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-" Reterenoe 1a made to telegram ot Deoe.-er 10~ 11 a.m., . -
No. 390, transmitting a meeeage trom tbe• Treaallr1! ... ..., 

It ie impossible, Governor Rooth .~~., toi'ltnov - .,._,~ 4't • 

exaotl7 what ia going on in Oelo, BowaYer, he got the 

tmpreeeion trom persons Vi th whom he hea spoke n that there 

wae exaggeration ot the Stookholm'a TIDNINGEN deapatch, 

it the same aa published here, It is hie opi .nion that 

there is not a general etook exchange strike, except that 

s1noe the Naejonal Samling d1sm1essd 1~ responaible ottioials 

ot the Oity GoYernment ot Oalo, banks , insurance companies 

and priYate persona who had prnioualy been purohaeera ot 

bonda haTe stopped bUJing them. There ia probabl1 &leo 

not muoh general. bU)'ing on t he axoban~a, Rooth aa1d, beoauee 

ot the laok of faith 1n liorv~'e tinano1al tuture lhae 

to the poUUoal antagoniaa to and the i .nattic1ency ot 

Quisling and hie aupportere. During the next t.v ~· 

Oo•ernor Rooth wil.l try to get more aoourate intormation 

and it he ie abl.e to obtain any, be ea1d he wolll.d let ue 

know eo that the information oan be tranemitted to the 

Secretary ot the Treaeury. 

Governor Rooth eende greeUDS• to lleoretary Jlorgenthaa. 

Sft:RLIJG, 

EA:LW 
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IRITII" UIIAIIY, 

WAUIICTOII; D.C. 

Personal and Secret December 12th, 1940. 

Dear Mr . Secretary, 

I enclose herein ror your personal 

and secret information copy or the latest 

report received rrom London on the military 

a i tuation. 

delieve me, 

Dear Mr.' secretary, 

The Honourable 

Henry Morgeothau, J r., 

United Statee Tr easury, 

Washington, D.C. 

Very sincerely yours, 

Regraded Unclassified
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Treaeury Department 
Division of Monetary Reeeareh~e)~ 

To: Secretary l!orgent.hau 

Fro111: llr. White 

These me1110randa were C<HDpiled OYer : 
night. They will he supplemented by 

later date, 

Regraded Unclassified
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TREASURY DEPARTMENT 
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INTKII: OI'I'ICW COMMUNICATION 

llr. lhltt 

llr. Cot 

Tre~tment of ~rlcan propert7 intereoto b~ German~, Japan, Can~da 
an~ I tal7 

J.. Oe!'!!.ft! 

L .Aaertca.o owner• of branch plaa.ta to Gera&Dy hs•e not been per­
alttecJ t o control t be M.Da«eaent o r 'PI:reouel of thea@ :Plants. 

2 . br-lca.n ownva of direct lnYeateenta in Oeraanr ha• e aot 'been 
pel'llit\ed tc collect dirtc!enc!o on their direct in•oot~~eato. 

} . J.:ler1can oWDero of bonded l nnotaent bt\n not been peral tted to 
recet•e the full lntereat and aaortlsatlon an tbete ln•e•tmente, 
more th&A half of ~hlch ha•e been in coanlete default. Probabl~ 

more t han $700 a1ll1on of clear looo h"o boon t llken ey ber1can 
bondholdero. 

4. ADor1caa lon«-ter• lnYestore haYe boon dlocrialnated against In 
ta•or of 1nYeetcro from countries polltloall7 related tc Gor.an7 
or troa countries • bleb bad tufflolent control o•er International 
tranoaotlont to be able t o retali"te. 

5· American prhato citheno • ho • oro P ardoe!. onr $600 million ey 
tho lll:rod Claiat Co•hoion be•• not bolD peraitttd to collect 
on the10 claiao fro• 0..~. 

6. Aaerlcaa oW'Df'ra of ahort-teJ"'I clala~ on Gera.a.D¥ baTe b~eo ~r­
alttod to n thd.rat' th .. onl1 onr a lo-7e&r period aDd ...... tuff .. red 
conaicJera'ble loaaea on the se cla t ... 

Our t otal claiat on ee~. tbort-tera and lo~ten, e:rclnd l n« • ar 
debto, are about $350 atllion. 

The t otal clalat of Geraan7 on the Onlttd Stateo are leos tbt\n $100 aUl\on. 

(Both of theoo total• e:rclude the area• now occupied ey G•"""'''·l 

B.~ 

l. Tho JapMeoe in t ba e:rercioe of t heir f orolp> •••b&n«e control 
and collateral reculationt ba• • cauoed oontlderable dama«A to 
Aser1c&n lntereote in the J ar loot . 

I a ) Ip Japtp 

(l) Aart .... &CtOh baYe boon rro .. D• At t bo diacretloll 
o f tbe .J~aneae OoYe~Dt. lD ••t caae•, heriea.B 
butlll .. aaen ban boon allo~ed to 10'\ th<!raw t heir earniJip. 
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a.aearch 

(2) Tbe Japaneae Ocrrer,..nt, thro~~et~ ita .toreigD trade 
controls, baa elilllinated all illporta ot Aaerican 
COIIMd1 t i es except those rttal~ neoeaa&rJ to their 
war effort. 

(3) .Lolerican enterprises in Japan are d1scr1111nated 
apinat and pressure i a broucllt to curtail their 
act1rtt1 ... 

( b) In llancbnria 

(1) The Japanese aystem o! .toreisn cdlange control and 
state aonopcliea baa pract1~ elia1nated .laerican 
enterprise !ro. the field. 

(2) The foreig,n exchange control 1a adm1nistered to 
d13courage iapcrts !r011 tbe United States and 
other oon-Japaneee controlled cc.111tr1ee. 

(c) In North China 

(1) 1a the Japanese tishten their hold upon llortb 
CMna aUilar r ejp1l.ati ona d:irected asatnet 
Aaericana baTe beccae increaaineJ.y onere, 

2 , .Aaerican innstJoents in Japan ban a nadnal Talue o.t a quarter 
o.t a billion dollars . Since these are !rosen tbair actual Talu. 
is doubtM. While ....Uer, tbe Japanese imeetmont of $150 1111-
lion 1n the Un1 ted Stataa 1e crucial~ illportaot to Japan ao it 
represents abcout ball o! Japu> 1 a .toreigD exchange reeerns . 

(There 1o appended a lqer d1ecuae1ca o.t tbe injariou e!fects ot the 
Japaneee exchange ccat.rol. ) 

c.~ 

Italian exchlllge control baa been 110re lenieDt m Aaerican indwotrialiata 
and inYeators tblll tbat o.t Clenun)'. 

1 , The Italians baTe aerrioed tbe greater part of their U.S. 
doller boDe! a. 

2. Sllart-t&N aasete ban been 111 t.bdr-bl• 111 tb 11 tt.le d1.t.t1-
Clll.t,-. Howner, the total o.t these aaaeta baa bee ..U.. 

3. P.eplar ~~.1• o.t clirtclm!da and profit& t o the Un1ted State& 
baa been ~tile ainoe 1935, but there ban been a D1aber 
ot epecial a•ptiona. 

(Total .lmericen boldine• 1n Ita17 an UDder $140 111llica. Italian 
holdi.,. in tbia countr)" are $90 111lllca. ) 

• 

• 
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D1Yia1~" "~ llonetary 
Rosureh 

C31141dion exchange control ie JIIUCh less harsh with respect to 
t~e United States tha."' the control$ of the Axis powers . But the 
followinG reotrictioll/1 rr.ay be noticed• 

1. llalaMes hel d prior t o the war c~r.not t-e 'llithdrawn b-t 
~ericans at the official rate . 

2 , lfithdranl. Of profits J'l'quired 30 ~I notice before 
~ penai t 1s issued. 

) . Icporte fl"'Q th• United SU1tes in o:ccess of $25 require 
o pen:d.t. Certain categories or good' are prohibited 
and others restricted. 

1.. ~ecds fr= the sale or sec uri ties held prior to t~ 
':!t:r '::127 not be r.ithdrawn at tho official rate . 

5. INurance c""'!)a."'ies rrust decl=o U\eir rc~s cf 
torcifn excbanee. 

6. American companies :mJSt make a monthly report or 
operations and submit to 9eriodic ex~nntions . 

203 

In this connection, it is only fair to list the activities which 
can I.e ang~sed in by American property o1111era in Canada and wb1cll 
"auld not Ia poro:itted undor the Ald.a t)'Pe of exchange control . 
Al::orl cans can withdraw interest and d1 videi>'U: on Cane.dian investll:ente . 
Ennch plants c11n condu:t business freely with pnrent co.:pal'JS in the 
Unite<:! St.:> tea . American investors con withdrew new f'unoi8 1.n foredgn 
oxclwl;o . A.llerican residents in Canedo Cll'l holcl and dispose or foreign 
currer.c7 and securities. P.eturnir.;; Amoricc.r.a .ay wittdraw foreign 
exc~.&n;;e wb1ch they brou;;!l~ in, and &oods up to $100. .U..ricc.ns 
""'J' sell roreisn or dogestie securitiea to the United St:ttes . Am•rtcan 
balances :u.y be used freel.y within Canada . C...Ut<oents by ir.sura."lCe 
Coop&nies to pay in foreign excbc:lge aro bel.nt; honored aa TCS?"Cts 
A:>ericans . United States life insurance c~u arc permitted to 
do t.Jsineen as usual . 

(There is apponded a longer report on the organiwtion of the 
Car.ndian oxcbange control systec. ) 

Regraded Unclassified
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!Jr. lihl.te 

J.:r . Gass 

Divieion o: l!onet&ry 
Re.search 

Decornber 11, 1940 

cer...an Exchange Control end .1.!:3ricL" lntero:t s . 

265 

1. '="" Cer.nan.s have !or &cy yean exerci s ed an excbanie control vie-a-..U 
the t nitecl States which hu cost t!lia co;mtr;y and ita national:> !r.or.drecb ot 
,;dlllo"" of dollars . '!'hey ere now using this control to dalr.a:;e t!\ls nation not 
only in Ho o:<tcmDl relations b-Jt c.lso 1n its internc.l &!fairs . Hitherto the 
".ajor d=&e Nl3 been e ffected through German control exercisod over Ameri~an­
.. ,.d us ate in Gennany and other uoas : n:ore rocentl) tho use of the foreign 
e> c!lan, e control ovor Cennan-o1med dollar assets in the United States hu been 
:;,, . ource o~ iJtjury • Speci!icllll)· the effects of the Genr.an Excl>.ange Control 
u • t hes been exercised w1 th respect to the United Statos are "" tollon: 

2. The 0reatest looses inflicted on Anerican property interests by Gen:.any 

~~'• teen 't»r':'c b;; those AMricans W:to, during the 1920•:, invested l!!>eral1y 
in tt.e reconstrJctien ot Genu.n 1rll1114try, both throut-'> the purchase o! lo,.;- tera 
.,.,....an dollar bonds and throu&h the estal:llsluoent o~ r;.cdom branch ?lants 1n 

t..er.t.aJty • 

) . Under the !laz1 Regime, United Ste.tes hol ciinC3 of German dollar bonds 
rJtVC ~etr. roduced f rom a f O.Ce VO.luO Of approximatel y ()1,100 oillion to S. f ace 
v,l>i• of O.f;>r<»d:ostely $75 million. Considerably l'lOr& than half of this r"!lduc­
tlon, prol:&tly over $700 cillion, ropresenta " clear lo30 by the tunerican 
~ondhol~ors . 

4. 1l'l:'!ll the !iational Soe1al1ats caoe into polfer 1r. Genr.an;y, J,.t,erlcan 
trt-.,.-h plmts 1n t ba t c ountey had an esti=ted vllluo of over ~261) :Jillion. '!'here 
•.u b!:e• veey lit tle ro;>atria tion ot t!l!.s L"West:Jent, but it hu graduallY bec«e 
~l::oot .-alueless t or practical purposes . Since the lldddle or 1933, t ranafer or 
d!rtdencb ~..os been poroitted only intel'llli ttontly and. only to a f e'l< favored con­
eonls . '!'he /.rerican pare:>t coiJIP&fly, i n cost cases , receives no dividend~, r.as 
>C control over CWlal;8mOnt and personnel, and i s not pel'lllitted to receive inforca­
t~cn concel'lling the details or operation:: . Owne rship has been reduced to the 
trJMest let al ficti on . 

s. ~t the end of 1930, Amerie&ns held about $925 111llion of short-term 
el.tiaa on Ger<l&llY. Toda;y the value or our outstanding abort-tens cla1ms 1.1 
less tbAn $SO 111111on . '!'Ilia reduction 'AS not achieved w1 t.hout considerable 
losses to the American creditore, tbo'Ji.h tbe ehort-tera c.reditors fared ....,h 
better than the owners ot Genoan cloller bonds or the owners of di"ct in..est­
o:ents 1n Germa.n;y. 

6, .lbout $1,2?5 llil.lion 1a the Ge:naan Qo..ert1Milt1 a 1ndebtedneea to t he 
Covernmont or t he United Statee. Over $600 llillion o! thie 111prestmte •-rda 
ot t.~c L~ed Cl.ab.s COllllldeaion to American private ei ti&ena . These totals ere 
or.elusivo or t ho debts to the Un1 ted States Oovernmont ot ot her countries which 

Cer.D41\)r baa occupied and annexed to the Reich. 
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7. Tbe National Socilliat Oovert!Milt bu diacriainat.cl loiainat .A:oerico.n 
long-terll 1nvoatore a'f8r eince 19)). Seftral other countriee , who e1 ther bad 

closo political tiea with Cleruny or nre in a poeition to retaliate by tald.ng 

onr Oer<>&O asaete or by eliainatin& .., exceae ot Upc>rte tl:'Ol:l Oenoany, "" 
able to get specially favorable aetu-w. TIM Unitecl State• ,.... una.bJ.e to 
secure eq11U t reatant tor .&:Mrico.n creditors. llone ot tbe tor.r ...,riCCl 10a11o1 

11u been serviced in lull and aoore tball bt.l.t ban been in c"""1ete detmlt, Yet 

rtrtullY all Dutch and Swiee lOAII.I, and the ~llab Dewee and Young loa~~~, wre 

serviced in 1\11.1 liP to the outbl'Nlc or war. 

s. Since 19)), when tbe !lui Oovel"''UUU!t dotau.ltecl on tr~m~ters of bond 

Interest and aaortiution, oetanaibly becaun clollare ftre scarce, Oema•~ hal 
repurc:!>uOC: approxilzately a bUlion dollare face roue ot lhlited Stetea-hel4 
Oenr.an dollar bonds , at a coet of between $200 and $250 m1llion. Dollare, of 
.. llieh thore wu a scarcity '~~len it 11'&8 a queetion of meetin& leptil:>ate obliga­

tions, l.!)parently became p1entl..t\U whm1 there wu an opportunity to repurchase 
these same obligatione at the low prices which were the direct reeult o! Oenun 

Ooverruoent policy. • 

9 · Since Septe:ober, 1940, the Nan Oovemaent, with avowed political encla, 

hu accelerated the repatriation prograa by repurchases of a !ace mount of 

approxillately $7S m1llion ot United States-bald Oenaan dollar bor.ds . !he p1rpose 

of these repurobales, a.s avowed by Oerman loitnta, ia to etrengtben the poeition 

of Germany at the Peace Conference by enabling her to llal<e a cheap geeture o! 
&;~reeint to service all ber international obllgatione in lull. Cleman control 

our United Stat11 property, in all the area today under her juriad.iction, io 
aleo regarclod u an inatruMnt of ao eventual all-round aettlo•nt with the 

till. ted Stotos • The wi tbd.rawal of all Genaan liqllid. aaaeta troa thia count17, 

or their concealMnt in the aecew~ta o.! other countriea 1 aer...e the - p1rp0•e• 

10. In recent IIOIItbe, Oeraan o!ficiala in the Un1 ted State• have carried 
on • large part of their fiMncial t~W~aactiona in eaab, pre~U~~ably to prevent 
the detection of iaproper diabure..,.nta or to bW.ld liP oeoret reaervea in cue 
Oenr.an balanceo are blocked. Ill tbia ~ 1 the unreciprocatecl !reecloa whicb we 
&!tore! to the uae of O.man dollar bel encee enablea the O.r.n aove ....... t to 
tinanee act1 vitiea directed loiainat our n& tional interest&, wi tbout aerioue 

danpr of detection . 

11. The Oermma are in a poe1ti on to utilise every loophole and .,..ry 

liconaecl aro11 in our Ollll foreign !uncia control insofar aa our foreign !uncia 
control can be pereuaclecl to nleue p....,..b or other !uncia to Latin ..,..rica , 

to Switaerlancl, to ~ 8Dcl other cOUDtri&l. Tbe a. ...... are li'AII the 

DPPOrt.mity throucb intar.Mariea 111 the cue of Latin U.rica and tb1'0Uih 
"'-c alii political coercion in the cue or countriee adjacent to Oemaq 
to acquire tho dollare 'lhich we tree. 

12. Oennan-oontrolled direct infta~ta in tbe United State• conetitute 
1 fond.clable aouree of di....at influeace b:y the Cle...., Oove~t onr certain 

- '-rican 1ncluatr1ea. In &Mitton, the wid.eepread. in!hlen~ of ~ntrolled. 
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capital, and certain Genoan indhiduals , in some daMetically controlled ind\1&­
t rioo mAkes poMible the exertion or German influence in ~uartare not 101per­
ticially apparent . Germany also controls oany induotrial processes 1n the 
United s tate s , oomo of which are vital to llational Defense, through patent 
hol din,as and lice nee •· 

lJ , Oemmn invubaants and the acthitiss ot German nationals in the 
Uni ted States are strictly controlled by tile Nazi Oovorn~~~ent. As long ae the 
Uni ted States Oovel'llllltlnt !ails to eatablieh i t a own oyetaa o! control avsr 
Qonoan usota, it pemita the Nazi Ooverruoent a !reo band here. The altemativea 
are no~ treedO!I ver8\ls cont rol but Oenaan control vereue Alllerican control, 
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Foreign exchange control ne fi.rst adopted ill Genoaey 011 July 16, 1931, 
u a rosuU of the ....... 1'1Danchl crisia of t hat p!!r. Fr'Oll that dete on, 
the ecancaic lite of Oem1n7 and the poe:l.tion o! the tore!4n creditor hae been 

I!Ubject to inoreaei.ogl,y ~oroua goven.ent control . Long before the olitbreak 

0 r war , the 0.1'111111\ Gover~~~~~ent had aoi!UDd COIIPl ete control over internatioll&l 
transaction• of all kind•• wit.hout the pe,.,.i aaion of the proper authoritiea, 
no transfer s abroad o! pa.)'lllllnte for i.mporta, ror forel.&J) debt aerrice , for 
prori~s, rente, or royaltiea, or capital withdrawal 81.ght be uda. The r eiU).a.­

~1ons gonroillg aneh persi1!81on -re c .. plex, the use wbieh l014bt be •de of 
atJ:1 l'Joicho:o&rka beloaging to , or accrui.og to , tor&18nera bei.og dependent upon 
tbe a~citic or1gill or these Raiehnark balancu. 

Pemi eeion to t rane! er Raiobi!Urk twlde or clal.m.e into foreign currency i e 
granted or withheld according to the eeonond.c, political and etrategio pol1c1ea 
or the Ge1'<'.81l Government . For eumple, eubetanthl auae of torel.&J) exchange 
ba-.e bean paid to certain count ria a wi tb ...- GaN&I17 ei tber wae ill a poor 
wgal..:!bg position, or found it desirable to uintain 1'11ry good relationa . In 

the case ot the OnHed Statee, al8oat the onl;r tranefera per.itted were ~nta 

ror current 1111)0l'ta t1ons into German,y !"rom tbe United Statee, and e'"'n bere a 
large proportion of our total exports to Gemany could ool;r be a!de b,y accepti.og 
Ylrious rome o! blocked bal.ancu. 

0.= roatr1ct1one on illtarnatioll&l capit&l tranaactiona. 

Tbo eystem of regulat ion• 'llbioh tba Oenun GoV~~mMnt eat up to oont rol 
capital .. ..,.ant e wao rapidl,y expanded alter 19)) to co•er nery couceiftble 
transaction and plU& e1'11ry leak wbereb)" capital llight eeoape the country. '!he 
Connan authori tiu are u.d with unlillited authority and the regulat1o11e ben 
been adopted 111 tb ,.-.at ngor to taka account o! new dnalo.-nta 1n Ge~' e 
oco~c porttion . Add1t1oua, subtractione, and neaptiona to the rul.ee are 
frequent, and a coaplate description of tha ,...,._ at any tiM would be out of 
date ba!ore U could ha COIIPllad. '!he t ollowin& description 1e illtondad onl;r 

to illustrate tha aeope ed •thocl ot tha OeJWAD regulat1one1 arq speoitic rules 

or e:w:pleo ....,tioned 11&7 ha ... been supnaaded. 

After June 1933, tbe Ganun Oo,..n.ent required tbet. illtereat, d1rldende, 
capital J>011Unta, and r ente renlting rr.. forei&J) ill1'11&t.nt.a ill Gal'UI\T wuat 
be paid 1n lloicbaarks illto tha Conftre:l.on Otfi.ce tor Ganun Fora~ Debt to 
the credit of tbe forwign oraditor. StaDdatUl &filii m t debta and in..- !rca 

capital acquired attar 1931 with tree foreiiD a:ehan; a were nuptad rr.. tbia 
requi-.nt;. 'lha eon ... reion Office 1aeued to torel.&J) eraditore -illtereat 
bearing Reiehsmark cert1t1catea or interaat-bearillg bonde in the currenCT ot tha 

origlnal elaia. .Utarnat1 ... 1T, tba uounte paid into tba ConY~nion O!fi.oa OO'Gld 

be transferred to blocked acoounta 1n tha !orel.&J) exahanga banlrs, 'tlbere thaT OO'Gld 

bo 4ran on tor certain llld.tad parposee. Capital ~nte could be ude Oft17 
into special bloelcad accoant.a wbl.eh could be axpandad for certain apaoi.t1ed 

l1aitad PIU'POaae . 
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.u a reeult of the •• ...,... reotJ'ictiona an trane!er ~eats, a wp 
n111ber o! blocked aark accounte were opened in the Ge.noan banks autboJ'ised to 
accept such accounts. Oeraan debtore in •oet cases were P"rmitted to discharge 
!.heir obligations to toreisnera by p~ente into tbeee accounts, 111&1\1 o! 'llhich 
are still held, 'llhile othere haTe been used cbie~ !or innetment in certain 

..,curities and real es tate in ~ or !or J)a.!Sient tor Ge.noan exporta . Blocked 
aarks could aloo be sold to other fore1£Dere, but t.be usee of such acquired &arks 

wa"e even •ore restricted tha.rl the wsea o! the original accounts, and conoe­
~uently they could be sold onl7 at a bea.y discount. 

In addition to the rigorous regulation of tinancial transactiona , t he 
German Government also bee ieposed <iiroct restrictions since tho outbreak o! 
.rar on t ho expert o! ..,...odi u .. rr .. 0el:'IW1T. 'l'heee restrictioruo are a turtber 
obst..cle t.o the Uquidatico o! Aaeriean a .. ete in ~. 

1)1seriminat1on against u.s. boldera or Oe!l:l!ln dollar bond!. 

Since 1933 the llationo.l Socialist Government has diocrillinated against 
AD:erican lontr""term creditor s . Up •llltU Juno of that yeer 0eraan;r bad met in 
ruu U,t interest and uortilation charges co her !orsisn bonds. Eut on Jul;t 1, 
193), Ge"""'17 pr-.ulpted a la.r rellninc GereAn debtore ot tbe obl1p ti011 to ~ 
1n roretsn currencies and requirinG thOill t.o pe,y t.beir !oreii'P obliptione in 
rete~-""arl<s into the ecmeraion o!fiea. Since tbet ti.te, none o! tho toraer 
O..l'lDIIll dollar bond! haTO been ful.l7 seJ'Ticed in this country and more tha."> halt 
have been in complete default. 

Yet the Dutcb and Swiea creditors were able to collect Tirtuall;f the 

1fhole or tbe interest due thOI!J t.bey were able to reach nch an agre•ant 
beeeuse or ClercanJ' s !aTOrable balance of trade with Bolland and SWI.tserland. 
This was clearq a discr1aintlt1oo against the Aaerican credit.ors. .lnd in 1934 
t.he British Government was able to obtain tul.l oeJ'Tice co British holdinca or 
the Daweo and Young lo&nsJ they were able to reaeh such an agreeeent by reaaon 
or a law empoweJ'ing the Bri tieh Govermaent to take retaliatory action againot 
a..,.., trade . The United States, bawner, bad a strong !aYorable boJ.ance o! 
trade wi t.b Oe:r.aro' and eonaequantq was not able to bri.ng e!!eeti Te praaaure 
on the Ceraan GoTOJ'IIaent with reepeet to t.beee loans. The Oersana baTe baen 
servicing about 75 percent of the pa;yaenta due on the AaeJ'iean holdinp o! 
theoe loans. This procedure also ele&l'q diseriain&tecl against the AaeJ'iean 
creditors . 

Furtberaore , although tbe llasi Govemaent de!eultecl 011 transfers of bond 
interest and •ort1sat1<111, oatenoibl¥ bacauae dollers ware ecerce, c...._ 
has repurehaaed approxi.tateq Cllle bUllco dallare ! ace ftlue of UDitedStetea­

held Gelun dollar banda at a coat of be- $aXl and $2~ aUlion. 
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This repatriation ot German dollar bonde no ot"-lat od 1>7 opecial 
.. uur<~o undertaken bT the Oenii&D ao .. naent . uter 19)) default bT GerMD 
debl.ors and ottieial reetrietione on eernee trenafere abroad eaueed t.be price 
o! ()erun bonds held abroad to tall ..... rel7. 0.. tbe Genoan marlcet prices 
,..railltd relatiw~ hisb • '11M Deman Oove.-ent tool< ad.....,tap of thia diltor­
ential l.o inotituto a ll)'at• of •supplomntar,. exports•. 8)" this uthod Genun 
uportors could bl;r dollar bonds with part of t ho proceeds of tbeir oxporte, 
end then could regiator thea tor aale at the higher pricoo pre....utng in OeJ'ND7. 
Thus dollare which wero oearce when it waa a question of •etillg legitiloato 
obliJ!&t1ono. wore plontitul when it waa a question ot mald."' American bondholder• 
1ndirect}J' pay for Oeman exports. 

Since 1940, haw~ver)11r1ut oo ... ..-nt hae aceelerate d tho repatriaticn 
provrom tor avowed political ends. It has repurchase<! a face 1m01mt of 
opproxirate}J' f7S od.l.lion of 1lllitad States-held Gel'II&D dollar hondo at a ooat 
or about $:10 111llioo. Two OermiD &cents alone, actin.c privata~ tor the Gei'UI1 
Gonrnnnt haw received $1S od.l.lion since October 10 for the n:preos purpoao 
or Willg these repurchaeee. !he purpose of tbeae ropurcheoee , .......... d bT 
theM Oenr.an agents, 1e to etro.,tben tbe poeitioo of 0ol'IWI3' a t tbe Peace 
Conference bT enablillg her to !lake • gesture of esreeins to aernce all ber 
in~.ernational obl18attona in lull. Here again dollore whicb were aca.rce When 
it wu a question of .. oting logitiJoato obl18at1ono becM~e plontitul when it 
was a question or reali ziaa a.- political endo. 

Ipt!rz to @rie&D:-O!!Jltd dinct in.,.,.,_nta 1p Oem&JtY. 

!bo 'falue ot """rican direct im'est.nta in 0ol'IWI3' baa been eotiaotad bT 
tho Dopartaont or c ..... roo et about $264 Jd.llioo •• of the end of 19)). At 
pro•ont tbe book ..alna ot t.beM inYOot.nta ie about ~S 111lll.on. However, 
t!Ua tt,ure of $22S Jd.llioo 1e doubl;T t1ctit1o~a. On tho ooo hand, tbeM 
invuboonta aro at the -t practi~ Tal118looa to t hair D..,"", .lllleriC81l 
ownere because tbll)' yield no t r iDaferable intoreat or dividendo. On the other 
hand, the boolc nlue or .AMrican direct 1pvee1ment o lllldor Genoan contr ol hae now 
boon E~Ote then doubled 1>7 tho exteneion ol Oeman control oTOr the larger part 
ot Continental l'lurope. 

Alreed7 .laerican capit al and una~ personnel are being eliainatad r.­
ontorprioee 1n all the occupied area-!roa Franco to Rumania. 

Recent o>:perience in lhwenh still co•• treeb to tbe ldnd. In tbot 
oouat..,., •• eoon aa tbe O.l'II&Da acqo.ired cOII!Plato ocoaoaic control, witb the 
ldvoot o! General .Antoneacu to ponr, .AMriean-owned "'beidiariu bepn to 
Pill into ae....., hande. Por inetiDce, tbe director-cenoral of the .&.ri...,_ 
Cllllled Sociota .Anont.a Rollana de Tolofona, a $SO Jd.llioo r<lbaicliar7 at t.be 
lntornational Telephone and Tolacropb Ca.pa~~T, waa pereu.lde<l to acne to a 
deu&nd of the Iron Guard tor a norcallisation of tbe Teletcoa ' a directonlup. 
!be Iron Guard thereupon ,...d a special c...toaar to euponiee the toleP-
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canpaey' s act.hitiea. On October ll, 1940, the c-esar took Oftr cODtrcl ot 
lobe c01!pel1l', and i t ne &NIOIIDOid that IreD Ouard Ullderetudiee woald be eelected 
t.o t.alto over all t he •oat i.llportant uacutin poete, Abo, on Dec-.ber 4, 1940, 

1 decree JMCW~Ced tbe expropriatiCD or all the crude oU ad suol.iDI l.iDie 
l.o!lethlr rith ~ etat ione 8Dd taDk tano.a, ot the Roeeno .U.ricana 1 ~ 
....,.d b7 the Standard Oil~ ot 1 .. Jereq. P~~JMnt tor the ~prieted 
propert:r rill be aade in bond a to be aortised in 25 ;rears &nd e&r'171DI 1Dtereet 
at 3 percent. Shdlarl:r t he lntamational Bueineee !llachine eubtrl.diar;r 1D 
JblO.Ci & was confronted rith tbe altemativa either to accept a c.-issar or to 
rtpl&ce ..,.rican manasere b7 Oerune, aDd to reliDquieh part or tbeir obare­

bolDI..n&a t o OeruD 1.Dtereete. 

Short-tara in,.ataenta aDd tbe atandet111 agreement.. 

DuriDB the lata 1920'e AMrlean short-tam capital non<~ 1n larse 'f'Ol­
t.o Europe , prlnoi pall;y to Oe~. In 1930, American abort-tent c~ on 
o.run;r totalled about $925 1111ll1on. 

lho •eftre tin&nc:1,al orlrie or tbe -r of 1931 conviDeed Oe~'• 
toreiJ>D c- rcial creditors t hat ~ at teapt at pneral Uquidation ot tbeir 
c""""rcial credits to Geru.n,- would lead to a collapse or Oerun induatr;r. 
A Standstill Aareolll8nt wae reaebed between a comittae ot t he r omsn banlalre 
and a cOJBittao r epreeent ins tbe Reiebebanlc and the Oenu.n b&nlcere. '!he 
forei gn banlcera asreed to IIAintaiD tbe ex1atins volUM of ohort-tam crl<li te 
obicb hid alread;r been extended to Oerun tiNa . In retum tbe Oentan belllce 
provided certain cuarantaee ot tho reJU].ar J>11(11M11t or 1Dterut aDd agreed to 

certaiD provilione wbieb penlitted tbe s redual r.ctuctiCD or the outatandinl 
crtdito. Tbe .l.p'ecant hu been .-d "cb :rear eiDce 1931. 

About .486 ldlliOD of Merlcan bank loans were co'f9red b7 tbe ! irat 
Standstill Asre.....,t. llo eetiutoe are at band tor the vol'UIIIe at tha t tiM 
or abort-tom credits not co'f9red by the 1,1..-nt, but tbey prohebl;r '"~'~ 
M1'tral bu.Dclred .Slljona. 

The -t (iD .-rlce) due tbe .... rl~ID beker a UDder tbe &er-ent hee 
been ataac!il;r reduced eiDca 1931. 'lhie rec!uctim hae been the result ot t hr .. 
ractorac 

1. Cancelletion or auaed credit l.iDie. 
2. ~ .. te tbrou&b t be Nle of tra,.l urtca. 
). Drral.ut:l. on ot the dollar. 

B:r r&rch 1939 tbe -t wht.andlns n• Cllll;r t65 a1llloa. ID Septeaber 
1939 t he •sree•nt ne can~elled , but on De~r 9, 1939, .... ot tbe -rlcan 
banks reached a ...., ~,~re-nt co ... rins about t46 .UUcm of credite. For the 

P&et three :rear• , credit• not - red h;r tbe Stalldetill Jcre-nt haft been a 
&all and •hrinld.nc traction ot all ,_rlcan abort-tam oredite to 011'UI'IT. 
l t tbe end ot 1938, tbe ~nt eo ... red $71 111.lliCD wt ot a total or aboolt 

$90 llillion. Our lataat tr.anr:r fi«ure• eholr a total ot Olll:r about t45 .ulioa 

in U.s. abort-tem e1a1u on O.J'WIQ'. 
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The 111ounta owed the UDited Stet .. Oonrraent by the Gerun Oovernaent 
rep!'es•nt t he coat of the .blerie&n J.nrq ot Occup&tion and the &warda ot 
the !ti.Xe<l Claima CaiiDbeion. Cb June 30 , 1940, tbe total n.lue of these 
debt•, incllldl.ng principle and accllllulet.d inta.reat, na $1, 264 llilUOil o 

Tho last papenta, of about $1,250 thousand, on these debts ware 
received in 1934• Tbis brought the total paid to about GJ4 million. 
Since 1934 Qel'lll&ey h84 been in complete default. 

To these debts o! the Genr.an Oonmment auat now be added the debts 
""ad to the Gova.rment of the United States by the countries llhich ~ 
hu occupied. 

Use or Qenu.n Dolla.r Resources !or l!:!proper Asti"t'itiea in the llnit.d States 

A ca:::~on technique curt'<lnt~ being used by Cler&an1 to finance izproper 
acti'f'itiea in the United states is the &eC\IOuletion of l3rge easb balances 
llhic!l can be diabur~ed tor Tarioua aubTerain purposes without lea"t'ing 
traces l:ebind . 

According to reports from the Foderel Bureau of Invectigation, billa 
tuced recently by aerial numbers fr<D the account of the Gei'IIIllD consule.te 
in N..,.. York City are lcnown to haTe been roceind by ti.rma and organizations 
auepeoted or being engaged in propegan<le acti Ti ties . 

That this deTice of using cash accounts tor undercoTer purposes 1e 
c-.o~ being resorted to i .s a ttested by the folloorin" examples• 

(l) On Dec:<llllber 4, 1940, the Ceru.n »abaao)' withdrew $200,000 
in cash traa ita account. m o! this .... in bilh or $1,000 
denaeinatian or ...Uer. 

(2) In the last t .. 1<011ths, the Geraan Ceoaul&te General in !lew York 
secured onr $1,000,000 in caab. Cb October 14, it withdrew 
~.ooo in caab; em lio'9'111lber 19, $30,000; 011 !IOYSber 25, 
l20,0QO; 011 Decec.ber 2, $6!i01000. 

(3) Frits ned......,, wben he aaaiiM<i the Ceosulete Generalship in 
San Francisco, opened en account with a local bank by depositing, 
r eportedl,y, $5 llillion. 

S.t....li. October 2, 1940, and the &iddle of Non111ber, it baa been 
eatil<ated that Oenlan bank funds in this countr)' hen dropped !rca approxi.­
mate};f &13,200, 000 to $7,700,000. The troedae ot action ..m1eh tbeee 
tranaactiorus represent 1s t>a.rdlJ" r eciprocat.d b7 OenlaJV' eo far aa .Aaerioan 
fund• in Nasi~eld terri torT are conee:med. 
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Qen'"&n attem~?t.o to c1rcumv~n t our foreign tun<1a control , 

'I'll• Genoans hue set up varie>ua dovicos llhoreby they attempt to 
el rcw:went tlle foreign tWlda control llhich • !'.ave establ.1shed 'llitb regiU"CC 

to the occupi ed countries . In recent aontha , tbey have etrected ileportant 

tn~o and readttanc:,. tranaactie>ns , i!> which nationals ot the countries •ui>­

J•ct to licensine have an intere•t, throuch intemedinries in Latin Am, rica, 

SiM:'ia, SWit~erland, Port\16al and Spain . For example, the Zurich branch or 
an Alsat ian bank bas cabled a llew York bank sta ting that they can effect 

PIJ'1D'lDI.o even of considerable omounts against dollars in Nn YorY., !loth in 
W>occupied and in the occupied French territory. '!'his tiu up 'llitb tho 

&.1!10U0Ce'".8Dt or the Gon:san Consul-General in san Francisco that remittances 

c<>old be aade to France 11:1d otller cou.'ltries whose turr:b b .ve been blocked by 
trano! er:! tllrouch this !lew York bsnk . Ac:ain, a !iew York !1m hu been 

cooperating with a French firm in the occupied zone in evading our foreign 

l'unds con t rol by facilitating paymente !or per!'umes in l!eXico a.'ld S'llitzerland. 

L• amt!ler case, an axis controlled bank in the .t.rgentine advortioes thet 

it h4s esto.hl1shed a regular ~nts service for France. .Utbough tbare ie 

Mthini! i rregular 1n transfers !ron this bali< to France, yet the JI'U'PI)8e Of 

U.ese transfers is clear. One c..u effectively evade the controls by raitting 

tunds to a gents 1n the Ar:;entine who, in their turn, remit these .fUnl:b to 

f rance . 

c-tr.w~ intluonce in American industry. 

Tho direct inve:t.::enta or Gomany in the United Statos, plus the direct 

Lovest.-..ent s in the United States or tb<>se countries over which C-emany hu 

control:, oake Nasi influence in so""' United States indus tries or considerable 

importance . The Generel Aniline and Film Corporation of trow Yorl< i s a good 

oxa.':l!'l e of a Geman-controlled firm llhich hu an :IJJiportant p4ce 1n one ot 

the larce industries of this countr;;, rtz. , til!! chemical induotry. 

1M extent ot :loman 1nfiuonce on industries 1n tbic country is treater, 

!lon •er, tha."l indicated ""rely by the u:ount of Geman-controllod direot 

inveotQOnte hero . For eJCUI;)le, Gen"rel Aniline ud Fila Corporation (which 

1s indirectl~· owned b)' I. 0 . Farl>en, the Oe= dye trust) ha3 considerable 
in,·ost.oente i n Sta.'ldard 011 of New Jerney, in St erling Products, I nc., and 

in E. I . dt• Pont de Nenouro and Co . J'IJrtbennore, many of tho otficors and 

dlrectors or Oeneral Ar.illno and Film are officers and directors of large 
doustically-controlled corporations. ~al P'ord, e . g ., holds the po•ition 

or director in Cl-reral Aniline and P1la u well as the ;lOsi tion or officer 

L1t\ director in several other wJ.L.!m01111 .sc.eatic !iru. 1'be presence or auch 

interlocking directorates can hardly tall to enhance tba magnitude or Ge man 

in!luonce 1n American industries . 

In still another <ay, the presence of Nui control 1n United States 

industry aro.toste i tsolt. In 1937, GelWAily held 37 percent or all !oreicn 

t eld United Statao patents. llot onl.J' 11 this potent oontrol iJoportant, btlt 

it io ia;>ortant 1n s .. e cuea with respec t to ind.uatrial proc••••• vital to 

national <lotonn' ..,D/l which cases the !oll.o'llillg u:y be aentioned • 

• 
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(l) Patent control o! ll&usch and Locnb Optical Company bae recent ly 
kept essential i nstrument<l !roa AnllY and Navy use l 

(2) "L'\fi\OSilllll, an e31ent1al metal, is produced 1n thia country '>&rtly 
u:>der !'atenta helcl by a partially Oema.'\-OWned corporation; 

274 

(3) TUngsten carbide, a material liatod by the Army ancl llavy J.'Wiition.s 
Boarcl M •strategic•, is p rocluced by 'leneral Electric, 'ld.th Krupp bavinl 
~· right, uncler contract, to limit the number of new l i censes ot 
tunl!sten carbide p&tents . 

'nit •rroedcn• or ~l3rl a.sseta in this eountr;. 

A special circW'IStanco Wbich sho•lld he taken account o£ 1n t~.e tonoo.tlat!on 

o! ou,. policy y,ith ::espeet to regulating or not regulating the usa of Oerun 

funds in this country, is tho pecuUar relationship 11hieb o:dsts between the 

Jlu l vavemment ancl ita INbjecta . Unlike tho situation in 1110et clemocrntio 
cOl!lltrles, tho control over foreign assets holcl by Ge..an subjects ia, 1n e!Jtect, 

bal d ;y the Genoan Gow""""nt. The idea ot free and indbidual property 
.,.,.rshi;> ~.as teen eliminated 1n Naz1dom. The State baa asau:aed !'ull jUris­

diction and control over all tund.o and properties of its subjects , whether 

~he sHus or these 13 at hoce or abroad . The l)rivate, inclividual ownership 
of German inveotmenta ancl tuncls 1n the United States is convenient to the 
German GovelmllleDt as a le&al fiction, but tho reality of the ei tuation ia t hat 

they are the property of the Reich . 

Eonca, the absence o! .t.cerican control over the !W>da or Oeman eubjeeta 

is ta.'ltamount to g1 v1ng the Oeman Oovern::mtt a tree band in whatever !!nan­

elal oontrol it cton obtain oTer industries il"t th!s country. It is ill!poosible 

unilaterally to Jllaintein "tree• ri&hts where a bilatereJ. relationship exiate 
and where tbo other party exercioe• control. The institution of control 
<-"UUres by tho United Statee over Gcman tunds 1n this country, therefore, 
1roulcl r.<>t destroy a •.rreeclom• Wbich does not exist, but woulcl rather voat in 

this Govonoont 11 control now exercised br ll ! oreiED gove""'"'"'t • 
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Jaenen Exch&nge Control and Ameri~an lht.eresta 

1. The Japanese in the exercise o! their !oreizn exchange control and 
collateral r~gulat.ions have caused great clamage to .lloerican intereata 
in the Far East . 

•• In Jman 

'!be Japanese iJIIposed exchange control on Ua,y 1, l9JJ, 
nda brought the r emittance or suu !rom Japan to United 
States !t'OIIl .Aioericat~ !.nvestcent a in Jop&n und.or Japanese 
control with resulting cl&:r.aie to American interest.. in 
several instances. AB early u November, 1934, tor ~le, 
i t wa.s reported by l!r. Grew that the Gener al l:otors Co:::pany 
euboidiary in JapJ.n 'IIU not pemitted to export tunis t"e­

sult.ing fl'CQ the sole o! SCICO o! ita shares , 

Since 193? the Japa!'l<lSe control hu becoaoe increasingly 
ctrinllent to t.'le extent that Aloerican tunda in Japan are """' 
CO<lPletoly frozen . At prc~ont, c:'lly transactions =olUn& 
to leu than 100 yen a year ($2) .00) aro uempt !rem the 
control . 

The Japanese Govenu:ent is now organizing a complete 
control of sJ.l imports and ~ orta . Even under the part:illl 
contr ols in existence before, tho Japanese were able arbi­
t rarily to discrl...mi=te against American ""POrtero to Japan. 
The Japnnese have elim1nated all imports !roa t he United 
States except those vitally necessary tor their war effort. 

