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.Ueop-lUlltller 

Book Pq. 

'""-IW'T act1rlt1aa 1D ooanact1on with ...,, r1rat draft -
ll/29/39 ••••••••••••••• •••• ••••••• ••• ••••••••••••••••• 225 

Ste._ J&rl7 la78 artiol ea are to £0 to OptDift& or 
apeoial Meo1oa or CODgreae - 11/30/39 ....... . ....... . 

-B-

Biott, II'Uliaa 
See Tu: ~aa1oa1 llorle eaaea 

Bra11l 
See liar Oollditioaa• Lat1D !aorioa 

Bwlaat 

74, 206 

BK1r, Bell, aDd s.itb diaouae outlook at lUDObeOD oCIDfe1'8DCe-
ll/29/39·................ .. ............................. .... 1)6 

-C-

ColOOibie 
See liar CollditiCIDal LatiD Acer1oa 

Custoee, Bunoe.u or 
ha•ptioa 011 Mexican •erobandioe dleou .. e<l b7 Domq 

(Senator, Cali!orDie) ADd HKJr- 11/29/39.. .............. . 6S 
Barrio (Bull) ooaferenoe dlaouaoed at 9'•30 mest!Dg -

11/30/39... . ..... .. .. .................. ........... . ....... 285 

-,-
Piaanoiftc, CloTerDMnt 

or~i~3;:. ~ .~~~~. ~~~. ~:. 7~~~:. ~~~~~. ~: .~:":~~. ~ 
Sllbeor 1pt1CID tt&=ee - 12/ 4/39• See Book~ - 210 

Pore1.1n 8-sholdere Pl'otact1-re Couao1l, DloOl'porated 
BK1r ad""'atoa reorganlsat1CID CID liDII or ••• IOI'k 

Stooll: Excbona- reOI'pnbaUOD J Treaoury would aeelct 
&Dd tbu .tep oat ot piot~ - ll/29/39 ••••••• • •• ••••...•• 

-II -

lluioo 
Por a u pt1011 011 Mexican ll&l'cbal>diM, '" Cuatoee, Bureau of 

JloDetar7 Pollq 

10 

127 

llaper, llcbart r. (S~~~~&tOl', lew Iork)• Tr••urr op1Dioa "" 
.. rlh or 8.1. a. •. 188, "To reetore t o Conare•• the aole 
power k 1,.,. •""17 aDd recul&ta tbe ..u ... thereof" -
ll/30/)9....... ..... ..... .... .... ................. ........ 183 

bta-7, Rabm 
a.. Tu: lfteica• IIDT1a ea .. , 

llori• ea ... 
See Tax llna1• 
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-·-
... r .... • o In BI'OIIdoa.t b7 Cal>i.Det 

.. llott &ad lllllr 411101lUJ lllllr GppOMI - ll/29/)9. • ••• 

Boolt hce 

22S ll7 

- p-

Prooure:Mnt DirlaiOD 

146 
Qrana1 -..JI4a 1J> OODDeotiOII with propooacl 

reori&DiaatiOD- ll/29/39••••••••••••• •• •••••• •••••• 

-ll-

lla~u. llarlaiOD 
llo.Ddolpb Paul ccmtera with Treaa1117 voup - l.l/30/39... . 164 

- s-
S.lt-8alp lxohanco, Inoorporatocl ( .. oh1.DctOD) 

lll'lr1a -orandua to FIJI OODOOrnine turtbor P""At cluriD& 
0"\ir'reat tiaoal TNr - ll./'J()/39.. . . • . .. . . . . . . . . . . .. . .. . .. .. . 257 

a) Publlc llorka AdainiatratiOD 1 a roquoot tor opil>ioD 
trc. OOIIptroller · GeDe:rel.. • • • • • • • • • • • • • • • • • • • .. • • • • 264 

b) CoolptroUer Gell....J.' a opil>iOD aa pro•iclocl 
Pli>lio llorka .lclailliatratico 

Tax lnoico 
llorlo Ca•••• 

- T -

Biott, 1111iaaa lola7 ._..raad,_ OOGOirnine 114borl 
lloota-r7 oorroapoadODOo whioh •• rotllr'llocl to 
ottioial Intornal &e..aua till- ll/29/39 ••••••• • ••• 

TuaUca 
S.. !lowe,.. llorlaiaa 

-·-
........ RiCiborl r. (Sollator, lew Tort) 

s.. lloolotar7 Poll~ 
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llool< Pap 
.... Coaditl ... 

Oloea, Aero uo 
!obq, C~t.rleo II. ( S....tor, ... llaapobire), 1at.,._ 

ot prorla1oaa oOIItl'Oll.illc 'lr-01U7 - U/29/J9.. . .... 225 9 
CloofON400J preMDtl liaDeo, lhUlina, ro1e;7 1 ladeo, 

Wcabel, lte1lil>&, Ol>d RalTeriJIC - ll/29/)9. •• • • •• • • • ll 
a ) llhite Houn ~ d1aou110ed reporta, 

diaoreplllOJ' bet- rateo ot p!"OdaoiiCG ot 
aotoro and airplallea and allkl.ac that (1) 
pol107 ot depr-iatlOD allowaaoa - be 
worked out 1 (2) Tr•aury io direoted to 
aCilOIIlt with appropriate o_,.tt .. o ot 
Co"'l'eoO oo that taoilliieo tlmo oreeted MT 
becOM peru.DeDt part ot uiiooal del-

l) Bureau at latuul a-.oue Ol>d CleDereJ. 
CoUDael. told to work out pl.o.u1 .Jotuao­
told ot 'lroeo11r7 plano 

2) Slolli....., (J.cthl& eo-iooiODer) --
to llanos, dated ll/213/)9, d100U....S . . •• • • • )2 

a) War Ol>d lr&97 Des-rta-t o' cooperetJ.CG 
to be oollcited 

J) Currie preoent ot all oOil!ereDCeo 
4) IIanes tearo the aignJ.nc at olooizl& ocr• o at a 

which M.T ill 00110 n:t oir<nllrreDt 'illoou-t...._u 
J.ct 

5) Cousens Co.-J.ttee l.llnati&&iiOD ot Bureau 
ot Interual lteftnue after loot war diocuoaed 

6) !l11aon will coop-to ill ur:r plau worked oat 
b7 'tr-01U7, liiUr teela aura 

7) Coueol1dated J.ircratt CorporetiCGo Letter to 
S.Oreiary ot 1&97 eiatillC 'lr•OIU7 doea not 
- neceaoit:y tor a oloa11111 aareoroat -
11/29/39 ••••••••••••••••••• •••••••••••• •••••• 

b) J.nnerizl& MJaor&Ddur to rllR - 12/1/39• 
S.. Boot 226, pap ll3 

(Bea.d at cabl.llei b7 P181 coplea to 
lloodrl.lla &Dd ldi-) 

1) Cloaillc ago rillito poolil>le ... Jico, d1 .. , 
tool.1, aDd Mab1nery ...... 

2) Obaole8Coace Oil new taot.o.,. b1&1ldizl&o a 
dittareni probl•; CoqreaoiooaJ. aoiiOD 
req111red 

l'llblloi\7 diaouaoed b7 liiUr &Dd Du.ttial.d - ll/29/39····.. 47,288 
Coeei Gaud• 

liiUr' a -..and,. to Pl8 •lll<iaC tor t<10r 1&17 lca&-rencr -plana• t o aaeiot ill patrollillc the lortll Atlaat1o 
dar!nc wiater .oath•- il/30/)9...... ..... ............. 171 

J:ppb•mc• ..n.t ft..-.1 - ll/29/39, et. oetera............... 6),211. 
rt.alaa4o 
lo-a ett ..t Cll t!Dited Btataa at luaiaD rlotOI)' -

r1lllaa4 - 11/30/)9....... .... .. ........................ 175 
Ift&n. (aotal) ot J1,alud b7 v.s.s.L d1-ooed at 

9•)0 .... , .. - ~)0/)9.. . ... .. .... ..... ............ . .. 286 
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- • - (CaDtJ..D-s) 

-.. OOIIdiu ... (ea.tJ..aa.S) 
Boot 

Grea\ lr1k!AJ Obue.Uor at lxcheq,.r "•PMI<a torceruJ..lT 
Alii! ~ ot t1D&Do1&l bardeae ab...t• - ll/30/39. ... . 22S 

II1P-Gra4e lleOIU'tt1.. ll&rltetll 
C11rr1at. Deftlopoea\oa llaao -&Dd• - ll/'J!i/39 ••••••• 

LeU.& .laorioaa 
Brollla 

Bueo Alii! loblo ocmterJ loble leane with !laDe a copioe 
ot (l) letter tr .. llllder S.Oretaey ot Co-roe to 
FDIIJ (2) outllM at t81ltet1To pl.&ll tor read,luetelllt 
ot BruUiaA Dollar BoDIIIJ (3) uaaple ot BrazUiaA 
oorrratioa- ll/30/39 • ••• •••••••••• •• • • •••••••••••• 

a lDJI1 1 iD.Itruat.iODI to Jlobll OODOI.r!U.Dc 
ooDJIUl.tat10D with IIIIJ'r aDII llelleo cUeoueeed 

l) 'lelloo baa retuoed to "" lloblo uat.U 

Col-. ill 

he can diecuu •tter with IIIIJ'r Alii! Joaea 
2) loble th .... tore l11Y1D.c •terial tor 

eznln•Uaa b7 LetiD. .lao1'1CID MOtioa 
ot Tnawry 

Paae 

201 

153 

Bonded Dollar Dobta Cont8riiiCI reported at .a..rtcan 
W..o.,. with J. a..,..,. Sohrodor Banlc:1.n& Corporot1011 
ot lew York CitT - ll/29/39. . . . ........... . ... . .... 187 

Meot1Dc ill. offioe or Foil; preoeDtl repreeentat1Yee 
ot Treoeur.r, state, Co_.rco, S.curlt1 .. aDd 
ltzohanp C.-.1ea10D, aDd !xporl-Iaport B&Jilt -
~29/39... ....... ............ . .. .. ................ 246 

a) Diecueeod at 9a30 a .. tlni- ll/30/39. . ...... .. 290 
Oontereaoo iD. TJ>~~our,r; PJ>Oionta repreeeDtat1Yoe ot 

TJ>~~eur.r, Secur1t1oo and lbtch&JIII OOIIOioaioa, 
ltlport..laporl B&Dt1 and Trapb&PD (roroiil' BoDdholdara 
ProteotiTe Counoil) - 11/30/39........ . ... . ............. 252 

Pu .taerioaa Buts 9\ewarl ( .. ltor) -or--ll/30/39.. 2SO 
laUOD&l Dot-• 

PriYata Iaduetl'ila1 Banaa• -ron- (aot accepted) oa 
probl• or aaa11t1Di !ni1 aDII 1&"7 ill. tho 111tabll.obamt 
ot &ddl.t10D&l tao1Utiao to axpedita D&t1CIII&l dar .... 
procr.a- ~30/39......... .. .... . . ... . ................... 185 

lautrol1t;r Act ot 1939• 
Ccmtereoca oa iD.torpreteUoa bald ill. ottica ot JDII&e llooN, 

Oouuelor ot stata Dopa:rUctJ prellat.a Seaator P1ttaa, 
reprellat.aU.,._ ot c........,., J'l&etioe, aDII TNaaur,r -
~30/39....... .. ..... ... . .... .. . .. . .. ... ... .. . ... . ... .... 178 

!'llrobu1Dc 111111oa (Bnttm-Fl'coh), 
huoea 

IC-.q ill. Par1o to aocerlaill. 110uat. ot aocur1t1aa hold 
liT rr-h iD. liDited stateo ucl to aooon&ia plaaa ll&de 
b7 Fr- Goow mt tor Uqul.dat1oa ot - - ll/'J!i/39. • 1 

..,.Alii! aDd Blall1U ooater OD tiD&Doial riiOUI"OII Ot 

rr,.a.- ll/J0/)9........ ................................ 190 
-a) lot) Dll -· Dot. aat.1o1pate uq l1qul.dat1oa ot 

r.....,.. bolcli.ap ill. IIIU\ed llt.ataa ill. I ~iota tutaro 
b) lllll1U'• !.lllp-.aaioa 1a ~t f-J.p S7!!9 "&e re .. w_ 

at rr- a4 Clrea\ lrlk!a .ul be ao ....,_ lliithill. 
- :r-r tbat n-1&1 ~ .ul be • aeri ... - • 
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- I - (CODtiDGe4) 

We CoedUiCDI (Coat!Jmad) 
l'llrobaolal lliooioa (Britioh-Frtal<lb) - (Coat.iaiMd) 

Clreat BritaJ..aa 

Book 

OcatarcoeJ pre Milt I IIIIJr, l'larrte, QrMAlq, Darla, 
Cb&l.klq, PiaHat, Colliaa, Cochraa, aad 
Butt•rworth- ll/29/39·····•••••• • •• •• •••••••• •• • 22S 

(For Cochraa -orandua, "" pace 61) 
a) Aooo1111t 1a tbe - or Baak or &:.a.Iaad 

11p011 wbiob .-hero ot Britiab Purobao1D& 
ao..tooioa aad Ce11tral Board ot PurobaeiD& 
ao..l.aeioa 'lllq obaok llOW OpeDed w1 tb Federal 
a. .. ..,.. Baak or l ft York 

b) TrauaeotiODe 1aw1rlllc 09ar $1.00 aillloo 
at - t:t.e t10 111ll1ou 1a 1old fr<le Cauada 
ia aold aleo d1aouaeed1 IIIIJr reareta that 
JW>aoq -• DOt kept adrloed 

1) liiiJr bOpel t bio aort Of aituatioa Call 

be etralihteued out illto!'llall,r 
o) Coorcliaatioo or purcbaNa bet- BrUlab 

aad l'reoob alao diecuuecl 
d) liiiJr also expldae be baa bea ralMaed 

u 'pillah-bitter• br !'DR 
Folq op1ai011 011 wbether Rft York &l8ll01 of Baak or 

lloutreal could 1epl.lr adnnoa dollara to Brltlah 
OoYern•ut oollaterallzed by 1ur1oaa oeour1t1ee 
owued br Br1t1ab GoverlliHIIt or Br1t1ab usUouals 
UDder Johllaou Act and Neutral1tr Aot ot 1939 -
11/29/)9 ••• •••• •• ••••••. ••••.••••..••••••••••.•.. 

Rouuniaa 
.t.aerioaa ll'oobaaq, Berlin, reporte ou raoooat1tut1011 

or Cab1Det aad Geruu..Rolmaniall trade ll810tiat1one -
11/30/39 •••••• •.••••••••••••••••••• •••••••.. ••...••. 

Strahpo War llaterialll 
ld.hOll diaouaaeo witb liiiJr balauoe or $90 aillloo 

($1.00 ailllou l~ap .,.. appropriat101l) tor lbJ.ch 
la'O)' lluuitlOill Board ie llOI aakilll - ll/29/39 • • • • • • • 

T)oler (J!orall) reports to Bllllitt attar rlait to Lcmd011 -
~)0/)9 .• • .. •••• ••... •......••. • • • •• • • • •• ••...•....•.. 

Pace 

34 

45 

172 

ll4 

193 
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1'110111 .Aaerioan lllba••r, Pari a 

IAi 
tJ 

NO,I 2811'1 

DATil NoTember 29, 19~9, 7 p , a , 

81<m:ON8 0111:, 'l'VO, THRD AND FOUR 

roa 'l'll&A8URY 

' 

1 

We aoooapanl.ed Ambueador Ienned7 'tlben lw nnt to 

••• Re7ftalld thie ~ernoon, HonTer, einoe ReJ11&114 wu 

engaged at the Cballber and in a aeeUng ot the cabinet, 

he wae obliged to oanoel the appointaent with IennedJ, 

The7 will eee eaoh other th1e enning at dinner, We had 

a talk with OouTe de XurTille, in the ab .. noe ot Reynaud, 

Ienned;r Yal anxious to aeoerta1n the amount ot eeour1tiee 

held b7 the rrenoh in the United Stat•• and aleo 'tlbat 

plane haTe been made b7 t h e rrenoh GoTernaent tor liqui­

dating theee eeour1tiee in an orderl;r aanner 'tlben the 

tiae arriTee, 

OoliTe de XurTille etated that not enn an approx1-

aate uUaate oould be made b7 either hie X1nietr;r or 

the Bank ot rrano• with reterenoe to the •ount ot J'renah 

holding• ot dollar eeouritiee, (No reliable eetiaatee haTe 

been poeeible beoauee ot tax eTae1on in the paet an4 beoan•• 

ot rrenoh reuoenoe 1n regard to the .. mattere,) !he7 will 

not be able to draw up an 1nnntor;r until attar the deolar.-

Uou 
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uou or bol.41qe abroad haTe been aade. 'l'lleee are to 

be 1184• 1n Januar)'-Pebru&r7 f or thoee who han been 

aob1UH4. fW• han been intoraed of th1a e1 tuat1on 

aneral uaeii in the put b)' Coun de Kurnlle and other 

rrenoh f1naDoial authori tie-••e our telegrpa no. lt509 

of .Auguat 26 and DO. Moil! of October 12.) Be aa1d again 

that Uttl.e tbought had been g1Yen to pl.ana f or requ1ai­

tion1ng tbeae aeour1ties or to plane f or aarketing th .. 

2 

in an orderl:r aanner when and if that should become neo .. -

aar;r. Be aa1d that the French Government baa no plana 

( enn 1J1 •br;ro) nth reapeot to either of these phaaea. 

BoveTer, he again a .. ured ua that the French OoYernaent 

ia aware that oloee cooperation vith us regarding th1a 

aatter ia 111portant, and it aeeaed he hoped that wh en the 

U.. -• - oould be of help. 

With referenoe to pa;raenta for aotual war pur ohaa•• 

in the Un1ted l tat .. , it ia hie feel1ng that i n rtew of 

the fact that the Prenoh placed a nuaber of 1aportant 

ordera eo earl :r, the;r haTe epent aore to date thao the 

Br1Uab han. Be repeated that although there oont1nu .. 

I 
to be a nbatant1al inflow of oapi tal, t he twl4 ia DOW 

l.oaillg on bal.anoe. Be doea not bel1en that there vill 

be an:r 41.:rtioul. t:r 1n the near future in lr.eaping the trano 

a t ita preaent leYel.. Be bel1eTaa that th1a proble• vill 

beooae 

Regraded Unclassified



-~ 
3 

beooae aoute for the Br1 t1ah before 1 t will for the l'renoh, 

an4 he eet1mated tM time llmi t at aomeUae w1 thin tM 

next twelve aonthe. He eaid that it vaa 111poea1ble for 

anyone to prediot development• during the next year and 

deol1ned to etate whether t he frano would be tied to 

aterl1ng under aLl oirouaatanoea. 

(Laat evening, inoident.all.y, Reynaud llade the follow­

i ng remark in lighter vein; 1I eaid to Sir John 81aon 

that he an4 I would be banged by the people ot our· reepe~ 

tive oountriee it the United States polioy regarding foreign 

oredita 1a not reV1eed eomet1me during the next two 7eare. ) 
between 

In reeponee to our queetion, Oouve ea1d tbat/2~,ooo,ooo 

and 300,0001000 tranoe a da7 1e the rate at vhiob armament 

bond eubaor1pt1one are nov oom1ng in. 

(EifD UOTIOH J'OUR) 

• 

MID 

' 
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CJ 

Secretary of State , 

Halhli,.e; ton . 

GlU.Y 

Dnird Hovembtr 29, 1939 

Rto ' d 6 : 35 p . m. 

1B 5'7 
1 

l1ovtobcr 291 '7 p .m. (S~CTION FIVE) 

As a further step t o aid industry and tradt and to 

orr set in som: snall t:ttasurc the crippling c fftcts or 

gtntral oob11i~ation tht JOURNAL OFFICl~L o r today pub­

lishes a decrEE r.'Qking mort flExible existing laws and re­

gulations r elating to condi t ione undtr which mobilizEd 

aolditrs may bE spEcially assigned to a ssurE the operation 

of public servi cEs and to carry on thE economic and 

financial activ ities of t he country. Under this new n ca ,._. 

urc a largEr nuobEr of mobilized soldiers in certain catE­

gories may bE spEcially assigned to export industries, 

and industrial , agricultural, and oOtJO£rcial J*'Oftss ions . 

BULLIT'l' 

NPL 

• 
• 
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CJ 

Scorctnry of Stntt, 

Wnnhingtan . 

GRAY 

PARIS 

~trd NovEmbEr 29 1 1939 

REo 1 d 5:49 p. m. 

28571 Novtmbtr 29, 7 p . m. (SECTION SIX) 

While Pl'Enoh in:iuatrial acourit1cs showed a f 1rn£r 

5 

trndcnO'J on thE securities marktt . todaJ rcntrs wert s oll£­

what irregular with sma.ll changu. 

The r eport of tbc Bank of thE NcthErlands for thE 

wcck ~ndi~ NovEmbEr 27 rEvEals gold holdings _ of 

1 , 029, 0001 000 florins comparEd with 1, 0391 0001 000. 

Demand 1iabilitics totalEd 11 3941 0001 000 compared with . . . 
1

1
3671 00?1 000. Ratio of gold rcacrvca 73 .81~ oomparcd 

with 76~. 

( £NO CF IESSAGE) 

BULLlTT 
HPL ... . 

-· 

... 
••• r-- $ \" ' • 

~"!~-.. litl (l &.,J:.,.~~~ 
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IIOV 2 9 1938 

I b .... 'f'YU lonu or l<o" abor U l u \, ta whlth r•• eal.l 
o\\•U.aa \o o UaUo4 l .rooo repon \ o \Ito orr .. , \ l\o\ \ h h 
1'<1..-\ llltO- \he ••I' Ud lfoVJ De-per\N .. \o or lto w11U114J• 
DN• \ 0 uco•ta•a au.....:ea'e whtob wCN14 tl\lJ*l•\e I D • 4Yallee 
,,.. rat.• at -.ble .. pl .u• deprM1•'t .. ud. o._•olaee .... • ou.l4 be 
.... ,.,ad ta ~ oad lla"7 toll\noh Mllojoo\ to t bo p1'09lolOM 
or \ bo VluoaJ:'n- 11 Ml\. l aton.aUoa h .roq.,..,.. l o \lll.o 
,._rd, ._~ .. o llll \ he do\aUa or UJ aero-to .. lob buo 

-.. .... J'Wd tau. 

l\ l a -- \llo\ \ bo - · to\loo n t orra4 \ o ~1 J CN la 
kaa4 a poo o p,... nlnoo to- "7 \ llh r.-pen•.oo\ udor 4o\O 
ot lop-or 10, ll:lt, oh lall lo oolr-oapl&M\0~. t " l flb \ fM¥ 

\b\ \ bo ftl"""• lo k~a4 llpoll tho ou\horl\y O"Dtod •~• c-t .. 
etour fd lat:eJ'Ml ~.., ••• ti.Dd.•r aeo\lea 3tto, t . k.O., \ o ••• 

la\o ol• U. -"'•• 

l:l \ll ... _, \0 oloalQS _....,, ... , ..... la\o 'by \ M o 

~. I llan \ o o4• l•o ,_ ~·' \ hare un koa o .-kr 
et laqldrlN u4 - dlo.,.oal_, wUII oaa\roo\ on, IN\ \lion 

"'"'" - ~ - ._., --••· t .. - 1• '" rural• 
,_ wt\ll \ ho ••••U• ot \lla\ -cro-a\ I'F ..-- llt \bo loac-
•-hl .... Uoo 0C \ 110 0.por\MA\ ~ .... • ,... \ h o\dll\~ 

,...U'lU• ..S•\ - U& ~ullo M:1 latonaU• eo••rootac 
~. rolo\lllfl \o \IM 1laU11lr ot UJ ,.._,.... 1 - ....... 
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Secretary of the Treasury lforgonthau announced last night 

that the subscripti on books for the current offering o! 2 percent 

Treasury Bonds of 1948-50 clooed at tha cloae or business Tuesday, 

Subscriptions addressed to a Federal Reserve bank, or branch, 

or to the Treasury Department, and placed in the OIAil before 12 o'clock 

midnirht Tuesday, l!ovember 28, will be conaidered as ~.aving been entered 

before the close of the subscription books , 

Announcement of tho amount of subscriptions and t he besis of 

allotr.ent will :>robably be marle on !londay, Ooe~mber 4 , 
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RE CLOSDIO AOREBIIEl!TS November 29, 1939. 
11:30 a.lll. 

Present: Mr. Ranee 
!lr. Sullivan 
llr . Foley 
14r. Kadea 
ldr . \Yenchel 
Mr. Reiling 
Mr. Jle l vering 

On llovember 9, a memorandum came from the White 
House addressed to the Secretary of the Trea sury 
which I will read to bring ua all to the starting 
point. 

"One or the obstacles to the proper equipment of 
our country tor national defense i s the disparity 
between the rate or production or airplane motors 
and that of the airplanes themselves . Thi s must 
be synchronized as eo on as possi ble. (, , . ? - J ') 

"You are hereby directed to work out a policy or 
depreciation allowance by which the abnormal in­
vestment in plant expansion that will be required 
ot tho airplane motors manufacturers will be 
absorbed over tho lite or the contracts or during 
the emergency period, 

"You are further directed to consult with the 
appropriate committees or the Congress for tho 
purpose or devising a permanent program whereby 
the facilities t hus created will become a per­
manent part or the national derenee.• 

Tbat was initialed by the President. Upon receipt 
or that ~namorandum, I t alked with the men in the 
Bureau and the legal sta tr and asked them to go 
to worlc and find out what could be done, We 
haven 1 t discussed this thing on the outsi de w1th 
anybody except Louie Johnson and he called up 
after we had been to the thite Houee that day to 
find out whether or not we could do anything on 
this line , and I told him that we wore working, 
had this memorandum and were working toward that 
end and would report back when we bad got soiDething 
definite to report . I have not oonmunicated with 
him since that t ime nor with anybody elae but the 
Bureau and the legal s t arr. 
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•~ have now a -orandUIII w!Uch - I th1nk the 
quickest way to get at this thing would be to 
read th1e memorandum, which oomee !rom the 
Bureau 1n response to my requeat , 

12 

I might say at the outset that the President 
aaked one or his aeeistante, Mr. L&uchlln Curri e , 
to interest hlmaelt and r ind out where we were 
in this thing and to gat the information tor him 
and llr, Foley, and I eonaldered that i t was the 
best plan to invite him in to all the conterencee 
when they began so tbat we could take him along 
atep ~ s tep wi th ua , and I understand he hae 
been CCI'\etantly with thla eoDaittee 1n the Bureau. 

"At a conference on PridaJ, November 24, JOU re­
quested a memorandum indicating the extent to 
which closing agre-ente might be used to expedite 
the erection or additional plants to turther our 
own national detense program and to make additi onal 
equipment available tor foreign governments, You 
also a sked us t o make euggeet1ons tor a rev1eed 
procedure or joint action ~ the Treasury, War 
and Navy Depa rtments. 

"As a result or conterencea which llr. L&uchlin 
CUrrie, Administrative Aeeietant to the President , 
a ttended ae an observer and in which c. L. Kadea , 
J'ohn Burrue, B. T. Reiling, c . A. Appel and 
John L. Sullivan par tici pated, we wish to report 
as tollows: 

"Closing agreements relating to allowances for 
depreciat i on and obs olescence _,. be executed 
wi th cCiltractors 1netall1ng additional r a cil1t1ea 
necessary to ~utacture &l'IIIAlllent equipaent tor 
the United Statea Arw.)' and NaY)' and tor foreign 
governments . SUch agre-ente must be predica ted 
on intomation turnlahed ~ the contractor and 
aubject to revision onlJ i t a ctual conditions 
diecloee turther ueetulneea or the tacllitiee 
beyond their period or uaetul l11'e ae represented 
by the contractor 1n hie request for the closing 
agreement, or in the event of a change in the 
applicable law. 
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"We believe the problem involved in the Presi­
dent's UleUIOrandum to you, • to work out a policy 
or depreciation allowance by whiCh abnormal 
investment in plant oxpansion • ••• will be absorbed 
over the life or the contrac t e or during the 
emergency period' , may be more eff ectively 
approached by revised regulations relating to 
obsolesoence than by any att,empt to extend the 
funotions of a closing agreement , for under the 
present state of the law the Intemal Revenue 
Bureau cannot give to a taxpayer 1n a olosing 
agreement any right or privilege he would not 
enjoy eventually as a matter or law. 

"However, - as pre viouelJ in tho case of breweri es 
and d1st1lleM.es cl osed as a rosult of the Eighteenth 
Amendment, - we oro hero confronted with tho problet:l 
of allowing a substantial deduction for physical 
aaaets still in good oondi tion but of 11 ttle or no 
useful value after the preeont emergency has ter­
Uiinated, this loss of useful value caused by the 
sudden and abrupt cessation of demand for the 
partioular product. We presume that many of these 
additional faci lities may be worthless when vtorld 
peace is restored and that almost all of them may 
be of gr eatly reduced useful value. VIe do not 
know and only t~e can tell when and to what extent 
their useful value will be destroyed. We recommend 
consideration of a revision or the applicable regu­
lat1or.a to the end the t for purposes of retums under 
both the Vinson-Tram:nell Act and the income tax law 
these abnorma~ investments may bo oor e equit!'bly 
amortized. l'ihJ.le this suggestion may conflict with 
one or the reco~:~mendations of the Nye Corunittee it 
sooos to be tho o~y a pproach toward a solution of 
the problem that 1s foaeiblo at thie tir!o 1n the 
absence of specific legislative enactment. " 

I think we will leave tho last paragraph, beoause 
it takes up another subjoot. I t seems to me that 
this last sentence or this paragraph - it says 
thia suggestion may oonrl1ot with one or the 
recommendati ons or tho Nye Coomitteo . The o~y 
copy of this thing that the boys say can be found 
is in this Nye Committee on the munitions industry 
in which i t waa said on page :It, number :5 , "Ho 
amorti zat ion allowances •••• • They recommend that 
no amortization allowance• ahall be permitted, 
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• .... but i ns tead govemment loans be authorized 
tor eueh cone truct1on aa it 1a r ound 1e required 
tor the prosecution or the war and cannot other­
wise be financed." 

!4 

It eeema to me that has a pretty i=Portant bearing 
on the subject here and leaves more col or to our 
suggestion t hat waa originally made that we do 
take thi a t hing up with the proper comm1tteee or 
Congress , and s ince it i s getting ao n ear to the 
time 11hen Congress comes back, that we - Whatever 
we decide to do , that we lay i t before the liye 
Committee, or, aa the President aaid, such appro­
priate committees ot Oongreae . 

In "UIIIIDill7, the thing look a to me like th1a - and 
I want you to correct me it I am not right about 
i t, because a a I undere t and it we have the right 
t o give clos1.ng agreemente . Tbia ia purely apart 
tram t he Vinaon-Tr&lll:lell Act, nothing to do with 
the contracts given under the Vinaon- Trammell Act . 
We have the right to give cloe ing agreemente and 
we have alao , without limitation, in the Bureau, 
the risj:lt to give to any contractor any deprecia t1on 
a llowance that in the Bureau ' s j udgment ia fair, 
proper and correct. In other words, i f the useful 
life or a piece or property were known to be two 
yeare , we could allow anybody at any time to t ake 
50 percent depreciation per year . ~t i s per­
f ectly obvious, if that ia the uaotul lite or t he 
property. 

We have the right to do t he t wo th1nt;a clearly 
under the law. We can a cooaplieh the object eougbt 
here cl early, s o t a r aa the law goee, provided 
we are not dealing with the Vineon-~ell Act. 
I would l11<e to be stopped right there and eee 1t 
the boJI' agree with me up IX> that point. 

Yea , h1Pothetically. 

Actually, Phillip. '!here 1a nothing hypothetical 
about wbat I ea1d. I wanted to be actual. 

It ia bard for me to eay where you could have an 
obaoleacenee 1n two yeare aa a practical propoeit1on • 

• 
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God Allllighty, I can show you ~ number of 
machinea - high speed mach1nea - that are 
absolutely gone in two yeara. 

I think Phil was talking about buildings. 

Things that are discarded at the end of the 
contract, I da> 1 t tbink there 1a any doubt 
about that. But if we are talking about plant 
structures ...• 

lfe haven ' t come to that point yet , because i t 
aee111ed to 111e the t Sully oovered th& t point 111ost 
adequately the o t her day when be said that it 
this thing baa any useful lif e after the ter111 
of depreciation is allowed, that useful life, 
of oourae, baa got to be allo cated into the 
life of the property, but I waa talking prilllarily 
abou t lll&cbinery when I said that if you know the 
useful l i fe or a given machine , there ia no doubt 
in f11:1 lllind that the Blreau baa authority to say 
50 percent a year and t he machine ia gone . 

Right. 

Let me aak, have 70u ever done tba tT 

Oh, yea. 

And we have executed one olo ein.g agreement under 
the Vinaon- Tl'&IIIID8ll Act that allows that where 
those amall tools have been conaUIII&d. . . 
You let them write i t off in two yearaT 

Yea , air, those tha t are oona\DDad. 

You have SuprSile Court autborit7 alao in the ease 
ot the Niagara Falla Brewing Company, •bicb the 
aJreau carried all the way to the SuprSile Court, 
which dac1a1on gave the right to the Bureau at 
that t S..e to writ e otr propert7 .tli eh bad become 
obsolete because ot the t a ct that the brewer iea 
couldn ' t ope rate after the prohi bi tion law, So 
you have got plent T or precedantl for it <and the 
Bureau baa been do1n6 1t . 

15 
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All I am trying to elar11')' is the .fact that JOU 
have got the statutory author1t)" to do ttda, 
provided JOU are not talking about the Vinson­
Trammell Act , and I want to be corrected on that 
ir I am wrong in that s tatement. 

There ia no doubt but what depreciation and 
obsolescence can be charged orr on the actual 
lira - we do now, on regular commercial machinery. 
We charge ott many or these machines and things 
i n a1x, eight or t en 7eara . We charge orr some 
i n as little as three J&a.ra, o f course . 

Do JOU want SOIII&tbingf 

No, I aa1d I am in agreement wi th what Wr . Hanea 
a aid. 

Wha t Mr. Hanea ia asking is whether these people 
are with him so tar. 

Yea, air . 

Yea . 

Now, the Vinaon-Trammall sit ua t ion cr eates a whale 
of a lot more complications and where we are deal­
ing with a contractor under the Vinson-Trammell 
Act, then I l e t the laW)"ers spoak here, but I am 
s cared to death or that one because i t aeema to 
me that you b& ve jua t got to be awfully caut1oue 
how you sign closing agreement a on a0111oth1ng that 
1a, in =7 opinion, circumvent ing the Vinaon- Trammel l 
Act and especially in view or t he fact tbat we 
have got this record before ue here of the !lye 
Uun1t1ons eo.mtttae. I£ we weren' t circumventing 
1t, I think we would be on a lot eater ground to 
take t his tbUig berore the Congresa and get statu­
tory auu.rit,. to do thia tbing before JOu do i t 
on the Vinaon-Trammell Act or adv1ae the Prea1dent 
to do it on the V1naon- TrUilll8ll Act . Then we wcnld 
be acting, even if we bad etatutcry authority-
I don't think we have that authority but I would 
111ce them to talk on that, beoauee that 1e a legal 
queetion I am not capable or talkil'l6 about . 

Wall, llr. Secretary, the earioumesa of the problem 
1a borDe out by tba fact that tba Bureau of Internal 
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Revenue was investigated by Oongreaa after the 
last war in connection with wri te-offa and 
depreciations and the treat=ent of war facilit i es. 
That i nveeti gati on was conducted by Senator 
Couzens, 'Idle was the Chairman of the Committee , 
and their reoo~~~nendation, briefly, 1e thiu 
"The war faci1ities 'ldlieh a taxpayer ele cts to 
retain in use can have no different status than 
any other facili t i es. As to all facilities, 
he take s the risk incident to the business of 
recovering their value througb arnual deductions 
for depreciation. Reaidual undeproe1ated value 
r-ina. When the use of such fae1Ut1es 1e 
abandoned, tho reaidue i a taken aa a lose of 
useful value. JIG cleduct1on of a eapi tal loss 
should be permitted until it can be computed 
with reasonable oertainty. To attempt to say 
now that a t&xpaJ&r will not recover through 
operation the ~ua of the facili ty be elects 
to retain in uaa and to at tempt to compute the 
resulting lose in~lves nothing more than sheer 
speculat ion. • 

Now, that report waa signed b7 Couzens and King 
and the Senator fl'OI!l Washington, Jones . '!here 
waa a diesent b7 wat s on of Indiana and Ernst from 
Kontuck,-, but i t was not a contribution of tho 
conclusions reached hero, but the,- sa7 tho subject 
or &~~~ort1zat1on ia now a dead one . No such pro­
vision ia contained 1n the current revenue law 
and the la.at year affected by the deduction is 
the 7ear 1920. Bllt tbe7 didn't quarrel rlth the 
principle and that ia wb7 I aa1 that u sing the 
closing agreement in connection with capita1 
structures is a - tter that ia terribl7 dangerous. 
l'le haven't done it eo far; we have 11m1ted it to 
matters were we were certain now on facta supplied 
to us and on the 'llaaia of facta which we agree w1 th, 
that the depreciation a llowances that we have aet 
forth 1n the closing agreements will be realized. 

VIe are giving the t&~q~a,-er on17 wbat he wruld be 
entitled to at the ooncluaion of the contract. 
As long aa we atick 1n thoae bounds, ata7 in those 
bounds , I don't thinlc we are in danger, but wen 
we get into the sphere of sheer speculation, we 
are h eaded for trouble. 
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H.M.Jr: Then the thing gets down to, who the hell wants 
to recommend that we should tl:y in the face of 
this Senator from IU.eh.1gan, Couzens . Do :you? 

Helvering: No. 

H.~ . Jr: I don•t. 

PoleyJ There isn't anybody 1n the Bureau • ••• 

H.~.Jr: Do you, Johnny' 

Hanes: Well , I don't feel quite as strongly about 
Senator Couzens ' report as some of the rest of 
you do . If I knew I was on safe ground , it 
wouldn' t frighten me , and. I think on Sullivan' a 
scheme we would be on perfectly safe ground, 
that allowing the write- off onl:r to tho extent 
of the absolute proved uaeleasnesa or usefulness 
of the property sought to be depreciated, and if 
tha t extended over five years or three years or 
ten years , wha tevor that decision wao , I would 
rest on the Bureau ' s ability to get to the bottom 
of that fact and be able to substantiate that b:r 
accurate evidence. Tbat wouldn't frighten me at 
all . 

Hel verin£ 1 Let me jua t aay a word about bu.1ld1ngs , now. 

18 

Some of the greatest i tems in th.1s charge- ott 
have reference to build.lngs that were constructed 
for tho housing of this machinery and t1'&11sact1on 
of the business. After a good many :rea~e of in­
vesti gations , we have established a rule and a 
rate on buildings which run from two percent up 
to as high as - I think the highest 1a about seven 
percent on some permanent bu.1ld1nga and higher than 
that on temporar:r buildings. 

H.U.Jr: 

Hanes: 

I don 1 t want to shut 
eaa:r rule to go b:r· 
through. 

thi s oft, but I can give a ver:r 
I don t know Whether :rou are 

I am through except for the Vinson-Tl'UIIIIlll para­
graph here, which I would like to read for the 
reoord or I oan just put it 1n the reoord. 
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I would like to hear it. 

"Closing agreements were first ueed under the 
Vinson-Tr&=mell Act to turni.eh certain &esur&ncee 

19 

to contractor& &lll:1 tbus induce them to extend their 
facilit i es to expedite our rearmament program. It 
was contemplated that artor securing a closing agree­
ment tho contractor would be in a better position 
to bid upon Arrq &nd Navy contract&. Attempt baa 
been made to reverse this procedure by a bid con­
ditioned upon our executing a clos ing agreement 
embodying terms eet forth in the bid, Such a pro­
cedure not only defeats the purpose originally 
intended to be a ocompl1ahod but , in certain cases, 
migbt put tho government at a distinct disadvantage. 
Accordingly we recommend that th e cooperation of 
the l'lar and Navy Departmen ta be aol1c1 ted in an 
effort to prohibit bids conditioned upon the execu­
tion or a ol oai ng agree:nen t, •••• • 'Which I th1nk 1a 
absolut ely sound. 

We tumod down Consolidated, l.tr. Secr etary, on 
their requeet for a closing agreement and limited 
it to di ce and tools, the things we were S\lre or. 
'a1en they n14 they weren ' t inte:reated in that 
and they eubtnitted a bid to tile Navy, conditioned 
upon our writing ott 60 percent or the coa t or 
the new plant installation. 

It wae done and mat we are atra14 or ie that if 
that practice continues we are going to be put 
in a very uncomfortable position. 

Just to ahow how easy it ie, Mr. Edison has a 
letter on his desk this morning ll'om Louie Johnson 
wh1cl1 he wanted Edison to sign, :recommending to 
me that we ask Congress tor 90 million dollare 
tor strategic aateriala. He s aid, "Now, Mr. llor­
gen~lau, I don' t want to write that latter it it 
1s going to be embarrassing to you. It you say 
it is, I won 't write it. • I ea1d, "No, I don't 
say I am tor 110 a1ll1on, but aalc for 90 and maybe 
you will get 2:1 , It won't 11111barrau • · • He said, 
•Fine, I will eign it. • All I have got to do 1a 
call up Charlie Bd1aon and say , •Por Christ's sake, 
1&7 ott.• 

-
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Excuse me , Mr . Secretary, but I don ' t think i t 
ia going to be that eaay, bec.lluse they already 
hll vo au million dollars that they aro not 
touching that could have been used on Consolirlated. 

Could they use that? 

Yea, they already have that , 

Arter all , up to this time, we have no f'U:od 
policy, but once you fellows and myself' agree 
on a policy, all I have got to do is to t ·ell 
Charlie Edison and he will lay orr. 

It was a definitely f'U:od policy, I think, that 
the liavy was to certit')' the necessity of' these 
additional facilities and as yet they haven ' t 
done that. 

rlell , that is Charlie Edison. It I ask him to 
lay off this and do it the other way around, I 
will gamble three to one that he will do it . 
I mean he will if we have a policy. If he, at 
this stage, came back and said, ~t is your 
policy," I wouldn't be able to tell him. But 
if we once have a policy and told him, I am sure 
ho would stop it. 

Here is a letter to him ~sk1ng him to stop it, 

This is important and you fellows had weeks to 
think about this • ••• 

I think we want to go slowly. I am a little bit 
against sending a letter. I would rather band it 
to b1m than send it to him, and I was going to 
S\l88&St that we ask Louie Johnson and Edison 
sometime to sit down with us and discuss this 
thing and tell them how we are thinking and tell 
them what the policy is going to be, so far a s 
we would l ike it, what the lllreau has said and 
what the Counsel advises, and 11hat our policy 
ought to be here , and then try to iron that thing 
out befo~ we handle that letter. I would rather 
hand 1 t to him. 

The only thi.ng I am a!l•aid of, John, is that they 
may aign that contract. 
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They prombed me they wouldn ' t algn 1t and I 
promise you that Consoli dated wonTt s i gn it 
either unless they get some kind or a closing 
agreement , so I don't think there is any danger . 

Are you through readingt 

No , I have got one more sentence to read . I 
etoppod in the middle ot a sentence. 

"Accordingly we recommend that the cooperation 
ot the roar and Navy Departments be solicited 

21 

i n an effort to proh1bi t bide conditioned upon 
the execution or a clo sing agreement, and that 
wo be authori~od to adopt the policy ot r efUsing 
to execute a closing agreement relating to a 
War or Navy Dep artment contract a f ter that eon­
tra ct has been executed . We fUrther recol!llllend 
tbe.t it be emphasized to the l'lar and tlavy Depart­
menta that their certirica tiona as to the necessity 
of special facilities and to the partial or to t al 
uselessness of sa id raeiliti e a a fter completion 
ot the contract are indispensable a tepa in the 
procedure of negoti .ating such a closing a gree­
ment." 

I am entirel y in accord with all of tha t para­
graph. 

That is 11hat my understanding was , which goes back 
before I went to Europe. 

In "the tirat instance, when we started negotiating 
with ConsoU.dated, they een t ue the vaguest kind 
ot a certificati on that meant nothing and then 
after they made a conditional bid a.nd one of their 
men talked to Mr . Reiling and indicated that they 
had no intenti on of cert i tying the necessity ot 
these additions. 

I think , Mr. Secret&r71 that the trouble has been -
I don't blame Kr , Edis on for th1e in the least bit, 
because I think the trouble haa boon down below, 
The Navy is 1n d i fficulty on thia 200 boats. They 
can ' t get ~body but one a irplane company to bid 
on these boats, Consolidated ia the only c0111pany. 
~ey a dvertised tor bide, aa I underatand it, and 
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Consolidated as the onl;y oompan7 that made a 
bid, and thor did not malco a bid, I aa told b;y 
tho Bureau, 1n accordance with tho law or tho 
rules and regulations ot tho Comptroller Gonoral., 
who says tho conditional baais may not be acoapted, 
so tho bid waa not a ccording, aa rou told mo, to 
tbe regulations ot tho Comptroller General . Bow­
over, they are now 1n the procu s ot tr,.ing to 
negotiate with Consolidated to take this order 
on soma basis and it is thoro wbero wo aro et;ymiod 
at tho moment because the;y won ' t take tho order 
unless tho;y can get some kind or a closing agree­
ment. 

Johnn;y , lot me Juat forgot Consolidated tor a 
minute and go back to this or1g1n&l arrang....,nt 
ot Ju.l;y, I thlnk, or August , that we wou.ldn't 
do ~bing unlosa tho Arr:r:f and li&"f wont out 
on tho end or tho ll.ab tirat. Now, I don't see 
an;y reason to chango our pod tion. Juat let' a 
not think ot any particular contract tor tho 
minute. What rou people bore have told me makea 
me doubt the wisdom ot - let's call 1t lest August. 

We are aate , llr. Secretacy, because it 1s quali­
f ied b;y tho tact that we h.avo to agree with the 
position that the;y take. 'lhe;y bavo to take U.t 
position and we have to agree that 1t ia a tenable 
one. 

'lhat I was going to sa,y is th1a , it I bad never 
agreed to th1a - and ot course tbey have never 
llved up to it, so I could change m;y mind it I 
wanted to . !lave the7 ever aont ua a atat=ent 
1n advance stating what the:y • ••• 

'lbe;y have onl;y axe outed one, anc2 the t wee the Army, 
and we are all right. 

We can stand on that one, too . 

Wbat I -· going to •• ,. to JOU and tbia lifO lflmJ.­
t1ons Co.-1 ttoa • ••• 

•••• and tho Couaona Coaadttoo • 

• • • • and the Couaona eo-it tee - I aa Just th1nld.n8 
out loud. I quoot1on whether tho United stataa 

• 
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Treasury hae any right to treat any manufacturer 
d11' teren tly because he happens to be manufacturing 
munitions than it he is doing peace-time goods. 
It seems to me that we are flying in the fa ce of 
the wiahes of Congress by giving the fellow a 
break because be happens to be manufacturing -­
terial for wur purJ)oses , which leads oe to this -
I mean whether we were right in what we did, let's 
say, in the Colt plant •••• 

We woul d have done that anywhere, Mr. Secretary. 
We are not ove rboard. All I ' •• a frai d of ls that 
we may be puahed overboa rd. 

23 

VIe can' t be puahed overboard, becauae 1n the first 
place , our agreement i s an absolute sound one which, 
in giving tbese closing agreements , you are not 
g1v1ng anything they would not be ent1tled to in 
the norcal process of the law, not munitions or 
anything. 

'!hat leads mo to thi s question: V4hy , i f they are 
going to give a manufacturer tho aame kind of treat­
ment , no matter what the ultimate uae ot the mer­
chandi se is, why do we need the Anny and Navy to 
certify in advance? 

That was the understanding i.n the press release. 
That is what we have been working on. 

att atter all , I have been wrong before - one or 
the b i g forward ateps we took here since I came 
was that a man could come 1n wi.th a contract and 
get an understanding. That i a one ot the bi g 
things we have done. r.e don't want to abu.se that . 
That i s aome t hi.ng wh ich I like to boast about. 
I thi.nk it 1a a real thing, ao tho fellow doesn't 
know tour or f i ve years trom now that somebody 
is going to come 1n and say so-and-so, "You owe 
us so much money . " 

Now, I think tha t ia a good principle . If a 
f ellow 1a manufacturing fl.ying boa t a or clippera 
to carry mail , why the hell do we need ~body 
to certify to ua wbat to dot Let ' s say thia 
ia April , las t April, and we were doing it all 
over a gain. I am trank to say , when I lla tened 
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to this thing before, no one had brought to 
my attention tho Nyo Cormni ttoe and tho Couzens 
Committee. Th1e is tho firat time I have heard 
of them. When I got all through, I have got 
a construct i ve suggestion, but I &111 going to 
hold that to the laat. It haa nothing to do 
with the Internal Revenue Bureau. 

Sullivan: If you are considering changing your posi tion, 
l tbink it might be well for you to recall 
that your correspondence with the Navy was in 
regard to al'IIIOr plato, and it waa after that 
correspondence am you ude tho agreement th& t 
s ix alllion dollars was sot aside ae their 
t"unds to handle thi s ve17 thing. 

H. H. Jr: Now 1 wai t a minute. They e111:1e to us and said -
a01110body check me on thia - that we wore ad­
mi ttedly a t leaat one year behind on this 
schedule on these aix big battleships and this 
was of tremendous importance and could we help 
them out . We said we could and we laid down 
this principle. They didn 1 t trua t us and had 
two strings to their bow, so they got aix million 
dollars from Congress for the opacitlc purpose 

24 

of gi ving it to Bethlehem and those other com­
panies. They never u.aed it. l don't know who thel' 

. it 1e tho Navy ' s fault or Bethlehem's f ault , 

Poley: Tbey never got closing agreements , either, ~. 
Secretary . 

H,H, Jr: · Aa far ae we are eoneornod 1 we could say, ~ell, 
you don't need th ia device because if you are 
a year behlnc1 .. .. • I didn 1 t want them to say, 
"It ia those so- &nd-aos, Internal Revenue£ Which 
1e roapone1ble fol' tho llavy being behind, and 
God damn 1t, they ' ve got six million dollars 
which they can use fol' tbat purpoee and they 
don ' t need the oloa1ng agreements. Ia tha t r i gbtT 

Sullivant That ie cor rect , air, although thsy are now preseing 
ua - the Navy Department i s now pressing wo for 
a closing agreement 1n the Midvale case, which 1s 
to take care of this very th1ng. 
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I nould like to ask Hr. Hanes 1f this would be 
e.groee.ble to h1m. I don 1 t want to do anything 
in a hurry, because this has b~en hang1ne fire 
for a day or two , anyway. Let ' s cons ider that 
we have no a greement with anybody, Army or Navy. 
Let ' s take e. fresh look at this thing i n view 
of these t wo th1nge, and we ha vo no a greement, 
I!J'I(\ \\1'lat is a fair and j ust way to proceed t oTtard 
all types of manufacturers , irrespective of what 
they manufacture or i rrespective of what its use 
will be, and then s ay, "This is what we are going 
to do," and say, "Mr. President, we think that 
t his is fair and equitable and just to eve rybody 
and this is our position.• Then period, para­
graph, page. 

"!low, Air . President, i f you wo.nt to get Consoli­
dated boats for tho llavy or th is or that or extra 
airplanes, why don't you use your six million 
dollars and when that i s gone , get another sL~ 
million dollars and do 1t di1•ect ? • 

Right . 

Amen I 

And do 1t direct. 

Right. 

Non , lot the Coverro::ent build a factory alcn: side 
of Pratt and r.bitnoy 1f they need ne~ engines and 
leaso 1t to th~ a t a fai r price , and then lot 
Pratt and V.h1tnoy use it. It belongs to the 
Government . r.ben it 1s through, there is no 
question . Or, build it alongside of the bright 
Company, but let us go and ask for the money for 
that specific purpose out of the so two billion 
dollars. Certainly, 25 or SO million dollars 
for a plant wouldn 't be anything. Put it right 
alonc;side - but have that money for express pur­
pose a of plant expansion and let the Covernment 
build it, or do it on some basis , but not do it 
through e. devious way which would put you and 
me and Helvering and the rest or ua with our 
backs to the wall, defending why we permit muni­
tions makers to make excess profit•• To hell 
with theml \7e he.ve offered to do this thing 
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tor tour montha and they wouldn' t play ball 
with ua. Now, Congress ia only :50 da7a ott. 
They can wa1 t :50 day a . In the meantime 1 the 
Navy has got au million dollars. 

Por armor pla t. 1 llr. Secret&r7. 

I think that ia liliiJ.ted to amor plate. 

l'O'Iat do you think , Johnny, of 'llbat I am aaJing, 
because you and I and Helver1ng have got to 
defend it? 

'l'ha t 1a the reason we are taldng eo much t ime 
1n here. You remember I sai d at t ho outset, 
wha tever we do - I hli.ve aaid risht atraigbt 
along that I would not be happy about 1t unleaa 
we could aell thia thing to the appropriation 
committees ot Congress , lay the 'llbolo thing out 
on the table tor them, and i f we require statu­
tory authority we should aak Congreaa frankly 
and openly tor it before we do it. I think if 
you can't aell the thins before you do i t ••• • 

You can' t aell it to me • 

• • • • you oertainl7 can't aell it 'llben the7 so to 
investi gate you . 

Bot to be obs t ructive, I am pertoctly willing to 
go with the Arrq and Navy it the;r need ua , to aak 
tor the liiOney tor tha expresa purpose 0 r doing an 
expreea job, not to do it through the deprec1a t!.on 
route. 1'1bat 1a tha -tter i f tbe Go~rnment wanta 
to build a $500, 000 factory a longs i de ot Prat t and 
11b1tney and rent it to them at a dollar a yearf 

I can ' t aee anything wrong with i t . 

The Engliab have done that, 

Yea, the British Government put out airplane planta 
bJ their auto110b1le planta . 

26 

Here 1a a letter tram s-tor Tobey ot Jlew Baapabire 
on thia very thing, wbloh you ail#lt want to read. 
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You fellows today have jus t completely uneold 
1110 on wba t I agreed to 1aa t July , 

You are perfectly aaro on what you agreed to , 
I don' t th1nlc •• •• 

l'ihat baa been dono as a result or that agreement 
ha s not placed ue in jeopard;y here, but wha t I 
am afraid or is that the extension or that policy 
or cooperation with the Navy and ~.rrq will involve 
the Bureau or Internal Revenue in another investi­
gation and I dcn 1 t thiDk we want to be put in that 
pooition. 

27 

The au>eau or Internal Revenue camot take a buil d­
ing put up by a !actor;y that we know baa a lite ot 
20 yeara and allow - I t hink tha:J &eked 60 percent , 
di.dn 1 t tho;yt 

Yea. 

Oen tlemen, how many da;ya would i t t ake you to come 
baok along the line - jue t r econsi dering this whole 
thing? Le t ' s have another meeting. 

It won 't take long. VIe can have another meeting 
whenever you say, next wook , llonday. 

It it pbys1eally possible, I would like to have 
it before that , before Ur. Hanea leavea, 

FridayT 

I think i t would be teaalble between now and ?rida;y 
to ait down &JDOngst ouraelve a and write one, two , 
three , tour, tive speciric recommendations aa to 
bow we ought to proceed here and bring it in and 
let ;you take a ahot at it. 

I would like to do it while llr. Banea 111 etill 
here. 

Do you think i t 1a poasibleT 

Sure it ie pos sible. 

JUat the tact that we have done something, don't 
let that bother ;you. 
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We haven't done anything we wouldn't be wU.Ung 
to do tor any manufacturer. 

We have ·dane no 1110re tor Colt than wo would do 
tor anybody alae • . · 

And it the Navy signa that contract •• •• 

Mr . Hanes says he ia taking responsibility that 
they won •t sign it on t h e basis of this. 

I am taking their word for 1t that they won't 
aign it. I called them up and asked them not 
t o eign it, because the Bureau bo:rs were afreid •••• 

!bat is why we were anxious that this letter go 
on. 

Does the letter go particularly to C<lnsol1datedT 

•o, to the Secretary of tho Navy, 

Jaa t to Consoli da t ed, tha t ia all i t discusses. 

I thought Banea aaid he didn ' t want me to sign it. 

I would like to make a record of it. 

I said I would prefer to hand it to him. 

Kay I read the lettorf 

Yea. 

You could sign it and llr. Hanes could give it to 
him, personally. 

1hat ia all right. Just let me read it. 

I t hink this letter 1a all right. It you want 
to hand it to him, I don't care. 

AI long ae we are going to have thia other meet­
ing, let it go ahead. We will have another meeting 
before Priday and then we 1u:y be able to get hold 
of John.aon and talk to hilll. 

• 
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I think it 1e a good letter and 1n view ot thia 
d iaeuaaion I think for the r ecord it ought to 
go. You (Helvering) and Hanes have go t to go 
uP and defend this . You _,. be glad to have thie 
letter. 

