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\ London, November 3, 1939

Dear lMr. President,

I thought you would be interested in getting some
of the leaflets that were dropped by the British Air
Force in Germany; you might like them for a serap book.
Strangely enough, at the minute they sare very scarce in
England. I guess they took all they had on their flying
expeditions. I suppose you have heard the story about
one of the airmen who returned a couple of hours after
his colleagues on one of these leaflet-dropping parties
and the Commander said to him, "Where have you been all
this time?"® "Well," said the young airman, "things were
80 guiet over there, I started tucking them under the
dooras." The purpose of this being to demonstrate their
complete disregard of the German anti-aircraft fire.

lake no mistake, there is a very definite under-
current in this country for peace and I think that it
is going to make itself felt by pressure on the Govern-
ment to set forth definitely their war aims, because the
group who are anxious for peace feel that when those aims
are set forth, it will be apparent to the world, and
particulerly to the English and French, that they are
fighting for something they probably never can attain.
It is by no means a populasr war and although everybody
hates Hitler, they still don't want to be finished
economically, financially, politically and socially,
which they are beginning to suspect will be their fate
if the war goes on very long. Ny own impression is that
if the war stays in the state !t is now, this under-
current will get stronger and stronger here. Of course,
it is impossible to set forth in despatches or in cables
Just what I sense from my close observation of the
Treasury's position and my talks with the top-side
pecple, but perhaps 1 will have a chance to tell you

that personally.

Fresident,
The White House,



One of the things I have particeularly in mind is
your slant on the Churchill situation, Remember, Churchill
has in America a couple of very close friends who defi-
nitely are not on our team. This is a very important as-
pect of the situation, if by any chance there is a change
of Government in this Country.

There have been a great number of things done for
important interests in America during the last two months
right here in London, and they will be important to know
when we consider what the political eriticisms are likely
to be over the course of 1940,

I am enclosing a letter from Lord Beaverbrook and we
are sending by the same pouch a couple of pietures that he
is sending you. He was terribly impressed by his talks
with you and he definitely considers that only one man
can save the world, not only in attaining peace, but in
planning for the future, and that man is yourself. If he
had his way, he would like to turn over the British Empire
to you to straighten out. I think I “now what your answer
would be -- that you have troubles yourself straightening
out the one you've got. At any rate, at the minute, vou
are a combination of the loly Ghost and Jack Dempsey.

Incidentally, Beaverbrook told me that in his conver-
sations with you, you were most complimentary in discussing
me and I am deeply grateful to you for this. One's influ-
ence in this Country is primerily dependent on how they
think one stands with the President.

There isn't much political news nowadays to be elicited
from any of the Cabinet lMinisters, because there just isn't
any news, Until Germany indicates some new line of action,

things will be very dead here.
With my warmest regards to you all, I am,

Sincerely yours,

e~



Achtung !

Dentiche! Bergeht nidht!

 Qentided Biut ift im polnijden Krieg in Strdmen

geflogen.

Aber:

1. Mud bem fiegreifen Wliplrieg ift nidhtd geivorden.
Beweid : — Dad englifde Kriegdlabinett Gejdlof fjeine

Politit anf einer goédauer von drei oder
mehr Sabren aufzubanen.
Die franzofijde Armee iiberjdritt am 6, September

die deutiche Grenze, aber erft 4 Tage fpiter gaben
ed Die amtliden beutjden Stellen n. Jm Weften

" ftehen englifde Truppen Sdulter an Sdulter mit

ihren franjofijden Verbiinbeten.

Qor ber englifert nnd franmydjijden RKriegdflotte ift
die Ddeutiche Handelsflagge vom Weltmeer
perjchtounden. Tnfolgedeffen Habt Jhr eine ganye

" Peihe wefjentlimer  Nriegsrobftoffe, wie Bengin,
- Supfer, Nidel, Baumivolle, Wolle und Fett faft nidt

meby. Anj @infubr and neutralen Landern tonnt Jhe

" @ud biedmal nidt verlajfen, weil Eure Regierung

1

ui#t dafiir bezahlen tanmn.

lid jeigt bie englijhe Suftwaffe ihre Madt bued
Fliige toeit ing deutjche Land pinein. |

Deutiche! Bergept nid)t!

mmmmn !
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-~ Achtung!
Deutiche! Bevgeft nicht!

4 W
Dentided Blut ift im polnijhen RKrieg in Strdmen
geflofen.” :

Aber:

1. ¥ud dem fiegreidien VDiigirieg ift nidhtd geworden.
- Betveid : — Dad englijde Nriegstabinett bejd)lofy feine
Politit anf cince Keiegsdauer don drei oder
mehe Sabren aufyubauesn.

2. Die frambjijhe Wrmee iiberfdritt am 6, Eeptember

die deutiche Grenge, aver exit 4 Tage fpiter gaben
€8 die amtlifen dentiden Stellen . Jm Weften
ftehen englijle Truppen Edulter an Sdulter mit
ihren franzofijden Berbiindeten.

3. Bor der englijen nud franydfijden’ Rriegéflotte ift
die deutjche ﬁmbelﬁﬁ:ogt bom . Weltmeer
perichiounden. s&a’"‘“’oﬁ'“’ﬁn"ﬁ’ bt iﬁn ganje
Reihe tefe er egecon)to wie Venyin,
Kupfer, ﬁidﬁ‘ﬁumi&uun HWolle unf’ﬁcﬂ fajt nidt
mehr, Uuf @infuhr aud nentralen Landern nnt Jbr
€ud dicdmal nidt verlafien, weil Gure Regicrung
nidyt dafile beyahlen tamn, '

4. Ingtiglidy jeigt die englijde Luftwaffe ihre Madt burd
Fliige toeit ing bﬂll‘}ﬁl Land binein. )

Deutiche! BVergeft nicht!

Weitergeben | . .
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Achtung!

Deutiche! Wergeft nicht!

Dentided Blut ift im polnifden Rrieg in Strdmen
geflofen. - :

Aber :

1. Uud dem fiegreiden Bligtrieg ift nidhtd geworden.

" Betweid : — Dad englifde Rriegdlabinett befd)iof feine
- Polifit auf einer gsdaner von drei oder
mehe Fahren aufjubauen,

2. Die framdfijde Armee iberidritt am 6. September

die deutiche Grenge, aver erft 4 Tage [piter gaben
ed bie amtliden deutiden Stellen M. Jm Weften
ftehen englifhe Truppen Edulter an Edulter mit
ihren franzdfijden Verbiindeten.

3. Bor bder englifen und fr ifen Rriegdfiotte ift

die deutiche Handel ge bom Weltmeer

nden. Igedeffen habt Jhr eine ganye

Reibe wefentlider .ﬁ‘tiegstubﬂoﬁe, wie in,

- Supfer, Nidel, Baunivolle, Wolle und Fett fnndjt

- mebr, Unf @Enfubhr aud neutvalen Sindern tinnt Jhr

@ud bicdmal niht verlaffen, weil @Gure Reglerung
nidt dafilr bezahlen Lann,

4. wam»ummmnmmuumm
| Fliige teit ing deutjche Land pinein,

Deutiche! BVergefit nicht!

Weitergeben | 1
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Achtung!

Deutjche! BVergeht nicht!

Deutides Vit ift im polnijhen frieg in Stromen
geflogen, ' :

Aber: i

1. Und bem jiegreidhen Vligtrieg ijt nidhtd geworben.
Vetveid ; — Dad englije Kriegdlabinett bejdlof feine
Politit_auf ciner Kriegsdaner von drei oder
mebe Sahren anfjubanen.

2. Die franydfijde Armee iiberjdritt am 6. September

die deutjche Grenge, aber erft 4 Tage ipiter gaben
¢8 die amtliden dentjden Stellen ju, Jm Weften
flehen. englifjdie Truppen Sdulter an Sdulter mit
ihren franiofijden Werbiindeten. .

3. Wor der englifhen und franydfijden Kriegdflotte ift
die deutjche SDHandelsflagge vom Wettmeer
pecjchivunden. ﬂ&f:i&tbtﬂtn habt Jhr cine ganye
Reihe twefentlider tnbﬁ‘oﬁ wie i
fKupfer, n‘wﬂ‘,‘l%mﬂfg.smm _u:’m'.ﬂ fn:'?l_;i
mebhr, Anf @infuhr ausd nentralen Laundbern Hunt Jbe
@ud) dichmal nidht verlaffen, wweil @ure  Regierung
nidt dafiir bejahlen tann, .

4. Tagtaglid yeigt bie englifde Suftwafie ihre Madt dbuyd
Fliige weif ing beutiche Sand binein.

Deutiche! Vergept nicht!

Reitergeben!




" WARNUNG! -

Weltreidied fteben, jombern aud) ein Bilnbuid mit
anberen Grofmdditen. G8 geht um bdie Rettung
ber Menfhenfreiheit und um bad Redht freier
Bbiter, fret gu leben.

Bi8 jum Ieﬁen Ungenblid Haben ber Papft,
ber ‘Brifibent ber Bereinigten Staaten, un t
f0nig von Welgien im Namen von WVelgien,

olland,  Qugemburg, Dinemart, Sdreben,

oroegen unbd Finnland, fid) vergeblih an eute
{-Regietung getvandt, mit bem bringenben
Tn, bent Berhanbdlungsiveg ftatt bed HKrieged
gu roaplen, - ]

@8 Dbridht dber Guch feht cine SKataftrophe
Berein, in ber bas ﬂ’teid)d’{itﬁ von ber Gemeinjdhaft

erter Bolfer ifoliext befinbet, ofne jebe
nterftiifpuig auper bder bes fommuniftijhen
Rupland.

Diefen Krieg tonnt e Hnicbt gervinnen,
Gud) gegenilber ftehen viel grofere Mittel und
VGl Sabuen 1 Gty o i fBcthe e
n veh bie fehiir enfue
und burd) ein unglaublihes Syftem von Spigeln
unb UAngebern die Wabhrhett vorenthalten mworden,
burftet Gudh nicht etnmal fiber bie in Gurem
n vollbrachten Graujamteiten ausiprechen,
Cud) gegeniiber fteht bdie vereinte ®raft frefer
blter, Eie mit nf&fwn Uugen bid jum i!zrbten
flh:Hhtt Treibeit tampfen.
nd ift ber Srieg ebenfo mwiberlih wie Gu
aber vergefit nicht, bafs i&nglanb, d;inmar uﬁ{
m ge m;nggt, !i’?n unmatggtlﬁb auidyi au 1|.’
: an erven eine i
quellen unericybpflich W e
Wiv geben nicht nadh.

m 7 276
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 WARNUNG! \

@ngland an das deutiche Bolt

Die Nazi-Regierung Bat, trop der Bemiihungen
ber fiifhrenden @ropmddte, die ﬁh‘.{t in einen ﬁ'rawg
gejtiiat,

Diefer Rrieg ift ein Berbrechen., Dasd beutfdye
Bolt muf zivijhen dem Borwanbd, den feine Regiers
ung. benuft, um den RKrieg vom daun zu brechen
und den Grundjigen, die England unbd Frantreich
gur  Verteibigung  Polens gromgen, ganz far
unterjcheiben, - : ;

Bon Anfang an Pat bie englifche Regierung
exfldrt, daf an ber po nijhen Frage nichts ift, roas
einen europdiifchen Rrieg mit allen feinen tragifjchen
dolgen redhtfertigen fann,

&imf Monate nadhy bem Miinchener Bertrag
urde bdie Gelbjtjtdubigteit bder Tidhedoflopate
brutal zertreten, enn Polen nicht auch von dbem
gleihen Schidjal erveidht werben joll, bann muften
wir barauj beftehen, baf friedliche Berhanbdlungs-
methoben nicht durdh Gemaltandrohungen un-
mbgli) gemadit rerbden, bagg bie zu trefienbe
Abmachung bdie Lebensrechte Polens getodhrieiftet
und aud) ebrlich gebalten toicd,  Gin Dittat !
fonnten wir weder ulagen nod) annehmen. !

Wenn Herr Pitler glaubte, die englijhe Regie !
foetbe aus Angjt vor dem RKriege die Polen im Sti -
laffen, fo bat er i) fchwer getdujcht. Critens j
bricht England fein einmal gegebened Wort nicht,

Auferdem ift ed aber %git, der brutalen Gerwalt, 5
bie die Nagi-Regierung der Welt aufgivingen il |-
ein beutliches Halt zu bieter,

Mit diefem SKrieg- ftellt i) ber Reichstangler -'

egen den unbeuglamen Willen bder en lijchen f
eqierung, einen Willen, binter bem nicht nue
bie gefamten Pilidquellen und Mittel bes englifthen
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o England an das deutfche Bolt

Die Nazi-Regierung BHat, trok bder Bemﬁﬁung'ﬂt

bet fiihrenden Grofmddhte, die Welt in einen frieg

geftiivat.

‘Diefer Krieg it ein Verbreden. Das beut[cf;e
Bolt muf swijchen dem Vorwand, den feine Regier-
ung benupt, um ben Krieq vom ~g-::tun su bredhen
unb ben Grunbidfen, bdie England und Frantreich
gur  Werteidigung  Polend  zwingen, gang fax
untericheiden,

- Bon Unfang an Pa.t bie englijche Hegieru
erfldrt, baf an ber po nijdhen grage nichts ift, o
einen europdijden frieg mit o
Folgen rechtfertigen fann.

giinf Monate nad) dem Miindhener Bertrag
fourbe bie Selbftftandigleit der Tidhechoflovater
brutal gertreten. entt Polen nicht aud) von bem
gleidhen Sdidjal erreicht werben oll, bann muften
wiv. barauj bejtefien, dbaf friedliche Berhanbdlungss
methoben nicht bur Getaltandrohungen uns

) gemadht rverben, baf bie u frefiende
J ung bie febensrechte Polend gervdfrleiftet
und aud) ehrlich gebalten ith. Gin Dittat
tonnten wiv weber julafen nody annehmen, :

Wenn Herr %iﬂer ginubte, bie englifche Regieru
toetbe aus %zg tmnx:f d)mf griege bie $fcll§n im &gﬂ
Iﬂj&n. 0. hat er i wer getdiujcht. ens
bricht nd fein einmal gegebenes Wort nicht,
Auperbem ift e8 aber Feit, brutalen Gervalt,

en feinen traglicben

- bie Ddie ?agi-me;}iemnq ber Welt aufgwingen i,
ein beutl

hed Halt ju breten,
Mit biefem RKrieg ftellt ih ber Reichsfansler
&ege.n ben unbeu%nwn illen der englijchen
egiexung, einen Willen, Bhinter dbem nidt nur
bie .gefamten Diljsquellen und Mittel bes englijchen
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WARNUNG!

e

Weltreidhed ftehen, fondernt audh ein i}ﬁﬁbn!ﬁ mit
anberen (rofmdachten. €8 geht um bdie Rettung

ber Menjdhenjreibheit und um das Recht freier

Bolter, fret ju leben. .
Bid zum lepten Augenblid BHaben “bder it;
ber Prafjibent ber ﬂlereﬁmi ten EStaaten, unfagei:
fonig- von- BVelgien im Namen von Belgien,
olland, Luremburg, Dinemar!, Sdhweden,
orivegen und Finnland, fid) vergeblidh an eure
Nagi-Regierung  gerwandt, mit bdem dringenden
Crjudjen, den Berhandlungdweg ftatt ded Rrieges
su rwabhlen, : ;
€3 Dridit diber Cud) jept eine SRataftrophe
Beteint, in ber bad Reich fich von der Gemeinfdhaft
ﬁnﬂiﬂerﬁer Bolfer ijoliert befindet, obne jebe
nterftiipuug aufer bder bed Formmuniftifchen

- Rufland

Diefen Krieg nnt Jhr nidht gerwinnen. -
Cud) gegeniiber ftehen viel grofere Mittel und
ﬁﬂéiqueﬂen al8 Gure eigenen. o :
it Jabren ift Cud) durd) bie fhirfite Senfur
und durd) ein unglaublides Syjtem von Spiseln
unb Angebern die Wahrheit vorenthalten rvorden.
g!u;p burftet nk% einmal {iber bie in Eurem
men vollbradyten Graufamteiten ausjprechen,
Cud) gegeniiber fteht bdie vereinte Srajt frefer
Boifer, die mit offenen Augen bi8 jum Leften
fiiv bie Freibeit tampfen. o
Und ift ber RKrieg ebenfo tviderlich mwle Gud,
abet bvergefit nicht,. baf GEngland, einmal zum
frieg gesioungen, ihn untoeigerlich audy zu Junbe
fithrt. lanbd MNerven find 3ah, feine Pilfs-
quellen unerjdhdpflich. i B |
BWiv geben nicht nad.

Weifegeben o g
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TELEGRAM

The White House
28wume 100 Cable USG 810p Hushington

Londen, Nov.12,1939 110AM

The Honorable
The President of the United States

Washington De

I have sent the following telegram to Will Hays:
"Have Just seen Mr.Smith Goes to Washington., I consider this
one of the most disgraceful things I have ever seen done to
our country. To permit this film to be shown in foreign
countrles and to give people the impression that anything
like thie could happen in the United States Senate is to me
nothing short of criminal, I am sending & copy of this wire
to the President of the United States,"

Joseph P,Kennedy,



London, November 17, 1939

Dear Mr. Praaidént,

A8 you probably have Judged, from thé cable T
sent you regarding the motion picture "Nr, Smith Goes
To Washington", I have been considerably incensed
about 1it, For your information, I am enclosing a
cony of a letter I have sent today to Cohn and Capra
in answer to their telegram, copy of which is also
enclosed.

This whole subject, I think, is terribly im-
portant, and I hope to have a chance to talk to you

about it when I come home.

Faithfully yours,
d:“‘“",’z\

The Fresident,
The White House.



