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TREASURY DEPARTMENT 

IHTKit.OI"''lCK COMMUNICATION 

o .. ,.. Deoeaber 1.8, 19ilo 

TO 

SubJect: 

Seor~tary genthau 

Xr. Baa ~ 

Butt under loan or owned by Department or 
Agriculture. 

In response to your request of yesterday, I have learned 
that t he Commodity Oredit Corporation hae acquired under ita 
1940 prioe stabilization program 66,000 pounds of butter, 
valued at approximately $19,000, and the Surplus Marketing 
Adain1atration hae 25,000 pounds (ohiefly 1939 butter) for 
relief distribution, valued at about t 8,500. This repreaenta 
the total present intereat or the Departaent in the butter 
~~arket. 

• 

• 
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THE SECitETAIIY 0, STATE 

WASHIIIGTOII 

O.ar Be1U7: 

Thank ;rou ver;r 11111.oh tor ;rour note ot 

O.oe.ber seventeenth &D4 it.a enolo.ure re-

garcUng Britiah plans tor the tuture • which 

I ant1o1pete examining with keen 1ntareat. 

I aba11 not forget their oont1~nt1al na-

ture. 

Bear;r llorgenthau. Jr •• 

Seoretai"J ot the 'l'reaaur;r. 

2 
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H.M.Jr: 

Jaaee 
rorreetal: 

H.lt.Jr: 

r : 

H.M.Jr: 

1': 

H.M.Jr: 

r: 

H.M.Jr: 

r : 

H.M.Jr : 

r: 

H.M.Jr: 

r: 

H.M.Jr: 

r: 

H.M. Jr: 

Hello. 

Henr)'? 

Good aorn1ng. 

Deoeaber 14, 1~0 
9:17 • . •• 

Good aorn1ng. I '!'&I l()ing to bring tb1e 
aeeeage oTer eoaetiae thie aorn1ng. I ~.nk 
)'OU want to eee it. It'• falrl7 ooapleta 
and it'• a report on ••••• 

Wh)' don ' t 7ou do tb1e to ea•• 7oureelt. 
Huen' t 70u got a Nanl Aide' 

Well, 7e&h, but be'• on a a1eeion toda)'. 

Ob. 

I oan get the Secretary'• Aide to do it, 
Mort De)'o. 

I aean, 1t would ea•• 70u trouble unleee )'OU 
want to eee ae about eoaeth1nc. 

Jlo. Well, I'll Juet do that beoauee I didn't 
want to let~· •.•••. 

Would that 'be all r~U 

Yeah, I'll bring it o•er - eo long ae be banda 
it to )'OU. 

Yea, if be could - I'• alW&T• glad to eee 
7011 but I want to ea•e JOU that trouble. 

R1pt. 0. I., BenJ'7. 

If he'll ooae oTer about quarter of 11 :00 -
be II&J bf,Te to walt a l1ttla bit, aDd I don't 
like to keep JOU waiting. 

0. I., BeDJ'7. 

Bow' • tha tt 

• • 

3 

• 
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r : 
R. M.Jr: 

F: 

H.M.Jr: 

F: 

R.M.Jr: 

r : 

R.M.Jr : 

r : 

R. M.Jr : 

r : 

K.M.Jr : 

- 2 -

Tbat' a fine. 

Bow are JOU after 7eaterda7 ' e aeetlng' 

Well , I think that - I don 't .know whether 
we' ll get lt b7 toda7 or not, but I think 
that 1 t hae progreeeed and I thlnk that ' e a -
t here ' • onlJ one thlng that - I'd lllr.e to 
ha•e lt on a baeis where we could ha•e reference 
t o J OU on theee t hins• - we'd not flatter J OU 
at all about it but becauae I thlnk that 
procedure - theee are aen wbo don 't know 
aoae of the temperaaental qual1t1ee down here, 
JOU •••, a nd I thlnk tba t t he7 need guidance. 

Well, the7 can baYe whate•er ie left of ae. 

Yeah, 

I'• aYailable. I mean, I'a aYallable wbene•er, 
JOU know, there l e eoaethlng like 7eeterda7, 
or an7 other tlae. 

Well , I thlnlr. J OU 1ll be - there'll be need f or 
aore a nd aore of that ae the preeeure gete on. 
beoau .. thle len 1 t going to be fun f roa here 
ln. 

Well, 1t'e been that _, e1noe 1928. (Lauebe) . 

(Laugh•). I know 1t. I lr.now it. 

All right. 

All r ight, Heney. 

Oood-b7e. 
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GROUP l.!EETING 

Present: 

H.ll.Jr: 

Sch-.rz: 

!i. ll. Jr: 

Gaaton: 

Schara: 

H.U.Jr: 

J.!r . Bell 
llr • Sulli T8ll 
l!r. Pehle 
l:r. Th<Eipson 
Ur. Cb.enberlain 
Ur. Wiley 
~. Haas 
~. Foley 
Ur . White 
Yr. Schwarz 
Yr. Young 
l!r. Cochran 
Ur. Graves 
Urs . Klotz 

December 18, 1940 
9:30 a.a. 

5 

That worked out all right with the press. Where 
is Schwarz? 

Yes . 

The 'i'iaes, I hann' t had time to read t hee all. 
'!'he lin York Tilles, I thought, handled it all 
right. 

I think all of them aubatituted the correct quote. 

'!'he boanacript, that ia right. 

But that was a dirty piece of bueineaa, that aub­
c~ ttee up on the hill. 

George, if you would cc.e here a ainu te. I won't 
tu.a with ilia now, but in the next two weeks, it 

• 
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Hae.s : 

H.Y.Jr: 

liaaa : 

H.J.I .Jr: 

Foley: 

Gaston: 
\ 
' 

- 2 -

you could fill in - I think back of this line, 
give me one figure (indicating chart) from 
January through July 6 . If you give it all, it 
would be too much, but if I could have a total 
from January 2 throuch July 6 . A total, one 
figure, and then totals here . 

Until the beginning of the year? 

Yes. Do you need this? 

No . 

\'lho is working on ships for me, the whole ship­
ping question? 

Herbert and I . 

I had a date to go over, but I didn't go on 
account of other matters yesterday, and there ls 
another meeting this morning. 

6 

H.U. Jr: Good morning, Professor. 

Chamberlain: Good morning, Mr. Secretary. 

H.Y. Jr: I won't be able to read thia today, and I haven' t. 
This i8 a confidential thing. I got it and the 
President and three Cabinet 101embers. 

H.U.Jr: 

(Memorandum frcm Lord Lothian to the Secretary 
dated December 8, 1940, giving data on shipping 
loasea and replaoementa, Noveber 1940).::J~t.v(tl.,... 

This is the whole shipping question, the lose of 
their shippinlt and enrything else. It ia oOrl­
fidential on the be.oltground. The President, Hull, 
Knox, Stimson, and Knudsen got copies of that 
this morning. I em giving you aa good aerv!oe. 

Ed, this CongreaiiiWI (Ludlow) h onlT lntere~ted 
in, could we, under our pre~ent laws, ulte a loan 
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Foley: 

II . J.:.Jr: 

Foley: 

H.!!. Jr : 

Fol ey: 

H .~.Jr: 

- 3 -

to Canada. Coul dn't you, on the telephone, 
call hie un and say we are int erested, is 
there acythln& in the law which v:oul d keep our 
Government or a private cititen frac making a 
loan? \,'h.ich woul d it be? 

:•,en, in so far as the Johnson Act is concerned, 
the Johnson Act onl7 applie~ t o private citizens, 
e.nd t he Attorney General ansl7ered, !ll!long other 
questions back in 1934, the question that a 
political subdivision or a dominion of a country 
that was in default on its indebtedness to the 
United States would not be under the ban of the 
e.ct and an individual in the United States 
c~uid make a loan to a political subdivision or 
a <bc.inion of such an e:npire, so that if fugle.nd 
wer e actually in default under the Johnson Act, 
there nould be no prohibition in so far e.s a 
loan to London is concerned--

But if England was under the law. 

That was one of t he questions discussed, e.nd 
at that time he hel d she wasn't because there 
were negotiations looking to an adjustment of 
the \,ar debts . Non I don ' t think there is any 
question about the fact she ia in default wi thin 
the meaning of the act . 

How. about the Neutrality Act? 

The lleutrnli ty act doesn ' t o.pply to the Unit ed 
St ates, probabl y by a construction that was 
~laced on it by a di scussion on the floor . I t 
aoes applf to corporations, the Import-Export 
Bank, and t he RFC, but not to the 'treasury. 

\'that I would do is, I would call lilil on the tele­
phone. He is a lawyer. He is o. menber of a law 
firm. Then there i s nothing in writing. Don ' t 
you think that is e. better way to do it? 

• 
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Foley: 

H.l.! .Jr: 

Foley: 

H.l.:.Jr: 

Gaston: 

H.1i. Jr: 

Schi'Tarz : 

Foley: 

B.L!.Jr: 

Foley: 

H.ll.Jr: 

Foley: 

H.l.! .Jr: 

Foley: 

• 

- 4 -

All rifht . And then we will hold this letter 
and no send the letter? 

Kill it. 

All right . I perhaps spoke out of an over­
abundance of caution, and the only reason that 
I Tl&nted to bring it up was--

8 

\'/ell , your caution is justified. You just don ' t 
knor. bon these - t he af ternoon headlines - when 
I Tlent home and read the headlines in T'ne Star 
and then read the body of the story, it rms a 
most outrageous thing. They headlined three times 
in the bod¥ of the story. Did you read it? The 
Star? 

Yes. 

The story thef hedged all the ~ay doun the line, 
but the headl~nes were terrible. 

Uot enough words in the headline to explain it . 

I don't like to see you quoted in the paper as 
havtng said that the Johnson Act prevents you 
fr~ m•king loans or giving credits. 

I didn't say that. 

Well, I know, but r don It like to have it appear 
that you said that. 

Well , I said that--

The Johnson Act doesn't apply. 

ilhat I said •s, and I still hold, that as long 
as the Congress feels as it does, I , personally, 
will not make any loans to England. 

A ... a matter of policy? 

' 
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;J . ll.Jr: 

Foley: 

H.1!.Jr: 

rol ey : 

H .:~ . Jr: 

Fole;r: 

Klotz : 

5 . J: . Jr : 

Schl7arz: 

li .L:. Jr: 

Schwarz: 

H. !.:.Jr: 

Schwarz: 

H.!!.Jr: 

Gaston: 

H.l:.Jr: 

- 5 -

As a mat ter of policy. Are we t ogether on that? 

Yes, that is all right. 

I said irrespective of what the lawyers said. 

I kno11 . You said t hey look for loopholes , too, 
but there is no question of loopholes . 

I am sorry. (Laughter) Do you feel better now? 

Yes, I f eel better. Dan i s giving ce the bird. 

Oh, I love that . Oh, that i s marvelous. 

\Je are putting a unit ed pr ess in 70ur offi ce 
(Schwarz). 

That was what I asked s ix months ago . 

Well, I ahiays told you if you didn't holler 
loud enough around t his place--

! got your support for it this time. 

You didn't ask me for it, did you? 

I asked ;iorman. 

He is t he watchdog. lie is the head of the 
Treasury Budget Caamittee. I am just Secretary 
of t he Treasury. (Laughter) I t costs 75 dollars 
a month. 

Do you think we are all right on our publ icity 
now, Herbert? 

Oh, yes, the President took all the heat off . 
Anyway, I wasn ' t seriously concerned about the 
story, except as a matter of your oun under­
standings here in the Government. 

His statement and mine ran all r i ght because 

' 
• 

9 
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after he got through making this talk about the 
fire hose, he ended up by saying, -well, we will 
marbe have to give it to them e.np1ay. • Be 
cr1ticized Mrs . Roosevelt indirectly, not too 
indirectly, for the banal suggestion of a gift 
and then ended up by saying, "Well, maybe we l'lill 
have to give it to them anyway. " 

I have no difficulty in underwriting your state­
ment. I have a lot of difficulty in underwriting 
the President's talk about leasing and all that 
sort of thing. 

Well, it is all right. 

Does that include bombs? 

It may be a good psychological approach. 

I have got to take a share of the responsibilit.r, 
with it. He said, "I want you to be rtJ:'f public, ' 
at lunch, and he rehearsed the thing word for 
wordl and I told him it r1aa all right because he 
shoUld be a little toucller than what I thou!;ht 
Congress might be, ratiier than Co~~~=ks toue}ler 
than he, and t o break the ice, I · it is 
all right. 

I think it is a good ny to ope.n it up. 

I will take whatever m:r proportion of the re­
sponsibility is . 

I think just as it lies now, it is sort of im­
practical, but then I think it is a good way to 
open it up . 

I t~nk it oould be worked out legally without 
going to Congress the way he suggests. 

I am wondering whether, before Cabinet meeting 
tCIIIOrrow or before anything is done, we couldn't 
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have a chance to discuss it with you or sul:mit 
a memorandum. I share Herbert's feelings, and 
I think, though it is a very excellent move 
puts the thing on the right basis, excellent 
politically and psychologically, that it can 
be implemented in such a way as to avoid many 
of the disadvantages, and I am wondering whether 
before you see the President or before ~~ -
whether we couldn't have a chance to su 't 
suggestions and discuss the disadvantages in 
the way of implementing it. 

I am just sewed up eo tight, I can't even see 
Commissioner Helvering. 

He didn't holler loud anoug)l. . It was 10 dare 
early, but not loud enough (speaking loudly) . 
(Laughter) We will have to get him a megaphone 
for Christmas. 

u 

He is just learning fast. 

I have got a memorandum herefor you to give the 
President, and that takes care of that thing. 

Well, I ~o on the theory that it either takes 
care of 1t or bursts . You (Sullivan) look all 
right. You look very happy. 

By tho n.y1 did I call your attantion to that 
paragraph 10 the transcri pt where you said that 
you think all of this about Great Britain and 
Canada should sta7 within tho room? After you 
got dane talking about Groat Br i tain and Canada 
and the Johnson Act, you said that, 8 I think all 
of this about Great Britain and Canada ought to 
st1.7 within this room. 

Wrs . Morgenthau said last night, •Its lovel1 to 
have all these editorials that you should go 
up on the Hill and consult Cangres~1 but look 
what happens when J OU do. • I mean tlleJ will Just 
spill it. 
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Within an hour. 

Well, the difference is , I should only consult 
tho Democrats. It is true. Just as soon as you 
l et a Republican i.n you see what happens . 

Yesterday. I am not so sure that it was a Repub­
lican yesterday, though. 

You are not? 

Partly a Republican, 

Who do you think it is? 

Well, for a while I suspected Mr. Johnson who 
has a son on the United Preas . 

Who is Johnson? 

The one who sits at the right of the Chairmanr 
the old man from West Virginia. 

\7ell, now, I thought I would call up the Chair­
man. What is his name? 

Ludlow. 

And tell him that he embarrassed me terribly 
;yesterday. \'.hat ham is that? 

I don 1 t think there is any hal'l:l. I think you 
ought to tell the C<lllllli the--

They are going to be there for t he next three or 
four days, your nrioue bureaus, testifying In 
detail, and he can make it pretty- unpleasant for 
for the boy-a. 

I aa wonder~ whether that ian 1 t a good thing 
to r••ber tlie next time you go up, or the next 
ti.u the{ au you, rather than oalllng it to 
their at a tioa now. 
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He ne very much upset, both he and Mark Shields, 
the clerk, and he called an executive meeting 
of the committee yesterdl.y afternoon on this 
thing, and went over this transcript . 

Shall we let it ride? 

I think I would, ;yes . 

If for no other reason, that after all ;you fre­
quently go over testimony correcting errors and 
so op, and if ;you r t tough 'IIi th t hen the;y are 
liable to get tough with ;you. 

\'/ell, on the t rain back, I heard this voice f rom 
the wilderness, 

John is t he name . 

John from the wilderness . 

If ;you have a memorandum sometime and ;you holler 
earl;y enough and loud enough, ma;ybe I will get to 
it, and this is the important thing. The meeting 
with Senator Glaas is at eleven tomorrow. Now, 
who is going to tell the stor;y. 

rtell, --

You see, I think that ;you should go, I think I 
should go, and I think Delano should go, but I 
don ' t think - don' t ;you think that is enough? 

J.ll right. o.~. 

Can ;you learn it1 

Yea. 

Between now and tCDOrrow? 
• Yea. 

• 
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And can you get it to Senator Gl ass' hotel? 

Yes, t he memorandum is all ready. Do you r:ant 
to read it? 

I haven't got time. •:.'by don ' t you personally 
arrange to drop it over there or arrange to give 
it to--

Ri tchie Smith. 

He can come and get it. 

All right, I will . 

Are you (Bell) going with us tQQorrow? 

I can . 

It is not necessary. 

llo . 

All right, I will save you. 

This is a letter to Leon llenderson on the sta­
tistics of income tables. Are you gain~ to do 
anything about get t ing PhilliFs and Preoisch 
together on the British secur1ties, is that 
our job? 

:1.4 

No . I have mentioned it now to everybody, and 
I think that in view of who. t happened, I r:ouldn ' t 
push it. I have told Prebisch about it, and I 
have told Phillips about it . 

Prebisch, l ast time he was in, asked if you 
wanted a joint conference, and I told him I 
didn't know it you had that in mind, but I would 
find out. 

That waa one of the items on the agenda that was 

I 
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sent down to thao but I think it could be 
well handled in the next discussion we have in 
Ur. Bell's office without bothering you about 
it, because I don' t think anything will develop 
from it at this end. 

I think I would let the tno of them get together, 
I would simply say this, "They are here and let 
the two of them get together; and, if they have 
anything, we will be glad to talk to them, " I 
don't we.nt to be pressing them. 

I think it is better that they do it . 

Let the tno get together. 

I don't think we aro interested unless they use 
our dollars. 

That is right. \'/hat else? 

That is all. 

Harold? I still will see you. I don't think 
it will be until next week now, because I am going 
up Thursday night to this dinner, e.nd I hope not 
to came back until late Friday. Chick? 

Sylvia Porter gives us some ideas in her colucn. 
The1 have got a good line there . Thef suggest 
de! e.nae li bert)' bonds. 

I saw her at Tir/ house yeaterdaf •. 

That maf be e. result. 

I had quite a talk with her. She is e.n awtul17 
nell girl. 

She is veey smart. 

Not so friendly at times, ia ahe? 
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Vlell, she was right , Dan. 

I t wasn't exactly right. The Treasury haS a party 
to it. She intimated that the Treasury did it 
so that they could have the free riding. The.t 
isn't quite true. She could have pointed out 
all the steps we have taken to eliminate the 
free riding. 

\7ell , but the woman is smart. 

She analyzed the situation. 

We may have her dol'iil here . Yes, sir, I am serious 
about having her come doun for six ~onths. No 
likee? 

It is hard enough around here now. (Laughter) 

She !mows this racket in New York. 

~~o is that, Mr . Secretary? 

llrs. Porter . She writes for the New York Post, 
and she knows the racket, how to beat the game 
better than anybody I have seen. I don't say 
she knows it &n1 better, but at least she will 
tell. 

We are making studies on the individual corpora­
tions, the British corrorationa . I am just let­
ting you know so that 1n cue you want tham, we 
have a stuq on each separate industry. \'/e are 
begiMing Wl th the largest and going dO\'IIl the 
list. 

Right . 

And we had thoughtl unless you feel to the con­
trary, that we wow.d also cooperate wi. th the SEC 
man whom they are loaning to us in enluating 
these. I don't know whether you would rather 
postpone that until some le. ter date or not. We 
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had thought merel y of r;oin r; ahead. 

Use your or.n judgoent . 

O. K. Thc.t is all. Di d I understanci you to say 
tbe.l you r.ould rend a cemoranc!un H l'ie ";>reparod 
it on-- • 

Yes, i£ you get it to me \'li thin - Cabinet is 
tomorrw, tha t i s the trouble . I am all fixed 
up . 

I t is only because it is takinG so much of the 
stage that it is uorth while . 

If you can get it to me in my wakin~ hours . 

l:r . Secretary, you have asked if 17e i7ould 7o'Or k 
up s01:1e charts on the different bank hol dinr; 
co:lpanies . ' .. e have co:apleted three, and I have 
got anothor one here . Do you 1•,nnt me to turn 
th~a in to you, or--

To Professor Fol ey. He is eoin[ to give this 
lecture to:Jorro;;; and, if you have sone other 
than trans- A.tlerican, i t l'lould be ver] helpful . 

Yes . This oakes four . 

Yes . 

Cy Upham is getting the dope from t he banking 
men . That is the bi g one . 

Is it pushing you too ouch, Ed, to have this 
lesson ready by tocorror~ 

1.7 

llo . I don ' t t hink we will have the. t second par t 
of the legisl ation that 70u spoke t o me about . 

That is al l right. 

' • • 
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I have got the holding CCIIlpany legialetion, but 
the other part I won' t be ready with. 

Good. I will have to just sit there with Carter 
Glass and listen. 

I forgot to attach copies of - I put the wrong 
name on this, on that steel thing. 

This should be Henderson? 

Yes. That was your suggestion, you lrJlow. 

I hadn't had ti.I:Ie to read it ;yet . Philip? 
c;,\\.~rl 

.A.i r Cammodore Stlileuer has sent in another note 
in reply to the reply of the \'iar Departz::ent to 
his origi nal note . 

How does he know about the \'lar Department note? 

I don ' t know, but he takes up t he points one b;y 
one . I thought I would sUIIIII&.rize all t hree and 
give ;you a short summary of the bunch before he 
has a chance to get out another one. 

Good. 

1!r. Secretary, did you happen to hear a repor t 
that the CIO is going to present to the President 
ways of expanding airplane capacity b;y using other 
factor ies and so on? You said s~ething about 
it. I wonder whether ;you might not want to get 
hold of it. 

Yea. 

I don't know who can get it for ;you. I can' t. 

CIO? \ 

The nrioua Tice preaidenh are incUcating in a 
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aamorandum how plane production can be increased 
and wey it ie under produced now. 

Wel l, the person to get it through ia the Com­
missioner over there. 

Billma.n . 

The CIO fellow? 

Billma.n . 

Well, I don' t know what avenues you have, but 
it you are interested in the report--

That has been published, that they were planning 
such a report. 

Call up his office and say if there i s such a 
r eport, I would like to have a copy of it . 

I will do that for you if you like. 

Do i t direct. 

Is there somebody here who deale with him at all? 

llo . 

I will call up Lubin, hie aeaiatant . 

lea, that i s good. 

I haven't yet been abl e t o get out of Nel son' s 
office a cop,r of hie recommendations on treat-

. unt of foreign priorit i ee. I underatqd tha~ 
he haa gena ru.. and won' t be back until after 
the first of the year. He lef t about a week or 
10 :r.· Because of preuur e on that stuff, 
llllle 1 ;rou have acae objection, I thought I 
woalcl write up a fn auple caeee of forelp 
prloritiea f or the for.al presentation to the 
Jlloloritiee Board .. auch ancl the ... what thq ao. 
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I haven't got it enou&}l, Phil. If ;you think it 
is good, all right, but I can't give ;you an;y 
jud~ent on it . I don't know enough about it . 

All1 right. 

20 

But I t hink I would talk it over with Graves 
and discuss it with Greves . J.f1 judgJilent is no 
good because I don't know enough about it. 
You will have to decide whether it would be help­
ful or harmful in view of what we are trying to 
do . 

All right. 

Discuss it with Graves, and whatever the two of 
;you decide, O.K. 

That is all. 

Was there anything particular about !Jartinique 
that I should knoW? I sent you that memo as to 
what we did--

Well, just this that two hundred seventy thou~ 
aand - if that Is correct - I read the m1111orandma. 
WhJ' don't we juat call up the State Department ana aay, ~don' t they release it. • 

Well, we had a conference while you were away 
over at State in Kr. Berle's office, and at that 
tlae they were having a great deal of di!ficult7 
with the Adlllirel1 the French Adllliral in charge 
ol Jll.rt!!~e, WI10 hu ainoe bee aupplanted 
fraa Vic , and he •• threatenlDg at anr time 
to tab e of the boata and put acae gold on 
it ana leave, and the State Department falt 
that in Tin of that attitude they had better 
go veey alow)J, particularl y on a aonthly allow­
ance. fhen they aaltecl tor thia large amount 
IIO!lth)J, and 'llhioh 11 quite larf• in c<~~~~p&rison 
~th the inc11Ticbaal. •0\lllta tha they have aakecl 
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for. Since then I have heard, although it hasn 't 
bean confirmed, that the Franch have agreed to 
cut that &IIIOunt in half, but we still havan•t 
heard from the State Department about the monthly 
license. Now, if you want to, I will be glad to 
call them up, 

\'/ell, just ask them where it stands. 

We had a letter wi t hin the past week saying that 
that wa& &till under consideration. 

Well, ask them again. 

I will. 

The French Ambassador - I eat next to him Satur­
day night - raised t he thing. 

I don't think they- really- have any complaint. 

Raise it, will ;you? 

Pehle: Yea, air. 

H.M.Jr: Professor Chaaberlain'l 

Chamberlain: ~e had an appointment at three o'clock thi• 
a.fternoon, llr. Secretary. 

H.Y. Jr: I~ still stands. 

Haea: llr. Secretary, may I be excused t o go up to that 
!pproprlationa Ca.aittee'l 

H. i!.Jr: Sure. 

I have a note here for ;you. Read thla. It ia 
in f1l7 own hancbrri tw. I would like to know aore 
about lt. I happen fo be related - he la a !lrat 
oouain bJ •rr.l&ge, and if there la an;ythlng 
IIOl"e, I would 11& to kn01r • .. 

• 
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ill right. 

I know what his fil"':1 in Paris bas done, and I 
ban alays been nry curioua. 

llerle? 

I hen this neco frac the British on gold. I 
ban circulated it to Bell and '.:.hi te and Bern­
stein. And I ba.ve these figures on allo;:;ances 
tMt rou lQUlted to see . Then there is a cable­
gran f rao Sb•nt:hai that I think you ought to 
raad llhen Archie is here, at least have it be­
! ore you. 

\'iell, tell Archie to br ing it in, and let .lrchie 
read it. 

ill right. 

Can't Archie read it? 

Sure. 

Let Archie raad it, and I won't be at a loss. 

rhat is all. 

By the _.,, should Archie sit in on these 
Chinese-

Tiell
1 

fOU bad better wait until I see hilll. 1\ow, 
I aa seeing hila at elenn. He doesn't Wllllt to 
go and all the rest of it. lie will be here at 
iliiYen o'clock. 

We are ~ing to ban a conference this norning 
intern.all7 on the agreeiiiAint. The Chinese are 
not in it at all. 

":ell, let hiA sit in on tba.t t.:rqaT. He is all 
right. 
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The State Deputaent fellowrs are coming. 

Let hlJa sit in on it. 

Rere is another IIIDOnncba. 

Good. 

~d here ia a n~orandura ! r ca CCIZissioner 
Belnring on the ~eck bill . Tie han got 
25 hundred people llho are under our service, and 
we are tald.nf anoth.er thouaand next month. If 
the Prealden issues the order cOTer ing Internal 
Rel'enue under the 3:a:upeck bill, we loose them 
all. 

John, if this ian' t iDportant-­

It is. 

Is this a letter to the President ? 

23 

lio, that 1a a a-..ndla to fOil ti'CIIl Jir. HalTering. 

But theA, the fell- 1liao COiltrola it is the Presi­
dent. 

!bat ia r igbt. 

Then ! Lz it up for - in the fora of a letter to 
the I'Joeaident. 

A letter fl'(D 1011 to the President ? 

!:~ ua 1! 1011 will dn it to llrs • .nota, abe 
... tllat I get H withill the haar, and I 

will alp tt. 1t 1011 will write it. 

m rlpt. air. 

U 1fJ111. 1.-n lt that ~ • 1t 1a • 7011 lal• - but 
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if you get it to her, she will get it to me, and 
I will sign it , 

All right, sir . The collections for the first 
four months of this year are up two hundred sixty­
two million over last year, and of that amount, 
a hundred and forty-seven million is in defense 
taxes. The tentative figures for llovember indi­
cate that Tre are up about a hundred and six mil­
lion dollars just in the month of Novecber. Of 
course, we are getting practically no income 
tax payments. This would see~:~ to indicate that 
our estimate of a billion dollars for the Revenue 
l<ct of forty for a full year are going to be low. 

There is a man out in Kansas who is a friend of 
Commissioner Helvering's nho was brought over 
froo Amsterdam. He is a foreign trade expert, 
and he sent to the Commissioner a resume of the 
South American situation, and I thought I might 
tul'll that over to Dr . Whi te, 

Good. 

You wanted to be acquainted with the steps that 
were being taken to familiarize the public with 
t he necessity of filing returns. 

Yes . 

I don't suppose you have time to look them over, 
but we have here all of the info~ation we send 
out to the newspapers and the radio program., 
the forma that are being distributed in the arm: 
camps for those boys to file, and all that sort 
of business . Now, in addition to that, there 
were two -different people who were writing 
soripts for movie skits. Rogan, the collector 
in California, got in touch with the movie people 
and asked th1111 if they would be willing to do a 
skit, and they said therwould, but the{ didn't 
think it should be con£1ned to Calitorn a, it 
should be used all over the countr,r. !hey spoke 
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of using either Clark Gable or Spencer Tracy. 
ind I asked him to have the skits sent on here 
and let us look than over. If the skit isn't 
any good, it doesn't make any difference who 
plays it. 

That is right. 
• 

I assume your veto on Bert Lehr still holds? 
{La~ter) 

All right. 

The icportant thing, Mr. Secretar1, is this meet­
ing of the State Departoent on ships featerdar. 
Herbert wasn't able to bo, but I went. I have 
a memorandiDII here . There is a meeting over 
there at ten o'clock this morning to work up a 
memorandum for presentation to the President to 
cover what can mobilize ships in our ports, what action 
should be taken1 and how, what distribution is 
to be made of them between our Arm:r and our Navy 
and our own shipping lines, if we get tham, and 
what is to be doni\ abo.ut nn sh.ip conati'Uction 
facilities like Bog Islandl for instance. low, 
the one thing at this meet ng resterda7 that •s 
attended b7 tha Arm:r and the NaYJ and the Jlari-
time COIII!lission and the State and tbe Treasurr 
•s that there 1a a disposition on the part of 
eneybo<Q' to do aCIIlethiilg about the probl• thh 
time . Hull made the rather naln suggestion that 
each Department sub:Li t its problas and its policy 
and he take th• all onr to the President, and 
I nid I thought that was unfair to the President 
and would dela7 and confuae the a1 tua tlon, and 
I thought that we ought to gat a joint -ranclua 
ud put d01111. the oonolualona of tlie gPoup and 
the racCIIIIIIendationa, and he aaid that that 
sounded tine and auggeated a uetlng thla aorn­
ing at tm o'olook, ua he aaked ae it I would 
ocae and--

Toa ovght to go. 
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Yes . I f I have got these other thinr s, I won' t 
be able to sh7 over there all ..a7; but, i!' it 
is all right m th you, I 'rill take Euntin&t;on 
on this ship control business and Cox, co ns 
17ith ne yesterdaJ, and l eave t hea over there to 
Tiork on the oeao. 

That i s all rigilt . 

I tole th~ that - -

'J:to calleO. t hls oeet ing? 

Hull. Land t:as there, and Land es ver:; coot~­
eretive yesterday . i::e said t ha t !l.e unaer s tooO. 
the President had in -ina so=e kinci of a statute 
whereb:;' ·,;e coula te.;ce over these i=bilizec 
ships belon;;in;; to the : re::c":l and Denes e.:td 
Gernens enO. Itali ans i n our ports; ~a. o~ 
course, we ca.-: holC. the:::. :i o":l, I pointeC. out 
that we had a recues t tor cleara:tce :or t his 
Shehe!•azade, a big t anker , dOTi!l in r;er. Orleans . 
She is a French tanker and wants to clear for 
martinique. Hull se.id r.e sllould hold her o til 
after this ne:r.o:-and1m could be 9ot t en U?• a.::ul. 
he could clear it with the Presl.da:tt . 

Znat r.as a test case . 

I th~ you ~ad better £0 on over end leave those 
tr;o bo7s behind. I t hiO:< you bad bet ter ;;:o ri ;;ilt 
away. 

Yes . There isn • t any objection f rcn the !!albian 
Aobassador to ask Bernie to caoe t o lunc~ today, 
and I tolO. him I dian • t tili.nlc there woul.C. be any 
objection as long as he didn ' t becoae a cookie 
pusher . (Laughter ) 

That is all right. 

Do you han anything, Berbert'i' 
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Schnarz : 

:i:ls ton: 

Sclmarz : 

Gaston: 

Schuarz: 

Gaston: 

~ ."hi t e: 

Gaston: 

H.!.:.Jr: 

:iaston: 

li. J.:.Jr: 

Gaston: 

H.!J. Jr: 
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Yes . Just one thing. Steve Early called me 
yesterday afternoon and wanted to urge very 
strongly that you agree to the request of the 
Star to submit an article for your signature 
on that special inaugural section of the Star. 
He said that eve1•ybody else in the Cabinet was 
going to do it, and it would break up the 
scheme, which apparently Steve had agreed v1ith 
Ben llcKelr.ay to do. 

He already tol d llr. Noyes we would. 

r.bo had told him? 

\,e sent another letter . 

Does that letter say that it would be done? 

'.'Tould not be done. 

That letter is on my desk. It hasn' t gone out. 

What is the subject matter, Herbert? 

Oh, just general about the past and future of 
the Treasury Department. 

Well, I have never done it. 

I know you have never done anything of that sort. 
I thought you ought to know about this direct 
request frOlll the White House. It is apparently 
Steve's scheme worked up iii th Ben J.fcKelway of the 
Star . 

Well, I am the only Cabinet member that wouldn't 
do anything on that famous book that they got out 
four years ago . 

Yes, the campaign book. 

I wouldn't do it, either. 
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Yea. 

There are a lot of things I don't do, Herbert. 

If you change your policy now, it will be hard 
for us to turn donn other things. 

I am sorry, I am not going to do it. 

• 

.. 

• • 
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R. M.Jrs 

Operator: 

l~o~m~er 
Well .. : 

R. M.Jr: 

V: 

R. M.Jr: 

V: 

B.M.Jrs 

Ws 

B.M.Jrs 

Ws 

Bello. 

Ill'. Well ... 

t 

Deoeaber 111, 194o 
ll:2) •••• 

Bello, Beftl'7. Bow are rout 

I 1a prettr well. Bow are r out 

All r1pt, tlwlke. 8\J'ual1ns alone. 
Ill'. IIDl1 sa•• ae \hie ao11"111JIC a letter to 
b1a 1n J'IP"l to then CI!Nek plan ... 

Yeah. 

I -•t a4aU tbat I'a 1o a nate ot \he 

30 

aoet helplttl oontue1oo beoauee Butler \he 
night betore la1t oaae 1n to ••• ae to 1a7 
that he Ja•t reoe1•14 a tel ecraa troa h11 
Oonl"Daent 1ntora1ac b1a \bat General Metaxae 
ba4 a4•1ee4 the Br1Uih Oo-.ll'naent \bat 
he woul4 be quite 1&\ht1e4 w1\h the Det1anoe 
plane1 1n 1Ubet1tut1on tor the P~ plan••· . 

Well, I'll be 4alm14. 

.... we'n pt 1n toaob 'lflth Butler 1D •lew 
ot the ~ IU.n1ner' • nateaent to roa 
ftillll Ill aleo aa4e to ue laet D1pt. Butler 
11 talkiq to - tlbat' 1 h1e - - llon1e W1leoa 
11 U aD4 Ill 11 to let •• know b7 noon todaJ. 
An4 I \Milk aleo \he beet \hi• w 14 bettll' 4o, 
J1emo7, 11 to tel epapll to our ll1D11ter 111 
Athene aD4 tell h1a to tl'7 aD4 t1114 Ollt eaOtlJ 
tlbat the e1tut1oa 11 beoaaee hel'l w han two 
ooapletel7 ~trloallr oppole4 ltat .. entl. 

Let .. Jaet pt \hil - I'a brMthlell. lletuae 
eat worcl to thl anuu a.1>a11r hire ••••• 

llltuae 1Dtol'lll4 tba 11'1 tlell Clo•era.ent aD4 
the 111"1 Uela Go•era.ent 1ntorae4 thl Br1t11h 
.-.. , hel'l aD4 thl latter 1Dtoi'M4 ae 
per-eu 7 .U .Jiipt ot the 16tll ..... 

... 
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That it'e 0. 1:. 

• • • • • that they are glad to receive the 
Defiance planee inetead ot the P-4o and 
yeeterday the Greek Minieter goea to you and 
to ua and aaye Juat the contrary. 

And nov you're going to do eome checking up 
and I'll eit tight and do nothing until I 
hear from you further. 

Nov Butler ie going to check Vith Morrie 
Wileon and we're going to inatruct our Minieter 
in Athena to find out Juat exactly what the 
e1tuat1on 11. 

Ot oouree it they will take thoee Defiance, 
it would relieve ua all I think. It vee a 
very embarraeeing situation. 

Why it would eolve the whole problem. 

And I personally think that the English ere 
aincere about the Defiance, and that they 
are carrying the whole burden ot the tight in 
the air. fhey really ought to know. 

Yea. 

And my people tell me that t he Defiance il a 
good plane. 

Yea. Well, I have no doubt it would be entirel y 
euitable tor the operation• there. 

fhat 1 e right. Well, I'll ait tight until 
I hear further from you. 

That 'e right. Now, vi th regard to the other 
queet1on you aeked; that 11, the 10 planee 
tor 81aa and the Ph1l1pp1nea and the 6 coapleted 
to 8iam in California. My underetand1ng ie 
that the Ch1neea do not want them and that 
our Army doea want them. 

Wall, the word that I got yeeterday vaa that 
the A~y hae again changed ite •ind t or about 
the titth time and doae not want the•. 

' . 
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W: 

B.M.Jr: 
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(Laughe). 

That's wbJ I wrote the letter. 

Well! ae 70u know, the Ohlneee have said the7 
d1dn t want them. 

Well, I am writing Hull a l etter toda7 
suggesting that be have a meeting 1n hle 
ottice Monda7 morning with whomever ie in 
hie Department. We have bere about 20 d1tterent 
requeete t or planee, engines and parte trom 
about 20 d1tterent countriee. I'• eend1ng 
tbe complete liet over to him toda7. 

Good. 

I'm asking him to have Mr. Stimson and Inox 
present because each one bae hie own ideae. 
I think there are about 20 ditterent reque1t1 

There must be at least that • 

•••.•• and the onee- the l1et will be read7 
to be 1ent over - becauee the onee tor South 
America - I do think we ought to at least ·tell 
them 7e1 or no. 

I think 1t il ot the utmoet importance that 
ve tell the• 7ee to the tulleet extent poeeible. 

But thle thlng hat gotten eo that it' e kicked 
around and kicked around and we do the beet 
ve can but each da7 we bear eo•ethlng elee, 
and I think out ot the meeting - it State, 
Wa.r and Nav7 would ea7, well, on thil ~ue1tion 
we'll meet once ever7 two weeke, or we 11 
meet once a week or eometbing. You know. 