29 

The extena1on wbich the:r have gotten ott the 
previous baaie ia well i llustrated b:y this letter. 

I have s i gned it. How does it go out? 

I will t;ive it to llrs. Kl.otz . 

The lla VJ dra f ted a oontraet wi th Consolidated wi th 
an expreaa provision that 1n addi tion to the pur­
chase price ot the planea they will pay Consolidated 
their state and municipal taxes i n California. 

C&l1fom1a 1a a fUnny atata. You know , they have 
got an inventory .situation out there where they 
tax :you on the inventory on the floor , me or two 
or three percent. It ie a whale of a tax the:y 
put on the manuraeturer out there. 

'!hey had better move to llorth Carolina. 

That i s what I was euggosting. 

Regraded Unclassified



-
. .I 

NOV 2 9 1931 

., letMr ~ ..,,1111111 u, ~-. .... ... '" .. 
0 ·--., II;! aa1 .... • ......... u .... .......,.. .._ 
.. , . .... - Dl ... , eau.-,._s.a, _.. • ...... , .. , •a.. ~ a •• a 
- &ate • oleo'-1 "* 1 t .. leuw '" -. _..... ~ • au,. 
-'1'- ,.,. ..cuu-1 r.ou&u .. , 1a •• - taot u ~• 
M •• --tfltl "''""' -.......... ,. .. ,.,..,. ' I 1 •• , ... tao 
l!atT ,.,__"'· n.der ' "'" or ""'oM1r lt, l t&,, _,. ,.. ,_ 

- '" tM OnM.UufiOC o ..... n OV;•,.tl.oa a olMU. "'*' 1 ' 

pnpal'ed 1ll \he ru. •-•.,. r.r •...S.I• . a ~ or -
oleo1ot 1141'1 t, • 1 • laft,...., - l,_l'llllUF t..-ttt., '" 
tho~~ l'epl~. to akb& IQ'pll .. tun r.r tlt.o •1•'-1 ,....._ 

-• - _,.....,r ••"•'"• ••• - .._u ..... r. .. ..cttta-1 
taailltl•• ......u - '" tl.~.ooo. llll"- - llMt,. "'*'" ' 
u til .......... '" Ul• __..,.., U - -•·H ot ... , tM --· 
..Ute au- to tlo~ort~U.·~·r--

van (1 ) -u or u.. ...-u ..... at t t l - - ""'" or 
.... -· ........... ,...... ...... - ---- ·- -a.-
""., •• _..,..., ftla 1.11'1 • .... ... ,_ ..... u- "' 
... 8oft U..t " - ... ._,., "' ................ 1' - - ....... .... 

..... la.~ - - "'"' _., '' ... . 

..... .... at-~ -1' 11, 1 .. , tile _ _..1' ttl• wltll 

U.. b .,.,. ~·a-,.... .... r.r • oleelot 411611?­

-. .-&lti- .,..lftM"' u lo lu •u t11aa •• rue wttll u.. 
-.., ' 1 rt t, _,. *1M ,.. tao &J:>- .-..1 ot o -ltl• ... 
ea· -Sal .... elf hi' ... 1Uoaal tNS.UU•. - •u­
tlW 11ltll .. _.,..,. ~ oa o.toMr 11, 1-, - - -
Utl .... - tao --•r MUc aU o4 t o .. ...,. ott -loa? 
... , or !llrhralac u.. __ , U -!/1 ,..._, or tlloo oowt ot -

e.ewu.. <•"-- ..... a.a •• "l· - __ ., 1a- ._. 

'"__. 11, .. ,-. o. Oot Us a, lat, -. -•·~-."' 
~ .. --~...,liN--'"·_,. a ;at '• 
tlonp t \loo ooMt.tt- \o a ...,._,tt ot" ,_,_ (- '"__. 

tJ,,IOO,OOO) , wttll - -lao -· tao llnr ..,__, ._. ,utlal 

__ .. -\Ill¥ hi' ..... •J.ft7 poJ'OI6t t•l •• · - 9--·1-
:0it=:~;..':: :-~-.:::o·,::.~:'- -·::-
flit ...... ....-., . ,.,. ............ . 

--~ 

20 

Regraded Unclassified



-·-
..... ., .. _ ................ 1 ........... _. ............. _ ... .. 

p' ,, .... 1 1 ........... s-l.... ... 1 ... ., as,, .... ,.,..,. ..,,, .. ., .. ,.,, ·-
._. ,_ M$ a IS -.. .. ...,. llllaU,., • erect 
et1 .. ._. eJ1 .. eMS~ tltZUltarr _. .,., M ll .._ 
.,. ........ llllaU • 51111 • .. ...,. n a 1 t rc .. aurum 
... a.' "cMM eJI .. rMS.a-1 fMU&Ues P'$1011So -srztiDset_.._.._.,.._. .. ..,sa 1 '-'" 
.... ,....,. 2 a ea._. .._. ... ., .. .. ........ ,..,.. .... 2- ., ... 
' - 1 -- ..... , ., ... 1 .... a .. ---
......... JQ ltr .. l I lriiZ•w liW1 Ur .... . 
... .. ..... s.aJ.IIwUitarr. ll .. '-"Ill .......... .. 
10 1PJ2rrzl .. ft I .. _ .. _.,_... •" ................. - .......... -::::s; 2 2 12- zra.ar ,. .. PIS 1 eJI _..,... rftDrl " sa ' r tr 
.. MIN I eJI tltDUl .... N .. -·--· ,_ .. rr wUI .,.. .. .._.,, ., ... ., .. , .. ,,,y ~~-• 

....... 1 .... ' -
peftP .......... - ., ..... .-r ........... drrllc ..,_. 
acrt rea a ,.,. ., .. _, • .,.. 

(8icDecl l a ~u.Jr. 

I seul .r .. ft »• 
.. s sea, - .... ., .. ...,., 

•• ,. 2 ..... 

\ 

31 

• 

Regraded Unclassified



c 
0 

p 
J 

Yeaorancha to Mr. Baneat 

.U. a c:)l'l.ferenee OD. ••rtday, No• e11bftr 2.4, you requeat.d a ae•or&Od~ 
indicating t he extent t~ wblch closing acreementa •icht be ueed to ex­
pedite the erocU oo of additi onal plant• to further our o•n noti ooal 
defeoao pro£r&• and to uko additional oQui~ent available for foreign 
gove~enta. Jou. also aakod W! to uke auggeatl Jns t or s re·vi eed 
procedure or Jolnt action by the Treuury, ' ar and N .. 7 l)eport.enta. 

U a result or cont• rencea whlc~ kr. Lauehl1a Currie, Adal.n1atrat.1•e 
Aasi atan t t.o t~ Prealdent, a t. nded as an obse rver and in '5Jhich C. L. 
Xede•, J ohn burrus , H. T. l ei"ing, C. 4. Aopel and JobD L. Sulli•ao 
parti cipat.&d , "'e wish t.J rnport ae follow• • 

Cloalng agre~zent.e reln t.lng to allowa.ncrs f :>r depMC1 .t.ion and 
obeoloaconco ~ be executed with contractors inotolUnt additional 
fa cUi t.iea neceaaa.Z')" to u.a'.l!ac t.uro a ruaent. equipaont f or the Un1 t.ed 
St.atea Ar:t.7 and l.a'f')' and fo r forolgn S3ve m.aenta. Such qree~nta 
auat bo predicated on 1n!"orll4tion ! • robbed b7 t ho cont ractor and 
oubj eo t t > revisi on only if ao tu•l c>nditiuno diaclooo furthor useful­
nes s or tbe facilities beyond tbeir peri od or useful l i f o •• rcpresontod 
by t he c ontrac tor in hie reques t for tho cloalng agreo:aont, or in tbe 
event or a ohanco 1D tho applicable law. 

lo bali on the problea involved i11 tbe Preoldent' 1 .. aorand~a to 
you, •w work out a policy .>r depreclat.iun allo•a.nce by •h1ch almoraal 
l avea~cot 1D plant expaat1oo •••••••••• • i ll be a beorbod ~ver t ho l i f e 
of thB contracts o r durin& t ho eaergency peri od", u;y be 110 re effect! vo­
l y approached by ~viood ro£ulationo relating to obooloooonoo t han by 
&Ay a t teapt t;,o extend t.he func tl:ms :J t a closing agre,.: ent., ! ... or under 
the "preeont et&te or the law tbe Int c rn.al. ~'&venue Barf!nu cann.o t ei•e 
tp a tlxJ*1•r i n a clooi"ll aareo=-ent &D7 ri3ht o r prirlloco he would 
DJ)t eajo7 e-.eqtuallY ae a u tter ot l a•. 

Ho•e•~· r, -- & 8 prevlou.l y in t he OAII of bt-werlea And d i atiller­
lee clo1od aa e result or the E!ght eeDth Aaendment, -- wo a re here 
confronted with t he proble• of allo•ins a aubot.antia i deduc ti~n for 
p~oioal auoc.a a till in good CJDdi U oa but ot little o r no uooful 

l 
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Tal,.. atter tbo pre .. a t -l'I•D07 bu t.enoinat.d, t b1e lo11 o t uaorul 
Tal,.. cauaed b.r t bl eudden &Dd abnapt cu11Uoa or d- nd tor tbl 
perUcn&lar prod100t. l o pre•.., tha t aJQ' of tbo10 aAidi U oDOl tacill thl 
MJ be wortblo11 • boo world pMU 11 roe torod &Dd t bat aloooet all ot 
t boa aa)' bo of 1ro1 t lJ roduced ' 1 T&lUo. llo do Dot lmow &J>d 0Dl7 
tiM e&D tell when &Del to what ext.ent tboir uaotul Tal\11 w1ll ba 

dtltroJ ed . t'le rcco...,nd coneidoretion of • l"•Th l on of the appl1cabl o 
roculaUoD8 to th• &J>d that for pUrpoOOI of l"''t llTDI llndu both the 
Vinaon-Tl'llllloll Act and t ho lncoao tal< ln tboso &bnoraal 1nnetact.e 
U7 be aore ~111 tabl7 &aortlsed. I bi le tbio auuoaU oD M J contl1ot 
dt.h ono ot t ho roco.cDIIa t1 one or tbo 117• eo..ittao it eo<'ae to be 
tbe ~~ appro&ob towerd I aolllUon of the probl .. that 11 t oeei blo 
a t t hlo U ao in tbo abaenoo or apocHl c lopolot!Yo onactaont, 

Cloeing agrooaente wore flrat ueed llDder tho Vineon-rra .. ell Act 
to f11rnioh oertlln aoourancoa to oontroctore and tb\11 induce tho• to 
oxtend tbolr taoilltloo t u expedite our roa .... ent procr&a. It wae 
ccnteaploted tbot attor eocu> Ins a oloalac qrooaoot tbe oontraotor 
would be 1n a bot tar pool tlon to bid upo.n &nJ end l a1'7 contracte. 
Attoapt 1>11 boon M do to roToreo th11 prooe<!'iml by a bid condi tl<>oed 
llpoD our neouUng a cloelac aaro .. ont ' ' '•1 taru .. t forth in 
tbo bid, Sucb a procedure z>Ot cD17 defaaw \bo purpoH or1&1D&ll7 
int.eaded to be aoooapllobed but, in oo...W. .... . aisht put tbo 
ao•e.-e11t a t a dlet!Dot diaaAivantoa a . ~il¥ •• rooo-•ad 
t bl t t he oooporo tlon of the In and N&TJ ~taeota be aollcl ted 
in llD effort to prohibit bide condlt1Qnod upoa the exeoutloo or a 
oloelac aa...-ot, and tblt •• be euthori- to adopt tho poliCJ ot 
refualac to oXMIIto a clooi~~g aareoaont rolat!Dc to a lar or 1&1'7 
Dopertaont CDDtraot attor that contraot hal boon oxoouted . lo turtbor 
rec.......S tb&t it be Mpblliaed to the lar and lavy Dopertaontl t hat 
tblir oortiti oatlone u to the Doooul tJ ot opoclai toclll Uoo &Dd to 
tbl partial or to\&1 uaol ooeDotl ot o&id .tM1lJ. Uoo ott.c>r coaploUon 
or the ooDtroot &rw ladloponH ble otepe iD \bo procedure or negotiotlns 
OIIOh a clolinl a(reo .. ll\ , 

(Signed) Jobll L, SlllliY&D 
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November 29, 1939 

Present: 

!.lr. Purvis 
Col. Greenley 
l!ajor Davis 
!Jr. Chalkley 
~!r . Pinsent 
Capt . Collins 
!Jr. Cochra n 
~. Butterworth 
!.!rs . ll:lot:. 

3 p . a:. 

Hll,Jr: I am overwhelmed! 

Mr. Chalkley: We are rather numerous. 

Hll,ir: You ( Col. Greenley) usually shepherd 
t hese p . in. 

Col. Greenley: The first thing I would like 
t o have !Jr. PUrvis a nd Ur . Pinsent t o have a word on 
t he arrangements we have oade with the Federal Reserve 
Bank, because ur. Purvis ru.e had opportunit:r t o see 
Gover nor Harrison and I t hink t~At si tuation i s very 
satisfactory now. 

l'.r . Purvis: I think we have cleared that up. 

Rll,Jr: I have not heard what happened. 

!Jr. Purvis: What hanoened, t here was te l ephone 
communication with the Bank. of England yesterday, and 
subject to approval or certain individuals' signatures, 
the Bank or England '11'111 open an account with the Fed­
eral Reserve Bank UPon which members or the Bri tiah 
Purchasing Comoiaai on and Central Board or t he Purohaa-
1ng Collll:l1s81on can check. It will be a Federal Reserve 
Bank account '11'1th the Bnnk of England. GOTemor Rarri­
aon made rather a specific point or the deoirability 
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trom the Federal Reserve Bank ' s view to have t he 
Banlt ot England aocount on the booksand it will be 
the Bank or England aooount on the books. Final 
oertifioation or the ohecks has not dome through, 
but it went wery well yesterday .. afternoon, and ex­
cept for t hat final approval we are in t he olear. 

So I think we are entirely clear now on that 
and we are rather relieved because there are some 
ehi pments that have got to be mad~ , so that with the 
new title difficulties it is very i mportant we have 
t he aooount settled satisfact orily in eo t ar aa power 
trom the other end is concerned, There will be some 
d1 t t ioult1es 1n carrying the goodo to the boats , which 
are phyaical d1tf1cult1es. · I don't th1nlt they will 
be, in any way, insuperable. I think we shall be 
able to tind our way through after short e ttort . 

HU Jr: Will that mean all ot your money for 
t he ouroFAses wi ll be with the Federal Reaerve Bankt 

Col. Greenley: Insofar as are activities are 
concerned. There 1s a small nooount , ot an admi nis­
trative nature , or $10 , 000, in the building, in the 
Chase National Bank because the Bank is in t he build­
ing , Just a drawing account for odds and ends. 

HM.Jr: Jlr, Aldrich has to live , I understand. 

Mr. Purvis: 
very tar on that. 
aaye he oust live. 

I don't t h ink he ' s goir~ to ge t 
I understand he's oor.~plaining; 

I aa awfUlly glad, because we were kind or 
disturbed. You see, last week, as you gentlemen 
know, the arrangement& were made with theoe two gentle­
men that came down that t hey were goi ng to reco~end 
to your Government that they publi sh a l i st or some 
6C>-odd securities as ot las t Sunday , and then 1 t wasn 1 t 
done. Instead or wh1oh, your Government sold us 
850,000,000 gold. It may have been Just a coincident, 
but there are these tremendous trlhaaotions involving 
how muoh over two or three days? 

l(r. Coohran: Over $100, 000 ,000. 
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IGI ,Jr: EXJ)lain to them what happened. 

Yr. Cochran: Those are t he figur eo we have 
had from New York and we aeaumed t hey were probably 
olosing out forward dollars contracts and you people, 
to repleni sh your account here in New York , brought 
down $50, 000,000 f rom Canada the same day we had word 
of t he other arrangement s on securities . 

IGI Jr: If you don ' t mind my saying - - i f I say 
it, it i'i'"fr; a friendly attitude .... , 

l.lr . Purvie: Yeo. 

KU Jr: ,,,, it ' s transactions like that --I 
know that ' you (Pinsent) did not know about i t, and if 
the Bri tish Ecbassy is not informed and i t is a trans­
action involvi ng a hundred mi lli on dollars and it is 
Juat at the time that representa tives of your Govern­
ment are recommending t hey start selling securities, 
c.nd I am in the position, well , ne far as we know, ·and 
then t hey don ' t do it and then they suddenly sell us 
$50fOOO , OOO gol d , and i f the Embassy is not advi sed, 
if wanted to take an unfriendly a ttitude it would 
be very easy it give i t t hat kind of inter pre t ation. 

Col. Greenley: Right. Right . 

HU,Jr: And I don ' t think i t 1R unreasonable, 
.men it is as l arge aa that, that aomebedY in t he 
!:nbaaay know about 1t so we can know about it and get 
aome k ind of an explanation. 

Yr. Pinaent: We had no knowledge ot i t. 

RU Jr: It' s really a large transaction and t he 
t hing coming like that, a nd I oan aay in the room it's 
aort of ridi culous t hat we haTe t o tell t he Financial 
Attache of the British Government about it and t hen, a a 
I ac.y, your people , l!r. Wi~m, being turned down by his 
Government and then getting $50 , 000, 000 on t op of it, 
the whole thing coul d be gi ven a sort of unfriendly 
interpretation, which I don't want to do. 

Col. Gree91ey: Quite! Quite! • 
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IDI Jr: ~ know you a r e at war and are gettlng 
coordin~ and have to have tice, and I have every 
desire to be patient and cooperative , but it I could 
Just t hrow out t or them t o sort or tie those t hi ngs 
in, say a day or two in advance, it would be helpful 
because I might have been out on a limb with rq Presi­
dent and said 0Th1e 1e what ·!s going to happen Satur-
MY Md Sunday, "ebd t hen I have t o run around there 
Hon<t<ly and say "I am norry, Sir. I was wrong . In­
stead of selling securiti es , we bought eso,ooo,ooo worth 
ot gold." 

Col. Greenley: Yes. Of course you do understa nd, 
!~. Horgentbau, that i s outside our scope here and that 
we will try to bring aone pressure to bear t o straighten 
that out. 

KU,Jr: I am using this opportunity 

Col. Greenley: I appreciate that. 

HU,Jr: • • • • to give you some of my troubles. 
Somewhere, somehow, I think it could be a little better 
coordinated. I don ' t know to whom I should address my­
aelt. I don ' t want to make a formal s t atement to Sir 
John Simon; don't wan t t o do that. 

l!r. Pinsent: It 1 a the general p:rob'lem of coordina­
tion that is calli ng d1ff1cult1es a t th1a time. 

Hll,Jr: Should I address myself to Sir John Simon? 

Col. Greenley: Not at this stage. I f you will 
allow me to t8ks it up with the Treasury representat ive 
over here, Mr. Osborne, have a talk with h im, and I can 
otraighten it out on that basis. 

IDI,Jr: That makes it lese informal. 

Wr. Purvis: It was he who helped ue yeeterdaY 
telephone acrcaa. 

Col. Greenley: Wee there anything elae on the 
financial anglel 
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lll.I ,Jr : Have you (Cochran ) anythlngT 

l~. Cochran: Not on the Bank angle. 

Hll ,Jr : That ' s all? Butte rwor t h? 

Ur . Butterworth : No, sir. 

Col. Greenlez: The next point , I t hink , i s the 
question of coordination or purchases bet ween the Brit­
ish and t he French Government& and the arraneements 
that arebeing made to bring that about. I had the 
opportuni ty, night before last, or a lone talk wi th Ur. 
Purvis and Ur. Bloch Lain~ and we covered a great deal 
or ground on that and or course t here ia a message throueb 
fro~ t he French Government on t hle question of coordina ­
tion. There is the acce9t ance by Mona. Bloch Laine' ot 
the Vioe Chairman of t he Coordinating Committee or which 
Ur. Purvis will be Chairman and we can see no dlfficul t7 
at all in working that entirely eatinfac t orily and with­
out any d11'f1cul ty or hitch. L!one. Bloch Laine' 1a 
nnturally very keen and anxious t o cooperate and we, I 
need hardly say , a r e equally anxious to cooperate and we 
don't see that t hat will present any difficulties. That 
i s undoubtedly a step forwar d . I think it would be right 
perhaps to say that whereas the French arrangements would 
appear to be a little more tightly knit toget her than burs 
at the ~oment in regard to all purchases, we are endeavor­
i ng to try and straighten that out as r ani dly as we can, 
but our syetem or 9nrchase in Great Britain at t he momeat 
ot certain oomoodities is ra ther dif ferent than that ar­
ranged by the French. That is, we are still deali ng 
wit h cert a in coccodities, notably raw materials and the 
like, throuch the Coaptrollera of those varioua cater1ua 
at home and not directly t hrough the U1aa1on. But pur­
chasing of all catters concerned with armament, either 
air or naval or military, is i n tact coming through or 
will be coming through Ur. Purv18 1 purchasing commission 
in the Uni ted States. 

llll 1J r : You know what 1 a happened. 
whe ther you have been told, but I alwaye 
the bes t pol i cy to be entirely frank. 

Col , Greenley: I entirely agree. 

I don 1 t know 
t hink it 1a 
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HI.! Jr: And this cable came in fl'om Ambassador 
Bullitt~unday to the State Department saying -- do 
you knew this story? 

Mr . Purv1a : No. 

Kll Jr: Well, you had bet ter know it. Sayi ng 

39 

that th~tish Ambassador in ll'aa~ington and the French 
Aobaaeador in ll'aohington would a sk me tor an appoint ment 
to aoo Ur. Purvis, 1t I was go in~ to be 1n my office on 
the 28th. Would I be 1n oy office on t ho 28th? The 
answer was yea, but I did not know that I ~•• so d1tt1oult 
to see and I am sure that Ur. Purvis did not reel that I 
was eo d1 ftioult and I aloost called hi m up to say I ap­
preciated tho cornnliment , but you ombarraeeed me with all 
t hose Ambassadors! As a matt er of faot, I ao delighted 
to see you gentlemen at any time, but since t he embargo 
haa lift ed-- I think I expla ined 1t t o you (Ur. Pinsen t ) -­
that I a sked t he President to release me ct , as I explained 
it, sa t he pinch hitter. And he has . 

J.lr . Pinsent: Yes. 

KU J r : And I am no longer doi ng that tor him a nd 
hope t~won1 t have to, because i t i e very important 
work and I think it will t ake the tull time or whoever he 
designates to do t hat tor him. 

Col. Gr eenley: Quite l 

Fnl Jr: But I did not want to aee1:1 rude and when 
thle ca~ or course the only answer was ot course I 
would be glad to see you , but I don ' t want todaY to be 
sailing under false colore,becauso I am not doi ng that 
any oorf' . 

Col . Greenley: No. We approoi ato that . 

H!.l,Jr: But, so here we are •...• 

t~ . Purvis •••• where do we go !rom here? 

KII ,Jr: Where do we go fl'om berel 
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Col. ~reenley: We muet go some place. 

~,Jr: Wel l , ot couree, I can't euggeet to you. 
I don ' t w. But I suppose with your contacts, I sup-
pose i s through your Ambassador with the State Department. 

Ur. Pinqent: That's right. 

Col. ~reenley: I preauoe eo. 

HW~Jr: But I have Just discontinued that activ-ity tor preeent. 

Col. Greenley: Well we, ot course, in the mean­
time shall continue to ge t this coordination together in 
picking up various t9reads and building an ent ity which 
will work aCIOothly and without cross-purpoaee betwee.n 
the French and British and i n closest harmony with your 
Departments here. That will not be dittioul t to achien 
and I think it is quite clear that we shall get l!ons. 
Bloch Laine ' a keen cooperation i n that reepeot . 

Ur , Chalkley: I am aure o! it. 

Ool . ~reenley: But that i s, in a een1e, only 
ot aoadeilc Interest to you. 

HU ,J~ I am intere1ted i n ey official capacity 
in seei g t you did do yesterday. 

Col , ~eenley: Quite1 

HU Jr: And I am still interested in worki ng with ~. l'ig~nd llr. Oit!ord when they o.re ready to see me. 
I was a little disappointed that t hey did not go ahead 
last Sunday, ae we spent quite a lot ot time with them 
and we cut all the red t ape with them and got done tor 
t hem 1n two daya what norm1l:r would teke weeke. 

Ool. Greenlez: Yea. 
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Mr. P1naent: I waa on the phone with lfr, Wigham 
this morning. He hae not ;ret heard; he' a hoping all 
the time to hear and the poao1bil1t;r ot goi ng ahead t hia next 
week- end ia by no means oloaed out. 
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Hl.! Jr: I would 11ke to go on recor d with you 
that I ~llr. lligham and !Jr. Gifford that t hey had 
oy word as to publicati on or figures or aalea . Now 
I tAve got to hedr,e on that and they had better come 
down here again because the SEC has eort, I ao afrai d , 
hao changed their position nnd they gave ou t a state­
ment t his afternoon on lt, so I ca n' t mnke that gunr­
entee unless they see !!r. Prank again. 

~!r . Pinsent : I see , Ur . Secretary. 

HM,Jr : Because I am afr a i d he has changed his 
poeltlon. At least in order t o keep my word , I want 
them to see ~~m aga i n to make sure, because I can't, I 
n:1 only part of t he picture and, theref ore, I am, so to 
speak , putti ng you on notice that before t hey do anything 
t hey had better oooe down here and see Dr. Frank and cake 
sure Just what SEC' a position i s on releas i ng t tAt infor­
mation. I have not changed my position et a ll, but I am 
e fraid he has . 

llr. Pinsent: I will let l!r . Wigham know that . 
He told me that he was not a t present pl anning to come 
down t his week, but in vi ew of that • • ••. 

ftu Jr: I f his Government i s goinr, to i nstruct 
hl o tha~y will publish on Sunday, I think you had 
better make sure he comes donn , on publicity. I am 
sorry to say that, but I have given my word • 

l!r . Pinsent: I unders t and that . Of course, in 
actual fact , even if they publish next Sunday the actual 
pr ocess of selling would not commence until .• .• 

HM Jr: BUt you remember , all day they discussed 
th is thing and sort of float ed back and forth and when 
they left I think they were satisfied, a nd I wee, no 
publi city except what came out i n the Treaeury Bulletin, 
which has a three months' lag. So if they are coming, 
l et me know so I can get Walter Stewart down here 1n t1oe. 

Yr. P1naent : I will get hie on the t elephone. 

IQI ,Jr: wr. Purv1ee, I want to e n ure you you are 
still - - you still have .::~ - - bow shall. I say it, anything 

.. 

Regraded Unclassified



0 

-9-

that comes strictly -- any Treasury matters of course 
I am going to do everything we cnn to help. 

Mr . Chalkler we t hink this is a proper explan­
ation why lions. Da adler was anxious to have l!r. Purvis 
come t o you. He prooeede in t h h telegram to express 
his thanks for assistance rendered to France by your 
Procurement Division -- a nd t hat is a Trea sury Division 
and t he message asks t hat t hat aee1et&nce shall be eitended 
to t he Joi nt organ1~at1on we have now set up. That is 
a Treasury Division, isn ' t it? 

HU Jr: Yes . And Capt. Colli ns , here, is Director 
but I canl t do that because I have no such direction from 
the Pre aident. 

Col. Greenley: No. 

HU Jr: You see? We have not been directed by 
t he Prs~t to extend that same cooperat i on to you 
gentlemen, 

Col. Greenley: No. Quite! 

HU.Jr: 'fe have no such instructions . 

lolr. Chal.kl.ez: Do you suggest, llr. Secretary, that 
we ahou1a take steps through other channels to secure a 
continuance of that cooperation? 

HI.I , .Jr: The onl.y 
any other word than the 
for Lord Lothian t o see 
understanding with hla. 
done. 

suggestion-- and I don ' t know 
word suggestion -- as I say, ia 
the President and oooe to soce 

I don ' t aee how else it can be 

Ool. Greenle~ That we will bear well in mind, 
Ur. Secretary. 10 ally, of course, the principle, ae 
far as we are concerned, collaboration will be between 
the two services, between the Army and Navy, because that 
will represent the principal buying that Mr. Purvis will 
do, broadly apeakin~. But I am sure we could act on 
the suggestions t he Secretary has gi .. n us in the other 
d11eot1on. 
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Ur. Chalkley: 
I think their natural 
State. 

-lo-

We must aak the two Ambassadors . 
channel i s the Secretary or 

Col. Greenler: When we get lnto very high 
politlc8, I get lost because I a~ only a n industrialist , 
but I am sure lt can be done . 

HU ,Jr: Oh, yesl 

Col. Greenlev: Then we are caki ng arrangecents 
with the French Departcents r or definite stateoents or 
what ls going on; what i s paaalng; let us know what 
is pl nced and ruture demands and possi ble future demands 
and that will be put in operation wlthin the next week 
or ten days . 

Hlei .Jr: Fine! 
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Col. Greenler: That takes a l ittle tloe to eo -
ordinate and we are not tully prepared except on the sub­
~eot or armament. There we could deal wlth that , and ohall 
deal with it , next week wi thout any l et or hindrance. It 
will come through the Central Coordinating Board and will 
r eally come dir ect. 

J.lr . Chalkler: Uny I aak it Lions. Deladler has oom­
cunloated wl th the President? 

r ·Jr: 
!.!r. Hul 

I don ' t know. Uy communication was !rom 

!Jr. Chalkler: We did not appreciate that . 

¥¥
1
Jr: I have had nothing rroa the President. 

l!r. Rul 8 !!lea communicated wlth me. 

1~ . Chalkler: I am rather ln the dark as to how 
these things happen 80 quickly over the week- end. Part 
or the reason tor hurry ls because they t hought in Paris 
that l.lr. Purvis would be here Monday, but really they were 
to be ln New York Wonday. 

Mr . Purvis: It wae unknown to me. We did not 
anticipate hiving t he two Ambassadors on your doors tep. 
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Col. Greenley: Kay we tell Llr . lolorgenthau how 
you got your lntormat1ont 
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l.lr. Purv1s: I think 1 t w1ll lll!Nee you -- 1117 t1ret 
1ntormat1on nbout the appoi ntment . 4t l l o' cloCk Thurs­
dAY night - - I have got a portable radio in my room, turned 
i t on, listened to the news and heard 14rt hur Purvis baa 
been nppointed Chairman, 1 and I p1olr.ed up t he Timee and 
round 1t true. So it has been a little bit • ••• 

RU,Jr: These are all ditt1oult times and I gues s 
it ia just ae well you get 7our not1oe by radio. 

Col. Greenley: We have no other points, Ur, Sec ­
retary. 

Hll ,J r: Thank you so much. 

Col. Greenley: Thank you oo much tor seeing ua. 

ooo- oOo 

• 

.. 
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• TREASURY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

OATil 

TO Secreta.,. llorsentbau 

,,0 ,. llr . Folq 

Re: Status of loans br the Hew York agency of the 

Bank of llontreal under the Johnson Act &nd 

scs\ton ?(tl of t he NeutrAlity Act ot 19J9. 

45 

(l) lb¥ the New York agency of tho Bank of llontroal· legall¥ advance dollera 

to lobe ~ritish GOY.,.,_nt collaterali&ed br '-ri can socuritiea owned br the 

British Covern.ent or Britioh nationala? 

(2) lb¥ the !lew York esency of tho Bonk of llontraal re-ll)•po thecata the 

pledi;ed eecurit i ea ritb &n A.:aorican lank and t her etu obtain dollars? 

For tbe rouons indicoted below, it 11 believed tbat the Johnson Act and 

><etion 7(a) of the !loutralii;T Act prohibit both transactions . 

1'hore i s nothins in eithor statute or in tho l egislative hiatory to warrant 

the conclusi on that t he prob11>1t1on on loans and wtten:Jiona of credits was not 

Intended to appl,)o to loens collateralized by securities bartng a ..,.kat value in 

oxcese or o loM or credit . Furtheraore, in l>enking and comercial practices it 

Ia not WIUBual for loe11s or extenoiono of credit to be thus collateralized, and 

"he;)' are nevertheless considet'ed in the banking and c.-%'01&1 comunii;T to ha 

~loans• or "extensions of credit• . 

The New York l>r&neh of the Bank of llont.real 1o a person within the~ni 

States •!thin the .,.ning of t he two statutes . The tank carrioa on a 

buoinoso in Now York. In order to corry on such business it hns had to au 

l taelf to a cons iderable extent to the laws of New York (••• e.g. sections 180-

181. , 200-205, incl.uoi're, Book 4 , llcltinn<o7'• Consolidated L&•a or liew York, Anno­

tated) . It i e , in a 1asel. aonse •present• in !lew rork and honea a •person• in 

llt.w York. Sooiotv Milian AthoM v . NotioMJ. Bonk of Qrtoce, {19) 7} 2 N.Y. Supp. 

(2d) 155, &ff 1d per cur . (App. DiY.) 3 H.I . Supp. (2d) 677. 

It appears clear tro• the t wo atatutes that •hen Congress used tho phrase 

•arv person• , it intended at l eaat to cover tr&naactions in tho United Statea by 

all indlvlduala, corporations , etc., which ll4bt ha aa1d to ha •pre88nt in• t he 

United Stat oe . Section 2 of tho J ohnson Act defines •person• to incl.uda indirt­

dusl.s, partnerships, corporations, or assooiationa other than public corporatioo.o . 

SocUon 16 of tba lleutralii;T Act proy1.clea tbot t ho tena • parson• incl.udaa a 

oe.rtnerahip, co.pa..zv, uaociation, or corporation, as well aa a na.tural. peraoo. 

Halthor Act in &IV' _. indicat .. that the phrase •person• &a uaed in tho provisions 

indicated was intended to u clude citizens of otllor countries or corporations 

oraaniaed under the la•• or other CO\IIItrlea. On tho contra.,.. an ..... , .. tion or 

the lleutralil;)> Act indicate• that when thor• wu an intention to 11ait the appli­

cation ot t ho Act to Aaori can citiaans or corpor ations, such intenti on waa 
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expreul,y 1noUcated. Thua, f or ex•sple , sectiona) am 5 ot the Act prohibit 

certain action• lv citi&eruo . T"" teno 1 cit1un• 1e deti.Md 1n section 16 or 

the !leutrelity Act to include "AlT iadividual owing e.llegience to the United 

States , a part nership, collpal'l)', or aesociation c011posad in .. hole or 1n part 

o! c1tbens of t he United States , and &1'1)' corporation organioed and exiating 

tmdor the len or t he United S tetes.• 

In vie• of the for egoing , i t would see:. clear tbat t he Hew York agency 

of the Bank of llontreal is a person present in t he United States for t he 

purposes of tho two statutes . 

FUrt~r1110re , oven if thAt New York brahch or the llanlc of llontroa.l waa :>at 

a pc:raon present 1n the United Statoa, the tranaoction "ould be prohibited 

since at least the Johnson Act and probebl,y elso the licutralit;y Act would 

prohibit a ey l oans n:ade 1n the Unitad States regardless of where t he porsoM 

were present a~ tbe tic!e the loans were made . In tllis coMection it 1e to 

be noted that t he Johnson Act oakes it unlawful •within the Unitad States or 

aey place subJect to the Jurisdiction' thereof ! or A1T person to - loans , ate. 

I am of t he view that neither statute prohibits loana b.r foreign branches 

of American uanks llll!.de with funds depodited ahroud in such branches or pre­

vious~ allocated to the branches ~ tho parent bonks, oi nco such l oons do not 

involva the rit!>Cirawal of funds froll the American lOOney mrltets . If th1e is 

t~e correct vt~w, there is obviousl,y no 1ncor.D1steney between the position taken 

•!th respect to foreign branches of ~rican tanks and tho New York hrench of 

t~o ll~nk of ~!ontroe.l. Evon if the Attorney General were to hold tho.t the 

foreign unincorporated branches of American banks were persons within the 

Unitad States within t ho meaDing of tha t1<o statutes and that therefore th"7 

a.'"O prohibitad !'roa l:ll1.kiDc acy- 1oena to a bellicerent, thoro would be no 

inconaiatency bohae.n such vi ew and tha position here taken with re•pect to t ho 

Ne~ York br anch or the Bank of ~ntroal for two reasons: (1) The stat utes 

prohibit loans =ode in t ho United States r egardless of where the per•onu are 

locatad, a-'ld (2) corporations may be present at 100re than one plece . The ""'ro 

tact that t he foreign branch o!' an American bank is a oeraon within tho United 

States does not oxclu!e i t • roo being a person within franco within tha meanirc 

or the French le..-. It is oquell,y tr1>o that the f act that tbe New York branch 

or the Bank of Montreal mey be a person within Canada f or tha purpose of certain 

Canadian la .. a dooa not exclude i t fro• being a po.rson within t he United S tates 

for certain Al:lerican lewo and, as prninualy indicated , it 1a a person within 

the State of New York for the purpoao of control ~ tha New Yor k bonlci,. author­

itioa and for the purpose of being sued 1n lie• Yor k . 

If the transaction oontellj)leted in question (1) is illegal, there is 

probabl¥ no need or considering the l e&alit7 of tbo tranaoetion envisaged 1n 

c;uootion (2). Howevu, it- be noted that t ho otetu~not onl3 prohibit. 

loan. to a belligerent but to persona actine tor or on bebalt of a belligerent, 

end for ~n American bank to lend dollar• to a f oreign bonk Cor tAe purpose of 

enablinc that foreign bank to lend ..,... to a boUigarent would seeR to be 

!larrant evuion of tha trl>o intent of the otatuto. 

f.u .j-1 • 
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I told Dutt1eld toda)' that I make the euggeet1on 
that whenever we aake a oloa1ng agreement w1th a oonoern, 
we make 1t oublla. Dutt1eld ea1d the General Counsel ' • 
Ottloe alwara had had doubte about whether we were per­
mitted to aay muoh about oloa1ng agreement• on the baa1a 
that there might be the eame proh1b1t1on aa on 1noome tax 
data. I told Duttleld we oould do 1t w1th the perm1ea1on 
ot the ooapan7 and that the only one to date lethe Colt 1 e 
F'1reArme C011pan)'. Dutt1eld agreed wlth me and I ea1d I 
would l ike to do lt soon. 

• 

.. , 
' 

• 
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DATa Jlonllber 29, 19)9 

SUbJect: O\Irren11 DeTelOpllltiRta in the BiBb-Grade aeouri tiee 
Market a 

(1) 

(2) 

(3) 

(4) 

GoTarnaent aaour1t1ea gained laat week and on Ilion~ aDd 
TUea~ or 11hia week (Chart I) . lllediua-tel'll bonds ban 
been at~r tban aborto:ta~ bonda, but not as etrong aa 
long-te~ i•auea (Chart II) • !be new 2 p41rcent Treaaur)' 
bon4 ope•& atrong, and ia now out ot line on the upaide 
aa oo..,.,..,_ wi~ Treasury bonda with a two-year oal.l p e­
riod (nlii). 'fhe Pederal re .. rn banka now hold 
only t lone more GoTarnaent aeouritiee than laet 
Jl.lne bet- ~e t1rat aeriea ot 'l'reaaury billa waa al­
lowed to ... ott (Chart IV). 'l'be net re4uotion in the 
holdinga .r Treasury billa by the raderal reeerve banka 
e1noe DeM ... r 19)7 pow 110re than otteete the decrea .. 
e1noe that time ot t497 aillione in the &~~ount ot billa 
outetandiac (Chart V), 

MUnicipal .. ouritiee a dTanced laet week tor t he eighth 
oonaecutiTa week, etteoting an alaoat complete reooTery 
to pre-war lnele (Ohart VI) . Higb-gNde corporate 
eecurUlea ude only ••11 gaina (Chart I). 

New oorpORte and amioipal. iaauea oontinued Pall last 
week, aDd ,..re reported to baTe been Tery well rece1Ted. 
An unueually Large corporate t1nanoing wae undertaken 
TUea4&7 ot 11hia week, when bonda and debenture& ot the 
Publio larl'ioe Co~ ot Colorado, totaling t 52.5 a11-
11ona, ware ottared b7 an underwriting ayn41oate, Bo~ 
iaauea ware T&ry well reoeiT&d, 

'l'ha Br1 Uah Obanoellor ot the J:xobequer laet week an­
nounced the iaauanoa ot two new aacuritiea to tinanoe the 
war, a new au•lae ~ nat1ollal eaTinp oert1tioatee, and 
an iaaua ot detenae bonda, 'l'he oer•itioatea will be die­
count iaeuaa aooruing interaat at the rate ot ).1 percent 
it held to aaturity (10 yeare ) . 'l'he detenae bonda wil l 
bear i nteraet at J Ml'Cient per annua and will be redeeaed 
at a prald.ll& ot 1 peroant ot the principal aaount 1t bal d 
until •turi ty (7 yeare) . The yield on thU 'llaaia would 
be ),1 pel'CI8nt, The Mouri ty aarktta in both Loadon aD4 
Paria Mlowed nry little C1ibaJ18e laet week and during the 
tiret t.o ~· ot ~. week, 
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I, Unl.ted Statea 8eourit1ea 

GoTtrnaent aeour1tiaa ooni1nutd to ehow atrengtb laat 
week, and gained oonaidtrabl7 on Xond&T and !Utada7 ot tbia 
week, !be aTtrage 7itld of lo~tera ~eaeur7 boada deolined 
, 03 peroent during the week ended laat 8aturda7, to oloae at 
2, 4o peroent. On !Utada7, Konllber 2!1, the l ong-teN aTtrage 
stood at 2,35 peroeat, the l oweat aTtrage 7itl d einoe Auguat 31 
(Chart I ) . 

Both H diua-tera and l onc-tera bODda gained laat week, 
llediua-tera bonda gaitltd 11 .. re1atiTI to nor-.! ezpeotaUon 
than did long-tera bonda, but did ta1r17 well oonaidlr1ng t he 
taot that the tliW i .. u• wae n peoted b7 the aarket to han a 
me41ua aatur1t7. 

On Xonda7, )foTellber 27, all •tur1t118 gained, aedlua­
tera bond a again doing l e .. well than l ong bonde, On !Utada7, 
!loTeaber 2!1 , howtTer, the gaina in ae41ua aatur1t1ea were about 
the eame aa thoaa ot long bonda, eo that on a relatiTe baeia, 
me41ua bon4e did aoaewhat better, 

!be r elat1Tt aonaent ot 41t'terent u.turitlea ot ~eaaurJ 
seour1t1ea during t he paat lllne 4&7• ie ehown in t he following 
t able: 

ATerage prioe change 
leek ' • • 

(I n tb1rt7- 81oondtl 

Note a 
----r::J 71al'l .................... • 3 • 1 • 1 • ' J-5 1•ar• ••••••• 0 0 ••• 0 • 0 •••• • 2 0 • 2 + 

Bonde 
--un!er !I 71are to oal.l ....... - 1 • 1 • 6 + 6 

11-12 1•ar• to oall • • • • • • 0 ••• + ... • ~ +1~ +211-
12 7eare and OTtr to oal.l . . . +13 • +1 •311 

It eboal.d ba obaernd that the 11"0UP1Dg ot ~anr7 bODde 
1e 41ttereat Uaan in e1a1lal' iabl18 whloh baTt been preeented 
ln the paet. !'he ab&np llaa been aa4l in order to tacna• attea­
Uoa oa the Motor ot tha aarket in whloh the ... ian• waa es­
peotad to tall, 

• 

• 
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Ohart II ~owe the daJ b;r daJ aYel'll8e pr1oe obangee or 
Treaeur:r aeouritiee bJ theee special .. tur1t:r olaaeea, ou.ula­
t1ve rrom Noveaber 1~, approxiaately the tiae when aarket 
apeoul at1on oonoarn1ng the taraa ot the new iaeue began to o~n­
ter on a medium-term bond, It will be noted that November 2~, 
t he daY atter Thankag1v1ng, was the only day on which medium­
term securities showed real prioe weakness, a nd that all other 
matu r1 ty ol aeeea were weak on that day alao, although the weak­
nasa centered on the medium terms. 

The new Treasury bond was well received, opening Tuesday 
morn.ing on a when-isaued baaia at 101-12/32 bid (unottioial 
quotation) . The .Price increased regularl:r during the day , and 
oloaed at 101-20/32 bid and 101-24/32 aalt. lfedneaday 110rn1ng, 
it Ju~~ped to a two-point prellll.ue, when ott1oial quotations be­
came available. Aa or 10:30, it waa quoted at 102- 1/32 bid to 
102- 3/32 aalt, On th1a baeia, the new iaeue wae out or line on 
the upside, as compared with Treaeur:r bonds with two-:rear call 
periods , aa may be seen in Chart III. 

The Federal reserve banks permitted another $2~ millions 
ot Treasury bill a to run ott l ast week. Monday, November 20, 
however, was the last day on which they aold any longer-term 
Government aeouritiee, sales or treasury bonde and guaranteed 
1aeuee on that day aggregating $4.1 millions. Total aalee or 
bonds and notes ainoe the tirat net &alee (on November 8) have 
amounted to approXimately $45 millions. 

The Government portfolio or Federal reserve banks 1a now 
only $29 m1llione higher than it was lut June betore the 
t irat serie a or Treasury bllla waa allowed to run ott, Since 
J une 21, the holdings or Trea.ury bill a have been reduced by 
$4oo mllliona, wblle the holdings or notee have been increased 
by $57 m1llione and the holdings or bonde by $372 m1lliona 
(Obart IV) . 

The deoreaae or $40o lll1111ona in the Federal reserve hold­
inge ot 'lreaeur:r bllla ainoe June 21, together with the recent 
1noreaee or $150 millions in the amount ot bUle outstanding 
hae provid.ed a total inoreaee ot $550 m1111one in the arltet 
supply. or tb1e amount, weekly reporting aember banlta have ab­
sorbed OnlJ t291 a1llions, leaVing $259 llll.llions to be absorbed 
by •other• holders. 

Although the atat1et1oa are only available at irregular 
periods, 1t ~pears that the holdinge or euoh •other• holdare 
are currently greater than tbeJ have been tor aoaa two rears, 
notwithstanding tha tact tbat the outetanding eupplJ or treae­
ury bUle ia now oondderablJ lower than it • •• two :raara ago. 
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In Deoeo:bcr 1937, tor example , the holdings of • other• holders 
amounted to $633 millions , as compared with $647 mill ions l ast 
week. Oororoeroial banks likewise now hold more Treasury billa 
than in December 1937, their holdings having increased by two­
thirds in t he last two months. Accordingly, the reduction of 
$lf97 millions since December 1937 in the amount of billa out­
standing bas been more than accounted tor by decreases in the 
Federal reserve holdings (Chart V). 

II. Other Domestic Securities Markets 

CUnioipal securities have continued very s trong, regis­
tering an advance last week for the eighth consecutive week. 
An alcoet complete recovery to pre-w~tr levels baa now been 
effected. As of last SaturdaY the Dow-Jones average of 
munlcinal bond yields, which stood at 2 . 69 percent, bad 
reealned about 93 percent of the ground lost between August 14 
and Sentember 23. This compares with a recovery in the aver­
see of-yields on long-term Treasury bonds of about 66 percent 
of the reaction suffered during the same period. The spread 
between municipals and long-term Treasury bonds baa accordingly 
narrowed, standing at . 29 percent on Saturday, November 25, 
as comnared with .~ percent on September 23! when bond prices 
were approximately at their war crisis lows Chart VI) . 

Hl~l-grade corporate securities advanced slightly l ast 
week. The Treasury average of the yields of high-grade cor­
porate bonds declined !rom 2. 93 percent on Saturday, Novem­
ber 1g, to 2. 91 percent last Saturday. On l!onday and Tuesday 
of this week oorporatee showed little change, closing at 
2. 90 percent on Tuesday (Chart I) . 'ftle spread between the 
yield of long-term Treasury bonds and that of high~grade cor­
:>orates hD.s been increaalng s t eadily in the last ~•o weeks , 
!\8 T1•eaeury bonds continued to gain while oorpora tes showed 
11 ttle change. 

III. New Coroorate and ~~cinal Financing 

Offeri ngs of new securities or over one-year ~turity 
during the week ended November 25 totaled about $29 millions. 
This figure incl uded six corporate i ssues, amounting to 
$12. 5 millions, and twelve municipal issues as~egating $16.5 
llllllone. A bri sk demand in both the corporate and municipal 
fields was reported. 

A J)articularl:r aucceaetul ieaue was a pri vate placement 
ot $5.7 millions of 2-l/2 percent equipment t rust certificates 
or the Bessemer and Lake Erie Railroad, maturing in trom one 
to ten yearo. This issue was sold a t lo4. 7, or at an average 

Regraded Unclassified



SeoretarJ Morgenthau - 5 

Jield ot 1 . 6 peroent, repreaent1ng, according to preaa reporta , 
the loweat Jield through oollJ)et1ti're bidding on aqu1~ent truat 
oertifioatea einoa tbia method ot aal.e vae put into toroe bJ 
the Interetate Oommeroe Comm1aaion in 1926. 

52 

An unueuall:y large offering vaa made on Tueed&J ot this 
week, when bonde and debentures of the Public Ser'r1oe Compan1 of 
Colorado, totaling $52· 5 aillion~vere offered by an underwrit­
ing eyndioate. The bonds oonsiated of $40 ailliona of }-1/2 ' • 
due 1964, prioed at 102 to yield 3. 38 peroenti· while the deben­
ture• ooneieted of $12.5 a11liona of ~ · • due 9~9 priced at 102 
to yield 3. 76 percent. The prooeeda are to be uaed for re­
financing purpoeee. Both issues vera 'rarJ vall reoeived, and 
quicklJ vent to a premiua o'rar the offering price. The vars 
welcome gi'ren theee aecuritiae ia partioul&rlJ intereating since 
the ocapanJ, a Citiee Service eubaid1ar~ ie ne t a t1rst-grade 
riak. 

New financing laet week vae net confined to aecuritJ tlc­
taticno. The Cc111111aroial Invsataent Truet Corporation, tolloV1ng 
a praotioe vhioh appeare to be plaTing an imPortant part in t he 
retunding operations of industry, obtained a term loan of $25 1111-
liona from a group ot Nsv York banka. The loan beara a rate ot 
1-3/~ percent and ie to run for an average ot fi're Jears. The 
prooeede vera to be used tor retunding part of a total ot $33 mU­
liona ot outatanding 3 percent debenturaa due in 19~6 , held by 
six insurance oompaniea. 

A further atrengthen1ng ot the credit ot the State ct 
California tollov1ng the defeat ot the 1 Ham and igga1 plan ie 
evidenced bJ the tact that the State laat week aold $2. 2 a1.l.liona 
ot ahort-tel'll varrante on a yield bade ot appronaatelJ 2.65 per­
cent. Tbie comparee v1th a Jield ot 3 percent on varranta aold 
the daJ after the e.leot1on, and 4 percent 11Dme41atelJ preceding 
the election. 

IV. fortign Markets 

The Brit1ah Chancellor of t he EXchequer last veek an­
nounced ae part of the var t1D&D01DC aeaeuree a nev ieeue of 
national eav1nge oart1f1oataa te replace the tJPa pre'riouelJ 
issued. The ealae of the n8V oart1fioataa are to be proaotsd 
with a nation-vida press and radio o-.pa1gn. 

The puroh&ae price of the new cert1f1oatea ia unchanged 
at 15e. (aboutf3 at currant rates of exchange) but 1ntaraet 
ratee v111 be a 1ghtly higher than on the ol! .. r1ee, The 

• 
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new cert1!1oatea will be redeemable at the end ot five years 
at 17s. 6d, ($).50), and after ten years at 20a. 6d. ($4.10) . 
I t 1a interesting to note that their yield on a ten-year 
basis () . 1 percent) is only slightly higher than the yield · 
on United States savings bonds {2. 9 percent) . .A. yield ot 
) ,1 percent tor ten-year money is about in lino with the 
yi elds on Bri t ish market securities ot comparable maturity. 

There also went on sale on November 21 a new type or 
security known aa defense bonds. These will be i ssued at 
per in units or ~5 ($20) end will bear interest at ) percent 
per annum. I t held until maturity (seven yeare) , however, 
they will be repaYable at a premium or 1 percent or the 
p rincipal a110unt. On this baals, they t oo will yield ) .1 per­
cent. Individual holdings ot these bonds will be l imited to 
1.1,000 ($4, 000) . . . 

The Gonrnment eecurl t y lla$ete ln both London and Perla 
showed very l i t tle change l aa& week and during t he tirat two 
days or this week. Br1t1sh ~2 percent console closed on 
Tueoday at 68-1/8, to yield 3o70 peroent ; while French) per­
cent perpetual rentes closed at 72 , to yleld 4.17 percent • 

• '• 
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3corttary of StatE 1 

\'laahingtm. 

2485, November 2£, 6 p. m. 

Pat TREASURY. 

PUll 

London 

Dated November 29 , 1939 

REo 1d 2:23 p . tl o 

Rtctipta trom saving ctrtitioatra and nc• defense 

bonds arc not ytt refitcted 1n tht Oovcrnm.tnt rcvenU£ 

and r xprnditurt rtturns for NovembEr 25th, but reports 

trom banks and post officES indicntt a h tavy dtmand for 

both. With refer£ net to tht 2nd arotion or No. 2431 or 

November 22nd, th£. tap Treasury billa O\\tatanding again 

declined bring L679. 7 million on November 25th , or about 

1.27 milli on btlo• th£ ptak or Novmbtr •th , • hilt the 

trndtr iaau c outstand1C3 at b665 million ~a Ll55 mi llion 

larger than at the outbresk or war, and will reaoh r.680 

million if t h is •etk' a LSS mill~on ttndtr 1a ~~ly allotttd. 

Oovtmmcnt cxptnditurE •as L35. 9 million nnd revenue 

1015 . 5 million tor tM r.t£1< rndtd November 25th. 

r ... II I :: ') , n JOrNSCN 

Regraded Unclassified



TREASURY DEPARTMENT 
Cl 

INTER OFFICE COMMUNICATION 

DATC loTOa'ber 29, 1939 

TO S.Crota.rT llor&entbau 

.oo.. llr. Cocbran 

J.t 12130 thio .. rDiq, llr, l'tnoont tolephoDOd .. that llr , Pvrto bad 
arrlnd to a op tho appoilltaODt wi th S.Cret...,. llorpnthau at 3100 o 'clooll:, 
Ho added that both the Brltloh and lrollCh Jabauleo bad rooolnd illotra<>­
t lono from their Gon..,...nh t o ooolt thio appoilltaOilt, lN.\ hartq boon ill­
t ormod tbl\t the &ppolntaont •• alread¥ granted and t he hour !bed, the 
Allbl\uadoro \hCJU6ht t horo •• nothlq neoeooar:r on tholr put , omopt por­
hapo to lntora the State Daput .. nt that llr. Pvrto bod bad hlo lnterrtoor 
with tho Sooreta.rT of tho '!'rooaur:r. llr. Pilloont aoiWIOd tbot thoro would 
~e no o~Jootlon to wr. Pvrto Hille aoo._.,led ~,. Colonel Clroanlo:r and 
hlo al do, llaJor Do>rto, ao oroll ao ~,. llooaro. Pilloont and Obolltlo:r of the 
Brltl oh Jabaoo;r. I ccntlrud that tho:r 110uld all be w l.ccaod. 

