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Letter o~ reaignation - 9/lS/39•·••••••••••• •• ••• • 

&) HWJr ~t•• ••••••• •••• • •• •• •• •••••• 
Cochron, H. l.ler1et 

To IUOCeed Lochhead- 9/15/39• ••••• •• ••• •• ••• ••• • • 

- c-
Ob1na 

Un1nraal Trading Corporation• Foley reawtllf or Rudolt 
Hecht case - 9/13/39•• •• • •• • • •••• • • • •• • •• • • •••••••• 

Well.1Dgton Jtoo ....,randum eoncem1n~ tiMnoial 
probleae- 9/13/39•• •••• • ·••••••••••••••••• • • • • • ••• 

Cochran H. 1/ule 
See lppointaants 8Dd Reaignationa 

- 1'-

rana Plante &n4 F&n~~ Homes 

Book Pqe 

21.1 187 
189 

198 

43 

72 

'l'reUW7 propoaed repl;r, u plenned tor FIJI, to 
Bankbe..,'a pllll tor reodjuat1Dg principal, utur1t;r 
d&te, aDd interest rates or exietina d&bt.s secured 
b;r mortgagee on !arm plants ond 1'61'111 homes - 9/14/39 1 n 

a} Bankhead letter to FDR.. . .. ............ . .. . . ... 174 

-H-

Hacbt , Rudolt 
See Chinat unt .... raal Trading Corporation 

-L-

Lat1D A.Mrlea 
See 1'ar Cond1t10DII 

Lochhead, ~· 
See .lppointzMnta and Re~t.iona 

- P -

~ CoD.terence 
See 1'ar ConditioMt Lat1D Atlerica 

Parahin&, John J , - General 
Congrat ulatory b1rthdq MINgO - 9/l:J/'J9"" ""'"" 
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RooM'ftlt (Frmklln D. ) IJ.brarJ, IDoorporatech 

IDIJr eddl'eiHI Feder.J. lrori:.o .l.pney concemin& 
ooNOtruct1on and 1'01.aabul'e-t tor - 9/lJ/'39 •••••• 

-8-

S1om 
l'HUUJT authorizes Feder.J. Reserve Bank ot New York 

to eon to Royal 'lba1 Tr6U\ll'y G9 llillion gold 
bullion at $35 per tine ounce ***** •••• , •• , ..... , 

a) '1'hanka extended by !lin1eter ot Tha1l.end -
9/lS/)9 •••••••• •••••••••••••••••.••••.•••••• • 

- u-

-·-
War C<>ndi t1ono 

Aflr1culturet See War CoDCI1 t1oNO - Friceo 
Banker•' C<>mittee• 

Karr1oon tells Treaaury group ot eurvey • be! ore 
llunich cr1o1o • o! oi tu&tion 1n New York banks 1n 
1914 and 19381 Ill agreed bankinl! coa.ittee wao 
.. o.,t1.J.t excerpt trom meeting 1n IIIIJr • e otnce 
4/l3/)9 ••••••••••••• ••• ••••••••••••••••••••••••• 

Frank --on luncheon Meting with IDIJr, 
Ranee, and Harriaon - 9/12/39• ••••• • •• • •••• • ··•· 

Canedat 
foley op1D1orl ao to wbethor cont1n111nce ot .,tb17 

arratlp:IOilto tor pi11"CClaM o! lUTer ooiUititutee 
unn4Utral ~ ..... 9/lJ/)9 ••••••••• •• ••• •• ••••• 

l'lxcllep control will be ettect1TI 9/16/39• 
Cochran meaD~ - 9/15/)9 •••••••••• •• •••• •••• 

a) Propoaed preaa release fl"CC Caned& ••••••••• 
Rel\llllll ot preaent t1Dinc1u o1tuat1on• llbite 

..-orandwa - 9/lS/39• ••••••• • •••• •• •• • •• • ••••• •• 
CNdite to s.lligOI'IIDte (Section 3 ot Neutr.Uty Act) 1 

See War C<>Dd1 t1ono - Neutr.Uty Act 
lb:cbang• R&tell 

Peroentace change, 8/~/lJ/39• •• •••• • •••• ••••• • •• 
Finland I 

Loan q;ain d1ecuooed by Froaope and IDIJr - 9/lS/39 
Franc•• 

bnhanp control pro~~· r~ by .&Mrican 
~. Pari• - 9/141)9 •••••••••• • •• •••• •• • •• • • • 

0cllll'Oi .. 
.a.ea-icen I!IMI&aoy, Berlin, r.porte on 1.Niutt1c1ooey 

ot new war tazea - 9/141)9 ••• ~ ••• ••••••••• ••••••• 
• 

Book Pap 

211 41 
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~· 

106 

293 . 
89 
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114 

99 
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l'ar Coaditiona - (Cont.inued) 
ar-t Britain• Totalitarian _.. tor proeecution ot 

wv reporteci on b)' Butt.rworth - 9/13/39••••• •••••• 2ll 
Price pol1C)" e-ms I~ -rand.ua - 9/14/39 
Sterling rate dropped• Lochbead-Klloka-Bank ot 

England oonvereationo concernins- 9/14/39 •••••• • 
a) Cbancallor l!.xchequer• a -••age to IWJr -

9/14/39 •••• ••••••••••••• •• ••• ••••••••.••• • •• 
1) Tre1U11JJ71 a repl7 thereto diO<:Ueaocl at 

conference- 9/lS/39••• ••• • ••••••• • •••• 
b~ IOIJr d111<:11asea llith Butterworth - 9/14139 •• • 
o IOIJr • • Knoke - 9/14/)9 .. ... . , •• 
d IOIJr • • Harri80n - 9/14/39 .... . . 
a Conference bet'trMn 'freuur7 and Focleral 

Reserve concerning publicity rel- on 
Yelue ot pound. at.erl1ng - 9/15/39 ... . ..... . . 

1) Conclua1on ot Foclerel Jleaarye Board 
reporteci b)' a..n-

.taerican Securities, llobl.liution ot1 
Lotbian re·port.s on plana - 9/14/39 •. •.. • , • •• ,, •. , 

Barrie, S..Us 
Folq MIIOrandw:l on queotion ot wbetber ec-iasioner 

ot Cuatoaa m~q bold stock 1n corporation owning 

certain Teasels - 9/13/39· ··•••••• • •••••••• • •••••• 
It.el:rs 

Export.-lllqx>rt Bank It.el1an Croclitll 
Cotton memorandum- 9/14/39• • ••• • • • •• ••• •• • ••• •• •• 

Latin America• 
Panua conference diO<:Uaaocl b)' IOIJr, Hanes, Bailie, 

Foley, llhite, Cochran, Cotton, 1\'allea, and Feio -
?/lJ/39 •••••••• •••••••• •• •••••••••••• •• •• ••• •••••• 

W.Utrel1 t:r Act 
Credl.to to Belligerent& (Section 3 ot Nautralit.T Act): 

At ton>eT General aakocl tor opl.Dion concern1ng 
foreign govenmmta 1n datault o! their obligations -
9/lJ/39 •••••••• •••• ••••••••••••••••••••••••• ••••• •• 

~tiona and rag\l].at1ona oent. to preaident.a ot 
federal Reaerve Banta - 9/lJ/39 •••• •• •••••••••• • •• •• • 

SS Ha!IIAMDD• See l'er CoDditiona - Ship lloY mta 
I'IIDapbatas See l'ar .Cond1t1ona-Ship~ 
Pr1c .. , 

Lubin d111<:11aaea alwy rise wl.tb IOIJrJ perticularl:r 
-.nt1ooa wool- 9/lS/39•••• •• • ••••• ••••• • •••• • ••••• •• 

Poaaible redl1ctiona 1n Padaral apandil.v .. due to 
rioe 1n 81ric11ltural priceos Haao -randua -
9/lS/39•• •• • ••• •••• • ••• ••••• •• •• • •••• • •••• •• •• • • •• •• • 

Ship IIOY_,te, 
American ste-r lWUUCII carr:rinl: pboepbate, preauaabl.:r 

dett.ined tor 0.J:'IW>;1, atopped b:r Br1t1ah ao-rern.nt 
out ot Mob1.le - 9/l.S/'J9,. • • • • • • • • • • • • • • • • • • • • • • • • • • • • 

SS li<IIIWIDD• Trea.eu17 reo ""ttioa· w1 tb regard to 
proceeding to Canadian port llllder !oreip. CO'fm7T -
diacuaeed b:r !III.Jr and 1'reaaur)' IP""'lP - 9/15/39 ..... • • • 
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War Cond.I.Uona - (ContiDued) 
Shipe, 11111t.d St&teal 

-.- (Cont.l.nued) 

1'1Dano1al at&tus of llariU... C01811ao1.on1 • bu.1.l.d1nj: prosr-a- 9/141)9 ••• •••••••••••••• ••••• • •• •••••• 
a) llel.l clhcussea at 9a30 -tins - 9/11./39 ••• 

sunr .. See War Concl1t1ona - Canacla 
Strategic War llater1aloa Bell _,.,randwo on plana to 

t1nanoe purchase ot- 9/lJ/39• •• ••••••••••• • •• •• •• 
a) I!IIJr t&llo Bell Fll\ cloea not wiah to uk this 

Congre11 for an;y more ""'""11 ll\lggoota plan 
which Boll ia to clear nth Bwlget and J.ttome,. 
General - 9/14139 • •• • •••••• •••• • ••• •• • •• •• ••• •• 

DeficieROT mq be c~t.ecl if neceaiU'T - ao HIIJr 
ttlll Collina - 9/13/)9 • • ••••• •• • •• ••• ••• •••••• •• • 

Priority us1.gnecl to purchases - 9/11./39 ••• • ••• ••••• 
~~ana- a1tust1on ci18C\llsecl at 9a30 ... ting -

9/141)9 ••••• ••••• •••••••••••••••••••••••••••••••• • 
Sugar Quotu, Suspension of1 

Bell aeaor~- 9/14139••••••• •••••••• •••••••••• •• Haaa ...0~ •• • ••••• •••• • ••••• • ••••••••••••••••• 
PDR •e statement •••••••••••• • •••••• • • • •••• •••••• • •• • • 
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6opt.ee~r lJ , 1939 

_ ................ lftll 

... \Ia l ot .a.o Jo'a' ...-1»\1.• ot c..,..., .,n.,.. 

llq lo 1917, prrd ...... , ·-•• '"-l'-' ..a ~ 
1 .... a pnaleM.S. _... .. .a.orur ot -u· 1 tb-.t 1\ 

IMll ... alallflll ftl&' .., ............ ~- --- .. 

n.-. ,.UtualiiiiWin.s.u .__t, • ~ aoUDa ftiiL' • 

• wt at tile ••=ua•w ot ... naWO. .. ,..._.,. 

l'l'nl-\lao ot ..,._... ,, ..,..._ 1, a4 lop---.10, 1939, 

1....- _... tile aatllori• at -ua 1 ot _. ,.,, ...,. appll<:d1o 

tbo pn<rllllAino ot -\I.e ) ot "*' ,., \0 tbo to\.l!kloa n..- f.a 

...... ,.aaJ=·.ua .. 

-•en'•• .-..ll-. te W"e saw, altll ....... • a.p......, u, 

ltlfo o.,t• ot..,. ~ua _. ••*•'.,.. '""*.., 1ft 

.au ...... , ....... ,...w.u. .. "-1Ae' ....... ~ .. 

..-.u. ot .-....) ot .. '-' -.rtia..,. rsfo' ~-- _. 

lllr>"M -.u.u-.. Sa .W ot l.IIIM \fta-U.. _. olo 

• ?Mt. ~ .... fa ...--1 pntotiM Gal .,._.. 

..., .... 
.. • 1 •"'4 ot ... ,.._..,, 1o •·"t*" •• ........ .._ 

M' r 1 r u--.a..ef N 

1 
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~ fllh1F -...... .. et -s- WU ...,. 
• ...., .. ~ ... •-· "'...., •• -aa 

et J(aJ ef _. ""' <•> .... .,. _. .,_., ... 
.. pel'\ et a.u 11-.1 "'-1A•• or -..U.• tlla4a <lr.>oot ... 
.111 ....., "" ••• .... .-1 •w ...., ..- An 10 ..., _. 
..U obU,a\1.,, or - .......,... ... ot Wlt..,.•• ... tat 
1. 1o.-... • er ._,.._ .. o .... ot ao proel .. u. ..._ 
...U. l or \llo "' nMll>a \llo •uu u a llelll..,....\o 
2. 1..- atUr tbe Cia" of ....., pnoot- u.. 

It -w -weu te " ........ .., "'• ' "'' appU•wuv to taoe 

- ,..._ or ...... , of AprU lJ, 19)4, ~441a& na.esa1 -• 

ana-. tri.U. tor&lF .. -. ..... l.a Mt ... u • u..u ..Up \lcao • 

... w ...... _ u. " n.....a-. Ja c..11 -.u. h .., " 

....... tha\ •• ••• =• 1a quoeUca S. 0 1a ~•· od w.Ja tiM 

Jlftode1., of- .ld, •d "'' obU.pU•• l.a ~o\ia-. 1....,.. 

(•) • or ktw. .., etreoun au ot - AO\ •• ap;>Ue4 to tbe 

ntwlUac .,. • ..,,..,, ta <l"uu .. , <•> anor ....., .rreoun d&... Ml 

-saauoe et.,..,., opJ.at•• r«~d<oa'..,. \0 \II• leorot.kq of l ut.e .Sill 

...,...., to "'* ""'- ..W ot 101111' opln1oo ot -'!)rU 19, l9.J<J, 1a cutll 

,_. <11_ .... taoe ...,.u ubU U;y or - l.o' .., .. or -uoe ) or "'' 

l•tr&U• Ae\ • '*'' 1aao rorwr..s w aorC.», -u 1a<11ca" ... , 

- ,....Uoe bu oo\ F wlOIIelJ MOll roh..S .sa,.... 

loNr .,.aaJ.- .., \llo .,. •• u. b..U. l adle• \OOl 1e ... .,..,., 1a \llo 

•+o•e••••"- of \llo ...,..UU• - oomta1 .....Uu to klUpreu, 

.. ~ .. / o/ Heney llorgent hau, Jr • 

.... -.,q or ... rr .... .., • 

.. ,..._.,. .. oral of .., •n• ....... 
·ela-• 

I 

2 
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TREASURY DEPARTMENT 

WASHIN<iTOH 

111148r U.. .lot o,pproft4 1,... 7, 1939, U.. S.oreW.rloo of War, 

la't7 IUI4 Iaterlor, eotill& Jo1atl.T ~ U.. acuo7 o.f \b ~ 

&114 la'17 111:1111 UODI Joarll, &rl a•\llarho4 IUI4 41roo\e4 \O 41\oraiao 

wbich M\erlalo are otra\epo eol!. orltloal aal!. to 41\onl.u \be 

qoallt7 IUI4 (MDtltloo of noh M\orlalo 'IOhlch obal1 be~ 

wl\biD U.. ...,..., of U.. o,ppl'OJirl&Uou a•\borloo4 ~ \bat .Lot. la 

Aoteralalac U.. Mhrlalo 'IOhlch are otratoc1a IUI4 orltloal IUI4 U.. 

quall \7 u4 (MDtl Uoo \e be pa.robaoo4, U.. S.cre\erloo of 1\eto, 

cooperate wl\11 \b flrot \brio S.orotarloo -4. 

'lllloDITor \b iocrotarl .. of War aa4 la't7 41\enl.aa U.t U.. 

4aMotlo protaoUoa aa4 ._l.T of DD7 of thooo M\erlalo h lDRf­

flcloat to -t tho ladlllltrlal, alU\erT u4 aaftl Dlo4o of U.. 

co•tl7, \llq oll&ll Uroct U.. S.cre\er7 of tho bo&IV7, \hroolcll 

tbo ~t Dirtoloa, to - puroii&Mo of I1ICh Mterlalo la 

_....._ with epooU1aaU.oao p..,....f. '117 \bat Dlrtoloa IUI4 o,ppro.-.4 

'117 \II& S.OJ"'w.rleo of War aa4 la'17. 

!o- tho pvobueo ...Ur thlo .Lot aa4 pro'rl41 tor U..lr 

appl'OJirlaUou of •100,000,000 far U.. porlo4 troa 1- )0, l939 \e 

3 

Regraded Unclassified



- 2-

Juo 30, 191!3. ftei'O 1o "" li.alt p~ Oil t ho -=t to be 

upow4 or oppropr1ate4 for &liT port1CQ).ar fhool JMr. fte 

Dof1o1oiiOJ .tppropnaU011 Act of ...,.,.,, 9, 1939, oppropr1ato4 for 

tho P'UJIO••• of t hh Act tho au of .10,000,000 f or tho fhcal 

:roar 191io, vhl.oh au 1t a'Y&I.l&blt 1111Ul ..;>tll4o4. 

Ill 41..,... o1...: tho • ttor v1 th tho Dii'Oo tor of tho lhl4cet 

&ll4 tho Dlroetor of tho l'roc:artMDt D1no1oll, vo all felt \hot 

,• 

tho Prta14tDt could 110\ obl1pto tho Oonro•.,.t to pa.reho.oe 

•tor1alo a t a ooat 1n ucooo of $10,000,000, tho uo1111t appro­

pr1ato4., lnlt vo could 111 110 obJooUoll to tho P~Dt D1T1o1oll 

enterlnc into coutracte to pvobaee up to thie UOUDt ._...._ '" 1 

l•seol )tM', vtth a pro't'ieion 1.a. the ooa.traote clrl.J:tr& the Procure­

aoot D1T1o1oll an opt1oll to puroh&oo a441\1oll&l &JIOUDto of thooo 

aatorl&lo, oui>Joot, hovo.,.r, to appropnat1o111 bt1JIC •41 b;, 

Coa,creee. 

111 viw of tho faet tho\ tho ProOill'lalllt D1nolo11 1o eoll­

t-.pl&tlJIC &lk1nc for b14o .fll oto- ....... to tho acpopto of 

wh1eh will oqaal approx1.atel:r $10,000,000, all or &liT port of 

wh1eh ooul4 bt a.ooop\&4 u 1t -. a4no&blt, l btU..,. \hot tho 

bettor prooa41lro woul4 bt tor H to utell4 \hoot b14o 011 t ho -

baolt to $20,000,000 vorth of tboot •torl&lo: ' thtll, 1t thti'O it 

a opeol&l ttoaloa of CoJICl'ln, n'llooU 1JIM41atel;, an tt\a&to for 

an a441Uoool $10,000,000 llhieh th01ll4 ba a'Y&I.ldlt 1IJ tho tua 

tho ProqoreM~~t D1T1o1oa 1o roa4J t o eater bto -traoto tor tho 

4 
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probaoe ot ~. •'•l'ial (abov.t Jonaber l). lt \he \o'-1 ot 

$20,000,000 1a \haa aw.ilabla , \ha Pro.,........,, llhhioa oaa ... ~r 

ia'o coa,....,h at that tS.O oa \he .Ue ot \he blu re .. t ... 4 

wi \hou' aold.oc tor .,.., 1>14>1. 

CqtaiD OolUaa teela 'hat ~. 1a \he betkr WT '• haa4le 

tho •t,er, lt we haa4la it ae tirat oacs-ate4 aboow, aaaalT,oa 

the beah ot aa opUoDIIl prortaioa, ha t .. la \hat we vUl aot pt 

&lVI b14a. 

Regraded Unclassified



TREASURY DEPARTMENT 

IN T ER OFI'"ICE COMMUNICATION 

OATil . Sept. 1:5, 19:59 

.l qu.at1011 lwl been ra1Md aa to 'llbether the oootinunoe ot the 
110ntbl;f alTaJii..,tl betw.l t.hie OCUDtrT and C&Da4a tor the purehue 
ot allw r oonatl.tutea an wmeutr&l act in -.in ot the war betwan 
C&Da4a and Oezti&IIT &Dd the President ' a Procl&llt.tion ot Sapteaber 10, 
19)9, aak1ni applicable to C&ll&da the pro-.ial.ODe ot .. otion 3 ot the 
leutralit;r .lDt or llq 1, 1971, probibit!Jia tiD&Dc1al traDaactiODa with 
beJ.l.iaereota. 

.l. leutralit;r .lot • 

.la iDdl.catacl in the GeDaral Cowllel' a -r&Dc!ua to 70"1 <Ia tad 
Septenber 3, 19711 with raspaet to the application ot the leutralit;r 
.let to Cbina, lapao, or ~ otbor 0011Dtl71 the prohibition or tiD&Doial 
tranaaotiou witb bellig-ts does DOt appl;r to the Uoitacl States 
Oow-.t. beoauae it wu DOt amtioMd in the leu.tralit;r .lot and the 
aowreip 1e not bowl4 bT legialation 10Dl.eae apeoitioall;r D&Md thera1n. 
Tbia conclusion wu alae reached bT the .lttorn.,. Oener&l in bia opioiou 
to 101'1 datacl .Apr1119, 1939, relat!Jia to loan• bT R. r. c. lloraowr, 
....a 1t the pro-.isi.ODI ot eaction 3 ot the IMltrali t7 .lDt ......, &ppl:icabla 
to the Uoitacl Statas QoTI,_t the purolwla ot lUTer troa C&ll&da -u 
DOt appear to be a -.iol&tion ot .noh pro-.iaiODI. Tbe probibition in 
-tion 3 azt.da to pw:dlues, llll.a, o.r enrab•npa or "bonda, aeouritiee, 
or other obligatiou• ot co..........,ta ot bell1gereot atatee &Dd to aakiQC 
1oana or at-Mtlnc credit to ~ IOidl JO'Ni -te. It - clear that 
the pol1'0baea ot allTer troa a foreign cown-t 1• 110t a parcbaea or .., 
obl1gation of the foreign gooc -t &Dd that, at laut inaotar ae ~ 
i a aada 0111.)' attar the allTer blooaa• the propart;r or thot Ullitad Stataa, 
it -t be raprded. ae aak1ni a loan or ~ credit to the foreign 
go-t • 

.ll atatacl in the General CoiiDial • a -randua referred to ebow thotre 
appear to be DO clear preoacl&t• one W&7 or the other on tha qu.ation ot 
lbatllor it would be an 111111Mltral act under intarnatiOIIal law tor the 
'f'raaar)' to bQ;r cold or all ..... troa a beJ.l.iaereot ,o ... .-t, the pnrpo .. 
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ot ... , .... ' Wile a.. to .. to ..,..u. ..u.r .....,. • .ttla 
*iob to pq ,. ... -Wlala. Ia _, .. 1\ - _, I I 
tlaa\ 11M !'I 1 111 .-14 1111r p.l.4 or .u .... tna a l!e111z =• powa­
_,or tee"• to do eo, ter t!IU£ • lloow iMllfted .-u- of 
pol1<11 iaftlftd - ~ Ia 'd.- ot t1aot tan iM\ - pa '•• 
ot 111l'OW S.. a puo\ ot aar daMIIUo _-.,. poJJ..,, tlaa\ ~ 
ot .Uwr _.. 1a1U&Mcl 1A peaoe ~ • ...s tao&\ 1t w 41.4 ""' .. \be 
.u .... ou.d& -u ..U 1\ tor abooa\ • equl pl'ioe ... 1o'lle ..,..14 
Mrlce\ I - Ot tlaot 'W1ft tlaa\ to -t.iaM ibe UUIIU£ t 'lith ou.d& 
'IIIIUl4 ""' 'f1olate l.at.nlat1aul J.d. 

IN·1/ 
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NC 

S ~:orEtnry of StatE 

Washington 

1934, SEptcnbtr 13, noon. 

FOR THE TREASURY . 

ThE 5Ecrtt~y 1 s stnt~rnt 

forct o f thE TripartitE accord 

GRAY 

PARIS 

.· 

Dnttd Stpt~btr 13 , 1939 

Rrc ' d 9:30 a ,m. 

conctr~ing conti~u~ncE in 
cont t uplattd 

~ndVcontinunncE of normal 

short ttrlD commrrcinl crtdita has bttn rEc EivEd hErE 

6 

with grtnt upprtcintion in off101al CirClES nnd bas bttn 

~nrr1Ed prominEntly in th£ prras , Wt heard a full account 

of it containEd 1n tbt FrEnch ntws broadcast i n German 

lost tvtn1ng, (END SECTION ONE) 

BOLLITT 

0011 

Regraded Unclassified



PAIUl'HIWII: or SIIC'llo• no or HLIIQBAM 110. }gM or 
BZP'RIIBII:Il ~. 19~, JBOil '1'lm .uo:RIC.U ZICUSst, PABU 

.· 
7 

'!'he new l'ore1gn Exchange Off1oe 1e naturallJ aUll 

hand1o~ped b7 1nautfic1ent peraonnel and b7 lack of precedent• 

to guide it, and therefore it ia at111 reeling ita Y&J. 

HoveTer, there are ind1caticna that the aeaeurea tor exchange 

control Will be interpreted b7 that Offioe in a liberal and 

flexible ap1ri.t, and that the Ott1ca Will eoon be tunct1on1n& 

noraallJ. Xn the uanvhlle, b oth toreign bank& and •appro-wed• 

French inet1tutiona are piling 14> aoae backlog or would be 

and preauaablJ leglti.aate purohaeea or foreign exchange tor 

oliente. HovaTer, these eetabliahaenta are continuing to 

aooept foreign curreno1ea, turning t he total onr to the 

Bank of Franoe &t the end of the dJir - euoh tranaaotione 

naturallJ being allowed aTen though the7 are not atriotlJ 

in aooordanoe With the regulation• vh1oh h&Ye been i81Utd. 

END BZC'l'IOH '1'110. 

BOLLI!!. 

Regraded Unclassified
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., C l*- ..... ..,, 0 
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~wn-. '".U.t. , 2 a1 , , ...... ., ... ten, 

.... ..U.. ) .t ... Jleot1nU. loft ..... NplaU­

at .. ,.,.,. 6 _. u, 1',; , ..... tr tM ,....,._, ......... 

..... A1M -hul - aa,laa at Ula ~- ,.. 

, ....... Ia .... I.e\-........ I.e\ ........ . . , .. 

LiS I.-~-. as I ..... ., .. ,·-·· r I a1 'u ;; ..... ............. 
.... ·= 

I ...... I B.Ilorp t!teu,Jr • 
.... ...,. ., ... !It a;. 
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' 

... leoed are oopho or til• Pnlld•t' • l'r""U..U•• et 

~-tor '• I - 10, 19:)9, 1 ..... ...ter nu.rit;r of -u• 

1 or u.. l•ti'&Ut.J ... , - oopho ef u.. .....,..u ... or 

e.,'! n'or 6 MCI u, 19:)9, II)' >111elo ~ PnoiAia\ ~~~~~ r.... 
u.. .,....u. or a..U• ) et u.. lou\rlllt.J' &e\ 0 omi1Mq 

u•ti'Olal credt\1- llhor\-U.. eloUI•U•• 1a a1d of l.qal 

t.na•otloaa uo4 of a cbarac\er cv._ri}T ....S l.a Donal 

peMIU.. --ul W..o\t ... •, 111Mb lepliU•• 11M 

M~tbol'i .. t.ao s ..... urr o.t t bo 'l'l'eaiNI7 • to o4odab\er u.. ~ ...... 

• ~ If u.. 1'rluu7 lou , ........ 111191..,. 

._.,_ to -.1\ 'f1 \b U.. freuul'1 o.,o...-t J'OlatJ.w to 

o-.- ,......'" ...... -... dHtpated '" -- .... ._.,_. 

- -r-• !"" 

9 
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1• tau.. .. .u r-.u laue •• ""*•• Mtcrc lwwMiac w 
• ,_ , ..., ...v.1 ..-u- tw Met.._, SlloocU eMaSa 

..., aoMlu-1 ~u- a,,, .. .,. t• • ...._ .. _ ..... 

U. cl .._.,.anSa. fte f-.nl Ill .. ""*- wU1 M tw­

u-.. tw u..Lr Clll..._ wl\11 ..,Lac cl ..., 4M1A-= • 

..._ ~1- ••••- _, .._ ttaroa_..,., Dcj41ta \o 

l\ wlU M ..,..oet•l.ell 1t 7W will .tflM We D J 1 ' 

11M la- ta.. !Uidc7o ~•> I' 1.4, 19)9, at ..., a tc w 

...... u.a •1• ,.. MJ Uft I I 5 .. 1 .. \M ,..... .... 

10 

,..,. V&l¥ ,... •• ------r~) !f· 'ht pyr-fic.-v, 9v . 
._...,. cl \lila tra J• 

...,.....,.._,,... .. '• 
r-.nl Ill N 11M el ... left, 
... 'hill ••• 1 • 

..., .... 

Regraded Unclassified
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VOLITHB < 

The Prnldent 

WIUhington, TlturMLov, September 7, 1939 

CO~'TENTS 

THB PRI!SIDENT 
Proela.maUCII:Lt: 

CaD&! z-.--­Uoaa - neuUallS7 ID.----------------
Cot:ton and cottoa wute. Lm­

'PO&Loa Q.UO'*'I oa tmpor\1 

"'-----------------
Export ot IJ1J)S. ammuntt.lon, 

and tmpltmeob ol war to 
Prance; GenlU.nJ: Poland; 
and Ul4! Olllted K!nadom. 
lndla, AUJt:raJ1& and New 

Zealand. .. ---··-···-------
ExecuUve Orden: 

Enforcement. ot the neutn.Uty 
or cbe United Statet. J)fe­
ICI'Iblna ~sUlattooa r ov-
ernlna---···-··········· 

Panama ca.nat, pre:serlbl"' rec­
uJaUon5 IOV'!n:dtll the PM· 
u.ae and con&orol or \'e!lel5 
Utrouah the. in any war In 
whlcll the UD.lted. States I& 
neuual - ----·-·------
RULES. ft.!XlULA'nONS. 

r ::;:::I ""lbe Pnlldtnt. m&f, trom ume ORD.BRS 
r~ Llme. Protnullat.e IUCb rWM aDd "l"nU 'l-Aca.tCVl.roU: 

UON, not l.oool:w&.lc.ent w1lb law, u Bureau of Ent.<dotou and 
be n...., and proper \o carT7 Pl&.Dt Qu&ra.ntine: 

proc:JamaUon, dt:ftnltdr tD\a• &IU' of &.be proytatoaa of thta ,•-.:=~ j Du.tch tim d.iRale QU:&r'&l'ltlne anna. &mmunltiOD., aM tm- be .,., dt.rdle &Q1 J)O'ftl' Cll' rtCU)atloos mod.itkd----
war. tbe tx:POrt or 1fhk:h II oonttlftd OD b1m b7 &hAil Ado Tm.c ~ UD AJrDw. 

tht8 tetdoD. Tbt U'IDI,. IUCb oflotr or OCDoua. or ll.lf!I')C1' Paowcn: o:::f· &acl lm.~ ol wv 10 a&aldel. u be ab&U d:l.rt!et... Ap'lc:u)\W"Il ~ Stn'ICie: 
01 aboll ,._ u- tou· NOW, 'niZRa'OR&. t. PRANXL1M D. WlaoouiiD llOI17 O..U. War· 

Ule Pftllldtat .. proeJe-•'ton R()()8ZYKLT. Pnlkkot. of \be t1D1ted tet. IDe... tiCJitice 1ZDder 
211S, ot AorU 10, IJM. but - Gil .._. ... - ,_ 01>4 br Pacta$ """ Sloclo:rarda 

hOI. lDdude raw mWtdt.k or IAF t1rtue ot Lbe au\bOr'\&7 coaftrl'ed oo JM Ad.----·------
artldes or m.akriall DOl 01 Lbt br Lhe .ad lolnt ~ do ba'tbJ 1~" PUcncD: 

cbancttt u me.. tDU• Jlli")diWD thai. a at&W ot wu nphe~ Pedtral Trade Oonm''sdm: 
ID tbe cald pnoelamatloa. 01>4 - bet_.. CknnaAJ 01>4 rr-: 0oue.,..-- : 

coo-- fer tbe eu-" _ ,- tbe 11oll«< ~- ADo-- - eo.. 
~ .. ~=='=~ T'rade trl At'ml aDd A~ t.DC1 Ntw zeala,ad. and I do IDe.. ec.. ~---
~ ud lD Im.~ ot wu. btttbJ •dn>onteb aD dUitot of Lbt 8ab al J4Lb Bued...---

Otnen. .nme n , am.· Oftfttd a.ta. or &IU' oc tc. ' "- Situs C&Dd:J' Co-----
WHER&AII ",. IUrlhtr .- and all ..,_. noiCIIDI or - With· - CC>.-

1 ot tbe ta1d jotn' reiOh.l~ ln Lht t.m\OrJ or ,fw1ldktiOD Ol Lbe ~~ Parmi: 
8&atn. or u .• ; ±N ~ abo- of ~: 

tTII'7 .tolaUOn of &he pn>'tt- r ~ I q I a i I o D I 
join' neotuuoo at>oq Itt amt!ldecl: atr M"'M T:Tot-

fO<UI.!Mt<br maGe d eeUve and. ape:IUca- (Qoa.ttnued. oo. ..n pap) 

:1119 

11 

.... 

sat a 

S823 

.... 

----
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1 .,, n '•-CQct.~,;.~a.d 

nn• :) l-..tOII 
\\ ' • •tid 11 u.t ~\111iun 

II• lffJ 11'11!11.: U'J, (tll)llu10'.t1l-t 

14 )l.ltllft• ·····-····· 
Tmr ttl "'Urfl'ifl 

Ou•Nu • 1 M.~nllf IJuPt(Ucln 
nnd 7\'.aHtulion 

t)IU')' nl'll t lnunn« 0( al.r· 
U'tft , IC'IU I O~IOIU 

•m• nlit'(l.. . •••• 

NO'MC£8 

-38."1 

, ... 

calt:Ptn II 
v dil5tls ., ..-.u ., an tlnds. tnctud2nl: 

atn:rs!t c:arrltrS and tubmat'l~ and 
1.1m10r pfatt tor sutb reuett.. 

CAt~ 111 

t H Alnnll. unsutmbll'd. rwrmbled. 
or diam~nUed. boeh bt!ll!C'r and Uahttr 
thin air, wh.lc:h art deslancd, a®PC.ed, 
and tntenekd fer arrlal combat bY th.c 
use of machine auns or or a.rUiltl')' or tor 
1he tiUTl'lns And droppln~r or bombl. or 
'11tldl a.r. f®IPJ)td wt~h. or which b)' 
n·~ of dntan or I!Onm'uttl<m m pr~· 
p;u'td for, any olthe applianm rt!errcd 
co ln pu~~crspb tn btolow: 

C2l Atrial IUD m«mta ..net tnmee. 
bomb racb.. IOI'J)tdo cvrten,. and bomb 
or tettl)('do rdeue medwllRnl. 

C.lt'C'CW) IV 

Regraded Unclassified



FEDERAL REGISTER, Thurodav, Stpttm/Hr 1, 193!1 1!8%1 
DONB 1" the dty of Waah!naton thlt 
ftb d.A1 of Bepkmber, In the year ot 

our Lord nl.netten hun~ and 
la.U.I thJrty-nlne, and of the tnde­

Ptndence ot t!le 'On.lted Stat.tt 
• Amerk'a the ooe hund.:rtd and tbt7· ...u.. 

Pl.ui:XJ Ql 0 RocianLT 
s .v the Pmldeot: 

COtiDCLC. Htn.L 
Secrctarg oJ Stott. 

tNo.2aUI 

PllAIUCLnt D ROOUVUT 
By tbe Prt:tkltnt: 

Coua.L BVU. 
S«:rdwy o/ $tau. 

I No. 2S&OJ 
1 ' · 1\. Doc. 3~,.&; nlfCI.. eepumbtr e. tm: 

10 :14 a, m.l 

Regraded Unclassified
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13 
FEDERAL ltECJSTER, f'llarollq, &~ 1, tnt 3823 

allklen aod erew t.herwr IDd an oc.ber -""'----"" .... C&DaJ au.t.bot'IUN t.o 10 or ftmatn on 
~ t.l\ertof ctw'ln& •ueh PN&agt:!, 

2. A I>UbbO 9'1'Mel Of a belli&ertnt OJ' 
oeuLt~ nauon w.n be Pt-rmlu.e<llO .-. 
\bloUib U'le Ctnal only titer be:r com­
mandJna omen hu t1¥m wr1UC'n usur­
aooe to t..M authortUea of \be Pall&ma 
CoDal lbal .... NJoo. ........._ """ 
tn&U• ot &J:Ie OQIUd 81&\el Will bt 

lallh!Uil7 ---
'tbe fOI'tiCI&QI ftiUiatlolla are 1D. addS· 

tiOD co tbl ""~baa and ReculatlonJ fc. 
tbe ()pt:rt.UCin and Ma-.tp_Ucc of the 
............ OOI>alan4 A- Tbemo, 
lDdUCIIAI .U Wat.tn under Ita .Jul1adie­
Uoc"' ~ b7 Executln Order No. 
o&Sl4 or &eP\.tmber 211. t t2.S, a• a.me:ndecl, 
lr'ICI the Prowf.IIOM of \)fOC]am.at:lON aM 

:t::X:EOUllVZ ORDER execuuve ordert perULlnlna to tbe canal 
Paacanallo R.eoln..AnOICt OORDD~c TD zone tseued ln conformity wiLh the lawt 

P UUCI uro COWTIOL or VMR14 aod tret.tlet of the United State$. 
THaovc:te u. P.ur.uu cuu. Ql MIT ,..,una . .or o Roolna.T 
w.u ur wmc:a Tlla thn'r'D 8Tua 1a ~ WJan uov.. 
NIV'ftAJ. StPU•btr .S , JfJJ 
wa::m&A8 &bt lrMUa of &be 1Jn1.ted (lfo. 12M. 

8tata. tD &n.7 wv ln 1fblth tbe Otllted 
6ta&a tl a DIUtral. b:D,pole OD d:le tlblt.ec1 
8&au!a otr'laln oN' Pt ..... to bolb Deutral """..._....,. -= 1-------------AND WliER&A8 &be ueatJM Of tbe 
un.tt4d. St&t.e&. to &.QJ war tn Wblc::b lbt 
11nlte<l SW.,. a neutnl, .....,.. U>atl------------­
tbe Onlt«t Stata ex-ert. an tbt YlrD&noe 
.nUlln. \belr power to et.rTY out l.helr ot>­
U&:aUona u a ntutnt: 

AND WliER&A8 \re&Uet of the tlD.Ited 

n'I'LI! 1-AGRICULTtJ!t.£ 

&OIUAO OP KN'TOIIOLOOY AND 
PLAH1' QUARANTINE 

Regraded Unclassified
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FEDERAL R.BGISTER, TlulfW<l«l, S~ptmtbn 1, lt31 

tt:r ot Wuhtni\OG. 0 , 0., CD the 
tu or AUfUI&, A o. tm. 
uni&l.ioner~ : Robert. z. rreer. Cb&f.r. 
Oarl&od 8. ll'trtUIOn, Chart• B. 

:L. Ew1n L. Dt.YIJ, WWiam A. Anes. 

:a lrlAn"D or &a • oo.rurr. " 
.lOlA now TIADDIG Allll DontO Bosl• 
e U'N'DD nt:l ,_ .. NAMI &n 8nU 
3Aa A" s•,.. 8tuft 

0011. 1'0 CIAIIU"' ~ 

It II _,.., .,.,.,,._ 'n* \be no 

-• lbal1, wiUiln llbd.7 """ aner 
sen1ce upon 1\ or u.• o:nkr, m. wttb \be 
Oommiaa:lon a nPOrt ln wrlUn1 • .una 
forth tn detaU the man:ner a.nd form lD 
whleh It bu oom»llod wtth this order. 
BJtbeCom~D.. 
( .... ) 

17 . R. Doe. ..... : ..,..,. tllptembn' I. 111»: 
1: .. , . ... 

t.tedl& ORitr, Slftn Cand7 Company, 
OOc:b( ISU, Aururt 24, lt39 J 

tfrlftt d StOI.f-1 o/ A1MrlcG-&/ore 
'cd.tr&l 7'rGd.e CommLf.rion 

A\ a rtcular leiiUOn Of the Ptdtral 
'l"t'ade OOIJ.'UNII.kiO. bdd at Jta etmce ln 
the CilJ 01 Wt.lb.tn&1on. D. C .. oo Lbe 
24Cb dQ ot AUI'Uil, A. D. lt3t. 
~: RobcnLI'Tft<, 

C~Wn>wo; o.tlaud a . .........._ o.az1oo ­
B. Wazdl, lhiA L. Do.ts. William A. -

14 . 

Regraded Unclassified
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Urlfttd St4i.el oJ Amerf.ca....-,8t}or( 
F~Ol 7"roc&t Comntf#IO!l 

At a rtiUIAr MUion of the Nml 
Trade COmmliiJOD. btld r.t. IU ofDot i 
the Cl\1 Of Waahinlton. !). C .. 00 Ill 
24111 cl"1 of Auruot, A. D. 19<!9. 

Com.nUN&ooe:n: R.obtrt E. fnl. 
CllalniW>: OotW>d 8. ... _ CIIOOI 
1L Mardi. ZW1D L. Doria, Wllllolo A - . 

Regraded Unclassified
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FEDERAL REGISTER, TloMndill/, 8•plntb«r 1, INI 

tbe Pmua1 "f'roa,de o-nmwon Ad. bJ 
l.ll1 lllill*DI. fat u. SJU,I1:IOit ot tDCtuctac. 
Dr wbicb Ll utd1 to t.odUct. d!reeUr or 
IDdllotiiJ, tbe .....-ala_.., 

--..... rr.m--- TI'TU!a-~ 

OIOCildaol-----144., t.be IWIM "8Um1e)rfe '"«" t.Q7 O(.bW prep-
t.taUMJ . or Pf"f"PU'&IJOnl oompciiOCS ol 
wblt&nUalb' a:t.mUar lncredleata. or poa. 
~ta~nc: aubat&nu..Jl.J llll'n11u \berapeu\le 
quatit.lea, wbet.ber told under tald nam 
or t.n7 othu name or nt.met. or dl.­
semtn.a&lnl. or e&UII.na to be d1Ntml 
nated.. all)' ad:ftru.tmeo~ b1 an)' meanl 
ror tbe .PW'POM Of lnd·uc&na. or wtuch Ll 
Ulte{J to lnduoe. CliHCUJ or lndlrtct17, the 
JIIW'(:haae tn coauntft4, .. "'~rot" la 
deCned 1n tbe Pldual n.de com.m1t 
ston Act, of aald prrparattoa, which ad 
nrltannm.C. ~t. dlfte:U7 ar 

• 
. 

. 

. 

. 
tllnlqb -- ....... d ....... tloo b a cure or l"'ftDtCC:r or a compeW:m 
tnatmeot. toe tlllkPil: or tbal aid prr:p. 
anUOG Ia banDit-. or ,.,. tor ... : or 
ttbJc4 ~"' fd to ...,..,. u. 
tt. IOol ooa.tar~uo.t .. ace.~ .... of ald--.--lalar7 ' 
to tbt beal\h ot u. UM:r. 

II " /wrtlt<r - · 'n>al tbe ~ 
_...,, - wtll>ID lllltJ da" ..,.... 
sen1ot UDOD u or &.hll onkr. me -'Lb 
lbc (.'lomm'etfOO a fU)OI'1. lo WJ1Una", ~ 
tlnl forth lD dft&U the manner Md form 
In Wbleh Jt, bu complied With Lbla order 

By t.be commJ.uloo. 
(lULl A. N . Roll, 

ACtfriO Secref4rW, 

fP. R. Doc. 3N23T; PUed., 8tpc.tmtltr I, lt:lt: 
l :aT p, m.J 

TIThE I)....QIST0l!S Olm ES 

IWR&Otl OP CtlaTOKS 

IT. O. ... J 

CW1'0IIa RIC'vl.&nc:r. A.aaarta 'IDI 
OCioa<DQ ' 

To Coll«tort 0/ CUC.O_, OJWI O&Mrt 
~: 

AJ1lde ue.• CUst4IDI -Uooa ot 
·tt3'7 LSec. U J, i1 &mmdocl to read u 
follow.: 

. . . 
Au, :l54 USee. 4JH. OcNrol ' proof 

-1iont. Except. u otherwLM ln t.bele rec 
"UJattons provkle4 l8eo&. t ,l to 4.11. tnclu 
:alvt, of thll Pt.nl altUtJl arrtvtnr trom 
oontliuout toretan &6Titorr •n4 the per­
soot. mercbandlae:, and b&rPC:o earrttd 
lbt:reoo aball be aubJee.t. &o the euatom.s 
Jawa and reruJat.lonl appUcabJe to ""' 

I TNI ClocWrld\ eJI'tC'tl 11 OPit 4.t, 
'2 P.R.. 1&01, 

'tco.l~ 

_,....,.,_........,.,_ .... _. WAO& AKD HOtiJL DI'Vl8lOil 
ern &Dd men:b&Ddla Mel t.aaP car· Honea CliP I.:~J~c. ,. .......... c-nn· ---. -- ,_ -- eAr.f'OaT.a~CW~ 
........ ...,. .... tlolled-- l>o Of 1'D: IIOGDT lari'OI'riY 
.ub,kU co Lbt cuatoma..Jawa aA4 .......,. ...., .. Ia - -""'' -u- IPP''"Ne 10 - 10 --· OrrUAca* for the~ ot M&nl-
t.Mofa:r U aJCb laWI aDd ~ ..,.. ... ID w u-.,. b>dllllrr Ill -- 10 -~ 

,_, (b), .. - ·-· thaD the mlnlmWD -Stat. 672; G 0.8.0 . "' (b). -.... ap0Ucable under 8ec\.lcD e or \At ..... 
44 Stat. 'ltl; lt OB.C. lfH) ....,.,. 8t.andarda .... of .... (8_,.,. 

lu.u.J 
W&ll Ol'dtr)~ .... 

- 10 lbo 
em~ 

W • .R. JomriOif, Ctlorerw U.tted betow etreethe ~bet' 
~ C'01'1UI'l~ 0/ CtU'toml. ••• lt3f u.:nt.U 8epUmber ••• lHO, JID-

"'.,. __ ,., 6, 183t. Jecl &o the fOUO'tf'blc &ennl: 
oocw•noer ""' ...... ...... 8nPirat B. Grnoa. 

Adlllg St:cTt1or, (1/ ,,.. 7'""""'W. 
Tbe ..,_,., of ......... "' tho 

Bc*11'7 1Defultr7 u.'nder l.b1l CertlftcaW 
.. llmiLed 10 lbo lollowtna .............. 

••. a. Doc. at-a:2S3: Plltd. llrrP"«m• .. urat: .......... .. ._ -mrnlmum ·-U :l.lp.a.l rat.et: 

. =:s= ;.....;;,:: -.....---.n - . -- - - --- - - "" - .: - - - - -. 
~-~~·;;;c;::::::::;;:::::::: "t" "!" "!" '!.' '!.' '!.' 

f:---=~~~-~:::::::::::::::: 
.. .. 

~- -.. . N- ..... 
t="..c.::::::::::-.::::::::::=::::::::::::::: 

.. .. ..... ~:::: .. .. ·-~ ...... - .. ·--··-···-·····--·-· .. .. HOM ·-·~~=:~~~==:::::::::::::::: 

.. .. ·- BE .. r. ·-.. 
~= 

E14~~~~~~~t~~~~~~!~~~~~~t 
.. .. ·-.. .. ·- ~= . . ,_ . .. N- ·-. . ·- ~= . . ·-,_,_ .:: ....... __________________ ......... 
'!!' '!:' '!' '!:' '!' '!.' ~----·--------··-· 

~ :·- ... __ . . . . . . .. - _ ....... , .. ____ . .. .. . . . 
====-u• 

. .. ..... -. .. ·- -~ ..... . - .. -- . . ·- N-. . ,_ ·-,. .......... -·- .... . . ..... ·-..................... C2a7l4ft .......... ..,_ """""' • 
Not In UceiS ol &,-. Of 1M lCMI DUD:I• 

__ .......u. ...... 
ber ot fac:&.ory worbn anptQJtod. tn UM - - lol1ll. C&m<rol1 -planl _, be employed undtt -at BuiUnrtoD. N. C. 
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.. , 
.. 1. A awttt • crn:t.aUbable sut.ta.noe. 

colorl• or wht t.e when pun. ocw.rrlDr 
tn maQJ plant JuJcN. and to~ an 
Important. a.rt.lc1e or human food~ 
speclt. coM "'"'"'· NerottJ, t.nd ~oeltG.­
TOie. The chk.f toUI'Gel or suav are 
tbe IUiat' oane ltlel Lbe .uaar beet. the 
compJettlJ rtftned produc:\1 of wb1cb are 
tdtftUCU and form pa.nula\ed ausar. at 
aucar. ne .. o1 com.muce. The cane Juice, 
obtalned b7 0:~ " LA*ted wtlb llmoiO ____ _ 

e•aPOJ'Ilhd to ~a111•'1cn 'l'be 
motber liQuor, or ~ 11 ft:lDOIItd 
by dn.tr1tD&' Gr' ( DOW ..uaJb) by ll em. 
- 't1>o ...... J't)I...W. ... -
aupr Una ClbCal:nfd " \&IWollf reftDed 
at. cmtral ptanu bJ rtd&llohtac. eta.ri1J· 
Ina". decolorbina. and nerJI~. lD 
the ea.ae or 'ottu U\e IUI&r t. remoftd b7 
ext.rac.Uon wlt.h wat.u (dltrllaloo) an4 
carried to t.he retlocd ttat.c in ooe oper· 
atton. CNde cane aupr 1J often tol4 u 
brown .uaar, Wt. c:Nde bed. IUPI' hu 
an u.a~euanl n.uor, some IUIV 11 
.uo m.a.de from palm Ueea. maple tn:ea. 
tto. 8u&v fonnt Aoe mooocUntc c:1'71-
tals mdct~ at lM' C. (M7• P ,), wbkh 
dUio)yt lD &boUl ball &bt!r 'fl'tll!l1 ol 
..attr at onl.tD&I7 tnal)tralure. ~­
~. lt b a d1laeebar1clt 01 tbe formula 
CulbOu, fonr.tfd b7 UDioD ot ooe ade:­
cule ol dutnllt wtth oae ot lnuJole. B 
does DOl rtduct l'lbH.oa soNUo4 and 
doel no&. fet~Mnl cl1ttc1.J7, but b COO• 
'f'trted bJ dlw""' cor 'b1 heatlna with 
ae1diU Into t.bo ftrmttu.able mrxt\U'e 
called In~ ntgcu'. U II de:XUOl'Ot&tory, 
a propert:r which 1.1 ueeo tn esuma.Una 
tbo atrencth ot Ill aoluUo.na. sucar LJ a 
fOOd. and altO tervtw u a ccmdiment and 
preeerva.Uve tor otber food&. See Pood t. 