That'• a ver7 ueetul euggeetion. It would 
eolve a lot ot dittioultiee. 

Yeah, becau1e theee people have a grievance, 
Juet like thll one - 70u ea7 the Ara7 ••7e 
the7 do or don't , and I hear eomethlns 
dltterent. It'• gotten to a point wbere the7 
ehoul4 ear 7ee or no. 

' 
Regraded Unclassified



lh 

R.M. Jr: 

lf: 

B.X.Jr: 

V: 

R.M.Jr: 

w: 

• 

IDoUJ. lfoll, I ~Dk ~\ 1 1 a Yai'J llelptal 
ngooUon. I \hlDk 1' OIIP' Co 1te 6no J••' \bat wq'. 

111:11 planoo eo 111 .. are Jao\ u -• U.ablo 
•• a tboaoan4 plaaoo. 

1Dot17. 

Well, \banko tor tho oal.l. 

All rip\, BIDJ7. !baD I 1ll lot 7011 lal- ao 
1oon •• wo ,., •••• •or1t1oa\1on. 

!bank , ••• 

!bank I . 
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H.M.Jr: 

0UJ 
Vaughn : 

H. M. Jr : 

V: 

H. M.Jr : 

V: 

H. M.Jr : 

V: 

R.M.Jr : 

V· 

B. M.Jr: 

V: 

B.M.Jr : 

V• 

Bello. 

Deoeaber 18, 1940 
12: lb p.a. 

Hello, Mr. Morgenth&u. 

Tal lt1ng. 

Thla 1a Ou7 Vaughn. 

BoW &re J OU? 

Th1a Studebaker bui l 41na enlinea t or the 
Britieh and -t or the Dnited tate• Oo•ernaent 
baa got aoae ooapl1oationa i n it ae tar aa 
our own future bua1neaa ia concerned, and 
we would l ike Yei'J a uob t o d1aauu it with 
JOU at J Our aon•enienae. 

Right. 

It JOU are ooaina up around Chriataaa or 
it JOu would be 1n Waahinaton on Tburada7 -
either W&J, whateYer J OUr oon•enienoe ia 
between now and then exoept that I aa detin1tel7 
tied up here on aoae ••rJ iaportant th1nga 
that auet be cleared iaaediatelJ eo that I 
oouldn' t ooae t o lew York th1e week - Waeh1naton 
th1e week. 

Bow pre111.ng 1a th1• t h1na? 

lir? 

Bow prenina ie the thine that Jou're talkina 
about? 

Well, it'e cot to be done before a aeet1n& 
&Dd it'• in the intereat ot national detenee 
to pt thin&• cleared an4 Wider W&J. 

Well, I aean ••..• 

It'• Jaet a del&7 in our own pro«aotion 
eobedule; that 11, propeller ,...tioul&rlf an4 
that, 70a know{ 11 beiDa done laet and therefore 
wUl lie a llott eneok aal I 1YI been woJ'k1ac 
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nicht aD4 da7 on 1t and I oould ooae down 
t here aD4 en ricbt baok I euppo .. th1e week. 
Be better t or 70u. 

Well , the trouble ie I' a t ied up eolid now 
until t oaorrow and I co up t o a dinner in 
Mew York t oaor row n1gbt late . Hello? 

l ee. I hear 70u. 

I'll be in New Yor k Pl'1da7 aorn1ng. 

lou' ll be 1n Mew York r r14a7 aornlng. 

x ... 
Well , will J OU haYI a aoa entt 

l ee. 

Wel ,l, now, J OU Juet eat 70ur own t1a e and 
plaoe and we 'll be there. 

Well, I t el l J OU what J OU oan do. I 1a 
eta71nc With aT rather as u :n Pitth Annue . 

11)) Fifth AYenue. 

And be 11Yee Juet abo•e Will kie. 

lee, I know Jvet about Wbere it ie - about 
98th - 97th Street . 

l eah, 9)1'4. And it 70u were there at 9 : uu 
o'olook I oould ue ,ou Pri4a7 aom1ng. 

9100 a .a . Pr14a7 aorn1ng. Well, that' • 
pel'teot. It'• Juet • aatter ot poliOJ. I'• 
DOt CQ1ng t o bother J OU W1 tb a lot Of 4eta1le 
but after all 70u .ant t o proteot ve 1n a fall' 
aD4 eqlli table aanner and we don't -.nt &117 
110re tball we baYe to ban to eld.et. 

ftlat I 8 all 1'1pt. 

All 1'1pt, all'\ Vall, tbat 1 
• tine aD4 tballk 

;rena •• .., -- 1114114. 

8oo4-'117•· 
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H. M.Jr: 

Operator : 

R.M.Jr : 

Oordell 
Hull : 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

B: 

B.M.Jr: 

B: 

• •• • .Jr l 

Bello. 

Deo•ber 18, 1~ 
) : )0 P·•·. 

S.ore\ai'J Bull oo.Uac on. 

fbank JOu . Bello. 

Bello, BeiU'J. 

Bello, Oordell . 

'tba\' • go1n& on? 

Well , I liD\ J OU OYir a 11\\ lr wbioh oup\ 
t o en t o J OU i n a f ew IRinuue an4 I' •• alk14 
whl\ber J OU would oall a •••Unc a\ JOUI' 
ottioe Mon.S., aornina w1\h .,,elf, Stiaeon 
and l noz. 

Yee. 

And I 'd like t o la7 b efore JOU - and I een\ i\ 
i n tbe l etter - there are about 20 different 
ooun\rl ee that haYI requ11\1 1n tor alrplan•• 
and we ' re not &1•1nc \h .. &D1 &nOIWU' an4 I 
think we oupt \o a&1 11 \her 1•• or DO to theea 
peop1a. 

Yea. 

And I ean\ 70u o•er a l1at of the requeata 
troa tha Yar1oua oountr1aa tor a1rp1anaa, 
anc1naa an4 parte up t o data. 

Wall, now, we'll t1z up &n7th1nc \bat wa 0&11 
&tt - I \hinlt I \ oltl rou that IUaaon an4 
lao& ba•a bean ooatnc 1D here nerr !ue~ 
801'111n~or an hour to p oYer the poln\a of 
OU' a1 u on wpoet' an4 I auo•• - 1' w111 
nl' .. lloD4a7 • 

.. 11{ I teat e.D\ tha lt\\01' OYor ... I ... , 
0e la\ ot \b8 nrloue roqaaata ... \bei'O an 
~ Ouruu P..lio'a to bo 41Y1tlotl liP- You _, 
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B: 

B.M.Jr: 

HI 

H.M.Jr: 

B: 

B.M.Jr: 

B: 

B.M.Jr: 

R: 

R.M.Jr: 

B: 

B.M.Jr: 

B: 

B.M • .Jrt 

• 

- 2-

Wel.l, - IIUPPO•• I oall ~ • eba11 I ••• •. 

I 14 -• rw.~r JOII 14 ba'le JOIII' ottloe 4o u . 
All rlpt. I'll tell tha that 7011 .. , u 
to ••e' tocetber bere an4 4h011 .. that 
eU-UoD. 

All4 I'• laJlq OD ~ teble ]00 Clll'tlee P..ilo'e 
11blob oaa be aon•• an4 11blab oan be 41n4e4 
ap. 

low tble 1e Ko~ • o l'DlDC· 

'fee. 

All l"lP'. lleDr7. 

low, wbaC U.e -1114 elllc 1o•t 

':]Ot 

9 1)0 lloDG&J. 

I'll lee 7011 lulow 1t tbere'e a111 tl'011ble 
UoDC 1Mlr belq pNHDC. 

laC I Ulc &In thaC it we oou14 4o tble ODM 
1ll • *lle an4 tbeD - like tbDH· ._ 10 
plallea 1a oe ft11J.pp1Dee - 1DeMM ot 
•rtac 1' aoa U'OIIII4 tor two -tba 1t 
.. ~4 .., 7ee Ol' DO. 'fCMl ~. 

'fee. 

AD4 3 .., ..UK • 08 tbaC Ore8 lid. ... 
••e 1011 IIRl'4 ~ lUC ODe OD \baCt . 

011 willet 

011 ...... , tile lUC tblDI OD ........ , 

t Wl'lle4 1C n• CO 3 ..... tDl4 ~ _, 
lie .... ht1e4 to 1 , .... wUil ,_ .. I . 
·011 ~ co IIIII lie "-'"'e4 U I IIIMW. 
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H. 14 . Jr: 

H: 

H. M.Jr: 

H: 

H. K.Jr : 

H: 

H.M.Jr: 

H: 

H.M.Jr : 

8: 

8. M.Jr : 

8: 

B.M.Jr: 

8: 

H.M.Jr: 

8 : 

8.M.Jr: 

- ' -
Well, be called ae up tble aom1JIC. 

Yea. 

You k now I eent t o bla a aeaorandWa laat 
night . 

You eee be got in that pic ture origlnall7 
and that'• the reaaon I baYe to keep bla in 
it. 

Wel l , be called ae up tbla aomlng and tella 
ae that General. Jleta.xae aa7e be wante tba 
planu that Engl.and wante t o gln b1a and 
the Greek Jl1n1eur laa\ night t old ae tbat 
tbe7 dJ.dn' t want it. 

Well, the .t. .. ietant Greek Jl1n1eter ie telling 
aoaebod7 alee here eoaetblng elee. 

Well, 1 told Suaner I'd eit tight now and do 
nothing until 1 beard troa bla turtber. 

All right. 

Beoauae be aa7e be -nte to O&ZTJ it. 

All right, BeDrJ. 

So be and 1 are together e1noe tbla I&Omlfll. 

Well, tine. 

It I don't b .. r tro. J OU a&&ln I'll be at 
70ur ottloe at 9:30 on llondaJ. 

J ow, lt the 8eoretarJ can't oa.e 1e U al.l 
right tor the Cblet ot Operation• to ooae 
or do 7ou want to put it ott? 

Jo, 1 tb1lllt it 1t' a pouible, 1 tblnlt we 
ollgbt to go to ton on u. 
Wlth ••• • • 
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8: 

R.ll • .Jr: 

R: 

R.ll . .Jr: 

- ~ -
All rlpt. 

~enr le bere. 

All r1pt. 

!bank fOU. 

• • 

55 

• 

' 

Regraded Unclassified



December 18, 1940 
4:30 p.m. 

R£ BRITISH PURCRASIHr. PPoG~ 

Present: 

H.M.Jr: 

Younl!": 

H.lo!.Jr: 

Young: 

H.II~Jr: 

Phllllpa: 

Bell: 

Phillioa : 

Young: 

Mr. Young 
Sir .Frederi ck Phillips 
J.!r. Bell 
lolr. Cochran 

Sent for lo!ayor LaGuardia of New York, and I 

am t rying to squeeze you in, When he comes, 
I will haYe to stop. 

I was just reading this thing here. 

~note? 

Yea. 

I must say that eYeryone and their pup tod&J 
haTe been on ~ neck about the ship program. 

Well, do I gather from this that you want to 
do the ship prograa first, is that it? 

That is ~ belief, yea . 

That coaea ahead of the ordnance . 

I think it comes ahead of the ordnance, yes. 

Whether it cOMa ahead of the airplanes, I 
don ' t know. 

Certalnl7t Sir Frederick, ships and nlanea ccae 

before ordD&Dce. 

(Kr. Cochran entered the oonlerence. ) 
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H.!I.Jr: 

Phillips: 

Young : 

H.M.Jr: 

Phillipa: 

Beh: 

Phillips: 

Bell: 

Phlllilll: 

B.I.Jr: 

Phl.llillt : 

5? 

- 2 -

Do 70u (Phillips) wiilt to read thia (Young's 
-oriildua) IIld see lf thi e expr,.-s? the~ 
fOU feel? I ' ~'>'l ':tf•il• ~ . 
Yes. Yes. I did put the first question to 
Vr. Young, as to the status of these new orders 
under Pro~~:raa 1 IIld Prograa 2. You know the 
PresidentTs llresa atateaent drew a distinction 
between the future orders and exi sting orders, 
ana the question I put to Vr. Young ia, are 
these Progre 1 and Prograa 2 orders which 7ou 
hne gi TeD us a oleara.nce for future orders or 
are the7 existing ordert, and I thought the answer 
was, "The7 are future orders,• IIld I thought he 
rather agreed w1 th •. lie hann' t got it in 
blaolt ana white. 

The7 are future orders toda7, in that no contraota 
han been signed for an;Tthing on either of those 
progNJU. 

Is that the flret queetlon? 

The firet queatlon, 7 ... 

Future order• but niltlag prograaa. The prorraa 
baa alreaq been put before tllla Goni'Dint. 

Oh ,.,, that is perfeotl7 tra.. 

Tbe ordera baYen't been entered under thoee 
pre~~r-, h that what 70U •an• 

I dOD't thlDt there h uq doubt. ftllr aN 
tutun oraers. We hnn' t got lt la 'llbok eM tlblte. 

There h Pl'oiJ'• 1 Uld 8, elflatlq Ol'diPI 01' 
flltve oriera. That h queatin ...,_r .... 

Tea, .-.r tw-. felloa ~ tlda t.W.e, 1Je 
lllildtt.a ~ pll • prorr• p.s., - ....,., ... , 

• 
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H.1/..Jr : 

l'billl 'OS: 

Young : 

l>hilli 'OS: 

H.l' .Jr: 

Philli.os: 

H.M.Jr: 

l>hi llioa: 

l! .ll. Jr: 

0 hilll 'OS: 

H .~. Jr: 

Phillloa: 

Bell: 

Phill!l)a : 
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1343 before the end of Febru&ry on orders alread7 
olaced, Program 1 &nd Prograa 2. 

On orders &lread7 placedQ 

Yes, plus Program 1 &nd Program 2 and our 
outgo1ngs as we es t i aate thea b7 the end of 
Februaey ue 1, 343 llilli on dollus, which 
exceeds our immediate resources --

Ono billion. 

B)' 800 million dollars &nd I w&nt to know what 
is the thought on that subject . 

~t me have that af a in. If 70u olaced - would 
this be correct? f 70u olaced orders for one 
&nd two, plus what 70u &lread7 have on our books 

That is right. 

If orders one &nd two were placed, plus existing 
orders - what is the date? · 

B7 the end of Febru&r7. 

Would 70u sa~ b7 Yarch l at9 

Yes . We estl-ta coat at 1,343 ailllon, of which 
capit&l, 287 - 1 , 343 ie the figure &nd our 
immedi ate resources are about 570. 

H011 .uch" 

570, and aa 70u know, alr, Gifford is selling 
at about a llillion dollar• a d17. Be puahed 
1 t right up to 8 llilllon dollar• a week. 

It h Just about doublM. 

Tbat 11 .. !P 18 l t hal to•. 
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E.J.:.Jr: 

~billlos : 

'! . \!. Jr: 

"hilli I)S: 

E.'.'.Jr: 

railli~s : 

H.~.Jr: 

0 hi1Hns : 

H.loi.Jr: 
0 hi1Hos : 

Plli.ll hus: 

- 4 -

Now, what you wa.nt to know is , where do you 
go from here . 

Y~s . 

Well, I can't tell you that until I ask the 
President. 

That is what I felt sur e your answer would be . 

Well, this boils down this whole thing, doesn't 
it? . 

I think that is the lot, exceot that I again 
mentioned to l.'r . Young the ouestion of the end 
of the war. Y:e are runninrr ·our gold right down 
durinr, this neriod . Then the question of what 
£old we have at the end of the war becomes much 
more lmoortant to ~ oeople . We want to know 
what wiil we do if that gold reserve comes ri~ht 
down, what chance of building it up again before 
the end of the war to a. minimum fipUre . The 
minimum fi,ure , I :entioned befor e, i s 600 
million dollars . 

The other thing, I am goin~ to put down three, 
the order of pr iority wbicn you select . 

l':e would like to have it. I have got 1111 people 
working on that at this moment . 

Oh, you don ' t have i t yet? 

59 

I can get it t onight. {J.iJ. ~ 

No, if I can get it to:norrow morning. We will /l- 1 T 
have Cabinet tomorrow. If I could have it 
before two tomorrow. You ~ive me the order of 
priority that you would like. 

Ver-y well. 
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Youn~r: 

H.\I. Jr: 

Young: 

H.M.Jr: 

Phillips: 

H.ll.Jr: 

l'htllips: 

H.!l.Jr: 

Philli-oe: 

R.li.Jr: 

Phillipl: 

R.M. Jr: 

60 
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In what detail? 

Oh, not too much. Talk about ahipa, planes, 
and ordnance. 

Those three? 

Yea. I tell 70u what 70u can do. You could 
haTe the word shipa at the top on one sheet, and 
then gin 111e all the detal.la . Shi-os and the 
total cost up on to~, 70u aee . Then if anybody 
in Cabinet says, ~.ell , what kind of ships, • 
and so forth, well, I haTe it there if I want it. 
Th.en another sheet, Ordnance, then as much de tal 1 
as you can. But 70u will han to nUI!Iber which 
comes first, ships, ordnance, or nlanes. 

All right, we will do that . 

Is that practical? 

Yes, I think we can gin you what you want all 
right. 

If I aq the7 want ahl1>• firat~ Fruak Xnox •1 
aq, ~t kind of ah1pa, what speed, what tonnage, • 
and ao forth. Well, I will han aou of that · 
infol"JU.tiOD. 

Well, what I aa glTing 70u, air, h onl7 l'Pograa 1 
and l'Pogr aa 2. Would 7011 lib • to go on aDa 
deal with Pr ograa S' That would take ae aoae tiu. 

lfo, 70U would alnk thia ahip (indicating aelt) 
it 7011 did. 

lll · right. 

But on the one and t wo, 
order in which 70u want 
"Shipe" , aDd thela We, 
1 0 i f the7 uk • --

• 

if ;rou could gin • thl 
it{ with juat a heading, 
•p anee", and eo forth, 

Regraded Unclassified
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Phillips: Yes . 

Youn'! : 

Phillips : 

H.M.Jr: 

Pbilll:os : 

l! .lo!. Jr: 

or course, those two programs do not incl ude 
other erpendi turea which may be made for producta 
outside of ordnance and ahipa. 

They do include steel and iron. 

~ell , I think that - it i sn't plain to me -
if you get it between now and two we can 
squeeze another t ime in. But you haTe got what 
you want right now. 

Yes , you haTe giTen me the answers I expected 
to get. 

You ar e luckier than I am. 
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COJJiliiii!UL 
Dec ...... 18, 1940 

Tol !be leoretar7 

J'roa1 Mr. TOUDC 

lei ContereDCe vUb lir lre4orialc PbUUpo 
111~ A.M. at bh r~ueot. 

Sir lre4er1cl< PbilUpo aall:acl. • to co• OTer t o bh ot­
t1co 1ne..,ch u be &aiel. b e b.o4 ooae qMoUou to eak co,.,...,... 
1llc tho Preolcl.ent '• otat-at on tillaDC1ac tor lriUila. I 
a\\aob berevi th a table 'llhich be M4e 'CIP ab.owi111 ootl.aa\84 
..,nth17 41otr1buUon ot -ah acaiut uioUac coaJ.t•at• 
p1ue cola! t .. nh to be ltacl.o uadar Procruo 1 anc1. 2. 

Sir lre4er1clt boo two tbillgo on bio a11141 firot, be 1o 
Y&r7 uxiouo to t1114 out llov to tackle tbe prob1 .. of placiD& 
orcl.oro u tbe Britiah Plu'chaaiiiC Ooal.uion fealo that co,... 
trach ••t be aac1.e 1-cl.l.ateq tor JleV oapaoU;r to bu11cl. 
obi pi u4 pl .... o. In tllio OOIIMCUOil be poiatacl. out that tile 
:a Procr- vao 1aol114e4 1a Procru lo . 1, 11114 that, it 1\ 11 
a ttuooUoa u to allocat1oa of ... noble reeouroao, Lo114o• 
t"lo that tbe aoae;r obo11lcl. co to ahipo a4 pl-• ratll.- tllaa 
to or'-ce. 1 tll11llc Sir lre4erlolt 1o rJ41ot oa \hie po1at , 
11114 aa tbe :a Progr• 1o 1aolucl.e4 1a tile OT~ picture tile 
lr1t1ah aboulcl. baTe tbe rJ41lt to oq 'llha aboulcl. cat priorit;r. 

'lba -Jlcl. probl• oa Sir lre4ar1alc 1 1 a1114 1o tile que­
Uon of '"'-11111 cl.ova tile colcl. reeene to tile ......UIIIiiiC poillt . 
Be feeh ...,- etro111l7 that thlo caa olll7 be cl.ou 1a tile caee 
of a C0111C ooac.,., OIICII u tile 1Jil1te4 l:iaccl.o-. prOT14~ it 
vu uacl.erotoo4 \bet tile 1Jalte4 l:iiiCcl.oa voulcl. lie pera1tte4 to 
ao~te a ooaparallle raoVYe tor ezob•ap otaliUeaUoa, etc., 
to lie aYailllllle attar tile wr. 

lir lre4ariolt 1o aaziouo to talk vUII ,... abolat tlleM 
llla\tare , u4 be oaicl. tllet lie 11114 hie oolleacuo voulcl. ci.,. •• 
100 per oeat oooperat1oa 1a ptUac iatorMUoa or ia 1q1JIS 
all tlleir ueet1 oat oa tile tlllllo at -.;r u ... 
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!o 1 '1'he Secrotar;T 

J':roat llr . T """« 

Ret Coll!e:reDCo vUh liz J:reclo:riclt Phllllpe, 
4:30P.M. 

Slz J:reclo:rick eubDJ.tte4 a table, attached he:rovith, 
ohoviiiC eotiaate4 100nthl;r dhtribnUoll&l pe;ra111h ap1nat 
odoUJIC coaitMnh p1u.o co_,t .. nh to be MAe UJI4o:r 
P:rOCJ'MI 1 all4 2. 

Sir J:redericlt otated \hat thou vve two principal 
prob1 .. a on hie aindt 

(1) Are P:roc:reu 1 81114 a to bo reprded ao uht­
iiiC ordero or tutve order•. (lo contncto 
han :r-t been ai,ple4 tor ezs:r ot the u ... in­
c1 \14ed 'IDI4.r P:rocrau 1 81114 2'). 

( 2) If order• COY.riliC P:rog•• 1 u4 a .,.,.. p1ece4 
t.ldiAtel;r Nl4 the ,..,.,.....,. PYM"h ll4de4 to 
balance• Ana oa order• a1rM4T pJ..oe4, t1,M3,000,000 
would baTe to be paid tNa l)eoeaber 1, 19'0, to 
X...ch 1, 1941. fo off .. t thie tl ,M3,000,000 
liz hederick aa14 \hat he he4 ~ate reecrveeo 
of $6?0,000, 000.00, 1MrlDC a deficit of tn:s,ooo,ooo. 
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• 

-~~il!lll 2' ~ .•• 111~ .. 
""-~ ut.. 

fet.l !leo. lu.. h'b. DM.- h'll. M. 
lMO lM1 1M1 lN8 iMl 3111 

h'· • ._ • CNira alrMd7 pW 
l're41ao~ UN 1M UT 111 .... -011111~ 17 10 I 1 u I 

....... _ ... 1 
l're41ao~ IOU 81 1M 1M ,,. 

~ 
CIIP1~ .. 15 • 111 - -~.- ... 1 
l'l'odllo~ Ull5 .. • • 1a u. 
CIIP1~ 10 10 - - u -
l're41aot U'1l. 101 - ... ~ 1111 
011111'-l -1.1! - _. .J.tl -- --ror.u. ..an .....1m ..JI1 -- .JMl --loW I !1M -~ 4Ut.ri'llatioe ot p~~· lllooD aMft Ntlen. a ,.nia1 rm.s.. 

ot tile ra" ot «rpe""'tllro abDwD 1a tile......._. aotb ens-tea • .t.~ 
N't'iaioe u ot Deoe.bor Sl.t will 'bo Cfttl•b:Je -17 1a ~~. 

II.J'.C. - 1111 
t'n "- lT, l.MO 
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llecea'ber 18, 1940 

poptpmiAI, 

Jroao Mr. ToW>t; 

!M follovillc 1a a ._,.,. of co-nh b7 O.ural Marahal1 
&114 Oeoor al Brett recar41oc A1r eo-dore 5looaor 1 o D0\00 Oil 
llalte4 Stotoo alr pro41lcUOill 

1. A1r Co-4ore Slootor1 o notoo VON 89p!U'U\l)' bue4 
on lneoaploto iD!oraaUon or vrltton vlth tho 
ultlaato ala of offoct1DC a chance 1Jl llo1to4 State o 
pr o4uct1Yo facilitioo . 

2. Tho opoo4 allll. arauont of Un1to4 Stot oo boaboro &114 
flchtort 1o cono14ore4 for tho aoot part oo good &O 

or ouporlor to their Britioh oquiYalonta. Tho 
opociflcatione aro tho reoult of Jo1Dt Aroq-JIOYT­
Brltioh tochDlcol conaultot lon baaed on recent ooabot 
n porlonco. 

3. h 1o ocroo4 thot nov pro411Ctln cep&ei\7 ohoul4 bo 
ruorn4 1D. 1arp Maouro for a4n.ace4.-4oo1CD. plllD.IIo ,.,iJIC DIY aooo h.p. ~lw •toro, eDch u•lCD.• to 
bo aloo thooo &ich oao bo ooouot \rao~ta4 lllto 
United Stotoo pro4D.eUoa. 

t . Aq paaral 1Jleroooo 1Jl capeci\1 ncb u oortoloucl 
b7 Co•adoro Sleooor ( to 41500 per Moth) voul4 l n­
Yoln a reo""r of 4olinrr obJoctbeo. 

O.ural Marahall o:~proo101 hh ooaoora u to tho effect of 
th1a trpo of orl\iola Oil tho aircraft Matoowzoro &114 oa tho 
con-Uon of cnar ovn alrpluo procr•· 

• 

/ 
6? 
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• '· •· ·n n t•• np•=-

wa • •u cm:mr· ,,.,, 

1ll \be VD1te4 nat••• Mr1•1 ,._ a .,_, 'lil'taf Yillt \o We 
• •-UT· 

than a ppear to - to be two •1• 41rMU,.. 1a wll1ela 

tbl I)I'OCJ'-• of a1!'orafi pn4QOUOD 1a tile 1J, S, A, falll 

ahort ot raqlli~ata of 1104arn wvtara, ,._ tba poiat of 

Yin botb of Orad B:I'Uaia Uld the Vllite4 Statal - 1\To 1a 

the ticbtial .rttoieq of the ai.NPan ._ tor JIN4..U• 

a.a4 1a tlleiJ' -bara, It..,, be 1'-bered tllet the -tri­
baUGD ot V. S, 1114ut i'J' to \be air war wtll aot ate Uealt 

tal\ to • raall7 aportult 4aii'M aaU1 \be aeoond ball of 

1941 u4 ear\T 1942. 

rt shttpc oP'ltSr 

·a. tM ' t • - MiDI ,. ...... 1a v. •· '·• 1IIIUe 

~ ........................... ~.._.1 ... , .. ... 

ialorJOI'a\a tile ~t 1•- tala\ U. I. A. P • .._. ~ 

tt.a tile NP\ial II lut , aote•lT 1a tiM 4tHet.tla 

of dat-.1.,... 11 t. rile tnee arr••r • ta pratuU• 

-IT 1a 1941, IMh u U. e•e•H .. te4 B.a. ... 11arUa a.26 

.a. • _., I • a "'--' 1a W. an.u-. .IM, altllnat 

ao v. a. • t •• a\ ,..,,., sa dill\ ...,..... tw fiPUIII 

ttrletn•r ••- - lllaan' ._._, - 1a ,., .... u.-
111111 u Ula ltiUIU ... 1\Ulilll - U. U.l- II I t tra WS11 

-. •• •••;ate rw llltll' ...,." _ _, 11111 -u""' 
.... w' '0 

~ 

... 

2 

ne, •a&' wi1 *aU ,_. Ullel 6 II sU l!l'W Ia SIP 

JIIS&H• C-~ tuu J' 1' .,_. 

,. .. • :a .. a .. ,... .. =' " .. ..,., ,. .. ..-M 

.... I 1 , ............. .,.. ... , IIIIU ... ,, .. . 

le or 2 

I S lir tlla fll 1941 - ftlp Ule ... .... 
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.aUJtel7 \o lie or allttiotc\l.T hlp ttpUq q..U 'T \o _, 

,..u, attMU.,.lT Ule requ:r-ta or Ule a1Jo ..,. 11y u.t daw, 

It ~" ta - leuCIIl wM.eh aUalta 011t -o \baa o\llla>a '"­

u- 1N80U or lad I l~t it b t.ho ••raou t.par'- el 

t il'e-pCIWe 1D UIO ftah\e, I\ h llaJ'4l7 tOO .0 t o M:f tllat 

1\ na \ho 8-11111 tlaMor Ulot aa<re4 &aaland 1a A~&pat Uld 

Sopt • beP• 

thia 1a aot t o a&T that 1\ ••• oalT t ho 8 aaaa whioh 

d14 tho tr1olt. It wu alao ( apv\ ~a. tho t 1aht1na Yal.u Uld 

train1111 ot Ula Cll'en ) t iM aupar1or partoraanca Ul4 quallt)' 

of t ho Br1t1ah t )'p&a - Burr1oaaoa aa4 5pttt11'oa. wo ~t 

ltoop that aupar1or1t)' - " coanot aftor4 interi or qullt)' 

aircraft u wall • • interior - bot>a. Art;f pt>o4uct1cm 111111 IIDwa 

that t o 1ntro4aoo a a ow t ypo int o oxbt1na oapoclt)' IIM.M o 

terr ible drop 1D pro4110t10D ot tho oxiltlftl t ypoa botaro Ulo now 

one ooaoa 1n 1n &a)' aaallera. t ho oaOO)' haa a ow ot Ida 41~1 

tho potoatial - \llo n- apaoo, uchino tooll aNI raw MWI'1ala -

ot all Ulo ooaq...,.e4 t01'1'1\or1oa 1 aot&'blT or P!'aAeoJ Ul4 alw:ra 

1c Ulo 'baclrpoud b tho poaa1'11U1'T ot \be Oot ·a, w1\h Ulo11' 

4r1n Ul4 ott1o1_,. ~loptac t ho , .. , potctial ot au.sa. 

4, It h, thoerotaro, ot aroat itlpar'- that at l .. t \hooo 

u. s. ttahtar t ypaa tor whioh- oo,ao1t)' b t o bo -\&4 1a 

thia C-V)' aboul4 'be & roallT all'llot&atlal &4Y- ca • 1Uih 

t)'poa - 1a pi'Oitutiora Uld at l ooat eqwal 1a t11ht1aa qali'T 

t o tho - Brl\Soh ,,.,., tho f)'ph_, - aoilll 1Dto produoU• 

in tiM v, l. I do 110t o1a1a t o lie a toohaloal ..,.n, wt I 4D 

aot tool that tho)' 4a o0110 ., ~ Wa • ........_ l'ar 1Dat.&Mo 

tile C111"U .. 171 8ioh •tart• oottial 1a 1a IIIIMtuUal -lla'a 

1a tile 8JII'lace _, &\\ala a'boa\ \'be •- .,... u U1e I JilUlH 

-.17. •• ,.. .~ ···- .- .. ••'"" ...... )03 

el tile e,ltftn IU. ftlo t1ft aq U.t, w1Ua u.o Mat dl1 Ill 

• ..u, t111r =mot ..-too w tu .. ll da a- tU1 tllll 
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1S].a\ UHPlAMI Ulia •T - tba\ w lhaU 1\Ul lana .... 
t1cb\erl be1AI 4aUnre4 111 &qlu4 1ll 1_, 1942. .u -
pue4 to the t~, the Ct11't.111 17 11 YflrT .0 11-, ... 
w ~ baa \Wba .)OJ w dx .20 • · •· -• ,_. apt.a\ 
the t- • 50 lUlU of \be CIU'UII. 

~. there are o\her .ore ....,.,.... tlcbt.era - 11114er 4nel• 
opaat. t he Bell .t.eroootrra, tor 1M\uoe1 ot whleb •• ba\ra 
aann1 haa4n4 OD orier, .., ba\ra a rather bieber part• na 
tlwl the Spltflra \hoach 1••• \haft Ula typh-, all4 t.ba tift 
Mn propoaa4 \he 1111"'11 aa\ 111U•t.17 ot 1 pea a till - .. 
aent -Uq to tl\'1 20 •·•· 1114 two .5() .-. U baa1 b­
ner, certala 401lbU'Ial. raatvaa IMh 11 a •arT bich 1dlaal 1oad· 

?0 

iq, Ul4 ita .,art-• 111111 \he 1aproYI4 .,..._, 11 1111\all .. 
.ut be to ·- axt-t a uttar or cODJaottll'l. 

Another t1cbter ,,. DOW un4•r dne1.,..nt 111 tbl UD1ta4 
3tatu, ll&allT, the RepubUo P.47.11 , 1111 baYa a uet\11 --
aent ot e1cht • 50 eaUwe CIIU aD4 a C004 top apaa4 1\ bip 
alUt..Se (2S'1000 r .. t). oa the oUier haa4 1 11114eratllld tbat 
1\'a pert• "• 10 tar 11 oa1T oa paper aD4 1\ w1l1 11ft t17 
llll\U ~~ w J'a~ 19411 wbeHu tbl typh- bat ba.a 
t~ tor ·- -u.. alnlq. ra11 .-pt a\ 1\1 
apaetaltsa4 bailb\ of 2S'1000 t .. \ 'f U --\ala M M 
1Ater1w 1ll 1JII4. pert• ·•• aDd ~raU.-1 c.UUea \a 
the t~ _. U1e tllba1111 Qttl...Sif \he 81'1\iab AU 
c..t111e ba\re ao\ '"'"'•"' u .. 1trable w ,. ln t• u. 

ht.b Uae ..... -.~ aD4 .... .,._u. •·•' ,,,.,., ... -w• 
•tn .. .....sa-w r .. -..... ate .., .. _, ..- M -
-8hl 111 lRpr .-1e preneUe, •-• \he tn•a• 11 a 
~ ... el.,..., at a vt .. _,., the lhln1-
'· btu Ill '' 11t M ... \1 t.ba q..U• at .. -.11• 
-... n a. -.. ... , ...,. .- 1a "' 1111tilll ._ at 
!Jl t ..... )03 .. •p'•" .... ,., ..u ... "" ... 1a 
• •· a. .,... a.t &~~~~ ~rtu• n•• ~ .., _. ... 
.., ...n-ua 1a ,.., V1a1a 1a t'~ s, t. \bat &~~~~ \ Regraded Unclassified



,,:~ ..Ulln, wtdle pea~ ·~- 111 lait\111& ,_ w u.. 
,)03 • u aot 11llelJ' to lie t'laU7 atr .. un aca!U\ u.. flp .. 

flit .,._ wldoh -t lie uaU.tpd .. Sa __, &Uwe.n 1i1r 1,_., 
for \lail NUGII U.. lir1\18b lilt .. \O -t 111 Ule f)$' IE 

81& 20 =• •·- ,_ •• \M7 -.- a..U.lale - a _.,. 
ot Cllll a&&illlt lfblob Ule7 lle11no 1t \o be qlll\e Sapou1lale 

to araov. IJI4M4, 11'1\1111 poUq 1• 111\Sa&Ml.T w bra-

to •- cu- 111 all t11!1'-•• 1Ml lallinc alaU., ~. 

7, n •-• w .. theHtoro t.bo "'' ohaDH ot ,.'Uac 111 
••ba\Uit1al -ber• lil)' 1- 19'2 • roal.lT .u>kod •- 111 
\M apbol'oa both flit ,...r.. n a aDd ann1 1at, 1a tw v. 1. 

1D4uU)' to JII'Od•• the ~- • • tno ot wtdob, 111o1da\allT, 
I han lUUo 4e>Ut " Oftlcl aaUit')' tho U. 8, Air CCII"pa t.bo\ 

t11q oCIIIl4 Mlto nr)' n1uble uo 1D _,_,.. the up. 

cmtl 1D fnov ot pro4•1Ac A8er1oua u .,.,,It ill'1\18b _.,.. 

1D u . a • .t.. &N wll a-1 blat 1t 1a bar4 to llellon that 

t ho 41tf1o111Uoa (..,_,. u tv u f1&htva are •-rarS) 

are wua-blalo. t11o Pl'o4•Uoa ot tho a1:rh&M abCIIIlcl lie 

l'al&Unl)' e&qJ U.. sa1D 41tt1n1\)' 1a loillr w lie \o _. 

tM • .,., the aooo ~a.,. ••t• aa~~n. 101t11 flit ,_ .. 

11rfo1Yo tllr -uoa ot - .., .. , \7, aDd 'both w111 lll'J'Ol:n 
d1tt1o111Uor 111 the 411' .. uoa at ••Mno Wela. ..t U 11 
hiM \o MU- that tho YUt oa&lMG'ill& naoveu _, flk11l 

..,.,.,1. Sa u.. v • • • " ·. 1t l'eall)' .,.__.1)' 41Ne\M al .. 
t.11e rtP\ t zd•, ...u ..- -.- t.bo 41tt1n1Uoa _. 

Pl'o4ue l);t • :a_. u.. •Jrilll et 194a. 

ll'n· 
a,. 

( 

a1 .... 
, .. -.t.n,1 tile 11•u• 1a Uda. 1M "3000 a_.. a.elbb­.... , ......... ,1 ,.... ... ., the ,sn.. .......... 

- -.u.. ........ tile ... 11.000 ....... .... 
,'~itJi ...... ttl ..... uoo • .... lid ...... .. 

~ .... art' , .. - _.. I- fll a1nlsll I$ dtlr 
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... ,.n ... or- •...s• ~ MU~ _._. ..._-. 
f, a. Det- prop • ftlo Jtila\ f. a. • II'U181l ..,.,1. 

IIIIUII w11l ,...1117 bo Sa aU'- 'r ,_. ltu a jil I 11a\ 

.-.. -u bo el \lie ...... el """ ..... , ,1 I U I -. 

II wbl ... a1T 1~, • 1, a-- ..U M benF 'III lAUe 
Na 'hRDd tiCVO 11 Jtrt -.JJ' UUle, U _.,,-. U... tala 

,ro_\ upM1\7 II OW I ~. W • Sa Y1w e1 tile ,.._ 

1111111\J' el Fl Up -lOU ... wllu,.. ... Sa'-'• II fttll 

~-u• 1a ... leal 'r 'II "'••. u- s.,ooaMa w at 
Melt u4 uaapt a dtuUa 1a 11111 ... Ule lrtUIII ... 11'. I, 

Air , .... , - M lllol 'r UO 'Mfi,RDW a '*'I 'MUa. U 
w1ll ao doOt M HCIOIM« .... , lll•'*lo el•·•t• Wale,..._ 

olll411 \1M pon1111Utr ol -•taa a.,. hnllor UQUUltr Sa 

tile - ti&Wra. Ia\ \Mr. •- •- r•u• '* ...,. tllo\ t11a 
•eelt!u tool altaU• rill..._ u i1 111C""A __ , 1a Ule-

tilt-. W 1a _., w•t ..,_1_ 1a tllo 11'.L bu ..._ 

\hat, .... - b raall1 ........ , u, 1\ b ........... 

