Bernstein : The only ~1sedvanta&e I eee ot 1t is 1t sounds ea 
though t here t s t he real dee l t here snd it ta all 
?resrr~tnged. 

That is what t hey WPnted. You don't th1nk that 
1a en aco\dent? 

Regraded Uclassified



'Jll I ta: 

Foley: 

ll . !I. Jr: 

H. 1~ . Jr: 

lh1 t o: 

H. I.Jr: 

Bell : 

t!. J.!. Jr: 

Oo.~ ton: 

Foley: 

H. M.Jr: 

But 1n your r elat1onsh1pe between t he co~1ttee 
and yourqelf , that 1e ~he 1moort~nt thing. 

Thte is the only sour note, he r e . 

Whll t? 

The relationshi p between you nnd t he commit tee is 
the only t hing a t stoke. 

Yee. 

Then you ore tn the ole11r. You didn ' t even see 
thst l~tter . They mi ght t~e uMbrage at the feet 
that you came down and by the time they came there 
you were already com~itted. 

In the first olaoe, I t olked to Hul l lest night and 
ostd, •Are you going to go up?" ~nd he said, "Yes.• 
So Hull is going up end I Pm a gr eet believer 1n 
precedent, so I •m going to let him talk first . Ro 
Hull i s going uo htm~elr. 

BtPnd on protocol? 

Yeo . This i s s oiece of slick book work. You 
know that . 

Yeo . 

Sur e . 

But thAt is all right. !low look. I have not lu>d 
my sleets todey, so I ao kind or - I am not 1n 
ve r y gooc shape, hAvi ng been down to see the 
Pree\dent. I had a few m1nutoe to talk with 
Harry. 'le have go t Soong coni ng here 'lt g :30 
t oni ght. Harry made the suggestion he t hought t he 
t 1mo to m~~e e deal with Soong we~ bef o re the 
t h i ng was accompliahed, you know a nd we are thinking 
o r sny1n& to Soong ton1ght , "liow look, how much 
money osn you gAt the pl'i w•te bAnks to put 1n and 
how muoh money can you put ln yourself," Md se.y to 
nlm, "Now al l or t heae mon tes will be used f1rst 
before the United State• St~bilizstion Fund money 
is used ," aee. 
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Before the A~ertcto.n money t s uoed, including the 
Export-Import Bank money. 

The Ch1neae eoney soee first. 

Only t he 5tab1li zat1on'money t1rat. Then the 
Ch1ne~e private banks, then the L~ort-IM?Qrt 
BIUlk runds ll.nd by then you M.ve got to.bout a 
hundred oill1on dollars bef ore you come to the 
Stab111Ls.tton Fund. 

l~t do you mean, dollar credits owned by Chinese 
banks? 

They have about ten million dollars, or at least 
they did have, I don' t know whet they have got 
nov. They had about ten million dollars. It wasn't 
sterling but at that tice it wee in tree sterling 
ane I assume i t 1a the 9Ace nov. It is equivalent 
to dollera but we will have to find that out, whlch 
they will put int o th1s and they - a couple or 
~onths ago he eatd t~t the pr ivate Ch1neee benke 
were prepared t o contribute - participate to the 
extent - I t hink it vae ton or twetve million 
dollars ond tf they put that in, tha t will be, 
let us say, t wenty million dollars, and they will 
uee that f irs t. It they need any dollars, they 
will resort to thoee ttret. Then the E~ort-
Import bank, they heve got 70 milli on dollar~ 
vh1ch they haven't yet used. Now, the a r rangement 
could be tM.t they vlll not resort to the Uni ted 
States Stabiltza t ton Fund ~oney r or any tunde thPt 
could be approortately met with the Export-Import 
Bank tun~ P, so thPt tr it is a case, t or examnle, 
there iP s d~nand ror dollPre because of t he import@, 
we wil l Ray, 0 \/ell, t he pl11ce to get that 1e out or 
t he Export-Import Bank Funds,• eo that you might 
end up with no t us ing t he Stabtlitat i cn Fund tor 
a long time. You mtght use a little of it bec11uee 
tt may not tell i n that second category, but you 
certslnly wouldn' t u~e l t very soon. 

You eaid they hadn' t ueed any or the t r 70, Harry. 

No, t be7 have promhed 50 and tha7 ban Juat got 25. 

You mean thi ll nev 50 t 

Regraded Uclassified



. ·.' 

. J , .. : 

. .~.. : 

• , !'": 

'l. : 

. ~~. ...... 

• c .. :"nn : 

- l 

Y"fl , nnd :!1F- nn,,• 2C, . :)) t ~ t~.t"~ 11f'lie th?se fun"'P 
"'nt! 1f thor:. fun lc • ro>P~ly CC'Ir'Jt""olleli , : t :!r'· 
t' "-: ::•JP dollP''~ t.·~l'\ Cc ~"""d f or .,.,ne t1.--;~ . I f 
"' 1,-,, .. , 1 C'l ""PPCfo - YOH ~~~ II l O t l)r ,PlVCt 1 1:1 
) :- IJ ..... 1'""'"''' lfl 

: t'htr.~ !.: .t,. "'t tot' 1 f.Altt.~~q~ lt U'~ t- ") ti1P"'i . :;e 
., .• t aP;r, ''.-.11 !"\.t: .t \Itt.~""'"' 11 

'"'''"" ! _.,'1 •: knou 
··.c · • • (-!" VQ~ ' ">'JlC. cr: t :.e EYn., rt-!""l")~!"t t r.nk t~ 
"'__.rP"' . 

'.t-!1, :-.c:rp :" .... £ tol"' -t· : ..... : T ,_ "';";. .... e cc:r.:!":'!.lf!!' 
? f .. 1t! .#'·,; :: s . 

1'\r. , :-,o .. :-.t-:· err:.': :..,·,,.. '• ./ 'l t~.rr "\""!'t:\Qn · ~c ... •:"' 
: .f"J Cf':"tr. !.nly r;,,_.lrlr. ' t \11'1~" :.: ..... .,"'- !"u:~~~ f ... - ! :1 -
r• _..., '!' \'·t><- ">:Ar""J")Il<t''" IHHl t .. f A')• !":> !" t P"";e "''J!'""V)f"'c; 
~rl f~':" "X~l')!" : c . ':',i. 0 ?~.1· U:""":0"'~ for \.~ . tc'-: ti':.t?J 
f'l!•'""tl1 u~e C'"'01": ... l -;')V' ~n~R . .. n.., thorP P~,,J1a br 
!""Pat!"ic'tc:! - ";nP ?!"l'l 1:~"'1·1 n" C"" H .. -~1 M')\:P"'lPn':f! 
t "t ~ .. -,Jl::l :;"'f.P .,lncE .,1'"."'11 br ,.Pry fc, ,• - cl-:-:·1,,. 

9 

... r t :~ S-:'"b~l\.?nt\on l=',lnr4 ~"n<' "'"\!' ";hn-t; thQ;:r urc \. • 
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... _ ro ~:. -~ ... -l (Laughter) 

I 1l .. k£-<! ,.:~ .... •,·pntr ";""! _f'J t-. C;~lnA nnd l cok 'l ~ter lt 
"n~ hn!'"r:-' Ju:!loed ~~ "c: PlliOPt ~·nocked :nP c!f o y 
fcPt . I ha v e t·J"rnP ~ :d.UI :1?wn, t. .• l'ltJ~h . P.e liA.A 
scrtou~ . 

y,., ... eren 't h ero >'hPn I rP co'l!r>t>nded O'yijelt. 
r~c~~~t>n~ed you when you were Pround. 

I 
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Sa7, l1eten, 1! anybody 1ft ~oing to get out trom 
under the yoke, it 1e going to be me. \(e will all 
at1ok and die together. Ser1ouely, who - -

"I don't know or a better man,• ea1d he modeetly, 
"but 1! I can't go, we will try to think or 
somebody elae. • 

There are tour different kinde or Chinese ourreno7 
and he wanted to make it look aa difficult ae 
poae1ble. 

Berns tein: We will aee 1! we can't work out eometh1ng about 1t. 

White : There are a few mo re a ngl ea about it. 

Foley: We will tlx 70u. 

t/bi te: Think or a hundred tltty m1ll1on al1pp1ng through 
7our t1ngere that way. 

Bell: There 1e a tellow here in town, or I think he 1e 
1n town, who wae formerly Auditor ~eneral tor the 
Philippines tor severa l years, and then he went to 
China an~ went 1n bua1neea end wae there about 20 
eome years and, ot course, hie bua1neee blew up 
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and he 1e just back here. He was over to eee me not 
very long ago. Maok aent him over. He wanted a Job. 

Oaeton: That 1e Kurphy'e man. 

H.M.Jr: He ie the fellow that tried to get a Job with me. 

Oaaton : 

H.M.Jr: 

Bell: 

H.M.:r: 

Bell: 

H.M.Jr: 

Yea. I can't think or hie nu e. That 18 the eame 
IUJI. 

He taught accounting in IndianA or Michigan or 
eome place. 

You're not thinking ot French? 

The fellow that I mean, two yenre ago was the 
Minister or F1nanoetbr the Ph111pp1nea. 

Jonee? 

Yee. 
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He 1e over ln the Budget , Heed or the Fiscal 
Di vi s ion. 

Th11 t i ll the fello~< I mean , JoneA. 

No , thi s ls enothe r fellow . I hav~ go t his f i l e 
down t here . 

I s Jones wi t h t he Budge t ? 

Yeo, he hliP ;sone ove r , I unders t And, to be in 
c~fl~ge o f the Fi s cAl Olvlel on. 

H')w good n !lien 1P t hle V.Prt1n llicholeon that lfe 
hA ve l n ShAnghel? 

"h no. 

This is e nr e t t¥ techn lcnl job. 

He t s - -

J ust ~ Cust oms men? 

I 11oul dn ' t say t h• t , but l'le 1e too mixed up with 
t oo many neopl c . './hen lt CO'!lee t o sitting on 
150 mi llion do l l e r a .. . . 

How obout Snl rley, ?An? 

He Youldn 1 t do b8d , would he ? 

::o. 

&?n ' t you thln~ JO~ could l nRl Rt on K. P. Chen Pe 
b eln6 one or the grou0 ? 

I 11ould rat her send r~Pn !!11tes . 

~h•t cer t Ai nly 1• P ~od ~nmebAck. 

He mu• t be a le~yer . I s thnt okAy? 

ell : ThAt ls ok11y. 

• 

1.1. 

r 
: 
' 

I 

' 
I 

I 
K. P. Ch~n could be Among the group. Tha t would be 

• ...., . I' 
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H . l~. Jr: 

Bell: 
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Bell: 
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Whi te: 

!I,II, Jr: 

White: 
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helotul becauee I don't think they will pick them 
unleee someth ing or that kind ia done. 

Well, we can think about it. 

How about Archie? 

I thought about that. 

Archie i s tied up t or thr ee more years , isn't he? 

Let him stay on hie pa yroll and go over and I wil l 
uee bim. We couldn 't get, anybody better. 

12 

He ought to have that Job. He doesn't need to atay 
here and eell Tung oil . 

That would be all right. Next to me, be would be 
the beat man. {Laughter) 

I cM 't imagine Mybody wanting to go. 

I think Archie would like a tri o out there. He h&e 
never been out t here, you eee. 

Well now, look, ie t his thing - how are we going to 
explain thie thing tomorrow when we go before the 
committee? 

Well , I should think the leee detail the better. 
Merely that it ie the 1ame arrangement such ee you 
had except that you are modifying t he collateral 
posi t i on. You are no longer going t o a.ek t or 
dollar tor dollar t or gold. It h going to be 
eomething leee. llov much depende upon what the 
e1tuat1on 1a. Thare might be 20 million and t he re 
might be 10 milli on. 

Wha t are they going to uee thia tor, Hr. Wh1tet 

They are going to uee it to meet demands tor dollar 
exchange that need to be met in order t o etabili~e 
the dollar you want to exoh&nge. 

Would they meet thi1 only in eo-called t ree ShiUlgbai 
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Vblt e: 

H. ~.Jr: 

White: 

H.K.Jr: 
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or would the7 meet lt in Shftnghai1 

The7 vlll haYe to meet it in Shanghai beoauee 
unlau and until the7 chllnge their .anetar, 
eretea the7 are tr,ing to maintain their national 
goYem~~~ent ourrenoy 1n aanr ot the areae wh1ch 
theoretioallJ are controlled b7 the Japanese 

13 

but a otuall7 are not. The7 are only the linea ot commu­
nication but all the toroee - the peonle on the 
interior still uee Chineae ourrenoy and m&nJ or 
the banks - Ch1neee banks still uee currenoy. 
The moment they don't use national currency in 
Shanghai and in the interior, then they haYe 
euttered a eeYere blow. 

Would th1a taoilltate the Japanese an7 1n getting 
toreign exchange' 

Sure, but that ie one ot the things the7 haYe to 
take care ot. It 1e one ot the ware the Japaneee 
had ot getting t ore1gn exchange to:rmerlJ, and that 
ie how they loet a good deal ot the earlr Stabilization 
PUnde, but they haven ' t loat auoh recently; but that 
1e one ot the big leaka. 

They auet have a man on the scene. 

Oh, you have to have a tiret rate man. Thie 1e the 
real17 aoet 41tt1oult aonetar, Job there 1a 1n the 
world, because it 1e the onlr countr7 which hae eo 
aanr currenciee operating in areae oyer wh1ch it 
doesn't haYe complete oontrol. 

Did the Eng11eh give them anr moner' 

Yea. Tbe English got a good deal out ot the r1ret 
batch, t1rat Stab111zat1on Fund. Now, there 'ie 
another thing. We might put up to them - maybe the 
Eng11eh ought to give aoner and let them ahara part 
tor part. The7 aeked the English and ther aight 
g1Ye U to thea. Phillips 11 ooming here 1n a couple 
or daJa. Thoae can be aome ot the details that can 
be worked out. 

Wh1ch 1e the .are illpOrtant tor tbe Engl1eh, to 
give thea 25 a1111on dollar• to help China atabillu 
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Wh1 te: 

Bell: 

H.M.Jr: 

White: 
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or to g1Te United Statee 25 million to bU7 
airplanes here? 

The aecond. 

Airplanes here? 

I wse thinking in terme ot what they haTe on order, 
Herbert, the English. 

I wee juet tb.lnlting you couldn 't attord to do it 
tor acre ai rplane• tor the Br1 tleh. 

1b.ere 111 a scheme on toot on that now which isn't 
eo btld. The echeae 1e t h1e. They tind that Curtle 
oan turn out, oTer and &boTe their present orders, 
when the present ordere are through, a hundred and 
nirety-tour Curti a P-~0 'e. I mean, the)' haTe got t he 
etutt to do it and eTerytb.1ng, you eee, at the end 
ot the run and while t hey are getting under war on 
whateTer their next ehip ie. So we will diTi de 
that hundred and ninety-tour among these varioue 
countries. That ie the t hought. 

1.4 

I t hink betore the committee, it you are asked the 
ques tion, and you mar be , the anewer 1e rather clear. 
I t they aek, •Ie thl.• atutt rhlty? • I think the an ewer 
ie, "It eure is.• 

Oh yee. 

HaTe rou read the etatement? 

Which etatement? 

The one I gaTe rou. 

I had better get Ed to read 1t. 

It 1e rieltJ, but that doeen ' t mean that :rou can 
lose it all. ETen it there 1• peace between Ob.1na 
and Japan, ae a matter ot tact, you will probabl)' 
reooTer - I don't know whether the Export -Import 
Bank will reooTer but - you will et111 haTe your yuan. 

Yea. We are a eking thea tor a hundred pe roent margin. 
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Foley: 
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Thirty or torty percent •rgin •1gbt be wffioien' 
to coYer thia bet. 

It might. I c!on 1 t know about that. Ae long aa 
you didn 1t trf to eell all of that. 

Merle thinks it ie ample. 

I' ie all right aa long ae fOil hold it . 

You can't aell aeeete ae long aa fOil keep it in the 
bank. 

15 

In Yiew ot what baa happened, I think it ie terriblf 
i•portant that we don't make tbla committee feel 
tomorrcw that we are aaklng them t or approYal ot 
an.rthlng or that we are aak1ng tor &nf kind ot guldanoe. 
I think what we want --

Do fOil think the statement doe•' 

No, I don't. 

Juat repeat that when the Beoretarf ie in here, 
beoauee he i s apt to t1n1eb that statement by aay1ng 
now --

'l'hat 1e what I toanted t o aaf to fOil fellowe. It 
would be a great llietake in t he firet place and 
in the aecond place I ttu.nk the obairmen ot the two 
oo1111itteea are going to wonder w~ - what the purpose 
ot thia ia, unleea fOil tell them the purpoae ia to 
inform them, to tell thea what 1e going on and what 
fOil propoee to do. I 'b1nk tbef IIAf teel that fOil 
are tr,l ng to duck 'be reapona1b1litf and paae it 
ott on the•. I ttu.nk tba' would be 111 reao,ion if 
I were in their plaoe. I wae Juet eaf1ng, 
Mr. Beoretar,, I think U 11 terriblf 1•portant 
in the preeentation of thia to the two oollllltteee 
that we don't giYe them the iapreaeion that we are 
aalting tor approYal or we are aalti.ng for anf 
definitiYe action on their part either way. I think 
we ought to make it perteotl7 olear that we are aerel7 
coming before the taot and not after the fact. 

Let me aee. 1 I aaked Chairman Wagner, 1 and eo torth. 
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I ncidentally, I heard the end ot what you eaid. 
Somera doesn 't agree with )'Ou. Somera eaid he 
hoped it he could adjourn to meet aeparately with 
hie committee to paee a reeolution endorsing what 
I was preparing to do. 

Well , supposing, Mr. Secretary, they don't. That 
ie what I am afraid ot. What good does it do ue 
to baYe their a pprovalt 

16 

Well, what are you going to eay now, •Gentlemen, I sa id 
I would come up here t or guidance?• That 1e the 
language I used. 

Well, you are telling them 

Now giYe me eome guidance. 

I think it would be a mietalte to a alt them tor guidance. 
I think that --

I eaid I would. 

But this statement gate out ot it, I don ' t ltnow 
whether it is a l1e or not. 

Thie ie not the kind ot eituation you had in mind when 
you eaid you would aelt tor guidance. 

What do you meant 

The state ot war between China and Japan hae ne•er 
been recognl~ed to exlet. The neutrality act haen 't 
been in•olted. It ian 1 t t he aituatlon between France 
and England, which wae t he eituatlon that we had 1n 
m1nd when we made t he etatement. 

You mean the neutral ity act hasn't been 1n•olted 
againet China and Japant 

That 1a right. 

I th1nlt you could aYoid that by a•oid1ng the uee ot 
the word 1 guidanoe 1 atter the etatement, and it ie 
&YOided here, by IHr&l)' eayins;'How, I wanted to put 
thie before you.• 
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•Put it before you. Here I aa and I heYen't taken 
thAt action and I propoee to do it.• 

Pour of ua worked on it yeeterdaJ afternoon. 

Are rou in on thie, Herbert? 

PiYe of ue. I like that, •Aocuaed of quibbling 
where -., vord la concerned. • 

'l'hat 1a good, 

1.7 

That 1e Yer-r good. ltell, I think thAt 1e an excellent 
etate11ent. I know enough about the Chineee thing 
thet I vouldn 1t argue about t h1e, you He. I think 
it ia an excellent e t ateaent . No one -ret hae ex­
plained to me what Argentine vente. 

It le the eaae type of tranaaotlon exactly ae the 
Argentine, •• I underatand it, 

lte thought 1t would be better lf -rou would make 
thet orall7. 

But I have got to aometi.me know what th1e Argentine 
thing 1a. 

lthenever -rou are readJ -­

Right now, 

I aleo aent -rou a folder on that. 

Mty I •nU on one part on China, Mr. Secretar-r' 

I oan d esoribe it orall7, Mr. Seoretar-r, Yer"f 
quiokl.J. 

Here ie a copy of it, You want it before 70u while 
he ia deacrib1ng it, 

I think Harr-r oould, however, explain it to 70u. 

Ia that the aaae thing 70U baYe COt' 

I think eo. 
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No. 

That ie the eeoon4 pase. 

It ie part of the eeoond pa~. 1••· That ie vbat 
the ArgenUnee eut.1tted. 

Oh, Harr7, ea't'e ., •1•• and talk to me. 

I think I oan tell JOU •er, brieflJ. It ie a -­

I Juet thought be aigbt want to ban 1 t 1.n front 
of b1a vb1le JOU are talkins. It ie eaeier to 
explain 1t. 

He baa 1t, Ed. 

Go ahead. He bae got euoh a lo'telf Yoioe. 

M7 v1fe tb1nke eo. 

Ie that vbat ehe likee, Harr7? 

Yee ••••• No --I vill begin all over again. You 
almost bad ae ~here, Ed. The7 are going to get a 
hundred - the7 are aek1ng tor --

lfe von 't let b1.a go to &nf aore football sa-ea. 

The proposal 1a t o let thea ban 100 a1ll1on dollare; 
50 aJ.llion dollare the Export-I.-port Bank ie going 
to extend, the ueual oredi t to thea. 

Up to thie point the eaae as China. The Export­
I.-port Bank lende them 50 aillion. 

(The SecretarJ lea•ee room to take telephone call.) 

8timeon vae ca1lin& me. He wanted to tell me all 
hie troubles, vhioh he did. He didn't knov that 
I bad called him. 8o he ie asreeable, too, see. 
He sa1d he thinks it ie a terrible vay to do things. 
He saya he thinke ve haYe Juet got to decide vhat 
ve are go ins to do tor England. He e&Je do1Di it 
thie va7 1a not do1ns an7thing. 

Ph1111pe d1dn 1 t leaYe L1ebon toda7. The7 think the7 

• 
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v1ll leu•e to.arrov nov. 

Wbatt 

Phillips 1 plane did not leaYe Llebon toda7 eo .1 t 
ma:y be tomorrow. 

Nov, I am eorr7. Where vere vet 

We aaid the f.1ret 50 a.1ll1on dollara that the 
Export-Import Bank contemplatee lett.1ng the 
Argentine haYe 1a exaotl7, ae Herbert e&Ja, like 
the 50 a1.ll1on that the Export 1a letting China 
haY e. The teraa and the oondl tiona haYe not 7et 
been dlacuaaed. The aecond 50 a.1111on vould 
preeumabl7 be lllllde aYallable fro• the 8tab1lhat1on 
Fund and the7 would bu7 Argentine peeoe e1 ther durl. ng 
the next au .antha or 1t oan be arranged that 70u 
oan bu7 them thereafter. Bemle baa a plan 1.n vhlch 
1t could extend be7ond that. And the - there vere 
three va:ys or eeourlng 1t and Dan thought, and I 
think the rest or ua agree v1 th h1111, thought the 
beat eecurlt:y, beet va:y or thoae aYallable 1a to 
arrange that the7 v.1ll alva71 keep gold on earmark 
vlth the Federal ReaerYe Bank of Nev York to an 
aaount equal t~ whateYer Argentine pesos :you bu:y, 
plus ten percent. It vlll not be pledged, becauee 
the:y cannot pled.ge 1t. 

BomebodJ told me that. 

I told 7ou that. 

And 1n that va7, alnce the7 need per111ea1on troll 
the 'l'reaeur,. to take such gold out anJv&.J, JOU 
would alva:ya haYe dollar for dollar collateral. 
The7 haYe got about 40o allllon dollars worth or 
gold. TheJ han to haYe b7 lav a hundred a1.ll1on 
dollars agalnet the outatandlng l1ab1l1tlea, eo 
there la a 300 m1ll1on belanoa, eo the7 can eaa117 
keep 50 or 60 on depoe1t . Tha:y haYe 70 on depoalt 
nov. TheJ could eaa117 keep that . So that reallJ 
under thle arrangement, the 8tab111&at1on Pund takaa 
practlcall:y no rlak tor the tlrat 7aar. 

Tha7 can etlll show 1t on their booka aa part ot 

• 
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t he i r unsegregated reeerYee. 

It the)' pledge it they haYe to take a dollar 
bill anoe, 

Yea, the)' von 1t - -

Well, up to nov vbat rou haYe told me ie nothing 
nev because Bell had told me this, but whet I aelted 
Bell to t1nd out .ae about Oh1le. Nov, in the oaee 
ot Oh1le ve bought JOO, OOO t one ot nitrate trom 
them and some copper and I don't ltnov what alee. 

No, the nitrate, 300, 000 tone, tor 'Obioh the)' 
p robabl7 v111 get about 7 atllion doll ars, the7 
won't get much out ot that beoauee the i ntention ie 
that they will han t o pa r eoae ot the piled up -
the arrears, vhioh aaounte to alaoet that. The 
copper hasn't been eettled ret. It ie etill being 
dieoueeed, It t he7 do go t hrough with it and the 
Council of Detenae - Metal ReeerYee doee bu7 it, 
it v1ll amount t o oYer 20 milli on dollars, of Wh1oh 
Chile v1ll get probabl7 halt, a little more tha.n 
halt, poeeibly, in tore1gn exchange, eo 1t will 
help them out very oone 1derabl7 plus a 5 million 
dollar extension vh1oh the Export-Import Bank, 
I think, 1e th1nk1ng ot letting t hem haYe. The)' 
alec haYe 12 m.1111on dollar• allocated to thea b7 
the Export-Import Bank eeperatelr. And that 
12 m1111on dollara 1e being kept tor epeoial pro­
Jeote , each one of vh1oh baa to be approYed b7 t he 
Export-Import Bank, long run proJects. So f ar 
the7 han on1;r approYed 2 a1111on. So t hat there 
hae been no Stabil1zat1on operations suggested 
to thea :ret. 

Then the purchaeee haYen ' t been large, ot etrateg1o 
aater1ale. 

From them? 

Yea. 

No. The one 
JOO,OOO tone 
etook pile. 

vh!oh hae Juet been decided 1e the 
of nitrate vh1oh 1e going into a 
It v1ll 7ield thea about 50 or 6o 
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llh1te: 

H. M.Jr: 

llhtte: 

Bell : 

K.li.J r : 

Vhite : 

H.li.Jr: 

White: 

H.M,Jr: 

Bell: 
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11lll1on beoauee freight ie extreaelr hea"7. 
Cop-per hae not gone through. 

Copper hae noU 

Copper hie not gone through, I think that nitrate 
thing --

Ien't the~ eo11ethtng ooaperable in the Argen~1ne 
which ve oM bur' 
'there are eo11e th1nge ve are trrtng to arrange, 
eo11e wool, and there are 1011e other i teae. Bow, 
the thought that ve hen vae 1neotar ae the)' b\17 
an7thing ot that character, it will 11ean that the7 
v1ll uee the prooeeda to rep&J an7 peeoe rou haYe, 
eo that 1t the7 export aore than the7 a re reokontng 
on, ae a ooneequenoe ot anr euoh peroant ~t va 
ur lllllke, it meane rou v1ll hiYe to bu7 leu peeoa. 

Nov Just look. You aee tb1a 1e a matter - I am 
Juet one human being. Toaorrov morning ie Monda7, 
That vtll be gone teetltying. Monda7 afternoon I 
haYe got a press oontersnoe and Lothian coming in 
at ~:}0. I have got to do a little mail eo that 
ie gone. I have got to do 'l'ueeda7 afternoon thie 
Argentinian thing. llo, 'l'ueada7 afternoon I am go1llf 
to haYe the Engl1eh. Now, VedneedaJ we haYe got to 
do - talk about our t1nanoing, v,dneeday ..ornlng. 

At 10: }0, up until 12: 00, aJ17how. 

Do JOU think we could get etarted talk1ng to tha 
Argentiniane 'l'ueeda7 morning, aa7be! 

I think eo, it JOU wanted to --

!lo we don 't have thH 11ttlng around. 

It the7 are willing to agree to that arrangeaent, 
and I iagine the7 would. 

Should I haYe Jonee eit in with 11e or talk to the 
Argentlniane alone tiraU 

I think Jonee would like t o hiYe a Joint conference 
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White: 

Bell : 

Bell: 
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t1ret on vhet.her or not rou are willing to gp 
along. 

Without the Argenti.nes' 

Yea. 

He ie waiting tor that. 

Th&t will be all right. I think rou ought to see 
h1m t1ret. 

Tueeda7 morning. 

Not onl7 Jonea, but I think there ia aleo Vellee, 
a co•1ttee. 

And see the Argentinians afterward. 

I w111 call up Hull and aalt him who he wants to a1 t 
in vtth me Tuesda7 morning. 

Oo rou think rou ought to aee the Argentines tirat? 

Before Joneet No, I tbinlt be ought to talk to 
Jonee but I tb1nlt be ought not to baYs Jones there 
when be tallte to the Argenttniane it there 1e t1me, 
but Jonee ?an bring b1a up to data ae to h1e ta.llte. 

I v111 talk to Jones ttrat and eoaebod7 troa the 
State Oepartaent. 

22 

Yee. A.tter all, wben Jonea talks Export-I11p0rt Bank 
w1tb thea be doesn't call JOU in. But --

You see, it rou ear to Jonea, 1 Ve are willing to 
take the 8tabl1~ation rund - the 8tabili&at1on Pund 
1e w1111ng to take th1a 50 a1111on dollars , we 
understand the Export-Iaport Bank will take 50 
a1111on,• and than the nagoUaUone can eort ot 
apl1t ott. Tbe7 can gp ahead wttb the Export­
Import Bank and the Treaaurr can gp ahead wttb them 
on the other e1de. But Harrr, I t b1nlt rou ought to 
tall the 8ecretarr what 1a behind thie whole thing, 
g1Ye b1a eoae atat1et1oa. That all growa out ot a 
trade balance debt , 
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I tell ;you vhat I aa go1ng to trT to do, I aa 
going to tr7 to read thie thing tomorrow. 

You v1ll get it then. 

It ie all eum=arized i n the ti r et page. Juet the 
tiret tvo aeaoe, note t here ie but --

There are three aemoe that eumaarhe it , Harr;y'e 
euaaarlzation ot hie etatietioe, and then he bee 
a propo .. l at the end vhioh 1e euaaariud. 

I v ill tr7 to do that. 

Then vU l ;you 11ent1on the Argentine toaorrov to 
the ooiUIJ. ttee' 

Oh 78•· 

Th1e Argentine thing, the t i ret ;year, tbe trouble 
11 at the end ot the t 1ret 78ar the;y -7 not be 

23 

1n a b etter poelt l on eo that a ei11ilar a rrangement 
the eeoond ;year von 1 t be nearl;y - v1ll haTe t he rhlt, 
but the ti~et ;year doeen 1t haTe an;y r1elt and the 
problea ot whether or not vhat ;you are undertaking 
oan extend be;yond the 6 monthe and hov ie eoaeth1n& 
that Bernie hae vor'lted out. It 11 poeeible either .. ,. 

Coohrln: Would the7 be obliged to oall that gold encuabered, 
Bern1e1 

Berneteln: Beg ;your pardont 

Coohran: h that gold under an arranc•ent eo tbat 1t auet 
be enoubered t 

Berneteln : No, lt le eiapl;y the ueual oontrol ve haTe oTer all 
gold here and we eiapl;y gl're l netruotlone t o the 
rederal that th17 are not to let an;y ot that out 
w1tbout letting ue ltnov. 

Ooohran: It tha other people underhlte to leaTe 1t bare, are 
the7 t hereby enoublr1na iU The reaeon I au la --

lhi te 1 Are tha7 enouberlac 1t eo tar aa thelr reae"e•' 
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Cochran: Yea, beoauee their etatvtea oblige them not to 
do that, I !lllderatand. 

Bernstein: That will be a problem the7 will baYe to decide for 
themaelYee ae to whether under their law the7 can 
leave the gold up here on earmark. 

H. M.Jr: Well nov, I will tell rov. I think I baYe gone 
about aa tar ae I can go . Soong 1e coaing tonight 
at II: 30. Do eome or all of rov gentlemen want t o 
coiDe tonight! 

Bell: Do rev want an7bod7 preaent t 

H. k.Jr: Oh 788· 

Bell: 

llblte: 

Bell: 

H. k.Jr: 

llbite: 

H. M.Jr: 

Foler: 

Oaaton: 

VhiU: 

Well, vboeYer rov want. llarey 1e t he one that baa 
got the etoey. 

Well, I am not go1ng t o giYe hi.m the atorr, Jvat 
aak him Rome queetiona. 

We were going to meet at t hree o'clock to tey to 
draw up a memorandum. 

Well, Harrr vae with me. 

Yee, I know, eo he ie the onl7 one that baa got the 
data, 

Well, I bate to baYe rev all oo88 beck. Can rov 
(White) come beoltt 

Yea, I can oome beck. There h no bal'll 1n haYing 
them all co•e beck. It lenda more •••••• 

Vall, I am delighted to baYe rov all. You fellow• 
can be bone at, it ao88bod7 haa got ao•ething --

I baYe nothing to do. I don't know what I 0&11 
contribute, but I will be clad to co•. 

Same here. I don't know wbat vee I can be, but I 
will be nrr glad to oo88. 

Well, I think Dan ol!¥ht to be here &nJW7 to Cat 
JDOre fuiUar with u. 

24 
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I v1l l be glad to oome. 

I think Merle ought t o be here. 

I shall. 

And I think t hat one or the l awyers ought to be 
here. 

Well, wh7 don ' t you all come? Are you busy, 
He rbert ? Be honest. 

Osaton: No, I am not busy. 

H.Y..Jr: How abou t you? 

Foley: lloth1ng to do. 

H.M.Jr: Father? 

Bernstein: I am j uet working here. 

H. M.Jr: 

Whi te: 

H. M.Jr: 

Foley: 

Oaa t on: 

Foley : 

We won ' t stay very long. I will try to keep it 
down to half an hour. 

Are you clear on tomorrow ' e discus don? lie didn 1 t 
really end that. I don't think we ended it, ae t o 
what you are going t o - i n addit i on to your s t ate­
ment. 

I am go i ng t o read t h1a thi ng and t hen I v111 go up 
early and ask liagner an4 Somera t o eee me and I 
will aay, •Nov here i a my statement, how should I 
conduct myself, you tell sa.• Aak their adVice. 
~ben I get through, should I ask t or a vote o r 
confidence or should I a i mply say, "Nov, gentleman, 
unl ess you tell me not t o do it, I am going to do 
it.• 

I wouldn't aak them. I think ve ought to tell them 
ve don 't vant a vote or oontidenoe. 

You are not aaking their opinion, you are just 
telling them. 

lie are just i nforming them, in conf ormity vith the 
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working arrangement wi t h the two committees as t o 
rull lltld oomplete d1eolosure. There are no e eorets . 

•rhie is what we e r e doing. l~e w~nt you to know about 
U before we do it,"end not ask tor Any vote of con­
fidence At a l l because the r isk is too great. Xou 
Junt can ' t afford to take t hat risk. 

Bernstein: The risk isn ' t simply they will pass a resolution 
agAinst you, but --

Foley: Danaher and those fellows will want a lot of in­
formation, went to go into it 1210re, want to talk 
with the Chlneee, anything to delay. 

P.. V. .Jr: I ao not sure that you Are right. I will sleep 
on it, though, but I am certainly going t o ask 
'JAgner end Somers what they thlnk. 

Bernete tn: Could you aek them wh8t they thi nk after you suggest 
the way you ought to do it because t he i r fi rst re­
aotion may be, etem~ing f rom the conversations 
end guidance And eo on, well, maybe we will then 
ask for a vote or something like tha t . 

Bell: A vote has no legal erteot at all. 

Foley: No, 1t 1sn't their responsibility. 

!!ell : I t hink if they My, "What do you w11nt us to do,• 
Just tell them we don ' t want them to do anything, 
we realize they are limi ted legAlly, and all we 
want to do is work with them end ke~p them informed. 

Foley: •I am not ducking any reeooneibility. I am willing 
to assume t he resooneibi lity t or my action but I 
want you to know what I propose to do before I do i t 
and I ao willing to answer any ques tions.• 

H . I~ . Jr: 

Foley: 

Bell: 

H.H.Jr: 

·Bell : 

Don't you give me that baby 
tor those fellows tomorrow. 
convince me o f anything. 

stare. Xou can eave that 
(Laughter) I t doesn't 

Th.o t i s wha t I was afraid or. 

Eight o'cl ock? 

Eight thirty. 

Okay. 
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worki.ng arrangement with the two committees ae to 
full and complete dieoloeure. There are no seorete. 

"Th1s 1e vha t ve are doing, We vent you to know about 
1t betore ve do it,"and not aek tor MY vote ot con­
tidenoe at all because the riek ia too great. You 
juot can't attord to take that riek. 

Bernstein: The riek ien't simply they vill pass a resolution 
against you, but --

Poley: Danaher and those tellows vill want a lot ot in­
formation, vant to go into it 110 re, want to talk 
with the Chinese, anyth1ng to delay. 

H.~.Jr: I am not eure that you are right. I v1ll sleep 
on it, though, but I am certainly going to ask 
Vagner and Somers what t hey th1nk. 

Bernstein: Could you ask them what they think atter you suggeet 
the way you ought to do it because their t1rst re­
action may be, stemming t rom the conversati ons 
and guidance and so on, well, maybe we vill then 
ask tor a vote or somet hing like that. 

Bell: A vote has no legal ettect at all. 

Foley: No, it isn't their responsibility. 

Bell: I th1nk it the7 aay, "What do you vant ue to do,• 
Just tell thea ve don ' t want t hem t o do anything, 
ve real.ize the7 are limited l egallJ, and all we 
vant to do is vork v1th them and keep them 1ntormed. 

Foley: •I am not ducking anr reeponaibilitJ. I am v1lling 
to aeeume the reeponeibUity t or mr aot1on but I 
want you to knov what I propose t o do betore I do it 
r.nd I am vUling to anever anr questions.• 

H.M.Jr: 

Foler: 

Bell: 

Don 't you give me that baby 
tor those tellovs tomorrow. 
convince me ot anything. 

stare. You oan eave that 
(Laughter) It doesn 't 

That 1e what I vae arraid o r. 

Eight o ' clockt 

Eight thirty. 

Okay. 
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FOR THE MSS IIII.EDIA1! l<~LWB NOVD!BER 30, 1940 

S7ATQ!E~'T DY ':':'E fkl':SIDEIIT 

the discu.1slon6 between the ~rloan an .. the Chinese 
authorities in the Neld or rlna.'\clal cooperation tu.:ve progressed . 
Ther e ta contemph.t.od a. credit to tho Chineao Govorr..r:.ent ot 
$100 ,000, 000. Of this, a credit ror r~no ral purposes to tho 

28 

amount of ~50 ,000,000 hAs been decided upon by thle Govern~nt. 
Arran~eMonta for early ellooation or the bAlance , nacely, ,50,000,000, 
ror 11\lt pO&SS of !!l.Oncta.ry vrotoott.on tl.lld mo.nar;ement AS between 
A:terloa.n and Chinese cu.rrsnoioa are now in procees in consulta-
tion with tho appropriate ComrdttOI)II or the Ooncross . 

The !.:ecretery of th& TreatJury \d ll o.ppcar t..onday foro­
noon before a joint sescion or the Senate ~omnltteo on S~ing 
and Currency and th-, House Coumitteo on Coln~tc;o , ~tel ,:)l.ts and 
w,,Aaures . At this time , he ~111 brtns to th~lr attention the 
prop010d extonsion of 4 ;50, 000,000 Ot~bllltatlon arran~emGnt 
wl t~ t~o Central Bo.nt of China . 

The follor.in-: is tho t,.x,., of I) lattet" addressed to 
tho Pr ealdent under date of J;ovn:.l)er 3V , 1V40 by the Federal 
Lo~ Adm1n1atr~tor: 

"Dear L~ . r r~s16 ent. : 

In connection with th'l pu1·oho.ao ot orltleal and 
atre.te~io matcrinls iro our n&tionn l dof onse pror,ra.m, 
the J.!~ tals Heser +1o C01n.pRt;)' , a Clubslt.liary Qf the ltf'C , 
is ttrranr:inr t 'or ndditionf'\1 put•chaaoa of wolfraoita , 
a.nthnony and tin from the , at1onDl aoaouroos Coca::ais ­
alon of Chi~ to tho valu ' or ~GO, OOO , OOO, to be 
dol1vorod d uring tliO n..-xt few Y"l•r• 11t prlooa com.­
a.,naurate .,,1 th aar kot condl ~lona ca tho mta h a r e 
dolhort~~d. 

To osslst Chi~~ in n,utlrJ• h~ r r rcaout flnan-
olal probl·!::l.S , ~o ~xport- Icror~ D"'Ulk hftl llt;rood to 
l,nd tho !Jove r""no.Jnt of China ~~,.., r.tJ1t1ontt.l ~so,ooo, ooo, 

tho loans to bo ;u1.r c.ntood bJ th') Central Jlc.nk of Chln& 
and ro~ired throurh dollv$riol ln thla country or tho 
aoto.ls cov~rod by thtt abovu l't•fol·r od to contracts . 

It is contcr.'lp.l atod ~~u\t '.1abur llet\Onts on tho loe.n 
vr1 U bo mado 1.n coopol"atlo:s l':1 th 1\ r ovroaontat1 va of the 
Soor otnry ot the Trofl&u~· 1r. oorulootion wl th fur thor"" 
llllhtMCO to Chine. by tho Tr oQ•ur:/ or a like antount , 
thus pr ovldlll(; Chlnh 1'11 th Add\tlonlll or odito In this 
country at this tiao or ~100 , 000,000 . 

You will be inter~I~Jd to kn~~ that Chln~ is uy to 
hor eohodule 1n doll•ort~• of t40d oil ~nd t in to tho 
Uhl.ted States throu•l. whlol • .,..t.>,od oho h .... Hn;; pe.ym.mto 
on pr e ·.rioua loau Rado ar,a.itt&t hor c tncaitcont to s ell us 
theao eaaantlal ~at~riala . 

Slnceroly youra , 

J'"..SSt: H. JONES" 
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RE CHINESE LOAN 

(Conference hel d at 
home of Secretary) 

Sunday 
December 1, 1940 
8:30 p.m. 

Present: 

H.!.!. Jr: 

Soong: 

H.!J, Jr: 

J.lr . Guston 
lfr. Bell 
Mr. Foley 
J.fr . White 
Mr. Bernstein 
Mr. Soong 

I am sorry I had to change llfl appointment, 
but the President changed hie on me, We 
always seem to do things here in Washington 
in a hurry, once we get started, Vie are a 
little slow in getting started. 

You know all the ~entlamen present, don't 
you? Mr . Bernete1n you will know better 
because he is the kind of law;yer that puts 
in all the extra words , 

I first want to express the thanks of my 
government, and that I cannot put in 'Words . 

Vlell, what I wanted to tell you me this, 
you see. I have to appear before these com­
mittees tomorrow and explain ~t I am pro­
posing to do, you see, because when we got 
this stabilization fund through Congress, 
t hey asked me very, very· closely whether we 
would uee this fund to finance any nation 
which was at war, and I said no, unless I 
first came up and explained it to them. So, 
.having to go ull tomorrow to explain, I wanted 
to have aCI!le kind of an understanding with 
you before as to the method that we had in 
mind. 

Thh b t he plan that we had in aind. You 
aee, this l oan t o your government that we 
han now of 50 million dollars expire• on 
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Soong: 

Jl.U. Jr: 

Soong: 

H.!.!. Jr: 

Soong: 

H.M. Jr: 

Soong: 

H.!.!.Jr: 

- 2 -

December 31st, 

But that was really not a loan, was it? 

Well, we don' t call it a loan. 

I understand at that time the Chinese 
Minister of Fi~ wanted some window 
dressing and that is what it was and it has 
been so regarded by our people and by every­
body in China, you see, so if you are going 
to make it as a continuation of that, it 
might be misunderstood, you see. 

Well, possibly( but also I have to get it 
by Congress an4 in the proposal for the 
extension of this, naturall;y we are not 
going· to ask you to put up gold for the 
balance because we knaw ;you haven't got it, 
so it will not be window dressing this time . 
It is quite different. I mean we are not 
goin& to ask ;you to put up golA for t he mone;y 
that we advance you against yuan, you see . 
That would be the first and basic aifference . 

I suggest that in the future in case there ia 
an announcettent, that point be borne in mind 
when the statement is made public. Is it 
possible to do that? 

\/ell, I hoped there would bo no more announce­
ments , The papers jumped to the conclusion, 
One said a hundred million dollar loan and 
another said 160 million dollar loan, Well, 
what you wanted was the effect all over the 
world, 

Of course, it ill vecy important that it shall 
not be regarded as window dressing. 

Well, let ' a say that when I go before Congreae 

• 
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Bell: 

H.M. Jr: 

Bell: 

B.l.! .Jr: 

Soong: 

B.!.!. Jr: 

iihlte: 

H.l!.Jr: 

Soong: 

- 3 -

tomorrow - !.!r, Hull is going e.l.so at 10:30 -
and they se:y, "This is all right; ;you go 
ahead. As far as we are concerned, there 
is no reason for an;y more announcements . • 
Do fOU see an;y reason, Dan? 

Not except at the time ;you actually conclude 
the agreement, ;you might say --

Well, I mean, we can if the Chinese Government 
wishes to, but it isn ' t necessary. 

No, it ian't necessary, but now, after having 
announced it, you probably wil l have the news­
paper people on your neck all the time. 

As a matter of fact, at the r equest of your 
government, we have never said-how much that 
loan was. 

You mean the first time? 

The 50 million. It has never been public 
property. 

There may be much to be gained by not making 
a public statement, but if they press you 1n 
your ordinary press statements to S8'f that 
negot iations have been completed or the details 
are being arranged, or sop~ething of that char­
act er, so that it will appear that affirmative 
results - if affirmative results do resol ve --

Dr. Soong, wb.at we are trying to do is to be 
helpful to your gonrnment. Anything that I 
can do aa I have proven m&n;y tlmea, to be 
helphl I am ready to do. See? Because 
the whoie idea is to help ;you win. Ia that 
right? 

Sur•lf· 
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l;/e want you to win. !loTI, as long as I 
can do it legally and not have my head cut 
off, as 1w. Chen once told me- he didn't 
want to be a politician, he wanted to be 
a banker because he said all bankers live 
to a ripe old age, so I want to stay as a 
banker and not as a politician. He said 
in China all politicians die young. 

They are inclined to . 

But r.e are.deeply apprecia tive, because you 
have to cake some special efforts to help us , 

\':ell, this is verr difficult . 

I know that , 

\'.'e are iioi n& somethinG that I refused to <l.o 
consistently, and this going before these 
committees tomorrow is not a pleasant ex­
perience . 

I know full well, and cy government also knows . 

\':e have several things in mind that r.e would 
lize to ask that you do, because we would like 
you to neet us halfv;ay. And Harry, supposing 
you outline those thinGS that we want , 

\':ell, one of tho aspects of the probleo that 
we ere interested in is, do you feel tha t 
this announcanent l'iill have the effect of 
increasing the confidence in the yuan and 
might even have resulted in your ability to 
pick up a little more foreign exchange? 

I believe so. 

With your stabilization funds? 
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Yea. 

How much were in the stabilization funds be­
fore the announcement? 

You mean at present, todaf? 

Yea. 

It ia about - it ia in two items. One i a 
two million seven hundred fifty thousand 
pounds. 

Pounds sterling? 

Pounds sterling. 

What kind of sterling 1a that? 

It is free sterling, 

It is not blocked? 

No. It can be converted readily into U, s. 
dollars. And an equivale.nt of three million 
pounds in gold dollars. 

That is seven altogether aa of before the 
effect of t hia newa. 

Yea. 

How much do fOU anticipate that thia nna 
will give it? 

Five. 

One ia dollars and the other ia pounds? 

5.? aillian pouna., that ia lt. 
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Yea. 

How llllloh do ;you think ;you will pick up, 
just aa a guess? 

I can' t really estimate, 

Then on these funds "A" and "B", I take it 
that in line with ;your previous memorandum 
that those funds will become part of the 
nen stabilization fund? 

Well, the fund "A" and •a•, we are under agree­
ment with Great Britain on, It 1a an Anglo­
Chinese fund . Of course, we are willing to 
have it that wa;y, but we have to consult 
Britain, 

How much of en interest does she have in 
that? 

Well, the first fund she has half-and-half 
interest. In the second fund, the interest 
is smaller because they have already gone to 
war, It should be tTlo to one, our two million 
to their one J:l.illion pounds, 

In ;your earlier memorandum, if I remember 
correctly, ;you already felt that 1ou could 
put that in the new fund , Had ;you already 
had the word of the British Government on 
that? 

I thought it might be negotiated in a differ­
ant wa;y; that is to ea1, have those funds 
go first and act as a first cushion to an;y 
possible losa that we might auatain, but 
of courae u ;you well know we have dropped 
the matter of discussion of the stabilization 
tuna because we learned that it •a very 
difficult to put it through Congreeaional 
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oammitteee, the Senate committee, and there­
fore no formal discussion bas ever been made 
with them. 