'"2. B1 enm.alon, anr ot a dasa ot 
sweec.. IOiubtt oompounct. ocmprU:I.rla the 

.... _ -- a.. Con>ob7-
• dra.te. '11M -· ... .,.., &base JliOIL • 

CICICl'l])Oiablie br b1droiJIII. are c::aJlec1 
•m r••rMta. 0C1mJ1ia IUPft .n 
formed br tN t a 1 n dOo ol two. 
U:Lret. or four IDOitcuiM or ltmp&e I:Qp.r 

&Del ..,. eaUtd ~. tri~GoeAG­
rilfu. and ,.,~ Pol' t.be 
ttruetUrt and cluiUk:&Uoa ot timpJe 
aupr, .eo MoaOIMCbN1de, Am<ma tbe 
Important. natural •ucert are JWCrOH 

(See Clef. U, or con• ~. cfutrofe 
(d-flUOON), or vrape II'VOf, ~tw~oae <d­
tru.ctou>. or /rvU •wCJM, lotiON, or milk 
"""''• and m&ttOH, or llftAlt ftiQ"cu. Some 

14. In 8.R..A.. P.O. No. J . Ret'. 5 COlber 
lWI\crtlted ParUel' Dblblt No. 2>. under 
.. SUpn and Related &ubeta.Dcer. tbe 
(obow'l.na a.QPearw: 

'"A. Swoor o.n4 N9W JNOCf.w:tl.-1. 
Svoor. 8UCrOM (-.ccharote) ~ 

cblettt from IUPJ"et.ot ao4 JUPt beet&. 
oranulal.ed. *I, c:ut.. m!Ded. &ad pow­
dered IUI&I'I are ctl.tte.rea.t forma ot aup.r, 
coataln!QI •t aeu&. tt.S perom.t ol au­..-.· 
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AHD W1DR&A8 It 1.1 tu:rl.brr prol'kled 
bJ ~eeuon 1 of the Mid Joint rwoluttoc 
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...,. -· olwl1l. - u... lo Ume. "' proe'•=·uoo.. u&eDd auch em· blu'lo upoa Lbe f:I'J)Oft ot arm.. ammu.nt­
Uon. or lmplemr:nLI of war to other 
R&t.ea &I and wbm lhty m.a.r btQome In· 
.otwt'd. In IUtb ..._,., .. 

HOW. THEREPOR&. I. PRJUCKLIN D. 
R008C'IZl.oT. Prtsk3f'nt or the Un.ttedi 
8tatft of America, 1tUn1 under and by 
Ylrtue ot ~ a.ulbor1.ty contei"T'ed upon 
me b1 the •Jd Joint raolu.Uon. do bcreb1 
lllZlt!!ll ..... oil"' .... ---= -

h .una,Ut 0 Rooena.Y 
., the P'f'el;kkot; 

Coucu. a·ou. 
S«rt.torw o1 suu. 
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ln!Jr: 

Oaptn1n 
Collin&: 

HMJr: 

C: 

ID!Jr: 

C: 

HJ.!Jr: 

0: 

HMJr: 

C: 

l!l!Jr: 

o: 

HMJr: 

C: 

HMJr: 

C: 

Hello. 

Septeaber 13, 1939 
2:29p.m. 

Good afternoon, ~~ . Beoretary. 

Hello, Captain. Did the word get to you that the 
President said it it was possible he 1 d give 
another 10 million' Ah -- create a defic iency 
tor these . .... . 

Yeah. 

Well , I-- I've-- I've heard three or !our figures . 
That's t he !irat time I've had a de!1n1to ••• •.• 

Ten. No , I -- he said i! he oould do it legally 
he ' d do it. 

Yes, air. I talked wtth Danny yest erday. 

Yeah. 

Danny Bell. 

Yeah. 

And he talked o! trying to go in the market !or the 
t~ole hundred. Yell , or oourae, I've atep-laddered 
nov up !or a !ul1 ten. 

Well , the President said another ten. 

Another t en, air. 

Nov,. would you keep after Danny and t he Director 
or the Bud.get and -- the President said he'd get 
out -- 1t he could do 1t legally he 1 d do it to 
create a de!i ei enoy. 

Yes , air. Well , I ' ve taken that up with thi s man 
Dikes, you know, sir, t hat ve brought in !rom the 
General Aooounting Ottioe. 

HMJr: Oh. 

2!: 

Regraded Unclassified



0: 

IIMJr: 

C: 

HMJr: 

0: 

HMJr : 

0: 

RMJr: 

C: 

HMJr: 

0: 

Rl·:.Jr : 

0: 

m~Jr: 

C: 

lOIJr: 

C: 

liMJr : 

- 2 -

And he reels that vo have no right to go i .nto •••.. 

Oh. 

• ••••• the market tor any more t han we have money 
tor. 

Oh. ~lell, let me know aa aoon ae you know whether 
we can or cannot. 

Yes, I shall. Hr. Secretary ••.. • .. 

Yeah. 

...... on that to reign ori t1oall:l&terial , I ' ve 
been trying to ge t a ready figure concerni ng the 
aaount of bonded oinerale in the country. 

Yeah. 

Which is not readily available. 

Yeah. 

2( 

But this is the t hought, it i s not my affair r eally, 
but I was wondering if any s teps might be taken that 
would prevent t he bonding material t:e have from 
trickling out of the United States . 

Yeah. 

Ot course , that' s a matter tha t I can't control here. 

No. Write me a l ittle meoo on it. 

I -- I shall , sir. 

Thank you. 

Thank you, air. 

You're welcome. 
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Operator: 

HMJr: 

Cy 
Upham: 

ID!Jr: 

U: 

!!KJr: 

U: 

Hl·!Jr: 

U: 

llMJr : 

U: 

ID!Jr: 

U: 

BMJr: 

U: 

Oo ahead. 

Hello. 

Yee, sir. 

S.ptea~r 13, 1939 
):08 p . a. 

Oy, I eaw on the tinker what aot1on the Bank ot 
Aaerioa has taken. 

Yea, sir. 

Now, when will you be ready to make a report to 
me' 'romorrow morning when 'rom Sai th is back? 

Well, you mean ae to what t o do' 

Yeah. 

Ah - - yes. I'd li.ke t o talk to Tom tirst. 
I called you as soon as I beard and I assW!led that 
you go t tbe t icker also. 

I didn 't get t he message. 

Sir? 

I did not get the message t hat you oalled. 

Oh. I aekdd the operat or to let you know that I 
had oalled. We aleo had a wire from Irvin Wri ght 
telling ue about i t. 

Right. Well then, ae eoon ae you're ready tomorrow 
morning will you talk to me' 

Surely. 

'rbank you. 

Thank ycu. 
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GROUP MEETING September 13, 1939. 
9 ~30 a . m. 

Present~ 

H,U,Jr; 

Bell ~ 

Baas: 

Bell~ 

Mr. Banos 
Nr . R1efler 
l!r • 'l'hOIIIPSOil 
llr. Stewart 
llr. Gravoa 
Mr. Viner 
l!r. Poley 
llr. Harris 
Mr. !!urgeaa 
Mr. Haas 
Mr. Lochhead 
Mr . Du1'.1'1old 
lAr, White 
fir. Bell 
Mr, Smith 
llr. Sailie 
Llrs Klotz 

I 1 vo got a report here from Haas on this sugar 
situation which I asked him for yesterday morning 
at the cool hour of 7;30, and in thia thing you 
will notice he says, "In the interim the Treasury 
will therefore gain in revenue the difference 
between collections on this tax - 65 million - and 
the expenditure• for the administr ion of the Act.• 

The administra t ion expenditures wore est ed 
75 million for the fiscal year 139, and 48 mi 
for the fia cal year 140. I would like to know 1t 
mmilor ono - did llr. Wallace just close down tho 
sugar administration? And how much did we gain by 
it? On a thing like thet , does the bureau tbat 
administrated sugar just shut it down? I think 
we should let the public know that 45 million 
expenditures still means something to the adminis­
tration. I don't thi nk it would shock anybody. 

The administrative expenditures outlined hero -
55 million - include benefit payments . The l .argor 
part ot it is benefi t paymente . 

For 139 I think there will be benefit payments. 

But tho benefit payments would go out and probably 
the administrative expendi tures of a small force 
would just go on Until such time as they determined 
whether it was out permanently or whether it would 
come back next year. 

--~ 
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Belli 

H. K. Jra 

Belli 

B. M. Jr t 

Bell i 

B.M.Jr t 

Belli 

s . N.Jra 

Harriet 

Harrie t 

B.M. Jrt 

Harrill 

- 2 -

Could you t1nd outt 

Yea , air. 

Alao, Banes is doing a job on revenue es t imates 
and all that. A thing like that would cClllle in. 
I IIIS&n , I would like jua t to be brought up to 
date . I would like to know on a thing like that 
juat what happened. 

And another thing I a oe, ~. s. Speeding Work on 
Great Merchant Pleat, 18 Shipe Launched. • I ought 
to know, but I don 1 t know how t hat ia financed . 
Wbere did they got their money fl'Clmt 

Does that mean the Navy or tho Merchant Marinet 

lla r1 t11118 C<lmmiaai on. 

The llaritillle Commiaaion haa about 180 milllon 
dollars appropriations and they can construct 
those ahipa or they can make loana to corporations 
tor the payment of construction of those ahips, 
and there have been a number of Shipe launched 
under that program, and I think this ia speeding 
it up. 

Will you take a look at that t 

Yea . That waa s tarted two yoar a ago . 

Ia this ju.st publ1c1tyt 

It 1a a ten-year program, llr. Secretary. 

Are they r>mn1ng ahead of a chodulot 

Yae . 

But not IIIUcht 

Not llft.lch. They are making 50 boata a year for ten 
yaara . 

I have a bad throat and I have to eeo Dr . Mcintyre 
at 10100 , eo I postponed Jonoa' mooting to lO t$0. 
Kr . Banea and Kr. White and Bdlie and Foley will 
1110at with Jones at 101$0 and eeo what he has got 
to eay, eeet I want to keep i t doWn to a minimum. 

29 

Regraded Unclassified



Burgeaat 

a.x. Jr z 

H. M. Jrt 

Banes: 

H. l4. Jr: 

Bane a: 

B. K. Jrt 

Ria.tl&ra 

B. K. Jr: 

Rietlera 

H. n. Jra 

1/iner: 

B, !i, Jr: 

Vi ner: 

Dllttieldt 

- 3 -

Ia that all r i gbt with you, Randolpht 

Yea, I th1nlc that ia very wise. 

Johnt 

I tri ed to get the Attorney General interested 1n 
that letter which you aignod, asking h1m tor an 
opinion, I am goina to talco that over ther e this 
morning some time, maybe a.ttor this 10t30 meeting. 

Well now, on that thing, I s i gned those twelve 
letters to tho Federal Reserve presidents on thia 
credit, Will also somebody send 1t over to the 
Federl.lt 

Is thoro anything e lse, Johnf 

We have go t a revenue lll&ttor , You were s upposed to 
sign the mimeograph. Inadvertently, it got in 1113 
papers and I si gned it as Actina Secretary. 

Anythina olaot 

'lbat 1a all. 

Rietlert 

llo. 

Did you tallows get a place to sloop all r1gbtt 

Oh yea, we are sleepina. 

I don 't moan in the daytillle. 

We don ' t need a plaoe to sloop a t n i ght . 

I will bite, 'flh7, llr. Vinert 

Because wo have plenty ot apace in the daytime. 

Just betore I came in hero I waa talking to a 
lawyer 1n Revenue who handles theae olosing 
agreements , like tho ateol caao. I waa trying 
to chock up on a report that aomethina waa going 
to happen on the steel ease ao that we oould 
announce it, but that i s evidently not t~e, 

:w 
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-. -
but 1n the course of the conver ... t ion be told me 
that they were getting a lot ot 1nqu1riea now 
from other contractors or potential contractors 
and that the word seemed to be filtering arw.nd. 
That sort or thing always disturbs me a little 
bit for two reasonsa it seems to me tbat when 
it goes by grapevine that it doesn't give all 
i nterested parties an equal obance; and , secondly, 
that it may get out from an outside ao\lrce with 
the implication that becauoe we didn't say any­
thing about it, there 1a scmoth1ng abad1 about it 
or Dcy"sterious, or whatnot. 

What is your s uggestionf 

Well, 1n view or those things, I wanted to ask you 
whether you wquld reconsider your decieion not to 
aay anything about 1t at all until one o!' those 
cases is closed. 

31 

Another alternative is t o get out a prese release 
describing the machine. .rust get out a press release 
describing the machinery, the Bureau and everything. 

And not ref er to the steel caee. 

No. 

That might be well to do. The Army - Loul.a .Tobnson 
tol d me he bad two more caees that he was going to 
take up with me on llonday or t hh week. I told b1m 
we were ready to t alk to b1m any time he wanted to 
t alk. 

This is a question the Treasury bae paseed on. 
Why don't you get up a preae release in the name or 
the Treasury describing what this llllch1nery is, show 
it to llr. Banes, ahow 1.t to me, and 1t i t is all right 
juet give it out. 

There is one tb1ng that Charlie Edison asked us 
before we made any release to let them have a look 
at it, fnd I told b1m we would. 

Oh yea. I sent this firat one down there saying 
it was still tentative. 

Well , just describing the mach1nery as an implication 
to people Who are potential or aotual contractors 
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tor the A~ and Navy or Govornmanta , not ustns 
tho stool company at all . That would take oare 
ot it. 

Dut1'ioldt I will do that . 

H.M. Jrt Just give it out in the name of the Troaoury. 

Duttioldt Yeo. 

H.W. Jrt As flU' as I am concerned, juot lot Ranee see it and 
got it out. I don't want to ooo it again. 

Poloyt 

H. W. Jr t 

Foley a 

Bdt 

Bore is a memorandum tram 1110 (ro s liver purchases 
in Canada) . 

Should I or ahouldn • t I! 

There is no legal compulsion. It is the Neutrality 
law. 

32 

It is a question of renewing our contract to purchase. 
We have a monthly contract to purchase silver tram 
Canada. It is a question as to whether we atiould 

Poley a 

H.II.Jrt 

H.IA.Jrt 

Foley a 

or should not . 

Here is a memorandum containing excerpts trom the 
bill of particulars given by counsel for Rudolf 
Becht in that Universal Trading Corporation. 

AU r i ght. 

Under the statute authorizing construction of the 
library at Hyde Pa.rk, you, aa tho Secretary of the 
Treaoury, are required to approve the amount to 
be reimbursed by the bulldins branch - by tho 
library to the building branch for architectural 
and engineering services , and t h 1a is a letter 
approving $13, 500, which is tho amount fixed by 
John Carmody and agreed to by the library. 

I am sli pping when I sign things for i l3 , 000. 

Here is a proposed letter to the Attorney GenerLl 
tor the Acttns Comptroller of the CUrrency's signa­
ture , giving the Attorney General the facts 1n 
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reprd to the 1naur.nce - eelt-inaurance plan, 
aak!Qg him to taka auoh action. 

Baa Ranee aaen thatt 

Mo. 

I would 11ke him to read it and then I want the 
Comptroller to dgn it hlaaelt, it he approna 
it, Baa Tom Smith eeen itt 

No . 

I would like Banes or Tom SillS. th to aee it, 

Tbe onl7 people that have seen it are the laWJera, 
and theJ d1dn1 t initial it, and it 1a tor the 
Act!Qg Callptroller'e e1snature. 

On th1e th!Qg, I want the Comptroller to sign 1t 
himaolt if he approves it, I .. an somebod7 ean 
take i t out - don't JOU agree! 

Yea. 

Well, I mean it 1a up to the Comptroller to a1gn 
1t. 

AnJthl.ng elaet 

Nothing elae, 

But I would like to, 1 t JOU approYe of 1t, I would 

33 

11ke 1t to go out tonight bJ a1zwa1l. to the Comptroller. 
I am having to do it to protect hla. 

Be rill understand that , 

Before 70u lett there was aome correspondence w1 th 
the Government or Canada with respect to a con.­
terence on handling ot eeour1t1ee in the event or 
war, Tbe7 replied that theJ would be ver,. glad to 
participate in the conference and it should be in 
Waahl.ngton. 

Sines we received tbo letter, war hu been declared, 
and we are wondering now WbAither if we go forward 
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with that conference it might not have other 111-
pllcatlona. 

Suppose we let the "Six" see it. 

Johnny- just asked about it. 

There is a fellow named Drape~ of Dillon, Read, 
who brought a letter in that apparently- - I think 
the letter waa ••• • 

That is a separate Ill& tter. 

I think i t was addre5sed to cne of the partners of 
Dillon, :'lead. It was one of the men 1n the lL1n1strJ 
up 1n Canada addressed an appraisement letter to a 
man in Dll lon, Read. 

I got Archie and Whit e to think a little before I 
brought it up to see whethe r or not we wanted to 
do any-thing at all about i t , b ecause apparently­
this man in Canada, ..mo was the Comptroller of the 
CUrrency- or baa somo such official t itle in Ottawa, 
was asking thle gentleman a lot of questions about 
the ty-ing the Canadian !Utohange to the dollar, ley 
first hunch was that we shoula say- nothing, that 
it seems the proper way- to do it ia through the 
State Department and no t through some private i ncU­
vidual . I said we would say nothing and I thought 
we would give no answer , but I thought you ought 
to know about it because the Canadian Govel'l'llllent .... 

There is some factual information there that we 
can give that is available to everybody-, but those 
other questions t hat he aske~obviously- there are 
no answers to them. 

Was it an official letter or a personal letterf 
You see, the Canadian L!inhter 1e very sick at the 
moment and so he obviously- has •••• 

Private letter. 

34 

Vndte brought up - what I wanted the special advisera 
to see was this correapondence between the t.tiniater 
of Finance of canada and myself, and then after you 
take a look at that , then IIanes , 1'/hlte and I would 
like to sit down and talk to ;rou about it. 
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These questions in taroated me an4 I ·would 11ke to 
know - I 11011ld l1ke to see tho "Six" get to work 
on these questions becaus e they are interesting 
ques tiona and they do bring up a quea ti ttl that is 
going to come to ua ottioially, although. this i s 
unofficial , I think the question• are coming and 
it seema to me that we ought to begin settling the 
questions ; whether we are going to give an answer 
to this fellow or not is neither here nor there , 
but whether we ought to have the answers i s another 
thing. 

Is i t agreeable to you to throw it at the •silent 
Six"t 

"Sleepless Six." 

"The Slippery Six. • 

'l'his is a very dangerous game. \Ve had better atop 
playing it . 

Do you think it has gone tar enough.f 

You might be interested to know that McGrady in 
replacing Sayre in the Executive Committee on Com­
mercial Policy, is tull or ambition and worthy 
ambition and 1a going to ma.ke a little more or it . 
They are going to extend the member ship, I think, 
to include possibly War and maybe one or two other 
services, and they are undertaking a very compre­
hensive report as to the etrect or the war on 
credit, et ce t era. '!here is nothing or impor tance 
yet . You probably have noticed that England 1a 
selling, in the reports announced the last couple 
or days, securities, not a great deal , about a 
million or so, but that the net movement i s this 
way even on securities during the paet week, and I 
got a copy or a letter that was aent by the National 
Clty Bank to Mr. Burgees Which Kr, Bailie asked tor. 
I don't know whether he mentioned it, but it might 
be in eome point thia morning, making a apo~ cheek 
trom tho Bank's point ot view and Bank's informa­
tion on the exchange situat ion in Latin America , 
and it merely supports What Bailie sai d yesterday, 
that there is no acute situation except to a minor 
degree in two countries, Peru and Brazil. 'l'he 
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rest or the countriea aaamod to be a little better 
orr and their bonda are a little bit higher, so 
there is no immed.iate acute situation, 

They think they are going to have a boom. That 
ia the psychology behind what happened in tho 
markets. 

Mr. Secretary • I suggest you ask lir , Bailie to 
aak this correspondent or hie to repeat that letter 
weekly, Be could very wall do that . It is a good 
survey and it ia bettor service, I guess , tnan any­
body else hero has, 

11hat Mr. Burgess and I are going to try to do 1a 
see i f we can't bring together tho most important 
facta or that sort from various places, and we 
could bring 1t in to this mooting 1f it would 
interest you. 

Certainly. Just so nobody roola hurt , I am going 
to walk out of here at f ive minuteo or ten to get 
my throat fixed . 

SmithY 

Nothing. 

VinerY 

~tting better. 

Who won on the match.1ng laat ni&htT 

36 

I am on tbe wagon, so I am not -tch.1ng. I wouldn't 
win anything , 

Geor geT 

I have nothing or importance. The reporting eo.,­
pan1es that sent in to you the new order f i gures 
are beginni ng to collect now this new situation. 
One or them ordered right orr our chart , an all- time 
high. 

Write bia name on a piece or paper and give it to 
me. VIe have theae 26 and 27 canpanies and I have 
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alwa:ya kept i t ve~ aeeret What the:y are uaed rer . 

Harr1at 

(Ned a nothing) • 

Bail1et 

I had a long report :yeaterda:y trom the textile 
industry or the amount or buaineae done last week 
and the week before . They are 1n boom conditions, 
and usuall:y booms are followed b:y d1t1'iculti ea. 
I think one ought to r ecognlze that that t:ype or 
excited bu:ytng •••• 

Anatbe absence or bcome &lao eauaea dittieultiea. 

That 1s marvelous. We will chalk that up tor the 
beet toda:y. 

Arcbiet 

England had a short poa1 tion et about 75 milli on 
dollars . They are liquidating that b:y shipping 
gold tram Canada. They told ua :yesterda:y they 
were about 100 abort , not 75, eo there is abcut 
100 million or gold coming every da:y from Canada, 
about 13 or 15 million 1n a lot. 

Bow could the:y be 100 million abort o r dolla rat 

S1nee the tirst or January the)' have been a veraging 
ahort about 50 million. There 1a one period tbe:y re­
covered, but the:y have been abort on an average about 
50 lli.lli on doll& ra • 

llr. Burgeast 

The Government market baa opened very quie t. The 
Oovemment had bids in. I should aa:y the tirat 
reapc:aae or the people down an Conatituti on Avenue 
waa not very aat1ata etory. I think we ean well 
att'ord, however, to judge them on the i r a cta rather 
than their - wba t the:y aay, and I will keep 1n 
touch wi th that and report back if there seems t o 
be anything alae. 
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Haroldt 

Thie regul.ation llr. Hanes referred to is simply a 
mimeograph which we consolidated and will m&ke 
permanent the separate orders approved by your­
self, setting up these field divi~na of the 
technical staff for the settlement of income and 
atate tax casea. There ia one obange of impor­
tance which I think you ought to noti ce. It has 
to do with the w1 thdrawal of cases in the field 
for settlement here . Up to t he moment you have 
reserved that to yourself . 'l'hh regulat ion, 
should it be issued, &ives the Commissioner the 
authority under certain restri ctions to withdraw 
cases from the field and d~spose of them under 
his personal direction, and as to cases before 
the Board of Tax Appeals, it would give joint 
authority to the Commissioner and the Chief Coun­
sel or the Bureau to similarly dispose of them. 

Why change itt 

Vlell , as a matter of fact, the question is largely ••• • 

It 1s academic. 

•••• largely a moot question at thia time. There ia 
no pressure whatever for withdrawal of eases and 
this regulation does require this further, that 
1n the event the Commiaaioner or the Chief Counsel 
should withdraw a case, they shall report especially 
to you their reasons for w1 thdrawal . 

Ylhy cl1&.ll6e itt 

tlell, I am proposing to change i t because. Wr. Hel­
ver1ng and Mr. Uenchel both have felt very strongly 
that they should have such authority, but I see 
now no reason for withholding it. 

Let it simmer. Anybody hurt i f I don't sign i t 
right nowt 

Yes , the other changes that are made here are •••• 

There is one very important one. 
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Well now, Harold, I aa !'1ght1ng tiae to go to the 
doctor. I will aee 7ou later about it. 

You had better have that other' aheet that I eigned 
inadvertently. 

I will. 

Have you started on Procur~nt! 

Wo , I am waiting for •••• 

You don ' t need to wait for that . 

I have a letter here tranul1tt1.ng the draft of 
that Executive Order direct to the Budget to 
enlarge the facilities or the Coast Ouard . I 
don't think it ia necessary, neither with the 
War and Navy order, i f we wanted soma publicit7 
about it. I think you ousht to know that the7 
are asking for a forty- f ive hundred increase 
whereas the President approved one thousand in­
croaeo. 

The Presi dent wanted a thousand men. 

I understand that he wante 4500 men within tho 
next twelve months. 

Well, let 1a ask for 4500 men and aee what the 
President doee. 

'ftle State Department baa a cable from the 111n1ster 
1n Riga, Latvia, aa:ring that it 1a almost 1Jipoaaible 
tor bla. to sell dollar dratta. 'I'ha last one he 
aold he got 91 cent a for, that being in Stockholm. 

W1le'J'! 

Yea . Be wants 20 tbouaand dollars in American 
currency ahlpped to b.la. They aa7 ' in the State 
Department that he 1a inclined to get a little 
bit exci ted at ttmee. 

It i t 1a Wiley, he 1e ooe of the beet men in the 
service. Aek Harold what he did for us in Belgium 
on alcohol. 
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The onl.y quea t1 on I woulcl have would be the 
amount. It seems a little large, 

What do you reco~~men4t 

I would wait tor a recommendation from the State 
Department before doing &nrtb1ng, but if nobody 
hae any objection I will go ahead on a program 
on th1a thing , We will probably get e everal 
requests before i t 1e over. 

T0111t 

I have nothing. 

'I'boopeon t 

Nothing here , 

40 
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TO 

TREASURY DEPARTMENT 

INTER OFI'ICE C01o41o4UNICAT10N 

Secretary llorgonthau 

E. H. rot.r, J'r. 

DATE SEP 1 3 1939 

For r our 1ntormti9!! -

I have selected the following tow excerpte tro• the response .ado 

to a Daw.nll for a BUl of Partic:ulare in the action Rudolf Hecht haa 

hr0U41bt qa.inot the Uni.,.raal Trading Corporation in wbieb I thOUibt r ou 

would ~ putieularlf intere sted . 

In response to a request for tho nemas of the attorneys and experts 

retainod b)' the plaintl.tf and for the _.. in wbicb the loan a a fur­

thered by their a.pl.O)'Mftt, the following rep:cy wae ...So1 

"4• (a) Tbe attorneys retain.cl b)' plaintl.tf in furtherance of 
thie loan weres 

•(ll Arthur Carfleld Hays; 
•(2 Bull O'Connor; 
• (J) .Tooro.e I. Ziegler. 

•Tbl associate• who assisted tbe plaintiff ware1 

• ~ll Loul.o do 1' Aigle !lunda; 
• 2 Frod Fieber; 
• 3) s..ue1 ralda&n. 

•(b) Aa is cuatoooary in attare or this type, tbe rapreaontativa 
ot tho foreign go-.el'IIM!It, in t his cue .labassodor c. T. Wang, wee 
in constant co..mication rlth and edrteed by one directing .. mbor 
of the group, in this cue the plaintiff herein. Tbe plaintiff, 
turthel'liOre, retained and aaaocia ted hiAselt rl th euoh at to mer • 
and ot her peopla of protinence that the attar, when 1 t was to ~ 
eubooittad to the CoTOrnMnt of the United Statas, would ~ received 
in the .ast ra....,reble lJ.tht posaible. In addition to all of the 

worlt done b)' plaintl.tf, the following attars ware haJidled b)' t~ 

parties abo-.e-ouacl• 

•(1) Arthur Oartield Hays, retained fro• the nry inception 

ot t be negotiation• ~cauae ot hia - rears of experience in 
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international negotiations and financial mattera, rendered ad­
nee to the plaintitr, Allbaooador Wang , and \1', Carl Richards, 
u to t he procedure to ~ followed and th.e otepa to ~ taken. 
!!&¥• arraagad contv.ncto ~tween llorY<!J Gibaon, Relll7 C. nm 
Ela other repraoentetbu of the llanutacturere Truat ColoP'Ul7 
and representeti ... e of tbe Gcmorn.ent of tbe Republic of Chine. 
In addition, !Ia¥• conferred. with an Allbaaaldor of tbo United 
States to a EuropeOJI coW> try, wbo 1o turn conferrod with Dr. 
llelliogton !too, Allbaaaador or t he Govern.ent of the Republic ot 
Chioa to the Republic of France. In addition, !Ia¥• secured th.e 
active cooperation of Louis de l'Aigle llunds. His office and 
office facilities were at the disposal ot and uaed by reprasen­
tetives of tho Government of th.e Republic of Chioo . 

•(2) Basil O' Connor eateblished tho link ~t•oen tho group 
seTTing Amboaaador Wang end tbe off icial rapraeontet iYes or tbe 
Coven>Mnt of t,;,. United Stetea. He kept Allbaeaador Wang and 
11 . Cerl Richards infonood •• to the progreso MAla or tbe loan 
or cred1 ts, and ldrleod tbo• as to what otepa to taka in co­
ordination with his on efforts. Because of tbe great weight 
of bis personal pre stiae when the .attar waa auhaittad to the 
repreoentativea of the Gonr,...nt or the United States, it wu 
favorably received. He peraonal.l¥ preaaed the l\loceaetul co~>­
cluaion of the loan upon th.e President and tbe Secretary of Stote 
of the United States . 

•(3) Jerome I. Ziegler acted throughout as attorney and 
adrleor to plaintiff. Hie office and office facl.litiea were 
continuoual,y at t he d1.oposel of and used by plaintiff, his asso­
ciates and tbe repraetntst1vos of the Cbioese Covarn.ent . 

• (4) Louis de 1 1 Ait:le llwlda established the connection with 
and secured the cooperation of Pred F1shnr and Basil O'Connor. 
In addition, llu.'><la Mt continuously with reprasentst1na or the 
Chioese GoYenllllnt atd adYieed them on financial ..attars . llundo 
carried t he grea t burden or enter taining and social actirlty , 
and it wes at bis houoo tbat the meeting bet.oon Basil O' Connor 
and t he new Cbineee Ambo.sorul.or, Dr . IIU Shih, took place for t he 
purpose of assurin& the new AJnbaasrul.or of t he cont1nuod coopera­
tion of t he grou~ which had s erved the old Ambassador. 

• (S) SUII181 Pel.dllon, a close f riend or Yred Fieber &nd Prank 
IIUr~ , then Coveroor of ltichit:an, DOW A ttorD<!J..Conoral of tbe 
tlnitad States, 88cured the cooperation or tbe88 two """· In ad­
dition, be belped to keep the group lnfonood or the progress ot 
the loon. 
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•(6) Tree! l'iobu acti're}¥ cooperated with tbe group and with 
,bbassador wane when the tiloe - to I)Haent the aatter to tho 
00Tel'NI8Dt ot the United States. Becauee or tho great we:lght or 
his prestige and hio close friendship, when the matter waa aub­
aitted to Jesse Jones, President or tho Reconstruction Finance 
Corporation, it was &88ured or Jlr , Jones' tavorablo and carefUl 
attention and probable appro...U. Fiobor a.leo lr:opt the group and 
Ambassador Wang inforzed or the prosreae aado.• 

In response to a request tor tbe nam.a of each and every person 

b-011 whoa 11r. Hocht, his a ssociatee, and their attornsya secured coopera­

tion, consent, and approval to the conll\ll'&t.tlon <4 t he loan and bow this 

waa done , t he following rep}¥ was sade1 

•a. (a)and(b). 

•(l) Franklin D. Roosevelt, Preoidont of tho United States; 
•(2) Cordell liUll, Secretary or State of tho United States; 
•(J) Henry li. L!orgentbau, Jr., Socretar:r or tho Treasury 

or the Unit•d states; 
•(4) All Ambassador of the Unitod Statea to a European 

eountr:r; 
•(S) Attorney-General Frank llurplv 1 
•(6) Jesse Jones, President of the Roconotructlon Finance 

Corporation. 

• (c) Ae bas been outlined above,U>o matter was presented to 
and urged upon the Preeldont and the Secretary ot State b:r Basil 
0 I 0oiUIOJ' • 

•Tho uttar was also sw.itted for tho appi'O'I1ll ot an Allboa­
sador or the United Statas to a I!Uropean countr:r b:r Arthur Gartlel4 
a..:ro, in order t.bet no European dlpl...atic obotecloa should arise, 
unknown to tbe group, to interfere wi tb tho conauautloo or this 
loan. 

•Tho ravor&ble attention or Jeooo Jonoo wa1 secured through 
the arrorts of fred Fisher. In turn, Jlr, Joneo obtained the faY­
orable reaction or Secretaries Hull and llorgenthau. 

"Attorney-Genoral frank ldurphy, through tha intervention ot 
Fred Fioher nnd S&lauel Feldaan, urgod these credits from a purely 
doaootie Yiewpoint. 
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•(4) IlK &QJ ot tbe&6 reprea•tatina oppo...t tbe craotiDa 
or tbeee cr..Ute, tbia loan had UtU. cb&cce or beiDC aPIII"o•od. 
With all of thooae pa-aona intareetod 1D bri111ina this loan about, it 
- baatallod and closed with practlcallT no 4elq. Without tbia 
cOIIPlata cooperation, tbe attar Jli&ht ban dre«&ocf. alo~~g 1D:laf-
1n1ta1J.• 

In response to a request for tha n&80S of eaob an4 aTer,r parson 

&llagod to have requutod on behalf of tbe OoTernMnt or tbe Unitod Stataa 

a finanol.al odseion of the GoTOm.ent of China for tha pzrpoae ot aorlciDg 

out tbe datalls ot the loon and the tiM wben and ..,.,.r 1D which each 

.._. t 1a &lla&od to ba..., been Mde, the tollowilll repl,y ..., Mde1 

•12. H•IU'7 1. llorgenthau, Jr. raqueatocl ot .-aaodor wane 
to be .. tbe Chineae OonrnMnt aezd OTer a tinancl.al odoaion to 
work out the detalla ot the loan. ru. raq ... t ..., -· 1D tbe 
tirat ... It ot Se~, 1938. Tbe aact data and place ot auch 
request are IIDimown to plaintitt. • 

Thoo repl,y to tba llooMDd for tha Bill of Particulars does not &1•• 
all of tbe partleulara e.aked for and llr. Lawrence llorria and llr. C. 0. 

Dcmahue ban uzder eona1darat1on, a t the present tae, tbe odTle.abllit)> 

or Mlt1J1& a deMzd ror furtber porticulara. 

f.N-rt· 
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~ OP CIX8PiBIIIC& 

I!Ntiac 1a ~·· ottica, 
&eptebw lJ , 19)9, 

Bet- the 8ecretazy. Ill'. JtmiN aJI4 Ill'. w.u. •• 
•• l '''l' CS*PP I 

(»oaera. -·· Ba1llo,h1a, 
rolM1, lbit., Coc:hr&D aJI4 Cot­
t oe, pre .. nt . ) 

l . Prior to the &rriftl. ot Ill' • ..U.. aJI4 Dr. h ia , the Secret&r7 
expl•''*' to Ill'. Jc"'ea that tho propoeel _,.unc trc. t.be lbito House 
aocl ~be Depe.rtllent or ste.te ao to what the 1hdt..S statea ahooil.d apouor 
at the ,._ CooteraDC& in the Mtter or fiJ>ulcial collal>aration W 
been put up to the Tria...,.,. a r .. 4qa ago 1a the tara ot the attachlcl 
orijhal dre..tt rooolution. The Secretary ao.1d that at a Meting lut 
Dictit 'lith Dr. hia, it wae lllda clAar that loaD& , aa distinct h-001 .... 
CUl'ed etab1li&&t10D oparat1ono iD accordance with stabUiaation I'UDI 
procedant, would nnt ba uda out of tho stf.b1l1zat1on l\Uld. lie uocla,_ 
at- Tala to eq that llr. JoDie bad told b.1.a the BFC could do • ­
thine to gin the !:xport-Iaport Bank add1t10D&l laocling power. lie &leo 
\locloratood hie to 117 that no dotiDito owu would ba Mlltioned at PaD­
ua iD cODD&ction 'litb what the 11Dited Stntea 111sbt do aocl t hat tha in­
t action waa to gat alone aa beat wa aigbt '11th mating flu>cla nntU 
Congr.ao could ba aolcad tor ldcUtional •onq for the Export-Daport Bank 
at tho Dext regular eeaeion. 

11r. J onao ao.1d t bat he bad been approe.ched iD thio -ttor aocl bad 
8\liiOOted to Feio a rertoioD ot the ototoaant II!Uch it wao proposed that 
llr. llollae obould llllca eponeor1nc the reaolutlon, bacauao bo t.houcbt 
that tbe original oul:aitted to b.1.a conetitllted an open imitotlon to a 
roqu .. t tor loano wblcb wo are not iD a pooition to llllca. 

The Secr&t&r7 aJI4 llr. JOD&a aa:ro..S tbD.t the rnioecl atote..nt, u 
par the attoched dre..tt, Mt thil objoot10D aJI4 it was approncl. 

11r. Jonao ao.1d be wooil.d l.1n to explain tbe powition ot tbe BFC iD 
co!IDiction 'lith Latin Aaerican loaD&. Tbe BFC woulcl prefer nnt to take 
.,..r popor trc. the J:xport-taport Bank except in all ...-pDCT, but 
rotber, in Yift Of Otot.IIIDtl Jllo, JOD&I bad 81da to C<>Dgr.llt ..0 1\lCh 

loan& ao wooil.d ba poooible dire~, 8e b.,...,..,. wants the !:xport-taport 
Bank to necot1at. a\1Ch traneaot10118 eYaD it the 80fW1 C .... from the BJ'C, 
Be oaid that t be RPO, it . u .._, to do tbingo 1a ito """ wq, coulcl do 
all the buaiDIN that wooil.d ba ..trloable durlng the DGt f w -.the. 

2. After the &rriftl. ot Jllo, llelleo aocl Dr. Fete , tbe Secr&t&r7 oai4 
that the !rou1117 -. cle4 to 111 the r.- eoaterence take place ... 
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~ .. all U ....,...:z, ..U M IOOfiUtoo. .. 1.111U.oote4 0~ .t 
tM .V.'-" M bo _.. lr tM 11d.W ... teo J41Pi tllllt&Uft u -­
SJII \be reeoluUoa, oo per tM ottoollled 4N.1\ trQUNW lr .... 1-, 
..s ...,..n.4 ....... u ...... :a..u .... Oil tile ...... ~ .. _.. "'"' 
,...... 11bot tw.da on oftila\le fer latW •too flMaaiol ooos.no- 1a 
l.atia AMi'iOOJ 11014 be 11J11l8ntoo4 tile u.tea\1011 .. to 10 to CciiiiWI 
fer ..UU.-1 t.da u4 ~t. it ww14 bo •bo.rrooeSJII t.o -too t.M s-
JII'NdOOl tll&t flmdl ..... ....ua~ u ............ ~ froa - tll1rV .. 
t...V .uu ... ~- .... z- II1Pt. "'" .~ to IIQPPlJ' - • -' f--u.. ... ..,...w t~oat, 1t c....-•..,.. later •1110 .... u ~ 
bo praoUoa~ t.o pt aatlooriaUOD f<ttr \be t.Julfer ot \be 1 1n1 .. 
'tlal.aiiH ot - tuO .uuou, ot t.M ar1aiM1 tl30 .uu- Ht oou. 
out. ot ~ pll. )II'Ot1t. • \be Ool4 .... •• jet ot 19)4 1a \be bulla ot 
\be hd...t l'OOU¥8 '-Q for i.t-.triol "-• f<ttr- U l.atia Jloorioae 

). !U .....u.t no- ..S til& ....-ioed ruolJzUOD ..... qrwa4 too. 
It ... oUo .....- tllat ... 4.tiaitoo ..... to ..... \be u. s. a1«bt ...,. 
a...U..~ llloal4 bo -101le' at :.a-. 

nc,.n~au 

\ 
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TM 4~ioa ot .,_ .. 1D Jllarope M!f be expected to 

renlt 1D a 41aloMUoo ot t.be ~ cb&DMla ot tra4e 

ot t.ba ~- lepl'blloe ...., U.C.'bf to atteot -t&r7 

...., c_...l.al NlaU-.bipe -c t.be ~- Repat>lleeJ 

It 1o ~ to attaiD collabcntioa UOIII t.be 

JMriC&D Repl'bllce 1D li'fiDC couideratiOD to U.. prot.J..e 

t.bua create4...., to t.ba -...reo which it..., be tOUDd 

appropriate to tab tor t.be1r lllltval. ""'""tiP 1 

TIM ~ate ot t.be ~CaD Repl'bllce 

RISOLVIo 

t.be t....cuooeo 

•• ot oou14•r1Dc UJI1 pro'bl• ot -t&rT 

ot iDtonaUOD&l ~ eUuat1oD 1111.1cb M!f be 

-..ted to it 'bf t.be oo .. xwt ot om ot t.be 

Jloarlcaa Repl'bllce , ...., ot otteriJIC ita reo ,, 

'b. ot proor14iJIC a - ot exoJ>enp ot 1otor.a­

Uoo recard1Dc 1v.o11 probl- uooac t.be GcrN..-..te 

ot t.be ~O&D .. pl'bll .... 

!M .ldrlaorJ eo-itt .. ellall cooeilt ot t1J4.-bezoe 
elected 'bf t.a.. OO••u••,t• ot tJM twuv-- ,...-~- 1 
ltepubUco, who ollall be peraooe ot aclal001lad~ expers..q{e 

...., coapetoace 1D aooetarT ...., exch•np -.(tore, end 1 
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SeCODdl 

To 1nrtte tbo Clo'rermellto ot the .AMricen bp>blico 

to be prepared to ub an.l.labla twlda tor tba -s-t 

ot ..,.,.tary aDd e-rcial relaUocllhipe uocc tba 

Aatricu )!ep>blieo. Pro~ relatiDI to nqueeto tor 

tha .nena1on tbreu&b thaaa tiiMa o.t tocUUiaa tor t.ba 

-c-t ot particular a1tuet1ooa ~ be preHnted to 

tbo .a.triaorr Cou.ittea tor cou14orat1on aDd reeo• Ddotion 

I!)" ~ dl.Hctl;r intaraotad Oo\'v ... llt. 

lacb 11141v1d'I»J. Garar..allt oball rata1n cc,..plate 

power or daeiaior •• to whatbar to pl"''fido t\uldl tor the 

otoretaid p>rpo1oo aDd ovwr their •pl.oJMDt 111 aecordtnce 

with~ ac:r• ·=>to tor cooperation or UailttAeO that~ 

be raocl!ed be-n tho 11141v14'1»J. Garor,..Dto. 

\ 
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(Dtli81 JaAft IIIOLOI'IOI) ...... 
..-1' 1a a tie'-*'• et U. --.1 * 1

• ot V... 

ell tile W.'- a.poi~Uoe ad. tllere't- to a.tfMt -tuJ 

ad. o-uo.l relatiaubipe uoac the AMrtou a.publica1 ... 
It ia 1aporli.Dt t.o att.o.iD eoll.aboraUCII - the 

Uw'iou a.pablica ill &i'f'iliC CCIItid.raticl> to tile prob:UM 

~-t.e4 ... to tile- 1111iob it ., ... fOIIIId 

appropriat. to t.ab tor their ..-1 ~-tap, 

ftoo GawuNoata or the AMrtcu ,.pabliea 

~"' 
l'irato 

'1'o oreata., Illt..--1ou A4Yiao17 a-itt.. 'lritll 

tile t.ou..o 

•• ot eo~~tideriDC U1J pro~ of ~ 

ot iatcati~ ...,wt. lli~tio" ..uu a, lie 

pn...te4 t.o it 'lllr t~~e Goow t or ooe ot tiM -1- l•pal•llca1 ad. ot ott•illl1ta roo '"'a· 

u- to \!!at ~~ .., 

\. ot prcoY141JII a - or uoh•nc• or illtona· 

U. ......,U.C nell probJAM UODC tiM Goou• nb 

ell ~ Uw'iou .. pabl1oe. 

ftoo Jd'lr1MI7 c-it- allell oo,..i at or tift -~~era 

ehrMd l!r tile Ooow h .t the t.....V- ..n-
•u "'•• ..... allell be pertiOIIII of a"-led&ed ~rJMca 

- II I £ t..ae 1D ~ &D4 pcbenp M ttAra, a:nd., 

ill 

51 

Regraded Unclassified



-2-

1a \a. - ot ~ r rs·-uoa ot • ~ i.wol•­
iac Uit Oo•ez •rat. • Ocrrez 1 1111t1, • dwpt e reJ~N­

Hniiac .. ch ~ a~• aonr ..... ,. 

a-.41 

to 1Arlte \a. Ocrrer - ta ot \a. -1-

Repllblica to be pre~ to dlecu11 the -t &JIFO­

priata - or prorld.1Jo& tor ~ AlbU1t.7 ot ......terT 

aDd •-rrci&l rU.Uouhipr """"'U.. - r1ct.n­

p.a_bl.lce. 
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'l'bo tTalt.ed Stat.~~ Clc>nr- neb .. to coopvste witb 

all otber Aael'ican lleJ"lbl.ica ill the attorta ot •eb lleJ"lbl.ic 

to denlop the 1'880\11:'0 .. ot Ua country, tJld wben doail'ed, 

to aadd tba ill obtahlnc credit "qr -.Jd.ac aftilabla to 

t'- the a...n.,.. tJld taoJ..UUoa ot ita prift~ ........, 

be•lr1nc qat., aa wall aa ita Gooo..-ent .......,ioa wbon the 

lett.,. ba ... t'uDd. aftilabla fOl' aueb poll'pGHa. 

In tilla~~Ci.nc C111'1'81lt •tt...a, U ia ~ t.bat olll,y 

llbart-t.... 01'8dita • 01114 ba %'&q\INte4, but ill the pol1'Cbua 

ot rail tJld aill. eqniJlMnt, baa~ po4a, at cat...., lonc.,. 

t...a aredlta appropriate to the c11'c ... tanea w01114 ba :ra­

qlliredJ &lao it; 1a l'aCocniMCI t.bat war oo..UU<mo~ ..:, &bitt 

certa1a llltan.tiOJ>t.l -· CIU'l'anta tJld tba .. wUl ""' 
ta ba ta.boo into accOUII\. 
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~~ 

DEPARTMENT OF STATE 
WASMINaTON 

Septeaber 13, 1939. 

117 dear Xr. 8eoreta17: 

I enoloee a oop7 ot a 4ratt etateaent euggeete4 

b7 llr • .Jeaee .Jonu. 'l'hle 1e a re4ratt ot a n1'7 prelta­

iaarT et ateaent that I pat betore h1a 7eeter4&7 an4 an 

liiProTeaent on the or1g1JI&l 4ratt, I t h1Dk. It 1e all 

etlll OOIIPlehlT 1n the t oraat1Te etage. 

l!nolonre: 

Dratt. 

!he llonorable 

S1noerel 7 70UI'I , 

llerbert rete 
A4rteer on International 

leonoaio Atta1re 

llen1'7 Xoraenthau, Jr. , 

Seeret&rT ot the freaeur~ . 
l(t?) t 

< 
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8ept .. ber 12, 19~9 

!be United Stat .. Oo~eruent w1ebee to oooperate with 

all other Aaer1oan Republ1oa 1D the effort• of eaoh Republ1o 

to de~elop the reaouroee of 1ta oountr:r, and when dee1red, 

to a .. let thea 1n obta1D1.ng ore41t b:r ll&llftg a~allable to 

thea the ••~1oea aDd fao111t1ea of 1t a pr1~atel;r owned 

banlt1ng e:retea, ae well a• 1ta Oo~ernaent ageno1ee when the 

latter baYe tunda a~a1lable for auoh purpoaea. 

In f1D&Do1na ourrent aattera, 1t 1a upeoted that onlJ 

abort-tera ore41 ta wonld be requeeted, but 1n the purohue 

of ra1l and a1ll equ1p .. nt, heaY;r goode, et oetera, longer 

tera ore41ta appropriate to the o1rcwutanoe would be re­

quired; &lao 1t 1a reocgnlr.ed that var oon41Uone aar eh1tt 

oerta1n 1nternat1cnal trade ourrenta and thee• v1ll need 

to be taken 1nto aooount, 

' 
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la ,._ - .r 'be -lbNU .. et a prMloa lll~,.. 

u. a~~r llo-..••n w Gon ..... h, a aoleph :cpu 

HIIU .. oaeJs 41ron1J 111\0NO'M Oo•w lat • ..... ,, 
to tanto \bo Oo"••-'• of " .. ._rtou 

..,..Uoo \o bO prepand \o oono14op ~-' PNOUO&l 

.-4 oaUofao\01"7 _,. of pPOY141 .. for \be o\..UtJ 

ot •••tuT U4 •-rolal. rolaUOIIOhlpo ••• ,._ 

"-•loaa llepUlloo. 
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OIENCJIIl AL COUa.!81.L 

TlitCASUJt'f" OC~AlltTN !lHT 

WMHIN OTON 
SEP 18 1939 

"'- qw.ooUoa laa.o U"iooa ... tile,., wUiln\ nolaUac 

-uoa 1119 of Ulo !arltf An et 1110 (O. I.C. U\lo lt, ooo. 

llllt), Ulo c-looto .... et Ou\Mo - ll.ol4 ·- ta a..,~,. ... 
Uoa ... lob owu oonata ~ooolo. U to 11114no\oo4 \lla\ U>o -

'ber ot ...,.oo bol4 .. oo aot ooaoU n\o a ooa\POlltac ta\oPoo\ ta 

U>o oo~aU• a4 Ulo\ U>o c-looioaor to aot aa otfloer or 

4lroo\or 1a Ulo oo~raUoa. I\ 1o _, oplalu Ulo\ bo - llo14 

nab otooll: wtU>ou\ nolaUoa of oooUoa 1119. 

looUoa 1119 of tbo !U"ttf .Ao\ ot lt30 pron4oot 

•• paraoa -107od -.r Ulo -ll.orlt)' ot 
U>o '1111.1\M 1\a\oo, 1a \bo oollooUoa of b.Uoo oa "-""or t o._, *all-· o1Uler la wbel o or 
ta part, .., ~oool, or aot ao -•· aUorM7, oP 
ooaotcaoo for \bo owaor or -•• of.., ~oool, 
or of .., oarco or la41ac oa 'boar4 \be .... , aor 
ollaU &1Q' •* porooa ._,.,, OP 'bo oo-rao4 
u..-q or t..Uootq ta tile ._r\oUoa ot , .., 
aorabuAioo f or oalo la\o Ulo uai\od S\o\oo. llnP7 
porooa """ nolatoo Ul.to ooottoa oball 'bo l~lo 
to a poaalt)' of teoo. • 
fbo flro\ quo\ loa 11blcrb _., 'bo 4o\ondao4 .to wbe\bor 

\be pllraoo 1 oball - oi\bor ta wbelo or la part• rof &H \o a 

o\olllilo14ar1 o ta\oroo\ 1a \be pro-t)' et \be oo~araUoa. 

n to, of eovoo, wll ooU lo4 \ll.o\ \bo oo~raUoa, 

ao\ Uo o\o4idlel4oro, -• tile oorponh prop•r'T• 

"'ldl.o \be o....,..14aro aro ta\oroo\o&, et - · 
ta tile p...,...t7 et tile oo~Uoa, 9• HI M\ 

'" DMn "'""' '' -r 
1
-' w·e; UM ....­nuoa, - u a1-, to \ll.o - · • not._, 

OorporaUoao , ( ltl7 .... ) ooo. • · (va4nooortac 
~1 .... ) 
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1 !1>8 UUo w U.. properl7 o1 a-- 1o la 
~~ flo\1\loua ent1'7 0&1114 tho 1oorpora\loa1 

a4, lf 1111 U.. ohak wro ovu4 117 a oliiCl o 
porooa, ho onl4 aot 117 h1o oo_..oo atfoo\ 
t.U lecal tl~le. • btfal.t '••p. lrpat ta4 Wt­
J)notlt Cti y, way ht A llv\rio Ll4t c,, • 
(LT. 1900 16 LL 11011, 1507. 