'lila\ ua M ·- 'r ..... oat 1ak \lla hh? J'l ... 'diU ... 

-:rt•1 ua o1 au -'• or ld"n -=-•'"• - nr Sa- ter 
ftMit IUIIIII .... U t.be Ml\ il ... antJa)1et .H .... 

wltll ................... \lla ,taa• ... tM1a el .... 

••'-*la ladu\17, U ..U M u .t.la.U. el WM' '* 
....,, ... , -.,. a .u .. or..._,. • .,,.._..._ ....... 
.., 'llllllftel ............ I'Ml.. ..... ' .. .,..u, 
1• IWII 1a .. .,. ... aaaal-W 1a \I ,._ ... U rt • '* '- n-... ,.. -. .._ ... •=-.. u.a .. •• ,. .... 
tar-. 
t. U a ,......_ AUIIU• C ,... ... ... 7 I" el 

,. ... ..., IOU') .. ,.., •• , - ... ... •• *- .. 
• ,, .... .. ... _..,_,_ .. u ... ar,.. ,.. • 
¢ U .. a J1 t ,. • ..... Ill t .... 3 1 ' .,. I 

....... Cu ., ' .. .,.. ........... .a ...... u 
I I '" ftr IIJI a _., te bo , .. , .. -"IF Ia ltll ... 
.. .. .. N1 .............. - ell,... 

• 
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• 

o.r &Sa tiiJtwt•• ~• M t1u\ k --. ~ 

..,..u., tw a\ leut • ..uu-.1 _,., a ..ua e1 a ' 0 wcA 

.,. el ~ , .... -. a1au wll!tll- el Yl'-1 ,,.., 

w tM .., .. , fll Oa '0' acA t.a ...._ Ulen b a ..n­
d.at1a1~ a ,.._, pnp u. 

lbb abo.al.4 M t.U .. ed AI ·- AI JIOIIl'?lle attw Ula 

tal\ •\a&• 11 _._ '!NIT <117 -.b.ieb ••'-' plau ., .. ,. wt.U 

~~a .. !lee s-... ed u abwa ta 21, ,.. -\11) 11r \lie -ua 
- Jola' IIIIIID\ ot ••eiV fW \lie ....... u. fll-.,.. 
w WSJic \be \ftal. at lhllW 1\a\ea J"4•U• .. k 4,._, ·-.... 

• 

• • ' 

\ 

.. . 
' 

••• 2 • .,..., ltet. 

• 
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E.c.RiT 

m u. s. m "I!!!'TI!'I nt!Xf•= 

&sgpcl lott lrr lli c 39" Slt11c. 

• • • • • 

1. .U a reault ot Yiait. to ee:rtaia &irora.tt t aotorlu a.o4 to 

•rtcbt field, t.DCl ot t'U:rther cl1aeu ... lcma w-Ith U. S. Al.r Corpe ottlcera, 

t thlftk U u.t be d .. irable to upl11'J tbe Tina tXJX'IIatd 1n 10' note em 

~he u. s. Air produotloa prccr ..... dated 2? Honobor 1940. 

2. 1'h.ert are tw-o -.in desiderata in the tbl4 ot aireratt 

producUoo lA tho thdt.od Statu, trca the poiAt ot "fift bot.ll ot t.llo 

BriUtb .l1r Foret and o!' the o .. s. Air s..r.teu wbo haft t.htir on 

croat prccr._. ot upouiOil. theae are (a ) t.bo Dood t.o prodQco u 

larp a a.ber aa poaaible o! adequ.t.e c.bat 't.ypea to ... t U.. requ.lre• 

-ta o~ t,...,..Woo aDd ot ....top !..D tile cupatp ot 1941, aDd 

(b) the aetd to prod'Dee, 1D •• l.&rae qv.a:atitiea •• poaalble, 

drcr&tt ot .lapt'ond pert'~e aM tirt. poww tbat w-t.U btl bttttr than, 

or at hoat &I cood a1 , the greatl y t..profld tJPtl tbat we auat antlclpate 

will toMI a Mel> proporUoo ot the en.., air torctt lA the cupo.i£11 ot 1942. 

J . UDfortUDattl7 t.beae ... ldwata are to IOM ext.eat cODtllcting. 

Ir wt wert t.o attn~ t.o IAtr..mc. t1>o aw 1942 t1l't• IAt.o o.Ut!Ac 

ca;:t-clt7, the r .. ult COGl4 ODlT 'be that •• ahoald aot ,..t &4~uate 11.-.bera 

or awttAa t71'ta darlA& 1941. Tbe RCPtt.!Oil lA -q prt"fiOilt aot.t, 

~n:r, .... t.bat n Ooi.W1 aat. ~ ill t.M Aft sewslt.r k bt qrattd 

b7 txtODd.IAc tile procl1>ct.100> ot uiat!Ac t71'ta, but tboold '"""om a t 1oaat 

•- ot 1t t« tl>a procl1>cUOil ot - t1l't• which are a r&a14 nl>at.aotial 

·-· ... th- - lA prodaaU .... 

4. 1"114 prni- 110t.t 4aalt •IA1.7 with ti ... tara. U 1t wwn 

poulblt to aps>l7 tho torocohlc priDcipl<o t.o t.bo prod1oot101l ot *'btra l t 

....U ob"fiOiltq 'bt .S.ol.rablt t.o do ao. !"llaro ia, h-, ao RCPtt!Oil 

t.bat .. ohOilld a~ t.o ,..-. the Jl&lltas or St1rl.IAc lA U.S.A., I .SO 

aot 'btliaft u ..u .. 1 "''" t.o IR s.on. nl>tt.aatial ...-u .. • - .. 

t1l'tt 'btt_.. - I , I . \71" -.,. caald 'bt p Olt 0 I I ol ~ \7 ~ t.o 

•1U... 

5. M _. ~. I ~ - U t~ t.bat -q ..--10il& 

- ~ • wlt'el.,.., •· 1. ~ ~ y tw V#zr> lllat I 

~-u. 
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- 2 -

n 1 , u d ttill u , ccccerned abou-t 1a wbethu t.here 11 I.Q7\.h1.na' no. tn 

t!pt w1>1ch • W be o: ouft1<1ootq l>!p oll-r.....S tlpt la& q...Ut 7 -

1pted, olbb, MftOeU'ftab·Wty, and TOl-. u4 hl\tlac power ot tb. 

~·:at ... t o be ~~ •ttectln apin•t the bo.ber• or v•tlr iapi"'Yed 

tpetd, a.riiiUitnt and. arw.our that 1t 1a onl1 prudent to .,.._. will bt .. t 

to tbs •wipq aM IIJM•r or 1942. J.nd , U • • are to ban C1Chter a or 

that ttu.slity in auttioitD.t nwabera b7 that tbe, we thould bt or .. ting 

U:.t capoo1 t.7 tor them D21• 

I do not euggeat that !!! our tlghtera cuat or can be or thle 

bleb quality - obdouel1 thoy eannot be; the !lurricane now 11 urke417 
1n pertoru.nce 

~er1or/to tbe Spitfire, 7tt it 1~ still aboottnc down a ereat ~Huns; 

&.~ wt 0\U"atlT .. in En&laod ab&l.l still be in l.arp ICale prod'l.1Ct.iOD of 

SpU!irea 1n 19L2. a·ut. at. least &oct 0~ the a .. C&p&C1t7 6<* to be er•te4 

SA t.bh eountr, ahoul4 be allocated to the produet.ton o~ a reall.7 firtt 

6. The Foblt.lll 1a what typct to select tor tb.b pu.rpou. It IOC::Q.S 

likely t hat the only way ot achieving with cert&intr Ute rtcquirtd tir e-

power and pe:rforMDco rlll be to make UDe ot much h-igher power ed eniJ.Del' 

t.h&D an,. now 1n quant .1t7 production. In •1 pr1"fiou1 note I •u.ueated that 

the btat aolutloo would be to produce the Typbooa with the 2000 b. p. 

~apicr Sabr·e encino in tbiz eOUDtry. Tbo crux or tbio 1a tbe pz"OI!ucticm. 

o! the Sabre t Qiille or • hieb the drarin£a are now i n tbt bud• or the o. s . 

tee!a:leal ezparb. I w.ct lbe ?ypbocm still hoUa the tield a& the beat 

l9U t l;btcr ~ t.n produeUon. t"'>-e onl7 pou1ble &l.t.en:~.at.l'"' • oult ._ ... 

t o be to build a !1cht.r rotliU! eit!ter tbe 16SO b.r. itolla Crlt!'oo (•hleb. 

a.ldJt be 1ntrod:uced •• a tollowr-ca. tor the l!er lin a t Packard'•) or one ot 

the hie racUal eacinu eomin; into p:rodUctioo in t.h.h count.r7, aut'-b •• the 

l r11j!>t ))50 or tho l'l"ott and lbitoe7 2BOO. I c ... ot bolp dc@ting wbothor 

it will be poulblo to achl ne adeqUALt e overall pertorii'IAJ\ct in a t1shter 

• 1tb oce or t.he bia rad1a1.a J t he Britl~b teohnJ.cal ot'ticera ban not taken 

a f &YOW"able Ti .. of the onl:y tighter at prezen't. proJected Ull.na tbt p aDd 

'I 2800, nueq t.be Repu_bUc P.47. I t M7 be potaiblt t.o iat.roduce aueb 

laJ:roy-.nta into tbt Bell A.t.raeobra and ll.l.bon QC1.De &I • W &in t bl.t 

t,. ~ IMC.tleary pu-tor.u.c:e • • well u p:a•po-w •• &D i.Dt.ert. t 7P1; aDd. 

Ia IQ' 110to ._eel to Sir 801117 S• ll'a letter or Doc- Uth I han 

l'ee:a.trw!N \&k:1.q: a cl'.aallee ce tbat. 
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- ) -
7. To """ up , the U. S. type t:l&lxtft'a ...,. cocd.zlg into pr-oductice 

ouch ao t he Curtiae Hawk 87, the llortb '-1C8ll 73, aDd the Bell .liracobra 

with erlet i ng armament will be V'U7 tandd&bl a t1sllters tor 1941. For 

t ho t ighti ng aoaeon of 1942 we sbould endeeYOUr to produce 1n tho UnUtd 

States, troc new capaeit;r to be created, ae 11&%17 tislltera as poaoible with 

1942 fighting qualities - which .eena at l•et /JXJ a . p.h. at operational 

height and mult iple cannon. 

1.5, 191.0. 

03VI303R 
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.. ..., • 
WAlt D~AitTIIIIINT 

COf',PI'P'JFICKIC:II M TlC& CHID' M .-r /I#F 

---···"* 
Deoeel>er u , 1940. 

IIOORAIDOII tor the SeoretuT ot the TrM8111'71 

11J clear llr. llorpathau1 

I ban b&cl Co-o<lora Slaa.or•a uotaa oo the llbitacl 
States Air Proc!uct1011 Propoaa cbacl<acl Oftr br Gaeral IINtt UICI 
h1a otticera. Die tollo1r111& era tlw1r -te• 

A care.f'lll ·~ ot th&M uotaa 1ncl1cataa cl.-.rl,T 
U.\ they are 'buecl "PPD ...,...plata imaet1ptica UICI 
WoraUca; • t.ba\ Co-oclore Sl.aa.or W not at the cia \a 
ot theM notes coulnlltacl with or couterrecl llitb t.ba Air 
Corp a eupueara cbarpcl 111 tb deftlopuut UICI proclucUcm; 
tbt.t t.ba Wo~Uou ae turDJ.abacl 111 h1a uotaa 1a couizoar7 
t;o aw:h ot ·the Woraatiou turDJ.ehacl b7 otber aeel>era ot 
the Br1t1ah Purcbaa111g eo-1 .. 1oc 8\ICh aa llr. h.irq, 
Collao®ra JIIID..U UICI Co•'dore IIUerJ tbt.t he baa not 
peraoDall,T gone 111to the clato.ila ot 8ZJ¥ ot our la tar aoclel.a 
oor baa be Ulllliuecl tboee aoclale, wh1oh era aw.ilahle at tile 
ftl'iOIIS fao\oriaa. 

Aleo, raad1ll& be- the u-, it ·~ U.\ c=udore 
Sl••-'• W.u-\a o'bjecUna are• 

• 

~· ~ 111 ~ca ot a ...., lrit.iak claa1aa ~' 
airplaM. 

• · IDcreuacl prcduUn oapacnv ot the Uer1C8II .u-­
cntt iDilutz7 (1 ••• boa 2,00 a1rplaDea. _til, .. -
Mt ., to 4S00 airplaMI 8 -til 'llir 1943) 

OeDeral IINtt aat.lttacl - tollold.D& clete.1lad -te· 

I 

6llls. - It 11 atew tbt.t• IIJio v.s.llaUer - ~ 
tor ts.ptiq ~117 with our - haa'IIJ ballllrl'a - Slo ~·· 

crrnt- n.. t1ra ..-.. ot u. •~~t;arUac" ..... u,.,. 
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British boabera consist s of ei8)lt ,)0 caliber guns IIO\IIIt.d iD 
thr" turrata. !be f ire power of the B-24 (Cooaolld&t.d) and the 
B-17 (BoeiDg) consists of six to sa.,.D .so caliber and one to two 
, )0 caliber, or U>e equ1w.l.et of tweln to U>irteen .)0 caliber 
sun•· Tbe oTerall coabat ettician07 of the Amer i""" bollber is 
considered superior to U>e Englieb. 

Co....,dore .llane.U, in uatinae rlU> our tecbnica.l. 
epeci&liete, bee stressed tbe daairebUi t7 of Ule Br1 tieh cheJt&iD& 
troll ,JO'• to .so•s. B7 ,ardaticlt aethoda, we consider one .50 
equal to two .)01 e iD a boaber. Protot:rpe of two IIOdele of 5300 
aile boaber proTidas for fourteen .SQ•a and two .20• a. Theea are 
scbadulad to be ~ tor production iD earl7 1942. 

~ - 'D>e production articl.ae ot boU> the B-17 (Bosin&) 
and U>a B-24 (Consolld&tac!l are at 1eut the equal of the British 
trpaa now iD production. Tba &dttntagae d• to turbine aupe:r­
ch&rlar iDetell&tioos ot U>e AaericaD t)'pee ben been atreeeed br 
taclmica.l. and tactica.l. repreeeotatiTea of the British PurchaaiDs 
Collllli eeion. 

New TYpes. H!O![!Y l!o!!!btrs -The planins iD product1on of 
the Br1 tieh boa here now in production would require &t leut • TSU, 
and probebl:T t wo ;years, iD Tiew of tba dittarene• iD Aaericen • 
technique. Tbe Ara7 now bee under construction earTice teat orders 
of a beaT7 baRber rltb cre&ter range, with creatar fire power, rltb 
sraater eJ>Md, sr-ter boab eapaoit;;r, than either of the British 
bombers ~eacl • 

.!!.· llG!!'I'EIIS (P!II!SlJI!) 

In regard to c.,..,arlll<lD of the British 0 llurrlc:&JM0 and 
"Spitfire• with the llodemiaad pursuit t)'pes DOW iD proclw:tiOD (1.a. , 
Ula Bell 1!-)9, and 118publlc P-471 and the Curtiaa P~) , tba tou­
inl co-ante ue pertinenta 

%be Re]) P-39 is etu1ppad rltb ODa )7 - · C&DDOD, two 
.so caliber 117DehroD1ud cun• iD the noaa, and four .)0 caliber winl 
sun• u coapa.red with tboo Spitfire ' a a1sht .)0 caliber CUI) • 

The P-47B (118publ1c) bea proTie1on for e18)lt . 50 cel1ber 

wins IIWI•· 
%be Curtiss JY.OD bu a noral equ1~t of four .so 

eallber wing gune; prortsion ie alao aada tor nbetitut1Dg t.;o 20 • · 
C&m>One for two .SQ•e . 
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Dol c:wu.. 1'-a {a atop .-p &1rpl.aM) 1a eqq1Jiped nil.'­
.so callba' ,..a ...t roar .)0 cal1ba' wiDe ,..a. 

81 

Tba ... aatallati- &lid .-t det&Ua ot all u... ail'­
piAMa wn _.u.-\ed ld.tll npreaetati- ot \be llritiall eo-1•&1oc, 
bleed on ooabat ape:rieDce «-11 •_'!)• .)..u6 I \ aDd ffer!.fther· 

II!! l:mM.- .. - llitll c llonl Sle•-·· IRa~ theta 
•It 1a of cr-t ~ Uat at l.Mat tboee U.S.fidltezo t;rpu tor tdli«* 
.,... c.pac11;r 1.s to be created 1.a this COIIDtr'T eboulcl be .....U, a ~ 
lltaDU&l ...mmc. 1.a llr1tiall t;Jpu - 1.a prodiDcti.oD• {see ~ 4, 
pap 4:) . It 1a be" oud \bet a 2000 botwpoaw l1qld.d tt , .. oac1.a 
1s aeiMDtiel. tc - th1.s reqw..r-t. 1M Pratt & Whitllq A.1rc:ran 
Co~Ql~Ql' c!acaa~ \be .s.-l.o~t ot u.. J.zrt(T ~- ot tll1a ..-;. 
at'ter t.bq ..... well ....a... -:T• Dol • ..,. bu ... ~tal 2000 ~ 
powc ~eel~~. A COD!....,.. betas.., \be Ant'. 
lla'7 aDd llritiall, nu. u.. n• ot det.en1D1a& w~~eu... the .. ..,. 1.:r •• 
•elM or tile llritiall SU.. 8QClM alloal4 be port iDtc pzoclw:U.. ror 
this parpoM 1a ld&!>l;r dee1raba 1.a new or u.. Pratt aDd Wblmq cbe:)p 
1.a ~tal poJ..1.c:;r. Dol lir1.t1sb 8D&1De .._. to be 1.a a ..,... ad­
ftllCud nate of ~1;, J'rondud the IGii.ae C11D be - u a llebJa, 
tile prodlacUaa ot e1 thar U. T)pbooa 1;rpe or U. -.:au d8s1p couJ.d 
be ettectecl. 

C 'an Sle,_.'• ..,...u- U.t tile pc: ta:u- be ' _. tc 
4SOO a1rp1aM .,_. ..U. 1.8 a .,......,.~ ot \be req-..t ot ~ 24 t.. 
additia.l Plodlactift -..cur. Dol - ror ollh••<nc t.1o1a t _. 
proclw:tioa appears to be ~· Dol sa-t pco4&U. ~- .. -
eat vp ~.,.... 2SOO ~ ;.r ..U., ~ Ouoc t ~ 
oou ut.boti.M4. twtc:tiw llr1t1all --. ror 12,000 ~. - 'lletloc 
placed, an ..utc:1•t ror u.. t1ru1; •• "ot tau ... peel tift 
ca;ac1tr, .....,.ned-, .ur c I I •• ro .. -. ~ a.t '-'Ia tile~ 
&Dd lr1t1* plaoe ..wt.u-1 Cll'dan rw at laA 24,000 ~. tw ..._ 
ll'fVJ' 1a 1943, at .. au-~ cats. 

W&WCWA mR'"• 
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Pw ''F• I- tnc:)teed to t.11aw tMt. \Mn 1.a- al.'-ior 
.,u .. ..aw.d t111.a na'-t, lln1a& 1a n.. a CICIIIIPlfte ~ 
.-t. ot ,. t ,_ ud ... a \ p1 a ' o. I .. deep.q oooc•..t 
OftZ' ~ ~ ftiD, Ule +rhwllt'll ftt. fd pl-. clalifti'1N to tM 

.lrJq; tid I •' •nc- _.. :r 11'D114 Oftl' ~ poeaible etreota 
of the pre.-t s 1 11' a OC'ta1n ~ td ~ pN&F, parUcnalarq 
if lfllllpol"t.cll'T sta~t. ..... aa tld.a tra C: lift SUNOr. 

n u •-.1. -1. Slw""O" .-u be dcCMte.s 1'T ~ dea1re 
to beJ.p ~ lri.tUia ait.au-, be CfW ...... ficial Ilia .._ledp fd 

coadit1- 1a tld.a tat....., be at~ -t. JCr iatenn an 
.-.tar ce - sl.taa-, uod I - worried O'fW ~ diatarld.nc etrec1. 
tbb 110rt td WAc llaa ca tM aJ.zpl.au ...tactver &lid otMr a.pocire 
ilm>l...S. 

0111' proi!Ua u llud _,.p aa it u - in U.. td peaor wit.ll 
an .,.....stricrted ..-. wit.ll ~ -n..d irtweete of lAtin .a-rica, 

Cbira, ~ lritiall a.pu.., -.! oar - .....t «q>ula1ca - bat it u 
._...n11wz s1a&l;r d1tn"'lt uod ....W .....s.t ~-no. 
pn-, - _,. ; N, u..t -.ell td wldch bu a sped•! 
parpoae 1a ll1loll. ~. ~ .....-t pllbllcit,r .. _ ... direct­

ed. ap1.u\ JMr1aoD t,rpu td pl-.e in ""I'_. aa a retl.ect1at ce 
the e-n1 et:r1c:tecv' td oar J!I'O~• 1a ...U,. an oortzoapoae pl­
ot ..._, e. 'ftllo lriti.M Gowa t aa 11.., wbat t.llooT pled tor, 

in - - iD- -s-~ in tnininiJ - •• uw 
'be1nl ._.. 1a U. ..- ~or U.1. KtiaD. 

Pl.-- a....J. ~·· --~- ~ eal>jeft, *loll 
u ett n •• • 

...cl. 

SECRET 

82 

• 

Regraded Unclassified



lWl IIIPAIInllft 
Public 8alatlon. 8nu1eh 

Tel. - liE 6?00 
Bra. 3438 an1 3425 

llooe..ber l), 1940. 

Illlo!BDIATE !lELEASE 

llajor General Oeo. H. Brett , Act.1111 Chief of Air Corps, ...te the 

rollowin& c0111110nte tods,y relative to the release o! Artlq &irplarea tor export 

alii the consequent e!!iciency o! such airplanes """ 1n use by the British. 

•Prior to llarch, 1940, i t wu the policy ~ the War alii Na"7 Depe.rt­

n:ents to r elease tor ! orei&n sale onl_v such equ1Jm)nt as •• classed as 

obsolescent. Ualer this pol1c7 """V airplanes, only 110me ot -. ich could be 

,..gardod os Ul"lited States Arrq tn>es, •re purcha•ed by and daliverod to the 

Brit1m and French Goverl111!8nta in the tull knowledGe that they .,.,re not the 

latest types. 

•At. the 1.r~nt request at F.rei;;n Purchasing Coaa1uions, the 11t.r 

Department reuued obsolete equilX""nt (the A-17 planea) ,.,1ch ""re used 

only tor pUot t.r al.ninj;. llinety-three or these airplane s were turned beck 

to the IO&lll.lt&cturer by the A.-. 1n exch~ tor neoo IIOdela at. tbe inal.atence 

ot the An&J.~nch olt1c:iw alii alter the Arm:f Air Corpa had -.de it clear 

to them that tl)eae. airplanes 11ere co-.pletely obsolete t or !i&htin& purpoaaa. 

:"The IE-7 Don&) as bcd>er was in1\1all¥ ordared by the French an1 

taken over by the Brit.i.oh 1n considerable quantiti ea. 1bis co&ba t airplane 

was not toun1 acceptable -..n o!!ered to the Air Corpe b.r the Dcuglae ~ 

1n a competition held early in the :tear 19)9. 

"The llart.~lh7 baot>ar, tor -.1ch large crclere were placed ~ the 

Proncb and t.elcen orer later ~ tbe En&Ush, ... 1.1Jar.,iae t ounl to ba ...,... 

acceptable by the ~ 1n a cc.petlt.ion held 1n AJ2'1l, 19)9. 

•n>e Curt.isa P-36, whidl waa purchased i n conaiderable oucbara ~ 

Prance, •• dlltendmd b7 tha l1r Corpa, 1n oaoopet.iti.Dna held 1n 19)9, to ba 

obaoleeeent.. 

83 

- ----
'Qa •re11 25, 19¥)1 tba pallq .. l1baftll.aacl to penoit tba Nt-H 

ot I!!Cidern ecp•'pe'l& tor t-ieD ul.e p!'O'rlded .. l.rjllowed mdlll at tbe .,_ 
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date, which ,.. before arv HYl>N air ti&hting had occ:un-ed be-n~ and 

British or French air forees , the tint model of one of OW' latest pu.rsuit 

planes, the P-40, was 1n production. It -.nted tour •chino gu.oe , bt.tt had 

110 amor nor lA!alcproof tuel tanks. Some ot these early 110dels were purchuecl 

br the British and it is understood tbet atter the addition ot t .. •china 

BW'" and leakproof tanlal lind l.ir.ll.ted illprovised &I'IIX>r, they were aant to 

!ngland. lheU.r an,y ot these ~. have been used in c....,_t ia unlaxMD. 

0 \\hen the P-1,0 waa released to Bri tain, el thO\Ijlh a modern plane, it 

•s rept"<4ed as obeolescent b7 the r.ar Departmont which waa plA!ciftr in pro­

Qiction an improvod model known ae the P-40D llhl.ch has greatly increased tire 

power, leakproof tenlc:s, a nd JrOtective ..,..,,., 'nlese planes are now being 

11\Mutacturod tor both the United States and Great Britain. 

•n.e above statennta abculd clarity in th e lll.n:la or the Allorican 

public the tact t hat. the •:ar De~rbl:ent has not only developed but is procur­

ing equiproont llhicll, b-ee al1 intol'llation that can be secured by our obsernra 

in Europe , is equal or superior to that now omplO)'ed abroad. 

"Close relationship baa &ld.sted between the teehnioal -bars ot the 

British Purchasing Catm~ission and our liar Department. Every edYanUg<t ba.o 

been taken of the lessons learned cbrin& the liar • rd the 1n::orporation ot ,_ 

features of desisn and equil"""nt hes been made as rapidly as possible in al1 

the equip:!OnL """ unw production. ~ the d.,...los:-nt Ulll productioll ot air-

it necessary ,_ben are to be ob4;al '*'. • 

-2-
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WAR DEPARTMENT 

OFP'ICE OJ" THIE C HIII.F Of' eTAI'II' 
WAeM·~ 

Dee.l6, 1940. 

Enclosure to le tt.er a1pd b7 tJ>e Chief 

ot Starr dated Dee . ll , 1940 to t.he Secretary 

ot t.he Treas..ry , llhich waa delivered about 

1 P .I!., toda,y , by special cuaonpr • 

... 

-

' 

• 
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Personal and 
Secret 

December 18th, 1940 

Dear Mr. Secretary, 

••m•• •• .....,, 
WM.Iacno•, D. C. 

I encloae herein tor your 

peraonel and secret 1nrormat1on a copy 

ot the leteat report received trom 

London on the military situation . 

Believe me, 

Dear Mr. Secretary, 

The Honourable 

Henry ~oreentbau, Jr., 

e&nited 8~etea Treaeury, 

waab1ngton, D. o . 

Very einoerely youre , 
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~ ao,al ·~· wtlltlll •Ue4 011 DM•'IIe• 13tll ,_ ~~an-

_,la ....... , ...... , '11-a ...... 1 ....... .... 

tallM to -- laW al..-la ..,_ _, 'lie •••• & 1a ... 

'file e. e. •Oftri• llaa al'l'lw& •h~ lJI .-t• 

a. 1111\err. 

Ua1ua p.a ..... tau. llr taa. o ..... - • .,...,. 

11141 .. \M _, tllair a'llen1 n nt flit eqlliJIIMit n4 er&Uain 

ot ~1r atttean e4 hMiet 1Mclen abo an ecaaiMN& 

reapcaelllll t011t the -~ ..... aitla Ore••• 

3• MD1 ear ""'• 
Jipt el Dee ..... 16~7tll. A toW flit U0 

IIM'f)' ... I ..U• ~N .... le4 .. , I "'7 I FE II hil 

lttllk ...... , \Ill 1Miatrlal ........ , .... ,... All .... u&~---·--· 
'· 1!¥ • t!r Part•• 

....., llHNft - .,. .. ,ua. 
••taa 111&11 ... •• ....... , .. ••- alewa •=•=• '"" 
kl11a& ... 13 ...a..al, ···= ....... - -'laM .. ........ ~ 

s. u .. ..n ..... ua.e aa ...,.una .._. _. ,._ 
... , ... ,ale .. 

D $1 ftl. ..au-. ... , n ••••••• 
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nm••'•...n. 
Wt.e•leCTO•, D.C. 

Personal and Secret 

Decombor 18th, 1940. 

Dear Ill'. aecreta1'7, 

I encloee herein ror ;rour 

pereonal 111!4 eecret inforwoetion e cop;r 

or tbe lateet report receiYe4 rrom 

London on the military eituet1on. 

BelieYe me, 

Dear Mr. Secretary, 

• 

V•l'7 einoerel:r ;roura, 

Honourable 

Henry Morcentbau, Jr., 

United Stetee Tre .. UF.J, 

• 
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RESTRICTED 

SI'l'IJAnQ! Rll!!'9RT 

• 

K.I.D., 11.0. 
Dec:ember 1.8, 19/.o. 
l2100 K. 

• 

Thia lllillt.&rr situation report ia iaauecl b)- the ldllt.&rJ 
Intalligenee Diviaion, General staff. In vi .. of the oeceaioaal 
incluaion of political information and of opinion it ie cleaaitiecl 

aa Rastriotecl• 

I. Wastem Theater of war. 

i. Air Force Operations. 

Uniavorable weather prevailed. 

• 

The German Air Force executed no off-.sive operationa. 

The ll.A.P. carried out amall niBbt raida apinst llam­

hei.m and the Cbannal invasion porta • 

II. Greek Theater of ria£. 

The heaviest tightina 41P()8&rS to be in the Tepelani-Kli­
aura erea, where the Greeks have been able to make little headlrq. 
Apperent.lJ', Italian reaiatanea 1a stiffening in the Porto Pal­
U'B& and alone the coast road .mere recently the Greeks have llllde 
their farthest adYanees. Air activity- 1.1aited b7 weather. 

m. Hediterr- and Wem Theaters ot II!£. 

In extreme western L1b7a all Italim strongholds except 
Bardia, where the Ital.Una are resisting stroncl.T, have been e.­
turod by the Britiah. Tho Britiah mechanised toreea heve appu-­
ent.lJ' J141D8trated ... at of Ilardi& to the aa1n Bardia-Tobrult roed. 

1'be Italima claia to have iDcreaaed tb4l1r air activity 
over ...tern I!Qpt. 1'bera ..... wideaprnd mnor raida b)- botb 
aides throu,bout these Uleatera, ineludini 1n appareot.lJ' effec­
tive Itali.en attaelt on Port Sudan, on the llecl Sea. 
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TREASURY DEPARTMENT 

INTI!,_ OFFICI! COMMUNICATION 

DATS Deocber lB, 1MQ 

t:on:uber 18. FBI la moni tori~>£ Oaecboalo't&lda twlda 1.11 san hfmclaoo. 

l.ovomber 27. FBI is wat oblD& Italian bank accounte 111 the Loa Allgelea .,... 
thro\lc!h contldM1t1al lnt'o:rmiii>U • ployed lD loay po81 t iona in Tarioua banD; special 
..,, . ..usle 1s boi ng placed on t h e acoount ot a dater or Cesare Gr1nald1, reported 

11 "''t•loi been " to:mar boeyi\IU(I ot loluaaoU n1 . 'PBI ia aleo IIOnitorill£ .1a-ae 
bW. accoi.Wt l 1n t.Jle aaao area. 

tec1111>er 2 . A re;.ort \hat an otticer ot \he Ool'D ~cball£e National Bomk 1D 
i'!lllo.lol r•ia nat es t h6t the 0e101an Oonaul baa not bean IJIIil'lllg "'Il' bill b7 ehect 
11oeo Januart 19~; be baa - l>MD pe;yill£ his hotel hill 1A cull. 

Dec..,bor 13. The Dutch OoUUlAte Gelleral 1n New York City baa l een1ed no. 
tho CUtcb nttboaJy 1n London tbat \he Nash 1n HollaAd ba1'8 contiacated an ~ 
ll>~t of Dutch paaaporta 'IOhleh are balD$ i aaue d to NUl eaplODS&e aaeato, 

to Geraum-J"ewleh agCIU wbo are poaiD& aa Dutch ra~. 

Deconber 14. The Ge:naan and Italian IU.n1atera 1D Ouat..aLa are aa14 to be buJ· 
!co up U.Hed St ates bank notea, preterabl¥ ot hip 4111aa1Aa.tloa. 

Doce>l>er 14. A atrilte wu called 0.0.-bv ll oa the Stan4ar4 !'Nit Cca!~'~Qr 
u :.ew Orleans ; tlw boata are ot HoA4111'811 ~at.,. and tho at:r11at 1a an14 

10 be le4 by ea-wnat al•Cita 1n \he .QeriOSA ec-m•caUona AAociation a4 
too t;atlocal llarit l.s<l Union (.1oe Curran' a orsanl setloa) • 

Dec001ber 14. A large nuaber ot AMrican MCUl'i tlea baYe bMI1 Uanaterred 
floC~ Switzorland to tho National 11an1t ot RaiU, Port-au-Prince, lla1t1, tor the 

ot • new oompany t o be orsanised 1n R&ltl ; tho lla1tlan bent ottlclala 
l\ll~lcloua lllld the lB1 18 inTeatlso.1olll£ turtber. n 

• 
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TREASURY DEPARTMENT 
100 

INTER OF'FICE COM MUNICATION 

OATK Deceml>er 18, 194() 

TO 
Soorotory UOrgenthau 

!!r . Kla.ua 

lO!c<»b•~ 9 . Tho Ital1411 Air l.ttoche 8114 t be Ito.l1an Allbassa4or on Deo.,..bor 
u •••~.ed two Banco di Napoli TNSt Co:npaey Trea.,rer• a chocl<a """Wlting to 
~.7'~ .~. roco1Ttng 8 tl , OOO bills and the r~ndor 1n currency or mall de­

~)f.lutloo . FBI baa tho nuaboro or 5 or the $1, 000 b1llo. 

[oeltlbor 1.2 . 'lbo O..n:uw. l'llbasoy pw"Oha&od a t T ,eoo cln.tt pe.yab1a to the 
-.:o;::..:: Cooaulll ta General ln New York City 1J> 5 tl , OOO aod 5 teoo bills wb1cb 
:..-e be1=g t ru.cod . 

r.ec..,bur 17. 'lbe outetand1Dg $10, 000 not eo traced to tho Geman Consulate 
;je:prol.l , J.o~ fork., have been reduced to $30 . 000; 10 note1 haTe just appeared at 
; . ; . ll4r!IW1 aod Co."paoy 1n peyment tl>r Hllllburg~rictlll L1J>O bond r edelllption 
cbll<;•tlona . 

Deoo1bcr 17. The Bunco de J.lexico ia reported to be buying $1.2 , 000 , 000 1o 
.;ol~ In t.ew York City , !lartog thuo tar tr&J>Storred $9 , 000 , 000 to its account 
>L t:.e Fodor.U Rooarva in p&yllleDt tor the gold. 

r/1( . 
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.·.· .71 
- Mr.~ 

Mr. lltoao 
TR A:tUtcY D E PARTM E NT 10>1 

INTI!:R.OFFICE COM MUNICATION 

DATa December l S, l94o 

TO 

""'" 
Subject : Rece t Development. i n the H1gh-grad.e Secur1 t7 Harlteta; 

The Market Value of Tax Exemption 

(l ) New record b1gb pr1oea were attained during the tlrat 
balf of December b7 long-term Treaeurr, corporate and 
municipal bonds (Charts I, II and III). 

(2) The new National Defense Treasur7 notes are now sell­
ing to 7leld about 12 basis pointe more than 1t ie 
estimated that a five-7ear note 1dentioal with out­
standing notes would 7i.e:ld (Chart IV) . Part of ~. 
d1tterent1al ia due to unoertiint7 aa to the tuture 
1 r1gbta1 value of tbe nn notea, and part -- probabl7 
the larger part - - 1e due to the difference in tax 
exemption between the Detenee notes and outstanding 
Treaaur7 notes. 

(3) Setlm&tee ot the aarltet value ascribed to the tax­
exem~t1on privilege var7 vi.del7 and are aubJect to a 
large error of estlaate. The d1tferent1el between 
the 7lelds ot taxable corporate bonds and tax.-exeapt 
municipal bonds baa shown no defini.te relat1onab1p 
to the maximWII rate ot the Federal 1nd1'1'1dual 1no0111e 
tax e1noe the initiation ot that tax 1n 1913 
(Chart V). The largeet spread 1n 1'e•or ot muni.o1pale 
occurred before the 1net1tut1on of the Federal tnooae 
tax, 

In TreaaurJ teatimon7 before Congreee1onal Oo.a1tteee 
about a 1ear and a halt ago, the d1ttarent1al between 
the 7lelds ot long-term, high-grade bonda attributable 
to 1 tull1 tax ex•pt1on vaa eat1aated at between l/4 
ot l peroent and l/2 ot 1 percent, and that attri­
butable to •parual• tax exa11pt1on at between . 05 pel'­
cent and .15 peroant. Current obaerv&t1on would abow 
larger d1tferent1ala, but 1t 1e queationable Whether 
suoh larger figurea aeaeure the rate at Vh1oh a eub­
etant1al volume or nev borrowing oould be aoo0111pl11bed 
through the 1aauanoa of tax.-exe~~~pt aeour1 t1ea. 
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secreULry Xorgenthau - 2 

I. Recent Movements in tha Higb-grade 
security Mirketa 

Prices of long- and intermediate-term Trensury banda 
advanced to new all-time hi ghs during the first half of 
Dee~ber, but ~vc receded slightly during the f irst two 
days of the current week (Charts I and II). Prices ot 
Treae~y notes show little net change since the beginning 
o! the :aonth. 

105 

Rlgh-grade corporate and municipal bond prices also 
reached new highs during the first halt ot the month 
(:harte ! I and III). Corporate& decline~ in price slightly 
yuteraiy . 

II. 

~e new 3~ percent, 5-year National Defense Treasury 
notea opened on a when- issued basis on the day atter the 
cloai~ ot subscription books at 100-16/32 bid, and have 
einzt then suffered a net decl ine ot ebout 1/32. Chart IV 
above ae of yes terday' s close the yields of all outstanding 
Treasury notes sell1.ng on a positive yield bas1s, including 
t he new National. Defense notes, and, tor comparison, the 
yield ot the partially tax-exempt 2-1/2 percent Treasury 
bonds which mature on the same date ea the new notes. 

Beoauee the nev note ia tully aubJeot to Federal income 
t&Xea and there ia some question with respeot to its 1 righta1 

Y&lue, ita yield cannot be compared directly with the yielde 
of outat&ndlng Treasury notea. A yield of . 65 percent tor 
the new note ia, however, about 12 baa1s points higher than 
the eatLmated yield basis on which & 5-year Treasury note 
i dentical in all respects with outstanding i ssues would 
sell. Th1e spread represents the combined market effect or 
the increased taxability and the diminished prospective 
rlgbta Y&lue. 

