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• 
HKJr: Bello. 

lept.aber Z7, 1939 
lO:lfo a,a, 

Operator: 

llliJr: 

Kr . R&rr1eon U talking to Oba1raan Eoolea. 

0: 

Vell, when be ' • tbrougb With that I'll tal.k to b1a. 

All right. 

IG!Jr: Thank you. 

10:44 a.m. 

Operator: Go ahead. 

HY.Jr: Hello. 

George 
Harrison: Good 1110rn1ng, Henry. 

IG!Jr: Bello, George. 

H: I'm eorry I wasn't here When you called, but I Juet 
got baolt trom Waab1ngton on the midnight. 

m~Jr: George, I want to put up a "bypotbet1oal propoe1tion 
to you. It I ehould aalt the Federal Reeene Bank ot 
New York a1 f1eoal agent of •the 'l'reaeury to aooept 
account• tor foreign goveM\.118nte, I would 11lte to 
know wba t the anner would be, you eeet 

B: Vell, ay 1aae41ate ott-band aniiVer, I ' d 11lte to cbeolt 
V1 th our counsel -- would be that ve would do it. 

HMJr: You 41d 1 t during the last war. 

B: Yea, 

IG!Jr: Seet 

1 

B: I tbink ve -- I ltnov ve 414 1t tor 01lbert Who vu agent 
general ot reparations on a e1a1lar requeet •••••. 

liiiJr: Yes , :rou bad an aooount •• agent general ot reparation• 
tor h1a. 
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H: 

Hl-~Jr: 

!1 : 

lil!Jr: 

H: 

I!Y..Jr : 

!!: 

HJ.!Jr: 

:.:: 

1!!-!Jr: 

1! : 

llllJr: 

H: 

- 2 -

Yea. And we did tha t at t he request of t he Treasury. 

Right. Nov the reason t hnt I'm putting 1t t his way -
we had a l ittle study made - r a t her than have you-­
the other way, 1s if you did 1t this way then 1f I 
wanted to know from titoe to time what the aooounts 
were doing, you'd feel free to tell me . 

I think I'd have t o . 

Yeah . llell •••• • 

And I think I'd have to have it understood Wit~ whoever 
oade t he deposit t hat that would be the fact. 

2 

Ri~t. Right . ~ell , I had this in mind. Ah -- t he way 
I expeot to put it up to these fellowe is this: If -­
t hey bot h have asked -- at least, the Brit ish have 
asked me ~lee now Whether they could open .an account 
with you , you see? 

Yeah. 

I 1 :n going t o say, if t hey wish to do it, it >~111 be 
all r i ght. I' o not going to tell t hem to do it, you 
see? 

No , I think t hat >~ould be unfortunate. 

I have no intentions .••••• 

But if they ot their own motion ask you the quest ion, 
then :rou ask me Whether ve vlll do it a nd I ' 11 have 
t o give you an answer . I 1m -- all I 1m gi v1ng you nov 
i s a personal off- hand/ I 'd like t o check the recorda. 

Well ....... . 
answer: 

There's Just one other t h i ng that I vant to raise. I 
don't know whether the Federal Reserve Board nov t hinks 
they oan intervene and tell us Whether we will do a 
fi scal agency t h ing or not, but ••••• 

Well, i s that -- 1s t hat serious? 

No , I 've had no I 've had no official notice tha t t hey 
expect me to go to them about anything. 
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l!MJr: 

H: 

HHJr: 

H: 

IC~Jr: 

H: 

!ll-!Jr: 

H: 

lll!Jr: 

H: 

H~IJr: 

H: 

R!~Jr: 

H: 

Hl·!Jr: 

H: 

HJ.!Jr: 

- 3 -

Well, as long •••••• 

And until I do, I would operate the way we have. 

Ri ght. Well, Why raise it? 

\/ell, you know, some or them -will say they said 
something. 

\fell , maybe we can he l p down here by telling them 
informally when we actually get ready to do it 
that we •••••. 

\/ell, I ve a -- the reason that -- the real reason 
I raised the question ie to oxpreee the hope that 
you do that regardless ot the •••••. 

I will. 

•••••• --or the legality. 

But ••••.• 

I thi~ it would be a great mis t ake to raise the legal 
question now whether they can do it. 

No, I wouldrlt , but I' m just going to tell t hem in­
formally When we get down to it, but I'd like to be 
in such shape that I can say to either t he -- to any 
country who wishes to open an account , t hat they can 
do it under the following •••.•• 

May I call you back a little aero def initely in about 
an hour. I'll get Logan and we'll ••.•.• 

Yeah. 

Hubt 

Yeah. I -- yea. 'that would be nice. Nov, I hear the 
bond market is acting nicely . 

It ' s quite strong . Your sixty aixty-tivea, which 
closed at -- a t 21 last night are up to 28 steady 
pret ty near. 

<IT and. 

3 

• 

Regraded Unclassified



- ~-
• 

H: She'e ver7 strong. We have no b14e ln. 

m-!.Yr: 

H: 

!IKJr: 

Yee. 

And we have no orders to put an7 1n •• •••• 

R1ghto. 

H: ••.... at the moment. 

I!MJr: 

R: 

III'.Jr: 

R: 

0 . X., George. 

(Laughs) All right. 

'1'hank JOU • 

First-rate. 

.· 
4 

Regraded Unclassified



George 

September 27, 1939 
3:02 p , a , 

Harrison: I 1 Te looked into th1e matter further attar getting 
out our old tiles way bnok to 1917. 

HNJr: Yeah, 

H: And I found that during t he war we opened an account 
tor the Government ot the French Republic, the 
Government ot Grftat Britain and Ireland, and the 
Royal Italian Government. 

I!MJr: Yea. 

H: And except the deposita , raoet ot Which o8!:1e trora our 
Treaaurr ••.... 

H~!Jr: Yeah. 

H: •••••. the credit ot the other one, it was a 
part ot the proceedo ot loans that were being made. 
Other than t hose transactions and the one tor 
Colombia and Argentine, Which we did at the request 
ot the Treasury, because we didn' t have any central 
banks down there ••••• • 

HMJr: Ura-hm. 

H: •••••• are normal and usual coats ot OJ:>erationa we 
wouldn't receive deJ:>O&its tron foreign Governments. 

I!!!Jr: Yeah. 

H: On the t heory that oomaerolal banks are anply qualiJ 
tied t o handle those aocoun te. 

BJ.!Jr: Yea. 

H: But just because ot unusual or disturbed conditions 
such as now prevail, the Treasury tor reasons ot 
public policy or r eaaona ot ita ovn, should ask ue 
aa a tiaoal agent ot t he Government to receive de­
posists, and I think we ahould do ao. 

HJ.!Jr: 0 . IC. 

H: I 1 d like to aentlon though before it goes too tar 
that I really think,,., •• 

5 
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HMJr: 

H: 

HMJr: 

!-!: 

I!J.!Jr: 

llJ.!Jr: 

H: 

HMJr: 

H: 

H)fJr: 

H: 

IG!Jr: 

H: 

IG!Jr: 

H: 

HMJr: 

.· 
- 2-

Yeah. 

•• ••.• that we ought to haYe a proviso somewhere along 
the line -- a warning tla g that depending upon 
the kind or transactions, we m18bt have to charge them 
enough t o cover our actual ccet. For instance, in 
these airplane operations, they are very ditticult -
technical. 

Yeah. 

Parments that are mode upon the presentation or 
difficult documents. 

Well, that's all right. 

But I was Just saying tha t to you •••••• 

!light. 

••.••• nov because it it got to any huge sum •• . .• 

Yes. 

•••••• rather than tor us to eend you a bill, we ought 
to eend the other fellow a bill. 

Well, it you're going to eend a bill, by all means 
send it to the other fellow. 

(Laughs) 

All right , George. 

And I 1 Ye also looked up the memorandum ot agreeaent 
that I ~ve wtth the Federal RceerYe Board about our 
foreign operations. 

Yeah. 

And there ' s a clause in that memorandum which says, 
in ettect, that the tiecal agency -- agency relation­
ships is a matter that will have to be worked out 
between the Board and the Treasury. 

Yeah. 

6 
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B: 

!D(Jr: 

H: 

HMJr: 

H: 

IG!Jr: 

H: 

H· 

bl!Jr: 

H: 

!ll!Jr: 

H: 

!II·!Jr: 

H: 

EllJr: 

!!: 

ID!Jr: 

.· 

- 3-

In other vorde, they leave ue out. 8o I don't reel 
that I have any obligation there . 

1\l.ght. 

That that•e up to you and the Board. 

You mean, as to this particular transaction' 

Well, that - - t hat applieo to any tisoal agency 
tranoaot1on, 

Yeah. (Laughs) All right. My vue Just came in. 

l!ell, I wish you ' d give her my very warm regards. 

I'll do that. 

Firs t-rate. 

Oltey-d.o!te. 

Henry . • ..•. 

Yea • 

•••••. I think when the time oom88 and ln order to 
avoid anything that it would be orderly if you would 
write me a letter and let me anewer you. 

Yeah. 

Juet 80 that there won't be any questi on ••.•.• 

Oh no, I'd do it formally. 

Yeah. All r1gb t. 

Yeah. !bank you. Thank you. 

7 
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Septeober 27, 1939 
J: 11 p . a . 

Hl·:Jr: Hello. 

Operator: Chairman Eccles . 

HJ.rJr: !lello .• 

:·!arr1ner 
Eccles: Hello . 

Hl~Jr: Hello, !!arriner. 

E: 

i<1:Jr : 

E: 

W.!Jr: 

E: 

l!!!Jr : 

E: 

H1!Jr : 

E: 

E: 

Hl!Jr: 

E: 

Hello, Henry. I' a son-y t o hear you've been 111. 

\/ell I haven't been reeling well IUid I just wanted 
to say it wasn' t anythl ng tho. t you did to ae. 

Vell you-- you •..... (lauMhs) 

You ' r e not res~nsible tor my illness. (Lau~he ) 

\·/ell , l' o perfectly sure or t hat. I. ..... 

It you r ead t he article you mi Ght have thought so . 

\/ell that God-damned article - now, pardon me for 
swearing , but I was Just dropping you a note today. 
I kne" you were home ill and I didn • t want to bot her 
you. 

Yeah. 

And I was Just droppine you a note to -- and -- to say 
t hle to you. 

Yeah. 

':hat I-- I ' ve been dl..atreaeed --about it, both last 
night, when i t vas first called to my attention --
it Just -- just -- it Just took my appetite away be­
cause it's so t horoughly foreign from the truth. 

Yeah. 

Now, when I can't cooperate -- and 
don't underotand that to mean that 
me t o always agree. 

\ 

by cooperation I 
tha t you expect 

8 
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ID!Jr: 

E: 

Hl<!Jr: 

E: 

H!!Jr: 

::: 

!!)-!Jr: 

E: 

HJ!.Jr: 

E: 

i'.MJr: 

HJ.!Jr: 

E: 

Hl·!Jr: 

.· 

- 2 -

No . 

You -- you do expect me t o talk to you a nd to talk to 
those interested frankly, whioh I always try to do. 

Tha t 1 e right. 

And -- and t hen it we have a 9erreotly honest die­
agreement about sometdetail in operations that -- t hat 
-- t ha t you expect me to assume my responsibility Jus t 
as I would expect you to. 

That' a right. 

Now -- and -- when they br1n& the ques tion or -- or 
~rsonal feeli ngs into thle thing as they do •••.• 

Yes . 

•••..• and they try to make it appear that-- t hat you 
and I have a per sonal tight. 

Yeah. 

It - - it Just upsets me terribly and particularly t o 
have it done at t his time beoause, eo tar as I am 
concerned, there isn't a nything further rrom t he 
truth. 

Well , you and I - - the only time we 've seen each other 
was a ~eek a go. todey. 

Yeah, l as t We~~esaay . That ' s right. Well, I was i n 
there the oo~ng you got baolt . 

Vell , but I c eant --let's eay tt~t 1 & the last time 
we •• •• • • 

~bat's right , last Wednesday. 

It was a most amicable meeting . I don't know we -­
everybody Jollied - you and Jeeae had a little 
argument , but everything was very - moat friendly 
as rar as you and I were oonoerned, and we've had 
no words since. 

9 
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E: 

HJ.!Jr: 

E: 

IIJ.!Jr: 

E: 

IIHJr: 

E: 

!IMJr: 

E: 

lll'..Jr: 

E: 

IIJ.!Jr: 

E: 

I!MJr: 

- 3 -

Not - - not the al1ghteet word, and the only -- the 
only thing that oame up at all that -- that -- 1t 
vaan' t between ue -- that made 1t appear apparently 
to -- to eoae ot you people, and maybe to aoae ot uo, 
vas the Oo•erlllllent bond market troa the t1me that we 
Withdrew troll the urket- that 18, we didn't nth­
draw; we neYer aa1d we were Y1thdrav1.ng; we merely 
didn't-- we deoided not to put bide in •••••• 

Yeah • 

••••• • tor the time being and ate what the market did, 
And that vae last -- last week, last Tuesday, 

Yeah. 

A week ago, and -- and we etayed out ot the market 
tor two -- nearly two and a halt daye. 

Yeah, 

In that time the market dropped -- I'm speaking ot 
the long bonds -- trom 101 to 99. 
Yeah. 

It dropped -- 1 t -- lOlt. It dropped two and a halt 
points in a litt le over two daya and v1th praot1oally 
no aelling. 

Yeah. 

I mean, there vas very little eell1ng, and we round 
that t he dealere Who had been el1ghtly long vent abort . 

Yeah. 

And we took them out; we bought 60 million ot their 
bonda at the high point beoauee -- beoause Randolph 
and George ad via ad us to so that they vouldn 1 t be 
dwoplng tbeee bopda on the urket. So ve took thea 
out, aup">Oeedly ~ al.lllon, and when we woke up we 
tound t hey had sold us 6o. 

Yeah. 

10 
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E: 

IIKJr: 

E: 

l!l!Jr: 

E: 

IIKJr: 

... 
~· 

E: 

E: 

!C!Jr: 

E: 

l!l!Jr: 

E: 

- 4-

Beet lie take them out and then we t1nd that as aoon 
aa -- as aoon as t hey tlnd - - llhe n no b1da are in and we are apparently out and they can look down our throat • ••• •• 

Yeah. 

• ••••• then they start putting out propaganda that the market is going lower and they start to do a little 
short selling. 

I see. 

11 

And we perllltted that to happen until that market went 
down two and a halt pointe. 

Yeah. 

And -- and we -- the morning ve went in we were hartng a real row with George on t he phone. 

Yeah. 

George was strenuously objecting. We ware having a row 
among ourselves over here - couldn't possibly-­
couldn' t get together, and -- and finally I got a 
majority or the coamlttee and I said -- and I put 
the vote and we gave the New York Banlt detin!t·e 
1natruot1one. And George voted againet it; 
Leaoh voted against it. Seat 

Yeah. 

And -- and ao ve were thoroughly terribly diVided. 
We couldn 1 t -- we oouldn' t call the Treasury up and 
diaousa the Whole situation with thea because While we were d1eouee1ng 1t the market dropped a halt a 
point here in 30 minutee. Well , we put t his order 
in to buy and do :rou know what happenedt 

Ah •• • •• • 

That market went up a halt a poi.nt, aeet 

Yeah. 

And we put - ab - author! ty in to buy up to 25 
111ll1on. 
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Yeah. 

And we got a million 300 thoueand that day. 

I eee . 

We got a million 300 thousand and that market went 
right on up and the dealera started to cover. See7 

Yeah. 

12 

Shoving that -- that that weak market vaa not Juetitied 
baaed upon the opinion or the countrr ae t o the aarket • ••• 

Yeah. 

•..•.. at all . 

Yeah. 

That -- that there wae very little aelling made it 
appear that t he Government vaa weak, that the Govern­
ment bond market was weak, when fundamentally at those 
levels, it wasn't weak at all , Well, I-- I merely 
gave you - - gave you that 

I Juet call ed rou up because I think 1t 1 s an outrage 
to have articles 11ke that when they are eo tar rrom 
the truth. 

Well, what the devil oan you do about 1t' 

You co.n ' t do anything about 1t. 

.Ah -- these damn -- these damn fellows, whether rou' re 
at war or not, 1t wouldn 1 t make anr difference what 
the emergener ie, there are soae or these columnists 
that -- that have no more patriotiea or public intereat 
then a -- than a traitor. 

No , no . 

And I 1 ve thought time and again that it we'd absolutely 
retuee to aee anrbody we'd be better orr, and t hen 
-- and I've tried that. I never have a preae con­
terence. I - - I try not t o eee people and damn it, 
that don' t make any d1tterenoe. 
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Well , aa ve' Ye aaid betore, a lot ot people would 
like to eee u• haYe a real. rov . • 

Well, they're ccnetantly trying to f erment one and - -
and I -- I ••• •... 

And ve mustn't let it happen. 

Well I'm not going to, ae tar as I'm concerned. I ' m 
-- and I -- Just as I told you, I vae Just goi ng to 
write you a note and it you'd like to haYe it I ' d 
like to send it but just, ••••• 

I 1d like to have it. 

It you'd like to have it tor the record. 

Oh, I'd be glad-- ae long aa :JOU' re going to do it, 
I ' d be ..... . 

13 

Yeah. \fell, I vas just -- would have told you verbally, 
but I 1 d Juet as soon put -- put it in the torm ot a 
letter to tell you Just hov I telt because I didn't 
want to bother you knowing you were home sick. 

Well, it it ' s a nulsanoe, don't bother. This i s all 
right . 

No, no, it won't be anr trouble at all, 

All . .... 

Nov -- nov thla - - thia - - rou ur be pleased at t hle 
aarket todar. RaYe rou gotten t he report on itt 

Vell not in the laet hour. 

Vell nov , it's - - it'• up atronger than horse r adish. 
(Laugha) 'rhe -- the freaeurr that vent down to 99 ..... 
Yeah, 

•••• •. are nov up t o 105. 

Yeah. 

'rher 're up e1xt een t hirt y- aeoonde - a halt a point 
todar. 
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Yeah. 

Yesterday they closed up eight thirty-seconds. 

'ilondertul. 

And wo haven't --didn't buy a Bingle bond yesterday 
rund we haven't bought a single bond today. 

11onderful. 

But they don't know when we're going 1n and we don't 
want them to know. 

No. 

Beoause 1f they -- as long ae they -- as long as they 
-- we're going t o stay out Just as long as -- as ve 
can. We don't vant to go ln. 

Well Just •.••.• 

But -- but if t hey start shorting a market . 

Yeah. 

And they try to create a -- an untrue condition of -­
of the market, I'd -- I -- and break the market down 
unJustifiably, t hen I feel U1at 1t 1 s our business, 1t 
ve have any responsibility a t all to -- to do some­
thing about it. But as long as this market 1s - - ,ia 
around ita oresent levels oerta1nly ve want to stay 
out. · · 

Well Just kee~ i t 1n mind t ha t the minute this t hlDg 
has been good tor tour or t1ve days ve vent to do a 
refunding. 

Yea. Well, I -- per sonally, I thi nk that you may vell 
be able to do that by Monday. 

Good. 

That vhat we're going t o show th is veek -- now, our 
statement comes out Friday. 

Yeah. 

!4 
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And that's as or Tuesday night. 

Yeah. 

For that whole week • ••••• 

Yeah. 

•••..• we Will have purchased ar ound-- between seven 
and eight million only ot -- ot all bond.s - bot h 
intermedi ate, and s hort and long, and ve will have 
let thirty million ot billa run ott . 

Yeah. 

Or our portfolio t6r the week will ehov a reduction 
over t he previous veelt ot -- ot over twenty-tour 
mill i on. 

I eee . 

For th i s -- as or Friday. 

Yeah. 

Now, 11' t his week, whioh oommenoed yesterday ••.• .. 

Yeah • 

••.•. • we-- and t hat oovers yesterday a nd today 
ve have bought absolutely not h.ing . 

Yeah. 

And i t ve can continue the rest o f tho veelt t~at way 
and we will ahov our billa run orr again; or course 
it seems to me that -- that the -- that you should 
be able to do some r1nanoing here next week. 

\/ell, t hat's-- ot course we' ll watoh 1t and I' l l 
keep in touoh with you. 

Nov I 've-- I've talked to Randolph t oday; I talked 
to Dan yesterday- Randolph vaan 't t here- I talked 
to Dan the day before. 

Yeah. 

15 
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And -- and the --the thing that happened toda:r tba t -­
it appeared tbat ve were Ol'OIIed IJll and Randolph 
and Dan oame over here and I -- I aaid, 1 Nov, it' • 
:rour fault ae auoh ae oure beoauee you eaid you were 
going t o oome over e very da;r and you eaid you'd keep 
1n touoh v1th us. • And I said, •ror t vo and a halt 
days ;rou haven't - :rou•ve had absolutely nothing to 
aay. • 

And I said, 1Ma;rbe ve ehould have oalled you,• but I 
eaid, 1Let 1 a call it-- let1 e ea:r we're titt;r-titt:r 
here. Don't sa:r that we're the only e nea at fault. 
I think caybe we're both at fault. • 

I eee. 

And eo tba t 1 e the wa:r the thing wae handled. 

Well they reported the oonvereat1on and I -- I ' m 
sure that we won' t have that tl'Ouble again. 

Well, I -- take oare ot yourself. 

I'll do that. 

And I 'll be seeing you as soon as you get out. 

That's right. 

All right. !hanks tor oall1ng. 

Ooodb;re. 

Ooodb;re. 

16 
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Preoent: 

Dr. 'llhite 
Lire . l'Cloh 

September 27, 19~9 

KM,Jr: Harry, I want you to do a job for me. 
Ur. Hanes has written me a letter in which he has set 
out hie sort or tax philosophy for the oom1ng year. 
5eet And I did not show the Prealdent this letter or 
the one he had written me before, but I did show him 
thla memorandum or September 27th . 

.· 

I want you to keep t~a all very oonfldentlal. 

Thla ls the ki nd or letter wnioh, sometime dur1ng 
the night, I had an idea I would write to Wr. Hanes. 
Someth ing l ike this: 

01ty dear Johnnie: 

"!n reply t o your letter and memorandum or • 
date, I have had an opportuni ty to diseuse this mat­

ter with the President. 

"Tne President doea not wlah to have any or 
hie Departments cooperate with any Committees on the 
Mill until after the neutrality leg islation is out or 
the way and he hopes that there will be no Cocrdttee hear-
i nga or any kind. · 

"In d1acuss1ng tax leg1elat1~ for 1940, I find 
that the President and I see eye to eye. 

That will nave to be changed. 

"Let me illustrate how I feel. 

"It seems to me that Rueaia and Germany getting 
together is not eo unexpected, beoauae they had many t hings 
in common. Among them, one of tne more important tninge 
ie the fact t hat both wish to do away with the cap1tal1etio 
ayetem. " 

I am tsOi llg to gi-re you the name or a man up 1n 

17 
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New ~ork, been her e sinoe 1933 or 193•. 

InGidentally, make a list or things Germany is 
doing to do away with the Gapitaliet i G system. 

Dr. Wb1te: They certainly will mOdi fy it. 

KW.Jr: The man in New ~ork is the editor of Oerman 
EGonom1et, whoo Urs. Uorgenthau has met and who i s very 
brilliant. 

1 In order to keep the GapitaliatiG system in­
taGt in t his country under a DemoGrat i o form ot Government, 
I feel t l'.a t t he Treasury can make a real contribution 
through its tax program and tu recoCilllendations. • 

I want to get over a very i mportant idea. 

'Let me give you an exar.tple: ~ou, yourself, 
brought to my atten>ion tnat all of the tobaooo gr owers 
in North Carolina have lost their markets, due to the war. 
They l ook to the Federal Government to do something to 
help them. It may coat in t ho neighborhood ot $50,000,000 
to tide them over this difficulty. It we don't do some­
t hi ng to help them, these farmers are apt t o go either 
Communistic or join organizations like the Klu Klux Klan 
Gr t ne Silver Shirts. I know what I arn talki ng about, 
becauao I waa in the first line trenohaa assisting the 
embattled farmers during 1933. Thaaa farmers who have 
loet t heir market due to a European war naturally will 
have their discontent aggravated when they see t hat the 
steel i ndustry, due to European war conditione, is going 
to a:ako extraordinary protlte and it tho Federal Govern­
cent f i nda it is necessary t o take $50,000,000 to help 
out t ne tobaoco farcers of llorth Carolina, would it not 
be only fair t o get thle money by tuing the ateel indue­
try, f or oxncple, on their exoeae protitat 

'I real1te tnat I have over-simplified the case, 
but it is auch a good illustration that I am ueing it. 

'Furthermore, in dieoueaing this matter with 
the Proaidont, he said that he felt that if we could >aka 
a plobeaoito in thie country aa to two alternatives, one 

18 
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between f ixing prices by tia t or through t axation, the 
vote would be overwhelmingly in tavor ot doing it throu.gh 
taxation. He and I both feel that the taxes in the 
miOdle income groupe s hould b~ inoreneed and that the 
exemptions 1n t ne lower brackets anoulO be lOwered. 

'The only reason I nm writing you this letter 
1s that you , yourself, took t ne initiative in wr1t1ng me. 
Atter reading my letter I will be glad to si t down an~ 
disouas the matter witn you 1n much greater detail.' 

I got the idea in the middle ot the night . I know 
of no batter way to illustrate 1t. Hare are the tobacco 
fellews, whoP he wante ua to help, but steel ehould go on 
making extraordinary profits. Tobacco suffering from 
the world war; steel making profi ta on account of t he 
war. 

Dr. White : 
so much t o Hines. 
poaition. 

That ' s a very important letter, not 
I was thinking or a statement of your 

HM,Jr: In t alking to l.lra.llorgenthau -- this I 
got during the middle of the night - - they have asked me 
to talk a t the New Xork economic thing, and she said that 
she does not want me to take on any additional worri es at 
this time, so I am going t o tell them no. But I want 
you to be working on a statement, a epeeoh, f or me en­
titled 'Roosevelt, t he Friend of t he Capitalistic System.' 

What I have in mind is this : Just the way Roose­
velt cade h1mselt the fr i end of peace, and based, for 
instance, on t he Fortune article , t he poll Fortune made 
of t he business people. Nothing they object to when 
you take this poll. I don' t know, we will just call 
it that , but ' Roosevelt Administration: Friend of the 
Capitaliet i o System,• and the wa:t we have saved it. And, 
fUrthermore, the thing I thougnt or during the ni ght: 
that a few individuals, very rioh individuals, have left 
their pocketbook eo blindfolded that t hey" wil l go to any 
lengths to crucify Roosevelt whereas , looking at it, 
greatest good for the greatest number, he ' s tbe beat 
fr1an0 t hey have got. 

Somebody ought to make this apeeoh and I would 
like to make 1 t and I am goi!'lg to turn down Burgeae and 
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Bailie because I don't want a fixed date. 

Dr, White : You st i ll naven ' t t alked to the Preas-­
the Preas Club. 

Hll ,Jr : Oh! 

Dr. White: There's plenty or opportuni t y. It 
would be a pleasure to try to write it, because I agree 
with you l()()jO. 

HLI ,Jr : But I don't have to magnify t h is thing. 

Dr. White: No. I have your thought very well. 
Aa I aaid, I think th1s i s a very important statement or 
position, quite independent of Hanea, and, therefore, I 
th1nlt 

Hli ,Jr: You read Kiplinger, for instance. 

Dr. lfh1te: I would like t o work on it with some 
care. 

HM ,Jr: Kiplinger announces no tax legislat i on; 
nothing on profits. Hanes, two weeks ago , went down to 
the press room and made a statement that the th1ng to do 
waa to encourage the profits to oome out or the cellar. 
Now, I would like to have the honor of enuncia ting the 
policy o! t he Administration first. 

Dr, .llh1te: ~hen I th1nk we will shape the letter, 
wh1oh may mean Just taking out one or two sentence a , w1 t h­
out having read h1a letter, tha t both oould be pubUahed. 
~e importance or this lies either in the reoord or aa a 
atatemont, rather than the letter to Hanes. 

KM ,Jr: Maybe I don ' t want to tip my hand to Hanes 
rignt now. 

Dr. White: That' a why I will have to read h1a 
letter. The important thing ie not the answer to Hanas; 
that 1 a or aeoondary importance. 

HW ,Jr: And you ars quite right, I did prom1ae -­
I may g ive a talk before the Preaa Olub. I promised it 
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to them, tor two years, the next time I made a speech 
it would be before. t hem. But I think there is a great 
thing to be done here tor Roosevelt and the Administra­
tion and Democracy. But isn't that a nioe illustration 
ot the tobacco tellowa in North Carolina and the steel 
tellowsT 

Dr. !bite: Not quite a logical position that if 
you don1t do somet hing for t hem you ahould not do some­
t hing tor ateel, but t hat ia not the consequence you are 
drawing. I t hink I would twiat it a little , -- both 
pointe are goOd -- t he need -- it has to be done tor them. 

HM,Jr: He comes in and wnnta me to do something 
t or t he t obacco fellows! 

Dr. White: I did not get that from the letter. Ex­
cuse me. 

KW ,Jr: No. He wants us to do something. At the 
same time he does not want us to do -- t o tax the steel 
industry. 

Dr. !bite: You ore 10~ right. Difference be­
tween flexibility and rigidity; difference between adapta­
bility and strength. 

HU ,Jr: And t he President, when I said to him about 
exoeaa profits, increase the middle ~roup and lower the 
braoketa on the lower income group, Perteot tax prograa; 
a~le; perfect! • 

M£o. llot;: If I were going to oaks a apeeoh, I 
would not answer hie letter before. 

Dr. !bite: Let' s write both. 

oOo-oOo 
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PAIIAPIIJI,AD or 'l'J:LICIIWI sat 
'1'01 Aller1oan lllbu•:r, Par1•, rranoe 

DA'l'Z: Septeaber !!fl, 19:511, ll •·•· 

•o., 10'72 

JROK SIOIIftAJIX MCIIG!IfmAIJ FOR 'l'IIE AJCBASIWlOR. 

Further reterenoe 1e made to rour te1egraa Ro. 1891. 

As ot September 1, 19:59, pllfllentl trom the Stabilization 

Fund to Mr. H. Freeman Matthews haTe been ~proved, at 

$50.00 a month; thie information ie being passed on to 

Crose. 

EA:t.W 

HULL 
(J'L) 
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GROUP IU!I!'I'I!IG September 27, 1939. 
9:30 a.m. 

Present a 

H. M. Jra 

Pole:J: 

l! . U. Jr: · 

Foley: 

H. U.Jrs 

Fol e:JI 

Mr . llaneo 
Mr. Bell 
Mr . Stowo.rt 
!.lr . Barrio 
Mr , Dutt1eld 
lolr . Thompoon 
llr. Graveo 
b&.r . Haas 
!.lr . Ri erler 
Mr. Bailie 
L!r . Cochran 
llr. Fole:J 
Mr. V1nor 
Mr. Burgeao 
Mr. White 
!.lr. Gaoton 
l.!rs Klotz 

Ed? 

John C&b111 called up yesterda:J and sai d that 
he wanted some cooperation froc ua 1n connection 
rlth the Lepke t r ial. A dope peddler b7 tho 
name or Katzenburg i s in the deten t ion house 1n 
New York , having boon convicted or peddling dope . 
He hao qui t e a long sentence and he has offered 
to to s tUy a gain.s t Lepke . 

Lepke? 

Lepke. John, or course, is anxious to get as 
long a sentence as he can ge t beco.uee or the 
rivalry up there and he doe an 1 t want to offer 
any hel p to Katzenburg, if we are not going to 
go along wi th him. 

Elmer Irey and Harry Anallnger and Herbert Gaoton 
and I are going to have a conference at 10 :00 
o'clock. 'ile don't want to have any difficulties 
with the United Stateo Attorney in New York. On 
the other hand, we don ' t want to be turning a dope 
peddler loose. 

Look out you don't find yourselveo "Lepke with the 
bag." 

There waan' t any Jaundice on tba t one, 
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You boys will have to w.tch your step. When 
it gets into who gets the longest sentence, 
t he u.s . D. A. or the New York D.A. , thet is kind 
of fast company. 

While he was on the phone, I told him what we 
were doing in llaroel Rochas' ca s e and he was 
very pleased. 

I took the liberty of changing that cable. 

I think i t was a good change. 

After I read the cabl e , it kind of looked as 
though we would be pleased i f the Attorney 
General di d do something, and from what thi s 
man said I gathered i t was a pretty bad case. 

Wel l , John told me that the judges know about 
it and one of the Judges told John that he con­
siders this fellow to be the princi pal offender 
and if he comes before him he i s going to get 
the longest sentence, so John said under t hose 
oircumatances he couldn't possibly •••• 

Did you see the way I changed that? \'las that 
all right? 

Fine . 

That was a good change. 

It looked to me os though some diplomat wrote it. 

Not a dipl omat , a lawyer. 

Well, I was just being polite . It was a lit t le 
bit too di plomatic. After what Harris said about 
th i a fellow, I didn't want to be in a position 
as though I was eneou.rag1ng anybodJ to think 
that I wanted this man to •••• 

• • • • differently t,han anybody alae. 

That is right . If Phillip wants to go over my 
head, that 1a all right . 

24 

Regraded Unclassified



Harl'iu 

f'oloya 

H. l4 . Jra 

Fol ey: 

Ba111o : 

li . !I. . Jr a 

Bailie I 

H. !.I . Jr: 

Sallie : 

- ~ -

You made some reference yea tel'day to somebody 
else being a dressmaker. Tbe facts bring out 
he wao the dressmaker . He did the alterations 
himself after they got here . 

John says what they wnnt to do i s to bring him 
over to the World 1 s Fair and so t him up 1n busi­
ness at the World's Fair. That is Reynaud's 
interest, accol'ding to John Cahill. 

I thought the Uni ted Statea Treasury was in some 
funn:; different kinds of bus1nesa, but I guess 

2S 

we have got one now. The other day at the Cabinet 
the President said, " I want to read a cable," or 
sonething, "from Paul Reynaud, who is the French 
~orgenthau, • and I said, "I object , Mr. President. • 

Any other gossip? 

No . 

I understand, !.!r, Secretary, you wanted us to bring 
up the cabl e from Welles . 

Yos , jus t so that everybody •••• 

Mr. Wel l e s •• •• 

I am so afraid that I don't t ell everybody who 
ahould know, so this is the clearing-house . 

Kr. Welles i s now at PanAca. He took down with 
h1m some nesolutiona Which had been•approved 1n 
advance by the Secretary, . Nr. Jones , and the 
State Department, which provi~ed "f or the formation 
of a committee of five repreaentatives of the 
Pan-American Republica who would consider and 
atudy the possible finnncial cooperation between 
the Republics, which might be advisable because 
war existed. At that time Llr, V/elles suggested 
rather stronger resolutions than the group agr eed 
to, and the strength lay i n hie suggestions in 
a promise of putting up money i n connecti on with 
this cooperation, that we would promise to put 
up money, $200,000, 000. 

The understanding when Mr. Welles left was that 
what we would do instead would be to offer them 
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the f aci l i t i es of our pri vate banking system and 
alao tho hel p of govornmont agencies if they 
happened to have any money . The governoent 
agencies have been canvnssed and they were singu­
larl y l ow on money ronlly available . 

26 

Now t h i s telegram, i4r . 1'/elleo having come to 
Panama, comes u p and he suya thnt the LlexiCilns 
nre malrinJ a sugcested change in our resolutions . 
Our resolutions had provided that the coamittee 
of five be elected by all tho members of the 
Panaoa conference . ':'he i:exieans sut"est that 
the five ~embers be elected, two by the Republics 
of South Ameri ca , ono by tho Republics of Central 
ADP. rica, and two by the '!epublics of :lorth lu:lerica . 
::o., , if you a re the masters of your c eog:-e.phy 
that I am sure you are , that puts 1 t so the ~exi­
can representative is pretty sure to be a per­
llD.nent nernber of the co=1ttoo . l:e have no foar 
but what an American momber woul d alyzays be on 
the CO!lllllitteo because the fellow they ttanted to 
ask f or money "ould sure l y be the re , so we d i dn ' t 
feel i t was necessary to make any sug;;estions as 
to our beinc a member . 

This L!exican su~:mest1on menno that the United 
States , CUba and r.:ex1co - I think that i s richt , 
those are the t hree l!orth American Republics who 
are members - v1ould collect t wo members . !low, 
!.;r , llelles says - that 13 the f irst suegestion. 
L!r. \.elles says he thinks t hat is all right . 

There are anothe r group of us who talked before 
this ~eting and we couldn ' ~ deci de whether 
l!r. llelles assumed that wo woul d see thet thet 
waa the s uu;estion and would so turn it down 
or whe t.~er he possibly d l dn 1 t see the L'llpl i cs. tions 
or whether he we l comed l.oxi co as a percanent nember 
or the co~ttee . 

From our point of view, we think we shoul d at 
l east menti on thet possibility to t he S tate 
Department and say t hat "e aro aonet~ha t su:rp r iaed, 
that it i s a State De partment matte r , but we a r e 
aomewha t su.rpri sed a t such a Uno- up and it >~ould 
aoem to us more sensible to have all the Republics 
vote as a gr oup . 

Who >~orks with the S tate OepartnontT 
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Cochran I 

lle.1li81 

Viner I 

Bailie: 

White I 

Bailie: 

H.M.Jrt 

Bailie I 

R.~.Jrt 

Bailie: 

H. M.Jrl 

Viner1 

.· 
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Livesey telephoned that over and he and Collado 
want to come over. 

Collado was in on the first conversations when 
Burgess and I went to see Vlelles. Feia was in 
it, or course Feia and Vlelles are down there. 
I suppose Ur. Livesey is really in the position •••• 

Duggan would probably be working on t his too. 

Probably. Livesay is the one who says he wants 
to come and talk and Collado was the fellow who 
had the facts in lllind, 

Livesey is next 1n charge to Feie, Collado 
specializes in Le.t1n America . 

The second point -a that we were vary anxious 
to make the first two months or the life or this 
committee a study and not an action committee. 
We wanted to find out what the possibilities were 
before we defini tely committed ourselves. 

I understand that the only point is, is Mr. Welles 
oognizant of the fact as this ie set up Mexico 
would be one of the five, 

And also one of the five forever unless Cuba should 
come in. 

And you are bringing this to his attention through 
the State Department! 

And froo our point of view it is a State Department 
matter . They are making up - they know what 1a 
high policy. 'ile just are surprised and so we want 
them to noti ce it. 

I don ' t know as it is neceeeary to point out that 
sometime 1n November Kr. Hanas will be going to 
Guatemala , I take i t that between the time that 
thie thing expires and the Guatemala - he will 
want to meet with this five , 

'l'his ie something bearing on the condition. 
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Then we come to the second point , wh i eb is the 
thina that - we onl y had f ive minutes on this 
so that our r emar ks are eomewh&t h&lf- be.ked a.nd 
they aren 1 t ready oven for f in&l discuss i on. 

'!'he seeond point i s that they wanted to cllanae 
our study resol ution into one Whi ch instructed 
the advisory co~ittee to au~t to Guatemala 
the basis tor the creati on of e.n internat i onal 
financial i ns titution of a permanent character . 
llow, as Wynne saya, that really 111 aort of a -
committing us to the creation ot a bank or i nter­
national aettlecenta for Borth and South America . 
'l'het 1s quite a mouthtul . Thera , I t hink, the 
Treasury owes it to Mr. Jones , aince he was in 
with us on this discussion, to bo sure that he 
has gone into thi s thi ng and seo whether he agrees 
and whether you agroo , nnd you , John, agree with 
our feeling that we , the Tr easury, would not like 
to soo any such sem1-comm1 tment ude now before 
a diacusaion has gone on as to what type or in­
stitution this ia. 

I will just gi ve you one example: To facili tate 
the settlement of payment between the American 
Republica. At the present moment , tJr. Cochran 
with th1a stabilization fund 1a finding no diffi­
culty in dealing in gold wit h anybody that has 
any col d to deal with at a doUar exchange. B:y 
our stud:y of the exchange situation we know that 
no panic oxis ts in the exchange . 

How quick do they want an answort 

They were very anxious • ••• 

'!'hey wanted i t last nigllt . 

I said I would not eonault :you last night . 

I t hink this i s important enough that you fellows 
ought to se t t ogether and a sk Jones when be can 
eomo over here. 

We reel eo. 

I think i f Hanes would get bold or Jones and bring 
b1m in, because - may I point out t ta t before they 
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loft they talked to Jones about letting us know. 

We can put off the State Department people, you 
mean, for a l i ttle While until we get another 
chance to talk to Jonest 

Tell them that we will have an answer for them 
by tonight but I think it 1s important enough 
that you bring Jones into the picture. 

Kay I ask you, Mr. Secretary, Whether you feel 

29 

with us that the position that you and Mr . Jones 
took with Wr . Welles was a pretty s ensible positiont 

Way I say, as far as I am concerned, it is of no 
interest to me whether ~exieo is or is not in it. 
I don't know the picture . 

VIe just want to eall their attention to that . 

Do you think that 1a necessary? They knor. 1;orth 
America . It is a little bit preaump tious , it 
seems to me , to remind them that North America 
consists of Mexico and Cuba. 

Thoy are 
mation. 
about . 

sending us a letter containing the infer­
It i s the second thing they want to know 

They have to send it to us. 

I think you could ask - who do they have in Latin 
America? 

Duggan. 

If he came over here and had a meeting, you could 
ask h1m just sort of offhand, if the State Depart­
mont wants Mexico as one of the five. 

Confirm it . I think we could. I t h ink the que s­
tion would do no harm. 

The other t hing, I had a perfectly good under­
standi ng with Mr. Welles which we arrived at 
with the help of Mr. Jones, and that 1s that -
I couldn ' t get the exact wording and I wouldn't 
try to paraphrase it. I don't want to go any 
further than tba t . 
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'l'ha t is the v1ew of those of ua who had a chance 
to d1acusa this thing before the lll8eting. 

And Vlollee was satiafied with that . I understood 
that this committee ot five would sit here and 
then we would have a chance ·to sit down and talk 
with them and work out some kind or a program for 
the Treasury so that before !!nne a wont down there 
he would know where he waa at. 

'l'h1a will certainly be a hot poker now. It you 
were committed to ABIS on thia t h ing - we under­
stand what you wanted us to do and we will ge t 
after it r i g)lt after thia meeting. 

You can ' t do it rig)lt after th1a meeting. It TOU 
will wait until we get throug)l with this railroad 
aa tter , and then .•.. 

You make the date with Jonee and then we will ge t 
our group together,. 

Shouldn't we have the State Department at the 
same time? 

I think not . 

So we can find out what the;, have in their m1nd T 

The last t1me we worked a Whole week at cross 
purposes. r.e have to work raster than that now. 

tie must also be aura , it seema , that our ally, 
Ur, Jones, understand& ue and we understand h1m, 
because the last time ••. , 

Who is the ene=y, Earlet 

30 

Anybod:y who tries to take money awa:y !rom us aga1ns t 
our will. 