0!hoooo .... ral prlaclploo ntf1ol•tlT 
oota)lloh U.. 4oo\r1M 0.\ \ho ..,..., of all 
tho -1\111 otoak of a oorporaUoa 4oeo •t, 
-atoro, owa Uo propertr, or &liT of U, ao4 
4ooo ao\ hlaoolt lloOOM tho oorpOJ'aUoa, ao a 
Mnrll1 puooa, \a owa 1h proportr, 0104 4o lh 
lluoiao oo la hlo owa ..... lbilo ~o oorporatloa 
uioh ho 1o a Mro otoakhol4or of U, a4 aoth­
liiC oloo, 0 bUoa L loffw, ('flo. 18U) 20 
•• w. 1187. 1188. 

tho proporv of tho oorporoUoa w eoan:r l-eal Utlo, l•'•r y. 

JUK, (L T, .Qp, 1908) 99 L T.l. 290, IWlarlT, tho ..,..., of 1111 

tho -l\111 otook of a corporaUoa lo aot \ho lop]. owaor of tho 

oorporato prop•t:r oo ao \o oaU Uo b1a \o aatatala roplo'fla la 

b1o """-· bUoa t• loffMI, ('fl .. 18U) JO LW, 687, S61, 

LiDwloo, a .-it IIC&l&ot a oorporaUoa the o\oak of vb1all to *ollT 

ovao4 117 tho 1Jalto4 1\awo to aot a oalt IICalu\ \ho 1Jalw.t Statoo. 

nou lllpnrb L v.uu ltatu n .. t Corp. , (1922) ue v. 1. ut. 1 

.t. COII'to:ruoo of proport:r to a oorporaUoa tho owctbo14ero 

ot *lab ero omal1lo1nlT ...,ooo to ..,, a coan:ruoo to a porooa or 

1. Ia .,. qvoUoa llero 1an1n4, U lo Mt .. _...., \a 4aolb 
•\her _, .. , '17 tho o-ioolo•r of 1111 or .Uo\aaUallT all 
the otook of a •oooo1 owa1IIC corporaUoa to a nolaUoa of ooc\loa 
091 of tho !erlff .t.o\ of 1m. !hoot quou .. l o opooltioallT ..,, 
4ac1414. !h8 "'"" ....,...uac oo,.low o\aak -ohlp ere taoorwt 
-•lT to ohov bow flralJ oota1111oho4 to tho ralo \hot tll.o ot­
ho14oro of a eorporoUoa 4o ..,, owa - oorporah prop•t:r. 
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1*'••• et .ltri ... u....... ••nl.•'• n...., hrlr. g.. y. 'ce!t'M·· 

(Ta. 11101) 11 I.L 796. A oo~l'aUoa la wl• • all• ..,., a 

-Jorlv ot tu •'o* .., 1.-f'olllT uu u u. " 11.-1 .. -.-. -

~ M alt..• ~ M\. ftl••taa "p'• Ct. y. ftnt WlfMl 

:111111< of :h\\o, (lla) 7 Moat, uo. .I!Dl.rat l'tl* y. r.n. (LD. 

Oel. ltzl) 381 h4. .of, 401. Ia !!ec!,p t• ....,..., (lMe) 11 J..l, 

q.J, (LI. ) 110, U wu hl.4, 11114or a '""'*• rootrlnhc Ula ....,t ... 

h7 of nooolo t o tllooo l>olo~ac to JrlU• .UJoo'"• Ulat a noool 

boloactac to a :lr1Uolt. OOIPOI'aUoa wu oaUUo4 'o r11let17 -

tllo'ICil - ~oro of tile oo!plr aUoa .,..... forolcMl'•· ht JC, 

Jle!el er., c .. u_w'"" 114 lll»v Co., [ltlS] a A. C. 307 ( ..... 

of Lor4o), 

A probloa alallar to tile oao lanln4 1a tllo latorpr.­

"Uoa of, .... pllraoo o..,., oltller 1a •1o or la pert• wu proooatof. 

ta ""''• "'"' y. J)p]mn • """' Ct .. , (ltot) na 11.1. aa. 411. 

!be ..,'llva An &No U ~tor.., ....uro.a oo• 'fl to-... 

pon la lator-"to or fol'alca oo-roo •ur orUolo or -41'7 

• • • ~- U .., owa la olt.alo er la ,.n, or la ~• 1\ .., loan 

UT la\oroft 41roft or lallroot I 0 I , I U ftO ~U \loat \lla' 

'""'" ua •t prelalliU a l'allroa4 .. ,._. f..- tr..,.nl., 

anloloo •....raetwr .... llho4, , ......... or ...... liT a"'"'"' 

oorporatloa la •1• t~ l'allroa4 11 u 7 wu a ... .,.,, ..... 

Aa ~lo ot a •"t'fto Ula ...,_ .. ot *lib la .S•"• 
to 100Uoa llt9 le fo'DII. la 100Uoa Ml of leY. Ita\, of 18ft (0. 1. C. 
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UUo 5, .... Ma), wlt.leb prorltoo Ulai M penoa -laie4 io illo 

ottl .. of ...... ....,. of ille beUV7 1ebell 4lnoi1T or lMlreoilT 

M -..-..4 01' laieftlie4 la OaJ'Z71ac ea ill. Ma1MII Of ire4o 01' 

o_r .. •. tile .... u ....... -- ille laia .ta4rw llolloa -

4ltqaallt1o4 rr- llol4111C illo ofttoo of leor.iUT of \!1. be&IU7 

11•-•• of lt.1o _..lblp of 1\oolt 1a a larp .. \or of oorpora­

tloaa. It -aro4 ilia\ Ill'. llolloa llo4 ..... , \o h aa oftloar 

or 41no\or la aliT of ill• or \o cln lt.io •"••Uoa io illo aoi1n 

_...,, of Ulalr llulun prior \o aa..UC ofn... li ,.. rale4 

'b7 ilo. ~Uonq -ral illai ill. an .,.....lbip of •io'* la illa•o 

oorporau.,... 414 aoi ..t. Ill'. llolloa 4lnoi1T or la4lrooi1T on­

oorao4 or laioruia4 1a OaJ'Z71ac oa \llo 'lnloiun of \re4o or -

aorco, aa4 ilia\ II. ""'• ilooroforo, ""' road.ore4 '011(11al1f1e4 '117 

ilia\ 1eoitoa \ o hol4 ilia\ ottl- (lt29) 36 Op. A\\7. O.a. U, 

l~lt. 

Ia 4eiol'lli&iliC -.iller ilia pllraoo '"""'• ol iller b llllolo 

or la ,.n• rotor• \o a nookllol4or1 o la\oro1\ la ilia -orv of 

a oorporaUoa, U lb0'1114 llo ro ..... ro4 ilia\ 110Uoa 5tt of ilia 

!ar1ff ~• h a orl.al.Ml 1tawto aa4, a• .,.., IIUi llo oir1oi1T 

_,,....._ llill ilia\ ta ala4 aa4 la now of illo •illor1Uoo llolt­

iliC ihai a oioaldoel4er'o tailftoi ta ilia _...v of ilia oerpera­

Uoa ll 110i a lailftli of -*ip, U .....U - illai ilia o­

aholo .... If Ouiou, 1a ilia lli-Uoa 1111401' tlo .. olo .. W1IU aoi 

M "l'iolaiiliC ilia ;prntalou of 10oitoa "'· 

co 
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a .. uoa M h Uri"' hoe U.. Aft ot ~ell 1, 1?t9, 

1 It&t. ae. .U \M ,.__, '-n.l •'-'-' la U.. lao\-olW 

OPlaloal 

•n ._ ... .,_, at "'- tlool ot \!leu ·--• 
\lie ~·· ut an --..uto u.. ~-• v1u.,.- aoo or \lie IIIJidSM ton Mt u..r.-
ton Ut ao\ llaft la ala4 ol-Uoao....., aa 
U.. oao -FO-W." 

Monn.r, ._, oooUoa wao -w late U.o ..... It&t. ot 18ft aa 

110Uoa liA8 M4 lt.ao ... oa r-a\MlT "'-'"' la n)ootuat torltt 

aa\0. 1a -· lNOMO-h 0.-snll 11&1 Mt -· tU to oalup 

tM •- ot \M aa\, 

y...,. attoaUoa h lavlW to a 1ottar ~*'· .._a,, 

.U.lalotraUn .Uilotaa\ to \1M looro\ol7, (WI0\1& la Ou\oao l'erooa­

aol 01I'GIIl• •· 120, w...-or 115, 1m, la •lola U - otaW \Mot 

\Mro lo ao 1~ prta.l~lUoa aptut tllo-. _...,,of otoak 

\Ia\ _. ot&ak -rllllp olooalt 1>o .... ttot ao a Mttor ot pollq, 

"' eplaloa, ot c001roo, h pro&lcatot oo1o:Q' - ~ priac1ploo. 

Ia an"lYlac at rq eplaloo, I h8l'l M\ onrl.- \1M -

oluloa ot \llo lolloUor of •• 'h'eanr7, 4atot 1111r t, ltlS, •tdl 

naalloo a ooatraaT nnl\; vlth that ooaoluloa I • ua)lo to 

!M faob Ff-\1& u aot tanln tM aoo of tho •r­

JIOftM Uvioo to .-5 2 '•':~¥ or laW faltll \lie ~ 

_._ ot MOtlla Itt. 

£1 
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DatEd SEptmbtr 1:5, 19:59e 

Rco'd• :5al8 P• m. 

Secretary of State, 

Washington. 

16:51, Sept ~tr 1:5, 6 P• "'• 

FeR TREASURY FRO:.! BtJ'l"''ERWCRTH. 

As forecast in No. 645 of ll4y 9, 6 p. m., tilL 

Bri tish Government baa now takEn powers f~r Establishing 

n totalitarian syat~ for tht prosecution of thE war . 

1f1thin 4 wltk of the dtclar4tion of Vlarf thcat powcrs reach 

fnr beyond those gradually acquired ovEr thE four yEars 

1914·18. 14orcovtr the methodll and aims tnvisaged for 

thE uoe of thESE powers encompass in their external aspect 

alont 4 far widtr and mort complex acop£ of activity which 

can but havE much mort far reaching effects upon ncutral 

countri ts and !)artieularly upon the United Statts. In 

the given cireumstnnecs or the moment 4ny atto:pt to set 

the picture aa a whole can only be baaed partly on fact 

and partly on conjecture but it occns worth whilt to try 

to predict ns far as possible thc mai n objecti ves and t a 

EnvisagE tht tcehni qut that will bt nttcnpt tde In the 

first plnct though Great Britain may now bt descri bed ae 

a 
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a statc with full totalitar i an powtrs i t cannot bc 

dcsori bcd as a statc with a totalitari an admi ni stration 

bEcauot (A) thc p~rliamentarr mechani sm for protcst is 

still oblt to function . For cxampl£ Lcith•Ross tol d mt 

in confidEncE that ht has bttn advocating a dircct tax 

on wagts to bt collEotcd at sourot and had bEEn informEd 

that Parli~tnt would not stand for it. In totalitarian 

0 El'111.:ln1 the ooncEnt,.ation onmp os an admintst.rat .··c wEapon 

functions . (B) Tht various cmc~grnoy ~owcr~ arc at 

prEarnt bting adm1n1stcrcd by dtffcrcnt d~partmEnts working 

EmpL•ically and as yEt with little coortl.in" t i on. In Ocr­

nnnr thcr < is a machinE for thc control of t r adE, industrr, 

i'inanoc, Etc . ~thich is bastd on a oo~rdinllttd organization 

with o hiErcrchr of comm11nd. FurthErmorE thE usual and 

natural British mEthod of harmonizing thE EndEavors of 

difftrEnt public bodi ES through thE ptrsonal rElations 

of thEir various administrators is at t hE moment disrupted 

bEcausE of thc crcation or n£W dcpcrtmEn~ aannEd br ptr­

sonncl half of Ylhich arE drcwn rrom outsidE thE civi l scr­

vioc, housEd in improvisEd quarttrs wi thout adEquatE faci­

l i ties . Bri tish Economic polior as in 1914-18 will havE 

the twofold purposE or (A) obtaini ng ESSEnti al supplies 

wi th thE l East possiblE coat i n tErms of Britai.n ' s forei gn 

EXChangE 
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txoha~t rtsourc•s , •nd (B) tht di vErsi on or suppliEs rraa 

GErman~. US£ will again bt madE or Britain's control or 

ehip~1ng, and or wartimt agrEEmEnts with neutral countries 

dtsigntd to limit thE suppliEs th£~ will furnish to Orr­

many. In ntgot1ati ng thtat agrEEOtnta GrEat Britain has 

tht advantagE 0~ a rraturE or tht prtetnt Situation WhlOh i S 

in contrast to t hat of 1914, namEly that Germany now 

starts the conflict short or rordgn o:r.h.lng•, -.w1 .!lUst 

therefore tn~Eavor to obtai n adtii tional suppl~Es Ly ovcr­

drnw\ng hEr crtdits with ntutrat countri rs as hrr capacity 

to r~nort 1s curtailEd by htr military rffort . Emphasis 

·1~ll tbtr E~orE :>E pl actd 1n Br i t ish policy on furthEr 

undtrm1nins Gtrmnny1s txport trndt . Every mtans is 

bt1ng Explot·td of bringi ng prtssurt to b Ear on nEUtrals to 

rtndEr them rEluctant to allow Orrman~ to overdraw hEr 

clearings with them. ThE gEnEral aim is to bring Germany 

to a point whcrE if shE muat obtnJ.n mort than a orrta1n 

runount of suppliEs from cont i guous ntutrals shE will havt 

to r rsort to forcE and thus widen hrr m11itar~ front . A 

nEW and intErEsting tEchn.iqut l i te i n tht opportunE possi­

bilitiEs whi ch thE ~oungtr brains or thE Ministry of Economic 

WarfarE SEE in t h E plans for largt purchasES Of EmpirE 

and othEr suppliEs of important commodit i Es which thE 

Ministry of Suppl~ and tht Pood Control Department art 

non'! 1d~4 na 
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oonaidcring, ThESE departments arc raced with the neces­

sity ot obtaining essential aupplita without ~usting 

Bri tain ' s foreign exchange resources (the Ministry or 

Supplr have al.rtadr taken over the whole Australian wool 

clip for cxampl£) w1 th a vi tw to uSing the surplus btrond 

Bri tain's own needs tor the obtaining of other products 

6& 

on thE most advantageous terms , The Ministry of Economic 

Warfare see in such a poli cr the means of obtaining con­

trol of s large proportion of world supplies or some im­

portant co~oditics , centering t heir salt in London and 

poasiblr also using them in barter deals or compensat ion 

arrangements which would increase Aritain1 s power cf pre­

venting suppli es from going to Gtrmanr direct and of under­

mining Otrmany1s export tradE b7 exchanges with neutral 

countries tor products which tht1 might furnish to Germaey, 

Incidcntallr Anglo-French buying is to be carefully co­

ordinated, These tY.e.mplts provi d e a glimpse of thE magni­

tude and ramifications which British economic policy is 

likely to encompass, the task of coordi nat ing the effort 

is obviously t remendous , The rnw materials will bt allo­

cated to British industry by t he vari ous agencies handling 

their control; the Treasury will allocate thE foreign ex­

change end the ntw capital which may bt issued; the mili­

tary departments , through t hE Ministry of Supply, will 

have priori ty in materials and manpower ; and thE Ministry 

of Food and tht lHn1stry of Supply will be engngtd in 

large 
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large commodity transactions and the Board or Trade will 

control the exports and imports . The Ui nistry or Economic 

Warfare, however, muat have recourse to many or the con­

trols in thE hands or other agcnoira to turthrr i ts objeo­

tivrs. TherE is as yet no onr person who is rtlitvtd of 

other dut iEs whosE sole function i s to coordinatE the ef­

forts or thE v~rious departments . Therefor£ it is impos­

sible to asu Ess ·;bE speed w1 th wh1oh the eeonou:t.; r.nd 

financial poliel ts as a whole will bt ct·ystailztdo But 

certain implications or£ apparent . The urgency of nrtd 

~nd thr av-.ilability of supplies will of course make for 

large purc~~SES in the Uni ted Stat es mtlrket but two rae­

tore will crrtoinly operate against this and n third fac• 

tor may or may not . (1) Thr British (and Frrnch) dtsirt 

to conserve their frEE foreign exchange rEsourcEs as much 

ns possiblEo For txamplt thc British TrEasury has in­

structed the British tobacco oompnniu to cEase purcbnsca 

of American tobacco. (2) Strat Egic purchases in markets 

contiguous or nisr Otrman7 and Italy either (A) to prevent 

such supplies reaching Ocrman7 or (B) to increase political 

C: lEverage through rECtification Of thE balancE Of paymtntso 
..... 
<. Por txampl t a tt tmpts art bei ng mnde to pure hast l arge quan-

u. titi ts of ltad from Yugoslavia and dried fruits from Tur• 

~ key. (3) Shipping, which involves the whole question of 
::» 

the availability nnd safety of ships under submarine war-

ta.rt conditions, thE length of the haul and whEther or not 

a ballast voyagE is involved. 
HPD KENNEDY 
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P.t.lW'IIIWm or DMIOI '!'!lUI or 'fiLICIIWI 10. l.IM 
or SI:PftiCBIR US, 19311, niOil '1'111: AJIDI<WI IMBUS!', P.AJUI 

'rhia .orning the Bank ot l'ranoe 1a CIUOtiDS 176.110 

aa the bu,ing rate tor eterling, and 176.76 aa the aell1DC 

rat&f ~.70 ie the bu,1ng rate tor the dollar, and ol:S.liO 

the eelling rate. 

Reference 1e 11ade to telegru lo. 1780 or Septeaber 6 

troa the Eab&all)'. It 1a our underetan41ng that at the 

preeent tiae the atoelt exohange autbor1t1u are auoh oppoeed 

to &JI1 plan to .oTe troa the 01 t7 ot Par1e 1 therefore, 1t 

1e poaa1ble that the general aon eouthvar4 v1ll b e poetponed. 

At all STante, 1t 1a the plan ot Re:ruau4 and the lte:r 

ott1o1ala or the K1n1atr:r ot F1nanoe and or the Banlt of 

France to ata:r 1n Par1e, aa haa been preT1oual:r 1nd1oate4. 

END OF MESSAOE. 

U.:LW 

BULLift • 

.::rr: r ' '"' ,~ ... :..,;. .. 
li .... f'll,.·+_,.t t" .... ~I 
~·r- o.• .. ~ •\) 

~.: ..... .-1 ot f"...,... «:out• 
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EXCE!In FROII IIEETING Ill SECRETARY IIORGENTHA8 1 8 OrFICI 

April.l3, 1939 - - 4:00 P• 

Preaept: 

Mr. Hanu 
llr. llblte 
llr. Lochhead 
Mr. Bernetein 
llr. Fole)' 
llr. lcclea 
llr. Harrhon 
11r. ltnolte 

• • • • • 
llr. llarrhon: Before the llun1ch cr1a1a we 

Mde a COIIIPlete aune7 in the New 'Xorlt banka of the 
1914 Yersus the 1938 a1tuation. 

fhe one thing we felt we needed definitel)' in 
llew Xork, in the l ight ot paet experience, waa to h&Ye 
a bankers' oolllll1 ttle to which I lllight go 1n AD7 hurr7 
upon anr matter dealing with oredit, loana, torei .gn 
exchange, gold , or an)' thing alee that the Treasury 
lligbt want ue to do. 'l'be banking coaaani t7 agreed 
definitely that I ehould ha•e auch a coallittee - - call 
1t ad•1eory co.sittae or a market co..tttaa or a oontact 
collllll1 ttea. fhere waa ao• difference of opinion ae to 
how 1t ahouJ.d t». organhed, but nenrtheleaa the prin­
ciple waa agreed to. 'Ia dropped it mere17 beoauae of 
the llun1oh ~peaaeMnt, aa 1 t waa oal.led, I understand. 

At that tlae I 41acuaaad with t he pr1no1paJ. banlta 
1n New Xork the whole quaetion or the bond market tor 
one thing, the foreign exchangea, and the quaat1on of 
foreign balancea. I think there 1a no quaation that 
the7 would be all definitely willing and glad to do An1-
t hing that th87 legall)' can within their r1ghta . And 
if I aet up auch coa.tttaaa, aa I had planned 7eater4&7 
to do t 04&7 if I had been in lew Xorlt, all I wouJ.d haY a 
to do wouJ.d be to put up An1 queation 1 want to to the 
coalllitte e and let the• do the d irty work. !hat' • the 
W1:f I 1 d rather do than oaJ.l t he• UJ>, aa you 8&1, at 
2: oo o• cloolt in tba 110rn1ng • 

• • • • • 
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DatEd ScptonbEr 13, 1939, 

StcrEtnry of Statc, 

Washington, 

139, SeptEmbEr 13, 6 p,. m, 

Rto 1d , 1:35 p, m, 

Latvian GovErnmEnt ycstriday Enact-ed ""article one 

o~crEdit law supplementEd ! if exchangE ratE English 

pound vis a vis dol l ars or SwEdish crown fluctuatEs 

mort than fivE ptr ocnt comparable ratE SEptonbEr 29, 

1~36 , Bank Latvia shall adopt nEcEssary measurEs stabilizE 

lat lEVEl answEring nttds Latvia ' s economic lif& on basis 

e1ther gol d or somE stable currcnoy, " 

Today dollar sElling 535 buying 545 lats , 

WILEY 

RR 
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llf Cr i Ar o 
Dated SeptEmbEr 131 1939. 

Rrc 'd •. 3126 P• m. 

ScorttiU'y of StatE, 

Washington. 

1951, SEptembEr 131 'I P• m. 

FOR THE TREASURY • 

WE ur.dcrstnnd that thE four Amtrican banks herE art 

to bt •approvEd" as "intErmtdlari cs• to dtal with the 

foreign exchangE office immEdiately, a move which hae 

of eoursc, plco.scd them greatly. Pound and dol l ar ratts 

quoted this morning by tht Bank of Frane£ wErE not ohangtd 

during tht day. ThE bank is also now buyi ng UnitEd Statts 

banknotes at 43 and stErling notes at 176. 

Profit taking on the sccuritics markEt was wEll ab­

sorbed today and most lcadlng iaauca, particularly indus­

trials, showtd somE improvement . There were signs that 

the mnrktt is confidEnt and broadening out. Rcntcs • •rt 

fractionally lowEr with thE Exception of thE 1925 and 1937 

tx~hange quaro.nty issuEs which oontinucd to gain. 

Tht Bank of Fro.nct invoi ced to the Federal RescrvE 

Bank today by tht SS PRESIDENT ROOSEVE~ ~ ingots of gold 

valued nt 3 1 6291 424 francs , th£ tlrat ah1J111tnt for ovtr 

thr c c months • 

BULLI'I"l' 

KLP 
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~ Clih Mil oonbol tlwy ~ t tl be ~lo to aw:q,ol'M 

tl» C!Wllta _,.t ror .a.pan .. • lJI)04Q and to diftn the 

o:q)Ortable NW •tenala bu .Jiipw. 

~O"fO:)l' . ll tbD <11ro'..tl.at1on ot tl1o Jnpane.se ~ 

'bclnk n~to~ 1:J flloil.!.<t.atod by tho ol.lai.Mtion or tht Cb1neM 

M t10"'1111. 0\ll"l''nn:l!' 1n tM CICI"'~lOO toM'itl?l"J, Jt will 

pl"&:.• tce.lly mMn " ea::rt:tnJAl lAvy o.t t ol'Oed lOAne ~ 

tho C"l!.no oo !'O!r.,ll.e !l1nM tm no too \1111014 b)' tbo ~-

to p;>rel'aM t1us tm Ch!.noM pooplo Al.l 80l'to o.t ~U.. 

aN m t tbor 11t1PJ)Ol'ted by A4oquato NM~o DOl' :'061 bl.e 

1n oac. At bot~ 1t b an at~t t o .a tho oec~~~Pl.M 

toM'it WJ pa:r t or t.bll noe4a or tbo U119 ot M'lll~t1an and 

t.bllrob7 rol1no tile prwoii\I.N \IPO!'I Jtlpan ' o tinaDOeo at'- · 

Tbio b tl~e poUo;, b7 Cl.lcb Jtlpan bOpeo to bo able t o Mr17 

on hor war ot ._,.aa1on ~t Ch1Da lndot1n1to1J. 

1'ho rooent -ro 4l'OJ) 1n t hu value or the Chl.neM 

Cklllv, ~ ~lnS ~~~ fiolblo or r oo t l.QO:l the aozoa1.e 

or tho aftlld t ol'OOo _,, U uno>Melcll<l, att'oe t the ~US.t 

or ~ CbiniM people 1n .,_Nl, oiJIPOOlallJ tn u. 
MD•'~ ~ta1'7. lt ~ M~ to •t' I tbo1zo po&a1ft 

roat~ .. ,rwt tlle c1l'otil&tJ.on G.t t1» ~ .. 

~rod -r -.ad '"'IP"II' t:alo1r oont1deoM ill tile ~ 

&1ld &utbol'tt)- ot t.l:le ChlnoM . t1011L\ Ooftn.mt • 

._ t.l:leM -on•, 1t h .... nt1a1, 1n t.he ""'" or tbe 

Cl..'dnoM Ooft~t , to lldq:lt. ~t I!IOU\1.1'1)1 to Jaintaln 

tho Clb.lnaae national cUI'l'ODIIy. 1'o t bh ~. it <a¥ be 

....-•~ to CG.-At1tute a,.,.., o tabtl1u t1on !'lmd ot 

06 .•• 

-
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'ala Al>a C.b1ne~ 1e WOrtill& w 1llpron 7apu• a reJ.eUou wUI> 

GNat BrUain wl\b a '1'1w to Mk1Dc a n• AD&lo-Zapanaaa b-aa\}' , bat tl>a a..., 

io worlt1nc w daatror Br1Uih 1ntaraah 1n Cbiu 111 tak!.q a4'1'&D\ap or the 

Oeb1not, aounc 1n aooor4anoo w1 th tba w11hu or tho ll4ara, o1rtl group, 

an4 tinuoiaro io not oul<iq anr non--uion pao~ w1 t b So'l'1ot ~ula, 

u _ .. ta4 b1 a._, bat praral'tl tr1an41h1p w1tl> Grea t Br1to1n hop1nc 

tl>at tb.roo~Ch bar -1u 7apu ~ win tl>o -tbr an4 f1D&Do1al oooperaUon 

atror4 to an~nlaa a.arloa at tba preoont tt.o , 

Great Britain 1e artre116lJ worr1a4 O'I'U tba pool1bl1t7 ot a J'apa-

nua pact with So'l'iat Jluaoia . 'Dla latter OOIID\rr """'" to wiD 7apu O'l'ar 

tor a joint atan4 apinet Great Britain' I inta.rao~a in tl>a Jar IU~. ~ 

&'I'Oi4 a llll..,...apanaaa pact , Great Bri ta1n 1e 4o1q .,cb w aaUatr 7apan 

ouch u (1) han4111& o'l'ar or the tOIU" u aaooineUon w opacto 1n !'1onto1n, 

(2) all-D& J'apanaM rapreoontaU'I'al ~o cbaol< tho liln r 4o1lara 1n ChinaM 

banl<o 1n 'l'bntoin, (S) &1'1'1nc up axtra-BatU-nt roa4 arau in SIIOD&Il&i to 

7apanaaa oont rol, l • l aaal<iD& a oo_..toa with J'apan racar41nc the :tntar­

""U oDal llatt~nt or flhaqhi 1nltaa4 ot nanetarinC it w AMrican o..,. 

trol u ortcinallr 4&oi4a4 in tba annt or Bio1Uih w1t1>4rn&l, (~) barlD& 

I!OncJr;nc GthoriUaa noUtr tl>a nriou Chi- Gcrn..-ot ottioiall • • 

tuuUODiq 1n lloJIII<oq 1nolii41JII a.n. IV. 'l'ah-chan, r ..... r C'baimaa of tl>a 

Dr&IIC\ulll Pro'l'inoial Go'l'en~~&n~, w oaaaa their anU-71j)41DaM aotirttJ.•• 

an4 laa'l'l tl>a Colonr at an aar17 uta, ( & ) bart DC lloJIII<Olll 111 thoritiao with· 

4ra rr.. the area or Kowlooo a4joWq tha ChineN racion , oalla4 - 'l'arri-

Regraded Unclassified



'«17 ( ilf * ) 'llllalo 1a alallar 1a -"'" • w • .a.. enra-8ett~t u.a 

ot s»..,a1, ( 7) "...,.,.lAc tu All&lo-1&JJ&MM aoatu.- 1D 'l'OII1o· 

.Ul tuM tr-1• 1144 ptnuno Ilion ~ GNat lllr1ta1a \o lopa u. 

oupo towll:r'4 a oCIIp.-1.11 with th• laUor. .. 110ot ot tu -r• ot tho 

&b• O&b1ut &r'l 1D.ol1D•d towar4 u £D&lo-1apuoM paot, 1bo pOaa1bU1t7 ot 

ouoh a ._.,odH 11 TII'J l1blJ. 

, I 

' 

ocr I u 1939 

J)f1'111oa ot 
Monoeary lltoosrob 
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1Q1 zp g;mmt 

!Mft .... - -'" 0~ tlMI ~OI'I!ca .... ~ a1lo1p 

to4q wbich- to u to - rlthin tlMI eoope d IIIII' offiMJ. 

85 

n hall .... 4 to • that ... l.DdUpv.table 11114 1Dtluib1e 

Nle o~ the co114111>\ of tbl.t offtce ehcr1>l4 be thet 110 wo ... tsOil wh1oh the 

fi'IUID7 het or wbl.ch h ....,....4 on tlMI treanzy'e behelf al:oaal4 be .rlna 

to ill\ortt\14 partl" 1fbo ou b-..fU liT the\ Wo ... Uon before U 11 trlna 

to the _.-.! ~ltc. 1 do 110t beu ... that tbl.e role thoQ14 be rela;D4 ure}T 

beo- the pehOJ>a who .... profit liT the w-u- llloppn to be lll'TlJllr Oil 

ooiM quol""PQPlllc c~u .. . 

'l'berefore, 1 no ooul4oralllT 4ht'o~ZM4 liba'Clt the _,. ill 

wbl.oh the lin Tori< ~'~""' blllllc peaple htll4lt4 the Wot~~aUoll Oil eterllJllr. 

lD offeot, thq ,_. the Womatl.cll to a 1preferre4 11tt1 d 'boDlcore 1fbo 414 

1>0\ re~ it to the pobllo atU •ott of the rewlt&Dt liiOroaoe ill the ,.....t 

'1'&1 O'f'll'o J.t \he •- UM tbat theta prlYUep4 b~ '1'11'1 belJllr P,_ 

thlo WomaUon 1a Wew Tori<, repreoeDtaUY" d _.-.! ...,.. -leo wbo 

...... !JiqDlriJ>« at the freUIU)" ~~bout tlMI 41P ill eterlllllr ...... bellllr 4olllt4 ell 

1Dfo:noatloD. 

1 kDo1r tbat 7"" do .DOt IIPPI'O'I'I of \llilite p:rooedll:re ""' .01'1 \baa 

1 do, 'lnlt 1 hope 7"" rlll 110\ let the lin Tom peaple poat 7ft 1a thla poe,. 

tiOil ~ If We eto17 hlipsliDI to pt O'Clt (pereou wbo eol4 atarlllllr ,...I' 
$4.CII2 - w1>o 110w fl.D4 U .. worth ... CII2 '"1111' talk to reponere), the lin Tom 

people rlll h&Ye poat u ill a •at ateD&IIle .,..,, 
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TO 

.oo .. 

TREASURY DEPARTMENT as 
INTI!:It OI"'''CI!: COMMUNICATION 

.... ,.. ~--- 14, 19)9 

s.or.w-, llarpatllau 

Joaopb P. cottoc, J'r, 

!M Bank DDW bu qatsta""1n& U...o ot .....Ut to ts.­
cot.ton obipoent.o to rta.l;r, .......,.t.C 'IV Itali&D IIIJIU, to~ 

ut.ct ot about $2! a1l.Uou, ot IIIUcb abooat. tlt a1l.U.- at ~ 

preoct. tiM bu DOt bMD uaed. n. State O.pubeut bu ree.ut­

lT r.ce1Ye4 ad'ti.cee U.~ ~ It•l 1ene 1.art.ead to a..U tb=•el.,... 

to the 1\lll atant. ot ~ .....UU- t.l.uce witbill the nat 

tow clqo , aDd ban requeet.ed thet. conoidC'atioc ba 11..., to the 

atonaion ot tlarthar credito. Tho State O.part.aont. 1Dtallllo to 

aako a DODG.-it.t.al ropq, 

Vlldar t.bo teru ot the .....U t. l1AN 1 the umat.111oed bol.ance 

oollld ba ce-lled "" lS clqo' DOt.ioe. 
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IIESSAGE Fl\011 TBB CIIAIICBLLOR OP' TBE BXCBEQOER 

TO TBE SECRETARY OF THE TREASURY 

I understand that you have expressed apprehension at the 

tact that quotations tor sterling in New York have appeared 

at a figure some 18¢ below the controlled price. It would be 

over-optimistic to expect that with exchange control 1n 

operation the formation of a black aarkat can be altogether 

prevented. We have in tact 11et requirements for dollars in 

London of Americans Creely and we assume that sterling on 

otter in New York must be sterling offered by other neutrals 

whose demand we were not ready to meet 1n tull or by specula-

tors. 

We should be glad ot any information you can obtain as to 

the s i ze of amount on offer. We have assumed here that small 

amounts are being offered on a thin aarket. 

To prevent such transactions altogether it .ould be 

necessary either for us to meet all demands tor dollars trom 

all neutrals which we are not in a position to do or 

alternatively to put complete block on every sterling account 

owned by foreigners in London. 

This would inter alia mean that we should refuse to 

supply Americans in London with dollars and in fact prevent 

Regraded Unclassified



Septe.ber 1.4, 1939 

thea ua1D& their aterliD& bLlancea tor anT purpote whate.er 

without express peraissioo. 

We did 1D tact consider the ceneral question 1D the 

t1rst instant but rejected this aolut1on which I am at111 

most reluctant to adopt . 

I should prefer to see how matters develop t or a taw 

88 

d~s at any rate and then, 1.t necessary 1 consult you qa1D. l!lld. 

We bu·e narrowed our spread and are now quot1D& 402 and 

404 where we propose to at~ tor the present anyhow. 

PliO .llESSAGE. 
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TREASURY DEPARTMENT 

TO llr. White 

f'lltOM Kr • lfe•M 

Briti!h J!llpir!a 9tb!r Coy.ntri!o (Cout 1d.)a 

Ualted EiD&d<a 
Str&lto S.tu-nto 
tmion ot Sov.th J.trica 
A..- t.raJJ.& 

New Ze•'•nd 
Britilh Ind.1a 
Horv Xorv 
Canada 

Other Countrieoa 

Jepa~> 

o~, Coutrolled 
U~, Uocontrolled 
Portupl 
IJ'r&nce 

GrMoe 
lflqVJ 
Ch1Da 
Dom&rk 
J'iJil....s 

No~ 
!cl*lor 
a.J.p.ria 
S..clen 
NetherlM41 

- 1.4.2 
- 1.4.2 
- ]4.2 
- ]4.2 

- ].4.2 
- 14. 0 
- ll.? 
- 8.9 

- ].4.1 
- ].4.0 
• 8. S 
- 13.7 
- ]J. ) 

- lD. S 
- 10.1 
- 9 . 8 
- 7. 8 
- 6.9 

- 3.7 
- ).6 
- 2.0 
- 1.4 
- 1.3 

~ * l -No rate quoted. 
- - Indl.catoo "" eMnge. 

Ite.13 
SW1tnrl.aDcl 
Pol.aDcl 
Col<abi& 
Ge-

Yueoola..U 
RIDaD1a 
SoU vi& 
Guateula 
Venesuelt. 

Spain 
Cblle, otfio1.el. 
Cb1lt., l:rp>rt 
BruU, ott1c1&1 
BruU, rt.e 

- 1 . 2 
• . 3 

.1 

.1 

* 

• . 0) 
• .3 

• . 8 
• 1.3 
• 1.9 
• 3.1 
• 11.6 
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secretary of state, 

1fashi ':lgton, 

1647, September 14 . 

PLJ.Ili 

LOliDOli 

Dated s eptember 1~. 1939 

Roo ' d 4;53 pm 

FOR TREASURY PROll BUT'l'ERWORTH. 

Tho fol1o'071nt: is a suzr:mary of ouch i nformati on as is 

thus f:o.r av·~.·, : t.n lo on tho prioe polio7 17h1.1':1 the British 

Gover nment · l.'".:· vu=aue. 

90 

1. n ' !l!"itish Treasy r ealize c~ oou-ree the dangers 

of 1 i nfiati , .,·· l'ud measures doe1gnod t.:> prevent such a 

development at thla stage have beun and are be i ng taken. A 

new blJd&ot iu bei ng formulated and is to bo announced in 

the noar fut-...re which will bavo the widest implications. 

Taxation will be framed not only to raise as muoh revenue 

as poeoiblo but also to absorb eomo purobaein& power in 

order to proven~ a sharp rise in tho oost • f living as well 

as to curtail produotivo effort on luxuries, et cetera 

exoopt for export . In the main now taxation will probably 

be direct though ao mentioned i n my No. 1631, September 13, 

6 p .m. a direot tax on nages ms;y well prove poli tically 

impoeeiblo, I ta place will doubtless bo taken by 1noroasoa 

i n i ndi root tax~s. If a further ohock to working-olaae 

purchasing powor should become desirable a gradual riso in 

tho ooat of living may later bo allowed, if it becomes 

noooeeary 
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~a, li47, Soptoaber 14, from London. 

noooaa&ry to provont consumpti on boyond oaoonti &l roqu1ro­

monte in dirootione whoro rationi~ is not praoti oable. 

a. rhr~~h tho povors voetod i n tho Winiatry of 

Supply for tho control of employment ovory effort will bo 

mado to prciont ooMpotiti vo bi ddi ng for labor and inoroaeoe 

i n tho vego ,·c. toe . 'tlhilo for tho momont thoro is muoh 

unompl oYI'I.,.nt or.aaod by tho r eadjustment from poaoo to war­

time oonditiono tnur o is no doubt thnt boforo long tho 

scarcity of Lcb< :r will not bo ooni'ino'i to J;IU'tioular 

i nduatrtoc ·Y.At .-1:1 tond to bo P,.m~.o:r:1 . 

3, ~:J' ?.;:1 ttoh TToasury l<•ulco to ~!!.. oontr :U. bt·ying 

moohc.niom o! ·~!> ... Uiniotr i os of a·:.:,J!>:;.!' .:uld food workl.llg in --
ooordinnti~n uitb tho Fronoh to oo ntl o to purohaeo - --
oaa~ntial su~pli~o ndvantngooualy vit~out otimulnting unduo 

riauo in world prioos of moot of tbo impor tant oommoditioa . 

' Tho Uiniotry of r ood, oontomplatoa absorbing tho exchenge 

lose on oome of ito purobneoe of foodstuffs nnd presumably 

t r.king the profit aricing out of mnas buying i n non-gold 

oountrioe. It hnB alrondy t i xod tho pricoe of n number of 

foodstuffs at tho l ovol provniling just prior to tho out­

brook of war . 

Tho IUnietry of Supply on tho othor hand hns so far 

f1Lld mnxiauc priooa only in tho onoo of non-forroue 

91 

motole; tho lnot pro-wnr dny ' o oloso boiUi ndoptod, nnd I nm 

i nforcod by tho offi oor 1n ohiU'go of this aootion thnt thoy 

o.nd 
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LAR-3, 1647, Soptoobor 14, from London. 

and tho Fronch hopo to be o.bl o to oto.y out of tho mc.rkot 

for oooo of thoov uvt~o for n time by ut i lizing t heir 

atocko in order to o.llon tho pri oo s itWl.tion to aot t l o 

oocowbo.t . 3ut thoy r~o.lizo tho.t ovontuo.lly thoy mo.y ho.vo 

to rni oo the i r f i xed pri ooo for oomo i f not o.ll of tho 

motc.lo ovor •.1hi oh tho Bri tioh Oovornmont ho.o no control. 

llhon I t alked to him o.e l o.to o.e yootordo.y I vo.e tol d t ho.t tho 

lliniotry of Supply doos not plo.n to o.boorb oxoho.ngo losooa 

in tho oo.eo '>f oo:mAod1t1cs i n 17h toh tho.t Viniot:ry "ill bo 

donl i ns . E:>J0\•1'r , c.ll curr.>nt d.>oic! .>no oro being L..Odo on 

such o. tcnt~t1v. o..~ vQPirionl bo.ei c ~3nt no gro~t rcli anoo 

should bo plncod in proacnt int~nti~ns . 

4. Tho Br1 tioh Trov.aury th<;>ugh its po110r ovor oxpondi­

turo 1e 170~cn\ld by tho urgency of no.tionol noodo o.a tho 

nrbi tor in thu N.loontion or !or oign ;JXOilruiE:O is and should 

r omci n potent. Furthermore, i t hno plnnt od ito con i n o.ll 

tho no11 dupo.rtnunto o.nd i o still tho only control ol omont . 

Lik" otbor dopnrt~~nto tho Troo.oury bo.e coopted o.dditi ono.l 

p.Joplo from outai du of nhoc Ooni o Robertson, Hubert 

Hvndoroon, o.nd Butlor of tho Oounoil of Forei gn Bondholders 

o.ro tho best knono. i n tho Uni t ed 9to.t co. I noidonto.lly tho 

llini otry of Eoonouio Wnrfo.ro bo.e probo.bl y tb.l grontoot 

oollooti on of tc.lont i n o.ny one government dopo.rtmont bei ng 

BBnnod nith hi ghly plo.ood ci vil oorvc.nto ouch o.o Leith Rosa 

nnd Gwo.tkin o.nd ho.vi ng o.loo token in oomo of tho boot bro.i no 

froc 
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from tho City wi th opooi~~ finanoi~l and trade knowledge 

of v~ious count r i es . Lord Ontto of Vorgnn Grenfell i s tho 

bead of tho Auorionn Section. 

5 . Tho forthoooing budget ovorbnngo t ho stock oxohango 

whore pri ces r.ro tendi ng to doelino . Tho oxporionco of tho 

l Mt W~ i B !' Ollc.llod that tho OXOOSS profit duty c.lthough 

i t WM very high end yielded ~ l~go r ovonuo did not 

s~tiof110torily o·.~.rtr.il unnoooos~y opcrr.ting, tu:~.intcxw.noo , 

Md i ttprovo-"·)nt O'<Jl"ndi turo . Co'llloqucntl y tho Oi ty foo.ro 

th~t tho Er 1• ac" ';'ror.oury non oo:1~oq J atcs a Otto typ' of 

profi t lioi~~+,i~n . Poli tioc.l ~russuro fer 1 tok1ng tro 

profit out of mn• i s strong end it no·.lld bo in line nith 

t ho general polt cy for prioos, n~os, and oommoditios, 

insof~ ~ ~ co~prohonsivo policy oan bo o~id to havo boon 

ovolvod. Eiut 1n thi s as in coot things t ho English c:b not 

plo.n to plo.n - they plan to muddle . 

KENliEDY 

BPL 

:IV I 3 3] 11 
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Dntod Soptombor 14, 1939 

Roo 1d 6:05 p .c. 

Soorotary of Stato, 

t•cab1ngton. 

1653, Soptombor 14, ll p.m. 

I•'CR 8EORET.U~Y OF TREASURY J'ROl.A BUTTERWORTH. 

f\onfirmi ng t oni r;l.t • a tolcpbe>no convorco.tior. th.l toxt 

of Sbon1 s mc.>asugo to you 1s ns !oll<>116: 

•·1 understand that you ho.vo oxpraaaod c.pprobonaions 

nt tho fnot tbnt quotnt1ona for o•orling i n llow York bnvo 

nppoc.rcd at a f1guro soma 18 oont• below t~ controlled 

price. I t would bo over-optimi stic to o~oot that with 

oxohnngo control i n oporntion tho !ormetion of n black 

mc.rkot can bo altoget her prevented. We have 1n fnot mot 

roqu1rom'onta for dollnra 1n London of Amori oans freely nnd 
\ 

wo nsaumo tbnt at"rling on offer in !low York must be aterling 

o!f~rcd by otbor neutrals whoso docondB wo woro not ro~ 

to moot i n full or by apoculntore. lfo should bo glad of any 

i nformation you can obtain as to s ize of amount on offer . 

Wo aasuoo bore toot aco.ll a:>Ounta nrc bei ng offer ed on thin 

anrkot . To provvnt auob tronenotions ~~togotbor it would 

bo nocosao.ry e ither for uo to moot all demands for dollnra 

from all neutrals whi ch wo oro not in n position to do, or 

al.tornc.ti voly to put oo~~otc bl ock on ovary sterling 

o.ooount owned by foroignors 1n London. Tb1B would inter ali a 

DOQll 
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LAR-3-1653, Soptoobor 14, 11 p.m. f roc London. 

co~n thnt wo ohould r ofuso to eu~ply Aoor i oons i n London with 

doll~se ~d in !not prevent thee uoing thoir etorling 

b~~ooa for nny purpose whntovor IY i thout oxproee poroieoion. 

Wo di d in f~ot consider the gon~r~l quoetion in tho f irot 

inot~oo but roj~otod thi s oolution whi Ch I am still coot 

r ol uotnnt to adopt . I should profor to soo how onttors 

dovolop for n few dnye nt ~ rnto and then 1 f noccsso.ry 

consult you again. Wo hnvo nc.rrowod our eprond and nro now 

quoting 4 .03 nnd 4.04 whoro we propose to otny for tho 

prooo~t anyhow. • 

KEIINE:rt 

NPL 

.... ,. •_liT 
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Dated Septcnbrr 141 1939 

Secretary of State, 

\"/ashington. 

1235, SeptembEr 14, noon, 

I Rtc d 2:13 p.m. 

My 1079, Bcpttmbtr 6 1 10 a . m. 

,\ccordl.ng t o an article by Finan~£ Undn S<c:·rtary 

RE inhardt i n thE . DEUTSC~ STE nER ZEITUNO which is 

s umma:-iztd in yEsterday cvrnir.g o.nd this morning's prcu 

thE tax r<vr. nucs of thE Rt\ch will tota l 24 billion marks 

during the fiscal year ended March 31 , l C40 an incrcas£ of 

2 billion ovEr thE Reich Trcaoury fortc~st of early summer. 

The arti clE indicates that thE 2 billion ~ks 1ncrtaat 

in revenuEs will bE derived from thE war taxes announced 

in the flar Economy decrEE of SeptEmber 4, 

R~inhardt aaaerttd that t b tr£ wUl lit no difficulty 

in financing thl: ._ r through increased ta.x revenue , dc­

oreasu in the prices of goods suppl1£d the government . 

and cuts in non-military expenditures of the Government. 

1!,; declared t hat thE war aurtaxu and other mcasuru would 

be sufficiEnt to providE thE required rtvcnuc without 1n­

crraa1ng other taxes , Spcc1t1~ally hE announced there 

would 
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-2- 11235, Srptrmbrr 1.4, noon, tl'CIIl BrrU.n 

would br no surtax on thr proprrt)' tax (vt1'1DOtgcnaatiBDI:r) 

or on thr corporation .tax nor would it bt nccusary to 

dccrt £ a war profits tax ainc~ tbK tax on inorcaarc1 in-

come <..t the nrw finance plan or laat apr1ns would srrvr that 

purpoar . 

Rdnill>l'dt eaurtcd that war loans were not contemplat­

ed, Hr contirmrd thE Nporta trom othtr sourcts the. t tht 

Govrrnmrnt was planning to diaoontin~E th£ tex ar~i~ipation 

cr rtif1catrs of th£ new t1nanor plan otat~ng th~t it th£ 

war " ob.outd concinuc for a long~r pEriod" th£ ocrtif1oatu 

will bt r L.,lacrd by a financing procedure which would be 

morr auocc n3ful rvcn thail tht tax antic!pol~ion crrtirioatra 

in tapping thE liquid resources of i~Justry for thE bene­

tit or Gov<rnmrn t financing . Prrs\llll.!.bly answering com­

plaints abOut th£ tax anticipation crrtit1catEs h£ prrdict­

td that with the discontinuanor or thEir iaauanec crrtiti-

catra now in circulation would probably riar considErably 

in prier . 

Possibly indicati ng a futurE increase in rrstriotiona 

on the capital market hE announcEd tha t i ndustrial conorrna 

would 1n principlE havE to financE rcplnocmrnta , cbang~ a 

and cxtcnsiona or th£ir plant trom th£ir own rcaourcu , 

IJH R 'l'h£ article cndcd with an aasurancr that no financial 

mnauru wo;,ld br Employed whi ch would luun thE va lur 
r. f ('; ? 

of the mark, Rrprat to Treasury trom Hrath. 
'11f 
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Scorttary of State 

'.Vashingt on 

1643, StptEttbcr 14, 6 p .m. 

London 

Dated September 14, 1939 

Rtc ' d 12 :36 p .m. 

POR TREASURY PROW Btn'TERWCIIT!!. 

1 . The clar1f1cat1on or the new capi tal 1s3ut 

regulations was discussed in the press today. I t 

appears t~~t it is no 1ongtr pc~oioaiblt to borr ow 

monty for EY.~plt on advanoss from a bank with tht 

intention of repaying the loan out of the prootcds 

of a public issut at s~nt future timE . This applies 

especially to local government bodito who art i n the 

habit of taki ng temporary accommodation from their 

banks pending the issuE to the publlc. Companies art 

no l onger at liberty t o make fret bonus is,uts to 

their shartho1dtrs in the capitalizatton of reserves 

and may find di fficulty i n obtaining authorization 

for inortasta i n capital . 

2 . The Barut of England ' s r£turn shows an in-

V 1 J :f~Et s t or Ek3 . 6 n>Ullon in thc note oircu1at1on making 

a total of 0553 . 5 mi llion. 

KENliEDY 
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DATE: Septeaber 1~, 19~9 , 1 p.a. 
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Reference 11 made to t el egram llo. 12~5 ot September 1~. 

noon, trom the Embaaay. 

It 11 understood that t here ia general comment in 

goTernment economic circlea on the inautticienoy ot the new 

war tax11 to eubatantially reduce the gap between mounting 

go•ern~~ent expenditure• and reTenuea. In an article 

in the Dztl'l'SCHE S'.I'EUER ZEI!UliG by 1'1nance Undar Secretary 

Reinhardt, it i a stated that tor the aaTen months ot the 

preeent t1aoal year when then new taxea will be in operat ion 

additional raTanue ot only two billion raichemarka will be 

yielded. The annual return• trom the new taxea, on th1e 

baaia, will be somewhat under tour billion reichamarke. 

