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BIIDI< ot J.Mrio. 
Uplwo &Ad liii.Tr olear up al.alalderlltandin& ot Banea' 

atat•ent that "he' d cooaider thie Deceaber 15th 
a aentle...,•e •sre-ent• - ll/26/39· .............. . 

ChiD& 
See liar Cozollti""" 

Ool .... ia 

-C-

S.e War CozolltiCID8t Latin ..._riO& 

-11-

!icclea, llarri!lar s. 
Reeect•ent at tax speech 1D St. Louie expruaed by 

IIIIJ'r and !laue to Ranaoa, Melee, Draper, and 
S17"0aak attor Open llarket Co..lttee 11eet1Dg -
11/27/39 • • • 0 • 0 •••••••••••• 0 •••••• 0 0 0 ••••• 0 ••• 0 •• 0 0 

J.laop diacuaeeo apeech with llaAao - ll/28/39 •• •••••• 

-,-
P1Aano!..Dc1 ~t 

C.ab PiAanoiJIIt Bedl.,. Maerandu. - ll/24/39 ••••••••• 
"!7p10&l rr.-tiD&Doi.Dg Market • a Bell _rand,_-

ll/24/)9 •••••••• ••••••• •••• •••••••••••••••••••••••• 
Bell rapcrto men!"""" earn ...... ot Trea8Ur)' IP""'P 

that tiAanoin& ahoald ba ccmtined to o.ah ODlJ' -
ll/2'5/39 •••••••••••••••• 0 0 0 ............. 0 •••••••••• • 

IIIIJ'r ocmr .... wl.tb otticlala ot Dl.ooollllt Corporation 
ot ••• York, Firat Boston Corporotioo, Sal..., Brothers 
a.Dd. Hutalw - ll/'Z7 /39 • ••••• • •••• • ••••••••••••••••••• • • 

Opoa llarkat C~ttee cCDterence- ll/27/39 •••••••••••••• 
Public Dtbt L1altatiOD and PrOTiaim ot Rlaourceo Outaidl: 

224 

Baaa ... ar&Ddu.- 11/27/39····· · ·· · · ·· ··················· 
C.ab llllbao.ription ottarl.Dg ot ~ Treaaury boncla, 1948-SQ., 

at par and accrued interest- ll/27/39·• ••••• •••• •••••••• 
a) IIIIJ'r aakl !'1lll 1t be .tabu to adlaoribe tor 

BJde Park Cburoh- ~28/39········ · ················ 
PONlp Bolldholdlra Protect! ... Co1a10U, laoorporated 

S.. lar OOIIditioo .. ,. L&tiD Aurio. - Col-.ia 

.. 

80 

166, 340 
301 

8 

10 

71 

99 
l24 

177,299 

193 

342 
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a....t-a 
Boot Paae 

a.. liar CCIII41ticua Latin .t. .. rica 

- II -

lloRo~YDolde, WUliu B. 
Aeour" llll.lr he 11 read;y to ret11r11 to Treaa1117 . 

• heneTer PDR will permit - ll/27/39·····•••••••••••• • 224 139 

. - 0-

Opoa ll&rk-' eo..J.ttee 
See PiD&nol.ng, Go .. e:rn.e~~t 

Paul , RaDdolph 
See llnenue S.Tieioo 

Publio Debt IJ.mtat10D 
See PiD&Ilol.ng, GoTermumt 

Rnenue Rerla1oo 

-P-

- R-

IIIUr tell• Paul (Rendolph) of FOR' e interoet in 
tax a .. orandua- 11/27/39········•••••••••••••·· ····· · 

t.) llaa:Ul and KnolleDbera: • Ul t.lao be pt'eaent 
l) lllllr-&agUl OODftrlltiOD - ll/28/39 ....... .. 

InoreaHd reYIDue diecuaeed h}' IIIIJr, Renu, Tarleau, 
Blough, &ad O'Doanell- 11/27/39··•••• ·····••••••••••• 

-T-

Tax lftaiOD 

143 

336 

169 

Aaalllberg, lloea BlUr te11a Foley be ia ooaoerud onrr 
.1.\t-ey CleMr&l'• plu tor •-'t~t - 11/ 2.4/39.. ••• 26 

T&XatiOD 
SeelleftDUalleTiaiOD 

Regraded Unclassified



-·- Book Pqe 
..... Ccmdl.ti ... 

Bua1Da .. ai~uatioa tor week eod1D& ll/2S/39o 
B&a.1 acor&Jldla . . .............. . .................... . 

Cbiul 

T~~~~~: .~~ -~~ .:~: .~:. ~ -~~.: • 
War llaterialao Statiatioo of 1aporta at Ransoon -

ll/27/'J9 •••••. 0 0 0 0 0 ••• 0 . 0 ••• • •• 0 . .......... 0 ...... 0. 

Oredito t o Be11igerento1 JI'DR'o rocul&tion oonoernins: 
e.xpiratioa of , and tel'llination ot work of adviao17 
oaoaittoo indicated by state Department and 
acknowledged by Treasury- 11/24/39 • •••••• • •••••••• · 

a) Secreta,.,. ot c....,..., Eccleo, and Harrieon 
1Dtonaed 

224 

bchanse IIU'ket reauatf - 11/24/39, at oatara •••••••••• 
l'1Al.ud1 JI;Jti (Gonrnor, B&lllt of 1"1nland) aako Cochran 

tor aaoiatance 1D credit •tt.er which baa beeD referred 
to Reoonatructioa l'iDance Corporatioa - ll/2S/39 ••••••• 

a) Procope diiiCuaaea with Ran .. 1D connectioa rlth 
debt ~nt OD DecOIIber 1Stb - 11/~/39 • • •••••• • 

Latin .&.ericao 
Unit to atabilize t he excbanse of 21 .&loericao D&tiona 

UD&niaoualy agreed upon by financial oubcOIIIIIlittee 
ot lntBr-AmerioAA l!!oonOIIiC O~ittMI Herald-Tribune 
report 

a) White •anorandua atatins TrHIU,.,. knew notbins 
or thia - ll/25/39 0 0 0 *I e I 0 0 0 0 0 0 0 0 0 0 o * 0 o 0 o o o o 0 o o 0 

Inter-American Adviaory Coamitteeo ProJect for inter­
American f1D&Do1al institution 

a) Ber1e a..,orandllll on couterenoe between IIIIJr, 
Welleo, and Ber1e concernins doteraination of 
tuture polia.y- ll/28/)9 •••••••• ••••• •••• ••••••• 

b) White ...,orand\81 on pooo1l>1e •rita ot .., 
ID.ter-Aaerioan BaBk ••••••••••••••••••••••••••••• 

Co1c.b1A: 
l oreiSD Bondholders ProteotiYe CotDOU, Ilacorporated: 

llal>ea -oraud\81 conrtns cooference rltb Trapbagen -
ll/77/39 •••••••••••••••••••••••.••••••••• 0 ••• 0 •••• 

a) trepbagen, Proteaoor RDaera or Yale Onivoraity, 
and otber a811bera ot Executive C.-.ittee ot 
Foreign Boadbo1dera Protective Council to 
coofer with Han .. aDd otber Treeau,.,. 
repreoeatatine , Lincoln ot Soouritiea and 
lwcbanp C0111iaoica., Pieroca., and lob1e• 
Haaeo .... orandua- ll/28/39· · • •••••·······••• 

Coatereuce batliHD Jaraa1llo, BIIJr, <laaton, and Wbi\ e -
ll/2!1/39· •••••• ••• ••••• •• •••••••• •• •• •• ••• . •• ••••••• 

e) "'lill\lllderateodiD& which bat cauaed UDDeceiH17 
delay" cleared up 

1) Diaou81ed at 9:30 -tilll - 11/28/39· • • • • 
Olaat.U. Conta..-eo Cluton re,.., - ll/28/39· • • • • • • • • • 

:·~ ~ ~•;t;;t"Met!Di "OI'Hi..UCe·iiii,;t.e;.i:: :: 
ei Prga••1'"C8• ••• •• • ••••••••••••••••• •• •••• •·•••• • • •• 

1S2 

S3 

124 

2 

4),61 ,94,)21 

64 

164 

63 

189 

199 

185,303 

3S7 

201 
Hj 
233 
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Book Pqe 
1lar O~J.t.iona (Coati.lwed) 

Purebaal.D& ltl.aaian (Britiah-Fl:encb) 1 

P\&rYia to be r.oeind by HJIJr - U/28/39........ ... . . 224 79 
h&DOel 

ColliDe ' realM o! purobaaaa - ll/28/39. . • • • • • • . • • • 300-A 
Jourpal O(flciel carries !!rat measure (a peoiel 

Coaaittee or Procrue and Allied Purobaeee) 
which eill UDdertake to work out Freoob eDd 
ot such purchase a - 11/23/39. • • • . . . • . . • . • • • • • • • • • 16 

Ddedier report.• to FDR and lll&Jr completion ot 
general arranguente between P'r&Doe en4 EDglen4 
tor coordination or economic war etrort -
ll/25/39 . ... ..................... 0 • • • • • • • • • • • • • • • 67.70 

Pres• a .... ant on appoiDtmonts nt Monnet aDd Parvis -
ll/:t7/39............................. .. ............ 128 

Pierre Denis (aoaociate ot llormet) disouaaea co-
ordination with Bullitt- U/28/39····· ········· · 349 

a) Pour-page 4ocuorent aettl..n& forth pl&D 
88 dram Up bJ llonnet at NqUOst Of Daledier 
ntported 

b) Couve de llurYille diacuaaea • aoeewhot cOlllpllceted 
ayst«a• with Bullitt- ll/28/39···· · · · ··········· 3S9 

Great BrltaiD: 
.Lcceptenoe end aalcf"8 p8111eata acaiDst cert1t1cates 

authorised by Br:o.•iah Air .lttecb~ ill llaahington 
by Federal Reserve Bank or Hew York not acceptable: 
Knoke tells Bolton- ll/28/39·• • •••••••••••••••••••••· 343 
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AC 

SEcrtta~y of State 

Y11.shington 

2~12 , NovembEr 23, 6 p .m. 

!"OR THE TREASIJRY, 

C AY 

Parl:J 
~ 

Da~ .:<1 J:ovcm.»cr ~·~ , 1939 

Rcc ' d 6 :17 p . m. 

The Bank of France s tatement for the "cck ended 

November 16 published today s l\ows a further increase 

or 900, 000,000 francs drawn on the 25 , 000,000,000 

authorized advance account of the Treasury making t he 

total to date 9, 600, 000, 000 , Commerci al advances were 

down S90 . 5 , 000,000 to a total of 5 , 509, 000 , 000 . 

Note ~irculation decreased 67 , 000,000 t o a t otal of 

146, 654,000,000, Ratio of gold cover to demand 11abi l ­

it1ts deortastd again sliGhtly from 59, 75% to 59, 68% . 

The securit i es ~ket was somewhat weak in light 

trading . Rcntts r.ert subjec t to profi t taking and 

most issues were down minor f rac tions . ThE EXchange 

guaranteE i ssues of 1925 and 1937 los t 1. 10 and 2 . 45 

respectivEly . 

(I ) V I 3 :1 3 f\ 

J- .. ·•: .. ,.. u 
... -. ..~!; ............. 

BULLITT 

1 

Regraded Unclassified



IIOV 24 1939 

~lp\ 11 • .-Udp4 of JOW' l e\\or or ••uber 11, 1m 

( t U. lA '4D•OOUU..rl»Del.Al/9) , rela\1•• \o the tlllpiftU.. et 

,.,. ,....!.dent'• lteplaUoo Concerl\irc C...S l \1 \o lleU.SprMU ...,. 

\be \eni1»Uoc of \.'w oork or , .,. ..,.,1_, -n-. !M le\­

\erl retwnol \o in our "''-r o! •uu ber 10 , 19390 an bol.Jil 

• U.S 1\ \ M I \l.M, 

!1\11 Depar\HG\ wlll be al.twl \o parUolpo\o wl\11 \blo 1\o\10 

Ju\ioo and c:-1roe Depa.rt.Ma\1 1A a dl MUNlon ot 'be aoUM \o 

'M \allao r • ll\ 1 .. \o llllq\&lrla• oo-..1l'c tlw tlaauW P"'"l llono 

et \be ... \nll. ""' or 19:lt· 
,., u-.l.r , .... 

Actt.U~ oc- .J/""~ .. ,...__ ~ _. .... 4 

IIMn\arJ ., \be tr.nl7• 

2 

Regraded Unclassified
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., 41&1' .... I!Hro'"""' 
l!afu..,co 11 ....So t.o \he Co,artce<~t1 1 l.otwz \o 7'1"' of Sept••r 

7, 19)9, r oJ.A\1ft t.o Ul1 t ....... 1.10D Of I D &dft l er)' 0-'-U .. W -

t ul\ 1'J.tb the llejAot'\MU\ QC>JlCOrniJI.a tba a4aiui•tr<'\ 1011 Of tho pro'li­

daas of the RAIC'll.aU• C.CorniJlr Orec:lil.ll t.o e.lU n-reota, a1,1M4 

1v the Pruid.,t on Sept..~ 6, 19)9. 

tbll u.oloM4 ONII n l .... of tbo =:.-;...rtout ot ~t"U. ..U.. 

dtatt\1 .... t.o lll• f«t U...\ • ...,. r ec.Uatloo, ~· , . ... >i..s, ~r>1red ... 

•-~T 4, 19)9, 1'11.4 tao •ppr~v> l of Uta l eQtrdh y t ot ot 19:!9. 

lltl> tho t.uw.lo&Uoo or tt.e .. ork of W o o4ntcl7 coantt.. I 

~tlh t.o •"'!r .. o lOT appr w i ctiOD of' the oooporA\iaa ot .,...a lleP"l't­

_ , 1111<1 \M otfiCMn tb.roor <-ho '0!-u.cl .,i t!> ~b _ ,_. 

Yttrr t.rl&l7 ,....... , 

-~ 

Secrot.ar'7 or tll• TrMN1'7• 

.... ,, .. 

f • 

• 

3 

_, I • 

Regraded Unclassified



NOVI 518J 

-._ ... ,I • ....,. 

w.. 11 u _.. '* * D a r1 ''* ln ... '* ,.. e6 ...,. a r 

t 1 lt , , nla\iw '* * ,... ..... at .. ......_,. *-'"- • -
.-ltattlll *' ' r1 \ rnr •ac-. H" wu.e6-.,..,._ 
.... e6 .. a.pl&U. IKIIFMt Clleti\a .. """& M\at ..... 

- ..... , .. , - llat' . .... 6, 1.,. 
'-'"*•r-1-,a...,at..,.._,_, liaa,_..... 

,_ llr'. ,..,, caw •• , .. ._ ::2, 1m, aa11.e .,._ ..... '*-.,... 
*' aa11: ......U"--t u • nttd, tlllpS.nol • Ia: ' r 4, 19Jt, Olitll 

.. .,.. ... 1 at .. ••tnUv ... , at 1.,. 
lttll U.. \ar ••Ua at .. _._ at tlllle Mortn17 -.&\tan I 

.u. '* 1 u - nr se snltU. at.,. - •-"-- at,_ D u ·~ 

... _ ....... -.. • .......... ,., ...... 

--~ 

8 ... , fll ... !II »• 

~~·or:9'h-f· eg~ !)p.;e ·ft7J?(., 3 pflr9r ~ 

Regraded Unclassified
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... ,.,. ,..._ 
.... I ... .,.. ................... - ...... 

ta4a ........... ffllllii Nlol*el ...... ftlatlw 

te .. 0 2 aU• a • I '- l"'- e1 .. ,. 'r t'.l ~ 

1at1a ••I _., .... .._.._ te "" a'L nA • .,., •. .,, •• .. _ _ -.us 4 ... 

1,, .. -·$ ... .... D u. l"'· ftc''• ,.. .... - ... 

Uc .a\teall ........ 514 III A ..... 

(Siltltdl Jolin W. H&Dat 

\ctUa 'I ..... el .. ,._ •• 

... .. .... -
·:,.i~t··~--2 . 
ft 5' J' I .... 

- , .. -­. __ , 

5 

• 
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~U• '-••nllll& Cn4iu w a.uq. .... ~, ·~ I"Dft4 

h;.tU.._r 6, 19J?, oaot ....-.lac! r..~u.ber u , 19.}9. 

laelo...S lt • 0017 or • pn11 nl ... • ot u.. 

Depar\a•t of &\ ate eallhll •U•\1• w \llo ! ...,t U..t 

tlaio De;>ortMil\ a n i"Mlotoa tbo coopar •U• 

raa4arod 111 JOIU" beak la oonn .. U• •U~ \bla .. ttar. 

'.,.., tnl7 ,.... •• 

O, 1., U.nt-, Prolld•'• 
Fohral ,,_ ...._ ot •• tortr, 

'"''"• .... ton. 

~ •) J ob.ll 1· \!IIIII'* 
,:;tP'-

~ . .. '" 

--

Regraded Unclassified



DEPARTMENT OF' STATE 

FOR THE PRESS 

7 

f!Ovtl{BER 20, 1!139 
No. 611 

Acting SecrPt llry of St11te Sumner 1·/ell es today called 

attention to the tac t that the PrPeiden t ' s Regul at i on 

Concerning Credits to Bel l i gerents, dated September 6 , 

19~9 1 and amended September 11, 1939 , which was i ssued 

under the Act o r May 1 , 1937, expi r ed on liovember 4, 19;!9, 

with the enactml"nt of the lieutrality Act of 19~9 , which 

repealed t he Act or J.:ay 1, 1937 • 

.... 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OF'FlCE COMMUNICATION 

Q•p UUIOU!) 

!boo 10¥!!\ •51'1\z which C&ll lie 1U'ClM OD a t\ra1&tl\ 

2l' boad woJ!ld lie 11 Z!&r!, Oil .a.e bath t4 \odq'e -rb\ 

which ..... eo~t euier. ao ...... .r. \bl •e \reet• D.••• 
ol.etW \e 1llol.1ca\1oaa o t pretereae \o a ~ ,_11 J!&r eellable 

boaol. aaol. ol.ou DO\ appear \o UZ. a e \ral.ch\ boDol. onr a l0-7ear 

aatur1t.,. 

011 a doll..,.....,d""'!Dt! bath \o the Tra&ourJ , a 9-11 7•ar 

~ houe would coo \ ao IDOl'! thaD a otra1&ht ~ l~ar houe 

&Del. 'OD'Cllcl. allow .... nex1b111t7 tor ""'""'*'' l"!]>>llli!D\ or 

retaD41Jlc. .l 9-11 J!&r boDol. could be calle4 a\ \be a4 ot 

9 J!&r! U a a....UC 1.a 1ll\erao\ a \ \be\ tl .. ...., poaalble or 

1t coulol. rua \o \be tull 11-J!ar Mftrl\J, 

!he teo\ \hat \be •otreet• b \allc1Jic ac ll'IICb about a 

2l' 9-11 J!&r 1a!'Cl! 'O'OQ].cl. UOOlr! tba \ \blo houe would CD 'nl'J 

ea\1ot.o\orU.,, 

Regraded Unclassified
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f"t9tiitp• IQipt 

OtferlJIC ........ 
la"'1Sz ~ :wl£ lr1ot Pritt hwl• 

10 7Mr0 s ..... 2$ 1. 113 100 101.110 1 P'• :IJ/Ia ( 6/liS/SJ) 1. 86 100 101.11 1 P'· ll}U .. 11-· 2$ 1. 17 100 101. 10 1 , •• 10/la 
(12/15/110) 1.tl 100 100 •• . .... 
11 71'•· 3 ..... ) zt, 1.10 100 101. 1 ,;u• (3/15/IS1) 1.11:5 100 1oo,a 33 Ul4o 

gu I;Qif IOipl 

ti - 10i71'•· 1.8a 100 101.14 1 pt. 14/U 
(6/15/~) 1.M 100 101 •• 1 pt. 1/SI 

II • 11/.eazo zt, 1. 86 100 101,11 1 pt. 15/U 
( 12/11S 4&-150) 1.86 100 101. 1 potat 

Regraded Unclassified



TOt Sacret&ry ot t ho Trea11UJ'7. 

PIIOIIt D. 11 • Bell. 

llo.,..ber 24, 1939. 

The urlcet this 110rning n ot ott as 1111ch as 10/32 on the 10111 

bonds, but roconrecl by noon aa 1111ch as 1/32 to 3/)2. It appears to be 

a typical pretinoncina market with no voluae, and the doalera Just sark-

1na tiao nU1118 tor 1our aMOunc•ont. I u tol d that the "'"" troe 

obroed bas not .ateriall1 affected th.ia u .rket. 

llr. Rouse and I have conferred 111th a ..,.ber of the doalera 

duritll the JDOm.ing and the aeneral aentiment 1e that aeythitll in tho 

ten-year period will so and 10 well . There wao onlY one deal er mo 

thought that we should go beyond that period, and that ns llr. Levy 

or SaloJUOn Broa . &. Buhler, who rac011111endecl an eianteen-1esr 2 1/~ 

bond. All of the other dealers Cotltend that aft1th1ng beyond ten or 

eleven- year period would praaont a rocSistribution problem and probably 

have an ad?erae etrect upon tho .arlcet. 

lloat or tho dealers pra!arrod two separate operation• in tho 

cash and retun41ng latNes. There were, however, two or three wbo 

auggeatocS that we do both tocethor. llr. Rapp ot the Diacount Corpora­

tion re-..cSocS a combination casb and rotundina operation, but I 

bellen that be bad .... doubta about tho 1li.edca or a ctoaall1 dOitll u. 

Bob Go.n1or ot the GU&l'ant1 Truat C.,.pany re.-ndocS t wo operationa, 

but aaid that it " wve going to ha ... a caab ottarina tho tirat ot 

next woa1c and tollow it wi tb1n ten ~ with a rotundins otter, ba 

wuld roo-nd that we do both at once. Ha thcuabt that it would 

tabo ..,,.. than tea ~ t or tha ..- to cSicwt tba t ,oo,ooo,ooo eaab 

ottariJic. 

Regraded Unclassified
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Cbrie. Denne add that tbio Mrket io not neerl,y as strong aa 

it apl*'r• on the surface. He said that he would offer casb next llonda:y, 

and would give the eubecri~re a choice of' a bond and a note. He aaid a 

2% 1948-50 i e too attractive for a $500,0001000 offer, but it ie not too 

attractive 1! :you refund the !larch MtW'itiea at the same tillle. He teelo 

t hot there ian' t •111 aenu in the TreoSIU')I taking an unneceau.ry chance 

in trying t o b&ndle the ca.llh and rel\tndi.ng all at once. Upon queetioning 

b1 llr. Sproul, he f1na1l,y ap-eed that the $500,000,000 1n cash need not 

be aplit between a bond and note and that it could be offered on a l:&eia 

or a 2% bond 110tllrlng in 1950 or 1951. 

A popular isS\le would ~ a 2% bond with a definite NtW'it:y 

date, aoote place in the 1950 area. Altho\ll:h a bond with an optional 

call dat. wouJ.d go and go well, :yet a• utrU&l, the banks prefer the de!inita 

Suaing it all up, 110at or the daalera with wb.,. we tall<ed felt 

tbat a ~ bond tor tbe cash o!farinc, •tllrlnc aro~md tbe 1950 area, 'llhlcb 

wouJ.d eell on a _,.... basis of a bout 1 1/4 to 1 J;~"::;;,id~ ~ the 110at 
1 

popular iowa tbe Tree8\ll'1 could put out. It is felt tbat an loaue of 

tbia ldnd would tooe tbe ~~&rket, be eetiofaotor:y to the banke aa well •• 

the in~~~ranea COIIpenie~&t>t enn b&ve the erfeet of' opening up 

the capital Mrketa to ,...... tinenoing. 

ll 

Regraded Unclassified
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MTICC 01' 

.. MIO>IC~ ... CIIINTUIHAl llti'V'tf'ut _ ... _.Tit 
f ... O.U-1111'..,-1;-..... ~ 

.....0Nnt10l'6 

ITtPtCI. 
c.u 

TREASURY DEPARTMENT 

WASHINGTOH 

UP<I!1' FOR S!CIII!ARY ll<llOBlft'IWh 

In rogo.rd to olool.ng agr-nto wbioh han be., roqu .. ted, 
tho tollow1zlc appu .. , 

lo 100rd hoo be., reooind tr- tho k-.y Depe..-nt. C&M 
i o bold in the p«Ddiag tile. 

A oort1tioato dated Ionraber U , U59 -o reoei.....S tr- tho 
k-.y Depe..-nt on ~oT•ber 22 , 191!1, &lid tho oaoo 1o - un4er 
aotiYo oonoidoration b7 the Bureau ooc1neoro. 

Followinc cUoouoo1on with the Bureau eocineero b7 tho 
b'eai\U')' lDtordep&rt.utal c-1-, tho o&M 1o hold 1n 

tho pondl.ng tile a-1t1Joc rooo1pt ot a oort.ifioa to or otbor 
o~eation tr- tho k-.y Dep....-t. 

Conoolidatocl ~oratt Cozporation 

Thio oaoo 1o un4or a otin oono14oration. Tho ooratraotor tiled 

t100 lottoro on ••~bar 10, 195!1, boo.riag on i to allocod J.abllity 

to borrow - tor tbo pwpoM ot I.DYootiDC 1n tho additional 
tao111t1oo \llllllo r oonoidorau .... 

12 

1 
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!Mro ll&n be• 110 _, "'IU orta tor 1atorwat1oa 1a rop.rd t;o 
Viatoa-rr-11 J.ot -t;t;ora, 

lllU o thia report 4ooa aot relate t;o olot111C acro•oat a 
pvol7 WMior illo- tax proooteiW"O, it oppoara proper to atato, 
at thia poiat, tll&t r.MD.t _,.paper roporta rotorr1J!c to aa 
allocotel ooaa1dorat1oa b)' til& froa.....,. ot a pol1o7 of apooial 
tax troa- ot ......-kora -in.totel a oall vpoa tho froa....,. 
IDtord~ -tto- b)' tho Pratt u4 .U-7 Dirtd oa., 
lhl.ltotel Airorat't Corporatioa, with aa oral nqoaoort tor 1ato..-t1oa 
rol atin t;o a oloaiD.c acro-.t doallJIC wi tb oxoou tuU1t1oa 
roquirotel -d•r a ooatroct with tho rr ....... ,on.-t tor airpl .... 

OJIClaot. !M froatD.J'7 IDtardop...-al -- roportotel 
tho iatorrt- b)' the utD&l -nu~~~oa oa tho date of iatorrt-. 

Jo ozplaaatiou or ·--· w ro -"'•· tM tazpa:r-r will 
probabl7 tuo a roquoort tor a oloalJIC acr....at. 

13 
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!!SM PLAIN 

London 

14 

Do.ttd Novn.tbt r 24, 1939 

Rcc ' d 1:32 p. n . 

3ccrc to.ry or Stat£ , 

Wo.ahlng ton. 

2448, llovcnbr r 24 . 

FOR TREASURY. 

1. The Be.nk of Englaro return rcvteltd a !.14 

r.t1111on rtdu::tion in bo.nl<Ers' depo sits , th£ incrras£ 

i n public droosits of !.16 1/2 nill i on (in prcparatinn 

tor \~ar loan interest dl.sbursements on Drcrmbrr 1) bring 

onl y partially offs rt Oi increases in securitiEs in thr 

1lnn:..ing dcpartt:l£nt totalling !.2 . 4 n1ll1on, whilE t'he notr 

circulation decl1nrd by !.539 , 000, Th£ rrducrd bnnkrrs 1 

d t?osits ttndrd to fi= discount rates but to1ay 1 s trndtr 

:-a t r f or treasury bills a vtragtd only a shade U!l on last 

"!edt being I.l.3 . 11 . 46d . as cor.tpe.rtd with I.l . 3 . 8 . 0ld . last 

nr.ck . The lowrst bids rccr ived 60 a:rcent allotll!£nt , 

appl ications totnlltd !.106 nillion nex t week's offering 

is for !.65 million, 

2 . A nr" coosolida ted defence (financE) regulation 

announced in th£ Pl"E ss "''Ends previous or~trs rr 

the new capital issue control , ,lnoti'Er regulation gives 

th£ 
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ham -2- No. 2448 , Novc•tbtr 24 , rron London 

the British Tr t nsury po·~tr t o n cqul.rt by purc:tnsing 

forEign ourrrncy or gold stiztd or which 01.!,3!lt to l'..avt 

been offtrtd to tht Treasury f or aclt . 

3 . A cl.rcular issue d by the Bank of E:!lgJ.and !>.o.s 

••cached f oreign txcl:an.;t dtaltra o.nd ba nkcrs rt::>1nding 

thctt t.'lat r~lc vant doctl!'ltnts must now be pr od•,ctd in 

conntcti on witl: applications undtr f oro E . 1 (npplicntion 

for trans ftr nr st£rlin3 to f oreign ccoount) in t.~ sncc 

~nntr QQ in the c~~· of cpplicc tions f nr forr. ~ (appli­

cnti<'n for f crtign cxcl'>..nns t) tlv: p•~rpost b£ i "3 to reduce 

t~ ~ount of sterling 0o1ng t hrough to tht frct ~ktt 

in i!tw York . 

DD!t 
='I'll 

ltENNE'DY 

em .. t VCH 

••• 
,,, ' .... 

~ '-
. ... 

' .~ .. ~, 
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3corctnry of 3totc , 

oshi:;:;ton, 

281C, Hovcrnbcr 24, 6 p .~ . 

l'A'!IS 

Do.ted Novmber 24, :.£39 

"lcc ' d 6:14 p .m. 

!.S 

Thl: J' ~>u.L CrTJCIEL dated '<ov e">bEr 23 carries a 

decrEE conta• nina th!: f1rst ucas~U'£ (da t cG Novcl!bcr 2) for 

puttin~ i~to effect t~£ recently nnnounocd Franco- Brit1Sb 
(totaliZE?) 

dcois~ on to ~ thdr war pul'o'14s£s , This decree sets 

up a " S!lC Clal Cot'll1ittcc r f Pro;;ra:111 and All1£d Puret.ascs" 

wlieh · ~ l.l undcrtalte to work o~tt a sohEdt•lc of t!le French 

end of" "··eh purchases. Tlu: explanatory mcmorandur.> statEs 

tr.at 3 tl!;s CCI<r'littcc will bE charged wi th ooord1nat1n:; the 

action of ·'l·cnch Ministerial Dt!)&:.Otncnt in thl: draW'll'-3 up 

of thEir ~o.ort prograMS covcrin~ th£ total nced3 of ~~ 

oountry ta!ring into o01oi dcr at1 on tbc nEoe331t1cs r Esulting 

from t>-L 11:-,itations on nat l.onnJ. production" . 

( , . ..,., ~ o':'?! 0! OJ:E) 

l3ilLLIT'l' 

NPL 
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lw GRAY 

Pa ris 

17 

DatEd Nov<::l· Er 2.- , 1939 

SECrEtary or Stat E 

Washingto'l 

2818, llovonbtr 24, 6 o , m, (SECTION Tf/0) 

ThE COM'Oitttt will "adju.•t t>,ue progra,l\S to econo:nic 

and financial possibilities and set up thE n EcEssary 

priorities as bEtweEn thE rEquiremEnts of tht differ ­

tnt dtpartmEnts" . ThE pErc~& nent "'t·1btrsh1p of tht 

col1lmittE£ consists "Article OnE" of t hE PrirJt ~'Lllister, 

thE 1'1n1stEr of F t nancE , tht :!in1sttr of At;riculturt, 

t he :•inistEr or Pu'>lic ''lorks nnd Transport , tht •·•inistEr 

or thE Navy, thE ministEr or Air' tht Hin1sttr of 

Corentrct , tht l:inisttr of ArMamtnt , thE liinistcr of 

·:crchant Lar i nE , tht tlini ster of '3locl,ade , and thE 

l'igh Co=issiontr of Nationa l Econor.y , Ot!\tr oinistErs 

may b E invitEd to sit in whErE co~idEration of products 

propErly falling within thtir jurisdiction comts into 

discussion , (E>."D SECTION T\10) , 

BULLITT 

NPL 
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SEcrct~ry o: State , 

.r :1:· 1n3tron . 

J~Y 

PA~IS 

Da t Ed Novembe r 24, l C39 

REc 1 d 6 : 37 p . m. 

2818 , ;•ovemb~r 2~ , 5 p .M. ( 'l~ C'i'l .~ T!"l~<: ) . 

18 

Ar t icl e Tno al;;, t e:. : 0 Tlur co.,.,ittec i :J c!'.ar 3ed with c olll'dJ. na ll· 

1na and dr:>u~g up on the ooo> a of proooocl:. al•bmi t t ed to 

it by ·,he dif:' er ent min1atera rro.:;rcmo of ourchaa tn ::broad 

whi ch Ll~~ t l:!•erea fte r be trano~li ~tcd by the:.e mini:>tero t o 

thr Franco-.tl:~itiah Execut i ve Ccm.,il: t cE. To thia e nd the 

r:~1n1ot:ro :J!ocl. l aubmi t t o t h e Cor~ ll.tte e or Progrruno en& 

All1cd ?uro~~n t:J t h eir achcdu l c of im, or t s ba sed on tee 

a va1lab1J.ity of resources i n l"rancc 1 thE possibilitie s of 

nationa l produc tion, and in gEneral s up.,ortcd by a ll data 

w!lich uHJ p: :.•n i t t he c 0l'11ai t tcc to decide upon t he ncce3Sl. ty 

or ttt: :u-&e no·· o f thE \)urohaocs t-:> be -...de a br oad" . 

Artl.cle .i.'br££ s tipula tes tha t : 

"I n case circumstances rcqui"e tl> t r cducti"n or t !:E 

moc:lifi oat :!.on of na tio.nal or nl.J.i td pro~ams , i t will bt H a 

( the COI1:11t tEC ' s} duty to dtc idc t )X adjus t mtn t s which 

should bE !l'.ad t b t t•.9£En t b t d i frcr t n t min1attr 1al rrogrwa and 

co cs t ablis ' bctwcm thto thE t\£Sl.rr blc priorit ies a nd in 

gent ral 
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- 2 - #2818, NovEmbEr 24, 6 p . m. (S~C TSREE) from Pari s 

gr:l'lCral to proposE to th£ govtrruru:nt all mta.SUI'E3 which 

should bE t akEn in c onsEquEnOE th£rtof 11 • 

( END 3ECTI ON TEREE) 

BOLLITT 

NPL 
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CJ 

3tort :;~r~ of 3ta t t , 

'fiasl:o.in,;ton . 

~y 

PAllS 

Dated Novcr•bcr 24 , 1"39 

l tc 1d 6 :20 p . ~"' . 

2flS, :·ovcut>cr 24, 6 p. u . (lECTJ. ~l' P 'R ) 

20 

ln Article l'nur it 1o stipuJ.atcd t.'lat whEre the c a!IJ' ·1tt£C 

judgcn c 3cvcrnment decision ncocoeory suoh ques t ie>ns " ' 11 

be subt•'ttcd to tilt ColUlci l of 'i1n1stcra , The '3rcreta>' iat 

Gencro.l of tl::e Coonittcc will t".!nction i n the Hiniet."t nf 

Finance , ~£ 3ccrctariot io t o lcttp trock of Frenc h. and 

Britioh "'.>.:.'chasing m13ai ono abroad in order to avoid dupli ­

cation and t o aosimila t c in liaiar.n ntl- thl: Frco i<'c nt "r t h£ 

Cot!l!littct 'ranco - Br i tiai: or ord,,nahon and the ooot effect­

i ve utihzation or t ':l£ Frcnoh PE"O~·nncl of t hese rt130•flno . 

ThE lccrt t ary General io to be naLtEd 1:>:; an Bl'rttt or t' .c 

Prime ' 'inistti' and t iE l!inia tc r of Finance . ¥:c undc rutand 

that 1ogcr Auboin io to be appo;.n:cd to that poot ( our 

tcltgrarJ No , 2714, Novcnbt r 10 1 2 p, m, ) and t ha t complioa ­

tiona ar,.oing out of hiu pooitiCi n with thl: D. t . '3 , were onr: 

reason for tl!£ dela;y in prooul:!ating this dcorEt . 

( EJID iEC .-~ C'"ri Frt!R) 

BiiTLITT 

KPL : El!B 
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IAMriiJIAG or SCTIONI nn:, SIX, Rftlf, EIGB! 
Allll liD rROil '1'Hi: AIIDI <lAB EII!WISY A f P ABII, 
10, 2818, IOVJ:I.(BER_U, 19~. 

21 

!h1a aorn1ng 'llhen Proteuor R1at o .. e to aee the 

Aabaaaador, he told ua that the purpoae of th1e cO.Uttee 

will be to find out exactlJ the amounta of certain pro4uota 

'llhich Yarioua induatriee will need; in thia '1181 it will be 

poaaible t or the committee to turn1ah information to the 

Joint Pranoo-Br1tiah commo41tJ oommitteea regar41ng the 

total .. ount ot each of euch produota wh1oh J'ranoe will 

need to !aport, PreeumablJ a1m1lar aeaaurae will be taken 

b7 the Bri t1ah , '!'hen a auna1 will be !!lade or world 

aourcaa ot thaaa oo .. o41t1ea, '1'hen, ot oourae, the 

.. ounta that can be purohaeed will be taken trom the 

-.piraa ot rranca and Great Britain or troa the aterling 

area unlaaa in order to oonaerYa the foreign exchange 

reaouroea ot the all1ee purohaaee elaavhare are lllada 

iaparatiYa baoauaa ot polit1oal oonaidarationa, Another 

1aportant taotor in d~ci41ng where comaoditiea will be 

purohale4 ia the queation ot aYailabla tranaportation. 

(.t.ooordinc to R1at and othera--inolu41ng OouYa de Murrtlla, 

aa atated in our telegram no. 2768 ot HoYember 16, • p.a.-­

lriUah anziatJ ia inoreaa1ng with reference to auoh foreign 

••ohance reaouroaa troa the atandpoint ot Britiah preat1ga 

in the period 'llhioh will follow the war aa well aa troa the 

atan4po1nt ot oarr,r1ng on a long war. ) Ye ware told b1 

JU.d 
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Jlh1; tha1; a11;boueb 1;he plan r or J'raDoo-Brithh oool'41~ 

t1on wu "1'7 1apor1;ant and it wu not h1a d .. ira to 

underaatlaata it, at t he preaent t1ae i1; atill ia ror the 
h1e 

aoet part onl7 on paper and it h fteal1ng that at the 

beginning people ebould no1; u :peot too IIUoh or it rroa 

the broader point ot Tlew. 

We iuqulred or R1et V1 th rertrenoa to 1;he illp0r1;anoe 

ot Great Bri t ain'• atopping ot Geraan aaritiaa export.. 

Be replled that the .. export. were ••1'7 i llp0r1;ant to 

Ge!'!A&n7 and undoubtedl.7 abe vu 4oi~~& neeyth1ng po .. ible 

to aa1nta1n thea, part1oularl7 r or potaeh and ohea1oa1a. 

!hat 1t wu poaa1ble to exaggerate t h e raa1 war •a1ue or 

th1a aeuure, vu adaitted b7 h1a, bowe•er. In th1a oo~~o­

neot1on he rererred t o a p.rertoue etataaent aad• b7 h1a 

( th1rd paragraph or our telegraa no. 2687 or Ootober 28, 

22 

7 p .a.) to the erreot that he waa "r'T 1111oh in hop .. that 

Gersan produota would be part17 replaoe4 b7 Amerioan 

expor t• to the B•'kena (Wbl.oh, ot oour .. , it would not be 

poaa1ble ·to oloee to Gersan export• b7 aeana ot a blooQda) 

Be atate4 With rerarenoe to th1a -tt•r that h1a ll1n1ater 

ot Blooka4e had beeR aurpr1aacl that he ahoul4 anoouraga 

v.a to oc.pata With r'renoh n:por1;a. Be had pointed ov.t, 

llo..,.....r, that DOJ"a&l.l7 Un1tacl 1\aha 1;ra4a With the Balhu 

1a "1'7 ...U and that pro~ ear 1a1u the Val te4 Ita tea 

.... 1D that area 1101114 lut ·~ 4111'1• the war an4 ~t 

atMI' 
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after the wu the l'l'enoh &114 Bri tiah woul.d be able to 

regain their 1'ol'ller pod Uon beoauee o1' tranaportaUon 

ooata and other 1'aotora. With reterenoe to Geraan export• 

ot potaeh , inoidentall7, R1et told u e that the outel' • 

Geraan ... bere had tried to get the Britiah and l'l'enoh to 

allow theae exporte to oont1nue, uguing that b7 aeane ot 

the tunde obtained troa theae exporte p~anta on Br1tiah 

and rrenoh ored1 te ot oertain outel indebtedneu ooul.d 

be oonunued. R1et added that • ot oouree we Yetoed the 

euggeation•. HoweYer, t he oartel haa apparentl7 not been 

ent1rel7 done aYaT w1 th aDd 1n a tllall •aT 1t ia oontinu.1ng 

to tunot1on. He eaid that l'l'anoe ooul.d euppl7 all the 

potaah requ1reaente ot . the neutrale unleae, ot oourae, 

the Aleat1on mnee were boabed b7 the Geraane. 

In the eaae Journal 01''tioiel. there wae another deorae 

publlahed Yh1oh prortdea that a deoluation o1' atooka auet 

be made to the K1n1eter ot .t.gr1oul.ture b7 all thou 'III:ID 

hold euppllu o1' •n'•al or. ngetabl.e oUa aDd 1'ata, llbether 

theee auppli" are in the tol'll ot raw aateriala or 1n the 

tol'll ot t1n1ahed produote. 

In the eeour1 uea aarket there wae an eul.7 weaknell 

on turther pro1'1t-takl.DC bat the aarket t1raed &114 the 

aa,lor1t7 ot 1aauu oloeed up tor the daT· On the anrage 

there were 1'raot1onal a4YaiiO" 1n rent... Jlo7al Dutch aDd 

other ~tv«u 1"uee were hea\'7. (I!ID or MZ88AIJ&) 

WD IIULLift 

Regraded Unclassified



CJ 

Scorctory of Stnt<, 

"'nshington. 

PLAlll 

LONT>OI' 

Ondattd 

24 

Rto 'd Hovtnbtr 24, 1939 

7:06 p, m, 

Embassy ' s 2431, Novedbcr 22, FOR TREAS~Y, last 

sentence 1.n stcond paragraph :Jbo..Ud be changed to rend l 

the eaving cErtificatEs nrc cnohnblt at ony tic< but thE 

dEfEnCE bends art not (1.rvt£d1attly) oosl-lnblt (s ix conths 

I)Otict b£i~ rEquir Ed) txctpt l.n th£ ono£ of "privatE 

tmergt nc!·11
, rto . , rtc . , 

NPL 

. .., . 
I 

e :n i. ~ vc11 
..... ·" .•.. . ' ,. t" 
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"1'he Intor-,...rlcaa beAk jroJect 
!he Rnlew 01 tbo Binrl&to, llu8aoo Urea, l!oYuber 24, 1932 

At the current Guat..ala contoronco ot tbo ropreoontatiYeo of tbo 
J'I.J>&DCo llll>letoro ot tbe dltterent .Leerican r opubl1c o, tbe propooed 
eotablhbloent ot an lntor-.Leerican beAk, or, ao 1t als}lt be otylod, a 
knlc ot Intor-.LMrican Sottluoat, •• .,.baltt ed to.r dlocuulon by tbe 
llexican delocatlon. 1\ooly, tbe conference acroed t o rotor tbo aatter 
to tbe peraanent intor-Ailerican cononltatlYo c ... ltt ee 1n •oblActon 
tor oxaainat1on. '1'be ldaa of an inter-.A.aerlean beAk b&o tor lone lain 
ln tbe l'llllbtr- r oom o! Pan-.A.aerlcan at!alra. Occad on&lly, clur1DC tbo 
past !1!t7 70aro l t bas boon drac&ed out into tbo co-on l1sbt of da7, 
oD17 to be icnollinlouol:r ro otorod ore long to tho duet aod obocurity ot 
negl ect. 'Ire tear tbat tbe cirCUIIIot...,coo ot lto lAUot public appe...-ance 
are no more propl t louo than hitherto. It it true ot couroe that Pan­
Ailericanlaa b&o of late derlYod a conoidorable t.potuo from tbo 
J:uropean conflict. 'l'bot tbero .nota a will towarcl.o tbe aeblenaent of 
a bleb d•ST•• of intor-.LMrlC&D collabora tion lo aanl!oot eYtrTWbero 
tbroulbout tbo continent at tho preunt tlae. ud 7'1t 8&07 of tba r e­
cent. widel7 heralded prono~ ... nta on the .ubJect .... on cloae 
ocrutlny to laell: the oubotanco or reallt:r. 