I just wanted to understand it. 

May I say I would get Jonoo over here and talk 
to h1m first to soo whothor he knowa what is 
going on. I will bet anybody 5 to 1 he doesn't . 
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That is l1t'lf own impression. 

Then artor you find that Jones 1o thinking along 
tho same 11Ms, namely , to stan<! pat , then you 
can invito somebody to come over from the State 
Department. Is that all rightf 

Yea . 

John? 

Yes . 

Let ' s leave it this way . 
to be f reo is i f somebody 
the way it was left when 

To como back. 

Tho only reason 
wants to change 
1\'ello a left. 

I care 
it fro1:1 

Otherwise, I <lon 1 t want to bear it , but I would 
like it c l eaned up by 5 :00 o'clock. o. K. ? 

Yea . 

I menn that 1a the importance or hnving the 
meeting 1111<1 I take i t thnt both Harry and Cotton 
vtere in on this thing. 

Cotton is in on i t and Harry was worlti llf: with you 
so he couldn 1 t coxe to the ceoting, but t:o are 
going to go t with hie right after the ceeting. 

If I <lon 1 t hear azain, I will t ake it - I ac not 
interested 1n who are oombora , I mean. It is 
perfectly all right to informally raise the point 
with tho State Department , but I Trorked very har<l 
an<! undor great pressure beforo ~r . Wel l es l eft . 
I don 1 t ••nnt anything chai\Ge<l an to our under-
a tandi ng with him. If there is somet h ing in the 
air, I woul<l like to be told of it , but if there 
isn't - I think a 10 or 15 minute discussion is 
holptul to everybody in the room. 

All right, everybody happyf 

!lanes: Yea . 

lla1lie : You will lot me know, Johnf 

31 
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Just as soon as I ge t J e aae. 

Anything else? 

No. 

Just n f ew minutes i s very hel pful to me . 

I thi nk ~e wi ll work this morni ng i f we can have 
just a littl e meeting baforehnnd and then come 
in hero. 

All r i ght . 

32 

•£bore is one matt;er - in a letter da ted September 26 , 
1938, we authorized the Podoral Reserve Bank of 
!lew York to send to tho lietherlanda Jlank at Anster­
dam a cabl e referring to a telephone conversation 
and we said, "Against the nex t 25 aillion dollars 
which you may have to sell in support of your 
curr ency, 1 t wil l be 1n order for you to earmark 
gold 1n Amsterdnm under the arrangements se t forth 
in our 62. " 

Our 62 was t he cabl egram sont on November 24 , 1936 , 
just aft er the lletherl ands and Bol giwn and S>~itzer­
l and had entered the Triportite . Now we check up 
and find that 1n thi s one year there had only been 
used under that authoriza tion on amount of 690 thou­
sand dollars , thua l eaving - and that was on 
September 28, just two days after the authorization 
was gi ven. So this lea voa outstanding under this 
order a balance of C24, :no, ooo. The quest i on i s 
whether we ought t o have any outstanding authorh a­
tions of any sort by which we ai&)lt possi bl y 6et 
caU(;ht with gold on the other side. l~e have drawn 
up t wo suggestions, one which lolr . Baili e thinks ia 
ri(;ht . It i s that the Federal Reserve Bank remind 
the lletherlands Bank that thia ou tstandi ng authori­
zation had no t been u til ized for one year. In view 
of thi s f a c t and considering the present world 
s ituation, would they object to our recal l ing th i s 
order Vtith the defini te unders t andi ng that i f the 
Ne the r l ands Bank needed dollars they should communi­
cate promptl y with the Federal Reserve Bank of 
New York and pr i or to taki ns any action. 

Now, the idea woul d be for them to phon.e t hat 
across and then follow i t up wi th a letter of 
con f irma t i on. 

Regraded Unclassified



Bailies 

Cochrans 

H. ZJ.Jr: 

Cochrans 

H, U.Jrs 

Cochran: 

H.U,Jr: 

Bailie: 

H, b1 , Jrt 

Cochran! 

H, U, Jrs 

Stewarts 

R,II,Jra 

Burgess a 

• 

- 11 -

Do you remember, Yr . Secretary, that once they 
presented ua with 23 million of gold at the end 
of the day , 11111ch to our surpri se, It was pre­
vious to the war cr1aia. 

It '18S then that we fixed the 25 milllon dollar 
order after that. 

Rave the three "E '•" seen this! 

No sir, they haven ' t . 

33 

I would 11ke them to take a look at it, !las White 
aeon itt 

No, no one but t!r. lla1lie. 1'/hat we are try1ns to 
do is find out whether we had any engagement to 
take gold abroad, This 1s the only one that is 
outata.nd1ns . That 1a what we were tryill8 .. .. 

It ougbt t o be wiped off t ho books , but Just let 
the t .bree "l:: 1 s" take a look at 1t and let White 
t ake a look at 1t. I am satisfied now that nobody 
ahould be able to put anything at ua. If they 
want to - lla111e brought up thi s point and 1t 1s 
very g ood- we will cancel out all our "puts." 

We don 1 t -.nt to be seeming to des t roy our Tri­
partite. That is why thie weasel-worded busi­
ness - you won't mind 1! we take it back, and ao 
forth, 

Again , Just let the throe "E'S" take a look at 
it , and White , will yout Does that clear you up! 

Yoa# sir, 

Stewart! 

Not hing. 

Viner! 

B\lrgesst 

Both the market and the Federal Reserve behaved 
extremely well yesterday, The a1tuat1on looka 
11111ch be t t e r, We have our f1ngera croaaed st1U . 
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VIas it a natural mergert 

Yea . There were no bids in the market , althougb 
the Federal indicated to tho dealero that they 
were not unreceptive it anything happened, They 
changed t heir path, I think, vory wi sely after 
Bell had a talk with them on l~onday . 

I haven 1 t got my row or medi cinee here this 
morning but ••• , 

You can get at them 1r you need them, can't you t 

I can reco:nmond one or two to the Federal ~eserve 
if they start 1110nkeyi.ng with our ce.rl<et again. 
These lllOdicines have various uses . 

You ought to have a quart or arsenic. 

All right . 

Burgess? 

That is all. 

George? 

I have nothing. 

You spoke yes torday about Bocagrande. 

Yes. 

I don't know when you were last there , but •••• 

January. 

\Tell , since that time there are now two guards 
that go over nnd meet every ship that comes in 
there and stay there the duration or her un­
loading or, principally, loading. Tboy coma 
over by car from Tampa. The stenmship company 
advises them about a week before the arrival 
ot the ship. They drive over and stay until 
the ship is cleared and out, All you say about 
the youna lady is apparently correct and the 
father does run a terry boat, but while he is 
on the Government payroll , he only gets about 
esoo.oo a year and it 1e kind of a part- time 
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j ob. Your criticism, I think , hAs been corrected 
meanwhile. 

While we are on Tampa, last night I called up 
Herbert Oaaton about f ive minutes to 7 : 00 and 
I heard that you had a very eff i cient f el low 
down there at Tampa who reported that two sus­
pi cious oil tankers were for Tampa, and I asked 
Herbert to ge t buay on the 1nrormat1on and to 
have a report not la ter than noon today. 

I have a prel11::1nary report I got laat night . 
'l'here cay be ao:nething else on 'tlq desk now. I 
haven 1 t been in yet thia morning . The prellminarr 
report waa that the Pandora r.ent from Key West 
with tho Deputy Collector of CUstoM& yes terday 
and thoy would ge t acme dete1la about "hat they 
f ound out later and they wruld have it to me thia 
morning. 

I think the proper time that tbia Deputy Collector 
should recei ve a complimentary latter is now, 

You don ' t know yett 

llo, I don't know yet. 

'1'/e are getting those reports, Kr. Secretary, 
practically every port 1n the Uni ted States. 
suspicious covoment of any ship whatsoever. 

I wish you and Caston would get together and until 
further no tice I would like to receive those the 
second they break, and yo~ and Gaston work out 
some way that tboy ge t in to me instantaneously . 
I don't know yet how the President receives them. 
I 11'0uld like to find out. llut I don ' t get them. 
I bear it through another party 1n the Treasury. 
I heard there about these three oil tankers . I 
don 't know just how i t is divided between Coast 
Guard nnd CUstoms. You two fellows have a little 
talk and between you aae tha t wban anything like 
tba t come a up which l ook a out of the ordinary, 
that I get it instantaneously. 

Anything olea, Harr1at 

You handed me a letter a week or so ago frol:l the 
Director of Proeuroment . It waa about the 
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quantity of anganese ore 1n this count17. I 
find there 1a about 472,000 tona. The question V 
ia, what do ;you want to do about itt 

You know the President sounded off )"8aterday on 
that . I don ' t know -.here he got his 1nfor~~Bt1on . 

Could yau give me a memorand\11:1 on thatt . 

Yea ,. sir , 

Will yout 

Yea . 

I would lilce it boiled down, and also on other 
strategic materials . I don't know where tho 
President got his information. 

He said from the Seoretarys or War and Navy. 
Woodring went out just as I wont 1n. 

Who was at tbo President ' s press oonforoncot He 
must have boon 1n a bad humor )"8storda;y. 

Oh no, he was in perfectly good humor on that . 

And also 80 percent of the people who wrote books 
on this stuff didn't know What thay ware talking 
about . 

He was a little sharp about that . 

He spoke about Louis ~ohnson and a certain book. 
I don't know whather he waa talking about Louie 
or the follow who wrote tho book. 

I bavo that book. I got it frao Johnaan'a office. · 

• 
I would hate to have tho Treasury talked about 
or have the President talk about me or anything 
tho TreaaUJ'T baa to do wi tb the way he did )"8 s ­
terday. He certainly wiped up Louie Johnaan. 

He did it all 1n very good huJilor, llr. Secreta!'T• 
He wasn ' t eharp a bit. He enjoyed hiJallelf. 

He bad lunch with Ickee. 
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I still say I hope he doeen' t ever talk that way 
abou t any of our fellows , 

Ge t me the manganese otuff, will yout 

Just as a matter of interest, practically all of 
the manganese 1n this country lies 1n Baltimore. 

Could you get 1t to me todayt 

Yea. 

Harry? 

37 

There was a meeting of t he Executive Comolttee on 
Commercial Policy in wh.ieb the two questi ons of 
rubber end manganese were brought up. Apparently 
the flar Department ia much concerned about the 
acquisition of coat of the surplus stocks of rubber 
by Russia that have cozr.e into the market and bi d 
up - bo\lSPt most of the surplue and has driven 
up the price. One part of tho V/ar Department says 
i t is very serious and something has got to be 
dono right away and the other part says it isn ' t 
serious and nothing has got to be dono. The Com­
mi ttee dec1dod that in eo tar as there was a ques­
t i on of defense , it would have to be a matter 
which the Ylar Dopartmsn t would agree on among 
themse l ves , but that i t had very definit e important 
commer cial aspect e. The whole question of the 
poeai ble restrict ion of exports that would •••• 

It you peop le don ' t mind, I don 1 t feel "'ell. I 
am Just going to a top you now. I am sorry. 
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Dear Henry: 

September 27 , 1~~ 

While I auppose it ie futile to hope 
tbet either ot ua will be t~irly ropreaante4 in 
tho W~hington goaaip ooluana, I cannot lot 
yoatar44T's 88lllple in tho Kintnor-Aleop col...., 
go by without letting you know tbet it waa 
pert 1cular1J painful to ••, aa 1 t •uat bo to 
rou . 

Thia 1a al..l the mre tru. at a U.ae 
like the present when wa are all pul11aa to­
sethor to tho best or our ability. M you 
know ud ea I have loq a1nce •pbaa1r.ed. I 
want to cooperate always with you •• long •• 
I Ul bore . That does not mean that we are al­
ways 801116 to aee eye to eye and I have never 
Imagined tor e 80ment that you wsnte4 anything 
other than ~ honest opinion from time to time , 
whether 1 t beppened to be the sus aa your own 
or not. 

Cortlllnly this cannot bo tatrly 
repreaented aa meaning there ta a olaeh a­
tween ua, aa this :aoat tmtortunate ool\lm 

• • ... 

.. ·qr.­
.1 .0h':• 

.. 
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trloo to .eke lt appear. I aa addltlonallr 
upee~ by it beoauae it att.-p\e to represent 
•• aa taoorl.DS OPft-aarl<et operaUou 1.11 tho 
interests ot •••T 110·nq wb1cb, aa rou mow, 
1• perteotly rldlouloua. 

Bad you been at the ott1oe. I would 
baTe c.alle4 you, but I aa taklq thia ocoaaion 
alao to let JOU mow that I aa &orT7 you ha.,. 
beao iAdlopoood and bope tha< JOU will be back 
OD 4ecli: at the earl1e8t poaatble 8CIIent con­
detent with JOur own good health. 

Hccorable Henry Morgeuthau, Zr., 
S.cretary ot the Treasury. 
lrooblDSton, D. C. 

39 
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40 
TREASURY DEPARTMENT 

l~lt OI"'"'CE COMMUNICATION 

TO CONFIDENTIAL 
"""' 

!be forolp erc"enp Ml'ut -• 110ro aotln t <>oi&T. 8hrll.n&,...,..4 f roa 
4. oo-l/S u4 oloood at U.. h1cl> of 11,02-1/11. !be bettor rata for otorll.n& ao 
proba'bq 4WI to (l) a u-nA tor otorl1nc for 4olivoey to~4o tho en4 of u,. 
conth, (2) tho fact that ao 110r1 oterll.n& 1o ottorod to tho J r 1Uob Coetrol \be 
float!.J>c l llPPlT td oterll.n& 1n the - MI'Ut 1o J'e4w:e4 ao4 (3) U.. Ml'ut 'be!.J>c rather thin on U.. lll)o14o tor tho laot tow o~&To. 

l!qortlnc bal1ka 1n hw Tort an4 tho lo4oral llaoervo Jaolt reported. ool oo 
totall.J>c 1.661,000 t r oa tho t ollowlnc oo'III'Ciol 

COIIIDircial OOD.Cer111 • • o • o ••••••• o , , •• o •• • o • • , o •• , • • •• • •• , • , ••• 106,000 
lol'o1p banta (llurope, Iouth .berlca 6 Iouth Ah'lca) • ...••. • i 3;,>,000 
h 4. lloo, Jlt, (~,000 tor lo....,., iJ.25,000 tor 

Dea...-t, ~.ooo -41n) .................... ·7jfa:~ 
!otal i 

'2bo bal1ka aloo reported. that tho Jr1t1ob Control parobaoa4 otorllnc -t­
iDC to i115,000 at U.. tdt1o l.al rate, 

In oonnootion with 1>1llo tdtorod to U.. Br1Uob Control a t tho tl:a4 rate td 
4,02, tho lw4oral llaoorvo Jaolt a4Tl wad uo tbat tho bal1ka ba1'1 otarto4 tba praoUoa 
o! od-1Joc 4ollaro to tho oollero td thooo 1>Ulo, P'"ll•'"• wor4 troa tba Control 
oi tho occept&DGo td tho oterU.,. 

!bo Dirootol' td ""beep 1n JraoU oalllo4 t o tbl h4oral llloorvo Jaolt td 
York otatl.n&, 1n aoltnowle4t!Mnt td ov oalllqna td 8opt•1>er 21, tbat U.. Jaolt 
of hasil aooepto tba t.,..o 1D tho letter td ~ 15, 1937, troa tho leol'ltaey 
of tho b'OUW'7 to tba lllnloter td J'1nuoe nt JraoU, 'llbiob letter ratol'l to tba 
puroboal ot 1014 1>7 Jrull u4 tho ~t tor tba paroball td 1111.-olo liT \be J'o.n4. !be llirootor 1ntoi'M4 tba ~ llllll'YI Jaolt af low tort tbat \be~ 
,...t td JraoU 1o ...,..hi thr ...... tba -•- •baoq 11 llo dol "-11'• a latter 
confirl:llJll tho doootc-Uon td tho Jaolt td JraoU aa Uo tl.-1 -'· !ba 
Dil'octor aloo abi- that wUlda a tow 4qe tba -· ofl'ult Ooap>•r will _.,. 
oYer to tba h4oral llaoo,,..- td In tort, 1n tho - td tba :aoDit nt :araau, col4 'llbiob Jradl 1o t l'llllafii'I'U, ti'OII Lon4on to ... f ork. 
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IJe rwo1Y04 tuOI!Ctl \liA -N llo .. r ... :a.ak 0: 11 ... 'l'Ol't a nquaot froa 
the CctrN :a.ak of AI'Piltl.Ja to plll'd>a .. $2,000, 000 ill co14 t o ~ &4M4 to 
their ....._.1oo4 aeo01111t, 1lb1ch n .quooot -. approT04. 

!he Stoto :a.ak of lluoia to~ ool4 to ua $2,25:),000 co14, ropr•-ti.JI& 
all the gol d hel4 for their oermarlot4 aecoount at the hdoral llooern :Bo.lllo: of 
llow Tort. ru • ..aOW>t bo4 boon Pllrohe .. d troD Ul oa.l.T on lopt•bor s. 

The Je4erN boom :Bar:>.k of 11 ... tort rocooind a oablo fr011 the CllltrN 
:Bar:>.k 0: lror~ otat1nt; tlat 1t contaplatod ohippillc $},000 ,000 11'14 to the 
lodorN. !'h.o llllzllt 0: llor"aT inquired iL \be lodorN cO'<Il4 ..._. fOl' ...-ino 
ud ar riot ill...n.aco c4 requ .. t od to ~ adrtoa4 b7 cabla 0: all c.mr,.,. in 
COIUIOCtiOil with the ohi-t Mn\101114. 

• 

CONFIDENTIAl."' 
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TO 

a.bJect: 

-
TREASURY DEPARTMENT 

INTER OFP'ICE COMMUNICATlON 

OATO Sept • 27, 1939 • 

8eoretar7 Morgenthau 

Mr.~ 
Ettect ot decl1nea 1n the aarket Yalue ot OoYern­

aent ••cur1t1ea upon lite insurance compan1e• 

'l'he aarket Yalue ot the aggregate hol41nge ot Un1 ted State• .. cur1Uea ot th1rtJ-a&Yen large lite 1naurance COD­pan1e .. baa declined bJ about $130 a1111on•, on net balance, a1nce Deceaber 31, the aoet recent date tor which detailed data on Oonnuunt .. cur1tJ b.ol41nge ot th .. e ooapan1ea are 
aYa1l able. '1'h1e lola -- equ1Yalent to about 3.1 percent ct tb.e book Yalue ot the eeour1t1ea held ($4,195 a1111one) -­will be refiected in the reported accounta ot tb.eae coapan-
1ea onl:y to the extent that it 1a r ealized bJ actual sale•, 
and il not otteet b7 preY1ouelJ unrealized appreciation in 
the parUcUl.ar ••cur1t1ea 10ld... '1'h1e decline 1a equal to approx1aetelJ 8 percent ot the aggregate reported .urplue to pcliCJboldere ot tbe insurance cc.pan1ee ($1,620 a1111one) 
ae ot Deoeaber 31, 1938. 

Loeeea ba•e been euttered 1n all claeee• ot OoYernaent aecuritie• held, except freaeurJ billa. 'l'he greatest 1o1aee, both in teraa ot percentage decline• in Yalue ot the port­
folio and in the dollar aaount 1nYclYed, haY& been auttered, howeyer, in ae41u-.tera and long-tera obligation•, aa lhown in the accoapanJ1ng table. 

'l'he tiguree in the tabl e are baaed upon the a eauaptione that (1) the. porttol1oa held on Deceaber 31 ban reuined un­changed Iince that date, except tor 11auea which aeturad or 

• A liat ot the se oo11pan1ea appear• 1n the appendix .• 88Inauranoe ooapaniee carr, their OoYernaent ••ouritiea (a e well a• other bond• 1 aapl:y ••cured• and not 1n default) at book Yalu81, which do not •arT w1 th nuotuat1one in aar:tet prioee. 'Paper lo1ee•• would beooae •real loeaea•, how­
eYer, 1t 1naurance ooapan1ee found it neoe1e&r7 or dea1~ able to 41epoee ot, replace or exchange the particUlar 
11our1 tie• 1.n which 1 pt~Per 1o1aee1 had been aocu.W.ated. 
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wore o.lled; ud (2) ao a441 UoaaJ. lou waa nttare4 on n'b­
aequont a441 Uona to tbe OonrnMnt porttol1o. (!h .. o a441-t1ona .-ounted to $165 ~111ona between Deooabor 31 aDd 
JUno 30, tho laat 4ato t or wb1oh aonthl7 totala are anll­
ablo,) JoUher ot theao aanapt1ona 1a atriot17 tNo, bat u 1a 1aprobablo that the7 ban rOIIultod 1n a aubatuUal 
error 111 tbe t1nal roaul h. .t. allll1l port1on ot tho dool1au 
ahcorn in tho table ~ bo ottaot b7 aaort1r.at1on ot pre~~~aa. !h1o wOuld bo 1aportant onr a period ot 7oara, blat 1a ot 
l~ted o1gn1t1oanoo oYer a ahort period. 

!he toregoins t1guree tor 1nauranoe ooapanioa oorrea­
poD4 to thoae preaentod tor all 1naured oo-roial banka in 
OOU' aeaoran4wl ot Septeabor 15, 19398, uoept that the bank 4a'-- there preeentod oonoem 40ol1n .. 1n the n lue ot port­
tol1oa troa June 30, 1939 1natoad ot troa Deooabor 31, 193S. P1guroa eo oaloulated e11~nate, ot oourae, the ottoett1ng prot1h -- paper or real -- that ~ han been aoouaal.ated in the QoYernaent aoourit7 portfolio during the epring r1oo 
in tho aarltot. We ha•• aade roul!b oaUaatoa ot the dool1na 111 the Yolue ot ineuranoo oo11pa117 Qoyernaont aeourU7 port­tol1oa troa Juno 30, thorotore, tor parpoooa ot ooapar1aon 
w1 th the bank t1guroa prenoual7 nb~ tted, !'!Ieee oaUaatu 
place the 4oo11no i .n Yolue ot the .. porttol1oa troa Juno 30 to Septeaber 26, 1939 at about t 212 ~ll1ona. 

46 

It would bo uaatlll to ban a rough aeaaure ot the prob­able otteot ot aD7 tllture ohangea in the pr1oo ot United 
Statu .. our1Uee upon the aggregate aarltot Yolue ot the 
hol4111ga ot 1nauranoe oooopensoa, It 1a 41tt1oult to atah 
ouoh a aeaeura 1n a a1n&lo t1guro, howeYer, booau .. pr1oo ohall«o• ia the 41ttorent aaturH7 olauee do not alwqe tol­low the uae pattom. 8oaot1aea tho ahorta are atrong rola­t 1YO to the· longe, and aoaot1aeo Y1oa ••rea. It ie intereat­
ing to note, howner, that a change ot one point in tho prioa ot the longeat-tera Trea011r7 bond, it aoooapaniad b7 the .... relat1n ohanso• in ·tho pr1ooa ot .. our1t1oe ot other •turi­Uu, aa waa the oaa• during the period troa JUne 30 to 
Septeabor 26, 1939, wOuld aeu a gain or lou ot abovt t 29 
~1one 1a the aar.ltot Yolue ot tho United Statu aeOOU'1Uu 
porUol1o ot tho th11't7-""''n ooapaniea. !h1a 1e oqviYolent to about l .S percent ot the aggregate aurplve to pol1otholdera ot the oo~1ea, 

*1J:tteot ot Deol1ua 1n the Jlar.ltot Talue ot Qonmaent 8eou­rU1011 Upon Bank Capital. 1 
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J:eu.&U4 Jl .. l.1a. 1.a l'al.vo ot GonrBMa1i eecnal'1'7 Ponto11oo 
ot !ll1M7-kY .. Larco Lito Ia..raaoo Oo1111u1o .. 

(JIIIllar t1pr .. 1a 111111oaa) 
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Append1x 
.;a 

Th1rtJ-Seven Legal Reserve Life Ineuranoe Compan1ee 
Reporting Monthly to the Aeeooiation 