Th1e figure 1e somewhat in line with the eat11Date vh1ch I 

gaTe in ar t elegram No. 1095 ot September 6 to the Depart­

ment. Rovner, in an article in the ftiAIIXJ'UR'l'J:I\ ZJ:I'l'UIIG 

it 1a eat lllated that their yearly yield Will be around tiTe 

billion reichl..r:te. 

According to authcr i tati Te opinion , the etatement by 

Reinhardt that war loana were not cont .. plated retere only 

to public flotations , because i t appear• certain that it 1a 

the intention ot the German GcTernment to continue the 

pr1Tate 
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pr1Yah i .. v.aaoe ot 'boDI1e to eaYlllp b&llke IID4 iuvaaoe 
oo~an1ea - Wi.oh i .. uee 1t 1a preeuaed. rlll be 1D l araer 
uoWlh thaD heretofore 1D ord.er to telto UP tbll inoreaaed. 
&&Tinge vhioh tho State e2Peota to reault troa ita ooD­
auaption reatriotiona. B1 tler' • peraonal intenenuon ia 
beh1n4 th1a aYoid.&noe ot publ1o bond. i .. uea u a ••an• ot 
goyernaent t inano1ft&, aooor41ng t o an authoritat1Yo aouroe. 
An original tenet ot U.e laUoD&l ISooialht 4ootr1De ,.. 
t he obJaotion to •tntareat alaYer.r• aa a •Jewtah inTention•, 
'file growi.ng •2P•n41tur .. t or 1Dtereat on the publ1o 4ebt 
nre broupt to the attention ot RUler laat wl.nter, an4 
he 1nl1ete4 that U.ere aut be a t end.eno7 to aTOi4 th1a 
oharge in nw tinanoing. 'fha •nw t1nanoe plan• ot •no~ 
1ntaren bearing• tax cert1t 1oat .. ,.. a ooor41ngl.J 1nente4 
b7 Re1nhard.t laat apring. BoweYer, tbllaa oert1t1oatee ooat 
the GoYernaent aore in h144en 1Dtereet ._ preYioua tJpea 
ot goYernaent PIIP8r• 

It 1• r equeated. that Ulia telecraa be r epeat ed. to 
the Treuur.r troa Baath. 

llliJ:. 

l(j. ·"• 

Regraded Unclassified



TREASURY DEPARTMENT 

WASHINGTON 

S.ptu'bor 111, 1939 

!be !olloviac llhowo U>. fluncUl o\&tuo or tho llarUiM 

Co-iodOn1 I llh.ip'bu114.1.ac pro~: 

StatutOJ7 eontract autborhaUon ••.• $34;,000,000 
Additional eontract authorisation 

11•1tod by !undo aoalla'blo in 
tho Loan CcaotrucUoa J'wld .. .. ... 100,000,000 

!'otal eoatract author1satiollo 
aftilabl• •••••• , •••••••.••..•.•••••••.••• , $~. 000,000 

O'bllptod to Aupot 31, 1939 , ....... 
Contracta 1a. proceaa of appro.--.1 • •• • 
lotl .. tod addltloll&l eoatracto to 

bo on\&rod into bo!oro Jmo }0, 
194o ••• ••••••••••••• ••••••••• 0 0 •• 

.l.dd appro:rlllately 5:' !or add1 tlono 
to all contra.ota • ••••••••..•• .• •• 

$185,000,000 
126, 000 . 000 

97,000,000 

22,000,000 
11}0,000,000 

or tho eoatracto ontorod into approxlutoly $46,000,000 han 

boon Uquldatad, aDd tho Dallh 'bohn.., ln tho J'v.D4 011 hpot 31 vao 

appro%1JMtoly $155 , 000,000. 

'1'ho &Yo rae- ooathl7 upond1 turoo han 'boon 1'llDI1lDc up to dato 

at opproxl.u.telJ $12, 000,000, which 1noludoo opproxl•telJ $2,000,000 

ou'bo14T, It 1o coatoJII)latod that t haoo ioonthlJ oYOrac- oxpondi turoo 

vlll 'bo lncrooood crodl>a11J until on Juno 30, 19110, thoJ a:r uount 

to ao auch a o $19,000,000 a .. nth, It h ooUutod that dDr1nt; tho 

!irot tin .. atho ot thlo !heal Jl&r tho Ccoaiooioa rill oxpoD4 

$6!), 000, 000, and in U>. laot oOYOD .. nUl. it will .,;pond about 

, , 1 
..!. •• 
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•1)3,000,000. Oa ~ 'buio of ~ .. tlproo U 1o uU-\e4 

tbat 1\ wUl be ,...,.,..., tor \be Coa1ooh11 to aot tor a 

4ot1o1tD07 appropr1a\10II of approx1Aatel7 • 50, 000,000. 
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n"' refercoe to _. telepboalo OC111'1'&re&UC111, 1.1>ore !.a ghen bel .. a l1n, tv 
prlor1v, of eu:Aosio •ter1al8 for noall: pUe reeonu. 

mill uuqnn 

.;mDffliCI3In 

Manila f1 'btlr 
"11olcel l1ftel 
Op\ioeJ. glue 

~· Cll7etele Qn1n1ne 
Rubber 

.UI:III11n1D ..nal 
~ 
Clooclltl\ el1el.le 
lll.oa 
Qu1olc8U_. 
R• a1lk 
lool 

.t.t prauon, w1th1n tba 1.1alt of tlm48 &n.11Ail>le, 11> 1.o propoM4 to p1m1bue ell 

Of tile 1.t- -iCllled lmller firet pr1or1t7o plus aan1la t1'btlr, op\ioeJ. glUe, 

q11U'h 017etale, - q~ 1D41ated 1.n the "OCIIld pr1or1'7• 

1'!.- allow Un of •ter1al• 1e oont14eln1al. 

D1.recnor of Proour_. 
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SEcuRITIES AND EXcHANGE COMMISSIOIC 

W,uHINaTON 

The Honorable 
B«nr7 Korgenthau, Jr. 
The Treaa\11"7 
Waahl.ngton, D. C. 

Dear BaDrT: 

Sept.aber lS, 1959 

Enclosed TOU will t1nd a memorandua 

I have aent to eaoh member or our Comm1aa1on 

atatl.ng what ooourred at the l\Uioheon on 

September 12 at 70ur ott1oe. 

SinoerelT, 

/f.:::::. Frank 

BnoloaUl'e . 
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COIIPIDEII'l'IAL 

JIEIIORAliDUll 

~~ 'l'he c .... 1ae1on 

PROM: Chairman Prenk 

September 12, 19~9 

SUBJECT: George Harrison' • Ccmmitteee. 

I lunched tod&7 at the Treasur:r with Seoret&rT 

Morgenthau, Under-Seoret&rT Hanes, and Kr. George 

Harrison. We diaouaaed the interoh&nge or oorreepondenoe 

between Kr. H&rr1aon and mT•eU. Ill'. Herr1aon e&id 

he had read, onl7 hurriedlT, wq letter or September 9 . 

At tirat he took the poaitlon that the oo~tteea 

were acting •1 thout an:r govel'DIIlental aanotion. I called 

hie attention to the tact th&t he hlluelt, in hie let­

ter or Sept•ber 6 , h&d eaid that the oCIIIIII1.tte .. h&d 

been appointed eo u to h&ve a group thro~ which the 

Federal Reserve Bank "in ita capacitT u tieoal agent 

or the gover~C~Unt0 oould prcaptl;r obtain into~t1on 

or cooperative oonaideration or illlportant problfiiUJ and 

that in that aame latter ha had aa1d that the appoint­

ment or auoh oc.ai tteee h&d been diacuaaed in det&il 

in meetinge in Seoret&rT Morgenth&u'a ottioe lut April, 

when var·i oua departaenta or gove...-nt, 1nolud1.ng the 

SEC, h&d diaouaaed action to be taken in the event or 

war -- a atat..,ent which waa inoorreot aa to our partioipa­

tion. 
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Jlr, Harrhon replied tb&t he had not aa1d in hie 

letter that we were repreeented at the April meeting 

'llheo h e diaoue .. d the oalllll.i ttea, to 'llhioh I anewered 

that , it he reread hie September II letter, he would 

eee that 1t cert&1nl7 s••e t hat t.preeeion. 

I aaid that the preea had oreated the t.preeeion 

that the calllll.1 tllee had been appointed with the appronl. 

or a t the requeet ot .. aah1ngton• and •• 0 adv1eere• 

to • the goYel'lllllent, • and the t the7 would make propoeal.e 

on their own 1n1t1at1•e; and that thoae preaa reporte 

were d1eturb1ng in their implioatione, eo tar ae SEC 

waa concerned, in the light ot hie September 5 letter, 

I eaid aeverel. tlmea that the Co.mlaeion never 

had objected and never would object, •• a general rule, 

t o an7 euggeetiona or propoael.e -d• to it b7 &n7 citi­

zen or group ot citi&ene, but that the calllll.1tteea in 

queet1on, beoauee their appointment had '1'rea1Nr7 amo­

tion and th87 were appointed to aeeiat the Traae~, 

and beoauee th87 had been a dYerthed •• "eo•erm~entel. 

adviaere,• were in a d1tterent atatua, I pointed out 

that &n7 oo-ente -de b7 auoh a oo.U.ttee , with auoh 

an origin, oonoern1ng matters within our proYinoe, 

.:.09 
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would baTe a ei!P'irioanoe that wCIIlld not be attached 

to eoamenta or a ablilar obaraete11, it -d• b)" a 

ocmdttee or group baTing no aueh actual and publicized 

relatione rlth aD)' sovel"DllleDt departlllent. I aa1d that 

1t waa a well-establ1ahed practice 1D the soTernment 

that no department would make aD)' ausgestions a a to 

matters within the province or another department or 

aseno,-, except in deepest contidenoe to the latter; 

to that propoa1tion the S~etar)' and llr. Ranee both 

aeaented. 

Mr. Harrison aaid that, it I eo requested, he 

would aak Mr. Martin to reai!P' trom the seneral com­

mittee. I said that the SEC was not concerned be­

cause llr. Martin waa a member or that oo.mitt ae; that 

it waa none or our buaineaa; that, or oourae, I would 

not think or ••lc1ns and had no risl>t to ll&k-· an)' re­

quest that xr. Martin reai!P' theretrca; that Kr. Martin 

oould join an,- o~ttee he wanted to; that I waa not 

in an)' wa,- obj .oting to hi a or an,-one alae be inS on 

the seneral o~ttee; bUt that a c~ttee aotinS aa 

a Trea8U1')' adTiaer (and eap.oiall)' one made up or peraona 

• 

!!O 
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aome ot mea did not 11.ke certain pro•11iona ot the SEC 

atatute1 or regulations ) ought not aot upon or give 

recommendations or advice with reapeot to aattera within 

the juriediotion ot the SEC except at the eXpraaa requeat 

ot the Treaaury or the SEC. I added that I waa aura that 

the Treaaury would not , except at our request , aak tor 

rec01111endat1ona or ad'fiee with respect to those matters, 

and Secret1r7 llorgenthau and Under-Seorat1r7 B.anea agreed 

that auoh waa the oeae, 

I also aaid that , doubtleaa, the reaaon the Treasury 

a.nd the Federal Reserve had not told the SEC about the 

April 41acuaaiona concerning hia proposal to appoint any 

such committee waa that the scope ot such a ocmmittea•a 

activities, aa then diacueaed, waa not to include matters 

within our juria41cticn, and that I talt aura that, other­

wtae , we would ha'fe been adv1aed. Ill', Banes -pbat1oelly 

agreed, aaying that be had never underatcod that any such 

co-1ttee waa to do anything axcopt to gather 1ntormat1on 

and otberw1ee to act aa and when it waa eo requested by 

the Treasury, and that be bad not underatood that any auch 

committee wae to consider or deal 1n any way with anything 

within the province ot the SEC. 

Ill'. Barriaon said. that be thought SEC would like to 
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baTe the 1eoeral oa.alttee•a adTioe, I replied tbat, 

trllllkly, 1t the no bad piolted a o~ttee to adTi .. 

it, it would probably DOt baT& aaleoted ell. the peraorw 

that ~ ... the ~tt•••· ai.Doa ..,. or th- -· 

aTowedly oppoaed to aoae ot the proTiaiona ot the SEC 

atatutea &Dd regulatioM, &Dd aa.a to the e•idenoe whioh 

would be praaented by the SEC to the 'l'JIEC, 

Dl &Mwer to .,. azpraeaed appraben.aion.a about 

publ1o1ty, Kro Barr1aon aaid that , 1t the coaaitteea 

sade any propoaale or eusgeatione ooncarntna no .. ttere, 

theJ would c.- throuah h1a and he would ••• that the,. 

were not -de publlo, I replied that it would be 

1mpoae1ble to &Told leaka to newapapere, it caaaittaea 

thua ooneti tuted ll&de &D'J auggaetiona or r-end&tioa.a 

aa to .. ttare withi.D our juriad1ot1on. xr. Banae agreed 

with-· 

xr. Harrison referred to the taot tha~ the Pederal 

Reaene Bllllk was properly 1Dtereeted 1D 1;be uount ot 

broker•' 1.-ne &Dd other loan& on eeouritiee, &Dd I aaid 

that ot oour•• the,. were, &Dd that, tnaorar •• sargi.D 

requir-enta were oonoerned, h e, aa an agent ot the 

Federal Reur.e Board, ooul4 properly aake reo eollatione 

&Dd reoe1•• adrtce tra an,bodJ, 1Dolud1J>g the o...S.tteee , 

the utter ot sargin requir-nta b eing not withi.D jur1a­

d1ction or the SBO. 

112 
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After turtber discussion back and rortb Lin whiob 

both Secretary Vorgentbau and under-Secretary Hanes 

agreed rltb the poaltion wb1ob I too'Jil, !llr . Harrlso.n , ln 

response to a direct question put to b1m by Secretary 

Korgenthau, atated that be would undertake to eee to lt 

that tbe eollllldtteu did nothing whatever, including tbe 

making or suggestion• or proposals , as to matters rl tbin 

tbe Jurlsdlctlon or the SEC . Secretary Vorgentb&u asked 

if I was satisfied with that underetand1ng and I said 

that, ot course, I waa. 
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vr. Harrhon ea1d that be might read ay l et ter to 

the next meeting or the collllldttees. Be also eald that, 

or course be could not keep m~bers or the committees 

from orally dlscuaslng among tbemaelvos matters atrocting 

sec, and I said of course be couldn't• 
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PAR'l'UL PARAPIIJU.8Z or TELI:IIJWI RJ:OIIVJ:D 

:niOK: .Aaerioan Ellbue:r, Parle, rranoe 

DATE: 8epteAber 1~, 19~9, 7 p.a. 

10.: 1978 

P'OR 'I'HJ: 'l'REA8UIIX • 

There vu further progreee todq in world.ng out the 

operations of exchange oontrol. Olear out authorized 

oommero1al tranaaot1one were aubJeot to no dela;r, eepeoiallJ 

where the foreign ourrenor ~· required ~o pa;r for eaeential 

imports. In tbat oategor:r the National 01tJ Bank, tor 

1netanoe, vae able to negotiate eneral e1zeable dollar 

traneact1orus. It ie our underetan41ng, contidentia.ll:r, tbat 

the cuetoaarJ toraalitiee tor 111port lioeneea or foreign 

exchange authorization are not nen required for the rrenoh 

Standard Oil intereata beoauee of the war ti .. importance 

ot the import• ot theae intereete to Prance. XanJ borderli.ne 

oaau, hovner, b&Ye etill to be 4eoide4 and it Y1ll 

neoeeaaril;r require a few dqa before the foreign exchange 

office Y1ll operate emoothlJ. 

!liD SZO'l'IOlf ON! . 

BULLI'l"l'. 

EA:L'IIV 
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Secretary of State, 

Washington. 

OJU.Y 

PARIS 

Dated September 1~, 1939 

Reo •d 6;40 p.m. 

1976 , September 14, 7 p , c , (SECTIOll TWO), 

:.15 

Tborif was no change in day or pound exchange rates today. 

Trading on tile Bour ee again showed signa of profit 

taking ane. \he ~"nuance of tomtrro,_··'l ae~:.lem~nt day. Tbe 

undertone ~~a •~r~ however and~ aur.~e r n{ French innustrial 

securities i mproved their previous q\•: taU.one . In fact 

tho activity ar.ci tenor of the Paris rc..u-er is highly satis­

fying to f inanulal circles and a complete vindicati on of the 

policy o! avoiding a moratorium, ~oat rentes issues 

improved fractionally today. The Young Loan was quoted 

today !or the f irst time since the opening of hostilities, 

at 149 against the laat pr evious quota tion of 207. 

HT~ 
NPL 

BULL ITT 
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LA.R 

Sooretary of Stat e, 

We.ahington. 

OIU.Y 

PARIS 

Dated September 14, 1939 

Reo 1d 8:05 p.m. 

1976, Septe~er 1~, 7 p.m. (SECTION THREE). 

The Ban~ of Franoe statement for tho week ending 

September 7 is published today and is more sati sfaotory 

than had be"ltl ~1::;>Jotod . It revoa'.s .; .1 i r.c.tae.se of 

3,220,000,0~ fz3nos i n commeroi~ ''~Jo~ta &Pd e.n 

inoree.so in open market operations of 401, ::>00, 000 • 

.t.CI.ve.nces on sec..:ritiea increased l9,1i.:Y.l,OVO while thirty 

116 

Cl.e.y advances were down 95,000,000 note circulation increased 

a further 3,791,000,000 to a total of 146,000,000,000. 

(The week covered of oourae included several of the worst 

days of currency w1 tbdrawals but also several days of the 

return flow - please see parsgre.ph Tbreo of our telegram 

No. 1780, September 4, 7 p.m. ) . Current and deposit 

aooounts wer e down 1 ,121,000,000 which included a reduction 

of 433, 000, 000 i n the Treasury account. The ratio of gold 

cover was 58.4~ compared with 59 .~~ for the previous 

week. 

j V I j :>J & ND OF liE8S.t.GE) • 

BULLITT 
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U(a) 

I'•O&M&.. RE$ £1tV£ 8A.NK 

01'" N EW YORk 
!17 

E C ORRESPONDENCE 

COlii'I OllftUt,_I'ILII 

L. w, ltnoka 

DATL8..,t.ba1'-14r-U• 

s uaJ•CT· tBLIPHOUB CORYIUISJtiOI wn•a 
- - - =-11,.,.&11=&: or DOL.&IID, 

I called llr. Bolton at 10145 •·•· t o ltaep ~ poated oa 

the aterl1n& quotat1oa, Sterlln& waa clown t o 8,ee 1/1, I aa1d, not 

dU e to b aa..y otter1DC• but tDUrel.)" becauaa or the abaenca or bu7era , 

Bolton referred to reo111t lelllng 1n our • arket b7 !'1lropaan 0111trel 

ban1<11 I anewared that I a uuaad t h at tbaaa would oaaaa co111111 to 

us now t hat our rata had dropped below the 4,02 lnel quoted by tba 

Br1tiah control, Bolton replied that IUdl ordera racahcd in our 

u r .cat CNat ba tranaaotlona 1n mtch the Br1Uab ooatrol ••• not 

i nterested. t o what anent did tb«r blly at <1,01, I aalted? Be 

replied th at the Br1t11h control waa ratllaing nchaJ~~a q ain llt 

demands but had not ecread upon aD7 principle under 11b1oh 

th<!!}' would liT& axcb•,_• to all -•ra, It South Allarioa, I Ulted1 

• .,ted to buT clollera 111 London ec&.tnat old atarllng balanoaa, tl!luld 

t hiiY 1 at tha ncbaDCat 'fhtl)' h ad not OOCI& to BD7 .4et1n1ta daoiliOD 

yet, Bolton replied. Wam•t, the, 4.02 a limited rate? lot to · 

•••lr7bod7, ba replied, all Aaar1can d•anda t or axeheng a batns 

aathtled it it waa a d• and acainst pre-war atarl1111 balancaa or 

acatnllt current trada with t ha Britith •ptra, !hare ware a snat 

IU D}' other trenaaotioaa which t bq bad to ratlaaa, Bow 111117 clollara 

the coatrol ~d b&Ta to aall to put tha a anet atratsht, 

4.00t 8o tar, I rapMted, tha TOllllla 1a our • anrat bad 

1nailn1t1cmt, lhatbar $110001000 would do tha triolt I did not 

nobod;y oould Ulawar t bat, ~ an actual tan •uld lhow, It 
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P'llDERAI. RESIAVC lANK 

OF NEW YOft.K 
118 

FlCE CORRESPONDENCE 

CO!IFIOIITUL _..,n~·~LD""'-----

r.. w. Jtnolt_o ______ _ 

I 

DAft lep,•ber 1 41 lll!ao 

SuLJoCT· !!LIPBOI! COliYUSA!IOI WI!B 

BAliK OT !%l0L.AII D, ---

'"' sbou14 .,aJ.n &et eelllq orders tor .terllni natlar t o thoee 

reeei•e4 rectr~tlT, tt,ooo,ooo woul 4 a~relT not be 1110111h. le111Wbile 

ou r market' • reaction to thl s break 1n t he eterlina rate wae a 

feellng of disturbance an4 nenousaees. "Th iiiJ' ba4 no r ee:!IOD to teel 

ner'fOUI at all J tht17 110\ll.d ha'fe ell t h e a ehanse thiiiJ' re~1rec1, • 

Bolton replied. 

that wae the aoner t o t he tollo111ng alt uation whi ch bed 

arisen 1n t h1a aa.rltett Ae a rea~lt ot a ooUoa 4eel done b7 a cotton 

house 1n lew Yor!t With .. :rpt, t he l'cTPtilll party t o t he contract ha4 

been calle4 upon to turn11b a4d1Uonal mal'l1n• The l'cnt1ao he4 

r e:-lle4 t hat h e cou14 not g et dollars 1n Catro. It t he ••1'11n were 

turni •he4 1n t h e shape ot eterlinc ooulJ the Aaerican part7 ~,. 

di spose of thh sterlln& 1n t he Loll4on marttett Bolton r epUed t hat 

he t hought the anewer ••• UDcloubte417 "7••• becouee dollar exchao&e 

wu n ee4ed 1n oonnect1oa with t h e trede tranuct1oae with pan of t he 

Br1t1ab •ptre. 

n 1111 P•••• nerllq hart.nc ! &11111 to 1 • .,.,, I call ed 

·DV.noa .,aJ.n to acqga1o' h1ID with t he eituation, l cmdiaa'fia 'ba4 b­

nated, aa4 I un4ernood that Sout h Aller1ca 

tmnc to a.U, but .,aJ.n I r•&ft..S the br eak 1n the rate could 

be dae to b8P7 ottenaca bu' nthv to the -pleh aba111oe of 
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~U.L. lltiA.ftV& aAJ« 

Ofl H~ YOJit.K 
119 

FFICE CORRESPONDENC E 

I 

DA,-a_lp-.)ft U, ll.o 

SUIO.JCCT> IW.IIPBO!!& MtP'IIIOI WID ­

----~·~·~·~~~~FDO~ 

b117era. lbe 4wel.o,_., ... M SU'pftM w tt~•, loltooa npl.1e41 

but would I tell our ~enlr• \bat 817 .taerlom d-d tor dollu 

adl&Qie 'Ciuld be saUstte4 1a \be'-~ •utt• at the rate of 

'-OI 1t 1t1ob d•llld wa• 1a -•loa wt\b the 11Clll14aUoa of aol't­

owned pre-wu aterl..iJII baluoe• or With ourn~~t tn4o ,nn .. oUoas 

ld.tb the BrUte -ire. Could I drop a b1at to the a&ft.t to the\ 

ett en' !bat wu aaotl7 \be postttoa 1a toodaa, be repltod, 111d 

I could adYl•e t he ,.,..,. of 1'• 

Regraded Unclassified



TREASURY DEPARTMENT 

INTE" OI"'"'CE COWWUNICATION 

' ltOM A. lnolrhMf 

'1'l>a followi"C oobellale bae \e• tan.1elle4 ' o • b7 llr. boloo co.,....bl 

~b• call rocein4 f ro• tba llaAk of IDe~ ' 

11)0 I. T. U• ... _. 41c~te4 11A4 _, to ·Jir. Lor" 

'1>7 ........... ; 

2 o1cloclt 1 . T. \ 1M Lor" aclmowledpd to JAoloo .,_, 
••.-ce •• rece1Ye4 IIA4 \bat ba ae aot1f71"C , ... 
'bulloore b7 \elepboM of tbio ••-eel 

21)0 I.T. UM llr . LorM ..... \lw .. i_. \o Dow Joue . 

2111<> I.T. U• laforMUon appeared on llow Jonu 'fioloor. 
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£.!. T. 
10:12 a.m. 

12:53 p .m. 

3:15 p. !D. 

3:35 p .m. 

4:54 P·•· 

INDEX OF TELEPHONE CONVERSATIONS -- 9/14/39 

Secretary talked to Butterwort h 1n London. 

Secretary talked to [noke 1n Hew York. 

Secretary talked to Butterworth 1n London. 

Secretary talked t o George Harr1eon and 
Knoke 1n New York. 

Secretary talked to Butterworth 1n London. 
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\ ~ 111a91,n~t"n f~ ~·.so N.~.-(.W, 
EXCHANGE COMM ITTEE ANNOUNCEMENT :22 

R F LOREE CHA IRMAN OF THE FOREIG N EXCHANGE 

COMM ITT EE ISSUED THE FOLLOW ING ANNOUNCEMENT ON 

OF THE COMM ITTEE-

- IT UND ERSTANDS THAT ANY AMERICAN DEM AN D 

FOR DOLLAR EXCH ANGE WI LL BE SATI SF I ED IN THE 

LONDON MARKET AT THE RAT E OF 4 02 IF SUCH DEMAND 

IS IN CO NNECT ION WITH THE LIOUIOAT ION OF AMER­

ICAN OWNED PRE-WAR STERLI NG BALANCES OR WITH 

CURRENT TRADE TRANSACTIONS WITH THE BR ITISH 

S£P l i 1939 

- - ---------"""':"J. - ··· .. ; -; ' 
. ' . .... :t· ""· . 

.. 

·- • 

.. 

• 

. . 

• 
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91lfoA.IL :11,8,!, 
( 1l5 ll, S,f,)l 

( I ) 

121~ P,IL li,S,!, 
(I~ ll. S.!, )I 

oanaat.!IOllll lll!aD llll. lOOliiiiUI Allll 1L DOD 

... kpt- 1~. 1939 

....ax~xn !Ill orrxox.u. a!II1LDI~ J.t.!l 

Ill:. I.ocbhM4 .-!act Ill'. boa AliA aolbcl hill 

a\out t» 4rop ill the eterllDC rate AliA if » 
ba4 u:r lato .... uoa fro• the liMk of 'lnc)•NI 
or azq of tbe lin Tori< bulr::a H....-cllDC t» 
lower rate to whlch he repllecl •o•, Ill', 
I.ocbhM4 tileD illotractecl ll:r, lllolto to ..-11 the 
liMk of liDClud aDd pt -teTir 1Dforat1oD 
»could, 

Ill', boa .-lad 111:, Lochboacl eel Wo- hill 

t»t th• liMk of •t~••••• offiolal rat• for 
.. utac dollaro, -•J.;r, $4.02, -• a:wlloahle 
to tlw pul'Obaea b7 t- of pre---.. ohrllDC 
baluoeo •d to oterliDC ar1olDC froa _..,tal 

traaaaotioao nth t» lilpire. *'· I.ocbb•• 
poilltecl oo.t thet oar ...-at ba4 DO -lecliP 
of t»" ooDdlUooao AliA therefore lt had DO 
~ ... to hoU.ro of oterllDC arhlDC froa the 
two olaool..flcatloDO .... uODOd. 

Ill', lllolto ..-llecl ad ..S.d tbat the liMk of 
•c,n• bac1 ao.thorisecl the reaaoe of thh u­
fol'llaUooa u4 tbet hi ba4 prepared AliA for-..dld 
to ll:r, Lore• a .. •oac• that the oU1ola1 oterllac 
rat• woulcl IIPJ>l;r aa .... uODecl abon, Ill'. LoobhM4 
th• 1Dqllirecl of ll:r, boa if thh WonoaUoa - • 
o'b\all>e4 froa th• liMk of Jnc]ed &4 *'• lllolto 

ea14 11f••·· 

Regraded Unclassified



TREASURY DEPARTM ENT 

WASHINGTON 

leferr!.IIC \o Mr .... , -1'- ot S.p\oo'kl' 12. 1939. 

MCU'f.Uc \M &bcroo nb'eo'• I ba•o ..... •- 1loq'o.U7 rOCCUIIC 

II ,, c 

_ _.,.1&\el. oqm"- ...._\be ...,..oprta\1..,. bo1 ...... lll \M 

Jodcet tor 19110. I • 1111'1'181111 'lllr tbe ~' ot AcnAl_.. 

( thz'oacl> \be ~ ot tho ~t) tba\ \be lleetU ~·· tor 

\be o&la4&1' 7eu 1939 AN &lHIIIlT oo.-1i\1111 .... \bat 1\ul4o wlU 

tlw .,., ot U.. fr-117 •11Cllla111C wl\IISa tba ..n tlllrV tap -' 

wlU pro~ lut \hJ'OIICil Jlarell or lipi'U of Mitt op~ Aa to tba 

•=otlt ~\1 oa U.. 19110 orop TMI't wbiob woal& •• pal& nt of 

lgll1 ~~pFoprl.aUoa. tlM!r an aot Sa a poolUaa 71\ to 1111..Soo u ,_, 

_, wlll )0 toao. 

It u.. OU8J>OUloa of \be npr q'Ut&o to ooau ..... tllrlniP 

lgllo. tbea u 11 uiUIO& \bat \Uro wlll k.., Naotlt ,.,_, o ... 

\Nato mtero& 1.a\o hl'l iiC \be .,.no& of oupmoloa &1111 that .., tDia 

~laW tor tlllo JIUIMO .....,_, M -. !!do .-14 -• \o 

-- tll5.ooo.ooo ...... 50.ooo.ooo. Oa tbe o\hol' M8&. if \ha 

....,_soa h Uf\el. tbea U.. \oaotlt ,.,._, ooatnoo\o wlll '­

mtero& Solo ..,.. tba aNn -• wlll -. \o k pal& ftt. 

1M..,._, of AcnAltv• ~qm'" lfPI'OK1aMlT tl.ooo.ooo 

a 7101' Sa .aasalo\I'&Uoa of tbe hpl' Aot. &114 ,....er .., oS....--oo 
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_, of \lie foreo - Olllfl"7M oa Wo won w.ll. \o -u.ua \o 

z- )0, 1,-o, 1011'C~ for lltukU-.: U.. 19" ooa\no\o. lf U.O 

oupeuloa of \M C['QO\oa lo ooa\1 ...... ~ \ha\ 4a\o ..a ao 

loclolattfe o~>Ucoo are _,. o. re4uUoa 1a ~ o4ablo\l'&Un tore• 

.......U of ooano 'N 'liP for cOM14oi'&Uoa. 
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TREASURY DEPARTMENT 126 

INTER 01'1'1Cil COMMUNICATION 

DAft Sept. 12, 1939 

TO 

SubJect: 

Secret?!ary rgant hau 

JU-. R 

Suape sion or eugar quotae. 

On Monday, September ll, 1939, t.he President, acting 

under Section 509 or the Sugar Act or 1937, issued a 

proclamation temporarilJ euspending t.he marketing quotae 

on sugar required under t.he provieions or the Sugar Aot or 

1937. There 1e attached the •statement by the Pree1dent • 

tor the press on thie subJect. 

The sugar quotae are determined by the Secretary or 

Agriculture under the Sugar Act or 1937, after considera­

tion or the domeetio supply situation and the probable 

needa or oonsuaers. In the aatter or pr1cee , t.he quota ie 

intended to balance ooneumere' interests with the interests 

or tba doaeatio sugar induetr,. 

Annual quotas under this Act han run around 7 aUl1on 

tons, divided between dcaeetio sugar-producing areas (56 

per cent) and foreign countries and the Philippines (44 per 

cent). 

Tbie action by the President removea all restrictions 

on the quantity or augar, both domeetio and foreign, whiob 

aay be marketed, thereby aaking available to conaumere a 

. aubatantially inoreaeed aupplJ. The Depart.-ent or .Agriou1-

ture, on September 7, 1939, stated that • ••• ample reserveo 

are available tor aarltet1ng abou1d 1 t be found neoeaear:y to 

increase quo t aa. The total quantity or such reserves 1a 

est1aated at ~00,000 tone 1n domestic areas. Large reserve 

euppl1ee can alao be obtained troa Cube and other Latin­

American countries.• 

In addition, oane retinera and iaportera, and beat ougar 

taotor1ea had 1,76o,ooo tone or eugar on band on Ju1J 31, 

1939, an increase or 25 per cent a• compared with a 7ear ago. 

Benatit payments to augar producer• are apparentlJ to 

be ouopendad after tba 1939 procram, i n new or the 

President'• etateaent that 1 it ebou1d not be aesumed that 
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seoretarJ Korgenthau - 2 

pa,ymenta oan be aade w1th reapeot to future oropa eo long 
ae quota• auat be continued 1n auepena1on.• The exo1ae tax 
on eugar, leYied to t1nanoe the admlniatration ot the Act , 
oannot be auapended b7 proclamation but would require an 
aot ot Oongreae. In the 1.nter1m, the Treaeur,y will there­
tore ga1n 1n reYenue the d1tterenoe between the oo11eot1one 
under t hia tax ($65.~1~,058 in t1eoal year 1939) and the 
expenditure• tor adlll1n1etrat1on ot the Aot . Adlll1n1etrat1on 
expend1turee (1nc1ud1.ng benefit pqmenta) were eat111ated 1n 
the budget at $55,000 ,000 tor t1eoal year 1939, and 
$~.000 ,000 tor t1ao&l year 194<>. 

:27 
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FOR Til& PRESS S.pteoober n, 1939 

STATamlT BY THE PRESIDEllt 

1 bavo issued a procleDOti on today temporarily 

suspaod.ing the IDAl'ket.ing quot u on sugar as 04 uergoncy -sure 

required under t"- provisions or tbe S1JDr Act of 19)7. 

This suspensi on """ mad.e necesosry by t he increased 

world deacnd for auger ao a result of tba outbreak or war in 

Europe, tba oxtraordina:y purcbaoes ot sugar by consumers, and 

the apparent specula tive act i vicy . llony consueers, presumab4' , 

have bee> purchasing sugar with tbe view of holding it in 

reserve against the pooa1b111cy of a lengtlu' war and aome 

speculotore and othu holders have apparently tokm advontsgo of 

this aituntion to Advance prices raj>iclzy ond e~pt..too flindfall 

profits. 

The continuance of quota restrictions under the Sugar 

Act would, of course, pbee a restrdnt on tbo urket.ing of 

sugar produced this year in tho beet wear producinc etste• and 

in Louisiana and norida . A groat number of eo.,pla.in te bovo been 

made within the poet few deys thot the quot:l restrictions on 

sugar llllrket.ing are ll8ld.ng 1 t d.1tf1cul t ('I](! cos~ for bouu­

wivee and industrilll usora to got enough sugar to suppl¥ dGC~eetic 

need a. 

Sugar quotas first becu:e effective in 1934 with tba 

psssoge of the Jonee-Costigon'Act. Und&r psocstiae conditione 

tho quote ~atu protect<~<~ producers of aug<:r but mada 0.11pl0 

SUj>plies or tbc product available &t reallCII>llblO pricoa to 

con8Ulllers. Of neceuity, however, tho quots eyotooo aeont 

certain rcatrietions. Tba susponaion of quotso re,.ovee oll 

theao reotrictiono. 

I t ohould be kopt in aind thet, under tha low, the 

quotas ""'Y be reinstated !t such o stop becomes nocosaa:y for the 

welfare of augar producers. 

128 

I t sbculd olso be noted that t bc do1110stic ll\lgor producero 

will coot.inuo to rocaive po~,yr..nto under the 1939 conditional pe;f­

llellt prograa now in e1'foct. Producers will, or eourao, understand 

that under the provioiono of tha Sugar Act it ahould not ho aasuaod 

thet peyliiCDta can be mado with respect to futuro crops ao long •• 

quotsa -..at be cmtinued in suspension . Nor should ony one ao..,_ 

tbet increased ocroage planted under tho stiwlus of war conditione 

can be ..ado poi'ID<lnent for purpoeoa of do~ing futuro allotaento. 
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UNITED STATES COAST GUARD 

WASHINGTON 14 Soptaaber, 19S9, 

Frollt SP&&ent, HOJl&kong, Ch1nao 
To 1 Secretary of tbe Tre&sur)'. 

lleao"ie trao lfr, Hicholeon. 

Ae indicated 1n pr....S.ou us.-eoa, illportant chalgoa 1n 

c::lluncJdn& govOI'1llleDt are pend<ng. '111a 110at int.c-eating one will be 

1n Nnlnce lll.m1Jb7. T. v. Soon& went to Qlllllildnc tho lUth, ,. 

t1>rninc to HOJl&lcoag tho ninth 1n rellpCftOO to -genq call 1n coo­

t>OCUoa with de!enae finance regnl.&Uoaa 1 .. uec1 bT Governor, BOlli~ 

tone, restrictin& purcabae e&lo loano o! foreign eurren.,- aDd gold 

1n tile ColOI'If, copies o! 11'h1ch lire being farwerded ..U II80Ct clipper 

m.t.il, I • pleued to repor-t that tho relat1onoh1p between Ch1Mg 

Kai Shok and To v. SOCII& is great.l.7 :i.llpr<rred dur1.n& 'fieit of T. v. 

Socmc to Qlunak1n&• 

Pro- plans inToln .....,..al of H. H, Jtun& 1'rclo the 

111n18tr7 of Finance ODd restoration o! T. V, Soon& to poorer. '1111a 

chan&• will be ude Ter7 IIUbt.q aa .udder~ action ~ be inte>pretod 

aa adldaaion bT adana Ia1 Sbek that he ....-.d 1n w1that81>d1n& pro­

lqed pressure to clean hawse. PreliJI1nary to thio tac~ea'fin& 

proceae a ouper f1nance c~ttee has been appointed aa doocribed 

in pre'fioua aeesasos and Finance 111nl.atl7 hao ordered eotlbllebmnet 

ot joint bead office bT four aov.,.,_ut banlce 1n ChUDIIdn&• 118ndate 

1IU iewed appointin& adana la1 Shel< aa cba1raaD of the board of 

cuwUne 'with H. H. Jtun&, T, V, Sooaa IDd J , 11. Ode, pneral 

-cer Joiut Sa'finp Bank ae ......... et•""'"l c.-l.ttee. 'll11la 

:29 
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it will eppear tbat Cbiana 1ta1 Shek hae &aOUMd coott-ol of finance etruc­

ture. B7 tho Olld of tho 7Mr it .q be dieco-rered tbat H. H. 1.\mc's 

dnt.ioa aa preeid.el>t of Ezecutin ll>c will bno beccae eo oneroua that 

he will h*"o tc gin up activities in connection with tineMe ond T. V. 

Soon& will quietl;r talco over. Above ia known to verr f• at preaeot 

end it 1o dowable tc lcao p pl.ma c~ntidont1&1 aa lons aa poaeible. 

lleantae T. V. Soong 1a leaving for Hanoi in a !II" d~a to nego­

tiate with French with 'III>CII ha a .... tc h..,. powerful intl11A111Ce in ,..._ 

gard tc tho tr.,sportation of....,. uter1&ls tc Iz""'-O•lna llbich the 

French line been restricting lato:cy. FrCilll Hanoi T. v. S001>11 will pro-

coed tc Chungld.ns, ,...1nlng for 8CIIe ti-e. Ae tc ruture IIOY•onto, 

it all soea well accCil'dins tc the plAn in Qmn&)dng, be .q 118ke a 

trip to Eur~;ehould the situation be not to his 1.1ld.:D8, he will 

remain in Chil>a, but •~ of thio later. T. V. Soong appears TV7 

hoppJ .,... ... the trend ot affairs in ctnmllldns 11>4 ""C' the tact that 

he hae made paace witll Cbiana 1ta1 Sbelc. It ia rtt:1 opinion that i t waa 

neceeaacy tor tb• to llolk:e certain -tual coaceaeiona, the nature of 

which s->a ia not revu.l.1ng at preaeDt. Ba waa tavorehq t.preaaed 

with Sheehan and hie llieeioa tc China and I teal certain be will to1ca 

en active personal intC'aat in the cc.oiaeioa. Be aalcad Sheehan tc 

call 011 hia in c&ao af DOedo 
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GROUP IIBETDIG September 14, 1989 
9 a~o a .a . 

Preoent l Xr. H&noa 
Dutf1eld 
Thompson 
Smith 
Craves 
Raae 
Lochhead 
Harris 
Foley 
Whi.te 
Baili e 
!!urge a a 
Viner 
Riefler 
Smith 
Stewart 
Klotz 

H. lo!. Jrs 

Harri e s 

H.tt. Jra 

llr. 
llr, 
Ur. 
Jolr. 
Llr. 
llr. 
llr. 
Ur. 
l.!r . 
llr. 
llr. 
llr. 
llr. 
llr. 
llr. 
lira 

Good morning , everybody. 

I got a memorand\IDI here and I will read it ao we 
can put 1t in writing. 'l'hia 1e from Har ry Collins . 

"While I have not been able to ascertain the total 
amount of manganese 1n th1a country 1n bond, and 
"<~hile i t 1s a matter over which I have no control, 
I think some stepa should be taken, 1f possible, 
to prevent such manganese ae 1e presently in bond 
from being d i ssipated by ah1pmonte which would take 
it out of the continental l1m1te or the United 
Statea. • 

Who can help on tba tt 

'l'lla t ia CUstoms. 

Barrie , could you look into that' 

I will be gl ad to look in to it . I can 1 t imagine 
tba t this ata te ot a ffai r e - I can 1 t imagine any­
body shipping manganese out ot thia count ry. We 
are , of course , grea t illlportera of manganese and 
when the steel eompaniea get under way they will 
want that and won 1 t ,export a pound. I will be very 
glad to get a report on that, 

'l'b1e comes under strategi c war materials. 
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It may be possible tba t they may bo 1n bond tor 
teennical reasons . 

I t i s the f irst time I know that manganese over 
eame 1n in bond. 

I never hoard o f any. 

Harold , ask Collins to give you a l i st of tho , 
e i ghteen s trateg1e war materials that h o i s worldng 
on for the Army and Na VJ. There i a a list of 
eig)ltoon. You 1111ght g1ve that U at to Kr. Harris 
and then when ho i s looking up manganese , he can 
see i f any others of thoae are 1n bond, I think 
ho baa a list of eighteen. 

You are speaking to met 

No , Graves . Graves can look at the .ProcureJ:lent 
Fund . He can eontact Collins. 

I r oad this thing a bout tho Chino eo . What am I to 
do about 1tt 

Nothing , I thought you would like to know what the 
bill of particulars stated they we re relying on •••• 

Number 12 where 1t aaya H, II , Jr. r equested Ambas sador 
Wang to work out tho details of the loan, it is 
entirely wrong. I wruld have me.d o tha t request 1n 
Parle of Wellington Koo, but I was afraid to make 
the request , I d1dn 1 t trus t them. I me.de i t 1n tho 
Embassy or \7oll.1nj;ton Koo and bad no contact w1 th 
Wang whatsoever. 

They sent the bill of parti culars down and they 
wan ted t o know 1f we wan t ed them to ea:te down for 
a eonteroneo. I don •t think i t i s really neceaaaey. 

Oh, I think 1f 1 t 1a all aa accurate aa t hat •• •• 

I don't have any thi ng . 

How are you making out on that prose releaset 

It waa sent yesterday t o the War and Navy Departments 
and to Mr. Foley and Mr. Hanes for them to look at , 
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I hope to get answers baok toda;r. 

Bt.rryt 

Just a table showing the fall in the various 
ra tea e1noe the trouble began. 

If you stay beh.1nd a minute, Harry, when this 
meeting is over, I want to talk to you. 

Yea. That is all . 

And also Ed Poley. I will talk to the t wo or you. 

Edt 

SBC asked for certain reporte 1n regard to the 
movemont of international credits that were on 
file in the Fed 1n Now York, and now they say that 
i t i sn' t necessary at this time for their Examiners 
to look at that sturr. They may call on us a little 
later, but they don't need to look at i t r i ght now, 
and a letter to the Fed and a letter to the SEC 
are being prepared for your sigJ>a ture . 

Is that allt 

That is all. 

Row about the letter to the Attorney General on 
that bank? 

It wont out, I understand, to D,elano last night . 
Cy sent it to him. 

(Mr . Banes entere ) 

Hello , Johnny. Johnny, read thie over and see if 
you think that is what you and I said. 

Johnny and I bad lunch with two gentlemen and I 
didn't realize that this fellow was a reporter , 
and he goes back and wri tes rive pages of wb&t 
took place , but he doee aend us a copy. Neither 
Johnny nor I was a hero at lunch. 

\'laa he? 
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H, !f. Jr: Yea. 

Grave 51 

Burgeae 1 

Lochhead: 

H, M, Jr: 

Bell i 

H, Y, Jr: 

Sell : 

H. M.Jra 

Haas : 

H.u. Jra 

Harold? 

(Shakes head negatively). 

The Government market is ver y quiet this morning. 
The Federal is taking very little. Just before 
I cllllle in here they had t aken 132 thousand. They 
are just getting lit tle odd lot s and the market 
see= to be taking care or i t sel f pretty well. 
You know about sterling, it i s down to 3. 98. 
Archie probably explained that. 

Sterling i s down t o 3 . 96. I have asked Knoke to 
telephone the Sank and give us some 1nforcation 
on i t . 

Could somebody tell me , 'bas there been any excessive 
amount of hol ders of baby bonds cashing their bonds? 

(!4r. Viner, J.4r, !liet'ler and t.tr, Stewart enter) 

You have got to co the whole length of the room; 
you can't come in the ba ck door. Tom Smith comes 
in at 8 :29 and he tells me the wai t ress says this 
moming , "You had better hurry up , you will be 
late for class." 

Does anybody know whether there baa been an extra 
amount of repatriation of baby bondat 

ll'e haven ' t noticed it. 

Would you take a look at itt 

Yes, · lie probably won't know unt11 the end of the 
month. 

Anything from the economics aoctlon? George? 

I have something. You haven ' t eeen this since 
the war started. (Handi ng chart to Secretary) 

I see according to the papers they are not going 
to take a vote on corn. 
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That is right. '!bat ehowa they were up higher 
than they were estima ted 1n January, but a good 
piece of that i e the reaul t f r om the Commodity 
Credit Corporat i on taking up the cotton loan 
fr011 the banks . 

.:.35 

Are you going to tell me soon abou t Agriculture? 

Yea , I am making good progreaa on that. I may be 
a b l e to f inish i t up today. 

You miuJ>t br1ng in tcmor row some f i gures , too, on 
what WPA l s doing with thei r employt>ent . I haven't 
aeon that in a long time. 

On August 31st 1t was down to 1 1 850, 000. In 
September i t was estimated at 1 , 800, 000, 000. 

Did you hear thet , Georgef 

Yes . 

\'/here d i d you get tha t from? 

In las t night ' s pnpor . 

Jake? 

Well , we have been running into War Indus t ries Board 
and Army staff men 'IIIlo seem to be working on various 
plana, 1nclud1ng plane tor tliUincial contr ols , and 
I am wondering just 'llllat the contacts are between 
the Treasury and that work . 

None . 

l'lhat sort of conta cts does the Treasury want t o 
have? 

I can g ive a bit of information. One of tbe men 
who was workina on the price aspect of that control 
under Uoulton and with Harvey , about six monthS 
ago t hey were supposed to work wi th the Trensury 
and they kept postponing the date and they were 
f inally taken on t he payroll of the Army and d id 
not contact the Treasury further. But he asked 
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one of my men what we wore doing here wi th respect 
to preparing for financing of the war, i f and When 
it does come. Possibly he left off the "if, " I 
don ' t know. Be sai d he didn' t know anything about 
1t, but he repeated the request to me, because the 
fellow added, •certainly, they are doing nothing 
in tho War Department . • 

Well , Jake , I have got you down at 3 :00, so 1f you 
want to talk about any other stuff or want to bring 
your associates with you at 3: 00, I will have plenty 
of time for that. 

Yes . 

If you want to come in at 3 : 00, I will be delighted. 

This chart that they have got , J.lr. Secretary, has a 
War Finance division 1n the set-up. It seems to me 
that that ouant to be el1m1nated if 1t has &n)' 

reference to Treasury f 1nanc1ng. 

The President told the Cabinet he wouldn't accept 
thi s book 111\ich tho Aeshtant Secretary of War and 
Navy got out , this pamphlet on how to organize. 
I gathered he ju3t completely discarded it. 

I saw yesterday 1n Harold Smith's office these 
various charts and he had marlced on every one, "Dis­
approved" - the President had. 

There you are. And again, for your gu i dance , tho 
President cons i der s War Industries Board simply a 
study gr oup. 

The public certainly doesn't know t hat. 

Even if they are a study group and an emergency 
comes ond they are ready with lots of pl ans , those 
plana get lots of headway, whatever their merits. 

I !mow 'llba t the President 's plana are for the war, 
because he told me twice and any thing t hat has to 
do with tl.nance , be is relying on thO Treasury. 

Under t hose circumstances , maybe it will be better 
just to ignore tho other, 
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Do you th1nk eot 

ll11;J>t wo11< throUS)l the Budget to get that part 

el1&1nated. 

Would you bear tb.t.t 1n toindt 

Yea . 

:37 

I woul.d l1Jce to oome in at t b.t.t .... etlng at 10 : 00. 

What meetingt 

About the wer reoourcea. 

You are· 1nv1.ted. 

llro Secretary, I wonder whether IOQCething alee odi;Jlt 

not be thought ot. Wby doe on 1 t the Treasury Depart­

ment go ahead nth the preparati<>na, bol.ding on i t a 

own • • • • 

Some body IIWS t do that. 'l'ba t b our 1nterea t 1n it, 

thet it ought to be done, 

'!'bat will be done tull7 within the !l'e&SIU')' ao oDe 

ot 70ur regular TreaoUl'J projeoto. 

lN:ppoaing I aee the three ~·a• thia afternoon and 

aee what they have got . I b.t.ven' t really aat down 

with thea since they h ave been h ere , 

They are alweya la t e, 

And l e t's ... what they aay. I know the Pres ident 

ian ' t r el:fins on tbia l'&r In<tuatrl.ea ~· Re ia 

not rel:fins on these aob111sa t1on plana. 'ibat book 

tb.t.t JOU aaw, llarria , tb.t.t ia just diocarded now. 

We will talk a bout i t at 3t00. I ca1a1der I aa 

ready, Attar all , on a quution or financing a 

war, it 1a beat to g et down to how -cb -=•1 tbloy 

need and are going to Deed and raise i t. I don't 

aee that - ha•e &Dy ••1'7 to~ plana. 

lo , u cept that I th1.nk poao1bl7 to aa7 tb.t.t you 

have got the plana and 1n the aacond place , they 
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may be a little more involved, not only the question 
of f1nanc1ns, but whether you intend to adopt any 
adcUtional tax structure , et cetera. 