London, November 17, 1e3s

D.II' “‘I um'

Replying to the eablegram whish I received from
and Mr. Capra regarding "Mr, Smith", I am afraiq that we
are looking at this pioture through different eyes, 1
haven't the slightest doubt that the pioture will be sug~-
cessful in America and I have ne doubt that, financially,
it will ve Sucocessful here and will give great pleasure
to people who see it. 1t is my belier, however, that,
besides giving entertainment, it will give an idea of
our politiecal life that will do us harm, T have felt it
to be my business since I have been Ambassador here to
try to correct completely erroneous impressions that the
English people have regarding customs and manners in the
United States,

also convinoed that the picture will definitely disoredit
Ameriean Government and American eivilization in the eyes
of the English publie. In the United States we are ag-
oustomed to violent attacks on publie servants and mueke
raking exposures of officiels, but in England this is not
nearly so much the case,

In your pioture a Governor, Senators, the Press and
Redio are all taking orders from orooks. I disagree
that "the piloture develops theme of true Americanism

perienced of peoples representatives could arise in
mhnlt legislative halls, expose political chicanery
thr existing Senate rules with sympathetic aid
of presiding Senatorial officer make justioce triumph
over one orooked Senator," The mere fact that "Mr.,

’ e Smith
Harry Cohn u
aululil‘.:.%h tm"-l

Hollywoed, California.



Smith" talks for twenty-four hours isn't the thing that
finally persuades the Senate that they should bask him
up. It is the moral conscience of an old associate of
his father that finally breaks the fillibuster. It is
not the strength of our Government that makes this break.
It is one man's consclence,

In forelgn countries this film must inevitably
strengthen the mistaken impression that the United States
is full of graft, corruption and lawlessness and contains
very little in politics that is creditable, For instance,
today I am disgusted, in reading all the English newspapers,
to see that Al Capone's release from the penitentiary re-
ceives front page notice, while only one paper gives an
obituary notice concerning a man who has given many years
of his 1ife to service in the Supreme Court of our Land -
Mr. Justice Butler, I have been in England long enough
to get the feel of the people here and it is amazing, the
impression they have about our Country being run by
gangsters and orooked politicians,

The technical excellence of the film increases the
danger of making our Government seem to be run entirely
by dishonest interests. I have & high regard for Mr,
Capra and for his sincerity and oreative genius. I know
of no man in Hollywood whose work has given me greater
pleasure or who I think has made a greater contribution
to the production of motion pletures, but his fine work
makes the indictment of our Government all the more damn-
ing to foreign audiences. He makes it appear a wvivid,
living truth and, to an uninformed publie, it becomes a
sweeping condemnation of & general condition. I feel that
to show this film in foreign countries will do inestimable
harm to American prestige all over the world.

1 regret exceedingly that I find it necessary to say
these things. As one who has been in the business and
who has been vitally interested in its success, I am the
last ome to offer gratuitous oritiolsm, but I do feel that
the producers of California must assume their responsi-
bilities much more earnestly than they have to date, in
order that the prestige of our country will not suffer.

I know they never intend thie shall be the case. The
fact remains, however, that pletures from the United States
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are the greatest influence on foreign publie opinion of
American mode of life. The times are precarious, the
future is dark at best. We must be more careful,

Sincerely yours,

JOSErH T, XENNEDY

Copy for

The Fresldent,
The White House



/

COPY OF TELEGRAM

Hollywood, California
‘November 13, 1939.

Joseph F. Kennedy,
United States Ambassador,
London

Because we value your good opinion and judgment greatly
we are deeply concerned with expressions conveyed in your
cable to Hays. Newspaper opinion throughout country edi-
torially as well as in reviews have boldly and enthusiasti-
cally stated "Mr., Smith" has great patriotie 1ift. We do
not believe this picture could have been given such vast ac-
claim as it has received if content or theme were either un-
patriotic or constituted attack on our form of Government.

We believe and countless newspaper comments agree that pla-
ture develops theme of true Americanism showing how under

our democratic procedures least experienced of peoples repre-
sentatives could arise in highest legislative halls, expose
political chicanery and through existing Semate rules with
sympathetic aid of presiding Senatorial officer make justice
triumph over one ercoked Senator, Following are actual
quotations: NEW YORK TIMES: "Stirring and inspiring testimeny

of liberty and freedom to simplicity and honesty and to imnate
dignity



dignity of the average man", HERALD TRIBUNE: "Memorable
American testament as well as moving and absorbing screen
drama", Hearst papers which are constantly campaigning

on theme of Amerlcanism found Mr. Smith great and grand and
American and vigorous and advised readers to see it.
WASHINGTON POST found theme outward symbol of rugged pat-
riotism, lofty ideals and heroic sacrifice. BOSTON
TRANSCRIFT: "Film honors Democraoy™. ATLANTA CONSTITUTION:
"8tirring preachment of patriotism. CLEVELAND NEWS declares:
"Film stifles cyniciam as it goes about demonstrating that
no matter how evil may ereep into high Governmental places,
the foroes for good in our Democratic way will win out,
CINCINNATI INQUIRER: "Upholds workable prineciples of our
representative Demoeracy.” International Federation of
Catholie Alumnae states in its review that this i1s great
screen achievement whieh only a Demopracy could present.

Mailing newspapers containing editorials and reviews.

HARRY COHN, FRANK CAFRA.



THE WHITE HOUSE L
WASHINGTON ¢S

74 Decamber 11, 1939.

MEMORANDUN FOR

THE PRESTDENT

The attached sheets contain compilations in tabular
form of the graphic data presented in the books the
Prasident gave me on Friosy.

The originnl books will be returnsd us soon as I

have obtained thom from 0.H.I.

Hespactiujd

Franklin D, Hoosevelt Likrary

DECLASSIFIED /
DOD DIR. se00.5 (o758
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MERCHANT MARINKE LOBSES

PRITISH-=-ALLIED-=NEUTRAL
COMPILED FROM OFFICIAL BRITISH GRAFHS

AS REFORTED UP TO £8th NOVEMBER

PREPARED BY THE OFFICE OF MAVAL TH"I'.'-!U_IGL‘I\V



TOTAL NON-ENEMY SHIFPING SUNK

(Gross _ _ Tonnage)
For Weok ending 1 By Submarine By Mine 1 By Surf.Craft:  Total
' ' ' 1
6 Sep 1 32,500 ' 500 1 ——y—— 1 33,000
13 Sep 1 63.5{”! i 9,500 1 — H '|'3p000
20 S‘P ] *9.”] H .000 H - H ST,DDO
27 Sep 1 17,500 i et i ————— 1 17,500
4 Oet 1 17,500 1 500 1 5,000 1 23,000
11 ﬂu‘t [ ] Zlmﬂ 1 '6.500 1 Eimﬂ H 13;599
18 oet ' 82,500 ' 500 ' 2,000 1 85,000
25 Oct 1 14,000 1 16,500 1 - ' 30,500
1 Now 1 27,500 1 5,000 1 ——ym—— 1 32,500
8 Nov 1 ——==— 1 13,000 T e t 13,000
1.5 Novw | 11,5'30 H l].-.m | 1'50” ] E‘|WD
22 Now 1 19,000 ] 51,000 ] 1,000 L] 71,000
Ig! gﬂ- HE! ] T.EDD ] 16-5@3 ] T —— 1 2-‘-:@0‘3
TOTALS: ¢ 344,000 3 138,800 1 14,500 1 497,000
GAINS AND LOSSES oF ITISH CHANT VESSELS
(500 tons Grosm and over)
Gross T
' GA TNS 1 LOSSES 1 NET $ HET
For Week ending iTransfer from iMiscellaneous GAINS ' LOGEES
1foreign flags,s5unk and seized: '
inew shipsy & 1 by Enemy. 1 1
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1 1 1 :
b sep t 27,500 & B4,000 P meyeem 1 E,500
13 Sep 1 10,000 1 59,000 1 ——— 1 49,000
20 Sep ' 12,000 [} 15,000 ] —m—— H 3,000
27 Sap 1 12,500 1 5,000 1 7500 1 -y
4 Qct 1 39,000 1 64000 1 33,000 1 e
11 Qet r 14,000 ' 19,000 1 ————— b 5,000
18 oot H 15,000 1 30,000 1 5,000 ' ————
25 0ot : 34,000 : 19,500 1 14,500 1 ————
1 Now 1 28,000 ' 11,000 : 17,000 : R
8 Nov t 20,000 H 4,000 ' 16,000 ' o
15 Mov t 71500 t 37,500 ] e i 1 30,000
M_L_L@w 20 1 9,000 1 —————
ALS : 2 t 310,000 1 102,000 1 143,500

TOTAL NET LOSS:
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BRITISH MERCHANT SHIFPING SUNK
/ For t By Submarine ¢ By Mine + By Surface Craft: Total by Week
Weak sndin Cross_To os_Oross Tonns ¢ Nos Cross Tonns t No. Cross Tonn.
1 f 1 1

6 Sep t § 32,790 1 © e gwan f 0 wymen g B 32,790

13 Sep i ] 52,700 1 2 11,400 ¢ O =y g 13 64,100
20 Sep : 11 45,160 1 1 1,800 ¢+ 0O m—ybe= g 12 46,960
27 Sep # 3 Ts900 3« 0 =my=== § D g g 3 Ty 900
40t 1 1 1,000 1 0 ——ym—— 1 5,000 1 2 64000

11 Qet t 0 m=pg=== ¢ 0 —ym—— g 1 5,000 g 1 5,000
18 0ot 1 6 42,600 1 © == 1 0 = 3 B 42,600
25 Det 1 4 12,400 3§ 2 3,000 3 O ——y=—= 1 b 15,400

1 Now | 5 19,100 1 © =a,mu=  § D ==ym—= 3 5 lgi‘lw

8 Nov : 0 g 1 0O mmymm= g 0 = 3 0 P

15 Now | 270 ¢ 4 10,700 ¢ 1 T00 1 6 11,670
22 Nov ] 9 1#.‘9‘00 1 4 5,'-043 1 0 T H 13 I‘3ﬂﬂ'

3 1 0 1 _4

o: 28 Now o [
TR B T 4 T SN T S WA MR | W

BRITISH - ALLIED - NEUTRAL MERCHANT SHIFFING SUNK BY MINE

|l en

For 1 British 1 Allied t Keutral 1 Total by Weak
Week ending 3 No. Gross Tonn. 1 Nos Gross Tonn. i No. Cross Tonn. : No. Gross Tonn.
' 1 ' 1
6 Sap t 0 e e B ——ym== p 1 330 2 1 330
13 Sep t 2 11,250 ¢ O ——y=—= 3 3 9,700 : § 20,950
20 Sep 1 0 m—g=== 1t 0O et e T | 55900 1 1 5,900
27 Sep t O e m—yme= 3 0 e e b
4 Dot t O ——y=== 1 0 m—ym= 3 1 Boo : 1 doo
110t 3 O m—yem= 1 0 ey 1 6,800 & 1 b4y800
18 Oct t O ——y=== O ——— 1 1 800 ¢ 1 doo
25 Qot r 2 2,800 1 1 3,000 1 3 10,000 : & 15,800
1 Kov 1 0 et e L e e 5,100 1 2 59100
B Nov t 0 == 1 0 —m—e g 2 12,600 1 2 12,600
15 Nov 1 4 11,000 & O m—m—= g1 400 1 5§ 11,400
22 Nov t 4 6,600 ¢ O e e 36,200 : 11 42,800
To: 28 Hov 2 0,300 : 0 mmgm== 3} O s=egeee 3 2 10,300
5 14 41,950 1 1 3,000 3 23 BE.830 1 3B 133,580
BRITISH = ALLIED - MNEUTRAL MERCHANT SHIPPING SUNK BY ENEMY ACTION
For t British 1 Alliad 1 Heutral t Total by Week
Week ending 1 No. Gross Tonns : No. Gross To os Oross To ¢ No. Gross Tonn.
1 1 1 1
& Sep t 5 31,500 : O e bl I 500 & 32,000
13 Sep T 13 63,000 1 O e i B 10,000 = 16 73,000
20 Sep 1 13 46,750 : O e el B § 6,000 : 14 52,750
27 Sep 1 3 8,000 ¢ 1 2,500 1 4 6,500 1 8 17,000
4 Det r 2 6,000 ¢ © e el B 16,500 & 11 22,500
11 Oet P 1 5.“") 1 O smgmen g 2 '.",SDD 1 3 12,500
18 Oct 1 6 43,000 @ 4 35,000 1 3 7,000 & 13 85,000
25 Oat 1 b 15,000 | T 3,()00 T 4 11,000 1 11 29,000
1 Neov t 5 19,000 1 1 5,500 : 3 9,000 & 9 331,500
BHov 1 0 ——y=== 1 0 meyme= g 2 12,500 1 2 12,500
1 Nov 1 & 12,000 1 © m—yme= § 3 12,000 1 9 24,000
23 Mov : 12 19,000 : 3 4,000 & 10 47,000 ¢ 25 10,000
Tor 28 Nov 31 3 . O el g mnywer
TOTALS: 3 75 10 g 4 4




January 24, 1040

Dear Joe:

I wae glad to have your lstter and
am terribly sorry thaet you have had suoh a
bad time. Missy tol)d me of your oall the
other evening and I do hope that you ere
feeling very much better and will not have
to have an ocperation. Do keep me in touoch.

My beat to you and FRose.

As ever,

Honorable Joseph P. Keunedy,
Palm Beach,
Florida.

maltmb



! JOSEPH P. HKENNEDY
1, @ ROCHEFELLER PLATA
A i HEW YORK.M.Y,

o’ January 18, 1940

Dear Mr. President:

I thought y-u might be interested to know how your
Ambagsador to Great SBritain is getting along. Briefly,
I have really had a very rotten time, but I am feeling
very much better,

I am having a check up made twice a week and while
I have not gained any weilght I have not lost any, and
the pain I was suffering Practlically day and night is
now intermittent, As it now stands unlese there 1s some
extraordinary crisis abrosd I am planning to be in Wash-
ington around the 15th or 16th of february, and spend
two or three deys there, and go into the hospital on the
19th., If you plan to get away earlier as Sumner Wells,
who called to see me yesterday sald, I shall change my
pPlans accordingly., At that time I expect they willl elther
tell me that I have a major operation in slght or be on my
way to Burope within a week.

I have been resting about fourteen hours a day and
I am pretty well tanned up., Of course, I am glad to see
that no erisis has arisen that would make me feel that
you were mlssing something by not having me there. But
slnce I know that during this period I would only be send-
ing you perfunctory messages, I am not as nervous about
that as I might be,

The children hhve all gone home and Rose is staylng
with me,

All these plans, of course, are contingent upon
nothing arising in Europe which will make you feel I
should be there, because ¥you know that regardless of what
the results might be to me in disregarding doctors orders
I would take a plane and get over there,

In the meantime I will keep You advised as to how
I feel, and if there should be any definite change one
way or the other,

With my deepest respects ana warmest regards, I am

Sincerely yours,

Jpk:e " e ,z—‘“.-i\



For note of Oct 6, 1939 from Amb Kennédy
transmitting letter from Chamberlain of

Oct 4, 1939 to the President,

See: Famous People File-Drawer 3-1939



THE WHITE HOUSE
WASHINGTON "i'ﬂ

uay 9, 1940,

KEMORANDUM FOR
T R TATIRET ART OF STATE
1 think this should ba seen
by your eyes only ia view of
Joe Kennedy's speoisl caution
in his latter %o mo. Flease
return when you heve finished
with it.

F. D. R,

Report om the CGerman
Supply Outlook prepared by
the Britieh Becret Service
and the Intelligence Branch
of the Uinistry of Economic
Warfare.



THE WHITE HOUSE
WASHINGTOMN

May 9, 1940,

UEMCRANDUM FOR
R ST O S i
I think this should be seen

by your eyes only in view of

Joe Kennedy's special ceution

in hie letter to me, FPlease

return when you have finished
with 1it,




THE UNDER SECRETARY OF STATE
WASHINGTON

May 10, E.Qéﬂ
l\ = . "{1 /
o LW
\K; -.I?LII-L-‘ r..\ ["M t_
My dear Mr. Presldent: '

I am returning herewlith the papers which you
were good enough to send to the Secretary and my-
gelf for our information with your memorandum of
May 9.

I found the information contained in these

documents particularly interesting.
Eelieve me
alt 1lly rnurl.}\\

The President,
The White House.



LONDON, April 19, 1940,

Dear Mr. Presldent:

Through a series of fortunate accidents I obtalned
a copy of the most recent report on the German Supply Out-
look, prepared by the Britlsh Secret Servlice and the In-
telligence Branch of the Minlstry of Economiec Warfare. It
contains a great deal of interesting information.

I hope you will be good enough to cause every precau-
tion to be taeken with this report because a leskage would
produce unpleasant if not serious consequences,

I am sending a copy direct to Mr. Hull,

Respectfully yours,

A

i

The Honorable
Franklin D. Roosevelt,
The White House,

Washington, D.C.



{THIS DOCUMENT IS THE PROPERTY OF HIS ERITANNIC MAJESTY'S GOVERNMENT).

Minlstry of Economic

[ Warfare,
Intelligence Branch.

llﬁMJ"‘l dlta‘d 5." .iﬂl-r

THE GERMAN SUPPLY OUTLOOK.

The attached papers are confined, as far as possible,
to a statement of facte and have been compiled by the two
Departments of the Intelligence in co-operation. The resulting
compilation claims to be no more than a preliminery statement,
thought likely to be of values to & number of Officers in the
Ministry for different purposes., The tentative conclusions
suggeated are subject to amendment In the light of future esvents.

The paper caennot be appreclated without a close study of
the varicus Appendices, which are themselves compressed from &
vary much greater mass of material avalleble, and may, therefors,
have suffered somewhat in the process. Further end more detailesd
information and deductions based thereon, some of which has
already been circulated in previocus papers by the Intelligencae

Eranch can be provided as required.

(8gd.) D. MORTON.

Coples to: Ministry of Economlc Warfare.

RECGRADLD UNCLASSIFIED
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(THIS DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY'S GOVERNMENT) .
MINISTRY OF ECONOMIC WARFARE,

A — INTELLIGENCE ERANCH.

1.636/1 dated 3.4.40.

THE GERMAN SUPPLY OUTLOOK.
1. OBJECT OF THE PAPER,

The war has now been in progress for seven months, during
which time the Allies have taken steps to exert sconomie
pressure upon the enemy and Germany has taken counter-measurss
to minimise their effect. There is no need to trace the
history of events, but 1t 1s important to take stock of the
sltuation,

The whole field 1s sti1ll fluld and anyhew so vast, that
any readable statement must be confined to brosd conclusions
and further limited by certain preliminary assumptions. The
assumptions are that no fundamental change takes place in
the diplomatic or strategle situstion or the present degree
of the navel control of contraband and enemy exports, while
the study must be limited to raw materials commonly known
as "Key" commodities (see Appendix II).