ADtrican enterprises in Japan are being forced out or 
business . Alter long years or protl.table ox1.8t.enco, tha 
.U.rict.D-OIIlled. Japan Advertiser has been recelltq forced to 
cli•conti.ute . 

b . In i'ancburia 

'!be Japanese-instituted aystea o! f oreign axchan8e control 
in l!&ncburia baa diacril!linated ettectiYely against AIMrican 
busi neaa, The ostensible purpose o! the exchange control ._. 
plainly stat&d as being • to curtail wmecesaary iJIIports !r0111 
countries other than Japan•. 

The puppet "'laDchukuoan" foreign exch&nee control 1s 
linked with the Japanese control and in pract.ice aerves only 
Japeneee purposes . Under tbia rep.., all tranaact.ions in 
currencies, otl>.er than the yen, including tranaact.ions in 
United States doll.ara, are subject to ri&orou. edal nlstrat.i ... 

Prepared by llr. A. II . Ka.an:k 
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control . Si."'Ce all other currencies than the ;yen are regarded 
u fore1&n exchange end the purpoee of tl'.e control is to 
Motx-1ct the use of foreign e>.c1W1&e, it is ob\'ious that 
col\1 tant c!iscx1.mination a gllinst Amerlc8l1s and in fc.vor of 
Japanese exists . 

Impl~cnting the foreign eY~hAnee control are a wide 
vmoty of puppet state monopolies do:a:l.nated by Japanese and 
excludill{l Alterlc:~ns fr01> fertUe tielde of industry . Americon 
concen-.s bnve been forced to abuld.on industry after industry 
to the Jopanese. For IU.A'nple, the l!anchukuoan petroall!ll 
Jr.Onopoly was orgonizoo to beco• the solo illporter into 
l:anchurl.a of practically all petroleum products . Aloerlean 
co:opanies " ere forced to c!iacontinuo their llanchurlan business 
at. great loss. 

The X111llltung .u..,. enforces diacrlaina tion b"/ the l.!anchl!l<uoan 
Govem~<Bnt a~;<dnst the purch&ae of Amerlcan motor trucks 1n 
ravor of Japane•e-assembled products . 

The W~ch\lkuoan" Qove~nt 0 S lC.W Of OCtober, 19)7 
reoulted in the withdrawal of prncticully all American oot1on 
picture coapanies from the Manchurlan market . 

llorth China 

The Japanese puppet govern:nent in llortb Chi.na has oilrilarly 
promulgated a forei<;n exchange control which is increasingly 
injurious to Anerican business. The puppet Foderal Re~erve Bank 
ot llol'th China has been placed in charge of all foreign exchange 
tl'&n&o.ctions . Since the value o! the llol'th China J1W1 is 
officially fixed on a ;>arlty with the )"(Ill , while its actual 
forei .... exc!lange r.Uue in te....s or other c:urroneiec is :mob 
J.onr, " presr.i\110 is placed on illporto rro .. Jap&n as again$t 
the U:Utecl States. 

The Japanese are 1.-utitutina a ayste: o! trade 110col)OllftS 

in llol'th China 11bicb already has caused conaido~ble dama&e to 
A:Jorlcan interests in this &rea , 

The Japanese lllilitary and naval authorities in Nol'th China 
Mgage i n pncticos 'ltlich diacrlminate against Alllorlcana . I.arg._ 
acalo smuggling by Japanese ia pel"'llitted. 'l'hrough nrlOIUI tariff 
practicoa coJnoditiea ilq>ortod from Japan are allowed to enter 
the occupied Cbineae porte without the pay~~~~nt ot c:uat.- or 
port toes . 
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2. Under present circlllll8to.noee American aaaeta under the control of JApan 
have whatever value ths Japo.nsae wish to set upon the&t. Americana 
having investz:lenta 1n Japan bll.Ye no protection qainat the arbi t rtu7 
actions of the Japanoae Oovornaent. Freesina of Japaceso aaaeta 1n 
the united Stntea 1a enential to provide tbe necessary protection 
due to .tcerican propert7. 

AMrical!s have a quarter of a bUlle:> dollArs ir:veated in Jo.pan of 
llhich over one-thirc1 1a represented in short-tara funds which haYe 
been frozen by the Ja,anese. On the other aide of the ledger, tr.e 
J•panose have about $100 1'11llion in sl'.ort-tam funds and about 
$50 million 1n direct investments in the IJni ted State• . 

r ro:o the viewpoint of relative importance, ho>"lvu, the Japanese 
t'lln13 1n t his country J'el)t-esent almost r.alf of Japan ' s known foreibft 
e>::ba.nee reserve• wbereaa; A!Derican funds 1n Japan represent onl,y a 
n•gligible portion of our fore1gn exchange reserves . 

J , For e!fective defense, control of Japanese reso11r0es 1n the United 
States 1s necessar.y. 

a. Exchange control ia the !lOSt fiexible and powertul 1118thod 
of controlling international eccnOIII.c tranaactione . At 
the pt-eeent tiM, the outstanding tact about the economic 
relatione between Japan and the United States is that the 
Japanese are eupplying their war econom;y >lith matariale and 
machines from tbe u. s. Their war econom;y, with exchange 
control aa a CCIIIPOnent part, has already caueed enormoue 
duqe to the ecoooocic interest& of the u. S. i n t he Far 
East. Excbange control would enable the u. S. to place 
into operation any desired Clltt> on tbe supp)s of ""terials 
across t he Paeitic. This curt> ail:ht be un~ly a gradual 
slo:Uns down. It a1ght be dra.stic on a.- :>rticlee and 
loss on others . 'lhat&Ter the polioJ waa, it could be 
quickl7 enforced. The exchange control could be used as 
a supplement. to diplooatic negotiationa an4 barga1n1ng. 

Hot onl.y beoauee Japan••• policy boa already caused great 
damage to the United states, but alao beccuee tbe clolllinD.nt 
orientation ot Japanese ton1ign policy aeeiDI to be against 
the United Stataa, we should out of ele11tnt&r7 aelt- intareat 
take atepe to preYillt the etrengtbenini and enlarg-t ot 
Jllpalleae nr 1nten1ata. 

b . It 1a essential to lcno1r the dollar reaCNrC .. anilable to 
Japu~. I:n the put, because of 111-ta~ota b7 Japcneae 
banka in New York, it baa appeared that Japen •aa likely 
to exhaust ber ton~ign exchaoge reaarYea . This talae 
picture has .. couraged the viewpoi nt that no action by the 
United State• was naceaeary since JApan would automat-ically 
be forced to curtail ber nr effort due to lack of foreign 
exchange . 

• 
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c , Ambaaaador Grew baa reco=ncle<l that Japnnese tums in thlt 
United States be block.ed tc usist b1Ja in securing the 
liquidation or frozen Anleric£11 .fllnda in Japan. Thi.s te 
regar<ls as particularly urgent at the present tilr.e as r.e 
ho.a c.augllt sigJ'.s that indicate the Japanese will soon 
w1 tbdrew all available !lmds out or tho llni ted States. 

4. It ia esssntial lor national security that control be Jllaintained 
over Japanese expsnditures in the United States. 

279 

a . The Japanese off'iciala in the United States maintain a close 
supervision over all or their nationals in the United States , 
tha recant registration o! all Japanese res1d•nts with the 
Japanese consul.s being a good 1r.:ot.nce. The Japane•• toreiift 
exch&n&a control bM reqctred regia~ration o! &.ll Japanese 
foreign assets and these are, t!l8re!ore, also at the disposal 
or tho Japanese state. It 11 olm.oua that all Japanese 
assets , concer:IS and nationalB in the United states cmst 
operata !or Ja;>anese state ends . The existence of such a 
foreign control reaching acroes American borders and 
exercising its influence on people and concoma resident 
in tho United States is a direct thr84t to the security o! 
the Americl:ll nation. In salt-de!eru~o H is vitally l'.ecessar;y 
tlmt such foreign control be neutralized by the imposition 
of an American control reclaiJning the sovereign rights of 
the United States over all with1.n our boundaries . 

b . Tho Japanese are l".aintaining an axtensivo espionage netY."Ork 
in the United States. For proof, it is merely necessary to 
recall the two recent cues o! the apprehension or tl>o Japanese­
paid a gents, IJ.eutal'.ant-Co::lllllllldar Farnsworth and the Philippine 
Scouts officer recently conTieted . 

The Japanese have recently at&rtecl a nn school !or espionage 
agents to be sent tc the PbUippinca. Unquestio~y, t he 
United States has =ny gnduatec or SCDIO or the older 
Japanese spy schools. 

Tho F .s.r. reported tN.t an agreement !or cooperation and 
interchange of in!Ol"'ll8tion baa already been reached bet ..... en 
the O.nu.n and Japanese espionage orsanizationa in the 
United States. 

The Japanese notoriously attempt to influence public opinion 
1n t he United States by !)&Yini large cw:>:> for nomnal •orv1coo 
tc influential people (Ceneral O•Ryan being a case in point) . 

11h1le control over Ja panese .fllnda would not stop Jai"''lese 
e:Jpionage and c.ttempts at bribery, both ot these Japanese 
practices r.onld Uillbubtadly be severely crlp;:led. 
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5. Tho Japanese have engaged in aeerot .1'1nano1al transactions in the 
United St&tea . 

>'or a por:l.od o! over two years {July 27, 1938 to Septeaber 4, 1940) , 
the trew Xork of!iee of the atai.-o!!ieial Yokoh<llo& Specie Bank COD­
cealed accounts hal<i for the Bank of Japan, tho Japanese Governoent, 
en<! tho puppet Federal Resene Bank of llorth China. At ita hiGhest. 
point on J.prll 10, 1940, the secret acc01mt he1<i for Japan 8<10\lDted 
to $lll, OOO,OOO 11hi.le t3, 000,000 na hel<i f or puppet llorth Chine. 

280 

For the l ast two years, the Yokobcaa Specie Bank ot !I"" Yo'\'k l>ougllt 
onc1 eol<i American securities and theM transactions were not reported. 

Those facts were diseove.re<i by tho .,.,_ York Federal Reserve Bank 
IW:Iost b;y pure chance. A thorough investipticn l.a.st!Jig aeYeral 
1110nths proved necessary to secure the complete story. It is 
entirol:r possi ble that the Japanese have other hidd.en accounts 
in tlle United St&t es which only a colliPlota census of Japanese 
funds v.ould reveal. 

• 
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INTE!t-OFFICK COMMUNICATION 

o"n Deceaber 12, 191,0, 

TO . .., .. 
Sabjact: Cooperation of the Bank of .t.merica with the Japene88. 

1 . A~ailable Woroation indicat.ea that Ule Banlc ot .t.meriea haa 
bee<>Qe the filulnciel qant t~i!!B~ the Japene88 ar. pap.Dg 
their dipl.,....tic, qoDS\Ilar and ~~ esp10J1A8e act1Yitiea in 
~pe, J.trica, and western J.eia. lfe han data 011 a long Uat of 
trans!oro ot Japanese funds by the Banlc of Aloerica to J apanese 
repre•eotativea tbrougbout 1110st of tbe world.. 

1)'1 liovecbor 81 191,0, tor IWI::Iple, tho following 88riea of 
transrers took pl.ece: 

~.ooo to t he Japanese Legatioo, Berne 
J4,000 to tha Japanese Embassy, Uoscow 
$3,000 to the Japanese Legation, Panama 
$18 ,000 to tho Spanish Legation, lladrid, Account "A" 
&3,000 to the Spanish Legation, L!adrid, Account "B". 

On Kovembor 12th, J&CD87 waa sent to tbe following pl.ecea: 

&800 to Japanese Legation, Berne 
$S,OOO to Ieelc Adato, Geoen 
~1,800 to Japanese Legation, IJ.abon. 

2. Tbe Banlc of .Perica now takes car. o£ .oat of Ule Japanese 
b.Jaineaa in San :r'ranciaco. 

Over a JNr qo, the accounts of pri ... te Japan••• ru.s -..ore 
tranaferrecl to the Bank of Allerica haa Ule Bank ot Celitomia. 
?be latter bank prior to this ts- bad had close and profitable 
banld.n& relationsbipe with Japanese coocems for o't'er belt a 
canw.r,-. The Bank of .Aaerica is now 1111deratood to be ext«lding 
liberal credit tacil1tiea to the Ja!*lese. 

In llOfllllber, 1940, the ..-d.~fticial Yokoboola Specie Bank of 
Sen Franoiaco traneterrlld ell of 1 te business frota the Banlc of 
California to the Bank of Alaerica. Tbie compl.atlld the centreliliiJig 
of tbe 1110at ia.portant Japanese accounte in the llmk of Aloerica. 

I 
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TREASURY DEPARTMENT 283 

DAft Deceber 12, 1940 

llies ltiatler and llr. Adler 

Canadian Foreign Emhange Control 

'!'he Foreign Embange Control Board !or Canada waa established on 
Sept embe.r 151 1939 • rhe Bank o.f' Canada wu appointed technical ad.'fiaor 
to the Board and authorized to act aa i t a aaont or hanker. The Board wu 
given the neceaa&r)' powers to regulate all foreign exchange tranae.ctioDS 
totreen residonto or C&nado and the outside world and talce over the ,...... 
sou. -eo~ o.f' Ulo Emhanga FUnd created 1n 19JS. 

1. QblocUTos ot Foreign Excl:ange Control 

•· To insure t.ll£t the foreign axch4nse aocruin& !rom exports 1lill 
he available to the Board to purcha.:le e~sent1al importo and 
110ot other Canadian cCII!'Illitznenta abroad. 

b. To prevent the !light of capital in order to conserve Canadian 
foreign excbanee resources and to prevent diaorganiZQtion of 
security markets , 

c. To stabiliH the ratee o.f' ex~.ange between the Canadian dollar 
and. tbe major .f'oraign currenci ... 

d, To insure that c~rcial and financial tranaactiona with the 
Britiah ~ire take place 1n ~ire currenci ... 

'!'he basic principle underlyi.ng the o.rders and regulations of the 
Canedi&n Fo:reicn Exchange Board is that no transactions between Canada 
and non-reeidento o.f' Canado iroTOlving foreign excbange or !inancial 
dellines shall be e.f'tect.ed without cOIIIing under tbe auperTiaion or the 
Foreign Exchange Control Board. All foreign eo:.chan;e recei"rod by re.sidento 
ot C•.nada 14 required to be sold to, and all purchaaea ot foreign exchange 
an required to be made !rom, an authorized dealer. rhe 8118rgenciea o.f' 
t!:e Board are directed towucl obtai.ni.ng and conserving a.a large an amount 
ot United States dollars eo possible because tho United States is the one 
country with which Canada has a lame debit in ito balance of international 
P&~nte . 

2 • General R!gul.aUons 

a, Resident& ol c......sa wq not 1:11.13' or sell foreign exchange except 
tllrwch tbe Board or 1 te agente and at u.ni.f'ono rates prescribed 
by the Board. Peraito are roqui.rod both !or exports and for 
illporto . .Ill Uq>orto or exporte ot goods and 111.....U. ..... t be 
at a !air price. 

• Regraded Unclassified



-2-
llhieion of Honet&JT 

I!Meuch 

b. Reaidonts may not diapoae of foreign uaeta to non-reaidente 
except for pa~nt in foreign exchange, nor transfer Canadien 
dollars to no~reaidlnte except with the !!oard'e penoieeion. 

c . Residents were requ.1red to declare their holdinge of cecu.r1t1ee 
and foreign exch&nce u ot Septe:>ber 15, 19)9. 

d. Reaidenta were roqllired to eell all foreign exchange 1l> tbeir 
pcssoaaion as of April 30 by JWI8 l u.ndor tho Forei.gn ~bang• 
ACCluisiticn Order o! .t.pril 30, 1940, 

e. The Board designate• t o the Authorised llealore the buying and 
selling rates tor foreign exchange . Sinoe the inception ot 
control , they have boen ca tollowsr 

U. S . dollars , 'aly1.na rate ••••••••••••••••• lOJ preniua 
u. s. dollars, selling rate ................ lU pre:odwa 
Pounds sterling, 'bu71ng r ate .. .. • • • • • • • .. • • 4.43 
Pol!nds sterl1r..,g1 sel.lin& rate • • • • • • • • • • • • • • 4 . 47 

) , l:!chanics of O!?eration 

• · J,1consing agents . Every customs o!tice and post office wa.s ,.de 
a licens i!ll; agency. No imports can be cleared Md delivered to 
tho importers without o Porei&n Exchange Control Board permit. 
Lik<miae, no exporta can bo cle:lred from CAD~da w1 thout a Foreign 
Excbange Control permit . Unless &ports arc :oado Wider a general 
export license or 1 upeoial. uport-.l.nport lieeoae, the pemit must 
bo signed by the Collector of Customs and Exciee "t the Custo• 
Frontier Port or Bx:l.ot before the cargo is cleared. It the export 
is =de u.ndor a general liconae, thn perad. t : :ut be auba:l. tted 
w1 thin six daJ'll o! clearance. I! the export ia aade under a 
special. export-.import license no permit ia eub:itted to the 
Collector of Custo.""' and Excise, tut the opere tor i a re<tUired to 
mt.ke a monthly return to the Foreign Exchange Control Board and 
Eoard examinere have t he authority to axam1ne his boo lea and 
recorda in order to verily hie reporte . The ueo ot the Custoll8 
lliviaion and Post Oi'tice na a natural and obvioue step in any 
oyetela of conti'ol over goode entering or leaving Canada , 

b. .ll.lthoriaed Daalera . BT•l7 chartered bank in Caned& .., udl an 
authorised dealer b7 the Board; the Bani< of Canada ••"*' aa a 
feoho1051 advisor. The fact tbat there a re ~ ten chartered 
ban.ka and tbat Caneda baa a bmnch banlc1n& a:rstea, facilitated 
the e atabliehllent ot the IJ'llt.e:a of authorised dealere tor tbe 
collection and p&1Cint of foreign excb&nc•• 

4, llx!!!!!ptions !roo License Requirements 

• · t:x!?orta . No export liconae or penoit ia required 1l> the following 
cases . 

•• 
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(1) For ex;>ort of goods bavin8 a value not UCeedin& t25 where 
paymont 1a rece:l. ved ;.n toreis;n currencies . 

(2) For gocd4 pass1n;; thr011gh C&lllld4 "1n transit for export• 
Tr1th011t entry 11t CUstoms . 

(3) Ooocls taken out b) a non-reaidont t011riat, not exeeeclinc 
$100 in value pc.r person. 

(4) Poraonal effects token out by travellere . 

b . Ieporta . llo licenses for the iq>ort ot gocd4 are required in tbe 
fol.l.o'lr1ni ca.sesr 

(1) For tbe illport o.r goods "'-vin& the nlue not exceeding $25 
where paY'I"nt 1a :tade in foreign currency. 

(2) For ioocls passing through Can.>d& •in tranait tor export• 
1'1 th011t entry at Cnstom.o . 

(J) Goods to a total vellll!l not excaedinjs $100 i.Jnported by any 
person in any calendar month . 

(4) PersOMJ. effects belong!."~: to and neceosary tor any person 
onterinc; Canada . 

e . In!Sura;nco 

1. 1/o pel'lldt 1s required for O.l>Y ~nt in Canedinn dollars to, 
or to the order or, " non- resident by any ura insurance 
Coo::pu!J authorized to do l:xaineas in any part Of C~, 
• .here such pa:fl'!Mt 1a eade by the ~· 1n !"trsuanca or an 
insurance policy, annuity, or otber contract of a .,.,nar 
nature . Thia pro1'1sion extenda to any insurance policy, 
annuity, or other silllilar contract entered into prior to 
September 16, 19)9 . 

2 . No interference 1a mode w1 tb the lll&intenance of Pll3lil8nta in 
foreign o=hanos;e by 1n8urance co:apaniea wben the obligation 
ot too co:npany 1s to make po.:ygent in f oreign exchange. Lite 
insurance companies autboriz.C. to do bua1neaa in arry pert ot 
Canada and in any country outside C&Md& are autll<lrized to 
continue tbe conduct of their buaineaa in a.ccordance 111 th 
their noraal procedure. 

285 
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It 1a an ortence under the ForeiGn Eltcb&n&t Control Order to aakt a 
tolo& otatecent 1n any appll.cd1on; to decoivo or JOI.alead the Board or an 
au~horiud diGler or a Collector ot Cwltoma and Eltciet or any other person 
concerned in the adainietration ot the provisions o! the Orders to fail 
to coG~PlY with the conditione ot any licenae or perJOI.t or to violate my 
pro'lidon ot the Order or a:t>¥ Regulation o! the Board, 

]lvoryono guilty ot an offence ia liable to a tine u.p to &2, 000 or to 
l_Qriso.-nt up to one year or to both fine and ioaprieollMnt, and in 
addition, i t any person, contrary to the provisions o! tho Order, imports 
or atte::';>ta to ilq>ort into Canada any goods or other property or bl.ye or 
attupta to buy any forei&n exchange, aucb goode and tortip: exchange ue 
lla~lo to rorttiture. 

6, Persomol and 9nwrl aatioc 

Or!:anbation arrangecento !or foreign txcbanio con trol had been care­
tully wrked out in Canada in advance. This enabled exchange control to 
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be establlahod on the 1110ming or September 16 w1 th a 1!d.nimwo o! inconvenience 
and dislocation to buainees . 

As aoon u excb&n&e control wu established, the Board called together 
a group of experienced men from banks, tinanc11Ll inst1 tutions, chartered 
accountant firma, investment dealers, trust co=paniea, insurance companies 
and various eovel'nll>llnt departments . 114n witb 'll'ide proteeaion&l and 
industrial experience took charge ot the section o! the Board tor llbicb 
they n re beet qualified, 

!be Foreign E>tcbange Control Board coneiets of the following ..-beru 

~man, Grahaa Towers, Go'rtn:or ot the Banlc ot Canada 
Dr. \'f, C. Clark, lle.l"ltY 111.nistar o! l'illlliCt 
H. Fortitr, Cbl.et Inspector Post ottice DtpartMnt 
11 • .t.. Robertson, First Secreta%7, Dtpart.erlt o! External Affaire 
H. D. Scully, C.-isaioner of Cwlto.o 
L. D. 111l.grcss, Director of Coaoercial Intelligence 

!bert are three brencb o!ticos, at Vancou'rfr, Toronto and lllmtftal, 
tmploying forty peopla , 

The bulk of Can&dian foreign exchange transactions originate in 
!:ontreal and Toronto but moat ot the control 110rl: 1e clone 1n ottawa. 

The Bot.rd 1a COl:IPOStd of the folloWi.ni atationaa 

(a) Th! 'ftptdhn l'a)'l!!!nt Section deal& with 0J90rts aold 
tor ~tin c.....dian dollaro, 1aauine special 
pemits !or th1& pg.rpoae, Three u-aand eucb Ptntita 
h&Ye been 1s8Qed, tbia section e:oploys ten people . 
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(b) Tho Central File Section axploys tn"ty- tllo people. 

(c) Ihs C_,.,rcicl. Soction is concerned with tho t ransactions 
o! co:apanies llhich operate under ~pecial export-1Jilport 
licenses and report on a monthly or periodic ba.>is instead 
ot Wling forms for ~ach individual traneaction. Thb sytem 
ie emPloyed for companies having a large volume or t raneae­
tione and TIU adopted in order to relieve them or the 
burden of t he routine which would have been neceaeQry it 
individual forms for each traneact ion had been required . 
Up to t he end or June 1940 a total of 4,500 such organiza­
tione had been g ranted permit a of this kind. The wori< of thia 
aection is divided into five groups u followa : 

(1) Examiners - dealing with fo"'1in currency bank aeCOWlts 

(2) Inveetigation of records or t he apecial pen::.it holders 

(J) Grain trade 

(4) Approvals of interes t end dividendo paid by such 
companies, especially ao they a!!ect non- residents 

(5 ) General 

Tho Commorcial Section also has supervision over ~;e 
l!ontMal and Toronto branches o! the Board . The nwnber 
or persons ellll)lo;yed is 108. 

The preble:> of controlling and IUPe.rvising the foreign 
trade and foreign e:.cel'.ange activitieS Of the larger COI'­

porations and co:>panies engegino; in nu.eroua international 
transactions ndght at lirst sicht han appeo.red exeeecl1nil7 
oucbCll'Ba., it not untractable . But the de'f'ice o! special 
licenses and periodic exardnation by the Coo:mercial Section 
w!Uch was rJbstituted tor acrutill)' or individual transactions 
has ..,parently provided a aatietactory solution of the 
proble£ and contributed to the ofticient tuncticning of 
the uchange control ayatc. 

(d) Tbe Tra!lic Section Jlaintaine liaiaon with various gonm-

287 

m<>nt departments IIUCh as t.he Poet ornce Department, the 
Depart.ment of National Revenue, Bo•rd o! Traneport C<liiiiOisaioners, 
llational Harbors Board and the CUstodian of Enemy Propert)'• 
It emPloys l2 pereona . 

(o) 1'bt Worc-nt section cooperates with other gonn~Mllt 
aaeoci ea 1n enforcing !o"'ign exchange control tor which 
it bu the prime respona1b1lity. It ~ a atar! o! 17. 
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(f) tM Foreir.n Ela:bann Section IMinteina contact. with the 
authorl sed dealers and aetUea foreisn exc~~&nae policy. 
It h&s a stat! of 47. 

(g) Tbs Genertl Section h&s a stat! of 23 people . 

(h) Ihe Insurance Section baa a stat! o! S pereona . 

(1) Til• Intelligence Section bancllos problema or public relations . 
There are 4 people amployed. 

( j) The l!atchillg Section (Er•m1n1na Section ) &lWlinca, matcbea 
and dispoees c£ copies of !orca. The de'lice o! matchin& the 
"Declaration of Oooda Exported• Fon:s prondes an excellent 
uans for aasuring that the Board will receiTe the forei.gn 
excbanae accruillg free exports. lihUe the 0 1.pplicetion for 
License to Import• Fora is w o Mtcbed with t he "A9Plication 
for Foraisn Exchange• Form, the utcbina process here 1s not 
eo bq>ort.ant, aa tbe Board reteina more foreign excl=>ge 1! 
an application tor license to aport ia not followed tbrougb 
with an application for !oreicn exchange. I t also recorda 
Womation supplied by residents on their holdings of !orei~P~ 
excbanae and securities. It baa a otat! of us. 

(k) Tbe J,!aU Section emplo;yw 14 people . 

(l) Ihe Qt'fice Grgani,ation Section emplo;yw 2 people . 

(, ) Ihe Seeurlties Section auper'lis .. all transactions 1n foreisn 
securitieo on the part of resident.. It &II!PlO,. 11 !)eople. 

(n) Ih• Secretary Secti on emplo;yw 20 people. 
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(o) The Statistical Section ~· and claesit1es the !onos 
invol'finc !orei~P~ excbana• transactions and repressnUna 
transfers of Canadim dollare to the accounts of non-reoidente . 

(p) The trlnflation Section eaplo;yw S people. 

(q) n>e 'l'!l!!!?Or&!'Y Section deale 111 th the Fore11Pl Ercbange 
l.cqu141t1on Order of llay 4, 1940. A stat! of 24 people 1s 
BII!Ployed. 

W in all the Can~an Foreign Ercbanao Control Board .,.,1078 a total 
or 509 people . Tho 509 people wre recruited u followa 

On loan !roa Bank ot Canada • • • • • • • • • • • • • • • 20 
" • • C1 "fil_ SerYice • • • . • • • • • . . . • • • • 6 
• • • outaida firma • .• •• •.....•••• 33 

Temporar.y -.pioyees • •••••••••••••••••• •••• 450 
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E::;en~es ot ~he Foreign Exchange Eoard tor a nonr.al ~ear, Lf't.er 
cl !.:Un~tl.nt, c;>ociGl organization.>l expense~ or n.N ot a non- reCUTrin& 
n1tar~, .ro npoctod to total 3bout $1.1 ad.Uion. Thi• amount will be 
ac:ount:::-11 ror t.t: rollows : 

(In thouounda) 

Sol ar l os • • • .. . . . . . . . . .. . .. .. • .. . • • • $758 
(avCl'$,f;O !:alary i, .:lbout 
.11.00 per a!lnum) 

_ u. ~ J :mer;, c;.nJ. :n~ntin,f;: . . . • • . . • • • • . 1.50 
.~n~ . . . . . . • . . . . . . . . . . . . . . . . . . . . • S) 
:'elo ra:...s ltJld tele~=or.e . • . • . . . • . . • • 52 
l~\·ul!.r.__ expenses . . . . . . . . • . . . . . . . . SO 

.,.i..;.:~ ... :1,._ ... 0 0 0 •• 0 0 ••••• 0 ...... 0 0 •• 0.. 17 

289 

~w-... ..A.c.n 1nte~tional t~d'l!it>.Ctior·s totiJ. ,.I. billion to '-"5 ~llicn , ,.r 
:e:.:- c!' •. ;U.c'1 :Ur...o:l t !u..lr i.z a.CC.:'!iolJ\ted !or tlo !ore1"'n trade . l'?ro c~untrics -

ai• . .J t.in~dcr. £illd t:.e GnJ.ted Jt.At . .ss -- dc~Nto the intetT.ationnl t.r:lll.t­
acti'-n J'' C4:t~~d.c. . !.ors than half o~ all Ca.nada 1s int~t·r.::.t!.cr.al tn,.'l"\!".netion:: 
Ctf' eor~~cteJ ,,it: , the united States and clro~ t onc- t.hird wlt!l the linit.oJ 
.~r., C:>~. Thorcfora, tilo probleL1 of foreign exchange control lergely resolveo 
1toel.!' into t.ho t uporvis i on and control or t.ranauctiona with these two countries . 
-., ~h~ •••• of En{.la.~d the probl e:n is f\U'tl'.er •i.mrlified throueh the int ilt.nte 
eoo!"'rltion o: tte CU>adian Yorei<,'!'! Exchan@e Control &oar<! with t he British 
""eh..n;:o C<.nt:cl and the exchange controlc or st.orlin;; area cow: t ries . 1.8 
'rr"l! ' S l:alonee of pay:r;.,nts i s favorable Tdth l!htUnd end the s terlin;; area , 
.:d "-"fcvoral:lo with the :.initeci Star.eo, lltld u stel·l.J.nili• not now freely 
t;,~wertitlt into u. s . dollzrs, the r.ainttul: or the hoarC. is to co:;.serve 
• ...ci.iar hol.OJr.ga of u. s . dollars • 

• :.e ... oard i:l :»tivated by t1JO dee!.~!.ve ractora t 

a . The de•ire to lose as s!l'.llll, and to acquire as lal'fe, an 
Ol!Ount or u. s. dollars as pos~il:lo . 

(1) '!'here hes lx!on a trend in tho direetion of til;hts:>~r.g 
u;> re!;Uletio~s to prevunt lo•s or foroipl exchllJltie 
on service and trade 1 tcl".ll . 

(1) Tr:lvelint by Canadiana in th~ :Jni h d St:lte& hac 
been drastically r estricted Qlld oxclumge !or 
travel is non erMted in 11J.Ii ted amounts only 
tor business , educational, official, oe<tical, 
and seia.'ltitie Jllll?O'I ea . 
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(ii) lles:rictioN on t he il:lports or .;O<Xia not ur;:onUy 
necaed for Canad.:l ' s war effort ~.avo recentl7 b~cn 
iloposed . :'be l.:rport or COl'tain c~tOPOries of 
t;ood.s from the Unit ed SUJ.t.os l-u bean cnt!ro1y 
pr ohi bi ted and of other> •·ectl'icted; these 
res trict1ons and prohibitions are in &edition 
to the 10 pet'<'ent ,;nr ':'W< on iloports . 

(2) Fosi tive encourage~ont 1: 61ven to U. ~ . tourist 
expe:>:!itures !.r. Canada, and to the inve3tn:ent of 
U. S. dollars in new Ca.n&di an ont•rpr:l ses . :lew 
c•~i tal invested in C:r.ada ctn Le wl.thlh·ot.n at a 
late!' date in forei~ exc~~&noe . 

b . 'l'he detire tc ?reserve ao:deaw.e I'Olitic&l and ec~nccdc rela­
ti~ns 'Oo1 th the unite<: States . 

(l ) A reci?rocal a&reecent bct.....,n Cannda l!l1L the Ur.ited 
States was reached on June 18, 1940 providing for 
reciproc3l exe'll9tion frco: eert"in aspects of the ex­
chono;e control regul.>Uons for /.rlerican ra:idents in 
Canada £o.nd for Canadia:\ ro:idonts in t he Unit<>d S't.ates . 
h..."2Crican citizans resid&n~ in Canada are o::e:~pted !roo 
the r'orei gn Exchnnge Control Order of September 15, 19)9 , 
from the Foreign ExchlU'IgO Acquiui tion Urder of J,pril JO, 
1940, and f ro."J any .L'.lturt v%'(ier3 rG3!'e:M !"; the acquis i­
tion and cl.isposi tic,, or torei cn currency and foreign 
nocuri ties h-::l <! by suc:1 1.'1CI.i vi<lual 1...rcar:!.crns . This 
e::Ct'ption does not n:>rly to corror1tio""" nor to fcreit='l 
<Mch::mge received i:'l CCMJ~Uon with OXpor'"!o<S !"ro~ or 
U..-,orts in~o : c..r:.&da of o~er th.rJl &'ll::9..~t:X: ;.rop~rt:.· . 

(2) !n t:.e case of ~=ctit-n: t.etr.eon Pli'Cn~ tr.d sub­
rldiar:; ec:-..panies , ::. : r-eciel licw..!o only is rec;uired 
and indivitiu~ tr-c.;..~£.cticns 3.!"'e not :;.ubjr<"t to ! erutinJ, but. 
t!':ere 1:: pcrioc:ic oXli.:lin~t-1or. ... r co~M:t· toe:= . tost 
of the eo:o::nies involvoC are At..ericu ea:t.;x.zrie~ <;;!th 
affiliates' L., Canada .. .,~ C..ncdit.n co:.pweo 'l'ith o.ff111at-es 
in the United States . howovor , t~.e t oard does not app~ve 
applications for f o:-eign excho."ce which would reduce t he 
•ca:>ital elliploye<l" in CIU'Iadian subeid1a r1es . 

(3) l'fl>il<> a,,plicntion& for licenses tor foreign oxchonge to 
pay inter est and dividends to non-residant investors 
:nust be made thirty dcya in advance, no obstruction 
is placed in the .. uy ot P"l""ent of intereot a."ld dividends 
to A.t:lerlcan investors . Furthermore , the Board :ells 
foreign exchange for p4)'111ent o! :ervices such as 
in:ul'&llce premiUN, a gents' coudaoions, oalarl.,, 
freights, dues, patent ri::hts, traveJ.in& expenses, etc • 
J. lerge part of these paycen~ o~ foreign er.cl'.ar.ge on 
service ite::ls coes to the United States . 
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(4) Fore1cn holders o! Canadian bala.ncee are allowed to uae 
t!le:~~ f reely 1d.th1n Canada 1t .. lr. (Th1a 1n • harp 
contrast nth the United States Foreign Fund Control, ) 

The desire to accomodate .American interests end to presorvo u. s. 
doll4r oxclulngo ca:mot aba)'8 be easily reconciled and the difficulties in 
t~e woy ~~light oven increase with the 8A"t.ension or Canada' s >mr effort . 

a . Til• 1/r.position of excl!!!!u:e control in CfN4a raised !E&!\l' Probleu. 

(1) Exports co~Utitute !rom lS percent t.o 20 rercent or the 
nation.al inco::aa. 

(2) The value or the it..,.. on semce account 1n tbe baluce 
ot 1nternat ioncl ~nts ie relatively high. 

()) The intizr.acy of economic relations with the United Statu 
both on trede, service, and capital account and the e>.-tent 
of the co"""'n land frontier= with the Unihc States .. .alee 
ad!o.inistration and enforcement COCl!plex . 

(4) The r enner triangle ot economic rolat1on.ships bet,..,en the 
United States, Canada, and the United Kingdom ht.a been 
broke~~. CILNU!a consequently has to ll'.ake now provision:J both 
to meet its 11\ountin.?; unfavorable balance of international 
payments with the United States and to utilizs i ta accumu­
lation or ster ling bailnces . 

(S) Cana<lian exchange control starte<! fi'CII a erateh as far as 
trained person.,el and adJainiatrative precedent we! experience 
1n Cana:ln 1n relt!tecj. s;;here ..-ere concemccl . 

1: . The ::'c!'!i;m &;qbanp Control lloart!- ll>s t&ckled t.!l8se oroblel!'!! with 
a f!&aonable degree of success and wi tb'"'t 1Aposing undue strain 
and restrictions on the funct1onin0; o! the C&IIII<IUn cconoo;:r • 

(1) The l!lechanism of foreign trade has not been disturbed by 
the funct1onin;; of the excbc.n&• control s)'8tom. Tbe 
exporter sells his foreicn exchiX!ge to tbe Authorized 
Dealer, llbo happens to be the bank with w!dch he had 
alwaY'S conducted his business, 

(2) Pqmenta of interest and dividend:: t.o foreigners can be 
made on application !or a license t hirty d.e,)'8 in adftllce. 

(3) Insurance cCIIIq>&lliea are allo-..d to carr)' on tbeir foreign 
operations witbo".lt disturbance. Life insUraDCe companies 
are upeeted to ntport their net foreign exchange position 

on "quarter~ buia. 
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(4) :.eonocd.c interc".lJ'Se 'ld.tb the United Stet~ """ alloYed 
to continuo unbacpere<l e.xcept tor 

(i ) Restrictions on certain categories of non-essential 
imports . 

(ii ) Prohibiti on of Carwll.an ple&~ure oxponditure in tho 
u.s. 

(5) Dealings are freely pel"'llitte<l bohoon Canadian c<q>anies and 
their foreign affili<ltes . 

(6) The Board is a usefUl instruJil8nt to f ac1lltata the repatria­
tion of Britisb- lleld c.,.alli., securities. The repatriction 
of theso s ecurl ties is th~ ooana b:y wbicb C&Mda • s .favorable 
balanco ld.tb the u. E. ia bei.Ds liquidate<! . The Board 
superv1aed and carried tbrou:;h the orderly repatri,.t.ion of 
$200 1'11llion of Britiob-held Can&dan s8C1.1ritios in the 
first year of War, 

(7) The imposition ard entorcc,.,nt of excbanrle control raised no 
ditficult admini!:trative and personnel proble.... . The 
preparetion for the introduction of the exch3nge control 
system were carried through expedi tiouoly and secretly and 
the oyetem nent into effect lf1 thout unfavorable repercussiOO# 
on the Canadian econom.y. Trained .,d competent pereonnal 
was recruited from the Civil Service , banb and indust ry, so 
that experienced men were in key positions !rom the very 
beginning . The use of sxistin£ fac1l1 t.ies and 1Mt1 tutions 
contributed to the e!ficiency of tho control syetem. Simpli­
fication and st<lndar:!ization or rout ine reduced the adl:linis­
trati ve co:q>lexi ties OI!d the volwr.o of work . The 3oard has 
been abl9 t.o a.c!ac;o ... tsly cope "ll!th t..,e different tasJca and 
proble:::s arlsir~ fro"' a varlet)' of the tranaaet.icns and o! 
the t)lpes of cor,orations and ir.div1-t.:Ua it had to deal 
w1t.h. ':l:e adoUnisteri....: excbenge control in Canada ~ l>Hn 
ne:;l:1Pt-le and r-.ms at the rete ot about $1 .1 .Ulllon P"r 
annu:lo 

• 

2!32 
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TREASURY DEPARTMENT 

INTER O FFICE COMMU NICATION 

Secre ta ry l.!orgent:>au 

\lr. Wh1 te 

o•n December 1?. , 194<> 

Ital1~n trea t ment ot American prGper ty interests. 

A=erican owners of enter9rises and i nves tments i n Italy have 
been t r Pated moder a tely well in compArison with the treatment 
nccorded theo i n Gera~B..'lY. 

1. T'ne Italians have serviced by f ar the great er pert 
o~ their Un1 ted Sta tes -held dolla r bonds. 

2 . There hee been rel a tively little ditticul "Y 1~ ~ith­
drawing ehort-ter~ American asse t s i n Italy though 
~~erioans have never held any consi derable &hort-term 
tunds in that country in recen t Y6~ra t or teer or 
blocking. 

3· Regula r remittance of dividends !rom the opera tions 
or America n brs~ch pl ants i n Ita ly hae not been per mitted 
oince 1935· On the other hand t he Ital i an Exchan~e 
Control has granted a considerable number of exe,no t i ons 
and special per~ss1ons. 

Total American holdings i n Italy are under $14<> million. Short­
te r~ ~~erioan assets i n Italy are now only abou t $3,300, 000. 
Aoericen holdings or I tali an dolla r bonds a re now less than 

70 2l l lion ; the low quotatio~s on these eeouritiee indica te 
t~t Americans have been acceptin~ losses i~ order to repatri a te 
their tunde. American direct invest ments i n Italy are lese 
tht\:1 ~70 m1111on. 

Tot~l Italien holdi ngs 1~ th is country a re a bout $90 million. 
Tnese holdinBs 1n the United St , tea l nolude a bout $19 million 
in ~ort-term tunds , cbout S37 million in securi t y holdings, 
and about $3~ million in direct i nvestments. 

In recent months the Ita lians ha ve even outdone tne Germe.ns i n 
turning their assets i n this country into United States Govern­
ment bonds, cash and accounts held i n the names of Latin 
kuerican count ries . Obviously, the Italians desired t o con­
ceal the exaot nature or the transactions in Which they were 
engaging and f eared tha t their asae ta i n t h is country would 
be subjected t o lloeneing control. 
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TREASURY DEPARTMENT 

INTEfi.OFI'lCE COMMUNICATION 

DATa Deceoober 12, 19~ 

to Mr. li . D. llhite 

Peraonol Rcl.ttancee to Cler'II&IV, Italy and Japlln. 

Little 1nfol"ll&t1an is now e.vailt.bla on 19~ r•it.tancea to the 
Axia powora. 

'!he Departaent or c-rce eatiaate !or 19)9 """'' 

Japan $6 a1llioc ($4 pareonal, $2 inet1 tut1ocol) 
I~ 20 a1llioo (o! wh:l.ch $13. 5 waa throucb Itelo-U.s. benl<a, 

wh:l.ch report occe year)7.) 
ClerMn1 7 . 5 - J.l) a1lli011 

Reparte on onl7 two eourcee o! raad.ttancae are an.illble before tho 
end of the year. A table is attached ehowi"' Postel lloney Orders t o the 
three countries during the first elenn 1110ntha o! 1940. Nothing spec1all7 
s1gn1!1cant aaama to be indicated. 

'!he Allorioan Expre11 rllrl ttancaa ot urka and lire are olso ab-. 
in a table attached. s.- incr ... e in the rate ot aandit&e marks ill recent 
aonths 11 axple1Ded ae due to rtn•1ttanca8 throucl> N.., Iorlc to tllineaa 
and Japanese etudallte 1n Berlin, wbo !on:erly obtaiDad their flmde througb 

J.rtotal'd.aa • 

.lttachaenta 
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Jf11Ur1/»uoll 11.4,272 taS3,940 IJ.2),S00 

A.prU/olwM S,885 1.8),'7)6 106,::1100 

~/s.pWttklflr ),604 90,000 99,'100 

Octoboo' ) 1,100 
) lOS,OOO n,EOO 

IIOYaaber) ),000 

ta?,860 16)2,776 tJ,03,000 
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..-toe •• - c s c ...,. .. mo•• 

ro aer-T 

R•c•d., c:ltt., ....s 
nwort ....... 
1~- 1S.~ 362 

!7aYel ....... 
l6 -16.~ 76 
,. .......... (amq 

ordere) (401) _j§_ 

Total to OemaiO' • • • • • • • • 494 

fo It.olT 

Ja1irant lire (4.0SI ) 822 

XDtem.l lire 
(einoo Sept. 01117) 
3o91 0 

rr.. lire ~.en; 180 

Totel to Ital;r 1,002 

To .JapoA - ao data 

• 

463 

334 
...JL 
1133 

298 

1,014 

1,28~ 

334 
~ 

1,83~ 

Dec. 12, 1~ 
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-r1oaa llqlne• c_.., ~ttanoee or llarl<e an4 LiN 

.... llerb 
Qltt • llapport. lb. !Nftl.Mrl<e Free Jluice 

llaO.S!ak 
~LiN Dltei'JIAl LiN rr..u.. 