All I know is that the President at least two or 
three times has said, "The Treasury i o all right , 
that is the least of~ worriee . • 

And I think financing the war 1a the leaot of the 
worr ies, but you might have it packed a1nly i n a 
little •... 

l!othlns to add to tba t sterling except that I man­
timed Argentine asked me this momina alxm t rates. 
They are very much interested, I noticed they put 
a call back for lltOO o ' clock, They are going to 
try out the London market , 

it 
What ie/runninst tlhy dcn 1 t you go out and get the 
la teat quote? 

I th1Ilk there ouabt to be a Uttle conference on 
the oourse of aterUna, 1f it is going down like 
this, because though there may be adequate jus tifi­
cation and reaoona up to e. certain point, at which 
point there may cease to be those reasons and What 
the effects are I think we ouebt to consi der , be­
cauae they now have exchange controls . There ian 1 t 
qui te the same explanation for decline. I think 
the three "E 's" migbt well add that to their con­
sideration. 

De.nt 

Strategic and critical material is wha t I he. ve been 
working on. Without golns into the details of this 
memorandum, the Act authorizes an appropriation of 
100 million dollars to be used f or four yeara without 
any limit on any particular year, and I have die­
cussed the matter with the Director of the Budget 
and the Procurement Diviaion and we all feel that 
the President could not enter into definite con­
traots for more than the 10 million which was 
appropriated 1n the deficiency bill, but the. t he 
could put into those contl'&ote an option to tue 
wha tever additional amount he wanted, eubjeot to 
appropriations by Congress. But Harry Collins 
doesn't feel that he will get a nibble on that 
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option. He doean 1 t think they will bid on that . 
We suggest thi s , that he 1a contemplating asking 
for bide and stepping up amounts . For instance, 
he wlll say , "What do you bid on 10 thousand tons 
of manganese , 15 thousand, 20 thousand"? Now, we 
will ask for bi de uP to 20 million dollars worth 
or that -teri al and he can accept any or ell of 
them. When the special session of Congreaa comea 
1n we will ask tor a special appropriation of a 
million dollars immediately. 

Will you put that on one page for met 

I have got it on two pages. 

Give a copy of it to Harold. 

139 

If you would approve that laot suggestion, I would 
like to send a copy of that to Harry Collins so that 
he can go ahead with it . He ia ready to ask for 
bids. 

I want to show this to the President. 

0 . K. 

This is in a form that he could see itt 

I t is 1n the next to the last paragraph on the second 
page_. 

What 18 gained i f the atoeka you buy are already in 
the country? Why should we bid ·on stock a to be 
brought in and not alread)' beret 

These bi ds heine; asked will probably com.e from all 
aourees . 

I think the purpos e 1a to bring in stocks that are 
not here now. 

He is right . That is the whole purpose. 

Well , but they have got in the law reference t o that 
old act that requi res JOU to "Buy Ameri can." 

That i a jus t a bsurd. 

Regraded Unclassified



Bell: 

R.l.I . Jr: 

Bell : 

H. M. Jr: 

Bell: 

ll . IA . Jr: 

Bell : 

H. )(, Jr: 

Bell: 

- 10 -

It is there and they have got to work some way, 
as I understand it, to get around it. 

Anything elseT 

Sugar quotas. 

Go nhead. 

If this suspension at the present t ime is made 

• 40 

of sugar quotas and continued through 1940, it is 
assumed there will be no benef1 t payment contracts 
entered into for that crop year , but if the suo­
pen aim 1s raJ.sed any time before the next crop 
year starts , whJ.ch would be next spring, then they 
would enter into those contracts and the money 
would have to be available for that purpose. 
Or , if the suspension is continued throuyh the 
year , t hey could save between 45 and 50 million 
on the sugar quota payments , provi ded of course , 
that Congress doesn't eliminate the taxes , but 
it takes an act of Congress to el imina te the taxes, 
and the admini strative expenses WMount to about 
one million dollara a year and they will have to 
continue for the most part through 1940 in order 
to liquidate the 1939 contracts . 

Is Harold Smith watching thatt 

Yea, he is watchJ.ng it, He is having a rather 
difficult time because it was mentioned a week or 
so ago that agricultural expenditures o~t to 
come down, and tho very next day Wallace s tarted 
a sort of publicity campai[;ll that there would be 
no cllan!!e 1n agricultural payments , I guess you 
saw that 1n the paper. That was l.lmnediately after 
they had the conference. So ho thinks (je is going 
to have quite a diff i cult time i n s etting reduction 
in a gr i culture expenses , even tho~ we have hJ.gher 
prices . That is the memorandum, i f you want it. 
(Handing memorandum to Secretary) 

Now the Mari time program, if you would like to 
hear it. 

Yes. 

They have statutory and construction loan funds , 
contract authorizations amounting to 445 million 
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dollars , They have actually entered into contracts 

up to August 3lat o£ 185 million. They have eon­

tracts in the mill mich will bo approved w1 thin 

the next t wo weeks for 126 a1111on dollars , They 

eatimato that they will enter into additional eon­

tracts before the end or th1a fiaoal year or 
87 million and then they add to tbat approximately 

t1 ve percent for add1 tiona to tho con traota a a they 

go along , something that they see they want to add, 

amounting to 430 million dollars, eo that only leevoe 

thea 15 million dollars at the end or tbie year or 

unused contract authorizations . They have paid 

out only 46 million dollars, They started last 

spring to really making paY=enta . They had cash 

available on August 3lat o£ 150 million dollars , 
They are spending at the present time about 

12 million dollars a month and by the end of this 

fiscal year they expect to have that up to about 

19 million dollars a month , All of th1a program 

contemplates a dericioncy or about 50 million 

dollars , 

llr , Secretary, when you look into the actual state 

or business in tho shipyards, you t1.nd that that 

program Vlbere they aay they have au thor1zed eon­

tracts rune , of course, three and four years ahead, 

eo that most or the ah1pyarda themselves are in a 

position where they can't take any new bus1neaa and 

the bottleneck is the ways on which shipo can bo 

built and those drydocks and that sort of things. 

I know the largest cOCipany can't take a bit of now 

business for three yoars~ 

These contracts run fl'<llll eighteen months to three 
. years , Very tow of them run throe years ; tboae are 

the large boats , They average around twenty months . 

A good =any foreign contracts are still being worked 

on by the American ah1pyarda . 

There 1a one thing you have left out or that report 

and that is that =any ot these boats, it 1a con­

templated, will be sold, you see , ao that a good 

deal or that money will be coming back. 

Eventually, yea . You won't get much of it during 

tbia period we are talking about , They do build 

Regraded Unclassified



li.anes: 

Bell: 

H. ll. Jr: 

llell: 

llell : 

E. t.t.Jr: 

13&11: 

ll .M.Jr: 

Bell: 

H.M. Jra 

Lochhead I 

H.M.Jr: 

Lochhead I 

142 

- 12 -

these boata and sell them on long-term repayment 
plans. 

They also leaee them. 

lhat is the purpose of the eonatruet1on loan !'wid. 
It 1a a revolving fund and these pa,ments go back 
1n and they use it over and over, 

That cash balance, llbere 1a thatf 

It 1a in the Treasury, 1t 1s just an appropriation. 
It me ana we have to finance that, 

That 1a all .... 

It 1a all in the appropriation. 

Bring me up to date tomorrow on U, S . llous ing and 
I auppoae they have charta - aak them to take a 
look f:rom now until June :lOth and eee wba t they 
want to do . When I went away I think they spent 
about 30 million dollare . 

Just a little more than that , '!bey have spent 
between 40 and 50 m.ilUon dollars. 

Would you bring me up to da te on that! 

Yea , I will, 

Sterl1ngf 

Sterling 1s being quoted anywhere trcm 3.90 to 3.95, 
Now that the market ia aeemng to go through the 
s o-called official rate of 4 . 02, they are not doing 
anything until they find out whether London 1a going 
to buy anything or not. I have aeked Knoke t o tele­
phone the Dank. 

Why don't I call Buttorworthf 

I think itwould be all right, 
thia market hae anything, It 
under tho Tripartite we have a 
them. 

because nobody 1n 
aoema to me that 
right to coneult 
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Thompsen : 

'l'hompaon 1 

n. J.:. Jr z 

Thompson 1 

Harris : 

llh1 te 1 

H. U • • Tr l 
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- 1~ -

I th1nl< I will call up the Ambaau.dor himself and 
aek him. 

They will hear you. 

I want them to, 

I have nothing in parti cular to NJport other than 
Judge Moyle h& s a eold , I haven' t been a ble to 
place h im, but I have a room for him downstai rs . 

Who takes hi a quarters over there, lloyle' aT 

It will be a vailable for Kr , Harris . 

He 1a a two- office man. 

Yes . 

I might be known aa H20 · 

Not bad. 

All right, that ia a ll. 
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(OonTereat1on w1tb Butterworth 1n London, England) 

Septeaber 14, 1939 1.44 
10:12 a.a. 

Operator: Go ahead. 

HMJr: Hello. 

Wm. Walton 
Butterworth: Hello, elr. 

!lllJr: How are you' 

3 : Very well, thank you. 

!!HJr: 

3: 

HJ!Jr: 

B: 

HMJr: 

B: 

H!I.Jr: 

8: 

FO!Jr: 

B: 

!D!Jr: 

B: 

llli.JN 

B: 

Fll!Jr: 

A.ll rlgbt. Butterworth, I aalted tor the Ambassador •••• 

Yeah. 

I understand he's out. 

Yellh. 

And When he comes 1n I w1eb you'd eay that I had 
asked tor h1m - I'm talking to you ond this - - I'd 
like him to know that I -- what I'• eay1ng to you 
I want b1m to know. You see? 

I can't bear you, sir. 

I ' d like you t o tell the Ambaeeador ot our oonTerea-
t1on .....• 

I will, e1r. 

•••••• Just as soon ae be oomea in. 

Right, e1r. 

Now, the -- the otr1o1al rate tor t he pound as you 
moat 111te1y know 1e $4. 02. 

Yea. 

And we hen a nollll.nal rate here now ot tJ.U and 
three-qu&rters. 

Now, llbl.le there' e Tery 11 ttle bue1neee being done, 
naturally I'• disturbed. I don't ltnow What 1t meane. 
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B: 

!!MJr: 

B: 

I!MJr: 

B: 

!!J.!Jr: 

B: 

HHJr: 

B: 

HJ.lJr: 

B: 

l!!·!Jr: 

8: 

I!MJr: 

B: 

1!MJr: 

B: 

lll·!Jr: 

- 2 -

But I read this morning that t he rate yesterday 
at Nev York vae t 3.87 I t hink it vae, or $3.97. 
I telephoned the Treasury thU morning. 

Yeah. 

And I'm going t o see them later on t his afternoon. 

Yeah. 

About that very question. They are consulting with 
the Bank of England now about it. 

Fine. tlell, I 'd like to know and -- I'm disturbed 
and I'd like to get a -- I'd like to have an 
explanation. 

Right I 

Because if, after all, t he pound ie pegged •• .... 

Yee • 

••••.• why does it go down to theoe prices? 

Yes . 

And how much further 18 1t going to go. 

Yes. Our hunch ia that th1e U tho temporary 
condition until these regulation• beoooe effective. 

Well, let -- let•e get -- eee if you can get me an 
answer. 

I w~ll indeed, and I've already aaked for one. 

Nov Just a minute. Just a minute. 

(Brief pause. ) 

Now, v1ll you you understood t.ha t I did aak for 
the Ambauador. Hello? 

~ee, air. 

And you will tell him ao. 
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B: 

HMJr: 

a: 
HY.Jr: 

B: 

HMJr: 

B: 

11!-!Jr: 

B: 

HMJr: 

B: 

HY.Jr: 

B: 

HY.Jr: 

B: 

- 3 -

Yes, I will. 

And I'd l ike to hear trom either tbe Ambasaador 
or you today it-- it it'a poasible. 

All right, air. 

On the telephone. 

Oh, on the telephone' 

Yea . And ••.•.. 

!Ught. 

:46 

•••••• --and don't forget it your family should 
come onr here, Y..r a . Y.orgenthau and I will do an)'­
thing we can t o help t hem. 

\fell, tbat 1 s avtully kind or you and I do appreciate 
it. 

Right. 

At the moment I've got them in Scotland and I thought 
I ' d keep them there until the eubmarine a1tuat1on ~itie 
a little bit. 

All right. The -- my -- the trunk and my euit all 
arrind. · 

Oh, good. I'm glad. 

Thank you. Goodb)'e. 

Goodb)'e, air. 
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BepteaMr 1~, 1939 
12105 p.a. 

!IMJr: Yea , Mr. Hickerson. 

John D. Hickerson: Oould I have one minute with you about something 
I can ' t mention over the telephone? 

HMJr: Ia it as confidential as all that? 

H: Yea, air. 

m~Jr : Ie it something Mr. Bull vente' 

H: 

!UlJr: 

Mr. Bull knows about it. It' a something Canada 
want e. 

so~ething Canada vente? 

147 

H: 

H:·tJr: 

H: 

A confidential meaeage trom the Canadian Government. 

Well , how long will it t ake you to get over here' 

It'll take me approximately three m1nutea. 

HMJr: Ho.lte it three and a half and I' 11 aee you. 

H: All r1ght. I'll dash r1ght over, a1r . 
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ID!Jr: Hello. 

Ca;>t. L.C. 
Covell: Yea, llr. Seoretarl" 

H!!Jr: CovelU 

C: Yes, air. 

September 14, 1939 
12:07 p.m. 

: 48 

HMJr: Coast Gua rd placed me in a very embarrassing position 
t his morn1nB. I was there and the Secret ary of the 
President, General Watson, asked me Whether it would 
be to my approval to take Congressman Andernon ott 
a boat and I told him no. 

C: Oh. 

!ll:Jr: Then he called up the General and eaid you had 
already agreed to 1 t. 

C: Well that wne taken up, yes, air, tills ~norn1ng with 
the lia r Depnrtt~~en t. 

l!MJr: liell, cUd you olear i t with the ott1oe ot the 
Secretary of the Treasury? 

C: No, air. 

lil-!Jr: 

C: 

HMJr: 

0: 

HMJr: 

C: 

!!Y.Jr: 

c: 
tw.Jr: 

Well, 1f you'll look up your regulations you'll eee 
that you ' ve got no right to transport any ci v111an 
without •••••• 

Yes, air. Yea, air • 

•....• clear1n8 it with the oftioe ot the Secretary. 

Well, that woe our mistake, air. 

But I didn't want to embarrass you. 

Yoe, air. 

So I ea1d, 1 Vell , it they've done 1t •.•••• • 

Yee , air. 

•.. . . . . 0. X. 1 
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C: 

!!MJr: 

C: 

HMJr: 

c: 
Hl~r : 

C: 

!!MJr: 

0: 

!lHJr: 

C: 

liHJr: 

C: 

H)I.Jr: 

C: 

C: 

!!MJr: 

C: 

- 2-

Yea, eir. 

But please eee that it doesn't happen again. 

I will , air. I'll ••.•.• 

But you'll see that there are regulations, I think, 
that no o1v1lian should be transported without 
getting a pproval trom somebody in my ottlee. 

Yea, air. 

But I didn't vent to make a monkey out ot Coast 
Guard ••••• 

I aee • 

•••••• eo I let it go. 

All right , Mr . Secretary. I ' l l certainly see that 
that doesn't happen again. 

And -- the other thing U it Burke is well ••••• 

Yes, sir. 

•••.•. please, order him to be at Anaoo~ at three 
o'clock tomorrow. 

Three p.m •••••• 

.••••• !astern Standard Time. 

•••••• Eaat,ern Standard Time tomor row ••...• 

•• •• .• and to tly me to New Haokenaack. 

All right, ai r . 

Thank you. 

All r i ght, air. 
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HMJr: Hello. 

Operator: Kr . Bell . Go ahead. 

l!l~Jr: Hello. 

Daniel 1·1. 
Bell: Yea. 

il!lJr: Dan ••...• 

B: Ye~. air. 

8epteaber 14, 1939 
12:09 p . ... 

!CUr: I l et the President -- read 70uf._ memorandUIIl or 

150 

the 13th entitled, 0 8trateg1o and Cr1t1oal Hateriale0? 

B: Uh-huh. 

l!l!Jr: Be read 1t ver7 oaretull7 and I think Jou'll be 
interested 1n knowing he said , •No.• Because 
be's not going to aek tor an7 mone7 trom this 
Congress; number one. 

B: Yeah. 

1!1-!Jr: There tore he suggests that you and Harold Smith see 
1t you can't work 1t out on t h 1a baa1s: He said 
he's 1noreae1ng the Arm7 by trom 25% to 3~. whet­
enr 1t 1e. 

B: Um-blll. 

!IMJr: tberetore, be thinks that be baa the r1gbt to get 
the neoeeearr =ater1ale to go with the 1noreaeed 
arm7 under bla Proolamat1on. 

B: (Laugbe) 

HHJr: He aa1d to take 1 t up with t he Attorne7 General 
and eapeo1ally w1 th Harold Sm1 th and see whether 
he oan do 1t that way. 

B: Ooab, I 1 m atra1d or that I 

l!l!Jr: Well, take a look at 1t, Dan. 
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8: 

HMJr: 

B: 

IIMJr: 

B: 

BV..Jr: 

8: 

IIMJr: 

B: 

IIMJr: 

B: 

IIMJr: 

B: 

IIMJr: 

s: . 

II!(Jr: 

B: 

IDIJr: 

B: 

HMJr: 

B: 

SMJr: 

- 2 -

Yeah. 'feU, I ban hktn a loolt at lt. I Jut 
4oD'' thlnk •••••• 

151 

Well, ih1a 1ao•t an o1'4er -- ihh 1en•t an o1'4tr , 
1t 1e a eusseat1oo. 

Yeah. 

Vell, oheer up. 

Yeah. o. 11:. 

It•e not an order, 1t1 a Juat a euggeet1on. 

Vell now, vhat ehould Harrr Coll1Da do - go aheadt 
He'• re&47 to ehoot. 

Well , be ehoota on t he ten a1ll1on. 

ODlJf 

Onl7. 

And then 1t -- 1t we oan do 1t t he other war, he'll 
Just haTe to aek tor turther • ••••• 

rhat'• r1gbt , 

••••• • quarters, and not 1noreaae th1e one. 

Ool7 on the ten a1ll1on • 

.A.b. • •••••• 

J:eep Harold Ch-ane potted, will rout 

You mow, be oould -- be oould aelt t or that tvent7 
.U.ll1on dollar• • worth 1n b1da b7 atep-qpa &114 U1U 
not oomai t the OonrnMnt beoaun be oao take &DJ 
part ot 1t up to the tvent7 a1111on. 

!be Prea14ent read the anorandwa, &hook h11 bead, 
and ta1d, 1 Jo. • 

'fell, o. 1. Got to ••• What we oan do. 

leep Harold OraTel poated. 

I will , 

Good. 
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HHJr: 

L. '.! . 
Knoke: 

Hl!Jr: 

K: 

!I!:Jr: 

K: 

l!l!Jr: 

K: 

K: 

Hl~Jr: 

K: 

Hl!Jr: 

Hello. 

Yea, Mr. Secretary. 

September 1~, 1939 
12:53 P••· 

What 's happening to t he pound today, anyway? 

Well , (laughs) the pound, you know, has been down 
t o t hree seventy-seven. 

Yeah. 

The -- the pr essure on sterl i ng is not great. I 
mean the emount offered - :. the IIJDOunts offered are 
not large. 

Yeah. 

But the ut t er absence or buyers has brought on t his 
eituation. 

Um-hm. 1qe11, it doesn• t look as though they ' re 
t aking very good care of it, doee 1t? 

Well, no, it cer t ainly does not but , or course , I 
t hink strictly speaking sterling oan only go one 
way, Mr. Secretary. 

\lhich way is the t? 

\/ell t hat 18 goi ng down. I mean, with a -- a 
country that has -- t hat apenda one-half of a 
billion fi ve hundred or spends seven hundred -­
t hree and a hal! bi llion dollara a year on -- on 
armament alone before war was deolarod, I don't 
think oan -- currency of that country can't 
travel to a higher level. 

Yeah. Well, we're waiting to hear from them, 
aren't we? 

~/ell, I don ' t know whether they had told you - I 
Just spoke to them. 

Yeah. 
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K: 

FW!Jr: 

"' .. . 

l!l!Jr: 

K: 

~·!Jr: 

K: 

?: : 

Hl!Jr: 

K: 

l!llJr: 

K: 

- 2 -

And I have -- they asked me, wi thout m:r telling 
them what the purpose wae ot my eeoond call -­
the:y asked me that I tell our banks here that 
any American demands that dollar exchange will 

:53 

be satisfied 1n the London market at the rat e 
ot $4.02, it such demand is . in connection with 
the liquidation ot American- owned pre-war sterl­
ing balances or with t erm t rade transactions wit h 
the British Empire . 

Yeah. \fell, why the hell don't they say that 
publ1cl:y? 

Ah -- well, it t he:y said it publ i cly in t he London 
~arket alone i t wouldn't get here :vet because ot 
the - - the cable service, you eee. And that ls 
reall7 one ot the d1tt'1oul t1ee that our banks are 
not , nor t he banks i n London are 1n a position 
promptl:r to communi cate with each other. 

lleJ.!.. they could tell you to give it to us, couldn't 
t he,.. 
\/ell, they mi ght have done so earlier, :yes, but 
i t is now on the way over to t he oha1rman ot 
t he committee and he ' ll put it out --he ' ll dis­
tribute it immediately among the banks. 

The chairman of what committee? 

Oh, this foreign exchange c ommittee, Loree, 
that ' s acting as a chairman tor ue. 

Normal l:y you'd call up the banks yoursel f, wouldn't 
you? 

Yeah, but that would -- tha t' a Juet the difference 
:rou eee. And in that oaee we would -- we could onl:y 
call a 11m! t ed number and he nov has the -- through 
a committee, access t o t he 60 odd banks here. 

I see. o. K. 

All right, sir. I hope you feel well after your 
trip. 

I don't, thank you. 

(Lausnsl Well , I ' m sorry I raised the ~uestion . 
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m:J r : It'• all right. 

1( : Goodbye , Mr. Secretary. 

HHJr: Goodbye. 
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Operator: Go ahead, 

HY.Jr: Bel lo. 

1111 . Valton 
Butterworth: Bello, air. 

!C~Jr: Butterworth ••. ... 

B: Yes, e1r. 

September 1~, 1939 
3:15 p . m. 

:ss 

!O!Jr: I'm going on the assumption 'Whatever I say to you 
is listened to anyway. 

B: Yes . 

!!:!Jr: So -- I mean, b7 the Engl.ieh , ao I'm not saying 
an7thing I don ' t vant theM to ll:nov. 

B• Yes. 

m.:Jr: Nov, I didn 1 t hear trom you on the rate bua1neaa. 
I don' t knov 1t you knov vhat happened. 

B: No. 

ID!Jr: Well let me tell you at thU end Vhat happened. 
Atter ve got Knoke to telephone the aeoond tiMe -
ve had great d.1tt1oul ty getting h1oa to phone -
the7 said that tbe7 ha4 an arrangement vhereb7 
aD7bod7 vho had a le~ t1ma te tranaaotion could 
get h1e eterl1ng at $1J.. 02. 

8: Yea . 

HMJr: And then they gave t hat t o Knoke and Xnoke g1vea 
it to the eo-oalled Loree Committee, who g1vea it 
out 1n Nev York. Nov, I can 1 t 1mag1ne a more 
etup1d vay ot handling aometh1ng than the va7 
they' ve handled this th1ng today. Oan you hear met 

B: Who gan 1t out 1n Nev Yorkt 

!!!'.Jr: Knoke g1 vee 1t to Loree, vho 11 ohairDAII ot a 
t ore1gn exchange ooomittee ..••• • 

B: Yea . 
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HHJr: 

B: 

Jll.!Jr : 

B: 

JlJ.lJr: 

B: 

Jt{Jr: 

a: 

I!}!Jr: 

B: 

Hl·IJr: 

B: 

!-:Y.Jr: 

B: 

!IHJr: 

B: 

P.l{Jr: 

B: 

HHJr: 

B: 

- 2 -

••...• ot the banks. 

Yea. 

And he announces to the world what is the policy 
ot the Bri tish Treasury 1a. 

Yea. 

And -- as a matter ot tact, he called them betore 
he called us. 

Yea. 

Now, I take 1t t hat you yet haven't heard trom the 
Brit1eh Treasury. 

-ell, they've Just telephoned me and asked oe to 
oome over to the Treasury now; that they've formu­
lated the message wh1cb t hey want me to send t o you. 

liell, this was -- we had th18 intomat1on -- ah -­
about t1ve m1nutee of one . 

Yea . 

Standard time. 

Yea. 

It ' s now a quarter past three. 

Yea. 

156 

And sterling, as rou know, went dovn to $}.77· 
up nov, I think, 1}. 97, or something like that. 

It's 

Yea . 

Well, I don't know what 1t does to their markete but 
it's moat diaturb1ng to our marketa. 

Right. 

And it certainly doesn't help the Br1tieh ored1t to 
have the pound being k1oked around by every Tom, Diok 
t.nd Harry. 

Iee. 
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rn.tJr: 

8: 

HY.Jr: 

B: 

i!!!Jr: 

8: 

H}!Jr: 

B: 

ID:Jr: 

B: 

8: 

:i!!Jr: 

B: 

Hl!Jr: 

B: 

l!l!Jr: 

B: 

~57 
- 3 -

And then have the t hing announced, what t he Br i t iah 
Government pol1oy is, b7 an informal commit tee or 
tho banks . 

Yes . 

And I can ' t-- I-- to me it's the heighth or 
atupidit7. 

But who announced that, our banka' 

Yes. There's a --there's a group or-- ot - - a group 
or banks or for eign exchange which George Harrison 
formed in Nev York. 

Yea. 

And Mr. Loree is the ohainoan or it. 

Yes, but - - aid they do that with the British 
with the Bank or England's permission, or non 

I don' t know. Ah • . • . • • 

I. •. • . • 

I think the7 did. Well , what -- as I understand it 
from Knoke -- I talked to Xnoke -- that -- that the 
Bank or England 11 o l d Xnolte t hat he could tell the 
banks. See? 

Yea. 

He didn't t el,l him to malta a public announcement 
but that he could tell the banlta •••.•• 

Yea • 

•••••• that the7 could clear at $4.02. 

Yea. 

And when he told them that sterling vas selling at 
$3.77-

Yes . 
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HMJr: 

a: 
h~~Jr: 

a: 
I!HJr: 

a: 
!!l!Jr: 

a: 
!ll·!Jr: 

a: 
HllJr: 

a: 

h<:Jr: 

a: 
Hl!Jr: 

HMJr: 

lSB 
- 4 -

Nov, I don't know Vhat•a the m~tter over there, but 
1t they ' re going to clear at .4.02 Why don't they 
tell -- why doesn't the Brit1ah Treasury tell the 
United States Treasury and then let the United States 
<Treasury announce it tor them? 

Yea. 

I mean, that's what we've go t the Tripartite tor. 

Nov, it-- it t hey want to-- and that's What we 
set up this Whole baaia ot exchange tor 1ntor..ation. 

Yea. 

To a e -- 1t'a --I Just can't understand it. 

Who -- why did Knoke telephone at all' 

Because we asked him to try to find ou t to ~t a 
rate. So we told him to t elephone the Bank ot 
England to see 1t he could find out what they 
were doing. 

Yes. 

And that ' a 'lib at happened. 

Well, I'm going to see the Treasury , as I say, in 
about ten minutes and I will call you back if I do . 

Vell, I -- and -- and see if in the future if if 
they can't tell us the night before and t hen get 
word to the United States Treaaury and l et the 
Treasury announce it tor them. 

I will, a1r. 

Bee? \·lhat vhat•e the purpose ot having a - - a 
tramework and the Tripartite Agreement 1t they 
don ' t use iU 

I agree, air. 

lfb.at' 
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HJ.!Jr: 

B: 

!f1Jr: 

B: 

!!Y.Jr: 

8: 

H<!Jr : 

B: 

~ !Jr: 

B: 

!il:Jr: 

B: 

!iMJr: 

B: 

!!!·!J r : 

B: 

HMJr: 

B: 
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I agree, air. 

Well , and here it ie twenty minutes past t hree 
our time and you're sitting over there ae my 
repreeentative and you -- you haven't got it 
yet. 

Yes, but I ' m Just about to get it. 

~~t t1me is it London t1 me? 

I t 1 e about-- about twenty minutes past n1ne. 

J.59 

\leU, a nd it -- what they're going to do tomorrow •.. .. 

All right, s1r. 

•...•• le t them tell you. 

All r ight, s1r. 

And -- and let - - and le t the Uni ted States Treasury 
announce it tor them. 

All right, sir. 

See? 

Yes, and t hen I think thAt -- thAt our part or that 
would be to a 1 o w up the Knoke conversations too . 

What' a that? 

I t h1nlt our uart ot that would be to s 1 o w up the 
Xnoke oonversatlona. 

Yea , 1t we can get 1ntorsat1on troa the British 
Treasury. 

All right, sir. 

But it we can't and we 've got to get i t somehow, 
we're going to get it by hook or crook. 

Yes , si r . Well, I -- I hope to talk with you 
1n a very rew mi nutes again. 

What•e that? 
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HJ.!Jr: 

a: 
l!I!Jr: 

a: 
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I bope to tall< vi th 701:1 in a .,.1'7 tew a! nut .. 
again. 

Good, and rou keep the Ambaeeador 1ntormed, will 
70U' 

Oh, ree, I will. 

Thank you. Th&nl< you. 

You're welooce. Goodb7e. 

160 
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!:!HJr: Hello. 

8ept eaber 14, 1939 
3:33 p . r.l . 

Operator: 

H!!Jr: 

Governor Harrison and Mr. Knoke. 

Right. Hello. 

George 
Harris on: Hello. 

ill~Jr : George • ••••• 

H: Yea, Henry. 

:C!Jr: I Alii very much disturbed abou~ what happened on 
the pound today. At about r1ve mi nutes or one, I 
oalled Knoke ••.•.. 

II : Yea . 

::.61 

!-3:Jr: •••... and Knoke told me about t h U word t ha t he got 
rrom t h e British that t hey ' d do bus i ness at $4. 02. 

H: Yeo . 

!!!~Jr: !low, I just talked with Butt erwor t h. 1 want to t ell 
you, Butterworth had no t yet heard t'rom t l1e British 
Treasury, although he' a been asked to find out it 
they would do busi ness at $4. 02, and I have sent word 
to t he British Treasury t hat t his sort or thing 
can 1 t go on again. 

H: Yeah. 

HY.Jr: And that if the Bri tieh Treasury baa an announce:11ent 
t o cake under the Tri partite, I vie.h they would 
ooaaun1cate i t t o me at least t he day bef ore ins tead 
instead or the night aft erwards ao that ve oe.n 
e.nnounoe it and give all or our business men an 
equal opportunity. 

H: Uh-huh. 

l!J.:Jr: Now, I have before me the Dow J ones ticker or one t1tty 
vith announcement by Loree, Whioh is one hour 
attar Knoke talked t o me t hot you oould do business 
at $4. 02. Nov vhen Knoke t alked to me t he pound vas 
dovn t o roughly $3.77 and-- I nean , t he first tor the ••• 
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I thiolt 10UJ' - the hour 11 cUfferent, it' a the 
4ayl1ght t1lle . 
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Oh I You're right -- you ' re right. Vall, nov wait 
a m1nut, -- no,vait a minut e, that '• our time here. 
Ask !Cnolte. 

Yes , !Cnolte ie right on here. He'll answer ••.•• . 

I th1nk that one tit •.•...• 

Mr. 8eoretary •••.•• 

Yes. 

Ah •••••• 

One fifty I th1nk ie our time. 

Well , a t the time I had g1Ten it -- I spoke to you 
vas about ten minutes of two our time , or five 
minutes ot two our t ime , Mr. 8eoretary. 

'i'hat• a right . 

I had sent it over to Loree at -- my telephone call 
vas -- London, one twenty- five; I got through at 
one t hirty-five , one forty. 

Yeah. 

I had it tfpevritten, I sent it oTer - -Loree --I 
eent word t o hill to -- he vae avay at l unch and to 
oall me. He called ae before I vent into the 
Board meeting at fin m1nu tea after two. He said 
he would :put it out at onoe and he eent vord 1D to 
me at the Board ~>eet1ng about tvo ainutee -- twenty 
a1nutee a tter two that -- it had gone out and 
aterl1ng vas going up. 

Well . . .... . 

So I don't think you'll find t here's any gap on the 
time, Henry. 

Vall, the point is, my ooapla1nt primarily, 
bea1oally, ie with t he BritUh treasury • 

• 
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Yeah. 

I wanted you to know wha t I told But t erworth. 

Yeah. 

And what I asked Butterworth to tell them. 

Yea. 

163 

"That this~- we should-- in the price at $4,02 - - or 
let's say $4,03 tor Fr1dar, we ought to know it 
nov eo that when the tallow piolr.a up hia morni.ng 
paper tomorrow oorning he aeaa the announcement. 

Ub-huh. 

HMJr: And doesn't get it twel•e houra later. And .••.... 

R: 

H: 

f!!(Jr: 

H: 

!!l'.Jr: 

H: 

!il!Jr: 

H: 

Did Butterworth knov something about it' 

He bad Just gotten vord to oome to the Treaaurr and 
When I called him, which ia about titteen mi nutea 
ago, he knew nothing about it. 

11h-huh. 

Which is terrible! 

Yeah. 

And I called hlm thia morning and aalr.ed hilll t o trr 
to tind out. Seat 

Yea. 

And -- but I -- I wanted to -- rou to know what I 
told him to tell the Treaaurr, that anrth1ng l1lr.e 
th1a in the tuture, t hat under the Tripartite, it 
Should be trom one Treaaurr to another and at 
leaat the night betore eo that tber oan ask ua to 
get 12111 thing out. 

Just-- Just a minute. (Talka aaide.) Knoke's --(to Knoke) 
You can go ahead -- rou explain that. 

Mr. 8eoretarr, thia 11 -- aa tar aa we're -- aa.tar 
aa I oan aee not the Tripartite. A• a matter ot 
taot, it' a preferred treatment tor Americana. 
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Neither the Dutch, nor the Belg1an8, nor the 
Swedoe get th1e , 8o 1t i8 not a -- a Treaeury 
decision, - neither is it Tripartite; it ' s 
somethi ng that they have probably in -- under 
pressure or ovente doctored up in order to help 
out -- to -- to avoid cri t1o1am troo 1:1se!llngton. 

liell • •• • •• 

Really, it 1 8 -- ae I see it, it 1 8 --it's an action 
taken by them to - - to help our business - give us 
preference over everybody else . 

\'/ell, I t hink tor t he Br1 tioh Oover·nmont' s announce­
ment to go out through a man like Loree and -- I 
think it 1 a terrible ! 

t:ell, but, V.r . Secretary, thlo 1e not -- this 1e 
not a Government announeeoent. It le - - let me 
recall to you what I -- I called up tor the pur­
pose or aoklng whet her -- aek.ing Bolton whether 
I could drop a hint to the market or what be had 
told me before; namel y, thAt $~.02 was the r a te 
a t whioh exohnnge would be oet aside -- demands 
for the -- for the exchange would be set aside 
for -- tor Americans. I sai d tha t some such 
announcement - - some such hi nt to the market 
would help, and I called them - I told them t he 
rate was down and he knew why I called, and be 
said, 1 1:1hy don ' t you tel1 to your-- t ell your 
bank that What I told you this morning 1s a tact 
- naJ:tely, t hat Ameri cans can get exchange"' 
It vas-- I 've .••..• 

llell you -- e e I underetand it, you called when 
Archie-- a t Aroble Lochhead' s suggesti on. 

Well, I oallod the f irst tlmo. The second t ime I 
--I -- I called • • •... 

Ah •..... 

The tirat time when -- when Archie suggested it; 
when the marke t broke turther I -- I put in a call, 
a s econd call, which vae about one o'clock. And 
at t hat tioe I said to - - to Archie, "I'm goi ng to 
call them again, what do you t hink ot itt I have 
pu t in a call, what do you t hink ot it? We'll 
we 'll - - I ' ll ask -- I'll oee what I can get - - on 
t hat -- that statement !roM them - t hat assurance .• 
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Well, I want you to know, all around I've never 
aeen --I Just oan•t believe that the British 
Government want s a thing handled like this and I 
know I don't want 1t handled like this, and I 
don't want anything to do with handling a thing 
in th1a way. I oan ' t have any part or it. And 
I -- I've -- when I hear again from Butterworth -
he's now at the British Treasury- I'll call you 
baok and let you know what he says. 

Firat rate. 
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But -- I mean, 1t 1 e the lapse or time and everything 
-- I oean, I Juat can ' t understand that t hey'd do 
business 1n this manner. I cean -- if t be7 knew 
lt was going to be $~.02, why didn't the)' tell us 
so last night? But let's-- when I hear from them 
again I 'll give )'OU another ring. 

First rate. 

Hr. Secretary, may I say one thing? 

You can eay two t hings. 

The $~.02 rate ls the one that -- that was announced 
by thee on September the third. That 1e not a new 
rate. 

\I ell ••• ••• 

At that time they -- they quoted -- the Bri tish 
exchange, the -- the day they opened after September 
fourth aa or Septecber five, they quoted at a cer­
tain rate nine foreign exchanges, aoong them the 
dollar and quoted $~.02 to $~.o6 for the dollar. 

There's no argument abou t that but the fellow that 
--that dld buaineaa at $3.77 t oday didn't know 
that it waa $~.02 and that fellow must reel pretty 
a1ok tonight. · 

Oh, yea. Yes. 

Well , and -- and between ua we have to take the 
blame. And I -- I Just don't wont it to happen 1n 
this helter-akelter haphazard way a gain. And, 
aa I say, 
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I -- I blame the Brit1ah 'l'reaeur:r. 
terrible l 

-1ss 

I think it'a 

Yeah. Well, I don't aaa hov there'• an:r of blame 
attaohed to an:r of ue at all. 

Ab -- I -- I - - we 're not -- I mftan , we oan't do 
buaineaa unleaa they give ua ordera, but tha:r 
ehould g1ve ua ordera the night before. Well •••••. 

II ell •••..• 

. . . . . . I I II tallt1ng. . . . . . 

Let ua know what :rou hear from Butterworth. 

I '11 let :rou '!<nov and -- and I want to let :rou knoV 
juat llhat I d1d and -- eo that I wuldn' t be aaJ.­
i ng one thing to Butterworth and -- and you not 
knowing it. 

Yeah. 

O.JC., 

All right . Firat rate. Thank you. 

Thank you. 
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Butter­
worth: 

U. li. Jr: 

B: 

H. l4.Jr: 

6: 

H. 'J .Jr : 

B: 

a . ll.Jr: 

B: 

September 14, 1939 
4:58 p.m. 

:G7 

I have a written message for you from the Chancellor 
of tile Exchequer . 

Xes. 

Shall I r ead i t? 

Xes , we ' ll take i t down . Go ahead . 

"l under stand that you have expr essed apprehens ion 
at the fact that quotations for sterling in New 
York have appeared at a figure sooe eighteen cents 
below the control pri ce. " 

Xes . 

"It would be over- optimistic to expect that with 
exchange control in operation he thought that the 
black market can be altogether prevented. We have 
in fact , that requirement for dollars in London of 
Americans freely and we assume that sterl ing on 
offer in New Xork must be sterling offered by other 
neutrals , whose de:nands "e have not -- we were not 
r eady to meet in full or by speculators . 

"\,'e should be gl ad of any further information which 
you can obt3in as to the s ize of amounts on offer. 
I.e 3ssume here tnat soaall amounts are being offered 
on t he thin market . To prevent such transactions 
altogether i t would be necessary either ~or us to 
meet all demands for dollars f~om all neutrhls , 
which we are not in a posit ion t o do , or alternatively 
t o put blocs-- compl ete blocs on every standing 
account o•.ned by foreigners in London. This would 
interali a mean that we should refuse to furn ish 
Americans in London wi th dollars , and , in fact , 
prevent them from using tneir sterl ing balances for 
purpose ~hatever • i thout express permission. 

"We did, in fact , consider the genernl question in 
the f irst instant, but reJected the solution whi cll I 
am still qu i te reluctant to adopt . I should prefer 
to see matters develop for a few days at any rate , 
and then, if necessary, consult you again. \'le have 
narrowed our spread and are now quoting ~4 . 02 and 
$4.04 where we propose to stay for the present anyhow." 

Is that the end? 

That ' s the end, sir. 
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0: 

!!MJr: 

:sa 
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Well, Wben I get throuan I'~ going to let you repeat 
it to CoobraD. He' ll take 1t down h1tuelf , aee7 
I've got it here but I want to make sure. 

What's tha t1 

The Knoke conversation , and they ea1d they were aw­
fully sorry if anything had ooourred Vbioh had caused 
difficulty and t hey hoped that you would overlook the 
~tter 1n view of the strain under Vh1oh everyone here 
ie working due to the outbreak of war. 

Well, I a51Preoiate that and I • m naturally trying to be 
ae understanding as posaible. Of course we find that 
- they said the~selvos they handled the matter in a 
very unsatisfactory way, but that's our worry at this 
end. I mean there woo the lanse of on hour from the 
time t hey got it until it vas· on the neva ticker. In 
the aeant1ce this special banking committee bad this 
intoraat1on. 

Yea. 

Which is very unsatisfactory to the ~n who wants t o 
cover hie commercial transactions. I mean, they 
called me at tan minutes of one my time. It wasn't 
on the Dow Jones ticker until ten minutes of two. 

Yea. 

In the meantime, tor over one hour the Loree co~ttee 
had th is information. 

The Treasury also thought - you see What happened in 
these days ie that every day about five or six o'clock 
London time, there's a meeting between the high Treasury 
and the high Bank of Engla.nd ottio1ala. At their noon, 
vben Knoke telephoned there vas only Bolton and nobody 
alae around. They really d1dn 1 t have t he answer to 
the question. As they vera all in a meeting d1a­
ouaaing this message 10 you and other things. 

Yes. Well now, here ' s the no1nt. I don't think, with 
all due respeot, I don't think that the Chancellor of 
the Exchequer quite understands Whet happened here and 
I'~ goi ng to aek the men, I'm going to leave here ·1n 
a ~nute or two and t hey can use my phone, or they can 
do 1t in their own roo:a , to explain to you what hap­
pehed at this end. 
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Yes, that's -

Because all I'm trying to do is to correct it so it 
won't happen again. 

Yes , sir. 

Fro•• the standpoint of the British. 

Yes . 

And I - this statement which you've read to me, I can't 
use that publicly, and I wi sh t hat they would give me 
something that I could announce t omorrow morning t o the 
world as t o the $4 . 02. 

Yes. 

But I don't see that - anything that you've given me 
tba t I can announce. 

No I don't think i t was intended for t hat purpose. 

I see. \'/ell now I tell you what I think I'll do. 
You'd better read this over the phone again to Cochran. 
Cochran and Lochhead can explain to you what happened 
at this end so that you'll understand it, and tomorrow 
mornine you can explain it t o them. 

Yes . 

But have I made IQ)'Selt plain. E"Ven now I've got nothing 
that I can tell the newspapers about $4.02. I've got 
nothing to tell them, and t he same thin& ma;y happen 
tomorrow. 

Yes, I shouldn't be surprised 1f it did. I think that's 
probably bound to happen. That's a sort of temporary 
condition at anyrate. 

Well, will you formally thank the Chancellor for t his 
message. I'll give it careful considerati on and 1f 
there is any an~wer why I'll give it to you. 

Ri eht. 

I won't attempt to answer tonight, but I'll l et you 
talk to the men and let them give you the technical 
explanation or what happened at t hiS end and then 
t omorrow you can give it to them. I don ' t think he 
qu ite understands. 
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Yes. 

And we have to rel:y on :you to set our ini'oraation to the 
British Treasury because we don't seem to have any other 
channel and or course as far as I ' m concerned I'd rather 
work through you. 

Yes, well I think it ' s much better to keep it -

Hello. 

I think it's much better to keep it 1n one channel. 

Well, you get the sigoi!icance of mf remarks. 

Yea, I do . 

l'inat? 

I do indeed. 

All right . Now they'll go back to their room and talk 
to you, and if- hello, hello, - don ' t expect any 
answer from me tonight. We may have one for you 1n the 
1110rn1ng . 

All right . 

But they will give you the technical explanation. 
All right. Just hold on a minute. (talking aside) 

Just a m.lnute. 

Operator. 

Give this -

Hello. 
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'rHE WHITE HOUSE 

liASHIRO!OR 

August 25, 1939 

AC'ri NC SECRETARY JOH11 V HARES 

For preparation or reply. 

r. D. B. 
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DEPARTMENT OF STATE 

WASHINGTOH 

:a1 

In reply refer to 
PR 841.001 George VI 

Septomber l o . 1939 

The Seoretary of State pres ente hia oompliaenta 

to the Honorable the Seoreta.ry of the Treaaury a.nd 

enclose• herewith a copy of a note froa the Br1t1ah 

uba.aea.dor a.t •aahington, dated 8epteaber 4, 1939, 

conveying a.n expression of a.ppreoiation of the British 

Governaent !or the a.rre.Dgementa ae4e by Federal, state 

and looal authorities in oonneot1on with the reoent 

'lilit of Their Britannia lla,1 eetite to thie oountry. 

A.n a.ppropriate acknowledgaent of the A.llbaeeador '• 

note haa been aade by the Departaellli of Stat e. 

IDoloaure: 

rroa British Jabaeeador, 
8epte~er '• 1939. 
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BRITI8B l!f!!AA81', 

W.liiiiJm'OJ D. C. 

&ept•ber 4th 1939, 

~68. 

Sir, 

l have the honour to inform you that l have been 

inetruoted by Hie Majesty• a Principal Beoretary of Btate 

for Foreign Affaire to convey to the United Btatea Govern­

ment an expreaaion of the moat einoere approoiation of 

Hie Majesty's Government in the United Xingdoa for the 

arrangements m&de in oonnoxion with tho rooont visit of 

Their Kajeat1ea The nng and Queen to thh country. 

The vhi t and the preparatory worlt involved lllll8t of 

neooeeity have imposed a very great burden, not only on 

your own Department but on many other departments of the 

United Btatoa Government and of certain Btatee and looal 

authoritiee, The auoceae of tho viait waa in large 

measure duo to the highly efficient manner in which these 

varioua departments bad organised thO arrangements . Hie 

lfe.jeaty' a Oovernaent are moat grateful for the aaaietance 

rendered by tho Btate Department and the other Oovernaent 

departaenta, &nd would be grateful it their warm appre­

ciation could be expreaaed to all the Federal, Btate and 

local authorities oonoarned. 

The BoDOurable 

Cordill Bull, 

I have the honour to be, 

with the highest consideration, 

81r, 

Tour moat obedient, buable 

earvant, 

LOTBLU 

&eoratuy of ~tate of the United 

Btatee, 

11aeb1ngton, D. c. 
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Operator: 

KMJr: 

0 : 

KMJr: 

0 : 

lil!.Jr: 

0: 

KMJr: 

Hello. 

lepteaber 15, 1939 
10:53 •••• 

Seoretar:r Hull has the Japaneee Alabaua40r vi th 
h1m. He ' d l 1ke to call :rou back. 

Ah -- all right. And then when he oalle 1t I 
oan •t take it here I oan take 1t 1n ~Ire. Klotz• 
room. 

All right . 

It be calla back oall me tw1oe. 

Right . 

11111 you' 

Yea, I Ylll . 

Right. 
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W.'Jr: 

Operator: 

Isador 
Lubin: 

P.: !Jr : 

L: 

L: 

r::~Jr: 

L: 

L: 

K!:Jr: 

L: 

1 • -· 
R!~Jr: 

L: 

P;J·!Jr: 

Al l rigbt, put him on. 

Go ahead. 

Hello. 

Hello. 

Lubin te.ll<ing. 

Septe11ber 15, 1939 :.84 
12:52 p . .. . 

~/hat's the aaatter'l Doe en 1 t t he oar work1 

( Lau!!hs ) Thanks so ouoh. 

(LaUShs ) 

'i'here vas a m.esting t t i e morning of t he Co=ercial 
Policy Committee over a t the -- or vhi ct -- you 
have a representative on it but Harry wasn't-there. 

Yeah. 
And I want ed to tell you what happened because it 
goee -- 1t falls into your lap Remember 
1n lolarch 1937 the Army went out and bou!!ht all t his 
wool and shot the price up 20 oents a pound 1n one 
day. 

I remember. 

Now , the President has aelted 1/allace to see vl:e.t 
we can do about var prices; they've run out o r 
eight. 

Yeah. 

In the last ten days they've gone up more than the 
total drop or the last two yeara. 

Yeah. 
And I raised the ques tion abou t the Army. 

Yeah. 
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And one or tile boy a hinted the. t the Army and N&Ty 
were out buyi ng wool in tremendous quantities. 

Yeah. 

Nov, i! t he Preaident vent e to oontrol the wool 
market, one wey to do it ia to keep the Army in 
oontrol. 

I aee . 

I t hought you might vent to know thet if you di s­
ouased anything et Cabinet meeting tode]'. 

Well -- hello? 

Yeah. 

Wall , I' M t i ckled to death end here's the point. 
I h~Te tried to get several different people who 
would come in aa Aeaiatant Saoretary to take charge 
ot Procurement. 

Yeah. 

See? 

Yeah. 

Hello? 

Yea, air. 

And oarry out t hat thing that we worked on Wi th 
you. 

Yeah. 

But untortunately the people haven't been acceptable 
t o the President, but I am working very closely 
w1th Harry Coll1na but ha 18 ao bua:y doing the day 
to d a y th1D g a t hn t be haan' t got time t o do thU 
k1nd of th1ng. 

Yeah. 

And -- ah. • •••• • 

• 
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Vell, I know one t h1ng, 1t the AraJ got out or the 
~~&rltet that we could atop -- I'• sure we can atop 
the preeent rate of 1ncreaee . 

Well , I w1ll. use th1e at Cab1net and I ' • tickled 
to death to get th1a th1ng and I hope to aee you 
next week. 

All r1ght. Swell. 

r-:Jr: Thank you. 

L: Thanks. 
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TREASURY DEPARTMENT 

WASHINGTON 

September lS, 1939, 

~ dear lt:r. sccret&zy: 

In accordance with the eeveral convereationa 
which we ban had beginning laet l'arch, I am """ sub­
mitt~ to yo11 111¥ resie>&t.ion u Technical A.sal.at&nt. 

I ehsll ....,.,mer with the greateet pleuure 
the fin years ~ llldc:h I wu priYileged to work 
with :y~, and I leaYe t hat esoocl.ation with real 
reuet• I parlicularlJ appreciate yoiiT ldnl:lnesa 1n 
recognisire tl'.e persor.al. con~~1derat1cns which have 
induced 111111 to return to private Ollployment . 