Within the sbove limits thias paper attempts to throw
soms light on Germany's ability to carry on the war in face
of Allied economiec pressure as at present exercised.

2. QOERMAN SUPPLIES FROM ADJACENT NEUTRALS.

The Allies have endeavoured to limit the supplies which
Germany may draw from adjacent neutral countrlies prineipally
by means of War Trade Agreements &nd, where feasible, by
pre-emption.+ Although a number of Agreementa have already
been signed or are still in negotiation, there remain
certaln countries, notably the U.S5.,8.F. and Italy, with whom

REGRADED UNCLASSIFIED an

# Note: The countries regarded as &djacent neutrals for the
Present purposes are listed at Appendix II.




&n sgreement satisfying the aims which the Allies have in
view 1s difficult to obtain,

Where an Agreement has besn signed or is in active
negotiation, & falrly accurats quantitative estimate can be
made of the key commodities whiech COermany should obtain frem
that country, if the Agresment is rigidly obaserved. Thess are
tabulated at Appendix III. In orden sufficlently to complate
the pleture, estimates must be added of what Garmany may hope
to recelve from the domestio products of those adjscent neutrals
with whom the Allies have so far not been able to negotiate a
War Trade Agreement. However, this 1s not impossible, even in
the cass of that permanent enlgma the U,5.8.H.

&. OERMAN SUPFLY OUTLOOK ASSUMING NAVAL CONTHOL AS AT PRESENT
EXERCISED TO EE FULLY EFFICIENT.

A good deal 1s known about the pre-war German consumption
of raw materials., Tt 1s, however, imposeible to predict the
essential minimum rate of consumption under war conditions, where
statlstics alone, sven ware they avallable, would not provide
& true plcture. The possibillities of substitution, of rationing,
the relative importance of the different deflclencies, to mention
only a few of the moras important factors, are not to be revealed
by statistical tables,

Huvarthulaal, important conclusions can he drawn from a
general review of the position for each commodity or group of
commoditlies in turn, introdueing the necessary quantitative
conslderations. Such a review of the principal German "kay"
commodities 1s summarised in Appendix IV which takes inte aceount
the supplies Garmany may hope to obtain from adjecent neutrals
as set out in Appendix III#, but assumes, not only that all War

® Note 1. Some allowance 1s made in Appendix III for the effect
of preemptive action by the Allles, though this must
perforce remain vary uncertaln at present,

|
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Trade Agreements will be strictly observed, but alsc that no
significant supplies will reach Germany by ses routes which
the Allled Navies should be sble to conbtrol.#

The guestion of the German export trade under war condi-
tiona ereates furthsr difficulties. In peace time & propor-
ticn of her imports of key commodities were consumed In
exports., Germany nust continue to export in war. The extent,
however, to which she will have to consume "key" commodities
for this purpose is impossible to estimate concisely. This
difficulty is overcome by considering German supply in rela-
tion to Cerman demand for domestic consumptlon omnly.

This paints too pessimistic a picture from the Allied
point of view, but 1t 1s reasonsbly sccurate within its
limits end at lesst begins to 1lluminate the situation.

On this basls ths following table has been compliled
comparing Germany's current supply with her pre-war demend
for domestic consumption only, shewing the percentage of
her current supplies which she should be able to obtain from

imports under present conditiona.

# Note, This assumption 1s necessary in order to prevent the
study getting immedlately out of control. Any
unreality is corrected later in the paper,




only, excluding exports.

E P on, '-"“_EEE red w a
Le of cona tion to meet domestic requirements

Corsalas + 4 o o o« & o
Bauxite . . . . .
Manganese . ., . . &
Asbestoa . . . . . .
Antimony. . « + & =
BUlpbme . o s oaloeww
BREE ovws s i uiilanm e

Meat., . . .

Fetroleum products. .

Iron and Steel. . . .

Phosphorle fertilisers
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Textiles., . . . . .+ .
Leather « « o« & o » &
PR . il elid e
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100% or more
100% " "
100%
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100%
100%
90-100%
B4-90%
80-90%
79%
58-62%
61%
61%
§52-57%
52-57%
35-38%
25%
24%
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9%
N1l
Hil

Current Importes
[T of currant

suppliles,

11-17%
88%
50%
87g
508

35-38%
17%

12-20%

37-41%

33-37%
49%

28-33%
19%
25%

8-9%

25-31%

N1l
78%
48-58%
100%
57%
Nil
N1l




4. OERMAN STOCKS.

The pleture given in the foregoing table i1s modified by
the fact that, on the cne hand, Germany has been exporting in
war time and must continue to do so and, on the other, by the
existence at the outbresk of war of stocks of "key™ materisls.

Already Germany demands from hep customers, usually beforas
delivery of the order, non-ferrous metals end sometimes other
raw materials equivalent to the welght contained in the Ecods
exported, thus preventing any nett reduction in her stocks.
She cannot do this for iren end some other materials - Thus,
eélthough the above table shews her current rate of iren supply
as B0-90% of her pre-war requirements for domestic consumption,
it 12 in faet only 60% of her total pre-war supply, if that
proportion consumed in exports be included. Her true positicn
12, thereforse, somewhere between the two limitas.

Germany has not added to her stocks of raw materials since
the cutbreak of war, though she has taken extensive measures
to conserve them. It has been too hastily assumed that the
relative inactivity of the Armed Forces has asslsted Germany to
this end. Militaery inectivity has undoubtedly enahled Garmany to
increase her reserves of finished war stores, which in September
lest mey have been smaller than 1s generally supposed, but 1t ia
the activity of Industry and not of the Armed Forces which
governs the slze of German stocks of industrisl raw matertsls,

A caleulation of the present German stock position is
Bccompanied by great difficulties. Something wes known sbout
it at the outbreak of war, but later infermation suggests that
pre-war estimstes were inclined to be too liberal te Germany in
regard to several important commodities. There 1s 11ttle doubt
that in the early days of War, before expenditurs had been

regulated in the light of current supply, some stocks wers being

<




==
reduced at a rate which alarmed the Cerman authorities. Now
the rate of consumption can, to a considerabla extant, be
determined by the German authorities themselvea,
Nevertheless there 1s good reason to bellieve that now,
that ls in April 1940, the Germans are
(2) finding serious difficulties in mesting demands fori-
certaln ferro-alloys
lubricating oils and greases
rubber and rubber substitutes
textilas

(b) using up more rapidly than they can replace thelir
limited stocks of:-

motor spirit, diesel and fuel oil
fats end animal feeding stuffs
laather
certain non-ferrous metals
There is, however, no guarantee that this process will con-
tinue, unlees pressure is maintained and even tightened.

S. FURTHER SOURCES OF GERMAN SUPFPLY.

The above preliminary conclusions may not sesm very
promising for a rapld decision in faveur ef the Allies through
economlo pressure slone as at present exerclsed. It becomes
even less so when recalling that Germeny has at present other
scurces of supply of which no account has ¥at been taken,

These may be classified as:

(a) Supplies reaching Germeny by routes uncontrelled by

the Allies;

(b) Leaks in the existing control of contraband and enemy

exportsa;

(e) Breaches of War Trade and other sgreements,

It remains to consider thase in turn, but the preliminary
conclusione reached above shew that the success of our econcmic
campaign may depend to a great extent on the nature and quantity
of the supplies which Germany can obtain through these additional

channels,

6. ROUTES UNCONTROLLED BY THE ALLIES.
—_— ey o4 18R ALLIES

Although the only great route of supply to Germany regarded
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in this paper as beling uncontrolled by the Allles 1s that of the

Trans-Siberian Rallway, supplies of vital importance are elso reaching

Germany by the Baltlec and Black Seas, The supplies which Gesrmany
may expect to get by these routes from Russia, Scandinavia and the
Near and Middle Esst have been included in the calculations alresady
made, which shew that were 1t found possible to close either of
thess seas to German trade, results of far-reaching importance
would acerue. It has been estimated, for example, that the total
stoppage of Swedish supplies of iron ore should scon reduce Jearmany
to a desperate condition. Agaln, German supplies of manganess and
petroleum from the U.2.,5.R. and of cotton, hides and skins, fats and
other important commodities from the U.8.8.,R., Iran and Turkey
depend largely upon transit of the Black Sea to Cdesss or Roumanlan
and Bulgarian ports.

For the present; however; 1t is the facllities offered to
Germany by the Trans-Siberian Rallway which are probably of more
immediate concern. There 1s good reason to belleve that this rail-
wey may carry goods to Germeny at a rate of over 300,000 tons a year.
By 1t CGermany may cbtein, and indeed has already begun to receive,
not only the produce of Asla; soya bean oll, cotton, rubber, tin,
tungsten and so on; but also that of the Americas, carried first
across the Pacific Ocean, including cobalt, molybdenum and copper.

The potentialitles of this route have already been summarised
in & recent Cabinet Paper (W.P.{g) (40) 72) dated March 11th, 1940,
whose conclusiona need not be repeated. Suffice to say, however,
that the accommodation afforded could relieve the German shortage of
ferro-alloys end non-ferrous metals and also permit Germany to
import substantisl gquantities of soya bean oll from Manchuria and
whale oil from Japen. This alone would have a reslly important
influence upon two of the week points in the present German &conomy -

ferro alloys and non-ferrous metals for armaments and edible fats far




the people. There would also be room to transport signifieant
quantities of rubber and cotton.

Attention may also have to be directed to a method of supply,
which cannot carry great weights but cen transport important
quantities of highly valuable goods, nemely, neutral air routes.
These have already been used for the carrlage of industrial
dismonds and even concentrates of the more valuable ferro-alloys,

7. GERMAN SUPPLIES THROUGH LEAKS IN THE CONTRABAND CONTROL AND
TES _OF AOHE. 8.

The relatively high degree of self-sufficlency atteinable by
Germany under present conditlons and the comparatively small volume
of & number of her chief deficlencles, which she must agoner,
rather than later, import from overseas, mekes it all the more
Important to prevent lesks in the Blockade, 1f the war 1s not to be
unduly prolonged.

Moreover, after the ocutbreak of war most adjacent neutrals set
themselves to accumulate stocks of thelr own deficlency materials,
which in most cases are the same as Germany's, This was a natural
act, not of itself implying an intention to resxport to Germany; but
individual traders, tempted by the prospesct of rising prices and the
neesds of the belligerents, have elso accumulated stocks as a
spaculation.

The existence of these stocks may tempt A desperate Germany to
military adventures, though opinions may differ on the ultimate
military edvantage to the Allies, should she taks such a etep,

What ls even more likely, however, is that, so long as loyal Nagzis
elreulate in neutral countries and neutral merchants trade fer gain,
these stocks are a temptation to the neutral merchant teo sell in

the best market, where Germany 1is ready end eble to pay high in
acceptables value for what she urgently requires. There 1s a
certaln risk entalled in allowing adjacent neutrals to wax fat

while attempting to keep Germeny lean.
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Most War Trade Agreements have been so recently signed that the
question of their observance hardly yet arises. In any case, the
honour of neutral governments is not necessarily in jeopardy. It
1s rather & question of thelr ablility to enforce thelr own laws and
regulations in face of keen attempts te elrcumvent them, which are
already known to have succeeded., To assume that War Trada Agrea-
ments are belng observed in the spirit which the Allies would wel-
come, &8 well as in thelr striet letter, =o long as there 1s no
concrete evidence to the contrary, would merely serve as further
proof of the Pauline definition of "Faith"., Before we can rest
content, 1t is essentlal to prove either that 111icit or undesirable
trade to Germany through sdjscent neutrals 1s not cceurring or, at
least, 1s confined to & volume and naturs which is insufficlent
materlially to diminish the effect of Allied economie pressure
as 8 whola,

8 EVIDENCE OF LEAXS,

Evidence of leaks in the contreband or enamy export control
and of breaches of War Trade Agreements is of the samé sort and is
derived from similar sources of information, Cirecumstances have
20 far denled to us anything like the full use of the chief and
most relieble source of information, namely, material intercepted
by the Censorship, It 1s contended, however, that i1f, as 1s at
present the case, only 10% of the inward-bound letter mail and
none of the outward-bound is subject to examination, what informaticn
has been procured 1is correspondingly of greater significance.
Unfortunately for our pesce of mind, a considerable amount of in-
formation and, in some cases, evidence, 1s accumulating. This 1a
summarised as far as possible in Appendlx V, which leaves 1ittle
room for doubt that goods of many kinds, which should not be
allowed to do so, are reaching Germany despite the control exerclsed

by the Allies under theipr belligerent rights and sometimes in




=10=-

contravention of laws and regulations enscted by adjacent neutral
countries.

The true significance of the leaks disclosed can finally be
determined only in the 1ight of statistical evidance., Some
adjacent neutrals have ceased to publish or have altered or de-
layed their current trads statlstics, while the fact that War Trads
Agresments with Northern neutrals are based upon export trade and
net upon imports, has ereated naw problems for the statisticlan.
Morecver, it is only recently that we have been able to cbtain a
reasonable proportion of the manifests of ships entering the
Mediterranean. Truly, in this war, the lot of the statistisian
is hard. By painstaking effort he can glesan some straws, but tha
g0lid clay is denied him,#

The fact, therefore, that it hes been found possible to pre-
pere the considered notes and ccnelusions forming Appendix V on
the relatively mesgre informaticn available, 1s the more disturbing.
This Appendix does not shew that War Trade Agreements have failasd
in their purpose, but it does suggest that a good deal of important
material, not allowed for in the celeculetions in Appendix ITI and IV
has hitherte been getting into Germany, and, to that extant -
though the insufficlency of statlstical information makes it lmpossible
to say to what extent that is - the Garman supply outlook has been
improved, It remains to be seen 1f the operation of the War

Trade Agreements reduces the leaks.

#* A statement has been prépared and will be eipeculated shortly
summarising such statistical information as is avallable which
shows definitely the minimum amounts of certain commodities ob-
tained by Germany during the war. The purposes of this statemant
are three-fold. Firstly, to show elearly that, in spite of the
Contraband Control and other methods of economie warfare, Germany
i1z continuing to receive substantial supplies of vitally important
deflclency commodities. Secondly, tc show that a small proportion
of the proveble trade of that neturs which exists 1is ascertainable
from stetistical scurces open to us. Thirdly, to show that, in
some cases, neutral countries are continuing to export to the
enemy commodities which they are lmporting for theilr cwn use
through the 'blockade!,
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B. CONTROL OF ENENY EXPORTS.

This paper would be incomplete without reference to the
control of enemy exports, since, judged by Allied Standardas,
Germany's most important single deficlency s her external finan-
clal resources. She has spent several years in perfecting a
technique for meking & 1little go a long way., Garman exports to
dollar countries have, therefore, a value to her out of sll propor=
tlon to thelr market price. They provide that small trickle of
new exchange, necessary to sweeten the Pre=arranged system of
Credit and Clearing Agreaements end the power to purchese that dia-
tressingly small Proportion of essentials, which Germany must sti111
pay for in devisen,

Enemy Export Contral hae only been in fopee gince January lst
in Home waters and January 10th in the Mediterranean and Red Seas,
Furthermore, Peliey hae dictated that the Order be carried out
hitherto with "leniency and gredualness”. Thig has been especially
80 Iin cases inveolving Ttaltan ships. Meanwhile thape is information
&nd in some cases evidence that the following subterfuges are already
employed to send German goods overseas through neutral countries;=-

(8) The disguige or German goods as neutral
Ehj The use of forged certificates of origin
e)

goods, for which a genulne certificate of
origin has already been obtained,

) The use of parce] malls not intercepted by the
Censorship,

e) The smuggling of goods in Passengers' luggage

f') The shipping of goods not shewn on the manifest,

g) Shipment of goods by uncontralled routes, e.g,

Trans-S8iberia and by air from Italy to Spain,

Germany 1s prepared to offer to neutral accomplices a ahare in
the devisen thus Boorulng and there ia evidence suggesting that the
Banca d'Italis has been unable tg resist the temptation,

A number of éxamples which have coms Eo light could be quoted,
while others have baen revealsd by letters ang telegrams aftep the
event. Dyes, paper and pharmsceutical products are known to be re-

packed in Italy ip Italian wrappers; gramophons records are being
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labelled in Switzerland and stamped as of Swias manufecturs,
machinery and door hinges in Belgium, vacuum flasks in Hungary.
Cerman experts have visited Italian factories to photograph and
measure packlng cases. They have even taken samplea of the wood
used and copled the slgnatures of packers.
An aeroplane engine of Garman origin was discovered, shipped
from Italy on a genuine export permit for a milling machine, Agfa
films have been ehipped on a certificate for cream of tartar;
ball-bearings have been found, marked "Made 1in Germany"™ in cases
labelled "tanning machinery",
Intercepted letters shew that German artificial jewellery,
dyes and other small goods are belng sent abroad in the parcel
poat; while there 1as evidence of arrival in the Far East, via the
Trans-Elberlan Rallway of important quentities of machine tools,
chemicals, dyes and other goods of relatively high value comparsd
with their bulk, There is similar evidence of goods reaching Spain
and Portugal by airlines touching only neutral territory.
Thus, as in respect of the passage of contraband into Garmany,
while it is even less possible to estimate the volume of exporta
which Germany 1s menaging to deapatch overseaa despite the Reprisals
Order in Council, evidence of evasions of the control Bre not re-
assuring, especlally when esccount s taken of the amall proportion
at present tapped of sources likely to provide the information and
evidence regquired.
10, CCINCI.'_’SIDH§-
From the foregoing paper and the atteched Appendices, it 1s
suggested that the following tentative conclusions may be drawn.
(a) Economic pressure, as hitherto exerted by the 1
Allies upon Germany, has undoubtedly incressed
the latter's difficulties,
(b) Nevertheless, counter-measures taken by Germany, i
in expectetion of an Alliasd "Blockade", have sg .
far confined serious embarrassment only te her

supply of certain ferrc-alloys, lubricating oils
&nd greases, rubber and textiles,




(e)

(a)

(&)

(r)

(g)

(h)

(1)
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At the same time, Germany 1s using up more rapldly
than she can replace, her limited stocks of motor
spirit, dlesel and fuel all, fats, and animal
feeding stuffs, leather and certain non-ferrous
metals,

German iron supplies will probably suffice, so leng

as she can continue to import ore from Sweden at a
rato commensurate with herp pre=war imports from that
quarter; while, unless her expenditure of petroleum
products ilncreases materially, supplies from Roumsnia
and the 7.8.S8.F, are likely to tide over her immediste
diffioculties.