of Life Insurance Presidents 

~~~~~::" United Lite Insurance Company 
B Lite Company 

ii;~~oi~z·eL1te Inauranoe Company ot Nebraska 
Life Inauranoe Company 

Colonial Life Ineuranoe Company of America 

General Life Insurance Company 
Conneotiout liutual Lite Insurance Company 
Equi tabl e Life .Aaeuranoe Soo1ety of the u. S. 
table Lite Inauranoe Company of Iova 
Fra.nkl.1n Life Ineuranoe Cocpany 

Guard1an Lite Ineuranoe Co10pany of Alller1oa 
Life Ineuranoe Company 

Jettereon Standard Lite Insurance Company 
John Hanooolt Mutual Lite Insurance Company 
'!'he Lite Insurance Company ot V1rg1n1a 

Lincoln National Lite Insurance Compan:y 
Manha.ttan Life Insurance Company 

rlaaeachusetta Mutual Life Insurance Company 
>letropoli tan Lite Insurance Company 
'!'he •tutual Benef1 t Life Insurance Company 

'!'he l~utual Lite Insurance Company of N. Y. 
National Lite Insurance Company 
llew England Mutual Life Insurance CCDpany 
Nev York L1te Inauranoe Company 
llorthveatern National Lite Insurance Compan7 

'>he Penn Mutual Life Insurance CCDpany 
Phoenix Mutual Life Insurance Comp&n)' 
!'rovt dent Mutual Lite Insu.rance Cogp&n)' 
'!'he Prudential Insurance COI:IP&n7 of .AIIerioa 
Reserve Loan Lite Ineurance Compan)' 

Securi t:y Mutual Lite Inauranoe Company 
State l(utual Lite Aeaurance Compan:y 
Travelera Ineuranoe Comp&n)' 
Uni on Central Life Insurance Compan:y 
Uni tad States Lite Insurance Company 

'!'he Volunteer State Life Insuranoa CompaJ11 
Ueetern and Southern Lite Insurance Company 

Ind1anapol1e, Ind. 
Dea Moines, Iova 
Lincoln, Nebraska 
Pittsfield, Masa. 
Jersey City, N. J. 

Hartford, Conn. 
Hartford, Conn. 
Nev York, N. Y. 
Dee Ho1nea, Iova 
Springfield, Ill. 

New York, N. Y. 
New York, II. Y. 
Greeneboro, 11. c. 
Boeton, Hase. 
Richmond, Va. 

Fort Wayne, Ind. 
Nev York, N. Y. 
Springfield, !{Bee. 
Nev York, N. Y. 
Newark, 11. J. 

Nev York, 11. Y. 
Montpelier, Vt. 
Boa ton , Mase . 
!lev York, 11. Y. 
Minneapolis, Minn. 

Philadelphia, Pa. 
Hartford, Conn. 
Philadelphia, Pa. 
Nevart , 11. J. 
Ind1anapolla , Ind. 

B1nghampton, 11. Y. 
Woroeater, Maaa. 
Hartford, Conn. 
C1noinnat1, Ohio 
New York, II. Y. 

Chattanooga, '!'ann. 
C1no1nnati , Ohio 

llte 1neuranca oompan1ea. 
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ho•• Ill' ....... 

lroclaaatloa of otato of war bot•ooa torol .. otatoo, o\harwito 
boa ao tiM l..,tralU7 Mt, 11hleh hao ,jut be• n'ba1tto4 to 
coaltt"- h aowla coaltt01 prlat to,. 

S.cUoa 1 

(a) Dlrocto lreo14tat to looue proclaaatloa aoalac 
otatoo la...,1To4 lo war. 

StcUoa 2 

(a) 'llJeo \he lruldaat oball 11&'0'1 loouod ouch proc~ 
tloa it obal1 tllaroattar lie ....a.t'Gl tor &a7 ,_rlcaa 
'fHool to C&ft7 _, paoo-ero or _, artlcloo or 
aotorlalo to ..:r otah aoao4 la nell procl-Uoa. 

(c) U oball aloo bo lllllawt\al to nport ozq arUcloo or 
aatorlalo uatll all rllbt, tltlt, aa4 lateroot tharola 
oball ha'ft b- traaaterro4 to .... fortl .. aaUoaal. 

(4) luvaaco wrlttaa oa nooalo carmac nell ohlpaoah 
tball aot bo do- aa • erlcaa lahroot tharoiL 

SocUoa l 

(a) !he lrooldaat oball '117 proclaaatioa 4eclaro 001abat 
aroao aa4 thoroathr lt oball bo ualawt\al tor &aT 
oltlsaa of tho 0Dito4 Stateo or &aT ••rlcaa Yooool 
to procoo4 1llto ouch ooabat aroa. 

StcUoa II 

lb-h \he AoMrtcaa lo4 Orooo froa pro'fltloao of 
Stctloa 2 (a). 

loctloa 5 

(a) Alter proot.atloa b7 tiM lrooidoat l\ oball be 
alaoflllfor ..:r cltlaaa of \he 11aUo4 ltatoo to ,....,.1 oa &a7 •oootl of .., otato ...... 1a IIICh 
proot.atloa, ....,.,t la -- wi~ IIICh .._ 
laUoao ao .., bo prooorlbod· 
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ho\loa 6 

.U~er pncl-Uoa U oball lie ~ for MT .IMrioaa 
Tooool to lie anood. 

ho\loa I 

(a) .Utor proc~Uoa U obal.l \ o lllllawful. for arq porooa 
wi\hb tho 1hllto4 Staho to pvchuo, ooU, or o:zcballco 
boa4o or oocurl~1oo or othor obl1ca~1oao of ~ 
,.,._......,., ot ezq otato llMod i n ov.cb procl-Uoa. 
Ua4or s..,uon I ~horo h pract1oall7 ~ho - prortoita 
u thoro wu 1A tho t o .. or Act, llMo.l7, Clrtac ~ 
Proo14oat tho ri&b~ 1a blo 41ocroUoa IID4 llllc!or ndl 
nal.oo IID4 rocalaUou u bo 11017 proocrl'lle to ucopt 
fl'OII ~ho op.ra\loa of tblo oocUoa tor a p.rloc! of ao~ 
110re ~- 90 4a7o w1 tbcu~ r Oilowalo, or4laar7 co•orcial 
crodito, aa4 ebort.-Uao obUca\loao, otc. !hero io an 
a44ecl prortoloJl tho~ tho Proolc!oat oball roport to 
Coacrooo norr ol.x 110atbo arq aa4 aU oxc~Uo110 Cl'&ato4 
llllc!or tblo wbo.c~ltJl. 

Soo\loa II 

(a) AI~ or ~bo procl-Uoa \7 tho Proo14oa~ 1 t oball bo 
Jllll&llf\Jl tor arq p.rooa w1 tbla tho Ual\od II tatoo to 
ool1oit or rooo1To arq ooatr1~t1on oa bobalt ot a&7 
IOToruoat ll8M4 1Jl ouch prool-Uoa. 

(b) -._to tho ....,r1can Jl.o4 Crooo. 

!looUoa 9 

!bo Job~ roooluUOJl obaU ao~ OIPP17 ~o a&7 Jaor1oaa "P'Clbl1o 
-od 1a war acal•o~ a aoa-Jiaorioaa otato or ototoo, pro­
rt4o4 ~ho ....,rican ropv.\Uc 1o aot ~pora\1114 witb a .. ,.. 
Jaor1caa otato or ototoo 1a ...ell war. 

Socu oa 10 

(a) Prortc!oo t hat 1a cuo a&7 poraoa oball hon c:auo to 
bol1on ~ba~ llD7 noool 1o a-t to tarr7 ou~ of a 
port of tho UIIHod ltatoo, fuol, aaa, arao, -Uoa, 
or t.pl-ato of ,.... to IIIPP17 to a tea4or or OIIPP17 to 
a ebip of a bollicorea~ ototo, ~ Prool4oot oball baTo 
~bo powor ~o roCI"iro tbo oftor to liTO boa4 ~o ~ 
Uai~od Stotoo witb Ollff1o1on~ ourotloo ooa41t1oaod 
that ~ho Toooal will aot 4eUnr tho ooatrabu4 to llD7 
ouch tea4or or sopp.l7 ablp of a boll1soroat otato. 

!:0 
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Soction 10 - contiano4 

(\) !bo Proo14ont baa tho ricbt to iatorn a obip \hot 
hu 4olhore4 carco t o a \ond.or or ouppl7 obip of 
a bolliceront o\ato. 

SocUon 11 

Doolaroo WllawtUl. for fOD¥ nbaarine or ar.o4 &orchant 
•ooool of a foroicn otato to ontor a port of tho Unito4 
S\aho except un4or oueh eondi U ooo a o tho Proo14ant -.q 
prt~orlbo. 

SocUon 12 

(a) Soh up a national aw~itlono control 11oar4 conohUac 
of \be Secretarlea ot State , !'r~, War, la'7, 
and Co .. eree, &D4 place1 the a4a1D11tratlon of tb11 
Joint rooolutlon i n tho Dopartaont of State. 

(b) Doelaroo lt noeoooary lor oYor,r poroon oncocod 1D 
t ho u:porUac ol arao t o roct otor wl\h t ho Secret..,. 
of Stah . 

(c) C.or.r peroon oo roctot ori n« ohall par a rectot ratlon 
too ot $100. 

(4) Mokoo it neeeooar.r to obtain a lleonoo for the export 
ot &1'111 . 

(o) Upon roco•&D4&Uon of t ho IIWlltlono control 11oar4, a 
llot or art ieleo wbteb ohall bo eonoi4oro4 arao, 
-.n!Uon, an4 iaplaaeah of ....,. ohall bo proclatao4 
bJ tho Pr eoldont for t ho purpoooo of th~ o oeetion: 

Section H 

Olno tho po .. r t o tho Prooldont to prooorl ho froa \lao to 
tlDI oueh ruloo and r-culationo ao aar ho propar for tho 
earr,rtag out of the prorloiono ol thto Joint r oooluUon. 

SooUon 111 

Oonoral penal\7 proYl olono. 

SooUoc 15 

DofioiUoao. 

~ 1 
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'"»M 17 

......... u .. t ... tiM q; oplatl- tw --rta& ftt 

... prnhl- of ... Aon • 

...,,,, 11 

leopaale ... Jela\ re•bUoa of ...... , )1, 19)5. -' al• 
\he Jola\ re•1a\loa of J_, I, 1937• 
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TREASURY DEPAI'ITMENT 

53 

:L ~ 
INT'D OP'P'tc:a CONNUNIC.ATtON l l. : 1."1.. 

om September 27, 19)9 
•• Seoretan• Horge.nthllll 

•••• Hr. Burgan 

I have talked at length with M.r. Ecclee thie 
morning . 111th the Ooveriiiint ailrket etrong , t he Pederlll 
Reeerve h out ot the ~~arket altogether . The arrange­
ment 11 that it the longeet bond goee down to 99.20, 
the Hew York Banlt will notit7 M.r. Ecclu . Ther are 
prepared to bur at prices t roll 99t down to 99 10/32nda, 
it neceaearr. Tber would trr to concentrate their 
buring in t he tev longeet ieeuaa. The7, ot course, 
hope that nothing will be neceuarr. It 1e arranged 
that va vould check aga1n t hia afternoon and poas1blJ 
get together . 

Hr. Eccles vas disturbed and regretful about 
t he article b7 Alsop and Kentner. 
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TREASU .. Y DEPAWTMI!NT 

fMT'D OP'P1c:C COM .. UNtC.AnoH 

..... Bephllber 27, 19)9 

•• lleo"tar7 Morgen~u 

... .. Mr. Burgu1 

Xr. Zoolu oalle4 .. up at t our o 1oloolt thle after­

noon to 41eouu the ~·· opera tion• all4 tbe prograa tor 

toaorrow. rhe euggeetlon t or to80rrow h t hat the J'ederel 

ReeeM'e lteep out o t t h e •rltet unle u t here h a drop ot 

8 or 10/)2nde i n prlou, in wh1oh oa1e there would be a 

41eouee1on to ••• what, it &nJ, aotion ehould be taken in 

view of t he then ex1eting o1rouutano... Xr. l!arr1eon, he 

eaye, hae agreed to th1e prograa, and I told h1m 1t eounde4 

all r1gbt t o ae, Y1 th tbe underetan41na t hat of oouree the 

obJeoth'e would be to lteep out ot tbe -.rat Juet ae long 

aepoea1ble. 
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s.p-.. 71, 19». 

'l'he .tolJ..oor1Qc --wu pboaad bT Oout Oaarcl C ,.,.~ 
at 10100 A.ll., reoel.Yad bT tboa frat Jaobon..S.U., Dl.etriot, e.G. 

Xq 'leot ()ae- o.ttioan boarded rlth IIUtan' OOII .. Dt IIWI!IIA 

1114 H. 0. 1IAOOII at llr)O frat PAIIDCII.l rlth .tol.loorina ral!lltor lol'ftCi.all 

t.onDr liW!IIU. hu bee mcborad 111 la t1 tude 24 - 71 - .30 aorth, ~tude 

82- )) ..t, eiDH 4 Septtaba' STOP lD -.1~ orclan b-aa agmt, 

n.Y1a & C"Aip'l)', IDe., o.t - lilt'kJ u .....sar cbarter o.t au Prod""to 

Traat o.t S.A. o.t 1_...,.1 STOP Laet port olearac1 llooobu.r&, a.r..v, l5 

Aq~Wt STOP Io 111 ballut mel b.. - olMranou, - .tor oal..t l'l>rto 

Y:U Jt.,. 'INt, • 1t1ng orclan, oU.r .tor ~. lkd.oo STOP IIWIIIIIl 

u llllder p~141011&1 certitieato ot aat1ona11t7 iNued bT -&1&11 

Co111111, Halifax on 30 llarcb, 1938, cooc1 tor - ,..an STOP Plll-abn 

to:nlcer H. o . 1IAOOII baa bee ancborad 111 latitwM 24 - 28 aortb, loll&1tud.e 

82 - 35 ,. .. t, .U.C. 13 Septe.ber STOP II .-1~ orclen frat a&e~~to, 

lllpura '- & C"Aip'l)' ot Oslo STOP IJ, S. A&ct prel>ablT n.Y1a 6: 

C"Aip'l)' o.t - York STOP B. Q. W&OCII ,... IOlc1 to '"'-- Slt1pp1nc 

a: Cberter1.nc C<lolpe'l)'1 LW. , o.t P111eM C1t7, PllleM, 111 ~. 1939 STOP 
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Seortt~ry of State, 

1'/ashington. 

1845, SeptEmbEr 27. 

PLAIN 

LOIIDON 

Dnttd SeptonbEr 271 1939. 

Rto ' d • 2:55 P• m. 

FOR TREI.Sl.JRY FF.O!.I 91JTTER'iORTH. 

63 

In reply to a question i n the l:ous e of Co=ons yester­

day ns to w~ether ther e is n ~ime l imit permittEd for thE 

surrEndering of forEi gn currency to the TrEa&ury undEr tht 

d t f tnct (finance) regulations , Sir John Simon madE thE 

following statemEnt: 

"No, sir, no dtl ny 1s ptrtn1ttcd. I must onphasiat 

the import ancE of prompt compl1nnot t'ith ~hE rtgulntl ona 

under which Ev ery p.rson rtaidtnt in th r. ~n1tEd Kingdom 1a 

un~.r i~<dlnt~ obli~nt1on to ufft~ rortu1ith for s~lE to 

the Bank of En&land for the 1~c:aury any of the follou1ng 

currEncies 2h1ch ht mny possess : Amerlc~n or Canndlnn dol• 

l nrs , French francs , Swiss franca , Belgium francs , Dutch 

guilders , Swedish or llor-.1eg1on cr0\'ms 1 Arg entinE pesos. 

Every person \tho h.-,s not c.lreody don£ so should 1-edlat tly 

givE his bonkers the necessnry instru?tions. If ony per­

son hns no b~ nnd i s uncertain txnctly uhnt to do ony 

bnnk 
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bonk i s in n posi t ion to advi sE him. Th£ abovE appliEs both 
• 

to omounts ht ld on 2nd StpttmbEr and to any nmount sine£ 

rtotivtd or which mny bt rtotivtd in futurE by way of 

paymEnt for txpo.rts or othtrwis e • Cosh paymEnt will bt mndE 

1n stErling for all forEign currenciEs sold to tht Bonk 

of England on thE basis of thE offioiol rnt ts publishEd 

doily in thE prEss . I must mnkt cltar that thE obligation 

opplits to priv~tE indivi duals os nell as to firms ond 

oomoanits a thty ort not tntitltd to rtto1n holdings in 

tht currtnci Eo namEd whtthtr for tht purpoat of carrying 

on thtir businEss or othtrwist wi thout spteiol ptrm1ss1on. 

Fn1lurt to compl y Vli th this obligation IIUIY tntail htnvy 

ptnoltits . I ntEd not add that i t ~s most dtsirablt in 

tht nat1on:>l i nttrEst that tht TrtllSIIl'Y zl!ould rEcEive t ht 

full amounts ,v:>i lo~lt. ~t I havE said of thE currtnci ta 

in .;·1cstion ap:-:,1ts E:tunl!y to gold ooi~. an.d bullion. 

Smnll omcn:nta ":' tokEn coin (!ohrt 1a coin other th:m 

AmErio~ or C,nadion dollars) nttd not be offtrtd for solE o 

above." 

Aaktd i f this rEply rEfErs oloo to bank dtpos i ts hEld 

abroad by British eitiztns Simon soidr "Yts , Otrto1nly it 

oppl1ta to nny fordgn currtnoy Vlhioh British ruidtnta 

htr£ control . I~ for txomplt, o Bri t ish tr~d1ng firm haa 

on oooount 1n Ntw York i n uhioh 1t 1a holding dollars those 
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dollars so hEld in NEt~ York nrc within thcsc regulations 

nnd should nll bE rEportEd•" 

Colonel linthan: "V/111 this npply to persons residEnt 

htrt i rrespect ive of whether thEy nrt themselvEs British 

or not?" 

Sir J , Sicon: "I am greatly obliged to the honorable 

ond gnllnnt gcntlcmnn. The expression in the nnsner was 

' persons resident ln the United K1fi3dom' , Tbrre is no 

exemption in the rcGU}at1on tor ony ~Er3on uho is resident 

here but who is not British. It they reside here I think 

evcr:~body Tiill ngrr. that thty ought to come \7ith1n tht 

scope of this rcgul ntion. " 

I gQthcr from the British treasury t~~t Simon bQd not 

bEEn pr opErly Pl'tpo.rcd to nnavl£r the finoJ. extemporaneous 

question reg~ding the surrEndEring of foreign currency by 

non~~ritish resident~ here e nd th~t be ~4nt too fer in h1a 

st ~tcment in vlou of the n~te oontoined in ny No. 1683 or 

Scptccbcr 16, 2 p. m. The Tre'lsury nrE n0'11 considering 

thE dcsirnbility of Milki ng public thE substancE of the 

not£ by h.'lving o further question asked ln Porl1runrnt . 

SoonEr or later the concessions mnde to United Sto.tca citi­

zens orE going to leak out in tulle In fact todoy thE 

NEWS CHRONICLE publ1ahta the follOVIing i ncomplete report 

i n ita city column under thE bending "AmErionn residents ' 

dollars": 
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dollnrs1 : " • • • ThE tortlgn txohangc rtgulntione have 

b EEn rEcently somEWhat rElaxed. Undtr the original rtgu­

l o.t1ons i t .:ns incumbtnt upon all for Eign ruidtnts i n 

66 

thio country to d EclnrE thEir asetts in forEi gn currcnoi<s-­

whether cneh or sEcuri tiEs--to the nuthoritits nnd hand 

them ovtr in Exchnngt for stErling i t c allEd upon to do so. 

This 11o.s o provisi on which f or sEvErity had not b<tn 

mntohed by nny ot hEr country opernting o control ot ex-

cho.nocs . 

"The forci~Ers nost sErioucly cftc~•td wErE or coursE 

Amtrioons ~nd thEir grievoncE w~s aopcrEntly tokEn up vEry 

forcibly by thz UnitEd Stotts Embassy here . 'l'hE 'l'rEnsury 

hnc os a result dEcidEd t hnt AmEri cans who hnvc bEEn rEsi-

dEnt in this country tor lEss t hnn sEvEn years wi ll not bt 

rorctd to sEll to thE British GovErnmEnt thE wholE of thEir 

dollnr MS Ets . 

"Ao yEt this rElaxation hcs only bEen madE to apply to 

Ameri can rEsidEnts but it ~~y be r asumtd t~t it will bE EX­

tEnded t o othtr tortign rtoidento sincE the amount of 

rorei an exchangE th~t c cn be Extorted troa them by this 

nE::ns nust bE poor conpm oo.t i on tor thE loss of good 'ltill i n 

ncutrglj '!Pl'9t5iJft <:hich thE cntorcement of thE original r£­

gulati ons \"lould cnusc . • Ho,tvtr I l'larntd thm t hat it wcs 

intvi&;g~j \:t!h\? this would leak out v1hen they m' dE thE con­

cts./tb'fii' ~'Ha "t'til:iS'Trc.r \1£ hovE donE our bit in prEserving c 
41 ' II 

sil~~t · rrdnt 'as ? or os poosiblE. 

KEH!IEDY 
CSB 
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SecrEtary of Stat£ , 

';/ashington. 

RUSH 

1844, SE~t£mb£r 27 , 

PLAIN 

London 

DatEd SEptEmbEr 27, 1939 

REo ' d 2:28 p,m, 

FOR T::!O ASURY PROII B11T'I'ERfiORTH. 

Th£ ChancEllor or t h£ ExchEqutr announetd 1n tht 

HousE of Commons this aftcrnoon thE wnr budgEt supEr­

cEding th£ prEvious budgEt for th£ fiecal yEar bEginning 

on April 1, 1939. HE EstimatEd that thtrt wi ll b£ a 

loss i n th£ yiEld from Existing taxation rEsulting from 

war condit ions of ~52 million from ' 942 million to 

1890 million and h£ imposed increaard taxation to yiEld 

'107 million additional rtvenu£ thia year and L226 1/2 

million nExt yEar , The authorization given on SeptEmber 

l to increasE th£ borrowing powers from .S02 million to 

~1,002 mill ion h £ stated would not nEcEssarily bE 

autric ient to covrr expEnditure to thE End of the yEar . 

This Extraordinary addition to thE alrrady vEry hEavy 

direct and indirEct taxEs , accompanied by an unlimitEd 

borrowing 
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borrowing program for a country with a very large 

national dtbt unreduced sinot thE las t war, was 

accepted by tht House of Commons 1n an almost cart­

Crt£ manner and throughout S1mon•a aptcoh tht mtmbtra 

aottd aa 1f they had in mind thE maxim that Waterloo 

waa won on the playing fields or Eton and that 11kt 

Eton boys they should bthavt. Only llontagu Norman 

and Winston Chu~chill betrayed a srnat or the grave 

1mpl1caticns which thEsE measures will Entail in their 

ultimate consequences . Tht detailed taxes arE as 

follows: 

ThE s t andard rate or income tax new 5S.6D. in 

tht PO\Uld 1s raisEd to 7S. for thE current year and 

7S. GD tor the following year . Exemption allowances 

and Earned incomE allowances havt bttn reduced, for 

txamplt , t he marriage allowance i a rtduct d from L180 

to Ll70, tor a child from i.GO to (,50 and thE tamed 

1ncomt allowance from 1/5, maximum ~ to 1/6, maxi ­

~ L250. SomE amElioration in incomE tax aestssmtnt 
' 

is provided tor persons wheat incomE is grEatly rtductd 

this year as a direct rESult of tht war.. Surtax which 

rangEd trom lS ~ on incomes of L2000 to es .4.8D. on 

incomta of L30, 000 to LSO, OOO and 9S. on incomes ovEr 

(,50,000 
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.SO,OOO has bEEn incrEased to 1S . 3D. on incomts of 

L2000 ranging to 9S,6D. on incomes or 1.30, 000 and 

ovEr. Tbus incomEs ot L30, 000 and over will pay a 

combined incomE and supEr tax of 17S . in thE pound, 

ThE rang£ of EstatE dutits has also bttn 1ncrta5td 

ao that tht highEst ratE 1a 80 pEr cEnt . 

Indirect taxEs: Tobacco is incrtastd by 25 . a 

pound and all tobacco products corrtapon~ingly; bEEr 

by a lD. a pint, whiskey by lS . ~D. a bottle (a bottlE 

of Scot ch now costs 15S.3D) and other alcoholic drinks 

and wines corrEspondingly; thE tax on sugar by lD. a 

pound, an ExcEss profits tax is t o be 1mpo5td at thE 

ratt of 60 pErcEnt of thE tXC£88 of profits sincE 

March 31 of this yEar over a prc-wnr strun~ard period. 

Simon rtftrrtd to th<: PrimE Minister ' s statEment 

quoted 1n my No. 569 of April 27 , 6 p .m. and pointEd 

out that whErEas it was impossiblE C:.ur1ng a war, 

particularly in ViEW of the high l EVEl Of dirtct taxes, 

t o computE or collEct a tax on capital gain for the war 

period nEverthElEss this proposition was undEr activt 

considEration for future uu. Simon madt run npptal to 

the public to rEfrain from unnEcts5ary capital expendi­

ture and to consErVE thEir onpitnl resources to take up 

war loans which hE said would bE or various typEs 

dEsignEd 

€9 
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.,: 
dEsignEd to mEet thE nEEds or smal l and big firma ~ .... , 
and privatE 1nvtators . HE addEd that thE tim£ hod ' 

70 

(1. ~; 

~ 
~ .. 

~ 

not ~tt arrived t or tbt issuancE or such loans. I -: 

Simon =dt a point of tmphnai.z1ng thE ntctaait~ of ~ 

Economy and t hot atrps would bE tokEn to El1m1natt 

wnstt nnd to cut unEssrntial ExpenditurE whErEvEr 

possiblE , In thr coursE of his spttoh Simon also 

rtfErrtd to thE importancE of avoiding inflation and 

hE citEd two undrairnbl£ consEQUEncEs or inflation, 

nomtl~, r i sEs 1n tht pricE ltv£1 nnd diopnritiEs . 

!his over-simplifiEd rEfErEncE t o pricE risEs mny 

provE Embarraosing in do~s to com£ just oa thE anti­

profittEring mcoourts crt now lEading thE public to 

btlitvt thnt nll prior rists tha t crt now taking 

placE n.rE ipso f acto from profitEEring rtgnrdlEss of 

whEthEr or not thE British GovErrenr nt can control thE 

supply ot t h£ articlEs 1n question. While admittEdly 

t nxntion i s n f a irEr m£thod of curtailing consumption 

gEnErally t hon nn inflntionnry risE which hits tht 

fixed incomE group neverthElEss it moy prove thE only 

possiblE ~tone of curtailing thE consumption of thE 

wage corning cloao on whom c. dirEct i .ncomt tax is now 

politically impoaaiblt . In any c ost it tht avowtd thr££ 

ytc~s war is actually bting preparEd for, a mEasurE of 

inflation cannot bE avoidEd t xctpt through univtrsol 

r c tioning, 
KENNEDY 

CSB 

1 
l ,. 
' \ 
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DaGtd Stpttmbtr 27 1 1939. 

nco •d , 11 :10 a. m. 

Secretary of State , 

1/ashington. 

1835, SeptembEr 27 1 1 p. m. 

A. T. PEtErson of the Guaranty Trust has givEn me tht 

following mEmorandum rEgarG1ng atnndstill dtv t lopmtnts . 

He is on k~Erican citizen who until thE war was the 

Guaranty Trust 's rEpresentativE in Btrlin, and camE to 

th i s country via Switztrland a ftw days ago . 

' "A Grrman delegation consisting of MEssr s , Von V/tdEl 

and 1'1olff of thr RE i chsbank Berlin and !Jr. HE rmann Abs of 

the Dtutschtbank BErlin visited Zurich bEtwEEn t hE 16th 

and 19th SE?tt~btr, for thE purposE or negotiating with 

the Swi~s committEE for thE 1 otand~t111 agrttmtnt for German 

credits' to makt a new agreement for tht continuance of 

tht outstnnd1ng credits which had beEn 1ncludrd 1n th£ 

old standstill agrEEmEnt terminated by action of thE 

Br i tish end AmE r ican banks on SeptembEr thi r d , On SeptEm­

ber 19 I lEarnEd that thE Swiss expected to sign an agrEE­

ment that day which howEvEr , I'IOUld bt subject to nvitw 

and approval by thE Swiss Oovtrnmcnt 1n view of tht fact 

that 
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that th£ foreign excbnngt for thr strvicr of the Swiss 

c l a ims in Otrmcny prtst~bly wca to come from Otrmany's 

frtt quote of foreign txohcngt , arising out of tht Swiss 

OErmr~ tradE clearing arrongtmtnts . Tht service charges 

nrc not sptcifienlly included i n the tradE ngrEtmtnt but 

s i ne£ ntgoti~tions wert simultaneously going on in BErn 

betwttn the GErman end Swiss Governments on c lEaring mct t trs 

t he Swiss Go\• trnmtnt rt s trvrd thr r i ght to review tht 

s t andstill dgrEtmtnt , I waa informed that the Swiss had 

not bttn subjected to cny pcr tieulnr pressurE by the 

Germans 1n connection with either the standstill or tht 

trndt nt~oti~tions end tbnt negotiati ons had brtn conducttd 

amicably. It apparEn t ly is the Ot rmnn idea to mnk£ run 

ngrttl"tnt •lith the Swi ss in ordEr to USE 1t as a modEl for 

agreEment with the Dutch, Belgian und American creditors, 

dtl t{rr.tts for whom they wert unablE to nrrnngt to havE 1n 

Swit~trlnnd for c gtn£r r.l mctting. 

I unders t and thnt tht Swi os cr t s igning en agrttmtnt 

which ia pr~ctically t ht acmt no the old ngrttmtnt with 

fe w rrinor changes, and no doubt th1a agreement bas s incE 

been co~icntcd to tht ~~tr1cr~ atandot111 co~tteE . 

Tht Swiss r ppo.rEntly bavE agrud to continue thE lints 

in full C $ thEy existed prior to SEpttmbtr third, i . E, 

including optn lincs . They havE rrorivtd assurancEs how­

ever thnt they ~ill not bt celled upon to finance business 

differing 

72 

Regraded Unclassified



IIJD -3- No. 1835, Stptt:nbtr 27, l p . '" • from LONDON 

du'ftl .:'G 'l':.ttl' i :-.ll.y fron1 thr t herEtofore fino.nccd or 

Vlh!Ch mir,ht Cbth,rr nss thrm in r.ny \'IO.Y 1 nlthough the Gcr­

m•;ns n!l! tC: f .:.1• tho: ir coopcrn t! on in fin~.noing such tro.ne ­

nct. ono r.o ~l't possible . The $1.13& ho.vt htrttofort fin­

~nctel in;:or~~t iono into Ctrm::ny of cotton o.nd this , for 

cx.rplc no d.>ubt will ctr,st , .• hilt Gtrmnny mtiY import 

froM S"'itZ£'!'lo.n<l products which they heretoforE hnvr not 

t ;.kcn , •t i.· c:·pcctcd >.h-t :; ··ooel portion of clnusc 39 

outc t :mdir.r •·ill bt paid off . "l ~h t o)!"tn lints will >n­

cre r.s c , C:u t t o pos" iblt <i1f1'!CI lti·~ i:> t he l'tC.y of finding 

suitc.l:lE l:uo 1ntas for f1nnno1ne; . ~'hE Swiss hnvt likewisE 

a~1·rtd to rcvnt tntcrest r ntcs by , I btlitvt , 3/8 of 1:(. 

I n tnc': :woring to mnkt nn c;rttmtnt with AmErioc.n 

b •.nl:c ·•~ 1'~~.1y i s ne tunttel by the gencr nl desirE to dtmon­

str~tt tht J r <illi!lgntso r nd c:bility to corry on 1 normnl 1 

in~•r~ tio~c.l rtlct•o!ls , For obvious rcosons they wish to 

h~vr : .~ret ~ccounts ; ith ~cr!c~~ bo.nko , which co.n 1n 
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tJI')J"t r,'f'~"! b~ :rot£ctrd f'ror- !)r1zurc . They also npptnr very 

r.nx_ous t ~ ~· ·tscrvc to rvtry r:. tent r oos iblc crtdi t fnc111-

tl "D in k' <=rlc r. , :.n<l n ">tltrt.ll:< hope to find a mcons of rc ­

t n1n1n£l t r,r lints in full (opcr nnel ustel ) v:h1ch cxisttel 

prior to St >~tr..)>cr 3 . Htnct tl.cy octm wil ling to pny the 

pr ice o: ' On~inuing to meet cl~uot 39 n~turitits and pnying 

1n~t l't~t , l>oth c f •1hich liOuld oct:-. to ':le entirely to the 

advcntngt 

~-
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IIJD -<1- Ho. 1835, September 27, 1 p . m. from LOHDON 

advnntagc of the creditors , nnd they no doubt hnvc the fol­

lowing oonsidcrntions to somt extEnt 1n mind: (1) possibili­

ty tb~t the wnr mny bE a short one , (2) possibility that 

Americ~n brxms may bE willing to finance shipments for 

their acvount bE t wE En nEutral countries, (3) possibility 

thnt Amcr1cnn banks ~Y be willing to finance shipments 

froo America ostEnsibly to ncutr al bloc countries where 

blo~kodE 13 ineffEctive. 

Tht CEronns nrE hoping t~.t c1thrr an American delc­

gnt1on v1Hl be oent over or Al"r.r1er.n ~.gents appointed on 

th1c aide t o n<gotintE with then or possibly n German will 

procEEd to !lew York." 

CSB 

OJV I JOJ R 
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I'IUIII Aaerioan .. b•••T, R1o 4a .r andro 

10.1 3410 

DATI: 8apt .. bar 27, l93G, ll •·•· 

bferenoe ia aade to JOur telegraa no. 187 of 

September 20, 7 p,a. 

Laat night the Bank of Brasil unt a telegru to 

the Federal Reaern Bank of lfn York in whloh it etated 

that it aooepte4 the teraa of the gold plan, 

~ 

I • , 

?5 

Regraded Unclassified



TREASURY DEPARTMENT 16 

INTER OFI'ICil COMMUNICATION 

OATK Sep~ . 27, 1939, 

TO 

P'ROM 

Subject: 

::::;u 
1teeun'f"at\a11way Equipment, held in l.!r. Hanes ' 
ottice, Wednesday , September 27, 1939, at 10:30 A.M. 

Present: Mr. Ranee; Wr. John J. Pelley, Preeident, 
.t\.uociation ot .American Bailroade; Mr. 'f. 0. Xendall, 
Oh1et , Car SerTioe Divieion, Aaeoci ation ot American 
Ra1lroade; l.!r. Haaa . 

Mr. Honea opened the d1acuse1on, explaining that the 
occasion tor th1a meeting waa the Secretary1 a continued int ereat 
1n the railway equipment problem, recalling that last llaJ' the 
Secretary aaltad Mr. Gray and Mr. ll'illa.rd to give h1ll a report 
on the railway equipment neede ot the ra1lroada. Wr. Pelley 
ot course recalled the report and aaid that he had aae1ated in 
ita preparation, atating t hat Mr. Gray and Mr. Willard eetimatad 
that the oars in good order at that time were autt1e1ent to 
take care ot a 25 percent increase in traffic and that it the 
cars in bad order were put in good order there would be eutticient 
care to take care ot a ~ percent increase in trattic. Be added 
that later the Executive Comm1t~ee ot the Aaeooiation of American 
P.ailroade met and raised the 115 percent eet1~~ate to 50 percent. 
l.!r. Pelley went on to say that carload1nga 1n llaJ' were 593,000 
per weak and that laat weelt 1a carload1nge amounted to 806, 000, 
wh1oh ie about a 35 percent increase. Thia, he said, eubatantiatea 
t he estimate furnished the Secretary by Mr. Gray and Wr. 'Iillard, 
as t he roa4a are now actually carrying about 35 percent more 
traffic than in May of th1a year when t heir report was aubmitted. 

Mr. Pelley further aa14 that the new car ordere placed to 
date th1e year amount to 11-7 , ooo ~>are and that 21,000 of theae 
were ordered before B1 tler 1nvadad Poland, the remainder having 
come 1n at.noa then. Mr. Pelley telt confident that ~ railroad& 
could aeet any e1 tuation which the Buropean 'far or even America 
entering the war might throw upon them. He atated t .hat all bad 
order cars are now being repa.ired eo ae to put t hem in good order 
condition, He pointed out that laat week1 s oarload1nge were 
1!06,000 care, Thie,..he indicated, ie oloae to the war level 
reached in l91S ot ~ million eare tor the year. Mr. Bane• 
aalted h1a if that - the h1gh figure reached, and Mr. Pelley 
aaid that in 1929 carloadinga uounted to 52 million care • 

.,.,-
Regraded Unclassified



- 2-

Kr; Pelley explained that the railroada now a r e better 
organized and are muoh better pr epared to meet an emergency 
situation than they were in the last war. I n the World War, 
be pointed out , many equipment d1t1'icultiee were the reeult 

7( 

ot loading more care than could be unloaded. He aai d that the 
Government gooda were ginn right-ot-way over all other tra1'1'io 
and 1n many inatancee, euoh ae at Camp hox and Bog Island, 
bundrede of carloada ot material arrived before any unloading 
f acilities were available, which resulted in tying up tor 
extended periode a large number ot freight care . Be aaid he 
wae confident that under the present organization of the rail­
roads and t he plana which they have worked out with the War 
Department that auch a situation would not occur again. 

Kr . Pelley said he had canvassed almost every conceivable 
possibility in order to insure adequat e railroad 1'aoil1tiee in case 
ot an emergency. He aaid he had consulted the British and the 
French diploaetic o1'1'1oiale here a.nd that he had asked them 
who would be 1n charge of their purchasing, stating that he 
wished to get 1n touch with the agents to work out any tra.1't1o 
problece that might arlee. He was informed, however, that no 
purchasing agent or agents had been a ppointed. Be said he 
also endeavored to get from t he Br1 tish and French diplot>atic 
representatives some idea as to t he amount ot orders which mi.ght 
be expected to come from these two countries and when such 
ordsrs might come in. He received no definite information and 
concluded that nobody really knew as eo much depends on how 
the war develope. 

Kr. Pelley told llr. Hanes that the railroads have a very 
efficient organization 1.n Washingt on, oompoaed ot outstanding 
railroad men, and that they are alwaye pleaeed to be ot aervioe 
to the Oovern11ent on any problec relating to tile railt;<>ade. 

Kr. Pelley pointed out that the meeting ot the Sb1ppers 1 

Advisory Board ot the Atlantic States negion will be held in 
Newark, N. J. on October~ and 5, but that it ie merely one ' 
ot t heir routine quarterly meetings. He aaid that when traffic 
was heavier the Advisory Board met once a month. The purpoee 
ot t he meetinga, he eai d, was t o have the shippers oome t ogether 
and pool their information so ae to eatlmate the probable near• 
term trattlo requirements tor the varioua regions . He said 
they would be very glad to have someone from the Treaeury Depart­
ment attend the Newark meeting, pointing out that these meeti.nga 
in any caee are open to the public. Ur. Pelley atated that 
the Regional Sh1ppere' Advisory Boards were organized in 1922. 
In a report explaining the work ot t heae boarde, which llr. 
Iendall lett with me , the f irst paragraph givee br1efi;r the 
reaaona tor their organization, and ie ae follows: 
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•!he bg1oftal 8b1ppere1 Mrtaol'J Boarda &1'e arp.ll.h&Uau 
ot ah1ppera &A4 r .. e1nre of freight clea1£U4 to atford opportui~ 
for 111toraal 41aouaa1oll &114 aottlo .. llt of the oo ... 11 probloaa 
ot the rallroa4o 0116. tbe1r patrou. !he:r ba4 tho1r £0110o1o 1a the 
neoeaa1t:r of tho ra1lroa4o tor aore aao.rato an4 4epan4ablo 
1nfol'll&t1on oonoe1'!UII& tl'&llaportaUon 4-114o. AIIDWit of oqldp­
ment an4 1ta 41atr1but1on throughout the oountr, to ... t ah1ppera' 
nee41 11 4apen4ent upon a4Tanoe 1ntoraat1on aa to proapeot1To 
tratt1o IIOTeaant. 'l'he ah1ppor haa 110re knowlo4£o ot hie ant1o1-
pated reqldreaenta than &DJOIIO olea . Prior to the orp.nhaUon 
ot the Boarda ho ha4 no ao41ua b7 wh1ch u 'tl'&llaa1 t 1D &11:7 
organ1~:o4, oolleoUTo aanner auah klunrleqe, nor 41d the rallroa41 
han the taoU1t1oa tor aoouaulat1ng u. !he roault wu a 41e­
locat1on ot tac111t1oo, a oongeat1oll 1n one aeot1on with a oonao­
wuont ohorta£• 1n another, !h11 led not oDl:r to a aer1o1lo 1apa11"­
ment ot oen1oo but engendortd a1oWiderttan41ng, general ooapla1nt 
and auoh b1ttorneaa. 1 

!he aeeUng to take plaoe 1D •••ark 1a a aeot1ng of one ot tho 
1} rog1oD&l boarda wh1oh oonr the ent1re United Stawa. !he 
tota1 aoaberah1p of all tho boarda &JIOUDtl to about 16,000. 
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EDA 

SecrEtary of StatE 

~·/o.shi ngton 

.. 

14551 SEpt EmbEr 27, 5 p. m. 

GRAY 

BERLIN 

DatEd SEptEmbEr 271 1939 

RECEiVEd 8 tl2 pomo 

As i s eust=y during thE third WE Ek of thE month 

thE REi chsbank notE circulation d EclinEd, thE SEptEmbEr 

23 figurE Of 10, 303, 0001000 ~arks rEprrs£nting a drcrEaSE 

or 305, 000, 000 from t h £ position at mid-mont~ but an 

increasE of 11 60o, ooo, ooo marks over thE circulation on 

A usus t 22 last . 

Total Rtichabank loans and invEstmEnts also 

dEcrEased during thr third wEEk by 3201 000 1 000 marks to 

a figurE or ll1 555, ooo, ooo marks . ThE stparatE i tEm 

of bills and chEoks (including Treasury bi lls) d rorrased 

tvtn norE, the total of 91 904, 0001 000 b eing 4261 0001 000 

undEr that of SEptember 15. It is assumed thr drcrEasE 

was purrly i n commercial billa t~Ert bring no i ndica­

t i on or auoh a slnokEning or governmEnt orrd1t dEmand 

on the Central Bank o Thus during t hE wEEk holdings of 

Eli giblE scouritiEs i ncrEaord from 90 1000, 000 to 

1 1 2541 0001 000 ~rka and the portfoli o of miscEllaneous 

seouritiEs expanded million marks to 1 1 463 1000, 000 

marks 
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m4rka indicating resumed dEmand of the Government, 

th£ Reich RailTiays and P0sts on their opErating 

credits v:i th the Re1ohsbank, 

Although thE real budget of rcvcnuts and 

Expendit ures of the Rei ch i s kEpt secrEt it has been 

the practice of the TrEasury once a year to publish 

a pr ovioional law uh1ch contains a fEW administrativE 

pr ovisions an~ deta ils as to ~nor spec i al credits, A 

s uppl £m m tnry b\ldeEtary dccru dated Scptcmbtr 12 but 

published in thE REICRGF.SETZ~LATT only on SeptEmbEr 22 

has novt appeared, 'llhe decrEE cons1s te merEly of ttto 

figures n for ecast of extraordi nary revenue in thE 

amount of 151 0001 000 marks and extraordinary EXpEndi­

ture in the aamE amount , Tht latter figure i s EX­

plained only by an accompanying note tha t t hE necessary 

anount s uill be appropriat ed t o individual government 

dt partocnt •a , Par~rcph thrEE ot t he dtorct authorized 

the Vinia tcr of ?inanoc t o provide 151 0001000 marks 

by the way of credit transactions but the nature of 

these transactions i s not revealEd in the decree , 

AsidE from the dcmqnds on the Rcichsbank for 

credit to financ e thE government ' s v•as c.xptnditurcs 

(sec my 1314, Scptcnbcr 19, 10 s ,m, ) increased 

Ctntral 
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EDA - :S - #1455 , Stptw.btr 27, 5 p • .,. tram Btrlln 

Ctntrnl Bnnk crEdit will prtsumnbly rtault from tht 

optrationa of thE "OEFFA" tht initials of tht DEutshE 

Gtotllsohnft FuEr OEfftntliohE ArbEittn or thE "GErman 

Corporation for Publ.1c Works" flhioh thE Economic prtsa 

nnnounota Vlill EndorsE bills by thE banka on i ndustrial 

or othtr firms having to !llllkt ntw invutmrnts as a 

rtault of tht shift to wartimE production and thES E 

billa t11ll thm bE EligiblE tor rEdiscount at thE 

Rtiohabank. ThE OEFFA will also guarantEE bank crEdits 

grantEd industrial f irms for war production purposEs 

up to 95% of thEir ::unount , tht rEIIIOin1ng 5~ bEing lEft 

nt tht bank ' s riske It t~ill also grant EmErgtncy crt­

cU to to industrial commEr<>ie.l concErns Ylhos t liquidity 

has bttn impairEd by rEquisitioning or blocking of 

t hEir matrrial stocks and invtntorits of nrtiolE ot 

products . ThE OEPFA was roundEd 1n 1930 to financ E 

tmploymtnt schemEs ond public ~orks-ond ita capital 

StoOk of 1501000, 000 marks 1s ounEd b7 tht REich. 

By 1937 it had handlEd ortdita ~£gating l e25 billi on 

mar1<s . Tht company m:nt into liquidation in 1937 

b ecauSE its tasks had btt n fult111Ed but this liqui­

dation waa rtscindtd SEpttmbtr 22 1n vitw of its nEVI 

rolE as a govErnment ng Enoy for Ttar industrial finan­

cing. Ita prEstnt c api tal rEatrvts and profi ts total 

309, 000, 000 
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EDA • 4 - #1455 1 SEptEmbEr 27 1 5 Pomo !r0111 BErlin 

30910001 000 marks . 

REptnt to ·Trrnsury from HEath. 

KIRK 

KLP 
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l'JJW'KR.f.SB OJ' zgr.wpev l!IICBinD 

J'BCU: .American .. ba1117, !'aria, .Prance 

UlTB1 S~pt~bar 27, l91t, 8 p,m, 

JliO,: 2216 

tOR TliE TBEAIIRY, 

'l'h1 eecu.ritiea market wa1 apin calm an.d rente 

i ssues oont i.nuad their recent advance a. ~bert was 

also indhation of investment b~ing in first class 

industrial stocks. 'lhere were no changes in foreisn 

exchange rat•• · 

This afternoon we visited ~;ouve de lolUrville, who 

baa talr»n over the fermer po1i t1on which !to.eff had. 

In api te of his personal wish to b1 IDIIbiliud he ex­

pacta to remain at lea1t a.nctJler month. couve de 

Murville said t~t eatablllhmed of a s;vatem of exchange 

control complicated enough in i taeU had been ma41 

more diffiw.lt because tJle ow.ntey ' s transportation 

a;vat~ .18 paral7ud, as we ll ae 1>7 the departure of 

peace t ime personnel and all the otJler dialocatiolll 

of war and mobilisation Juet whc the control had 

bun biiWl• He felt that real prcsreaa bad bun 

made with the &J•t~, but cruld not say that .it wae 

ae 7et runnlna •oothl7. 

He aetiDtd to be more 1atiet ied aa tar aa financial 

affaire were concerned. He said there vaa continued 

&nd 1ubatant1al repatriation of funde, and that the 

gold holdings of tha atabil1zatioo fund reaaln •at about 

the 
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the same level ot eeventeen billion tranoe, There oontinuee 

a good volume tor eubaoriptione to abort tera Treasury notee 

and ariiiiU!Ient bonde, he ea1d, and tor tb1e :rear the:y do not 

contnplate an:r long terra borrowing, Tbe:y v1ll prcbab~ 

draw up a budget tor 1910 ae ueual tor o1vil expend1turee, 

and the:r v1ll JUke quarterl;y apprcpr1atione tor war outlqe. 

He sa1d that it would not be possible to make an estimate 

tor war expend1 turee tor a period ae long ae a :rear, 

It seemed to ue Couve de Hurville wae worn down b:y over­

work and baraeeed b:y the heavy reapone1bU1t1ee and urgent 

new problems wb1ob are being la1d betore h1m hour~. In 

this connection he expressed hie appreciation or the tact 

that i n these 41tt1oult da;ya we bad been taking only a 

minimum ot hie time. It seemed to be b1e impression that 

1n the near tuture an 1nvae1on ot the Netherlande and Belgiua 

b:y German;y 1e lilte~, Be believed that the Dutch would 

t1gbt, but ae tor the Belgiana, he eeeaed leaa cont1dent. 

Estonia and Latvia would, ot course, be taken b:y the 

Soviets. Couve de Murv1lle leans to the view that Hitler 

tound b1a Commun1et tr1ende more exigent than he bed 
"; 

anticipated tbe:y would be • 

. a,l wld ue that be and what 111gbt b e called the 

•r1nano11111 General Statt• propoee to eta:r 1n Par1e u long 

a e the:y ou. Tbe:y do not have an:r plane tor Joining the 

rank and tile ot the pereonnel ot the Finance X1n1etr;y wb1oh 

1e at Cb1non and other plaoee. 1m) XIBBAGI. 

EA:LIIV BULLift. 
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7AIW"'II..D or m .. a lliUiltD 

ftll:lll Aaer1ou Wp.t1oD, Buohareet, a-u 

DA'l'J:: Bephuer ~, llll!ll, e p.a. 

110.1 ~' 

Reteranoa 1a aade to telegraa ot Sept.-bar 20, 1 p.a., 

No. 2~. troa the Legation. 

85 

Proa all ~pearanoaa a aaallar portion ot the gold reaar.a 

ot Poland wu brought 1Dto R~a bJ Pollah Oonl'IIMnt .-bare, 

>lho turned 1 t OYer tor aatekeep11lg bJ the Rlm&.l11an OonrnaaDt. 

Th.e RWI&II1an <Joyar~aent 1a redat11lg praeave tor eurrander 

ot thl.a gold rel8rYe on 'the groWid that 1D the t1nal aoooUAtlng 

eome ot 1t will be needed to detr&J ·~•.,••• . ot 1nternaaDt ot 
Pol1ah troopa and .•JIIe!Uie• 1no14antal to tek11lg care ot retug .. a. 

u. 
~~~ ~· a·\., 

''f \ I .• ' 1 ~ 

• 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

Septe.ber 211, 1939 

Dr. ouatn !cl4tt, ot the Ol>i""rsal OU Prod:uota ~. Chicago, called th1a a1-
ternoon and diecuaaed at length the prooeases tor procluoizl& hJ.cl>-ootane guol.inot 
tor arl&Uon uaea, the a1teot ot such prooeeeee on oon41Uona 1n ClemaliT, &DC! the 
probable outooaoe ot the ._.., llw>h o! b.1a dieouaeion bore on teclm1cal. MUere, 
but hill talk ae a 'lfbole aq be ..-rllled ae !ollono 

(a) 081'11&111 wUl be clateated em. to a leak ot ezt;T prooeee pemittizl& tbe 
produoUon 1n that 00Uilt.l7 ot hif;b-octane cu _....,. to polt their 
plaMO 1n real -t1t1oo with tbo4e o! other OCNIIti'Uio 

(b) Oeno&D¥ baa apPtO:daatel;r 6SOO tiret l.1not ab1pe, ~ •lncl· .. to .. )JQZ'­

auita &llcl ~ ~tor t.c.bereJ tbe1r pu.rnit ebipe ...,..._ gaaol.inot 
at tbe r&ta o! probeb~ 60 gallona per bour and the booobere at the r&ta 
ot 84 aallona per bourJ tbat the produoUoo ot I7Dtlletio guol.inota will 
W>q1141•tionab~ be sr-a~ oortailed, it oot dieoontimled, ioaauob u 
the potatoea &llcl wbeat D8ed 1n IIUob production are required tor tooci, 
aDd further, OeNa~~,T baa no J'8&d.r aooeee to ezt;T appnciable quanti Uea 
ot alcohol. 

He placed the production o! OJ'IMM o:!l. 1n the tJn1 ted Stetea at 
l,:lOO,ooo,ooo ba.n'ele per ;rear, troa wlliob could be proouaed 
):)010001000 aallona o! 100-ootena gu. 1l11a AIIOIIDt OOuld be eteaclilT 
1nor&Ued, it_....,.., to proTide &IV' oonoei'lllble quantitT o! cu ot 
~tane or better that ata~>t be reqa1red 'br the Ol>ited Stetee, 
EncJ•nd &llcl Prance and ezt;T other OOIIDtriee 1n 1lb1ob t11oo7 llicl>t be i.D­
tareeted. 

11M O'nl.ted Stet.. P......,~ produoee 6f. ot the total c..- o:!l. ot the 
world. 
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(a) Ill ciaouli.Dc the poe.oible hrllwr ut.aeia of Oe..., ADd -i.aD 
OOI>qQHt u I0&1d thet the oU ..U. 1A ~ bne bMn ll.!.md .., 
U>at UleJ caD be ~ eboal4 WIT &O'UoD be tAao CD the part of 
eiU>ar ~t to &oqa1re ~ tt.. ..U. 1A the Dlltob Jut lJIIIj.­
baw ~he> 'belo GDecl. 

(b) l!a .-r1Md the_...- of Rftral. op1111CWI4 CD the war bT etetiJic 
U>at ba falt thet 1.00,000 ~ CIOIIlcl clat1Altal.7 wipe ""t ~ --1&. 

87 

Dr. lcl<>tt part1.cNJ.u~ reqDMted tMt the iDto.-tioD DOted- (• ) ADd (c) be 
1.D the atnoten of 00Dfl.Mn011. Ill 1Mw1Dc, be atated tMt u Uloald be ....,. 
to .... to 'l&aii1DctoD at UT ts- be ooQld be ot IM1'Y1oe to 7'011 perao1l&1l;r 
the Trea81UT J:)opUt..Dt. 

( 
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LooaUoll 

llobUe, Ala-

Nortolli:, V1ra1111a 

BaltiJOore, llal")'land 

TREASURY DEPARTMCNT 

Waehinston. 

Sept•ber 28, 1939· 

i'O!!DIIIIe 

25,610 

57,716 

3§.399 

!'IDDellll Coal, IZ'Oll eD4 
Ra1lroe.d Co •• 
B1m1,P.., Ala. 

J' oaea &114 L&"8hllA (?.Ill 
C&rl>e61t - Ill1Do1.o 

Steel eo. ( 5s:Cl 
ll:leqtro41"ellurgical 

Co. (4~) 

I. 1. LaTlUO, 
Lynchburg, Va. 

Total 445,828 

llote: The \ 0\al quantity ill bolld ill tile Ollite4 States ia 472,000 
tona. The W>llCC<>unte4 dittareD4o 1e ooeUore4 arowo4 ill 
1111&11 pucela at 1'8rioua poillta. 

es 
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Secretary Mor,.at~ 

llr. Coo- loptoober 28, 1939 

lllHIOR J. IIDlJJ.I 

£9 

r .. ter~ DC1'111J>4 a t 9 o'clccl< I lwDcl.ed tho S.cretarT • COPT of 1&7 como­
:..:tu cl.eted Septoobor 26th with roopoet to cold ...._,.kiD& ~to botw .. n 

*' Ulli~od Stat" ancl the Iethorl&ndo, and read to IWo tl>o conclll41nc alter~>&­
:ln lll£g8otlon, which I told IWo llr, Bailie faYOrtd. ~ SIICrtt&rJ oo..,..d to 

~blalt this •• o&tiofactorJ, but aoked tl>ot I brine the cattar up at tho 9a:Jo 
ceo una. 

1 brie!J.¥ .-hed tho caoo at tho 91.30 meeting. 'lhe Secretary aoked 
It 1 bad conoulted tho three acon..Uoh and llr. 'llhite, 1bon I tol d h1m tl>ot 
1 !&d onl,r had tiDO to opoalt with llr, !al.lio, he 1notrw:tod .,. to con.W.t tl>o 

othoro. Conoequeotl¥, the7 were proYicl.ed with cop1oo of the :te110randwo, 

At 121lio yuter4a:r 11r. Stewart aaked me to cone 4o,., to talk thio ""ttor 
ovu. f".nen I wne entering the cloor, however, Wr. !&ilie alco cue in and our 
reply to tho Sta.to Dopartcont ooncornln6 tho cablecr.,. from P- .ao ginn 

prior eon&ideratlon. lbile I •• in the P.r•vn•u Oont'eren.ce 1n t he .tterooon, 
s.he eco:1000iiata ud Mr. 1h1t·• were, 1 Wlderat.&Dd, cona14er1.nt the nJ.te.h queatlon. .. 

liMn I .. nt 4om, llr. Ste_.t •• 1n the roo:a with lleoors. l!&1lie and Bur gen. 

io told a:e that hh idea •• that Xnolte ohould telephone to Do Jo»D> • aeoo&go 
•• followu "In llhtckl.nc o ... r our recordo we tind the ca'blecram of Sopttl2ber 
Z6, 1938, authorldJIC :you a t that t1• to oarl:l&l'l< cold for our eccount up to 

$25,000,000 . li:Ytn in the circumotaoceo then obtainl.nc :rou •de tl18ht ute of 
thh authorisation. We aoiiWM, aod ta1<o it that :you aqee w1th ut, tl>ot 1n the 

clrc"JDot&nceo of ~oda:r t he arrancement 1o o'boolote. • 1! De Joncl> roapondod in 

tho a!finativo , Xnolte •• to o&T that we would confirm b7 ceblo, It De Jo»D> 

hed a d1tforen~ Yi .. , we were ~o ci•• h.I.Ja 211 houro notice tonoinatl.nc tho 
arrU&tment. 

In dhcuu1ng tl>io procedure llr, Bailie , qu01tion!.nc tho ab111t;r of llr. 

IDoko to put tl>io matter up Juot ao we would han 1t oubm1tted, IIIIU•oted that 
I ttlepho:111 tto llotherlaodo Bani< J&Totlt, I a~d Burce•• hio opinion ao to the 
propriet7 of tl>io. lie t~t it would be ohort-o1rC111tl.nc the haral a ... .... 
3aalt of lin York, but that the procodnre micbt be Jut1t1ed 1n that tl>io 1o a 
a&Htr of pollc7 between t'l>o 'h"MIIll"T. llr. Sto....t loft the ro... llr, Bailie 

tried to got OoYornor Rerrioon to obtain l>io -.pproY&l to tl>io plao, but the 

OoTernor had lett , I told 11r , Bailie that it I • • tho one to eubmit tl>io 
propooition to llr, Do JoDCI> or Dr, 'l'rip, I did not 111<o t o tin the threat of 

24 houro de""""1et1on without fur t her conoultation atter tho telephone con­
uraetion R1&1>t be ended. 11o told .,. to conwult Stoart further on tl>io , which 

I 1::::»41ately 414. 8toart eaid that I obould not *• thb threat of 4e11UD­

C1etlon, but obould ·- the Do.t llh to pn uo ao oUiraUYO ropJ.¥. 

CONFIDENTIAL 
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1JP0a n-U..C M rq etttoe, l -. oal1H ~7 Ill'. -..uta, .... _, 
be& 1a \!lot oaanlMUoa lief_.. l -. allle M p \o Jol.a \!lot _,Sac, n\ 
bo •• 110\ \llotro - I -. pr•-•· l ,......lala U.. U... dat\ of a 
''"'-' to ~ _,_ ~ • oralq. - - ttl u.uaioatoa-
- of \loo .... 4.lac -· - "' lola. l\ .. -·-- t.lla\ - IIIAl4 .. la\o U.o •U• tvU.. ..a lo&Yo • 41-oa \lalo ~. l Mhph&d 
Mr. lla1U• u4 uW 1a1a •' \o pt Sa ~ wUio Ootaw -..nooa -ul 
• W 110ro \loor011Pl7 - \o _.. \ loon u \o _, *-14 ~ '-• 

SiJI<>o I .. DOt coll'fiaoo4 of \be propriot7 of rq \oleptc.U..C 4lrocU7 
10 tbo ~ of \!lot 1Jotl>orlea4o .. \1111 .u... wbioh w -- u.. .abJeot 
ot 41rect: 'D4.wl"e''ac '-'-- t.M h4eml. .. ...,.. 1IMk ot w .. York. ae 
- fioca l -'· aa4 U.. lllaloh Ooav.lllolal<. I o'bal.aM t.11a llocn'-7'• opproYal to \110 14oa of rq ~Sac it ........, Ill'. llooloo, ao eru..riJ.7 
oool4 'ban - -· !be M' of o.-.uau aa4 oopioo of oallloe cruo 1a \lalo t11e l.a4loato U.. acUoa ...-. 

CONFIDENTIAL.. 
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••• a -. ltll .. -. 
n....._a, .. N' ' J I • te llf. II '-c ~ .. 

lt1Rn1n's ~ 

OZII I' ,hi • # -I II .... tt ... eaM- .a~ 

.,.. ., .......... ltJI .... "'-' ......... .... ·- ......... _ ... ..,. ..... ... 

.. .. ....... _ ... _ ..... w ........ ·~-., 

tMe =tt rt•"m Ia ea. .,. ut a •• e1 ·a 

__ ,._ ... _ ... , ...... -- ,.. """"" a.u-.. .. ·-· .....,_ ....... ,. ......... ., ....... ... 
•U I l•U• ell ........ -'• 11)1 .... ~ .... .... 

., - ............. ,.. .. 181 ................ .. 

SlllflN ... n1 s,n"al "-' ...... 11M ollall ..U ,.U ......... ",_ .. .....,.,., ........... .... .... ---' ............... . 