I t ia ex t r emel y dlffioul t t o determine bov much or this 
sp~eed is the result of each of these taotore taken sepa­
rately, The 1mpa1~ent of righta value ie , ot course, due 
to the prevision ot t he First Revenue Act of 194o r equi r i ng 
that the national defense obligations therein authorized 

, 
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be paid !roc specified tax revenu~a . Thls presucptlve 
absence of rights value would be of dominating importance 
i! t aken a t its !ace value, tor it ie estimated that pro­
spective rights values result in a diminution of as much 
ao 20 basis points in the yield on outstanding five-year 
~otes . It is clear , however, t hat only a traction ot this 
~xlmum valuation o! the rights privilege on outstanding 
notes can be allowed !or i ts impairment in the present 
case . Five years is a long time, and it doubtless apoears 
to the market that chances are excellent t hat by the time 
the notes Just issued mature they will be on all tours 
with other outstanding issues as t ar as the rights privi­
lege is concerned. The possible i mpairment or the privi­
lege in t he present case bas occasioned considerable market 
discussion, however , and probably accounts tor some portion 
ot the existing differential in yield between t he new note 
and outstanding issues. 

105 

It seems, however, that the larger portion of the differ­
ential should be ascribed to the complete taxability of the 
new notes tor the Federal income tax. In this connection 
it is interesting to observe thot the yield of the 2-1/2 per­
cent Treasury bonds, due December 15, 1945, is 11 basis 
points lower than that of the new notes, and only 1 basis 
point above the estimated basis t or o tive- year note ot t he 
traditional type. As tar as individuals are concerned, 
these bonds are exempt !rom only the 4 percent normal tax; 
but tor corporations t heir exemption i s equival ent , under 
precent laws, to that of the ~olly exempt Treasury notes. 
This would suggest that the additional value placed by the 
market on 1 tull1 as compared with 1 partial1 tax exemption 
is very small i n the case or securities with a five-year 
maturity. · 

III. Estimated !.larlr.et Value of Tax Exemption 

Estimates of the market value of the tar-exemption 
priVilege -- i.e., the yield differentials att ributable to 
differences in taxab111 ty - vary widely. Chart V and the 
attached table compare the yields or fully taxable high­
grade corporate bonds with t hose or fully tax-exempt high­
grade muni ci pal bonds annually since 1900. There is also 
shown (in red on the chart) the max1111Ulll rate ot the Federal 
individual income t ax annually since ita initiation in 1913, 
It will be noted that the differential between cor porate and 
municipal bond yields has varied widely, and that on oooaa­
i on the yields or the mun1oipall have been higher than thoae 
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or the corporate.. It 1a &lao 1ntereaUug ~ DOte tbaC 
the saxi!IUII d1tterenUal 1n ta• or ot the .WUolpaJ.a oo­
curred before the i ntroduction ot the Federal income tax. 
!here doe• not see• to be any det1n1Ce relaUonahlt> between 
w dHterent1a1 and the aaxla~ r ate ot th1a tax.- It 
would appear, therefore, that tax e:u.pt1on baa neYer been 
~~e dee181Ye !actor in determining 11Wlle1Jlll.l bond Jlelda, 
;ha; the <ralue attached by the market ~ the t~ exeapti on 
privilege bas probabl7 Yarled widel7 tro:a t1,.. to t1Jae , 
an<i ;bet it ia subJect to a wide aar~n ot error ot est1-
c.ate. 

H would appear, howe<rer, that the asrll:et does attach 
s:>=e <r&l!!a ~ tax exeaption. !hla baa alre&d;f been 1nd1-
cated i n t he previou s d1acuaa1on ot the new Defense DOtes. 
A substantial OIIU'ket Yaluation ot Ca.x ~tl.on is aJ.ao 
indicated by a comparison ot the Jielda of Federal wH .h 
b.igb-goade State and munl.o1pal. bonds. !he State ot lie• 
Yorl:, tor exa:aple, ottared earl7 thl.a .,nth an iaaue ot 
aeriaJ. bonda ot whlch the 2<>-year utur-1~ • • priced to 
)'1eld 1. 35 percent and the 25-year aaturl.~ waa priced to 
yield 1. 45 percent. On the da7 these bonda were ottered, 
the part1a1l7 t u-axe111pt Treaau:r7 bonds ot 196o-65 sold t o 
yield 2. 10 percent to earliest ca11 date ( 20 Jeara) and 
2. 20 percent to t1naJ. matu:rit:r (25 :rears). !hla is a Jleld 
d1tterent1al ot 75 bade pointe 1n t aYOr ot the Hew York 
State bonds. 11hlle a portion ot thla _,. be upl.a1.ned a~ 
on Tar1oua ground.8, a substantial portion -.at be cble to 
the superior t.-exeapUon qualJ.Uea ot the State u oc­
pared w1 th the recleral bonda • 

.Uthougb it 1a thua clear that tax exeaptlon haa a 
real Ya1ue in the aarltet, the ... aure•nt ot this Ya1ue ia 
extre:~el7 cozoplex. 1'hua tha d1ttere nt1a1 bet .. en the 
rtelds ot hl.gb-grade corporate and aun1c1pa.l bonda shown 
on Qlart 1' l.s currentl7 about 67 baals pouah. file uae 
ot other aeh ot ind1oes would ~·· a111bnant1all7 d1t1'erenc 
results , howenr. t'h1s 111 due prinolpa.llJ ~ the d1t1'i­
cultf ot aauata1ft1ng a un1tora atan4ard ot quallC:r tor the 

1nclu81on ot iaauea 1n the 1nd1o .. , and to the d1ttl.cvJ.t:r 
presented b7 tha large nuaber ot ocrporate boD4a DOW sell­
l.ns abon thel.r call pr1oea. It l.a neoea88J'7, therd'ore, 
l.n the tlnal. anal7a1a co resort to oo-psriaona ot l.nd1-
rtdual iaauaa. 
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It vas estimated in the testimony ot the treasury De-
03r~ent betore the SpeciAl Senate Committee on t he 
Taxat1'n or Governmenta1 Securitiea and Salaries in the 
8~r1ng or 1939 tbat the dltterential due to 1 rull1 tax 
exeopt10n VP.S between 1~ Of 1 percent and 1/2 ot l percent, 
and that the dltterential due t o •partial" tax exemption 
vee be tween .05 percent and . 15 percent. These estimates 
vere reattirmed in the t estimony betore the House Ways and 
Xeane CoCQ!ttee in June 1939· They referred in each case 
to long-term, high-grade secur1t1ea. Both the total value 
of tax exempti on and the d1tterenoe between the value ot 
'tull1 Pn~ 1 partial1 tax exemption is much lees tor shorter 
oa tur1 t l ee. 

Theee eat~tee ~ere baaed upon observations or the 
oar&e t d1tterentials oade before the oeasetl'n ot turther 
leausnce ot tax- exempt securi ties vas generally c'nsi dered 
~ strong pro~b111ty. We are nov making a detailed study 
ot the value ot the dl!terential at the present time, but 
i t le clear that , at leaet in the caae ot the •tull1 tax­
exe:rotion pr1T1lege, it is subetantlally hlr;:!ler nov than 
1l vas a year and a hal t - - or even three m~nths -- ago. 

109 

I : oay well be, bovever, that the e~rller measure~ents 
eobodied in the testimony betore the Congressional Com­
mittees in 1939 are more representative or the ditter­
ent1ala at vhlch aubstantlal amounts ot new borrowing through 
the issuance ot tax-exe~pt eeouritiea coUia be accomplished 
than those preva111ng today , vb1oh ms.:r re tlec t in la.r ge part 
an expected eoarclty value tor the outet~nd1ng supply or 
t~exempt securities. 

Attc.ch:!ente 
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lleceabv 18, 1940 

J'roa: Mr. TO\I.DC 

Jte: A44it1o.-l P-40 pleaeo. 

'l'llo ropreontat1Y .. of Ca.rttoa Yl"l&'>t ~o l.aal.oto4 
that Ul07 .,., ~t aa ~to raleaoo oa at lout 100 
of tho 300 ao!41 U oiiAl. P-40 plaaoo 1t -tntalo IU'o to bo 
ord.orod N>t. pro4llcUoa aint&1J>acl.. 'fbq f ool tbat tM)­

cannot ...u t 1mtll aeX\ VMk. 

!hero uo two pooolblo ooluUou: ttrot, tor ;rou 
to aolt ~ T....,..,. to ~ Cartho Yl"l&'>t IIAdortalr:o t hh 
cou.it"""'t oD ito OVD; or, oeco~. to let tho lrttlob 
place AD ord.c' tor 100 ot Ulooo rl4bt ·~· loa..UC tho 
alloe~<tloD ot the l!OO to ou..r pard:aNro 'Utll ..rt 
wok. (!be !rttlob !111ft alree4J MD pzo0111oo4 t1tt7, 
aJW! I tb.lalc tbe7 obo1114 cet 100 011t ot tho 300 to bo pro­
meed..) 
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Jl'oc: ICJ'. To1111f:' 

.1.4airal Spear, -:t Liaieoa Cooal.tt .. -bor 1a tbe 
:r...,., called ae lo.te thia aftorDOoa t o oa:r that u had 
boOD ulced to ol.p a letter ad.dreoaed to tu 'O'DUed 
Stat .. Jla .. al J.ttache 1A Berll.a, req .... otiQ& t he lo.ttor 
to purehMe $25,000 worth of blnoeulu epare parte troa 
Zolu tor tha Ulllted Statu ID"7· 

!hie baa ... 14eat)J been a uoual paace-tlae practice 
ill the paet Dll4 the X...,. ua4a tbe parte. Daeplte the 
tact, 11ova ... r, that the•• parte iaclwla 110 optical ala­
• lite aa4 Mral.T eouht of rr-e all the liD, 1\ h 
rq feal1Q& that t hh raqa.aot alloal4 be called to 7'0,.. 
atttlltlOII, .A4airU llpear h 1atar .. ta4 lJa jllttliiC the 
react1o11 of the 'lr ... lr7 DapartMDt. 

./ 
1.16 
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TREASURY DEPARTMENT 

INTER OFFICI! COiolloiUNICATION 

.. .., 
J -- r 

secrnary llor~~tbau 

CONFIDENTIAL ~. Cochru 

R•• lotored otorliog tr&noactiono of tho roportiat banko were ao followo: 

Sold to co&:D~I"Ci.al. eoneerne 
Parcbaaed. fro~:~ eoae.rc tal concerce 

Open ...,.:at oterli.Dt; r ... i ned at 4,0}-)/ 4. !'raneactlono C: the report1ac 
~r. u:-• aa t ollo••: 

Sold to co:uoercial concen>a 
Purchased froo cocaerct•l coocera.a 

.. } , 000 
i 4,000 

'n:o Swill f ranc, 'IIIlich baa rezined in Ulo .. l,h'borllood of .2321 ol~c• tho 

, 

toi o~ October, had a ft&l< te~dency today, Prior to our oponlog, tho rate of .2}18-7/8 
.. , notiYtd ! ron tho Zurich IIIU'lcet, and tho flrot quotation bore waa . 2}3:>. .1. low 
>! . 2}1! •• r ecorded at noonttco, and the clool~g rate wao .2}1<!-1/2, 

There ~• Tirtuall7 no movement 1n quotattona for the other currenclea. and 
~hdng rt.tta ftrt: 

Canadian do ll&r 
Sndlob krona 
RetcboiiU'k 
I.lra 
.l.rgent1ne peoo (free) 
Bradlia.n ldlrelo (free) 
lle:dean peoo 
Cuban peoo 

1}-)/S~ dioeount 
. 2}85 
.4oo5 
.0505 
. 2}6o 
.0505 
.3:>70 
8--1/2'/o dlocount 

!hero • oro no gold tranoactlono con~tod b7 uo today, 

\'he fodt ral Rtoorn :a&nk of Jiow York reported that t ho liatloD&l City Bo.nk, 
!ooba7, th1pped $926, 000 1n gold fr08 India to Ito head office at !lew York, tor oalo 
10 tbo lin York .l.t0&7 Ott1co. 

3o b Tht Bo•ba7 gold price •• unohancod at tho oqu1nlont of $}} . 82. Sil,..r in 
0 

•1 •• I'J'iood a t t ho equivalent ot 4}.011, liP 1/S¢. 

~ !he prlc .. fi xed 1n London tor opot and tor..-d ollnr both ad>'a.ncod lfl£,4, 
to 3d &D4 22--15/164 roopoc>Unly. 'l'ho dollar oqu1nlonh n ro 41. 76¢ and 111. 651. 

' Regraded Unclassified
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...,q u4 J~UMa'• .... ~, prtoo tor forolp ollnr •• nr•!.e•M a\ 14-3/'41. 
ftO troolllll'1'• parobaoo pr1oo tor torolp olhor •• aloo -M•C'I4 a\ 3541, 

11 •• o .. pvoba .. ot .u ...... -u• •• 50,000 -•• ..-.... \IM au.,.. 
l'OrcllaOI Act. No ooooh\14 ot •• proa.ouoo froa ...,.looao oo-rloo, tor to~ 

ullnl'f, 

Tbl report ot Doooa'bor 11 raooln4 troa \IM l'Hora1 a .. ono JouU: ot In York, 
cl•la' !oro1p. •:mballcl poolUoao of bellkoo ao4 bulooro la lh 411\rio\ , roraalo4 \!Ia\ 
tho total pod Hoe ot all OOIUl\rloo •• obor\ \U oqu1 ro1aa\ of $10,01},000, a 
!J>U&III of $002,000 ill \U obort poolUoo. !1M larpo\ IIOY-Il\ ooovro4 ill tlol 
ourllol podUoa, wbaroill \IM l>aa.lta llll4.or\oolt tur\laer OOIIIIIlt•ah \o ooll po...U 
•lfll•oll•t to $l,illiS,OOO. :a.a.ouoo ill \1M ...,..opo1 obort poolUoa •• coDCntratM 
oalolT 1a s.tu fruoo, lfi\ll \1M pool\loa IMro IIOYi• troa $512,000 ollort 1o $292.000 
1>111:. Jot obi.II&O 1 wore •• t ollon t 

lbort Poolt1oa Short PoolUoa C ...... ill 
Doo•'bor 11 Doooallorll -~ PoolUo_. 

• ~.ooo <~> • 1,~,000 • • 1,,114s, ooo 
:J, 9!j0,000 },1 ,ooo a,6,ooo 

11,000 ( Loac) 'R·ooo (Lo,.) )62,000 
lath Allorloo 362,000 37 ,000 • 12,000 
J&pu 11,~,000 11,09},000 3)},000 

Ada 1, ] ,000 l, ll2s,ooo • n,ooo 
U othoro ]11,000 (Lo,.) 1.2,000 (Loac) • 62,000 

total $9,1111,000 .10,01},000 • • 3)2,000 

'llocnao• 1a thor\ poolUoa, or 1- ill loDC poolUoa, 1a4loato4 • lll,JIIIa (-). 
horoooo 1o abort poolUoa, or Ucl'- 1a loDC poo1Uoa, ~oato4 ~ p1u {o) . 

·~1ao4 poo1Uoa 1.a roclo\orM. 8114 ..,.. _,.loot otoruac, 

CONFIDENTIAL 
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STRICTLY CONFIDENTIAL 
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, / INial OFF ... C C EFFDCIIITICIM 

DAft Doa a sr 11, 1,-, 

TO 
' Se0,.\al7 .......... 

- ICr.Coabna S T RlC T L Y C 0 N F I DEN T1 A L 
ta_,-!'allll:uotDI 'sr17 U-repor .... tala\ t!M:S...~ 

llaliaa&o loW Toft. W le.-A a ......, la f...,.. elf tiM '*ra1 • ..,... Ia* of ... 

tork for $195,000 ..,a1u\ lb _, aalaw-& wta tiM ClllaM •u.-1 Jo.k, ... 

r..t. Mr. W.O. ...,.ne4 ~ tala\ Uda _, wu 1a _..., tor tl'5,000 par 

~\ of U.. - 1J, I. , ,.,. Wotea ba D I I In 15, 1!)115, 

• 
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TREASURY DEPARTMENT 
121 

INTEIII OF"'"'CK COMMUNICATION 

DATa Deceaber lS, 19ilo. 

soerol&r7 llor .. nlhau STRICTLY CONFIU£N 111\L 
Kr. Ooe.hnl1 

!ho 7e4oral Ruono l!aDII: of :rrov Torte reportod the follovlac tnmoact10111 1a 
!uol&ll acC4unt o u.lntainod vlth tho Obaoo lfatloul l!aDII:, 

Jrloolpal cbance• 1A tho Stall lla.>Jt of lbuo1a 1 o dollu acco=t durlac tho 
l"rlo4 l)ocn:b.r 12 to Deceabor 18, lnclualn, ver o ao f ollovor 

$}00, 000 

110,000 

135.000 

l!eceh ed J'roa 

Obalo lratloD&l l!aDII:, 
:rr.r., b7 order of 
Union BaDk of Svlt­
••rland, Znrlch, b7 
order of U-rllcho 
.&J.l&eaelno CrodUbulc, 
hdap .. t. 

Cbale liatlonal B&Dk, 

.......,., 
Debited Paid 'ro 

u lorc frad1ac Corp. 

57.7}}.67 co .. erclal Letter• 
of Credit 

471,164,96 Co ... rclal Let toro 
of Crodll 

:rr. r., b7 order of Svl11 
J!ulk Corp.,lf.T. , \17 order 
of lzport hodit , Baabnrc. 
ro Credit 110870 b7 order 
of llanqa.o llulooo , ZW.lol>. 

.&atorc 1'ra41.Dc Corp. 

Cbalo latloul J!ulk, 
•• r •• b7 Drdlr of 
ltockholaa -...Jdlda 
Juk AfB, Stookllola 

CIINo laU.-1 Juk, 
I.T,, 'lllUo dliCO'IUIIod 
for occ-1 of 1'.,.,_ 
qrtot.porl. 

251),562. 92 c-rclal X..tten 
ot Credi t 

205.560.83 o-ercl al X..thn 
ot Credit 

1,Joa.,977·9'1.&atorc !n41ac Corp. 

-

Regraded Unclassified



$5!Q,OOO 
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I mac ~ co., 
!I.T., bJ order of 
lJJ~&UbObe Allc-­
.. ine Cre41\beat, 
lla4apea\, bJ order 
of lJaion Jaat ot 
Swi herle:Ad, Zu.rioh 

..._, 
Da'bl\!4 Pa14 h 

• 99.7~.61 c-rcial Le\tera 
of Cre41\ 

o. n.ctaber 18 tbe balaDc .. ot tbe state BaDit u4 tbe .AIItorc !r&diac CorporaUoa 

wtrl Ol tollOVII 

Cull co-rclal Lettero ot 
Crt41t 

total 

13,120, 200 

10.300 

$ 2},724,100 

- $ 9()4,100 

2, }38, 700 

-0-

• 3. 774.900 

t • 239.300 

Regraded Unclassified



~ DKPMIMKNT 123 
? INI'D ~ C I ••• CA ..... .. . 

I - • I t 1.1, 1,.. .. ·~,._ ... 
Jlr, OaatrM 

Ill'. Gift-' Ul.,..md M .. UaJO Ulb - · • 1M u bft tlaat M w 
ncl~ wi\ll llh -'Nl tiO,IOO,OOO w4 a.iW .._.,, .. ,.. •' a.-ltsae, 
lloll'lllilll 11-• f4 tllift~- un..... ...... • -u ua " ftd uu. sa 
..., ~Uea fer UtUtatla -IT Ia tM ...... ,_, ..,_ ~ Ulla, M 
lall(llMI aa to 11Mt1Mr We ~ .... _ Ia.., ... wUII - _... .......... 
Ja , .. ,. •• , wUll ~. ni(Met, l 'k -"We -''• h Ulol •'-'* w4 'a t~ 
... , ..... ~ .. ,. mU llr. eut ... ..... *ell l w . al w ... -.. 
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TREASURY DEJIARTMDn' 124 

TO 

llr. Ooalu-M STRICTLY CONFIDENTIAL 
ottlolt.l eal.e • of lrl U...,.•l lo11ar .. crvlUu ,....r lloa wa\lac ar .. r 

otftcUn h'brUJT 19• 

lo . ot IIIIana $ ProOHta ot loCaaJ. Tel'M $ Proooob ot 
loll -.. lolt ot laMa loll laMa lolt 

32.Jl0 903 .~ -.ooo 1,~)0 
5.775 261, ~.ooo 1&,,-

21,9()C ~·llal 92,000 53.971 
5 29,1150 .761 Ill 111 
6 6,811 )OJ,OU IU 111 
7 1,675 16,6llo 111 111 

91.336 3,102,389 123,000 73.9112 
26 &4Jiaal .. a\ 

3.102.& 

t.l.I6,P 76,520.?U 11. ]112 ,1?1 

!OW. liiiDAU 22 
1'11-7 I, 21111, 66o 7,,62,,,. 5. 7~.,rx~ ... ~6.133 

llr. Opla ,.a-\M -.1•• ot -•"' ....rtU•• tar \loa - •M4 leo 
.lO .. lt.lot $500,000. 

• 4~f? 
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TREASURY DEPARTMENT 

INTO 01"1'1Ca COMMUMJCAT10H 

DATS De.,_'ber 11, 191eo 

socrthr:r Morpatbau .. 
Mr. Cochraa 

STRICTLY CONFIDENTIAL ..... 
Otflclel t altt ot BI'1Uth-owe4 4o11ar eeour1t1t t ·•.lldar t bot fttUac orur 

of!octl .. lob.......,. 191 

lo. ot Sbar•• $ Procet u ot 1 .. 1aa1 falu t Procttu of 
SoU Sbartt Solcl ot lloacle Solcl lloacle Solcl 

, ••••• 9 211,790 773.9J7 2'},000 9. 335 
10 26,215 973.629 111 I U 
11 11,020 675,001 Jli.ooo 13,61111 
12 27. 7Sll 1,o6s,S70 5.000 3.1156 
~~ 

44,1195 1,105,197 1,000 595 
200 s ,6u 111 111 

141 .504 4,605.2'52 65.000 27.033 
Salu t roa 

( Ttb1'111U'1 22 to 
i)ectaber 7 2, 2SII,66o 79.623. 391 5.729 .500 11,1116,133 

TOT.Il. I'E!l!IWIT 22 
TO DIICZKB!R 14 2,1126,164 ali. 22S. 65o 5.7911 .500 11,443,166 

Mr. Oplt reported talee ot no11-netd ttcur1t1tt for tbot week tncleol De.,...btr 
l tcteltol $1,250,000. 

Regraded Unclassified



_, ..... I a1 $1 

M .. llaWita er- ... .,..,. fill -•••-•a. 
I d n IE4 ,. a_. fill a...._ fill -Mil. 

.. ,., ..... , .. -................ ----

........... ,. ---- ....... -, .... fill--..... 

-· 
.. IT•IIIIItll·ills, 

_ ...... ,.... 

... -s as, ............ 

• • 

......... fill - ..... 
• 

al I fill .. 

• 

, 

Regraded Unclassified



• 

.. ...... I •• ,. 

, ......... 3 1 ........ ,.~ ..... 
u ..... ttwiU'tletaa.-tu.• .. 1 • ..._ 
U-'- .............. - ..U-r Ia -· ~ ... h~F. 1Nl. - ....... -- ... ' dJ ,., .. ....... ..__, .. ., .................... .... 
..... 1 ................. ~ ... ..... _.....,I .... , el ....... s.. 

"'* .... 1 , ..................... ..... 
... - .... ~,. 1 1 - •r 1 1 1a .. ,... a ...._ .. .._ .. ,ud...Um-...,... ..... ,.... .... .., ._'*'tie au 111 1 • atMr,. ,, ,... 
• ., ora • ata. • ••· ... waa e '= 

- ............... ,_ 7 ••• u.. ... !:A - - .... ...u. .... el .. I 1 lq 7 ' I 
....... fW II "-le el •a IC .. 7 1 .. IIU-
~·o' ,'*lt~~ ..... u.-s-•u hill I 
~ .u ..... ..sa ........ , • clll'- _,_, ........ 

.................. 1 .... .....,e~..- .... ....... "?' ,.. ......... .... 
I ... I I 1 7 •• 7 •• , ........ 
...U aur Ill,_. .:rim-..._- '• Hll a.&tu ... ua:A..... ei •• ~ .... E l ..... 
no, ............. M ; 7 •!J$ .... _ • • 

• .,, 
m 'liLT a a II. • 

•• 7 io 

• e~ ..... 
~ ,-..( 

lT·~ ~· ... 
~ 

' 

,,7 
rr Jl 

Regraded Unclassified



Csytn 

... lt 

In Ill 

__ .... - ~ ...... p- ft ....... _.._~ 

...,In ca &T ~t~au•=•• 
41 t1r IIIIGW u. 1....0 

lepte t br pate •(leeve' 

fOO - hM 18892 - locloor lbafto ,... • 4, lMO 
tu hta Jup lw.ler 1:1AM ..,_ . 

..... l'U'\1 fet> Jup 13111 "'ClaM Dee. 4, 11«1 

.,... l~U"• tor Jonun alrp1- '"· a, 1..0 

18 11&-16-1 -' 18 11&-16-ll tr.tat._ ,.,,, 211, 11«1 ,,..... 
I Jlool«1u liO-ll Oo••olal frau- Dee. II, 1MO 

poftl 

lparo }1111'\1 tor Pn\t All4 lflllta"'' ln. lll , UNO 
...,.lr. nct-
(PD._ll) 

1 tutaut W.1 ].6-14 alrplMM Oct . 28, 1MO 
"'dJIIIO& wUit Pn\t 6 11111 \u7 
I4C40 --"" ... '-11\oa 
ltuolaP4 eoao\allt ..,..& -
,.u ..... hll f2III!O .... 
mwo. ~ll.(fl1ot"' Looi!Mot) 

1Ju l.t.l!. wUit I lia• 110 JP 
(30 t o 311) - (PD D..a) 

ln. 2!!, 1NO 

Dah r. .......... 4 "' 
w •••. .,.., ''" 

-.... as. tNO 

Deo. I , 11«1 

'"'· H, 1MO 

lept. II, 1MO 

..... U, 1NO 

Oet. !1, lMO 

lo-.r. 311 , lNO 

J>l • ..,, ..... 
ln.:al,lMO 

..... 

...... 1 .. ... ,... .... . 

I 

Regraded Unclassified



Cbl\o 

...... 

..... 

..... 
• r ln 

••• 'e 

, __ de 

·-··• D• 
1 11.113..0 ........ -- -AOc•••ort•• (PJ'Jt D-3) 

311 Pat rch114 ~ra1aoro M. 62-3 
aD4 ._. .,...-h (PD D-11) 

.,_... "PUt• for alrp1-...sa- (-.., IU1 1M 
... ~D) 

.,_. ,_..., for alrp~ 
~- (Oonef'• Clnr 6 .. ,.,, 

11-.pt.M e~~a.­
• ~CIIIl 

IW.l l-4000...,_ 
ntrenn .,.u.. (Pl-> 

I .. mhrt IIMl._ ,.._ 
,.u-• .o mw WM .... ... .,.~ 

P.S• ' ' • en,c•' 
... 0 311, 1.140 
(Pn D-3) 

l'cw. 38, l NO 
(PD D-11) 

.... 111, 1t40 

.... u. 1t40 

Oot . 10, ltto 

Ool, Mt ltto 

he. 4, lMO 

I Owtteo Poll p]aee, Oot. a , lMO I It au- &'PILl pt.M, 
........... _ .... l~ '!lt..t 
I lnrtll .~inert- ~pt... 

1 .., (11.,~ Uefee) ,.... ,.u. .... 10, 1~ 

J>a, ... ~.· --llefeee . Her· Jeyy ..... 
· "'· •• 1940 ......... .._.., . .,._ 

-\loa 

l'cw. 38, lNO P" u"" 1Afo1'-
•tloa 

• ... 19 , 1t40 ...u.c 

....,lat-. 

.u • 
Oot . 12, lMO .... IVIJ, 

Ala;; ..... 

Oot, • • lMO .. "' .... 
.... "· 1MO 

Du. 1, 1MO • 't'll 

Oet • •• lMO 

...... 

~-
. ~ 

Regraded Unclassified



............. 
PUIUI'O OJt Da:a:'I'I.T DI8AWIIDT'SD ,. ~ ao.caa u. 1...0 

Dow, • .....,. ... '" Cgwaur ••aut•• r gr P•M '' le-·• Weev,kpr , ''" b1WI& 

Mo\rella 7 07o1o., 01-1810-GII l .. laoo tor Oo\ . ao. 1NO .... . . 1 .. 0 Dhoppr••" I 
lao\allo\loo la a Do-a Doac\ .. (Pill ... , .... 10,1..0 
o-·~al ~r...,...,,. <rn ,.., 

ClaiM I lle6o1 11-10 1 X.Uo\.,.. all'l'l• .. Oot . 11, 1MO lew. 11, lMO , ... lsi 
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!0: Meri- ·-·7· Tioq 

!li.DI lleo•'ber 18, 194Q, 8 p.a. 

110. I 856 

'l'bo followillc h a •••aace for the peroooal at\eaUoa 

of llr. llaUb111o f..,. the~ Dep&.rtae11t. 

tho }lelllut of $50. 000 OGt of the hlooltecl 1IID4a b 

.l.aerle&ll h1.a4o ~ice C~the. !he latter vioheo to 

purchaoe a1U: b Sv1 tier leA for 41otrilnot1on t o chUd.nn 

1D halloo. 

It vou14 bo appreoietecl b7 8eorotar7 llorcutlw>. if 

70u vou14 repori at 1Atel'Tilo on the ilopor tation 11114 

4htr1wt1oa of ouch a1lll: b7 the h1n4o Coaai\teo. Into..,_ 

obil4na 1A :rn.o.. 
IIDLio 

(liL) 

li& • . • f.l r~~" 
lf.1D'1J.III • 0 • . 2 .J w 

t !jo. ..... -~~ •»ot • ...,..., 
-,~~~ 

.. 
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Stcrctary of StatE, 

Vlashington. 

122, bcccmbcr 18, 4 p;m. 

CRJ.Y 

Ba (;bdad 

Datrd DtoembEr 18, 1940 

Rco 1d 8 ;40 p. m. 

1.33 

British banks in Iraq havE rcc£1nd i nstructions fl-om 

their head officEs i n London to rtfusc all applications for 

dollar exchangE. ThE Eritish maintain that Iraqi dollar 

credits resulting from thtir exports to th£ UnitEd StatEs 

are more than sufficiEnt to mEet thEir normal purchasEs 

in thE UnitEd 3tatcs, but that thE Iraqis have pcrmittEd 

thtir dollar cxchangE to bt utiliztd for thEir purchasE 

rrom Japan . In t h EsE circ~stanccs Britain will not pcrmit 

its meagEr dollar credits to bE ut111ztd by Iraq. It is 

estimatEd that Iraqi dollar crEdits lack by 30~ Eno~~ t o 

mttt thtir normal Actrican rcquirtc ents plus th E EquipmEnt 

tor the i r army no~ on ordcr in t~£ United Stntcs . TaE Le­

gation 's bankEr in.formt d t!E today that thE local British 

banks Enduvorcd to pursuadc Iraqi OovErnmcnt to insti tutc 

rxohangE control in order to safEguard thcir fore i gn crEdits 

for ltgitimatE nEtds such as AmErican crEdits for AmErican 

goods but no action was takEn. 

ThE 
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-

the Honorable tbe Seoret.ary ot the Tre.wry and tranall1 te 

t or hie cone1derat1on a copy ot a •e.orandum ot a conTersa­

tl~n between the pree1dent ot the Cbealcal !fat1onal Bank 

&nd '!'ruet Coll!p&l11 and ottloere ot tbt- Department ot St.a t.e 

r~gardlng parobaee by Germans ot German properties ot 

Aaer1oan oorporat.1one. 

";• 

laolo.ure: 

••110razac!lul ot coDTereat.1on, 
Deonber 17, 11140. 

\ 
\ 
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~oember 18, 1V40. 

D .. r llr. seoret&rJ: 

I want to thank JOU ror Jour letter or ~oaaber 

eighteenth enclosing a cop7 ot Lord Lothian'• letter 

to 70u dated December eigbtb regard1ng Britian anipping 

quut1ona, 11h1oh I am veey glad to have. 

I appreoiate 70ur k1Ddneee in aending it to me. 

S1Dcerel7 JOure, 

The Honorable 

IIUU'J lloraenthau, Jr., 

Seoret&rJ or tbe Trea•Ul'f• 

1.40 
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*lJruts, _. a.-....e eaUu•lce •tn .. ...,_ 
..... , ...... u .... p • 

.... I ill'...... • 

... WJJ•m •• I a • 

Mft .............. .. 
11 n fll •• ' I filii, '• 
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DeoeabeJ" 18, 1940 

Jr••• Mr. Towac 

Ilea llr1UIIh 1111plnl1l4111c • 

.&a1ral Peoplee, ..., .... u"' fo44 8111p7U'4a, Y1e1te4 
,.. tbh •l'llillc, aD4 .Adalral LAD4, Oo.-iulour Tlcbr7 ot 
tbe llazoitiu Co.-io.eloa, Co~~~ru- Ollnr troa llalae, -
r,oproo.ellto.thn ot tiM llr1UIIh Pv • .,i"C Coo.iuloa all 
tolophou4 • to~ ....,tll>& to laoov - tM fl'MnrT vae 
hol4111C 11p tM llritllll e1xt7-11llp pJ'OCMIII, 

J.o. I ezplune4 the OtheJ' ~. ClNI'AIICO. M4 ....... ct .... 
for the llrltllll to aecotiah .. contract tor tbue o.hipo. vlth 
!o44, &114, •• I e4Y1H4 TOU. I ao.lot4 Mr. BallutTU act to 
11&1'• tbh ooatract •lcDe4 ,.til tinal cleo.rance ..,.. Chd. 
IC7 rouono. tor thb req1111et were, tiret, thet ee-t&rT Xaox 
ba4 crouUoM<l tM e4Yioab1llt7 ot thh uv llllp ocutract1oa: 
o.ocoll417, thet tM Preo.14eat 4nrliiC _. ocatoroDCe at the 
lhUo Boue M4 ae4e cartUD. eo-ate vl\11 reopect to it; aaol, 
tblr41T, 'b-• tboo llhlp procru- o .. u .. ot the llr1t1ell 
or4oro. to 'be plaee4 lllhioh h - 11e4er coaal4arat1oa, 

1.4alral LaD4 e4Y1H4 .. to4&7 thet s.cret&rT laox M4 
u o'bJeoUon to thio. ocntract 'belac o.Scae4. fte Jrltlllh loan 
e4Yio.e4 • thet allo'llt 150 aillloa 4ollero. "-• -~~ .....-b4 
for tboM o.hipo. (ooat ot the total oco.t ot M .Ulloa 4oll.are, 
laclucUIIC ...,1 tal). 

loth fo44 aD4 tM JrUlllh ..... H1147 to elp tbe contract. 
'lllo tr........,. h la \boo poal Uoll ot bOWIIC lt "P• IC7 reacUoa 
woul4 be to oleor U lt tiM JrUlllh _._,..-4 the ta.1l -'• 
otlaeJ'Vlee to let 1t ..a1 t pe114111C the 4otalle4 ol-- et 
procr• 1o, 1. 
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roo• 

srmcn v ronrmErJTIAl 
TREASURY DEPARTMENT 152 

INTIR.OI'I'IC. COMI4UNICATION 

}lr, • 

OATR 

COHI"IDIII!'UL 
Deoeaber 12, 1~ 

Secr~tal'7 orpntbau 

Emplo nt 1n the AY1a U on llaJN.faotur11\g I ndu atJ7 

1. E~~~plo~nt 1n the aY1at1on ~aotur11lg 1nduatJ7 ha.a 
111.ltipl1ed .are than fou.r u .. a 1n the laat twent)' !Kinth a 
and haa doubled in t he laat nine !Kintha, In NOYeaber 19'10, 
aanutacturera of airplane a eaplo)'td approx1.11atel7 1 20,700 
f actor,. workera4 and aanufaoturera or airplane anglnea 
approx1•telJ 3 ,300 faotOJ'7 workara,a t otal of approx­
iaat el7 155, 000 f or the entire lnduatr,-, I ncluded i n t h eea 
tigurea are the eaplo)'eea of aerufaatu.rera of parta t or 
~rplanea and airplane enginea, 

2, Por the 1ndlaatr)' aa a 11bole ellploJ-nt roae b7 appro:a:.-
1aatel 7 7,100 f a otOJ'7 worltera i.n liOYeaber, The l arge at 
i noreaee i n eaplO)'-t - appro:ld.•telJ 2, 150 taoto1'7 
woriter e -- ooourre4 at the Looltbeed Airc raft OorporaUon. 
Conaol14ated Alroroaft Corporation added 1, 300 taotoJ7 
worltera to ita rolla during the .onth, raia1ng lte t otal 
tllplOJaen t t o 12, 355. In J.-1'7 of thU )'eiU" Conaol1dated 
e~o7ed onl)' 2,837 faOtOJ'7 worltera. 

J, !be 1noreaee i.n eaplo,._nt ~ring Rcwellber waa not 
t xperllnoed b)' all plant a in the i ndlaatr,., be. eYer, there 
being laportant deoreaaea at two of the large plante. At 
the Un1 tad A1roratt Corporation eaplo)'aent 4eoreaaed b)' 
SOO during the .onth. At the Boeing Aircraft plant in 
Seattl e there waa a 48CD"eaae of l,OIKI factor,. worltera. 
Boeing reported that thle deoreaee l n eapl~-nt waa due 
t o •be tween oontraote an4 laolt of •ter1ala • 

ll, 'two obarta aft a t taohed to thle --&114\ul. 'rbe f1rat lllowa t otal eaplo,...nt 1n the inc!uatr,. and the aaplo~nt 
ot aeleoted ~an' ea alnoe Jamaar,. 1937, !'be attaahad 
tables gin the t'lgurea plotted on the obart. !ha aaooa4 
chart preaenta total eaplo,..nt 1n the 1nduatl'7 b7 
geographlo areaa tar Deoeaber 1938, Deoeaber 1939, alll1 
llon,.ber 1940, 
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lllplOJIIID' 1a AnaUoa .... fa~ ~tl7 
(AuplaM .... .&lJop1aM • ., •• , 

1.53 

1ffl-19'o 

I I I I 
I 1ffl I 19)8 I 19)9 I 19'o • 

.Urplanu 
Janua1'1 22,100 23,700 25.251 ~·000 Ptbruarr. 