Under present conditicns, Germany may hope not
unreasonably, te ralleve her shortage of ferro-alloys,
tin and copper by importing them wvie the Trans-
Siberien Railway, and also by the same channel to
recelve lmportant contributions of edible olls and
posslble othar deficlency commodities,

The T.8.8.R., if willing, should be able to make good
from her domestic resgurces the whole Garman
deficiency or mAnganese, asbestos and phosphate rock,
Spart from supplies of petroleum and other meterials,
In about a year's time supplies from the U,5.3.R,
§51 have increased sufficlently to countersct in

arge measure Allled pressure sxerted elsewhare,
supposing that German technicisns ara permitted to
reorganise Soviet transportation and production.

Should Wer Trade Agreements not be strictly cbaerved
by neutral signetory Fowers end only & low degree of
efficlency be attained in the control of contraband
end enemy exports, the German supply outlook will

be corraspondingly brighter, and the importance of
this fector 1s emphesised by the relatively high degres
of self-sufficiency Germany has slready attained
together with her apparent opportunities for acquiring
edditionel supplies from sources over which the Allies
can only exert a limited contral by diplomatic and
commercial action,

War Trade Agreements have been too recently concluded
for their cbaservance yet to be called in guestion op
their efficiency Judged, but i1t will be as necassary to
prove that they are being strictly observed and are

For reasons outside the control of this Ministry, only
& very small proportion of the potentiel Iinformetion
and evidence on the efficlency of the Blockade has
hitherto been avallsble; a ract which enhances the
impertance of information recelved. While the

present lack of sound statistical confirmation makes
it impossible to determins the full significence of
evesiona cccurring, such evidence as thers is, 1m not
altogether reassuring,

-
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(k)

(1)
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Cn the present ineomplete evidence, there appear to
be less evasions of the Blockade through Scandinavian
countries than elsewhere, save thea Balkan and
Danublan States, whose aasistance te Germany's wap
effort seems chlefly to be confined to the export of
domestic produce and, in the case gof certein firms,
to assisting in evading the export sontrol over
German goods.

In spite of the sincers co-cperation of Governments,
there have besn soms importent evasions of thae
Blockade through the Low Countries, which have
sometimes involved breaches of the emergency laws and
regulations enacted by these cocuntrias soon after tha
outbreak of wap,

Italian help for the evasion of the export contral

is probably already conslderable, and thare is reason
to bellave that 8lthough German imports of contraband
through Italy from November 183% to Pebruary 1840 may
have been small, this traffic has now begun to
increase and may soon become of merious aignificance.

(Init.) D. M.




Country

Horway
Sweden
Finland
Estonia
Lithuania
Latvia
U.8.8.R.
Denmark
Iceland
Belgium
Holland
Swltzerland
Italy
Hungary
Jugoslavia
Bulgaria
Roumenia
Gresce

Turkey

Note 1.

Note 2.
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APPENDIX IT

PRINCIPLE GERMAN DEFICIENCIES
oo VRN JEFICIENCIES
"KEY" COMMODITIES
Various lists of German "Key"™ commodities have been

drawn up. None of these are final op comprehensive, As

the war proceeds 1t will bhe found, as has already occurred,

that Garmany will try to import materials on which no shortage
has hithertc been suspected, And, since financial stringency
will forece her to import only what is indispensable to her
single alm of prosecuting "total wer", the stoppage of any
German imports will contribute to her defeat.

Nothing has heppened in the present war to upset the view
that in prectice 1t 1s not the absplute lack of any one or
two specific things which brings sbout an #8conomic breskdown,
but the ultimate unendurable scarcity of many things. Never-
theless, if Germany be no Achilles with s single vital spot,
she 1s vulnerable and can be made to bleed to death If dealt
sufficlent wounds.

The following list 1s & guide. It includes certailn
meterials which under present conditions Cermany cen apparently
expect to obtaln from adjmcent neutrals in sufficient guantities
to meet her requirements, Except where otherwiae apecified
all forms of the material, raw, sem!-manufactured or in
finished articles are to be understood.

(a) Iron; chiefly ore, though for so long as the Swedish
supply continues this is not likely to become vital,

(b) Petroleum; especlally lubricating olls and gresses and
perhaps dlesel oil.

(e) Ferro-slloys; especially molybdenum, cobalt tungsten,
chrome and nickel; to a lesser degree, since they
are potentially available from adjacent neutrals,

mangenese and silicon; but probably not vanadium




(a)

(e)

(r)

(&)

(h)

A
which 1s available in the alsg of ores from the
Herman Odring works.

Non-Ferrcus metals; especially tin, copper and to scme

extent lead, but probably not zins. Also mercury,
but Italy cen supply all requirementa.
Edible olls and fats; from which cannot be separated

certaln feeding stuffs for animels. Not avallable
in sufficlent quantitles from adjscent neutrals.

Textile raw materials; especially cotton, wool and jute;

but probably not hemp or flax which will be available
from adjacent neutrals. Artificisl fibres cannot, at
present, make good the deflclency.

Colonial produce; especislly rubber and kepok; also such
things as coffee and tea in so far as they may he
essential.

Various minerals; especlelly pyrites, mica, asbestos

and phosphete rock. Italy, however, can supply the
sulphur and Russlas should be able to supply asbestos
and apatite.

(1) Special commoditles; not lending themselves to

classification sbove, such &s gums and resins,

tartrates, hides and skine, carbon black, ete.ete.
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APPENDIX IV.
REVIEW

OF GERMAN SUPPLY
OF PRINGIPA MODITIES

The attached notes briefly summasrise the more comprahen-
alve studies of the German supply outlock in certain "Key"
commodities, upon which the Table in paragraph 3 of the
preceding report 1s based.

For the purpose of these notes 1t 1s assumed that all
War Trade Agreements ere rigldly observed and that there are
no "leaks" in the control of contraband over routes where

that 1a at present exercised.

Page.
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FOOD AND FEEDING STUFFES.
CEREALS ,
In the pre-war period, Germany, including Austria, had

8 surplus of 900,000 tons per ennum in wheat and rye, could
Just cover her requirements in cats, and was cbliged to import
1% million tons of barley and 1} million tons of maize.

While the exlsting rations for the clvilian population
cerrespond roughly teo peacetime consumption of bread grains,
the additional rsgquirements of the Army are estimated at 2
million tone per annum; there 1s also likely to be a =small
increase in the demand for ocatas.

The normal annual export surplus of German occupied
Folend and the Protectorates may be put at 400,000 tons of
wheat and rye and 300,000 tons of barley and cats. It 1s,
however, extremely unlikely that in the year 1940 there will
be any surplus at all from these territories, In malize there
was an import deficlency in Poland and Czechoslovakis of about
100,000 tons per annum,

The flgures of German production and consumption reflect
the position since 1837. In that Year the Nazl Government
prohibited the fesding of bread grains to animals, It 1s for
this reason that =a surplus in wheat and r'ye appears - & surplus
which was used for the accumulstion of stocks. The same
policy also gave rise to the large deflclency in barley, which
had to be imported to take the place of bread grains. If
the Germans found it convenlent, 1t would be possible fop them
to reverse this poliey and to substitute bread grains for
barley for the feeding of livestock.

The total import deficlency seems, therefore, likely
to amount in the year 1540 to about 1 million tons of wheat
and rye, 1% million tons of barley and 1% to 1% million tons

of maize .
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Germany must now obtain her imports of gareals from
Russle snd the Balkean countries. Tt 1s believed that she
will obtain from Russia 1 millien tons of fodder grains of
which 25% may be maize., If Yugoslavia, Hungary and
Bulgaria export to Germany 75% of thelr total pre-war
exports and Roumania only the full ameunt of har pre-wapr
exports to Germany, there will be available from the
Balkans 1 million tons of wheat and rye and 200,000 tons of
barley. If, however, all the Ealkan countries supply theip
total average pre-war exports to all countries, thers will
be avallable 2 million tons of wheat and rye and nearly
# million tons of barley. Thus the lower limit of what
Germany is likely to obtaln in 1940 amounts to some 2
million tons of wheat, rye, barley and oats, while the upper
1imit 1s 3} million tons.

It seems certaln that at present Germany will not need
te avall herself of the maximum quaentities; the lower
figure will be almost sufficlent for her needs. Stocks of
wheat and rye in Germany at the outbreak of war are clalmed
by the Nazis to have been as high as 7 million tons and
stocks of barley 1t million tons. These figures are
probebly exaggerated; but the existence of substantiasl stocks
cannot for s moment be doubted. It appears, therefore, that
aven 1f, as is probable, there cecurs in the long run a fall
in home productiocnm, Germany is not likely to be short of
these four cereals for some considerable time. Only bad
harvests or some drastic interference with her imports
from the Esst and South-East will alter this situstion,

Her position in maize is not #o fevourable. Whils

supplies from Russia may amount to %+ million tons her
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prineipal source of supply must be the Balkan countries.
Thelr total export surplus is 1liksly to be about 1.6
million tons. Of this the United Kingdom 1s purchasing
200,000 tons. If Germany obtains the whole export surplus
of Roumania she will cover har requirementa., If, on the
other hand, Hungary takes 200,000 tons from Roumenia and the
United Kingdom increases its purchases to 800,000 tons, Garmany
will have to be content with B00,000 tons, which even after
allowing for supplies from Russia still leaves & substantial
deficleney. This has particular slgnificance because of the
importance of maize for fettening pigs and because, as is
shown below, the German fats poaltion as a whole 1= extremely
serious. Moreover, in contrast with other cereals, stocks of
malze ars known to have baen extremely low at the outbresk of
War,

FATS AND FAT FRODUCING MATERIALS

An examination of the German fats position must take
into eccount not only the finished commodities, hut also the
raw materlals from which, direstly or indirectly, they ere
produced. The most important ultimete raw materiels for butter
are, of course, grass in summer and ollcake in winter. wWhils
plgs can be maintained on many different types of fodder -
particul&rly potatoes and barley - the most important materiasl
used Iin Central Furope for fattening purposes 1s maize,
Margarine i1s produced from vegatable olls - themselves, like

ellecake, the product of ollseeds - or from marine olls,

Butter.

Consumption of butter in Germany and Austria before the
war was 600,000 tons per annum. Against this there was an
apparent home production of 515,000 tons, but this produstion
filgure was only achieved by the import directly op indirectly
of nearly 1% million tons of ollcake. It 1s estimated that
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these imports were responsible for 155,000 tons of butter,
The true home production of butter must, therefore, be put at
no more than 360,000 tons.

Imports of butter in 1940 are likely to amount to
85,000 tons, of which over half willl come from Denmark and
the greater part of the remainder from Holland end the Baltie
States. Imports of ollecake are much more difficult to assess,
They depend partly on the production of oilseeds in the
Balkens, partly on the poliey of the Balkan countries, and
partly on the capaclty of the Trans-8iberien Railway., If
Germany obtalns the whole of the Balkan export surpluas of
both ollcake and ollseeds and this does not excead the 1938
figures, the avallable supplies from this quarter will be
some E270-290,000 tons of ollcake, This may be reduced by
Allied purcheses, but on the other hand, 1t may be incressed
if production 1s stimulated.

Up to the present little or no oilsesds have been trans-
ported from Menchuria vis Siberia. It has recently been
learned, however, that the Russlsns have undertsken to supply
the Germans with facilities for transporting some 300,000 tons
of all products from the lat March to the end of the Fear,

It 1s clearly impossible to do more than guess how Germany will
use this transport which 1s to be put at her disposal. A con-
siderable part of 1t, however, will certainly be used for oll-
seeds and vegetable and marine oils. It may psrhaps be

assumed that she will attempt to import ollseeds at the rate

of 150-200,000 tons per annum and that only the lower figure
will be obtained this year. This would provide 120,000 tons

of oilcake. Her total imports of ollecake ars, therefore,
likely to smount to approximately 400,000 tons, which ia
equivalent to about 40,000 tons of butter. Total importa of

butter or butter producing materials should, therefore, amount

to 125,000 tons, which leaves a deficlensy of 115,000 tons,
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approximately 20% of pre-war consumption.

It should be noted here that the production of butter
in Germany is at present expanding on account of the poliey
of providing the civilian population with skimmed milk only.
This does not, of course, increase the total amount of fat
avallable but only changes the form in which 1t 1s obtalned,

Lard and other Pig Fats.

Consumption of plg fats in Germany normally amocunts to
670,000 tons per annum while apparent home production 1a
630,000 tons. Hers agailn, however, this output has only
been achieved by the importation of barley end malze. These
imports, amounting, &s we have already seen, to £ 3/4 million
tons, account for about 125,000 tons in terms of erude fat.
The trus import deficlency was, therefore, 165,000 tons.

It has already been pointed out that Germany 1s likely
to obtailn her full requirements in barley - chlefly from
Fussla - and that she may also obtain B800-1,400,000 tons of
malze. If she obtains the higher quantity of malze her re-
quirements for feeding stuffs will be covered. If she ob-
tains the lower figure only, she will bte defleclent to the
extent of some 25,000 tons in terms of plg fat.

In additlon, her imports of plgs from Denmark and the
Baltic States are likely to provide her with a further
12,000 tons of plg fata, while her imports of plgs from the
Balkans may provide her with anything frem 1B-72,000 tons.
The higher figure represents the totel exports of all Balkan
countries while the lower flgute assumes that Germany only
gets what is left after preemptive purchases of &00,000 plgs
by this country. Against a true deficiency of 165,000 tons
Germany seems, therefore, llkely to obtain at least 130,000

tons end possibly as much as 180,000 tons.
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This apparently favorable situaticn 1is, however, subject
to one vitel qualification - that homs produced suppliess of
plg feeding stuffs, especlally potatoes and roots, are main-
tained st the high level of the pre-war years. It cannot be
taken for granted that this will be the case. Apart from
the denger of frost (which 1a reported to have causéd serious
damage in the last few months to stocks of seed potatoes)
and the long-run consequences of a shortage of phosphates,
there 1s the difficulty - already mcute - of finding sufficisnt
labours For, of ell crops, ncne are so heavy in their demands
on laebour as potatoes and roots. Since 1t will not be
posslible to economise at the expense of human consumption,
eny falling off in the potato crop must react severely on
the supplles avalleble for plgs. 1If, for example, the erop
declines by only 10% from its high level of 56 million tons
for Germany and Austria in 1938, this would be equivalent
to & loss of 1} million tons of feeding ceresls or some
60,000 tons of fat.

The evidence at present svailable does, In fact, suggest
that the supply position in plg lats 1s not nearly so
favourable as the flgures given sbove indicate. This mey
be partly due to the factors just mentioned. But 1t 1s
&lso certsin that in the winter of 1939/40 there was a very
serlous shortage of malze. Stocks on the outbresk of war
do not sppear to have exceeded 120,000 tons; and the amount
of malze which Germany was able to import in the first six
months of the war was certsinly far less than half the
amount per annum allowed for in the sbove calculations.,

1l1. Mergarine, Vegetsble 0ils and Marine 0ils,
Although all three groups of fats are to a very
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considerable extent substlitutable for ona another, the
figures of consumption given for butter and plg fats
have entirely excluded industrisl regulrements., These
requirements, which are normally satisfied to &t least BO%
from vegetable and marine olls, amounted in Germany and
Austrls before the war to 440,000 tons. Requirements of
margarine and other vegetsble olls for edible purposes
amounted to 610,000 tons. Thus, total consumption - if
it be assumed that all industrial requirements had to be
met from vegeteble and marine oils - was just over 1
million tons, while ageinst this home production in 1940 -
even allowing for & blg expansion - cannot excesd 150,000
tons. Moreover, Poland and Czechoslovakis together had
&n import deficlency in these materisls of 120,000 tons.
As compared, therefore, with pre-war raquirements the net
import deficlency 1s sbout 1 million tons,

Imports in 1940 are likely to amount to 150-170,000
tona. Of this 70,000 tons (in the form of ollaseds,
soya bean oll and whale oll) may be obtalned from Manchuria
via Siberia, 40-860,000 tone from the Balksns, and 40,000
tons from Denmark, Norway, and Holland. This lesves a
deficiency of some 850,000 tons.
All Fets taken together.

The fats position as & whole may be summarised as
followst
(1) The totel consumption in Germany and Austris, including
industrial consumption, normally amounted to sbout 2.3
million tons per annum,
(11) Apperent home production amounted to 1.3 millien
tons. True home production after ellowing for import
ef feeding stuffs amounted to 1 million tons,
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(111) of the import deficlency of 1.3 million tons for
Germany and Austria must be added a further 100,000 tons
deficeleney for Poland and Czechoslovakia,

(iv) In terms of crude fat imports are likely to bte aa

follows:~-
Tons.