!be oota'bl lobaent of a peraan.ent 1nter-uer1can financial aod 
econoaic co .. 1ttee waa the real achie?ement o! P~. ~ougb the 
good faith and b&raoniouo cooperation of ito aom'boro, full:r .,.ppor tod 
ln t boir taoll: b7 t bolr reopootln conrnmenta IIDOb aa:r be dono 1n t ho 
dlroetloa ot raal Pan-uorican ual.t7. !be ll>lti&l ... d early labouro of 
tbo • oblActon o~itteo bowner, a&7 not be concerned ritb anythlq 
oo opeetacular •• t he preuturo founding of a qeat inhr-Aaerle&D beAk, 
'fbon tbo noocl. tor oueb an lnotltutlon roall:r arlou, an t.portant ot&&e 
on tho roacl. t oward• eo~ditlono ot coaploto eeonoalc b&rlloDT on t ho 
American continent will b&Yt been reached. !bat atage 1• not Jet in 
alsbt. 

25 
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Operator: 

loire. 
nota:: 

HY.Jr: 

X: 

0: 

X: 

0: 

Hello. 

KoYeaber 2~, 1939 
9:UI a.a. 

The 8eoretar;r vante Fole;r, Hane8 , and vbo elee' 

George H a a • and Coohran. 

Coohran. 

All right . 

And I want to be on. 

Go ahead. 

Hello. 

Hello, Edt 

(Brief pause. ) 

Good morning, Mr. Beoretary. 

'lhere are yout 

I 1 a hoae. 

Good tor you. 

I v a a juet leaYing when the;r oalled and ea1d that 
you wanted to talk. 

Yea. The .ore I'n thought about thla thing the 
1110re I am d1eturbed that the Attorney General 1e 
oona1dering making a eettlement with Mr. Annenberg. 

26 

Yell, I don't think it'e ae bad a e that, Mr. Beoretary, 
baoauee the only thing that the;r•re talking about nov 
ie an outright, unoond1t1onal plea ot guilty, Vh1oh 
tbe;r'd haYe to take it be ottered it, and be really 
baen't ottered it. 

Let 1118 underetand tb1e tbiJIC• Ae tar aa I am oono•trtle<IIL 
tbare'• no 41ttarenoe between Annenberg and Capone. 
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r: 

liMJr: 

!': 

liMJr: 

r : 

l!!:Jr: 

r: 

F: 

l!!!Jr: 

F: 

- 2 -

Right. 

Capone went to Jail . 

Right I 

Now it -- my position ia unalterably opposed t o any 
deal that Will do anything other than let the oourta 
decide whether Mr. Annenberg 8hould go to Jail. 

Right l 

Now, I -- I reel this th ing very strongly. Just 
because Annenberg has mill ions and some other poor 
sucker only baa a tew hundred dollars, that the poor 
fel low bee to go to Ja11 but Mr. Annenberg oan buy 
h18 way out. And I will no t be any party to it. 

Right. 

And I will protest, t1rat to Hr. Murphy, and second 
to the President. 

Right. 

Now, When I t ook the termer At torney General over to 
aee the President on the Smith case in Los Angeles, 
Mr. Smith went to Jail - he d i dn't come to Washingt on. 

(Laughs) Well • •••• 

Now, I want you to know wher e I stand. 

Well, I think I know where JOU stand , air. 

I want -- and I hope you' re W1 th ae. 

I'm wi t h you a hundred percent. 

And I think it they let t hi l Annenberg buy his way 
out it ' ll be the worst black eye that baa happened 
to the Administration. 

Well , I agree Wi th that a hundred percent. I t alked 
with -- wi t h Bill Campbell on -- on WedneadaT attar­
noon, and be reali&ea that juet a• well a• we do. 
He aaya t hat he's-- be'• ruined out there in Chicago 
unleu he goee to the penitentiary, and he ian' t going 
t o be a party t o anything ••••• • 

27 
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lll<!Jr: 

F: 

llMJr: 

F: 

li!~Jr: 

- 3 -

Well, What ...... . 

•• ••.• that doean•t result in his going to the pen. 

Well, What• s all this dickering about' 

Well, the dickering is to nol . pros. the case against 
Walter Annenberg, Almenberg ' a son, on condition that 
Annenberg take a plea or guilty and take a sentence 
from the Judge • 

11ell, Just as long as you know where I stand, and I 
want ample opportunity to protest to the Attorney 
General, and to the Presi dent, if there 's going to 
be any dlclter . 

Yea. Well , Weymouth-lle)IID\&Xirkland, Annenberg' a 
lawyer, was in on -- on ~ueaday and spent all day 
vi th the department , and While I t h ink he waa 
trying, and perhaps there was a chance w1 th t he 
At torney General, to work out a deal last week -
I t hink that Bill Campbell stiffened them up and 
I don't t hink t here's any chance now that they're 
going to try to work out any kind or a deal .t hat 
would not result in Annenberg going to the peni­
t entiary. 

Well, I -- now, what I'm - - What I' m -- putting on 
you the responsibility to see that I, as Secretary 
of the ~reasury, get ample opportunity to protest 
before any deal U made. 

Yes. 

Now, will you accept that r es ponai bllityt 

Yes, slr. 

WhaU 

Yea, I' l l accept that responsibility. 

~at I don't want to be told later on, •Well, lf 
I ' d only had ti•e I could haYe protested.• 

Right. 

Because I don 't want to be part or any administration 
Just because a tallow baa got • llllonl he can buy 
himself out . 

28 
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Rlght. Well, Sam asked me -- Sam Clark aalted me how t he thing struok me, and I told him, or couree, I had to have a chance to talk v1th you and I didn't think we oould have a chance to diseuse t his until aometine next week. 

29 

\fell , you 1 ve talked t o me nov - you know how I teel. 
Yea, and I told hi m t hat I t hought t ha t your poai­t1on would be that unleu l!r . Anncnberg went to the penitentiary, you wouldn't be interested in anything. 
Well nov, wai t a minute, let ' & understand each other. I want the Judge to decide whethe r be should go to the penitent iary. 

Well , bo 1 o the only one that can decide that . 
I mean, t hat 's all that I - - I want the Judge-- I want the Jury and the Judge to decide. 
Well , of course, if t hey took a •••••.. 

It they took •• • •• • 

If they took a - - if they took a plea of guilty, the Judge would determine the sentence . 
Well, that ' s all right. 

·And this Judge ia a tough Judge. He's the same tellov that sent Capone away. 

Wel l, do you get the point' I don' t -- the poi nt is, I want - - I vant the courts to decide whether the man - - what - - Vhat his punishment should be. 
Abaolutel:r. 

And not the Department ot ~uatioe on behalt or t he Treaaur:r. 

Right . 

That's all I'm aa:ring . I ' m not •• •• •• 
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\fell , the ••• • •• 

I ' m not saying he should go to the penitentiary or 
not, but I want the courts to eay it. 

30 

Well, if -- if the judge has a ohanoe to say eo, I think 
from what Bill Campbell tells me, he ' ll go t o the 
peni tent1ary. 

Well , t hat• e -- 11ke all of these t hings - I don't 
try my cases in the newspapers and I don't want to 
be any part or parcel of any et1nk. 

Right. 

So you knov where I stand, and the sooner you get 
that over to the Justice , t he better. 

Well , I -- I think they understand that . 

WhAn 

I think from what I told Sam Clark on Wednesday that 
they -- they haven't any other impression. 

Wel l , you oan fortify it nov a hundred percent. 

All right. I ' ll cell Sam. 

All right. 

Well you 'll see -- vhen I ehov you the letter t~~t 
I sent to Eddle Greenbauo and t o ltnollenberg on t he 
movie oases, I think you ' ll eee that I see eye to 
eye with you on these t h ings. 

Good. 

Beoause that's a prett:r --that' s a pretty tough 
letter t hat I've written. 

Al l right, Nov , doee Ranee know anything about thU' 

No , e1r. 

Well, you better tell him and 
you can tell him llbat I •ald. 

AU right . 

and 
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See' 

Right . 

Because I don't want to tell h1m and then he ' ll say, 
•Well, why d1dn• t Foley tell me'" 

O. X. 

So you ean tell him, and tell him just what I said. 

All right . Bill Ca~bell told me that he didn't 
think that Annenberg would agree to anything and 
t he t t he oase probably would go to trial, and Sam 
Clark - - Sam !laue went baok out with Bi ll Camnbell 
yes terday to get ready t or a mot i on in the ease 
tha t will come up on Monday. 

0 . X. Wel l, I wish you ' d l et t hee know today where 
I stand. 

All right. ! 111 te l l them, Mr. Secretary. 

Now, one o ther thing . 

Right. 

When I lett , Hanes got me to get the Presi dent to 
s ign a me~orandum addressed to me , the pur,oee of 
which was to increase the aeroplane motor production 
by 5 or 6 t housand motors a year, and Hanes said 
something to me -- be said diScussing 
t he l egal part or it with you' 

No , he hasn't mentioned 1t t o ce , ~!r. Secretary. 

I don't understand that. Well, I ' m going t o tell 
h1m I want a tonnal report on i t ~!onday . 

All right. I haven ' t heard anyth ing about it trom 
Hanes. 

He told me he had been d1eouseing it wi th you and 
t hat t he Vincent Tr amel Aot looked ae t hough on the 
foreign purohaeee that they oould write-ott. 

Well , he hasn 't mentioned it to me. I think t hat 
t bey bad a meeti ng with Guy Helver1ng and Sullivan 
and Phil Venohel one day l a et week. 
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Yeah. 

But -- but he 41dn 1 t aek me to go to the 111eeU113 
and be h&en•t dieoueeed it with a e. 

Well , I'• going to aek bia to give me a formal re­
port on it Monday. 

All r1ght. 

o. x. 
All rlght, e1r. 

Goodbye. 

Goodbye. 

Mr . Hanea. 

Right . 

Go ahead. 

Hello. 

Hello. 

(Brief pauee ) 

Good aorn1ng, Henry. 

How are yo~ 

I'• tine, thank you, How are yout 

I'• good. Where are yo~ 

I'• at the ottiee . 

J'ohnn7 ••• ••. 

Yea, air. 

'hlo thing• tilat I'd like to h&~ tr011 you • 

• 
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One, a report where we stand on that deal with the 
Chinese on tin. 

Yea , air. 

Could I have that Monday, wherever it stands' 

Yea , sir. It ••.•.. 

Two , Wherever we stand on this thing -- the Presi­
dent's memorandum the day I lett in regard to 
inoreaai ng aeroplane engines. 

Yea, air . I've got •• •••• 

Wherever the two things stand, I'd l ike to have it 
trol!l you on Monday. 

I ' ll give it to you. 

I'd appreoiate that. 

Well, the Chinese thing, we haven't-- we haven't 
made any real progress with the Chinese t hing, but 
we've made real progress with the -- with the other 
one. 

Well, sometime Monday you and I oan sit down and 
go over it. 

All right, tine. 

On - - on t hose two and I ' d like to have some eort 
ot -- something in vriti.ng eo ve know wher e we're 
a t . 

All r111ht, t1ne. Is there anything - - any other t hing 
you w&HU 
No. I've been talking to Foley about the Annenberf 
matter and I told him to talk to you. 

Yee, air . 

And he tried to ta.lk to me ae I vas leaVing the other 
day and I was in too muoh ot a hurry. 

Yes. 
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And then I got to thinking about it. The more I 
thought about it the more I got upeet over it. 

Yee. 

And I Just told him -- I mean, he hasn't had a 
ohanoe to talk to you because I waa only halt 
listening on Wednesday. 

Yes. 

But my position is t his - that I won ' t have anything 
to do with any fixing t hat the Department or Justice 
may want to -- W1 th Annen berg. 

Yea, air. 

And I eay t hat I want the oourta to deoide what the 
man•e eentence is and not eooebody in t he Department 
of Justice. 

Right. 

see' 

Yea, e1r. 

And I'm sure you ' ll agree wit h me on that. 

I do agree with it. Well, I hadn't heard anything 
about the Annenberg. I thought that wae out or 
our bailiv!.olt work. I thoUght they bad already in­
dio ted hi.,, 

I only halt 11sten8d on Veanesday eo there wae no 
ohance for a consultation, but the more I thought 
ot it, the more I fel t that I want the Judge and 
the Jury to decide what Annenberg•a penalty is and 
not eoaebody over at Juetioe. 

Right . 

Whatt 

Right. 

I aean, ae t ar ae I oan go 1n t he matter. 

Yea. 
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And so I t hink -- vall, I told Poley -- Foley v1ll 
bring you up to dat e on it , but I feel terrifioally 
etrongly on t hat. 

0 . X. Fine, !' l l talk to Ed about i t this morning. 

Right . Nov, anything t hat you 've got for me' 

I --not a thing-- t here •a a-- Pearson and Allen 
had a sta teme nt thi s morning in the paper about 
J i mmy Roosevelt, vhi oh vaa a pretty damaging one. 

In regard to what' 

About the 
businees . 

his 1110nlteying vi th thia vest coast 

I di dn 't see it. 

The Giannini • •• • •• 

The office vill send i t up to me . 

What? 

I haven't seen it. 

Vall, I'll see t hat they do send 1t up to you. 

llill you have lt mai led to me' 

Yes, air. 

No, I didn't see lt. Is l t complimentary to J i .-y. 

Not Ter7, no. It Just tells abou t hie getting h U 
110ther out to lunoh vith hill on the coast and t hen 
arranging for him t o oome on here and so forth. 
But not Tery oomplimentar7 t o hill . 

All right, Johnny. I ' ll oall up again around 12:30 
and that • ll be all today. 

All right, fine , Renr'f. 

But it 'fOU oan ha?e thoee tvo t h ings for ae -- did 
you get onr your headache' 
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Yee, air. I teel tine. 

•.t.t t abor. 

I -- I slept until 12: 00 o1olook reeterdar. 

llhat? 

3S 

I ear I slept until 12:00 o1 olook reeterdar and then 
I oame down here to the Treaaurr and worked in the 
afternoon. Had a good long eleep. 

Well, that tan•t a •err good way to g1•e tbanlt8. 

Well, I -- that'e a good war to -- ae anr, I gueea. 
It waa quiet here l.n the 'freaeurr and I got a lot 
ot work dnne. 

o. x. 
Well, I'll see you Mondar' 

Yeah, 11 11 be back Sunday night. 

All right. Fine, Henry. 

Ooodbre . 

Ooodbre. 

(Brief pe.uee) 

Kr. Haas. Go ahead. 

Hello . 

Hello. 

Good IDOrning, J.!r. Seoretarr. 

George, good morning. 'IIbera are rou, at ho••' 

No, I ' m at the ot t ioa. 

Oh. 

hat got in. 
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I vieh on Monday you'd give me an estimate - you 
might want to work with -- well, you can do it -­
all or this talk about the 45 million dollar limit. 

Yt>ah. 

How far -- how long we could go, and supposing 
Congress doesn't raise it, what other devices have 
I a t my disposal. 

To get money. 

Yeah. 

Ub- hu..'l . 

See? 

Yeah. 

Make a little study and have that tor me Monday. 

Fine . In that study -- in that study do you want 
ue to put in everything even though it may be very 
unorthodox? 

Well, ae long ae it' s Xoeher it's all right. 

(Laughs) Well, I doubt-- it any ot 1t 1s Kosher, 
we mi ght put it in And -- eo you can see it anyway. 

Well, see whether you can make it Koshe r and un­
orthodox. 

0 . X. (Laughs) 

Put in whatever -- whatever ve have. 

All right. 

Yeah. 

All right. 

O. X. 

I'll be glad to do that . 

All right. 
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Goodbye. 

(Brier pauee) 

Hello. 

Mr. Cooh1•an. 

Then after I want Foley again. 

All right . Mr. neley 1e inquiring about your 
reeerTations ooming baok. 

Well, tell him as a -- as a -- Just as an anbhor to 
the V1n4var4 to have a 81ngle oooupanoy tor ms 
Sunday night , I don't knov Whe ther I'll use it. 

One Bingle oooupanoy, all right. 

Sunday night. 

o. r.. Go ahead. 

Hello. 

Mr. Coohran. 

Hello . 

Oood morning, Mr. Seore.tuy. 

Anything startling' 

no air , things are very quiet her e . Sterling is a 
little better, that's the onl y r a t e ve•ve had. 

I eee. Yell, I have nothing. I 111 be oall.ing up 
again at 12:30 and at that t1111e let me know Whether 
everything is straightened out V1th those tvo 
eootohaen. 

All right. I eav them on Vedneada:r night , :rou aee. 

Oh, :rea. 

And had a talk there . They vere pleaeed to -- to 
haT8 th1a ueuranoe troa ue. TheJ're atlll a little 
ooaoemed l .. t our !rienda dOVIl on the other etreet 
_, want to g1ve oat •-1h1Dir· 
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What etree t 1a that' 

I mean-- Pran.k• e outfi t. 

Oh, :re s . 

• 

And I - - I 've tried t o put their mind a t res t on 
t hat. 

Di d you have a good party Wedneeday ni ght' 

Yea , very good, 

Vae t hat a etagf 

Yea, s tag par ty. They had three o f ua fro~ here . 

Who alU 

Johnn:r and Walton and myeelf. 

Well , t hat•a nice . 

And t hen they had !!ackworth and Herbert Feie from 
State, and had Foster, ~o i s a young lawyer tha t 
t hey've taken on, who happened to be over 1n t his 
oountr:r. 

Oh yeah, I know about him. 
LeRoy• 

And -- let ' & see - - the --/Beaulie'!.> the commercial 
oouneelor . And one other per aon, 1 f orget who 1t 
wae now. !here - - vell about t en - - about ten or 
eleven. 

o. x. 
And eo there' s not h i ng hare. 'l'he 
ia coming in at 3: 30. 

Right. 

And he ea1d he'd be here Monday if you wanted to 
eee him, and I told him I thought you vere going 
to be very busy Monday forenoon anyway. 

0 . IC , 
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You don't want to g1ve a date yet tor h1m' 

Oh, no. 

.. 

Pine. All rlght, well, 1111 -- I' ll be here at 
12:30 then. 

Right . 

Goodbye , Air. 

Hello. 

Yes. 

ll.r. Foley? 

Right. 

Go ahead. 

Hello. 

Hello. 

Ed ••• . .. 

(Brlet pause) 

Yes, Mr. Secretary. 

~0 

I Juet won ' t let you eat your breakfast. I'm sorry. 

(Laughs) 'l'hat 1 e all rlght. 

Ed. when you 8ee Lloyd Garrison Saturday, see' 

Yeah. 

It there was some way ot mY eeelng b1m Sunday nlght -
lt the weather 18 good I'm golng to try t o tly baok, 
you see' 

I eee • 

.lnd lt he oan take a late train, or whether he ooo.uo 
tly or eomothlng, but lt I oould eomehow or other 
get to eee h1m late Sunday afternoon 1 t would be 
an advantage , and you alght talk to h1m about 1t. 
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All right , and then do you want me to oall you and 
tell you What the lateat ie he can leaYe' 

I'll be calling up Saturday -- oh, around Saturday 
noon, and you can tell me then. 

All right. 

I mean, i f there• a aoae way that we could meet at 
Washington, you aee? 

Sure. 

Secause 1f the weather ia good I oan ge t back t here 
by -- oh, fiYe o ' clock. 

Right . Well, I think tba t Chicago . ... .. 

•••••• maybe t~~e a later-- a late plane to Chicago 
or •••••• 

Well, t hat Chicago train leaYea around six o'clock 
nov. 

Well, train or plane or somet hing, you see. 

Yeah, he might be able to get a plane after that. 

Yea, you might look 1t up, you aeet 

All right. 

Of course, I don't know wbether he tl1ee or not . 

o. 1(. 

But if I oould haYe an hour with him, it would be 
a great adYant age to me after he atud1ed it. 

Sure. 

I 'd come in early 1f neceaaary -- I mean 
1f t he train leaYee at e1x maybe 

I'd try to get down there at f our t hirty or something. 

All r1ght . I'll aee what I can work out and I'll 
haYe t hat for you when you call 1n on - - around 
noontime taaorrow. 
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Rlghto , 

o. Jr. 

I mentioned to Johnny -- I said that you had t alked 
t o me Wednesday but I wouldn ' t listen on t his 
Annenberg ~~ing. 

All right. 

And that the more I thoiJ8ht about it -- t hat I had 
not -- had only half the story, but I told him that 
I t elt very strongly and I'd ask him to talk t o you. 

Right. I'll give h i m the story as soon as I get 
down there. 

Al l righ t . 0 . Jr., t inieh your breakfast now. 

(Laughs) I ought to be in t he ottice anyway. 

What? 

I ought to be in the ott1oe anyway. 

Well, I -- Ed Noble was on my train, so I can i magine 
where your sister is. l~o st likely she 's up with you 
too, isn't she? 

She's righ t here . 

Tel l her I know that Noble ' & in New York. 

Yeah. Well, we had a very ni ce day yesterda y. Ve 
went out to the Ickes ' tor -- tor dinner , and then 
we went over to Bill Douglas ' in the evening. 

Fine. o. Jr. 

Very nice. 

Ri ght o . 

Goodbye , a1r. 

Goodbye. 
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=~~~~ f ra. t ho Control !laDle of Chilo 
!otal 

'file J'e4eral R.ooerno lluk of llov tort r eported to u o t hot t he !laDle of C&nNl& 

made tvc ohlpaonto of cold totaliDC $50,000,000 , oonoisnod to t ho Pe4oral R.oooroe 

Bank or !lev tort, for accouat of the Bulc or ED&laud. 'l'be gold arriTe4 1n !lev 

York todq aD4 it ..,.. ool4 t o tl>o U. s. J.oaq 01'f1 <>•· !he prooeedo were cre41te4 

to t ho acoouat of t he Bank of "DCJa"d at the J'e4eral. 

'i'he J'ederal Reoer.e Bulc aloo reported t ho foUovlDC a441tinnal ohlpaento of 

&Old: 

$4,470,000 froa C&aada, oh1ppe4 b)' the !aok of Cana4&, oonoigned to tbe J't4eral 

l!eoerno ! aok or !lev York, f or oalo to the u. S • • bear Oftlc e at llw 

York. 
2, 083 ,000 froa Bnclan4. thl~d b)' the lluk of 1!DCltmd, oonolped to tho J'edoral 

boorTt ll&Dk of llov York for t ho acoouat of t ho llaDlc of Portucal, tbo 

ditpot1Uon of which it W>kno"" at tbe present tbo. 

5&3,000 troa Svltserland, ohipped b)' the Wational !lank o1' SvitaerlaD4, conolpod 

t o the J't4tra1 l!eotrTO IIODk of !lev York, to bo e&rmarke4 tor tho account 

of t he J, I , S. 
152,000 f roa :Ecudor, oh1ppe4 b7 t ho Central l ank of :lc'o.o4or, conoiFed t o tho 

llatlonal Cit:r :Bank of !low Yor'.c, tor oalo t o t he u. S. J.oear Oftico at 

=,.....,,.,..=-=- llov tort. 
$7,268,000 ! otal 

The equ.1Talent of todaf'e London epot t11Tor pr ice wae 41. 231, and t ho forward 

pr ice 41.031· Raa4:r and Harm&R1 o price tor foreign ti1vor .... n nohangtd at 34-3/4;. 

!he 'l'roamr:r'o price ,.. aloo nM• •npd at 35¢· 

In lev York w -.de 1'1Te purohaeeo of oUnr totaling 535,000 on.ooeo.lllllier the 

Sll Tor P!u'Cha .. J.ot. 

Yo aloo purohated 70, 000 o=ooo of tiber ! roo t ho llaDlc of Canada, wo4tr 0\U' 

re&uJ.ar -thly agrenent. 

/~NFIDENTIAL 
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TREASURY DEPARTMENT 

INTER OFF1Ct: COMMUNICATION 

TO Seore\&:7 llorc-nthau 

HI0>4 llzo. Coobraa 

The Seoret ... y telepboned .. at 9130 thio aorninc. l!e allbd for "'lT 
newo &bout our two Scotoh fri.,.de. I h&4 none, bu.t proahed to pn h18 

""Tt~ I aiC)It ban - he •• to call • back a t 1.2130 noon. I let 
tho Secretary bow tbat llr. Leroy-.J-.11..., -• to oee • a t 3130 thh 
afternoon &lld 110Ul4 aloo be ill toWil nut liOilday. 

45 

!he Seoret ... 7 414 not call • baolt at 12130, bu.t opolte with • at 4:00 
p,a. I let ha mow that llr , Pin .. nt h&4 co .. 1n to ooo ao t hio aorninc at 
11130. Pinoent had otated that lloooro, 'tlhigbaa &lld Gifford h&4 returned 
to l!ow York, but before dopartine: h&4 oent a cablecr,. to London, ootUnc 
forth their rooooooendotion; h&4 reoeind a reply thereto; &lld had 41opatohad 
a oeoond ... ...,. oonlizoaUc their reoo-d&tion. !be tirot ... ...,. h&4 

oot forth tho reo-daUoDO ao diocuood nth uo, !be BriUoh GoYor118 ... \ 
reply h&4 indicated l..llOlillaUon Oil tho part ot tho GonrDent not to talco 

~diato otopo to_.d notlne: itoelt nth doll..- oocurlUoo rogiotorocl. 
nth it, !be GoYOrn80At had Uplai.llod tO llr. lhlC)IP that olnce tho latter 
h&4 departed fro• London, thoro h&4 bMn a ntficitllt number of late roct ... 
trationo of doll..- oeouriUeo to offoot thooe which hac!. boon oolcl. prlntoly 
clu:rlne: the ..... period, The aeo...,. pn tho l.J!proooion that the GonrnMnt 
woulcl. prefer to follow for awhile tho oouroo ot printo Uquid&tlon, rather 
th&ll pu.t 011.t caoh otorllne: t o talco onr tho eeouriUoo ancl. ltoelt diopooo of 
th• . lhlpaa'o o-nto were roquo otacl.. In hio reply, lhlpa renowcl. hio 
original reo-lldoUon tbat the plan ot taltill& onr a t l eo.ot $200,000,000 
of o601XriUoo bo J)\1\ int o affoot at onoo, 

I lot Pinoent boor that the Bank of :ln&lancl. •• tocl.o.T ooll1D& to our 
Aooq ott;ioo ln l!ow York $5(>,000,000 of &<>lei. which 1\ h&4 oh1ppecl. dooro fro• 
ito otocll: nth tba !lank of Canada. I r .. illcl.ed Plnoent that ill our CJ'OQP 
OOilTOro.o.Uon nth tho Brltioh roprooon\aUYoo earlier thlo nell: tho quooUon 
- arleen ... t o llhother &<>lei. oo.loo ..,. to bo lntoroporoecl. nth 0601Xrlt7 
o.o.loo. 1!o t olcl. .. that he ll:nn nothlne: ot thio cole!. o.o.lo, I tolcl. hia that 
1\ alpt p n an 'CI.tlfort'Cill&to l.J!proooion for thio hie truoacUon t o toJco 
place tho day tbat he leta u.o bow tbat the GoYo.--ont h healto.Une: t o put 
into affect the plan for o1't1o1al oo.la at doll..- oeourUioo, Plnoell\ oe-4 
entirely icnorut ot Brltioh &<>14 bolU..o a thio oido of tho J.tlanUo, &lld 
aoltocl. 11' 1t wonlcl. bo a proper quooUon to 1llqu1ra bow 11110h &<>lei. they balcl. in 
!low York, I t old h18 I oonlcl. not anowr hi .. 

Pilloent aell:ecl. it, i .n now ot tba roo•t prooo arUcloo, inolucl.lDC tha 
arUclo by Dawid la'l!roDIIe in tho a ohincton Poet , wo oUll fo.Yorocl. tho idea 
of tho ~~ecollllh ot the :Jaropaaa GoY-to for _. pu.rcbaoeo boiDC o..-riod 
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throuch their ro~eoUvo oontra l hanko with tho J'ednal Reaern :Bank of 
lin York. I told hi• that I wao wre thoro had boon aboolutoly no chan~ 
in tbe OoYernaent •a aentiaent on thia point. Pinaut Yolunteered the r..­
mrk that one or their an, I boUeve i t wao Ia. PurTio , hac!. reported that 
he hac!. found the J'ederallloaon-e l!lll>l< of Wew York 1 JiHer;y1 on th1o oub­
Joot when TbiUnc t hat 1DoUtuUon recently. I told Piuont tst thoro 
bad, of courae, ben aoae coaalp in the preaa, and I •• aware that eoM 
printe hankero a1cl>t not look favorable upon tho idea , but that t hooo 
!actoro hac!. not intluoncod uo here. 

Pinoont mentioned difflcultioo being experlonood with the lll&:eo BeAk 
ill ifathin&ton which had illforaed the Ilri thh EIDhatt7 that tho lll8mbora of 
Ho oto!! .,..,. not hove o1'0rclreth w1 th the Ilonk. Pineont eeomed 110rriod 
eligbtly loot hio people ooul d not carr;y private oborgo accounte in thie 
country. 

Ao a final queoUon, P1Dont aokocl it I could toll him what progreu 
hac!. been llla4e tor the eetUng UP by tbo Prooident of tho coiUiitteo of throo 
which Sacretary ltorgentbau had recOE>ondecl tor act 1ng ae Ual oon with 
OoYOrnaonh cleolroue of purchaolng war -teriale on thie ~ket. I tole!. 
hia that I hcpecl that " could gin hi., ooao lnto .... uon on th1e oubJect 
next wak. 

When te.lldng with tho Secretary, I p.,. hill tho above report of 
Pinaent' o convereatlon with ••· After I had !inlehod talklng wltb tho 
Secretary, but batore tho Secretary hac!. l ett tho Troaoury line, I bed a tolo­
phcno call f r om Pinoont 1lho oaid that Whigham hac!. Juet tolophcnocl hia to tho 
ottoot that be hac!. rocoivod a meoeago from London ot a t ins that it oao not 
practicable t o put t ho vooUng order into o!! oot tblo ftoll:ond, and that 
11h1gbaa'o roco.,..ond&Uono 'IIOulcl bo conoiderod within tho non few dayo. I 
aoll:od Pinoont 1t lhl&:haa int erpreted t hh ao a diocouraclng aoo-. Pin­
oeot aoi4 that he did not; that thio appeared t o bo aoroly a delay. 1'bon 
I pn tha Socrot&ry thlo wppleaontel lntoruUoo, ho woo diO&ppointod, I 
lot him mow that I hac!. preooo4 Pinaont strongly tor l.mmediate action with 
u~ect to co•plotlng tho arrangeMnt tor tba eoUing up of their ~ecial ac­
count with the J'ederal, and that Pinaent hac!. proooiaod to telephone l'olrTia 
and Osborne yet t hlo o!tornoon with tha Tlew to tboir cettlng together on 
4otello. They heel hoped t o M.n oome aoohtanco f 'rom Wr . llhigbam on thio 
point, but thio had not been forthcoming. I told Pinoent that since bia 
dolivory to ua of tho noto tranaa1ttlng a •••- trom tho Ilritioh Oovorn­
ao.nt, tho Secre tary M.d tall:on 1t tor gr&Dted that tho acco~ •• pract1oall7 
in oporat i on, I told P1Daent that I hoped ho would bo able to give a t a.,or­
abl o roporl to tho S.Orotary a t the boglnning of non wok in repr4 to thO 

Now York !aDll: accoaDt • 

.t.t J(, .p,a. llr. luoy-IIoaulieu called oD ••· Bo aoli:ad abont two points. 
J'lrot, hac!. tha oomait\ee of thr .. beOD aet UP by tbo PreolclonU !he J'ronoh 
"ro ""r7 anxiouo to procure iaDodiate del1T017 of thirt y planoa of a tPOCial 
typo. !'he7 un4aratco4 that our llaT7 •• turn.i .ng back thio JNaber of planoo 
to thO -=!acturoro alnce tboy wre eqo.lppod wUb onl;y tour - n• p!la , and 
the NaT7 wanted planeo with o1x aachino cun•· !he J'ronch would cla4l7 tell:o 
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t b.ooo with fOUl' lltoehl11e ""'' ' and let the Wavy take at the - price thirty 

plao.ea of t ho tlx sw> typo which .rrao.co hat alrea<~T ordered ao.d •>P••t to be 

dtllnred wi thlD two 11011tho. Loro,-Boallli.u U ' their Mn collld approach 

Captai.n ColliDe on thlo point. I told hia it •• preferable not to approach 

.. rraaou.ry .... 011 tNCh a queot1011 pendlnc oolution ot the cenor al problea ot 

Uaiton. In t hit connection , Lero,-Beaulleu anted to know who• Illoch-La1n6 

tb.ouldcontact 1D Wuhincton. I told hl• that thle whole q\lOoUon depended 

upon the oettlJIC up of tho co-ttue abon referred to, Loro,-l!aaul1.u1 o 

oecond qv.eotion wao ao to the proper authoritT for ciY111C dechlono Ul1der the 

lleutral1tT .Let . 1 told him that the State Departmo11t had made certain rill­

logo, but that no general otat~nt_had TOt bet11 ~ pu.blic &o to whether 

T&rltd roqueoh thould be addr01oed eololT to that Departamt, or to the 

Attorne7 General or elee~ere. 

111 ao.owor to 11q lDqv.irT ao to the proveu being made by the .Jre11ch in 

oettinc up a opoclal account with the r ed.eral aeoern B&llk of li'ew York to 

take care of •r pu.rchaoto, Lero,-1H&u11eu ~lied tlat the .french !rreaou.ry 

official who wao e.pected to arrive here laot Wedeeada:r to perfect the de­

ta1lo of tbe plao. , which he oaid bad &lre&<\T bem &pproTOd 1D pri11Ciple i11 

France, dld not reach !lew York Wedeu~ on the De Graue. It 1o now be­

lieved that be 1o enrouto !rom franco to the United Stat01. I urt;ed LeroT­

Baaulieu to pu.ob tbh matter ao much ao poasible. He aald that the Bank· of 

.france bad been raieiiiC certain obJectiono in an effort to require Lero,­

Beaul1eu t o oubmt to rrance for 4ocis1on any -nto t o a oincle indlrtclual 

or concern u.ountlDg to aore thaD $100,000. 

I p.n t he INll etance of 11q talk with Lero;r-:Boallli eu to the Secretary in 

our COI1Yeraati011 at 11100 o ' clock. LerOT-Beanl1eu will pt in touch with .. 

next week to • •• it I can pn bia anT tu.rthor a4Tlce. I •• unable to reach 

either Wr, rol•T or Mr. Bernote111 thit afternoon while Leroy-Beauliou wao 

here to oeek a4rtce on tho point of the lep.l authority t o whoa lnqu1r1eo 

tbould be &Mrouod. 

I lhould. add that 1n our eonTersation t bia forenoon. PiDaent Mntlone4 

that 11b1gbam would 1n !low York ••• if tho Bank of llontroa l bad dellaro &Tail­

able whiob ooul4 be a4Tance4 ap.lnot oo»o of tboir oocuritloo. 1 t old b1.m 

thlo plan ba4 not been d10CUtoo4 a t our .. etlJICo, J'inoont tald nothlnt; 

further wo1114 be dono until it •• ooen whether the llaDk ot llontraal actually 

bad dellaro which oollld be utilhod. Bator• &einc any tu.rther, the Brltitb 

wol114 cet our •lowe on t lll o sul>Jact, &114 would alto oeok a dec1o1on froiD the 

State Dopartaent ao to whether tho l!aDk ot llontroal acencT in !low York con­

oUtut•a "peroon•, an4 1t eonooqv.ont)y oubJect to OUl' lloutralltT Law. 

