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THE S ECRETARY 01' T HE TREAS URY 

WASH I NOTON 

J n:lu.<\ry 11 , 1338 

::y ' e"r I.l' • .?reo1dent : 

Upon r l'tur n1nlj to tl.e office lnst 
n1 ht I found t l;nt Conr-ressr.nn Pet• .t'.n 
ht>s 1 r.t r o uceci c o!ll 'toin 'll•ay 1"'ll.h 
hold1 r.~ c .:> •. )cn1 e s thnt own bnnk s too1ts . 

I have g1ve"' 1nstruot1ons thllt a ':lessn ·e on oank hol d1r.. comoo.r 1es sl.ould 
be dre,"n uo , but I ft>P l thnt I •7oulu 
ll~tt> to de l o.:; t!1e natter until my re­
turn f' S I want to -.a:~e sur e t:.at o.ll 
Federnl a.P"enc1es t :wt :-.'l.ve to do with 
bani- s a r e in co.nplete OYI:tpntllY Pith this 
lOV• • 

You r s sincerely, 

71 .e Pre s i de nt . 

'>'he .1 •• 1 te Eo:.~se . 



THE WHITE HOUSE 
I / 

WASHINGTON \ I 

"'WlftdDUJ( JOA 

ftlE SECRETARI or 'l'HIC '1'BASURI 

How about tU11ng t he tollowlns 
plaoe1f 

r. D. L 
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/ T H E SECRETARY OF' TH E TREASU~Y 

WASH JN O T ON 

J anuar y 2?, 1938 

My dear 1.ir . Pr esi dent : 

On Fri day , a t el even o ' clock , 
your I nterdepart mental Committee on 
Banking will meet to consider legis­
lation in connect i on •vi t h barut holding 
cor.rpani e s . 

I t has been i ntimated to me that 
Senator Glass would l i !;e to se e you and 
me i n connecti on with his i nt r oducing a 
bill to elimi nate bank hol din& companies . 
I further underst~nd t hat he f eels it 
would be helpful t o have you send a mes­
sage t o Congress covering t h i s subj ect . 
We ha ve r eady a draft of a message f or 
you . 

I am t aking t he l i berty of sug­
gesting that you invite Senator Ol e.ss 
to come and er e you a fter Cabinet to­
morrow and I would aporeciate an op])or­
tunity to be or eaent . 

Faithfully your s, 

The President, ~· 
The White House . 



I 
TME SECRt.TARY OF' THE TRtASURV 

W ASI"' I NOTON 

!~.ll!Xl:DW TO 'l'l:E lil!WI!ll:l~ : 

Tbo .:O.ys e.n<! >teen a Subooomi tt.ce bas prorcsod tbr<>• types 

or corporatiOll tti~attlon . (1) COTJlO""fttiOn& orltb !lE-t inCOCI.D8 or 

less than $25 ,000 l'o'Oula pey nortoal tax.s graduated froa1 12~ to 

16 percent but no undistributed ~ofits tax. (2) Corporations 

with net lz•c<UI& exeeed1~.g $~ ,000 would pay taxes at rates re.ne­

tnu i'I'CD 16 to :10 peroar.t , clopending upon th• ~roJ;ortion ot their 

adjusted net incQD& which is diatril>uted in dtvidondo , (3) Clef!')-

ly held corporatt(ns witl not 1J coc.Ae exc•edill8 tl;lo , ooo would pe:r 

taxes at rttteo npproxil:latine those or thl> exist!'!(: low, 1r t.bey 

distributed lese tbiUl 6o percent of their net incor .. s . 

The Subeom:nittee be.s estinated that o!' tb~ 8 , 500 corrora­

ti""" vmosa income& exceod $50 ,000 not a10re than 1 , 500 •10uld feU 

to distribute in ex<>eu of 6o J'('rcent or their net trciJOits in a 

normnl ~tear . The Treasury hes not ere.ot figures as to a tockholdins' 

or thi$ group of co~poratlons , but it is eoti.matod that around 500 

to 1,000 are possibly clo•ely held within tbe definition pro~sed . 

A corparntion is closely held tar this J>Ur]>oSe u· lllorB tbnn 50 

Jltlrcent in value cr its stock is Ol'o'll<ld b1 one 1Dd1vid\•al an<\ Mmbers 

ot his fe.mily; or 1t more than 53 percent t• owne<l by two or leu 

ind1viduslo , exclus1w or their t8lll1lies ; 56 pore~nt by tbreo or 
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less ind1•1duals on! so on up to 7' P"rcent by ten or 1411 in­

cH 'f'1 ell.-I.. 

C~a~ ~cCor.oack or ~asoohuoo~ta 1ft lea~lng a 

'rigorous fight cgatnat the reo,.,.....ndotlon tor tho t<uaticm or 

cloS<tlY held oorj>oretions . lie 1e eurported by Congreso:~W~ 

Lllmneck or Ohio and possibly by t:o11rs . Boebul or Indiana , Fullor 

ot Arkell!llla , 'l'hccpoon ot lllkob and Robcrhon or virstnla . The 

..,,...., Rerubllce.r• ,..nh<lrs or the CaaaH~• are appareDtly solidly 

agalru!t tlle proposal tor the tamtlon or clo&el!' helci ca.)AJiloa . 

'l'ho Democratic •ab~r• or the Cca::nHtee haw h~l4 several C~Jet ­

tnga Yfith a view to roaolvill6 tbelr dl trer .. noea , OonsreeeDliiJI 

Vinson believoo that tho proposal ac to closal7 held oompnniea is 

absol utely D8CUsary for ttA JI"'t&Ct!OD Of tbe l'tlftllU81 8£0l1nSt 

aur tax • Y014ance • 

A. oi.Ciber or witnesses ap,peu.d 1!1 tbe recent public bear­

ing~~ in oppoo1t1on to the Subc<mllittee• a Jll'Oposal but oone or tbeo 

made • very oonTl nc 1ng cue . Tho .[1l'1M I ]'Ill org~~JMot adVRnced l o 

that tr.e a,pecl.&l treat>nent or closely hold corpol'tltiono plocoo the 

1'11l:lily buoinooa at a diGad'fllJ\t~ •• ocnpare1 witt the lo.rgar ""4 

liiOr'! widely O>fl!e d c.,.poration. l!r . l!oCO!'OOclc aloo cites tbe ract 

that many ,.,.paporo 'IIOuld tall within tho Jlroposa.l . The pri'IOlpal 

a......,ra to ~. !!cCortll!ok' s areuoonta t\1'8 Uat tbe ordinary '-rlcan 

corporation onr th• rast ten yeRrll baa distributed an nvorll~ 

woll 1n oxcoae or 70 per cent or ita earnings . Consequently, no 

corporation nee~ pay t~ ad~ltional tax It It will oake tho ...-

41BtrlbuUon th'\t J.2rican corporation• do lllllke on tl:e aTOr..._ .. . 



I 

lfCirttOftr , ;bt .;,ubon:•Ln•• tu\.1. reoc.. tn\ed tbat. a claMlf h•U 

oorvcrul011 "- •Uo ,.,. to reta.lJo e:... or.._ : ~ c.r H• •"ntne• 
lr tbl' &araboldf"!"l w1 u ocm.er. t to 1*<7 u• \.&De ~l'Ait '1110 14 'be 

d1Je lf t: • ... '""tn ·• wr-,.. 4htr!~tect. 
'nil 'l"r@UIU'1 hal ar.alyted fOGO} nr \hi CIOIIea MM10t14d l'l 

t.he rvbl.tc bevllt(;e en." t'lad• 110 blule ll'l thw !Ol' 1 eetUru• 

~ltlcau~ Ott l.te ;.;UbOCII'eltO:.~'• J.r~l. ~ f'it t~ 1Ticolpa1 

••••• ""•t'•M"'I~ \0 bf ,..,., ~o:r=aac)' '"" M• IG rort .. u •r• -~.,.. .. or 

R , R. Ooanelley ,t. Sc Ill C(ll!lf"'I\.V or C ie~;,to An! t.t..e 1At111 Cm.~l'ly , 

I~ori'<'rftted cr VLn~tnll\, .:l!oee boU> oo-~r"ntu 4htr1\>ut.44 eo 

•• n.;. or o,..;r 65 :r-roe:at tor tlA \t.f'l'e ,.ar• 15l11 -lt~ • ., H~r 

or tbt"' 11K'1:.li to. ft\lt.,.ot.4 to !.~ \.aS oc olt-•17 btU co ut.•• l!' 

\bey !1oat.lcw4 \b'!h' 1n ... r.t dh1.4olnt1 s(!ltoy, WCQ'IIOW'9r ,oa Ut"'' 

ran or ~be record n"ltblr or u~eJI mk•• en)' ••tl.atactorr at owl'lg 

of Ul'- •clee\t.J for NUlol.n l•rlillt A¥'"•r1U !'or VM lD tl"e t.u•l­

•••• .:r. ZQllrl.-llAI1' • ._,.,..,. t:a4 a.!J\J. ,\414 Mt lDcCICIIIt 1a l~'"-l!f}6 

or .,l.S\000: !.&09,000; •W $U6 ,ooo. !'he 1Att Co:t;.•11.1 La4 dj~oa~144 

•t u t-c:w. of "'1?9,000; ~}7 ,ooni ac1 ~~~.S .ooo. 



PARAPHRASE OF T!LZCRAK P.EOEIVED 

ffiOll: Amori oan ~baasy, Parto 

DATi: FebrUAry 3, 1938, l l a . m. 

liO.: 176 

Sl'RIC?LY QOIGI.U .. P-·SSiii*l' L FOP. T!!l: S!ORl'I'ARY • 

ln t:he couree o t a long con•ersatton We.roh&ndesu 

~old •e laat .Olf>bt t bat he wanted to expreea t o ae off'tc1ally 

for t ra.nuaieuion to the Ameri can SecretiU'y of the Treasury 

hie hoar tteot thank• tor the statement of January 27 tcsued 

4t the Treai\U'y Depar t ment . The Tr eaa\U' y1 1 atatement he 

said had been timed pe~tectly, a nd wae a4m1Table in tone 

and content. Tbe !rar~ !light ba4 been otopped thereby . 

He &&id he had acquired aome gold yeaterday !or the t1 !'6t 

tl=e since he bad b een ~in!eter of Finance. 

The Uin1eter ot T1n&nce went on to cay that he regarded 

the present K1n1etry ae a tranut t1on go•ern=ent. He said 

t hat 1t wa o entirely obvious that it Stalin wanted t o do 

away wi th tho preaent lli niatTY he could do oo by having the 

1"rencb Coaru.n1ete etart a auff1c1 ent nuber ot labor 

troubles ~o produce further c&pital ntgh t . The present 

Klnieter of Sta\e, ~rteaard, • •• trying to arbitrate a 

d!apute tn the north ern ~ctal in4uotrlea which •lgbt le&4 

to a gener•l a~rtke 1D the north and a nycpathet1o str ike 

in the region ot Paris . 

The 1Hn1otar of Fin&nce said that he dld not think t he 

present would be the time the Communiete would chooee to 

pueh r.att:e:ra t o th1a extreae . The north .. etero pa.rt ot 

France 
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France and t he Pario a~burba wer e the only two regiono t n 
France in which ComMUnitt i nfluence wae et!ll extreeely 
etrong; ~he xeot of tho countr y unquestionabl y wo& in a mood 
to work hard and to 11•• a oulet llfe. The C~lstu know 
that if they at thla mo~ent t ook an extrooe poel t too the 
country would be againet them, a nd the a ray , w1 th DR.t1 onal 
&J)pro•al, t'Ould crush a geor~l et rito. the next Govern­
mont then would probably be further to tho Right , perhnpo 
Pith Do.ladier at the head . 

ShoUld tho COI!ll!l\lni oto on tlle other hand deoid o merely 
to a.ake eutfic t ent t r ouble to continue t o trtghtm the 
FTench cap1tal1oto, thoy could probably b r ing about further 
franc fligh t and. then in vi ew of the enaulng financial 

d1ff1cult10G the ran or the pruct Go•er=ent . 
Ell!> SECTIO!I Olli: . 

U:LI"II 



THE WHITE HOUSE 

f)S" ' 

t ·• II 
WASHINGTON 

J'ebn&IT 10, 19~. 

MIII)JWm111 fOR 

'l'RE IIORftAJU or 'IU UIUURr 

WU1 JOU 8Peak to - &bod 

th11 when 1011 ue readJ r 

r. D. a. 

Sugges ted draft of a Message 
to Congress i n re bank holding 
companies . 

I 

I 
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TH[ SCC"lTAAY OF" THE TREASUAV' 

W A8HINOTOH 

!oiY dear lolr . President: 

I attach hereto a description of the quantit;r and 

variet;r or frecticmal c:urreney (sbinpl..llster e) •h1ch the Trea­

aucy baa on hand. Additional &DOUnts are being acquired fr"" 

tJ.&e to the. 

Ordinar~ tho Treacucy would destroy this. However, 

because of the special value thia currency aucy- possi bly have as 

historical or collectors' i te:na, the policy has been adopted or 

boldine it intsct ponding further developments . 

It is !1\Y intention to brine the subject to your notice 

age in after the ultiJ:Iate d.icpoaition of all the •Gold Cases•. In 

tho aoant.l.&e I am advbing J'OU Jterel,y as a ~~:&ttar of interest and 

lnfor:ation end not, for the aoDtnt, for the purpose of obtainlnf 

your iostruct~ona . 

As or further poaaibla intereet, I also attach various 

• .,.plerl of thi• currency. 

The President, 

The llbite Bouae. 

Enclosures 

.. 



FPAC'rtO!I.U. C!1AAENCY 1\D:EI'IED AND i!ELD IN 'l't!E TREASIIR!'R 1 S OI'?IC£ 

Drno!!l.m.tion M2illl!r. Pi occq 

J conte ~ . 66 22 

5 cents 4. 30 86 

10 cents 5/, . lO 541 

15 cents 6 .15 41 

25 cents ll6. 50 466 

50 cents 16/, . 00 _..B\! 

e;J.s.n 11,84 

Approxaatel,y t21,000, face aJ:Iount, hao been uceivod in 

t he I... at 17 yearc . 0~ this amount, only tho abovo listed Hens 

remain . 



TRC.A SURV Or:PAJitTM CHT 
o,., te c o,. r" c sceJtn.utv 

W A S ... INOTON 

DMr ::r . l:cintyl'c : 

reftc th~ enclone~ c~~Y cf R letter !roc t~ . 

';1111 

t!!r.u a .. • t~o:-ei"ore r':c:! ce to ec-r.d t1:1 ~ 

Sincerel ,. ''( ur a . . . ry-

~((uY J <G ' 
I!. s . Klot: , 

Priv"'te Soorft..,r,,r. 

C • • !.:.rvtr. ~ - !.:.e!nt:rrf' , 
Secrt~ :,/to,:, t e 7:.-~~i!.eLt . 

~-~ .i:.1t.e &ure ~ 

I 

I 
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...... 1 ....... l!&llk 
Waahlo,.oD, D. c. 
Dear_ 1 

1 haft beeo •••1 bu17 oioco rotllTlllJI& troe laoblngton oo ha•e oot ha4 t ho oppo!'tll!lit,. to write yo'! before. 

4a a reo,_ ot our lOLot corrroroat1CII, it 11 rq oplniCII tbftt no pe,...n•nt otoo4 to the general c m41t1ona ot thia ecunt. ry can coM about unles s we acl81t 1c:.11 'tOr'7 fwld.o&ent&l o1tUIIt1mo, which '""" to be gener11ll7 onr1oolte41 -171 

1. 

2 . 

3. 

4, 

!'hat 41lr1DC the !0111' JellTI of t he WU tbll coW1tr7 
J-pe4 i tt •ci:Auloel et!iciency about d cenerotlonol 
1n other war4o, Without t bo a441Uon of • D7 extro 
plMto • • could pro<luce far a populotlon eppraltl •tel,. 
~5. 000,000 aore tlao • • ba.e tod..,.. 

Let ua &l eo ad-.lt tbat the erpreeeion: •ftlere la ao 
ouch tbill& ao a oaturatlon polot• h f•llaclouo. 11o 
all lcnow there lo a aoturation JlOlnt at ... .,. prloe 1 .. elo 

lAt uo proceed to etop raacblnc for 1..,er price 11Yelo 
a t the upen•• of • EI ~·r bou.ra; 1D other wori•• 
let' • otop puttlDC ln aore ood better bl~opoed .. chloer7 
to tbe ollainatlou or b...., hlodo. 

IA\fo rel'le• certa in thloco whi ch •• len.., han lappeoo4 
with rllfer~tnce to llqul4atloo a u4 to cootrl butioao to 
ceuerel • • ltarel 

(a) We lm.,.. t ho J'aroler boo been 11qu1 411 to4. 

(b) We lm.,.. the Ileal •t•t• aorlpee ho1 .. r 
bu been llqul4at .._ 

(c) 11o lr:now the bank• han been llqu1ute4, 

( ' ) l o lm• tlat roUr•L• bll .. boon, ao4 are 
boloc llquiut.._ 

(o) le h .. • ool7 to 1- et 11, 000,000 UD..-ploJed 
to lao"" Uat tha roDk llDd n 1o ha•o ben 
ll•••U• t .._ 

But , rtoallJ, • o • • tid "DT .... - ...-.ple o f tha ot"'*>-boUwro belnc llqu14at o41 

llaD7 people Wi ll toll Ul t het tbw U•uldltloo Df ot.-oUoro hao oooved OD tha eto<* oxchaDCW, but I woul d oucgeot thot t bw U~datioa of opoculotoro occurred 
oo tho otod< .xchlloc•· 

Oenereu,. epeald.nc, •• do not tln4 tbll t the oepltal otruct\IJ'w of t he CCIWltTJ boo 
been wr1ttoo down t o act.,..lltloo, I -n b7 tbll (an4 •• oao t .U tha a'lltollo'btlo 
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..:z- 1/24/38 

l nduotrJ a o on oae.plo) that an ln•ootlptloa • lll clloclooo pl .. l oapacltT autflcdeBt 

to protuc:a o•o 8,1!00,000 •t-lllloo. !'blo oapoclt,, t ocothor • tth l to Oflnl'P" 

•at, lo aoplloUoa4. lut tho probable hlcJioot ooloo oblol•'blo wi ll 'bo ltoo 

thaa 15,000, 000 co.ro. I reo-' that tha ucolo oapacltT be written crt oo a 

coatrl'b~ttloa to 1 .. or eoetol \bat •DIIC-•t otop roplocloc •n 'b7 • chlaoo, llD4 

taco otoelDohoUoro nth a truthtul upreooloa or what candltlooo or o. 

Tou will ,...,.11 that 1D tha \oak wblcb I lon nth 70U. tbo ouuootlco lo •do 

that CIW' Mlh ool <11 oelUDC wolor parUa l-pa710ont plano lo ""' tallaclou - that 

tblo tTpa of oolliJIC oo oon4ucta4 1D tbo pool olapl7 -nt that the p~trcbaoor • •• 

aort&aelet; hlo tu* UI'O pro4loata4 ,...,.. blo a'blllt7 to bol' a Jo'bl whoa \ba Job • •• 

loot, all or hlo partlol-pa,...at cro4lto wero aloo loot. llro llceaul.,. of Pacla<r4 

juot rooontl7 boo o~oota4 tbot tho aut•obiLo ooapoaloo will aot aoo hi&~ 

prooworo oolaa-Boh lp with roforonco to partial p&7100nto. With a plant oapoclt7 

alrooq l n UCOOO of ooloo, We - Ot ,_ taco t ho lltuatlon that tho OXCOOI will 'bo 

Lorpl7 l ncr .. ood '117 r•- of the -re ool octhlt7 of •lu. 

I doh to draw 7our attention to 01111 •••1 looportant pbooo of the olt.,.U on -

tbot 1a oopUal roorpniootloa, t ho poo1Hon of Iaouranco c ...,....too ..at bo 

aaf....,.r 4a4, It wOQlcl appear to .. tbot 'before an,. conr ... nta l acaaOT ""«&Wota4 

a oapltol roorpni • t i on of lalhaatrJ, dlotlnct plano tar tho uf""'«""r41et; of 

Lll• Ia.......,c o c-panloo be worloo4 ou.t. It wou.ld •- 0 o t hO\llh It w0<114 'bo 

eoc .. aar7 1 <11" the OoYer-at, throuch a loaalac apn07, ncb ao 11.7.C., to ..a 

loaao to Inouroaoa Coapanloo on colLote.rU, for \ba po.rpooo of replaclac 401l'bttlll 

aJI4 bat aoootol that a o 1- ao aa,. Inouranoa ~ ha4 oudL a lou, tho7 coooJ.t 

not P"7 4ldcloa4o on thalr pollcloo, an4 that t hou tlln4o which •oulcl or4har117 co 

to 4ld4oB4o • oalcl appt,. egelaot tho lou, for llqnidatlac p~trpooeo. 

'l'hooe oro Juat 'broacl otat•onto <11 o.,.o of tho thl'llf:o • bleb we 4loeuao .. a n4 I hope 

wo will haYO tho opportU111t7 la a ohort u .. to 4lon.ao tb• tllrtb or. I ontlclpato 

that I oball 'bo 1D WaalJtactcm withiD tho naxt t broo • - o. I •111 a4dao TCJU. 1D 

o4ftaoe oo that • • _, cot tocothoro 

Wltb ••rJ boot wioheo, lloli oYo ... 

lhcorol,. JO'IU'o, 

w.n.tJ' 



THE SECRETARY OF' THE TREASURY 

WASH I NGTON 

::arch 1, 1938 

!iy dear :..r . P _ ·es10.ent : 

I o.m taki ng the liberty of 
sending you the inc losed articl e by 
Edc;ar Ansel :!o\'trer . 

Tilts art icle gave r.te an en­
tirely nel'." ang;le on Chamberlai:-~ ' s 
foreig n policy and I t hought t l:at 
you would be i nterested in reading 
:;owrer' s i nter p.-etatior. of it . 

Yours s:tnce r ely, 

T: e P:·esident , 

The 1.'lh1 t e House . 



f,J 0 '1 t... tr :X H....., B 1; 
Xl 1h.Jl-"JLhuU Ui .. .a:cr to:; J. 

CIICJ.OO ef.O.Y' I'm 

1•bl'WU'7 26. l938. 

a 1 0 ranz r -i ~ 
See Chamberlain Maneuvering 

For Destruction of Soviets 
At Hands of Fascist Powers 



_ .. - ·-· _ .............. -· ....... _. 
France Wealr.eaed by MOve. Called lthk to Demoe....,,.. 

It wu easy with Poland. Bel- Now not many Brltlshers reotllv II gium wna encouraged to break like Dictator Josc1 V 
mllltnry olllnnce with France ernment or 
return to "complete But few hate both to 
thereb7 leavtnc France that to "crush" them they 
defen~. but weaken.lnc Ito to risk democrecy, and 
ll'tD abroad. Empire, not to speak of such 

France was encouraaed the French republic, Aua-
to terms with Italy. And Czechoslovakia. Many, 
Yugoslnvln was toduced to do majority of the British oame thing, thus brcaklnc tho not willing. 
tie Entente. Greece wu next in's plans may tall now 
stored to a German monarch so far failed In Spaint l almost Immediately turned over The dictators 
government to the pro-German remarkable for tact. and they 
military dictator, Marlhal John Me- try to drive too bard terms. But 
taxu. Then Rumania was encou- lhe next few months, Chamberlain 
raged to break with the Little En- will h•ve a chance to try. 
tentc ln 1plrit by the complete ex- The only com1ortlng element 
pulsion of the Francophile liberal e sad situation Ia tt~h1~a1t~0~e~f~.o~~f elements. prime minister c. 