~.100 ~.200 ....:~ llaroh 27.'75 
April 67,000 
~ 

25.200 
n.ooo JUne 22,800 35.973 80,000 

Julr 90,000 
J.u&Uil 

2),11oo ~·-.-a eepteaber 22,050 ,1,1125 1 .~ Ootober U5,M1 
llo'f•ber 120,650 
Dtoeeer 2),100 ~.~ 52,100 

Ai!:J!laM lft«1ne• 
Januarr 5.500 6,500 6,989 13,900 
h bN&I')' 1~,800 
llaroh 6,000 6,600 7.825 1 ·i: Apr11 111, 
lla.T 20,800 
.Tune 6,600 6,900 II, 727 22,2: 
Julr ~:019 Ailgult 
ltpttaber 6,11oo 6,772 '·- 211·m • 
Ootober ,2, R 
lonllber )',)1 
Dtoee1r 6,600 6,8a.7 12,600 

flltal Indue&H - li£211•• ... ll!ll!• .. 11!•• 
Januarr 27,600 )0,200 )2,211o 71.900 
h bN&J7 76,)00 
llaroh ,0,100 )0,100 )5,700 111,800 
AprU :1·600 lla7 

•• 700 
,100 

Jllllt )1,100 29.700 102,= 
Julr 1~, 
Au suet 

1 'i! llepttaber 29,100 21,822 50.~ 1~·" Ootober 1;1· loYeaber 
65.11oo 

1 • 
Dtoeaber )0,1100 31.197 

IJ!Pto• or 11111 ••I'IAI7 if as li ._.,, 
Dhh1on ot ................. tlaU•• 

Regraded Unclassified



151 

s.plotaent of ' l!le1eobd .UZ.oran llulutaoturtnc Corporattone 

1937-1~ 

1937 1938 1939 1~ 

t 
Bell Alroraft OOI"Ji!• 

January 615 222 654 ~9 February 
llaroh 850 290 912 m April 
11&1 

80S 411() 1,410 
1173 

June 1,192 
J\117 1,118o 
Auguet 

718 1,~3 September 235 703 2, 13 
Oot ober 3.~ ll~eaber 3. Deoeaber 213 6o6 799 

Boe1ns Al r oratt Oo. - aeatt1e 
Januart 1,83~ 1,493 2, 380 ~:~~ Februart 

1, 726 2, 749 Maroh 1,700 ~.759 
April ,198 
11&1 

1,249 1,736 
5,190 

June 2,9119 5,882 
Jul y 6,571 
.luguet 6,926 
September 1,109 1,7911 3, 9115 6,940 
October b,391 
November 5.351 
Deoelllber 1, 31!10 2, 285 4,749 

Coneol1dated Airoratt Corp. 

JanuarJ 3,169 2, !)40 968 2' 1137 
f'ebruart 3.~77 
Uarell 3,246 2, 518 819 l·II07 April ,349 
lla.Y 5,011o 
June 3,099 2,104 1132 5,1121 
Jul y 6,743 
August 

1,4oS 
7,836 

September 2,617 9119 9,289 
October 11,018 
November 12,355 
December 2,580 981 2,540 

Regraded Unclassified



15G 
IIIPlor•en ~ tit •le• te& A.1r-n .._,..._.Sac OupcwaUou 

19J7-19'10 
(ooat~) 

I I 
I 1.9}7 1938 I 1,, 1~ 

I ~ru .. -Wrtld>ti 0011 o1 - llld't~o 

Januart 1,211.1 2,211 },1102 ... ~ 
f 

,. bl'IIA 1'1 
1,500 2,,...7 

... ~ 
llarob 2,9, 5,0lf• 
Apr11 5, 21} 
11&7 

1,,, 2,310 2,N ~,698 JWIII ,3111. 
Jlll7 &,531 
.lulU•~ 

2,202 2,736 1,562 
b,5n eepullber b,82 

Oo~ober 7. 682 
loY•ber 7, 889 Deot ..,er 2, 007 '·~ },11.11.7 

Daul!,a• A!roratti Oo • • Illo. 
Januart 5,591 6,}28 '·'" ll,~ l tbl'\lar)' 12, 0 7 
llaroh 5.961 6,173 •.1n 1l,ll9 April 1 ,o~ 
11&7 

5.11.11.5 
111.,6 

June 6, 65, 11.,672 1'·ru Jul7 111., 
Aqua~ 111.,898 
~•llber 5.532 4,028 b,314 111.,219 
o ober 111., 158 
loYMber 111., 787 
Dtoellber 6,m 11.,110 10,362 

Lootb .. 4 ~ Ow o. 
Januart 910 1,577 2, 305 i·l57 rebruart 

1,~ 
• 7b8 llaroh 1,()911. },509 
··~ Apr11 ... 

liar 5,016 June 1,,,. 1,797 5.699 2·591 Julr ·m AUIUtt 7. 
lleptea~r 1,,., 1,997 5.,- 7.m Ooto~r • • 7 
·oY··~· 10, 75 
Dtoellber 1,W 2,11} 5,156 

Regraded Unclassified



s-lorcent o t le1eote4 .uz.enn .._taotu>lJic 
15:) 

CorporaUou 
19:H-19'c) 

(CODUae4) 

: I 
19)7 . 19)" 19)9 : 19'c) . 

: 

GA•nn L. ~rt1!l eo. 
JanuarJ 1,)~ 1.1fl~ 2,9()5 10,t~ 
Fobrua%'7 

1.n6 ~.092 
9. 7 

March 1,.,2 9,1)) 
.l.;)rll 9.010 
lla7 

2.~ 2,1)~ 6.029 
9.)57 

Juno 9.1)) 
Jlll7 9.51) 
.wgud 

2.)~1 
11,200 

S.pte~;ber 2,0)2 10, 070 10,0lt 
October 11.~1 
llonaber 12,950 
Docellber 1,-n• 2, 777 11,17~ 

Sorth AMr1oan AY1at1oD1 IDe. 

J&nU&J')' 1!29 1.71) 2,22) 4,m 
Fobrl.la%'7 

2.~7 
~.)2 

lCarch lllf9 1,9)5 ~.15~ 
AprU ~.)71 
lla7 ~., 
June ..-1 2.~ ),125 ~.7~ 
J\LlJ ~.9111 
~·t ~.916 
Septuber 1,272 2,6115 2,992 5.lll 
October 2·~ lonober .~ 
Docoaber 566 2,5)0 ).795 

\De7) 

Janu&ZT 2,)50 2.~ 1, •26 2.757 
PebrU&J7 

2.--- 2,16ft 1.766 '·m !larch 
Apr1l t:ru !'~ 
June 2,-,7 1.972 1.952 .2112 
.11117 ~.:1 
~·t 5·i; Setotember 2.~)9 1,11110 2.12) 
Octgb4r i~ lloYee~ber 5· 
Doeeaber 2,))11 1.77~ 2.5'111 
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15?' 
JllploJ•ct Ott •:aane& tt--.ft ....,__._ Gas•••-. 

1m-1~ 
Cu••·u) 

I I I I 
I 19)7 I 19)a I 19}9 I 19'0 

~u•• .uro..n1 lp. 
J~U'T ~ i J'ebl'II&J'1 -.-o llaroh 
Ap1"11 

1·rn - 560 
1, 

JWI• '" '· .11&17 

i1i ~' 
-~ lepUIIber ,.. 

Oo~r 
Joor•ber 
Deoeltler ,,. 

"' 

• 

• 

Regraded Unclassified



EDolo,.en1; ot .. 1HW4 &Uplue S.1ne OorpoftU-
158 

1937-191io 

I I 
I 1937 I 1938 1939 I 1911o I I I 

,uuaon i:!)£111ee£1Nr Oo. 
JanuarT 218 262 ~4 1,U4 
FebruarT 1,261 
llarob 229 297 1166 1,610 
jpr11 

~:~22 ~ 
238 '" June 558 '·~ JulT l·9 7 

AUg\! I' 238 382 6~ 
.595 

!lepte11ber 2·282 October ,280 
l!onaber 

4)9 
6,295 

Deceaber 266 901 

J anunrT 151 15) 1)11-
FebruarT 
l !aroh 
A!)r1l 

153 152 138 
:~,. 

162 1--June 171 
July 
Aucuet 
Septeaber 
October 

135 1116 20) 

::o•eaber 
1112 24) Deeeaber 152 

:.~coo1!!£i D1rtdon ot AY1a1;1on KaautA!!U£1nR Oo£2. 
JanuarT aJI9 729 519 
FebN8rT 

~ 521 !Jtreh 889 
Aor n 
,:ay 

5119 June 901 573 
July 
Au:·uo t 

'" Senter.t'ber 756 5l' October 
r:o'tt:-lbcr 
Decc:::'ber 762 506 '-' 
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1.59 
tll])lOTMD' ot .. 1oo•.a Alrpluo lllclae Oo:rpoN'lou 

19)7-19llo 
(OODUJNe4) 

I I I 
I, 19)7 I 19)1! 19)9 I 194o 
I I I 

Pratt • WhU!l•Z: !li'S!Nft 

J anua1'7 1,9)1 2.567 2,26\ 2•6112 Februa1'7 
2.~ 

.5119 
March 2,119 2,659 7.1,11 April 7.f 1 
)'.q 

2,)114 ),o66 ~:~ June 2.555 
Jul7 9.121 
AugUet 

2,471 2,)114 ),)94 9·m Septeabor 9. 
October 9.794 
NoYember 10,)77 
Deoember 2,6111 2,227 5,022 

Wright A!roneu t1S1!1 Q2£R· 
Janua1'7 2.254 2,6o7 ''"" 1,411 rebruai'J ,0111 
March 2.515 2, 705 ). 771 6•SJl klr11 ·9" Ma7 7.~ 
June 2,1f00 2,9)0 ).997 ' 11,6112 
JUl7 

9·;s AuF~~ at 
ll,o26 

10,1 
Seoteabor 2,690 ) ,11!1l 10.~ 
October 11. 
Nonmbor 11,950 
Decubor 2,6oll ),)74 5.141 

Regraded Unclassified



EMPLOYMENT IN A~TION MANUFACTURING 
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EMPLOYMENT IN 

Totdl U.S. 
0... l'tU- Jt,IOO 

O.c.. IUO- •s.400 
No.< 1940-/.5!000 

161 

THE AVIATIO N MANUFACTURI NG 

...... 

··••·• 

F<> etory W<>~c E<>rncra 

0.• ""• IH/4 
Dec tOlO- 4 .4 ()1) 

N ov. 1940-22.000 

·~ 

r . ,, ,.,,..., 

INDUSTRY: BY REGIONS 
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WAlt ~AitT1IIIINT 
OI'P1C2 OF THK CHIIEF OF aTI#P 

• ..........,.<* 

Dee..,ber 18, 1940. 

J.tt.ached ia a proposed itinerary tor the 
s.cretarr'• trip aa suggested by the Chief or st.atr. 
It. inelades Yisit.s t.o trpe inat.allat.iona in Co:ltinent.al 
Unit.ed St.ates. lie would have liked t.o arrange tor the 
Secret.ary t.o Yisi t the Puert.o Riean area aD4 aee .... 
phase ot the joint operat.ione scheduled there tor Pebru­
t.r1, but the plane of the Navy Departaent haye ll&de the 
dates or this lancling exereiae SO WICert.ain that it would 
be difticult to inelade it in a abort trip. The hours 
ehcrtm on the proposed 1 tinerary are, or eourse , onl.7 
t entative and are included sl.Jrp1y t.o Jlive an idea or the 
t.iDo required to make the trip. 

~4/ 
I.B.S. 

Inol. 

• 

• 

162 
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SOG3SUD IUI!:!I.Ul' OJ' 1<1, IClllllD!'UU 
(.1.11 !ranl b7 .lir) 

i 63 

tot\·---------
Sill I 

I 
I 

----

h\ De¥ 

4\b Do.;y 
5\b D&7 

6\b llo.T 

Depart Vaob1ngton 9100 tor Lancler l'1ol4 • 
.lrr1Yo Langler l'1el4 10100 .l, M. 
Depart Langle7 l'1o14 1100 P.M. tor Fort llonnlng 

tl;ying onr rort llracc and Cup .rackoon, 
.lrr1n l'ort lle.u>lng 5100 P,M, 

Inopect IllfantrJ School 
.lrmore4 D1Yio1on 
4th Ill!antr7 D1Yit1on 

V1tnooo deaonotrat1on ot eodorn woapono an4 tactico. 
Depart Fort lleiU>ing 1100 P.M. •.a.!. for Cup lleaUMprci 
.lrr1YO Caaop lleaureprci 3100 P. M. C.S,!, 

l~r;pect concentration ar.a. 
De~t Caaop lleaurepr4 9100 .l,M, for llorll:odalo l'iold 
.lr rho llorkod.ale 9150 .t.. M,, iDapKt Ur Corpa co.ba t uni ta 
Depart llorkod.ale 1100 P,M, tor San J.nton1o 
.lrr1YO San J.nton.1on 3125 P.M. 

Inopect Gulf Coaot !raining Ooo.tor {If/, <",,4-$) 
lnapect l'ort Sua Rouotoo., .. _,._..,_,.. ...... //,.. iC/4/q'~ · 

Depart San .lntonloo. 8100 .l,M, tor l'or t 8111 
.lrrho J ort 1111 10130 .l, M.,io.apeot riold ArtUler;y School 
Depart rort Sill lfOO :r .M. tor DITton, Ohio 
.lrrho Do.Tton 6150 :r.x., rtlit Air Corpe *tarlel Dlrtoion 
Depart D&Ttoo. 12130 P ,M. CS! for Vaahiactoo. 
.lrr1n llaab1ngton (110 P , M, - .. 

Regraded Unclassified



Frank 
Knox: 

JI.M.Jr: 

(: 

H.M.Jr : 

1: 

H.M.Jr: 

1: 

K.M.Jr: 

X: 

R.M.Jr: 

( : 

H.M.Jr: 

(: 

H.M.Jr: 

1 : 

B.M.Jr: 

Hello, He1U'7. 

Hello, r .. nk. 

Deonber 18, l94o 
5:07 p ••• 

' 

I Juet thought 70u aiaht be interested t o 
ltnow that we had a •en , ••r1 ut1etaoton 
talk wi th the Preeident on a matter we 
dieoueeed with JOU and 1n principle the idea 
wae aooepted. 

Oh, wonderful. 

Yeah. 

Ien't it aarYeloue. 

Yeah, ae a matter ot tact •• I aiaht or 
aueeeed, the Old Man had r ound hie wa1 there 
prett1 nearlJ alone. 

Pardon. 

He praotioa411 found that - he praoticallJ 
had s one all the W&J hlaeelt in hle own 
think1ns. 

Well, I'll be darned. 

Yeah. 
r11fht. 

8o I gueu it'• aoing to coae out all 
It'• aoina to be deoided thla veek. 

Wonderful. 

Yeah, I thlnk eo. I thlnk we'll get a little 
order ou10 ot the thlns nov . 

16-l 

Well, one thlns that I - I talked up enr,l>oq 
but ourael•e• and ar boJ• h&•e t old ae todaJ 
tha10 we auen'10 torget about the guid1ns ot 
the 1Aslu4 1n thl• p1oture. 

Do wbaU 

'faklnc care ot Ensland and her ordere • 
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B.N.Jr: 

1: 

H.M. Jr: 

1: 

B.N.Jr: 

1: 

B.li.Jr: 

1: 

B.N.Jr : 

t : 

H.M.Jr: 

1: 

R.N.Jr: 

1: 

H.II.Jr: 

1: 

H.M.Jr : 

1: 

- 2 -

Well, lbat'• part or tbe p1oture. 

It h. 

Ob, 7ee, •er'7 4ef1D1 tel7. 

Well, wllere -u14 t.he7 t1t 1nt 

lluht 

I 414n • t att.-pt t o get ..:, own .. l r 1nto t.he 
p1otlll'e. 

Bow will 1t ru 1n' 

Yeah. 

!be7 beooee "1'117 &D4 la'Y7 or4el'l . 

I eee. 

See? 

I eee. I eee. 

!be probl• \bat we ba'fe s o t ahead of ue 1e 
a441t1onal appropr1at1one. 

I eee. But 7ou•re perteot17 bapp7? 

I • • Yer'7 baPP7 oYer 1t end 4el1pted w1 t.h t.he 
~ t.he th1JIC •• reoe1Ye4. 

Well, I'• awtull.7 &1&4· I appreo1ate 701l1' 

oall1QC - · 
~ r1pt, Beftr7. 

!bulk 7"· 
Goo4- 117e. 
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Deceaber 18, 1940 

I called up Herbert Gaston at BaOO and told him 
that Mayor LaGuardia had told me that the New York Tele­
graph in ijew York City is being boycottedt and the reason 
they are being boycotted ia because of a rew articles and 
st atements whioh he gave out during the campaign. I told 
him that I thought if the articles they were running 
on me were friendly that it might help the New York 
Telegraph in New ~ork City. Gaston said that this was 
an excellent angle, and it looks as though we were doing 
then a favor instead of their doing us a favor. Gaston 
said he almost hesitated to tell them this for fear that they 
nisht want too much from me. However, he said he would do 
i t, and would get hold of Parker, take him out to lunch 
and talk the matter over with him. I asked Gaston to 
wri te me a memo and tell me what happened when he saw 
Parker, and he said he would. 

' • 

/ 
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Deceaber 19, 1940 

Guest 1i e t t or dinner given i n honor ot 

p~,Jr by Governor George HarriAon ot the Federal 

Reserve Bank in lie• York this evening. 

167 
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SPD:IAL Rll'ORT TO TilE CONGRESS 
b:r 

the Board. of Governors o! the Federal Reserve System 
the Presidents of the Federal Reserve Banks, ' 

and the Federal Advisory Council 

For the first tiDe since the creation or tbe Federal 

Reserve S~t.,., the Board of Governora, the Presidenta of the 

t1rdve Federal Reserve Banks, and the aeabera of the Federal Ad­

viaoJ7 Council representing the tnl.Ye Federal Resene Districts 

present a Joint report to the Consreaa. 

This etep is taken in order to draw attention to the need 

or proper preparedness in our monetary orranbation at a time when 

the country 1a engaged in a sreat defenae prosr.., that require• the 

coordinated e!!ort of the entire Nation. Detenae ia not exclusively 

a Jl1lltary unde.rtaking, but inYolvea economic and financial effecti•~ 

ftt81 .. well. The volUIIle or ph:raical production 1e now sreater than 

eYer before and under the atl.allus of the detenae prosram is certain 

to riae to still higher leTela. Vaet expenditures of the llilital'7 

progra:a and their financing create additional proble118 in the 

-.et&ry field which make 1 t necessary to rmew our eJd.stinr 

11011etary ru.olllnary and to take .eaaurea to fcroetall the developo~&t 

or intlationar,. tendenciea attributable to detects in the II&Chin01'7 

or credit control. These tendenciea, i t ~~nohecked, would produce 

a rieo of prices, ......Ud retard. the national ertort for de!enae and 

rraotJ.¥ increue i ta cost, end would agsraYate the eituat1cn '01111ch 

,.,. result wbeD the aee<1a of det ... e, ,_ a atiJall.ue, Leter abeorl> 
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lou or OW' econ-s.c prodact1T1t7. lihUe intl&Uon cannot be COil­

trolled b7 1111X1tt1U7 -sure• &lone, tho protent cxtraoi"CC.1nar,. 

eituation d.....,da that a<lequate u&nt be pro'fided to oOIIbat tho 

danger• or onrexp&l1tion or bank credit due to -.1t...,. oauaea. 

The Tolume of deund depoaite &Del currenc7 ia t'U\7 ptrc_,t 

creator than in &D7 other period in OW' hietor,.. El<ceu reaarTet are 

1Np on.d are inonoating. Tha,. proTide • bue tor 110re than doul>lillc 

the Old~ auwl7 or bank crtdit. Since tbo earq po.rt or 1934 

fourteen billion dollars or gold, the princip&l. ...... or ....,.u .... 

aorna, hat fiowe<l into tbe COWitr,., end the atrttm or inc010in8 gold 

it continuiJl&. 'l'be necesaariq large dt!enae program or the Govern­

ment will have still further expanli ve etreots. Govem~~tent securities 

havs become the chief asset of the banking a,.et.em, end purchaaea b7 

banka han created additional depolito. Becautt of the ....,eas reeenu, 

intereat ratealan t&l.lm to unprectdanttdlT low lenla. S.... ot tbttt 

are ...U below tbt reaaonahlt ~· of en 1&17 _,.,. pol107, 

end are rtitinl ttriOila, 10111-tono probl- for tht tuture ...U-btoiJic 

or OW' oharit.ablt end education&l. intt1tut1ona, tor tht bold .... of 

inturance pollcita end aa'finga bank aooOWitt, end for tht natioaal 

acon.., u a whole. 

The Ftdar&l. &.aene S:ret• tindl itaalt in the polition of 

boin( uublt ttfecti Ttl¥ to di~ebarp &1.1 of itt rttpOGiibU1tioa. 

'lbilt tbo Concrete baa ..t. dtpriTtd tbt s,..t• ot retponlihilitita or 

I 
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or poHU, but ill fact b.u grant.d it ...... PO'Iez'a, neftrtbeleaa, cluoo 

to oxtraordill&r7 world cODditi.ona, ita autborit,. 11 now l.nad.quato 

to cope with t be present and potential excuo ronrn problaa. The 

Federal Rosen-e STstoa, tbore!ore, subllite for the oona:lder ation of 

tbo eon,rees tbe follow1ng fift-poillt pr~aa· 

1. Congress abould prorldo •ans tor abooorbing a large 

part of exiat!Dg excess reeerns, -.bicb ._,t to HTen hlll!on 

dollara, u wll u sw:b &dditi.ona to then ronrYOe aa MT occur. 

Spec1f1c~ I it U rec:.-OODndatedOQ tbet CoacreU -

(a) Increue tbe statutory reaerYO roqniroaenta for 
<!nand deposi ta 1n benka ill central ronn-e cities 
to ~~ tor dnand deposita 1n banl<a ill reoerYO 
cities to :!OJ'; for <leaand depoaito ill country 
baDka to ~~ and for tille deposito ill all baDka 
to &{.. 

(b) Jlapowr the t>e<lero.l Open llarnt Coaoittoe to JDt.ke 
fUrther increuee of reeerYO reqnir.-nto sut­
t1c1ent to abeorb uceoe ronrYOo, subject to the 
11a1tati.on tbot reeerro roqnir.-nta abo.ll not be 
1nonaaed to .,... tb&n ciouble tbo reapactin per­
cont.«•• llpiC1tied 1n penc2"&pb (a). (The power 
to chango rosen-e roqnireMnta, now natod 1n tbo 
Board ot Gcmornors, and the cODtrol ot open aunt 
oporati.onl, - .... at.c~ 1n tbe ro<laral Open llarl<lt 
eo.aittoo, aboald be placed 1n the - ~.) 

(c) .lDtborize the Federal Open liar kit eo.aittoe to chanCe 
re.....,. roquu--nte tor ..,.tro.l r111n-1 cit;r ballka, 
or tor reaarn citr ballka, or tor oountl7 ballka, or 
tor IZfT ...,.b1nat10D of thell tbrel elaana. 

(<I) llaloa reMI'ft reqnireMI>ta applicable to all banD 
rocoirlJic cl-..d deposita r~~ardleaa of wtwthar or 
DCit tt>er are .-hera of tbe r.cs.ra1 llellrft ~atoa. 

(o) ~ reaarna reqGinclliDdlr parecrapbl (a) , (b) 
and (<I) troe the -u ot the r.cs.ral Deposit 
Innruce CarporatiOD. 

1 72 
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2. Va.rioua aoun:ea of potential incrouea in excess ,.._ 

serves ahould be nmoved. These include: the power to iaaue three 

billiona ot greenbacks; further monetiu.tion of toreisn eiber; the 

power to iaaue sUver certificateo apinat the oe1fll\1orage, now 

amounting to one and a bal.! billlco dollars on prenous purcbues 

ot eil ver. In new of the cCIIp].ete]J changed international e1tuat1co 

~~the paet 7ear, the power further to dnalue the dollar in tenu 

of JOld 1e no loopr necess&l')' or deairable and obauld be pend.tted 

tc lapae. xr it ahould be neceoouy to uae tbe .tab111u.t1co fund in 

.173 

11J;f lll&nller wbich would affect exceoo reoerno of banko of this countr,., 

it would be advisable 1t it were done only after coneultation with the 

Federal Open Market Committee whose reaponaib1l1t7 it would be to fix 

reaerve requirements. 

). Without interfering with 1117 aaeiotance that this Govero­

Ciont ~ wioh to utend to tr1endl7 nationa, -• obould be found to 

preTont further ,rowt1a in exceso re .. rvea and 1n depoeits &.rising hca 

ll>tUH JOld acqui.eiticoa. SUch acquioitiono abould be i.neul&ted hca 

tbo credit ~- and, once inaul&ted, it would be ad'Oiaable 1t tber 

were not restored to tbe credit -ret• exc-s>t attar consultation witb / 

the Federal OpeD Market Cooal.ttee. 

4. Tbe ti.nanci.ng of both tbe ordi.narr ~to ot 

Govei'NIIent and the utraordi.n&rT need• of the defenae program should 

be acco.pllabed b7 drawinl upo11 the e:rieti.nJ larJO YO~ of depoeit.o 

rather tban b7 creating additional depoeite tbreu&h bank plll"Chaa•• of 
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Oon,_.t. aecvities. h ....,. in accord wi.U. the nft that the .--1 

debt Umit ahould be raieeciJ \bat tbe epec1allildt.aU011a 011 det­

tin&DCinl abould be ~'t'ec!J azul \bat the TNUW7 ~ be ..U.CII'i ... 

to issue lll7 tn>e of eecvi\1 .. (inc:Juc11ng tllll7 tenble --s.u .. ) 

111dch wwld be especi~ euit.able for inftnora other tbul cc !al 

1.74 

banks. Tbio 11 olearJ.7 deaireble for ..,.,......,. as well u fieeal ..--.. 

5. • .t.a the national inc ... incnuea a larpr - 1erpr ~ 

tict1 of the defense expensee ahoW.4 be Mt b7 t.ax ~•• ra\ber u.a b7 

borrowing. llbatenr the point •T be at 11bich tbe budget. ~ be bel­

anced, there cannot be lll7 questioo that wbeneTer the COOIII\17 approach .. 

a cooditioo of fUll utilisation of its eccncmc cap&citT, wl.th appropriate 

ccneideration of both emplo,._.t and procluctioo, tbe budget a'-ld be 

balanced. Tbia wl.ll be eeoential. if lllOnstary respooeibUi\7 is to be 

discharged eftect1veJ.7. 

In .-lcill& \beae five rec.....,d&Uona, the Pecleral IeMmo sr­
bao addreooed 1\aelf pr1Mr1lr to U.e _......,. aspec\a of the ei-U•· 

These 11011etary &easureo are aecesl&l'71 but there are protective atepe, 

oqual.l7 or ..,re iJoport.ant~ tllet llbould be t.aken in other fielda, auch u 

preventi(lft of 1ndutrlal and labor bottleneob, and~ of • t.ax 

poller appropriate to tbe defenae prorr- and to our .,.,et.al'7 ODd t1.cal 

needo. 

It 1e rt\el to tbe .. oc- ot \beae MUQrel tile\ there be Wlit.7 

of polier and r..u coordinatiOII ot ...U• b7 U.. ftl'iCIU Quow sstal 

bodioa • .l -et.arT .,..t• dirtdecl apinlt itself..-.& stOlid~· 

In the period t.bat. a .. ......s a - ~ .,..ta 1• ..-u.&l to ... . 
the aucc ... of \be de!- prvclW ... _.utootoa - iJMI! $ pwb)e DILl]~•• 
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D 19, 19110 

A-L 
lito Lollcl 

!be follo-t,. ~ .... of ••n••w..__, .,.,..._. 

.,.:~ opnl>loe ..t. on Doc'""""" 18, 1~ to ~. poUei• 

clicUon• 

state D r!er!' 
I ar-e. II. Haclaoortl:l, Lopl .a.trioor to Ulo SocretaJ7 

J. &. ~. Aoooi.etoat Chlet, Dl.ri.d.on or 
lrltonlaUonal c •cou-

!r:!uaa Pn" t. 

Hert>ert E. G&.t<111, ANi.etoat Sooi'Wtar7 or u. 
TI'M81U7 

I. B. Folq, Jr., C..r&l COiaDHl 
Hunt.i.Qgton Cei.I'Da, Auiet.ent. ~ Co Jll 
O.ear s. Cox, Aeeietant. t.o t.b• CeDeral cc-•1 

.... D!pt.rt t 

Lt.. Col. C. B. lel.lo, ll:!cooaUft ottiee, -
~Uonllrudl 

llaJor P'nak -· a..nl starr eo.,. 
Jl&at.l.c• p,_.. 

hdp I . A. ~. Special .&aein.nt. to t.bo 
At.to~ O...nl 

1!!7 c ,.. rt 
1llfot. L &. SelldMaDD, Direot.or of Cet.nl 

Dl.'fieioa, llaftl ~ 
~. c. s. AI.<MD 
C hr B. Bl• tor, Ottioe ot .llllc'e ~ 

a-&1 .... , ... 

175 
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Aa1Nl ~ s. ~. aa..'t..• 
- .. u L Lllta. ~ a..nJ. Co-..l. 
-- J. ..... • ·~. 14pl Dl'fialoa 
B. T ........ ~to t.be ChaiNM 

DI:.IIStPIID 
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!' ... (I! '£WPp:l (I W"tp,T71'! SJAttW 

II!!' 4:00 to 5:40 P.L, Dec-.r ll, 19/oO 

l!!tt' J1oaa 474, Stata ~ !la1ldta~ 

Stat! De~ Grec H. llackwortll, IAcal Allrleer to tbeSecret.&r)', 
a1111 J. 1 . Sall4•~ ttat Cbiet, D1Yia1oa ot Int!ruUoaal. c <catioae. 

!J:!ull1'7 ~~ Herbert I . a..toc, Auiata& S.Oret.&r)' ot tbe 
'l'NU111'7, 1. u. ro;;Tr:; Goll-.1. eo-1, Jturt.u.ctoD Cairu, a .. t.ttat 
a-..1 Coaaal, &Jill O.car s. C:OX. .&ubttat to til• Golleral Coaual • 

..,. ":Nz:!=ta Lt. Col. c. H. r.u., ~Dqat1Y• Ottice, •t.r Trau­
portatt.oo BraDch, and lloJor l'ralllc ..... C....ral swt Corpe. 

Jilt~: JQdge 1. A. to.HIId, Sp9cial Anietant to 
tiM Attol'<le7 • 

lluY ~ta c.pt, R. 1. Sc!NirMm, Director ot C..tral 01'fie1oa, 
l&ftl Opel'&iL.M,i. c. s. Alda, &1111 Co=·Mer H. B1••-1er, Ottice ot 
Juds• Adjutant Golleral. 

llr. SMptad ot tile state~. re.1aed tor cliacuaioa t.be 
.....Ut.oo or Drstt ... ) of tba _...sa., a OtiPT ot *icb 1e em-zed. !be 
rr...,. o.pan..t r&1Md tile tv=c1 n".al ~ or ..u..r 1t wa w1M 
to to tba I'Neid..t tbat a Coord.iMtor be appoiDtod. e1Jice tbe 
-r...._ ""' ~ Met1Dc tor tbe Jllll"PPH or coord.l.Datills &1111 
41apoeias ot tba )II'ObJ.- ot 1 HJts..S *ip.. 

!be """•1"7• ~ ........ autoD, Cail"DD, &1111 eoz, a1ao raie..S 
a aar1 .. ot apeo111e ~. ODe wa tbe •tt~ that tbaN wa DDt 
- aa -t! ebortace or ~ &ftUAI>le tor tbe ~ ot tbe 

• 
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t1Jii~od Stat&• on,.._. o_...e. ... Cox poiat.ed •t \ba\ tae\uUT, 1A 
tlle li&h~ ot Wbat Aoda1nl Lad bold Mid, tbe at.&t..\ ... 110\ b ... ud 
tllat u a local utter, it 1\ ....., decided \o .....,.UiUoo \ba ~. a 
record ohould not be lllda apiut tile Ooft..-t on ei\ber uo ~ 
or cloubtllll eta~ll\ ot taot. 

Tb• Tre&IUI7 abo Nieed the Q~~Ution aa \o whetber or 111>t tile 
ota~-nt ill Parocraph 3 , 011 POCO 7 , &boll\ the 1Da11Uit7 ot tbe llarita. 
eo-iation \o nquia1Uon UDder aiatiAc l&w, ... eccvata. 'lbt Treanr7 
alto 0...,eat.ed tbet it it • .,.. decided \o proceed 011 the buit ot tbe 
preo•t plan, one ot tbe ll&jor roo hUoae abolald be tbet tbe Cool'd1lla-
~r dotartlill• wbether or lll>t tbe t-lb111aed ahipo could be pU\ \o ,... 
Wider tba l&w. All ot tbe Tre&IU'J'• rl- ...,. edoptad. Ot.bv ngwted 
rnial..,. were alao 111\rochoced Uld accepted. 

11r. Saucated Mid be 1fOI&l.d aaod a rnieed oopJ ot tbe -ra~~~~a 
~ 11r. O..t.OII 011 the .,ndll& ot Dec.-..r 19. llr. Saucatad alao aaid tbe\ 
ba wiahod to aubmt t.b1a _.....ma to tbe S.Orwtarr ot State at t.be -
tiM. 

Tbt -......n. wu a.,t, not \o llr. Clut.OII, but to llr. Cox at 
5•00 P.ll. on Dec.-ber 19. 

• 
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H.H.Jr: 

!lad or 
Lubin: 

H.M.Jr: 

L: 

H.I!.Jr : 

L: 

R.M.Jr: 

L: 

H.M.Jr: 

L: 

H.M.Jr: 

L: 

H.li.Jr: 

L: 

B. II.Jr : 

L: 

Bello. 

Hello. 

Deo•ber 19, 1~ 
12:00 p.a. 

Yee , Lubln. Morsentbau. 

Ie there &n7 ohanoe of ., eee1n& 70u f or 
one a1nutet 

lo, but 70u oan do 1t on the phone. 

It' • the eort of th1n& I oan 1 t ta1.1t about. 

Well , what 11 1tt 

H'e a -uer that I think the Bon hal sot 
t o be epoken t o about . 

Well, oan 7ou s1Te •• an 14ea? 

Well, 1t'• thle reorcan1&at1on of the 
0oM1 .. 1on. 

Oh. Well , do 7ou want to before Oablnett 

I don ' t care Whether - aore or 1••• - but I 
4o f .. l \bat there'. solnc to be a hell of a 
reaoUon par\1oularl 7 1n •lew of John Lnte 
an4 h1e pooup - to be able to M7 that tha 
two Bepublloan• - three lapubl1oane, Aftrt, 
laTJ aD4 a b1C 1nduetr1a11et are S01DC to l'WI 
thie wbl:lle allow. 

Well, wbJ don 1 t 70u be here at 10 alnutu of 
2:00. 

o. lt. I'll be there. 

10 alnutee ot 2 :00. 

AU r1pt, tlne. lweU. 

1.88 
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Wr. Lubin phoned the S.oret&rJ at 12 o'clock 
and wanted to oome over to eee the Seoretftr7 on a 
matter he preferred not to d1eouee over the phone. 
Ke came over at ten alnutea to two. 

wr. Lubin aald he thought it wae a great lllle­
take to have three Republioane, Sti•eon, lnox and 
Xnudeen and no Democrats on the council to epeed de­
renee. He thlnka it 1e a great a1atake not to have 
a labor IM1I on thle o~ttee. He a l eo felt that 
Xnudeen wae not the .an to head up thla council for, 
1n hla op1n1on , he baa done nothing worthwhile up to 
date. Lubin aaked the Secretary whom elae he ahould 
talk to and t he Secretary auggeated Corcoran, Cohen 
and Felix Frankfurter. 

• 

• 
• 

' • 

• 

v 
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TREASURY DEPARTMENT 1.90 

iTRICTLY CONFIOENTIAt. 
llr J'roUriok Pbillipo, MOol!pUiof. b7 lleoara, Pi-t a4 l'l"lfair, oallof. 

01 .. at 12 o'clock aooa b7 IIJIPOU\Ma•. b'ouA 11 o'olooll: Booro\1117 llorceatba ba4 

npJAiao4 to lleoare. Jell, Tnac u4 .,lilt tlw olr-tucoo aUoa41ac 'lie ia­

tf t» ou.l- proaa ooaforoaooa lieU a\ tU Wlai\o 11ouo u4 \lie ~ 1a 

dick worauos ba4 nJ.a •ratac Mia _.. -udlo 1a ~4 h \lie lriUolo '"" 

,. et oo .. rao\a 1a Uola •-vr. It .... a4ftatoM Uat I allaoolf. -*• tile uoar 
roporh ot oach ooa.toroaooo ortail.Mlo to lir J'ro4orloll: l'lo1111pa, 'lloo\ \bat I -a 
M4 10 WorMUoa \lwro\o, 

Vbn I abowof. tU TioUora tile Uoll:or riJOrh lir J'ro4orloll: l'loUllpo 
~••lT luiltof. \bat ba 1oM _..ro\oof. tile looro\1117 to loaw ctwa lo1a tile ....... 

U.t \!Ia JriUolo wro tree to fiiO aloMA with tile plM1ac a.t tlleir -•....na, ~ 
.., r .. trlcUo~f.ac _.. Ua\ tM7 allaoolf. MN}T ,.._, '9 to tile poial .t .. P'BI 

,.. u.a -u - aoUoa "" \Iii ,...r ~~~. Ia auwr to NlUpo' ~. 
to14 Ilia tloat Booro\1117 llor••UIA af. UU.r looroto17 Jell .,.... aot .allUlo, 

ot oolla4aloa iawlTf.ac \118 OUiao\ ... Uac.,... •....U.to u,.r•• u.re.t\or 

tor low York. I U4, 116-•••, a\ ., ThUora1 oac.-a\ioa, ull: lllilllp Tcrsac to Joia 
,.. lfflfll· l'IIUllpo oo-va\of. •• tlw ... ,_.., tlw\ U h ....ry Ti~ M Ue 

It•=-• t~oat tM7 II:Mw tile oal ...... we b7 ..uu .ua ainaU• .... loa ~ .. 

.. • \M\ tllq - Mft&UT aS.- ooav..te. Tnac aM I ...... .._. &a ..... &I U 

.. poool\lo to ctw .,... '"- abaf.iof. 1a tile a a'oatiao * \loa* \!len - ae 
,. .. tu. lilt' a.t t~lUac )7 ,.... .. ,. - ..... 11 pro\la onl4 loa ftMlwt Ti-n• 

c..,.... 1 proeaa4 to apaall: to \M looro\or7 •• .ua poia' 1t I - lo1a Wore • 
•11•1414 \U C&lliMt lleo\f.ac, or '" u11: llr, :a.u ta tolaplaoM aa 1oa&ll: rn. ... Tolt: 

U1 aoooace 11111& \loa loorotUT ai .. t teal trM \o 1M .. paao al M ftlllipo ~-. 
porUCO&larq it tU p1aaa .,._, Mrl ~ .... to - tv\lallr .,._. •• .Uo 

lf""-a'o c.lli»t ... tf.ac. It -- Nll.t, loowa; .. , Uat \loire cnlA loa .. 

hlrtloor Ma,hl U-.aioa .t \M tuoUoa -- loorl\ar711or .. 'W'o NWn fna 

lor Tort, htoro lo&Tiac u a\ 1 o'olaolt NlU,_ aiiiDof. it • ..-111.- .. -.1& 1a ' 

1M otter-a. 