I pn tho S&cretarT a little &eodp in reprd to private bankinc -ritwo 

on otticlal bank accounto wi tb tho hd.eral Rtoorvo lank, ohich t he Secretary 

&eked - to expand t o b1a on lion~. .Lftor rq laot connru tlon with tha 

Secretar71 I telephone<! Coaluionor hal1k in ropr4 to the Br1Utb do,laT 

prenntlnc tho pu.tting into off act of tho plao. thlo we ekend, 1 aa to toll 

Wr. IINl• • ot \hie toaorrow. 

~~~~~~--------~--~.--. ----------~ • 
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-c• ...... , 

l<zzsHIN PUIGHT LINES, INc. 

!be Honorable Henry J. )k)r,enthau. Jr • • 
S.cret.ry ot the t reuury, 
Trt&IUT)' Buildin&, 
Wa.ah1nf;ton, o.c. 

ICy dear llr. Secr•t&Tr• 

1:11 WEaT ROOSEVCLT "'AO 

CHICAOO 

Hovomber 24, 1939 

Encloae herewith a oopr 
ot another l etter whioh I reoeln4 from 
~. c. w. VanPatter, dated Ootober 22, 1939, 
tor your 1ntorma.t1 on. 

Very trulr roura , 

Eno. 

~I 
~·'"" "' \ \ e~: tli: vor. ' 
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Dear Ur. Keeahin: 

0 
p 

y 
b eiye.ng, China 
October 22 , 1939 

I Al:l still working in Kwoiye.ng and will be hero for o.nother week 
before returning to Chungldng. I - y ~· a t r i? to Uon~en in between - it a ll 
depend I on 'When J:r . Sheahan ro turna to tho States. I will be in Chungking 'When ho 
leavea . ~. Bassi was throUGh here a couple or daya • to on his r eturn from Raiphonc 
and Hanoi , l.lld I believe ~ . Sho&han has returned t o ChungldD& f ro::. his Bu.-- trip , 

Tho now ahop and repair sheds a re atill in t he making which makes 
it neoesaar y to do all the rur.nin& repairs outdoore. They will bo finished in a 
1hort t ico ~fter the mater iAl arrives . rr . Bas s i told me that the shop equipment 
would bo shippod from Haiphon~ aa aoon as possibl e . The major shop is turning out 
a little more work ainco I reorgani&ed it and taught tho ataff how to overcome some 
or thei r difficulties . They have been wasting thoua&ndl of dollars and getting no­
whore due to lack of exper ience with ootor trucks, however, I reel quite pleased 
with lll)'lelf o"r " hat I havo boon able to accoo?liah . I tool certain that if you 
were here , you 1r0uld be well aatiafied up to dat.e . I thl.."1.k as time roes on, I 
will be able to G•t resulto faotor duo to cy gettiD& bettor acquainted wi th the working 
or tho Chinooo ~ds, and wil l &lao be better acquainted wi th the different routoo, 
etc . Mlonovor I could flnd tho tl:lo , I haV$ been cheokin& tho t rucks that have boon 
out of aorrlce for core tha.n two months which they clall:led were waiting for parta, or 
noodod major work which t hey were unable to do at tho pre aent ti~~ . So far I havo 
manatod to get over t hirty of them, either back in aorvico or in the procoas or bo1ns 
repai red tor s ervice in a row daya. I found several t hat noodod onl y ~nor repairs 
and have also located parts tor several more which tho shop supervisor wa s tol d they 
could not set . ln t act, ~ito a few of the parts wore l ocated 1n the central 1took 
room. This stock r oom 11 divided into aoveral building• duo to a.i r-ra.id dantor and I 

roWld that cp ite a bit or their 1tock was misplaced &Dd t hil Ca>laed t hem t o loae lir;ht 
or it . 

The Cho.rolot• w.re sold without ho&yY duty radiator s or oil bat h 
a i r clo&nera for the carburetore, consequently, they boll ver~l quickly on thoae 
~unta1n pulls and as near a. 1 can find ow~, about seventy- five cylinder heada 
have boon cracked (I think coro than 75 ) and t he blooko wear ver y fast due to 
tho di rty ronds . Thoy have boon r ebor 1ng them t 1tty percent sooner than they would 
need to if they had been equipped with oil bath air oleonoro . kr . ~nite of tho 
Oeno ral ~tors vra$ here tor a tew d aya and he has promised to sec what kind or a 
deu.l ho can work out tor t heao pnrta . Ho is also having eix aots of f r ont hydraulic 
1hook abaorbors shi pped in tor ua to try as a spr ing-bro&kin& pr eventative . Tho 

· Chovrolote have been brealcint; front spr ings by tho hundreds . Of course , the r oad 
condition ia the r eason but tho Chevrolet trucka a re too light f or tho abuse they 
get hor o on the Chinese highwaya . 

Eow is buaieoaa? I hope it ia &I EOOd &I it has boon durir~ 
t he laot year . Do you still plan to co.., over, or have )IDU r;iven up the trip 
ainoo war has broken out in Europo t Lam ~;oint; to try and mail t hi o l etter with 
Chineoo otounpa that han tho A:Aorioon flar; - t bought tho klda would like them. 

"ith beat wiaboa to you. and youra , l am 

Sincerely youra, 

(Si&nod) c. w. VanPatter 
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.A.erloaa Collftlato 

lluol, 1114Dchlna, J:oft-r 211, 1!1;59. 

hbJecta Jap..,.•• laT&doll of • ...,., atfeote tr .... u of llapplloo ., ChiM. 

!boo BOilorall1o 

Slra 

!bo lecrotar,r of State 

'tfaolliDC'oll, 

50 

1 ban the honor to refer to ~ hloCZ'.., of J:o-er 21, 5 P•••, 0114 to tbat 

of loftabor 23, 10 a. a . , ill roprd to the reporto roaclliac I114Dcll1u ao to tlol 

otato of atfairo in rw...,.i, ao a rerolt of the o1144en ill'faoioll b7 tho J_. •• 

all4 their a4YN~Co tovarb J:&lllliac. '1'he followillc h a briat accoWit of tho cl.eftlop­

aonto 111 J:v...,.i, obtai11ecl. 111 part froa an .berican oiUoell who vu ill lluoiag cl.uriDC 

tbe oarl7 part of tbe ill'f&OiOilo 

h 1o to be utocl., hove'fer, tbat Oil tho elate of thio 4 oopatch lluolac 1o oUll 

i11 the h0114i of tho Chineoo, the Jtopaneoe are lll14orotoo4 to bo at a point .... II() 

ld1omotoro fro• tbe cit7, J~~p..,.oo air p~o are ot1ll boabiac tbe cit)'- tbe 

.....rolll141ac cOWitey, all4 tho roocl from Doac Daac to J:&lllliag 1o clooocl. to oo-rcial 

trattic , &lthoU«h a few t1'Ucka were ol>1o to ti"t thro"«b with ouppl1oo for tho 

Ch1110oo forcoo 011 the llight of lo'feabor 2}. 

It h Ulldorotoocl. tbet the J~~pa~~ooo att0111ptocl. a lan4iac at J'V.acbolD 011 J:o'feallor 15 

- tb&t a OllOOoollt'lll 1&1141"8- aa4o at or near Yaachov 011 J:onabor 17, a4'fNIClac 

tovarb l:alllliq ill - oo1....... .lt a poillt oo• 50 ld1o•toro froa l:&lllliJIC the 

ChillOOo attecU'felT roohtocl. tho J~~p..,.oo ocl'fUCo UllU1, ao ~ iator.a..t ototoo, 

tho7 were attoGkocl. ill tho roar liJ Cllineao b~to bollo'focl. to be ia J...-• pq. 

!bo Chineoo ro-tocl. to vUIIia 20 ldlo•toro of the ci V - at tllio poiat tMT 

wore ol>1o to - tho J..,....o eel.-• all4 wore able to force tbe J~~p..,.oo to 

vitlldnw eo• 30 ldlaMtoro, -. tho7 ava1W roilltor-to, 
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I • 1Dtonoe4 that all Chiuoo Gon1'DIIent o!tlcoo • .....,.ted llalmiac on 

llonabor 20 &114 21. Parontbotical~, I aa oleo 1Dtortled that - trv.ob wore 

uoed tor t bb o-tlon vhicb could ban boon put to bettor uoo in ouppl:riDC thAt 

Chiauo torcoo. I underot&Dd tbat tbere wu a cortaiD aaount of looUac ln I&DDiDC 

aD4 oo•• UDdi oclpllno actiTitloo oa t be part of tbe Chineoo ailitla, .All .Aaorlcau, 

aD4 I beUne ell Br ltloh aD4 J'rench , departed troa lianaiJI& prior to 'loYoabor 22. 

It b learned t hat t ho bomb!~>& of liaaniag aDd t ho ourroUD41JIC countr;y vao oa 

a larce ocalo , at oao time aore than 35 planeo bolag noted onr t ho cit;y, both 

l&Dd aad ue. planeo. Tho plaaeo aloo dropped l oatleh in Chiaeoo, oxhortlJl4 t ho 

Chiaooo to ourrendor &D4 proahlD& protoctloa to t hou 'IIIIo ourrondorod. '!'bore h 

ae.ld to han been little or no dofoJ>te apiaat tho J~~pe.neae a1r pl&DoOo , tho Chlaeoo 

haYiDC DO planes and 0~ a !ow 50 - ae.cbino CUDI for aati-alrcratt datonoo. 

ot pri-.ey l ator .. t, howonr , h tha condition of tho Done DaDe-lanai~>& roo4, 

It ifu,Adoro tood that in &441 Uon to t he deJOeCe cauaod b;y boll biD& t bo Cblouo t ho•-

oolYao dootro;yed a pcrtloo of t bo roe.d, doatro;yl nc one bolf ao ao to aako tbo roo4 

uublo onlT b7 ona W'q trat! lc, aDd catered oome bwldreda of coolloo to doatro7 

tbo roo4 complete~ it I&DDiJl& toll into J"Panaao hando, !blo vu at a point oome 

90 lr::1loJ>ttere f r oa llannlJl&. Whether t blo roo4 will nor be uood ace.lo tor co-r­

clal traffic &D4 for •"PP~DC tbo Chinoao latlonal Gon=-ot dopenda entire~ 

upco the outco110 of tbo ba ttle for l!ana1Jl6. It b t bo onrwbelalng concenaua of 

opinion tbat it Ia but a queat ion of tt .. , poaalbl;y onl;y a 4&7 or ao , before lanalnc 

will be c~~ptured aDd thb roo4 coaplotel,:v cut oft. 

Tbo Departooot ..., b e lotoroated to note thot tboo Indochlno Dtflciolo do not 

• aae.a to be dlaploaaed vi tb t bo ol tuatlon in r.tancat. Tbo qu .. uoo of tranait of 

coo4a to Cblna, wblcb vu !oared would brine co~~plicatlono vi tb tho J~~paaooo , b 

undoubtedly reduced 1o i q>ortanca vi t b tboo bopudlac tall of liallJlinc and tboo 

deotructlon of t ho Done Ilallc-:laaniDC roo4. !be DepM'taaat M!l alao be lntoroated 
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pu.h1D& \be vorl< of racouttw!Uon of ~be CIIObUC roa4 (lilT 4eepatch 110. S of 

Octcber 20 , 1939) , tc enabl e ~hie roa4 ~o cerr7 at laut a aube~o.ntlal part ot 

tho trattic now carried. b7 ~ Do~~& ~·&lllliDC r oa4. !'he contlaned. i na4aquao;y 

of the Coabang road., pcooibl7 b7 dooicn , will turt he? reduce ~he poeoibilit 7 ot 

ocmpllcatlono with the J~aneoe. 

111 o..-;r, ~be cccoluolon ma,y be oto.t ad. tb&t, lf ll&lllllcg lo ctopturad. b7 ~b& 

Jopo.nooo, tho lloDC ~-!1anc1cg road wi ll be no locgar utlUsablo b7 tho Chlcooo 

o.c4 tho Chino eo Xatloul GoTerc110nt vill ban loot a wi tal oolll'<!o of oappl;y, 

aDountlac w topprorl-tel;y 10 tbouoacd to no a 801lth non under a4nroe con41 U ou , 

llontion ohould aloo bo made that tbe u portatlo11 ot tunc oil , vcltrea, ot ce tera, 

f ro= unoccupied. ChiD& vill aloo be 110ro difficult, !'hero will re~~&in for the 

obip110nt of oupplleo (1) tho Caobanc roa4, v hioh lo of doubtful iaed.iato Talue , 

(2) t ho ra1lv117 w funai ng, which 01111 p o.r hopo double ito eopaci t 7 , (3) t ho Jlur­

roa4 , vhich h not Tlowed. with ontlmolao• b7- powocno , and. (4) ~ lluoolo.n 

road. 

Oriciul acd 4 cop1M to tbe Dopart.ent 
Cop7 to llll>aoo;y, C~ll& 
l:op7 to Jabao o;y , Peipinc 
Cop7 to Conoulo.ta o-r al , lloiiCI<onc 
Cop;y to Collftlato, Saicoa 

cs:aaoar 

Cho.rloo S, lload. II, 
A.o.r ieo.n Conecl, 

• 
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KUSHIN FREIGHT LINts, INC. 

..J, L. K C!tEa HIN tiJ WC.T lltOO.SCVCL'T lltOAO 

CHICAGO 

The Honorable Henry J . Morgenth•u , Jr . , 
Seoretary or tho Treasury. 
Treaoury Buildl.n&, 
i1aah1n«ton, D. c . 

My dear llr . Secretary: 

llov . 25, 1939 

I an enclosing herni th a oopy ot a report 
wt\ioh wae forwarded to lir . K. P. Chon, by Kr . She&ha.n from 
Chungkift&, China under date of Nove=ber 6 , 1q39, outlining 
tho variou1 failures and diffioultioa encountered which were 
brou&ht about by purchasing equipment not aui tablo for thot 
typo of operation. 

I believe thQt t hie report brln&• out vory 
clearly my inaiatenoo that extrema caution bo ueod in tho 
p•~rohaoing of oquipmont and thot thia 11 a 101>ttor that must 
be gi ven oare!"'ul consideration in tho r·uturo purohaeoa or 
equipment eo as not to continuo a situation which clearly 
oxi1t1 at this time which will very greatly retard progress 
in bringing about an el'fectin tranaportation aystom. 

Youra Ytry truly~ 

Jl.l(:CPB 
EllC1 

••• 
'!!-:'21 t~i: ~0'-~ 

~· u->1'('111!. 1-\ ... ~ ... "''':.- ---
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~ . r. p. Chen 
onlvorul Trading Corporation 
6$0, 5th ATenUe 
!loW York 
u.s.A. 

Dear 11r. Chen• 

c 
0 
1' 

y 

o/o llinietey of COiiiCIIIloioationa 
Ch\lllt;ldng, China 
llon&l>er 8 , 1939 

54 

With further reference to my letter to you of October 5th, and your 

:>Crt wlcotle letter of October 23rd, and with apeoific reference to a more detailed 

report and apocifioation tor truob that will bettor auit tbo requirement a of ChUla •a 

hi£h'Kt.ys , I r eport t ho followinr;• 

First, wo obould r epor t our impreoeiona of the approximate 60% of 

uallable truolco under repair or am.itin& e .. ontial parts and tho ~ an.ilablo tor 

1 . The ~ available for service are not in norm&lly good condition 

but reflect tho ravageo of neglect duo in our opinion to deferred IIIAintenanoo. Thia 

baa • ..,. about prinoipally beeauae of tho short'4t of experionood moohanica, and tho 

lack ot ayat.,....tic plt.ZD1iJI& of a precautionary cr proventati n :aintonanco plan or 

progrom. 

2. Tho 30% of available trucks awaiting reptdra or under r epai.r are alao 

sutter in& from deferred :aintenanoe plus tho final fail ure of a 'fi tal UDi t 'llbiob 

rtll<lera them unavailable . Ordinarily only t bo f ailure or tho 'rital unit 11 oorrootod 

&nd the unit reetored to a.ervioe due to praaa ot oircumatanoee , eoon fail s as,a1n. 

3. Tho final 30% of a .. &ilablo truolco are those -.hoao unit tailuro}l' baa 

booo one of auoh high troquenoy ot reourrence t hot tho atoob of parta available are 

•""Phtoly oxh&uat od and tho unit ONat r .-ln out or aor'fic41 W>til ouch parta aro again 

t 'l&ilablo. In addition, this particular group or unit s are frequently atrippod of parto 

tor repair ot otbor unit • and thorotoro oonatituto a oor'fico an~ r epair liability ot 

1Ull&l bigb coat through tha neoouary duplioation ot repair • duo to the praotioo ot 

Jtrlpp~n& one unit t o repair anotbor. 
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..... an&lyoh or tho oauaoo or theoo hi&)t troquonoy or to.iluroo is 

oil:lplo ucl ,.. beliOTe poUrto unerringly to structural ... alr:Dou and unclor-

dtaiP•• 

Tho unsuitability of oertaiD unito purohaoocl tor operations entirely beyond 

units were deai~ocl io obYiouo and wo str ongly urge that thio 

be d11oontinuecl. Speoitioally tho unito referred to a.o moot unouitablo tor 

~mder condi tioDo boyoDd their ab111 ty to surmount aro o 

Chewolot 

(1) CooliDC oyotem of ouch oi<e and deal"' that retention of coolant io 

on a hard pull or loDC grade and oi roulation ooo.oeo ..rter coolant loYel clropo 

certain hoir;bt. tbh reoul ts 1D 1nten:1i ttoDt otoam poolaot1DC of rear of c:<>tor bloolc 

reS1lltant liability or oraclc1Dg the cylinclor head., Tbio requires replacement of 

heacl at heavy expense. 

(2) Tho "Front oystem" which incorporates frollt axle spindles, opr1Dt• • 

1~ of'tuoh small aize tor the profile of tho roade encountered that continuous 

brolkago io tho rule rather than tho oxooption. 

(3) Tbooopo.city or the unit 1o ro.r below tho il:lposition which is plaood 

ill toMOa or body woigbt, weight c!iotr1but1on, and resolution of torceo clue 

tta toTrai< that mot be Degotio.tod. 

(4) The u.oo of this unit io not 1Dd1oatocl 1D oitber truck or buo oomoo, 

on paot porfoMO&Dco ud conoititutoo a definite oomoo liability. 

1n dioouuin& these inherent wealr:DoUOI or Cb&wolot with General llotoro 

I om informed that tho Chevrolet onginoero in Amerioa have c!o....,lopoc! 

now oooUng oyotom inoreaoing effioiolloy appro:n-tely 26l(, You should o.ioo be adYiood. 

oner&l moano haTO been o~ooted and in 1 ome oaooo uood to owrocmo tho d.ittioulty 

in thia oquipooent, howo"Oer, the r-d.ioa oo to.r applied bafl not pro....,d or 

ottioaoy to -teriall)' oh"DCC the a1 tuati on. 

))oql 

!hla unit while oonotitutiDC tho -.jor ~· bU been tho greatest ottondor o 
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Ita proportion to tbe whole, thru o&uo1JIC c!Ut1oult1u to both the ll!l!t&ry &114 

froosportot!on agono!oa. The doetMIOt!on of lito, oo.rgo, equipment and proporty 

u inherent we&Jcneee of deaip &!"'d conatruoti011 11 a utt.er ot record. 

FUrther add! tiona to tho record of <~.o::ase 1a reclucod tbru tho ebortase or 

,J.,,.,.,nt parte which o.ro tho baolo oauu of tb .. o d1ffioult1ea and rondora lii&Dy untta 

ot aervicc, therefore , out or f'urther d.1ttioultioe until e\Joh repairs or replaoe:mente 

fho ont1ro front aaaocl>ly, with tho poao!ble exoept!on of the whoels, !ncludins 

U bolte, front axle and spindle • are eo cloeo to 

erlt!o&l point In dedr;n and f&otor of oatoty that any ahoclc above nonot.l !ntona!ty; 

or .. ooaa!ty .ust be conaidorod for tho typo or highways nogotio.ted, ia an over 

apeoter ot deatruotion. 

It d.Y bo difticult to ooncei.,., trom lOJIC diatt.nco oboorTt.t!on, thet un1to 

auftic1ontly reliable under ordino.ry oircumatt.ncoa could show ouch reverat.l of 

on tho '""' clus1f1cation of Bighwaya. Claosifioat1oD of B!ghnya ia moatly a 

of personal opinion a.Jld typo or r oad doee not in any ma.tmor p.a.rantee the profile. 

profile encoUDttred oD China •a h!ghwaya lut.a been .. tabl!ahod by hand labor &Dd h&D4 

!M UDdulatioDs are ouch thet apriJICI (troDt) r ooaivo a tarrif!o pUD!aillllont 

ouccosoholy 1DCroaains uq>litudoe whi oh on o.ny ourvo or turn to tho lort1 wh!oh 

lttt h&nd traffic 11 the abort turo, oausea o. h1ch rosolut!OD of torooa OD tbo 

front wheel opiDdle &Dd apr1Dt;· IInder th• oiroUD&tanoos If the turD 1a .,.do on a 

&Witcltb&ok, or dowmrar4 into a -11 ohuolc bolo or agt.!not a rut, tho probabil!tl" 

Should tbo apindlo Of the wheel f&!l. tho unit lD ..,.t 0 &100 £orlUDf.toly 

along on the &xle to a atop, travol!JIC at low opeodo, wh!lo at h!cl> apoodo 

•~rs&ults are a matter or reoord. 

Should the aprlJIC t't.il wbioh 1a piWirt.lly tho ....... the podt1011 or tho front 

ehangoo &114 the truolc uaut.lly p1tohea aoroaa the road sonert.lly to tho r 1&)1t, wh!oh 

lo&lcal ••quenoe . 1a OYer a preo1p1oe . 
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senral other ,..,uraoturero' Ullita o.re 1D oerrloe and while the to~~~r;ol.Dc 

_,,t rioiLJ!Y statu the taoto OcmtJO~II(; tbe veateot ottenderol 1D d&ll(;erOill failureo, 

that tht balance 4o ahow 1tmerent we&kneeaea or eome oharaot•r or mother. 

DO loU Of lite, Oar£0 and pr operty &re entailed ao the Ulliw-...ina on the 

aod can be towed or rep&i.red u the oaae -.y be . 

ln c onol uaion, it 11 our reo-nd&t1on that where Ullito or 26' ton 

,J.,nl :rl oatilon are oonoidered tor purohaae that the front ayat- 1nolud1nr; oprillg hangera, 

axles and wh.eel ap1ndles be opec1f1ed aa that of at lout the next higher oa.p&A>i1;>f 

rasuJ.arly ad ... rtiaed b:y the manutaoturor and no oonlideration be r;iTan to trent 

of lou than 2!" width. Further that the manututurer be aolced to r;uarantee all 

w e part a, 1noludlll(; t ho be&D i toelt, ar;&inet .tati pe failure w1lhln one rear trcm 

date of deli Tory and mai ntain within a reasonable cU atance or operation outf'ioient 

or front au~ly partl to preOllldO the lOU Of Ule DOW e"JJeri encod wherein JDOnthl 

before these parts ara aT&il able tor replac-nt . With particular reference to 

r ront 111tem, w urgently reo.,..nd that the ape<>ir1oat1on be ohangeil, to inoreaae the 

or the entire front eyot- to -r• oatel)' endure the tortures l..q>oaed Upoll it b)' 

tncJreaut"' the maxiiNID or allowable weight on april~(; pado to 3800 lbs . end JD&X1Jmlm 

lllO'nbllo woi ght on the v ound to 4500 lbo . fbat the ainiJam april~(; width be liai ted to 

4 ~nimum number of le&Tea cannot be impoaed due to roaeone too numeroua to ..ntion, 

due to tho rate of cloterioration of ohoolc absorber oqul-t, it 11 felt that a 

llllilll>er ot thinner leo. no would help the 11 tuation conoiderably. ln connection 

lhoolc absorbero, it ia our rec-nd&tion that tbia ..,.t euantial aooeuor:y be ln.­

tit t he 1noreued oopaoity or the front ·yet- roc-nd&tion. It 11 

t hat with the torer;oill(; obange 1noorporatocl in the dolir;no of now 'fthioloo that a 

~""~will r .. ult thorofrOIIo 

A>lothc- it- that ohould be loolced into 11 the Doclr;o tuol P..., tailureo. lliorQ' 

the fuel ~ ..,. ocoentrioa ·em tb. lloclr;e •• ob&tt h&'ft - t-el worn to the extent 

the Pllllp would DOt tunot1cm properly, eop .. 1ally- tile -tor 1• lllld.or a pall &Del 

DariiiC tblo lut a -th• _,.. than ao .... 
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ofl<octl!l& this ••rn condition have been r Ol:lOvod in t be Kwei;yang ohops alone and it wao 

th&t tho pu=p oocentriu ha.,.. not been hardened on a par with the TalTe Utt~ lobes . 

All ot tho tailuros ot front oprin& assocl>ly are not tho fault ot tho AJoerican 

equipped wi th locally built bodies are otton a oouroo or 

priiii&Tily beoauso incorrect mount1nr; or tho body r;in• rile to :oooh&nical to1luros, 

breo..lcAr;os or opriii& and challis rr...... Ao a r;eneral rule, it 

necouary in tho mountinr; of locally built bodies to drill any bolos in tho 

except perhapo one at tho roar ood ot eaob ddo ,.,.-.!>er to looato tho body 

OD!;!t1ldln&,L!y and for drUliog these holes, oaro muot bo taken to avoid drilling them in 

is subjected to high beoding strooeos. 

ot tho body u thio particular part of tho 

Drilling ia a co"""'n but unjuatil'iod practice 

with a little ingenuity one oan usually dOYise ""'ans whereby e lU>ps can be used, &TOld­

tho naceuity or drilling the chaeaio traM. When fitting a fixed typo of body tho 

runn6rS which reet on the tr~e should extend &I t&r forward as poeaible 

tho cab so aa to diotri bute tho load onr tho r;reatoot &ftilablo length or fr..., . 

ns~'••'•1c'n rOToalo that frequently thia runner stops abort a foot or so behind the cab. 

i s put upon the f rame is considerable and thoro is no r;ood 

for so lllOUiltin& tho lon&ttudin&l runners . One of tho moat i.mportant faotora in 

linr; f ront spring breakage io oorroot weight distribution and in tho dosir;n or truck• 

eqh:eera establish a ~ groaa load. which a &1Ten ohaaaia oan ha."Ye with 1afety. 

desir;ning the front spring, front axle and oteorinr; mechanism, tho pouible r;rou loads 

theae uni to are all conoidered and a part or thia e oti:&tion ia t bo a he and shopo ot 

cab, llany of the local body buildora supply cabl which are ohorter than the uerase 

whioh wu intended when tho truok ""' deoir;ned. The excuse tor this obortonod oab 

the call atature of' the a•er&&• Cbiuae dri"AI"• Bowewr, when oaba are made abort•r 

bodies aro moved further ahea<l whioh results 1n tranaferring more •eight to tho front 

or tho truck than it ..,.. doair;ned to handle . -., tborotoro, urgently reo_,d thot 

r '"'"·"Y built oaba a.ro alftys built to factory dimenalono . 
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... are arrancl.D& tor tho .. moo bllllet1no or tile n.rl.ou ... tor anuto.ct..roro 

bt dhtributed to the maint_,o .., rOOJ>OI'Iolblo tor tho OIU'O ot OCJ.uis-z.t. !Moo 

toblUOILl oornoo bllllet1no t.o " rule vo -.n in J:DCl1oh md trt.111latod 111 chinooo 

we belie" thAt thio oervioo 11'111 proft ..,ot belptlll 111 UDdortald.J>& a pro.,.Dtt.ti.,. 

?roa prooont 1nd1oat1ono I - due to Nturn to t be T1n1 tod Statee w1 thin tho 

YHk or 10 dt.:yo, md I hopo to roach lew York botoro tho 8Dd of tho proaent IIDDth, 

olll;y that w -:r moro thoroiiS)ll.y dioouu 11'1 th :your onginoero tho ooaent1t.l obM&eo 

truck opooit1oe.t1ono but the.t w •:r become 010ro tomili&r and aooiot 111 oo-ordlne.tl.D& 

tunotiona ot t1niTOrot.l Trad1~~& Corporation Yitb tbo noodo ot tile lationt.l O............ts 

addition YO hope to oottlo 111 a -=er liiOot benotioit.l to Chino tho lmitiod oporat10111 

tho ohil gOftl"'IIMnt. Bh imolloncy 111nioter Cbt.D& 11~1f&t.ll baa Nquuted thot I 

to rot\lrD to Chino by about tho tirot of tho ,..... yo&r to aosiot in placiD& 111 

our oariouo propoot.lo and be bao ouueated a period ot troa ~ to 6 ~.. Tbio 

1o quite ap-eoable to me proYid.in& tho nooouary &r~Dt tor t.D ,atonoion ot 

leave or abaenoo ot.D be negotiated witb ·»r. J . L. IeeehiD ae I oa naturt.lly dooirou 

continuing rq ""'lo,..nt w1 th Mr. laeobin on a perMDont baoie. lloiiDIIhilo and witb 

peroonal reg&rdo to t.ll, I await 1nto..-;t1on and tho roolllto ot oabled roq..s.r-nto 

to"ror<!ed today. 

• lll.nioter Chane 11~11gu 
llr. J. L. laoohin 

Toaro Y.or:r o.iJ>oorol:y, 

llwrioo I . Sboo.baD 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

rRON Mr. Ceeh:raa 

!M fonlp a:~ Mft.\ .,.. enr..al.T 41111 wl\ll a YerT ...u \ur..,....,. 
StorUac op....._ 1a - York a\ }.92-}/4 &114, at\or tlu-.aUac l.a a aarrow raac-, 
cloo o4 a t }.9}• 

Saloo ot opot otorllac 'b:y tile four roporUac 'baako totale4 ~15,000, froa 
tho followliiC OOUJ'CIII 

17 oo...rolal baaka, ••••••• • •••••••••• • ••• •••• •• •• •••••••• ~ 
!7 forelcm baaka (Jazope) ••••••••••••••••• •••••••••••••••• e 

total •• .•• • lr 

hrehaooo of opot otorUac aaou.te4 to ~6,000 , ao 1...Uoato4 'bolwr 

IT oo...raial \eaka •• •• • ••••••• • ••••••.• •• •••••••• • ••••••• ' 80,000 
ll:y forotp boalto (-.rop e &114 rar :laot) ••• ••••••••••••••••• I. 36, 000 

folal • • • •• • '~ 

'l'llo forwazo4 otorllac -kot hlproTe4. '1'llo cUoo001at oa oter11ac for oao 
cooat h wao }-}/4# por pou4, oqual to 11-7/1(/fo pol' &IUIWI &114 for throo aoa\ho, 
&-3/41 per poud., equal to &-7/Wf. por ......,., 

Cottoa 'b1U o totaJ.lac 1.~,000 woro ool4 to tho Jrl Uoh Coatrol at tho 
offlolal rato ot 4,02 'b:y tho f oUoW'I.Jlc roportiac 'baako I 

hoach fraaoo 
O.Ul4ero 
llwioo traaco 
,.~ 

ea.J.a .. u.n 

Yo puchaoe4 $2,250,000 1a p14 fro• tho _._1te4 aoOOIUlt of tho •thorl&D4o 

laak. 

CONFIDENTIAL 
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!be J.unla. .. no ~ rtpoi'M4 \o 'U U.0 fo~ oll.l~ate of pUI 

$) ,281 ,000 tJ'oa U.. ••U.Orl.-4o, oll.1ppl4 '117 the •u..r~ Juk, ooaaipet to 
J-al boone :&oak of w .. Yorll:, \o 'be ~ for _, ot U.O 
••U.OrlaDOlo Boak. 

2,631,000 troa the •therlaDOlo, oll.1ppl4 'b7 the •therleDdo liMit, ooul.pil4 to 
hdoral IW11no :~oak ot..., Yorll:, to 'be e.....noot for_, of U.. 
••U.Orlaada :BIJik, 

1,139,000 troa IIWI.t .. rld, ah1ppl4 'b7 U.O llaUoaal llull: of BwUa~rlaD4, ooa­
ol.pil4 \o J.a.ral ........ llull: of ..., York, \o 'be e.....noot for __ , 

_ .....,,__,...,.... of U.. J.I.I. 
f7 ,051,000 !oW 

Do.riJic U.. porio4 be-• ..... -.. 15 11114 •oT-r 22, the :lui< of h&:l•'"''• 
balaDceo Vlrl ,..........,. IIPFO:O:S..tel.T $52,000,000 a\ U.0 J.a.ral a.oono :loak of 

a;., York. Yeate1'4o!r, U.. llull: of h&:l•*' '• b~o ,..ro tllrU.Or ...,._ '117 PIIJ'­

•nh \o\&11-c t36,ooo,ooo. J.a -uo- 1.ll u.o "PC>rl of ,.eator4a;r, lh _, 

vao cre41M4 w1.tb U.O proce.a. rooe1TI4 tJ'oa the aal• of IIPPrO:O:S..tel.T t50,000,000 
1A £014, vhioh v .. ebippecl fro• o.n·4 e. 

CONFIDENTIAL' 
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~r. .. .. . ... 
- -·· , ..... tt •• ·~-.. .. ~· 

·v Trtaoury Department 
Division of Monetary Research 

: 3 
Date ........ __ l011eeb.tt .25. 9 J9 

Secretary llorcenthau 

1 , Re!errinc t.o Jour roqueot !or 1n!oi"Mtioe re 
at.ateaent by llr, Berle oo the et.abilbaUon ot Latill 
Aloerican currencin, both llr, i!aJ>ee and llr. Cochran 
at.ated theJ knew nothing about the report, 

2. The report did not come before the Interdepart­
mental Cooadttee on Commercial Pol1c7 nor ita Sub­
cC!IIIIittee on Inter~Americen Probl._, (In fact, the 
latter baa not bad a llettin& in the laat two .. ek8 . ) 

) , llr, Orad7 hlle ae there are three aab-c-tteee 
o! the Intel'-.latrican Econoedc AdYieoey Coelld u ... , 

(a) One dealing with trade polioiu. llr. G~ 
•aa appointed by llr. Welles to repreaent the United 
St.atea on that eub-coo.ittee, 

(b) One on econolllic affaire . llr, Feb was •~>­
pointed b:y llr. Walles t.o repreeent the United Et.a tee 
o'Qat ~b-comittee. 

(c) One on 110netary utters. llr, l!erle waa •1>­
point.ed by llr, 'llellee t.o repreunt the United Et.atea 
on that sub-co.-1 tt.ae , 

lfe haw recehed no cOPJ of the oatline nar 1a cot 
a..-aila.ble tbrou&)! l"'Oltine channels. It JOU with we 
c.an, ot courae, aak lit.ber Kr. Wellea or Mr. Berle 
tor a cop:y of the report., 

Ill!. WHITE 
Branch 2058 - RoOG 

{ 

-. 

.. ~~ 
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TREASURY DEPARTMENT 

0. lo.,.-.r 10, I ..-1n4 tho tollowiJic pereoaal u'bloc:raa troa the 
Gonnor ol the Juk ol fl.alaa4 1 °1Jolll4 J'O'Cl llo eo ldJul. \o look Oil 1111>1o\er 
hocopu propooal \o llr, JOileo ot BoooAOtnacUon Jiauoo CorporaUon aa4 
aooiot Ita l.a aUallll.ac .. ot praoUoal ooluUon, a..,..-4o. (Sipo4) ~t1°, 

.\o tbh •• rooo1Yo4 tho cla7 \ha Seorot&r7 •o l•YiDC •obl.ac'on, I 
4U DOt ban a oliNioo \o brine U to hio au ... uon until hio rotun to •ob­
inctoa tho tiro\ ot thio wok, ..,.,. I abow4 H tc bla \ocotller with aao­
c-utloa ol popel'o, 

Tooterdq .. raiac the lilllliah 1111>1otor tol~4 ao, ota\illc that wo 
ba4 -1 - tr101l4o, l.aol.u41Dc OoYOnor ~1 ad )bo, llc1Utr1alt, S:o 
oat4 \bat 1oo -to4 tc cot aoqii&1Joto4 wi til ao -.4 1.1n'1\o4 ao tor lwacl>aou 
~. I ooull - -.pt. 

fllio •n111C the IIWotor \ol~4 ao -iu an4 aota4 ttlio coul4 coao 
ill tc ooo ao JO\ taU,., .t.a appoin-t •• -" tor 11115, 'tllwu I \alta4 
with \lie loerotar,- at 11100 o ' clock I pYo hia tho torocoinc illtoraaUon, 
lo tell ao \bat lb-, ...,oa •o ball4lillc the fillllhb ao\tor, Oonaoq_u,., I 
to1.,.._4 lb-, llaaaa at 11105 u4 pya hia the a\or,.. 

llr ..... tol4 .. Ula\ the J1Jllliah IIWa\or ba4 aata4 \ o aoo Ita \hia 
..m.., at thia lloillc t.apooai'blo, u appol.a-t ba4 'booD ct...., Ita tor 
-, aoraiac· llr, ... o OJplalllo4 to ao \hat u.a troa.....,. ba4 ratorro4 \loo 
Jbalall lllala\or \o llr, Jooao JODoa tor ocJUI14oraU• ol bh roqua\ tor a 
cro41t , 1 toll lb-, llaaao U..t I an no\hillc ot tloo affair, lnat tol\ ol1Uco4 
to ro .. tn tloo llia1atar, I a\ato4 U..t I lltnll4 report O'Cil' oonnraauon tOJtr 
...,b- ao U atctot llo to lb-, Baau - loo rocoino \loo 111D1ahr OJl lloa4q, 

!loo lliala\or tol4 ao tbat bo UD4ora\oo4 I 11&4 roeo1Yo4 a ca'blocru troa 
OoY-r Jl;rtl, I ooot1rao4 \lola u4 ahowo4 hla the aoaaaco. It appeuo4 Ulat 
tile oa'lllaca- to ao ba4 -... .. o•t after 17'1 ba4 r-1Yo4 a o&hloc:raa 41o­
patcloo4 liT tloo Jl.alllah lllnlator oD lo.,......r 7, -laillc tile lot tor 1o ooD­
nroaUoa witb llr. Joa .. l.a ropr4 \o a oro41t, !loa lllolator ba4 hio oalllo-

-· 1a Jtaalall, llatoro lola -" ba •• -lr1"' with ao, 

1M lllalator oWo4 tbM hia ortc:1ao11._ ba4 llooa to ooolt a 1-. tOJtr 
tloo llaaiall ..,w_u tr• ov Ootu w',lnat \bat thia ba4- foa4 s­
poul\lo, o.u...-t17, the 1._ ot .. -. .. ,., a Dro41\ tor Jl.aaiah S.Orh 
tr. tloo lkito4 11\a\oo ba4 -..... ianotlp\04. Jlalu4 wnl4 r09lift S.Oria 
ot - "' • jjo alllloa 4ollara tor _,, parpoooo, I\ •• UD4a'noo4 
tliat orotih for \hio parpooo ooal4 not llo ollt&lao4 bar&, Oouo-tt,., 
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h.DI!.o alreaq an.1la'blo to tho Jinnioh Gonrn~~ent would 'be uood for t h1t pur­

pooe, and .. noy oO'QC)>t on thio -...~t to \alee oaro of o\hor nocllo&r7 1aporh, 

.ach aa cotton. 

!ho 1n1Ual ... ,..., ot a oredl\ 11hl.ch tho IIJ.n1ohr •• 41oC'O.ooia.c wlth 

llr. J""oo •• $10,000,000. llr. Jonoo had o\a\e4 \hat oinco no !Undo .._!nod 

aftila'blo in tho J:.port-I~~por\ llaU:, credlt would haft to 'bo frola \ho lle­

conotroctlon 7 lnanoo Corporation to a corporation oo\ up in \he Uo1to4 Statoo 

wlth a capl\al of $2,000,000. !ho 111nh\or had tho 1doa \hot tho $2,000,000 

would 'be ad'f'N1Cod 'b7 1n41Y1411alo i .n tho 111>1\od S\atoo, wlth ropaj'llont parantoe4 

'b7 the llaU: of Jinland. In anner to \ he llinhhr'o oonral inquirioo about 

the purpooo an4 tuncUono of ouch a corporaUon, I nplalnod a llHlo about tho 

nature of t he 111>1YOroal !rt.41nc OorporaUon, 'but 414 not aUap\ to ciYo hla &117 

final or official data. I roalJldod hla that I • • not on \ho Board of the lz>. 

port-Iaport llaU: an4 ba4 no direct acqaaintanco •Hh llr. Jonoo' operaUono. 

!he lllnh\ er aoeure4 .. that he •• not aUqptta.c to cut azq conoro, olnco he 

'"" pl•ood with tho cooperation which 11r. Joneo had extended hla. Bo roindo4 

••· bowntr, that Wr. Joa.ea •• ab1ent troa W.ahlDCton, and that he bad now r~ 

co1Yed tllr\her toloCJ'aphl.O 1nquirioo froa lt:fti 11hl.oh couo4 hta to ond .. Yor to 

upe41to tho cro41t, 1t at all pooo1blo. 1f1th thh 1n alnd, he had coao t o '" 

•• thh aornta.c, anc1 hopeo to ooe llr. Banoo on llonda7. 

!he lllnhter 414 not thiDk that et\her the corporation ht.n411a.c Jinnioh 

pulp oaloo in \hio ccnm\1:7, or that oollta.c 71nnloh paper hero, •• equipped to 

act ao \he lnteraodlal:7 for the loan, Bo hopo4, honYOr, \hot \ho ooUta.c up 

ot a tra4111C corpor&tion would not lnYolYo the nocoooi\7 of • aonopol7 of 

41urican-1f1nn1oh tradla.c operaUono. Be would prefer the\ thio new concera work 

in coo~ratton with the two exiatl,nc corporation• .. nt1one4 abaTe. 
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Srorrtnr y or Stott, 

Woshi ne;ton. 

RUSH. 

2830, Novtmbtr 251 7 p . M. 

PERSONAL FOR THE SECRET,\RY, 

\ 

GRJ.Y 

Porh 

66 

Dnt rd Nov£Cbtr 251 1939 

Rro'd 5 :13 p . :n . 

ThE FrEnch GovtrnmEnt has juat rEquEStEd ot to tlacrrtnin 

whtthrr or not Stcrttory Morgt nthnu will bt in Washington 

on TuEsday, NovEmbtr 281 t~nd whtthrr or not bE would bE 

obl t to rtct iVE ~lr . Arthur Purvis, rtftrrtd to in my NumbEr 

2828 of NovembEr 25, 6 p . m. If thE SEcretary of tht Trtoaury 

would bt gl ad to rtcEiVE Mr . Purvis , the FrEnch ond British 

tlmbaaaodors in Washington wi ll b£ i nstructEd to oak t or tbt 

nppoi ntctnt . 

BULLIT'l' 
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SEcretary of StatE 

Washington 

2~28 , NovEmbEr 25, 6 p . m. 

67 
SPECIAL GRAY 

Paris 

DatEd NovEmbEr 25 , 1939 

REc ' d 7 :50p .m. 

STR!CTLY CO!I?IDE!"TIAL FOR THE PRESIDENT AND THE 

SECRETARY: 

DaladiEr rEOUEStEd mE thia aft ernoon to transmit . -
thE following writ t En mEssagE to you : 

"Paris, llovEmbEr 25, 1939 . 

ThE gEnEral arrangEmEnts bEtVIeEn Franc E and England 

for thE coordin!ltion of thE Economic war Effor t of thE 

two countriEs havE bEEn complEtEd. 

Th£ two govErnmEnts have agretd to appoint as 

PresidEnt or thE CommitteE for Coordination in London 

~onaiEur Jean Monntt whom you know . 

ThEy havE dEcidEd to creatE an Anglo-FrEnch Pur­

chasing Board in thE Uni ted States in ordEr to avoid 

all comoetition i n FrEnch and British purchasEs and to 

permit synchroni zat i on of thtse purchasEs with thosE 

or thE AmErican admi nistration . 

ThE tVIO govEr~~Ents havE agrtEd that thE PrEsidEnt 

of the Anglo-Frrnch Purchasing Board should bE llr . Ar thur 

Purvis 
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Purvis . 

Tbis organizat i on is the rEsult of tht oommon des i re 

or Nr . Chamberlain and m]self that the French and Bri t ish 

purcl~sEs i n the UnitEd States should be placEd and 

ExEcuted in such a manner that they should be synchronized 

with thosE of thE AmErican administration and that tht 

American Government should have constant information 

with regard to them and ahould insofar as poss i ble 

accord i ts cooperation, 

I thank you for the assuranc es which you were ki nd 

enough to gi ve mt t hrough your Ambassador in Paris that 

tht same sort of c ooperation which was given by your 

administration and in 9ar tioular by thE Procurement 

Diviolon of the TrEasury DepartmEnt to thE mission 

which was headed by llonsi cur Jean l.!onnct last spring 

for the purchas E or airplanEs might be given for thE 

collectivity or FrEnch-Bri t ish purchases , I wish to 

express to y~u tht determinat i on or Yr . ChambErlain and 

myself to set i nsofar as possible the same method 

appliEd to the French-British purcbaots to be made by 

tht Angl o-Frtnoh Purchasing Board , 

I am very happy that Ukt Yr . Chamberlain and my­

self you consider that cooperat ion with the American 

administrati on is the only method which will permit a 

solution 
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solution or thESE problema and I propoSE to arrangt Wi th 

thE Brltlsh GovErnmEnt that Mr . Pu.rvis who wlll bt ln 

Washington Monday £v£n1n6 Nov£mbrr 27th shall rEcEive 

the nrcrssary ordtrs in th11 arna r." 

BIJLLITT 

KLP 

• 

, 

Regraded Unclassified



J'IIOK& Aaer1can laba .. ,., Paria 

10.1 2829 

70 

I!RIO'rL'X OONPIDENTIAL FOR THE PRESIDENT AND THE BORE'l'ARY. 

Reference 1a made to •r telegraa no. 2828 of llonmber 

eG, 18~, 8 p .m. I n oonneotion with thie matter I vae 

liTan a IUpplementarr explanation b7 Dalad1er to the effect 

that vben he gan me thi.e meuege it vae hie wish to 

e.pbaa1ae the two following pointe: (l) that the abaclute 

determination bad been reached b7 the Frenoh GoTernment 

that 1 t would not llalte anr puroha.eu until it bad coae 
v1th 

to a complete underetand1ng/the United Statea OoTernaent; 

(e) that while the naming of Xr. PurTle (a Br1t1ah cltlzen) 

al head of the Joint Br1tieh-J'renoh organization had been 

agreed to b7 the rrenoh GoTernment, 1t vae the 1ntentlon 

of the rrenoh GoTernment to vatoh oloeelr the thinga done 

b7 t he Board and that the rrenoh Government would 1nalat 

that the Board'• act1T1t1ea oo1nc1de V1th the deelrea of 

the United State• Prea1dent. 

BULLIT! 

&AID 
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TREASURY DEPARTMENT 

WASHIIIGTOfl 

i l 

A. ..._,_ ))' 7ft ft'lr \be \depbne, 1 11a- ba4 a 
coat•...,. wUil Mr. liMe, Mr.~. Mr. 1Mle7 u4 Mr. -..oaetoa, 
rol>etiW.Uac tor Mr. Pieer. 

We ba- all acr-14 \bet 1a Ylft ot \be t&ct \bat \Ide 11 
U.. tin\ -~or t"-iac tor C&llo et.oe U.. 11&1' e\&r\H u4 aleo 
tbe tin\ Yl&n.rt law \be boa4 tlllcl, U YO'Glcl be better to 
coatlal tbie operaUoa to caoh 0Jll7, 1\ •• aleo tel\ U..t ,. 
prcbeb17 uecl liOn tiM \baa ou wU: be\wea tbe caoh otter1111 
u4 \be rehacl1ac otterlac altbO'CI&b -·• &etlY1t7 tor \be wU: 
tollowlDc tb• cae1o ott•rlac YO'Gl4 lDcUca\& wbat ohn.lcl be 4oae lD 
t.hia COAMo\1oa. 

!he ..teet lllprcYicl \o4a7 1a tbe law \racUJII, partlcnll&r17 
1a \be ana t~ 1~ oa, 10 _, \be 101111 tor \Ill paet \wo or 
tbn• c~q, ~bow a ae\ ot tro. J/32 \o 5/32 1ae\u4 ot ~ 7/32 \o 
11/)2. !her• -. YlrT llUla acUYl\7 1D U.. •tbt u4 IIPJIU'IA\17 
it 11 ~t ~~~~ Uae uaUl \Ide t1Duc1111 11 auo-. 

We all tHl U..t troo U.. etudpolD\ ot tba !rae....,. U.. 
bol14 Yltb \be OPUOII&l. call 4&\1 11 pnterallll u4 tbat lt 7011 
4ac14a \o hiM a boa4 ot \1111 cbaracwr, a ~ alu \o •lana 7Kr 
(4»1 Dloftlllr 15, 1950, callabl1 Decaaber 15, 19111) YO'Gl4 .. u oa 
abo>a\ a 1.~ \o 1 •• bade u4 YO'Gl4 o--' a praal• oa \be 
aatb\ ot 101 \o 101.5.. .. llr. 1Mle7 &14 \be hteftl •""' aM. 
Mr. liM• an all 1a iia'•\&atlal _, oa \be" Ji•lU aa4 prlou. 

A. 1 \oU J'O'A 1D -q ...,;,raa4aa et 701\IN&7, \be 'llub _.,..,_ 
17 proter a t.tlal••n.rt\7 clow; 70\ \be etroot - \o bo \&llr:lllc 
abo>at a ~ alae \o llafta 7eaJ' -· llr. Bo4187 tlpree \be\ a 10l 
.,.U (Juae 15, 1950) ~ llla4 YO'Glcl 1111 oa • bull \o 71114 1 •• 
40Ya w 1.~. Wiob ..-..14 _,. prul- of lOl.}fc~w 101.1.\1<("~ • 
llr . ... tlpree -· tbh fla4 •W.rl\7 ohn.l4 eel"i oa abo>at • 
1 ... baeh aa4 a ·• a pr.t• of lOl.}(~ftiob b 1a ••tuUal acn-• Yltb 1Mle7'• 1-r flpn. Mr!"ffau Mllih till\ be h 
oa \be low •14• aM. \be obaaoeo an, ae 1a \be paet, _, - 4atlalw 
•n.rtt;T ..-..14 1111 oa a- bltwr baell- ba baa tSCVM. !ha 
hteftl ••rn 1u1t of- Tort: flpne • a"'"'"""' ~I' -.11 
lie •• tb'q .. ,. .. , ct .... - ~' w - .. flaite •tnrlt;T clow. 
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'!be7 ticve \ba~ .u •••-TMr ea-au.e zt. 'boll4 wouJ.4 1111 oa 
a little beUer tbaa J/l¥f. PrHl•, 'blat &Uit tbat \hie h proba'll17 
oa tba low 1141. l 'lleline tllat lla4le7 h uarer np~ ae 01U' 

e:l!PII'ieaoe bae '111111 \bat' u. .. e 4et1aUe •tu.n~he ee11 oa a IIIIOh 

-~~r baeh tbaa .,. neve. Tal<iDC tba utiai~• 2-1/Zf. •tv1t7 
of 1948 aow oute•nA!JIC all4 proJectiJIC H iato tbe tu~ure. w cet 
'llltter Ulaa a O ... '"l'Oia~ p.-1- ae Mr. s.aa 11141oatee, wbiob h 
the baah tor hh 101-1/32 pnoe. 

December 15, 19lt8 aa4 Illceaber 15, 1950 (9-11 711") aa4 
June 15, 1950 (lot Te&re ) are all open 41~•. altboup e081 

outetiii41DC bon4e with earlier oall 4atll &114 la~r •mnt7-
•!Pt lap onr tba11 pe1'1o41 1t not taan up oa tba aarlieet call 
u~ •. 

l aa a~taohiiiC hereto tba latee~ 71el4 eheeh eubtdUe4 
b7 Mr, lla4le7 1114 Mr. Baae, wi\ll tbeee wo hiUie \bat l baft 
4hcuell4 aboft Mfte4. 

Mr. loUII .tu~ tllepbolll4 .. \ba~ tba tour cen~leMD 70U 

aeke4 to eee lloa4a1 801'111JIC will 'Ill here at tba boure 11141oaW 