At the aame Ume a revolt oc- behind Capt. 
curred In Spain aaalnat the ~ulU and must emerge u the apJ>•r·-1 Front-a revolt In which partisan of Adolf Hitler 
think Brlllah ban~ were Mussollnl. 
Some uy no British banks dare 
1ct without tho encourarernent of 
the British covernment, Britain Im­
mediately acted to COJnpel 
Preml~ Leon Blum and 
to declare •complete ne1~traUt:y" 
while Italy and Germany 
ICCUrlnJ! the victory Of the 

A rebel victory would ~~eparate 
France 1rom Africa. Yet, thankl to 
the Sovleta and to the democrats 
everywhere, the SP8DUh rebela did 
not win Immediately. By •trance 
oolncldence tho next thJna to 
waa tho declaration of a virtual 
ltalo-Genn•n..Japane~e anti-Com­
munlat •Wance, followed by a J •p­
anote attack on China. 

Meanwhile the ldeallltlc Eden 

lnnocently=~~~~J~th~e~~~~~~fl Idea at Gen.va, 
to the Cblneoe •• be 
to Spanlah why 
they could not expect help from the 
League of Nations. 

The Far Eutern war 
weakened Franco. Finally 
reached a climax. Rebel Generalis­
limo FrancliCo Franco wu not win­
nine fNt enougb ID Spain, but Pr"­
mler MuaaollnJ was 1howlnR '''"" of exhaustion, which Rclch11uchrcr 
Hiller used to undermtno A u1trlnn 
Independence. 

Obam.,..lala a eveaiJ Polley. f 
France, dru1ged by pacifism, 

wom by Internal strife, but eon-



THE SECRETARY OF" THE T REASURY 

W ASI-t i NOTON 

t~.rcl. ~ , 19 8 . 

Uy deiU' !J.r . Precident : 

Your l etter o!' F<-bruDl'Y 28t h , L.vitin 1111 
both t o ·ttend t~c ser vice ~hich will be held 
l' t St . J ohn 1 s CJ.urc"= on ?rid/': mo."llin~ , b"" VC 
~:.e to 'Tent deo l o~ p l ec.surc . :1e ··:ell remc~..ber 
t he oi llt')lt' end di :ni:' i ed oer vice o. l··st ;~em· , 
e nd tho fflelin of confide:tce and oncourfiCCr.IOnt 
whi ch i t l <>ft l'tit.h us all. 

F.linor anc1 I sbD,ll bot l. be p.·esent tooorrow 
mom in et l C :30 , End l ook for r.:u-d to t .1e r:cetint 
witr. you nnci other cer.:ber c of the A.c:h:lini s t r "ti on 
l' t tl:at tioe . 

?ni t hfully . 

The Preoi don t , 

The 1111i to House . 



THE WHITE HOUSE 1 

WASHI NGTON <\ f 
~~y·. 

llueh 10, 19M. 

JIIW)IWIIMII rca 

!Ill BORftJJU ~ !HI 'fRI'.A IOJU 

n ••• Had ..s. .. , 1r 

wl~ • abod U. I WOII14 aot 

r. D. L 

Letter from Thomas w. Lamont, 
23 Wall Street , N. Y. c., with 
memora ndum on credit policies , 
cap i tal marke t s , public utilities . 



WASH I NGT ON 

!.!arch 16 , 1938 

My dear ~:r . President : 

For your confidential i nfor ­

mati on, I beg to i nf orm you t hat we 

have sold today another $2,500 ,000 worth 

of gold t o Sweden, which makes a t otal of 

$7,500 , 000 t hey are keeping on deposi t 

wi th us . 

The Pr esident , 

Tl:e Whi te House . 

Faithfull y yours, 



I . 
r -F": ?J-~ ... >tf.-. . 

~,.:;. \. 
THE SEC:AC.TAAV Or THE TREASURY , 

W A8 HINOTON 

r.taroh 23 , 1938 

:.:y dear !lr . President: 

In view of the fact that twice 

lasL week you r aised the question nith me 

as to the advisability of the United 

StBtes Treasury refusing to buy a ny more 

gold, I am taking the 11b~rty or sending 

you hererith, for your confidential con­

sideration , a meoorandum g1v1ng the i m­

portant reasons why the Treasury f eels 

t hat ~ should not change our gold buying -
pro., ram at this time. 

~a1thtully yours, 

The President, 

The White House . 



Jolnrch 18, 1938 

The effect of a r efusal by the Treasury to buy foreign gold would be : 

1 . The Tripsrtite Accord would automatically be terminated and its obJectives of international economic stnbilitY be dest roy I'd . 

(a) A period or wild and chaotic f luctuations in foreign exchange r ates throughout the world would be ushe red in. 
(b) \',orld t r ade would become more speculative in character and lower in volume . 

(c) Excnange controls and clearing agreements would spread to even more countries in theil· effort t o restore some stability 1n international currency r elationships . 
(d) The objectives of our Trade Agrec'!lents Proeram would be viol ated and our existing trade agree~ents hampered . 

2 . Tho value of the world gold holdings -- of which we hllve one-half -- will be seriously threatened , 
(a) World confidence in gold as a monetary meta l and as a medium of i nternational puyments would be severely shaken . Buge quant i ties of gold will be dumped on the London free gold market . It will come trom private hoards , from the holdings of small central bonks and f r om speeded up gold production throughout the world . 
(b) The world would be encouraged t o attempt to do with­out gold, leaving us £and l:llgle.nV holding t he bag . 
(c) Gold mining stocks would tumble, with adverse re­percussions on leading stock exchanges; a serious crisis would be pr ecipitated in South Africe and minor crises 1n other large gold pr oducing areLs . 

J , Stocks of silver , pnrticulRrlY !'rom India , would likely be dugoed on the market. 

(a) Confidence in the value of silver as well as in the value of gold wil l be shaken . People wi ll reason that if we refuse to buy gold now, will not s i lver be next? We therefor e would hove to buy large quantit i es of silver or see its price br eak . 

CO~JFIBENTIAL 
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4 . Our price level will fall . 
(a) To refuse to buy foreign gold would be a deflationary move which, in one stroke, would undo all the efforts of the Administration to r estore recovery and r aise the price level. 

5. Germany , Italy and J apan woyld be mPde stron~b~ o~ rerusal.~o bqy foreign gold . 
(a) No monetary step thot ~e could take would be oore calculated to assist those co~tries . They are the very countries whlcn have the sm~l gold r c$erves, compar ed with ~heir possi ble opponents, and hence are at a sericus disadv6Jltage in t ne event or wc:r . To deprive the demo­crutic countries of much of tbe vclue of their "war- chest" is to t>eaken them . 

6 . The press the world over - - except in Germany - - would be awful! 

(a) There is not a single ioportum; interest in t.he Onited St ates or in the world -- outside of f~>scist countries - ­who would approve such a step . 
(b) The absurd sequence of raising the price of rold to high levels , acquiring half the world ' s gold supply, and then throwing the price overboard would be too much even for Administration supporters to swallow quietly . 

7. The United States has taken the lead in estAblishing o~ in international mon§tBrY affairs . 
(o) By t a i s step it would be taking the le~d in introducing monetary chaos . 
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T HE WHIT E HOUSE ~~ 

WASHINGTON 

APrU a, 11a. 

HIM +JUDUII roJl 

r. D. L 

Memo in re i ncome t ax from ~utombil e 
corpor a t i ons . 



~att 
~ 

THf; SECRETARY Of: THE: TRCA8UA"'' 

WA8HI HOTON 

Cny 11 . 1938 

... y tltu..r ::r. FrPa1\!0nt: 

I AhQUl lL.e to !)reernt t.te !'ollorlr.C 
a~~'Pstton for 1our oor.a1 Pr t1on: 

Th t you or('~te lr.torrJ lll> " ~ouo of 
Rdv1. al'rfJ •"100 • 111 t:tct co your 11 :rener" l a!'"~~" 
1:. C:cv1a1n .. :ao~na nnd ""P1 ·hl:"l,. IU,£ ~stlone fro 
any aour"'l:! t:c. ...:~t~ t;.f"t new reco·:~ry pro rc..m o.o 
e~fecttv- c ~o1elOle , to aPe thnt it le ~ne~ 
·e-t1cftlly C!l.!"l"lttd out r..r.d to llf'f! t::~.rt t..ny ctac. .. 
1l!.t1r. ctlor. ···:~1oh c.o.y latel· beoo ,. nPCC'GO"~:':f 
1a tn::~n ln tl. te . 

For tlje ce .. bPrs ot sue;. _:roup r W'C>Uld 
Jt.:.t-. eat Hull , '.'lnllc.c~ , ! .ll::ee , Eccles , Janca, 
Hopi' .. lna and :-~y eelt : nnd I nou.lJ fur~bt-t- Otl') rot 
thAt ~.ulnr ,~et1n ·a bP hrl~, a~y on 7ue&dnlB· 

Aa lnutlltlOeB or thA .. or-t or l)l"Oblt 8 1\10-h 
a group til .ht oonalder, th.- follovrln- , moro or 
less pressl.ng at this tl.-P t c.cour to l·lf' : 

( 1) I s t~.& m"' sure now befor e t?-.f'l ~ouv:c 
e.itectuate a~ l• reaove-ry \lro..,-raaJ:; ttnd 1! not, 1r. 
whn.t "llY ahould 1 t be stre-n~::;ther.c4 or suppleo::tentod7 

(Z) ~r~t typea of' R. r . C. lonnt ~tll hnvP. 
thr coat at1::~ulat1J1t 1::::~edlate erre~t And "hAt 
poa1t1ve of'tc r t -~~~\lld t,e ~..u.3c to &('le t~.t't the 
r;;one7 goP3 outf 

(3) Oan n..nd ah')ul<l A. r.lc.Jlt~ro :ue ete-ne 
to ~ecd up cot to~ ben~tlt P4YI ente? 

(<.) C(L'"l not A..;r1cultut•e unAer S11ot1on .32 
o1~vtde oubatnnt1al qucn~ltlea o~ surplus food 
tor rel1~t nnd auppllta ot cotton tor the W. P. A. ? 



I : c1t• :..:.tta~ ~1 .. 
'do ... s.l.: .... a ;roap t .t 

cr.rr t1=al!s Y311 a t1 :al 
J0l0 · 

ot • t•r• 
tollo u;.> 

11 ..t t . 

: r :...!.! ~ ~ttl 1~teru~ "/0 I 1 ooul4 
!.1 • ·o btl.'«' an O?POt"'IID1't~ to t!IO'UII tt Yltt 

7h.- Pt"aJlef'r.t, 

.- e l'k-J !e ~~ 
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My dear Mr. President: 

I am sendl ng you herew1 th two memoranda. 

One is from Mleo Lonigan, who spent last week in t hs field for me investigat ing unemployment oondl t ione. 
I think you will find her report very 1nterest1ng. 

Seoond, I am sending you a re­port tro3 the Federal Surplus Commod-1t1ea Corporation, showing how much food t hey are allocating to Ill1no1s, 

U>oMgu oM ":::.. ;;;;;:~ J. 
/ 

-1le Pre s1dent , 

The White House . 

I 
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To : 

From: 

Tbe Sacret~ry 

1!1sR Lon1ge.nt .._ 

----1.-

l.lay 23, 193g 

-

What happens to r elief fAmilies ln Clevel and when 

food orilers nre s t ooped? The :<nslfers a r " varied. 

"Sone ramllies mnns~e for n whi le. I t ' • a chsllense . 

T11ey ~o bnc:: t o r elatives 1'1ho give ther:t n little. They ge t 

credit at the g rocer s . • 

"They tCike 1t. But t hey tCike it i n a way thnt ocarea 

you . T!ley go lnt o thelr shell. " 

•The gr ocer s in poor neighborhoods hnve been eloal ng 

do'm their shops . They BI'Y they 011nnot be11r to r efuse food 

t O the rRmllle ~ lt' they Stay Open . n 

·~rplus con~odities hnd to close i ts local sr~tions he­

cause the elty lmd no money . The workere had to stnnd in line 

for hours at cent ral st~tions t o get cotunodities . I t was the 

most awful thing . Sometimes the line was three or four blocks 

long. I t ' s bad t o have unemployed men gathered together fo r n 

long t ime like the.t . They get ugly. I sn~ one man tl'ko four 

pounds of butter And I lnvoluntnrlly Asked him how mo ny childr en 

he h!ld . He s~1d, 1.Nlne , ~nd whet t he hell l s that to you . •• 

"The gas company l n withholding suspensions l f t he r el i ef 

O.Bency getA thl! notice in t l me. F~tmllieo do not al·•ays kno" 

how t o make arrsnge~•ents 1n time . • 



- r -

•one family had been within two months of establiAhing 

r ee1dence in Connecticut, but was e~nt back under the aettle­

ment laws. The man -norl:ed at Goo<t Wi ll Industrt eo to re t a 

stove , but had no money to have the fiao turned on. \'le can ' t 

decide whe tl'!er to use their money for cold f ood, or spencl it 

one \"leelt t o have the gas turned on." 

"Teachers write i n th•t the chil~ren stay home from school . 

City doctors decar.d emergency food order s . • 

'In our station the families pay at thr ee o ' clock, ' I have 

to go now. If I don ' t I won ' t get any food ~hen they throw it 

awny at the mar ket . ' The spoiled and unused food i e dumped into 

the s t reet when the marke t closes. The workers brtng basket s 

end bags and t ake 1t home .• (This distric t includes cheao sales­

men , little r aclteteers &nd t.he unskilled labor for t he a t eol 

mi lls . ) 

"The worst cases are t hose that Just stand ther e and cry 

and cry . They're like dovs th~t have been ~oped eo much they 

don ' t dare to bark. I ' d do Bnythinv to put a l i ttle fi vht into 

them. We thou~ht of going down, a vrou? of us, to Presi~nt 

Roosevelt -- not a pressure g roun or r epresent ing anybody hut 

those ~ho knew t he fe~lies -- and ask him please to r estore 

Federal r elief ." 

Ther '3 is nothin~~; ne" 1n thi s eitulltl on. It haG been ,.otnp: 

on , at 1nt ervPls , since 1q35. I ts count e rpart can be r~,n~ tn 

many States . 
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1 talked w1tr. i11'A executive~. heonds or rel1et' tiF"eno i ee, 

rno~bere or the UneMployment Comp~nsntlon Coomls•1on , and 

orricero or the cro. 

Tho Stntes 

The Ohlo le&lslature ~ns convened in spec1nl se~slon 

L!ny 16th to deal r.1th the lotent rel1ef crisla. They nro::~"ltly 

n~~o1nted an 1~ve&~1_at!nc oor:.!ttee to s tudy reller chiseling 

in t~e cities . ~e co~tt•ee wne ~nde up ehie~ly or members 

rror: rurnl counties wl.o "er~ ~n1d to 'l>e extremely host l l" to 

urban roller. No relief bill cnn be pnsaed before June first . 

At the last relief oriole the Ohio lecislaturP n"l" roprinted, 

111 &P veral bi lls , about $12 ,000, 000 for state r elief for the 

cnt1re yenr . The League of !Junioipallties is asking 

S70,000, 000 for about ~lf n yePr. ThP •inirnu::~ est1onte 

for Cleveland 1s nb ut a million dollar~ n month. 

The le£1slsture asauced •hn• the cities would cntch 

Stote funds, but the la"' provided :!.nt levies above the bond 

licits cust be appro"ed by 6~ ?"I' cent o' the .,.,opulntlon. It 

1a not pos~ible to :;et such nporoval. !::ven fnr.llles on r1011ef 

vote P!'"n1nst r el1or lev1e&. They hnv~ vot ed for ho>twy •nleo 

and othnr tnxes Vlhlch tl.ey thourht w~r~ goi ng to the unomp\oyed . 

Now they will not vote t~o re, •t len at not by n 65 pPr cent vote . 

The City 

Clevelnnd hAS rt>"r ltinde or n1d ror the needy. WPA, 

city rellef , surplus co~mod1t 1eA, and county 91d for 

trnna1ents and une~ploynbleo . 
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WPA had 21, 000 workers in Cleveland on December 15th , 

and 65 , 000 in mi d- Uay. They had 17 , 000 applications of 

certified wor kers on f i le , of whom 1) , 000 were e mpl oyable . 

The other 3 , 500 workers were classi fied as •emol oyable • by 

relief authorities but wer e not able to wor !t on WPA. 

WPA has g iven t o Cleveland one of the highest quotas 

i n t he United States. Standards of admission to WPA are 

very much easier than for rel i ef. 

The State auditor is now insisting that WPA, and not 

the city, should make t he supplemental oayments to WPA 

worke r s who ge t extra r elief . 

The city novt hss 25, 515 famili es on di rect r elief . 

On Londay , t he 16th, the City Council of Cleveland made 

another emergency appropriation of $75 , 000 . This vats 

sufficient to g ive 7 day f ood orders to all r elie f f~illes . 

The last p revious orde r had been a 3 day order, g iven only 

to families wi th illness or other critical necessi t i es . Be-

f ore that there had been no food or ders , only surolua 

co~oditiea . Rent s are pai d only in case of evictions . 

Several r educt i ons have been made in food budgets . 

For seve r al weeks the onl y rel i ef funds have been 

t r ansfers from funds earmarked for sponsor s ' contributions 

to WPA. The most r ecent funds were taken f rom salarie~ of 

str eet cleaners and ot he r city worker s . The street cleane r s 

a re nenr-relief fno111es . They will nromptly appea r in new 

r elief S9911cations . 
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St aff workers in relief offices have not been ~Pid 

since about A~ril ?5th. They are borrowin~ , selli ng 

insurance, not naylng their rent. In some offices there 

are no runde tor office exuenoes and the unpaid office 

workers nay tor oenclls, paoer, paper towels and other 

conveniences. 

Satellite Cities 

The Governor of Ohio also obtai ned last spring a 

law provid1n~ for complete decentrall~ation of relief 

tor emoloyables, on a city i nstead of a county basis. 

As a result tho metronolltan county o! Cuyahoga edoin­

i sters relief through a large number of cities, all in 

t he same indufltrlal 1.0ne. In one or the small outlying 

cities a lnrge manufacturing nlant is loc~ted. Tho city 

has just 1'1niohed a million dollar school house, ~th 

s~~ins nools and &ho~er baths, ~nd a beautiful new City 

Hall. It has almont no relief nroblem. Its unemnloyed 

workers live in Cleveland. 

Clevelnnd gets the residual relief load !rom the 

sur rounding tndus t rial a reas, but has as a t ax base only 

property within the corporate l imite or the city itsel f . 

That i s why the relief probleo of the citi es is incurable. 

The County 

Under present Ohio law, the county t akes care or non­

res1den ta 11Jld unemployable&, "pnupera" . 

A great deal of energy i s used by city and county 
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agenc i es in deci ding who 1s i n char ge of whom. Thi s woul.d 

a l l be aboli shed un.der a county- wide system. 

For example, a me~ di sabled by tuberculosis whose 

cousin gives hi m n r oom can get no aid from the county because 

he 1s not a pauper . The c i ty can oay no r ent to r elat i ves. 

But 1f his cousin puts him out and sends hi m t o a cheap rooming 

house he can ge t county a l d . 

Curiously , count y aid i n Cuyahoga 1s now far more generous 

than the city aid. The voter s aooroved a 65 per cent l evy for 

county f unds because it wes f or general administr ative exoenses , 

at the same time that t hey turned d011n pur e l y r elief l evi es in 

Cleveland. The county is spending more than i t s budget on 

r elief. The money i s bei ng taken f r om hospital and ot her State 

depar tments. 

About half the total expenditur e goes to non-reoidents, 

'"hlle Cleveland f ami lies do not have food. 

The count y maint ains an excellent sys t em of workshops 

(ver y much like t he Wa shington Self- Help Exchange ) whe r e worke r s 

(unempl oyables ) r epair count y fu rni ture , make c l othi ng , r epair 

shoes , pr ovide barberi ng, a nd run t he bouse f or homeless men. 

Surolue Commodi t i e s 

1'11 th t he s toppage of f ood orders , Surplus Commodities 

Corporation shipped to Clevel an6. dt~/ sk1Clllled mi l k , potatoes, 

prunes from the coast , and ten carloads of f l our, above t he 

regul ar allot ment s of rice , beans a nd peas. 

Pur chaseR are l i mited t o off i ci al l y decla r ed surpl uses of 

the Depar tment of Agri culture . The pur chased f ood l s shipped 
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to the netres t PVP llable d1ntr1buting center , to ~ave trAns­

portati on cost . Olmershin o! the oommod1 ties stay o with 

FSCC until they e r e ready tor nhyelcql distribution. 

Physl~al distri bution or eurolua cocood1tiea 1e uauPlly 

e :7PA proJect e.ss 1 jp~ed to a n al!ent or the FSC:: . In ClevelAnd 

distribution is by the county e nd city. 

Because the city has no money to r trucking services 

(ebout $1000 a month ) the Corporation had to abolish its r e t ail 

outlets, and reestablish e. bread line . •r saw foment1n- 1n 

that crowd i deas that mi ght m8ke trouble - I t's dangerou s to 

have oen in cuch a state or mind so close together tor a long 

time•, said one ... orker. 

Emnl oy eee hnve not been pni d . The I"O rkers have nrmenred 

every dny tor work , worked o•tertir.~e , and mainta ined normal 

discipline . 

People interested ln eurolus co~mod1tles think an ex­

pans i on o~ co~od1t1es l s the beat ooss1ble solution or r elief. 

"The grocery order is dynamite . Grocers oade good" . Purchase 

of supplemental ro- ds by tho county ttould !'l'Ovidb ::. lo, l..o.ncr d 

'tudget. (Social worker s are bi tter1y opp os ed to oommod1 ty 

distribution. ) 

The vAlue or co~od1t1es di &tributed in Cuyaho~a County 

1n 1937 wae t~J• , ooo. In the entire State 1 t wao 3?,149,770 . 

The aut> nt ity or co:I\"TOd1tieo distributed i n Cleveland 1n 

April 1938 was : 

Aonlesn 

Butter 

Orarw-ee 

3~,29~ buc . 

51,597 l ba . 

139, g5o lbe . 

Potatoes 1,337 , 380 lbe . 

_tU._c_e _ _ _ __..5u,..L7::.01.~..-:l:.::b::.e. 

V81Ue $ 75,~51 . 90 
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Toledo 

7oledo is much better of! thnn ClevelPnd . They hr.ve not 

stop~ed relief. They borrowed aoQe aonpy from the sinkin~ fund , 

whi ch Cleveland could not or would not do . They nre running 

on credit. The city ia $300, 000 in debt . I t does not pay its 

~roocry bills . ~lholcealers carry th~ local Fr?cere . The State 

auditor in ?oledo permits them to ep~nd beyond their assets. 

The State auditor in Cleveland stope expenditures. This cay be 

part of the !.!,.yor' s 1)rogr am. 

Toledo is no1•1, however, gettin(' close to tho end or i ts 

credit. The st~rr in Toledo l s nt1ll being paid. School-teachers 

are atill hired nt t hPir basic rete, but 9&1~ e percentage or 

their salary. 

Landlords raised r en t s gener 11lly i n Toledo thi s J.!arch . One 

specific i nstance was an increase or 67 per cent . They will not 

even discuss teoporary rent reductinns. Tenants in Federal houaee 

are sufferi ng severely. Agents make no ellowance for unnoployment 

and ,.,ill not even wait for l'fPA checks. When they moved i n the 

tennn t s had sold their stoves and \ ceboxee because they di dn ' t 

need theo. They bou;ht new furni ture which the installment 

comnani l'& t ake back. 'lhen they ere dispossesaell they have nothing 

to mov~ . 

HOLC is di "poso~ss1ng new delinquents , who made their pay­

mente until the factories shut dorm. The wor ker s want the rulea 

on t oreclocur e to be adJusted loc~lly, instead or havi rs each 

ai ~le cnse referred to headouert~r• . Pamilies are usins ooney 

neoded tor food to mnke HOLC 0ayments . 
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Employment is e~ttcated to hav~ deereneed a1nce April. The 
outloo~ wi thin industrl ie extremely unfavorahle . 