J.t 3100 o ' cloolt,t.ho Soorotar:r roeolTod the a"'" •outloned group. 
llro. n o t o, Capt&ln Colllno , llloo Ohclnoe;r, llr. Goobran and llr. llo.tt&rororth 
alao were preont . llloo Oha11110e:r ltopt notee of tho .. ounc. 

f o oumm.rile, the Secrotor:r lot the group ltnoor that ho had otopped, 
oome doyo ago, to funotlon ao •plnoh hlttlng1 lialoon officer with the 
torolsn Goftrnaenta doolrlnc to aalte ""' J'lll'oheoeo on thlo aarltet. It •o 
agrood tnat t he Preoldont 110uld han to p Te lnotr'a<ltlono ao to how llaloon 
ohould ~~ carried out. !he Britloh of f lci&lo otatod that \ hoy 110uld aall: 
the ir J.mbaoaador to all:e the nooouar:r approach to tho Prooldont, proo-~l:r 

lhrollF tho Stoto Department. In anooror to Cballtlo;r' o r OMrlt that the •eo­
oace froa Ieladler to Prooldont lloooonlt n pl&inod tho doolro of tho 
l"ronoh PriM llllllohr that tho prooont group would roc oln tho - ooopora­
tlon ! rca tho Procur-nt Di'ol olon of tho '!'reaaury \hot had been acccrdod 
llr . llonnot, tho Secrotar;r ototod thot no inotruot lono t o tho& effect bad 

~eon rooolTod ~ h1a fro• tho Prooldont. 

llr, Pvrto reported to tho Soorota.rT that llr, Oo~orno had talked with 
Clonrnor llorrloon l n New York yo otordo;r about the oponlng of the opecial 
account of tho Banlc of JID&land to oarr:r all Bri tloh !undo to ~o obAiolted out • 
ln thlo oount r;r for aar pu.rohoooo, and had lo....,.d \hot t ho arrangoooont •o 
praotlcall;r oottlecl, omopt for tho quootlon of olpaturoo on thio olda, 

J.!tor tho .. oung, 11r. Piutnt tolophoGOd .. to o:o:plaln thot 11r. Oobonlt 
bad not ada qo.l.t• oo -.cb provou ao llr. Pllaomt'o ot atuont would -ot. 
!hero o.ro otill quooUoDO of proool!m'o w1 th roopoc~ t o U.O aoc:oc\ to be 
dotor.Uod, I t old tbol Soaro....,. at i111!5 of thlo oollTOr•tlon, and aloo lot 
hl o ltno• of a:t talk with Inoa, an4 of tho latter'• ropor~od ooanr•tlon with 
!olton :rootora.,. 
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rollowUc tu .._ .. u. _.. at .- -nu. wl\1> tba JrlU• repr.­

oataUno, llir, ra-m pt 1a \ou!o ri\llllir, ••&t 1a -.w York, ul I •• 
able t o toll .- lecre\&17 at 111115 .-, Ill'. ••!I:' a& llir. IIUtor& rill 

- 4oc on Jrl~ to 41-• \U :pUUo1~ ,...~~ ri\1> \U ao-sueo aa4 
lxci>AIIP eo-l.ooion, I • oUU \o 1_, -\Ur .- leoro*7 4oolno \o r .. 
oo1To Ula at tut tiM. Ill'. ru .... , a44e4 \Ul Ill' • .,,.,.. W rooo1ft4 
wor4 troe Lodoa \bat ao 110Uoa 1o aOilW.Wlato& tor \llio _.._, 1a \ba •Uor 

ot noti.Jic -lUoe. z. otah4 U>at u .ppoaro4 \bat \llio .. lq .. OlllT 
-·• ot teolmical .. \allo, uA .-, .- plan •• oUU 1a a1a4.. 

'lboll J \alko4 wi\1> \ba leoro\ar7 at llall5, u tol4 • \bat boo ba4 tollosoe& 

the ouueoUon wlli oll J ba4 ct.,.• Ilia attor oar TloUoro lett, -17. \bat u 
ooquaill\ Socntar:r m.ll1o ottloo wi\11. oar ooll't'or•UOil ot \1>1o attorllCOil oo 

t.ba\ the Stato Dopo:rtaont '00'0.14 'lm4oro\all4 an:r topproaolt. \!>at _, 'bo a4o \llrOIIII> 
tb&t 'bo4;r 'b:r the :lrlUoll go-up. !U leorotar:r t ol4 • tllr\Ur \bat boo '00'0.14 

62 

ooo U.. Prod4oo\ ........,.., 1a np.r4 \o \ba -Ucal wr~<Uc oU ot \ba lla100ll. 

Ill " ' "'"« wl\1> • at 5125 p.a., llir, Plaeoat t ol4 • \~oat boo '00'0.14 protor 
tllat \b& leorot&r7 roooift lleooro , .,,.,.. a4 tlttor4 Woro \boo;r co h U>a 

Soov1Uoo aa4 J:rcbeeco c-i•otoa. (!to. leoro*7 W t ol4 • Woro J \&Uoe4 

with 1'1D04llt tut lo.o '00'0.14 rO<>olYo \Moe p11Uoll0ll lt \bo:r 4oolro4 \o ooo 11.1a.) 
Piooea\ aon4, \lt.oratoro, \bot I o~\ala aa ~la-t witlt. \lt.o leorotar;r t or 

loU Jr1clq _.Di"C or oarl7 J'rlda;r attonoooa. 

.t.t 5100 o ' olook, I \ol..,u4 :rr. 5\.-.rt at lolts-o 1lbo will M 1a \U 
fl'ao.-ar:r oarl:r \~w .orlli"C t o u R<racbl 1IIP \o dato oa \U :lr1Uoll ..,.._ 

Uon, &114 who will roala Oftr \llrO"CCl J'rida;r lt \M leorot&r7 4oolroo. 
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TREASURY DEPARTMENT 63 

INTER OFF1CE COMMUNICATION 

OATC lfa.,_ber 29, 1939 

- forolp emhpn~ ..-ket ..... quiet vith nnoYtr ill 0\ ... UJIC \raao ... U OilO 

abo~t tho ouo u 7ttterdq, Ia .., York, the rate for oterllac op•o4 at 3 · 91.-3/11. 

The roporUac bulco otated that at tho oponlac of buolneoo thq ho4 aot rooeiYod 

tl.D¥ ordo:-• to either W;r or ooll otorl1ac. .&hout a14.4oraiDC oo• ...u ooll1ac 

b7 tho lio:~& XoDC all4 Sbench•l llck:i"C Corporatioa all4 the llu(1ae lloJ.co "l'P..,.od 
Ia tho IIOZ'k:et , ADd the rate oaood to 3·19-7/S. .t.ttor thou otteriaco ,...... al>oo~od, 
tho rate rocoYorod to J,91~1/S. J)wolac the atteraooa, it vu otN47 at J.<J0-5/S • 

.l.hout 4 o ' clock the &llllOIUIC-t ll(>p-o4 Oil tho Uckor the\ tho Scnot eo-
••• , ho4 broken ott NlaUoDo vith rtDlaDA ADd, OD t hio """"• otorllac otarto4 

to recede. h dtclinod to ADd o1ooo4 at 3.90. 

Saleo of opot oterllac b7 tho tour reportiac bulco totaled 1.313,000, t .... 
the !olloviDC eouzeeat 

!7 co~rclal coucerua••• • •••·• •••• • •••••• • ••• • •• •• ••~ 20), 000 
B7 forelcn blllto ( Tar Joot), •••••• •• •••••••• • • .••.••• io 110, 000 

total •••••• ~ 313,000 

Purchaooo of opot otor11I~C MOWlto4 to "516 ,000 , ao 11141oato4 bo1owl 

Tho fornrd. otorl1DC .... tot lloproYo4 to rl/111 per poUJI4 dlooount for 30 dqo 

0114 6-3/4; per p- d.hOCIWlt tor 90 dqo, 

Cotton billo totallliC iol63, 000 .,.... oo14 to the llrltloh CoDtrol at the 

o!!lclal rate of 11. 02 b7 tho t olloviac reportiac 'NM:aa 

" 151,000 b7 tho __ ,, !rut Co. 
io 7,000 b7 tho llaUollal O!t7 liMit 

::--,~~iif b7 the Ohaoo llaUollal lieU 
.. !otal 

J'NMh huoo 
lllail4aN 
lor1oo fr&llCo 
llolpa 
eaa.u ... 4ollaro 

CONFIDENTIAL 
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y1 p!Ud'" .. -.. f.U.WUC -•• of p.lt fna .a.. o-.ttat _,o of 

tiM Nllb 1a41e&uta 

oU:Ioii4N frooa Ulo Jult If Jla101 
Ina Ulo lult of .._ lilpll>llo, Oo,._Sa 

•w 
!1M h4.eral llaoern lult r~p~rlot \1 u .._ f.U.WUC IIU,...\8 of .,u, 

. 2, 091,000 froa lou \I> Atrtoa, olll:ppe'. ~ Ulo .__. 4tl'iou llaaern J.ak, _..s.M 
\1 Ulo :rotonl llaaern laDII: of II• Ttdle for ..,.,..., of \Ill ...._1a4a 

lla1ot. li 11 u.....t Ula\ Ulio pl4 vU1 ~o -.tot far Ulo llo.._ 

l&4a lult. 
1,914,000 troa \Ill lloU>arlAiaU, olllppot liJ \llo ---~ Jea, onotp .. \1 u.. 

Ncsl _..,.. lult of II• Todle \o -. -m- far _., of Ulo 

.,......,==-= 1Le\llarlu4a :leloll:. 
ill. 005, ooo •w 

!lie Lodon opo\ 11114 fo.-rt :prtooa far oll- -•tma. \o llo fl.ltot111Ulla a 

narrow -· Loa4on opo\ aUnr wu fUM. •• t;Jof/M. .a.. 11&1\ot 1\atoo oqaiftloa\ 
ot which io 111,251, Buo fo.,....4 :pr1.,. .,.. 2}-1/ .. I(Uftlaai \o 111.,151." !loa 

prieta f1D4..., KMq MAI!u-. 11114 Ulo ~1...-q .... fonlp ou ..... ..,... '111\ll­

cbaap4 a\ }ll-}f\1 .... ~. nopoeU~. 

In llov Tort, wo M4t fift parollaaoa of d.1't'W tiWSac }00,000 -~~ • ...._ 

u.. su ..... Pvc~~at• u•. 

CONFIDENTIAL 
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£en~tor 
~~ .::ht.,_n 

Nove~ber 29, 1939. 
9:23 a., . CS 

Downey: Goo~ morning. 

Tt . •• • Jr: 

u . ,_. •. Tr: 

H. " . Jr: 

H.". Jr: 

'l . ll • . Jr: 

~ .~ . Jr: 

Hello Senator. 

Yes . Is thls the Secretary1 

Yes , 81r . 

Yeo , well l·!r. Secret a ry , I Just wnnte~ to again express 
my hope that some relief may be grants~ to Californi a 
in relat1on to that border matter. I understood i t >~as 
going to come up for decision to~ay. 

~uh-h~~ . Well , they are bringing in a re~rt and I haven't 
looked at it since I tal~ed to you a month ago . 

Yea . 

So I'm taking a fresh look at'it today or tomorrow. 

l!ell, as I understand it practically al l the congressmen 
are in unit with the senators and I believe that our 
viewpoint represents that people or the state,or course 
thnt cay be somewhat in conflict with national i nterests , 
I don ' t know about that , but I ' m sure that the citir.ens or 
the state would believe that in justice there ought to 
be some change there, !~r . !~orgenthou . 

You knoll that it all involves one men , one Americen 
business man, you know. 

Well, no, I didn't understand that, I' m not - ­

Oh yes, you know this i a a racket, invol,~ng one man 
that's got one one e tore, who sella a lo t or English 
goo~e ~own there and there's only one Aoerican business 
man involYe~. 

Well let me say thls Mr. Morgenthau, I haYe many co~~uni­
catione here rroo t ourists ho t el and --

liell t here 's thls hotel, I oan•t think or this man, he has 
a hotel in thi s place and a store --

You know, but I - I - have - which I ' d be very glad to 
present if you wanted. I have many communications here 
from - from people 1n different businesses in Cal i fornia 
catering to the tourist tra~e because -

No , no, this is an American who owns a hotel and a atore 
i n Mexico. 
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H.!' •• Jr: 

H.J~ .Jr: 

'1.". Jr: 

H.l~.Jr: 

!i . ~~ .Jr: 

'l.H.Jr: 

GS 
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Yea, well -

He ' a hired th11 lawyer, here in Washington, to work up 
this whol e thi ng. 

Well -

I o&n get h1a naoe but aa I eay I haYen•t looked at it ln 
thirty da.ye and this whole thing all reYolYee around one 
man. 

Well , I don't qulte understand that because or course, 
Mr . Morgenthau -

I t hink his name 1e !(Ugris. 

Is what? 

Mllgri m. 

No, I don't recognize the name. 

But he has a store and a hotel and all t~e ooneeeaione, 
eYerythi ng else down in Tia Juana. 

Well, all I waa going to aay, I- I don •t quite see­
we're looking at i t from the standpoint or t he c1tizene 
and business men or Celitornia generally and cert ainly 
tourists who go OYer there ror a abort period are d1e­
criiiJ.nated against as co:opared v1 t h touriata elsewhere 
on the border. 

But Senat or, what I can ' t under stand, you and I , American 
oit iuns -

Yea. 

We - I want to go to CAlifornia to enJoy mJ&elr. 

Yea. 

Al l r1ght, and - thla thi ng roroea me t o either , it I 
want to go oYer there, I can go oTer any 4ay and buy 
t 1Ye dol lare worth , but it I vaut to bay a hundred 
dollar• worth , the 1Jn1ted Stat .. OoTeJ'IIMnt 11 aaldng 
i t d1tt1oult t or • e to bay a hlmdred dollar• worth ot 
• erchand1ee and bring 1t i D du ty tl'H and th1e 1a all 
t ore1gD gooc!l DOt Mexican goode, I talled t o the 
Mez1can oonwiar about th11 hne the other o1gtlt at 
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a dinner vhich Wel les gave. He said as tar ae t hey•re 
concerned, they're not int~reeted because it isn't 
Mexican goods , it's practi cally all English merchandise. 
That this tallow has this very expensive etore and these 
movie stars and everybody goes do~~ there and they buy 
this stutr and they bring it in. 

You mean they buy English goode down there. 

Largely English goods beoauoe it's a tree port, and as I 
understand it, it's largely English merchandise that this 
man has in this store and t hat he sells this t o these 
well to do people, largely tron the movie colony an~ 
San Diego. A lot or our navy officers go down there and 
they get this stutf at the price you can buy it in London, 
and ~hey•ve got this very high pressure lawyer here in 
Waatiington that' s worked this thing up, and i t all centers 
around this one man. Now I think I can ~ay that you and 
I are Just as muoh inte rested in the common man, and the 
thing that bothers me i t I do it, it's Just gravy tor 
one person. 

Well, well , let me ask you this nov. 

!I . '! . Jr: Yea . 

H . '~ . Jr: 

I wonder 1f the regulation could be changed - now i - very 
possibly, Hr. Morgenthau, you're right in your facta, 
I'm not gainsaying that but I haven't had quite t he idea 
that you have, I had thought that the great bulk ot the 
goode brought over were Mexican I:I&Ilutactured goods. At 
least when I've been down there and lilY triende and 
relativee we haven't brought back English goods, we 
brought back Mexican goods. Now let me eay this , I 
wonder it a regulation might not be made t hat some rule 
would be applicable to English manufactured or roreign 
manufactured goods and another rule to Mexican manufactured 
goode. 

Well -

You see it doss, Mr. Morgenthau, put us at a very 
serious disadvantage with other t~uriet points on the 
borders because tourists do like t o bring back, up to 
that one hundred dollars of Mexican goode, tree or 
duty and or course if California tourist• can ' t do that 
it is a di acriaination as compared with elaevhere on 
the border. Mow it it is, it actually What- it's 
hurtlng in the tact that the Americana go down there 
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to get Engl1ah or other toraign goode, wall that oould 
be m.et in another way. 

Wall , JOU 1re r ais ing one - a very interesting noi nt and 
I'll aak whether that•• teaaible, but the thing that 
burna me up ie that one peraon, aeeme to me t his one 
business man oan rai ae eo muoh ruokua. 

What - Mr. Secretary, I - no doubt I don ' t know Juat Vbo 
that is, or what he is do i ng, but let me eay thia, it 
isn ' t limited to him. Now take tor i natanoa, -

Just a minute, let me get hie nama - Wil l you wait one 
eaoond? 

Yes, s~ely. 

Juet a minute. I sent tor Baail Harria. Juet a eecond 
plsaae . 

Yea. 

I oan give JOU his nsma. Juet a minute please. Just 
one second. I sent tor Basil Harris. Do you mind 
waiting one minute' 

No, oould I aay this' 

Surely. 

Nov tor instance, I remember one ot the letters that I 
received vas trom the oiti&aos at Palm Springs, I s~pose 
JOU ' re tamiliar with that resort or ours. 

I know where i t is, yea. 

Well now, they, the people there were very anxious that 
there shouldn't be this , what ~ey oonai dar rather harsh 
rule invoked against the touri-' trade there in the 
Calitornia border, because tbeF .,. ot course in terested 
in that and many ot their people lrom Palm Springe go 
oYer to Manco to buy Mexican .... and that' • one ot 
the attraotiona ot Palm Sprin«tto taaat right JOU aee, and 
I - Mr. Secretary, I had ooamanle&t1ona ot several kind 
trom aever al ot the touriat reaorta along the border 
and garagea and that sort ot thing, eo it ian't l1a1tad 
to that one man. 

Vall, ha'a the t allow that'& hired the lawyer. 

Regraded Unclassified



~ . tt. .rr: 

l' . l' . Jr: 

;; .•· .Jr: 

H. V. Jr: 

-:: . '! . Jr: 

69 
- 5 -

Well that may very vall be, I- there • a a o~etery really 
here, see the lawyer -

Just a minute . (What's t he name or t he businessman in T1a 
Juana that 's got the store' ) Milnor. M•ILL-M-o-ft 

Yes , well he ' s one or t he biS dealera, I thought 1n 
Hex1onn goods , I 41dn1 t know he dealt nry extensively 
1n anythi ng else. 

'le'.l now let's -

Re baa a big store, I think, i n the Biitmore Hotel 1n 
Loa Angeles . 

Yea, well now Senator, l et • aak our people, the angle 
that you ra.ise, see. 

Yea. 

~~d I'll give it serious ooa81derat1on but I have not 
l ooked at it in t hirt y daya &Dd am goi ng to give it a 
fresh look nov, kind or har4 for me to give it an 
unpreJudiced l ook. 

\'tell let me say tb1e or ooune 1t you did favorably 
consider anything or that kind Mr. Morgenthau, the 
matter might be put over tor t hi rty days or something 
to give us an opportunity to present some t heor y to 
you or t hat k ind . 

I see . \/ell, I- I'll be Juat aa Ju41ol.ousas I know how.l-' 

Yea, thank you very ouch. 

'!'hank you. 
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TREASURY DEPARTMENT 

INTER OFFICE COMM\JNICAT10N 

TO Seoret~~nthau 

Xr. Baa~· 

Eap1or-ent under the Yorke Progreaa J4a1n1etrat1on 
1ncreaaed b7 )2,000 peraona , troa 1 , 930,000 during the week 
ended Ko•e&ber S, 1939 to 1,962,000 during the week ended 
No•e•ber 15, 1939, aa ia ahown in the aoooapanr1ng tablea and 
ohart . 

Attaohmenta 
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WORD PRO<HIE88 .&DIIIIISTR.t.TION 
Nuaber of 1forkera lap1oJa4 - 1feeklJ 

United lltat .. 

11 

week lncUng 
19}9 

l uaber of YOrker• 

Karch 1 
March II 
March 15 
March 22 
March 29 

April 5 
April 12 
April 19 
April 26 

MAT 3 
MaT 10 
KAT 17 
M&J 2~ 
MAT 31 

June 7
1

,, 
June .. 
June 21 
June 28 

JU1T 152 
Ju1T 
JU1T 19 
Jul7 26 

August 2 
Auguat 9 
August 16 
Auguat 23 
Auguet 30 

Septeaber 6 
Septeaber 13 
Septeaber 20 
Septeaber 27 

October ~ 
October 11 
October 111 
October 25 

Nonaber 1 
Ncnaber II 
Ncnabar 15 

Source: Yor ke Procr••• J4a1n1atr.t1oa. 

( In thoueanda) 
3 , 032 
3,009 
3,015 
3.009 
2 , 980 

2 , 906 
2,761 
2,752 
2 , 751 

2, 736 
2 , 66<> 
2 , 623 
2,6o9 
2,600 

2,593 
2,590 
2,578 
2,551 

2 , 3118 
2 , 2119 
2 , 250 
2,200 

2, 0112 
2 ,0~ 
1,977 
1,28 
1 , 2 

1 , 662 
1,696 
1 ,735 
1,790 

1,903 
1,1175 
1,1198 
1,902 

1,901 
1,9~ 
1,9 

... 
• 
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1936 
June 
Jul7 
Augutt 
Septeaber 
Ootober 
No..eaber 
Deoeabtr 

1937 
Januarr 
Februarr 
Maroh 
April 
11&7 
June 
JulJ 
Augutt 
Septeaber 
Ootober 
Nonaber 
Deoeaber 

1938 
Januarr 
Februarr 
Maroh 
April 
11&7 
Junt 
Jul:r 
Augutt 
Septeaber 
Ootober 
Nonaber 
Deoeabar 

1939 
Januarr 
Februarr 
llaroh 
April 
M&:r 
June 
Julr 
Augutt 
Septeaber 
Ootobtr 

'110\U JIROOila8 ADiliii8!R.f.TIOI 
~r of Vortera z.plo784 - Moatblr 

UD1te4 Statu 

72 

1-ber of Vorkera 
(ID t.bovaaa4a) 

2,256 
2,M9 
2,377 
2,-.a2 
2,581 
2,-.a3 
2,192 

2,138 
2 ,11Hi 
2,115 
2,070 
1,999 
1,821 
1,569 

. 1.~ 
1,~1 
1,~76 
1,520 
1,629 

1,901 
2,075 
2,395 
2,582 
2,678 
2,767 
3,053 
3,153 
3,219 
3,346 
3,319 
3.~ 

2,986 
3.~3 
2,980 
2,751 
2,600 
2,551 
2,200 
1,~2 
1,790 
1,902 

Souroe: Vorka Progr_,a A4a1a1a~t1oa . 

Honthlf tigaraa are ... kl7 tlgaraa tor tho 1ateat 
vttt or the 110at11. 

• 
!ha7 1no1114e Ml'Ufte4 &D4 aoaovtltle4 wortara. 
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• • 7 ~~-LT -J 7 
JanuarY 31 : Cooperation betveen • a't'7 and ooutguard 1a eetabllehed at 

~· a order on applioation by na't'7, wbo vant a l1a1eon. !he obtl 

1e to watch t he coast. 

FBERUARY 18:- HIJI calls up to ask lllfJR to make aure that pert or 

French planes are &hipped on Aaerioan ••••ele. 

FEaR~ 13:- Hovember 17, 1938, State ~epartaen~d submitted 

draft ot bill pel'llit t1ng president t o control ... erioan pa,.ente to 

nations lUe 0el'III4Jly vh1oh vere hold.1ng pa1J1ente to our nationAls 

J)1scria1nat1on vas guarded against b7 penait t1ng the Preaident 

to r equire al l American paraento in foreign exchange to anr dia 

criminating nation to be made direct t o the United States , to 

be hel d, as it vera, until the discriainatory regulations s~oui 

be removed. 

The matter vas cons idered at some l ength, and f1na 

ally Ed rol ey prepared a draft of a aubs t1tute bil l , giving the 

Preaident contoll over all foreign holding& 1n t h1a countrr ae 

ve 11 as ·all American holdings a~road, thua increaaing t he power 

to ret& l1ate agal..nst d1scr1a1nation. !h1e bill also authorir.i 

the Prea1dent t o enter into agreementa with other ocuntr1ea tor 

the purpose or protecti ng 1ntereats of our nationals. 

MARCH 16:- During maroh 4n Prague, r e1e and Steinbauer come 

over trcm State :ept, a eet v1th HMJr. and Archi e Lochhead. 

Feis opene meeting with a-.teaent, evellee ie aiapl7 gaap1ng 

tor breath•] JDUR bad prev1oual7 beu on the telephone with 

1fellu. ~1• beg1na b f e4lalning t here are three -ttera he 

Vi lhea t o hke up. Fir n, 11r John S1aon ha4 announced 1n 
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so~•• that he vaa aeking B ot I not to &aka an1 •exceptional 

uanatere 1 • Did BlUr want to think ot doill8 aue thill8 nth 

A 
Federal eservet Lochhead put in that r ed Rea had on11 119,000 

balance vUh the Czechs. 

BKJR Vbat do JOU want ua to dot Just tell us. 

rEIS: Yel l , do JOU want to diaouae it vith 1 ed -,,, I aa no 
~ 

very wel l prepared in thia buainees beoauae the thing has all 

ooae up like a cloud. 

He goes on that the Cheoha owe US about tl65,ooo,o o, and 

have oerta1n bond issues in private banda. Pointe out that vbe 

" ermana took Auatria, they eeized Austrian assets all over the 

vorld, retuaed to reoogn1ze debts. 'Are ve Just going to let it 

happen all over aga1nt 1 8uggeeta takill8 over &nf avallable C•­

Ozeob aaeets. 

LOCh: Kay I apeak tberet When this oaae up I called Vh1t­

teaore a t t he lxport Ia:port and asked lf theJ ha4 &DJthing out 

v1th Ctecho. 'l'bey have out 1100,000. I asked 1t they vera tak­

&nJ steps to grab balance a. 

75 

loea on t hat this loan 1a guaranteed bJ Anglo- C&eoh bank, 

wbiob has eno1J8b balance at Chaae 1D 11 to cover awa. Be ha4 

aaked whether tbef would get an attaohaent, been told bJ &I tha,: 

loans vera not due. •I po1DW out that the dangervu the ~er­

ana would talte ocmtrol ot the Cr.eohoalovalt1an bankl and aend 

cable 1Dstruotiona, prope rlJ authenticated aeeordill8 tb the Chale 

cable arrangeaent, ordering pa111enta out ot the Cseoh ' • .. lanM" 

at Ohaee. 1 JIII.Ta HJe he will call ~orge ll&r(1son, get hia to 

put a etop order 1t law allow• . •& v1ll eall ap tha lev York 
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bMk• lUI' 1a1, Vas i ngton wants 24 hours-- 48 boura to t urn a­

roUJld. ' Be t han calla ~rison, 4:10p.m., pute suggestion be!oB 

h1tA. Bar uon uends i tao that b11.nke are to be asked to atop a1 

pa)'lllenta aside !rom rout ine commercial tranaaotione origina ting 

at least one day before , says •I think they ought to do i t for 

lbe1r own self-protection, ! ranltl7 1 • Be bad dono same tb11ig in 

a.m., remark• that he bad also oalled .rixor: t o ask if at . Dep 

had neva or Oerman7 &raJ taking 

cabled. 

over Ceob banlta, 

h • -~ r 
IIIJR, Hanging up: ' !bat a nuaber on a . 1 

FEI S: Second, countPrvailing duties action. 

and that Mot bad 

ID~R: You don ' T want to wait? Feia: rou hnve t he i dea . 

Vellea is planning to call in Thomsen tomorrow evening, and put 

hi111 on record that t h i s i s coming . (Dr. Vbite oomee in) F: 

Thut brings up the question as to what form Welles i s to put this 

1D. ll'ter all ita ver7 technical and unfu1l i ar ground . (Reade 

elaborate draft or somewhat Vell eeian announcement , stating that 

after st udy , govt baa decided vel'llliU'I)' i a eube1ding exports, and 

that countervailing duties are tbereforeundator yf,. "raft i s 

g1ven White, r o1e1, Lochhead, Ste inbauer , who go off i n corner 

to study 1t. ) J r e1a: t o HMJR: !be third thing 1a tb1a---

Xeet1ng about to take place at '#1111 8-ate u to t rade agreement .. 
with Oteoho. Czech govt no longer in ex11tenoe, agreement abro-

gated, rates should be no longer granted. IDIJR agreea and says 

he V1ll give order to ~atoms . Oiroumatanoea of t h18 dieouued 

at great length, a1noe abrogation or Oe&oh agreement e f f ected a 

76 
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eott ta•ored nation rate e to Belsiua, eto. r e1o reaarlr.e that bo~7 
veuu and the Vbu ~~ ' hopping 11&4;-;j' wollld 111te to do this, 1t 

pou1bl e, .toaorrov night'. At t he I&M t~, deau-.4 to let Cseoh 

low raUl run tor other oo\1Dtr1ea during a th1rt7 d&7 nesoUat1on 

pt r1o4. statement to !h011sen 1a th .. J'Oil8!lt baolt rn1~ed, &Dd 

1n connection with it, 111CJR reaarlte ''rill Prea1dent t old the Att7 

Oen to br1ns 1n a ruling a veelt froa 

another talk v1tb llarr 1aon during 

vltb London. 

7 1 • !here vaa alao,. 

ting about relatione 

Morning meeting 1n HMJR 1e o oe, with han~•. Looh-

noh. ltet . IIMJI\ rtaarlta If 

' foda.J 1a the d~ t he etab111z.at1on to go 1n and 1t 

neCOII&rJ epend a little .one7 to 10 t he thing &I abe 8008 

dcvn. 1 [ t.oohhead report a t hat he hal t allt1ng to lnolte at Jed 

who baa been on telephone to B of 1:, "'fJ ••1 they#jP/iflliHI,Wiilto 

told about ~5,000,000 e.xohenge thU -='a. L adds 1Ratea are 

hol ing vor7 !ira but I d1d tell h1a aot t o be atr1ad, that if ne­

cenarJ ve vollld take gold over there• lhro\llh r ed about :500 

00. Dutoh gu1ldere had been boughtJ ~ oalla lnolte, oonttraa 

Loch's conversation, ea71ng '!hie 11 the da7 where 1! itooate 

ue a little 110ne7 1t won't bother ••· It the thing ahollld set 

llcpp7, oall llP .t.roby•. Add• t¥-t Valle• !a about t o aalte at1ft 

ltat taent at noon. liiUlt so•• to 1dlite bollia, 001111 baalt 

about 1:30, oalla But 8I'Owtbr 1n London at l::Se. lllat t erovthr 

reporte ~r1Ueh aot1DS para1lel to Aaer1oana, apaalta of 8 eral 

111rPr11e at V&7 ~er.&~~a d1d the tr1olt, "bard tiMe &hee4: ~eo 

repone that bllae47 ha4 aeen Balita.x 1n the •·•J A a1auh 

.. 
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-.,leY coseo in, is t old neve ot n queat t o JIY banks. Inoi dl!.en-

' tt ·lY, Loobhead had pre t1.ouely reported from Inolte t hat Engl1GIJ 

had lllpounded total. ot t ;,o, 000,0001 in Ouch assets, ve onl)' about 

$3,000, 000· 

!!ARCH 20: After taking it t o Whu to Pres., HMJR sends Sumner 

Welle• copy or Foley 11emorandua on 1Kon l egialative action 'Which 

the govt can take 1n oaae ot var 

a part y• . (Copy at t ached' same 

abroad 1n which 
Loch 

day IHIIIItioalle 

the US i s not 

Fe1a reminds hltm 

U!at warning to NY banks on Czech tunda i s run r ing out , aalta it 

State has suggestions . i'a1a r pliee, it0 s up to treaa. 'rwo 

courses ~pen. Do nothing . leaving lll&t ter t o banks. Or ol l l banlta , 

tel l thee that payments on Czech accounts are nov in their dis­

cretion but varn them against making extraordinary paymenta with­

out enteguarding thei r own intereste. •.u we had not been able to 

rind anyth.ing llii1Ch more than t 3 , 00<', 000 on deposit t or tor11er Ouch 

accounts in NY, the amounts were not very important •. 

AP!\IL 1~:- HMJR oall e in H White, t ells him tha t he is planning 

& I 
~ 

to aalt reUdent e ap roval. tor br1ng1ng down IIIith, arr U , Ball• 

and 8t•~tiniu~ •Ihave got a Job tor eaoh one of them in oaee there 

1s a war•. Smith banlti.ng, "arrian customs and shipping, {!tat 

Plll'chaeln~and Bailie tore~ exchange and dom.eat1o exchanges. 

87aa he vanta t hem al.l to come down and get their organizat i ona1D 

run: 1ng order, Juat in oaee. White also bring• report•/ BMJR 

baa an idea that cornering euppliea or certain etrategio rav -t­

tr1ala will make 1 t i llposa i ble tor Germans t o go to war . 

Yb!te auggeats that cooperative oorner by demoorao1ea would not 

be enollgb. 1'roduo1ng countries would have to enter into asreement 
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eotorc1n8 a aort of eoonomlo aanctione againat~j87 talk 

ot certain aater1ala. 11b1te; •GermanJ needs 96 per cent of nat­

urt.l petroleum. She needs 76 p.c. cooper, 60~ lead, 26~ sulphur, 

1oo_- co t ton, 95~)! bauxite , 10~ dnc, 100~ rubber, 95~ aanganeee, 

100~ nickel and cbrom1te, 96~ tungsten, ae~ wool, 70~ phoaphatea, 

100. tin and flliJIHJ#H anl lllon7, mercury and m1ca. 'l'boee are some 

111p0rtant oo-odlt1eaa and lt '• eaa7 t o control acae of thea, 

1 N1okel for exaJDpls they haven't got, and 1t e verr eaar 
0 

to prevent their get t i ng 1t. You see !16 ~ oomea from the llr1t1a 

the onl7 other spot 1a liev 11aledoni .a, vhere Japan baa 

KNJR aaka vhat the ooat would be . Vh1te repl1ea, 1160, 

.JI'."'•'IVV a month, juat for bur1ng'. IDIJR auggeata that o1l be 

L'lde the teet case, and that plan be put up tc Br1t1eh. 'In 

t110 veelte I could t1.nd out vbether the Br1t1sh meant bua1neaa 

and 1! the President aa1d he wanted to do aoaetbing - 1f 1t 

vaa known that England and the U8 in caae of var would aa;r ' ;rou 

don't get the stuff; 1n caae . of thU monkey bul1neaa :r.ou don't 

get 1t 1 , then wbatt I liHUe I I don t know of &nJ ~etter 1dea. 
" 

Sa1a that 1dea 1s teaa1ble, though d1tt1oult, onl7 problea being 

da.eauc pol1t1cal one , and queat1on vbether England and Ruu1a 

would asree to go along. 

lii!Ua aeao 1a atudJ or two 14eaa, ' Purobaae and aocuaulaUon b;r 

lea41ng non-aggreuor nations of etra .. s1o ru -ter1ala 1 an4 

I ' 
PI'Oh1b1t1on by internati onal asre-nt ot alq>Orta ot oerta1n ot 

tbue etratecto raw -ter1ale to essre••or natlone ' . ..ter1ala 
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include those l i sted above. Conclusion, purchase alon~ot et t i ­

caclous, costly. Se ond i .n co•bibtion better, 1 8ources ot sup­

ply of at l esst eight ot the vital strategi c raw materiah whi oh 

the ogp-eaeor countries t aken toget her must i mport are almost ooll­

pteuly under the control ot t he tTl; British lap1re, Prance, Bus­

ta, the Netherlands and Belgium. The value ot i~orte by the 

~ssor nations ot those aater1ala 1s not ao large aa to llalte 

n 11ll)lrao t1cable tor t he leading non-aggressor countries t o bear 

tbe expense or burden inci dent t o such a progr811. The aggreuor 

naUons would be extremely 'I'Ulnerable to what would virtuall y a­

aount to an embargo on vi tal materi als. And i n the c ase or ni­

ckel, tin and oil (1t Ruee1M and " ex1an o11 oould be taken care 

of) relatively f ew oorporationsb control the international aarket 

and ef fective cooperation would easily be obta1ned1 • 

DHf1cult1es, 1, need or enth• aiastic support or U8, GB and Buaa, 

2 England 'ranoe and Russ must be willing to give military guar­

Antees to smaller countries oocperating. 3 majority of our people 

oun be 1n favor, and argument must be met that plan w1l ' preci­

p1;ate war, '1'ransb1pment m at be prevented, and period of nego­

tat1on should be short, to prevent aocUIIulat1on ot stocks. 

With this Whi te memo was a aeoond memo, beaded •Proposed s teps 

that can be taken by the adlli n1strat1on i n the present aoute in­

si tuat i on• . 1 ) I .poeition or countervaili ng dut iea 

•ga1nst nunerous i 11porta f rom Italy. There already ex1ata enoug 

e¥1dence or bount y on I talian exporta . 2) Requ1rement that goode 

fl-o& •anbouru and J ap parte of Oh1na bo aarked 10h1neee areas 
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arta& 
1111

der Jap cont rol" . or somethl.ng aim1lar. 3) Application 

or section 338 against 111por ts from Japan. • l.ppl1eat1on or sec­

tion ~38 oga1nst all imports f rom ~rman:r. '1'b1e 18 a mors draat1c 

stpp, but t he factual bas1s for it exists. 0 preparation or steps 

to be token e.ga1.nst i mports from l.l~ia, not important quant1tavel:r 

And meaeUI"eB requi r ing leg1slat1on, IDIJR ' a plan, aooumulat1on or 

•'<>Ck& of v•t al raw materi als, embargo or exports or aca ap 1ron 

u a defense =eaaure, and •program outlined in Whl.te memo of 

(Oopy to be round) 

APRIL 11:- IDIJR calls up Dr. Abraham Flexner at 'Dr1nc eton, re­

~uests release or Stewart and Re1:ner in caee or war, tells Flex 

t llat he also pllliiB to 1nv1te 11ansen or Harvard and Viner of Chi. 

APRIL 1!: Invi tes Earl Ba1.11e to come down to talk tb1s scheme 

or special adv1aera and thinkers over, warne b1= he 1s t o be one 

1o important field or rore1gn exo)lange 1 Atter all, we re sate 

depos it vault or world •. 
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~o President about get~1ng helpers and 

tll1llk•r • dovn 1D oaae of war. Pra81dent, et1rred b:r reports rro 

abroad, bad uked hill whether he •waa read:r 0 in oaae of war. IDUR 

bad bean forced t o repl:r ~hat he was not, and Preaident had sugg 

gested 1111 ed1ate holding of inter-departmental oonferenoe. 

APRIL 111- Interdepartmental conference meeta in IDIJR'e oft1ce, 

Loellhead, White, Young, Foley, Douglas, Frank, Purcell, Feie, 

Val ace and his man Robbins , Ecclee and Goldenweeiere. IDUR 

open• t he mee ting at :1 p.m. on the dot, prompt ae alwa:re. 

' Gentl emenl , t he President asked ua t o get together for 

the atricteet confi dence, aa he wondered whAt, i f an:r­

vere doi ng in o ~e there should be a worl d war, to look a 

the various markets. Possibly a good wa:r to atart would 

tell you what the English have told us in etrioteat oon­

t1denee about their pla.na. 0 

Douglae brealta in to explain that aa tar aa SIC ia concerned 

all l egal dooumenta neoeaear:r to oloaing ot exchange have alread7 

been prepared. '!be:r are all in the icebox, and oan be executed 

~· a tev minutee notice'. 1DCJR pointe out that it U better to 

do 1011eth1ng t bl lteep the aarltets fro• oloaing, {Wallace reporte 

that he hu done noth1Jlg about preparini" clodn"i[ot co..,odit:r ex 

ehangea, t hat no legal authority to do ao exUte, but that he 

enJoys 'a great deal of power of moral euadon • • IDIJR again 

rem&l'ka that oloUng markets ia ' t he last reaort 1 • loclee then 

lpeu a tor Fed, •well, last :rear at the time of the Hun1oh con­

terence, when t h1nge appeared to be prett:r blaolt, we worked on a 

atate,.ent t hAt eeemed to cover the eaergeno:r a1tuat1on. lfe had 
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, ... of the bank preaidente 1n and they alao oone1dered t he 'llholL 

subJect. And t he matter waa aga1n rev1nd a tew d&ya ego. 'l'h 

:!3 

ere aren't eo many things really we oan do. 1 Aelta GoldtnweUer t o 

report on theee meetings troa wh1oh he had been abeent. G. reports 

tbAt on previoua rr1day Fed aalted banks by letter whether they w 

d ahed t o take up w1th boarda ot d1reotora any poaeib111t1ea 111t 

reducing ret ea or malting local emergency announcementa; also tha 

red bed prepared statement tor 1eeuanoe 1taelt, 1about the tact 

that any deu nda troa withdrawal.• ot any lt1.nd oan be met without 

the al1ghteet ditt1oulty 1 • lltateaent revUed trom Munich per·iod, 

hid been approved by moat board m<'mhera, and wil l be ready. 

HMJR aaka t or atetement and Eoclee proa1eaa 1t aa soon aa . 
rorael approval of board 1a obtained. Be then aalta Lochhead to 

read the London oeble, 1n 'llh1oh But•., rnMih transmits British 

Treasury manage. Loo~d ramarlte olr they would let ua use 

part or this-- - that 1a g1ve 1t out-- 1 t would be very reeaauring. 

le could could &how they are not going to dump their eeouri'tiea. • 

1) Iaaediately upon the ou'llbrealt ot a var the Brit1ah gon 

vUl requiaition all torean aeouritiea, tore1gn balanoea and 

Cold belonging to Brithh rea1denta (the ten ~ritUh reaidenta .. 
1nclU4ea foreigner& who· are normally Br1thh rea1denta l. '!'he 

govt will not take ateps to liquidate any American ee­

cbitiea eo acquired without prior ~oneultati~with the e,p­

proprlate uerioan author ities. 

2) !he Brit1eh gon does not utend to deolara a general 

ooratortum but IIXpeote to oloee all banll:a and t1nenc1al insti­

tution t 8 or one A-y. -. b U« . .. e anita consider that t hey need auch a 
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perlod to salta the neceesar:r adJuet•enh and the Brithh 'reuW7 

110
r ~e opinion that should war eventuate towards the end of a 

a/ 
61,en week 1t 100uld be ~enar:r for the banl:a to 11alte arrangeaenh 

~rebT pa:rroll wagu could be aat . 

~) It 1e our plan that the bank of J:naland ehoud announce, 

prebabl:r da1l:r, fore1gn excban ge ratee for ate rUng and tba 

bru31Dg institutions would ba authorized to aupplJ foreign ex­

for bona fide reaeone. !harefore .r.­

erloan oiUzene who happen t o be 1D tbe Ul: on tbe patbreak of war 

vould be able to oaeh traveller• obeolr.e , eto. 

8But adds on bl& own 'ICJ own ii>IJ)l'eaelon 1s that there are 

two ahcools of thought ae to t he r ate at which the pound will be 

n olued 1n t erms of dollars when dell1nga begin alter tbe outbreak 

But I feel reaeonablJ sure that those who favor an i­

aedlate and sharp depreciation of tbe pound wUl prna1l and tha' 

the aterl1ng dollar rate as first an ounced b7 t he B of & after 

tbe outbreak of war would ebow a verr considerable depreciatioa 

or t he pound ae compared with the preadent level." 

(Return1nsfH4#Hafter ao11e ·excited col oqu:r, lead bJ Wallace) 

4) fbe atoclr. excbangea w1ll be abut upon the outbreak of 

The Drit ~reaa intende to repone the11 •• aoon •• 

praotloable but realizes it 1a impoeei ble now to set &DJ def1D1t 

Ptrlocl. 1Daeumuch ae tbe abutting ot t be etoclr. ex~• would be 

to prevent an:r panlc selling fro• developing. 

~) Under t he present war plane tbe ~ritieh !reaaur:r will 

411111Pt to continua to tunction in its present bullUng in white­

hall, 1n t he baaellent ot which bombproof aheltera have been con--
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atrucud. 8\lt it 1a reallJ not known whether thla tentat1n ar­

r.,..e~' v1ll pron teaa1ble under actual war condition~ 
fjjjjllj aoea on to repeat warn1ng aa to oontidentlal nature 

;.: 
or lntormat1on, aaJa t hat . ennedaJ oalled up the President Bl~. 

'What are JOur men ao1ng oYer theret Tbr y ought to be 

read1' · HMJR aaya that llb8h rema1na to be done , auggeeta that it 

should be poni blc to get other bourne in oountrlu belonging to 

fr1part1te, eapeo1allJ Bolland, 8v1herland and "elgiua, to agree 

to a coordinat ed plan. 1It could announoe there 1a aueh a plan, 

ton 1t rou th1nlt that would be YerJ reaaaur 1ngt 1 

Frank node yea. Idea 1s d1aeuaaed baok and forth, BKJR ear­

leg 1t v111 be well 1 to aoYe together 1t we do aoY8 1 , while Fe1a 

obJects that H rumore got about t hat all world aeouritiea would 

be closed 1n event ot var, depreeaant e f fect would be aerioua. 

finally adopted: 1Vel 1., I would do narJ-

1~ possible to keep t he market open, but we ought to be readf· 

Locg d1aeal8ion gou on. Vhlte auggeets t hat agreement of pro­

por sort m1ght haTe yery bullleh efteete. loclee apeak• on the 

aide or market-oloe1ng, a8Jlng it 18 alao bull1ab. BXJR then 

·~eats that cons i der at ion of tble aarket queat1on be adJourned 

for 24 hours , wh1le aYoryone etud1ee it carefUll y. In oouree o 

talk, lfh1te ae_ya that Brit1Bb ban t iiOO,OOO,OOO in A& eac out ot 

13,200, 000, 000 total, rranoe baa about tee , 000, 000 an.d lletber­

landa $600,000,000. DevaluatiDil bJ Brit18h 1a aleo discussed at 

Y&l.lace 'a requeet .[!_MJR aaJ• , • I • 1.1 tell you ll.ow that I' ll go 

through the eue aotione, UlJ aore yiolenetlJ ' that we di d 1D 

keep t hem from doing 1t. I think I would take en­

••:u-ll!emen t r rom that the tact that we oould 4o 1 t i n December, 

es 
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es 

ce~ they eerved not1oe ~~o or threet~e• that the pound vould 

go below fl .&o and couldn
0 

t tell w ere 1t vould atop. Wife vere 

a1llt to teep thea troa do1Jig 1t. •o QUilt ion the pound 11 peg -

st4 an4 theY did neryth1ng ner there, ve hn1Jig the 411t1not 

adnntage or thea. I ahoul~ th1hlt ve 14 have a 'better chance to 

Ilk• thea continue to peg the i)Ound 1n cue of vu than ve bed 1n 

Dtce~er, were ve reall7 4.1dn 1 t han n rr auoh other than .ora1 

lllllu.nce ·.J 
RMJR euggeate eetabl1&hment of ooaa1ttee tor regular ooneul-

laUon when neoesaarr . Bar~7 1fh1te enda aeet1Jig b7 ewu.rr1z1ng 

>Ou1l>1lit1ee rlth regard to exohange11 

"!here are four rather obrtoua onee. One 11 to ol011 the ex­

·~••, ee baa been 41eouased. !be eeoond 1a to toll ov the pro­

cl<lure that rour coamod1t7 exohangea adopted v1th eoae ooamo41t-

1u, of l11111t1Jig the extent ot decline 1n terae ot peroenh.ae ot 

each daya ' eoth1ty. A thiN poaa1b1l1tr 01 to create eoae gon 

q unoy end proTide 1t v1th povere t o a cquire secur1tiee under 

c1rou:uor1l>ed c...J1t1one, 1n an atteapt to eupport the market . 

ADd the fourth 1s to r educe the hour• or t he exchange. 1 

Yallaoe anaarlta a1 • o ooamo4.1t1el aet~, 11'he aoaont 1t 'be­

~· to l>eooae e tteot1n, thaJ all tGrD to lticlt1Jig, I enure JOUo 
1 

APRIL 12:- P1ret thins 1n a.a. 1D1JR call• Bae1l ~arru at P1ne­

huret f1rat thing 1n aorn1ng, el1gb.tly delaying h1a golf gaae, 

10 atlt h1a to atop at l'r1 a.1 on h1e vay •orth to get b.11 ott1oa 

•et up ready, 1n caee ot eaergencr. "A couple of trial rune•. 
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aa=e daY at 11;45 Banes, Vbite, foley, Lochhead and Bernstein 

1111 111 !DIJR' • ornoe to consider drafts of proposals for Joint 

aotlon wHh tripartite powers. HMJR g1vea his own ideu, •I thiJilt 

~ ., ought to have a sort of preamble, 1 In view of the fact that GB 

~· 900 million dollars worth of American aecuritiea, plua so IIUOU 

or gold on earmark, plus eo much of the d ifferent things, or a to­

tal ot tvo or three billion doll ars here; and that li'rance baa eo 

1uoh and Svitserl and eo 1111ch and Bol l and eo much; and in Yiew ot 

the .ac • that it hae been the pol icy ot the u- gort to otter a 

~ten or refuge to tunde seeking both investment and 

rol ey Protection? Vbite Seoruity. 

OUR ~curity; and it ia our desire that we will be able to con­

I !Aue to do eo; we therefore teal that in the interests ot etabi­

l1t71t would be desirable tor he tripartite countries to oon-
-, 

•ill•t and aee it we oan' t take steps which are mutually advan-

tae-ous tor both the gorta and individuals who ha•e their aoney 1 

ln our aeourituies and on depos it here. 1 C 
llov that accoapl1ehee ay big thought and the h.1nt ia that 

t r • t 
I ter all, over t he resident a s i tnat ..re we oan toaorrov reese 

n ery dollar balance here. Abd it thes e tel l ove won't pla)' ball , 

... 11 do 1t, instead ot sitting here like suollera and lett ing t b3 

duop the 1r a• k .oo a on us. 

!hie preamble I'•e got 11 enough ot a hint-- thee tall ows 
• 

or. 12 art-- to show what we '•e got in mind . Vs don At a a)' a word 

about whether we will or won· t pay t :so an ounce, whiob the i' reno 

t111Anc11ll attache asked me about onl)' yesterday • 

lf e •u throw out the hinl, tiret and t h en ea)', ' You sent your 
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stoff 
0
yer here and ve'n paid you a good prioe. IT'• here nov, 

at>d ve'll take care or i t; it 'a all right. We ' n got Just th1a 

111
u

1 
tavor to aalt or you; that you corral thU at urr and have 

tbe aach1nery aet up to do 1 t in an llollr 1 8 notioe, eo that we do 

don' t vake up here and have sales or a b1ll1on dollars vo!lth or 

ucur1t1ea at the market some morning and we 1·n got to olose the 

urset. 1 

There roUoved aoae cUaouss i on or the proportion at foreign 

C8 

cvned to Aaaerloan owned esouritiea • Ranee augveeud that ~Urg1 V\ 

,..quire:.enta ought to be lowered, and BICJR aeked h111 to talk t o 

!:eeles about it 1n the afternoon. Loohhead asked 4 anee H' he 

recalled an7 authority 1n the SEC p era1tt1ng order against ealea 

or tore1gn-ovn" d etour1ti ea. Banes said there vae none, but brougbr­

cut that b~tnlte were the usual media or tb.eae ealee. Illes points 

cut, •It the eeoretary bee the JP:'er ot treedng t heir bala.nces 

eo they oouldn' t take the money out, t b.ere' s no 1noent1 ve to the • 

to sell. 1 

' I!IIJR The t hing I don t l11te 1a that I don t want t o eay were 
• 

golog to put on exohange control. What's more, I don_t th1nk n 

1t ' 1 noceaaary. I a an oall up George lla r ,•ieon and ear George--­

! ::ean he'd ait 1n on the thing &D.JV•r--- George I want rou to 

C&L up every banlt pree1dent 1n IIY ton1gb.t and ear, this 18 the 
1reaaury program, v1l l you play ball ' 'l'bere' ll be nothing 1n 

vr1t1ng, but he'll get every ban pree1dent; they'll all do it, 

and teohn1oallr we von • t have a lapped on exohange cont rol. 

V!U.te: It' • well to try that tirst . JIMJR, OH it v1ll vor l<. 

f.ute, Well, it's vhat the English do. BXJRI K1 obJective i e t 
1'1' to k eep the markets open, 'Bue1neae aa ueu!ll, l that should 
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1>0 our algll. 

aanu• Ob ot oouree, 1t 'a eae)' to oloae, 'but Ula a hell or 

1 
Job to open agll.1n; and 1t 1 e avtull J eaa7 to alap on toreip 

exoballge control• and 1t 1 e avtull)' hard to undo it, 

Wl'l'EI and with their lr.nowladge that exohange control 1e poea1'bl 

thert 1e a great 1ncent1n to plaJ 'ba.ll. 

IIMJR then IIJ8guta that George 11arr 1eon and Xartin ought to 

he brought into ooneultat1on at once. Hanaa aa)'e that Xart1D ie 

an.t, but hu been unt tor, fa1Dce ith1e i e no t~ t or the 

prea1dent ot t he n atoolr. exchange to 'be 1D Jaaai~:J 

(;9 

BXJR &IJ8Seate that when ooamun1cation to tripartite agreeaent 

oellhere 11 complete, 1t would 'be well to telephone 1t to But aD4 

Coeb, 1We 111 aa7 to thea the wa7 we did be tore, But erwortb. rou 

hie care ot lngland, Collbran, )'OU talta care ot the Continent. 

Uee the telephone. Vb.en you 1 va got the an ewer call ae 'baolr.. 1 

1!11JR then etelephoned Kiae)', told her or previous atternoon'e 

•eet1ng, aa1d he hoped to t1Diah worlr. thia atternoon and haTe 

soaeth1ng read)' tor the President right a~ • 

. lt 3:;)0 p.a. Banea, rol e)', Bernete1n, 11b.1te, YoUDg, Wallace, 

rue, rranlr., Purcell, loolea and Ooldenwe1aer aet again 1n JIIIJll. 

Queetion ot exohangea ia at onoe broiBb.t up. Ganson 

Plu-oell baa prepared aeaorandua, pruented to oo•1•a1on 1D a . a. 

and approved, llerrr y i'ranlr. aelr.a h1a to euamar1u 1t, ,_ 

Purcell goee ab.ea4 , 

' 'l'ry1ng to oona1der 1t perteotl7 ooldld)' on the 'bade or put 

1Unor 7, aarlr.et 1ntluenoea, etc., there are pro'babl7 three tbJ.ng 
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lb1!lgl IIIlich may be anticipated. in the rlent or a decal.ar)ion 

be that foreign holders ot American 

eeouritle& would proceed to liquidate, 1n t ac t dump their eeou­

ri11•• in tbl8 countyr, despite any consideration whicy you have 

received, Mr. Seccetary, from the 0ritieh go..t. Secondly, dos­

uUo 1ecuritiee holders "ould probably be moved to liquidate th• 

~htl.r hold lnga through tear ot the t1r~t , the to reign dWDping • 

.In<! third , #W potential bu.yers will probabl y withdraw from the 

ucur1t1es ow.rkot 1111/I'UI#HHIHfflHIHHMIIHHiif/IWNaa soon 

u var may be declared, through tear. 

It eeec e to ue that principal concern we have 1S with the 

rore1gn holdingo of common stock. It also seems to us that ther 

alternative remedies, with varienta: One to keep the 

open, perhaps eupervieed, and mannged by some govt auth­

ority or agency-- perhaps even a govtmental peg in the markets 

auch ~• Dr. White discuued yesterday. The other would be the 

tel:lporary closing ot tho exchanges and eome regulatory tor.e , 

•\ther governmental or otherviee, whi ch is exterted upon brokers 

and reg1atered dealers in the over the countr market. 

Against making public. Suggee~e best course will be to 

close Al l world markets contemporaneously, then reopening on 

rt str1ct ed basia. Aga ins t a go..tmental peg, ae it would •mean 

• large govtal position overhallfing market at all ti es• · 

~ then discusses roaulte or a.m. meet ing, pointing out that tri­

Partite countries have 500 mill ion o! earmarked gold, a billion 

ln bank deposita a billion of direct invest ments and two billion 

ot Atter1oan eeour1tiea . Outlines plan !or message, •we feel thA 
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lbt 111terutl or the membera or the tripartite aooord mow lllke it 

4,.1nble that there be ~t ooneultation d1reoted toward prot­

eotl.llg the ucurl..tiea and _,, llal'lteta ib ennt or war 1A lurope, 

a.o4 agreeing upon etteotin Maaurea t or that purpoee; vUh J>U'­

u ouar regard to preventiDS paaloltJ IUJ'keting and v.UUMaloD or 

asete111n the marll:eta or other countriea. Our Joint 1Atereat 1A 

th1t prcblell, together with the record or aathraoto.r)' ooopera.­

llon •eng the member• a4her6JIC to the tripartite accord, lhould 

the auo eae ot euoh oonaultation. We would appreciate a 

expreaa1on of the attitude or )'Our SOrt• 1 

' Well, what we're going to 117 to them nov ia, 1We 1re 

Uckled to death to haTe :rour eaone)' and :rour gold and talto oare 

ot 1t Cor you. We han otrerld )'OU abann or retuge. low we 

are mak1ng a auggeetion vl.ioh we thiAll: 11 autuall:r adnntageoue, 

that each gort talte onr the eeouri tiee ot ita nationala, J>U'-

11olllarl:r American eeouritiea, and agree with ua t hat the)' will 

El oell an)' or §eee .. our1tiea without tiret ooneult1ng u0 

11ov hov can we aalte thea babaTe. We oan aalte thea beban 

because we ban- and o« courae th1e ie triple confidential--­

•• hu e an excutin order drawn up 'llhl.oh we will aubai~ to the 

lraudent toaorrov eaorniDS, it hf daoidea it 11 the ti.1Dg to 

do, We 1 re going to aalt the Preaident to g1 n ua the author it)' 

•• have to put 1A ooapleta exohlll p control. !'he 1apl1oat1on 

to these countriee 11 that 1t the)' lhould duap their Aaerioan 

1101ll'1tuee, we will J11at treeae their account a.' 

In that '11&7 I th1Dll: we oan prennt the toreip aelliDC. 

llCCLEa •III!Seate sorte a1Sbt need aoae t1ae to telte thetio 

31 
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cauonala' securitie s, and Morgenthau agrees that it might be weJ. 

~0 be ready to close our ea ohanges tor a tew daya which •would 

Juat g1ve these gorts time to put their machinery in order• • 

J!lUII adds there e 11ttle incentive to dU.IIIp. • 
•we won t sake the 

dollar exchange ava ilable . !he:y want dol lara, well, they o u(t 

bUS theao 0 · 

~ suggests that aanr or foreign securities aay ba 

b14den troa the gorte, perhaps as auch ae halt , to which IDio1Jl 

rtpl1u that 'that_ s why 'Ill should have exchange control weapon 

rt14J and loaded 1 • HXJR goes on that free zing deposit a succeed 

~ 1n the oaee or Czeoho, ' and there· a waan t a bank that retused 1 , 

• 
Goldwei ser pointe out t hat tripartite nations will not want 

to get : oney out country, so long •as t he:y have tree use ot t heir 

bank deposita here •. 'But I 'll freeze their balances •, says IDio1Jl 

i4elee, 1 'l'be:y can ' t even use it within the country! 1 IDIJR, !hat• 

the big threat •. 