b7 JOU, -11. Diecowat Corporation, 9 o'clook: Jiret ot lloetoa, 
9&30: Denne, 10 o 1olock; aa4 Ll"7, 10&)0 • 

• 

72 
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TREASURY DEPARTMENT 73 

INTER OFFICI! COMMUNICATION 

TO Sec ... tu)' llors ... \be. 

•AOio4 ' · H. lla4lq 

JOI:Qt!J,t!LJIQIDS 

Ottortac lla.rb\ 
llaturitr Co'cmo! I1!l! lll21 l£12! Pfsiw 

&-1/2 ;roaro 1.-3/.,. 1.62 100 101.1 1 ,,. 1/32 
(6/15/4.8) 1.64 100 100.28 28 32114• 

9 ;yoaro 1-7/ Bf. 1.70 100 101.14 1 p \ . 14/321141 
(12/15/48) 1.72 100 101.i 1 p \ . i/32Db 

9 ;yaaro 3 - •· 1•7/ Sf. 1.73 100 101.7 1 p \ . 7/32 
(3/15/49) 1.76 100 101.2 1 p\. i/32 

9-1/2 Jl&rO 1-7/fl/, 1.76 100 101.3 1 p\. 3/32 
(6/15/ 49) 1.77 100 100.ai 29/32D4o 

9 7•-&n ' ••• 1-7/ Sf. 1.78 100 100.a> 30/3a.do 
( i / 15/49) 1.80 100 100.21 2l/33Au 

10 70&1'0 3 -·· Ill' 1.82 100 101.22 1 p\. 22/32 
(3/15/rtJ) 1.85 100 101.13 1 p\. 13/32 

10 paro 6 -•· 2f. 1. 85 100 101. 14 1 p\. 14/32 

(6/15/rtJ) 1.88 100 101. 4 1 p\. 4/32 

11 7&arl aft 1.89 100 101.3 1 r· 3/32 
( 12/15/rtJ) 1.92 100 100.31 36 331U 

11 7ro. 3 -•· 2f. 1.i3 100 100.23 23/3a.Ao 
(3/ 15/51) 1.16 100 100.16 16/32Du 

12 JH. •1/ fl/, 2.00 100 101.11 1 p\. 11/32 
2.04 100 100.21 at/3111b 
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G'HtN '?1M 
OftorU& Jtara\ 

Matyi\z Coppog n.ta Pritt lr19! Pr!N• 

'* - lot 7"· - 1.12 100 l Ol,lt 1 pt. 1 .. 
(6/1&/ ... PIJ) l.M 100 101.1 1 P'· a/aa 

i- g - \1 ~·· • 1. 86 100 101.& 1 pt. &/33 
(12/1&/ ... PIJ) 1 ,88 100 101. 1 pola\. 

9i- lli ~·· ~1/ef. 1~10 100 101.30 1 pt. 'JIJ/32 
(6/15/, 9-51.) 1,93 100 101.22 1 pt. 22/32 

91 - ut ~·· ~1/ef. 1. 9& 100 101.35 1 p\ , 35/33 
(t/1&/,9-61) :t.ll 100 10l.l'r 1 .,.l'f/82 

1~ - tal~·· 
~1/ef. 1 P'· ~aa (3 15/PIJ-'63) 1.91 100 101. 12 

2.00 100 101. & 1 p\, &/ 33 
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:&ats.-.w4 prlo .. • pnpoH4 !reUUJ lloe4 

(Jiaela of 411.081 .. lllb, lloYOIIIMr f~) 

2 porooat oCNpoa 

9 - 11 r•ar• 
(11110 12/15/50. 
opUoul 1i!/i5,A&) 

9-1-A - 11-1-A roari 
( 11110 3/15/53.' 
opUoul 3/i5A9) 

10- 12 roar• 
(IIIlo 12/15/51, 
optloul 12/15"') 

v 1o-112 ,..ar nua -.nnv 
I' (IIIlo 6/15/50) 

' ' s na14 baala s 

' 

1.97 

101.0§ 

101.00 

100.09 

~•8111'1 Dopart.at, lllrtaln ot Reaoareh all4 stauau ... 

JoYo.._r 25, 1939 

75 
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JMIIUC.U COJSUU!I 
K&aoi, ID4oehina, l o•oaber 25, 1939. 

S..bjoct: 'tho CL'.obaJI« Rod not rea47 tor 
!!'rattle to China. 

Tho Ronort\blo 

Sir: 

!ho Secretary ot Stato, 
Waabington. 

I han tbo honor to refer to rq doopatch no . S of October 20, 
1939, in ropri to tho Caobong road ao a poooible routo for tho 
tranOJ)ortat1on of oupp11oo to China, aDd t o rq doopatch no, 16 of 
liovember 24, 1939 . in resard to tho poooibly l.&al.nont capture of 

Nanning by tho Japane•• an~ the con1oquont looa of tho Dons Dans­
llanning road a• a rou to of tranoporte tion to Chine, According to 

recent inforation tho Caobans rod h not rea~,. for co-r cial 
traffic and it is ootl.al&tod that tho road will not bo re&47 for 
auch traffic within froa 5 weeks to 2 aontht. 

Imme~iatol7 following the Japan••• ad.anco on Janning and the 
clooing or tho Dong Dans-Nanning ro•d to commercial traffic , a nwnbor 

of per•on• interested in tranoporta tion pr oceeded to Caobans and froa 

!.here 1nto China for tho purpoao of dotondning tho po"ibili ty of 
ut111a1ns tho road for tran•portetion to China. Included in thio 
group wore ohippero of potroloua products, Chinese connoetod vi th 

Y&riouo tranoportatlon o.conciec, an~ French offieialo connected with 

tho Indochina Kiniotry of Public llorka and v i th t bo railwayo. 

!'he following io a do•cription of tho Caobang raod. Tho oootion 

from N&chaa to O.aobang; 105 kilo~ter• in length, io sood , with a 
~<et&lled ourtac• and no briclgeo and torrieo. But a t Caob&Dg thoro h 

a ferry capable of hsndlins only a grooo weight o! 2 t ono. Tho ooction 

from Caoba.nc to 'fran !han Pu (Cimngkin«fu), about 6o ldlo:.etera 1n 

length, h fairly good, with a l!letelled 1urtace and a IIWibor o! aaall 

bridge• whi ch will·ha•• to be replaced, The road l • r • ther narrow an4 
winding and can be uood only by one "Sf traffic. Tho ooction !roa 
Tran ihan Pu to 'tho f rontier (Bgok Hui), 27 klloaetero in lensth, io 

otlll uDder conatruction, tho aurtaeo ie not co t allod and one t.portant 

ori~o will han to bo replaced, The ooct1on !roa tho frQJ>t1or to 
?l:>g:::a , about 120 ldlo:r.otora i .n lonsth, h e xcellent, tho mrfaco h 
oo1101- .. tallod alld capable of bandliDS a groeo weipt of 5 tono. Wbilo 

two roado from Pillgllll. northward• a re under const ruction (o.,. to Boehl 
and ono Yi& Poeoh and Lohli to Annam) neither one are co~~plotod 8Dd 

it io e1timatod t hat tboy will not be co=ploted before Karch 19~• 

!be ropruentotin of tho K11101ot ry of Public llorko 1o undoretoed 

to baye ootiaatod a period o! at leaot 2 veoko before com:erciel 
traffic can bo routed oYer the Caob~ road bnt otbor 1••• optiaiotic 

oboernre are known to ban eotica ted a po,.lod of a t lout 5 vooko t o 

2 aontho 

7S 
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2 ..,.\lla. ftoo• - oll.ernro odlate *' \lie •rl•• \rattle 
tll&\ tlla C.Olluc roM- !teaflo. 'll!tea tM I'OOOMW..'i• h 
co"Pl•\o&• h approzla&wJ, ~ ...,. ... WM -~.or -\1111!4 
tho pro••' oapaol\7 of \!te Doac ,, ........ ,....,_ 

It tho J....,.. .. oo\olllloll \!teeoolno a\ •--•• u4 NOoUb'Det 
the alr nu. at \!tet olv. u h pronMl t!tet tho Caolluc rooi4 wtll 
bo aubJoo\04 \o tlla - 4a1lT bolllllDC the\ baraooo4 tho DoDC ~ 
lanniDC roa4 a liA Mcoualta\04 trattlo oaJ, d alpt. !be Olltlook 
for tba Caob&DC roa4 •• a MJor oourcoo of IIIPJIJ, to the Cblao• 
latloaol Oonraeoat h thanforo far froa opUahUco, al\bcnl&t> 
tlleorotlcoallr lt m&7 become an lepor\ant \rattle coator. 

CJU.IIDS S, Jill) Il, 
Jaorlcaa CcU'O.l 

Orlclaal aliA 2 copl .. ,. \lla hpar\loeat 
Ccp7 \o laban7, Cbvnclc!q 
Cop7 to ~·IQ', Pelplq 
Cow t o Conoul& to, Salpa 

CSihcor 

11 
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(COPY t Jl tiiJJ:) 

.Ur Mall .AICERIO.U COISlJLAD 
JI&Doi, Illllocbha, IOTftber 26, 1939• 

Io. 111 

S'<lbJectt 1Dcreue4 J'Hlpt Ccpaclty of l'wiDu 
ll.all "*T of lloportanoe t o OhlD&, 

!hAl Hoaor&ble 

Slrt 

file Secretar.r of State, 
Vuhillf;toa. 

I haYe tbo hoaor to refer to ., doopatch no. 16 of Ioyombor 24, 
1939, ia rocard to the then apparentl7 iMminent capture of Iannlac 
by the Jepueoo aD4 to the possible lou to the Chl11111 IatloiiAl 

Oon.,.ent of the YltallT illpcrtut Doac ~annlac road. fbi 

pooalblllty of utill•lDC tho Caoball& tor t he tranSpOrtation of 
aupplleo to ChiD& vaa the aubJoct of ., despatch no. 17 of IoToabor 
25, 1939· !ho rail"*T to TWlliAD it now the subJect of 1ueatlgaUo11 
aa a pcoolble meano of tranopcrtatioa to OhlD&. 

'l'h&t rail~ it aow UDdoratood to be meldng arr~aeato to 

incrouo lta fre~t capacity. fhe pruoni .oathlJ' tOJlll80t" &nracoo 
at about 10 thcua&D4 toDO. lly uoiac trelg!lt cara froa tbe IUDaiJIC'o 

Sultu r&ll~, locomothoo b elc.ngtac to t ho Dong Denc-Jfa=tac ran..., 
(botb rall~o boin& UDder conotruction and not in oper&tlon) , and 
rolling otock not 110w aeodod for tbo Baiphoac-Do"C D~ rallW&T 
(bocau.e ot tho cloai~~& of tho road to Nanalnc), it io ootlmatld 

that the capacity C&ll be doubled. l17 bulldi"C additloaal oldiDCO 
and run..i"C traiu at Dipt, it 1o pooaiblo to add &~~other 5 thouoand 
tona to tho 110nth17 capacity. 

A .,...ber ot obaorTera are, hoveTer, not ontlrol7 optlmlotlc in 
thlo reapoot, doubting whether tho arra~~gemonto will bo carried out 
coiiiJ)lotol7 and o:zpodit i oual7 &~~d atroaol~~& the tact that tho TUDM.Il 

rallvar la oftea 1Doporat1Ye bo~o ot l&Ddalidoa &ad other aiahepa. 
I bollno that the TWIDaD rail..., will aubotaaUallT lncreaoo ita 
moathlJ' to"""«" • pcaaibl7 to 20 t houoand tona, whlcb ahould bo ot 
•torial Y&lue to tho Ohlnoae Iatloaal OoTer11•nt. Ill thla CCIIIllOCtiOII 
I nature to add that tho lronch in Illdochlu appear to be cooper&tlnc 

with tho Oblnoao ln a aolution of tbo tranOpOrt&tion quoatloa. 

file quoatlon arioU, howeTer, &I to tho arraoc .. onil wbicb C&D 

be ...,_. &t IUDai~~& to ba1141e thla u..preollllentod nov ot cargo by tho 

rail.-;,. Cortah c...,.ntatoro bolleTe that tho reoult v11l be a 
CO"C'ItlOII of frelpt at Innaill& lilte that at Baipbo"C• 

OrisiDal. Nld 2 coplea to t he DopartMat 
Cow to llabu17, CI!Qa&l<lac 
COJf' to Z.baaay, Pelpiac 
Copy t o Conoulato, S&lcon 
1115,11 CO: cor 

a. apocttull7 your •• 

ClWILIS S. RDD II , 
.borlcan Conoul 
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IIC 

AMICRICAN E!IBASSY 

PARIS (FRANCE) 

1447 

RUSH 

TELEGRAII SENT 

POR THE AMBASSADOR 
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GRAY 

NOVEmb Er 26, 1939 

Noon 

Your 2830 NovEmbEr 25, 7 p .m. Thc SEcretary of the 

Treasury would bt plEascd to rEcEive Mr . Purvis a t three 

p , m, Tuesday, NovEmbEr 28th, 

EA : FEIS 
S : JFS 

!fULL 
(JFS) 
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BMJr: 

Cy 
Upham: 

!1!4Jr: 

U: 

HY.Jr: 

0: 

IIMJr: 

0 : 

ID!Jr: 

U: 

ID!Jr: 

!J: 

!!'{Jr: 

IJ: 

IIMJr: 

How are you' 

Fine. 

I got that memorandum that you sent to Mre. ~lotz. 

Well, I d1dn 1 t ••••• • 

Tbat 1 e all rigbt. I don 1 t know 'llllat all the tire­
work• are about. Let me tell you tiret, at my 
reoolleot1on - )'OU remember 'llllen I asked you to 
oome 1n that afternoon! 

Yea, air. 

About a oerta1n man and h1e borrowing! 

Yea. 

At that time you told me tha t at one ot these meet­
ings Mr. Hanes had said t hat he ' d consider t h1s 
Deoember l~th a "Gentlemen's Agreement•. 

Yea . 

And I aa1d to you, •I don 't belieTe Ha.nee eTer said 
that. . And .• ••••• 

You told me that )'OU had uked hill point blank and 
he had denied 1 t. 

Oh, now that's 'llllere t he -- walt a minute- that's 
'llllere the oontuaion 1a. Yait a minute, I said, 
"I don't belieTe it,• because I had aeked h1l!l not 
about this meeting - - I 1 Te had no conTereation with 
Ranee. I neTer knew it until you told me. I had 
asked him - oh, two or t hree week• ago, several 
w.eke ago -- in tact, before I vent away • •• .•• 

Oh, I see • 

80 

••• ••• Whether he oonaidere4 --I wanted to ltnov Whether 
he ooneidered that meeting waa a bin41ng meeting, and 
he aald, • Poa1tinly no. • I aeked h1a that -- I'• 
quite eure I made -- I thi.nlt I made a note ot it; I 
oan look it up. I aeked him t hat question before I 
w.nt to Arizona. 
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I eee. 

So vben you told me thie, I deoided I would not 
repeat it to anybodJ, and didn't. 

Well, t hat'• - - I -- I ••..•.• 

Nov, vait a ainute . 

I didn't have any idea that you did. 

Vh&U 

I didn' t haTe any idea t hat rou did. 

, 

no, I didn ' t repeat it, beoauee -- I ' m making it eaer 
t or 70u • •• ...• 

Yeah • 

•• • ••• and you oan make it eaey me. 

(Laughe) 

I eaid, 1 It I tell Ranee that Upham eaid thie, I 
vill get Upham i nt o hot water agai n and what ie the 
ueet• 

Yeah. 

So I nenr brea thed it to another 11T1ng eoul. 

Vell , I didn't han any idea that rou did, Hr. 
Hr. lforsenthau. 

llo , but vbere did Ranee get -- Who -- hov did Ranee 
get etarted on all ot t hUt 

Oh, I t old the Oo~~ptroller. 

Vhyt 

An4 the Oo~~ptroller told Ranee. 

!low Ya1 t a ainute. Jar that again. 

On laet •••••• 

81 
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IIMJr: 
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You told the -- arter JOU went out ot tbU roo., 

Ob, yea it was - - it wae Friday. 

You told the Ooaptrolle11 

Yea. 

What did you tell hi11t Now, be Juet ae trank with ... 
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I thought this -- I t hought tbU IHIIOrandua elq)la1ns4 
it. 

No. No, JOU don• t -- you don• t aay 1n there at all 
vb.at you -- you -- your 11e110randua - JOU r ead 1t 
again -- you wr1 te 1 t aa though the person that -­
that I knew all about 1t. !here'• no~ng in the 
memorandum to tell me vb.at bappened. 

Ob. 

Now Just giYe it to me. 

Oh, you aren ' t in on t h1e at all , Mr. Seoretary. 

Well now, what -- vb.at • ••••• 

Ah. • •• ••• 

After JOU lett •• • •.•• 

No , that wae a forgotten ino1dent and t hen -- JOU 
don ' t figure in t h ia at all. 

Yeah, but 'llbat bappened' Vbat did JOU" tell the 
Ooaptrolle11 

I think on Friday I wae talking to the CSoaptroller 
and he aaltsd ae, 1 Now - - now Oy, 1 ha aaya, "I• 
there anything 1n all thU tranaoript that I ahouldn 1 t 
baYe done or that I ' Ye done wrongt 1 He aa1d, •Juat 
be Yel'T frank with me tnd tell ... • And I aa1d, 
1Vell • .• ••• • 

Wal t a s1nute, Or, I haYen 1 t got a Vbite light. 
Let se Juat ohange •••• • 
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ID!Jr: 
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HHJr: 

u: 

lll-!Jr: 

Operator: 

!!Y.Jr: 

0: 

ID!Jr: 

TJ: 

li].!Jr: 

0: 

!lMJr: 

Jl!.!Jr: 

U: 

O: 
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J\lat get a vbatt 

Vait - - I ' • at the Treasury. 

Oh. 

Just a moment - wait a minute. 

.Ul right. 

(Brier pause. ) 

Wait a minute. 

Operator. 

Vill you fix it eo I haTe a white light, please' 

All ri.ght. Just a aeoond. 

(Brie! pause.) 

Ia t h& t all right' 

No . 

No. 

No light at all. 

Vall , Just a second. 

What-- t here's a eeparate oord there, ien•t there' 

(Another brier pause.) 

Hello' 

Yea . 

Ie that all right no"' 

Ko , there are - - do you know vbioh cord to uae' 

I -- I ••• What you mean. All right, one eecond. 
I ' ll haTe to call Mr. Upbu back then. 

Yell, euppoa1ng you do that. And uae the -- 1en•t 
tbare a tb1clt and a th1n eord tber., 

e3 
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Yea, there ia. 

Yell, I want that cord. 

All rigHt. I ' ll oall you rigbt baok, Mr. Morgenthau. 

Thank you. 

All risttt. 

(Break in conTeraation while operator called Mr. 
Uphaa back.) 

Hello. 

Well, thia ia what happened. I told the Comptroller 
that I thought he made a mistake by having a meeti ng 
with the Oianninla without hie ataft and without a 
atenogre.pher. 

Yea. 

He knew that that•a the way I felt about it becauae 
I had told him the aaae thing laat -- a year ago. 

Yeah. 

So - - aa illuetrat1Te of that I aaid, 1Mr. Mario 
Giannini aaid 1n Mr. Folger'• rooa that during that 
meeting Vhen there vae no atatf and no atenogra~er 
present, v~. Hsnea had reaarked that ot course the 
Deoeaber 15th progr• vu an agreeaent; that Vb1le 
it migbt not be legally binding, 1t vaa morally 
binding a a a 1 Gentlemen 1 e Agreement 1 , 8-nd that ve 1 re 
all gentlemen.• 

That'•- Ranee eaid that' 

Yea. Vall, I -- I ueed that ae en illustration of 
llbat t hey can aay it TOU han ~et1nge that aren't 
recorded. 

NOv , Vho told you that' 

Oh, I don' t remember Vhe ther 

Oh. 

.. 
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One or the other. 

You veren•t preeent at that' 

No, I vas not there. 

And 1t vaen•t Folgert 

No, I 1m sure 1t vasn1 t Folger. 

I see. Well • ••..• 

But I don't th1nlt that maltea any d1tterence. 

Mo , but nov vhere do I come 1nt 

But IIbera do I come 1n tbent 

You don't come in a t a l l . 

But I understood thet the point vas that - - that Ranes 
said that you shouldn't have told me t bil. 

Oh, no. Oh, no. No. 

Well, I mean, I •••••• 

The Comptroller-- no, you don ' t figure in ~ie at 
all, Mr. Secretary. The Comptroller vent ~peated 
'llba t I aa1d to Mr. Ranee. 

Yeah. 

And Xr. Ranee sent tor Fole7 and Sherbondf. 

Yeah. 

And told them, and then the7 - - Donald vae verr much 
upeet because Mr. Delano told Mr. Ranee that 
Sherbond7 told me. And I thought I better clear it 
all up with Mr. Banee and eay ltbat - Juat exact11 
llhat I did tell the Comptroller. No, you don't 
t1gure 1n tb1e at all. 

Wel l , I -- I got the 1aprees1on trom Mre. rlot~ that 
rou told her llhat Bane• wu up"t va• that 1011 had 
told •• th11. 
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Oh, no , ~o, I don't think eo, No . I was talking 
to Mrs. Klot~ on t he baeie ot -- ot what the mystery 
to me was how you had t ound out about this. 

Well , you told me. 

Well, but -- you see , I mieunderstood apparently 
what you said to me. I thought when I told you you 
eaid, •well, I asked Hanes that point blank and he •..•.. • 

I did • . . . . . . . . . 1t. 

I did, 

I t hought you were talking about this particular 
session. 

No, 

Well, then that clears it all up. 

Well, again referring to Mrs. Klotz. Didn't Hanes 
tell you not to take stories baok to me ' 

Oh, he has in t he past. Yea, a year ago. 

But I mean, . did he do it this timet 

No , no- ~.r . P.anes hasn't had any discussion with 
me at all about t hle. I hann 1 t e4ten hlm, 

Well nov • ••• •• 

You see , I sent him a me.orandum. 

•~. Well, when I told you that Hanes had told me 
thle and I had asked 1t that wae - - I think betore 
I went west, and when you told me this t hing the 
reason I denied 1t so tlatly on behalf of Hanes was 
because I had asked him po1nt blank, I don't know, 
three weeks ago - a month ago -whether • •• ••• 

Well, there'• Where I m1eunderetood you. I thought 
1t wae th1e particular etatement. 

'l'hat I knew about H 1 
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Yeah. 

l!o, Md when :rou told 1t to me •••••• 

Yeah. 

• ...... I thought it over, and I 8a1d, 1 Nov, vhat• a 
the uae! Once betore I repeated something that 
Upham had told me to Hanee •••••• • 

Yeah. 

• •• •.•• and there va8 all th1a row and vhat•a the 
uee getting you into hot water again. • 

' Yeah. 

So I never repeated it to anybody. 
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Well, Hanes denie8 1t this time too, that i8 he aaya 
he never 8aid 1t • ••• •• 

Well, vhy •• •. •• 

•• .. .. t,o Mario . 

lihat!a that! 

Re aaya he never 8aid it to Mario. 

liho aaya so! 

Ranee. 

Well , what ~88 he 80 upset about! 

Well , I th1nk he vaa 80 upset to think that anybodJ 
would repeat to .a eome reaark about what he had eald, 
Vhioh vaan•t true. 

Well , but even eo he-- let'• aaJ - - i a he - - waa he 
upset at the repeating or at the remarks! 

I don' t know. You eee , he hasn't had any d ireo• 
oontaot wi th ae. 

Ob. Well, Juat in oaee •••• • 

You aren ' t 1n it at all. 
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Yell , then I•m not going to eay 
at least I don•t think I will . 
on it. 

Well , I ...... . 

But that , •••••• 

anrthing to Hanes, 
I want to aleep 

• ••••• --I' d Just as soon you didn't. 

Well, I -- you ' d Just ae soon I didn•tt 

Yes. 

Yell -- because no one except Kra. Xlotz knows ot 
my conversation with you •••••• 

Yeah. 

• ••••• the other afternoon or t his evening. 

Yes. 

Beet Nobody knows it, because I said, 1Wbat• s the 
ueet• Because I do want to know things when they 
are important. I've told you the inconsequential 
things, we'll let t hose go by, but the important 
t hings, I do want t o know. 

Yeah. 

And I do want to feel that you can come to see 
me or anybody else can come t o eee me a t any time. 

Yeah. 

Whether it•s you or Sherbondy or t he doorman. 

Yeah. 

I mean, it you don't mind the trio. 

(Laughs) Not a bit. 

!he trinity. 

!tot a bit • 

ea 

.Ul r1Sht. Well that -- that'• the way I teal. •o, 
I -- I UD4eretand it nov and I can aee 'IIbera you 
tbo~t that I h..t beaM about 1t lletoN, but I 

ba4ll '· 
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Yes. 

But this idea that people can•t come and tell me 
things is all wrong. 

89 

o: Well, I think Mr. Banes also feels that I should not 
have sent the memorandum direct to him, that I should 
have sent it to the Comptroller or through the 
Comptroller. 

H.li.Jrt 

U: 

B. !l. Jr: 

U: 

B. U.Jr: 

U: 

B. Y. Jr: 

U: 

H. loi .Jr: 

U: 

B. Lt .Jr: 

0: 

H.!! .Jr: 

Oh well -- listen, all that is very nice if every­
body lives up to it but -- but who lives up to it? 
I mean, everybody slips every once 1n a while. 

Well this is a very petty matter that doesn ' t 
need to bother you, I say. 

llo. Well , I got 1t tonight and I - I thought, "Well, 
why not find out what itls -what I had was the 
impression- there ' s no use goi ng all over it again­
was that Hanes was upset because you had told me this. 

No. No, I don ' t think he - I don't think he has 
any knowledge that I ever mentioned it to you. 

Well , I think that that column of Pearson and Allen 
helped. 

Yeah, that was very good. 

Yeah - yeah. 

Incidentally, Jetty was 1n last week. 

Oh, was he? 

And they tell me that he is Ji!IIIY Roosevelt' s attorney. 

Yes, I think that ' s right. Tbat•s right. 

I didn' t know that . 

And so what? 

I didn' t know t hat befor e. 

Oh sure, sure, 
out all right. 
latest adviser 

sure. And - this is going to work 
I ' m not worried a bit . You know the 

I have, don ' t yout 
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'lfell, I beard Dean Garrleon vas bere. 

That•a right. 

I • • . • .. 

That•a rlgbt . We l l, between Garrison and Landle , 
and Greenbaum, and t he t hree b1111kera, I think I've 
gotptenty or advice. 

(Laughs ) 

'lfbat? 

Ye a , I t hink you've got p lenty. 

Yea, and good advice too. 

Yee . Yea, I thlnk ao. 

Yeah. Well , ve•ll shortly have to make up our 
mlnda and once -- whatever we do then that • a over. 
Nov that other thing, getting the brother's borrow­
ings, are you tBk1ng oare of the t t 

I haven 't the answer to that nov, I ' ll send 1t in 
to you in the morning. 

You ha ve the anevert 

Well, yee, I have as muoh ot an answer ae we can get . 
It1 e very lnconclueive. It vae refinanced; 1t vae 
taken out ot t h e ooaet bank and put in Irving fruet 
Coapany. • 

'lfell • ••••• 

About two -- well, in 1936. 

Irving Truet 1n !lev Yorkt 

Yea. 

But I think the interesting thing would be to get 
the date that the original thing vae aade. 

I ' m not eure whether I have that. 

Well, because then we -- then we oan f ind out -- well, 
I think 1 t• e 80at iaportant. 
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Yeah, 

To get the date. I thought ve had the date, it vaa 
' 3~. 

I t h ink ve do but I'm not eure - Juet reoalling 1t. 

Yell then we would look up the t1118 that that fellow 
oame down to help me. 

Yeah, 

You eeet 

Yeah. 

I t 1 1 o•er at the I r Ting 'l'ruet nowt 

Yeah. 

.· 

tlell, don't t he:r -- don't they han t o put up collateral 
ther e? 

Yee, I auppoae they transferred the aame collateral. 

Is that a national bank' 

No. 

Well, oould ve -- do you euppoaa ve could find out 
about itt On an income t ax baeie, ;rea. 

Well , t here are vaya, I guaaa, tba t Irey 1111gbt han. 

You bet. Yell nov, llaten, old man, tbie -- th is ia 
nothing to worry about. '!he only t hing to worry 
ebout ia hov long !e 1t going to take .. to lUke 
up 111 1111nd vha t • e ri gb t and wrong on the Whole 
bul1n8llo 

Yee , that'• -- that'• the only iaportant thing, 

Yeah. And I et1ll 1ay that :rou and Delano v111 tell 
v!ll be boalting to your grandchildren about it. 

(Laughs) '!hat vaa a ll!p. (Wore laughter) 

'!'bat•• all right. Rov do I ltnov he doesn't han an:r-rL 
ohildren' 
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u: Vell, I don't either. 

I!MJr: Ul r1gbt. 

U: (HeartJ laughter, ) 

HMJ r: O, X. 

U: Good night. 

HMJr: Good n1gbt . 

92 
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TREASURY DEPARTMENT 93 

INTER OFFICE COMMUNICATION 

•..ow Ill'. Cochran 

llr. Ltro:r-Beaulleu, J'io.anei&l Cow>tolor of tho J'renoh lmbaooT, telephoned 
"" at 11100 o1clooll: t hh 110rnlng. He anted t o lmow 1t ,. had been ofticlall)' 
infoi'IIOd of tho appointment of llonnot ...,d Purrlo, I told hi• that "' bad re­
c•i•ed a ... _,. laot wok: anticlpaUng ouoh a 11t-11p, ao I had eontid.onUallT 
&c1ri11d Ltro,...Be&v.lleu laot J'rid&T, bo.t that w had not )'It recoind ott1c1al 
conti...ation of tho actual appoi ntaento. Ltro:r-Beaulieu oaid tlat neither be 
nor Plnalllt had rocoind &n7 official 1101'd on t hio point . He aaloed • t'tlrthor 
1t I coul4 cOAtlra the preoent report that Bloch-lain• • • to head tbe Joint 
J'reoch and Britioh Pnrchaoing Coudaoiono in Canada. I told ba I lme• aboo­
lute17 not h1zl& of thia, . e.u:ept that I bad aoen 1t .... uonod in one at t hh 
aorn~1 1 ne .. pap•r•• 

I ratorrod to Ltro:r-Beav.lieu' • requoot of J'rid&T for 1nto...at1on aa to U. 
officlalo in .. ohington to whom he ohonld turn f or lntoroation on certain 
quootiona. I into.-od h1a that Ill'. Cairno, L~l Oounool for tho Ouotomo 
SerYi oo, •• tbo official who could anowr inquirioo in rop.rd to ahip.ent and 
olearanoo of .. por\1 froa thio OOlUltrT t o J'ranco, I aiiAed tlat general quea­
tiono OOIIing under tho Jloutr&litT Law ohould be tall:on up with llooara, Barlo 
and/ or Bac>II:'O'orth in tho Department at St. to. 

llr. Ltro:r-Baauliou ruin dod • of bh intereat in aooing Under Secrotar7 
Ranoa, I opoll:o nth llr. Hanoo' aocrotar7 and tre.natorrod tho c>all to hla. I 
later tol4 lira. nota that llr . Ltro:r-Baalllhu -· in town, ..... inquired llhothor 
the Socrotar,. dool.rod t o ••• hia thio afternoon. 

lira. nc>ta later c>alled ao 'baclr:: and I than told llr . Lero:r-~eu that U. 
SecHtar,. oould r .. oln h1a at luoo o ' clock on !I!AodaT afternoon, prortdod 
Ill'. Ltro:r-JI....Uou plano t o ota;r OYOr t hrougb t a.orr•• • llr. Ltro:r-Beaulieu 
accepted thlo ~pointaont. U •• f0111114 I.Jtpooolbla, ho•nr, t or Ill'. Hanoo to 
recoin llr. Ltl'O:r-:J....Ueu todq, and I lnto.-od the latter Aecor41ngl7 at 
1!100 o 'clock thh afternoon. At thio boar, Ill'. Ltro:r-:Joaullou aall:ed 1t I eould 
recoin hla thi o afternoon around 11130, and I replied in tbo aftl...atin, 

llr. Ltro:r-:l•nlleu called on ao at 1!130 t h1o afternoon. Iince ha •• aorol7 
lnquiriDC about tha quootlon of llaloon batft.., parcllaoiDC •-loolono and thlo 
llo•-.-t , to ldlioh I pl'oahl! h1a an anowr ohort17, he dooldod not to ..-,. 
oYer toaorro• afternoon, Oonooquont l7, hh otppointaont hao baon G&l1coll&c1. 
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TREASURY DEPARTMENT 94 

INTER OFFlCE COMMUNICATION 

DATil lfoyeJibe r zr , 1939 

'l'be foreip oxoh- llel'Dt waa qutet al~ tho turl>at"or in oterl1Jlc 
vaa £Ood• In Jiew York otarl1Jl& opoDOcl. at 3,91. .About 1114.-llol'lliD& ~. rate 
doclinecl. t o 3·90..7/S. Sboril.T ~ereafter tho rate bapn to illp.-e eJl4 4nr1D& 
tho late af\erlloon, it re..,- \ha hip ot 3·92-1/4. J.t tha clo" \ha rate 
vao 3·92-1/8 bicl. tor a Pall aiiOUJlt ot oterUDC• 

Saloo ot opot aterliD& b7 \ha tour roport1Jlc b&Dlco eJl4 tho l'ecl.oral !! .. one 
BaJII< of !lew York totalecl. ~.000, troa .- t oUCIViD& o.......,.,, 

B7 co-.rcl.al OODOer'll8• ••••••••• • • • ••••••••••••••• •• ••••••• •••• •• ·• Sl.()()() 
B7 foroip b&DII:a (l'ar Kaat eJl4 ~) ••••••••••••••••••••••••• , •• , 372,000 
B7 JM.bi •. Bk. of lf.T. (!'or l'orwq) •••..•.• •• • .•.... •. •••• .••• • •••" 50,000 

!otal ... l 503 ,006 

Purchaooo ot opot aterlint; oaountecl. to 1,344 ,000, aa 1..Ucated bolawl 

B7 oomercial ooncema •••••• •• • ..•. •• • •••. ••• .•.•...•.••••••.•••• · ' no>,utlQ 
B7 tor•16ll ballka il'ar J:aot, Jlurope eJl4 South J.aorlca) ... . . ..... ... 'i''-il!n 

!rotal •• 

J. co"1)arholl ot oterli~~g tranaactiooa liOIItiODecl. 111 tho roporto for tho paat 
throe da7a, «1 ... • oo110 1doa of the UDCer\a1Dt7 ao to tho ouppJ.T ot u4 doaaul for 
otorllDC• Laat l'rldq, purcha8eo ot opot oterllD& axooecl.ocl. tho aaleo 'b7 loilo6,ooo, 
011 Saw.riq, purohaeeo ott .. t aaleo, u4 todq, oaloo e:aoaecl.ecl. pnrcha.eeo 'b7 
~59,000. 

Cot toll billa totallDC io21,000 wore oolcl. t o tho Br1 Uah Coll\2'<11 at ~o ottioial 
r ate ot 4 ,02 b7 \ha followiJic roport1Jl& b'!Dkol 

iol.O, OOO b)' \ha llatiollal Ci \7 Balik 
a,ooo 'b7 t ba Oaar&D\7 ~ot Colfllaq 

soJ· OOO b7 \ha Ollue •auollal :Balik 
,006 ~.w 

b o~or i111p0rtant carrucloo olooecl. aa toUawu 

l'roDGh fr&DOo . 0222-1/4 
0111ldora • 5309-1/2 
Swioa fr&DOa . 22'4}-l/2 
Beloe .1~ 
C.....U&D cl.ollara 13-'5/W/o di_..t 
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l or \be put tw ilqa \be raw tor U.. Ch.l»aa ,..... roceUd, .- \o4q 
1\ , .. qao\84 at ·07-13/1¥ 

Vo oo14 $1,5()0,000 ill colA \o \he 0...\ral li.U ot .VpnUaa 'llhl.ab , .. 
o44o4 w 1 h ~-ad. aoooaat at \he ~ral leao...- llaJik of lw Tori<. 

Vo pw-obuod \U tollOY1ac -" of colA troa t.ho oanarad. accCI'<IIlh ot 
t.ho baDko 1ll41oaW41 

$2,000,000 troa U.. JloU..rlool4a llaJik 
froa \U laUollal li.U ot ll•lci­
'!otal 

!rho li,I,S. cablod \o \U locl.oral 11101...- llpk ot Iow Torlt \o ~lT tor a 
Uconao \o traaotor ~ro:daaw}T $562,000 1ll p14 •troa Ho AcCGmlt 12 \o He 
Accou\ fll, AcCO<Uit 12 1o u.. B.I.S. 1o """ aoOO'Gilt, &1111 kCG~Dtt f4 1o colA 
OWDo4 'b7 \be C.a\ral llaJik ot !arlter· !bla \raaoao\lon .-pro01a\a \be aalo of 
cold 1>7 u.. B.I.s . \o !!lorloo7, ldlicll . 1o, 1ll tura, ho14 'b7 t.ho B.I.s . aa 
colla\aral for -ro1al orodHo Cl'allW4 'b7 1 t t o \be Central llaDk of rar1oo7, 

!hoo lodorallloaarro BaJik ot Jloy Torlt ropor\84 \o ua \he t ol loVuc ohipMn\a 
ot 61>ldl 

$1,688,000 troa lld\aorlalld, oh1ppod 'b7 \be la\lollal Bpk ot 9w1\sor1d, co,._ 
oipod to t.ho l odoral llooarra B&llll: ot lw Torlt tor t.ho aoOCI'<IIl\ ot 
B,I,S. , t.ha dhpoa1Uoa ot Yhicll 1a 'IUIII:aowll at \be praaant u ... 

1,487,000 troa llaxico, oh1ppod b7 t.ho B&llll: ot llaxioo, ooaa1cDI4 to t.ho lodoral 
llooo...- B&llll: of ._ York, to be oanoarad. tor \be accCI'<IIlt of \be 
B&llll: ot llaxioo. 

~$3.-. 1""7,..5 .""060"" !otal 

Ia t.ho roporh of ..,.o.bar ~ &1111 l!!), • • U on vaa ...s.a ot roa..cuoa. 
of \he bu- ot t.ho Bank ot hcl""''• _, at t.ho ladaral leaana BaJik ot 
Iow Tori<. 0.. .....-r l!!) , U.. -.cuah li.U orUrod __ ,, _.U.C \o 
$17,27J,OOO. :OVUC t.ho ~od troa ~r 15 \o lonllln l!!) , bclu1w , 
tho 1&1111: of IDcl&Jid ..... p-n\a \o\alillc ~.9()0,000. Of thio -· 
IIPJ>roxiaa\817 $8,9()0,000 vaa \raaotarrod \o the aoOOQilh of other C&ll\ral 'bub 
a\ the ladaral. tile bu- of $U5 ,000 ,000 YU paid \o Tar1GU 'bub 1ll \bo 
o\raot. !hoi croawr part ot the. __ ,, ...s.a probal>l7 .-prooaa\a t.ho dal1T&I7 
ot 4ollara IC&illa\ tonrard ooa\rao\a ••- 11l\o 'b7 the Bpk of li'IC!en4, 1ll 
baholt ot the Br1Uah :lqoalhaUoa J'aol, illlr1111C the la\\tr pill'\ ot .~Dcu\ -· 
there waa "17 ha&TT prooran on owrU.... 

'!!w tJ, a. aq;GiYal&D\ ot \oilq'o Loodoa opot o11T&r pr1oa vu ~1.19' &1111 the 
forward prloa, ~1.0-,. tile prloa fi.Dd lllr......,. &Ill ......,. tor torolcll a1lwr 
vaa 11nobon1"4 at 3'4-3/'/41. !lloo !nuart'• priM vaa alao naobonP" at 351• 

In Iow Torlt w ..... - parollaaea of aUwr \otalliiiC !j65,000 -·· _._ 
\he 811T&r ~ .Aolt. 

/~ 
CONFIDENTIAL 
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T REASURY DEPA RTMENT S6 
INTER OFFlCE COMMUNICATION 

DAn: llo ... abor 27, 1939 

TO Seorotar;r Worcentbau 

•AOM llr, 0oobran 

llr. Pinaont oalled on me at 2&11; b;r appointment. He otated that Colonel 
Groonle;r bad recoiTod a meaoa.se frO& Ott&•, onolooiDC a oop;r of a collmWliea­
t1on from London to Pario, ccncorniDC tho dooirobilit:r of Colonel Groonlo;r 
proceeding to •ahington to diocuao tho quootion of tho 11a1oon between tho 
.l.nglo-Jrenoh PurcbaoiDC Coam1aoiono and tho OnUod Statoo GoTOrDIIOnt, Opon 
f1ncl.1ng tbat Pinoont know nothing of tho cablograa troa i.aboooador Bu111tt, 
requesting an appointment for llr, PurTio for toaorrow, I ohowed thia aooaoce 
and our anawer to llr . Pinoent, 

llr. P1naont, after returning to hio limbooo;r and t elephoning to llr. Punio, 
found that neither tho limboao:r nor llr. Punio bad 0117 inotrucUono in rocard 
to a poao1blo call at tho Trooaur:r b;rllr. PurYio, J'urthoraoro , llr. PurTio bao 
a full oohoclulo in !low York to100rrow, hio parUcnlar purpoao being to encleaTor 
to claar up 111th Governor Harr1oon tomorrow morning tho ~ot1on of ootablioh-
l.ng a opocial account 111th tho ledorol Rooern Bank of !lew York. .A.t llr. Pineent '• 
requeat, I took up tho question of cbanging tho appointment, and arranged 111th 
the Socrotar:r for 3100 o ' clock lfodneoda:r afternoon, inotood of 3100 P ·•· Tue ... 
day. 

llr. Lero;r-lloouliou told ao, wben ho oallod at 41:JO thio afternoon, that 
he bad no knowlodgo of tho roquoot for an appointaont for llr, PurTio, Rio 
llmbooq bad boon in!oraod that 1 t •• to recoin ohorU:r a cop;r of a •••ooce 
froa Prillo Winiotor Daladior to Prooidont Rooo ... elt, but tbat thio ba4 not yet 
been roooind, 

I told Lero;r-lloouliou of a:r oonnreation with llr, Pinaont, 11nd ho -crood 
that 1t would bo proper to chango llr, Purrlo ' appointaont to lrodnooda;r, 
Lero:r-Boouliou bad~ that :Bloch-Lain~ •• to bo Vioo Chair.D, under Punio, 
and aokod if lllooh-Laino ohould not aocoaPUT Punio for thi o appointaont. I 
told hill that I thought thio appointaont ohould bo in con!orait:r 111t h tho oabl ... 
gram, that io, for llr. PurTio. I told hia that when tho ~otion of lie.ioon bad 
once boon dotinitol;r ootabliohod, lllooh-Laine ohould hoYO no diffioult:r in -
ing tho neoooaor:r Gon..,....al OOiltaoto, Loro~:Boauliou ohowod through hio 
inquirioo in roprd t o tho l161oon coaittoo t hat ho •• una-..o that one van.­
action for tho J'renoh bad alroad;r boen con-hd thro116)!. thio coaaittoe. I 
told hia that I would prater - t tho Socrotar;r l'OToal thio t o hia, or tlat I 
get further datailo botoro uplaininc 1t dofini\ol;r, .A.t 5111; I t olophonod 
Loro~lloouliou to lot h1a know tlat tho appoint aont for llr, Punio ba4 boon 
changed to 'fodnooda;r, 
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TREASURY DEPARTMENT 97 
INTER OFFICE COMMUN1CAT10N 

DAT& lo ... a'ber 27, 1939, 

TO 

'"o""' Wr. Ooobru 

At 11:00 o 1alook 7•oter4&7, Wr, Stano, of Soaro\ar7 Bulllo offiao, 
tolophonod ao to tho ettoct that a cab1oc:raa had been recol ... d frca Pario 
ln wblah A&baoea4or Bv.llltt l.nqulred, at t ho l.notaaco at tho J'ronch Oonr~>­
::ent, wbothor Soaro\ar7 llort;enthau would bo in ·~on on !Uoo4&7, 
llonabor 28, ud 'llhothor he could rocol.,. wz.. Arthv Purno on that <lato, 
It oo, t ho J'ronch ud l!rlUoh Aaboaoa4ora 1n •llhi.JIC\on wonld bo l.notrllotod 
to a ok for tho appol.n-..t. I aokod ll:r-, St ano f or &117 'baokcr"""cl on thlo 
M\tor. bnt ho ha4 none. I told hla that a cablocna ha4 boon rocoil'od -
clo7o "CC and ohoc to tho Secro\V7, , llbich COilCornod thlo quaaUon, bnt that 
tho 'fre&lllr7 llopal-taont ha4 not ooon tho ropl7 'llhloh the State Dope.rtaont 
een.t 1o &DIW'tll' \hereto. Mr. Stooa referred •• to Dr. r.te. 

I tolophontcl Dr, J'olo and he Pproooocl hl o roc:roto t hat a eop7 of tho 
out t;oi.Dc cab1ocraa had not been aont to tho Trae111r7 Dopartaent. Bo pTo M 

tho cenoral tone t hereof, &114 pr..Soed to proYlclo M with a cop7 thla aorn­
lDg, 

With t hio bookcrouncl, I telophonocl S.arotar7 llort;entheu at tho 7anl at 
11130. I repeated to the Sooretar7 tho Maoac- ao I heel rooolTocl it froa 
Ur, Stone, I re.tnclocl hi& of eobloc:rea #2783 <latocl lloY•'ber 18, otrlo t q 
coatlclontlal for tho .t.cUnc Soarotar7 of atato, 11blch heel boon ohown t o uo, 
and I pYo hla tho oubataneo of tho ropl7 'llhlch Dr. lolo had told .., had 
been 4lopatcho4. 2'ho Soorotar7 otatocl that there could bo onl7 CillO ropl7 
to tho preaont reqwoat. I acreed, &114 wccootocl that I aok Dr. J'oio to aoncl 
e &oooac- atatl.nc that tha Socrotaey at tho 'fr•IVT wonlcl bo pl•oocl to re­
colYo llr. PurTle at 3100 p.a .. ~o<la7, Joyoallor 28. I wccoatocl that tb& 
cleflnlto ho111' loa fiDd, wl.th tb& hopo that tho f oraal proco4aro l.nYOlncl 1n • 
tho 7ronch ucl J rlUIIh ~••4ora llol.nc lnot.....,tocl to aook thlo appol.ntaent 
froa t ho S.crot&r7 npt bo aTOiclocl. ... alroo47 ..,., Purno &114 clld not ..... 
quire IUOh &D 111prOOalTO bv114 ~ f or hia, !be Socrot&r7 acreocl to thla aoa­
I&CO ud I tolophonod it to Dr. J'oio at 12100 o ' clock for 1-cllato cllopatch. 

Whllo tol k1nc wl.th tho s.orot&r7, I re.tnclocl bla that wo llicJ>t take 
oecaaion 11bon wz.. PuTI.o 1a hero to urea the o.-ploUon of the arranceaonto 
for oottinc ~ tho l!rlUIIh atflolal account with t ho loclorall!ooorn lloDl< at 
New York. 

When I •w t ho Socrot&rT thlo aorninc at 9 100 o ' olool<, ho aokod ae to 
prepar• a ~raaa. f or hie ue 1lha bit reo•1f'el Mr. Pu.rrie \oaorrow. 

At 11145, tho aoa.-ncor 11bca I had • ..,, to tho State Dopar-..t a\ 911!5 
thla aornl nc, ret111'no4 with oopioa at paraphraooo at \loa followi.Dc ••MCO• 
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'ldlioh co-4 tM .-.n .._.,u_ 
1, P~ ot ao. 2783 troa tlla AMrl.cea 

..,_, .,., Parle, •'"- U, 1939. 

J, Par.pMaoo ot no. 
2829 fl'• Parh, ·'"--25. 19)9. 

II. .... 21121 tr. Parb, ._)or 25. 1939 • 

5· :Jo, 21)0 troa Parle. :JOY•\or 25, 1939. 

6. .o. 1lill7 \o Parle, :JOY-- 26, 1939· 

:Dr. Peh ba4 aot -uout to .. ;reoterc~a.T cab1ecraao 121121 aad 12829 
tro• Pario • 

.lt liT ••••t, :Dr, :reb' otfite tocla.T proT1"' • ritll a JIIU'&pllra•• ot 
oabltcraa 11378 to tile AMrla&ll la'baaq at Parle, datl4 ••T•l>er lO, which 
hot not heretofore Nh tohom to ua. 
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TO 

TREASURY DEPARTMENT 

INTIIt OI'I'IC2 COMMUNICATION 

November 27, 1939. 

Secretary~nthau 

Mr. HaaftY/1 

Notea on the Secretary's conferences, 9 to 11 A. M., 
Monday, November 27 , 1939, with the following bond 
dealers , who were interviewed separat ely: 

Dudley H. Willa , President, 
Diecount Corporation ot New York. 

Col . Allan M. Pope, Preeident, 
Firat Boston Corporation. 

0. J. Devine, 
c. J. Devine & Co. ot New York. 

BenJamin J. LeVJ, Partner, 
SUomon Broa. a Butr.ler, 
Ne• York, N. Y. 

Also present during the interviews we.re: 

Mr. Ranee 
Mr. Bell 
Mr. Haas 

Mr. Route , 
Vice Preaident, 
Federal Reserve Bank ot Ne• York. 

Dudley M1llt 

Mr. Mille , 1n r eaponee to the Secretary' a question, said 
he would adviae aaking only the caeh offering at thia tille . Be 
would omit the retundi.ng ot the Maroh notee until later. !he otter­
ing tor caah, he explained, would aerve ae aeana tor tatting the 
market which oould be uaed t o advantage in the larger Job, that ot 
refunding th.e Xaroh notea. 

Mr. Mille, 1n expla1n1n.g that he would adviae aga1nat 
doing both the oaah refunding an4 tht Karch notea 1n one shot, 
gave hie appraiaal ot the Oovarnaent bond market , noting that tht 
primary market , auch at the f r eaeury nota market , waa aaaured. fhe 
open question involve• the eeoondar1 market which woul4 be utilice4 
in the rediatribution which would t ake place t o a very ccnei derable 
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degree in an offering o! a long-term bond and t o a l esser degree 
in a medium-term bond. He theref ore concluded that it would be 
more orudent to teat the secondary market initially by a small 
cash offering by means ot a medium-term bond. The redistribution, 
he fel t , would probably be completed i n a abort time , leaving t he 
~reaeury with a minimum or expcsu.re in case or an unfavorable 
fo reign development . One thing at a time, he f elt, would be hie 
me t hod ot procedure. 

Ur. Uills discussed t he merits of a fixed maturi ty , point­
tng out the fixed matur ities in t he market break held up better and 
came back more rapi dly. He also felt that the fixed mat urity pro­
vided cheaper monoy tor the Treasury. The Secretary disagreed with 
this statement by Ur. Uills , pointing out that the Treasury it it 
so desired might hold an optional bond to the maturi ty date and in 
that case the optional bond certainly would provide cheaper money 
thnn the fixed maturity. Wr. Ullls agreed, and it developed that 
~. llilla was making t he comparison ot t he fixed maturity with the 
call date ot t he optional maturi ty bond. 

llr. Uilla indicated that he would favor a 9- 11 year bond. 
This , he felt , might be added to later on, and auggested that in 
the refunding ot t he $1.} billion March notes a three-way proposi­
t ion might be offered which might include the 9- 11 year bond plus 