The expected machine- tooling PrD!r~ did not ret und~r wny 
in automobiles . There are rumors th•t the eutomobile show will 
be poatponed until J rnuary, e ehenre ~ch would postnone revival 
or employmqnt until the end of the year. (The astounding feet is 
the total absence of reliable lnfo~ru~tlon about the automobile 
industry, and the conaenuent power of ruoor to affe~t public 
feeling . ) 

~ine workers in the southern counties are on hal~-ttme or lesa . 
Placemente in lnke shipping evera!e ahout 50 per cent of n year a~o . 

Two-thirds of the farm labor in rural cou:Jtlea is on WPA. Farmers 
are buying machinery to take their nlace. The l'iPA wage-rete i s 
about t,..i ce the fe.rm labor rate . 

The ·.7PA eseu:nes that ita 1 atGtlc load" a ~ter the next re­
covery 1nll be twice as hi '?;h a A i t wns in 1937 . 

•The ~ew O~al h~s saved CIO.• Two-~~irda o~ the CIO workers 
are outside the factories . CIO is forming >'TPA auxiliaries to 
organize their former me~bera now on WPA. WPA ottlei~ls are keep­
ing i n close touch ntth CIO local leaders , helpi ng them to under­
stand reasons tor WPA oolicy, "ivi ng them aid in meeting problems 
o: relie: procedures, and helping theo p repare material ror 
relief hear1n~a . CIO members nre fully Aware of the aid the 
administration has given thom. 

SA.bota,.,.e 

There see~s to be no ouestion that powerful forces in in­
dustry nre seeking to prolong unemployment to def eat either the 
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New Deal or CI O or unemployment cornpenaatl on or t~ll or them. 

• Normal men in industrial circles who used to talk t'r'lnkly about 

anythinv now ! r oth at the mouth - - It ' s even invaded our hOQes . 

We have hnd to ask our guests not to discuss n~~ti onal oolitics -­

One or ~ friends went to Ireland tor six months . He said he had 

olenty o! time to r ead the Ameri can payers. He even round pro­

pagnnila in the reci pes , remarks nbout the shortage of foodstuffs 

or i nsinuations about hiF~ prices.• 

It u still possible, howover, that !orcea ot•taide of industry 

may defeat any conscious or unconsc i ous sabotage . Coom~ntstors 

ignore entirely the possible etrects ot EUropean nrme nurcheses , 

the AmericPn nAVnl program, or the bottom put under detlation 

by other gov•rnment apending. They i gnor e al11o tho !not that 

Henry Ford may oui t e suddenly decide to go into volume production. 

It would not take the others lone to follow. 

Violence 

There are no outward e\gna o! vi olence today. Under the 

surface the mater ials for violence a r e the r e , inert, under 

t errific p r essur e , saf e unless a mat ch sets them ott . 

In the matter of r elief Lli chigan is in far better shape t hnn 

Ohi o or I lllnoic because t hree gover nors , two Democrats and one 

Republican, have refused to out politics i nto rel i e f . It violence 

comes, the eruption i n Ulchigan will be tar woree than in any 

other St ate. 
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THE WH ITE H OUSE 

WASHINOTON 
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WORKS PROGRESS ADM INISTRATION 
WAL.KII:"""-'-tiHICH MII L.OIHO 

17J4 HEW YO .. K AVI[NUC NW, 

WASH INGTON, D. C. 

tlr. J.l.arvin IJcint;vre 
The 'llbite Hou•e 
Woahington, D. C. 

Denr Mr . Neint;vro: 

June 14, 19~8 

~. Hopkins hoe asked ne to return tho 

att.aehed t.o you . 

Very sincerely yours , 

b!::: )kd£1 
Saeretarr 



THE WHITE HOUSE 
WASHINGTON 

June 10 , 1936. 

r.IEI~ORANDU!! FOR 

Ho:; . HAPJ!Y L . HOPKINS 

TO !lEAD A..'ID !'STURN 

F. D. R. 
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Tl-it SECRETARY or f'HE TR EASURY 

WASMINOT"ON 

June 9, 1938 

Uy dear Mr. President: 

I am sending you herewith a 

oopy or the latest report on the 

o1tunt 1on 1n Cleveland. 

Sincerely yours, 

Toe President, 

The White House . 



c ~'c4v..M'...Z 
June 6, 1930 

To: T:1e Socre t~<ry 

?roo: !.!las Lon!P"'In t 1. 

Surplus Commodities in Clevel&nd. 

The~e h~s been no increnee ln the allo~ance of surplus 

co-~ditles mnd~ to ~~ch relief fAmily, since the financial 

crisis i n ~levela~d relief. The auots for surplus foods, 

established by the Departmen t of Acrlculture, allot'! to 

fnmilics only a scheduled amount or each commodity, which 

is &unposed to be extra consumption, above their normal needs. 

If only three or ~our co~odl~iea a re suo9l i ed, ou~ o r 

s ~oso1ble fifteen, the ouota for the t hree or four re~ain 

unchAnged. If the normal needs are not supplied by r elief 

grants , rules of the Department of Agriculture absolu tely 

? rohibit incre~ains the auantltitea allowed per family . Local 

roller o!flct&ls v1rtu~ly never ~e a chance in these 

quot1u~, even t•hen no relief ordero are issued. 

Mr. Rowley, tho very able supervisor of comMOdity <Us­

tribution, esti mates t hat cocmodltieo 1n Cleveland cnnstltu~e 

about 5 oercent of the standard budset . Los~ than this 1G 

distributed, if re~er comnoditiet ~ve been ourchased by the 

Co~nr~tion . Cleveland food bud~ots have been twice reduced 

ao thAt they are now 2g percent below DePArtnent of Agl·icul­

·~rr atcnnards . Su~lua coo~oditiP& ~ake u, lPss than 

one-fi!'th o r t'Ua loeB. 

Relief famili~s 1n Clovol ar.d wore getting , 1n the week 
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~r JunP first. a d~uble rati on or rice an~ dried bnnnR . Flour 

v·ns aloo boin:; 1 ssued i cmed1ntel;t , nlthough 1t was no t scheduled 

for reler e tor tr~ or t hree weeYe. 0~1 ski~ milk was ~~t h•ing 
dls~!'ibuted bt'c1u:se :hey had no: ~ini ahed oock1ng i t . Cnnned 

paRS '"ero l n storage but had not yet been relcn•ed for iesuo 
by Feder~l Surplus. 

7 hat WPek the en!' load o: ~lour arrived on Wednesday . 

Fn~1lics ~h~ got their ouprl i es early in the week go t only 

butter , rico , and green beans. They had t o c~me 1n a secnnd 

t i cc t or t'lour . About 25, 000 f l'c1li es in o.ll rec .. 1ve co~~od1-

•iee. ~rnis~ed roc~ f amilies ~et the~ t oo if they c~n coo%. 

After thE> •·eo:: i o over, there v11l l be prtlCtlcallJ no 

surplu s commo•Utiea in stor age i n Cleveland. Th,. thlrtJ-dn..v 

•u.,pl:; ''"G used U!l lon~ nlt'O . 'ihrehouPes are Or!!'t;,• . s .,r1nc 

anti su-:nC"r DUT!>luseR a.re exhaus :ed. 



, COPY 

FEDERAL RESERVE BANK 

OF NEVI YORK 

June 24, 1938 . 

Dear Air . Secretary : 

The l argest long- term security flotation during 

the past week was t he public offering of $60,000,000 

Metropolitan Water Di strict of Southern California bonds, 

which deal ers acquired from the Reconstruction Finance 

Corporation. The bonds arc /1s , due 1946-86, were acqu ired 

from t he Reconstruction Finance Corporation at 107, and 

were reoffered to y i eld 2 . 65 t o ) . 65 per cent . According 

t o t he incomplet e r eport s a vailable, the issue was well 

r e ceived. Other munic i pal bond awards during the week 

totaled about $6, 000, 000, and corporate i ssues about 

$12, 700, 000, of which $10, 400, 000 was Consolidated Gas , 

Electric Light and PoYier Company of Balt:lmre .3 1/ 4s of 

1968 , placed privatel y, for refunding . 

The two offerings to stockholders--$7, 8001 000 of 

Philip Morris and Company convertible preferred s t ock and 

$40, 000, 000 Commonwealth Edison Company convert i ble 

debentures--which have been subject to subscript i on r ights 

dur ing the last two or three weeks were terminated t h is 

week , both quoted at substantial premiums and doubtless 
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almost entirely taken up by stockholders . The success 

of t hese i s sues, combined with the recent str ong advances 

1n the stock and bond ma rkets, will go a long way toward 

erad icating the remaining ill effects of t he l ast offerings 

of t h is k ind, the unsuccessful Pure 011 and Bethlehem Steel 

i ssues l a st fall. 

In the f i eld of short-term ~inancing, the Federal 

Home Loan Banks thi s week sold $41, 500, 000 of one-year 

debentures at a price to yield 0 . 435 per cent, an i ssue 

which was i mmediately oversubscribed . 

Additions ha ve been made t o the list of prospective 

corpor ate i ssues in July, so the t the expected total i s now 

about ~225 ,000,000 , of which slightly over half will be new 

capital. The final amount may readily surpass the J une 

total of $245 , 000, 000 . 

Yours f a ithfully, 

/s/ Allan Spr oul , 

Allan Sproul, 
First Vice President . 

Honorabl e Henry Morgenthau, Jr . , 
Secretary of the Treasury , 
Wash ington, D. C. 
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TREASURY DEPARTMENT 

WASHINGTON, D . C. 

Re Reorganization of Secret Service Division 

under the direction of Secretary Morgenthau 
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OFFICE OF THE CHIEF 

SECRET SERVICE DIVISION 

TREASURY DEPARTMENT 

WASHINGTON, D. C. 

July 9, 1938 

Memorandum for the Secretary 

From the Chief', Secret Service Division. 

In compliance with your request there is submitted herewith in-

formation relating to the reorganization of' field offices of' the Secret 

Service Division since you were appointed Secretary of' the Treasury. 

The following fifteen changes in supervisory positions were made since 

January 1, 1934, as a result of' tmpxoper conduct, inefficiency or other 

causes warranting disciplinary action: 

3-l-35 

7-1-35 

8-9-35 

8-24-35 

8-31-35 

9-16-35 

Name Action Taken and Basis for Action -
AGENTS m CHARGE 

Jervis, Richard L. 
Washington, D. c. 

Brown, Bert C. 
Detroit, Mich. 

Straight, Alan G. 
New York, N. Y. 

McHugh, Edward J. 
Buffalo, N. Y. 

Rebentish, Adolph 
Dallas, Texas. 

Ashe, William W. 
Los Angeles, Cal. 

Relieved in charge White House Detail; 
salary reduced $1,000; transferred to 
Memphis; drinking. 

Removed from the Service; connection 
with "Famous Brands" Corporation and 
failure to make proper income tax re­
turns. 

Relieved as Agent in Charge; salary re­
duced from $4800 to $3200; transferred 
to Detroit office; inefficiency in con­
duct of' the office. 

Relieved as Agent in Charge; Buffalo 
headquarters changed to Syracuse; in• 
attention to duty. 

Resignation requested; accepted with 
prejudice; debts; neglect of' duty; 
association with women of' objection­
able character; false reports. 

Resignation requested; accepted with­
out prejudice; drinking. 
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6-1-36 

6-15-36 

8-7-36 

1-1-37 

1-1-37 

2-15-37 

12-2-37 

7-1-38 

Name -
Smugai, Leo A. 

St. Louis, Mo. 

Buck, Harry H. 
Cincinnati, Ohio. 

- 2 -

Action Taken and Basis for Action 

Relieved as Agent in Charge; in­
efficiency. 

Resignation requested; accepted without 
prejudice; drinking; association with 
questionable women; intimate with crtm­
inal. 

Boatwright, Grady L. Transf'erred to Salt Lake City; alleged 
St. Paul, Minn. ~proper investigation of activities 

of Departlmn t of Just ice. 

Reidy, James H. 
Hartford, Conn. 

MOrris, Fred'k w. 
Newark, N • . J. 

'l'ransferred to Bin.~.ingha.m; not com­
petent as Agent in Charge. 

Transferred to New York City; not 
fitted for Agent in Charge. 

Bratton, Bartholomew Transferred to Philadelphia; drinking; 
Baltimore, Md. neglect of duty. · 

Harper, William G. 
Cleveland, Ohio. 

Kett, John A. 
Buff·alo, N. Y. 

November 26, 1937, was notified services 
discontinued December 1, 1937, with 
prejudice. December 1, 1937, recommend­
ation made that resignation be accepted 
without prejudice, which was approved; 
connection with "Famous Brands" and dis­
regard of Secretary's instructions. 

Transferred to New Yorlc City; incompetent 
as Agent in Charge. 

SUPERVISnm AGENTS 

Houghton, William H. Relieved as Supervising Agent; incompetent 
to manage large district. 

*** 
In 1937 the administration of the field work of the Secret Service 

Division was greatly improved through your action in establishing fifteen 

Treasury Department enforcement districts of from one to four states under 

the control of supervising agents. For.merly the work of the Secret Service 

Division was conducted through thirty-six independent offices directed by 
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agents in charge located at various points throughout the country, and 

the change to fifteen districts was made because the efficiency of the 

thirty-six offices and the degree of cooperation existing between them 

were not satisfactory. In addition to the fifteen district headquarters 

offices we have established sixteen branch offices in cities Which in 

the past had no local representative of the Secret Service, and we now 

have forty-two branch offices directed by fifteen supervising agents. 

Valuable assistance in connection with the reorganization of field offices 

was rendered by Mr. Harold N. Graves, the former Coordinator of the Treas-

ury Department Law-Enforcement Activities. The coordination of the 

Treasury Department agencies has been continued by the present Coordinator, 

Mr. Elmer L. Irey, with very satisfactory results, and close contact is 

now established between the Secret Service Division and other enforcement 

agencies of the Treasury Department. 

As a part of your reorganization program the official designation 

of field representatives has been changed from Operatives to Agents. 

All agents of the Service were given for the first time a thorough course 

of training in the production of genuine money at the Bureau of Engraving 

And Printing and at the Philadelphia Mint. They were also given an in-

tensive course in law-enforcement and crtminal law for a period of two 

weeks under the instruction of experienced agents of the Treasury De-

partment Training Section. For the first time in thirty years a con-

terence of all field Supervisory Agents was held in Washington 1n June 

of 1938. 

The agents have been trained in the use of firearms by experts 

of the u. s. Coast Guard. During the period since January 1, 1934, there 
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has not been a case in which embarrassment has been caused the Treasury 

Department on account o~ the injury or death o~ bystanders or o~ suspects 

or de~endants through the careless or unjusti~iable use ot ~irearms at 

the time raids or arrests were being made. 

On July 1, 1937, the supervision o~ 210 uniformed guards protecting 

the immense values at the Treasury Building and the Bureau of Engraving 

And Printing was assigned to the Chief of the Secret Service. The ef­

ficiency and appearance ot this organization has shown a marked improve­

ment. When the Secret Service took over this function, 46 men, or 22% 

of the force, were of~icially qualified by the Coast Guard in the use of 

firearms, and at the present time 167 men, or 83-l/3% of the force, are 

so qualified. 

Through the reorganization an important change in the policy of 

the Division was made possible in connection with the notification o~ 

and education of the public in reference to dangerous counterfeit notes 

in circulation throuePout the country, and warning notices are now ex­

tensively used. Heretofore, an extremely limited number or crude warning 

notices were issued by the field offices, and slight effort was made by 

supervisory agents to instruct the public. Present procedure requires 

agents to instruct merchants and bankers in groups, and an intensive 

educational campaign has been conducted. It is felt that at the present 

time merchants and bank employees are counterfeit conscious to a greater 

degree than ever before, and that losses of retailers through the accept­

ance of counterfeits are likely to be materially reduced. During the 

last three months agents carrying out this new policy called at 104,194 

retail stores in New York City and vicinity, displaying to the merchants 
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specimens of counterfeit notes and leaving an illustrated circular de-

scribing methods to detect counterfeit notes. The agents also conducted 

neighborhood meetings at which 20,743 merchants and bank representatives 

in New York City were instructed on how to detect counterfeit notes and 

the proper action to promptly take to aid the Government in apprehending 

the professional passers. During this period approximately 560,000 

warning notices describing the principal counterfeit notes in circulation 

at that time in New York City and vicini~ were distributed through the 

cooperation of banks, through personal calls by the agents, and through 

our mailing lists. Many letters commenting favorably on the action of 

the Department in educating the public have been received. It is planned 

to continue the efforts of the Secret Service along this line in order to 

aid merchants in better protecting themselves against counterfeit notes 

which may appear in the future. 

Below is a statement reflecting a favorable trend in the amount of 

counterfeit notes in circulation which were surrendered by banks and 

other sources during the fiscal years 1934 to 1938, inclusive, and it will 

be noted that the losses incurred by the public have been material~ re-

duced. 

1934 
1935 
1936 
1937 
1938 

Notes Not in Evidence 

$ 743,046.43 
1,037,784.75 

736,223.23 
519,366.86 
378,682.10 

Coins Not in Evidence 

$71,521.78 
69,745.63 
67,535.37 
67,510.21 
50,219.91 

In addition to the action taken in connectionwith the fifteen 

Agents in Charge it was also necessary to take action in reference to 

thirty-six employees, and a list is attached reflecting the facts in 

these cases. During the period covered it was necessary to separate 
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from the Service, for cause, thirty-three employees, and eighteen were 

demoted or transferred. The removal of the supervisory agents and 

field agents who were not functioning to advantage, the selection or 
new supervising agents who are capable, the establishment of fifteen 

Treasury Department enforcement districts to conduct the field work, 

and other changes directed by you have accomplished satisfactory re-

sults. 

The very active and personal interest evidenced by you in 

directing these constructive changes in connection with the reorganization 

of the Secret Service Division, and the wholehearted cooperation extended 

by you, the Administrative Assistant to the Secretary, and the Coordinator 

of ·.1:reasury Department Enforcement Activities in reference to the re-

organization and all other matters concerning this Division. made it 

possible for the present personnel of the Division to carry out your 

program without difficulty, and also made our work at all t~es very 

pleasant. 

Many of the agents of this Service have strongly eipressed their 

satisfaction over the many constructive plans that have been inaugurat-ed 

and accomplished by you in the Secret Service Division since you became 

our Secretary, and I am sure that their expressions reflected the senti-

ment of the entire organization. For the personnel or this Division I 

desire to take this opportunity to express our sincere appreciation for 

your earnest efforts and for the consideration which you and your staff 

have shown to us. 

fjw/b/w. 

Chief, Secret Service I . 
l 



Date Name 

1-31~34 Bell, Jolm B 
New York, N. Y. 

AGENTS 

Action Taken and Basis for Action 

Resignation requested; accepted Ydthout pre­
judice; misconduct. 

2-15-34 Connolly, Bernard J. Discontinued with prejudice and later resigna-

2-19-34 

1-5-35 

2-21-35 

ll-.20-35 

3-31-36 

3-31-36 

6-ll-36 

6-30-.36 

6-30-36 

7-30-36 

9-17-36 

9-3D-36 

1~-36 

New York, N. Y. tion accepted; various charges of misconduct. 

Russell, Roswell J. 
St. Louis, Mo. 

Towslee, Alfred c. 
Washington, D. c. 

Drescher, Geo. C. 
Washington, D. c. 

Flynn, Joseph, A.P. 
Syracuse, N. Y. 

Penny, Joseph M. 
Dallas, Texas. 

Sloan, Henry J. 
Los Angeles, cal. 

Goodyear, 1"®. P. 
Detroit, Mich. 

0 •Halloran, Wm. F. 
New Y<lr'k, N. Y. 

Shelhorse, James B. 
New York, N. Y. 

Tebbutt, Cecil c. 
San Francisco,Cal. 

Brought, Ira I. 
Washington, D. C. 

Mounday, LeRoy C. 
Albuquerque, N. M. 

Wittschen, Otto H. 
Cincinna. ti, Ohio 

Resignation requested; accepted without pre­
judice; incompetent. 

Trareferred from ·white House to louisville; use 
of intoxicating liquor. 

Transferred from White House to Washington Dis­
trict Office; use of intoxicating liquor. 

Resignation requested; accepted with prejudice; 
debts. 

Resignation requested; accepted without prejudice; 
debts. 

Resignation requested; accepted without prejudice; 
misconduct. 

Resignation requested; accepted without prejudice; 
incompetent. 

Discontinued at expiration of appointment; in­
competent. 

Resignation requested; accepted without prejudice; 
various charges. 

Resignation requested; accepted without prejudice; 
drinking. 

Transferred from White House to Detroit; asleep 
on post. 

Resignation requested; accepted without prejudice; 
drinking and misconduct. 

Resignation requested; accepted with prejudice; mis­
conduct; use of liquor and drugs. 

10-15-36 Schaefer, Cleveland Removed from the Service with prejudice; drinking 

12-31-36 

Cincinnati, Ohio and association with questionable women. 

Maffett, Preston c. 
Buffalo, N. Y. 

Hesignation requested; accepted without prejudice; 
failure to cooperate with other officers. 



1-4-37 Droney, Robert F. 
VVa.shington, D. c. 

2-13-'37 Perry, Roy G. 
New Orleans, La. 

2-28-37 Booth, Frank M. 
Bal. tlmore, Md. 

3-l-37 Almoney, Geo. A. 
BaJ.timore, Md. 

5-17-37 Hitt, William B. 
Baltimore, Md. 

7-22-37 Hare, Alex. P. 
Washington, D. c. 

7~9-37 Cooley, Edward L. 
Omaha., Neb. 

~1-37 Kilner, George T. 
Jacksonville, Fla. 

11-8-37 . Rubano, Peter A. 
New York, N. Y. 

l_.J-38 Mahan, Arthur T. 
Harrisburg, Pa. 

AGENTS (continued) 

Action .Taken and Basis for Action 

Transferred from Special Detail to Washington 
District Office; embroilment with police officer 
while on duty. 

Resignation requested; accepted without prejudice; 
drinking; debts; and improper conduct while on 
White House Detail. 

Discontinued without prejudice; debts; worthless 
checks. 

Transferred to Newark; borrowing inoney; activ:i.ties 
unofficial matters; slovenly appearance. 

Resignation requested; accepted without prejudice; 
incompetent. 

Resignation requested; accepted without prejudice; 
use of intoxicating liquor. 

Resignation requested; accepted without prejudice; 
drinking; improper conduct while on Presidential 
Detail. 

Resignation requested; accepted with prejudice; 
drinking; false reports; failure to appear in court. 

Transferred to Baltimore; careless with contraband. 

Transferred Harrisburg to Pittsburgh; not fitted to 
cooperate with others. · 

J-7-.38 Phillips, Stanley B. Transferred New York City to Philadelphia; in-
New York, N. Y. efficient. 

4-2-38 Leibman, Richard E. 
New York, N. Y. 

4-6-38 Brooks, John N. 
Washington, D. c. 

6-30-38 King, James A. 
New York, N. Y. 

1-31-34 Campion, Edgar M. 
Scranton, Pa. 

Resignation requested; accepted without prejudice; 
debts; borrowing money and association with criminaJs. 

Resignation requested; accepted without prejudice; 
excessive use of intoxicating liquor. 

Resignation requested; accepted without prejudice; 
incompetent; lack of interest. 

CIERKS 

Resignation requested; accepted without prejudice; 
debts. 



~ .. 

2-15-35 Renaud, Edwin E. 
Seattle, Wash. 

1-10-36 Lemke, Paul 
st. Paul, Minn. 

lo-6-37 Cipriano, Philip 
ws Angeles, cal. 

J-15-37 Shaner, Leon E. 

CLERKS (continued) 

Action Taken and Basis for Action 

Resignation requested; accepted without pre­
judice; drinking and debts. 

Resignation requested; accepted without pre­
judice; incompetent. 

Resignation requested; accepted without pre­
judice; incompetent. 