WHu t elephones euddenly, BXBR epeake in to it , answers, 

'Hello--swell-thank you eo much. • !hen t o the others, 'we've 

&ol • deadline; the President aa:ye he wants, the ansW<' r to this 

b7 five o 1 clock. 1 

Wallace brings up question o! What would be done a• to 

Ule lllllde or tripartite mone:y in this country tor purchasing 

Here too, HKJR aays he has power to control. 

bUR, !o answer you, the President asked the other day, 'What 

1! 
u e You go ing to do in the t1ret t hree months they drive copper 

an~ ao forth up too b ight o Bare rou have your control. • r ole:r 

•tde, 'Cont rol price a b7 controlling expenditure•. 

92 
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ftll blovt up, announce• t hat be aust l eave to report to the !leo 

of s;ace. HMJR defends what they have been dol.ng, says he haa had 

Uttl• 1ntoraat1on fro• State, does Dot real l y know whether war ia 

00
, 1.,g, but that ~don' t lUnd t elli.ng you thtat General Craig hat 

~"'' told ce that i t there is anything that 1 1 gol.ng to happen, 1t 

,111 happen within the next three daya.:;J One oountr;r after another 

It .. b111t1ng, and we have no plan here to meet t he situation. 

What would happen i f war should break d url.ng the nigbtt • 

f eia replies that nothlng baa been talked of beyond the re­

perou881ons 1n the securi ties exohange e . Frank remarlta that the• 

~ likely to be grave. r eaie enapa back, 1I think there have b 

been serious ep1aodes 1n t he seourit i ea exohangee be t ote t h i s, 

&ad lbe world vaen 1 t made over. 1 As r eu leavee, 11111te aske, 1t 

11'b1nk you can tlnd your wayf 1 reis, exiting, 1I find a:r wa:r i n 

a world that looks s lightly different to me from the one that I 

entered ', I!MJr makes a Joke a bout a drink. 

Vallece L ben reports on hie coa -todity exchange a, says t hat 

he bas no power to close, possibly the President has, think a he 

0&!1 do it by suasion, but c losing vill be no use unleea L1Yerpoo> 

aDd V1nn1peg are included. RMJR thereupo.ll suggests that clos1n 

U•e~ool and Villnipeg exeh&ngea be included in message s to tri­

Pll'Hte agreecent a ignere. RMJR then a lite people all round the 

lable, beginning with Ecole a, 'Are your frighten d t 1 ltoc l ea 

"'Pllea, 1I 1 Ye been soared a dAIIn sight voree than thU 1n &7 

lite• • liMJR then oalle G Harrison in lfY, tells him be vanta 

hie~ Knoke to be in his off i ce at 9:30 a.a. the next day. 

1'1• t hey have been d i acusaiin war problema. HarrUon replies 
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)la'fill8 a aeU1ng of all 113' ott1oera now to tali onr the au 

lhlJCI'. 

Jcclea then euggeata that axohallge algbt be kept 1 teohn1oall7 

~n' by ue1ng the ain1aua price deY1oa illYanted 1n 191•. Jo quo­

uuons al owed, loane pera1tted at laat aellillg price of ae0Ul'­

!11et, pera1tt1ng onlJ bona t1de traneaoUona. Ranee ll&ltea hie 

1uggeoUon u to reduo1ng margin requireaenta. &coles rather re­

luctant.Banu Iaili that 'I aa not ill •J&P&thJ at all with oloa1D 

the exchm ge '. #11.11(11# Ranee add a that b7 lowering margin re­

q111reunta, putting in a ten par cent liait on tluotuationa, 

ut411 prennt1Dg foreign dumping, hie obJeet1n oan be aohiend 

l'b.U brings up Wallaoe 1 a e:z:peer1enee 1il. tb l1a1t1ng nuotuat1on 

on COLod1tJ aarketa, wbiob he aa:re waa fa1roJ aucceaatul. IIIIJJl 

rtcalle that 1 I waa a wheat operator one for Ill'. 8 allaoe. I one a 

boll&ht f ive million bushels of wheat ill three ainutu and then 

tainted. !bat wae no Joke. • IDIJJl alao auggeata that head or 

nook exchange be called ill. Banes •&J• llartin ia awa:r, to get 

1441e Bartlett. !bare 11 a abort 1dreae rehearaal, 1 •• IIIIJJl 

eUla it, ot what ia to be aaid to the l'raa1dent. Be gina U. 

'1111 President, we need an exeoutiYe order; I'Ll haYe it raad:r 

to that it you think st is nee to uae it we oan put on toralgn 

11Change control. I'a aaking :rou thn1Cbt wether :rou will •&J 
10 •• verball:r that it ia all right to give it to the Attorne:r 

~tner&l, beoauee be Mid he could aet up a coa 1ttee to work 

ell night to go over it for aa. I'd alae like t o aak :rou to 

approve my sounding out through our !reuur:r repraeentat1na ill 

Loo.!on and l'ar1e, YerJ illfonu.l.l:r and toniCbt, -- 1t we 4o it 
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1001&1>' ,lleJ can go to vorlr. toaorrov a.a. -- and the t ilt-ought 1e 

IJill ,heJ should follow the lllgl1eh plan, ao t~t aaongat tr1p&-

til'• countr1ea therl ahouJ.d be concerted action. I Just v1eh 

10 1
tart tlleae oonYereat1one and t~t ' • aa tar a e I can go. • 

rrllllt' 1 executive 

tat1on to Oan&da. 

8d a'U tllcl.t. 1It 

order 1a aleo aent1on d, and ~lace'• appl1-

loolea ende aeet1ng v1th h1e report on Rea 
•• 

v1~l be the pol1cr of the ea eretea, the Rea 

lank•, to atend readf to ulr.e adY&Dcea on son aeourt1ea at par 

llllder certain c1rouaatanoee. 1 

& 
On return 1'roa rea1dent , at 11:410 p.a. , they sather 1n JDIJlla .. 

off1ee-- llanea, Wb1te, Du1'f1eld, Bernete1n, Lochhead, re1e, roleJ, 

ao4 'rank. IIMJR calla Bull, who 11 tired but eaya, 10b I'" been 

teep1ng 1n good vorll:1ng dond1t1on and lr.eep1ng pretty oloae at 1t; 

Iaporta, obJeota t o lr.eep aarlr.etl open 11' pon1ble, 1nvolr.e exc~ 

control only 11' neoeuary. Deaor1bee order a sent M. Iars Va1-

lace llae gone to vorll: on appeal on Pree1dent 
1 

1 behalf to OOII~o­

dUJ exchangea, set t ing thea to oloae. Reade atatement to be 

rta4 'o Cochran aDd llut teroln'th. 
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fall au• J:I)(Jll.l<e auuranoa that ap~roaah to tripartite u tiOBa i 

I.AfOlTU no def1n1te oo11:1i taent. Bull repl1ee, "Well, then, ott­

!laJI4, 1t looks all right • . BIUJl then aalul to ban 'e1• ooae 

• be bav1ng gone to hie offi ce in State to vrite out account b&C•, 
o! :eet1ng which h&d &g1tated h1a. Oalle are then put through 

tor cochran and Butterworth. G-obhead reporte in lull that he 

~· Juat t alked to BoB, that they had eent tl-6 ,000))000 in 

gold during the day, and •were buay boxing up t 26, 000, 000 tor 

,.uterlan<l1JIDIJR alao gi..-ea account ot Praeident'e reao,ion, 
• -oieh vee, 'I oan t s ee an7th1ng the matter with th1a. All 1t 

~· u look &fter our own 1Dtereata • . !bay are all harlng 

ue~y, and when Feie ccmea 1D BIUJl •ar• in conciliatory t one, 

'Bello Herbert , having a little drinki et• 

BIIJR then gets through to B. Karle Cochran, reads h11D the 

e011llunioat1on to tha tripartite countries, Cochran repliee , 1 I 

bue u•. BMJR t ell• h1a t o •put th1e up to rranoa, Belgium, 

Eolland and Swi urland1 • !here i e aoae di ttioulty, beoauee 

>Mle Cochran knowe of British plan ae tranaa1tted by But~er­

wortb, be cannot aent i on it to other nations. !here ie also a 

UtUe cUt t iculty because both the Belgian and ltwin m1n1etere 

ot !1nanoe are new men not mown to Ooahren. IDIJR gi'I'U b1a per­

>lsl1on t o 'do i t through the central banl<e1 , and Cochran then 

Protlaea the twenty-tour hour date line demanded by IDIJR will 1M 

aet. l!IIJR, "Ill .# Uee your own bead, that · a allll. I leave it to 

lou. ' 'l'here 1e gnneral talk. 

Ptaee, G.uggeate tha t it there 

or l t&ly oay be aoc, mpliehed J 
Cochran predi cts there will be 

ie a lit t le aora t1ae, appeaeecent 
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!ben there 1a eoaetrouble ru.nn1ng Prank ltllrpb:r to grouru1 

Trtlll and role:r are 1D search o f hill, with the executive orders. 

1
, lt~h JCorgenthau ruDe h1a down at hie ovn rooa in Vaah1ngton 

97 

Jotel oa Vbite House phone. !here i s aleo trouble with 11he London 

oJ.rOulU, and Loohbead ia lett to read maeeage to Buttarvorth and 

to uk b1m to explain to London that it waa being banded to other 

•••bere ot tripa rtite. J'eie asks to be all owed to 'Bleep on Oanaia, • 

~ muR agreea.~KKJR aentlona that someone had given Preeident 

l!ea that ' when I t alk on the telephone eeventeen different na-

llorM can lilt.en 1n •. lla:rs this 1e untrue. Lochhead adds that 

E!UI\ 18 right. 1 'rhe telephone coapaniee not onl:r put theee G&J.+e 

oo ho wave lengtha, one a r n on one and the other on another, but 

theJ'n got a new ayatea with an autoaatio vave lengt., transmis-

sion changer, Ivery so many second the things awitehee to another 

vue :bengtb, and you can only pick up one or two vords on each. • 

'I've spent t l 6,000 trying to break these trans-Atlantic 

codes . Ye oouldn 1 t do i t ): and we've got the emarteet peopl e 1n 

the ccuntr:r ~ 

URIL 1~:- HUf1111 lhie aorn1ng at 9:~ Ranee, Lochhead, O..eton, 

ieolee, 0arr1eon, ltncke, Goldenweiser, J'ranlt, Purcell, loitlliiUw 

Carl B. Robbins and I HI JV'l Duvel ot Agrio. • J'eh and Edward lb­
larnett, vice preeident or IIY s t ock e xoh&nge, who 18 not present 
11 tlrat. I!)(JR begins by explaining purposes or aeet1ngs, and t 

~~ dee ire not to i mpoae exobange controls • '1'alke over Canadian 

Prob1e,. Wi th fe1a, who auggeate a.ak1ng Oanda1an govt to eendH 
1 1Ptolal man down to talk, probabl:r the Onder Secretary of J'i­

lllllee. l!Arriaon repprte on t1nd1nga or b.U liY a ee t1nga, ' Our 
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"'t particular concern vaa the IIY •oney ~~arket , includ1ng the 

aarl•' and exohllngee, t he attect ~pon credit and t he go...t bond 

..,.ut. lie me.da a st~d)' of 1914, b~t co~ldn 't find an;rth1ng trom 

tut experience t~ would raall;r help ~a. I n taot the eituat ion 

11 80 changed that might expaot almoet the raTOree of everything 

wt happened then. 1 lla;ra 1111 one concern vaa to know gon po-

1101 u to markets, and t hat this queeuon had now bean anewarad 

;r l!li.JR' s opening stat ement. 

'!'hen vbet would be ;rour attitude on gold and tore1gn exohenge 

eoatroU I preewae po~ vouldn' t want to i net1tuta foreign ex­

ehange control at t he mo•ent, oa ~a sa somet hi ng developed to 

Ioree 1t. On gol d , I aae- a, tro• :rour poeition on ex che.ngee 

~d the market, that )b• would cont inue )our preeent gold poli­

cy', I!MJR repl i es , 1 1'he way I teel, I ' d like to hang a aign 

en •7 door, ' Buaineaa aa usual ' •, Polls meeting, and they all 

ogree. Barr1eon says, 'I hoped that pould be the conolua1on 

re> all would r each •, Be then a~geeta that i uediatel;r on 

er1Ue c01111ng to head, go...t 'bond market would danlop earioue 

Qratione, wbiob would later iron out vall ano~. IDIJR aaye 

llat " I 'll eay right now, tor the gonrru:tent 'bond market, we're 

!'ti4J to put up up to lloo,ooo,ooo.l to -1nt a1n an orderlf 

l&l'ket ' . 

Eoc •ea aaye that Rea ll'l't&m abould be ready t o lend to 'banlte 

oo 80Yta at par, not only mem'ber ba •k• 'but anr;rona. Barr18on 
I 

~'Uta 1n, 'I thi nk, I don t mean th18 in an:r but a t r1endl;r eenae, 

but 1 th1nlt you ' r a almost a pike r 1n tallting in terms ot •100•­

OOo, 1 HMJR, 1 '!'hen ve 'ra talking 1n teraaa ot . 200, 000, 000. Yo~ 
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~;~ to raise met • Harri son, Ye a, I do. BXJR, Bov auoht 

JoOlU, J th1nl< ve ought to ge t authority to buy at leut 

poo,ooo,ooo. BXJB, Well, I ' ll pl•y table stuea. I 'Lll aee 

' 'llll&ttfer you raise me. 1 !hey recall that i t • a long t1ae , 

beoause of hugh e xoees reaervee, einoe Rea S7stem i noreaee Us 

CO~ bond portfolio; BMJ1\ eays that he is ready to do ' vbatenr 

11 neoeuarJ'. 

Rarr ieon then talks over aethods or dealing v1th bond aarket , 

reearkl that he thil)ks its should be peuible to pereuade aa1n 

b~e to 'bold on to their bonds 1 

Bartlett 18 then brought it, reports on Stooll e.xoh&llgs aeetlnga, 

o!tere suggest i on or 10 per cent a1ni aal declines in oaee or 1aa. 

cont rollable liquidation•, and reduction ot margin requ1re11enta 

to ~ per cent, the stock exchange minimum. Also predicts this 

var will be !1dtferent. 'A lot ot people remember that laet var 

vu bullish on the market o. The meeting breaks up. 

larl uer 1nthe day Earl Bailie had call ed to say that he vould 

e pleaeed to come dovn a e one or the special adviser•. 

b 4.p/m/ Hanes, White, Lochhead, Bernstein, .roley, &ocl es, 

Har,•1son and lnolte reconvened in HliJ'R1 s otr ice , heard f1ret re­

port that AIJ Mu~~ggling over detail 1n exeout1ve erder, 

b7 vlllob the President demand,.-: reports on all tore1gn exchange 

holdings here. Jllt1R tten aelts OHarrison what steps ehould be ta­

ken v1tb regard to NY banks in event ot var. l:llphaeh u 'volun­

tary bAlls •' suggests lht or request a ehou!d be drawn up, ehovn 

b~a. ' These are th e t hings t he adllinietrat1on is going to aalt 

IOU to do on a voluntAry 

and ,_ 
"""" in vh1ch &COlee 

bAsis 1 • Attar soae t alk between &eels 

agrese t o baoJt treaa, har ieon apeate: 

S9 
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OJetore ~be MuniGb or1ah we aade a ooaple~a &UM&J •n the 

Je• tort bank or the 19U nrelltl the 1938#1i.HIH eituat1on. 

'!be one tb1ng we relt we der1n1tel7 needed wae a banker• 

eou!Hte to wbiob S: might go 1n a hiU'l';y on an7 uttar conoernin 

ored1t, gold, loans , foreign ezobange or &n)'thing alae the 

rreaaury vented. •contact coa 1ttee or IU.l'ket oollr.l ittee•. 

la)'a he talked then with all banlte , round thea 1der1nitelJ wU-

11og to do 1J17tb1ng the~ lecallJ can 1 • 1 1o all I would ban to 

11o would be put up an7 queation to the coa - ittee and let tb• do 

~00 

!he 41rtJ work' . Jlleporta all bank• probablJ would not unload tbe1r 

gon boncla. Blocking roreisn aooounte, bown·er, IIIII would be 

illt1cult, einoe the banlte would ban to be asked to d1a1Jonor a 

~~ ot an indi•idual aooount-holder. luggaete there would baTe 

10 be an order. !he# others then point out that ieauanoe of tb 

exeouth e order• already prepared would rel11YI the bank& or &n7 

legal l1abil1t7 ria ked bJ d1abonoring draft a. 

1D1JR then report•, •we had a call rro• Ooohran, wbo lAW Paw. 

ReJDaud toda7, and ~eJft&ud eaid he d1dn' t tb1nlt t b1e thing would 

1oter.,t bla--- th1a ie triple cont1denU al-- beoauae he tiU ' t 

want to do anything wbicb would keep rranoa trOll being the nann 
~ . 

or retuge tor luropean oap1tal; and be ralt eure thAt .ranee would 

be tbe one pl&oe ey r 7one would want to ooae to, and he wanted t 

10 do everything t o enooru&gel p eople t o eend their aone7 tbe1r. • 

~r1aoo; fberefore b e would not ae a oorll&r7 to that want to 

t~eer or requiaition French b&lancae here . Well, I ' ll bet 

fou • nickel be 'll be doing 1t 1n two veelta, 1t it 0 & not too late; 
ltter the var etarte • • 
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i,r.uoo'• oo.aitU8 i8 approved, but he arguee aga i.oat ae tti.og u 
~ ~ advanee , bbeoauae 11t will get out , on top or all the other 

!'UIOt• ' and .. lte a hell or a lot or trouble 1.o the marltet. 

lao•• adda, 1I agree91 these fellows thinlt that the govt has inf or­

cat1on that nobody alae has at all. As a matter or taot •Ja've got 

rerY ll ttl e, but t hey t h inlt we 've got an awful lot • . 

!ll!JI Ul~n aalta Eoclea tor report on govt bond marltet deo id.on. 

k elu aaya that !lubJect to t elephonic approval or other aembere , 

1 ban quorua ot the Rae Bd aeet1ng earl) 1n the afternoon had 

authorized govt bond purchase a up to t eoo, 000, 000. 

bGohkead remarlte, 1 I t yours goi ng t o cover thoae t abl e staltea, 

• • ~Y have t o uae acme gold chipe. 1 IIMJR, Meaning whatt L, Yell 

roa vould begin by uaing up the speci al twoe. IIMJR About 1180,-

000,00J . L, After you exhaus ted that, what fund would you buy 

treat HXJR, There is only one f und. L, lltab1lhat1on. HMJR, Yea. 
L 
L, That would be gold ch1pa, because ke ' d have to t hrow acm8 gold 

1n the Rea. Syst em. ..olea, Well, a little more or leas won ' t 

we an1 dif f erence. llhite , Xar r1ner i a devclopi nr an iatlun1t7 

~ uceu reeervea. Eccles; Bell, I've had i t t or a long t ime. 

!here l a then a long d1sca asion ot technical details ot 

son bond purchuea, intended to be «one by IIY 1'14 a a tiaoal 

agent tor t he Joint account ot Rea Bd and !rreu. 

labors ot Ooohran atill further. 
I 

HkJR then reports on 

HlllUiiMIIIHNIJUIHIIHI Prance waa not intere• ted, but llwit~ 

t rland H 1 d 'l'bs ir • o .. l and and Bal giua all were , 1n varyi ng agrees. 

i Q1 
- 4 
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dlltleultY lay in acting aa members ot tripartite, to which lngland 

aJIII rrance were part1ea, 7et pruerving their nelltral1ty# vie a 

tit i11e other powere. BKnl ha4 alrea4¥ aeeured thall that, till~ 

IUI4erttaa41ng the aollndneaa ot th1& attuld, he wollld malte no tur­

oonalllting thea. !be Qlleati on, 1n hie view, waa 

en the United 8tatee and each OOilntry 1ntereated, 

the oollntriea theaeelvea. Be aleo reported that 

00118 down on - aturday. !be rrenoh lack ot 1ntel"-

.. ,, 1t was decided, wae not ae 111portant ae i t might be , e1nce 

t~e l'renob bold1nge in actllal eecuritiee were only abollt a Qllarter 

bUUon, and ann ehort- tera bal ances onl:r abollt the eaae. 

t hat he llnderetande Ba71l&lld 1 e argument, an711a:r, a1nce 

tbe rrencb, alone aaong Ellropean naUona han been gal.ning capi­

hl 1n the laet aonthe. IIXJR Aalo reada cable troa Bllt t erworth. 

file British he aa1d, intormall 7 intimated 1 '1'be7 wollld welcoae 

•us>eetion ot conallltat1n exchange ot rtew. !he:r Naarltad 

tb&' the aatter ot bank depoei ta and e&r~~arked gold eeeaed to 

tbea to t&ll into a aoaewhat d1tterent category troa the Qll&l-

11oo or aarltet1ng aeouritiea; that i .n the ennt ot war they woul 

4 expect to Ilia the available dollar tllnda for purohaeing Allel"-

ltlD prodllcta and 88 regarda earmarked gold they hoped they 

eottld u suae the US wollld oontinlle to gin dol l are 1n exchange 

tor such gold whioh 11ltew1ee they wollld \lee tor purohaee a in the 

0•· fhe7 vent on to aay that they thea eelvea had had 1n aind the 

quuuon ot approachi ng the monetary allthoritiee on the problea 

or dealing with the holdings ot Amer i can aeeur1t1ea~ wishing to 

ObtUo l'lu!de t rom these t here a eemed t o be only two pou1ble 
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••tbocll 1, u ll1ng the aeour1t1ea, and 2, borrowing aga1tlst th• 

!!IOJ prtttrrd borrowing, but doubted teaaib1litJ, aaked whether 

lh•T could eo so b7 g1Ying securities to etraw man and letting 

alrav man borrow. eoae thought , 1tl regard to th1a, that one ot 

our govt voorp_orationa 111 t handle matter, keeping aeouritiea aa 

collateral. ::.::::----
.ll'RlL 14, da7 ot wait1.ng • 

.ll'RlL 1~, meeting with Banes, !)aston, Eh1te, Bell, Lochhead, 

Strntle1n, Jeu Jones, 'loele a, Harr iSon, J'ranlt, 7uroell, Val-

lac· , !!DbH ns and reu. Eccles begins b7 reporting that the 

at• SyateCif open market oo110ittee, call ed b7 telephone, had tully 

apprond bond-buying plan. BXJR then goea r ound the room. .rranlt 

reports litO is tor keeping market open it poee1ble, Jrotea close 

watch muot be kept tor developing panic, and suggests atreng­

lben1ng terms of ot proposed tripart i ta agreement arrangement. 

C~1ls1on adde that it prefers closing the marketa to keeping 

lbea open with reatrictions. •.u already po1tlted out , our 

·~••1on ia tull J prepared, once t he approval of the President 

1a obtained, to laeue orders closing our exobangea with a epsee 

ora rev minutes, i f that beeomea nacaasarr.l Ye rettrt .. te, 

~ver, t hat every endeavor should be made to keep our aarkate 

Queat1onot lEO authoritJ o~er abort -sel l ing 1s raised. 

l'rllll:, Oh, we can play on it llle a piano, 

Vallaoe reports that he has vary simple plan drawn up, tor 

letter or authorization trom president to hia, and telegraa troa 
b.lat b -0 t • various coa~oditJ axehe.nges . Letter troa President 

~ 03 
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,_.,u 6 per cent range or fluctuation. lubJeot of RPC lendillg 

011 
irUUh 1eour1t1ea 1s discussed v1th Jones. loolee adds to 

11.1• ... port that he 1e gettillg reserve banks to agree to lend to 

s.abfr and non-aeaber banlta on go'rt bonde at par. Lochhead report a 
(; 

ch&t vord II& I •leo ocae from ll!lada vi th fegard to coamoditiee, 

cb4t tbeir only important cca,..cd1 ty market is the wheat aarltet 

oi4 •u long •• wheat 1epraotioal l;y a gort. agency up there, thwre 

would be no trouble about it• . Feu ends meetillg vith brief 8¥1-

' "'• epJ;UeDtly ae unreaacnillg as previous one . IIICJR •118geeta that 

u be 11 Yaetl)' disturbed by steps being talten, he can aalte epee. 

~lc obJection When oables are drafted, lo snde AprU aeetillge. 

Sue day at 2 ::50 p.a. Viner, 0 ansen, !Uetler Md IJtevart arrive 

~muR1 a otf i oe a tf8r meeting. All four proaise to ooae to 

treaa ln event of var or threat of it on full tiae. Viner end 

Hansen aay ar:•anguente wil l be di!t1cult, but vill be aade, 

Bl4JR, for some reaeon , tells ~hem of the visit of !over•, t .he 

Canadian, vho11 he had told, •One ot the thillge bothering us U 

U!t pcu1b1l1ty of udng Canada ae a baolt door. We don't vant 

11>&1 t o happen. • 

.IPRIL 16, 1n the enning, after IDIJR get a 1rel14ent' • approval, 
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Oo1Dil back-- XAJIOil ~l :- But1:erwortb cabled troa London that 

'•IJIC' 1ur0pe yaa again aortng into the danger r;one • , be bad been 

t Ollll to talk o..er plana with the Brit1ab 'l'raatiU')'. He bad round 

tMt the general program aet forth in the Munich period atill 

hold good, but that certain .. t tera bad been worked out in greater 

detail. 1) All Brit11b-owed rorei.gn aeoiU'itiea, foreign balan­

ceo and gold would be requisitioned on outbreak ot war . 2)0loae 

~· ror one day. ~) Bank o f £n8land daily announoaaenta ot 

rorelpl exchange rate a. eto, ato, all tbia in previ ous not ea. 

tru•urr 1a::ediately wired Butt erworth to aail copy ot tbie 

uble to Cochran • 

.ll'i!IL ~ : - Cochran Yirea t hat he bad asked 1\uett Yhat atapa 

French 111n1atr7 ot Finance yas planning, and received reply that 

oo de Unite plano exiated. Baaie policy, buaineae a a uaual aa 

aearl7 as poeeible. Another cable of the eame date deaoribee 

talk With Governor PoiU'nier of Banquo de 1 ranee taw ainu tea 

lfler talk with Rue! PoiU'nisr expressed opinion that Minis-

ltr Reynaud would be •xtreaely reluctant to take raatricUve 

IIepa, but profaned ignorance as to plana. laya that laet au­

twan there waa no thought or general aorator1WI, doubts need tor 

one no~t. Expreaaea hope that repatriat i on or Pranob tunda wuld 

bt 'prolonged 1t not aupented by patriotic inatinota in the n ent 

or ~tar•. 1'l'he Policy ia to wait and eee• . 

4PIU!. 18:- 'l'reaeurr oablee Butterworth, exprua1ng aat1ataetion 

\1tb British 'l'rauury plana, auggest1ng that Brit1ab will beat be 
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a)le to obta1D dollar tunde here by ua1ng gold and bal.aneee, waiUDg 

10 110
rrov on or l1quidate aeeurit1es, adding that 1t h'priYah 

oplaiOO of 'reuur)' garneral ooWleel that prhate eouroea 111 tb1a 

<0111ll'1 vould be Wlable to extend ored1t elther to the Brit1eh 

~ ureotl)' or through the medium ot an agenc)' or the Br1tiah 

,orl or a •atrav man 1 ; but that the Jobnaon act would not pro-

)lb1t euoh loane aga inat Aaerioan eeour1t1ea 1t ude by the Ul 

cort or an ageno)' thereof. • Cable notea that plana haYe been 

Nil• tor protection o! AaericaD aarketa, atatu t hat •we would 

b<od n er )' e! . ort toward keeping theae aarket a open t or the order-

11 conduct o! bue1neaa • • 

.llK!L 111:- Xemo froa ll:d Pole)' to IDIJR on l oan• and purobaan on 

!ordgn held American atooka, nationaU&ed b)' a !orel.gn eountr)'. 

~11 1 Loana1 a) B7 private persona, extremely doubtful 

b<cauae or t he Johnson and Meutral1ty Acta. b) Leana b7 federal 

con or ageno1ea thereof- not prohbited b)' Jobnaon or lleutralit)' 

&eta, not i noondatene with the international law of neutral it)' • 

.,ch l10ne could be aade by the IIJ'C, &xport-Iaport Bank or eta­

bU1ut1on tund. !here are, however, 11aitationa aa to the uee of 

aod uount a t o be loaned b7 eueh inatrullentalUiel . II Puebhaae•/ 
•0 B7 prh ate per sona. IIJ'C could finance priYate p~raona and could 

&leo finance a nevl:r oreated corporation which would bU)' aueh ae­

cur-1t1ea. b) !be Export Iaport bank aould bu)' Aaerioan bonda up 

10 • l1m1ted amount, but could not buy atoclu. o) ltab1Uzat1on 

l'llod could malte purchaaea. lop1ea of thU Xeao were given J. 

Joau and t he reaident. , 
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,II!UJ. 1s:- J.tter eoae d1ft1cu1t:r onr part or exeouUn order 

requ11'1nS reporte on all ho1d1Jige or rorelp-owned auet& here, 

Prtllk xurpll;r eenda let t er approTlng !reaaur:r-BO ueouUn order 

10 
Prea1dent. .t.t Treaaur:r, aJ'JR greeta l etter ae 1 aubatantl&l 

eo1Jlroa11o deo i"cU:' 1n our favor•. 

uan. 17 Danny Bell aublllte long aemorandua on var rUk 1Aau.­

l'lll•e, deeor1b1ng experience or world var, ahow1ng the profit 

vat !lAde, and 1n general 1nd1cat1ng thet aue a:ratea alght be 

followed ag&1n. 

Of au• date there ia meao deecr1b1Jig hov role:r aeao on RJ'C 

lending power• under •eutralit;r and Johnson aoh vae handed ton 

J Jones by llliJR at meeting 1A JDI.1R 1a ornoe on afternoon or 

April 16. The nut da:r, a lunda:r, J. Jonea telephoned IDL1R at 

b1a house that be agreed thet hie povera bad bem oor~eotl:r aet 

forth . 

.IPRIL 18:- Meao rroa DJ'JR doubting Prea1dent 1e oonat1tut1onal 

or legal power t o proola1a general IFMffl#til ooamero1al holl-

4&1. l!upport1ng power t o proc1ala bank hol14n, and to c1oae 

lho DAUonal aeouritiee exohangea, 

&aae da:r, JDI.1R, Wall ace, J Jonea, t ranlt, M loo1ea, 

lll4 JV Ranee t rooped oTer to Vbu ror another conf erence with rDR 

PDR opened 4hou"e1on b y aaying, ' In the eyent or war belng de­

clued two daya from nov, I aeauae that you gentlemen have a pro­

Sl'am tor handl ing the aeourit i ea and ootlllllod1t1ea market s •. IDIJll 

ll1d that II program had been prepared, and tbue preeent then re­

ported on their apeoial ! eidle-- aa Prank on exoh&ngea , Eoelea Oil 
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311 111u 11 pol1C7 a.nd bond market operations, ( coa1ng out against 

lob1111'• lower 11argin requirement ) , 'llallaoe on hie com .oditi ee 

,1cllaJil!u l atter, J Jones on plane to l end again at foreign-owned 

,eour1t1ee, and 1D1JR on hie poker gaae in the go-rt bond market . 

fh• President expreseed great pleasure with t he progr eee ~~~&de. 

APRIL 19:- 81****'*emo trom Gravea on apeo1s.l tunct1one ot Oua-

1oa1 aer,.ice, I in event of war involTing uB and II in event of 

var not involving 1111. Nett, to enforce Tarioue licensing#HII# 

rt.,U.tiona lD export s and laporte, uphold embargoe a and see 

Qat no Americana traTel on belligerent Teaaela, and watch oTer 

.uull in Amer i can ports to see t hey keep our and international 

law • 

.ll'iUL 201- Meeting in HHJR' a office in afternoon, Lochhead, Whi te, 

Foley Mrs. Klc ~ and BMJR. SubJect up, a cable from Treasury t o 

Butternl>~h, drafted by EIIJ'JR, oontirming RJ'O ' e legal authority 

lowe lonna against British-owned American securities, but not 

lUk1n;;; &ny polio)' co ami t aent. This was in enswer to request by 

!,1t1sb goTt. IIMJR opened meeting b;y s tat ing that be bad showed 

oeble to 0 Bull, who teared sending cable eince if matter leaked 

1l 1118ht complicate work tor revision or neutral1t)' act. 

THe? HMJR brings up question or Railroada. Basil Harris bae 

~•ed thi s , reminding bill of dreadful experience or last var, .-4 

BJIJi\ bee mention d H to President . BMJR reoalla t hat he etUl 

h&a, 1n residue of wartime tit le or ' Di reotor General or the , 
Rallroad • , wonders whether any power continuu with title· 

SlUl adl a, 1 ltcv the other thing the Pree1dent railed. He sai d 

... -to he vas aeu tant Sec or the Navy be uabbed e'fllr)' sea-going 
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tGS tllOre vu and een~ them al l down to JortoU:, and the next thiJig 

u kll"' soaton bad no ooal and be bad to g h a half ot the• back. 

11 •• are not careful, the l aTJ rtll do i t again. 8o he aa1d aaka 

.. infentory or tuge . 'l'h.at v111. b e Just down ~ aa11 Barril • allJ. 

Al>4 1 w1ll raiee the 'Oreeident one ; I v -ll inolude bargee, both 

ua-go1ng and harbor, ooal barges and domeatio and railroad barges. 

' · .t.t thU meeting it i s noted that neva or Treaaury interest 

hAa st irred Maritille Ooami saion to aot on war rhlt insurance. 

5&:1• daf, Danny Bell submits 1 claalttied &llJimary or t he princi~ 

nr acUY1t1ea of t h e Trea.aury department• . lllCJR vaa deterlll.ned 

to be prepared t or 1be ver7 worst. APril 21 brought another • no­

r&lldum on ' goYt operation or railroads in tills or war• rrom EIIJ'JR1 11 

ott1ce. llemo contained suocin• t recoll!cendation: 1I n view or the 

countless d1tt1culties involved i n govt operation ot the rail-

rode during t he world war and the di srupted condition in vh1cb 

t be car>1ere round themselves after the war, it it i s eontemplated 

that t he railroads are to be operated b7 t he govt if an when a no­

thu var coau, ateps should be talten now t o prepare a comprehen­

•h e lav oonri ng auoh operation. The draft i ng or s uch P law would 

rtqU1re aae1etance or expert s 1n the field or railroad adlliniatra,t 

tlon •. 

&PlUl. 24, llliJR called in Gra7, retired president or the union 
i ac1t1o, Daniel Willard Dan Bell and MeRe7nolda. He announced 

• 
10 rallroad men that in event or war to which Ull vaa a party, the 

!ht would -- ~ ~ ··-
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••aln take over the roads, but would attempt to •eetaltlhb 
JOI"' 
,,e~~ controla 111 the 1ndustry itael! ae t o aeet the transport 

01141 
o! the emergeno)'1 • It was agreed that after thinking pro­

bltl oter, ~ay and Villard would return in two weelte. 

A1IUL 28:- Bawler, rloey, 

lhl ~reasury men deeiring 

Lochhead, and - ernetein conferred, ... 
information ae to Qritieh wartime po-

ucr. luaber of queations prepared and put to Bawler. llbo q~ro­

llleed to t raneaal:t t hea to British "'reaaury. 'l'beee queat t.one con-.. 
earned exchange control and were tehhnioal. 

UI 2: ~mo from Foler on HXJR 1 a dutie a ae aeaber or National 

Mun1t1on s contor l board, together with suggestion that be ap.. 

point a deput r to at end board meetings . 

Ill 
Y.lY 9:- C.R. Gr ay e nd Daniel Villard eubait long le t t er, eug-

guUng that by 1ntel11gent management of freight-routing and 

•lu add1t1ona of rail road equipment, the neoeal1 t 7 for Federal 

control of roads may be avoided. 'rwo days after th1e was aub­

&ltted Grar, who had worked on letter through a eerious 11lne .. , 

4114 ln h1o room at Marflower-- the tiret oasue.ltr. 

II.U 3:- Fole:r and Dernete1n go oyer t o State t o tallt t o Moore 

IM hackvor th nbout a aeries of neutralitr proolalllationa being 

4rallll U.p, Ju.at 1n case br the Treasury, State, War and He.vy 

Oeph, (See Ed about these). 

llU lO:- 'Suggestion of a aan t o bead the liar Induatri es B'd: 

Cllarlea Hoot, Allerioan Roll ing Mill'- !be laet word• being 

••rlbuled on sl1p of paper in penon. 
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1114 -!lAX, l et te r troa Basil llarris, toraall)' deacribiJia hia 1JI-. 

,.,,l&auon o~ shipping situation. And June . Barrie belie••• that 

prtparauons tor ahipp1ng control in the ennt ot war are so1ng 

rorn.r4 aat1stact or1ly. llaritiae Cola!tl1eaion 1a in ohiet charse, 

r1lh Huntington ! . Morae the apecial. expert . 

J11111 5:- .L.etter and Xeao troa B. J:. Ool l1na, aeet direotcr at 

proolll'eaent, deacribing tind i nga ct Interdepartaental ooa,..J.ttee 

00 Statre&i c llateriale. Seta t orth eeri oua exper•enoe ot world 

nr, vben ehortasu ot tUDgeten, llanaaneae and ohroaiu were ao 

urloua that then ores vent to prioea ten t1aee higher than the 

prt•VU level, wen i ndustry had to aalte poorer produota to a&Ye 

NY uter1ala, and when actual tu1ne 1n certain aateriala, auoh 

u plallnua, onlr obtainable b7 ••ussU.O. out ot lo•iet Union, 

faced countr y a s war ended. Expenditure ot at least 1211,000,000 

OD laJ1ng 1n euppliea Of platinua, quinine, rubber, aanasanne, 

l~ten, chroa1te, and tin ie reoo.Dended. llellbere ct oo ... ttee 

r '1' 11t, War, laY)', reaa, Int, Ooa. late on Xeao, "Bull will brinS 

lbh ~P at Cabinet•. It vaa later arransed b7 act ot Oonsreaa . 

.I.Dolher aeet ing 1n l'e1e o ottioe June 15, at ldl1ch t her reoein 

..,I'll ot aeeting 1n Preaident '• ott ice next dar to deci de aua 

rt~uired . I 25,000,000I 1e decided on. 

Letter arriYea r..- Olarl .. A, l>u.nninS, Ouadian IliA­

later ot Pinance, expreeainS Canadian deo1e1on on IIIIJJl'• prop-

0111· Letter etetea that he baa no plana t or the actual ~ 

~llllding or •-er1oan o---A- ~u b la4 t 
~ aecurit iea owned ill ~. ·~ • 1 o 
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cooPfr&U with ~r••• 1n eJlY war, will atte!lpt to entoroe anr regu-

11110111 .t.aer1oan go't't .. y !lAke, and ant1o1paua no trouble, a1thar 
/( 

I.D 1100~ or oom od1t1e • aarketa. BXJ1l aenda oop1ee t o ree1dent, 

aaJ.l , Jonu, lfallaoe. and Frank, wr1tea Dwl t.1ng baok proposing 1'U1'9 

lhtrl oonterenoea to d1eouee oooperat1Ye et rorte. 
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AP3lL 191_ Bar 1e reports on shipping 1nquir1ea, 1a71 oapta1na 

art tuPP11ed with aecr et code words , arrangement a tor oode change a 

ad•· ~~uggeats on larger merchant sh1pa replac ing crewe or at 

lea•' dtal parte of them with navy men or nava l reeerviats. Ger­

on born problem. ! rusted radio operator• eepec1all;r. Suggests 

turtber a hip control board tor routing ebipa, arrangements for 

teep1ng llarbora clear, preventing sabotage to lighterage faeil1ha, 

ll!ertued tlre fighting equipment at doolta, and guards on ret1n­

tr1et ot bunker oil, of which t:here are not a&D7. .Ueo question 

or 1llturance, in oaae of war or no war, mentioning work of Chubb 

OOJD1ttee. .Ul t h1e ia preparation of a •er7 long range, tearing 

the extreme worst aort , but ealml7 done . HMJR 1 I dent want to 

nU until Mr. Hitler pulls the plug and then have eveeything 

helter akelter'. 

Ius day, HMJR t elephones llob Hutchins, borrowa Jake Viner. 

lue day, Frank Murphy oontirma ZIIJ'JR ' • informal opinion on 

l!quldatlon ot Britiah seouritiee by Aaerioan oorporat1on--RJ'C. 

lut day thh 11 cabled to But terworth. ObJect, or course, 1t t o 

r.w-d aa tul 7 aa poss ible against panic 1n our eeouritiee ~ 

bh . 

.IDOOft 2: - Memo from 1!1: Collins, aeet director ot procurement, 

4ucr1b1ng how Lord R1nr4ale and Sir .Ovne Ohalltlar oame in to 

411•u .. the fUnctional organization or the procurement dt:Yia1on. 

'••n then 1t vae not intended to use a pri•ate purobaaing agent 

htra, and t he lncl1eh wanted to l earn of our proourament division'• 

ltchni e qua 1n order to appl7 t hem 1n their propoae4 purchasing 
Dl:!huon 
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, 
No•e~r 29, 1939. 
9 t~ a , il, 

g,v.Jr: Hello. :!.14 
~rator: )l.r. E~Uon. Go ahead. 

a.K.Jr: 

Ed1Son: 

a.M.J r: 

<• 
" ' 

J!,M,Jr: 

t: 

!{,J( ,J:-: 

t: 

E: 

H.'! .J r: 

!: 

E.!! .Jr: 

t: 

3." . J r: 

E: 

H .1~ . Jr: 

H.M, Jr: 

Hello. 

Hello, !{r. Secretary. 

Hello, Edi son, how are you' 

lilly , pretty good. Say, do you !<now there wae an Ao\ 
that oreated authori~tion for a hundred million dollar• 
worth of strategic materials. 

Yea . 

~ow last year , we got ten mill ion or that , and now there• 
a letter oome through which vanta me to sign up tor the 
baliUIOe o r t he ninety aillion. 

Who '& the l etter come from' 

Well, it' I thi s - more reoent , I mean Navy Muni tions 
Board. 

I see. 

Now they would lil<e, of oouree, to get the balance ot 
thoae strategic materials. 

Yea. 
And aa ther e• a ninety million authorized why they lUst 
asl<ed f or it, that•e all . 

I see. 

~ow they ask, or oourae you ge t it. 

I know. 
See. So I didn't want to elgn thil letter wi thout it' a 
bei ng in oontormlty with something you wanted, I don ' t 
know whether they're economy driYe or what not waa -

Well , who does it go to' 

Cloee to you. 

No I mean the letter. 
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£: 

H.ll .Jr: 

•• .. 

H.':.Jr: 

t: 

:f. ''.Jr: 

t: 

H.H . . Jr: 

- 2 -

aoea to you. 

Oh the letter goes to me. 

Yes, it's addressed to you, and i t says: •tt ia 
requeetad that the Treasury Department submit an estimate 
tor the tiscal year 19~1 tor ninety m1ll1on dollars tor 
the procurement ot atrateg1o and cr1tioal materials t or 
national defense under the Ac t approved June 7, 1939. • 
llell , 1 t won't e1:1barrass me at all to rece1 ve the letter. 

It won• t. 

It w1ll not. 

All right . Vall, it's signed by Louie Jobnson and 
mysslt jointly, you see. 

That •a all right it won't eobarraaa me and I appreciate 
the courtesy or your oall1ng me. 

E: All right. Fine. I d1dn 1 t know but what you m1ght have 
some ideaa. 

E: 

~.u .Jr: 

E: 

S.M.Jr: 

\fell I don't know What t he President haa 1n mind. He ' s 
always wanted to buy it, have us buy this stutt but he 
won't give us enough money. 

Yes. 

But it doe en 1 t embarraaa me a bit beoause I don 1 t know 
Whether we need a hundred million dollars worth , but I 
think we need a lot ot 1t. 

Well we need it, I mean it1 a a good atook or you can use 
a lot more than that as a matter of taot. 

Well, no har!2 aellng tor a hundred &nd let •s hope we get 
twenty-tive. 

£: Yea. All right. 

E: 

o.x. 
Thanks a lot. 

Goodbye. 

Ooodbye. 
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JIO, ..... J' 29. 1939. 
l0tl9 •••• 

g,!l • .rr: Hello. 
u.s 

Operator: 

g,M.Jr: 
~~onal4 
p.,.neom: 

00 ahead. 

Hello , Ronald. 
I appreo1ate letting ae apeak to rou, I 3uat wanted t o 
be sure there waen•t any poae1ble •1eunderatan41ng about 
1t, matter, we bad told you we were out of tbe •arket 
4ur1ng your prell•ln&rY period tor tble t1nano1ng and 
the market 1 • qul te etrong agaln toda:r and I tb1nlt perh~• 
lf 1 t oontlnue• atrong we may 4o 1088 MlHng toda:r but 
I didn't want to - hope to g1•e 1t t hat d1reot1on 
without being aure that you pereonallJ lal .. tt. 

'!'hank you eo nob. 

11: 'fb&t • a all r1gbt. !banlt rou nr7 auob. 

F..JI .Jr: Tbenlt you Ronald. 
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~.:t. Jr : Hello . 

~rstor: Jlr, l'#llett, 

H.JI.Jr: 
Lovell 
v.1llett: 

Hello . 

Hello. 

Hello• Lowell . 

Noveober 29, 19}). 
) 151 p , a , :.17 

Oh say, Henry. Th1s proposal has been made and I thought 
I might try it out on you as a dog -

(laugh• ) What kind ot a dog'! 

" : A good natured dog. 

~ ." .Jr: 0 , ,, 

• : The New Year's Eve broadcoaat, by ell the menbers ot 
the Cabinet , over a nati onal hookup, on the outlook t or 
194o. 

H.V. .Jr: Well in the tirst !)lace who ' e going to guarantee the 
Cabinet w1ll be sober on New Year's Eve . 

II: It we start early enough 1n the evening, do you think 
they might not be. 

H." . Jr: I ' m not sur e . 
Y: Well, as a hard drinker l1ke you , you ough t to know. 

You could stand UJ) under 1t. 

E. ''. Jr: Well, 1t you're trying 1t out on oe, I hope you don't 
do it. 

": Well , I'm not advocating 1t. Thle proposal's been cade-

H.V. .Jr: 

M: 

1! : 

H.!! .Jr: 

I th1nk 1t'a awful , 

Yea. 
Beoauee I take 1t , you•ve got in m1nd someth ing like 
business would be say tor us or something on that -

Yea, I don't knoV what they ought to say. 

Well -
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• M: 

g.!I.Jr: 

K: 

!LY. . Jr: 

"!: 

a.v . .rr: 

!': 

B.JI .Jr: 

!!: 

F..v .Jr: 

)(: 

• H .~ . .. Tr: 

l!: 

H.M.Jr: 

M: 

H.M.Jr: 

Y.: 

R.'' . Jr: 

l': 

R.~ . Jr: 

l' : 

!!.M.Jr: 

- 2- : ! 8 
Vlgbt aay buaineaa l ooka terribl e. 

Yea. We here i n the '!reaaur:r aren•t ..-er:r cheerful about 
proapeota. 

Yea. 

Bo, I don•t think you want ua to eay that. 

Ho , I wouldn't think so. 

Oh -

Ruin everybody's New Year's Eve. 

What' 

Ruin ever:rbod:r else's Hew Year'• Eve. 

Yea. Juet tell the truth. 

Well, t he i dea baa not been eold to me a bit , but I 
d1dn 1 t want to turn it down. 

' 

And t he part that I'd have to play and I'd have to be 
very lugubrious and even t hough I wae eober. 

Th1a would only permit each one to talk tour minutee, 
or thereabouts . 

That• a three and a half minutes too long. 

Yea. 
Oh, putti ng the whole Cabinet, I don ' t know, it's­
I Just don't understand it. 

Well , the thing etruok me as a fairly good aot ror the 
r&d1o ooapan:r, broadcasting ooap&n:J'• 

Oh :rea, I -
And, but 1 wasn ' t sure, 1t waa too darned good tor that 
beoauee New Year's Eva 11 - t he ep1r1t'• all wrong. 

Who the bell wants t o bear the Cabinet on New Year ' • E~· 

Incidental ly it will be a Sunday evening you know, this 

time. 

Yea , that'• still worae. 
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• X: 

H. I' .Jr: 

:~9 
- 3 -

Yea. 

Gene Duffield's here and he•e laughing hi e head ott at 
me. 

!!: How• e that' 

H.V. .Jr: 

V; 

v. !' .. Jr: 

H." .Jr: 

H.J' . Jr: 

Gene Duttield is i n the room. He happens to 
room. He ' s laughing at me. I still say who 
wants to hear the Cabinet on New Year ' s Eve. 

be in the 
the hell 

Yea . Well, listen, I don •t. I won't be here , so you 
oan go ahead and do 1t. 

Vell you - you've got your reaot1on from me . 

Yee. 

And hov are you otherwieet 

I'o pretty good and muoh obliged tor the reaction. 

euoh thing. 

Righto. 

Goodbye. 
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• 
s.M.Jr: Hello 

lfonaber 29, 1939. 
''12 P.ll. 

Randolph 
!W'gess: Oh hello Henry . 

R.u.Jr: Bow are you? 

8: I ' m fine . The first thill8 I want to do 1s to con-
gratulate you on the issue - almost too successfUl. 

e.JI.Jr: Almost too - terrible. 

B: Boy 1 these fellows go c.razy, don't they? 

B.JI.Jr: They sure do. 

8: They've put the price way too high but then ita 
settl1ll8 down a little this afternoon. I th1nlt 
they'll be a little more sensi ble in a day or two 
about it. 

B.N.Jr: 

81 

B.11.Jr: 

Good. 

But it certainly went over the roof. 

Yea. 

Great thing. Now also I was to tell ' ou that on 
thnt other matter that we discussed I ve been doing 
a lot of talking and- mostly here in the shop ••• •• 

Yea. 

!20 

B: • ••• to try to figure out wbat the best way to tackle 
tbnt thill8 is - wheels within !Wheels and a lot of 
commotion about it and I find we' ve bad several tries 
at it ourselves which makes it a little difficult ror 
us to be very effective but the conclusion I come to 
is that you've taken already the very best way to 
d.o it ••••••• 

R.!!.Jr: 

B: 
Good. (Traphagen) 
• ••• which is £rough Trapp/and JohnnY• ••••• 

Good. 
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B: 

s.w.Jrt 

B: 

B.M • .Trt 

81 

g,J.J rl 

B: 

e.u:.Jr: 

- 2-

•• ••• and I •m sure t hat•s the way to drive abead 
on. 

Good. 

Trapp's one of the best men there i iJ be has gr eat 
respect for Johnny • • • • • 

Good. 

:21 

••• • and I think that's just the avenue to be effective 
and we' ll be in the backgr ound and doing anything we 
can in addition. 

Fine. 

So I think you•ve got that well started •••••• 

Well thank you. 

••••• and if we can do anythins definite in the 
operation that you see, from time to time, why just 
let us know. 

Thank you very much. 

B: Very good Henry. 

ft ,!I.Jr: Goodbye. 

• 
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ollfJJP IIBB'l'DIG loYambor 29 , 1939. 
9 130 • •• • 

,. .. nt l 

s.~.Jr1 

Cotton 1 

llr. Bell 
Jir, 'lhc:IJ)SOn 
11r. !U.etler 
llr, llaaa 
llr. White 
llr, Gaston 
Mr. Cochran 
Mr . Barrie 
Jlr , Cotton 
llr . Greve• 
t.!r . Foley 
llr, 'Ou1'tield 
llr. Hanes 
lliu Qlauneey 
lira. nota 

A Whole aeries ot doc,_.,ta ware given to M 
)'Uterday by Jlr, Welles and llr, Serlo , llr. Serlo 
oamo i n t h o capacity ot O>airman ot tho Sub-com­
mittee ot Finance and li!onetary Problema and attar 
cons i derable discussion along poraonalitiea, they 
brougbt you (IIanes) into tho thing. I will toll 
you about 1 t it you will remind 1110 afterward. 
It waa a lett- banded compliment tho)' paid you. 

llr . Wolloa tella me the Preaident has directed 
him to run thi s eonteronco tor 21 oountr1oo; it 
ia bia aolo reapona1bil1ty. It 1a all right 
with .... Be wanta llr. Serle as ohainoan ot 
financial and monetary problema and that 1a all 
rigbt with M, but he doe a want ao111o advice and 
I thought I would pin this on Harry 1lb1 t e, but 
I would ll.ko to have advise and help h1lll Cochran, 
Cotton, yourself (!U.otlor) , and go o•er at 10130 
Friday, and will you please call up Go98rnor Ransom 
and aak b1lll to aond Goldonwoiaor onr also. 'lhia 
1a JA'f 41 ary copy, yau aee. 

'lhon, aa I understand it, llr. Banoo baa arranged 
tor a meeting this afternoon •••• 

It isn' t quito arranged yet. We were going to 
arr ange one tor 3100 o'clock. 

Ot the Bondboldora Protective Committee. 

Yea. 
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Cot ton: 

'lbite: 

a.x.Jr: 
aanes: 

B .~ . Jr : 

lhit e: 

H. ll. Jr: 

Eanes: 

E.!t. Jr : 

S.li. Jr : 

Ranes : 

H. ~ . Jr : 

- 2 -

'J'ha t is tomorrow, 

A prel iminary -eting waa arranged tor thia after­
noon , but prior to tho meettns that we are going 
to have with the others . 

I arranged the meeting Thursday momlng with Trap­
hagen and Rogers e.nd tho executive ooam1ttoo &nd 
Frank and Noble and Welle a. 1!boy &r o go ins to 
send men, send their repreeent&t1ves. 

'1\)morrowf 

Y~a , at 10:00 o'clock, 

' "13 -" 

Well , Harry eaid something &bout one th1a artemoon. 

'n'li a afternoon there 11&8 & meeting or eo- called 
toehni eie.na from tho var1oua SJ'OUPS who will meet 
prep&ra tory to that meeting , so that we will intono 
you a s to what the consensus 1a or any suggestion 
or r ecommendation. 

Good . 

Well, i f it is agreeable to you, on account or your 
going away , I would like to pin thi s on Cotton. 

I d idn 1 t know - I told l'lolles and Fr&nl< both to 
aend representatives, and Noble &lao . I didn't 
toll tbem to cane themselvea. 

No , they didn't expect it. But ju.st eo somebody 
will tollow i t , would you toll Cotton so he can 
follow this particular thing through! 

sure. 
And act as your representative on tb i 3. You carry 
i t until you leave. 

I will tell Joe our conversation. Maybe it would 
be & good idea 1f I ehowed him tha t memorandum I 
wrote to you. can u 

Sure . 
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s.v.Jr: 

a.J .Jr: 

lh1te : 

B,M,Jr: 

Eane:s : 

ll.l!. Jr: 

Sane a: 

B. M..Jr: 

Hanes: 

E. li,Jtt; 

- 3 -

All r1gbt. You see tb1s waa a starr meeting to­
:DOrrow and we ware to meat with the Sacreta17 at 
10100 o'clock m Friday morning to tall him toe 
reaulta •••• 

I Ju.e t say, "How do you do , • 

Yea. 

Jlr , Hanaa aaked h1m to como 1n tomorrow t o get 
ready and llr. 1lb1 te 1a get ting re.dy th1a . attar­
no em ror t01110rrow. Jlaybo llr. Cotton will have 
to get ready thia 1110m1ng ror this afternoon. 

AI a • tt·ar or ract, llr, Cottm auggoatad we meet 
an hour earlier to1110rrow to ga t ready. 

'Biay had a conference room downstairs , Serle and 
Burg au and the othera, md they had an out er 
room and I aaid, "'lbat ia the out er r oom ror , • 
and be aa1d, "Well , it i s tor one huddle outaida 
or tho conference room and 1! thoae ptiople want 
to have another huddle , that ia tor that. • '!bat 
ia a huddle within e. huddle. '!bat ie right, 
1en1 t itt You looked after that, Cotton. 

Now, what else have we gott 

I have ••• • 

Le t ' a 1'\Ul tbrougb tbia mom1ng. At 10100 o' clod!: 
we go t o T1JU8ll&• At lOll~<> , Ed Noble ia co=ing 
over on South .tmarlca and I would like l'lb1to and 
Cotton bore and you (B.anaa), 1! you are not buay. 

No. 

All right, e.t lO:liO. 
in at 11: liOt 

And you are br1ng1.ng aomebody 

Yea , that ie the Revenue group. 