~ 1 

., ..... ,... n rnsu ...... - ....... tw ...... - ~ 

C-.& • •· -.... Jtltt •.a. ..... 
.......... ~ .. ..w 
m' a " .. , a' It tm'IM 

...... , 
'IS SIM "'' .... , ... ...... , ... , 

.... ~ 
'·J • ••• • 

.. 4 fJ:t 
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0 
0 
p 

y 

O.W\e 2, 1~»· 

11r1 J.U•Uoal Ill-, a. IIRlll 0oo11na 

la aooo.......,a with JWr talll}lllou4 aat.hor1aUoa ... ao 

thoal ....,., ot U.. llaUM 1\atoa ••• u.. tollowlBc oa'lll._. u.. 

Juk, Aaatariu, Kou..A "" lopto.'llor 29, 1939• 

'lo, 212 J.U•Uoal Ill-. Da J-. 
OD J.a U~~laiu4 to 7'' to4&7 onr \M tala,.._, 

• ••- tloat b. .a.a llr .... , a\a\0 ot affaire 
t.ka $25,000,000 -t.hori•Uoa coat&laa4 la oar 
0&'11111 lo. 277 of lhf'-or 26, 19}11 liN lllpaat. 
1la •a1ro, of oovaa, to oooporato d.a. 7A 
ao alD70 'lloU • 4aa1ra to o..tlra tM .......,_ 
•-Uac U.t aal \Mol' 'llaalt allall aall pl4 to 
aa4 .._11: U tor tM HMflt at tM ot.kor 
JU'l7 wltbat ~~rlor oouool\&Uoa u4 _._,, 

!111111 lia4q upit7 .,_ ..,._., ~ acll:aowlMclac 
raoo!.Jt of thll oa)lll, lluT ~. 1 

J. rapl7 to tboo a'lloT•oaU-4 oa'bla •• rooa1TM '117 u to4&7 

•.. ~ 
Tow lo, 212 HOe!. Tat. O.t•h aotat. 1 

a.apaoUII117. 

!1M -.no, 

!1M --·~ at ·- flr•&V7· •llldac'oa, ll. 0, 

1•1 1., 1f. IDolr:a 

I.. Y. boD 
Tloo Proa14at 

CONFIDENTIAL 
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IDI1r 1 lollo. 

Operotora .Aol'buoa4or hlllU , Clo obM4, 

IDI1ro lollo, 

bl>uoa4or 
Jlllll\h lol.lo, 111117 ...... .... :rnt 

..,, ...... 30. 1939 
1011!5 a.a. 

1D11r1 11a ,lout tall', Jlll, 11n 1>- a lltUo ...u.r U.o 
voa\bw, 

J: WoU 1 1a ..tv.llT OOZT7, Look ban, lo1117, ..._, 
1 ""'' to kll :rn lo thla, 1 1a ••U.C :rn a tol-
oa Ualo Oll'bJ ... t rl.cl>t - nt 1 YOil\M to toll 7 .... onr t1aa 
pbo.zae at oace. 

IDI1r 1 Clo obM4. 

J: !he Pni14Rt u4 Uaa II&Dacora ot Uaa lui< Pohld, tbat'o 
\he Poliah aa~loaal Jaak ••••• 

IDI1ro Toa. 

Jo ..... u1-\M Director Z7pmt l:arpl.uld. -
~r-p-t...a-.... )[,...1 ••••• 

1: .... . Yl \1> tl&ll poY&l'O, ..,ich 1 -. 11.... - 11M \llo 
nlc1Ml ot 1114 of ..,ich 1 -. a cow- ..,l.cla 1 Jut 
aoat to 7011 '117 tol- - laa 41opoa.t oa lah .,. aec...,.t 
of Uaa o tooko ot p14 1lll1cla aro ..., or Yl U la U.o II&-.. 
'bo UpooU.t to \bo ace...,.\ ot Uaa Jaok Po1all:1 la foreica ....... 

Bo Aa4 bo la ctlaorlc.t aloo t o 4iopoH ot U.o 'bolucoa 
ot Uaa eoCJ ...... ta Clf U.o Jaok Po1all:1 Ylth hlo foroica 
oorrel'pOaia\1. 

11111ro Coa TOll tall: a llU1o 10114or, 1u1r 

Jo .. h alOCJ mtlaorll.t to 41opoH ot \ba lool&IIDoo ot tbo 
-...ate ot U.. Jaok PCJlall:1 Yl\1> h1o toreica oorroopoa4oata. 

SJ 
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J: .b4 oboal4 lie tor lepl r.._ oa h1o oft &\hor1t;:r 
tlal. 1\ 41tt1coal\ \o 41opooo ot \Ito oa14 4rope 1a 
'MlaDOoo \1>1 pr11ld.u\ ea4 •noa..-o ot .... lluk Polaki 
&\borbo \1>1 Polbl> Alll>ao.Wr 1a Loll4oa, or - ponoa 
4111pl\o4 )T \1>1 laUer, \o o1p tor \l>o IOIIIk Pol ok1 
\optllotr v 1\l> D1roo\or larp1aok1, 

1: low, 1a o\l>or vor4o, larp1aok1 bol4o tlill pov..-o troa 
\Ito laUoaol hDII: ot Pol0114, TOO> ua4oro\0114f 

i)I.Jrl I - I hoar Jli'O.• 

l1 Aa4 lie - l>o callo4 oa • \odq at tl>o r~ot ot \l>o Polllh 
Alll>ao.Wr ea4 ollllaUto4 U..oo tlil.l povoro \o ua , 1lh1eh 
appouo4 to 'bo 1a tlil.l 0114 lepl tono. .b4 1>o ooko4 • 1t 
1 voul4. c.o.-mlca\.e Uul' to J'CII'l• ••• 

iDCJr: Tea. 

'8: • •• • u.A 1.f - u.4. al10 \o Ua.e S.creM17 of St:a'•• of couru ••• • 

mc.Tra Tee. 

11 .... 0114 1t I co·o.lcl oak U..t \!>at 'bo co_,1oato4 t o tile 
Po4oral BooerTO lllllil: 0114 to tllot corroopo10d.uto 1a tl>o tJaUo4 
Sta\oo ot \Ito Pol11h lat1oaol Jaak, 

KM.Jr : Tee. 

l1 !I!Doo eorroopoad.uh oro \lie llaUoaol OU:r lllllil:, tl>o o.,.....,t;:r 
!Not Oo11p01117, "'"Jllllil:ero. !No\ Cowpea:r, tllot Cbaoa laUoaol 
Jaalr: ........ una, !Not ~· 

BlUr: Yet . 

i)I.Jr : All - I - 1 t.ll1ak oo. 

Jz Tea. 

i)I.Jr: All - (L....,..) - oboa].4 1 roa4 Charl1o lo11f 

II ~o) 
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J1111r1 

•• 

,, 

J: 

J: 

lll'1r1 

It 

•• 
B111r1 

,, 
Bll1rt 

•• 
B111r1 

I t 

Bll1rt 

J , 

B111r: 

It 

B111rt 

,, 

(I.a~c~>•) 

· · ··-·· 700-f 

DU \loa\ -.a 701l! 

1114 lU 

- '-

I oq, 414 \~oat - J'Qll! 

Of ........ u 414. 

(~) Ooo4 eo"CC>, 

Oil - U - \~oat Y1ll woa4al'hl.l 

(L ....... ) 

I hope \llq - a reco:r4 of tllla ou, 

!!M17'U try. W•U, a.DZ7••••• 

!bora 1\ i a, Jlcnr I rill tllocr .... all of that.,,, 

t••· 
••• 1..a ..... there lhA14 n aq au..,ta at eouoa rna 
o\llar '!'W't&rl to4q. 

lall, 701l pt u to u 1la4 I'll p>\ ov attoraop rl411>\ oa 
u. 

!loa\1 a fiAio llocll obli&M, 'M7o low - 7""'" atUl p\ 
\loa\ Jouadloa, U.. 701l! 
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,, 
B111r1 

,, 
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S\Ul co-- ao, I Ju- - fro• ta.. 4ootor 1o M4 lie 
ooU U'o Oft!'....,, it1o lett ao II:U4 of llleq, Hot 

!llat'o too 11o4. 

1111 l!WI, Ooo4 for 1'J'l1 lle11J7, 

.Ah - tllo - \hq \h11k ..., u looll:o .. tloGoiP lhq lliel>' 
coao to a .... -. 1& l1lo haato 1& alloll.' '"" YMI<o, 

J 1 I 1U ao- ._, lo MO l1lo '"''" --.o wo apoc\ to llo 
bl o"" up horo 1& ~oa.\ ou - ·· 

,, I hopo 1.-•o tho propor '"'\o aDibov. (Lc~c~>o) 

B111rt YoU. 

1r ••··~· 

, , tnh. 

IMlra !ba''' Bice. 

Jr T••• Well, Oo4 ltl••• ,., lto7. !eke oar• ot 7ftnel1'• 

IIJI.Jr 1 Ooo078 , 

Regraded Unclassified
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PAR1UL P'A •••• ., . LOU 

1110111 5 ... DR ....... 
1),\ftl ... •• ...... .... 
Ill). I ... 
Ylltll I t A ~ '111.8111AIIo 

1. . l- ncuet I ..._ IIJr .. Pella A a ssrh• la Putt 

\41..-tWIIC ¥ Fpla*l ... ..._ ... ~ ...... ~. 

wu• u .. •"'aa-1 11u11 et ,...... .. ...... ~ 

.._. -.. Cl .. flll1 •• a o ,._ o. """"•' et uw ..,_ 
'•h kl 11M a. f 1,...,_ to Ua~ • la - u -.rl\7 

dl . , ... ~· . , •" ....... , , .. w"\l ell -- ... 

YlU u u.. ,_.,.. M _....._. to tile oou•-a et be lleM 

t &lelll la ...,.. la cue' • .......... "" ...._.-.d .. eotf, 

'-&a an.a • 1 -'"' lit,..._. r..,lealtl ... .,._ 

oUW to oo .. wl,U.l et _.. twU peuara 11M ~ 101 tl 

..... aa .... lapl ....... lie e lM .... , ....... , ., .... 
. la Porta, 

NU ;a • a otweW t9 tN Pella ~-~ 1Akaa,lav1a• , 

oM r , .. wta 0. aoo1 at au Jl'u1o C Ira., at ,..~, 

'lite tltUnd• u a..,., a b oolatt• et ..... twu 

,..en a 
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PAP 

StcrEtcry of Stat£ 

Vlcohington 

GRAY 

P.t.RIS 

Doted SeptEmbEr 30, 1939 

Reo'd 6 187 p . m. 

2267 , 3cptEcbEr SO, 8 p.m. (SECTION T:VO) . 

"Luck, SE9tEmbEr 9, 1939 , 

Full powErs , 

Tlu: PrESidEnt om thE mon<:gErs of the Bonk Polski 

bE r tb:; dtlE;;ct£ DirEctor ZyfYDunt Kcrpinal<i to London · 

with 1'ollov1i113 full powErs: 

Director Knrpin•ki 1a authorizEd to dieposE on his 

own c~thority of thE stocks of gold which erE now or 

will in future bE dE positEd to thE account of thE ~~ 

Polski in forEign bonks . 

~thErmorE, DirEctor Kr.rpincki ic cutborizEd to 

dispose of thE bclcncts ot thE cccounts of th£ Bonk Polski 

with his for Eign corrEspondents , 

Should t or lEgcl rtooons thE d1epoeal by DirEctor 

Kcrpina\ci on his own at thE said at ooke end bnloncEa b£ 

1mpose1blE , th£ PrtsidEnt wnd tht mnnogrr o or thE Bank 

Polski bErtby eutho~iZE th£ Polish .t.mboooMor in London, 

or GnY person dtai$DctEd by thE lottr r , to sign tor thE 

Bcnk 
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PAP - 2- 2267, Srptrmber ~0, 8 p. m. (SECTIOK ~0) trom 
Pnria 

Bnnk PolBki togrthrr with Director Kt.rpinaki . 

The Preoidrnt or thE Bnnk Polok1 , oigned Byrkn, th£ 

Nnnecrr or th£ Benk Polski , signed Bnrnnak1 end Now~k, 

oert1f1£d to b~ th£ Pol1oh Ambcoandor i n Pr.ria , Julius 

Lukeeie11l.OJ" • 

Pnr1a 3epte~brr 27, 19~9 . 0 

BULLITT 

Regraded Unclassified



.......... 7 .......... 170. .. •• , .. ,_ .. ,, 

e. ..... -..., .. III ~:c.;l PI_, 

... .., •• I • I 7 2 .. • -==- I I ... 

• Ml JT au • .. n 2 ,._, .......... nurutur 

:en 

at ... 1'i 1 =»• .. k TW IF fill .. ree sl • •uw .,,,., 
... " ............ ,, .............. , ,, •• , a _. 
Ulot kniT r.ltllr:lo - ... 1 llalll fill .. ~. ,.._. hllet 

........ --.. .,. ... •-•., ,... s e ••· .....a ""' 

.._., Psrt1ru .,._. c a •• YM a..ue "-' o a r. _. 

Ulot ...... "-1 I.e? et .... teft, 

Of ... , .... Dlc•sfll•--"1 fill ...... ,_.. .... -

,,.,., Scs J Ia la ..... Jali¥15ICIS.U et Y-, eiJe ... 

,,._., te S., ._... • p;;T;u 1J at ... la11rs\ ... at 

h\.AI ..., - - - 1..-1 ,....,... 

03V1333R 

' 
- s ":)0 
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ID ropl7 rotor ~ 
J,l. 

llr 4.N.r llr. horo\u71 

COPt 

Ooh\er 2, 1939 

~ Deplrrbe~>~ baa ,..,. l.llfoi'M4 \7 tile .t.onoaa ...,. .... 

oe4or a~ Parl.a tb&t tile Polioh Mlouoe4or ~ PraM baa 

otato4 w h1a that z:r-t Karpi.Jloti, Direcwr of U.. 

Jak Polald, 11a4 ,_ ci,... f'All powco tr• .,. Prod._\ of 

tl>o JaK Polati IUI4 the 41roowro w liollvoo oa h1o oa 

Cltl>orl'J all of tl>o owcta of colA ..... \al ....... •toll ... 

aow, or will I.Jl tl>o ti11:UH, h orolito4 w tl>o aooout of U.. 

Jak Polald 1a forotca b..U. tho Aaorioaa Ml>uoe4or oloo 

roporto4 that Dl.roctor Karpi.Jlald lllllal.\to4 to bla oa. Sop~­

bor }0 tl>o orl.ciaol of Mo fUll pow an IUI4 ol oo a OOP7 of 

U..oo tllll powon aU .. to4 \7 U.. PoUoh .&Muoe4or 1a Parl.a 

a4 aoalof. viti> \l>o Hal ot the PoUoh -.a01 at Pario. 

Copioo of a traaolatioa of theoo f'All pown, recoin4 fr. 

tile Mor1oaa .a..uoe4or \7 tel~, are -looo&. 

Dirootor 

~ loaorlllllo 

OO WPI DIIW!l.l~ 

101 

Regraded Unclassified



-2-

lliroo\or Xal'pi.Jloki aD4 ~be Pol1oh Mlluoa4or l'l~t\14 

\bat iDforsaUoa r~ "'•" tlall povva btl ~raaal.t\14 

s-e41&\el7 h \he S.C..o\u7 of S\1\1, \he S.O...\u7 of tbe 

!reuv.J"71 \he OonJ'IlOro of \be Jo4erol looVYo a,.~ •. aD4 

to tbe 111>1h4 S\1\oo 'ballko vbiob wo corroopoll4eah of tbo 

J...t Polok1. !!'be bub 1A lbo t7aUo4 S\ltoo we tbo 

Ou.vuv !rut eo.p.q, \be Jratiollol Ci\)' 11...t, J...taro 

!rut~. tho lrrtac !ru~ eo.p.q, aD4 \ho Cbaoo 

JratioJ>al B...t, 

You wo roquoo\e4 to truai~ ~o \ho 'bub DUI4 

copioo of tbo oaolooo4 traJ>al&tioa of tho tull povoro CinG 

\o lli.Hc~or Xazop1.uld, tocetbor wUb \he ebo.,.__uoal4 

i.nforaat 1oa • 

.U tho'QCI> tho \orrUOJ'7 of Polaa4 hat boon oecup114 

'1>7 forol.p •1litiJ'7 foreoo &4 ito OoYorDMn\ boo had to 

ollk r~ ouh141 tba 'bor4oro of Polaa4, \be o,,..,.,._~ 

of tbo tla1h4 8\ltoo rocv41 tbo Oon..-t of PolaD4 u 

I.Jl oxio\oaoo, aD4 con\ilmoo to tr•~ rl\h u . y.., MT eo 

1Dfon \ho afor .. .,.uou4 bub aa4 tvD.ioh ~~ vitb 

copioo of tbio llepwt•n~'• prooo roloaoo no. llso, 41\14 

Oe\obtlr 2, 1939, a -ar of vbiob are oDOloood. 

liD<oloiUJ'Iot 
'fraaolaUoa. 
Pr••• r•l-•• 

Sil>c erol7 7...ra, 

( al.pe4) COIIDILL I!IILL 

COJr J ID II!I.I.L 

~C2 
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COPT 

!UIIL.l!lOI OJ' l9IeL lO!!JII 

•toae~~:, hph ..... 9, 1939· 

N.l powere. 

!b. Prooi.Aea\ u4 \he .....,." of \ho :leU: Pollllt1 

hero'b7 cl.ol-\o D1roc\or 17_., larpUald. \o Lolllloa wi\ll 

foUowlJic toll power11 

Daoo\or larp1uki 11 &\llorioet \o UoJIOM oa llio .,. 

.. \hori\7 o f \h• o\oob of col4 1lb.1oh an ...., or will 1a 

tv. \vi 'bo cl.opooi\et \o \Ill acco"Oa\ of \ho lek Pollllti 1a 

forolp'btlaka, 

JUru.-r•, Director larpialllti h .,\horh..t \o 

Uopo•• of \he 'bolaacoo of \ho IICOOU.h of \ho holt Ptollllti 

wi\h hh forolp corroapoa<lah, 

lbDII14 tor local r_,.. \h• Uapoaol 'b7 Diroc\or 

larpialllt1 oa llio owa ot \he Mit o\oob u4 'bol.-a 'llo 

18poaol.)lo, \he Praoicl.od u4 \he -• of \he lalt Pollllti 

~ a\hor1ao \he Polloll ~uf.or 1a LoUoa, or uq 

pWHa cl.o•'P"*-' 'b7 \Ill laUw, \o alp tor tho- Poloki 

\op\har w1 \ll Dlzoo\or larpUald.. 

tile Pr•o14aa\ of \ha - Pollllti, •'-4 lb'lb, \he 

...._ of \llo holt Pollllti, •'-" Juoulllt1 u4 -· 

corUti.M \o 'b7 \U Poltoll .W'buollllor 1a PU'h, o711111la 

t.ollu1w1q, 

r ... 1o lop, ..... zr. 1939. • 

1C3 
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COPT 

11m 1'D PIIISS 

STAB~~~~'! IT !Ill IIICBm..IJI! OJ' B!AD 

Moro \baa weatr ,. .... o aco \ho Ua1 to4 1\atoo ucop1so4, 

aD4 baa o~o •t.a\&1»4 41pl-\lc rola\lou wlt.ll, t.lla 

Polloh Oon-t, Po1&a4 1o - tiM ncUa ot torc>o uoo4 u 

aa laot......,t ot utloJI&l poltq, l\o torrUorr baa bo• 

take o1'0r aD4 U o OoTerDa•t baa ha4 t o ooak refllco ohroa4. 

Nero oo1suro ot territory, how.,.or, 4Doo DOt OOitiJ>culoh t.lla 

ltpl ox1otoDCO of a &DT..,...at, !ll>.o traUo4 81atoo t ho,.._ 

foro conU.mlOo to repr4 \ho OoYorD&OIIt of Polan4 ao 111 uiot­

oDCo, 111 accor4aaoo wi\h tho proY1o1ono of tho COilo\1\UUoa of 

Polaa4, &a4 contiwoo to rocopiso Couat Jorrq Potocll:1 oa 

ito .&lohaooa4or 111 VoahiJ>ctoa. J'or tho prouD\ at loaot 

ICr. 11o!4lo w1ll r--.1n uar tho OoTe,.,.nt t o ,.,icl> ho b4o 

••• 

~04 
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(o or T) 

... 

11Dc1ooo4 1o a oow ot a 1•••w llhloll 

llao thlo .., """ _, •• "'" ro4wol leoonw J.U: 

ot :aw Tom, wplllc vUh .U .al.o...,.o retorro4 w 1a 

..,,., llolnlaor I, lco.loe, 

Toq tral7 ,......., 

(I~) .. llorpa\lo&, l r, 

looro\&17 of tho !rean17, 

Cb• ' -. heft of o.nnon 
of .U ro4..-.l -- t,.Ma, YuhiacWa, 11. 0 , 

··-10/2/J'J 

: 

la1Ualo4• D .,lr D n a d D 1Ift IIIII 10 

co :art D:a:attA:r. 
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( c o P Y > 

Oc~o-.r 3, 1939· 

Dear 81rot 

II>Allooecl horowHh 1o a cow ot a 11\ter cla~14 

October 2, 1939 recein4 !rca tha 8ecrot&l'7 ot 8\&~o, 

t ocother with ~oottr~o raterrl4 to thoreia. 

YO'Il ara l.l1ot ..... tl4 to forwarcl t...cliatal.T to 

tho Ouarant7 !ruot ~, tha :Jatioul Cit7 :J&JIIt, tho 

J.-ltaro• !rue~ Co-, the IrwiDC !ruot COIIpQJ aacl 

tho Chaoo :rauoul :Batik copioo of tbe ~r&llOJ.atioD ot fllll. 

powcro &Dc1 S\&to DepartmoDt Preu l!.oloaoo :ro. IISO clatocl 

October 2, 1939, both of W1icb are oDCloo14, anc1 aloo tha 

1DforaatioD coDtal.nocl iD the enclooocl letter trc• tha 

Secret&l'7 of State, 

To1r7 trv.l7 70ur1, 

(Si&Jiecl) B. Morpothat, Jr. 

Secro\&1"7 of tho !rUIUr7• 

J'14orol BoooM'I •- ot :rev Yom, 

lw Yom, lw York. 

Jlh-

It>i tial14t D Ellr D 1T D IIDif IB WI! lllfll 11IB 

.!C6 
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TREASURY DEPARTMENT 

INTER 01'1'1CE COMMUNICATION 

DAT8 

'"'"' 
Mr. Coallraa 

!be foNlp ezehoap urllo\ ... (llio\ \otq. 1\erU ac ..._., \e-

4.01-5/1 1014 1!.0~1/~ .... elo.- o\ ~02 .• 

bporUIIC -. !.a low Jerk -' \ae J'....,al .. ..,... leak ropor\e4 Mleo 

lo~II>C ~.000 fro• t.ha followlac oov•11 

Coeerolal oo_...ra.e. • • • • • • • • • • • • • • • • ... • • • • • ........... . ... " 309.000 
ronlp \aaD (~ _., Jar .. , ) •••••••• . .•••• ..•• ••••• l ZJ'•OOO 
fe4. IIAoo. lk. (1,5(), 1!00 froa Jlonr.,, 1,5(),00..0 tr .. ...._); . I. 100,000 

!o\al ' 6115,006 

PQrohaooo <If o\erlillc -- \e ~,000 u ill41ea- \elowa 

17 c~rolal ooaoerae •••••. . •••• ••••.. • ..•... ... •...••••• It 167,000 

Jr foNlp 'b.U. (far Jut, ..._po .... -tiL .Aaorlea) .... , I. 112o,OOO 
h'-1 i 517,000 

la\leaal -.ak of ~lei .. •• •• •••• •• • • •• •• •••••••••• • •• • ••••. 117,000 

C.atral leak of 0~•••• ••••••• •• • • • •• • • •••••• • • • •••• • • · · f 350, 000 

lattoaal ..- ot tM -.uue,Oole•la. .. ............... .. IJl•ooo 
tow f,ooo 

!boo 11111 - 1\e\eo OC'"iYaln\ ot tM loo.._ _, otlnr Fi• flcu'l' 

4l,bJI todq, Oa lopw.lllr 27, u wu 1!2.3)1, .- oa lop-or 26, 112.271• 
b low tori<, ...., .... a..._ roa.ool \~Loll' ~ prlll for foNlp ollnr 

to 35-1/11; -_,, 010 lopw.kr 27, H wu JJ-1/11;, ""' oa lop-r 26, 1\ 
•u 3,_1/11• IMN - a fall' _, of <dforlap ot .Unr !.a low tori< wlt!L 

fw W¥oro, .U ...., aa4 a..._ WN rol•\ea\ \e J'lftlluO 1arp -UUII <If 

ollnr, t.U7 tool< t!Lo alwl'llaUn ot roAuliiC U.Olr Fi•• 

.U tile tro.-rr'• pr~ f ... f orolp .u .... lla.o- aa!.a\al.all at )51, 

tboro h a pooon!Ut;r Qa\ _. oUnr - \e otforM to t.ha ~ !.a * 
.. :n fw &.,o t or :piii'GIIa.oo - - lllnr ,....._ »t. 

!be J'oUral llooorn llalo: 1otorM4 uo tiLlo "IJlii>C that tbo lluool.ao 8\oto 

B&olc to4o.T wl\hdrn $1,000,000 froa lh aooou\ wl\h \1>1 -ral, t ..... otorrli>C 

1t lo t ho Chaoo llenll:. !ho ~ore h • 14 to 'bo 111od111C IIOM7 ..... \ hall eYor ; 

and tho Chaoo Jan~< 1o 'bo1DC oal1o4 v,pon t o corUt:r .Utorc ohlcko. 
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Present: 

t.!r. Hanes 

Septeober 28, 1939 

2:30 pm 

llr . Hel ver1ng 
l.!r. Irey 

• "8 .!.\J 

Ur. Helveri~: I wanted to clear up this t hing, 
thla situation in ~uisiana so that at least if we are 
do1ng aooething that is absolutely wrong , that we are 
not goi ng to be continually blaoed !or aooethlng we are 
not responsible !or. The gentlemen you had over here, 
whose naoe I can't pronounce 

man 

~r . Irex : De Rouen. 

HU ,J[: •congressman trom the 
or t he oui siana Delegation.• 

?th District, Chair-

yt . Helvering: He came over and I had ~ talk 
with him and, in addition , there hnve been two other 
Congressmen and Senator Ellender. Of course he was 
'talking in confidence to me' -- very confidential to me . 

They have been putting up the plea that the' situ­
ation in their State is like thia: that the progressive 
element, wh1c!} they represent and which is backing the 
President lCKfp, 1s opposed by another group which is 
backed up by a syndicate of papers. 

Kr. Hanes: Tories. 

Ur. Helveringl Yes. And immediately upon 1n­
veetigation or presumably investigation of eomebodY, . 
these papers take 1t up and come out with headlines ' Here 
is another fellow on the way to Ja111 and it ' s disturb­
i ng their organization. 

(HU,Jr at this poi nt said to put 1n the record, 
•snickers • . ) 

!lr. Hslver1ng: They saY they have been to the 
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Attorney General and the Attorney General aaye it ie 
all Mr. Helvering'a agenta' fault. The Attorney Gen­
eral hD.a not told me t his. They told me th1a. 

Wall , I told them t here wa1 nothing in t h1e 
that we needed to do today and if we were Juat playing 
in the hand& of the other fellowe I wae willing to look 
1nto that , but that they muet not have any i dea the in­
veat igatione we were making were baing oalled off or any­
thing of that nature. If we found that there waa any 
statut e or any 111111 t atione that prevented ua from maklng 
a thorough 1nveatigat1on I would have no adverse recom­
mendation to make other than we tend to t he big casea 
and let the l ittle onea they oomplain about go until we 
got advice froc you. 

8ut I aaked Ur. I rey to contact Mr. Rogge, who 
happens t o be in town , and who ~ t he prosecuting attorney 
at thia time, and I will let Ur . I rey tall you what he 
said in thei r conference today noon. 

Wr. Irex: I pointed out it wa1 a buck paaaing 
proposition and had been to t he Attorney General before, 
who re ferred it to the Trea.oury and now waa being re­
ferred back. Tho situation i n Louiaiana i a entirely 
different from other seotiona. Ordinari l y our agents 
=eke an invaltigation and r eport and 1end it to ua and 
we, i n turn, aend it to the Attorney General. Up t o 
that time it is entirely a matter within our Juriedic­
tion, but 1n thie particular case, under agreement reached 
between the Treasury and the Juat1ce Department, l\ogg1e 
il in oharge of t he whole thing and the investigation 11 
actually under h1a direction, Jult a1 the Pender gaat oaee 
wae in Kanaa1 Cit y . Therefore, we don't know, of ficially, 
whet our agente are doing. They are doing the th1nga he 
wante tnem to do • • •••• 

Ur. Helvering: Detailed to him. 

Wr
1 

Irey: •••• and the reapon1ibility, therefore, 
waa hie and, wiihout attempting to pall Judgment on this 
request , it waa matter with t he Department of Justice. 
Rogge &ai d, "I aeeume full reeponeib1lity for it and eo 
far ae I am concer ned we won't atop one eeoond on tne in­
vestigat i ons. We will go right on through with them.• 

1Q9 
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He said, 'It we should stop on any investigation, large 
or emall, tor a day or two, we would lose race in Louisi­
ana. We would be criticir.ed and tne Federal Government 
w011ld . be charged w1 th backing down. fheretore, I don't th1nl< we should atop anythl.ng. • 

I told him I wasn't there to auggeat that we stop 
it or go on. It was his responsibility. Something for 
him to deter~ne . 'Therefore, I want you to understand 
it ie necessary tor ue to send these people back to you becauae H 1s your r eapoMib111ty. • 1!4 said, 'I wish 
you would have them ooae to ~ room and I will tell the .. 
1t is~ responsibility. It won't atop any inveat1ga­t1on. • 

HU,Jr: Let me get tn1s thing straight, because when this man came in and he started to tell me about 
th1a tning, maybe t n1s 1s some arrangement made while I wae gone, because I waan' t entirely familiar with it. 
See? But tn1s particular Congreuman mentioned eooe 
agent from Texaa. 

Ur. Irer: Lohn. 

HU,Jr: I s that particular agent detailed to Rqgge? 

llr. Helver1M. Yea. Ha'a one or thea. 

Ill& .Jr: Let me go back. Waa it on a certain data 
that it waa decided to give llr. Rogge a certain number of agent sf 

Mr . Irex: No, air. 

!lr. Hanea: I don't 

Ur• !rex: (To Ur. Ranee) It wae in your ottioe 
that the conclusion waa reached to send the oaae to the 
Department of Juatioe tor Grand Jury investigation. 

Ur. H&nea: Go back to the beginning when we got 
the case tlret. 

Ki. lrey: We got a report. It waa incomplete, 
but thettorney General waa vary anXious to have the 
caee referred to h1• for prosecution. 
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H11.Jr: Wbat oaeeT 

W£, Irtr: The Louisiana situation. 
Weise, ll8eatri, Earl Long, and that crowd. 

Shushan, 

H11 ,Jr: Waa th i s while I waa in Europe? 

lolr. Kiln eo: I t h1nlt eo. 

'l'hle 1e what h&Ppened, ae I recember it. Ed Poley 
cace in t o aee me one day and aaid -- I think Elmer wee 
t here; maybe someone else •• that the Attorney General 
had called him up last night at midnight, get hia out of 
bed, and said, "Have you got any thing on Smith, the Presi­
dent of Louisiana University?• , 

HK,Jr: I was here when that happened. 

1\r. lillnu: Were youT 

H11,Jr: That particular incident. 

Ur. Hnnea: It all happened in my office. 

H11 .Jr: What happened in your off ioet 

Yr. K&nea: Ed Poley eA.YI •we have a oaae against 
Smith, but it ia incocplete. The Attorney General aa1d 
'Give it to ae right away. I muet have aooethlng tol:lor­
row.•• Ed Poley aaya, •we have not got a good ca1e.• 
Elaer aaid, "'l'he caae ia not bound up. • But the Attorney 
General i naiated on having something, eo I said, •well , it 
looks to me like the fellow ia guilty. He' a already got 
nine indiot menta against him -- I mean , nine obargea -- in 
the publio press, ao we are not goi ng t he public preaa 
with aooethlng they don ' t already know and we are not 
Jumping off halt-cocked and i t'e all right , in my op1n1on, 
to give it to the Attorney General half finished. • 

H11.Jr: And then, in order to help hlm, we gave 
him eome men. 

llr, I rg: 'l'be agente working on i t were 
to work with gge, who took charge. 

H11~Jr: And out of that developed • I 1. T 

permit t ed 
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Hr• Helver1ng: The "Deduct rund 1 investigation. 

HJI ,Jr: What 1& that, tor my ~nlightenmentY 

Ur, Hnnea: I would like to know t oo. 

112 

Ur . Helyoring: I never knew about the 8Yetem be­
fore . What they did in this so- called 1 deduot fund1 they 
Just deducted from every aalary a certain percent, ~ook 
1t ou t and paid t hem the balance. 

l!r, I rex: Five and t en percent from every State em-
ployee. 

Ur• !:!!nel: For the Kaoh1net 

lolr I I rex: Yes. 

Ur. Hg:ver1ng: That came to light ln the investi­
gation and~ t 1a the thing • . . • 

HU ,Jr: That's the fellow, what ' s hie name? 

Ur. Helvering: Fuoha. 

Hll .Jr: Thia is Fuchs. What was hat 

Ur. Irey: Collector ot the fund. 

He' 8 in the hospital and t hey 881 we are pro8ecuting 
hi a while he ' a 1n the hospital . 

Hli ,Jr: Wi thout going into th1a thing -- Ur. Hanes 
&gree8 with coe -- this is the onlY oa8e I had. He came 
to 8ee me (Oongreasman DeRouen), 'Peraonal matter. • 
And wanted t o know whether I wa8 direct i ng th18 busineaa. 
! 8&1d, "No. I u not directing anything. Yea; I wae 
1ntereated in Huey Long'• case, but &8 tar aa I know every-
body baa paid hie tax. I wae oonneoted with the or1gioal 
Huey Long oaee. • 

ur. Irex: That's true. 

Hli,Jr: •And when that waa tiniehad my 1ntereat in the 
Lou1a1ena oaaea 1a over. I don ' t k.now, th1a m&1 be aoae 
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old isolated oaae.• 

But I waa lhtan1ng for the ruoba oaee, beoauae 
Ire7 told me about 1 t a week ago and I oalled rou up 
(Helvering) to aelt rou to see him. 

113 

Mr. Honea: Do I understand the pOlitical maobinea 
are aek1ng you to atop the inveatignt ion of the oolleotion 
ot pull our men otft 

Mr. Hglyering: The older it gate, the eaaier it 
will be . T ey say there are two faotiona down there, 
both Demoorate, but they aall them down there "ProgreaaiTe 
Democrats • and •conaer•ntive. • 

Mr. Hanes: The Progreuivea are the onea who baTe · 
been stealing the moneyt 

llr. Heher1r: Tber are in t he aaddle. 
bunob, they oontro the newspapers. 

Mr. Honea: But they are not on trial? 

The other 

Mr. Helnring: There ia a campaign down there whioh 
enda on January lOth. 

HX .Jr: Political oampaignt 

Mr+ Helyering: Yea. That's all they have down 
there.hey eay t hat these fellows in control would con­
trol. I ... ediJltely one of Irey1 a men appear -- tbet'a the 
newapaper men -- they would put great bendl1nee •wr. So and 
So aeaociated with Oongreae.an So and So or Senator So and 
So 1a under 1nveat1ga t1on and undoubtedly will be indicted 
and tried. 1 

HX.Jr: Let •• eay t or H, and I aa eure Mr. IIane a 
will underwrite oe , unleae the Attorney General salta , tella 
ua be wante to diaoontinue thie arrangement which he aalted • , 
tor, that we .Ul giTa: no inetruotione, except that our men 
abould go ahead full apeed. 

l!r. Hen11: Xou are 1~ right. 

Hli.Jr: :tou notice I did not aay if the Attorner 

Regraded Unclassified



114 

-?-

General tells us to atop. If the Attorney General wanta 
to discontinue the arrangement he had got ••••• 

w~ . Helveri ng: I told the~ if there was anr respite 
that did not prevent u s !rom -- of course, whet they are 
doing , pr actical ly this whole bunch is going along with us 
on this fight on the Hill . 

llr . Hanes: I won't have anything to do with anrthing 
in Louisiana. Crookedest -- I think we ought to olean it 
up; don ' t care who gets stepPed on, and I ao not going to 
be a part of aey Second Louisiana Puroheoe, 

Ur . I rey: That would be the Third. 

Ur . Hanes: I will say t his on the public street corners 
that I will not be a party to pulling anybody off and least or 
all Louisiana. 

HU ,Jr: I endorae it l~ and I don't want Guy -- let'a 
say we understand each other further -- I don ' t want to duolt it. 

Ur . Helvering: I gave no informntion I waa going to 
duolt anyt hinc . If they say tho Federal Ow ernment was pro­
ceeding along a line that favored one aide as agai nat another 

Ur . Hnn~e : lf we have a onse or can find a case 
against the ot er side, I feel exactly the same way. As 
far ao I am concerned, there are no sides in t his thing. 
They are crooka, and the sort of crooks we go after regard­
leas or whether they are white, black, yellow or red. 

HU Jr: It 's a good meeting. It has brought ~e up 
to tlate:=-4 wasn't up t o date . No question t ha t ~ou, as 
Co~~ssioner, will have to take, will have to say, Thia 
is the policy and we are going to go through with it, • end 
t ake the ti,.. to ei])lain it. These men haTe oeen loaned, 
but I would say this is e joint Treasury-Attorney General ' s 
operat ion. Isn't that the way to say itT I wouldn ' t lay 
lt at Rogge ' s door particularly. 

Kr· Helvering: No. But I ~ght supplement whet I 
have said before. They have told me that they have been 
advieed that it is po concern of the Attorney General ' s 
Office until 'hey get t he onse to proaeoute and t hat we were 
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making the 1nveat1gat1on. 

came 
!lr. ~: 'fht or1g1nal requut tOI'• thla thing 

trom t tOI'nt7 General.. 

Mr· Irtxl H1a 1nt1etenoe. 

oOo-oOo 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

SepWaber 28. 19)9 

1 . J. 'w 

Caa.oolid.oted cGDt.oacta tor alectzoic Cll1'rent are in ettoct 

in No• York C1t71 B. Y., Phil.odelpbi.a, Pom>a., aD4 Balt.aore, 1<1 . 

Under the llew York Civ ccot.ract. J8&l'l.T unit coeto h& .. 

decroued •taedi.lT ~an average ot 1.775~ pel' k:orb in 1935 to 

1.468¢ pel' k:orb in 1939. 

Unde.r tbe Pb1l•deJph1& contr.ct tberoe baa been a clecreaae 

in the 00VCI'N1181'lt rata aa orl.i1nal.J.T eatal>liahecl, rr .. 3.5¢ per 

nh ta )¢ per kwh. Cloee .uporYiaiGD hu z-.hlted in lowered coato 

for •- ot tbo lera:er uoero which, under the contract, are bUled at 

hiah taooioo ratao. 

1be Balt.iJiore cootract 1o bued oc c....,..ci&l ratao. The coat 

of current bola been rodnced recontJ.T oo acCOUDt of the fact. thet the 

Pr<>C:Ur08mt Di..U!GD requeat..s e l'edataralnaticn of d0Mn4o ao a re­

oul.t of rata atudioa. The c..,._ticD ot a ccDaolidated cCDtzoact 

ccveM.nc all Oo..,_,t ec.,cieo in the Baltiooro area ia now a Mt.­

tar cr necot iotiOil . 

Studioo and necotiotiGDo have haoD ccnatantl.T carried oa -

the Pl'ocurueDt Divia!GD in "" &!tort to exeouto conoolldated CCD­

tr.cta in variouo ot the pr!Dcipe.l citioo. Jau:b iotoratioo bae 

boon obtained tr<* other OoVVIIIIOI1t ec_,cioa, tho Poclll'll p.,.... ~ 

ldaoioo, and n.riowo oparot.i.ac c'""'"nl•a. Since Public Utilltioa l.n 

general ore controlled br Public Utlli tie a c0111118.tcno, atata len , 

or eit7 or<Unancoa, it 1o a • ttar ot ,..,. clU'fioult)< to arrive at . 

coot rocluct.i one . "l!>e Pro-t Divioioo baa epprooohecl tbo pro~ 

1 .. CD the boola ot IIICinMrina: atudJ.el aD4 the load Cbar&Ctariatioa 

ot tba oc .. m.ont nq1lir-ta. Ill a - ot -• tbo total lood. ot 

operotJJoc ·-n··· boo hac •tari&llT reduced durin&: tbo paat f • 

raore duo to r......u buainooo "ooditioco. ftia factor blo - cCliiP"nsoe 

1 ... rocopti .. to Jropo- cocoolldatiCIIo which woW.d a!toct. roclut>ed 

b1111Dca to tbe Got&lwt. 

It. 1hl0114 be appreciated if I 114Jlt, ot 7<NZ .c:GIIftlliMI¥, be ri....., 

&D O~t)< to dioOWII th1o •ttar witb )'Oil ...-
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Septeaber 28, 19.39. 

l!lliOAAllDUll FOI\ Til! SECI\El' ARI t 

With r eopaot to the attechod, the Chinese Mbeasador 

contirao that FreliCb authorities are paraittl.lla ~rauit of 

QUMoo aooclo aa befon the nr, l.ncludlJia 110toro &Dil p.aollne, 

with the u ception or JIU.Al.tio!UI. Ke outed the~ "-fora the 

nr ce rt&in aUDition ahipMllts bad beaG paraittad in a dio­

g>Uoad fora. 

Since ~hia checll:a wi th information !rOll Bullitt, I did 

not ~h1nk you woulcl unt to cable our Consul in Indo-China 

tor fUrther intoraati on. 

Joseph p, Cotton, Jr. 

Attachloent. 

117 
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Present: 

8eptelllber 28, 19:59 

11145 a. !II. 

Wr. Cotton 
lira. llotz 

r·Jr: This is a cable from Bull1tt. 
1t and l explain 1t to you. 

118 

You read 

CAll uP the Ch1neae Allbaeaador and aalt h1• 1f you 
can ooM up to aee h1111. Tell h1a I telephoned 8uU1tt 
and we got word baolt. I don't ltnow who Wr. Leger 
(mont1oned 1n the oable) tat 

l.tr. Cotton: He' a a fa1rl)' proll1nent fellow 1n th.e 
Foreign Ot:!'1oe. 

Hli,Jr: And l>bat Bull1tt tell& ue they,aay 1t 1an1 t 
eo and un1eee the Ch1neae oan get ua more det1n1te informa­
tion there ia nol>h1ng we can do about 1t. 

rr• Cotton: I take 1t that he already ltnowe that 
you too 1t up with Bull1tt. 