a 5 year note plus a longer- term bond. I n reply to t he Secretary ' s 
question, Mr. Uille sai d t hat the insurance companies have about 
~SOO millions cash available tor investment. Yr. Mille oaloulated 
that the 9- 11 year bond would sell tor 101 plus . He would also 
date t he bond June, 194a-1950, which, be thought, would increase 
the premium somewhat . The Secretary aeked him, it the Treasur y 
should open thi s bond again in a couple of weeks would the market 
feel it bad been 1 short-chenged1 ? Ur. Mille said it would not· 
bother him. 

The Secretary questioned Kr. Uills regardi ng the Public 
Service ot Colorado bond issue which the preae had stated would 
be offered Tuesday. Kr. !.!Ula wae not aure that Tuesday would be 
the offering day, nor was he familiar with the terms or t he issue. 
He did, however , know that Halsey Stewart Oo. heeded the syndicate 
which was to handle t he issue. He felt, however, tha t both the 
Treasury i ssue and the Colorado Uti l ity i aaue could go ott easily 
as they would be taken up by different t ypes ot investors . 

To own up , J.lr . lo!1lla said he would recommend only t he 
cash offering, this to be obtained by the issuance ot a June 1948-1950 
2 percent bond. This , be indi cated, would sell initially tor 
lOl ,S/}2 and would later drop to 101 or lees during the redistri­
bution, and that a f t er t he ieeue was digested it would move 
upward. 
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Col. Pope 

The Secretary asked Col. Pope it he would give him hia suggestions as to the beet way to raise $500 millions new money. 
Col. Pope countered by eaying •just new•, and t hen went on to explain that he thought there was a real advantage in coupling 
t he refunding ot the J.laroh notes wi tb the new money t1nano1ng. Col. Pope tel t that the market was good enoUS}l now to handle the 
two propoe1t1ons , and that full advantage should be taken ot a good market because no one knew bow long it would last. He went 
on to develop some ot the market inoonven.ienoes reeultlng !rom the ensuing holidays . The Secretary said that $2 billions at one time was more than he wanted to risk. 

The Secretary indicated t hat be was considering making a cash offering tomorrow, and Col. Pope commented that the Thanke­
giving hol iday would have little etteot on a cash issue. 

The Secretary questioned Col. Pope with regard to the Colorado Utility issue. Col. Pope was familiar with the i ssue 
and said it was to be ottered tomorrow at 102 and that the coupon was ; t percent. He added that i t was too bad that both the Treaeury lssue and that issue were ooming out a t the same time. He telt, however, thAt t hey would both •go over•, and 1n reply to a turthar 
question by the Secretary eald that he had no worries with regard t o either i ssue. The Secretary asked him it he would advise post­
poning the Treasury issue until Wednesday. Col. Pope said he would advise against this but would favor postponing it until next week. The Secretary indicated he was not i nterested in doing that. 

For a cash otterlng, Col. Pope said a medium-term bond 
not beyond 10 years would be definitely attractive. He favored an optional maturity bond, and said the banks would take it it the 
call was lees than 10 years. He advised against figuring too oloee and suggested a December, l94S-1950 bond which, he calculated, would sell at 101 to 102. 

The Secretary questioned Col. Pope about reopening suob a bond in connection with the refunding ot the Uaroh notes. Col. 
Pops said he thought a reopening might be subJect to eooe oritioiam and suggested that the llaroh note ret·unding might be handled by re­
opening the Marob 15, 1911.4 notes coupled with a lon.g- term bond 
ottering. 

The Secretary mentioned t he poea1b1lity ot a three-way 
ottering, 1noludlng a note , a medlWII-teroo bond and a long- tena bond. Col. Pope telt that it the propoaed 19lit-l950 1uue waa 
opened in connection with the three-way otterlng the opening would 
be subJect to leas crit1o1ea. 
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c. J. Devine 
1:J2 

In reply to the Secretary' s queetion, Mr. Devine said he 
would not go longer than a 19~-1950 issue. He aleo would advise 
against doing the refunding and the cash offering at the same time. 
The Secretary asked tor hie opinion as to whether the 1948-1950 bond 
should be dated June 15th or December 15th. Be said he did not think 
it made any difference. The Secretary aeked him about the Colorado 
Utility i ssue coming out on 'l'ueeday. Thia aleo, he tel t, would make 
no difference. 

In reeponse to a further question by the Secretary, Mr • . 
Devine said the market was ready tor $500 millions oaeh issue and 
that it would go •out the window and stay put•. The Secretary asked 
hi m when he would do the refunding ot the March notes, and he said 
that the market would answer that question tor him next week. The 
Secretary also asked hie opinion about the advieability ot opening 
the 194a-1950 bond in connection with the refunding ot the March 
notes . Mr. Devine said he would advise also leaving this matter 
open t o be answered by the market at the time the refunding iasuee 
were being considered. 

Mr. Devine said t here was considerable foreign buying in 
the bond market . He said, however, that the prices have moved up on 
very l ittle volume as the dealers have no supply to aell. 

Replying to the Secretary's question, he said that the 
feeling ot the banks and insurance companies toward Washington was 
that the market .during the orieie was handled beautifully. 

The Secretary aeked tor hie opinion with regard to the 
buaineaa situation after the tirst ot the year. He said that hi a 
opinion on this would not be worth anything, and added that he was 
Just ae surprised to see the etock market sell ott ae be was to see 
196o-1965 bonds now eelling at 105. Be felt that the worries with 
regard to the bond market are over and that only the involvement 
ot the United Statee in war would seriously atteot the market . 

BenJamin J. Levx 

Mr. Levy gave as hie suggestion tor raising &500 millione 
oaeb an 18 year !ixed m~turity 2t percent bond. He calculated that 
this would sell tor lOlt to lOll and would •go over• without an:r 
difficulty. He telt that the banks and insurance companies would 
buy t hem and keep them ae well as aDJthing alae, and that the market 
woul d not be disappointed in aucb an ottering. 

In repl:r to the 8eoretary1 a queation with regard to the 
Colorado Utilit:r ieaue, be telt that the two ieauea would not inter­
fere with each other. J.lr. Levy aaid that he bad no Gonrnment eeourit:r 
inventory. He said that there was considerable f oreign buying in the 
marke t and then particularized by saying that Japan had been buying a 
lot of Governments -- millions in the last few month!! . 
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OPEN ~!A RKET Ja:BTINO November 27, 1939. 
ll:OO a . m. 

Prennt: 

!i . lt.Jr: 

Ra.n:som: 

B.lJ . Jr: 

Harrison: 

H. M. Jr: 

Ransom: 

Bell: 

llr. Ransom 
llr. Baas 
lb-. Bell 
llr. !llurp~ 
Dr. Ooldenweieer 
!l!r. !Iadley 
l.lr. Harrh on 
Ur. Rou.ae 
Mr. Piaer 
l.lr. Leach 
Mr. Szymczal< 
Mr. McKee 
llr . Draper 

Ur. Ransom, I don't know Whethe r you want to follow 
tbe usual procedure that we do on monS)' require::~ent. 
Do you want Mr. Sell to sketch thoaeT 

>.ell now, may I refer to the chairmanY llr. liarriaon 
is the acting chairman of the executive committee. 
Personally, I would like to have it done because 
you know I am a l ittle cold on t his situation and 
if i t doesn ' t interfere with your time schedule, 
at the pleas ure of the rest of the committee, I would 
be very glad to hear that. 

I had forgotten that George was chairman. I apologi:e. 

You know that whenever possible I always take the 
usual procedure . 

Well , if it is agreeable to you people, supposing 
we le t Mr. Bell take us th rough t o the fifteenth 
of Ma rch. 

That will be f i ne, air. 

Well , the only thing in that peri od outside of the 
regular United States Savings bonde will be 500 
million that we are now contemplating. That would 
give us a balance, going out of llovecber , or a 
b11lion 390; out of December, a billion 670; out of 
January, a bi llion 478; out of February, a billion 
398. That would take us up to l.larcb fifteenth, When 
we would ha'fe about the see figure, with income 
taxes coming in during thh ten-day period. 
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Bell: 
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Bell: 
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Ransom: 

Bella 

llcKee: 

Bell i 

llcKee 1 

Bell i 

H, M, Jrt 

Ranaoat 
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Doee that 1nelude Dy 'rVA nnanoinst 

No, it doee not . 

can I interrupt you a minute! Alao, the chai rman 
or the Preas Auoc1a tion wanted to take our picture a 
and I aa1d no , but I am willing to be overrul.ed. 

Stick to the usual . 

I juat c11dn 1 t want you to aay a rterwarde, "Wb7 
oouldn' t we have our picture takent • 

Dan, what doea that account t or baby bonds 1n 
Janu&r7t 

150 m1lllon 1n Janua.ry and 70 m1lllon 1n Pebl'tl&l'J . 

Would you give - thoae tigurea again, please? 

Wba t, the balances? 

No, the .• •. 

•• • • s avings bondsY 

Yea. 

I estimate that there will be about 60 million 
dollars 1n December, 150 million dollars 1n Janua1'1 
and 70 million dollars in !'ebru&l'Jo 

Ia it a r air queation to aak What it wu laat 
J&JIIIIU7f 

I haven't the tigurea, but I think 1t was a little 
up, it I remember, about 135. 

'l'bat 1a ;your biggeat period, 1an 1t 1tt 

Yea, that ia the renewal period or repeat period, 
I ahould aay. I think that 1e about all . 

l.nJbody want to aak llr • .S.ll atQ"thinsT 

~t contemplate• the 500 mill i on new nnancing 
'llh1oh 1a now being d1acuuedT 
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Ransom: 

Bell: 

Ransom: 

Bell: 

Ransom: 

Bell: 

Go l den' r1 

3811: 

!.!cKoe: 

Bell: 

Golden•r: 

Sell: 

Haas : 

Bell: 

Ran a om: 

- ~ -
Yea, sir. 

And no othert 

That 1a riS)\t . 

No increase or decrease in the billa, or oouraet 

No , 

Just l eaving them as the)' are? 

Yea, and When we last discussed thla matter, I 
had in Pebruar;y 150 million for 11. s. Housing, 
but I have el1mlnated that now, aeSUI!llng that it 
will do ita own financing. 

It ie i n the conservative estimate of earnings , 
isn't it, of returns on the tax? 

Well, putting in the regular budget estimates tor 
the fiscal year 19~0 . 

Doe a i t look like the;y are going to run regular, 
I mean the income tax receipts? 

~OS 

They are running very close now. or oourse, your 
llarch retuma will be baaed on your calendar year 
19~ income , eo whether or not we get t hat, we will 
have to wait until Karch to see , but the others have 
run very close all )'ear. 

You won 't get the benefi t of th i s r i se in busineea 
until that March return. 

1Te won't know what effect it has , but I think 
llr , Haas will tell )'OU the r i se in business C&l!le 
pretty late 1n the year to a ffect the fiscal year 
1940. Is that r i S)\t , Oeorge? 

That i s right. There will 
rle are working on it now. 
included 1n here. 

'lb&t 1a right. 

be a revised estimate. 
or course, that 1a not 

That will not, 1n your op1n1on, aubatant1all y 
change your eat1mateat 
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I don 1 t think ao tor t his period that Dan gave -
I don't think i t will . 

Too mucht 

I don't think eo . 

May I a sk the Secretary - a re you satisfied witb 
this ki.nd of a balance, I moan going tbrough th1e 
period of uncertainty, are you eat1st1ed with 
that much for balance? 

You moan too much or too littlet 

I was j ust leaving i t to you whether • •• • 

Yes. If I could write it down to the last dot , 
maybo I wouldn 1 t take qu1 to as much as this , but 
I think there are some other thi ngs besides this , 
considoring tha t tbo billa that we have cost us 
next to nothing. I ! anybody ia worried about 
our balanpea being too big, why, I can l et tho billa 
run ott. Thoro have been people that presented thie 
argument to the ll'hite House, that our balances were 
too bi g and that they ahouldn 1 t be ovor 800 million 
dollars . Well, I just don't reel tha t way and I 
reel that I like to very definitely keep the Treasury 
in a posi tion so that we could always skip a quarterly 
!inanoing. 

Even if you were pleasantly aurprioed by income, you 
havo ot her maturities to ce considered a f ter l!a rcht 

Oh yea , but I mean, I think that eoce of our Federal 
~eaerve Board members have presented that pi cture 
to the \'/bi t e House, that our balances are too big, 
and I have d i scussed the matter aevoral times with 
tho President and up to t hi s t ime he is willing to 
leave i t to me and I don't - you gentlemen know 
the headaches we went th rough 1n September. lfe 
were 1n the f ortuna te poai tfon or no t having to 
finance in September , I don't know where we will 
be on tbe fifteenth of Karch or the fifteenth or 
January, 

To answer your question directly, I would very much 
like to raise 500 dll1on dollars t omorrow and the 
President baa a pproved it twice now. 
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I think there is enough tlex1b1l1 ty 1n this next 
six months to meet your o1tuat1on. 

Yea . 

We are go1ng to have to borrow money, probably, 1n 
Warch and June and if the 1ncome tues are more 
than we now cont~plate , we oan always out down on 
those two bonds . That is what you had 1n a1nd 
isn't itt ' 

Yes . If you are pleasantly surprised, your fiscal 
year 1s eared for. 

That 1a right . 

The tbing gets· down to what kind of an issue we 
could offer tomorrow and I don't know- George, do 
you fellows want to talk firstt 

I dan 1t know that it is possible to present &n7 
unanimous or com:non po1nt or view. I think lllllybe 
it would be better for each one to say what he 
thinks. 

Personally, I feel that if you want to ro.ise 500 
million dollars of cash now - and I wouldn't want 
to advise against it, certainly - you can do it 
and' you can do it on billa or you oan do it on 
notes or bonds that are properly priced. I don't 
thi.nk ther-e ia any question or yOW' ability .to 
raise the money 1n any one ot the three -Y•• 

:.us 

r ,· personally, would prefer one or the 1ntenaediate 
bonds, largely becauae or the f a ot that there ie 
ea11e evidence that the banks, ..any of whom own the 
rights when you come to rotund - largely because 
ot the tact that the banks will want tho inter­
mediates rather than the longer bonde r11lht now 
and I think it will go better. Personally, I think 
I would prefer - I haven't had a chance to talk 
to Ur. Rouse, but I think while I preferred the 
tixed date -turity last week, I am swerving around 
now to an optional date if only becauee 1t gi .. s 
you a little more flexibility when you oa.e to 
otter a refunding ie- for the llarobee. In other 
words, you would then etill be in a poeition to 
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open up a gain what ever you close this tlme and I 
th1nk there 1e aome advantage in giving you that 
leeway. 

""9 _u 

So I thlJIIc w:r preference would be to go ahead with 
your t'1nano1ng, do it at once, ralaa your 500 m11Uon 
and perbapa on the two- year bond, preferabl y with 
a callable date . I think trom the point of view of 
the banka they would much rather have the fixed de.te, 
but trom the point of view of the Treasury you h&ve 
got a littl e more leeway with the optione.l da t e . 
I mean t h e leeway not only e.t ma turity, but you have 
got leeway now in opening it up e.ge.in i f you want 
t o consider this present issue in the retundlng. 

On the queatlon aa to whether you elhould refUnd now 
as well aa ralae the cash , I thlnk you could pro­
bably do that , but 11r1 preference would be against 
1t. 

Well , auppoa lng we go around and aak the members 
of thh adv1aory group. 

llcl!:eet 

Aa f a r aa the new caah, I feel that ia your problem. 
It you teal you need it end the timing of when you 
get it, that 1a your problem. One thing I would 
Uke to aae ie - whethe1 thh ia the time or not, 
but i t would aeem to me your 500 million going out 
aa a separate iaaue now adds to the public conl'wlion 
of eo ..OJ government i ssues . It it waa ever pos­
sible to work - to consolidate those in lesser 
nu.bera eo that t hey could understand, I think there 
would be laaa t rading trom one to the other and more 
looking at your paper aa inves tmen t s, but that 
doesn't eaam to be possible 1n t h ia - at th1a pe.rtiou­
lar tbaa. Pr0111 'llba t I read in the pro as, you are 
obligated t o go ahead immediately on thia 500 milli on 
dollara because the market 1a expecting it, but I 
juat wondered whethe r you considered the tact th&t 
throwing 1t 1n the hopper togethe r wlth your Jl.areh 
.. turitlaa and rolllng them over in a Uu-ae-way 
propoa1t1ao, putting n ew 100ney in with that which 
-turaa and taking it all at one ti•. 

llow, the only thing that I aee th&t your 500 mllion 
.. 7 do, it and when it 1a stretched out too tar, 
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it ma;r create a secondary market that ma;r penalize 
;rou when ;rou come along prior to December 15th, 
if and when that is in your program, to roll over 
;rour Llarch notes . 

NoiY, if it was all done at one time, I think you 
would probabl y get the better market . Now, ~~at 
is just a personal opinion. I don ' t think it 
means much to you, but nevertheless I believe it 
would be better for the market in general that 
we handle this thing all at one tlllle and then get 
out of the market . 

o. K. I want,ed to get your advice. 

Ur. Secretary, asaumlnn , aa I do , that it is ;rour 
decision as to what balances ;rou maintain at an;r 
time and in the light of the statement that ;rou 
would like at t his t ime to increase your balances 
by a half billion new financing, I agree with 
Mr. Harrison that you can ra1so it in any wa;r that 
you please at the present time. It woul d seem to 
me that from all the evidence wo have , that the 
market would take kindly to an eleven-year bond 
and t ha t while I think the Treasury would have some 
advantage in having an optional maturity, say a 
nine or el even, I bel1ove you would get less of a 
problea, i f you had any problem with your secondary 
market, by having a t i xed maturitl' a t the present 
time. I think also, in agreement with what both 
llr. Iarrison and !o!r. l!cKee have said, that it has 
some relationship with what ;rou intend to do with 
;rour market financing t hat you perhaps would 11l<e 
to put the present finance on a oa turi ty whi ch 
would f it in with whateve r ;rour plan for tha t may 
be. I think you could, perhaps, do it all now. 
I have a feeling that perhaps that is a little bit 
too cuch, that you don't bavo to do 1t no" and 
therefore you could wait a While on that. 

From our own point o f view, trying to exercise our 
responsibility for attempting to stabilize the mar­
ket , we mi ght be either better off or worse off if 
you did it all now. fie have no way of knowing that . 
I don ' t thi nk it would be a groat shock to the 
market, eut I think at the present time if you do 
;rour new financing and defer the other for a period, 
70u have got the rest ot the ;rear, you have go t 
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part ot the DeW )'e&r to omdcSer that, •o 1t -14 
be.., pretereaaoe that the reft-o1JIS be cSeterre«, 
altbouab I dozl't th!Dk lt ~ .. lble to cSo both. 

I 1IOUlcS Uke to -.Ito a tur~er •tat-t. I ha,. 
not bad UQ' cSlreot -'Wl1oat1m ftooa Qlal-
Boole• •1Doe he hu been awa)', bu.t bb a .. htant, 
Xr. Cla)'ton, acST1oecS •• ~. aom1ns thet 12le 
Cbalnaao asked that tblo be ealcS at toda7'• .. ot!JIS, 
and w112l )'OUZO pn•hdon I woul4 like to read tbat. 

111 , 

"Cbal- Booloo ball requeetecS that at toda)''s 
oonterenoe tho 'l'reaeur)' be acST1eecS that lt be -" 
pre .. nt he -.lcS -.Ito taw tollow1ns re-DdatlOD, 
11hlob wu oonta'necS 1aa a -randaa dated Septe.ber 1, 
li:li ••• • 

8ept-ber 1, 1939. 

•.,, • algned b)' -llbero ot the Board ot ~vomor• ot 
the PecSore.l Reaono S7atem and presenteeS to ~· 
'rreaBUl")' at the oantorenoo on that date. • 

'rblo h quotlns now. 

••It subsequent development• lndloate tho doe1rab111t)' 
ot aa1ntalaa1ns 'l'reaBUl")' balanooo at approxlatel7 
their present lovele, this oould be broliSbt about 
b)' ottsrlns eddltlonal bllls or other 8hort-tera 
obll&a tiona • • 

!bat b the en4 ot tho quotatl«l. 

"Cbai- Booleo would like 1t otated tbat the 
reaeone t or th1e podtlon are tv.l~ eet up on 12le 
.. .,l"aaldda ot Septe.ber 1, lll&i. elba~ Booleo 
f'llrther requeot.cl tbat 1t be odeS that bo do .. not 
••• aQ1 neoeoolt7 tor now t1nano1DS at tb1o ttae.• 
You oan •t aJ'Siio with a •••• 

, , , ,a -pre•ct ponm. 

I IIOftl' KW tbet -JWD411a, 

• 
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I don' t know that I have, 

You weren ' t here. 

Thllt 1s a quotation trom it, I understand, 

What else have you got? 

That is all I have, sir. 

I think you would have no difficulty whatever 1n 
raising the 500 million dollars. From my own 
observation, the banks would 11lce a ten- year bond 
and a two percent bond, but they can' t have both, 
so I th1n1< your caturity will probably run beyond 
ten years , The banks 1n the firth district, at 
least, with which be.nlcs I am coat familiar, don't 
care for bonds belond ten or eleven years at thia 
time and they don t care particularly for five-year 
notes at around one percent . The statement has 
been made to me that as much can happen 1n five 
years now as W!ed to happen 1n t en years . They 
would rather get the two percent end go on to the 
ten or eleven yeare than take one for four and a 
half years . 

When 1t comes to re1"und1nc , I think it is rather 
important that .:e have a three-way option, that is, 
most banks eithe r can take the f ive-year note or 
a twenty- year bond and they ought to have a chance 
to get ao:neth1ng 1n between, because a good many 
banks have an investment policy and I alwaya like 
to have them have a big refund and always like to 
give t hem a three-way i e aue ao they can get aOI!le­
th1ng that f i ts 1n with their program. 

I 11lce the optional bond, n.1ne to eleven years , 
at two percent for the 500 million caah and I don't 
eee any objection to also doing the r efunding at 
the present time , providing it ia done on the three­
way option basie, but I r ealize that that may seem 
a little too radical a move at the present time, 

Eleven-year bond, fixed maturity, two percent for 
the 500 million. If you are going to refund at 
the aame time, I would offer a tive-J&ar note , 
eleven- year bond and twenty-year bond. 
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Yee . 

Dr, Ooldenwe1sert 

I haven't anything to add, llr, Seoret&r7, 

llr . Piaert 

'l'he 8UI'Ve711 that we have made indicate that banlc11 
are det1n1tel7 prejudiced aga1net t he tour to tive-
7ear notes and also against the lang bonds, 'lhe7 
have a r.ther decided preference tor a matur1t,' 
or around ei ght to t en :reare or ther eabout s, On 
that bade, l abould aa7 that aucb an 1aaue would 
be preferred in the mancet and prob&bl:r have a 
better seeondar:r d1str1but1an than any ot the other 
poee1ble isauea, 

Regarding the que s t ion between the det1n1te matur1t:r 
and an optional bond, preference in the market se""'a 
t o be decidedly tor a definite maturit:r. On the 
other hand, I ebould think i t would be batter from 
the Treasury's point ot view to have the optional 
bond, because of the possibilit7 or ua1ng that in 
the retund1.ng of tb.e March notes . 'lheretore, I 
should think the nine to eleven-year bond might 
be mo re desirable than the det1.n1te maturity. 

llr. Secret&r7, ma7 I aak llr. Pieer a quest.ion! 
I understood you to aa7 eight to ten-7ear N.xed 
matur1t,'. 

SomeWhere in that period. 

Do you think eleven )'ears ae against the ten-:rear 
maturity llalcea an,. substantial dirtereneet 

I think aome or them would probabl:J not hold an 
eleven-year bond that might bold a nine to ten-:rear 
bond, but I don't th.1nk !t would be a ver7 aer1oua 
-tter, 

It ee-.. to me to be drawing the bead pretty tine, 

Do you want to bear tr«a thl lliniater of the Open 
KarketT I a that your title! 
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I b&Yen•t got a title, 

'l'he -rket tor the paat 1110nth baa grown eub­
atantially, Tbe Yolume haa i ncreased until thia 
past weak when thia piece or finanoing became 
1111111nent. Tbe thNe 1e auea, t wo retundinga, one 
tor cash - that is Commodity Credit, 200 million, 
the 526 million or December notaa which weN N­
tunded, 250 ••1111on RI'Ca haued tor caah - b&Ye 
all been settled down and been digeeted , selling 
at quoted pNa1~m~a ot about one point oYer thei r . 
beued price, I th.ink that 1a tine. We b&Ye 
had a broad and s trong ma.J'ket throue> lQSO -­
turi t1ea , Beyond that, i t haa been spotty. We 
b&Ye some occasions t or reaotiona after rapid 
r1aaa, General ly speaking, no boDds b&Ye coma 
out tor sale. I would aay it had been a scale 
selling, people selling moderate amounts aa the 
maJ'ket moved torwa~. In general, · I would aay 
that tho market a t the moment ia in Yery ripe 
condition t or a new offering. 

Prom what we aee or i t , tha market would like a 
two percent bend i n roughly the ten-year range. 
Tbt checking I have done i ndicates that a bend 
with an optional aet-up would be retained juat 
ae would a rued -turity bend, I think regard­
leu or what -• offered it would be eubacribed 

~14 

and heartly a.er-aubacr1bed, but the bend in the 
nine to ten-year range ia wanted by more subscr ibers 
than any other bend that coul d be deYiaed. An 
optional bend would be retained, aa I aay. 

Ill'. Secretary, i t Ill' , !louse reels that the optional 
boDd would be juat aa secure, ao tar aa the secondary 
-J'ket •• concerned, I ·think i t haa certain ad..n­
tagea tor the Treasury which would a.ke ma be willing 
to expNaa the opini on that it would be juat aa aath­
taotory aa the tilted - tur1ty. I -• UDder the 1a· 
preaa1on that the tiJted maturity would probably 
atiolc a l ittle better on the aeccndary -t1tet, but 
you have cheolced the -rket aDd I .hnen't and if 
that 1a your opinion I would be willing to aooept 
that. 

Ill'. Ran-, going b&olc oY.r a per iod of ts..e, the 
aubacr1pt1<>na for new iuu .. bring in eo ~Y people 
that don't ant to hold an 1u.- that you &t'e bouJI4 
to have a oon.aiderabla ~t of thou ~.ng 011. 
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the market for profit to be realized, and it is 
pretty hard to gauge ono way or the other, but 
in general, the banks tell me that while they 
lack the fixed maturity , definite maturity, if 
i t 1e at the coupon and the r&nge or matur1 ty 
they want , they will keep it, 

'.i.'han it doesn't seem to me to be very materiel , 
JAr, Secretary, whether it i s fixed or optional. 

I have noth1na more. 

llr. P.ouse, there is one question along tbat line 
I would lUce to ask. 'nlat would be true or, say, 
a nine- year to eleven-year bor.d as aga1ns t an 
eleven- year definite maturity, but would not be 
true or, say, a nino to thirteen or fourteen-year 
bond, i s that correctt 

Yea, I think tbat would be correct . '!he market 
would expect 1n the ease or a bond around ten 
years that the opti onal dato would not be over 
two years, three a t the outside, 

Isn ' t it fair to state that until the Treasury 
doesn't refinance at the call date , that everything 
is considered on t he call date , until in same of 
their operations in the future they don't meet a 
call date , that everybody is golng to cons i der 
that call date as maturity or the issue they holdt 

I think 1n general they w1ll consider the call date 
ae the maturity as long as the bonde reaa in above 
par and they are figured that way. 

~ell, I have listened to tour different government 
bond dealere this moming and llr. Bell was up !'r1day 
and I think from the Treaeury1 s standpoint we would 
get as good a deal ae we could i f we would eell a 
nine to eleven-year bond, and they all seemed to 
think tbat would sell at trom 101 plue. 101 would 
be about the bottom. That seems to be sufficient 
margin to make it go. Being able to get a nine 
to eleven year, Whether we let it run eleven years 
or not - if it does run eleven yeare and you get 
your two percent money, it l ooka ae though the 
Treasury would be gettina the maxUium that it could 
out or selling a two percent security and than would 
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be getting ita flex1b1li ty and atrangel,- enough, 
three out or the four people in thia morning 

: 1s 

wanted a nine to eleven-,-ear bond, One man wanted 
to sell an eighteen-year bond with a fixed maturitT 
at two and a .half percent, but ever,-body else 
wonted a nine to eleven, I thought the,- would 
tell us to aell the two percent to a fixed maturity, 
but the,- don't , so we get t he maxSzm= out of the 
bond for the leas t mone,-, eo wh}' no t take itt 

Tha t ia right . I certa1nl7 would . 

!low, the new wrlnlc.le that we l1ke to take - I .have 
done something th1a t1.me that I have not done in 
the past. I .hove let ,-ou know much further 1n 
a dvance wha t we were doing. I think you let them 
know Wednesda,-, d1dn' t ,-ou, wha t we were talking 
about when Ur. Piser waa awa,- , h i a a saiatant? 

Yea. I called Edmondeon on Wedneada,-. 

And .had ,-our man over on Saturday , so we tried to 
let you people know as far 1n advance as possible. 
I don't know whether ,-ou made the suggestion that 
we were going to ha ve a registered bond up to a 
f ive thousand dol lar - well, we wouldn't give the 
man a oertif ica t e f or sixt,- dllya. To tllke care 
of the man or the eata t e or church who want s to 
1nveat in Government issues and doesn't want to 
speculate and can't get them on a ccount of the 
allotcents, th is sugltestion has been made, that if 
he .has got to wai t s ixtT da,-a fo r cer tificates and 
,-ou have got to pay 1'1.111 ca ab, the,- think it will 
el1Jainate the speculator and both the Prea1dant 
and the Vice Presiden t woul dn ' t be disappoint ed, 
be cause the Presi den t can' t get the thing for the 
H,-de Parle Church, which baa s ome mona,- to 1nveat, 
and the Vice Pr esident can't ge t his allotment 
at any price. I figure this will tQke care of the 
Hyde Park Church and the Vice Pr esident, but for 
different reasons , 

Ia that a r egistered security from that time ont 

It is a registered security from the beginning, 
but the r egi stered aeour1ty isn't deli vered for 
a period of s ixty days after tbe date of i ssue. 
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Heretofore, at least aome time back, we have 
given preferred allotmente up to ten thousand 
dollar• and the:y got to padd1 Jl8 that and we 
dropped it to five and the:y padded that and 
we dropped it to a thousand and the:y padded that 
and then we t1nall:y el1m1nated it. We have been 
trying to t1nd a scheme that would take care ot 
those small investore and at the same time el1m1-
nate the speculators. lYe hit upon th1a scheme 
that sa:ys , •u :you want to 1nveat )'our mooe1 up 
to the thousand dollare and asree to take a 
regietered aecur1t)', deli verable a1xt)' da)'e hence, 
)'OU are all right, )'OU can have it, and get pre­
ferred allotment on it. • 

:!.17 

Harrieon: Would )'OU at the sace time oonaider a reduction 
1n the rate on the bab)' bondeT 

Bell: A reduction 1n the rataT 

Harrison 1 Yea. 

B.M. Jr: Don't let h1m kid you. 

YoKeo: I think there 1e a m1eunderetand1ns on your baby 
bond thins. What i a the average rate , eounttns 
your withdrawals , and eo forth , on your ba b)' bond 
money, DanT or course it haen•t been out long 
enough )'et to run into your higher rates, has 1tt 
So )'OU really haven't had anr experience with it, 
but I wculd th1Dic it would work out over the long 
per1nd jua t like savtnsa depoa1te ot a bani< do, 
with withdrawals without 1ntereet, that while the7 
asree to :pay two percent, the average ie about 
l and 45fl00tha, due to w1thdranle before that 
ou.tur1t)'. 

Bell: I don't know wbat the average would be over a t en­
)'ear period, but I ohould ea)' it would be above 
two peromt. 

14oltee: Yee , but it wouldn't be the &ax1mum. 

Bell: 

H,ll,Jr: 

Wouldn't be 2 . 91 aa an average. The)' would have 
t o hol d to matur1t;r to get 2.91. 

Do•• anrbod:r ... uq objeot1Cift to tr)'lng thatf 
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I do like to t17 to please the Preaidmt and the 
Vice Preaident. 

How JaUch extra wolic does that involve tor u., 
Kr. BouaeT 

I don 1 t belien it wi1l be 10 JaUch, Jlr, Barri l on, 

I don ' t believe it is aJV more than the old scheme. 

Wba t 1a a tallow going to bold ror aU!t:r da;raT 

He will get a receipt trail the Pedera1 Reserve Bank 
that be !a entitled to a reg1atered eeourit;r at the 
end or tba t e1xt;r da:r• . 

And be can't diapoae or itT 

It ia non- tranarerable . 

'Dla t 1a a damn good thing. 

Arter that, he ean get the coupons juat like &D7-
bod:r else or be can aell it with a detached aoaign­
ment . 

But t or a1xt:r da;ra 1t 1e hie. I wanted to make it 
au a:>ntha but theae tallow• t&lked •• out or it. 
I wanted to Jake i t au aonthe, 

You can &1-:r• raise it. 

That ia right . The other wrinlcle, it there ia no 
objection to that, 1o that Ill'. IIDuoe baa got to do 
policin8 on theae boD4holdera down there and he 
baa got thea 10 that the;r oloae at 4a00 o 1 c1ock 
and we ba'fe been having a pre•• conterence at 
4 a00 and i t gete out at 4al5 or 4a :SO, wbat we are 
going to do, ao 1n order to cooperate with thea we 
thought we would ha'fe a preaa cooterenoe at 3 a00 
and anno\moe it at :u oo and that gina the a 
obanoe to at1U atop at 4a00 o 1 c1ock, eo be ea1d 
i t would be n17 he1ptul. to h1a 1t we announce 1t 
at 3a00 1natM4 or 4aOO. 

What 1a the obJeotiOD to the &lt 1a011thaT I tll1Dl 
that ia prett:r good. 

1 18 --
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llell , .., thought it was a little lon13 and we 
thought the a!xty days would certainly elimnate 
the apeoulatora and that waa what wa are really 
after. And then too , the aixty daya coincide a 
with the aixt;v days in the 11 . s. Savinga bond 
circular. Tba t isn 1 t a very good reason, but 
people are familiar with aixty da;va. 

Why don't ;vou comprollliae on ninety daya? 

I think that i a a good idea, sixty da;va. 

'lhere are a good many cauaea . With the 8111&11 
tallows, when you take them in the aggregate , their 
reasons for having to aell - and t he Treasury ia 
reflecting the whole country and you would have 
a good many instances , undoubtedly, Where debts 
or omergenoioa of one kind or another lllight come 
up. Sixty days seemed to be leas of a handicap 
and still do the job. 

The thing that ia still foggy in 1J1:1 mind, does 
it become a registered security attar aixty days? 
You are not going to give them a coupon security 
after that , Dan? You are putting tho burden on 
tho Treasury here for more rogis tared bond a. Tba t 
1e an expense that • • •• 

He would be given the same right as every regia­
tared bondholder. 

But he baa firat got to take .hie registered bond. 

But on the aixty-firat day .be could convert it 
and sell it. 

That is right . 

Tba speculator baa been the one 'llbo di&\1 t want to 
put up any money at all, practically apeak1ng, 
just in and out and takea the profit. 

Puts up ten p.trcent and get a the proti t and then he 
1a out . 

But Rouaei bow 1a thia going to get the f ellow that 
put in a ot of namea for one particular aecountt 
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He would get the flat rate allotment. 

No , h e means the fellow that puts i n a lot ot 
names for the subscriptions to tbe thousand and 
ti ve thousand, 

The padded subscription. 

The r i ch man m o i s teying to do it for a lot or 
members or hi s famil7T 

Or even an institution that wants f i fty thousand 
dollars and puts 1n ten of these subscri pti on• 
at five thousand dollars each in ficti tious names 
or names 1n the organization or something el se. 

I t hink we will have to be a s alert 1n poli cing 
a a heretofore. 

It will give 70u sixt7 da7a to pol i ce instead of 
three or four. 

'lhe7 could still do that but the)' would have to 
have some UDderstanding at the end of sixt7 days 
that the man who gets the securities would convert 
from a r egistered holder to a coupon holder and 

turn the coupons over to the institution. If he 
dies 1n the meantime, they are going to have a hard 

ti.me proving they own that bond. 

Ir some bank or person did that, we would catch 
t he111 at the end of the sixt)'- tirat d&7, wouldn ' t 
wet I think i t is worth trying. I think the bo7a 

have thought up something good . 

Is there an)' limitation as to amount f 

Five tbousand. 

And each person ia onl7 entitled, of courae, to 
one subscripti on. He can't subscribe to the five 
thousand registered and f i f t y thousand or coupons. 

Just one .ubscri ption 1e all b e can put in. 

Got to have d ifferent names. 

Unless the;r cooe under diff erent names, )'&a . 
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Uas anybody got anr atterthoug)ltt 

lilly I ask whether there has been an:r decision 
about the retund1ngT Is it contemplated that 
rou are going to do that along with the oashf 

No , it just depends . Aa I told Colonel Pope 
this morning,. I am not as :fO\D'lg as he 1a, He 
wanted us to go right ahead and do this t h ing. 
This i e the first time we have had cash. It 
'tf1ll moat 11kel;r go all right , but I would 
rather do it and then wait a couple of week.a 
and see what happens . 

What would be your plan about the ret'und1ngT 

I would like to do i t in t wo weeks. 

You mean on the fift eenth? 

El eventh or twelfth. 

Eleventh or twelfth. 
this a little bit, so 
to Christmas . 

That is 'tfh7 I am crowding 
ae not to get too olos e 

It something happened 1n the int erim, 'tfhen this 

new money is taken and there ie a resale of those 

bonds , i t i s going to penali ze rou for rour 
million throe. 

Then I might have to wait a month or two. 

But you have still got that option. 

Did 70u fellows decide -.ben ;rou wore go1n.g to date 

these? 

The eighth. 

Ie that all r1ghtT 

Yea. 
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Yea , tax maturity, 

a>t the:r WS.ll pa;r on the eighth, 

That is right. It will be an odd coupon for the 
tiret one. 

It falls on a quarter date . 

Yea , on December fifteenth. 

Ia there atQ'tbing elset 

I don't know whether you wanted to mention thia 

reservation for tbe Government investments . 

Tell them about it . 

I think the laet time we talked about the baby 

bonde, the Secretary said he was thinking about 
reserving a certain eum tor Government investment 
accounts . 'lllis is the tirat bone:! , reall;r, that 

we have put rut since we c:liacuaaed that matter 
and we want to rese rve pa rt or thia or we want 

to iaaue an adc:litional &UIII, that ia reall;r what 
we want to do , tor Government 1nvea bDon t accounte. 
No SWII baa been hit upon but I wruld like to 
suggeet you make it 50 111i llion. That would be 
ieaued directl:r to the Government i nvestment 
accounts and would be 1n preterrec:l allotment . It 
wouldn ' t go on the marlcet at all. 

'lhat would be an adjustment ot your t wo percent 
note , ia that right , Dant 

Yea . The t wo percent notes would como down in 

~ caaea. 

Would that make the total ot the iaaue 600 million, 

tbent 

It might it we had ten percent cub. 

We t1guN that we ought to be lllU.rt «>ougb to get 

our own 1nveetMnt accounts 1n the 100 percent 

allot.ent on tbe ground floor. 