Tbon to1110rrow, Jlagill and Randolph Paul go to -
we bave got Traphagen at 10:00. Ia that all 
clee.rt 

I want ed to e.ak you about that . You know we 
ea:ploy carl Shoup e.s e.n expert one or two daya 
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B.H.Jr: 

aane• : 
B,M.Jr: 

a.n.ea: 

S.M.Jr: 

Gu ton: 

E.M.Jr: 

Outen: 

B. V. ,Jr: 

Guton: 

E, lf.,Jr: 

?ole7: 

Guton: 

Duffield: 

• 

.:25 

- 4 -

a month. He baa been on the TreaaurJ ata.r.r baa 
done a lot o.t' work tor ua. He baa been doi~ tor 
about tour months a apeci al study on profits t ax, 
and ao rortb, and I can invite him down her e 'llbil e 
the others are here . 

swell , I am all ror i t . 

He will be here tomorrow. 

That 1a all. 

Herbert! 

I don't tb1nk or anything. 

'11111 you .t'ix me up a 11 t t le memorandum When the 
Pruidon t comes back! I will be glad to aek hl.m 
to lOAD us three to s ix consolidated l ong dis tance 
flying boats to assist on the Atlantic patrol. 

Navy? . 

Yea , right away. Let them take cAro or the North 
Atll'ntio during the wintertime while tho Navy 
goee ooutb. 

You rem~ber what Stark said! 

I know, but it doesn ' t mean anyth1n6• I think I 
can aballle the President, 

EdT 

Nothing. 

There ie a ll&tter I would like to tall< to you about 
ea-et1me 1n com>ection with the departments. 

lira . David CUah!nAD Coyle called yesterday and said 
ehe was working on a. collection or occupational 
information to b e disseminated among smaller 
acboola and parti cul arly ror occupa t ions in the 
Govemment, that abe bad been told that you were 
extreael y 1.ntereate4 in this thing and that she 
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ebouldn't cc:aplete her work w1tbout t alll:1ng to 
JOU• 'lbat na all nan to aa, but I juat etallacl 
and thouabt I wou].d find OUt Whether JOU W81"8 
mtar .. tacl, 

a.w.Jrs Salt- Help Cooperathaa, 

Dutt1olds Tbat 1e another th1Dg. 

a.w.Jr: Sba 1a on that boal'd. 

Duttields Y.. . Wall , I will jut a.Jce Whatnar into~t10D 
we h&Ya on the ~aau1'1 ••a1lable to her and let 
it tp at that. 

Cottons 

! ,lf,Jr: 

Cotton: 

Cotton s 

H.K.Jr: 

R,M,Jr1 

Jlr, '1'ac1 Sher14an, ir. PJ'clk'a auhtant, callacl • 
co tha telephone Jeatal'daJ atte:rnoOD and told ae 
tbat thaJ a1ght put out a atat-t exp]•tntna 
'lhJ theJ did not publ1eh their tordsn tradina 
t1guraa, upla1.nin8 their inadaquaci ... 

All r1gbt, 

Nothing. 

Yeatel'daJ a t the Export-Import Bank aeet1ng, the 
question came up or 1Doreu1na the Italian ootton 
cred1 t troa about 4 to 6 a1llion dollar a . EYerJ­
bodJ alee aeeaed a1ldlJ 1D tavor ot 1t. I wondered 
What JOU would reel about 1t. 

Froa 4 to 6T How did the State Departaent taeU 

TbeJ were a1ldlJ 1D taYol' of 1to 'lbere 11&8 DO 
d1apoa1tion to pueh 1t. 

Tbat would expreae aJ a1Dd. I would go •lona• 

It we go along, 1t will go through• 

1\hat do JOU reoo-dT 

It 1e ent1rel7 the risk or war, tbat h au. I 
think otherwiee 1t 1e good bll81neu. 

I think the wa7 th&J are behavina right now,it 1e 
a good r1ek. Wbat do 7ou tb1nl<, JohnT 
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Cotton: 

Cottm : 
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It is a question of war . 

I didn't understand. 

Incl'ease fran 4 to 6 the cotton credit with I tal y. 

I don't know, I am not prepared to answer that . 

I am just eayins on a hunch , I think it i s a good 
gamble. 

Jllst ao that you know exactly how I feel - Harry, 

::.27 

I want you to get this - thia Bondholders Protective 
Committee , I would like to state my position. I 
would like to have them reorgani~a th•oaalvea the 
ny the New York Stock Exchange did so that they 
can tunct1on as the agency which will do the job 
or trying to brins together the Latl.n American 
govemmonts and the owners or these bonds. OUr 
function i a simpl y one or assisting them to re­
organize themsel vas . Once having done ths t, I 
would like to step out of the picture and they 
ehould be self- driven, a self- starting organization 
juet like the !lew York Stock Exchange , The adminis ­
tration could go ahead and help them fix themselves 
up o.nd function and I want to aay, "God bless you, 
boys . Go to i t. • But I don 1 t want to find mye elf 
in a position that I am negotiating with a govern­
ment on defaulted bonds that they won't approve . 

Dr the way, on thi s Oolombian thing , I found out 
yesterday that the situat1co hero - the Ambassador, 
as you know , was carrying on these negotia tions. 
'!hare was some question between the Ambaaaador and 
Jaramillo as to wbo 1a doing all this and the Am­
baeaador has i=truct1on a as to mother be can go 
forward and renew the otter which he made - would 
have been willins to make to Wr. Francia r.hite , 
and they probably know now. You add Jaramillo 
eaid he was waiting for Mr. Jones or you or •~•­
body to present samethins· Well , there are two 
people pla Yins the game. That is something we 
want to bear in mind. 

I thought we only had those troubles in Ylaahington. 

llo. 
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s.11. J ra 

Jt1etlerl 

B.M.J'r: 

!!a& II 

Barris: 

B.li. Jra 

!.a!.Jr: 

Barrio a 

B.l.Jr: 

El.rr1a: 

B,K,Jr: 

Borris a 

H.li. J ra 

Bella 

B.ll.Jr: 

Bella 

llothin8• 

Deorget 

-., -
1'"8 _ .. 

Here 1a 70Ul' aoore cud (baDd1ng report to Secretal'l'), 

I _.14 llke to 41aeu .. tllat Meueraalth •tter 
1! ,-ou have a apare Mcood toc1&7, • 

You are ocaing 1n at 10100. areolt 7out 

Yea. 

we rlll do 1t all at that ts.e. eo - ,.ou br1ll6-
1n6 with 7out 

At 10100 olclockf 

Yea. 

I .., not b1'1ng1Dg e.D7boc1J. 

Ilon I t JOU w.nt Ec1 f 

I aa at:ra1d I have got to bring B4. 

All right. 

o.n. 'ltlioh OoYel'!aell t ageno,- are ,-ou go1n6 to rnor 
111 th JOUI' 150 111.111on dollar• worth or tbase two 
peroenht 

I aa goln6 to be.,. a 11at or thea tod&J abowing tba 
aaount that 1a a't'allable tor 1n•eetaenta 1n each 
caae and make a raoorrmc!atlan. 'l'be Bora OW1,era 
Loan would like to be.,. about eo a1111on md I told 
t b• to go ahead and put 1n their aubacript1an, bitt 
I didn 1 t th1nk the,- would get tber. 

Prom uat 
Y.. . You recall that wtwn we diaou.ued tbil pro• 
't'ioiOD once before I took up with JOU again tbe 
polic7 or allowing thaaa corporat1ona to inftot 
their ron.,. 1n the PIIJ'Icet, We bad prevented th-
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sen: 
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E•ll : 

H.~. Jr : 

5ell: 

E.~.Jr : 

has: 

!:ell : 

H.IL. Jr: 

eeu: 

tt- • 
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tram doing that, y ou know, -inta1ning that they 
should keep their money 1n the Treasury, that the y 
were part or the Government, and :you ea i d at that 
t i me y ou woul dn 1 t mind 1f they enme 1n on thle 
epoci&l allotment, but I think we can cut them d oom 
give them enough to make them think they have been ' 
:ln em the pie. 

Give them ten perc1111tt Anyway, when you a.re ready, 
let me know. 

Yee , I will , sometime today, 

'!'bank :you. 

I think we ousht to put in the December bulleti n a 
atatsnent of just how that balance available for 
1eeu1ng bonds ie arrived at. You can' t t ake the 
debt etatement and f i gure that out . 

Put that on a p i ece of paper and l et me have it , 
will you? 

Yee, Ea ch year t he postal bulletin carrie• an 
announcemen t of u. s. Sav1ng e bonde, that they 
will continue on sales, the anme e e rie e a a the 
previous year. I take it you have nothing 1n 
mind 1n changing the Savl.nge bonde. You might 
put that 1n the December bulletin. 

You coca in on the allotment thi ng and let' a talk 

a bout 1t. 

Do :you want to tie yourself up fo r a who!e :year 

on itt 

They don ' t say a whole year , they eay, "will con­
tinue on sale. • 

Let's talk about i t . 

All right. 

I had bet tar g ive you a time . Do you want to aay 

about 3 a30? 

2ell : Yea, that will be fine . 1hat 1a juet the allotment 

of the 50 m1lliont 

Regraded Unclassified



B,JI,Jr: 

(lotz: 
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Sell : 
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Anytbillg tba t you have go t 1n mind, I want 
George in on that, too , becauee be 1a goJ.ns to 
atuey tor me and I want him in , 

Wr. Bell, U&dame Perkins called that meeting fo r 
December 14. 

I would auggeat December 10 for the other meeting, 
it that ia aatiafactory. 

'!be tenth ia on a Sunday. '!be eleventh 1a on a 
Monday. 

Wall then , I would make it 'lburedar or Fri day . 

AnJth1ng else, Danf 

'!hat 1a all I have . 

Harry! 

'lbere 1e a question col!liDS up before the Executive 
Conml1 t tee on Co=ercial Policy wb.ich you may want 
to G&t in either now or after their decis ion. It 
r e l a tea t o the ques t1on of proaont1ng a bill to 
grant the Pres i dent power to proh i bi t exports of 
eommodi ties under certain oondi t1 ons . Tba t is 
rather an important issue at s t ake , whether or not 
t hose powera shall be narrowly limited to those 
commod1tiea whi ch have strategi c defini t e pur­
poaea , o r whether i t shal l have , aa orig1nally 
was intended 1n the d1acuaa1on, broader powers 
w1 th respect to the1.r etta eta on the domestic 
econOID.J• '!hera is a difference of opinion there 
and i t you want to get 1n at any stage • • •• 

You will have to take ample time . 1 won 't be able 
to get to 1t tbia mom1ng. 

1 would suggest , with rour permiaa1on, the. t we 
ought to get together with Haae and the legal 
starr, who bad been working on it, ancl probably 
some or the o t hers , and let' s eee what .... 

'l'ba t is t rue , 

It may beoane i mportant . 

:~o 
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'l'bat 1e t•rr1t1call7 ~rtant, but I oollldn•t, 
without a lot ot atud7, att-.pt to pan on 1t. 

lt it 18 all rl9lt with J'OU, we will get togeth.al' 
and pa .. on 1t aDd talca th• poe1tlon 1n the 
oomml.ttea that th1a gl'Oup agzoe••• without 1n ~ 
W&J' OOIIID1t t1ng the TMUUI'Jo 

'l'hat . h zo1ght. 

Hal'Oldt 

Grueaa I have nothing. 

!!>ac:pacn: Could I eee 7011 a couple ot 111nut .. eCIIlet1Mt 

8,1f, Jr: Ia that all J'OU haft gott 

'!!lo!;)•cn 1 Yu. 

B. W,Jra All right. 
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TREASURY D EPARTMENT 

WASHING'I'OH 

November 29 , 1939. 

Luncheon conf erence in the Secretary• s ornce, '!;"ednesdll1f, 
November 29, 1939 . Thoee present. beside the Sftcretary 
were Harold Smith, IJ1rect.or of tho llUdget, and llr, Bell. 

The secretary told llr. Sllith thet he had wanted to talk 'llith 

IW: for sotM tJ.ae abc>.lt the 'blldiet outlook . '!'be President on several 

occasions had uked him 1! he was familiar with what was taking place 

and he had had to tell him that. he knew nothing about what was going 

en in budget utters. He had seen a lot or newspaper c0<10e1>t about 

cuts in the budget and that tho l'Nsident. cont«lplated cuttins the 

deficit in bel! and thet he didn't see haw he proposed to do this . 

He wanted to know 1! llr . Smith could throw ~ light on this oituation. 

llr. Sllith said that. the figures which had been used in the pepero 

....... just 'ttild su••••s on the part or the newopaper people; that he 

had net yet had an opportunity to throw the figures together to eee 

just llhat the expenditure procraa for 190. would look like . He said 

the Prestdeot did sq about a ..,th ago thet he -ld like to get 

the deficit down to !2, 800, 000, 000; two • eeko later he said he would 

like to see it !2, 200, 000, 000 and on JLonda,y last llhen he .., him, 

he""" wondering 1! it couldn ' t be gotten doWn to ~.soo,ooo,ooo. 

•:r. 5a1th said he expre,.ed surprise at the !'Nsident's SUIIOStions 

~cause, he told him, he had not been able so rar to get u down 
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bel .. ~he f2,800, ooo, ooo fi<lure. llr. Slol.th aaid that tho President 

hid been rather tisht with the estimates and ho had asked the a>reau 

of th o a.ctgat to be tisht in its recOillllend&tions and he t hought i t bad 

been tisht. 

The Secretary aakod me 1! I had Bl'llf r<>u£h ideas ao to how the 

President i .ntendod to r educe the deficit dO'II!\ to e2, <XlO, COO,OOO. I 

so! · tt.nt l Md no definite in!omation on it, but juat before col!dng 

to tbis Meting I had nade some rough estimates, hosing "'!! figures 

en the 19Ul budget expenditure program or approxiJOt.tel,y t9, 4SO, OOO, OOO. 

1 tbousl>t that this r1<1ure in 19~ wuld be increased bT abco>t 

!500,000,000 on nccount of national defenae, intere•t on the public 

cebt, social security grants, et cetera, and thnt 1t would be reduced 

by tl, )20, 000, 000 because of the liquidation of P.YI.A. and the COmodity 

Credit restoration of ~120,000,000 which 1& 1n tlte 1940 budget ahould 

not be in that amount in the 194i budget . Then there is obco> t 

!600,000,000 reductions, l estimate, that will be ehown in tha budget 

doc\ant but which may be restored before the fis«l year ia ended, 

that is l". P. A. and ita related activities and acricultural parl.t7 

~ts. This makes a total estirlated expenditure Jbr the 7ear 1941 

ot •a, UIO, OOO,OOO. The rough estimate or revenue 111hich was ginn the 

Budget eur .. u and Qll which I as.....e the Pr< • ident wao baaing his figures, 

.... Sb, )OO,ooo,ooo . This brings the doficit dO'II!\ to abco>t e2, )SO, OOO, OOO 

for 1941 . This 1o a r educt ion or about e1, ~40,000,000 under the 19Ul 

budget. I! the President should ask tor additional taxes 1n the amount 

or e~,oc.o,ooo, aa indicated in the press, then his doticit ..,uld be 
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doom to leu than $2, 000, 000, 000. BoweYer, the r .... eDIIAI utuatea 

ohich we oulDitted to the a>reau of the ~t two -.tho ago will 

norr, I underotond , h1m1 to be reduced eubotontl.all,r. 11r. Haao 1a 

worldne on theoe. The reYenue eotimateo ~ even go bol01r $6, 000, 000,000. 

~r. SlDith ooid be tboucht theoe ncureo I ouboitted were juot about as 

&ood u could be preoent.ed at this tae. 

He then c-.ented en the ao_.,alled •a.d&et !• end •ax~&et so, 

P.e ooid the Preeident. appareot.l,y bad in a1nd tbet be would take tbe 

!.ncreued expendituru in 1940 md l9Q. 11hl.cb are be1n& ll&de becauae 

ot dieturbed world conditione and oet thea up within the budget in a 

speciel cate£01'7 eo thq would stand out ao expenditures being ude 

bec&UO<I Of the present _,rgency • 

The Secretory said that be bed not telkod to tho Preeident as 

to how he would raise this additionel ~500,000,000 in new taxes, but 

ototed that unlesa the President bed SQile speciel acb .. e in mind, the 

taxes l evied in U1T law enacted in the next aeu1on o! Conuesa wcu.ld 

not be aYailable to -t U1T increased expenditure• until lluch 1941. 

He laid that 1t wq be the Preoident. bad in llind .... tcb- 1lh1cb be 

a:entionod loot 1 ear to the erreet that we could raiH taxes an addi­

tional one per cent all almg the line end •ke theM taxes retroecti~ 

to the incooea produced during the celendar year 1939. Thia, o! course , 

would produce additiC01al rwenue in ll&rcb 1940, Ill'. Sltith ooid he did 

not know whether that wae the case 1 but he hod Mnt ioned on one or two 

oecasion• the queation or .alcin& s0111e a~ ot the add1tionel taxes 

levied by the British. 11r. Sldth ooid be bad told the Preaident be 
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clid not b&Ye &1\T lcnOif lqe or tb&t . "" u b& w&nted • .tu<ly or it 

o&dt, eoMI:>OdJ elM should do it . 

I told the Secretary that raising tsoo,ooo,ooo additional taxes 

ard usin& an incroaoed national detenoe prouam ao an excuse did not 

oake oonoe to me becouoe tbei'e is alrerul;y in tho expenditure program 

!or 1940 Gild 1941 additional national detenoe expendituree or approx:i­

oately tsoo,ooo,ooo which, with the prograa ...,. cont.mplated, will 

,..oll1 ..alee tl,OOO,OOO,OOO !or natimal detenH ovor and aboYe what 

it was in 19)9. It. ae•• to ae that U they are &Oing to talk about 

additional taxes tor an a dcii timal national detenee procraa i t ought 

to be on the baoia or SJ.,ooo,ooo,ooo in.tead of asoo,ooo,ooo. The 

secre tary then aaid be thought that additional taxeo might be levied 

!or as much aa !ll , ooo,ooo,ooo tor thia purpose U the budget would 

!h011 the American people that acme atte111pt io being made on the part 

or the Adminiatration to reduce expenditures alone other linea. In 

:. 39 

other WOI'do, it we could get an expenditure prog)"&ll in 1941 of about 

t$,700,000 including the national defense progzu, aa co~ with 

f9, 450,000,000 tor 1940, be telt that we could add anothtr tl,OOO, OOO, OOO 

in taxee 'Ohich oq)rt. to aake the reYenue around t'7 , 000,000,000 and 

reduce the eatilllated deficit to abc>ut U, 700,000,000. He hoped that 

the President 110\lld accomptey the rec..,..endation tor III!Cb an inCrea•e 

With the statement that as BOon as the war emorsefti\T io OVH' the 

natiorol deteneo figure would drop back to !11,000,000,000 and the 

S}lecb l t axes levied t o meet theee expenditures would be elladnated. 
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..,. Seoretal7 aiiiM Jlr. !ld.th 11' be didn' t. thiDk ,. aould 

,.~ tocethlr aca1ll 1ft the .._.. of t.n c!qe or two neluo after 

he had bad an opporta111t.7 to cxaplet.e bia har!.ftca md apsn 10 

onr the budaet. out.loolc. llr. !lld.th ea1d that he 1t0Uld be llad to 

do ~hie juet. ae ooca aa be had the War-11....,. blldcet.o co.plet.ed .,d 

could ~the tl..,.ree tolethar be ~d cet. in t.ouoh with ·thl 

sec ... tur 1M ke.p h1A &ltt1.eed ·~ to wist wu cotnc .... 

!40 
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(la llillloo.a) 

1940 JG4cet expt~a41 tuna • • • • • • • • • • , • • • • t ' ' lt50 

.t.d4 for 1941 -

V.\lon&l d.eftDH , , • , • 
btoraat , Soclal S.Gilri tT, etc, 

Dod!lct for 194o -

P. V. A. u:pn4.1tvea, e t c, ••• 
v. P, A. u4 related acUrtUea • 
.IQ1CD.ltvel pari\7 -o.ta, etc, 
eo-4.1t7 Cre41\ reatoratlon • •• 

Daflol\ • • 

l atleew4 4ef1ol\ tor 1g4o • • • • 

.t.d41t1oD.al u;pen41 tD.raa tor 1941 • 

• leoo 
150 

leoo 
500 
JOO 
120 

550 

10,000 

1,320 

s,6ao 

6,300 

2,380 

• 3.925 

550 

Deduct raduod e~nd.l tva a tor 1941 •••••. • • • • • 1,320 

Dod..,t &44.1 U oaal rennue • • • 

Datlolt tor 1941 

Otfloe of 
Aulatut to t he S.ort\af'7 

loYeaber 29, 1939 

J,155 

775 

$ 2,JSO 
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11rl 

ll._Uoe a\ "eee'ec -\t..o 
\o a\wf.ro 111~ tr.,.....\auoe 
to ru ... 

••lac'•· 
I llafl \u llonor \o ...tu \o ., .. .,._ ,., 16 of - 211, 1939, 

1a npz-4 to U• ~ .... ...._ ......._ leeetec .... tiM \Ma ro,.n.a 

&1!p&rtd tMlllOIIOO of \he 01\Jit Clllp\QH 'to' \U Japuooo. .U llll.t \l.M 

.:.42 

lht tlhat1oa appoaro to 'bo 'f'irtll&llJ 1111ohADcM., ao\withot...Uac a plo\hora 

fit l"'aart to tho OOil\r&rJ, .t. fw ~0110d lo;>&DOOO, HpOl'\M.lJ &14M 'to' 001'­

\ahl Chiatoo 11111Ua uUo, AN,... or 1A tho cNhklr h of lalmiec, \U Mia 

bo4T ot Jap...,.ao troopo 'bolJic approz!.Aa\olJ ~ \o 30 allot-· .t.Uhoueb 

lht Cbilluo oA~ao 1o ao\ nUrolJ lon, boofar u Iuniac 1o oollooraM.. 

lht tltlltt1oa 1o II'S" ...t tho •-a•~~e rouh of \raaoportaUoa \o Gh1M to 

Utltu for tho tiM '-lllc· 

l'r<le t ho 11oc1JmiAc of \hlo phaoo of ~o 11M..Japuooo ooaflio\ U.. "J>oft 

bat porohh4 \ha\ \ho CIUMoo laUOMl Oc>Yo.....,\ baa 'bo• ... ,....,.. •­

aoroo 0114 that oU\ale 1aaco1 ol-• - ool4 oal to U.. lopae-. lbo 

rtlot!n aau toroo of iho t'""'.ro ...t tho u por\M.lJ out l7 p1M4 WUal 

IIIICCttt 1t clai- to 'bo o'f'14•t1al. !U porooa ...a 'to' \bo oaJorl\7 of 

lhtu I'UIIOro 1o Obaa Yai-obow, wbo ..,. a charCO of \bo ldllUa 1a u4 aMIUI4 

1•oc SlJic, .u 'brother of Cbazo Obl•\OftC, - wao p..U.\ 1A U.. t oraor -\lo-
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"" tooUOD, ' 

n IIPP-• h ~~ U.. oo~lclenU&l opill1oa ot b1cb JreMll otflclalo 1a 

!a4och1 .. t~t tho abon 11 tho ouo, 

Corta1a o'boornre hlli.n \bat \bo JfiP&Ilolo ..,.. in eoao ~ ot -

rtoch11C t h• .. l 'No , ao thor are reporhcl \o haft ci.ODe at Ol>upba, &Del that 

~hq II»¥ alit vUh a rlftno 1D thh ar•. Jr• tba repone or the larc­

..,.ber of Jepuooo troop• MiJlC ont to 1_11, lnol...U.nc ••• ot tho 

JopuHI Ieperl&l Ouarclo, U wul4 o;ppou that \bo J_.aooo aro ~DC 110 

cta::coo . ! ovi'Nr , I Toaturo the opill1oll that tba J_.aooo vlU procoocl 

.. rtbar4 frc. ll&nnlJIC, if \bq eepturo that o1t7, vlth t ba ut ooot ...,u.,., 
•• lbo hrrala 1o TIJ'7 'IUif'aTOr&'blo. lnncl.ocl 'bollblJIC, vl tb laDDiiiC u a 

buo, rill bo otro11ocl - &ffooUng poul'bl7 lnn• •ac. 

lloepoottu.ll7 70uro, 

Ortcloa1 &D4 II oopioo t o t ho hparl­
Cow to •bll q, Clbo•a&ld JlC 
Cow to •buq, Poi pi me 
Cow to Couul.ato O.aor&l, BoiiCia>IIC 
Cow to Conwl&to 8aicon 

roo 

CSih cor 

Charlot 8. letcl II , 
Jaorlou Conoul. 
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Ill-:" Folo:r pn • tllo athcbod 

au4 uli:od Ill at I put Ill• ( c oloaurao) 

beck l.D.to tile official 1'1lo troa tllo 

IIUJ'oeu, Thio • • ·doDo and tllo tilo ctY• to 

llro. lriWua 1D. llr. Irq' • otttoo, 
ltcGulro 

t 
• f 

. . 

·-• 
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TREASURY DEPARTMENT 

INT.It ~ COMMUNICATION 

....... 
• , he ... ,... 

J , I, foleTo ho 

... PJJ!r PC 

'b.J.I 11 1fiV ....... 1 I .......... &15 ~ 1a 

"""'" llllla Jtott. ,._ I .,_. tot JW •• .tMr tor. ,_ ..U 

.. , ,... ~4 UIDo •o - - letMn. 

11110011%'01 (I) 
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.. ,_ ...... ..,.., ........ ......... a. 

La. Jlll,qo ,., 

.. '!''""C 
ftUU,...._I U' • .._...... IFla 

..,. to •uua a.a. .._ 1 ..- .. ,.. •• - .. •· ,.. __.. 

...,, ,... ..u lib "' - .... ~ 

-.tu/11"• 
tl 
'IIIII .. (I) 

Or1c1DAl 1Ao01l111& lothr troll 
lobon lloAISOM1'7 to t h o 
Soorot017 Wl4or 4ah or 11/29' st 

(lD1t1aled) J,H,P,7r . 

Soorot017'1 J'ePlT ador d.ah ot T/1':11 
(la1Holo4 oartooa) lU 
Gl .. IIIIC 11'11 

Goorp ..... 11 (II) w. a. Woolt(SI) 1111\oll '1. c.nor 7au 1 • ......,. 
DeJN~ co-r. la1Uale4 tor 

7. P. l'•o»l (OC) 

., .. 

...._ Ollpaa' (-•nl oo ... el( (IIUU• 1. llel4po14o 
.... 1• t•t.nt:tn A.M't. to t:lle 8N'T 

- :c; _ .. _ 
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Th1a materiel wae brought 1n to the 8eo;r b;r llr, 

Gravea. Gr avee ea1d th1e 1e what the;r propoee to do 

1n conn eo t1 on w1 th Procurement. 

14S 
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Ua1'Y Des-rt.eAt ••••• • •••• • ••• • •• • •••••••••• 206 ,000,000 

1orkl Pros:re•• .Adii1Diatn'\10D. .. • • . . . • . • • • • lM~ ooo, 000 

Regular NODII111~ Braaobea. . •• • • . • . . ••••• 200, 000, 000 

ta:n, 000,000 

llarl: Ba"4 upon dat a cc.pilecl bT Proo.....,.t 1>1rti10D 
CO'Rriq per1o4 l>a~ 19M w lloYaber 19:l6. 

llo~r 2 t, 19~9. 
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1 

: 1 

1D1a~1ot ot 

--- - - -----' Colullbla 

l 1ol4 I '1'o\al 

1:------:·---- --
Interior Depe.rWat •.•• , ., .: 
Dtp6!1alnt of Jcrlaul t un •• : 
Tt'ttra.ua• .Ada1.Al•trat1ca •• • : 
Poet ott1o• ~,.,,,,: 
Othtr aeauJ,a.r ~ ••••• : 

1 
SUb-W.U 1 •• •• ,.,.,,,: 
~ D1~1aioa ••..• •• : 

12, 461,7201 46, 610, 8911 
8,101,806: 20,851,08': 
S, 9,, 5021 H , &ll, ll81 

12,?01,685:-- ---- ----- -1 
18, 688, 5511 21, 74D , Deet 

1 1 

116,062, 011 
:K, ODS, 888 
l8,t86,710 
11,701, 685 
40, .as, 906 

116, 019,061: lOS, fl8,1._: lU, 7M ,111 
l&,Ml, SOI:--------: 16, :19l, SOI 

1 

Sub-w\al & •••••••••• • : 72,4J.O,~: 10S,n&,1._1 1'P8, U8,liU 
1 

7tdaral Lo&Jl A,&eiD07 .. •••••• : l , S'11., 19:5:-- ------- : 
!'9111111 ... Vall17 Autborlt :r. :-------: l6 ,16S,S81h 
MWUoipol OoTt~t, D. c.: 4,614, 515:-- ----

I I 

l , S?l, ltll 
16, 165, !!811 

4., 6l , ,US 

ol"'.D4 tow .... .... ... : va, S95,97'&t m , 881,6Ms aoo,e,,,u o 
I 

NO'JS: Bued U}lOD date OOIIP1le4 b7 ProOIU'eMilt DiT111• OOTOrllll 
por1o4 Deoabar 1957 to Bo.,...ber 19118, "'IPpl-nted b:r ro­
pono oupplled .,......,.,~ br all bl'UOII., lff•oted. 

v 
:~s 
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~ 49 

~otlcaa Dollar '11>1-
,:------~,~~~~"-~,,:--------~~~--.--~t 

---------------------: .._ :ot w'-1::--...;..,:...;."*:::..;.'_:or w'-1 

1o u.e !)1str1ot ot Col..-1a: 1 1 1 

117 J'rQCUr<IDII11\ Jlh1.a1CIIl- 1 

aDder ter.a oontrac\az •••••••••••••• • : 
Open arlte"t ••••••••••••••••••••••••• : 

!17 aperetintl J)a~a-- 1 
t7nder tera 0011\racte •••• • ••••• •• •• • : 
Open market ••••••• •. •••••••• • ••• •• •• ; 

1o t ho n ol4: 
!17 !!pent.Ung J)a~l : 

UDder t.era o011tftCr • • •••••••••• • • • : 
LoW and • ••r&nCT pu:ro.ba.aea • • •• • •• : 
OpeD market: • •••• •••• •••••••••••• ••• • & 

To'-1. •••• • •••• ••• • •••• ••• : 

188, 920: 
106, 202: 

I 

'729 ,SSB: 
1 ,237, 2981 

U9 1S271 
I 

2 , , 95, 9601 

Raeapihlatlon 

29.U: 
49 . !571 
0 . 98: 

100.00: 

' 
' ts. om. , 28'1 : 

lll, :140. Ollh 

20, 0152,860: 
:1115 ' 966 • 222 : 

: 
:1115,~,171: 
s o , CXS2 , 179: 
401S4J.1799: 

178,128, 517: 

1.n 
'·" 

11. 26 
20. lt 

19.86 
l&.ee 
22 z&a 

100. 00 

'D1atr1ot of Co1..U1a 1 J'1el4 'fo'-1 

: ·:~~--~------·~~--~------
Trau-: ' ~- -· Trau-
aotloll.l: ~ actio.. ac\1011.1 

ODder tara : I t 

contractal.: 

looal &11.4 ·-· 

237,229:tla,1M,UTr f29,e:58: ts!5.~,lfl r 967,0671 ~,4411,1191 
I t 

• f'l;tiD.CJ •••• :-.- ......... -:---- ... - ·-: 1 , 2$7, !9:1h :IO,OSI, lft: 1 , 2Sf,291t SO,OSI,ln 

Ope .ubt .. : 1'2.2''-: u , SOI . .Ml: l<6t .~v: 4.0, Ml., '": z:tl,&Olz &J,UB, 060 

: : : : I 

Total ••• : S?i ,l!~: 72,~0,2168: 2, 116,~7 : 10!5, 718,1'91 2 ,491! , 9601 178,128, 517 
: : z z 

_ .... 29, 1959. 
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' ' ' 1D1en1ot ot Col1111b1a1-;;;:=-=-'....:1..:.ol..:.4:.._ ___ 1 
OJ>IraUJii Ae"D01 : '1'ftA.-o 1 1 'rftU- t :""=ornu-='="'"-:,,.-----
--------' aoUour -t &OtiP!t .a.o~mt a.oUoul -t 

t : l I t 

wtCIIltuN··· ••••• : 26,1181: t6,m,ots: eo,!l481 t9,&?6,4M: eo,099:t.u,m,llll 
!J>torlor ........... : 14.,9881 10,695,00': 58,6101 16,931, 686: 73,:1881 2f,IU,688 
POn orrt .......... : a,,,,, a,66,,D66:--------•---·-------: 2,776: 3,667,&66 
TIW-nn.l' AAalAi e- : 

usucm ..... .•••• : 10, oat: 
.:.tftiC&l.lt1oa ••••••• , : l,06S: 
l&rltiu co-1ea1oD: l , S66: 

2,968, 206: 13,866: 
1,778, $81: 713: 

713,W:•--~~: 

5,537,4Bl: 
:188,559: 
199,2:19: 

' 

~,9$3: 

1,?76: 
1 ,~: 

S,:k)0,68f 
2,1?6,720 
91'.~ 

SOb>-toUl •.••• r 114,81.9: 24,559,BM: l29 , ll6: ~,64$1 2:19: 18:1, 93Ch :1'7, 2o:!, Ofll 
mOther .. . ....... : 87 , 4&5: u,746, 60P: 20, 211.: '1,698. ~0: 107, 666: :52,444,967 

' Tot&]. ......... 14.2,274< .9.~,2~: 1,9 , ~7: 40,~. 799: 291,601: ~.6&8,040 

llcr'fOuer 29, 1959, 
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I 
11:1\l.Jiatoo, 1Appropr1atioul , 

tlooel year fiocal year 

----------------------------~--~1~9~~-- 19~ ··---=--
S<lariot eD4 SxP!naoa , Di.trict ot Cc1uabia: 

Annual Appropr1.at1oll .••..•••.•.••.••••••• : 
c.neral SuppLy Fund •••••••••••••••••••• • • : 

Salaries aD4 !Orp!naee , Pield: : 
;.na.u.al Appropriation .................... . ::-~84~9,a;,08l~'- -....::===~ 

Total •••••••••••••••••••••••••••••• • : ~.028,0?4 1,251 ,680 
Increaae, 1941. oYer 1940 •• • • ••••• ····:·-______ . __ ,_2.,,2::;7:!6:.•.:::3:;:M;:_ 

: 
Total . .••••• ••..••. • ••• • •.••.• 0 ••••• : 

AD&lyoio of Increaao , 19•1 o~or 1940 

1.--Tranat er to resuJ,ar roll of emergency re11of ... 
ploy••• now aeatgned to regular dut1•• · ·······••••••• 

2.-Addl\ional peroom>o1 require<\ at beadquarlora, duo 
to aaauaption ot additional tuncttona ••.•.•••.•.•••• • 

3.--PoraonDo1 at field articoa, 4"" to , .. ,..puon ot a4-
41t1oDal tunottane ••••• •• ••••• •••••••••• ••••••••• •••• 

4. - 1'oraonDo1 ot Statistical section (Dtlw) . ..... .......... . 
5. -cont inpnt expauoa, t ield , clu8 to aaa\laption ot a4-

4_1t1oD6l tuno·tto:D.I •.• ••••••• • ••.••••• • ••••• •••• •••••• 
6.--A441Uonal contingent oxpenMI, headquartoro, 4u. to 

••.uaptlon ot ad41\1oD&l taDctiOAa····•••••••••••••·· 

3, 526, 074 

M5,780 

lll!, 781 

166,293 

Total •.•..••... • •. 0 0 ••• 0 ••••• •••• • f2,276.~ 

l.rho additional .._ ot $5,200,000 it ua11ab1o to tho l'ro.,...-nt 
Divis ion tor tho tiaoal year 1940, to cOYer tbo ocate or purob8••• tor 
tho benefit ot Jaorgoncr Ro1iot projects. ot thia amount , opproximatolr 
$750 ,000 11 boing applie4 to dotror tho coat ot nsuJ,ar operatioua. 

lzatillate4 npeD41turN· 
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"-rloa Co8alat. 

.....,l, I114oola1aa, lo•.u ... 29, 1939, 

.,net: q,uauv .: c.r.,. ..... t.hc at IW)be111 for !r-lt "' ~ 

fbi Socrotpy of Stat., 

'faahUc"'• · 

llrl 

~52 

I Ia .. tho boaor \o 11Cbowle4co U.t rooolpt el tbo llopar-at'o tolocra;~hlc 

l•tNcUon of :ro..-or 10, 1939, roeoinol Ia para;~hruo froa U.. Coaalat. lkaeral 

atlloocko•t UDI!.or eo...r ot a letter d.atod :JoYOIIIl>tr 13, 1939, dlrocuac u.ot a 

roporl be oubaltt.d oa tho tint el oaeh math u \o ohlp arrhalo at lla1phoac &114 

.. lo lho eorco earrlod ,,. tho .. thlpt for llltl•t·• traeoportatloa to Chiaa. 

11Dd.tr roc-.J.atloao ...., 1D. torot Ia I114ooh1aa, u a rotlll t of tho war 1a Jlu>opt, 

o = olderabl• part el U.. data detl.zod h .. , uallalllt w1\hoolt athor hatioa et 

lilt Oonruont Oeneral. Tho olll.T pllblhhod lllfonatloa coactralac t h1po ..., carco 

orrlrl"C at IJalpboJ>6 h a 1N.llot1n ltouod by tho lia1phoac C..bor of Co-rot, Which 

oolo for th tho aaatt of tbo ahipt &114 tho cboraetor of earr;o carried b:r each thip, 

'bolla coot lnot&~>ceo t be quanti t 7 lo ciTeD b7llll1h of •-ro d aot b7 w lcht. 

lbo bo.lleUa dott aot cha dateo of arrhal, orlcin of earco, or dtttlaatlon el 

""CO· I hon u certalaod thot U.t dttailtd lafor•Uoa dooirod b:r tbo ~-t 

h obtainable olll:r at tbo Cua\ollt aa4 that tho cotp1lat1on el ouch otaUoUot h a 

•tter of a leut aaM weeb, dDCe it iDTOl~•• a aoruU.»7 ot each e h1p 1a .a.tt eet 

10! • CO"Parhoo of taoh -1teat with U.tCUtto• 4tclorat1oa el each oona~ .. 

I ohtll, howonr , bt able to obtala a 011botaaUal port ot tho iaforaatloa 

i "lreo! b:r tho n.p.r-at bot tbo traooal ooloa ot ouch •tiO'Ial to tho ll~~p&rta•t 

rill be l>leauarll:r dela;rod. 

~opeottllllT ,..vo, 

Cbarltt • • ~ u . 
.berlcaa Couul. 

Regraded Unclassified
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lo• .. bor )0, 1939 

~0: !rho Socrotar~ 

rro:t.: Ur. Ranee 

I oa attachlns hereto (1) copy of a letter troa tho Onder Secretary 

of eo~~erco to the Prooideot, (2) outlloo of a tontatl•o plan tor 

rno!JuetUDt Of !radllan Dollar Bon4o, and (J) an OUIJPle of .. 

!ra:II!M corporation. 

'i'h<ln pOi)era wore left with .. thio afternoon b7 llr. :14 loble Md 

Kt . Robert. ltcConntll. Vr. Soble &bowed •• the corrt.-poftdenet bet•een 

hlcstlf and the Prealdent, alao. the Prealdtnt'• telecraa tn•tructio~ 

hl a to lay hio plano before the Secretory of tho treaour~ and the 

Under Secret"">' of Stt.to . llr. Noble oaid tht.t he had tried to han an 

appolnt•ent wlth tho Under Secrott.r1 of State and Kr. Welles had refused 

on the ground• that he would aw&l t such a moetin& until he had had an 

opportuni t y to ditCUII t he aatter ri tb the S.c:rttiU"Y of the Treuury and. 

ltr . Jtt• t Jontt• ltr. Koble wu anxioua that ht 181 tblt aaterial before 

70U eo that the aeo ln the Depertaent who were dol o« tho South .Aaerican 

"Ork (l.tu ore. Co non and "fb1 to) would be faalllar w1 th thelr ..,rk up-\O­

¢.'lto. I \Old )lr. Noble that I would tranoalt thh lnforat.Uon to JOU· 
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OOI'T 

11.7 door liT. Praoldent• 

1 oa In rocolpt ot JOur telecr• ot tba 22114 ooproooi"C rov.r concens 

a~ut a uoU"C 111 tba Deporiao11t ot Cooooorco • tor 41ocuuloa of 

!ra:dliA-'' flnaacl.DC• • 

!bll meeti"C wao .. rel7 anothor lato....U and unpubllch..t cooYOrnHon 

~1 .. abero of tho Dopart •ont aDCl poroonlll blltlnon frltn4o ot tbalro 
tnureotocl I n the ac~ exchan,;o of importo and oxpor to w1 th Latin 
Alller1ea.n countrlet. It wu the outco .. of ._., lnterYlew be t•teG 

Mr. Robert I. McConnell, W¥ ueoctate here, aA4 Mr. Clar·en.ee DUlon. 
,.. .. !u.udat Mettnc waa attea4H b7 Kr. Brand,t, repreaentin& Mr. Dtlloa: 
Mr. C">lt'tit 1. Calder, Prellde.a.t of AMrlCAn an4 rorelgn Power. tthleh 

coczpany hat la:Yeataeote of nearl7 a hAlf btllton dollare in LaUn Aaertc:.a: 

Mr. Graham Howar4 &nd llr, !ulliYan of tho Oenero.l llotoro lx:port CoJOpaD7, 

and llr. Drwo, the L,.tln .bloric&n expert of tho National Cit)' llallk, In 

addtt.lon , we lnTlted Wr. JN1'4aley Ru:al, 'rreaturer of M.ao.y'a (and a 

c lh:ber of tho llatlonlll IIAioourcn lloar4) . 

t n r aioce hio -lil-t, S.cnt&l'l' Hoplcioo baa diopla)'e4 a opeclal 
htete:at ln the e.xpantlon of our Latin Jaerlc.an tr·Ad.e. Hit lett public 

a.rtdrtta before h11 recent tlln1"1 dealt 1f1th thst eubjeet. Our interet\ 
ln thote problemt waw 1nten•lfie4 whan upon t he outbreak of the war, JOU 
aug6eoled to me that tblo Department ohould "ako particularly oornoot 
af ! orto to bold tho Latin Aaorlcan trade that •oulcl bo d!ver tocl to uo 

!roa the bellt ~:orant natlono. 

lD ~nalderlnc aeane of at1D1lattn& and de•eloplr.& our •-xporte and 

liiJ)Orta, " ' ha•• DOt been ..are of e.n.t depart.ental conflict of ,tarl.­
dlct!oo. lle.turally •• would not .. bark on tha pro110ttoo of " proJect 
of ouch CI"Cftltude and 111p0rtanco wl tho"t fi rot roco!Tin& )'OUr appro• Ill 
nor until •• b~d aa5ured ourael••• o! itt eoundneta froa the viewpoint 
of other sovern~ntal departaentt th&t ~·• apeciol experience• and 
Uillt in eonnectton ~tb •atloua factort tbA~ enttr lnto tt. Purther 
t)ot..ar; t hat. • • would not •••n broach the tu4:«••Uona to you or t o tM 
other departcenta until we had 41aeu.saed t ta u.Jor aal)tct.t tr1 th l n4~· 
trtAl ltt s experlance4 tn Latin Aaerlce.n a!te.lra ud felt subatanUall7 
l!~ured that the proposal• are worthy of ditcuttl on. I belt.ve th3t 
ftt e r esult ot our 1 .-.e r,U aeetln.g:s we have all been in au•••ent that 
tht r rtnetpltt advanced have GT••t merit ~d dettrYI the rutlett &nd 

110st. care!\Ll contt4e.ration. 

I &hall, t herefore, ao to Mr. Welle• and Wr. Wor~enthau with crtater 
eo~!id•oee 1n the .. rtt• ol the proJect than J eould ot h• rwt•• have 
don•. I hope A~4 boll••• that tholr oA•Ico wl ll be helpful and 

eonatrJctlve. 
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It I • true t hat tho con-Uon of the proJect we aro contMPlatloc 
110,u4 roquiro n-tiMloD bot .. oon foreisn DAtiono o.nil thooo of ow 
ciUuno • ho ho14 doflllllto4 bon4o, tu>4 that o••ch nototlationo "OOuld 
1>t handled by tbe llepart .. nt of State. Ol>Yt ouol)', conouaMtlon of 
ouch proJocto would alto han 1•o41ato an4 ir:portant offecto on 
!orti!P' uoh""'o which would in .. oln tho 'l'roaolll')'. 

155 

At one or our rocont •••Uoco I loarnod tbrouct> llr. l!wlll that llr. Delano , 
t ho ChAir~an of tho Jational lleaourcoo llo..,.d, in hio capac! t7 ao boo4 
of go•etnJDsntA\ pluntna. baa ad.drea~ed. a •..oraadu. t.o yo\1 tUCC:'f ttlnc 
that t ho dopartconta inTo1 .. o4 lhoul4 ! omall7 croato a opoclal LAtin 
Anor1C1111 council, ln which their cooperation could bo 4lrocto4 without 
t ho poulb11 U7 o r 1111W14orotan41J>flo I hope JOU wil\ DOt a1oun4orotaod 
tbe 4lroc tnooo of opoach o f a Mro budnoo....., if I OAT thot tho apparent 
eo:ctrA of Othtr 4ep&rtMDtt O't'er a perftc\\1 lDAOCtD.t Mttln.&: l o \bit 
Dtp.art:ltnt t o clarU)' our 011D ldeu on a aubJeot of •ltal laport&Ace., 
tut tlcniflcan\17 pointe vp the neeeaalt7 for eoat wuch couacll. 

to nto4 00110 lt1D4 of aac1>1noJ'7 to abato Jurio4lct1onal ouopiciono of 
doput.,onto .tllcb oYOntuall71DU8t cooporato without ouoplclon If 
any\hl l'( l:eelf\e tallt l t to eo&.e of our tnterett tn nt• trade with 
Latin America . 

!ht Prtt14tat, 

!ht lbito llouoo. 

tJioblo clo 

Tourt Ytry atnceret7, 

1•1 14war4 J. Noble 

14ward J. lloblo 
Under Secretary of Coamerce 

Regraded Unclassified
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Outline .2!.! T..,tat1Yo Plu 
fO/t 

RMdluatact o r BrauUu Dolin Bonde - -

11/13/39 

::ss 

n o RoJIUbllo or BNzil, 1 U aut .. ud IIWI1o1pel1 tho, h .. e outnud-

111 dollor 1n4obtednoae or about f3~.ooo,ooo. Under thta plan, tho 

roo4Jue-•t or thil 6ollu 4ebt (and pemapa or part ot tho other enor­

ul debt) would bo orteotod tl>.roucb o corporation 11b1cl>. will bo rotorro4 

1o u the Brn1l1an CorpoNUon. 'l'be adil!Uonol oxtornol debt ot Uooo 

BndllaD sonn~~~~aote ia opprortaatelT 161 ll1ll1oo pou.Dde otor l1D&i 62.4 

alllloo rranoa; and 229 allllon £!! tl'&noa. 

to ncllanao tor o:r:iaUJI& bOilda tl>.a CorpoNtlon wo\lld lowe 1to ow 
lDOOM debtntu.rea 1D &pprop.rlate aaoulltl, and. a part Ot ita ~D. 

tlocl:. Tbe 8Nz1Uan dobtora ""<ll4 OOia1 t tl>._.ohoa to lny tho tueo 

coc .. eoey to ltM'lCa tho dollar dobt, oubjoct to 01l:/ oocoooary adj,.ot­

.~~ in the amount of pr1no1pal or intereet. RowtTer , the prooee4t of 

tblll tuu would be peld to the Corporauoo 111 ll1lro1a. Tbot ·­
would IDn ot thaoo POJaenu 111 tho o:o;panoion of onoti.D& Bru!Uon Olltor­

~rllll or 1D the 4tTtloJDeD·t or Dft alota, tactor t ee, tr&Daportat loo 

tadUttee, and other 1nduatr1ea .. 

Tbo oolabllelllleot or ouoh aoterpr1aae would build up tba Bres1l1an 

econost. Tb.e t. ao•ernaent oould theretore aa,ree tbat at tbe end ot t en 

roue or eo 1 t wa1ld para! t the sraduol w1 tl>.drewal ot onousb dollar ox­

cboa• t<> reUro tho 1ncoae debeoturee loouod to tho prnet boDdholdore. 

ltlabllshuot ot tl>.e now indunr1oe by tl>.o CorpoNUOo ..oul4 t "!Uiro tl>.o 

laportal1oo or ..,... capitol goode (roUe, rolll..og a took, loou udlioe 

toola, etc . ) trom the UD1to4 Sto.toe. To noid tho prooant requlrOiloot 

ot dollar ezcha.na• tor euch purpoeee the oOII_pllllY would ba't'e a eubet,ut1al 

Uoo or crodl t (per!>apo f?S,OOO, OOO) with tho RoooonNctloo Finance 

COrporaUoo or tho EJ;port-Doport Bank. All oucl>. loue would be eocurod 

bJ prior Uoo boodo boorina roaoooablo Ntoe or 1ntoroot. It IUropeon 

crt41tor • pe.rUol,pete in the rMdJu•t•ent, appropr·late d.iatrlbuU on ot 

ouob fiD81loloa and orport woul4 proboblT bo roquirod. 

~ ita ea.rl1er 7Mrl t ba COrporat ion oould not pa:r illtereat oo ita 

dabaot~>ree in 4oll&re, but 1t -.ld bo In a poeitlon to POT ouch 1ntoroot 

lo ocrlp ropruaotlDg turthor 1ncoaa dobooturea. At the etart t ho Corpo­

nuo·n 1nccae would conetet OlllT ot allrele tm:ereet 1A the dollar 'boode 

1\ boldo. Ae that iotoroet aod appropriate 1notallaeu or priDoipel 

trt rtceiTed ao4 lnYeeted 1D Brazilian toduetriea, t.he CorpOration w1ll 
•hlaatoly roell:&o llllroio protl to troa eucl>. io•u-oto. It can be 

otpoctod tl>.orotoro tl>.at troa tho beginDI.D& tho Corporation will ban 

Mrn1D,sa to Ju.tt1t'y thl 1 11'\l&.DC.I of ... ac.rtp. ft1 4tbe:nturll aDd 

llock ot U o Corporation would bo lletod on the otock uc~>.ana•• In tl>.o 

Ooltod Statu and Brazil. AccordiDglT ouoll oor1p obould bo roadilT 

Olrkotablo and Allorican bcndholdero n o noodod iaatdlo.to 1ncoao would 

bo able to r .. u .. 1t by eollin& their eorip. 
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,..nncm -.14 " .. .s. \Mt \M InsUla.,.,. ·te ....u ..._ 
fl9-ra\& \bo ...,_ ot • -.Jortv ot ..,. - ot \bo OOrporaUCIIl u 
- u IU la-~--' ...... 1 .. tlat 11•- lt.an 
- pd4 or n4--'• ~ at tke - •- -.14 loe put lA Noror 
tor \lull purpGMo 

II'Ulllao OODOOl"A tor \ba ... _ Ot \bo plu -.14 -0 1\lrihr eDOOurap4 
117 lnlti.JIC - reo_.llolo .lftau Sea 'llus- - lO """ OD llt.a 
uraotorau of \bo OOrpcrauoa. S,..tal ettona 11011.14 u.o " M.S. to 
.,lOJ - Bftalllu OUI- 1a -orlal -alUN lA \bo •loe141U)" 
-JIOI>IU *loll ~4 operata - •'-1- it U.olopo. 

Ja., Soc•Un lO 4lltcat - ,...._~- ••cmmt, tloo ottlhft 
of lho- ->.4 M cl._ o,U..,. lO pvolt.a.oo- ot \be~ ... 
-a alook of \bo -'9· !llo InsUla •U~a ...., •* ottlhft 
-.14....,.. \baM pri.S~. ~ ~• to. aot aalJ loe 11._ u 
oppor1W11t7 to ... _ a~to4 ntll-..s .. MtllO.S. ot -·•=••• 
&114 oporaUoa 'INt oleo lO ·~ a tiMilolal IAtoreat lA Ita •-·· 
Sllall ~ta 110ul4pn nUl tv\bar ........., .. tlt.at- OOrporaUoa 
101114 n•-u, "-• Brulllu lA ...,.....,_, u ..U aa anna: at. 
'1!111 lh""l4 -•17 ale1a1ao U1J ~Uoaa - -prlaUOD \bot 
alaf>t othorelM threda tho oaioa-lo •tva ot OOU' 1\ltuo tra.S. rolaUoaa. 

~ propooala tor 4o•- a4Jv.-t ID tho prtulpol u4 IAtaroat oa 
lht oxiotlAa 4ollar Ullt 1101ll:4 lt.aYa lO M - •l.S.n4 ID tho 11$ht of 
lht 4t-tora• oopoolt:r lO ciollaot t&ua u4 alao of tho oftHt ot -.&oh 
~- a4Jua-ta 1JI l.aproYJ.JIC tho poalUoa ot tho UD&Xolluco4 port 
or tht onol"Aal 4o-·. poriiaularlJ tho pori hol4 lA -po&D _..,rt ... 
ll4t"tr, U Ia app&nat tlt.at If thla plu Ia •ooNatll.llJ put ia 
oporoUCD, tho OOrporaUOD ~atoo4117 aoqv.lre Broalllaa proportloa 
wlioll will ooaatUv.ta .......St;r -•1114 Ua lA- 4elloDtuoa. 8oll4 
........... ot •• MOOU'it;r r.ltllt Jv.et117 - -ooaalou aa lO pru-
clpal aa4 tatoreat .-t ~ ot.hcWI• " 41tti..Ut to . .Uo. 

~57 
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A UAZII.UL'IIZ!tiCAII CORPORAnOI 

C&Qitaliaatis 

Firat Korts•r• ~· 

Antborittd $50,000,000 - 3% - 20-7ear boDda. 
Subaeril>td tor b)' thUttd stat.ea GoYeruoent apDeJ. 
SUbaer1pt1ona to be ealled 111 bloeu ot $5,000,000 at &D7 tt.e 

b)' tbe aetioo o.r the Board of Director• ettor the corpora­
tion hu oDCUt.d a oatlafactorJ _,..._t with the Bepabllc 
ot aruu. 

I.Dtaraat deferrtd tor 4 or S JMrl attar date ot 1 ...... 
Prlor1t7 onr u .. t.a aDd e&l'llilll•· 
Callabla at lOS &Dd. illtarut. 
S1.DI<1nc tiiDd of ~ of tha ~~et e&rll1Jico. 

Antborlttd f7S,ooo,ooo to $100,000,000 - 5~ - 50-7oar. 
Ottortd 1n oxcbaDge (plua stock) 1n blocb ot JI,O, OOO,OOO for 

f350,000, 000 Brasilian dollar obligatloDI ( lD dtfault) OD 
bulo of schedule (to be 110rlttd out tor aaoh laa11e oo 
aqlll table oxchaDge baele predlea ttd on rola tl'l'l nl11ee. 

l.Dter .. t to be paid 1D those 71ara oDl7 attar l'lrat llortgaao 
Boad lDt eraat baa been MrDed thrae t l.Ma. 

callable at 120. 
SlDitlDc tiiDd or ~ of MI'DlDI•. 

Tho taea ..-mt ot IDe.,.. Dllb&Dtaroo o:r.cb&D«td M:J be aboot 
2S~ ot taee -t of detaul.ttd III'Uillt.DI &Dd 0t.1 200ll of 
tholr w1cbttd a'l'trtp urut prleo. 

Caoltal ~· 

Jutborlstd 7,000,000 eh&rao. 

J , SOO, OOO obareo to be excb&Dgtd with tbe I.Dco• Dllbentllraa 
aa a unit tor the dofaul.ttd J>rasillt.D boDda 1D the ratio of 
S s hare a with each tJ,OO taco -t of dob&Dturoa • 

3
1
500,000 abaroa to be lallltd to the Brt.aill&D Go•on>Mnts or 

deslgDated aconc7 1D accordance with agre ... nt authorlalDC 
corporation to o:r.cbange 8r&ail1t.D bondo for llllrolo • I'D 
t ba unit ot 100 000 oh&rao plDI tJ,o,ooo,ooo taoo ...,....t or 
lll't.llll&D l>oDdo, for oach $10,000,000 or 111lroia ct.lltd tor. 
'l'bo Cor;>oratioo MIT DOt ue ldlrole ao t.CqU1red tor tbe pu%'­
chuo 0~ toraip ucbanga hilt ...,.t be upeedtd tor labor, 
eatarl&la, or l..a'l'eo-to 1D Br&aU. 
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Dirtcton 

;aono cUrectoro P' ""I re~t or now bcmdo Uld debo.ntureo oball be• 

Tbrto troa 1J1t.1 tocl Sto.teo ~nt - ono troe oooh ot 
three d .. ipato4 doparlooento or acono1oo . 

four doe1pato4 1>7 tho Bru1Um dobtoro, 
Two oltoted b7 iDDOM debenture holdoro. 
One _,1,. Dirootor ( .berioan). 
Ono Sub-llanacinl D1roctor (AMricu), 
Ono SUI>- Monoginc D1roctor (Bruillm), 

'1M tJ.curoa uood in tbo foroccinc 1lluotro.t1oll 110W.d o.ccooplioh 
tbt rol'lmdln« ot tho o11Ure -t ot Bruillm dollo.r bon4AI outoto.>dinc. 
OoiDI tc tho oho or tbo operation Uld tho poeoib11.1tioo of cr1tic!Jia 1>7 
....Ucol preuve c:roupo in Brull, it IIOW.d pzoobo.b}T bo deoiro.hlo to 
oe"""Plloh tho .... Uld 1>7 a mzaber of separate ... uu operat1ou. 