Hli ,Jr: He told ae that aun1t1one, gaaol1ne and 
truolte were no longer allowed to go onr th1a route. 
Weren't you hare? 

Mr· Cotton: Yea. 

IIII ,Jr: They nn·er allowed I!Un1t1one. The queet1on 
gete down to truolta and gasoline. 

Mr· Coston: And you toolt 1t up. You &lilted Bull1tt . 

"§ •Jfi¥ I &lilted Bull1tt and the rtoenoh eay it tan' t 
eo. An don' t you &leo, through llerle Cochran, get 
ott a cable to our Conaul at the mouth there, at Haiphong, 
and ult h1• whether they a re atlll perll1tt1ng truolte and 
gaaol1ne to go o.er th1a r ailroad or not. Can l f orget 1tt 

Mr· Cotton: Yea. 

oOo-oOo 
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J'Rall Aaer1oan Jilllue:r, Paru, J'ranoe 

DJ.'l'l: 1 8eptellber f!!1, 1939, 8 p. • · 

110.1 2218 

PEII!O!W. FOil ~ARY M0f\811'1'11AU. 

TodaJ I eaw Leger and aaked h1a tor the taota r egarding 

the report wh1oh :rou telephoned to a e :ruterdaJ, Lager aa1d 

that the rutr1ot1ona to wh1oh :rou aa4e reference bed indeed 

been 1apoeed eutcaat1call:r tor the tiret three da:r• tcllcwlng 

declaration ot war b:r J'ranoe. Rovner, he ea1d the raatr1o­

t i one bed been reacTed arter three daJ•, and transit wae 

now going on ae before war wu declared. 

(Jl'f l j:)] ll 

~u.l ~ ';. "":> 
E.L:LIIW 

~~ ,.,, , • ., · t' j, .. t 

' ~---: 

BIJLLI'tT • 

• 
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TREASURY DEPARTMENT :20 

INTtrR 01'1'1Ctr COMMUNICATION 

DAT• Sept • 21!, 19)9. 

SobJeot : 

llote: Data n eJQM»Z't aaloo o1aoo lepueer 1 han bon ftJT 

tl'apoat&JT. eo .. tra48 "porto •neat, uwnr, 
tbat a aoo4 oJQM»rt baoillooo 1e -..111g 4ou ua4er eonr 

1a meat aD4 - 410&1'N IJ'&1ao, bat tho aotual -UIIt 

ot tu aalu o-t 'be aaoortaillo4. 

Sept. 1: 

Sept. 71 

Stpt. II: 

8ept. 91 

Sopt. 111 

Bept. 12: 

'l'b.e 407 0ol'll&ll7 1llYIIih4 Po1aaa. L1Yorpoo1 ~t 

4Dll. ~&48 at a otaD4oU11, with all orto" of 
ouh meat 111Q4ran. 

Baloo of O....U&D wboat tof.o7 for olll;port ••U•to4 

at •• 111111oa lluUl.a. (l>oaU•Uoa aot otato4.) 

A aoaro1t7 of boata 1o 8lowtac ap oaloo of O••adlen 

ouh n-at for oJPOI't bat ola1pp1DC faoU1Uoo a" 
aYallahlo for Ootobor aD4 later. 

&.port aaloo of Oeaeasaa n-at oot1llato4 at aboat 

~.ooo ba1M1a. ~~enq nppo ... u han tun 
120,000 lMaiMlo. '1'lW ~UP .-&11t7 at thio meat 
ll&kea 1t 4u1rablo tor a1lt1Jia with otur ..,.ate. 
It wao r.porto4 that ~1&11 llilla ha4 boo& ro­
q11Uto4 W aae Oal7 10 par out OaaeM&D .... at 1a 

th.a11' 11'1114 tor tlaa p"oaat . flU• w1ll ro4uoo tho 
aoo4a of 111p0Z'to4 wboat to .... onoat. 

l'orU. ola1.-.ah laat wooll "" onr 10,200,000 
baiMla. Ot th1o ..,., onr . ,1100,000 nro troa 

•ortll Aaor1oa. 

Bo hropoaa «••·"' for nod at P"Mat 'llllt 
u;pooto4 oooa, .. OJQM»Z't 'IIIIIUMU r.porto4 OD 
Ua1to4 ltatoo or OaaaAl&D wboat. 
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Sept . 13: 

sept . n: 

Sept. 15: 

S.pt. 16: 

Sept. 18: 

121 

lhq1.JIC •- 1a oa roport. tllat tbo loTid Qonm­
••t ~ Ol'UI'M all llhipo oa ro11to to Jaelaa4 to 
l'Otlll'a to -.. porh aacl oa ropono or a 1arco 
u:pol't fta1Do .. oa lluitoba tlboato. 

It wao ootS...11o4 n&t oalo o or O...Uu '~boat DD4 
nouo totallo4 allo11t 1,000,000 buMh. u 1a 

ua4erotoo4 that llhi~h Will be nl!lo4 to lluropa. 
loDe oaloo or 4oaooUo no11r Npol'to4 to Oontral 
Aaeriea DD4 1'oot IacUoo. 

laallel' Blaok 8ea DD4 ArpDUDO wboa1: llhi)IMDh 
helpa4 otNDC"'boa balli eb oaUuaoi.-. Tol'J little 
Wboat llao oloai'04 f- lluoe1a, wh1olt. loa4e tbo 
tra4e t o ~alien tbat tboir erop wao ...U. or thoJ 
al'O b111l.41.JIC Q l'OMl'ftO. Brooalaall ..,. that tba 

oatiro Tol«a roc1oa .uffol'04 troD osoooo1To boat 
0114 41'Jao .. th1o ._r. 
OaaacU.aa aarkot1J18o ot aow tlboat eoaUauo4 lt.oaYJ' . 
lbpol't oaloo ot Oaaa41u Wboat aa4 nour aca1a 
ooUaato4 at al.ooo to 1,000,000 'buobolo. 

It io - 4of1D1to1J DDDOUee4 tbat tor tlle l'ODD1a-

4or ot tlle war all of Aaotl'Olia1 o wboat erop ..Ul 
be purohaoo4 ~7 tho Oo-D'ftaltlt. pTOmMDt 0114 

aal'ltoto4 tbroup a ooaptalool'J pool. 

It io 41ffioul t te cot -= 1DtoraaUoa r­
hrope oa olQ)Ol't buo1DO .. but mat little 1Dtozoaa.­
Uoa 4ooo eoDo throup 1D4ioatoo that tbo buo1Dooo 
1a aoot17 11114or con-t oupal'Tioioa. Bolland, 
1t wao ropol'11o4, hao ollal'toro4 tin ohipo to Oa1'1'J 

cra1a troD tho Ua1to4 I tate o. 

J>uriJIC tho 'ftolt a oolloi4orablo _ .. , ot llaDltobao 

"" worb4 to Aatworp 0114 Bottortaa •4 otbor 
porto 'but aonal -uto aot obtalulll o • 

.t. tl'Otpt rate of 6o ooato par lllaD4ro4 or )6 ooato 
par bllAal wao roporto4 pa14 tor a libi)IMDt ot 
'ldloat troD .. w ron to ........ wlllolt. o~roo 

with a rate of 111- ooato par linN' o4 or 8.11- ooato 

par lMAal a aoatlt. ap. 
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Sept. 22: 

Sept. 25: 

aql..,. •u .... .,._. •=ktal b4UI'loe ter laJ'p 
quauu .. ot 11Mat 1a .uw-u... n 1e -.. 
to pt &otaUe ... •• OQOft ·~•• ot Oeaeftaa 
-.at, nt 4uJ'1ac ..._ C:' t1.,. «ar• u 1o .. u-
•t.a ad oaloe .._.. a .... ter at lout 
2, 000,000 \NAele, 

Oeae4e lNJIOn.a OQOI't ealoe ot aM11t 200,000 
lNiillale. .. ealoe ot &GMeUe tdleat lNJIOno& 
, • .., tor oqon. Al'pJIUao ehl,...,, tor tile 
ftell:. an oet1aat.a at • .,.. 2,500,000 wlillale u 
Pla1aet 171, 000 hlillale ter tlao •- w=k laet 
7oar. Blaoll:. loa eh1~ah wn Q2,ooo w*-le 
OHpaJ'O& n~ 1,9",000 balllele a 70&1' .... nUl 
ao .u,...,, lN]IOfte4 troa bee1a. 
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Kqon ~• tOJ' wboat '"1'7 ~·•· laloe ot 
llaaUobae npone4 at a-.ut 100,000 nllle1e. 
Jl.oneate 1e npone4 to._, etol'liiC 101'10 .-u­
Uoe ot lftla 1a 1J.&Iltore oe tllat Tel7 tow bars•• 
an a..Ualllo 1io .. .,. wbtat ..a OOI'Il tor upon. 
!bo ao-•• to 0.ftl&D7 hae ~oft& tiP• 

!bo BJ'lUeb O.ft--' wee lNJIOI't.aft71PI 'bo~ 
41'1••'1ao ea& Aael'loaa ooftl, &114 ealoe ot .... l'lou 
oon oeU•te4 at 1,200,000 1NIIbo1e wt DD11 
4et1a1to17 ooftt11'Dt&. 
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TREASURY DEPARTMENT 123 

INTER 01'1"1CE CONNUNICAT10N 

10 

,_ L 1. ralq, lr. 

a.a brle ilwal£1 y to r.y= Ppwpy 

Ill'. 11obud Iaoe ra1 ... WI> qoeati ... llitlo. nas-ot to ille ..._ 

.llmuitioa. 11Dder i11e uw !re&t;r tM ......UtJ.ea uooat to $430,000 (or 

430,00Jbol.Mt.a) • TMZ: Mc!••1"C 111\b 1934. llodar tM or1&1Ml !re&t;r 

tba7 uooatad to tl!SO,OOO a TMZ:• ,.... ,_u ... ano 

(1) Will ille 1180,000 d1tten11ca in the &lllluitJ.oa i ll ille tutve 

bo paid to - or ille .a-n. ..... boldera ot - boe4af 

(2) Will ille a.r.c. or- otller ...,.~•tal..- poarobue 1M 

propooed iaaue ot ret'uDd1Dc looDdlf !be rat'uDd1Dc acree•nt be-11 Ino•'• 

P'O"P &114 -· w!Uolo aero t n:plrM 1a ~, 1940, &114 """•" w!Uall 

-.re-11\ ille $430,000 ......Ut;r ia pleclpd to ille P'1JIIIIt ot tbo looDoSa, 

llltelll to tea ille aalo ot aloont 5I Jdl.llca olollara ot - boD4a at a ftte 

oot oxc""h& 3l s-r -t. IMe r .. :u Uoat tbo prl .. te ..zt.t 1a ~ lillal7 

to aboorb nob bcoo4a at IUOh a .. te &114 110uld lJ..D •- a.....-at ..._ 

liD the a. r. c. to ~ tbe looD4o. 

oar be1M·• 

(1) bad1tJ.-.J.l7 ille "ate llooputMDt oertJ.tiaa to • to - tbe• 

""'"- &IIDDlUM an to.,. ....... 1a _ , -"-• 1o ~te an .... 

1111\11 attar~;; c oal ... ....UtioaU• '-' tbe o-J'al Au aU., Ofti• • 

.. ll1aill7 follow tbe ftate lloopu1oooM\'a laa\fte\1 ... u4 tbe oerUtioaU• 

ot the ~ C1e1ooa1 1a .-J<1ac tbe ,.,_ta. ,......_.., W.U.. 

Regraded Unclassified



-2-

o4dt e4 'f<1tl llr -'ideaUal lAtter daW April 10, 19.)6 1a np1T ~ aar 

l.JI(uirl•• tb&t ,.._- acl"M4 tbat tt. wbolA tuo,ooo aaauit;r .. ~ 

bo p&J.d .,.,. .. tor tJoo ba.t1t of tba 'bcoo411ol4oro. Il tJoo Sate llepu~Mat 

io nllilll ~ adrlee IAoo ot t bil, 11101 obould be oaeplotol.7 oat1ot1od "" 

bit tirat 1.Dqu1J:7. M I ••• U, tbe -t tbat we o"'bt ~do io oua11t 

to State tblt it &111>0\mOI tbil t eat 1 0 •• ~ quiet tJoo tl&l'l or '-erioaa 

boadholdel'l. The 1860,000 w!Ucll .. l'IOIDil.7 paid dil'1otl7 ~ ,.._ .. 

to roillbDl'lo ,.._ tor &D ~ ...,..,t w!Uob - bu paid oDt or ito 
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on tuDda dlll'1.1ll tbe lut tow 7l&l'l ~ tJoo boD411ol.s.l'l. lAce doll D<>t l'liM 

oi>Joctioc ~ tbil r-1M"t ~ "'- liooa \Dllr tba .,..._, w!Uob bia 

-MAlo rltb - tJoo 1860,000 .. to be paid to ........ 

(2) 11 tb roopeot ~ a Goft..-nt aa•oq plll'Cbuilll tbl oew bade, I 

ouuut tbat wo put Inco 1D touch with Claude 11u1ltoo or t t. II.F .c. It JOU 

rlob I oball be baPPT ~ opH]< to lllolll.ltoc 1D adftDOI aod arrup &D appoiD~ 

fiDt. ICr oftbaD4 iapreeeioo i l that tbe CloYOl'IIMDt aaanoiel &l'l Dot 1D & 

poo1 tioc ~ plll'Cbaae tbl rof'tiDdiD& boada • 

fl-'-rj . 
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TREASURY DEPARTMENT 

INTI:" Ol'f'ICI: COMMUNICATION 

TO 
Secro\af7 UOrcoa~ 

'"'"' I, B. Ba41•7 

1!!11 
Sop\ , 22 

!!ID'QI 101 IWJ:WM!lOI JVa 

.tu!B1. 1Im. 

$ aeo.ooo ~?/8• 1966/60 

150,000 ~3/4.• 19r.8/83 

300, 000 ~3/4.o 1960/M 

80,000 ~?/8• 1955/60 

1ga.ggg ~3/4• 1960/66 

$ ?83,000 

p., .... , 

l£.lU tli21 
100. 11--9 101.2t 

99.9 100.215 

99.11-9 100.215 

100.14. 101.2t 

99,14 100.215 

Oil lho -· <>! pr•••' prlcoa, the 6ollar ftl!M or \beH 

purchaooo b - approzaalf17 $12,000 U..e \ll&t at \be U• 

cr purcbaoo, a pia of • ....,., 1-1/'Zf.. 
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FS 

scc1·etary of 3tatc , 

Wult1ngt on . 

1956, Sep~rmber 28. 

PLAIN 

London 

Dat Ld September 28, 1S~9 

Re~ • d 12 : 40 p.m. 

POR T!lEAS•IRY PRO!! BUTTERWORTH . 

1 . The &nl< of England reduced tb£ discount rat£ 

!roo 4 t o ~ per cent today . The las t tiM£ the rat e was 

126 

at ~ per cEnt ~~• Apr il 21 , 19~2 . ~~il r eduction somewhat 

mit igated thE effect which the lttavy t ax increas es bad on . 

thE otocl: exchange •. 

2. The London press reacti on to thE budgEt i s of 

i nt erest. 'The FINANCIAL TIMES editorial for example 

cont a ins the following sEntencE: 11 Thtrt can be no 

shadow of doubt that by t h£1£ ~cans ( incrtaata of taxes) 

the ChancEllor will achieve tht very necessary obj ect of 

cur tail ing priva t e expEnditure 1n order to givE the govern­

ment fret scope tor securing tbe aup?l ita nt e casary tor 

the cam- a1gn. • On thE other hand th£ FI!IANCIAL NEWS 

Edi t or i al aftEr pointing out that thE ~argin of inCOmE 

l eft after taxati on to a man witb two childrtn and an 

incomE Of ~150,000 a ytar iS rEdUCEd by 44 per cent but 

f or t he r~n wit h ~1000 a year i t is reduced by only 7 per 

cent obscrvcs tba t obviously tb£ new taxation will 
sEriously 
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PS 2 -Ho. 1856, Stpttmbtr 28, troa London 

striously rtduct thE consumption of tht rich and thus 

stcl•rt th£ ChancEllor's objEctiVE but that tht pErcEntagE 

reduction for th£ lowtr incomE rang£ is small , 1ndt£d 

at thE ~500 a ytar lEvEl it is only 4 pEr cEnt and in 

thE cast of a marriEd man with two childrEn tarning 

L300 a 1tar or lEss thtrt is still no dirtct taxation 

at all . "It apptars that a turthtr rEduction ot tht st 

lowtr class ' s consumption is indicatEd." It furthE r 

poi.nts out that according to Colin Clark's tat>~~tts 

of consumption which total around ~. 300 aillion, roughly 

65 ~tr ctnt is spt nt by tht ptoplt with incomEs of l tss 

t:1nn b250 and 35 pEr ctnt by tht rtmn1nd£r . In a full 

ytor thtrEfOr£ thE incrEasEs in dirtot taxation wil l 

rtduo t tht consumption of tht class tarn ing ovtr i-250 

pt r ~nnum by somt bl60 million whilE indirEct taxation 

will t~t b66. 6 million mos t or which will comt from 

tht lowt~ incomE group. ThE total tfftc ., of tht ntw 

taxat1on will bE to rEdUCE const•m;>t!on by about 5 ptr 

ctnt ar.d this figurE will bE rtductd to thE tx tEnt that 

t ht rich draw upon savings . The tdt torial concl udts: 

" It' tht ChancEllor still maintains that no ntw taxEs can 

bE i~postd t h En obviously not vtry ~uoh mort can bE donE 

than h£ has donE. But thtrt must ' lainly bt a grtat 

doubt whEt hEr his thEsis is corrEct . 'llithout nEw taxation, 

somE 
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acmE rEstriction of consumption by inflation is i n ­

EvitablE and EVEn thE EXCESS profits tax - an admirablE 

way of chEcking somE of thE untownrd ruults of infla­

tion - will not prtvEnt thE in justicE& and inEquitiEs 

which nrc bound to arisE . " 

The follo~1ng is qu~ttd from thE TIMES Editor ial: 

"All; l"iss1vif13S which may bt t'tlt ar t not due to o.ny 

atnsE of strain or to any objEction to the Chonctllor•s 

obvious desirE to ' pay- os-wr-so' no for na p~K~~bll , 

Put accoraing to his own figurE s h E proposEs to takE 

wEll ovu• onE quartEr of thE nc.Uonal income by taxa-

tion and o.nothEr qunr tcr by borrowing 1n the current 

ytnr . It l s clrorly i ncumbent on hinl to consE rvE ooth 

thE oovrcts of his rrvrnut n.nd thE ltvEl of thE StatE' s 

crtdl. t . :!E hilnsElf npptnltd to indi vidunla to cut out 

ell unntcEsso.~t ca?i tal ExpEnditurE 1n o~~tr to hnvE sav­

ings to ltnd to thE Govtrrur.rnt . ~l uiu quution 

thereforE which arisEs out or tt£ ;,·•t:art is whether he 

hns really fulfillEd his profEssEd intEntion of taking 

n long vHw . " This td1 torinl alSO con to ina thE following 

pnsongt : "As for t hE mo.i ntrnc.nct of crEdit, yEsterday ' s 

SpEECh containEd littlE undEr t hiO hEO.d EXCEpt the appEa l 

to tcpnomizE ond to l end . But this quEStion is vi tnl to 

success rul wor financE . OnE or thE mnin Errors dur~g 

thE lo.ct wo.r wos t hat the Government pllid o.n EXcEssivE 
pricE 
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price for its internal loans , In this war the question 

will have t o bt tacklEd boldly by new methods and perhaps 

by new minds . " 

The view of the Socialist DAILY HERALD is that th£ 

rich havt not been soaked enough and that the poor wi l l 

feel t~1e incrttaeed tax on sugar and beer exctssivcly, 

Tl!E DAILY !.'AIL btl1tvts "That the large all-round 

increases in taxation, in!lictcd without warning, will 

~can a further severe dislocation or trade and industry , 

A more gradual approach to these hi&~ tnxation ltvtls 

woul' have better served tht inttrcs ts both of the 

E xcht qutr and of i ndus try , " 

ThE liberal N~W$ CHRONICLE city Editor who heads his 

col>•mn today "No inflation budget" considers that "The 

prcncnt bud ' tt is the best possiblE 1nsurrunct against s ub­

stant i al inflation . I t docs attt~)t to sweep into the 

exchequer and make available ror war pur~ats every , cnny 

or the a·~rolus income of the indivic!\lal, and that is tht 

only possible me t hod , as the Chancellor so well showed in 

hie speech, of preventing t~E d1aaatrous ria£ in prieta 

which wo .. ld result from compttltivE bi dding as between 

Government and citizens for the ava1l ablt supply of goods . 

These extracts from thE prcos J.ndicatt the diversity 

of opinion which is less significant than might bt supposed. 

That 
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Tbat thE moat sEvErE criticism comEs from thE TilES and 

thE FI!'l.::~!.\L : E'I.'S th£ GonrnmEnt•a s taunchut aupporttr 

and ~oat ardtnt cri tic ia howEvEr nf i ntErtat. ThE 

poi~t mad£ by ~l>E FIJIANCIAL NEVIS that tllXat1on high as 

it ia will not bE autf icitnt to curb consumption to 

tllc lEVCl3 nECESSary to avoid inflation and thE TIMES 

point with rt3ard to thE fundamEntal problEm of thE 

borrowin~ ~rogram art constructivE contributions to 

thE budgEt diaeuaai~ns , 

CSB 
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TREASURY DEPARTMENT 

INT&Jt OP'nC"K COWNUNICATION 

•• Seoretarr Morgenthau 

.... l!r. Burge ee 
Memorandum 

••n September 28, 1939 

I had lunch today With aeveral aembera of the 
Federal Reserve Board and Staff. Ve diecuued pouible 
rreaaury nev financing and the)' approved the plan ve 
diecueeed this morning. 

The)' alao aaid they eav no obJection to the 
H.O.L.C. purchasing aome of the l-l/2 per cent bonda 
ot 1945-~7 t roa time to time in the market vhlle it vaa 
below par. 

I reported to them With reenact to the reference 
to tp6 Federal Reaerve policy in the Secretary ' • preee 
conterenoe laat week and t oda)', and they were quite 
oatiatied. The)' particularly liked what appeared on 
tha ticker thia morning. 

I alao reported our diacueeion of the meohanlaa 
ot reporting Treasury purchaeea tor i ta varioua aooounta, 
and they agreed that no change in procedure wae desirable 
at th1e time. 

Va covered a lot ot other territory ot lea• 
imcediate consequence. 
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!!l!Jr: Hello. 

Operator: Oongresaman Rayburn. 

H:~Jr: Hello. 

S&!l 
;tayburn: Yea? 

n;~Jr: Sam' 

a: Ye a, Henry. 

Septe~ber 28, 1939 
10:58 a . m. 

~:!Jr: Did they tell you I -- ve got that tellov taken care 
on 

:l: Yeah. I called the General yeaterde:y and asked h1r4 
it 1t vas over there and he ea1d the President had 
just signed it and that's tine. 

'il!Jr: \/ell, I Just •••..• 

132 

R: I told the folks up her e and they're very elated about 
i t . They like t he old tellov. 

H:·!Jr: \'I ell • •.•• . 

llell that ' s nne. Thank you, Henry. 

!::!Jr: Okey-doke. 
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Hl!Jr: Hello. 

Opera tor: Chairman J:ooll•• 

Hl!Jr: Hello. Bello. Bello. 

0: He ••• 011 there. 

Outt1de 
Operator: Juet a moaent. 

Kl'.Jr: Hello. Hello. 

0uU1de 

leptHber 24, 19)9 
lll58 •••• 

Operator: Just a aoment; l'a tr1ing to gat h1a. 

!i11J r: 8bal.l I hang up' 

0: Yea, bang up; I ' ll ring TOU baok. 

ll:59 a . m. 

HMJr: Hello. 

Operator: Clh~run J:oolea. Go ahead. 

Hl!Jr: Hello . 

Marriner 
i!ool .. : Ballo. 

l:lCJr: Marriner ••••.. 

!!: Good aol'!l1ng, Benr1. 

HliJr: Oood IIOI'!l1ng. !hank 10u tor that Ye17 loYelT letter 
Whioh I • •.••• 

E: Vell, I -- that letter happened to ba diotated When 
batore I tallted to TOU on the phone 80 I Juet let 
¥ SO· 

HliJr : Thank :rou 8o .uoh. How, x.rrtner, Duttield told :roa 
about lilT preu oontarenoe. 
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E: Yea, he did and I told him that I vas very muoh 
pleased the vay you • • • • • • 

!C!Jr: \~ell •• •• • • 

:: : •••••• --the vay tbe th1ng vas handled. 

1l!I.Jr: I ....•• 

And the v1gor 1n wb1oh you •• •••• 

lJ.!Jr: I gave them plenty I 

~ : Vall , somebody needs 1t. 

134 

~:J.:Jr: l!ov - - veil I told theo there vasn• t a so1nt1lla or 
truth to t hls -- t o t he art1ole, t o t he stateoent. 
I oan 1 t go any further than that. 

E: That's r1ght. 

FCIJr: 

-. '" 
l!:!Jr: 

£: 

E: 

Nov the other thing is thle: 
the way 1t is, then I'd l1ke 
executive committee •••.••• 

Yeo . 

It the market continues 
to mee t vith your 

•••••• either l~ondsy or 'fueeday. 

Um-hm. 

And I thought you might be thlnlt1ng about it. 

Um-bm. 

To diseuse the retunding or theae Deoeober notes . 

Ue~-bm. Well that 1 s -- either -- either day would 
au1t me an4 I 111 - I'll -- you ..... 

Well, thls 1a what -- thie ia Vbat we were thinking 
about . It things continue aa good aa they are, 
we ' d like to announce it 1n the papers Wednesday 
morning. 
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And tMn han it run aa7 Vedne.c!&7, 'thurede7 and 
Frida7. It would be lt1nd of oloae . 

Ua-hll. 

8o -- ah -- how about 'l'ueada7 morning around elenn 
o' oloolt' 

Tueada7 will be fine tor me and I ' ll go ahead and 
oall a meeting tor that t111e. 

135 

!!I!Jr: I th1Dlt eo. 

E: Subjeot to oanoellation i n oaae the .arltet --&h • •..• 

K!!Jr: • •••.• ohange a. 

E: ••••• • ohangae to whore we felt-- feel it e~ould be-­
aotion ahould be 4elaJ&4. 

HI!Jr: That' a right. 

E: The -- pereonall7, I -- unleaa -- unless there 's some­
thing happen• in the foreign neve of a TerJ d1eturbing 
nat ure I-- I don't -- I think tb&t the-- that the 
vorat ia onr tor the time being in t hU market . 

l!l!Jr: Well va could do tiva :reare nov at one and a quarter 
one and three-eighths. 

E: Yea. Yea, I don't think there 'd be a bit of trouble .••.. 

ll!!Jr: 

E: • • • • • • 1rreapeot1Te ot what - rou eee, 
ve hann' t been 1n t he bond urltet 1n an7 - I .aean 
in the note -.rltet 1n an:r oaee. 

l!l!Jr: I lalow. 

£: !'he onl7 - onl7 t1118 we were in the note ~~&rltet wu 
juet tM tiret 4&7 or two and unoe that u .. the -
our oper ation• have been oonf ina4 enti rel:r to the 
long bond• beoauae that' • w ere the wealuleea wae. 

IIMJr: Right, 

Regraded Unclassified



E: 

~!Jr: 

E: 

!!~.Jr: 

E: 

H!!Jr: 

! : 

r::Jr: 

136 
- 4-

And -- and so that t here has been -- t here nas been 
no interrerenoe w1 tb the note market all -- ul during 
the l ast two weeks and the note market baa -- bas .-ratty 
well stood on ita own teet and around those levels. 

That's right. Well I-- now I've got another matter 
and this -- I ' d l i ke to talk to you 1'1rat as an in­
dividual , then lt you think you should paso lt &long 
to the Board why you oan. See? 

Yeah. 

There ' s an all - - 1t Will take me a minute to explain. 
There' s been all kinde or maneuvering around this 
town by various people who would like to represent 
the Frenoh and the Brl tiah in their purchasi ng. 
And the President and myself have told the rrenoh 
and the British that we'd like to have them torm a 
corporation like the An tor g tor t he Russians or t!le 
Universal Corpora t ion tor the Chinese, which is -­
and do their own buying. 

Um-hm. 

tlo oommiasiona, and do it direotly. What t hese - - tor 
instance t he Chinese do , we don't advertise it - when 
they get bids tor -- for a thousand t ruoks they bring 
those bids over t o the Procurement Division or the 
Treasury and we let theo kno\1 whether they are 
getting a good price or not, yQu see? 

Um-hm. 

And we've t old the British and the Freno we'li be 
glad to do the same for theo. Nov, l!r. Aldrich oaoe 
down to see t he President and wanted to knov couldn't 
the Chase re~reaent the British and t he President 
said, "I thought you were a bank; I didn't know that 
you were a merchant. • Now- which leads me up to 
this point• During t he war the Unit ed States Treasury 
asked the Federal Reserve aa i ta fieoal agent i n Kev 
York to open an aooount ror -- well, I know or one 
ease, reparations ootllll1aaion, and I understand it ..... - ­
done a number or t il:lea. The reason that we want to 
do it t his vay, we found, tor inatanoe, eo2e months 
ago when ve wanted t o get a copy or t he forme or bow 
the Br1t1eh were buying t he planes for the French, 

• 
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we were told informally by the Fed. or New York that 
it would be embarrassing to give it beoauae they were 
acting as the agents tor the Bank or England. 

\le 1 ve asked them, it you do this as our fiscal agent, 
we want it distinctly understood that anything that 
the United States Government wants to know about t his 
account - in other words, what the French and British 
are doing - is available to us. You see? 

Um-lll:l, 

In other words, what we're tryin5 to do is, so that ir 
let's say the French or British will rush in and buy a 
lot or one kind of caterial and it ' s in competition 
V1 t h eooethlng the Aray and Navy wants, we want to 
know it so ths.t eooebody rroo the Governoent can t ell 
thea intorcally, "Please lay orr.• . 

Well it ~~ey orge.ni~e t~At separate corporation like 
hae been suggested and they oheck the -- the purchases 
wi t h the Procurement Division, it secas to me that t r.e 
Government could - - could ask the 9ritish or the 
French certainly to keep us adv18ed ae to wbat t heir 
purchases are to avoid that competition. 

Ri ght . ~fell Jus t to have e. double check, it they 
have a -- the account with the Fed. in New York, you 
seo ...... . 

Yes • 

•....• then we know how mueh money i s there and we know 
how it's going out and all the rest. 

or course the vay I 've looked at •..•... 

But I wanted to explain it to you why we were doing 
1t in what might seem a little bit out ot t he ordinary 
an4. . • ••• • 

Now let me understand, you -- What -- what -- What 
you ' re doing, you're asking the Bri tish and the 
French •.. ... 

No, I'm Just going t o suggeet 1t. 
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E: Yeah, you're going to euggeat to the Brltlab an4 t he 
French that ther open thie epec1al aooount •••••• 

!!I'.Jr: Yeah • 

~Jr: 

l!llJr: 

E: 

Hl'.Jr: 

::: 
!i!!Jr: 

S: 

HJ.!Jr: 

E: 

lll!Jr: 

• • •••• at the rea •. ..... 
Yeah. 

But whet name would 1t be 1nt 

Well , I don't know-- 1t would be 1n the name or the 
Br1t1ah GoYernment. 

Yeah. 

The Br1t1eh Treasury. 

And that aooount would be their purohaae account . 

'i'hat•a r1gbt. 

It would be a t no pr1Yate bank. 

That' s r1ght. 

And the-- the 1ntormat1on v 1th rererenoe to . the1r 
purchases , would you want that without t heir consent? 

No , .,.. would tell them betoraband that 
explained that t o George l!&rriaon. 

E: -r.e. 
I!I!Jr: 'rhat havi ng the account there that account 18 -- 1 t'a 

1e an open aooount aa tar as the u.s. Treasury 1e 
concerned. 

E: Yee. Vell , 1t abould be. 

!!I'.Jr: No, but the re-. oonal dere that 1t 1t' a - - unle•• 
t her're acting ae our r uoal agent that 1t u not 
the 1ntoraat1on UDder anr -- 1e not a•allable to 
ua . 

E: Vell but 1t'a -but 1t the -- 1t the Brltllh and 
the French OoTern.ent •• • ••• •• 
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!il!Jr: Yeah • 

£: 

l!lo!Jr: 

E: 

h1!Jr: 

£: 

~= 

¥.!~Jr: 

E: 

r.:!Jr : 

E: 

H!'.Jr: 

~!Jr: 

E: 

E: 

•••••.. are will i ng to make it available • •.• . . 

That' a right . 

••••••• then Fed. - - then Fed. certainly don't object 
to making it available. 

No , no. They -- and --and Harrison i8 perfectly 
satisfied if they do it this way. 

Yell I would -- I would personally eee not the --
tor inst ance, it George-- it George i8 8at isfied •••.• 

T!ult 1 8 right. 

He 'e t he -- he's t he d1ttioult one. 

No , he's entirely satisfied. He' a had twenty-tour 
hours to t hink it over and I gave hlm plenty or 
time and he called me (line noi8ea ) -- hello? 

Hello? 

He called me back; he said it' s a l l r i gh t as long 
ae you write me a for mal letter asking me to do 
this. 

Yee. 

I eaid, •Vell , I' m not going to aak you formally to 
do lt un\il the British come and aak me formally.• 

Yeo. 

You see' 

Yea. 

Nov, we're not eay1nu to the Brltlah , "You've gQ! to 
do lt thls way.• We're eaylng , 0 Th1e 18 a pr1v1~ege 
which we're otrerlng to you.• 

And or course you won't have to eay, "You have to.• 
They'll -- t hey'll accept t he suggestion. 

But you see, v1th all thle th ing -- with all t hese 
J.P. Morgan, and Chaee, and all or the8e people 

• 
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HMJr: 

E: 

ll!~Jr: 

E: 

lll!Jr: 

... 
~ . 

!ii!Jr: 

E: 

Hl!Jr: 

1orubllng, thU 11eana thlt theae people are goi ng 
to get a 1quare deal and we're going t o know what 
they're doing. 

Well , I -- I , personally, think t hat that -- that 
it there'• any question about thia that I -- I think 
t ha t - - that this Government would be very derelict 
to permit th1e -- to permit the matter to be handled 
any other way. 

f'1ne. 

I can 1 t imagine an;y other to reign government in our 
poa1t1on ••••..• 

No • 

•••••• letting private f inancial people get in on - - on 
mattera or auoh publi c - - auch a public nature and ot 
euch a -- a matter or great public intereat. 

But t hat wasn't eo under the Woodrow W1leon. 

No, t hat wasn' t, but we should have -- we should profi t 
by the mietakee. 

tlell, that's .mat we•re tr;yina to do. 

Now on-- there's-- doea th11 thi ng that I have bad 
in mind tor a long While it we aver got legislati on, 
and that 1a that t h1e -- that the Board here should 
have the power to require that al l foreign Gover n­
mente and all foreign cent r al banka - aee - doi ng 
bua1ne1a i n this country muat do aa -- we could re­
quire tbat they do all or their buaineu through the 
Fed. See? 

Yeah. 

Nov, we 've been up aga1nat -- you take the Ruaaian 
Government here had ...••• 

Could -- could I d1scuea that at -- at greater length 
with you sometimet 

Yea, yea. I • ..... 

I-- I Juet wanted •••••• 
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Tbla ia -- th1a -- th1a auggeation ot 7oura 1a - - i a 
just along that idea. 

Nov may I just - - do you teel that you ohould paaa 
th1s &long to your Board' 

~/ell, I don ' t thi nk 1t m&keo a great deal ot dit­
terenoe. I would -- it you had -- saw no object ion 
to it, I would like to pasa it on t o them. 

O. K. 

Just -- I ' d like them to teal t hat they're 1n on 
these t hings. They bear them on the outaida and 
it's-- it always helps me in mY relationships. 

All right. 

So it you oee no objection to it -- I don't have t o 
do it. 

No , no, I have no objection. 

tlell then I ' ll pass it on. 

All right. 

All right, then. 

'l'hank you. 

Goodbye. 
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H2 

George 
Rarr1son: Hello , Henry. 

H!!Jr: Yea. 

H: TllU is George Harrison. 

:ll~Jr: Hello, George. 

!!: Henry, I bate to bot her you but Bob Btenne baa got 
a ewell idea that I think 70U would eat up. 

!!!f.Jr: Yea. 

:1 : And he wrote you hoping that you aJ.gbt be able to 
eee h1111. I rather think t1lll8 1a important. 

Hl!Jr: Yeah. 

H: And I was wondering wbetller you oould see h1m. I ' ll 
give you a ll1nt Just wnat 1t 1 e about. 

i!!!Jr: Will you do that? 

H: There ' s euoh a sllortnge in wool •• • ••• 

H!I;Jr: Ye•· 

'l: 

!i!!Jr: 

H: 

H: 

ffi.!Jr: 

H: 

•••••• today beeause·ot the taot t hat the Br1t1ah 
oollllll&lldeered a 1111llion -- b1ll1on pounds or wool 
rro111 the-- •• . ..• 

J.uetral.ia. 

•••••. Australia and New Zealand •••••• 

Yea. 

••• . •• that the pr iee or wool baa gone up eky- h1gb 
and you can' t get 1t at all. Our olip 1e not blg 
enough t o take oars or 1 t. 

That' a right . 

Aa a result the Navy tried to get eeventy-t1ve t hou­
land yards of over-coati ng 111ede. 
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Yea. 
The only bid they oould get vee one bid tor twenty­
five thousand yards out of eevonty-tive, and that 
vee at an extraordinarily high and unJustified price. 

Yeo. 

The Canadi ans have tried to get a bid on five hun­
dred t housand blankets -- wool blankets. They can't 
even get bids tor more than a hundred thousand be­
cause there's not enough wool . 

Yes . 
Now, Bob t hinks that you ought to be able to !llllke a 
deal with the British ••• • •• 

Yes . 

.•...• to t ake the hundred million pounds of wool ott 
their hands •.••.• 

Yeo. 

•••.•• tor a million bales of cotton. 

Oh I 

Wh ich t hey will need within t he year. He's got all 
the tigures, and that you would make a huge profit 
because you would bring it 1n duty-tree and then you 
could add it to t hat price t o aell - or it t he 
Go~rnment is in the bueineaa of bulldlng up their 
euppllea of blankets or OTer1ooat e t or the Army and 
NaT)', then you could g1 ve t he wool t o the !18Dufao-
turers •.•... 

Yea • 

• . • . . • to manufacture Just tor the coat of manutaoturlng, 

That's right. I tell you what you do, you tell him 
to come in and eee me at 10:30 Monday morning. 

10: 30 MondaY' 
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Right. 

That -- that•e svell, beoauee be'• got 
and I don't aee any h1toh about 1t and be th1nke 
you'll be interested. And he haan •t ea1d a word 
to another soul. 

Right. 

8o that you oan bring 1t up your ovn way. 

o. x. 
First-rate. 

!bank you, George. 

And Henry, one more thing. 

Yea. 

144 

llh1lo I know you d1dn 1 t g1Ye me a ohanoe or aalt me 
for my Y1ewa as to the wisdom of the Treasury aalt-
1ng us to do that job you mentioned the other day • .•.. 

Yea. 

•• •••• I hope that before you should aslt ua you will 
let me tell you that beoauee I think 1t1 a rull or 
real holee. 

ID!Jr : I eee . Vall • ••••• 

!!: 

H: 

m~Jr: 

H: 

Hl~Jr: 

H: 

I juet want you t o know that. 

Vall when are you coming down' 

Vall I 1m ...... 

When are you ooming down' 

I'•e got t1oltete go1ng down tonight. 

Yea. 

Beoauee I ' •• got t o go - -Norman DaYle e ea..S • a burry 
oall tor me to oome d.ovn there on eou Red Croee 
thing. 
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Well I'm not coming to the Treasury t omorrow. 

Oh. 

And I 'm not making any more datee until Honday nov. 

I eee. 

So •• .... 

Vell, I'll probably be baok next week anyway and I 
hope you von 1 t do anything with l t before then. 

You knov I have catarrhal Jaundloe, don't you' 

No , I dldn 1 t . 

Yea. 

Oh my gosh I 

Yeah. 

Oh, I•m ao sorry. 

Yeah, and I -- I ' m trying to do my Job and keep my 
head above water. 

Yeah. Well that means lt you're away you probably 
von• t ask hlm to do tb1a other thing before I see 
rou anyway. 

I wouldn 1 t guarantee lt. 

Uh-huh. 

But I -- I'll try to hold lt ott until I get a chance 
to t al.lt to you. 

Yea. But I-- I'm Just thlnklng or lt trom t he • •••.• 

Why 4on't you elt down and write me a letter about 1tt 

Well I tell you, oould I do this - oould I talk to 
Earle? 

Earle won't be here tomorrow. 
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H: Oh, I aee. 

!!l·!Jr: T&lk to Walter Stn&rt. 

H: All r1gbt , I'll do that. 

HJ.!Jr: T&lk to Walter Stn&rt. 

a: All r1gbt, I' 11 do t hat. 

HJ.'.Jr: Rigbto. 

P. · Yea , e1r. 

I 

• 
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Jerome 
?rank: 

r: 

F: 

? : 

F: 

!illJr: 

F: 

F: 

r': 

F: 

Hello. 

Sept ember 28, 1939 
4:07 p . ll. 

Hello. How are you reeling? 

Ah -- I have no itoh yet. 

(Laughs) II ell, is it getting better? 

Yeah, I think -- I th1nlt I 1 m going t o tool t hem. 

That's good. I hope you do. Say I Just-- confi­
dentially I want to tell you about eometh1ng. 

Go ahead. 

In oonneotion with the present ation or data by the 
SEC to the fNEO on investoent banking ••••.• 

Yeah. 

••••• • our boys are getting information !rom various 
investment bankers and included in t heir list was 
Earle Bailie. 

Yeah. 

One or t he boys went t o see him the other day ••. . •• 

Yeah. 

••• ••• end he felt tha t it might be embarrassing to 
him under the c1rclll:lstancea. 

Embarraea1ng to •••.•• 

147 

But I don't see how -- bow we oan verr well a vo id 
aaltlng him tor the data Whloh is rounding out a whole 
etory involving a halt a dozen investment bankers. 

Well he snoke to me about it, you see, and I said 
the only thing I could advlee him wno that 1t the 
SEC wanted to see any letters, show t hem to them. 
And I understand he dld. 

I see. Vell I didn't know; I Just wanted you to know 
about 1t. 
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No, lw aeked • aD4 I eald, •Well larle, ~ere•• 
onl7 one thing to do. I don 't -- nov t .hat 70u • re 
1n ~~ 'l'reaeury at ~~ lar~ 11111 ot a dollar a 
71ar, 1t ~1a man repreeent1ng ~~ SEC vante to 
eee letters , lhov h1m, • 

Yea. 