II.O.ra]y 

~ 293, 841. :n,.t.ro. 24,463. 1,845, 71?. 5811,U?. 

hb. 323, 694. :JJ,2?2. 1?,920. 3,023,3~. ~5.Yn. 

..... 414,6?8. 22, 5?9 • 26,091. 4, 1.64, ru. 826,469. -
•• 33?, 261. 18,.353 • 26,242. 2,854,'160. 492,o:t7. 

- 354, 888. 'JtJ,42?. 13,.114. 3, 280,48'7. 5'95,292. 

,_ 36?,365. 148, 495. 13, 722. 2,4611,528. 258,206. 

~ 324,533. 212, -'02. 18,996. 2,6~,858. 221.,8)9. ... 3?8,31!6. 253,0~. 28,053. 3,493,?81. • 411,?16. 

81111'· 345,~. 213,?24. 14, 853. 2,892,5'98. 1 ,63:>,?1.3. 96,138. 

Oo\. 506,213. 219,494. 44,592. 2,313,685. 3,135,523. 140,1?6. 

loY. 1101,504. 124,298. 39,3?5. 2,?29, 059. 3,1114,40'7. 5'9,890. 

tl>tal- 4,44? ,420. 1 ,284,494. 26?,421. 31,?23,345 • s,m,m. 4,264,26?. 

• • 1560 • • 1660 •• 4005 •• 0405 •• 0390 ·-~ 
Dollar 
lqlli•. $69) , ?9'7. .213,226. • 10?,102. $1,284, ?95 • t334, 2S6. t216,198. 

'h'<o&II\U'7 Do~rta.nt , bh1.non of llone€....,. ~aurcb Doc•ber 12, 1940. 

Regraded Unclassified



300 

Regraded Unclassified



301 

iWida 1n the thit.ed Stat.a of~. 
Italy, Jopen, Rwunia e~cl llW>&ary 

(In Wll1one of Dollars) 

Z7.1 Z7 .1 12/4/IIJ 

Bank .4 .2 .6 12/4/IIJ 
. 5 .1 1 1 .6 11/Zl/IIJ 

i'Unas: 
24.9 y 4. 8 y 170.5 .. rw York Fed. Rea . Diet.. 6. 8 18. 2 115.8 11/Zl/IIJ 

oto~er ul.stricte . ) .6 4.2 1 ? 5.1 11/13/IIJ 

Statu securities 15. J?. 1 ? 1 52. 10/Jl/IIJ ' 
\ lllld other invoatmAlllte 84. 31.· ? ? ? 118. 12/Jl/39 

Total 10? 89. 9 120 52.2 4·8 m .9 

oo Septe::>ber 25, 19/IJ. Deposits only. 
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FEDERAL RESERVE BANK 

Ol' NawYoRK 

DMr Jlr'. Seeftta%7t 

• 

Bee&- ot U. can-t 1Ater.et 1A U. .abJect, w han 

recc~ ~ a •tad7 ot U. aol4 IUid dollar Neourcee of U. 

BriUeh llllp11"'l aDd U. atat to wldcb U.M UMte a1"'l be1Dg depleted. 

I ebould lU» to taka tide OJIPOl twit;r to torw.rd to U. ~ U. 

r<uoalte of W.e etud;T • 

.lt U. etert ot U. ar U. lriUah lilp11"'l •• ...-4 with a 

which coal4 be ~ tor pan:huea 1A U. lJIUted 8tetee. Iil addition, 

-t.hlDc lU» 11,ooo,ooo,ooo ot 41reot 11rtN-..te 1A .-.r1ea bald­

..... eterpri- aDd othl<r leee l1qu1d ,...,..t.onte W1"'l belA! tor 

BriUah ...,U. .-t. !!Ia r 1117 arbteble aeMte a1"'l .- 'b7 

coaoatrtae 1A ftble I below. I 
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Dte t u, J.MO. 

tiiU I 

'Pt'=tu gt 
Brl&'eb 'IP'p '!141M• gt oq]d M4 pqller ••not. 

•t. Opt.lgek qt ... 

~14 Btatmo 
ODder .....-rk '-" 
~ 

total 

Qprt Tm ••••M 
ottic1al 
!'!'hate 

total 

Jt&Otitble tons ,.... 
Socar1 Uta (I!Ukat 
Value)(a) 

GIWID TOTAL 

(In MSlltou ot Dollara) 

1JIIite4 
Vpr!= 

5S 
5tO 
695 

1.10§ 

§,'l!Q 

Qned· 
Ot'-r ..,,. 

t,m 

(a) Bao-.1 Oil ~t ot C rr<M .. u..taa for tM IDil of 19159, 
t4jute4 tor Mlea aad clleqea Sa arbt ftlM betw. tM 
IDil ot AUC"at, l9Sa aad tbot eD4 ot tba 7Ml'• 

M'•r Out.tan lzr tM Brf''eb D'dm hP1M npt T•r pt ar 

Wldl.t ... aaalTeia ot tba trade bel ... .,. betwc tba Orlitecl stat. aad 

tilt oterU..C area throwa- upt em tba rata at~ theM roeeu- haft 

*" dopl,at..t, tbia Mt.bod hoe .u17 abDrM-'DI•• IA tba t1rat pl.aae, ot 

._.., tbe 1aYielble iteM 1a tba beh-of~ -t abo be tobe iato 

••coant, llo-.r, ~ -t be ...te for llritiela J1ft jlliJIWtl • ....._.. 

IIIII llltraJ!eoa !Wplant OODetnaoti• ill tide -\17· TM - aooarata ..tlooct 

IIOtld be to detoew1De tba total ~t of ,.,..ta - of ell lrrrldn -ta 

aiatdDed 1a tll1e -\17, fl• elv' -toooou~ tdSIIc irr!to -t .nita. 

Ia u. bolaMe ot ~. If it 1e ... • u.' aU .-.-ual ,., .. el 
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:H)} 
Deceaber l2, 1940. 

dollar• are Mde through the oft'1c1al accOUilte at thle benlc, .ncb in1'onoa­

t10l> een be p tberecl tro. "" uaainatlon ot these a ccounts . lie th&refo-• .. , 
undertook a eomprebenal ... llll&l;Taia of the a ccounta at thia bani< ot the 

Britiob, C&Dadillll, Auatrelillll, and South Atrlcllll authorities, 

'fhis aDal.Ysia revealed total dollru- payments out of these accO\mts 

4urini the first :year of war ot $2,loo, ooo,ooo, attar adjuat.ent for intel'­

aecount and intre-EIIpire trenaters. Of this UIOunt, $l,aoo,ooo,ooo, or about 

85 per cant of the total., went through the Br itiab &cCOUiltl one third of it, 

l ••• , asoo,ooo,ooo, Cllll be ld""tltied .. expenditurea 'b7 the British Pur­

ehulna eo-iaelon and nrloua other Govel'IIMDtsl egenclea enpged in bu71ng 

Aaer ieen S004s. l ot all of this, 1t ...,t be boma in llind, abowa up in our 

tn.de figure• (eee '!'abl e n below) ' s ince, aa suggeated above, considerable 

aaounta be ... been adYanced to Aloerican industr:y, particulerl:y aircraft con­

eemo, to daY8lop new productive eapacit:y. lie understand ver:y contidentlall7 

that, •• of the end ot laat l oveaber, the Brltlab Purcbaeing Co.-iaeion bad 

outatandinc on ita boob adftncea apinst euppll .. in the UIOUIIt of $48S, ooo, ooo 

and, in add.l.Uon, • capital. ueiatance•~ta of $l.M,OOO,OOO. 

Ill add.ltioD to tbe t6QO,OOO,OOO of expenditurea in connection with 

ortlclal BrlUab purcbeaea of war •tarlal, the BrlUeb authorities paid oat 

61,200, 000,000 for all Jdnds of other purpoeoa, eucb aa cuaw-r:r British 

laporta (other than oftic1al purc.buee) and other i teal in the ba.l.ance of 

1'81Mnta tor wblob the BriUab exchange control will auPPlT dollar exchange, 

loeludlng the oettl-t of •turing fol"'l&l"d sales contrects of dollars 

IDtered into 'b7 the Br1Usb control during the period of severe etrsin on 

aterlln8 in t he -tbe leading up to the actnal outllrMit of boatllltlea. 

Dollar ontla:ya to COYer this ebort forw.rd poei tion in dollars occurred 

aa1n1:y in October and lov-ber' 1959 and probabl:y total.ed ..... thillg l.1b 
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~ee~ber lr , 1940. 

~150, 000, 000. 

Aeide from t he $1, 800, 000, 000 to tnl ouUnys lllllde by t he Briti•h au­

thorHie., t he Bank or C<lnad11 J)llid e totel of ~roo,ooo, ooo out of its a ccount 

It this bonk during the year ended August 28, 1940, •nd dollar outleys through 

tbe co:=onwealth Bank of ~ustralia • e account a;rrreg"ted !~,000,000. The 

South Mrican authorities, on the other bend , lllllde 01\lJ' nerl.1g1ble dollar di a­

bllr•ements directly through this bonk during the period . 

As to the weekly r"te • t which these peymente for account of the 

Brltieh !Jipire were mode, it 1a of interest to note tbGt the colla I"'• of 

Frtneh ruistance in June necesear1l,y placed en added burden on the Bri tisb 

Dopire. During France' s participation in the war, coabined dollar disburae­

llellta out or the official Bri tisb, canadian, and Auatrolian accounts at this 

bonk weNO at an average weelcly rete of about $M,ooo,ooo. In .. ddit ion to this, 

the FNincb outborities wen~ disbursing dollars at the ra ta or $.."0,000,000 a 

week. Since t be Jl'rench cnpit ulation the weeklJ' rete or official British Empire 

apend1nc bae odn.need to nearl.7 $10,000,000, or coneidarabl,y in excess of the 

<OIIbinad l'llp!..re-JI'rench outla)-s prior to aid-JUne. Tbie apin dOIIOllStretee 

tho tact rn&aled in the last war that war expenditures tend to increase pro­

greaaiTe~ ao hostilities continue . 

Although, ae roentioned above, it is imposaible accureta~ to eeti­

a.te Br itiah !llpire ependJ.nf: 1n this countey' b7 an anal.7eie or the trade 

bel.onea alone, an nn1nation of the -tb-to--.ontb trade bet- th" Ull1 ted 

~tatea, on the one band , and the atarling area together with other British 

l'.:llp!NO countries, on the other, a t least gives so• indication of the rata 

at Wb.lcb deliveries are being ..,de on British Sllpire orders. 
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'*'-her 12, l!KO. 

mtzn 
llaiW St&Ha !T&d1 Jd!.b St.tl Ia I AI:M aDd 

Other Br;it;i oh Tantn Coppt.dea 

(In llllllone ot Dollara) 
!let !txporta 19M- 19§1 liB@ - lHO 1989-40 a. s. tJ. s. Net u. s. tr. s. !let ao Peroent EJpOrta Ieporto EP!lrt,a !:Jmrta Ippgtle !J»nrtn of lftM:J59 

10..5 65.2 49.$ 1M.1 74.4 59.7 121 122.9 88. 11 59.4 1&8.4 79.8 68.8 " 105.8 69.1 44.7 108. 8 80.4 22.11 51 102.7 5&.7 46.0 121.11 92.8 29. S 84 86.9 82.8 28. $ 1$7. 8 110.7 48.8 :roo 
82.11 52.8 m.e 128.2 72.4 55.8 182 
117.8 88. 9 80. 9 12&.4 86.1 41.15 1M 
89.1 815.4 26. 7 uo.~ 815. 11 46.2 180 
99.9 72.1 27.8 1158. 2 815.11 64.9 111'7 
Ill\. 6 84.1 112.4 187.11 94. 8 75.2 2211 
98.8 82, 8 154.0 202.2 102.9 99. 11 2112 

109.t 81. ! f8.1 2Jl.l ~ .....wu ---2ll! 
71111.6 462.2 1,748.7 ~,0150.9 n1.e 159 

Total Allerican aporta to Bri t1eh llop1re countriaa cluriDg the tirot 

ot .... uoantecl to $1, TSO,ooo,ooo (or •'-t t6110,ooo,ooo ill .xceaa or the 

prrrl.,.,. ,.....). J.Mrican !.porta fioa the Brit1ah Dlp1re ill the - period 

$1,080,000,000 (or t!OO,OOO,OOO C7ftr the pnrloaa JAU 1 refieet.illc 

tbe ae~Uoe or tttel raw -tariala, particn&l.arlJ z,>bber 81111 till, 

"MrTe etocte). It ahOilld be bame ill .tM, bowe'rar, that cluriDg the earlJ 

o.r the Bri thb axe ban&• control, it we po11ibla tor J.Mr:lean !.portara 

PIT tor otarling area producta w1 tb atarl1ng aoquir.d ill tba tree mrtat, 

•hleh, or eouraa, reducacl the uount or clollar axcbaJip anilabla to the Bri t1eh 

Ia heft aotiatacl thet daring the tirat tin -.tba or tba war the 

itq1a:lnJ:ent Of •'-t $200
1
000

1
000 ot the tts0

1
0001 000 cla.a tba !llp1ra Cll J.Mr:ICOA 

• • pa.1d tor ill tr.. IIIU'Itet aterl1ng. Aa a re..Ut ot the OC"i .. ot -

3os 
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Dl t • 1!, lMO. 

190tncUoou, bee1aDiDc .., Jluch a, wb1oll _.. ~~ to .....u .. ache.,.. 

-cUoou tllroQcb tiM otticial ...... ~. We loN ot acMnp bee - t... 

yirQI&l.l,y e.Ua1nate4, lenrt.IMleN, tiM .,.~ -t of d4ll.&ra 11111oh tiM 

BriUah exobollc• authoritiaa ),..s to ~tor AMrioan IOq)Orta dar1Dg the 

tirat year ot tiM war 11111t he" bMn well iD «1r0111 ot _. f720,000,ooo .,... 

porl .urplu which tiM aho're table indicateo. 

Snp1n1ng thio •tnore.hle• bel•noe, it will. be - thet dar1ac 

... t ot the war -tho iD 1981 _. Dlt. cq10rt.o ..... aot.aaJ.J.y below thoM ot 

tho c:o.parahle -the iD 19S8, With the tarn ot the year, how• ... tMre 

.., a eoo~~-.ooal IOIP'"a' cm iD _. .,....,rto and, with DO obahle iz1c:reue 

ill oar ....... _. .,....,rt wrpbu by thia - ho4 rt ... to 110re then 

dod>la the COitpU'Ihle l9S9 -the. 

••'bpd gt Vn•nck• 5w='1M ip Jipit.wl §kf.l• 
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' DH 

'DilL& m 
E111111aia1 ~ II:ISiilll - •a a u. 

1a tJae llp,lW MeW 
-P1ftt y..., of IIIII'-

(Ill Jd111- of dollua) 

liDiW 
11nr's- Ce•d· AM\nlfe 

TOtal Dollar OlltJ.o;fa (a) 1,'772 11011 2f 

MMDI at lJ1111al11 
Solta o! Col4 
Sole• of AMr1cu 

1,- m 110 

Securititl ~(b) ~(c) ~ otllu betipW 
'I'Otal betlpW 1,80'7 484 118 

Lto11 
lot Illcruet lA Dollar 

8alanct at Ft:)l 
Reeorn Balllt a) ~ .,.,.,ua _.a 

1,'712 11011 2'7 

<•j AdjuW tor lAt.rao-t IUid 1Dtn-moplrt t.raDattre , 
(b Illcl•• about tue,ooo,ooo t.ranatarrtd boa ac-ta of 

llritlab autborbed baDta with ... York ba..ta. 
(c) Illcladea ta,ooo,ooo treutarrtd boa Brltleh PurcbuiDc 

c-1ee1CD to Balllt of CaDada !or l'nlloh ac-t. 

I .u, lNO. 

.mw. 
2,10& 

1 .. NI 

) 
) fi8l 

2,152'7 

_.m 

2,10& 

!M Brltleh Dp1rt bu obrloual.7 ...Utd ohlat'l7 CD ttlte o! gol4 to 

t1nance ltt baT1Dc JlftCl'UI 1D thle -trT· 
Ill the oa .. ot u.. tiDiW I1Dcd<a ..x-, abooat t},uo,ooo,ooo W1'l 

acquired throucb the 11q1aldatiaD ot sol4 ... _._.. u llicht bt ~cw, 

llriUah bol41Dce of ,\MrlC&A MCUrltlte !aft bteD btl4 aa • eecoadazy reeern 

&lid oellina tbu. tar tppeara to !aft bteD daJ*IIdct mre Cll tbt coaditlCD of 

our ~tr anaett thlll 011 the DHd !or dollar czobup, AcoordiDc to U.. 

f1cane reported~. aet ea1u of~- _..su .. tor ~uo•­

coat ~W $1JO,ooo,ooo. .. 1wte .....- to ~. lwaeuu, that U.... 

' 
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~~· bo.ft -s-u-ted U. at.t of u. Bl'itiah Ml"nc. ra u. tint 

plAce, certdA purcbo. .. e baYe bee nport.ed 'Glider U. tiiU ted tlJI&d .. , wldob 

actuallJ" represented the ~ of .AMrican .. ouritiee br 51riao boJlb operat-­

irl& tllrOagb London. J. ., ... iaportalst factor t.eD41nc to unclcoaaU..te t.ba 

-t of tba 8l'1Uah llquic!attoo arieaa tr. tba fact that a 1arp part of 

tbcee eecuriti&a requieitioa.d br t.ba Bl'itleb !Haorur:r baYe prei!ID*bl7 bee 

eold, t.brotlgb print. negotiation, to iniiUl"ellce COlllp&Diee, bo.Db, ODd in -

cuu eno to U. CODp&Diee wbo" obllgationa ere outete'"''"l· ~ tbaM 

oaleo are not Ub~ to go tbroQcb report.inr: obemlala 1 tbe7 bo.Ye DOt beec 

&dequ~~te~ reflacted in tba reported weeklJ" fi.BUree. B;r adjuetinc tba re­

ported tigoree on tba baeia of tboaa Ja,..aDte to tbt official Bl'itieh ac-to 

at tbio bonk, which we are reo-bl7 eare repnlltlllt tbe proeeecla or eecur1t7 

oalee, we eetiate tbat tba Britiab acquired at laaet $200,000,000 tllrouch 
1ecurit7 ealea during tba firet 7a&r of war. S1811if1can~, .,re thaD balf 

Wo ._t wee acquired c1ur1nc t.ba tint three -the or t.ba w.r, or prior 

tc tb& tbe t.ba Bl'itiab autboritiaa began to requieitiOD print. Bl'itieb bold­

l.llp. 

309 

In addition to t.ba acquiei tion or dollar """bang• through ealea of 

sold &Dd .u.r:ican Mcurit.iee, t.ba Bl'itiab autboritiea reoaiTed tz.u,ooo,ooo 
tbrou&b other eourcaa, ~. DO dOOlbt, tba requieltiouing of dollar balulcea 

held b7 private Bl'itlab ac,_.t.a at tba 1Jopoalti011 or achaDC• eoat.rol aD4 alloo 

the acqu1eit1on of dollare deriftd tr. aport.a. 

In tbe- of ec.da, tbair cblet- of dollar ...,banp baa" 

UtewiM beec tba ~ of gold to tbe tiiUted s tet.aa TNaaulT• UDl1b tbe 

lrithb &alae, '--r, tba UquiAiatiOD of C•n•d•m gold bo.a ..,._far in -

ceea ot Cmada•a ~t ....u. "'- BAit of ()eMda reoedftd - tiCJO,OOO,OOO 
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~~tUCitW IMHit Of' fltCW TMot• _ __Jir__ 
Dec-.her 12, 19CO 

tbrOu&h sold oal.ea, Which abollld ht.ve Tirtuall7 exbauatecl tht. canadian ....,.,_ 

uory r<~aerrea. Since the doll.&r balance a ot tbe CAnadian author! tie a ahow a 

not 1ncr<~aee of $140,000,000 (excl ud!n& tbe receipt or t4Q,ooo,ooo bald for 

rrencb accOUDt) during the period, it ia quite epparect tht.t tbeae oal.ea 

..,.. IIOtiftted b7 otber tac tore tht.n t be current o.eec1 tor excban&e. Tbia 

ocUon appura to be in abarp contraat with the 'O'IUted ltin&d...,' • poliq or 

aolling gold onl;r to tbe extent needed to llt!et tbe ~ediate deund tor dol-

lare . 

Aa regards Auatralla, the Cigurea, ae abown in the tabla abcwe, ...., 

-n and call for 110 .-t. Tftllaactiooa tor accoaDt or Sooth Ahica, .. 

ao1d before, were u&llglbla. 

Tht Ptpboblt Futurt Cotaru gt BriUob Dspin SprmdJnr 

After one you ot wr British !lip ire boldinga ot gold, balance a, 

e.nd readl.l;r Mrlceteble Alllerican aecuritiea ..,- be eatiated at aomewbet 

around $4,ooo,ooo,ooo, or nearl7 tJ., soo,ooo,ooo below t he bnl at tbe atert 

ot Ule • r. Ot tbia net reduc tion, $900,000,000 repreaented a net loaa or 

cold. The fact tbet the gold reaerYea declined b7 ODl7 $900,000,000 in tbe 

race or total aaleo a.ounting to tJ.,ooo,ooo,ooo ia, of course, l argel7 due to 

tbo fact tht.t nn gold production in the !llpire, UOUllting to t790,ooo,ooo 
during tho tirat :rear or w r , be04INI anUable tor oal.e. Ill eddition to the 

. .. production, a conaidenble &IIOUDt of pr1ntel7 boarded sold -· prob&bl7 

•cquirod b:r the autboritiea after the blpoaition or reatric tioll8. A break­

doe of tht. eatl.ated sold and doll.&r reaonreea anilable to the !llpire et 

U.. end of laat August ia ginn in !able IV below. 

• 
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~eu=t.e• gr 
Brit.i•h 'S'n Bpldtpga or r.qld epd Ps?)]•r Aeeeto 

Ut,or 'W XMf gt Jar 

(Ill "''"on• ot Dollare) 
(A• ot llld ot A..,u.t, 1.$60) 

1JI11ted 
11pr!e 

eo 
~ 
1,185 

go 
Prbate ........2ll!! 

Total 5'10 

legotiabl e tons Teno 
Socurltiee (lltt. Value~ 920 

2,475 

!!r:Jttde 

J!! 
40 

190(•) 
..1m sao 

505 

OU..r 
llll.la 

~ 
810 

10 
l&l!(eet.) 
UO(eet.) 

775 

l'll.t.l1 

60 
lam 
1, 8S5 

1,480 

4,155 

(a) Ill eddlt1on, tile CeDadi&D autboritiee appuw~t4 
beld a~t $40,000,000 at tbe Federal Raeene 
Bant tor TreDch a ccoaDt. 

(b) Baeed <lll Depart;.ent ot e-re• eet.aatee tor tile 
.wl ot 19l5SI, ..tjuted t or tal•• UJd cheJisee ill 
-.rbt nlues a1Jics U..t ti..M. 

let 
£llllla 

900 

190 

- 1,405 

Bow 1ons will tbeaa resource• laetT 'l'bie queet10D C&llllOt, or coarae, 

be """"red UD8q111'POC&ll7, eillce e:rq projection illto the tuture ..... t teD 

into account 110t onJ.T the rate at which tuture orders will be placed and ed­

'""coe ..So, but aleo the -t ot adnnce pa1MDte outeteDd1ns at preaant, 

•.pillet which tuture d.UYeries will be ...Se. rurthelw>re, tbe axteat to 
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'lllicb the Britleh will proTide wpport to their late at ~, er..c., will 

greot.lJ' alfoct tllt.IH apolldiug. 'llo have, therefore, atteapted to determine 

on.11 tbe maxiiiUll durction of tho pr!oent ret e or apendiDg. Since tho French 

upitulation, the l]nited Kiugdoa boo boon llllt'rorlng a lou or £Old and !Uri.,.., 

., .. to of ebout $60,000,000 a " ell:. When the reot or the !llpire 1e 1Dcludod, 

tbe loss bas probably averaged oloso -to $70, 000,000 a week. Againot those loaaoo, 

tbe British !llpire baa been acquiring about $l.S,OOO,OOO a woek 1D newly--llined 

told· Tho """kly net dre1n boo, therefore, boon opproxbately t ss,ooo,ooo. 

Atsum1nf tbot tldo rete 1a, at l ooat, -.1nta1nod-.nd there are liiOlQ' 1nd1cationo 

ti>At it will be iDcressod this yoar-tbe resources which were nvdlable to tho 

BTitl&h Empire t or i t a essenti al purchases abroad a t tho and or loot l.ugust can 

'!hie would furthoiW>re OSIUM tbot 

tbo Bri tiah Empire 1e prop&red to contiDuo apendiDg WltU 1 to loot dollar io gone, 

and that tho British authorit1eo will oetlullly baYO access to all private British 

boldllll!a of dollore which haTe boon iDcludocl 1D tboae calculations. Both aaauap­

Uona ~be a litUo ~otic. Tho critical poiDt, therefore, probebly will 

co"" coonor than tide etud7 would 1nd.1cate . 

&oaoroble 8811%"7 llorconthan, :rr. , 
S..:rttuy or tho 'l'reuuey, 
laahington, D. c. 

t . 11. Knoto, 
Vice President. 

• 

Regraded Unclassified



llROUP W.E'!'I Nil 

Present: 

R.M.Jr: 

r.u ton: 

R.V.Jr: 

r.uton: 

R.IJ.Jr: 

Gaston: 

R.M.Jr: 

Fole;r: 

Vr. Wile;r 
\!r, Pehle 
\lr. Grana 
Yr. Young 
)!r, Bell 

·Mr. Thoapson 
Kr. l'ole1 
Kr. Cha~~berlain 
Kr. Gaston 
Kr. Sullivan 
Mr. Haas 
Mr. 'llhi te 
\!rs. Klotz 

December 13, 1940 
9:30 a.m. 

Well, Herbert , bow are ;rou? 

Ver ;r well. 

Have a good trip9 

Yea. I can gl n ;rou a little report toda;r 
aDJ time • : 

313 

I want to aee JOU, it JOU will sta7 behind a 
ainute; I want to ask ;rour advice on something. 

Yea, I haven't aDJ public business . 

Kr. FoleJ? 

Kr. Secretar;r, we have looked into the question 
of that adverthing of that Anti and lfaVJ 
whiake;r. 

• 
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R.:M.Jr: 

Voley: 

H.M.Jr: 

Poley: 

H.ll.Jr: 

Foley: 

R.M.Jr: 

"oley: 

H.V. Jr: 

Fole7: 

314 
• 

- 2 -

Yea. 

,And I don't think that there is an7 legal 
ground tor the aotion that Berkshire took. 
Berkshire sent two or three telegrams to these 
people, the distributor and the two distillers 
that bottled this stuff, and has peremptoril7 
reToked the label. 

Good . . 
Now, there is no procedure in the law tor doing 
that. 

Good tor Berkshire . I always knew he was a good 
man. 

And I don't think we can sustain his action. I 
understand that Congressman VcGranery of PehnsylTania, 
who used to be United States Attorney up in 
Philadelphia, has alre,ay gotten in touch with 
Berkshire protesting. There is a procedure --

Well, I aa surprised at Berkshire. He is a good 
attorney. 

Well, he sent theae telegraas out without clearing 
thn with the Legal DlTision. 

I see. 

There is a procedure tor diaciplining a fellow 
b7 reToking hi• distributor's license where he 
engagu in queetionable practic• through adnrtieing. ' 
There ia a procedure there whereb7 a ca.plalnt ia 
tiled, a not ice ot hearing is glTen1 a hearing i• 
held and teati.ony taken, and tor tne first 
often•• the per.lt to distribute liquor .ar be 
suspended; and tor offenses after tliat, it a&J 
be rnottcl entirel7. I thiDic Iince thi• ottenae 
ia in conneotlon with adTertialng rather than in 
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connection with the use of the label on the 
bottle , the nrocedure in so far as disci~line 
in connection with advertistn~, tbe one that 
should have been used rather than just to 
peremptorily. revoke the oermit --
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Well, mind you, I gave him no instructions bow 
to nrooeed . I just sent him the ad . I just 
sent him over the ad . You know that , don't you9 

Well, I didn't know what bad hanpened. 

Y.'ell, the ad came in, and I said to send it over 
to Berkshire, with no instructions . I gave him 
no instructi ons . 

After all , these people do have some investment 
i.n this label. 

I told him --

They have been distributing liquor under that 
label for five or six years. 

Just ask him what instructions he bas got. 

I haven't spoken to him at all, I bad the lawyer 
for the Alcbobol --

I said to study it and come over i n the morning 
and talk to me. 

These are the telegrams . 

We will find out what message he got from them. 
That is all right, I brought it up at 9:30 . I 
took your advice . I didn ' t go out on the end 
of a limb . 

No, you are not on the end of a limb. 
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V?e ought to help Berkshi re out . You l et me 
know. What else~ 

1h had a talk yesterday with Walker Stone. 

Ye3 . 

And we set up a little committee composed ot 
Henry MurpbT as Chai rman, and Chuck Kades and 
Ecker-Ract in John's section, and we are going 
to get hlJa the exa:nples he wants and he is fol.ng 
to put on a campaign and keep it up all dur ng 
the legislative session; and also he is going to 
uut a man on to wri te stor i es that appear in 
l!Ublicati ons, So they are ready to go ahead, 
Here i s a little memorandum about it. 
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I have this memo that you mentioned on the phone 
last night . (December 12, Re telephone conversation 
ot a&me date ~ith Sir Frederick Phi llips. ) 

Gulick was going to call this morning. 

Oh. Wiler" 

We looked at the films yesterday afternoon that 
I spoke of yesterday. These German films don't 
seem to make aJI1 sense under any headi~~g . There 
were Armf end Navy and Vari na Corps representatives 
present, and they don't seem to to be educational 
fi lms . They don't look dangerous, but no one 
can make up his mind whether the7 are just ver,. 
harmless or not . I think there i s goi~ to be 
a Colonel in the ArmJ, who i s a special1st on 
South Amer ica, go into thea more caretull7. 

Good , That thing thet (loua gave me, I will 
give back to 7ou, 

Pehle? 
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Did you see the art icle in P. M. on 
Wednesday on the State Department , an 
editorial" 

No . 

You might be interested in it. I t i s t aken 
f rom the Louisvi lle Couri er Journal . It i s 
very sharp. 

31? 

Well, I ~as told to read i t , and I said I would 
send for it. 

¥r. Secretary, I am informed there •as another 
• hich came out resterday, whi ch I erpect to see 
a little later n the day. It came out Thursday. 

This is Wednesday. 

There i s another, I understand, on Thursday; and 
I am told there are other papers going to break, 
expecting to break on the Depar tment. 

Well , could somebody pick it up for me" 

Yes . 

Schwar z is sick, 

I will have to --

'1/ell, Pehle wi 11 do it. 

Pehle will do i t, yea . 

Are they critical or l audatory" 

Ve~ critical, particularly of the Assistant 
Secretary. Welles , they say, ia good ; but he 
doesn't have the feel of the international 
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situation, and be is not very useful· but the 
three assistants they just ~o after,' 

It goes fa.r enough to say that Welles should 
leave t he Department also. 
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Chamberlain: V.bat they say is that v.elles ought to begin the 
job of traveling ambassador in South America. 

'"hi te : 

H.!.'.Jr: 

"eble: 

Roving ambassador. 

By air, so be can get around faster. 

A Justice of the Supreme Court called me uo and 
told me to get this, and then I forgot about it, 
so I am ~lad I have it. 

There is a controversy now ~oinv on with regard 
to some Danish Boats, moat of wnich are tied up 
in these waters, and the dispute is betv1een the 
agents for the boats, Isbrandtsen and \'oller, 
New York City's agents , and Moller - the Moller 
Comnany, which is a Danish Company which owns 
the boa~ both sides are accusing the other of 
representing the Germans . The Danish Legation 
is supportin~ one side , and the State Department 
in the past, at least, has more or less favored 
the other. One side is now tryi~ to charter 
the boats to American interests through the 
\~itime Commission, and the other side is trying 
to charter the same boats for the Navy. The 
lawyers were in here yesterday and tried to leave 
an envelooe addressed to you saying to be opened 
when the agents call from New York, and gave you 
authority to open it , and we took the matter up 
with Mr. Foley and discussed i t and deci ded 
that we shouldn ' t accept anythiny, on that 
conditional basis, so they didn't leave it. 
The envelope apparently contains papers turning 
the whole group of boats over to you, so that 
when --
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Why didn't you take it? (L~ughter) 

Vfuat is the matter wlth the boats~ 

They ere good boats, es e metter of feet . 

Yes, they are, end I know whet to do with th«m, 
too. 
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They ere good boats , but you would be taking it 
from the egent, who me:y nry well not hue any 
authority over the boats et ell any more; end 
besides, you weren' t given authority to onen the 
envelope at this tlme. 

Now listen, fellows, don't be fUssy about those 
boats . I know where to use them and we can take 
them and argue about the t itle afterward . I em 
not fooling - much. (Lau~hter) 

Well , I raised the question because there is a 
question as t o whether we want to •• 

I a seriotlll. If we can lay our hands on that 
fleet , the United States Navy will take them. 
Then they would release an equal number to 
whoever needs them. So if you can lat your hands 
on these thin~s , don't think or ways not to do 
it, but think of s~ehow to lay your hands on 
the.m. 

Well , we wanted to talk with :you and find out 
whether or not you wanted us to explore the thing 
a little further . If the Wari t\me Commission, 
for inetance, ie interested ln working out a deal 
with the British whereby they could buy thea 
and the British would immediately pay for them, 
that money could go into the blocked account and 
they coulc argue about i t afterward. 
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Aut ~hat isn't the nlay. The olar is that 
we wt ll ~uy them, the United States r.overnment, 
from one of these a~ents . The ~hole thin~, as t 
~et the story - and you can check it on this 
thing - this thing is just because somebody 
hasn' t hi t this thing and hit it hard. Everybody 
is timid . The trouble ts, the Enr;lish v1on' t 
~ive a ~uarantee that if these ~oats are bou~ht -
no, it i s the other 'lillY around . If the English 
buy them, there is no ~uftrantee that t he r.ermans 
won't s ink the~. Nou if we buy them, and they 
l-eco:ne --

Tbe r.ermans will sink any boat with a Br i t ish 
fla" . 

Put if r.e buy them, we huy them. That is what 
I wan ted to say. 

Yes . They wo11ld still consider them as enemy 
ships even thou"h we acquired title i llegally, 
they would claim. 

And my thou"ht is to nut them on the Pacific run. 

And rel ease other ships? 

\\i th wh!ch there is no doubt as to the title on 
this side, see. Is that a nifty~ 

nile : It sounds smart. I don 't know. (Lau~hter) 

~oley : 

P. .lf . Jr: 

"'htte : 

Rell : 

Yes, but I mean where are we ~oing to get the 
money to buy them~ 

Jesse Jones , one of his many coroorati ons . 

The money would be forthcoming from the sale of 
the American shins . 

They have a construction loan fUnd . 
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Well, there would be some American ships released 
and they would nresumably be released for some 
quid pro quo. 

Those would be private ships , Har ry? 

Well, somebody is goint! to pay for them. 

We will sell ships to the British, built in the 
United States yards ; and they will always be 
United 3tates ships. Let's say we sell 10 million 
dollars worth of these ships . Isn't there some 
coruoration that that money could go to? 

l!ar it ime Commission, 

Maritime Commission --

The Maritime Commission could buy the ships it 
they had the money. 

All right. Now, they utll sell --

Now, if they can find a purchaser, they could 
take these boats over f r om Iabrandtaen and Yoller 
and then immediately turn them over to a purchaser 

~no will operate them on the Pacific . 

Who will ouerate them on the Pacific, and the money 
would go right back into this frozen account in 
New York; and then Ur. Iabrandtsen and Kr. Koller 
could fight that out as to which one of them had 
title to the money. 

That is a little different pattern than what the 
Secretary is describing and isn't that pattern 
possible 

No, that is what I had in mind. 

Well~ why can' t the --
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The thin~ that everybody has heen afraid of, 
supposi ng we takP those ships and then the 
ships are sunk and then we are in trouble with 
the f.ermans; hut tf we take these shins and 
operate them in the Pacific where there are no 
f.erman raiders, 1 think it i s ~retty safe. 

I don't see where the nayments into frozen funds 
comes into that ~tcture . 

r.'ell, Harry, they have rrot to be oaid for . You 
just can't take them over from the ones without 
oavin2 for them. 

t see . 

And that is the nroceeds from the sale to the 
onerator on the "acific Coast , which would 
"0 to the Mar itime Commiss ion to the Canes . 

'llbat co ;vou think, Professor Cha'!lberlain, just 
a horseback onin.lon. 

Just a horseback ooinion , I should think that 
would be a verv "ood solution of the ouestion, 
l-ut woulo'n ' t _:_ · 

Could you out a little t i me on it today yourself~ 

If there is anything I can do, yes, I would be 
ver;v gled to. I can tal k it over with~. nehle, 
nerhaps . 

Because if we can solve this , it would be 
wonderful; because there is a tremendous need 
for these ships, a tremendous need for these 
ships , 

J,lr Secretar{ the NaY{ and the !'ar itime CollD!lisston 
• ' t t • N ere now nev.o iatinP. wi h these r.o nar 1es. ow, 

do you want us to ~et in that nlcture end see 
what we can do , or do you want us to stay out? 
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Ge t in with both teet - and your brains. 

Why not let the British buy them, Mr. Secretary, 
instead of buying the ships --

They won't do it. 

Why9 Any ships they have are going to be sunk 
by the Germans anyway, 

You ask them. I don't know why, but they won' t 
do it . 

The British won't buy them or the Denes won't 
sell them? 

The Ilanes sell them to the Maritime Commissi on, 
and the l!ari t ime Commissi on turns around and 
sells them to the Rrltlsh. 

But that is the thing which has been going on, 
and the Danes r.cn ' t . do it. 

Well, the Danish owner is in Denmark, \!r. Secretary, 
and I assume he doesn't dare sell these boats to 
the British. 

Exactly, but i! we - that ls the whole thing. 
Nobody has thought this out. Then they say, 
~ell, we won't buy them because if we buy thee 
and tly the Allerlcan tlag, the Gel'lllans will sink 
them and then it is a cause o! war, • but I come 
along with a brand new idea and say to the 
Marl time Commission "V.'e will put these ships 
on the Pacific run.£ Well, there isn't one chance 
there in a hundred of them being sunk. Everybody ' 
has had a fling at it , but nobody has made the 
suggestion I am making. 

Ed, the other would be too transparent, i! the 
American Go'V'IIrnment were to buy these ships and 
turn around and sell thea directly to the 
Br itish; it would be too transparent. That is 

Regraded Unclassified



Sullivan : 

H.J.! .Jr: 

'111ston: 

H.M. Jr: 

Foley : 

H.lJ.Jr: 

Poley: 

Pehle: 

'l.hite: 

H.IA.Jr: 

- 12 -

why I think there has to be some scheme like 
the Secretar1's of not using the s~ ships 
but other sh1ps . 

Or giving them planes and guns , what difference 
does it make9 

But the thing gets back to the Dane in Denmark, 
who is there under the guns of the Germans.. Now 
they will know in fi ve minutes what hanpened. ' 
They know before they even put the nan on i t, 
but if the Dane can sey, "This is going to the 
United States, the United States is operating 
these things in the Pacific, • I will bet you 
the sale goes through. 

Is the Danish ~inlster ni llin~ t o sell them9 

That I don't know, but the thing is the fellow 
that is back in Denmark. 

There are some 40 odd ships , you know. 

And they are good ships . 

They are nretty good ships . They ar e 125,000 
tons . 

This narticular line, Ed , there are only a ~all 
number. · 

Yr. Secretary, you might even give consideration 
as an inducement if necessary, to pal !or them 
not in f rozen funds , but in funds wh ch will be 
free, that the ships may be ~ought at sacr ifice 
if you can't get them any other way !rom the DftDes . 
The Germans might acquiesce . 

Yes , but I don't think Mr. Roosevelt would. He 
is very strict about this . Try it mw way. I 
think you will find that the suggest ion that I 
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make will break the log jam, ~ho would 
normally carry this? 

On the sale questionQ 

Yes . 

J t hink Foley, 

I do too, Get in on i t Foley, fast , will you? 
And con~ult with Professor Chamberlain and get 
his advice, 
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Since Jones will have to out up coney somewhere, 
usually --

No --

Won 't he somewhere on the p\c ture - -

t think t he Maritime Commission has the money. 

They have a sizable appropr i at ion. \'.nether it 
is obligated or not , I don't know. I t was 150 
million dollars last year. 

I would love to get this and if this works on 
this, then these Esthoni an shioa that there is 
so much f us s i ng about --

Latvian ships . 

If Jones does happen to have to be in on it , the 
sooner he is in from the beginning the more 
cooperative he i s apt t o be, 

Well, let Foley work on this thing, and just see 
how he does . I don' t think Jones has to get in 
on i t. 

I heard resterday, Mr. Secretary, that there were 
negotiat1ons going on to sell the Italian ships 
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in our harbors to the British. 

That is interesting. 

Mr. Secretary, 'lie have an e.pplicatim now from 
the Fr ench to take $50,000 at this time out of 
thei r government frozen fund s here and give it 
to the American Friends Servi ce Commattee to 
be used by them in buying milk in Switzerland 
for use among children in France. 

3.26 

Now wai t a minute, say i t a~ain , r.i ll you please~ 

The French Government , af ter "lckett had asked 
them for the money, i s wlllinp to give him at 
this time ~50 ,000 , and I believe ~50 ,000 a month 
hereafter, but thi s involves the initial oayment , 
which will be used by the ~erican Friends 
Service Commi ttee in buy\n~ milk in Switzerlan~ 
for distribution amon~ chi l dren in France. You 
remember Picke tt mentioned the matter when he 
was here . Mr. Alphand, the French Financial 
Attache came in yesterday, and he told me Pickett had 
told him you aoproved the ma t ter, which I didn't 
think was what baopened . · 

Well, you were here . 

Yes, that i s right , and I told him that that 
wasn't the case. Some time ago the Red Cross 
told me t hat they bad suffici ent funds in 
Switzerland to buy all the milk that i s being 
nroduced there, and were doing it. I asked 
Mr . Pickett about that after we left the office 
when be was her~ and he said , as be bad indicated 
in here , that what they wanted to do was to buy 
the milk un in advance, tT:o or three months, 
on the ground that the Germans were press ing 
the Swiss to exchange coal for milk, and the 
Swiss would then be In a oosition to say, "Vle 
haven't ~ot the milk, we hsve already sol d i t 
to this Aierican organization for distribution 
in Frence . " It was discussed last night in 
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the committee. JAr . Wiley felt that it ought 
to he. approved and so did Dr. White. I feel 
somewhat uneasy about lt, because J think it is the 
beginnlnf of the use of French Government funds 
for use n France, and there are all sorts of valid 
uses they could have for those funds in France 
and - or in connection with France . They could 
buy food i n other areas . 