Wlth the British? 

With the British. 

Then you are sqi'ng that will be f irst, and 
then you will have, as far as ;you know, 5, 7 
million pounds plus whatever you pick up as 
a consequence of the recent good news? 

Yes. But as I said, one would normally pick 
up a good deal, but coming after the announce­
ment of the recognition of the public govern­
ment by the Japanese, which creates a good 
deal of oontualon, normally we would be losing 
a good deal, ;you know. Normally, we would 
expect it to go down. 

'l'lhat fund do you pay the lOOtOOO you want 
out of if ;you get t he head or Jlr . Wang. 
\'/hat fund does that come out of? (Laughter) 

I think there will be no contribution. 

I just wondered whether that was tund •c• 
or •n• or "E". 

That would be fund "'V" . 

You see, we have two counteracting forces 
and it 1a an;ybod;y's guen whet the net 
result will be. 

\'/ell, I think we would be very interested 
to get currant reports on that aa the thing 
progresses, and 1! ;you can ask for same 
information on that --
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I will give you day- to-day reports on that, 

On this fund with the British, do they have 
a man who sort of sits there with you and 
looks after it? 

Yes, there is a man from the B&nk of En~land, 
a Ur . Crril Rogers, who was with the Le1th-Ross 
C=ies1on in China and he lias recommended by 
Sir Frederick to stay there. 

How much control does he have? 

36 

He is the chairman of the Anglo-Chinese com­
mittee, which consists of f ive members. One 
is from the B&nk of China, one from the B&nk 
of CoDmunications and one from the Hongkong Bank 
and one from the Chartered B&nk. The two British 
banks presented the fund . The Englishmen are 
recommended to the Chinese Government and 
appointed by the Chinese Government as chair­
men of the committees . 

And that is this Englishman? 

Yes. 

Because one thing both the President and 
Ur, Hull have insisted on i n this fund is that 
an American will be there to supervise the 
fund. 

\'ie are very &nXious to have an American. 

I see, 

I mean, givine us so much help, we feel it is 
only due to you that you should know all the 
transactions, and more than that we would 
like to get your - the advice of your man 
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dail;r, not after a long time1 . daily con­
sultation . I may aa;y that tnu a!ternoon 
I called on Dr. White. In the conversations 
between General Chiang Kai-shek and l:r. John­
son1 I do not know Whether it was serrated 
bf the Cabinet or not . I took it - didn' t 
~1ve it to ;you. ~ I say all this to ;you 
1n confidence? General Chiang asked for 
assistance from Great Britain and the United 
States for two to three hundred million 
dollars --

Excuse me. Have we eve.r sean this? 

llo, sir. 

I will transl ate for ;you. 

•••• two or three hundred million dollars for 
t he sole purpose of support of the currency 
and in addition we ask for assistance in our 
air force . Finally., he asked that ;you would 
send experts on finance and economics, and 
certainly an expert on transportation to help 
us in devising means for the situation. 

No, I have never sean that. l!a;ybe t hat is 
what the President had in mind. · 

Yes. Now 1 I ventured to ask Dr, White if there 
was any hope that he could come on invitation 
of the Chinese Government, because we feel 
that not only on this particular matter but 
on other matters we would like to get some 
expert assistance, 

Well, I think it is a very nice compliment 
to Dr. White, but un!ortunatel;r I need his 
expert aesistance also, and I just couldn't 
spare him at this t.llle, but on this thing, 
for instance, if we could work it out t o 
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represent the Treasurr, I would be more t han 
satisfied if an arrangement could be made t o 
have l!r. J.rohie Lochhead go out, who is work­
ing now for ;your govel'lll!lent, ;you see. I mean, 
if' he would go out on this fund. lle would be 
entirel;r acceptable to me if he would be to 
;you, ;you see . You know him, don' t ;you? 

Yea, I met him. 

And I think that on account of my ol d asso­
ciation on this committee, if on this com­
mittee could also be llr. K. P. Chan, it would 
be ver;r pleasing to me. But if those two 
gentlemen besides ;yourself --

I am not a member of the committee, of an;r 
of the committees . 

But you could be, couldn't you? 

Well, it depends en what my government orders 
me to do . 

But I mean if I asked for you and Ur. Chen 
and llr . Lochhead. 

Well, I have to - you see, the government 
desires me to handle not only financial 
matters but also other matters. Of course, 

I appreciate very much the compliment of 
your asking that I be a member of the com­
mittee, but I do not know whether the govern­
ment wants me to . 

Well, I can aak, and then the government can 
decide. 

Of oourae, it would be a o0111plbaent to me. 

But I would llkt 1 t if J OU and Kr. Chan 
and Kr. Lochhead were on , Then I woul dn't 
worry, 
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And then what l.!r. Jones hae done, he has 
asked that whoever we put on also look after 
his money, you see. 

That is something that I do not very t1ell 
understand. As far as the E.xport-Import 
Bank loan, the previous loan was made free 
of any encumbrances . That is to say, the 
Chinese Government could do with it what 
it chose. I had no idea that this loan, 
coming loan of 50 million fr0111 the Export­
Import Ba.nk, would be a supervised loan, and 
I ao not know what is the IUlture of this 
position. 

All I kno;. is that in a telephone conversa­
tion which I had with 1~. Jones late yester­
day, he said, "Now, whoever you decide that 
you want, in response to what the President 
and l.!r , Hull have asked, whoever you decide, 
I want you to consider the money from the 
Export- Import just as though it was the same 
as the Treasury money because," he said, "it 
is the same, " 

Well, if we were to buy things with that, you 
see, it is not like a committee sitting on 
it and saying that you should bey airplanes 
and you should not buy gasoline, see . It 
is so~ething really which is 

l.!r . Soon~, I think that the kind of super­
vision wtich the Secretary has in mind, 
or at least which --

Say the Administration . 

I think the kind of supervision which the 
Administration has in mind would be of a 
character that would be quite in accord 
with what your general expectations are for 
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ita uae. I t would be a supervision which 
would be designed to insure an appropriate 
use for the funds, and I 1111 sure that :you 
will find out more about it, I doubt wheth.e.r 
there will be an;y kind of strings that would 
in an;y wa;y interfere with :your moat efficient 
use of those funds . 

Well, this ie something to me quite new, but 
I could anal;yze the situation to :you in a 
manner which I should think ought to be 
satisfactory. 

40 

There are only two waJ! b:y which we will use 
mone:y, either in pur sea or else in support 
of our currency, In support of our curr ency, 
we will - we have some people on the committee 
already. As far as purchases are concerned, 
I personally have not the slightest objection -
in fact , I would urge for :you that all pur­
chases should be made throuldl the Universal 
Trading Campan;y. In fact! I believe the Chinese 
Government shoul d channel ze all ita purchases 
throu~ a single institution, one that haa a 
good neal of esteem everywhere. If such is 
done, then I do not see why an;y more super­
vision - I suppose it is a harsh word. I 
lmow that .America is ver;y anxious that we 
win the war, for everybody concerned, ill 
that America would desire to see is that the 
money ls "ell spent and not wasted, and now 
I have pointed out t o :you ways by which that 
ia perfectly assured. 

Well, I don't - this seems to be a thing which 
ia ver;y much in the minds of these other 
gentlemen and I imagine that the reason is 
that th~f feel that if we can tell Congress 
truthfUll:y that a representative or repre­
sentatives of the Tr easur;y are supervising 
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the expanditure of thh mone;r, that it will 
possibly satisfy aame of the fear s of some 
of the members of Congreu. I imagine that 
that is what they have in mind, 

You see, after all, it is a lot of money, 
You now have a commitment from the Export­
Import Bank of 70 million, i an•t it? 

No, 75 million. 

And here comes another 50 million fr<lll tba 
Export-Import Bank and on top of that, this 
arrangement which I hope to convince Congreaa 
of tomorrow. 

Harcy, you were onl;r half through your stocy, 
I wish you would continue it , 

The next item ia the participation by the 
private bankst Chinese banka, What would 
you propose w1th reepect to that? How much 
will that be? 

I auggested that the Chineae banks would 
contribute 121 millions . 

Pounda? 

No, dollars. 

How much? 

l2i. That was in 1111 memorandum. Well, than 
today, of course, our aituation is vecy much 
more difficult, and we intend to use all 
this money, of oourae, for purchases in this 
countcy, but if you desi re lt, I think I 
would put it up again t o tha, and I have 
no doubt that tbay will - I believe that they 

41 

Regraded Uclassified



Wte: 

Soong: 

White: 

Soong: 

V1hite: 

Soong: 

White : 

Soong: 

• 

- 14 -

will agree to it. 

The fact that the yuan has bean made stronger 
by virtue of these new arrangements, if they 
do go through, it aeec.s to me would encourage 
those banks to even iut more in, and I think 
it is hiibly desirab e for them to have a 
substantfal stake in it because a good deal 
of the success of the control is going to 
depend on the degree of cooperation that you 
receive from the various banks . 

Well, I might say that this BUill is all from 
the Chinese Gover11111ent bank.s 'llhich are under 
control &Jl1how. 

Oh, I see . 

And which would cooperate anyhow; 

Then there were none o! the Chinese private 
banks that were participating7 

We did not contemplate asking them to do 
that. 

Do you think it would be a desirable thing 
to have them participate in it? 

Well, I have never explored the subject with 
them. As you knew, the situation of our 
country is quite different f r om that of Great 
Britain or any other country at war. JJost o! 
the industries are smashed or seized by the 
Japanese, or else bombed, if they are in the 
interior, so much so that I feel reluctant 
in asking them to put up anything because 
that represents practically the Only real 
capital that the Chinese have todayl but o! 
course I have not sounded tham and l am not 
1n a good poai tion to sound them because 
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moat of them e.re in Sh&nghai e.n;rny. 

Well, Mr. Secrete.r{1 there e.re numerous 
other thlnga, but hey bear on teohnice.l 
dete.lls. 

Vlell, the thing - one of the things I we.nt 
to ·ask 1s whetlier the Engliah fund would be 
used first. 

I take it that he i ndioe.ted that those funds 
would be the first t o be used, 

I didn't get that. 

No. 

The "A" and "B" funds . 

I said I would propose that to the English, 
you see . Vlell, there is not such identity 
of interest between this country e.nd the 
East that I hope they will consider it in 
a broad light . 

They.wlll, or we will. 

They will consider it in a broad light, e.nd 
I ~}f! that .ther will see that we e.re quite 
wi g to allaorb --· 

And then the amounts which your goverume.nt 
b&nks would contribute would be the second 
reserve, so to spea.k? 

Yes, &nfthing that we ourselves contribute. 

Let's get it, because I he.ve got to tell the 
storr tomorrow, rou see. Could I say thia, 
that we h&ve asked that this "A" e.nd •a• 
fund which mounts to --
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!bout ro million dol.l&rr, roughly. 

!Lore than that , isn' t it? 

About 23, Har ry. 

Not with free sterling. You know free st er­
ling ia - it ia about s.sa or 8 ,70. 

!round ro. 
It is free sterling, worth leas than four 
dollars, and it ia about ro million, roughly. 

They might have a. little more, depending upon 
llha t CCileS in, 

We will be on the ·omaervative aida . Vie will 
say we have asked that the first cushion be 
the 20 million dollars. Then is there anything 
else? 

Then the next cushion is the figure of 12?t, 
which he baa just mentioned and which the 
government banks will contribute, in addition 
to - -

44 

I thought he said that was their only capital . 

~hen I asked him. whether there were addi tlonal 
funds that might be contr ibuted by priT&t e banks, 
he said the difficulty of getting it f r om the 
private banks would be that such capital ia 
t he only capital they have to work wit h . 

But the government banks have l2i million? 

Yea . 

That 1a in dollars now, or 1a part of i t in 
sterling? 
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And then this would come 

And then, I te.ke it, the 50 million dollar 
Export-!Qport would be used for ~urposes 
appropriate to that fund, which lS distinct 
from stabilization operations . 

Yes, it is for the purchases of caterials, 

And such exchange as arises out of that pur­
chase. 

Of course, purchases of mo.torie.ls here must 
mean for ei gn exchange. 

45 

No, if the money they use there is spent here 

i';ell, it might not all be spent her e, I don ' t 
knoll that - that may or may not be a condition. 
That hasn't been worked out . 

But ~y, that goes for -­

Foreign exchan&e purposes , 

For lllllterie.l? 

1!aterials, yes . 

Export- Import Bank? 

Then the United States stabili zation fund opera­
t iona would come next , 

Well, that is the ay I would like to t ell 
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the story tomorrow. This is the time to 
talk about it. 

Well1 it 11ould have to mean thD.t we discuss 
it w1th the British, because after all, we 
have made e.n arrangement with them for cer­
tain thi~s, and as far as we are concerned, 
we are qu1te ready to do that here. 

You mean so far as they are r eprese.nted in 
the • A • e.nd •a• fund, in which the "A • fund 
you say almost ·hall, e.nd the "B8 fund very· 
littlel.belongs to them, you cannot commit 
yourse!l as to their portion of the fund? 

Quite . 

\'/ell, talking for your hD.U, though. 

Vlell, telling for our half, yes . But this 
is - what do you say in America? 

Joint? 

No, I am groping for the word. Well, it 
is omelette. 

So rambled? 

Uixed. 

That was the Secretary's i dea. It is not 
two separate ideas, but a Joint operation. 

Combined fund . 

Well! the negotiations we have with the 
Brit ah mq make them glad to agree to this, 
some of the negotiations wbioh I have with . 
them. 

They are UDder so much obligation t o tQis 
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country that I personally feel they ought 
to do something on it. 

I think so. And after all, Sir Frederick 
Phillips is due here any day now from the 
British Tr easury. They are keeping it a 
secret until he gets here . They don't want 
him shot down. But he is due here any day. 
Do you know him? 

I have heard of him. 

Well, he will be here. 

Now, Dan, what can you think of? I mean, 
what can you think of the things they ere 
going to ask me tomorrow that I ought to be 
preparing to answer7 

Well, they are certainly going to ask you 
what is goin~ to be done with this money, 
how is it go1ng to be spent, I mean the 
purposes . 

The stabilization fund or the Export- Import? 

I think e.ll of it . They lTill want to know 
if it is going to be spent in this country. 

~ell, I couldn't explain how the Chinese are 
going to - how would you answer that ~uestion? 
They say to me, "How is this money go1ng to 
be spent?" 

Well --

I mean not t he Export- Import. 

Well, in general aupport of the Chinese 
currency. 

4? 
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Bell: The1 might uk Cu who will get the dollars 
in support of t t . 

H.1!. Jr: \'lhere will the dollars be deposited? 

Bell: No, where will the dollars go in s~port of 
that currenc17 Vlill the1 go into apan 
or some other countr1? 

H.l.!.Jr: If Dr. Soong doesn't mind, ask him a fsw 
questions as though he were on the Hill and 
{hu were a Senator and he were Secretar1 of 

e Treasur,y. Ask him a couple of questiona. 

Bell: The Senators will ask where these dollars are 
goinf to go in support of this exchange; what 
coun riea are going to get them. 

Soong: Viell, I take it the fear is that it might get 
into Japanese hands, but as far as our records 
go, the records of the Chinese Government fo, 
the Japanese have not a~uired IID1 aubatan ial 
foreign exchange, altho tha1were su~orting 
their ourrenc1 for three 1eara and a ha , so 
one would think that it would go to the ~-
chase of such materials as China needs, e 
Chinese people need, not the purchases b1 the 
government. · 

Bell: Do {ou think eventuall1lt might find its n.1 
bao into this oountr1 so eit er 1our own 
business interests or --

Soong: \7ell, to date, it aeeoa the European ooun-
tries are praoticall{ excluded. It will 
probabl1 be largel1 o !aerie&. 

B.lol. Jr: Bow about to Runia? 

Soong: Well, n do not paJ Ruaaia in .&aer ioan dollara. 
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We have credit from thsm, you see . 

I see . 

\'/ell, it is inevitable - ian' t there a great 
danger that some of the foreign exchange may 
well find its way into Japanese hands through 
the kind of channels which characterized the 
operations in the last couple of ;years, Japan­
ese getting hold of national currency end 
selling it through Shanghai, through some pur­
chases in the occupied territor,1 

Well, our experience has been the. t the Japanese 
when they get hol d of our national currency 
are obliged to use it to support their armf 
in China, the armf, in Chinese money. 

Don 't they depend upon their military scrip 
and yen? 

It is because of the aoti on of the gorillas 
that the yen can only be used in very few 
spots and an a liDited scale. If the Japanese 
want ed to purchase goods in the country, they 
would have to use the Chinese yen. Therefore, 
the fact that Japan gets value out of Chi.na 
does not cOI:le through Chinese Government's 
supporting its own currency but because of 
the fact the Japanese could levy taxes &Q1-
way on Chinese residents in the areas that 
they control, and the records of the Chinese 
Goveriiillent banks so far have been to show 
that the Japanese have acquired very little 
exchange, foreign exchange, from the Chinese 
stabilization fund. 

I take it rou think it will have to be one 
of the dut~es of this oomaittee to see that 
there is a minimum of funda going in t hat 
direction, ~~~~~~ggling of gooa. f r 0111 Japan 
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and lfanchuri a . 

Surely. We are not there to help the Japan­
ese . 

I have a question r:hich, if I could get e. 
good ansr.er , it Tiould be hel pful. You say 
that there ere 5.7 Dillion pounds left . 

Yes . 

HoTI much was that fund ~Yhon it started? 

i,hen it" as st arted, i t was in the first place 
ten million pounds, out of v:hich half ns 
given by the Chinese Gove~ent banks and 
half by the tTio British banks . Of that, 
about 2,700, 000 pounds are in existence . 
Because of the fac t that at one period the 
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f und was almost down to nothing, the Hongkong 
bank and the tv;o Chinese banks again put up 
some money to tho extent of about three mill ion 
pounds, so this 5. 7 million pounds is the 
balance of ten million pounds, plus three 
million, thirteen million pounds. 

I see. Over hoT1 long a period has that been; 
when <'J.c! that fund first --

It started in the spring of ' 38. 

A year and a half 

They have lost --

••• • two and a hal f years . 

If they = ted t o close the books and see what 
they have l ost in this period by virtue of 
the yuan --

• 
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About half , 

Not quite half, but I should think pretty 
nearly half , 

About 4, 700,000 pounds . 

Noi I say ho•,7 much have you lost, the present 
va ue of this sterling and the yuan, as com­
pared with the value there? In other words, 
in a year and a half --

Two and a half years, Harry, 

Trro and a half, but they have lost more rapidly 
at certain points . 

About ~10 end a half years , 

They have actually lost that much and got 
nothing for it? 

They have the yuan, but the yuan now is worth 
about five cents, whereas when they boup:ht 
th~ they nere ~orth anyr.here f rom 19, 16, 
14, to 12. 

\,"nat is the yuan north now? 

It has been pretty stable at five cents, 
5 and 17/32niis . 

For h0\1 many months has it been stable? 

Since the sprine of the year . 

And how about your cost of living? 

The cost of living has gone up very much, 

The figures shon that prices are about five 
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times what the;;r v;ere when t he war broke 
out . It varies r;roatly from district to 
district. 

In t orus of yuan. 

In ter-.Jts of purchasin& nower of the local 
i nhabitants . • 

Are they liabl e t o r;et into the fiscal set ­
up there? 

'i'heJ are in a ve~· bad fiscal situe tion r i;;ht 
110 \f. 

Are 178 liable to be asked about t he budr;et 
and t~e debt? 

I t ilink th e;r mi ;;ht ask somothin;; about tl1e 
deficit and I think if you have the iigures 
1 t woul d be well. They might ask you how 
thei r budbet pi cture looks . I can give it 
to you or Soon& can give i t to you. 

I rtoul d rather not hear it toni sht . 

It is bad, a:tl'JI'ay. 

It might be better to just say it is bed. 

T'na t characterizes it. I tah it, L:r. Soong, 
you T;ould agree with that? 

I woul C. say after three and a hal!' years of 
v;ar , it i s bad . If any country has been i n 
our situation three years and a half, I don 't 
think i t could be much better . 

A~d if t he;r a sk me how is the financ ial situa­
tlon of the Japanese, I would say it vtas bad 
also. 
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You could also say it was surprisingly good 
after three and a half years, couldn't you? 

Surprising in that financially we have been 
able to last as long. 

Herbert, do you think of something that might 
come up tomorrow? . 

No, I don't . I think they will ask something 
about the financial condition of Chino. 

I f they want to go into details, we will 
have a man there • 

.!erle? 

Does this one committee control both these 
parts of the fund, of the "A" and "B" funds 
for the stabilizati on? Is it the same com­
mittee? 

Yes . 

And have we worked out far enough to know what 
our man would do? V:ould he sit on that com­
mittee or would it be their committee? 

I haven't had time. After all, we only -
after I saw Dr. Soong, we only agreed to 
t he thi.ng right after he lef t, eo I haven' t 
had --

Kay I say that there are certain possibilities . 
One, of course, would be that he would sit on 
the committee . The other would be to form an 
American committee and have a joint committee 
of the two funds , together . 

Yes, something like that. 
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With reference to our fund, the fellow 
might be different than with regud to 
that . There are all sorts of pobsibilitiea. 

Oh, fes . 

\Vhat else, Uerle? 

That is all I have, sir. 

Ed? 

Well, I think thef ma7 ask the relative 
differences between the use of the Export­
Import Bank monef and the stabilization fund 
monef, and I haven't been in on all these 
discussions so it isn't oloar in my mind 
just what shadations there are of difference 
between the use of the funds. 

You can ask Professor White. 

I m looking at b.im. {Laughter) 

Well, the Export- Import Bank funds 10ould be 
used presU1118Dl7 for sllecid purchases. The7 
would be able to say if they bring - and if 
they are ~ot required to spend all the mone1 
here, and that has to be gone into, they 
might say it would be used for special pur­
chases either here or thoro . The stabiliza­
tion funds are used to meet tho demands on 
foreign exchange that arise from a large num­
ber of sources, some from the imports of 
private Chinese, some from possible move-
manta of capital over which the7 111&1 or ll/&1 
not han control - it depends on their polic7 -
some fr<D smuggling, some from Japanese 
operations and some f r om the usual govern­
mental operations between countries, so that 
fOU cannot alwafs segregate what the monef 
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1a to be used for. ill you !mow 1a that you 
are called upon to supply exchange from these 
various sources . 

You dCil 1 t think they could earmark all the 
various funds from IIIIUggling to be paid back 
to us, do you? 

It would make a siaable fund, 
I 

Will the lllport-Export Bill k be used for war 
supplies, airplanes? 

Well, the condi tiona of tb&t tund --

They cannot be used for airplanes . I believe 
there are restrictions on the Import-Export 
Bank itself. 

Have those been imposed on this new fund? 

I gather that it was not so much imposed by 
them - -

I thouiBt this last time they said they were 
not gofng to ask any questiona. 

Oh, the 25? 

Am I right'l 

That is what I understood, that there were 
to be no str ings on it, 

No strings whatever. 

So you oould spend it for any purpose that 
was legal in a particular oountrrt 

No, not for purchase of nr auppll11. 
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Ie that in the charter of the Export- Import 
Bank? 

It is policy. 

It doesn't apply here, does it? 

No. 

You (White) are a director of the Export- Import 
Bank. 

We haven' t decided yet what the conditions are, 

That ·condition was i.Drpoaed, ae I remember 1 
Harry, in so far aa that belonged to the 
Universal Trading Corporation, 

But not this last "25 million, 141 understanding 
was 'there was no condition. However with 
respect to this 50 million! I don't bow \Yhether 
there has been any diseuse onJet of the terms 
and conditions, so that I thi the question 
would have to be answered in general that it 
would probably be used the way - probably so 
far as you know will be used the W&f the 
funds of the Export- Import Bank are generally 
used, That is l!r. Jones 1 problem. 

Congressman Smith might ask if these funds 
from the stabilization flllld could be used 
for military purposes. 

No. 

Well, if he does, ~f he is emart enough t o 
ask that question, I think that we could 
answer it by saying that you cannot say for 
what purposes the funds will be used. ill 
you know is that you have a lot of exchange 
coming to you which you have to meet in order 
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to prevent the yuan from dropping, and you 
cannot say that this dollar was used for 
that purpose or this dollar was used to 
provide the lbbassy here with funds 111 th 
which to conduct their business , 

I don't know whether you have answered the 
question, but supposing they ask what are 
t he principles that underlie the expenditures 
of the funds heretofore out of the stabiliza­
tion fund, the Anglo-Chinese fund. 

It has been the necessity to meet the demands 
for foreign exchange in order to prevent the 
yuan from depreciating, 

Well, they would say that any demand for 
foreign exchange would be treated the same 
wa:j. 

\'/ell, they have exchange controls and they 
don' t permit a number of things to be im­
ported, because they feel the country cannot 
afford it. They don't permit capital move­
menta of certain characters , The new c~­
mittee may be - exercise a more stringent 
measure , It may develop new techniques , It 
may increase restrictions on capital outflow 
or i~?~!s, but the effort will be to per-
mit C · to conduct a war and t o prevent 
the yuan from dropping, and as between those 
two objectives which have to be r econciled, 
there are all sorts of possibilities , 

Viall, in the question of dropping it, I take 
it it did drop, and you always have a ques­
tion of jud~ent at what point you want to 
stabilize, how you want to sec it drop. Do 
you want to maintain it at the current price 
or what will happen. 
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I think it will be made clear that stabiliza­
tion doesn't necessarily moan keeping it at 
a point, that much depends on what happens to 
the price level and the circumstances , The 
appropriate use of the fund may Vtell be at 
some time to permit the exchange to drop when 
it costs too much to keep it where it is , 
That ia what has happened before and it may 
even go up as it has before . It rose one 
period from six to eight cents and remained 
there for a long time. 

Suppose they ask me, are there any more 
crises coming along in China that will,. cost 
another hundred million dollars. 

1!r. Soong will answer that . 

You don't expect anything in the next couple 
months, do you? 

Well, a general question like this you would 
have to answer, I suppose, that in esse it 
comes it is for the American Government to 
decide whether it would or wo~ld not help. 

One thing I wanted to ask is this: I don't 
expect to be asked this tocorrow, but do 
you consider that the Government of Siam 
today is friendly or not friendly t o Chins? 

I think it is distinctly- I would consider 
it unfriendly to China. 

Unfriendly to China? 

Yes, because it is cooperating with Japan. 

I see . 
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I think the Siamese are taking the French -
are enga~ing the French to give the Japanese 
opport~ties . Fo~ the peace of the Far 
East, they must occupy Thailand. They must 
oocupy the naval base at Kam Ran. 

Where is that? 

!forth of Saigon. 

You mean Siam is going in there? 

lfo, the Japanese are instigating fighting 
between the Siamese and the French Governoent, 
so that they have an exouae to step ln . After 
stepping in, they would link up with Siam and 
make further moves toward Singapore and the 
Dutch East Indies . 

Through Siam? 

Probably through Siam. 

But Siam is friendly to Japan? 

The Japanese have a lot of interests in Siam, 
particularly with the military clique which 
it is fostering. Japan has sold same credit, 
a lot of munitions, anti-aircraft guns, ar­
tillery, end also a number of Coastal --

Coastal batteries . 

Not Coastal batterieai but you would call 
thsm monitors for aha low water operations 
but with heavy guns. 

Coastal patrol boats . 

The Japanese get ao man;r from Siam and the;r 
intend to use it in Singapore some da;r. You 
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know the last three weeks here our records 
show that Japan has stopped buyine scrap 
iroll , \'/here would you suppose that she is 
getting her scrap iron? 

Japan, before the final embargo was put in, 
had bought very large quantities, much 
greater than her needs, and I think she is 
leaning on that . In addition, she is getting 
all the iron ore from Indo-China . 

Indo-China? 

Yes. 

That is where they are getting it now? 

Yes . Of course, that is not a very gr eat 
quantity, but it is quite useful, 

I see. 

Did rou (tbite) check up on how much she is 
gett1ng from the Philippines? 

Scrap iron? 

Ho, i ron ore . 

I don't remember . 

llake a note of it, because· there is iron in 
the Philippines . 

Yes, there is, and she is very likely getting 
some iron ore from there, because her trade 
over there has been fostered . 

You might get some cables off. 

I will find out. Of course, there is no 
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prohibition of any kind t o keep them f rom 
it. 

I know, but it would be interest ing to get 
the tonnage , 

Ylhat port would the iron ore come out of 
f rom Indo-China? 

As a ~ess, a port called Q)J.i - Jiohn. In 
addit~on, some goes to Haiphong. 

There is one questi on, Ur . Secretary, they 
might r.ell ask, They might ask you how 
long is this money going to last. 

'iiell, horr would you answer that? 

I r1ould say there is absolutely no way of 
knowing. The last fund lasted for two and 
a half years, but tho pressuro may be much 
greater now, 

How would you (Soong) answer that? 

I think that is a very true answer. \',bo can 
tell? 

Hope for the best. 

We can only go on the record of the past, 
The record of the past was not verr great. 

But it may go out fas t er, because the extent 
of control which the Chinese Government has 
is not as good, not as wide, and their prices 
are rising very l'apidly, which should increase 
the pressure on exchange. 

Will t he fact t hat the Japanese troops have 
gone out of Shanghai help you to get control 
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over that coast? Have they left t he coast? 

Well, as a matter of fact, although the 
Japanese say they have blockaded the whole 
coast, there are any number of points where 
we send gasoline and everything. 

How do you explain this withdrawal of troops 
f rom Kwangsi and that part of China? 

General Chiang - let's put it this way. The 
Ja~anese feel that they could not defeat 
China by a quick blow now. They have tried 
for three and a halt ;years and they are no 
nearer completion today, In consequence, 
the;y have been, through the intervention of 
the Germans, and b;y t heir own negotiations, 
trying to arrive at a peace with General 
Chiang Kai- shek. Another thing that has came 
to our government, Ribbentrop, soon after 
Uolotov returned from Berlin, called our 
Ambassador to him and said --

In Berlin? 

In Berlin; v:e still have an Ambassador there. 

He said, "Now look, relations between Russi.& 
and Germany ere growing every da;y more cor­
dial. Germany is to~· the dominant military 
power of the world and she could reorganize 
Europe very quickl;y. \':e expect to knock out 
Great Britain by the end of the year or by 
next spring at least . • 

That is 'llha.t he a.sid. "'When that comes, 
China could expect no assistance whatever 
from America. and Great Britain. As a matter 
of fact, the assistance f rom America and 
Great Britain have today been more nominal 
than otherwise. Therefore, if the Chinese 
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Government does not come rapidly into peace 
terms with the Japanese, which we are trying 
to make as light as possible, Germany will 
recognize v::r Ching-wei. In that event, 
Italy is co tted to recognize him, too. As 
far as we are concerned, by the terms of our 
Axis alliance, we are obliged to recognize him. 
Under those condi tiona, your situation will 
go tram bad to worse. On the other hand, if 
you were to arrive at peace terms with Japan 
todal, which we know would be very easy, we 
woulc guarantee that Japan would carry out 
the teres of whatever peace arrang~ent they 
msde with you, and Japan would not dare to 
go back on these peace terms. \/e have aleys 
held General Chiang K.ai- shek with great ad­
miration and respect and we si ncerely hope 
that he will take this last opportunity and 
make use of it." 

That is the gist of the conversation. 

Between Ribbentrop and your Ambassador? 

Our Ambassador in Berlin. 

\~·as that rela;yed to the State Department? 

Relayed by llr. Johnson to the State Depart­
ment here. You see, the general analysis 
is that the Japanese, knowing that they could 
not crush the Chinese Government at one 
blow - they have f&iled for three fears now -
have thought, "Well, why should we go in 
and be mired, bogged. Let ue withdraw as 
many troops as possible for the expedition 
to take complete occupation of Indo-China 
and t o take Singapore and the Dutch East 
Indies. Therefore, if we could succeed in 
making peace with General Chiang Kai- shek -
but if not so, let us remove as m&n7 t r oops 
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as possible and put the rest in strate~ic 
points in China like Canton, llankow, w!lere 
under heavily guarded fortifications it 
would be very difficult for the Chinese 
;,rmy ni thout the support of an air force 
to attack. " 

By keeping on t he defensive, Japan, which 
has noYI a million and a quarter men in 
China, could pull out a lar&or number for 
the expedition to be - to occupJ Indo-China, 
to meet with Siam and ta.ke Singapore, and 
also to occupy the Dutch East Indies. In 
addition, the Japanese Army now has to be 
supplied by a large number of transport s, 
food supplies, and so on. These would be 
released if lar$e numbers of them left 
China, so I beheve that they are now with­
drawing troops, puttin6 them in llainan, 
putting them in Formosa and in southern 
parts of Japan proper, ready to jump off 
when the time comes . 

It is our belief - in fact, 11e have Secret 
Service information \,hioh arrived hlo or 
three months a~o, even before the signature 
of the Axis al~iance between German7, Ita!¥ 
and Japan, that there was an understanding 
with the Germans whereby coincident ;·;i th 
attack on Gibraltar, attack on the Suez 
Canal, there f/ould be launched an attack 
on Singapore. That is the Japanese side of 
the bargain, and in this arrant;ament, all 
these areas - that is, Singapore and China -
are allotted to Japan for her living room 
and today this is - this has been seen as 
true, completely true, 

\~hat other arrangements do you think - or 
do you know - took place between llolotov 
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and Hitler on this recent visit? 

\iu have no definite information on that 
point, but we gather that the result is 
not as promising as the Germans would 
like to believe, and we further gather 
that the Russian attitude toward Japan 
has not been mollified by their visit, 

Harey, wcy is it advantageous for the 
Chinese Government to support the ruan 
in occupied territories? 

Unfortunately, they have got to support it 
wherever there is a yuan. There might be 
a possibility, and it has been discussed 
at great length and final r1ord hasn't been 
said on i~ - there is a difference of 
opinion - in which they might segregate 
the currency in the areas over wliich they 
presumably have control from those which 
they don't, but beoauee of the importance 
which the Shanghai area has always played 
in the cacmercial and financial life of 
China and because of ita preltige and be­
cause of the extreme complexity of that 
kind of segregation of the types of currancy, 
the proillem has not bee.n settled. There 
would be some advantages and there would 
be some disadvantages and there is dis­
agreement, but if they could cut off that 
without suffering any disadvantages, it 
would be an excellent thing. 

A complicating factor in the interior is 
t hat their gueril la forces, who are veey 
important to China because really they 
confine the Japanese t o small centers, 
operate with national currency and there 
is a constant fight between the various 
ourranoiea there, ao that they have got 
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to keep alive their currency in those areas 
for two reasons . In the first place, to 
support the guerillas as llllch as they can, 
and in the second place, I think it is 
reasonable to s~ that the guerilla's con­
cept of the strength of the national govern­
ment is much affectsd by the purchasing power 
of the currency which they uae. 

That is an explanation. In addition, I midlt 
say that two or three times in the occupied 
area a srbol of the national dollar ia a 
symbol c the uni1y in China. If you were 
to cut it off, it would be like an entirely 
different country. 

Are you putting out a good many jU&Il? Are 
the ,printing presses working pretty rapidly 
in increasing the iaaue a great deal? 

Oh, yea. 

The figures show - and I won't say that the 
figures are net inaccurate,. although there 
are some who believe that tlley are - th.e 
figures show from up to June to the previous 
January, in that six months, it 1a a billion 
yuan increase which 1a a nry large increase, 
a very large Increase. How, , I wouldn't ask 
Soong whether those figures are accurate, 
but it has been known when countries have 
been faced with similar situations that 
they don 1 t allraya show what the{ have printed 
because the psychological effec is !mportant. 

\7ell, you han been pretty largel.f financing 
your deficit through the printing of yuan, 
have you not? · 

liaturall.T, beoauae we are -.lntaining 111 
1.NJ of ltro and a hal! lll.llion lUll, and in 

• 
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addition we are maintaining two million 
guerrilae and therefore three and a half 
years more is very, verr e~enaive. In 
addition, the most heav1ly 1nduatrialized 
areas are in Japanese hands. In such areas 
industries such as we have are being con­
stantly bombed. On account of that, you 
see, it vrould be decreasing. 

Have you any estimate, Harry, as to the 
amount of the total outstanding issue of 
yuan? 

The figures are almost seven billion yuan, 
because there are certain bank notes that 
are outstanding and haven't been cal led in, 
but it may be substantially in excess of 
that . Those are the figures, That is only 
of the national government. There are three 
other kinds or currency floating around. Some 
of them are rather substantial. There is also 
a further reason. Their tax source is dried 
up because the Japanese have control over the 
customs1 so that their f i nancial situation is 
pretty Dad, 

It is not tremendous, matched wi th our own 
increase in the national debt, for instance . 

Oh, their national debt? 

No, I am talking about this phase of the 
national debt, the yuan, about perhaps ten 
million outstanding. 

Well, the yuan is worth five cent., ao that 
would be a little more than a billion and 
a half in currency, but acme of that replaced 
the silver in the circulation of coins. They 
have done pretty well, conoidering, but it 
is beginning to get pretty bad now, The 
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rate of increase is beginning to rise , 

You mean in the money'? 

In the money. 

Well, don ' t give me too much bad news . I 
have to put up a good front tomorrov:. You 
can save soce of your bad news until to­
morrOll night. 

Uarrr, it isn't altogether a demand for 
forelgn exc~e that has made the yuan 
go down, is it'1 

That is the point we are just about to - ­

Yes, if you say that the - it has to be the 
demand, but - that the supply has diminished 
and the reason why the demand has increased 
is because of the rising prices, but it is 
through the demand. 

About the only purchases here have been by 
the ~;overnoent . 

But there has been a lot of smugelin~ and 
imports. They didn't shut donn within a 
year . They were a year or two late in im­
posing strict controls by virtue of the 
difficult circucstances. 

In the present value, the yuan is about 
500 ~llion dollars all the outstandint; 
yuan, so your 50 miilion would be about ten 
years reserve on the outstanding issue . 

They have more reserve. There is a sub­
stantial amount of dollars which they have 
here llhich is part of their r eserves , I 
mean, their ordinarr dollar balances . 
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Who, :ur. Soong, does &ll that money belong 
to, their dollars here? 

Some of the dollars belong to this fund 
"A" and "B". Some belongs - a good deai 
belongs to the Minister of Finance for pur­
chases. There is also private funds , funds 
of private banks we were t alking about, 
&!together . 

Do you have any idea of how m&ny dollars 
there &re in the United States? 

I would like very much to know. You people 
are keeping tab, aren't you? 

Do you know how much there is? 

The information I get could not be very 
accurate . 

Vie could tell him what our figures are? 

\Jhy not? 

Well, there &re over 170 million dollars, but 
that includes Shanghai , It includes - may 
include part of Hongkong. 

Hongkong is not --

But I mean in our figures . That is why I 
was wondering if you knew how much there 
was. 

Hongkong we couldn't consider our own. It 
is & Britieh colony. 

I think most of the funds that are there are 
in Chinese Hongkong. A good many Chinese 
who could afford it have gone to Hongkong, 
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but they sent lheir money here so they 
could be doubly safe. 

\'/ere there any Japanese notables killed 
in that train bombing? 

I hoped to give you some good news, but I 
haven't got it yet, 

llo nens out yet, is thore? 

\,hat is that? 

The guerillas bombed this official train 
going to Nanking to the coronation of Weng 
Chlng-wei . 

Was that on the radio today? 

No, in the pa~ers yesterday, The Japanese 
announcement 1 s that those who were killed 
were all Chinese coolies, but I suspect 
that it is not correct. 

Of course not, because coolies don 't go to 
such things . 

They don't travel on trains, either. 

It r.as a land mine, There were 150 people 
killed and a hundred or so wounded a.nd that 
is a very big mine , 

A train on the way to - -

•••• Shanghai to the celebration of the treaty 
between Japan and China recognizing Wang Ching­
wei. 

Didn' t the Japanese announce that what they­
were doing there with t his other leader had 
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the a~athy of the Chinese nation and 
that Chi&~ K&i- ehek mig)lt come over, too, 
and then right after that announcement 
they had this bomb explosion and killed & 
lot of people in this train wreck, so that 
the two didn 1 t fit together very well. 

Would you (Soong) like to ask me some ques­
tions? 

I 

Bow quickly could we - of course, - how 
quickly could we conslllltl&te it, because I 
am very anxious to know. 

I! I am successful tomorroTI, we can con­
summte it this week. 

That is vecy pleasant . 

We can conamm•te it this week if I am success­
ful tomorrow. Once we make up our mind, the 
Administration, that we want to do this, the 
thing will go very very rapidl;y, and with 
Sir Frederick Phillips cam!nR here this week, 
we can get him in on this thing. 

A week or two? 

Well, as far as I llll concerned, this week • 
That is where these laWfers come in, rou 
kn01r. They like to work nights. 

Ther make ua work nights, too. 

Well! unless there ia something elee, Dr. Soong, 
I wi 1 finish with these gentlemen. 

So we would --

We will let rou know tomorrow wh.&t eucceaa 
•• han IIUit w1 th. 
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I would wish you to consider thAt instead 
of announcing t hat the fund is provided 
or somethin~ like that, we are undertaking 
with the Chmese Government thl't we will order 
by Universal all this stuff, so that it will 
wake a much bet ter presentation t o the Chinese 
Government and people, and as you r i ghtly 
seid, the Chinese politician must look out for 
his heed, I have to, too . 

I see . 

I hope you nill bear that in cind. If we 
get the sane result in tenns tha t eiGht 
arouse the ire of my country at me --

·.:e will give thet careful consideration. 

I t ake it also that if there is a statement, 
he will have an opportunity to see it , 

i:e will let him write it. 

Unfor tunately, MJ ~nglish is not good enough. 

·:,ell, hov; would you like to tlllke this fund? 
'I. e ;;ould have nov; about 20 million dollars 
worth f roo the fund "A • and "B", ro Dillion 
froo the stabilization. In addit.ion , if we 
can get it, and I think r1e ought to be eble 
to get i t, another 122 Dillion. Th&t would 
make i t nearl r 82 mil lion, isn ' t it? 

82i. 

I am not sure that I follow him. 

Neither am I. 

He was adding up the total monetary resources 
of those three funds , 
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There is the existing 20 million, 50 million 
and a hal! --

liell, I take it that those are details, or 
at least those are matters to be discussed 
when we know how it comes out tomorrow. 

You mean these sums could be - how it could 
be made, how the sums could be tied together? 
Because I am not sure that the British are 
ready to tie them up together, you see. 

~ell, I take it that the Secretary properly, 
~ith respect to that, has as nuoh informa­
tion uith the proper qualifications f or 
tonorrow morning. After that, he will be 
in position to discuss the matter further , 

Yes . If, after all, I stick by this ex­
tension of the 50 ~llion, you see, and I 
think I may have to do that, that it is 
simply an ·extension; v1ell then, in that it 
would be just an extension of this fund 
which would permit you to draw to the ex­
tent of an additional 30 million of new 
money, you see, 

30 million of new money? 

You have already used 20 and you have 20 
million dollars worth of gold. 

llut that would - do I understand that this 
is only to borrow 30 million, not 50? 

Jlo, what we are talking about ia an exten­
sion of this present arrangement for another 
year . 

Well, that 20 million ill really our own 
money, isn' t it, for the purpose of window 
dressing? 
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Well ' they dian It - I don I t think Dr. Kung 
ever called it window dressing. It is the 
first time I have eve.r heard it called 
window dressing. 

But it is so, isn' t it? 

I don't think so, no. Certainly Dr . Kung 
thought it was a good piece of business. 

Well, as far a.a that is concerned, he made 
what he called loans in silvori but i t 
amounted to the same thing, on.1.y pqing a 
little core interest, that is all; but I 
don ' t quite get it . Didn' t the President 
announce that something like a hundred cillion -
50 cilli<11 from the stabilization and 50 cillion --

You can get a copy of the announcement. It 
was in today's paper. \'fuat the President 
said was that I rrould appear before these 
committees to~orrow. It is all in the news­
papers. I forget just how the language was . 

A proposed extension of the s tabilization 
arrange1:1ent with China, and in our discussion 
with the State Departcent we made it perfectly 
clear to them what we had in mind. 

And then Ur. Jones wrote e letter to the 
President, which I never sew until after 
it was given out, in which he made certain 
statements entirely on his own, but after 
ell, what Ur. Jones writes the President 
is between Hr . Jones and the President. But 
I never saw the letter until after it was 
given to the newspapers. I have a very, 
very difficult task. I am not at ell sure 
that I am going to be succesaful. I have 
to do some window dressing tomorrow. 
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Well, I don't want to be ungrateful, VIe 
have no right to ask ~hing of 1ou, but 
i t doea se~ to me that it will come as a 
great ahook to our people if they think -
if the1 had the misconstruction that it 
waa a hundred million and now it ia only 
eighty, beoause as far aa General Chiang 
ia concerned he was aaking for two or 
three hundred million for the currenc1 
loan. I oannot but feel that he would be 
very disappoint ed. 

Of courae, he hasn't got anythinf yet. The 
onl1 thing definite is the 50 mi lion from 
the Export-Import Bank, but until these 
Congressional committees tell me they are 
satisfied, I can 't move, and I have made 
that very, vecy ple.in to everybody, and I 
mean there would be no purpose to aak these 
two committees to oal l a meeting tomorrow 
and l et Mr, Hull and me appear before t~ 
if the matter was all settled. I mean, if 
you read the paper today, it is all very, 
very tentative, I mean, they mar_!ell me 
to do nothing tomorrow. I am go~ to do 
the vecy best I can, with llr , Hull a help, 
to get their approval, but as the matter 
stands now I am committed under rq word of 
honor to do nothing until I appear before 
these committees. 

I know what a difficult task Jdr , Secretary, 
you have before you, but couian•t you ask 
for 50 million instead of SO million! be­
cauat the aituation 1n China h real.Ly vecy 
bad and we are not optimistic. All the facta 
and figures go t o ahow it is so, At beat 
we han - even if we only_fet 50 aillion 
we han 01117 about 80 al.ll on dollars funds , 

'leU, leave it with me, will rrsu.? You have 
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to, &eyTI8.'11 and let' s see what happens to­
morrow. \'le will see what happens toJ;lOrrow. 
I mean, if Senator Vandenberg and Senator 
Taft appoar t o:norrow, I don 1 t know what is 
going to happen. 

I say quite frankly, although I say i t on 
my own responsibility, and it might sound 
ungrateful, but I would rathor that I failed 
than to present it to my people, because from 
what I saw I had given th8111 to understand 
that it wu a hundred million and aa far 
as the ciroumatances of the Chlnese are con­
cerned, for what we deserve, we do not deserve 
that cuch, but for what we need, ne need that 
and more . 

Well, J.!r . Soong, i t 110uldn' t be a question of 
your failure being involved in this one way 
or another , I think the Secretary has pointed 
out that he will do the best that he can and 
beyond that I don' t think there is any reason 
f or discussion. 

Well, don ' t think that I am ungrateful. I 
am very grateful for all you have done for us. 
This is the mos t that you have done for usi 
but I do hope that 7ou will find it possib e 
to give us - I hope it will be --

I am very unimportant. 'ile do these things 
and we hope for the best . I gave a good 
many years of day and night to the French 
Republic e.nd today there ia nothing to show 
for it, so as I say --

Well, we hope you will not disappoint us, 
llr. Secretary. 

One just doean' t know. I have spent da7 and 
night trying my beat to help the French save 
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themselves, and all of that has gone to 
waste, so fortunately I am an optimist 
and believe in democracy and I do the best 
I can. 

Thank you very much. I hope I have not 
been rude, but I waa reallf taken aback. 

Well, I thouiht, you see - I knew more of 
it than you did, that was all. 

(Ur. Soong lett the conference) 

Ot course, this fellow couldn' t dreem I made 
it perfectly clear to Sumner Wellee that what 
we were tan.mg about was that thirty. 

I think it ceme aa a shook to him. 

And he had no way of knowing what waa in our 
minds. 

No. They didn ' t tell him, apparently. I 
don' t know .whether they approached him. 

Listen, I hate to show before him that we 
have an American Ambassador, and the Secre­
tary of the Treasury doesn' t even know what 
is in his cables . 

We haven' t seen aJI1 of hi• cablea. 

It would have aho1111 some light. 

It is the most outrageous pi ece of business 
I ner saw, that the State Department wi th-
hol ds these oables £ram me. ' 

And the brillg preuur e on ua to do aome­
thillg onr the nek-end w1 thout aJ11 knowl ­
edge of the •1tuat101l at all. 
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I me&n it ie - well, I won't urit ie 
humiliati.ng beoauae I am ao uaed to it 
nO'If that I don 1 t get huaili&ted, beoauae 
I think it ie diagracetul on the State 
Department'• part that therwithhold that 
information when we do eTerything poaaible 
to oonatantlJ aerrloe th1111 with nerything 
that we han. 