148 

And he vaa 1n here toda7 and he told me he 41d ehov 
~.Ill. 

I •••· Well I -- I d1dn 1 t know ~at he had be en 1n 
a a 71t aD4 I wanted you to know about 1t. 

Yee. Vell I adv1ee4 h1• t o ahov h1• the letter t hat 
70u wanted. 

Ver,. good. Well •..... 

I!!!Jr: And -- and he ' a done 1t. 

r : Yea. All right. 

I!!!Jr: I - I -- and he -- I want to aa7 tor Earle that he 
unhesitatingly t ook 117 adv1oe. 

F: Yea. Well I Juat 414n't want you-- I vent you to 
understand th1& had -- thU he.a a long hiator7 -
oom1ng down here -- I mean, the 1nvset1gat1on began 
mon~S ago. 

!DUr: Ri ght , Well I d14n 1 t eee What elae he • •. . • • 

F• 

HliJr: 

F• 

IIMJr: 

r: 

Hl{Jr: 

I 414n • t -- and I don • t see What elae I oould do 
e1~er. 

No. 

All r1gbt, ~anlt you. 

I appreo1ate 70ur oall1ng 11e • 

All right, e1r. 

Tbanlt :you. 
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Pleaoo telephone tho f ollowinc • • """' to Ill'. Do Jonc of the 

rotherlanda Bank& 

•tn chockiJI& throucb ov recorda, • noto that our cal>l .. 

g.., ot Soptmbor 26, 19}8 authorhod 7011 at that tlM 

to ........... k sold for 01U' account "" to $25,000,000. bon 

i n the oi r cuaetanceo thon obtainiDC ;vou lllto4e ell&bt ueo ot 

thio authorh ation, In the prooont chaDcod eirc:=atancoo 

:vov. heYI follot18d tho practice ot relaaol.ng r;ol.d. t roa 7"1U' 

earmarked account with uo when ;vov. required 4ollaro. 1\'o 

aaewae, therefore, that 1n the pr• ••nt etate of altair• t he 

authorhation ot Sopte:abor 26, 19}8 heo lapood.. l'e daoirw 

ot covoe t o cooperate with ;vov. ao al•:r• b'J.t .. daoiro to 

contire the v.nderatan41nc that neither Bank ehell ooll cold 

to and oar=ark i t tor the benotit ot tho other pert7 without 

prior conev.ltation and acroement. • 

149 

lt Ill'. Do Jons Indica t oo acroeaent t o tho toresoins. thoa. oontl.ra&tory 

eableo should bo ""'hans04. 

~~ 
( Read to Ill'. l:noka, } t llo P. ll. sept . 

2o, !!1 &erlld Gtirll)" and would 
endeovor to telephone it toni&bt, 

8 , 11.0,) 
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.A.ttaohed 1a a ll'epoll't wh1oh I gne 11.1'. Ranee lalt 

enning on the a .. t1ng on !'&1lwa7 equ1pcoent held in h1e 

ottlce 7eetell'da7. 

• • 

.. 

... . 
... -
· . . 
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TO 

Subject: 

TREASURY DEPARTMENT 151 

INTER Ol'l'lCE COMMUNICATION 

DAn Sept, 271 1939, 

=~r=~enthau 

Keating on Railway Equipment, held in Kr. Ranee ' 
ottice, Wedneaday, September 27, 1939 , at 10:30 4,K, 

Preeentl Kr. Hanes: Kr. John J. Pelle)', Preeident, 
Aaaooiation ot American Railroads; Kr. w. o. lendall , 
Ohiet, Oar Service DiYiaion, Aasociation ot American 
Ra1lroada; Kr. Haas. 

t.!r. Hanes opened the d.1aouuion, explaining that the 
occasi on tor thia meeting was the Secretary' a continued interest 
l n the rai l wa)' equipeent problem, recalling that last Ka)' the 
Secretary asked Kr. Gray and Kr. Willard to giYe him a report 

on the railway equipment need.a ot t he railroad•, Kr. Pelle)' 
ot course recalled the report and said that he had alaieted 1n 

lte prepara tion, stating that Kr. C)ray and Kr. W1llard aatl-ted 
that the oars in good order at that time were 1uttioient to 
tnke care ot a 25 percent increase in traffic and that 1t the 

car• in bad order were put in good order there would be euttioient 
care to take care ot a 115 percent 1noreaae 1n trattio. He added 

that later the Exeout1Ye Committee ot the Alsoo1at1on of American 
Railroads met and raised the 45 percent eat i=ate to 50 percent. 
Llr. Pelley went on to eay that oarload.1ngs in llay were 593, 000 
per week and the t last week' e oarloadi.nga amounted to 806,000, 

which is about a 35 peroent inoreaae. thla, he said, 1ubatantiata1 
the estimate flll'D1shed the Secretary by Kr. C)ray and Kr. Willard, 
ae the roads are now actually carrying about 35 percent more 
t ratflc than 1n Kay ot this year when their report wa• aubmlttad. 

Kr. Pelley further said that the new oar order• pl aced to 

data this year amount to ~7 ,000 oara and that 21,000 of theee 
•era ordered bef ore Hitler inwaded Poland, the remainder having 

ooee in ainoa then. Kr. Pelley felt oont1dent that the railroads 
could meet any ai tuation which the lu.ropean War or ann Aaer1oa 

entering the war might throw upon them. He stated that all bad 
Order care are now being repaired eo a• to put them in good order 
condi tlon. He pointed out that last week' • oarload.1na• were 

1!06,000 oars, 'l'hia he 1nd.1oated, 11 close to the war level 
reached in 1918 of 44 a1llion oar• tor the year. Kr. Hanel 
aalted him it that wae the high ttgura reached, and Kr. Pelley 

said Uaat 1n 1929 oarloadlnga uounted to 52 a11Uon oars, 
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l!r. Peller explaJ.ned that the raUroada now are better 
organi~ed and are .uoh better prepared to aeet an eaergenor 
situation than they were 1n the last war. In the World War, 
he pointed out, many equipment difficult ies were t he result 
ot loading more oar s than could be unloaded. He said that t he 
Government goode were given right-ot-way over all otber trattio 
and 1n many instances, auoh as at Caap ~ox and Hog Island, 
hWldreda ot oarloada ot -terial arrhed before any un1oad1.ng 
facil ities were available, which resulted 1n tying up tor 
extended period& a large number ot freight cars. He aa1d he 
was confident that under t he present organi~tion ot the rail­
roads and the plana which they have worked out with the War 
Department that such a aituation would not occur again. 

Ur. Pelley aa1d he had canvassed almost every conceivable 
poaaibility in order to i naure adequate railroad taoUitiea in caee 
ot an emergency. He said he had conaulted the Br1 Uah and the 
French diplomatic ottioiala here and that he had aell:ed thea 
who would be in charge or their purohasing, stat ing that he 
wished to get in touch wi th the agents to work out any trattio 
problema that might arise. He waa informed, however, that no 
purchasing agent or agents had been appointed . He aaid he 
alao endeavored to get from the Britiah and ?ranch diplomatic 
Npreaent ati vea aoa:e idea ae to the amount or orders which aight 
be expected to come trom these two countries and when such 
orders might come i n . He reoe1 ved no det1n1te information and 
concluded that nobody really knew aa eo muoh depends on how 
the war develope. 

llr. Pelley told !<lr. Hanea that the rallroada have a very 
efficient organization in Washington, composed ot outetand1ng 
raUroad aen , and that t hey are alwar• pleased t o be or service 
to the Government on anr problem relating to the railroads. 

Mr. Pelley point ed out that the meeting or the Shippers ' 
Advisory Board ot the Atlantio Statee Region will be held in 
Newark, N. J . on October ~ and 5, but that 1t is merely one 
ot their r outine quarterly meet1nge. He said that wben trattio 
waa heavier t he .Advisory Board met once a month. The purpose 
ot the meetings , he said, waa to hnve t he shipper• come together 
and pool their information ao ae to estimate t he probable nea.r­
term trattio requirements tor the various rogiona. He said 
they would be very glad t o have someone from tho Treasury Depart ­
ment attend t he Newark meeting, pointing out that these meeting• 
in any eaea are open to the public. llr. Pelley stated that 
the Regional Sb1pper a' .Advisory Boarda were organized in 1922. 
ln a report explaining tbe work ot tbeee boards, which llr. 
ltendall lett with 118 the tirat paragraph gives brienr the 
reasons t or their orianitat1on, and ia aa rollowe: 
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•!be Res1oDAl 8b1ppere1 .AAneoi'J Boar«a are ai'PillaaUou 
of 1h1ppere ud reoe1nre or tretcht dea1pad to arford oppol'ha1'J 
tor 1.n.tor.al d1aou .. 1an alld aetU .. ellt ot the ••-11 pro'bl .. a 
ot the ra1lroade aDd tbe1r patreu. !h17 ba4 their pma11 1a \be 
neoe111t7 ot tbe ra1lroade ter 110re aeourate &114 dap8114a'ble 
tntoruUon oo11oern1ng trauportaUoll deallde. .U.1111t ot equ1P­
aent and 1te d1atr1'buUon throuebDut the aouti'J to Met eh1ppere' 
needl 11 dependent upon ad~oe 1ntor.at1on ae to proapaet1Ye 
trattio •o•eaent. 'l'be eh1pper hal aore knowledge ot h1e ut1e1-
pated requ1reaenh than an7one elee. Prior to t h e ors&~~1&&Ubll 
of the Boarda be ba4 no aed11111 b7 wh1oh to tranea1t 1n aD7 
organized, oolleot1Ye aanner euoh knowladel, nor d1d tbe ra1lroade 
han the taoU1t1ee tor aoounulat1ng it. !he reault wae a 41a­
looat1on ot taoU1t1ee, a oongeat1on 1D one aeot1on nth a ooue­
quent eb.ortase 1D another . !hie led not onl7 to a aerio.,. s..pail"­
IIIDt ot aerYioe 'but engendered a1aunderetand1ng, general oo.plaint 
and nuoh b1tteruaa. 1 

!he aeet1ng to talte pl .aoe 1a •••arlt 11 a aeet1na ot one ot tbe 
13 regional boar«a wh1oh ooYer the enUre Vn1 tea Stat... !be 
total aeaberah1p ot all the boardl &IIOUDh to about 16,000. 
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rne t h1e w1 tb that letter I eent up 

;he other da)' trom O.orge Barr1eon. 
I h.• ve tal~ed wi tb tbe Secretar)' and 

he knows all about 1 t; eo 1t 1e Jua t to 

so t• r as I e.m concerned, th1e reoord 
of the conversations oan be deat ro)'ed . 

'· ' . . . . · . 

~ 
·t .' 
~ ' 

I 

.. 
- '· 

.. -

'· 
• 
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BOARD OF GOVERNORS 
DP' THC 

FEDERAL RESERVE SYSTEM 
WA.HfHitTDN 

~55 

.oo•u• • '"•""" eo.__ ... _.""•• 
•• 1'MC • ._. 

The Jloaoreble 
TILe Soore\ary or \ho Tr .. oury, 
Wulliqtoo, D. c. 

Deer llr. Sooretarr. 

Sept .. ber £8, 1939. 

Tl>o Boe.rd or Oo.,.more lL .. reoeind troll Pruid .. ~ 
llarri-, or tho 7edorel. Ru~o Buk or !low Yoft: , odor {,J..J ti.J. 
oo.,.r or hio lot tor ot Sopt•bor ..!lJ a con ct a ropo~ troll ~<. 
llr. ltDolto ralatl.Jig w tlLo haadlill& ot cortal.JI 1a1"o,..tl01l oa -
Tlmrodar, Sopt~or H, 19~, -•orltiD& tto otrtotal Britlah "'-""' 
burl.Jig reto tor oterUq. Jlr. Borrioon ota\ad that ko ... 
aedtns thio report w rou W1 tb a ota1lar oonri•& let tor. 

Vtoo Chairaan Rao- boo roportod w tho Boord hio 
coo.,.roatioo ot thia date wttb llr· Bailie ot ,.our Dopartooet. 
Tile Board undorat81lda t'roa thie oonoreattoo that Proe14 .. t 
Borriooa hoe turlliahed tho ilttorutloo 1011 cluirod and that 
70U tee1 that tbore to "" aood tor tu.rthor aottoo 1D raprd 
w thie uttar. 

Vory trulr rour•, 

Obootor llorrill, 
Socreto1"7· 
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:ss 
GROUP IO!l!1'IIIO Septeaber 28, 1959. 

llaOO a.a. 
Preaenta llr, Bane a 

Stewart 
Graves 
Gaston 
13<111 
Thompson 
R1etler 
Burge as 
Duttield 
Barris 
Viner 
Bailie 
Cochran 
ltlotz 

H.li .Jra 

Bella 

H. U. Jr: 

Bell i 

u.u,Jra 

Dutrielda 

li, U, Jra 

Mr. 
Mr. 
Mr. 
llr. 
Mr. 
llr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
lira 

Suppose we start on the lett todaJ. Thompson! 
I called up Rayburn. Be had already heard 
about it , GenereJ. Watson beat ,.. to it. 

Mr. Bell? 

There is some evidence or a little increase 1n 
the withdrawals ot tho Postal Savinge . We 
haven't gotten enough information yot. It looks 
as though they might take out about $4,000,000 
this month over and above deposita. Sav1ngs bonde 
ba ve shown no • • • • 

I a it about one billion two! 

One billion two seventy at the preeent t t.e. 
Tb&t hasn' t varied -tor1all7 in the laet year. 
Savings bonde have shown no -terlal increaseJ 
a little, but not enough to get alanoed &bout. 

I assume you have noti ced that the collections 
ot inc<D& taxes in the ..,nth or Septeaber are 
exceeding our est~tee, probably about as 0111eh 
as 20 million. 

I did, I didn't w&nt to say flD7th1ng but I 
thought at the right time we would get it out. 

I wanted to ask you about that, Mr. Secretary. 
Did you es tablish a policy at one time or saying 
nothing about the quarterly collections! 

That 1s right. '!'be policy waa eetabliabed Jut 
to be broken. 
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Boll i 

!1, !1 • .11'1 

Hanes: 

H.li, Jr: 

Delli 

H.!l . J.r : 

Boll : 

H. !l . Jr: 

Poley: 

Sell: 

Poley: 

Rune a: 

- 2 -

There might be some back taxes in there . It 
doesn ' t mean aorth1ng in tho way or busines s . 
The base was established in l&aroh. 

•c7 
- ~ 

(Nr, Hanes, !Ar , Bailie , Nr . Cochran and Mr. Viner 
enter th~ conference) 

What is this , a rump ID8eting? 

Yea , we had a slllllll mooting. 

Small rump. This is the big rump. 

Where were we when Jake Viner dropped in? 

Right here . 

I aoe . All right . 

There have been t wo resolutions introduced in the 
House by Ham Fish. I 4on 1 t know whether they 
have been called to your at tention or not . One 
i s direct ing the Secretary to transmit to the 
House of Representatives all facts and f i gures 
showing extension of credi ts to aid in financing 
or to f acilitate exports and supplies t o foreign 
belligerents. 

The other is to direct tho Export- Impor t Bank to 
give information. I suppose so=ethinS ought to 
bo done about tbe:n. 

Has this resolution paaaodt 

No, i t was ju.st taken up . As long as they are 
not going to take ~ a ction on anything except 
neutrality at this special saoa1on, I don't think 
we have got anything to get excited about . 

There i s a dr·ive in tho Uouso , 1e there not, to 
take some a cti on? 

We are watching it, but I don ' t think there ia 
anything we have to do right now. 

There are also a number of resolutions introduced 
by Voorhis , amongst othora . There were a number 

.. 
Regraded Unclassified



H.lt. Jra 

l!anee: 

Belli 

Graves: 

H. ll . Jr: 

Ora vee: 

H.U.Jra 

Graves: 

B.M.Jrs 

Gravea: 

B. l!. Jra 

Graveet 

l!. ll . Jra 

111lites 

Dlltfieldl 

B,loi,Jrt 

or resolutions proposed tor laYying ..rioue 
kinde ot taxee, One waa introduced, H,R, 7545, 
by Voorhis , from California, yesterday. Be in­
troduced about tour, I gueae, billa yesterday, 
This one is to levy a tax or 80 percent on net 
profits 1n excess of the average net profit 
roali£ed 1n 24 month& preceding. 

It wouldn't burt me a bit. 

It hurts me a little bi t because i t ie interrupting 
our program. We are going to be prepared tor 1t 
When i t &rises. 

That 1a all. 

I have kept Capta.1n Collins' 1teroorandw:l on coal 
(hAnding memorandum to Secretary) . 

It i an't a comple te story. '!here 1a some info~­
tion he bas got to take aomo time to get . On the 
whole , he says the situat ion ia in good shape. 

Anything elset 

No. 

No insurmountable reaiatanceat 

No , no resistance at a ll. 

Taking all object1veat 

'l'bere are aoae very great d1tticultiee, tllougb. 

But not rea1stancet 

No resi stance. 

Barryt 

Nothing. 

Mr. Eccles hasn't come to hie office yet this 
moming. 

Have you lett word! 
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Duttieldl 

H,U,Jr l 

lluttieldl 

H,U, Jra 

l>l.lt!'ielda 

H, l! , Jra 

Outfield a 

U.!i. Jra 

- . -
Yea. 

They will a end tor you t 

Yea . 

Did you try to get him at hie homet 

No, I didn't. They thought he wu eQIIIewhere 1n 
between. 

But they rlll aend tor :rout 

Yea. 

:59 

At '111:1 presa conference the boya went atter me 
very bard as to theao d1tterencea between the 
Federal Reserve Board and '111:18&lt, ao I 1nter­
Mlpted them and told them that thoro are no 
personal d1tferoncea between Kr. Eccles and '111:1-
selt and that any etoriea that were printed that 
we have bad arq tights or a11Jth1ng like that, 
tlla t there ian 1 t a bit o!' tMl th to them, and they 
saw this letter here and I said, wyea, I got a 
very beautifUl letter trom Mr. Eooloa.• I t old 
l4r. Ecclee yea terday and he wrote me today and 
I would just like to take a minute to read this 
letter. 

~le I euppose it ia fUti le to hope 
that either ot ua will be fairly repre­
sented 1n the Washington goaaip colucns, 

. I cannot let yea tord&y 1a sample 1n th.e 
IUntner-Alsop colUlllll go b:J without letting 
you know that it wu part1oularl:J painfUl 
to me, a s it lllllat be to :JOU· · 

"'l'hia is all tho more true at a t1me like 
tho present when we are all pulling together 
to tho boat ot our ab1li t:r. A a :rou know 
and aa I have long e1nco emph&a1ced, I 
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want to cooperate a lways w1th you 
as long as I am here . That does 
not mean that we are always going 
to ses &JO to eye and I ha~e never 
~g1ned for a -ent that you 
wanted anything otber than '-7 
bonest op1n1on from time to t1ae, 
whether i t happened to be the aae 
as your own or not. 

•eerta1nly th1e cannot be fairly 
represented as meaning there is a 
olaah between us , aa this 110st un­
fortunate colUlllll tri es to -ke it 
aPPear, I ""' addi tionall7 upaet by 
it because it attempts to represent 
me as favoring open-ma.rket operations 
1n the 1nteres ts of easy money which, 
as you know, is perfectly ridiculous. 

"Bad you been at the office, I would 
have called you, but I am taking 
thio occasion also to lot you know 
that I ""' sorry you havo be on in­
dis posed and hopo that you will be 
haole on deck at tho oarl1oet poasible 
-nt ccns1otont with your own good 
health. • 

~EO 
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Durtieldt 

H. li ,Jrt 

Dutthldt 

R. !A . Jra 

Duttleldt 

H, loi ,Jrt 

- 5-

They have crowded me terribly hard on the tact 
that I didn ' t want the Federal Reserve to go 

- " 1 _c 

bac:k 1n the mt.rke t on Thursday. I s aid, "I am 
ver,. aorcy, you are talking about a Federal 
Reserve pol 1CJ and you will have to talk to 
them, " Wher.eupon, Gregoey or the Tribune came 
back and said~ ~ell, an Executive o! the Treasury 
told ua that , so I aaid , ~all , no newspaper man 
haa talked to me about th1a thing and I want to 
know - • so I said, "I am not contradicting any 
a t oey because nobody baa 1n terv1awed me , " and I 
aa1d to Gene Duffield, "Have you g iven anybody 
any impression that I wanted anybody 1n or out 
ot the me.rketf" He aaid "llo, • and the;r said, 
"We1l , somebody told ua , ' ao I said, "Well , I 
can ' t help that. Just aa long aa I don't tell 
it to you , and it you •nt to know an;rthing 
about the Federal Reaerve open urket policr, 
please go and see the Board and ~r. Elliott 
Thurston. • Thereupon, tor aome reason or other, 
they a ll giggled. I don 1 t know 'llha t the a1gn1t1-
canoe was , but they were a little ugly. But I 
just stuck by rrr:1 guns and refused to get drawn 
into discussing the Federal Reserve policy, 
because I didn ' t want anybod;r to even sa:r I 
slipped that much. 

I! anybody wants to read the a tenograph1c no tea , 
they are available, but I cartainl;r hi t the 
Ecclea- !.lorgenthau thing terribl7 hard and it 
anybody doesn ' t like it, I can't hel p it, 

Oene? 

'1he re 1a this man here . ... 

Have I accounted that correct! 

'l'bat 1s right. 

Did I ~ote correotl7f 

You turther - de the statement on the record 
that as ot t oda7 you were sati sfied with the 
coordination between the Board and the Treasur,.. 

I sai d , •As ot toda7. " 
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Harris: 

R.ll. lrt 

~tieldt 

H. ll. lr: 

~t1eldt 

H.W:.Jr: 

Sanest 

!M!tield: 

Hanes& 

H,li, lrl 

Dutt1eld1 

H.ll.lr& 

llr. Barrla' 

I &Ill aortT I 

:JOU OD ti•e. 
'Dle:J are not 

- 6 -

couldn't bave those 

I bave got noat or 
quite complete, 

Were :JOU thr0\l8b t 

t1guree tor 
thea no-. 

'lbere 1a th1a :.n here t'ra:a cal11'orn1a b:J u,. 

name ot Orovea and JOU eent hie letter to ae 

,. •• tard-.7. He bad ••en &ll or tboae people . 

u,. Prea1dant , the Vice Prea1dent and the reat 

ot thoae people. He wants to aee 7ou and he 

would l1ke to aee llr. Ranee. 

I can•t • •• • 

I told hi.- :JOU were under preaau.re tbeae ~·. 

162 

I ua not onl7 under preaaure , but I am ftJ below 

par now. I don't know how llr. Hanaa 1a tixed. 

I don't know who llr. Orovea ia. 

He ia a proteaaional lecturer. 

He aaUUI to be a rriend ot l1a ~rle71 a and I 

think lim baa gotten h1m entrees to these d1t­

terent places. 

I tol.d Rade•cher I wou1d be glad to aea h1a 

8117 time he c;omaa 1n. 

That woul.d help ·-· 

I jWit didn't' know WbeU,.r :JOU didn't want to 

aae hi.- or not . 'ft>a t 1a all.. 

I wu goin8 to get ott a pun, but I w1l.l lat it 

go. 

!bat one :J••terda:J waa batter. 

!h1a ... no wor•• . 

!be Bu4get Bureau baa aol<ad tor a rav1aad eat~te 

baaed upon u,. ...., a1tuat1co which bu developed. 

we are t.al<"'S 1t. up rlth llr. Banea toda:J but I 

Regraded Unclassified



Sell: 

Haas: 

H.li.Jr: 

Baaa: 

B. !l. Jra 

HaUl 

Burgeae: 

H. !4.Jr: 

Hanes: 

Burge as: 

B.li.Jra 

Burgees: 

H. !II . Jr: 

Burgee a: 

II. M. Jr: 

- 7 -

thought betore JOU -lee &JV etate•nt about 
~ther income tu: 1a running above, thlt JOU 
might want to make Jour 4ecieion on these new 
rev1a1ona t1ret. 'l'h&J have also aslce4 you tor 
a tentative est~te tor the t isoal year 1941. 
We will have to ge t out our big crystals tor 
that. We a .re working on that one now. 

'l'bA t 1a unuaual . 

I thought you migbt want to eee th1a (ban41ng 
paper to Se ere tary) • 

You ehowe4 ,.. that once betore. 

llo, I ehowe4 JOU tb1a one ( 1n4ica ting). 

Tb1e outstartle4 the other one. 

Tba t i.a r1gbt. 

The Government market 1o better an4 all ie quiet 
on t he Rial to. 

:63 

Wait a minute, is that wha t you call Wall Streett 
I have beard it calle4 lots or t h1nga but I 
have never beard it calle4 Rialto. 

I thought be was referring to the Fe4erel Reserve 
Board. 

Tbat io a blanket propositi on. All ia well . 

You tellowe who are helping me on the Govermaent 
bond market, under no cir~tancee will I 
announce Saturday Cor Konda7 . 

We woul4 like to diecuaa that w1 th J OU · 

ll'o . 

It 4oean't involve any more bouro than the other .. ,.. 
The onl)' tallows tba t are worried are the • chine 
bo)'a. You are going to 4a te the thing the 15th 
ot September, aren't you' 
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llur gesss 

H. ll .Jrs 

llurgeae 1 

H. !A . Jrs 

au•geas: 

H. !J . Jr: 

Sell: 

Ba1l1e : 

H.!.l. Jrs 

Bells 

H. l>l .Jrs 

Bells 

Sallies 

Bell: 

H.M. Jr l 

Burgess: 

- 8 -

That 1a ris)lt. 

Wh7 can 1 t ,-ou do it on Mond&,-t 

I)& tin~ doesn 1 t maki ng an,- difference , but 1t 
doesn t take an,- more hours over the week-end . 
You don 1 t expose ,-ourself an,- more than 1t ,-ou 
did 1t the middle or the week. 

Supposing I did 1t on a Monday or a TUesde,­
morning. 

Then ,-ou have got to make your decision on SUnda,-. 

No , a1r. 

You have got to make your deo1aion at the close 
of business and announce 1t the second day trom 
that. You have got to g ive the machine one da7 
in be tween. 

Didn 1 t we on eo do it w1 thout that one day in 
betweenT 

Listen, let 'e t ake a look a t that machine. 

It 1s a question of whether you want more than 
just the newspaper announcelll6nt . We have alwa,-s 
contended that the banks ought to be notified b:r 
letter. 

Fifteen thousand telegrama all go out from here 
direct to the banks. We had that once. 

On a different matter. 

That was wbat I thougj;lt I relll6mbered. 

I don ' t beliove on our finances. We have got a 
c i rcular hore t ba t is tour pages long. You are 
not going to telegraph that to fifteen thousand 
b&nka . 

If you people can ' t find a way , I will be glad to 
ahow you . 

Thoro is a lot in "business as usual. " 
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B.W. Jra 

Bell: 

R.M. Jr: 

R. li .Jrt 

Bell: 

B.U.Jrt 

l!anoat 

Burgoaa t 

ll . li. Jrt 

B. M.Jra 

B.M.Jrs 
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I would like to 81 t down and tllke a look at 

tho llonda}' aorning papera and about llondq 

noon malce up rq mind , the etu.tr all being in 

tbe banda ot the banks, eve17thing r.a~ t.nd 

printed and eve17tt1.1Da so we can ahoot u ot 

ll.onda}' noon. 

You are going to lellvo it open tbr.e d&7a 

t.n7how. You might cone1der the first da7 aa 

a -111ng da}'. You cou1d got it into tho hands 

of the banks b7 tho second da}'. 

DannJ Boll i s beginning t o go to work. What 

did tho}' call rou, tho greatest otllt1at1cian 

or aomethingt 

I don't think ao. There was a eemicolon 1n 

the wrong place e o I was a member or the 

Federal Reserve Board . 

A.rrr'ft7o 'llbatever 7011 are, }'OU are getting to 

work. Monda}' noon. 

We can do that. 

Thank 7011· 

:ss 

Ian ' t i t wondertult I am going to keep tb1a 

jaundice. You have got to tre~t me vo17 gentl7. 

ThO}' don ' t argue eo hard againat 7011. 

I am aaving 1 t up. 

Burgeaa locka a little 7ellow to me. 

I haven't given 1n 7et. 

I aa ver-r weak, Randolph. Well, you have got 

rq 1deu anpa}'. 

'1'ha t ia right. 

It b e 1a in town, I would like to pe raonall}' 

see Pinaent and I would alao like to ... the 

Frenchman. 
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H.W.Jr: 
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H.u. Jr: 

Coebr&n t 

Vinort 
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- 10 -

The Frenchman u cOIIIing in th1a afternoon at 
a quar.t,er to :!tOO. 

I don 1 t think they would like to bave me aee 
thll!:1 togo tber, 

We baven' t had them bere together . 

Suppooe we aee Leroy-Beaulieu a t a quarter to 
3t00 and Pinaent at :!tOO. 

Very well. This 1a Thursday. I believe he 1a 
1n New York meeting this Colonel Greenley today. 

U not , I have just got a eleare.nee trom the 
President ea:ying it 1s agreeable to h im to have 
us aak t he Federal Reserve to open up aeecunta 
with these people. 

I will bring Leroy- Beaulieu 1n at a quarter to 
:!tOO. 

Or any other person, aJ17body else 'llho wants to 
open an account . 

That ia anybody else trom tho Britiaht 

No, we will open an aeeount tor the Italiana, 
Germane, Polee, or an7bodJ• 

It Pin.aent 1a abeent, should I get Opie 1nt 

Yea, I ahoUld like to meet Jake Viner•a atudents. 

Not students, triende. 

You wanted to talk to the t hree "E's" betore you 
aaw them on that a ccount businesa. I am not one 
of the three "E'a". I aaid I thought you wanted 

to t al.k to them. 

Tbe7 will ~>ave to move taat. This is ailllply 
aa:ying to &n7 eountr7. it the,- wiab to open an 
account 1n Federal. Reaerve Banke, the Tre&sur7 
will aak the Federal. Reserve , ea our tiaeal 
agent , to do eo. 
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H • .t!. Jr: 
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H. H.Jr: 

Belli 
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I thillk a.lao that the lawyer a should look into 

tha question or whe ther you have a riSbt to 

aak thSD to do tbat as fiae&l agents, 

Wa have done that bat ore , Dann;r, in the eau 

of Parker GUbert and the repera tiona, We di d 

1t in that particular ease , 

: c1 

And I asked George Harrison and they have done 

it 1n a nwaber or other e&ses , and he ia sa t1a­

t i ed . 

We cl1d i t during the war. 

George Harrison was satiafiad. 

We did it for Parker Gilbert after the war. 

That was tor the reparations commit tea. 

Tbe only thing George aeya , "Is 1t 

I charge them a l i ttle expenaest• 

1a o. K • • George." 

all right it 
I aaid, "It 

It 1a all right it he cuts clown on the Tr&&o\117 

an equivalent amount . 

I took e&re or that. 

Well, between now and a quarter to 3:00 1t an:r­

body wants to throw up an;r red flags, let them 

tell llerle Cochran. Otherwise, we will g iva 

them tho privilege or doing thia it tho;r wiah, 

with the understanding that I have with George 

Barriaon. Tha understanding that tho United 

States Treaaul')' is to bavo aocaae to all tha 

tigurea at an;r time, wtUob the Federal doesn't 

raol ia r i ght when 1t 1s thoir own account. 

That 1a right . 

And attar all, that is tha whole purpose. 

llr. Banoa and aoveral or ua have boon bavins 

talka with tho State Department, going OYer a 

good man;r hour•, You wero brought up to data 

yeaterday aftarnoon aa t o what hac! happonec! aa 

tar aa l(r, Wollea ' Cirat aeaaage wa& concerned 
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Bailie 1 

B, U,Jrl 

Banos: 
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H. U.Jrt 

Bailie I 

COchran I 

268 
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where be aok6d to be able to preoent wba t we 

call a abort cut VIS plan, I think the State 

Departme.nt io now glad to go alons with '!r. Joneo 

and with our viewo that specific wggeot1ono ot 

that oort abould be kept out ot the reoolut1ona 

and that the change which wao a very good one 

and auggeated by the three "E'a" of aaking the 

new committee ot t1ve to report to ~be Under­

aecretary'a Guatemalan oonference , would make 

them teel that there wae core reality 1n it , 

and I believe that is oatiafactory. 

Now, no aoone r bad the t ghost been laid than two 

otbera arose to take ita place, because Ur. Wellea 

then sent a further meseage 1n 'llhieh he raia6d 

the queot1m. of wbether i t would be poaa1ble tor 

b1JD to let the Colombiana and Peruvians aend 

representative• up here to d1acuaa their needa. 

On that subject I think , Mr. Hanes, we really 

ought to have a little more time together, don't 

you, before we talk to tho Secretary, 

Yea, but I think i t is importan t we do aomething 

right away. 

Cruld a group or ua have a taw minutes with you 

aometime after tbia meeting! 

Well, could I aak tbia, that you fellowo se t to­

gether tirat, and When you are together - 1n the 

forepart of the afternoon I would be glad to aee 

you . Would that be time enough tor Mr. Welleat 

I •ould like to have you come 1n and aay , "Well - • 

I t ake 1t you are not together now. 

We haven' t bad time . 

we are together but we don't know how to expreoa 

cu,raelvee . 

I will aay now, 311&. that wil l be mJ laat 

appointment today. 

Cochran, do you think that ia ell right with 

themt 

The only thing 1a L1veaey phoned me tbia morning 

tba t they waneed to b&Ye a •eating w1 t h Mr. Bull 

and are waiting tor our reply . 
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lle.ilie 1 

H.U. Jr: 
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And the answer is t.ba t the Secretary can aee 
us at ~ 1 15 . 

I can' t move any faster. It I asked you gentle­
men now, I take it you are not ready now. I read 
1n the paper that !.!r. Welles announced that we 
are going to lend two million dollars to these 
countries. It is right 1n the paper . 

It 1a a very unhappy o1tuat1on and we have dio­
cuseed it with Kr. Jones and he is not ha ppy 
about that. 

But I have Just read it 1n the paper . 

'l'be.t is what we want to t alk to JOU about. 

I can't do i t any quicker and you people aren't 
ready anyway, are you, Johnf 

No , we are not ready now. I think we could get 
ready 1n the course of three quarters of an hour . 

Well , I am going to rest trom 12100 to 1 100. 
have got this luncheon. 

Oh, yea. 

Anything else, Earle! 

No. 

I have a memorandum for you. 

Will you g.i ve 1t to llrs. KloUf 

Yea . 

I will take it home. 

We 

You asked me whethe r thia particular bit of intono&­
tion about tha boats ott tha Florida Coa• t had 
been traneferred to 12\e lla..-1 Intelligence. I 
called Polio and he said tha t tbe meeaage was on 
tbe way to Na'lal Intelligence and his understanding 
was clear that anything ot importance must go to 
Naval Intelligence. The President 's Naval Aide 
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B, JI,Jra 

Banea1 

B.loi.Jrl 

O..atonl 

H,II, Jr l 

•110 
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called up Waeache 1n regard to an 1nteniew 
attributed to DeJo:r at Cape Mt.;r OD tbo aub,lect 
ot tba t aul:aarine add to 1». ve been a1ghte4 b;r 
a ship tbat Japan bad near Barnegat, DeJo;r 
was quoted ae aa;ring it waen't their bua1naaa, 
it was the NaTJ'• bueineee. Waeaobe rebuked 
h1lll tor that statement and dao i .. ued general 
order• tbat there wae to be no d1aeusa1on llbat­
ever ot an:r obaervationa ot ehipe atrecting our 
neutralit;r relatione. 

John! 

I bave nothing. 

DeJo;r 1e eo-pUot, 1a he noU 

Yea, be 1a aeoon4 1n oo=•M at Cape lla;r. 

All right. 

Regraded Unclassified



Dear Mr. Secretary: 

THE 5£a~ETARY Of' STATE 

WAaHINOTOH 

~eptember 28, 1939, 

I have your letter or September 27, encloa1ng 

~morandum tor you dated September 28, relat1•~ to the 

charteri ng ot certain ah1pa ~h1ch you and Kr. Herrle 

cone1der dangerous. 

'l'hank1ng you, 

fila Honorable 

I am g1v1ng the matter &ttent1on. 

Sincerely yours, 

Henry lforgent hB.u, Jr . , 

Secretary ot the 'l'reaeury • 

. V 

:71 
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PARAPRR.l8E OF TELIXIIWI SEII'l' 

TO: AJIIer1can bbaae7, Berl1n, GermaQl' 

DATE: September 28, 1939, 6 p.m. 

NO. I 691> 

Secretary Morgenthau expreaeee h1a appreciation or 

the valuable information which waa contained 1n your tele­

~ ram No. 1429 of September 26, 10 a.m., and his interest 

in r eceiving further reports 11ke thie. 

The Seoret&rf or the Treaeurf atatee that he would 

like to have b7 the first diploutio pouch a confidential 

mail report IUII))litying the statement• made in the telegram 

mentioned above, and indicating the sources trom which 

the 1ntormat1on vas obtained. 

r 

.. 
r 1 ... • 1,.., 

E.t.:LW 

II11LL 
(FL) 
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JI GRAY 

Poria 

Dnted September 28, 19~9 

Rec 1d :1:36 p.m. 

Sccrtta r.r or State 

washington 

22:15 September 28, 6 p.m. 

FOR THE TREASURY. 

A Cirm tendtnc; prevailed on the a<cur1t1es 

market today and mnny Prtnch vnrioble revenue 

securities made moderatE sains . Rentta neoin showed 

strengthEn, with gains r anging trotn 20 oentlmca to 

one trono twenty , Tht 1925 exchangE pound guarantee 

iaaut gainrd a rurthtr 4 francs but the 19~7 iaaut 

(with dollar pound guaranteE) lost 2 franca so. 
The atotcmmt or the Bank ot Prance doted 

Septmbcr 21 published today rcvtol<d a turtht r 

detinitt 1mprov£mcnt. Coomerc1al advances dtcreaaed 

by 536 million francs in spite ot the prcporotion 

tor thE month cnd . 'l'bE 1ttm undtr Which optn lllllrk<t 

operations art recordtd shows a rEduction or 20 m1111ona , 

Advonoco ago1nat atcur1t1ea were down 79 millions and 

30 day advancta wcr• down 367 m1111ono . The note 

c irculation 
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-2- 21S5 Scpt£mbtr 28, 6 p .m. troa Poria. 

e1rculnt1on dtertactd by 1072 m1111ona , Current nnd 

dtpoeit ucet~unto 1t~c rtnatd by 1104 m1111ona . 'l'bt ratio 

or gol d covEr d<crtnstd slightly from 59 .05~ to 59 ,03~ . 

BULLITT 

CSB 

U.l/l,,tlf! 

• I ... , •• T 

.. • 

174 
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" .. 
" OIIftAL fttaa:JW~ BANK 

M NEW YOitl( 

oFFICE CORRESPONDENCE 

OO~l.a4LkJn~LJI~-------­

Lo lo ltaoko 01 I I OIIILAI OICB.I lAB. 

At t ho ro~ .. t or Ill'. Coer. I celled lr. do JOIIf or 

Ot !lecl t r l mdtabo B~ ~· IIOI'Ililll m d ••• put tbftlllb at llllt •••• 

th t tollowiq it a trMtOI'ipt ot our OOOYoraatlooa 

JC, I wet to 8JINIC to TOll lA tho to1lowi11C a a\\on IA 

obooldac t~b 0\lr nool'dt wo ooto t hat our ealll.t~n. 

or Bept•be 11, 1111, \bat it our lo, m, aut.hori&ell 

TOG at that \la o \o -an 10ld tor oar acoouat '-P \o 

ua,ooo,ooo. -- lA tho o11'CN8naooot the olltatotoa 

JOU ae4o elilbt IUo Of \bit autllol'i .. tlODo In t ho 

pruct ObMiod oil'tlllln•eoa 70\1 bno tollowecl tho 

praetieo o r re1Ht1RI 10ld tro. TOUr -•l'l<od ••-' 

with ua *• JOU r-.u1ro4 doUue. Wo ••-o, tborotoro, 

that lA tho proa•t nato ot atra1rt tho ~~atlloriatioo 

or Sept-.11• 11, liU hu lapaod. • • 4ot1ro, or _,.,,, 

\o eooporato WS.th 7011 at elwqa but •• 4ot1ro alto to 

oont1ra tho tm4orne4111C that otlt bor llaok lbaU a.U 

1014 to •4 Hraal'k u tor tho bcatlt or tbt other 

pan, wt\boUt prior -•Uatloa ucS .. r-•'• 

dt J. I u4orat•4 'tibet JOU •-· loa ••-o that J01U' 

111\lloriutioa ot ..,,._ 11, 1111 baa laptod •• 

IJDde pro-t o1..-n•n• ,.. -ld _, ue to -•U 

with 1011 llatoro " do ~ ot .a.at aort. I '!111\o 
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" OCftAL. llti:SI.IIIVE BANI( 
CW N.&W YORK 

OFFICE CORRESPONDENCE 

coMnJII!!tUL mu To. 

DATC ltptMbtr 281 l l lte 

SuBJeCT• ! ILIPIIQII CXlU:IIUW:~OIUittL 

01 11&0Ul.AIID4QII u u . L. t. ltDolte 
I 

r:. lhat I'll do 11 -na our tel~booo -Yeraa\lon •d 

aP: 1ou t o aclaloelqo reo01pt o t -.:r cable. 

de J . That 1a quito undora~d. . . . .. . . 
b r•U'd• \be IStuaUon 1D ~rope, do J ooc t b.oucbt 1t 

••• UIT d1tt1eult \o ·~ ~ about 1\J one collld not Jft 

M>:f rel1oble 1DtoreaUon and ..... 1f oao had aooo, 1t wa s h a.rd 

to an&lTt • u. lobociT 1111.., what \be aaaailllla went o4 no r bow rar 

t hw Oei'Ciana would co. 

Tho oxchanco •aJ'lcllt wu C!Ulot 1n A:u ter41.'11 and the nr~t 

t aw d~a or Bopt•bor thtiJ' had bad to sell • t o• :1ollan, u wo 

ImP tr011 t hei r cabl .. , IN\ 1a \be last t en dqa th~ had dono 

• e l'1 11tUo, tho • • not botac t a1 rl1 quiet. I retorrod t o our 

a ol"cet hero, DCUonecl t hat 1 t •-eel to : a that d•Md md .,PPlT 

ot •ttrl1nc wore tn better baleneo aow anu thet it lOOked atae4T 

nur t be 4. 02 l"el• t h e ~aUtoc ordon tor sterlt111 'lhtch had 

ooaa into the • stordaa ·~at, do lone t boucht, ware .oatlT tor 

llllropa.n aecount, Mit &110 tor CatCib Jut I ndio• u -t. 