Is this frozen or unfrozen~ 

Frozen funds . It doesn 't involve the blockade, 
of course, because the milk is in Switzerland 
and not on this side. 

There are certain unusual circums tances about 
this, though, if you are go in~ to disapnrove, 
which I would like to set before you before you 
make un your mi nd . 

Just hold you horses a minute. 

Yes . 

My inclination is to annrove. I just want to 
ask Professor Chamberlain. 

I should be inclined, Wr. Secretary, to aporove 
on the ground that while I am somewhat duoious about 
their getting this milk, yet I think you ought to 
encourage them to go as far aa they can. I know 
there ia p.ressure on the Swi ss f rom t he Germans, 
which is very severe, and getting more ao. I 
think this is about the only way that there is 
any chance of the French getting any of this milk. 

Well , I would like to do it . 

I would like to check with the Red Cross. 
don't know what you would get from them. 
take their word f inally either way. 

I 
I wouldn ' t 
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No, but I would clean it up before sunset 
one way or the other. I would ~~&ke this 
proTiso. I want Mathews, who ia partly on 
our payroll, first Secretary at the American 
Embassy at Vichy, to follow this thing !or 
me personally, see . I want that as a condition. 
He would see some of this milk come in and can 
follow the financial nart, Tisit a counle o! 
these kitchens ~ so forth and so on.· Unless 
the Red Cross ralaes acme objection, I would 
say to go ahead with it. 

It ts powdered milk in paper bags, not even any 
tin cans inTolTed. 

Well, I would like V.athews to be tully aware o! 
it and go into the field once or twice and 
see it. I also suggest that we call the Swiss 
Mi nister here and ask him also to follow it for 
us, the Swiss Minister, but this again - Alphand 
proves that he and Henri Haye are both damn 
liars and this proves that Alphand is , too. 
They are just liars is all. 

You mean on the ground as to whether you approTed 
it'> 

Yes. 

I don't know whether it was bia or Pickett. 

Well, somebody lied. I know Henri Ha,e is a 
Ha.r . 

It was discussed with my staff before and they 
did not agree to approTe it because we neTer do 
that on any applicat ions . 

Ask Pickett point blank. 

I will next time I see him. 
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I would write him a letter and say that Alphand 
said ao and so , "Did you or didn't you. " Write 
him a letter and vleaee say, "Did you or didn ' t 
you say so. " Let a nail it on him. 

I would like to do that right away. 

I rewrote this memorandum and added to it the 
portion about Por tugese gold. 

Thank you. 
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(See attachments 1 and 2 with meetin~ on Cecember 1~ , 
at 12:00 Noon - ReFreezing. ) 

VIlli le we are on this to let you 1leoole know how I 
feel , I 1lersonally am leanin~ this way, that where 
we can make sure that no fooa wtll go from the soup 
kitchen di r ect ly into tne mouths of these children 
under American Citizen sunervision, i rrespective 
of what- country it is in, I am leaning toward doing 
it. Where i t is an American soup kitchen under 
American citizen su1lervision, direct feedin£ into 
the mout hs of the children, I am inclined to t ry 
it, and I wouldn' t be too fussy about whether the 
funds were frozen or not. I mean, I wouldn' t 
go into any million dollar schemes , but certainly 
$50,000 at a throw, where it could be under, aa 
I say, American citizen au1lervision, directly 
into the mouths of the children; but as I said 
last night, i f we don't do this, it is like bein~ 
at the bottom of a well lookine up, you just see 
black; but if you could see one sinule star, it 
gives you a little ray of hope that some place, 
some where, somebody shows interest. That is 
for your guidance . 

Of course, r ight now the American organizations are 
largely not operating outside of France and largely 
in unoccupied France . The Red Cross isn't operating 
in any of those countr ies. 
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!:." . Jr : ·~nen it is out Ul' to me , that i3 the wav I 
feel . ' 

rhAmherlain : ~here may he an ao!leal for Bel~ium verv soon. 
T don't -- · 

" ." .. Tr : V.ben it comes , I want to clelll' that llersonally 
with the Pres ident, hut T ~auld make the sane 
recommendation. I don ' t believe in anv of these 
schemes which they are talkin~ about , ~ass feed i ne 
and shootin~ the thin~ - m'llions of dollars into , 
it, but if you could ~ake a test , ~so,ooo here, 
~10 ,000 somer.here else, and try this thin~ out , 
1 just th ink i t is -we have pot to gi ve ;ome 
soiritual leadershio and hone , and I oon' t know 
any other way of doinr, i t. I mean , try it out . 
I don't believe these t remendous schemes - shooting 
the works . Then you can 't withdraw. · 

rhqmberlain : '!'here are some very serious difficulties in any 
of the schemes t hat have been ~ro~osed , that I 
think would make them unworkable . 

II .".Jr: ~here may be , but as they come up, you t ry them 
in a very small way and I r.ill be symnathetic 
toY;ard it . 

~~,T.berla i n: Esoecially as to children . 

" . " . Jr: 1 ,m talkin"' just· al>out children , di rec t to the:n. 
So if the schemes come , hrin~ them unto~. 

will you" 

Anything else" 

Pehle: No . 

r.hP~borlain : No . 

Younr> : I have nothing. 
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1 han nothing. 

R&rl'J" 
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I heard a bi t on the radio l as t night . I don ' t 
know whether i t has come to your attention or 
not . There was a discussion between Senator 
Clark somewhere , and somebody else . I heard 
amazing statements . Have you seen them? 

Oh yes . Bennett came to my rescue. I have 
got to call him up. 

I have forgotten who the other Senator was • 

Austin of Vermont . 

He said somethin~ about i ts being the gr eatest 
st ep t oward NatUlcation of the United States . 

St at e Sociali sm. Bennet Clark said I had vision. 

St atesmanlike vi sion. A gr eat step forYJard for 
~erfecting the I ncome Tax system that has been 
taken since the 16th of November. 

That is all due to going up on the Hill . This is 
going to be a nice fight . It is going to be 
good fun. 

It we get him around on our side on the Stabil ­
ization Fund, we ~ill be all right . 

Harry" 

You asked for a memorandum on social changes in 
England . The body of the report was prepar ed 
b:y !l.r. Adler. 

Thank you. 

I have some totals and some informat ion which 
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we have so tar compiled about the British 
securities , et cetera. I didn't know whether 
you wanted to take this up pr ior to your meeting 
or at the meeting. 

At the meeting, 

The E~ort-lmport Bank is about to extend assistance 
to Peru, 10 million dollars. I raised the ouestion 
that I thought you might like to consicer bert, 
whether or not two million or that might not be 
undertaken by the Stabilization Fund, since i t ia 
a Stabilization Fund operation, and whether they 
didn ' t want t o give ua a chance to consider it. 

I can' t be bothered with leas than 50 million 
dollars . 

Well, it is another country and I think that there 
is some importance in maintaining the pattern. 
There is very little involved, but there is in­
volved the question of the principal --

I just can ' t be bothered with less than 50 million. 

I don't think we coul~ apProve 50 million. Can we, 
Yerle" 

Bring i t up soae other t ime. 

They have t o know whether it will get any re­
consideration, because they are eager --

~ell, you have got a letter here froa Sumner 
Welles on Chile , 

Well, you asked to bring that up ~onday . Today 
is Friday. 

Well, br ing thea both up Konday. 

Then t will be able t o tell the Expor t- Isport Bank 

/ 
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that we are going to reconsider the matter 
Konday tor ~eru? 

Look at it , we will look at i t . 

That is a synonym for consideration. I will 
do that . 

A little milder. 

Christmas is coming. 

Well, they are oushlng, I think unnecessarily, 
but they are pushing. 

Well, you reoort that you brought i t up --

And that you are going to take a look at it Yond~. 

If I feel all right . 

Viall , I mean the latter ia implied. If you don't 
feel well --

All right , Harry. We will take a look at it 
Y.onday. 

(Telephone conversation with Senator Clark 
follows . ) 

Regraded Unclassified



B.M.Jr : 

Opera tor: 

Bennett C. 
Clark: 

B. M. Jr: 

C: 

H.M.Jr : 

C: 

H.M.Jrt 

0: 

B.M.Jr : 

c: 
R.M.Jr: 

0: 

R.M.Jr : 

01 

B. M.Jr: 

334 

Bello. 

Tbe7 expeot Benator Clark ehortl J . I lett a 
aeeaqe tor bia to a&ll 70u. 

10:05 a ••• 

Bello. 

Bennett? 

Bow are 7ou, Benl'J' 

Thank• tor thea kin4 wol'4a. 

Well, Btnl'J, it waa a great fltaeure to •• to 
be able to 4o that an4 I 4on t th1Dit I e&14 
a 4aan wol'4 that waan't abaoluttl7 true. 

Well, an4 J OU know what tbe7 aaJ: pol1t1oa 
aall:ee atranse bt4- tellowa. You an4 I'll get 
together Jet. 

(Laugha). Well, Btnl'J, I reall7 th1Dit JOU 414 
a 'ftl'J, 'ft'Z'J tine ttate-n11kt thine 1n that 
oourae 70u took about that aatter an4 I rtall7 
a4a1re4 1 t 'ft'Z'J au ell 1114et4. 

Well, th&nll: 7ou ao auoh, an4 I'• alnoere. I 
appreo1ate • • ••• 

Well, I'• aure of that , Ben'Z'J. 

..... 
Well, I tbiftlt 1t waa 'ft'Z'J well 4eael'Y~, BeD'Z'J. 

Tbaftlt JOU. 

!bank 7ou, tlr, ••'1'7 auob. 
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Are you through, Harry? 

Well, that is all , (Lau .. hter ) 

Harold? 

Nothi ng. 

J.isten, 1 don't wa.nt to let the week go out 
without doing the Bank of Ameri ca, so if you 
can't get Brother Delano out of bed, we will 
do it at three o'clock wi thout him. I s he 
s t ill in bed? 

I think he still is. 

1 wil l bet you if we do it thi s afternoon, he 
will be around tomorrow. The man i s staying 
in bed until this thing le accomnlished. (Laughter ) 

Anyway, all those neople interested in the 
Bank of America report at three o'clock. ~hat 
else" 

That is a good thing, because we have got t wo 
or three nroblems out there t hat are tied in 
with it . I would like to ~ive Dr. Prebisch, 
or the Ambassador, this morning, a nreliminary 
draft of the agreement between the Treasury 
and the Bank. Dr . Prebi sch is also sick in 
bed, and he nrobably w~n • t be able to come; 
but the Ambassador said he would if Prebisch 
isn 't able to. I think that is a good way to get 
a vacation. Congress this year oassed the Soldiers 
and Sai lors Relief Act of 1940, i ts ourpose being to 
protect the insurance policies of the persons in­
ducted into the military service . The administration 
of that act is under the Veterans Administration, and 
the only duty we have to perform is fi~ a rate of 
interest with the certificates. There are some 
letters of administration issued . 
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The ~olieies , of course, haTe a contract 
rate, usually fiTe or six ~er cent, which 
the holder will pay on deferred ~ayments. Our 
only security outside of the Sol~ier's agreement 
to par is the cash surrender Talue of the 
polic1es, in most cases, which accumulate at 
the rate. of three per cent. Now, the Veterans 
Administration doesn ' t recommend, and they say 
\t is our respon.si bili ty. They thought we 
ought to fix a three per cent rate !or these 
certificates, because that i a the rate at which 
these'cash surrender Taluea accumulate. 

'f."bat do you recoiiiDend? 

We think that is a fair rate. 

0. K. 
Harold , are you getting together with 
McReynolds today? 

At 10 :30, 

Wonderful. 

No1'111&1l? 

t haTe a statement froa the hearing before the 
A~propriations Ca.aittee . 

0. K. See you all later in the d&T• 
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•£ brt!TISI! PU!\CHASIIIO PROGRAM 

l'reecnt: 

I! . !(.Jr: 

Mr. Purcell 
Hr. Fr~nk 
Mr. Cochran 
t~r. 1~1 te 
Y.r. CHt'fo!'d 
~!r. P1nsent 
llr. Phillips 
l~r. Pleyfa1 r 
Mr. Forreet al 
l-!r. il1ne 
!lr. Bell 
Mr. ClArk 
Mr~. Klot:t 

How long since we ~ve sePn each other, 
l4r. CHfford? 18 1 t About s ypnr? 

I th l nt I WA P hPr~ when - no , it t<•o the lAst 
or the yeqr, llhout e1x or s<'ven months Ago . 

The reason I aaked for t hl a meet\ng 11as this : 
I n my conversations with t he Br1t\eh and the 
Canadians, the que~t1on come11 'I!' aP to their 
selling - well, Amerle•n owned eecur1tiea in 
t he United Statca And nlso direct lnveatnents, 
and I bP-ve been quite frank in QY statements 
that I don't believe thPt the methods hsve 
been followed whtch would have trt\de it possi­
ble to sell t he securities n8 raoidly sa they 
night have been sold . I em go ing to say nov 
vbat I hPVe been eay\ng, t hP t Mr. ?rank and 
I gave a great deAl of ti~e t o this when 
Mr. G1f~or~ nnd ~r. Wi~hAm fir•t c~e over. 
It is their securities, 80 nature!ly they can 
aell t hem e.ny ve.y tha t they u>tnt, but they 
chose not to follow the advtoe or t he Secur1tl ea 
e.n~ ExchAnge ~nd our Tree.eury. 

Now, I m~de th1o otAt~MPnt to S1r Fr~der1ck 
end ssked him vhether in vtev ot thP tact 
t ha t he hAP cAde the etat~oent c~veral t 1mea 
thet you couldn't aell -..orf' then t<Mt you have -
and I believe you could - it you want ue to 
renee.t agatn how v.e t h ink you could, knov1n0 
that ve are t ek\ng e. gre~t rea~one1b1lity ot 
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being aec~@ed or rore1ng our o~1nion on you, 
but we Are prepsred ege\n t o eay how we 
think thPt you could sell mor~ &P~ur1tie1 
if you used different metho~s. end I asked 
Mr. Forreatal it he would m\nd stepring out 
ot hie role ae lJnder Secr~t~ry or the N&'T)' 
and comtng over here nnd, ~utt1ng it qutte 
bluntly, I varned Sir Frederick yeaterdey that 
if we were going to do thte we were going to 
be very blunt about it ~n~ he eaid to go 
Ahead. There i o not h ing p~reonal . I hAve 
hoard t he story or the ne&n8 ueed at preeent 
t o do t he t hing n nd I just couldn 't believe 
what I heard, and i t you ~eople woul d l ike 
t o have it in n 'Tery blunt vay, why, ! asked 
Kr. P'orreet&l if he vou\tl o\n~ do\ ng it. 

You wAnt me t o Ad~rea ft mysel f a\oply t o t he 
method, Mr. Secreta ryt 

ThP method t hat you and I hnva been t ol d that 
t~ey are fol l owing \n t hA ealea or t he\r se­
curi tlee. 

Aa I underatan4 it, it h11.a been oalea on the 
Exchange and through the Exchange rro~ day 
to day. Ia that eubatantlally correet? 

Th~t baa been one nArt or th~ method, yea. 

You h&ven ' t done any block aarketing? 

Yea , we b &VE'. 

Vb8t particular eeeur\tieet 

We bA'TP done Stan~ard Ot l ot C8lifor n1a, 
Peeitte Gae and Electrtc, Just rtraigh t !roo 
neoor~ but the;y ftre ••rr good exa.olee. Ma:r 
I exnl&1n Just t he prineipl~ on th~tt Pel'bape 
:rou hAt! betur t1n1eh, beCII\IIIP I vent to repl;r, 
1t Mr. Morgentbau v\11 p"'rmit ae, to the whole 
queeUon. 

You oan be Juet ae blunt •• I teel , 10 I 
4on • t care how blunt you are. 
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1 hrvc got nn q,.lf teh lnl.erf'•tA in thts . 

Oh, o?vloualy not, o tr. 

I t "lillY bP th• t you hrw~ ~one PXP~t l y whp t I 
h •<l in mtnd . 1 t h\nk thf' m• r ket O""r t h" 
Exchnn~e 1• v ~ry Hmtt~d . On t 1l P o t h l'r hAnd , 
"9 Y1"')1J knO".·r ' And R ~ !~r . r.r" nk knO\o'e , ther e 
Pre " l •re;e nu11b~r or t nv t>atnent dMl e r s over 
tll P countr y l ooltiniJ ro r rt•ll'f to dletr i bute . 
I t">! nk yo11 con ~·t·krt "lllOAt 11ny Rno·• n t o ! 
wPll-kno~ A"!!Pri cnn eeourlt\ea , ood I d?n 't 
bel1.PVP t!lr>t. t"'~P f rt'ouPnc;' w\ t h w·· ~ch t r_,.v 
are bM't~i\t; t~ thf" nA1"l'"et, unlPf:"" t t."Y h.P~nen 
-: o rp. t .. P succeeql.•;p bl('II,..~G ~·r th~ cn.,r: co::t­
~Rny • e sflcwp'\. t t PS - t .. ,. t ~?u ld be ?14d becttu~e 
tl~or leAves ~n t .. prPA~lor. t h•t ·ro :: !u>ven 1 t 
o~·,.,ll'ted y~-,!• j oh • n" I t h\ nl· i;., t h· t extent 
1t On eF cu ""'tP11 t:~1Pt yon cnn do 1 1' ~ !1e n:Arke t 
nPver knoYe hou ~'lCh fftO !"P. t . oPr" 18 tn C''l,f't 

C'l't, bu t ! t "l1nk t,. yn11 AOdref'retll yt),Jrnel t 
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t? t~.P. ~,..,..tet1ng ot ~,,f'n ,., ''Nch eo 20 :n1111'\ne 
'>f any &tl' n<l nrc\ t••no nr.~ h•~ t h•t d ts:rtbuted , 
then aRt <' tr.~ t w~o <l1Pt'OM'' ,. ~"mnl!'tely, 
And t l1en nrl.1 re~,N1 :VI)\I""•H~) f' t o the next one , 
I t l• t nk - •n it mny'>n I •'.?uldn • t be t• lk l ng 
"' nll, bec P'IBe I h" 'ren ' t been tn t 'l r t Rtmos ­
.,her e fo r t he l l\'lt e \ x .,..,nth11 - but I bE>l1eve 
t '".• t you co,;l:J do eever~> l of tho4e ooernttons 
A ••eek , cos~lhty 1•1 t l: d!ffe:-ent .;:-~uos . l<ey»e 
t ".• t t s exPctly If:,• t you hAve bePn d o ing. 

I will Pnever t h•t . 

I t h ink t !..' t ~'~ r:tecr.,Ml c\lst:ol 'mt l on 
th!"'I')1 I~L -;!'lfo ET.<"hAnc,P exooA~r YO'J t., t !'tf" oper­
ations of ~oy to dtty tr,od•r@ , tt••·l th Pre a re 
s till a !~~ o • t~P~ left , nnd algo wepj.ens 
ynur oos1 t t on vie a. v t• t l.e i nvesto r v!Jo 1e 
buying aub stRntlal " mount s •n~ l a reluctant 
to buy lfhen he thinks t hcr• \ s s lot mor P to 
te-l l ow. 

Tl1 e eAcon d th1nn which I think could be ex­
plor ed 1e the COI'IIOAnles thempelvea, nnrl tha t 
woul d llPVe t o b l' l)y Releotton. The he11ds or 
moat co~entes or any •t~e are tnterrsted, 
""" !'llle, t n th•t r eecur1 t1ee t o t he p:>lnt 
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wher~ t~~y ~111 o~Antz~ " ti~uo to tnke 
o·•er A '>l ock or Rtook. I di>n It t h tnk vou 
csn do t hl>t on quite tuch n ec•le, bec!.uee 
\t 1• llSUP1ly llmttf'd t n P 0'11811 nu:nber O f 

peonlP, but I bellevp thot tt you Addre•sed 
y-:~u rael t' v\go r ously to th~ ~~·,os1tion or 
th• I!Pcur1t1~£ th••t I liOUldn ' t 'or nt nll 
s· •h t lP ahou t 1 t . I H<'Uld MY e:mctly l<M t 
you a r e go i ng t o ee l t. AP r•r 1\e I 'tno"• 
thAt hP• nPve~ been dQne . There hne been 
AI\ ntooephe!'e Of UI\CPrtrlnty qr, t O how ~~ch 
you were going to - ml\yhe you d1dn 1 t know 
yourselvpq, t~.'t tr quttP. oo~&lbly t!"'Ue , 
hut ell I a, g1vln~ you 1A An l~~rp,qlon And 
not anything oore t l,,n oy o'<n ')f'reont>l feel­
ing ab•mt 1t. Th•t 1& !'bou t thr substAnce 
o~ cy - -

:tell, t h P t hing t l.' t I hnve l'elt rt&-"l t atr11 t ght 
elong, th•t tJhenev,.r y?u got t h rollgh eelltng 
a - lf tt 1~ Stf'n~Ard 011 n~ Cnl1forn1e and 
yo•1 ere t h rou ,;h , trll t !11' m11rl'•t t h• t you hnve 
no more Standard or CAllt'orn1a, you ere out 
or t~•P mnrkrt , yo•l nre !1n1•hed , bu t there 
1e all thl a my•tery. llot: , I undPretand t ha t 
tney cnU u p n ~rokPr nn~ you g tve nn or<!er, 
1 t is whi~nerpfl to t h tm , AbCI•>t 11 t h'luannd 
ohAr P'l or t h1e, th'n thla greA t OYAtery hAs 
got to go to •o~e bank to bet thP stock nnd 
he ls sor t o~ eent Around hush- hush t o so~e 
othPr '>ll'lce wl:err r.e ¥eta " checlt nnd thP 
wnole myst~!'y , I con t undrretsnd 1t Pnd I 
PM surJ::-1sed you 0110 eell noyt:.tnf thl>: ~?.y. 

!!ny I - -

I 'lM eu~r1 sed you eel l "nyti-. tng. 

~!ay I ex;>lP t n to thP - -

Ple11se. 

F1rot o r al l , o n t he ~ueet ton of t hP emo•Jn t 
or secur1t1 ft s t hAt we h~vP "old , t he 1nAtruc ­
t1ona which I reoe 1vrd , along wHh !·tr. Vtgha:n 
lAst au tul1'n , were t het t he requ t!'P'1!Pnt s or 
dollars to be ra1aed from t he sgle or ~~er1cnn 
aee•1r1ttee, dollPr ce~ur1tlea, wso between 50 
nnd 6o m1111o n sterling, to t 8ke the highe r 
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!tgure, 24o ~tllton do l lAr s to ~~ rale&d 
~tthln th~ fl ret 12 month• , t he y~Ar t o 
the 31 o f Auguot , l 94o, ~n~ thAt f igure wao 
rA i sed. So t hat eo fnr as my own tnet ruc t ore 
ar11 concerned, th~ rtgure thn t wRe ment ioned 
to m~ nnd t hat lvld no t be ell nl tercd prior t o 
th~t wa a accomplt 4hea . 

I ctrtatnly RM no t awar e -- tt mAy be lRck 
or memory -- t~ t I h~v~ f elled to c~rry out 
tmy understandlng 11rrtv~d ~t w\th you, sir, 
or w\ th the SEC. '!'he pollcy t hAt I proceeded 
on wee durlng the monthe until the day D8t tle 
on the continent, we were eelllng securttl~s 
8t full rate, ~~e~d Of the rAte req~tred to 
r~ r et t he suM 11htch I ""O toll" """ dee\rM to 
r~lee ln tha t t l ret war yea~ rro~ ~~erlcan 
acourtt1ee. 

Whnt t hen ha9pened wan thAt wtth the d~y 
battle ln th~ lo" count~tee , As you wlll r e­
:r.P"'ber, ~:r. Forrcottll, the mArket !'ell 20 -
25 poi nts Juet llke o plummet And ne e~me 
evidPnce or the possib111ty of nell1ng ae­
cur1t1ec - I am not auggea t tne lt La the rull 
cvtdencP at all - t hfl tu•·nov~r on the New 
York Stock Exchange fell to ,. nertes of ve ry 
low t urnove r s ;>er day. I t h tnY. t hnt durtng 
thP lat ter oar t ot t he ftumme r th~re was 
r eached a dP.y which wA a the record low ~u:-n­
over atnce 1915. 
I don't thl nt thAt 1e a c~~lete t ndex, 
t hough. 

Oh, no. Ycu ~~11 admit t ha t I eald l t ta 
pRr t or the ev1dPnce . You w111 ado1 t that I 
eetd t hat . I am not tugeeet1ng t t le the 
whole ev idence at all. 

r then coomunlcoted wi t h t he oeople behtnd 
me At home when thft !ell en mnrket occurred, 
eaytng th&t r a t her th~n to try to de~reea -
not to try t o d eoreee , try to Rell wi t h the 
grave r\sk ot depreaaing the mArket whPn lt 
was already ln a very depressed etetP, I 
propoeed to hole ott. ThAt r r ecei•ed approvel 
ot and thet wae t he policy during the eumme:­
•onthe ot June, July and Augutt . I don't re­
•e•~r the exact date, bu t I t hink 1t was 
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somewhere 1n Auguat thnt I cabled to London 
aaytne thPt I thoul)ht we mnot nov regard the 
level or the oorket na being etob111~~d and 
not likely to ehow any pnrt1oul•~ recovery 
nnd thAt aocord1nsly, though 1t wnuld involve 
a det1ott no compAred wtth wh•t we had nat~ 
our own nr1vete owners tor the secur1ttee, 
thAt I thought sale& otght now be com~enced 
on t hP t rooting. 

The reply I got wee n?t to proceed on t~t 
root1ng at the tt1'1e. Th1e woe why 1n the 
depreesed market no greve Attemot vas made 
to ?rasa oecu~tttoa. You may remam~er -
Xr. Frank, I thtnk you w\11 s~ree wlth me­
t hAt we lald a ~eat ~eAl ot 8treae 1n our 
dta~•uelons on the 1'1JlOrtsneP ot not hitttog 
the oarket and not getting t he 1oor~fte1on 
about that there was &n unl1Mtted amount or 
Brit1oh securities, whtoh would h~ve had a 
v~ry bad effect on t he market, And t~•t was 
certainly nlwaya n good deal tn my ~\nd , 
t hAt one had to tras t the MArket re~~Ronably 
and sensibly. 
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An regards thP question or dtetr1button, of 
wluoh we hAvP now, stncP I oomft h•ok t o the 
h-etnntng or October, done a CPrt•tn amount, 
we have always had t his 1n vtew, that or couree 
from the oolnt or view or Br1t1en selling 
it i8 pretty expensive o~ e m~thod . 

Pretty ex,en81VP7 

EX'Oenetve oethod. The cluo"See ll!'e very :wch 
heavier than on the Stock Exchange. It 18 
e method tha t undoubtedly 1e oopular aoong 
the ttrma --

It 1tm 't vel"'/ mu~h en, toccura tely. To be 
preolae, Just whAt are thP g•p• between the 
two? 

Well, take your Stook Exchange Ooftm1sa1on -­

It coat• you three e1ghthe on the Exchange, 
doe an 't i tf 
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Not so ouch. I ~d occasi on to go into it 
on account of an order wht ch I thought wee 
very adverse to us At, I thtnk you wtll 
agree, about 11 c~nte per shore. 

It varies wtth t he pr1c~ or thr etnok. Let's 
et1ck to a hundred dolloro par, wh1oh g1vea 
you a base of 37.5 oPnte. How, compa rable 
to thPt, I aay th~t on good etocke your cost 
would bP abo11t a de>llnr "nd t h1rty centa. 

I Pgree with you abaolutely. 

\lh~t ie th~t? 

I n other words, t~P dif ference t~ sell the 
com~iaaiona on t he Exchftnae would be ~bout 
}7. 5 cent a on " hundrPd doll~r onr &took, 
or a sto ck eell i n! at th~t prtoe. To ~~ket 
1 t t hro•tgh thP nl'ttonal d latributtve chPnnele 
would coat ab'>•J t one And three eighths, eo 
t t i s about a dol lll r dtfferenco r.ler eh•re. 

It yo•1 dtd i t through :>rtvate selling? 

I 11 that right? 

It rune between thr~e an~ tour times -­

But on a billion dollllrs, t hAt ~ounts to 
about one mill i on. 

You bftve, or course, ~ l tat or our securities 
tro~ which tt i s eviden t tha t we do not hnve 
a •1ery lR!'gf' num'bpr o f holdings in which our 
1nd1v1duPl holdlne t a very heavy. The n~~ber 
or cases wh~re we hold ~ hundred thnusPn~ 
ahftrPs le very l i olted. ~t ve hold la 
usually }0 or 35 thouaan~ ohftrP.o or leas. 

We don ' t know vhP.t you have sold. 

No, you ~ven't ~ d~t4iled list ot whPt ve 
h&Vft aold. That, I think, h•a nevPr been asked 
t or. 

Voll, up to th~ time - I havP loat all 1ntereet 
tn 1t because un t o t he ttme - 11r Frederick 
1e here nov and Mr. Cllll_., Md th~y malrft the 
etatement t o ~~~. ~ich I know they oate 1D all 
eineerity, that they only t hink thP7 caa ~l•• 
three m1111on doll•r• a week. I think that 
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waa ~h• ~igure, wa•n 't i t , Bir Freder1ckt 

Yea . I t 
11 wf'ek. 
June. 

wsa t hrf' e an~ " h8lf m\ll ion dollare 
I wile talking nbout tht' per\oll after 

\·/ell, I Juat don ' t t hink 81r Frederick hRe 
1111 t he 1nfor ml\t1on, bMAu~e I 11'11 •ure thAt 
t hnt thing could be - i f the other methods 
were ueed 11111\ t h A Brit1Ah TrftiiAur;r or the 
C11na~\~n Treaaury wanted t o r'1Ae three ar 
four t1mes that 11 week, bnrr\ng some very bad 
news, t hn t i t could be d~ne and done vety 
eAo1ly. Nov, I don't knov ~v =ueh --

Ple11~e don ' t leave out o~ ~ceount , eo !Rr 
II• w~t ~~c ~ePn done, th f' 0011\t\on to~cn up, 
up to date, as regards the pol1ey &nd the 
amount to be rEAlized. 

Well, . I don 1 t !mow •rhPt your o:-tlers are. 

Exnctly . I wBs try1n~ to explAin thllt . 

But when I an told thAt you can only ra1ee 
three or rour million dollero n veek 1n th\o 
mnrket, I tnow th•t 91r Fred~r1ok hee not 
gotten t he beet 1nrorcet1on thnt he could get. 
~ow, t hllt ls my opinion . 

I and my advisors muat he t o bl~~e on t~t . 

Uell, sornebod;r 1s to ~lsme. 

Xr. 01f!o~ 's ?Oint 1P that he hi'• co~pleted 
vhnt hie assignment ... aa, •lr. Seereta :-y, I 
thlnt, nnd he h.o.e O"Jerl\t~d within t!.., 11l:l1ta 
of hie obJectives. 

Until my return t he begtnn1ng o~ October. 
Since thPn, I have been rollov1ng 1n consid­
ersbl~ degree thP l1nec that you (H.M,Jr. ) 
indiented. I m8y ePy 11t once thnt the r e•ponse 
to any 11ttempt to sell to the oompR.n1ea them­
eel\"e& --

h out. 

It 1s ooe t dicappo1nt1ng. Ve hcYe two examplea 
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vhere we eueo~eded 1n doin~ th~ t. They vere 
not an i moor;ant amount. Therp vcre one or 
two co.see, one in par t j eulnr th• t I hAve in 
mind, or stock vherp we were ;old rrom the 
very begi nning t hnt tho coopo.n)l would be 
Anxious to ~uy. \/ell, tho only propo81ll we 
~~ve hAd from ; hen 1P ~ t n d iscount of abou t 
38.00 !rl)"' th~ price, tthtch eeemA t o me Juet 
sheer t~ing novantagc of ue. 

sounds 11ke lt. 

Ve h•ve dU!'1n6 the lnct t"'o a;onthA liC\1 been 
proceedin6 by ueln~ thP d iet::-ibut 1on method . 
I t ie re1uired ~y t hAt meth~1 t l) keep the 
soles up t o the f iGJrcA t h•t ve h•ve been 
getting. Tte ~esibillty or soles on the 
llew York onrl<et fit t hP nrePent ttme le :'lOt 
ex.octly - -

H~w much nre you eup~ ~ed to rn1 Ae? 

We ere raising nt th~ moment , /\bout three 
And a hAlt :!!1ll1on dollAr s 1\ ueek. I put it 
t o people 11ho I work olo ool y w1 t h whet her 
f i ve mi llion dollars one could rely on rais ing. 
The an&lter I got wee t h•t t hey would be sorr y 
to eay t hnt couldn ' t be done . 

!oly an even t.o you 1e, I th\nk you ought to get 
eome new advisor~ and I h~ve e~id eo right 
along, because I don ' t bel ieve it. I don't 
belleve 1t . 

Then t~s ra iaee, Mr. Secret•ry, ~ conpletely 
different situation. If t ho pooition is tha t 
it is desired th~t we ahould ~ueh t he aecari­
t i ee Just ae hard ~~ ve can, th~n I certainly 
resli~e t hPt thAt i s e differen t situation 
f rom th~ way i n vhich I had rcserded it up 
t o dAt e . I don 1 t1 pretend t hl\ t I h~>Ve r egarded 
i t on t hl\t f QOt i ng up t o dnt e nt ell. Theee 
h~ve not been cy i net ructtone rrnm London, 
e nd I am sorry i t I m1aunderatood t h1nga , but 
I d idn' t ga t her thet th~t wee what vae desired. 

There ar e tvo aueflt10ne I mi ght euggeet t hAt 
ougbt to be kept diet1not. One is the policy, 

• 
,. 
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or prograo. One 1e the progra~vhat the 
objective 1e, and the other ie the method 
or acoompl1eh1ng 1t. Now, 1! you contuse the 
tvc, then oontua1on resulte. Ao I understand 
Mr, Gl tford •a 1netruct1one h•we been other ' 
than what the Secretnry had eeeumed wse tho 
object1 ve. 

I didn't know •mnt h1o 1notruct1ona were. 

May I tell you aoceth1ng about it, alr, be­
cause I t hi nk it le rether confuatng . Vnen 
l!r. GH!ord says t h'lt he wes aelling llt the 
rete ot 260 t he !1rat year or v~. th'lt 1a 
quite right. !bAt vaa th~ rate at vh1ch ve 
vanted to sell aPcuritlee to t1nance our var. 

Per--

In the first year or ~r. 

400 million the sPcond? 

We hAven't got to n !lgure tor t he eecond. 

I t hought you aa1d 260 --

For t ho rirst, yea. It Kr. Franlt or enyone 
had edvlaed uo In January that Hitler voul~ 
be in P~r1s in June --

I dl~'t ~dvise at All : air. 

We vould W.ve ..Old much falter 1n the !lrat 

346 

aix :llcntha or thl.~ ye'lr. So vould eve-q o;;her 
holder or aecuri t1ee, o t co•Jrae, but elnce 
about July t here has been no reaeon vhy t he 
securities could not be aold ea rest as the 
cerket can absorb them, other t~n the risk 
t hat ve ahoul d , be. aa it aeemed to uo, breaking 
the IIU\rket !Ill! incurrtn~: year censure. 

Vell , I don't know what your objective i s , 
tor this yePr. I don 't know how much money 
you vant to raise. But I do know from people 
that I h8ve confidence 1~ t hA t when all ot 
thle mystery, all or thle vh1oper1n!J on thie "­
thlng - i neteed of having it qu1tP out 1n the 
open. I juet don ' t belieYe thnt thAt ie the 
V&J to handle e large traneection, and I think 
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i t you took t he i nveatoro tnto your conrl­
denc~ and lUted nll or th•.• Myntery - I 
mean , th1• hnv\ng to ~o one plnee to ge t the 
etock nn~ Bntl ther to gPt your check and another 
to get your order and Al l or thla t hlng 

I thln~ you muet hPve been mielntormed. 

I don ' t th1nk so . 

I am qu 1te willing t o tell you eT.ROt ty ><hat 
t he procedure 1e. The oroo~~ure ls th~t a 
broker 1~ told t o sell - 6iv~n ••tt l:o r1 ty t o 
s e ll ao many ehareg. He then hAa to a~~eer -
I 81:1 sure Xr. ?orre~t•l 1<Ul l>eAr ce oi1t on 
th18 - ::here he vUl hl!•te to l1~t the securi­
ties . 

Pick t hen up . 

Pick t hem up , nn~ ~ny~Pnt hne to b~ mnde n.ga1net 
delivery And th~t 1s t he whol e stnry. There 
ten ' t any o ~her •tory, but thP securiUes , 
there being R COn& i dernbl• VOlUMe or them, 
nre not a l l l ying in one bPnk ann it may the~P­
rore well be - 1n fact, t t ls qo th•t when 
he nellA t oday one securi ty he h•q to go to 
t he Chase. Tomo rrow whAn he sells ~nether 
ee~urity, he h~• t o ~ to the OuBr•nty. It 
he ·~rka ~p an idea th~t ther~ 1s mystery i n 
thAt , ! thin~ M~. Forrc~t~l wlll be•~ ~e o~t 
t hA t th•t is p•r~eetly noroal . 

I don 't t hi nk th~r~ i~ ~nythlnb s~nor~ ln 
t hl> t nroe..,:lure . I think t lt• t thP at.,o•?he re 
of mystery s till ex1Pt t nn~ msybe \n nor:sl 
markets th~ t mi&l\t be s ~od th \ng . It isn't 
now. 

\fhen )'011 8PP8k Of the Pt'10Sphere or myste ry, 
whst hsvP I done t o crc•t~ t hnt •tmoephere1 

~ell , tf I ~ere t n your p lsce s nd I had a 
mi lli on sh•ree or !few J prs ry s t ock t o s ell, 
I would sa y, ••.~e h•vf' got P m1ll1on shsreo 
t o sel l . • 

Yes, but Ur . Forreet,.l, I th lnli: yo•1 Ifi l l agree 
wlth ae 1n thls. I hnve cal la, or course, t rom 
Juet do~ens or peo,le , acme Juet trials only . 

I 
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I knov, a lot ot them. 

They woul~ like to know how Many shnrea I 
hP •1e of a given securi t y, lCou woul~n 't 
suggest t or a moment t hnt I ohould tell 
every Tom, Diok an~ Harry --

No , but at thP moment you decided t o aell 
J ersey st?ck I wouldn ' t sell them in blocks 
o r a h~~~red thouaand 'e piece. I would 
negoti~te with any reeponetble fellow. 

But I oupnose the ettttude or mystery hAs 
ertecn Just beceuAe Tom, Di et Pnd Harry 
co~~ i n and I don't t ell ever~ looker-in, 
ond he then eaye it 1e all very nyeterious. 

I think you cAn dteoel All or thAt it you 
decide in your o~~ mi nd whl\t you want to sell 
And t~lk with three or t our reeoonaiblP 
people and tell them t his 11 n block nnd thie 
1s whet will be sold. 

ThAt te what I h•ve been do ing t or the lPet 
oix w~eko or t wo mon t he . lCou muPt remember, 
I think, 1n t111rnes• t o oe, thllt as t11r aa 
the 1nstruct1one given me - ~Aybe I am wrong 
or I :say hPve cieinterpreted wh•t I 11!\8 ex­
pected to do here , but I do claim thnt I bave 
carried out ~he 1netruot t one t hn t were g1ven 
me 8n~ I have no reason t o believe that t he 
1natruct1ons t hat vere GiVen vere onea thst 
:fOU VOIIld d isapprove Of, 

I don ' t knew wh~t th~y are, oo I aa l n the 
dnrk, b'Jt I ar.: sure thl't the &Mo•tnt or idle 
Money in thle c?untry ill g~el't enough that 
you can sell, or t he good el'curltiee - I 
mean t he coop~ntea th~'t a re 08k1ng money 
and pnytng d1v1dende - t h,. t you cl\n sell 
unlt'll1ted amounts or these aecurt ttee Juat 
&a r~p1dly ne t he Brtttsh Tre&eury need~ t he 
money. 

A1 I understand, Mr. Glttord, I think l n 
ta1meea to H.r. G1tt'ord 1t should be e&ld 
thl't at least a s tar "• I know, cartalnl7 ln 
no d1ecue81ona we lut v~ bed wae t here &nJ 
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ouggeeUon ae to the amount you could eell. 
Thllt wae 11 oRt ter between you and your 
govern~ent. Nov th~ qu~et\on \ P , ts t h• 
preeent ooment - aaeumtn~ thnt t he policy 
ta t o sell ae ran1dly "'" noeolhle , without 
unneceesRr1 t y d('oreel'1ng t he nrtce, 11het her 
thPt can be done morft exnedtt1ouely t han 
a ponrently 1t hils been 11n<' t~r . Forrest al , 
vh~ t e e~tnently ~ble to •newer th~ t ques­
t i on --

You c~n ' t tell. The ~~rteto chang• rrom 
day to day. 

But yo,ar me~ho"- ~ f' ttt ehn\oue t.e, nno~»rently 
t he one you h4Ve been purou \ng --

111 th t:tt s eT.Pl'Uia t t on, i n or<ler t., be ool:l­
nletely !rari, I bPve only been oureu1n6 lt 
tor the laat six :t~el<o . 

ThAt mey be the 4newer, beceu•c you can 
ce~tl'\lnly sell mo r P thA n thre~ and a hAlf 
million ~ollare A ve~l<. 
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I think !!r. Forreetlll w1ll eymnethlze wtth 
me when I soy I have bei!Un feeling my wey 
"' ltttle , gently. It hann 1 t be•n altogether 
• ncoureg1ng at t\mee, Rnd I hAve been disa­
poo1nted 1n t he d1f!1culty of get ting ~eople 
t ., be in t e r ested in eome o! th~ otool<e. I 
thin~ thPt the reeling or the idlr noney ln 
A~~r\ca creAtes ~n 1~~ .. ~·• 1on or creAter 
e Ree 1n sel l i ng t hlln actu&lly ex\etc. I have 
round tt <11oa~?Q1nttng. t think you will 
l'llov me, without l)rrsul'l">tlon, to S"l' so , 
e\r. I >mu ld bPve ~h•r•d your v \ ~v h11t pract\c~ 
bPgn 't - isn't encour~g\ng n~ Just Rs ~ch 
"• I tho•ll!ht 1 t m16ht be. 

Well , as I say, Rll I - I hl'\ve got " Jo~ to 
do v \th theRe two g~ntlPmPn, onP representing 
th~ Br1ttah Rnd one repreeenting t hP Canadian 
Treasury, An<l vh~n thto:r tflll me - and · they 
h8ve no way t o know c~~en t vh~ t you tell them -
t he t only three million or only three an4 a 
hAlf ~1ll1~n doll8re worth of American eecur1-
tieA clln bP eol<l in this r!IAr l<et over an aver­
•&" - I don't ~an ~v~ry veel<, bu t let'• .. , 

I , 
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avPr nn nverP6~ or 10 WPP~8 , I e~y . ~• See­
rPt~ry of t hP Tr~Asury , I don 't hnl1Pve 1t. 

\~ell , now, Juot onP Ol'~ l' oo1nt nn th"t . 

I don ' t b Pl l •vP it . 

I l :nA01n e you >~o•Jld ntll l Ofly you don • t 
h~llPV~ it 1f I hoc rnl ~P1 th.P •t.:;ure to 
wh.t> t ll'l\1111 be , l n 1'1V v\Plo' , n dPnger-:~ue 
!"l:!l•rc, tf I hRd rnle,.<1 l t t<:~ flvP '"li lll.-:l n . 
Th~'t W"ul dn 1 t h•vp ~lterptl yo•• r vlew? 

I O "D not any1n:: c,~r:· Vf''k , but I An asyl n$ 
O'ler 10 weeks . 