At 5 o1olo* .Uo _,,_ Nllipe reftraef. M., ..,._, ocn•n'of. li7 
, ....... ,. I eJplolaH to l'laUU, ... , 1 ....... --. ~oor~c ---• ClaM8ft 
,-·-· ... , ... .,... wt.~ ... »all alae .. u- .... I ?_... - ... I 

oa \1 Ida, Nllipe, .., - .... -* I ~ NMlW Ina* II •WF 

"'- '" ••••~M& t nw .,...,.... ftilllr" IIIII& tMn - • -
lliiiUoU. \loa tvotl• .t oeaV..\o - _,uoo tu liar ..._, 'lid tMt -­

wea14 \o 11aYf.ac ~S.o t:roa U• Iuter-\ ._,_.. or Ia * - 'ac, -
~nao.-u, UD to - tM loor"'-7 opla aa - • peaalUo. .. IU ...... 
........,, M ., laM tM ...... oU. ot * ,._.loa wt.tll •· 

• 
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Pbillipo reaiii4M •• tba\ wtaea Ilia wu ezplaiatac lrlUell """to \Ilia 

sec,..wr Ilia bA4 lot 1\ 'be looowa \Ilia\ pl4 hol41111• ~ Great Jrl..U, wce\llilr vtn 
torolp nebM&'f &l .. h 1a \Ilia VaUM 1\a\oo .... ea.da, \e\ale4 mii,OOO,OOO. llaoe 

lhl uti OD. vtliob Pllllllpl _. \1111 .. \1.\o, \lie .. l'IIOVOOI 11aft 4ria41e4 tv\llilr 

row \be' tbo pooolblli.,. bao arl .. a tba\ a tew 4a;ro or eworal WMir:e aq 'be lanlft4' 

wo:o 161 clatlaUo arruc-\ h aa4o vtdcll will roue ... \Ilia lrlUell ot pq1ac oaell 

tor tbllr parolo&Mo 1a tll1a OftllU'T, Pll1lllpo fMlo \!Ia\ w - oo&alUI' \Ilia .,...,. 

f.DI4l&to probl• ot \Ilia oaell quoUoa . 

Be naladol4 • ot \Ilia ..-ulell 4aolro w .taW. a ... , - worll:lac 'Mlaaco 

of $600,000,000 1a coU. tM tlpn bao aow ., .. ooaalt.rablT 'below \bat lwol a4 

lhlo 1o thO one a~lelllo r.oorre \o be lootM. to ~41&\olT, &a14a tr.a \Ilia 

,...,.1 U•• vhlolo oro 'Mlac llqll14a\o4. Phllllpo o:r;pl&lao4 to • tbat vll11o a 1orce 
portloa of t.ba BrlUell col4 had. 'Mea trauporw4 to oa4 otoro4 1a ea.da, tllil nppl7 

~orl lo DOY IIG"I.ac OxUae\loa a4 \bar. G'O TVlOU p!'Obl ... l.Janlft4 ill br1ac1ac 
oon coU to tho 1711.1h4 Btatoo troll &o\ralla u.4 SollU. .Africa-· tho r-h•ac 

(Old hol4l~~&~ o! tho BrlUell oro oltlla\14. Ia tll1o ooauctloa , Pllllllpo au.A_ 

cothor it voul4 'be pooolblo tor \Ilia !rea1V7 or t lia lo4eral b"rn Julc ~Jew Ton: 

ii~:.!f.ioi'itl\11ato4 ill Autralla. or S!Vh lriN. I \ ol4 Pllllllpo \Ilia\ 1\ bA4 ..._ 

· pollc7 or w !rO&IIIlT olaco \ho 4&7 \!Ia\ tho Wvcpoaa ..... brolot ov.\ 

lo S.ptoabor 1939 to pv.rch&IO &Ol4 oalT "!PP• 4tllwr,. 1a \Ilia 1711.1\14 Statoo. I lot 

hlJo ~v that ftl'louo uoacrlu aa4 coatrlll 'boall:a ill llvopo bA4 oppr.acllo4 uo oa 

lhlo wbJoct, bat \!Ia\ tllil oal7 colt vtlicll vo bA4 ~~~ UUo to Ollto141 of \Ilia 

I!Utod S.ateo attor tllil Oll\broall: of Ulo VV ,.. \bat J'roacll coU vtdcb VI accepted. 

4111•or:r of aboard. an .Aaortcu OJ"Qloer a4 brftCII\ to tho 1711.1h4 Statu 111 U.o aoa\b 

of Jut, 191lo. I &4414, tvthoraoro , tW \ho h4aral :a. .. rn Julc of Jew York 

llol DOt 'bollcl>t &a7 pl4 allroa4, al\llooiP bcU. U .... prl-to llako llan l.a a few 

casu &ado ..truooo to ooaval bub aplao\ col4 1a uaul\ \ o \ho 1711.1\M 1\at ... 

Vbatblr tbio oou14 'be 4oao 1a \lLo preooat laet- ... a quo\loa. Oa J'ldlllpo' 

uu, be oa14 thoro vu aonabt 1a 1111 ala4 &a to lllaethor tho rloll: lhoul4 'be att-.pto4 

of br11C1111 pl4 tr.a .... th .Atrloa 1a a M r cballt "'olll• • allte4, 1a tll1o coaacUoa , 
ia I ropUo4 tba~ I 

olai:po oocat!oallll7 rlolw& 

Sollth .l.trtcan porto. • .,.. o'bY101lal7 laioru\14 1a .....S.rl.ac a oorrloo to \Ilia 

lrlt11h •laUar to \bai pron414 tllil hoacll 1a vauporll.ac ou lot ~ cou 'o7 OJ"Qloer. 

Pb11Up o \hoa ra1 .. 4 the quotloa ot til& BrUhla Oonruoat acquir1ac col4 

!roo blr allito. Jo aat4 \ba\ ho boU..,.4 1111 Prlao 111U.\ar VO'Ol4 _ , •­

tapNu1oa troa hoo1 ... \ ....... u &I \o \Ilia p:ooprlo.,. el .ala actioa 'Mtor• 111o 

.._al pvw.t \lila polat t'oaJ1!aer wl\b tu allW po .. _ah. Ila ._.. w • 

loquir;r, Pb1U1po coatl.no& \!Ia\ Jail Goft~\ ba4 alreooq \alaoll 'QP \1111 •tt•r 

nth tho IZilo po .. uoah ot .. .._.. tu •thorlaa4o aa& Jolcl&. VIla t.ba propollll 

-. .... to \boa \bat \hoT Uopo• ot \llillr &014 to \!Ia lrUiell Cleo .. -t oopiu\ 

•llrlliiC, 1a or4ar to ho~ ttaaco \lie--· \he JorwclaU a4 Da\a etfiollll• 

luht14 t.ba\ \llil7 had. oor..U aouor o\llpUou \llilaMlfto to -•· tllq voro •' 

nllbc to accept \Ilia pnpoa1UoL !M Jol&:Sa• liJaowloo rotuot.. ftt 414 la41oMI 

1 rilll epooo M ooul .... \Ilia prepooUioa el loM1111 - at \lieu &014 '- \Ilia 

~ ...... p:oonw aa 'C11161naklae _. _.. to renn u •• Jolcl• ai \Ilia olooo ~ 
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~>oolllUloo, o1Aoo thl.o oouUft\lt& \a ou raoono ot lllc1u lllliob 11u '-~ 

''""' ed vbioll will 'N ......._ tor poo~war rollai>UUaUoa. Phl.lllpo 414 ao\ 

010uoa ytwUior ao ~- laM Me& .... oo-r&Uc \be oo.,...th'e}T -u -• 
or C•och &el4. !bat ot hl.-4 hall 1a \be llata ot u.. Jreaola 1a DUar . :ue-Jr'o 
p14 bol4lllel .... t"Aill -u. 

fbol quooUoa ot J'HIICil colt Ml4 1a C...... ... tboa 41-•eN. Phl.ll1po 

rn.la4a4 • that part ot thl.o .aa ._, 41reot}T with \a lllak of a...... ~ \M 

JaDk or J'raace, aad that tM ro.ata&or 11a4 'Nft oenorlllod ortci.Mlll' wi u. t.be llut 

or JJ!Claod, aad tbat tM latter W- plaoo& thl.o wiUI "• J.u: ot n...... !ba 

Jrllltl> do DOt fool tbat tMJ ol>nld hloo otopo to-4 'plJIChl.ac" t.bM lroiiCil COli. 

>Mcb lo vlUI tho l.u: of ~ la tho - ot \a llut of hcJ•• w.lloo -' utU 
tllo Donldoll Ooni'Uial h reooaou.a to t.be 14ea 01 \be Gotli-at ot Coa.oola, t...._ 
11>1 !6Dk ot C&llo4&, toklac oiailor aotloa with N8p1Ct to \at lroacb coli. --.rllll4 

4lrooll~ vlUI tl>l llut of ~. Phl.llipo tol4 M \l>lt t.be pr;,poo&l towr4 \bio­

wbloll ho had oublli\tod h Ulo .. .,...,...t of~ laot -• ot\or b1o YloU to 
VuhlqtOD had Mft tvud 4oft. h llu apia toltft \a MtlU lip v1UI llepv.\J ltlalotor 

or 11D~Aco Clark obar111C \a laUor'o rtoU to~ -r&l ._,, -· ad h 
ottu vottuc - .., .. , troa ou-. • a4M4 \at oaotbar - tor a -uou ., 
,ollcr oo tba part ot Ulo llr1Ualo 1a \bio r&8p1Ct ... Ulo ooaoora of Jlvrto loo\ '-

coatroctoro 1A tho 11a1 tot Stat .. llipt beo- 1:110Uit& tt tho llil\1111 vera \ldiii .;;... · 
&eU la thl.o haahpMro. h U~oaPt \bio atcht 1-' to dttt1CII1Uoo la 

leolac Brlthh ordoro. •ov, bovnu, PIIJ.llipo toolo \at tho :pvobaoi"C procr• 

donloptd to -.ob a polat Ulot UIII'O 1o ao lOIICII' ""' tor 0011cora 011 thl.o croaa4. 
0. t.ho other had, thoro llu 'Noaa...., doftlop~~~at 1a lr11101 Wiob ctno o-.H tor 

,...... !!>at lo, vlUI \a -ti.Ma\ 1a lr•oo bartac 'NooM dooldodll' 110ro pro-Br1Ualo 

la rocut wolllo, U.... 1o a t"AioUoa u to 'ldiiUiar ~ o\lp abolollt aov 1>o hlooa Ulr..P 

'plzchl.JJC" tho hoiiCio coU 1a ~ ldllcll lliP' o\roacl7 •tocoai•• t.be h oh 
hrtlloreoro, PIIJ.lllpo po1ato4 nt t.bM oa}T a par\ ot \M lroacb colt 1a -ool"bla 

lo t.ht Britlob, tho\ part u141 troa \a otooll: 1a Ooaa4a 'NliiC Uotr1bllto4 1a t.be 

llalt td Stat .. , lllll'tlalt"AI .•4 lo•pl. 

Vltb roopoot to Vaitot 1\a&oo 4ollar _.Uoo halt~ tho Br1Uob, VI Uo-

... 114 tho otto no ot 11r. eutori to .,..a '11\P _. Uqalktloa \Mraot, a4 obaro4 

plouvo at tho procrooo *lob eutori 11u .... t.be t1rot Ulroo 4a7l ot Ullo Wilt, 

fl'to vhlcb U tlppllro Ulat U .W "N po .. lbla ooao1a-U7 to 1Mre- •• rate at 
*lcb dollar IIOVltl .. ba'IO Mea .arll:atot at .. Torll:. .... it \Uo total .... , 

......... , p &loac a\ tM rate ot \be tl.rat ll&lt ot tllio .,.., or - ~· 
hlt.hor, Ulo total pre-a. t.Mrotr• .W M oaUralT •w•a.-w to Mit lM oa& 

rtqliroaoaio ot tM lrU1ala. N1Upe Mlao4 •\loll' tMrl U. '- "7 hr\Mr t.llnPt 

ct.... to U.. IU~oot ett tM lru 1 or .u a.•.G. Mk1ac- tl>l• -1Uoo. 

Pt..t ICI'OI4 with • that a r-\ •"*-' "" a.•.G. Cbatnoa lo- l&Uoot.a 
1'- lot toll \bat w ~ ....u ....,...11' M ...,. 10p1aat ..- ~tloo 1a tM lliMHooewacollo 

*' CoiiCI'oodoa&l Mtla. "-' 11111 I alM: hfef ftJJ,Jtr etl -• ·~:'!1 

tr ltorttorJ ....... .._ .-o1a ba d8a1l4 ~ t.aMaU• t4 H&Mri"C tu.- -
lo Groot BrUala, *ilia 111Ft -iftllll' nolaN - tM aplrlt ot \hit ~-- Alt, 

prior ., etal etl Claaln•· 
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PhlU1po then lot ao nov that ho he4 ooon Probhch of tho J.r~ntlno liiWIClal 

:»l~Uoo a tw dqo "CC aAd. he4 4hcuoed tho propooltlon vhich tho l!rltloh han 

w Ill' vlth tho u,entlnoo for oOM Uao of tho latter rodoolllnc tho Britltl>-o""od 

t.U¥01• 1c u ,entllla. PhUllpo hollono that tho ax1na Toha of .,ch OOC11l'ltloo 

1o pruanl .arket oondltlono 1o l045,000 ,000, or appron .. t•l.T $180,000, 000. Yorlou.o 

u raot;taooh bon boon tal.kled DTW v1 th tho .U~ntlnoo, but Phllllpo tho"Cht tho ono 

.,,. lll'ol: to offer ponlbUltleo vao one vhoreb7 .u,.,tllla ~t borrow orouad 

SlD(),OOO,OOO troa tho tlnl.tod Sktu aAd. pq tho l!rltloh lA dollaro for tholr oocvltloo 

ono alao , I bellon. tho o'l"oit7 iJ>..,lTOd. I aaked Phllllpa 1t lt .... hio undorotudlnc 

\hal Prebhch voul4 look to uo for thlo $100 ,000 ,000 ln oddltlon to the two tron .. 

a<:llooa , •• • b7 the .A&erlcu J:xport I8port Bu!c OJ>d tho othor bJ' our Stabllhatlon 

~-. vhlch are nov bolJ>I oon.,._tod. Phllllpo r epllod ln tho att,_.._u.,., 11a 

rtal1:o4 t ll.at t.horo ~t be ...,.thor plOJ> 110rbd out vhorob7 tho Brltloh would 'bo 

rtlabul'aod tor tholr .lz'IOntlne oeco.rltloa thro"Ch 4 percent otorll~~t: dobont uroo vl!.lLOII I. 

.,. ... u run 6o 7ooro. I t old Phllllpo that va han had no recent connroatlono v1 th 

~' .Arcontbeo on thio oubJoot, lea'fi"' tho tiold to tho Britlah ud tho ucontlnoa 

etu ehe• t.o eonr. 

!a a next poooibillt7, Phllllpo broucht up tho quootion of 41rect iDTOataonto 

!J: tho United Statoo. !Ia thoU&ht tho Deportaont of Co•orce eatiaote t hereof vao too 

ll;li>, oapeciall7 obco ooao ot I1ICh ineotz>onto roall.T conolot of oecvitloo vhlch 

bun Ioken oYCr alroaq b7 tho BrUi oh Oonrnaent aAd. haye br oqht t ho total ot 

.!ltlr United Stateo dollor oocurlu .. up to about $1,000 ,000, 000 , which 1o lA oxcon 

>f tho llopartlllont of Colllllrco eotiaato. Phllllpo feelo that tho ...,.lcotobll!t7 of 

>Ost of lhtlr i .n ... otmonh in tho United Statoo 1o amall becauao of t ho importuco of 

~ cot:~~cUon ot t ho poront concern in h&land with tho aff111atoo ln tho tlnl. tod 

S:otu. lie ••••d to faTor tho idea of borrovlnc UDder 1:10rt p.ceo conrl"' I1ICh 

propert!u , ra ther than attempting outright oaloa. In u ovor to 117 queotlon, ho 

said lhtt Gifford he4 DOt loolcod into this pouibUit7, ud that ao•• other aeon~ 

IW> Gifford, vho 1o purel7 a aecurit7 ozpert, would prohabl7 be ooloctod 1t &ll7 COIO­

~ili:aho effort to dhpooo of direc t izlTootaanto h un.dortaken . 

?lnally Sir lredoriclc raioed the ~uootlon a• to whether tmmod1ate and direct 

udatao~o could be obtained t r oD our Stabilisation lund. 1 n:pl ained t o h1lll the 

t!o;>lt pro~ou vhlch ,. uoo 1n our co.rront aAd. propoaod oporatlono vlth ~•rtaln 

<>u>r!oa. I added hovOTor that I doubtod .mother S.orl\ar7 Mor10nthaa. would fell 

lhal hh cleorOJ>Co ~lth tho Conueuionol co..J.ttoeo on tho Chinoao propooitlon laft 

h1D f ree to corr7 out a alllllar tranoaotlon with Great l!rltaln, the latter being 

U!Wtel: a 'boUi~ront. P1noent acroed with • that other otatoa•h of the 

S.C..tory alcht preclude nell a poaoibWt7. '!ha7 hoped, ho,.,..r, thot I wonld 

lrOO<.h thh oubJoot to tho Soore\ar7, olnco 1t vould bo the ..,,, pro~~pt ad taaadlato 

•U..d of proTidlnc dollor exch&nce, '..f it 1o at all foaaiblo. I 'flnturod to aaaeot 

~t tho Socrekr7 llilltt ntra!D froa 80.0h action, ITII1 thongh tho 1• lllcht poralt 

It, "'"' thot tho bic procr• hao _, lannoho4 of puttinc tho BriUoh eltuation 

lql:arol: botoro Concrooo. !hat to, I thonght that 1n Tlov of tho atat-ah aado 

bJ tho Proaidont aAd. tho hcrotarioo of State, 'froal1ll7 ad Co-reo • thoro alght bo 

rhlt of~"' tho vbole Britloh oa11oe bore 1t tho !roal1lr7 Depart-t ohonld 

• 
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NITM• a•uarr, 

J 
~95 

W ... la OTOII. D.C. 

Dear Kr. Secretary 1 

I enclose tables 1D the fora 1D 
which you asked • tor the• yesterday afternoon, 
showin& the order 1D which we should wish to 
place the various orders contained 1n Procraas 
Hos.l and 2. I hope this will &1ve you all 
the 1Dtor.at1on which you require. 

Believe • • 
Dear Kr. Secretary, 

Very sincerely yours, 

the Honourable 
Henry llorccthau, Jr ., 

United states Treasury, 
Waah1D&toD1 D. C. 
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1.96 

His llajestT1 S OovernJDent have learned 

with ver.r deep appreciation or the President ' s 

•essage conv&Ted bT the Secretary or the TreasUl'T 1 

that theT should proceed at once with the placin& 

of the orders necessar.r to !Ultil Programs Mos.l 

aDd 2 referred to in the stete~~ent handed to 

Sir F. Pb.illlps by Kr. llorgentbau on the 17th 

f'eceaber . '!'hey are anxious to proceed '--diatelT 

in accord4ice~th the President ' s decision. 

The British Purchasing Commission and 

British Air Commission have prepared, subject to 

confirmation froa London, the following notes on 

the succession in which thaT believe it will be 

possible to place orders:-

British llabasq, 

W.shiDCtCIIl, D. C. 

19th Dec.-ber 1940· 

• 
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~t.ated ~ _ .. , .. u_ or lllrit.bh ,...,_1.>1& lllaeu. 

P-te :t.a u.o VJiited atete• ec.S...t. 11::1:1et.S..C ~-te -
Jllrlifll- 1 a a, u - ....-.... t.1t.le4 • .,_,. of BL-it.lah Pr.......,. 

lluded bT tile IMNtCQ" of the~ t.o Sir PN4•1ok ph11Hpe, 
Dee ' I 1'7 1 l.NO • 

• • 
p]J!e: tf Ll. P!'lsa 

!.W 
Ju. , ... DM, - h'llo 
lHl lMl lltQ lMl 

An. ..... 
JMl 

... 1111*111!11 .. - ..... alnliq plMe4 
Prlllll't Ul 

10 
UT Ul - -

.......... 1 

• 

........ I 

• 

a..sw I 1 16 I 

hlt.t lOIII ae 1.87 l8T 'TO l.al 

C.,iW - II • lit - ... 
Proftot 1111 A • II 110 1011 

C.,iW 10 10 10 -
PlwlM\ 61'71. 101 lOll 1111 

CepiW .JlJ. ......II. -- --
!O'UL ...., MO •• lMI -

..... 'I'M --~ anrilloa\!a ot ..,..t.o ·-- ....... Ntl.Mt.o • paftial 2..-1 ... 
ot tile rate ot 1111111 tjtv. 1111on :t.a tile ._.._. ~ en1at.oll, 1 ~ 

nn.s.- u till Dau l nn wUl 11e anneh'• -:IT 1a .1_,, ~ 

" 
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.... • • 

(Ja an•- e1 w.a. a.n..) 

f!Wif ..... 
a.u.atel ... •• 

... lllp - Nt, JMJ 
a.tJ ..... .., •• 
.a.M.. 'Ml 

Pill \ " • " c.plW ~ ~ -
101 • " 

UIIIEI ,. .... , ao 110 410 
~w ...l!l!t _D. --110 - -

MQJW 
PI t ' "' ?0 •• 
Cow>1W _Jl Jl -

471 101 m 

w Ull 110 lCD. 
Cow>1W -- ...m. --..... ~~. 1101 171 u. - - -
£. IIIII 

~~---fw\M 'w'fef/110-
W' ,..,..., QOt.-~. --.J.Il...- ..... 

.. ,.,,, 
fta ....,. -. (a) \M ,._.. fll .,.... te , .... 

• fin\ u.- aiZWIIft W tz e1 :A) 
(•) _.. ftJ fll .... IW-

~..__._.. I ":r(el 'I X ),_. 

1111' I 11•, z 'elJ;r(~ -=.= ,;•:.:. =-:;.-r ~:a ~~-c.--
• 
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"'DP l!'OJIP gr O'PP' J.fl 
Ol1 111oaa ot u.s. Dollera) 

Total ot Bat"-tecl P~ta 
0£4tn Dtc.l94Q - peb. l9jl 

·~!Ul'f Product 6SO 140 510 Capital 1m ...1i ...1i 
800 215 585 

liUilfiQlll 
Product 600 130 
CapitU ~ ...1i 

470 
w. 

800 205 595 

IISf!BI,ld'!Ptli 

Product 576 20 556 
CapitU - - • • -

576 20 556 

Product 1826 290 1536 
CapitU ~ 1m _.aQQ. 

ml1112 IMIL 2.176 ~ 1736 - -
I'. '!1!£!'" !he above covera (a) tbe Br1t1ah aha.re in un 

planta DDW bein& created b7 tbe u.s. u.,. 
(b) orders to be placed troa 

uew Britiah capac1t7 referred to in tbe t1rst group 
ot ordera:paragraph B (c). 

G. 1\MXU .. abo'N conra ._ 10 D1..U1GD • ._ (Anllr 
Propoaa B) exolul'N ot certain eddlt101111l 1~ atUl 
....... -14erat1GD. 
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TREASURY DEPARTMENT 201 

I~ OI'J'lC& COMMUNICATlON 

....... Dec.. 'bar 19. 19'1o 

111'. Coob.ralo 

111' . Oifior4 h1opboae4 •• trooo Jw Tort at 101)0 Wa aol'111ac. Jr. atdal tbat 
p oterdq bo con-tal one •Ucl• traaaaoUon for a h\al ot betwllll $1,250,000 
_.t $1 ,5QO,OOO. !hit 1a ... l:re4 the llal• ot ih ...,. nook to aa h..Uac CIOapaJIT aJ14 
loot ploco attar a rnhal of a heretofore UllllCCIIot'Al attort to aota the 4aal . 
Ill'. Olttm lot •• bow hnhar that a110t11ar traa-ion 1o llll4ar wq lllrl.,UC a 
4hbr1lo&UOD oparaUo11 n.-oap loUh :loln.q, --tiac to a'boal $2,5<)0,000 . !lola 
10coll4 Aaol h o611.1111Cat 'CipOa \he nah ot \o4q1 o Jaw Tort otoot -tat . It tu 
.met racaloa bqoll4 a eartaia polat , aa4 U ,.. 110\al lila\ tu opon1JIC vao wot, 
!allb l!unq aq wUII4raw frooo the ..,._ant 11114ar lila pthUot;a llbieh tllq "'-"'· 
Olftor4 h lopholle4 •• the .. two U•o to 1 n uo bow that he h aa1<1J1c a real otton 
14 tpoal 11p t r anaaoU o110, all4 h foUowiac iuafar •• pooal'blo the 111lao llllll.ch he 
tl:ooclll t ho frtai'IU')' 4.aoira4 lllal he por ..... 

Lalo :r•atardq athraooa Mr. G1tfor4 trial to raaoh •• '117 h1aphoaa, bU I waa 
a oeeuac. rollowiac thai, Plaaeat told •• when oalliiiiC bare wUb Sir J'n4ar1ot 

Philli p• that G1tfor4 ba4 atke4 h1a to c-.l.cah to •• lila •••NI'I *leh he lla4 
hope4 to cho dlract]T, \baS h, tbat the $2,500, 000 4aal (which G1tfor4 ba4 -­
IIOAtd t o ao all4 which 1o 4aoori'be4 a'bore) ba4 be• •-•.a aJI4 wUl _.. 1a 
tl:t rtpon cO'I'arliiiC :raotardq' • lta~~aaolioooa. !llaa there will be 1aclll4e4 1a \he 
oolu ot Dac•'bar U ea U• -tiac h $1,25(),000 to $1,5<)0,000, aa4 1a \he 
rtperl ot Dac•'bar 19 We olhar U• ot ·- $2,5<)0 ,000. 
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JR 202 

Dated DccOibcr 19, 1840 

Rcc'd 2:05 P••• 

Srcrrtar)' or State, 

Washington. 

uu, 19th. 

Tbr Prrsidrnt ' s "lend o\ll' nr1pbor the boa plpc• 

declarati on at his press contcrcncc ••• reported 1n 

r catcrclar ' s press but not until tbla aornins cSld 

journallats have tlllle ~ catch their breath and c~t 

on the propoaala . Tb£ acbcmc 1a univcrsall )' p~aed, 

nearl)' all cOIIIIlrnts 011pbaaizing the tact that thE 

stt.tcmtnt rcvralrd a dctrnaintd t ffort for apndlng 

up product i on as the prbaar)' problm ccllpaift6 &JQ" 

technical considerations or r1nanor or r ordCJI ncbaoDaE· 

The TillES cSlplomatic corrupondtnt rctrra to thE atatc.Eat 

as •one or tht most illlportutt auggrati<llla to ccac acroaa; 

the Atlantic s1ncc war bcsan• and atatca tbat •a~:ldaa 

can a few words have orrrrtd the proiiPut ~ ao ~lEU 

a cbaft6t in a great and Y1.tal problna". 'l'hla wr1.tcr 

alao uacrta that "in LondDnit 1a tbo\lllbt tbat hardl7 

lrea important than Mr. RooacYtlt 1a atatr~nt la thE 

onr Mdt at about thE •- ttar OD ,._ada)' b)' llr. Ccmkll 

Bull OD thE srnt tau tbat raou GrEat Brlaia dlll"ille 

tbiE 
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thE & xt rcw months" • Tb£ 'i'I!I£5 l ong ccU t or1.a l on \ he 

s ubject points out t h2 t Al!ll:ricc rcal.1zca t b.nt lonns on 

tb£ sc a~c nccdcd would s~ply create dirf 1culties a fter 

tb la wcr s~lLr to those which helped to wreck the world 

c. fter tbl: les t wc r , end thct arttc 1n could only r Epr.y by 

1ncrt: t.s1.og c:.ports to the Unlted St r tea which would 

stl.:sulc.te hi.gh.cr tcrtrrs to protect :..Crlc-n industry c.nd 

' c:ploy:unt . TMs td1tor1• 1 clso points out thr.t Br1tn1n 

• Yul· ble t o U1c Am<:r1c ~n r uthor1t1£s r.nd tlr t r. 

d1sti.ngu1sbtd r.rn: r 1C! n sol die r b: S dcscr1ord these 

r · c1l1t1cs •s worth c~y ~1llions or dollr~s ; th£ ed1tor1c l 

cont ina c wr~ning t h · t Lht s~cstlona must be submitted 

to Co~ess ~d suggests the Yt~loua t ypes of opposition 

i t will doubtless mE Et but r.dds th t by c·~ it wil l be 

1>.- lled · s t he •rtrst glet'.a or econcaic s=ity 1n r world 

bedeY1lled by r~nce• end ~ t the re will be r e l1e r tht.t 

t t!le end or the r r thc • wor ld a r.y be ap· r ed the 

~t..:=c or unpr.yc.blc r..r debts :.nd r ep:.rr.tion which 

c.tter 1918 helped to pro&lce such conditions · s mr.dc soe1nl 

unrest , Sitlerism - nd ~~r ·t.os t 1nev1tc bl c. • This 

ed1tor1 r~ urges thrt tbl: British Oovt!"Q!Oent should mr.ke it 

clc- r t~t no r cpr.ymcnt i s expected or t h e r.dvrnecs mr.dc 

to Greece •.nd. or si:a1l.r~ rdvcnc• a . 

• 

Regraded Unclassified



204 
-~ ,.nu. Drcrmber 19, !1'0111 London. 

The llAJIICBEST':R GUAR!:Ull, likr thE DAILY T'CLEORAPH, 

rmphr.aina thnt thr Prraidrnt' a atr.tount rrnc:la tht.t hr 

ia alive to the ~portrnee or incrrnaing Amrr1cnn 

production. "As wE huve round production nt wr.r speed 

c nnnot bt secured by peoce-t~e hours ot labour nnd 

metboda or orgrnizntion nnd the Un1trd Stotts 1a m:-.king 

the some d1acoverr . • 

The Rewa Chronicle atrcssra thr ar~e point 1n ita 

editorial rererrins to Stcrctr~y Hull's cmphrais on tht 

nerd or lncre" sins tht flow or rrms to Britn1n. Tb£ 

PINANCIAL PR~SS natur~lly strtaara tbe foreign exchrnse 

illlpl1en t1ons, ThE FINANCIAL TUIC.:S, tor cxr.mplE • str t1ng 

"wbrtbtr 1ntcnt1on.~lly or not th£ plr n hra thE c:dvcntngr 

or r.vo1d1ns p1ttr.lls 1nsrporoblr tram 1ntrrnr.t1onr.l lor.na 

rnd credits e nd 1t crtectunlly b7Poaaea tbr d1tt1cult 

problem ot rorri!Pl excbo.ngr." Tb1a ed1tor1r.l concludEs 

~t the acbrmr rorcsbr.dowa extended cconaaic collcborction 

end •mry l c:ter ~dumbrctr the cppe c~cnce or n new ordEr or c 

vr~y different type tram the alc:very ayatcm envisaged by 

Bitler.• Tht PlBAliCIAL 11<.: ·IS point a out tbt t 1t 1a 

r er.aoncble to cas-'= that the achlmr cc.n wrll prov1dr o 

•uartul poaa1blt ~nr cuahion tor Br1t1ah industry• ca well 

na r wolcUnallbt contualon r.rbtns rrom CD cntnnglriWlt or 

4ollr.P Ocbta, •nupona1bl£ .-rr1cCJI atntt-n do not or 

ocara~~ dOubt the ertioc.cy or aol4 r. a 1ntrrnc.t1oncl ourrtD8J' 

but 

• 
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-4- #4144 , D~ocmbtr 19, rrom Lon4on. 

but t hey hrvr long recogn~zed thr.t further cons14er~ble 

additions to c redundrnt gold stock •~rvt3 mer<ly to 

ensurE thn t ultimntely the Unit ed St nt re will suffer t .bt 

t c.t£ of llidr.s • rt This E d1 tori r.l Ends >11th ~. wr.rnilJ8 simila r 

to those oontr.intd in the commtnt3 of the DAILY T~LEGRAPH 

Nld the lo!ANCH~STER GUARDIAN thct the United Stetts c rnnot 

exert its full wEight except with c r eduction in living 

stt.ndnrds r.nd nss\.lllt s tha t the Dtfcnc£ COill!lission must be 

c ivtn mort p~•trs 1n dut coursE. Tbt f a vor ite subject of 

tod~ y• s cc rtoon:; is thE prtstnt ~.tion ot the Prr.sidEnt t:s 

Snntr. Cleus. In ont c nse (tilt D/,ILY ".:XPRO::SS) Britain' s 

stocking hrngs on tht rirtplnct of !\ bomb-shnttcrtd room 

1."1 th r. note " thnnks "- mi llion--sorry I oouldn 1 t wni t --l'm 

on dut:r •. " In r nothrr c r.st (DAILY HERl.LD) UnclE Snm r.sks 

"c r. n wt -.fford to g1vr r.ll th'l t to Britain" ~nd Sent<: Clr.us 

replies "er n wt r.tford not to?" Plt r.at giVE n copy of 

this t t itgrcm t o Trt~sury. 

J OHNSON 

CSB 
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ICY dear Henry& 

T1C: ASSISTANT ACiCIAin c.' WM ....... ~ 
Daa ,.r 19th, 14)40. 

I &clmolrledce with thaDka ....,..ipt of 

206 

ywr letter or Deceaber 9th, oi>C.lM!Dc boo c mlca-
Uona troa .ur eo->dore Sle•sor, nlaUAc reapectin-
1.1 to tb• British oper&ticaal &ircntt aDd pilot ai-­
Uoo a1ld .ur Coaaodore Slessor•s ~.u.,... of t.hoo 
United States .ur Productioo l'rqp-'-. 

The conf'ident.isl nature or this aterisl 
baa been noted alld it rlll ~held in the appropriate 
tiles. 

Honorable Henry llorpnthau, Sr., 
The Secre to.ry of the 'freUlllr7. 
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Dear Mr. leonWol7: 

I wlah to tbaDk 70U for 70ur k1.114n .. e 1Jl ••1141lls 
ae eno1oM4 u 7our :letter of Deo•ber es.ptHath tM 

report on the BrlUah alr foroe. Your oourte57 1n 

uldJ18 U a•all.abl.e to .. 1a apJ)Z'eo1ah4. 

81noere17 7oure, 

Regraded Unclassified
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tiltON 

.. 

TREASURY DEPARTMENT 

INTER O FFICE COMMUN ICATION 

DATI Dece::~l:ler 19, 1940 

Secretary Morgenthau 

llr. Tiilq 

Re: saron Wol!een& zu Putlitz. 

Supple~enting ~ m&~oraodUQ of Dece=ber 4 , the FBI no~ renorts 
that !lllrOn Putlitz arrived in the U'nitod Stlltes on June 2~ , 19.i.o, 
~ro:a D>glaod , aod quotes biJa aa etattnc that he had been in the 
GeN6D Diplo2lic Serrice for o:&l\1 years, had served nth Von !'.11>­
be:.trop in London , 8lXI •ns lut stationed in The !letherlaJX!s. 
~eceu.ae be was ant i-Na•i and na auapect..d or un-Ger.:l&ll activities 
r.D<.' s-..pethies , be bed been kept under eu.rveUlance for s enral 
1br'l 17; t he Cestapo . In October, 1939 be fled Crott t.'>e Rague to 
En.ilend by private plane, ~bore be cle1aa he turnisbod Yal>JAble 
infor=tion , particularly to Van Sittart. T!>OU&h he offered his 
ctM"1.cea to the British Government he • •• not u.sed. , and • hen 
Churchill caae to po-..er coodit.ioDB in Enl;lAM becace i.oopossible 
for &l1Y Gerun. Re us then given a Yiea for Jlll"..aica . 

Re .;ave the orune of Lottie Leh£14n as hio best friend in the 
Uni ted Stat os , ~here be was permitted to re~Ain thirty days en­
route to Kingston. He told FBI various aneodotea • For exam?le, 
•hen be waa wor king 11'itb Von P.ibbentrop in London he kne• a man 
•ho • aa rece i ving ~50 a month fro~ Von Ribbentrop for the sole 
purpose Of COntacting ChRCberlain'a brother-in-law. This stool­
piseon, a..o tngllshcan, • as a house-guest prect.icallJr e•ery week­
end in Scotland, wbere the inneraoat s ecreta of the Ch&aberlain 
goverllilent .-ere freely ciiscu.s&od. This aort of t.'>ln,: nopped 
abruptly when Churchill took o•er the, co•ernoent. 

Since the British did oot tbinl< it wea "orth fi!llla to ee.ke 
use of hie ••rrteu, I S1!4t oo sp.acial reaaon f'l'QI his record 
•ey • e should . Rio pers onal peculiaritieo, t oo, • ould suggest 
that lt aigllt be better for biJa to r .. a1n ill JLIII&ica/. 

l:f 
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.... not• 

Ill'· WlUT 

TREASURY DEPARTMENT 

INTU OI'P1Ca COMMUNICATION 

2f.O 

I Ntun> barertt.b t.b• OO!'I'Npoadaoea ne&rdinc Bal'oD Woltca~~c 

IU !'lltlita, 

111tbill a d_,. or ao I ooo:pect to ..-1" Nporta tna oneral 

aou.rcaa Oil Ilia, n &ppee.rll t.bat be ia "'7 wall lmoonl to tba 

s t.ate oapartaaot, cera n•• ,..cardiac b1a adaieoioo to t1>a 

lJDited States are di'fidad , to ~ ....,t, abould he be pvc a 

quot.a nu at Juaica, be would not bee.- allcibla tor a quota 

nWDber for eo .. thMe 100nthe, 10 t.ba a tter 1a not W'£ent. 

Ao soon ae turthar 1ntor~~&t1on 1o NCaiYed I alloll send it 

to you. 

• 

• 
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Air 11a11. 

sECRET AND PBRSONAL. 29th Irovember, 1940. 

Dear ~r. Korgentheu, 

concerning Baron Wolfgang zu PUtlitz, I enclose e copy or • 
letter I have aent by this mail to Lord Lothian. It is se1t­
explanatory. Be on!y made two copies or the t:ypeecript , one 
which I had sent tor him t o the New York publ18h1ng tirm an4 
one tor himeelt. He is now busy typing a copy tor you , which 
I will sand through Lord Lothian. 

Wi tb beet wiahee, 
Yours very sincere!y, 

The Bon. Henry llorgenthau, J.R. 
Secretar y or the Treasury 

WASHINGTON, D.C. 
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JM"' en4 Pt£'99'1· 

s1x mont.ba ego I !:he¢ here s..- woltpna 111.1 PllUUa 1U14 

111• nlet J'l'1e4loe WU Oobnelder, e\ the req~a .. t of H1a 

Jlejtl\1' a OoYernrnen\, 'IIIIa eeked \o l ook e rter t hen 11nd w lntel'll 

Ultlll eep~~re\.el7 11a ~tbe ron btld rendered !ll'ea t aenloea t o the 

Br1 U eh Oove1'1'1l\ent. hen a mill U17 hlU e\eUQft e~e U nceto• 

&nd " .-.nll bouae '1111 elloUt¢ t or their 1.1ae. It 1a 11 1onel7 11114 

nbernble ure ror 1110n of' oonelcler11ble ol.ll\ure, ne M e no one to 

t&lk to 11nd noth;e.t o do, Dllr1 na the alx oontba ho bee ... ._ 11 

boOk - an e~atoblo phloftl orltlol• or t he Weal regiae , I aent u 

recent]¥ ror hla to • new York t'll'IIU• 

I 

/ ,, Gl'qe\one Preaa, Ino., 
Ellet 49 th 9tNet 

Wew York 

en4 1t' thq publleh it I 11m oonf.'1dcnl lt will hllve n great 

P~t11 u la onlY r or\7 y enre or nge 11nc1 1n r:t7 view- plaT 

po~r\ l n tbe poet W11r world. He le • t'rlend or 81r Robert v.., •• , ......... 

on4 1a well ltno1rn 1e 1!111'\Y c1lpl01111Uc olrclee, He cent1ona •• pec•pU 

wbo lalow 1111 n bout h1a three IINI .. I-

IIloheel Hu.xl.q, !lrltbh illlbeaq, \!loahlna ton1 Ili.IP a, CIII'Dlna, Jr. 