Not only that, but if rou don't know rou 
are not getting the information - but rou 
think rou are getting the information. It 
waa quite interesting, what he had to ear. 

WhJ, it ia outr:f~oua that thia t~ that 
comu through, oh haa to bear on thit 
atu!f, that theJ don't tell ua. V.hen 
llexandar Kirk was in there, he m&de aoae 
referenoea to aome cables he aent &nd I 
said, -well, I don't aee them.• Be said, 
"You mean to aar that ther don' t ahow them 
to rou?" 

I kind of han a feeling that we han been 
taken for a ride, &ll1h01f, onr the week-end. 

Oh, I know it. 

It a ricksha. 

Yea. 

With Jonea' letter to the Preaident end the 
reat of ut. I mean I am parfeotl7 oon­
eoioua that I haTe been taken for a ride. 

Jone•' letter •&J• an additional hundred, 
That ie where he get• the blpre••ion. 

I think hi ha4 a right to be a little bit 
lhoote4. 
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Oh, rea. 

I know it. I read it ten times. 

OUr statement didn't aay that. 

But Jones' letter apecificall7 eaid addi­
tional credits of a hundred million dollars. 

Probab~ the first thing he did waa cable 
that to hia gonrmunt. 

That is 70 million from the Export-Import 
Bank. 

Of course, rour atatament prepared for the 
committee is auch that the gold could later 
be surrendered. The7 will make a atraignt 
credit of fift7 under that atatament you are 
making to the committee. \'/hat he is asking 
for, you could do under that atatament you 
are making to the committee. 

I wouldn't rush to do that, though. 

No, it doesn' t have to be written that W&f• 

You don't have to make that decision until 
later, but the W8f it ia fixed, you can let 
the 20 drop to 15, 

He is on the spot end it is throucll no fault 
of his, but when he got that war I just thought 
I would let him know --

It was embarrassing. 

Well, he kept aqing it was window dresaing. 
He asked for it. 

He added 15 and 20 -· 
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He knew all the tillle . That ia the reason 
he made that addition. 

No, he didn' t know. . 
Well, it was stated right at the first , 

No, he was really taken aback, Herbert . Don't 
you think so? 

How could he han kno'llll it? 

I thought it wu said in the first part of 
the conference, something that --

lfobody mentioned the thirty, That is why when 
he added it I didn't want l;o 88¥ yes , 

Harry aays l "You want us to tell him?" I said, 
"Go ahead, ·-

He was incorrect , and I didn ' t know whether 
you meant to let him have it or not , 

When he didn't get that 00 million ~ter what 
the Secretary said, he probably blamed it on 
the l awyer s , 
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!FruJOO!! 

lleo_,.r 2, 1940. 

'lOr S.CNtatT lloraenthau 

PROIIr llr. !al.U'ftft 

SUB.m::Tr Cor>fuwnce at the 'tlbita llouee, .....w., ot Fridq, 

lowul>er 29, 1940. 

Preaontr 'l'be PreeidiDt, Secretary lloraent.bau, DiNotor of tlle 

Budcet, Harold Sld.th, Sellatore llarrleou and aeorae, 

Coacree- DoucbtoD and Coop.r and llr • 8ulli ftllo 

'!'be oonteracce etartad 111 th a cl1eoueioa ot the relatiOD­

ahip ot ....,m_pta to •no.-1° bladc•t and the etata.nt 111 the 

Pree1dent tllat DUt 7M1' (fieoel 1942) • 'IIOilld c.- wit.MD 

S600,ooo,ooo ot ..ucc the •no.-J.• bladcet and tllat tbill $600,000,000 

_. about the na ot earwarlred tuee which 'IIDder the !'1ret - Aot 

of 1940 would haft to be applied ~t tlle det-• .,.. •abDo..-1• 

INdcet. 'l'be Preeident thaD .....,_ad tllat be ._. ao1.Di to •ke ....., 

effort to out to the bone other expeceee tllat •re not _....,.. Be 

1al1cated that ba tboql\t 1IP1 could be ....mo.d 111 halt and pft the 

-!!llple or t.ba tbouand 'IPJ. worltere 1D the llortoll< ~ Yard, halt ot 

wlloa bad b111n talcen on to the recular Jla'fJ ~lla. 

Concam .. ta<pi'Ueed 111 all owr tha Ua1ta em the • Uonal 

debt and tha Preeident Mid tlla t be tboacbt tb1e pi'Oblea preeeDtecl a 

'fWrl Dice lapl -t10DJ CaD .,... CoDcreea, 111 oettillc a lepl debt 

lilld.t, b1al a Wbelqi:IIDt CoacriN to the --itT ot NPM",. tllat 

debt Ueit before aJdDc appropriat1otW which aoeeded ita or doee 

the actioc ot a eubeequant Cone;reoo in a ppzopriat1,. """""' the 

prniou~ eota'bliabed l im t 111 tb1e opeoit1c aotiOD repeal the 

p!'niou c-1 act1oc of a prec~ Convee•' lrllcept tor S....tor 

llo.n1eon 1lllo retrt.imd t,_ o-", all ot.bare pNMIIt belitft the 

praoent debt Ua1t i ·• :•ta and belitftd 1t -ua to ••crePta the 

•Uollll debt 1Dto dittn-.t olueificat1one. S....tor Oec>rp -. 

port1011larl7 ~Uo 011 tb1e po1Dt Uld-. 1D oppoeiU• to the ...,_ 

ark1Dc ot tuee. 

Regraded Uclassified



-2-

TM President MXt apreued a dsoir. to paee the •Olaee 
Plan•. n.. diacuuion thet f ollowed ee.lled to be aloft~ the U:ne of 

repeal of tbe -~ion of tutw-e ie- of ao•ezwt. eecurl.tiu. 

Senetor llarr1eon bel1ned thet. n could not paee 8UCh a .uure. All 

otbers present belined n ehould t:y. COftl"e...., Dougbt.on and 

Cooper ee-.1 to t hink it would be a T&J'7 di.tticult task end appsored 

to be .,.,. ...,h disturbed about lla7or LaOuardJ.a. 

1he ft«<<t topic of the conference wu tt.e rnieion of Social 

Sec:uri t)' taxes to eli&ll&te the pr.eent Mtbod ot the Federal Oonm­

Mnt• e 11.tob1nc the contribution b7 the State• and to eubet1tute 

therefor a unitoM -'n'•• contri'tNtion b7 the Federal OoftmMnt, -
a atep -rd the ultill.te objectift of hl'l'inl: tbe Federal Ooftrwt 

&1111M tull reepoDSibl.lit)' and edal.nietration ot Social SecurltT. 
Senetore George and llarr1ecn te?Ored tbi.e propoea.l w1>11e CongreaiMft 

Dou(lhton and Cooper oppoeed it. 

All "" in accord tbet income ,earned tlurlJlc tbe 19"' 
calendar :year abould not be eubject.d to &111 f'lltw-e taDa, thet. wbat­

ner nn taxa• paeeed dllr1Jlc the ooGD« Haeion aboal.d a~ ....q to 
1941 and eubeequent. 1ncOM. It •• alec belined dee1rable in n ew 
of the probeble retention ot earniftle as a reee~ qai.nat. tutllre 

taxee tbat s-tor llarr1eon and Concreanan Dougbton should &IIIIOIIDCe 

tbat. poll..,. 1 11.oteq. 

It • • &leo apoeed to continue the etudiee on .,..rlapp1nc 
taxoa althouch CongHUND Dougbton and Cooper eeelled to tb1nk it ., 

a hopeleee t.uk and would aceo.plieh notbiDC. It wu underetood t.bet 

the proble• of tbe debt li&t. and epec1tie t&De " " to be di-eed 

at • later date, and tb&H .. c•n•ral agreeant tbat tbar. .. no 

need to introduce a tax bill in J1.11UU7 or earq 1n the ae111on. 

~ \.....~ 
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TRI!A~~y DEPARTMENT 

I~OI'PICa COMMUNICATION 

.p" 
0~ -

S.OJ'oUr7 No~U.. 

,...,.. ~~Maw e. 191Jo 

.... eoohrall STRICTlY C 0 N F I 0£ N Tl A L 
.&l lO tJO tldo ~ U.ero .. , 1a Jola\ ooool• ta I.e• JOl of Uoo '-'" Ortloo 

lh1141:01 tbo followiiiC -'bor• of \be hDah c-tuoo oa llul<iiiC all4 CllnOl>qt 

liD'bor\ , •• .,.. ( Cbainoa) Jolla o. ,...,..._ 
Cer\or Olaoo ~ I. haolll' 
.&1\oa V. llarll1q Ollarloo v. !o'bq 
.&ln J. .W.o loll& A. lluaber 
rraaeh f. Naloaq 
Ooorce Wol itto 
l•o•B .• llllcl>o• 
ClTto L. Borr1ac 

tot:o\bOJ with U.o folloviiiC ••kro of U.o Bov.ao c-tUoo oa Co~. Yol&llh all& 

.b4rft L. -11'1 (Cbainoa) 
Jobn .r. Coobraa 
BIS'aaa P . Jborbar\11' 

AllcUt I . .b4roo• 
lo'Nrt L""o 
Looae1'4 v . Ball 

S-hr Vopll', Qaa1ftu ot tho hDato Oooaolttoo , prool4o4, with CbalftP -oro 
of tho llouoo Oooaol\too at hh ol4a. 

s-ota17 ot 11\at o 111111 all4 Soerotan' ot \be ~euu'7 llorcat- IIJI'Poaro4 Woro 
tho ~uoo, Soorna17 Morea•- ... ...,o.paa1o4 lr7 lloooro. lloll, Out•. Polq, 
~ito, Jonlotoln, ..._... a114 Coollr•. 

S...hr Yopll' Opeao4 \bo aoo\liiC with \be roearll: tllat \hlo _. aa .unUn 
u u io11 to h- tbo Soero\arioo ot 11\ah a114 froa....,. 011 oollf14•Ual M\tll'o portaia-
1t~~~ to our f orolp rol&Uoao. •-••r Do.aahll' vco4 \be ll:oopliiC ot a rooor4 ot \be 

•uu"«. &r&UliiC tba\ 1a prnio111 lutaaooo, aoot parUCI'DlarlT with ~ to aa 1 
opproprlaUoa for \be Jloport-Iapon Jdll:, tboro ba4 lt- 4ltflaoal\7 la r-aollliiC , 
••rtoo ot tho ••'-• with roopeot to -o la'nlft4 , a ..... tauoa •• far ao .. 
blU1011 4ollare ba't'lac 40ftlopo4. ._tor A48o oa14 U11t \1111'0 .-14 lto ao oo.aln 
fo~ o c011fUot la •-too it -\ero 414 110\ ooe11: h ropoat .... t ,.,.. oa14 la 'l'iol&U• 
ot tho rv.lo of ~ln aooal•o. It •• ....Uo4 lr7 - ot U.O ••ltero \M\ \be 
procU co of li:oopliiC r-u of -'lft oooalno •o oal.T a ..-t "-'laa. fbo 
"Pialoo ._. aproo014 \M\ it - HNJ'4 1e ll:op\ \hlo a1&ll' ....U-.llT eft la\o Jl'b' 
to tho m'llaftu-• of - Ocua "'· --..or Jwll1q na\o4 Ula\ U ... real1l' 
..u.poriaa\ t11at tho 1 'ere -.w 1 ..-~. WUo lt,.,.. 'l'itallT laper\ut tW \be 
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c:on!He!let o! tbe two Secret@.l'let be pr e eerved. on the del1c3te u.ttera o! tnte.rnatlon&l. 

•ollcy vhich they pr o;>oaod to diocuss . One or the metlber o 1\l&~ooted t ho.t oineo 

) enu. :\111 t'nd Horgenthau hotJ been invited to o.n executive oeeslon. tt Wl\1 only tclr 

10 lerro their teel1nga ao to the matter ot A r ecord. Socrotftry llull at atod that he 
,., " lt>sod t o be et tbe dhoooal of t he Co111mi ttee 8l1d would l1ke to aot ..,0rything 

'•rore \he vhlch ho eo'lld. l'.e a&ld thet ho had hurriedly put together a otote,eot 

vl:ic.' he would r oed t o ttea , 'tnlt t hot he could not perbm>a anaver all oueottona vhicb 

t~t te -oad t o hill lr the IOtslcn. It vaa • rgued lu tl:o Oo=lttee that ll.r . l!ull 

,.n! :·r . :.orrenthnu would nerhlrot be free to toeclt core t.r,.,nkl)' 1! no record vre ket)t. 

A v~tr vl's ct"llrd f'nd Senrtor Df! naher' a r eaolut1on that minute• te kent Vt\1 voted dotrn 

t:• r l r r •• ~ojortt;· . Senntor llll/:1\Cr recAlled t hat In h1o o11rl1er meetince with these 

t"·~ ;:o!11Dltt cfl8 Secrrt,...ry !!ors cnt hpu hed nro~tis&d. to come be!'ore theo for eoneultntion 

tr. ·":in :; clrc'.uat l'ncr-s . ~~ SecrP.tary hrd now re~ue$tE>d ,. meeting or the Joint con.­

_!tttt i r. or.,er t l"..ltt b e •1~t ll'¥ ce.rtein Dl'lt.tere b:etore t he. . Secretl'r )t Ml b~tt ttlso 

c·-f' ~0 -·l•e tbe co~itt.ee an tXT>retsl on of tho uolitlcttl r~ctora involved 0 P.e the.n 

C1'11~ uoon ._ r. ::uu. 

Secretrr:r !~ull atatrd t b.At he woul6 only t:ive e. generAl r 1cture ot develomnents 

lr the !"t!.r ~at t he 'Oa.st thr~e ye~rfi, bu.t ht~d AVl!1lable tor t he in!ormPtion or r ecord 

r;! t.!'e Co~ttee ot her eeoor e.ndn triving t he hi gh noiets i n Far Zasttr~ dcvelooccnt& 

!N• 193: to d~>te . ':'hia ""·* t l:e ~~»ter1&1 on which t te me-::orr.nd""' that he then proceeded 

e, r~td. to t he COCIIIlttee wat b~1ed. i'here ltTfl f!ttnched eon let of t t.e Seer tttry ' • 

rr'or.L.!P , • • nrovtded eon!ldent!Lll)· ltr hit office. 

SecretAry 2ull occselone.lly interpoeed eorteln remc.rktt ln e%1llenEttlon of noi nts 

~"~c!c in the '-rltt(ln n~or,.ndum . He 800ke fl. t length . howeve1·, when one membor of t he 

;o - 1ttt'!-r . Senrtor r rf:icr I /l;lked b~ if he t hou.cht th.e prono8ed operrtion of t he 

t~Ulb~tlon l'u.nd vould 'be cond der-ed p__n u.ntrlenc!l.v Pet b:, Jtt"OM . rhe Seeretpry gllve 

fnret:~ dftr.ane14 tloc of t~ose natlont vhl~ b?ve been ~roceedtne r uttletrly to v~k 

crou. th• t ·c~ or t he vorlC". vithou.t ""rr.in~ or Justl!len.tlon. end brerJd.n-: ~te•er 

:,., the;· nle•ao. He insloted t hat a nOAee-lovin& netion hu the rigltt of aelr-deton10 

F.r ttoi.l.:ht thl\t our nrot'losed tet i on toward China we.s e..n ect or self-defnnae on our mtrt 

!:o •de lf to ne t in. oei!-dllteneo h an unfriendly net to ou.ch " nover to Japon , then 

•• rrr nroM d ll£ t o do oomethillll which h untriendl>· . Secret cry ~1 otated that the 
r:retf ul nl': t1on a vbicb are nov being ov~rrun have no mor e cho.nce ot nlrepti ng their 

"'"Ttnort th8l2 ~ ~oulrrel ¥oul4 bnve ot f1)U M.ting a boa conttrlctor. I n t hl• connee­

tl)~ lte Secret~ vent on to exol~ 1L the cutr tlon of uuttl r.r ea~hQel on ~orts to 

:~,~n . Et •~ld t hat he vn• trer.uently Pake4 wh1 ve ~erol tted certa in ahlrment a to 

;••rr. ~~ieh hol n that country. He oai d tbla w• • • ve~J deltente mntter ~nd tbnt wo bad 

betn ~•nouveri~ AS cerefull)' 81 poaatble wlthou.t getting directly into trouble. I! 

wr conta:olote otronger acUon, be o,dvhed thllt we have our llo.vy near by, 

•. StDttt or Me.aa va 1 a nx1ou 1 to )cnov Juat 'ttb.ot the pr opot1tlon ve.e which Seeretl!J7 

·or ~"thAu luod to nut be! or• t ho Co=lttoe , tbil Senator fteli llll t hat he could better 

<.r.dorotand l:r. !!ull'• er~enta If he knew Juot whet ""' bei~~& prooooed. Secrete!')' Hull 

dld not dedre t o eneropeh upon Secretery Horeenthau' 1 territory . He added. hovever. 

th.•t he had the docu.n:enta In rectu'd to the btotory ot events Iince 1933 1\V~ileble to 

the Co~ittec . rbe C~ittce decided thet theoo $bould not be aubmltted t o conatltute 

( " reeord. ~be Secretary offered to l et anyone of the Comlttee reed t bo111 In confidence. 
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Do.Dahor accepted thia otter aD4 tho doCIIIltnh voro haD4ed to hi•. !Ia rtt4 

111rou6h and bonded thee baplt to Storat llJ7 !lUll ettor tho meet1G« broke up. 

Stnetor A~!&~ a r....rked. on tvo occeaiono, vhllt quooUoniG« Nr. !iuJ.l an4 tolloviG« 

the letur•o rc=arkt, that he felt t ho Alhlinhtrat1on ha4 gont a lon& vq towArd 

ont•aonizing menr countries and had Yiolated otatuteo in oo doing. He said he 

r~ited, however, that we had nov gone 10 fer in thio direction that ve are obll&ed 

to tan cert&ln ti"J>I in oolt-4etonto. It vat on thio groun4 that he vao 1)'111]lalhtt1c 

vith Mr. Hull' 1 poa1tton on the present laeue. 

Secr et ory Mor gentbau read to tho group hit attached otatemtnt . · He prefaced thie 

vltb the r EDAl'i:: that SoeretU)' Hull had p ictured tho l'ar Eaatern political o1 tuatlon 

..t t ho relation of tho United Statoo thereto. '!be Trtaouzy Dep&rtaent """ nov ol117 

desiring to do lto part ao a vhtel in t he mochino . Pollovlng tho reeding of hio otato­

.. nt. the Sooretl\!'7 oaid he vould be p leaoed t o lUI over ~ quoot1ono. In reo],y to a 

ou11t1on Seerot&rT Y.orsenthau aald that tho $20,000,000 ot gold nov pladjfed rith tho 

~rcu11J7 vould l>e uud to r epurchase lht Chlnllt :ruan hold b)' tho= under tho 1937 ouee­

cenl. Sene tor Olaao aaked it thoro vao any ltghlation roou1red for tho proposal vh1ch 

the Secret1U7 had IUinounood. 'llhon tho Secretary replied in t he negaUn, Senator Ole.aa 

r sl<oc! 'ihon W&t are vo hero fort' Secretary Morgenthau r epeated that bt wanted to 

e~rln to the Co~ttooo vhat ho propootd t o do in tho vay of a nov tlabiliration 

ArrMg•nent Vitb China, '!'he St..., t or IIOYid that 1 ve ""'>ron and adJourn. 1 Some of the 

otter Scnatora, particularlY l!r. DaM.her, deoired further diocuuion. Senator Dnneber 

t hat t l:.o p-ou;:> had been called tor;ot ber tor conoulh.Uon and he hoptd thio vO\Ild 

roccN. . !!e oald that wblle ht ai~t not 'be acainat the propoaal, he had not :ret ha4 

oeeooion to atuA;r it . He vould lilce to have more information in rocard to the atatuo 

of tho Stab1lhat1on Pundt already operating ln China , in ret;ard to Chlnou econOCilc 

' "d tlnenclal cond1t1ona, etc. lither ht or Senator Fraaier remarked t hat 1t thh 

o:-oal vao carried out, t he question ai~t t hen han to be faced or «iYin& financW 

aid of the o~e aort t o Great Britain and oth' r bellicerenta. It ohould be added that 

during the conv•roati ona Secretary Hull pointed out that technically we do not rocog­

nho a ot&te of var between CblDa and Jtq~an . 

Sen,tor !lanaber aoktd it vt were eontinulnt; t o buT gold rroa Jqen. llhen t ho 

anower vas in the affirmative Senator Tovneend remarked that vo ootm to bt inconoiatent 

in extellding thio nov a1d to ChiD& end at t he oome timo p ermitting J"'!>an to sell gold 

on t hh marlut for dollar• to aid ln rw-t herln« her ~·ulon. Secretory Y.orr;tDthau 

reoll td that 1t bad boon '!reaaury policy to bu7 gol d from any oourco o!forod at $35 par 

ounce leos 1/~~ . He told the one p rinciple detinlttl:r roeopobed ve.a that gold ollould 

be uoe4 1n oottl1G« international bal&DCII. He v ould take gold from any ooureo vlthout 

lGOldQC behiD4 t ho actual otlltr. In 1111aver to further quuUono, he at&ted that Ibm 

"'r•a oury had been purchaoing gold from Jtq~an, but that recant~ tuch purchaooo vert 

deoliDing end that J~q~Meae gol4 otoclc vat gottiG« lov. He made the point that vhile tht 

Chinoce economic poaition hao deteriorated, tho financial position of Jopen hat also 

tone 4ovn. 

The quution vaa 4 1t.,..uo4 at to vbot her a Yote of tq~proftl. ohoul4 be «i.,..n the 

propoaal of tho two Socretariu. Mr. Sollero enUred tht eonnraation vlth the ob,ttl,..a,-­

tlon that tho action ld:l.lch the Trea101!'7 Departatnl contapl.alet vao really noctiii\J7 

tupplatnt en4 otrencthu t he loaD OOilt-.plated b)' tho IJ:port-lllport li&U: • 

• 
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s.cretorr Mor,ea~hau ""''" ~bat hlo operaUOB would cppl••~ \he lou &D4 etr-c\llea 

11 alnce OIIDport of the Cbl.neoe ~~aUoll&l. ourreJ~q would etr•acth• the eooa.., &114 

u;ron tho oro41 t OD vllicb tho l>port-liOpOI't BaDll: lOaD 'ftl batocl.. Sell& tor fOWillen4 

,._lco4 that 1t wae coat-.platocl. that the l>pon-bpon :s..1t loaD tllo-..14 be repaid 

throe# aatalo. !ho Seorlta17 pn the &Uocl. uto,..Uoa that U wae ooat-.platocl. 

t.UI a fr<oou.r7 ropree•taUTI be ••~ to Cb1ll& h oboene the oal't7ill« oat ot tha 

propotod Stsb1lhaU011 lwl4 operaUOA, 

Dur1a& the •••tille ••• ••bar ot tha Jout o-1\\oe, le~~ator Adae, uta the 

pout that U wae hh Ul1darat&D4111c· tbat tile StabUhaUOA l'WI4 wae .. t up for otabUh­

l.o& the tlll.itod Mateo doll~ aocl. not for attoapU-c to etabUhe ateeellaDIOIII forelp 

co.rroneloo wblch ati!bt be fluetuaU-c 1A all .UrecUOBo. !he lecr•ta17 offerocl. to ha.,. 

hh General Oo~motl, llr. J'olq, siTe a lap]. lnhrpretaUo11 of the lawo uder Wlich w 

aro operaUn&. ~ of the ••bare of t he C001mlttoo and porUeularlT Ceacr••...., Soaoro 

p:plaiAed .e.: tho propoeocl. otabllhatloa arr-•t wae withia the hrae of tho 

Statuto. toward tho 111111. ot tbe ''" 1011 Mr. l'olq ,.. atlte4 h rtn tbi o e:~plaaaUon. 

Kr. lolq otetocl. that it wae our 1Dtorpretatlo11 that tlla StabllhaUOA lwl4 1o full.T 

oothorho4 'b7 lh oaablle« act to etabUbe tile Talue of tho dollar u foreip •%Cho.nse· 

l'bat h, tho dollar 1o aot etabilhocl. 'b7 ihalf. but u ih relaUoa to the ovranehe 

ot other couatrloo which alcbt oo..,eto to our d habaatace 111 trade 1f their ourre11oleo 

4rop obarpll, or with vllloh it h to our 114TaDt&ce to haTI a etaa4T rate in order that 

oor oerchallh aq do bud.ne .. on .,. Ul1derotaD41-c of tho Talue ot the torelcn uc~>.aDco 

lhat h to bo UTOlTIId, 

Sellator 1f8j!:ll.or otatad that the etab1Usatloa arr-111t with Chill& wao the OBlT 
ono vhlcb vae aov oontellplate4 with a belllserent cout17. 

It vu t ho idea ot 11r. So•ro that tllere tlloul4 not be .., actual TOh ot opproftl 

or tl:e conhaplahd frea1W7 propoeal with reopect to ChUa, but retllar a TOte ot oon­

rtdmce lD t ho tvo Secretartoo Wlo ha4 oppeare4 before the Joillt eeedoa &D4 apla11114 

tho eontoaplah4 arr-e11t &lld tba roaeono therefor. Ke aCTed that tile Ceoodtteoe 

CITe a TOto of ooofidftCO to the two Secreterleo an4 thio weo Ull.aDlaouell adopla4. 

It vao epoo4 that leaator 1fapu tlleuld s he ouch lntoraaUon to the p reoo II 

ai&bt 'Oroporll be rel•oe4. 
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(Stat•"'' u4o '117 Secrotal')' of tho !rae....,. Korpathau boforo the Jolat 
aouion of t!w Seaah c-Uho Oil BnHac &114 ()uno- &114 tha Bouo c..­
DiU•• OD Col~, Yolcbh &114 Keuuroo, Oil tho forOD.OOD of Doe•bor 2, 19llo, 

In t ho s...,.to otflco Bull41J>«.) 

I ooko4 Clla1run Vapor &114 Cba1noall llooooro on JrlU, to call tlllo 

aeot!JIC tOU, ao that I alcbt 1q l>oforo tho ••l>oro of thoeo two o-U­

tou a aattor affocti"« tho op.-aUoa of tho ftabilloatloa J'aD4. 

OD othor occaoloAo whoa I haft IIPPI&I'M batoro thooe coaithoo 

aoperatol)", porUCD.larl)" at tho Uao whOD tho ext011oion of tho etabllba­

UoD povoro wao bolD« ooaoicloro4 ill 1939, I clloCD.&oo4 with ;vou -..q hll7 

&D4 traDld7 all phaaoa of tho oporatloa of tho J'aD4 &114 u4o aoralloblo 

balaDco ahoeto ud other data for ;vow atll4, 

!ho reaaon for ~ coal~>« l>atore ;vou tOU, h that we ba" under con-

to:plaUon a t ;vpo of truaaetloa llhlch clltforo 1Jl corta1D. roopocta !roe 

OirJ" into which wo hoTO OJ!.hred 1Jl tho put ud I ahoW.d llko to aploiJl 

it. !bore h u added raeaon tor Ill)' coalJ>«. I ban repeato4l;v atahd to 

70u thot I would DOt conaont to tba u.ao of the stablllaatlon l'w>d to uolot 

OirJ" forolCI' coutl'f ill proeocuti"« a war vi thou'\ flret ooaou.l.UD« tho eo 

co11111thoo. !bo truoacUon wo oro contoaplati"« h ODO with Cb1Jla &114 

for cunoo.c;v atabllbaUOD p11rp0 ooo, u4 I don't thiak it fallo 1Jl that 

c:ahcol'f: blot it thoro ahDI114 1>o a ctltforonco of oplnion Oil tho't poiat I 

don't W&Dt h bo acCD.&o4 of qu.ibbl1Jlc wharo ~word h concorno4. 

Jor aooo Uao tho J.dalnhtratlon baa boon uklDC a •01'7 carefUl otv.d;v 

of tlw t1D&Dclel aJl4 --~• 0u 110uon iD Cb1Jla with tho poeoibilit;r iD 

a1a4 of halpliiC to nroacth• tho clollar-111&" omhenp roh. Roc at 4onl­

opaonte han udo action 1Jl thio fhlcl aero wcc't. 
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Ia hliT , 1937 • tile !J'.....,. -'•e4 lato a tell&r- J'OU ota)lUaaUos 

oporaU oa vUh OhlJ>a pv-t to 'llhioh we acree4 h ~ 7'0U 11p to a hkl 

of $5() ,000,000 aD4 OhlJ>a acree4 to ropuoii&M the 7'0U at the -• rah u4 

p lo4p4 aa eqv.lftleat • .....,, ot colt vl\h 111 ao •-U7, !hlo ....._ .. , 

bao btaa ut0Dte4 Wftr7 olx aoatho Oll4 war 1 h praaeat pro'l'bloao will 

uplr• oa Deo•ber 31 ot thlo 7eer, with the U'IIOl opUoa tor rea-.1. !U 

arr&IIC••' with CbJ.IIa vao tloCIUoe4 hllT liT •• &.114 other ottlcl~o ot tiM 

!reaiQrT Dopartant wi\h 70V .-lthao •• , ... u •• 7011 ...... oouuerac 

00 

tho oxtoaoloa ot the ata'bllhaUoa p..,...a , liM.• the .....__ "" - bolt 

$20 ,000 ,000 la 7llaD hll7 conre4 'b7 ple4cot plt, 

Ve DOW propoe• to .neat \hlo acr•••t for • tunhar p•1ot. !hat 

fact la lhalt voult aot, I thlal<, J uotifT 87 oa.ia« 'before 70V o-.ltteao. 

llovewr, la 'l'lev of the preoeat at.nr.otaaoeo vt haft uter ooaalteraUoa 

eodlflaatloa ot the pro'l'loloa vhloh reqlllreo Cldaa to p le4ce aa aaou.t of 

col4 eqllll h tho 4ollara aa4e a...Uable la uohaap for TllaD· 1D o..,_ 

wor4o, 11 we aoter lato \he &CH••• ve ora -tlllplatlac, ve ...,1114 pv­

chaoa aa4 holt aa ..... , ot 7'0U wp to t50,000,000, the ropvohue of 'llhioh 

vlll aot )a aO'I'ere4 1v placlp4 colt. !Ma voul4 be atr1ctl7 a ota'blllaUos 

oparaUoa , f'ell7 wi\hla the p-1 craatet h the ...... tarT ot the !r•earT• 

lll'bJect h tile 1Q1P1'0'1'81 ot \he Preald.ost , 1v tho Oolt leoar'l't Ad •• aaaa4e4 , 

aa4 ot oovee U lo ov parpooe to aatepart t he latareote ot \he U.Ue4 

Statao 1v \he r-ueot ,...ponloloa ..... the -uoa of u. 
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for ~·• u4 011..,hal.f ,.,.... U141 Chlnou Oo•on.ent hao uiataiaed 

ruhtonce eplut tn•..U~~e Japeaooo a1lita1'7 torcoo. Dl>r1ac that porlo4 

ooot of ObiDa '• nomal traaoportaUon rwho haft been bro"Cbt 1UI4.,. 

Joponuo control, &1114 a&1ll7 of her I.Jiportaat cit he, oopeoiallJ 011 tho 

cOllet, hen been occvpied 'b7 the .Tifillaaooe. lttocUft .T'IJ'enooo control, 

bovenr, Aooo not oxtell4 bqoll4 tho pointe vh.,.o tho Jopuooo actuall7 

""'11ltai11 a111ta1'7 torcoo. !he Chine eo Oo•en.ont hao ui11tained beth in 

tbo uoccap1t4 u4 occvpie4 ertoo a tretl7 ccnerUl>le crvreaq, aliA ill 

both ereoo tho Chilleoe aot1oll01 curren07 hao reaaino4 the principal ae41• 

of c...,orce. In t ho occvple4 eroaa ill aorth ObiM tho crvreaq iuued 'b7 

tho Jopanoeo-oponoored reche hoe been illoonnrtll>le lJOto toro11111 ezchance 

an4 f oroi1111 trade hao boon carried 011 ~·~ the aedlua ot Obinaoo 

natlollal curreaq; ill tho latorlor of aorth Obi..-ueopt l n the artoo 

acluall7 4oa1nate4 'b7 Japonooe ba7oJOet-purchooeo ~ ChlJOeoo raw aat.,.ialo 

hen of necout \7 bean JUdo ln Cblneoo nai1011al gvr.,.q. 11~1•, 1n 

co•traot, 1n WIOccvpied China tho naUOI1al currenq hao not 01117 """" aa 

.,. affoctbo ae41'Cia tor carrJtnc on tho eoonoaic l Ue ot the area, 11lola4-

lnc a oubotaatlal toretcn o-ce with the 111111to4 Stotoo aD4 ot.hw OODA­

trho, for p&JiQC tha Clhiuoo eraioo aa4 tor purchoolnc "'WPlho 1nton.all7, 

bolt lt hao l>aea a qabol ot t ho •thorl\7 ot tho laUoaal (llmnp1~~e) 

ao.._ .. t. 

laUOI1al Ch1Da 1 • well-oeta1>11ebo4 aarreaq aD4 \be oo.ti4taoe ln that 

evr0007 till tha Ob!M .. peeple l>etll la tu OOCIIII'lo4 aa4 -ocvpled _. 

hoe l>oea ... of the prtut:pelltal.-lr:a till \be ,., __ •u-.1 Goec at. 
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It bao aow 'beo•o IIIPP'II'•t Uat \lao Cllllu .. Oonr••• lo 1a .__, 

oHd of ouht...,o to.M ..S."'h'•c lahnal d atonal pvobaalac 

powr of Cbiu' o ....._,. J'llr ~oo d •o-b=u ,....,,, -..lor oftr•al;r 

41!t1cv.U ud a'blloraal ooa41Uoao, tllat Oonra•t llao •latalao4 a frool;r 

oo .. orUble curroo;r . DurlJIC \lllo porlo4 \lao eroboap nlu of tllo nr­

rooc;r llao 4epreclato4 llo.t bao 'lieu loop\ u4er ooatrol , !1M -•• of 

prlcoo la Cbiu f or a <>oaaldorablo porlod 414 aot OCII'reopoo4 to \lao doer .. 

of cv.rro11Ci1 depreclaUo11, bllt tlllo ,...., tbooo prlcoo haft MJICht 11p vl\11 

8JI4 tbq DOV haft uceo4o4 \lie 4ocroo of nrroao;r dopreolaUo11. i.t tllo 

prount Uae, pr1<>•• aro a4TIIIIa1DC at olldl a rate ao to llldloah \bat 

ouhtaDCo troa vl tllooot lo lJoporath'o 1t prlcoo aro to 'be coatrollo4. 

!bore bao ut ~~- for -• u .. u:r oerloua otrab 11p011 tlao ezch"l" 'f&lu 

ot \lao Cillluoo nrroo;r, aD4 U.. latorul prloo eUaaUoa ~ppearo to 'be a 

:prodv.ot prl.nol:pall¥ ot a p e;r<>lloloc;r ot aloclvliiC. n lo oeUaate4 \bat a 

oubotuUel lop DOY of t lao t;rpo OOIIte.plata4 will 'be wr;r llolpflll la 

tlllo roo:poot. 

CoaUwaae e 1a <>1rc1llaUon &114 aalat-o of \lao pii.I'OIIMlac power 

of tbo Cl>1uoo aaUoael curroao;r la tlao Jqpooo-oo~lo4 aroao 1a Cll1u 

are tile &&111 ltlpport of liberal tra4o oolldlUono 1a tlaooo oraoo. 

!lie tecii.D1qu 41ftlope4 b;r .,_..for tllo aob1Uu.Uoa of tbo trade 

of larco -a 1a no hr •ot bao ,_ qll.lto f..nlar tllroap Uo-

la lluolluria &114 aonll Cll.laa. !lla flro\ otop lo a11Uar;r oocoapatloa; \lao 

uaoa4 atop lo tllo oo\alllta•• of a Jq&llloo-ooatrollo4 roctao; \lao \lllr4 

otop h tllo oraoUoa of a - _......,, \lao fov\11 otop h tllo att...,t to 

4r1,.. ""' t11o a111u .. aaU-..1 -· v • .u pea:tac of a-_......, te 
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tbo )'OD, eoU'Dled with the I.Jrpooitlon at exellenco and !.Jrport and export 

. cootrolo whlch operate to p el"!!it a c""'J)ara tln4' free now of fundo and 

merclwldiu 'botveon the occupied area concerned and Jepan 'bl1t whloh operote 

to rootriet OJid !.Jrpedo the tlov of fundo and mcrohandhe botveen tho areao 

coooernod and otber foreign countrloo, In central OhlD& t.he Jopaneoe baTe 

~•c...,lhhod tho firot two of tbe forogoia& ohpo 'but the continued circu­

loU oo i o t~t area of the Chlnooo national currency bao tbuo far prnented 

the oec....,llohlllent of the last two atepa. Tho experionco of the S..ptu~oao 
I 

lo oortb Cbl"" bas ta~t th ... that it h not - t o eata'blhb a new cur-

renO)' that 1a not oupporhd b)' reoeMo a and effect an aceeph.nco of ouch 

bra population which hao confidence 1n the olrofl4¥-oota'bl1abed eurrenC)'. 

A collepoo of t ho Chlnooe national curroncr at thlo limo would create con­

dlUono which for - yearo to CO!IIO would =•lee no!'llllll foroli!:ft trAde 

lmnoool'blo and 'be a concluolvo obotaclo to peace and proopority. Op ero.-

tiono ouch •• oro contemplated in tho extonoion of a credit fro~ tho 

St ab1lh11t10n Fw>d are intended to ouure a&alnot ouch a eollepoo. 

93 
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POLITICAL 7.t.CTOIIS 

Stnco tho o~r of 1937 the Chi.no1o Ooyern.oat 

baa beoa ro1iotiag "" attOll)>t b7 \ho Japano1o t o coaquar 

Cblaa •1l1tarJ.4, pol1Ucal}7 aad ocont>slc-.1}7 , ad to 

roduco ChiD& to tho otatwt of a UDU ta Japa~~' 1 •...., 

order 1Jl Groator Xaot .t.o ta•. Tho on1'1o8«od. COOflr&phic 

acope of that "new ord•rM baa neYer been dllt.1te4 and 

hal oto&d1}7 orpandod. .t.ccordiag to t bo o\ ato .. nto of 

aoDO of Japan' 1 blchoot officials 1t oabraeoo llancllur1a, 

Cb1J>8, French Indoeb1D& and tho liotborlands ID4loa. Frol:l 

tb1 o;q>erionco of ltaneburla aad nortb ChiD& and troa 

current d ... olo)>ltah in oontr-.1 ChiM, wo kllow that tbo 

•now ordor• moans , olitleally suboorrlonco within tho 

ana to tho will of Ja,aa, &ad meaao oconoaically oaploy­

• nt of the reaourcea or the area coneerD8d t o the enh.e.nee­

lllnt of tho a111t&r7 &ad oeonoode otroact.h of J&]l&ll• 

In ftgbttnc 1n defon11 of their D&tional «<latoneo, 

tho Cbino1o ha-. boon flgbtin& and continue to f1gbt for 

certain princtplo1 and deconci oo of tntornAtlonal lifo 

wbieb tho J.aorican pooplo eonolder fudeaentall tho right 

cf a people to &oftra theuolno and to doftlop thoir """ 

, ..,.. .. , for thoir """ &ood: tho riel>\ of D&Uono to lho 

iA 
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1a peace """"'" -1.-t •• of fo.._, or tile U....\ of 

tor~ , fr• ritbout . 

!'bAt the eoafliot 1a Ali& &&4 tho ooafliot 1a 

luropo &re clooel;, 1ator-rel&to4 in their be&ri"C &n4 

tron4o-&n4 nen in their br0&4 ioo..,.o-io no loa&er open 

to 4oubto 

!bio intor-re.l&Uo!Wlip boo.- &baat&n\1;, olo&r with 

tho :public &llllOWICtl•nt on Sept .. ber ~ of tho •ilitory 

ell~ bet ... n J&p&n, Ge-, &114 1\&1;,. !'bA Ullito4 

St&too therefore baa two orl ..... l;, 1.8port&nt 41plo•Uc 

troat-oftl 1a Alia &n4 OM in hropo. la Alia the 

CbiDIII &re oppooia& tho forcoo of IIICI'Uoioa, &a4 in 

luropo tho !ritioh &rl oppooioc tho foro•• of occreooion. 

!ho oonUnue4 rooiotueo of CbiOA 1o of creat iapOrt&aoo 

to tho oonUnue4 rooiot&neo of Groat Jrit&i a , &a4 tho 

coat1aue4 rooiotaaco of both io of creat iaport&OC• to 

t.ho ulti&oto po- &a4 ooe111'1V of tho Oa1to4 St&too. 

Ao I ot&to4 1a ., &44rooo before tho 'I&UoD&l Prloo 

Club 011 Oetober 26, thlo couatl)', &o &O 1ap0rt&nt .... 

of otroocthoalD& OU1" owu uf•- &114 of pl'lftlltia& att&elc 

oa azv p&rt of the 'footorn Bo•iopblro, 1o &ffortioc &ll 

toaoi'blo f&cilitieo tor tho obt&iainc of oupPlioo ~ 

utioDa 
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oaUoo>e which, while doofondinc ~hoaooboo apinot 

barbaric attael<, oro ehocldnc tho oproad. of Yiolonco 

end are thuo rod.ucin& tho dancer to ua. 11o intend. to 

continuo d.oing thio to tho groa toat praoticabol extent, 

A~ contention, no matter from what eouree, that this 

country ohould not talre ouch action it • 'luhalont, in 

tbo :preaont circwoot!UlCOO, to a doll)' ill& of tho inalioo­

ablo rlcht of ool!-dofonoo. '!'be .borican poo!)lO baTO 

d.oaonotratod their whole-hearted oupport of thio policy. 

ifhe Chioeae foreea ha,.-e with • ore thaD th"e yeara 

or extraordinary rooiotance br~t tho J ap>noao to " 

Tirtunl atale~te in China, where large Japaneee armiee 

o.re Yirtulllly i=obiliud. Should Ohineoo roohto.oco 

d1eappe&r, tboae Ja~•• forcea would be freed to ex­

tend t beir ~:~ilitary oporationa aoutbward t o french Indo­

china, the Notherlando Indiea, !ritiah MalaJa, ot cetera. 

Where•er the Japaneee ha•• occupied territory in 

China, .boricon r1ghto, oaJ)41cial.ly in tho ecoocaic field. , 

ha.,. bctea. aeriously irlpe.lred.; and there 11 •··~· reason 

to bllien that were Japan t o gain con trol of China our 

r ichta and interests in t hat country and llc!Jacont regions 

would outfor in a ll.l<e IIINinOr and could exist only et 

Japan's auf feraoce. 

Regraded Uclassified



.Aocor•U.aw, l.a U.. o0114ua\ ot tor~lp pollo7, ti>U 

Qoon.,..)l, d.lno\o4 lh ottorh to tu tollowiac o'bJ .. -

tl•lol (l) Paao1 &D4 .. curl\7 tor tu VGl\14 S\a\11 

vith a4.ocao7 of paaoo an4 l1altatloG ot araaaeat a1 

Wlhlroal l.a\II'ZI&Ho»l o'b~ .. Hw1; (2) ""pport tor 

uv, oi'Ur, ~utica, &D4 110ral1t7 an4 tbo prl.ao1pla of 

aoa-1&\lrwaUoa; (J) l'llhr&Uoo. &D4 .UH.aHoo. ot 

o0Wl4 1ooo.oalc Mtbou an4 r~uUou; (II) claftlop-t 

ot tbo .v- _.,.... ot 1ahi'ZI&UOD&l oooporaUoa; 

(5) pro .. uoa of tbo 11curlt7, 10l1clarl\7, 11ul pD.II'I.l 

voltaro of tho W1otoro. Roalopuro. !booo 11111c o'bJoc­

UWI of I soo4 ao!Pbor pol107 l'opl'llll\\14 0. oooa4 an4 

procU..-1 a144lo cour1o bltvoen tu o:nr .. oo of l.ator­

naUonal1oa &D4 1oolo.t1oo.. !bo7 bo.w 'bolo. coo.oiotcU7 

pur11>K throQCI>ou. !hi 1.-p ot owo.to bo.1, ot cour1o, 

l'lquirod tbo tocuaiiiC ot O'GI' o.ttonUoo. o.t Uttor~at 

por1o4o upoo. Uttor~at probllu &D4 41ttoroat popapb1c 

areaa. 
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JOR !llll PUSS JULY 16, 1937 

I haft boon reco1•1~ from maar aourcoo 1nqair1oo aa4 eo&coot1ono 
orloing 011t of dioturbed a1taattouo 1n va.riowo parte of tho 11lrld. 

trnqueatlo113bq thoro &re 1n a l:lWiber of ~io:oa tonaiona and otrwo 
whiell on their face involYo o~ ccnmtrtoo that &re near nticllboro bu.t 
IIllich in nl timate all&l;roh aro of ine•1 tabla concern to tho mole world 
J.rq situ..,tlon in which armed hoot 111t1oa are in progreu or &re threato;od 
II a ahuation wllorein r1&bh and intoreato of all nationa either are or 
f11A1 be oor1C711al;r affected. !here can bo no 111'10111 boot1litioa aqwhore 
ill tho 11lrld W>ich will not one ..., or another affect 1ntoreah or ricllh 
or obUptlona of thio ccnmtr;r. I therefore fool n.rrantod 1n a11:1nc - la 

fact, I feel it a clnt7 to :ub - a atat-..t of thia Oonl'DMnt' a poattion 
111 regard to international problhl and oltw\tiona wUh roopoct to IIIIich 
thla countey faelo deep COGCorn. 

Thla ccnmtr;r conatantl;r and conahtoutq advocatoa maint..,..... of poaco, 
lo ad•ocato national and international Ollf-reatrAlnt. 'fo od•ocate abatinlllct 

'b)- all nat1o11a t.- uoo of f orce 1n puroul t of pcl1CJ aa4 froa 1ntortor111oe 

ill tho l.:ltornal attalra of other Jlltiona. 'fo &<tfocato adJua\!lllllt of probl­
in illteruaUollll relatiou b;r procoaaaa of poacafnl nocotiatiou aa4 acro-nt. 

Jo adYOCate faithfnl ObllrY&1101 Of intlrn&tiOD&l acre-to. Uphol4111C tho 
priDciplo of tho aanctit;r of troatioo, ,.. bellOY• 111 modific~tion of proYi­
oiolll of traathe, wllon nood therefor ariooa, b;r ordorq proooaaoa carried 
011t in a apirU of .. tu.al holpfnlaeu and aocoltllttOdatlon. lo boliOYo ill ro­
"!"'Ct 'b7 &11 nationo tor tho ri&bto of othlro and porto,_,• b:r &11 naUo111 

of eatabliohod obliptiona. 'fo .~ tor reYit&lbinc and ot~ of 
iDtornatiollll law. 'fa &<tfocah otapa toward pl'OOIOUon of oco..-ic aocur1 t:r 
011d atabiUt:r tho world onr. to adfoc&ta lo,..rinc or rtmOYinc of uooul•• 

oarrioro in international tradl . 'fa aook offoctiYe o~lt:r of c .... rcl&l 
: 01l)>Ortlllli ty ao4 ,.. urco upon oll natiou appllcatlol1 of tho prillclplo of 

equal! t:r of treat,....t. 'fa boll aye 111 l!..aitaUa.. and roclnotlon of ..-11t. 
Renlisiug tho nocoaoit:r tor malntaininc ..-d forcoa adlqueto for naUonol 
aocurlt7, •• &re p...,ared to .rodw:o or to 1ncraaao .,.... oe ...-d forcoa ill 
proportion to rodw:tlona or illcroa01a ...S. b:r other ccnmtrioa. 'fo gold 
en tonne into olUancoa or lllt&DCliiiC c-s. t ..... to bu.t "' bollOYo ill 
cooperat1•• effort b7 poacotul and practionblo mea11a ill topport o! tho 

princlploa hareillbafore at&tod. 

... 
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TREA.SURY DEPARTMENT 99 

IPfTI[ft OFl'ICI[ COIOIUNICAT10 N coNFID E N T l A L 

DATil J)eceaber 2, 1940 

I aend you herewith , puriN&II~ ~ JOur request, a MliiOI'&Ddua 

on the subject of foreigl> excball&:o control for au'taieaion ~ the 

S.cHt&rJ of state. t our attention 1• 1ar1ted ~ the fact that 

.....,.xed tha.-.~ 1e a lattar addrea .. d ~ 7011 uDdar dau of 

~OYaaber 29, 1940, by Jlr, Hoover which atrona~ aupport.a yoor 

pot1t1oo. 