Butter 85,000
Ollceke 40,000
Barley 60,000 to 70,000
Malze 50,000 to 55,000
Plg Fats 30,000 to 34,000
Vegetable Oils 150,000 to 170,000

Total 395,000 to 505,000

(v) Of this total there will be supplied by the Northern
Group - Demnmark, Holland, Norway and the Baltie Etatesn,
130,000 tons, the Balkans 150-250,000 tons, and by the
U.S.8.R. and vie the Trans-Siberian Rallway, 120,000 tons.
(vi) There 1s thus likely to be a deficiency as compsared
with the pre-war consumption of 900,000 to 1 million tons
compered with 2.4 million tons pre-war consumption, 1.e.
roughly 40%,

fr11) Rationing, however, has reduced present consumption
of edible fats to about 1,300,000 tons, In addition the
reduced consumption of scap and the avellability of
substitute materlals has probably reduced industrial con-
sumption to about 250,000 tens. Agsinat & total present
consumption of 1,550,000 tons, supplies will probably
amount to between 1,400,000 and 1,500,000 tona. It must
be emphasised that these figures are based on the assump=
tlon that home production in Germany is fully maintained
and that imports teke place at what 1s undoubtedly a
remarkably high level. It 1s quite certain that in the
first six months of the war German supplies have been
well below the rates contemplated hers. Very little

in the way of feeding stuffs has yet besn received from

Russia and almost no ollseeds or vegetable olls via
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Siberia. Imports from the Balkans of malze have baen
seriously hampered by transport difficulties. There is,
therefore, no doubt that Garmany has only been able to
maintain her present standards by reducing the stocks which
she held at the outbresk of war. Tt is sstimated that these
imounted to some 300,000 tons of vegetable and marine oils
and 100,000 tons of pig fats and butter,
(vi11) The present rations of butter and lard in Germany
should be adequately covered by the supplies aveilable,
On the other hand supplies of vegetable and marine olls
are hopelessly inadequate to satliafy both the requirements
for margarine and industrisl needs. It 12 highly probable
that Germany will be obliged to use plg fat and even butter
fat in plece of vegetable olls for industrial purpcsas as
8oon as her stocks of vegetable and marine olls are exhausted.
It has been reported that this 1= likely to ceceur in the
spring of 1941,
(1x) Apart from the chance of reduced supplies for climatic
reasons, shortage of labour may well reduce the output of
home produced feeding stuffs and thus réact unfavorably on
the fats position.
MEAT

The normal consumption of meat in Germany and Austria
in the pre-war period was epproximately 3% million tons per
annum, of which only % million tons was imported. Of the
apparent home production of 3 millien tonse, however, from

4-500,000 tons must be regarded as produced fram imported feed-

ing stuffs. The true import deficiency la, therefore, 650-750,000

tons, or 20-22% of pre-war consumption.
As Poland and Czechoslovakis together were almost

salf-sufficlent 1in meat, thelr ineclusion does not affaat
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this estimate of deficlency.

The probable imports of feeding stuffs in 1940 have
already been estimated in the sections of this paper
dealing with fats. These should provide between
280,000 and 550,000 tons of meat, of which imports from
Russie provide 140,000 tcns, while imports from the
Balkans account for 150-400,000 tons,

Imports of cattle may amount to 300,000 head, of
which nearly 200,000 will be supplied by Denmark and
the greater part of the remainder from the Balkans.
Balkan supplies are calculated on the agsumption that
Germany obteins the whole of the Hungarian and Bulgarian
export surplus and half the export surplus of Roumania
and Yugoslavia. Assuming that the average welight of
& beast is 1/3rd of a ton and that 50% of this live
welght is the meat "content™, the total quantity of beef
&nd veal Imported will thus amount to 50,000 tona,

Imports of plge are estimated at frem 700,000 te
1,300,000 head. 450,000 head will be obtained from
northern countries of which over 60% comes from the
Baltlc States. The total export surplus of the Balkan
States may amount to 850,000 head and the maximum figure
of 1,300,000 1s based on the assumption that Germany
obtains the whole of this. If, as has been recommended,
the Allles purchase 600,000 head in the Belkans, Germany
would only obtain 250,000, The assumption of this
purchase provides the basis for the minimum figure of
700,000 head. MAllowing for the higher average welight
but lower meat content of the plgs ohtained from the
Balkans, total imports of plg meat should amount to
37-87,000 tons and imports of meat in all forms to
87-107,000 tons,

After taking into account the supplies of feeding

stuffs, total imports of meat may therefore be estimated
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at from 370-680,000 tons as compered with a deflclency
of 680-750,000 tons, This conclusion, howsver, does not
take into account any fall off in home produced
feeding stuffs. That this is possible in the case of
roots and potatoes has already been emphasised., It
miy also be the case with cereals and grasses where
spart from shortage of lebour and phosphates there may
also be difficulty in cbtalning certain clover and grass
seads,

It is unfortunately not possible to sstimate preclaely
the present rate of consumption in Germany under the ration-
ing system. But although stocks were small, it 1s practically
certaln that supplies are adequate for existing rations and
even the cutting off of & much larger volume of imports
would not involve any very great hardship to the Garman people.

It 1s at first slght somewhat diffieult te understand
why, 1f the facta in the precedinz paragraphs are correct,
there should appear to be such & serious shortage of meat
in Germeny at the present time, The explanation of this
shortege probably lies, however,

(a) in the high rate of consumption by the:

Armed Forces and those sectlons of the
working population who recelve abnormally
high raticns, and

() in the inclination of "self-suppllers" to

retain for their own consumption part of
the suppllies which they are sucposed to
provide for the market.

EGas.

The normal pre-war annuel consumption of eggs in
Germany and Austris was 545,000 tons and of thase
spproximately 80% - 450,000 tons - were home produced,

The deflclency of 95,000 tons will probsbly be exactly

covered by wartime lmports. Germany 1s likely to
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ebtain 24,000 tons from Denmark, 30,000 tons from Holland,
30,000 tons from the Balkens, and 12,000 tons from
Belgium, the Baltic States, Horway and Sweden.

2l. As in the cese of meat 1t is difficult to
reconclle what would appear to be & quite satisfactory
©gg position in Germsny with the continued reports from
that country of a serious shortage. The official 8EE
ration of one per person per week 1s only about half
the pre-war rate of consumption. Moreover, there can
be no doubt that even this meagre quantity 1s not always
fertheoming. The shortage is probably due to the
following three factors -

(a) Shortage of feeding stuffs and particularly
malze;

(b) Increased consumption by the Armed Forces; and

(e) The development of black markets in eggs
which are particularly difficult to control
and which would of course lead to a shortage
in the number of eggs sold through offiecial
channels,.

OTHER FOODS.

22, There are, of course, s number of other foodas, the
supplies of which are partly or wholly cut off by the
blockade. Apart from tea and coffee, tha abssnce of
which may be of some importance from a paychologlieal
point of view, the shortage of cocea, seml-tropleoal
frults, spilces, and some varities of vegetatbles, tends
to make the German wartime menu very monotonous, though
these ltems may not be sasential for adequate nutrition,
Rather more important 1s the deficlency in fish, the
increased consumption of which played a considerable
part in Germany's pre-war food policy. By successive

etages consumption was raised to a level of 820,000 tons
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in 1938, of which roughly 600,000 tons were obtained by
Germany's own fishing activities, while 225,000 tons hed
te be imported., oOr fermany's own catch, in-shore
fishing and the Baltia provided roughly one-quarter, while
the remaining three-guarters were obteined from the
North Sea or oceanic fishing grounds which are no longer
8ccessible to Germany. Even if Germany mainteins her
imports at the pre-war level, her total wartime supplies
of flsh would be reduced to ene-half of her peacetime
requirements, & fact which - though, perhaps, not very
serlious in itself - tends to aggravate the problem of
meat supplies. The reduction in fish supplies alse
invelves a fall in the supply of fish mesl, and thua
of the feeding stuffs avallable, especlally for pigs.
PHOSPHORUS FERTILISERS

23, Of the three essential fertiliser materialas,
potash, nitrogen and phosphates, the first two are
likely to be avallable to Germany in sufficlent quanti -
ties from her own home production - though 1t 1a
possible that the output of nitrogen lertilisers may
agaln be limited in the interest of synthetlc fuel pro-
duction., Her position in phesphates, however, will not
be soc fortunate,

24, The total pre-war annuel Consumption of phosphate
rock in Greater Germany amounted to 1.4 million tons
per annum, the whole of which had to be imported. In
addition, Germany consumed 2,5 million tons of basic
slag of which on balencs 2,7 million tons was home
produced., Basic slag 1s of courss & by-product of
steel production. In the case of Germany 1t is largely
dependent on the importation of Swedish iron ore with 1ts

high phosphorus content.
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Although 1t is not anticipated that Oarmany will
be able to import any phosphate rock as such in wartime,
ghe will be able to obtaln certain quentities of apatite
from Northern Russia; 1t 1a understood that the
Russians have agreed to supply her with 800,000 tons of
this commodity. In addition, she will cbtain 44,000
tons of superphosphates from Belglum and Holland,

Ap the total quantity of Swedish iron ore which
she 1s likely to obtain 1s enly sbout 80% of pre-war
supplies, it seems reascnable to assums that the output
She

of basic slag will be reduced proportionately.

will, however, also obtaln 250,000 tons of baslc slag
from Belgium,

Her total supplies of phosphorus fertilisars may
therefore be estimated as follows:-

Home-produced basic slag 2,160,000 tons

Imported basic slag - 250,000 ¢
Imported apatite - 800,000 b
Imported superphosphate - 44,000 ®

3,254,000 tons

The significance of these quantities however can
only be properly appreclated when expressed on a Pinﬁ

content basls. They then become:=-

Tons Grade Est.,P 0 content
Home-produced 2,160,000 15% citric 25
basic slag soluble P O
Imported baaslc 25 325,000
slag 250,000 L - n 37,500
Imported apatiteS00,000 Assumed 36%
concentrates 280,000
Imported super- 44,000 ricaleium
phosphate phosphate 18%
water soluble
Po0g 8,000
650,500

Thus, in terms of PE-:IE

content, total supplies of

phosphorus fertiliser materials amount to about 650,000

tons as compared with pre-war consumption of 840,000 tons,
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There will thus be a deflelency of rather more than 20%,.
These figures, however, probably under-astimate the
extent of the deflclency for three reascnas -
(1) Russian spatite 1s not such a satisfactory
material ss phosphete rock for the manufacture
of supsrphosphates;

(2) It is not absolutely certain that the Russians
will be able to supply such a large quantity;

(3) Basic slag 1s & much slower acting fertiliser
than superphosphates which are particularly
needed for arsble crops.

It must therefore be concluded that shortage of
phosphate 1s likely to react adversely on German
egricultural production, but the conseguences will not
be felt until 1941 nor - as long as Russlan supplies are
avallable - are they likely to be so serious as during
the last war.

IRON AND STEEL.

The consumptlon of steel in Greater Germany (i.e.
production minus net exports) amounted in 1938 to 21}
million tons. Output rose steadily from 1933 and the
output In 1938 was a pesk figure.

The productlion of steel from home-produced ores may
amount to 4/5 million tons in 1940 and a further 7/8
million tons may be obtsained from scrap., Thus, native
resources will supply between 50 and 65% of pre-war
consumption.

From lmported ores and pyrites, some 64 million tons
will probably be produced and of this nearly 5/6ths will
be due to imports from Sweden. Thus, total production
mey amount to 17-19 million tons, of which just over 1/3rd
will be attributable to imports.

Should the Garmans wish, however, 1t would be

possible for them to lnerease output somewhat above this
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level if they draw upon their stocks of ore.

Considerable uncertainty exists sbout the size of theae
stocks; they were estimated at the outbreak of war at
about 4 million tons in terma of iron content. More

recent evidence, howevar, suggests that this flgurs 1s
definltely toc high.

A number of reports have recently been recelved
which suggest that the output of the steel industry has
recently been greatly reduced and 1s even as low as 50%
of the pre-war level. Total production in 1938 amounted
to 25 million tone (of which 3 3/4 million tons wera
sxported). An ocutput of 17-19 million tons in 1940
would, therefore, be §7-75% of the pra-war level.
Moreover, output could be ralsed further by drawlng upon
stocks. There 1s no doubt that the recent severs
weather interfered seriously with the transport of iromn
ore; and 1t may be that local stockas were actually so
small as to compel & reduction in output for this reason.

But it 1s rather more probable, unless the reports
of such a low current output are untrue, that production
must have been deliberately reduced below the maximum
level. Such & peoliey 1s by no means unlikely; for
demand from certein directions, e.g. merchant shipbullding,
reinforeing conerete for roed bullding and fortifications,
structural steel for bullding purposes, must certainly
have fallen substantially. And so long as insctive
warfare prevalls and consumption of shells is negligible
the demand for steel for military purposes will remain a
small proportion of the totel. It does not necessarily
follow that thils polley would involve an actuml acoumu=
lation of stocks of iron ore. For imports during the

last few monthe have been far below the average monthly

level and in any case the German authoritlies might prafer
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merely to reduce the rate at which "eollected” scrap is
used up,

Looking further ahesd and even assuming that Garmany
is sble to obtein the same imported supplies, thers is
likely to be a slow decline in steel output. The reason
for this 1s that the quantlty of serap avallesble ig
certain to be reduced., The very fact of & fall in steel
output in 1540 as compared with 1639 must diminish the
quantity of scrap available from processing while the
very heavy rate of scrap collection introduced in the
years preceding the war can hardly be maintained much
longer,

Nevertheless, sc long as Germany continues to
obtaln supplies from Sweden there i2 no reason to anti-
elpate any very serious effects. The rate of decline is
likely to be slow and, taking into sccount the stocks of
iren ore, output at the end of two or three years may
still be at the rate of 14-15 mlllion tons per annum,
Should the imperts from Sweden be cut off the position
would, of course, be an entirely different one, Output
would eventually be reduced to below 10 million tons per
Annum, At such & level the consequences both to the
activity of the Garman Industry and the conduct of the
war would certainly be extremely serious. Only
inereased supplies from Ruseia, which are certainly
possible but at present seem remote, could in &Ny way
make up for the loss of Swedlsh supplies,

FERRO-ALLOY MATERTALS

As the various materials used for steel hardening
Purposes are to a certaln extent substitutes for one
another, 1t i{s advissble to conslder them together. 1In

this section the German position will be examined in
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regard to the six most importent ferro-slloys - chromse,
manganese, cobalt, nlckel, tungsten, and molybdenum,

36 . The possibllity of substitution 1s by no means the
seme for all of these materials. Thus, chrome, with its
pecullar gualities of corrosion-resistance and hardness
is, strictly speaking, irreplacesble., Similarly cobalt
hes very speclsl edventsges both in the production of
magnetic steels and ae & catalyst in the Flscher Tropsch
process. Manganese, mlthough lergely used as & de-
sulphurising and de-oxidising agent, can, of courses, be
extensively employed as an slloying element, provided the
ore 1s of a sufficiently high grade, and for certain
purposes can be made to take the place of nickel,
tungsten and molybdenum. Except that tungsten cannot
replace nickel, these three latter materials are to a
lerge extent substitutable for one another.

For these reasons the position in chrome, manganese,
end ccbelt will be considered individuslly while nickel,
tungsten, and molybdenum will be grouped together.

37. Chrome.

The pre-war annual consumpticn of chrome QCrEBE
content) in Oreater Germany amounted to 75,000 tons.

The whole of this had to be imported.

Owing to the fact that under the Turkish Agreement
exports of chrome to Germany are prohibited, and
restricted in the Oreek Agreement to 1,000 tons of ore
(500 tons GrEGE content) per annum, Germany must rely
almost antirely for her supplies of high grade chrome ore
on Yugoslavia, How much she will obtein from that
country ls not at present quite certaln. Here, too, there
hes been much Allled activity and e&s far as can be seen

&t present Germany ls only likely to cbtain from
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10-15,000 tons a year., S8he may also secure a further
500 tons & year from Pulgaria. Russia produces
considerable quantities of chrome ore but it is nearly
&ll low grade and for the present there 12 no indication
that she 1s willing or ables to supply Germany.
Furthermors, all exports of ferro-chrome from
Scandinavia to Germany are forbldden under the war trade
sgreements, The net deflclency 1s, therefore,
exceedingly great, amounting to no less then 80% of pre-
Wer consumption.

It 12 probable, however, that only sbout 60% of the
pre-war consumption was for metellurgical purposes,

The remalning 40% which was employed in the production of
chemicals will probably be eut out almost completely in
wartime, 0On the other hand, the metallurgical demand

for chrome 1s bound to inerease. On balance it may be
said that wartime consumption 1s likely to be of thas
order of 65,000 tons per annum.

To meet this, Germany has 45,000 tones of stocks in
addition to the imports already mentioned. Her total
supplies are, therefore, hardly sufficient to last till
the autumn of 1940. Once her stocks are used up sha will
have available no more than 25% of her totel requirements.
The consequence of this 1s bound to be extremely serious.
Chrome is & very vital material indeed for armour plating
of all kinds and the lack of it 1s bound to react
gseverely on the quality of Germany's war egquipment.

58. Manganesa,

The pre-war annual consumption of manganese (in terms
of metel content) in Germany amounted to 450,000 tons.
Agalnst this, home production may be estimated at 225,000 tons,

The deficlency of 50% cen undoubtedly be met by imports from



39,

afl=
the U.8.8.R., whose export auﬁplu. amounted before the
war to sbout 450,000 tons in terms of metal content.
The small quantities which Germany might also obtain
from the Balkans are guite insignificant in comparison
with the huge Russian supplies.

Three other factors suggest thet the true situatlon
ls even more favourabls to Germanys

(a) Home production could, if necessary, probably
be increased, although the ore mined would be
of a low character;

(b) Consumption for de-sulphurising purposes 1s
likely to be reduced, not only because of scme
fall in the total production of plg iron, but
also because smployment of the sods ash processa
in basic Bessemer production will make it
possible to dispense 1f necessary with a con-
siderable quantity of mangenese;

(e) Stocke of menganese In terms of metal content
are believed to be 170,000 tons and the greater
part of this 1s probably high grade ore,

There 1s, therefore, no doubt that Germany wlll have
ample supplies of manganese ore, not only for de=-sulphur-
1sing but alsoc, providing she cbteins the high grade
oere from Russia, for the production of ferro-manganese
which she will almost certainly have to use in place
of nickel, molybdenum, and tungsten. Should the
Russlen supplies be cut off, she might still have
sufflcient for de-sulphurising but, after her stocks were
éxhausted, she would not be in a position to produce ferro-
manganese for which relatively high grade ore is required.
Cobalt,

As has already been mentioned, cobalt 1s especlally
used for the production of magnetic steels and es &
catalyst in the hydrogenation of oll. The consumption
in Greater Germany before the war was 800-1,000 tona par

annum. Of this only 100 tons was home produced,
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Imports ln wartime from adjacent neutrsls cannct exceed
100-150 tons per annum, of which approximately 2/3rds
would come from Finlaend and the remainder from Belgium,
Although the consumption in wartime ls likely to be
slightly reduced, the net deficliency must amount to at
least 600-700 tona or 75% of consumption. To meet thias
deflclency the German Government had stocks at the out-
bresk of war of between 600 and BOO tons. After allowing
for the lmports from Flnland snd Belglum, Germany should,
therefore, have sufflclent cobalt to last some 15-18
months from the cutbresk of war., Thereafter supplies
avellable would only be a small fraction of her require-
ments. The consequences of this must ba, firstly, to
hinder the installation of new hydrogenation plants and
possibly even to prevent their satisfactory malntenance
and secondly, because of a shortage of magnetic steels
for the electrical and instrument industries, to resct
adversely upon German efficiency.