~.t,::~ Dell81'""ent, Wneh1nu\onl Will ton lllltterwo~, Acerloan l!r::beaq, , 

DtiPlns the r ecent Y1el t or lir. Hen17 uorpn~ w J•~1oa I 

tu~nUaW.d the Qntter \o h1a to ne! expreeeed the opinion that lteeplq 

web jl •n I'OtUna 1n l41meee and eating hla heart o1.1t here ... 11 

creet lll.leteka, I han reoen\17 11118geetec1 w LOndOD tbllt he llllght 'lie 

MRt beck to cSo InteUlgenoe Work wwler the Pore1gn Ort1oe there, 

llo 1epl7 h»a Tet been reoe1vc4. Mr. Worgen~ll berore l eul116 _,,..., 

•~~&~luted t o 11M tho\ I lllsbt .~ 11 oow or the \J'paaor1pt or 

to IUD throuab FOil and he would consider Whether Ulll ted St a tea cmrer­

t:aad eould M ite 1.111e o r hle aeM'lcea. Plltl1 ta bna onl7 one oop:t 

DOW buq \Jp1Q8 IIDOther hlch I rlll aen4 t o you 011 eooo ~• 1 t 1a 

It will \alta abo~at " r ortJ\l8tlt. 

I"IIWblla 1t FOil thlnlt n t, FOil algbt onre to epee It to Mr. 

llorsaU~aa on the el.lb~aot. I hnYa eant h1a n copy or th1e letter. 

/ 11'1 th beet debe a, 

I 

•·•· fte au. or obtelniJIG eat17 l.Jito the unUM Btat ea ~&n4ar tiM 

CIIIOta Ilea bella anq~a1re4 lnto, bQ\ •• FOil ltDOW tbere la • 1--. wlU.. 

llet 11114 u ..,. tau F""• fk-.1 

'lila lloat --. 1M ~arq- or LOthlaJI 

,11.a.11. , • nador &KV.Or4l•l7 and Plea1potanU•17 

1111'&\iM 3 5 lUll' 
WAIEII'Cl'l'Cif, J), O, 
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llr. 0 OObraa CONF-IDENTIAL 
Rochtorocl ot orliac t .-uacuoao of tho roportiiiC 'banko woro ao followoa 

lolA to O~l.al OOD.CUD.o io3J,OOO 
Parcloaoo4 froa o-rol.al ooDCorD.O 105},000 

lo t ho opon arkot, ot orliac •o qaotocl at li. 0}-}/11 UlrolllhOO>t tho <~aT. 
frt.o-Uooo of tho ropor tiAc liNtko wro ao f ollowo a 

lolcl t o o~lal CODCOrD.O io 11,000 
Parchaoocl tr .. o-ol.al cODCerD.o io 2,000 

follow1JIC )"eotor<~aT1 o clocliAo to , 2)18, tho hill f.-D.C bacl a otoa41or toM 
t.U7, !'ho tloal rato for thot avro1107 •o . 2}20. 

ClooiDC quotationo for tho othor ourronoloo werol 

Cua41an dollar 
Swe41oh l<roaa 
a oto-..k 
t.l.ra 
J.rcontuo pooo (froo) 
llradli&D. 111lro1o (froo) 
llolliooa pooo 
Cub&D. pooo 

l}-5/16~ 41ooount 
. 2385 
.lloo5 
.0505 
. 2360 
.0505 
, 2010 
&-l/2$ 41oooaat 

!ho hclonl ao ....... lleak of Bow York roportacl that thol -of OaaMa 
~ppocl . } ,0}0, 000 la plcl troa c.....cla to tho loclo.-1 tor acccrc&llt of tho --• 
o! C&oaclo, for oalo to tho Bow York ._ otfioo. 

!ho Jolllla7 plcl aa4 eilnr priooo wro \oth 'IID.Oh,.IOcl at tho OCD.inla\o 
Of $JJ,S2 ucl IIJ,OJ.I ro-UftlTo ' 

!ho priooe fi,..cl 1A t.oDtl4a for opot &D.cl forarcl d l'l'or wro &loo =rbupcl 
at 2}4 aD.cl ~l5/16cl. fU &>llar oqni.-l~D.to wrl ill, 761 aacl 111.6~. 

llaD4T aa4 ...._,, """1-at prloo for ferolp oll'l'w- •=o'wapt M 
l'4-Jf141. !ho !r•RI7'• pvobaoo prloo for forolp eil'I'W •o &1M _..,'"'at )51, 

• aclo tw ,..all••• at ail..er kultac :aoo,ooo -· _._- IU.,... 
f 4ot , Mth at *lola -d•tocl at - proclaoUea tr.. flrllca o-rioe, f• 
~ cloU'IW7. 
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!Ill JMftoal .. _ luk'a repon ot Deo..._ 11, UaUac Upc>aHa or ..,.. 
10 Aol.o ritb tbo law tort -e-ta a ot ,~.,.. .. -.ua, aboft4 tM\ ~ depoalh 
.. ~4 $101, 595,000, aa ~ .. ot $1, 11110, 000 alaoe Doo-n II, .t.o ~. -lT 
,.u of tbl obaAII la '-•lh toot placo oa \loa 'boolta of \loa Tolcoloua lpoolo Jut' a 
Jew Tort acenoJ. !bo lat\or'o prlaolpal dollar U alllllUoo to oa4 dollar alai .. oo J•JIO""' baolta 1a .t.ola o\oo4 ao t ollowa oa Deooallor lla 

Doooabor 11 Cb!u!&! troa Deo. II 

"oblllt1•• • Dopoal\a for ~paa 6 Y.•obnrla ••• • •••• *5).}61,000 
Depoalta tor Ob18a ••••• ••••••••••• ••• • )6,)28,000 

• t t.T, I , !r••• 'bllle, o~. paper, e\o,,. ]1,187,000 

Cloloo 
• 

toaaa •••••••••••••••••• ••••• •••••••• •• ~.26g,ooo 
1 Otbar - a1alT Jap. ._rl 111llo... . • • 17,1191,000 

• $2.969.000 
597. 000 

• 761.000 

• 2. 10}, 000 
5}1,000 

fbo l oot \broo catocor1oo refer ~o\ oaUrolT \o .Japoao01 lloolta l.a .Japoa aa4 
loDclr<lrl.a, !bo rho la 4opoalto tor ocoollllt of ncb lloolta aialJ rwtleoh u lllar­
l.o louo .a4o bJ tbo law Torlt &&OIDCJ. 

CONFIDENTIAL. • 

• 

Regraded Unclassified



215 
~RY DEPAR'TIIIKNT 

•• 
~./1NTa OI'I"'C:. C C IAR"C~TION 

.; 
io'" 

s.croter}' •rcatiiD 

llr. Coobraa 

STRICTLY CONFIDENTIAL 
!M :r.ural ........ Jail: ot •• Yerk HpOJ'\e& \boo foUwtac tna .. uoa la 

ll>A occou• of \boo Oro41" IHliao, .. Yerk, .-latai.M4 vUlt tile en... •uilu.l 

.._._, er..u...a --· Cr.Ut.& 

0re41" xw•-. •· r ., • Zlli, lloo 
fer -• ot Crecll" 
I\&ls.M, :a.. 

• 

• 

en... •u..u 111a1r, 
• · r .• 117 • .- ot '"ri&O• 111bllult, 
ltocllllolla 

• 

... 
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STRI(; TLY CONFIDtNTIAL -· 
on. JManl b.-rYe llalllt of ley Terll: reper\e4 \be telletdq '-U• Sa 

u.• ~co""' ot \be ..,_o u '-U ~., Oo. , hw Torll:, •u~ 111\ll \M 

laUooal OU7 Jull:, ... Torll:. 

llletla'btr 18 re4oonl .. _ 1aa11: of 
. .. Torll:, tor_, et 
Ju.oo U llopoU ~., Oo., • · 

Regraded Unclassified



TREASURY DEPAin'MDn' 
21 ? 

"' 
'"'"' 

STRICTLY CONFIDENTIAL 

'!'ho JoUral Je•n-e ~ of •• Terlt repor\o4 \lao f oU..UC --U• Sa 

1110 a.ccou\ of U.. :Dooabol,. Ool441el1Da\llult, llerlla. a!a\Olaot w\\la \lao aa. .. 
lallo»l lluk, ••• York. 

lrrtac !'l!'l.n 0.. , I • T., I• 
..... - of C.Z.l llarlta ... Oo, 

• 

• 

Regraded Unclassified



cihr 11.-!u l;!M"It [imu 
<l!im,•n >ornz= 

December 19 , 1940 . 

OeH :.tr . Secretory , 

This i s j ust to tell y ou t hat I 

3holl be at t he Trea sury on J.:ondey 

~ornin;. 9t 9 , ready f or business . 

:~ te~• or~ry address wi ::.! be the 

::·.;.t -;.deMS, be&in ~ng Sunday ni -ht . 

As I told you at lunch lest 

:la~n rdey , you can coun• on my f u ll 

devo~ion in t his new work . I am 

proud or t he opportun i ty to be of 

use to you , ond I 3m deeply gr at e f ul . 

Fa1 tbtully yours, 

:i{. • • • .:. 4 /C ~ ,. • 

Tt1e ion . Henry l.:orgent hsu , Jr . , 
.:;ecretory ot t he Tre a sury , 
. i3S in,ton , D.C. 

' 

• , 

.· . 

Regraded Unclassified
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/'~ ~ -.. -.. 

~- 19, 1940 

Ort,SWlr ee\UU.W \e Ml"fi• t1oo a-tUoll .u. ,_. 
,.,... .. ,., lll. .. s..u, We o-.l\\ee W.,. lo u\ oal7 &14111& 
.u. e1•MlT •• v1.u, • a-tu• ,...,..., "' e1 .. helplac 
tloo Oevu \ et tile .. \lon'luAa •4 e\lon' a-1\loh ..Uleo, u 
wll u Gb1M at \1111 _\11. .. et La\la Merloa. Jaoe4 a\ \ba 

n\M\ tlllT wl\ll tile -•&1" et ~tor M..U, tontp 
pv hoU'o \e ~ .-ppli .. fl'-. IVplU o\oeb, 1\ UW llu 
\ba latla1\el7..,.. MI!Pla \aelt et flUl&c forelp pawa \ 
la\o .,. - w- ,...,... wl\ll lh prieriU• .u. lW &lad\ 
o...,_... ~\S... .t ... pn4>18Un .. ,,..u,. 

1111• o-l\\ee 1a aau\aaU, 1a ..- wl\ll tloo a-iUoll 
l'veliM1ac o-iHla tM lilu ,_ lub' \&1 1a 'IOOfti&c w\ 
.. ~ ......,_ , ... \1111 ,...._ ' et &lnnf\, '-Ia!, .... ...._ -Mrtal. '- & lariiO ........ 1\ lllu ,_ tloo­
..... lr ,_pel' .... 1a f•Hac wl\lo t~oo a-tulllo-..­
~1-w .... f•" 11l 11111• 

t.clft tM ,p W.\ pMol\le &Mle\wee \e tloo Jirl\loh 
,......_ 1M a\111 pava\ -'118\o wl\lt .., - W'-
.tfen, & e' 01' pJMII U .. - M\Qll.W ........... 
\lob o-1.\tM ,_all ...... ,lal a-1\hb ...... 1111•,.... 
eMIIrelrl .... \ba-M._ \1111 a-iUIIIo 1'veM&1&c OerrrlMla 
1M tiM 'fu' .... 11rrr7 IIIIP•' •'"• \loe .un_, O..leeS... \e tiM 
o...u et ats..ul w-. u.. ... ._ D• 1 ' · \ba .._. __ 
\la ~ o..,.au-. at \1111 Allldalewa\er et :~~pen Ooab'el • 
...., ~' t• elMi -• 1e preo....t lr \loh o.-1\\ee wl\ll 
........ 1 '" .... & a1Jic1e .. ,.. ...... rapl7 b t'anl.W 
\e\loeMU • • 

• 

'.! '<J 

'/ I 

Regraded Unclassified
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I - r ,~ ' . I r rf r , f r 

•'»l lfiJ!fi;,l; f~Jlit I ttl}~ i;~~:ir ~ 

~- ''' 1!~:1.! It 1 .1~ !1!1 1!.1!~,, 

0 

~ 

, 

rg 
0 
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.. _ .... -- ............... 0 ... ,,.. 

_,,.,...,. ,,. 2 2'11- a "• .... ~ ... 
...-, ...... I,. I 2 w*At. ...... ... 
.,, t z•2 at~, • .._,..,..."' -••- tw 2•,. a 
I'll• JIJr .. ftftt U., l\ la -Ill Ne .. -- tw 2. 
JC t Sac,._ .. et 'lJ '-t Ill 1W '• ...U... '• 
..,_ ....... 2 ., •• ...au ... ~..__~., ,, 
ta _., .. ,, .,,, .. -n.wuv"' ,. s "= •••ur, 
ta *1\leao ~ ~·- la IIV'flll'l'll all ,..._ ....... ,_ - czu• alnnl!;r ~ te u.. ..,.._. ....... 

(._a,) L SPua& II •• 

.. ~ ....... 

• Regraded Unclassified
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CONFIDENTIAL 
PARAPIRAII 

,.he followi ng 1a tile eub.ta~~oe ot a oonti411nt1al 

tel8cr• ot Deoeaber 19, 19~, trOll the AMr1oan Oon­

eulate General at Bingapores 

!be Eabue:r b.ae been intoNed 1n oont1411noe t r c. 

an ottioial eouroe that a atitieh ott1oer who haa 

reoentl:r oo.pleted a trip over tbe Yunnan-Buraa h1gb­

wa:r eta tee that beoauee ot ertra bridse•, the preeent 

width alld 1aprove•ente on t he road and tile ava1lebillt:r 

ot oool1ee to aalte repair•, the likelihood ot a ooiiJ)lete 

break 1n trattio b7 either weather or aooident is 

negligible. It is also stated t hat to interrupt traffic 

b;r"arut~al landalldea, it would be neoeeaary to bomb 
-. ~ 

o~ epot ~~ractioall7 da11J and ayetematicall;r • 

• 

.. 

• 

• 

Regraded Unclassified
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.. "OS -- .... -a: •= ..... ~~ar., q 1 

• u.u,... u. u. 

LrM, t1W UtiO, .. I o a U, Ute. 

lo llftll& .. ,. ........ f11 WI 0 .. , DIPI-·' •1 a., 
11 ......... -· f/1 ... •••"-' •• _ .. , ...... .. ... Ill -· 
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n"rrcsl• • ..,.... Ill' • _... (I) - c' sea. 1M .... Set 1 
ia 8eJ.'nt, .. -... • ,. ,,,. ._.a.-..._ , 9 8 

eO' b 1 ,.... _. alat.aLHia-.. ia ,._ _. SeJif• _.alae.._, 
' Q • ... t ' 7 9 •• , 

• .. s t' '•-. ia .. ,.nlUI!t -a. •• e- "'1-.,.... 
'0 ......... ~ ... _.. .. , •• _ ........... "-· 

lo ta 1 1 0 II 1f ,_ lll't.U* l I I a _. MWIIil .. -...... ~- ..... ... 
6. Ja ...... ?t 

0 

I .. --.1 ~ fll --- ( I) 

....... Ill,, ..... 
7 a •=r .......... ~ .. &"11"7 ""· 

• " MM- .... JWW 111 t'-a 

a. lll'ltiiA .a,- a e W ._ lMit v r 1• at .. -

... IMfiiR 2 • 

.. Ga 'PI o lfo .. lll't..U. ... a ,. 0 III$IIU (f) 

....... aa,..nauu=v , ... ••• .... ....._ » 

...... ,........ .a- (JICIO ...... ) - .............. .. 

.._ fll ..... wiNf, lri.._.,...... .a,- tutucl-.ao ,._ :ate t 

... IWIIa....,. • 7 a *" .,.._. • ...._.~~a.,.... to a 
_.,._._fll._._aa..l 2 I 

CON!i'IDENTIAL 
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,, .. u, ...... AhiaM ........... -

~ ....... -Ill .. la ...... 

•• h- ......... "' ... _ la 'lllpalaria .. , - .U!tee•• 

.,_ loatWI.a ._. ..._ ft•IWI "' .,. ltoaU••• flUe •.wta­

.,_.. v \M l.U. Pwa- Dl..Ulea (lift) ... 1' 1e W'7!VM-.. 

all ....... U-.t.a ..... wU1 a1N .. 41•_.• Da ur\1- et .t.:l,_,_ 
'- \M _...,, llilllle rap.. .,.. h'a c I».¥ ••• '""" lo 

lo Ialli I 0 F 111 .... S: J'l- ... ~ ,....U..U,. all 

et \M c;~0-~1 c..n ,.._ ..U. lel.e v 1\, ..,.,. - a1-n .. J.-

"..ala• w1a1• 1111 rM • M •'ntee. wn .-.,..,... ._, a.lcpa. 

Uoeft .... ..._ aq a ~ re418V1\Jftla et enft as- DE A If llo 

lOo IIU'lal ~ ..... Via1e • Dli 0 r lT, .,. lri"* 
1110 ._ 4M"""IQJ& .AI'-IMW• Plllk .,.._ aa_,lMU. ,.._ • _, __ -· 

n.n --.- ..n-.. 
Uo h- ..... laFIIIW ,.._,......_.*l ....... W 

"l'hM4 a t~•IMa-.nl liMn ... - w't' - .._, ~ ..U 4:4SLM_I_Q 

wl't 'tl 1-. aUH-*la ~ 'tl • Q ce et IM4o Ia all"' MU• 

*• ...... wU1 ...a- ....... ..sa ..... 

~. lUi.., .t.Ue .... Pi ttl .... 
'II • ...,.., ..... 

...... •• ' 0 .. .... , ., ~~-·· ...... •• ....., el ... .....,.,..., 
'llur"-Fblala 
.,.._ fll ~ We'''& .... 
W,l 

CONll'IDimTIAL 
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RESTRlCTm 

SITUAnO!I Rlli'ORT 

II.I.D., II.D. 
December 19, 1940. 
12:00 )1. 

T~is military situation report ie iesued by t~e Military 
Intellisonce Division, General Sta!t. In view or t~e occasional 
inclusion of political information and or opinion it is classified 
ee Restricted . 

I. ties tern ~eater ot 1'/ar. 

1. Air Force Operations. 

There was no important Derman air activity over Eng­
land in daylig~t yesterdlly or last nig~t . According to press re­
ports ~eavy aerial fighting is in progress over London toda,y. 

The R. A.F. attacked Uann~eim for t~o t~ success-
ive night . 

II • Greek ~eater ot ~·/ar. 

~e Greeks continued their pressure but there seems to 
have been little chanee in the situation. Despite bad >Teather, 
t~ere was minor air activity U,y bot~ sidee against troop concen­
trations . 

Ill. llediterranean and African ~eaters of ~/ar . 

1. Operations continue in t~e Bardia area. Bardia 
appears to be encircled U,y the Britis~, and its tall is belieYed 
to be only a question of ti:le . 

The British report a euccesstul road on El. 1\&k (El. 
Uae~), which 1a in the Jubaland territory noar the Kenya border. 

2. Reports on air activity in t~e Egyptian-Libyan thea­

ter are inconclusive. 

There were sporadic air raids in East Atriea, inclu­
ding another Italian attack on Port Sudan. 

Last night the R.A.F. operated over northern Italy 
in limited Coree , perhaps two squadrOns, attacking tactoriee at 
llilan and docks and the airdrome &t Genoa. 

IU1STIUCT!!D 
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I!D!ORANDUX 

'!'0 : Tile 8eoret&1'7 

FROM: Hr. YOUDfJ 

Re: Prel1111narJ Report on Waat oo .. t .UU111nua 
h.br1cat1ng Capao1tJ 

J 

226 

It appear• that the Weet Ooaat 1nq,eotlon t rip etarted 
enr1one 1n t o'llll vorrJing about the alU111nua a1 tuation, t or 
llben ve aelte4 the .UU111Aua 8eot1on ot the Adrtaor,. COE!1ea1on 
ror Weat Coast 1.nror.at1on the7 threw up thei r halide nth 
horror and 1&1d that th11 had been deluged With vorlt 1n the 
laa t tvo ve~1 and b egged u1 not to i nsiet on detailed intorea ­
t1on unleu ve vera prepared t o va1 t a vaalt or ten deJ's . 'l'he7 
seamed to be the on11 people hartng anJth1ng 11lte a co~~plete 
pi ctur e, tor neither the Reconatruotion Finance Corporation, 
Departlllrnt ot Oolllll!erce, War Department nor NaTJ Department hal 
anJth1ng that ie lpeoitio. 

We gather that it 1a onlJ reoentl J that the .Uu111num 
Sect ion ot the Datenee Coamieaion hae raallJ begun to get 
ooaplete data on t a br1oating oapaoitJ. Baratotore there haTe 
been a good a&D1 pra1a releaaea on hov the ' poundage' ot alu111nua 
eapaoUJ 11 great enough to •eat our nNd1, but I th1nlt it 11 
on11 nov that the1 are beginning to valta up to the neceu1 t1 
tor an i ntana1Ta analJela tor the Tarioue ~~&Jor tJpea ot 
tabr 1oat1ng oapaoi t1 wbloh Vl l .l be r equired to aeet the neec11 
ot the Tar1oue airorar t progru1. 

At tb.la poi.nt the tollov1ng 11 all the 1nroraat1on ve 
haTe bean able to collect on the Walt Coast aituation: 

1. '!be ea17 1.ngot production on the Weat Cout v1ll be 
the new .Uu.m1.aUII Ca.pa~Q' plan t at VancounrkYaab1nc­
ton, 'ldlloh baa a pre .. nt oapaoitJ ot about 1>0,000,000 
poaa4a per 7e&r vh1oh v1.11 be lnoraaaed to about 
150 000 000 JIOWld• b7 J1111e, 1941. 'the bullt ot tb.11 
proAuouon Will probahl7 han to be lhlpped to the 
X144le Yeet or to the la1t tor t abr1cat1on. 

Regraded Unclassified
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The Al.Wl1nua Compan7 baa forging oapacit7 at Loa 
Angelee Which 1s to be increaeed 1n JanU&rJ , 1941. 
Ho information ie available at the moment ae to the 
peroentage of Weet Coaet forging requirements vhich 
th1e plant will be able to oover . 

The Alwa1num Coap&Jl7 aleo haa some oapaoi t7 tor 
producing extrusions at the Loa Angeles plant, but 
probabl7 not a ver,. substantial portion ot West 
Coaat requirements. 

There ie a emall &Daunt of independent casting 
capaoi t7 1n the Loe Angel ee area, but probabl.J 
relat1velJ saal1 1n rela tion to requ1r eaenta. 

There is no capaoi tJ tor the production of bars, 
rode, an.d sheete on the West Coast now nor does it 
eeem t lul.t aQJ is conteiiiJ)lated. All of this uteri&l 
r equired b7 the West Coa&t Aircraft induatr7 1111at 
come from middle weetern or ea&tern planta. 

The Defense Commission will be able t o tell ua 
ahort17: 

a. 

c. 

The percentage of the potential ingot output 
at the Vancouver plant which oan be :!'abrioated 
on the West Coaet. 

The percentage of Yeet Ooaat r equ1r•enh 
~ch can be produced b7 plante 1n the area. 

tlhether there 1e al\7 eer1ous planning at the 
preeent :!'or bar, rod , or eheet capacit7 on 
the Yeat Coaet. 

• ' Regraded Unclassified



1'9W. ALL Jl!l!CHf..U 
~~. 1 - Jill.1 ' 
JU11 1 • ~~ 20 
J•11 ., - .... 3 
A\l.lo \ "' Maso 1'1 
'-1.11• 11 • Aq, )1 
lept. 1 ... lep~. 1" 
Sept. 15 . lofp1;, u 
t.pt, t9 ... oot. u 
Ott. 1) - Oot. 26 
ou. J7 ... IO'r. ' 
JIO'f', 10 ... loY, 2) 
Jlcw, 2!11. - 0.0, 7 

•llot.o\al .Aal.7 7 - c... 7 

tot&l J.a. 1 - 0.0. 1 
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lltOYA l.. O RIU:K LCOATION 

WASH INGTON 

-·JI1JII 

aU' tor•, 1dllle - r - • 1118)1\ un \o ooJl1'1'oa\ -­

nUl nroapr u 4 _.... pwerh ll ~roton, ..,. ,..._., 

a1r t---' 11J'SO~ll.7 lie eUODCllr.eut wUlr. _... --

_. eft'H\1.,. ~· -loco JbM• ere -u.q tor 

,...u Jlllll'POM'• ~- 1a '-kiDI ott, ,. -""•• -

...-u, .. •' tUl \lr.o reel JV:po• ot - ,....... Ba\ 

1e - - tau ... en • ~er ...C -.y -.et lll'il el• 

~--'-• D. Co 
Ill -11, 1110. 
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Sen . Robert 
Wagner: Bello, Be1U'7. 

I!. M. Jr: Row are JOU? 

W· Prett7 good. 

I!. M. Jr: Where are JOU? 

W· I'• ln Wallhlncton. 

I!.H.Jr: Oh, f or heaYen eakea. 

V: I waa on a 11ttle crulat an4 I l anded at tha 
Vlraln Ialanda and eaw the apot wbere 7011 
41d J our awl-lq. 

I!.H.Jr: (Laucba). 

W• 

R.M.Jr:. 

W: 

I!.II. Jr : 

V: 

H.M.Jr: 

W· 

H.M.Jr : 

11 : 

H.M.Jr: 

(Laugha). It waa a nloa little apot too. 

Did JOU go 1nt 

I d14JI 1 t go ln 1 DO. Wt 41dn 1 t han tliOUI!l 
tlae. 

Oh, lt'a beautiful there. 

Yea. Bow lone dld JOU ataJ - 7011 bad a reat 
there too, 41dn' t 7out 

two 4aJI. 

Oh, Jtah. Well , lt'a a creat place to be. 

Well, I'd lUt to ata7 thare two ftaka . 

1o would I - tlM or other. 

Of all tho•• plaoee I thllllt tbat' • the 110at 
aunoun. 
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H.M.Jr: 

'If : 

B.M.Jr: 

'If : 

B.IC.Jr : 

'If: 

!I.M.Jr: 

'If: 

H.IC.Jr : 

'If : 

H.M.Jr : 

II : 

H.IC .Jr: 

W: 

H.IC.Jr: 

II : 

H.IC.Jr: 

•· 

- 2 -

D14 ~e7 tell rou I .Ue4 all ~\lib tboeet 

I N.h.. 

I walke4 all thro~~&b thou. 

Yeah. 

D14 ~er tell rout 

Yu, tbe7 414. Weil , I 41411' t ban t1ae 
enoQ&Il. I ba4 t o take tba oar, boat u 1 • u.4 
aD4 l 4on ' t know vbat r ou oan 4o about u . 
I ou know - ngbt aw)'. 

Yeah. 

Well, ReD.I')', the ,. .. _ I oalle4 18: K4 l'olq 
oalle4 the off1ae I ~nk 1 t vae )'Utar4a)' 
tbet )'OU ..nte4 to e1t 4ovn V1~ ae eoaetta.. 

!bat'• . r1&bt. 

When 414 rou 1nten4 that to bet 

Well, at rour oon•enlenoe. 

Well, I - bow l OOn b1011111 I Val lUYlng 
... 1n toeoll'TOv noon an4, 70u mow, Cbrletaae 
1e on an4 

I know. 

Ie tbe t1rn of ~· rear too latet 

Well, I tell rou, Bob, u • • -e~nc on bank 
l-ctalaUon an4 I 4.14 vbat 7011 alw,e tell ae 
to 6o - I epoke to Carter )'eater4a)' aD4 be'• 
.U tor U. ._. epeo1al k1n4 of lesill&Uon 
I -.a,. 
Iea. 
Alii M _._ ue to ppepaN- wo.- on a b1ll 
,_ a.u. 

I-· 
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R.M.JI" I 

ll : 

R.M.Jr: 

ll : 

R.M.Jr: 

V: 

I :II,JI" : 

1 : ' 

B. II.,. • 
V: 

B. II .JI" I 

1 : 

B.li.Jr: 

V: 

B.II .Jr: 

V: 

R.II .Jr: 

V: 

- ' -
h' I an'-4 'o t1114 out, n&hftllJ, bow 7011 
tel' &114 \1"7 ' o 1n J OIU' eupJ1411'\ aleo. 

leah. 

low \ba1: 1 a 'llbat U 1a. 

fell, 1:beD 1t'a 10' a 11ttle 1:1aa baan't 11:, 
I aea~~, •• l one •• he'• 10' u 1n ~e. 

Ob, 7e1. leU, JOil know JOU alwa,a allk ae 
wbea I eoaa to aee JOil - baYa JOil aeeD Carter ..... 
leah. leU, \bat' • all 1"1ab'· 1 .. , we'•• 

r.' '0 h-11" h1a a 111:\le flU. Be UDOJe4 a 
n leaawre th1a lan Uae at Oll1' OMaa 

ooatereooe - t h17 · ' ol4 •• attei'WJ'4a, bat he 
ctoean'-' aaen - he 1n• lapaUent, J Oil know. 

leU , he'• all r11h' on 'hla an4 thla 1:h1ftl 
Will ... ••. 

fell, tlfat• • all rlpt wUh ·~ · • 

.I ' all ol'il)lt wUh 7011' 

tn, -""lllte1J. ' . 
_ ~. -· tdQ- aot l n ' • l ea" u llDU.l 
~··~ f1•-* of the, .... 

• • 

~ J MUeYe U'll 10 uUl attar the f1N' 
\ . 

JOil ba.. .-one oall .. Wbell J'Oil -
I nee4 abou' a11 bov. 

&11 1"11h'· .....,. .._.,... 
&11 ftlla'· loo4-.,e. 

• 
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R. M.Jr: 

Valla oe 
MUI'I'&J : 

H.M.JI' : 

M: 

!I.M.JI' : 

M: 

R. M.JI' I 

• 

M: 

R.M.hl 

M: 

B.II.JI' I 

II : 

Bello. 

Bello. 

Ill'. llu1'J'a)' . 

Yea, IIJ'. llol'lfantbau, 

Bow-4o-rou-do. I ' a oall1n& r ou beoauee I 
t1nd \bat Ill'. Well&~ baa cone boae. 
IIJ'. - well, I don 't know - Depaeta, the 
111n1atei'~Couneelor • ••.• 

~at&, I Ullnk hh naae 1e. 

Depaata. Well, he waa here an4 he , • .,, •• a 
••orandua 'llh1oh I let h1a uad ••· h waa 
eoae a ore etutt on theee Greek planee. I 
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aa1d, I ba'le no oo .. ent that r ou and Ill'. Well•• 
are han411n& th1a t b1ns unUl theJ oan t1nd out 
wbat ' • atraisht. I aaid 1t'• s otten btJon4 ••· 

x ... 
lo he aa14 , won't J OU aake anr •uaeaUon. 
I A1cl abeolutelJ none ancl I aa14, the onl7 
aucseat1on I clo aake 1• plNee fl"' a oopJ 
of wbat J Oil '"• s1.,en w •• to • ther Ill' . Well&~ 
or IIJ'. lllll'J'aJ. lo I aacle abeolutelJ no -ant 
ot &117 kln4 o tbar \hall tbat he abollld walk U 
0'1&1' \0 JOII. 

All 1'1tlht. l ow I take U that - ot oov .. , " 
bann' i - I oD17 heal'cl 1ncl1reo\1J ttl&\ there 
•• -•Ullnc l n \he IIOI'ka. I take u that 
h&'a 'DI'1DC1DI a .. ooncl ooaaunlN\10D uoUDcl 
M11DI \bat \heJ aUll Wilt \ha P..llo 1 

• · I 
preauae that'• wbat 1t 1a. Ia \bat 1tt 

llbeD 7011 'bo11 U all down, that'• wbat U 1a. 

!bat' a tlbat U u. Well, I Ucl a talk w1th *'· Jlb1l1p Ycnans, wbo I pr&l- bae talkad w1\h 
1011 ~1• or w111 4o eo, p'llDC -

• 
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H.M.Jr: 

M: 

H.M. Jr: 

- 2 -

•ucs••t1one vhioh we are so1ns to - we '•• 
alread7 wired our IUniettr in Atbtnt to taltt 
a band 1n thit thine t o tr7 to ol ear it up 
and I baYt a fttli ns, Mr. Morfenthau, 1f we 
oan eaftlJ •a1 that there wou d be a dalaJ 
in an7 oata in th1t P-~o. 1n the deliYeJ'1 of it 
auoh lett in the trantportation of it and we ' 
oan bear down on tba t point, I t old Kr. Younc 
that I thought we oould break the Greek 
rn1ttanoe and baYt thea look at thia thine 
rtaeonablJ and I think tht7 are be1nc unreaaonablt. 

Well , I peraonall7 t hink that tbe7 are beinc 
YeJ'1 unreaaonablt oonaidtrins the fact that 
Ensland baa our 1100 planet there now tiptlnc 
thtlr battle. 

That 1a aubJeot to a l ittl e qualifioation. 
She 11 etated t o baYt ~00 planet aaeittinc 
Grttoe. The Gretka olaia that the aotual 
nuaber t here in Greeoe - pel'llanentlJ there ia 
of oouret a •er7 auoh aaallar nuaber , but 
that'• a detail. But i n an1 oaae I think the 
iaportant point i a t hat bere are plant• 1n 
band 1n Egrpt that oan be f lown to Greeoe, 
the apart parte art aYail ablt - tbe P-lio epare 
parte would no t bt aYa1lablt - and the Br1t1eb 
art willing to walt f or the later dell YeJ'1 
vbioh, I taka 1t, a&J be June whereat tbtJ oan 
set thtat planet risht now. And eo that i a 
tht l int we art t&klnc and t he lint we hne 
inetruoted our Miniattr i n Atbena t o take and 
I ban a feel1nc that it will - and .further­
aore, I baYe \alkt4 botb wi t h tbt Couneelor 
of the Bri tUb labanJ and ht baa talked w1 th 
the Purcbalin& Coaaiu ion people here, Mr. 
Morrie Wilt on, and l think reall7 we oan bear 
down on tna• and s at tbia thine olaared up. 
1 un auurt 7ou that we are 'bfin&lns - taki"C 
tTtl'1 preuure that we oan froa thie and t o 
do u . 
Well, l'• &lad beoauaa l peraonall 7 think 
that that h t he ansll to take and I asrea 
w1 th J OU. I think t he Greek• are bt1DS nl'1 
Qllrtaaonablt. 
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II : 

B.II.Jr: 

II: 

B. II .Jr: 

II : 

B.M.Jr: 

II : 

B.II .Jr: 

II: 

B.II.Jr: 

II: 
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ADA J nft - I thillk I aieh' Jun 11Ye JOU 
Use wol'll Ula' elle lriUela nn Cll1JIII 'bat Use 
Clreelle an 'rr1q \0 p1aJ 'both en4e ap1DI' 
Clle 1114dle Ul4 1et pl.aaee out ot 'boell ot ue. 

J\ ~4111 ' IIU'pr11e M . 

ADA Clle7 ...,, 'bo'h Clle P..llo1 1 &114 elle 
ot P'Unc P-'lo' • 11t1n 'he7 pro'babl7 oan'' tlJ 
- all4 Clln Clle7 wUl Ule the lrlUih Ul4 
Clle1r ~laDoe pluee tor Clle aotual won. 

J\ W0111411 1
' IIU'pr11e M - I 1 \re ben 1n Otoeeoe. 

(l.auPe). 'lov taelln bal aleo: 

Well, I 1 •e· be«l Cllere too. 

U••e). It rou 1et a ollanoe \0 \allt to llr. Iouac 
\0487 he Will tell rou a free\ 4Nl nore . I 
won't lloeller rou 111 ell tel 1111 r ou What I ea14 · 
\0 11111 but I thlnll Clle1i ldleneur r ou b&Ye a ob&noe 
\0 \alit 111 ell 11111 J OU 111 ••• \bat I thlnll ••••• 
pt elle u ... r Ul4 I thillk \he anl'lfer 11 that 
•' Clle u .. n ·OUIDot auure U... tllat t11e11 
plaDee wUl be aYallable 1Me41at~7 u4 
lurUI8NOre Ill'. 1011111 "111 u that he 11a• no' ner . ... .,... the ll1n11etr that Clle7 woul4 
'be J'N47 trrettatelJ. low I \hlllk Cllere 1e tha 
anewer to Clle ao1e queeUon 1t I oan 'lflell aU 
UlllftllOI ~ Sbat Ill'. 1011111 or JOU or DO'bo4J 
llae ner to14 \he ll1a11"r ellq ooul4 lla•e 
UleN ~·a\ oaoa. 

W.ll, J'Cnl OUI 10 tv \her: JOU 0111 117 tb&' 
aollaiiJ 1D Clle treaeurr eur \014 U... that Clle7 
.-14 MYe til.- at all, 111aloll 11 \he truell. · 

<LaP•>. 1.u. 
1 _, a ... u"n report 1171111 that \0 llr. lull. 
I 4oa •' 11notr W.Ciler rou eaw 1 t or not. 

1eall, J .u. J Juet •• 1 ' · It pt out at 
., ball4l a114 • ..,, 'Mot \0 rou before I 1114 a 
...... to tWill U. I t1fDte4 \0 r.4 *' 
NPOrt· 

I 

• 

Regraded Unclassified



R. M.Jr : 

. M: 

R.M.Jr: 

II: 

B.M.Jr: 

II : 

R.M.Jr: 

M: 

R. II . Jr: 

II : 

H.M.Jr: 

II: 

B .II . Jr: 

II : 

R. II.Jr : 

- --
Well, 

1
1n ~t report we Mde a natnent .. 

bann t proa1ee4 \he Oreelte AIIJ\hlfl& beoauee 
•• ooul4D't . !be Ar.,J .. ,, th17 won't g1n 
up a plane an4 we oolll.4n' t proa111 planet · 
that don't belong to ue and belona to \he 
BrUhh. 

But 41d I underetand \hat t h e Ar.,J aotuallJ 
hat &nJ P-4o 1 1 rea4J tba \ oolll.d, I aean l'fel'J­
\hlnc elae being equal, Juet be taken down ott 
the lhelt an4 ghen to tbe Oreelta. 

I don' t know. 