CHAUFFEUR 

Resignation requested; accepted without pre­
judice; neglect of duty. 
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July 13, 1938 

~ dear Mr . President : 

I am sending you here,. ith, for your 
information, tbe following me110randa: 

The 

l. co,erc ial Loant in relnt ion to 
inventories - prepared ~ Ur . 
Baas 

2. The Business Situation, ~eek 
ending J uly 9, 1938 - prepared 
by Mr . Haas 

3. Reorganization of Secret Service 
under 111)' supervisi on - prepal'ed 
by Ch i ef Wilson 

En Route . 

Enclosures. 



TO 

PflO M 

Sub ject : 

TREASU" Y DEPARTMENT 

INTCR OfPI'ICC COWMUNICATIO,., 

our July 12, l!)JS . 

Secretary l!orgenthau 
1!r. Hna~ 
oo~oerclal loans in relation to inventories. 

SummAr :or 

On June 29 a letter was sent by tho Trea sury t o the ~residents ot eaoh ot the 12 Federal Reeerve Banke, asking each t o contact a groU? ot rep~~sentat1ve banks 1n hie dis­trict to deter, ine to what extent the reduction in com.oe r ­c1al loans since last October wa s due to the liquidation ot inventories. 

The r e9li es indicate the difficulty of determining with any degree of accurac:r the reasons tor reductions in loans in individual cases, but nearly all the banks are in ~greement that there has been a liquidation of inventories since last October, and that this has been a factor ot greater or less i~ortance 1n t h e reduct1on in coc~erc1al loans . Opinions vary as to how muoh ct the reduction has been due to this factor . Two other f actors , the liquida­tion ot receivables and t he liquidation of finance coc?any loans , are also mentioned by nost barut s as nartly ree~onsi­ble tor the decline in commercial loans . 
It ~Y be noted that the liquidation ot receivables itself retleote a linuldation ot inventories, since a com­mon way tor a merchant or other buyer to stock u~ with goods and Mater ale 1s to buy on credit , liquidating his account when the goods are sold. This tact 1s recogni~ed by some ot the banks; the letter from the Federal Reserve Bank of New York, tor examnle , says that the r eduction 1n accounts r eceivable •~y in tact reoresent a decrease 1n Inventories in sooe other stage ot the manufacturing and aerchand1s1ng orocese .• 



Secr etary Morgenthau - 2 

A summary of the in~vidual cou.ments by Federal Reserve 
d istricts is given hereVIith . 

Boston : "It has long been recognized t hat t here wtts " 
general confor~ity between the movements of inventories and 
of commercial bank loans . • l'lhi le cer tain oucetions were 
raised by the banks interviewed, 1 in the main the bonks con­
ceded tha t there waD a general oorresyondence bet ween the 
decline in loans and the decline in inventories . ... • What­
ever the oualif1cations, it seems reasonably certain from 
t he exoerience of 1921 and 193g that commercial bank loans 
and inventor ies fo l l ow 1n a gener al way the same t r ends 
both dovmwards and upwards -- whet her or not w1 tl:: a lag 1n 
invent;or1es may be a debatabl e question . 11 

New York : 'Inventor y liquidation, of course, has been 
one of t he ~Jor factors causing r educt ions 1n the commercial 
loans of the New York Cit y banks, but l ack of data makes it 
ha~ardous for t he ba nks t o gi ve anything but the roughest 
sort of guess of i ts exact influence .• 

Another principal factor has been a r eduction in 
accounts receivable. "This r educ t ion i n accounts receivable 
may i n fact r epresent a decrease i n i nventor ies i n some other 
stage of t he manufacturing and merc~~dising pr ocess . • 

"In addition ..•• most of t he Hew Yor k Ci ty banks i nter­
viewed r epor t ed t hat a subst anti al part of the r eduction l n 
commercial l oans has been due to a r eduction i n borr owings 
by finance compani es . • 

Philadelohia: "In most instances it does not apoear 
that the r eduction of i nventories has been a factor of any 
unusual significance , alt hough some ca ses of declini ng l oans 
can be t r aced directly to inventor y liqui dation .• Ot he r fac­
tors cited are (a ) Great ly reduced volume of business· (b) 
l ower level of or1ces ; (c) r educti on of receivabl es ; / d) sub­
stantial 11ou1dat 1on of f i nance c ompa ny paper; (e) general 
apprehension of future develoT)ments. 

Cleveland: •we wrote to fourteen r epresentative banks 
for a n expression of opinion ••• •. In the mai n the oo1n1ons 
vo~ced by t hese banks substantiate the statement that the re­
duction i n oom~erclal l oRna r efl ects a. l i 0u1dat1on of inven­
tories." 



Seoretllry l!orgenthnu - ) 

Richmond: A a~y of reollea f r om 14 bnnke whoee 
loans hrid been reduced since last Oct ober shows t hat 11 con­
alder inventory liouidat1on to have been a factor ln the 
r educt i on, although estl~tea of l ta i:portance vary. 

Atlanta: "I think it is undoubtedly true that comoerole~ 
lo~ns have been reduced to a material extent by reason or t he 
li~uidstlon or 1nventorl eo. • One banker reoorted that inven­
tories or hie borrowing cuetooere had declined by 20 percent, 
and loans by 17 percent. One banker est i mated t hat liquida­
tion of i nventories accounted for 60 oercent of r educt ion ln 
oommero1el loMs; two other bonJ·ers in the ea~e city eatl . .ate<i 
33 l/3 percent and 25 oercent , reeoect ively. Another blinker 
eeti~ated t hat 75 percent of the decline ln loans of hie bank 
•as due to thla cause, while still another a t tributed pr ac­
tically the entire reduction to l i ou1dat1on of inventori~s . 

Chicago : ·~e estlcate that noesibly 4o to 60 oercent of 
t he decline l n borrowin6s f r o- bvnka has been due to inventory 
l l ouidati on, and that the balance of the deoreas~ haa been 
effected through a r educt ion in r eceivables , Plus about 5 oer­
cent obtained from new capital 1seuee . • 

St . Louis: 1 In virtually all instances , officiAls of 
the ban':s ~<ere or t he O'l)inion that there has been a substan­
tial decrease in inventories of ell descriotions during t he 
'l)ast seven contha .••. Tne declines in co~ercial loans ot the 
banks contacted were for the ~oat onrt co~ensurste with the 
scaller inventories carr ied by the mercantile and industrial 
cuator:tera. 1 

!Unnen~olis : ' The summary in~icnteo t hat t he decline i n 
commercial io~ns in this district wna l argely the r esult or 
l l auidation ot inventories of gr ain , mill ing and f uel con­
cerns and t hat decreases i n a~vnncas to finance comonnioa 
were ot only slightly less im~ortance. There was a l so a 
"aterial r eduction i n t he anount ot co~ercial loans reeult­
ing troo the liouldatlon or accounts and notes receivable 
outstPndln~ on merchants and ~ufacturers ' books laat 
October. • 

Kansas Ci~: "Inquir y or aoproxioately a dozen large 
banks I n tbe-,rent h District seems to establish ouite defi­
nitely that the liquidation o f inventor ies s ince l as t October 
has been aooomoanied by a reduction in bnnk l oans •• . • Even 
where loans hnvo not decl ined, or wher e a decl ine has been 
the resul t of factors other t han invent or y changes , banks re­
port that speoif1o l oans made t o carry stocks or good& have 
been reduced or eliminated aa inventories were llau1dated. 1 



Dallas : 1 !~st of the banks interviewed re~orted that 
there had been some decline in commercial loans which in all 
orobability renresented in part tho li~uidation ot business 
inventories ; however , it should be borne in min~ t hat the 
accumulation of inventories in thia dlstrlot durlnJ the fall 
ot 193" and the enrly pnrt o! 1937 did not take olace to the 
extent that it did ln so~e other oarts of the country .•.. 
We reel , th~~etore, th~t the liou!dation or business inven­
tories, o~her thAn or a seasonal nature , has had relat!vely 
little effect uoon the trend of com~~rcial , industrial and 
agricultur al loans at reoorting banks 1~ this district . • 

San Francisco: •A maJority or tho bnnl:s state that a 
considerable ~t or the decrease in loans -- oer hans around 
50 neroent -- reflect& liou~dation of stocks . • 
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• THE: SECRETARY OF' THE TREASURY 
WAaM I NOTON 

I 
September 1, 19)5 

~y dear Ur. President: 

Purauant to your recent conversation with Ur. Uagill, I am reporting to you on the progress which the Treasury Department bas made in prepara­tion for legislation to carry out the proposals in your message to Congress of April 25, 193g, tor termination of intergovernment al tax exemptions. 

The following material for this purpose is now ready: 

1. A draft or legialati on which is brief and simple in concept and consists of t he following proVisions: 

a . An amendment to the general defini­
tion or grots income in the Revenue 
Act to provide expressly that income 
received from the United States, the 
Dietriot of Columbia, the States, 
Territories and t heir political sub­
divisions, ia to be taxable. This 
will be t he basis for taxation of 
salaries or State and local off icers 
and employees. 

b. Additions to t he provisions of the 
Revenue Act relating to tax-tree in­
terest: (l) to make it clear that 
interest on all bonda issued after 
the dat e of enactment shall be fully 
taxable; and (2) to limit the opera­
t i on of the existing exemption pro­
visions with rsspeot to interest on 
bonde of the United States, the Di s­
trict of Columbia, t he States, Ter­
ritori es and their political subdi­
visions, t o bonds issued before the 
date of enactment of the new l egis­
l ation. 
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c. A consent permitting the States (in­
cluding their political subdivisions) 
to tax income received as compensation 
tor services rendered as an ottioer or 
employee or t he United St ates , end in­
come received as interest on obliga­
tions ot the United States and its in­
strumentalities. 

d. A separability clause which, in addition 
to the usual language, provides that the 
consent tor t he States to tax salaries 
paid by the United States shall not op­
erate if any of the provisions tor Fed­
eral taxation or State or local salaries 
are held unconstitutional. The clause 
also provides that the consent tor the 
States to tax interest on obligations of 
the United States shall not operate it 
any ot the provisions tor taxati on of 
interest on State or local bonds are held 
unconstitutional. 

2 . An extensive memorandum setting torth the economic 

effects of the existing tax exemptions, the reasons tor 
their elimination, and the probable etteots of t he proposed 

legislation upon Federal and State tiscal affairs. 

3· Schedules and other statistical data pertinent to 
the ownership and amoun-c of outstanding Stat e, municipal 
and Federal bonds. 

4. A collection or all the material which has been 
written on the subject or tax exemptions in periodicals, 
books, etc. 

All or the toregoing material is now ready for use; 
and additional supporting data is in process of prepara­
tion. We shall be glad to dieouee any or 1t with you at 
your convenience . 

Fa1 thtully, 

The President, 

The Wh1 te House. 
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THE SECRETARY Or THt TfU:AS U A.Y 

WAaHINOTON 

September ~ . 1938 

tty dear L!r . Pres i dent : 

Last week, when we 114W you, 
you asked whether 1t was possible , 
1n case or trouble abroad , for you 
to intern vessels of t he belliger­
ents. 

Ur . Oli phant has rurniehed oe 
I'Hh tne inclosed ata teccnt , wh1oh 
I tn1nk covers completely whet you 

,.. " ''"'· ''~d~"~ 0 

The President, 

Hyde Part, Ne~ Xork. 



Title SO, aec . 191, U. s. c. 

~ever the Proa14eat by proel£Eation or Executive orde~ declares 

a uatiNal o:oergcncy to exiat b)' r eason ot aotua1 or threatened war, 

insurrection , or inYaaioa, or diat urb&ace or tbreatenod diatw-bt.nce of 

the interaatiant.l rel&tion a of the llmted Statea, t he Secretary or the 

Tr easury may make, subject t o t he approvnl ot t he President , rulea and 

regulation• governi"i the anchorage a.nd •oveo:ent ot nny vessel , toreiEJI 

or doaestic. in t he terri tonal 111ltero or the llni ted States' .. ,. ini!JleCt 

such vessel a t nny ti&e , place guarda t hereon, and, it nece&sary in bia 

opinion in order to aecure such veasel a rro:o dauGe or injUl')", or to p,.e­

vent dtmage or injury to any harbor or oratera of t he United St•tes , or 

to <I<' cure the obearvanco of the ri.!lhta t.11d obligations of tho United St&tee , 

may take , by and with tho consent of the President, for ouch purponoe , fUll 

possession and control of auch vessel and re:ove ttercfro~ the otfic~ra 

and crew the.reot &od all other pereons not specially o.utborited by hia to 

go or r.....tn on board t!tereot . 

"lfithin the t<-rritory and ..... tns or t ho Canal Zone the Governor of 

the Panama Canal , !lith the approv&l ot t he Preeident , oh&ll t~J<erciao all 

t he powers conferred by tbis section on tho Secretary of the Treasury. 

(June 15, 1917, o. 30, Title II , oec. 1, 40 Stet . 220. )• 
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THE. SECAETAAV Or THC TA[AaURY 

WAaJot i NOTOH 

September 30 , 1938 

t.ly dear Jlr, Pl'os1dent: 

I am send1 ng you he!'ow1 th a 
eont1dent1al memorandum or a diges t 
or the most recent report on t he 
Anglo- Cal1rorn1a Bank. 

Needless to aay, I am ter­
rtr1enlly d1aturbed at t he condition 
or the 0&.1lk aa shown by t h 1a report. 

We are prooeed1ngly aa rapid­
ly as possible 1n order to protect 
the depositors . 

The President, 

The Wh1 te House. 
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CO~f>IQEP4TIAL 
AlTGLO CALl FOR!!U lti.TJOlW. ll.U:K, 

S.All F!Wt'CI SCO, OALifORlfU. 

The following it~a o~ eritic i .n were referred to i n the 

letter • h1eh 11 baiD& prepared for the :SOard of Directors of t hio bflnlt: 

(1 ) CLASSil'ItD ASSFlS: 

Appr oxim&tely $47 ,000 ,000.00 of tota l reeouroea are under 

c riticiam, which ia approximately three nnd ono-half times t he emount 

of the sound capital e true ture . 

(2) LQA!lS AND DJSCQIDj'l'Sr 

4J)proximl\tel;r 35~ of the total loana 1a classified alow: 

6~ doubt fUl , and . 69~ loOB, makinG a total of approxillll!.tely 41~ eubject 

to adverse claeai!icat i on . 

Lo~~a to a!filiatea, officera, director• and their corporations 

are aho..n ae !ollowa: Slow $16,825,508 . 80: doubtful $3,728,4:30.27: 

loae $::82, 539.:30. Louea aggregatillg $5, 676 , 235. 62 have previoualy been 

charged of! on theaa linea. 

( 3) T.AB(!t LU!Iil!r 

The eXMiiner haa aet up tnnt:r l"r&e and wholly unwerranted 

Unee of credH awecatiD& $40, 131, 833. 68 . $10,016,402. 49 baa previoual,y 

baen charged o!! on theae linea. 

(4) llOI!l!OlYDIGS OJ' DIRECTOBS .Al1D mEIR CORPORATICI!!S: 

Theae borrowing• aggregate $16 ,018 , 518. 50, of which $377 ,951.49 

have been previoual:r charged off , leaving a total of $15 , 640 ,567.01 in the 
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progreu cade 1D 1.Cipro•hlt! '!lrui To4.ucln&: thie Urt;o concen~ntioo h d.1e-

1Lppoint1ne. 

(5) IIXCESSII'll LQ.!.~SI 

Included i n thh e ehedule e.re t the Collar St$Mlt.h1p Line , 

{tneorpo.-.t.ed, Lirr.ite4.)n the ~ount of sz.eoo,mn.56, and th• Herben 

!'leiebhaeker line aw .. tlng $;s,473,442.26. ~th of then un .. tlre 

of loG~ duration and the Board. n..a odvitled that Um!ediate and deehtve 

l tflpG ... ~uld be token t.oll'lJ.rd \.he oltmoaUon of thoto f'1xo4 violetione . 

( 6 ) lQAl1S ~0 ?Jl•iK1S Al"j'ILI.lV.S: 

$15 ,874,436.01. Ae a ruult or unwarranted extenalona or eredit to the 

a!filiaus the bank hae w!fer ed a preunt total lo .. o! $513 31.?84. 13 

w1 t hout ~Di into eontidera.tion the lne«!e lon autfer ed b;y virtue or 

the coc:rpromleed intarut r Ate• on the a.!'tUiate loans wb1ch averages 

(?) J!.l!::XIS QWl1 S'l'OCX tiZLD AS mv:tS1'UE!lTS BT Ii"S OW'U A7n LU 'l!9, 
FZLD AS OOJ.Llmt.AL TO LQ.ll1S ARD lLLI9.U.LT O!P!J) Bf 1P 1\ANX: 

Ot t.h• 520,000 lll&ru of ouhte.n41ng: coQ;oa. capttd stock, 

4.1roetor •a corporat;ion bMYil.y 1ndebh4 to the bank; !D40 ehe.ree are 
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pledded ey othero ao eollaterlll to loalla , and 1,414 abarea are Ulaplly 

owned by the bank and ara boinc carri ed in the inveetcent account be)'ond 

the l imi tation& fixed by l aw . The total of tho foregoing ie 233,037 ehftree, 

or approximAt e11 45~ of the anti ro cor:t:>On a toclc ioeuea. Tho l:\llrket tor 

this etoclc has nuctuated from $8.00 to $33.00 a ehare, and 1e no• quoted 

at $15. 00 wi th no tradinG activi t)' . 

(8) STOCK OF 'l'liE Al'FILIA'l'llD AIIGLO '!:A'i'IO:T.AL CO!U'ORATJOll l!l:LD 
AS 11"VES'rla:l'!S :BY O'i.'RtR Az'"l'1 LUS'ES , 0'1il1ED DI Rr.CTL Y 
U ~ JIA!'X ,wp HELD ~S COLLA$P,Y. TO (['j'!!Il! LOAl"S: 

Of the 204,132 nbareo o! outetanding Cl aoc "A" capital etock , 

41,028 ehareo are hel d ne inveebcente by bank'• own affiliates , carried 

on t heir books at $1 , 566,933. 30 and havi,g a mArket value ot $075, 539.00 

or a 1osa of $891 , 394, 30; 25 , 891 ebaret &re owned outright by th& bNlk 

at a book valu e of $518 , 522.00 and havine a market value of $414 ,256.00 

or a loaa of $104, 266.00; and 9,968 aharea are held a a collateral to loana 

ot others . 

The total of the foregoing io 76 , 887 aharoe or 37 . 66~ of the 

entire Claee 11A0 atoclc ouutand1Jl€ , 1n addition to 100,000 ahare a of Claaa 

•:a• atock outatanding owned by the &!f1U&ted Coneolidetod Securitiee 

Co~ and plodced to aecure i ta indabtedlleea to the bank. It h c&rri ed 

on the books o! the affiliate at $901, 135.66 and i a claaai!ied therein aa 

ha'fing no •alue, which 1a not included in the &bove mentioned loans. 

At or the date of the exnmination, the variout affiliatea of the 

bank have BUtferod a loao ot $7 ,021,162.03 on their hold.1n&a of bank atock 

and the Claaa "A" atock o! the Anglo National Corporation, tho major 

• 
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(t) l1Ut tsv.n uw:s I!:CW!)n>G 
! llf!U N!J) l:ctl=COVQ~m;p UllliSI 

l 

Ot tM t.otal loans $21,1!15,473 .00 or 3(). 7&' h t.cun4 b7 Ucu 

oa rMl ••t•u 1Q V~LT10la foma. or \bll UIO\l.tlt 30. 6&i hat l!etn t taken 

tor 4tbtt prOYiou• lf eont racttdl 31.6~ 1• 1llt~l1 .~ \1 non~con!orQin&: 

. 984 h oolla.uraltd b7 t-eal eat.o.te IIIOl'tt,~~.«tl ot othen: 35. 1~ h confer. 

1QC, u4 1..4~ 11 11:11'1ll"t 4 und~ fl.t.l t 11 of the ltt'lioi'Al Houatnc A..et . 

boU. la a~Dter t.nd doU.: ar:own. tU ll •bJ•ct to erltlcl~ tollorine 

the lt.bcaHuUcn , l::::r recent ~dlaat o! t~ la .. co••mtac --=? ..::.4. 

U.. we. of ~erou !l.Ga:.elr.G: b7 'J"ecWral Lou .,r.ctd 1t h 1:::t:>e.._t1n 

t t..at \hit &Wpart:.nt t.. Ci'YC cloee-r au.cUoa aA4 ,,.r.,.hlou \7 t:. 
•r...,-.-.ent • ith the t'tld. 1.!1 nn or ~auca • aon ~nhe corne-

DUr1ag tht •~nation tb penoontl of t ):.U d..panc:ent ..-.,, 

cocaplUd.)" norpnh e4 and tY.taM\he4, M4 t bt IMAAlt llltllt J'~1:1. a that 

out.ttand.iua proJfut h bei.J::I.i Pelt 1A both tM colltctloa. o! c:-Hich.td 
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(10) O'llll2 U.U. !S':.l':S J'II)Jr.!:1 OP '1!11! 
lllJLU;t:D Pi!Q'i1"lM MfM01ti! COMP"-'"l• 

the attU1t.teli PrOiflll Wortpge Co::"!I'PIA1 • Ubout b.tiY down ~I'I.L . u4 

no tut~t ~ente ba•t bttD prov14t4 for other thAn ~p11catlon of the 

procMClt •• p.....-eeh au told.. or 1U to\.1.1 a e .. t e . $6,082,712.81 h repre­

tenu4 \:J AC\ll&l real tt\att o1Gle4. u.-4 a.c a44J.Uo:tal f6.83,188.10 h 

( 11) Bil!fl) ACI(QU1!1 I}! 9MB.U.J 

Jt. ·~· t.M~ thvt bile b ttc at1 UA-derl.71e« ten4toe.7 t.o..:-4 

entire hietorr of thtl bQlc. !J'.it et.atcent 1t eu'htaut tau4 "" the 

$9 ,418, 624.00 of nbna.Mud i.uYett=tl'ltl tUll pr eaent 1n the 1nveaa::en\ 

accouc\ and tbt r.malni~ Attt\t of tbt t.!f111atet. 

There ban bt u 21 bloekt of t t.oclc:t and bo:ldt M•t.ac a boo0k 

•alut ot t3,813.467.64 wb10h h&vt ~een i l legally acquired. Of tbia 

MOUAt U,983,167.00 h repre .. nted bJ 15 larce bloekt of uoc.k &tXI'DC 

w'hte.k a.rt 1»c.l~ 1,'14 lh&ret of \lot 't&tllc.'t owe atodt ud 24,688 abAr .. 

of ClAt t •A• coc=o= tto~ of ~ht atf111att4 AAclo Wettocal Cor?Or a t.loD 
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carried. at a coobiM<I book value of $554, 561.00. St oclce of corporaUon. 

in whi ch <Urectoro a re i ntereoted. are carried. at $243, 622.00 , of which 

$135,186.00 is claooifi~ aa olow and. $108.036. 00 aa looo. 

( 13) llQll!§ OF PPlA'l'AW,E; LJGALI'l'Ya 

'!'here are 32 inuea of bond.e having a par valuo of $4 , 167 , 500.00 , 

a book value of $3. 816 ,727 .as. and. a C>ru"ket value of $3,559, 821. 36, revenl­

ing a lose of $256,906. 50. ~e ~ot and. present prActice of dealing in low 

uad.e aecurities eb>uld. be d.iocontinued. and. the trecend.ouo lou taken in the 

paot 1o ~ain referred. t o in eupport of this c r1 Uchm. lmled.iate otepo 

oh ould. be taken toward. the ear}¥ liquidation of all inveatmanto of thio 

natu.re. 

(14) HJWJ, DIVIDE!!DS PAl pa 

A chronic criticiem And the atten t ion of the directora io QCain 

celled. to the provioion of Secti on 5204, o.s.R.S. , in connection with t he 

declaration and. payment o! illepl d.ivid.end.e . The c001bined. profit account. 

available for tbie purpoee a£8l'ep.ted. $2,988,473.41 while atat utor)' bad. 

d.lbto alone aggresated. $7,300, 806. 83. 