Oh, e l,. ,.rly. 

I ><t>n t t<> cny t h l s qntl n n I AAY , l n front 
of S1- F'redPrl.o't , I Ml not t cll\ng Slr Fred­
crick hot: !'luc h he ttlwu l c\ or shouldn ' t eell, 
bu t in our nPgo tVtl<'n ~ whnrP hP 11nC I ~>re 
wo r k ing s o c lose t y t'>t~e thP ,.. Ann thP q•IPst l n n 
of h<:~w nm~h h<' c nn " r <.'1\nn,.,t rn 1AP l.r •n 
l m'>o rtant quPetlo n Md I n l'l nnt n ttemntlng 
to tell h im h ow much , but \t 1e i moort•nt 
f or h18 S"ke And mine t O knn• 1 f he W'lnt e t o 
rol•e Bnnt h P,. hunt\rP~ O!' two hundr~cl 'Jr three 
hun<l rl'tl mlll•.nn, cAn hi' do 1t. Th •t 1s all. 

Perfectly co rrect. 

Ie t hr t correct? 

y~~ -

And I = not. outttng nny nr~asurP on hi!'! .t o 
nell ont> clC'll.~r. but I llf'l no t gc\ng ~n - I 
mel'n , llft"r whn t I wt>nt tl1ro•1gh two days 
Ago, where t o my 1\IMTP'liPnt lnRurPnce coo­
paniee wl're llMonget out· b~st nuAtMII're on 
our three qun:'ters, uholly tllY.f1b1e not"• -
t nsu rAncP c oi'I'>Pn1eA cnml' \n ~or b 1g bl-:~cks . 
No1~, wh Pn an 1nourPnOP oomo•ny >r\ 11 buy A 

t1ve yerr whollv t~>.xs ble no te n• y1ng t h ree 
quP rtere or o ne· :>t'"Cent - I t h ink thPt t he 
lP~t I hesrd - I d on 't know how M!lny t\men 
t h e t h i ng wPe ovl'rsu~ocr1bed. Over 11 period 
of ten weeks, I t hink t hl' Br1t1Rh Canedlt'n 

350 

Regraded Unclassified



Gifford: 

H. l!.Jr: 

oHroro: 

!I . J~.Jr: 

GH!orl\ : 

?hllUoe: 

G!ttord: 

- 15 -

o~o!)le olln eell any rceeonl\hl~ ,..,,,Jnt tr the 
t~ct1cs are chsng~d nn~ 1! you get d1tterent 
$~Visors. I hsv~ hnd ll pnrtn~~ down here 
rPcently from one or your a~v\aora. 

Yee, I know you have. 

And he 1~ quite frMlt. I don 1 t t hink they 
~tnn t t hf' SP<'•Jrtt1es sold. 

Now --

I don 't t h\nk they vent them Aold. It a 
fellow alta back Pnd doeen •t vant the~ to 
be Aold, you cPn th\nk or e ll kinds or ex­
cuses vhy t hey don't v~tnt 1t, but ell I 
vent la Sir Frederick end Mr. ClArk to 
have P ch~ce to ltnov th•t \t they want ~o 
eell AO ~any oecur1t\ee, 1• t hP market 
t h"rl', Mil I b"Heve 1 t 1e thf're , but I 
t htnk y.,•J hsvP got to h~tve 11 d\f'terent rrrune 
or mtn~ . Now, 1t 1e a mntter or oo\n1on 
Rnd I ltnow thAt I h~ve , t o uee t he vernR.cul ar, 
stuck my neck out, beonuoe they are ~otng t o 
cone bAolt and eey, "All right, hnw?• 

May I say one thtng, Air? You certAinly, 
rrom my D01nt Of V1SV, nAVf' 01Ar1r1ed the 
a1tuat1on v~ry ~ch because - I ll~ eoeek1ng 
w1thout orders rrom my office, but I ao 
pretty certain t hA t my thoughte ~tre rlght -
you hAve made 1t clear th~t , A, you ree l that 
e QUch hlghPr rste o r r~ll l l~atlon 1e Q?ee1blf', 
lind I 0reeu~e 91r Frederick wtll a gree. 

DesirAble. 

ThAt lt ie desirable . Nov, one cannot ever 
quite gt't alffly tron th~ b~tokground ln vhlah 
on~ expresses 1t view. The beakgroun~. or 
oouree, behind my Y1ew, "t th~ t ti"'e t hree 
snd ll h~lt D1llton doll~ra, neoeeearily vae 
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on something or the llnee along which I 
proceeclcd·, and V1 th eomethlng or the blu~kground 
or a 11m1ted resl1r~ttion. Ir I em told that 
ve :m.tPt get the ·a,.cur1t1en ovt quickly, then 
t he position mAY ohnnge, but th~t , plenee 
nnte, I h»ve not been told un to " "tP by 
anyo ne . You are t hP r1ret n~reon vho ~a 
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!! . :.t. Jr: 
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rl • .. : . :r: 

Gl!tord : 

H. M. Jr: 

Olfford : 

H. M. Jr: 

01fford : 

Porreetal : 

H. K.Jr: 

Gifford: 

:'orreotal : 

!! . l{,Jr: 
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g iven ~e th~t clP~r 1nd1~~tlon. ~ith thAt 
clear 1nd1cat1on 1n oy mlnd, tr I am et1ll 
allo~ed t o hn~le th~ •1tu~t1on 

No, s\r, I haven't s~ 1d t hat. 

llo, no , I know yo•• hP,vpn 1 t aa l d t hat. 

No , I h~ven 't eaid t h•t. I an otmolv 
saying thnt 1! t he Brtttah or thP Canadian 
Tr esoury ~111 make U 'O their mlnd 1nde?endently 
thAt t hey want t? aell M?re than three and 
three and a ha~f bi llion dollPrs worth 
o~ securities --

It cn:1 be done. 

I ea y lt can be done. 

I renl1t.e th'l t. 

That 1A their dec\s1on . 

But I expect t o ge t their decision no><. 

Don't you think it can be done? 

One hates, you know, eir, to eny thAt you 
can reise cash. ~Y whole tratntng \ q n~inet 
saying I can raise o certa 1n P"'ount o f cseh 
by a certain dste unless I f'~ t or all orect1cel 
ourpopes absolut ely cPrta1n t hAt I can ful fi ll 
whn t I hPve said I would do. 

I ahAre t hat view. 

I want t o lis t en. 

And t o ~e a n eet1oete of wbqt the market 
wtll take over two mon t he 1e a thing on 
"'h1oh one 1e bound to err 1n t he oour ee or 
thlot ttme. 

I ~ou ld l1m1 t 1t t o tlto weeke. 

Well , I wss talking 1n terms o# over 10 
w•Aka, a nd I want to say one ot her thing. 
I went t o get tt a ll orr MY chest. Ve are 
ta1k1ng in terms here o r b1111one end I am 
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Gifford: 

PhllllpA : 

Phillips: 

Porresvl : 

GHfo r<\ : 

!"o:-rentAl : 

H. Y. .Jr: 

Purcell : 

li . M.Jr: 

Purcell: 

G1ftord: 

Frank: 
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g l • t ns over half or my ~v~ry workt ng day 
towa~ the Brttl~h ~\eaton. It goea awfUlly 
ogalnet my grain to tall'. abou t 37 cents. I 
mean, it ia a lan~ege I don 't understand. 

I am in entire sympathy. I think I un<\er­
stand perf ectly. 

I don't. 

Now thPt t hPoe gentlP~en are he re , I would 
like to ask one quecti on. I a December nor­
mally a good month for sel~1ng etocks on the 
Net< York mark,.t? Io t here any reason to 
suppoae Ja.nuary to 11 be tter month, UR:tlllly 
tluln December? 

I don ' t t hink therP 1• ever~ good o r a bad 
month. 

I do hear t hA t Dece~~er te e hod month. 

\~ell , after all , t hPt 1e ato~lt Bheet gossip. 

I th tnk Mr. Forreatal ond I will agree quite 
esa1ly on thAt. ThP.re Is n lot or stock 
t elk nbout t hat. 

They t hink uo t he rPaaona a f ter the event: 

Do you vant to sey any t hing, Purcell? 

No, sir, Mr. Secreta ry. 

Do y"u g<>t a !eel1ng or lfh ·t they n re do ing 
novt 

Only occae1onally t h rough conversat ions vith 
people l n New York who mention some indlca­
tione thlt they haYe gotten. rr~nkly , I 
h~Yen't gotten any lmprftaAton tho t there 
wan muoh t eeltng in Nev York or the Brlttab 
Government ealee. I mean t hey hAven ' t msde 
suoh lmpreeelon in the o1ty. 

They hAven ' t puehe~ pri oee . 

No, th~re l a no auch lmoreeeton. 

353 

Regraded Unclassified



~.M.Jr: 

ForrestAl : 

Fronk: 

H. M.Jr: 

Giffo rd: 

!'rank : 

G\ftord: 

Frnnk: 

Ol~tord : 

354 

- lS -

One of thp thlnge I reel ~o~t at~ngly , 
and I think th•t you (Frank) egreeO v1th oe 
or1glnally, I don 't ltnov whet her Forrestsl 
doee, thAt whenever they Are f\nl~hed ftell1ng 
a eeourl ty 

Sa y no. 

Yee. 

You rt!l!embe r we "ent over t hat orlg1na.l ly. 

May I make an e~1Anat1on on th•tt Vhen we 
vested these £eeurlt\e~. un~ortunAtely all 
th~ owners hi\~ not reg1at~~o thelr eecurlt\eo 
wtth the Bank or England. I wAs 1ntormed or 
thllt dur1ng an early at~g~ or the auo,Pr, thllt 
therP wou ld b- ~~re aecurl tlee ~~"1n& ~ong 
~no A veet1ng order we~ ~·d• t hree veeka ago 
to catch up t hese ortclnel eecur1tlee . I 
wa~ thus 1n the oos1tlon thnt 1C whPn I hAd 
sold t hP necur1t1eo, sold t hP t otal or any 
one eecur1 ty t h ·t I Md ohargt cr, I ea1d, 
"I hAve sold t he lot,• I knew th~t \t ~~uld 
not 1n nll probllbll l ty be true beonuae t here 
would bP. more coming along wlthln a l 1m1ted 
but uncert,.,ln t\rn e ~ml therPf l)re up to now 
I bPve not been able to eay --

Have you now got complete veetlng' 

They lu!ve now been v•eted, but they h•ven 't 
all a rrived Jet. 

But JOu do know t3~ total qu~nt1tlee now! 

No, thAt le thP t rouble. 
know t he quantlt1~a untll 
dellver them. 

You eee, you don 't 
t h• peoole act ually 

If you Juat aald thPt WAI whAt you h~d avai l ­
Able ~t t hP moment, t hA t you hAd completed 
all or t he 

What would h ave happene4, Mr. r orree t a l , lt 
I had donf' t hrt ann t hen appear~d 6 weelta or 
a couple of ~ntha later w\th so~e o r t he 
- .. our1 tlaat 
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GHfoM : 

PorreetRl : 

Gi rror<l : 

ForrcRtttl : 

ca r rord : 

Gt~fnrd : 
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Olftord : 

H. !~ . Jr: 

Gifford : 

!I . J.!.Jr: 
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I ~uld tel l th~e th~ ! ftcta . 

But i t wo•tld look 11 l i ttle oc1d , wouldn 't at 

I don 't th t nk so . 

ThA t l a II n ntter or A dl !f~~~nc~ or oolnion . 
I wnntP" my a t stement t o b~ ~ocurAte. 

I don 't t h \ nk you should CMl~ beck thr ee or 
t our or flv~ t•,ea. 

I t hough t l t wne undeA\rnhl~ to a~y I hn1 
sold Rll ConRol\d~ted Edl eon or Nev York , 
but t hAt would h•ve boen vr~ng. 

1/ell , i t 1s ore!~r11b t e, hut 1 - 8 eeeur l ty 1s 
rtable whleh nev~r hA~ nny great ttuetuatlon, 
I don 't t hink - -

Aren ' t there some ae~•trtt t ea you hl\ve gon" 
throub1l w1 t h1 

No t now, bl' c&uaP I nm vetting t or thest> other 
ones t o come tn And t ht> t r oubl e 1a praot1cnlly 
everyone on oy 11Rt ore oomt ng ln. 

'ihen Are you gotng t o get the~ tnt 

They ought t o be tn tn onothe~ three or t our 
we eke . 

You could make a et~te~ent, t or t natence, 
• :te hnve eol d " h•Jnd rt' d t ho•tsand e!llo r ee o r 
'XYZ. ' Thf' t l e a ll I hAve on hand. The 
next month we ~Y receive uo t o another 
25,000 ahl' rea, bu t I h~ve sol 4 whPt I hAve 
on lvtnd , • to " rotect yc11reelt. 

Th~ po\nt t hPt he~ been 1n my mtnd, ~tr , l a 
t hAt 1f I say thAt vl th rf'gArd to eo mAny 
aecur\t1ea, t he ~11rket th~n know~ better 
th~ ever t hPt I at\11 hATe othPr aeeur1t1ee 
t o aell and thAt hAc not seemed to oe n 
tsvoreble poe1t1on for th~ sellPr to put 
h \ meelf . 1n to. 

Well, I have lAid m7 IAJ. I 8A1d 1t - I do~ 't 
know wether 1 t ,., 6 1110ntha 11go cr a year aso. 
I SAde no 1~reae1on. 
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ctrro:'d : 

H. M.Jr: 

Otr'ortl : 

H. l!.Jr: 

F'~c.nk: 

I!. M.Jr: 

f'ran!: : 

l! . :~ .Jr: 

01ftord: 

H. Y. .Jr: 

Oi~fo:'l' : 

H. !~.Jr: 

G1trord: 

H.J.l ,Jr: 
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I think you are not qutte ~,tr to me the~. 
e tr. 

No, no --

I reAlly· don 't think you nre f&lr to me. 

I am sorry, but thP fnct r~mntn~ I went all 
throu~h thin once before 

Mr. Secretary, a t thp t1~e I don 't believe 
Mr. Gifford waa here . 

Oh yea he vas. 

I >."SA orenent et 11. con#t-r~nc:P and 11.s I 
reo~-.ber t !le sug,;e11 t ion ve8 th~ t h~ ,;o M<l 
do oome dealins. 

No, we h~>ve hatl aeverA.l t~ll<e and I bnvF been 
over th1a before, but I dc:n ' t wAnt to get 
perAon9l 11nrt I am simply - i t ill hArd enough 
f or me to keen up my enthuaieam for this 
cauac an<' I M 'll' to supply my own yeAst to 
keep myself goi ng , but both t hf' British nnd 
The Canadian Trolteury kno>• how I !Pol, and 
it is uo to t hem to do vh• t they want. 

I agree v1th you. 

It 1a u? to t hem to do whAt thPy Vll.nt. Yell , 
I hope I b•ven 1 t eetrt Anything thnt --

You hAve bef'n very helpf•!l t o oe, ai r. 

I tntroduced 1 t !'nd then - -

You h~>vP certRlnly bc~n . perhAPA mor~> t~~ 
you can realize, very helpful t o me t hle 
morntng. 

Ae I aRy, I don ' t ~nov whAt your tn~truct!ona 
are, I don't know whllt thry 'Ire now, but in 
order to clear the Atmoopher e between the 
three Tr.,~tnur1e e , 1 t trAe nec:eaenry to hlwe 
tbh talk And if in tht~t you unfortunately 
come between t he nut~rAcker, I ac aorr7 . 

• 
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Phlll t pa : 

Ferre~ t~ 1: 

Ph1llipa: 

!"rank : 

ForreotAl : 

Gitfol'1: 

Forrental: 

H. t·: .:r! 

tie hAven't 
either Mr. 
they think 
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had, eir, real l y 
Forreet•l or Mr. 
ve can oell. 

~n eet1~ate rro~ 

Frank ?~ t he rate 

I ohora :~r . . GU'tord ' • reticence llo<lut gtvlng 
estimates. All I a~ e8y\ng 1e thnt I think 
1t could be acceler,trd. 

Mr. Frank, you vnuldn 1 t like t o give ua &n 
oetimate? 

lb, I 11ouldn 't 

I t~nv tvo or three traneeot1one tn one 
week where t here vere bloc~e or a hundred 
t housand ehBr~e or a t ock t hAt we re dealt in 
on a =~g1n o r ~~ut a ~oll8r. 

tie hAven ' t got blocke because t hey ~re much 
a~aller and it takes ~ore time. 

But you can do two or three in quite ~nid 
eucceseion Rnd t here i e no nart \ culnr ettect. 
In tact, the more th~y sell you will t1nd 
actually thPt the morP act\v1t y there i~. 
That it ta ~neral r a tee intPreet becPuse 
tho man with on~ block goes and hP gets 1n­
t~reated an~ thP salesman vanta to get 
bua1neae ao he le buoy, bustling about. 

All right, gentl~~rn, t hank you. 
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H.M.Jr: 

Operator : 

Jtlle 
Jontl l 

H, M.Jr : 

J: 

H.M.Jr: 

J: 

R.M.Jr: 

J: 

H.M.Jr: 

J : 

R. M.Jr : 

J : 

R. M.Jr: 

J: 

R.M.Jr: 

J : 

R. IC . Jr: 

J : 

B. M.Jr: 

Bello. 

8eoreta~ Jonea. 

Hello. Bov are J OU' 

I'• alln. 

Deo .. 'ber 13, 1~ 
1 :02 p.a, 

Oood. Well, I ••• 7ou1re atlll at tbe 'bat. 

Wbat1 

I ••• 70u1re atlll at the 'bat. 

Yeah and I aee we're atUl t ogether. 

!bat' • r1gbt. 

Wbat? 

That'• all right. 

We're both colng to a1k Oongreaa 'betore ve 
g1Ye thea a handout. 

!bat'• rl&ht, When ve'Ye cot to, whether ve 
like it or not, baYen ' t ve. 

Oh, IUI'e. 

358 

WilT, all!'e. Wellf I think 1t1 e all r1gM. 
all to the good bel1en. 

It'e 

I al.IIOU tell OUI' When I aav BeM itt Claft 
oaae to 81 rtloue. 

Did bet 

I oalled b1a up and I aald, BeM .. U, pol1t1oa 
aakea atranct bed- tellova, and be lauched - he 
loYed U. 

Ooo4. 

AD4 Ulq oalled •• nate aoolalilt beoauae I 
- out tor Wboll7 non-taa , .. apt 'bonda. 

/ 
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J: 

B.M.Jr: 

J: 

B. M.Jrt 

J: 

B.M. Jr: 

J: 

B. M.Jr : 

J : 

B.M.Jr: 

J : 

B. M.Jr : 

J : 

B.M.Jr: 

J : 

K. M.Jr: 

J : 

H.M,Jr: 

J : 

B.M.Jr: 
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tlb-llllb. 

'l'tle Republloane dld. !bat ' • a 1004 luue. 

Well, &117 new• ot an7 kln4t 

Pardon' 

AD7 DIWI Ot an7 klnd' 

Wo. I baYen't beard troa the Pr111dent an4 
I Juet eent ott a ae•eac• a 11ttle wblle a,o 
aeklnc wbltber be woul4n' t plean anner ae 
and eo I'•• bad notlll~ on that and eo reall7, 
•• tar a• that 10"• I a Jun aarklnc u ... 

Bow'd the Brltlell reaot to J Our •ucs••t1onf 

Wlllob on•' 

Well, about that . 

Xou aea.n ••••• 

About that tllln& 70u 11nt the w1rt about. 

Ob, - I baYen't beard troa thea e1thlr. 

Jut JOU told thea wbat J OU ••• ••• 

'1't117 knew I bad eent a a••ea&• and tbiJ'•• eent 
a a••ea&• to tbtlr OoYernaent wtl.ltbtr tb•f 
were wllllq to put up tbt oath, and tbt7 n 
bad no anewer. 

I '''· 
lo •••r1tb1Di 11 Juet where •• lett lt. Whet ' • 
new w1tb 7out 

Well, not a tlllDC - Juet a lot ot 11ttle • •••• 

!lle7'r• tr,1q to n1ok at troa Peru. I told 
thee to -• around and '" ae Xonda7. 

Wbo ' • that - eoaebo47 - oil 7eah. 

Well, 11aJ'17 Wbltl 1pok1 to " about u. 
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J: 

K. M.Jr : 

J : 

K.M.Jr : 

J: 

B.M.Jr : 

J: 

K.K. Jr: 

K.M.Jr : 

J: 

H.K.J r: 

J: 

H. K.J r: 

J: 

B.K.J r: 

J: 

- } -
'that '• risbt. 

And I .. id that - oh, I di4n' t hel INCh lllte 
dOing an7thing - (laughe). 

I wu planning to go hoae tor Chriet-• a 
little bit earl7 and I wae Juet talking to the 
bo7• 7 .. terda7 - I want to get all the Export 
Bank aattere out ot the WJ. 

Well , When are 7ou goin&, Jeeeet 

I ' a going next t'hured&J. 

Well , got t o ••• JOU before t ben. 

ao we ' ll ba•e plentJ or tiae betore that. 

What? 

Yeah. 

Let •• Juet ••• a eeoond. Walt unt i l I look 
at &7 calendar t or next week. Wait a a1nute. 
How would JOU like eoae ot ., tieh on fueeda7t 

I'd like it. 

Huht 

I 1d like it. 

&well. J•••• Jonee on !ueedaJ tor l unch. 
O. I . t 

rine. And I 111 ti'J to think or anJth1ng the t 
there h to tall about , 1t aDJthlng. 

0. I. 

• 
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R.M.Jr: 

Jeroae 
rranlt : 

H.M.Jr: 

r : 

H.M.J r: 

r : 

H.M.Jr: 

r : 
H.M.Jr: 

f': 

B.II.Jr: 

r : 

H.M.Jr: 

r : 

Bello, Jero•e. 

Hello, BenZ')'. 

Hello, Jero•e, how'•., eottener up? 

Oh, JOU dld a grand Job. I want to tell 70~ 
an ... &Uig etol')' . 

Yeah. 

Glttord oa.e to eee •e an4 told •e he wae 
delighted wlth what JOU had dOne - JOU gueee 
right. 

No! 

Yeah. 

Well , I'll be daaned. 

361. 

But he told •e thie ... &1ng etol')': he nld 
ae to our eeleotlon ot Morgan , be ea1d, Mr. Frank, 
70u re•e•ber ehortl7 atter I oaae down here -
oaae into thle poeition, I wae at dinner, 7ou 
were there, at the S.baet7 and I eat next to -
let'• eee, on the one aide there wae the fellow 
J Ou baYe ae Attach• to the S.ban7 in London -
1our - n. 
BIIUerworth. 

Buuerworth and on the other band •• Under 
Secreta!')' Ban•• and the eubJeot oaae up ot 
Wbo our adYi .. re were goinc t o be and Butterworth 
eaid he tboucht that we eplen4id and Ban" 
eaid he tboucht that we •o•t uaellent and 
he eaid, atter all, he ea.id, I thought the 
Secreta!')' 8J.ght not wnt to talk to •e d1reatl7 
but thie 1e a wa7 ot lett1nc •e ltnow. 

I "e·. 
Be ea14, therefore, U we eo•ethlnc ot a ebOak 
to ue to learn that that nen't altopther 
d"1rable. 
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H.M.Jr: 
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r : 

H.M,Jr : 
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Well, I'll be 4&rned. 

Well , now, I oan believe 1~. 

Oh, Jeah. 

Bttoauee that 1e Juet .mat Jol1nn7 would •aJ. 

lure. 

I went on to tell hla - I eald, now talktnc 
aan to aan - I ex-plained J'ohnn, t o hla. 

(Laughe). 

I ea1d, now he ' • nat•• a e he oan be and he 
never underetood that When he wee 1n the 
Pree1dent'e Cabinet that he wee the Pree1dent' e 
IIMallt , 

'fbat I e 1'18!lt. 

And he believed that he wee a utonoaoue, that 
he wae independent. Well, be ea1d, Mr. Frank, 
1n our Br1t1eh Governaent What an7 aeaber ot 
the otf1o1al tu117 NJe we take to e.x-preee 
offlolal vtewe and I Nld, quite JueUtlablJ. 

Well J OUI' etoi'J, Jeroae, le ••1'7 1ntereettnc. 

You don't believe lt? 

I belt••• that part ot 1t, 711, but I certalnl7 
let h1a know 1n no uncertain terae tbat I 
d.1dn 1 t want h1a t o have llol'&an• 

Bow lone atterwrde wee tbaU 

Well , I don 1 t know When thle happened. 

Well , thle we about , I would ..,, about two 
Wilke aftll' hi f11'et lOt OYII' hll'l. 

Well , I wuld NJ r11ht around that t1ae 
beoaull When I heard tbat he cUd 10 w1tb 
Morsan an4 ba4 hie off1oe tbere I t old h1a 
that eoae 4aJ Ooncreee would baYI aD 1nYeet1-
pt1on of thl• wtaole thllll a nd tbat 1t would be 
¥11'7 haJWful to h1a. 

7 
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H.M.Jr : 

F: 

H.N.J r: 

F: 

H.l!.Jr: 

F: 

H.M.Jr: 

r : 

H. M.Jr: 

r: 

H.N. J r : 

F: 
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Xou Mid that to Gifford. 

Xeab. 

363 

Well, I poured it on prett7 heaY7. I eaid, 
now look 1 people haYen't f orgotten the laet 
war, 70u 11 have all tboee etoriee dragged up 
again, and I eaid, ae t o 70ur keeping 70ur 
eecuritlee, I eald, that etor7 will be dragged 
up after a while , then be uld tb1e : ob, I 
alaoet f orgot to tell 70u thie which ie aoet 
laportant. 

Go ahead. 

Be aaid, I would like - and I don 't know it 
70u1ll get t bia done - but be Mid, what I'd 
like t o do would be t o get peraieeion to go 
to t be Secre t&rJ and 1&7 we don 1 t - tba t we 're 
goinc t o 1111 our .. ouriUu le certain , it '• 
reall7 a queation ot bow and when and it the 
American GoYernaent would like it, we will band 
over our eecurltiea now to thea and tell thea, 
70u eell thea it , aa and when 70u pleaae. 

Xeab. 

Well, I aaid, it I were 7ou I'd do it not that 
it ' l l be accepted perbapa but I would do it. 
And I 1a rather i nclined t o think be'• going to 
be able t o tell 70u that. 

Be Yer7 intereetinc. 

I think th1e fellow ia all ri&bt. I tblnk be 
waa delighted. Be told ae - well, be gladl7 
t old ae tbat What be 'e been trJiDC to get done what 
70u craaaed down their tbroat. 

Well , I don't know bow eorrJ be felt about ae 
beoau .. I put it on preU7 bard. 

Ob, 7ea, and be eaid 7ou helped tbea .treaendouel7· 
Be wae YerJ grateful. 

It1 1 aa&JiJIC. 

Ien 1 t it? 

• 
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R.M.Jr: 

r : 

8. M.JJ'I 

r : 

B.M. Jr : 

r : 
B.M. Jr: 

- .. -
Beoaa•• I OUI Jan ••• both ofoblu!J u4 
htUII'WOI'th M7, ob, ftft. 

••11, I 40D 1
\ know about Butterworth bat 

Jo1111J17 of OOIU'•e wou14. It the7'4 aue4 
JOIIIUI7 wtiOII to SO to b .. woal4 UYe tol4 thaa 
that. 

!hat'• r1pt. Well, I auppo .. the an•wer h 
we 11n an4 laU'ft • 

. Doe' t ••· 

YMb. 

(La\ISh•). AU r1pt thea. 

fbank 70u. 

• 
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H.M.Jr : 

Operator : 

H. M.Jr: 

Harold 
Quinn: 

H.M.Jr: 

(l: 

H.M.Jr : 

Q: 

H.M.Jr: 

Q: 

H. M.Jr : 

Q: 

H. M.Jr : 

10· 

H.M. Jr : 

Hello. 

JCr. Quinn. 

Hello. 

Dtceaber 13, 1911-<> 
2:)0 p. a . 

Hello , Mr. Morgenthau. 

I'e eorl'7 JOu aiued out Jeeterd&J. 

I wae a~l7 eorrJ too. I telt Tel'7 badl7 
about it but t here waen't aft1tb1ng I could 
do. I waa up - alott OYer Baltiaore all that 
tlae. 

Ob, t or hea•en aakea. 

8oaeth1ng - I don 1 t ltnow what happened. !be7 
aaid not hing when we atarted out here and than 
we didn't l and in Baltiaore until 2i boura 
atter we l ett here. 

Good heaTene. 

8o we o1roled around t or alaoet an hour and a 
halt. 

I He. 

I telt abeolutelJ helpleaa. 

lfae there eoaetbing apeo1al rou had 1n alnd? 

JCr . Korgenthau, what I wanted t o aa7 waa tbie: 
I wanted t o aalte thia - adYanoe th1a idea and 
eee wbethar JOU thoucht t here wae an7 belptul 
thing 1n it ~oa JOur point ot Tiew. 

PlHae. 

• 

365 

• 
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Q: 

R.M.Jr: 

Q: 

R.M.Jr: 

Q: 

H.l!.Jr: 

Q: 

H.M.Jr: 

Q: 

B.V..Jr: 

Q: 

H.Y. . Jr: 

Q: 

R. l! .Jr: 

Q: 

• 

366 
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I n oonneot1on with the problem ot the Br1t1eh 
we wondered whether t here waen•t eoae plaoe t here 
vbere the 1nYeetment ooMp&n1ee a lght be of eome 
ass1etanoe. 

I ees. 

Beoauee I Juat wanted t o point t h1e out that 
were oerta1n auete ot ths1rs Vh1oh were 1n tm 
fora of oompan1 .. here and' Vh1oh were d1tt1ouU 
to real1~e on. 

'fh&t'e r16bt . 

But t he 1nYeetaent ooapan1ee 1t eeeme t o •• 
a16bt be ot aoae aeeutanoe there. 

Wel.l , 1t U a Yer;r 1ntereet1n.g l dea. 

And I wondered 1f 1 t wae 1ntereet1ng enough 
eo that if :rou wanted ae to I oould ooae !own 
eome da;r next week and just tell ;rou how 117 
a1nd has been running. 

Ver:r def1n1tel;r. 

Would :rou be 1n t own on 'l'hursde;r next, 
Mr. Morgenthaut 

Oh, 1t • e awf'ully hard t o know troa one da:r 
to the next. 

I knoW. 

If :rou•n th1nting of ooa1ng !'hureda;r, 1f :rou 
oould send .. a telegr• ! useda;r, I oould 
an .,er :ron. 

Or should I oall :rou - ehould I oall MJ'e . not& 
the f1ret of the week. 

Well , 1f ;rou Juet eend a tel egram, that's the 
eaa1eet thing. Send a telegru and we oan 
an.,er 1t. 'lfe'll &JI.,er 1t r16bt ....,. 

All r16bt, we' ll fix u. I oould au1t :rour 
book reall:r alaoat an:r day. 

' 
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l!.l'.Jr'l 

Q: 

Q: 

H.M.Jr: 

Q: 

Q: 

I! .M.Jr: 

Q: 

R.M, Jr: 

Q: 

R.I!.Jr: 

Q: 

367 

- ) -
Well, I Jult 4on't lmow but lt 7011 were oolliqr 
fh1U'IIda7 - but t!\11 thlllg 11 00 bot. If J'OU'YI 
got eoae 14ea, I .wouldft't pat 1t ott that tar. 

Well thn ooul4 I o011e on Konda:J' 

Yeo. lfo, I 1 m golng on the Rlll Kon4a7 liOftll!IS• 

!u .. a., 
Juet a eeooll4 here. I ooul4 ... 7011 !uaoda7 
at 10:)0. 

!hat would be tlno • 

Yeah, 7eah. I'll be glad t o 100 J'I)U. 

Well , I Jult haYe thio thought. We'd llke to 
be helpful lt we ooal4 and 1 t 10e•od that thoro 
wee a plaoe Whve we •lgbt be. 

fbat'e perfeotl7 pooelble. Bello. 

Yeah. 

80 I'll ••• JOU !aee4aJ'. 

!ue84&7 at 101)0. 

R1&bt. 

Rl&bt JOU are. fbank you. 
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JeroMe 
Franlt : 

r: 

;; .u .Jr: 

?: 

H. 11 . Jr: 

r : 

F: 

H.1-i .J,..: 

• 

Bello. 

Hello. 

December 13, 19llo 
5:M P·•· 

Congratulations on enjoining 

Oh , yeah, 

Very timely. 

It's Yer:r timely. 

(Laughs ) . Oh, that ' • terribl e . Is that 
supposed to be a pun' 

What? 

Is that a pun? 

Yeah. (Laughs). 

0 . K. Well, you ' re beginning to get the 
breaks. 

Yeah. Yell, we'll 
!hanka t or oalllng. 

!hank you. 

• 
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• 
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Yia St a t e Dept . Pouob 
11JW If , ,. -...Q"' 
t o Y,r , 01arke, statu Dept. 
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Vie Rtstt_Dept. Pouob -··-· to >lr. Olerlte, State De~. 
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Ber l.in, Oo tober 11, 11140. 

Dear Kr. Secretary: 

A good IIIAllY shattering eventa bne cccurred 
since you eo kindl.y save me an opportunity to come 
to Washington last January. At that tiM the 
barometer ot public morale in Germanr waa not 
very high. Attar the battle ot France it rose 
to the top ot the tube, but it baa again per­
ceptibly fallen in theee leat taw weeka. 

I atill keep up ~ contacts with people 
like Puhl, who is active edainiatrative bead ot 
the Reicbabank, Bergemann and lfiebl, who are 
respectively, directors of commercial policy ot 
the Economics Kiniatry and the :Foreign Ottice, 
and others as well. Naturally they are pretty 
taciturn these days as regards giving information, 
but I glean certain impressions and certain 
information which I incorporate in my telegrams. 

:Following the battle ot Prance the prase 
and otticials in public addrasaea here announced 
that King Gold waa to be entirely toppled tr0111 
biB throne. In various telegr ... I ban indicated 
that tbeae statement• were largely tor propaganda 
purpoaea. Aa a matter ot tact the upper ctticiela 
ct the Baicbabank, the Kooncaioa Jliniatr,. and 
GOring'• atatt, particularly the latter, are 
ccnaervative in their .onatary view• and are 

The Bonorabla 
Henry llorgentbau, Jr., 

Secretary of the Treasury, 
lfaahington. 

hoping 

• 
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hoping and, as tar ae they oan under war con­
ditions , planning tor a traer monetary system 
and a partial return to gold. The oetoh is 
ot course that these ottioials ere preotioally 
powerless under present conditione to make 
their Tiewpoint telt. They are career officials , 
howeTer, who oeme into ottice before the Nazis 
seized power and when a change to a normal regime 
occurs they will undoubtedly still be in office 
and their point or Tiew might then be felt. 
While the upper rank or German oa.reer economic 
officials are essentially oonserTatiTe , the 
Junior ottioiale are to a large extent rather 
radical proponents or state socialism and 
intarTantion. 

I haTe sent this lett~or random obaerTa­
tioDB to Cochran, an4-witb iDBtruotiaaa not to 
sand it in to you it you are too bu8y, ae I am 
sure you must be. The teaks you were bearing 
last January were too much tor any one man ' s 
shoulders, and since then you heTe added another 
mountain or reepnns1111.lities. I hope, personally 
and tor the sake or the country, in this critical 
period, that you are managing to bear the load 
without impairment or health. ~ 

·p;;Jie;JJN 

• 

II 

•[1. 

• 
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(!!&Doled 'b7 ll.r. P1noQt of tlla llrHhb Jd>&eq to ll.r. Codl....., ot tlla 
!rNW.J'7 at 10:30 a. a ., ~*:ember 13, 1940. ) 

Polish Rational Bank ropreaen\atiYI in Weet Africa hae 

reported that one plane leaving Dakar ~ .. goi"C north wl.\h approx­

lloate~ one ton of gold. Bia informant pretended on1:r llolttan gold 

(1) G. B. S. P. 

llRITIS!i :i!liiii.SSY, 

6th Doced>er 1940. 

Cop:r: Jpt 

• • 
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TREASURY DEPARTMENT 

WMHJHCJTON 

"W?''!!!!!I m m ewm•n , 

bpr41a& lJo~eo oa U.o Joo4 l l ft&Uoe 1a lpala . 

U ot \ ho olp' ~ ••.....,._ 1t7 Dr. 1. B. l aaaq of \ho 

loclr»toller Joa4a\loe wbicl>,.. ""' 111 Dr. SaWJer, u4 

vh1cl> Mr . Pohl o hao forward.e4 •o 70• · 

• 
• .. 

..... 
~ ·~ •· ~i 

374 

1 Ulftcll' tlllo ~4 laelp. 

f£ ce~ . 

~...-.-

.·p 
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TREASURY DEPARTMENT 

WAIHING'TON 

• 

~r 11, lMO 

"M''!!!IM JOB m mmm 

375 

!'beM aoha allow a._.,. cr-\ an-•• la \be toM al-U• 
1a Wtara\ parte ot a,.w.. Ia \U llnU. 10M llu\ , \U au ... u oa 
lo .,..,. w . Bna4, \U a\epla of S}laaioll 41e\, \ec-\ber vl\h ollft 
o11, 1e ~•1'7 allor\ . 011 h uo\\alaallla . "De lloua vUIIoll.\ 11,... 
1e a houa of o~Uoa. • !be lMO whaa\ orop "'' tu lhort of aonol 

aa4 a aonol JNI' batl aa~er beaa •ouch for llpda'• """' !'be lMO 
oll crop, I .. \ol4 oa lito\ •thorUr. 1a llalllc uporte4 tor torelp 
cr.U\; local aa.U will lit parUal~ I'QPU..t 111 nhU\a\aa.• 

Ilea\ u4 po\ah" u. aoarce. 111lk h ,...,. allor\. Yall~to-4.o 

people caa 'lloq •••· ._. u4 ollft o11 , u4 aoM\lMa .,. .. "'"ar, 
froa apacrola\ora a\ ~•1'7 lllp prtcaa. Ill aolloolo l a •••111&, naU..t 
l>J Dr. Jaaa.,, be ..,., 

•• • • • • - baft 1 •- nell ~ .. of ....u....n.-a\. 
l.llna \be tire\ ,...U \Iooft _. ~ a wll .-riUH olllU 

\ o lit •-· ~ wro Wa ea4 all _... ~a\olJ paplou. I 
,.. u...tia~ a\rul< • \be ll1cb proportloa ot oh114fta ...., 
lhow4 -.rh4 ...u. la oaa or \wo roo• w fcnuo4 ~ • 
aotul oou\. W w 4oH ~olllu \be ra\a W'ol4 ha,. lla•a 
-.oh hicbor. 'rbero _. ao ow14aoo of o\ber 4atlc1- 41-• 
nell U .....,. 01' poll.acra ea4 W were 1aollaa4 \0 fMl \be\ U 

1e a '-fleteaq 1a .-uv ....... u.aa ca-1ur. • • • • •• 

Oa1J • ,..,. ...n .,...,. .. u .. ot \be oll1Ufta - -- foa41q la 
oclloola oo..l4 pt mlk aa4 Mala, u4 \M\ lanttlot••· 

la larool-, be ..,. \U\ wll•\a-U poepla t1a4 1\ Wtltolll 
\o ~~oaT \hair .-\a •t .....a ea4 po\a,ooa . Sc&-• a\\&1' aa4 oUft oll 

cu lit t- oa1J 1a ...u .-atUloo •• t- ar tift •t.e• \Mil' 
aonal )ll'loo. 1e ..ua, •a.. ....._. -., \be poor ari U..UC -.• 

la .u •oru. ea4 ....... ,, 11oo ...,..,.. u.o• \llooft 1a a ..- 11&\\er 

ftiJ!PlJ of foot u1. - la - oUt•• _, ea4 mllt - lit -.A. 
Jra.a 1a Jll••U'IIl. 
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., .. 41..,. Mbc•t.1 
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-. 
Jo• to be reloaMd llo!Ore 
9 P•••, Dtlcaabor 13, 19llo 

.&4dre .. b7 Don:\ld N. llchon, 
Coor4ina~or of Purchnaot o! tho national Dtltonco 
!dviaor7 Coomiaoion doli•orod before tho !ankore 
Club of ChicagO, l!lllCkatcne Hotel , Ohicne;o, 111, nt 
9 p . m., Fridzl¥ nif!Pt , December 13, 19llo, 

377 

Sovoral vooka &COo vhen 1 firtt aecopt od 6ft inTl\ation to addreto 

tbil qoup, 1 had in mind tho doairnb1l1t7 of dhcuool.n& vith you eortniD 

!illa:lcial aepecta o! tho national do!onoo procr&QI tCOIO o! prob:.ble end 

poatiblo et!octa it vill hnve on tho national OCODQA11 and tho opportunitioa 

1 bolitTO VO MTO O! OT0!4in& a conaral 1nflttiOtiiU'7 DO....,Oilt, 

!rh11 ooecod to be = icporta.ct oubjoct, lloroOTor, I thOucl>t U 

would bo o! particulnr interest to thh croup ... " vholo and to its 1s41-

vidunl mOClbert bocnnse you are bankero and tboao oro probl.,..l of special 

concern to you. 

l!ut a tov cl.aya 8gO I cbnncod m:r mind and docidod to tolk to :rou 

not aa banker a vitb pnrticular intorost in filiOIIcial Md monotnr:r 1111>\\ero 

but aa citisona of tbo tJnHnd Statu o! klcrioa vho, aa mcb, ahnro Joint 

istorooto vith ITOl'Y other citizen of tbit count~7• 

tho reaaon I aantion tb.to 1o be.,...so I """' to oxplniD to :rou vq 

I chanced oq nind.. 'l'hero we " vor7 iJ:IportMt r ....,n !or dol..ng it. -">4 

it hat IIUob to do vi tb. v~.at I ~ gol.14: to tl\llt II bout, 

l t wnt becouto f r 0111 vb.ero I tit in Wnthincton it ouddeal7 be..,.• 

DP!)ILront tlvlt vo nood to refr oah our neooriot -- M4 TOr)' abort coaoriol 

tho:r ore; va noad to go back for a aODont and oxnoiso tc~:~e yoq twldec011\ al 

a~<>tt ot thia 1:11\U Onal cleton .. pr OII'., - ouch at itt r 8UOD for uln-. 

ita ~\1fi06U..,.. and \he deg .. ot v.rpa,. iDTO~td i n l tl hlf~h 
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ita"'ln.& r¢-O::l\.:l lr:.e~ t~os~ !\~nU:.ce"' tcla ve nee• • · t·~ f · 1 · -... .. , -• a resn t)"ic around 

u' a-:.d. tht'n d~ c. lr ~ of Mr~ thlru:-\n~ M.l! ·--u ltr,~t ._Alt:tn~ - right !ro!'!l 

t!V"' 1houlde:- . t"!he:-. 1 ·~· "~e• n"ot t o .i~ tl'>oJI& thlara 1 ::z.ean all ..,f ue -

t~c ~holo e~unt~J --- AG eiti~ena n~~ not ~• ~nnY.trs ~r ~~uf~cturere or 

farr.or o nr lathe oper~tore ~ r nt nny ~t~er gr~up or f~etion or t nt oreat . In 

e ther \"O!"da wo r:.unt :::.a.ko thi tl r e-- uxnu1'\a t1t)n tf'~uthdr -- nG Ar:aric3 na-­

c~r.sc1<"1JO ~f t.hP 1na"Tnr :obil1ty o! our h!tht.:at n.nti l'>r.nl at: and cur hiGheut. 

i~fala. ~c e~~ d~ t~is ~e~~ t~~: ir. tho ~i~lt of cc~aies~p and unity of 

~eo!\ a~a':-~ei ci"J;.:plC't:e ly "'"it!:o1tt. f'il=~~t~":'· Two h:l"te be'ln forced to give up 

t er r t t '\ry on~. A!'e leaiin; a trmc'\trt'., ,rccnri"~us "x!.~tence, navdr knowi~ !ra: 

d.n:r t o ~o. .... ~~:hot~u·r thor will ba (O!'CO<\ t o c\va up z:~.oro . Ona ws torn l\8\Ulder 

by n bl·,o~.;,t ci·.r tl wr.r t hr.t l&ft it r r )atrt'te one\ sr::1ot3r~ad. Thr~o ere ot1ll 

f1r:ht1nf", t"fo cf t her- \<~'i th thC' ir own forefo nn.t t he thir~. lli ~h t hll help c.f the 

itr1t1ab ~ire. A little ov~r !'tvo r~aro tu;o each of thia liat of t·..renty Yatil" 
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1Ddtpen4ent political Wlit , aoeld11g to wo~k Ollt ita ..,. naUoDal doaU"7, Sou 

of theto cou.ntriea wore not well edY&ncod 'b:r ov atAAdt\rda, So:!o of t hea were 

not too davoted to o..r ovn form of ~YO~nment, But othera wore among tho 

uoat prograoaive , moot democrat ic , ooat enliSfitened and 'beo~gaYorned 

countrioa tho world hae yot eoon, 

All t hi s hao happened wi thin a little over fiYO Y04rlo roday the 

u!g!ltieGt ampi ro in h!atory, tlAd.e up of pooplo fro:> whoo wo hnve lar&el¥ 

drawn Ollr culturrU., political and r 6ligiolla idenla, h fi!;ht!llg with ita back 

to tlle vnll --- bloodJ', wounded, tired -- a till at c.nd!Ag tud trediDg blow 

tor 'blow with o aorc!.leoa on0"7 vllo 11 'oettor e't"i;>;>Od =d vho 111 fi red vith 

a fanatical •enl baaed upon t ho r eligion of doatrueti on 'by allrdoroua force, 

For fifteen montba tho Br i tish Jmpiro haa boon ficbt~ nnd wo know t hAt it 

will ncrror t hrov i n tho "l'ongo, But we cnn aoo frOID here thnt oho h groggy, 

thot her e:>dvMoa and courn!;IJ "'~ not be onou&h t o pull her threU/lh, thrlt wo 

must face t ho possibil ity thnt she ~ go down, 

Yell ~ trnce tho origin of tho fnto thnt hna bofl\l.lon this long 

liat of collntriea and now throatono t ho Britieh Jmpire bnck to t be ndvent of 

!lad• in 1933, or b&ek to tho peaed treaty thnt followed. tho l:lat groat war , 

or at1ll turthor b&ek 1f you choooo to , You Cl\:1 cnll it " vorld """ or n 

world rnolllt!on or a bottlo of idoologl.oa or Nl)"thin& you Uko, llut tho 

simple fAot reCAina tb.nt tho moat annihilAUnc '111\1'6 of doatruction tho world 

hna nor a .. n baa been g!ltherillg forco Md nooontlm tor ot leo.at fiye yaara, 

And the poole of ita rur1 hila not :rot boon reAChed- tbo acopo of ita dancor 

not yet tull"l Wldoratood b7 all people , 

. Small wonder, thon, that aix montha ft&O tho United Stntoa doeidod 

t 
to build the cre~toat all- round dotenao f oreo in t he biatory of tho world. 
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~· hn~o coaplAinod thAt tbia decioion ehould ha~o boon roached ouch soonor, 

But lot :o ro:ind you tbot until the Nazi tidal wavo r olled over t he Low 

Countrioo laat opri ng the public wao not ready to o~ort any ouch effort, 

We noodod a ohock of that intensi ty to rouoo ouroolvoa froo an attitude t hat 

vno dnngoroualy cl oae to apathy, 

J'inolly wo woro thoroU&bly nrouaad and baing ArOused vo de""'ndod 

380 

action, That vno t ypically AcericELn, lfo have a vay in thie countr1 of vait~ 

unt il tho loot cinuto Bl>d then oxpectin& ciracleo, l!ovovor, t ho icy<>rtMt 

thloc; h tbot tho lfu R.~d !lavy Departce:>ta laid down a progr= of gi§IU'tic 

proportiono, congroaa votod t he funds with t ho olcoat unMicoua support of tho 

Mtion , and tho President esto.bliBhed t ho !11\tiOnl\l. Dc!oneo Advioory Coll:l:lisaion 

to assiat tho Arar nnd llo.vy, 

Nobody wi th two oyas in hio r.end oxpocted t hia thing could be 

occocpliahod ovornir,ht , 

Tbooo of ua who ver a called down to lfnahincton to help out on the 

Advioory Coooiooion soon realized t!vlt 1t would bo a long, ht>.rd pull , that 

thoro vould bo hoadnchea and delays, ciatakoo ond a certai n anount of confusion, 

~r4t vna inovitabl e , Willino S, Knu~aen, chiot of tho Producti on Division, 

ixodintoly VArnod t ho nAtion thnt it cuct :>Ot oxpoct 001.-ic. :Be~so or hla 

trdnln6 nnd goni ua ho vell knev the t r eoondouo pr oduction probl cca that vou.l<\ 

bedevil tho prOGrnc• .Ho told us ovor ~~d ngnin t hat boforo wo could got aaao 

production wo would hovo to deoign and build t ho toolo ~,d t ho •tooling up• 

phaoo, no ho onllod it , would bo l ong and tod1oua, Thoro would be r.>nny contha 

i n which it wOuld bo difficult to soe pr ogroao , ooinly bocouso tho progreaa 

vould bo unapocttiCular, unsuaceptlblo to hoadlinoo - tnking place in tho 

:.nchino ohopo o..~d on t he dro.ving boe.rda, in tho l~.bor tral.nir-8 achools, tho 
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preparation or pr·~~tlon scheOnlca, t~d sat~rtnc of rev cater lala , t~· 

expanol on ~r plent . 