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You are not aotns to .alee tlwa reg1eter, are ,.ouf 

lloet or th- are reg1at ered. 

I don't know Whether we are -rt but we b&ve huns 
on to our bonda. We u:r regret the d&;r, but we 
still o- them. 

lloa t goveraaenta do tb&t, t ba Br1t1ah and &11 ot 
them. 

Doe a antbod:r aee an:r objeot1on t o thaU 

The c1r eul.&l' w1.ll make 1 t ole &I'. 

Oh ;rea, e.nd we will explain 1t, It the """"bera 
or t h e Feder&l Reaarve Bo&rd or Waah1Dgton ca.n ate:r 
a oouple or minute a, I would like to tell< to th­
on a pereonal .. tter, 

I 
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ro: 

rrom: 

'l'he Seoretaey 

Kr. llaneo 

Victor Kallett. Colll1 .. lor of the llrUhh Aobats7. olld 

rocen\17 prOliiO ted to Kinister to Svedu. h ltariDg Yaai11Dgtoll 

oil Yo4ne•da1· l!e voul4 lilce to call at tho 'lre&aU%7 toaorrov 

IIOrlliDg 'betveu ll:JO olld 12100 to ahalto "-'>4a vith 70U olld to 

·~ C004-'b7t • I han told bia to COOIO ill to tOt 70U for juot 

a alnut e at that time. It this Olf 

/J , b~ 
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CJ 

SecrEtary or StatE, 

Wash ington. 

2639, NovembEr 27, 7 p. m. 

PCR T~ TREASURY. 

GRAY 

PARIS 

Dated November 27, 1939 

Rrc'd 6 : 02 p. m. 

Th£ news or thE appo1.ntm£nt by Prime »inie tcrs Daladitr 

and Chamberlain or Xonsicur Jean Honntt as Prts i dtnt of tbt 

Joint Franco-British Coordination Committee to handlE thE 

Allies ' war yurohasEs has bttn madt public today . ThE 

pert i nent communiquE statts that the other mEmbErs of thE 

committEE will bE chosEn dEpending on thE qutat ions to bt 

oonaidrrtd from among thE personnel directing tht ~trma­

nent executive committEES. It continues: 

"ThE tunotiona or the Pranco- Brit1eh CommittEE shall 

bt to coord1na t t thE work or tht pcr .. nrnt executivE oom­

m1ttEts , to consider all d1frtrEncta of opinion which may 

arist in oonnt ction with tht aupply and purchaSES of IIIUlli­

tiona, of provisioning or coal and other products , Et cEttra 

or suoh important pointe of principle or priority as may 

arise , and to coordinatE thE work or Allitd purchao!Dg 

missions nbrond. With rEspect to this last point 
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. :.29 
- 2- #28S9, NovEmber 27, 7 p . m., tr0111 Pa.ril 

m£nta hAVE j us t btcn madE for the ooord1nnt1on of armament 

and eviction purchasEs of Freno£ and Greet Britain 1n 

Con r.dD. c.nd tllE Un1ttd StatEs . In Oc.nodo Frtnch om 
Br1t1sh orders w1ll bE modE throush t'ht Onnod1o.n iVc.r 3w>'?1Y 

Boord. 

(EW1 S~OTION ONE) 

BULLI'l'T 

I'PL 
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CJ 

SEcrEtory of Statr, 

Woshington, 

()RAY 

PAR13 

D4ttd NovEmbEr 2?, 1939 

!lEc ' d 5:20 p , m, 

:30 

28391 NovembEr 2?, ? p . m. (SECTION TWO) 

In the unitEd States th£ existing FrEnch and Bri t ish 

missions havE bEEn placed under th£ direction of a Franco­

Bri tish committEE of which lolr , Arthur Purvis has bttn named 

PresidEnt, 

In addition to the exEcutive committees and t h£ coor­

dination committEE it hae been decidEd that whtntver it ap­

pEars ntcresary thc intrrcstcd French and British Ministers 

shall meet 1n conferencE at Paris or London , 

Questi ons of gtntral policy will naturally continue to 

bt dEel dtd by the Supr eme Vlar CouneU" , 

Th£ JOURNAL OFFICIEL dated Novrmbtr 26 contains sevEral 

measurEs rEgulating FrEnch pe.y!Df:nts abroad, The fir st i s a 

decrEE dattd NovEmbEr 18 which sti pulates that bEginni ng with 

Decembrr 15 next no govrrnment t ~pEnditurE abroad or ryay­

mtnts by the govErnmEn t i n foreign currEncy may be undEr­

takEn under appropriations subject to budgetary regulat1o~ 

within th£ prior a uthorization of th£ Minister of Finane£ , 

From 
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- 2- #2~9, Novcllbtr 2'1 , 7 p .m. (JEO '1"'10) from Paris 

From that O.:tt tr: .::'ficials abroad ruponsiblt ror control of 

undr:rtakii'\;!S to makt po.ymr:nts or for t he tffr:ati "8 of pay­

mrnto only within thE limits of authorizations noti f i Ed to 

thtm by tht llinist t r of Finance (Artiah Two) • ArticlE" 

Thrtt provid£3 that "authorizations to aontraot txptnditurts 

givEn prior to tht datr of application of this dr:crtt r:J.thtr 

under Orders of missions or otlxrw1at must be regularizEd 

btfort Dcot~bc:r 15" . 

BULLITT 

NPL 

' 
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CJ 

Secre tnry of State , 

·. las~i~gton . 

GRAY 

PARIS 

Dated November 27, lS~9 

~rc 1 d 6:14p. m. 

28~9 , ~ovember 27, 7 p .~ . (J~CTION TPRE£) 

A second decree basEd on tha t ot October l~ (pleas£ 

set our t elegram No. 2499, October 17, 6 p . m. and dEspatch 

No. 5~04, NovembEr 17) authorizes the Finane£ llin1ster to 

fix by arrete thE conditions undEr which purchasEs and pay­

ments on behalf of public services shall bE made in countries 

in respect to which thE Ootobc·.· l~ dtor£E has not been 1aadt 

applicablE . The MinistEr ot Ftnanoc may appoint an official 

in such countries 11bo under his direct authority shall 

auperviat contracts involving expenditures . Without the 

approval ot this official or his representative no payment 

may bt madt f and no contract calling tor expenditure 1n 

tht countries concerned will bt valid in tht absencE of 

such approval . J" further official appol nted by the Einiattr 

of FinancE in lh£ respective countriES will makE tht actual 

paym~nta out of funds placed at his dia,osal 1br the p~­

poat . 

BULLITT 

NPL 
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RFP 

Secretary of State 

Washington 

:33 
GRAY 

Paris 

Dated November 27, 19~9 

Rec •d 5 :08 p. m. 

28~9, llovember 27, 7 p. m. (SECTION FOUR) 

Theae two decrees are implemented by a number of 

arretes, the first of which provides that the procedure 

established in the aforesaid decree of October 13 for the 

contracting of expenditures, the issuance of orders to 

pay, and the payment of expenditures by the French state 

above which shall be made applicable in the Uni ted States 

from January 1, 1940, Prior to this da te the contracti ng 

of expenditures or payments thereon under the procedure 

outlined ln the second decree mentioned above (governing 

those countries not included under the decree of October 

13) shall be made by the "Financial Attache of the French 

Smbassy fulfilling the functions of Financial Comptroller". 

Further arretes appoint °FTench Financial comptrollers• in 

London (Monick) , Belgium ( (?) ) Rome (Montarnal) Argentina 

(Aria) and Bern (Vai die), in thoao respective capitals to 

supervise or preaudit French expenditures . In London in 

addition to Monick, Monsieur Mauri ce Gautier "Chief of the 

Accounting Service of t he Economic Services at London• 

18 

• 
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RFP -2- l283g, November 27, 7 P•m• {SECTION POUR) !rom Paria 

is obarged witb making actual paymente ot tbe French state 

there and "with the management under tbe authority of t he 

Financial Attache, of the treasury acoounte in foreign 

exchange oponed "before i t was tho Government ot the 

French Republic" . 

BOLU'M' 

NPL:ROW 

Regraded Unclassified



RPP 

Secretary of State 

Washington 

: 35 
GRAY 

Pari a 

Dated November 27, 19~9 

Roc 1 d 6:28 p.m. 

28~9 , November 27, 7 p. m. SECTION FIVB) 

An arrete of the Minister of Armament providos for 

price i ncreases of metallurgical producte : for October 

1939 deliveries an increase of 7~ over tbe pr evious base 

price ie granted ; for deliveri&s from Novombor 1 the price 

i ncrease ia raised to 1~. The aforesaid prices apply 

only up to December 15, 19~9 . 

Today 's AOENCE ECONOMIQUE ET FINANOIERE carries a 

report from Alexandria that the court has postponed until 

January 4 a hearing on the appeal against tho dec ision •be 

court of f irat i nstance requiring t he Suez Canal Company to 

service ita obligations on e gold bade, 

During tho period November 1 to November 15 deposita 

in ordinary savings banks totaled 162, 000, 000 francs and 

wi thdrawals ~9 ,000 ,000. 

rTU~~~:Jlfs market declined again today partly on 

profit tak ing but primari ly on 1ncroaaing norvouanees over 

devel8iihH6hVDI F1nn1sh-Russian relatione and a renewal of 

feelM of 
!'Of 

ootMttea 

NPL tROW 

a O~rman 1nvae1on of Hol land, Rentea lost from 15 ... 
to"~ francs , (END OP IIESSA.OE) 

BULUTT 
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TREASURY DEPARTMENT .:. 3s 
INTER OF'F'ICE COMMUNICATION 

rROM llr. CochraA 

Upon.,. appoln-t a4o thlo t orollOon, t he llpaAieh Ambau atlor, Don J""" 

rn110hco de Car4nao, oallocl on .. a t }IJO thio alterllOo,.. 

Tho Ambanatlor roacl to •• a oablocr- wlUoh be bo4 rooo1Yocl troa the SpuJ.oh 

Xlolotry ot O~rco cllr ootinc h1a to ooo .. betoro ontorlnc Into necotlationo 

oi\b tho .Aaoriou OoYoi'DIIOil\ or ito -10• tor a orocll\ to OOftr the uport 

troa the tlb1tocl Sta\oo t o SpaiJ> ot 200,000 \ ou ot wboat . Yo r~ oot1aahcl 

thh to lDTOlYo ollcbtl7 oYOr $5,000,000, 

I t old t ho J.abaooe4ol- \ba\ I bad notbinc to do n th the I JIPOr\-lllpor\ 1llml<. 

ohich be ohonlcl Ol>proaoh on tbio rol>Ject, 1 told h1a that rq - bo4 'boea -

Uoud probabl7 - .. 1\ -• throne~> .. \bat the llpaAioh clbori\ioo bo4 

or111nall7 oubaittocl their roquool tor a orocllt !roo tho ls»ort-t.port lank tor 

cotton. I uplalnecl how tbio bo4 - up 1Jl Parh laot oprlnc. '!'he .bbao•clor 

tol4 ao that ho -., ot oovoo, woll aoqae.iJ>tocl nth llr • .,_or lolloo iD l ba 

SloU Depar-nt u4 llr, 'krrWD Ploroon ot tbo lblport-~r\ lank, and tho\ ba 

oould ... tbooo cent~ clirootl7· lD anowor t o tho Aabao•tlor' . iDq'oJ..ry ot 
mo ao to tho poodblll\7 ot bio obtalDlnc a orocllt tor tho wheat -aaou .... , 

I oonl4 onl.7 a&7 that I w w wo oUll b&d ohoal to osport, but I •• no\ at all 

cortalD that tho lblport-~rt bailie bad &D7 two4.o aY&llablo now. I lnohtod, 

ho .... or, tho\ llr. Plerooa -• t ho peroon nth - lbio •tter ohonld 'bo cllocv.e­

••4. 
llotoro loaYI.D&, t he Aabaoatlor told ae tbal he hoped to ooao lD ooao 4&7 

'boforo lone t o cllOCOlOO Ollftr nth \ho Sooro\arT. 
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B.II.Jr: 

Collins: 

H.II.Jr: 

C: 

C: 

a. 11. Jr: 

C: 

R. M.Jr: 

C: 

Operator: 

H. II.Jr: 

C: 

B.II.Jrr 

8: 

B.II.Jr: 

Hello 

Good afternoon sir. 

Hello Captain. 

Yes sir. 

November 27, 19~9 
2121 P.ll. 

I Just got your memorandum of the 22d about the 
meeting in Johnson's office. 

Yes sir. 

How did he horn in on this thing? 

Well apparently Watson went back in to him. Tbe 
first thing I beard, sir, after I talked with you 
last was a message from him personally and be was 
talking as though he were talking to the President, 
although I knew the President bad lett at 21~ 
that day. 

Yes . 

And I went to that meeting • •• ••• 

Operator. 

Hello - go sbead. 

•• ••• and I went to the meeting and Arnold was 
there - General Arnold, Colonel Byrnes and there 
were three youngsters there from Aviation and llavy 
who didn't have anything to say and didn't know 
much about what it was as well as Mr. Wilbur •• •••• 

Yes. 

••• • and Admiral Spear also ot the Navy and we -
we talked there tor - ob tor only a very abort time 
and then Wilbur augsested that it might be a good 
thing 1t you could find out how ~~a.~cb they wanted. 

Well I thought it -~~ all settled. 
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C: 

H,M.Jrl 

C: 

H. !.l.Jr: 

C: 

R.B.Jr: 

C: 

H.II.Jr: 

C: 

- 2 -

No sir, it was not because the fisures I sot from 
Sumner Welles were just 5~ or the fisures that 
they have over there as t o -.bat the Fre.nch said 
they needed. 

Just wait a minute 
(Aside to someones 
down) 

- wait a mi.nute. 
Open the window from the top 

0 .K. Go ahead. I ju.st wanted my window open. 

.:38 

Yes sir. The fisures that they had over there 
were twice as much as what Welles said they wanted. 

I see. 

So then it was susgested - Byrnes,I think it was, 
sussested that we get 1n touch at once, through 
diplomatic channels, with the French Ambassador 
and ask him to indicate some person who could talk 
authori tatively with r eference to that and that 
was what was done and Byrnes said that he hoped 
that they might have some more on this to-day but 
I have heard nothing from thom so far , sir. 

O.K. Allri ght. 

I ' ll keep you posted just as soon as the next 
meeting happens , sir. 

Thank you. 

You•re entirely welcome, sir. 
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N be _' 39 ovem r 27, 1939. _ 
2:37 P. ll. 

H.u.Jr: Hello 

McReynolds: How are you, sir. 

H. M.Jr: I ' m all r i ght. How is tho Administrative 
Assistant to the President. 

r;m .H. 
VcR: Well I'm first rate, thank you, sir. 

H.U.Jr : Listen , Uac, you old so and so - what - what 
do you want to resign on me tor? I thought you 
were coming back on the l st or January . 

l!cR: Well all I did was to sit down to this roll 

VcR: 

H.l! .Jr: 

KcR: 

H.II.Jr: 

llcR: 

to rel ieve that one and then the boys came along 
and - you see we couldn't make the shifts on the 
other case until I was tormally ott. 

Now let •s understand each other . In the first 
place, this is not my suggestion. 

Yes . 

In the second place, is this something that you 
r eally want to do? I ' ve got an agreement with 
you, you lmow. 

Well I ' m ready to come back anytime that the 
President's willing to speak up. I'll be deli ghted, 
but I, frankly I don •t see how the s ituation is 
likely to change here that will release me in view 
ot their - the development in this personnel field -
ah - within the next few months. 

Wha t you all doing in the personnel field? 

\Vall it's a ques tion of developing thiS council 
and developing the Civil Service - the President 
has given the Ci vil Service - at least he ' s put 
in the budget quit e an additional sum for them 
this year to develop the decentralized adminis­
tration so as to handle stuff in the field that•s 
been handled here with a good deal or duplicati on. 
There's been considerable reorganization down 
there and I ' ve been trying to get the thing going 
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H.II.Jr: 

lleR: 

B. M. Jr: 

t.lcR: 

H. I!. Jr: 

lleR: 

B.U.J'r: 

llcR: 

H.U.Jr: 

llcR: 

R.II.Jr: 

- 2-
:~o 

so that they'd get real aer-r'ice and the argument 
for CiY'il Ser-r'iee exemptions would be eliminated. 
They' ve got to put themselYes in position where 
they can render service for the Departments, if 
they' re not to have exemptions and I th'ink it's 
a bad business to have stuff coming up and every 
time there ' s a pressure some place haYing exemptions 
from Civil Service. And what I've bean trying to 
work out i s a system down there where they could 
really ser-re the Departments and we've gotten a 
pretty fair start on 'it. We •ve got these fellows 
all pepped up and working overtime on it and the 
President has gone along on giving them a little 
addi.tio.n.al money to expand their field serrtce 
actively and I think they•re going to get along. 
I , of course, Congress has to go with it, 

Well the po'int - you've got to get Congress, lluh? 

Ah - Congress has got to allow the additional 
_appropr'iation. 

\'/ell the po'int is this. I want you to know that 
my word with you that the position here rs available 
'is there and if this doesn' t make any difference I ' ll 
sign it but otherwise I don•t want to sign it. 

That doesn't make a particle of difference. 

It doesn' t? 

No - ah - because the understanding that I had 
over there was that whenever I was avaUable to 
come back the place was there •••••• 

That• s right. · 

••• • • and I could come back in it: 

That•s right. 

The only reason why I came, as you know 'in the 
first place, was because I didn't see any way to 
duck it - not that I waan•t interested in it - I 
think there's a Job here that needs to be done and 
I th'ink we're on the way to get it done. 

Then you'd like ae to sign this. 
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llcRI 

s.u.Jrt 

lleR: 

a .M.Jrs 

llcRI 

. B.li.Jrs 

lolcR: 

Operator: 

- & -

I tbiDk ao. 

o.Jt. llac. 

Ran 70u tall:ed to lira. JtloU? 

About what . 

Did she - did she tell you that I didn't tor get 
anniTersary present . 

Y••· 

141 

Ab - 70u see I tllll:ed to Herbert about it betore 
70U went awa7. 

(At thia point the operator cut-in about Welles 
baTing a large meeting in his ottice and tbet 
be would cal1 the Secretary back) 
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R.U.Jr : 

0: 

H.IJ.Jr: 

0 : 

R. !J .Jr: 

o: 

R.H.Jr: 

0 : 

Bello 

WoYeaber 27, 1939. 
211 52 P . ll. 

llr. Welles has quite a large meeting in there and 
he ' d like to call you back. 

Well ••.• 

Be says there•s about 25 people i n his office. 

Well I•ll have to call him back. 

Be • s 1n the Secretary• s office holding this 
conference . 

I ' ll have to call him back. 

Allright. 
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a.11.Jr1 

01 

H.l!.Jr: 

P: 

B.li.Jr l 

P: 

B. ll.Jr: 

P: 

H.li.Jrl 

PI 

P: 

B.li.J r1 

P: 

B.!i,Jra 

P: 

B. li.Jra 

I>• . . 
H. li.Jra 

PI 

Bello 

Randolph Paul 

Bello 

Bello 

Randolph Paul. 

Yea. 

Ben17 llorgenthau, · Jr •. 

Oh yes . 

How are you' 

Fine thank you. 

lfCII'eaber 27, 1939. 
4al!O P.M. 

~ 43 

Ah - Jlr. Paul. The President personally handed 
me this tax memorandum which you prepared for him. 

Yea. 

lfow we ' re having it studied and the answers 
prepared that you suggested, you see? 

Yea. 

And in ta l ki ng i t 
thought to make. 
or the week we'll 

over 
That 
have 

with Johnny we had this 
_. time toward the end 
these answers. 

Ie that t he end o1' this week? 

Yea. 

Yea • 

And I wondered wllether you could come down and 
spend a day w1 t h ue and go over the•. 

I can COM down ~· yOU aq. 
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B. Y.Jrl 

P: 

R. M.Jr : 

PI 

H. M.Jr : 

P: 

B. M.J r: 

9: 

R. M.Jr: 

P: 

H.M.Jr: 

P: 

H.W.Jr: 

~ 

H.M. Jr: 

P: 

H. U.Jr: 

- 2 -

Well • •• • • 

~bat you ought to do is let me know 1n· time so 
I can get the night train. 

Wel l could I leave it this way. Could I have 
an option on either Thursday or Friday? 

Either day you say . 

Because I•m going to invite down two other people 
at the same time (l) Roswell Magill and (2) 
Yr. Knollenberg. 

~ho ' s the second one - I got Magill. 

You may have heard of h.im - Knollenberg? 

Oh surely, yes sir, I took his place 1n this 
office. 

I know you did and I thought that we could sit 
down with all three of you . 

Well I think that would bo swell . 
delighted and as a matter of fact 
me to spend both days on it, I'll 
do it. 

I •d be 
i f you want 
be glad to 

Well that would be fine but if I could have an 
option on Thursday and Friday. And what I 1m 
going to do, i f they'll agree to come, 1 1m going 
to send them a copy of your memor~ so that 
they can be looking at it before1 come down • . 

That ' s all right. 

Because they•ll be worki.ng •••• •• 

Well will you let me know- let' s see - to- day 
is Konday. 

I ' ll let you know tomorrow morning. 

Well tbat.•s plenty of time or you can let me know­
if that ' s not feasible, you can let me know any 
time up to Wednesday afternoon. 

Uo, I ' ll let you know definitely tomorrow morning . 
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P: 

B.V.Jrt 

PI 

All riebt. 

TbUIIt rou. 
TbUIIt rou. 

- I - 145 
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a .II.Jr : 

Ed .Noble: 

H.IA.Jr: 

:1: 

R.!.I. J r: 

II: 

!I : 

R. U. Jr: 

11 : 

H. ti .Jr: 

N: 

H. t! .Jr : 

N: 

B. I.I. J r : 

N: 

Hello 

Hello llr. Secretary. 

How are you. 

Nov ember 27, 1939. 
4:38 P. ll. 

Just fine, thanks. I wonder if you could give 
me a few minutes tomorrow on this Latin-American 
thing . We've been - just about gotten matters 
i n shape where I'd like to talk now and I saw 
the President about ten days ago and he suggested 
t hat I t alk with :you. 

I see. Well now, Ed, is t here a sweat - would 
Wednesday do? 

Oh surely. 

"bat? 

Just as well . 1•11 be t hat much better prepared. 
(Laughs) 

Vlell if it's South America we •••••• How about 
10:30 on Wednesday. 

That will be f i ne. 

Is tha t allright? 

Oh that• s fine, yes. 

I' ll be delighted t o see :you. 

Thank you Ter:y much, Mr. Secret a ry, 

O.K. 

Ooodb:ye. 
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R.II.Jr: 

Welles: 

H.ll. Jr: 

Welles: 

H. U.Jr: 

"' 
H.H.Jr: 

IV: 

H, loi, Jt' : 

1'1 : 

R.!J.Jr: 

!'f: 

W: 

Hello Swmer. 

Yes. 

lfov ember 271 1939. 
5 : 15 p , l(, 

247 

The reason I •ve been trying - I don•t know whether 
anyone has told you - I put in a call at a quarter 
to tour. 

No - I didn't talk since the other time. 

Well I did and I saw this man Jal'lllilo and he is 
going to see you at 5:30. 

Yes. 

Now I sa~d to him, in the course ot the conversation, 
"When do you ex-pect to hear t rom your gove.rnment• 
because that what you (Welles) told me •• ••••• 

That• s right. 

So he said, •oh I'm not waiting to bear from my 
government , I ' m waiting to hear from Mr . Jones . 
He says I have not communicated with my government•. 

Well I•ll have to straighten that out. 

Bets been sitting here- I dontt know- 8th or 
9th of llovember waiting tohear from Mr. Jones and 
he' s co~cated nothing to his government. 

Well I know that be did by airuil ianediately. I 
know that be colllltWl.icated w1 th - the full details. 

Well be said be is not waiting tor any instructions 
from his government. 

Well I know that be communicated immediately and be 
told me that he' d let me know aa soon as be got 
the reabtions. It may be that, technically speaking, 
he wasn't waiting for authorization because I assume 
he came up here with what corresponded mor e or less 
to full powers, but I know that he wasn•t going ahead 
until be got their reaction. 
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Well is he that kind or a person? 

Well I think that's more or leas correct statement. 
I don 1 t think it's to the slightest degree - ah -
it could be in that sense. 

Well he made the flat statement here in front or 
Gaston and Whit e that he was waiting to hear from 
ll.r. Jones and he was not waiting to hear - to 
get any instructions from his government and he had 
not communicated with them. 

Well it ' s one of those things that probably he 
was - probably he felt that he wanted to get some 
definite statement from Jones and at the same time 
he wanted to send down all that he had heard in 
order to get reactions. 

Well I wanted to get that to you. 

Yes. 

Now the other thing, before you saw him - the 
other t hing was this - in the Herald Tribune on 
November 23d, on the financial page, they wrote 
an art icle about a paper read by A. A. Berl e before 
them in regard to ••• • • 

I know what that i s. 

Nobody in the Treasury has seen it. 

All that that was is a series ot questions asking 
for opinions on certain points. 

I see. 

Ah - be told me this morning, a1'ter the meeting 
ot the sub-committee tha t he attends, that he 

wanted very much to send up t o the Attorney tor 
you, now that it got to the point of clari fication -
and I told him that I would call you up and arrange 
for an appointmEnt so that he and I could go together 
to see you, but before I did that I told him that I 
wanted to have an opportuni ty or going over i t myself 
so I ' d understand i t fully. 

Well let ' s have ·some under~tanding between us what 
part, i f any, the Treasury plays in this thing, you 
see, because Mr . Berle, according to the Tribune 
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anyway, he made some kind or a st~tement and •••• 

Well there• s no statement or any kind made Henry . 
It was simply a series of questions that he asked 
the members or the sub-committee to find out what 
they thought should or should not be the right 
course to pursue in regard to certain policies. 

Vlell this is what the Tribune says ••• ••••• 

I saw the Tribune article - it' s absolutely 
incorrect. 

Well you seem in a rather combative mood this 
afternoon. 

No not a bit - the Cuban Ambassador i s 
wi tb me and I ' m not at all combative. 
a very happy conversation. 

sitting 
I'm having 

Well I'm not having a very happy one at this end. 

(Laughs) 

And I say again, if we play any part in this t hing 
I think Ur. Berle or anybody else connected with 
the State Department - if they want any help from 
me they ' d better talk it over with me first and 
not afterwards . 

Well there isn't any question Henry of first or 
afterwards. There wasn' t any use in taking up· 

your time or anybody else ' s time until be knew 
what the opinion of the other •embers of the 
sub-collllittee were with r egard t o the policies 
of their own government. He had to get certain 
information and be •s now reached that stage and 
he came to me this morning, after the meeting or 
the sub-committee, and he said, •I think it's 
now reached the stage where it1 s worth while 

discussing it here•. 

Yes . 

And he then asked if I would make an appointment 
wi tb you so that you and I could both have a talk 
with him. 
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Well -.ben :you•re ready, let me know. 

Yes. Are we having a meetinc tomorrow afternoon? 

Ah - l et me see. I have nothin£ down . 

I remember we agreed the other day that we would 
have a meeting in regard to Jarmilo tomorrow but 
in view of this I ' d better clear that up. 

I think yout d better. 

Did Jesse speak to you? 

Ab - he called me this morn1.ng and I wasn't 
available . 

He called me this morning and I asked him to 
call :you. Apparently he'll be back on llonda:y 
and he wanted an appointment for us to take 
this matter up next llonday afternoon. Will :you 
be here next llonday? 

Oh yes. 

Well could you set some time aside. 

Surely - ah - I was asked yesterday by the 
State Department that Ambassador Bullitt made 
an appointment for me for tomorrow afternoon. 

This is for next llonda:y - a week from to-da:y, 
Henry. 

Sure - sure. Ah - Tuesday is better for me 
than llonday though. 

It i s . 

lluch better. I• ll hold 3 o•clock next Tuesday. 

Well letts make it defi nite. 

Definite . 

Tuesday - a week from t omorrow at 3 o'clock. 
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all clear. 
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.Just a second, 

WI Fine. Row on this other matter, I•a go1ng to see 
you tonight and Ian tell you tben What the situation 
is. 

a.u.Jrl Oh yea, 

W: And - but I wou1d like to come our then w1 tb Adolphe 
Berle tomorrow afternoon, 1t you can get some time 
tree. 

a.u.Jr: Well now let ae see - this - &130. 

W: &130 Will be tine but please don't aalce it one ot 
thos e large meet1ngs because all he has in lUnd 1a 
certain questions here which he wanted to talk oYer 
With you, 

a.v • .rr: Will it be too large it I'• present. 

W: No I mean just you and 1117Selt and himself . 

R.li.J r 1 (Laughs) 0 ,Jt, (Laughs) 

W: Thank you Henry. Bee you later, 

ll.U,Jra Righto . 

• 
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TREASURY D EPARTMENT 

INTER OI"FlCE COMMUNICATION CONFIDE!iTIAL 

DATa Noveaber 27, 1939 

To Seoreury Horgentbau 

...... Mr. a..aN 
Subject: The Bua1neaa 81tuat1on, 

Week ending Hoveaber 25, 1939. 

Oonolue1ona 

(1) OUr baa1c bueineee ind1cee, nov a va1lebl a tor October, 
indicate that induetrial production ia probebl1 near ita top 
tor the t1.ae being. A aoderate eetbaok in the aeaeonally­
adjueted FRS index eeeaa probable during tba earq part or next 
year, but production ¥111 be supported tor a ooneiderable tiae 
by the preeent large backlog or untilled ordere. 

(a) While nev ordere in October continued at the 
h1gh Septeaber level, auoh in axoeae or production, aore 
recent weekly data ahov a falling ott in ordara. 

(b) Our baaio deaand index ahove that production in 
October reached an approximate balance with deaand. 

( o) The orr take or aa.nutaotured goode, vh1le eub­
etantially higher than in Septeaber, reaa1nad aoaevhat 
below the level or producti on. 

(d) The eetiaated inventory index 1noreaaed but 
elightlr. 

(2) The proepeot or a further recover,- later in 194o, 
aeeuaing that the war oontinuea, ie favored br a lack or 
epeouletive aaladjuataente in the current eituation, br an 
1aprov1ng trend or doaeetio de~~And, br a atro.ng poa1tion ot 
the autoaobile induetrr, and by the proepect or increaaed 
export ealea. 

(3) Soae eleaent ot veakneae, however, 1e aeen in the 
large dependence ot 1nduatrial production currently upon the 
capital goode induatriaa. The ratio or durable to oondurabla 
goode pl'oduotion in October appear& h1gh on tba beaU ot ex­
perience in recant yaara. But it i• poaaible that the loag 
period or undaraxpanaion or induetrial capacity, coupled With 
1noreaeed oapacit7 requiraaenta tor araaaent production, .., 
make th1a ratio or leu &1gn1tioanoe. 

' 
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!Qe business outlook 

An additional month ot bueineaa atatietice now available 

show8 that induetrial production is probably close to a top 

tor t he Ume being, and suggests the probability of a moderate 

decline in the FRB index during the early part of 19~. Th1e 

conclusion 1& baaed on the following evidence: 

(l) Du.r1ng October, industrial production reached 

t he approximate level of our basic demand index. Since 

t he volume ot orders on manufacturers' books seeme large 
enough to prevent t he ueual seasonal decline in produc­
tion during November and possibly December, the adJusted 

FRB index iB likely to show a further rise in thie period, 

probably to above the level of baeic demand. The situation 

will t hus be somewhat a1mll ar to that at the end of 193g, 

which was followed by a setback in early 1939. 

(2) Since no heavy apecule tive movement is under way, 

production should not grea tly exceed the basic demand level 

before s ome corrective adJustment begins. Conversely, the 

lack of speculative maladJustments should hold any correc­

t ive movement within rather narrow limits. 

(J) The offtake ot manufactured goode, aa repreeented 

by our index of sales (Chfirt 1), hae not risen ae rapidly 

ae production. This is partly due to the Chrysler strike, 

which bas held back automobile sales, and to the usual lag 

ln retell store sales, but it also reflects ln 801118 degree 

the dependence of t he current bueineae rise on expansion 

ot i ndustrial capac i ty rather t han on actual &alee. 

(4) The ratio of durable to nondurable goode produc­

tion in October roue to a level that appears high on the 
baale of experience 1n recent years . (See Char t 2) Th18 
provides ground tor caution over the busineea outlook, 

although the significance of the ratio may have been dim­
inished by the long period of underexpanaion in industrial 

capacity and by the need ot increaeed capacity tor war 

ordere a nd defense purposes. 

Production in bglance with demand 

The approximate balance reached in October between pro­

duction and basic demand (see Cbar t J) pute the production 

i ndex in somewhat the eame position as in December last year, 

when 1t was followed b7 a moderate setback that wa8 later 
extended by the eff ects of the coal strike and other factors . 
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Unleaa new order• show a renewed upturn, the praaaure to expand production Will probably not be eo great during 
JanuarJ and February aa during December, henoe aoae receaaion in the actual leYel or output ia likel7 to occur. EYen 1t 
the volume ot gooda produced in Januarr should be u the aue 
level a s in December , the seasonal adJuataent or the FRB index would cause a drop ot about ~ pointe in the adJusted index. 
By March, 1t no increaae in actual output baa occurred, the seasonal adJustment would reduce the index b7 about e pointe. 

The automobile situation proal.aea atrong support to bue1-
neas next spring, as i ndica ted b7 the Wide margin ot basic 
demand above the current oroduction leYel. (Shown in lover 
secti on ot Chart 3 ) While the underlling demand t or automo­biles hae been Improved by increasing consumer incomes (con­firmed by a high level ot domestic salee this t all) , current 
production baa been restricted t or nearly two mont he b7 the 
Chrysler shut down . A1though t he war baa reduced the export demand tor paeeenger automobiles, it baa apparentl7 i noreased 
the demand t or t ruoke , but exports ot t he two t ogether have accounted tor onl7 $ per cent ot total production during t he 
past tive years. 

Steel production and textile pr oduction are currentl7 
aboYe their basic demand laYela. An i ncrease in autoaobila 
product ion, howaYer, would increase the basic deaand index t or s teel . A r ecent decline in textile orders oontirae the 
moderate oYerproduction i n that i nduetrJ, but the aituation may soon be r eaedied b)' t he improving demand tor textiles 
due to rising consumer incomes. 

Untilled orders unuaunllJ large 

ot maJor importance i n the current bua1neee outlook ie t he Yoluae ot untilled order s, and t he probable period 1D 
which t he7 would euetain production it new ordera tell ott. 
Available data on untilled orders are Tar)' tragaentar7 and inadequate. It is poeeible, howeyer, to work out an approxi­
mate index ot the Yoluae ot orders remaining to be tilled b7 
comparing i nduatrial production month b7 month With our coa; poe.1te i ndex ot new order•. Such an i ndex, lhovn i .n Chart .. , 
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indicate• that the Yoluae ot unti lled order• inoreaeed turther 
1n October, and at the end ot the aonth wae apparently eYen 
larger than that in the spring ot 1937. 

In t he upper part ot Chart 4 we compare the FRS index 
of 1nduetri al pr oduction with our new-ordere index, expressed 
in terms ot i ta production e guiYalent. In September and 
October, when the FRB index (unadJusted) atood at 112 and 123, 
r eepectiYaly, t he new-orders index reached an rRB equiYalent 
of 147 t or both months. WbeneYer t he l eYel ot production is 
l ower than the leYel ot new orders in a giYen month it aay be 
assumed that untilled ordere haYe increased by approx111atel:r 
the aaount ot this d1t1'erenoe, and Yice Yeraa. B:r add.ing ( o;zo 
eubtraot1ng) the ditterenoea between the t~·o ind1oea, a ouau­
lat1Ye tigure is obtained whloh &aT be ueed ae a aeaaure ot 
untilled ordere (lower section ot chart). 

Three outet&ndlng ! nst anoea will be notad in which new 
order& and product ion declined sharply atter a ooneiderable 
rise. In two or these i netanoee , 1933 and 1937, when the 
index ot unti lled orders was high, production vae maintained 
coneiderably aboYe the new-orders l eYel tor about bal1' a year 
attar the drop in new orders. In 1934, when the untilled 
orders i ndex was rather low, producti on promptly declined. 

The present Yolume or un1'illed orders i e apparently 
large enough to proTide a strong support ing r aot or tor pr o­
duction oYer a considerable period, ae in 1933 and 1937, i1' 
new orders should tal.l below the pr oduction rate. While our 
monthly ordere index t or Ootober reaained at the high 
September l eYel, weekl7 data reYeal a ooneiderable downturn 
in steel and textile orders during the l a tter pert or October 
and early HoYeaber. 

Mote should be taken ot one qual1tioat1on on the i ndex 
ot untilled orders, naaely, that it aay be atteoted to some 
extent by obangae in etooka ot finished goode held by aanu­
tacturera ot thoae goode . It aanutacturera ourrent l:r are 
producing partl:r to build up etocka, tor example, i nstead ot 
delivering their entire production agalntt orders, the actual 
volume ot untilled orders would be aYen lar ger than suggested 
by our index. 
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Inventories remain low 

OUr est i mate ot inventories (shown in C~rt 5) ohowed 
no core t han a alight upturn in October, dou~loas because 
any potential accumulation ot inventories romaine in the 
•new orders• stage, and becauee some part ot currant produc­
tion is going into capital equipment rather than inventories. 
In any event , the inventory oituation remains healthy, partic­
ularly in view ct the need t or larger stocka to handle an 
increased volume ot buei noea. 

Cocoercial loans, which provide an indication ot the 
volume ot goods baing carried by lll&llutacturors and dealers, 
increased noticeably during August and September, aa indi­
cated on the chart, but gained only alightly in October. 
Commercial 1oana ot reporting member banks in New York City 
reached a new high tor t he current movement during the week 
ended November 22. Much ot tho recent gain, howevar, repre­
aenta borrowing by finance companies in connecti on with 
installment sales ot automobllea and trucka. Tending to 
contirm an 1ncreaee in 1natalllllont ealea, our salas index 
in October rose above the estimated sales equivalent ot 
national i ncome, almost entirel y because ot increased sales 
ot automobile-. 

Current business news 

The New York Times index tor the week ended November 18 
waa ott 1.3 pointe, the tirat s etback since t ha week ended 
Augus t 5. Subatantial decli nes in the ind1oea ot automobile 
production, electric power producti on, miscellaneous and 1 all 
other• carloadinga more than ottaet upturns in the indices ot 
steel and lumber product ion. 

The new or4fre index tor the t hird week ot November 
recovered part o ita previous holiday-week drop, rising 
7.6 points to 109.0. Steel order& increased aubatantially, 
but textlle orders declined t o t he lowest level since the 
July ~holiday weak. With the exception ot t hat ot t he pre­
vious week, t he total index ia lower than any other since the 
tiret week ot September. A decline in new ordara ia usually 
to be expected during the laat two aontha ot the :rear, and 
largel:r accounts tor the seaaonal decline in actual industrial 
output at that time. 

The ver:r heavy buying ot Mft11t good! in September haa 
been followed by a period ot d noaa 1n the textile marketa 
while the earlier orders are being abaorbed. Order• in the 

Regraded Unclassified



Seoretarr Morgentbau - 6 

banda ot textile ll1lla, aooordlng to trade report a, aeaiiJ'e 

oapaolt7 operauone tbrough the r-1nder ot the rear. All 

1norea e1ng Yoluae ot apparel aalea 1n reoent veeka 8&7 aoon 

r aeult 1n aubatant1al ordera ot Y&r1oua cotton goode tor 

r1rat quarter del1Yerr . 

: 57 

8ene1t1Ye co .. od1tl pr1oea 1n recent veeta baTe abovn 

little reeponee t o tbenoreaaed 1n4uetr1al deaand, apparentl7 

r etleot1ng Y&r1oua detlat1onarr 1ntluencea ar1a1ng troa the 

unoerta1nt1ee 1nYolYed 1n the war a1tuat1on. Mood7 1 1 1Ddex ot 

apot pr1oea bae graduall7 aagged, While the Dow-Jonea 1ndex 

or t uturee pr1oea ( abovn 1n Chart 6) baa held about unchanged 

t or a nuaber ot weeka, though ah0¥1ng a r1a1ng tendenor 1n 

the paat taw dare. In the lower aectlon ot Chart 6 we &bow 

t an-chart ooapar1eone ot the price trende ot 11 1nd1Y1dual 

oolllllod1t1ee (l) troa Auguat Jl to the Bepteaber h1gb; ( 2) 

trom the 8epteaber b1.gb to Honaber 22; and (J) dur1ng the 

entire per1od troa Auguet Jl to HoYa&ber 22, 
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To: Tho Socro~&r7 

Troo: llr. !W>eo 

The Uin1tter fro• 71nl~d, Wr. Procope, called on at thtt aorning 
anrl &llktd that J d.eliver A ceeesge to 70\l to tht effect that he •aa 
notlryi DI'; uo 111l'orll&l}¥ or !'!nlllll4 '• 4oolro ~o aut their 4ebt obllp­
tlon on Dtctabor 15~h. The lllniot er •ta~e4 tha~ I t would bo Yery 
4ttlrablt if you would a&r&e to allow bia to coat t o peri OD on that 4aT 
aD4 dtltYtr \o ,-ou fll'l1and 11 eheclc. 

l!o ouae4 'fery aucb ln~ereote4 I n bavlnc tho pro~r publlclt,. 