0 ' 
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BOARD Q,. GOVERNORS 
OP'1'MC 

FEDERAL RESERVE SYSTEM 

Honorable Henry Morgentbau 
Secretory of the 'l'reaoury 
\aahington, D. C. 

Dear Henry: 

I t hink you will recall thot a t laat .-eok' • 
-tiag at tM Treasury Jeseo Jones indul~ed in so.e 
good-nat uri!d panning of the federal Ro-.,...e bonita and 
aveelt ineludedt t or the •tt,htneea• or the Re1erve 
Syote .. i n 1 t s industrial lendJ.nt act1Yi ty . In s pi te 
of t he humor of the oceu ion I tool tho t the char~ee 
ohould no t go unchallenged and I have accordiagq 
ftent Jesse a letter conteintng eome obeervationa on 
the lUtter and I am enclosing o copy horel'lith. I 
truot you ,,ill find the fneta intereoting and orll18-
tive. 

enclocw-e 

M. s. Ecelu, 
Chairaan 

:77 
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BOARD OF" GOVERNORS 
DF T;HI: 

F"EDERAL RESERVE SYSTEM 
WASHINQTON 

-•ble z .... 1-, Adal.ahtrator 
,..,.,.. 1 Lou .le•q 
•••bl"'\Oe, D. c. 

I 

78 
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. 79 

Tile II\ of .lprU U, liM, ..n oaq •-•..S pncUC&lq 
all reaVicUou ca lluiaooa J..M 117 the ut boat oat al.Io a c1Mr s.­
d.ieaUoa OD the part of Coolcnoo tbet the ut n o ospoct..s tc CU'r7 the 
boll &Ad •J• the apoUicbt. 1a tllio tiold. leTtrtbelo .. the 1odorol 
a.oorn baJIIta COD~ to .ab ... loa•, 1-.lllc the c-atbo 
totol ot 1.otu u4 part1e1paUou lit' tn a11110D"" to the ODd of 1-. 
an. IIIIPIAc '111• period the ut 0 autbor1 .. t10Do0 iaeroaood oppi'Old­
totol;f tu6 odll10D oltboucJo 41o'bvo•oeta iacrMoed ODl;f ·- tn oll­
Ueo. to "IT II1Dd it 1o ntber .....-loal>lo tbet the a.ao...,. bub ,..... 
oblo to - n• tbet -t ot lO&JUI 1a rlft of the coopot!Uft 
oltuoUOD. 

!be t1cvoo &lAo oboo aa iatorutSAc &ldollcbt. oa the C!•ot1ot 
ot "U-"-•" 1a oat.hori.s&U .... .1.< or 111M U, lt&t, the Fedorol le­
tono b&aU bed oat.boritod lotu totollac SUI a1111o" odd, of Rich Sl4 
alllloa ar •ppi'OU8&"-lT I por cut ~~ hMa caa~olod oberuo the ut . 
bad utborltod a to\.o.l ot f4M ollllo" odd, of obicb ~ wll!!oa or ·~ 
..,.orlatoJt II) par · - bed - ....,oled. u J'Oil :.-, l oau are caa­
colod aot oo •""h becaooo the borrouro _.... tlledo .U.ben u tor 
the rooooa tloot \.be coad.I.Uaa attoch<l4 tc the 0o\ltborhod0 loaDO are 
o\ICh that the .........,.or caaaot or i t UDlllial tc -t t hM. 

!be port o,....• or ~- r..sarol loaarvt '*"l<o ol:o\lld aloo 1>e 
rlnod 1A t.bt licbt or other d1!!1c\lltiu. Tho lao r"''\llrto tbot ·~ 
pllcotiODo bo cou1clorod b7 I.Jl lDd\IOtriol oorloory co.alttoo at oce1> Pod­
oral a.oor... 'buak, ooloctod ~ o~&ccout\ll INoi u .. o ooo 1A tho dlotrlct. 
It lo oaq ootlll'lll that tbooo -· clnu ! roo bua.laouoo in &ood ct... 
ciol cooci1Uoa, o~d bo 1A~ to look rl tb cliatnor U;>01>.....,. ap­
pllcoUou o-l.tt.M lit' t.holr l oot 0\lceoooflll ccapaUtoro. ApiA, the 
lao dMo aot &1" the hard or Gov.,.,..ro 1R ta•b.laitoD Oil¥ aat.b<lri~ to 
puo "JIOIO appllooUou boat ODl;f to -k• ro&\llat1ou wador oh1eb the le­
ooroo - oboaal4 a..s. Obnoul;f tlltM reC~~l&Uou coa olll.l tj\l&l.l..t) 
tbt oto tato17 o11tMri ~, DOt 11r elM 1 t. tbt oh1ll ~ o r the loord 1a 
lao~, u...r .. , to .u-loto lDd\IOtrlol 1- b7 tbo le<crn llulto 
looo "- lloltod both 117 tbt reotrlctloM l a the ~tato ODd b7 the t act 
tbo\ - oto- pfto at n-1 pooor to the Board to • PF"" or dl­
_.. 1-. appllooUo•. 

1a tbo ll&bt. o! tbo abon, lt - to • • Ulat t1:e Toderol le­
ooroa 1!1otM ll&o - ao •oll with ladllotriol loau • • co\lld t.. expo<:,.,. 
cou14or1Ac the baadJ.eopa ....s.r which lt boo bod to oparoto. 

liae&rlll.t JOVO 1 

(Sicnocl) M. S. Eccl01 

• • a. &caloo 
Cbolraa 
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TREASURY DEPARTMENT 

INTD OPJIICa C C taiT.JNIC• 110N 

TO Mr. Wb1 te 

"'"" 111•• lietler 

~tecl 8tltle Bl::porU ~ C<Mlt.ri.ee 

(ID _,, • ..,. or c1o11ere l 

Sept. :1.-.22' 1939 

To~al 

Onitecl ltl.Qidca 33 
CODIIC!a 'r1 ,.._ s 
Clei'MIIF .4 
Polend IIIII Domaic .2 

All otber -t.ri.etl 72 

llqlortl ol I.e .... eo-ton.• 

hroeatece c..,.., 19J9 - 1938 

'r1 

!80 

DATa llop- 29, 19)9 

47 
41 
22 
7 
2 

129 

17 
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llr. 'llbiiA - 2 

Ne t.herlancl• 
Oe"""'V y 
S'llit•erlaod 
Japan 

J...-ry-J~ !I 
6f, 
8 

10 
25 

January-June !f 

- 1.8% 
l3 
17 

llalth or J~ y 
2<>:' 
14 
22 
46 

llontb or June !I 

- 16% 
17 
19 

) , ll!porto into tho 1lnit.ed States , on the o ther hand , hove in­
creased more this rear than i!ports into !.1\Y othtr lead·W oountry. 

J 11p0rto or Leodini Countr1u 
Pereent.ap Change , 19)9 ""r 19)8 

!lnitad Stotao 
France 
United Kin8dom 

5'111 turlancl 
Japan 
Net her lando 
Genr.t.r'G' y 

~ 
lD 

- 2 

January-July !/ 
1l% 
ll 

5 
1 

January-J.,. !/ 
~ 
) 

-ll 

llooth or AUBUet 

~ 
4 
9 

Nonth or July !I 

22% 
l8 
ll 

5 

~onth or JWI8 !I 
30< 
9 

- 1 

!/ Lateet !1.jruree available . 

y 1'rada with l uatria exoluded attar ~roll 19)8, f'r<lm October 19)8 
trade !or Great.ar Ge"""'V includes Auetria and Sudetaoland I 

!Bl 
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OFFICI OF '1'HII COIIIUSSIOMER OF CUS'!OIIS 

'1'0 COIIIIISSIOID ll&DJI 

1ICII 1'. I. J011180Jr 

kr. Cook, repreaantla« the Dttrott-Wtudaor !u.AMl, Dttrott, Mich., 

called at tho IIVe&a thh a!tai'IIGOo t<> report ,...." o~1oat1Jic troe 

Cua41u ao\U"C•• that plote ar. on foot to blow up the Dtt1"01 t-• ta4tor 

'l'wu>el, \bo .Ubuoador Jr1dp at Detroit, Peaco :Jr1dp at a..rtalo, u4 

the Jlu.d.aon liftr 'fa.lmel at •• York. there &ppean to 'be a.o ... ar1t1-... 

UG.D of the :ruaora at t.bla ti.M, 

Ur. Cook callo4 at \be Fo4oral Bolroau ot loYitUpt1oa 1o l'ub-

1QlttoD ud 41acu.ate4 the utter there, He caM ber. to le&r"'l .tlether 

c:uttoat could work out • o• pJ"OC;e&;uoe for exuta.toe ••htcle• eatertoc 

tht: Drltro1t-Wt,a4aor Twl.Del to 4atect ezploa1Tat. 

It wao ._,to4 that tbh alcl>t bl 4oao oa tho croW>d or oua1r>-

1a.t:: the fthlclet tor coatra"b&Dd or b7 .aktD& the nculu o.s. CUeto• 

e:rutnaUoo on the C&a.r.41ao 114e or the tUAMl AA4 a.t'J'U&lQI tor / 

Can.adlu Cu•to• euataaUOD OQ tbe Aaerlea.n 1141 or the tunnel . !be 

aatttr ia under cooa14erat1on in the !urean • 

........... 
'lbo toll..,iDC 4upatch roco1YI4 1>7 Cout OW.rd !roo t ho eo .... cUnc 

Officer of the Coaat Guard CUtter ti.LLAP()O:SJ., ud.er date of S41J)t..ber 

28, 1$39, I'Ql.PI\1 1Dt.IHIUQC poeelb111tlll AI to tbt coa.Uaud optra.. 

tlon o!' 0.f'IIII.D •rcha.at ahlpel 

"PJJWWIW SS .lilt. J.llll'riD SJ UlllWI 1llQI C1mA 'l'ODI.T X 

U .lilt. J'OiiiPLT DlliZIG Uil!S!'IT BAS O-..s IIAftD, 

CHIU, .uD J.SSISUlft miOIDII .uD !'110 OllllWIS Ill CliiW 

X BJIIUIDII 01 CUI o\liJ TAlllOUS ~IOIW.I'I'U:S IJCI.UI).. 

111) Olill AIUilll CAll C I f 1 Zll. • 

••••••••••••••• 

llr e , 1 • 

JMUV', lac.. ... Orl..._., 411C1UII4 • 1 tb. .. 

ac&laot bio u ... tor v.a4oc1an4 ft ... oqlrl_,., obto 

lo tonlp. porte. S. • toteotioo ot bh COIIP'MJ t.o ~ 

• t\b Cuatoeo 111 r 1l> •••rr pooolblo ...,. I o4rloo4 bi• to dlo-

cu_,, t.U> aa lrt\h ov collector at a .. OrleN.I u4 to &h'l OQ.J' people 

all po o tatoratloo. . ............. . 

Regraded Unclassified
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I at taoll a oow of a l atter f .... tu oollao\or of .,..., ... at 
1'1 th'llllrcb, h., to oo~~plata J'OIU' raoor4 1" U.a _.,.,.,. •ttar, 
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' .... 

••:' , • 11, un. 

!be OnTdesf - ~ 0 ' a., 

Wmrt 1•• Mr. w. a. J otmaon 

~-,_ .... f' -A 'le.C 
-MenhU·'--• __ ..._ta 
llaDMd -·· " - \Ida ~. ~ - Mrt=f \lla \lie I .. tl/1 \Ida efts.- tl/1 , s? 0 u, 
U),, .,_ u.L U. tell-\ .. -·Ute , ...... ef ........ -... ~ 

:84 

.._..,_. ,_ .. , .... Mn"fe 9 =· el 

C. .. e.,D1Seol• 

st.eal. o.pw t '"" 

~,,._.,,, 

S'-1. O.p& '!e 

Pl&t? ...... 

f:IM, -· Pa. 
11 'M"\R • .,. ... ,lll''-l'.,ll?lot·Ial• a 
C:o ...u..•.Ya. 

- ....... , ....... 
an MMI"., h.> ~,028 :u.. 

(1?9 ,279,92 Lon~ tont 

., ..... ... 
AU.at-. • · ,.. ntt!'dl'·PT·, ••• > 

10Wo - - - - 'IU,m.., 1M. 
1'0fJ.L • • • • • • 324 • 103. 48 

Lon& Tone 
u .. tut- Si4IW , ... i.e ........ ~ .., .. 

- ./},. ... ~ 

Regraded Unclassified



..,t ...... 29. 19)9 

J.t 70oto....., •nillc'o ftCIIlar lftiiP -uac tbo honlazT aob4 u.t 
1 un _.sat-h tor lila to noos,.. ICoooro. Lol'OT~t .... u4 rtaoeat 
JU&olal 0-olon ot tbo beach- lll'SUoh -.oouo noooUn}T, ta' 
ot4or tbot bo atcht cf.'N oonata latonaUoa Sa "PlT to Saqnrtoo tbo7 ho'N 
oo4o wUh nopeot to tbo facllSUoo ot tbo J'M.l'al l!ooorn Bat of .... Tort. 
!110 8oOJ'O\aJ'7 aoloo4 \hot N70U - fllpt ha.o a (UOUoa ao to thlo pollc7 
obo\114 brlac tt to hh attoD.Uoa ,..s ... to tbo 211!5 appotatMD.t 70oh....., 
wbloh _. to bo -o tor ICoD.ol01ll' Loro7-Boalt011.. 

:as 

J.t 12allo -· tbo thne ooo-oh uqaalD.to4 • wtth oortata poUou 
wbloh tbo7 bo4 Sa tbo pr•S oeo . fllro11P llro. noh wo l ot tbo SocrotU7 
toow thot tboro wro t'IOOUou. !bo Socrot&r7 tborotoro S...tneto4 • to 
cucol tbo eppolat ... h all4, 1utoa4, tor tho throe ocoaoaloh a114 .,-oa1.t to 
Mot wlth hSa at 2alt!;. !lolo oohe41olo _. oarrlo4 ""'· ICJ'. Jaillo ~oiabc tho 
~"''· Uhr 41o.,..oloa ot \bo qoo.oUou raho4 ~ tbo -lloaloto, ..., attor 
tbo Socrot&r7 oa4a oloar hio t01ao Sa tho protllooo, It _. 4oo14o4 thot I oll...U 
- "PpoiatMD.to tor tbo two J'iauclal eou.oloro to oo• to tbo l)opartMat 
to4q e4 ac(Ulat t- wtth tho locrot&r71 o oo a•oauoa. 

!lolo •l'lllac I tol4 tbo locrolazT, •• bo hS.phOilo4 • tn. hto hoao• 
al 9 o1cloot, that I bo4 oa4a eppoiat-h tor Loro7-BoalS011. to - 1a a 
l2 oooa - tv Ptaooat to OOM at ) P.M., - tho\ I bo4 41ctato4 \bo l .iaoo 
oloac which I pl&ao4 to opMt to t-. Jot tho Soont ... ,.•o rotuot, I _. 
rt1 aoho to Ill'. &town to -u to tho locnt&J'7 •• JCr. Shwrl callo4 
ol tho U..o llotwoa 9 all4 10 o1o1oot. Upoa !Cr . Stow.M'o retara ho tol4 • 
lbat tbo locrot&r7 eppl'O'N4 tho 4rott otah••to wbloll I ha4 ronUto4, 'lm· 
4 .. lro4 lhot thq 1lo -o or&llT, u4 tho\ 100 -oraa«u bo hoa4o4 oUbor of 
tbo foro~c& JNproooataUfto. 

ICoaolev Lor07-Bo&l.l011. oal.lo4 at 12 -•· I tol4 hta thot tho 8ocrot&r7 
ba4 plallllo4 t o roool'N bla 7&0\o.....,, 'llllt .,.. oobo4\1lo _. -t, &4-­
fortaaoh}T tbo hore\&1'7 to ..,, bore to4q llou•" of US...u. Loro7 :1-11ft 

ototo4 that •• ho bo4 orooo ... aa t!- ICo.....Uo wlth \bo locro\&r7 lao\ -r 
ho ho4 tal.lcocl. wtth h1a Sa racar4 to ,.,_ plalio parohaoeo la thlo .-17. 1!o 
ba4 hopo4 to llo ohlo to cf." tho locrot&r7 700h._, la a pvol7 latonal 
OOilnroaUoa, hto olloenallou - tbo wlli::lac ttl ~ ~-h for par­
ehuS.c plaaoo 1a thlo oe-t17. Be oUU hopot to haft thlo -~\7 it lt 
187 p:roTO llp'Mohlo to tbo locrot&r7• Be -..too4 tbo ol'-lloa to • ao 
follow a 

!bo J'roaQ ollttllao4 looo til& 501' uu ... rtoo Wore tho 01lnnat ot .... 
Of pleaoo ...... \bo7 JIM oenracto4 tor Sa thto -17· J.o tho I !Nor ot 
tbo pteaoo aro natoho4 \bo J'ruah --•• pa70 tborotor Sa Nl, -.,ttac 
'i10oo plaaoo Sa \bo u.tto4 Ito\ .. aa4 l,...,ac prtnteco uter •be pro­
lntralu7 ~ow to ahtp t- to h&oo. Lon7.;Jo.llea tllncb• •hot \hle tact 
- aot &C01lftto}T -.rotoo4 1a Wt ooaat17, ... ~ _....ro ot Ooacrooo. 

CONFIDENTIAL. 
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jA ... _... polat, loea'•J JJ ' '• - .... - u. ~ --.-. 
·-· w -~~ .... la *• -~-- -· Ill• .... _, 
wu n(Oiint to JIU .,. ....,. f.., ..,_.laa ef .U.rl- .. ...,._ pJ..a 

taoutu .. •• ~ - ••• ........ lboe tile Wtt.al ,..._ e.un 

..... c:l ..... ·- 1J, • • laYT ............. --- ... - .u.n.a -
_, pla p~ -.... wl~ - of U. - f-rloo , -• ,.rttnlar~ 
~t 6 alt UT• 1M ~ pG P et'll atflolalo la • .., T- ... -

alh.UC u.. • ...,_... ~ an- at a -- fer ),000 .wtu~ 
pla .. , wt~ ,.._ .. ,u_ u - ..., ,.._ ...,....,. :a.. h aot "" 
pMl.et. ll- tM la7 orUn wl\PI Pratt 6 ftl\11117 .. , '- c:lftli ptorl\J 
bJ tr.. _at....,....re, tile Moqt-• at U. ~ ooatrM\ ....a ro(Oiin 
a tvt:.Or ._aha of 'Plat faelllUee , wltll a renl.tut laoreaae la tiM 

ooot w 7naoe of frw 15 h lOll oa tile aoroplaeeo -.r --.lauae. 
LoroT..J!oaalln \llu otreeo" tt. .,.ut t!IM :Piueo h ....,uc fer tt. •• 

,..,..loa ot oar aoroplaao lallut~ - al "" - t bo n ... tac obotaolao 
or ~llo"l la ebtalabc ull....,. of _.,...,,, 

{: 

Uter tile forocotac ..-•• :r..:ro,~o=H• ..-... • _, 1 Pla4 ta 
aiJ>d, I tol4 Plla tat I 11M. .,.._ wi\PI tr.. leo:rot~ wl\Pila roo•t a.,. 
of WT aoanraeU ou wltb Pllaoolf aa4 aloo wl"' J'laooiD, Pill JrtiloPI 
cou...,... I \Pia& otaht , raterrlac to tr.. ,..,, p:.raoee t,.t oa t:.O 
-ndt. ta WT lluolaa 

oy.,. - ~ ... of ,,.. be•-~ l)op&r\8D\ -~ 
U wnl4 llo .,. .. l\lo for TOOl to !laft opoaot la tile 
- ot JOV 0......-at, or of , ,.. of l\1 -loo, 

.. - wl"' ..... ftooal -··· ,,.. ~ral ... _ 
1aa1< al - Tort. 1 ,..,. -· t b1o •ttar liP wl\PI 
tt. Ieora~ of t:.O troa~ - t. h ~llp\14 
t o latora TOOl t:.U TO& ..., '- -- \Pito oo-•-•· • 

0Tn reoop<u, ot oovoo, t!lat tt. -~ !lao tiM 
Ji&lat to look al U. :r.a.ra1 ••- laa1<1o ttooal ~~PUT -···· I LaroT~·-· ..... loooo4ta\~ ...... ,,., Ill• la4;a1rJ wl\b ... .,... .. 

tM 'P'••tlltlUJ ot or=•ac u -- wl"' tlle :r.a.ra1 ......... - W 

186 

arlo• att er t11o -~ w ~- w lila t!IM fer polttlael ......... . 
ta oo tar ao t11o 1Ja1\e4 1\aloo, ao wll ao r.-, ... _..-., U 110'1114 
bo ~ot""lo tor u..- ; _... Jlrtraob _..;per .. _ la U..1JaUe4 

1\aloo w :.. aernet wl~ u. :r.a.raJ.I!eool'ft - raU.r tlla wl\lo prl­
--.. I ro.t..tet t.o:ror~~- \lie\ I W aot ,......,.._ ta _, -
ftrootlou If "'lo Mft aal. l proferrM \!Ia\ ftl' ..... - ttoeuot• otan 
wltb tt. ,..-1oo ~ bo W ..U tiM -'"" 1Jicai~ at • • It l wro &!Yl'll 
Ilia a tonal otal-t, tao\ ... at tlllo aral - · • 110'1114 t .. l olll~ :.. •14, 
la,... esbu4e4 a to otalo .. u-- *lelr. 11M let •• klo .. 

(OiirT. • - :. ,....... " - .... u ta. -~ w •t aproooet 

CONFIDENTIAL 
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_,_. 
hh proforeJ~Ge !ott the J'ro110h OoTo.,.at to ......U. lh :poarcl>ulJic 

b'Qaloooo ..,cout tllnnlcll tbo 7oda>'al •••ne 1aak of Jov York ratl»r 

thoa throllcb prhah 'b&llka, tbo J'roi>Ch OC>Yo~t 'CUII!.C>Uto4J.T VOI&l4 

han uUlbo4 the ooniooo of prl'rato l>uaro, penl0111Ar1T llo;p;;/ 

ao lD tholU\wr;-- - / 

Jlr, Lorq :s-H• coaU-4 thet the a.rruce•• to 'POT for 

purcbt.ooo of uropl&Deo thro"CC> 4lroot laak of huco - 7o4oral .... ..,. 

ll"* of Joy Yoltl: ohe=olo ho4 ren.Uo4 froa .borlou. ortlclal ,...,..,_ 

ao114&Uono. Bo otah4 that thh praoUoo of uloc tho laak of huco 

U a third. pu\7 in tranoaoUono bot ... on tho J'ronoh 0oTor-at am an 

.borlcan 1>ull: ho4 prCTo4 a........,. In auwor to hlo poUoa, I tol4 

LororJUII1lc that tbo tono 0 fhcal -at• ao o.ploro4 1>7 u b .s... 
ICirll>loc tho rolaUouhlp l>ot- tho ll'o4oral •••rn Bank or Joy York 

aJid tbo ~&aourT ho4 no oorroopoll4loc phraoo ln J'ruoh, but that llutt 

umorltood. thll UOO. Whoa looi'07..Jloaullou lt&to4 bo d.ld DOt lmov vhothor 

tbo J'roDOh OoTO"-llt YCU14 1>o llllcloc a 4opooH wHh ·tbo ~•&CrT lt­

ult, with o~Uollal coatrol onr U l>oloc plaoo4 b tho h&D4o of tho 

~""'7. b7 opaalac"" aocollllt with tbo 7odaral •••rn Bank or row Yoltl: 

ao ov !heal _t, I hl4 hla that he pro.-1117 wuld. 4ol1re , b 41o­

cuulJic wlth OC>Yonor Barrhoa or othor ottlcoro or tbo ll'od.oral Beoorn 

,.,.. la rov Yolto: tho pooo11>11U7 ot op&lllac an aooout, to oook -

lotor•Uoll ao tbo7 ..., roqv.ln wUh roopoct to tho o:mot charwootor of tbo 

!heal acut relaUonahip, aD4 the cond.lUORo appllcal>lo to tho oponlJic 

of thol r aoeo""t. 

looro7-:BU1111eu tol4 ao that tbo J'rnoh plan h oov to han &ttaoho4 

to the J'roDCh pUroh&01ac o~uloll ono or tw .. ,. who ......Uaotuall.T 

d.o tbo pqiac. !hat la, aq 4opooH ..,.oh tbo huoh OC>Yorn.at """ 

-o for tbo l>ollotlt of tho :ponrd>uiac oomnloa will 1>o aoro}T a 4opol1t 

and DOt a oo-rolal aooout. !bo J'ro110h ort1olalo will 4rav chocb oa 

thlo aooo=t tboaoolno, or oooll: nothlac l>OTDad. tho bolllc .a~rtac p&Taoat 

acaiut l"'"'lcu. All lnopoct1oa ot po4o aD4 oorUticaUoll tboroot will 

l>o 1a tbo lw>do of tbo haJ>Ch ort1c1alo ao4 the7 wlll d.o ... t of tbolr 

b'aaluu !roa tholr """ ollooiL'boolt, 4rav1ac .,. tbolr t=do rith tho .bor1can 

l>ank that -:r 1>o cllo.... Loro7..Jlo1101l1eu looloto4 tloa• thlo would o11a1•to 

tho qv.ooUoa of protU to .bor1can baaka. Bo oald. Morea• protu 1a tho 

laot wr -• tro. tho 1/~ml:lal.oololl, ..,.ch VOI&l4 oov bo no11o:dot011t 

.... ,. it tho 4opooU wro with a prlT&to -· Ia -wr tc .:7 laqv.lrr, 
LororJ-all• ot&tod. that tbo haooh OC>Yo,._,t lao acCO'GIIU wi th ooTOral 

bNll<o, 1ncl...Uac llorpaa, aD4 Vftl4 pre.-lllT ooau- wlth thooo - it 

111 acc01mt for tho baotil of tho purcheoloc -ooloa lhoul4 bo opoao4 

vUh tho ll'od.oral Beoorn l!oalt. In ....... r to hh 1nqv.lrr, I told. Loror­

Bo110111eu that I _, &0 lac to opoa1< to Pluoat thlo attenooa, aloac tho 

laM Uua that I _., talltod. wlth hla. 

Loro7JUII1loo. wo aot .,.... tbot hlo OoTOruoat will 4oo14o thot 

banac aa acoo=t wlth tbo 7odaral t.oorn li&Dll: lD tho ohoTO--Uoao4 oir­

._taoooo wlll ottor ouch roal ooanll1o110oo ao to warrant a 41c1o1oa b 

ta..or ot lh uoo. 1o _,,0 t o tall< to P1u01>t on tho polat, h>U•Uac 

CONFIDENTIAL 
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u.& \M ,.._ - \M ••·Uloll w.l4 pnt• to f•U.., a -• 117'1-
la \Mlr .,...e~ouoo . 

Loon7...!1.-lln pre- U>at lt aa uooM\ of tl» ..... ohanchr 
ablnll4 'M .,aM wlth \M hdersl .... rn lleak 'T tl» ......., ClonrDMat 
\M _, of tl» - ot ,__ for .,....-.lac uroplaaoto wn14 1>o ' 

..,.,. la\• , ....... ·== .... 

:sa 

..,oro lO&Tlac, u4 aftor I -.. rop.Uo4 \o ll1Jo ~· tl» • • ­
wbioh I flnt PTI lliJo, Looro7...ll...,ln ~· -· tloo polat tW tl» 
rr.aoh OoTin.llt vnl4 "'t MTI l'llloo4 \loo (MIUOil of uUllllllC tM 
lo4orsl boom Bult 'lllllaeo tloo SoontarT ot tu b'oanJ'T, &114 o&~lior, 
la co-tloll wlth aoroplaoo, \M Proolftat ll1Jooolt1 W aot lot u \• ~ 
- to tua tbat thlo poactlce ,.. f&Tir .. for pollt[Oii ......... \oth ' 

'-rlcall &114 r...aola. I tol4 Loon7..-.1n t.llat I W Ui>lolao4 to ll1Jo 

tW tl» loont&J7 of tho ~oaowj h 04oUr• to lat .. ll1Jo \Mt tu 
ll>oTI-4ooori\o4 oollTIIIl- of • _, wlt our thoal _, _,. 'bo 

MC4ftM. !loo 4oolol01l u h 11Mtller thh lo a roal ~- - ao 

I to -..nor it ellootl4 \o M! opMil, oolllltorlac polltloal llll4 all o\Mr 

ca-t-o, lo lott •Unli \o tl» ,....,., 

llr. Pla ... t oallo4 aa • at 3 o1 olook \ 7 IIJIPOla-at . lo tint Molt 
'lip wl\h • t\o ... otlal of latlal oUTOr poUq, ........ I MTI npor\14 

laa_..ato_ ....... 

OONFIO~NTi~L 
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TO 

TREASURY DEPARTMENT 
189 

INTER OFI'ICE COMMUNICAllON 

Socretu:r llorpntbau 

llr. Ooohru 
coNF\OENT\AL 

.t.tttr tho 3115 MOUDt; 1n tbo Socrotary'o ottioo yeotordaT a!torDDon, 

I telophonoo1 to llr. Linoo;r in tho ])epartMnt ct Stato tbo -oUono m1cb 

•h• ~--:r ~tllont bad a,:reoo1 _ ,. with rtopoot to tbo draft ot a ropJ.T 

to Csblop-aa fl6 troD llr. 'lollu at -· llr. Linoo:r bad h1o Socrotar:r 

laD I!DW11 tho pointe wbich I ado OTer tho to~hoAO. .l.t rq requut ho bao 

prov14oo1 tho tollowiDt; -.....- ot tho co~rnraatlon, m1nb acawatol{ reporto 

l t: 

"'lr•ourz .1.4Tioo on - Cable lo. 161 Soptombor 26, l p.a. 

Uttr cablo llo. 16 bad. boon o11ocuoooo1 :rootordaT by a 

Tr•tw7 srCUP with tho State n.p&rtment ano1 too1ay b7 

tho Tr• ....-:r jp"O\q> w1 tb Socrotar:r llorpnthou, llr. Cochran 

to~bono4 t ho toUowiDt; OU&&Ootlono •• hoYin5 llr. llorpntbau' o 

apprOT&l, 'but -.p~>aoio!Dt; thot tho:r aro aorol.T OU&SOotlonll 

(1) .1.rq bpor~IIp>rt Jaak or stabWaatlon llu14 

•tt• ooul4 be ball4lo4 at onco alOAC Unoo mtch llr. Wolloo 

-•t&Db troe hio tolD with tho! traa....-:r an4 llr. Joneo. 

(2) 11o -•t tbat Coloabia and. Peru ciT• llr. telloo 

all 1nto .... uoa tboo7 bo.Yo ao to their noo4o and. ooll4 on •• 

qu1okl1 ao po ooi'blo wpploaentarY intorooatlon oo thot 

(3) !ho UDUr eocrotar;r, 11r. llaDoo, aat o11ocuoo with 

llr. 'lolloo, llr . llorpntheu aD4 11r. Jonoo tbtoo oUuatlono 

u4 '- b. a poo1t1on to ·tall< aboUt t- a t Ol»t -la. 

Regraded Unclassified
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(~) 1Jo holli .... 1\ 11114 .. uable to ban rtalh bore !or 

tho ~\o pro-\ -v.oo o! ....,. on 1ntorual poUUcal 

r ... oa.e. • 

190 

to. urmJ.DaUDC our co..voroaUoa I aoouro4 Ill'. :14Yooo:r \bat tho tr••11>'7 

•• an:liov.o to hoi holptUl &D4 ho acroo4 \bat 0'111' wcceoUoiLI •ro 1 onUrol:r 

reaoooablo1 • llo oa14 that he would tan thlo iD!orMUon 1-a\ol:r to 

secrotar:r Bull 11Hh thoo rt ... to a nabl~ holi:ac 41opatcho4 to Ill'. 1JoU.o. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 191 

INTER OFJFICE COMMUNICATION 

ro SecrotuT llorcea\lla 

~.. Jtr. Coc:hraa 

Report iDe liMb 1a lw York u4 - l'.Urlll. llooorn :llllk roporte4 oal" 

t.otoli.Dc 1.89(), 000 froa tiw f ollowiDC IOUI'COII 

Co..erctal comcera. • ••••••••• •• • ••• ••••••• • •••••••••••••• ~ Sl 000 

l'orolp baDb (..-ope, lv laot u4 lou$!> Merica) • ••••• , lo 709:000 

J'o4. .... lilt. (16o,ooo for lorwq, 1.50, 000 for ......_) ••• 1o 100,000 

!o tel " 190. 000 

l'll.rchaooe of otor11Jic _, ... to "9)9,000 a. 11>41cate4 l>olow1 

ItT eo-rcial • .,.., ..... (lllolobor houooo coo4 b\IJ'oro) •••• • •• lo 629,000 

))' foro lea - (..-ope, rv laot &4 Iouth Merica) ••• • &. )10, 000 

!otol lo 939.000 

tho liMb aloo roporto4 _, - llr1Uah Coatn>1 plZ'CIIaoe4 otor1U. 

uounUIIC to 1.10,000 at - ott1o1al rato, 

Wo rocoiTo4 ._.,. tho r.a.ral :looorn :1-.k of low Yom a roquot troa 

t.bo Oontrlll. llult of Arpntiaa to J1UI'OII&eo *<!,500, 000 1.1> p14 to \o ed4e4 to 

.t.beir ....__ _,, .ml.ola r.quot waa llppl'OTo4. 

tho laUoaal :llllk of :llll.CiU to4q ool4 to uo $1,151,000 11!'14 troa -ir 

•-8:l'ICB.lb4 accoaa•. 

11aD4T u4 ...._ t'v-r ro4:Dce4 thoir 1lu¥1IIC prlco tor forolCR oilnr to 

35¢ todq. !be oa!T roooat J1UI'OII&el• of ollnr .ml.ab w baft aa4o wore 

50,000 ouacoo oa hpt_.or 2J u4 100,000 _ .. 011 loptoa\or 29 W>4ar our 

r i!Q>lor aoathJ.T acr-•t with 0...0.. to parollaol up to 1 , 200, 000 OUilOH. 

Mr. Ooorp loao•oo, l1auc1al Coaaaolor to - .....,iu l.apUOD, oollot 

on tho toll}ll>oaa to4q rlll.aUn to a oalllo clob tho •·•'• IU.a1otor reco1To4 

troll - IU.aiotor of r~ 1a :llaallaHot, wt....,tU. $ho plZ'CIIaoo of twav 

t.ona (6llo,ooo o"""oo) of ollTor for aiaUDC pll'J'O-· !be ollTor 1o to \ o 

ohipP04 to ...... T1a eo .. - lr. :loacoeco .... 11lTlto4 to ool1 •• thlo offioo, 

1rhlch ho 414, - ,. 41_.oe4 wl$11 h1a $ho aotllo4 of pucllaoU. ollnr 1a Wo 

-kot. tho quotioa of ohl:paoaat of tho ollTor vu oloo -tlo..O.. 

f.~cONFIDENTIAL 
' 
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J'Jiallt Aaer1oan lll!lue,-, Parh 

•o.: 2263 ( BO!'IOH OU) 

DAHl llept•ber 211, 1939, 7 p .a. 

T&J'1oua loophole• are be1Jl8 41eoonre4 ae uae so•• 
on in the decree proT141ng t or exoheJl8e control and in 

corollar,. aeaeuree. Up to th1e tiae, tortunatel)", eo tw 

people haTe d1eooTered their ex1etenoe that no eer1oue 

~1eg1Ting haa been oaueed. It 1e preeumed that 1t the 

e1tuation warrants 1t, theee loopbolee will be blocked. 

The l'oretgn hohaJl8e Ott1oe hu ruled, t or one th1Jl8, 

that there ie noth1ll8 to prennt a rrenoh national troa 

depoel t1ll8 trance to the aooount ot a foreigner 111 Parle 

under the ex1etill8 regulat1one. It will be recalled that 

the foreigner in P&J'1e oan, ot oour .. , under oerta1n 

epeo1t1e4 oond1t1one, take a balance out ot rranoe in 

foreign CIU1'1"8no,- or uee tUllde alreadT abroad to •re1abur .. • 

the l're11obaan. rurtheraore, it ie legal t or aDJOne Who 

hu a dollar aooount i11 Prance to uoure a dollar oheok 

here on Bw York an4 pree\8&b1T it 110uld be poeelble tor 

h1a to till4 a ,.., to ..ual• the oheolt out. (IIID I&O'liOI: 

OD ) 
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1'11:111 .&aeriou llaba .. :r, Par1e 

110.1 22&:5 ( hot1o11 two) 

DAft: lept•'ba- 211, 19311, 7 p ••• 

!he follcnd.q h aDOthn u.-plel A fore1p IIO~r .. 1dMt 

who ... ~ bolder of u laportut ehrl111g baluoe 111 

Lolldo11, reoe11tl;r ued that balalloe to bu7 fralloe, ae vu 

pel'lll tted; later, •• a fore1gD non-realdent he eeolll'ed 

authol'l t:r froa the J'ore1p hohaiiCI Off1oe 1n Plol"1e to 

uee tboee franoe to plll'ohue dollare. Howenr, 111 effeot 

the Bank of ll'ruoe eoaeua .. aota with the J'orelp Ex~ 

Off1oe •• a double Clheolt aDd our fl'leDd 111 ~ J'ore1p 

hohaiiCI Off1oe retu .. d to •IIPPl:r the dollar• wbloh the 

authorhaUon oalled for. lllbeequelltl;r, bowenr, he 

pel'lll tted ~ ower to repurohue eterl1q. !he deal 

... deteoted olll;r b:r r..-on of the e1ze of the traneao­

Uoll 1nwlnd and the faot that o\11' fl'leDd r••bered the 

earlier oonnralon 1.nto fruoe b:r the bolder of eterl1q. 

It 1e poealble that eiallar oa .. • •a:r set b:r without 'be1JIC 

deteoted. Aleo, the Pore1p hohallp Adrteor;r ao-1ea1on 

hu ao far (ple .. e refer to telegr .. no. 19DII of lept•ber 

u, 11 a.a.) rul.ed that 1t 1e 110t required that ~re be 

111o1114ed 111 the deo1aratlon of .... te oalled for 111 the 

4eoree of lepteabar 17 (olll' telegr .. 110. 1!028 of hpteabar 

11 

.. 
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18, 1 p.a.) eltber &lllar or other torelp oun•or aoua .. 

~14 la rft.aoe or torelp eecnar1 u .. whl.oh u-. ~a1oall7 

he14 a'llroll4 "' 11!11oh are oarrle4 here oa -~ aoooua• ot 

J'reDoh aaUoaa1e. (DD DO'l'IOI ftO) 

a 'IJI :J:J~ ll 

l "~''f• '. :lt1' .. """1 
..... ~ .. , iiQ 

1'9"': ~ !ll'f-.1 ' ~,.. 
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~arepbrue of lleot1on r our of 'relegr• lo. 226Z, 
lept•ber 29, 19:!8, 7 p .a., fl'Oil ~ar1e 

:96 

We were 1nforaed toda7 111 etr1ot oonf1denoe that 

Whereae no etepa had been taken unt11 reoentlJ bJ the 

Ita11an OoTeroaent wh1oh vou1d look toward meeting the 

matur1t1ee 1n the amount of 1<&,000,000 wh1oh Will beooae 

due 1n !lev York on October 1, 1t haa reoentlJ been deolded 

bJ the Italian Oonroaent that 1t Will not defau1t on 

t heae ob11gat1one. !hen 1t aa1nta1ned t hat 1t lacked 

dollar exchange and vaa unable to lnaure go1d ahlpaente 

to the United Statu troc Ita1J. 

lfov, howenr , 1arge1J through ea1e of gold to 8Y1 .. 

aooount, 1t haa been able to bur dollar exchange 1n the 

amount ct te,ooo,?OO (12,700,000') and lt 11 1n hope• ot 

being able to obtain the ba1anoe 1n the near future, 

ProbablJ fOU haTe a1readJ reoe1Ted the foregoing 1nforaa­

t1cn but we are paaa1ng 1t on to rou ae a poeolble atraw 

1n the Wind 1nd1oat1ng the attitude ot ' the Italian OoTern.­

aent Y1 th reference to war. It 11 our roapeottul requeat 

that no raterenoe be aade to the labauJ 1t a oheok-up 1• 

aade 1n lev York. 

We haTe alao learned that lv1tzerland baa been offered 

fr•e pori fao111t1ea at Genoa and other aoooaaodat1ona tor 

trane1t tratf1o to o.raanr, a• well aa tor 111p0rte tor 
,J( t u !:<:p 

8Y1u nuda. Ellll dO'riOII roUR. 
• ' l 

" 
• .,. ... til.;; •• , • • 
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JIAlW'IIIIAB or amoa rrR or 'lllJ:tllWI 110. 2211a 

aP"'"D 28, 1115, '1 p.-., rac11 P.UUI ' 
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tor lw1 taerlaD4 
'l'be oatoh to th1e otttr wu that 1t would be neoe .. U"J t\o 

tllrllUh oarta1a ued.ed. 1 ore41te•. 'l'b.e lw1ee nn aot 

w1lllDC to do th1e, w1.ti. the r11ult that Ital.:r retueed to 

extllld the aoo-.t&Uou. We are 1nton~ld that the 11111 .. 
the 

are nov negoUaUnc w1. th/halloh to 11oure tranait all4 

Xe41 tel'l'anean port tao1l.1 t111 at Oette. 

'rbe Aabu .. 4or vu told toda:r bJ Re:rlllll4 that pereonall:r 

he hae •nr:r (•) ot reaonnc tl'Oa Pa1'1e. We han heard that 

there 1e 1noreaa1nc oppoe1t1on to the propoeel. to aon the 

f1nano1al oo..wU t:r to Obatel. Ou:ron. 'lhe 1noreul4 oppoa1.: 

t1on U largal:r buld on the need tor further 1nnlt1gat1olll 

ot the o011plete laolt of tao1l.1t1u tor oarr:rtnc on the 

Bourea redieoount all4 othar operat1one at Chatel Qu:ron. 

laTeral banke and brokerage bou.ee vera offered a4Jo1n1ng 

41'1111JIC 1'00IU 1n the publlo bath a• eate dapoe1 t tao1l.1-

t1eel 

Re:rnaud aleo 11lfon~l4 the Aabuea4or that be vu 

i111ppJ.71DC tund.e to the Pol.hh CloTe:rnaent and that he ..,.. 

pa:r1Jlir t or the traneportat1on of the Polllh lllbue:r to 

Parte ~rpa lfO..-~ov. 

'l'b.e e10\11'1 t111 ~t vu 1l'lak o1f111C to the tol'ta11tlil7 

l.1qf£iU1.1Pllh4 1n ep1te of the oeneor'• ret1oaaoe, to the 
' el.eo 

nfti' ., .... , .. 1n4tuel1an 4eolar&Uon. RlnUe/var• WM!t. 

'I_... 1J 

(ilrO'I'--·) 
( •) .&pparet oatee1on. 