40. DNickel, Molybdenum and Tungsten.

:Pre-war : Home Pro-:Frobable :Annuel

:eonsump=- : duction :wartime :defic- : Stocks

: tlon § 1940 timports :lenec 3

t M.Tons : N.Tons : E.Tonu : M.Tons : W.Tons
Nickel : 15,000 : 600 : 800 113,600 : §,000%

3 1 i H H

: lbs. 3 1lba. : l1bss : lbs. : 1lbs.

: : ' : :
Molybdenum :6% mill. : nil t nll 64 mill.: 114 mills

: t : : :
Tungaten t B mlll, : nil | nil t 8mill.: B8 mill.®

I 3

i ]

# Hecent information i1s to the effect that these figuras
may be & good deal too high,
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In estimating thelr significance of the above figures the
following points have to be borne in mind,

(a) The peacetime consumption flgure for nickel
includes & very substantisl quantity not
used for steel hardening purposes at all,
These cther uses cen virtuslly be sliminated
altogether in wartime. It is probable that
not more than 9,000 tone represents the true
pre-war consumptlon of nickel for ferrous
metallurgy. Of the imports in wartime, 600
tons will be obtalned from Norway and the
remaeining 200 tons from Greece,

(6) The wartime consumption of tungsten may slso
be slightly lower than in peacetime. On the
other hand the demand for molybdenum 1is
certain to be greatly increased.

{e) Owing to the fact that stocks of nickel and
tungsten were sufficlent for only one year of
war while those of molybdenum were sufficient
for two years, it can be taken as certain
that Germany will be obliged to use part of
her molybdenum stocks to replace nickel and
tungsten, Owing to the fact that (very
spproximetely) 1 1b. of molybdenum can replace
3 lbs. of nickel or tungsten, the supplies of
molybdenum are likely to last rether longer
than appears at first sight. After making
the necessary conversion from pounds into tons
and allowing for this higher efficlency of
molybdenum, 1t can be concluded that taking
the three metale together, Germany's supplies
will be sufficient to last sbout one year
more. Thereafter virtuslly none of these
three metals will be available,

Farro-Alloy Materlials ss a Whole.

There can be no doubt that shortage of ferro-slloys
&nd steel hardening materials constlitutes ones of the
greatest wesknesses in the Germen economie end military
situation., Out of the alx materials considered, only
mangenese will be avellable to Germany in the long period
in sufficient supplies. The chrome sltuation, thanks
to the energetic poliey pursued by the Allies, must be
regarded as already acute. After sbout 18 months of
wer the stocka of the remaining four will be exhususted,

Although, as has been pointed out, Germany will no doubt
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attempt to use lnereasing guantitles of manganese as &
steel alloying element, 1t can hardly be doubted that the
quality of the srmaments produced must be sariously affected.

To 8ll this, howsver, there remains cne vital
qualification - that Germany does not obtain additional
supplies of these materisls sither by evading the
blockade or wvie Siberia. Thies polint must be particularly
emphasised because the sctual tonnage required is so
extremely small. There is, therefore, need for the
utmost vigllance on the part of the Allies to prevent
eny eupplies whatever from reaching Germany.
PETROLEUM PRODUCTS.

The pre-war annual consumption of petroleum products
in Greater Germany amounted to 7# millions tons. Home
productlion including domestic crude, synthetic oils,
bengol and slcohol 1s expected to rise to a rate of 4
million tons in 1940. Imports from Roumanias will
probably not be less than 1% million tons, but it 1s
unlikely that they will rise much above this level in
the pressnt year. Transport difficulties aggravated by
the unususlly severe winter have created very heavy
arrears in the flrst three montha. Imports from Fussis
are estimated at 800,000 tone for 1540, a figure which
may well be exceeded in 1841. As in the case of so many
other commoditlies, the rate at which imports have been
recelved In the last six months is certainly well below
the rates suggested for the year as a whols,

As compared, therefore, with the pre-war rate of
consumption of 7% million tons, current supplies in 1940
will be in the neighbourhood of &% million. It would,
however, be unwiea to asasume thst a deficlency of one

million tons will mctuslly cecur. Apart from the stoocks
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accumulated at the outbreak of war, there 1s the vital
queation of the present as compared with the pre-war rate
of consumption.

A speclal study of consumption of petroleum
products in Germany has recently been made by the Lloyd
Committee. According to thelr estimstes, consumptlon
by the Armed Forces will amount under the present
conditions of static warfare to 2,860,000 tons per annum.
Ir static warfers conditions prevall for only six months
and active warfare supervenes for the remainder of the year,
this figure will rise to 3,870,000,

Civilian consumption was estimated at 3% million
tons. Thus, total consumption, sccording te the Lloyd
Committese, under the three different sets of circumstances
would amount tec 6,360,000 tons, 7,170,000 tona and
8,000,000 tons. It appears, therefore, that during the
year as & whole supplies will be adequate tc cover regquire-
mnts If the present insctlve condltions continue.

COFPPER.

The pre-war annual consumption of copper in Greater
Oarmany amounted to approximetely 280,000 tons. Home
productlion in wartime, including sorap, is not 1ikely to
éxceed 110,000 tons. Imports of ecopper in ell forms
from adjacent neutrals will probably lie between 37 snd
50,000 tons. Of thils Norwsy will supply about 10,000
tons, Yugoslavia 12-18,000 tons, Finland 6,500-13,000 tons,
Belgium 6,000 end Denmark 2,000 tons. Whether the
maximum figure will in fact be reached depends partly on
the output of copper in Yugoslavia and partly on the

situation in Pinland., Consumption in wartime, after
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&llowing for the highest degree of substitutlion which is
likely to be possible, can scarcely fall short of 300,000
tons. There is thus a total import deficlency of 64%,

of which only one quarter or less ls likely to be covered

by lmperts from Europe,

To meet this deficlency Germany can draw on her
stocks. These are belleved to have been at the gutbreak
of war approximately 250,000 tons., Ey using up 60% of
these stocks she will be able to meet her needs for the
Iirst year of the wer and the remalning 40% will enable
her to carry on until about the summer of 18941, Once
these stocks are used up, however, her supplies will only
amount to about 50% of her requirements,

The consequence of this situation when it materislises
will be very serious indeed. There will be &lmoat
inevitably a deterioration in her war msterisls and the
affects of a shortege of nopper wire in industry will be
extremely grave,

Faced with this situstion, Germany will no doubt
attempt to inecrease her supplies from Yugoslevia and above
all to lmport eopper via Siberia. Thepre 1s considerable
evidence that she is already beginning to attempt this, and
the transport fecilities which ere believed to have besan
placed &t her disposal by Russia would make 1t possible for
her to cover at least @ part of the deficiency. It 1s also
quite conceivable that the Russlan output of copper might
be substantlally increased, Rusaia 1is at prasent, of course,
& net importer to the extent of some 60,000 tons per annum;
but here perhaps more than enywhere else productien 1s
notoricusly inefficlent and it 1s not impossible that German
technicians, 1f they were permitted to, might stimulate

output in Russia during the courae of the next three Years
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te such an extent that Germany could herself obtain supplies
from this source,

LEAD,

The pre-war annual consumption of lead in Germany
amounted to 250,000 tons. Production in wartime, ineluding
scrap, is not likely to exceed 125,000 tons. The import
deficlency of 50% will only be covered to & very small extent
by imports. These may be estimated at approximately
29,000 tons, of which 27,000 tens will be obtained from
Yugoelavia.

To meet thle sltuation Germeny can use up her stocks,
estimated at 100,000 tones at the outbreak of war; but even
so, after taking imports and home production into account,
this will only ensble her to carry on at the pre-war rate
for one year of war. Thereafter, unless additional imports
cen be obtalned, Germany will have to be content with
suppllies amounting to 60% of her peacetime consumption.

The poeltion may be eased somewhat by a reductlion
in non-sssentisl uwaes, but in comparisen with Great Eritain
where, for Iinstence, the use of lead for bullding purposes
1s exceptionally large, the scope for such economy is small,
Apart from bullding, Germany needs lead to replace tin in
bearlngs end for accumulator plates and cables. Probably
gbout 45% of her total consumption of lead wes used for
cables and accumuletora.

It is also possible that she may ocbtaln certain
additional quantities from Bulgaris where unworked deposits
could be opened up, and she may well sttempt to augment her
supplies by lmporting via Siberia. Although the effscts
of & shortage of lead are not as serious as a shortage of

copper from the point of view of armaments and industry, the
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fact that a shortage 1s likely to ccour sconer and the high
consumption of lead for cables, accumulators and bearings
implies that it must certainly be regarded as one of (Germany'a
more serlious weaknessss,

ALUMINIUM AND BAUXITE.

The output of aluminium in Germany has risen very gresatly
in recent years. In 1938, when 1t was 165,000 tons the
consumption of bauxite for this purposs amounted to around
700,000 tons. In addition to this at least 150,000 tona
of bauxite ware probably used for other purposss such as
eluminium sulphate. In 1939, when aluminium production
1s belleved to have been 230,000 tons, bauxite consumption
for this purpose must have risen to over 200,000 tons. It
has been reported that Germany i1s plenning to increass
aluminium production in 1940 to 260,000 and perhaps 300,000
tons. This will require 1.2 to 1.3 million tens of bauxite,
The consumptlon of bauxite for other Industries may decline
to 100,000 tons or perhsaps even less.

There 1s only a very small production of bauxite in
Geérmany itself but steps have recently been taken to obtain
alumina from elay., It is known that capacity for producing
about 48,000 tons of alumina per annum already existe., It
may be estimated that teking both the home-produced bauxite
and the slumina from clay together, the equivalent of
approximately 100-150,000 tons of bauxite will be obtalined,

Imports of bauxite are at present obtained from Hungary,
Yugoslavia, Italy and Greece. Since the outbreak of WAr,
supplies from Yugoslavias have diminished on account of
transport difficulties and probably amount to only about
200,000 tons per annum. Supplies from Hungary, on the other

hand, have increased sharply and 1t has recantly been reported
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that the Hungarlans have agreed to supply Germany in 1940
with 820,000 tons. This is nearly twice as much as they
were supplying before the war. Germany will also cbtain
100,000 tons from Italy and 27,000 tons from Greece,

While there may thus be some deficlency between the
planned production which regquires 1.3 to 1.4 million tons
and the probable supplies of bauxite, both imported and
home-produced, which may smount to 1.3 million tons, the
difference can easlly be met from stocks, of which Germany
1s belleved to heve had 1,7 million tons at the outbreak of
war,

It way be concluded, therefore, that Hungary alone is
likely to supply sbout 70% of Germany's reguirements and
that unless Hungarian supplies can be restricted, no serlious
shortage of bauxite l1s likely to ocour until the huge stocks
accumulated before the wer have been exhausted. How fast
such exhaustion will take plece depends primarily on the rate
at which aluminium production is expanded.

EUBBER AND BUNA.

The pre-war annual consumptlon of rubber in Greaster
Germany emounted to 130,000 tons. Only & smell fraction
of thls was derlived from reclasimed rubber reacovered in
Germany, by far the greater part being, of course, imported
in the erude form. Imports of rubber in wartime are
virtually 1imited to what Germany cen obtein by evesion of
the lockade or via Siberis. Apert from this Garmany must
depend on

(e) increased Buna production;

(b) stoeks of rubber mccumulated before the warj
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(e} the colleotion of sorap for reclaiming;
(d) ourtalilment in non-essential requirements.
For the year 1940 Buna production is not 1likely to
exceed 25,000 tons, but in 1941 its output will almost
certainly be doubled and, if certain projected expansions

are completed in time, production may rise to 75,000 tons.

Stocks of rubber at the outbreak of war have been
eatimated at [0-50,000 tons of which probably not less
than 20,000 tons wes in the form of scrap. This estimate,
however, makes virtually no allowance for military consumption
in the years preceding the war, It is quite possible for
this reascn that stocks were in faoct very much lower and may
have amounted to little more than 15,000 tons of crude and

possaibly 30,000 tons of rubber in all forms,

There was at the outbreak of the war & very considerable
emount of reclaimed rubber inm Germany. Apart from the
15-20,000 tons of stocks already mentioned, as much as
another 20,000 may have been obtained from the stripping of
tyres from cars leld upon acoount of petrol shortage.
Moreover, although for the same reason the rate of current
colleoctions muat fall heavily, a small emount from this
source will also be avallable., By no means all this re-
¢laimed rubber, however, is likely to be converted for use
in 1940. As far as 1s known at present the regenerating

plant capaclty does not exceed 20,000 tons per annum.

On the informatlon at present available, it is difficult
to estimate with any degree of accuracy the rate of con-
sumption of rubber imn wartime. It may be taken as wirtually
certain that despite increased military requirements the
reduction in the demand for tyres for clvilian purpcses would

bte so great that & falrly substantial net reduction in the
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gonsumption of rubber as & whole 1s likely to ocoour.
TZstimates of consumption vary from 70-120,000 tons. As

the following paragraph shows, however, 1t seeums most
unlikely that Germany will have available elther in the frirst
or the second year of war anything appreoaching the higher

of these two flgures.

In the first year of war the total supplies may amount
to 25,000 tons of Buna, 15-20,000 toms of cryde rubber
(taken from stocks) and 20,000 toms of reclaimed rubber,
emounting in all to 60-65,000 tons. This represents a
reduction of 504 on pre-war consumptlon end even so, it will
only be achieved at the cost of using up all the stocks of
erude rubber available, Thus the present rubber position
in Germany is undoubtedly extremely bad and must remaln so
unless she can obtain additional supplies via Siberia. Nor
is the situation likely to be greatly eased in the second
year, For although Buna production will have risen to
50,000 and possibly higher, it 1s unlikely thet more than
25,000 tons of reclalmed rubber can in practice be used.
Apart from the shortage of regenerating capacity, there 1is
also the technical difficulty of blending more thao a
fairly low percentage of reclaimed rubber, at any rate for
tyres and tubes for milltary wehicles, Looking further '
ahead, however, and assuming that Germany is willing to
use the necessary manpower and raw materials for the purpose
the position may be relieved by a still greater increase ln
Buna production, although at the same time supplies of
reclaimed rutber will tend to diminish.

TEXTILES.
The fact that it is very often possible to substitute

one textile fibre for ancther, and that the so-called
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artiriolal textiles - rayon, and staple fibre - can be used
as substitutes for more than one naturel fibre, makes 1t
advisable to consider the GCerman situation in textliles as
a whole rather tham to take each commodity individually.
65. The followlng table sets out the position in six main

fibres:-

Consump- : Production : Probable : Deficlency : Stocks
tion : 1940 : Importa : at 3.9.39.
Fre-war : 1 1940 : g
Cotton & : - i - -
cotton waste: 520,000 60,000 :120-130,000 - 340,000 : 114,000
Wool : 223,000 : 110,000 : 10--15,000 - 100,000 . 70,000
Jute + 167,000 11,000 : - ¢+ = 156,000 : 40,000
Hemp, inecl. y :
sisal and : . y - :
manila : 143,000 26,000 - 38,000 - 79,000 : 80,000
Flax : 100,000 90,000 . 37- 47,000 422-30,000 . bl
Rayon and H - : - -
staple 3 : ; : :
ribre : 235,000 : 355,000 - : 4 120,000 : ?
11,398,000 652,000 1206-231,000 459-507,000 304,000
6h., It will be seen that the total deficiency to be covered

bty imports is nearly 750,000 tocns or about 55% of pre-war
consumption. The supplies which Germany lis likely to
gbtain from abroad cover less than onme-third of this
deficiency and the finel shortage as compared with pre-war

consumption amounts to approximately 500,000 tons.

67. The imports of cotton are almost entirely from the
U.S.5.R. (100,600 tons) and Iran (10-20,000 tons). Hemp
will be supplied by Italy, Yugoslavia and Hungary; flax

chiefly from Russia and the Baltic States.
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68, The figure for production of cotton refers to
cotton waste in the form of rags, while that for wool
ineludes 90-96,000 tons of shoddy. It is doubtful
whether the collectlion of regs and shoddy will be maintain-
ed at this rate in wartime and as the war goes on, it 1is
almost certain to decline., The preduction flgure for

jute refers to artificial jute.

69, It will be seen that the output of rayon and staple
fibre for 1940 exceeds by 120,000 tons the consumption
in 1938, This surplus together with the surplus in flax
must be used to replace the four other deficlent meterlals.
The net deficiency of 500,000 tons has been calculated on

the assumption that this replacement occurs,

70, In the first year of the war, Germany will be able
to make use of her fairly substantial stocks, particular-
1y in wool and hemp, but once these have been exhausted
she must rely on further substitution and reduced con-
sumption., The deficiency in jute, for example, will have
to be and 1s being met by the use of paper bags in place
of sacks, while rayon and staple fibre, the production
of which hes increased enormously in the last few years,
must be stimulated still further. The most important
raw material for staple fibre, high bleached sulphite
pulp, is likely to be available in sufficlently large
quantities. The chief obstacles will be lack of capacity -
particularly for bleaching - and possibly some shortage
of carbon disulphite.

The consumption of cotton and wool has already been
severely cut down by the ratloning system. How far this
is sufficient to bridge the gap it 1s not possible to say.
The lack of demand for ropes for merchant shipping will
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automatically curtall, to a gconsiderable extent, the
demand for sisal. on the other hand, the necessity
of continuing to export cotton and woollen fabrics -
nowadays almost always mixed with artificisl fibres - must
reduce still further the supplles available for home con-

sumption.

71, The effectiveness of the blockade in cutting down
German supplies of textile Tibres is undoubtedly very
great, and the acute shortage at present prevailing in
Germany is likely to contlnue for & considerable time
and may well become even more serious. Ageinst the
inerease in production of artificial substitutes must be
set the inevitable reduction of stocks. At the same time,
present consumption is undoubtedly already greatly reduced
and, in the long rum, increased supplies of cotton and
flax (and possibly hemp) from Russie and still greater
output of staple fibre at home may possibly tend to ease

the situation.