1 doD'\ \h1Dk \hll'l 11 IUOh a th1ng. 

I 4on 1 t lt.nov, but \he Ar.,J e<r14enUJ 11 "11'7 
reluctant an4 I t h1 nlt ~\ at Ulle Uae 1t 
volll.4 be a aletalte t o take aDJ\hl nc troa \he 
AraJ. 1'beJ'•• cot t oo little ae it ia. 

I ltnov. 

I th1nlt U volll.4 be a ai 1\alte. 

Iee. Well, tbanlte a lot t or th1a intoraation 
an4 1t JOU baYt oooalion to tallt t o llr. Iounc 
I \h1nlt 7011 Will eppron, an4 I einoarelJ hope 
JOU v111, \he line wbloh I toolt with the Oreelta 
an4 wl11oh we're taking 1n that • •••. 

Well , I appro•• 1t beartilJ now. I appro•• 
1t ao•t heart11J. 

I ea. 

A bwl4re4 peroent, an4 it \hll teUov -~~ 
OYIJ' an4 1&14 ~t I .. id aft1UI1DC O\hll' Ulan 
~the lhoul4 ••• Jo•, he'• J••t tell1ag a 
llboppeJ'. 

Well, ~t' a a goo4 4ouble aheolt to ban on 
\hea. Iou ltnov Ul .. l v11J Or111t1. 

I ltnOV thea. 
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AU J'llbt. ..u. ~, .. Ytl'J halptul Ill'. :::~-~·· 
fllallk JOU .,..., auoh an4 I '11 bear ~t 1D 

fllallk JOL 
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December 20, 1940 
4:45 p.11. 

~F. BRITISH PURCHASING l'ROGRMI 

Present : 

l! .1l.Jr: 

Young : 

Mr. White 
J.!r . Cochran 
Mr . Young 
Sir f rederick Phillips 

This was a little party laat night , and I 
answered questions and all they r.anted to 
know was England's problems and ours . They 
didn't get on anything else. 

Sir Frederick, I have not had a chance to have 
any of these gentle11en bring me up to date on 
anything that has happened. I have been back 
about an hour and a half. So - and I told 
the• that unless there ia some emergency, I 
am going to try not to work Saturday and Sunday, 
but I will read reports. I am going to try 
not to see peoole because the last three end 
a halt weeks have been a little bit aore 
strenuous than usual , but I have asked Mr. HUll 
to have a meeti~ Monday aornlng at his office. 
I don' t want to let you know this the night before 
so that you have to stay up until 9:30. 

At that time we are golng to discuss the so-called 
order for 300 Curtiss P-401s. Now, the story is 
this . Some time along in August or September, 
we don' t know just exaotlr wlien, the Curtiss 
Wright Comp&nl runs out of orders on the Curtiss 
P- 40. They are making 8 a day. !nd with these 
extra engines which amollllt to 500 end how 1111ch? 

I think Sir Henry said he had abont 530 or 60, 

/ 
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.. 

H.V.Jr: 

Philll.pe: 

H.V. Jr: 

Philll. 'PI: 

H.V.Jr: 

- 2-

aa.ethlng like that, 

Wel~l you .. re there. Whick~~ aTai lable 
of ~lieon •nsl.nee due to the cancellati on 
that ;rou had w1 th Lockheed thh order can be 
plaoed. low, what I aa do{ng before these 
three Cabinet ... bera I.e to 1&7 before t~aa 
all the orders we haTe from all of the T&rl.oua 
countries for pursuit ahl.pa. Not orders, but 
requeata . I ~eapoke ~eelf. Raqueata, you aee, 

Now, we can •t proaiae them t.117 of ;rcur engines 
unleee we get rour consent, but I would like 
to be l.n a poe ticn to be able t o ea;r that the 
English do or don't want •x• number of tbeae 
pureui t ahipa and the;r han or han not got the 
aone;r eal'll&rktd for this al.~larl;r to the deal 
on the 60 lhlpa, ;rou eee. 

Yea, I aee it all exeept the aoner earmarked, 
which I don't quite lellow. 

Well, Philip Youg tela • that in colll\ection 
wl.tk theae 60 ehipe, that there waa 50 ~lllon 
dollara earaubd for that deal. 011 that buh, 
I ao told the President and the President aaid, 
"111 right, let it go through." I take i t that 
wberenr Young tot that i nformation, it was 
correct. X. thal'l &111 doubt about that'? 

238 

Well I u not flllliar w1 th the phrase "ell'lllrk", 
but f don't thlDirthat particular point aattera 
nr;r •:!\ but .-.r\&1:!{ aa regards the Curtha 
plane• 111 aderal lng h that 1 t 1a aiapl;r an 
orcli~ Brl. tlah purchase. We han ..ae no 
apecial prondon or ell'll&rklng of twlde in ad-
nne• for I. t, 

Well, thh haa aothilg to do with arq other tranaactioa 
but w will han to tue each of th11e tranaacti.ODI 
11p aeparatal;r. Here h one I han cot to aettle, 
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Phillips: 

H.M.Jr: 

PhilUpa: 

B.K.JI': 

Philllpa: 

H.lii. JP: 

- 3 -

becauu t he p!'eaaure 001111 l1'011 the II&JlutactuN!', 
If he is foing to continue and not abut down 
whateve!' be date h - be said Se'OteJibn 1; 'I 
aaw hill i n New Yol'k, But be wean' t sun. Let 'a 
say he is l'i ght, but he is checking. Be baa to 
place hie o!'de!' fop aatel'i ala now O!' elae he 
will han to shut down hie liDe and, natu!'ally, 
the pi'IIIUI'e COM I fi'OII hia, not t!'OII M, 'fe 
alao han pnuve tr011 about 20 othe.r countries 
that want pvaui t ships, and I said we want t o 
know t !'OII the Bl'itiah goYe!'DIIInt between na. 
and llondq, do they want azq or all ot these 
it they can get them and too, do they eonsidn 
that they have the lunda wberewi th to pq tO!' 
t hea . 

Well, I will get the ppoper people in touch with 
lll'. Young tonight. 

I t I could hue the answer by nine o'clock 
llonday aol"Dlng. 

Ye•• 

ADd aqthing elae that you dhcuned with Cochran, 
I j1Ut han.n't had the chence, but be h.u written 
it out and I will abao!'b it Satu!'daf and Sdl'a:r, 
ao you can figwoe you can han a qu et week-end 
unless theN h ao• -rcency. 

Oh, I don't know about that . 
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Well, u fv aa I U concel'DM· I a !'tally 
golag to _.. not to wol'k t o!' t wo da:ra, it poaaible, 
other than \o' atucl:r, but it I o0111d han that allll 
1t baa nothing to ilo wi'h an:rthlllg else other 
tlwl here h the auut.oturer and he •a:r• it you 
people nDt theae and :rou want hla to oont111111 
to Ub 8 a dq1 :rou han got to tell h1a lloa4q 
what fOil ftJit, beO&DII l.t tabl h1a 8 -thl to 
place Jail orcln• at leaat tor hie Mteriala • 

Regraded Unclassified



Obi lli ps : 

!l.V.Jr : 

?hilli TIS ! 

P. . '.' . Jr : 

DhilHns : 

E.". Jr : 

Phillips: 

P. .M.Jr: 

0 hi llins: 

- 4 -

Yes , I have got the point. Production is 
like that ( i ndicating up) , and if we do nothing 
it wi l l go do~n and then shoot up later . 

ET.actly. And this l s the only company in 
Amer i ca t hat is real ly turning out ships in 
any number, 

Yes . 

Thank you. 

I haven ' t ~ot any repl~ from London on the 
last statement of the resident's . l t i s jus t 
as wel l, perhans , that I non't t ry to discuss i t 
now. 

'//ell then, maybe by !londay, but I really am a 
lit t le ext ra t ired. You have nothing unti l 
Monday ei t her? 

I don't know, 

Well, just this one thin£: which is really something 
qui te by itsel f . 

Very we 11 , thank. you. 
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H.f.I.Jr: 

Operator : 

H.M.Jr: 

Jamea 
Forreatal: 

H.M. Jr: 

F: 

I!. M.Jr: 

F: 

H.lLJr: 

H.II..Jr : 

F• 

H.M.Jr: 

f': 

H.H.Jr: 

F• 

H.H.Jr: 

Hello. 

Mr. Forreetal. 

Hello. 

Yea, Henry . 

December 20, 1940 
4:54 p . ... 

J1a , they say you oalled me. Have you f orgot .....• 
• Well, I must be di aintegrating, Henr y, I can't 

remember vhat it vae about. 

Well, that' e all right. 

I t hink everyt hing looka pret ty good - t he 
other t hing. 

Oh, do they. 

I don ' t think you' re going to ge t perf ection 
This isn't goi ng to get any miracul ous sudden 
change but I think it's at l east in the 
channels. 

Well, that 's t he way demooraoiee work. 

One tb1ng - I think t hat that little Br eweter 
pla nt up a t Long leland CitJ ie in good shape 
now. I talked to the fellow today and t hey 
are really hitt i ng. 

Wonderful. Well , 1f you remember I'll be here 
for another hal f an hour. 

You will. 

lCeab. 

0. IL , Henry. 

Thank you. 
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H.M.Jr: 

Operator : 

H.M.Jr : 

tudor 
Lubln: 

H.II. Jr: 

L: 

H.II.Jr: 

L: 

H.M.Jr: 

L: 

B.M.Jr: 

L: 

B.M. Jr: 

L: 

I , K.Jr: 

ReUo. 

Deoee'ber 20, l,alo 
5:18 p.e. 

Kr. Lub1n. I reaohed hie ln Kr. llllean'• 
ott1oe. 

Hello. 

You don't 11•1 •• a obanoe t o oall JOD . to 
\bank JOU and tell JOU wbat a IWill Job 1\ 
turn14 out to ~. 

Will, I 41d 1t at Ca'blnn, and I put 1t on 
Ull note that JOU1 d ~ID aJ"'UDd \0 Ill e1 
and tlad M41 the IUGIIUOD t o ee. 

Ob, nell. 

I aean, I aa1d \bat Lubln baa biiD here aa4 
eadl Cb.11 IUCIII\lOD and I aar11 and I 
underl1ned u. 
1fell, U turned out beautlflll . '*'f 
.. u, I p•• u to the Pn1141nt .. nel'dq 
., Oa'b1•' · 

Ao4 .. ..,'bo47'• tlaPPJ aD4 1c'•,r.1ac to~· 
coo 'be•u• w'•• aoc tour peo • tdlo reii1J~ 
OM wn copther. 

Well, I JuoC CboqbC JOU14 WDC Co llnow I 
11,. u to h1e ana I 41d ,., u on tt~ac 
- co oH •• aD4 UlaC I acrH4 wUb JOU 
MU'UlJ aD4 I CboacbC 1M oupc to dD U • 

... 11. !baM• a mll1oa elM•· 

Well .. . .. 

roa u0111, ... ,. aoc anocblr pro'bl• aow. 

01117 o•• _.., 

• 
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L: 

R.M.Jr: 

L: 

H. M.Jr : 

L: 

B. II .Jr: 

L: 

B. II.Jr: 

L: 

B.II.Jr: • 

L: 

R. II. Jr: 

L: 

B. II .Jrs 

L: 

B. II . Jr: 

L: 

B.II.Jr: 

L: 

B. II .Jr: 

L: 

- 2 -

••••• cot • 11a1eon pereon '0 p1ok. 

llean1~ 11baU 

hween b1ll an4 ~•- II'Oup. 

hW... tdlo' 

!be lk1pper. 

Cb, :reall7f 

Yeah. 

Cb, len'' he COiDC 'o work Yi~ Ul• 41recU)"? . . 
Yeah, but I aean, he -nu a t ull.-Uae pereon 
w keep hie •r• on ~DC•· 

Pal'4on' 

Be want• a tull -t1ae pereon to keep hie ere 
on 'hinge. • \ 

ha14aa (beea tour! 

._.'bo47 bewean • • • . • reah. 
1 414n't IDIOW Ulat. 'llben 414 *' MJ~pent 
Well, be' a beeatbin"'~ 1n tbo .. ..,.._ .,.,....,17. 
ro. - be _,. Ua1aon peopl e "WI ua 
tbeH • •••••• 

A 1..-au :rnnr. (~ucbe>· " 

w.u, 1111at t~~e uu aoe• u -t • 1-c---­
..., aan'' ~H 1M0 -· aD4- blat . 

Wall, 1 nppoH •. · · · 

YCIOII Gall 1 ' talk wtlal'e JOU are • 

Yeah. tbat'a lt. 

.. 
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H.M.Jr : 

L: 

H.M.Jr: 

L: 

K.M. Jr: 

L: 

K.M.Jr : 

L: 

K.M.Jr: 

L: 

!!.M. Jr : 

L: 

R.M.Jr : 

L: 

R.M.Jr; 

L: 

H.M. Jr: 

L: 

H.M.Jr: 

L: 

- ' -
Yeah. Are JOU going to be in 7our ottice 
toaorrow? 

No, but I ' ll be hoae. 

Ma7 I call JOU or ooae over? 

Give •• a ring toaorrov. I aade a little 
oath I vaen 1 t going to ••• anJbOdJ t or two 
4&71, but I'd love to have 70u call ae. 

I could aee JOU th1e eveni ng it Jou' re t r ee. 

No, I'• going t o t he ooncert. 

o. ~. Well, I'll call JOU at the house and 
it JOU 1 re tree I 'll ooae; otherviae, I' l l 
underatand. 

How'• that? 

o. ~-

Yeah, I'd like to and •••rJ rule bee ita 
exoaptiona. 

What' • the boae phonet 

r or JOU and JOU onlJt 

Yeah. 

I aean, JOU von' t tell enrbOdJ. 

• o , abeolutelJ. 

hoauae 1t 11 unl1ete4: North se,t. 

o. ~. 'rhanka eo auoh. 

It'• unl1ate4. North 8898. 

Thank JOU ever eo auob. 

• 

24.4 
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B.li.JJ'I 

Ll 

B.M.Jr: 

L: 

B.M. Jr: 

L: 

• • .. 
.. 

• 

---
J'• .. 11P'e4 ........ J tlalu u •• a •Jo• 
II11Uklo LIMI' llal " 'lie Ulil'l, .. llaYI to 
I'IOOpllH la'llel', .. IIM4 lallol' aa4 U 11 P' 
" 'lie • ,...UII'Iblp. 

teah. Well, J thlnk 10. 

AD4 J •• a b.WI4re4 peroen' tor u. 

ftne . !bank• a allllon U•••· 

• 

• 
• 

• 
• 
• • 

• • • 
• 

• 

• 

• 

• 

• 

• 

• 
• 

.. 
.. 
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TREASURY DEPARTMENT 

~.. ·~ COMMUNc:Ano.. 
(,?~ 

....... 
s,.h\&17 llorpaUiaa 

.... ... 
TO 

""'" llr. Ooobraa CONF"fDENTIAL. 
~c:htore4 otorliac tnaMCUoaa of tho repor11ac - o voro a. followoa 

lo1d. to O-I'Cial ccmcorao ••••••••••••..• .001,000 
Pvob&oe4 froa O-I'Clal coocorao ........ £ 6,000 

!ho Je4oro.l ~""'' lo.lllt ot ..., Tork ool4 .ezo.ooo 1a roclotere4 otorlbc to 
a n.,._nporu-. l>uk. 

Cpa .... kot ohrliac r-ille4 at ~.0}-J/~. """' tnaMOUou ot tho repor11ac 
buka verel 

Sold. to o ... oi'Clal coacorao •••••.••••••••• £ 5 .000 
P\trcbaael froa c~erclal oeD.aerae........ -<>-

!'bo Ouad.lu 4ollar hao had. a ollsbt17 finor tono 1n tho laot fw Qro. .lo 
•1not a 4hcout of 1}-9/lfif. at tlio b.,Pubc of tho wool<, that cuneDOT clcoe4 
todq at 1}-1/~. h 1o 'boU.,.e4 that ooaooDal toviot ,....,_ hao illtlunoo4 tho 
~uotatlcn. 

!'ba 8w1oo true p1Ae4 uo\hor pout 1a toQr! a tre41ac, cloobc at .2321. 
!ho rato h - '-oil: to tha 1.,.al which }1Nftlle4 prior t o tAo 4oolillo on Deooo'llor 11!. 

!ho ot.hor ......_.1 .. olooe4 u tollowaa 

.....,..a­
lalob...-1< 
Lira 
Arpa\lae - (hM) 
lnlaWaa allreh (troo) 
11a1- pooo 
a.-. pooo 

!!>oro woro ao plA ,.......,u•o --tell b)' "" toQr. 

Jo DW C014 .... , ... ,, ..... nporte4. 

!ho Bo•~>q co14 
at tho ~ubal•t of 

, 

0 

• 
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....,q MA .._,. ••U.-• P'lo• for fo:retca oUur ...,. l"'eM•,p' a\ Y..3/'l. 
!!>• h•OV71

1 JVMue ,.tee tw tonica .Uftl'-. abo •+=,p' a\ }51. 

v1 ...so ou pii'GIIaM ot eu .... -ulll •• 50.000 ..., .. ....ur u.. au .... 
l'l!rOha•• .Ao~. llolo ...,.._..., 'ft4hc IUftl' • 

• 
• • 

• 

• 
• 

• 

• 

•• 

• 
• 

• 

.. 

• • 
• 

o • II' I 

• 
•'"' .. ·· ' I • .. 

. .... . . . 

• 

• • 

• 
• ... 

• 
I • • 

• . ... . . 
. CON F:l DENTIA.L · ~ . 

• • 
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TREASURY DEPARTMENT 
24:8 

.. 
...... ~ .... 20, 19110 

Mr. Oochru 

S T R-1 C T l Y C 0 N F I DEN TJ A L 
'!!It li'o4eral lbooern B&llll: of llw Ynrll: ropor\ed tl>l followbc tr&!lMIIUOil la 

It> aecoWlt of tbe Credito Halluo, llew Toft:, .alate1,..4 v1th the Cbaeo kttoal 

• 

Pa14 !o 

Cha• l!&ttoaol l!uk, l!.T., 
for aoCO'Ollt of Snna-a 
lill:abaall:, Stoek!lola, 'b7 
or4er of Cred1 to Italluo, 
l!o•· 

• 

• 

Regraded Unclassified



24.9 

-I a-10, 1!110 

•. ow>-

.U 11:35 We- '•llr, IMiille ,.,.,.. I M ,_ U. N-.J. •• ua -.r .. 

.. ..ut. ....... lift ............ laM lir , ....... 

ift~~er:Laaoll Jut lal111 witll tM ._ 11 """-' 0 S I fll •• Tnll: tw U.. ,_ ' ·a 

u ~ ~ fll 6,000,000- fll aU,.. \aM Ull lir tM .SMA ..... 

t.a ~ ... 1a. tar u.. •ltMrlMta Jut 1a11... 1 MU 11r • ....,. ... 1 -

aot Pll"t ot tlat.a he1aeea, u4 tM\ 1 ..U """- witla llr. IIMMr6 II -111a1 _,, ... 

u bliP rq ottlo• --~ 1alonet II .... tr•lll\1••· Ull \W we, 1a tws, .-tt 

ci" all penl.aa\ 1al-*loa \a \M r.t-.1 k-•• lui< el ._ Tnt<. ..,. t. 

open\l.oae aa \lie JON-' .. wU1 attN\ f.lreotlT \M ...- el wt.l..,.. 1l1liala 

tht !Ttua7 .., M ..u.a .......... , M. 

• • . .. 
• 

, 

•• • 
• • • • • • • 

• • • ; 

• ,. 
• 

• 
• • 

. . 
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PWI 

8b•ngb&S. na I • a. 
DatEd IlcOI:ll'bU 3() t 1960 

Rco'd llt03 a.••• 311t 

a.:ontary of State, 

Wa•Mngton. 

U l.S, twuticth, 

llprot.al J'inanoiu. lll.niahr FinaDoc lanlt1ng 

rEgimE }Watcrda7 announocd lew Ocntr&l REserve Bank 

250 

to 'bit opn~rd JlenkSng January 6th and to iealllt ournnoy 

t,..porartly at par with 1 t br old l&Pi• until thE latter 

aywt~ oo~o:a, B:ranobra to be opec.:<, ~.n Prinoipal 

cities and notes to be oonaidcrcd legal Tcndcr for pay­

IUilt ~. for off1o1a1 and Private buai.ncaa and for 

fore • nnha"'l"" tranaaotiona. t.p1 i a to be allowed 

olroalat:lon tqporarily pc:~d1Jl8 ultimah rcha'b1lUat1on 

and 111l1f1oat1011. ltatnmt &lao ua&111 1nd1eorim1n&tc 

infl&U• by Cllwlcklll8 finaDo1a1 llllthorltha o-ing hip 

con. un.ag, ~ DCoeae1tatlll8 1aauaDOe of a nn 

~- ... bek to 'bit 1n pr1no1plc the omtr&l BIDk 

1n lanh CIUlla -.bare prcacnt flr*ral rcacrn ballka ow:-­

nJUIF tD '- J1Emltt&4 w.po:ru117 to oontS... oiroala­

u-., ~·' ._ III1DC uaw to be abolla!le4. !!IE 

111UtuT 
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a11UU'J JU ecsrlp to _,iDa in olrCIIJl&UOD u 111 llu 

a ooor41JI&tlllc Ul4 o~lEMiltU'J YaliiC 1ll nlatiOII to -u. 

nn ou:ndO)', bEIIOC tliE two \o be allclftd to IGIIkft thdz 

n•pcoUn ob~coUne. 1111lUWl' &leo un-cd the npla­

t1ou sowunq a fanip noballp necnc oonbol o~ttn 

to _.1n of foal' u:pcne :rc' to be IIPPOlll,ccS. 

• 

-< 

~ OCMIEROE. 

... .. 

-

LOOIHART 

• 
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Weelrtq'fla •• L 

!laW h11 a~r 20, 1!jllo 

.... 2115 , ... 

Op•hc et C-ral Jak of h- lor •• •*'sc ~. 
lol~ h a t.... tfta&laUoa <I a 1- .,.aariJic la 

\o4q1o 100&1 Ohf.JIIOOO pNOOI 

0 !1Jo Coatral ........ lui< ..... laUoao *'* wft ,..ooA at 

tho }Sth Ooatral 'PoU tlaal c-11 ••U-c aM ,_,....,.4 to """ 

I'AclolatlYO l'ua for Os.iii&UOD haft 'boaa OI'PI"on4 llT tM laUe 

011 h....,... 111\la litter - '-.h. !looT ,.... pr1 1pW lor 

..aaw <I tM •uOMl Cleft-t oa u. 19\L 

1a ·-"·· llltll .... .,..uc fll .. O..tralllo-llall: 

wllia to to w. J1Me oa 1_. R •· a.-~. lllatotft 

of ~"'-• _.. tile f.U..WS.C ot&'-' ,eo~• '!M -

• llablUtatt• fll --. .. ... •• • .. fll ~~ to -

~r'-' -.u.-u ... ,.uo.r •' • •UoMl ...... '· :ta 

oMR\o'lle~ .. ptMU .. fs--~U\ato- 4• 

IO'D& aU.-1 loU_, 'lie c.:s "eel, ._ tM •""* fll 
••UUtt•• • .,...:La....,. 'lleoa Ia ..-• tlotreH IIIII - • to 

oa .,. fti'SO fll t , •• , , .. fll .,. _u_. '"' sa • 
9alM et ........, _. .. ii11r _ .. dil•ll ..._ ... , fll ••-•'asttt-.... , .... 
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.1.$-:?>- J o. 1)9, Doc. 20UI.. 1o p.a., r..- Jeawac. 

f ou h t1oa of ooc1al --r _,lie o\allllloe4. .l\ tba u .. 

vblll the Oon....,.t .. ~to lte ...,ltal, lblo IClalo\%7 -.M 

a oolaa 4aclarat101l 1a ~ to ..Utala1ac the •alae of 

eurraiiO)' 11104 till a\alll.l1s1ac of flaaoa. I.tar a patltloa wu 

llda to the Ooft....,.t fer tile orpaiaatloa of a praparato.,. 

collll ttaa for tblo ••tull"'-t of U.. ... tral baalt. After -

1'111 daUlleratlou- potlltho p'pe1ac for till put -ra1 -u.a, 

proparatlou oa all -tten ~ u \bit ral.olac of .... rn t.M. 

tbo b&l>l< vlll lie U. Ceatml •- Jlak. !be ! oral "!'•he of 

tba baH 11111 teloo ~ 1a U. CIIPltal oa ~~ 6, 19'11 oa w!tleJa 

lh but. ... ~o.-... wU1 lie ~ • •1l7 eotal>U.., l• the prbeipal 

c>l Uao . ._ •to• to lie la_. wlll lie oa1lM "lacal ~ -

.., be --' for ~ tGM, • ' p ,...,.. .. , - all poaiiUo -

prbate f!~-h• Ia .~ to .....U - tlo.......,. to the 

t1....aot4.-.t -ate utepari t1oo .. -• of till pGO!'la all 

ol4 1-..& w.a.. •W• *1M ..,. - la olroolatiloa will for U. 

u .. ~ ... u 1 to ~- at ,ar nlu wl til tblo lacal 

taMer ..-.. \a lie ,_. .... - Oolltral ·-.... • b 

1 

CIIJwt ' 
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...,.e_ YlU lie .... .-A •aae YUl be '-taa4 lo 1l8.lf7 U.... 

~. 111al.a\17 ue Ill~ 4n11no 11p afteotbe .. ...,.e lo teal vUII 

t.M poeetlolll'J' ot Cbuisll:1ac'e -la laonaal~~e ita aote h- ,..tell 

woa14 -· tu\ller Mpraoletloa 1a \!Ia Yal'lllt of He aotee, produe 

41e~ la tM ..Set - affect "• llnllhoo4 ot \he people, 

Ill~ ._.-4 lo \U ol!OillaUoa of ;_.. .. lllll\ei'J IOOWe Wllidl la 

la e .,.alal ooll41 tloa brl~~& \U ooeU,...Uoa of lloeUU Uae, U.. 

- l..,u -.r wtU lin -tul aaela\aMe M U.t bo\11 .., 'be able 

lo 0Mp1ete \loalr r .. pocoUn taalce, !ftoe ~a<IAoral llt .. rn- 1a a 

lapol'1olat fl..-aial corpa la hrtll CM .. tllarafon atforh ohcnal4 'be 

_.. lo effort lt a Maltllr U...topent, !be praMet otatlle la u.. 

araa ..,.,.. \loa J'a<IAoral lltMrn aoteo are coli'GIIlate4 ahoal4 'be al..a-

~-'· .a. racar4• till lflla Be lac Baall:, 1 h aote la~~tliiC rlflllh Ylll 

'be a1Utle4 allll lh bllelMee la U.. h."'" Ylll be ooaf1M4 lo 

fonlp -..,., fta.oe, -' ortl...., oo-rolal MaHwc. :rr- - oe 

CJdaa'e --'• -lcopMet, eart.-et at He kUoaal haaa!7, 

-.t .... ~ a4 lataraeUoMl preetl,. all 4opoad. oe ~ 
..... 0 ..... ~~ 

• .._._, ~ tlij, 0..\nl lltMrYe JaU. ~..,. oare will 'be esorolaa4 

la U.. la- of _.. - •we, d4 U _,. 'be talala tor cnaW that 

lle~tlill ...... ..t \loa poopla YlU lie 'beaefl W, I d-rat, llcopo - ~ 

tMt:jo.,le ~ walb et Ute Ylll -•tallll \lila a4 ctn tllalr 
u ... 

.. d • ._ .. u. - .. w. 10 \U\ tU1 ..,. .... oli'GIIlatM YltiiAt 

.._.._ .... ..t .. UYliiC oo..UU- fill U.. poaplallllf' 'be eteMllaM 

... -lr wfterbp II k .... II 

............ , ..,.. ... \e 0 
.... JICo hlpliiC- •e .. 1

• .. , ..... ; kaD:r. 

IIJ'..u ....... 

"' OCft -
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CONFIDENTIAl 

A hlell'• (no. ltp) of Deonber 20, lNO, t:roa tile 

Aaorlou OoaiQJ. Oeaoral at &heap•' roado olibotuUall)' 

01 f ollOWII 

Opoa obta11l1a« dota1lo4 1atoNOUoa 1a regard to tho 

plue f or tb8 aow C.atral Bank of tho vue C111ag-w1 

g01'1l"IIIIIDt aJIA for tile bank 1 I Olll'l"IDOJ 1 b0Jiklr1 1a llheapet 

u :pr e 11od tlwaeolYII ae fooUag rol1ond a1aoo U eo•• 

t hat tho ~~ 11 not aoarl 7 eo dl'uUo •• U wu ... otod 

to b e. Although 8h•agb•' bankore adm.t that tile a ow 

ourreao7 will dof1a1tel)' threaten the oarreao7 of tho 

Cb1aue 1Cat1oaal Oonr 1111eat 111 tile 8h•agh•S aroa, tbo7 

do aot fool that tho dMgero will be bao41ato. ••ap•S 

bankl rl 01"1 Of tho op1a10D that OOIIIlt-MORI"OI haY1JIC 

t or tbo1r a1a olt•Saat1oD of opeoulat11'1 aaaaalte oa tlll 

t oro1p .. obep Yalu at ""eap•S of tho ovroDO)' of tbl 

lat1oaal GoY-at and a rodaot1oa 1a tbl oxtoat of 

pr ot1 t wbiob tbl a .. ou naQ' aoaRl"le .., attor4 tb1 

len"'DC J'OC1M aaA tb1 .J ..... eo wU1 proMblJ bo taUD "' 

tbl autblrUUe at OM..,.,.,. h aot Uk-17, 1a tbl 

op1a1oa ot Cb1aoeo ....,....,.,, tba• hrelllt •ea• 'at •mp·• 

w111 be .ea. 1JIIPO .. l'llle 'lllr .. b -- •eae\lroe, at _, 

rah •t ffllr - tUe ,. ... ., • ., ........... 1 2 .. 
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CONFIDENTIAl 

.t. •-•'1'7 of the -•Dh of 'buken tollowe1 

(a ) J.e the publ1ebe4 -UDO-fttt allow that DOt 

a uoh eutborltT l e Sl••D to the RaDk!Dg reglee tor eupport 

ot t he new ourreDo:r , •lewe hel4 prnloul:r that the J ape­

nee• 414 not ta•or the 1ntr o4uotloD of t he ourreDOJ but 

t or pol1Uoal. reaeoDe grute4 the rlpt to the Dew reglM 

~· ooDtlrlltd; 

(b ) ~o1erat10D OODOerft1Dg the OODt1Due4 OlrOulatlOD 

ot t he not .. of the llorth Chlu Pe4eral Jle .. rn Bult u4 

of t epl wUh DO prorteloD t or the olroulatloD 1D llorth 

Chlna of t he new ourreno:r 41eoloeee the Dew ourreno:r'• 

weeltnue; 

(o ) .t.e the preeeDt tepl 1e aooeptab1e e•en t or pa:r-

aeDt of t~no oo.puleo'l')' Maeur•• are •"n 1D tbe 

aDDOIIJlo•nte tor olroul.aUoD of the uw ourreao:r: 

(4 ) llo 4ef1Dlte UM 1e t1:u4 tor eU.a1ut1oD of 

tepl 1D uq U't& UD4er the ooDtro1 of the lleD"''D& reglM; 

(e ) PrortaloDe tor a.peUUoa .r tbe Dew bu1t wlth 

prl•ate e~al buka 1a ~tlJII prlnte 4epoalte 

aD4 la .. al181 1a a uolal forelp ezebenp aanere 

41reon:r <•• a hiUIUoa ueUll7 ,..,.,84 biT • ganrD-

ant ru'"• 'ballk) ti.elol .. the 

poe1tloa of \be ... 'ballk ae • 
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IN 
(f) AUqUon Rl o.Ue4 W tlw taot ~t 1t wa1 Olll.J 

.tter fore1p tre4e control •e••ur•• vere 1n1Ututed an4 

oo~llleorr taoUo• entoroe4 tbat tlw ourreno7 of tlw 

Federal ReeerYe Bank 1n lorth Oh1na ••• euooeeeflll; 

althouah 1t 11 ada1tte4 ~t 1t 11 11kel7 the regiaa 

at Jankinc ba1 tlw autborU7 w lUke 4r .. uo ... eure• 

efteot1Te, doubt eX11t1 Vbether 1uoh aot1oo w111 be en­

ooiD'qed bJ tlw .Tapanue auibor1t1 .. 1D the near tuture; 

1'111)14 IUOOeU Of the new OlllTeDOJ 11 DOt expected tor 

th11 reaeon. 

( c) It 11 plea1101 to ob1erT1 that none of the etated 

pro•1•1on• 1eea to 1oT01Te ••••uree tor the control of 

trade; 

(h) A8 the -IIDo•enh oonoero1q torelp exohallp 

are •er7 •acue aD4 are oool14ere4 18praoUoal, eiP'O~ 

without ooop-Uon oo "th8 part o .. xobup bank-OblM• 

u4 fon1p-1t 11: not a~~UD1pate4 ~t an att.-pt w1ll 

be u4o to ooatrol fol'll1p o:ullaJIP. 

!M IIIOU 11oa of t:be !!UhllDC olll'l'eDOJ •• tbl 11111 t 

of OIII'!'OUJ uood 1a pDJliiC outMo 4ut1n 11 • uster of 

oou01'11 1a w81Moo oll'oloo wtlloll - fo~~rtlll U!Dt 

11101'oaMI 1a the otfoou .. tlll'1ff ratoe .., reealt 

tbll'otne. 

Regraded Unclassified



253 

c 

,.., .... hM ChaM ... la Ch1A& ....,ol..-.4 u.r..ap _..-.., 
of hcleral a... .... o J&K ot ,.., t on:, D.ooa'bor 20, 191!0. 

0 
p 
t 

n 11 upooll4 lakiac Cllba Oft.-\ op•'IIC..., Coatral Jull: ot ru.. 

1D 'b'"P' .... lT ia l--r a1. wUl 1- - u\111 for til&\ .-

' .~.nn--

l'or '/t10Z lato~U• ~~1M 'boMa .._..,_ 'boMallaft 11CJ'114----' 
tb.aaoolftl .. , \1 _.,. •r llaft 4eal.._. •Uit. ..., ........,.. ... 

• 

• 
• 

Regraded Unclassified



( co.,FIOE :TIAL) 

PARAPHRASE 

A telegram or December 20 , 1940, rrom the American 

Consul General at Hankow reeds substantially as tollows: 

Consular offices in He.nltow have been informed by the 

Japanese Consulate Oenerel or new regula tions gover ning 

the carrying, by travelers between Hsnkow and ooints down 

river, ot drafts, l etters or credit, or cash. The new 

r egul ations , woicc are ettective retroactively as or 

December l, provide tha t eech traveler m~y carry without 

a permit 300 yen in cash. Travelers desiring to carry 

more than tn1s amount in cash, drafts or letters ot credit 

must obtain a permit !rom the Jappnese military. The let­

ters or credit or drafts ere t o be obts ined from Japanese 

banks. Travelers must upon departure trom or arrivel at 

Hankow or other ports submit to the mi litary authorities 

a formal declaration in regard to the letters or credit, 

drafts or caeh in their posaeseion. Confiscation or 

t heir money or other treatment considered suitable i s to 

be meted out to travelers violating these regulations. 

Although the Japanese circulated t o foreign banks 

the lUll tat ion regulations, the regulations bsve been dis­

regarded by the roreign be.nka, which continue to send 

tunde to Shanghai without obtaining permits trom the 

Japanese mil i tary. Travelers will sutter no practical 

hardship trom the regulations aa long as the banke' continue 
the 
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the above-aentioned practice and traveler• are permitted 

to carry 300 yen without obta1nlng a parmi t, Strict 

enforcement of regulations, however, may result later 

on in sei&ure by the Japaneae of latter.a of credit and 

draft• whlch non-Japanese banks have iaauad without 

having obtained the permission of tha Japanaaa mil1tar7 

in advance. Attempts at penalty ccnf1eoation of fundi 

of boat traneporting such bank tranefer lllay alto be 

pceaible in oa.se of a atriot enforoeaent of regulation•. 

The queetion of discrimination aga1ne~ an Aaerioan bank 

~oee not arlee as the branch in Hankow of the National 

Oity Bank of New York closed on December 12. 

At the preaent t ime 1t is not clear what ware the 

motives for the promulgation of the above-mentioned regu­

lations. The principal factors involved eeea to be a 

desire to prepare the ground f or crowding non-Japaneee 

·banke out through diaor1a1.natory perait eyatea for all 

tranafera, to strengthen the Japan .. • lllilltary yen on thil 

llanltow aarket , and to atop ehlpaente to 8h&Dgha1, by 

apeoulatorl ( inclu41Dg Japaneae) in lll111tary yen, of large 

uounta of Oh1neae national currency. In the op1D1on of 

eoae peraona the regulation• are being u1ed al•o for the 

purpo11 of putting into operation at an early date an 

iuue of paper aone:r proJeowd by tile ress.- of Wang Oh1aa-nl 

- noh ... 
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-- auoh currency to be exchanged at par in Hankow tor cur­

rency or the Chinese National Government. Arter consu1ta­

tion with British and French banke and Chambers or Commerce 

the British and French consular representative• are re­

fraining t or t he present from replying to the Japanese 

Consulate General's notification. For tr~a reason and on 

account or the situation described above, the Consu1 Gen­

eral auggeata that pending clearer ei gne or Japanese in­

tention to interfere eer1ouely with the transfer or tunda 

ot American o1t1~ens he alec retrain.- from aaklng any 

reply to the Japanese notification. 
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PARAPH RAS E CONFIDENTIAL 26~ 

A telegram (no. 70) or December 20, 1940 , rrom 

Consul Reed at Hanoi reads subatantially aa t ollows: 

Although previous t o 1940 the amount ot Indochinese 

r ica i mported by Japan was ineigniti eant in emount , ac­

cording to information received on December 19 rrom an 

ottioial or the economic section , the Japanese demand 

now that t he7 be allowed to receive during 1941 apnroxi­

mately 700 , 000 tone, which is about one-halt ot the ex­

portable surplue. The 450,000 tons ot rice imparted 

by Japan in 1940 and importe in previous years vere paid 

tor i n American dollars. However, the Japaneee propose 

t llat a barter arrangement be made tor 1941 imports. 'l'he 

informant remarked that 1t was necessary to tind another 
• 

market tor I ndoobineae rice, even on the baeia ot a barter 

arrange2ent , eince the loss ot the French aar~et, vnioh 

was most important in the past. 

General reports indicate that Japan i s l acking in 

exportable commoditi es suitable t or t he Indoch1neee market. 

'l'harer ore , it vould appear that Jepan's adverse trade 

balance wi t b Indochina vbioh i e alreadY large would be 

oonaiderably increased by greater imports trom Indochina 

and that large unusable oredite in JD.Pan vculA r esult . 

By aeane of olear1ni agreeaenta JaPan, tbrougll her debtor 

lf profitable ooamercial 
poeit1on, would aeoure tor her•• 

relatione with Indochina coaparable to t he poaition ot 

Oeraany 10 the 8~, betore tha war. 
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