ourroWI4 thlo cooturo on the part or J'!n1an4. I t old hla that I would 
tr~tci t bit aeeeage to you. 

Bt wa. dttlroue of 41tcut•ln& the ~ueation of a cr.ttt to 71nland 
but I tol4 h im that thlo was a matter wblcb I coul4 not 41ocuoo wltb hla 
owi ng to the fact that the whole matter had been turned over to 
Ur . Jet'4 Jonet to deal directly with the 7tnn1th Oovt rnaent. 

:G4 
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TREASURY DEPARTMENT 

WAIH~ 

...... ber Zl' 19)9. 

Arter tho ..t.ing t!U.a 1110~ witb tJle l!xooutin ec-1 ttee 

or tho Open llarkot ~ttee ot tho hdoral. Reoone ~. tho 

Soorotazy uked tho -ber• ot tho TedoNJ. Re- Board w11o were 

present tq r_, behind aa be -eel to tall< to th• aboQt a 

poroonal • ttar. Tboee who atqecl ...,... llr. Ron-, llr. llctoe, 

llr. Draper and llr. S-Ulc. Be &leo col.lecl in llr. limos. 

Tho Socret&!y told tbo croup that be bod tried to olialzloto 

tho di!torencoa between tbe Tre&lllll'T and tho TecloNl Reaorre Board 

and particular~ he bod triad to cont1no whate•er ditteroncea 

there were to the corU'erenco rooa and to keep th• out ot tho rwwo­

papora. He a&id that be 'II'U quito cort&in that the llliiObera ot the 

Board pro....,t a- r- iapoas1blo it i a !or an;r Cob1not O!ticor 

or &J1T -ber ot the Federal Reoene Board or an;r reJX"'aent&tift 

ot other ~ ~mciea to •l<o a public lto-rL or speech 

in which it waa a&1d tbot the apealcer ia expreas1ng IU.a com 

poraonaJ. 'lina witbollt bo'ling tbot lto-rL or apeecb oonaidored 

aa an &lqlteNion ot ottici&l opinioa ot tho orpniaatioa whore tbo 

1ndirtdual. 1o ~. He a&id, tor oXMPJ,o, tbot llr. Ranoa, aa 

onder Socrot&!y ot tho Troea!7, could not •ke a public otot.mt 

and contend that it ropre-.cl oalJ' 111t indi'licluol Yinp01nt and 

not tho rrou.,-•a, ODd. t.lat ~·to wrtr7 otMr 1Dc11Yicluol 
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holding a b1ih office 1n the Oowna.nt serrl.c e. 

. ,..1 .:o 

The Secretary said that about. 4z4S P·"· • November 8th, ChaJ.nnan 

•.coles called him on the telephone advising hl.IO that he would like to 

go 1<1<8/1 tor a period of ten ds;ys or two weeks 1l the Secretary had no 

objection. The Secretary said he had nothing to cliacuso with h1lll and 

thought that in Tiew ot the fact that it oelllle<l to be quiet it would 

be a aood u ... tor him to go away. He then asked Chaiman Eecles 1l 

he had aey questions be wanted to ask b1a before he lett. Cha1zun 

Eecles replied t.het he did not have. The Secret&Jy then said that 

with all this pz-el1101nary, llbich was apparont}Jr intended to indicate 

cooperation on the Chainnan • s part, he certain}Jr was quite surprised 

to read on Nov<mber 9th that Chai"""" Eeclts had deliTered a speech 

in St . Lou1a in which he outlined a tax program. While ChainNlll 

Eccles expl.DJ.nod 1n his speech that he was expressing his own 

personal vi ews, yet he did net think that anyone outside l ooked on 

t ',ose views as ll.r. Eccles• , but thought they also represented the 

Soard • s, as well as the Acb1n1strat1on views. The Secretary said 

he did not think it was plB,ying the g~me ot cooperation as we had 

•areed upon and to put it ~ he was quite sore about it. He 

said that he .... certain the limbers or the Board -.ld not expect 

him to make a statement or a speech on Federal J!Aioerve policy without 

first conwlting the Board. 

Mr. l.!oKee said that he coul d understand the secretary ' s attit ude 

on tho M tter1 that be wanted to assure him that so far a s be knew, 

no -ber ot the Board ,_ Mr. Eccles speech or had &117 idea what he 
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na aoinS t.o talk about. '!be other -bera of the Board confinled 

t.hil ot&t•ent.. Mr. lie( .. did aq that 1n Yi ft ot the tact that 

11r. Eccleo 11 an Aca1nistrat1on man ard bad been called upon by t be 

President on liUIIOrous occasions 1n the. past to cany the ball on 

certain AcDinietre.tion eatters, he would natural:Qo aa..- that the 

ChaiMM 1n uldng &111 8J>"Ch ot the kind be did 110uld first consult 

tbe Preaid.,t.. llhether be did or not, be didn't la>ow; neither did 

111r1f ot the otber -bers preaeot, 

IIJ'. IIanes said tba t in Yiew ot .mat was beinS discussed at 

this •etirlc II& thcu&bt be was called upon t.o aal<e a at&t•eot; 

that the at&t.cent. be eade t.o the press was .. do on hie own a ccount 

Y1thout consultina the Seoret&zy; that he told tbe press he didn't 

believe that l!r. Ecolea was epealdng tor the Adol.iniotrotion1 be was 

reaoonabzy certain that he didn't apeak tor Congre. ee; and be was 

abaolutel,y certain he didn • t speak tor the Tre&eurYJ that tbe onl,y 

reason he eade av repl,y at all was that he telt' it necessary 1n 

loyalt7 t.o his chief, _seoretar,- llors.,thau; that this waa 1n effect 

an attack upon tbe Secntaty md be was not &<>inC to let it go b7 

unnoticed, 

All ll•bers ot the Board agree<~ that it 110uld II&•• been tar 

bettar and 110ro 1t1 litle with the spirit ot cooperation if the Cbeirsan 

had consulted the Seont&zy before be •de thie epeeoh, 1'be7 aleo 

expressed appreoiatioa tor the cooperation tba7 bad · bad froa the 

Tre .. ur,. ot!ioiale, troa the Seeret1r7 down, and t~ thought tbe7 

would all 110rk t.ocether ....,h better if t.h1e 110uld cont1n•. 

2C8 
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Present! 

H. li . Jrl 

Hanes: 

Mr. Hanea 
ltr . Tarleau 
wr. Blouah 
11r. o 'Donne 11 

November 27, 1939, 
3t30 p. m. 

I gave t he people a report this moming -.hicb 
was forwarded by 1118 - by the Pl-esident to me 
from one flandolph Paul. I am be ving it a ten­
oiled and it isn ' t finished yet . Aa soon as 
it is finished, would you (reporter) make a 
note for lira. Klotz that eacb pereon here get 
a copy or thatt 

The thought that llr. Hanea and I bad was that 
we would get you people s t arted on certain 
revenue mattere , and if you could do this tor 
me - I don't know whether Nr. Eanes needs it -
it you could boil the thing down - you see 
there are two sections, one to raise revenue 
and one which talks about loopholea , but if 
you could boil t he thing down a little bit 
more 1n 1ff1 kind or language, it would be aort 
ot helpful. 

I think I speak a language here that is pretty 
plain about this tax situation. I might start 
out and l et Roy till in the places where we 
have to get the technical aide of i t , I said 
to ~y ae s oon as I read the President's message, 
I thought we ought to get to wolic and produce 
soaetbing to get thinking on, in other words , 
quickly, as to how we could raise 500 million 
dollars or revenue i t we are called upon to do 
it, having 1n mind f irst that "e aro not pro­
posing ~thing other than saying, "Here are 
the various ways i n 'llbicb we oould, i t we had 
to, raise 500 ..S.lllon dollars. • So Roy baa 
separated each one of these 1n two different 
optional wa,-s of doing it depending upon the 
policy adopted by the A~nistration in the 
final anal,-sis as to bow it wants to proceed. 
It _,. be that - doubtleu will be that a com­
bination of eaoh or theae - combinaticm of all 
these optiona would be thrown together so the 
tax on an,- OIWI wcm•t be up too greatl7 1n &n1 

one ca tegor,-. 

: cg 
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Ria t irat option - it t he Administrati on abould 
decide that we will got tbia whole 500 milllon 
dollars out ot income tax - as 1 s ay, we are 
taking i t • that way and when I get through w1 th 
thi a I will give you a broad outline of bow we 

! 70 

could combine the options , put them together and 
take the 500 million out or all options combined. 

There are ways that we can raise from the indi vidual 
income t ax by reducing the personal exemptione to 
$800 tor single individuals and $2000 for married 
pereona and raise, thereby, about 50 million dollars, 

The eeoond pla ce in the income tax, we could limit 
the earned income credit to 10 percent or the 
exceee ot earned net income over the eum or the 
personal exempti on and credit for dependents, but 
not to exceed 10 percent or the aurtax net income. 
We ooul4 get troa that about 18 million dollars 
more, 18 milllon nine. 

·Third , we could increase the nonnal t ax rate from 
tour to six percent and get out of that 1~6 million 
dollars. 

Fourth, we could increase the surtax rates by 
adopting a rat e s chedule i mpos i ng the heaviest 
increases on incomes between $7500 and $75, 000 and 
we could - depending on t he height or the raise 
that we wanted to uee, we could get out of that 
anything you want up to 2•0 milli on dollars . '!hat 
is ono way or •• •• 
Might I ·aay one word on that? I think it 1s quite 
clear that any way we raise 500 million dollars 
is going to come out or aomebody' s income in some 
way or another. The tact that we aM getting now 
about, aay, one billlon one hundred million dollars 
tram the income tax means that i f we increase the 
yield 500 m11Uon dollars , people on the average 
will have to pay just about one half more personal 
income tax than they are now. 

That 1a Option 1, taking the indivi dual income tax. 
Opti on 2 1a trying to get it all frcm the eetate 
and g1tt taxea, and that calla tor a a.chedule auch 
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aa we bad worll:ed. out one time before tor the 
President in wtrl.ch we figured to get ao~~e 

171 

250 1111ll1on dollars out or the eeta te and g1rt 
taxee. S1x diffe rent elemante 1n t hat that go 
to make up that particular raiae, auch ae changing 
the apeci f i e exemption from t40,000 to a speci f i c 
exemption determined by aggregating a number of 
exemption• which are stipulated bare. Than by 
al11111nat1ng the $40, 000 eatate tax, then by 
decreasing the annual allowance ot tax- tree girta 
par donee !rom $4,000 to $2,500 and then b7 re­
ducing the apecit1o gift tax exemption from 
$40, 000 to $15, 000 all4 rive and a1x by increasing 
the general rates , over-all ratea on all estate 
and gift taxes. 

Have you got that ror _, 

Yea . I have some penciled figurea down there 
abo wing the amount or tax to be der1 ved tran 
each one or these. 

Would you r a ther give 1t to me tomorrow? 

No, you keep that one. 

Option :5 ia takinst 1t trom the corporation taxes. 
Ir we try to get It all out of the eorporat1ona , 
what 1t means 1n erre ot ia raising the present 
tax on oorporat1 one trC/1!1 18 percent by 7t percent, 
1n otberwords, about 25t percent would be 70ur 
corporation t ax rate. 

Your next option, number 4 ••• • 

Ra1a1ng 1t 7t percent? 

Ra1a1ng i t from 18 to 21>t percent, that 1a right . 

Yea. 

The next was Option 4, which waa the apec1al excise 
taxea onlT• You could gat 1t b7 1noreaa1ng the 
gasoline tax; increaa1ng t axea on bear and die­
tilled ap1ritaJ 1noreaae b7 50 percent the ratea 
on taxae or the .-nutaotura of c1gara and anurf ; 
nbat1 tute ror t11e praaant taxa• on the tranater 
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or bond a and baae the tax on the a a lea pr1oe; reenact 
tbe cheek tax1 reduce t he present exanptiona under 
the 10 percent adm1aaiona tax from 40 to 20 cents; 
seven, impose an import t ax on tea and coffee· and 
eight, increase the exc1ee tax on passenger a;.t~ 
mobiles . 

And other things too numerous to mention. 

Option 5 ia a general producers' sales tax on value 
added, That amounts to, in effect, a grosa tax on 
corporationa. All corporations earn a groae income 
of about ~ bi llion dollars, so a two percent groae 
t ax would bring 600 million dollars. 

Option 6 combines Optione 1 and 5 in a manner calcu­
lated to balance the ta.xea among a variety of methode. 
!low, just taking from these things .... 

Excuse me. You (Blouabl fix t his up a0t1e , giving 
mo a t the top of each page the •••• 

I am sorry, !lr, Secretary , the d1fflcult7 i s that 
we wou l d then have to submit speci f i c rete schedul es . 
It you wish those •••• 

You have got a •• •• 

Mlat we are saying ie, we can r a ise 500 million 
dollars by tb6ee methode . It you want to eee what 
it would mean in terms of ra tes, t hen we will pro­
duce specifio rate schedules which will turn the 
tr1 ck. 

I think you hAve got to do it. 

I t aeems to me that we have got an approa ch - I don't 
think this thing - of course, we are not read)' yet 
to talk specific t h ings, but I do thil'll< we can 
approach 1 t. If :you were called upon to talk to 
tb6 President, I don' t thil'll< :you could go over there 
with a lot of options. I think you have got to go 
over there and say, euere are three waya you can 
raille 500 1111111on dollars . 'nll<e your ehoioe • • Or 
four wa:ys , or six -ys, b:y a combination of all 
theae things, and let h1m a&)' what the poliO)' 1a 
going to be. You will go bad< and raiae enougb 
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taxes from those things , knowing the polio7, ouch 
aa this. For instance, we were just speaking 
there before we ca2:1e 1n here , by o. c0111bination ot 
all these things, we eou.ld reduce the exemptioru~ 
and ral.se 50 1111ll1on dollars. Increase tho no.,.l 
tax rates by two percent, we would ra1oo 136 1111ll1on. 
It we would increase tho surtaxes between $7500 
and $76, 000, we would raiao 120 million, and then 
r aise tho - I mean 1noreaae the estate and gift 
tax by enough to raise another 120 milli on. Then 
take another specific item, ouch aa maybe excises 
or whetever we decide to go tor end raise it by 
an tJ:IOunt to make e total ot 540 million dollars. 
I say 540 million because i t would II1J:1Pl11'y the 
Dituation tremendously it at the same t1.me we do 
this we lower the surtaxes to got tho same amount 
ot dollar• trom the tax on incomes but to lower 
tho surtax to tho rates where the fellow says 
that , "'ooy Government is not being unfair to me , 
1t 1s tak~ 50 percent and leaving co with 50 
percent .... 

Lowering the surtaxes to whoreT 

60 percent. That would coot ue 40 million dollars. 
So I say raise 5 40 million dollar s new taxes and 
take your surtaxes back to 50 percent then you have 
got 500 million. I don I t know 1f I have ever '""de 
clear - I am trying to make clear to everybody tba t 
it ion 1 t the total number ot dollars that I want to 
reduce the tax on the surtax, it 1e the psychological 
impact of that 60 to 79 percent whi ch orsatea a 
stagnation 1n the minds of peopl e that might othe~ 
w1oe do something wi tb their 1110ne:y boeidea hide it 
1n tax- exempt banda. 'lhererore , I say , raise the 
middle bracket enough to take !'ro!:l tho higher 
brackets juat aa much mone:y as :you are taking tram 
them now 1n dollare ao that the reduction 1n dollars -
there 18 not going to be an7 reduction in dollsrs. 
Rabe those middle brackets b:y enough - because 
the rolla• in the b1gn bracket pays in every 
bracket . He goea tram 4 percent to 79 and po:7a 1n 
ever:y bracket, eo raiae that middle bracket high 
enough to catch that rellow all the war up to a 
$75, 000 l1m1t and make JOUr $75, 000 111111t :your 
~ima surtax beginning, it you like. Lower the 
pos i tion ot your maximum surtax 1f you will , eo 
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ae to get that fellow to pay just ae many dollars 
ae ho is p~ng now. It isn't the high rate, it 
is t he untai r rate I objeot to . 

John, in mentioning it to the President, I think 
the Secretary ought also to bring out the thing 
I diecueaed in there, ruunely, t hat i f we devote 
our attention to income tax and estate taxes, 
there will be quJ.te a lag in the realization of 
the increased revenue as contrasted with any 
expenditures me may antici pate in connection with 
national defense . In other words , the income tax -
i f we rais e 1 t now and appl;v i t to the calendar 
year 1940 i ncomes , i t will be d1atr1buted over 
f iscal '41 and fiscal 1 42. In other words, it 
will be collected in calendar year 141, and the 
estat e tax has an even greater lag, because it 
won 't appl y until the day the Act i s passed and 
then the return is not filed - need not be tiled 
until fifteen months after death, so that from 
that fifteen months or for tho enauing twelve 
montha, or a period of twenty-nevon months before 
you get your revenue - he ought t o be made to 
r oalize that. 

\'loll , I think he does. For once, tho New York 
Ti mes editori al and myself a gree in what they 
said i .n their last sentence thia morning , that 
the people wouldn ' t object s o mucb to new taxes 
i f they f elt that the Government was really 
cutting down expenses, and I have a sked Danny 
to kind o f surreptitiously, or otherwise, get 
t ho fi~es for me on the budgo~whieh he is going 
to do just as soon as this financing 1a through 
tomorrow. He i s working a t it now, see. 

Ye:s . 

I am i n the dark. I don 1 t know wbore you are, 
but I don 1 t know me thor - I think somebody 
told tho President incorrect i nformation when 
he said he could bave a two billion dollar deficit 
and- with the~ and everyth ing alee, Why •••• 

Of course, I am very 111Ucb concerned beoauao he 
baa been talking about expenditures or nine to 

~ 74 
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nine and a baU blll1on dollars and be baa been 
talking about the two billion dollal' deficit , 
theH\17 inferring 1lba t the Hvenue a weN going 
to be, and they are W&J in exceee of Rn)'thing 
that we envisage at thia time. 

\Vall, I don •t want to C1o any gueu~, but Danny 
think a - I mean I don 1 t want - I don t want to aa7 
let's wait until tc.c>I'I'Ow or next C1a7 becauae be 
1e going to have aot>8 fisurea on hie c:ut'f fol' ua , 
JOU 888• 

What I would like to get JOU to tell ua now 1e 
thia, do JOU want us to work - bow do JOU want 
ua to work? Do you want ua to ttorlc th1a thing 
out and complete it 1n four or five alternative 
complete pi'Ogrtma for 600 million dollarat I 
mean, juat to ra1ae •• • • 

175 

Do juat what the President says , SilO million dollars, 
bu t I think we ought t o - none of these mentioned 
excess pi'Ofite, which is mentioned - I think we 
ough t to C1o it ourselves and then we ousht to 
analyze Randolph Paul's repol't as well, t hen tell 
b1m when be comea down bei'O, plus tbeao other 
gentlemen, "Now, this 1s what the Paul IIOIIIOI'&ndUIII 
meana," because Paul not onl7 auggoata new ones 
but he euggests changing certain onea . We loae 
so 11111ch, we gain ao much. All r1g)lt, now that 1a 
an anal7aia and I think .. ought to aend &. formal 
anawel' baalc to the Pl'eddent. "If you C&l'l'J out 
Kr. Paul'• suggeation, JOU are going to loae ao 
muoh l'ovenue and gain ao much, plu~ or minus." 
That 1s numbel' one that I would like to get , you 
aee, Joh.nn)' . 

Yea. 

Then f ol' JOU and me to be :read)' ao that when the 
Prea1C1eot aanda for ua, aa.)', "Now 1 do you want to 
talk about the various W&JRT We ai'O read,)' to give 
70u a half dozen SlSS•a tiona which we would like 
70u to look at and tell ua which would aeem the 
moat advisable. 

'lba t anawel'a 111 question e:u.ctl7. 
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'Dlere are two d1at1Det th1nga. oa. 1a to taka 
the Paul •-ND4- and &~~&lJ•• 1t and gin a 
tomal anawer to the Prea1dant , We will do 1t 
juat the _,. he did, one tor the President and 
one tor llr. Paul WbJ.cb will clear through tha 
lh1te Bouee. ~t 1a the way Mr. Paul 4id. 
Then •• will aay 1n a latter, "Now, Mr. Prea1dent, 
here 1e th1e , ~ time you are read.y, llr. Banea 
and I are read7 to ooma and g1Ya JOu a halt doaen 
altarnat1Ye auggeationa 1t JOU oara to look at 
th•, aa per JOur 'lfal'lll Springe apeech. • 

And th1a we will eont1ne .. ereilifto raising 500 
million dollara re•enue, Wot . olea 1D the 
tax structure, juat the 500 mill on dollars 
re•enue. 

I th1nk that 1a right. 

All right. I understand that , 

Ie that all r1gbtt 

It 1a 1ntereat1ng about Randolph Paul. 
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TREASURY DEPARTMENT 

INTER OFFlCE COMMUNICATION 

DATE Novem'!ler 27, 19}9 . 

TO Seoret~rt rgenthau 

Mr. Haae .. 

The De 1 t and the Provision ot Reaouroee Out-
side ot It. 

SUbJect : 

I . How Near Are We to the Debt Limitt 

On November 20, 1939 , the •total gross• direct ~ubllc 
debt o£ the United States amounted to approximately i 4l. 3 bil­
lions. About $600 mill i ons ot this wae not iaeued under the 
teres of the Second Liberty Bond Aot, and so i e not eubJsot to 
:J:e $45. 0 billions limit on the total amount ot debt ieeued 
under ttia Aot \lhloh may be outstanding at ant time. No new 
&eouritiee may be issued at the preeent time, however , except 
under the terms ot the Seoond Liber ty Bond Aot. The total net 
aoount wh1oh may be raieed by the ieeuanoe ot direct public 
debt obligations at the present time wi t hout an increa se in 
the debt limit ie, therefore, about $4. 3 bill1one. 

Th1e amount 1& available to finance the deti oit. It i s im­
portant to note thal< the deticl t to be financed 1n thla sense 
is not the eo-called •cash det1cit1 but the total •bookkeeping 
def1oit0 • The excess ot t he bookkeeping detiolt over the oaeh 
deficit consists prinolpally ot special securities issued to 
Government trust t unds, particularly those set up under the 
Social Security Act. SUch securities must be issued, h~ever, 
under the terms ot the Second Liberty Bond Aot and, therefore, 
use up the total authorization under1th1e Aot Just as much ae 
though t hey were eold to the publ1o=4 

!/ It should be noted In paesing that a8Iee of Orilt ed states 
Savings Bonde often aleo eubtraot ed trom the groee book~ 
keeping detiolt in computing t he aaount neoeasary to be 
publicly t1nanoed, are not valid exolue1ona tor purposes 
having to do wi th the debt limit, tor savings Bonde are 1a­
aued under the terms ot the saoond Liberty Bond Aot and uee 
up the debt author1u.tion under that A.ot the &aiDe ae any 

other aeour1tiea. 
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The tree reeouroee ot the 'l.'reaeur,, 1n the tors ot unueed 
debt authorization and oaah 1n exoeu ot the au1.111ed a1n1aWI 
necessary amount were 18, 0 b1111one a year ago (Hoveaber 20, 
193g) , Today1 they uount on the eaae bade to f4,8 bllllone 
a deol1ne ot t3• 2 b1111one tor the year. ' 

During th1e period, however, about t6o0 a1llione net waa 
reall<ed by t he tale or red~t1on ot guaranteed eeour1tiee held 
by the Treaaur, at the beginning ot t he period. Thle eouroe ot 
tunde baa now been praotioally exhauettd ae the Treaeur, now 
bold& no further iaportant aaount ot guaranteed obl1gatione .• 

E1oept t or the sale 
Treasury- held guara.nteed 

'Tel~t 
today. 

Finally, 1t ehould be noted t hat eXJ)endituree financed by 
the sale of guaranteed obligations do not uee up any ot the 
S45 bl ll1ona authorization under the Seoond Liberty Bond Act. 
SUch eJ3)end1turee, therefore, contribute t o the real deficit 
vlthout puehlng ua againet the etatutory 11a1t on the dlreot 
debt . All such tJ3)end1 turea are already excluded, however , trom 
the bookkeeping deficit. The ieeuanoe ot guaranteed obligations 
to pay them, therefore, does not help a .. t the bookke~ping det-
1o1t. Thle detio1t auat be tinanoed entirely by the t4. 8 b1l-
11ona or tree reeouroea previouely a ent1oned, unleaa the debt 
l1a1t 1a 1noraaaed or eo.e ot the dev1oee dleoueeed lat er 1n 
thle ll lllllorandWI are utllized. 

II, Ileana ot Prov1d1!!f J'Wlda 
OutdC!i of the Debt lilt 

A. Other Than bl the Uae ot IIOnetarz Dertou 

• - g 
.:. I 

There 1• Teey 11ttle that the Treaeury oan do to proTide ad­
d1t1onel tunda oute1de of the debt 111111t without leg1alat1on or 
vltbout retort to aonetary dertoee. 

The meet obY1oue e~edlent would be the tale of aeeete. It 
was 1n thle way that about t6o0 a1111one wae ra1eed during the 
past year by the eale. ot guaranteed obl1sat1one prev1ouely held 
by the Treaeuey, Thla olaea ot aaeet hat been about eshauated, 
however, and nothing 1e aTa11able to take 1te plaoe. 
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The only readily marketable aeeet ot any ei£e direotly held 
by the Treaoury eeema to ooneiet ot about $50 mllliona ot bonda 
ot the TVA. There are aleo .available about 865 millione or ob­
ligati ons acquired by the PWA1 which might be aold to and ri­
naneed by the RFC, and about •ljQ ailliona ot aharea ot federal 
aav1nge a.nd loan aeeooiationa, which a1ght be aold to and fi­
nanced by the HOLO. The traneter ot the latter, however, might 
require legislation. In any event the total amount which could 
be raised by the sale ot aseets directly held by the Treasury it 
very PAll - not aore than $100 to $200 m1111cna at beat -- and 
would not be ot much help compared V1 th the aagn1 tude ot the 
>~hOle problem. 

The sale ot assets held by a genoies which nov have guaran­
teed debt outstanding vould not in itself be belptul, aa the 
tunds 80 secured would ordinarily be applied to the reduotion 
ot the a gency ' s own debt. In order to divert tunds eo received 
to the general purposes or the Treaaury, it would probably be 
neessaa ry to obtain legislation, reducing the capital &took ot 
the agencies. Such legislation might be more dirtioult to aeoure 
then an increase in the debt 11m.it itselt. In any event the re­
lief vhloh might be so obtained vould be emall. 

The p.gsnoiee might make some contribution to the Treasury• 8 
problem it they would borrow vell ahead or their needs and main.­
tain a 8Ubatsntial oaah balance in the Treasury, rather than ex­
pecting the Treasury to carry them in any emergency while they 
borrow rrom band-to-mouth. SUch a procedure, carried only to the 
point where the agencies dealt with the Treaaury as they vould 
with an independent bank, might in many cases be quite sound 
from n riecal point or viev. The net gain& would be small , how­
ever -- not more than 8200 or $300 millions at the moat. 

B. By the Use or MOnetary Devices 

A total or nearly $11 bill1one could oonos1vably be added 
to the Working Balance or the Treasury Wi thout the iaauance ot 
4n1 public debt seourltie• under the Second Liberty Bond Act by 
the exercise or the monetary povera already poasesaed by the 
?resident and the Secretary or the Treasury. These povere and 
the amounts that might be realized by exero1alng them are aa 
follows: 
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1 . 

2. 

Monetize the eUver bv.llion now h eld at 
cost v.alua i n the General l'und. That 
is, r evalue it at $1.29 an ounoe and is­
sue stlver ooine or oertitioatea there­
tor 

Raise the liiODetarJ 'f8lue or Silver ti'Clll 
$1.29 an ounce to $2.19 M ounce - the 
aa.me percentage inorease a a vae made in 
the oaee ot gold 

Reduoe the weight ot t he gold dollar to 
50 percent ot ita pre-193~ weight -
that ie, raiae the pr1oe ot gold troa 
$35 an ounoe to ~1. 3~ an ounoe 

Increase the monetary 'f8lue ot aUver to 
t2.59 an ounoe ( to a ratio ot 16 to 1 
with the weight ot the gold dollar, ae 
reduced in 3) 

8ubtotal 

5· Issue 1 Tbomae ourreno71 

Total 

(Billions) 

• 1.5 

2. 3 

3. 1 

1 . 0 

Ot the foregoing powers, thOle permitting the reYaluatlon 
ot gold and s11Yer e:Qlire on June ,0, 19~1, unleu extended. Tbe 
others are without definite time limit. Eaoh ie d1aoueeed in 
turn in the paragraphe that t ollov !/1 
(1) llonethe the aU Yar bv.lllon nov h eld in the General fund 

In carrring out the II&Jidate ct Oonsreu under the 8Unr 
Purohaee Aot ot 1934 thl 8eorett.rT hae oonti ned the aaount ot 
ailver oertitioatee teeuad to the ain1aua permitted b7 law; that 

!/ ft ihoU14 be nota4 tb&t the 8iibl1ization run4 4oee not enter 
•• a potential aouroa tor inorealing the working balance or 
r&laing the etteot1n borroiiiUC 11a1t beoauaa, althoueh the 
lund 11 •powered to puroll&ll OoYa~nt aaour1t1aa, no pro­
·naton aneta tor tha oanoallat1on or euob eaour1tiu ae part 

or the public debt. 

!eo 
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11 be b8.s i ssued e11.ver oertit1catee in an aaount equal. onl.;r to 
tb~ cost or the e1lver purchased b;r hl.m under that act, and bas 
18eur.d'these oert 1tioatee with only a portion or the silver ao 
purchased. Aa a consequence or this policy, there baa accumu­
lated 1n the l<eneral. Fund of the Treasury some lf~25 m11.11on 
ounoes or s11Yer bullion, vi th a coat val.ue or 6ov:f m11.lione, 
ag~nst which no a11.Yer oert1ricatea hAYe been iaeued, At any 
umo, hOwever the Secretar:r can, under that Act and v1 thout 
turther l egisia tlon, · ieeue eilYer certiricates up to the tull 
moneta~ value of this silYer. 'l'h1s action woul.d add approxi­
mately ~1. 5 billion& to the available aesete ot the General. Fund 
w1th~ut involving the iasuanoe of public debt seouritlsa under 
tte Second Libert:r Bond Act. 

(2) Ra1ae the monetary val.ue or sUver to $2.19 per ounce 

Under existing etatute !/, the Pree1dent eould increase the 
100netary valuo or sll.ver to the same extent that he has al.ready 
increased the monetary value or gold; that le, by 69 percent. 
Such a step woul.d raiae t he .. onet&ry yal.ue or a1lver from $1. 29 
an ounce t o $2. 19 an ounce. '!'he monetary prices ot e1lver are 
art1tlcial prices, ot course, and are tnr above the existing aoar­
ket level. The $1 . 29 price has the Just ification at least ot 
long t radi tion: '!'he monetar:r value or allver has r emained at 
$1. 29 an ounce since the original establishment or the monetary 
oystem or the United States b7 the act or Apri l 2, 1792. Raie­
lng the ~onet&ry value of silver to .2. 19 an ounce woul.d &dd 
$2. J b1111ons to the l<eneral. Fund or the Treasury. 

The President, under the authority or exist i ng st&tute ma1. 
fix the weight or the gold dollar at not less than ~0 peroent£r 
no~ more thin 66 percent 1/ ot its termer weight. Onder the 
proclamation ot January 3T, 1934 , thls weight has been fixed at 
59. 06 peroent ot 1 ta rorw~er amount. '!'he present weight m.lght, 
th~refore , b7 prool.uation and withOut change 1.n ex1at1ng law, 
be decreased bT &bout 9 percent of the old weight. 'l'hlo step 
would be equivalent to raloing the price from 835 an ounce to 
$41. 34 an ounce. It would add $3.1. billions to the 'l'reaaury ' a 
lhneral Fund balance . 

Y oo1a Reserve lOt ot 1934, eeotion 12. 

Y 'lltle III or the Act apprond M&7 12, 1933, eeot1on 4J(b) (2) . 
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( ~) Increase the monetary Y&lue ot eilver to $2. 59 an ounce 

It the President, by proclamation, turther reval.uea the price 
ot gol d, he might take a1.e1lar action, under ex1at1ng atatute !/ 
w1th respeot to the price or a1lver. It t he price ot gold ia ' 
~eed troc $35 an ounoe to $41.;4 an ounoe, aa noted in (3) 
ebOve, the prioe ot s11Yer could, in order to aaintain gold and 
e1lver prices a.t a ratio ot 16 to 1, be raised trom $2. 19 to 
~2 . 59 an ounoe. Suoh a step would add a turther $1.0 billion 
to the Treaoury• a Gilneral J'und balanoe. 

(5) Issue 0 Tbomaa currenoy• 

Under Title III, Seotion 43 ot the aot approYed Kay 12, 1933 
( the Agricultural AdJustment Act), the.Preaidsnt ia authorized to 
direct the Secretary ot the Treasury to enter into agreement• 
v1th the Federal Reserve Board whereby the Federal Reeerve banke 
wo~ld conduct certain open-market operations, and ae a result 
thereof would add $3 b1llione ot United States obl1gationa to 
the1r Government aeour1ty portfolio. It the Secretary ie unable 
to secure t he assent ot the Federal Reserve banks and t~e Fed­
eral Reserve Board to suoh operations, or it the operation~ eo 
~ndertaken prove to be inadequate, howeYer, he is authori&ed to 
1seue paper money and to uee th1a money, oommonly referred to ae 
Thomas currency, •tor t he purpoee or meeting maturing Federal ob-
11gatione to repay auma borrowed by the United Statea and for 
p~cb&a1ng United States bonda and other interest-bea.ring obl1-
gaUons ot the United State e. • He may iaaue th1a money in auoh 
aao~ts as the President may approve, aubJeot to the reatriction 
tb&t the aggregate amount ot auoh currency outstanding ah&ll not 
exceed $3 b1lliona. The iasuanoe or auoh currency and its use 
t or debt retirement would tree that muoh ot the debt authoriza­
tion tor uee tor other purpoaea. 

Tbe exeroiae ot any ot the toregolng powera woul,d reault in 
an approximately oorreepon41ng increase in member bank reaerna. 
The funds apent by the Treasury would not , therefore, be l1m1ted 
1n thelr expaneiYe etteot upon the monetary eupply to their ab­
aolute amount, but would be capable ot expand1.ng that eupply in 
the ratlo ot about eaTen to one. It all ot the monetary mean• ot 
ra1a1ng tunda l1eted 1n thia aeaorandua were utlli&ad, preaent 

Y GOld Learn lOt ot 1934, uotlon 12. 
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uoe11 reserves ($5 b1ll1one) would be inoreaaed to ~proxillatel:r 
t l6 b1ll1ons, and, at a ratio or about seven to one, would be 
oap~ble or supporting eomewbat over $100 b1ll1one ot additional 
depoalta -- an amount or depoe! to equivalent to about tv1oe the 
preeent volume or depoaita (exoluaive or interbank deposita) held 
by all banks in the country. 

The problem or exoeaa reserves ia already ao aerioua, how­
eYer, that it ma:r require the application or new and run~ental 
meaaures, in an:r event. Such meaauree are outeide the ROope or 
;hla muorandum. It such measures are considered neoeaaar:r and 
lneYltable, it might easil;r be argued, however, that aaveral 
billion dollars, a44ad to excess reserves at the preeent time 
might luwe the poai t1ve advantage or bringing the problem to a 
head before it beoomss more d1rtioult ot solution - - due perhAps 
to tho emergence o t a boom. 

I ! an increase in exoeas reaarvaa ie to be avoided, 1t 
ehoul4 be pointed out that the Board or Governors ot the Federal 
Reeern srstem oould, to a l1m1 ted extent, orraet the etteot ot 
Treasury monetar:r opal'&tions upon member benlt reae.rvee b7 undel'­
tak1ng certain compensating act1one. These actione could take 
tbe form ot an increase in member bank reserve requirements 
'<ithln the limite or the present statute, or the sale or a por­
tion or the securities held in the open-market portfolio. The 
sale of $1.5 billions from the Government security portfolio or 
the Reserve banks, tor example, would be sufficient to ottaet 
tbe monetcry etteots ot the moneti£at 1on or silver bullion de­
eoribed in (l) above. 

I t this were dona, the Treaeury could secure $1.5 b1ll1ona 
ot tunds to meet ita eXPenditures without increasing exoeas re­
serves a nd without the issuance ot aeour1ties under the Second 
Liberty Bond Aot. The Federal Reserve banks would, ot course, 
be worse off tiaoally by the lose ot $1. 5 b1llione of earning 
aaeets; and, trom a monetary viewpoint, would have lost $1 . 5 bil­
lions or their •ammunition• tor uae in tightening money rates. 
1be lll&rket might be somewhAt unsettled by aale or the aeourit1es 
b7 Federal but 1t it were properl:r handled, suoh aale ought to 
be li t tle ~ore disturbing than bad 1t bean made d1reotl7 b7 the 
?reaeury. 
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TREASURY DEPARTMENT 184 

DA ... lonaber 27, 1939 

TO 

,00 .. 

secretar, Korgenthau 

Kr. White 

SubJect: Inroraat1on We would Like to HaTe About Oolo•bta 

l. 

2. 

J. 

What klnd or loan 1a Coloabla eeeklng to obtalnt Ctl0.5 all­
l i on ie t he tigur. we haTe,) 8peo1t1call 7 what uee doea 
Coloabla plan t o aake or the dollar proceeda aa d1at1nct 
r roa an7 local curr.nc7 proceeda abe u;pech t o obtain troa 
the aale or dollara p:t.ced at her dlapoaal . 

What baa happened to Coloabia'• tor.l(P'I trade a1.nce the war 
begant Rae her trade wi th Oer.an7 either dlr.ct17 or 1n­
direc tl7 ceaaed entlr.l7t (It uaed t o be about 11 atllion 
a acnth, chietlJ cottee.) What are their holding• or Geraan 
u rket 

How IIUch gold and torelgn exchange doea Ooloabia now hant 
Our leteet figures are 12~ aillion aa ot Septeaber 1. 

It Ooloabla 1a aeeking a ahort-tera loan or a ao-oalled 
exchange atabllizatlon loan it ie eapeciall7 laportant tor 
ua to know what happened to her trade and tor.ign exchange 
11noe the war began. 

~. Don Ooloabla conte10plete p:t.clng an7 reatrlcUone on an,7 
or her iaporht It ao, whioh 1aportat (laport llcenelns 
h in toroe.) 

5· How auch r.nnue and looal ourr.nc7 and how auoh rorelgn 
exchange 1a Ooloabia going to obtain troa the newl7 denloped 
oil tieldat 

6. We are alae wai t1ng to leal'ft what otter the Ooloab1an Oo ... l'ft­
aent 1a going to -.te with r.apeot t o ( a ) HrY1o1ng the 
Pederal debt, ( b) aerTioiDI the local goTerna.nt obl1gat1ona, 
and ( o) aerYio1DI ot the arr.ara ot 1ntereet paJMnU. 

1. What 1a the exact POWlt ot rlderal and local bonda held 
ouhlde ot Ooloabla. How un7 ot the bonda are held b7 
the TNaiNZ'J or Central Bankt 
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Movember 27 , 1939 

':o: The Secrtt&r)" 

rron: t.:r. liMe• 

I n acrord&"'Ce w1 t!:. ~ur lnstn:.c t ! ors I had a lon.t diaoulion n t.h 

~r. Trarhft«en or th4 Forei«n Bondholder s Pr, toctive Co~c11 . I told 

l!r. Tr~phftt~n t hat ley pu.rpofte in aaklng for thie conference w&.t to 

••• tf t~~r• waa An~ YP~ th3t we could ~et tht Council and the Govern­

: • t nt 'J a closrr workint Arr&n&e!ltent, that t'~-ere eee.=84 to ct to l:t 

• re~linr, or. the pArt of lOCI At lt~'t that the lnterett of the Govern­

~1'11'1\ ~Utd t.he CoWlcll were Mt.agonia tlc , whereat \n 1!\Y opinion 1t seemed 

•o ~1~ t~at we should have a clottly coordinkted sroup working 

co~•!•tently le ~~~ knowlrdre of ·~~t each e14e wns tr,ylne to ACcocpl1eh. 

I ~old ~r . Traphagen th~t we ha~ be:ort ua .now the di wcuttlon or a 

tofta ible loan to Colombie , thr amount of whicb I did nnt know. nor di d 

I ~~b t o dlacc1~ tte d~t&ilt b&~ee ths se things ~t&ained to bP worke4 

oat ~et•een o~r Govtrnaent ~~~ the Co·~rnnent or Coloabte. whote r epre-

.. ,.nt l'l.th·t 1111 now in Washincton . At &ny r a te, it teemed tb3t the proper 

wn:; to pr i)Cted on t.h11 p A.Ttlcular lo~"\ wat t o bs ~lded by certain 

~rlcciplr• which I woul6 ta1 o~t to be alonr tbt line of the Colombt&n 

G--iY•':"n:I""Dt &Q"~d:l& to lteue new stcurltlea !'cr defaulted l~tereat, pl u1 

M ~>Qeement to beCin ··ser,i clr.e; the old obllCAtlona lm=edi .. tely on tcoe 

'Jo .. 1t mutt:..eJ.ly aatltf'e.ctory to tho !ondholdert , the Colo10bl an Ooverr.:.ent. , 

and. our Ciovt~ncent. 

I told him further thAt I had eftined tht lcprlltlon froo •ariOUI 

nurces thnt. t here wn.a a reeling of antagonltll b&t•etn U:e Govarnme!'lt 

A"'t! t.l-.e Council, thAt thlt mieht be c.ause6 by aome penona11tlu on 

'>oth •Ideo, t~.at I tl".o\l&ht t.bl a c:culd be corrocte~ an4 1hould bo 1>7 " 

c~on tenee approach to the J;.roblea, whtch lt our autual rell)OD$1b1llt7• 

l.!r. Trapl-.a,gen C.)\:ld not have bttn more cooper Btl v• o r rec~ptt , •• 

to t h!: 1Uf;(.fttt1one. Plr1t, he Pt&ttd tl"..at aft.or tht Preaidcnt aet-ced t o 

crltici ~t t h• Co~~cll i n a Pres~ oon!ere~ce a fe• Yetkt ~. t~~t they 

hftd oet to cone!der the idea or whether t he Couocll 1hould be 41tbsndo41 

t lot After due con~tderatlon, t hey ha4 decided tt~t ptrbnps the Fres14ent 

~M not Gtant to be 10 crt tical u tl-.e Pre•' confer ence eound~. a.n4 that 

n.othln,e CO\lld be p1 ned by w1 t l"..dra.win& at tbi1 ao;:,ent. - hl!llce, they N!A 

~JC1ded to cont inue . He eald t~t, epeakinc for h1attlf , i t would~~ 

CllOOt aueeable to t-.e..ve tho t r eaaUJ')' or ~OIIll ot h"r C(tencr of Ooverrunent 

4tliG8te a ann to ~tt ~th them either !o~l1 or l nforw&llY during h 

tl'.t &roceta of thtat or an:t otber necottatlODio Be will cuu:•tt to t • 

memb•r• ot his Exe~ttve Comclttee t~t thia Col~cb1an attuAtion be 

pl8ced ln the hendt or & sptclflc co~lttee under the ltaderahl p or one of 

their ot•b•r•; be aenttone4 the name of Ur. Rogers, who would keep ln 

ClGs~ contact wi th the Oover~nt 4ur1~ the procetl of ne£Qt letlon l n 

Regraded Unclassified



!8S 
- 2 -

tho bopo U:4t a ooluUon could ~ arrl ... d at to wh.lch the CoW>cll could 