R, HIDES AND SKINS ARD TANNING MATERIALS.

LEATHER,

T2 The leather situation 1in creater Germany cannot be

satisfactorily examined without taking into account at the
same time the supply pesition of the two essential materlals,
hides and skins, and tanning materials. While Greater
Germany was virtually gelf-sufficient in leather before the
war, there was a Very substantial import deflclency both

ip hides end skins and in tanning materiels.

73. The total consumption of hides and skins amounted
to 440,000 tons per annum and of these less than haelf,
210,000 tons were home-produced. The probable imports in
i 1940 amount to some 20,000 tons, of which - after including
1eather - 66% will be heavy hides obtained from Demmark,
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Belgium, and othern northern states, and 34% light skins

cbtalned from the Balken countries. The deficiency of

53% will therefore only be reduced by these imports to LB%.
Owing to the fact that the tanning process takes at

least six months, the stook of leather actually in process

of production must be considerable and may be estimeted

at between 100 and 150,000 tons. Moreover, there is

reason to believe that in the two Years preceding the out-

break of war there was some accumulation of finished

leather, of which probably the greater part took the form

of military equipment,

In terms of tannin content, Greater Germeny's pre-war
consumption of tanning materials emounted to 142,000 tonsa.
Of these et least 60,000 tons were home produced. Imports
of tanning materials in terms of tannin content are not
likely to exceed 8-10,000 tons, of which about 704 will be
obtained from the Balkans in the form of oak bark and
valonea, The remaining supplies will be chestnut extract
and sumach from Italy and a small quantity of oak bark

from Belgium.

It appears, therefore, that the supplies of tanning
extracts will be just sufficlent to treat the guantities
of hides and skins which are likely to be available. More-
over, should it be necessary, it will probably be possible
to extend home production, particularly of synthetic
materiels. At the same time, a comparatively small
increase in the rate of slaughtering would meke aveilable

inoreased supplies of hides end skins.

It may be concluded that once stocks are exhausted
the supply of leather in Greater Germany is not likely

to amount to more than between 55 and (0% of pre-war
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consumption (110-120,000 toms). Judging by British
standards, the quantity of leather likely to be required
per annum for the needs of the present German Armed Forces
would amount to about 45,000 tons for boots and 16,000
tons for other equipment. It is rather unlikely that
Germany will, im fact, supply her troops on the same lavish
scale; but 1t will be seen that if she does 80, the Army
will require at least half the total output of leather,
After deducting the leather required for industrial
purposes, the quantity available for the eivilian population
will be very severely reduced. There is no doubt that the
shortage of leather for civilisns is already acute. A
strict form of rationing has been introduced, experiments
are being made with pig skins, wooden soles are being
supdied and various forms of fibre and reclaimed rubber
are belng used as substitutes. As stocks in process are
used up and household stocks become worn out, the conditiom
of the footwear of the civilian population must inevitably
become worse. Apart from this development, however, the
supply position is not likely to change at all
substantlally.

SULFHUR.
It is a difficult and complex task to estimate

accurately the German position in sulphur and only a bare

outline of the position will be attempted here.

The pre-war annual rate of supplies of sulphur
available in all forms and all sources in Greater Germany
is believed to have been 1.3-1.4 million tons, As, however,
some of this was almost certainly put to stock, the true

rate of consumption was probably from 100-200,000 tons less.

Home production in wartime - which is being econ-

aiderably expanded - is expected to amount to 730,000 tons.
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Imports will probably be from 450-500,000 tons, Between
80% and 90% of these will be obtained from imported pyrites
of which approximately 50% may be supplied by Russia,

zsﬁ by Norway end the remaining 25% by Itely and the Balkan
Stetes. In addition, Italy has agreed to supply Germany
with 70,000 tons and Norway with L-500 tons of sulphur,
while from Belgium over 20,000 tons will be obtained in the
form of sulphuric acid.

Total supplies may therefore be calculated at about
1.2 million tona, which should just be sufficlent to maintain
the pre-war rate of consumption. A careful study of the
probable consumption of sulphur in wartime suggests that
there will be no great change from the pre-war rate -
although there will be subatantial changes in the quantities
employed 1n different uses. Difficulties may, however,
arise because the proportions in which sulphur as such and

prrites are avallable are not those which are most suitable.

Stocks of sulphur at the outbreak of war - whether in
the form of sulphur as such or as pyrites - were of the

order of 250,000 tons.

It must be concluded therefore that for the pressnt
Germany has sufficient Hulphu} for her requirements. If,
as may well be the case, additional imports from Italy and
Russia could be obtained, she will have no reason for

anxiety about this commodity.

OTHER COMMODITIES.

Tin.

German pre-war consumption of tin amounted to 18,000
tons per annum. Of this only 100 tons was produced from
natural deposits in Greater Germany, but LOOO tons was

obtalned from sorap either in the form of metallic tin or
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tin alloys or tin chloride. The only imports of tin

from adjacent neutrals which Germany is likely to obtain
are 340 tons from Felgium, Current supplies will,
therefore, be only about 25% of pre-war consumption and
even this amount 1s likely to diminish as the guantity

of serap collected declines. Stocks avellable at the
outbreak of war are believed to have been 2-3,000 tons.
Total supplies would, therefore, be sufficient for - at
the most - slx months of war on the basis of pre-war rates
ef consumptlon. There should, it is true, be little
dirficulty in reducing demand in wartime partly by cutting
out non-essential requirements and partly by the use of
other metals such as aluminium and of lacquers for canning
purposes., The faoct remains, however, that Germany's tin
situation i1s extremely bad and can only be relieved by
imports vla Siberia. There are alrsady indications that
Germany 1s attempting to obtain supplies by this route.

Asbestos.

The pre-war consumption of asbestos 1s estimated
to have been 26,000 tons per annum of which omly 3,500
tons was home produced., Stocks at the outbreak of war
are believed tc have been 15,000 tons. Since, however,
Germeny is likely to obtain as much asbestos as she needs
from Russle - at any rate of short staple variety - her
position in this commodity is undoubtedly completely

Becure.

Antimony.

Pre-war consumption amounted to 2,500 toms, of which
very nearly 50% (1,200 tons) was home produced, Stocks at
the outbreak of war are estimeted to have been 1,200 tons
or very nearly aix months' supply. Germany will probably

import a further 1,200 tons from German controlled mines
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in Yugoslavia. As the output of these mines as well

as that of the domestic mines can be increased, supplies
are almost certainly adeguate., Although in the last
war the use of antimony in shrapnel caused the rate of
consumption to increase very greatly, it is not
anticipated that any substantial increase in demand

wlll occur in the present war.



AFPPENDIX V
SIVMMARY OF INFORMATION

on
EXPORTS FROM ADJACENT NEUTRALS
(in excess of figures in Appendix III)
1, ZFExecept in the case of Sweden, War Trade Agreements

have been too recently signed for any serious breaches in
them to have occcurred. There is, however, a good deal of
evidence of trafflic into Germany on.an important scale
whereby neutral merchants previously appear to have helped
to evade our control of control of contraband, and in some
cases the emergency decrees of their own countries. The
Tfollowing notes attempt to give a broad impression gained
from & atudy of the information end evidence available of
goods passing recently into Germany from adjacent neutral
countries, in excess of the gquantities now permitted under
agreements wilth States or groups of manufacturers and in
excess of the figures given in Appendix III of this paper.

For this purpose 1t 1s convenient to divide adjacent
neutral countries into groups :=-

(a) SBcandinavia

() Low countries

(¢) Spain and Portugal

(d) Italy and Switzerland

(e) Balkans and Danublan countries.
2, Scandlnavia.

Less information of any kind is at present being
received regarding the Scandinavian group of neutrals than of
any others, and the first impression gained on examining what
there is, namely, that there may have been less illlcit
traffic into Germany from Scandinavia than from elsewhere,

may prove 1ll-founded, if and when mere information becomes

avallable, The lack of statistics from these countries and
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difficulties in regard to repular ship reporting have made 1t
impossible so far to state with any certalnty what is happening

to their export trade with Germany.

3. MNevertheless, some disquieting features are revealed.
It has not yet been possible to provide & satisfactory explana-
tion for an apparent disappearance of conslderable guantities
of oil consigned to Demmark in the first four meonths of the
war. Danish as well as Norweglan and Swedish imports of
pertein other commodities appear to be much in excess of the

normal, and explenations received still leave room for doubt.

L. The Norwegian Government heave recently advised us
confidentially that they are suspicious as to the ultlimate
destination of Norwegian hides and skins for comsumption in
Sweden, stating that the Swedlsh suthorities were granting

transit terms which the Norweglan Government did not like.

5. A number of telegrams indicete shipments of ferro-
ghrome, ferro-tungsten and ferro-ailicon from Norway and Sweden
to Germany. Though some shipments out of pre-war stocks are
permitted, those dealt with in the telegrams received seem to
be excessive and may involve about 500 tons, mostly of ferro-

chrome in March.

6., On the 8th March a Hemburg firm requested a Horweglan
firm to forward 100 tons of T.N,T. in language which does not
at 211 suggest that it was merely a plous hope.

7. During Januery, the Swedes apparently exported 6 tons
of tin end 6 tons of copper to Germany. Although the
quantitles are trifling, the transaction appears Lo involve a

definite breach of the War Trade Agreement.

g, Imports of tin into both Sweden and Norway have been
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high and there is evidence that the Bata firm of Zlin, Czecho-
Slovakia, are endeavoring to find means to import 10 tons of

tin from Oslo.

9. Low countries.
Although 1t is difficult to assess the precise extent
of leaks into Germany from Belgium and Hollend, there is little
doubt that they have been fairly considerable in the past. It
is also interesting to observe that the evidence of 1llicit
traffic from a country into Germany appears to inerease in
geometric rather than arithmetical proportions in relatiocn to
the quantity of information recelwved. This naturally adds to
one'a disguiet as to what mey be happening in countries about

which but little information comes in.

10. There is documentary evidence from records of way-
bills that during the four days February 16th - 19th, there
passed into Germany from Belgium for Cerman destinations
through one line of egress only :-

67 tons of copper and brass
17 tons of tin
9L tons of lead
7 tons of white metal
besides other goods. Cther consignments are stated to have

proceeded by road during those days.

11. Again, a watch on Rhine barges leaving Antwerp for
Germany since the 2lat February indlcates, 1f the detalled
reports are correct, that in under a month from that date :-

L4L75 tons of copper
170 tons of lead
350 tons of tin
150 tons of Spanish iron ore
ostensibly shipped to Basle or Sweden with expert licences

accordingly were in fact intended for and detained in Germany.

12. 7Pinally, a combination of the Belgian official statistics
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for the first three months of war, together with subsequent
reports and evidence received, make it possible to estimate that,
during the first aix months of the war Belgium exported to
Germany, inter alia, about :-
3,500 tons of wool
8,000 tons of copper
10,000 tons of lead
3,000 tons of zino
450 tons of tin
200 tons of nickel.

Further reports are still coming in of additional consignments.

13. The above notes appear to suggest that Belgium 1s the
chief offender. This is not belleved to be the case; but
information regarding Hollend lends itself less to summarisation
and is less complete. It would seem that there are equal
grounds for suspicion in regard to Dutech merchants and that, in
fact, for illieit export and smuggling purposes the two countries
ought to be regarded as one owlng to the devices used by Belglan
and Dutch traders for bogus transit between the two countries in

order to cover their tracks.

14, The chief means now employed to pasa goode into Cermany
appears to be the obtaining of en export licence with the help of
a confederate in another adjacent neutral country and the goods
exported by rall across Germany. With the connivance of the
German authorities the goods do not reash the destination for
which the export licence was granted. Whereas the Belgian and
Duteh authoritles are collaborating to try and stop this trade,
it is clear thet fairly large consignments have been sent to

Germany by this process.

15, Srein end Fortugal.
It would appear that Spain and Portugel may usefully be

regarded as one unit in the same wey as Belgium and Holland in
matters concerning 1llieit trade with Germany, since contraband
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from Portugal appears chiefly to be routed across Spain for
export through a Mediterranean port and Genca rather than to the

Low Countries or Scandinavia,

16, Portuguese trade with Germany is probably not very great
at present but it 1s well organized and shows some signs of
inoreasing. The contraband traffic chiefly appears to concern
Portuguese and Portuguese Coleonial products. There 1s as yet
1ittle evidence to show that Portugal is forwarding or trans-

shipping goods from other countries (e.g. Amerlea) to Germany.

17. The Fortuguese products of which there ls evlidence of

germeny receiving consigmments include :

wolfram fish oils vegetable fibres
resin frults coffee

turpentine wines cocoa

cork olive oil Colenial edible oils
serdines hides and skins and seeda,

18, Germany are known to be buylng Portuguese wolfram ore at

a rate of several hundreds of tons a year. From November 1939
onwards Germen agents wers buying quantities of cork and telegrams
show that shipments were being made via Holland. They presumably,
therefore, passed through our contraband controcls on false declar-
ations. An intercepted letter is evidence of arrangements Ior a
large consignment of cork, actually for Germany, to be shipped to
Italy and thence nominally by rail to Roumania. The Commercial
Seoretary, Lisbon, has drawn attentlon to shipments of sardines,
nominally to Greece, but actually to Germany. It had previously
been reported that Germany was buying large guantities of sardines
in Portugal and that large stocks had been dispesed of in this way.

19, Exports to Germany from Spanish ports om the Atlantiec
appear to be negllgible, but thgre are falrly numerous indicatlions
of exports leaving Spanish Mediterranean ports and actually

reaching Germany after passing through Italy. Some entreplt
trade through
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the Spanish North African port of Melilla alsc appears to be

growing up,

20. The principal goods concerned in this trade include
wolfrem, tartrates, nuts, eitrus fruits, olive oil, sardines,

cork, resin and turpentine,

21. It was rellably reported in January that the German
organization Hisma in Vigo were warehousing ebout 30 tons of

wolfram a month, which was forwarded to Bearcelona and thence to

Germany via Italy.

22. H.M.R. Madrid reports that during the last four montha of
1939, 18L tons of cream of tartar and 1033 tons of wine less
were despatched to Genoa for Germany. Confirmation of the
purchase of these goods by Hisma has been received from

commercial sources.

23, H.M.R. Madrid reported early in January that a contraoct
for a shipment of 1,000 tons of nuts from Majorca to Genoa for

Germany had been arranged.

2h. Intercepted telegrams and letters from Murcia to Hamburg
concern a shipment of 2,000 kilos of lavendar oil from Alicante
or Cartagena to Genca for Germany, an offer being made for
conslderably larger quantities. .A cable from Leipzig to
Barcelona places an order for rosemary oil and offers for

sucalyptus,

25, There 18 scme evidence of an interesting merchant trade
whereby Germany purchases Spanish goods and exports them in
neutral bottoms to other neutral countries, obtaining thereby a

balance of devisen. It seems, however, diffiecult to prevent

this.



26, Italy and Switzerland,
Although it is very difficult to reach a clear-cut

conclusion on the relative efficacy of our contraband control or
the comparative success of German efforts to evade 1t with
Italian asslstance, the cumulative effect of secret reports and
censored correspondence leaves little doubt that in so far as
German imports of contraband through Italy are concerned, the
traffic, which died right down after the first two months of the
war, has recently begun to revive and shows signs of imcrease in
future. There is equally little doubt that the chief channel
for the Cerman export trade overseas is already provided by the

good will of Itallien merchants,

27. TFirst-hand statements which cannot be disregarded suggest
that certificates of origin glven by local Italian suthoritles
are absolutely walueless, while the quantity of German dyes
arriving in Italian ships in the Americas and rellable reports
of other obviously Germen goods forwarded with Itelian labels

gonfirm this.

28. Our Consuls in Italy feel that every concelvable device
is employed for contraband running, ilncluding :

(a) the forgery or duplication of bills of leding

(b) the omission of goods from ships' manifeats

(¢) imports under the guise of Swiss and other neutral
trade

(d) transhipment in a Medlterranean port after pasaing
the contraband control post.

29, Informatlon indicates that the contraband control is
being evaded both by transit trade across Italy and by imports

for Italian account which are really for Germany.

30, TPalse importations on Italian account cannot yet be proved,

but certaln abnormal Itallian imports arouse susplicion. For



example, Italian normal requirements of castor seeds are under
15,000 tons & year. Since December, Italy has imported 10,000
tons and navlicert applications are outstanding for a further
15,000 tons. Purchases from India may reach 6,000tcns, whilst
over 2,000 tons are to be supplied by Portugal under a recent

agreement.

31. Italy normally imports 30,000 tons of ollve oll. The
1940 programme is already at least 50% above that figure.

32, Italy normally consumes 600 tons of molybdenum concen-
trates per annum, but about 500 tons have already been delivered
since the outbreak of war and purchases of & further 700 tons are

being arranged.

33, Aa regards the transit trade, apart from imports from
Spain and Portugal deslt with above, Censorshlp material discloses

scme imports into Cermany via Italy of :-

From Greecse - tenning materials.
From Turkey - fish, nuts, olive oil.
From U.S.A. - cotton, cedar wood, brush fibres,

soap, nlckel.
greasy wool,

From Argentina

From Brazil - cotton end cocoa.

Central Americe - Coffee.

From Far East - wood oll, fiah oil, soya oll, ground
nut oll.

From Indla - Jjute.

34. Evidence is still conflieting regarding the quantity of
petroleum sent to Germany from Italy. Small quantities, probably
of lubricating oil, have undoubtedly been sent recently from Italy

through Jugoslavia, but wholesale exports have yet to be proved.

35, It is perhaps worth noting that the Italiam Govermment
have been obliged to admit a breach of guarantee glven agalnst the
re-export of petroleum tc neutral countries, Although of no

great significance in one direction this affords evidence of the
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difficulty in the conscientious governmental administration of

guarantees,

36, Switzerland lends itself speclally to consideration with
Italy in the same way as Portugal with Spaln and Holland with
Belglunm, since the principal route by which she imports goods
involves Italian ports, especially Genoa and Savona and, to &

lesser degree, Trieste.