What has h.."\p;>onad l!uring tl'-.e 1ntervcntr.r elx IDI)uthal H.:l$ the 

331 

vorl.! criah a'batodl Jbs enythi n& !lappenoli to rom?·to any of the J ustification 

for thia progrom? !!no nr.;~thing oceurre~. thot tendo to l • .. en t he urgency of 

ite ?roap t eonylet.1.1)n7 Ob·1iou.sl:r thtr l\nl,tilr to theae questions i s "no". 

The t hrf'ot to cur sa!et;;r nr.d !'re:: i nstit'ltiona 11 .;-ra7or tban ever . The c1e::!N1d 

tt.at ve arc v\.tn tho ut:::!.oat eonc~Hva"tle speed. la Of)rO argontl;r pressi ng tna..~ 

tb ~nthe N;O. ':he ra~t t~.at t~is.!!. a.c coer t;IJCC;! - an eDerbency 1n 

v~ic!\ overvthl:-:.c vo ~o 3!l~ 'tel iov~ l:t P .. ~~ li"VI t~r la at atp.&:e - is. core 

cle~r t'~Y t~n evar bcf >rc. Yc hr.v3 paatei tho atagc v~cre there is any 

r~~c for ~o~nte o~ t hnt point . 

Ac f o r t ho 4o!~n~e pr~&r~~, it hnE, in th~ 'A&t six months, ~oved 

from tho lntt l nl ~bnso of letting co~trac~a t o tho • t o?llng up " oto~• · Ue~t 

o':>:nos t hf'" ronl pr oiuct i ,.n 'J3r i -::.d - the dol t·,ory nf deft"~nvo oquipae.nt i nto 

the hnnda of the er~o~ for ces. ~At is, ~Y and lnrco , still ~months avay. 

B11t thG d.)f e:ae l]r.Osra:t t1l~o bss r ez:.ehcd t ho eto.ge wher e iap?r tant 

~eetatcna a:.:.st be :=.at'.e - ~ecia\ons ber.r1nt on t he ex-tent t o vitich tne proa,t 

aehittt't!lOnt of t.h1a "1r c,.,.-ra:::a s..'u!l1 bacO!lo ou.r dc::11nr.nt national goal , wb.leh 

~eAna th{l oxt"nt t o whicl: we ere real ly ee::-10\:1 About utloMl de!"ense, t he 

extent t o whtc~ we , a1 n nat i~n, un~crat~~d the uraency ?t cocpleting the 

pr~erna nt the enrliost ~ssiblo coornt . tho extent t o which we are det ermined 

to rll\ko our c.:>untry and ou_r \rro.Y of life s.o.!e !"roc 1\ggroesion end ulti:~ate 

extincU on , tho ext ent t o whtch ,.. ar e w1lllnft t o oacr l flco t he l uxury or 

nor:t."\l proccd.~Jre anl acoua~o~ed practi~o s eo th.ot we: i.lfi.Y r o:::ain !roe t o r egain 

n?r.caley o~c• nora . 
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lr.!on tho D<>foaee Co=ission vent to vorl< ouly 1n JW!o, 11. decidod 

upon o policy ~r attec;>tint: to eupori.J:Jpoao t ho ru·r=e: t p~ogac on top or t ho 

noroal oconogy or tho nr.tion, to c~o ~ll uoo or all oxiatina fncilitioa, 

to ~void t ho inovit~bly hn~ul offocte of i ndiuer1n1nnta plont ox.p~ooion. 

float thoughtful non co:>eurrc:i in thl".t policy Md we otill 1ntond to fellow 

1• to t ho QO~tout p~a sl.blc oxto:~t coneiatont with ou: O'\o all - powerful 

obJoctl\"'O , which io to nrn this nntion to t.ho t llotll a.•·ul do it nc fast. ns ia 

Dut porl"-apo 1 t vr.s n ;:ist:o.ko cv,.r to to.l'~ ot 1 n.ol":"'.Al • procoduroa 

It v~s !oreod upon c.a !ty :\bn~n::U :.cn!1tiona t'"~IJ.f~out t~o world. Ita 

fulfillcont dOt".Ande of us nbnc-rUfl.l nt tontion, n'-no.rut\1 effort .:u::.d co~rifico, 

I wMt to ntnte qui tc plninl;;r thnt 1f t hio prO/li'M could ~.wo boon 

taken in our atrido , with no di•turbnnco to norr~loy, t bon it wno too s~l, 

'becauao eonditiono dOut\l';d O..'\.."ti.cuD rcsulta Md t 1ll!' eM b.:t obtainod only b;y 

extrGDrdincry of!o~t . 

pa:t or tho vor k of lotting con~racta. l(y porJon:.l b<llidf io that thnt phue 

vas tandlod voll IL'ld e:.:peditioual:r. I ooo no reaoon for cotlplnint on t ho 

bna1a or vhn~ hnn been done so far. 

~ut thio now phnce - t!>is • t?olin& up" phi\CO - io suscoptiolo 

to opeoG..•w r111thoda. Thoro is no tiuo hero £or SOing into cx,.ct techniques . 

~he itr,Jortru:t thing i s t!mt •tooling up " Md prnduction ~be I>CCOlcrated by 

oxtrnordinrxy effort nnd aethodo. 

I on convinced thnt this nuot be dono . It is illp~seibla to lcnov 

hov cuch tillo vo a!ll\11 bo porcltted. Yo cnru:ot kn>v the e:c>et dwenoions o! 
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no~ yc:u' ' • burdon, except thnt H will bo honvlor th= lt lo nov, Yo 

c:annot knov to vhnt o:mct extent llrltn1n will bo torcod to roly upon uo to 

oupply hor with tho vonpono aho oo dooporatoly nooda nn<'. CM uao ao woll , 

oxcopt thnt aho 1novltnbly oust loan cora nnd nora upon our ohopo and produc­

tion 11noo, 

Wo do lmov tho burdon io nlroaey atouerln« nnd thnt 1t 1a goi n& t o 

lneronao ovary vook t!w.t gooo by, Wo knov alia by nov tlu\t 1t 1o tho vlll ot 

the country nnd tho dotorainntion or t ho govorncont thnt Britain cust not go 

dow becauao vo coull. not suppl y hor with vhnt Ibn noodo, Soao of you out 

bore in tho llic!.-Yoat hnd your doubto about thnt point t or nv!>U o but I believe 

thoy aro a olting away rnpie~y as the rnnlity of t ho world alt~~tion nnd ito 

rol~tion to tbia country boconos ooro nnd nora olo~ 1n ita brondoot rnn1fie6-

tiona. 

So tho r onlitloa of to<"-7 cry out for opood, apood, nnd nero opood 

on nntlonnl dotoneo, 

Thia c anna coro work, cora diaturbo.."2.co to 1 nomal 11 procoaeee , aoro 

aacriflco on tho part of ovorybody, 

'l'ho country 1a too big, the otllkoo aro too hl!ll>, to peroit tho 

dovolopoont ot bottlonocka 1n nntlonnl unity, In nAtionAl detoroination , in 

nati onal ottort to wold tho ontiro otr ongth of a troo country into a cohoolvo 

force with n einglo donl..nal1t goal - nntionnl dotonoo, 

I t hink It wae tho late Will Recore who said aouotb1ng to tho affect 

thnt when onooy bonbera r oar 1n over our bordora t hoy vill catch the ~orlean 

pooplo droaaed In knlckorbockora trylna to oink Q tort~foot putt on the 

tightaonth eroon, Nov Yill Rogero vna n koon atudont at the ~orlcnn peopl o 

and nn able phlloaopber , but aono of t ho totnlltl\l"14Zl lnadora seen to beve 
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•• • rloolcc4 the fact that he aloo wao a bw>orht. I llltpect they arc c~UAtill(; 

hea•Ur on cAtcllloc the .A:IeriCN> people 111 ltniclcorboclcoro on the elghteontb 

ere eo. 

I think they are vrooc in that &IIWJ!)tion. 1 believe the:' will :f'lll<l 

Acorico reo<ly --- ao rea<ly, In fact, that they will be terce~ to abandon their 

cherlahod notiona about the congenital veakoeoo ot democracy. But I also oea 

rather dhturbins oigna that the AmericAn public h cot yot fully awaro ot tho 

peril. Somothlns hat hap,ane<l t o uo olnco tho tonoe excitonont of last May 

and Ju.no. Perhe.:pa ou..r nerve• were tc r&g&ed troct the atrtdra of thc.ee veelca 

to ca1ntain 1ntereot. Perhaps the !allure of llali plano tor invading l!:ngland 

thh Pall hac\ the otfoct or lulHn& uo into a oenoo of !aloe security, a too­

easy faith in the ability of Britain to withotand !ore•or t he hacrter blowa 

of the t ot .Uitnrian war oachinee. 

Whato•or the reason, I have a senee of a let-down on the part of 

general public. Let me ~e it perfectly plain tbct I do not tor one QOmont 

ouggeot that the public is not rea<ly tc do everything naked of it. On the 

contrary, I am thorOUghly convinced that a vaot caJority of tho people or tbio 

country are more arudouo than OYer to ~o oonething that vUl .,..mit than to 

fool they han contributed. that -they ha•e ""'de ooce poroonal oacritice 1n 

the 1ntoroot or aelc1ng their nation otr•"&• 

llut ve ere cenacad with a t om of drovoinou 1n4ueed by !aniliarity 

with tho otruggle . It 11 t be sort of dullneoo and boredoa that oometinoo 

makeo men eo to aloop o.t t be vheel or an autocobilo when they aro driving at 

night and become loo aoaaetomod t o t ho trono ot tbe .. tor . lometh~ ot tho 

..,. oort 1a happening nov. Bocbo keep falling cd nothill(: mu.ch eaamo to 

happen. London otill ot an4o and otUl tighto back. 
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Vo cu.et shake off tbia !rovabea~. Yo Dllot t alco a c~ld s.•evor and 

atop out t or n !r~ol". lo'>k 'll"CT.m<'. ua , for " """ roAli.,.tion o! cla.."&&r, for 

n now nlortneao to roAlity. ..Uao wo auot bevnro tho nlltlbl.ng oft oct ot clover 

alOG:\llO - Glo(P'Ula t l:nt toll us wo can bu1ld up tho ciellt ioot def onoo cru>hi no 

in hiotory anJ. a t tho B<ll!e ti:.1o continuo •bulinooo no usual• ; t hnt t ell uo vo 

eM do ooro work in fowor hC'uro ; thnt vo CM Mvo our e:.\k:e nnd ont it too. 

Such oloenno M"O dn.'C"roua aoe.nttvee. Thoy ru-o -..rondcn.•t oithor by con vho do 

not lc:ov vhl\t they ru·o ~N.::ins a":>out or vl:o know too voll vhnt n.oy nrc t~ 

iJlC c.bout , n.'ld b;.r the lat tor i ::Ol".n tho eo who nrc cone:iott&l;; vorldnt; to undo 

uo. 

No , vo auat alu!f ot'f ti'"..la aonao ot c«~lnconcy, roJoct thoco slOtpl.Jl• 

and ao to wcrlt to provo to n ~cubt1nc; W'>!"ld t~nt lL d0::1ocr'lc;y knova just ae 

well "·' n dictnt orohi p wb.nt it t '\lroe to bo t ou,1>-mtd CM do it in n dococrat1o 

Tho d0<1ocrntic wnr to {lCt tou_";lt io for in•Uvic.u::U units of induet ry to 

voluntnrily wold thoir eu-~ntivo c~~eitioo into an oftoctivo vholo; for 

ln.'bor to volU:ttr.:Uy work :.1.-\rW M4 l,:,n.;or v'honovor nocoaury; for eapitnl 

t o throw ita roe~coo L~to tho fiGht v~orovor poe1iblo to roliovo the 1044 

or t ho por=ont ;. t?r tJu:t>o.yoro to vill~ eontri~ute their c!Dlli\To to 

Pl\1 tor t ho Oq'.li~:tont wo ore 1Qtorclno4 to !".J'\'f'O.. Tose tbo do:locrnt1e VG¥ la 

f or £TGUpG t hnt aOGetinoa feel thnt their intorOi tO conflict - labor and 

~ont croupa, tnrc tu:d city .;roup a , cor.cunor and v rocrucer groupo - t"o 

Join thoir collootivo nasots 3nd en~ncitioo i nto tho ono aupr oco eff ort of 

n froo pooplo i n eupport of n f r eo ccvornc~nt dotorcinod t o pr e serve a 

froo wny of l ito, 
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I cho.~aad oy dnd n~out tl\lldng to )IOU on n pnrt1:ulo.r subject 1n 

which )'OU o.ro pnrticult\rl)' intcreotod , ao I could COilO out horo n:1d tl'J.k to 

)IOU nbout t he nb ooluto nocossit)' f or doint; thoao thines . I wo.ntod to tell 

rou t hl\t wo no n nntion oust fori>"t our )lr ojudicoe nnd join Jw.;1do to build 

for nnt1onnl dofonoo - buil d with r.l.l our honrt nnd ho.nde 1.1..~d JJii:ta tuld 

ak11l - build fo.ater "-"'d. f:>ator nnd fnator , 

-----0----

•• 
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Dear tlr . Secretary, 

BRITISH EUBASSY, 

Washington, D.C. 

13th December 1940. 

I encl ose lists replacing the lists previously 

sent to you and covering all the United St ates 

securities which have been registered by British 

387 

holders at the Bank of England as at the 29th June 1940, 

excluding only those which had been vested in the British 

Treesury or sol d by the private hol ders before that 

date. There may be soce small holdings which have been 

regiotered late and are no t included in these lists , but 

the amount is very small. The lis ts include those 

securities, about 67 in number and about $104 million 

in value, which will be included in the Vesting Order 

proposed to be made tomorrow, Deoe~ber 14th, 1940. 

(Lists in I "Security Sate• 

Believe me , 

Deer Mr . Secretary, 
HSKJ 

The Honourable, 
Henry Vorgenthau, Jr., 

United States Treasur,r, 
Washington, D.C. 

Very sincerely yours, 

F. Phillips 

' . 
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December 1~, 1940 

)lr. Olarlt of the Canadian Treasury lunched with 
me . 

He brought up the question himself of the French 
gol d in Canada and asked me how I felt a bout it. So 
I said, Well, about a month or six weeks ago Ur. Pinsent 
&eked me several times whether we would buy the French 
gold and from that time on I took it perfectly for 
gra nted that England waa going to sell ue around 
116501 000,000 worth of gold, and I ao told the Presi dent, 
and that is one of the reasons why I have not been wor­
ried about an im~diate financial crisis with England 
because I felt that they had that gold which t h ey could 
sell ua any time they wanted to , but, I said, I have 
heard recently that there ia s ome doubt about their 
selling and frankly it worries me. 

Then I t old h im what I wae t rying t o get over was 
t hat t hey must take the attitude that they have complete 
«Dnfidence 1n the President and me eo that when I go on 
tho Ki ll to be investigated or to make recommendations 
in r egard to our tutu.re relatione with Eng land and Canada, 
I must be in the position that I am the hard- boiled, 
two g lass-eyed banker and let Congress take the position 
that Morgenthau ia too tough , rather than f i nd myself in 
a position tha t I am accused of being too sympathetic 
a nd that you fellows have pulled the wool over my eyes. 

I told b1m that, t&lk1118 tor myeelt , it they would 
lay all of their assets on t he t able that we would con­
tinue to see that they got the material they needed a nd 
I felt that they were fightill8 our battle and g iving ua 
time to get ready and when we felt that t hey no longer 
had euffioient resources l ett I wae in favor of giving 
them the war euppliee necessary to continue t he figh ting. 
He wae very auoh pleased. 

He eaid, to show you how he felt, we asked tor some 
figures from their Stabilization Fund and under their 
law they are not oermittad t o give them out and eo he 
sent word to the Pr1JI8 )Unleter what should he do and 
llaokanz18-J:ing eent word baolt that he should gin ue 
everything that we aelted for. 
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Wo'Gla .,,. pleaM tna..tt tor •• lr a ... "t •et.. 
\he foll•lAc ....... tct tM ProaU.ts 

• 
~ - 'lftl4 appNOlato a ropq to 
If' ••uco of DMmhr tea~ la ...­
uotl• wi~ ov prott=1 to tM lrltloll. 
UIQOO!I. 

... 

Tile c toatl.. IMV ottloor, 
•• ,. Dtpan-t 
Walhbcta, D. t 
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.. 
~ • W..U lppftllate a •epq te 
• •uece of ~ ..... tea~ la ..... 
uetl• wlt!l IV pi'Opleal tl \M .. itllll. 
OJQUO!'I. 

Till C toau .. Dlltr Oft111•,: 
la'f)' Dtput..t 
lallhbctoa, D. 6. 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMiolUNICATION 

Secretary lorsenthau 

11r, 1'ol017 and llr. Peble 

lpt JPur intoJMtigp' 

A OOilferenc>e _, held 111 jda1raJ. Land 1o ortiee at tile lf&ritae 
eo-ioaicm toclq with rtNipeot to Dudab ohipe tied v.p 111 AMrieen •ton. 
The TreUUrJ _, r.pre ... ted bT ........ l'olq, Cbaab.rla1Jl, Cox, and 
Peble, and the llarltt.. ~dcm bT !leu .A4a1ral l'llory s. Land, ec-<a­
aioner Truitt, O..ersl CouDeel hrl:&eh, Aaoiat.ont O..ero.l Colm8el Luto, 
IJid HUiltillctcm lone, Aaa iat.ont to the Cho.inul. 

llr. J'ol.,. aple1ned that 111 OOIIMOticD with the operat1011 ot the 
Eueutin Orden relotiac to the ~illc acmtrol, probl- with ,..peot to 
auch Daniab ehipe were ccm.etant.lJ' aria1nc and that tbe Secretary hod re­
quested that tbe queation be explored. A 41acuea1on wu hod aa to the 
reuibllit)" of tbil Gowexwt•o purebaaq or requiaiticmiac euch ahipe. 
It na apla1ned that we were 111tareated 111 warkinc out 10118 metho<l bT 
which the Du.ieh ehipe 111 queetion could be tolde available to the Britilb, 
or teken onr bT tbie Go-t and other ohipe now 111 Allerieen trade 
tumed onr to the Britiah. llr. Truitt 111 partieulor en..U10Ded a u~aber 
ot objeotiono to AliT IIUIIh prooedurt~, -a which wr. the tol.lowillca 

1. fW.t to t.b! !h'"· 

Th1.a 1a pe.rt.loulor:Q> a probl• rltb Heard to the llunlt Line 
.m.re a 41apute a::iate be- the q.,ta ot the line 1D the llldted Stetee, 
llbralldto.,-lloller, aD4 the- ot the ohipe, A. P. lloller, - 111 ~. 
IJid h1a 1011 IIMHit lloller, - 1n the llllited steteo. It ..., na•.tact bT 
the Treuury that poeaibl7 both poov.pe Jd&ht ..,._ to a trauter ot the 
Doniab boate prowided the parohue price _, put 111 eoorow 111 a troa., ..... 
CO\IIlt pead1Dc eetta.-t ot the cUapute. 

2 . •dw v• ot tM botta· 
ll'. llorH iuilted that at l_.t SOli ot the boate were too ..U 

to be of oemae 1n AMr1ou trade . Ada1nl Land 4l.d aot ..,._with tb1a 
eta~t and 1.-i -'flnoecl that the boato 1101114 be of reel-· ll'o 
Tl'uitt raiaed 1enral objiOticma with reepeot to the u• ot tha .. boate 1D 
Alerio... tnwle. 1e ldAl that the ohipe 4l.d 110t ~ with the aatet)" low 
llld turtber that 11111ler our 1totatel 1t 1101114 be __ ..,. that the lbipe be 

-..! JII'1Doipe.ll;r bT AMr1ou -· ll'. !ruUt r.terre4 to the 4Utiolll1f' 
111 cettillc .a.r1.a - to 11&11 theM .......u. 

Regraded Unclassified



It wu 11141oated tbat tbe llarit.t... a-laeicol d- DOt. baft 
authorit7 to requlaiticol or purolaM ........ .a. !be .. YT ~t 
doet haft autboritT to piZ'Ollue .....W 1114 bu ~».a t171111 to pw :11&11 
pe.rtioularlT tba Ontt *mk 'llh1all 11 1a tbe PIIW.ppiaN, but tbe pwoebue 
bas DOt bee efteoted ~tl.T cbaot to d1tti.ouU11e with ncud to title • 
.lda1.rel Lad e....t to ra...,.. baw1Dc- ~~~ ...s.r 1 .... ~- pwoebue 
~ 'bo&te. 

4· !rWM .Wtw~•. 

lr. trait\ iDdieated tbat- ot tbe dittioults. .... - Jlriti.M 
attitucM 1a tba •tter. .. ._ted tllet tbe Tlwftr7 af.cllt be alia to 
worlt the •t.ter oat with tba Brit.iab, 1114 lr. !rait.t. 11141oated tbet. tile 
'l'real1lr7 aJ.Pt t.U t11e Britiah to Moept. u... IloDiah orr..- 1114 let u... 'bo&te 
aa.U under tba DuliA nac. lr. !raS.t.t. .. eclrlMd tllat. tba ~ -u 
DOt with to ..u urr .-~a """tieD to tba Britiah, with 'llh1all ~ Lud 
con0\11"l"ed. 

'· tfMM!''' i.RHE!ft. 
It .. 11141oated tbat 8eoret.w7 llull .. 41.reot.ed by tba Prees..t.n 

to - wbat. eould be~ 1a th1l •tter 1114 _, worlt1Dc 011 it, 1114 tba a\­
tltud• ot tba llllriU. eo-ileicol teru••tetl.,.., IIIDI1udial ~ ~. 
t.-1 to be tbet - ~ w 110 l.,S.U.te iatereet 1a tba _, ... 
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t C • - 2 cllar\o which aro l DCorporawcl 1a llau ' Bu.o- •• 
~ lapor\ et Deo-1oor 9, 1940. 

~ JlrllW ,- ;1~• 

~ --~.u-~ ~ COPY 00 t o l!r. 'l'hoapeon 
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PER 
CEN 1 r 

llO 

r f-

i -
125 

120 

115 

110 

105 

100 

v 

M 

.~ . I, I I I I 
Wu.

1
1<1y 1Av~r.tg~ 1 

1\... v f\ I I 1 .. 1 ! 
16 Row lm:lu$trtal 

\ ~ Mater ials 

! 1'-"' ~k rr. 
~-:;,: ~ '{' ~\\ 

I 
l 

v 
~ 

' [\ 
IZ l'txXI1tuff# :_..; 

95 A S 0 N 0 J F M A M J J 
lq 39 19•0 

AUGUST t9l9 •100 

lr 

I 
v r 

r- 1/ 
/' 

tv 
A 5 0 N 0 

PER 
C£Nl 

130 

125 

I 20 

I IS 

110 

I 05 

100 

95 

PER 
CEN 1 

128 

124 

120 

11 6 

11 2 

108 

104 

16 Raw lndu1trlal 
Motorial$ '-

I'-

1:-::: 

1--
/ v 

v 
IZ Food# tuffs 

~vv--r.D 
• It .. tt 

OCT ' 

I 

Ooi
1
1y 

V'-1 I- t-v 

1.-

v 

• " n ao NOV 
1940 

-
--

" -- 1-

... :tl .. • • DEC. J .. N 

P~rcent!l~e Ch.tnge for lndividuol Commodit ies. August Low to December 4 and to December II. 1940 
PER 

CHI 
+40 

PER 
CENT 16 R.tw lndustri.tl Materi11ls 
•40 

-Wool T IZ Foodstuffs 

+35 

~ 
~/ 

~// 
~/ 

+30 

•25 

•ZO 

+ I S 

-~ --.&:? -

• 10 

•5 

0 

-5 
Auf , low 

-
r---_..... 

. 

/ Lol'd 
V Cout 
_~~og. 

o.~.n 

PER 
CENt 

128 

12 4 

120 

li b 

112 

10& 

104 

Regraded Unclassified



LU M88 A AND IUI~DING MA Ta RI AL PR ICS S AN D LU NB&R STOOlS 

... ... , 
116 

I 112 

.. 

... 

-
• 

r- - ___!U7 -·-·· .. ·-rtze • roo. I..L ... 

(\ 

\ 
~ 

' 

,,,. ,,. 1 ... '"" 
I -·-· 

...... 
~ ;· ·-· _,. 

r 
v; 

I' ./ ~ J.A~u.-,,.. lkru•AU 
• 
• 

I .. . . 
--., --" 

10 

' 
I 

7 

I 

I 

• 
J 

I 

I ' I • . ... . . .. ,.,, 

ttl7 

I 

\ ( 
'I . . ... ' . , . 

11>38 

,.,. 

. I • I l • I • t . ... . . , .. .. .. ... .. , 
1939 1940 , ,., 

,, 

, I 

I 0 

... .... 
'" 

Ill 

.. 

... 
I .. 
• r& 

Cll 

I • 
• 

I 

i • 

.. ..,..-
• --II 
10 

• 
• : 

' 
' 
J 

• 
) 

I 

• 

·--Regraded Unclassified



;) II , /.' , " A !Itt '}..._ _,!.. 'l it " -f\4 d 
cvf cf..u to . 3<) ~~ <./J- ' -/-l o 

We.arandum for the Secretary or the 

Tr easury 

• 

336 

Last August t he Secretary of the Treasury expr essed 

his r egret that he was unable to un~ertake at that 

time such amendment or the United States Customs law 

as would have obviated the inclusion or the Br i tish 

Purchase Tax in the dutiable value or goods imported 

into the United States from the United Kingdom. 

Deeply impressed by the disastrous ef fect which t he 

increase in valuation resulting f rom the Purchase 

Tax was likely to have upon the trade or the Uni ted 

Kingdom with the United States, Wr. D1Arcy Cooper 

asked, on his arrival in Wash i ngt on, t hat t he matter 

should be reconsidered. Mr. Cooper has been informed 

confidentiall y that the Executive Committee on Com­

mercial Policy, with the concurrence or the Bureau or 

Customs , has recolllllended that t he Administration should 

support a Bill introduced by Wr. Cullen for the amend­

ment in the s ense desi r ed by the United I ingdom Govern­

ment or Section 402(o) or the Tariff Act or 1930 ae 

amended. 

The Br itish Purchase Tax became etreotive on the 21st 

October and increased assessments are thus already 

being made in accordance with the existing Customs law 

of the Uni ted States. It 1e earnestly hoped that the 
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Secretary ot t he Treasury may now aee h1a way to ask 

Congress to enact, as a matter ot urgency, the meaaure 

which baa been 1ntroduoad by Yr, Cullen, aubJeot, ot 

oourae, to auoh amendment ae Yr. »orgenthau may oon­

a1der neceeaarr. 

BRITISH EWBASSY 
WASHINGTON , D. O. 

December 1940 
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,., ~Hntarr .. ,....,. 
,_, ... Oaotaa 

hUMor 17, 1940. 

3:''9 

I n a\\aalalq a --- ,_ o-toatoaor lMuoa • , .. 
.. ~Joe\ ot \M _...._ ._... to :rn \or tir ,...molt NlUJO 
•• oleo \M ttnt tran or a,..,. ... ...,. .. to \M Glial- ot' 
\M ..,, ••....., c-!.\\oa • _., O.U• \ill, No ~tll, wl_. 
- a--rr an .. •\ U laUoaW ta l ola-to -raadn, 8Hl4 
o~tllll \llo •~Joe\ or \M ~tiM \o ual.,o not• ,.....llooo \U 
,,_ tlllo ...,.natt• ot ., ftlo,_ nUoo. 

Wo ooo ao o~Joo\toa \0 \lllu -lac ov lao. llowno•, tt lo 
\0 M 4oa111W \lila\ \llo ~ ollloaU \allo \llo 1 ... to JIPOJOOl .. 
\lllo ....... Ia \lllo lao\~,...., w 11oft oo\olllll- \1la ,_ 
•• , \lla\ ... \'l'oofti'J' ....................... .-&ai,O\J'O\tft 
roaontlt'J' of elllaaeoo la \M tvtrt Aft, .,., ao\ • .,...uou of 
tontt ,.u.,. .u " \u1tt ,.u.,, .. - • "'" ta "- uu-­
uou ot "- ~~Dent" O..tt\oa a c 11tal ,.lur. at• ~ 
\lllo lool'ftuJ of ftete or , .. '"etta\ - \1la , .. ,... .nlllolrttr 
M nn••• toll., ·••.- la tM ln. 1M.._. .... ,.. tlt.le 
, ....... , to \lila\ \IM fnoru7 lllao " llolt • ... \J'al JOotUa oa -
'"" t.lllo -nto\lac ta\OJ'Oo\o at ._.. ...... , ...,. ...... - -ta 
-roo\VOJ'O la Uo ... lalo\J'OU• et tiM 'I'Ultt Aet . 

'IIIIo nl• ot \IIIla _,... to tllUUO\ .. to \lie olrl-\ ouo, 
'IIIIo O.Ua _ ... , to ,,.. ...... "' \llo .. ttoool CoaaoU or Joaor-

to• Ia,IJ'\OI'Io Wo ""' \M\ U will .. . ,. ... ~1 \1M .Uooelo\loo 
of -1• ... .r-..oro, \M ..., ._,.., ..... ,,,., .. ,.... .Uoooto\ta 
(Qicb ,...,. .. \o lola hlU ... ) , _."' \M lalallllo CuMa -,..,. 
We aloo _. .... _, \lllat u nU .. .,. ... ..,. \llo -•- tvttr 
L-..o. 

w. -· .. oeuw, •tnl7 roantto\0 no -•=• ~oro .. \lie , .. ,.,. -·- .,.. .. u ....... ,.,..u, .,.. ...... ~, .,_ o., ..... .,. 
'lllle- JOla\ to nl ... "'_ ...... --·- •"a .... 

Mn\a ...... ,.. Go.UU _, "I'OIU' \o .... ,. .. _ ......... 
MJM\ta " a •••=• " , .. a41daU\ft\lft , ,.,.,.,., or , .. 
f'uttr .... \o ,...., \M oWtaota '"' .... --·.,-toft~ ..,u .. "' • , ... t • ..-• ftlelll ... " ..... ta ... ---
''"- of anlalN o.....,.. \or "-' ••• "' tu ._... I\ to 
oWtai-tlftlF tout~• _. "- J01lllr tawl ... -" .. • 

,..,... .......... ,_, ·----· '-·- ., \olrttf 
JOlltr to lawl-0 .. oSUW 0 .. \M I I fl'lta olllftlt -,_ -\11- - .. \1M\ u ........ ····--· - -.... u •• , .... -.. ... a-t .... - 0 

otal .. u.,, ....... ....... , . ..... 
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Iuo"""h u tlw otwlleo prepare4 1a the 'rr ... •Ul'J aA4 the 4ata ouppUecl bJ 

Sir J'redorlck Pb1111po oonr h cletall the n:hi"D&l ti.Aaaolal aH~&&UoD of Oreal 

or!Uio, lt o•l7 aeeaa worthwhile to .. 11tlOD In t hh .. aoraAd.- • !ow c-neral 

l.preoolono obtained at !ira\ banda !!rat &Del toreaoot that the tutnro Brltlah 

ou~plT re~ulreaantl troa the United Stat•• will be alnoet llaltleaa both 111 k1114 

o.od In quantlt7 ltollcl will ultl-tol7 call for dollar J)&711ent far h oxeeaa of tho 

ttl\08 o! the plcl or .. curlt7 ueete llblcb tlw Ullltecl Stat11 _,. acquire for 

cath froa Grtet irltalD. 

~he recent put ca.ah Ulbt on the u.ar tutnre, Until t he -rgonce of the 

Churchill Ciovol'llaent, which alaoet cohclclecl wltb t ho OOIII(l>e l t of 11o.....,, DoDMrl<, 

Hollaod, Bolslu &Del J'rallce, Brltlab ouppl7 r equl roaenu !roa the Unitecl st .. ua 

vert held down t o aocloot la.ola, the then pol l07 bela& to conaeroo Brltlah dollar 

retourcet 6nd uee other tOUZCII of production vbtDtYer pottlble. Vbeu tbatt 

oourceo o! production were no lonser a-ll•bl• IU>cl tho critical period of 111 

l tolat ecl Br itain abruptl7 occurrecl, of noooool t7 tho Brltlab auppl7 daaaAd.a o! 

tbo UDltecl Statao aountecl onor.ou•l7• And now tootl l l tlea are &ealn totinc on 

a new rlolancal AcUwlt7 on tho aoa liaa lnoreaaecl claclclecll7; air warfare bu 

reached a ,..,. lnhultr; &114 ._,tl.,. laD4 opor .. tloao han eplll bacon oa tho 

im"optlll u1alall4 &114 111 lortb .Urlca. 'rbio condltloa 11141&bit&bl7 proaaco• 

greater Brlthb ouppl7 reqllir-eah froa tba Ualtecl Statu llblch, It 1a &7 la­

prualoa, will 111 u .. reach utroaoalcal proportloao, Coaourraatl7 JrlUab 

do .. atlc procluotloa tor .. , parpoaaa hu daollaacl wall below tho ~ot 1 laoal 

dttplta tho ooalnc lato production of DOW pl111t !aollltloo, !!bla bla boon clu to 

• 
I 
I 
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( a ) 4.ut....,tloa 117 'boebt., of f.ctorl .. N4 poobUc aUlltloo• • 
(b) truiJ)Onatloa 'llo~ locldoat to air raida; 

(c) redw:tloa la off1cleac7 aa4 worl<lDC bouro ao a renlt of tbe 

n o .. oin}J' lo"C bouro of labor worl<od 4ur111C tbe crltloal 

ev.au aoa.tho, of luoroaood ai r raldo, blackout do~, 1-

or••••4 111Aeee, eto. 

400 

Ginn tbo coatia.....,co of air raldo N4 tbo rato ot 80b1lhatloa of ..., power for 

tbo !l&btl"C lorTlOII, lt would bo optiaiotic t o ozpoct J ritioh pro4uctl oa to 

bereuo dooldodlJ'. It /,q w ll d.cllaa draotlcai\1 if 1""11:7 hito ..,.. ...s. oa 

U1 plaDto, 

Purtbonooro , ona vltboa.t air raido J ritloh lo4uotr1al p~tloa unonpeatod 

b7 oupplloo troa Uo fo,...r al1J' Prance and tbe foraor IDropoon 11111tra1o wollld 

he.•• pro•od luadoquato for aode2'11 war, !he ablli tr of tho J rit lob lmpiro (os­

clulln of Caaa4a) to pro4uoo ll&llufacturod war utorlal bat boea. and vill oootlDUo 

lo be otrl ot\1 11aUod. Accord1D«l7, lortb .Uorloa 1o tbe oa11 a..aUablo oouroo 

of adoquato ouppll .. of iaot,.,...nto of war. Oa tbh oourco Oroat Britaia bat 

bocw> to draw and _,, coa.t111111 to draw ia nor lacr ... i"C U1011Dtl 1t eho 1o 

to han a cbanco of c-tl"C vitb tbe 0......-or pnhod 1o4uatrlal pro4ncUon 

of tbo Cont laoat of llvope. 

fo dato Jritlob ouppl1 roq'lllro .. ato froa tbo llaltod Statoo haft boea 

porUclllar, 1t -rouo; oooa tbe7 will bo p aoral N4 llaltlooo. la U• 

Great Brltaia v111 roqulro •••1'11h111C N4 •••1'11h111C ia laaroaolliC qllllltlt7• 

Thua far tho Aaorican pollOJ ot civl"C 1&11 ai4 to JrUaia ebon of ,.,.. 

hao aot ba4 to bo dofi..-4 1a ,.,.., of fioanco. iroat Brl\aia boo b .. a ablo 

to llquldato I'M4i1J' ....Uaabl• aoHto 8114 pq caoh .femept 1a tbe - ot tho 

deotro7or 4oa1 wbn pqaaat _. .-4& b lM4 baooi} tor tho ..,1111 wbiob, 

thrGGC~> action 117 tho Aaor~ ao .. ..-.t or o thorvioo, "'"'.ada .,.u.111o. 
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lo Clreal Po.,.r •IICIICM la a llfo or cleatb •tNUlo baa Mea -• clepeaclaat •• 

beonoleot aDcl clraeUo actloa 'b7 a ao .... belllcenat cout1'7 tbaa Oreat .Brltala 11 

oov depeDclent 011 aotlon 'b7 the Ualtecl Stateo. WlllJ-nlll7, tba Ualtecl State• 

bol4• ono ond of tbe Se>al oo of Pate on vblob 'bal-• procarlov.olJ tbo futuro of 

the Brlthb bpln. !rbll lo, of couroo, ... u uDclerotood 'b7 tbo rultnc croup h 

Greet Brttala /jbo!J4> aot b7 tbe Brltllb people ae a vboli]. Tba Brltllb Go••,.... 
aeot to a,.... that lt to aot la a pooltloa to roolot Q_Ulcl pro quo cle-o f.-

tba trllltocl StatiO. OODCIIIlOIII b7 tba Brltlob Clo't'o.,...nt ln CODJltCtlon with 

accorclocl, tbo'Q&b l .D ooae .... , rel=tantlJ, for tba JrtUob are not roaq ct•on 

•••• aow conoclouo of pcot war polltlc~ocoooalc ancl otratoctc 

lapllcatlooo of a draetlc llqu1clatlon of .Brltltb OYt rooa'o aooeto. But tba 

fact r e,...lu that tba7 will 1n the laot &D&lJolt otancl ancl clellnr. 
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llll PLUI 

Pe1p1mc Y1a 11, a. 