I! from tim to t ime :you wl.ah to call on ""' 
in an:y lf8!f, I shall feel honored to be or aervice to 
you . 

Sincerel:y, 

llonorable Hcr.r:r liorgenth&u, Jr. , 

secretar:r of the TreU\l1'7• 

~8 7 
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Tlaahington 

188 

FOR Il!l.IF.DIATE RELSASE, 
Frida.Y, September 15, 1939. 

Prese Service 
no. 18-78 

Secretary 1/orgentbau today made public the following exchange ot 

eorrespondenco: 

Sopteltber 15, 1939. 

W dear l'r . Secretary: 

In accordance with the s everal conver&atione which 118 hove bad 

be~ last t:arcb, I "" ncm sutcr.tting to you f1Y resignation ae 

Technical Aesistant. 

I shall re!l'.enber with the greatoet pleaoure tho five yeare during 

'IIllich I rras privileged to worl: with you, and I 1onvo that neoocietion with 

real regret. I parti cularly appreciate your kindness in recof')11zi.~g the 

perso:>al cona1derat1one whic~ ha,.e ind\lced :oe to return to private 

e:"ll'loyMnt. 

If fr0111 t ilre to time you meh to call on me 1n any way, I shall feel 

honored to be of service to you. 

Sincerely, 

ARCHIE LOCHJ!!Wl, 

Honorable I'Anry rorgentheu 1 Jr • , 

Secretary of tho Treaoury. 

Regraded Unclassified



• 
189 

- 2-

September 15, 19)9. 

!Y door Archie : 

A1 thouth 1 have knO'I!Il for some montha that you planned to leave the 
Treasury about. this tine, 1 accept your resi(;Mtion 'llith sincere re'lt"'t • 

1 .,.., deeplY grateflll to you for the 10)'&1 and able service you have 
rendered. 1n a field of Government activity which was uncharted -..!".en you 
entoret! it, you have establlsh!!d a record •hich will be a challel'l8e to 
.,.,.:sr aucceaaora. "/our work has alwayS been exaO'ting and frequentlY has 
be'!n or critical u.portance. That you have handled it J O splendidly 
shoUld be a source o! ;>ride to you. The Treasury has been fortunate to 
hl:\"0 ha~ a person of your resource1'1llness and intepr1ty in a position of 
such rosponsil>illtv, and I note with ple&1111re yaur offer to be or further 
•••~stance to the Treasury at any t~~• we may nood to call on 70U• 

1 .,.., oure t hat you krow t.mr ""ch I personallY have enjoyed our 
relationship. 1'<>3 you rind the greatest aucceu and happiness in your 

nevr tiOrl. . 

l!r. t.rchie L'Ochheod, 
t.chnical ASsistant 

to the Secretar.;, 
Treoaury r,.o,partcent, 
~•sh1n!\.On , D. C. 

Sl ncor o1Y, 

H. !UllOPliTHAU, JR. 
Secretary o! the Tro&aury. 
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TREASURY DEPARTMENT 190 

INTO OI'PlCIE COMMUNICATION 

.,...,. 8epteaber 15, 19)9. 

To S.oretar)' Jlorgenthau 

f OOW Xr. Hu.~ 
In reoponae to JOur requeot of JaoterdaJ, there 

are attaohed table• and ohart ebow1ng weelt17 and aonthl7 

'f . P. A. al!pl OJWlent Ulrougtl ~et, 1939. Aooerd1ng to a 

telephone oheok with W. P. A. late Jeot erdaJ, t b eoe repreeent 

the lateet t1gureo ava~able. 
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leek encUD& 
1934 

Deoe11'ber 3 
Deoe11'ber 10 
Deoe11'btr 17 
Deoe11'ber 2'+ 
Deoem'ber 31 

1939 
Janual'J 7 
Janua%'7 1'+ 
Janua%'7 21 
Janua%'7 2S 

Fe'brua%'7 4 
Fe 'brua%'7 11 
Pe'bruarr 1S 
Pe'bruarr 25 

llaroh4 
llaroh 11 
l.!arob 1S 
lla.roh 25 

April 1 
April 5 
April 12 
April 12 
April 26 

llay3 
llay 10 
llay 17 
llay 2'+ 
Ka.y 31 

June 7 
June 14 
June 21 
June 2S 

July 5 
July 12 
July 1!1 
July 26 

Auguet 2 
Auguet 9 
Auguet 16 
Auguet 23 
Auguet 30 

8ouroe: lorke Progre•• Adain1etrat1on, 
J/ Oont1dent1al. 

J , 070 
J,OJO 
3,001 
2,986 

2,966 
2,966 
3,011 
J,043 

3 ,032 
3.009 
3,015 
3,009 

2,940 
2,9Q6 
2,761 
2,752 
2,751 

191 
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1936 
June 
Jul7 
.t.uguet 
Septe11ber 
October 
NoYember 
December 

1937 
Januarr 
rebruarr 
llaroh 
April 
~ 
June 
Ju1r 
Auguet 
September 
October 
November 
December 

193S 
Januarr 
Februarr 
J.!aroh 
April 
lla7 
June 
Ju17 
Auguet 
S.pte11ber 
Ootober 
NoYember 
Dece11ber 

1939 . 
Januarr 
Februaey 
Karch 
April 
Kar 
June 
Ju1r 
Auguet 

•\lllber of lrorlr.ere 
( In ~ueande) 

2,256 
2,249 
2,377 
2 , llil2 
2,5S1 
2,11i13 
2,192 

2,13S 
2,1116 
2,115 
2,070 
1,999 
1,S21 
1, t;69 
1,fl&> 
1, 1151 
1' ~'/6 
1,520 
1,629 

1,901 
2,075 
2 , ~95 2, S2 
2, 7S 
2,767 

~;~5 3.m 
3,319 
3.09~ 

2,9S6 
3,043 
3,009 
2,751 
2,59S 
2,551 
2,200 
1,S~ll/ 

Scuroe: lrorka Progreee Adm1n1etrat1on. 
aJ Oont1dent1al. 

lfonlhl.:r t1gur .. are weeklr t1gur .. t or tba 
lat .. t week ot the month. 

Ther i nclude certified and non-certified workere. 
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State:sent ot UIOWltt reizlbureed. Federal Reeene B&.Dka t roa t lw Bxpea.aea 
of Lo-a.at approprla.tlon tor expenses inou.rred. 1n ooueot1on with pu.bllc d.ebt 
tranoootiono durin& t he period January 1 to J~ ~1 , 19~9 . 

Salarlea Othn ObJto to Toto1 

Boa ton $22,81}.71 $13, 525.1.4 $36,339.15 

Nt'll' York 79,146.96 ~2.521.83 111,668.81 

fhibdolpbia 27,767.70 14, 228. 72 41,996.lo2 

Cleft hod 22,899.46 13,H4.~ 36. 273 .84 

JUclnoad 14,212.35 11,~1 .16 25.593.51 

Atl&nto 14, Ul3 o7l 9. 727.96 24,131.67 

Chioo.&O 50,292.63 25 ,050.36 15. 31.12 • 99 

St . Louh 18,919. 74 9 .868. 28 28, 788.02 

llinnoopol1o 20,128.55 8,702. 29 28,8}0.84 

Konno City 24,119.62 11,725.58 35,845. 20 

Dt.llu 15,617. 66 7.395·71 23,01~.37 

San rra.noh oo 26,975·54 14.843· 29 41,818 .8~ 

Total $331,291.65 $172,345.00 $509,61.2.61; 
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Sllnr 
Toulllll' Ool41!eoen. Tov.olllll' Pvollaeo 

19" ... .lOt wo 1 Mt I ~ 
\ 

10JIWir1 SA ••• 064.80 * ••• us.u . ··-·" 
Jobrow"1 SSl5 •,s'IO.H ~ :1,6?9.61 - 8,0110.86 

~ SSt •• ,. •. u S8l 1 ,901.96 ,,688.10 

jpl"ll 361 ll,lo&.U 361 :1 ,0111.96 8,131 •• 

..., sn ,,oot •• ,,0 3,101,., 8,Ul.tl 

~ '" '·'"·" Mil • •••• 80 ' ,8111.111 

1Ul7 .. 6,670.116 - s,ua.t• , ,.01,30 

TOtol e.an.es ~,o,.,'IO ~1101.01 
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September 15 , 19~9 

10: 55 am 

Present: 

A.mbassador Esp11 
llr. Hanes 

HK.Jr: Terribly sorry t o keep you waiting. 

Ambassador: You had a very sxciting t r ip, to 
say tbe least. 

:.sa 

1 had a telephone c~l from t he Treasury De­
partment and the Secre~ary of the Treasury wanted 
me very specially to come t o you and thank you !or 
all tile cooperation that we have had. We still h9 ve 
1t on your part. They want to know, a1nce lolr. Loch­
head is leaving tne Department, how they have to pro­
ceed to continue w1th ••••• 

HM.Jr: Werle Cochran. 

ran. 
~aaaador: Werle Cochran. 

Just met Nr. Cochran. 
They know Coch-

HK .Jr: Cochran -- C-o-c-h-r-a-n. 
Fira t Secretary 1n Paris. 

Ambassador: He eeid he would 11lte very much 
to chat w1th anyone aa tar ae he waa 1n poeit1on. I t 
will be very helpful to ua particularly what 1a go1ng 
on 1n England. 

HK.Jr: We are dOiJ"6 the beat we oan. 

Aqbaaaador: Naturally. 

HK .Jr: It is not eo eaey. 
the beat we can. 

But we are doing 

Ambaaeador: They aelted me aometh1ng, that maYb~ 
you can anawer, 1n regard to theee meaaures that have 
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been taken -- the French and Bri t1eh -- about the 
values, about roreign holdings or t heir oitizens, 
in etooka and shares or what tney have 1n New York, 
In regard to the measure. In regard to the values 
and ehares tl'lat the Sri tiah or French oi thana have 
ln America. The situation of their authority to 
take uold or t hose valuea and eell thoee values. 
Ot course, we nave the same problem t here and they 
aaked me it I would get aome information, aaybe 
aomethill$ published of ~he mecnanica. 

Hll,Jr: It I am correct, they 11ave not worked 
out t heir mechanics as tar as t hia country goes. 
ife Uave asked them -- both t he French and t he English 
who 1a there in the United Statea that we can talk to 
and t here is nobody. 

Ambassador: Becauae we have the eame trouble. 

Hll,Jr: Tnere is nobody. 

Ambasaador: There is nobody. 

:99 

Hll ,Jr: They have nobody who baa t hat authority, 
who I can talk to, who knows what t hey are going to do 
with Amsrioan securities wh1oh they have taken over. 

A!baaaador: Tuey have already, I will say, in 
a certain •41 attached those aecuritieaT 

HM.Jr: So I underatood. 

t he aT 
Ael!alfador: The individual cannot dispose of 

HM ,Jr: I asked Lord Lothian, last week, pleaee 
to let me know who I oan talk to. I have had no anawer. 

Ambasoador: Tell ae. Did that happen in the 
laat war, exactly the oame thtngT 

llr. Hanea: I don't think ao. '!'hey did not 
have the aame meohan1oo in t he last war. 
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Aabattador: I know, beoaute at the end or the 
war the Br1t1ah Government attached, we will SAJ, the 
propert7 of their o1t1~ene abroad in order to mobili~e 
runda. 

HK.J{i! I am not sure. But to answer 7our 
queet1o , re 1e nobod7 in the United States that 
I oan go to and •11 1 '1h&t are you do1agT • Xou eeeT 
On aeour1t1aa. 

Aabaaeador: Under those oond1 t1one, does that 
natter cause any problem to the ._.rie&n Government 1 

HK.Jr: Not while are markets are got~ up? 

Amba••ador: Yea. 

HK.Jr : And, or course, rrom their atandpo1nt 
and ours , 1t would be much better to appoint aomebod7 
while we have good marketa, to it doea not look aa 
though the7 were worried, or we were, if our market 
gou down. 

ArnPaeaador: Are you trying to get some repre­
aentative to explain that? 

~: I aaked the Britith Ambataador please 
to t ell hie Government we would like aomebod7 to talk 
to. I can't understand why they don't tend aft1one. 
He' e a gOOd fellow, but he '• not up to th1t· He hae 
no author1t7• 

Kr. Hanu: That 1 t exactlY the e1tuat i on. We 
don't know what the7 are going to do. 

BX,Jr: We don't know an7thing. 

A!bataador: All right. I will tell thea that. 

HK,Jr: 'lh&t else can I do for 7ouT 

Ambattador: That 1a all. 

!Ill Jr: .t.ny t1me , you know 1 I •• alw&l'a glad to 
tee you~e will do the bett I can. I either give 
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rou oorreot 1ntor .. t1on or none. 

A!ba•••dsrl £xaotlrt To ae it 11 wonderfUl 
oooperat1on.reatee a wonderful feeling. 
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TREASURY DEPARTMENT :!02 
INTER OFI'ICE COMMUNICATION 

oAT& September 15, 1939 

fO 

subJect: 

s.cret~;Xntbau 

llr. U....J&'?f 
Poae1ble reductions in Federal expend! turea tor 

agriculture due to rise in agricultural pr1cea 

'l'be 1940 appropri .ation aot tor the Departaent ot J.grl­
oulture provided tunde tor the activities ot the Department 
approXimately as follows! * 

(1111Uione) 

Ordinary activities. .. .. ..... ... 1~7 

Farm Tenant Act. ... ........... . ~7 

Soil conservation payments..... 500 
sugar Aot ot 1937 ...•.......... ~s 

Pari ty payments. .. ............. 225 
SUrplus commodities........... . 203** 

Total •.•••.•...•.........• t 1,170 

Tbla meaorandwll ia concerned wl t h an examination ot 
these varioua aotlvltlee ln order to determine 1t the 1n­
creaaea in oommodl ty prlceo whloh have acco111panled the out­
break ot war &aY ma.ke it poasible to reduoe the scheduled 
expend! turea. 

In the category 1 ordlnary aotiv1tiea1 , we have included 
tbe regular ada1n1atrative expenses ot the Department of 

Agrioul ture, the grants-in-aid provided tbrougtl the exten­
~ion service, the Forest Service, crop 1neurance, aoil con­
servation reeearcb and demonstration proJecta, toreat roads 

and trails and a1a1lar items. 'l'be eo1l conaen-a tion ex­
pense a here included should be distinguished from tbe out­
lays t o farmers under the general soil ooneervation program. 

• Excluding tunda tor public roads because ot tl:e transfer 

to the Federal Works Agency. 
" Including t 90 million• .. tiaated to result troa the allo­

cation ot }0 percent ot custom• receipts. 
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It d.oea not appear that the expendituru tor what we 
have termed 1 ord1n&r1 aot1vitiee• would be atteoted in &n7 
=aterial war b;y the rise in pr1oee or f arm produote. It is, 
ot oourae, poeaible that eo•e reduotione could be .. de in 
theee expenditure• it oonditione .. de it deeirable to eoon­
olDl.ze uverely, but t he level or agrioul tural prioee would 
have little connection with the need or desirability ot such 
undertaking. 

The appropriation tor the Farm Tenant .t.ot 1a to pro­
vida tunda tor tar• tenant• to purohaee tarme. .t.n improve­
a:tt in egr1oultural prices lli.ght reduce the need tor ape­
oial aeeietance trom the Government to enable teD&Dta to 
buT tar• •· )lo i r:.:.ediate curtaU•ent in the tar• tenant 
program auma likely, however, ezoept througb preaeure on 
Congreee to alter the preeent policy. 

The remaining categories -- involrtng $976 llilllons -­
all cover progr&lla which are the direct outgrowth or a de­
eire t o impro•e the financial condition ot tarmera. It the 
preeent 1noreasee 1n tar11 commodit;y pr1oee are not ottset 
by 1noreasee in prioes ot thinge farmers buy, the financial 
condition ot farmers should be considerably improved, and 
1t shOUld be possible within 11m1tationa to reduce the anti­
cipated expenditures. The poes1b1litiee are considered in 
detail below. 

I . sou OoneerYation Papenta 

Under the aoil conaervation progru, p&fments are ~~ade 
to tarmere who •cooperate• by withholding part ot their 
acreage trom the growth ot soil-depleting crope. Other p&f­
ments are made t or 0&1'J'71ng out certain eo1l-bu1lding prac­
tices, euch ae the application ot lice and tertilhar and 
the growing ot aoil-iq>roY1ng orope. The eoil ooneerYation 
Uchaniem ot thi1 program wae adopted tor legal reasons; the 
real purpoae ot the progr&ll ia t o reetr1ot the production 
or oouodi tie a in a •nner s1111lar t o that which the original 
AA.t.t proYldad. The 1940 appropriation act provided almoet 

500 &1111one tor this activity. 

This would aeem aupertioiall7 to provide one a•enue tor 
reduced Government expenditure&. The recent rise in prioee 
ot agricultural commodities will definitely impro•e the ti­
nano1al position ot tarmers, sinoe prices ot goode tarmere 
buy are not likely to moYe up as rapidly. Howe•er, althougb 
the statute gi•ea the Secretary ot Agriculture wide diacre­
t ion in adm1n1etering the program, it &leo atatee that the 

:oJ 
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tund• available tor pa7aent1 • •••.• ahall be allocated among 
the 0 oamo41 t1e1 produced with r11pect to wh1ch pqJMnh or 
gr1.nta are to be oolll)llted •.• • • • 'lh11 M7 require utUba~ 
t1on or all ot the available tunda, and it ao, Oongreuional 
action would be neceuarr to reduce expen41 ture1 under th1a 
progru. A legal atucS¥ ot the atatut11 algbt 41aoloae, on 
the other band, that the 88oretarJ alSO hal 4110r&t1on OYer 
the total aliOUnt to be epent. 

II. SUgar Act ot 1937 

Under th1a Act, patmenta are made to sugar producers 
who fulfil certain oondi tiona, including the obaervance ot 
=arketing quotas. The 19~ aot provided t48 allliona tor 
thil progru, More than th1a uount ia derived, however, 
trom the exoiae tax on auger wh1ch 1a eatlllll.ted to yield 
$62 .Ul1ona in the tiacal year 191!o. 

On MondaJ, September 11, 1939, the Preaident i aaued a 
procluation temporarilJ .uepen41ng the .ugar marketing 
quotao; and apparentlJ the present intention ia to auapend 
benefit payments to auger producers attar the 1939 program, 
it quotas are not reinstated. The excise tax will continue 
in ettect unleea aot1on 1e taken by Congreas . 

III. Parity Payments 

In th.e oaee ot t1ve oommo41 tie a -- corn, wheat, cotton, 
tobacco and rice -- payments are made to tarmer1 to compen­
aata them partially when prices are below the parity price, 
The pari tJ price tor these commo41 tiee 11 be lid upon the 
1909-1~ average (1919-29 t or tobacco), and 1a de tined ae 
' that price tor the oommo41 ty which will gin to the coJaod­
itJ a puroheaiog power with reepeot to artiolee that farmers 
buy equ1Yalent to the purohaaing power ot auoh oomao41 t7 in 
the base peri od. • Pa:rmanta ma:t be 1111de only to farmers who 
are cooperating under the agricultural conservation program. 

Under the 1940 appropriation aot, t225 a1lliona i a aada 
aYailable tor th1a program. !hie aum ia to be apportioned 
to the five oomao41 tie a 1n proportion to the asount b7 wh1ch 
the tara 1noo•e troa each taila to reach the paritJ i ncoae. 
The rate ot paJment M7 not exceed the uaount b7 wh1oh tbe 
aYarage tara price ot the ooma041t;r ie leaa than 75 percent 
ot the parity price. 
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A comparison ot the parity price and t he actual tara 
price tor the tiYe ooamoditiee ae ot Auguet 15, 1939 ie ehown 
1n the following table: 

Cotton (lb.) . . .........•.....•...• 
Corn (bu.) ........... . . •. . ....•••• 
Wheat (bu.) ...••.......•......•••• 
Rice (bu.) ............•••••.....•• 
Tobacco (flue cured) (lb.) ....... . 

Parit7 
price 

15·5 
1!0.2 

110.5 
101.6 
17. 1! 

75J of 
par1tJ 
price 

(oente) 
11.6 
60.2 
1!2.9 
76·2 
1J.4 

lotli&i 
tara 

price 

1!.7 
45·7 
54·5 
57·2 
16.6 

Both paritJ prioea and actual farm prices are computed 
!rom reports coYering around the 15th ot the month, eo no 
figures are available tor later than August 15. On the as­
sumption, however, that farm pricea in recent weeks have 
risen to the same extent aa central market prices, we have 
oade eatimatea ot the approximate farm prices ot the eeveral 
co~oditiea ae ot September 13 . Ho estimate waa made tor 
tobacco, inaemuoh aa the crop ie Juat beginning to be mar­
keted. Although tobacco prices reoentl7 have been weak, due 
pr1ncipall7 to the withdrawal of foreign burera, the pr,ice 
ot tobacco baa been above 75 percent ot the August par1t7. 

It should be emphasized that par1t7 pr1oee fluctuate 
with the prices ot the things that farmers bu7. Conaequentl7, 
farm pricee ehould onl7 be compared with parit7 prices aa 
ot the aame date. Inasmuch as the latest tigurea available 
for parity prices are those tor around August 15, however, 
we have used them i n the following table tor comparison with 
the estimated farm prices aa of September 13 . The diecrep­
AnC7 ia believed to be negligible. 

Cotton (lb.) 
Corn (bu.) 
Wheat (bu.) ­
Rice (bu.) 

lUg\iat 7~ ot : 
par1t7 par1tJ : 
price price : 

15·5 
S0.2 

110.5 
101.6 

(cents) 
u.6 
60.2 
1!2·9 
76.2 

Eatii&tid 
farm price 
!!!pt. 13 

1!.1! 
59·1! 
7J.O 
1!4.6 
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It will be noted that rice, aa well as tobaooo, 1a abo•• 
75 percent ot the pari t:r price, 10 that tor theee oouo41 t1u 
no paritY payaenta are, under preaent coD41tiona, oalled tor. 
oorn 18 at pract1oall:r 75 percent ot the Auguat pari t:r price, 
but cotton and wheat are etlll well below. 

!hie would indicate that it the present a1tuat1on con­
tinues through the .arltet1ng seaaon, parity pa:rmenta would 
be neceuan onl:r in the oaee ot cotton and wheat. !hie 
llll.ght reaul t in reducing the total upen41 turee tor pari t7 
payments, but all or the tunds available could be applied to 
these two oouo41tiea, and would doubtless be eo applied it 
wheat and cotton prioea re.ain at their preeent relation to 
par1 t:r price e . 'l'lle atatute seems to require the aeoret&rJ 
to !lake pari t:r paJ'IIente to the extent tunda are a•a1lable it 
t~ prioea ot any ot the tiva oo111Do41ties are below 75 par­
cent ot parit:r. Savings are not likely in this prograa, 
therefore, unless cotton and wheat impro•e their poeition in 
relation to parity. 

IV. IIUrplue Colllllo41t1ea 

In order to taka wrplus commo41 tie a trom the lllarltet, 
the Secretary or Agrioul ture ia authorized to pur ohaee them 
tor d1atr1but1on to the needy through the Federal IIUrplua 
CoiDIDo41 tlea Corporation. He aleo ia authorized to proaote 
the export or tara oouo41 t1ea b7 the uae ot export •uba1d1ea, 
which han been applied to wheat (including nour) and cotton. 
Both activities are t1nanced b:r the allocation or 30 percent 
ot ou1toma receipts and tba appropriation or an a441tional 
$113 millions in t he 194o appropriation act. 

81noe the outbreak ot war, export aubsi41ee on wheat 
ha•e been 41econt1nued, but auba141aa on cotton, which were 
Just begun in Jul:r, han not been out ott. It would aeea 
higbl:r deairable to re-exaaine the cotton aubeid:r, a1noe it 
11 ven doubtful that sales under present s ar conditions 
oan be inoreaaed b:r thia device. 

Purob.aaea ot 00111111041 tiea b;r the Federal IIUrplue Oollllllo41-
tiea Corporation are b:r no aeana oont1ned to ataplea -- whioh 
han reoehed the greataat benefit troa the outbreak or war. 
!bese purohaaea cover truita, vegetable• and 4air,:r pro4uota 
aa well, aoat or Which ha•e reoai?ld little or no pr1oe 
ati.Uua trom the war. Oonaequentl:r, the pv.rohas .. can be 
reduced onl:r to a lia1ted extent, unleae the pr1oe rise ex­
tenda to these oommo41tiea. 
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V. ColliiiOdi tz Cre41 t Corporation 

Although ita operating tunda are not included 1n the 
Department ot Agriculture budget, the Commodity Credit Corpo­
ration auat be ooneidered ae P&rt ot the &grioul tural progru. 
The tunda ot tbia Corporation ara obtained troa the aala ot 
obl1gat1ona to the public exoapt tor the $100 a1lllona in 
cap1 tal etoolt prortded by the OoTernaent. Lou81 ot the Cor­
poration, hoveTer, are •ada up by the TreaiUry through the 
meobanlaa of •&lting up an:r oapi tal 1apairaant once aaoh :rear, 
aa detera1ned by an appraiaal of aeaeta and liabil itiea. 
The capital upa1nunt th1e :rear, ae detera1ned on Karch 31, 
vas *120 Rilliona, and laat :rear, 19~ 111lliona. 

The purpol& ot tbe Corporation 1e pr1Rar1l:r to ll&lte 
loans to producer& to tinanoa tbe oarr:r1ng and orderly aarltet-
1ng ot 1181"1Cul tural oo-odi t lea. In praot1oa, the Corporation 
baa t r equentl:r loaned aaounte ln exoeaa of the urltet Talua ot 
ooamod1 t1ea. 

AI ot June 30, 1939 , the Corporation had outstanding 
loan• and oomi taente aggregating 1754 a1Uiona oonr1ng 1~ 
di fferent ooaaoditlee, of vbloh cotton u ounted to S562 ail­
H one and corn, 11~ m11Uone. The deta1la are ehown 1n the 
attao~e4 table. At the present tiae, the Corporation ovna 
some 7 111111on bale I ot cotton, vb1oh it acquired b:r taltlng 
title to cotton ooTer1ng au l oan• aade prior to 193~. 

The tinanoial oon41 t1on ot the Corporation in vh1ch the 
Treasury bat an intereat, la direotl:r intluanoe! b:r the leTal 
ot commodity prioea. In the oaaa ot cotton, tor exaaple, an 
1noreaee in price ot one oant ~ pound aiana a gain to the Cor­
poration ot about 135 a1.ll.iona on the cotton to vh1oh it bae 
t itle, and a reduction ot about . 822 a1Uiona 1n potential 
loeaee on i te cotton loane. • 

The riea in commodity pr1oea aa:r eliminate the poee1b1-
l1t:r ot a turther iapairaent ot capital, or eTen raeult in 
eo::~e return to t he fraaeur:r it the Corporation' • nat vorth 
should riae abon 1100 aiUiona. It ehould b a pointed out 
that eTen vhere no loaaee ooour aa a reault ot pr1oe 4aolinea, 
the a .. ets ot the Corporation are aub.!eot to 1mpail'llent aala 
a resUlt ot O&rrfing ooete, vbloh in the oaee ot co t ton one 

&lllount to about '50 a1Uiona a :rear. 
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0\ltato.ndiDS Loan• ot Oollll0d1 tT Oredi t OorporaUon, 
JUne 30, 1939 

(In a1ll1on• ot dollar• ) 

D1reot : Oont1ns-nt . . 'l'Otal . . 
Cotton .......... 0 •• 0 ••••• 291.9 270.5 562.~ 

corn •••••••• 0 0 • 0 0 • 0 0 • 0 •• 25.9 119.~ 1115.3 

lheat •••••••• 0 ••• ••••••• 
10.0 2.7 12. 7 

'l'urpent1ne and rodn • 0 0 • 1~.7 1~.7 

Butter •••• • •••• •• 0 •••• 0 • 9.0 9.0 

Tobacco •••• • ••••• 0 •••• •• 3. 6 3.6 

Other •••••••• 0 ••• •••• ••• 5. 6 .~ 6.0 

Total • • 0 •••••• 0 ••• 0 36o. 7 392.9 753. 6 
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Present: 

Mr. Hanee 
Mr. Ba1lie 
~rr. Foley 
Hr. ~/bit e 

Seytember 15, 1]39 
11:20 Alii 

}!r. Stewart 
l·:r. Berns t ein 
Mr. Lochhead 
!~r. Cochran 
l!r . Durtield 
Mr s Klotz 

(~tr. oallie handed the Secretary a copy or the ~eeeage tros the Chancellor of the Exchequer 
and a draft or the Treasury's reply th ereto . Co~iea attnched.) 

Hr. Balli e ; You have there, Mr. Soorettu•y, 
the Meseage f rom the Chancel lor of the Exchequer 
underneath and the top one ie our suggested answer . 

HU,Jr: (Reading the draft or reply: l 
'I a9preciate your meooage or September 14th 

pro~ptly answering my in~uiry . I recognize tho 
dittioulty under existing oiroumstanoee ot exchang­
in" intormation promptly, Although earlier advice to ua yeetorday would have prevented cuch contusion 
in the New York market tor Sterling . We are study­
ing the situation and I agree With your auggeetion 
that i t would be desirable to excha.nge turther 
advicea aa the ai tua t1on develope. We are attempt­
i ng t o obtain the information you aek as to amounts ot Sterli ng on otter.• 

I s there anybody who dl oagr ees wi th thie? 
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l!r. ~lhite: No, but upon r eading it over it 
that •much confusion• shouldn 1 t be changed to "some•. 
Instead of •much contusion• to • aome contusion• . 
•r~uoh• is too strong a word ror the significance. 

Mr. Fol ev: Why not leave ott the ad Jective? 

Hr. Bailie: The •much' exproeeed the way I 
rolt. 

:-!r. White: There may have been much here. 

r:r. Bailie: I think you are c;ui te right. 

Mr. White: 1 Contuaion• is a stronger term than 
•ouch'. Very definitely. Contusi on i n the markets . 

l!r. Bailie: There waa great contusion in the 
market yesterday. It was years since Sterling bas 
gone down 25 points and rallied. 

HM ,Jr: I think •would have prevented confusion' 
is nll right, 

l~r . Foley: Maybe we ought to change 1 :;>revent•. 

Mr. Bailie: I think •would have prevented 
considerable contusion•. 

J.!.r. Foley: •::On81derable1 instead of 1 lllUcb'? 

HH, Jr: I would Just eay •confusi on•. Let oe 
have one word 1n the whole thing! 

V.r. Bailie: 0 . !C. It 1 e out. 

Mr. Wh1 te: \/hen you have conru a ion you are 
contused. 

Mr. Bailie: We were oontuaed. 

Mr. Bernstein: Tbe queation io not whethere 
there wsa contusion on t he marltot. There was. The 
question is whether we could have prevented it and 
the way it is now pbraaed we could have prevented 
all t he contusion. 
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Hr. t'ole v: Considerable. 

Mr. Bailie: I t hink considerable deserves to 
be there . 

:m,Jr: For t he record, ~!erle , >men th1& t hing 
18 t llrou[;.'l , nobody has told the State Dopartr.~ent whet 
'\na been going on and this afternoon wh1le I a:ll at 
~ab1net I "'ant you to go over , as!t I:r. Gray 1n the 
absence of '!r . Feis wboc vou should tell. I wa:.t you 
to tell the whole story to so3ebody eo it will get 
to Xr . Hull. But ri~~t after lunch go over end asl 
G1·ny . Tha t 's up to you. 

Cochran: All ri~ht. I will go directly after 
l unch. 

HH , Jr: Ask Gray whoo they WMt in the absence 
of Fe18 to get thi s so Mr . Hull can be l:ept posted. 

l·!r. Bernstein: The reason for this phraseolo$Y 
is to give us t i me , three or tour dayo from no>: , to 
ask nome specific quest1ono of nomeono as to what 
their pur poses about this bootleg market are . 

l!ll , Jr: 
a copy of thie 
Cal>i net . 

~~· · Klotz , five minuteo to two I vant 
cessage, ))lus t he nnewer, to take t " 

?his t n1ng should be phoned to Butterworth to 
oovo tioe and then conf1~ed by cable. 

Cochran: You vant tha t done before you go 
to Ce.binet1--

HM Jr: Oh, yes. As soon aa Ranooo and the 
reot le~ere why ohone this t o Butterworth so 
he oan ge t 1t and t hen con~irc it by cnble, and then 
I nlao , nfter you have been to the Stnte Depart~ent , 
hnve Pi nsent cooe down and tell l'1nse nt the .:hole 
story, just what hao hap))sned . 

First the State Deonrtmont, then send for 
P1noont and tell P1nsent the whole story, But the 
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order ia, you read this t hing to Butterworth, then 
oontirm it by cable, walk over to the State 
Department , bring Mr. Hull up-to-date through some 
person he designates, then send for Pineent and 
bring Pinaent up-to-date. 

Mr. Bailie: And then you ask Knoke ae soon 
aa he ia thrOugh with his present oooupa tion to 
give you whatever information he can have ae to 
the 81l10unt ot Sterling on otter today. 

Mr. Cochran: On otter toda,., 

!!r. Bailie: Yes. 

Hr. White: We ought t o proceed Wlthln the 
Treaaury to get aa much 1nforaation about the type 
ot otters, wbo ere offering, because this ia going 
to be a continual thing. Certain tranaaotiona 
whioh are perfectly legitimate. We ought to know 
about eaob type of Sterling otter, it possible, 
from now on. 

l~r. Ba111e: We may be able to ask the Federal 
Reserve to ask all their banlta t o turniah t hem w1 tb 
all the 1ntor~t1on possible. 
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•••os no• ~a CBdCJU.OR or !D DCIIIICII'D 
!0 yu l.atl:r'AIIl or ru 'fUAIOJI! 
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I ..Swn-.4 tbat JOI& un apL"e••..S app,...._.S.. at u.e 
tact tut quotats-a tor UeL"Uac Sa lew torlt M'ft appMl' .. 
et • flpre •- 111 below tile -trolled prlee. It w01&14 lie 
oYw-opUauUo to apHt tllat •1tll uc"-Ce -trol ill 
operatt.oa tile torwatb of a lllaelt •rltn - be altocetbw 
pL"~... We Mft Sa tan Mt L"eq~as.r-ta for dollan ill 
w•r of A8erteaa ~eelJ •• •• ••- tut nwlillc • 
offer m In torit ••t lie aterliAC offered bt' otller awtrala 
lllboae d..ad wa ...-e aot ...._ to ...t 1a 1Ull u t1J .,~ 

.. 1111 ,u be cled of _., Sllto~tt.oa JOI& caa olltam u to 
tile alae of _, 011 offw. .. ban u1U8111 beL"e tbat ...U. 
-i• an Mille oftu..S • a thla Mrltfto 

711 p~t ..- traaaan s-a altocatber 1t Wl&14 lie 
aMnaaq o1tllw foL" ~aa to aHt all d.-ada tor dollara !'roe 
all a-.t.-18 'llbJeA •• oro DOt ta a poaitt.oa to do or 
eltoruU~ to pd ....,.tete bloolt • ......,. aterllac _, 
o ... "J toroS.ora ia •w· • 

'fbla wul.d tater alia - ta.at w •••'d retia" to 
~ Aaor1._. ta •=· •lat dollua eacJ m ton pr-t 
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...... 14. 19.)9 

.-.. ••laC u..tr nerllaC Ml-u twtr .., JIUPOM -.'­

ntl*&t up .... • •• sns-. 

•• 414 1A hn -.uer tho ••eral qooots- ta tiM 

ttrat 1A•'-' but reJMt .. tb18 8ollltS.. ebleb I .. ettll 

.,. , roluet-' to ..,,. 

I llboul.d proter to aH bow •ttore 4.,alop tor a fft 

cS.J• at .., rate OQ4 til•• U ,_ .. ..,. • ocaal.t ~ qalA. .... 

•• ban II&I'I'Oftll OGI' 8prM4 ..a are - tQOtlDI IP2 _. 

404 wbG'o ft propoH to atq twtr tho pro-t ~bow. 
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I appreo1ate JOUr .. aoage ot September 1~ 

promptlJ anever1ng ~ 1nqu1rJ. I recognize tbe 

d1tt1oultJ under ex1e t 1ng o1roumetanoee ot exohanglng 

1.ntorut1on promptlJ, although earl1er.1Mn" to 
D-~ 

ue 711terdaJ would haTe preTe.nted _. oontue1on 

in the Mev York aarket tor Sterling. We are 

etud71ng the 11tuaUon u 0 H; and I agree vUh 

Jour euggeet1on that U would be delirable to 

exohange turther adT1oee ae the e1tuat1on deTelope. 
fA# 

We are atte8pt1ng to obtain 1ntoraat1on J OU aek ao to 
A 

uounte ot Sterling on ott•e• 

2!6 
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At 1 : 25. Be dictates a meaeage to llr. Loree and 

eenda 1t to him, giving him this information tbat 

they will cover at 4 , 02. All the time the Excbanse 

wae selling at :5 , 77, At 2 :00 o'clock, New York 

time, Loree acknowledged to Knoke that the telephone 

cell was received and he had notified the Bank by 

telephone of this message . At 2t30, New York t ime, 

Mr. Loree gave the moaeage to Dow-Jones. At 2:40, 

New York time , the inf ormation appeared on Dow- Jones' 

t i cker. It didn't appear on our ticker hera until 

2:50 . That is what got me started , beceuae at 

2: 50, our time - but just taking his t ime table, 

1:25, he gets i t from the Bank of England; 1 :30, he 

dicta t es the message to Loree; 2:00 o'clock, Loree 

acknowledges it; 2:30, Loree gives the message to 

Dow-Jones , which is an hour and f ive minutes from 

the time the meeeage comes in until Loree gi ves 

this message , and during this thing - I haven • t got 

the stages, but this thing had gone from 3. 77 to •••• 

3.95. 

.. .. 3.95, and if I wae in the export buaineaa and 

wanted to cover, I wouldn't know about i t until 2:,0 , 

but everybody in the foreign exohans e would know 

about it. 

Everyone whom Loree might have notifi ed. 

Presumably this coJ:IIIit t ee. 

I was going to ask, I am inf ormed Ur . Loree . is the 

chaii'IIBll o r some coa=ittee on rorei sn exchange thnt 

baa been set up . 

Which baa been aet up •••• 

(Unrecorded t elephone conversation with 
Ur, Greenbaum) 

It 1e some kind o! an advisory commi ttee which haa 

been set up by the Federal Reserve 1n New York aa 

a liaison between the Federal Reserve and banks 1n 

Naw York . Is that correct' 

I think I can add a word to the t. 
place where the regula tiona would 
If a bank wanted to know what the 

It was to be the 
be distributed. 
regulations were, 
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they would ask Mr . Loree and Mr. Loree would talk 
to the Federal and then they would get the answer, 
Proal our W>deratancUna that coamittee was not a 
committee or action; i t was a cocmittee or consulta­
tion and advi ce to Mr. Harrison. 

Well now, between you people , you will have to do 

the business piece by piece, but I want you to know 
what I did last night . Nobody knows why we are 
doina it this way. Last night after supper I got 
the following memorandum from Duffield, which I 
want to read, and this is the first time I ever 
got a memorandum like this , I mean in the sense 
that Duffield seemed excited. 

"'!'here are some aapecte of the foreign exchanae 
mix-up today which aeom to me to come within the 
s cope of my office . 

"It has seemed to me that an indisputable and in­
flexible rule of the conduct of this office should 
be that no information which the Treasury has or 
which is secured on the Treasury ' s behalf ehould be 
given to interested parties who can benefit by that 

information before i t is given to the general public . 

I do not believe that this rule should be relaxed 
merely because tho persons who can profit by the 
information happen to be serving on some quasi - public 

commi tteo, 

"Therefore, I was considerably disturbed about the 
manner in which the New York Reserve Sank people 
handled the information on sterling. In effect, 
they gave the information to a 'preferred list' 
or bankere who did not release i t to the public 
unti l moat of the roeultant increaee in tho market 
was over. At tho same t ime that these privileged 
bankers were being given thie information in New 

York, representatives of general news agencies who 
were inquiring at the Treasury about the dip in 
sterling were being denied all information. I know 
that you do not approve of t hi s procedure any more 
than I do , but I hope you will not let the !lew York 
people put you in this posi tion again. If this 
story happens to get out (persona who sold sterlina 
under $4.02 and wbo now find it was worth ~4.02 
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may talk to reporters), the New York oeople will 

have put ua 1n a moat untenable spot .~ 

I have bad no commiU'lication with outfield, ao be 

arrived at this conclusion entirely independently. 

After getting that , naturally I waa disturbed and 

that waa the f irs t time Outfield bas been disturbed 

ainee he baa been with me . I called up the Preai­

dent and I told him the a tory. He waa very 1111ch 

disturbed and very much shocked. He sai d , WSave 

you told Yr. Eccles"? I said, "No, l>cclea is out 

of town. • He said, "l"obo is acting"! I said, "Rans01:1 , • 

e>nd he said, "I wish you would immediately get in 

touch with Ronald Ransom e>nd tell him and aek h im 

wba t his advice 1a , • which I proceeded to do before 

10:00 o'clock. That brinsa the thing up to date. 

!.!ay I add to thllt that ai'ter your call to me I called 

Or. Goldenwe i aer , explained the situation to him, 

asked him to get from Mr . Knoke last ovcning such 

1nfonnation as he could. And while he was talking 

to Ur. Knoke over one line, I called Mr . Harrison 

over the other. We g o t , at that time of the e ven1ng, 

only a piecemeal story, so this morning at 8 :00 

o 'clock I asked J&r. Knoke and !Ar. Harrison to give 

ua in aOC>e detail the story aa i t developed from 

that end, and I would say that the time schedule 

appears to be as you have it on your memorandum. 

1\'e got that trom Knoke ; we are not arguin& about 

that . 

Yea , the re ia no issue of that . A question I asked 

Mr. Harr ison, and about which I am not certain as 

to the answer, was th1e eomm1 t tee set up w1 th the 

knowledge , approval or authorization of the Treasury! 

As Wr. outf ield aaya, i t is one or these quasi - civic 

bodies and I would just l ike to get ita status cloar 

in my own mind . 

The other queation which I would like to aak ! or my 

own information, suppose thi s committee had not been 

set up, of which llr. Loree is chain.n, v.hat would 

have been the routine procedure in regard to this 

information! It would , of course , come , as I under­

stand it d i d , from England to the Federal i n New 

York to the Trea sury bare and the Treasury here 

would, if it wa s information which ehould a o to the 
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publ i c, rel ease i t here , Is tfiat tfio procedure? 

That i a r i gllt . Tho point 1o thio: Tho reason tfiat 
this is important 1o that i t muatn•t happen again. 
Tho thing that I have pri ded lll;f80lt on alwa,-a 1a 
tba t i t I have an,- infol'lll&tion which tho publi c wanta 
to have, I uao tho public press as m,- informant and 
I think that that i a one of the roaaona we enjo,- tho 
confi dence of tho public, I mean an,- information i o 
ei ther secret or i t is public~ there i o no in-between, 
I will have to be a l ittle bit wordi er than I am 
usually . I think thnt you know that Knoke 's authoriza­
t ion roughly - I thi nk we paid about ?5 percent or the 
cost of that . 

I don ' t know tho percent. l'lo pay What they bill us 
tor . 

It 1s a very 8\lbotantial amount. 

(Unrecorded telephone conversation with 
Postmaster General) 

You asked me a very pertinent question, If I bad 
been Knoke or ooorge Harrison , inasmuch aa we were 
putting tho preaaure on tfiem, I would call up, fir st , 
Archie or t hi o fel l ow (Mr. Cochran) . ~ow, we have 
got thia . How do you want to handle it? Do you 
want us to give it out or do you want to gi ve it 
out"T Then we could have mode n doc1aion. I mean, 
"How do you want to do i t,• but as you will see by 
conver sations witfi Butterworth, who represents us 
1n London with tho Chancellor or Exchequer, his 
answer. We have been trying to put up tha best race 
we can that there still is a Tripartite Agreement . 
or course , it i s a joke. Tho only thinG that is 
left in the Tri partite Agreement 1o that Treasury 
should exchange information. Now , 1t that breaks 
down, well then , I don ' t see how I can avon keep a 
Sllliling fa ce toward the world, and you read all ..,y 
conversation 1n which I sai d to But terworth that 
lf - I IIlii having difficulty onougll convincing tho 
President there i a a Tri par tite , but i f Sir John 
Simon bas ao""e 1nfomat i on on what be 1a going to 
do , tor heaven's aake tell h1m to give it to me 
tonight so we can get it out and not l ot our people 
nounder all through the day thinking that a pound 
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baa no bottom. We don't know that tho pound i e 
worth more. The thing i a down to 3 . 77 , Jumped 
up and down twenty pointe, and in the eyes of 
the world i t Juat weakens the pound sterling, 
which is supposed to bo a strong currency, and 
I said, "Please toll us." 

I am not trying to g1 ve you all the thinna. Sir 
John Simon comes back and apologizes tor the Bank 
ot England bavin& done it, but he saye everybody 
in the Bank o f ~land ot any importance was over 
helping him prepare an answer tor me . Is that 
about right! 

Yea , it was tho important conversation to the 
Chancellor of the EXchequer when Knoke ' s call 
went into the Bank. 

222 

The poi nt I am naking is , I th1nk it is terribly 
important in the eyes of the world that we can keep 
a direct eomoun1cation between Treasuries , so that 
this thing.... I think that the Enelish handled 
themselves ver~ stupidly. I told them eo. Their 
co:neback was , You will remember, we are at war," 
whi~~ I do remember . The Federal Reserve of New 
York is not at war. I think the English wore stupid, 
but they have some extenuatiDG circumstanees;after all , 
they are at war. I am quite sure that in tho fUture 
when the English want an announcement it will come 
to me. I think that the lapse of time as between -
I think that Bailie used tho words that this was a 
committee on advice and not of action. 

That was my understanding. 

That puts i t II!Uch better. I can't i mprove on it 
and I think the thing ia inexcusable the way they 
handled it, and they are not under such pressure 
there thot they couldn't call up and say, "Look 
boya , we have got this thing that you have been 
pressing us tor; how do you want to handle it"? 
They didn't do that and J&r . Loree is st lunch or 
something like that, and ma:rbe in the meantime 
his trader - I don't know h is trader - may hava a 
l ook at this thing and I would like nothing bettor 
than about throe seconds advantage over everybody 
alae to know what the sterling pound is worth , 

4 , 02 . 
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My suspic ion is that you will find that Bob eats 
a very good lunch o.nd usually he ccces back at 
2 : 00. Tho thing is probably unopened on h1a desk 
and be goes alons and doesn't realize that be 1a 

a committee of action at all , He doesn't realize 
he is the person who is supposed to be doing all 

these things. There ie where the delay comes . 

Here 1a llha t you aaked me , and I will be glad to 
furni sh you with a copy or this. Mrs. Klotz will 
read it t o you. 

"Wr. Harrieon: Before the llunich crisis we made 
a cccple to survey in the New York banks or the 
1914 versus the 1938 situation, 

"The one thing we felt we needed definitely in 
Hew York , 1n the lla;ht of past experience, was 
to have a bankers' committee to which I might go 

223 

in any hurry upon any matter dealing with credit , 

loans , forei gn exchange, gold, or anything else that 
the Treaaucy might want us to do . The banking ccc-

munity •.•. " 

Thn t the Treasury m1gh t want us to do . 

Yes . 

• •••• a greed definitely that I should have such a 

cccmittee -- call it advieocy committee .. .. " 

Perhaps Wr . Haneo might read this bettor than I. 

I don't have =Y glasses with me. 

"Tho banking community agreed dof1n1tely that I 

shoul d have such a committee -- call i t advisory 
oo~ttoo or a market committee or a contaot com­
mittee. '!bore wao eo:no difference or opinion as 
to how it should he organized, but novertholeas tho 
principle was agreed to . We dropped it merely 
because of the Munich appeasement , as i t was called, 

I un4erstand. 

"At the. t time I discussed with tho principal banks 

in New Yori< the whole question of the bond market 
for one thing, tho foreign exchanges , and the quoa­

t1on of foreign balances. I th1nk there is no 
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question that they would be all definitely willing 
and e lnd to do anything that they l egally can within 
their rights . And i f I set up such co111111ittoea , as 
I had planned yesterday to do today it I had been 
in !low York , all I would have to do would be to 
put up any question I want to to the committee and 

l et them do tho dirty work . ThAt ' s the way I 'd 
rather do than call them up, as you say, at 2: 00 
o' elock in tho morning." 

I will have a copy made. 

The re is one question that occurs to me , 1C I may 
ask i t at thia point. You said a few minutes a go, 
in a.nswer to a question I a sked, that the ordinary 
procedure would appear to have boon for tho n.,... York 
Bank to have advised ~lr . Lochhead and Ur . Cochran 
and to have ascertained froc them what disposition 
tho Treasury wanted made of t his particula r item. 
Do I W>derstand that they did no t advise anyone in 
the 7 reaaury of the r~coipt of tho ini ormction, or 
is the ques tion that they did not ascertain f rom 
the Treasury what disposition tho Treasury wan ted 
made of the inf ormation? Is it both, or • • •• 

Archie , can you answer tha U 

l'lol l , Knoke called .:e ao::~ot1me . tlo are t rying to 
check the time. It was about 12: 35 or 12:50. He 
rend to me n moasnge which he said he had dictated 
and oent to Loree and I enid to him, "Di d you get 
thie information fl'Qil1 the Bank of England aa we 
got l t 1n r eopoooe to tho previous •• . • •, and he 
said, "Yes, we were given tha t as inronnatlon.• 
It had been sent over apparently before . lie said, 
"I have dicta ted this and sent thi s over to Lor ee." 

So that kpparontly your 1ntormntion arrived after 
tho memorandum was di ctated and on i t s way to 
Mr. Loree? 

7hat is rig)lt . 

So the deci a1on on tha t part waa to g1 ve llr. Loree 
tho job or releasing tho inrormation, rathe r than 
to have ascertained rrom you people just what you 
wanted done. 
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We think ao. 

Mr. Cochran was on the telephone at that time , 

I was on the line and tha t chocks with their time 
table , 

I woul dn ' t want to sign my name to that otatement 
but thot ia the inference we draw, ' 

Our opera tor's schedule ahowe that we talked at 
12: 50 with Knoke the nocond time. Hi a statement 
is that he dictated this i nformation for Loree at 
1130 . 

12: 50 our time 18 1: 50 his t ime, l'lhat time did he 
aend 1t oft ! 

About 1 : 30. 

\'loll then , tha t 1s - yea. 

May I ask , Mr . Lochhead, what you did wi th the in­
formetion after you got i tt 

225 

\loll , I gave it to the Secretary, The Secretar y 
told me in tho meiUltinte thot ho had spoken to Knoke, 
h~idently we came in at the same time. 

I go t impatient , not havl.AA anything, and I did 
something I haven't dono afnco I was back . I 
called up Knoke at 12: 52 our time, our rocord shows . 
I sa id , "?or God 's sake , Why can ' t you get this 
information, • and he said, "Well, I have had it. • 
I will show you all tho conversation. It is 
terri bly hard tor me to remember it thi s morning. 
I think he said, "I have tol d i t to Archie, • but 
I can 't reneaber . I a sked , particularly , be cause 
George started to argue about the time. lly record 
shows I was talking to him at 12: 52, which is all 
or twenty minutes after this thing was on the way 
to Loree . 