(15) U!PllOPD AllD ILIZ9AL Ol'..Al\Gts AOJ,I!<ST .!Wll\16 W%11SE AQCQWfa 

For record. purpooeo and. opecially tor the informat ion of t he 

d.ireotoro, a cowplete i temitation of all chargee to the oxpenoe account 

of the bank 1 1 inaieted. upon which ohould. ~n be submitted. to the dirac­

tore for a opecific appro• a l t o be recorded. i n t he mi nuteo. 



• - 7 -

(16) mp, .l!.!El!ICA!I JlEt\L'l'I CORf9!l.\':'IW: 

It appe&ra that at the t imo of the atock mArket craoh an ondenvor 

wee mAdo b)' Preaident Rerbort naiahhacker to IUp!)Or\ lho I!:&J'Ut for thh 

hank' a stock. In order to provide funde for thia purpoae , there wom plnced 

in the a10ota of the 'foatorn .A::>er1ean Realt7 Corporation , • hoao indebtedDoee 

to the bAnk wae incree.eed n like amount, two notea of bank emplo~•eea having 

no financial reaponaibility ae followo: Harty Coo $1!50,000.00 eecurod 1ly 

3200 ahareo of t h h bank'• otock, Nld a note of L Ale:mnder for $150 ,000.00 

oeeured 'b7 3200 aherea of t hio b&Ak' a otock. On Soptocbor 24, 1935 tho 

obligation of tho Weotern American Realty Corpora tion to tho bank waa roduced 

$:300 ,000.00 by traneferrin& the Coo an\1 AloX8Ddor notu totali~~g $300,000.00 

to the Procroe• l.!ortpge COCIIJ)IlD7, the obl1q.Uon of which co~ wao 

increased a o~ilar amount. These notea wore later cancelled and the 6 ,400 

ahereo of the bank' a own a took were ,i)laced in the bond .ccount at $300,000.00 

when ito market value waa lo81 thNI on~hal! the llltlount . On December :n, 1936 

the Procr .. • !lort&&f"' Compa.ny resold t hh block of otock to the .Uf111eted 

AnSlo National Corpora tion at market and euffered a loae of $146,515.20 on 

the tranaacUon, "hich looe waa includad in t ho $1,000,000.00 charge off on 

the line of tho Prosrooe Uort gago Company on December 28 , 1936. 

( 17) !Jlll!!lC.U>I DLI ZAfiOll: 

The prooent ratio of net capi tal etructure to depooit liabilitiee 

h $1.00 t o $14. ?5, .lccording to tho report tho oound capittol otructuro 1a 

approximate~ $6,!500,000.00 below roquiromente , but from the fact that 

approximately $39,00Q,OOO.OQ ot a aaata are e1&111t1ed "S low•, it it believed 

thet at loaot $5 ,000 ,000 .00 additional ehould be proYided ae a protection 

~nat poeUbl o louu 1n thlo ol l\ee1!1cation. 
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( 18) l!ORRQlii!TGS 01' EX!QU':'IVE OFFlCl'RS r.!Ql: <m!EJ! l!Al'XS: 

A report of these borrowin&a thould be 11111de to the .Bo8rcl of 
Directors and record of the receip t or osmo noted in the minutes . 

(19) l'Jil'OllTS 01' EXAlo!DlA'l'IOIT : 

Apparon tl1 r eporte of e~inotion ~vo not bo~n oubcdtted to 
the di rector• for coneiderat1on nt a ret;ular :oeeting a o required , nor 

mention Clldo i n the minutee of thei r r eceipt . The ClliJll'l&lment baa b"n 
r~atedly instruc ted ~nd advi sed of the poroonal r oeponsi bility it 1a 
a oouming b)' refuaal to cocply with thio requircect. 

(20) OITICE LmE!!51 

Important lottero t r Ol:l the Cocptroller t o tho lloard of Direc tor• 
rel a tive to tho condition of the bank b8eed upon r oporte of exacination 
are at ill not boi~ conaiderod by the Board nor being noted in the m1nutoa 
'" required. Prompt a t epa ahould be t.ak:en to correct thi s critici&co in 
order that it may be unnaceaaary for the o~ner to refer t o it in aubae­
quent reporto . 

(21) JY'¥JIIli!G COI.9JITTP: 

The e~~iner atatea that reporto of thio committee aro both brief 
and GtMineleao, conoiltin& primarily of the TerU'ieation of a ueu 
with the nuiot o.nce of U>.e Auditing Dlpartaent . An apprai&al ohould be 
!Mde of tho lonn e M d diacounta Mlich io of utmoot importance Iince ao 
l arge nn aggre!l&tl 1e oubject to adveroe cri t1cill'l . The directoro ahould 
keep themoe lvoa tully adTioed ot all condi tione i n connection wi th each 
individual a aaot now under critic i.o. 
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(22) UlAl1S ! 0 DI RllC'l'O.RS J.ll1) o:m:I R CO!UOR/SIO!."S 
WPllmR 1!1'1'!1 t~!U!S! &\~3 1!1!llEO:h 

• 
APPar ently theoe loano are not l:eill(; opecially &!)proved ey 

tho :SOard of Diroctorl ae requirod , lMIIC\lch a o tllio t ype of a .. et 
cospr1aco oo l arge a portion of ~he totnl volume oriticioed, the major 
portion of which C&!T)' co::rprOC>laed intereot ra t eo , both the loans Nld 
tho co::zproml.eed !ntoroet rateo ohould be epeciall¥ approved "by the 
Boord and ouch action noted upon the minuteo . 

(23) ll9ARD OF DI!UXl:J'OR§ A)ro SUPJ!RV ISIOI! : 

It lo noted that three of your diroctoro , two of who111 have 
aovoro~ critic1ood loans in tho bank, oeldoc a tteod tho c oeticga of 
tho lloord. If these d1reetors are unable or unrlllin& to a oowe t heir 
dutloo and responoib111t1ao a• directora , they ahould be r spl llcod "by 
thoeo who will. 

( 24) LHNLijiZS r g; SllOO':l Oll ':'HI EQ!tS: 

Since tho previoue examination tho heire of tho Lai<U'd :tata to 
obt ained a JudQaent in tho npproxlmD.to noowl~ of $750 ,000 . 00 includh>& 
principal, .cerued intereot end coats asai nat Preoldent Borbort Flelehhacker 
and the baok on t he Cl'<>undo of trawl. In aci<! • .Hion to tl'.a 11 u.,.u on Juat 
referred to tho La:ard heiro broUGht a oeeond action 8/l&inot Pralidont 
Herbert Jleiohbacker por oonall)' in tho intoreot o! and in behalf of the 
otoc:l<holdoro of the banJ< , ~o court randered a declalon in !&Tor of the 
otookboldor• of the bank i n the acuecato MIQ\mt ot $?50 , 000. 00, inclwllnc 
principal. accrued 1otere1 t and cotta. 
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You nre requeoted to conai der the report of oxomlnation and 

t bit l etter at a opecial aeot1nr of the Boord eel l oci !or thio opecifte 

purpose and to rol)ort in de~tl over the ei{lllAturoa of the &t tonding 

m~bero, aattins out the correction• effected in each of tho crit1cioed 

maHoro and your plana for the cocplet o ollmlnatlon of the """'' · Co;>ioa 

ot your ropl ;y to thio letter ohould be foi"WLirdod to Chief Natioool llank 

llluloiruor '111111= ?rentiao, Jr., and liational kJ:l< !ll&oinor L . H. Sedlacek, 

1155 lbntt:OJlltr:v Stroot, Roo:o 1103, Stu> :l'rancioeo, CAlifornia, 
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PROPOSAL THAT THE l''REIICI! GOVEI!IIliENT ESTA.Bt.ISH IN CANADA AIRPLA!IE 
PLANTS CAPA.Bl.& OF CONSTRUCTING SBVDIAL Tltl~AND PLANES A YEAR. 

Concluoion. 

Tbe plan hu aoae advant&&es but tbeaa appear at tirat 
exo.ai.na tioo to ba IIUCh outweighed by tbe diaadvantages: 

A. The P21!!1bb advantagea of the plnn ye as .follo"e& 

1 . Tbe Fl:ench Oovern.ent would r.ve an important sow-ee o.f 
supplT located three t housand miles away from Germany and 
Italy. 

2 . Fl:ance !light be able to increaee ber supply of planes 
110rc rapidly by ut1lidng trained alcllled labor of lhli ted 
States and Canada. Were France d ependent on the output of 
foreign owned plants she might not be able to get as 1MJ11 as 
she would wish, aoo/ or tbe cost. !light be higher. Tier" aha 
to dopooo on the United stntea for supplies , those supplies 
might be stopped in tim of war by the applies. tion of OW' 
"Neutrality Act•. 

3 . It is poesible that hence alight be able to obtain 
through borrowing abroad a portion of the foreign exchange 
necessary to construct the plants. 

B. Tbe valua to !"ranee of these advantages 1o quite uncertain: 

1 . Inaccessibility of the plant to foreign bo.J>ing planes 
would be an advantage only in war t he. But that is the very tilDe 
when speed, ease, and certainty of delivery of planes becomes 
important. For France to depend on a sow-ce of supply in a foreign 
country three thousand lliles &way for so large a proportion of a 
vital war need would sec• to be unwise fr011 a m1litary point of 
rlew. 

(a) Ocean transportation of three tboua&OO llile& in war 
tille bu ita haurds; su*rinea, ~ea, air &ttaoka, 
sabotage, spy activiti es , ote . 

(b) Plano)! IIMufacturod in Canada would ba subject to 
assu.ption~ontrol ~ tho Canadian (or British) go .. ro.ent . 
l"r1111co would be giving another important hostage to Britain. 
Can&da !light decide, in the evant of war, that abe prefere 
not to beva within ber bordora an arO& which might &ttr&ct 
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the enem;y' s bombing pl anes . flishing to reJ:IIlin •neut ral" 
Canada llll.ght place an embargo on the export of planes to 
France . Or in the event of a world war she might decide 
she needs all t he airplane plant capacity available to 
turn out planes needed f or her own protection. 

All possibilities considered i t would seem thet despite her 
proximit y to GeriiiiUlY and Italy, France would have a more de­
pendable supply of planes in war time "ere they produced at l>.ome . 

2 . Pl ants wit h an output of the magnit ude proposed would re 
quire a large nUIIIber of t r a ined workers . Where would they come 
from? The United St ates i tself will absorb all available 
skilled workers for a long time to CollE! if i t e•barks on a 
large progrruu of its own. I n r act , t here is probably a scarcity 
of t hat type of l a bor now. Large plant s built in Canada would 
greatly accent uate t he scarcity, drive up wages still f urther 
and complicate own own pl ane progru. B0 ttle necks of all kinds 
would develop which would serve only to accentuate price mal­
adjustments here . 

France would do better, it would aeem,to t rain her own 
parsonnal and develop a large scale organizat ion a t home . 

I t is posaible that France feels she Cllllllot develop a 
large scale equip~~ent at ho111e quickly enough, and i s afraid to 
contract for future purchases in tbe United St a tes bot h be­
cause of the Neutrali ty Act, and becsuse of the possible inter­
ference with production schedule and .OOels by A.ntfy and Navy 
authorities . 

This possible interference with a supply from the Uni ted 
States constitu tes t he chief advantage for atte.pting to 
establish factories in Canada as against dependence upon t he 
United States plnnts. flare the sole alternatives open to 
France either Unit ed States or Canadian sour ces of suppl;y , tbe 
latter llight be a little ooore certain so long as the Neutrality 
Ac t re1111ine 1o force . The i:aportance of t be t d isadvantage is 
soll8wbe.t reduced by the probabU1t7 thet t he Act will be .OOifi ed, 
or that it would not be per.itted to interfere with shipJDenta to 
France were France to be attacked. 

3. France may be able to finance construct ion of t he plants 
through flotation of foreign loans. 1\'hether A,ericana could 
participate directly in such a loan without violat ing the J ohnson 
Act is not certain, but even if it be assumed that t he foreign 
capital f or setting up the plants ... ould be f orthcoming from 
Americans and/ or Frenoblllen, t he chief coat of for eign exchange 
would r emain . The pl anes produced 'Kould have to be paid for 



/ 
- 5 -

with f oreign exchonge . 

The gold holdings of l'rllllce are already deeiD&d l o•·, 
and her balance or payments i s elr eady heavily unfa vorable . 
Were France to purchase from abroad sever al t housand planes 
a year, the increased pressure on tbe frllllc llight easily 
be enough to csose i t to depreciate much further . 

The suggestion hss r een made ths t France would be 
able to finance the construction with French capital thnt 
hss alr eady left the country (i. e . - f light capi tal) . This 
is doubt ful and even were i t true t he advantages accruJng 
t herefrom are no t important . Frenchmen "ho nol'l prefer 
to keep their funds outside of France would probably 
hesitate to invest in aey securities which could in the 
e vent of war be very easily identified and taken over by 
the French Government . In aey coso, t he i tem of expense 
t hat is most :!JIIportant to the }'r encb gover ruoent f rom t he 
foreign exchange aspect is the purchase of the pl anes 
and not t he cost of the plants . 

C, Other di{!rujvantaoes of the prqposal a cy ; 

1 . For t he Frenc h people t he venture might involve a hea vy loss , 
The expenditure of severel billion francs a year a t home 
(especially when f inanced largely t hrough borrowing) would mean 
a substantial incr ease in empl oymsnt ond business activity . ?!ere , 
ho .. aver , that amount s pent abroad unemployment at hom would not 
daorease and llli&ht evan incr ease . Muc h depends on hew t he money was 
r aised and on the r epercussions on the franc . 

2 . F0 r the United States the construction and utilization of 
such a large airpl ane factory woul d beve some di sadvantages 
difficult t o evaluate . 

(a) It 'Nould compete with any large program that might 
be undertaken by this goverllllaOt, and would add to wage ll!ld 
price malad juatlll8nte in the airplane and allied riolds. 

(b) Large plants in Canada adgbt in the bsnds of a 
v.Lctor ioua enenv' (or of a Great Br itain reali gned with 
Geraany or Japan in a desperate attel!lpt to save the Empire) 
constitute a t hreat to our safe ty . Possi bly, too, important 
~'rencn plane factories near our border would sli ghtly in­
crease the dMger or our beco,.ing i nvolved in a European .. ar . 



TH£ SECRET ARY 0~ THE TREASURY 

WA8t-I I N0TON 

October 17 , 1938. 

Dear Mr . President: 

The events of the past weeks have brough t home to al l 
of us the i ncreasing effectiveness of the forces of aggression . 
Since 1931 we have seen, succeeding each other with briefer 
and briefer intervals between, the fall of Manchuria and the 
invasion of China , the conquest of Et hi opi a , fomented unrest 
in Latin America and in the Near East, ar med intervention in 
Spain, the annexation of Austria, and the dismemberment of 
Czechoslovakia - - All in s even short years . 

Nor can we expect aggr ession t o end there . Japan at 
first wanted only Manchuria; then North China; no'" she ,•,ill 
not be content 1~i th less than the whole of China . Italy wanted 
only Ethiopi a ; now she wants control of North Africa . Germany 
wanted onl y equality in armaments, then the r emilital·ization of 
the Rhi neland , then Austria, then Czechoslovaki a , now colonies . 
The current clai m of an aggressor power is always its l ast - ­
until the next one . 

So well have the aggr essor nations mastered the tactics 
of aggr ession that a victory in one part of the worl d is follow­
ed by outbursts of aggression el sewhere . Germany 's vict ory in 
Czechoslovakia i s followed with i ndecent haste by Polish and 
Hungarian demands . J apan, watching her opportunity, loses no 
time in at t acking Canton, while in Pal estine , Ar ab discontent 
is fomented to fever pitch . 

Vie should l earn the lesson which the history of the 
l ast seven years has to teach us . Let us not repeat the 
short-sighted mis t akes of Britain and France . The impact of 
the aggressor nations upon American life and American i nterests 
has s o f ar, to be sure , been more insi di ous than overt but it 
will be too l a t e if we wait until the effects are obvious . 
Who in France as l ate a s 1930 would have dreamt t hat in l ess 
than a decade that gr eat democrat i c na tion was to become a 
s econd-rat e power , shorn of i nfluence 1n centr a l Europe , de­
pendent upon a grudgi.ng and demanding ally for security? Wbo 
would have expected that Great Britain ' s might would be 
challenged in the Mediterra nean, that her economic interests 
would be brushed asi de in China , and that the Premi er of England 
would hurry to Bitler to pl ead that he be not too demanding or 
i mpatient, and to pl ead, moreover in humble tones lest the 
dictator take umbr age and demand more? 
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Let us whil~ ~ S!n oeacefu1ly ~ ~ try to check the 

aggr essors . Let us not be placed in the positi on of having t o 

compound with them . Let it not be necessary for the President 
or the United St ates to f l y to Tokyo and in humble manner plead 

with the Kikado that he be content with half the Philli ppines 
rather than wage war for the whole. Such a possibility may seem 

ridiculous now, but no moro ridiculous than Chamberlain' s fl i ght 
to Berlin would have seemed seven years ago . 

In March of this year ~inston ChurchiLl called upon 
England to act, saying "If we do not stand up to the dictators 

now, we shall only pnpare the day when we shll have to s t and up 
to them under far more adverse conditions. Two years ago it was 

safe , three years ago it was easy, and four years ago a mare dis­
patch might have rectified the position •.. Now the victors ore 
the vanquished, and t hose who threw down their ar ms in the field 

and sued for an armistice are striding on to world mastery." The 
basis for the present humiliation of England was lai d in 1931, 
when England fail ed to join the United States in disapproval of 
Japanese aggression in Manchuria. The basis of either humiliation 

or war for the United States is being l ai d today by a f oreign 
policy that shuts its eyes to aggression Olld withholds economic 
support from those who resist . 

I know you are firmly convinced as I am firmly convinced 

that the forces of aggression must be stopped . By whom if not by 
us? I believe that we are the only country in the world now in a 

position to initiate effective steps to stop aggression by peaceful 

means . Once the United States takes the lend in developing an 
ef fective program, democratic forces in al l countries - - even those 

now submerged in the aggr essor nations -- •ill take heart. In 
England and in Fr ance groups within the government and without ~ill 

be stimulated and encouraged to press for para~lel action. 

To use our great financial strength to help safeguard 

future peace for the UnJ.ted St a t es, and to uke your •Good Neighbor• 
policy really effective, we should introduce at once a program of 

peaceful action on two f r onts - - in the Far Eas t and in Latin 
America. In these two areas we can move most effectively end with 
the least complication. 

Two opportuniti es are now before us: 

1 . The extension of credit to China . It is yet possi ble 
for such aid to be of decisive help. Sansuine as I desire to be, 

I am forced to the view that wi thout substantial financial aid 
given promptly t he Chinese res i stance may soon disintegrate . By 

r isking little more than t he cost of one battleship "e con give 

renewed vitality and effectiveness to the Chinese . We can do more 
than that . By our action we can further the s truggle of democr acy 

against aggression everywhere. 
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I am pleading China ' s cause with a special urgency because 
you have on numerous occasions told me to proceed 11i th proposals 
for assistance to China . All my ef forts to secure immediate sub­
stantial aid for China have proved of no avail against the adamant 
foreign policy of doing nothing which could possibly be objected 
to by an aggressor nation. I need not tell you that I respect the 
integrity and sincerity of those who hold the belief that a course 
of inaction is the right one , but the issues at stake go beyond any 
one of us end do not permit me to remain sil ent . What greater 
force for peace could there be than the emergence of a un.ified China ? 

2 . The extension of credit to Latin American countries . 
Our neighbors to the south are sorely in need of capital and 
commerce to enable them to develop their resources free from 
foreign intervention. Unless we assis t them they will become a 
helpless field for political and economic exploitation by the 
aggressor nations . Already some inroads have been made in that 
direction . Now, after the Munich agreement, we may expect that 
Germany, I taly and Japan will become bolder and more effective in 
their attempts to establish a reas of economic and pol itical sup­
port to the south of us . We can stop that penetration by an 
i nt elligent use of a sm.all propo1·tion of our enormous gold and 
silver holdi ngs . 

The measures we may adopt can be developed as the specific 
occasions r equiring assistance may arise . We have several such 
occasions before us r ight now: Brazil, Cuba , Mexico , Peru. The 
details of the assistance can be worked out in conjunction with 
the representatives of those governments , but it is fit·st neces­
sary that we accept in principle the need for posi tive action of 
this kind as a part of our "Good Neighbor" pol i cy. 

European events of the last month have made me feel more 
certain than ever of the Ylisdom of initiating a positive program 
of assistance along the l ines indica ted a bove . Re ports from 
China convince me that t he need for quick action is urgent . 

The President, 
Hyde Park, N. Y. 
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'•lephone eonverl&t ion between 
Mr . Bol ton of Bank of zn,.l~nd , 
London rund Mr . Knoke of Federal 
Raterve Bank of Nev York. 

November 14, l9}S 
lC :}0 A. M. 

Bol ton: ~e are bavlnc a r ouela& tlae here at uaual. We have decided to lot tho 

rete f all a l ittle bi t. Can't at•nd uy very much l oorer . On& of tho 

roaeona Is t he Jowleh progr~ In Oermruny. There are a gr to t number of 

peopl e on the Continent and In England vbo bel i eve t~t t he Government 

policy towardo Oe~ vtll fall. There ore a great nu.ber of per aone 

who believe the coalnc br- electlona vlll lead to a Gov•rnDOnt looo. The 

war f eero are beginning to r eturn to Europe . ?orelgn aoney It atlll 

leaving London and there Ia a development o! lnrge apocula tlva accoun t 

too. Havln' loot a very largo pert o! our resoureoe we hove decided to 

try and reaorve them e little. Cnn't ~!ford to lose $40 to $50 million 

every day. ~~rt coneerve our retourcee . We f 8el the t ve can 1 t at ~ny 

r ate keep the Larke\ ao aui et end oa orderly ~• we have In the peat. We 

have ehipped about $150,000,000 ,ol d to you ~~ the fact t~t atarl 1~ is 

a~yarently on tbe dove- grade I a 811 very ditappointing, We ahall do 

everything we can to prevent t he rAta dtpreoiating, I vanted to tel l 

you t hl o flrat before we do &D¥th1nr,. Shall hold the r•t• ~bove 4.70 

today. Wt ahal l put In eupport At dif ferent levela. We oball aend you 

a full and co.ylete cable tonicht , 

IDoke: Shall ve operate aplnot )'OUT oNlert 

Bol ton: Yea, pleAee. 
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To: Confidential filoo 
J'l"<lD:L. W. bolct 

J'!I)I!UL l!!SE:!Vl: IW!K 11 f 
ot !few. ~ork 7 / _ 
\ Date: 

• ~ • Subject: • V' 
\ 

\ 

llo•. 15 , 1938. 
Telephone Con•eroa­
U on w1 th Blt. or ~c. 

I called Bolton at 9:50 thl.o monU.oc. '!hiot:o ware oUU ••ry 
dioappointinc, ho "id. Tho dollar marlctt had opened a t 4.70-1/2; lle bad oold 
$2,000,000 nt that tipre and aJ>other $2,000,000 ot 4. 70 aod bad given 
Ia ,000,000 worth of cold at thine. .la tho preoouro ~~~;e.J.nat aterl1ag c:onUnued, 
they bad let the rate drop down to 4.69 and aold another $1,000,000 there which 
had ottllled to help ..at \oro. Since then the rate had picked up a 11 t\le to 
about 4. 70. Hia total l ouea f or cold and dolluo ao far bad beon about 
$11 ,000,000 compared with total looaeo yesterday of Zll,OOO,OOO. 