ou1>ter1 ~ wbole-beartecll7 aD4 reec•ond aeeoptaneo by \he lloo4boldoro. 

Re oald that one of the thlnco that hao worried hla conUoU011ol7 hao boo 

0 teelii>IJ on hlo part thet they • •• • not wori<inc oloooly onout;b with tho 

po••ro In Waohlnctoo and t hat bo, for one, would aoot boart ll:r wlcoao 

01>7 ougootlon that .. alcht ul<o for brlnclnc about a clour and aero 

s!fecU•• eooperaUoa betweeo the two. 

I 11184• an oppolntaont tor bia to loa ... rq ottlco to l!iP t o ooo 

Dr. Hor~rt :!'elo. I told llr . 'l'repha&on thAt he wao cllbort:r to dlocuoo 

&nTthiOC t b&t I lwl oald to hla with Dr. Poio, loawlnc out pcniblT 

01>7 rotoronco t o porocnalitloa inol ... d, ao I did not thiolc an:rthi"C 

CO"Jld bo aeco..,uoho4 b:r ropoatiBC ,_ • • 

Ro loft rq ottlco wl th tho otat•ont t hat ho would bo aoot happy to 

return a t any tiae and to cooperate wi th ua in &n7 aanner we mllbt ~tAt. 

Al\hcu&h I ha... .. .... r !mown llr. !>-ep.,.._, ... r:r well , I MYO la>on 

hi• tor a lcllf: period of :roaro and tboroutbl:r boliOYo in hlo olncor1t7 

end l ntosrl ty. I ~lleYo that t ho proper WOJ' to work thlo thine out lo 

throuch a .,. ,.., c.loee workin.c arre.n«:eaent between the OoYern:aont and the 

Council , and I bolloYo further that thlo ""rklnc arraocoaont can bo 

acccnplloho4 If •• aro wllllllf: to al t dowo with t h• and l&T our prosraa 

beforo the::> frankly. 

Regraded Unclassified



eontuoceo at Secret.ar;'• Otrice, lk>odo.7, Nov-.r 2?, 19)9, )1)0 ? .II. 

Present• Dr. Jar&ll1llo of Colombia, llr. Oaatoa and llr . 'llhite 

Alter an excbanie of plouantri .. t.1:e Secretary eteted t.bat he 

felt tllot t ho On1t.ed Stet.eo and their a1ater republics could do a 

great deel to help • ach other, particularly aow thet ,....enla abroad 

have liMe each or the countries 110re dependent on each other, 

Dr. Jaraad.llo agreed heartilY. 

Tbe Secretary ot.ated t.bat. the Treuury Departeont hod bteft 11>­

tereated for oeveral years 1a dovolopi n& closer ralationa with our 

Latin Altorican noi&hbora and thot he wu glad the tiM hod now cozoe 

when oo11e action ettectiag elooer cooperation might be poeoiblo. Tho 

Secretary stated thot we nre re~ and woitiag to go &bead 1n d1a­

cu.sa 1a& t he proepecte of aid to Colooob1a and thot it was hie Wlder­

st.andi n& that the next s tep waa to como .troa the Cololllbt.n Goveru.ent, 

the Secretary s aid that Ill-. l!olleo hod intoraed b1o t het Dr . Jaraa.Ulo 

wae awai tiag iaetructiona fro11 the Colombian Govel'llJII4nt ae to eoM 

deti.n1te propceal , 

Dr. Jaraaillo a.n.swere4 tbat. was not b1a underet.ancung, that 

rather he (Dr . Jaraa.Ulo) waa ginn to understand b)' llr. Jones u d 

Mr. Wollee that a ......,randwo would be prepared b)' llr, Jonee which 

would provid.e the baaie for a lll8ongo .from Dr. Jaraa.Ulo to hio 

go•eMllbllnt, 1ad1aatin& the attitude of the American Governmeut 1D 

relatioo to the outetand1Dg debt and to a proopecthe loan, Tho 

Secretary repeated tbat it waa hie undenstaad1a& tbat •• were nitin& 

tor Dr. Jaramillo to recei?e • Re$1&11 tro• hia so~ernment be!ore pro­
ceeding. Dr. Jaraa.Ulo reiterated thot was not hie underetonding, thot 

he 'tfU waiting to recei•e a me.:>ra.ndUII troa Jtr. Jones . 

Tho Secretary said tb&t it ns fortunate t.bat Dr . Jaraaillo hod 

called beeOu.se apparently there ,.., a aieunderetandin& which 11M caus­

ing an unneceseary dalay aad that he would talk with W.· . Tiollea tb&t 

afternoon and 1ad1eate that thoro waa ouob a mioundoretand1ng. Dr. 

JaramUlo said be ,.... goia& to no Ill- . llollee t.bat ar\.ornoon about 

a:>ol.bor aattor and that be would aloo ra1•• tho poiat. Tho Secretary 

""ked Dr. Jaraa1llo whether b& lliDdod 1! bo ( the Sec rotary) wore to 

telephone llr. llelleo about tho u tter bot oro Dr. Jaraa1llo eaw llr • Wall eo 

and Dr . JaramJ.llo u.id not a t all, and added t.bat he would be ••rr glad 

to proeood with tho dieouooiona aa oooo aa pooeiblo. The Soerotary 

tried to aot iD touch with llr. llallao ' .Uatel)' thereafter bot 

r.tr. Welles was out. 
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DEPARTMENT OF STATE 

WASHINGTON 

Wy dear Ur . Secretary: 

I n oonrcrmi ty With our undt rstPnding, 

I take pleasure i n sending you a oopy of 

the memoranduc of conversation covering the 

conference bet ween yourself , the Under 

Secretary, and myself, on Nov ember 28th. 

Ver y truly yours, 

Aaeu tant 

Enclosure: 

Memorandum . 

1be Honorable 

Henry Worgentbau, Jr . , 

Secretary of the treaaury. 

~ 
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CEPARTMENT OF STATE ::.as 
Memoranclum oF Convmation 

Pollo:r w1\ll POopeet te tho IUV- MOP1 ... A4Y1~ 

CoiUIUtn: PPOJMt fer 1atU'- MOP1 ... fleaaolal 

l .. UtaUoa. 

PAIITICIPAIITS: fhl IMHt..., Of "II or..&.uJ7, IIJ' . ....... tilaa l 

no Vader IMret..., of ltah, IIJ' . lfolloo; 
A .. utaat IMPot..., of Ita to, .,. . a..1o. 

COI'IE$ TO! I, v 
Cop:r to .,..,..,..., I.OJ"Coatll&a • 

.... lfoU oo aa11 I oallod oa liP . .. ._..u.. at a:so 

to4q, at oar roqaoot . 

I otat .. tll&t tho wort: of tho f1Pot nb--UtH 

or tho Iator_....,.l ... A4Y1oor:r c-.tuoo M4 rooehe4 a 

polat ~' 'llllloh tarthor provon ooal4 aot be IUI4o aalno 

o.rtata totoralaatloao of pollo:r woro tatoa aa4 approprlato 

laotraouou • ..,.. P"'•· I po1ato4 •t tbat tho Iater­

Morloaa A4Y1oor:r o.-lUM h*l booa ooaotUatod ll:r reoola­

Uoa Of tho OoatOPOMI at P.-; tll&t tbat OoafO'f'OBIO lla4 

41Pooto4 u to ooul40P a 1a..- -bor or n'btooto, laola41 .. , 

-• otllor th1aco, otaliUlaaUn of llltor-Morl ... ot~rrOMlH 

aat _...., POlaUOUI &81 lull ~o Urootot ono•t­

tlea of tho peoo1ll111t:r of oota'lllllhl-c aa Utor-.lllorloaa 

ft•Miel 
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tl»Mlal uouwuoa. 1M latel'-..._.1 ... M•l-7 o-uteo 

w eoaetuatoe '~~~'" ,.._~"•••· of 11111oaa •u flret •• ,._ 

-Uh• ••• ..,.. .. wltb ttaanolal MUOI'O, 1aala41q thoeo 

too polato. hrt!lor, at tho .. ou .. of "'-RP1 roppeeoata­

t1Yot at O.Oteaala tho •••••loa of atteaptlac tho oroatloa 

ot aa lator-Morl ... flaaao1al 1a.tl-.uoa bd booa raho4, 

•114 that Coatoroaoo 11M roeol•M •• rofor tho ca••Uoa to 

t be lahr-Aaor1oaa .t.4YlU11'7 o-1Uoo. 

fbo tlro• oii,._0-1Uoo, oharco4 •ltb tbo .. qaooUou, 

be4 aot1 aa4 aftel' teo ~· of 400IIUOPJ 4U011 .. 10il 11M 

4otonalrao4 U1 acoa4a, aa4 ba4 4otoralao4 to 4lo01111 tbo 

problft of ara 1atep-Aaor10an tlaano1al 1nou t11t1oa, A 

-bOP of a-.!a 1a praoral foiW lla4 boOD oullaUto4 'b7 

Yarloul 4al ... Uoao, la ortor •o loa4 tho 41ow .. lon 1a a 

... .,..,, fora, l ba4 OllllaU'o4 •• t:bo o-1noo a llot of 

qaooUoao, foP tb• INJ'POOO of 4ot0Pillal• eliot, 1f 0111, 

Of tbooo 41lOot10ao tM o-!UIO 4oolro4 to 4&001&01 . fbo 

o..tttoo 11M •• 40to1Wlao4 that U 4ollro4 to 4UOUOI a 

••'bor of tile •o•U"o tb•o re.loo4 , all look1 .. toart 

tbo lla1o1 fep tho epoaUM of aa lat.._aor1oaa tlnaulal 

1a1Uwu... 1 polatoa .. , thot .. , tvthor 41onlolH la 

~Uoo "1114 iaplJ at 1••• aa aoooptaaoo of tho ••oral 
u .. , .., u ew~a bar41J 'be fall' to thO o-uho to 

MPPJ tho Ueoaoaloa tvtbOP lllllo11 •• ....... , lid 4o­

,_lao4 la Jl'lMlplO \lla' 1 t tbnat't thO 14.. -...14 M 

parno4, 

-
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......... 1a , •• llope ef .... 1 .. ·- •••lllh. 

,_...,. ........ 1aqw.1red nat antat ... a •• 

!PHII&PJ a01ll4 at••. 

I ,._,,, .. U1at U aleht YIPJ -.11 'be Ulat Uae 

!1'HI1UT w01ll4 pret .. to 'be 41PieU7 repreant.a oa the 

l ll'b--UtM, •• that Ulla pha .. If the ... 114& ha4 'Mea, 

lll w'batuee, 4etll'lllae4. 

rile l_.tar7 11141 .. te4 t b d lD thh .. u .. t be Mtbe4 

ot PlpreeeataUoa na of oovae 1:be preropUYa of tbe 

i rea14allt l A84 Ula\ Ule f?eAIVJ wo.l4 Of IOVII eooperate 

wltb •ll1 aetbe4 of work oa wbleb tba Prea14eat ba4 

dlhna11114. 

Ill'. Welln o'bnrn4 Ulat ..... the eouUhO. •-­

... , of tbe IateP-AMrloaa a-nte• .. ob co., ...... , ••• 

p ... ltt.a oaa repreaeatatt••l tllat tbe Preeldent bad 

a.,elate4 h1a •• reprenataU•• oa a -Uhe wblob ••• 

ebarle4 wltll eoft814erl .. all nrhU•• of q .. nlou, troe 

fl'elpt rat•• te 4etll'lllaa\loa of uobaftlll that U woll14 

•- that Ula ap)II"'pl'late Mtbe4 ot bud.llftl •Uere 1101114 

'be to baa4le t!leel qveaUOM 1D alOII relat10ll wUh tbe 

.,...1•• of Uae .. ._ .. , llaYlftl JII'~J J~tr1141Uloa 

ewer tbe ft'bJe tt MUtr. I a l ... t ••aalli'A tba reprneD\otlft 

-HII'llJ 11Wl4 llaft te t•terpret llae 'fine ot the 4epart­

•nh ..... ...,, •••-e4 wlUI the pre'lll .. , u4 111 tbe ••• 

et tM ftret ,..__Utee, u.ll 11U Ule fl'eaftl'7, I 

...... t .. 
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.... , .... , u.._-..._ ... , ...... , ... 
,,._. ....... la .... ., ..... ., .......... . 

ftl •••• ..., ............ - ... ., .... -· .. 

.... la •• U.Mt ,......., .......... u .. , .. -· -
• 

Nlll M flalt lMhe& tf a.t, tl tfftP N1 t..-Ml 

Udtta.t Ul'l .. tM IIJRI .... t t.,.nt. At ... WIUH1 

naMUM, M Ullftlu ..,, .. tllat Ill -.41 •* .. 
r....-.1 ... _, te "''"''' la 1._, •=•· 

l 1••• tl tiiA .... ,..., t~ 1ltt tf 4tttllttt ~--

1 ............. llkftltt - fllt ., _ ...... ... 

'"'"'" ............. -... ........ "' \l
it ...... . 

ltltpttt •• o. nlt-_. .. ,, ... a ••••• .. Nttllltua 

...._ Lttl ..... tM WI' t!lt _. .... ,, sUS wu NMl ... 

I ,.latM ... Dllt at ., .._..u .. - -lttN MA 

~·•••· ••Jttt "a.u, .nu tu .-••U•• '' ,.u.,. 
...U '- U_ ....... d ltatt a tHtiUYt l.UttUM 

16 atU .... 111111 M ft.-lat... WIIM t!IU ....... 

lt ...U - '"•' ,.aal'lllt te puntl wltll tilt ...a 

., .. _. ..... 
ftt ......., atbl M1r _. tiM .. 1111 M ani .. tw 

• ,. .... -r ......... lt- ............... ., 

.. frtt 1 , .. b t• M1 ftllfal a .. -• ~· M Mll la 

.,. ttts. .... rru.,, ... , ur 1, •• :u,.IO. .. ........ , 

u-. ..., _. tMt ,._. ...u • tM hUMt 1111 sUM 

'-h IS tM I I t late. 
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FOR D~WIATE RELEASE, 
l'ond'?' l'ov""'ber 27 . 1939. 
U/ 21 JC: . 

t"a.shington 

Preas Sei'rlce 
llo, 19-43 

Secretary o£ the Treasury ~rgenthAu todAy offered tor cash 

sub5cri)ltion, t.hroU<:t the Fed~ raJ. P.eserve banks, at par and accrued 

l.rrterest, "" issue ot 2 J)ON'ent. Treasury Bonds or 1941',-50. The amount 

or the ;'Ublic otre~ is $5()0, 0CO, OOO, or thereabouts , and in addi­

tion $SI), COCI, OOO ot these bonds wUl bo sold to Gonl'MI!nt 1trrest::leDt 

accoum.a. Far the benefit of snail it!'t'estors, pn>fV"entiol allot:oent' 

will be given to subecriptions t dr $51000 and und'll' where deliftt'Y in 

registere~ bonds 60 days a."ter the issue -late is apocitied , Subscribers 

tor !'N'fercnt' n1 a11otntent will be restricted to one subscription. 

T11e bonde nO'II offered will be dated Decenber 8, 1939, and rill 

193 

bear interest £rom that date at t he rate of 2 percent per &nmlJII, wable 

ae!!>i-e.nnuallJr on June 15 and :Jece!'lber 15, with the first coupon coveri.nB 

a peri od ali~btly nore tJ:o.an six l>Onths. 'l'l'.e bonds will l'lllture !lecl!l'lber 

15, 1~50, but co_v be redee:ned at the option of the lfnil>e:l States on and 

&tt.er Decf!llber 15, 1948. 'il'.e;• will be iesued in twe tor=-: bearer bondS, 

with interest CCNpcnfl attacbod, and bond4 regiet&red both as to prin~­
pol. and interestJ both roms will !>e iSsued in de~tions ot $50, 

$100, $500, $l.,ooo, •~.oco, $lo,oro and $l.oo,ooo. 
TM bonds will be acccrr<:etl tl>e • ...., exel!lptione !'!'01> taxation as 

are accorded other 1esuos ot TreaSurY bonds """ outatandinll· 'lbese pro­

visions &re apeoiticallY aet forth in the official cirCUlar issued to<lq • 

.,., ... 

.. 
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Subocriptions will be received at the federal Reserve banks and 

branches , and at the '!'l'easury Department, Waahingt on , BonY.ing insti­

tutions generally ~ submit s ubscriptions for account of customers, 

but o~ the Federal Reserve banks and ~he Treaaury Department are 

authori~ed to act ...., official "Gencies . Subocriptiona f'rcm banks and 

trust c~nies for their cmn account will be received without deposit 

tr.rt. will be re"trieted in each case to an amount net uceeding ~-hall 

o! the cc:ebi ned capital and surplus of t!Je aubocrib~ bank OZ' trust 

co::\]>111)', Subocription.s tro:o all others t::U4t be accccpanied by pa;yment 

ot 10 :>ercent or the anount of bonds a ?,)lied !or. 

The right is reserved to close the books as to any or all sub­

scri~tions or classes of subscriptions at any time without notice. 

7ho b8.'51s or allotll'.ent will be publicly announced . ~nt for lll1Y 

bonds allotted must be made or completed on or before December 8, 1939, 

or on later allot=ent. 

The tut or the official circular follows: 

194 

Regraded Unclassified



UIIIT!ll STATT.S OF Al':JU:CA :!.SS 
2 Y..:RCEi'T 'I'REJ.I.:Ullr OOIIJ::S ,;p 194G-50 

l'lted and. beori rG interest from Dec~mber 8, 1939 Due DecOI'Iber 15, 1950 

~.A"!.<: AT 1Hll OPI'ION 0!' T' !E UlaT!.:O STAT'.S AT PAll A!lL /,CCRI'.;:) I!'Tf.RES'i' ON AND 
IJ'T.l! tFCf'II!IER 15, 1948 

Int..rest. ~able June 15 and Dece'!ber lS 

1~)9 
;:eporment Circular ;:o. 626 

Publi c :lobt Service 

'mEAS~ii.Y :EI'Ann'EIT, 
O!fiee o! t 1w> Secr<'tax-.r, 

r.Asl'.l.nctcn, llo.,.,.;,er 28,1939. 

1. Tho Sec~eter.r of tl1e 'i'rees ury, P'Jl'SUont tc the authority of t he Second 

Bone! Act, approved S<>;>te:nb>r 24, 1917, as "-""nded, i:rritcs subscriptions, 

par M<! accrued i nt erest , !roo the peo:>le of t he Cn!.t ed 5t.At es !or 2 percent 

o! the lJnited Stlltes, desi ltftated 'i'ream;ry Sont'..s o! 1<;>41'- 50. The A-"10\l."lt o! 

!» public nf:crl~ i s $500
1
0N'

1
0C0 1 or thereabout-s . !n ad-lition tc t he arount 

for ;>ublic s ubscription, $51'1 000 1000, or thereabouts, of t hese bonds will 

investment accounts. 

n . JX:SCRlnW OF OONOS 

1. Th- bondo will be dated Docecbt>r 8 , 19)9, and will bear interest /roll that 

at the ret e o! 2 percent per anr.u:•, Jl'l¥&ble on a aecl-ar.nUill besis on June lS 

Ooce"l>or 15 i n each year lmtil t he pMnci pel arotmt beco,..,a ~able, tbe first 

bo tng dated June 15, 194'1 . ':'h<l'/' will r.Ature December 151 1950, but may be 

l rt~Cierulled • t t !'lo option o! t he United Str.tes or. and after Jece!!lbor 15, l94G, in l'hole 

in :--rt, at !"'J' and ae""'ed intA!ru~, on any interest cla;v or faye , em ' montha 
1 

or reder;:>ticm gi~n in such ·~ .. the secretory or the 'i'rea8UrY sl'.all 

In ease o! perti al redeoopt.iml the bonds to be redee:>eel will be cletn­

by such nethod as ~r.a:• be preacribecl by the SecretAry or the Trea:>UJ'Y • n-om 

d.ote or redemption desisnated in anY ouch notice, interest ('n the bonds called 
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tor red!::IPUon shall cea.se .. 

2. '!'be bonds shall be exaapt, both u to ,-1ncipa.l and l.nte,...at, l'ra:l all 

taxatio" """ or hereafter ilnposed by the Unit ed States, MT StAte, or MT of t he 

possessions of the United States , or b;' aey local t axing authority, except (a) 

est.at.e or inheritance taxes, or gift taxes, en<l (b) graduated additional income 

t.ans, co:conly known as surtaxes, and exeeas-protits and wa~protits taxes, ,_ 

or herea!t.er i "=""'ed by tl'e United States, UJ>On t he incooe or protita ot indi­

viduals., '13rtncrship.s, associations , or corporations . The interest on an an-.ount 

of bonds authorized by t ho Second Liberty !lond Act, &P!>raved Se;>tember :U. , 191?1 

as anondl>d, the principal of which does not exceed in the aggreB&te $5, 000, owned 

~ llll' L'ldivic!ual , partnersl>i:>, association, or corporation, shall be exeapt trc:e 

till> t.ex .. ~rovi~ed !or in clause (b) above. 

) , Tho bords will be acceptaole to secure <le;>os its of publlc ""'""ys, but 

will not bear t he circulation privilege and will not be entitled to arw ,rivilege 

or eamrers1on. 

~ . Beru-er bends with interest cou1X)ns attached, and bonds re&iatered as to 

principal and interest , will be issued in del'lOI'linations of SSO, $100, SSOO, $1,000, 

$5, 000, $10, 000 and $100, 000. Provision will be r.14d8 for the interchange of bonds 

or dirtcrent denoninations and of cou;>on and re~;iatered bonds , and for t he t ransfer 

or re01stored bonds, w>aer rules and regulations prescribed by the Secretaiy of 

the Treuury . 

5. The bonds will be oub,ject to the general regulations of the Treasury De­

parU,ont, now or hereafter prescribed, governing United States bonds . 
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I ti , S113SC!! I?T I ON .&!1D .I.LLO'Ill!:!ll' 

), :;uoocrlptiono rlll be rec•ivcd at the .i'edoral Rooerro hanka and brMChea 

0~ tll<l Tr•"""ey D-ll""'tment, 11'ael11ngton. nanking inotitutiona g•r.erall,y m.tq ou'b­

s\lbt~cr1pt1.on:J tor Mcount of cu.atomer~. but. only tho :rod.t'rtf\1 Rcoervq banl<:s and 

?rc•aunt Dopartment IU'O authorh•d to oet ,.. ortichl "!tOnclo•· Othoro th&n 

Institution• will not be peroitted to enter oubocriptiono •>ePpt !or their 

3\lb3CT1pt1ono !r~ b~.k3 and tru.Gt eor:::panitHI !or their own l'CCount 

h ""'•i••d wHhout ~poait hut Till ... r•otrictecl in •ach """~ to an ..,ount 

•u:•eclir..t; or. ..... half or t ho eo::;biMd cnpital JUld surpl'US or thr >U~aeribillj; bank 

~bacrlptionl frow. all otbt.n·s r::u·n b_, accoa:rar.ied by pqcent of 

M.ount of bonds "P9liAd !or. Tl'~ G,.crl\tar.f ,r tM Trea.:rut:r re­

the ri~,:ht to eloefl tOO boo·-ts as to t4T1Y or all :tUb!'cr'lptionn or elaase& of 

•"''""'''"' ion~ At MY time wi thout n:.ticn, 

2. TM :incl'f'it&ry of th~~t Trea.a\U'Y t'flSIIlTVfU1 the right to r'lje.ct o:t.y 

in whol• or in part , to allot looe th&n tho amount or bonds applied 

to r~c &llotc,.nt• in tull upon appl ieatlona for ~ler ~ount5 ~.~ to make 

~~ed &l lo~enta upor., or to r~ject. app11c~tiona tor lAr«Pr ~unta. or to Adbpt 

ot aaid ce\ boda or :ruch o\her !r6\hodo or allo\dn\ end ela .. ttieation of 

ea oM.ll bo cl•.,.ed by him to be \n \M. public lnt•reot; Ar.cl bia ""t!on 

or tMoo <"tree\• ohall be !\nel. GubocrirUono t or oo;ounto up to IUid 

! l ~>: ludir~o~; $5,000 where \ho auboc ribero opfiC1!y thAt doliveey b• ~ in regiote~d 
~· ..tter tbn 1nouo dl>.t" nll b~ given preterl"'4 .Ulota:ont. lo each INCh 

ra)'lll'>nt muat b• rr.ado ,.. provid•d in ~action IV ot t bio circular. Allotmen\ 

noHc.a will b• oent out proa:ptl,y upon allotltent , end tho bMh of tbo all ot,.,nt 

• ill b• publicly &MOUX>C•d. 

I 
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! v. p A1lG1r. 

}. r~~nt &t J'l~ nnd ~CruOd interP~t , if ~y, fOT b~nd~ Allott~d hAreun~T 

~t 'r(l IU\d~ or comtl~"~trd on or l"cfore DAcP.rd"~ttr ~. l:'l39. or on latr.r All otment. 

tr. ,.,..,.n· ('nM ..r;y,r<' r'\V'ftl"nt 13 not :">O co:ry>lf"'tod, thf'l J'la.vmont with applicAtion up to 

:o ~rc~'~nt of thrl A."'tom•.t of bond!" 3-prlicd for ~hJ:\11, 11:pon di'Cll.trAtior. rr.ade by- thfl 

~Jlott~d t o it tor lta~li ~~ it~ cuGto=era ~~ to ~~ n:our.t tor which it ~~11 b~ 

'-.llf..".t of 1 ts dht rlct . 

V. G~ fROVI S10:::; 

ll."lthori:cd and r+"~queoted to t't'C~tivo subscr i _rtion:_, , to n:tl.<o A.llotrnf!ntn or. the bn.sis 

J\t.d ·J.r to tl".t' Do-nount" 1ndicat~d 'hy thl.: Sflct·ntArJ of thr TrN\L'Ul'Y to thP ?Pd!>ral 

2. ':'tv' ~"'CJ¥'itll.ry of the ~1\.<lU!')' -:JJ;! J\t ll."l:/ t1r."l, or !':"Q%t tic:~ to ttu , 

!'T"'~trib,. 3'lf':"'l•oent rll "r M:f":tda.torj' ru]r-1."- aml rcr.ul1tl or.1 ~O'I~"~r.'lir.R 

liElffiY WOROE:."l'HI.U, Jll. , 
~ecrotary of tho 7n~&rul'Y• 
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Tr.uury Dep&rlaen~ 
Ol• l elon or Monetary Reo .. rcb 

llr•· lllo~s 

Appended 1o a lnlrried outline o! tbe 
possible aeri ta of t he lnter....berlcan Bank 
plan tbJt llr. ll'elleo and llr. Serle HI 
discu,. wi th tbe Socretal'J tbio attemoon. 

1938 

I thi nk i t JW¥ bo worth wbile for tbe 
Seeretarr to cl anco o t it eo that he will be 
acquaint ed w1 tb . ... of the beckcrow>d in t be 
.... ent the utter abould be raised. 
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INTER 0 1'1'1CE CON N UNICAT10N 

secretory Morgent hau 

1£r. White 

DATa November 28, 1939 

s~bJect : Proposed Inter-American Bank 

A pro9osal to est ablish an Inter-Ame r1oan Bank ~na discussed 
at the Seventh a nd Eighth Pnn- Amer 1ca n Conferences end has been 
widely talked about for ytnrs . 

l;ot knowing t he spec1tlc features or the pr opoa&l now being 
41ecussed we cannot evaluate it but there l s enough merit 1n the 
ides to war rent careful consi deration before a ny ·comment as to 
its tes glbil1ty i s ventured. Though it 1e very eany tor these 
orooosals t o take on Utopi an and unimpraotlcabl~ charaoter, i t 
ia ooss lble that a plan ooul d be developed which would have 1m­
or:c~r.t advantages .. 

ie presuce the plan will have at l~ast the following f eatures: 

1. The oower t o e xtend short-term credits to Latin American 
count riPs . The volume or credits which it mi ght be able t o 
extend i s dependent upon t he amount or capi tal oontri buted by 
t he various oountries. By being g iven power to accept de­
~?sits and i ssue eo~e form or epeoi~ notes the bank ~ight 
be able t o lend on short-term sums substpnti.ally 1n excess 
of ita capi tal asset e . The edvantege. ot havi ng auch an 1n­
atltut1on oertorm the runotion or ehort-~erm ored1ta rather 
than the Un1ted Stat~e Gover nment are : 

( ~ ) Latin American countri es may be able t o borrow 
~<1thout w~1t1ng tor d11'flcul t debt adjustment a. Th1e 
would be regarded as an advantage i n t he case ot eo~e 
countriee but a disadvantage in the case ot other coun­
trlee. 

(b) There would be lese danger ot defaulting on these 
obligations if tho oredltor were an Inter-American Bank 
than it it were a wealthy oountry. 

{c) The charge ot dollar diploaaoy would be absent . 
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;:; . It .a i,;ht be able t o guara:~tee private short-term 
credits extended t o Lat i n American countries . At present 
·,ericnn f irms and pr i vate banks he4ita te to accept short­
taro' notes or financial paper ot Latin American Governments 
ot low r nt ee of ~iscount . The new bAnk could assume the 
l'l&k benrlnll, funct i on on a cubstant1nl scllle and thus ra­
ci li•rte in ter-American trade . 

' · It could serve ns an international tiscnl agent tor 
L,;in Amsrican countries. It could hold deposits on re­
.erve , tranefer oayments on foreign debts And in general 
u~ things which ~rivate banks do a t a protit tor Latin 
.\,~ricl\n countri es . A substantiAl portion of ~his busi-
e• · i~ ~oubtless now done by New York r nd London banks . 
hethe r thP n• • bank could do it wo-e che~oly than these 
o~t.a is ooen to doubt . 

The b~k could render technical pss l atanoe to Latin 
.• ericsn countries . It ie nosoible t hat th~ ba.nk might 
ou l ld u~ 1\ corps or experts who could perform a useful 
Jervice in a~visin~ Latin ~~eri~an countries on thei r 
flnnnc ial nnd economic oroblems . 

" · Colleot i on of i ntormation a nd onmoilntion or st~t iatics . 
It could nubliah n mont hly bulletin which v1ould b~ a pri­
W"'Y A'>Uroe of financial economi c d,.ta r elating to Latin 
i.~r r•ioan countries . However , t he duties of the Pan- American 
Unl on could r eadilY be expanded to oer torm thl s !unction. 

~ - An Inter- f.merican s~~k may be abl~ to develop procedures 
t~ fac l~ itate the grant i ng o! long-terc loans and the 
r.ettleoent or outstandlng debts . The Brnk mn y provide a 
vehicle t or bringi ng private ca9lt~ inv~stments into Lntin 
'.~rice . Ho7 tar it is possible t o go l n this pa: t ls 
?u~tful but a successful ba~k may be able to achie~e s oce 

succesa ln this l ine 1n ti~e . 
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TRU.SURV DEPAR'I'MI!:NT ~01 
Washington, 

November 28, 1939. 

n.e Honorable 

The Seeretar-; o! tho Treasury. 

Sir : 

S~bject: Conference o! Secretaries ot the 
Treasury or tbe American Republica at 
G~te::lala City, G~teml.a, 1/oveaber U 
t.o :U, inclusive. 

On yo~ ass ignment to me, and de1eaation by the Secretary of 
State t.o act as the representative or the United States at tne above 

co:>.ferenco, I deperted fra:t Washington by airplane at 9:15 p. n., 
ThursclaJ', lloved>er 9 for G~t.aQl.a. I had previo~1y been lNpplied 

wit h ro~d trip transportation by air, a special passport and rtiJ' 

credential.s aa delegate and a letter of instructions from the Secn~­
tsry of Stata, copy of which is attached hereto . I was accompanied 

by !!r . Jooeph P. Cotton, Jr, , A.ssiotant to the Secretary of tho 
Treasury, whoo you had dea14;nated to usiat me. We arrived at 
Guate.lala City at 5:50p. m. , Friday, Novccber 10 am .-ere cat at the 
Guatel'lala City Airport by representatives of tbe President of Guate­
<'Ala and by the Allerican Janl.ater, l!r• Fll)' Allen Des Portaa, and ,._ 

bers of the atatr of the Lesation, the Office of the Coaaercial Attache 

and the Conaul..ale General. \l'e were joined in Gutecala City S~claJ' 
evening by l!oaars . Elllillo Collado of the State Deportment, Sa.on Hanson, 
a.nd Orvis Schmidt of the Division of L!oretary Research of this Deport­
ocnt, and ll.rs . Charline S~ling, a secretary from the State Department. 

rr . Laurence Duuan, Chief of the Division or the .Lworican Republics 

or the Stata Deperment, arrived 1n Qut.c>&l.a Ci ty at 5:45 P•"'• Imday, 

liove::!ber l.) . l.lessrs. Duggan, Cotton, Colledo, l!aMon and Scb::ddt bore 
credentiala as advisers to tho representative of tl:e United States . 

Sim1lar credentials were supplied to l!r . Howard Tewksbury, Cocr.ercial. 

Attache of the Legation at O~temala Cit y, 

Proceedings of the Conference -

Prier to the fonoal. opening of the conference on Tuesday, 
llovecller U , prel<mlMry eeasions were held on S\lDclaJ', tloYecber 12 and 
t:o~, 1/ovember l.), These 118etings were devoted to perfecting tho 
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o~aniza~ion of the conference, including tho naming of five eon­
=.:.ttees as follows : (l) Credential:!; (2) Coordination; L'\d the follow­
l.!>; three to deal with IJie subject utter of the Agenda, (3) llonetary; 

(4) Excr.nnte; (5) !!enldzle· The M.l nabership of these Coc::dttees 
is set forth in the Bl>lletin of t.!!e Conference wl:ieb will be a ttached 

~ere to . 

The United States r epresentative •.us named as a memb.or of the 
Co=.ittco on Excha."1i1e • 

At Ule first preli.einary session the tet:porary chairm.an, J.!r, 

Jose CoiiJlalos-Ca::po, ::inister of Finance 811d l'llblie Credit of Guate=la, 

1'!:>.-,ed three represer.tativu as lOO:::bero tor each of the A;;enda cOD­
oittees . Di~satisfaction with thio arrongement bavtnc been expressed 

follcrrir~~; the meetine by r epresentativea or the countries 'Oilich did not 
have :o~er.'lbcrahip on arry eomm.ittcc, decision was reached llt the second 
prelidnary session on ll.onda,y, followinn the suooestion of the Amer ican 
dele&ation, that every country represented should r£ve meobership on 
at least one co:::nittae, and additional appo!..nt<:cnts to the coooittees 

were thereupon r:.ade by the tenporary chain.an , At the first prelhinary 
session tho representative of the United States rose to inqu.ire whether 

it """ in order to act at that tine upon the nonination or election of 
a permanent chairman since if tl'.at were the ease he hod a nomination to 
offer . Discussion developed the consensus that the nominotion and 

election of a pemanent chaiman should bo left to the first !oreal 

session . 

At the formal openint: session on Tuesd~, Nove.ber 14, Lfter the 
meti.•~ !.od been called to order by l!r. Gonzales-Ca..-,po as tar.:porary 

ehaiman, tho United States representotive moved that it should be 
recorded ao the unanimous will or the representatives or tho nineteen ' 
~crican Republics present ti'At the Honorable, the Uinieter or ~tane& 

and Public Credit or Guotaoala, the tecporary ehairmM, be penr.anent 
President of tr.c conference. This was approved by aeel&::\ation . t:r. 
C-oru:ales-Cacpo then delivered an inaueural address, a response to 
'!':t.!.ch '+a:J t".ade by t:r . Arosc.~na, representative of the Ja.r.ister of 
Finance or Panama. The opMine n eetine concluded Tiith the pl..aying 

of the t:nt1onal airo of all of the twenty-one t.merieon Republics . A 

M.l list o.C representatives at t he conference and their advisor s is 

appended. Paraguay was not r epresented. UrujlUaY was ropr ooentod only 

in the two elosint: days ot the conference by t:r. J., Richling, Ul'.ister 
to the United States . The following Republics ..-ere represented by 

tl-.e1r JUniaters in Central Aocrica : J.raentina, BrasU and Paru. Bolivia 

was represented by ito Conaul General in Gua tenelA, :.:r • Enrique T~pke • 
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A plenncy session ot the eonf'er enoo was held on l'loclnosdcy 
::ovcr.>ller lS, at vtbi eh t.'lere was discussion of the form ld>ich the' 
octions of tho conference wculd take . Upon 1l:le Suggestion or the 
rc~rese.~tat.ive or the United States it was decided to defer action 
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"" th!5 r oint until t.'le na wre or the decisions or the various co:o­

::!ttecs could be. reviewed. At this plef\A%7 session the representa­
tive o~ tho llni ted Statu delivered en odclreu .,_,~ the £reetings 

to the ccntorenee of the President or tho IJnited States and the Secre­
ta!"J of tho 'h-ensucy and stating the purposes or the contorence as 
Uw; were viewed by the American delegation. 

COT.itteo sessions were held durinl; the re:tainder of the week 

.:>:1 pl.enarJ sessions on SIIQ.Irclay, !iovcbor 18 and l!ondsy, Nove;ber 20, 

3l <h!.ch resolutions presented b.r the veri""s co=ittees wore adopted 

~o £or:t parts or the £inal Act ot the conference . 

tioo.r the week end there \'taS i nfort:'IDJ. discussion among the repre­
::::ontative:J aa to the sect ot the next annUtJ.l conference . After consul­
tati on with vn.riOI.lS representatives, ineludi.n& the roprosentatiV9 of 

t.'te "r.:te1 States, l!r . Goru:ales-G<Ir..po SUil&CSted to t.'le representative 
froo Ve>e:uel.A, Or. J,!endoza, t.hat he consult ins ~;oven=t on the 
possibility or holdi.-;:; the next. conference at Caracas . Dr. J.:endoza 
1-eceived an unfavorable reply and on Sll turday l!r. Gon:alos-C3.-.po L"t­

for:ned the United States representative that moot of tho delozates 

aee:oed to \fish to hol d tho next conf'crenoe in 'flash1nston. 'rrte united 
Sta~s rop,..santat.ive agroad to consult his &overnment and at the 
plenary •eosion t.iat dlly l!r . Gonzales- CClr.IPO an.'lou:>ced that. tllis was 

'bclr..:; dono :ot his r equest . Tho United Statee representative U'.ereforo 

Wor::>ed tho dole;; a tes that the ceobers of t ho United States deler:ation 

felt con;>lir.>entod a t this sug&estion an:1 would of ccrJrso be ham to 
1'\ect their a aaociates of the conference in 'flashinston in 1940 it it 
could be nrranced, t.>.t that i t would bo nocoooary to eonoult ilash.incton 

c1! the rn tt.or . 

A cable was sent to 11as.'lins;ton and on S\Ulday a reply nas re­

~bod that bot.'l the TrUsury Depu-bnt and .t.'le State Depo.rt::ent wis.ied 
the cor.fer«~ee to be held ols.-.herc than 1n 1'1asilin;;ton ainco to !!old it 

1.~ t!!!s ci ty, in view of other conferences hero, would be likelY to 
create tho l.llloression that the Unit ed States was undertakinc: to dcminata 
Pan- American conferences . The Un:l.ted States representative talked over 

tr.c tol.ephono on llonday morning to the Actin& Secretacy of tl>e Treasury 
o..'\:1 l nter 1n the day received an additional cabl.egr&ll roaffin:ling the 
abcrte view. This havina bean reported to the Chairmn of tl>o con!er-

I!:!Ce, he consulted the n~preseotative r ..... llcll&dor, Or . Ceau D. Andrade, 
llho sent a oablesr!llJ to hU covernl08nt 10hich resulted 1n an inrttetion 

fror.t that r,ovomttcnt that the 1940 con!erenco be held in Quito. 
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A~ tlle concluding fcr..al session of tlle con!orence a~ 6 :00 p . m. 

oo 1'\losde.y, November 2l, Qui~o l'lll!l ehoson as tlle eont of tlle 1940 con­

~orcnce; tllo Final Act or the conference ns fomall,y approved; tllo 

c: .. ~r::.an o! tllo ccn!erenco deliver.cl an address s=.ari:dnll the work 

o! t:1e coaference; a r esolution was adopted tha:lkinc the Cha1rzan end 

tl-.t> (love.,.,_ot Of OuateC'Olo !or their hospital1t:y end for the s11100th 

fwlo~ioning or the conteronce ; and tho representative o! the United 

S~tes del1•1erod the closi"'l address , a cop;y o! whidl is attached hereto . 

~-~tee Sessions -

The rorroucntati ve of t!>e United States attended all the sessiona 

or the Exc.'>anco Ccmni~tee, of which he was a mecber . Ho was assisted cc:n­

ti.,uO>tsl;" by l.!r. l'ewksbur;y, tho Com:oorcal Attache, """•e advice and 

un:lero~ or Sp:u>ioh Ylre invaluable. l!e wa.s joined at various tiJoee 

b;· other ":<!"..bers of the United States delegation. !he United States 

di~ no t present any !Ol'!:llll auegestion.:J for action by the conference. 

Ulny 1nfor::tal SUG~;es tiona V'tor e OD.de in Comi tteo 1 however 1 bearing on 

tho written SUG:Cestiono tiOde b;y various other countries . Pa.rtl:y as the 

reoul.t of these SU(lgestions, tbe Elcchanj:e Cocdttee produced resolution& 

be'lrln;; on tho follo.ring l!l&tters : (1) Coordination of CUstom regula.­

tion• and proe..-Jure t!u·oueh a co=l.ttee or experte to be •P!>Ointed b)' the 

Pnn-Amou·ican Union; (2) Preparation of stmdard tonr.o for reportin8 

£l:Jcnl nnd econo:'lic statistics; (3) Fuller exchanco of ]rill ted docurn~nte 

ani i.'lfor_ation direc~ between Trouuries . 

There was discussion in t.'rl.a Ccc:::dt tee, as ...U as 1o other ~ 

oittaos, of the project sucgeoted b;y various c!elec3t1o.'~ to explore t.'lo 

pooo1b1lities of the ! or:lllltion of an inter-A:nerican Bank, which could 

su-erv1se exchange and possibl;y ell£880 in inveotl:lcnt banking for the 

de-:olojiDellt o£ rururceo or tbe Al:erican Republics . The &jority or 

t.!:e oo::bers of tbe Exchanp Coc;d•.teo, notab~ tho r cpreaenteti>-cs !rea 

Venezuelo, Guatetlala end Pana:r.a, seo::ed skeptical or tho roasibility or 

such an ir.stitution. 1'ho members or the AnericAn delegation took tho 

po5ition that w1 thout an,y cocmni bllent as to the !eMibili t;y ot such an 

Wldortaking i t 'IIOuld be worth -.mile to have a co:q>etent i.nqu1r;y cade . 

Since resolutions on tbe aubject wore tlJen bei"'l conoidered b;y botll ot 
tho other Agenda CO!:::rl.tteea, the Exchance Coc::ittee decided to taloe no 

action. It had been decided at the plenary se•aion that an;y representa­

tive to tho c<JI!erencc could attend as an oboerver oectings or an:r or 

the cOillllittees . The representative o! the United States, upon specific 

invitatio:~, attendod a session of the Uoneter:r Ccc:::dttee and also a 
soasion ot the !lGo>k1ng Caadttee. Other :~enbera ot the c!elecaticn attended 

a:o obeervers all meetin&s or the l!Dnetar;y and Banlc:1ng Ccc:::dttees and 

participated, on roquest, in eo:ne or the d1scussiona. 
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Acc~~lis:r.ents of the Conference -

T11ol romol decisions of tho conference are contnined in the 
Firol Act, Tt1ich "'"" i ssued in Spanish, Portuguoso, French and 
Cnclish, trrunslations ~avir~ been made undor the auperv1oion or the 
Coor ll..,•t.ion Com::littcc . l'robsbl;r the 1:10st oignificMt accOI:lplisil­
ecnl or the co:tforence, hO\rever, was in the ! roo oxcha.nco of ccl!'.:lll!nt 
an.: opinion, ~he hnmony of vi9T,p01nt expres3ed and tho poosibility 
tor coro concrete accomplish::lent in futuro meotines or Treasury 
rt·prc.cnl.:lf.:1veo . Tr.e for oal accnda of the conro1•once quite closel ;; 
:-ar.:UJ.oled subjects t o be taken up at tho ::ootir.c of oconenic repre­
t lt,.aUvcs of t.he sa::e states in :Jash.iJltt.on at. the aa.:n.e tir.e . For 
•· ~ rt'ttaon and also because less uei£hty and r.oro :-racUeal. =at.t.ers 
• -. 

1 to !'-..i::l the proper avenue of a_;)r-ro.ueh to rru1 trul wor~ con­
t.-~ts .. ~t'r:'c:en the Treasuries, the represenUI.tive ot Ule tnited Stc.tes 
!,~. '-!. to direct attention to technical r.atter3 or Troa:sW7 opera.tie!'l, 
:"..el'. &3 ~4r~r.izat.1on of procedure, excha.'\ .. e or 1:'\t'c~..nticn and ser­
\·!cc .:t.nj U.e li.ke. It lr&S his belie!" that t.":ia treasury cc:nferer.ce 
:~JJuld ::c.-·k tc 'break tma;,· tro::a tl'-.e pattern c! t.~~• ordl."'.a.ry inter-
.lt.: rJ can ccr.!ercnces nnd should concentrate oore en exchant;e ct views 
en l itL!'or ,_tion end upon synchronization ot Treasury acU,."ities r ather 
t' .!l: ll!'>Ol. tho a~option cf fornal resolutions upon oconcr..ic sub!cct.s . 
i'ct'. lH.standir.c the !act t~.at t.lte Final Act or the conference be<U'S 
n tr!l:inc: si:".ilarity to the product o! other 1ntcr - All'or1can con.rer­
•t.eo: , ~O'"'' procrcno :Jeem.s to have been r.t.adc ln thts direction . 

n. I oetin;s throughout \TOrB quite COI'ople\.el/ ha.moniOUS Md tr.& 
a ..t'.O:J;'h''rtl a:J botl'tecn del acates Ttas high17 cordial . Discussions were 
net ac1·ir.onious , but so tar as there MO difforcrco of opinion it dealt 
in thu -aiJ '''ith non-essentials . The arrancc~rts !or the eonrere:nce 

:"1 ccrrletc and i\mctioned snoo~J.y. If t~orr i:: opportunitu: for 
cr; tici...--= 1 t. ''Oul.d be :::.ercly th::.t the rro;'"'rm and arr:lo,;;e::ents follO'r."ed 
4,oo clcsely t.~e cr t.hocicx tor sucl: intcrr.at!c.:..Al cen!'erc.ncc:;, -::hicl: ill 
tro or-1.. ... .1on or ::our representative conduces a l!ttle too -:ue~. to stcrilit:r 
o! : rac tical result. 

The r c·>r cscntat.ives and t~eir advisers wore cc.tert.aired at an 
official roooption in their honor l1y t he President or Gua~, Generol 
Don Jor• o tlbioo• at a reception by the Ar:1oric1111 L:illister; at a l uncheon 
1.'1 A.'1ticua, the ' ancient oapit&. of Guatolnala, by tho Finance l.:inister, 
t:r. 1onr.alos-Caq>O; a t an orfici.U. benquot ond •-ere we partici pants in 
a vc~· considerable nu:r.ber o! additionnl runctiona 41111 cntrrwl.nrncnts, 
incbdine thooe attending the opening of the llotionnl Fair ot Gu.:>tcr.Jala 
on Sunday, llovmber 19. In return, the Ar:\erican delegation entertained 
at a lunchoon on llovEr.lber 21 all o£ the other rerresontatives and adviser s 

Regraded Unclassified



20S 

- 6 -

1114 cert.ain officials of the Republic o! Gua.temla. Courtesy visits 
,.,,.., oxcha:\sed with otricers ot stote or Guatecala . llo ertort was 
spar«! by tho Guatemalan government to make tho ot.a;y of the representa­
tives ploa.oont ond the saoe lliB;)T be said of tho Americo.n l.linister and the 
m:i>ors or hia a tal'!. 

'i'lorl< of tho Advioors -

S\lch worthJihile resul t5 ~ ma;y have been a chieved by the American 
dele;;ation are <luo in great part to the work or tho a<lvisers, to all o! 
'llh<lc I fool nr;y s rate1'ul · J.!r, l!onr<l TnkalNr)', tho C<z:l:ercial .lttocho 
o~ tho JA&ation, save his 1l1ll tiJoe to tho work of tho con!eren.:e throu&b­
out ard sat with ""' 1n all co=ittee soul(IM, act~ both u t.ranslator 
&!'ld a<lvioer an!. thus oaldng it possible !or .. to participate in delibel'­
atio,. , llr . Duscan of the State Departaont was cONOtantl)' available and 
t.'lrouch his knowled.go of Spanish assisted,.. in contacts with public 
oUlcialo Clnd save frequent help1'ul advice , Jl.easrs. Cotton, or tho 
Tro4!>ur;y Doportment, Collado of the Stata Department and. Hanson and Scb::lidt 
of tho Trouur;y Dopartoent, were siloilarl)' hel pfUl. l:ra . Spurling of 
the Stato Deportment '"'" an able and willine aocrotar)' to the delegation . 
One or rtoro mr.~bars or the United States dole~tation attended each session 
ot ench co:noittee and frequent conferences were hold, which enabled us to 
keep complotal;y in touch with all the ""rk of tho conference . The l!ll!m­

bors or tho delegation wor ked as a unit in oomplota hamon;y throughout. 

Sincerol;y ;yours, 

l!orbort E. Gaston 
Assistant Socrot.ar;y of the Trea.sur;y. 

Att.ach::lonto . (:l) 
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