!bo act1rtt1eo ot tho Corporat1011 .,..t uocooNJ"il1 be COD!iDod 
1o aoth1. tioo which rtll oYDtu.l.lT proc!Dco dollo.ro aod not .U..eio. 
toll roodo Uld briqoo, pnbllc utilltiea, Uld indutri&l c..-panioo 
will produce onl1 ailreie. ll'e wat aUld rooNJ"ch aen to dOYolop 
products for export which ..., be c~ in thlo arlr.ot Uld which 
nocouar111 will bo DOD-<>OIIpetitiTO or at loaet ooai-llon-coapet1t1.,. 
wit.h our om pzooduoto. Col4, .ua.o..da, lead, end -uoao dopoolto 
abould bo co.retull;f uplorod. Vegetable and nt oil in tho northem 
put Of Brasil abo\ll.d aloo be C41'0!\ll.lJ' otud1o4 for larger dOYtlo~nt. 

'1M Braoilian Conrnaant rocent}T purohaaod ahout f,SOO,OOO 
'"rtb of oil wo.ll drill oquipMnt, Uld it lo tull;f oxpeoto4 oil will 
nonluall7 be J.neatod, Tho iaportatioll or oil OIIO\IDto to tho oqu1Ta­
ltnt of opproxiaatoq t6S,OOO per clq, or, oq about $2.4,000, 000 per 
...... Thlo ucbo.nio !aport requir-t cau.ooo a qo drain oa tboir 
rorol&n uohanco pooition, and, 1t tho u cbo.nio !aport roquiro•nt 
coald bo ol1ain&tod t.llrol>cb local oil producti011, tho Corporation 110W.d 
bo Juotitiod in tiDancinc oo a tono bo.oio re!iDarioo acainot which aa 
tq11i'falent oararlr.iDc ot dollArs CJ"O&tod throucb our pvch&ae of aport­
able products 110uld &bow a dollar 11qu1datiOD o.,..r o. peri od or ,......, 

Coo.l otforo uother pooaib11.1t;r, u Br .. u .....,.., o.pproxi­
•to)J' 3,000,000 toea or coal per..,....- l,SOO,OOO tou o.rt taportod 
and approxiao.tel7 l , soo, ooo or low-crade coal o.re pzooducod in Bra&ll. 
Aecordtnc to rooont intorution, .-ting troe o. rollo.blo oouroo 
IIllich ea.. about aa a result ot tbo recent llll"Nll' ao4o b7 tho UIUtod 
st.too Stool Cot&pan;r in connecti on with Bru1l1o.n 1r011 oro dopoalt o, 
bleb grodo coal 111 large quantities has been locat ed 1n lliDoa G&raoo, 
Ir tbla 1nroraat1on ahould proYo to be correct, .., inYoataont blf tho 
Corporation 1n oquipMilt to produce coal would be warranto4. 1ho nocoo­
a1ty ror turulahinc toroiiD excllango tor their coal roquir-nto ~be 
u... bo tliaiDo.tod, and the oqu1Talmt or aucb foreign ucbo.n&O c 
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.u-wd t or a r..tttance to • ...,.... tboir doll.ar ~to to tbo 
eorpora UoD. 

1'ht aboYe uaaplea Df coal a.ooi ell art .. rel;f 1Dd1oatad to allow 
1J>1 t1P' of illnatamt to which tbo Corporation abcul4 contille itt 
act1Y1t1u . 

Tho dol.l&ro obtaintd tbrOU&b oala of tbo J'iret llortsace Boodo ara 
1uentl.&l tor the purcbatt or capital goode, atari&U and equi-t ill 
IU UD1 wd s tate• , wbara oot obtal.Aaba ill Braall. The llllreil 'rill bo 
aut! tor pl.1l"Olll ill Brull, tor raw aterl.&l, equipMnt, ate. which can 
bo purcbaaed ill Bralll. 

The &tpubllc or Jllraall aterta wt with a fair UIW'&IIca 1t c:aa 
retire ita axtan>al doll.ar cl.bt. That tor each doll.ar or debt tbu 
ret1rad there 'rill bo tbo aquinl...,t ill llllreia tptDt wit.hill the COUDtq 

! £0 

by the boat anacuOIIlt to be foand ill the world tor tbo parpoae of cMnJ.­
opi.Dc tbo raaourcea of tbo -.,. ADd tor a pr<>fi t ill which tbo Braalliana 
~ bon a bolt illterut . 

The poo1t1on or tho .Aaar1ean b0Ddho14ara io itpr<>Ytd t-anaal;f. 
t.arp protita ahould be ill the wood. It earui.D&e obcul4 be ballt up 
_,tins to 1~ ot the capital o.plo,...S (which io not out of reaao11 ill 
a "" countrr) t he boadholdare ahould bt poaauatd or aquitioa UOWlting 
to lOW' to the t iMo t be prtltDt II&Z'Dt nl.ut ot their dtf&uJ.ted boado. 

The United Stataa Co'fonuoellt acenc7 boo bought a fair eecurit7 ADd 
the collateral &d'f&nt;acaa of defeD.Oe, tr&cl., and good relatione 110rt than 
orraot &117 riob ill'fOlYtd ill tho n11tw't !! pro!!!rlr !IIIIlS· 

.\D7ont can deaicn a ~ which 1o tbooraticall:t duirable, but 
to ..U 1t work 11100UIIIU17, it 1o UatDtl.&l to pielt tht ..., who art 
coapotout tor the Job. 

The •m• PAC Director ADd '-"""laW oboul.d bo tht boat, 110at 
•JPOrl-td 1Dd1widu&lt aw.llable ill thia eo•trT· Th~ abouJ.d bo linD 
tD11 aotboritT ADd reopcuibW\7 b7 tbo ciJ.rectore. 

l t will aot be .., Mlf7 • toter to ti..Dd pr<>titaba &d.,..,toaraa in 
Bruu tor a larp priAolJ>&l - t ill a abort tiM. A wide Y&rit.\7 or 
••torprittt and illnotoo...ta would bon to bo 1Dollldtd. Proper anac•­
-t ot Ncb wouJ.d haft to bo aaiNHCl. ID the iDitl.&l ttapa 1101t 
b.llintuu ww14 haft to be at.atttd 1>7 .Aaaric&lll. 111111 tD(i.Dttre and 
Other protutioaal - wou14 be taJ<en trooa thil OOIIDtrT• 

Th- ahould bo DO praoeure upoa -«•••nt to ttplOT copital 
Wltl.l tht7 art eatiatitd it 'rill ba protitabl:t ••played. RoatiYt17 
hisb talt.ritt will boYe to bo paid the ttatt bae.,..e - capabl.t tor 
thl.a J ol> art rare. 

Dlaotar u practical, oparaUODt ill partoarehip witb ettabl.iahtd 
•oucorna or 1Dd1Yidll&le abaald bo 11.,... l!rlorit.7· The po11n111t1•• or 
tou!itaau.,. 'rill al~ be a Dicbta&ra· a... can oq.Utiu bo prcltd 
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ap~nat t.hl.t &ad r..Ucal d1etw-bceeo ot chong:!"' co-tat Qll1clt 
tw"DOYOro obou.l4 ~ aoqht, .. pee~ t booo that w1.ll atiaal&ta trade 
rttll tbia co\IDtq. Sllould the illit.l.al riata be l&rcol;r coetinod to 
cout u eoat 

suppoao t ho utorprioo io a failure eithor tbroiiCh gon.......,t 
!J>terrorence or beoau.o or poor II&I>&£OMDt. ID all 11kel1boocl a tallure 
...ul4 not l>oco•e olrrioWI at tho t1M ot •x'••• co.-!t.Mnt 1D Firat 
11ortgage Bonda . 8&7 tho 1Jilitod States Go ... rtiMnt baa lost 2' 111llion 
1n the ontorpr1oe. llould it be \IDI'O&ocmal>le to point out collat eral 
do!onu adY&ntacee wb1ob lOOT 1D part or 1D whole otroet web a lout 

In web a !&11111'0, 1t tho Dorican l>ondbo14oro on Uq11J.4at1on 
roeein bock on1;r baU their defanltod l>ooclo, th-r baYe probel>l;r loot 
jun halt ot aoth1Dc. 

I ba•e a roo11nc tho riok lOOT ~ C-ll&Urata with t ho potential 
pin. J.t arq rata, tho project sboul4 ~ carotu11;r -uod. 

~ 
'!lui war 1D !IUropo boa broacl>t into 1211ploaaant roller tho ....... ua­

faetor)' rtatua or ba81Dooa &ad cultnral rolationa ~ ..... tb1o coaaf.J7 
&ad L&tin Aaorica. U tho ba81Doea • o or tb1o coliDtJ7 with tho coopera­
tion of tbo Gonrn-ent do not take a<ITODtep ot 1Doroaa1Dg thoir Yol._ 
of trade t brOIIJb tara t1Daoc1Dg while the opportun1t7 1o preaeotod, the 
a&tlons of Europa tbrollib price ditrerantiala obto1Dod b7 low coat 
production, aubaidiee , propaganda and acrreea1Ye exploitat ion, will at 
tbs hrminatton or the war aga1D reeatablieb their position. Tho 1n1t1a-
t lon or long-range pol1o1ee b7 this couotey at t his U.e would l>e aoet 
opportune and will aoco•plieb tar .. ,.. than cu ~ acco•pliahod attar tho 
eloae of tho war 1D tho t aco of seTore European ccapeti Uon. Fllrtbenaoro , 
11tlbl1sboont ot European atrongbolde 1D South and Central .&lleri ca 111111.­
fntlJ accentuates t\ltnro do!anae probl .... 

'!lui pr1Dcipal deterreot to a go-ahead procrao &ad one which r e­
quires 1aood1oto attut1o11 are tbe extatiDg defaulted oblJ.cat1oDI. ODl7 
lllltU a oat1ataetoq eolution of tbe dobt probl• 1o etrectod can t\111 
eoa1'1donco be r ootorod. 

R. E. llcConDell 
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Tbere uoo are U... tl,OOO,OOO,OOO tu. _,of dofal.W 

t.a~I.A AMric:aa "-do 1a \be pouulll.oe of ..U ia""""" 1ft U.. 
!fa11od St.> t.e • 

:.62 

Tbo ub\oeoe or We larp -'- ot dofal.W obllp\1 ... 
0011otl~u\oo a ..Sou elonule \o proper rela \1..,. bot••- till aal.W 
St.ow• ud \Ill L&\ia .-.noaa .. pUll••· 1\ 11 daat.Nct.lft at -
nJ .. ••· n 11 • ,... Ulb' t.o ~. - 1a u.u -ur """ lllP' 
coowaplato f1Diaclal -- 1a L&\ia A8enco. I\ 1o a ooriOIU 
-...o or irrit.\1 .. \o L&\ia .IIMri- 1a da&Ua« n\b c1u ..... or 
Clio co\IDU,Oo n ~ .... 'louiaou-- \bo -ncaa r·u·­
u ... 1a t..\ia A8erioo a\ a ..Sou 41.......,\ap 0'1\lo oU..ro. n...o 
dof•ul~ MU.aUou ooaau•t. a dahrroe\ \o 011r roro1p wado, t.o 
our foro~ rela\1 ... , \o t.be 1oocl ,.11!)lbor pol107, tJld t o tuq der­
Pf'OifU i n \bio -ur or 1a \be w.n.n Hal.apllora , 

n ·- ...... all \oO apper .. t \Ill\ t !Mo lfO&\ lrulk or \bio n.--
•141 ahaul4 .............. - .s-. ..,., or \Ill lt\laiMao ... -~ 
~•1ftd. !he eapUal .-UJA..S b7 \Ill L&Ua M&rl¢Ga 1e ....., l.e"'­

MI • wioelT ued, JIMdl or - oaplW aad \bo CODtrol Oftr \bo -
.Uwn of \!>&\ - Npl\ol _, ,., ol oM}T -....! bJ t.bo OIIDdoftJ'l\ial 
11ouau 1o tbi• -ur. 

Tho poDOlQ' or bolnc "I'OIIC WD \o tqnt:r JO&rl i CO h boi nC YldW 
no• llpotl \he IMll lll'taa\on 1a \bh •-v:r • ho bou(bt tho boodo, u;oa 
tt.o Lotio .loaorlPa -t.rl•• wlolelo are 1a dof&nlt on t.b• lr olll1co\lo010 

upoo 1.1' .. !JDlW 1\6\oo ao a llbolo, aod, 1e tact, upon t ho on tire W.o\oft 
Etoiopl>aro. 

1111lo Wa 11-\lon lou odoW a .......... of,...,, tJld Ulo D&wre 

&od 'JiaCQltade or \loo proltl• ..... -· ..-piaed b7 -· \ !More ........ , 
,.... ad....,oocl O&T """blol e plaaa t.o ne\11) \ ho enl. llo oooa\nae\lft 

•utcuttae loao - ..... -7 \be lloDdboldoro or tbelr repreoa\&Uno, b7 
tho undornlt.ro, ~ \ he !.aU.. .loaorloua or b7 t blo Go•an>MIIt. 

lo ..,. boa ot\&olted \ho J• or t.arlnC """" t blo ..U or dotaloa~ 
Uoa • •.!ell 1oao - -w ....,.._ till t•o coo\iaoa\1 or tl>o Wu wra 

Hooiopl>aro. 

1bo c.u--toM&e ftlelo ........ tloo uronlt 1e ... , le•~ or 
Uta t..\ia a..rtoaa ollllca\1 ... loon -. q\11\o dlrr ...... t ,._ \bo eu-
0\lao\oaooo whloll cauo4 daC&I&lto or - Ev.ropeaa 4ollar bOild ilftoo. 
Tbo 1.!1 t ie a..rtoaaa 41• DO\ poooaea tl>o r ooo,..... nor t.be uport ltal&~~Cot 
•l~b • lllc:h \o ob\aia \loo _....., dollor ••b••r• oblob would aal<a U 
l'OUil>l o \o - .. \M1J' dallar -.....so. !bo:r an boaoot, 1nola\&r;r 
dor&ultoro. 
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!lot ..u etfeet. ., tile ~ -1-~ ... aft -~\I.T w ~\I.T ftdW ..- • ~ pro)>Onioa or \a. o1U­at ~ ~. _. 1\ U JlftiiU' a1111 cl~le \hat Wo __ , 
~ l.a1Udo tile otrm to ... ul) the IWI\&lloa \11.11\ haft lie• ..... 

n. people et tiM loa\la -.noaa s.,...u .. ..,1114 ao\ lHo ·bl o 
\0 a plea .~ iaoel'l' .. tw\bor ebli&a\1 ... oa \hair po& OntlllU.. 
_.. tbe 41-'" et N· d•l obU&oUOil8 ..U ~ acU•\e \ba ..ua \bat ~ ..s.n. 

t be Ilea\ Mk\1011 .-1.4 lie •• wlde.ll "GlUM~ U opo ... o t \Ill 
ilotalll\14 o~Uou Wl4eb _. .Wt, wldob u...,...a\oo a poUq ot 
eooparaUoa lie- \lla ,_..1• ot •1'\ll -loa ... ...,_. oloMrlM 
ud •oioll 'dU Wille ebea • lle\\ana\ h lh t .. a\udau tw all. 

~lola _... ..... - Maldaoo, 0\11' •'"'-\oral M\orl.alo, ..,. ..., •oc,_S... uperloaoo o1.- • ldeb to Nll4 ~hol..r • • ~\ 
06J)&61Uu Ml4 faolUUoo. ra .. , pro'l'lclo a • •no tor tbea to rw 
\h& '-ll&n o.od t be ....U\ wl\b • bleb t o obto.la \b&aa \ldoca, 

tldo -1'7 _..., ... outle\1 tor 1\o capltal ~ and 1\o 
- r , _ . o.od t or t.be •w,rl•lAI llluiMao - or eaclnoor atacb _,lie l.alUaW 117 a proporlT llocv.d 1Mr•-.t field tor 1\o ~ 
Mpl\al. 

1bo traUoro DO l .... r olio\ lA \ Ida -1'7 altllaNb a roaarlt· 
o\1¥ 1u,. pe..-\sco of t.be - plo or Wo •-\17 oUll poooooo tbo 
rue qulitloa ..,. apU\!IOie ot tbo lllu!.Moa pl ... oro. thoro otlll 
IIUW a l.up t1el4 t or llloll ap\1\ ... lA llooatll .U.rl o,, Ir ... 01& 
~tro\e to \llo loa\la ...n ... \hd " ..,.. ...nq of ldo -~ """_.,...u ... , •- top\llol' .... both t11o AIMI'iooo ..u IHitwr 
pl.- 1o wldob \o lift. 
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Ro•aaber 30, 1939 
11:15 ..... 

PRESENT: llr. Hanea 
llr. Magill 
Mr . Tarleau 
Mr. Blough 
Mr. shoup 
Nr. lek••• S\-,tA\.. 
llr. Randolph Paul 

H.I!.Jr: 
work on. 

Mr. Paul, you gave the boye eoaething to 

llr. Paul: I did augg eat a lot ot queet1one, that 
11 true, probably t here are a lot I d1dn' t think ot too. 

H.U.Jr: The President gave me a eemarandua which 
waa addreaaed t o him and me. Aa eoon a a I got it I ga•• 
i t to these gentlemen and ot eourae there are a lot ot 
revenue tigurea that you raise. I don't know whether 
they hava had time~ not. They haven't; they are out or 
training. They have not worked n1ghta recently. Johnnie, 
could you tell me what arose this morning! 

llr. Hanee: I want to aay at the outset ot thia, 
1t' 8 a large order a a you can v1eualhe. They have not 
really had enough time; r eally confined diacuaaion to the 
cne new aubjeot which we had not d1aoueaed at great length 
1n the Treaaury. we have been doing 801118 worlt on it. Aa 
you ltnow, ltr. Shoup hae been bue1ly engaged working on the 
exceae pr otita taxes eo we have not oontined ourael•e• -­
they -- I ha•e been in and out or the diaouaaion on acccunt 
ot South America -- confined t heQaelvea largelY to the 
41aoueai on ot the one new eubjeot. I think the things 
!landolph Paul have auggeeted in t hla memorandua are , tar 
the latge part, t hinge the t the Treaaury 1e nry tam111ar 
w1 th. I don't think there 1a anyth ing new in here at a.U. 
There may be one or t .. o, but 1111nor. 

open 
they 
that 
been 

The one new thing that we have not devoted any 
attention to ia exceaa pr of1ta, ao for that reason 
figured i t waa beat to atart out with the subJect 
haa been dieouaaed the leaet and that'e what we ha•e 
working on. 

H.ll. Jr: Exoeea prot1ta ia 1n your memors ndum? 
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!olr. Paul: Yea, t here 1a a separate memoranduo on 
th8t . 

1~. Kanea: But that's what t hey have been talking 
a~out. I don't think Ross has had any time, I am eure, to 
digest t his memorandum. He did not aee it until this 
morning about nine o'clock so he's not had time to digest 
it and I don ' t think much can be aooompl i ehed now. Cer­
tainly no onee mind has crystallized to the point of coming 
ln and aaying we have agreed on that point or we are not 
agreed on that. It has not reached that etage by any meane, 
0 o lt would eeem very little can be gained here unlese you 
want t o get into a t echnical diooueaion of these various 
ite~s, which I don't think 10u want to do. 

H. I!. Jr: No, I don ' t want to show my ignorance. 
That would be fatal. What I want to do within a reasonable 
ti~e is -- I mean, the President undoubtedly -- I am having 
lunch with h im -- will ask about t hia th i ng and I will 
simoly say that t he gentlemen are here and we are trying --
1 suppose we will get the thing -- the thing ie progressing 
-- t o give answers in dollars and cents to the questions 
which Mr . Paul ra1aea as to estimates. 

Mr. Blou~h: A copy of this was put into l~ . 0 1 Don­
nell ' s hand. 0 course O'Donnell is not under my super­
vision. He i e under Yr. Haas. 

Ur . Hanes: I was going to suggest by way of maki ng 
progress, to eave these gentlemen 's time ae much as we 
could , my thought was to get all the pointe in thie memoran­
dum wr.ich are not clear t o our eeonomieta and also Tarleau 
.. ,,o wlll be charged with the legislative drafting work in 
case any of these things should be aent to the Hill. I~ 
th~~ht wne to get all of the question& we could pump out 
or Randoloh Paul while be i s here and then oome back with 
ar. answer ' t o h ie memorandum asking for eatimates on each 
one of these various items. Firat of all he does not know 
what it the total revenue that will be produced by t h is 
pr ocram if it were adopted in part or toto. He has no 
fleure and we do not know at the mome nt what the produc tion 
or revenue will be, and we don't !<,now the point we are 
aiming at. 

I read in the papers the President had in mind 
Ssoo ,ooo ,ooo. That may be or may not ; I don't know whe ther 
it ' s aut hentic or what we are shooting for , but take thie 
Picture and aay each of these 1teme will produc~ the 
followiftl': revenue and match one good with one bed and 
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18y we will loee eo auch and gain 80 ~oh and in toto 
b&ving in lllind t soo ,ooo,ooo or t7oo,ooo,ooo, or whate;8r 
you want to ahoot for. It would eeem to be the anawar 
on what thie will Produce in revenue and then epeoitio 
oommente trom the Treaeury or what your opinion wae or 
each one ot theee 1teme. I don't know whether that• 1 
your idea or not. 

H.IJ.Jr: I do know he wante ue to give him the 
revenue f£8Urea on t his. Whether he wante ue to oo~ent 
on everyt hing ot Mr. Paul' a, I don' t know but I can aek 
hlm, but certainly the revenue end. 

:!.6& 

lo!r. llagill: 48 llr. Ranee hae eaid, eomebody wae 
good enough to nu.mber t hese and there are <l6 propoeale 1n 
thla memorandum, aside rro2 the exoeea pr otita taxee , 
which would be <l? . Well now, taking the <l6 I don't think 
yoo would have any great d1tticulty i n acquiring, even 
before one o' clock tOday, it you wanted to, a etatement 
or how much revenue t hia produced. The magnl tude ot the 
particular change and whether one ot t hie group or the 
groop &I a whole ia generally ln tavor ot that type ot 
auggeetion -- I said it that way beoauae Paul on the very 
f lrat one , personal exemptions, he suggeets a change i n 
the law with respect t o personal exemptions aside rrom 
the amendment , which possibl y not all ot U8 might agree 
to , but we might aay that it you do want to rai8e •soo ,ooo,ooo 
thAt &?.'Oe change in t he personal exemptionaisdealrable. 
So I think you could have it right qu i ck it you wanted it. 

H. M.Jr: I cruld not di gest it. 

!lr. llag1ll: You could not poaaibly on <l6 auggesti one. 

H.M.Jr: No, I could not . It I could do it thia 
way: If 01 Donnell worlta separately, Johnnie, he could be 
Preparing eetimates. I t ake i t he' s doi ng that. 

lo!r. Hanes: Yea, air, he'e worki ng on it now, but 
or courae for the purpose ot this di aoueeion -- while we 
are here, I t hink we ought t o use eetimatee that we have 
already made up. I donTt think there ie time t or him to 
go back and make up any eatimatee on all theee thinga. I 
th1nk it will be aat1a!actory -- we have eetimatea on most 
ot t heee baaed on last year's etudy. I think that wi ll be 
t he beat don't you, Rosa? 
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ur. ~ill: Oh yea. To phra%e it the way I would 
I don't thi it makes any difference tor your purooeee 
whether it'e •so,ooo,ooo or $so,ooo,ooo. What you' want 
to know ie it' a a •so,ooo ,ooo change. Similarly, you 
would rind some other changes where we would say it'e a 
totsl ot 9500,000,000 -- that I don't think you would care 
whe ther it's a t3oo ,ooo, ooo or taoo,ooo,ooo ohange. 

H. I!.Jr : What I want to do 1e eend thle thing back 
to the President with a suggestion ot what each computati on 
means, plus or minus; tha t ought not to take O'Donnell a 
very long time. That'e one thing I want to do as soon as 
possi ble -- send back what I call the Paul Plan with blue 
ink and red ink, just t o show !)lus or oinue what each one 
or these suggestions coats, and I don't know what the 
President wants to do but h e would want that and I want 
to ge t that baok in hls hands aa soon as pouible. I 
ahould t hink I ought to be able to say -- I osrtainly 
ou&ht to have that thing tor him by Monday. 

~~. Hanee: Is that when he gets back? 

H.ll. Jr: Ae tar as I know. 

~~ . Hanee: We can certainly do that. 

H. u. Jr: so I can send that back to hlm and say, 
'Here , Mr. President, are the revenue tiguree with no 
eommente trom the Treasury, j ust revenue.• I would like 
to have that if it is physi cally poesible. 

Mr. Blough: I would lllte to make two co=enta. 
One is there are eome items on which no intell igible 
revenue 1 te11 can be worked out. 

KJl~: All right then leave 1t zero, but I want 
this ro~Preaident and give it to me on 46, 45 or 44. 
But I don't want to be blocked on thia. I want this for 
the President. 

Mr. Blough: What I mean 18, nobody knows and nobody 
can know. 

H.I(.Jr: All right; say on suggeetion !.~ n~b~~~ :" 
answer, but just because you can't answer 2 UUM 

0
1 ant 

I don ' t wo.nt t o be i .n the position or Hanel doe~~ t ;.d 
to be in the position or the President aaying, aa 
tor th1e, why don't you give me what I want?• 
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a.tr. Blou~h: There are a few on whioh we will han 
to say we don t know. 

IDI!'/f All right , give it to llr. Paul and maybe . 
he can p you. 

Mr . Paul: I am not a atatietioian. I don't know 
anything about that . 

Ur. Blough: There are a few on which I can give 
oore dehnite details. 

Ur. Paul: 
are ~ot clear. 

There may be phases of the memo that 
It was ~reduced in a hurry. 

Ur. ~lagill: A suggestion for your estimating. Aa 
yo~ are undoubtedly aware, Mr. O'Donnell ia anxious to do 
a .,..~e rul, scientific Job for you. Thi.- 1a not a caae 
where th~t is really what you want but what I think you 
need t o do is have llr. Paul sit down with l!r . 0 1 Donnell 
and take p~rsonal exeoption, the first one, end say, well 
now personal exem~ti on, which I assume for purposes of 
estlrMte , are these. How much money will t hat be, and 
so on. A lot or these suggestions t hat Mr. Paul has made 
arc open-ended suggest i ons; might be done this way or that 
way . O' Donnell and no one else can make an estimate until 
you onke some aseum~tions, but it can be done and an es­
timnte satisfactory for the President oan be obtained for 
t!onday . 

~ 

l!r . Tarleau: But we will both have to work with 
llr. 01Donneil. 

!!r. Ha?;i ll: Go to them and get whAt you want. 

IW Jr: The ot her thing Johnnie was talkir.g about 
ia ao::etlltng quite d1 rrerent. Re u.ye we have seen in 
the papers the President has i n cind t soo,ooo,ooo. I 
don't know what ways there are of raising the $500,000,000 
wtich i s something else. That ' s what you are talking now. 
1 don't know whether you want to l i st them with the stuff 
from Paul or the stuff we have, or whatever is available, 
but from what you and I talked the other day it is com­
Paratively eaay. 

Mr. Hs.nee: Yea . 
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K.M.Jrt What elee have you got in mind! 

Ill'. Kaneat I would euggeet that e)IJ)erts go right 
on with their worlt and talte these t hinga up and let Randolph 
explai n what pointe have already come up in the certain 
technical parte about theee euggeatione which we ought to 
underetand before we can make any intelligent comment on 
tbell. So I would auggeat t hle group continue on for the 
rut ot the day doing ae 1111ch and ooaaplet1ng aa 1111oh ae 
they can today, and it they can etay toaorrow, tine, and 
if they can't we will aalt the queationa and write them. 

Ill'. Paul: I will be very glad to atay and clarlt:J 
an1 open pointe. 

K.M.Jr : It you could etay ao that any doubta Ill'. 
Blough or IIi'. Tarleau or Mr. 0' Donnell han -- eo t he:r oan 
put them di.rectly to :rou eo we can give you the beet 
revenue t1gurea poaeibla. 

Ill'. Paul: I w111 be very glad to atay right through 
the week. 

Mr. Tarleaut That will be very uaetul on a lot ot 
techni cal onea. 

K.K.Jr: I have done a lot ot ta.llti ng. Do you feel 
fr01:1 the contact you have had with the Pruident that thAt' a 
•hat he •ant e ue to dof 

Mr. ·Paul: I thlnlt eo. 
oularly revenue t1gurea and I 
t o have any oosaanta you want 

I thlnlt ao. Ke wanta part1-
aa aure he would be very glad 
t o -.lee too. 

K. M.Jr : I thlnlt it we get the revenue figures OTer 
t o him tirat a nd it he -nte oomMnte he can aelt for them. 
Ie that all right, Jabnnief 

Ill'. Kanet: Yea, air. 

K.M.Jr: Aa I remember it he eaid Juat take 
He d1d not aa:r .uoh. I read thie and t he t h1ng it 
for ue to do ia aupply revenue t1guree. 

t hle. 
oalle 

Ill'. Paul: I am aure he ie intereated 1n that and 
I feel quite aura he would be equallY 1ntereated in any 
OOIIIlllenta you ai«ht -.lee. 
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H.Y.Jr: rortunatelJ, here ia the Trea.ur7 there 
are no 6obb1ea on an7bod7 and theJ oan .ate their ooeeeente, 
and eo forth and eo ~. and ln taot that will de•elop ae 
we go along. ,So I think it 1e all right, Johnnle, f or 
them to go to work on thia. 

llr. lienee: I think that' a the traJ we will gain 
the moat time. 

H. II. Jr: And oertainlJ it the7 get Paul' • lnterpre­
tat lon on eaoh item, if the7 haYe to deteratne reYenue, 
that would be the time if the Traaaur7 n nte to ll&ke &n7 
coa::~ente. 

llr. Hanetl All right, air. 

Regraded Unclassified



• • 

•. , .. .,, , .. 
• • .... , .. tD -~ 

1a n. e1 * r.n ,., ,... • .,. ..... • .. * 
~ ... ""'" -.. o.ft - .. 1 .... - ot patnW., 
-~.~.u .... s......__ ...... _,u..u~oe ., - _ ........... _ .... ill...,..._ ...... 
• , ..... lt,... -u - .. lie-....... \lila Oeeet 
.... ,.. fit ...... 1 MI Tzz. "'Q1 I !'IIIII VJe 
., pleM .. .,.,. ill -..., er as.• * • ., .,. , -
ai....U .-.., I.e - JIW-6 (-•UW) patnl I ' 1. 
It -a'- Mil liM.$ •' ..-.- "'- te Mft .....,., ... 

• ttnr ... _, ~ ., - -'- ... ,..,.u.., 
""' "· - eM&u-1 _... ... ,..,.u. .. ._ ,_ 
.... MQlue ...... ,, ... 

tr .. -u olltate , .... t17Ui -·· - -.lot 
"'"'"' ... "' ... ,, \lila Oeeet-... lela Al.rpol't, -
- et n.,t.,__, r&eU 1a-T-. 

he Gout o.n le _,. -• MM& .. ,.& 1a , .. _tftli.,. ...,... ' '!IF .. - •• ..... "' ~ 
~ fer elf - patnl. "" -.. .. - ... -
tl.,. .....,,_ at tue _.,., al..._ - en .,._ -
-.aa fer Mliftl7 te ~ ill,_,, lt ... -
..... ~ .. ~\lila ~ltle-- ........ - Olllt 

., ...... le pa-.1 -'• 1a - .. Nlat- "" 
lllftll .t.tt...Ue ,._1. 

"" -- e~ , .... , __ u ..... p1eeM 

-.lot 80t '!IF .., - hUT- - ..... t• paUOl 
- - ....,. fill tlll.a '""' ... -u r.a1Q •tenal 
_.._. ..,. 1 u •• t or - petnl eenlee 1a W. 

"' "• a 7• 

UJ/r 

/ 

e,. \.'I- ). 

-· 1 

Regraded Unclassified



pAJW'JIJ\AB OP m.JOBev RIC&IftD 

!'ROM: American :lilbuay, Berl1n ( Tia Bruueh) 

DATE! lloTaaber :50, 19:59, 4. p.a. 

NO. I 2U:5 

The following ie etriotly oonfidentiall 

Merely brief faotua1 reporte appear in the Berlin preea 

with regard to the raoonatitution of t he Ruaanian Cabinet . 

However , the papera vnich pri nt the deepatohee trom their 

Bucharest and Balkan corraepondante , and which state taa 

a1niaterial ohangee are aot1Tated aore by inner political 

oonai deratione than by foreign diplcaatic coneiderationo, 

hove been quiok to point up in the headline• that there baa 

been no change in the strictly neutral policy of Ruaani a. 

The Berlin navapapera in part icular have not mentioned the 

poaaible ef fe ot that aar haTe been produced by the difficulties 

in the current Geraan-Ruaani an trade negotiations. In refuting 

foreign preaa reports suggesting the role played by thia 

fact or, both Garaan offioiale and a eabere of the Rumanian 

Legation haTa denied that the cour•• of the Garman-Ruaanian 

negotiations bei~ carried on 1n Bucharaet haTe had aD7 

aer1oue efteot. 

Geraan oftio1ala in i ntoraal oonvereation e:q>reae con­

f1Aence that Germany '• additional r equirement• of rev material• 

t~1ll be aubetant1allY tultilled by Rumanill. they point out 

that aotiva negotiations are being carried on. The blunt 

remark ie heard ocoaaionallY that RumaniA cannot retuoa to 

cooperate eoonoaioallY with the Raioh because of the present 

underetanding be~an Gera&n7 and Rueeia, and beoauae of 

• 
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RIIIWlia' • tear tor Be .. arab1a. 

• ..,3 
.!. I 

At tha Rua&Dian Legation it ie denied that aD1 eerioua 

d1tticult7 baa ari .. n 1A tbe negotiatlone. All n1dence ot 

tbe good unde.retand1ng between 0.l'llaDJ and Ru.ania, tbq 

ea1d, 1a the taot that O.raaDJ 1e continuing to ship aru t o 

Rlllllani&• Howenr, theJ admtted that With regard to tbe 

exchange r ate• ot the Olll'renciea ot tbe two countrlea there 

waa an i~rtant contliot ot Yieva, and indicated that 1D tact 

GerQallY had aelted that there be an 1ncred 1n the exchange 

value ot the aarlt b7 about &<> percent aboye tbe ott1o1al 

rate which tbe Rumanian Central Bank baa eat; l t ia belleYed 

that eoae oonceeaion would b e aade toward tbe Gel'llan point 

Ot YiW. 

Souro .. 1A contact rltb tbe petrcleua trade l n Oel'llaDJ 

belieYe that O.l'llan needa tor lncreaeed quantltiee ot Ruaanlan 

oll are tbe reaaon tor O.ruaDJ'• 1Daiatenoe on a more taYorable 

exchange r ateJ or the II&J'It. It ls eald that recentl7 a change 

vae aa4a ln Ruaanlan regulation• to permi t the oll compan.ltee 

to keep 7& percent . ot the exchange proceed& ct their &2Port 

shipaente tor their own uae . It tbe7 eo dealred, tbe7 could 

d1epoee ot lt on the •eabargo exchange aai1<et• • In thie Vfl7 

the7 would reoeiYe aore than trtce a1 mall)' 181 ae would be 

r ece1Yed lt theJ eold the exchange at the ott1o1al rate on the 

ottlolal exchange aarltet 1n Ruaanla. HoweYer, t or Oeraan 

olear1DS 
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clear1DC aarlta the aabargo aan:et P&J• no euoh prea1•. 

Tbue Rwaanian producers hen 1nahte4 that GeJ"'Ian iaportere 

ei ther PaT •ora la7 tor their ordara or P&J 70 peroan1; 

of their order• in tree exchange. Up to the praaan1, tbl 

GeriiWI Gonrmunt haa not been willing to allot tree tore~ 

exchange t or iaportera ot o11 into Geriii&IIJ; the Ger~~&~~ CJonro­

• ent will eleo not pormit then 1!11Portera to raiu prieta 

1n Germ&n7 ao that tha7 could P&J a prea1ua to proauoan 1n 

Rwaania. J.t leaat one ooap1U1J haa aa a result tnporar11J 

canceled ita ordere in Ruaania. It olaiae that 1t would be 

neceaaary tor it and other German petroleua iaporte.re to 

ra1ee doaeetic prices b7 about 1 percent in order t o aeet 

the aemanda ot the producers in Rumania. 

It is requeeted that pertinent portions of the ahoTa 

t elegram b e repeated tor the Treaeury'e informati on. 

END OJ' MESBAGJI!. 

EA:LW 
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TREASURY DEPARTMENT 

INTER OF"FICII!: COMMUNICATION :1s 
' DATI llo•e•ber 30; 1939 
' 

TO 

, ... 
Seoretar1 Xorgentbau 

l!r. White 

Subject: The Finnieh Situation 

1. 'be economic loa a to t he United Statee will not be great 
ehould Ruaala conquer Finland. 

(a) Finland hae outetanding dollar obligat iona ot 
$20 ~illion, the bulk ot which ia probabl7 held in 
the United Statea. The Rational Oo•ern8ent baa out­
standing about t9 ml.llion ot dollar bonda, local 
go•ernmenta ha•e $7 •1111on, and pri'fate oorporat1one 
have $~ aillion ot go'fer08ent- guaranteed honda. 

(b) We will probabl7 loae our Finniab export market. 
In 1938 we aold to Finland about $12 mil lion ot goode, 
prlnoipall7 manufactured products. The Finnieh market 
tor our exporta i a ama.ll relati•e to our total exporta, 
but the loae a&7 be permanent. 

(c) The loee or Finland ae a aouroe or supply to us ia 
not at all aerioue. We hu:r annual ly trom Finland about 
tlS million worth ot goode, coneiating chiefly or wood­
pulp, and newaprint. OUr imp~rts trom Finland are oo.­
pet1tive in pa.rt with United Statea produota and are 
CC"i)eti tive wi th Scandinavian and Canadian erporte. 

(d) We may loae the pa;raenta on the Finnieh go•ern~ent 
debt to ua. The paywante are asall in abeolute tigurea 
but ot large tDOral influence. 

2. lhat will Rue ala gain economl.oall:r by the acqu1ai t1on ot 
Flnlandt 

(a) The aoquiaition ot Finland by Rueeia will not be ot 
la rge economic importance t o Rueeia btoauee (1) Finland 
1a Ruaeia 'e competitor i n the internat ional lumber and 
wood produota market, and (2) Finland ia induatrialized 
only to a amall degree. She baa a eaall ah1p.bu1lding 
industry nnd aome general manutaoturing, but the latter 
1s confined alaoot entirel7 to the production ot 
oonau~~era goode. 
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Aeaearoh 

(b) It baa been I'WIONid at varioua u ... that large de­
poalta or ainerala have been d1800Vftred in Finland but 
aa ret theee ruJDOra have not been oont1raed. The ~lneral 
re1ouroea or Finland have not been tullJ proapeoted. 
s~ll quantitie a or copper, iron, &inc and nickel are 
now being produced. The moat important or theee rroa 
Rueaia'• point or view, ie probabl7 nickel. ' 

( c) Probabl7 the moat important e oonoaio aeeet t o 
Ru el l a ia Finland' e large tiaber reaouroee whloh are 
wi thin eaay oooeaa or her aeaporta and which serve aa 
the baeie t or her IDOdern ohemloal pulp induatry. 

(d) Finland haa t otal gold hol ding• or about $23 mi l lion 
~~d roreign exchange or about $37 million. A l ittle lee• 
than halt or her foreign exchange i e in dollars. The 
Bank or Finland baa $7.3 mllll on on earaark ln thle 
country , and $1. 5 million on de~oeit wi th t he Federal 
Re&~rve Bank of !lew York. Finnlah prhate ba.lancea in 
the Untted St ntes aggregate $16 mllUcn. !be i llpOr­
tanoe or these tore1gn exchange aooeta t o Ruuia de­
pen1a upon whether or not Ruesta will be able t o eet up 
a government in Finland wblch will get oontrol or t hese 
resource a. 

}. What will Ruaeia gain pol1t1oally or etrategioall7t 

(a) Strategi c control or Finland by Ruaaia means Russian 
dc111inat1on ot the Eaat(':'11 B&ltio. It will strengthen 
Ru aaia a t one ot ita moat vulnerable pointe - - the pre­
viously exposed posit i on ot one or 1tr. moat 1nduatrinli&ed 
arttae. 

(b) It will plaoe Russia in an extr emel7 atrong position 
vi e-a-vla Oer '"811J through 1ta atllit7 t o ou t Gerttanl' ott 
t roa s wedi ah auppliea, eepeciall7 i ron ore. 

(e) The aggraaaive polic7 or Rueeia aa i ndicat ed in 
the Finniab ep1aode i a likely to i ntimidate the cppo­
a1t1on t o Russian expanaion 1n the Balkana. 

fo Ottaat all the se gains Ruoaia, by abandoni ng bar poliCJ 
or apparent non-aggreaeion, atanda to l ose hesv1ly 1n t he e:e• 
or world opinion. One ot the coneequencea ot 1nvaaton ot Finland 
•111 be to accelerate the hardening or the oppoa1tton 1n other 
countrlea t o Rueda and may lead to her further leolation fro• 
the family ot na tiona. 

Ruaa1a ' e aot1on will undoubtedly etlll turther etreng:e~h 
•or1d sentiment in tavor ot England an~ 11187 pc rh&P8 d1m1ni e 
determln&tion or t he American people t o etaY out or the war. i i t 
•111 alao t nteneity the ertorte ot England and Italr to organ ze 
a Balkan bl oo t o reaiat Rus r.ian aggreuton 1n the Balkans. 

--s _, 
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s.crotar7 of State, 

250Q,Io~or 30, 9 P••• 

Doport•nt1o 1516, lfonab.r 28, 3 P••• 

IIUY 

!laW loftab.r 30, 1939 

a..c•c1. 5110 p.a. 

Sinco October 10~ bub buo ba,.. -~~ aTioo4 tbat all roquoh for a.­

~ .,.,.,.,u"' to 1000 pOIIJIOb or aoro f~ the otor11D« ..... .,.., b. rot~ 

lo i aolc Of lncJ end • !'hio it port Of tbo pnorol p1U to OOilOOrTO otor1iD« .. 

1110b ao pooo1b1o. fbo po.rchaoo of coo4o otbor tbu on a otorlill« ll .. o b aot 

olrictlJ' prob111Uo4 'bolt tbaro 1o 41ff1coalqr 1a pUt"' tbo conoODt of tbo 

conr .. nt to tolco ap 4o-..h ia "'lT collOip.oah wboro p-nh aro to llo 

ood.o in dollar_o, _ .Uau4or touac otato tbo7 ba•o aot llotll 4ofilli tel7 rof'tloo4 

..,. oxeball«o pondt for hoiao .. to I..Ua but t llAt tbo7 ban oo• pond to poJIII,o. 

lac &114 aot 70t - t o4. Part of tho cl.iffleul.tJ> 11- to bo conoral lrrlh:tilll 

ao4 a1oUildorotu41ac. !l'hor otatocl. thor ha4 done h oiDOoo for ...,. 7aaro wi~ 

lholr .Aaorican ezportaro oa a cro41t 1>u1Moo - oHao4 _,.ad that t booo 

' 
tlrao 110w cl.o- eMil wt~ or4or .. tbo7 Wl4arotoo4 tbat tba rocoat loutrollt7 

.lot retorrad oal7 to .udUou, aad that in Tiow of tbo cl.ifflonltloo tluo' ha4 

4ocldod thq Wonlcl. aot 1r7 to 4o lluiaooo to Ill41a. !!Yo hutrallv Act"""' a.­

~lalned lnlt tboo' ,....1 o\IU 4ollllttlal wbotbar tboT rooll7 waatocl. to cl.o lnloiaooo. 

It aipt bo po .. lllle tbat cl.oUaro ooDlcl. bo ooou.ro4 aoro ... 117 lD I..Ua -

South J.trioa uc1. tba llv..olaooo to .. cl.iroot. 
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Qa ......... liD, 1J39, & .. at._ ... !lela 1a ..... atfloe 
I 

of J'<I4P lloon, c ....... oler at ,. Dlplr\M&t et 8\&\o. tn&tor ][q 

PIU&U• 01>&1....., of tile hnlp lel&Uou 0-1\\M of tile 8olllala, 

wu pnuct &i thia MotiJIC. !ha otllero pnooct won • 11r. -rill. 

Sol1ol\or ot tile Dop&r\MJO\ et ft&to; llr. h•ace et tile llapo.r\MJOt of 

"ate; llr. !rla'blo, 8olloUor ot tile llapo.r\Mat of c-roo; 

c,.t . ,....t ot tbe l)op&rtMJ>t ot e-re•: Jla4c• '-•114. .aatl.a& 

Sollcltor Oo•r&l: llr. J1114lor et the o. ... r&l co-l' . ottico, 

8olllator Pit- 0&14 tbet 1A a111 plooo 1a tbe .ACt when _, 

~t aicht 11>1>0&1' U \o tbe iAtontioJO ot tbe COIICftll, tile poliCT of 

lnterprot&UOJO aboul4 'bo to toppl7 t 'bo toot of w'bot IJOtorprot atiOJO na 

tbo lout 1U..l7 to pt t 'bo 01>1\ocl Staho IJOTol•o4 1A t'bo 'IIV• II 

atate4 tllet tbe poliCQ' ot t'bo c._. ..... \o .... , & l ow ohicb WIT014 

f oreot&ll &CiiJ aih&tiOil &rlai.JI& ill ohich tile Ol>ito4 8\atoo WIT014 bowo 

\o - otroac ropro-t&U~ \o • 'bolllpna t or u & ronlt &f 
_ ........ ,. ... __ .. _. .. ... 

orldcb vollo oplaloa 1A t'bo Ullito4 Slat•• -- - ..,._ 
tn&\or Pit- polato4 av.t \'bot t 'bo ,....tr&llt;J .ACt ot 1'39 

"" puM4 Ia t'bo latoroah ot poco, tbet &t tile UM ot ita J>&l­

tbo COIICftl l ro&l1 .. 4 tb&t I t ...,.U4 MO& CJ'O&t IJOtortonDCo oU b .,. 

1101'111&1 t r ade .-4 -rolal rolatiou, .-4 t'bo\ tile CoDCJ'OII na oill­

iDC to -rltiOO ....,h -roo .-4 treAI 1A tile latonotl ot pMCO• 
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.. pou~ '"" u.t u eric~ aran.., •• •.anlu;1 ...,, ot 

1939 - -lo .,. nco- tha .. t~ -·M. • ...u , ... 
U• -optlou wlolob _.-. "~'~ u t.z ao tile Oncnoo ,~ 

\0 co 1JI N1W1C ._eptlou. lnator l'UWu. •14 \loot lie w. little 

or DO -ot)V wUio ho1Moo - ... Wlft -lllloc \e '-4 tlletr 

tr..S. pr..,tloeo to tile pNICo poliq ot tile ·ooacnoo u4 tloot 11e 

tbo"oelll 1t ......U 'to a cnat aioY!oo tor tile -·..tift ....,.__., 

to \lll4 tile pNICO pollq fit tile C-10 1JI U OU-\ \e llfllllll 

buiaooo •• aa4 ohtppero. hdp _.. ot tile 1\eto ~·t ...U 

th.t 11e 6ofla1te~T IICHM riU. 1e-tor PUtaA oa t loh pout. • 

po!J>\14 O'llt tbat 1\ .... ritl10'1lJAu to 90~ O)O'Il\ \bo lHO fit 0 fft 

4olloro to - bulMoo - -· tile otoloo 111.Yobo4 woo tbo .,._ 

oll4 oiO'Ilfl\J of tile 1JII.itocl lta\eo. llo oal4 \loot lmol-•t 1J1 tbo 

. .. ln lluropo ~4 -- lot1Jiitol,:r creator loll to both GoTo.-nt 

0114 bllollllll - \ball tbo fft 4ollaH \bot ~ht ... loot ll1 otrlot 

coot•-• to tile ...,tnli\J Aot ot lt39 oa4 ll1 o.,..lAC W.luoo 

..,. to '-4 to tile pNICI pol1CT ot tile 0011Cftll • 

hdcl !o,......, aalcl tbo\ tile .&.ttol'Ut' Oo111nl ot tbo 1JID.l~ 

S\oho w. tolcl hSa tbot 1a .U .,_, _,. tbo otanu ro~cl -

lohrprototlon, 11e .-lcl orr 011. tbo al.S. ot oofOV• 
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J'ROI(t .&aerioat Bllbau7, Part. 

110.1 288'7 

DATil lloTember 30, 19:59, ' p . a, 

I'I'IUOfLY OOIIJ'IDEII'l'UL J'OR '1'IIE PRI:IIIDEN'r 
AlfD '1'IIE BORI:'URY, 

Laet eTell1q Paul. Re7naud and I ha4 a nr1 eerioue 

talk regar41ng French and &ngl1ah purohaeu 1n the Ull1 ted. 

8tatae and regar41ng the tinanoial reeouroee ot Great 

Britain and J'raaoe. lteJn&u4 etated that eu.ot etat-enta 

had now been reoeiTed. bJ hia troa the reapeotiTe French 

minil triee oonoerning their neede tor the next rear ot 

all kinde ot imported JD&teriala. 

He laid It wae hie considered opinion that W1 thout aD1 

additional parmente at all tor purohaeee ot additional 

airplane• in the United 8tatee, tbeee neede would be Juet 

about ooTered b7 French reaouroee in t oreign oountl'iee, 

(ReJn&u4, inoidentall7, dou not ( eaphaehe not) think 

that there Will be aD1 liquidation in the i.,.ed1ate tuture 

ot J'renoh holding• in the United l tatu). 

I wu told laet night bJ XoMet that order• had been 

ginn b7 the Prille Jl1n1ater that in order t or a large enough 

tund to be proTided to bu7 new airplane• in the United 8tatee 

all other purohaeu abroad ehould be deoraaud, It ia •1 

beliet that theee airplane purohaeu are going to be aade. 
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it ahou1d be realiud b7 ua at tiU.a t1ae that 
It ia •r feeling, honnr, that/tM foreign exah•nge 

reaouroea ot rranoe and Great Britain (inolud1ng the 

reaouroea vhioh tber will be able to liquidate aa well 

as tboae vhiob are in liquid fora nov) Will be exhauetld 

to euob an extent in approxl.aatllr one rear that tbe 

t lnanoial problea ot tbaee oountriea will be a aerioua 

one. 

You probablr know that the opinion 1a bald bJ an 

i11portant bodf in thl GoYernaeot ot t be Reiob that it 

will not be neoeaaarr tor Germanr to make an attaok on 

tbe veetern front tor the reaaon that aiooe Great Britain 

and rranoe oannot pq tor tiU.nga tber bur in tbe United 

State• axoept in oaeh, tber Will not be able to aeoure 

tllnda tor puroba .. • abroad and Will oollapae tlnanolallJ 

betore Germanr doea. 

At t he praaent tllle it ia not poeaible to ear that 

tiU.e Gersan opinion ia in error. 

(END or HUIIAG&) 

BULLI'I"l' 

EA:EB 
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PERJIONAL AND OONPIDI!IfiAL 

fhe leeret&rT et State preaente ble eoapliaente 

t o the Honorabl e the Beoretarr ot the freaeurr and 

182 

enoloaee one oop7 ot a paraphrase ot telegraa no. 2867 troa Parle 

ot Novembe!' ~. 1939, regarding t1nanoial ruourou ot 

r!'anoe and Great Britain. 

Enclosure: 

rroa Pari a , no. 2867, 
Koveaber ~. 19~9. 
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., .......... I 

1.,,, e ...... .,.d=elleu· 1 rt , ............ 

el • • 1. -· lll .... ., .... w ,._.., tM aeLe ,__ .. .._ 

..... - ...,.a.t. .. ....-.. wet.• 
............. lt- .... ..w '-1oft .u _.-

,....... ......... ell .. u-1 ...... - ell-~I •• 

IJW'- \e lie mtnJ"'t'"''-'• Ia MUU.. U •lw&1M M ~ 

....... a.-......... ,... ,, le i ... .,..USe ....... u.. 

• • .,. ,e1n • ... 11iJ - .... 1.u .. u - -
aun ell • ,.... _.,_ a. tw '" '"' -MI7 ,.u.,. !lie 

,..,., a&n ., M» ·- \e lie .... 1liJ ,_ .-1\M¥ ae • ~\ 

"' .. • .... ell ..... ~ ..w .,.., ...... - -"" 

"' eu,.... -·•u••••• ...-o-. ..................... ...,.._ *"" .... ~ 
"-~ .. pur rt c Jdt= -w •• ..--. ...... 

h ....... -· 3 .. ,_ ~ .. -'"""'~'~'' .... ,_ • • ... 

.. , e. "" I I 0 , ' ~ -·"'I, de-l ......... 

.... ....u .................. , ... ,..._ .. , •. , .... 
- ......... M 1 W. Ia - -'t a ••• e.t ,_ 

Plio to Cb.O. Ball 
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~·- .. _ '- \e i lW ~ C ... l*-\1 .. \e \M pr11 .. 1, 

1M !Ho_,. ..,._, wUl '- ila4 "' ull• a -. .. W le4 e~o,,.._ 

-· . r 1\ o ... _ tw ~ -""""' or ... h-.111\lee, 

!1M ..,...t..., bu .._ a491M4 IIJ \II• ...,.., ,. or u.. ll!adc•' 
U..\ Iller• 1e • ell,l"\lee \e \118 ""'-~ll!.ee of Uol• hJ'Or \ \o ,...... 

fU7 ~ 7 ... ro, 

(llped I B. MC»:S ..... h . 

e.cr.\arJ or u.. r ,.......,.7• 

.. _ a'lll.a .. ..,, r. •...-, Cbal.rMa, 

e-t\ ... - h··- ..., ewr..,, 
ValW S\0\ae ....... 
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-This 1a draft #1 wh1oh IW ,Jr 
would not accept. 

\ 

---
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• 
TREASURY DEPARTMENT 

WASHINGTON 

' ; ...... 
\ 

......... 
_,-~orllliiiCIIt~Ql.III('VI}IUI 

.t.t a oontereDCe co •adnaadl,y, llovaer 28 
l9S9, yw ubd tbat" CIODIIi.dc d. DOYO the probl• o! uoi.otiqr tba ' 
AntT and lla"7 in the ..tahl1a-..,t. o! addit.icoal !aoWtiM 1n prbat.a 
il>dult.rlM to cq>adit.a the J>at1oD&l da!&e~e P>'CIIJ'Mo •e out.it. the 
toll~• 

1 .. - 1. So tar u j~a, eli•, toolo and !actol'7 -~or 
opac!tl "ad and reat.riet«< ue are ocmcan>ac1 t1>a Traaa\ll'7 1.o 
t.oc1a;r able to a.ac:ut.a cloel.Dg agr-to da!1D1t.al.'f u 1111riqr 
t he coortraotor tbat be w1ll be ablo to write ott cainot. t1>a 
part.i<W.ar ooat.ract or ao a ~ t or the part.icalar !.D­
oOM tax 7N:r all auch taclliU• ao are 001111.1184 or obeolot.a 
- juat ao 1Z1;f other -acturar .q. 

2. The probla ot oblolManoa 011 '*' t act01'7 buJ.ld-
i.Qgo and at.&Ddard equi_,t pr .. acto a cli!tarant probl•, one 
wbicb IUI(Iar tbe prM&et ot.at.a o! tba law and in viow of tbo 
baorl.np before and r~ ot the COIISaco ec-l.ttoe and tbe lf7e 
ec-it.t.M, • • do Dat bel1&n~" cen aoln. Since t.ba greater 
part o! •additiooal tac1l1U.• ae- to ooaai.ot ot .,.. oo&­
ot.ructico and at&Ddard eq~ it would. appear tbat. the reol 
uoi.otuoe " oan ~,.. to t.be .t.nq and t.ba 1&"7 IUI(Iar t1>a F•eat 
low 1.o ao alJ&IIt that DD turtbC' d~enoe abould. be plaoed. 1IPOD 
it, .t.ooorcl1ll&q ... coacluda I 

a. - coacr-atcmaJ. act1oD 1.o requir..S. COclp'eea can aol~ 
tb1a probl• b7 

1. J. cliraot appropri&t.ico to t1>a .t.nq and to t1>a 
.. .., ! or t.be ....,.~ or pro.....-t ot all tJP&& o! · 
additiOIIIl ! aollitiM to lacd or to laue to priftt.a 1Dduot.l'7, 
or b7 

2. .t. et.at.ut.a authoriai.Qg t.be traaa\ll'7 DepartMI>t. 
to p&l'llit apaoial dacluot10118 to wall da!inac1 olal•• ot 
unutaot.urera 1>7 dat1n1ta e-t.aDdarda and prooedura out.l1nac1 
1n tbe at.atuta. 