In your connreat.1oo with Jlr, Bull 1t 11isl>t be opportun. 

w remind hl.JI thet in Talegraa 10. 1150 of l .,..ember 15, 1940, 

.To81l*> Grew, .Aabaaaador ~ Toll;ro, exproeaed the hope that t l;>a 

withdrawal of .Tapou>ese credits fro• tho on1tod sute• wouJ.d not 

be porwit~ Wlti.l eatiefac~J.Y arraoae•nt a bad balD .ado ~ 

liquidate Aaerican credit• !rosen in Japan. 

,l,ccordJ..ac to Jlr, 1b1te, Aaerican iD'roataenta 1o JapeA D<>W 

wtal opproxillately 275 .UUon dollaro. 
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CONFIDENTIAL 

I c.-unicate4 \o ~ Pree1dct ill -., -1'111141a ot No1'.-ber 7, 

1940, -., conrloUon ~t the 111'UoduoUOA ot a rect- ot s..,...al tor­

oiSJI tuDil.o control wu urpz~tlJ' dee1rable. Il:l the Usbt of reoct 

daTolopoento I think that .. lhould proceed to a decision without tuz­

tbor dalq. I aa wall aare that thU deo1a1on il one ot ujor poliey. 

Tho Tre&llll'Y, hownar, hal not tailed to w.ip U1 all.-4 dancer• 

qt.iDit the adftDtape \o be der1Ted. 

I r.,.iew, hlrftith, ,... of thl 110re i.apartant coD8ic1araUODI which 

enter into thia ll&tter: 

1. There are beins ooDitantlJ' bro\!Sht to .,... attention i.apartant 

tcre1p uohaJ1se tranaaotionl which WldoOlbtedlJ' o.tteot .,... D&Uonal 4 e­

teooe p~ and .,... eooDOIIic illtereata. 'l'he ab1cce of o. pao1t1ft 

progr• ot 1'oreisn axohanse oontrol i.apaeea li.aitaUoDI on ou.r ability 

to 1n1'eoUgate or re&ul&te the•• tranaaot10DI 1n .,... DatiOD&l 1atereat. 

l'or ...,.ple, 1Dto..-t101l ~ 1'&r100ll .......,.., 1nol114.1Dg 7ore1p Sen-

ice deopatch.ea, are \o the o.ttect that the A%11 -ar• aD4 the1>' aatellltea 

are b0l1lc11J1s up lup balance• 1n SoOlth Jlaertoa. ~ • ..., Ootobe>' 2, 1940, 

and the lll.lddle o1' No,.aber U baa been eatl.aated appro:r:IJI&hlJ' that 0...... 

benk tunda 1n thie ooWltry ha,.. dropped 1'roll $13,100, 000 to $7,ioa , OOO, 

and Italian 1'roa $24, 1500,000 to $18,900,000. ReocU;, l&rSe-IOo.le tl'&U­

acUou 111 the Az:t.e 1n .AMrioan OUZ'l'eJIC1 haft - 1'Nqu.~>U;, reparted. 

1111Uery Il:ltallise~~oe ... ~~ that Itall&DI han oonnrte4 neu ott1o1el 

tunda 1Dto oaah to be kept 1n dipJ...-Uo preailel elld &lao ""C6e•t• that 

both t he Clel'IUJl and Tap&neae CloTel'IIII8Dh are oont•plaUJl& 11111.11ar aoUon. 

In new ot tho taot that Ana-oaed ...... 1n the Uilited Statea .... louro.l 

of oonatam 4ollu be.l&Doee ( 1n the to .. ot illtareet, dirtdcdl, r(IJ&lUee, 

ato.), u 1a to be o.xpected that t1111 now ot "'-r10aD dollar1 troa thl 

United States .., be prosre111ft. 

We han no "111 ot aaoerta1111Qg the axtct to which the Axla Goft.,._ 

Mat I are lllmt'tl.1q .Aaertoo.n dollar• 1n tbio oount17, or whether dollar 

wltbdranl& are not returnlD& to th11 _,tJ.7 1D the gul.M ot Laii.a Mer­

loan, Sn41ah 0>' Swlaa tlulola. U ~ -· troa 1Dto..U101l at h&ll4, 

that tbe Axil Go1'e-t• operete ....... tin&DOial aooOWltl in t h1• 

count17, 14ct1tiec1 by oode ~ole lti•ll oannot be tre.oed. 

A litDatiOil ill 'llhiOII n are 110\ Mlte>'l ill OC O'Oil bo .... 11 -­

nabla at a tiM li.a tbia. 'fila•• opeMUODI llf pOtenUallJ' hoetU. 

PGWere, 1t pat••Utad w oonu- throu&h the a.t~ality ot our 

• 
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01111 til>BD01al 1Ut1ht1ona, 111&11~ eaa111 lee.d '0 denl.opu~~to whioh 

WOOll4 l.apoir pllbllo OOJit1d•6e lA ~ Allll1ll1~NU011 01' lllbje~ 1t to 

1nore or1t1o1a. 

The Sellate hU autborioed ita Inhratete c-roe a-t" .. to 

1noaUgah Axia-oontrol ot llaerio&D det- ~~&teriale. lleDator J4re 

bU 4....,...ed an ineat1get1on ot Br1t1ah-0111U14 u~1 1.11 thie oo-.,.. 

The 1)1ea a-tt- abow1 .,...,. 1D41oat1on ot oo"'i"IWII to - I.Ato:r­

o.aU on on t he uae ot t\11141 t or au.bnl'aift parpoaea. Tho pre .. haa 

publ1ahe4 aooOW>.to ot alhotoc• and eap1o~~&~~e, and there haa b..., d1a­

cuu10D ot the Adllll.Ai~retion'• attitude towarda OOAtrol ot tllllda tor 

aubftrli'fo parpo .. e ( - tor a:aplo N!ll RIPUBLIC, Decoaber 2, lkO, 

"1'1o.anc1oc tbe Jitth Colllllll" bT .Al.llm Barth). 

Those facti m8T make 1Aaot1an by the A4m1101atrot1on a aeriouo 

u tter. 'l!bo ..,.out1To deport-• m8T 100010 tlAd 1Aoreu1Aa -arrea•­

unt 1n t he usuaptioa br ooocreuioaal OOJaitteeo of tul>niou 'lllioh 

'he M>dlLiatrotion oan and abOilld porto ... 

A prl.ao parpoee ot IV -ndation 11 to- tbio o1tuat1on. 

Our CoftrmoeAt abould be lA poo .. uion ot .,oh data u --

1. Tho preoioe natur., looaUon and ea.ount of aoe~1 

lA tbe Ullited State• balon&IA& ~o tbe OoT.,.._tl 
and naUonalo of the Axil powns and ot theM • ..,.... 

trioe 'lllioh are aotual.lT or pot•t1all1 Ul>4er tbe 

domination of the .Ana. 

2 . 'l'ba tull c1ro.-tcceo 0114 reaocu tcr tr6Utero 

ct dollar tuMe tMa one foreign a ooou..- to anotber, 
1nolu41n& tbe potter~> ot t-~1ou hero 0114 abroad 

tor 41~r1buUn& tuM• 1n thio oou..-ry and tor real­

bill& upon aoaet1 acquired abroad b:r lootlAa o1r othe:r­

wi.M. 

3. Idct1f1oat1on ot the 1n41T1c1uale 0114 1ut1t ut1ou 

1n tbia oou..-.,. IIIIo are a~1n&, lA llllole or 1n part, 
tor tbe aooount ot J;oro1r;n power• or their nat1oaala. 

101. 

So tv, bolr.,..r, althouch ,.. haft bTpotbe- and ~at1~1oal ea­

UlliAtea, no dopar\llellt ot t he Oo't'_.,t hal -able eT&n to oolleot 

ooova\e 1Atoaat1on w1tb roopect to tbo 14ct1t:r ot AX1a-oontrolle4 

1D4uotr1ol lA tile 11111te4 Baat ... We - oq toc1q 'llliall t-6\10111 ve real and 'llliell 11&lated, nor --- tile 11lt1Mte P~ 
ot .,011 tru.aact1ou MT be. 'file :r.a.ra1 Boa..- of Iaft~~1oa* bu 

't'14e ..... lo.v., .. , ot lettelr r- lb-. z • ..... JklcrYV, 4aW 

lio'foaber 29. lkO. 
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io!orced ua that. &lthQUib allboeraiYe actiYUiaa undou~~ t'inanced '111 
~· poun &Xiet. in the 011.1t.ecl Stat.ee , U. baa not. been able t.o trace or 
diacoYOr tlle f\lnda used for thia purpose, IIY the natura or tlla case the 

federal Bw..eu of Investigation ia without the means to c0111pel diacloeure 
of esoential foreign fuode information. 

Under the proposed proil'aa or foreign fllnde control tha GoTermoent 

• ould not onl,r ba ... the -.!vantages of aucb int'Ol'll&tioo ae would be sup­
plied by the reporting req.ur-nte b>t woul4 be able to re}1 upoo penal 

11oottons to c0111pel cOllplianee {see ExacutiYe Order No. 6650 of Janua:r:r 14, 

1934; Act ot October 6, 1917, eection S{b) ae uended). Various lllport­

&nt .. pecte or oubvereive activitY are todey not prohibited by law, b>t 

failure to report under the propoeed ro&llle or foreign ucban&e control 
•culd const itute a puniebable violat ion of law, 

102 

2. Foreign ucbanga control ia in ahoost IIDinraal application throueb­
out the •orld. l!bile it 1a contrary to tho Alleriean policy of tree,..,_ 
ti'O.I:lmeled trada and cOI!Itarce, it ia not entirely new ae a peace-U... ra&U-

1ction, for wa bad reotrictione in the emeraency or 19)3 and 1934. The 

tr&Oitional Acericen position, ho~ever, ia 80 isolated in t his regard and 

tlle exi~enciea or the world 8it11Ation are 80 pressing that tradition alone 
should not prevent our adopt ing aucb a regU;e at this t.i.lla. In the preaent 

state or international relatione it wq provo upedlent, and even uraant, 

for this GonrM&nt t.o protect the rill)lt.l Of AlleriCIJl boldara Of claiae 

against the Axle and Axie-<locaiMted countr1 .. and the r1£bta or AMriean 
bol<lero of property in those torritoriea by appl11ng otr-aota or by uai.ng 

the threat of off-eeta in aey eventual negotiations . The introduction ot 
scnertll. foreign fuoda cont rol would, of couroa, give tbe Al>erican Govern-

.. nt superrlai on over e nat total of Coraien easets • hicb ohould greatly 
fort.i1)' ita polition in any eventual nesotiationa on econo.ic and 110M-

tar; •ttera and enhance the authority of the 011.1ted Stot.oa in any final 
settlecent. In such an hour that atrengt.b wq prove ot t.euurable ser­
vice t o all our great idaala and our traditiona. 

). It 1a becoming increaei~ evident that a censua 11uat be under­

taken of the aneta of the nationals of Britoin and other friendly coun­

tries in aid or the .Adlliniat.notion's announced prograa or all old to 
£r1t.Un ~:nd Cbino abort ot •ar. The recant resolution of Senator Jtre baa 

'brought tbia naca..,ity before Congreu; preaa report.a froto Great Britoin 

indicate that the Britiah Govar,..nt ia eq\1All11nterea ted. &lo~er, 
•uc:h infonDction would be aaaential t.o thil Gove....,ent in connection dth 

"'11' negot1at iollll that u;r be carried on for tinaz>eial d d to Britain. 
I. ayot.ea of nuible 11cena1ng control woul4 perllit us to lllpl....,nt our 

policy with regard t.o the Sri tiob Fapira, and rl th regard t.o tba Far 

PUt in general, intallieantll and deft.11. Tbia , too, 11 an urgent coD­

aidan tion. 

L. I .. wall an.re that tba introdiiCtiOn or • regiM o! !ore1p 
IW!da control would J i ... rlaa t.o nprcuaa1ou at boloe and abroad. 
1htb ra&ard t.o tha d .. aa'tio u pect 1 think thot 111 tha long run unde­

eiroblo raporouu iolla are _.. to be taara<l 1! we do not adopt eucb • 
ragiu tban 1t we do. In ~t BritaiD the raparcuaai ona would be ! nor­

able. U 100\lld p ft 110ra1 ---t t.o tba Brit iah u well u 
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oatoriolly otd them in perlllittiag a llllll'Shelling of Britic~owned assete 

in this eount.ry. The worst repercussions •-111, of couree , come from tJ\e 
l<l<iE po>era . However, exchcnge control , in peace-t ilre , wuo initiated by 

t.he p.Jde po1.ora themselves . Before the out break of the present ... ar the 

eer..au Govern=ent b6d al~ euumed abeolute control aver 811 k>orican-
0, n«1 asset• in the !':eich and. by drastic l&wo el.Jrul.teneoualy bed asswoed 

'coutrcl as ull of all Gercan-o'l<tled aasete i n the United St.<otes . Before 

tile outbreak of the nr the Gera:an Gover,.,.nt had even ef fectively liCtion­
oli<ed tl,e ~dn>lnistntion Of AmeriCIUl indll&trial establiabmonts in the 

reich . The Ger11wn Goverruz1ent. thus controls all American-o"-ned mv..rks and 

all Gerr;:llm-o..,.ned dollars , ~hile we control neither . llareover , Gerlil8n 
e><c:"""-• control has not onl,y euccesded in •freezing• but has also re­
S".llt.ed in serious and - u.nlesa .-e succor thu by the in.&\14,'\U"ation ot 
c~trola here - penr.anent loss to #.1-!erican inYestors . The stwe general 
&ltu.ation exieta in respect to Itel3 end Japom, mile tho eituntion with 

~e,:<rd to the Soviet Union requires no diecusoion . 

Should, t.her.efore, the A=:erican Govornmont decide on a gene.ral ex­
t.eosion of foreign tunde control , Germaey end It.<ol,y should not be in a 
.;ood position effectively to pro~est. Ret.<olia~ion, too, would be diffi­

cdt . S!nce tro.de dth those countries t.ae been praeticall,y ext1ngu.l.shed, 

o-.u- eo:::erce • ou.ld not autfer. Nearly e•ery repressive M&sure a:;ain.s;t 
kne"ican i nterests in the to~alit&rian atates has lollb since been ex­
!lausted. Every realist muot know thot in those countries our assets are 

endo•ed o11ly with t he value whicb Nazi- FoGcist self-i nterest ""'Y make 

opport~oe . In this connection , tbe true value of }.xis i nteres ts in the 

Unite.! St.« tea ..a;r turn out to be s urprisingly greater t !l&ll • e bnve hither­

to S'• ;>;>>:ed . J. prellai.nery study of specitlc ceses sug,eata the llkeli­

h>Od t:ut t.!le total of Gerooan-controlled ass ets in Uo.e United States 
olooe oq haYe a fair capital value in excess of t 500 ailliona . Tbie 

•o clld ?rovide on added assurllnce agains t econolllic reprlealo . Political 

reporcueel >na could hardl,y be core serious than the hos tile Olllnliesta­

tions of the paa t and Germany and Italy would certainly not oako foreign 

f'Jn;ls control a~ E!!!1at this time , Iince it .. oulll profit tbel!l 

not hin;; and perhaps lose the11 """"· 

The appllcetion or forei~ exc~o con~rol should not .!!!! ~ be 
an ac t or provocation t ollcrde Japan . l!eCIIII.$e of its continued interest 
ln trade with the United States , Japom would be , pt"esuoabl,y , more inter­

eotod in ne~otlatins for apooial licensco under the proposed elastic 
• ;stem than in precipitating a rupture fro• which no profit could be 

le~1ved . '!'he llaJI:e cons ideretiocs apply •1tb oven areater force to the 

-o\'!et Onio.1 . 

5 . The Trecsury hao &ivan carel'lll thou.gjlt to tho sdllinistrative 

foasibil!ty of a regime of general foreign exchange control. 1 rloh to 
atote that the Treasury 1a 1\Ul.jr prepo.red to P\lt into operation, on short 

r.otice, a coiGplate regime of effective control , s o decentralized as t o 

Oper~te •ithout impediment to the nor~ aDd legiti-ete transactions of 

dl>::estic industry a.nc1 forei&n eo;uoarco . The proposed reiime would , in 
its operatio.'le , be equitable to all legitiMte int eresh, both doweat1c 

and foreign . It • ould be entire:!¥ elastic. nth certain l&rt~e areas of 
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tbo .. orld a oyotoa of blanket licenses, oubject OlllT to r eaaonable re­
po"tln~ r--.u!reaenta , could be -ployed. 

The adopUon of general foreign !\mda contl"C)l would in•olve a decision 
of gravity; bllt a decision not to introduce ouch a recime appears to 11e to 

be •••" more ii'ne. A nege.ti ve decision would peroi t U!s Axis ponrs to 
eonttn•• Creel;( to employ American dollare for purpo•oe or oconoadc war­
fore , political manipulations and eubveruive ac~ivitiea. 
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Jolm i:dclar Hoover 
Di:~ctor 

\'he Honorable 

COPT 

7l:m:RAL liUl!!:.U1 07 IlMlS'.'IGA!'ICII 
tllll'I'ED S'U1'1!S DI:PAII!UEil'l' OJ JUSi'ICl: 

WASBlWGTOl: , D, C, 

No~ember 29 , 1940, 

PERSOIW. AllD OO'!ll'III!!:!.'TIAL 
llY SPZCJAL IQISSlmGEII 

The Secreta~; of tho ~rea~ 
Vnthlngton, D. C, 

1!,)' dear Mr. Secret ary& 

lll th rocard to tho 1nveatlcaUon c:-.>.rrontly bolnt; 
coad.>.cted by tho 7edoral Bures. ot Invootlgatlon in connection 
v\th traoaactlono ill tho United Sta teo l nTOl Ting torolcn ~Undo, 
I V\ oh to Gdrtoo that a nry largo &110\Uit of illveotigatlvo 
4c t!v1t1 Ia preoentl1 being e:xpen4ocl to an effort to 4etono1ne 
do!lnltelr vhother the ~Undo of certain foreign eountrloo In 
the United Steteo are being uoocl In connection v lth hootllo 
~cthttlea directed agalnot the notional clefenae o! tblo 
country, The moot expecll tlouo lnveotlgatlve attention poao!ble 
under tho clrcumotancea preeently lo being given V\tb regard 
to the ::>etter ot ln,..otlgatllll: tho penlblllt:r th4t Gonoan, 
l bl len , ?rench, J~~pane .. and lbool61l ~Undo are beiac uaod for 
actlv!tloo dotrl~ental to tho national de!onoc o! tho United 
Shtoo V\th regard to uplonage, oabotago, p~daootlvl­
t leo or othervtao. All lncreaoiiiClY largo nUlllber o! .l.pnto to 
belnc exclualvel:r aaalgnecl to thlo t:rpe of inveatigati on and 
the vol ume of inveatlgotlve activity noceootr7 in connection 
therewith lo oonotantly lncreaalng at a very rapid rota. 

Ao Ill llluotrntlon of the amount of lnYOotiptlva 
<cUrt ty bei nt; e:xpondocl In thio connection, I vloh to point 
out th4t 1n tho City o! llav I orlc alone thoro are believed t o 
be at lea1t three thou.aand, te-Yen hu.ndr•4 forelp aecou.nte, 
IO!l lch lhould bo very caretul.ly nnd .Unut oly acrutlnl .. d ao to 
clailr activHr relative to tho peoalbllltr that tuncla t'ro• 
thoae accounta are bolnc utlll•ed In connection vith aub­
verotve activitloa within the Uni ted Statea. The above number 
doee not , ot couree, tat. into acco~nt At all the larce amount 
of lnnotlgative actl<rl\7 ontallecl 1n connect ion vlth ln­
vaotl gatin& acldl t ionel account• into which !Undo troa tbo 
obon-:oonUonod I OIU'CU ~ be t racecl. Ot courao, it vlll be 
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reall;ed that the clrcaaatancee referred to above requi re the 
1e~alllnc of ~large amount o! in~eetleotive peroonnel to 
thta typo of ac tivity, which par oonnol vould othervioe be on­
CAb•n In oonductlng other highly Important lnvoeticatlone In 
connoo tlon vl th tho natl~nol defenoe, The m&tter of checKing 
vlth regard to French !undo In the United St at oo waa referred 
to abova . However , I ohould, of couroe , poiat out tha t in­
•••tl&ntlve activity neceeeary In thla connection I t neellclble 
vhto co~arad wi t h the amocnt o! activity necoaaary In con­
r.ccUon vi ~h the tu.ndt o f euch cOWltr"lea at Ger::\N'l¥, Rutala, 
I taly and Japan, duo, In large aea~re , probably , to tho !act 
that a rigid ayatea o! control io belnc oxerclaed In tba United 
Stat•• o! frenCh fUnds. Ins~~ch aa co ayate~ of control la 
hlf\$ uUl!ud with regard to Geroan , I talla:~, llulllan 6ftd 
J'tpac.eae tundt , there l a a 1:11.cl:. lart;er nu.mber of cooetc.ntl7 
active accounts , aooe of vhicb nre particul&rl7 aiGQlflcent 
and l~ortant, and It h&a not been poaaibla to definitely 
Uetcr~!ne the ute to Vhi cb a large anount of tbete ~nda 11 
bolng put . 

l t haa not been poaalble , to dnto, to cover every 
GilmM, ItaliM, Ruaaian and Japaneoa account due t o the 
\rc,cn~~•ly large ncount of poroonnel which t hlt ~ould reqo1re, 
tfforta nrt be l~ made to clooel y ~oni tor a total o! one 
hundred Md aoven German , ItoliM, J apantto and ltuuian 
account o In one city alono , theoe being diatributed ~o~ 
t~enty-!our la: ge ond i~ortant banKin& iaotitutlona. 

~. an 1lluatrat1on of the neeeaa1ty for conet~t tn­
•eatl~t lYe aetiYity relative to account• o! thla k1nd, It 
will be reeatled t hAt rec~ntly info~tlon vaa obtained 1n­
d!e3t~ that repreaentat1~e• of the Ital1en Go•ernaent vere 
~<lne tuod& ln erceoo of !our =ill l on dollar• to tvo Latln­
~erlc(L%1 cou:1trlea vithi.n the Weetern Be=1 1Phere, tollov1.nc 
cnh witM.ravala totall:~g tho above Cl>OUnt fro:. 'bank• In tho 
1lnHod Statu. Specific lnfot"Q&tion h not pouaued a• t·o 
the eXAct purpoae !or thote trano!erala, altbouch It Ia, of 
oourao , hlably algnl!icant that auch l&ri l tranafaro of ceah 
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eh0ul4 be hanclled by meuengero rather than thrO\I.Ch banlciDC 
tac!li tie a. 

Upon recent occaaiono, bUll tracod by eorhl 
number• f 'rog the acownt ot the German Oontulate in lew York 
Clt7 ore known to bsre been received by firma and org&nil .. 
tlcoo tiUPected of being enga&e4 in propaganda ccti'rHioo, 
t~eoo being recipient of constant 1nvootigatlve attention b7 
t~e 7e4orel Bllrellll of Invutigatlon at the prooent U11e. The 
~J'UZI L! brar:r of In!orD&t~on, a veU - Ialovn O.rqn propaganda 
~nc:r Ill lev Tol1< Cit:r , h !::Down to have recoi vad a quanti t;r 
of flln4o vi thdravn fro• tho account of the 0.1'11&11 Oonoul"h , 
Upon at least ou• occasion, 11ll>de fro• a foreip bAI>lt t~eccunt 
vi thin tho 1Jn1 ted Stat eo have been tract4 to an 1n41"rltlllal 
dtflnltol;r koovn t~ be 1n conotant association Yith a ~oup 
of forol£11 11p1onace agento, 

!he above Ia being turnithed for your Information, 
• • I pcrtlcularl:r vanted 7011 to koov of the notiv1tlto being 
eondoctod by tho 7oderal Bureau of Inveatlgation in connection 
Yith foreign fundo vlthln the United Statoo, end you oa:r be 
••••trt4 that a441 tlonal informtlon of 1nttr01t Yill be 
turnlthod t o you In thlo connection . 

Sincerely youre , 

( oi£Ded) J, :IDGAR HOOVD 

1.07 
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DAft llocne or 2, 19'1o 

STRI CT LY CONFI DEN TIAl 

f bi :r..s-.. 1 a. .. rw Balik of low Tori&: reported ~ tollowl"C \...,oaotloao 1• 
- ..,00uh •IJIIJII.aod. wl\h ~ Oil& .. kUoMl llult. 

lll\0 .l.looua\ OroUhd. Ace- Orod.i\Ol 118oo1nl J'rca -
• 5(),000 :a..co d.1 a-, ._ Crod.i\o 1\ollaao, I,T, 

61,000 JAainio\ro\1oa Poa\1t1-
o \ol llU' 4 Oporo llo~ 

....... till.-,-

1cioao, ToUou OU7 

100,000 Cr.U\o 1\ollaao, I.T, :a.- to lllpoU !rut Co., 
I.T. 
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TREASURY DEPARTMENT 

INnlt 01"1'1Ca COMMUNICATION 

DATa Deceaber 2 , 191!o 

secretar7 Morcontbau 

Kr. Cochran 
STRICTLY CONFIDENTIA L 

O!f1c1&1 ealeo O! ~r1t1eh-ownod dnllar II<Ur1t111 under tho TOtting order 
, m•eH•rt Yobi"W\1"7 191 

No. or Sharoo $ Proeoo4o o! loa1ual Val~• $ Proeoodo or 
Sold Sharoo Sol4 or ~ondl Sol4 :Bonde Sold 

J8,492 
12,763 
5. 725 
5,000 
2,516 
1 800 

66,)01 

2,120 ,023 

2,186,}24 

1,1)8,138 
llo8,477 
172,248 
338.550 
1)0,733 
lo6,!!81 

2,294.727 

74,226,250 

76.520,977 

56.000 46,068 
41,000 }1,931 
4,000 1,528 

111 111 
7,000 4.534 

42 000 29,878 

150,000 113,939 

5 ,456,500 4,228 ,252 

5,6o6, 500 4,342 ,191 

Mr. Plnoont reported ~leo or non-Tooted oeeur1t1eo !or tbl week oDAod 
IOTeaur 23 totaled $500,000. 
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TREASURY DEPARTMENT 

INTER Of'FICE COMM UNICATION 

!'I!UC'ELl CONFIDIIIII'IAL 

TO 

.... llr. Klauo 

liaYember 2:1. A biOCl"'plliOal HpOft 011 .,.,~ lloni.Mr ot the CIO Au~o­
,orkorl UDion , now o~blll& ~ niaUon 1-.,., ohupo ~ba• he 

ta tigll l.n the oounoila ot ~ -"''~ PanT. It Ia 1D41oa~o4 ~ha• a~ a 
...... ukiac ot c-ml n l .. dere in -ion w1 th the na .... th Bational. 
C..YtJltlC"' ot t be C milt PanT in - York Cit)' Mq 30, 1940, D. z. llalnlilaq, 
'"!'':;::~~t;~bo Ccaaintem, atatad that ...., the C •niato C>uld ha~ to oper-
•• 1notrvct1on. troa llo- were tbat all "lecaJ.• wort ohould be 

.:;roU&J> o;;aociet DOt -to be-... Co mtat intllleDoe. 

Ncm~tbcr 2ll. The Jlli ia oc-mca•in& with IIJ'a, lliedtel., wbo, in an 
filo4 i n 0 dh'Ot'Ce IUit &gainl. bar buband in llebraob NoT-r 2:1, 

bor huaband ..... TIOrlt:in& w1 th aceta ot tha Ge:noan SOT~- in 
and oabctaca. 
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1.'1ll1am 
r nudocn: 

:-! .''.Jr: 

X: 

~ .·' . Jr : 

:!." .Jr: 

~: 

H. •• .J,.. : 

Y: 

u: f.Jr: 

v. 
·'· 
~ . , . . Jr: 

V ; 

H. 'f .Jr : 

K: 

Hello. 

Yeo . 

Henry. 

Hello, l!enry. 

!lou are you? 

Pretty good. How are you? 

Bill, are you alone• 

lihat 1 o t hat?· 

Deoeober 2, 194o 
9 : 30a. m. 

:111 

Oan I t alk to you? Are you ao tha t you oan 
t alk? 

Oh, just a second. Just a second. (Pause . ) 
Go ahead. 

Saturday morning Sir Walt er Layt on came in to 
see me and laid on oy dealt orders t he t they 
want to place amounting to a little over $2 
billion. 

Yea. 

I t ook it yesterday to see t he President and 
he t old me he wanted ue t o go ahead. Now, I 
didn't have very rnuoh time vith him but he sioply 
sa id, ~ vent t hem to ~o ahead, increase ~~er1oan 
))roduot1on and t ake care or t he or ders . Nov, ! 1

!!1 

asking - I ' ~ trying to arrange tor vou, Stimson 
and Knox and Jones to ge t to~ether Wit h me 
tonorro~t afternoon, because I want to l ay betore 
you Just what t he English a~aete ere . 

Yea. 

And I went to share the respona1bil1ty wit h all 
ot you because 1t is too big t or me to take 
alone . 

(Laughs). All right. 
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H." .J,.: See? 

u . . , .Jr: 

:< : 

q.".Jr: 

K: 

H.".Jr : 

~~ .-· . Jr: 

K: 

H .... Jr: 

r. : 

K: 

?. •• , .Jr: 

X: 

All right. 

I mean - I ' m going to ask you - ei t her we all 
&ink or swim together but I oen•t t ake t hie 
alone, eee, and Stimson oaid he could come at 
J:OO tomorrow. 

3:00? 

Would t hat be all r ight w1 t h you? 

Sure. 

0 . K. , and t here is no uee eending stuff out 
ln advance I don ' t t hink. 

~~at do you c een sendi ng stuff out i n advance1 

~I ell, I mean ..... 

l'lell, i t's t he A and B schedule isn't 1t1 

Hell , I don 1 t t hink anybody hM seen t h is before, 
I don' t know. I t 's s t uff f or alrol~~es, stuff 
tor bombs, t hle U.S. Ordnance program, t anks 
and ships. 

Uh- huh. Well, what ' s he done about hi s A and 
B pr ogram? 

A. and B? 

Yeah, you knew t he t h ing we were tueeing around 
with eo long. He t urned t hat over to Secretary 
Stimson. Do you remember t hat? 

Well, t hle 1a the program t hat Stimson said 
0. lC on. 

Oh , t his is it. 

Well , thi s i s only port or it. 

This is part or i t . 

\Tell, the A amounts t o S6oo m1ll1on and the B, 
$75. He ' s got it divided A, B, 0 here. 

Oh. Now the A ie 600 • •• •• 

r 
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H. t' .Jr: 

x: 
H.H.Jr: 

1' : 

H.,, .Jr: 

H., .Jr: 

K: 

H.'' .Jr : 

X: 

!i .".Jr: 

I : 

H.'' .Jr: 

K: 

H.' ' .Jr: 

11.3 
- 3-

l'he A ia 600, B 1a 75 and 0, 'llhioh 11 tanka and 
tank guna, 11 100. 

I eee. 

Then he•a got in here 

That•e 775 million. 

..... 

That•a right. Then he 1 e got 125 for armaments, 
bombe, radios, et oetera; 1 bill ion and 75 for 
airoratt ; and S7 tor merchant ahipe - total 
$2 billion and 62. That•a the program. 

llell , he lliU&t inolude hU 1 2, 000 11irplanee and 
hU A and B program. 

Thllt'a right. 

So all we need to talk about ia What ia beyond 
that, buh? 

Well , no, about t h ie beoauae how are we going 
to t1nanoe it. See? 

tlh-huh. All right. 

And 8timaon•a position ie tha t it' a O.K. to 
order it but he won ' t take- he hasn ' t taken 
any tinano1al reeponeibility, 

Well, I eaw his letter to Sir Walter Layton. 

Yeah. 

Yeah. All right. 

J:OO t01:10rrow? 

• Yeah. 

!bank e. 
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H., •• Jr: 

Jesse 
Jones: 

J: 

R." .Jr: 

J: 

!I ." .Jr: 

J : 

H." .Jr: 

J: 

!!.•· .Jr: 

J: 

H. ·~ .Jr: 

J: 

H.'' .Jr: 

J: 

l!.li. ,Jr: 

Good morning. 

Good morning. 

Hello , Jesse. 

Yeah. 

Deoeober 2, l94o 
9:36 8 . 1:1. 

J esse, I 1 ve got two t hings that I want to see 
you about. 

o. K. 

One, tonorrow afternoon at 3:00 o'clock I 1 ve 
asked so ter Stimson a.nd Knox and Knudsen and 
you and somebody from t he State Department to 
go into this latest program that the Englls.b 
~ant - t he 2 billion end 62 . 

Yeah. 

And I want to give you tallowe a confidential 
report on what t heir esaets are and then where 
do we go trom here . 

· I 111 be t here. 

But I' d like to share t he responsibility. 

o. ~ -

ti4 

Now, t hat • s No. 1. !lo . 2, I 1n ready t o tllk 
Argentine with ~ou t omorrow morning it you want 
to . 

1 1 11 be ready. 

1·/hat t1me sui ta you 1n the morning' .. 
I think the moat convenient time tor you will 
ba agreeable to me. 

Well, 10:00 or 11:00. Wh1oh •uits you bette~ 
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J: 

R." .Jr: 

J : 

J : 

H.H.Jr: 

J: 

!V'.Jr: 

J: 

R. H .Jr: 

J : 

J : 

-

115 
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Well, I 1 d rather make it ll: OO t han 10:00, or 
10:30. I don ' t get t hrough my mai l quite by 
10:00. 

l0:30t 

That will be tine. 

Now, do you want the Argentinian& here, or 
do you want anybody else here afterward&? Do 
you want Sumner Vlelles here - or juet you and 
me? 

Supooae you and I talk, Henry, a nd then we ' ll 
make our nlen e. 

10 : 30 :rou and I. 

Yeeh. 

And then again at 3:00. 

Yea, and t hen thPt' a 3:00- thet' a tomorrow 
afternoon. Both dat es tomorrow. 

Both t omor row i f you can stand that much. 

0. X. , I can. 

All right. 

Good-bye. 

Regraded Uclassified



H.!' .Jr: 

Operat or: 

OeptR1n 
Deyo: 

g;' .Jr: 

D: 

s:· .Jr : 

D: 

D: 

H. '~ .Jr: 

D: 

H.?' .Jr: 

D: 

D: 

H.! ' .Jr: 

D: 

Rollo . 

~toe•ber 2, 194o 
9:)9 a.m. 

Secretary Knox - a Captain Deyo - D-e-y-o. 

All right. Hello. 

Hello. 

Caytain Dayo? 

Yeo, sir. 

Good morning. 

Good oorning, sir. 

ti6 

Capt ain, t ooorrow af ternoon a t ):00 o 'clock 
1n my office, I' m haVing a oonf idential meeting 
wit h Mr. Stimson, Jonee, Knudsen and I want 
Colonel Xnox. The subJect ia t he moot recent 
order that tho English want t o plaoe here. 

I see. 

And it's largely a financial question. 

Yea , air - largely f inancial. 

Yea, but also of policy. 

Yea, 

Nov, Mr . Stimson i1 brirtlfing v1 th hi m hU 
Aeeietant Secretary and Ch1ef -of-Statf, eo 
Mr. Xnox 11 tree to bring 'llhomeYer he v iahe•. 

All right, sir. Would it be more appropriate 
to bring the financial aant 

No, 1t'e - I mean, 1t Mr. rorreetal io 1n town, 
I 1 d like Yery muoh to have him. 

All right , air, I'll tell him that. 

Yeah, I think 1t he • • here he ought to oome. 
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D: 

H. 'I .Jr: 

!>: 

H." .Jr : 

D: 

H.".Jr: 

D: 

- 2 -

Yea, he is here now. He'e back. 

Good. 

All right , s i r. Thank you. 

11ell, if I don ' t hear again, I ' ll expect him 
here at 3 :00. 

1.1.7 

Oh, yes, he ' ll be t h ere all r ight, l!r. Secre tary. 

Thank you. 

Yes , sir. 
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s.M.Jr : 

euantr 
lltlltt l 

B.M.Jr: 

II: 

B. II .Jr: 

If: 

B. II. Jr: 

If : 

H. II .Jr; 

II: 

B. II.Jr: 

If : 

B.M.Jr: 

If: 

B.II .Jr : 

If : 

R.II. Jr: 

II: 

I .M.Jr: 

Rtllo. 

Htllo, Rtllr7. 

lllballa4or Lothian h htrt wUh ae. 

I 111. Well, oan I 1nttrrupt ,~ tor a 
aoaenU 

n .... 

ti8 

I n nt to ooacratulatt TOll f1ret of all on 
t h1 t aorn1na. I hear 1t wtnt ott .acn1t1otntlT. 

Wtll , IIJ'. Bull nt aacn1t1otnt. Rt reall 7 we 
pan4. 

Well that'• f1ne, but I Jutt wtntt4 t o tell 
TOU i ftt awtullT pltall4 w1th tht outooat. 

leah, 1t went ott beaut1fullT• 

two othtr queet1one. In tbe f1r tt plaoe llr. Bull 
t ol4 ae that 1ou were ba•1ns a aeet1ns eoatt1ae 
th1t week on th1e • • ••• 

) :00 o 'olook to.orrow. 

It1 t toaorrow 11 1tt 

At ) :oo. 

About bow l one w111 1t take, oan 1ou tell ••' 

I think 1 t woul4 take a full bov. 

lot -et 

lo, no. 

!ben I'll &rraftfl to oanoel appo1ntaentt beoaute 
I'a thete 4aJ• Jattte4, but I wantt4 t o be there. 

It wU1 take a full bolll'. 
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r : 

B,M,JI'I 

I I 

B.M.JI'I 

I I 

B. JC .Jr : 

1: 

B.M,Jrl 

I I 

B.M.Jr : 

1: 

R. X. Jr: 

r : 

B.M.Jrl 

1 : 

B.M.Jr: 

W: 

B,II,Jr : 

1: 

119 

-I- .. 

le4 I"''-' uu ••et~IIJ n.- •' rob- 1e 
.... , all l'iP'· 
Ala - JOI. 

loll, all riP'· low .u Wr« Wac 11 
A~WoiiUDA. 

:r.oo. 

Do JOll fool •Uof114 allou' 101 .. a!loa4 DOW 
1D 'I lOW Of WI IIOI'Dllll' I 1'11111 ,, 

loll, Jo .. o u4 I 1-.... OD *'a' 10: )0 
~fl'" 80I'D1JIC. •• -..,14 w IN • aloao. 

Ob, l1111. I ooo. 

Jolll 11 -·DI !111'1 ., 101)0 ~- •I'DlDI· 

All 1'11da'· WoU, af\11' *' Will 7011 lo' .. 
bow 'lie l'lnl '' 

Yoo. lo N14 !1114 11ko 'o ulk ,. •• f11'•'· 

Yoo. All rtp,, loiU"J. 

I -, Qa'' 1 WileD I ftl Uai'UDI U, u4 UleD 
fl'oa \boil OD I'll keep at'ol' U uUl WI oloaa 
u .,. 

lba''' pu4. 

.. , wo ' l'l IUI'Uq - Jooll u4 I- a' 10:)0 ·--· All nib'· lba'' • tlal. 

low .... , olHt 

tbat!o all. I'll 111 JH , __ at 3100. 

Ju' tbil tb1JIC Will' off all l'ilb' Ul4 lla'11q 
•• hll liP ~ laelpo4 • lot. 

•u, *''• tlDo. I'• awtllllr ploall4 abcna' u. 
~"'' 11114 \baako. 
All 1'1pt. 
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H. M.Jr: 

Robert 
Doll8hton: 

R.M.Jr: 

D: 

H.M.Jr : 

D: 

B.M.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr: 

D: 

R.M.Jr: 

D: 

Bello. 

Deo .. ber 2 , 1~ 
5121 p.a. 

Hello, Henr,y. Row are JOU cett1ng alongt 

Ob, wonderful. Bow are tbince b7 JOut 

120 

Well, I'• not ooapla1n1nc or bracg1ng either 
one. 

I eee. 

NeYer do auoh ot eitbtr. 

I eee. 

I thought UJbe troa wbat JOU uid the other 
nlcht that Jou'd sot an idea that I wae eUrriac 
up th11 tax queet1on and wae rather pr ... ture 
on u. 
Oh, I wae doins a l ittle kiddins. 

Hovt 

I wae teaeing JOU a little bit. 

Well, I tbousht perhepe eo but I wanted JCU to 
underetand 1 t exaotlJ , it JOU didn 1 t. I uld 
to the Preeident, vben I vae down here eoae two 
week• aso and be val oourteoue enough and klnd 
enough to talJt to ae awbilt about tbinc• in 
general , that it Wt Were COinC t o baYe a tax 
blll at all, it that vae hie purpolt - to call 
on ue t or a tax bill, that I \houcht that a 
oonterenoe eoaetlae prettJ eoon in wbioh JOU, 
and the Senatore and one or two troa our 
Coa.ittee with hla would participate - wbJ it 
alght be helptul. 

Yeah. 

And he Juet Juaped right at 1 t l1ke a trout at 
a craeehopper and went risht to work tor aakinc 
the - be ea .. ed to be pl .. eed with it and told 
Oolonel Watton to oontaot Senator Barr1.n, wbo 
•• ov.t ot the o1t7, and 1te 1t be oould •n 
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R,II.Jr s 

D1 

B.N.Jr: 

D: 

R.II.Jr: 

D: 

R. II,Jr: 

D: 

R,II,Jr: 

D: 

R.II.Jr: 

D: 

R.N.Jr: 

D: 

l.l."PI 

' 
- 2 -

wUia 11a laat h1U, D1pt, &114 be14 let .. 
luloW u oaoe, aa4 tlaat .,, .... _ be ..Ue4 .. 
an4 •o14 .. the plaae were U'NIIp4 - t1aa 
... uac •• U'NJICI4. 

Well, I .. , J••t 401Df a 11ttle teaelq, lob. 

I'• an UIJWa1• arud.oae w '" 1ato .., 
~olal OP ..... lla allal e1tbeP 0911' IZOell 
prot1... toa lulow Wllat &10111 - laow •• wat 
tlai'Oup II laftea ot htbe-1· Oft Ulat, 

teala, aow unea, o14 ~. 4oa1 t 10• 11 
IIDI1U9e OD ae. 

' 
Jlow I I Ula t' 

Don't 108 let .... 1U9e Oft ae. 

SlaeU1YI. 

teala, I -· I .... w till \bat 7011 oo1114 
tea11 ae aa4 I oaa tea11 7011. 

WellL no, I .. ea't belDC eene1t19e about 1t 
bat 1 Jlllt tlaoapt 11117be 701114 tlliK I wae 
pullalq U a 11Ule pl'eMC1U'el7. 

lo, no, DO. 

Well, eo.e&lae, llb.lll I 1a - w1ll 7011 llaYI a 
11 Ule ClM &o.ol"l'ow7 

Well, '-rrow 11 a ba4 u, bat We4neeu, 11 
better. 

121 

Well, 1t I'a IMPI We4ne14117• lotlliftl upaC at 
all . I JUC wate4 W k1D4 ot &aa OYIP tlaa 

' 

.. ~ el&MUoa. tbAc oaa •U all 1'1Pt uuu _ ...... 
Well, I hll 7011, I 1YI pc a bell ot aila7 
'--· llat 1t lob JloiPtoa -•• co aee u, 
I 111 4Pop e9eJ'1tla1DC• 

h 1
1 DOC UlaC UpoPCU'- ... 1011 4oft'' llaYI • .... 1.., ..... 

I'U 111_,, tiOp ..,_. t• ,_. 
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J): 

H.M.Jr: 

J): 

R. M.Jr: 

D• • 

S.M.Jrl 

D: 

- '-
l o, no , 1t'• Dot tbat ~rcant. I Ju•t .. Dtt4 
t o 41nu .. the uner a•n.raJ.l:r wi\h :rou an4 I 
oaD 4o u titleD I oo.e baolt. 

0. I. 

But 1f I •t&J o.•r We4n••4a71 1111 ~ J OU up 
We411 .. 4a7 aorn1na. 

You 4o tbai an4 I'a at :rour ""1oe. 

Well , tllaJik :rou. You're alwa:re 1Un4 an4 
oourteou an4 fa1r an4 equare 1D "''1'1 .,.,. 
Well, that'• both -:r•· 
Well, thallk :rou ••1'1 aoh. Goo4-b:re. 

122 
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m1cn Y CO RDOOIAL 

.ALLI SOW IIIIPIIU! II 

Oot. : bOt. t Ooi. :bot. 27: loY.t RoY.t loT. : lOY. : 'l'otal 
1 6-12 :13-19 :20-26:-BoT. 2: J- 9 :10-16:17-23:2~30: 

67 52 37 69 ~1 49 16 53 ,. 
6 9 11 11 ' ' ' "' .. .,. 

73 b1 114 !.2 12 56,/ ~]0 

Offloe of tbe 8ioretiri of the fl'iUUJ'7, 
Dh181on ot R .. earob and ftat18t1o•. Deoeaber 2, 19110. 
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1.24 

. . .. ,,.. 

I JA 

.......... , 
n-w-~. - --.u., .... , ............. ., ,... , .... ..... 

Ire l r IS, ,,..,, _ ..... ,_. ..,.&W'-,_.._ ......... , .,,,.., •... 
..U. U.._ .. - el tM lrUSA: ....... 
.......... , ........... will ... . _ ................ , .... -" ''· ... ~ ..... . 

{Slgoo4) R. Verle Coch• ' 

I . -.ria II , & 
I ) trJ ............. 

0 

11.-r 

~ ................. . ............ ,. 
htwllllt ..... ., ... "-'~· .......... , .. . 
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FEDERAL RESERVE BANK 

Dear atr. Seent.&r7a Att.otiqu JD:. B. ltr}t egCbrM 

Pur_,t to llr. Coc:hren•s request, I oncloaa our 

coap1lat1on for tho week tmdecl !IO'O'Oabor 20, 1940, sbowing 

dollar diabur0<1aenta out or the British J!llpiro aDd rronab 

acaounta at thie bank and the •ons b)' which these expendi-

turaa wore tinoncecl. 

L. w. ll>oke, 
Vice Preaidollt. 

llolloroblo J1enr7 llorpnthau, Jr. , 
So oro to.,. or tho Trea8Ul7, 
Wubingtoo, D. c. 
r;nalo....-.a 
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PRRIOD 
1939 

~· 3i7Bo.R_\.~7 
SOpt-:10 ... Ill••· 1 
J;.)v. : - 29 
nnw. ~_tO-Jan . 

Tan . 4 ... ,J.l 
Fekl · 08 
Y_!b . 2'9 - Apr. 3 

Apr. • - 11o r 1 
way 2 - ::9 

~ - 1Ul.y 
5 -

---,,1..-..--:-- -· 
\ "'!Jl!{ llllll'-11 
• l!2l,. ' 
/-- 1) 
-- .lO 

-+~ -'-. .. 
.. -.- t-

' - -Ave;:_eg;. 04lcJ.r IJC»t_ftd\turea S1no.e OUt break ftf •;ar 
?rtu:~ (tll. ... ,..ora Juno 191 J,l9':6 ClH:fl••n 

1:',.;.1.&1'4 (i~ J - 1~) £~ .6 1111111'• 
'lt..land (alAN 1\u:;e 19) 60.4 alllh"'n 

1.Z6 

r 

l 
6,_0_ _ J •9 I t .. 2•8 
4.0 lO.J. r-+ !·' 

... 6. 0 -- J , , -+.U.l 

-n.8: I 
1 

- • I 

• 

0. ~ 

0. 1 -

-I .... 
·j '1 -~-

• o.) o.z 
- ·-r o.1-

""" 0. 4 __: o:z~ 

. --­
---'--- -

I 
I 

I 

_J -

-l 
. ·J I 

I 
0, 2 ! - o.z I 0,1 • 0.1 
0. 2 - 0.2 -< 
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(a) Inolu4oe pe.)'Uot.e tor aooount (\f Drt.tiab Purob.oo1ns C<lll'l:l1ea1on, 8rit1eh A1.r Wintatry, Br1t1a.b ~ppl.)' &.~, MJ.ntatry or 9Jpply Timber 

Control, an4 Ml.nletry ot ShiPPina:· 
(b) ThrOUgh J\&DI 19, theae tteuru repreeen·t t<ttel alec ttt .A:!IOrtoan MOt.ll'1t.1oa in t40C'IDA Dittrio~ J!oporh4 tor a.~!MJUDt nt' t.be Unltocl Jt~tW. 