Remember that we are looki~ back at it over a 
pe r lod or time. Vlhen thio thing came in and .,as 
released, nobody thought at that time i t was going 
to be an hour between the time the committee got 
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it and 1t was released to the public. ThAt i s 
eomothina that develop&d, an unfortUI'kl te chai n 
or eire= tancee . 

Now, it i s di ffi cult to say - if wo had known 
this when the call first came in, naturally we 
would have hendl ed i t differently, but this is 
the way it did go through . 

Then I understand, Mr. Secretary, that your reeling 
is that we have a responsibility, this beina a 
Federal Reserve Bank, to ascertain f irst of all 
all of the facts to the best o ~ our ability and 
then reach so:ne decision aa to what we can suggest 
to be helpful , so that thla could nev!'r occur again . 

That , plus another one, and I want Gene to listen 
to this, and I want tho advice of people concerned 
here. The other question 18 llbether the Treasury 
or the Federal Reserve, individually or collectively, 
ahould make some kind of a public statement t hi s 
momJ.na. I mean the Federal Reeorve Boord . Should 
we make a statement sayi"b that this thing occurred 
yesterday, a very unfortunn te inci dent , and v;e have 
taken steps t o see that it will never happen again? 
I mean, I thi nk so,ethi ng has been going through 
my mind - we don ' t want to be , shall I say unfai r, 
but my experi ence here - I would much ••a the r make a 
atatement like that even if somebody '• feelings are 
hurt a little ~it than to have thia thing grow and 
then have somebody else have a a tory and then have 
them say , "l'lhy d1dn' t the Federal Reserve Boord or 
Treasury do sanething 11ko that"T Just a very short 
d1enJ.t1ed statel!1ent that this thins has occurred, 
i t 1e very unfortunate, and that we have taken 
eteps to see that an incident like this cannot occur 
again. 

!low, I wculd like advice on that. I JCCan that 1s 
my information end tho reaaon I would like a joint 
statement, if possible, is thAt I don't want to 
be spanking a two- headed child wbero one hoad i s 
yours and the other bead 1S mine . 

\'/ell , l et me say that I appreciate tbc fact that you 
took thi s matter up with us , which aooma to me to 
be a very orderly procedure. You will hnve our ful l 
cooperation to the beat of our ability in trying to 
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help JOU solve both or the questions which you 
have submitted. The relationeh1p ot the Treasury 
t o the Board and the Federal Reserve Bank or !lew 
York is a tr1angular one 1n which we mus t work 1n 
the eloseet cooperat i on eo that there can never be 
any misunderstanding or direction or misunders t anding 
about details or thie kind, because it might be ver y 
disastrous at some time i f i t did occur . I , or course , 
have not had an opportunity to discuss this with the 
other members or the Board. We are a Board. No one 
of us has authority to express any view, and i f I 
may have the documentary evidence llhich ie important , 
then I would like to go baok to the other members 
Of the Board and diSCUSS the Ill& t ter Yi th them and 
have an opportunity then to diecuaa i t wit..'> you, 

1t you like. 

All or the conversations are being typed and i t takee 
a little t ime . I didn't ask tho~ to do it last 
n.i ght , but they are all in the proeeae now. I have 
asked thea to fix up a little book, give you every­
thing that happened, and the m1nuto i t is ready I 
will send 1t over , but I wonder if - I mean my con­
versation w1 th England on thie thing - I mean we are 
tryi ng to straighten that out, but we have got every­
thinK as to relationship betwoen t he Treasury and 
the other. 

Now, would i t be croYidi ng you too much if we could 
have an answer, say by half pa~t 11 :00? It is halt 
past 9 : 00 now. 

That 1a two hours . It wo get this t yped ln!'orma t1on, 
I would say 1t i s not crowd ina us too 111\lcl> . 

1'/e will do the best wo can and either Knoke or 
Cochran or Bailie will give i t to you verbally. They 
know everything that happened. 

It mi&Bt be hel pful i f I could take those t wo eent lo­
mon back with me . 

Take one or them. 

Don 't tnke two. 

You choose. I have no choice between them. 
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Cochran, do :rou wan t to go over? 

Archie 1a the one who had tho telephone conversa­

t i ons both t1mea. I listened 1n the aecon<i time . 

rnoicheve r one you wish . 

It doesn ' t make a n:r d ifference. It might be better 

to have Cochran. 

H, Ll , Jr: Do you know \'.hat happened? 

Cochmn : Yea . 

H. ll. Jr : Did you l i sten inT 

Cochran: I was li:J ten1ng the second time , 'lllbich was the im­

portant one of the two conversations. 

n . t: . Jr: Inas111Uch as Archi e - as cver:ybo<iy knows , he 1s 

l eaving us, I think Cochran may go over wi th you 

i f :rou want to take 111m. He has the doCIIl"entar:r 

evidence there , I know t he President is goin& to 

tackle mo at 2 : 00 o ' clo ck and I would like to have 

somethina done , e ither do something or decide not 

to do something before t hen . 

PAnso~ : Your time limit doesn't see~ unreaso~ble tone. 

E. t:. Jr : Gene , can you add something on this 1n addit ion to 

. your memorandum! Do you want to say so%e thing? 

Duff ield : No . On the genera l srounds, I ag r ee with you 

absolutely 1n the sta tement that what we have here 

seems to me ought to be either secret or public 

and nothine; in between, and that 1a what I think 

d idn ' t quito ha ppen here . I was disturbed because 

I had newspaper inquiri es yesterday afternoo~ 'lllbile 

all this was galng on , froD two or three sources and 

there nan' t an:rthing I could g ive them. It hardly 

seems fair since it would have 'been on Dow-Jones 

Canpany that I woul d have given i t to them an hour 

or eo earl i er and not to the other news services 

too , that they were not being told while other 

people in New York were being t old. 

E. I!. Jr: '\'/ell , aupposlng wo do this, if I don't hear fra:l 

you again, when we get thi s thi ng in n ni ce package 

228 
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I wi l l send it over. If we don't hear from you 
again , would i t be aeking too much 1r you came 
back at llt30t 

229 

I will como back at ll : :SO unleaa there 1o sOJr.& thing 
in the c eant1me which prevents it , in Whi ch event 
I will call you . 

I think we had bettor make ll publi c IJt&tement and 
do i t thia morning. 

I can be bnck at 11: 30 so far na I know. 

(!tr, Ranaom, Dr . Ooldenweiser , !·1r . ~1orrill 
nnd l£r. l!orse l eave t he conference) 

I am trying t o be a• judicious as I know how. 
Does anybody think that isn't the way to hand1e 
itt 

You nre hllndl1ng it all right . There arc two thinga 
here . Firs t , you want to c lenr t his situatim for 
the fUture . 

Yes . 

Then you probably want to see wha t happened in the 
meanti.me , but they are en tirely different things. 

See 1lhn t t raneactiona t here were and in what amounts 
during that por1od. 

You also have to remember t he continual relation 
with the Federal Reserve Bank 1n New York, which 
wi ll be g ravely harmed if a public otate~ent i s 
made , and a lao that all the leading bankers 1n 
New York who have been asked to cooperate on t hia 
el<change and who didn ' t ask to have anything sent 
to them. If they are publicly panned for receiving 
a message , that will als o be bad. 

It ia not nece•oary to pan them. 

I think tbe fault really l i es , as I have seen it , 
r i ght in Knoke • a judgment as to What he did when 
he got tho 1nfonDO.t1on. I think we have to be 

awfully careful not to .... 
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That io all right . 

"10 l. v 

They recognize the othe r risk and it is a question 
of the greater risk. 

I have aeon these stories grow and grow anu grow 
and I wouldn ' t mention any names . I wouldn ' t -
I mean I have got it i n aind to sny that Mr. Harrison 
or Ur . l'.noke - but I will s1l:!ply say the co~tbinatlon 
between the Federal Reaorve and this co!Eil ttee was 
very unfortunate , tho way the thin& was bL~dled, 
&nd we will take stops to see that it won't be 
handled that way a cain. 

I imagine thut you will find that the committee r.as 
stunned by having the information sent to them. 
This ia tho f irst piece of action they bavo bad 
anything to do with at all . They have been a per ­
fectly i nnocuous committee receiving l i ttle slips 
saying , "If you want to know anything, ask us . • 
Thh t 1ft all that hae happened. 

Yeotot'dny Loree wns suddenly put i n the position of 
beinc the General in command of an army. I an sure 
he must have been intonoely surprised. I understood 
you, when we talked about it, that thnt wo.sn't the 
plan nt all. 

llo one waa r.ore stunned than I when I cot t his 
ticker oarked 1 : 50 ..astern Standard Tlll:o with a 
statement or !.:r. Loree announcing the apolocr of 
the Dr1t1sh Government. 

He ao.id , "~le under• Lrutd that ." 

I put it up to Ed , here . IJy ovm reel ing io that 
there should be a very d1cni!'1ed statement. 

~1 opinion is that I could handle it a lit t le bit 
bettor verbally talklJt«' to the ne1rspape1'!"..Cn here . 

Than u:akint; a s tatement! 

Yea . 

I may be \'frong , but I felt f r O:rl the very begi nning 
that 1t .:as the most stupi d thing I have over 
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hoard of a rAn doing, not calling ua back here 
and tell l.ng us that , "'.le have got the in forma t1on 
it is important infonno t ion, rund you follows gi ve' 
it out down there , giva it to the press ," and i t 
just stri kes me as so utterly stupid. About al l 
the public s tatement you cnn say 1a that we have 
cot a dumb cluck who mado a mietoke , Beyond that 
I don 1 t think you can say much. I thi nk that is 
the answer . 

I think you will see in the conversa tion SOQe 
placo t~~t FArrison indica ted that this was their 
responsibility and it waa really none of the 
Treasury's buaL~sa. 

I don 1 t think that ia true. 

I think you will see that in hia conversation. Sa:~e 
place he said, "Yiell, after all, thh is Federal 
Reserve of !lew York , " and I think , gentlemen, that 
the thing might jUD t as ... oll be settled now, but I 
thought it was settled four 'Or five years ago, but 
we might just as 11ell settle it now once and for all 
time and this is my way, yo11 people can tell me if 
I am wrong, that this is n Government orcanhation 
and there might be some i dea that tho Federal , as 
our f iscal agent, woul d have authority to do that 
after consul tinu with ue , but ae for Mr . Loree, 
Acting Vice President of tho foroicn exchange, to 
be tho mouthpiece, I don't think anybody would think 
that . 

It ia so stupid i t goes into the fourth di :ensi on. 

SUt tho first = to euoc wi th you would be Loree . 

I wonder. 

Yea , s ir. 

I have known h1m for 2o yeara . He is an organization 
man, a man who always does the meticulous things f rom 
the point of view or what ia right and wrong . He is 
that kind of fellow, Mr. Harrison mis-spoke himself, 
I think , don ' t you , Walter, when he enid that it waa 
that commit tee ' s respona1bil1tyt I think he wae 
probably overwhelmed with ourpriae by what had 
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happened, becaUBe I don't gather !'rom any of this 
that George Harrison personally wao at the Bank 
when this happened. 

I gather that Y~oke sent Loree not a etatement to 
be 1oaued - I doubt very much if h8 wrote it. 

It oaid dictated and sent by him. 

It said dictated and eent . 

232 

I wonder i f he dictated a etatement to be issued or 
whether he dictated tbe technical facto. 

I gather that they (Board of Governors of tbe Federal 
Reserve System) will get a copy of the statenent. 
I don 't want to call them and cross eX&Dd.ne them. 

George told me he wae going to call me this morning, 
I don't think be will. 

I think it was the auggeotion of the President to 
let the Federal of New York ge t into the Federal 
Boerd and it was a good one . 

I think the procedure was good up t o date . I think 
you take a risk in not making a otatement nnd you 
take a risk of pretty defini te loss i f you do make 
one. The market given in the morning prices will 
do it faster than yesterday anyway. I have the 
feeling that yesterday wao a sort of shell-shocked 
day, that we would be much Yieer today looking back 
on wba t we ought t o have done yeeterday. The really 
l.r.tportant thing 1a to look f orward and eee What we 
are going to do next. You can prevent it happening 
&gain , but whether you co.n prevent the kind of mie­
infonnation or tbe lack of information we received 
from the British or whether we eball give any 
aaeuranee . that from time to time YO can give them a 
bi .t of news as to what thie market 1110ans, I don't 
know. 

This is to be Treasury busineae and • • •• 

Nobody has any doubts about that. 

As far a• issuing ota temont are concerned. 
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I n the course of your deal1ng a before tha t was l!'.ade 
p e1•fect1y clear. He was getting this inf or...,tion 
for you because you had asked him, not once but 
several times . 

I can ' t c ot i t out of my head and I wish you people 
would read it, but I have got the distinct feeling 
that at one stage George was telling ~:~e , "Thi s is 
the F'cderal Reserve of !lew York ' s responsibility and 
it is not yours . " 

That , or course , wil l hnvo Lo be diaputed at once. 
io:ay I make this su6Gest l on: Ther e is a half way 
place between caking a publ i c state~:~ent and doing 
nothing except getting our facta and tha t wou l d be 
for tho Federal :le s erve Board nnd tho 'fr easury to 
wrHe a letter to the Federa l !\eMrve l'ank or lie" 
Yorlt City, not cake it publi c , but which would show 
what we thought of the thing and what they sugeested, 
~hich i f publ i ci t y did c01:1e up , would be dated several 
days before and then the anGwer would be, "'~hy , this 
th1nr, \7as handled by tho Federal Hoeerve Board and 
the Tr easury . This lotter was sent on such- and- such 
a date ," and th e recor"<l Vlould be c l ear and you "ould 
not have hAd the loss which \'/a lter feura and I fear 
of rr.akin& a s t atement r~hich cannot covGr a ll the 
rami f ications , oecauao tho i~odiate quos tion will 
be , "\'tell , di d the Chnse Bank mtlke some money," and 
you will hAve a I'WUlill/' sore of this , and I think 
the cbances are the r e will bo no public1t;: . 

I am not g oinG into it , but I hopo tho Pe de rel does 
find out wbnt hAppened dur1"l': that hour . If I .,-as 
Geor£e Harrison, I would want to know ove ry trnns­
action that happened i n that hou r . 

I told ~t to George at 12: 00 o ' c lock las t n i ght . 

If I was Oeorge Harrison, I woull! want to l:now wha t 
happened during tha t hour and ton minutes . 

That is what I said to Goorgo at 12: 00 o'clock last 

nir ht . 

You n r e good at that timo . 

I wa n n~vor better than I was then. I carne out of 
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a aound aloep ao I waa entirely rofreahed and r 
l&ated for 45 m1nuteo. He waa vaotly disturbed 
because he bad Just gotten a message from Ronald 
Ransom and ho waa talking over tho conversation 
we had had before and I odd, "Well, I think ae 
I aee 1t, there 1e only one thing hare. Vlo ~ve, 
down 1n tho Tl'easury, to determine what attituda 
we must have about wha t tho British have done , but 
i t aoema to mo that tho whole s ituat i on that is 
ot moment ond bas danger 1n it 1a thia hOUl' and 
ton minutoa,• which I aaid io juot ono of the 
moat un!'ortuna to things I can imagine having 
happened. George oa1d, "I don 1 t bel1ovo there 
waa any hOUl' and ton minutes. • 

He said. that ,. and or eou.rae ••.• 

On account of Eas tem Standard Tl.rr.o and so forth. 

I don't know whore ho waa dUl'1ng that hour and ton 
minu toe, but ho doe an' t know what happened 1n his 
own ohop. 

He dooen 1 t know nearly aa much what happened ao 
we do , I said to h1m, "Will you call me nt 6 tOO"T 
I enid, "I am looking nt a clock here that is 
Daylight Saving Time. • 

234 

Mr . Secretary, I want to say a word. I quite agree 
with what Walter Stewart aaid, that thoro is going 
to be a lot of "C' oet la guorro• otutt ao we go 
along and this ahould bo handled eo as to clear the 
tutUl'e roloaaoa but diopoeo or th1a instance aa 
lightly ao poeaible. I think Oono can do i t 1n a 
converaatian. 

What do you thinkT 

I agree with you. 

You oan write the letter 1n any ovont. 

I think it ousht to bo 1n tho record. 

I think the letter is a good compromise, 

You don't have to accept tho compromise . You write 
the letter and then you oithor roloaeo i t or you 
don't reloaso it. 
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Depending on 'llhat f acta occur. I am thinkl.ng or 
protection to the Treasury and tho Secretary, having 
a distinct statement i n which tho Federal Reserve , 
as a neutral, Joins, havi ng examined it. 

Or would you simply have instructions as to the 
handling of relati ons? 

In vi.,., of those circumstances which occurred yes­
terday, I think it is a rather short form thing , 
but which would show clearly that the Federal :!eeorve 
follow - that this was tho fault of the under standing 
or the Federal Reserve Bank of !lew York 1s desk as to 
'llha t ahould be done •1 th newa. That is , I think , a 
piece of protection that we want at the Treasury, and 
then eo on and say, "This is tho -y it is to be 
handled. • I suppose it 1a the fir at 1:1oney news that 
has cooe into the Federal Reserve for a lo"6 time. 
Isn ' t that truet 

No . These conversations have been r,oinr on all the 
time . 

I mean money news, that anybody could have made money 
out of. In other words , there hasn ' t been this 
doubl e marke t business that wo are goine to have to 
live with f r om now on . 

I can ' t answer , but I know I wont all throu&}l this 
thing twice . I will tell you the story of i t . It 
was the darndest thing, London was setting the 
announceoent of our. . .. ilhen we chanred the price 
of gold , they were gettine Dow- Jones faster than 
we wore , by how many =inutesT 

!line minutes . 

And we couldn't f i gure that out . 

Y/e had people 1n our ... aato baakete. fie had the 
Secret Service. 

We found out that Grayson M-P Murphy & COIIIP&nY would 
have an open te l ephone wire to London to thei r llouee 
and over the telephone they would beat the Dow- Jones -
they would se t it , tell i t to the i r cu&to~ers - they 
made no secret about it. They had a cuotomers ' room 
and they would tell them the price of gold. The 
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press a ssoci ation would be in Gr ayson l.lurpby's 
office and they woul d p i ck up the news nnd wou l d 
telegraph i t baok here and they would get i t hero 
faster than Pow-Jones would . Grayson IAurehy, when 
we had them in and talked to theo, said, SUre , 
we are a little scarte r thftn anybody else to do 
that . " 

1~oy said it coat them $43 . 00 a day and they made 
thousands or dollars . 

They just said, ~e are a l i ttle smartor than any­
body else. It you don' t like us to do it, we will 
stop it. • 

or course , Dow-Jones was s ore. 

What did you tell them? 

236 

You said i t was quite all right . r/e stopped chang i ns 
gold shortly a f terward. 

\ihat we we r e going after was to see tha t Dow- Jones 
waa on the job. The re was noth ing to u y . Grayson 
Murphy vrere not breaking any rule . 

VIe just posted it on a lit t le bulletin board and they 
had a man who ran from t ha t p lace to tho telephone. 
I t was open to London. 17e got it nino minutes ahead . 

Thoy weron 1 t doins anything. They were juat beins 
a little smarter. 

Then some press association - United Preas - had a 
man 1n Grayson Murphy's of t1ce 1n London . He would 
get that darn thing back here bef ore Dow- Jones got 

1t on the ticker . 

That was six minutes advantag e 1n !few York t hat the 

United Preas had. 

The poi nt 1a that people got terribl y upset , and you 
take our s i lver announeomont and our prices , anything 
like that - I mean they are so meticulous here to 
eoe that eve rybody gats it at the same split second, 
that is why there is no cr1 tic1Blll. 
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I thi nk that this charter un<ier ""ich the Lor ee 
committee is operatln& - Mr . Harri •on cnn have 
all the advisers that he want• as lonr as he 
operates on t h1s theory. I woul d first ci ve 1t 
to the pr ess and then confi rm it to the banks , 
which wou ldn ' t even be nece .. o.ry. 

I don 1 t think he VJou l d ho.ve to confirm it to the 
banks . I talked to e~~eone who wo.s o.t the meeting 
when i t was organized.. Ho ea1ct, Harrison sai d, 11 1 
don ' t know ~hether there will ever be any occasion 
for u.sin~: t!rl.s committee or not , but I want to !ulve 
it orcnnlzed so if the Treasury asks me to do so~­
thing , I will be able to know how to do it. • 
Then it turned suddenly into sort of an acting 
corporation. 

There is one other th1ng . A separate chepter has 
to be handled separa tely and I would l ike to d~p 
thi• i n you peopl es' laps so we can have something . 
I have got to get an answer f r<r1 Sir John Simon 
and it you people could be bo. ck o. t 11: 00 td th an 
answer f r om Si r John Si~on , we can co over i t , 
becaU5e he doesn ' t know •mo.t is going an nny mo:-e 
than George Harrison docs . 

lie pre tends not . 

He pr obabl y doe an ' t • 

No, probabl y not . 

You are informed here , and the ~r1t1sh 'i'reasury is 
not. The 3ank of in(tland 1s 1nf ol'!l:ed, and over 
here the Federal :teserve le not. 

I think we can do then a real service plus our OTm 
exporters and importers o. service, if we re t the 
thi ng out . And on that , here 1a another thing 
Whi eh I don't understand and thle 1• aoce ~ncb-. 
naned banks her e . 

They named those banka i n Paria , aceord~e to our 
cabl e . Ar chi e is no t here now, but I ~ qui te sure 
1n the cable I rend that those are br nnehes of 
Amer i can banks 1n Pari s . I thi nk this is wrong. 

237 
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Could you gentlemen be back at 11100 with a draft 
of an answer, and Johnny and I will be here. can 
you detail Bernetein on this! 

Yes. 

The rest of you be back at 11100 with a dreft, I 
think there is n real Job to be done for Sir John 
Simon. Can you fellowe get together! 

We don't think that- Walter and I were t alkinc; about 
it last night - we don' t think that we should be any 
lese n.rm than we were :rea t e rcla:r about our own posi­
tion. 

Did you r ead my conversation with Butterworth! 

238 

I hea rd it. I happonad to be 1n the room. I f ollowed 
that line. 

lias i t all right? 

Yes , I followed that line . 

I kept looking at you and you kept nodding all the 
time. I mean I wasn't too •. •• 

You see the Federal Reserve Bank of New York thinks 
that we were beina too tirm, Walter and I think we 
wore not . 

Archie told me that before Knoke would cal l up a 
second t~ - be is so timid about calling - next 
t i me we want information we wan 1 t aek Knoke to do 
this , see! 

What I am hoping 1s that by the end of the morning 
tba t we wlll know Dxactly the way we want this thing 
handled , and I am gotna to be 1n Nn York on llanday 
a oming and I would like to go in and talk to Knoke 
myself like a Dutch uncle a fter we have got exactly 
what we want. 

You can 1 t change Knoke . 

Still, we will have done our beet, 
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l'lell , you ean ' t chan(se him . I mean • • • , 

I have known him, of course , for many yeara . 

Do you agr e e with mef 

239 

You can 1 t change him. On the other hand, ther e 
is a great risk of cuttins off our source of in­
formation from tho llank , It will take Butterworth 
halt a day to got fran the Treasury what Treasury 
gets flo= the !lank, It :you want to use your Butter­
worth man , he has to g o to the Treasur:y . He has 
no real access to tho Bank, Tho Treasury gees to 
the Bank of England and the Bank or England corre­
sponds with Phillips and Phillips with Butterworth. 
It you want really pr0111pt inf ormation you have to 
get soce sort of clear relationship, 

I agree with you . I t hink it would be a ntis take 
to cut off conversations between Knoke and the 
llanlc of England. That shouldn 1 t be dono , But 
a gain, I can ' t help but feel that thoro is a l i ttle 
feeling down there thllt with this Tr·ipartite thrown 
out the window the t the trend is back nnd 1t is 
roally none of our businsas . 

You ought to be able to deal with that h ere . 

I Just feel without . . .. I would Jus t l ike to relllind 
them that pos a i bly 75 percent of their people are 
on our payroll . I don 1 t also have to rem1ncl the 
Federal Reserve S;ra tem - I think their expenses are 
s1Jt lllillion a year, of whi ch we pay four . So, I mean 
I d on ' t want to also remind - I don't have to us e 
the Federal Reeerve in this. I mean all of these 
things which I have - all of these are thin&• I 
have never dane . lly relationship with Harrison 
went through very , very diff icult timos and I have 
always wondered after the thins wae arranged - he 
had to do i t as my !heal a sent . I am not suddenly 
soins to throw over a very fino relationship with 
him. I never have sotten rough with him. All the 
cards ar e ntine , but I don ' t want to play them. I 
have never had t o get rough wi th h1m, and after 
Just straightening out Jerome Frank, I don ' t want 
to out- Jerome- Frank Jerome Frank. 
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I t happens that Walter knows the new financial 
Attache very well and we can develop that relation­
ship as a help , 

Before Pincen~ they sent me a man with a enke or 
ice for four years w1 t h h i e neck out just about 
enausb to take about three bottl es of Scotch every 
day . Thon the,' sent him baek and they sent me 
Pineent , who comes out of Berlin, 

But Walter says he ia an able man. 

He really was a power in both the Treasury and the 
Bank, He could be deve loped, 

The norc:al thing would be to ha vo h1=l eome in, g1 ve 
thia to Butter.rorth and give 1 t to him, and he 
gets the story, but in ju3t1ee to ay time table -
I have to take lilY w11'e and f amily to tho airport, 

Incidentally, Johnny, I am taking the ear you would 
uao today . I t will be back tomorrow • 

• 
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Preaent: 

September 15, 1939 

11:10 am 

Minister from f inland, Mr. Prooope 
Mr. Hanea 

~: How are you after your trip to Finland? 
I don't oome to bother you before, because I understand 
how buay yw IIUst haye been. I hope you enJoyed :your 
trip. 

HM.Jr: People could not haYe been nioer. 

Mr . P: I am still expeoting the l etter about 
all lattera are oollling Yery late. They were nry 
charmed. 

~.Jr: Your people ooul<l not han been nicer 
and my o dest eon got a great thrill out of it and ao 
<lid I, Liked your Minister a nd everybody there, Your 
Minis t er of Finance gave me this lovely d inner at the 
ex- Governor General's house-- the ex-Governor General 
of Ruaaia. 

~: That ' s the house where I l iTed f iTe years. 

KM .Jr: Ex-GOYernor GeneralT 

Mr. P.: Yea. In that house I haTe been Bolshe­
vik prisoner and taken out to be ahot. In that bouse 
I have been a guardsun to when he l1 Ted 
there and ln that house I haTe liTed t 1ve yeara as 
Foreign Ulnister. 

HM.Jr: It's a Tery nioe hOuu. 

Ambaasador: You are very buay. 

KM .Jr: A little. 

Agbass&dor: May I oome to my business. What 
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about the proepeote now for ue to take up the loan! 

Hll,Jr: 

llr. P: 
him and-rii&w 

Hll.Jr: 
gather ed that 

I gather you eaw llr. Sumner Wellee. 

No. I did not see h l.ll, but I phoned 
t he Secretary of Stat e thia aorning. 

Mr. Wellea oalled me last night and I 
he had also talked t o the P1 eeident. 

I understand eo. 

but I 
it is 

fftJr: So I don ' t kno• what llr. Hull told you, 

w epeat what all Jlr, We lles told me. I hope 
the same atory. 

~: Mr. Hull told ae, 1t you wOUld l1lte to 
hear that •.• 

Hll .Jr: It would be nice. 

~: rirst , Wellea told me OYer the telephone 

t hat t here wae a general eympathy. llr. Hull told me 

the same t h ing and asked me to see you and asked me to 

eee Jeeee Jonea. 

Hll .Jr: Well, thie 1e the meeeage wh1oh I have, whioh 

I take 1t, oomee from the Prea1dent and from th8 State De-
partaent. I would rather give it t o you tbie way. 'l'hia 

may be, aa I aee 1t, a JUIIP ahead but I am going to re­

peat it and save time for you . +hat 1f your Government 

l hOUld have in mind at tbia time t he queat1on of taking 

up t he queetion of an i .nter-Go..ernaental loan, .uoh aa 

we admire Finland and .uoh aa we reel r1n1and 11 one ot 
our good friende, t he President doea not want to bring 

up anything of that nature when be' a try ing t o get the 

neutrality thing through beoauae 1t ~ be harmfUl in 

getting hie legielat1on. The euggeation ie that I offer 

you whatever aeaietanoe the offioe of the Secretary of 

t he freaaury baa to aound out the New 'i'ot11: aarkete ae 

t o what they oan do ror you. It t he llew 'i'orlt people 

want to charge you too 1111oh, the 11188•• Uon ie tbat you 

then wait until the firet ot January and be will be glad 

to take a loolt at tbe aituation than and then oonaider 
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whether we do want to aek Congreaa far the authority 
to negotiate a government--to--government loan. 

llr, ~~ llay I repeat . An inter-goyernment 
loan, torte time being • •• • 

llll.Jr: From now until the firat of January 

llr, P: is not poui ble ..... 
llll .Jr: Mot poaeible on aooount of t he ••••• 

llr. P: on account of t he political situation 

llll,Jr: , ,, , on the neutrality legielation. It 
m18ht be misunderstood. 

llr. P: But you are w1ll1ng to au1at us or 
aouM oiitthe New York market for a loan. 

KII,Jr: For Finland. 

llr, P: For Finland. 
atanoe ::::-

Well, that is in sub-

Hll.Jr: And it you t1nd tllat you think the rat es 
are exorbitant, then we euggeat you wait until t he first 
of January and t hen we will talk to you again. 

~: In what way would you find outT 

lllt.Jr: I haven' t thought 1t through, but we would 
aak aome ot our aoqualntancea there. 

Kr . P: a loanT ___ Do you tnl.nk it would be poaaible to get 

llll.Jr: I don't know. llr. llellea called me late 

laat night. I don't know. I haven't had t ime . 

llr, P: llay I aek you, in wll& t way does llr. Jesse 

J one a oome inT 

HI& .Jr: He doean•t . Not with thia meaaage troco 

the Preaident. 

B. 
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Mr. P: Mow I aa 1n aomewhat ditt1oult a1tuat1on. 
I will ~t quite openly before :rou, beoauoe Mr. Hull 
alked me direotl:r to eee Mr. Jeeee B. Jonea. 

KY.Jr : I oan a&ke it eaey tor you. I will haYe 
Mr. Hanea oall his, J ones, tell hla or thia oo"'ereat ion 
8nd say 1n Yiaw ot thia oon•oraation would ha like to 
see you or 1! you want to go and aoe Mr. J onea and tell 
h1c or our oon•eraat ion, either • AT t hat :rou want . 

Mr. P; I am •er:r, nry glad it :rou, Mr. Ranoa, 
would phone llr, J onoa and I could, one of theee day a, go 
to see nim. 

KY,Jr: Mr. Ranee w1ll oall up Jonea, tell him 
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ot our con•eraatione and then, eo you will do what Kr. 
Hull want a, t hen :rou can go OYer, but llr. Jonea will know. 

~~ 'Xou 1811.1 allow ae t o thlnk thla onrT 

KY ,Jr: or ooureel 

Mr P; And contact S7 Govarnmentl I expect still 
a letter irom Tanner. Waa ther e any oonveraation with 
:rou and Tanner about thiaT 

KY,~ There were theae oon•ereat1ona. They 
aalted a t thh tblng and they aaid I waa under a 
a1aunderatand1ng · that the money was t o be uaed t or 
t ort1fioat1on ot the Aland (f) Ialanda. I told t nea 
that when we undoratood t nat that waa what the money waa 
to be used tor that that lett an unfaYorable 1ap~aa1on 
nero , beoauae we did not feel that we oould ad•anoe money 
tor fort 1t1oat1on purpoeea, but if the money waa to be 
uaed tor the purohaae of aater1ala 1n tho United Statea 
that 1t would be a different atory. I aa1d &&Tbe I IIIJ.a­
underat ood, but that ' a .pat I bad underatood. 

!!~:..._!: I don't thlnlt we han apolten ot that. 

HK.Jr: Xou told me that . 

~~ Ho, oertai nl:r not. 
IIIJ.gnt be an e .. rgeno:r loan. 

But I told you it 
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Hll ,Jr: For the use of tortitioa tion. 

Mr. P: In case of mob111~at1on . 

Hll ,Jr: And the tor1 tif1 oat 1on of the Islands. 

Do you mind 1t between this and the next time 
I look i t up? 

llr. P: Please do. There haa been a misunder­
standing. I never spoke about a direct loan. I spoke 
about it. Would it be poaaible, i t would be easier tor 
you now to tAke up with Congreaa tnt possibility or 
arranging authorization tor your Government? 

HU.Jr: The President said nothing at this Congreas. 
Those were the President's orders • 

.!!!:,.l!: Now? 

~: And 1! the loan is 
market,-what participat i on on the 
would that be? 

taken on t he New York 
side ot the Government 

KY.Jr: None. It would be a loan !rom private 
banka t o the Government ot Finland with ~he Uni ted 
States Oove~nt taking no partioipation. 

llr . P: And the traneter ot the money could be 
done as we oee tit. 

KY.Jr: Oh, surely! 

llr . P: I t could be lef t here aleoT 

KII.Jr: Yea. 

Supposing you think it over. I don ' t want to 
seem - - but I am, I have been at thi• since early houre 
and wi th Sterling bouncing around 2~ up and 20f down, 
it' s a little bit d1ft1oult • 

.!!!:,.l!: Thank you. 
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Mr• H&nea: Do 10U want me to phone Mr. Jones. 

Mr. P: I will get 1n touoh with 10u 1n a rew day1. 

oOo-oOo 
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'13 PUBLICITY RBLBASE Oll 
VALUE OP POUIID STERLING 

September l S, 1939. 
11:30 a .m. 

Present : 

lana ott : 

Nr . Hanes 
llr. Stewart 
l!r . Viner 
llr. Riefler 
Mr . Bailie 
Mr. Burgess 
Mr. Cochran 
llr. Bernstein 
Mr . Foley 
llr . Vlh1te 
llr . Harr is 
JUt. Ranao:n 
Dr. Gol denweiser 
Ltr. llorse 
llr. !Jorr1ll 

I will try to a s briefly as possibl e tell you the 
conclusion reached by the Boa rd . I am asking these 
staff tton I brought with mo to correct any statement 
I nay make that they don 1 t think is right to the 
point. 

It ie the feeiing of the Board, in the firs t place, 
that i t would not be advisable t o make a formal 
statement regarding this occurrence . They feel 
that i f , t or reasons beat known to you , you think 
that a s t a tement oust be made or should be made , 
they would be very glad indeed to cooperate with 
you in trying to f rame the sort of statement that 
you would thlnl< and we would think would be 111ost 
helpful , leavi ng the decision to you and to us as 
to whether i t should be joint or a slngul.nr etate­
IDent , depending on what it i s round necessary to 
say. 

The reeling i s that any such atateaent should be 
a r a ther technical explanation of the si tuation, 
that the public i s l ess interested i n that and 
that would probabl y dliiDlor down -.oro than anything 
oleo, that i f the pressure on you is such that you 
reel s0111eth1ng should be said to the press , it 
m16ht , in the opinion of the Board, be handled by 
letting t.lr. Duffield treat 1t somewhat orr the 
record with them. We have great confidence in his 
ability to decide what is the minimuiD possible 
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under such cir<:wl14tancee and perhaps the interest 
in it woul d be dhdpe ted by a s t a tement £ro1:1 him. 
That shou l d be your conclusion. 

On the vc r1 l:lUCh broader aspects of the probl em, 
f irst the noa rd 1s on ite own aekine the !lew York 
Bank f or n ful l and complete report indi cating 
wha t was happening at the t1mo, what d i e! happen 
in connect i on with the transactions in the par ­
ticular banks at which the gentlemen invol vee! v;ere 
members , so that we can ascertai n and then confer 
with you on what di d occur. 

It see= to the P.oard qui te self- evi dent that such 
a t h i ng should not occur again. 17e feel that that 
cou l d be prevented by an unclerstanding ~tween the 
Treasury and the Federal 'leaerve Bank of lie" York 
that any !nelina tion of t h is kine! whi ch uy reach 
the :>edera l P.eserve !lank of 11<-w York f'irst or the 
Treasury f irst , that tho doc1e1on o.a to when and 
how that was to be released muat be a Treasury de ­
c i s ion in order to avoid any poss i bl e miaunder s tancli nr, 
ln the future . The Board alao would like to say that 
it wruld back up my statement thio mornin:; that we 
like to cooperate fully with you and wil l in the 
futur e 1n any matters whi ch may come up in your 
opera tiona wi th our llet~ York ilank na your f iscal 
a gent , and that .,e will be ve ry c lad at any time 
when you want to call us in to tr; to be he l pfUl , 
to t ry to find out r.ha t is c o lng on and to see that 
the mecbanisl:l ~orks as i t should work . 

J.:ay I say in behal f of tho Treasury that I couldn ' t 
ask for a 1:1ore cooperative stateme nt than you have 
juat given !:te. I t i s moot helpful . Before I 0e t 
down to the question or publicity. I don I t lmo11 
whether when you were here or not , but aooe or the 
peopl e in the Treasury expreeaod the feeli no the t 
we oucht to put ourselvoa on record in a letter to 
the Feder al Reserve of lie• York . !low, i t i s a matter 
of what "e d1d - we ous;ht to do that, expressing our 
d ispleasure a t t h e way tho t h ing Ylas handl ed. I 
don • t know whet her "e should - I •:ClU l d think that 
wo ought to bol d that i n suspenso until you have 
compl eted your inveatign t 1on . 

I would think so , ~r . Secre tary. Let ' s see wha t 
we find. Then tho dee ree of d1acipl1nc that clight 
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be 1n order would depend on tb.a t , 

It mifint be agreed that wo wait pending getting 
all the facta. A let t er can always be written 
can't it? ' 

Yea . 

Just for the record. 

Mr . Secre tary, I was t he one who made that sugges­
tion ori ginally th i s morning aa a compromise and it 
aeema to mo that the important t hing is not the 
apoald.nj; 1n terms or discipline but ra ther that tl:e 
ruture handling of thla type or situation should 
be auccintly s~ted 1n the form or a letter from 
the Treasury to the Federal Reserve !lank of New York . 
And then if we must go further after hearing your 
facta , we can cross that bri d&e when we come to it. 

\'/ell , it is pas t experience with the Trea sury that 
i ta letter would be most di plomatic in any event. 

Does anybod;r d i s agree with that , that wo should 
wait until t he Federal o r Washingt on has made their 
invost1gat1on. 

(llo response) 

Then l ot me ask Gene Duff ield, i n vi ew of develop­
menta , what is your advieef 

I think it ought to be handled only by some verbal 
explana t1on to those people 'Oiho were unable to get 
information here yesterday, whllo they could in 
New York, and also a sta tement that we a.re seeing 
that it doesn't happen again. 

You couldn ' t be sure of the latter. I think some 
more general s t a teeent, because i f you referred to 
a low rate you can' t ant1oipa te what may happen. 

Oh no , t he release of the newa . 

We are speaki ng of the nowa by the Loree Committee. 

That 1s what I meant. 
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Well now, do you feel that that would be wise, GeneT 

I think that is the best thing to do, better than 
to put out a statement. 

Ia your man in here? 

I can send h1m over here. He has been sitting in 
with ua this momina and ho agroea with that con­
e l usion , that 1n handl1ns it tho thing could be 
played down and minimized by an explanati on of the 
technical di fficulties that exis t 1n a period such 
as thi s when all _mechan1ama do not !\lnction per ­
f e c tly. Everybody 1a working under more or less 
a train . 

Then i f t hose people are asked t>y tho New York 
office as a result of any rumors up there , they 
will know the situation and they will be a ble to 
talk i t down to their office. 

And you think it should be done? 

Yea . 

While it was suggested, I think 1t would be neces ­
oo.ry if your man could come ove r and be here when 
Gene sees them, because f irst, I would l ike it, 
and 1n the second place, when thoy go over to 
Elliott •.•• 

I see no objection to that. 

Don ' t you think he cd.S)lt come over, Gene, end be 
with you? And then another thing , 1 t shows that 
the Federal and tho Treasury a re together. 

I want t o say, Ur . Secretary, 1n talking to the 
people of the t!ew York Eank , it ie per f ec tly evident 
to me that tbey are juet ae a.nxious as we are that 
this never occur again, and I think you will get 
comple to cooperation on the t , end I think that the 
suggestion that the Troaeury have the last word 
always on the question of a reloase will meet with 
their enti re approval . 

May I eey one word , Ur. Secretary? The question 

• 
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of L!r . Thurs ton coming over here wo.a mentioned and 
hie own fee ling wae that it would llUlf.nif;r the in­
cident and he wanted that consi dered; whether it -
I moan, whether you wished to have it or not . 

Let ' s ho.ve an unders tandinB that i f he doesn ' t came 
over o.nd they do run over to ooe him, will he r efer 
them back to Oene or will ho do hie own talking? 

:s1 

Yos , The doctor stated it almost correct but not 
entirely. The suggestion wo.s ~~de tho.t perhaps if 
you wanted us to , we could cot Mr. I.:Orse with sor.e 
of your technicians , and llr . ~!field, and Ur. Thurs­
ton said i f you have a lot of people alon£ with 
Oene Dut'field on an occasion like that you will 
probably cause more confUsion than i f he handles 
it alone. ~e sugaestion of Elliott hinaelf being 
present , 1 don ' t thi nk crune up. And I think in line 
with that that if we have tho underetand1nt ~t any 
inquiry refe~ t o Mr . Thurston woul d be referred 
bac:k to !Jr . Duffield, I thinlt tho.t YIOUld be al l right . 

Ho" about that , Gene? 

I am inclined to a gree that 1t woul d mar,nify 1 t i f' 
we had the unusual thing of both or us talking to­
e ether, and if he will refer it back to me I will 
tell ~ what I sai d , 

!.lay I make a sug£cstion? You lmow we had a precedent 
before that in the question of .,here the silver p.r i ce 
started to change and tho newspapermen all c~e to 
you and said, "If the -:reaaury 1s making a chllll{;O in 
the silver price, why should wo have to find out in 
!lew York?" So we said we could under3tand that and 
the Treasury prices would be released in Uash1ngt~,, 
they could heve 1t every day i r they wanted i t , and 
I think that uould be carried the S&l:IO way. In other 
words , if there i s any questi on when a thine like 
this comes up , r:e can sa;r , "This news will be released 
so the Treasury men will havo that covered the same 
ao the' had on the s ilver. • 

Thoro is j ust th is one other th1na . I think Mr. P.arri­
aon i s a gentleman working under throo boaseo and 
occupies a ra ther d i fficult poa1 t1on, and he o.sked 
th is morning •lhether this report was to be l:l&de, that 
he is preparing, a fUll report to the Treaoury or 
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to ua, or the both or ua , It woul d be m;r sugges­
t i on that i t be made to bo th ot us simultaneously. 

Entirely. 

Now, would you just tell Ur , Harrison the result 
of this meeting and t hat Duffield 1a going to tell 
tho press informally, and than when Du1'1'1eld ia 
through he will cal l up Ellio t t Thurston and t ell 
hiM what he said, and - i a there somebody in New 
York? 

I think I would let Elli ott advi se whoever in New 
York llr. Ho.rrison wants . 

Right , And Gene 1sn' t goin6 to be surrounded by any 
people. All he wants to do ia Just let the press 
in l'lash1ngton know why there ne a scoop. Is that 
rightt 

'l'ha t is right . 

He is ab le to e.xpl ain that . 

And they are not going to be scooped again . 

'lbat i 8 right . 

And we are not go ing to name any names . 

Not a one . 

And that this 1s s01:1eth1ni! that happened in Whi ch the 
CJAehinery d1dn ' t click. 

Arter all , the world i s pretty large . 

I w~ld like to say we have been in eonsultat1(11 with 
J OU peopl e twice today on this thing. 

There i 8 no objection to that. 

I would like to say t hat we have been in consulta tion 
twice with you people , 

Let me ask th.ese three s t arr msmbera 'ir t hey have 
anythin6 to add to what I have add. 
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( llo response) 

!!ow about these moumora back here? ( Cochran , Stewnrt 
and ilailie ) . 

Thll t l as t step I nm not qui t.o clear abou t , l.!r . Secr e ­
tary , as to whethe r i t i s wise to refe r to consulta­
tions and wh at i s supposed by t ho out81de group to 
be largel y 1n the family anyway . 

If they ask me - i t is ve r y probable they nay have 
seen some of you people 1n here . 

Perhaps t he plan to handle that, alr , Stewart , would 
be to aay that the Treasury and the Federal Reserve 
are in eons tent eonsul t a tion on all these quest1ms. 

That is a perfect answer, 

Any doubt from over hero? (V,'hi te , Lochhead, Bernstein , 
Fol ey) . 

Aa lone as i t is coing to be handl ed by Gene Duffield , 
t ho ques t ion of hov: the inf ormation i s g iven out ..• • 

I nm not maki n g a news nnnoun cement . 

J:o d iscussion of the wa y this thine h h&ndl ed , just 
Utat in the future you are go i ng to give out 1n!'onll8-
tion i n Washing ton. 

'l'his is Just an explanaUon to them; thia i an ' t a 
newa atory . 

Lut call; is everybod:; happy? 

I No r e aponse) , 
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Tbal 

Sept ember 1~ , 1939. 

Uy denr Wr. Ceoretor y, 

l i t h r vt or enoe t o the Aotlna : ooroter y or the Treeoury•a 

letter or tho l s t 1netant authorl%1ng the Federal Reserve 

B..nlt ~r Nn Torlc to eell t o t he ROJill Tlle i Trea sury appro%U'liOtAtt7 

C9 , jOO,OOO gol d b~lian on or betore ~aptc:bor 6 , 1 939, I bog 

to 1nrorn you tha t t t e trQnaeotioa boo now been COQplet ed end 

t ho 80ld 1a pla ced in t he CU~tody of t ho Federal Reserve Bank 

ot New Torlc under earaarlc t or the Royal Tha i Treeeur y. 

~ ~ behelt or my Government 
el " 
~ th~UDitad State• Troaaury my 
u .:: 
~d ~operation extended to a e. 

'" 

I therefore beg to expreue 

deep approo1ot 1on tor t he 

I bog you oleo to be good 

!flO~ to ooany the exprou ioa or 117 t r otetul thonlce to 

"" llr. Ai,bia Loohhaa4 •llo wea very oour teoue and belptul. to • e 
4 "' a \bla OODilOOtlOG • 

Toura alnoerely, 

(Slf!IIM) Pbya Abh1bal RaJ...,altr1. 

fta Boaoraltle BMU'7 Wor,.othau, Jr . 

lleeHtarF of t ba TrMOIIJTo 

h ahi.D&-. D.c. ---- ··-------------------------
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Sept. l, 1939 

l{y dear Mr . Minister: 

With reference to your letter ot August )Oth, 

I nsh to inform you tl:ult the Treasury today authorized 

the Federal Reserve Bank ot !lew York, aa fiscal agent 
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or the United States, to sell to the Royal Thai 'l'reasury 

approximately $9, 000, 000 gold bullion at $35 per tine 

ounce plus 1/4 ot 1% handling charge , on or before 

September 6, 1939. 

The details of t his t ranoaotion should be arranGed 

through the Federal Reserve Bank of New York. 

Very ainoerely yours , 

(Signed) Herbert E. Gaston 

Acti ng Secretary of the Treasury 

The Honorable Abh1bal Rajamaitri , 
Hiniater of Thailand, 

FD:emk 
9.1.39 

The Thai Legation, 
Washi ngton, D. C. 

Initialed: FD:AL: 
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AIR IIAIJ,. 

No . 1336/21132 

The Legation 

Vaahington, D. 0 . 
30th August 1939. 

Attention or Mr. Arohie Loohhead. 

Hy dear Mr. Secretary, 

Regarding the desire of niy Government to purchase gold 

bullion, you were k1nd enough to dea1gnate Mr . Arohie Lochhead 

to dieouae the matter v1 th me. 

I nov have the honor to inform you that I ha•e reoei•ed a 
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telegraphic instruction from my Governaent to request the authori­

tation ot the United States Treasury t or purohasing approximately 

;3 ,000, 000 ot gold bullion, Which is to be held at the Federal 

Re serve Bank in Nsv York am to be earmarked tor the Royal Tha1 

Treasury with option t o sell same to the United States Treasury 

or t o expert. 

It authorization ie given, I shall make arrangements with 

the Federal Reserve Bank in !lev York tor sate keeping. 

I shall be nry grateful 1f you will be kind enough to in­

form me the price per tine Tro:r ounce and the usual charge tor 

eare keeping per annum. 
Yours sincerely, 

(Signed) Abhibal RaJama1tr1. 

The Honorable Henry Morgentbau, Jr. , 

Secretary or the Treaeur:r, 

Washington, D. c. 
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No . l222/2ilg2 

J.Jy dear Mr . Secretary, 

THE THAI LEGATION, 
Vaah1ngton, D.C. 

September 15, 1939. 
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With ret'erenoe to the Ao t1ng Secretary ot the Treasury • e 

letter ot the let instant author1tlng the Federal Reserve Bnnk 

ot New York t o aell to the Royal Tha1 Treasury approximately 

~9,000,000 gold bullion on or before September 6, 1939, I beg 

to 1ntorm you that the tranaaot1on has now been completed and 

the gold 1a placed ln the ousto4y or the Federal Reserve Bank 

of Nev York under earmark t or the Royal \'hal Treaeury. 

On behalf ot oy Government I therefore beg t o expreaa 

to the On1ted States Treasury my deep appreolat1on tor the 

klnd cooperation extended to me. I beg you also t o be good 

enough to convey the expreaalon ot ..,. grateful thanks to 

1:r. Arch1e Loobhead who vas very oourteous and helpful to me 

1n th1s oonneot1on. 

Yours sincerely, 

Pllya 
(Slgned)/ Abh1bal Rajama1tr1 

(Signed) Phya Abh1 bal RaJama1tr1. 

The Honorable Henry Morgenthau, Jr . 

Secretary o t the Treasury, 

Va&hlngton, D. c. 
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Pnpare4 by: Kr. T1cl<ton 
Kr.Murplly 

-· 
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TREASURY DEPARTMENT 
258 

INTER OIFJ"'CE COMMUNICATION 

DATe Sop\ftblr 15, 19J9. 

TO 

,.., .. 
SubJect: Ettec ot Decline• in the Market Value ot Govern­

aent lleourit1u Upon Bank Capital 

The aarket value ot t he aggregate holding• ot United 
Statu eeouritiee ot all ineured ooaeroial banke bae de­

~l1ne4 b7 about t500 a1llione einoe the ell4 of .Tune. Th1e 
1011 will be reflected in the reported oap1tal aocount1 of 
the banks onlJ to the extent that it ie reali~ed bJ actual 
ealee , and i1 not offeet bJ preTioualr unreali~ed appreci­

at i on in the particular eeouritiee eold.• Th1e deo1ine ia 
equal to approx1.aatelr II percent of the aggregate Mported 
cap1 tal funds of the banke as or .rune 30. 