Dated. Daoea'ber 1}, 1~ 

.... . .. 111)0 a .... 1llth. 

s.oretar7 ot State , 

516, lleooa'bar 1}, 4 p ,a, 

Vei'D&OUlar preoo here reporh that clur1J1C ~oterllar'• col>foreaco 

of tho Bola ll1Jl Yui, lluc llllh Oh1a, ll1roctor O...oral of 71.....,• J>f 

~llo llort h ChiD& PoUUcal .t.ffalro Ooaa1u1ou, pn follo..UC iatoraUoa 

Dalllo: 110teo1 Be eaid, with relereace to -Gonrnaeut'o .. tlaatee~r aon 

f1oca1 ,.ar that 1 .ar1ouo o14oo• hat roquoote4 1o..-uoo ol AD aiditioaal 

$}3(),000,000 ""rth of Jeclaral a. .. "' .Bo.lll< 110teo ..,, that -" thlo uouat 

hal 'beoa reJected. ao 'babe too larp a roquot lor h.....,• of DOtto Y&1u4 

at Jeilaral. lie .. "' .Bo.lll< $26o,ooo,ooo •• approYed. 1a opite ot tact that 

t otal _, ... rweliiUI llarbc Mn tiecel ,.ar 110'1114 UO'<Ult to oal7 Poilaral 

Ru o"' Jllal< $16o,ooo,ooo. 

llr. l'aDc &leo •14 that oiace the llta'bU.-at ot llorth Oh1aa roclaa 

three ~· aco a total ot J1 4oral lleeerTe .Bo.lll< $110o,ooo,ooo hat ben Oll>lllt 

by the OoYer••t; that U.e total - of JW4oral leeen• J11a1< DOt .. 

h.,.... to 4ota .. $700,000,000 1aclu41.ac $50,000,000 1a .,.!oo141u7 Mtea; 

ad that tba ooaU ..... puclla .. ot •tap1" '1>7 tba 'buk at tba f1D4 rate fll 

ombqp oon tba 'buk approlliat•l7 Jeilaral a.- Jaak $5,000,000 a .. atilt.. 

leat t o \he !MpanMat, a.pcted. to O'nllllr1DC• :&7 •11 to ft•tda 
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~ c~ ~ i... 
TREASURY DEPARTMENT .........,_, 

WASHINGTON 

"""'""''" ~oo.-................ """""" -...,..._.,. ---•-!.:·-:::::' ._.,.,. 

lfOOWDJll :ro 1ll! SECRETW I 

Dec•ber 13, 1940 

Pur.....,t to your recent request, stepe are beinc 
tal<.., ~ed.ia~ to euaine ell of t.be diatlllecl opirlte, 
wine, and a&l t bnerage l&belo prrrioualJ' app!"'YYd lJT t.be 
tonoer Foderal Alcohol Adainiotrat1on, with a Tiew to 
recellin& approTRls of &QT labels on which statements, 
designs, or rePJ"'oentat1ons are uaed which ap}J' oponsorship 
lJT aey diT1ai011 of t.ba Covon>Aillt or &.ppeal in OD:f lii&IUIIl" 

to tbe oerTice forceo, or which are otberrloe objectionable . 
For this purpooe, t.be recuJ.ar label ena1Mt1001 otatf baa 
be021 increaaecl b7 trensferrln& personnel !roo& ot.ber aect1ono 
ot t.be Unit. Since t.bere are nearly 5()01000 labele which 
w1ll ban to be enained incUTidually, 1t appears tbat 
this task will require approxiaatelT aix weeko. 

It is not beli..,ecl t.bat t.bere would be aey 
adnntace to inoreaai.n& t.ba label peraomwl turt.bar b7 . 
addi tiOIIal trensfera !roll outside t.be ~ t because or apace 
lia1tat10111 and beeeuM ot t.ba t.portance ot reotrictinc 
t.bis 'IOrll: to •pl07ees who alread;r ba?e ..,.. ~mdera••nd'nc 
of t.be lh>it1 a labeliDc ~-te. 

Stepa are also bein& taken to baYe point or sale 
and ot.ber looal adnrtisinc tborouchl,y onained b7 tbe 
lh>it•s tiald orsaniutiOII , with .. Yiew to prevent1nc t.be 
d1oseatnet1001 ot ad?ert!•inc ot.Uar to t.be Jrrq and I a..,. 
posters oiroulated in Pbiladelpbi.a. 

403 

.,. 
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TREASURY DEPARTMENT 
W~INGTOH 

C!l&1l'MD Ludlow of the 1ppropri&t1cu c-lt\ee bu 

~tee al...t 11p ill Ida beariap, ud be DOW adrl- tbat 

t.bq 1l1ll ban to cancel tbe appo~ tor lf.oadq. U 

oonn.U..t. to JO'Il t.bq wwlcl be alacl to baTI JO'Il at lO o•cloalt 

OD Tlaeeciq 0 OJ' 1t that dq 1& Dot. O<lll'f.ai..t. to JO'Il MJ'. LluJlow 

aaicl that azq dq that -., be coanDient to JOil will be 

404 
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PARAPH R ASE 

405 
CONFIDENTIAL 

.l telegru (no. 135) or December 13, 1940, trom the 

American Embaeay in Nanking reads substantially aa 

tollowa: 

It ia stated in Chinese newspapers in Nanking that 

the dratt ot the regulations or t he Central Bank or Issue 

has been reterred tor ooneideration to the Legislative 

Yuan in Nanking atter approval by the 1 Centra11Dl1tical 

Council' . Acoord1ng to intormat1on reoei ved tro!' the 

Frenoh Consul, Chou Fu-ha1 intormed t he rrencb Consul 

on t he morning or December 13 t hat the notes vb1ch would 
.... 

be placed in ciroulat1on on January 10 would be main-

tsined on a par with ourrenoy ot the Chinese National 

Government and that in the Nanking area both ourrenoiea 

would remain 1n circulation. 
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IRITitM lM ... atY, 

WAtM I.CTO•, D.C. 

lSt h December, 1940. 

Per sonal and Secret 

The Honourable 

Dear Ur . Secretary, 

I enclose herein tor your 

personal and secret intormation a 

copy ot the lateet report received 

trom London on the military situation. 

Believe me, 

Dear Ur. Secretary, 

Very sincerely yours, 

Henry Morgenthau , Jr. , 

pnited Stat es Treasury, 

Waah1ngton , D. c. 
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'!ala .... NMl..C tNa Loll4• 

4a-.ct De-t.er 11\b. 

407 

1. lth1••· Ia \be areaa Jan or \be S.4aa 

tronUor aact llou\b or "• ProYlMlal 'bolllldaf7 or 

lrl , ... rebel tlaada are ••.taa oouidereble \routlla 

\o looal IkUan 8DM'laou. 1\ h eoU•'-4 \be\ a 

a11l1- or olx Ikllan Colonial llrlpct .. are • ._.... 

Ill \baao oo\1Y1\1eo. 

1. l!ozal A1£ lorN. 11 &)1\ or \be 10 \ b/ll\b. 

81X\l-11ib\ 'boabero wore doope\obo4 \o 

D\kok \bo folloo1Q& \arao\oa 

J.tttlltiJ tvaH 
IaleJid por\ aa4 
oleo\rlo power o\o\1oa 

........ , 
Airtn(S 

In4uo\rlol all4 •-•·u•a&•· 11 boa'f)' 

.. uoaa u -41-
1. O!FZD A1r rona. 11p\ or Deo.U.r SUI/i\b. 

MoD4o4 ropor\ at••• oanalUoo in \bo Loadoa area 1111 

II:Ule4 M4 •r1C11Ulr 1a)aro4. 

6. Airerot\ ..... utoo 1a oporoUou oYOr all4 

troa \bo 1r1 \loll IolMI 

llfr!.r flp\oro 
Oao-.....r 

11. arUhlu 0.. 01041- ...-.r aiool ... 
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CON14'1DENTIAL 

""as-~ .... ::;:= ............ frl 
.. Uell, Ill 0 I 11,1111 

.._..., t1W 11e41, In rt 11, UIO. 

•er 
lo 'Dol o.nle ..... ,.... 11M -' U ;r"' Mw 

~a.-..wu•'s 'tea a ,_,ct. as.~ 

11M -... ""'• I te a ,_. 1'1•1-..S•-- •• twa '-'• 

M-- .. zrr 1M• J 'ldll ~ A&U Ww t'• • tld8 

~· 

~· 
Is *"""' .r ~ I Ofts. ¥r lllftl list , u I ... ... .. 

.. 

CONF'IDENTIAL 

408 
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,.._. ~ a. ll'i\Uil a\MDJI • lUi ._,ad. _. .u..r 

nalia ,_S."- • II 2 Utll - IJ4J _.... lir Mav ..._ 

..... -- aU \a. .... .. ., \Ill ~ ,_. ~' ..,_ lrl\lM 

' 2 • •---- •• u•ac IWU. ...,.. 

a. ~--·: •U- allw••• D• 'I 

u, -s.n.t w1 a,__. _., - tale ~ ~n_,. _.-... 
....... ..w,.siila -tale-* ... 7' ..... 1111\o 

~-~-~ ftaliSP'.,_.._.. .. , I_. 
M\l.u&.ll - 1-.. -· tale-- ......... ---' ~. 
a.~UeW _. ..,_ .,_. • : ww .... _. \Mft--. 
tUtiiM- I I 

ll'i\Uil ~ - Jl'itaia ....... _, ailla' el Di I 2 I U. 

- ue..n ltlf/l,. JIIU~· 
). loiftac -~ ~----~­

......... "'-- 2 .. ... ...... llrl\A* ft-- .. trOTed 

_ _,..._ed _ ..... 

CONFIDENTIAL 
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CONFIDENTIAL 
4- AWMlflf ........ IWiallll'll .... ._ ............ 
•· .. zws.- a•- • 1 ..... 'llr 1r1ua .a-

- IUQr •ealr I 01a tlla lllllllr .... W .. *Ua Ullr 

,.,_ ................ _ ......... -'-• 1\aUaftJl I ---&!·--·,-,_ ..... .,_ ... ._. 11 c 
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TREASURY DEPARTMENT 

CONFIDENTIAL 

lol4 "' -1'01&1 •• .., ...... 
hrolla"t fr,. -ro1&1 ooaoiOl'lla 

loll \o -rola1 OOIOOIOl'lll io 2,000 
hroba"t froa -roi&l OODCII'III io 1,000 

01odJ11 (lfoO\aUoaa for Ull etbor cnarNMlu 1111"11 

c .... , •• dol.lu' ..., .. ,_ 
hellall llr­
blob.-rk 
I.U. 
.A.rc-\1&1 ,. .. ( tHe) 
~llaa lli:U.h ( tHe) 
llazlcaa ,. .. 

file ,_. la ._ • .,.1 -. 1/}21 ~ a\ ~~~. 

n.r. -· .. pvGI!a ..... ealel ~ pll. ·-·" ,, ....... 

la ov .. .,. .. ,at Oo\eHr u, rater--._.. •• .- u.a. J'U4'• puo~o&eo 
200,000,000 ._•lllU llilreb fr• tiM :aa.e .. :.r.Dl •• tleo&l apa\ at \M 

ri'&IIU :Iaa ~-·· HJI'IIIa\lJII \M flre\ .................. \lla\ \oolt plMe .... 
hrae M4 ooMiUoae at ua. ape-\ "' tonll 1a \M leU• da\M ~.15 ... ·~19•).i7hiL..., 
\u 1111"•\117 at ua. !rea_, w u.. lllale\er at :rt.M• at lradl, aa 

11Mlf1M, 1\ wtU 'M rn·IW \11&\ \M U,l. -.sftlld at .10,000,000 •• -"1\M 
\U ... _, at .......... bull &I flaeal ..... ., ..... .usa. .... ' -
Mob at u.. ~ ~a- •• Juk at ... ferll. flda7, tM laMe a ._.u .-1111& 
hMra1 .. _ luk at In fldt \o .. M\ '"• _ .... • \M 1'1611'&11• -..... 
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$5,000,000 , wl\1> *!ell \lot »-11Uaa ll&ak h to repvcllaoo 000 t u of U>o 
!rtlo ool4 to tlot U, l, PaD4 - October 11, llaYiJic rect1Yo4 tho !'roo......,.•o approY&l, 

rt4orol Jtoool'ft Jaalr: deo rot-4 to tho 1014 &OCO'O.Il\ of tho Juco 4o Jrolll ao 
agoa\ ot tho Jroslll.aa OonrDMa.t f5.~. 5}1, 17 ot t ho $10,103,967,711 ""r\1> of 

w!licb 11&4 11ooa oot ao14o 1A Oo\ollor ao co1latord, Attor oo.ploUoa of tho 
oporoUoao, tho U,l. J'aa4 bol4o 100,000,000 J ros1l1aa ailroh, oq\11\'dn\ \o 

S'i.<IIOO. OOO, an4 tbe Ydv.o ot tho Jros111aa col4 bold. 117 tho lo4oral llooorn Jaalc ao 
eolLottral h . 5,063 ,1129,57. · 

II&YlDC rocdnd. tho !r&&IIU'71 o aathori\7 Wld.or both tho Oold. llosorYO Act and. 
ht•cu·t h·o Ord.or llo, 1}89, ao -D4od., tho hd.oral llosoi'YO llaDk of Iew York offeoto4 

followloc \l'&llatoro ot cold. 1a l to Yaulto to4arl 

$1,122, 000 froa tho &CCOIIA\ ot tho llaUoD&l I&Dk of llol>&&l'k to J,I,I, 
J.ccOWl\ #2, Ool4 1a J, I, S, .lee OWl\ 1 2 h owao4 b7 tho 1.1.1, 

1,119, 000 froa J. I , S, .leco1Ul\ 12 to t ho aoco1Ult of tho kUoaal Jaalc 
of tbe Uacdo• of l'll&oolam, 

traaator o .. r•l7 ropuoeat a .gol4 parcllooo froa tbo llaaiob laDk oa4 a cold. •lo 
tbo YucooloYi&Jl J&Jlk liT \ be J,I.S •• &Jl4 4o DO\ approclabl7 clloac• \bo col4 bold.loco 
the B, I , S, 1a ••• York, !be J ,l,S, palo!. tba lloaiob Jaalc 1a 4olloro wltho!.na fr• 

Ill 4o1lor &OCOUil\ at tho lo4ord, &Do!. paJII"'t t o tbo J , l,S, b7 tho Yqool&YiaJl Jaalc 
oettloo!. tbrOQCb \ho boon of the J,I, S,, probabl7 in SWill fraaco, 

!be lo4orol llooorn JaJlk of ••• York Cl'&llh4 \be O.atral JaJlk of 11 Soln4or 
thro.-aoath 1oaa of $25,000 71o\oro!.a7, ootUac ao14o ao collateral $28,519 1a cold. 

tho Solftiloroaa Jallk' o o...-rkld account, 'l'ho t otal of tuCh loaao DOW ov.htoad.lDC 
luo>unl;a \ c $922,000, ·-·' 117 $1,0)2,}}6 in cold.. 

Tho Joaba7 cold. prlco •o uaclotyCed. at \bo oq-calYaloat ot $}3,83. lilnr 1Jl 
•o l / 16; hicbor at U>o oqo.l\'doa\ ot 112. 92;, 

Ia Loa4oa, tho prlcoo ti•d. for opot &Jl4 forard. libor woro both nMboacod.. 
22-7/84 &Jl4 22-l}/164 roopoct1nl7, !be d.ollar oqo.lnln\t wore 111, 51!1 &Jl4 111, 112;, 

1!aao1;f uti. ~·• oo\\~\ prlco for forolp lil n r •o nebncod at 311-3/11;. 
!rtatral')' 1 o parclotoo prlco for forolp oU n r •o aloo naehago4 a t )51, 

l o •4o f l Yo puollaooo ot oilnr totalloc 5«l, OOO ov.aeoo 1111o4o1r \be SllYor 
!Vchlaoo Act, ot tblo __ ,, 355, 000 oaacoo roproooahd. oaloo froa iaYOa\01'7, aad. 

rt~•i•Dh'l 225 , 000 ouooo coaolo'od ot aow procbao\loa fr• forolca cGUtrleo, for 
Icr-••• 4olh01'7 0 

It aloo puollaood. )00,000 oliDCOO ot 1llnr froa tho Juk ot Coaao!.a u1111&r ov 
lf.UliLr IIOD\bl7 aero-\ tO ~up to '1,200,000 OWLOIOo So far thio aoath, W0 ban 

oo4 500,000 o-•• froa tb&\ eovoo, 

_7Y·??fV 
CONFIDENTIA~ 

i Regraded Unclassified



41.3 
TREASURY DEPARTMENT 

DAft Do I 'U l}, 19110 
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December 14, 1940 

Wr. Morris Wilson representing Lord Beaver­
brook, called on me at 9:06 t his morning. He said 
that Lord Beaverbrook wanted me to know that in view 
of the interest of tha President of the United 
States in getting SO planes to Greece, that be (Lord 
Beaverbrook) was prepared t o send at once SO new 
Defiants to Greece, and put in the card of the 
President of the United States to accompany these 
planes . Yr. Wilson also said that at some future 
date the English 'would like to get another SO P-40s, 
but Morris Wilson wanted to make it plain that as soon 
as Lord Beaverbrook knew that President Roosevelt 
himself was in the picture, he said, ~. of course, 
I will drop all technicalities and help ln the situa­
tion.• (At this time, I was not aware of the fact 
that President Roosevelt evidently had made no 
promises of any kind to the Greeks with regard to 

planes . ) 

U6 
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December 14, 1940 

Before t alking to the Greek Minister this 
morning, I telephoned to Cordell Hull and told him 
of my message from Lord Beaverbrook. He said it 
we.s all ri~ht to transmit this to the Greek l.!inis­
ter, provi ed that I made it perfectly r.lain to 
him that we wanted to know, if the GreeKs accepted 
these 30 English planes, whether they felt our 
promise to them was completely fulfilled . 

41.? 

I then told Hull t~at nobody in my shop had 
given the Greek Uinister any promise, and that I was 
curious to know had he (Hull) heard from the President 
in regard to this . He said, "llo. " So I said, Well , 
did the President conununicate with Welles or Berle , 
because both men had been in touch with my shop on 
this subject ?" He said that he didn't know but he 
would find out. 

Then Ur. Bull went into a long talk that 
I was the only person who could convince the 
President that he must do something about preparedness 
in this country, particularly on planes, because I had 
all the figures . Well, I told Cordell that I could do 
my little bit, but that he and others would also have 
to convince the President and that he (Bull) would 
particularly have to convince him as to the seriousness 
of the world situation. 

Hull told me that last night at the Manufacturers ' 
Association the man who got the most applause was Gen-
eral Wood , the so- called appeaser . Bull considered the 
whole situation extremely critical. 
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December 14, 1940 

The Greek Minister told me this morning that 
about e month ago he celled on Mr. Sumner Welles, end 
asked for 60 planes . During that end subsequent con­
versations , Mr. Welles tol d him he could have 30 pl anes 
from the United St ates A~. Mr. Welles refer red the 
Greek Minister t o our armed services and, at no time in 
reporting his conver sations between representatives of 
the United States Government end himself, did he bring 
in the name of the President. It is quite evident to 
me that no promise from the President was communicated 
to the Greek Government through the Greek Yinister. 

I very carefull{ told the Greek Minister 
that I had a message from ord Beeverbrook, via Morris 
~ilson, that the English were prepared to ship 30 
Defiant planes at once to Greece and that the English, 
at some future time, wanted an additional 30 planes 

418 

from us. I told the Uinister that I personally thought 
it was a very good bargain. He said that speaking for 
himself he thought so also. I said that we would like to 
know a3 soon as conveni ent whether the Greek Government 
would be pleased wi th this transaction and consider that 
it wo.s a fulfillment of our promise . He said he would get 
a message off at once and let me know. . 

Regraded Unclassified
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Deceaber 14, 1940 

Sir Fr ederick Phillips called me this 
morning and said he was working on the figures 
as to how much money they had and how long it 
would last . He said he wanted to ask me what 
rq beat estimate wu u to how long it would 
take to get the neoeaaar,y legislation through 
Congress. I told him I couldn't answer this 
question becau.se I h&'t'e to ewai t the return 
of the President, at which time I expect to 
discuss the ways an• means with the President 
fully. Sir Frederick said that in view of the 
fac t that the President will be back in a 
couple of days, he will be glad t o wait. 
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December 1~, 19l!o 
2:20 p. m. 

426 

R.!'.Jr: Hello. 

Prime MinUter 
I!Mitende 
!C1ng: Hello. 

l!.l~ . Jr: Morgenthau epeald.ng. 

!C: 

!!.Y. .Jr: 

!C: 

H.!o! . Jr: 

Jl: : 

P.:.M.Jr: 

X: 

!1 ,!-! ,Jr: 

X: 

H.!~ .Jrt 

X: 

Oh, hello. Can you hear me all right' 

I hear JOU tine . 

Oh, t1ret rate. I received a message trom 
Churchill today. In it he says: "Your telegram 
ot December 11th, 8Q very grateful to you tor 
helping me ·about Purrta. Cabinet proposed to 
meet JOur point about h1e relatione vlth the 
Ambaeeador on bae1e ot independence but subject 
to harmonious cone~ltat1on.• 

Ob, I see. 

Alae, all this ie nov influx. Lothian le grievoue 
loea at t b1e juncture, but 1t will clear up the 
point about the independence all right. 

Oh, I d1dn 1 t ltnov tb~tt you were going to - that 
JCU took me that eer1oualy and paeeed 1t on. 

Ob, vell, I wanted to play aate - not take any 
chance. 

Yell , I really thought 1t would be a great 
Ilia take. 

Yu. I agreed with JOU and that u vbY I took 
1 t on mJIIelt, I told him that I wae Just tak1q 
1t on m,welt to 1nd1oate what I felt - there 
waa likely to be a a1tuat1on, JOU aee. 

Yell, I think 1t 1 a ••• • • 

Bente will be land1n& th.re thU week and I 
thoqtlt 1 t would be well tor h1a to have a good 
talk with How, that Ron underatood the 81tuat1oa 
prett7 well. 
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"J • • • • J ... : 

r : 

!' •..• Jr: 

"' ."' . Jr: 

.. . 
~ . " . Jr : 

... 

.. , .. , .Jr: 

':.l' , u , Jr: 

.. . .. . Jr: 

.. . 
'! . " .Jr: 

Y: 

:~ . · ' . Jr : 

- 2 -

Yes , he does. 

But you know I just FOt nretty bed news . 
The ship t ho t Howe \/no on ~:as toroedoed. 

Re~tll~. 

\le don ' t '<l'ol'l yet Hhother ho has been se ved 
or any on board hove been eaved. 

Oh . I I"' nroolted. 

0h , it ' s terrible, yes . 

I ' " s"oool<ed. 

~e is }00 ~lee fro~ the coas t or Scotland 
wl:!ch g i ves ne a li t tle ho-.e . I! it t<ere about 
100 miles off the oonst of Irel~nd I ' d feel 
very concerned but I - the word cane f irot 
that t hey 11ere being ~tttooked, t hen lat er thrt 
she had bee n to~edoed ~nd then nothi ng further 
h~ s cone . Tha t wee ear ly this norn1ng and we 
haven ' t hear d ony word today nnd >~e oen •t ge t 
a ny further word. Be n terrible loss i f poor 
Howe is gone • 

Yeah. Well , it is a t errible time tor everybody. 

Fr1r.httully terrible, yea . l'y , you =st have 
been shocked a t -.oor Lothia n ' s dea t h . 

Yes, it was so une:r.nected. 

Oh, terrible . 

So unexpected. 

Yes , and he ' s such a fine fellow • 

Yeah . 

By the way, you mi ght be interested i n the 
balance of t his telegram trom Churchill. 

Yes , I t·rould. 

• 
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He says: 'I am sure you will be ~lad about 
Libya. We must be doubly thankful When we 
remember where we were tour months ago. I am 
very glad we ran t he r111k in the teeth ot the 
invasion menace of sending our beat tanks to 
this distant battlefield. Consequences ot 
vict ory may be tar-reaching. We must be worthy 
ot t hem. • 

Yes. 

They've been pretty nluoky about parting with 
some ot their stuff there to send it ott to 
Italy or ott to Africa. 

Very. Well, this t1~e 1t vaa a good gamble. 

Oh, eplend1d. Hasn't 1t been• 

Yes. It has encouraged us all dcvn here. 

Yes. Well , t hat's nice to hear. 

Mr. Pr,1me M1n1ater , it you would send tor 
Clarke, who I t hink lett here yesterday, he 
could give you a picture ot what I ' ve been 
doing this last week • •• • •• 

I '11 be glad to do t hat. 

••• • • which I t hink would interest you because 
i t•a pretty i!!!p<lrtant on the financial trent, 
and he eat in on some ot the oonterenoes vith 
Frederick Phillips. · 

Yea, vell, I have lett vord t or him whenever 
he gets here to oome and see me Just after he 
has had a talk vith hie Minister. 

And there vas some particular thing t hat I 
asked h1m t o tell you. 

Yea. Have to get t h8t. 

I mean, I sent a •eaa8ge to you through hi•. 

I see, yea. Well, thank you ao IIUOh. 

428 
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Clarke was very oonetruotive and hie a ttitude 
vae excellent. 

Ob, I 'm eo pleased to hear that. 

H1a attitude vaa exoellent. 

Yea, and he ' a a good- he ' a a very able servant. 

And we were glad t o have him down here . 

Oh, I'm eo ))leased t o hear t hat . Many thanke . 

Right. Well , thank you and ..... 
By the way , I vas juet going to aay I nearly 
oaae down Qyaelt. 

Oh, really. 

If I coul d have managed it, I would have come 
to Loth ian' s funeral on V.onday. I t hought of 
it, in fact intended yest erday - he wae t o have 
d ined With me here t onight. 

Oh, for heaven aakee. 

Yee, and to have t!Mit ay colleaguee t hill 
afternoon. 

Oh, t hat's t oo bad. 

I would have gone down but unfortunately 
it 1 a out of the qaeet1on nov '111 th &hie word 
about Hove, but t here have been other things 
t hat have kent 11e ae well, but I bad 1t all 
olanne d the day before t o eend you a line to 
•ay that I'd be there at t he tuneral an4 
probablJ' on Monday. However, I ' ll be getting 
down there eo11e day again. 

I hope eo aoon. I hope when you o0118 1t '11111 
be on a obeertul m1ee1oa . 

Wel l , thank you, indeed. You'll be eeeing the 
President, will you tell bia that I bad naarlJ' 
turned up! 
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I' l l do that . 

And give hlm my beet wtehea. 

I ' ll do that. 

430 

ML> y I extend rny good w1Bhe B to !Ira. !lorgen t hau 
and yourself and your t amtly tor the approaoh1ng 
oeaoon? 

Thank you so muoh. 

All rtght . 

Thank you. 

Good-bye . 

Good-bye. 
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D.A'l'E: 

no.: 

COPT 

American E•baaoy, Viab7 

Dece~ber 14, l94o, 5 p .a. 

846 

Caaablanca1e no . 236 of Dec. 13 , 5 p.a . 

Pleaae co lifer vi th t he "!>!>r opria te aut lloritieo and. 

poiut out tbio ConM>Mnt 1 e iutereot iD thit report: 

obtain a' 1 t he iD!ol'l!lation 7011 eau recard.in& it an4 i ta 

pouible 11¢t1cance, partieu.l&r~ r •,.r4int; the re­

spec tive pu.rpooa tor vhicb t hla gold. eb1pmont vill 

bo uae4, an4 on:r further 4etaih ot a 111At&r1al uature . 

S:!'ii S:AI! PJ./D 

l!A:MSO 

1131 
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PROIJUC?.'S 

llltl and Gn• 011 ( 1nc1u41n&:: · 
01eoel on) 

Blented or C.U1forn1a 
£10> Oct ane Cru4o0 

.Ill Other Crude 

GOJOli&e A.•• 
~P.JOllnt ll" 

Other o .. oollne 

011 -

b1at1on Lu'br1c,.t1ng 0 11 .. 0 

.Ill Other Lubricating 011 

'5ooattra1 , tw:h a• l eo­
Oe~, lao-Hexane, or 
ho-Pen~e 

Veeit aDded December 111 , 191io 

252,565 Bbh. 
7,138 Bb1o. 

162,151! Bblo. 
71,976 Bb1o. 

338 Bb1o. 
101, 1158 Bblo • 

lWSSU 

: Office of Merchant Ship Control , 'rreoour.Y Depart•nt. 

SP.Uii 

67 ,000 B'bls. 

QUA! BRI'rAlll 

80 ,000 Bblo. 

78,000 Bblo. 

99 Bblo. 
100 Bb1o. 

December 16, 191io. 

l."f 1111terl.U troll vhlch b7 co-rclal 41oUll&t1on tblre can be oeparato4 
"'•• than 3 percent of aTiaUon motor tv.el, lo'drocarbon or ~4roearbon 
•~ture- Preeldent. 1 o reculat.lono of Jul7 26, 1911o. 
u ... uon o ... oune . 
1t 4ot1ne4 1n tho Pr0114ent.'o reculat1one of July 26, 19110· 

I 
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PARAPHJWI! OF TELIOI\AM RECEIVED 

FROM: Allert can Eabaeey, (Parh) V1oh;r 

DATE: December 14, 1940, 7 p.m. 

NO . I 11:59 

FOR TREASURY FROM MATTHEWS. 

• 

433 

This afternoon I had a v1e1t !rom Roger Aub,o1n or the 

Bank tor International Settlementa. He had been 1n Par1a 

tor several weeks tor the purpose or arrangl.ng some method 

of P&Y'IIlent for the French shareholders of the Bank 1n 

occupied France, and had Ju.et returned . 

.luboin told me that somewhat paradoxically, the Germane 

have, under their orders against tore1gn exchange transactions 

1n the occupied area, made it impossible tor the shareholdere 

to be paid in the French tranc equivalent or Swiea tranc 

dividend&; there is, on the other hand, no legal obstacle 

to tranererring tunde to the occupied area trom the unoccupied 

area. Therefore 1t vas hie euggaet1on that the dividends 

be paid to the Bank or France at Olenaont-Ferrand 1n Swiu 

trance, einoe dollar pa)'llente are blocked, and the ehare­

holdare residing 1n occupied Franca b e paid the equivalent 

in French trance . At present the Bank or France 1a in 

such a timid trame or mind that it vaa reluctant to make an 

approach to the German High Coaiuioner in Paris . That 

vae vh)- .luboin b1ueU vent to Paria. He took the matter 

up Y1th Yoet, 'llbo VII quite agr .. abla to th1a procedure attar 

he ha4 llada oart&1n that no order of the Dav1un Sbbuta 
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!Caauaondo vaa violated thereb;r and that he voul.d not have 

to oonaul. t W1 th the m111 taey. Xoet ot the German unam1al 

authorities 1n Parle he found t o be ot a deo1dedl;r med1oore 

type, wh1oh aomevhat eurprieed him; he eaid that th1a vae 

the general Frenoh impreaaion there also . 

Auboin oontinaed what I have been told b;r othera , 

that there ia grov1ng eagerness on the part ot the Genu.na 

to bu;r into 1nduatr1ee 1n l'ranoe through util1r.1ng the 

heavy balancee the;r have been aooumul.ating 1.n the Bank ot 

Franoe, whioh he eai.d now amount to 40 s1111arde. Suoh 

procedure i a frightening aome ot the FrenCh induatr1aliata 

who are moat d1epoaed t o 1oollaborate• wi th the Ger mane, 

for nov they realize that they t hemselves may well be 

al1m1nated troll the p1ot ure when German interests purohaae 

atook control in their oonoerna. 

Auboin raoited a gloo-:r pioture ot the eer ioueneaa 

ot un8J1Plo;raent in oocupied l'ranoe , and the practi cal 

stagnation ot induetr;r ther e . Fournier, the f ormer Bank 

ot Franoe Governor, ie now head ot the Frenoh national 

railway eyatea. Aubo1n had a long talk With h111, and waa 

told that he hae onl;r &0 p erqent ot thl tor~~er :Frenoh rolling 

atoolt ot the ra1lwaye. l'renoh rail oar loadings are at 

pre .. nt worltlng at a rate ot onl;r 10 percent ot norul 

on the averac-, it the loading• ot French induatr;r are ~ 

gaup. Be said that toodatutt arnval.a at the CIIP1ta1 are 

ooll' & perqent ot noraal; text1181 are eosnhat h11!ber , 
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being 20 peroen' ot nor.al. 

END or MUBAGI: • 

• 
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TO 

,110 .. 

subject: 

l. 

2. 

TREASURY DEPARTMENT 

DATa Deceaber 1~, 1~. 

Seoretarr Morgenthau 

ur. '!/hi te 

Information with reapect t o Bri tiah aalea ot securi t i ea. 

To bring our information up to date (and incidentall7 
to explain the large discrepancy between our t1gures 
on the value ot British-held Aaerioan aecuritiea and 
those supplied t o us) -- it would be verr helprul 1t 
we oould have t he preaent holdi ng• ot Britieh eeouri­
t 1ee 11eted b7 amount ot speo1t1o seour1tiea, sLallar 
t o the l i st they lett with you laet rear. 

To enable you t o keep track ot the act ivitiea ot the 
sales ot Br i tish-held securiti es and provi de tactual 
baaie t or subeequsnt di souasi ons, it would be verr 
helpful it each week there could be included i n the 
report ot total sales now submitted to us b7 the 
Bri t 11h1 

(a) An i temized 11at ot the apeo1t1o seouri­
Uea aol d; 

(b) Their aaount and price; 

( o) 

( d ) 

'!'he speo1tio da7 or the a ale; and 

'l'he broker or agent through whlch the ~ ) 
aa1e was etteoted. 
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<137 
Mr. Morris Wi lson lett thi s with 
the Secretary at t he latter' s 
house on Saturday, December 14, 1940. 

(Copies were sent to The President , 
Secretaries Hul~, Stimson, Knox and 
Mr . Knudsen on 12/16/40) 
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Stooka 

(Burrica.,., Sp1ttl.rea, 
WelliActofl , Blenhea, 
Wbitlq A IUpden) 

Sept. 27. lOY. 29 

4-. I !5 

I .8. Planes ah1pped to other theatre& of 

war bJ Br1t&1.o were !A~luded 1A S.Jr 

teaber flcur••• but not 1A IOYeaher. 

(n>eae nuabered )74 1A period troa -

to IOYeaber.) Conaequentl,y apronii8Dt 

bete- Septa•ber and IOYeaber ia p-Mter 

than apptara at f1rat claDe•. 

Pilote ~- I o I 

-
c.a.o. 

1.8 . Pilot-·~ last qurtar aballt. 400 1*' 

_th, allorilll tor half _,.,.ted retundnl 

• 

, 
, ... 

, 

,., 
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TREASURY DEPARTMENT 
439 

If~ 
{/ 

s.t~tarr Moraeat.lln 
11r, Ooollru 

CONFI DENTIAL 
ll.ocleto.-4 otorlille traaucUoaa of tho raporUac beal<o wra aa follewol 

So14 \II oo-rolal co_,.o lo2'} ,000 
Puobaaa4 troa -Nlal ao-rao 1.12.000 

()pta Ulkot owrllac wu 1(110\M ai II.OJ-Jfll tllr...,._t tba aom.ac. ~ 
.. uou of U.. raporUac bub were ao tollowo l 

So14 \II oo-rcial conc•m• I. 5,000 · 
l'llrollaaa4 froa co-rolal oODoorao 1.20,000 

'!Mra waa no chaaca 111 1(110\atlollo for tho other ourrnclu . Oloola« rowo 
u tollowu 

Oua41u 4ollar 
lrioo traao 
lwe41 ela kroll& 
leloll.-ft 
Lira 
.&rpa\1all p .. o (frH) 
lru111u lll.lreh (fno) 
lle:dou peeo 
Oll'baa ,. .. 

"• eo14 . 12, 000, 000 la 1014 \II the 1aa1t of lloxloo, te 'bo 8ll4e4 w Uo ............ 
accout . 

Jo uw •14 "PI •\a wra NpOrtet w u w4q. 

~ loa'bq p14 prtoo waa ........ a\ the ..-1nloa\ of tJJ.C), aal oUftl' 
wu l/16' lllct~or a\ \lla ..Uftl.•t ot 112.9"· 
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TREASURY DEPARTMENT 440 

INTPOI'PICa COMMUNICATION 

TO 

'"o.. Mr. \ 

Mr. 'l'h~mp1 

In tur r e1pon1e t o 7our requeat ot Deoember 26, 1939 , 
there 11 eubm1tted herewith t or the D1Y1e1on ot Research and 
Stat1at1oa a a emorandua 111t1ng, with br1et deaor1pt1ona, the 
studies or pro ject• ooap1eted or under vq, and the naaea ot 
persona working on each, tor the month ot RoYember 1~0. 

• 

I 
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DIVISION OF RESEARCH AliD STATISTICS 

For convenience of r eference, the studies listed are 
grouped under general subJ sot heads 0 

The names sho~tn for persons working on eaah orojeot 
include only thos e who participated fairly directly, as 
explained in the int roductory note to the corresoonding 
reoort subml tted on Deceober 2S, 1939 o Uo attempt has been 
~ade to cover also persons whose responsibility in each 
particular case was mainly in planning , supervising, or con­
sultin&o 

Financial Analysis 

I. Projects or studies completed 

l o Review of current developments i n the high- grade se­
curities markets was prepared, and a memoronduo was 
transmitted to t he Secretary on Nove1~ber 27 o - Mr. Haas, 
l:ro Murphy, Mr. Turner, Mr. Purvis 

2o 

This review contained, i n addition to analysis ot the 
cur r ent sit uati on, the following special study : 

Analysis ot allotments ot cash subscript i ons 
to Government securities (page 4) . -Mr. Turner 

Yield rates on United States securities, direct and 
arsn teed on the basis or over- Elie-counter ciosin 

guo a one were c c a e y. ese were s~arized 
eaCh day i n a table showing t or each issue the closing 
orice and yield that day, t he change in price and yield 
from the oreoeding day and the price range since dat e 

441 

of issue and also tor the years 1939 and 194o to date. 
A chart t or each i ssue was kept up to date showing re­
cent daily price and yield figUres together w1 th coiD­
parative monthly data si nce 1933 or since date cf issue. -
~:r . Brown, Mr. Moody, Mr. !Croll 

At the request ot the Secretary, arrangement s have been 
made to secure p eriodically from the British Purchasing 
Ccmmieaion cer tain information reCi;rding purchases i n 
the United States by the Bri t ish ire. - }&. Haas, 
Mr. L!ildov, Mr. M&roh 
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Veekl7 statements are received covering in dollar 
volume the it~zed purohaaea b7 Britiab Eapire 
Governments through the Commission, the itemized 
purchases made b7 these Governments w1 th the 
knowleqge ot the Commiasion but not through ita 
taoilitiea, and inquiriea made by the Commission 
or With its knowledge tor tutura purohaaee. 
Similar statements are received showing, by 
itemized contracts, the dollar volume ot deliv­
eries made With respect to orders placed by Great 
Britain through the Commiasion. The details with 
respect to orders and deliveries are olasaitied 
b7 some twanty-tive oommodit7 groups designed 
eapeciall1 tor the purpoae. 

These data are renewed and edited in the division 
each week and a report ia t hen prepared sumoarizing 
the information on orders and deliveries, by com­
modit7 groups. This report consists ot eight state­
menta: the t i rst three summarize orders placed by 
the individual governments ot the British Empire 
tor the current week and ~~e to t als to date; the 
next three stat ements summarize total orders or 
the British Empire on a historical basis; the 
last two statements present data on deliveries 
with respect to orders placed by Great Britain 
through the Britleh Purohaalng Commission . These 
weekly commodity statements were prepared on 
November 7, 1~, 21, and 2g, covering 1n each case 
orders placed ln the second pr eceding week and de­
liveries during the third preceding week. Copies 
ot the complete reports were tranenitted according 
to instructions by the Secretary. 

Tne Commission also supplies the D1v1aion each week 
w1 th the data required to prepare statements giving 
the details oonoerning the physical volume ot air­
plane and airplane engine orders in the Un1 ted Statu 
b7 the Bri Ush Empire. The material tor these state­
mente it contained 1n a group or worksheets prepared 
b7 the Coaaission, but it ia necessary tor the 
division to consolidate and coordinate the informa­
tion contained in t he Commiaaion•a atatementa. The 
tin1ahed tables show, b7 companies and b7 t7Pe or . 
plane or engine, the volume ot orders plaoed and the 
voluae ot deliveries made, (a) in the period between 
June 193g and the beginning or the war , (b) by monthe 
begi nning W1~ Septeaber 1939, and (c) b7 weeks t or 
a curr ent parted. Other tables show the number ot 
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planes or engines on order and t he scheduled 
del i veries made with r espect to t hose orders 
Similarly, tables on options show the number. 
ot planes or engines under option and t he de­
livery schedules. Spare parte are now segre­
gated from complete unite and data concerning 
orders, deliveries, untilled orders and ontiona 
for spare parts are listed in eepar~te tabi ea 
for airplanes and for engi nes. Orders for second­
hand planes and engines and deliveri es thereon 
as well as scheduled deliveries , ;1 t h respect t~ 
unfilled orders, are shown in separate tables. 
Suouary tables show, in one table each, t he moat 
i mnortant informat ion on planes and on engines , 
r espectively, and also pr esent 1nr oraation con­
cerning t he nll!lber ot nlanea or en{;lnea W:Uch 
have actually been shipped out ot the United 
Stat es , and the country or destinat ion tor both 
planes and engines. These ai r cratt reports were 
prepared as or ::ovember 2, 9 , lo, and 23, and were 
tranocitted according to instructions by t he 
Secretary. 

Renorte are prepared each week eho>~ine; comm1 t :nents 
by the British Empire Governments tor capital ex­
penditures in t he United 6tnt es and tor extra­
ordinary charges designed to expedite deliveries 
trorl United States compani ee. The data f or t hese 
etateQents are pr ovided by t he Co~isaion but t he 
tabl es actually are prepared in t he division. 

Duri ng Jlovember tables showl ng oa, i t al co::nr1tmenta 
as or October 26 , !love::rber 2, 9, and l o, were 
pr epared and were transmi tted according t o in­
s tructions by t he Secre tary. 

l·:onthly statements also are prepared 1J1th res;3ec t 
to certain activities ot t he CoMmiss i on. One ot 
these statements shows t he physical volume or 
iron and steel purchases by, and deliveries to, 
the . British Gover~~ent in the United States and is 
also prepared monthly tror4 data supplied by tze 
British Purchasi ng Comoiseion. The resu lar 
monthly report was not prepaved this month be­
cause ot a rev1s1on in the data but the new 
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report as revised is now being prepared. This 
statement will show the United States mill 
schedule with respect to British orders ot 
selected iron, steel, and al loy materials. A 
similar sohedule ot British purchases ot 
ferrous metals, terrous alloys and other metal 
alloy products is also being prepared. 

444 

(5) Intort~ation supplied by the British Purahas~ 
Commission is nov at hand t or t he prsparation 
ot addi tional statements oonoern1ng contractual 
deliveries on orders placed by the British Emoire 
in t he United States tor (a) e~losives and 
propellants, (b)• toluol, (c) shells and bombs 
(d) small arms ammunition, (e) ordnance, ' 
(t) automatic small arms, and (g) sub-machine 
guns, revolvers, and ritles. 

4. At the request ot the Secretary, arrangements have 
been made to secure periodically trom the Netherlands 
purchasing missions certain information r rgard1ng 
purchases in the United States by the Dutch Government, 
and Lindeteves , I no. 

\ieekly statements are rsosi ved coveri ng in dollar 
volume the i temir.ed purchases by Dutch Government 
purchasing missions in the United States, and the 
volume ot deliveries made thereon . Similar statements 
are reoeived concerning the activitiee ot L1ndeteves, 
Inc., a large private commercial organization operating 
in the Dutch East Indies. The deta1le with respect 
to orders and deliveries tor all ot these purchasing 
agencies are claasitied b;r the same tventy-tiva com­
modit;r groupe used tor reporting orders placed b;r the 
British Empire in the United States. 