It no qui to a~rent f~ whet he heard on the Continent that 1t wu 
prima.rily the J ewioh quootion which today waa depreoain& the otorlioc rate. 
Some people were c:onnnced thot tho :Sritith policy of apptUEIIIont w1 th GemG¥ 
hod brolcen down 11:1d thnt aa a reeul t thereof a diaturbln& aJ>d anxious poll tical 
a1 tuaUon waa Hlctly to prOYa11 which, of c:ourae, would c:ontizru.o t o c:auao the 
transfer of c:opital to the United Statea. If it weren't tor theoe lateot 
dtYOlopmento, Bolton •-•d to think that thOJ might ban boon able t o hold 
1 tor line between 4. 75 and 4. 80 but now the u pon at of hold.ill& 1t there waa too 

liNCh for th• to boar. Ho aok:od whether I hod any indieaUona u to whether 
Waohiocton no aorioual7 4J.aturbod o••r thla cont11N414 woalaleao of the otorlioc 
rete. I replied that I oilllpl7 41dn' t know, 110t baTiDC boon to Wa abincton in 
~ woolto , but thnt in aJ opinion our uportera would ••rr 4ef1n1tol7 be 
4J.oturbt4 an4 would almoat inert tably proao for hoaYOn knew what kind o f 
11611lat1ve meuurea U' ottrlill& continued to drop. Bolton aaid that they 
tull7 realioed all thla , but tho tund'a r .. erno ware gettioc low and clo11 

to the danger level and if thq had to uee the gold of tho BMk o f En&land 
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\ the mar lteta would bec:CII!t aUlt IDOI't 4.1ttu.rbed. He tol4 111.0 ••TY oonti donUally 

that tho7 wer. dhcu.~ai.q: certa.t_a r u trictlone now but that naturally thtJ 

d.1 dn1 t wM\ to iJ:IIOroduce 8A)' ata~• •hich 110\Lld upat \- tbe freedom of their 

m.arkou. fbo queaU on had 'been under dhcuu ion fo r ll:aJl¥ d.a)'a and \h., would 

p rol:$bly adopt o ne or two reu·rtcth• GIOU\I.l'U very thortl.)" !lihich th07 boped 

would have no bad etfeet, '!bey ware b7 o.ow defi nitely convi nced t h.t. t ~ 

r .. ton tor tb woaloloe• ot attrl1pC • •• ot e poll t.ic.al utur• a.ncl that ecooozic 

ruaona e t t he moeent wen ne&).igible. 1'hey wet-e: M.ly ~war.. he ~cttnued , 

that if atorHnc doprecia ted n ry much further 1t would upnt t~ • bole 

present eeot~aaic ttNctu.u a nd w'4tever they Ull&ht d-ecide upotl oow would. be 

dono onl)' ann the moat delfberate cooddon.Uon. Ho•o-vdr, •• Car ae thoy 

could u e now , there W'l19 no ~ hope of aterlUig beconu.ng nronger uatil 

there wae a re.al illrprovement i.n the pol1tie&l a1tv.ation . It wu getting 

more an4 more 4U'f1eult tor ChataberU.1D to ce,rey out. hit protont policy 1rltb 

~~ a.ad, 110r1t j'ttt. Ul,trt • a• e po"1bil1 ty o1' a poll \1~ apli t io :England 

1D ease t bt oppodtioD •hould con ttnu.e to bt rtct.ori oua a\ the poll a at the 

ccminc b)o- clection•. Bt wt~.l Uf'1 anxious to d.hC\1" the prue:nt. a1tu.at1oo 

wHb me. ht aa14. and bOp ut aa tu.lly poatf'd. •• he cOilld. but had .o aro.eb to de 

J-u,tt llOW t~t he waoo1 t entirely tree to call ae all the t iMe. thould, 

therefore , not hni ta te to e&ll h1a ci t hu fl t \be 'bank or at bocae wbeoDYlll" 

I QZ:I\e4 t\l.r\.ht;r tn,for.&tiorL. 

.h t.r at t.ht fr&:le •• concerned, Bol ton tluro&}lt it • •• • Ull tim 

aud tb.ot Cariguel na et1U gatnioc tho~ 11 .. t.hAt.D ,. .. c.~. 

L1X:K11 



THE WHITE H OU SE 

W ASHINGTON 

Rovnber 19, 1938. 

KDORAimtJU J'OR 

THE SI:CRE'l'ART OJ' THE 'I'HEABURT 

'l'hia 1a something on wbloh 

you and I have been g1 rtqg ••ob 
thought . I wteh you 1110Uld read U 

pereonallJ' but I would rather at 

this at8ge that U be DOt ebowD to 

Heraan Olipb•nt or &DJ other people 

uoept .John Ha.ue. I do DOt 'Rilt 

1 t dieauaaed on the outalde at all. 

.. oan talk 1 t over when I get baok. 

J'. D. R. 

sus gested supplement t o the budge t 
and budget message which will be 
pr esented for the cons ideration and 
action by this Congress in re study 
of a different me thod of keeping the 
nat i on ' s books . 
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THt SECRETARY Of" THE T fllf A SU R Y 

W A .HINOTON 

tlovembe r :?", 1938 

!.y denr :.r. President : 

Inclosed herewltn I a~ aenalng you the 

followl n ~ter1Al w~c~ wae aupol1ed to me by 

L.r . K. P. Uhen : 

1 . l.ef"lOrandUJ:l on Yunnan-Ber,,a Road 

2 . :...e 1orandw on .. ort'l-wea:ern 
Htginay 

3. ..le:;,orandum on Sout,1-weetern 
Tr~>nsoortat1on Pr.utes 

4 . :.ap of ::orth-weetern nne South­
weat cJ•n Trunk Roads 

5 . tJemorllnt!um on Hlgh,.,ay Adm1nls­
tra 1on ln Oh1ne 

ti . Ueoorandum on Purch~aee o~ Equlr­
cent and SuoollP.s. 

51 ncert'ly yours, 

'i'he Presldent, 

'Ifill"' Jprl n ·o, Georgia. 



WASHINGTON, D. C. 

November 16, 1936 

Memorandum on Yunnan-Burma Road. 

The Yunnan-Burma Road connecti ng Kunming, the Capi t al 
of Yunnan, and LashiO, terminus of the Rangoon-Lashio Rail way 
in Burma, i a destined to be one or the most important highways 
linking China to a safe foreign seaport and will play a vital 
role i n her struggle for national inde pendence. In view of 
recent interruption on the Canton-Hankow Railw&J immediate 
utilization of this Road with adequate and efficient transport­
ation service i s of par amount importance . 

The total length of this Road is 1161 Kilometers or about 
720 miles. On the Yunnan aide the Road measures 975 Ki lometers 
and on the Burca aide 186 Kilometers . The pri ncipal cities 
through which the Road passes and the distances between them 
are as foll ows:-

Kunm.ing 
) 

Tsuyung 
) 

Sialcwan 
) 

IVal!Jrao 
) 

Lung ling 
) 

Wanting 
) 

La&bi o 

196 ) 

225 
) 
) 
) 

204 ) 
) 

224 ) 
) 

126 ) 

186 

975 ) 

! 
) 
) 
) 

186 ) 

1161 

Tho entire tri p !rom Kunming to Laabio takes six days. 
On Burma side from Wanting westward thero 1e a branch road 
passing llankam to Bahr.!o w1 th a length of 178 Kilometers. 
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The Road was built on an o l d earth road by the Provincial 
Government with technical and financial assistance of the 
Central Government. Construction work started before the end 
or 1937 and completed by the end of August, 1938, with tho 
exception of a small number of bridges which are temporary 
structures and will be~ompletely repl aced with permanent 
bridges before the end Of tho current year. 

The roadbed has a width Of 9 meters except in places or 
heavy atone cutting wbore tha width is only 6 meters. It has 
a macadamized surface of 5 meters in wi dth and 10 to 30 
centimeters (4 to 12 inches) in thickness . Although the Road 
passes through a very mountainous country maximum slope seldom 
exceeds 8% and sharp curves less than 15 meter radius are very 
few . 

Most of the bridges are built or stone arches having a 
carrying capacity or 15 tons. Son:e are floored with heavy 
wooden beams capable of carrying 71- to 10 tons. There are two 
modern suspension bridges, one a cross the Lee-Kiang River and 
the other across the Lan-Changklang River. About 60 out of 
164 bridges are temporary structures having a carrying capacity 
or 3 tons. By the end or this year when all temporary bridges 
are replaced heavy trucks of 5 to 7 ton s will be able to 
negotiate the entire road without difficulty under any weather 
conditions . As there are no ferries to negotiate the valumo 
of t raffic on this Road is only limited to the number of motor 
trucks available. 



WAS!!INOTOU, D. C. 

November 18, 19~8 

~emorandum on North-Western Hifhway 

The North-\'iestem Motor Highwa,y commenees from Chungking, 

provisional Capital of China, traverses through the Provinces 

of Szechuan, Shenei, Kaneu, Sinkiang and t erminates at Alma- Ata, 

a station on the RusGian Turkey Railway . Total length of the 

Road up to Ili measures 4574 Kilometers. It i s considered the 

moat important outlet for the vast North-Western re , ions of China. 

'lbe principal c1Uea through which the Road passes and the 

distances between them are as follows :- e-r Chungking 
) 450 Kms. ) /1!11(/ Chengtu ) 
) 556 • ) 

Hanchung ) 4574 
739 " ) 

Lanchow ) 
2829 " ) 

Ili 

Prom Lanchow the line was extended to Sian, Capital of 

Shensi Province measuring 75~ Kilometers in l ength and there 

connected with the LUI\8ha1 Rai l wa,y . This line has played an 

important role in supplying materials to the fighting forces 

on the Northern front. Another l i ne connecting Lanchow, 

Tienshui and Penshian serving as a shunt l ine between the 

Lanchow-Sian Line and Senin-Oheng t u Road Whereby goods may be 

transported from Lanchow to Chengtu wi thout passing through Si an. 

Rea l izing the i mportance of the North- Western Llotor road 

the Cent ral Government haa spent consider abl e amount of money 
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during the past two years for the improvement or road bod, 

road surface and the building or bridges and culverts. Road 

aurtaco varies with different sections of the Road - s01:1e sections 

keep the original hard earth surface, other sections possese 

macadam surface and sti ll others atone pavement . On the whole 

the road bed and aurtace are in fairly good condition with 

prospect of constant improvement as t!Qe goes on. 

Width or tbo road bed also varies in different sections -

narrowest is 4 and widest 9 Kilometers . Maxl:mum grade i s 

standardized at 10% and minimum radius in mountmns is 12 to lS 

me tors. 

All bridges have a load carrying capacity or 7; tons . 

There are over-tlow bridges and fords on the Lancbow-Atma Ata 

section but no ferries . On the section between Lanchow, 

Chengtu and Chungking there aro twelve ferrio s, moat or which 

are being replaced by bridges . 

Sinco October 1937 the North-Western Highway Transport 

Administration, ~iniatry of Communications, has been ent rus t ed 

wi th the responsibili ty of transporting materials from Russia 

to Central and Western China . Tho Russ ians deliver their 

materials at Lancbow and thence the Adcin l stration forward 

them to the destinati ons . A tleet or 214 truck• and buses 

are being operated on this Road by t he Administration . Repair 

shops and gasol eno depots are maintained a t main stations al ong 

the Road. Certain ditricultioa are experienced in bringing in 

petrols and spare parts . 



WASHINGTON, D. C. 

Hovoobor 18, 1938 

Kemorandum on South-Western Transportation Routes . 

With a vi ew to develop the vnat resources in the interior 
part or the country and to support the na tion-wide warfare in 
the front , China has recently completed a networ'< of trunk 
highways in the Southwest with the city CbungkL~g sa the center 
of radiation and tho seaports aa tho terminus . Through its 
compl etion, speedy movement on land or passengers and goods to 
and from the interior is now possible . 

The network in question consists or the following ~~ linea : 
1. ChungklnS-Kwe i yo.ng-Kunming Line connecting with Kunming 

Hai phong Railway, or Kunming- Burma Road, 1150 Kms. 
2 . Chungking~Kweiyans-Liuchow-Nannlng-Chengnankwan Line 

connecting with Indo-China Railway, 1506 Kms . 
3. Cbungklng-Kweiyang- Liuchow-Siying (Kwangcbowwan) Line, 

1606 Kms . 

4. Cbungklng-Suil\1-Kunming Line connecti ng w1 th Kunming­
Haipbong Railway, or Kunming-Burma Road, 1160 Kma . 

All these linea are located well 1n the interior and the r efor e 
are r emote !ron the d8l'lgers of war operations . 

The roads are built, and some or them are being improved, 
according to such s t andards aa t o serve 300 to 500 vehicles a 
day . The r oadbed ia 7 to 9 meter s wido tor ordinary soil and 
4 to 6 me ters in rocky secti ons . All the roads are aurfaood 
Wi th macadam or grave l which bas a wid t h of 4 to 5 meters and 
a thickness or 10 to ~0 em. ( 4 to 12 inches) . The gradient is 
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l igited to 1~ and the minimum radius is 12 to 15 meters on 
steep hills . -ridges are built of atone, concrete, steel 
and mostly t i mber , with a l oading capacity of 7t tons or more . 
Par ries are used over wide and deep r i vers and can carry 
vehicles across the river at tho r a te of more than 20 per hour 
one way . Recently , a progr am has been start ed to repl ace 
several of the ferries with pe~anent bridges . 

Following the improvement of these trunk roads, a Highway 
Tranaporo ation Administr aLion Bureau was orgWlized thiS year 
under the ld.nietry of Communications to provide paoocnger and 
freight t r affic ser vi ce on these roads. Tho Bur eau has i n 
operat i on a total o! 480 buses and trucks, insuff ici ent number 
limits its business. At the terminal stations, passengers 
wai t by hundreds to get ti ckets l n advance , and goods pile up 
in t..'le godowns . 



, 
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L!emorandum on: HIGHWAY ADUINISTRATION Ill CHINA 

Realizing the utmost i mportance or pr omoting and co­

ordinating the highway developments in different provinces , 

the Chinese Government, 1n 1932, adopted a program of road 

control in various provinces by means of financial grant and 

technical aid t o the Provincial Governments , A Highway Office_ 

was then established in t he National Economic Council, In 

December, 1933, in order t o handle the much expanded road ac­

tivities, the Highway Office was transformed into the 'Bureau 

ot Roads'. The function or the Bureau is thr ee- fold : f irst, 

to prepare standard engineering specifications and estimates; 

secondly, to approve the designs and verify the estimates sub­

mit ted by the provinces eo as to allocate the •road-aid' funds; 

and t hir dly, to supervise and help the construction or surveying 

work done by the provinces, 

In pursuance ot this polioy and program, China hoe been 

able to build new roads at a rate ot ten thousand kilometer s a 

year, and at present she possesses a total length of 120,000 

ki lometers mos t of which are built by the provinces with the 

financial aid of the central government , 

After the commencement of the present Sino- Japanese hosti­

lities , as a part of the plan tor the reorganization of the 

Executive Yuan, the Bureau of Roads under the National Economic 

Counci l was consolidated into the New Minis try of Communications 

and renamed t he Bureau of Highways , or l iterally, "The Directorate 
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General of Highways• . Working aide by aide with the Departments 

in charge of railways, shipping, coamercial aviation and other 

means or communications, the Bureau or Highways is now able, in 

superviaing the construction and traff ic or national highways, 

to co-ordinate its actiVities with those of other depnr tments. 

Unification or t r aff i c regulntiono, control of bus companies and 

trucking services and promotion or road transport in general become 

ita principal duties and runotions. Hence, the Bureau ia now or­

gnniud into four divisions ; the Administrative, the Engineer ing, 

the Traffic, and t he Mechanical Divisions. Besides, there are 

supervisory engineers stationed at the provisional capitals or im­

portant cities . A regular field engi neering starr with bridge 

labor ganss iw also maintained to help the local highway organi­

zations in bridge construction or repair works. Whenever a 

specially ces1gnnted road is to be buil t or improved by the Bureau, 

a Highway Construction Office is formed under its jurisdiction . At 

present, the dir ect line linking up Hanchung of Shensi Provi.nce 

with Chungking, the previsional capital, is one or the important 

roads or such category . 

Since highway transport ia a new development i n Chinn , moat 

or the provinces are net yet provided wi th strong organi~ation 

r or such purpose . As a rule, eaoh provi~ce has a highway bureau 

or its own, authorized to build the • central-aid' r oad as well aa 

provincial ronda and to operate bus eerv1oe thereon. It orten 

happens that lack or funds and teobn1o1ana in t he Prov1noea render 
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the roads i dle with no r egular traffic. Under such circumstances , 

t he Min~stry of Communications picks out a number of trunk roads 

of national importance and , by establishing i n different regions 

specially authorized bodies called "Highway Tr ansport A~nis­

trations• i t ins ti tutes traff ic oper at ion ser vices and road 

maint enance on these r oads . Three such Administrations are now 

i n existence: the North-Western Hi ghway Transport Administrat ion, 

t he Sou th- Western Highway Transport Administration, and the Yunnan­

Burma Road Transport Administ r ation . The l ast-named is only in its 

preparatory s t age. 

The North- Western Highway Transport Administration i s i n charge 

of t r an s port s ervice on the Sian-Lanchow- Sin- sin- chah (Si nkiang­

Kansu bor de r ) Road, the Sian- Hanchung Road and othe r roads in North­

West. The Sout h- Western Highway Transport Administ r a t i on oper ates 

four trunk roads forming a cross at Kweiyang, namely - Ohungking­

Kweiyang , Kweiyang-Liuchow, Kwe1yang-Kunming , and Changaha- Kwe1yang. 

The se two t r ansport Administrat i ons a r e each equipped with a few 

hundred automobiles , service s t at ions , repair shops and guest houses 

provide t he facilities . Trade vehicle or provincial car passes on 

•central- operated" roads a re under the control of the Admi nistrat ions, 

but the issuing of l icense is vested in the Bureau of Highways. 

In concl us i on, it is to be no ted that the Ministry of Communi­

cations has a firm control on the important trunk roads, by way 

of f i nancial and technical aid and by direct construction and 

operation of traff i c services. Di rectly under the Minist ry, the 
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Burea u or Highways assumes t he fUnction or planning , supervising 

and r esearch while the regional tranapor~ admlnistra~lve bodies 

actually operate traffic service& and exerolse direct contr ol or 

the r oads, Highway Admi nistration in China is tending to central1-

za~1on and un1r1ca t1cn. 
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Memorandum on Purchases of Equipment and Supplies 

In anticipation of early successful conclusion of a 
loan or credit arrangement which is to be applied in making 
purchases 1n this Country, request was cabled to tho Chinese 
Government for requisition list. Upon receipt of cable reply 
a brief memorandum was submitted on October 20th. Since then 
detailed lists and specifications have been received by mail. 
A list more 1n detail is submitted herewith. 

For the purpose of concentrating Chinese Government 
purchases in this Country and for proper distribution of 
Chinese commodities imported on account of the proposed loan 
an American Corporation was incorporated in the State of New 
York under the style of Universal Trading Corporation. 
Authority has been obtained from the Chinese Government to have 
the three members of the present ~iss1on act as Chinese Directors . 
Appointment of American Directors wil l complete tho organization 
and inaugurate its work. 

While awaiting the formal ities of approving the proposed 
loan it is thought advisable to go ahead with placing orders 
for some of the equipments and eupplies most urgently needed. 
Negotiations with manufacturers will take some time and by such 
procedure it is hoped that by the time the loan ls approved 
orders may be placed at once without losing any more time. 
Those purchases are to be negotiated in the name of the new 
Corporation and with the unofficial advice and assistance of 
the Treasury. 

WASHINGTON, D.C. 
November 21, 1938 



List of Equ1pments and Materials to be purchased in U. S. A. 

I . Aeroplanes, Spare Parts and Gasoline Oils : 

1 . 100 Rynn STC2 Menasco C4S, 
Same type for 50 with Warner Scarat Engi ne . 

2 . 60 North America NA41 VI asp S~Hl 

3 . 60 Twi n Engine Bombi ng Trainers . Choice between 
Beechcraft 1e and Lockheed 112 with 2 Wasp Junior 
SB remodeled from existi ng commercial types . 

4 . 150 Seversky P35a Twin Wasp SCG wi th additional engine 
conversion parts to make 50 convertable P35b . 

5. 100 Vougbt SB2Ul Twin Wasp Junior. 

6. 20 Sever sky Observation Twin Vlas p 5CG. 

7. 20 Bombers . Choice be tween Marti n 166 and Lockheed 
14 GB3 with Cyclone 0105 . 

e . 6 Beechcraft 17R Vlh1rlw1nd R975E3 . 

9 . 2 Heavy Transports. Either Lockheed 14 Cycl one Gl 05 
or second hand Douglas DC2 Cyclone F52. 

10 . One year requi remen t s for aer onautical raw materi a l s 
for repairs estimated a bout US$1,000,000. 

u. Gasoline 011 requirements :-

74 Octane 2,000,000 Am · Gals. 
eo n 1, 200,000 " • 
87 " 4, 000, 000 " n 

95 n 400, 000 " " 
100 " 400,000 " n 

Stanavo 100 120,000 " • 
" 1 20 280,000 " " 

Tot al estimat ed cos t of the above about US$35,400, 000. 



II . Guns, Rifles and Ammunit i ons: 

l. 200,000 Rifles 7 . 9 
with 1000 rounds of cartridges for e ach ritle . 

2 . 15,000 Light Machine Guns 
with 10,000 rounds of cartridges per 

:; , 5, 000 Heavy ~lachine Guns, 
with 20,000 rounds of cartridges per 

4. :360 Pieces Anti-Tank Guns 3.7, 
with 2, 000 rounds ammunit~on per gun. 

5. :360 Pieces 7 . 5 Mountain Guns, 
w1 th 5, 000 r ou nds ammunition per gun. 

6. 500 Pi eces 15 mm Anti - Aircraft Guns, 
w1 th 3, 000 rounds ammunit i on per gun. 

7 . Other Auxiliaries and Materials. 

gun. 

gun . 

Total estimated cos t for the above about US$85,500, 000. 



III . G~solines and Oils : 

1. Gasol ine : 

a. Avia t ion: Octane No . 8? 1, 000, 000 Am. Gals . 
30, 000, 000 II n b . Motor: Octane No . 70 

2. Diesel 011 : 

a . Li ght 
b . Heavy 

3 . Motor 011: 

a. 1st Grade 
b . 1st Grade 
c . b t Grade 

4 . Cup Grease 

30, 000 tons 
6, 000 " 

SAE 30 450, 000 Am.Oals . 
SAE 40 600, 000 " II 

SAE 50 750,000 " " 
180, 000 Am.Gah . 

5 . Red Engine 011 800 Tons 

6 . Marine 011 1 , 600 Tons 

7 . Axle 011 800 Tons 

a. Engine 011 1 , 600 Tons 

9 . Cylinder 011 800 Tons 

10 . Kerosene 400 Tons 

u . Br ake 011 90,000 Am. Gals . 

12 . Yellow 011 1,400, 000 l bs . 

To t al e s tima t ed co st f or the above about US$9 ,510, 000 . 



IV. Motor Trucks , Trackers, Repairing Equipment & Oils : 

1. :3' 000 :3- ton Trucks . 

2 . 1 , 000 6- ton Tract ors with Semi- t rai lers. 

:3. Spare Parts. 

4 . Spare Tiees and tubes. 

5. Repairing Equipment and Materials . 

6. 'Fuels end Oils: 

a. Gasoline Octane No . 60 15,000,000 Am. Gals. 

b. Diesel 011 10,000 t ons. 

c. Lubricating 011 SAE No . :30 600, 000 Am. Gal s . 

d . " n " No . 40 :300,000 " • 
e. • • " No.llO 40,000 • • 
r. • • " No . 160 160,000 • " 
g. Grease 200,000 lbs . 

7 . Hi gnway engineering mater ials. 

B. 200 Motor Chassis for Oi1 Tankers . 

Total estimated cost of the above about US$15,400,000. 



v. Trucks, l!otor C:tcles, 
1.:111 tary Uaes 

Spare Parts and l!aterlals tor 

1. 4880 Units 2!-ton lolotor Trucks . 