(Praoe•d• ut t.beee ae.lea , ~..-e.r1 mi.)' not h••• t.en ore4.1t.od W the Balik of ~l.ud ' a ao:oo}mt ill all oaeea~ ) Be81Mlns wltb tba ""k IDM4 

.rune 26 , the tip.rea repnMnt tre.nataro t'l"ca tM Bank or M~mtl"Ml, hW Yort: A.£1-coy , Wltoh t. ou·\.Mw tvr r-.qu.ilittnoe4 Mer1 oea eto.u·SUe a 

held 1n thle oountry. TM tl"tAA.Ciro appa,reatl,J' reflect :p1"00Mda ot utttolal • e.UI'l\Y tllll.ea, Uolu41J14 \bON baa4l.e4 tbro~ prin.te deal•· 

J'rQm 1Ulll 1'1 to JUly 19 1 \f¥.MOtioqa 1n ~u.r1Uea .pe;yabh ~ .rpeolti~ !ore1f1! ou.rrenoi.ea, i.ndudiJ:I& dollars, b7 tTalted Iingci:u:a l"'I141DU 

\ 
were -pl'C'IhibUed. • , • · • • 

(o} Inoludee pct,yD~nU .('ar aooo\U;)\l f~ I'Nnah AJ_r 'CtaDieeion and P'fonoh Purol\asine C«faa1Uifln. 

( 4) Includes adjuo\Jnent tar ( b} &bOve. ' · • · ' 

('~) Abi'Ut toe million tranaterred tr~.e o.ooou.nh c'd' Br1Uah eutbtlr1u4 banke with Naw York be..nke. 

(r) . About tll a1Woo tranaterf'tl4 trra aeeoonte rC Brithb authcr1-..4 banta \'ri th New YC'rk banks. 

(a) • About 18 allUoo tre.naterNd troD •ooowrh ot Brltlah •utbOrh~ banks tdtb ~ YC"'ft; bW.a-. 

(ll) · About $lO. aUUob. tre.natorrt4 trca ao.oow2te nt 8r1U.Ih a'lltbm1M4 t.aka with !h Tort tanka. 

( 1) A4Just.e4 \0 oUai:sate the etfoot fl • mill loa pa14 out 0 11 1Uu 26 aM returM4 the tf'l.ltw1Jl6 41:1• 
(J) ·About $2 •Jllion traneterH4 tt"C:D eooOu:rt• or· lr1Ueh' eutbvri'ZW l:uk.- with New Turk 'baate. 

(k:) About t2 a.illioo tr&Ae:ferre4, t·roaL 1aooOunta ~rt· Brlt1ab' 'authorh64 bonlca ' •itb New Tt~rk b&nke. 

(1) • J.bc)\at .... tft1U1on trnnaterre4. trcm. a.oo~t8 r~t; Brt\iel( author1t~4 'bank a' With- NW -'trlrk bo.nke. 1. 

(a) .iNn t 2.2 aU11•A reodncl troa J'M.or..al R•••n • kD'-..o t Booton tor •• of co..on.t..lth !Wilt ot Autr..U... 
: " . . . .. 

· . 

. · 
.. 

., 

I ~ 8 IIV 0. I\ON iliE! 
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• 

JXPOli!S 01' PI'SCILZOM PIIO.oot~S, SOIW' IliOU .AliD SOIW' 9H1L 
J'liOii !H% lJIII'I'IIl S'l'.l.fiS i'O J.I.PU, BIISSIA, SP.I.III, .1.11D GIIJ.l! lll!IUIJ' 

.I.S S!IDVIl BY m:l'J.Il'l'tJlll !'Zlii!I!S lliWinD 

PRODUCTS 

r.:ol on4 Geo Oil (lnelwlin& 
o!Uol Oil) 

:nolldtd or CAll!orllla 
Eltb Oet :>:>O Crude• 

jjl Olhtr Cn4o 

~eolbe A •• 
O~tolbt J • 
jjl Ot.her Or.ooU I\0 

r rlc•tl"': on -

1o4,206 Bblo. 

86,000 Bblo. 
184,696 Bblo. 

212 ,4llo Bblo. 
35,333 Bblo. 

RUSSIA SP.I.Ili 

96,100 Bblo. 

!<lnUon Lubr lentlne; 011 ••• 
Ill Othar Lubrleatln& 011 

16,627 Bb1o. 
98,820 2 ,000 Bb1a. 37.416 Bblt. 

iuraet.eyl Lend. ••• 

'*•t•u• , aucb a a t .o­
:Ctue , lao-Hexane , or 
lso--PentMt 

l, 489 !'ouo 

} , 298 !'one 

6,082 'lono 

8,012 !ouo 

December 2, 1~. 
Ottleo of llorcball\ Ship Control, !'rtUUl')' Depar\Mnt. 

lol' ,..U rlcl froiD vbioh '1>1 eoeaorciel. ditUll&Uon t horo cu bo oopo.ratod. 
""' IbM 3 porcaut of aY1&t1on 110tor tuel, qd.rocarbon or b1droearboo. 
llxluro - Prtold.to.\ '• rocul&Uou of Jul7 26, 1~. 
4t1alloo O..aoUno. 
4o 4etl•ed. 1u tho Pr .. 14on\1o roc1llat1ou of Jul7 26, 1~. 
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Varr tn Lot Phroon 
Proddon' 

• 

lal'OH-llCPOR! li.Aiil OP VASBDO!OI 

VASlllJIOTOI 

129 J 

!be CrodU llarUniqucla, !'ort-dw'ronco, lltrUn1qua, 
aodo a pural ir.qni17 o! 'hb llank r epr41nc tho pooo.1bU H7 
or ob,a1n1~~& an •xd>azl&e c,rout to porDit tho purchaao 111 
th\o coWitey 0114 e:xportat1on to lltrtb1qu o! urpntly needed 
prollucta, 

In rooponae to our requaet tor port1nont 1ntorm.t1on 
tho Crod1t Mart1n1qu.a1o wrote to uo, under dote of lloYOabor 23, 
at per copy onclooed. 

It vill be IIPPrec1.,tod 1! tho Dopartnent vi.ll 1n41cato 
tho 111\turt of the co...,.nto , 1t 0117, vb1ch U will bo appropriate 
tor thh l!tonk to aoJte reprd1ne tho aocUont nt tho Credit 1 

• 

lot tor aar~od 1n aargin with rod pone1l. 

/ • / Yarrtn !At P1oraon 

!bo Honorable 

Honey llorpnthal>, Jr. 

loertt&17 ot tho !ro...r.r 

Pru14nt 
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rort-4o-J'ruce 

(l(.ortlnioue) 

Gentlemen, 

PAR AVION 

Export Import Bank of Washington 
11Rth1Mton 

Your letter dated Oct ober 26th hat been rece1Ted. 

1~0 

llo fully appr eci ate the ldc4Deu you han shown Ia ,.our 
re-1,- and ore oloased to furnhh 70u the 1nfofllt.t1on you require. 

lU~IO:'S COrb.IliO U!POR!S.- l!!portl of torelp cooda are prohibited 
Wileu 3 licenae Ia obte.1ned fro:~. the authorltlee . A eo!!.miadon has been 
&ooolnted to e~lne the aopll catlona aede b1 =erch&Dta. !be obJect 
oearched h to limit !Jin>orta. Preference e"O]>llcAtlona h given In tho fol­
lovl~~~: order: 

1 l'oodatutta 
2 Clothing 
3 SUo~lloa for induatry, fertilizer• and petroleum orodueto 

lcmort of luxury gooda h M'Oided. Automobilea, aundry 1tom1 etc. are 
autbor1r.cd tor norm8l neceaa1t1es. 

The • - halon vho oper .. tea in l!artiniaue alta weekly. 

::XC'.:A, .:;I lolCiUS!S.- An i aoort llcenae onti tlu tho benoflelery to obt ain 
uchc.o&e fro" an authorhed dealer I n !ore1p u cl>An6•· Exclwl6e h alto 
rll"l'Plled 111 tho Ex~o Control ~ard tor tranllng oxpenaee, Insurance 
~reel~. old 4ebta etc .. 

h chN>.<e 1a aupolitd to Uertlniqne b)' t he :French GoTeruont ..,.,. due to tho 
f•ot that ell trench 8 uota ere nov trozon In the United Str.teo, the aboYo 
re~etlont cannot work aatlofactorl l)' tor tranaaotlont In U S .l dollara . 
So tor, tho lieanaoa are T8li d whan tho '.!'rt aouror of the United Statea gin 
tho necoaaery lieonae• to traneter fundt !rom tho account a of the r rench 
Gonr=ent to the credit of the account of ]lanquo de l a ~!art1nique (Bank 
of ltsua) with tho French Ameri can Banking Corporation; Incidentally pr iYBte 
French Wett Indi an banks like oura would like to obtain a general license 
No . 14 cranted to b&nka In Netherland ~eot Indleo. 

'lo would "'"!'reolato :your opinion on thh aubJeet as we would 
lika to rocoiTo the aame treatment by tho United Stataa ao thio accor ded to 
our eoomotltoro. 

lop 
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... , ro. 2, Jo.,, 234, 1,-, _..., lllpor\ Jult td WMbiac'oa 

WMbi!c\oa 

ruDJ 111m ml 1llllUD 8!-UD,- .u J'1>U aro J"llab~ avi.N, 1a peace u .. , 
our ltloJ>d uod t o 1:q10rt all ito procl.uoh to Jrueo, ..aor~ \bq oaJop4 

0 t!.llo proh oUoa, thh ezplaiu *7 our procl.uoh to 11, 8, vore ,.u, 

btarcl111C our iaporh, l/5 of tho trpoaeUou ver1 aacl.o rlth 
tho 11, S, !!bo aa1n procl.ueh purcbaoocl. oo. 70ur ao.rll:ot eoo.d otecl. of: 

7lour 
hot 
Po \atOll 
Kacl: io.or'J 
JontoaoliUu CAd. uto80111lo parte 
frrll 
Iubor 
Shook ao4 StaYie 
JertUiloro 

Otbor procl.ueh VOrl t.portocl. fro• Lotio. Alulrlca ...a VOrl wei. 
1o cl.ollaro. Our purcbao11 were aa4o of 1 -

7oocl.otutf 
Cattle 
Petroleua procl.uoh etc, 

l!ov, vo oa11 h~ t.port tro• JriD.co ao.cl. llurope encl. vo .,., lUll 

co.r 07t1 t o JOur oouo.trJ, 

Vo attacb horerltb o etat ... o.t thoviAC: 

l loroal quoo.Ut7 iapor tod of roqv.ire4 .,ocl.e 
2 llhUu roquiro4 1o our op1o1oa 
J .f0ro:d.8ato Yalue of .,.41 

iSflllm OJ 0011 Dl'Oli!S,- ~ priocipal prc4o.ch of llart1oiqu "'"' .,..., 

bo 000 tou 0 
18 a1111oo.o 1itoro at 55 

Vo ~~- 1\ rlll be pouiblo to ooll aall q'O.OIIUU eo of 'buuoe 1o •ov 
York, proiUJiab~ 150 000 et- 1a tbo lot 71ar -' \M o:q10rt 1o '"" 01' 
tbroo JOVe ooul4 roach 20 000 toao, .u J'1>U oro probab~ aworo, \M fnit 
- llero doeo aot tit tbo .-n-•' tooto, loU 01 w .., orpaioo 
OVMlfto t o pro~ •Groo 111e1Lo1" thoro 11 IYirT Ukii1Jboo4 tbat vo v1ll 

be abll to , .......... td tbo ~- ...-. •• 

.. OOUIIIIIIUoa td .._ le VlrJ Uai\14 1a ~- 1\ 'llill W 

J'OIIi111o to eou b~ cno1e .,.. 1a ..u ..-utile, hHi~ llaiao .., w 
a_,.. ~tv ortta.7 'llhM. £1_...1.., M pntuef 1a W. I(U&Util .. 
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Production of other prodaoh UT be torecaeted. 

Genorol. - E:r;port of ell producta h proll1b1t&d unleu a opeciel licente 11 
autborilt~ by local authoritioo, 
ror tbt prount U••, and •• we haTe reiiUOiod our exporh to J'ranoe, we 
ouumt that prortd&d the Treaeuror of the United Statu acr••• to authorise 
tranoftro to tho oredi t of l!artinican Banko fro• tro10n au eta ovn&d b7 tho 
Jre•cb Oon..,.,.ent and beinc part pe.JJ~ent of our exporto, we ""'T not ne&d 
rou:r 111111t41ate cooperation. 

!he •oW>t required for nor.el no&do ohoul4 not emo&d $: ljO() 000 
per oontb. Yo uo no reaoon vh.7 tho fraawror of tho Uni t&d Stat eo cou14 
not crant a Uconoo tor tllie u ount vh.ioh 4ooo not ....,a&d tho ••n•- ra­
qniro:t•h ot Kartiniqu, It 1o obT1ouo that we will not r .. o:port artiolee 
btill7 ne&d&d hero: if tllio va• apprehond&d oan JOU h.alp ua in thh particular 
point. 

lt aa arrancoeant of tllio oort coul4 be raaoh&d, we will h&'fo •ore 
time to otu47 the dtuation of th e .laerioaa aarktt an4 to produce planh of 
.,. , .. 7 aolt in U. S. A. 

.A.eeurinc 7ou of our be1t cooperation. ve are 

llJ,. Sta h:ent anno=o&d abon 
will follow b7 or41nar7 8011. 

• 

OREDl! ~lHiqnAIS 

S/ t 
I.e llirootaur 

...... 
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TREASURY DEPARTMENT 

WASHINGTON 

December 2, 1940. 

Memorandum f or the SecretEiry: 

Subject : Notes on Vleet I ndies trip 

1 . In accordance with your orders Admira l ¥'aesche 
h~s been advised of your desire t o have an additional 
hcrbororatt ass i gned t o Sen Juan to altcrnste vnth the 
present hB boa t there, which is on 24- hour duty s t stus 
and can not take time ott tor necessary engine overbeul. 

2 . You asked to be remind ed t o check as to wey 
cus toms oper\<ted their ov:n boat in San Juan instead of 
turning this boa t over to the Co~st Guard , which woul d 
furni sh tr• nsporta tion for Customs offi cers 1n accordance 
with your orders of some time ego. 

) , The following informa tion was given to -;ou by 
Lieutenant Co:nmander Johnson, USN , P.t St. Thomas : 

The SS America on her f i rst trip into 
St . Thomes could not get the engines started 
on her t wo l a rge motor boat s . On her second 
t rip she had borr~~ed boAts ~nd could not get 
the eng i ne on one of t hese s t arted . On her 
t hi rd tri p into St . Thomas she could not get 
t he hoist to opera t e ror·one bont and ~~e 
thereby delayed 1n sailing. On the l ast tr i p 
the forward t all of a boat bei ng lowered be­
came unhooked end the crew 1111d boa t gear were 
dropped about fifty feet into the wa t er leev­
i ng the boat suspended by t he after fell . 

4 , I.n connection with the estt>bliebment of e. seapl ane 
base in St , Thomas, the followi ng informa tion wee obtained 
from local Navy and Yarine Corps Officers (see e tt e.ched 
cluort) : 1. The present plans oall for establ ishment 

of e. s eaplane base on part or the warine reser­
vation on Lindbergh Bay with a r amp at point "A"· 
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weaorandwa for the Secretary - 2- December 2, 1940. 

Lindbergh Bay, according to information re­
ceived , is not large enough tor seaplane 
operations. In taking orr planes would be 
torced to taxi out to the open water at 
point "C" which would be unfavorable due to 
rough water. 

2. Local officers recommend aoquiaition 
or lend east or and adjoining the present 
Submarine Base for establisbment or the Sea­
plene Base . The planes would then land and 
take q,rr 1D the abel tered area "D" of West 
Gregarie Channel . 

). The subject or underground hangers 
and reo111t1es tor the Werine lend- plene base 
wea br ought up by you end the local officers 
poi nted out that a s ite in tbe aide or the 
hill at "E" was very favorable rrom the view­
point of operations as well ea r easabi l ity or 
construction. 

W.tttJ1 
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UITIU UIIAIIY, 

WA.HIMCTON, O. C: . 

December 2nd , 1940 . 

Personal and Secret 

"Zr. ~> Hono trable 

Dear Mr . Secretary, 

I encloae herein tor your 

personal and secret i nforma t ion a copy 

ot the latest report rece i ved troc London 

on the military situa t ion. 

Believe me, 

Dear Mr. Secretary, 

Very sincerel y yours, 

henr:t .oorsenthau, Jr., 

Ur. lled St a tee Treasury, 

Washington, D. c . 
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'hlra- ""1"4 r... Lore- dr\rd 

ltoY-IIrr IOU., lMO, 

:136 

1. "JaftUa• liar rrrl'lrd la llarMIU', File EM 

\orped ... llllrl'\17 atwr tlre ....... •,Jrrltr1. 0 llrUI -

uc1 ~114er at nrUlla rllaard '" 4rr\1'07FI'O uUl 

...... wrr loa\ 1• ,... ...lr. 
1. 111&r1 .. rtw..ooa \1\rH riiFiq 'IIOidrrr ello\ dowa 

'117 tllla\rr .... dror pro, .. u .. "Jrnu r•. 

&, 8rftrF1 1\rltrn t\rr\1'0701'0 "-br~ed Carte .. 

•o.,.~abrr 111\ll, tl .. on tile rrrlnl ot Ulrer llr1Uall 

"-bero. 

•· Ollr "-'llere or lliOYoallrr 18\h rnrolrrd 1,/ A 

ftFFel a\ Aeer'll. I U MEl' .S.EMF whUia prebr'1117 0&11 ... 

daM&•• .,.1\irla aNl"r ~ .. tao\oJ7 Mer IIOpdlrll• 

wo....-.r 18\la, "arllloro'll1o ,_ .. rlld ttr.. ....... llrr 

A/ 0 '11-'•• allld arrr .s. .... a DIP r\aUor. •~rater\• A/C 

\orpr4 ... rll4 Mall r rblp of r'bcNt 1,000 \oar la • ..,., ~ 

Ylhlr114 .............. 18\la. • ..... .._. rt\arkrd '117 

raider 011 10..-11rr 111\la 1r 'lleUr'lrd ..u. 
0118 rooY07 two ._.. .... aUrr •••' rt •1..., 

hrelaM aM - lr tilE tt~Mrr .,prorober -..-.. IO'I.a'ller 

It \II rl ta.o.tt r.rtrrl .. ur ....... 
I. Co•JRD• ftNr roa'f07E \8\alU .. alM~--

rlatpr llan Fl'l'l., .. 1a .._ •kro aJIIII aa ou\ward-M..a 

ooan7 rt tor~-\wo rla1pe baa el"N4 101'\la- ... tan 

........... 
•• DIM· 
llar"7 8llld •••• .. tol enroll or Port r llld rrllwq r\aUoa rt 

-..la41r1, All N\1&1'1184 ratrl7• 

'f/ 
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T, Jll &M ot Jlonaber IIIUI/80\h, A \o'" .r 

6 0 airoraf'\ woN ooapawbe• \o auaok \be to11 .. 1 .. 

ob~oo\1YUJ 

Loell!r 

Oo1ope 

'&r••• 

Cbenlle1 Por\a 

8, 

.,., .. ,, 
~ohenaollon lr14aa 
Inland Por\ 

JCanl ab1ppr4a 

llwDber of 
Mnnts 

II Mti-
6 bUYJ 

IM41-

I M41-
6 MeYJ 

II M41-

\ o 101 minea and one \ o drop l oat1o\o ln PBr1o area. 

l'r~ll \lie lllo•o oport~Uona one M41- bolllber 1o ahi1D8• 

II, OtT n Air J!'orn 

Caa\1.111 Uoa a\ L1Yorpoo1 repor\e4 a 'beN\ 1&0 

k1llo4, Ml H r1oua11 allil UT oUcb\11 wo'&JI'ie4, 

10 , Detl1ab\ ot llona ber 111\bo 

"1-.- ao\1Y1\t ••• allp\1 o~nt'ined \o ,.._. 

11. J1p\ ot ............. 811\b/10\bo 

"1-.- ao\1Y1\1 WOO a .. lD boOYJ allll weo 4 1NO\o4 

oh1ofl1 ..-1no\ aou\horn London ouburb•• The oan\ro old 

•r\h wore •' aUaoko4o Abou\ &00 bo!Abera wore onpp4 

1M1u41na 110 oYer LOndon. In a441Uon, 86 airoron _..,._ 

101M lqi... OU' IOip\ tiP'-- ..Oo H oorlloa, ~boN 

woo YOI'J UUlo - jor 4-.. t..- boablll&o ol\bol&all a 

Hl'i~Na tiro oo-1'1'04 o\ oM a•• worko alld \broo auarbaa 

a\a\lone on \be Sou\ llarn Ral1wot waN H\ on tlroo 

lllo .Ureron oon.al\ l oa la \be aboYa oporoUou. 

a-/ 
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hhl •• 

1 138 

0V lot"'• • 111NNH wl\al •• pllet •h• 0. 

Moo~Mr .tael ... 
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I~ITIIM liiUI SY, 

WAIHI MCTOM , D.C . 

PERSONAL AND 
SECRET . 

Dear !.\r . Secret ary, 

2nd December , 1940 . 

I enclose her ein tor your 

personal aad secret 1aformation a copy 

ot tbe latest report received from 

London on the military situation . 

EeUeve me, 

Dear Mr . Secretary, 

Very sincerely yours , 

'!'!:e l.onourable 

henry ~orgeathau , Jr., 

United States Treasury, 

Vlaohington, D. C. 

Regraded Uclassified



TeleSJ'*I'I t"ra:ra L~ndOII dated rtQtb !IO\-bel', 

1Q<60. 

1. ~· 

Oeatroyer patrola enoounte r eu Oercan 

cleatroyera ott Ia nda ' o4 oorl:y t1 ! e .. or n!ng . 

1<1.0 

At t or 

c ahor t e Qge£emont t ho one~ ret ired on Lr oat followed 

ay our eh!pe. ~ .• )' . ! . JaveU n hit by two torpadoea 

~ut ! loettnr on •~•n keel . 

bo l t o\·ed 4...,..ar-od . 

:. • I urt t.A>r r ororta • 

.. a~al action 1n 11aeter n ll.edtterrliaoan. 

3 , Atrezatt r e por t or 1t1cal d•~• • to onemr oh1pe 

b, r un tiro . one e ru l eer, r r obably o1ght t ach aevorelr 

do~ee4 , atopr ed and on rtre . Ono ooa t royer stopped 

uoYD b:y at ~rn a nd l i at t ng oonaic!orabl :y. One claatro:yer 

stopped wtth a al1! ht 11at. ur r.a ~e l atrera!t e la1a 

one hit on Littorto o laaa ~ttleah1p , one alcoat oar-

t a !nl:y an ~-inch oru l aer. 1he1e r oaul t a by torpedo 

')ur dhe bo!l>bore obtal~d two ter:y n.ar 

n1•••• on a!x 1noh crulacre. ~e l est two alrcr art. 

I , •· . r .. llaro!ok twioo h!t, one TUrret out of acUon, one 

ot ! loer, aevon ra t t nc • k ~llod , nino ra ~tn. a wounded • 

• hl p In ! ull aerv l oe . TWo enem:y alr.!ro.!'t llhot down. 

c. Ene~ laaL r eported b:y our atrc:raf t atc-! a~:; 

north of t eaat coat or Sardl nla . 

6 . A total ot b2 etroratt 

wer e deape t ehod to attac~ t ho !ollow! nf obJoc tl\ee • 

/ t ooal1 t:y 
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lla!IDMI.a. 

StoUlD· 

Chaoael pona. 

... 
,... •.. 

o ... ~. •-=1-
.. u- aD4 MW~l ... . .••.. 
BaM ,.,., .... 

~ \U'p\e. 

011 ........ . 

1.41 

. ..... ., 
•&nnt•, 

86 MaWJ. 

a bM97• 

6 •41-. 

14 .. ,u • . 
6 bMYJ. 

e . !lel1oW<1 that lltetUo attaok, where -thar 

oondlUoao obt1 Ue4 ot pod obeeruuoa, "1'7 w o .... -

ful. Several rs.r.o aD4 lU'c• u ploaloae. 

7. I o addJUoo folll' alronn o~Moe .. rllll J lolt 
• 

o. 
lo tha oM, on•• Mfo ooc1 ooe on abed, orew balo4 "' 

PI'0-4 eaJ"o. 

G. Oe[!!9 All fwot . 

X14!b' of 117UVIIS\b. cuualUoo Hpoi'Mel 

l.oD4oa .,..., 1li 11111M, U 1aJIII'o4. ~ll'eo otarto4 

lo two ell taAko at .... 1 t'IM l 4opot at llpout h -" 

otlll burol ng at 7.60 ••• • \hle aorotoc. 

10. 

a llollt ~o "-~!oro a cc1 60 a loe l ayora bo l ns •ne,aa•4 IID4 

01poolal17 4lfteto4 oplut taoouhli'O. 

11. Alftntt oo.-l U oo ln abow oporaU0118 (~ 

tr.at l 

!')!IIIIL.!lntz_dlz!!ll - 87 0111' Flcbtero 

6 
2 • II 
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t)ur 1oue11 B t18btere, w1 t h one p 1lot aal e, 

Two bomber• ml a elng , 

12 • .!!!.ll!. 

:14.2 

OUrl n£ t ho nleht o! 27~2Uth, and day ot 

t.ovembar 28th , eno~ elrorelt a:ade eo,en loellecthe 

at t ack• a~a1n5t el t a i cclud l nc one upon an 1nooc1n& 

Three 1 tall&n tlt)ltere were • l.ot down and 

one bo::~bor probably daatro7ed wlthou t l o ... 

~. Greece. 

~111tary - ho f urther r epor ta . 

U , llovembor 27th , our l 1tht er a ahot d own ooa 

1 tAli a n l i ght e r a nd pr o'babl7 clu troyed anot her O\'er 

Yannlna • 
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IRITII M lMIUI Y, 

WAIMIRCTOR, D. C. 

PERSONAL AliD 
SECRET . 

Dear Mr . Secretary , 

2nd December, 1940. 

I enclose herein for your 

personal and secret information a copy 

ot the l a test report received from 

London on the military situation . 

Believe me, 

Dear ur. Secr etary, 

Very sincerely yours, 

The Honours ble 

Henry l!orgenthau, Jr., 

United States Treasury , 

Washington, D. c. 
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r alasrea troa LGD4oa 4a'a4 1•• 
o.-~~e .. , lD,o . 

:14.4 

Ula Majaat7 1 a Sblp "Ol l lolo• IIOOl'tln& 

convO)' eoo mu.. ott DlaokaD4 lle7 ne o .... a laM4 liJ 
booaba troa all'cn.r' • •• • -r.o aoaualtlaa. Ble 

'aJ .. '7'• cornf17 ablp "&16'>8'-7" .. oortlos OODVf17 •• 

torpedoed north ftat approaobea aor17 oo tha lat. 

!.ha 11 pJ'OCHdl D8 to tbe IJDltad !lD[CIGI• 

2. Crul .. r on trlal l n tha Cbaonel p. a . / :IOth. 

attaokad b7 2 ana~ a lrora! ,. 

d own 1 no daaoga Ol' ca eualtlae to or ulaat'. 

:1. r orca ot 100tor torpa<So boat a carr lad out ""PI 
otr IJa l g lao aod Dut ch couta olgbt ot November :IO,'tl.a .. ber 

let a t 0100/ 1 Garman oa ntoa OG9a tooa raportad bela& 

torpadoaO ot GcbalOt. 

boat :10 a llaa aouth waat or l loaao liMO na aUool<e4 

b7 - all'on.tt .u.l ha4 2 analoaa - t • O whao laat 

eaeo. 

'· hi.Vl' ot lio-ber liO, lVDao•bar lat. 

1.-o oparat lona oanlad out ow1na to a Ovel'H 

waetber. 

a. CJ!rea Al.Jo Foru. 

Dlpll!&ll!!!• 

napartaO rapall'a Pl'OSJ'I•• Lac aatlataa\ .. 117 

•lth l~v ... at i o publlo utlllt7 aa7Vl .. a . Saat at 

.. ntna ·~ a1 .. n4. 

1. Lha!p!!l . 

lU boollea bave 

~ pvbllo abalta r at 
" t al' baao -~ no- a , 

,,, ·r1• ·' ?·c· # 

Llvarpoal ehleb, ,...i ... a 

l u...• 
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dlreot blt OD the Dl ib* of lo•~r RB\b(iG\b, 

7 . Mle:h& or llo waber IIGU!/30tb. 

Total caaualUu repol"tod 1n Lo:n40o ana 

Bll lc11le4 308 wow:adod , 

B. l!o.-.. ber 30 th. 

14.5 

f our awoepa b7 enamJ t i ghter• ao~e oarr71ng 

~be took plaoe over XontJ 1n one lna t ance a taw 

penetrat ed to central London where a1nor bollbl R£ 

occurred l n Wa ata1nator and Ct.laea dlatrlc ta . !nother 

c !nor aH aolc wa a cade o~•r ao~atb weat ll.nglaed. e­

ah 1ppln& and coaata l roconna la .. noaa • •ra tlown and 

oonolderabla aoUvl\7 ••• rapor h d ln Do .. r otrelh 

and Cbennol. 

G. ftl!}>t or llov•ber 3 0t i1/Deoaaber lot. 

E~ oparat l ona wore a l aoat ont1ral7 oont lned 

to a b• • VJ a ttack on • Oiltl..,pton 07 a bollt 120 baabero. 

About a doaon Mobl naa ware oleo l a71n& minoa . t he 

whol e oountrr we • c lear nt anea;J a lroratt b7 Mr}J 

morn: ng:. 

10. Tho a t t ock ~pon 5olltham~ton otart ed a t 6 , 16 p.m. 

w1 t b 1noe nc11arJ boebe t oll.,.ect b7 h l &h u ploolw aod 

~ lroo ooon otartod and beoa.e 

aarloue o.nd eJ<tanol<ra 1n t ho contra. 1'\&bllo ut lll\7 

MrVl OOO .. re IOrlOilllJ lnt or ruptad and sre•o dlffl• 

olllu .. 1n t lre t18bU,. .. " M uH d b7 t • pcwuoJ •tv 

at aeUNo flroa ot wrrl~ lll\eoaUJ .. re _ _. a\ 

PU.US oebla worlla, the 01'4DaDM OU'ftl ottlM0 a nnal 

•'-• the JIOI"r etaU•, two hoepltall, tM lwi:MU 
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No. 259 SITUATION REPORT 

II.I.D., W.D. 
December 2, 1940. 
l2 :00 II. 

1117 

This military situation report 1o issued by tiM llilltlr)' 
Intelligence Division, Ot!neral Sta!t. In viar or the occasional 
inclusion ot political intomation and or opinion it io elasoitiod 
aa Restricted. 

I. IT estern Theater of War. 

1. Air Foree Operations. 

Dqlight operations by the Gemans on tlovombsr ):) and 

December l were relati vel,y light and were confined to southeastern 
England, On the nights of the ):lth-lst and 1st-2nd South&n~Pton waa 
heavil,y attacked . Tho da:oap intlieted oe1111s to have included in­
terNjltion or tho rail lines to London. 

The R.A . F. did not oper ate offensively on the night of 
November 30-Decenbsr 1, because of bad weather, Laat nisht Lorient, 
Brest and ililhel.m3heven were attacked. 

II. Greek Theater of liar . 

The Greek High C""""""' annow>cod the capture or Posradee 
on tlovember )0, 1940· The Italians rellue to admit ita loss. The 

Greek o!renaive effort is oontinuinS, 1'1hieh would se0111 to indicate 
that no limited objectives have been established. Air activity was 
on a minor seale. 

III. llediterranean and African Theaters or Uar, 

Fighting around Gallabat has been renewed. The Italiano 
report a success at Ire¢, Kenya, west of Lake Rudolf. No impor­

tant air activity reported. 

!!EST!!ICTAI! 
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TO 

TREASURY DEPARTMENT 

INTEft.OF'FICII: COMMUNICATION 

Beoreta~entbau 

Mr. K~' 

1.48 

DATW Deoeaber 2, 194o 

Em2loyment under the Work Projeota Adain1etrat1on 1ncreaeed 
to l,S06,000 pereona tor the week ended November 20, 194o, a 
r 1ae or 21,000 over the previous week '& figure. 

Attaol\:2enta 
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WORK PROJECTS ADKINISTRATION 
Number ot Workers Employed - WeeklY 

United States 

\leek end1ng 
19~ 

)lay 1 
May S 
Kay 15 
May 22 
May 29 

June 5
12 June 

June 19 
June 26 

July 3 
July 10 
July 17 
July 24 
July }1 

August 7 
August 1~ 
Auguat 21 
Auguat 21! 

September ~ 
Sept ember 11 
September 11! 
Sept eillber 25 

October 2 
Oct ober 9 
October 16 
October 23 
Oct ober 30 

Non11ber 6 
Nove11ber 13 
November 20 

Source: Work Prcjeota Ada1n1etrat1on 

• 

Number ot Workers 
(In thousands) 

2,059 
2,009 
1,970 
1,945 
1,926 

1 ,851! 
1,785 
1,714 
1,665 

1,601! 
1 ,620 
1,659 
1,690 
1,701 

1 ,709 
1 '701! 
1,691! 
1,691 

1,690 
1,~7 
1,~9 
1,7o4 

1,7~7 
1,762 
1,7~ 
1,776 
1, 779 

1,71!3 
1,71!5 
1,1!06 
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193S 
January 
February 
!·larch 
Apr11 
May 
June 
JulJ 
Auguat 
8epte11ber 
October 
llovember 
Oece:aber 

1939 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
Nove11ber 
Dece11ber 

191!o 
Januar:r 
February 
March 
A!)ril 
May 
June 
July 
Auguet 
Septellber 
October 

VORX PROJECTS ADKINIBTRATIOK 
Number ot Vorkera Esp1oyed - Monthly 

United Btatee 

149 

Nuzber ot Vorkera 
(In thousands) 

1 ,901 
2,075 
2,1l-45 
2, 51!.2 
2,671!. 
2,1!.07 
},053 
},171 
},221!. 
},}46 
},21!.7 
3.~ 

2,91!.6 
},04} 
2,91!.0 
2,751 
2,600 
2,551 
2,200 
1 ,1!.42 
1,790 
1,902 
2,024 
2,152 

2,266 
2,}24 
2, 2U 
2j092 
1,926 
1,665 
1,701 
1,691 
1, 704 
1,779 

Source: Vork ProJects Adm1n1strat1on 

Monthly t 1gurea are weekl:r t1~ea tor the 1ateet 
veek ot t he month. 

They 1nc1u4e oert1t1ed and nonoert1t1ed workere. 
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151 
TREASURY DEPARTMENT 

INTER OFI"'CI: COMMUNICATION 

DATK Decoaber 2, 19110, 

tO Soc rotary llorcont hen CON Fl D ENTi f:\:..... 
,,.0,. xr. Cochran 

Re&iotorod otorlins tranoactiono of t ho roportioc b&Dko voro ao follovo: 

Sold to commerci al concern• ~83,000 
Purchated froa eommerolal coneernt • 9,000 

fbo Federal Rooorro B~ or Bov York oold ~.000 In recioterod aterliAC to 
• no~roportioc ~~~. 

Opto carket otorlinc wao ouoted at ~.03-3/4 until lAta in tho day. It cloaed 
" ~.0}-1/2. 'l'ranoactlono o! tho r eport1nc 'bub voro ao foll"'"'l 

Sold to c.omaercla.l COACITD.I ....(),.. 
Purebattd troll C·OIIl1lercial CODCtr DI 1.1, 000 

Clotloa quot~t1ona for the other eurrtncltt war• AI tollo~t 

Canadian dollar 
Sw'laa franc 
Swdioh krou 
lloicho...,.k 
Lira 
Arcantlno pooo (free) 
Brasllian ailrolo (free) 
Mexican peoo 
Cuban pno 

13~ dlocount 
. 2321 
. 2385 
.110o5 
, 05()5 
. 2355 
.0505 
,2070 
S-9/1~ diocount 

k corU "« to e.uotatlono recoind dall7 froa SbaACbai I>J lev York b&:lko, tbe 
St&ocJ>a1 tv.an d1opl11Jod ooao voabooo 1n torao of tho ti.S. dollar durinc tho aonth 
of ~onabor. JToa 6-1/8¢ on llon11:bor 1, it aond off qadna\17 to clooo at 
'>-25/321 on Xo•oal>or JO. A e.uotatioJ> of 5-l J/16' vat rocthod troa Sh•ncl>al thh 
eorulng. 

Ve told $10,000,000 in cold to tho Ja.a Bank, to bo added to ito earaarkod 
account . 

'btrt wert no new gold engsgtaenta reported to ua tod&7• 

, 
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ro col4 or oU•er prlcoo vero reeo1Te4 trca Boa'MT b7 \II. • ., Tori< 'ballka. 

lo Loo4oo, a prleo of 22-13/164 vu flud. for both opo\ DD<l tor_..4 ollTer, 
lovtr lD oaah oaoo . 'ft.. 4ollar oC(IllTDlont of th1o pr loo 1o ~1.1121. 

BAA41 ao4 l!al'UA'o oottloment prleo tor forelp ollnr wo W>Ohuce4 at 
J""-JN• T~ 'lroaourr'• purchaoe prloo for forolp ollnr vu aloo W>Ob.o.J>ct4 at 

J51· 
Wo 11&40 olC)It purohaooo of ollnr totallac 7!5,000 OUAOII Wlolor tho Sll••r 

l'utcll.Ut .A.ct, Of \ bl • uount, 200,000 OW\OII repreetnte4 a aalt froa 1n•entor'J', 
pi tho roaalnlDC 555,000 OWlCtl eonalote4 of ,.., pro4uotlon trca torolp eoW>trloo, 

tor to"""" 4olhtf7• 

Yo aloo porohaoo4 200,000 OWlCII of ollnr frca the Baok of Caaa4a un4or 

""' roC'I].ar ... thl7 acr••-t· 

C 0 N F I DENT 1 r . 

' , 
• Regraded Uclassified



H.'' .Jr: 

J•r. Hull ' o 
Seoretnry: 

Cordell 
!lull: 

ll: 

t! ... . Jr: 

H: 

P. : 

H." .Jr: 

H: 

H: 

Hello. 

Deoeober 2, 19llo 
9:11o n • .,. 

He's oom1ng right on, sir. (P9use). 

Hello, Henry. 

Cordell, good morning. 

How are yout 

I ' o all right. Two t hings . 

Yellh. 

At 3 :00 o ' clock tomorrow l!r . 8t1oson, Knox, 
Knudsen and J ones are cooing to my office to 
discuss t his whole question of Where do we go 
from here with the British on t heir ~urchasing. 
They went to nlaoe a nother G2 billion order. 

Yeah. 

And it i s so i mnortan t th~t I ' d like somebody 
Whom you have confidence in to sit in so that 
t hey can tell you about it. 

That ' s at ):00 o 'clock tomorrow. 

Yea. 
All right, I'll stir up eo~ebody. 

Vell , sonebody - could you maybe tel l me who 
1t would be later? 

Yea. 

153 

And, Cordell, I wonder if you oouldn' t work out 
some way - tor instance, on t his Obineee t hing, 
I had Soong at the house last night trying to 
get oonfea s1ona from him before I went up there. 

Yea, 
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1.1 .'' .Jr: 

F. : 

H: 

~1 ." .Jr: 

.,. 

'{ . ' ~ . Jr : 

H: 

!-! . ~ · .Jr: 

F. : 

H.''.Jr: 

H: 

H.'· .Jr : 

154. 

- 2-

And he wou1d talk about o. cable troo Ambassador 
Johnson - had I seen t hat - no. Well, had I 
seen about what t he Chinese Ambassador in Berlin 
had been told by Ribbcntrop? No, I hadn't seen 
that. When I ' m in a thing like this - sometimes 
i gnorance 1s bli se, but I would aonreoiate it 
1! some way was worked out that where I 've got 
to deo1de on lending $50 Million -where I could 
have t he background . 

Yes. 

Don't you tl11nk tha t would be !air to me? 

Oh, yes, or course. Anything at all t hat 

I mean , I' c Just going to be part icularly 
i nterested to hear what 10u1 ve got to say 
because it'll all be news to me • 

Yes. ~lell, now, you want - I will expect to 
give t he general pointe t o show t he underlying 
condit ions and so on and you'll deal wit h the 
technical aide. 

That's r ight. But I Meant 1n t he tuture if I 
cottld have soMeone "'or k1ng tli th me - >there I 
~et the heat put on me like t his • ••.•• 

Ot course t hat ought to all be done . 

••.•• tmether 1t ' e the Arpoentine - I mean, t here 
is baolt=ound tha t TCU have through your dlplo­
~atic offices and I ao completely in t he dark. 

Uow your i dea , or course, t his oorning would be 
tor you to make your etate~ent and then I ' d 
oome along and answer any queations about the 
general conditions ••••• 

~lell, I t hought the ot her way around, if you 
wou1d g1 ve them t he l)ioture !rom the standpoint 
ot foreign poli cy. 

l'lell , I'll be glad to do t hat t he best I can. 

And t hen vben the question ae to - any teohnioal 
questions - I ' ll take all responsibi lity on the 
Stabili~ation Fund. 

' 
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!!: 

R: 

;1.'' .Jr: 

s: 
X." .Jr: 

' 

- 3 -

All right, Henry. I ' ll got MY papero toge t her 
right no~< >rit h a vi ew t o 1t . 

But HOuld you t ell somobody oo~eho~t t hat 1n 
the fUture t hat •mere 1fe 1re ln t omething like 
t his that I could get 1t and donit have t o get 
i t second-hand? 

or oour ae. 

Right . 

Yeah. 

Thank you. 
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Deoembor 2, l94o 
12 : ~ P ·"' · v r ~ I 

q ," , J r : Hello. 
I·~ ' 

J~ 

"r. Johnson : Yes , s ir. 

H." .J J• : Hr . Johnson, would you g1 ve Senator Bar kley a 
message for me - th1R 1s Henry !~orgenthau, Jr. 

J: 

p; •.Jr: 

J : 

~:' .Jr: 

Al l r1ght, s1r. I ' ll be glad to. 

Just tell h1m tha t I appr eo1ate very muoh the 
support he gaTe me t oday 1n t he Committee. 

All r1gbt, s1r. 

And I wanted to oall h1m up and tell him how 
I appreciated 1t. 

156 

.... 

\ (., cw-l 

J: 

J: 

All r1ght. I' ll oerta1nly be glad to tell h1m. 

And tell him I hope t o e ee hi m when he gets bao~ . 

All right, sir. 

H., •• Jr: Thank you. 

J : Good-bye. 
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B.li.Jr: 

Operator : 

H.M.Jr t 

11: 

B. II .Jr : 

11: 

B.li.J r : 

11: 

R.li. Jr: 

V: 

B.M.Jr: 

11 : 

B.ll.Jr: 

11• 

B.li.Jr: 

11: 

B.II.Jr: 

11: 

B.ll.Jr: 

11: 

l.ll.Jr: 
I I 

1.57 

Hello, 

Bena,or Vacner. 

Deo .. MP 2, 19-'10 
a. :oo P·•· 

Bello. Bob, JOU were ewell. 

Well, I Ju•' .. n,ed 'o f1n4 out Wbe~er eYePJ­
\hln& ... ea'1efaotor,. 

Ob, wonderful, an4 I \hOUCh' - Cordell Jue\ 
toolt &1 brea~ &W&J. 

Yea , 1ee. 

He wen' rlib\ 4DWD 'he l1ne. 

Yeah. 

llo, I ~uib' ~e 'h1D& went M&ut1full1 an4 
I.' • ner eo nob obl1Ced to JOU. 

Well all rtch'· I Juet wan,e4 t o aalte eure 
abou' \he,. 
~e J OU 100' eure nowt 

Yea, I aa. 

o. ' · 
teab, I aa t oo. 

• ..,or ~ee eo-an4-eoe - fat\ or &D1 of ~ 
.a...,, well •• . •• 

Ob, no. 

!be1 oan'' 8&1 &DJ~DI· 

Jo. u ... ~e w111 ~. co • • 

~'· . 
teab. AU l'lP'· 
... 10 _. o\IU.p4. 

AU l'lP'· 8oo6-"fe· 

• 
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H.M.Jr; 

Operator: 

H.M.Jr: 

&lvard 
Heller : 

H.M.Jr : 

R: 

H. H.Jr: 

H: 

H.H.Jr : 

H: 

H.M.Jr : 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

B.M.Jr: 

0 • • • • .. • .. • • . - ...... . 

-Hello. 

Mr. Heller. 

Hello. 

Hello, Hen17. 

Hello , Edward. 

Hov are JOU, air? 

Oh, I 1 11 tine. 

Deceaber 2, l94o 
5:19 p ••• 

I want to apologize to JOU tbat I waa such 
a •erJ bad political prognoaticator. 

Oh, tbat'e all right - you and a lot ot other 
people. 

I didn't know tbat Oalitornia vas going to be 
ao good. 

Well, Calitornia, here I co11e. 

158 

(Laughe). Henr,, t h ia ia wbJ I 1 11 calling JOU, 
J '~ phoning JOU with a requeet tbat ., triend, 
Bill Malone, wbo 1a our Deaooratio Btete 
Cba1raan - Bill bad aoae con•eraation w1tb the 
Gianninfa betore the eleoUon and tbe7 wer41 
extre~~elJ belptul to ue Juet betore the el&ot1on. 

Yeah. 

Bill waa led to belie•• bJ Jeaae Jonea that 
aoaeth1ng lligbt be done t or thn and I'• 
pbon1ng JOU at hie requeat to tell JOU that. 

Vondel"tul . 

Well .. . ... 

(Laugba). You'•• done JOUr BOJ 8oout deed. 
Mow, go bo .. and baYe a n1oe 4r1nk and tell 
JOur wite tb&t JOU 1Ye done a BoJ Scout deed. 
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81 

H, JI,JI' I 

H.li.JI' I 

81 

R, IC, J I' I 

8: 

R.li .JI' I 

81 

• 

- 2-

I 1Ye done _, loJ looat 4ee4. 

teah. 

All 1'1S)lt. 

(L&ulb•l· Hope 'o ••• J OV •oon. 

0. I. 

(L&up•l. All r11bt. 

fballk JOG. 

Ooo4-bJ•· 

loo4-bJ•· 

• 

159 
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.......... -­........ fOM, O.O. 

COUNCIL OF NATIONAL DEFlNSE 
COCIIIDUIA'IOII 01 CX?P RCW. AND CUI.'IIHIAL 1111ATIOIIS 

KIIIUH THE AIIPIIQM IIIPUa.ic;S 

Oeoe•ber 2, 1940 

J4Eli)JWU.JUl& FOR: the Honorable Hont')' .Yorsenthau~ Jr. 

FROM• Nelaon A. Hocketollor 

Tou will find , herewith , for you.r 

eon!idential Lnform&tion a copy of our 

weekly d1&eat or tho current &ot1vit1ee 

or tho v&rio~a department• and atono1ea 

handling matter• on 1nter-Amerioan ooncorn. 

Att&cluoent 
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COUNCIL OF NATIONAL DEfENSE 

COORDINATllll 01 COMMIRCW.. AND CUlTURAL IIILATIOIIS 

IETWIIII THl AMDUCIJt R1PU1UCS 

1iiDL Y PRDORIS8 REPORT 

ON ACTIVlTIBS II I!ZLATION TO TH& OT!Ulll AII£RICAN R&PUBLICS 

COIIIIERCIAL 

RAw llateri&lo 

Beet• Ar&ontino Aabuoador 1\ao aokecl auiatanco of Coord. office In 

---olorifying rogulations oonoorning tho plaoin& of ordoro by A~ 

and No")' tor Arsantino cornecl boor , Tile ottico 1a taking up pro­

blem, 'IIIIich ooncerno interpretation ot 1933 law, with intereotecl 

depa.rtMnta, 

Cortoe• Tile agro•ent waa a1p~od Tlluraday by U. S. and tho 14 ootteo­

---pi='Od:uoin' ooWltriea. 

~~ Preaident reoeiYed intor.aation Prid~ eonotrninc propoaal 

~t hio tundo aboorb 21; of oxoise tax, 

Cork• Reprountati ... of nein· Ssb 1nd1catea to Coord . tl\at troa 

~.ooo to 20,000 tone are aYailable annually in Braail. Fluctua· 

tion in thio firoro io duo to lack of rall._, taoilltloo. It io 

atatod that tho Bra ailian goYorDment would &i•o priority to cork 

purchaood tor U.S. defonoo purpoooa. Thio office 1\ao received 

, .. plee ot raw and p~oceeaed oort which will ~ exa.ined by Bureau 

ct Standar<la. 