-; I 

:.&s 
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I 1 1 1 t•fwtM~. 

A na\lat.e .U..S,.t.iJII u.. 1 1~ pao1o4 
will rw> tw toor ,......, a pcod.t~ all •• ,..,=•• ....., -t.rut. 
""' iaat.all., tor tM PIIJ1'06• ot tloltUl.1ac ~ u4 11n7 ~. 
od41t1-:l. taoUit.iaa 11111ob .... ot ., uata1 ~ w11a tM -.~ 
\C'6.1Jiataa, t.o 80rtiaa tM -t. or nob taoU1Uao at tM rata or 
26~ par -rear,- prorldad t!let. tile rat...,. (bot.b iD.,... tax ODd 
V1Deoo-tr-n) or n.ob -...t.ora be Us>t - aD4 nbjaot to 
~,..~at tile a ot \be paq u -'·'aodJ i.o., 1t tM 
......, .. .,. - 1D tbraa ,_..., u... \b1o opocial dacluctiCID 1o t.o be 
ci!Miecl t.o $$ 1/5~ par J6C, - 1t 1D tin ,_.., to ~ par -rear. 
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Subjoota Col.ab1aa Bc C·t De''e• Debt 

-

'nlo llonora ble 

•ehtr'Cton. D. c. 

S1rr 

I buo the h-. to rarer to liT telasru lo. 11111 

ot lfo•oaber le, 18 p,-. aDd to 1nt- t:be Departaant that 

Mzo, llorbnt A, Bogden, V1oe-Pr .. 1dollt ot tha J, Belli'J' 

Gobrnder !leJlk'll& Corporat101l or ·- York 01'T une« d 

tba a.buo7 CID I OY..t>er 1170 aDd aa-in 01> lonllbel' 1111, ln 

conn.o t101> w1. th the Cola.biaD 8oDdec1 Dollar IlldobtedDa .. , 

!87 

A -..alldla or tba two OOilYereat101la 1e ellOlo .. d ~with. 

lll'.Bogdall 
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xr. Bogdan endea't'Ol'ed to draw • out conoernillg ~ 

wo...at1on t.bat I lllgbt han rega.rd1.Ds t.ba atatua or 
tho debt nogot1at1ona. B.e blaMcl Ill'. J'ranA1a llb1te ara4 

tho BOndbol dera Proteot1n COUD01l t or ha't'illl; b loolced 

tho aottleM nt aD4 ezad8a't'Ol'K to Join t.ba Departaen~ or 
state 1n t.bat bU.. u will be note4 troa t.ba attaolwd. 

memorandum. Ill'. Sosdan'• ~with t.ba XWater or 
Finane& were ohal'aoter1Jie4 aa DOt too aa t 1at aotoJ'71 t.ba 

111nla t ar h&Yilll; told h1a that ha ahould apJ)I'oaoh .AallUa­

ador '1'111'ba7 t or 1nt-tion : ... ~oh u t.ba .AallUaador 

had recentl7 been aent a ata-nt ot how t ar Colooabia 

could go 1n t.ba aetu ..... t . 

Ill'. Frank Sill th, Supel"t'ia or ot the lla t1onal. C1t7 

Bank 1n Colombia 1ntorMd me laa t night t.bat he bad a 

cllll tr011 11r. Bogdan 1n the ooura e or which Bogdan 

r eferred to tha lla t 1onal C1 t 7 Jla.zik Group Loan. Bogdan 

ela1mod t.bat Schroder had throughout eupported the National 

City Dank. group loan and hoped t.bat thia would have • .,.. 

etrect 1n ga ining a aat1atactory a ol ut1on. BOgdan aa1d . 
thia aot1on waa 1n contraat with the Departaant ot Stat!>'• 

attl~de, whare llat1onal. City had no trlenda. (Sic) 

Jlr , Salth baa alao 1nto.-d ,.. t.bat he baa concl uded 

a further r enawa1 ot tha GrouP x-n at the . ... 1nter eat 

ratea, but with $1.251 000. 00 aaort1aat 1on pa,.ant ettect­

lve January 1 , 111• 0 . I n connection w1th tho nego t 1a t1ona 

conce rni ng tho r enewal, the ll1n1e t or ot ll'1nanc e had 1n­

d1oata d t o Ill'. Slllth that he pretarrad to have tho 1'1nal 

aottlement ot t.ba group loan negotiated at BOgotA rather 

than with Jlr', Ba .. ban Jaraall.lo 1n the 'UIUtod State s . 

Tho 
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'lbe lliniat.r•a et.~nt oODtllou wttb Dr • .11lr&aillo•a 

1.Jl41cat1on to - ( .. • -J'&Ddla att.cbed to 11117 d .. patcm 

uo. ~l of llovaaber 2, l93i) thet he would ~e GrOIIP 

Loan nego tia tloDa in the VD1 ted S ta t.a. 111 reo-end& tlon 

1a tba t ertort should be -4e, U and when the national 

debt settlement 1a achieved, to have the Grou,p Loan and 

all aubeidiarJ (Departlunt.l, 1111111oipal, B&nk, end Ouarant.e4) 

debt nego tlat1ona purau:ed with Dr, .1ar&a1Uo 1n laeh1ngton. 

'the 111111ater•a remarlta were eueh that llr. Sal.tb 

wu led to believe the t the 111111a ter would re-1n 1n office 

tor at least one J eer. 'l'hb 1a in contra41ctlon with rwaora 

that the li1n1ater wu aeektng another appointment , 

ReapecttullJ JOUI:'a, 

Sprullh Braden 

1151 

.mr; Jhl . 
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Sncloaure to dupatch l!o .... dated llon.~>er :10, 19:19 

trOJA the American ~•7 at Bogot(, Col-bla. 

lleMOl'&ll4ua ot c---atlone Betw.en Mr. liorbert '· 
DOgdan, Vi oe-Preeldent ot the J . BeiU')' Schroder 

Banking Corpol:'at1on ot If- York Cit)', AlobuaadOJ' 

Braden, and ~~~'• 'IJ'igtlt on IIOY~ 117, and lo. .. ber 

29 , 19:19 concerning Coloooblan Dollal:' Sondod 

Indebtedneu. 

On November 27, the rollowing waa developeda 

1. 
Cou.ncll 
lesol)' o 

Mr . l'rancia White and the llOndholdera Protective 

had hal:lodLed neg otiat1ona 1:10at inupertlJ and teet-

! 90 

2 , Tho Colombian Ambauador at Washington had thl:'ough­

out ded rod to arr ect a aat1ar ac toJ:'7 aettlc>mont IUid !:1:'. 

llhl. te'a intranaig ence has been a con trollina ractor in 

pr even ting this . 

:1. In dlacu.es lng tho 11hAre-bl 111:10 whioh might be 

aa seaaed to the Bondhol der• Protec t ive Council and the 
Colombian Oovornao:ent ror con tinued non-aottl.,..nt, ll:r , 

Uogdan intormall7 allocated the blame aa '0 por oent to 

the 9on dholdera Protective Counc11, ' 0 per oent to the Col ­

ombian OoYermunt, and 20 per cent to the Depar-nt ot 
State, Wh e n aelced how he could &ttribute an)' respona-

lb111 cy whataoover to the Department or State, h e a aid the 

Department had been 1no-1atent 1n' ita pollcJ and that 

the blaloe aroae rl:'oa that inoonaiatenc)'. lben pru .. d to 

expl nin just how 1n hie op1n!on the Departmen t had been 

lnconaiatent he waa .a&bla eoo~do, Be had, howe•er, 

endeovored to join tha Department in a aoltaerving decla­

rati on to tho erreot that when Pranc1a llh1te had allegodl)' 

aet '-l/2 per cant interes t aa hie •S n h!:ma, the Depart:Dent 

had auj>ported thla poa1t1on. I told Ill'. Bogdan that he 

ahould be 8UI'e or hie racta l:>orore lllllking ateteunte of 

this character. I could pereon&l.l7 aee no inconeietenc)' 

or pollc r . 'l!IAI Department had thl:'oughout retuaed to permit 

lhelt to ~ inJected into tha neaotiationa and that 1t 

had been ita hope that a sa t11tac to!'7 •• t tlement could be 

a.rrlvod a t between the Council and the Colo.blan Government 

by d i r ect negotiation. The press atetemen ta ovidoncing 

cUsappoinbtent in tha COWIC11 1 a t aUure to &!'rive at a 

aat1sto.ctoJ:'7 aettle~~&nt did not a pell to 1118 a chango in 

pollOJ, but !'ather a aimple eXj)roaaion ot regret that no 

auceeao had been .. t . 

4. 111- . Bogdan adliLi tted t hat ho bed diacuased the 

debt que a t 10D ~reOD&llJ w1 th Jlz-..-...aador lll.guel L6~a 
prior to calling at the Smbaao:y and lndica ted thll t b e 

intended to diac\Uia the aubJect further with Sailor t6pez. 

Ua aaid Seftor L6pe& aaeD8d re~er c ontu.eed , reeling that 

he had poorlJ t1aed h1a retire~~&nt •• Ambaaaador. 

5. Mr. Bogdan aa1d that b e intended to aee the 

ln.n1ator or Finance f ollowing hie call a t t.he Elai>U•J • 

Suba equon tl)' , 
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SuboequnU;r • upcm the ocoaoloa or an •at-h o 
111'1. Brode at tho Elobaoo;r roaic!o.aoo tho • .!:' d.a ginn b7 
oalc! tbat hla OOilYor .. tloa wlth the lllllloter hac!7 • ~e 
YlrJ oatlataotor;r beoauao lt waa taken up aootl;r ~ been 
prollallllll'ha • but the t ha would ••• tho llln1 t y'tb aornln&. o er • DeJ<t 

Upon tba oooulOD or llr. Bo&11Saa•1 call 011 •onllbor ao. tbo tollo-in& ... c!enlopec!l 

a ) Hla IIOOn4 OCilftNatloo Wl th tbo llllllator hac! 
not boon too aatiataotor;r • tbo latter haYlD& retuaac! to 
4110011 d.atalll or .. ttl••nt. 110 hac! gaiMc! but llttll 
into.-tloa an4 ol:largec! thla lA part to tbo lllnlltort1 preoooupation with lonath;J Senate c!ebatoo lA whloh bo 
wu pa.rtloipatin&. 

b) Tbo onl;r real sign ot onooareae•nt wu that tbo 
Jtlnbtor c!ilcua .. c! with hla tho • cbanlol ot cporationa 
tollowin& a po11iblo .. ttl-nt. Ill'. Bog4&D lDtorpretec! 
thll c!iooUiaion aa an 1Dc!1oat1on ot roaaonable aaliUl'&Doo 
ot 11ttlla111t. 

c) Tba lllDlltor 1Dtor.d Ill'. Bog4&D t bat bo had 
TII'J recontl;r unt tbo Col~an Aalluaadcr at Waahlngton 
inotructiona outlining how tar Col~a oould go lD a 
aottleMnt an4 that Bogdan could talllo tho attar llP with 
Aabaaaador Turbay upon hla return to tho United stat••· 

d) A• bauador L6paa and tbo JollD1oter ot PiDODoo 
eeeMd to be on tho boot ot tor.~, but that th1a waa in 
cUroot oontraat with the ooolno .. an4 roaar n with 
whloh t ha ll1Dlator aentlonod Aabaa1ador Turba:r. 

a ) 'l'ho Hinlater ot PlDanoe had IJQ)I'IIIId oonoorn 
over the Coloabian cottoo aitllltlon an4 waa atraid it 
night lDJuro Cola.bia•o exchange poaition. 

t ) u:r . Bogdan would ra'turn t o tho United Statao, 
taldng tbe one p . a . pl&J>O! on llowalll>er 211 , tor BU-ran­
qullla . 

g) Ill'. Bogdan regretted t hat ColOIIIbia had not followed 
hie reo01111Ddation t o aatt le tbo Gon..-nt guaranteed 
llortgag1 Bank Bond.a colDoidontallJ with tha llational bonds 
linoo be teared a .. ttl-nt 11allar to tho Lazard Pilllrea 
ot London one alght be tore ad tor tha AIIOrioan ieauoa. 
I t il reliabl y reported to tha Baboaa:r that the Mortgage 
Bank 1o repatrlatin& largo unite ot its bonda and Kr. 
Bogdan haa durina hh vl.f.U to BogotA had lengthy talko 
with the Bank 1tali'il~. tho unclo ot tho JllDiater ot 
FlDanco , •••n' to accCDIPID7ins Kr . Bogdan to tho &ir pert 
upon hla c!eparturo. :rt 1e not unl11oi1J that B06UA waa 
purpoaol;r pretesti ng too much that thleo bondl had not 
boon jolnod lD the national aottla•nt and that be haa 
IODO pri vata arranga .. nt with tbl Bank t or their settlement . 

Jliii/Jhl . 

• 01 
-y 
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TREASURY DEPARTMENT 

TOt 

PRDIIt 

,. reparta .-.1....,. late lut .-.. 1nc11cate 

that U. total omecrlpt!ODII for tbe ~ l9~SO ,.._..,.,. 

bcmd u.. ~to t6, 368,ooo,ooo, ot ...,_cb approld­

.atel,r S3),ooo, ooo repre- 1Ubocr1pt1cno tor tbe 

&s,ooo reei.ur.d -m.v. 

I obould th1Dk 7011 IL1cbt oteto at 70111' preoo 

conterenoo U. t repOrte oo tar reoeind indio ate that 

t bo oubocriptiono will go O'Jor 16,000,000,000 and that 

the IUb.oriptiono far tbo $5,000 ropoterod aoeurit;r 

will run botoo,.. S3),000,000 one! t25,000,000 • 

• 
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J'ROI(I Aaer1oan lllbaear, Par1a 

110.1 28'71 

nATZI November ~. 1939, 7 p.a. 

DCTIOHB OIIE, 'l'WO, '1'1!REE AliD I'OUR 

J'OR TliEUURr 

'ro4a7 Ro:ral. L. Tfler ha4 lunoh at our houae. Hr. 

'l')'ler hae Juat ooii.e baGit t roa Lon40n and he vl.ll leave 

t or O.neva ton1ght . llh1le he found EngUah aoral.e verr 

good, he aa1d t here waa a good deal ot anx1etr 1n London 

v1th ratarenoe to Great Br1ta1n1 a t ore1gn exohange 

resouroea and aa to how long thaaa raaouroea would laat 

1 t the war oont1nuee. He &lao t ound that there 1a a 

tear that there vl.ll be general preaaure on the pound. 

However, he aa1d, along vl.th th1e anx1etr a good deal ot 

vl.eht\11 runklng u indUlged 1n vl.th raterenoe to an 

earlr end1ng ot t he war. Be aa1d that although 1t aa:r 
.... 1norad1bla Llofde are otter1ng t our-to-one odde 

1 that the war will be ended bf Chr1ataaa ot th1a rear. 

~n - 111q\dred aa to the bade t or th1a atup1d 

oonolua1on, he ana-red t hat 1ta bade waa onlr the 

uaual. grapevine report• regarding ouet1ng ot the lfada, 

oontrol b;r the Reiohe~. and ao torth. He atated that 
w~ 

he ha4 DO 1ntorsat1on wb1oh would 1n an:r Ji>roT1de a real 

~SJ 

Regraded Unclassified



baeU t or opt11l1• ot th1a eort. 

When 'rfler wae in London he eaw the Director of the 

Hungarian National. Bank: who wu tl')'ing t o get the Brit1eh 

to releal& oarta1n ootton 1h1pmente Vhioh thar are holding 

up . Trler had been giTen to underet and that Gel'lllanf had 

raoentlr ea1ed up ita preaeure on Hungal')' and that German 

attempt• to Xazitr Bungal')' had deoidedlr ta1led. 

It ie 'rfler1e opinion that i f Ruu1a ehould a4Tanee on 

Beuarab1a, it ie poeaible that Germanr will aalte a mon 

to take onr the oil f1elde of Rumania. Be bel1nee that 

Hungal')' will reeiat if th1e happene. 

Br the war, we ware told t he eama atol')' by 'rfler that 
lo 

we ware t old bf R1et (our no . 273~ of NoTember 13, laet 

paragraph) regarding t he laet interview BaraJoglou had 

with Stalin. The Turk1eh Ambaeeador 1n Pari• wu the 

one who t old Tfl ar the etorr. 'Binoe the Ambaa•ador ia 

a pereonal. f riend of 'frlaxle, it would appear that thle 

Terdon either ha.a eo .. faotual baale or at leaat i t il 

the etorr Wioh the Turke deeire t hat tha1r triende 

belie••· 
Ot oouree Britieh and rranoh anxietr wi th reference 

to tran1port problema hae bl8n arou~td b7 the r eoent 

euooa•••• Vb1oh the German• haTe had with t heir m1nee. 

The tanker qu .. tion ie one of t he mo1t i mportant of the 

traneport problema. We UJI4eretan4 that a total of :56 
peroent 
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p&l'O&Dt of tiW Wrl41o kDIIIIP 1a OWDK 'bJ ~ heaoh u4 

BrU111h topt~Wl' aD4 ti1&C uo~r l8 peroeac 11 owal4 • 

Morwar. tolar .. were told ooaf14ont1allr ~' reoen\11 

the BrU111h olool4 all 111portut deal with ~ JornSS.a~~~ 

11h1oh 1n't'Olno the obart01'111C 'bJ the Allie& of ao II8IQ' 

add1 Uoaal •on.c14111 taDitore ao .., be DIKed 'bJ thea. 

IIID aotio• roua 
.. 
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RFP 

Secretary of State 

Waahlngton 

ORAY 

Pari a 

Dated November 30, 1939 

Roo'd 7:44 p. m. 

2871, November 30, 7 p. m. (SECTION FIVE ). 

Tbo Bonk or Prance statement for tbo wook ended November 

23 abows few noteworthy changes. Tho atato h4s drawn only 

400, 0001 000 rranos more on i ts authorized advanco account 

bringing tbc total to dote t o 10, 000, 000, 000. Commercial 

advances incr eased 199, 000, 000 whilo advances against 

socuri tios wore down 78, 000, 000. Thirty day advances wero 

up 179, 000, 000. Note circulation 1noroasod by 89, 000, 000 

too total or 146, 743, 000, 000. Curront and deposit accounts 

decreased 63, 000, 000. The ratio or gold covor is practically 

.unchanged at 59. 67 as against 59 .68~. 

ACtor n r elatively strong oponing tbo aocur it1es·mnrket 

turned weak largely on news or tbo brutal Russi an a ttock on 

Finland. 

BULLITT 

EMB 

Regraded Unclassified



RPP 

SeorotQry of St ate 

Wo.ohi ngton 

297 

ORAY 

Po.r1a 

Do.tod November ~o, 1939 

Roo 1d 6sl7 p, m, 

2871, November ~0, 7 p. m. (SECTION SIX). 

(Tho morket eloaod too early for tro.dora to bAvo yot gloo.ned 

sutf1c1ont goaaip from the Chombor to bo affected by tho 

intorno.l pol1 t1co.l situation which dovelopod thero o.od tho 

shocking indi co.tiona of the unw1llingnoaa or some French 

pol1 t1oo.l loo.ders to drop tho1r intrigues wh1lo tho nati on 

is o.t wor , Wo feel, however, thnt when tho n&wa gets around 

in spi to of the censors ' restless ahoo.ra that poraonal 

o.mbitionn cnn mo.k& the corridors of th~ Chamber the scene 

or mo• o o.c ti vi ty thAn tho tunnels of tho llo.gino t Line tho 

r o:>.c tion 11111y not prove a tonic to tbe norveo or n F'ro.ncc a t 

wo.r . ) 

BOLLI'M' 

EIIB 

·1 .... .. 
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3ecrrt.ary of Sta te , 

Vla s!Ungton, 

GRAY 

Parh 

Da trd Nov embe r 30, 1939 

Rro 'd 6 :20 p . 111 . 

2871 , llovonber 3 0 , 7 p . m. (S~CTl(;•· JZ\'~Tl . 

The r otc for tht •·onth End settlement ., •• 2-1/~ 

on t lx ott1c1a l tJarkct , thE aalllf a s tor the mid- conth 

-~a _ :> 

a nd 5 -1/4 on thE outsi de markE t against 5 - 1/2~ a nonth 

a go . The eavings bank situa tion continues t o 1m~ovr: 

de J)OS1ts in poe tel sav l.n;s ba nko during tlU: 9er • od liOVtm­

ber ont - fifteen tota led 351 mill ions francs and wi t h­

drawals 171 millions . 

1 t is repor ted that a bill has bttn prucntt d to 

t • e Dutch ParliamEnt oprning an extraordinary credi t of 

lOC .~1ll1on florins far t h £ purcbaae of food and r aw 

N ttr1al stocks, til£ six years rlor1n cred1 t gra!lted 

nn 3entcmbtr 6 last havE proved insufficient . 

BULL ITT 
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RFP 

Secretary of State 

Washington 

GRAY 

P&ria 

Dated November ~o, 1939 

Roo 1d 6:49 p,m, 

2871, November 30, 7 p,m, (SECTION EIOHT) 

It ia reported .!'rom Beauchamp that Yugoslavia bas 

agreed to a settlement with Germany with respect to 

seventeen Serbian and Bosni an pre-World War loons outstand­

ing in Germnny. The report atatea that two Bosnian loans 

will bo redeemed withi n a period or three years and the 

r emaining obligations in ten years . Tho total involved 

is 600, 000, 000 dinars as against 3, 000, 000, 000 dinars that 

Germany originally claimed, The report adda that subsequent 

agreements will determine "whether settlement will be made 

in kind or through Yugoslav exports• , It would appear from 

the foregoing that Germany's preaaure baa succeeded i n 

compelling Yugoslavia to make a aettloment on debts which 

politically at least must be highly unpalatable , 

(END OF MESSAGE) 

• ~ ,i j 

. t '. 

~P~ ... i 

. ' .. 

BULUTT 
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CK 

Sccrct~ry of Stott 

Wcoshington 

249'7, November. 30, 6 p.m. 

FOR TREASURY. 

PLAIN 

London 

Datrd Novcnbcr 30, 1939 

Reo ' d 3:05 P•lllo 

1 . Tht stock MArket was irregular on ntws of thE 

Ruasion invasion of Finland and the ChCinctllor of thE 

Exchequer's rcfcrcnct to war finance in the HousE of 

Commons lnat night . Oi lt-cdgtd lost onE- eighth to one­

half ot a point but c l osed better thCin the worst , war 

loan touching 91 cond one-half end closing 92 and om ­

eighth or one- fourth down on ycstcrdny 1 a olosing. 

2 . The officially fixEd Exc~ng rates r~in unchongEd 

and fore ign o:chCinge buslntas very iMct ivc. Tht Finnish 

r nt c ia 205 offered today as o~~~red with 200 bid ytst trdaf 

l nd 195 buyers Tuesday, The Itoli nn lirE is sli~htlJ 
77~ 

flrmcr today at 7&t/bAving bEen 76- 78 yeattrday. 

:s. Tht Bonk of England re turn rtvtnls n switch from 

public to bnnkrrs ' dEpos i ts this week, thE tormtr bEing 

down hy e 8 . 6 milli on and th£ latter up by & 10. 6 mi l lion . 

GovernmEnt securi t i Es in thE bonking d eportmEnt wErt 

inorr~ard by 0 5 . 9 million, otbtr acour itics including 
c11scounts 
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CK 2-No. 249?, llovcnbr:r 30, 6 p ,m, tram London. 

dlacounta nnd cdvcncta dtcl1n1ng by ' 1 , 4 mllllou, 

nott circul~tion was up a 1 , 6 mllli on, 

201 

Tbt 

4, Vlhtn ht answtrtd l abor d£llltlnda for incrEasEd old 

age ptnsions , wor kmen ' s comptnsction, tto ., duri ng the 

dtbate •n the King ' s spt t ob i n thE House of Commons l~st 

night , thE Ch~nctllor of the ExchEquer spokE mort 

forcEfully end frankly thnn hitherto on thE flnnncial 

burdEns ahead , 

S. He uatd tht phrase "fEnrrul eacr1f1ces-~soot of 

which .,e perhaps have not begun to drtcuo wert poulblt" , 

~nd g~vE figurEs to show that furthEr socking of tht rich, 

tvtn sonki- g th~ of thEir EntirE i ncomes , could providE 

only 5~ of thE nmount which the Government must borrow 

in this first year of thE wnr , or only tnough for a weEk 

or ttn days at thE prEsEnt rat < of GovernmEnt Exptnditur<. 

Ht 8'\id ths t difftrtnt1al taxation or big i nCOJ:lES had 

been oart•ied to a point which srwtly inttrftrEs with tht 

fulfillmEnt of obligations and t hE continuancE of much 

cmplortent , :md thnt , thtrefore, the only wo.y by which ~ 

democracy could mttt the terriblE burden of n grtct war 

una by uillingnEss to sacrifice throughout tht wholE 

pooulation. HE ass trttd that 3ritc1n could not achiEVE 
wnr f 11 1 hEr/ aims w1 thout on adjustmEnt in thE standard o v ng 

which would touch ptoplt of all sorts and kinds , HE 

pointEd out that thE rEal problEm "as not onE of monEy 

but 
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Cit l!- Ko. 2497, Kov<mbrr 30, 6 p. m. troa London. 
202 

but or things , and thnt the ohlcr contribution thnt could 

be madt would be 1n doi ng wi thout th1ng3 , ond in doing 

without rises. in wages , ntn if thtrt wEre some risES in 

oosta . Ht oastrtcd that o al1d1ng ooalr or rtmuntrat lon 

to movt with tht cost of living could not b t lllllintai ntd . 

Th1a apctch, followin3 on Si mon 's lost wttk 'a brood­

coat oppt ol for sovings '>nd thE publication ot' Ktynts' 

compulsory saving plan, may bt regarded 03 tht beginning 

or on Effort to bring homt tht rull meaning or the finonciol 

burdtn of tht nor to tht 'ifOrldn& cl :oe population. In­

c i dtntolly thE prEss hns so f nr madt littlt oo~tnt on this 

speEch ond ite i .mplicotions . ThE speech woe f airly 

fully reportEd in thE press, &nd tht DAILY HE~ALD prints 

it under thE headlinE "Do Vlithout wag£ lnorcoaea - -.A nto­

taaor:r ar.cri1'1ct", but m.o!rts little comment , confining 

its ronnrks on tht dtbntr to o Labor mcmbtr 1s demAnds 

tor increa sed old agE pensions, rto. , and to tht con­

otssiona nhlch Simon announced for lnorrosrd ollowancts 

for thE unemployEd -,nd tht indcpcndtnte of lltn in tht 

fighting rorcu . 

s . Tht "TillES" todny hns t •ktn tht ooouion of thE 

Oovtrnmtnt 's dtclslon to extend lts contraband mc~surts 

Q Stro~" artiolr by "A to OErm• n Exports to publish · ~ 

corrupondrnt" and a lEading ~ditoriol on tht nrticlt , 

t not only stopping Gtrmon vthioh urgE thE nECESSity or 
aport a 
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CK 4-No, 2497, NovElllbn• :10, 6 p.m. tram London 

exports but of 1nerEosing Br1tiah cxporto and the taking 

ot other atcvs in th9~onam1e 11ar tront . It 1a suggestEd 

th.!:lt mEthods \7hich mny bE ent irEly •unsound" f rom the 

Treasury nnd ordin~ry bus1ntss v1cr1point should be adopted, 

The nrtiele contends for EXamplE that insufficiEnt vigor 

hna bttn used by the Britioh OcvEr~~tnt 1n purohasing 

foodstuffs end row ~ttrlnla in thE B~lknno , in order to 

kttp tbm from goi ng to Otr~ny, end 1t gcto on to urct 

t h e ntotsoity or supplying nudtd uporta •hlch lllight 

eomt trom Gt~ny to thosE countriEs by barter or subsidito . 

The \7rittr furthEr pleads that the confli eting interests 

or so many di tttrEnt Govtrnmtnt dtportmcnta tEnd to givE 

to a ll Gov£r~~tnt ccti on a nEgat ive captet , and that thE 

dtloya in the obtaining o< nttd£d ptrmlta often makt nll 

ttforta to push Exports fruitltaa . He suggests thnt un­

nEeEasory eonaumption over c nid£ f i eld eould bE mort 

simply rtduetd by bightr import dutita ~nd thnt resort 

should oleo b E had to drawbacks cqucl to, or tvtn exCEEd­

ing, import dutits on ~tEriola to bE ustd in thE rxport 

industriE3 o "ThE Golden RulE should bt ncv•~ to cpply " 

method Ylhich i nvol ves corrEspondtnot wi th c GovernmEnt 

offiet tthtrt n morE tltxiblt i ndircet method will strVE 

tht purpose.• 

Tht writtr strEssEs thct "Not tht lEast etrlous 

obatoclt to th£ EffEetiv< eonducting of teonom1e warfare 
18 
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CK 5-No , 2497, Novtmb~r 30, 6 p ,:o, rrom London 2C4 
ts thE octu~l atructurt oDd mutunl rtl~ttonahip or thE 

Oovtrnmtnt orrt cEs that hnvt to dEal wtth tht probl~ . 

en c Ht urgEs thQt economic warfare needs on orgon1z~t1on 

~Eograph1c bas t s for tradE wi t h Each major group of 

countr i Es , wtth scmeont 1n ohnrgt or each, nblt to gtvE 

dEolstcna on EvEry aspec t of daily trade problEmS ns thty 

nr1at , tncludt ng thE txptndtturt of ftnnnot from fundS 

allotted btforthond and that this organization should bE 

htadtd by nn rccnomic ccmcondtr- tn-chit! with n small 

txptrt economic gtntral s tcrr , 

It would stEm th'lt tm two nuda nrr o (1) A ohnngt 

1n tht TrEo.oury point of vttu Tilth rtgnrd to •soundntss" 

of many· mEaSur Es strnttgionlly ncctseary on tht tconomic 

Vlar front nnd (2) pErhaps n body rtstmbl1ng thE Unlttd 

Statu nnr tradE board of 1917-1916 with rcopona lb1l1ty 

' fer making dEci31ons and a dally mtttlng nt which thE 

conflicting intErEsts of d1fftrent dtp3rtmtnta could bt 

threshEd out as t ach dtc1aion is ~dt, 

AnxiEty rtgardtng tbt poa1t1on of Br1t1eh txport 

tradE is w1d<sprtnd o.nd thE t act thot 1t wo.s cut by ~ 
in Sept tmbEr and only rtcovErtd by 6~ 1n octobtr 1s proof 

that much must b t donE f r om thE point or vtEw or Enrntng 
A rort1gn EXchnngE ns wtll as from thE etrotegt c aspEc t , 

l1b£rC\l motion tn tbt HousE of Commons """ tobltd ytsttrday 

proposing an amEndmEnt to thE Ktng ' s addrEss txprtss t ng 

rcgrtt tha t tht spEtch contntned no lndtcatton tbct tht 
Oovtrnmtnt 
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CK 6 - No . 2497, llovtmbEr 30, 6 p . m. from London , 

GovErnmEnt nr E taki ng nd t qunte mtaaurta to EnablE tht 

count r y t o add t o i t s f i nancial strEngth by thE d EvElopmEnt 

ot txport trndt • ThE "broadsidE" of the "THIES" today, 

follofling immediatEly upon the Oovtrnmtnt 1 s long nwn1ttd 

dtc1s1on to include OErmon exports as contraband is thtrt ­

tore 1n lint t~lth w1dtly htld opinions which h::vt prtv­

io~ly bttn rtporttd in tht Embaaay 1 a cables Nos , l981 of 
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TREASURY. DEPARTMENT 

INTER OFI'ICE COMMUNICAnON 
'' 6 ..:. .. 

OATil Uove::be:- JO, 1939 

10 
!;;ecretary atorgentbau 

"'"" 
J oneph p, Cotton, Jr. Re : ~~ 

Ideating of Technic&J. Expe:-ta at Dr . Feis ' Office 
llo,•ember 29, l9J9, Present : For Co,'<.rt<lcnt of 
State - Dr • Feb end L'.r . Duecan . For t-epru'tment 
or ~me.rce : J.:r . i,;c:~ .noll . For ~EC : &es~rs . 
Fret>:.< <o.nd Ur.coln. For Expoft- Llo;>ort """"'' J!r , 
Pierson.. For Tre'-S\U"y : Dr. l.t.it.·c c.od :.:essrs . 
P.iefler end Cotton. 

Fe1s &rd. ~n outlined tte hi6t.ory o!' ocgot!atior.s over t.he pto..Gt. 
i .. r- tet\oeOn the Council and the ColOftbian A,sbetudor in ra.e:hin.-t.ou. The 
Col: .btano fornerl,y orter<>d an W t iu ~ rate . ncroaallli ~ a yur u? to 
;-" , nJ!.b.:.IG on the intereet arrears , a.mort1:.a.t1on by open c.ar«.t. purct.aseJS 
t t~d r~ t• or 1% a y ear. This orre..r wc.s nevel" aeriows.l) con::::id6red by 

t~o CoW\c1l nor tv the Col ombians . to.ter Lo..ylln , T.ith th• conoent of the 
Col.,~b1•n Allboucdor , Lopez , COCilllunic~ted to rranc11 fihite • proposal <••• 
tt< "'"' nCOlOl'andum} which it was indlcct<d the Aab<ns•do: might be pre-
•: ..! t.u f lh:omeud t o his gov&rtwent provided he wea aosw-l!d that th£1 Coun­
cil ,,>ul<' tCCept a f ormal offer Gl oog t hese linea . The Deporlaont of State 
tol · t...e Colombl.sn AJnbdcs6<lor that they ,;ould eon~ider ouch a proposal 
a . r Ue o.nd ~ould be ore pared to try t o peroWJ4e the Council to accept 
lt If aJch <.n offer ,,.,J'8· Nde . outcan ••• infomed yooton!ey tv teylln 
· l tt.e Coloabians , 1 .. e . Lope:. t.rd. Jr..ruUlo , hive roceived instruet.icns 
~ t• · 1r KOYarraent fad preSl.mAbly ue nMI 1.n a po1lt ior. to :ake s. new 
) • J , 'kh1ch the nepa.rt.cent of State antlcipe:Lea wt:..l be so::.eo.bl.t less f'E.v-
> 'lc t~...n the ao-c&lled "Lt171in propotal• obo<re . 

F•ia t.nd Olli:&an recocund that u should uit to l.ur any net< Colo;­
!; .. , offer before t.alt.in6 a:ey position in a diacuooicn with llr. Tr<lpbl;o•n u 
to -t t • .e Gover ~Rant flight consider to b-e rouo1111l:J.c tuu · 

/..1 a reeul t or general. d.!.scU&eion o!' t.t.e natw .. o! t.n~ Gtt t.:c=:~ 
' !ch ahould be aiDed at, general n;;re .... nt ••• reeched on tnroe poin • 

th C il and Lope• Ill vo bun con-
(l} Pent negotiations betr.cen • ounc .. .,.,ent _ so:te ~51 

«"'"' ~•rely dth the direct debt of tho ColOQ~Bn eo. !cultural l:lortgtoge 
•nl.tonn . In cddition, there are dolW bo~e 0 ~i::to ao·e flO ~iUions , 
bw.;,, f'\lbTc~>teed tv t he Colombian Govornmo~i ' "';:~~0110 r8;> millions . It ••• 
',:(] unJ.cipel and depert.mental bond• ...,un ns 
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,.reco tlu.t , i! e real job no to be do ... , the f:Uarnntoed 110rto;age bcnk 
w~> • ahould be incl\lded so as to clO<.n out t he credit atandl.ng of the 

v•"'""nt. Feia o.nd Duggan pointed out thb IOifi)lt create diffieulti 
:.e: ·l~L:'Oducin[~ A now element into nagotiat.iona rn4 boct~uae t.he Coloa-es 
t:...n Cov~nweo t , in view of tho e~rd1tlo!UI of urderttil<ing the suaronty 
c' .r • .i~•cred these obligat ions i n a diffeJ•ent l ight. . Neverthe-less , i t ..,;6 

r<td t!u.t un attempt should be IIILde to incl\ldo t hose I(Wlt1lnteod bonds 
1-Yiiu lf t t~l"Ott.te service v.as not increaced . In this conn.eetion you l\-tll 
rcooll thAt r.lr. Joueo ex;>ressed the v iew th. t tho attempt oho.Jld be ""'"" 
to 1 •. elu"e the •llllll ll..C>ount of ctorlln0 in..ttbtO<UJAioo of t he Colo::bitm 

... -cmt - &bow:t bl~ .::illion - ~IJ ~ell tJ t.he c!.into;.t. d.ollu..r ln.!ebt­
e"'-<• of tho Colo::binn Government in ll!lY LdJuct...ent. 

( ) There •aa E.lso • discwosion of tt.e do...,-t-cnt.ol and :un.ici-
1 U.>lh: bonds . It u.s fel t t.t.c.t , s:nee U.e Colo;;b:.U. Cove:n:__e.nt -

~ ....... h ucl4n.;.~e control - is 1n 01 .,oW.t.!.on to re1u.ue or ~t tt"l..n::>!'~r 
:lt:to 1n connection ;.ith the po.yreat of tho =l!.cipLl • nd do;>:.rt­

.. e •. t-r.l ~ • ..;ebt.oc! •. css , the Colo::bicn Co'Ye:-n:.ent oho;.W: be L:.<«: to c~ve 
a ., ur·t.nce in principle thht 1t .-ould ulce ava.il.£i.ble trLnS:'~r !'t.cil­
:t.tt ••~ u.se its beat e!"fort.s t o persuade t :Je loW ::authorities to :.vee 
to juot t heir obllgnt1ons . reis lind J)J;• •n r ore eoubtl'.:l LC:>Ut the 
o 'b1lity o!: gett illll t he Golo;;>biano to ••'"'-• \.0 thia . 

(3 ) Tho quost1on of t he intereot rote end t:1o :x>=•ib1lity of a 
.lc~J.t.lO t.rrt nbe=ent !or i ncret£Gi'nl, flervieo, t!&tr..red to the . ro,.oe~"l~- of 
C"l"./l:~!n , \,uc. d lecu:;Bed . The 3-4% range .... c.n eonnld01'td G'-tis!''-ctorJ . I t 
·,'. felt tllllt oey rata bore <ot<ctlinhe<l •ould b. ~ ,weeeticnt in fut~~re 
..: es 4-nd th. t t:.hc rate should be ~:t lcCiot ,)%. It HiD a~ ... o~ted tnc.t e 
~~t. )~ J'htl plUG n nc.xible ll.rran&eDcnt f',I W'td t.o t,.1)1,..tl VOll.Wie o:- o:­
_Jfttl to ·..er~t an incresse i~ r .... t.e, t.t,e clew 'n . or' r.TJ'&' -~ , the t<.~lld­
- t;. or" re ... e1-ve or the iner~sc of L.:::>rt1- t !ou, ;.i,t:'ht. t.Q :e=.i~'He. In 
~II\~ a t.lon -.ith t he problc.:; of .c....'""T'CW"a , it. t.L.e • T<:.od thLf .. th• n.~L--:.:;t. 

.a .. l' 1At u.Ge to bbve so::et.hi..ng done t.bout.. th .. tro.- t.be LW:X:.,.o:..nt of 

-., •. er.t <.:d of trying to do " ele£n job • 

..._.et.ing t..t. t;.he 'trLLS\U'Y ~it .. !.,r. :"r ..... ioo4:C~ o ( 

t.~o BcnciholJ:ieN> ~t.e .. t.-ve C uacU, .. .,v~ .. 4..:: -
~-.J : '1.)9 . ?rc.,e.nt.: Tho • ocr•t...•l .;. .. t.ho. h~-.... 1 

t.nd Ur. lk.nes , in 6.dc.t:t.!.t.>l• to t.o:ho4 't.~ t.t.tc ..... ccl 

the oact~ng of :~<rr<:.ber :0? • 1?39· 
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the local and dopart.o:ontG.l indebtedneos &hoiWI w o bt "''sed A!'l.er 
• diacu .. i on or tbe latter, he ..w~ tbet he unc~eratood this .ii!>t roJ.•• 
J!riculties which would preja:lice negotiations an! I got tho iapression 
UIDt , so far u tlis vie•• prevail i n the CowlcU, the Council ..-oul4 not 
fU!lh t tlis point too hard. He also ill4i oct sd t.ht.~ , •hila ho 'IIO\ll4 hope 
~o•· r.n intcl'Oat rate scaling !'rom 3~ ~P to 41-4~. he •oul4 not he too 
ins1Gt ont on 4~ or 4l~ as opposed to 4~. 

lJr . Tr~>pha.gon naked the direct ctuoation of •hother the Covernmeat 
11.tcnded t o negot i a t e the debt settlement >ith tho Colo::~biana or >hether 
it ,,ould expect the Council to do so. t o told h1o that • • expected the 
Cou..cil to do so . He appeared u.t1o~ied wit h t tlia &n111'or, but ae1d t hat 
h< e pectod the GovarrJ:~ent to explore t he .,..uncS prottr ~ for 
t t t Council. He aaid that the Council wul4 co aa tar u it coaaeian­
tio.al;r could t o r ea ch an edjust;oect on All)' proposal t hat 111£)1t be put 
ror rd . 

:l:'. !'e\s ... 1d that he hod s cr.a doubts .bother tho Colo:lbiana 
71ld :take all orrer now and t!l!lt , ~ the)" did, on tho basil of instr.u:­

t Lc.s T.hicb u know they recei ved yesterdq !"Noa Bogota, he Mt ici petod 
tho offer Ylould f e.ll short of hoth t he J oneo end LIJ'lin propossls . If 
it should fall abort, he expres sed t ho vi., t hat i t •oold be icposoible 
to 1ntrod~ce int o ~he ne;otiL.tions t he vo.riolls aa• olc:nonts which b£d 
b .. n d1acusoed nt t he meet ing, i . e . tho lfU&I'Wit <ed cort~,-.._e bnnk debt, 
t~o ... uoutl on ot an-oo.rs Wld cxchan.r;:e as£uruncco in connection t;i tb tne 
locti t'.lld uepart mente.l debt . He Oill;>haohcd t hnt t he debt :jUest1on ..... 
u bl~ politinal quest lon in Colo::~hia , 11nd t hat 411;' oe~tlcr.ont t!Oul4 h!ivo 
to Lo prooonted and voted through o Conj;reu a l arge part or the ce:tber­
. :, of ,,bich !o hostile to 8I1/I resu::~ption or oorvico on t he Colo:lbtan 
ex~nal debt . 

further developae.nt.o . 

I taka it thet you bn•e nardec1dod that , ~• Choir.an or the c~o­
..;.ttco coouioUna of J<r . Jones, ~. ::elles and 7~:U· J:c~ ~":""., 
C<.l8 t.h.t. f\lt.u.re debt rtegot.tLtiOD.G SboUld be CAM' 6~~ t. aivi!;.e U·c 
C' Col biona r>:1 th eouncU •bich •o.Jld bo -..po;-. ~ . ~· e 0:: a e ' f N). t.~t !:r• 7r&pbt..:;O ~~S, :.O.<C"o.=ent u to T.hat is going on. I lore the =unci !llrt..'>er 
•D<l •itll jwsti ce , thc<t tbe Cover:cent abooll4 .~ offer ~ tt.e:> hefo...-e 
itb tho Col0Clb1ane with a vie" to extract ing ~ic•t!.n' • t tbt.t t l.J;;e 

turn1n& over the negotiations to the eouncil, ble A• it is !.&portent 
.. hethcr or not it considers the of fer re""~ i.bo Colo:nb!.nna ad t..lu! 
to cvorybocly concerned - the u. s . Cover • I do not think •• o.>toul4 
Council - thnt a settlement should be reoch~ • 0 in this case ahoold be. 
h va aey too rigid idea• ao to wbnt the proc ur 

J ~·e. f. . 

Regraded Unclassified



P'FO!'O:'"AL l OF. COLO:JLIAN Pt:O'l" • M'TLf ':t""l:T 
I..l f. liLLY AD\T.CrD EY r.:!' . IJ.YLI:I IT THl' l.'l:I'L!G ~["!", !Dl 

'0' , , tiTE JJID TilE COLO.''lliJJI A If I '! ~LOP 
C!i JtllY ~8 . 

CUrrent lntereat Arre.>.rs A:>ort.ize t ion 

~ ~ 

1940 3~ ~.Jso,ooo (193~ oos . ) 1% $225,000 fJDO ,OOO 

1941 ~ 1,)50,000 (19.35- 19,36) 1~ 4SO, OOO 100,000 

1942 3~ 1 , .350 ,000 (1936-19.37) ~ 450 ,000 200,000 

194.3 3-1/~ 1, 575,000 (19.37-1938) 1~ 450,000 200,000 

1944 3-l/~ 1, 575 ,000 (1938-1939) 1% 4SQ, OOO 250,000 

1945 4% 1 ,800 ,000 (1939-6 CIOS • ) ~ 225,000 275,000 

1946 41> 1 ,800,0'l0 500,000 

~ 

$1,675,000 

1 ,900,000 

2,000 ,000 

2, 225 ,000 

2, 275 ,000 

2, 300,000 

2,300,000 

tv 
~ 
tD 
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November ~o . 19~9 

Walter Stewart 1s go1ng along with me on th1o 
matter. All he wanted to know wae whether the Pres-
1dont had oomm1tted h1mselr on th1e and I told h1m 
that he had not. 
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~ COLOIIBIA N FI NANCE November 30 1939. 

10:00 a.m. ' 
presen t : 

Bsnes: 

Hanu : 

Cotton: 

Hanes : 

Co t ton 1 

l!anea: 

Mr. H.anea 
wr. Cotton 
llr. Rietler 
llr. Co chren 
llr . L.1n eo 1n 
Mr. Traphagen 
14r. Frank 
Mr. Wllite 
Mr . Bernstein 
r.tr , Foley 
llr , Pierson 
llr. VeConnell 

Before the Secr etary comes I would 11l<e t 8 
this tor the reco!:'d: As ah r 0 

ay 
llr. Tra phagen to come down he~ 'JOU know, I asked 
with the i dea that •wbe 1! - a raw days ago • -~ do get thia Coun-
cil. ... · 

(llr . Berns tein enters the contet•ence) 

Come 1n, Bernie , 

117 thou£bt was - the Sta to Department and the SEC 
and Treasury d iscussing t h is thing - t hat if we 
could get the Council and have them meet with us 
we ooulcl really do our work out 1n the open so 
the Council would be tamil1er every step of the 
way a a far as we bad gone. It would be vory help­
!'1.11 both t o the Council and to ourselves . 

Mr. Traphagen very generously agreed to ca11e down 
then and again today and fff1 t.hougbt was - after 
llr , Jeeae Jones had aeen tho represent ative of 

Colombia, gotten the ideas frOOI tho Colombian as 
to what they wanted, ltr. Jones aat down and wrote 
a very 1nfonaal memorandum. 'lba t meoorandum, I 
think , J oe , went to the Colombian rep r esentative 
here , did 1t not! Wasn't it addressed to him? 

Well , they bad this tall< ard Ur . Jones au::IIII'U'·ized 
1t 1n a letter to the Secretary. 

It hasn't a ctually gone to the Colombians them­

se lves? 

1 don't think ao . 

Is tha t right , Bart"}'! 
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Tlllte : 

J!tmOS I 

'l'hlte : 

Ranos : 

R. r' . Jr : 

E .~~ .Jr : 

It is aa Joe said, the le tter went to 
tary and to Secretary Hull , but aloo 
Joe , Jones aa1d t hat he 1'41ght prepa~ 
tor Mr . Jarw.illo ' s consideration, 

the Socro­
I think , 
a memorandum 

l don 't think it 1a ii!!Portan t one way or the othe r , 
So far as I know, this is the only concrete thing 
that haa. been su66estod hore by t ho Oovo~nt 
b'f any r epresenta tive of the Oovornmont. ' 

I think i t n s r a thor a personal expression of 
tbe viewa of Yr . Jones, rather than any ••.• 

253 

I was going to say that , or eouree , this mol'IOrandum 
hasn1 t been concurred 1n nor agr eed to nor disagreed 
to by anybody here , '" far as I know, In any event , 
it aoe:ns to me tbat it 1a purely in the 1nfomal 
stage. I think that 1e fair to aay. It is not 
a propos l tion ei t."er that wo thi nk Colo:obia is going 
to a ccept or we are goint; to give , lll1t at any event 
we have got to have a startin~ -oo1nt somewhere , and 
lt l a my su66estion that we start with that . 

(!l . f.! • . Jr . enters tho eon rorence) 

Viall , Mr . Traphagen , I appro cia te ve ry 10uch your 
oo:nlng down and I Just wantod to take a 1'41nute t o 
tell you my attitude toward thia debt quea tion 
owed b'f a 0overn.11cn t to our prlvn to citizens. 
Since I have been here I havo always felt it was 
not tho duty of the Secretary of tllo Troa3\lry to 
try to collect private debt a owed to our citizens 
by o~her g overnment s. 'nlat isn't very suceoss!'lll. 

I 'ish 1t were . 

I haven ' t been very successful 1n colloct!"B d~!• 
owed t o our aoverrunent b7 o ther ~v:::"f~t!;...sted 
a ll of the peop~ heie,. i~o~~1:;" whereby cleizens 
in trying t o wo ou t · et back at loast 
wou l d haVe an oppoi~1~ey \~aned in the "!!oaring 
part of the money th e countrle• who owe 
TwGnties• and a ho t.1lat 0=~rtun1ty to reorganize 
the money would bavov:nn~·oxchange or trade to 
nnd gGt going end he l d bo helpful to them and 
OW' peo plo and 1 t wou 
t o our business . 
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tiow, 1n order to brins th is about 
State Department to name a countr7 :~e!~"!~ t.'le 
thought we would ha ve at least a 75 percent chance 
of baing successful and they named Colombia as a 
pattern. 11& have t o have so1oe a 11e ncy who 1s •ft~ 
to represen.t the 1nvestol's and t he Bondholderf...., 
Protective Committee is sot up and 1 am hopeful 
that out of these meetl llfs llko today nnd tor.lQrrow 
tll&t possibly a forumla can be worked out whereby 
your organization can possibly be a little bit 
more effective. Is that cild enou;ht 

:-rapha •on: Any way you ..-ant to put it, ·:;e wan t to be cooper&­
tive in every way we can. 

P . .. . Jr : 

~raphagen : 

I don't think there is anybody here ln the .:;ovs= ­
men t who wants to CQ!:lpete with you . On the other 
hAnd , I thL"'Ik you wi 11 find evar-Jbody would lli<e 
to be helpful along the lines that 1 bftve s tated 
and then if we could do it for cclo~ia , ~yoe 
we can do 1t for some o! those other countries, 
and particularl y ••i th thi s tremendous change ln 
world flow o f trade . It l ooks as thoUI;h at thi s , 
of all times , we ough t to try to do aomethin~ on 
this South ~erican debt question until we G•t 
1t out o f t he way . The re ian' t much use talking 
about more trade or he lping t!1om to !lnance or 
anything else until ·.•e do that . 1'hat expr esses 
1n a very c rude way the way I fool and 1 t hlnl< 
you will find that moat people t eol tho same way . 

I think the Council i s e nti re l y i n accord with 
your views Jlr . lo!orgenthau . 'lbo Council .-as set 
up as you' lcno• , by lb- . Woodin and by !Jr. !lull 
and by the (bainMD or the .-ederal Trade Coc­
m1sa1on , aa a body to endeavor to -ork ou t t hese 
d ebts, ;;e can • ~ do very aruch w1 thout ~e assis­
tance of the Govemmant , because ,;e can t hire 
a warship and go d own there and force t!le: to 

and unleSS we get the as siS tan CO Of the GoY~r!l­
:~t we are pretty nearly helpleas, but we Y&n• 

d , thin "e can and I want to as3Ure you 
!~al~ ~~we d~s1ra to be just as cooperat! ve 
and helpful as we can • 

Well • • .• 
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:i . li. Jrt 

:'raphe gen: 

- 4 -

I think perhaps the ilopreaa ion haa g otten about 
that wo were a little bit renct1onary or not 
a a cooper a tive no we might be , but we were 
charged with the duty or protecting the bond­
holders and per haps wo have been a litt l e sham 
i n oul' bargaini ng, I don' t know . Ir we have · 
been too sharp, we want to correct it. 

255 

Well , wo didn ' t- at leaat I didn' t nak Mr. Hanes 
to invito you down hero to go over whatever Q!s­
tal<os you did or did not make or ml.atakea the 
Aclto1n1strat1Cirl did or did not make - I ,..an, up 
to this t1mo I think that - aa Car aa I ..,. con­
cemod, 1t is a closed book, Prom this point on , 
I believe we c&n acccmpllsh something. 

Tho Admin1atrat1on boa boon vet7 cooperative with 
us all the ny through. r.o cauldn 1 t have done 
anything without their hel p . \Ve have managed to 
get some things through, no t as much as I '"'uld 
like to . 

No , I would l ike to see moro. I thlrut if these 
tellows are a greeable , I will go up. Then I am 
a vailabl e again at 10:00 o'clock tomorrow for as 
l ong as you g entlemen want me. Thank you. 
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1\oft lerlT Nf'• \be .t.leop u4 J:l.a\ur arUal oo are \o 

co to \be opoDiJIC ot \be -1&1 •••loa ot OaJ~Cr~oo. 
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NOV 2 ,339 

.. baft UlliN - \l- aka\ \be tiM .. ,.. beU, ._ 'bJ ,.,. 

IUIWICW. hlf~ .. ..._, lM. !'be lao.._ .. - a 1...,, a \be 

_, of tl0010DO ._.., !1\le I of \lie lo"' Jtllor ud PUUo lorb 

.&ppropna\loa An ot 19,., It -- hll-a.l.p lao"'""• 11 \o - u.. 

t \o oporau .. , 1\ _, _,. a t't&r\ber sraat dt.I.J'tq \be .........,, nocal 

,..... 
fte lioN '"J- Adlolab\ra\loo, before Mlt1al: • lftA\1 ....,...w, 

"-" U. PodorallloN A4ala1a\ratloa, tbe dHbloa or \bo ~·r 

O...ral oa ••iller ouell a _, eoll14 be ...Se lepl17 IIOdor \be Jt­

Rollet Appreprla\loa Act or 19)9. A dooldoa 'bJ tbe Oooptrollor -rel 

- ...... nd oa Ofto.,.r 26, 19)9, 1o wldob be ruled \bat, woder tbot Aet, 

r-. •aft M\ ewUalllo tor ..... lft&\o \o ••lr-Mlp .,.. aooporaUft 

u.ela\l-.• A oow of \be\ dooldoa t o ot\oo!>od. !be doGidoa ... 

lluM oa a el1P' -... 1a \oft frea \bet ..,to7wd t o \be 19)0 &ct. 'll>a 

~ 1 _...., • w11 u etw!l.ar laapp 1a t be .. ,..._ Jtllof 

•nupriaUoa .Mte ot 19,., - 1~, 1a a1ao " ''""""'· 

u-.. ~ .. re\loa of • deeioloa of \be C..trollor eeo.rel, 

1\ - ,.,. .p\ \llet • ' pqe -.lop<l lo tbo 1939 Att 414 oot 

-•U•to lllo ~-1• - \bet \be oll1M cbanc• ia tbe \on 
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__._... 'dee' ... - a 1 a • ..u .. '"'""- ..._ _.. la •• ~at• •• "' ... --ll·• "' .......... _.Ill., ....... ·- ..... ~ ..... .... 
.. .. " . ..,... te - tt".,..nl ..-..... --.. •• '•., 

Ue le. Allll"•lf• ... •ul Eal .... 'h'e'•M ... ss Ill a 

1""- ..... II ... u. ... ~ .. -- ..... --·--
u-e..n _. aa ..... -. 0 

5 twuer '-"1 wu r 5 •• .a •• 
rauuti•IIU ~ .& .._., .. , ~ u ala.-. • 
"'"' ~-u-.............. ..u. .. "ftl. 

• . "' ...... --" ........ - ..u-. 
7 7 ....... Uhf '117 ...... -·· a1He • - ,_, -

M -- lr *' 7 I ... ,_---,_Jette ................ 
u '11711 , ......... ·-'-....... " ......... - ,_ 

,.. -- ...... -·- ,_ ....... la ...... ., ........... 