37. Reports are conflieting as to whether the increased Swiss
imperts via Italy are remaining in Switzerland or are in part being
forwarded to Germany. The Swiss can hardly be blamed for the
transit of goods across thelr country to Germany from Italy, since
all wagons sc sent are sealed in Italy and no record of their

contents is known to the Swiss.

38. The present impression is that with the excepticn of a
contraband export of rubber tyres to Germany in 1939 and probably
some additlional 1llieit trade in raw rubber and cotton, there have
been no large contraband trensections. Information is ouite
insufficient to permit estimates of the possible volume of this or

other contreband trade.

9. Balkens and Danublan countries.

Up to the present there has been little evidence to show
that these countries are re-exporting goods to Germany, though
there is some evidence that firms in Hungary and Jugoslavia are
ready to make profits where possible by exporting overseas German

goods disgulsed as domestiec produce.

40. There 1s little doubt that several fimms in Zastern Furope,
particularly in Houmenia, are consciously allowing their names to
be used in connection with bogus transit trade from Western Furope

across GQermany. Reliable reports compromise Roumanian armement
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factories, who appear to have pretended that the Skoda Werke
were to utlillise certain non-ferrous metals for the manufacture

of Houmanlen armaments.
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May 18, 1940
KENNEDY SECRET FOR THE QUEEN OF THE NETHERLANDS

I need not tell you that I am proud of
the splendid resistance put up by your armed forces
against impossible odds,

I do not minimize thesplendid possibility
that the forces of aggression my yet be repelled on
the Continent but if because of inhuman bombing of
England it becomes advisable for you and your family
to come to the United States please do not hesitate
to advise me., I think today the best exit is via
Ireland and I can send a cruiser or merchant ship
with convoy to Irish port but naturally at least a
week Addvance notice is necessary.

We can keep in touch via Ambassador Kennedy
in London or Minister David Gray in Dublin, who is
my cousin,

Franklin D, Roosevelt

For the Queen's reply of May 20, 1940 to the above memo

See:Famous People folder-Drawer 3-1940

Y
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For telegram from Joe Kennedy of May 20, 1940

Re:Bantry Bay

See:State Dept folder-Drawer 1=-1940(President’

peF: ‘r/yf‘%’

to Sec of State

8 memo to Brackinridge

Long of May 20, 1940)



May 20, 1940

My dear Mr. President:

I have your memorandum of today about evacuating
Ameriocans. We have warned all Americans out of the
Balkan countries, as well as Turkey, Palestine, Syria,
Egypt, and the North African Coast.

Those in Tunisia and points west have been asked
to prooeed to Casablanca, which 1a accessible by motor
and rail. One Ameriocan ship is oalling there and one
American is awaiting departure from there.

Americans in Switzerland, Yugoslavia, Hungary, and
Italy are being requested to procesd to Genoa. The
¥aghington salled from Genoa yesterday with 1,078 pas-
sengers. We are walting now to hear from Pell at Ligbon
how many Americans are there desiring evacuation. The
Maghington will reach Gibraltar sometime tomorrow and
may be diverted to Ligbon if there are as many as 100
passengers awalting repatriation but 1t will be too

expensive
The President
The White House.
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expensive to send her there for less.

The Manhattan is on the way east and, in case war
breaks in the Mediterranean, she will be diverted to
Lisbon to plok up those and perhaps proceed to Bilbao, so
that she will not have to enter the presoribed zone, from
vhioh point she can collect the Americans we have warned
out of England and Franoe and who are colleeting in the
neighborhood of Bordeaux. If Italy becomes a belligerent,
and congequently Genoa 1s elosed to American echips, Ameri-
gans in that neighborhood are already belng warned and may
be direoted to proceed to the Bordeaux area.

In ocase Italy entera the war the situation of those
in Greece, Bulgaris, Rumania, and Turkey will be diffi-
oult but there are a number of American ships always in
the Mediterranean and there will be some at that time in
the Bagtern Mediterranean. These, we hope, might be got
out of the Mediterranean through the Suez Canal and they
might be used to plok up Americans at Piraeus, Tel Aviv,
and Jeffa on the way.

¥arnings have been iesued to all people in that
aree and meny of them are heeding the warning.

There will alwaye be some who do not heed these warn-
ings. We are geeking information as to the nmumbers ar-
riving at different points and will route ships to them

in so far as possidble. It may be that some of them will
have
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have to proceed overland, through Russia and out via
Vladivostok., That i1s the situation with the small number
of citizens now in Sweden, for whom that remains the only
practical egress.

We have communiocated to Kennedy and Gray in
Dublin your desires about Bantry Bay. As you know,
Kennedy wired that Ireland might be a trouble spot. How-
ever, it seems that Bantry Bay would be the best polint
of departure and it is impractical to get them over from
that country into any other country.

I hope I have complied with your request. If not,
and you want to ask me further on the telephone, I am
always avallable.

Falthfully yours,
(v

~ { S



Dispatch received from Amb Kennedy dated May 21st
to Secretary of State--gives wummary of what "we
should not do in our rearmament program if we want
to avoid the mistakes which I have seen the British
mikke," Lists five suggestions,

The President sent the above dispatch to Morgenthau

to speak to him about on May 21, 1940.

See:Morgenthau-Drawer 1-1940(For memo)



London, May 30, 1940,

Dear Mr. President:

Your letter of May 3rd, containing an
envelope addressed to the King, came yesterday,
the pouch which carried it having been greatly
delayed. I delivered it to the King to-day
in person.

Yours sincerely,

s P,

The President,
The White House,
Washington,
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Letter to FOR from Summer Welles=July 12, 1940

Rettelephone call and telegram from Joe EKennedy
re his opinion that Col, Domovan cannot possibly
get any information except thru our existing
military and naval attaches and that hig mission
will simply result in creating confusion and misg=
understanding on part of British,

The President sent original letter from Welles of

July 12th and Kenmedy's cable to Secretary Knox on
July 13th, asking him to take it up with Aull and

to try to straightem it out.

See:Frank Knox-Drawer 11940(July 13, 1940 memo )
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August 8, 1940

Ky dear Mr. President:

I feel I should bring the attached telegram from
Joe Kennedy to your attention. I shall be grateful if
you will let me know what reply you wish me to make.

I am somewhat perplexed because it had been my
underetanding, from what you told me, that the officers
now sent to London were to be regarded as attachés of

the Embassy.
Belleve me
Falthfully yours,
Enolosure
The President
The White House.
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Auvpust 22, 1940,

Dear Joe:=

The Fresident has asked me to send you the
enclosed letter for Mr. Churchill, Will you please
be good enough to see that he gets it?

We are all thinking of you much these days.

With affectionate regards in which the

President joins,

As ever,

Honorable Joseph P. Kennedy,
American Embassy,

London,

Eﬂg land.

(Enclosure)

Re:-enclosed letter to Churchill from the President dated Aug
19, 1940 with copy of Alexander Kirk's letter of July 29, 1940
to the President.

See:Kirk---Germany folder-Drawer 4-1940 for corres
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H’ydﬁ Pﬂ.!"k, N. Y'I,.
Aupust 28, 1940

MEMORANDUM FOR

THE SECRETARY OF STATE

If you approve, will you send the following message
to Ambassador Kennedy:

"*he destroyer and base matter was handled in part
through you and in part through Lothian but the situation
developed into a mapping proposition where the Army and
Navy are in constant consultation with me here and the
daily developments have had to be explained verbally
to Lothian,

There is no thought of embarrassing you and only a
practical necessity for personal conversations makes it
easier to handle details here,

I should be glad to have you explain to former
Neaval person that I am totally precluded from giving away
any Government vessels or equipment and that latest plan
covers both angles, British and American,

It is essentially that two of seven bases be donated
by free will and accord of Great Britain and that other
five bases be transferred by Britain in consideration of
simultaneous transfer by us of fifty des troyers.

Don't forget that you are not only not a dummy but
are essential to all of us both in the Government and
in the Nation,

Franklin D, Roosevelt"

For the original of thigs
See:Navy folder-Drawer 1-1940(Correspondence on the 50 destroyers)



October 4, 1910_

Dear Joe:

Thie letter will be brought to you

by Ralph Tngersoll who 1e carrying a message
to you from me.

Good luck to you.

As ever,

Honorable Joseph P. Kennedy,
The Ameriocan Ambassador,
Ameriocan Embassy,

London,

England. mal/tmb
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THE WHITE HOUSE
WASHINGTON

10-25-40
MEMORANDUM FOR THE PRESIDENT:

Sumner Welles phoned that
Joe Kennedy's plane is held up and he
is not getting here until sometime
Sundey.

He is going ahead with ar-
rangements to get Joe Kemmedy down here
Sunday afternoon, as that would be the
only place he could see you before (as
Sumner Welles' expresses it) any one else
got at him to talk.

He could go up on the train
with us .

ol

El“tﬂ-

P.S. Sumner Welles will call up tomorrow
with latest information regarding time of
arrivel.



THE WHITE HOUSE
WASHINGTON

October 25, 1940.

MFMORANDUM FOR MISS LeHAND:

Arthur Goldsmith, a very
close personal friend of Joe
Kennedy's, called Jerome Frank
today and suggested that it
would be most helpful if the
President were to send Kennedy
a little note on his arrival
tomorrow and arrance to have
him met by somebody important

from the State Department.

Xiﬁg_ S,

L
Y

Lauchlin Currie



THE UNDER SECRETARY OF STATE -

P WASHINGTON 3

November 26, 19240
- i g -

My dear Mr., President:

Seoretery Hull and I have read the letter sent
to you under date of November 19 by Douglae Falrbanks,
Jr., and which you transmitted to us with your
memorandum of November 25,

In accordance with your request, I am returning
the letter to you herewlith.

Believe me

Faldfully Yyours,

Encleosure.

The Presldent,
The White House.



S Westrioee
PAGIFIC PALISAD S, CALIFORNIA

Hovember 19, 1940

The President
Thite House
Washington, D, C.

Sir:

I am rushing this off to you because I feel the matier
contained in 1t is urgent. I am slso asting in & capaclity
of a "tattle-tale" about somethins whieh you may already
have heard but on wilek, on the other hand, you mizht not
have had a written report. I trust that you will f£ind it
poesible to keep this communicatlon confidential.

Ag you know, Ambassador Kennedy has been out hers and
has been visiting with Mr. Hearst. He phoned me before he
went North, telling me that he planned to meet with me on
his return. This, however, did not transpire.

Because of some pressing business of my own I was unable
‘to attend a meeting whiech took place here at one of the
studios, over wuleh Ambassador Kennedy presided. e spoke
to the gatuarinﬁ for about three hours, and it was ancther
"off the record" tallk. I have checked on my informatlion as
to the points he covered and the attitude Le took from about
four different peopls who attended the meetling and their
reports were identical. I therefore have no doubt that
thelir impressicns are an accurate ploture of His Excellency's
attitude. The consensus was that he repeated more or less
what he had said in his now famous "off the record"” interview
in Boston. He stated that althouzh he 4id not think that
Britaln would lose the war, &till, she had notl won it yet.
He repeated very forcefully that tiere was no reason for
our ever becoming involved in any way. According to reports,
he susgested thot the Lindbergh appessement groups are not so
far off the mark when they suggest that thls country can
reconcile itsell to wiomever wins the war and adjust our trade
and lives accordingly. He did maintain, however, that we ashould
eontinue aiding Britain, but not at the expense of getting
curselves Into trouble.

S i

i o e nl



Westrinee
PAGIFIC PALISADES, CALIFORNIA

He apparently threw the fear of God into many of our
producers and executives by tellin: them that tlie Jews were
on the spot, and that they should stop making anti-Nazi
pleturss or using the £ilm medium to promote or show
gympathy to the cause of the "democracies" versus the "die-
tators”. le sald that anti-Semiticism was growing in Britain
and that the Jews were being blamed for the war.

Speakling for myself, I do not care whet.er the
Ambassador has Just returned from Britain or not. I know
positively that there is not one half of one percent Trutn
in sueh a statement, (on the other hand, I have had several
reports from friends there that wuen the bombing started
the Ambassador was the most frightened man in the realm, and
was the source of many private Jokes). lie eontinued to under-
line the fact that the film business was using its power to
influence the publie dangerously and that we all, and the
Jews in particular, would be in jeopardy, if they continued
to abuse that power.

The impression gathered hereabout is that Joe has been
violently influenced by strong Catholiec appeasement groups,
and is in favor of negotiated peace. Somewuat on the order
of Lindbergh, he does not want to see Oritaln destroyed, but
he does nope tnat sne will run away belors the luftwatfe
catehes up to her. A4t the same time e is almost willing to
believe that a dictator's promise can be trusted and that we
are in no peril whatscever. Le used often the names of
appeasement groups such as the Legion of Deceney, America
Firat, etc. e went on to state definitely tuat the Catholie
Chureh wanted peace ut any cost as the only means of bringing
people back to the churches. The Cathollie Chureh would try
every means ln its power to promote peace and kesp the United
States out of war.

Uthers who attended the meeting and who "eit in high
places" in this industry, feel thst Le is trying to promote
a new contract for Will Hays, and is also personally
ambitious to take over powers in the film business. Le has
suggested "elean-ups”and "elean-ocuts.”

There 18 no doubt wuatscever but that Lls talk made a
very definite impression, and there were many who were
susceptible to Joe's undoubted powers of persuasion. He
govered himself diplomatically by giving all possible praise
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to the 3ritish conduet of the war, and to individuals with
whom Le was in contact in Britaln. liany people are beginning
to fell that because Le 1s still accredited by you as
4dmbassador, that he is voleing new Administration thoughts.
Un the other hand, there are many of us wioc do not, esn not,
and will not believe that tust 1z so. Still, taere is &
danger of that 4impres:cion gaining weight throuzhiout the
gountry--unless you once again make the Administration's
posiltion elear. Tuis could be done by a further strong de-
elaration by you and by the acceptance of Ur. Kennedy's
resignation, whieh would have the effect of discwning his
"of tue record" remarks (wiileh somehow gain him more
publicity than remarks which are "on the record").

a4lthough I am aware that you have tie sreatest ability
in the nation %o know what the nation is thinking, s$ill
I feel you won't mind my reminding you again that the resent
election returns give indisputable proof as to how enthus-
lastically the country is against appeasement and in favor
ol inersasing aid to Britain. The latest Gallup poll chowed
90,. of the peopls favoring this poliey. There are also a
great many peopls, not only business men, but working men
too, who feel thst, now you have the mandate, you are
empowered to clear away some of tie basie bottleneeks and
diffieculties of our program. We should be able %o Inspire
labor to voluntarily relinquisi some of its hardwon privileges,
for the time being, and that national security and unity
demands a sacrifice from tiem as well as from others. ODhe
strike at the Vultee Alreraft here has suocked many working
people, ineluding, I may say, some of the strikers themselves.
Tuls I know from personal eontaet. If it is acainst our
national prineiples foreibly to gquiet minority obstructionists,
it is surely witiin our rights to denocunce tioze who would
subvert or hinder the rearmement prosram at a period when
time ls the most lmportant element.

In these days, when our people are nervous, unsure,
anxious and worrled, any hint, however small, of appeasement
or backtracking will be rapaciously devoured by some. The
thouglit that 1ife mizit be @asy and secure, witiout stringent
saorifices, i3 a straw whichiysteriecal and confused Deople
will zrad at when they think they may drown. Ve would all
appreciate it If we were told autihoritatively that there is

—
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no golden road to success and tiat our freadom cannot be
taken smugly for granted. 1t is sometuing, w.ich if we are
to maintain it, we must Le constantly on the alert, and whieh,
if we want it to grow ever sreater, we must be willing, nay
anxious, to work for with Spartan determination.

Althouzh our country glories in being a communlty of
resourceful individuals, tiat should not in ltgelf prevent
us from workinz as one for the benefit of ail.

Forzive me, 3ir, for writing tihis hurried and probably
too passionate letter. I lLave done it witii the bDest
intentions ossible, because I felt that Jou should have an
account of the rather dangerous impressions wilch may have
& tendeney to grow, in & communlity whieh exercises suech a
gtrong tut subtle influence over people's minds.

1 hope that your eruise has rested you. The next four
Years will find us more demanding than ever upon your
eonstitution and resources. Aistory will give you its
thanks, but tie best we can do is to =zuceeed in our
objective. Your own realization of a Job well done will be
Jour greatest reward.

Belkve me to be, Sir,

Yours obediently,

-




The Pregident
White House
Washington, D. ¢
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THE WHITE HOUSE
WASHINGTON

November 25, 1940
PERSONAL & CONFIDENTIAL
MEMORANDUM FOR
THE BECRETARY OF STATE
THE UNDER EEE:!ETHY OF STATE

Please read the enolosed from
Douglas Fairbanks, Jr., and return

to me.

Enolosure rar/"

Let to the President 11/19/40 fror

Douglas Falrl te, Jr,, Bty
Pacifio Prlisader, Call e -
porting on Joe Kennedy's vie in
Califernia. Saye in wvarious confer-
ences he sald practicaelly t f
"off the record" t g ! ut
in gnaper inter 3

whl ag tl = T .



November 25, 1040

Dear Douglas:

I ax glad you wrote me frankly as
you d4i1d and what you say fite in with the
general ploture. There 1s no question that
the electlon did not change certain fundamentals
in any pertioular.

See you soon.

Always sincerely Sours,

Douglas Fairbanks, Jr., Esq.,
Westridge,

Paocific Palisades,
California.



&
%,

{"" . THE UNDER SECRETART OF STATE
‘rl WASHINGTOMN

\ December 2, 1940

My dear Mr. Presldent:
I am transmitting herewlth Ambassador Kennedy 's
resignation which he left with me this morning.

Fﬁllj FOUurs,
¢ r f\//{/{*—d

Belleve me

Enc.

The President,
The White House.



DEPARTMENT OF BTATE
WABHINGTON

Dacember 2, 1940,

My dear Mr. Presldent!
On November 6 I tendered my reslgnatlon as your
Ambageador to the Court of 3t, Jamea. At that time
you asked me to continue with my dutles in that capacity.
In our conversation yesterday I repeated my deslre to
be rellieved of the duties of that post and was deeply
gratified by your acquiescence in the request,

May 1 agaln express my very deep appreclation
for the truast and confidence you have placed in me.

With best wlshes,

Very slncerely yours,

;h-_.-.)‘.ff" = T

The President,
The White House.
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