2 . 50 Units Heavy Duty Engi neering Trucks. 

:3. 100 Units Li ght Duty Engineering Trucks . 

4. 500 Dnits l£otor Cycle• . 

5 . 10 tTni ta :5F Heavy Repairing Truck• . 

6. 40 Units 3F Lig}lt Repairing Trucks. 

7 . 10 Onlta 2 . 5F Suppl7 Trucks. 

a. Spare Puts, Repairing ~terials, etc. 

9 . Telephone & Wiroles• Apparatus and J£ater1als. 

Total. estimated coat otthe above about US$7,780,000. 



I . Aeroplanes, Spares , Gasoline : 

II . Guns, R11'le s and Alllmlln1t1ons : 

I II . Gasolines and Oils: 

IV. Motor Trucks, Tr actors, Oils: 

V. Trucks , Motor Cycles, Spare Parts, 
Mat erials for U111tary Use: 

US$ :35 ,400,000 

85,500,000 

9 , 510, 000 

15, 400,000 

7,780, 000 

US$ 15:3, 590, 000 
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TELEGRAM 

Over pr1vote wire. 

The PI"e aldent, 
Wal't!l Springs . 

Tho ASSOCIATED PRESS roporto o 
11 By a nation-Yflde array or armed force Pre:mler Dala.d1cr 

to-day quickly broka tho 24-hour general atrlke which constituted 
organized labor ' s t1rst big chollonge to his government and its 
economic progrllth. 11 

Tho UNITED PRESS presents the following estim~te6 of oftect-
lveneaa of the strlk01 

Steel an4 henvy 1nduetr1es, 25 per cent. 
Textile induatrlea, 20 to 30 per cont . 
Minoa, 30 per cent (with totAl tie- ups in some regions) . 
Rail roads and other transport , one pe r cent . 
Oover~ent tunctlonarlea, four per cent . 
Docks nnd maritime shipping, 70 to 90 per cent. 
Chemical industry, ten per cent . 
Armament tactorlos, naval Ghipynrds and arsenals , 

S per cent . 
Th&re . .,.. no ser1oue disorder ln Paris but mobile guards clsahed 

with and dispersed mob3 at Lillo, Toulouse and other ~ndu3trial 
citie s . I t 1a reported thnt miners in the north were returning 
to work thla afternoon and that n:ore the,n be~.f of them were back 
before the day closed. Railroads operated normally but the ehipplng 
tie-up was fairly complete , notably at Maraelllaa and Boulogno. 

Dow Jones reports no reeling or tension in Paris . Stocks 
wore u._p and aon:e oapl tal returned. d.uring tho day on evidence 
of decisive government vic tory . Parla nawspepera were crippled 
but a few ieaued eight-page editions , th1a being about only 
surface indication or ~trike in capital. 

Secretary Morgentheu. 

4 pm 

J,~ 
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(S~ r) 
r ,, V~H[ SECR <TAAV 0' TH [ TR[AS U R Y 

WA aH IHOT ON 

December 3, 1938 

Uy dear Jolr, Presi dent: 

I !1n~ that we no longer give allot­

mente 1n f ull !or Go• ernment eubscr1pt1ons 

up to 115,000. It i a now $1 ,000. There-

! or e , I thought it would not be worth your 

"bile to have me carry out your suggeation. 

Yours s incerely , 

The President , 

Warm Spri ngs , Georgia. 
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THI IECIItiTA.AY Of TMC TRCA I U fll'f' 

WAO HtNOfOH 

TW 

oece•ber 3, 19)8. 

llDIO;wJDUII FC;t TdE P'U:SIOEST: 

I undtr&tand thA; a p~opo1al to 1~1e an ember~o on kOld 111ooru hfl1 been au&, oated aa betnc an etreotlve ... cure to protect the poeltlon or ~e dollar ·~alntt fUrther 4epr~el&t1on or aterll.O .. eurrenclta. SUch • etep, ln •Y opln\on , would 1n the nor.al oouree or event• have •" erreot on the exchange rates ex,.otly oppoatte to the one dealred, and ln addltlon would b~ve oonstqYencee whtob would tncr.aae th~ econoa1c 1netabll1ty ;hrougbout the world. 

An ••'argo on go1d lm~rta would lno~~·• the prooaure ogalnst torelgn curreno1e1. Ourln~ the paet eleven montha the deautnd tor 4oll.ar ezcb.Ange excerded the ~P-17 ar1t1ng tro• all 11'\tem.&Uonal traneact1on1 other tnan £014 llh1P­&ttnta b)' al.oat 11,500 a1ll1on. 1he ae-ana or t':lp ·~l;rlng t he doll~ exchange neceaaa ry to eat11ty th1e excete de~~nd hat been thtt 1aportat1on or fSOld.. (so tar thh Yt~' r about tl, 5QO a11l1on ot cold~~ been lm ~rted.) It the de~nd tor 4oll•r exch8n • eontlnuet ~ be ln exeet• or '-'·• auppl7 and 1r, turtb~r. 4oll&rl could not be acquired b7 t '" aale or gold to tho United StaUt, euob dollAr• aa are ava1l.a0le on the tort1gn eto~nge anrket would beooae .ore valuable . In ot."ter ~orda, nu••roue ourrencl~~;t wou.ld d.tJ)reclat.,. 1till further vll-a-rtl t.he d.oU . .ar. S1not t.her_, d.Ma not etC'• to -e any lue<Uate proapeot o r a aubatant1al ah l fL 1n the demand- aup$)1.7 reltU onel-..19 tor dollara an eabargo on the 1m~ort1 or tol4 at thla tlao would be a step in the 4 lrect1on ot ~gr•va t1ng ti-e ve ry condltion the propotal see"kt to alleviate. 

?ur\.her11ore , 't.hf! deoUratl on or an e.Oargo on gold lm~orta would - ~ qulte apart rroa l t1 pol1 t1oal reoorouaelont JOth doaeat lo and fore l~n -- oonst1 tu~e a very d1sturbtng taotor 1n 1nt~rnat1onal eoonoGlc rela~lont. The Trlpartltt Accord aliht be 'tr.alnat44 and t- • 1netab111ty 1n exchange rates wou 4 oe .uoh 1ntent1f1ed. Grave ~notrtalntle l wlth ~•pee~ to lnternauonal 110netory •na oouerolal ~~t>ttera •ould be introduced, the full conaequenoe • ot • h1ch cannot bt ent1~el7 toretetn. 
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By ~urta\Un t1.e ooallbU1 ty of ta?l071n -old. al ,. 
co~outory meohantt• tn t e •ettlewnt or tnurnauon.l 
ba.lencea, we would bt pro.at1ng t..·eawr re.Uanot on aub­
ltltu~ dtVlCtl. Tht cuehlonin~ efftCt 'tb•t SOld 80Ye8tnta 
exert on exoht;ftie ratea would be reduoe4 and. tt.lll .,re 
cou:ntrlee • o-..ald Hacrt t? elear1n& agree•n'-t and the- eore 
un'deal.J'able tor•• of txe~n. e control tor t•.t purpote ot 
narrow-log th11 tluotuatlona ln exc~.~o---e ratee. 

F1n&lly, an tabargo on ~14 would dttl a blow to ~~e 
preett'e of gold •~loh no' rettt al~tt wholly on lta use 
ae $0 lnternntlonel medlum or exoh&nge . At e nation 
poaaess lng mor. than half the worl4 1 a •one •ry gold stock, 
and ae the th1rd lOriett gold producer , •• h~v• a vltal 
lnt:ereat l n the tuture or gold. In any OAte , any etep 
whlch would help ~ undenalne confidence 1~ COl~ and endanger 
lte uee •• an ll\~rn.uonal ariluaa ot tlrOl':"'nre lhould be 
taken on11 w1 th t' .t grtateat Nluetance. 
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T H E SECRETARY OF THE TREASURY \ \._ 

WASH I NGTON ~ "' 

.. /'Xv ,~ 
/...)) ~ 

~ December 6, 1938 }t 

My dear Mr. President: 

I am inclosing herewith a clip­
ping from the financial page of today'e 
Herald Tribune. 

Please note that in discussing 
the Treasury financing they refer to 
your Secretary of the Treasury as being 
skillful and having aplomb. 

Don't you think, Mr. President, 
that, considering the source, it ie 
time you should worry? 

The President, 

The White House. 

Sincerely, 



,. ,..: SECRETARY OF" T HE TREASURY 

WASH I N GTON 

OFFICIA l. B USIN ESS 

The P:reA1dent, 

The Wh1 te House 

PENALTY ~OR PRIVATI US! TO AVOID 

PAYio4£NT 0~ POSTAOE. I 300 



l 



THE WHITE HOUSE 

WASHINGTO N 

),(ml<JWfDmt J'al 

'Mil SIORET ART OJ' !HE TREASURY 

Will you hold th11 

oontld&Ual aemorandua unUl 

" ue Had7 to take U up? 

J'. D. R. 

~emorAndum f r om t he Secr etar y of 
t he Treasury r e 11Discr imination 
by J apan againe t U. S . Commerce 11

• 



WI4S .. INGTON 

Dooombtr 21 , 1938 

Wy dear Mr. President : 

SoMe or the changes whloh are beln.g pro­
Poled 1n the Socl.J. Seou.rl~y Aot lnYolve •ery 

broad future burden8 upon t he Federal fren.eury 

and ahould, therefore, be glven the mo1t car eful 
exa.:llnatlon. Thete aattera are now under con· 
tidera.tlon by the Treaeury and I •hould like to 

bring them to your personal a~tent!on nt your 

convenience. 

I hope that ln the =eantlee you wlll not 

com~!t youraelt daf1n1tely to any apec1t'1o 
ohangea ln the pre1ent Social Security 171tt=· 

Falthtully yours, 

Tbe ?retlc!ent, 

The White House. 



THE SCC"[.TAAV 0~ THt TREA SURY 
W A. HIHOTOH 

Dee•bor 30, 1938. 

I atta<>b. a cop;r ot a lottor I b.aTo juot Yritten to 
tho Socrotazy ot liar, SiDCo I """""' W>llertalte to 
~too tb.a !'t-ach ord.ere, I .. .,..bl e to proceed 
turtb.ar l.a t hh _,t or oo loDt; u Secrotazy lroodrt.ac 
..Utai110 bio preoant attitll4e. 

I 



1 .. retllJ'Il1nt Mretd t l\ you r a...,rand1111 o r Dec• lin a9th 1Jl ..tli ch rou oa;r \bd you baYI ba\ruoh d \ he Chief of \ bo Ai r Corps of \ be Ollittod St ates Anq t o f'uft.lah t ho fo.cllitl .. loolda« t owardo t he ll'lJ'Chllll of corla1n oec:rot pl&Deo 1>7 \ be r.....,b Oon .-t . Tou -••t t b&t t he aeore t diYelopoenh l aTolYed i a t ho ail i t&r,y air production be J'IYealod oal7 oa ., ae........,co ot pol!'Chlleo or4ore \ bet are bona tide, !111&11clal.l7 lll4l o thel"'tho. 

1 c&aDD t , of c ouroo, uodor\ake t o cuaraatee t he rreacb ordoro lll4l I • therefore 110\1~11« t he Pr oaidoa\ t hllt 1 • UD&l>lo t o proceed 1Jl \ bh • ttor la Ylll or t he llaltaUoae :you h.,.• l a poeld. 

Slncorol7, 

llocret&J'T of War. 



"'\.(: C\.. ( cy. -ve. ...... 

~ I I • I • ''r !"( ~ t . . __._/ -
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Letter from Sec. of Treasur y 
To President 

Enclosing draf t of a bi ll "To auth orize the 
Secretary of the Treasury to make certain f oreign 
loans, and for o the r pur poses ". 

SEE--Sumner Welles fol der- Drawer l--1938 
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I . 

II . 

!II. 

IV. 

v. 

VI. 

VII . 

VIII. 

I X. 

SOL:£ PSFtTHI...JlT Dj..TA Oil l'G::!T.U ... TIO!::; Oil 

American assets in J apan . 

J8n8nese a ssets l n the United States . 

United States investments in China. 

JenPnese bonds listed in U. S. security m2rkets . 

J~nan ' s reserve stock of essential raw ~Aterial . 
(Re~1sed estimates being prepared. by G-2 . 'liar Dept . ) 

J apan ' s dependence on for ei£n sources of supply for 
essential r aw materials . 

Gernany, Italy and Br azil as suppliers of r ar. materia ls 
J apan needs t o i mpor t . 

Supply of essenti a l r ar. materials J apan must obt a i n that 
might be supplied by Germe.ny, I t aly a nd Brazil. 

J~pan ' s t otal exports and t he s hare of Japan 's exports 
taken by : 

~
l ) "Triparti t e Arrangement 11 countries 
2) Br itish Dominions and protectorates 
3) French col onies 

(4 ) Dutch colonies 
(5) Philippines and H~~aii 

X. Total exports f ron the above l i sted countri es to Japan, 
11nd t he shar e or t hei r r e spective export s t aken by J apan . 

XI. J~pan • e total imports and the ehs r e coming f rom t he 
above countries . 

XII. TotPl i mport s of t he above countries and the share of 
t hese i mports obtained f rom Japan . 

XIII . Tote l imports of various count1•1es and thei r respective 
imports from China i n 1936 . 

XIV. China ' s totPl exports in 1936 and Percent age tw<en by 
Various Count1•ies. 

XV . Tot~l exports and tr~de with China , 1936 , for Select ed 
Countries. 



, 
Te.bl~ !'o. T 

~·.,P. t:e COtt810 t lr!.nC i.!"" lly or li"\V~P. tt:.AI"\ tet 
of t ·•· fnl1ow\ nt: cnnm•n1PP : 

( ") 

Gf'nArn1 !oto~s 

::'ord 
!:' t•n.,<~r<i C 11 
':'1c1~\tttter 
".f'l t \r-nl"l c,...,.h '!;lp~~ ~t+'r 

Cn• 1:t" \.n ·torea 

:"n:-trol\n 1"'\'trc: .._,..,~,., - ef't1 ~·A.4 ~: tl-ntr 
,..,,..•-~"t vnlu~ . (PP'!'" vrl11~ - ... lr:C' llllon~) 

T"Psr rre PAtlr:v>t<>d to''~" 4 'Hii tBili.1on of 
.rrn"n<>oe dnJ> •r hnnn~ outste.ndln(!' . !)P<\IIrt1n(" 
,.,on<\s held by R!'l.tl•h l'nlt by othnrP ; rnd ~llo'"1np: 

for rP.purcl'~ A"' br Jr"""'"~ ~t'l ~·p rfi:"C'' t!-1" ,. ... tl11V'I tP 
nf ~1~0 million vt ~•r vplu~ . 

m~~ ~-1~ n\lltnn 0~ J~~ "~"" do1l~r bon•o 
011t'lt'lndtnw 18 <11v1d"d og ~olto~· : 

''•t1"nl'l C">"""""""t "1~1 '11\on 
"unt.(" t ,~1 "'" 
GnVPrn ,fllln• ~~r~ntP~d L6 
or1v~t" oornorRte 92 

(3) :·tsaloMr;r "r pl• llcn t :u-o..,lc 

(4) S'•n-t - t~r• foro\ -n 8f~"tD 

" £IJ ,nuon 

g - 10 'll1lllon 

~o l'lUl t on 
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':'able No . II 

As of ~ece~be~ 20 . 19}7 

I. Sho~t te~c tunde in the United Stntea 

(a ) Deposits in the United States 

(o) Silla held for account of Jao~nese 

( DRt a on the above 1te'lls at•e obtai ned 
tlu-oUt.h eonfide:lti~>l ~e"'rtn to the 
: eder~tl Reserve Eanits ot ::er Yor:t Pnd 
Ban Fr•nc1sco . Al'llo~ t all of t.1cae fun~ a 
are wl th Jnpnneae ~(l'enclcs i n Now York,) 

(e) Deposito ,-!th brolcera, <!e•le!'e, ~te. 

(Estim~tod from the total r~ports or bnnks , 
b•nkera Pnd dealers who re~rt holdi~~s 
under th~ croteeor·y o: th~ =--~r ~ at•.} 

"'ot~l 

II . Securities 

1 

36b 

(o) U. s. notes and bonds 

(b) Di~ect i~veet~ento 

(c) Corporate bonds and stoc~a 

Total 

III. Uerchandiac 0:1 decks, ships, etc . 

Or&nd total 

$ 25 to J50 

25 to 50 

5 to 25 

J 55 to 125 

15 to 30 

:lllt2 to 221 

The above eatiQates a.re arrived at wi th the e l d of : 

(a) List of subaorlotl ons to Trensury note and cond 
issues or 1936 Dnd 1CJ37 in t he cont'lden tilll t lles or the 
TreASury Depart~~nt : 

• 

• 

• 
• 

" 
• 

" 
• 
• 
• 

(b) Regist~red Oovernm~nt bond hold in&s ln the tiles or 

t he Treesury Departmen t ; 

(c) Inco~e tax returnr. by Ja~neee agenei~e and by non­

reaic:lent !\liens ; 



• 
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(d) Reoort o~ the Depart~~nt or Cor eroe, rho ~.vP ade 
8ftZPlP GtUdleS Of 80~8 ~OldinCG Of fore!~ 1nV~8tMents l n tne 
United ~ t~ tee; 

( ~ ) ~et1mnted forP i gn investmentA Of J apan in all 
countries . 

Unfortunetely, except for 1n!or:aaUon t!lat t ne Treasury 
obtr i na from t he r eperta or ban'<e, brokers end dflalt'>rs, t 11e 
eetim~tee or J annneee assets hPr e are little more then intel­
lis ent (,~eases: 'lie have used all soui'Oes e va llnole t hat do not 
involve going i nto th e field and makins 1nquirieo from numerous 
sources - a progr~m wblch would douotlA&s yield reorc inforQ&tion . 

To obtain oore accura te 1n#or ation, the qulc~est and most 
el'fective way ... ould be t o s en<l nt once an !nterna1 Revenue ogent 
to each of th e J apro neee a genoien and each o r the Jc.poneae flrme 

which are operating in t he United Sta tes . An exnminntlon or 
tht-ir boolta wi l l r "veal 1 nfor:111 t1on t h11 t does not appear on their 
i ncome tax r eturns end thnt is a val l acle to us 1 n no other way. 
~e believe that th~ bulk or Jnpnn~se holdings i n the Un i ted 
States woul( b~ rAvealed by such an ~uoinet1on . Ho•·ev•t>, such 
c. s t ep r:ould : 

(a) "like a very conaiaer nble l\ t 1r in J e!'eneee quartei'A 
and finrnciLl clrolea; 

( b ) Probably MuEe t he Js.,Pnese t o llqulcete thPlr cBah 
rese t s no quickly as poseitle . They could probably conve!•t 
most of t~te ir deposits and bills i nto etc!•linc in a few hours . 

(c) r~ve 1~ed~a~e political reper cussions . 

Our e stimates or direct investnento and security hold­
inGs o f J~ncnese 1n t he Un1 ted St5.:es o.re r-.uch lart;cr than 
thoee CAde by t he Departa1ent of Comeroe . However. i n eech 
1net~nce, on t he basis of infor~ation we have, we believe our 
est~te to ~re nea r ly r epresent the actual situation. It 
lllU£ t ';!e eophaBl=ed, ho•·ever, that ther~ 1e no •;oy of e;ett1nt> 
the fnots short or investigation in the field and contact 
with so,.e other ar;enclPS in ll'•shin~;;ton . 

In ad~1t1on to the above ho l di ngs, th e Japanese have very 
aubstcn~ial i nv,.otr.en t P in t he Phll1pp1ne Ish.nda and in the 
J:n,.a :i~>n Islands . "'e have been unable eo for to obt a in any 
data w't1ch will help us to eeti,Jate t he anounta ao invested. 
Doubtless th• r e exiat in '7~shinston some acencieo which woul<l 
be able to c1ve ue lliOre information on t his subjeat lf ,.e have 
percisaion to get in touch v:i th peopl e outs id e the Tre.!lsury. 



Th~ f'ar E:ae tern c!e:>Os1 ts ea rePOrted oy t lte t:ew 

York pgeno1ee or JApanese banks as o! Dece~ber 22 nre 

as !ollowe : 

Ban;< o! Chosen 
EllM or Taiwan 
: ltsubh•ll Bank 
L:ltsul £ank 
Sum! tomo Sank Ltd . 
Yokohana Specie Sk. 

i;i 1, 035,000 
2 ,0S2 ,000 

t\16,000 
326 .000 

5 ,019,000 
3b,444,ooo 

345 ,722,000 



/ 
Table III. 

Eati"" te of United Stetes !"'VPSt'1e'lta in China 

( l ) D tr~c t invest nPnt~ ( e?.,.irnPt~d t>t nrP- Sino­
Jnprtnf' "'"'-"""!" v.,.l1IPO ) : 

(.,) 

Abou~ 65 ot>rcent of thc inVPSt"lPnto a~,. 
ln ShrnO"h!!i 

't'PY.P" Co. 
Int . Tel . end ~Pl . 
l!r t . "c.oh ':te-~""in ter 
St•n<.lt>rd Cil 
:·nt . City Den'· 

Ab.,·•t '10 .,,.rC""'- in !lort'" ChinP 
Ul&s ti•Rn 5 perc,.nt ore in South 
ChinP . 

r~~.,P (H_rpct in·rpst: 1Pntr a,rP 1, thP follO,"'i!lb 
!.ndustr1Ps : 

·:anuract1t1'in& 
sclli"'f 
P"trolPur· 
.. lscellr>neous 

nnrtfollo ( oar •tnlue) 

"'10 :Jillion 
7 t•; 

o;l.J. -
>:ul!:ul'nt r•11W"Y lo~n of 1911 
nart1ally in dt>ioul t , enourc<l 
partially by salt revenues . 

( 3) Inves~r:-.ent of A;nerlc•.ns •·'10 l'rP domio11Pd 
in Chin~. 

( 11-) ·~1PGt ""'' cotton loen o~ 1933 

(5) !'i•sion~>.ry Pnd p~ilJ•nthroolc : 

~~l 
(c) 

PrntPst•"'t •ocietlPa 
Cnt1ollc soo1Pt1es 
Phll~.n throplc r.nd 

E'O•>cetio'lal i"'stt­
tutlons 

'-'27 
l 

14 

One- fi ~th o" t'•eee 1nvr t t"'ents are in 
Shenr;hr1 ; the res t t~re mostly i n SouthPrn 
Ohlnn. 

7 m\ll1on 

~ >5 million 

14. 7 
~ll<J - ll.o; 
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!:1 1n .. ~l' O'blt r>t,lon~ in df!!""Ult ( ·•. Vnl\1~ 
rlue <lC'<'rlopd 1nt"rP~t} 

~ a) Chlo~ ro Bnnl: l oe.n }" " 9 
'b) p,.c1r1c DPvPloP"'"" 

lMra "/ lC 
~c) ~r,n4 r•nPl l~·n 2/ ., 
<'} ct~•r ~bl! l'~!o~· or 

Cl!~~r• r~vP~~ rftt 
t;n A .,..,o,n nr-• 1" 

L<>M In 1<]1{, ot ~5 ao1111on Set"'""" ChinPrP G<>vp,..nrn~nt nnd 
(lnnt. l nf'nt•l l'n<l 00"'"""rtr1 Trurt """ Srvlnra o# C'lonro 
Lorn c~ 6 ""ropnt for> YPc r e . >Jo Yli'Ya:•nts or nr!n~lnl'l 
nn·· lntPrP.St 1'1"\"P f'V,.T' b,.en !;._"'de • 
Lofln or ·~ · 5 r!l11nn 1n 1919 by 01'C.~1c jpvP1op~nt Cern . 
t" C't1nf'tt,. (loVP?"rl ~»nt . · ·o ,..,~~ .,.ntr ot t~rlnclT'Inl cr 1n­
t•r"l"' !'AVP ~"+"'e., "~I' . 
Lc'l•n nf c'0 . 9 :a11110!'t l\t VIU"l.O,,@ t1r.tf!:t4 from !'rt)' l~l tt) 
Junp l?"' . O:nt•rel'' 1n dl'fl'ult . 