Cotton Lintei'H Final report of Or. Woidloin (Dotonoo) indlcatoo t~at 

1011e 95,006' balu of Brulllan llntoro will be purohaaod during 

yoor ondin& July 31 , 1941. 

Hldoo, Brand (Dtfonoo) feolo thot increaood importo from Argentina , 

---rruu, and Ur~ will probably continuo., ,.Leather and Rubber 

(coao.,.o) hu ca.pilod atatiotlco on hido and okin oxporta fro. 

L.A. countr ioa to~ t~Yor,rear period , 

lnduotrial Diuoonod&J f'woohaao ot L,A. induotrlol dlaaonda ••Ito do­

olalon or Proodf ... nt resar41D' aelootlon or ~xp•rta to pate on 
atonu. 

Alloa (Det~noo) ..d Wright (llinoo) ~>aa•blin' data on .. -' 

....,,.._icou L.A, dcpoaito, .. llo tho 1I1Du Geraoa (Braall) and 

Chilean dopool~a appear t ... lblo abo1oot1 Cuba'a low- grade dopoalta , 
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.... 

1\l(< 2 
~c~.:bcr 2, 1940 

which .ou\d require ~xtcnslve d'volop~ont , ae.a • leas favorable 
solcotlon . 

t.o.n\1& H&:.OZ.: Uni tud Fr uit r oprescntuti vo c.alca State , A(:r icul tur \), 
t4funs~ . ond Coo rd . for 10-ycnr gunrantoc •tainat 1011 fron in­
or~atin& Pnnnmo ncren~c . This office haa Atr~cd to pvr suu ~.ttor 
~loh d ... pcnCs to a l v.rg.., t' xtont on whcth-tr tho lhLvy \'til l r vcotmtcnd 
n guunnt~o plnn . s~ntim(.nt of t h' n.bovu r;~(;nt ionc..d t;r oups nnd the 
prufcr~..nct of the.. Nnvy for ahor t contrncte 1nd1cntd th~t more than 
4 $-y~nr ~uAr~tc..u wou ld be unl i ke ly . 

:Htrfl.t~ooa : ke.com t:.ndrt ion by Dof •Jnse fo r purohcee of 300, 000 tons con· 
ciudo,;a Chlh.an nit.r~to tlOtt .... r u.ntil construction of n'w po";d..:r plo..nts 

on w..~at co~\lt .. 

lubb~r: Spot ch~ck or wi l d rubber b~in& cnrrlod out by Stat~ •• •• Laa­
~r rnd Rubb~r {Comrnerce) h~s r~portud t o l~t.ri~ls {Def~ns~) on 

rc· -. x;>orta or crudE rubb~r to L • .\ . cou:nori""a to n.ld Ccf4.o!l&C ir:. 
for.ouletin' policy r-&~roint lic.na1r.& of expor ts . 

Other ~t.,rir h: 
Cou.l: C .. tc:.l~ :-..nd l!lnt;r ttls (Corz•.;~rce) h~• prcpnr ..,d ona lysis of 

U.l:-xport.a of oot.l t o S. ;\.. fro:n 191.; to 1938 for 1.!1\r ltimo Com-
rn1u1cn . 

Cocco. t Inh. a~o~t i n l nt.cr- .\r.'l . :.b r itimc. Conf\ r~ncc.. h d~lo.ying 
prQit:ia on coco~ ~~rGcmcnt . 

Cotton 1 1'4.-X.til v ( Comm~,.rec) h9.8 f u t nish\.d De;funeo vti th tnform:..-
t.10ii'Oii""'avo.i l '\b111ty of S,;a. I.slo.nd botton i n tho \'u;ot lndi"'s . 

Do.1ry Produeto: .:~~tin~ of Dniry lndustrh:o Supply Assn . Cotr.­
m1tt ... ~ on p ... n .. :.m. r o l'!l;tions hn5 bo~n roctponcd urlt1l Fr1 dny , Dc.e . 6 . 

i:u~ont1Gl Oils : R ... r ros cnt tttivoJ of the Toll\lt Ooocs / .. u;n . , lnc. 
or N .. w Yor k i:\f or ms ;\yie\.lltu.re tho.t l'h.C\14SC.ry auppli(ll of pr oducts 
us"'<! in th.l1r lr-dustr y , no:-m.lly cominl) trolft South\.lr n Fr ance , ht\ve 
b~'n C\.lt off, end L~oy er~ looklnt to thil h~laph•r~ for thoi r 
pr~d\lctlo:'l . ;.bout 17C, OCO poopl .... or-.. f\nl\ut\11)' t;:tpl oyo.:t in produe -
in; ~h .. a· n~oduets . Phnr~e<;~tlc~l ~~d L~dlcinr.l P:-oducta: Ch~aical (Co~~rec} has 
~r~p~rud detr il, d eocpil~tion of o~~~~ uxoortl ~ L. h. 

Vc~ll ln~ S1ncd ~~:-~ is ~ bottlnn~ck tn obtol~ln& sc~d piGec& 
tor . xpnna ion Of industry ir. ?u~T~O ~leo , rnd ~.xiCO h ns plae~d ~ 
~obn rto on ahl~~ln& such pi~c~s , ? . R. ~p~rl~nt St~tion is s~Gk­
tnc tl .t n l n G\.l~culo\.1?~ · Tht..~{ hop<; to obt'\1n ,uffichnt c uttings 
to pr.:.euct- nt h!'\st 60 tons or b6f\r'IG 3 Y'"r ' from noT: , •:hich Tooul d 
to J"'c r <:r.e i ng ?uvrto Rico ' s shr.r Q of U. S. oonaumptlon t o nbout 20;!. 

t oonomlc n .... vulOOt"'.(;.Y\t by CC~untr-lc:s 

Ar p(lnlinc:.' Rcco~M\vndation of Int ... r d l.lP · Cr o\tp v:ith r G&n r d t o r equests 
by J.r,~nt.inv t..hsl.on h o.s boen aubmi t.t\!d to s .. c r a t !l.ry );orgonthn.u 
tor conaid~r~tion • 

• 
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fA&C 3 
Occ"'bor 2, 1940 

Chile : The proapw-et1v£ ~5,000,000 loon to t.ho Contrnl Bank ot Chilo 
---rudd the ;s,OOO,OOO ot exchQngc ~xp•ct~d from tho propo•~d pYrchssc 

ot a 300,000 ton atockpile of nitrot •• ohould siva Chilo obout 
.10,000 ,000 in ~xehnnge . (The rccunt Fomonto cr wdits ~r : 12,000,000 
will bu uood in pnrt for eddltionnl purohn• "• from U. S. ) It 11 

tolt t hnt tho possibl e copper pur chna<o would moot nny oddi tionnl 
no~de of Chllo • ••• Wr. Sohnak6, Miniator ot Fomvnto , r otYrna to 
Ch 11 o tod('y • 

cubn1 Subato.ntinl c.greom~nt has been T\ot'Chcd i n tho Cubo.n nog,ot ic.tions 
~nd on ~nnounc~ont MaY be oxpuct~d ahortly . 

P~r~tuoy: St ,tc has r .cci~~d m~o on propoa ~d P~rQeuo.yan projects . 

Vunc.zuo\c. : .i\t r cquost of Vcnt: z.UCi lc.n Govor nmont, Asrlculturo will send 
u oup or aoil CX?t..rts her.dcd by Chi..:f o r Soil Conaorn.tton Sur veys 
to v~no&ucl4 to 4dvis~ on 5011 oonaor vntlon ~tt~ra . 

G .... nJral - Two m~b¥ra or t ho Com=dssion, 
~ a.c r~nmuno , v cc ch~irmnn~ and Gcort~ ~ . Ma~ftlhaos , will 

org~nho s .. ·mnn g roops in L ... \ . ccuntrh.s t o cnrry out progrc.m of 
Conm l aalon . Tho fi rs t 6roups whloh will bo ool uot od f rom industry, 
fincnco , ~sr lculturo. and th~ profGesions wll l bo ~stablished in 
Are;ent tnt., Bo llv in , drtu.il . Chilo , Colonb\C\, E:cundor , Po.r nguc.y, 
P.:lru, Uruguo.y, r.nd Vonc..zuc lc. . Tho cnt..:rpr1soa of tho Commission 
du~ l vtith l {o. ) oxplor Cl.tlon end cxp loltt~.t ion of s:nin~rt\1 r _,sourecs1 
(b) cult1vat1n~ nl\d marketing of cult urnl nnd foroat products ; 
(o) oat•~liahm-nt r~d d~vo lop~cnt or l nduatrlnl plnnto . 

Srit\ah Mission• Discussions r.ith mistlon continuo• 

hn .'r"rioc.n i:lldff(; In !>~st .-ock ac• .. rn.l pvraona h.a.vo discussed 
with Coord . 0 co yosslbilitl.:a o r rur th.>rln& Pf'.n l .... HiPlw::t.Y con• 
ttructlont on~ auzg~stion ~ ~bodying enl lat~nt or prl~te capital . 

£xport tnaurAnCC1 Coord . office hnt prup•r~t D4CO on ~xport lnsur~eo 
for Ex-Lll. 

lnt llr·AMr \ol'.n BAnka I.:ot.tin& e&y bo o.rrCLnsod with ho11d1 :u1d op!.ir~ting 
hu:».da of f or " lcn dt pnr tmcnt s of N. Y. 'btlnlct to t:.oqua.lnt th~ rith 
rouaone ror Intc;r•/Jn . lb.nk . 

Tnr1rr Stnt1atiot' Commission h~s ~do nvcl l nbla to Oorcnse st~tis­
tlca on wot•ld production~ wor ld vxpor te , and U. S .. impor ts or 
aol octcd at rnti,;[1e a.w! er iti co.l mn.t.:.r1o.h . Th"to str.tiatica c.r o 
doa1sncd to p r~s ont 1mportar.ce or L. A. countri~a na sourc~a . 
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.,;ttKLY PROOR:.SS R::NRT, Part II 

P.-~· 4 
D c•::>bor 2, 1940 

COUlJNICj.i'lv!IS 

''ov1oaJ Mr . 1'thltnC~y (Coord . ) ia in Hollywood in oonnJction with the 
::....-~ov1n& ~ 1cturo program. 

R~di.o : Mr . F1·nnchco, Y.'ho 1s now p lnnnln~ to l ot.vo on Doc . lS fo r 
--c:'t .•• l\C& d ioCUSSOd prob l ¢111. Of uf'fvctiVO a hort .. WU.V(t brO!\dCO.Sting 

Yl'ith r<:pr~S\Intntivos 01' StC'.t tl , Nr.vy, f ( do r t\l Ccmunlo!\tions , o..nd 
Eduort1on, c s well ns short-~nvo broad~oatvr e . 

Sror ts: Coord . off1cG '"ill sponsor thr. vh 1t ot the. Chilt.tm Ski t ... nm 
---r;;"thh co\11\try ln Fcbru=ry ot tho invitotion of t ho lfotional Ski 

: .. un . Tho \..la.zr ~ ill p'!l.rt iclprtc in cot'lp..:t.ltlona 1n t,: ..,v E."l(lend , 
Sun Vcll~y, ~nd tho ~cifie eonat . ~41 for th~ tuAm't tr~spor­
t~tlon to ~d from U.S. ~11 bt r ~isod by popul~r subscription in 
Chile , 

Tr~1*ortat1on : Ur. Stimson's r ·.JO\h.st. thnt 31rcra.rt. p r od.uctloJ\ for 
0 Y PnC :.uvy b ... rh·~.-n prior itY ov.Jr oxponalon of colr.1'l-orcinl a..lr -
Ur. .. t M )' hind• r U. S . nir lin.:s frc1a \.S toblhh1ns thYmS'-'lves mor o 
rSrmly in I •• A. durL"'\& tho '~nr ••• • Coor d . h " l "'.rr .. cd to gr:mt lJ\ttr- Am. 
EscndrUlo ~16,000 to fin":.nco o f'lt -:ht to L.,· •• f o r eurvoy of civilio.n 
:w1c.t1on in L . .. . r..nd f or --~stnbllshinc nrtiont\l gr oupe to carry on 
cuop..,r ~.t. ivtJ 1ut 4r • Al:i . progrrJJ r.:.tlnt ~.~d to oivJlinn r vh.tion . 

CULTURAL 

G~n~r~l: Coer~ . of~ic ~ comp ili~g ~~~t~r list o f L. A. liOreri~s , schools, 
univ .. r a1ti ... a , r:tuscu.":ls, pr ofcsc ione.l , ct.~lturnl, t\l .d scilntific soci e ­
t\u , ot.c ., to b ... usC'd in s.;ndiot b!"'o1u, pc..mphlC"tt, t.nd o the r mt<l-
tl ... lt t o L. i .• 

t:duc .. tlon t Co41rd . offie~ hn.s !!l.~proH~d pro!~~t to '"xp~d L •. \ . Institute 
of Unlv~rs1ty ot te~s ~~d will ~~ rvell~blo :z1 ,~ f or this 
?Ur OirJIO on eond1lion Univ .. rsity :)f \)¥1«! o ... t l ... "lat s ... M ~ount c f 
aon~ y t CJr cc:nt.inur.t\r.n cf c xp .. .nd~..;d :--r ocr o.n \n aubadJ\lC-nt y c-vs . 

?ubltc~Uona: :'-ctiv ... n ... gotin.t1o:!s , work:lr.t t.ov~rd aubat M tit- 1 r e:duc• 
t1on or poatn.l bC'Iok: r:lt~o.s to L. A., c.r e 1n p r otr· I I b~o.tw..:.._n ?(')St 
Offio~ !.'opt . e nd Coo rd. ~~nco ..• ,Coord . off'ioo will pr obcbly o.id 
iu f ino.nc iug distribution of f'·r~JO copit.~l or thO "Hiapanic lun .... ricQ.Il 
llletorlcol Rc viow" t o l co.ding litur ory ficuroo in L.A. 

AD!.!IIIISTa;,T JO!f 

Robert !lc\lilf'lr.d , l c:mud by Corrm.. r c" , will a~o~rvv n.a rdoinistre.tivG 
oftlc<~r of b r ,nch office in N. Y. ln c:h:lr~·.~ or office M.llt\&c::ttlnt . 

w~ekly Pr o Gress n,port No . 11 
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Dt.tt4 llec .. ber 2, 1940 

a.o1 4 &1lV &. • • 

Soc,..\aJ7 of State, 

Rottrrl.nc to llepartaent'o telop-.. Vo. 10, IOYoaber 29, 6 p. ••• 

u Hanoi. Ploaoo lnfora Rubber boo"" OC>IIpOGJ tbat Go'fo!'llllftnt General 

t~ecopto otter for 8,000 tone of rubber at prlooo and W>o»r coa4U1ooo 

ouU1no4 1n tbe llepartaeot' 1 telogJ"u un.S.r rotoronco prort.S.4 that 

!Nltr arreJ>CO tor ob1pp1D& opaco. Contract o1pe4 to~ with forego1QC 

prorl1o. 
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STRICTLY CONFIDENTIAL 

Or4ere ~ 1a \b. oal'-4 1\a\ee •.••••.•.•.•..••••• • •• ~• J 

Dollftrloo oa ~- Pl801e4 ta \be 11111 M4 1\aha .. .. .. .. llobeolal• 11 

o.n-t ftatu ot OrUH Plao .. 1a tiM 'llaUe4 ltatoo .... llobectwle Ill 

Ofttoo ot tiM Seon\U'J' of tM !r~. Dlnat• of .. _. All4 ltaUaUu 
l'npaH4 Doo ...... 2, 

Sov011 t.taut-o, Ju. 

Jote1 a-la\t'ro .. ta -..u OateMr 19, 19110 All4 for more 1110lwle attlle4 orton 
.. ot .. , .. te. 
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Dlllh•rt •• oa OTtu o Pl.co4 h tM OaU .. St..t u " Lh4o\OYU , loco 
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TREASURY DEPARTMENT 
171 

I NTI!fi.OI"F1CE COMMUNICATION COliFIDE:ITUL 

DATe December 2, l94o 

Seoretar~~)Pnthau 
Mr.H~· 

The Business Situation, 
Week ending November 30, 19~0 

TO 

SubJect: 

Summary 

(1) Business activi t y, on a aeaeonally-adjuated basis, 
continues to rise. Some distortions in the usual weekly 
inde~ee , ho~ever, have been caused by holiday influences. 
'!'he 7-point rise in the New York Times index ot business 
RCtivi ty during the week ended llovember 23 cannot therefore 
be regarded ae measuring accurately the extent ot recent 
busi ness guins. 

(2) The co~odity price rise has tapered ott recently. 
::?st f utures prices lw.ve sagged duri ng the past two weeks, 
!llthoueh sol!le co"'"'odities , such as zinc, lw.ve continued to 
l'ise. A eome1·1ha t stronger t one ap'Oearsd in the vari ous 
fut ures marl•ets at the end ot last waek. 

(3) Incoming orders in the steal industry continue to 
exceed production , despite record tonnage output. Steel 
cc:-a? prioee are again rising, having increased gradually 
~v·r t he 'ODBt three weeks , following a tour-week period in 
t'hich they bad held unchanged. 

( ~ ) Factory employment i n October reached a new high 
oince 1937, while non-agricultural employment lw.s risen by 
2,000,000 persons s i nce Apri l, reaching the highest level 
since 1929. National i ncome payments rose in Oc tober to an 
~~nual rate of 75.7 bill i on dollars. 

(5 ) Exports rebounded in October, largely as a result 
or gains in shipment s ot airoratt, machinery, and other 
~1nr materi als. Agricultural exports showed a seasonal rise , 
out still remained at very low levels. 

Regraded Uclassified



t 7.2 

secretary l.!orgenthau - 2 

Business activity still rising 

3usiness activity, after all owing for seasonal factors 
continues to r ise, although no t at t he sensational rate indi­
o&ted by t he spurt i .n the New Xork Ti mes index of business 
, ctivitY du r i ng the week ended November 2}. (See Chart 1. ) 
The movement of the index during that week was apparently di s­
torted to some extent by undue all owance tor the Thanksgiving 
hol iday. It should be pointed out that in 16 states, including 
the important Pennsylvania and New England i ndustrial areas, 
the holiday was not observed until t he tolloiVing week. Fur­
thermore, the r i ee came on top ot a ra ther sharp decline in 
the previ ous week, which a ppears to have been due in part to 
accidental facto rs. 

Nevert heless, ampl e basis exists for the belief that the 
sharp upturn in the weekly business index cannot be attributed 
solel y to statistical maladjustments. Thus refe rence to 
Chert 1, lower section, will dieclose that during the week 
ended November 2} f reight oar loadings showed nothing like the 
eweenin& declines which occurred i n the corresnonding week of 
1939. In view of the normal seasonal down t rend in frei ght 
car loadings, and the observance of the Thanksgiving hol i day 
1n 32 sta tes, the decline of only 12, 000 cars or 2 per cent 
in f reight loadings during the week is a surpri singly strong 
sht~in g. On the other hand, electric power pr oduction, t he 
lliOBt heavily weighted collll)onent of the Ti mes index, shows a 
e,-ewhat greater decline t han during Thanksgiving week a year 
a~~ - (See Chp~t 1. ) 

Ano ther evidence of a continuing upswing in industrial 
activity may be seen in the curve of automobile production. 
Contrary to earlier trade expectations, the post-holiday week 
round ~u tomobile production rising to a new high since May 
19'7, rather than drop~ing below the l evels of the middle of 
the GaOnth. 

Barron's index of business actiYity for the week ended 
November 2} moved ahead a t a slower pace t han the Times i ndex, 
but never t heless made a very good gain to r each a new high 
for the year. As a result the index s t ood a t 122. 9 as com­
nar ed with 120. 5 i n the previous week. 
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In vi ew of tb.e unusually large gain scored by tb.e TiMes 

index in tbe week ended November 23, partly a t l east due to . 

too greet an allowance tor the holidaY, a reaction seems in­

evitable t or the ensuing week. Moderate declines are indica ted 

for the adJusted indexes of au tomobile and steel i ngot rro­
duct1on, but declines in most otber components are likely to 

be sharp. 

Steel output still below orders 

Al t hough the steel i ndustry continues t o produce at a 

record volume, new orders continue to exceed production. 

Thus, new order s received bf the U. s. Steel Corpor ation during 

the week ended November 21 {which i ncluded the Thanksgiving 

holiday) although 1$ per cent below the previous week, were 

still 16 per cent above capacity. In contr&st, the Corporation 

was producing steel during the weeks menti oned at around 99 per 

cent of capacity. 

The industry as a whole maintained an unchanged level or 

production at 96.6 per cent or capacity durin& the past week, 

according to the American Iron and Steel Institute, and opera­

tions in the current week are schedul ed fractionally higher at 

96.9 per cent . Reference to Chart 2, baaed on Iron Age data, 

wi l l discl ose tha t a ga.in last week in the i mportant Pittsburgh 

district and sli ght ~~ins elsewhere tended to offset losses in 

cer tai n other centers. Such losses as occurred probabl y were 

due to the necessity of shutting down some open hearths for 

reoairs. The flat tening out of production in the Philadelphi a 

~1str1ct ( see char t) may poss ibl y indicate that the capacity 

of that district has been over-estimated. 

Trade co~ent indicates that order s for construction· a nd 

for the r~ilroads are incr eas i ng, while the automobile indus­

try i s using a large emount of s teel as a result of i ts r ecent 

heavy volume of production. In connecti on wi th demand for 

s teel !'or conetruotion purposes, it is interesting to note 

that October orders for fabricated etruotural steel amounting 

to 233 ,000 t ons were a t the highes t l evel sinoe Apri l 1931 , 

and exceeded shipments or s tructural steel in that Month by 

nearly 100,000 tone. 

The r nllroada are reported to haTe ordered about 
650, 000 tone of r alls this tall, and trade sources indicate 

that 300, 000 tons more may be ordered befor e t he end of the 

Year. This volume of orders OOII!peres with around 800,000 

tons ordered in the last f our months of 1939. About 7,500 

more !rs i Sb.t care wer e on order at the beginning or November 
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then a month earlier, although the total on order waa still 
moder ately below year-earlier levels. Despite the purohaaee 
or new equipment that have been made t hus t ar, a recent re­
port of the oar eervioe diviei on ot the Association of 
~erican Railroads gave evidence ot a tight a1tUAt1on 1n the 
supply ot large box oara, parti cularly in the weat and 
aoutbwest. 

174 

In connection with price trends in the steel industry, 
the Iron Age reports that more oompaniee are showing a t end­
ency to insert •escalator• olaueea in contracts t o protect 
themselves against possible r i sing ocate next year in such 
items ae wages and ateel eorap prices. Steel acrap has again 
begun t o riae, the Iron Age composite price having gained 
33 cents a ton over the peat three weeka, following t our 
t:eeks ot unchanged prioea. 

New orders index lower 

In addition to t he deoline in new orders tor steel 
, reviously menti oned, orders tor textiles and t or products 
ot her then etoel and textiles alae shoved declines during the 
11sek ended liovember 23. (See Chart ~.) Much ot thia de­
cline , h011evor, waa probably due tobe ThanksgiVing holiday. 
Furthermore, despite holiday intluenoea, the combined index 
still stood at a rela tively high l svel. 

Employment and income payments riae 

The rising trend ot business activity baa brought about 
n steady riae in employment and consumer inoo~ee , which in 
turn provides the baeis tor an increasing demand tor civil­
i an goods during the months ahead . T4e BLS index ot factory 
ecployment in October reached a new high aince 1937, a t 109.9. 
This comparee with the year• a lov ot 99 .0 in May. Estimated 
total non-agricultural employment rose to 36,952,000 persona 
in October trom a l ov ot 34,932,000 l ast April. The published 
figures ~erhapa understate the act ual riae in employment 
(~nd payrolls), owing to difticultiea in getting adequate 
coverage ot empl oyees in plants reoently established. 

The broad total ot national income payments i a r1Bing 
gradually. Total pay~~~enta in Oct ober vera at an annual rate 
ot $75·1 b1111ona, ae compared With $75.2 bi llions in September 
and a low tor the year ot $72 .4 bi llions in April. 

• 
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Ratail trada improving 

The risa in incomes, combined with other factors, brought 

a strong inoreaae in retail trada during Auguet. (See Chart 4. ) 

Although during the following two montha department atore 

sales and sales by etores in rural areas showed a decided 
fall ing ott, this baa doubtless been a temporary setback. Re­
cently, in fact, department store aales have shown indications 

of a renewed upturn. Salsa in the week ended November 16 

showed a gain or 12.~ per oent ovar laet year, and in tha week 

ended November 23 a gain or ~-5 per cent. These compare with 

only 4.1 per cent gain during the four weeks ot October. 
I 

The cause or t he decline in retail sales in September and 

October despite rising incomes ie not entirely clear. The fall­

ing ot t in rural sales baa not be ~n due to lower incomes. To­

tal farm income in Oct ober (including Government payments) rose 

to $1,125 millions, which compares with $1,042 millions in 

Cotober 1939. (See Chart~.) Rural sales ot general mercban­

diae i n October (lowe r seo ion ot chart), were slightly below 

lltst year. 

The September -october decline in retail sales was associ­

at ed with the intenaified bombing ot England, the draft, and 

pre-electi on unoertaintiee. It ia perhaps not to be expected 

that the increased employment and payrolls resultin~ from the 

detensa program should immediately be retlectad in rets:ll ealea. 

The previously-unemployed workers brought into tactor1ea thia 

fell will doubtleaa, tor a time, use their surplus earnings to 

pay ott debta. Faotory payrolls, furthermore, are only a part 

of the broad total or conaUJDer incomes which street the volwae 

ot r etai l buying, and which will expand steadilY aa the eftecta 

of the defense program spread to other sections of our economy. 

Commod1 ty price 1·1se alackene 

Prices ot basi c commodities, bot h 1nduetr1al materiale 
end food products, ehowed a tendency to level out during tha 

past week. (See Chart 6.) While pricee or eome oommoditiee 

(lower eeotion or ch&rt) reached eubetantially higher levels 

notably shellac, burlap, and cottee -- theee were due to 

epecial eituationa. Only tiYe 1ncreaaea were reported during 

the week in the epot prices of 2~ basic commod1tiea, while 

12 prioee declined. 

• 

Regraded Uclassified



..:..76 

SecretarY Horgent bau - 6 

The r1Be or 6 . 0 percentage pointe in burlap prices >IO.S 
due to ( l) the sinkinG or a British cargo vessel in the 
:nc1~ ocean by enemy aotion, whioh ho.s aroused some an~re­
bension over future supplies among burlap consumers, and 
(2) the ourchase or 60, 000,000 sandbags by the Indian Gov­
erncent to s trengthen the market , following Y-sakness due to 
t. record Jute crop . The rise ot 3.5 pointe in shellac prices 
follo>Ied o.n upturn in the Calcutta marke t , due to a groWing 
scarcity of the qual1t i ee or shellac used i n tho United States 
rollo>ll.ng a small shellno crop lnet fall. The scarcity >1111 
continue until atter t he new crop 1s harvested some time 
next s')ring. 

A rise ot 3.7 percentage points in coffee prices (the 
BLS quotation is for Brazilian coffee) has bean due to no­
tion of Colombia in setting mi nimum prices on exported 
coffee, and reports indicating thv.t B1•az1l tlould tcllo>T. 
These nini mum prices are reportedly assoc i ated ~~th the 
I<Uot a agree::1ent signed last >:eek in \lash1ngton, vh1ch 1s 
eApeeted t o result i n higher coffee prices. 

A substantial decline in t allow prices ap~ears to have 
been a reaction from an overbought situation that developed 
on the rsoent extensive rise . Rosin prices are also sharply 
lo;;er, oWing to a noticeable fai!Iiii off in demand since mid­
!:oveaber, and to the expectati on or Gover:llllent loans on 
~val stores substantially below recent market levels. 

Futures prices for mos t comooditi~s have been sagging 
over the paot t >ro weeks, o.l though n stronger t one ~tae evident 
P.t the end or last week . Zino f utures, however, hove risen 
shar ply o.cains t the t1•ends1ilother metal market s, despite 
an increasing r ate or production. 

A1rcratt and maohlnery fea ture exoort riu 

The s t imulus which various >rar materials industries 
have been receiving from export trade is again revealed in 
the October export figures , l-Thich showed an 1norenee in ex­
corte or domestic meroho.ndi se or $4S, ooo,ooo or 17 per cent. 
Thic goJ.n, vhlch t:ae or slightly great er t han the usual 
~eaaonal proportions, carried the total !or the nonth up to 
~336,000,000. 

' · 
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Reference to Chart 7 will disclose thnt the largest 
sains in dol lar value were made by aircraft and machinery, 
although automobiles, cotton, petroleum products and conner 
also showed good increases. Following a sharp decline in 
September, aircraft shipments rose SS , OOO,OOO to $3l , OOO, OOO, 
the second highest figure on record. 

Hachinery exports or all kinde alBo showed an $S ,000,000 
r i se with about one-halt the gain being accounted tor by 
oetal work1na machinery. Iron and steel exporte (exclusive 
or scrap) declined about 6 per cent !rom September's near­
record figure, but still represented around 20 per cent or 
the monthT e total steel output. 

Although agricultural exports rose in October in response 
to the usual seasonal influences , they continued to account 
t or an unusually small proportion or our total export trade. 
Thus , deapite a rise or 51 per cent over t he previous 
month 's unusually low figures, agricultural exports in 
October still aggregated only $33 ,000,000 or 10 per cent or 
total exports, as compared with 30 per oent in the corre­
sponcUng month a year ago • 

• • 
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8TRICTL Y CONFIDENTIAL 

BRITISH FIN.UICIAL REQUIRElfEHTS 
IN THE YNITEP STATES. DECEMBER 1 . 1940 , 

These tables provide information relative to the 
financial requirements or the sterling area for gold and 
u. s . Dollars. They do not cover the requirements of those 
parts of the British Empire outside of the sterling area 
(!.e. Canada, Newfoundland and Hong Kong). 

There are four tables: Tables I and II refer only to 
the needs of the British Purchasing Miss ions; while Tables 
III and IV refer to total requ irements. 

Table I presents a summary of estimated future oayments 
ln the United States by British Purchasing Missions as of Dec . 
1, 1940. The table covers balances due on existing com~it­
~ents and estimated commitments involved in additional orders 
now under discussion, including those at present being nego­
tiated and those in the "X" Progra.m. It does not include the 
larger ai r plane, shipbui l ding, and other pr ograms t hat will be 
forthcoming and will be submitted at a later date . 

Table IS presents detailed information with respect to 
the da ta in Ta le r, classified by commodity group. The 10-
Div!sion Army Plan is classified by itse l f because of the 
d1f'f1culty of breaking it down into commod ity groups; the value 
shown ls based on a War Department estimate. The table also 
shows the estimated distribution of payments up to August 31 , 
1941 and subsequently , except for capital on orders to be 
placed which is not distributed because of the lack of avai l ­
able information. The distributlon of the payme nts for the" 
10-Division Army Plan is arbitrary, the amounts prior to Aug. 
31, 1941 being on account of estimated advances . 

Table III shows the total requirements of the s terling 
area for u. S. dollar payments (excluding any such paycents to 
:anada) between Sept. l, 1940 and August 31 , 1941 (the second 
year or t hP war ) . This table summari:es t he needs of the 
Bri tish Purchasing Missions during this period together with 
the sundry debit and credit items entering into the no rma l 
balance or payments. 

Table IV summarizes the genera l posi t ion of the sterling 
area for the second war year. This table c ites the net requ i re­
ments of the sterling area in both u. s. dollars and Canadian 
dollars taking into account the assistance wh ich the Canadian 
Government have a l ready given and may yet give ln meeting the 
latter requi r ement (the balance having to be met in gold). The 
estimated amount of South African newly-mined gold is al so taken 
i nto account . The resultant final balance is an estimate of the 
net amount required by the sterl i ng area i n gold and dollars 
ov• r thls period. This represents only the current items or 
the f ina l balance of payments , and does not take into account 
any of th& ulstlng capital assets which may be liquidated in 
order to meet the dollar expenditure or the sterling area. 

Briti sh Embassy, Washington 
December 7, 1940 

Regraded Uclassified



STRICTlY CONRDENTIAL' ~ o 

t.ULJ l 

7orecaot of r.turo P.,.eato 1a tbo U.lta4 1\a\oo 
\o ~~ u4o ~1 lrl\loll PvcbaoliiC ll.lool- lJ 

_.,. "·'-' llo'r•~•r }0. 19)10 

(la al11lono of U. 8. do11aro) 

lu-et rcral\ 

total coao41 Utt 

lal.u.c• • Du 
oa Or4t"rt 

Alru47 n aca4 
ao of llo'r. }0. 

1~ 

117 

ll97 

1.284 

17 

1 .}01 

Purcbooloc c ... l ooloa, 
""""""''' Dhhloa, lew Tork. 
Ooe~obtr 7, 1gbo 

AddlUoiiOl 
Ordoro h 
~. Placa4 . .... -... 

IIJICo\laUoa 

270 

955 

1.225 

10 

1.235 

AddlUoiiOl 
01'Cltrt to 

- · n aca4 ..ter •r 
'"""- v 

1.075 

9117 

2.o62 

699 

2. 761 

'-of Bel.uw:tt 
DIM oa Ord..ert 
Alroaq naad 
ud loUMh4 

Addl\loaal Ordoro 

2 .1)2 

2,1l)'j 

b,571 

726 

5·297 

!l J rl\loll PvcltaoliiC c-1ooloa, JrlU• Alr -looloa, 
lrUl ... tr ..... 1\oel C.rp. L\4., _. Jrl\1 ... lllalo\" of alpplJIC. 

V ruo ,....._ lo \lte -~' r4 \M flMMial , .__, of .... 21. 
19110, aun• • ._._, at \bo w ta•• 'a1w r4 MUU.-1 _. 
-. ._ PJ.MM _. ... \lte .Alr, -.t•'- _. atpW!UIIC ,...._ 
.... n,- •-"'• wi\ll \M MolalnnU• ,,,... .. wi\ll • 
.. , • ._ at \lte ,...._ ,.._., .. r.uu••• ,.....u.t u -..1-' 

Regraded Uclassified



. .. ,..,. 11 

"'::":".:!. ,.._ ....... t. ... ~ ......... SlllllY CllliiTIAI. 
"'.::.~: =--.... _" 

......_ Jt,l,. • 
Clill III:U.._ ., .. .. ...u-J __ ,_ 

~..:::- .. .. "-- -wt:..,.~.r-' -~~' - "'\'::'" -· ,_ - ... ~ •• - - - .. -~-

,. __ 
• .. ..... ...... -· ::. .... - .... -·· '-'" , .... ,u ..... o ~·4 

..... ........ ::· = ..... _ ... -= ~:· ~ - ... .. _, ._ .... •u '"- HU - .... •u 
_ ... 

"" . ... ...... ·- ...., ...., .... ,.. .. , .. .... -· ..... ..... lOA .... .. .. ..... DM ...... 
.. .,.,:.-~· 

,, .. ...... ..... ,... .,.., 
""' -... . .... ... .. .. w.• .... .... .. .. .... 

,~ ... -u· .... .... ... . ..... .. .. .... w.o ..... ..... ..... 
"·' ... '·' ... .. . .... .. . .... . .. . .. ., .• w.o .... .... .. .. ... .. .... .... 

&.hW~~· 
.,.,, ..... .,., .. "·' .... "·' ,,,. ,. ... ...., -· ..... .. .. ..... ...... ,.... l'1t,6 ,... ,., ... .,.,.. ... , 

,. ~ ftl>b ..... .. .. .... 16.t u •. a ••• • •• '"' •• liM 10.0 u.o u.o - - - . .... , .. ,.., 
1. o.l-.l l orl"..,. • \lorl&l.t •• ·' . . . - - - - - - - - . - - - . . . 
1, ..,, • .:~ ......... ll'llu\. .. .. .. .. .. .. • •• • •• • •• • •• • •• . .. .. .. ..o ••• • •• . . . - ., .. .. .. ., .. 
.. .... u •• UloO .... .. .. • •• • •• • •• • •• , .. .. .. ... .. u.o ••• .... ... .. .. .. ., .. .... ..... ... .. ..... 
·-- .,.., .... .. .. 1., . .. ••• '·' ., .. ,,., ""·' d.O .... 1U .o .... .... '·' .... ... .. -· .... 
.. - ...... ,.., ..... . .. . .. • •• ... .. .. .. .. . - . . ..... .... ,. .... ...., "'" .... 
.. .,... f.U~t "-' .... l'l,, ... ... • •• .. . - . - . . . . - - n., "·' . 
~ " '"•d ...... W-' ..... .. .. .... .. .. .... .... ' . ,..., .... ..... ,.. .. . . . . ..... ..... ..... 
D. ...,_~ .... ,._. u.s Jot , .. . .. ... ... , .. ( . . . . - . . . . ... u •• ... 
.. --·""'- ••• .., .. .:J .. .. - . .. - . . . . - - - - .. . 
.. ........ ,h . , ... .. . .... .. .. . . - . - .. .. . - . . . . - . -
... ,.,.,.... ,.,...... •• •• - - - - - - - . -- - - . - - . - . 

u • ....., - - - - - - - . . . . - . . . - - . - -
........ ,,, ,,, .... .... ... l , S ·' .. , •• .... . .... . . n~, .... .... . .... Uf •• ,.., .... 
.._ ~ .. ·u-~ u.o ... • •• ... •• •• ·' ••• ... ... toO ... ... .... • •• ... 1M .... ... n.t 

.. tt. . .. . - . - - . - - . - - - . . - . . - - - -i 

U. W 11\Mr .... .... • •• ·' ·' •• •• •• .. . - - - - . . - t.l ... .. 
11.1.. lqt;s~\ r•r U OIYltt .. J.ro11f n.. - . . . . - . - - - - . . ..... .. ... .. .• ,, ... ..... ..... ..... 
.. t,hl h~u,.....rt ~· 1Qt2,') '~'·' 

.... , .... .... .. .. , ... 124,0 10'7. 9 91MI "'·' ..... tn.t ..... ..... ....... "''·" ""·' ....... u:tt-.t 

I· 
' •• ht.-~1\1 .. 

.,,._, ...... ....... tn.• U't, J. ..... ..... ..... a&M uu.o ..... ))1.<1 ..... -·· ... .. )aJ,O U<D,O 
.,.,.., -· *""-·'· 

~- "''"' ""·' .,. .. 11',, 10.0 ... •• •• ... ... .... - - - "'·0 - - - ..... - - ~ 

~ C..&lt:. rw 10 ".,-H .. a,. n.. - . . - . . - . . - - - - ..... - - - ..... - -
~ ..-r.w. --· ...,.. ...... ..... ..... .... .. ..... ..... ..... ...... - - - ...... - - - ...... - - .. 

-·· ~ ~ ~~ • .,."" •" c....~ ~r~.u.~o ._ _. a...t c.,.r.u• ~w . ... .,.,U~t ..... ...,. 011 ~ 

-·· lllh .......... ""' _,.....,""' ~ ........... - ............ tu, - t.u-1 ............ ,- ... ~..a- fll Mllu.r.l cw.n .._ .. ~ ,.,.,_ U. &U _._,._. ..... c:!: .......,._ ........a,.,.._..._..,. dW- tH •nrl'• 
~.,\It_""~ tl u. ~, ,......'- ~~ .......... ...a- ..................... 

trrtu• .......... _ '-lu i• • lt.dh\lal. ~0\tt. ... .. . .... 
,..,..~ ,,1~ ... Regraded Uclassified



1!)2 

STRicn Y CONFIIITW. ' 
BIUIII 

... laW ..._ ol ~· ., 1Mr1bc - wtu. u. a.sw 
- •• 11, • • llloUan .. c-..... ..... u..- ... -~\· 

..,_ 1, 1,.., - ..... )1, 1'" :1 

( Ia • llll•• of 11. 1. 4o11aro) 

t. lhiblt U. I . l11p0rh tr. ... t:lpOZ'h \o OaUM lt.ht 
A. Orou p- ah oa V.lh4 llac4 .. ....-. .. (rhl~h ..... rh) 

1. '-•" '117 ..., .. .., -·lac IUoolou Zf 
•• Ac\aal. ..,,, 1. 1,.., - .... ,o, 1~ 

(1) c-41\lt•·· · ····· •·•·•••••••••·· · . • . ••••••.•• ...... .. • 517 
(2) CopUal. .................. , ................. ,... ..... .. '11 
()) fe\al ... ..., _ ....... 1 . 19110 - .... ,o. 19110 ...... . :::::.. ,. 

\, lo\la\&4 lloc, 1, 19110 - .... )1, 19111 
( 1 ) ~UoolJ ........................................ . 2.511 !2l (41\al (oa -.,.. olroaq placa4) laj.. .. ... ........ ... 17 

) l'lt\al ........ ,_ ... Doe. 1. 19liil - .... )1, 19111 ... ;:::::-... !:m. 
•· l'lt\al -'' -., lrlUolo - ·lac IUaoloao......... ... ...... ............ .... • ... ),12) 

z . .,.__., 
. .. ...., ................. 0 ••••••••••••• 0 •••••••••••••• ••••••••••••• •• ••••• " '· Petrel............................................................... .... 51t 
o. .... •• 0 0 •• 0 •••••• 0 ••• 0 • •• 0 •••• 0 •••• 0 0 0 . 0 0 . 0 . 0 •••• 0 ••• 0 • •• • • • •• 0.......... ._ 

c. Ot.ber r. ••trtale..... •• • • . •. • . • • . . . . . . . . . • • • . • . . • . . . . . . . . . . •. • . . . . . . . . '' 
•· '-'al t \ber ,.,... ••••••• •• • • ••• •••• •••••.• ••••.••.•••.• • • ••• ••••••.•••••.. ,, :":':": •• __!!!. 

) · "''ol _ .. .. 11111\&4 ltac4o. ............ ...................... ........................... }.11011 

....... ,.. •• 190tlp'• llwe u.at•w. ltarct- fttJ\11 ....... ................ . . . .. .. . .. ............. . .. ~ 

C. lo\ ~-• of "hUh l.oporlo toto V.UM llacMa f- OaUM lla\oo ...... .......... . "......... ),2110 

U. t.u .. , W..Ce ot tmeUb ~· ot O..lted. I~ t o OlaltH lt.at ..... .. ......................... • • __..!! 

rrr. O.lt .. ~ ...._, .. Mt.-e• ot ,.,._.,, wt.\11. tr.s.tM ttet ••·· •••. .. . .. .....•....••..........•• ··• · ·• · · , ,m 
n . Wu .. , nctJpt• ,.,._ eterlllc u-. (ncl.WI4S.ac v. r .)'-.Fte t. a.It"' St.ate• 

•. o... .. notlph ,.,... nptir\1 
1. -\rolla col4....................................................... 1" 
2. llerc~-··· ..................... :. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~ 
,. toto! ...... ......, • • ,.,.. .............................. : •••• ••• •••.. :·········· ,,. 

a. ...._,, en•• ,.,._,, • ~"' 
1. f lol\lo taper\••···········••••••••••• ••••••••••••••••···· ···· ········ J': 
2. • • w-. ol larldU I ................. " """"""" ""' ""'" ' 
, . hW. ...... ,.,_., •• ~··....... .................. •• • • • • • . • . . • • • • . • • . • • . . ,,. 

0. lo\ """'•",.,.. okrllac- (.-ItiiJol 11. 1 ,) _ .. , h lllol\M ............................. .....!!!. 
' · ., ... , .. w.... et •WI'ltac.,... (blol ....... v. 1 .) vi~ ... v.u ......................................... ,.. 

Tl. AU t.,..Ut .. , 1a v. t. doll.art _. ,.u ll7 thrlliC..,.. la c.-hilt t t.Mr ,.._ 
,.,. o. •· c-1••1ac _., 1a c.uu _.-laM 1/) .............. .............................. .......!!!!. 

f ll, lo\ ..... Ia ' · 1 . .. Uan _. pU -., oMrltac- (-lol.lol -" h 
c_.. ... ..,. " epf )/)oooooooo•••••• • • •••• ••••• •• o o o ooooo ••• • ooooooooo oo ooooooo• • • • •• • ••• oo • • oo • • •• ~ 

...... -...--. 
-7.191D 

ll .. ,.11 "· , •• ----· J1 llrlll* Pu ' otac --· lrUiolo AU --· lrlUolo X..- "ool Cort• loW .. 
_. llrlu• Balo\17 ot as,tac. 

ll .. Mll n. n .. ,. 
!/ .. -· II. U• I'll. • oll 1 h - tor ... 1\al • a441U-.1 

lrlll ••• 2 ........... ·- ... ,.. Jboa4. 
Regraded Uclassified



1D3 

STRICTLY CONFIDENTIAL 
UBLEIV 

s->-7 or the O.oeral Podtion 
septellber 1, 1940 - .lucuat 1!1, lMJ. 

(In ldlliona ot u.s, dollar a) 

1, Tile nat n:peM!ture or cold and u.s. dollaro 
bT the oterli.Dc area duri.Dc the Mcond wv rear, 
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obow at the toot <>! Table UI, 1a eotaat.d at , • • .. , 

n . Tbe adTeree 'balcce o! the eterli.Dc erea 
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... 
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It repatriation or Canadian aecuritieo 1D tbe 
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Tbia would leave to be Mt 1D 1old or u.s. 
clollar• an U~CnD~.t ot • • • • •• 
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duri.Dc tbe ••cond rear ot war 1a .. taat.d at ... 
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v. 

-

Soutb Africa dur1.Dc tbia period, wbiob '1'111 be a 
oUZTut additiOD to tbe .out.r7 r .. ouroea ot tbe 
Unit.d li.Dcdo•. It i• eotaated at ... ... 

Bri thb !lobuq, lubi.DctOD. 
Deu&ber 1, 1940 
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The appended memorandum aub~itted by the Argentine 

Governnent to Mr. Bell ~n November 17 makes the tollo~ 
lng r olnta: 

1 . A torelgn exchange detloit ls anticipated 1n 
1941 ot na much as ~160 million. 

2. Serious i nternal dlttioul tiea, both aoolologlc 
nnd i denlogio would arlee from ouch a situa tion. 

) . The difficult situat ion .co.y be exneoted t o 
continue for some t1me. If the war ends with a Britlsh 
victory, Great Br1ta1.n , doubtless tlnanolall y exl>.eusted 
by thnt time, 110uld probably continue the barter system. 
If t he Gsrmana win , undoubtedly the b~rter ayste~ wlll be 
nraatly extended. 

1• . Argentina believes that gold c.ust continue as 
thP b~cio o~ 1nternatlonRl exchange, t hat t he barter 
r egime must be ~radually discarded, tr~t multila teral 
tra~e i s the only satisfactory form of interna tional 
co~erce, and that Ar gentina must continue t o tultil 
lts external and internal t inanclal com::tlt ·~ents , and 
muat continue to receive productive torclgn investments. 

5. To accomnlish these endo poaltivo action is 
neoeaeary. Only the United Stete• oan t ake s uch a ction. 

6. The Tl'eaeury St abll l zntlcn Fund could ol e y a 
or1mary role in a progr am of consolidating the une of 
gol d throughout the ·.veatern H~mis;;here . 

1. Ueanwhlle there is the immedia te probleQ of 
the detloit in the Argentine balance of r.ayment s , which 
ous t be met as a cart ot the broad progrn~ of cooperation. 
They suggest : 

(a) Stab111zat1on o, erationa dealgned to 
facilitate the lntlow or capital 

(b) Long- term low- interest gold loans 

(o) Developmental loans which will creste 
their own cRpacity t o repay 

(d) Triangul~r operst1onG with Great Britai n 

(e) Purchases of surplueea by the United St a tes . 

Division ot !!onetar;; Research 
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Tho economic situation of Argentina is very serious, 

It 1e eo l;lmated that next year ' s exports , from which the life 

of the 

normal 

oountry fundamentally depends , will only reach 60% of 

f igures . A part of those exporte will continue to be 

paid in blocked exchanS•· There is a growinS deficit in the 

balance of payments in free currencies . It no measures are ta 

ken to correct it, the deficit may amount to 160 million dollars 

in 1941, tha t ie, nearly half of our remainiDS gold reserves 

after deduction or the specie beins exported at present to co~ 

t 1nuo the fulfillment of the debt services end meet the Qdver 

s" ~radt• balance of the current year . 

2 . 
If so far totali tarian ideologies have only caught on 

In small groups of opinion without national s i gnificance 1n 

our count ry , there is litt le doubt t hat the social and econ~ 

mlo illa rosultins f rom such a s ituation would give them cons1 

de r abla 1mpuleion. This fact must the refore be duly borne 1n 

mi nd. Our Government is prepared to meet these difficulties 

with a plan of internal economic recovery. But thie plan cannot 

by itaeolf, solve and eliminate wholly these grave latent dangers. 