These data are reviewed and edited in the division 
each week. Reports are then prepared eUIUIBI'1r.1ng 
the information on orders and deliveries t or (1) the 
Dutch Government purchasing mieaions, and (2) L1ndetevee, 
Ino., olaee1t1ed by commodity groupe. The tirst reports 
on theee data are now in process ot preparation. Th~se 
reports sUIIDiarir.e separately tor the Dutch Government 

' 
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purchasing ~issions and Linde tevee, Inc., orders 
pl aced in r ecent weeks, deliveries made during 
the oame periods, and t he delivery s tatus of to"al 
orders reported. Reports have been r eceived from 

445 

the Dutch Government miasiono showing unf i lled 
orders a s of Sep tember 28 , 1940, and orders ulaced 
during the successive weeR& t hrough November · 2 and 
dell very data are expected to be r eoei ved >ti thln a 
!ew days . Reports have been r r celved fro m Llndet eves , 
I11c ., showi ng unfilled ordere no or October 19, and 
orders ru1d deliveries weekly t hereafter t hrough 
l!ovember 23. - Hr . Lindow 

5. At the reouest or t he Secretary on !!a~· 23, arrange­
c ent s 11ere wade for securing weekly until Seute:tber 11, 
ar:d after t hat f ortnightly, from more t!lan f orty a1 rolane 
and ai;plane engine manufacturers data on deliveries, 
new or~ers, unfilled orders , and e stl~~ted delivPr1es 
br t1onths on the unfilled orders. Aniilytica:J. tables 
are prepared every othe r week showing this information 
by t yue of plane or engine and b:r olaas of purc:~aser . 
::\~ports for t he f or t ni ghts ended llovecber 9 and 23 , 
11ere pr eTlared on November 13 and 27 , and uere trans-
nit t ed accor d.ing t o ins tructions by t he Secretar y . -
l.r. Haas, l·!r . Tickton, !!r . D. J . Leah:r 

o. At t he reques t or Under Secretary Bell, various memo­
randa and charts were ur euared for use in the Frida~ 
di scussi on group, considerinG matters of gener81 i n er­
ec t I n connection with defense financing. - ::r. ':!aas, 
::r. l.ur phy, l!r . Daggit, !:r. TUrner 

~he caterial presented durin& t he month incl~ded t he 
f olloWing : 

(1) An analysis was made of recent price moveoents. or 
commodities, i l lustrated by two wal l chorts : toe 
first showi ng the movements ot an i ndex of 16 
raw industr ial materials and of an index or 12 
foodstuffs s i nce Au~s t 1939 ; and the second show­
ing the movements of the NI CB oos t -of- 11ving index 
compared with the BLS index of 86) commodities 
since 1935 and the BLS index of 28 basic commodi­
ties compol-ed ~~i th t he BLS index of 863 commodities 
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e1nce August 1939. (Charta presented at the 
meeting on November 22). - }!r. Dagg1t, }lra. May 

44.6 

(2) An analysis was made or recent price movement s 
or basic commodities i llustrated by the wall 
chartsdescribed in i t em (l) above, but br ought 
up to date for t he week, and by a wall chart 
showi ng zinc prices, production, deliveries, and 
stocks at smelt ers , monthly from 1935 to date • 
• ~Charts presented at the meeting of November 29) .­
•.. r . Daggi t, Hrs . Hay 

(3) 1J . H. Keynes' Plan to Pay for the ·.tar•, an analysis, 
based on an earli er review or t he book. 'Bow to Pay 
tor the \iar1 , vas presented whi ch considered the 
general probleo ot war or defense production, the 
Xeynes' plan, i ts possible ap~licab1lity to the 
Uni ted States, and ei:a1lar plane advanced in the 
United States . (Outline at meetine of Hovember 29) . -
Hr . Turner, l~r. Mu~hy 

At the request ot Under Secretary Bel l on October 9, 
a memorandum was prepared on t he increase of money in 
circulation in t he United States, and was transmitted 
to h i m on !Jovember 6 . - J.lr . Hurphy, Mr. Turner 

At t he request of Under Secretary Bell on October 11, 
a memorandum was prepared on suggested chane;ee in t he 
laws affecting the oubli o debt, and was transmitted t o 
hi m on November 15. - !<!r. Murphy , Hr. Conrad 

II 

In response to a request by Mr. Foley on november 4, 
a proposed letter to the Secretary of t he Navy relating 
to the review of the indebtedness comoromiee offer ot the 
Erie Forge and Steel Company, was received arid returned 
to Mr. Foley on November 1+. - Mr. Haas, Mr.Conrad, Mr.Hurphy 

A review of a r enort by the Bureau ot Accounts on s. 4269 
(to extend the Social Security Act), at the request o! 
Senator Harrison, Chairman of the Finance Committee, was 
made in r esponse to a request by the Bureau of Accounts 
on September 10, and vas t ransmitted to Mr . Gerardi on 
November 6. - )It' , Murphy , Mr. Reagb, !Usa Uichener, 
Mr. Brown 
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II. Projects or studies under VAJ 

er 

Comparison or relative amolitude or orice fluctuations 
or long-term and short-term seourities. - Y. L1 d 
f.!r. conrad .r. n ow, 

!:emorandu:n comparing and contrastin& war and deoress1on 
defioi t -!1nancing. - !'.r. Murphy 

Review or war-financi~ measures in belligerent countries 
in the present war. - .r. Murpi\Y, l·!r. Purvis, llr . Stringham 

United States Savings Bonds . - An analysis or factors 
affecting sales and:redemptions of United St a tes savi nGs 
bonds, as a guide to future experience. - !1r. Conrad 

At the request or t he Division or Statistical Standards, 
Bureau or t he Budget, on September 20, a review is being 
made or t he 0 Base Book ot Fi nenoial Stat ist ics•, to be 
issued by t he Feder81 banki ng authorities . - !&. Murphy 

At t he request or Under Secretary Bell on October 14, a 
meoorandum i s being prepared on a memorandum sub:nltted 
bJ •!r . John Evans, President or t he First National Balik 
o Denver, Colorado, in reference to United States Govern­
ment bonds nov owned by the Federal Reserve System and 
its member banks, and suggestions oonosrn1ng a refundi ng 
and change in rorm which "'ould appear to be 1n interest 
or the Treasury Department , the Federal Reserve System, 
the member banks, the Federal Deposit Insurance Corporation, 
and t he public generally whose money is deposited in member 
banks. - Hr. Murphy 

At t he request or Under Secretary Bel l replies are being 
prepared to certain ouestione asked by the W~er Commi ttee 
preparatory to its investigation ot banking monetary 
conditione nursuant to Senate Resolution 125. - Kr. Haas, 
l-!r. Y.urphy; llr . Turner, Mr. Conrad, !.(r. Purrt a 

• 
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bank depoeih. - • lurpiii 

lloTember 12, 
between the 
TO!Wile or 

ReYenue Eatimatea 

I . ProJects or atudiee completed 

t he 

An eatiaate was completed tor use in preparation ot a 
eection or the Secret&.rT'• Annual Report ot m1acellaneoua 
internal reYenue except tro• capital atock, estate, ana 
gilt taxea, in the calendar Tear 1941, 1t the taxu in 
exiatence aa ot JulT 1, 1928 were in attect. -
Mr. Degg1t, Kre. Ka:J, Kr. CheYraux, Hr. Smith 

At the request ot the Dirtdon ot 'rax Research on 
lloYeaber 25, a reYenue eetiaate wu prepared tor 
.ln iatant Seoretari SU!lban or t he inoreaee 1n re­
c eipte in the calendar Tear 1941, which would be de­
riYed tl'OII a propoeed achedule ot increased surtax 
ratu to be applied to aurtax net incoae ot 1nd1rtduala 
ot tl6,000 . and UD4er. !he estimate wee telephoned 
.leehtant Seoret&.rT Sulli Yan at Miaai and a aemorandua 
wae traaaaitted to Kr. Blough on lloYember 26. -Hr. O'Donnell, 
Mr. Brontenbrenner 

At the request ot the D1Y1a1on ot 'rax Resear ch on 
lloYember 27, the t ollow1ng rn;nue eatt matlf were pre­
pared t or J.aeletant Seoretarr uliban and v era trana­
mi tted in a ••orandu. to llr. Blough on loY•ber 2S& 
(1) net reoelpta tor the tlaoal Tear 1941 under the 
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r f v enue system which existed pr i or to the Revenue 
Acts of 1940; (2) additional r ev enue in the t1&cal 
ye ar 1941 attributable to t he Re venue Act of 1940 
and t he portion earmarked und er Title I I of t he 
Revenue Act of 191l-O ; (3) additional rPvenue in the 
fiBcal year 1941 ft'O m the Second Revenue Act of 1940 · 
(II ) for the riscal yee.r 1942, preliminary and tenta-' 
tive eetirnate of net r ec eipt s to general and special 
accounts , and the p ortion earmru.•ked under Title II; 
(5) the y i el d of sale s tax i moosed on article s 
costing over one dollar; and (6 ) the increased 

449 

r~venue for the fi scal year 1942 whi ch wo uld be ob­
tained by lo»ering t he exeOl)tions unde r the Bdni ssions 
tax froL1 20 c ents to l u cents . - l:r. 0 ' Donnell , t:t- . Leahey , 
::r. \:ilson, l:r . 3ronfenbrenner , !lr . S~ith 

At the request of ;:r. 3~ough on ::ovec ber 2o1 tile follow­
in8 r~venue esti~tes at the fi scal yeer 19~2 forecast 
l~vela ot business activity, were -:>r!•pared t or Assistant 
Secretary Sullivan and transmitted 1n a ce;nortmdum to 
l·:r . Blough on tlovember 29 : t he y i eld tc be derived 
f rom raising the tax on brandy t rom :;2. 75 to :;3. 75 a 
c allon , and from r aising t he tax on othe r dis tilled 
sn1rits troc ~3 . 00 to $4 . 00 a Ballon; the yield to be 
der i v ed from r aising t he t ax on f ermen ted malt linuors 
from $6 . 00 to ~7. 00 a barr el; the yiel d from an addi­
t ional floor stock s tax of ~1. 00 a barrel on distilled 
s plri ts and fermented malt 11quors; and t he yield from 
an increase in the tax rate to the •next even amount• -
an i ncrease or 16 2/3 percent, - on wines, cordials, 
an~ liqueurs . - ~!r. ll1 lson 

At th e request of Mr. Slough on !lovember 29 , an ecticate 
~ns p repared tor Assistant Secretary Sullivan, arid was 
tl'f\Jism1 tted to l!r . Blough in a memorandum on that date, 
of the effect of caking future issues of s ecurities 
of the Federal Governn en t and 1ts oo~or&tions and 
aLenc1es i ssuing obligati ons guaranteed by the. Un1ted 
Sta tes fully subject t o Federal income taxes,wnile 
State and local governments will continue to issue 
securities ~'hich are fully exempt from r'ederal inoome 
taxes. - 1!r. Leahey 

Regraded Unclassified



J. 

450 
- 1 0 -

~ . At t h e request of l!r. !llough on ilove::~ber 29 , a revenue 
es timate was 9repared for Assistant Seoret~ry sUI i 
uiid was transntted to !·:r. Blough on that date f~rve.n, 
et> oh of the next fiv e yea rs or the et'rect of l:l~' nr; 
f uture issues of t he Federpl GovPrnment nnd i ta ~or­
JlOI'at ions and a [:enci es issuing obli(lations r.;uaranteed 
by t ne United States (ully subJect to Federal inoone 
taxr s , 1:hile State and local ~,;overnmsnts ~til con'tinue 
to i 11sue secu1·itie s f ul ly exem.Jt f1·o .• F'ecl.er".l inc:ue 
taxes, on the a ssUlllption t hat the Federal debt held by 
t~e mblic 1·1111 increase $5 billions 1 n ea ch of t::e 
next f ive years . - J.jr , L~ahey 

.... 

As one or a s eries of '>rojeots for 1·evisGdY e.nd 1o'>rovtn12 
1.18 t .10d8 Of estitna t1ng revenu\!!!,1 0. nell 6 1: .. .;:w~D.S.;:-C='o?.::l?.O:ilt-;e~t="e'Jr(! 
of t~e tax on domestic distilLed B?1r1ts . - :~. S~th 

I I. Projects or studies under Hay 

':'entat1ve olans tor a :.'PA statisUcal r>roject in con­
nection wi t h l·rork on the excess -orm-ts tnx, e.sl1ell­
ns material Drouosed t o be O'btliiil'e"a: from the Securities 
nnd Exchange' c ommissi on, are bein~ review~ i n &ccol~­
anc e \11th r equ est s by the lli'v1sion or 1J.1ax ll:esearch on 
July 12 and 17. - i'ir . T. F. Leahey 

At the request of the DivlBion o:f Tnx Research on 
July 12 , an estimate i s being wade o:f t he additional 
revenue whicS >roul d be derived it :JUtli"a1 .1nsurance 
oow;>an i es other than life insurance co :panies taxable 
under Section 207 of t he Internal Revenue Code were 
:lade taxable in the same :~anner an stock insu:ance 
co.,:>anies other t 1an lite insurance oo::1pan1es taxable 
unde r Section 204 , and at t he eame t iae th e exea?tion 
under Section 101 (11) were res tricted to local ~utual 
couoanies ot t.":le assessment type . - l:r. T. F. Leahey 

The usual detailed estiaatee ot Federal r evenues by 
sources are being oreoared tor use in the Budget of t he 
Un i ted St a tes Gov erruaEmt tor the then! years 1941 and 
1942. - Mr . Haas , Hr . o •Donnell , l!r. Da.:;~it, Kr . L~ahey, 
l:rs . 11ay, Hr . Chevraux, l!r . \Ti lson, ~lr . 1. L. Smi t n, 
J..r . Brontenbrenner , l·!r . R. H. Smith , !!iss Hagedorn 

4. An estimate tor use in t he preparation of t he Secretary's 
Annuai Repor t is being made of Federal revenues by sources , 
asouming two s oecified l evels or national incooe. -
l:r . Haas, !!r. O'Donnell, Mi'. Daggit, l!r . Leahey, 1;rs. 1-!ay, 
J:r. 111lson, !-lr . T. L. Soith, J:r. Bronfenbrenner, kr . R. R. Sm1th 
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Economic Conditi ons Related t o Fiscal 
and Revenue Mattera 

I . Projects or studies coopleted 

1. llemoranda on the business and price si tuat1on were 
prepared ond were transmitted to the Secretary on 
November 6, 12, . 19, and 27. - l~r . Haas, !!r. Daggi t 
Mrs . l·!ay, l·:r . Cnevraux, ~!r. Sm1 th ' 

These memoranda contained in a dd1 t ion to analysis or 
the current si t uation the folloWing s pecial studie s: 

(1) Spot prices of wool top s , lfeeltly and oonthly 
and r uture• prices, daily, ln !lew York . (C~rt 
i n aemorandwn or Novel:lber 6) 0 - !Irs. }!ay 

(2) A forecast or possi ble freight car surolus 1n 
19~l. (In me:JorandWII or llovember 6o Also described 
b elow, under Economic Conditions section I as 
item ll) . - 1-!r. Daggit , Hr. Chev~aux ' 

(3) A comparison or an index or new orders in the l umber 
industry and the New York Times index or l uober 
p roduction, !rom 1937 to date , weekly. (Chart ln 
memorandum or llovetaber 12. Also described belo>t 
under Economic Conditi ons, section I, as 1tem 12) 0 -
l·1r. Daggit, Mrs. Hay 

(~) Prices or lumber and other building materials, and 
lumber stocks, !rom 1937 to date, monthly . (Chart 
i n memorandlll!l or November 12) o Hr. Dag-1t, Mrs . Hay 

2. :•!emoranda on ~e~m~l~o~~"=~~f::~r~r..f~.u;r:;~~~:br.:=~ 
!!£!!_ were prepar 

3. At the request or t h e Secret ary, a t able is prepared 
each week sUilllllariz1ng eroor t e or pe tro l euo products , 
scrap iron, and scrap steel, from the United States to 
J apan, the U. S.s. R., s pain, and Great Britain, as in­
dica ted by deoarture permits reported daily by the 
orrice or MerChant Ship Control. The tables were prepared 
ror the weeks endi ng November 2, 9, 16, and 23o On 
Nov ember ~. 12, 1g, and 25, the original and 13 photo­
stats were transmi tted to AsSistant Secretary Gaston. In 
addi tion ea oh week two photostats were t ransmitted to 
Hr. Young, one or which was tor Mr. Purvis. - l!r. Tickton, 
Mr. D, J . Leahy 

Regraded Unclassified



5· 

6. 

7. 

s. 

9. 

- 12 - 452 

A toreoaet was made of the following basic business 
aeries for the c8lendar yeare 1940 and 1941 and for t he 
r isoil years 1941 and 19~2 . tor use in esti mating 
Federal revenues in connection wit h the President 's 
Budget J.!essage: FRB index of i ndustrial production, nev 
and old bases; BLS i ndex of wholesale pri ces ; our index 
ot the value of industrial produot1on; BLS index of 
factory payrolls; Department of Coocerce series on 
salarlee and wages; Standard Statistics index of 419 
etook prioee; Federal Reserve series on bank debita 
outsi de New York City; and New York Times eerie& on 
volWDe of stock transfers. - Hr. Haas, ~!r.Daggit , 
!lrs. Hay, l-!iee Hagedorn 

A forecast vas made of the baei o business aeries list ed 
in item (5) above, assuming two specified 1evefe of 
national income. - t!r . Daggit, Mrs . May, M18e Hagedorn 

A stu~ was made of suitable values tor the FRB index 
ot inSUetrial o roduction and the SL8 index of vholeeile 
orioes t or selected levels ot national inoome. The re­
sUlts vera used In connection With item (6) above. -
Mr. Daggi t 

At the request of Under Secret~ Bell on November 27, 
a memorandum vas prepared and vas transmltted to h1m 
on that date, containing a olan ot orooedure tor de­
tecting bottlenecks in induetr181 orOduction, by use 
ot surveys, by obserVing iengthe ot deibery periods, 
and by following the movements of pri oes. - l!r. Haas, 
Mr. Daggit 
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10. In connection ~lth ~~P reoueot or UndPr secre tary 
Bell (1tec g aoove ), a chart wna !)re!)ared aholling 
re-:>orted ne1·1 orders and shi'Ocents and 1nd1cnt ed 
un?Ilied orders of the Uni ted Stnies Steel c~rnora­
tlon, nnil accoJ4pan1ed the meoorc.ndum descl'1'.>C'd T:1 
1te:a ( 6 ) above. - l!r s . Hay, ::r . Sm1 t h , :!i ns f!agedorn 

453 

ll. A study ~1as 111ade of !)Ossi ble fre1 • t cnr BUl"Jlus 1n 
.£2!!1 based on :;>r.st r el ntion s p o r e ~n cru•ried 
ona ~~;le , and (2) frei ~llt cArs ovrned by t he railroads . 
A -:~e •. 1od ~<c.& devised for est1".ltlt in.; fre1t;h:; carried 
one ll1le by oeans of its ;.>tlst r eltlt1ono:u•> to t !1e ,-p3 
lndeX Of indu s trial !)rOduct1on. - l:r . Da;:;;,-;1 t, 
.. r . Cl'1ev:ra.ux 

1::. A '>roject l:a a coT>leted durin ~ the aont h >::11ch was de­
s! 'Tied to obtai:~ current f 1c ur es or nPVI ord er s i n t :'le 
l uober lndustr f o r an':lr alsin · t!le outlooX f or !u:.:ber 
oroducti on. rne Si:ries o neu o e!'B re'lor ted oy ... 1e 
!':"i\tloni\1 Luobe r r:anufnc t ur era I Associnti on hi'.S been. 
•laced on a seasonally- adjusted baois and e~>reseed in 
n ror".l sui table for coo.l"1arison ~:i th t he !!e>r York 'i'l!lle s 
i ndex of lu!lber :~reduction . - l:r . Dnc;~'1 t, l·:r s . l:ay 

I I . Projec ts or s tud1As un~er way 

l. I ndex of unfilled orC.e r s . 

An at t emn t is being made to l mnrove our inforuat1on on 
t :te vo l uoe of untilled orders by working out 11 coanos i t e 
index bas~d on C.ata rron i ndividual industr i es . 
!.r. DBl,tf~it 

2. ?orces determ1n1n~ trends of basic cn~odlty n~ices . 

':'1i9 pro j e c t involve s a stud:; or (1) t he rorces de­
t~raininb general coooodlty nr1ces and ( 2) t he forces 
de t er.nining t he prices or 1nd1v1dual co~odities . 

•.:it h r espect to (1), general co::u.Jodlty prices, an 
analys i s 1s in process of d1Spar1t1es between demand 
nnd 'Oroduct1on as a bas i c nrlce f actor whi ch, under 
excessive ~1ar d emand , ml crht l ead to infla tion. For use 
ln this analysis t>~o i ndexes or demnnd are being con­
structed : An i ndex of export demand which expresses 
t he exports of manufactured ~oods in physical ~olume, 
and ~~e index of consumer buy1n~ ln ter~s of pnysical 
volume , ~nich 1s part or t he p roject on ceasures or 
consu:ner buyi ng l iS ted as 1 t ea 3 below. 
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111t h respect tc (2), prices of individual com:noditiea 
shipments of a gi ven commodi t y, or deliveries to con-' 
s~ers, are taken as a measure of d~and, to be coa­
parod wit h production. Ten basic commodities have been 
selected tentati vely for study, and this work is in 
process . - Hr . Daggit, Urs. !lay, llr. Smith, Hiss Hagedorn 

3· Measures of consumer buying. 

A proJect is under way with the obJect of developing 
(l) an index to measure the buying power of consumers 
in terms of physical volume of purchases, after cor­
r ecting for t he effect of changes in orice on the an­
parent demand; and (2) an index to c.easure changes · 
i n total consumer expenditur es, in dollar vol uae. 
These two indices will suppl ement our present 1 index 
or eales•, which i s designed to oeasure the 1 ofttake 1 

of manufactured goods into various cons~ption channels. 

Studi es on a monthly basis have been nearly coopleted 
on individual cooponents of t wo physical volume in­
dexes of consumer buying, one corrected tor t he effect 
of price changes, and the other corrected bot h for the 
effec t of pr ice changes And for the effect of changes 
in national income. The weighting of t he i ndividual 
components remains tc be done. In addi t ion, Wit h 
r espect to the index of consumer expenditures in dollar 
volume, substantial progress has been made in develop­
ing ind1 vidual series, in determining their suitability 
for inclusion and the necessary adJustments . The pur­
pose is to oover as large as pos sible a proportion of 
the purchases of ult i mate consumers. - }'.r •• Daggi t, 
Mr s . May, Hr. S~ith . 

4. Trends of i ndividual cotD~nodl ty prices and price factors 
during the World \tar period. · 

This proJect is oatter ned after t he general s tudy of 
prices and price- factors, 1913 to 1922, made in 
October 1939, but deals wi th six individual basic 
commodities - wheat, cotton, hogs, steel, copper, and 
~inc. The proJect is designed to de t ermine ~~e principal 
prioe factors associated with the wartime rise and sub­
s equent collapse of pri oes of 13lese oo1M1od1 ties. -
Hr. Daggi t , Mrs. May 
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5· Index of commodity stocks. 

This proJect is desi gned to develop a composite i ndex 
ot basic commodity stocks as a measure of one important 
factor in the general price level. St ooke or sixteen 
important industrial materials, expreoaed in t erms of 
their net effect on prices, are being compiled tor this 
index. - Mrs. 14ay 

6. Index of goode inventories. 

A better index ot inventories of finished goods 1s needed 
as an indication of business maladJustments, with a break­
down as between inventories of finished goods held by 
manufacturers and those held by others. An attempt • 
develop such an index is under wa;r. - Mr . Dagg1 t 

7. Index of buying on deterred payments. 

A study ot the volume ot installment buying and coneucer 
credi t has nearly been completed. This study is designed 
eventually to provide a monthly index of the volume of 
buying on deterred payments, which at times is an 
i mportant business factor. It is in abeyance at present, 
pending publication of a new study by the Department of 
Oolllllleroe. - }Ire. Hay 

S. \leekly aporox1mations of the FRB index ot industrial 
produc t!On. 

9. 

Th1e proJect is designed t o d evelop an index ot industrial 
production that will indicate week by week the approx1aate 
level of the FRB index. It will include a larger n1.111ber 
ot weekly series than are included in any current buei­
neee indicee, with wei ghting& and seasonal adjustments 
approximating those in the FRB index. - Mr. Dagg1 t, 
•lr. Sm! th. 

A s t udy has been made to determine how t o classify expor t 
data trom the Department of Oo~aerce t o conform as closely 
as possible to the olaeeitioation in the weekly reports 
summarizing exports of petroleum products, scrap iron, 
and eorap steel, trom the United States to Japan, the 
u.s.s.R., Spain, and ~reat Britain, as shown by departure 
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permits granted. Monthly statistics were compiled 
on the Commerce classification developed br tbls ' 
div1eion, rrom Janl.llll7 1937 to July 194<>. A memo­
randum is in preparation showing the Commerce series 
chosen, with an explanation or divergences in the 
Coau.llrce and ~eaeuey series. - ~lr. Daggit , Mrs. Ma;y 

Actuarial Problema 

I. Projects or studies completed 

l. Board or Actuariee of the Civil Service Retirement 
and Disability Fund. 

In response to a requ.eet rrom Mr. G. B. Buck, a 
letter vas prepared and ma.iled on November 7, colll:ilent­
ing on a proposed program or work tor the Board ror 
the !iecal year 1942. - Mr. Reagh 

2. Civil Service Retirement System. 

At the r equest or Under Secretary Bell, a memorandum 
was prepared and translili tted to him on November 1 
making certain reoorlll!lendation a relating to t he Ci ~11 
Service Retirement System. - Hr. Reagh 

3. Deferred Income Bonds. 

456 

At the request or Under Seoretarr Bell on November S, 
a memorandua vas prepared and transmitted to blm on 
November 12, on a suggested form or United States deterred 
income bonda, 'Which would provide a fixed return during a 
specified number or years ae a deterred annu1t;y certain, 
and vi th an optional provision vblch would continue the 
inooms tor ll.te after the expiration or the certain 
p eriod, the bond vi th the lite income guaranteed to be 
sold at a higher price, the amount or difference being 
dependent upon the purohaser'e age. - Hr. Reagh 

4. Retireaent System tor Ha1 tian Oover1111ent efllployeu. 

The State Department requeated aasistence in devisi ng 
a retirement ayetaa tor employees of t he Haitian 
Fiecal Service. Cooperation wae promised the Fiscal 
Representative of Haiti in preparati on of cost est imate• 
on the basis or data eubmi ttsd. Tbe pr oJect has been dis­
continued unleee and until further intonu.tion i e receive4 
f roa the State Departllsnt. - Hr. Re11811 
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A tirst dratt ot t he chapter on "Financing the Plan " 
has been i~prooess ot ~reparation. Work on this 
proJect has been suspended because t he Committee has 
been disbanded temporar1ly. - •tr. Reagh 

1157 

6. Review ot Memorandum on Pension Trust Plan vs. Group 
AnnUl ty Plan. 

At t he r equest ot the Division ot Tax Research on 
October 29, a review vas made ot a memorandum sub­
mitted by •lr. B. E. \fyatt, Un1uraity ot MJ.ch1gan, 
entitled "The Inequitable Tax Provisions ot t he Pensi on 
Trust Pl an in Comparison '111 th the Group Annuity Plan •, 
and vas transmitted in a me:norandum to Hr. Blough on 
HoTember 6. - l-!r. Reagh, •!r. Brown 

II. ProJects or studies under way 

1. Board ot Actuaries ot the Civil Service Retirement and 
Disability Fund. 

There is pending before the Board ot Actuaries t he 
matter ot approTing regulations with r espect to the 
optional benefits payable under t he CiTil Service 
Retirement Aot. The Comptroller General has decided 
that a cash retund of Toluntary contributions would not 
be permissible under the Act. On the baaiB ot this de­
cision and other information the Board ot Actuaries ie 
nov deciding whether to approve t he regulations. -
l!r. Reagh 

2. Board ot Actuaries of the CiTil Service Retlreoent 
ana blaa6111ty FUrid. 

The Board ot Actuaries is laying out detailed plana tor 
tabulating and processing data tor use in preparing the 
regular tiTe-year Talua tion or t he Civil Service Retire­
ment Fund tor t he ~urpose ot determining the liabilities 
ot the GoTernment under the 0iT1l Service Retirement law. 
Under the law, such a Taluat1on must be prepared as ot. 
July l, 194o. - Mr. Reagh, Mr. Brown 
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Board or Trustees or the Federal Old-Age and Survtyora 
Insurance Trust fund • . 

In cooperation with the members or the atatr or the 
Sooial Beou.rity Board, there ia being pr epared a dratt 
tor the tiret annual report or the Board ot Trustees. -
}!r. Reagh, 1-!r. Murphy, Mr. Brown 

~ • . Aotuarial valuati on ot the Foreign Service Retirement 
and Disability Fund. 

5. 

The Foreign Service Retirement lav, as approved April 2~, 
1939, Section 26(m) , provides that the 1 Treaeury Depart­
ment shall prepare the estimates or the annual appropr1a­
t1one required to be made to the Forei gn Service Retire­
ment and D18abil1ty Fund and shall make actuarial Yalua­
tions at intervals or fiYe year s , or oftener it deemed 
neoeaaar)' by the Secretary ot t he Treasury•. An outline 
ot the data required tor making an actuarial valuation 

•'"'u been aubmi tted to the State Dep9. rtment. A preliminary 
estimate or the appropria tion required tor the tiaoal 
year 1~2 has been pr epared, and has been submitted to 
the State Department. - Mr. Reagh, Mr. Brown 

Retir ement System tor Field Employees or the Farm Credi t 
14Diiniatrat1on. 

In reaponae to a request trom the F&rll Credit .Adm.l.nis tra­
tion on October 10, assistance ia being giYen in derta1ng 
a retirement ayatem coYering field employees in that 
organization. SeYeral oonterenoes haYe been attended by 
a member or the starr, and it ia expected that add1 t1onal 
ass18tanoe will be requested. - Mr. Reagh 

6. Federal Caa.un1oationa Comolsaion. 

The J'ederal Co111Qun1e&t1ona Commiation on tlovember 27 re­
queeted add1 t1onal assistance in connection with the 
peneion plan or the American Telephone and Telegraph 
oompany. I n accordance ther eWith aembers or the d1v18ion•a 
atatt plan to r eview and malta recommendations With respect 
to a tentatiYe report prepared by the Commissi on. -
Mr. Reagh, Mr. Brown 
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Other ProJects or Studiee 

l . Treasury Bulletin. 

Data ware prepared tor the November ioeue ot the 
!Ulletin on average yields ot long-term Treasury 
bonds and hi gh- grade corporate bonds. - Mise Eyre 

459 

All the material submitted tor the November 1saue was 
reviewed and edited. Substantial revision vas made in 
the following tables: Summary table on budget receipts 
and expenditures and public debt outstanding; Budget 
receipts and expend1 turee; means ot tim ncing the 
deficit; Treasury bill offerings since July 1, ~939; 
and Treasury Depart!aent criminal caeea in the United 
States District Courts. 

Additional reVisions are being considered tor the 
December issue. - Ur. L1ndov, 1!1ae Eyre 

2 . Annual Report ot the Secretary ot t he Treasury. 

Article& tor the text ot the Annual Report tor the tie­
cal year 191+0, including the apacial rllvie>r have been 
prepared on the following subJects: Public Debt ; 
Obligat i on& guaranteed by the Unitsd States; Absorption 
ot the direct and guaranteed public debt by classes ot 
holders; Bond market developments; Banking developments; 
Treasury activities under the provisions ot the Social 
Security Act; Treasury neutrality and defense activities; 
and the Adi:Jin1strative report t or the Dirta1on. An 
article on estimat es ot reoeipte ie in preparation. -
Mr. Haas, Mr. T1cltton, Mlas lUchener, Miss Westerman, 
Mr s . Wolkind, Mr. 'l.'urner, l!r. Purvis, l!r. Murphy, l1r. Raagb, 
Mise Ziegler, Mr. O'Donnell, Mr. Leahey, Mr. Uilson, 
Mr. Brontenbrenner, Mr. T. L. S2ith 

Manuecr1pt tor the Annual Report, both tor the regular 
teaturee ot the Report and tor the special review arti­
cle•, ie being gi ven an editorial review as received. 
The ueu&l handling ot the material is going forward. -
Mr. Tickton, Mi se West erman, Hra. lfollt1nd 

3. Other material t or oubli oation. 

At the request ot Aeaistant Secretary Gaston on 
October lS, an a rticle ie being prepared on the opera­
tiona ot the Treasurr Department during l~O to be in­
corporated i n the 19'1-l Americana Annual. - Mr. T1ckton 
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4 . Cumulative index ot Treasury Publications. 

5. 

Work has been begun on the preparation ot a cumulative 
subJect index ot Treasury publications sinoe the eatab­
l1etunent ot the Department, covering (l) Annual Reports 
ot the Secretary, (2) other publications issued by the 
Department,inoluding annual reports ot the b~eaua and 
otti oes in the Department , and (3) material prepared i n 
the Treasury Depart ment which was published ·1n Congres­
sional doouDrente, hearings betore Oouitteee ot Congress, 
or the Congressional Record. - !Usa Westerman 

Sources ot Statistical material in Annual Reoort and 
BUlletin. 

Request vas cade by Hr. Henriksen, Bureau or Accounts, 
on October 14, tor information on the sources or 
statistical material 1n the Annual Report ot the 
Secretary ot the Treasury and in the Bulletin ot the 
Treasury Department . The mat erial on the Annual Report 
waa transmitted on October 25, and the information on 
the Bulletin on November 16. - J.!iae !Uohener, ~lr. Lindow, 
~lr. Ti cltton, Miss Westeruan 

6. ' Oorreapondenoe. 

Repl i es were prepared to lett ers rec•ived on subJects 
relating to the work ot the division, and letter s 
dr&rted elsewhere and subm.1tt ed to the division tor that 
purpose were reviewed. - Miss Michener, Miss Zi egler, 
and other members ot the stat! in appropriate tields ot 
work. 

During October 307 letters were received in the Division 
and 296 were handled as required. 

7. Charta. 

Charta a r e prepared and continually brought up to date 
tor uae in memoranda and in chart bocks on special 
eubJaote, and corresponding photographic, phot ostat ic, 
and multilith work is carried on. This 1s done in t he 
Grapb.io Section under the auperv1Bi on ot Mr. Banyas. 
A etatiatioal repor t on the wor k ot the Graphic Section 
t or the month ot November i 'e attached. 
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Secretary of the Treasury Morgenthau today announced the 

subscript ion figures and t he basis of allotment for t he cash offer­

ing of 314 percent Treasury Notes of Series B-1945, National 

Defense Series, 

Reports received from the Federal Reserve Banks show that 

subscriptions aggregat e $4, 07J, OOO, OOO. All subscriptions were 

allotted 13 9er cent, on a s traight percentage basi s , but not lesJ 

t hen $100 on any one subscription. 

Further details as t o subscriptions and allotments will be 

announced when final r eports are received from the Federal Reserve 

Banke. 

-oOo-
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aatnt.~~ aaa-. 

WAIM IMCTOII , D. C. 

Decl!lllber 14th, l 91j(), 
Personal end secret, 

Dear Mr. Secretary, 

1 enclose hereJn for your 

personal and secret information n copy 

ot the latest report received from 

London on the m111 tsry situs t1on, 

BelieYe me, 

Dear Mr. Secretary, 

The Honourable 

Henry Moraenthau, Jr. , 

On1tad States Treasury, 

'il'asb1naton, D. C, 

Very sincerely yours, 
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No.29 
G-.2/2657...:01 

CONfiJm:W. 

NO'l'!CB 

MU.l'I'I.RY INTELLIGENCE DIVmiCII 
1Wl DEPAR'l'!JENT 

lfaahi.ngton, December 14, 1940 

'Ibe 1Dtonat1on contained in tbie eeriea or bulletin& 
will. be restricted to itema from offioial aources which u. 
reaaonabl;y oontirmed. 

Thia dooument ia being given an approved distribution, 
and no additional copiee are available in the 14111t&r7 In­
telllpnoe Diviaion. For provieiona soverning ita reproduc­
tion aee Letter V.G 350.~ (9-19-40) 11-B-M. 

SQl!RCE 

'!'be 1Dtorw.tion contained in tbia bulletin wea euppl.ied 
ey an !merioan ottioi.al obeerver in Parie late in October, 191,0. 
For other 1Dtormation on Germ.n materiel, see TEIIT.lTIVE LESSONS 
BJLIETIN NO. 20, •Tbe Geran J.rti11ery. • 

1 . J.NTI.llllCRAFT ll.t.T£1\IEL 

2 . J.NTITJ.NX W.T£1\IEL 

• 
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1, ANTIAIRC!lAPT MATBRIEL 

a , 2o-., Machine Gun, 30 

Field of fire: Horizontal, J60 degrees 
Vertical, ...J.O to 90 degrees 

lleigbt in battery: 460 k1lo;p'8l>8 
lloans of transportation: Tl-nctor 
Rate of fire: .)20 rounds per lllinute 
Projectile: Auto ... tic explosive 
Initial velocity: 845 e>atora per second 
IIGximWll vertical range: 4200 meters 
Weight or ohell: 0, 14 kilograms 
Remark: Also used against tD.nks 

b , 37.....,., l.lodel 1918 

Field of fire: Horizontal, J60 c!egrees 
Vertical, ~ to 85 degrees 

11eigbt in battery: 1750 kilograms 
~leans of transporte tion: TwCHiheel trailer 
R&to of fire : 160 rounds per lllinute 
Projectile: Autollltltic explosive 
Initial vel.ocity: 840 Mtors per second 
Maximum vertical range: /.1)00 meters 
Vloiaht of shell: 0, 625 kilo;!l'atlS 

C• 7'5-."'lmla KruPP 

Field of tire: Horizontal, .)60 degrees 
Vertical, ~ to 85 degrees 

lfei&bt in battery: 2570 kilograms 
!lean& ot transportation: Tl-actor 
Rate or fire: 20 r ounds per lllinute 
Projectile: Explosive with mechanical ruse 
Initial velocity: 850 meter• por second 
llo.xillllll'O vertical range: 11, 300 meters 
11eigbt of shell: 6, 5 kilocrama 
Tleigbt or explosive: 0 . 5 ki.logrems 

d, 8()-mm, Jlhel.Ju>et&ll 

Field of fire: Horizontal, J60 degrees 
Vertical, -3 to 80 degrees 

1fei&bt in battery: .)Boo I<Uoerams 
Ileana or transportation: Tl-actor 
Rate of tire: 25 rounds per lllinute 
Proj ectile: Explosi ve with powder ruse 

CONFIDENTIAL 
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Will} \J. . . - .. , .. -. 

0 

Initial velocity: 750 meters per second 
MaxiJDUm vertical range: 9000 meters 
ITeight of shell: 8 kilograms 
ijeisbt or explosive: 0 , 510 kilograca 

e . 88-ct· Rbel.mletall 

Field ot tire: liorizont.al, 360 degrees 
Vertical, - 10 to 70 degrees 

ijeight in battery: 6000 k110(ll'&lll8 
Ileana ot transportation: Trnctor 
Rate or fire: 20 rounds per minutll 
Projectile: Explosive with mechnnical fuse 
Initiel velocity: 760 meters per second 
fleight ot ehall: 9 kilograma 

t . ss-. 1\rupp 

Field o! tire: liorizont.al, 360 degrees 
Vertical, -J to 85 degrees 

ije1ght in battery: 5000 kilograms 
l!eana of transportation: Tractor 
Rate of fire: 20 rounds per minute 
Projectile: Explosive with nechnnical fuse 
Initiel velocity: S40 meters por •econd 
Maxl.mum vertical range : 10, 600 meters 
fleight of shell: 14,7 kUopl:IS 

g , lOH-"e Rhainmetall 

Field of tire: Horizontal, 360 degrees 
Vertical, 0 to 70 degrees 

We1gbt 1J1 battery: 5500 kUopllll 
Rate of tire: 20 rounds per minute 
Projectile: Explosive with 1110ehanical ruse 
Initiel velocity: 710 meters per second 
l'leie)lt of ahell: 17, 4 kilograms 
JI&IIIIU'k 1 Fixled gun 

Field of tire: HorizOntal, 360 degrees 
Vertical, -.10 to 80 degrees 

.. icl>t in battery: U, 750 lcUogrue 
Rata or tire: 20 round• per ainute 
Projectile: Explosive witb •cbanical tuee 
Init:l.&l velocity: 1000 •tara per eecond 
lllld- vertical range: 17,000 .etera 

-3-
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CONFI!lE:NTUL 

Weight of shell: 15,6 kilograms 
ITeight or explosive : 1. 725 kilograms 

i , 125=cm1. AntiAircraft Gun 

Ileana of transportation: Caterpillar tractor 
Rate or tire: 15 rounds per ai.nute 
In.itia.l velocity: 1000 IQ8ters per second 
ll&xiii!WD verticel range: 12, vij() a:eters 

2 . ANTITANK t.IATERIEL 

a, J7-ctllll, Antitank Gun 

Field of fire: Horizontal, 60 degrees 
\Ieight 1n battery: 310 ldlogra<>a 
Ileana of transports tion: Horee or tractor 
Rate of fire: 20 rounds per DJ.nuto 
Initial velocit7: 800 CIOters per second 
Perforation: At 300 neters , 45 c , 

At 750 meters , 30 ~. 
Remnrk: Hount has u.ohilo trail 

b, :n..orun. Ant i t<>.nk Gun 

Field of t ire: Horizontal, 60 degrees 
Vertical, ~ to 25 degrees 

\Ieight 1n battery: 440 kilograms 
Ileana of transports tion: Trnctor 
Projectile: Explosive shell with ruse 1n base or 

with tuao :In nose 
InitiAl velocity: 825 110ters 
Perforation: At 400 =~tera , 40 mm. 

At 1000 1:14t.ers, 14 """• 
Weight of shell: 0, 69 kilof:"B'Ill> 
1\eiiiO.l'k: 11ount has mobile t:rail 
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RESTRICTI?D 

No. 2:10 SI"IUATION REPORT 

474. 

11.1.0., W.O. 
December :1:6, 191,0 . 
12:00 II. l'f 

1'h1a adl.itaey situation report 1e issued b)' the llilitar)' 
Intelligence Diviaion, General stat!. In vir. or the occaaion&l 
inclusion or political information and or opinion it is claasi!ied 
aa Restricted. 

I. Western Theater o! flar . 

1. Air Force Operations • 

Un!avorable weather prevsiled. 

German air activit,. over England waa on a lindted scale. 

The R.A.F . on the night ot Decen>ber 1)-14 made attacks, 
which were probabl,. vary light, on Kiel , Bremen, docks and airdromes 
in Holland and on the Bordeaux sutmarine baae. 

II. Greek Theater ot \1ar . 

The Greeks, atter the capture or Porto P&lemo, are pushing 
on toward Chimara, acme five mllea up the coaat . Elsewhere Greek 
progress was ina~cant. 

III. Atrican and llediterranean Theatera ot War. 

The Sri tioh report that in wee tern EQpt, tbe defeated Ital­
ian Arm:r, probably ~ divisions, continueo to wi tbd.raw toward the Sol­
llllll bottleneck &long the coaat higbwa.y, onl,. motor road to Libya, 
clooet,. followed by British advanced troopo. The llediterranean 
neet and planea e.n~ haraasing the retreat. 

Patrole were active along the Sudan frontier. 
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