Tnbl e IV . 

LIST or JAP.\"lESJ: DOLLA~ BC:"OS 

1 . -:mplrE of Jen~n >O YNtr 6' percen t S1n}:1noo F'und C'-ol d Bonds of 
1924 dn• 19;>4. 

Ort•·lMl do l l"r losue <'15() , 000. 000 ontAtnncun~ on Cc.-tober l , 
1cr~6, ~1,.2, 7~5 , 900 . 

Cur~en• "rice - 77-1/1> 

2 . Jl'l..._ti,P«<(" c-~Vf!ll",mPnt E:ttt>rnEtl 5 1 
T'~!"C"Pnt O.old Bonrl~ of 1?10 fl!lfll 19~~ . 

Cr' •~•1 <l.oll'\r 1•Pne "71, 000, 000 outetttndinr Oc._ober 1 , 1936, 
'"9 . , .. -z, 7, 6no. 

). O!"if'!"'t ... l DrvelOT' .... nt Cn . Ltd . t:'ytP'"n""l 6 ni'T"CPrat r...olr) DAbP"'tU"'"P 
~onA• of 19~> duP l9S3. 

ortr-1'1•1 <lo l1e.r lssue ~19 , 900,000 ontctnndtn~ S·"~" '>o~ 9. l<n5, 
"1:'\ . 1%.000. 

Ll- tf'cl on :·,., · Ynr'< Sto o1r Er.(";hAnf'f'. 

Cur-e'lt l"r1oe - 59 

4. C'r1<-nt• l Orvelop,.,..nt Co . Ltd . Ex t,.rnal OPbMtare Oolrl 5' nPrc .. nt 
LoDn o-!" 19"S du~ l95S. 

Crl• 1n•l doll." r l esue .. 19 , 900 , 000 outst•.,,l \ n; Oc to")f'r 19-,6, 
" 14, ?67 .. 000. 

Llr.tf'd on llP'' Yo rk Stock Exc~~£1.n'·e . 

current nrlM - 5" 

~ . .,..(1\VT"'n £1Pctrlc Pnl"'Pr e n . Ltd. . FortY- 1'P!t!' S~ nk1~(; Fund 5, nf"rOPnt 
f'-olt1 DO'lc1s or 10'11 ,,,1r 1971. 

Or 1 -.t, ... l ~ol 1 1\r ~ 9BHf' ~.22 . ~00, 000 ontst~nd t'lg H.ny 19.,7, .,21 , 96S, 000 . 

L1st~d on ~lei" YorT· Stock ;;;xohnnr-e . 

Current pr ic" - 55- l/4 



• 
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6. City or Tokyo 5~ pet·oent Loan o f 1'127 due 19bl . 
Ori~nal dollar 1aaue S20,b4o,ooo ou•etandin Sept~oer 1936, :Slb.914,000. 

Current prioe - ~-1/~ 

7. City of Yokohama E~ternnl b n~rcent Gold Loan o~ 1926 due 19b1 . 
Or1&1nrl dollar ienue ~19. 740 ,000 outetanoinb Septecber 1936, $16, 573 ,000 . 

Current price - b0- 3/4 

S. City of To~yo 5 pProent : oan of 1912 due 19,2. 
Issued f5 , 175, 000 nnd 100, 860 ,000 franco outstan~in& September 1936 fJ,l29, 820 and 63, 958 ,500 frnncs . 
Ste1•11n~;; bonds lUted on Ne~ York Exchl:ln~;e . 

Current price - 50- l/S 

9. Tokyo Zleotrio Libht 6 •e 19'3 loan of 1928. 
Oricinal dol lar issue ~70 , 000.000 outst~dtng ~Y 1937 .>55. 327,000. 

LUted on :lew York Stock Exchange . 
Current price - 60. 

10. Shinyetsu :.neotrlc Po1ver Co . Ltd . Lorn of 1928 due 1972 6~ percent. 
Original dollar ieaue t7 , 6~, ooo outstandlnb May 1937 J5,SJO , OOO 
Li s ted on Ne• York Stock Exchanb~ · 

Current price - 67 

11 . N1pnon Electric Power Co. Ltd. Loan or 192S due 19'3 b, percent . 
OriEl nal do l lar 1eeue $9 , 000, 000 outetand1nb ~ay 1937 Jb, 687.000 . 
Listed on Curb ExohonGe. 

Current price - 63 



• 
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12. YJlgawa ~1ectrlc Po•~r Co . Lt~ . Loan ot 1925 due 1945 7 percent 

Oriblnal dol lar issue ,14 ,000 , 000 outetnndlng .~y 1937 
6,15:> . 500 

Listed on :lew York Stock :i:xohange . 

Current price - 7J 

l) . To~yo Zlectrlc Po•Pr Co . Ltd . Loan ot 1925 due 195!:> 7 percent . 

Original dollar lesu~ ~1,.000,000 outetandl"b 'ny 1937 
33.0r.7, 500. 

L!s:ed on !:eo:- Yor'i Stoclt Exchanbe. 

Current price - 68 

14. GrPPt Consol1dcted ~~ectrlc Po~er Co . Ltd. external t1rat and 
sener lll mortga~,;e si!'.lt1n., t'und sold 6 •. percent loan ot 1925 due 19?0 

Original dollar issue ~1) , 500 , 000 outstanni n6 ~6 , 905,000 
"•Y 1'l37. 

L1Bted on New York Stoolt E:xohnnt:e 

Curr ent price - 67 

1!;> . Great Corteolldat •d E:lectJ•ic Powel' Co . Ltd. external f1rct 
Mort£a~e air~1n& fund &old 7 prroent lonn of 1924 due 1944. 

Orir·!nal do1ler 1£sue ~15,000,000 outatendin.; )b.~7 .000 
l'ry 1'l37 . 

Lleted on ::er York Stock i:xchan~;e 

Current price - 73 



• 

Table V 

Colonel Strong (War llepartcent, <.i-?.) states that 

prelio:lna.ry firuren on current stocks now beint, pre­

pared will be really about January 15th. 



, 
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Table VI . 

JAJ>~l ' !! DEP.;IIDJ:::,I.)li: 01< FO.i...l"•' :lOUrtCEt! OF' BUPJ-L): 
~Oh llP<.CIFI.:.D :;s:,.:;. TIAL JIA',V :;.T::_JLs 

1 . Petroleur.~ 

2. Rubber 

.} . 

~ . 

5. 

6. 

7. 

&. 

Pig iron 

Conner 

Tin 

Alul!linuc 

Zinc 

9 . !Hekel 

10. Antimony 

11. ~'olybdenu., 

12. Tungsten 

1.}. ~ick silver 

:::etirrated Pel·c,.nta, e of 
Peace- Time Coneu~ption 
1<1.}5- 3b "::.l.Ch .-111 l'"'POrted 
Fro!" Countri~e otl.er than 
~:rutchurlP 

90 

loo; 

25 

40 

90, 

70,; 

60, 

bO 

100 y 

95 ~ 

90~ 

100 

14. Cheolor.l tertllaere 

.:ajor Supplhra and 
Perc•nt~ ~ ot !=ports 
SuoPlied 

United StPtee 
Hetherls.ntl Inllin 
3rlt1sh Borneo 

:ltre1t tjettlenents 33' 
:<ot.'1erl~nc Inda 33·-

Sri tieh IncHa 

CenPda 
Brl tie~, India 
United StPt eo 

Stro.lt Bettler.oente 
Chintt 
Eons Kong 

Csnadn 
S.-1 t~erlP ncl 

CaMda 
Australia 
United Stctee 

Ccnnlln ![ 
Sri tieh India 

Chinn 1/ 
:;exico"1J 

United St~tea !/ 
China !/ 
Spllln 1/ 
Italy :V 
Germnny 
United States 

5g~ 
2~ 
15: .. 

73}. 
17,. 

331. 
33.~ 
20· 

70. 
25.' 



• 

- 2 -

15. Dye etur~o 60 

1::>. Luober 11nd POod nulp !lo. 

17 . Iron ore so . 

13. SerF. " lron 

19. Steel 

20 . Cotton 

21. Wool 

24. ·~olybdenun 

25. Asbestos 

26. Phosp~te rook 

55 
10 

95. if 

90 

90 

95 

Ger!'.nny ¥a 
United S a'ea !I 
CaM<!& Vt~ :"a unite<! !I Sreden ~ ::or'l!.ttY 

Brit 18h l"11ls.yl' !.1 
China 
A us trEllis. 
l'hll1ppinee 

United Stctee so . 
Lnited sc~tea !.1 
UnHecl Stttee 44: 
British Inc11o. 3~. E(;..vpt ,. 
Auetrallo. 73, 
New Zeo.1enc" 9-

u.s.s . . ~. !I 
Erar.1l 
British IM1a 
Africa 

Unite<! St•tPB !.1 
Caru>do. !I 
EQ'!>t 30 
United i3tatee 25 
Straits Sett1ec<?nto 15 

!J Chi~! supplying countries ; have not yet been able to obtain into~a­
t1on ~ith res~ect to the proportion or her imports Jep~n ooteins 
from ind1onted countries . 

g; A plant able to oroduoe 300 to 4oo t one of nickel nnnu~lly ~oe 
reported ready to begi n operat i ons in Jspnn in Apri l 1937. 

if Nort h China .ond Br nr.ll e.re now 1moortnnt eouroee of oupuly. 
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Table VIII (a) 

3ra:1l - !:xport or icport ourplu. ot raw aaterla.la 1n 1936 

(In t hou.an4a ot clollara eanverud tro::a :aU reb at $.05f]68) 

Col:iiiiOdlty ~rt ourplua ;:,port ourplua 

Rubber nnd mnnufl\cturoo 
Copper and alloye 
Che~iealo and pharaacout1ca 

Dye atu!fa 
Timber 
l'ood pulp 

Iron and otecl 
St•el canufacturea 
Cotton, raw 

17ool 

2, 250 
9, 799 

2.375 

3.!106 

6, 515 
23,0~ 

3.998 

52,6]0 

580 



Table VII! ( b) 

Gor.nany - Export or ii:Jpor t ourp1uo of r a11 Mter!.nlo in 1936 

(In tboUllondB of dollars conver ted !rom r oichs·Jilrko at $.4o297) 

Co"""odi t y Import ourp1ue Expor t IU.r'pl\Ul 

) 
. . - - - --- ·- ----------.!.---

Petrol= 6, 269 
Rubber 26, 378 
Pie; i ron 2. 0311 

Copper ore 3 , 6411 
Leo.d ore 5,904 
Tin or e 562 

.Aluminum o r e s,os4 
Zinc ore l , SJS 
ttiekel or e 2,969 

Antimony ora 90 
!!olybdcnu;n ore 6 .731 
Tungsten 4 , 717 

Quick sil ver (salta) 238 
Cho3ieal fer t i l izer • ~. 774 
Dye otuffo , 222 

L<l::lber ond wood pulp )4 .510 
Iron ore 67 , l87 
Scro:p i ron J , 2S 

St ocl 145,181 
Cotton 90,311 
ll'ool 71 , 378 



' 

• 

TablA VIII (c) 

Italy - X>port or impor t ourplua or raw a~aterllllo 1n 19; 6 

{In t i>Duoondo •! dollars ccnvorted t'roa U rea at $ .072916) 

. Icrport ,.,uplut !Xl)ort aurrluo 
·------------ ______ _.___ ----

Petrolo= 
P.ublor 
CopJ)or 

Leed ore 
'I' 1n and llllo:-a 
J.lu:olnu: 

Zinc ore 
l!lol-:ol 
~ek&llver 

Cho~1eal fertilizers 
Di/11 otu.ff • 
rood Md wood pulp 

Iroo ore lJ14 !'))Tltea 
Ser ttp Iron Md o teel 
Sttol 

Cotton 
Wool 

1 , 663 
5 , 637 

1~ ,839 

1 , 515 
3.525 

2,728 

885 
1 , 903 

}5,rl9 

5.9S5 
3,4l+o 

}2, 702 
10, E27 

23 

806 

2, 671 

4611 



Table IX 

JAPAN ' 8 TOTAL EXPORTS I N 1936, AND PERCENTAGE 
TAKEN BY VARIOUS tOUNTRIES 

Japan ' s Total Exports in 1936- 2,693 million yen ($ 

(~1lliona of yen) 
Percent or total 
JanAneee e~porta 

1. Japan's e~orts t o Tripar tite arrangement oountries: 

United States 5~'> 22-0 
United Kingdom 1 7 t~ France '-3 
Sw1 tzerl!l.nd .838 .OJ 
Netherland s t~ .6 
BelgiWD ~ 

Total 816 30. 33 

2. Japan's exports to oritiah Dom1n1onsand protectorates: 

India 
Australia 
Hong Kone 
New Zealand 
Brl.tish l!alaya 
011nadn 
Egypt 
Union or s . Africa 
Other a 

Total 

3 · Japan ' s e~orta to French colonies: 

rrenob l.!orooco 
Ot her French colonies 

21 
1'> 

Total French colonies 35 

!>. Japan ' s e~orts to Dutch colonies : 

Neth. East Indies 
Ot her Dutch colonies 

Total Dutch colonies 135 

5· Japan's e~orta t o 

Ph1llpplne Islands 
Haw ail 

6. Japan's e~porta t o : 

Germany 
Italy 
Bratll 

52 
9 

3~ 
9 

1>.8 
~ 

5.0 

1.9 
.) 

1.3 
. l 
·3 



'l'nblo llo . X 

Total exporta of various countries 
nnd their r oanectlve exports to J~pnn in 1936 

(I.!H liona of nnti ve currone)") :(W1111ono of United: 

Countrr 
Stntoo dallara) 

Percent 
Total Exportc Tctnl : Exports : 

of totnl Ourrencr export a tc export.~: Ja an -·---
United States Dollnr 2 ,453 204 2 ,45} 204 8 .3 
United Kingdom Pound at. ~l . l sa· 7 2 ,4~1 18 · 1 rranca Prano 15, 54 9 5 5 ·5 

Swi toerlnnd Franc 882 12 266 4 1.5 
Netherla.ndo Fl orin 74~ l 480 l . 2 
llo1;;1 = franc 19,72 146 667 5 · 1 

India Rupee 1,805 272 677 102 15. 1 
Australia I. pound 129.3 10 .1 512 4o 7.8 
llong Kong Dollar 351 18 111 6 5. 4 
New Zealand N. Z. pound 56.8 1. 6 227 6 2.6 

llri tiab !Aal,.ya Dollar 629 48 }66 211 1·7 
Canada Dollar 1 ,015 20 1,014 20 2.0 
Union of South 

Mrica S . .1.. pound 112.9 2.4 555 12 2.2 
Egypt E. pound 33 .0 2. 5 16S 13 1·1 

Phil ippine Ialonda Peao 273 17 137 9 6.6 
l!etberl ande East 

Indieo Guilder 552 30 3~~ 19 s:a Freneh Uorocco Franc 807 > . 2 

081'D8J>Y Reiehomar:C 4 ,76s 75 1,921 }0 1.6 
lt!!l;" Lire G.454 15 398 1 .J 
Br!l%11 I.IH reio ,895 210 2118 12 4.2 

~renwry Dep.ar tmen. t . Divioion of Research and Statiatice. December 21, 1937 · 



Tatle XI. 

JAPAN ' S TO'i'AL It:POR'£8 IN 1936
1 

AJID P:..rt\J£o,TA.-E 
TAKE~l l:ll: VArtlOU!l COul<'frtLS 

To tpl I mports i n 1 936, - 2.764 mill ion yen 

Import s from : Percent 

linlte~ St•tes 847 30.o 
United !C1nf,-do!!' 73 2 . b 
France 20 . 7 
81"1 t • erl~nd 14 - 5 
Netherl~ nds ' . 2 

British Ooninlons : 
India 375 13. 6 
Auatrlll.ia 182 b. b 
Hong Kong 3 .1 
r;e.,. Zealand 22 .8 
Br1 tUn l!al aya 80 2.9 
Canada 73 2 . b 

Egypt 4b 1.7 
Union ot South Africa 23 . I! 
Others 51 1 . 8 

Frencil Colonies : . 04 Frencil '~orocco 1 
Others 25 .9 

Phll1pn1ne Islands 3b 1 . 3 

Hl''"llll - 3 . 01 

Du tel! Colonies : 
lletherlnnd EABt Indies 114 4 . 1 

Other Dutch Col onies . 8 .o; 
Gew.any 11~ 4 . 2 

Italy .1 
1'rRz11 47 1 . 7 



Table XII 

TO:'AL D.:PO?.:S Ol' VARIOUS COU!:TRI£5 AllD TH:E:IR RESPECTIVE !:.:PORTS FROU JAPAN Ill 1936 

: (Lllll ons or natlve ourrency) : (Uill l ons ot On1ted:Per-: States dollars! : Country 
Tot al Imports Imports ,cent : Currency Total : or l raports troll lraport o from . Total Japnn Japan : 

United States Dollar 2, 419 172 2 , 419 14~ 7.1 United Kingdom Pound S4i:L 9 ~ · !l 4, 220 1 . 2 France Franc 25,39S 19 1 , 553 12 . !! 
Sl'ritzerland Franc 1 , 266 g ~!!2 2 · 5 Ne t herlands Flori n 1 ,017 7 56 ~ .s Bele;iW!l Franc 21 ,098 111 714 .6 

India Rupee 1 , 261 21~ 47} Sl 17.1 Aus t ralia Pound 87. 2 .s 4a3 24 5 · ~ Hong Kong Dollar 4-2 5S 18 12. llew Zealand !l .Z. pound ~. 1 1.3 h~ 5 2.8 
Briti sh ualaya Dollar ~os 3a 296 1~ 6. 4 Canada Dollar 35 634 ' . 6 Union ot south 

Afrlcn S.A. pound 86 . 3 3 .1 424 15 ~·5 Egypt E. pound 31.5 2. 2 161 11 . 8 

Ph111pplne 
I slnnds Peso 202 27 101 14 13· 9 Netherlands 
Bast Indies Guilder 282 75 1112 4S 26. 4 French Cor occo l'rano 1,207 125 74 s 10.8 

Gerillany Reichsnark 4,218 24 1,400 10 . 6 Italy Lire ~·9g4 15 37 1 . 2 
(1 Brazil l!llrels , 2 9 50 251 3 1. 2 .. 

• 



Tablo XIll 

Totnl i11p0rta o! nrioua countr iea 
end their reapoct1ve h•porta fro"' Chinn in 1936 

(W1111ona o! native currancy) :(K1111ona of united: 
Stctea dol l ax:al 

CoW> try III)>Orta Iaporta Porcont 
'l'otal Total ot tot nl Currency 111p0rta from iaporta !ro• 

Cb 1nn Chino 

UU1tod Statoa Dollar 2,419 7'1 2 ,h19 7'1 } .1 
tJnJ ted l i!lgdo& Pound 81:8 .9 7. 6 h,220 }S ·9 
France Franc 25. 398 2:!11 1,553 14 ,g 

Slr1 t.or1end !"rMC 1,266 7 382 2 ·5 
!!othor18ll41 !l'lor1n 1,017 s 656 5 .s 
Bo1t1UII Franc 21 ,()98 6s 714 2 · 3 

India. Rupoo 1 , 261 16 47} 6 1 . 3 
J.uotralio Po\Uld 87 . 2 ·1 4~} J ·1 
!Ions Kons Doll or ~.1 152 1 3 }}.6 
lftw Ztal!Uid !f. z . poWld .15 176 1 . 6 

Brithh l!aloy& Dollar m 296 
Can11dl Doll or 4 6}4 4 .6 
UU1on of South 

.t.!r ic& s • .1.. pound s6.3 .2 424 1 . 2 
!Qpt 3. pound 31.5 .18 161 1 . 6 

Pb111pp1no Ia1cndo Peso 202 5 101 3 3.0 
lothorl&ndl !&It 

Indioe GUilder 282 6 182 II 2.2 
J'ronch )!Oroeco Franc 1,207 611 7'1 II 5·11 

O<trlliiDY Roicbacark 11 , 218 114 l, 700 46 2.7 
It&l7 Lire ~.9911 24 437 2 ·5 
l!ru ll lo'ilr oh ,269 4 251 0. 2 .1 

~reaaury De9art~ent . D1Yieioo of Ruoarcb and Statiotica. Dtceab•r 20 , 1937· 



Table XIV 

CHINA'S TOTAL EXPORTS IN 1936, AND PERCENTAGE 
TAKEN B'i VARIOUS COUNTRIES 

(Millions of Yuan} 

Total export s 

Exports to: 
United States 
United King'liom 
Franoe 
Switzerl and 
Netherlands 
Belgi um 

Total 

British domi nions and protectorates: 
India 
Australia 
Hong Kong 
New Zealand 
British Malaya 
Canada 
Egypt 
Union ot South Africa 
Others 

French colonies: 
French !Jorocco 
Indo China 
Others 

Dutch colonies: 
Netherland E. Indies 
Other s 

Philippi ne I s lands 
Havtaii 

Grand Tot al 

Total 

Total 

Total 

Value 

312. 6 

82 .~ 
28 . 7 
13.4 

.1 
7-3 
2.6 

13~·7 

8.} 
2.7 

47.1 
·2 

6 .9 
2·2 l.o 

.6 
j. l 

]2.6 

~.0 
. ~ 

1.1 

11.1 

2 .1 
.1 

2 ·2 

2 ·7 
·~ 

223·7 

Percent or total 
Chinese exports 

100 . 0 

26 . ~ 
~ - 2 

·3 
. 03 

2.} 
·2 

43 .1 

2. 7 
·9 

15 -1 
.1 

2-2 
.] 
·5 
-2 

1.0 

23·3 

1.6 
1.4 

·J 
3· 6 

·7 
.Oj 

.] 

·9 
.1 

71.6 



Table llo . XV 

Total export• of various countries 
and their reepective exports t o China in 1936 

I (Uillions of native currency) : (l.!l.lllono of United : 

Country 
Statee dollars> Percent 

'l'o tal Exports Total E:morte of total Currency to to exports 
China 11; exports 

China 

United States Dollar 2,453 47 2,453 47 1.9 
United Kine;doc Pound st . ~1. 1 5·3 2,~ 29 1.2 
France Frane 15. 54 95 6 .6 
Sw1. her land Franc 882 8 266 2 .8 
lletherll'llda Florin 19 . t~ 2 480 1 .2 
:Belgi= Frl'llc 265 667 9 1.3 

India Rupeo 1,805 15 677 6 : ~ Australia A. pound 129·3 .6 512 2 
Hong Kong Dollar 351 150 lll 48 43.2 
!lew ZealiUld N. Z. pound 56.8 .03 227 .l .04 

Ilriti sh lole.l.a;oa Dollar 629 5Y 366 3Y .8 g) 
C&nade Dollar 1,015 5 1,014 5 ·5 
Onion of South 

Africa S . A. pound 112.9 .02 555 . l . 02 
Ee;ypt E. pound 33.0 .4 168 2 1.2 

Philippine Islands Peso 273 
Netherlands East 

2 137 1 · 1 
lndi aa Guilder 552 9 3?~ 6 1.7 

French Morocco Frana 807 

Gel'tllaey Relchs:!l3l'k 4,768 133 1,921 54 2.S 
Italy l.lre ~ , 454 32 398 2 ·5 
Bra•il llilrele ,895 10 288 l ·3 

reasury Departnent , Division ot P.eaearch and Statistic&. Deco~bor 21 , 1937. 

!I In ooat caoea ucludiJl6 lie.nohuria. 
y llo figuraa ave.ilablo: eotimated on tho baeio of total principal oormodi tlee 

exported to Chinn. 
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