~ . 
some of these complications are not new in Argentina; 

they al r eady existed but they have grown considerably worse . our 

axport11 have remained stationary since before the world ertets, 

and during the las t taw years an 1noreaa1ns portion of our t~ 
reign trade bas been carried out under the oppressi ve barter 

!Ill 
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ve us more and eretam. The continuation of the WS' will 1n·vol 

more in this ayetem and the cessation of hostilit ies will in 

no way solve the problem, If the war ends with a British vic 

tory it cannot be conceived that Great Britain, doubtless fi 

nonoially exhausted by that time, would swi ftly abandon the 

barter system which she will have learned to operate with 

great skill. If 1 on the other lund, the war ends with a German 

victory it is not d.ifficult to i znaaine what form trade with 

tile Reich will presumably u sume since we will not be able to 

elude the necess i t y of selling our export surpluses accepting 

payment in blocked marks with the incalculable implications 

that this would surely entail . 

4, It is not merely a temporary or eireumetancial problem 

which we set forth in this Memorandum. The question is far 

deeper and it affects the whole economic, social and poli t ical 

structure not only of Argentina but also of the other American 

countries which are in a similar poa1 t1on. We are t a.ced with 

the posaibility of seeing the disappearance of the fUndamental 

princi ples in which we have alwars beli eved, principles which 

coul d only be eaved by the decisive action of the united States 

1n promoting a vigorous continental cooperation. We believe 

that gold must continue to be the basis of the international 

monetary system and we do not desire to be increasdngly tied 

to the barter regime as a consequence of turther losses of our 

gold reaervea . we believe that the tultillment of the internal 

and externaL financial comm1 tments ia eaaential tor the economic 

development of our country and we are willing to continue in 

th1s r espect our trad1t1onal policy. We agree that multilateral 

trede ia the only satisfac t ory form of international 
/Ill 
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would like to emerge as aoon aa poaaible from the bilateral 

system or to leaaan at leaat ita mora pernici ous conaaquancaa. 

We might point out t hat circumstances have forced this ays tam 

upon ua in recent years and that we have therefore no reapona! 

bility in i t a promotion. And f inally we believe that 1n order 

to raiaa the standard of living in our country we must not only 

continua but strengthen our policy in favour or investment of 

productive foreign capital, insuring stability of conditions, 

tree tranafer and equal ity of treat ment with national capital. 

5. All this requires bold and positive action. The passive 

attitude of pointing out t he evils ia not enough. A def1n1te 

policy of economic cooperation ia nacaaaary . Circumstances have 

never bean more favourable for such a policy nor has it ever 

been more neceeaary: the international situa t i on, the common 

adherence to the principles of the good neighbour and the eno~ 

moue continental prestige of Preeidant Roosevelt . 

6. Neither Argentina nor any other American country can 

aacapa the diaastroua conaaquancaa of barter trade, unlaaa a 

continent al monetary ayatam baaed on the dollar is solidly o~ 

ganized, aasuring the t ree movement and uaa of gold. we muat 

avoid falling into the practices of barter in our effort t o gat 

out or the consequences of rival ayatama or barter. We must not 

evolve any ayatam that may deprive a country of the p~aaibility 

of selling ita exportable aurpluaea in the market which i t may 

find moat advantageous. ThU do .. not mean of course that arr~ 

gamenta between producing countriea tor the selling of individual 

produota ~ not be daa irable. 'l'ba Exchange Stab111Zat1?n FUnd 

could play a pri 01a'rY role in the organization or this cont! 

/Ill 
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nental exc~ge system which, apart r~m it• d1 •v u rect advantages 

would allow the United States to consolidate the essential tun!!_ 

t i ona or gold throughout the continent irrespective of the att! 

tude that Europe may adopt in this fundamental question attar 

the war . 

7. A long term plan of continental economic cooperation -

within the aims of the Government or the United States as enume 

r ated more t han once by the Secretary of State The Honorable 

Mr· Cordell Hull - has necessarily to be based on a previous 

settlement or the exchange and monetary problema and in the d! 

vel opment of trade w1tb1n the continent. In so far as we are 

concerned, we are convinced that in the course of a few years 

we could develop a f low of new exports to the United States of 

non-competitive mineral or manufnctured products, provided cer 

tain permanent facilities , such as the binding of custom duties 

were assured to us . Thus some of the present acute problema 

which are now of difficult or impossible solution would pass to 

a secondary level. This is essential. 

a. 

Loans are a mere momentary expedient. Only the increase 

of trade and investments creates soli d tiee. 

Meantime we have before ua the i0111ediate and pressing 

problem of the deficit in our balance of payments . Import 

restrictions cannot be applied too drastically or carried too 

tar without serious injury to our economic activities and 

unfavourable repercussions abroad. Therefore in order to mit! 

gate or altogether avoid these consequences we propose a di! 

cuaaio.n of the follo-.i.ng posaib1litiea or alternatives, wi thin 

the scope of the Agenda prepared by the Treasury: 

a) Keasures of mone tary cooperation and control of 

foreisa fund• · Argentina offers a vaat tield for the productive 

• 

Regraded Uclassified



ffi1 
- 5 -

tnveatment of p&l'lll&rulnt capital of the cnited States . But cap! 

tal is not invested in the desirable quantities on account of 

possible transfer hindrance~ and 1notab111ty of the rate of 

exchange . I f we could ellminate these rlaka, the flow of capital 

could increaae considerably. There ls ln effect a vlcloua clrcla 1 

capital does not flow in because or the exchenge uncertainty 

and there is uncertainty of exchange because capital does net 

flow ln. If the Exchange Stablllzatlcn Fund would cooperate with 

our Banco central to ~ford this assurance, the problem could 

be solved. The arrangement could work as follows : the Exchange 

Stabilizati on Fund would buy pesos ln the necessary amounts to 

cover any dollar deficit arlsl.ng between the amount or new c~ 

pital and the volw. of the regular remittance• of existing c~ 

pital. The Banco Central, in ita turn, would guaranty the rami 

ce of those services at a stable rate of exchange; should the 

amount or new capi tal investments be greater than the amount or 

the services to be made, the Banco Central would repurchase the 

peooa from t he Exchange Stabilizat ion Fund and would form an 

adequate dollar reserve, This arrangement could only refer to 

permanent investments so aa to avoi d the lntlow of great masses 

of floating f'unda , AD arrangement ot this nature might aasw. 

ccnslderable importance and may clear the way for the general 

solution of the long term problem. 

b) Long term gold loans at a low rate or interest . we 

would be prepared to mobilize or set aside an important part or 

our metallic reserves to cover the service of the gold lent to 

ua , during a sufficiently long period of tLme as to tide us over 

the difficulties of the prob&ble duration of the emergency. Long 

term and low interest are esaentlal in order not to overbwxten 

!Ill 
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the service of our foreign debt , Naturally if these loans were 

granted to an extent large enough t o convert our United States 

debt, our situation would improve appreciably, 

o) Export and Import Bank loans at reasonable terms and 

at low interest rates , In the amortization of these loans the 

exchange resulting from the export of our new products or from 

the increase in the exports of non-competitive products, could 

be ueed, without prejudice to the use or other sources or exchange , 

d) Triangular operations with Great Britain. The frozen 

sterling resulting from our present exports to Great Britain or 

from the purchase of surpluses which Great Britain might effect 

in Argentina - in accordance with and subject to a plan which 

may be evolved - would be used in the purchase of Argentine 

securities in British hands , especially railway securities . If 

on this basis the United States would grant us loans , we could 

thereby improve our exchange situation and at the same ti.me ex 

tend the program of repatriation of securities on much more 

favourable terms inasmuch as we would pay Great Britain in ao~lar! 

and 

e) Purchases of surpluses b:y the United States . 

~ . These suggestions are in no way exclusive of any other 

which may be found to be mutually satisfactory . aut it would at 

all events be advi sable not to lose sight of the long term pr£ 

blem. Temporary solutions should rather constitute the i ni tial 

stage of a program of this nature. It is our duty to express 

in all rranlmesa that tbe im:ned1ate solutions must be based on 

tbe faith in the tuli'illment of our commitments and on the co_!! 

fidence in the economic future of Argentina. we reel we deserve 

that faltb . we have made in the past and shall make in tbe pr! 

sent every necessary sacrifice to contlnue to deserve the faith 

!Ill 
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placed 1n ua. Aa regards our soonoaio ruture only a plan ot 

continental cooperation, boldly launched by the united Statea, 

oan eave the Nations ot this continent t rom a preoarious aut~ 

ohy or trom the subordination ot their toreign trade to ayata .. 

ot barter ot dangerous and tar reaohing 1mpl1cat1ona . 

Washington, November 16th. 19.0 
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TREASURY DEPARTMENT · 20S 

INTIE"'--I"'''CIE COMMUNICATION 

oAT• Honaber 26, 1911o 

TD eeoret&l')' lforgenthau 

SubJeotl The Arpnt1ne Situation- Summarhed. 

1. 

(a) That Argentina will be able to out her iaporte 
t roa the ourrent r ate ot about $1100 a1111on 
annuall7 to $320 aillion. (Deta1la ot this ea­
tiaa te a re 1n an appended 11e1110randua. ) 

(b) 

( o) 

That Argentina will obtain no gold or tree 
f oreign exohange troa her exporte to England. 

That .. r't'ioe p&Jaenta ($40 m.1111on to the Uni t ed 
8tate1, $50 million to England and $10 million 
to Swi t zerland) will oont1nue t o be made ae 
t ormerl7. 

(d) That exporte t o the United States will be 1n­
oreued b7 20 to 30 percent. 

(1) That the $20 a1111on loan troa the Export-Iaport 
Bank will be aTa1lable to PaY tor laporte in 
19~1. 

( t ) Th1a e1t111Bte doea not 1nolude &n7 new araaunt 
program. 

(g) It doea not proTide t or an7 txPindituru by the 
United State• on naTal bUll 1n the Argentine 
area. 

2, What are Argentina'• dollar exohanl! a11et1' 

(a) ArpnUna 11ad $390 a1ll1on 1n gold and $14 a1111on 
in tr11 tore1~ ourrano111 a• ot NoTeaber 15, 1911o. 
IDe .a1t baTe $100 a1111on to tul t11 atatutorJ 
1'1111"1'1 raquireMnta. Bar holding• ot tora1p 
NwriU .. are ucllpbla. 
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(b) Arter t he year- end eettlementa, Argentina 
will have blocked sterling balancea to her 
credit or about 2.5 million pounde. By the 
end or 19~1 the British expect Argentina's 
blocked sterli ng balancea to total 9 million 
pounds. They are willing to have Argentina 
repatriate securities to reduoe this balance. 
The Argentines hope British exports will be 
large enough during 19~1 to prevent a sterling 
balEnce. The British would preeumably be un­
willing to allow the conversion into dollers 
ot any portion ot this balance unless, in 
return, they could obtain dolla r ored1te in 
eome t aehion. 

206 

3· Budgetary Situation 

The budgetary si tua t1on 1a much like ours. . 
There will be a deficit on ordinary budgetary account 
ln 19~1 ot 220 million pesos with expenditures ot 
1,090 million pesos plus an eddition~l deficit ot 
220 million pesos on account ot special public works 
expendi turee. 

~. Foreign Debt 

The total debt or the Argentine National Government 
waa $1,428 million a t the end ot 1939, or which $367 mil­
l i on waa externa l debt. The debt ot the provinci al and 
munici pal governments t o tale $697 million, ....,,...!:<.-......( . 

None ot the national debt ie in default. Only two 
munioipal dollar issues and one pr ovinchl doller i ssue 
are in detaul t. 

5. Foreign Investmente i n Argentina 

Foreign investment& ln Argentina run $2 bill i on to 
$2. 5 billion, ot which the Britieh have 65 percent and 
Amerioane 25 percent. 

6. Poeeibilities t or Developing Argentine Indus tries 
With Foreign Capital 

(a) Argentine used to reoeive about 150 mill i on 
peeoe annually ot private capital tor invest­
ment in the Argentine. This baa disappeared 
aince the exiatence ot eerioue exchange 
ditticulties. Argen t ina hal recently received 

Regraded Uclassified



- } - Divisi on of Konet ary 
Research 

a small amount of refugee capital some 
fleeing Europe and sooe fleeing the Uni ted 
Stateo in fear of blocking. Prospects ror 
renewed private investment are remote unl ess 
exchange diff i cul ties oan be solved and even 
then the a~ount of private investment may 
not b~ large--noesibly 10 to 25 mill lon dol­
lars during 19~1 . 

(b) The nroJected 1ndu~tr1~l dcveloPQent program 
if f i nanced by loans from tho Unit ed States, ' 
would result i n heavy imports of industrial 
equio:nent durin.: the develooment oeriod. This 
would be i n addition to the dollar exchange 

~~~~!r;:;~t~e~~!~!~i;~ ~~o;!~nt1in"~~i~=~ ;~~es 
they would hel~ Ar;:;enti:-~a 1 • cxchr:1,;e cl tuation. 

1· How lon~ will t~e detlclt ln d?llnr cxchnnre continue? 

'Re bt>l ieve t!lat the def'loit in dollar exchange tor 
1942 nnd poss ibly for subsequent years u.ay be as large or 
lar_Ar than that est i mated for 1941. 

Ara entinn will probably continue to have the st erling 
nroceed& or her expor t s to Britn1 n blocko~ whether the 
wnr cont inues or not . The occurrence of peace will tend 
to !'educe dollar requirements only ln so far as Argentina 
ie rblo to ob ta i n from Euro~eAn countries some or the 
eomruodit i es 'llhioh, in the interim, she has been importing 
rro3 t~o United States. 

~ . Tentative conclusions reached by the Jones Co$mittee 
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The Jones CoJllm1ttee has tentatively reco=onded that 
~100 o i ll1on be extended to Argentina. or this $50 million · 
~ould t& supolied by the Export-Import Bank. 

The remaining $50 mill i on to be oupolled by United 
3tates Stabilization FUnd operations if the Secretary of tr~ 
Tre~sury were to approve. 

There was much tnlk of faci litati ng repatriation of 
Ar~Pntine s terling securities, but no def i nite pl a ns were 
agreed upon. 

Nothi ng was stated det'lni tely "s ~o Argent i na' s part or 
the b~reain but t he following were ~cntioned: a t rade agree­
ment , non-elscr1m1natory treatment of Ar.erican exports , possible 
military cooperation as to bases, cooperation as to fore ign 
ool l cy and to su~ erslve act1vitiea. 
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1. Pe}l• r nguii'!Ppta 1a liQ. 

An•nM M Jill bt Mort. j,n btr tra4t Bt,h tDt : xabr• ow 
99 trtd• and ••nio• aocount to tbt extent ot teo mill --• -'I'rr'" 
UOft of 4qllir tXObtD'' • -- ___ oa to 1100 •11-

(a) TA4t !:l.th tm • 7 qhtpgt &l'!M • 

Tbo !ollowi.oe table io baaed on t.ho boot utill&teo llbicb c 
now be ude u to ArgentiDe ezporto !or 1941 and UI>O" the Argentine an 
oatill&to o! tho exte1>t to wbicb tho;r can cut their ~rto The 
sulaitted fi&ureo obow1.ng thet 1! neceoaaey tbo;r can cut their ~,: 
to $)00 llilllon !or 1941 aa c~recl witb $.41)0 111llion at current 
141YWI I 

Elq)orto to blporto !rca De!icit 1n ,,ee• 
(In 111llions of dolllro) 

11h1ted State• t9Q. $120 $.30 

Canada 5 5 

Total $95 $12S $30 

Other J.Mrlcan Repo>bllca $3S • 45 $10 

Tbo total oxc••• ot iot>Ortl requiriDC <k>lllr ...,b.IJic• 11 
ootl.atecl. to be about $40 111lllon tor 1941• Tb1l aotill&te 11, it 
... t be e.pbuioed, baaed upon tho &aSUIIPtiOD tbat Argentine iot>Ortl 
will kaop to tho _, n< •• 11.,.1 o! $)00 111llion 1114 tbat exports to 
the UDited Stateo 11111 1nereao• abollt 10 porc111t abo.,. the current 
1 ... 11. Tbo .&.rsutille otatoaolllt tbat tho)' oro c01111dor1Dc cnattinc 
their iot>Ortl !rca tho 1940 11 ... 1 b)' about 25 porc..,t 1D 'nl• 
-to to o cut 1D Tol- o! iot>Ortl b)' porllopt 35 porc111t. 

Sbould. .&.rgontiDO obtain o ..Uor .-nt or ~rte rrca 
Gr .. t BrltaiD tban eba anticipotao, obo m&bt ba.,. to ineroaae bor 
~rto o! oWUar artioloa !rca the United Statal and other plecoo , 
It tb1o ohould. pron poaeiblo, tho ~cit 1D <k>llar oxo:bonl• wwl4 
be bi«Mr tbaD the $40 111lllon eotill&ted &bon • 

(b) InDt iblt u = to tree !Mbenl' arty . 

,lcoord11111 to .&.rgontine ootl.ato• (llbicb o1roo with onre) , 
~Dte OD 1.DT111ble i teu to tbO United Stot&l 1D 1941 w1ll ~ 
to ••• ••• • •• • .• . • .• •.•• .• • •.•• $40 w1

111
oe• 

• 

-
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1M•• are apllt 1nto app.....O.t.q S20 .uJ.1 
put>Uc debt aD4 S20 .uJ.iCII tor return Oil rioo !~r iat.raat en tba 
otbar tiJI&DCial eemc... p .. a .. ia-.eawnta -

'!'he AractiJie belance on 1nruibl i t 
exchange c011ntriea 1a not~ but tbie ~~-t~~l\ other tree 
.. ol\ ,..¢tude. • no "" an itu ot 

total dollar pahang! actu•l J y required. 

(c) Trtd! witb !lOJl::!reo !'Ww!gt Hllf• 

Alt.bou&b Arpntlna 1a 'balance ot ~ta with no....tree 
oxcbance u.u doea not 'be&r dirtetq 011 tba question or bar curront 
dollar exclw>ge ntede, t he7 art or 1nttreat 1n connection witb tbe 
breeder problta and tberotoro are (1-..n below: 

Qur tstiatta or tba tradl s i tUAti on with no~froe exchlll&O 
aroao ia ahown in the tollowin& tablot 

Araentint ~rta and Iaporta t or 1941 

Balance 

(lllll1on.a or doll&ro) 

Ollited Ki.ngdca 

QtMr EUropeen and 
AaiatiC COWitriu 

- 10 

(d) t ot&l uqh•QU ooGtion with "9Q=tt'!! txcM•e &reM• 

With ll&inttnanc• ot pay~~enta on in-.loihlt i~ to Groat 
Brit ain and S'llitaerland .-mt.in8 to the equinlent ot $60 .UUon 
anmaall 7, ~ntlna will han, under tairl 7 a nero eurttilatnt or 
iapcrta, a et.rlin& surplus witb Great Britain on trtde account or 
$70 llill.ion and a deficit on trade account with other count rieo ot 
the equi.,al ent ot $10 .UUon. Therotora, in the no....tro• exch&nl:e 
area u a whole Ara~Dtlna • 7 be elq)ICted in 1941 to balance ber 

international ~nta. 
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Argyt.ip• lltciMtt of PeJJ •r leudreeot• 

!b1o t1pN ot tiiO IIU.UOD 1a n~~ 1- t bu tbe 

Arpntiae e1t1aate ot tl60 111llion, '!'be 41eorei'U07 beW.c tile 

Ar&eDtiM 1M OllJ' .. u..te uie• tr .. tba t~et tbat tile .t.ractiM 

11tia&te ia 'bueol UJ>Oil .., ....-...ptiora of e<XpOrtl to the Ua1te4 Statll 

at tbe bnl of appro:daately t60 aillioo, 11hereu Araentiao aport. 

to tile Ua1te4 Statee are 01lJTOD~ rwm1Aa et teo a1llion, u4 ... 

11tSMte t'- et. t90 111llloa tor 1941, l'llrt.bezw:>re, tba AraetiDo 

fiauro ia 'bueol oa an eetiaato of illporta tr.. tbe u. s, of $1." 

alllion, w1Mreu tbeil' JIZ"'PPOM ev.ta recl.uce tbea to $1.20 llillion, 

Arceotiu• • e>q>orta to tbe cloUar exclwlae areu ban been 

incr.Ueol - tbe lnel of 191,0 fOlr the follCMiDg reUODII 

1 , 't1ll UDiteol Stat • 4ef1Mo program 1e likely to inoreuo 

tbe ~>at1..W. iDe- 1a tile Ua1te4 Statee allll ruul.t iD lar&er ell­

uowut iJiporta. 

2, It 1a elao le&diD& to 871'te.tio effort. to increue illlportl 

of ltr&teaio 1114 otber ecaroe eo.oclitiee tr.. the W11tero lleaiapbere, 

), Ars•tiaa bonllt 1a pq1J1c .,re att.eDtiOD to tile UDitecl 

Stat.. urket an<l u;r be expeoteol to <lnelop •oae now trade berl, 

Copclvtop • •••M•' •nv t15D11r p•tf ot Anst1.• tor 19A. 

'l'be coDCl.uioG reaobe<l iD the aboYe e~tiaatee 1a tbat J.ra•tina'a 

noeol for <Iollar ucllm&• will be MO :1ll1 • 4N1all9A• !Nde­

aarrtce JI&1MIIW to tile 1101>-tr" eabuce ar ... rill •~tel7 

balaDCe - n• 1t t bq c1o 110t balance, there will be DO noeol for 

dollar ucllm&e oo ICeow>t of t-o tranaactiou. 

a-e it 11 41ft1e11l.t to 11tiute aecureteJ.:T ira&t1u1
1 l:q>Ortl 

111<1 ilq)orta with 4ollal' UlCbaD&e areu, U 1a bllt to UdDI< of 

Ar&ut.1Da•a 4ol.lar requir•uW tor 1941 u "'!' iA tM "'sNpqrbpod 

ot MO n1llie t.o 500 r'JJ1clh ot ooue• it the AriC\iM •ttaat. of 

tile -t t.o ldUoh tiMi7' Clll re~tr1et 1aporll 1a •- to ben bee 

..., ... 1 ... 1~ optial1at1a, tile ohort.aae of dollar u:cbaa&• M1 be -ll 

h1pc \he IIJO w11Hoe to f).OO eUHQIII, 
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(a ) 9ol4 '" f'"'p Wb'Ca 

hr an· ~Win ia e1ll SGM) 

Ool4 at~ • ••••••• ••••••••• ••• 
Ool4 abrot4••••••• ••••••••••• ••\• 
0Ql4 1D ~1t ••••••••• ••••••• •• 
rree toreila oeaz.-a~ ........... . 
Bloct.d eterlia&••••••••••••••••• 
Blooke4 tranoe •••••• ••••••••••••• 
BloGkeA .arka •••••••••••••••••••• 

Ot wb1olil 
Ill \be bal.ano• ·-t of \be C•vel ........................... : .. 
Not 1Jlolll4ecl :ill 1M ~~ obee\ 

ot tbe c .. tral Jaak, ••••••••••• 

1,096 )26 
ao2 EO 
16 4 
47 l.4 
8) 25 
21 6 

~ ~ 
1,353 

U7 

• look nl:cae et aol4 at - 11&1 ~ ocwuerW tato dollar~ at 
tbo otficd&l. W;J1ac rete ot _..,11• 
tM bleeltl4 tot'Cp _h.,.. s.. nrreaU;r ot 110 ue 1a -u. ~ 

doll~ 1 rt '"1'1 probl.- •4 t-.o \oW la111aol twep -IIUCI (1)2 
lllll101l) 11 bl1ac r apUq r...., 1a t.M .,_ _. 11ttl.-tl 10 tat t.Mrl 
11 appuoetJT 11\U. .... oe \11111&111 .t \1M .....-nat a1-Uoe to"''-'' 
to wrk oet ...,. ot oewrt1a1 \1111 bl~ e=•c• 1atl trw --1'1· 
!Ill Britil~>o.Vs-tial acJI n t will 1'ar\MNON -'<• it paea1b1e tor tM 
Arc•ta. to ... till blookld oterl.111. 1t GT, *ioh t.llq will .,._,,'" 
ill r•tr11Uoe ot tb.sr - e.-rit.1•· 

lallt.rM\111C 'bl.ool<l4 toreip -IIPC• troe tbo to~, .lJ'IGU.. ,..._ .. .,prnr'·~ ~ .uu.oa 1a ao14 Ul4 trw torai• o..,..._1., ot wbiU tm 
ldll.iOD 11 1a colA. Arc-tiM wt. iwtiP t100 musoa to llll.ftll. etetolto1'7 

rll-~·· 
(~) ¥••21" w•w •I rm!P W'dM•• 

II W.-tioe 11 _.,..,, • .lJ'IGtUoa Ml41•• et ~ -
r1t111, part.1Al&rl.7 ...u.- • ..nu., -~ .. '"-' t If •• ,.. , .... 
11 \llat .... aN.,..,," ..... 
fiWU.f lla U 7 I t, lltwl.liell et 111111 ....... ,._....,.. 
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•cn!tll ----

•• peul, ,..,.. 
tiM .t.ra•U.. telept.ia llu ,._ue4 a o\a~ • u.u 

.w.e11s w ,. ... _ ~ w-t.1a 1adioatee ~t. ..a.\ 

~~~t.iYW~ M ~~~·~.~~,11-, ft 11$ "•aU. elf 

·~_.,. are -. ... - - ..,._ ~.at., elootrlft.o&U., 

_.,~t. of •ter ,.._., ~ *"'l..,...t of llodutria to ,......o ..... 

tor ••tea llaCel*ft GpWtaJ t.lle ~t of ,_...trl .. to,..,...., 

&00011 ftllr-- 4,-aqlitoa wld.ch-- 1lllporW. !IM1r ""7 ~ 

&lid tall\at.i't'O •Uato. Of tiM -t. elf oapl.tal 'llldch tho7 -u ... ... 
cooaU UO O'fll' tiM lldt t._ )'OU'II 1a lleW.C tl50 to t;100 eUll • ftllr 

1...-tca clftol#J t., a alletut1al. portiA~~~ ot ~ pooa1~ ~ -

t.b1r<l to --llalf, -u lie .... tilt 1aipor1lo ~ ~ llalteol lt.t.ee. 

Ia tiM tl.nt ~· of -. raoll ~tal JII'OP'W tMro 1a 

aoeol t• iMrou• ~. put.iRlal'q of -ld.Jierr ud r.- aterialo, 

Ii 1a t.lle c-- • ~ .tMri.u oiM ~t raoll a ~tal JII'OP'W 

cooaU DOt renlt 1a a Do\ ... roue 1D -~ iloporW 1a _, porlod 

ahor\ar t ha tln JOU'II• ( llu'U& t ile flY~ poriocl tbaft -u, of 

cov.o, be • iMrouo of 1aperta • Ml ' of tho ~tal ,........) 

b. IM\ IE! SM 'b'M" ot •U'ttl Art• H tM J==t''' FiM 

tM "'$ t• DMI' 

Ia ~ J'eu'll .t.zoaeetS.a ..... to ncaho awa rl•t.&q 150 

_,, ,_ poooa tor iaYWtua\ 1D tiM uc•tSao· lat. w.. aout ... "-

1'1r1ul.l:T wl.pot •' u a -0\- of t.11e ears.- _....,. 411ftldU. 

of tiM poet fw J'eu'll• Na lMt .,oar, ...._. .. , llle nool.ftll pnbMJ tr. 

tl5 to 125 ,PlliM poo. of...,..._ oapltal,- of it tloo1D$....,. 1M 

- elf 1t flH'"'I tiM 1111W lttat.ee 1a lOU' of 'Dloold"'le 

1o 1Ms .. uc•u.•, -buc• plotat 1oo1o1 • w • u •n 
1a tile -' fw )'OU'II - .we -1a- 1a paW, .,... 11 11\\lo poo­

o1bl.l11;J U.t )rift'- upital w1n Melt iaYW._\ 1a ~ 

It, .. • •• ..,......... - ... Sirlac to • ~~ ... ia­

.... tor a roua.alll.o u..,._o of -IIUCO otaiiU11;J ud .b I • ~ -

obup ,...trUU.., 1t 1a Do\ n"kNJ that ..,.,.. tho -" tw :r-n tr. 

125 to IUJO .W.ia of Jl'lftW Mpi tal _, tlw to ~ ......... fto 

OOOipOI'Itia of tiM Uld.W 1\at. foft1p ..... CGoatnl ..U ott•\ *-\ 

~--.-... 

!lrtMa:q ~--
1111.\'SAa of llaa-'&17 --••oil. 
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7. lip! lW rill tbt 4IAci\ 1p Mll er RFWp 99l'j••! 

!!~~~~~~~~i!;i~~!war!~~!co~at~U.~ed~,i!&ad~iGID!f~~~~~r!o~~~ .... 
1.o tM ..,...,t ot PM" '117 e\r&eDtiDa' o purobaoill& hoa larope tbe IOOdo wbiell 

obe now t.t• tN>a tbe 17Ditecl Stot.. 

U S. belieYed that tbo ArallltiDe d.t1c1t oo dollar ux:hall&o tor 1942 

and poooibl7 tor eubto~ont :r-s will be u poeat or larc.r thaD tbet -

t.1aatl4 tar 1941. Tile reuou tor tbia are the !ollowill&t 

a. In tile eYeDt tbe war OGiltl.nll•, Ar11et1Da rill o ... ttn ... to 

blrro tM otclill& proo...SO o! ber export. to Or•t Britoie 

blocked u a ....W.t ot bor clMJ"iJJa acr••ent with JDcl&ad 
and abe will cootl.nllo to t1Dcl 1\ uo••U7 to t.port &OOdo 

tN>a tho Dai\ell Stot. rat.W t.bu r ... ID&JoM. Ill rut 

u ar ..,.. oa Ara111tina rill be oblo to iooport l•o too. 

tbe Dn1 ted lilocda. 

b. In \be ..,...,, \bot peeco ooova with oitber a Go~ or 

Britub Tiotory, 1\ S. aot. lilt~ that tbe otorUac proc.U 

ot Ar&IDtiDe aporto to loropeon c..,tiDent will be unbloolllod 

to orq coaaiclerobl• en-t. S... ~-ta tor dollar ... 

chan&• will ~ be l•oeDecl 1Dootar u obe io able to ob­

toJ.Jl tN>a l1aropMA coutrl• c.....Uti• wbicb 1n tbe 1ntoria 

ohe bu t011114 1t. nec•IU7 to t.port oo.. tho 11111\ell Stow. 

l'ith retarD of peeco Ar&etlno'o dQ1lar ~to cCIIl.cl OIIJ.;f be 

Mt 1t Ar&ctia clrut.1col.l7 cnart.oUecl aport.& too. tho lhd.\14 Stow ..cl 

1t tho coDtiDeat. ot ....,,. u 1n a poo1t1oe to nppl7 t.booee illport. • 

• 
The .. tiooltee ot dollar cl.t1c1t r.&DD1D& at tho leYol. of tsO •' u , .., 

oro booed ca a ar•t. redlact.i.., 1n AraootiDo'• iooport.. tb1o reclllct.ioD 
could be ainto1necl tor a Jlal' or t.o, bolt o1nco it iDol..._ oborp cut.& 1D 

iooport.o Ulto cart~ IPd aartc-.ltoarol t.pl-to it ooulcl not be ao1Dto1Docl 

ovar a lGiliW poriocl wi-t iapodrlAI ArlllltiDo'o lOci obilll;r to 

aport. 
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s. Poaeible M!tl!ocla ot M!i•"D!• 

1 . lncl"!f!ed RriYtt! P!ll"CbatH frcp tM Arctnti¥ 

1'be onl,y po .. ib111 ty or Pro.>tin& increuocl P\IJ'Chu .. d 

the next couple ot ~an troa the Argentine 1a throul!h a trocl llJ1Jic 

'l'lle Trado .&gre-nte C..Uttoo i.e etud11ng tho poeeibillty ot't~:-ent. 

concoaaiona, 10- ot wbich are iaportant, Tbon 1a a possl.b1lit or 

eOJM concoosiono boing lllado on cannod aoats and na:ueod, Tho ~­

two ot a~ probable increaao in t roclo 1e loea than $10 a1lllon a 7'&1'• 

2 , Purchaaaa br tho U, S. 0o'f!rnaent ot .Ar!tontine surplusea, 

A f ew ot the Argentine surplua co111110d1tiee ma,y be saleable to 

the U. S. Oo,.,..nt tor stockpile or dotonae oeoc1a. But aaide troa 

wool of wbicb a ~JUrplua or $20 llillion ie now aT&ilable and where the 

trade proapecte are coo<!, and llnaeed with a oiU'plua ot &30 111ll1on and 

11here the prmpecte are b.d, the total nlue of the product& tbat tho 

Un1tocl States migbt acquin would scarcely U\Ount to more than 

$10 a1llion to $20 a1llion. 

3 • Loans !roll the E!port-I.aport Bank 

Two types ot loana from the Export-Import Bonk can be aade. 

One tor tho purpooo of p,._,ting long- tara productive project&, and the 

other to enable tbo Argen1.1no to iaport nwoerous categories or •roband1•• 
during the e110rgenoy period tbat abe migllt otbor'lfioe be forcocl to do without. 

The proceoda ot a donlop..otal loan would be spent largely in 

the 'lostom a.iAipbaro and 1101114 be uaod tor project& .. tually agreed 

upon, Sllch a loan woulci be doaiCJ*I to Ml<o tho Argon1.1no OCODOIIF 1 .. 1 

dependent on thot ot l!llropo. It would, howTOr, ll&ke only a partial 

contribution to tboir dollar ....,~ doticit, because .ost ot t he tanda 

would be epont on iaporte !roa the UDitocl States additional to tho .. 

which tbe7 are now tek1nC • 

'!'be second t1Jl0 ot loan -..14 bo one lUIIe tor the poupoao ot 

parllittill& the .t.rpn1.1no to baTO a bii!IMr loTal ot "-rta tball would 

otborwiao be pouiblo dllri"' tbo _rg.,..,. period without nbjocting her 

to "rioua clraiDII ot rold. 111o11g1> the cbaraoter ot tbio loan boare ocae 

•1111lar1tioe with tho Stabilisation oporationo d .. oribod bol.,.., thoro 

1e at leut one e1gn1ticant dittoronco which appoare to juatity lllllc1ng 

a diatinction botwen tho t110 t1J>08 or loane. .l 10110 fi'Oil tho ll:q>ort­

blport Bank coulci boar a pooater riak thon the oparot1ono cioacribod bo~ 

and would therefore boar a hi«her rate ot interest. Proraa&bly it woulci 

bo Mdo witboa.t the prantne proTidocl tor with the etobillut1on 

operation& deecribod bol.ow. 

'l'rea .. ry~\ 
D1 T1a1on or l!onetary Research 

• 
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4. !tet','Htie 9eere''m 

(a) OoaruW. t4 l'ep'G'ebaM at. ov pwollaM pr1...-,. 
C..tnl IIUit fill Ar...,Ua ad tldclltl..-1 ~ 

&... tM .ar.-u. 0..-t, ~ 1A tho l&ttar 

oaeo 1A tho r- ot qMI.al boDla. 

( ,.) PledcSIIc 8DCl -&l'khc 1a ._ llll'lr: at that pertl.c 

at u.a aold 1a - at 1..-1 111.sa. raq..sr-t. 

p1.u ....... aold .. -u ba ~ \0 ba uad \0 npJMt 

tho paao. 'l'bie tJPO at oallat.lll'al 1a -.. 1oaat. eaUa­

f"'-7 trc~UJ'..U•'• poiAt.-ot--.1 .. Uld w.lcl ba­

u.-. ~ JlftbalilT ba J'OHDWt \0 C1W tu.lldl U tM1 

001114 Dot Me\ &Old plodpd M ,_n at ~ J'OOU IWo 

Ia ottoot, -.. pla4ciac at •ld ~ law Olll.J .u~ 

adftatape CWIII' -.. utooal Mla Uld - ot aold 81111 -

t4 aold liT Ar.-U.. withovt 1.D't'Ol.'f1DC *t1 ap~ 

onoa.i• at 111'0111t br tlla v.s . 

(a) 

(«) 

A 11011'0 eatl.atao'-7 altiii'MUw tr• .ar.-tua•a peiD­

at-.1• Uld - tut •01114 prolMibl.J llaw lit tle rialr: 1lNa 

ov po1at at '1'1•, wn1d lie tw tlla .ar.-•• GaM a\ 

to acreo to - lleJ' &Old ~oldi.DC• ODlT • a - et 

l'OpW'dl'e1DC tlla paaoe wtld.dl tile -1'1- SWUaat.iaa 

hal -u ..,..,_..., hell "PII'*uiac ..U ~ .... at .­

tsu aa tlla V.S. wOIIl4 roquot, Ia u.at W11J, .ar.-uaa 

cAld 1aehda tlla aold ia Ma- roeu-aa. It ...,.., -.szut. 

.. 001114 -- lr:aop Ul -' t4 111' - --" ia ... 

York ...... to t. - Gal' paao .... d! ... , lid tMt W.U 

8ft ... ~ ...... S...tlll' .. tlla1J' .... -' , ............ 

tlla paeoa, 1.t _001'7, witlltllod.r ,.u ..U -'ita& a 

~. 

fta V.S. aoal4 ~ a\Wliae ia M*ID. fw ........ 

tile -...u- Oaow t ._.,lie I'Oillllnd to rl aua .., 

l'1alr: at 1.- - ~ n.u.. rlrt:H ... 

.Ira up ~Uaa ai .. t ba llllf, .. aa ..UOWiil .....,_. 

,.e1hJe , ... Wh 

n C) Dl ....... 
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TO 

TREASURY DEPARTMENT 

INTER,OFF1CE COMMUNICATION 

Seoretary Uorgenthau 

!Jr. White 

219 

DATe November 27, 194o 

Subject : Proyoanl tor Treasury partio1~tion in economic 
aas at anoe to the Argentine GOvernment 

I r.ould like to submit for consideration the following 
pl a n for promoting stability in the dolla r-Argentine peso 
exohane.e rete. 

1 . United States Treasury t o agree t o purchase during 
19~1 with tunde 1n the Stabilization Fund -- Argentine 
~esoa u9 t o $50 million, the neeoa to be left on deooait 
1n the Central Bank of Argentina. The Central Bank- of 
Argentina would agree to pay interest on those deposita at 
the rate of 1/2 9eroent above t he Federal Reserve Bank of 
Nevo York redlaoount rate. 

The proceeds of (a) any inflows or capital into 
Argentina, (b) or purchases by ths U. s . Government of 
defense stocks from Argentina , and (o) of any arrangements 
made with respect t o military bases involving dollar ex­
penditures in Argentina - - ars all to be used ae soon ae 
nvc.ilable to repurchase pesos held by the Stabl.l1zation 
Fund. 

2. The purchases of Argentine pesos to be made on 
the following condi tions to be agreed unon by the Argentine 
Government: 

(a) The Governn~ent of Argentino. and Central Bank 
ot Argentine u:ree t o repurchase the Argentine 
pesos held by Stabilization Fund (wit h dollars 
or gold) at t he same price pnd in such ~ounts 
and at such times as the Tr encury ehnll request. 
The requirement that }0 daya ' notioe ot a re­
quest to repurchase may be given mi ght be in­
cluded in the arrangement. 

(b) They shall further agr ee to use i ts gold r eserve 
t o repurchase t he pesos if neoeAsary. 

(o) one or all of t he following throe condlt1ons 
may be imposed t o safeguard the repurchase of 
peed' held by the s-.bilir~t1on Fund as tollo .. l 
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(1) The Argentines could be 1ntcrmall 
requested not t o reduce their precent h~ld­
inga of gold on earmark with t he Federal 
Reserve Bank during 19~1 to len than $"" 
mi llion. (They now have about $70 m1ll~n 
on ear mark.) o 

(2) The Argentine Government and Central 
Bank would agree not to d1epoae of gold 
holdings below $300 million eo long ae our 
Stabilization Fund held peaoe except with 
the consent ot the United Stat es Treaeury. 

(3) The Argentine Government would agree 
that during 19~1 tmporta not to exceed a 
rate ot $200 sillion a year would be per­
mitted from countries requiring gold dol­
lara or foreign exchAnge payaente, 

(d) The Argenti ne peso official rat e could be ~egged 
t o the dollar. Thia 18 not an l aportant economic 
advantage but i t would please the u. 5. public. 

3. The legal powers tor auch an undertaking by the 
U, 5. Stabilization Fund exia" A memorandum from Mr. FoleY 
to that effect ia appended. 

~ . I oan find no public etatement made by you which 
i s i ncona i stent with such an undertaking. A copy of 
numerous atatementa you ha•e made beari ng on the use of 
the fund 11 appended, 

5· The rlak ot lose t o t he Stabili zation Fund fro• 
auch an operation would be •ery eaall . Argentina baa 
5 t1mea aa auoh gold available tor the repurchase of 
peaoe aa would be required under the pr opoeal. 8oth the 
Central Bank of Argentina and t he Argentine Oonrt~~~ent 
would suarantee t he repurchase. The credit record of 
the Argentine Go•ernaent ia excellent. The Central Bank 
1e aound and well conducted. The onll' rhk which the 
Stabi l ization Fund would take ln auch an oper~tion ia that 
both the Arsentine Government and the Central Bank would 
deliberatelY retuae to live up to ita agreement deepite 
the fact that their gold aeeete were adequate. EYen in 
that event, adequate protection could be obtained by re­
quiring them to keep on earaark gold 1n the Federal ReaerYe 
Bank of •e• Iork 1n exoeea of our peao boldinga. Such gold 
would not 'be pleqe4 bUt ainoe a uoenu 1e required tor 
withdrawal, the !reaeury could, in effect, protect ita 

1ntereat. 
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6. The United States would aoquire an inatrument with 
which to insure current and conatant cooperation between 
polioieo ot both Governments with reapeot to tore1gn pol1oy 
aubveraive act1v1tiea, trade d1aor1mination, eto. The ' 
baeie tor oloae cooperation between the Treaaur1ea would be 
eatabl1ehed and could provide oppcrtunit1ee tor oollabo­
ration in many ways, some ot them untoreaeen -- aa waa 
the oaae with members ot the Tripartite Accord. 

7• The Argentine Government tor ita part would much 
prater stabilization operation& to a loan beoauee (a) the 
1ntereet coat would be subatantially leea, and (b) the:,' 
could regard our purchase or pesoa not aa a loan but as a 
at ab1lir.at i on operat i on. Their !1nanoial preat1ge would 
not be d1m1niahed by stabilization operations whereas a 
loan makea their t1nano1al atatua appear weaker. 

3 . lben on next June 30 the question ot the existence 
ot the Stnb1li r.at1on Fund ia ra1aed, we would be 1n a much 
atronger position to detend ita reexteneion 1! we could 
point to the atabil1r.at1on arrangements with Argentina aa 
a aample or the kind ot work the Stabilization FUnd waa 
do1og a.nd could do. 

9. It 1s assumed that 1n return tor any economic 
aaaiatanoe g iven by the United States that some qu1d pro 
quo would be obtai ned such aa one or more ot the foll owi ng; 

(a.) No~d1aor1m1.natory treatment to American 
exporters aa determined by State Department nego-
tiations. 

(b) Consummation ot a trade agreeaent nego­
tla.ted by the State Department. 

(o) Acquisition or uae ot military, naYal 
air baaea aa determined by the President. 

(d) Cooperation with us in their control 
ot torei gn r unde. 

(e) Cooperation with t he U. 8. with respect 
to r ore1gn polio7 and h&ndlin& ot aubverai ve 
aot i Yi t i ee. 
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TREASURY DEPARTMENT 

INTI!It OFFICI! COMMUNICATION 

Secret&r7 llorcentbau 

:.tr. Foley 

0",. KoTember 27, 1940. 

lnquir)" baa bMn ada ae to wbetber t b.o tact tb.at tb.e Steb.Ui ... tion Puud 

po!fOrS (Section 10 ot tho Gold Reserve Act or 1934, "" o.mendod) e.xpire June JO, 

1941 preTents the Secretuy ot tbe 'l're&8Ur7 rro. entorinc into an acro...,nt with 

till Argentino Gon...-nt aDd tho Central Bank ot Argentina under which the 

S~bilioation Fund would acquire Argentino pesos aDd the Goveru.ant of Ar&ontina 

( ooald recti,.. United Stat.o dollara in exchan&e a...ar a period or tJ..M, perb.ape 

• year . 'the aeree•nt would alao provide f or tho repurchas e or the peaoa 'qr 

.lrJontina a nd ita Central B&nk with IJnited Statae dollar• or gold at &1\Y tiM 

detondned 117 this eo....,.._nt apon giYinc thirt,r ~s• not ice. 

I beli8Yo that a dollar-peao arrange110nt alo~ ouch lioes can be workod 

out wlUch would be entirel.r le&al doapita t bo e.xpirotion or the atabillsation 

po!f&rs on June JO nut, 

I agree that it would be quite doubtful that a contraot col U~ tor pur­

chases attar Juno 30, 1941 of peeos with dollars would be legal, since it would 

be diff ioult to M:T that ouch a contract waa •authorised b7 law• or "under an 

appropriation adeqw.te to ita tultill.Mnt• . (R.S • .37:32, as .... nded - u.s.c. Title 

41, sec. U ) 

However, a valid contract accOII(>liabing tha - purpoaea could be dran 

{ uong either of tha rol.lowing linea: 

(1) Tbo StabUisation P'und, troa tiM to tiM between ..,. aDd June JO, 

1941, could purchaaa the total. t.IIOUDt of peooo qraed on, •kine pq•nt therefor 

In dollars at tha st1pulatad rate. TU peaoa purchaJied would be aot "'' in a.n 

account on the hooka of the Central B&nk or Argentina to tho credit ot our 

S~bllioation P'und. r.;,-nt tor t ba pesos would be IIOde b7 eotohllllhing •n 

oquiYel.ont dollar credit 1A faYor ot the Arcentine Ga...ar.-nt or ita Central 

Bank in an accoUDt on tha bookl of tbo Federd Rourro Bank ot - Iork. Title 

to tho dollara aDd title to the poao1 would iaMdiatel,r pass to the GovernMnt 

of Argentina and to toe eo.......-nt of the United Statea, roapectivel;r. Tba 

C..or-nt of Ara...tina would llil'OO• bowoYer, that dollar• would ol>l;r be with­

drawn trua the account 1A ita !&Yt:lr on the bookl or the Federal Rol&l"fO Bank in 

f ixed waekJ;r or -tbl;r -to over tho o__,ear pariod. Tile ~nt would 

also provide that .,.- att.llpted withdrawal ot dollars 'to- Argentina 1D excooe of the 

"CHad aa:>\lllt WOIIld Jil& laQ1Q co•tltuta a datault llllder tba au-nt oblJ.i&tinl! 

Argentina •m diatol,r to Npurchaae all of tha pt80I bald 'qr tbe StabillsatloA 

Fund, aDd au\hor1ai.DI tho Federal J!oaeno Bank to retain the balsllce of tbo dollar 

accoUDt oD it. boota &DIS applJ' 1t 1n l.iquidatlon of tha repurchase b7 Argentino. 

or the palo •• 

• 

• 
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SUch an arrangeoaent •ould be legal, since it constitutes an out­
r tent purchllae by the Stabllization Fund prior to the expirati on or t~e 
po.ors ard tit l e to the dollars will have vested 1n Argentina ~lately 
u;><>n such purchase, even t hough Argentin~ ll&l'e•• to l im1ted withdrawals 
over • period o.f ti.,e extending beyond June 30 , l 94l . Moreover , the fact 
thot ArgontiM hae a n obligation upon request to ropurcheao the pesos with 
dol l.uro art~r Juno 30, l94l does not affect t he validi ty of the contract. 
:io far as t ne Unit.,d Stat es a nd t he Stabilizat ion Fund nro concerned, the 
ro mrchaae of the pes os with dollars constitutes ••••·ely tho liquidat ion of 
cerU.in assete of tho Stabllization Fund. Even if the Steblliza tion Fund 
~"<:>ires on J uno JO, l 94l, t he liquidation of i ta ussets is pera iaoible , 
U1•t is , it would be entirely proper for the Sect·etar.r of the T~easury 
aft,er June 30, l94l to liquidate aey foreign curr·eney held w the Fund and 
co• •,. t'le dollar proceeds inw t!le ·rreaaury . CongroSI did not intend that 
U;>On t..'>e tera1:14tion of the Stsblliu.tion Fund powora foreign currencies 
held by the Fund s hould be retained . 'the liquidation ot the usets of the 
StebUiution Fund on its terainstion is co-.-able to the l iouldat ion o! 
t'te a'"!aira of a corporation upon its terai~tion, end in both instances 
t1ere ls l~al aut hority to cany out such liquidation. Cf . (1900) 2) Op • 
• tty.fen. 163. 'the Opl llion.s of the Attor""f Cenorn.l and of the Co"!'troller 
0~ t e '!'r&aDUI)' Cited below clearly indicate the existence of authori ty to 
li~ul<!Ate after t he expiration date or an appropriation contract s and other 
ktns01ct1ons properly entered i nto during the lifo of t he appropriation. 
$inco roroign currencies held by the Stabilization Fund at the date of its 
m:;>iration IIIII,Y be oold 1n l iquidati on, there ia no local objection to 
c"t•rln& into a contrac t pri or to the dat e of tho expirati on of t he 
StabU1Z<lt1on t'und whi ch wouJ,d asnure the !'wld or a custolllDr for a ?'ll"ti­
culill' tore~n currency held by t he Fund . 't hia :,i nd or "irceQent would 
"??""'" t o be not on!¥ legal, but prudent. 