Louu have been auffered in all c1auu of Gover1111ent 
oeouritiee, except Trea1ur7 b1lle and UDited 8tatea 8avinga 

bond a. The greateet loe .. l ' both in tenu or pointe and in 
the dollar amount involTed, have been euttered, however, in 
lled1um-tena and long-tel'll obligat1one, ae ehovn in the ao­
®llpanpng table. 

The figuru in the table are based ~o~pon the aaauapt1one: 
(1) that the portrolioe or inaured oommeroial banks in the 

aggregate ae ot .TUne 30, 1939, vere dietributad among the 
•arioua iuuea of 11ourit1ee v1th1n each olau reported in 

the same proportion ae the total aaounta outetanding; and 
(2) that the portrolioe have reaa1ned unchanged 1inoe that 
date. Reither of theee aeauaptione ie etriot17 true, but it 
11 iaprobable that auoh Tariat1onl ae a&J ex1et vould Meult 

tn a eubetant1al error in the final Maulte. J. -11 portion 

or the decline• ehovn in the table m&J be otteet bJ aaort1-
uUon or prea1uae. Th1e vould be 1aportant over a period of 

reare, but 11 of 11a1ted e1gn1t1oanoe over a ehort period. 

i il&iiie oarrr their dOnrDMnt .. ouritlu (ae vell ae i11 
Othar Group I IIOuritiu) at book valuu, vh1oh cSo not Tal'J 
V1th tluotuatione in a&ftet pr1oee. 1Paper louee• vould 
beoo .. 1real 1011111, however, ir bankl round it neoeelal'J 
or dee1rable to diepoee of , replaoe or exchange the pal'­

tioul&r eeouri tile in 'llh1oh 'paper 1011111 had been aocuau­
lated. 
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s.oretarJ llorgenthau - 2 

It would be uaetul. to have a rouch Maaure of the prob­
able etteot of &D7 future oh&Dge1 in the pr1oe or United 
state• aeourit1ea upon the aggregate aarket value ot the 
holding• ot all 1naured oo-ero1al bank•. It 1a d1tt1oult 
to atate aucb a measure 1n a eingle figure, beoau1e prloe 
ohangea 1n tbe different maturity olauee do not alwe,ya tol­
low the eamo pattern. 80met1mee the ehorte are strong rela­
tive to the longs, and eometlme• v1oe v1r1a. It 11 inter­
eating to note, however, that a change ot one polnt 1n the 
pr1oe ot the longe•t-term Treaaurr bond, lt aooompan1ed by 
tbe aame relative ohangee in the pr1oe• of aeour1t1ea of 
other matur1 t1ee aa wae the oaee during the period from 
JUne }0 to September 11!., would mean a gain or loaa of about 
$115 a1ll1oM 1n the -.rket value of the United Statu aeou­
r1t:r portfolio ot all 1neured oom~eroial banlta. Th11 1B 
eqUivalent to about 1.3 percent or the aggregate reported 
e.pital tunde or the banks on June 30. 

Attachment 
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Eltia&ted Deo11ne 1n Talue ot OoTeraaent 8eou~1t7 Po~fo11o of All 
lnllll'ed eo-~o1al Banke, J\Ule )0 to 8epteolbe~ 1~. 1939 

(DOll&~ t1guree 1n 1111l1one; deo1a&le aN th1~t7-1eoonde) 

Direct obl1gat1one 

I 
I 

treaaurr b111e •......••••..•••••. 
treaaurr notu ................. .. 
Bonde: 
Maturing 1n 5 1•~• o~ leea • •••• 
Maturing 1n 5 to 10 7ear11 
u. s. sav1nge bonde •• .•••..••• • 
Other ...................... . ... . 

!!a turing 1n 10 to 20 1•~• .... .. 
Maturing afte~ 20 1•~• .. ... ... . 

GoYe~naent 
eeou~1t1ee 

held, 
June 30, 

1939 

$1140 
2 , 925 

S36 

167 
2, 952 
3,150 
l,IIOS 

Total 41reot obl1gat1one .. .. .. 111 ,9~ 

Guaranteed obl1gat1one 

RFO ............. . . . ............ .. 
HOLC ....................... . ... .. 
Fi"l!O • •••••• , ••• , ••• , ••••••• • ••••• 
Other oo~rat1one ••.••......••.. 

• 659 
1,61~ 
~a 

Total guaranteed obl1gat1one • •• 6 3,049 

Total 41~eot and guaranteed 
obl1gat1one , • , • • • . . • • • . . . . . . . . • • fl5,o:p 

• • ' An~age • 
1 p~1oe 1 

;deol1ne,!f! 
1 

June :5o;; ; 

1 
Sept. llj.,; 

I 1939 ; 

l~ 
1.0) 

0 
lj..l~ 

~·2l . 01 

.)0 
~·09 

·~ l. 

Eet1aated 
decline 1n 
YalUe Of 
June )0 

po~tfol1o 

0 
• 33 

9 

0 
119 
161 

___g 
~lj. 

--

$ 6 
51 
22 

_j 

• !!2 -
14!!6 = 

outetan41ng aaount. 
b1lle outatand1ng on 
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Bepte~r 16, 1Q~9 

I let the Prea1denr read th1a at Cabinet. 
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IRITI3 K £MIASSY. 

WAIH IMCTOM , D. C. 

My dear »r. Secretary, 

I nave now received trom London a 

reply to ~ enquiry, tollowiDg our conversation 

on tbe 7tb instant, about tbe mobilizat i on or 

our American securities . Tbe position is tbat 

wbile owners or American eeour1tiea must make a 

return ot tbeir boldinge under tbe regulations 

dated August 26tb, no turther etep bas yet been 

begun by tbe Britieb Treasury to take over or 

eell tbeee securities. We wil l not tail to 

keep you intormed wben any turtber etep in tbie 

direction is contemplated. 
Believe me, ·My dear t\r . Secretary, 

Yours very etnceroily, 

Tbt Honourable 

Henry Worgentbau, Jr ., 

Secretary ot tbe United States Treasury, 

Waebington, D. c . 

' 
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I ban dUGUue4 th1a 1tn with Kr. Lool!Ma4 

an4 he tell• ae tMt tba phraaM1ol!7 of the 1t017 

u wrona and all tMt Me happened 11 that the 

rrenoh Nat1onal Exohanae ott1oe hae added the tour 

.Amer1oan banlte named 1n the e toey to the rrenoh 

banlte alreadJ dee1gnated ae agentl to oonduot tore1gn 

exchange operat1one 1n rranoe. --
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J'ollowlal \M ••tl.ac 1a \M leoreM~T'• ottloe a\ Ua)O 

Wo fornooa, *loll •• a\\0114K 'bf Qcrr......,.. Jaaooa u4 o\Mr 

_,.... ot tu hural laHI'ft 178\•, aa wU ao "'•1111'7 
offlclalo, I pat 1:" a oaU for :h.ttenor\11 1a tM AMrl­

-•q at I.oOMioa, 1Jpoa bel.ac 1ator.4 \Ut llll\\orow\11 •• 

ouhlu ot I.oOMioa, I aatecl tor - J'lrot lleez'oMIT aa4 cot 

coaaooUo wl\11 lohoeatol4 at 121)0 aooa, 

I road. to Ill', lohoeatel4 \M tu\ ot tM ropl;J wbich tM 

lleez'oMIT ot tM ,.._,. uoirecl to be _.. to tM Cbu.c.U• 

of tM Smhequor, I e>;>la.lJiecl to Ill' . llchoeafol4 \Mt I •• 

pllcniJI& IWa in llv.Uenortll'o a'boOIICo, llchooafol4 aua4 bn \U 

... _. aboo.l4 bo •-lcatecl to tlla C-oller ot tb• :lmbeq1lor. 

I -•\eel \Ut M talk with llv.\\orwor\11 it po11lblo batoro 

o n'caUac tM ••-; bv.t it tllh •• laopooonlo I lett it 

to \M -·q \o .... lh beet ~'· F<JY14ecl tu •­

pt to tu OMMoUor to~. I tol4 Ill'. llchoeafo14 \lla\ a 

oablacru '1101114 oontln Wo ooanr•Uo 1Q' telephoao. .t.t 

10 •ttl l a c.lll.acrU ao l.aitlalecl u4 -t to Ill', LI.YIMT 

at tM ltato Dopar- for -.toaloa to x-4oa • 

.t.ftort-ai!I _,to \M 1\a\o ~-\-·I talD& 

wi\11 Ill', l•""er4, 1a tU all•-• ot Ill', ~. la \lla otfloe ot 

leoretar7 llloll, I o:.pl&laecl t»t -•tarT 11orcoat- uolrecl 

tllat I - aat.la'blo to tM ~-t ot 1\ate WoraUoa witll 
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rt~~ to u embaap of co..-..r•Uono obl.ch our 'l're&1V7 

• • llaTillc wU.h the llrlthh :~m~~eq,..r, llr, 114echer4 nat14 that 

llr, LiYIIIJ' -· the proper P'riOil for - to cln tb11 lnto .... Uoa 

~o . I ~ol4 llr. llellcllar4 ~hat 1t llecrnar;r lla.U 414 illhreot 

hlaedf ill tbio • Uer II& ooul4 call 011 • for u:rtbillc to wppl ... 

Milt the lllfor.t1on which he wolll4 be able ~o obtain tr .. 

llr. L1••• •:r. 

llr, L1TIIIJ' raoe1n4 • at 3130 ad I -.-ised the 

4nelopaonto of tho paet two 4a;ro. l!o •• alr•4:r faalllar 

with the eliiOI>up ot t el-•. 

I telephD.oo4 the :&rl\ ish Ea'ben:r u4 fO'O.D4 ~hat llr. P1unt , 

the P1111Dolal COWleolor, •• ab11n~ 111 llew York until 10M tlloe 

next nek, but tb&t Kr. Ople, :rtret Secre~7. •• ab.tltutl.Dc 
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for him. J.t -:r wueoUon llr. Ople came to tho 'l'r11111l'J at lla30 P••• 

I can h1a a con of the etat-nt which the Chancellor of ~h• 

l:rcUqner lla4 c.-lcet14 ~o Secretar:r llorpnthall, an4 • cow 

of the latter '• repl:r of Sopt 011b1r 15, an4 IJPlallle4 the 'beck­

cr0Wl4 ot the11 two ••-• without 41TillciD& 41\alle of our 

4oaaat1c probl••· I let h1.a Dow. ho_,.•r. that ,. wwe au:iO'UI 

to han ell of the lllfor..Uon the :&r1t1oh oolll4 pn ue thet 

wclll4 'be ueetlll ill the preect eltuaUoD of 'CIDCertain ·~·· 

an4 tllat the tr-111l'7 wclll4 herl&ftor •- the rupou1b11U7 

for prtq 01lOh publloU:r thereto ao a:r be epproprlatl, llr. Ople 

'f0luntoore4 the lllforaeUOD tllat hie .-.-r lla4 - qa.ito 

upoet 'beoaue• of the leek ot lllforaeUoD OD hio part an4 that of 

hi e Pl-1&1 Couneelor with ri~O~ ~0 oterllDc pollOJ Of the 
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P""' ~ .. o~qe. Ooaao.,.....u~ • M4 ~tM a -~~~ to tM 

JrlUIIIl CloY-\ H(UeU.ac tllet lM -·q 1B ••b'ac\oa be 

apt cror...,t}T 1~o,..4. !!do .. ,_ aloo ren&lo4 tM probl-. 

of Iow Torlt t1B&IIC1al 1Btereoh arhi.JIC ~roa \lie oter1111C dtaatioa, 

lb-. Opll 11., acod .. lc __ , , 'lbo •• ~to41Bto OoYo.,....t 

oonie o OB}T a ~ .. ~ IICO -4 ••-4 b.1o mtieo lB tlle JrU1111l 

J:allooq todq. It 1o Bot cortalB C..tMI' lie ..Ul be here ~ 

noatJ.T, ~ llopoo lie - llelp tlle lla1oon bet- tM Jr1UIIIl 

acnetoJ'T Athoritioo au ouroolno an4 that lie -., oontin'U on 4Dt7 

llere, olnco Ill', Piuent 11 Ultel7 to 'bo 1B lln York a oo~to14oro'blo 

part o~ tM U.ao 1B tho IIMJ' f'llture, 1 to14 Ill'. Op1o tNt lleooro, 

Stear\ au lla1l1o hoped to han tho pleaouro of OOoliiC Ill', Pla-t 

non .... 11: and tllet 1 wov.l4 ti"J' to cet the four of ,_ tocotller. 
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OO_..,.nor Harrison of the Federal Reaervo &Ink at New York 

telephoned me at S p . m. He etated that he had tried ta got the 

SocroW'y and. stUl bad a call i n !or h1lll at Beacon. Since ba 

bad not :yet afiected COIIIIIWlication 111th tho Socrotacy, ho had 

triod 1Tnd8raecret.ary Banes but found he wu out. Con.soquontl,y 

he aekod !or a e. 

OO_..,.nor Harrison stated that he had jUst received a usoa;;e 

l'ro:l Governor 'i\:1-.ers of the Central Bo.nk ot Canada to tlle afiect 

that Canada 1• inotitutil>G =bango control tc>morrow ""rning. 

The centrAl &Ink or canada and. lieenood bonke 11111 be the onl;r 

onco to deal in foreign exchange . Likowise, eomr..orcial e>ports 

and i:11j)Orta wUl be licensed. Tho CentrAl Bank o! CanadA did not 

=t to take this step, but f elt that it """ 1nov1toble, and 

finally decided to de it new. 

Thoro wUl be a Foreign E>ccbance Control Board, 111th J:r, TOwers 

ae Cbai.r=an. 'lhe othar two J:>41:::lbcra will be J:r , Clerl< of tbe 

Troaeurr Departaent and a Custo-o..s can. !be rata toaorrow wUl open 

at the rata 'llbicb obtained today, nu:.el,y, 111tll tlle C&nad1= dOllar 

At a discount ot 10 to ll percant bol.ow tlle Ar.>orican dOllar. 

Governor Harrison understood that llr. Lorin6 Christie ..,uld 

aoe the SAerot.ary at Beacon at 8 o • clock tonight to intotol 111m ot 

the forogeing. 

Govornor Harrison told me that he ..,uld lo&ve in hia eall f or 

the Secretary. I tol d 111m that I 110uld ol..o endeavor to COIIIIIWlicate 

111th the Socrotal7, and I put in a call tor hill at Baacon, New York, 
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at 5 :15 p .a . 

I reached the S<!eretary at Beacon at 6:20 p. m. and gave hila the 

!or.goin8 information. In re3j)Onse to his inquiry I aJ.Bo provided 

111m w1 th dato on s terling, including the closing rate and the da;y • s 

turnover . 

1\hen I told the Secretary thl t Governor !Iarrison planned elso 

to spoal< w1 th h1lll and had lett a call, the Secretary aaked me to tell 

OoYernor Harrison that I bad elr~ com'Q1ed tho information to him 

and that unless the Governor had ~ to add, it .,uld be better 

to postpone o.ey telel)bone conver114tions until 5aturd:JiY oorning. I 

proc;>~ eOCICWlicated this mes sage to Governor Harrison aa soon as 

the converMtion with the Secretary was tond.natod. 

Dr. Vlh1te called ce at 1'1111 Hotel at 8 :/.S p .m. to give n:e a 

mesuge frolll the Secretary with respect to tho oxplllnation he had re­

coi ved f rom l!r . LOring Christie concerning the impoeition of canadian 

o:a:~uu~&o oontrol . In accordance w1 th the request of the Secretary, 

oomeyed thro\1811 Ur. '!ibite, I relayed this information to 1/essrs. 

llanos, RaNiola and Jlickerson b)' 9 P•• • 
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T REASURY DEPARTMENT 

WMHING'TQH 

Toohr4ay tho Britto Ooft!'IIUIIt oo1144 ne 

AMriou st-r 1UIIIIIOR out of lro~Uo, 011 ohloh aa a 

tU&Jl\Uy of S900 to110 of ~pba\o, --~ uoUIIOCl 

forO.JMJIT. 

I tlloucllt :JOU woul.4 bo 111\oroo\&4 ln li:DDw1lls 

\1>.1o h no ... -- tl>.lt operohd tllo s.s. liAC08'1\t. 

tl>.lt •• rooolltl:r noppa4 b7 a 0..,.11 o..-r1110 off no 

Nonl>.or~~ Cout of IrolaDd, o.Dil., aftor a tlloro\llll oaai­

IIOUoo. or \l>.o llllp' o pepero, ..., allowed to proooa4. 
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OFFICE CORRESPONDENCE DA 
Septe.ber 15, 19)9 

1tr. IDo&. (llr. Lochhead's Copy) a.uL,.c:n.....!!:~~~~C~o~n~•:!•!r!:n~tJ.~on~n!·~t~h To- ~ 

J. • Moieoo 

.llr. c ... ron ot the Bank ot Canada tntoraed me thia 

a~orn1n.; tba t tod&T be ia prepared to pay, 1n Cmada only, 

C=udian $4·40 tor cable trmatera on London. This b~:Ln& 

r ate appllu atr1et17 to Canadian exports to a.ey psrt ot the 

Br1tilh lfapire. He would not nnture an op1DJ.on as to juat 

• ha t they ai&ht do toaorrow. Bowenr, he did aay thst yeaterday 

he ~d pai d $4.)8. 

-~IOU 
'IIIJirlli!Uo "Rill• liiJ 
.,.~ .... ,l •. • 
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AMERICAN EMBASSY 

LONDON (ENGLAND) 

969, fiftEEnth. 

TELI!GRAII S BNT 

PLAIN 
L I 

Septcmb<r 15, 1939 

FROM THE SECRETARY OP THE TREASURY. 

Re!Er<nc£ Butterworth'• cablegram 1653, September 

14, 11 p, m. Confirming conversation of this noon by 

ttlcpbone th£ rollowi1'6 is thE tEXt or my reply to thE 

Chanorllor ot tht BXchcquer: 
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QUOTE. I apprEciatE your message or SeptEmbEr 14 

promptly answering my inquiry. I rcoogni z• thE difficulty 

undEr existing oircumstancts ot rxohanging information 

promptly, although tarlitr advicE to us yesterday would 

have provEnttd considerablE contusion in thE Ntw York 

""'rkEt tor StErling. W£ arE studying th< situation and 

I agrcr with your suggEstion that it wuld bE dEsirablE" 

to txohange turthtr advio•• as the situation dEvElops . 

WE arE attrmpting to obtain thE intormation you as~ as 

to amounts or St<rling on ottrr. END QUOTE. 

1 n HULL 

PL 

.. ..... 

,..r~:: , . , , ~ ., 
EA:PL:LWW 

v • 

Regraded Unclassified



273 

To 1 Tho SocrotU)' 

rro·a : Mr. Ranee 

Mr • .&.dolph Borle ' • office aotlflocl ao at 9:45 A.M. to~ 
that thoro would l>o a mHUQ& of t.bo Inhrcloportalll\al Co"'llHoe 
on neutrality In Socrot oey l!ull'o oftlco at 11:)0 J..K. taorrow 
aorniq, s.pt•bor 16t.b. I ., .. roquootocl to pooo thh LDfo~Uon 
o.n to 7ou. 

To rofrooh J'OIU' COCOOI'J· I:Urla& J'OIU' oboODco tho ProoldODt 
lnotNcto4 Swmor lrolloo to fora 011 Intorcleport..ontal Co::mlttoo , 
eoapoat4 of repreaentat1Tel of State, Tr•••urJ· Var, XaY,y &D4 
J111Uco Depa.rtaoenh, for t.bo p111100o of placl q In t.be hen4o of 
State Dopartmon\ all t.bo procla:o&tlono 011cl dotu.lloDh nocooooey, 
tocether wlth reeoaoeD4at1ona froa Ill depart.ente, &I to pro­
codiU'o lo the e?ont thot war ohould bo doclarocl In luropo. I 
oooumo that thlo aeetla& at ll:}O tomorrow mcrnlnc lo boinc called 
1n connection with tome matter that hat arleen concerning tbe 
earlier vork of tbia comalttee. Do you with •• to attend! --
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Preoent: 

Mr. Han .. 
ll.r. 11arr1a 
Mr. Foley 
Dr. White 

S.pteaber 1!5, 1~ 

10:•5 aa 

( ll.r. Harr1e gaTe t he Secretary t he attached 
doc~aent, aarked Exhibit I, which the Secretary 
read before any or the correction• indicated had 
been ude.) 

JDI .Jr: Who wrote t b1 a , pleaaaT 

Kr• Folex: Huntington Cairne • 

.!l!!.d: lhy doe an' t he 1&7, •I tha ret ore rec­
ommend that the Normand1e proceed," inatead or 
"It may alao be obaerYed that we will not be involYed 
1t the NOIUIANDI& ehrold proceed to a Oanatlian port 
~nder rore1gn convoy and arm iteelt there. • Th1a 
ia not a r ecoaaendation; it ie only comment. It 
aeema to ae that the thing to do 1a aay, "Tneretore 
I recoaaend that the Hormand1e proceed to a Canadian 
port ~nder foreign conoy,etc.• lh7 not a1aPl1 come 
o~t and ll&lte a clean c~t reco-ndat1on. 

!lr• fltrr1a: Good! 

.ll!l..d.J;:: Do yo~ checkT 

llr. Harria: Yea. I tb1nlt that 1 a ~cb atr onger. 

KII. .Jr: I! yo~ don't aind 1 1t' a a lot or weaul 
worda -- aa long aa JOU (Harriel did not write i t . 

We 1&7 • It U 111 vii"' that be ahould 

H~..i£ : lCo~ be back at ll o' clock a nd get ll.r . 
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Harris to s1gn 1t. 

But I Just think, we are aek1ng all these 
people, on thinking this thing over, I think that 
I w111 Juet say •approved' and I will bring it up 
at Cabinet and not go through the motions of asking 
the Preeident and Hull to approve somethi ng which 
1a purely ours. I t!Unk it is making it too im­
portant. 

Mr. Fole~: It's purely ours and the legal 
advisor ot the . tate Denart ment concurs one hundred 
per cent in what we are. recommending on the question 
of international law. 

¥_Jf· Jr: I will tell you what we w1ll do , so 
he (Hul 11 be prepared. 

(At this poi nt Secretary put in a call 
for Hr. Hull but was unable to reach him.) 

But Why should the President and l·lr. Hull 
0 . K. a purely administrative matter of the Treasury? 
They will think I am gett ing a little weak-kneed. 
What do you thi nk, John' 

Kr . Ranee: There seeme to be a little bit 
of a ticklish situa t ion. I don't know. I think 
it migbt be well to advise them. 

Kr. Harris: I think you will meet the saoe 
question on the Queen J.!ary. I had a look at the 
Queen M&ry and it looks a s though she 1e going to 
be ready to go out. 

ay .Jr: Maybe the President doesn't w~nt to 
do i t . got Whip-sawed on the Normandie ann Queen 
l!ary on the buying end. ~/e ' 11 do it. 

Mr. Fole:r: I think it might be a good idea. 
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ID~ , Jr: 0. K. All you tellowa have to do is 
get it in to me . Then I will ask V.r. Hull whether 
he will see you with h is advisor. 

!~r . Foley: Hacltworth. 

HM,Jr: That you would like three minutes to 
explain it and you ge t i t back eo I can take it to 
Cabinet. 

(At this point Secretar;y spoke to Ora;y 
in !~r . !lull ' a ot'tioe. The following 
ie the Secretary's aide or the 
oonvereation:) 

iiov are you' 

You can take care or me and I won't bother 
Hr. Hull. I would like him, between now and one 
o'clock, to see the Co~miss1onor or Customs, 
llr . Baail Harris, and have your legal adv18or, 
Mr . Hackworth , present. It's in regard to a ship 
wo.nt1ng to arm in !lew York port and we don 't 
want them to do 1t. 

Give }!r. Harris and Mr. 
l!linutes to see •:r . Hull betore 
h1~ to know about it because I 
it up at Cab1Qet. What timet 
Harris direct a.~d let him know 
doubts . 

Hackworth t1 ve 
Oo.binet. I want 
am going t o bring 
Call •tr. Basil 
1t you have 

l!r. Hanes: I think we ought to get the 
adm1nietration policy. 

ID(
1
Jr: 'ihls way Harri s wall<a it over; 

explains it. Harris , any t1~e in the next halt 
hour get 1 t to me and I will a1gn the damn thing . 
I think it is good tor Hull to know you are here. 

Mr. Harris: Tbat would be very nice. 
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TREASURY DEPART MENT 

WASHINGTON 

YROM: llr. !Iarrio 

llr • .Jre.nlc ;r. !'ol8J , attorno7 tor tho Fronoh L1oo, baa 

raquut~ adrtoa with roa:peot to tho pooiti'"' ot tho TroaaiU')' 

an~ other 1otereat~ J)epo.rtmenta em oqu1pp1Dg tho SS !fllRIIANDlll 

with dotlll18in t.riiiiiiAmt to attor4 ,PNtaoUcm qaioet ouhar1oo 

ond airplane attack. It 1o propoo~ t o obt a1o tho armmll8llt 1o 

canada or 1o tho United States, and 1o althor oaao to iMtall it 

"'~~~~~~~~~t:J~~~~~~,~~~~~~r~-----------------
u I O J. that llr, Tolq - bo a4Yio~ tbat the 

United State• will not pol'lllit tho NORIIANDII to bo with 

orq a.......,t 1o I>Orl or "'" 11n1~ Sto.toa o~--~·~G!~~-

l,:=~~*'~~~~r1I.t the NORIWillil! ... ,.. ame4 
j though not tor ottonoiTo purpoooa, on4 w1tbout 

altori.Dg ita ob1ot purpooe aa a nh1olo ot o""""'roe, it would 

tborabr gin ua notice that it will ongqe at eight ""7 on.., 

oub,....1oo or airplnno Cioh it aq onoountor. 7or that reaacm 

'"' would ap:pear to bo bur4on~ w1 tb a duty to ondouo: to pre-

• .,t doparturo traa our .... tore or tho !IOlUIAliDIE it 1t aoqu1reo 

ito armament bore. (2 BTdo , International Law (1922) P• 716. ) 
It ma:t also be oboon~ that we will not be invoh~ it tho 

!IOPJWIDIE should proeo~ t o a Canadien port under f oreign OC11T"7 

and ara itself thoro. 

~sese o 

& Proo1dant 

Sooretarr or State 

Soorott.r)' ot tho Troa.IIU')' 

2.11 
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~JC 

c~ ,;v.tJ- -

~~~ TO• 

Mr. ,."N:. J . 1ol •7• •tt.ort.•1 ror Ut~ ?r"r.cJI - :.n• , th a 
r~-· tU ~•1c. · l tb r • .a;'ilic t. to \.be ,~.J ... ! U .:;n oi! tr .. ':r .. e .tT)' 
'' otbor l~t.r .. t ed !)e,.crt.unt• on ... .u,, bi <.>o SS 'X ·JII.~DU: 
• 1tll ••• renal>~• rw..• •nt !.a .. ~tOJ'I t ,,rot.-c t 1oa ~!na t .... r1ne 
a nd ~lrJlan• a ttAc~. l t 1a pro;o,~J t~ ob~in ·h~ • r& ••~ · 1a 

'" :l..ldA or 1D t h• ~·,tH.•d St.r t-.1, ·.n .. 101 tu:.!l~.'r e. w •o """ ' .. u !t 
~n tho • .,.,.J.. Ja •Jur v~rt or ' l• J orlt . 

1r thu '": t~NI .• o:w:.r • ttl"• r~~ .t!!l1n cur ,,_r 1. !1ct1C"r. , 

ITt~ 1 ~w-l~ not ~o. o~fe~aJv~ ~.r ~~ ea, ~ i~~t . lt.rtc, 
1b Chi•r pu')O"JI • • a vU1c lu or coa:ur~, 1. QW...Ld U\e rcby 
,!•• iU notl c • th t. Lt .. t .. ..-. •..r. 4 c. t • 1t;ht. , .. > ·•r •·ty ....,.'1. rl:1• 
or alr,.L r. .. • bleb lt. .:.· 1 .r~t: .:hJatar , •or •J . t :'t , v •··uld 
-.,;o .. r t -o ~ ~.: .. n. J. " ! t.h • tutr tG .n(. • .a.vor ~ • .,.,r"' e~nt de-
,' r t .ae rroa ow- • n tt.re of U.u ~lii:J:ffDlZ 1! !t ut-. .. 1r to ! '1 

"' T=·!•ont. l\41N. ~ ;: ii.,id e , :.ntor " ' h o1.:~ 1 :.· . .. ( .!.o:-,., ) J• ? .. c~. , I t.. 
a:.) e..l•o b u otn.e . vod ~h...t.t • ~.1J. l no• b• invo:.v, "' 1r t.ho 'fC}IJ.!J8Cll 

lb.r,"J.l.J. ,.toc•'-4 t o & Cnro~ J l '\h • or t. u.nd.•r !"o:r~ l~ c, .. nvor • r.J ra 

1 t.•• tr t.ht::r. • 

Accml"i!l.1• 1 r • c;:a:cen"! th t. tr. 7ol.&.!:; b. ~IV1 • cd t.:L.t 

t!\e 'Jn.lted !i 1M:t ..,1._ .. r.ot. )(raU. \.b"' •w..!::."';!;LL \.(.1 bv Ooof..U .-.. 

. ttl\ • n:r ..ra -..,l in •TJ .cr t or t. .. &~ Unt~-o ... t t "' f1" ! n .tD rl e.tl 

tarr1 lcr1al. • t•r" • 
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TREASURY DEPARTMENT ~93 

INTER OFl'lCE COMMUNICATION 

DATO Septeaber 15, 19}9. 

To Secretary llorgenthau 

' "o" llr. 1lh1 te 

Subject: The Canadian Situa tion. 

1. What i a Canada' a outatanding debt ccnditiont 

The national debt ot Canada i e $},6~, aillion. About 
25 percent ot tb.ia debt is payable abroad, halt in doll.ara 
and hal t i n aterl1ng. 

In addition, Canada baa a guaranteed debt (oh1etl7 
t roa th e Canadian National Ra11war) ot $1,085 a1111cn. 

The outatandlng debt conalate ot $155 a111i on 90-daf 
billa and the rema.lnder l n 1ong-tal'lll ob1iget iona. 

2. do a a Canada II&.,. t o do in the 
na:r 

During the na:rt eighteen aontha (up to llaroh 15, 19~1) 
t here will be $155 alllion abort-term bills ourrentl7 turned 
oYer and $345 a1ll1on ot domestic bonda .. tured. In addi­
tion, the ourrent budge t oarrlee a detiolt or $6o a1111on 
t or t he fi scal year ending llaroh }1 19~. and Parliaaent 
baa Juet Yo ted war e:rpendi turea ot tlOO a1ll1on to be ra1eed 
partl7 b7 t&:ration and partl7 by bor rowing . It appeara that 
th1a $100 a1111on will take care ot her additional needa 
t or aany .ontha to ooae. 

The OonmMnC aeeainglJ baa not 7et dao lded a a to the 
extent to whloh Canada will par tiolpate i n tho war . The7 
are oppoaed a a 7et to the aend1ng ot an1 e:rpedi U onar1 
t oroa and plan to aaaiat ohietlJ with taohnloal atatta and 
eupplylng aqulp.,.nt and war auppl1ea. 

3. How dld Canada tinanoe the lut wart 

Canada borrowed about . 2 bllllon du ring the leat war, 
ot which about It bllllon wa e ra1aed 1n New York. r our­
tittbe ot her war expenditure• (i . e., addit1onal e:rpendituraa 
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&eoret&r7 Morgen\bau - 2 - 9/15/)9 

oauee4 bJ war) waa rehe4 bJ borrowing aa4 one-fltth wae 
pa14 out of re•enue. 

294 

Oa aa4a began the war b7 1noreae1ng exolae taxea aDd 
ouetoaa 4utiee. It wae only in 1916 that Caaa4a f1rat intro-
4uoad t he axoeea profita tax and in 1917 that abe 1ntro4uoe4 
a low, progreaai•e 1nooae tax. !beae two taxea did not 
r1e14 large re•enuaa until after the war. During the oouraa 
of the laat war intereat ratea roae froa an •••rage of 3·5 
peroent to 5. 1 peroant. o.na4a oarr1e4 out the bullt of her 
tlaanoing throu(!l>out the war at an enrage intereat rate of 
about 5 peroent. ! he annual 1nterut burden on the ut1onal 
debt, wh1oh waa onlJ t13 a1llion in 1914, roee to t lOII all­
lion 1n 1920. 

4. How 4oea Canada propoaa to f1nanoe the ourrant war1 

.t.ooor4.1ng to a speeoh aa4e bJ the .t.ot1ng 1Un1o~r ot 
Flnanoe before Par~nt on 8epteaber 12th, the Canadian 
oonrnaent propo .. e to finanoe the war ae f ollowa : 

( a) Adhere to a paJ-ae-you-go polloy ao tar ae 
pouible. Thou(!l> the axaot aouroe of taxation waa 
not indioate4, it ia r eport ed 1n the preoo that the 
indi•14ual lnooae tax ratea will be inoreaaed; oor­
porat1on incoae tax•• ba•e alreadY bean 1ncreaeed 
al1gntly; and exoiae taxea on tobaooo and liquor will 
be inoraaae4. 

(b) BJ borrowing on lhort-tel'll billa 4uri.ng the 
earlJ 80nthe ot the war, and to postpone anr large 
long-tara borrowing unt i l later attar the 1nduatr1al 
booa wa a 1n tull rung. !hera apparenUy Will be a 
dtfin1 ta atteapt M4a not to fintnoa anJ of the 
OO•emaent neada tbrougn new heuu of ourranoy, but 
the axpanaion of bank ore41 t will be encouraged to 
faollitata 1D4uatr1al axpaneion until there io 
al80at tull eaploJ&eDt of labor and aqu1r-ent . suoh 
expenaion w1ll, of oourae, oall f or 1noreaaed nota 
hauea. 

5. Ill& t 1a Cana4a 1 a tax burdanf 

!be burden of taxu on the Canadian people 1a about 
the ... e aa oura but aubatanUallJ leu than the Br1t11h. 
Tbt total Doainion, pro•inoial an4 aunloipal tax ra•enuea 
oonauae rou(!l>lJ one-fifth of the Canadian national inooae. 
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( Ia an.• .,.1'-la U lo ., ... Uaaa -to.l'tb. ) !'e'-1 
J)eelaloa saz ...... _. 1a Cbe laa1i tlaaal rear wore 
.. ), lllllloa; P"Yiaolal M4 aalalpal -.z ""-• 1io'-l alloa t .-oo 111111 .. •n. 
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~ 0"e" aa aauou1 Claftn1Mn1i ab'-laa 2~ paraoa1i or 
bar ""- troa aalaa 1iazea, 16 poraau troe ouatoea Ucla' 
10 parent tree ftl'lOIU 1Ua4a ot ozo1ao 411Uu aa4 21' par­
on• troe 111&1rt4aal aa4 oo~oraUoe 1fto- tazea. 'ftlla •T•'-• la Ob't'loaalJ NFoaaha 1a u.W..o lna-oh u 
6o poran1i of N'W'oeaa la C.rl-..4 troe ooeaaepuoe. It 
k& .......... are w M 1Mraaae4 nba'-DUellJ, the 1Doraaeea 
allollU all4 p!'Meltlr Will - troe ae aQa.uloe of Uraat 
tuea. lA the Ul1r4 rou of the laU wu ""ee4a waa toi'M4 
w 111na11 PftFOaal-.. toa\Uroa 1D her -.z anwe 1D orter 
to ralao Mec(li&W l"OYODIIO , 

6. Wha' f orelp ezobaap ••••'• 40ea O••eA• po•••••t 
Onefe baa onr oaa all4 tbroo-toar\ba bllllou of gol4 

all4 4ollar aaaoh aa followa 1 

(a ) .lbod 1275 lllllloa ot 1014 111 the Balik of 
Oa11ada all4 1D the l\ab111aat1oe laa4. 

( 11) J.pproz1eat ol7 Ullo 111111oe of t'•neA!an abort­
tors flle4a 111 till a ooufttl"J. 

( o) Loag-wre 1JlYOa-llh 1e the lla11ie4 1\&Wa 
_, to &boat oae aa4 oae-tourUl blllloa 
4ollara; w1 tal eeour1 \J prlooa r1atea, till a lathr 
fliQN will 1noroaaa. 

Ie &1141Uoa, Oaaala la now pro4no1q alloat tl75 1111-
Uoa of gol4 a r ear and alloat tlb e1111oe of aUnr. 

Oaa4a'a toro.1p tra4a poa1tloe _, aeoual\aw •ro 
tora1p ozollaap raao.noa thae aha aeo4e4 bofora bo-ao 
1iba fa'I'Orabla ....._ llah"O w11b talt lh!1W4 l!p .. oe ear 
eo1i Jlal4 frao ozeba I to par tor the aefaYOI'&blo 1ira4o na 1iba 11a1 w lawa. oaeefa 1a aoo lleJ1DI a1i 1iba rew 
of tll llllU., ,.,. _,h •ra troa the lh!ltel. 1\awa tbae 
abe aa11a aJ14 taala llalaaaa ear laeraaee aa 1iba WU' proooo4a. 

Onate pro4eaaa ., ... 1014 \baa 1a eoooaa&l"J to take 
. auo of tbe aeta'I'Oralllo tra4o llalaeoo aho eow baa wltaa 1bo 
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Un ited Stat es. Canada normal l7 re~ite about $10 - $15 ail­

lion per month i n profits and divi dend& t o the United 

Stat es, but this l atter item may be ~olly compenaated for 

by the re-investment of American profita in Canadian in­

duotry. 

29S 

In addition, Canada hu an almoa t equally large souroe 

of foreign revenue from the exceaa of tourists exuenditurea 

alsoat entirely American -- in Canada. Last year- her reY­

enue waa about $145 mill i on f r om that oource. 

However , it must be reoognited that Canada'• foreign 

exchange pr oblema cannot be s eparated tro. British foreign 

exchange problema i nasmuch aa Canada will unqueat i onably 

cooperate oloaely with Gr eat Britai n i n her i nt ernat i onal 

economi c transactions. Nevertheless , it appears at this time 

that Canada is not confronted with any lnouperabl e difficulty 

ln orocuring the neoeeeary f orei gn exchange tor her own 

oart ici PQtion in the war t or a couple of yeare at l eaet . 

1. American owned oomp~n1ee nlar a dominant role in Canadian 

l ndustrx. 

The dominant r ole o r American tiras in Canadi an indust r y 

will be or g reat assistance to Canada ln f i nancing war expan­

sion . Not only will American tirae with bran~~•• i n Canada 

be able to plow back the profits on t heir Canadian operat i ons 

bl• t t hey will also draw t un de troa their American pa rent cor­

poration a to expend tbe1r out put. Canada may theref ore expect 

on unpr ecedented induetr i ftl expansion, and thle will be 

part icularly true 1t any difficult i es arl ee in financing war 

exports directl y trom the Uni ted St atee. 

Should American owned tirme attempt to convert all their 

profits into United Statee dollars or to reduce their holdingo 

i n Canada, it is quite poss ible t hat Canada would t orb1d the 

export ot prot'ita or capi tal. 

American owned mille control 40 percent ot t he capacity 

and 36 pe.roent ot the timber reaervea ot' t he Cano.dian newe­

pr int induatry. American owned firma produce 65 percent or 

all rubber goode or the Doa1nion and )9 percent ot ite iron 

pr oducte. Branch plante ot American tirQo turn out 33 percent 

ot Canadian autoaob1le production. The Dupont intereeta con­

trol a considerable part ot' the Can~dlan ohea1cal industry. 
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40 percent ot Canadian gold output ia mined by American con­
trolled or att111Bted companies. The great American insur­
ance companies , public utility concerns, nnd manufacturers 
or all kinda have active branches in Canada. 

There is appended a list of the outstanding American 
cor poration& Which have branches or which own affiliated 
cor oora tions i n Canada. It is readily aoparent that these 
o~rporations a re alao the dominant concerns 1n their oart-
icular branches of United Stat es industry. · 

t . Wlll Canada need to borrow abroad? 

Can~da can probably finance bPr own need& at home, at 
lea st tor the f irs t year or two or t he war, it abe oart ic1-

a tea 1n the war to no greater extent t han abe d1d 1n the 
l ast one. The induatrial expansion which can be expected 
during the firs t year ot the war will probably do l ittle 
~ore than employ the now idle labor and equipGent 1n Canada 
Rnd thla exten t ot industrial e.xpans ion can be financed 
through credit expansion and short-term financing. 

Canada is beginning this war with much greater lending 
cnpaoity than she had during the last war. Her national in­
come i s greater . She has a more efficient banking sys tem 
and there are large American interest& in Canada who can 
• nd orobably wi ll furnish much capital tor the expansion ot 
Cnnr da ' s industri es for the war dema nd. 
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However, Canada ' s borr owing pro~ram will depend largely 
uoon the role she plays as an intermediary to obtain economic 
resources t or Britain. It Canada nnd England are permitted 
to borrow in the United St ates they will doubt less try to 
ra i se substantial sums here and save their own r esources, 
~eeo their own i nterest rates as low aa ooasible, and minimize 
the reduction or the standard or living or their own people. 
The more tunda t hey r a i se abr08d the more t hey can conserve 
their foreign exchange assets . 

I t mua t not be overlooked t hat the United St a tes may 
olay an llloortant role 1n financing Canada , in aoite o! the 
Neutrality Aot, through an expansion or American industrial 
investments in Canada. 

9. What will happen t o the exchange rate or the Canadi an 
dollar? 

During the last war both sterling and tho Ca nadian 
dollar were pegged at virtual parity with the United States 
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dollar (sterling at $4.75 and the Canadian dollar at 99 99 c nt ) 
but during 1932 the Canadian dollar depreciated about o~e-tb~rd8 ' 
ot the amount that sterling depreciated. Since August 24 of 
this year the Canadian dollar has dropped to a discount or more 
than 10 percent. 

There is leas advantage to Canada in the depreci at i on of 
Canadian exchange vis- a- vis t he dollar than there is ror the 
British in depreciating sterling exchange. 

In the first place t he financial and economic ties or 
CAnada and the United States ar e very close and an unstable ex­
change rate between Canadian dollar and tba United States dollar 
causes a great deal of annoyance and expense to a rel~tively 
large portion of the population ot Canada. A large part or the 
Con~dian populati on baa some economic rel ations with ~er1cane 
through mutual tourist travel , through saall business relatione 
in buying and sel ling acrose the frontier, end in many other 
ways. 

Secondly, Canada buys much more from the United States 
than abe sella here , and as Canadian exchange decl i nes it be­
comes more exp ensive tor her to buy her needed commodit ies 
here and more difficult to sell to the United States. Uost or 
Canadian i mports from the United States are products that she 
must have in her war-t i me economy, While her axporto are of a 
character which are not stimulated by a lower r ate of exchange. 
The prioee which Canada can obtain for niokel , newsnrint, 
aluminum, copper , lead, silver, are fixed either by monopol ist ic 
control ( i n mos t cases American control) in the particular 
industri es, or by ~orld markets beyond Canada ' s control. Canada 
therefore has a great deal t o lose in her balance or trade 
by depreciating her exchange rate . 

On t he other hand Canada may gain by depreciation w1tb 
reaoeot to the Ameri can caoital invested in Canada. The 1n­
tereat and profits which American investors may draw fro~ 
Canada will be reduced 1n terms or Uni t ed St at es dollars , 
and the Canadian Government may have grea ter eucceas in in­
ducing the American i nvestors to reinvest in Canada t o await 
a eubeequent riee ln Canadi an exchange back to pa r ity. 

10. Has C!ln&da enough skilled lAbor to achieve the a.'l ticipatod 
induatri~l expanoion7 

There i a inadequate evl denoe available to us to draw 
any conoluaion on thls point but Canada will probably be able 
to draw upon the United States labor supply for those types 
or ak1llod labor i n Which she baa a shortage. 
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11. Ia there danger ot inflation 1n Canada? 

On the basis ot the experience or the last war one may 
expeot that sharply rising price leve1a in Canada will 
eventuate only 1t the war is prolonged. During the last 
war the cost ot living barely rose in the first two years 
while wholesale commodities rose l eaa tha.n 10 peroe.nt. It 
was not until the third year or the war that orioes in Canada 
rose sharply. 

However, there is danger that itthe ind~strial exoansion 
oroceeda very rapidly and Canada is unable to borrow eXtensive­
lY in the United States ther e will be aome price inflation in 
Cannda. The Canadian Government authorities are tully cognizant 
ot the pouibllity or inflationary price r1aes and there is 
every indication that the Government ia planning to take steps 
t o c ontrol any rise 1n prices that might take olaoe. 

12. !~Nlt was the business situation in Canada at the outbreak 
ot the war? 

Economic conditions in Canada before t he outbreak or the 
war were good and improving. The prospect ive wheat crop was 
the largest wheat orop since 1928. Mining and electric power 
~roduction had reached all - time peaks and oonstruction activity 
'Na s greater than at any time since 1929. Manufa cturing act ivi ty, 
however, was still considerably less than in the summer or 1937 
and ccnstitu ted the least nrosoercus sector of the Canadian 
economy. Manuracturing activity had already received considerable 
stimulus trom war orders placed in Canada by the British. 

Employment in Canada in August 1939 waa appreciably lese 
than during the Pall or 1937 and almost 1 million workers were 
receiving agricultural and urban relief. 

Commodit y prices in August 1939 were el1ghtly lower than 
in the same month of the prev1oue year and 15 percent below 
the level o! Auguet 1937. Wheat pr1cee wore very nearly at 
an all-time low. 
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1}. What i e Canada's trade position? 

Canada normall7 exports more than abe imports . Duri ng 
the first seven months ot this year her favorable trade bal­
a nce wae almos t $90 mi l lion. Canada trades nrincipally with 
the United Stat es and the United Kingdom. These t wo oountrie a 
together take three-fourths ot her exports and supoly about 
the same proportion of her 1mporta. Germany and France are 
a negliglble factor in her trade. 

The important thing in Canada's trade situation now i a 
t hat aha baa an unfavorable balance with the United St ates 
ot $12 million per month which in the past waa compensated 
tor by a sharply favorable balance with the United K1ngdoa 
ot almost double that amount . Now, however, the sterling 
balances aha will acquire from her export exceaa with the 
United Kingdom, if used to settle her American balances, will 
make more difficult the position ot the United Kingdom. 

Canadian i mports fro~ the United States cannot be cur­
tailed very much because they consist chiefly ot commodities 
which abe will need i n her war economy - iron and steel, 
machinery, petroleum,ccoal, ohemioal a, and raw cotton, which 
account tor halt of her i mports. Canada may be able t o reduce 
her non-essential imports t r om the United States by as much aa 
$100 million a year i t abe adopts, as she probably will, sooe 
system of restriction on i mports (curt ailment ot apsoifi o 
i mports). The decline in Canadian exchange will taollitate 
this process. However, imports ot commodities needed tor war 
economy will doubtless i ncrease eo that the total of 1mJ)Orta 
from the Un.i ted States may soon be greater than they have 
ever been in peac e time. Any expansion ot the 1ndustr1Al base 
ot Canada ie predicated upon 1noreaeed exporto from the United 
Statu. The e:>rtent of this 1noreaee, however, will be st r ictly 
limited b7 her need tor conserving Br1tieh Eap1re torelCD ex­
change aeaeta. 

Canada ie fortunat e w1t b reopeot t o the character or her 
exporte inaemuoh ao the bulk of t hem ooneiot ot oo~od1 tiee 
wb1oh are important during war time. Paper pulp and newoprint , 
timber, non-ferr ous met als, and toodetutto account tor the 
bulk of her exports . 

During the l a st war Canadian eT.porta incr eased much more 
rapidlY than import s and her f avorable balance ot t r ndo con­
tinuously i ncr eased t hr oughout the progreea ot the war . 
(Table• on trade are appended. ) 
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""a.nada - ··cnthly -ore'-in 'rodo, 19)3 and 1939 

( In Cli11ion~ ~r c._.,dl.IIJI •lo1l>rB) 

-- -· 1932 1939 I :: ---·--. :!;!xcees or " : Inporto 
:E:-:eesG ot t.le .g) t.D !.-.porto :"'>rnorto : : !:Y.oorta :'£jn.<?1·ts 

(0 49 11 E.9 IJ. 25 
~~ /,7 2 57 IIJ 17 

I. (,S 65 Ui 5~ 14 

r11 ~ 49 1 .l 42 9 . l :s "" 73 6 
u sz 8 "1 64 l3 

' u, 55 11 
fA 57 12 
~:- 56 16 

61, ?.3 
(, 63 2) 
9 44 25 
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Canada-~ade qy Principal Countrioo, 1936-1938 

(In milliOM ot Canadien doll.a.ro) 

Total 1,110.2 913.4 'l08. 9 
u. s. 470.2 34S .9 490.s • K. 404.6 3)<1.? 147.) .l\lOtralie 30.6 3~.0 12.1 
J&pan 2S.9 21. . 1 s .9 O.l'CAI\Y 11.7 1.8. ) 12.0 !:OW Zealand 14.7 16.4 7.6 
Pritioh eo . A!'rica 16.6 1s . s 8.2 :~othorlande 12. s 10. ) ) .4 I<e1!fillll 17.1 9.6 7.9 
Fra.nee 8.4 9·'- 6. 7 :~ewtoundland ? .1 8.4 2. S ll.,...y 6.2 7.9 . 8 
~ritieh l'nl.aya 2.7 2.4 1s.e Br1t1ah tl. Indios 11.1 11.0 12,2 
I:r1 tieh L'\dia 4 .7 ) .0 9.S 

677. S 

U4. 8 
119. 3 

9 .0 

4.6 
9.9 
4.6 

2.0 
3.8 
6.2 

6.1 
2.2 

.7 

10.3 
lJ .O 
8.4 
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Canada - Trode by l.eaoinfJ C001:odities, 19%-19)8 

(In dp.J.ons of C.UU.dian dollArs) 

l y36 
'· 

1937 

r.xnorts of CModi an Products 

':'ota1 1, 015 1 ,110 

Paper and prodvct< lll 136 
l'rocioUD retals 92 132 
-:!'..,at z:n l2l. 
lood, urr.anuractu.red 63 oo 
!ron, !Aol and n.."tn . 52 u 
Copper and dra . 37 ~ 

ickel end · n-e. 45 S? 
ie)l and products '5 Z' 

1-roorts !or t.::onturpt.!on 

i'ot•l 6)5 'l09 

Iron , ot.<tel, nachincrJ en? n..l'ra. 135 2ll 
rotrol oum wnd products 50 59 
Cool , col(e and product& 1.0 42 
Che=icals and prod~cts 32 37 
':':'ool anc' rrru. 2" )6 
"·"NitS 24 26 
su.,.r &nd productc 21 21 

"" cotton Mel linters 20 20 

103 

1938 

913 

ll3 
'N 
39 
67 
60 
53 
53 
:n 

~78 

l63 
56 
39 
35 
25 
2l 
a 
l3 
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