" •• 0 ak , .... -.1. 
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Co.;>trou.r ,. ___ • 
~ of U.. Oa.ltec! St.t .. 

l'uhiacto-

Fedlll'al Iorita lodala1atrator, 

F-.1101'&1 loru &&eey • 

Sl.ro 

October 26, 193'1 

Th<oro • • receiTed 'fO'lr letter of s.~~ ~s. 19)9, ao toll-• 

"Tho -.-ey hllof Appropt"lAUoa Act ot 19)9, S.cUoa 1 (a) 
appropzo1a.t.e4 t\mda to the f_ork Project• &dwtnhtratloa which lati.; 
S.Ctioa 1 (b) . wro .. .s. •a ... U.blo for (1) aclalD.I.otroit ... , c2l the 
pl"OIIOC\ItiOD or proJocta a pprond b7 tb.a PHoidoot 1Uider the pro­
YioiODo of U.. lllllll'c-ey Rellot Ap~ropri&Uoa Acto ot 19JS, 1936, 
1937, &Dd l9J3J aod (3) u.. pt"OMCilUoa of U.. toll.owinc tTP" of 
publlc proJect., Fedlll'al ODd --redora1, aul>Joct to tho appro'fol cf 
tho Froaidoot, -~· 111cbwa~, • • • 1 114 to ulf=l!olp tad. 
COODI[!Sl!t woilitioM (or ~ bee(U O( petdl HEir! I t.p4 ai!­
COlloMO\I.t proJoctao • • •. 1 OlldaracoriDc aupp1b4. 

•tiM laapaio of U,. Act Jut aboft cited io 41t!oroot tr .. 
U..t ot U.. _.,ooey hllot Ap~priaticft Act or 19JS which •do 
ao appl"Oprl.ati4D to U.. forb rz.ovoaa &dalDiOtroUoe to be 'a...U­
ahla tor (a ) admaiatrati.ODJ (b) • • •1 (c) li41nc .. u-llalp ud 
eoopU'a\iYa uaoc:l.aticao tor tile -•tit ot oaad7 ,......_, ud (4) 
U.. tollawillc toJpaa ot pabllc proJac1a 1 Federal &ft4 --r-.1, 
lUJan to - apprc>ftl ot - Fre&idOftt, • • •, -~· • • 

0
1'· 

•11-.tar - 19)9 Rellof Act u.. 'aid' to Mlt-llal; aD'!! coopar­
atin aa-I.&Ucaa b7 tlae l"cll'i< FroJacta jdwt nhtrotioo 1o iD­
c.lladM - ... - •proeaCIIU,.' of proJacta, - · · Ulldar the prior 
Act U.. '•J.diJI&' aalt~olp and oooparat1YO aaoocl.atiou • • oaparo1a 
&ft4 aparl t'J'oa -t aactioe or tha Act putaJ.AiDC to tho oparot10ft 

ot 'proJaota'. 

•ODder tho proY1aiOD8 of - IMrCODC)' !Wllof Appropr1at1CG Act 
ot 1938 t ... ,. ....... rrocraoo lbl•latrotion ~•• paraitted to -

anti :r twld.e to cooperatin aad aelf...Otlp aatloclationc, 1\.lch .on1•• 
~ ba -Dd..S b7 t.,. coopU'&tift8 aJ14 .,uoc1ot1o•• in &~cordeD: :.,~ 
tho taru or- appr.....S appUcoUoa: o~t:~; &~thO~ty ~­
..,.r, tbat- 1IOI'<I1D& ot- 19)9 Ac • 
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wtecl 1D tho 19)9 act ...WS o.p;>eo.r e.1...,.~ to U o.U aid to oucb 

o.1100U t1011a to tho -Kilt.lon o! Jllll>Ue projoeta for t.bolr oa-

• l e t.&nc• .. lb.., , 1D o.<lditJ.on, t bare 11 eoaoidorecl tbo do!1D1ta ehallse 

ot l.o.II~IO h-011 th&t o.plo,..d tbe prior ,...,. • t o • bleb orr oct .... t 

bo s l•oll , tbo. CODCWlOD ia 1Doaeo.poblo t bot . ....... tbo l o&lllatho 

llltent. lt 1o IL!Ido.rot.ood tb!tt •hll· W>dor tbo 19)8 act 1t ••• hoid 

that eo.o.b sruta o.a 1rall aa projaeta to aid oolt~ and cooporat lTo 

aeaoc.U.t1oa.a ~u• •~t.b.or-11-ect, it .... the cenen.l adal.a.ht.ratln j)OllCJ 

40t to Ml<o al.ldl sruta (eu:opt 111 rare aad axco;>UO!Io.l eo10ol , but 

to t'llrlllob aid b7 proJacta ol.ldl •• ror pr<>T1din& facWU oo, ate. , 

and t or t'llrlliohiJic aod po7~ rolla! pera01111el to }<lr !ono ouporwlsory 

aad otbor work tor aw:b a .. odetlona. Th o otroet ct tbo clwlgo b7 

the Conp-ooo 1D tbe la11pA&O o! tbo 19J9 oct Ct011 thu t o! tbo 19)8 

act ••• to ad.opt &Dd .aka eudl reatrictione • a.1.t.t.or ot le&i &lat!Ye: 

r.qulr-t l.Jlat.ecl or o.da1D..letnt1'f0 policy. 1n otlJ • ••nt tblo would 

appeu to 1oo tboo toJr laport or tbo u pruo cbo.nse or J.en&Uo&•• and 

1t ..... orr .. t bo ..-.1dered too rll0tr1ct1••· tbo .. t ter T.ouid 1M! tor 

clo.rl!U. Uca ~ tboo c:c..ve••· 
.u to OJ>:I a~atJ.oa that tbo procodve of aaldAi • p-aat to an 

aaaoclo.Uoa, t.ocotboor witb tbe related d11t1U o! dotarai11111& tbo 

coodl tlou Ulldo.r 1!b1cll tbe craat obould bo a do aad •botbor . ..... 

•- - • ""t of 1 t ool! bo eonddorod • • tbo 
e.ond1t10DI &1"1 cot, ·-·• -....,... 

Of a ·-·"ll" proJ ect• withi n tbo &oonlll& or tbo II01d 
•proaecu\1oa" ..- ... 

Or • • · 19'9 act, it _, bo pollltod ol1t til& t • • 
... t i oa l (b) ()) ~ J 

Regraded Unclassified
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• 

le-U. \M -' ..W M - el ""H•• waU.•, tw -.!. ... -­

,_.. ........... -· baU. 1e ... 1e ~- l {II) (l) ., tM 

M\0 ,. U.S.W -, I IIIia 1 (e) e1 .,. .-, - .,._11 ..u "'" 

M • .,...J-'" • ..._, tM porta - ot - ..,,c .... 

-Uw t-.Uiea ..U .n M ., -..-u..• eta .,...J_. ., 
·~ .__ ..U• 1 (Ill) (J) et tM an. .. .. ,., AliT -

S..Wpw'""- el * .._... ..U .-_...,. tM leclehU .. 

,.,. .. wnw,., .. ,-, tM : -....., et 1npopu *1m"""" 

'££ wp1aU. Mt., 19)9 - - ·-!lei>!• tor oaab create "' 
..U....U. ... II J bU.. uneieU..a U aJ Ito ,._..u.s, ...... 

-· \M' .. ,...us--~ 1.a -uou 1 (o) aau1 1' (a) 

IIC \M eft lllel\1111 _..,tullle aJ M o.j~Oih<l t• otloer tMa 

WMr _.., _. ~...,.--. et wwt. ntw o,.U-

~----~·.., -•..-1-U.tw..U• 
..U....U. _. 1 s auw w "U.. ia ...U• 1 (II) ()) et .. 

... .. .- u.&w· ._ _. .-J..u- .... w tM ..-u- et 

• sUe _.__.. ~ .. • ""'"'• \an ... _, ~ '"J""'" . ..--· 
el ................. \Me -- .... J-· ooll1e "" -J- ....... 
N8WWt- ... uaLtau.e. 

~· 
(~J rndL-

C c•''· o--al e1 leiW ... -
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~':-:' ,. • ...._ ,.. 10, u.o, n,m,ooo,ooo, 
• 

I. ...V.• 1 fll IU1e l fll .. -.tr leUfll ... ~11 '"""' ..._.,. 
,n.u • ..,.. "' 1•, • n.t. '"' 

........ h --- ..... , ........ , "' 
- ... 1a -· ......... - ....... ..... ..n-..... w -'• ...tl.n. •ul 1-. l!O, 1nt, •• 
t•ll-• 

•(1) fa tile"'*''"-"'" Mlllalttfttl.., 
tl,UI,OOO,OOI, 0 • • _. -'" *"11 \o o...U· 
-'~• tw • • • (e) "''" v!'::M" ee4 D"" 
r t (:"l:f.:! ::! ..:Mt r* ,. aw 

a. IMtl• l f11 .._' a• "'lellfll • sopolatt• An fll 1m, ........ 
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taM- .............. Ql• ........... lite' .... IIIII AQr 

'*"' .. aU -..ala ....., .. .., • 

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

... .., ... 1_ ... , .. .. • • .., - ......... '""'" .. , ... 

_...,.... .. ~, .. r••._ ........ .u_....,... .. 
.. ,_ A11 u. u1 r .. I W "r ,. .... , ,_ ill rrtl-tt•., ................ .. .. ........ ~ ...... , ..... .. 

I?'W ac-1 •r, X• .a-t 1$1 Fl .a-IF .. u.&t ..... ~11· 

.... I 0 tl- a.,.... . .. II ,-&it,.,....~ .... 

d I' •• .. .. ... .. •• - , ....... 1«-) ~ ..... 

• .. ' ...... .., • • ...... ilcr'-. ......... 

...... .. • ....... ,.,.. ... , .. ,..., II J leW ...U 

'- "aM, M ... $111 U• II ,.ua ,..,.... tw ........ 

1'f' .. 1 daM 'a... • .. ,.... .. ,...,.,..... 
--.. t •e u.tal,.... ..... 1 .. , _. ._ Uate ..... ta 
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h tM.t U.. hllla ~an ..,.laUe tor •-. '""""• 

., • • • •• .. .. u~ ..a .. ., .. u .. •••elatt .. • • • . • 

It U.. n.-. h 11 .,...., * 11111 utter--. ....... -. ,-ot­

ot -•&• 1 el fttla I If -. ._. llllllf -' I'Glll - ..._... 

,.taU•• Aft at 1•, M "-L lOt, u1 ... u .. 1(\) .t -. , FLAF 

lellol ... , ...... u ....... el 1- lo .... la .... 1 ......... --

,.,.. .... - •-ss...le tw • • • otU.. oolt•u1, -' -·"" 

--.u-• *11• ,.... • 1• An -. -"'rtoU11 to • ... u . 
.u. tar ... ,....,_, .. e1 • • • att te H11-M1' ... _.u ... 

e1n1kU-• a-..,...,. te'" llUl• tttten111, U ..,, M­

'-.au., ..U-1111• uuotau- ... '"-"II .u att ot ooU· 

~ ....... --
.. •--'• 1a tM , ..... , .. .,....,. abo -•• -

.. • ... ia ,_ lit- ... - ..... la 1r .... -.-

, .. 1-Aft- .. 1- ..... ,._ .. ..-1111111 ... , ....... .. 

-. ~....... lt .. 1 .... ot - 1 ..... II ... ... 

-· M ..... la U.. 1., Mao •to ..-11111•- IIOt felll• 
................ p·plo .... -........ ,..... . .................... " 

'"'"' ..u .,.w ... -- ...., ··---•t• ... II\ M-
ia .. u..e~ta ot U.. e •• el --

..,... ._ ...-- ot ...Se\111 ..U• 

., ,... ' a "• lr '' a ..... 
I' 
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~ ........ - -
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aa • • a • bUfllls• *".._,.. •' ,.,, • 
.... •• .. lSi Qllata•- _.. -Ue'Je ,_ ~ 'IIMMI 

at ,.UI ~lllh1 tllllll - Uftetn ... II .._ lila- Uftat 
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It .. Ulll I If Up fl ¢ ....... "fiMI-'¢.1'111_,_ ...__,._ .. ,_ ..................... ,",""' 
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-
l. !otllll&hd calendar :roar 1939 lndhidual lneooao tax llall!lltlu 

lloulcl. ban to raiae tax01 on tho """~ by 30 ~oreont to ueuro 
on n441tlocal $250 •1111ono In the enlencl.ar year 1940, 

2. l ott..tecl. calendar :roar 1939 eorporoUon l.neoco tax ll•blliUoo 

Would. ban to ralae taxea on \be •••ra&e b7 29 percent to eecure 
M acl.cl.1 tlocal $250 ailllonl in tho calendar :r..,.r 1940. 

------

$SJ4 mllllono 

$865 allliODI 

-

Regraded Unclassified
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2£9 

• • .,. ta11ooo1 -., u- ••' u.. n .. ""' bel., '- llf .._ 

l&oiU.,wa leU~ .. ._, 1M. n. lull& ... '"""" 0 '""' 1a \1M 

_, ot tl.OO,ooo _.., nu.. t ot \1M len. JoUot o8d Plabllo lolb 

.!f9ropr1o\loa An ot 19)1, tt \1M lolt-lolp lulluco 1a to -u-
l \1 .,,.,..u_, 1\ ••'- • l'lartber '""' dllri., \be .,......,., n o.u 

.,..,. 
tM lootra PftJoow 'H•Io\ft\loo, beton ..U.., • ,...,.,, ,......w, 

tblftC!o \1M fo4oral lora AcJ.1Jola\n\lOD, t ho dMilloo of \ be Cooop\l'oUer 

Goural oa wb&U..r 1\0ib a .,_, ooiiiA be - · lepll.Jo lllldor t !lo l&erp~~q 

JloUot Appropr1o\loa Ao \ o t 19,., A .. aloloD llf t!lo OoolptroUor Gtoloral. 

- rwlldo,... oe Oftobor 26, 19,., 1• wbi oll bo ru1Ad \ ba t , w or \blat l ot, 

t_.. •oro M\ oftllable t or .. 11 '""'" to ael t - balp ODd ooopol'Otho 

uoooiou-.• & .-,r ot \IM\ ... 111oa 11 ottoo~. n. cloaloioa -

• ........ • ~ ..... 1a un troD \lilt ~.,._. 1• t l>o 19)8 ut. n. 

ralafta\ ,.,,...,., .. ..U u aiallor "-""' ' lo \be ... ,....,. lloUot 

~rtaU• &ow at 1977 ud 19)1, 1o oJ.ao o ttoobool. 

U\u MM!doroU• ot \1M d"111oo ot \bo ~troUor o-ral, 

1\ •• ~ *' \1M lDIII"dW _,].oJOd 1a t ho 1939 lot clld ao\ 

-••ltoto blo _, ...... tile\ \110 oUallt '"""'' 1• tho tort 

' ' 
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... .. • 270 ..u..... . . -· .u ••~~ontac .... -· la •. la·-· 

at .......... at ......................... llo.nJic ..... .. 

to ~- .,_ .. - ., ......... _ to .... th -u. ., 
... a.. ~q. -~ .............. tor....._ ... . 

lat-. to ~· ~- -...u ta 'ftlo' •••h -·u-u .. ,_ 
41 ........... La .. ._ .. ..., ... u.. O..ftl .... _ ....... 

,_, ~- •• - ..,... ,.._ '-' .. u .. o...u • 
.._. et •• .... •n - liJ •• w.•uc~• ~tolalf 

........ ~ae •• ~ ....... ta.et .. , • .a .. .... , ........ 
~. _ .. 11r \llo.t 11-•'11 .... • ,_ - .. ,... htjoata •••••a\fttl•, 

u 'lllll •• ,.. .... to u-••- na won, u _,..... to • n •t 
,... alpt .._. to -•• ,... ..,. ..... ln tloa won ot the llle ..... • 

t o tllo......U.'--lo 

. .. : Jr. 

-
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Ootobv 26, 19)9 

'"""'- ... Mca1T..S 7fNr uttv of S.pte.bor 2S, 19)9, u toll,oQa 

"Tlll Jaor-CJ l ou.t AJ>lli'O....,.t10D Act of 19)90 S.c:t1011 1 (a) 
• wropri.&W '-- to tM t ork l'r'ojeota ""''"'''"t1oa 'lh1clo ~.; 
Sect1oo 1 (b) , ....,. .. cia 0na1u llu tor (1) oda1Jl1at.roi1oo1 <iJ till 
...-... uoa ot proJoot. ap~ b7 tbo l'hl1d• t wtdar the pro­
'Y1t1ou of tM ~~ou,_CJ 1ieUet Ap;>ro;>r1at10ft .leta or 1935 1936 
19)7, aiMI 19381 utd ()) tM pruooat1oa ot tho toUowitl« ~. ot 
jlllblio proJocta, r..tara1 utd -r..seral, oubJ..,t to tbo ·~pronl or 
tM Pr••1d•t., ~· JUcll....,., •••• 114 to glt=btlp tp4 
00S"£1Up , ,py1 •t.tw tv tit Wtfit at pttd,r 21DN' y4 lit­..ua- proJoct& o • • •.• (IWareoor l.Ac ouppl1ocl. ) 

"!M .Lupap of tM .lot j,..t alloft d\ocl 11 cUtfaT<IIIt tro. 
that ot tM h ,_ laliat .lp-pr1at1oo .let of 19JS w!Uclo Mcla 
u &~JpNpri.a\la u tM - ,.._ ... •4e• • ••b'at1oo to Ill '•Yail­
~ t• (a) ~titaJ (b) • • •1 (• ) a1d1Ac Hll-ltelj> &1141 
CD OpM&\1ft aaudaU_. fR - MaatU of .-l7 jiU'&OOII &1141 (d) 
U.. t.U..U. .,_ ot poilU. proJMta, roclar.l &1141 •--'~• 
-jM\ '- .. .,...-1 ot tM PhoU.t, •••• MM11t ••• , •• 

.... tloe 19)9 laliat .lot tloe 0&.141 to H ll-ltel;> tJtl c:ot>per­
&t1ft llt .. iaU.. '-7 ta., Y ... ProJN\.e t .S.SehV.,t.JAa 1a ia­
AW _. ... tM 'pnlloatlta' ot proJ .. u, -., -· tM prior ut tM '•JAUII&' oa11~ ..,. _,.....u ,. .... -uuou _. .. pant. 
- apan ,_ tloet -u• at tM Act part.J.aillc to the opanUcn 
ot ._, ...... 

"'Dccar t1oe proT1ai_. of - -1•01 Rallat Appropr1oUC11 Act 
ot 1938 tJoe 1..a ,.._ .. , ..... ot•\l'at10D .. , p-Utod to -
IP'&atl :r ,.._ to coopontift aad Mlf-ltelp at<001ot1ono, auclo -u .. 
to .. -,odd_, tM _,.....u-- ...... s.au .... 1n acoordolloe ntlo 
t~oe tu-M at t~oe • ..- .ppu.ou ... at t~oe aro-.e· It .., 111, - ­
nw, th&t tM....::. at tM 19)9 .let elJai»tel the aut.bor1t7 to-

.. 

Regraded Unclassified
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.,. •t.Mlos or a14 \o H ll-l>el u4 
tbr....- \be proooe.~uoa ot proJnt., .rtll U.:":r0:::;1::::"~:· 
Uooo, l'ftOllldoo \be ~ CID or 'RJ'lOU &et1Y1tiu u4 l t ie -
tllarefore uUeJ.pet.-4 \bat appllcat1ooo •1U bo ucla t or eaoh craota 
to be upttded •ltlaooot \liNe ra\rioU ooo, 

" la uUclpeU OD ot lllldl a;r,>UcatJ.ooo tor oaoh lftD\a Hille 
raaeiftcl, 1\ 1o .... _ ttl&llT r.cj,..otecl that tills ottl .. be IWIYioecl 
u to ·-~ a ppropriated to tba York Proj aeb !Aal •lotfttioo 
udal' tiM -.-c:J' lial1ot .l,p"".I'J'I.oU OD Act or 19)9 are U'allal>lo 
tor tiM purpo~~a ot Ml<1a& ouda puta,• 

l t ._... \loet 1a -•t iac u.. EMrcanC7 a.uar Appro.,..tot1oa 

lot ot 19)'10 5) Stat , 927, tlla Cooocn•• clalll>orato17110:111'1o4 the 

lanp.oco ru}IOOU"' &1cl to Mll-Ml p oDd _.-.u,.. auoelotio!lO 

!r011 tllllt llaecl 1a \loa .... ,.,..,7 lloUor Ap~roprilltion Act or l9JS, 

52 Stat, 809, &o .. , t ortll 1a Jo&r lottor. l o tho 19)! act oucb 

&lei ._. ao&tllorlMcl 1A a oJ>Miflc 1t., wlthollt UeJ.tin& lonpp, 

-~ MPI'ft\a allll clioUact rr.. tllo ollthor1raUoo tor .,..o,..,._ 

U. ot pnJ..W, U.U U.Yia& 1t to aclalnlotnotiYO dotutia>t10D 

- - ..... &1cl Maal.4 " &1 .... b7 •• ,. cract.o, tho ....., . .... u .. 
of pnjMta -~ to aU ..a. u-13t10DJI , or ot.ll6r>1oo. ID 

\loa 19)9 aat, -· t111a ao clluCocl b7 oeJ.ttl.a& tho ollthorba­

t1oe to &1cl oall-Ml# oDd - peratin u ooc.l.oUono •• ln • opacial 

ollll oapero\o eJ.aaoitioa\100 aDd pN>Yi diJl& tor ouch aid on11 ulldar 

U.. ••tllorioatbe 1a ... t 101l 1 (b) ()) tor •thO prootolltiOD of tho 

t oU.O.iq t;;noe ot poobllc proj .. ta.• Stacci1C& alotl• o tba ltft&1I&&O 

Regraded Unclassified
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.... 1a \M 19)9 an ..u a- claar~ to lia lt &ld to ....... 

111Mlo.U_. w \M pwo eoUoc ot polbllo pf'Ojeoto tor U..lr ,,._ 

oletuooe. J~Ma, 1a ~Uoe, t bero 1o ...,,ldlr'M tbo dot1.o1te ohup 

ot lo..,..... h-011 that ""Plo7-d the prior 7 .. r, to •bleb attoct ... t 

lie 11.,.., the OCIO'c 1•ol• 1a iaoaoepal>la U..t ll&ch wu the l oeialoU.,. 

illteat. 1\ 1a ....Sontood tlu.t wi>Ua u.der the 19)8 act lt .... bald 

U.:.t ~ pout. .. ..U u project. to ald aalt-Mlp &ad -the 

aiOOd&t~ UN &llu.ons..i, l t OU the .-ral adaill1otratl .. pollq 

AOt to ...u INdo pout. (.,....pt 111 ...... &ad -pu~ cuaa) , tNt 

to t'aniall a14 'b7 projoota ....,.. •• tor pro•l4111c fac.Wt1u, otc, , 

aa4 t«t t .....U.IIIUac &ad i>'7l.Dc rellat per,_ol to parfora oupo>TlOOrJ 

and otber YOrit tor onocll .. ooc!&Uooa. 'l'bo o!t oct of tbo ciuJ~co b7 

the Cooc:re•• 1a u.a lo.Dpaco ot the 19)9 act troo tll&t ot tho 1938 

act .... to ... pt &ad- a..a rutrlcUooo a .. ttor ot lollaloU .. 

nq~t U.'-4 ot ad•ln!atJ'aUn pollC7• In ""1 oYeat thU 90IWI 

&PfO&I' to 1M \M tail' 1Jt;>Wi. ot the ozprooo cllaAI• or laopr•• on<! 

u _. ot'f'en 1M -Uend too natrlctin, tho a ttar •<Nld bo fer 

o.lo.ritia\iaa "" tiM c:..creu. 
u to 

1117 
_..u- \loat u. proMdiii'O of aldal a &7Ut to all 

u-iaU•• teptiMr ol~ tiM nl&tecl c11ot1oa ot dot.ono1Ailll tho 

.....uuou -'• lllll1M \loa crut allOilld bo ado aa4 •bother ,..,.. 

CIOI!d.1Uou are -'• oto., ~t ot l toolt bo - •Uorod aa tho 

• 1 th1a tho - nillc of tbo aald •pr••••U•• .t a •9QbU. proJect • 
• bo po.IAtod Ollt till t • • 

-'1• 1 ('b) (') of tiM 19)9 ad, h M7 

Regraded Unclassified
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....... l(a)( .. ) ef Ule , I I 
l•t (M. .... • ... • ,..: 0: lellet) .,....,..."_ ""' "' . ~·· ....... ' ~a~~ ,...,..., .....,..:.::-" .,,...,.taw -.. ... 

U. ~rea_, _. -.m l-. "' et .., .._ la 
theal ,.. -...~ .. """'"'""'· ,.. .... • • • - .._ 80, l HO, tl ,4",000,000 • • 

... ..:m~,=-=··'="'<· ... , ~"" .. " ···"·· ..... u ~ ~ ..... , . ., .. !!!'"'" .... ,, ·N·· ....... N=) ... -
·- N'ft', ,..l?tt " .. +p!tte1 ef ... hMt-
fet, PO,'•I • ey \t elf:Ml e M4 9 --=;· 
'in "!ft'..!!- tu u.. l rsm,~,_., ... 111---·--~II i f I "l\Uiiiier.-_,uet. ) . .. 

......... ll -..-~'·"'· .. , ., 
.., - la IIIIo ln&IU7 •' ou.onloo ~.,..s­
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DATI Wonllhu 30, 1939, 

to Seorot&J7 llorpnU.. 

, •• ~ 11r . Ooobran 
'-I 

Thio .. rniuc 1 broucht llr. Steart to c!ato with roopoct to the negoUationo 
ritb tho Br1Uoh authorltloo 'lblch hoYe tolton p~o cluriuc hio abunce. 
llr. ~t1ol4 hoo aloo intoraod hia 111 roprd t o tho concern of tho Seour1Uoo 
llld E..:l>anp 0..-ioolon with r oopoct to poulblo }Nbl1o1t7, I ohowed llr, Ste-.rt 
the Seour1Uoo Uld I~ Cnaaioo1on ...-Uoloo 111 thio aorniuc'• 11t.ll Stroot 
Jour111l and llow York Herald Trlblmo. llr, Stoart will bo hero t01110rr .. acrnluc 
at l0t30 an llr, Pinaent 1o upeohd to briac W.uro, llbichoo ud OUfcrd to 

••• \he Seoroi&J'7, .l..ftor opealtiuc with the Socrot...-7 thio onninl; at 4tll5, I 
tolepho111d llr, Pinaont and t old hia that 1t ho had 1101 alread7 ado an appo1nt.­
unt with llr, J'ranlt t o roceln th .. o ...,, Yioltcro tOGOrrow, wo ~t ho ohollld 
toke \he 1111UaUn, 1 told h1a tbat •• had not tolophoAOd llr. J'rult. Eo pluned 
to do so "-dialll7. 

11hoo talltiuc with llr, lnolte at 12100 110011 toda7, I laar..ed tb&t hio bank bad, 
followiDC Ooborno•o Yiolt 1n lin York day botoro ;vootorda7, oont a cal>leuaa to 
the Bol1lt of IJICland 1ndioat1DC the oort of a tol_.phic 111struct1on 11h1ch \bat 
b&nk should aMrooo to tho Jodoral :S.ooOM'o Bol1lt of !lew York, wi t b the rlew to 
se tting up the epeolal account for purohatet ot -.r Mtlr te..la which baa been 
under dioouoolon for ooae tlae, llr, lnolte undorotood our 1nterut 111 hoY1nC 
thh ~~&tter expedited, and tol d me thet he bad been dol DC onrytblnc poulblo in 
that dJreoUon. Bo added t het 11r, Leror-Beaullou, Jlnanclol Count~ lor ot the 
French Etobaoo;v had 1ntoraed hia \hat the J'ro11ch official who 11 t o wcrlc witb 
Ma 1n aett tnc' 'QP the J'rench account with the hcleral ReaerTe »a.ck of »•• York 
Ia saiUJIC o11 tho :S..z Deo•bor 3, oo tblro will be a dola7 or et laaat 1110ther 
... k rroa thot date b.tou the J'ronoh arrmc-11to are completed. Xnoke oald 
tl:at tho otflolalo 1D the J'rel1ch llinhtr7 nt n ....... with whoa Lero;r-J>eeullou 
1:&4 tallto4 b7 tolopho110 on thh •U•r had aeovd h1a \bat all plena wore now 
apPrond 1.11 J'ranoo, and 01117 the 4otallo r e-1nod to be 110rkod out o11 this olda. 

I ohon14 r eoor4 thot •t 9100 o'clock t his -.rnlnl;. I ulephonod llr, St.ooo 
In tho Ottioo ot looretar7 l!l>ll md 1ntol'llo4 1>1• or tbo conference 11h1cb took 

Ploce ;veoterda;r atternoo11 between secrot...-7 llorc011tbau ~db;; Br1!1!_:!:;t:•· 
llr, Sto11e thanlto4 ,.. tor lteop1nc tho State DopartiDint 1-or• • ., 
or thair ....,. cooporat1o11. 
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DATa 

Mr. Ooollr• CONFIDENTIAL 
'l'ho forotp .,...h•ep IIU'bt wu Qll b oplh ot tbe 4h-.r11tac ....,. troe 

obroad. Ie lew Torll:, tbe copciac q110tattoa ,... }.89-1/2. !be 11- roporW 
-1¥ thio eoraiac tbet tbq be4 aot roootn4 ...., or4oro fro• al>roa4 to o.U 
1tor11A&; bovo,.n, tbo:r 414 baft ••• osal1 purohalo or4oro, !be lo4oral ...,,..,.. 
!l!llk of Jew Torll: repor\&4 that 1t be4 iutNCUou to ooll 1.100,000 for tbo -
coont o! tbo C.\ral llull: of Ionro;r, ot thio _,.t, lo5Q,OCIO roprooonW • 
ortor recoha4 :rooter4q 'vhioh 1t wao uaal>le to ouCOlto u til. oa1>1o woo llOt la 
prq>tr fo.-. !be or4Pr t o ooll the roealalDC 1.50,000 voo rocoho4 u.to eoratac. 
j)out al4-eora1q, otorllA& roacho4 til. low of tbe 4o;r at }.17-Jf\. Attor r~ 
conrtac to J ,!S-J/,. Ia tho oarl7 ottoraoon, tho pCOlll4 ouo4 to clooo ot J,!!-lfll. 

Saloo of epot otorllllljl b7 tbo tour roportlJI& 11ul<a an4 tllo lo4oral .boom 
!aolt of .,.., Torll: tolall4 W 8,000, tro• tbe follewl.ac •-cool 

B7 co...ro1al oeaceru ••• ••••••••• • •• ••. ••••.•.•• ••••••• &. "'''-''oo 
B7 torel~ b~ (larope &D4 ~ar Seat} •••• ••• ••••••• •••• &. 
By lotl.oral R.ool"''o llull: of lift York (for llorvq),. .. .. . 

rotal •••• 

Purobaooo of opot a tor1lA& .....,.,., to 1.}5),000, II lo41cato4 11o1oVI 

'l!h forwaH. otorlla& earbt COiltlllll04 to lepro,.o. O..o ..,.n '"~~:::..,., 
quote4 ot 2·1/11# per p"""" 41ocow>t -' throe eoDtbe at 5--3/~ por po ket • 
It vu ropor\&4 \bat 1'U7 11 Ulo ba.olDoll vao 4oDo lD tbo forward ur • 

CottoD 111111 tolalla& 1.20},000 voro oo14 to tllo llrltloh Control ot t.bo 
of!lellll rate of ,., 02 117 tho followlac roportlJI& 1lul<a l 

I. lOS 000 ":r tho o...r&Dt7 !'ro.lt Co. 
I. 87 • 000 117 \be Bull: o! tho )loolhatt&D 
I. s:ooo 11:r tho 'faUoDal Olt7 J&Dk 
I. 203 ,000 t.tal 

'l'ho otber llport&Dt 
oarroaDI•• 010114 11 follovol 

J'rouh fr ...... 
Qa114oro 
M oo fr&Doo 
h~ 
Caeo411A 4oll&Jtl 

.0220 

.5309 

.22113 

.1651 
lJ-J/t/{t 4!ooout 
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fo\el 
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!)noi.Dc U.. perlo4 h-.aa.,..n 30 a4 llo..-er JO, U.. -t.4 pl4 of the 

- of ~0 ........ 64 $100, 000, 000. 

'lllo J.ural :laoern - npor\e4 \o ... \ho followi.IC llhipMilh of col4: 

$11,995.000 fro8 SWI4.&, tlh1ppe4 ll7 \ho - of sw-. OODOI.po4 \o \ho Cbaao 
:rauo.W. :kllk, for eecoUAt of \ho 8\lh Balli< u.s.s.ll., for aolo \o 

\he V. a. AI- Cfflco at Jw York. 
2,271,000 fro• \ho lo\horl.aa41, llhippo4 b7 tho Jo\horlOIIAa Bull:, couoipo4 \o 

\ho J.Urel :laoerTo BAlik of IIV York, to be olll'10&rko4 for accoUJ>\ of 

\ho Jo~orl*llda Bull:. 
l,l!llo, OOO troa ld.ia, ohl.ppecl ll7 the Cbuo llatioDal Bull:, BoDbq, cono11;Do4 \o 

U.. Cbaao Jatlo~ BAlik, San Jruchco, for aolo to the U, s. llln\ at 

s.. J'....,.,lloo. 
500,000 fro• lnU... tlh1ppe4 h7 the Cbuo JaUonoJ. Bull:, Bolll>q, oouo11;Do4 \o 

U.. Cbaao Jatlo~ BAlik, Jw York, for acco=t of ih LoD4on offico 
for oalo to tho v. s. AI- Offico a \ l w York. . 

210,000 troa 11141a, llhipped. b7 \ho JaUoDal Balli< of lll41&, c<>no1,... to \he 
Cb.eoo :rauo.-1 -· Sea J r ..otooo, for aolo \o \ho u. s. Mint a\ San 

187,000 fro8 Boac (.on&, tlh1p;po4 h7 tho Cbuo JatioDal -· loll& f.oll&, oonoJ411el 
to the CliAaa :latinnal Bull:, Sam -loco, for aolo to \he U. s. Jlln\ 

J'ra.Dclaoo. 

:r.==-== a t a- J'~claoo. 
i9,61o,ooo total 

'D>o v. s, oqv.1Tallll\ of LcndoJ> opo\ &1>4 forwar4 oUnr vao 
1
11.191 o:n4 110,9SI, 

rupoct1nl
7
• 11a114 &J>4 :raz.-• 0 prico for forolp oUnr _. I&DCI>aD6°l at Y+-3/lif• 

!be b'a&lllr7'• prico ,... &lao vrcl>MP4 a\ 351• 
f 

50 
000 uncoo UJ>4or \bo SUTor 

In J w York vo ...,. oJ>O puchaa• of oUnr or ' o • chao 4 
l'urch&oo Act. Buo "*•• • \6\el. of 5,226,000 o\UICII of ouch oilTU pur o 

a.tlnc \ho 1101>\h of Jey.-or. 

coNFIDENTIAL 
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Vo aloo JUoiiMe4 315,000 - ot oll,..r froa CuMa. :r, u.. ' 

lo ....... c...aa 0014 "' 11.0 1,200, 000 -·· ot ollYI2' -... J' .~~\A of 
_, tt1\lo u.at ....... \27. • ..,.. ..,,.._ acr-

Mr, ....._ latol'IM4 .. ~ Ulat, u of ,eoto"'-7 .. rnloc \loo 'bolaao t 
u.. State l&lllt of luola wi\lo t~ ~. :8aDit wu . 6,900,000. !!.. .&.tore ~0wlth 
Ute Chaoo l&lllt at \loo • - 4a\o $2,000,000, !be o~ u .. ot i10p0rtuco Wioh hu 
.. torod t~ aooov.at ot \ha luolazl State lui< toooatlJ ,... ou oa lo'ftol>er 22 
.no• tho Bothl'Uaw :lull: or4ote4 tho trautor troo tho lothorla114o ot til s0o 000 
l•t• the State :l&lllt aocOW1t, OU..rwioo, the Ia all4 out POlMDh ~ .... 'bHn lu!C,. 
DltioaDt. Ia co..,.oUoa with Bulla, I -uoaod to bon t~t u.. llwod!oh c.ntrol 
llaolc waa Mldoc a col4 ohlpaat ftoa Iorson, llo.....,, t o low York tor -out ot 
Ute Stow l&lllt ot luola, Xao11:e tol4 ao, 1a tura, t~t tho Chaoo Bul< hod latot­
hlo \hot \lo«r had 'boea nquootod to - aa a4......,o OCOoiut thh pl4, a114 bon 
btllend t~t t~ Challo U4 ,.otorda,J apooo4 t~oto, 

llr. lull» r.-1...,. .. \hat I ho4 roquootod hla oa lo'ft""or 22 to lot •­
of oq tr-Uoao ooat-lotod 'b7 hlo B&llli: which ln..,l'ftd lOllllbc aplaot pl4 
,......,.ked wi\lo hlo luUtv.Uoa, Be told • \hot tho CoD\rol Jut ot for~ aow 
wutod to o'btola a aUUoa dollar MftDCO !rca tho fodorol aplaot tl,lOO,OOO ot 
11'14 to 'bo 4olhoro4 to t~ 'b7 tho I,I ,S, la r.., Tort. lo otoh4 \loot tho 
!llrldoh B&lllt had uplolaod t~t, 1a proout c,lr-t&IICoo, It 4oolro4 to control­
h e lto 'bolaacoo ohrcad with tho Jodorol Reoorwo lui< ot lw Torll:. llr, -no 
••oldac t~ IIPPI'O'f&l ot tho Dlnctoro ot tho Jodorol llooor'ft Jul< ot low York, 
on4 of tho Board ot Oo'ftriiOro ot \loo Jodoral llooono S:rotoa, to \lob troaoaoUon. 
1 thaolcod h!a tor \hlo latoraoUon &114 oon'ft;rod U to llr. Joruhia thlo afternoon. 
At tho tiro\ coo.Yuioat 4ato, I aball •aUon to tho Socrotar;v tho .-... ral pollc:r 
or tho Jodoral ioool"ft lui< ot low York CJ'&D.UIIC lo&D.o ap!ut cold oaraarkod 
with n. 

CON FIDE N TIAL 
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G !IC UP Lll> Z'l'Il\0 llovember 30, 1939• 

9 130 a.m. 
Presen t : Mr. Thompson 

Bell 
Poley 
Duffield 
R1efler 
Haas 
Stewart 
Oaeton 
Oraves 
Cotton 
Cochran 
\\bite 
l!&rrie 
Hanes 
!Uotz 

~tewo.r t : 

llr. 
Mr. 
16%' . 
lo!r. 
Mr. 
Mr. 
Mr. 
lo!r. 
r.tr . 
Mr . 
l.!r . 
!Lr . 
Ur. 
t.lrs 

I want ed you (Ster.art ) he re particularly, because 
JOU would talk to the people and t h e SEC hes sort 
o f s h i fted their position on ~~i3 special public1t1 
I saw the t cl~pping which will explain it. The • 
Br1 tleh we re nere yesterday and botore they do 
anything, t hey had better t alk aga i n t o the SiC 
because I gave t h em my wor d on no publi ci ty and ' I 
hAd to Yli thdrew tha t n ow, bu t I did.n ' t reel thet 
I shoul d necessarily keep it on account of shi f tin& 
position ove r a t the SEC, 30 I think you and 1.\erl o 
and Gene had better ge t into this t hing . 

Right . 

Because I can keep rtf$ word and have kep t i t with 
them and I don 1 t want them to - see? And the first 
time you get a break today , I want to t a lk Y:ith you 
people and Whi t e on t his la test t hing on Finland. 
I just wan t to s ee ~ether we can look any further 
ahead on it. You can help o e handle t hi s othe r 
thing and they a re col:lin& doTon and , persona111 -
I may be wrong two or three oon ths t ror> now, but 
I think - they published thos e t hings last week. 
It they had published all theoe thinS&, Frcnk 
wou l dnl t have had the timO to russ . Now he 1s 
going to rus s nnd tusa and run Md t hey just .ussed 
the bout . I may be wro~ in t wo or thr oe months , 
but certainl Y .:e have hl\c\ ove rythin& signed , • ealed 
and del i vered and now by waiting i t gi ves the SEC 
a chance to shi f t their poo1t1on. I am oorry but 
they are going to be here tomorr ow, are." 

1 
t they? 
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Cochr an: 

H, Jl,Jr: 

Cocbraru 

H. M. Jrt 

Cochran: 

Folsr: 

DutN.eld: 

H, !l,Jr: 

Thompson 1 

Duf!ield: 

II ,H, Jr: 

Harri e s 

- 2 - 285 

Yea, and they would llke 
go over there , ir possibl!o •;: you berore they 
late 1n the morn1ng or eari 1ney could aee you 

'I the ar ternoon. 

Could you have them down in 
the Englishmen available an~oxr IYom at 10:30, 
eomet1me between 10130 ~d 11100~ 1 aee them 

I think I can ge t th8ll here t 
aa1d late 1n the rorenoon, a thet time , They 
down on an ear 1y plane, I think the'/ are coming 

Let them be here be t ween 10130 and 11: 00, 

In JJq room, there! 

Yea, with Walter Stewart , 

.Ul right , llr, Foley, 

I he ve nothing. 

Bow did the Baa11 Harris meeting go yeatorday on 
TiJuana? 

Ae I said , I haven't seen it in the proaa, 

'lbere wae a 11 ttle box 1n the New York 1'1moa. It 
was all right, every bit or it. Who aaw itt 

It was 1n the Star. 

I did , and as I told Mr. Barr i e , meeting tbero 1n 
., room ee_,d to be very rrlendly but I didn't 
know whether that would ba rerleoted when that 
came out or not. 'n:le pioturea 'Ohicb be bed em the 
billboards wore a good idea. '!be bo:rs laughed 
a t advertisements or Hudson'• Bay blankets being 
aold 1n '1'1Jua.na. 

A:m I correct, that 48 out or 50 people who go 
down there spend leu than 51 eenta a peraont 

They revised that figure yeeterday and Iliad& 1t 
49 out or so. 
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B.!J. Jr: 

Harr i s : 

;r . •I. . Jr: 

Duffio l d t 

Harr is : 

?olGy: 

Gas tO!'\ : 

3ar~is : 

H. r.! . Jr: 

!!arri3 : 

?.a.rrls: 

R . r~ . Jr : 

Foley : 

li .u. J rt 

Gaston : 

- 3 -

Av erag e 51 cents a lle rson so l t is the one i n 
50 or t wo in 100, right ? ' 

Yes . 

286 

And 1t is largely non-l.lo:<ican goode - 1s that state­
ment correct - that they are aftor t ha t t hey Ylnnt 
to buyt • 

I don 1 t think tha t i s true . 

No , t hat i an 1 t correct . llost of the people ..no 
go 1n there buy the t!exican {!OodS , but •.•• 

If it ia more than f1ve dollars , Ur . Soc,-_ta.ry , l. t 
i s non-!.!exicAJl soods . 

'!he trivial amount of ex.Jendituros indicates it 1s 
Mexican so ods. 

It i s that two in 100 who buy tho perf~a and ~he 
Hudson !lay blankets , and ao on . 

I f i t runs the ?I&'J it h on the front page of the 
Ti mes, I am more than pl eased . (To llr . I>.lffle l d) 
Show th i s to Mr . Harris . It given you fUll credit 
fo r i t . 

'!hank you. 

I have to g o over to the State ~euartment non. 
Would you excuse me? 

Have you got anythinc else? 

No I Just wanted to tell you "" would be put t1ng 
~ugh t oday a ~vocation of t hat T. D. on ~ort 
man i feats . 

Are you all rigbtY 

Yee . 

Herbert? 
the Runs1ana had actua l l >" invaded 

I suppose you heard 
Pin land? 
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Foley a 
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White a 
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<11, yea, 1lha t elaet 

I am planning to go up on the Hill ror a hearing 
on emergency expenditures !or Coaet Ouard, 

It you and Kr, Hanes approve , we were going to 
get out the letter which you and Mr . Icices sent 
to the War Depart.,.,nt on the kick-back law, that 
question or whether the l aw intended ror fUblio 
\'lorka to prevent kick-backs or aalariu by wo:rkers 
to contractors, whether thlt law applied to air­
planes. 

Don't lmow a thing about it. 

Well , those reguletions are joint regulations 
put out by you and the Secre tary or the Interior; 
you, because the Froourement building branch 
was here and Ickes, because Public Works uaed 
to be there, 

But it isn 1 t here any more . 

&t the statute still requires the Secretary of 
the Interior and the Secretary of the Treasury. 

Are you ror or against kiek- backsf 

We are against them. 

'liha t do you call it when you get a k1 ck from the 
tield to make a goalf 

Field goal. 

Touchback. 
'lbere ia also a kick-back, but there is a penalty 

on that. 

Am I ror or against kick- bacl<aT 
but u can't stretch the 

You are ag~1n:~:•mqu1 te r.r enough to include 
law' I don t ' on contracts w1 th the 
airplane manufacturers don ' t think that 1S a 
OoTan:uaent , beioau:~e I meaning or the statute. 
public works , n 
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i':!~~~~:'..,.~nli a clar1Cieation for tho rest of the 
- • t hink Martin has already boon ad-vieod . • •• 

I can't t ake thi i th 9 i a the rush! s up n e 130 meeting . What 

It b Just that one eompany hao boon 1nfortoed 
and other people are try1ng to find out. 

Put tho heat on Ed F'oley, Ho has never mentioned 
it to me or bro~t it to rq attention. He had 
a halt' hour this morning. 

I thouaht I did pretty well i n thot halt hour . 

Consid e r ing what half hour it ns. 

All r i ght? Put the pressure on h1111. 

I gave Ed a pep talk on Colt. l'lo are going to 
make a na tional hero out of Colt , Co l t f irearms, 
and then have him cane down as the first Ame r1 can 
oitizen to wan t the public t o know under what · 
conditions he is selling firearma . F'rom now on , 
eve~ agreement we make with a munitions manu­
facturer, we are going to make 1t public . We 
don 1 t bnve to wait for the war to be over for 
an investigation. Everyone 1a going to made 
public, beginning with the Colt one. r.e will 
make a national hero out o r Proaident Colt and 
let him cane down bere , do it r1S)It bore ..,.ong -
Ed i s completely aol d on i t . 

Don' t you think thet i s a ewell i dea! 

288 

'!he beauty of tha t i'- you can 1 t nke more than ono 
wrong closing agreement , because you can adjust 
the next one after the publi c roaots. 

Exactly. Anything alae , Qene, t ha t Ed is f alling 
down onT 

No . I didn ' t mean to get Ed in dutch on th ia . 
I tho~t you would wan t to clear it. 
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You baven•t . 

I phoned Stone ove r at 
9 : 00 o'cloCk and aaked 
ao he i a coming over. 

the State Dopartaont at 
Butterworth to como over, 
Do you want to aeo b1111t 

When doe a the f i rst clipper ah1p go , ion' t that 
on Monday? 

289 

Tbere is one of the fourth and one on tho seventh. 

It he could g e t booked on tho fourth, please . 

It might amuse you to know t hat Cene re.l TruJillo 
baa asked me to visit the Dominican Republic. 

Do I underst and - I had a minute with llr. Banes 
and I underst and there are about twen ty o! theae 
people on the Bondholders Protecti ve Cocmittee, 
taking our people and theirs. 

I don't know how many people are oollling . 

'l'ha t would be too llWlY• 

How many will there bet 

I don ' t know bow many are coming down , but there 
will be at least eight from here. 

I think 1 t you have them all a t 10100 o'cloCk 
downstaire in the room underneath , i t will be 
better. I can co:e down and aay a ! ew worde 
and then excuse myself, 1 would like the reporter 
present. I told that to Jlr, Hanea. You get tbel:l 
al.l down will you , and let l:le know lllben it is 
read and I will come down. 'lba t 1o a good place 
to m!et, isn' t itt Where d i d you fel lows get 
laat nigbtf 

I thought it went very well. I think we got 
somewhere wi th it. 

very sat1ota otory. 

i a minute or t wot \\'her& are you, 
Would you g ve me 
aa of yesterdaY'• meet1ngt 
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Well, we discussed wha t oort or a debt settlement 
might seem reasonable , The zaJor po1nta 1n which 
we were in aueement , I t hink , were that 1n addi-
tion to tbe negotiations up to the present - they 
have only covered tho direct obligations of the 
federal government of Colombia . In addit ion , there 
are oome guaranteed bonds or the agri cultural mortgage 
banks and we seemed to be in genarel agreement they 
ehould be axelud&d in any settlement tey1ng to clear 
up tho whole situation. That was the first point, 

The second was that there should be sana attempt , 
probably, tc ~t assurances that the federal govern­
mont woul<ln' t obstruct tranatera on the whole debt 
it adJustment of that co..ld later be arrived at. 

Third, that probably a flat i.nterest rate of three 
percont and sooe flexible prov1alon tor increasing 
service, depending upon the volume or exports , 
might be desirable . All those matters were discussed 
and I think generally were agreod on. 

Alloca t1on or exchange, <lid you men t1on that? 

Yea . 

Joe , who all was there? 

Fe1a and Duggan, McConnell , Lincoln, Pranl< and White. 

J erome Fr&nkT 
~t t point came out and that 

'!here was one very ~:- an bi d from the Colo::ob1an 
1a that we <lo not ,et dav~d~ to be very 1=PQrtant 
Government and it was eo d now 
not tc get too spec1t~:t~e~i~~ :: aourn­
W\til we dO have sene i~"~ haVO to go througll t wo 
mont . Otberw1ae, we m .,.. · 
ulling Jobs. 

1 take it he was 7our 
Well Ranoa was 1n hero . to show the bond-
repr~sentat1ve . Ia 1t all r1~t 
holders the Jesse Jones letter 

ted to give as much 
Mr. Banes ' feel~fa"::e:~n=~nd aay that thi s was 
aa wo could in which Mr Jonoe wae thinking of 
the una a a l ong ' 
aa what m1gllt be reaaonabU. 
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I have no objection a s l ong aa 1t 1s understood 
it io only Kr. Jones. 

Well , tho Chances are very strong as far as we 
can dope them out that 1! the Colcmb1ane are 
going to ~a an offer this next weak, 1t will 
not be as good as the Jonas letter. It won't 
be up to that level. It was generally agreed 
at tho end last n1€Pt that we abould ba pretty 
l oose hero and not get into n bard and rast 
platform with tho committee as to >more wa were 
going, and then find that we couldn't go thoro. 

Well •• • • 

tarry Duggan seamad to be fairly emphati c, and 

291 

I think he has got a good point there , that there 
should be no mention of any torma to this meeting , 
boeauoe that will provide them with grounds for 
turning down flatly tho bid which they are going 
to receive , which is very likely to be below this, 
so that without - there should bs no statament or 
tho exact amounts but merely a diacuesion of 
principles and I think we wore all agreed on that . 

That is true . On the other hanrt , we want to be 
as helpful as we ean. l•r. Traphagen baa been 
asked down here and we will just ho. vo to see how 
it goes. 

!low, the othar thing, was it you that told me that 
there seams to be two man that want to ~present 
Colombia already, tho Ambassador and Jaramillo? 

Well, they have gotten together, Sineo we t alked 
to you, tho7 have received scao instructions fro"' 
tho oua tomalan Government. Prosumably thay are 
now authorized to make an offer. 

You mean Colombian oovernmentt 

Yea. 
Maybe they are holding baok because they didn' t 
really know who di d represent them. 

Regraded Unclassified



eotton1· 

H. li.Jr l 

.Cotton I 

H. M. Jrl 

Vlhi te: 

H. li . Jrl 

Co tton: 

H. li. Jr• 

iihite 1 

Cott on• 

H. :II. Jrl 

Cot t on : 

V.hlte: 

Co t ton• 

H.M.Jrt 

- 9 -

Wall , I got t bat •--re 
they are together~.ealon, frankly, I t hink 

Who fraa here from Commerce? 

lie Connell. 

You had a good mooting , d i dn ' t you? 

I think ao . 

Did you keep minutest 

I have some notes. 

Would you write it up? Keep mlnutea on any or 
these meetings , will you pleaaef 

Anyth~ else, Joe? 

Both Itt>, Feia and llr. Duggan wer e very cooperative . 

Really! 

It was a very good meeting. 

/.92 

Also, 11r·. Ranes said he hopod I wouldn 1 t tell this 
group in front of everybody that I hoped they would 
reorganize themselves. 

No, I think llr. Hanea •••• 

llcConnell feele very strongly thet nothing will be 
done t hrough that group. He dldn ' t aay so there , 
but be said so afterward•· Be thinks 1t 1s a 
waste or tillle . 

I think he 1s wrong. It 11 either thet or some­
body alae &nd you will nover get another eroup. 

I don't agree thet it is a was ta of time , but i t 
the group 'Which baa - this group bas the s tamp of 
approval of the SEC and the State Dapa.rtment . 
they have gone over t heir minutes and approved 
them and certainly we ought to give them every 
effort to see whether we oan ' t work with them. 

Regraded Unclassified



White& 

H. li.Jrl 

Whitu 

H.Jo! . Jrs 

Rlener: 

Haas: 

H.J~ .Jr z 

Haas a 

H.M. Jra 

Haas: 

H. ld.Jr: 

£aas1 

Dul'f1eldl 

H. l! .Jra 

Haas a 

H. M.Jra 

- 10 -

Def1n1t&l7. 

After all , 1t m7bod7 eaid, "Could you work with 
the Stool< Exchange in the daya of llr. Wh1tney1" 
"JOU would ••7, "No. " But that baa been changed. 
I mean , I wouldn't be discouraged trom What you 
tel lows ea7. We are oloaer toget her with tbll 
A4mlnia tra.tion as of this morning than we heve 
aver been before. 

I think ao . 

Aren't you encouraged, Win, 1n one dayt 

Ver-, much . 

An.,th1ng else on thett I t sounds good to 1110. 

Oeorget 

I have nothing this oorn1ng. 

George, in the fut ure I dropped !leu off that 
list. I will tell you sanat1me. Qet oomebody 
alae. Ge t your fri end from the Leland Corporation, 
if -,ou want someone. 

Alexander, you meant 

No. 

Sa chat 

Yee. 

Alexander Sacha· 

You are going to get a lot or newspaper publicity. 
if "JOU get bimo 

Wall, I just - there are plenty o f other people. 

I will make auggeetiona. 

All rigt>t. 

Harryt 
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You lmow • we jua t 'provi ded )'OU. aoothor war tor 

It • • qui to d~t1e in the morning announce­
mendti . :!!>•Y carey thi s claea1cal IIIWli c on the 
ra 0 u ·an 6 130 to 7130. 

6 1001 

6 130 to 7 130. 

You wore listening to claaeieal muaict 

'lba t 1s tho only t ime of da:r I can to.ko it. 
'!he)' ouddonly interrupted that opera to announce 
that Russia had invaded P1nland. It was qui to 
drama tic. Then the music wont rigllt on. 

RaroldT 

Nothing. 

Dan? 

Here is a memo randum for you. 

Take subscriptions on thie two percent bond at 
over aix billion and between 20 and 25 mi llion 
individuals. How many indivi duals •ould you say 
that 1a 1 Would they all take the !1 ve thousand' 

llo , I don ' t th1nlc eo. I think there are a lot 
ot individuals in that, and f ive thousand wrold 
be the m1n1mnm, Pi ve thousand i ndividUals would 
be tho m1.n1Jmmt, 

Anything e lse? 

llo , that i e all. We will -.ke a.llotment on that 
llonda y , because - there ie a holi d&)'. I gave 
thelll that extra day to police. 

?94 

I e i t my underetanding that )'OU expect tor Frida)' 
morning a wri tten report on the propoaala which 
were sent to us on tho inter- American bank or 
1a th1e to be a general diecueaionT l~e are meeting 
t od&)' o 
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You men are to go over to Ur , Serle's off ice 
an~ have a general discussion. You go un­
instructed. I can't see you before then except 
maybe for two or three minutes . 

Well , 1. think we ~e1'1nitely will not take any 
poeltion on it , merely discuui n g some of the 
t echnical matters. 

I told them the chances are that •ben you c8.!::le 
over i t would be imposaible for you to take 
any poaition, that I wouldn ' t havo a chance to 
go over ll1ore wi th you. It Wr, Stewart has t ime , 
I would l1ke to have him know about Ibis, as well 
as :U.ener. Has he had a ehanee to see t!:is? 

I have gone over this. 

We sent him material yo•torda;r and sen t the ~oard 
material. The y are looking ovor the material 
before the meeting and wo nre having a meeting 
to<lay . 

Congres sman Somme r s of New York 18 nskilll' that 
we find a position for a otenographer . 

'!hll t is the f irst thine; Ito hns naked. llo has 
been terribl y good . 

I will find a place for hor . 

We are now tak ins care of Cont:rea lll"'&n Ford and 
we will take care of him. 

I bad the youne lady here and she ruode a very 
f avorable impression, a very good shorlng. 

Well , we owe him a lot . 

'!hat is what I tbOUj',ht . 

It is tl1e first thing he has asked . 

Thn t is all . 

Al l right , t hank you. 
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