(2) Alternative~ , the Secret&Jy of the ·rreasUI)' could ac~uire the 
esos <'ro:1 Argentina before the expi:"ation or t he Stobi:izat ion Fund and 

.,.,. ~nt for auch pesos over a ;><>riod or a year oxt.endin!; beyolld .Tune JO, 
19.U. In caeea in r.hich officers of t~e GoverrDOnt. have sought, after the 
enirati on date or an approprioltion~ to u.se #unds covered by such appropria­
tiOn .~or the purpose or ,yine ror purehaseo ~roperl.r 1111de dw-~ toe li!'e 
o~ t~e np~ropriation or otherrlse w liquidate controcts mde during the 
lFe of ai.:h appropriation, the attorney Generol a nd t he Co10ptroller of the 
Treuury han hold that the appropriation 1n queetion "".:/ be u.sed. (18'77) 
15 Op . Atty . Gen. 357; (1920) 32 Op . Atty . Gen. 3S9; (1901) g Co~~p. Dec . 
:46. Attorney Cenoral Charle s Devens , in the opinion 1n 15 Op. Atty. Ge n. 
)57, held that for two years after t he expiration of an appropriation, the 
unexpended and unobliga ted por t i on of the approprlJltion could be used to lliC&t 
ooMJ.t. .. ents properl,y .,..de during t he exist anee of tho a ppropriation. 
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=~~ ~: :C£t;!!.fll!IM3!1i"" conf!mc•. 

I ban nenr te).t that the otetd.l1u.tion tun:! '11115 d.e&l.sn-4 to 

oam -.atJI'1• 'le ban Ul'llecl *>lllt1 and a lot of -· bolt 1 ban 
nonr felt that tllat -.u tba 1J11%'P91e of 1t alld I atill f Ml u.at tha 

atobil1sat1on tw:ld, u 1oac u I • ban alld trustee ot 1t I • coin& 
to guard 1t 'ld.th the laat bnat.h 1n rt:t 't>o<17 aaa1nat aCM urironaMn 
-rgenc7, But to uae up that 110ne:y now when there 1a no ••rgency 
and no p&rt1cu.lar J'lll'POal woul.d aeem to • IUTI1se, That 1s there for 
sea. national cr1a1a or eaergency which I don' t see tod.e:y and I don't 
"" 1t on tba bor1aoo, bolt 1t 1a then alld 1n t.h15 cruy ...,rl4 the 

u.ntoreaeen and the :U;poaa1ble 1a bappeoinc enry day and that .aD8y 
1a there and I feel ~naa d1d • the ana-t honor to Mke • the 
truotee tor that tlmd. I aa still so1nc to suard 1t. uretully alld 

not uae 1t when there 1e no national eMrgency , 

Q, '101114 you then, Kr. Secretary, ban any objection 1n prlncip&l 

to Consnu, -eicb eet up tba t rut tw:ld, by its own 1n1tiatin <1.­

creuina tho aiae of tbe tw:ld alld t1lnl1n& 1t 1nto the aeneral t'Cind tor 

uae tor these other J'lll'POaeat 

1.. I bel1ne tba -t senaibls tb1na 1a to lean tba etabillsat1on 
t'Cind alone. 11"" it ia thOI!J -.. baYe auard.ecl it; w baYa been fortunate 
el!Oilil> to ban it 1ncreuecl slightly alld I repeat that 1n tb1a eraay 
110rld the u.. M:f .... 'libel! .. a&;f aet down on 00>1' lmeea and be 

tbanlctiiJ. tor the tact that it 1a there a«a1nat sDMtb1n8 I don't "" 
now but 11h.ioh M:f happen. '!'bare 1s no need to use that 1nataad to 
cire\IIP8l\t the debt lill1t or anytbina lilce u.at. Attar all, France 
held on to ite gold - the Bank or France - until reoantly and they 
rasiatecl all aiJIUar pressure to take the gold away trooa tbe Bank of 
France, I t 11 there alld I aa sure they were nry pleuecl that they 
bad 1t tban to uae it at th1a tiM. 
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onl7 biLl tb1a .tlmd not been uoed tor that pnrpose, bat .,. ban 
scrupulous~ a't'Oi4ed, to uoo the llllrkat tara, ~ ban nnar attnpted 
to • rig" the Oon~nt u>"ket because I ban !elt it w40 wnd.ae. 
}J¥1 we have nen>; used lrll! ot our -.arl.ouo uuat tundll other than to 
invest them aa wisely ae we thought possible . .u you ....,. know we 
are CU3todi.ana tor eome ifl different trust tunda. In those ru:.u 
we have three ...., on<Hlalt to tour b1llion dollua' worth o! aecur1t1es. 

And I am ••"7 haPP7 that tboae trust tlmda are worth .,re t.ocl*1 than 

the t1lle at which we bouaht the securities. But we .,.,.. never gone 
into the market to support en issue 8J1d we han neTer atte:oopted more 
than to stabilise the market, in that we try to bay When the OoYem­
ment bonds o.re down. We don ' t try to baY 'llben they are at the l>.ighaat . 
But we h&Ye been very, very caretul, to uae the market term, not to 
•rig• the aarl<et. .ln4 u l4og aa I a Secretary o! tba Tr&IJ!Ul'7 

I nenr will. 

JIR, ANDRESEN. Or hu a>y of th1a J20010001000 bean uaed to attaot 
dollar excbanga credit tor any foreign power or group or 1nd1'ddualo 

in other oountr1aa? 

SECIIEURI lllRGBIITIW1. llo . -..t we try to do, air, 11 u I 11:/1 

the purpoae ot tb1a !Wid. 1e in order to l<Mp the w!nlwn• ot tluetu&­
tiona in the dollar . And I th1nl< we hue done it. So that the dollar 

today ia, or ranks, aa tho moat stable currency in the worl4. And all 
ot our et!orta are directed toward that end. I do not !eel it i s rq 
duty to assist other countries to a ttain that end.. But under the eo­
called Tripartite Agre•ent "" do otter them certain tachnical II&Chinary 
so that they can, with their own 80D"11 stah1l1 .. the dollar, the 
pound., tba guil4er, Swill tnnc, or tba Bol.gi&n franc, but al'D,}11 with 

their own 110ne7. . . . . . . . . . 
JIR. ANDRESEN. .u I understand it, then, under no oiroumstancea 

is any of this tlmd used to gin aid directly to the Britieb Covem-

118llt to atoM Usa their .,,.,. or their pound sterl1ngt 

JIR, JCIIOICE, That 1101\"1 is not boin& uaecl by the freiJIUl'7 ! or 

that purpose . 

1111 • .umRESEII. na. .Lnd. we bear a aood ...,,. rourlla ada ~out 
tho activities o! the t roUU!'J and other aaanci• o! the Oon...-at, 
and. I .....,t to aak 1'J'I1 tbia• In coD118Ct10n with the atab1l1aat1on tlmd, 

baa any ot tho stabilisation toDd been uoed in any -r to !1n&DCO 

• foreign son~nt in the pa.rchul or ...... nte or any other ..... 

•llPPll•at 

• 
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And I w1ll &MWr turf.ller • .U 1aaa u I • Seoretuy ot t.he 
and U lOCII! U COJICftll giTM • tbat rMpoM1'bUit7 th ~ 
I anawrecl ~oterdaT to it before tba a.uto c.-it~ !n.s~~ •• 
l1lte thl prhile&e o! aDIIWrillg bare &&lin . I! ,.. e'N~ beo.- iaYol'Nd 
ill an:r wer, I ...,u14 ocaa to tb18 cc.ittee, &lid to tba oo.ittee before 
the S.nate, aDd uk !or gu14alloo 1114 d.ireotiou ae to bow I eboald -
®ot a;pel! 111 relat1011 to tba otabUiution twld. 

1111. AIIDRISIII. '!'bin ihie twld, !rca TOU aDIIWr 1a to tba .Ueot 
t.ll&t it 11 not uld. 111 1117 aDD~r u part o! the !o~l.cn pollq ot 
tb1a Oo'N~ with re!eriiiCo to fti>Pl71Ac -.r IIIPPlill to an:r other 
eOUDtr7f 

S!l:Urm IIBJBIII'JWJ, Jlr, ~-. W.r ooth, it 1a not 
u.secl tbat 'R7, cl1roctl;f or 1.lld1rlcU7 • 

1111. JJIIIII!SDI . lloW let • tllrll jut !or a !n quoationa with 
reference to t.he &old ll&ttlr wbich 1a uP bef ore the ....S.ttee. 

S!l:RETARI WROEm'IWJ {oonUm1nl)• O!!er illforaation, boeaus• I 

&lao read the newpapere? 

Ill! • .ANDRESEII . I - glecl to baTe it. 

SBCRETARI IIOBQIImiAIJ. Ill e.,_tion 111 th tba eo-called Freach 
pl&Dea, tho Frmoh are ~ oub. The - 7 1a pro'ficlecl ill their 
budcet. 1'he7 are us1lli tbe - uchil>lrr ao Jl'n&lancl 1a ... 1ng, ...-17, 
tba7 lllthoriu tbe BaDic o! Free• to 1>17 011 preeentotioo ot eert1f1eatll 

of tba ll&llu.!actarere to the Feclorol Bt11rn BaDic ot .., Iorlt. !be _.otactarer 
o! the plaDea w1ll 1nd1e&te 011 that eerti!iceto tbat ha hal N"'•'*' 
1 0 _,- plan.. . And tbe ...,ey 1a on clepooit, or w1ll be oa cMpoeit 
ill tbe !'eclerol lollr'N Btllic o! lift Iorl<, to •et t.bole J>l7ll&lltl• And 
tbat 1a the uact -r i11'11111eh EDclelll .. be7illl pl.IDN !>ere. And 
I WOIIlcl lllte &lao to lldd, 1! I -.y ~lunteer, in eo !or 11 tba 
.Jobnaon .lot 11 -•rnecl, I • in beortT •JIIP&thT with the J~ 
.lot. And 11 10111 11 I a S.oreterr ot the TreoaurT I wlll not posit 
u:r oountrr tbat - ... one clollor to bl'llk ill u:r 'R7 the la1r or 
the epirit o! tho Jobnaon &ct . And I 11111 defend tbat j1lat u lGal 
ao I .. tb&re. 1'bere han b- ooceo1olll 'lllioh countri .. ha'N attoot>tecl 
to o~t the Jolm80D .lot and I ba'N retiLIId to let th• do ito 

Regraded Uclassified



-4 -

l!}!ntiOD of St.lbillytiog bJid tpd Pp!m. Its • 
i''r1¥ Btfol'! tbt C '"" oa Cg'M''· !!J.clrt.t tpsl MIMUJ'!t 
1!99'' of Mpnptptft.i.Dt March J. 19]9. PUtt 58, '77=78. 80 

JIR. REID. llr. Secr.t&r7, lut welt 11ben :rw ,..,. bare 11 I l 
recall, :rw otaW tb&t in cue of war, ao tar u tb& ~ni.tratioa '• 
atab1liaat1on tw>d 'IIU oo~~eemed., )'Oil 110uld. teal it to ba fOUl' dut:r 
to cou to tba Ooncraos ond uk adrlco and. ideu u to bow tb1o .fW>d 
abould. ba adldniatared. 

SIX:RETAJIY lllRGEIIl'lllU. '!'bat ia ri&:hte 

JIR. REID. I tii1Dk that aftey .-tier ot t.b1a cooa1 ttee bu 
coatidonca in 1f1Qr integrity aDd :rwr cood faith . 

SECREUIII loDIIODiTIWJ, I thank ;rw tor tbat Ita-. 

llr· Seoret&r7, did I UDC!anotand you to 1tata to tbio coo.itta• 
on llarch 3 that tba atabilbation tw>d 11 aenr 111ed. to eupport 
tomcn currencJ' 

SIX:RETAJIY IOlGEim!AU. I aaid that ,. de not uae tha atabiliu.t1Cil 
tund to eupport !oreiga currenc1ea. 

JIR. SIIITH. Tba law prorldea that the tund 1hllll ba uaed. for 
the ot.abiliaat.ion of tha excboni• 'f&lua ot the dollar, doea it aot7 

SECRET.ua: IIIJ!.Qml'l'lWl, Tbat b correct. 

P~ATP or roz ua NIP sr.lBILIZAti!JI l!!&! 
H~N~ ctt::OFtba Cm1tttt op "'*'M and C!!rnpET 
UDited -· ~-W2; 1939. PU!t 17-lB. 27-iB, )2 

31PCAtal TaiMSJIII), •ren•t tba yuan trantactioat, aboft referred 
to, tha eqlli..u.at of l.oula to a foreiJn ,.,.,.,_.t for tba pnrpote 
of 1t.abilia1Dc a foroien c1ll'riDC1 ot .U.Or world ialpe>rtonco, ratbar 
tbon oporat.iooa daaisaed to a tabiliH tbe Ja.rican dollar7 

JIR. LOOIIIIIWl • I eonl.d aot pu.t t.bell juat on tbat bartt, air. 

SIIU.tOII '!OIIIISIIID· Yell, will :rw plaaa1 II)' .,.t baaia :rw 
-.14 pu.t tllaa ""' 

~Ja:llftAIII .:>Bll!lft'IWI• .. u, I oan - tbata •• de DOt 
o...,.iAor it~ to~ loiDed· I-· tbo ChiDe•• Ocrft~. 
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tllrOUib t.beir central bank, wishes to acquire d.ollar ucban and. 

in order to acqlrlre this d.ollar exchaJ!&e, t.ber e.U WI a rt!~ ' 
1110unt ot JW'lll and. in exchan;:e t or t.bea, we gin thea a t1xed. 
amount ot d.ol.Ure • Now, in order to be sure that we are still 
protected., ther not only put up the :yWin u collateral, but tney 
also put up, to at lout 100 percent in gold., collateral equaling 
the omount ot d.ollare finished., 

In other words, it they bought a lftl.llion d.ollare • worth of 
dcllan, t.bey would pay for them wit h a lftl.llion dollare• worth of 
yuan

1
_ and they would put. on deposit with the Fed.eral Reserve of 

!low Iork a lli.llion d.ollare ' worth of yuan, plWI a lftl.llion dollars ' 
wcrth of 110l<l as collateral . 

230 

SENA'l'OR tAFT , lbat. 1s t.be use ot t.be steb1lbat1on tund? It they 
have that. gold., "llb7 do they go to New Tori< to hu)' dollars, or 'bo.1y d.ollare 
in Chinat lllty ie there any use of the stebilhat ion fund? 

SECRm'ARI lD!llEN'l'lllt.U. Will, the ..,....r ia that the Cbioese Govern­
Milt anciently feels that it. is a serrtce that they need.. It gives 
tllea• dollars with which to bu:y our ~~~ercband.iae . It tney could get it 
any otller way, I take it, they would not como to us . ll'e cl1d not seek 
tl•e buaineae. But in t.bair deei re to get d.ollar exchange, in order 
to pay our mercbanto, they use this dance , 

And as far as we are concemecl, you might eay that tile risk 1a 
nil . We have not only the 100 percent gold. collateral but the full 
a..ount of the yuan , 

SENATOR tAFT . But t.bey coulcl clo the eau tiling 1t tllsre """ 
no etab1lbat1on fund? They perbaps would clo it in a cl1tferent. n y, 
'but it. woulcl be a very simple thing to do, would it not? 

Slol:Ri.'TARI ~QF.21THAU . I clo not. knowo 

SENATOR 'I'(IIOOSE!iD. 11r. Secretary, Senator Vandenberg placed 
in the Congressional Record ! our questiona which be eaicl you were 
willing to answer 1 This is the first one of tbe•a 

I e the Gove~nt of tbe Ur.!ted. Stetes under agreem~~nt with the 
Govel'll.lllflnte of Great Britain and France to austllin the value of the 
French trane and the British pound in relation to the value o! the 

American dollar? 

Slol:REI'ARI lf.OR!IDtTllAU. The answer t o that question ia •no•. 
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SBIIA!al !O'I'D" (I'MdiJic}t 

'D&\ 1a tM 11&\are G>4 -\ ot tld.o t 
ozrt

1 
io it .-rlq rnocablo ill \be 1....,\~ • it tiiTJ G>4 it 

boo ... illTolftCl ill wart 1111 ot tbeoo ~>aU-

You 11.7 \Mr. 1a ncmet 

An \bor. 1111 acrollllinto ot \b1a ·- _,.ral \ 
other tomp ,.,.,.,..,tot ~- 116 

,... 'ld.th urr 

SICRBT.U!I IOIQDITB.W , llo, air, 

---• DoN \be frN.IurT couot:uo 1\1 au\bori\7 ....S.r \be Steb!Hv\ion 
rWI" 1C\ to 1Dc.lude \be powr to deal with wa.rt.1M pro~ ot int.l>­
naUoaal exc"*"l" prKin~ u 'ld.th poa.c.U. exclleJlce wit.holl\ tut.har 
inatrooUo» tna \hi C<J~~&:rM•? 

SECRft.tRI 11:£G!ImWJ, lhU, \be blot 111&7 I can aDPer that queeUOD 

1a \h1a 1 I11 \be TniUUJ'7, DObod7 1a tb11lk:1nl of war, 

SEII.U'OR 'l'(MIISEND, Th1 nld ng ot wart 

SiX:RIT.tRI li>ROEIITIU.U, ot war. 

SEII1TOR QI.LSSa lou had bettor be. 

SI!XA.'ra! TOiliSDIIh lhU 1 71111 1ft ditteront t...,_ o't'e.,t>od7 elao in 

\be COUD\rf > aftD I\ 70ft? 

SICJIZU1IJ lllBGIII'DI1U• W.U, I - that in ODr oporoUou n ar. r 
Dot 8lldDI 1111 pl..I.M tor war - ill \be TriUUJ'7• And it t.bero ehoalll 
be a war, I 'IIS)uld. c~ c.- bator. the proper c.-it- aDd ul< 
thea tor diJ'eCIUon aa to bow we ohoalll OODdDct .,.....el.,.. . 

. . . . . . . . . . 
Slll.t.TCit 'l'AlT. 'l'bero 1a a puroq b1P<>th1Ucel queoUOD 'llld.ch I 

ahooWl 111<o to 111< 7""• Sl4iPO" t.ber. 11 a forediD war aDd nwoe• 
70ft 10 ota\ G>4 do - t 70D can to ba;t $2,000,000, 000 110rt.h ot poalldaa 
Im•t tho otteot ot that to gin E»cJand. \be poftr to bla7 $2,000,000,000 
'IIS)rt.h ot podl ill We 001>11tr7, und.ar \be caa~Urf proYU1out 

IIEIIII'AIIT ...-ra&D· SoD&toro, it thoro 1a a war ill ID7 t oNip 
-\rJ, batOI'I w 'tS)uld. uo \be at.obUiaaUOD tad. or 1111- ill <·---­
t.bo fftuu7 to uoia\ P:1 -"7 ill pnoenUDI \bet war, I wald 

- .. 'bltOI'I * proper .._s.t- ODd Ill< tor ~·· 
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SEliA TOR TAFT • I ba•e no doubt woulc1 
theleos, the authority gnnted in ttX:" exte i. perb.apa . Bl.lt oever-

po .. er to do that, woulc1 it not, 1! :you <lie! ~0~~. ~~ '!~; :you 

SECRETARY I!OROaiTH.I.U . To c!o '!!bat? 

SEIIATOR T.AFT . What l suggested• To bll un<1s 
create an English credit here of $2 000 000 ~ anc~' an<l in effact, 
in the end, a n<l fin<l ourselves 'llith ' $2 boo boo boo ~ t~oulc1 wake up, 

that >rere worth nothing? I em not aski.ns ~eti~er :y:~ wo~~ :~ 
lly question is whether that is not legally possible 1 , t th t • 
le&ally possible? • sn a 

S}X:Rl:.'!'ARY loiORGDITJWJ . liell, if I lost Ill sense or ,..,uon in 
the pe.rtomance ot czy duty, I mght <1o a lot of th1nga. 

St2iATOR TAFT . In other 110r<ls, it 1e leslll:y possible? 

SECI!f:l'ARY lD\GEm'IWJ • Well, a lot of thi.nia are legally possible 
which you woul.d not do under t he rule of cCDilon eenae . ' 

Dllrins these operations i t is frequently neoeasar:y tor the 
Stabilioation FUnd. to acquire foreign currencies. Tho Fun<l at tempto 
to e&rr:y out all such transactions 'llith a lliJUJnWO of risk. In the 
put, "e have been successful in aYoidinG riak or exchange loss 
through special reciprocal arrange:oento bet>:eon eoopereting Treasuries 
un<lor 1fhicb foreign exchange is i.l!l:>e<liatol:y convertible into gold at 
a price tixe<l each <1q. Incidentally, it. should be pointed out that 
because •• 'llieh to avoi<l the possibility of an exchange loss we fre­
quently forego tho pcssibili ty ot an exchange proti t . 

There aro also occasions when the excbanae rate betnen the 
<Iollar an<1 the currency of a ccuntr:y '111 th olllall gold holdinG• is sub­
jected to pressure because of unfavorable political or oconoaic develop­
manto. The Fund can be ecployed, and baa occasionally been employed 
in such circunatances, to help atabili•e t he <Iollar axcbange . 

For example , our arrang81!18nt w1 th China wu juat ouch an opera­
tion . There was strong pressure against the <lolUI'-yuall er.cbange anc! 
China nMded dcll.nr8 in or<ler to strengthen tho doll&r-yuen exchange 
rata, thus avoid.inG additional obstacles to our trod•· To el.iod.nate 
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fllY riak of exchange loas , China agreed to re,..rellue the yuan at the 
aue rate at 'llhich the United States purcllued them and China's pZ'Ollise 
no backed by adequate gold and sil'rer collateral, lfhich was kept on 
dopcsi t 1f1 th Federal Reserve Banlco , 

An arranaement of like character 1181 made 1f1 th Brot1l in 193? 
but o'ldni to INbMquent developments tho arrang.,..nt •as not ut1li~edo 

A eiJiilar arrengeoent wa.s made nth Uexico , We purchased lleld.een 
peaos and in exchange mo.cle dollar.. available, Aaain, ea in the caae 
ot China, the l!exican Gover=ent a6l'Oed to repurchase the pesos at 
tha price we paid for the., and deposited adequate collateral with 
the Fecloral Reserve BankB. 

Letter to Hon. 'ltil.li.aA B. BenY.head, Speaker of the Hou!O Nov, l, 1939 

Aa is made clear by the above-qu.oted proviaion, tho stabilization 
tund N.y 1awtully purcha.se foreign exchange only tor the purpose of 
stabilizing the exchange value of the dollar . It has been for this 
purpose and not for the purpose of supporting the currencies of any 
foreign country that the Fund has from time to till:e acquired foreign 
curronciu. Furtbemore, I sboulcl like to etate that the stabilization 
fund ia not acquiring any currencies of belligerent countries and is 
at present holding 745 pouncla sterlinS (approxiutely $2,980) and 
J ,652 t' rench francs (approxiliiAtely $82) lfhich wre acquired long 
before tho outbreak of tho war. 

lou write• 

onorable Arthur 
letter of tober 17 l , ) 

• I should like to inquire - it I am ent.! tled to the 
into~t1on - 'llbether the stabilization f\lnd is now 
being usee! in connection nth the stabilization of 
the British pcuncl e.rd the French franc; end lfhetber 
there is any stabilization agre••~~ent under 'Which we 
continue to operate in conjunction nth Englard ard 
France or any other foreign countries . • 

llhen I appeared before the Senate Cc.mit.teo on Bank1n8 and 
Currency laat llarcb, Senator Taft raiaecl the !ollolfins question• 
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•Sap~& tbare 1e a to~ -.r ac4 nppoea :rw co OQt 
aDd do ,...t :rw O&JI to boQ' $2, 000, 000,000 worth of 
powldac Ian1t tile affect of tllat to lin J:ncl•"" 
the pow1' to bu:r $2,ooo,ooo,ooo worth ot cood• ill 
thia cOUDU'J unde1' t11a C&llb Uld 0&1'1'7 pronaionat• 

I wou14 like to reatfinl tbe position 'llb1cb I took at that 
tiM, Jl;y replr wu, an4 still is 1 u follow 1 

•s.:n&ton 1 U there 18 & -.r ill IZJ:I fore1a;n COIIIltr"J, 
before w woul4 'cUie tbe otab1U .. t1on tund or urr 
110n&7 lJi tha T1'&&IU1'1 to aoo1at 1ZJ:1 cCIWitrr ill proea­
cutilll tllat -.r1 I would come up baton tile pTOpe1' 
cc.dtt .. an4 aok for gui4anea.• 

The atab1Usation 1'UDd 18 not aequ11'1nc utr cu.rrenc1ao of 
ballilerant eaomtrlaa an4 1a bo)d1n& oal7 a tritlin& ....unt of 
toroia;n currenc1eo of belligerent cOUDtrlaa acqu1J'ad. 1.oD& Wore 
the outbrealc ot the -.... 

I t ruot that tbio tumiabeo :rw with the intonation 1"" 
re questacl . 
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THE UNDER SECAI:TAAY or THE TAI:A8URY 

WASH INGTON 

Hovoabor 23, l94o 

l!liiiO!UNrull 'l'O 1'81 J'ILBS: 

SubJect: Con!oronc01 on Ar~tntlu J'iniLIIci&l houtreeonto 

llonabor 14, 194o - Treaoury 

' 

Tho .&rpntlno nprooontathoo, couto•illl of the Aabu•ador 

D~, Probioeh, Wr. Oruabaeh, and Wr. Verrier mot In ~ office at ;hreo 

o clock. Tbooo prooont roprooontin& tho Government, booldoo ~oolf, 

were A .. htant SeeretaJ")' Outon, Wr. Cochran , and Dr. 1lh1 to of tho 

Treasury Department; Wr. Collado of the State Department; and 

Wr. ll&nndall of tho American l'llba .. y in .U&ontlna. 

Thlo wao ••rely a •eotln& for the p11rpooo of cettln& acquainted 

.tth tho roprooentativeo of Arconti nae I told tbooo r~eoontatlvoo 

thot • • woro glad to weleoao them to tho United Statoo and that wo 

would do neeythln& .ttbi n our po•or to taeilltato thoir .tolt. I 

oxpreoood regret that the Secretary of the Troaeury wao not prooont to 

groot t bn but that be bad !ol t it oooontl&l that he &ot a vacation at 

thle tlae, and in bh aboonee I wanted to uoure th011 that the Troaoury 

wao at thoir oorvieo and that they ohould feel free to como In and 41ocuoo 

their probluo wUb uo at an)' Uae. I aolced Dr. Preblteh if he ..,uld 

be flOOd enough to oubml t to t ho Treawury a 11e110randua g1rlnc in oo .. 

4ota1l tho probl• wb!eh Ar&entlna faeoo and ouggootlono for help fro• 

thlo Oovornaent . I ttatod that after thio moaorandua had boon roeolvod, 

It wao probable that Dr. 'lbito and blt exportt would •ant to confer .ttb 

Dr. Problteb and b!o exporto. I alto ttatecl that I f Dr. Probloeh wanted 

to give tho group prooent a general picture of tho oltuatlon in Arcentlna, 

wo would bo clacl to bear fron hta. 

Dr. Probioeh oaicl that bo would be llad to 410 over 1 t In a gonerol 

·~· He otated that Ar&ontlna wao faeod in 1941 with a trado 4eflelt 

of approxiaatelr $16o,OOO,OOO; that it had loot ito forolcn tro4o with 

luropo and 1t bo4 boon noeoooaey to curtail Iaporta froa other dlroetlono 

voey clrat\lcally. In ordor for hlo eonntey to carey tbroual> In 1941, 

1 t 110uld bo noeootaey to ol thor t111d on fundi to t1 nanco tht trado 

deficit cr further onrtail Iaporta. Ho oaid that Arcontlna had approxi­

aatotr $4oo,ooo,ooo of cold but ho folt that lt wao no• cettln& to tho 

point whore 110 IIOre plcl coul4 bo uood ill aootin& a trado 4otie1 t. 

Ho aaid ba ~d bo Clad to oubml t tbo ao110randua and bopod to have It 

1D our bando liT tbo oll4 of tho weolc, attor obieh " " would ha•• • further 

dlaonooion on tho aattor. 
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Wov .. bor lS, 194o - Cc-.orce 

Under Socrotar.y Wolleo ealled a aootin of h 
repreoontatlveo for tleYon o'clock tod~ in«tb tf;llnte~dopart .. ntal 
of Cc.oorco. Beoidoo Secrot&r7 of Co=oerco Jo:o: an~eU:do;~.~~~•t&rT 
Jolleo, there were pre .. nt Under Socrot•- T•vl 11 Cl &r1 
.. B • u • - ., - or, r. "1ton, 
.r. ax~tr, ~r. warren Pleraon Attittant Seer • () -•~ Dr 
II C 11114 11 R& ' O.&r}' r...., • • J'elo 
r. o o, r. vendall, llr. ReTlno~ , Dr. Wblto and ayoelf. ' 

Under Secretary Welleo road tho meaor~ndua ouboi tted ~ tbe Ar«entlno 
repretentativea 1n responae to~ requeet. Be co .. ented that it waa hit 
belief th3t t ho aoaGrandua foraed tho baolo of a senorA! dlocuoolon f 
the Argentino oltuatlon. 

0 

Socrotar,r Joneo oald t hot bo tbousbt thot wo a18)>t ton> a oub­
coCDittoo, bo&dod b)' Under Secretory Ta¥lor, to go into the aoaor&DdWI 
tor tho purpooo of oubool t tlng a report on tho wbolo financial 11 tuatlon 
and Ju•t bow It could bo cat. Ur. Joneo oa14 thot bo would qpolnt 
llr. \'a¥1or and llr. Cla,yt on and l:r. Pieroon to roprooant th.o lending 
osoncloo and the hport bport Jlanlc, Mr. Wolloo appointed Ur. GTIUI7, 
Dr. Polo, tu>d llr. Collado to rOJ>rttont t he Stato llepart•ont. I eald that 
llr. White and I would ropreoent t he Tr•U\U'Y• !hero oeeaod to be a ~enerAl 
foelins at thio aeeting that whllo Arsontlna 1o paot record on debt waa 
excellent , tho oltuation now confrontios t hat country a!Uie It qUite 
&pJl&root that M¥ loano which • • ltllllc:e o.re C!Ulto rlo~. Strict'!¥ fro• o. 
buelnooo point of view, It probably ohould not be a&do, but troa the 
oto.ndpolnt of the poli tical oit uatlon o.nd our good nelshbor policy , It 
""" felt that ooaotbln« ahould be done tor Ar~ontinn o.nd whatever l o dono, 
obould be of a oubot&Dt!Al character. 

Novocber 20, 194o - Coamerce 

Under Secretory ~lor called a aootln& of blo oubeoaaittoe for tour 
o'clock toda¥ to eonaider t he kind of a report which ehould be preoontod to 
tho full coaai ttee. Dr. 1hlto hod lnforaally contacted the ropreoent~tlvoo 
ot Ar~ontlna and .. cured a geat deal of deto.lltd lnfornatlon reprdiD& that 
country and bad prepared n aeaorandua wb1 ch •• tbousbt als)>t sene &a a 
bo.olo tor a report to tho full eo,...lttee. However, Ur. '!'~lor tbcusbt 
tW.t t ho report could talco a a!IIJ)ler tora and ho oal4 he would undartalto 
to draft one along the Unto he bad In alnd. In Whl t o'a report It no 
at&tod that Arsontlna would need opproxia~toly $80,000,000 of additional 
torel sn exchange to 1941, thla havift& boon reduced fro• $16o,OOO,OOO eo 
a reoult ot tho asreeaont on the part of tho roprooontatlvoa of Argentina 
that t heir Iaporta could be r educed by llj)proxiaato1y $100,000,000· Certain 
of the reprooentatlvea of the aubcoaa1ttee felt that the $80 ,000,000 woa 
too low and that t ho flsur• ohould be neo.ror $100,000 ,000· lor tho 
purpoao of tbe report llr. 'l'aylor oald t hot $100,000 ,000 ahould be uoed 
an4 tor tho aalta of arSW>tnt be wa o willln& t o opl1 t that a110unt h half 
and oay t hat the Stabill&atlon lwld abculd Uko cart of one-half ot It 
and t ho ltxport Iloport a.aJc obculd proddo t ho other half and whatever 
&IIOWit wao needed f or plant f aell1 t1••· 11o a&do t ho J>C!lnt that 
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thlt wao not a loctcal .. par&tion ao tho wbolo SJ.oo 000 000 
h a1 ... ~o.-- • , n..a of 

t • eaae renor ....... actor and could not be epU t l nto parte. It 
""' aerel)' a current problea wlllcb "-4 to be aot an4 one-half of 1 t 
414 not reproeont tho current and the other half dld not repr eoent 
a lont-terll probloa, 'but &n)'W&)', for tho oake of thh report lt ... 
aqoed t hAt • • lligbt opli t l t 1n thlt faehlon, I &leo ll&lio the point 
t hat we could not co-l t t he Trou ur7 to .,., prouu inolYi ng tho 
Stabillsat1on lUnd, Str1ctl7 opoak1nc, the wbol a matter l o not a 
•tabllhat1on utter 'but otrlcU)' o. tr&do dof1c1t , 'but 1n view of what 
happened 1n tho paot on Latin Jnerlca, p&rt lcularlr Arcontlna, I would 
have to walt untll tho Socreto.r7 r oturnod to got an erpreeolon of policy 
fro11 hla. 

Thoro wu ooao t&lk about eocurlty f or t ho .. loans. It wu undor­
etood that tho Arcontino reproeonto.tiYII do not want to pledge tholr 
cnld . Tho7 thlnk thAt this would bo b&d paycbolog and froa a lec&l 
etondpoi nt they would bAn to olblnato l t froD their bonk etatoeent . 
I eug~oetod that •• a l gbt take what in effect ie a aor&l plod&• and, 
1f the Socrotarr h willi ng, wo co'-ll.d acroo to purcban onr a po.r1o4 of 
eovor&l aonthe, not t o co beyond Juno JO, 1941 unloeo the authorlt)' to 
operate the lUnd 1o extended by lodelatlon b&yond thh date, .l.rs<ontlno 
poeoe of a aa><iiiWD """'unt up t o $50 ,000, 000 with a cuarantoo or both 
tho OoYoriUlont and tho Contr&l Bank and with the understanding that 
tho Bank or OoYerncent will keep in Now Torlc under oanaark an &DOUJ1t 
of unonouabored cold ollghtly 1n oxcou of tho loan. It wu thought 
t hat t hh alght bo arranged and Dr, lhlto indicated that he had 
mentioned !OQt auch arr~(ement to the Arg~nt1ne r epreaentatl•e• and 
thoy dld not ooe~ to obJect. 

llr. Tarlor thought that tho bport IIIIJ)ort Bank loan m1ght be u•od 
to so•e extent to permit Argenti na to repatrl &te ite eecuritiet owned 
ln Croat Brltaln and ao thooe oocurltloe are acquired , they a1ght bo 
pledged u eeeur1ty for the B..UC loon. I do cot b• ll evo t hat t l>e 
co,.i ttoo ae a whole ••• 1111ch 1n favor of loaning tunde to l:olp 
Ar~entina a~lre lto oocuritioo fro• Oroo.t Britain. 

NoYe•ber 22. 194o - Coageree 

Secretary Jonoe called a aeeti O& of t ho full coo=ittoo to conoidor 
tho r eport by llr. Taylor~·· . Othore pre .. nt were J. .. letant Secrot&r)' 
Grady , Dr. J'o11 , llr. Coll&dc , llr. Ranndal\ of tho Stato Dep&rt!!lont: 
llr. Piorooll , llr . Clqton, 11r. llaxtor fro• tho hndinc agneiu M4, tho 
Bank; llr. Rockofellor and one o ther sontlaaan fro• tho Coordinator • 

offie>e; and Dr. White and 11711lf • 

11r Tarlor had prepared the r eport but noYor eubalttod it t o tho 
oubeomaltteo. It wao road by llr· Toylor at thie full commi ttee. Aft er 
the report had been read, Secretary Jonoe aokod lf thor• were &n1 
co•onte . I aado t he ota t eeont t hat th11 repor t wae prepared by 
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llr. 'f&Ylor Vld that the aube.ro of tho oubco..t n .. bad DO\ bad .,. 
opportunity of roadln& and c:o .... ntin& on 1 t. 1 tbo"«!>t the !'rOAAUTT 
would l111:o to ban that opportunl ty. 'l'horo wa• one thin& which 1 
wanted to IDal<o clo&r - that tho !'reao11J7 reprooontau,..0 han DO\ in 
aJI¥ way colllllt\ed ~be Stabilhatlon J'und; that 1 wanted to dlocuoo tho 
wbolo ~atter with tho Secretary upon hio return, which I undorotood 
WQuld bo llodnooday, November 27th; and that 1 did not think any of tho 
report ohould bo dlocuoaed with roprooontatlvoo of Argentina until It 
had boon diocuoood with tho Secretary to ooo whether or not he lo willloc 
to allow tho Stabllhatlon J'und to play a part in tbio prot;ran. I epln 
otatod t hat otrletly opoaking, it wao not a otabill•atlon loan but that 
poo•lbly t ho Secretary might llko to so alons wi th tho prograa beln1 
formulated. I aloo o\ated asaln that wo aigbt ontor Into an arrangement 
with Argent ina under which tho Stabill1ation J'und would purchaoo over t ho 
nut oneral .. ntho up to Juno 30, 19111, not to oxcood a .:ulaua aaount 
of $50 ,000 ,000, Argentine peooo wi th tho cuozantoo of t he Central !ank 
M4 t-he Ars enU ne OoYernmen\ to repurchaat thoee pe.oa at a &J.•en r•te, 
wi th t ho undorotandin& that tho ao ... rn::oont or !ank would ll:oop under oar­
eark • 1 tb the f ederal B.eser.e Bank ot ttew York an aaount o! unencw:~bere4 
sold olichtly In exceoo of tho poooo oo purcbaoed· I aloo oald that in 
other trano!\ctlono of thio character , although cold hao boon plodsed 
directly to secure t he tran.ucttona, the r&te ot 1ntere1t involved hae 
been ono- balf of ono per cent above the diocount rate o! tho Federal 
R•oorvo Bank of Now York which had ~do tho tranooctlon coot tho debtor 
government li per cent per annua. 

Tho ~uootlon asaln came up about repatriation of tho Argentino 
oteurltioo o.nod by ~reat 3rltaln and the pledging of tbooe eocurltlot 
10 replltriattd with the lxport III))Ort 3ank tor I t o l onn. Ur. Ploroon 
oald that ho did not think • • ought t o got Into that and undertake to 
ac~utro !!rot mortsagoo on Arsentlno rallrol\do; that tt would be much 
ol.aplor froa their atandpolnt If t boy aet the l oan to tho Central Bank 
and took t he suarantoe of t ho ao ........ nt. Af tor all , t ho oecurlttn on 
a Governaont owned railroad In Argentina could not be auch bettor than 
t ho suarantee of the Central Covorn=ont. 

Socretart Jonoo .aid t hat ho felt that not blnl obould be done ot>er 
th.an atu47 abould continue u t:o t h@ past until t he Secrettu7'• return 
on 1fedneod&Y, at which tiao be boptd 1 would so over t ho o:atter wi th 
tho Socrot&ry with a vte• to 6tttlng a group together and ~ping out 
a progrea of procedure fro" thlo point on. 1 &IJ'eed t o bring It to tho 

at tention of tho Socrotary on 1fodnood&Y• 
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T REASURY DEPARTMENT 

INTER.OFF1CE COMMUNICATlON 

04Ta November 29 • 1940 

op4L -r-~ ;_ ~ TO Ur.Gell 

FROM 

SUbject• Present statue or Chilean negotiatioM ~~ 
1 . The Export-Import Bank has allocBted. ~12 1111llion t:> b hile for lr~lf') 

use 1n d.eveloJDental projects. To date, arrango:oents have been made 
!or ut.U.ization of only $2 million ot thia aaoun~. 

Iil addition, Chile bopes that American concerns will sunply 
equ11'C'81lt and material.s !or these projects on credit to the exte~t of 
$5 aillion. That probahly accounts for the press stats=ent of the 
fomation of a Chilean organbation i n New York to handle a $1? mllllon 
loan r,..,.. the El<port-Import llanlc. 

2 . The El<port-Import 1\ank has decided to allocate but hM not 
yet announced the allocation of $5 million to Chil e for current ex­
chanae difficulties . 

The State Depertlll!lnt has recoivod a report that exchange 
arreara due Ame rican exporters amount to t\8 .5 million, including good• 
f?r ·.oh!ch oxch4n1:e pemits h.we been g ranted but for which there is 
no exchanse • 

.) . The 1laterials Section of the Defense Cocmit31on has roco:noended 
the acquisition of .)00 tbousand toM of Chilean nitrates as a stock­
plle . The purchase will be =ada through R. F .c. subsidiaries end will 
amount to $7 m1lllon or ~ million, ot which Chile will get abo'~t 
$5 m1lllon . 

4 . In addition, tbe :iaterial.s Section of Defenso has under coD­
~ideration the gradual purchase of 100 ~bouaand toM of copper 
(during 1941) . The copper is not to go lnto • stock- pile, but is 
to be ted out on Government contracts. I! this is defi.~itely decided 
upon, probably ?5 thousand tons of this amount will be purchased frQm 
Chlle. At present prices tho purchase ot ?5 1houund tons of refined 
Chilean copper wul<l total about $l9 million . The dollar &xclw.nge ""'de 
available to Chile will amount to oomoth11'ol; leaa than 50 percent of 
the total expenditure on Chilean copper, or about e7 million to 
$8 million. It ...., originally decided not to Wonn the Chileans of 
this purchase , but this angle has now beon dropped. 
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I aob4 Cllail'll&ll Yaca-r u4 011&1...., So•ro 0 ,. hl41T to 

oa1l ~lo ••tlllf: tod&T oo ~t I aicbt lq botoro tho -boro or 

tho oo two co•ltteeo a •Uor a!!octlO« tho operatloD ot ~ Stal>lU­

oaUoa ha4. 

21.4. 

Oa o~r oeoaoloao - I llaTO appeared botoro U..oo eoaaUtaoo 

oeparatol7, part1C11larl7 at tho Uu whoa U.. o.U111oloa ot tho otabl-

11oat1oa powero wo bolO« ooAol4orocl b 1939, I clloouooo4 with :rov. 

T11'7 tv.ll7 &Del !ftaklT - ao I thlak 7ov. vlll aero• - all ph&ooo or 

tho OporatlOil O! tho had &Del - aTallablt balance ohooh &Del other 

data !or 70ur ota47. 

'!ho r..ooa tor 87 coaillf; bo!oro 70u toclaT lo that VI han UDclor 

CODt.-platloa a tTPO o! traDoaetl on vhlch cllttoro lD cortala roopocto 

trc. &117 illto which vo haTO oatorocl l a tho paot &Del I ohov.l4 lib t o 

o>;plalJl H . Dlero 1o &II &4414 ro&IOD !or rq eoaillf;. 1 han ropoato41T 

otato4 t o :rou ~t I voul4 llOt coDoont to the uoo ot tha StablllsaUoa 

J'w>d to aooht &117 !orolp COUDt ry la pro...,.uac a var without tlrot 

couulUO« t ha01 coaaltteu . Doe traaoaeuo .. .,. aro coAto~~plaUac 1o 

0111 vlth Chill& &Del tor curro1107 otal>llloatloa purpo ooo, &Jlcl 1 4oD1t 

thlJll< H !allo lA ~t catoco1'7: but l t tharo lhoul4 bo a cllttoroaco 

ot opla.J.oa oa ~t polAt I 4oa1 t V&Jlt to bo accuoo4 ot qa.l.bbllJIC vhoro 

rq vor4 h ooacor~~~4, 

ror ·- tiM tho .IAIIWotratloa bat ...... Mld.llc & Tl1'7 caratul 

o\1a47 o! tho tt•nc1a1 p el -DMic oitw.Uoa lJl Ohlll& vlth tbe pooo1blllt7 

la 111a4 of bel,plJIC to otroac\heD ~ 4olla...,..... oxch&acl rate, llolooat 

• 
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lD .1114', 1937, tho 'l're&aur:r ontar.d into a dollar-j'UOI> 

otabiliaatlon operation with ChiD& puro'G&nt to which va "«l'l04 to 

' 

bU¥ ;yuan up to a total of $50,000,000 and OhilliL &&rood to ropurchaae 

tho ;yuan at the - rate and plo4«od an equhalant uount ot «<ld 

vith uo aa oocurit;r, !hie a!'l'IUII:UOnt hat boon oxtencl.od nor:r tlz 

.. ntho ud uncl.er ita proaent proTiolona viU o>q>lro on Do.,..bor 31 

ot thio :roar, vith tho uoual option tor ro~. 'lht ~Dent 

245 

with <211DIL vaa cl.iacuaood f"all7 b;r .. and oU..r otticialt of tho 

'!reaaurr Deporaent vi th :rour co-t ttau at tho Uae rou were con­

tlcl.eriac tho axtenolon of the otabillaaUon povera. Under tho ar~­

a:oot vo nov bold $2.0, 000, 000 in 7U01> tull;r eoTOrtd b:r plad«od «<>14• 

Ve nov propoao to extend th1t aj~roemon t tor a further period. 

'!'hat tact in itaelt would not, I think , JuoUty 111 COIII.xlg before rnur 

COIID1tteea. Bovenr, lu rlew of the preeeut c1rc.uat.a.Dcea we baTe 

W>cl.er conalcl.eratloll aod1ficaUo11 of t bo prontlon which requiraa ChilliL 

to ple4p an ..oUAt ot &Old equal to the dcllart aado an.l.lable 1n 

exchallce for JUaA• lD other vorda, if vo eater into tho &&ra-nt 

we ar. oollte~latlac, we voul4 purchaoe aiiCl hold an OIIOUIIt of man 

~ to $50,000,000, tho repurchaao ot which will 110t be ....,_conrad 

b7 ple4pd &Old• 

!hie would be etrietl:r a atab111aation operation, tull:r vithill 

the povere granted to the S.cretar:r of the 'fraaaur:r, aubJect to the 

appro..al of tho .Preeldent, b:r the Ool4 lluern Ac t at ... ncl.o4, and of 

COIU"M it 1e our pa:poee to eateglliLrd the i .lltorteh of the Ull1ta4 Statea 

b7 the tulleet lliJ>OrTiolOII o,..r tho eueuUoa of 1t, 
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m.l Jr took this prepared statement with 
him when he appeared before the 
joint session of the Senate Banking 
and Currency Committee and House 

1 

Coinage , Weights and Measures Coc. 
on December 2, 1940, but he did not 
use it • 

· . 

. .. 

.· . 

• 
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1 wat w Uko a4ftllUce ot U.h -uac to -uoa aaou..r 

MUor wiUoll ooaooru tho 8\o'billsatioa had.. 

Ao 7n 4bll.btluo ~au~w. t hoJ'O 11 in Ulio oount17 a ~o1&1 

co-1111on f,. U.. ArconUu MoldiiC &llh\&Aoo fro• U.. UnUod 

natu of a ••""" and financio'l character. Yo han before uo tor 

couldlraUon a propo10l t o 'IIIOdortalto Sta'bllloaUon had. opon.Uono 

bellwo.,. tho dollar and ~· Arpntl.no puo. '!he opon.Uono 'IIIOdor 

dlocu11lon woul4 be co~rablo w tho propo ood "'llor-JQU ~t 

wiUoll we haft Juat boon dlocuolac. ArcnU• h faood with an ae11ta 

axoh&nco oU•U"" a... to tha 1011 of oo .. of lto 1aportant aazbh 

111 Juropo. on.. operation 'IIIOdor couidln.Uon will. if undortal<en. 

oti'OJIC~In Arpnt111&1 o dollar oxollonc• polltion and auitt in oolnnc 

probl•• of co_.,. 1ntoreot to \hot oout17 and U.. United Statu. 
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