• 
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.U "" ha<re P1'..,1ouel)' reponed, it 1e not the du1re 

or intention at the pr .. ent u.,.. ot the Oo<rarnaent, that 

oo.aittee or the roraign &xohange Ott1oe to requ1ei1:1on 

f oreign holding&. lloreo<rar, the)' do not dea1re rren~n 

198 

to oonnl't their tore1p holding& at the pruent t1ae; on 

the oontral')', the7 prater that euoh holding& be held abroad. 

It 1a our teellng that in the eYant the war 1a a long one, 

the tt.. '11111 naturall)' ooae W.n the Oonrnaent Will 

raqu1e1t1on euoh holdinga. It ..... to ue that 1n the 

aeantiae it 1a to the ob'rioua ad't'&lltage ot the Oonrmoent 

to keep thea abroad and that b)' euoh aotion oartain protec­

tion againat turther depreciation ot tb.e trano 1a attorded 

the rnnoh holder. J.a a ruult ot tb.e innate reluotanoa 

ot the J'renoh to daolare tb.e1r holding& to their ao ........... 

on the other han4, there are a nu.bar ot pbJaioal tranetera 

ot aaour1 tie a to rranoe deap1 te tb.e BrU1 eh 1nauranoe rate. 

It 1e our undaratanding that the OoTarnaent 1e aaill­

ta1n1ng a oheolt on the inTOio1ng ot export• and that the)' 

are eatt1ng \lP Yarioue eataguarda to a .. ure that ell Jlro­

oaede rr- rrenoh e.s:pol'ta '11111 so throlli!ll tb.e Bank ot 

·l 

halloe eftlltuailT • 

·.~ 

.t . ' 
I.A.ID 
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TREASURY DEPARTMENT :ss 
INTt:R 01'1'1CE COioiMUNICAT10N 

....... septellber 29. 1939 

TO seor.\ary Mor~nthau - "'= 
fl!OM l(r. 1lb.1 te 1 

SubJect: The llew Brithh Eoonoaio Trade Pol1o7 

1. The Bri Uah O<wer~~.at t 1a appe.rentlr adopt1ft8 a 
new oo111111eroial. polio)" wh ich aay be or oona1derable iapor­
tanoe to ua . In th e cable or 8e pte111ber 13, 11631, Butterworth 
1n41oated that the Bri Uah OOvern.ent waa oona1dering out­
right puroha aea ot world atoolla or priaary ooi:IIDOdU1ea an4 

the r e aal.e or t hose atoolta throuSh the London Mrltet t o 
neutral countr1ee, 1nol ud1ng the United St atea. 

The tirat atep which Britain tool< in this d1 reot1on wu 
the purohaae or tbe entire wool ol1p or Auatralla. Seoretarr 
Hull i ntoNed r ou on Septeaber 23 that arranp•nta had been 
sade t or the purohaae or aurpl uaea o r aoat prlaar,Y produota 
or Auatral1a including tru1te, •at, butter and poulbly wheat. 
The Brltiah have alao indicated that they are arranging tor 
tho control o r Jut e . 

2. ~· new Brit1ah trade pol1o7 MJ have prof ound t.. 
pl1cat1ona t or the Unlted Staha becauae we are dependent upon 
t cre1gn aouroea t o r aanr produote the pr1oo an d aupplJ or wh1oh 
can be greatl7 1ntluenoed by Britlah action. Pr1oe d1oparit1ee 

&nd d1alocationa •7 eae1l7 reaul t alnoe t he Br1t1eh control 
baa ao one ot the two obJeotlvaa the aax1ahat1on or r ore1p 
exchange prooeeda and the7 wi ll probabl7 tr,- to adJuat pr1oea 

t o Aller1oana a ooordinglJ. 

The announoeaent ot the purohaae ot t he Auotral1an 
wool clip waa rolloored b7 a obarp r1ae in the price or wo ol 
ln t he united Statea. The problea created b7 t he r1ae in 
the pr1oe or wool ia being oona14ered by a aub-ooaa1 ttee or 
tho lxeout1ve oo-i ttee on Oo .. ero1al Pol1417 an:l a repor t 

io expected t o be r ead7 1n a t ew daY• · 

J. Anot h e r aub-oa.alttee ot Cbe EXeoutln Collllllttee on 
Coueroial Pol107 waa eppointed to atud;r Cbe general problea 

r&laed b7 the new Brlt1ah trade pol1o7 but Iller have not •• 

rot aubllltted &nJ report, 
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~. 'l'he proteot1on of Aaerican intereete in the light 
or the Brit1eh trade pol1c7 aay require di rect 1nterrenti on 
by thil gonrnaent in order to glYe the Aaerioan purollaeere 
a more equal bargaining poeit1on with the eellere. 

5· The following euggeet tbeaoelYe a ae poeaible wa71 ot handling the prohlea: 

(a) The CoiiiiOdi t7 Credit Corporation and/or the 
Federal 8urplue Commodit y Corporation to ac t 88 a cen­
tral buying agenoy tor United Statee needs or the ape­
citio ooaaoditiee and that the OoYernaent corporation 
would in turn sell to doaeetic induetriee without 
prot1t. 

Thle would prortde a a1 ngle bare;a1n1ng age ncr to 
negotiate the teNs under wh1cb the Br1 t1oh Government 
would eell to thia country and to etrengthin the bar­
fl'alning agenoy b7 glrtng it offi cial atatue. It 1a 
thoul!llt the t the Commod1 t7 Credit Corporation would 
aot aa the purchaeing agent tor domestic industry and 
would not attempt t o prohibit, reetrict or interfere 
Wit h pri 'l'&te purohaaes Of fore ign products that aay 
be desired by priYate 1ntereate. 

200 

(b) It has also been auggeeted thet a governmental 
oommittee be eet up which would coneult with the Br1tioh 
and with the American interests concerned in an effort 
to arri'l'8 at a'ta1r'price t o he paid by t he American 
priYate intereets to the Brltiah tor the commodit7. 
Once a fair price 1e agreed upon the purohaae would be 
by lbe .Aaer1can intareeta direot17 trooo the Brll:iah, 
Thle approach would not require now leglele tlon. !'he 
goYarnaent •rel7 ueed Ue good ott1cu t o persuade 
the Br1 t1oh to eell t o Aaer1oan interute at a •tair"prlce. 

A precedent t or thle type or act irtty can be found 
in the gentleaen 1e agreeaente Which ba'1'8 been .. de be­
tween the Japaneae Oowrn110nt and American induetr7 
under the eponaorahlp and beneYolent arbitration or the 
Taritt Coaalaeion reeulting in Yoluntary l1a1tatione on 
Japaneee ezporta to the United Statee. 

(o) '!'he Br1tioh han indicated that the:r mi@llt 
wieh to arrange tor sale• t o the United State• or t he 
controlled produota b7 bartering tor American producta 
which they need. 

!'heee propoeal e obYi ousl7 need auch etudr but turtbe r 
coneldera tion or thea is being poetponed until the report ot 
the ExeoutiYe Coaaittee on co .. eroial Pol1C7 11 read7. 
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EO GRAY 

Par1a 

Da t cd SEpt El!lb Er 

Rce~ 'd 7r05 a , m, 

See~rctary Gf StatE, 

IVnshington, 

2254, ScptEnhEr 29, 9 p.m. (SECTION ONE) 

FOR THE TREASURY. 

OUr tclcgrnm N~, 2180, September 26, 5 P•"• 

201 

29, 1939 

30th. 

The dtoisi on of thE Bank of PranGE t o expend its 

Grt~it Cae~ilitits with a vicw t o rtstorine a mort normal 

functioning or tbt tcono~c lifE of tht Gountry was out­

lined in mort detail in• communiquE last evEning by thE 

Ministry of FinnnG£ 1 following a oonfErtnoE with GovErnor 

Fournitr of thE Bank of PrancE and tht Minister of Commerce, 

It was aga i n announcEd that the Bank or PrancE will 

take oo.:E ot unpaid drafts of finane~ially D:lbarrasstd 

tvaouatcd debtors , 

PEO 

(END OP SECTION ONE) 

BULLIT'l' 

6lfl!l 0 & Gl::l 

l•l~~ .. 1Jd,111T 
t-·~o.ol..,., .. .,; 0 
~sooltt ~;:a. ~vo) 

-~ 
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EO ORA::! 

Parte 

202 

Dated SEptembEr 29, 1939 

Rto 1d 7 t l0 a .m.,Stpt . 30 

SEcr cta.ry of StatE, 

Tlasbingt on. 

2254, Stpt~htr 29, 9 p.~. (SECTION TWO) 

l'lhtrt aucb dratts hnv£ bnn rtlmburetd to t ht Bank or Pranot 

by t h e bankb and ~uainrss conotrns which ui~oounttd then thty 

may, dUllng t bt d\:l'ation or thE 11ar, be prt~tnttd again tor 

disc ount at t tt Bank of Franc£. 

As concErn& unmob111ztd dEbtors ndvtrstly affEctEd by 

way of conditl.ons , thE Bank or France i nvitEs banks and 

drawEes Of billa Of £XOhallgE to sEEk friEndly atttltmtnts 

l ooking to postponEmEnt or 1f not oonvrni ent to renewal . 

The Bank of Pranc E will aoocpt for discount auob papEr 

r cnrwed or postponEd. 

Purth£rmorc the Ba~~ ot Prance ia prtpartd to financE 

through discount opErations sovtrnmtnt reoeipta tor rEquisi­

tioned stocks and in this connection baa iaautd appropriatE 

instructions t o ita branches and to banking institutions. 

In oonolua1on thE communique rmphaa iz Ea that thEa£ 

mtnaurEa should makE 1t possiblE to maintai n tconomio 

activity and aat•guard tht • normal utillcation or crtdit , 

IIOl'e 
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-2- #22541 Stpto:mbtr 29, 9 p ,m, (SECTION TWO) tro:n Par1s 

mort 1nd1sptns1bl t than EVtr" , Fi nally 1nduatr1nl nnd 

busincso aonatrns o.rt ur gEd t o aooptrntt to thio end and 

thuo aonatrvt tht1r normal artdit pro.at1at nnd to rttro.1n 

from dtmo.nd1ng oash paymEnt whErE credit ho.s generally 

htrttofort bttn grantrd, -,, might o.dd that thie pltn i s 

highly opportune, 

(Et!D :!ESSAGE) 

BULLITT 

CSB 

QJ V13 :J 111 

l "')HI)I-')'1 ..,.,,.,A._f 
y ... . .• t. •' 0 ,., .-.; '" . . """"" 
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TREASURY DEPARTMENT 
204 

INTER OFPlCE COMMUNICATION 

DATK Sophal>er 29, 1939 

TO Soorotar7 llorpntbml 

llr. OoohraD 

~on hio roturn fro~ the Seoretary1 o houao th1o aornin£, Ur, Stewart told 

:~e ~~.at the Secreta.r)r •• b.t ereat•d iu lcnowia,g .tltthtr Dr. Sch&eht, for.Der 

.aohter of J'U>anco aAd head o! tho Ger:on Roiebobanlt, hod roturnoc1 to Ge~ 

~eoont1y. H bad occurred to llr, Stew.rt, o1nco Dr. Scbacbt bad hen oo in-

t.tr:mtn.t&l i .D bW.l.4.1D.c: up 0.~11 trade rtlot.10DI u.d.w tbe preaent SJatU, 

tt. would 111:1 locleal t.o utlllu hia aerrteea, tither w1th1D or outalda ot 

Joe~. cow that h1a count-ry la at a.r. Wr. Ste-.rt •14 the Secretary wanted 

:1e to aactrt.J.n the prteeot whereabouta and a.cti'f'Hita of Schacht, reaortt.nc 

to cable inatrucUone to Bu.tteTworth, Keath &nd Watthewe, 1! neceaauy and 

advioal>lo. 

I told llr . Stew.rt tbat when I •• loot in Buropo, I bad roporto on 

Dr . Schacht, troa Leon Jraaer in Pe.ria about Aucu.et 10, e.n4 from tritnda at 

the s. !,S, about .l.ucuat 16. J'raoer bd told mo tbat wbon ho, J'raoor, bad 

•hltod Ital7 a t.w dayo p....-1ouoly ht hod haard that Sc.hocbt hod boon thoro, 

tu:d in Swl\oorlaDd hi bad been '1nto""'d that Scbach t •• Uoiz>« 1A the Itallan 

po:t o! Swl\oorlaDd and oeon IIDCh 1A the c.,_ ot a g.,-..., oculptreoo 

~h loot 1ntonaUo.o •• conttr-ed to .. by rq J, I. S. !riondo. 

In acreeaezat with Mr. &teart, I ba•e telephoned Kr. JT•aer in Jlew York 

thh aornlna. 1 reca.lle4 our cOA•ereaUon in Pula with reepect to Dr. 

Schacht, :rraoor con!irad tbat whon hi ,.., i n Zlll'10h hi learned that Dr, 
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Regraded Unclassified



-&-

Scbacl>t b&4 11- t~Mre Jut \be - Won, ad -.. U,.iac at ~ or 
t.ooamo (lloth poi.Ah 1A 1\allaa hltaerlaa4). ~ *7ar, ....., ha4-

S<:baeht at that u .. , ha4 tol4 huor of tbJ. o, haoor h&o ha4 wor4 froa 

•• ""! •• to lchacht liace hio ooa,..roaUoll with lleJor, I toU haow 

tbat I •• aa\11r&l4' cvioua u to -t ha4 llooa.. of """ ol4 J, I, a. fri-. 

J'ruor Y011llltoero4 to ooll4 a peraoll&l oabll to ""' of hh frieda ill luropo 

otero bl tb.o"acl>t appropriAte 1Dqu1r)' eo..U ba u~ -. 1f I 41oire4. 

I tol4 h1A I WOill4 let h1A mow if I WoDto4 hh aootot&lloe in thio 4ireoti0ll, 

I bel1e1'1 it will to follow thio ohamlel ratblr thall to otart u 1n(Uir7 

thro~ the three luro- C8Pitllo, 

lith tbl Soorlt&rJ'• oppr01'&1 , I telephone41tt. ,.. ... thio etternooll 

aceeptiJic hio otter. .. 111ll, I Ull41rotu4, call Jaool f r1oll4e Oil a pau4' 

peraonel buh, to obtah Clll'Hilt J,I,S. aoolip l.nola4iac AllJ\hl.lll 0 " 

Dr. Scha.cht. 
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Sal$ P.ll. - 1bo Cout Ollar<! c-micat1oM jl>lt pboMd tho 

tollcrtdn& ....... 

Plane troa cmrlutoD Air Stltioa aillbtecl atea.r at lla35 bMr1D& 
(U,"A) 
84 troa Fort su.tAr Licht, diJitance 43 .u.. .tJ.l idooWicaticm-. 

.. ( J .l</.) 
nre painted out . llo tlag -.. cli.sJllaTod. On cCNrlo ~. SpeC abaat 

A 

12 eota. Coabl..n&UOD -r alii! c.orp. -rata apeecl. 
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PS PLUH 

London 

DatEd StptcobEr 291 1939 

REo •d 1a53 p, m, 

Storttar1, ot Stntt, 

Washinston , 

1869, Stpttmbtr 29, 

POR TREASURY PRO!ot .BU'i"l'ER110RTH, 

Lost night in r Eply to tht dEbatE in tht Houst of 

CCU~ons on tht w::.r budget Simon INldt a apuoh tht matn 

points or tthich art summarized btlw, 

1 , Dtnlingwith tconomy ht stated that Treasury control 

is bring furth£rtd by plac1ns TrEasury people ins1d£ s ptnd• 

1ng dt~rtm<nts (a dtvtlopmEnt mEntioned 1n my 1647 of 

StptEmbEr 14th. ) but wnrntd that btcnusE of overwork and 

the ntctaaity of consulting s tnior offi ci als now obviously 
}-

vtry busy, qui ck rtsults could not bt cxpcottd. 

2 , \11th rtgnrd to tht b<lnk ratt bt rtpl1td to critics 

who could stE no rEason for its incr rna E on August 24 by 

stating thnt this movE •gavt t i mE to apply mort d1scrim1na• 

t1ng mtt~da or oontroll.ing 1ntlat1onnry ttndtnoits, It bad 

tht tffeot ot canalizing txptnditurt and Enabling peoplt to 

borr ow and us£ monty for usEful purposES whilE stopping 

unustful, unsoci al and dangtroua uses or thtaE taoilit1 ts 

( ,,,) that was th£ position yt sttrday when I introduced 

tbt 

Regraded Unclassified



208 
FS 2- Ho. 1869, S cpt tmb <r 29, tr0111 Lon4on 

tht budget which h4d a vrry r rotrBinl ng cfftct on spendi ng 

in orrtnin directi ons .• HE rtcnlltd th~t bnnk rate hnd 

bEEn movEd from 4 to 8 pEr cent and 10 p£r cEnt at thE 

outbreak of ~sr in 1914 and had then bttn reduced to 5 

per otnt robert it rEmained until February 1922 at.j askEd 

that " n sEnse of proportion bE mnintBintd" . HE asserted 

t~t ln thE past thrEE WEEks thE British Government ~~d 

succeedEd in tstnbl1shing n mort dlaoriminnting control 

nnd statEd thnt "1! they could dtvlst ~£thoda so as t o 

counttr:lct intlr.tionc.ry ttndrnclu Q cErtain al:IOunt of 

i noonvtnitnct might wEll bt juatifitd" . 

3 . Ht repliEd to thosE who naked for information 

re314rdlng thE mEthod cf dtnllng with the rnte of intErEst 

nt "hloh thE Govcrnmto. t hoped to mnkt long-tErm l oans by 

aGylnt that greGt onuti~n wns ntotaonry but that thE "ti me 

was rn~1dly npproach1cg when thtlr borro"ing plans must bt 

· nnnouncEd. " The n1m wmud bt to borrc7 from the genuine 

snvl "gs of the peoplE at tht lortat poaalblt rQtt . 

4. He concludEd with nn appeal to CJploycrs not to 

diamlaa statts, thus indicating thnt the dislocation of 

business and the constqutnt unEmployment among cltrioal 

nnd other workErs not falling within the offloinl untmploy­

ment returns ls greatEr th4n Expected and that th• absorp­

tion of personnel i nto war 1nduotr1ea is prov i ng slower . 

This , 
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PS :5-No ~ l869j ScptCIIIbtr 29 trCIII London 

• 
This , or oo~st, 1a not only thr result of laok or orsan1za-

tion to txpand rapidly war nativity but rEvEal s tht Aohillrs• 

hEEl or tht bUdgtt , Drastic inoomr and surtaxts not only 

atftot tht Wtalthi£r stations Of thE OOIIII!Un1ty but thoSE 

that dEpEnd on thtm, This potEntial produoti vt activity 

w~stra unlEss prEparations ~vt bern made to absorb 1t 1n 

thE W41' Effort , 

Thr c i ty ann tht prEss havt wElcomEd thE bank ratE 

rEduotlon , ;apro:nlly as i t was a full ptr otnt , thE custom 

bEing to rtd~:.ot thE bank ratt by ont- 'ullf .ltr cmt, ann hopts 

of a furthEr rEduction 1n tht ntar ru~urt ort rxprtssEd , In 

n letter in thE '.riMES today, KEynEs Eml)has\uts thE 1m?ortanct 

ot reductions 1n thE inttrtst rat£ 1n view of Govtrnntnt 

borrowing nttda and statts that "thus tht futur£ burdtn of 

~1 ,500 million borrowEd at 2t per ocnt will bE tht sam£ as 

the burden of 1.1, 280 milllon borrowEd at 3 ptr otnt and of 

~,000 million borrowEd at 4 ptr otnt , sino£ in tach cast 

tht annWll. unio t of thE loan inclUding thr linking tund 

will bt 1.45 million ptr annum. Thnt is to aa:r tht gain of 

borrowing at 3 ptr otnt rathEr than 4 prr otnt is srtattr 

t~n the wholE of tht procEEds ot thE new rat•• of taxati on 

in thE full ytar , and thE gain of borrowing at 2t pt.r cent 

l'athrr t~n 3 ptr o£nt would hElp thE Trtaour:r as 111110h as 

would doubling ot tht inortast nnnounotd trotcrday, • 

KtJD£8 
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PS 4- No. 18691 SeptEmbEr 29 f 'rOI:I London 

KEynts makEs i t clear that hE doES not considEr thE 

ntw t ax burdtns E~ctssivE "quitE tht contrary what strikEs 

mt about this budgEt is thE uttEr futili ty of thE old 1m­

peste to solvE t hE problem evEn it pushed almos t to thE 

limits Of E~~uro.ncE . Apart from thE EXCESS profi ts tax, 

the increasEd taxation comEs to ltss than 5 per cent of 

our prE-war income. But our national income should incrEasE 

in due coursE t~ough ~tater Employment , longer hours and 

tht bringing in or ,o,.En and oth r• nc.t prtvionsly .wai lablE 

for :r.ploymEnt by somt 10- 20 pn· o tnt nt prr.-..ar wag•s and 

priC~S • Thus thE purcr~s1ng pOWEr lEft in thE J~nds Of thE 

publ.'.o t~!'tEr JEducting thE n£71 to.xlltion will be considerably 

mo':'e than bEforE." P.< s o•• on to dEcaribt as fanciful and 

h1:;hly unrEalistic tl.r i dea thllt mort or lLss nrt-w:>r pricE 

level& oo.n bt me.1ntai nEu sincE sterling hils Jcprtciattd about 

15 per o cnt 1 "or ld pr~ ~.zs havt riun, and t:·o.nsport costs 

lnerrastu and advocatEs a dElibtr~tt price r\sE on a 

rc~s or.abl£ sc~lt l r.~v1na; tbt cor.~,.l..!Su••fJ o1~1JE as unimptdtd 

as possiblE and mEntions an averagE increase or 20 per cEnt 

on wholEsalE pricEs ns suitablE . Ht concludes by dEscribing 

the EXCESS profits tax OS thE most important Of thE nEW 

proposals and thE r Est " appalling as it oay SEEm to 

individuals" as "ohiokEn tEEd to tht dragons of war" . 

It 

Regraded Unclassified



FS I5• No . 1869, Stpttmbrr 29 tr0111 London 

It s££mo to m£ thnt nrithrr Ktynta nor Simon hovt 

txhlbi trd o oonotpt of the real ohorootrr or masn1tudc 

or the problEm in terms of production 0 1 urll 08 finonct o 

CS8 

0 3VI3:>3H 

..... , .... 10 -·1 

~- ..... --··--

K£!111EDY 
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m .JGRAX 10. 1873, IIEP'l'EIIBER ~. 1939, 1 p . a . 
(
ftell 'l'll!: .AXIRI CWf DIBA88Y, LOIIDOII, Ell GUill), 
PARTIAL PARAPIIIIASE) 

PER!ONAL AliD S'l'RIC'l'LY COIIJ'Il)IIITUL J'OR THE PRESIDEIIT, 

SECRETARX OJ' 8TA'l'l: A11D SECRETARX OJ' THE '1'RU8lJRY, 

I saw Sir John Simon. I told him Mr. Morgenthau bad 

noted with interest Britieb eell1ng ot American aaouritiaa 

on the New York etook market and wae intaraetad to know 

whether the Br1 t1eb Government bad arrived at &111 daotaion 

ae to their plane tor distribution ot tbeea securities on 

any large aoala. Simon told me that one Br1t1ah concern bad 

vary substantial holdlnge ot seouritiu and bad a.aked the 

Treasury tor permission to dlapoea ot thea themselves be­

oauaa they talt the~ ware in a batter position to do it then 

the Treasury and in that oaae the Treasury had given permis­

sion. Simon said it vas hie intention to work very oloaely 

with Mr. Morgentbau and not to do any thing that would atteot 

the American market. He called in Sir Richard Hopkins, who 

baa charge ot this matter, and ther said they reali•a the 

importance ot getting their list• ct eecur1 ties 1n ebape and 

then haVing a dlacueaion v1 th us ae to Juet how they were to 

proceed, i.e. whether thar vera to eell the securities now, 

Whether ther ware to try and make a loan on them, or Juot 

what aethc4J thar should adopt. 

I pointed out that va llll.ght have a big market baaed on 

paeaage ot the Nautrall ty .t.ot, but attar all it might be 

etopped by eoae act ot congress 11a1ting protito and, in 

aD1 
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8A'1 ft'nt, I feU 'hat Ula o~ etruoture of 'he 

aarut 1A ~ee «.are wu Tel'J lia1h4 u4 that poeat 
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1111et be '-!tea 1D a441Uoa to 'he nll kaOWD 1tea of perteot 

t1a1nc to set r14 of the Toluae of eeour1t1ee that the 

BrUhh llllet haTe. Bopltine u4 81aon ea1d ther were 111 ooa­

pleh aooor4 nth thle and would haehn their Uete ud plane, 

nth the 1dea of euba1 tt1ng thea to a e Tll'J qW.ol<lJ . Be 

aent1o~ed aleo that not on1J 41d ther want to work oloeelJ 

nth ue on the eale of eeour1t1ee, but aleo on the purohal-

1ns of war -ter1ale, but that wu a -ner that would be 

taltea ~ later. 

Xontasu#Bo~ a .. e t o ar oft1oe , .. t erde,y aornlftS 

after I had aeked h1a to oall; 1t would be putting 1t a1l41J 

to ear that he 1e peee1a1et1o. Noraan etated that 

• • • • tbe t1n&llo1al u4 eoonoa1o 11 tuat10f u 1llr u 
Europe 1e oonoerne4 1e wor11 tban traglo. lngland 
1e buete4 now•, 

and 'hen went on t o ear that 1t 1e the op1n1oD ot 81r John. 

81-an and TriUUI'J oft1o1ale that the length ot t!Jie that 

llnslu4 ooul4 oont1aue epen41ng, before ohaOe h1 t the natloa, 

would be three rear•: howeTer, 1t 11 Noraan'e op1n1on that, 

at the .aet, 1t would be oDlJ two reare. l'urtheraore, lloraan 

eart that, at preeent pr1oee , Great Br1ta1n hal about 

eoo, ooo, ooo pounde eterl1ns of sold, and oould get, troa 

11our1t1ee 
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eeourU~•• aD4 other o44e and elida, .;pprox1Mtel.y about 

<600,000,000 poun41 ehrl1DC. llo- eneral '.Uaea 

,.,_. of. borrowiDCI. Be wu Ylry Ya8Ue ae to where or b7 

what meane, boweYer. 

In repl7 to 117 queetiono about the poeo1bil1tr ot a 

blaok bouree tor poun41 oterl1ng, Norman eaid that ainoe 

the Bank of England ie not extending ore41 t to neutral.• 

at all, the aiz,e ot the blaok bourae oan be Yery eul>etan­

t1al. u long u neutral oountriee that ban bal.anoee 1n 

Jlngland baYe doul>te thet the ti.nano1al. poa1tion ot England 

oan atart weakening or that E'ngland aa:r not ult1aatel.y be 

Yiotoriaue. 

The pound, eui>Jaot to the abo•• and general opinion, 

will rella1n around hare tor a r eaeonable l ength ot t1mo and 

then atart to drop, he tlllnke. 

8inoe Sir John Si110n 1 e bu4got 18 baeed on what Great 

Bri ta1n regar41 u poaaible e:qlen41turu ( and on th1a point 

lloraan belieYea it will ban to be larger 1netea4 ot alll&llarl. 

Sir John will epend 110re than the annual eartDC" ot England, 

nan on the ex1at1.ng aet- up. Therefore, whether or not we 

oare t o ada1t it, 1.Dtlat1on hal etarted, and 1t oan•t be 

a t opped. 
Noraan bel1eYea that their eeour1t1ea t1ret , 

-0& ot oaah1"" 1n s·~' and' • au eta. gold, ebould be the o.--r .... ,_.. -AI a reeult ot the 1neY1teble, the U. S. aleo will be 
1D 
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in a ••1'7 41ttioul.t poi1Uon, lol'llall th1Dka, beoauae &urope 

rill SO baOk to lledia'l'al tra41na whether or not O..eat Br1t­

a1n ie 'l'iotoriaua . Be tb1Dke &nglan4 rill follow in the 

tootetepe ot 8pa1n and Por t q al, who are praot1oall.7 noth1na 

now although onoe thw,r were great trading oountriee1 althoUCb 
ot eaoh other 

England and Cle~ were great oueto11ere/26 reare ago, Gel:'-

1111n1, and 1111RJ other ouetoaere, are now loet to Engl and. 

!heratore England 1e t1n1ehed u a real ouetoaer ot 

the U.S. beoauee ehe hu no gold bare and ehe 1e tra41na 

ri th what rea•• n• ot her ooloniu and doll1n1one; aoreo'l'er, 

all the oountriea are 11'1'ing ott theanl'l'u and bartertna 

POll& ••lll.,_lll•IE•tl•EJ•EI*C:' one another. In No1'llal\1e opinion, we 

will ne'l'er li•e to aee gold ae world ourrenor aga1n; it will 

all be in our poeeeeei on and nobod7 will ha'l'e anything with 

wbioh to bur it. 

In euaaary, Roraan belie••• that 1t tbie contliot laete 

great length ot tiae, there w1ll be no hope tor the world; 

at aD1 rate, at leut none tor Europe, he •111•· 

IEIIl!EDX 

-
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Ootober 1, 1939 

!he leoretarr ot State preeente hie o~l1aente to the 

Honorable the leoret&rJ ot the freaeurr an4 enolo••• ei% 

oopite ot a partial pmo~hra .. ot telesrae no. 1873 ot 

llepteaber :50 troa the .&lqrloan lallau:r, London. 
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la a ftr7 41tnftlt poetUoa, loraaa th111ke, becAueo lurope 

will 1'0 llaoll: w ao«1wa1 tra41ns whether or ~tot Great Bra­

ala 11 Y1otor1... . Ia thlall:e 11181&&4 will follow 1a the 

fooUtopa of 8pa1a aa4 Pon.cu, Wbo aro praotloalq aoU.lq 

MY &1--..p oaoo th.,. wero groat tra41nc eoutr1eer althoqb 
of eaoh other lncluct aa4 Ool'llu:t wore great ouetoeere/2fl r•ar• ago, Oor-

~. aa4 .... other oua'-ro, aro - loet to bl!llaa4. 

ftel'eforo &acl u4 11 tlale!M« u a roal ouetoaor of 
tho U.ll • ....._uae abo hu so gol4 hero an4 abe 11 tl'a41ftl 

wlth Wbat roa&laa of hor oolon1ee all4 4oa1a1ona; aoreo•ar, 

all the eoutnea aro llY1ac ott thea .. l ne an4 llartlriftl 

-ac •-•a.mz oao aaother . ID lol'll&ll' e op1a1oa , " 

will awer 11 •• to ••• gol4 u wor l4 olll'renor agll1n; 1t will 
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IQ.!Jr: 
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lll!Jr: 

D:5' 

ID!Jr: 

D: 

HMJr: 

D: 

• 

Bello. Bello. 

Hello, 

Hello, aarr,.. 

Bepteaber 30, 1939 
ll:OO a.a. 

Yea, Bov are you this morning, Beoret ary? 

Fair. Bow are youf 

?49 

All right. I'm a little bit tired. I vao down at -
I waa down ln Vashlngton 7eeterday and then I had 
th1a aix o'clock cutter and Juet got back here. 

X7 hea"r8D81 

Ah -- Jim Farle7 juat called me up. 

Yeah. 

And he said to talk to you - be eaid it vaa confidential 
- that there vaa some information that you wanted about 
Alltorg. 

Well, I hate -- I can't do thie on the phone. 

Yeah. 

I can't do lt on the phone. 

I eee. All right. 

I'• afraid to. 
" 

Yeah. All r i ght , t ine. Vell, if you vant - 1t you 
want anything there let .. knov. 

Vell oan you get an:rth1D8" 

Oh, I thlnk ao. 

Whatf 

I think eo. 

Regraded Unclassified



• 
!O!Jr: 

D: 

li)(Jr: 

D: 

li)(Jr: 

D: 

l!MJr: 

D: 

!IMJr : 

D: 

!IMJr: 

D: 

HKJr: 

D: 

HKJr: 

D: 

HKJr: 

D: 

HKJr: 

D: 

IIMJr: 

D: 

HMJr: 
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You om. 

I ' ll go t o work on Monday and get 1t to you 1n ,oo=e __ 
oee ~at I oan t 1nd. 

I 1 m on too many aw1tohboar4a, Harr:r. 

Yeah • All r1ght, tine. 

'!'hank you. 

Sa;r ...... 

Yeo. 

•••••• tb1a newspaper f ellow - that Lord - oue 1n 
thle 110rn1ng. 

Vho' 

on, Ybat 1 o hla name over t here- thlo newapaper 
fellow in England? 

I don 't know wbo ;rou aean. Oh that -- oh, that Lord 
1011111 th inS' 

Yeah, walt a minute. 

I know wbo :rou • •• •• • 

Ah •. • ..• 

Rou..ret 

Bet 

Rothaerd 

l o , not Rothaere. I' ll give :rou b1o naae ..... · 

lorthol1tret 

Att. • ••• • • 

Well aD;rwa7•···· · 

I ' l l glvo 1t t o you - Beaverbrook. 

Yeo. 
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mtJr : 
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D: 

25: 
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a. - be d14n 1 t gl-.e 1 t to the nevape.per reporter a 
but be tlguree that tbe Preeldent 1a tbe only rellov 
that oan atralghten thla a1tuat1on out. 

I aee. 

And that• a Vbat be' a o•er here on. 

I aee. Tbet1 a lntereatlng. 

Yeah, I thought you'd like t o knov lt. 

0 . I. 

.t.l.l rlgbt. Well , on th1e other t hing , I'll aee 
vb&t'e around on lt •.••.• 

R1gbt . 

••••••• and talk to you aoma other vay. 

Thank you. 

All right. 

Goodbye. 

Goodbye. 

Regraded Unclassified
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INTER OFI'"ICE COMMUNICATION 

DATE a.p, ..... )0, 19~ 

To a.orotar,r Morc .. tboa 

FROM Mr. OochNa CONFIDENTIAL 
!ho f oroip IIXChuco _, - dlll1 todq at 1 

4.01·5/1 aD4 11.01-7/1 u.d cloood at II,Ol-}fll, • or ilc rucod l>oho& 

.bportilc \aalta 1a lw York ud ~ l'od-.ol leoeno IIODit roporlod ool 

totolilc 1..}991000 ffla \he follovUc IIOVCOII 
00 

Oo-raiol oaDC-
J 1 baata ~··· ·············· · ··· ··· ······ · ··· ···. 
~ 1: Jilt. ~. po aD4 loar ~t) .................... 10 ~J,OI)O 

•· 50,000 tor ~) •••••.•••••••••••••.•• 11 

fotol ~~ 
Purohuoo o! ot&rlilc aoun\od to 11.2}2,01)0 u 1od1adod ~olow1 

!J oo•.erc1al OODCez'M. ••. •• ••••• • • • •••••••••••••••••••• It 11>:1,000 
JJ foretca ~ (lbzope) .•.•••.•..• • ••••••.•.••........ 

fotol 

!ho b&lllto oloo ropor\od th&\ tho :BriUoll Oontrol p>.rchoood oterlinc 

_..,t ine to 1.11-,01)0 at tho official roh, 

!ho hK of Latrt& pli'Ch&ood 10,000 cnJUaro 1a thio _, to4q. 

!ho hK o! Latrt&. oalll od to ~ J'odorol 18oorro lank to i~~qV.iro 

under what ooD4J.Uou tlllf' woald 'lllq troa thoa -rtalt1o cold llolil ill 

Londu, Ciwinc 1a o"'M•p _..toblo cold to ho hoU ill Mf...Uopilc with tho 

lodorol leoorft - 1a - ToJ'It. With ~ -oftl. o! ~ !roonrr, ~ 
lod-.ol leoorft oellloil to U.. - of La\wio \he\ U.. leoro~ of U.. !rouo.r7 
1o pvchaoilc cold at Jll'"•' oalr "PP• dolinrr in low York, oa hru on4 

C<>nditioao oo\ forth ia hi.o ot&t-t of J~ }1, 19.)11. 

!ho llluoia 1\4\o - oelllod to ~ J'odoro.l leoeno Jaak of low York oto\lllc 

that U Yiolaod to ooll to or ]>l&dp ¥1\h U.. J'odoral leoorn Jank of -Tori<, 

.2,01)0,000 fiao cold dopooUod now in \he - of ~ -..oua lto\o .._ a\ lorpo 

Bank, Oolo, ~ao\ doll..... !ho -..oiaa ltok Jank ailTiood tho 1'-ol U..\ tho7 
1ntea4e4 to uo u.. JII'OCHdo for tho peponh \hroncll U for \hoir p&reh.uoo 1a 

~ho UnUod ltotoa • 

.t. oiail&r ·-· 1a ~ to \he pli'Ch&ot of colt, wao ci.,.. to ~ ... 1u. 

Stoto Ju.k u \hat ci.,.. to ~ 1oa11: of La\Tio. 111\h tho roopoot to .. plodp of 

&Old, ~. J'-ol leoorN - into..-4 \he -..oi&ll Ito'• - tho\ for ooM tiM 

put 1\ baa ..,_ ~ir pollq .. , '" -· " ....... acaino\ cold l ooo\od Clllhido of 

~ llai\od "-· 
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.. h4lln1 lu •• '-kat ._ 1'uk-. _.,. • _,. bu U.. .._ 
Jut 1a ~ ._ tr&utOftilll tl.!SOO,ooo at 801& llNa I.oMoa to 'M - : ' 
Is Iw ToiL "•"•q tM .._..laUe,_ le ._'-Pl&U .. M 17>1_.. 
or 1101&, ._,alllll t5,ooo,ooo_.tna Clape Iowa tor --llllia •• TOI't. 

OONFlOENTtA 
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OATO Septoaber 30, 1939 

ro Secretuy alorcenthau 

'Rotrot Wr. Ooohran 

On September 8th we oold the State Bank 
h•ld Wtder ear,...k tor their ""count 1 11 To! kRuuia $2,25(),000 ot gold to be 
tbil gold •to pro•lde p&J'l"enta tor !ut:re ew or • The Rueda.A• had. asked. for 
~e Ruuian State llauk oolcl this 14 backpurchao .. ot toodo in the llnited Stateo•. 
planation, and incidentally i~ to uo on Sep tember 27, without az>7 e,... 
_-ol d traooacUon. !ho dollar balaoc 08 "'; expenoo ot approoiootely $11,000 on their 
s .. •n• llaolr: on tbat dote •s $:J16 ~ o ~ Ruuiao State l!&oJ< with the llederal 
"''· l.herdore, a little abOTe $2 ~<-. • total after tho told bad been oold 
E&U wi thdr $1 000 ',....,,000. On Septcber 23th the Ruolien State 
t!:e -Cbaae ~ •.A. ~~o:t ita aeeount with t.he Jeten.l, trNtferrl.D(: lt to 
on .. • tre.nectiou in \he eaount ot $1. 000,000 took pl&.ee 
? 4eSep~•1bor 29, leanne the tot.! balence o! l.ht Ruuian State Bank with tho 
• ra eoene Buk at $561,000 ao ot toclay. 

( J.ttor lO&l"Dinc iotorllally tbro~ the State Depart91lt that the Ruooieno 
had been rtthdrawiot; halaoceo tro• !!ow York, I checked with llr. looke oo 
September 2lot. l!t • o intoned by the Chan l!Ml< that balaocoo of the l!uoaien 
~~~to .!laDle with the Chaoe .Bank bad tor the past oner&l montbo averaged bet,. .. 
,.1,000 ,000 and $5,000, 000. llurinc the week ended wHh tho 2lot, these balances 

.had ri10n by about $2,000 ,000 to " total ot $7,000 ,000. They bo.d then been re­
~ed to $1 ,500 ,000, ao reoult ot $2., 000,000 bolnc trano!orrod to Scao41navla, 
.. 2,000, 000 to the Amtora -.nd $1, 500, 000 p&id on loc&l acc.ount•. 

On Sept.,.btz' 26th the balance with tho Cbo.U llt.ok •• iooreaud b7 $7JQ,OOO 
to J2,000,000, 'but $1 ,000,000 thereof • .• blocked. ru. -· &11 to the tact 
that A:lerie&ft. u:portert who »d. up un·ttl two weeke pre'f'ioual)r done bu1c.eaa with 
3.J.ta1& OD a credit baa1a, "re ehaDainc to a cath bade. Conaequentl,y, the C'haae 
iiaDl< bad boon obUcocl to open credito to tho exportora, aD4 •o !ollo~ l.he 
p:aeUco ot bloclc1oc oqu1Yalct .-mto. On that d&to the .btorc bala:lee wi <h 
the Chaoo Buk bad rhon rather aud4el117 to $4, \1()(),000, bel.n& "'' J 2,000,000 rro:. 
& "'~ preTloual.T. '!be t'\JDlb uae.4 to ~t ~hit t.CC.OUDt bad ecce froo t.C. 
Bu.atlan State !enk wbich, 1n turn, had been c-ntcc: back aoo.ey fro~ se&:1di:l&'f'1a 
and othlr P""h ot :iuro~. On SOPtuber 23th tho Chaao llt.ok io!ora4 tho Federal 
tt>.at ther were 'belnc ce.lled on :aore frequantlt to cerU!y .lt:ltorg checU:a. 

Toourder tho 7odaral Reeervo llank rocoiYid " able troa tho Ruaoiu State 
ll&olc otat1n1 that the latter wioht4 to oell or pltdle with tho roderal Reoena 
Baolc approxi~~&Uly $2,000,000 ot tine gol4 4epooitod now with the l1ornpao 
Central llaok. !'he Ruu1ao llaolc otated that 1t would uu tho dollar proceedo tor 
Pll:llt•nt tbroua:h tho 7o4eral auerYo llank !or thair purohaooo in tho U. s. A 
roplr •• oont tocla7 that tho treaaor:Y 1o purohaoinc cold Gt preoent ooly upon 
dell•ery in Hew York u d tbat the Federal RettrYt Bank: U.telt baa tor ao~e time 
PUt follo- thl pol1c:Y o! not ,...Jclnc advanooo .!not COld outoide l.he Un1te4 

Stateo. #~ 
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\. / Colt'e Pate..,t Fire .ArM liazlutaeturlJ!t Co., 

'-./ llarttord, Connecticut, 

l'1le4 S.ptemer 19, 1959. 

Conoolld.oted .urc..tt Corporetioo, 

Sen D!eco, cauromJ&, 
l'1le4 SepteX>er 19, 1959. 

ti tb respect to the Colt 11 C&N 1 a conference Ql IM1d CD 

S.~ 2S with M;>MSOntati'fU of tho lar Doport..,t rest.NinB 

the poaaiblo teru o! tho oloaill£ _.. .... t, aDd thq ...... thea 

iD.!'o.-4 tllat. tho Wu Do~t lboo.WI aoud to tho Troa8:U7 Do;>orl­

"""t tho roqv.J.r.cl cort.11'1caUoa. Tb.l.o cort.itlcaUna • •• recolnd to 

the ~u of I nternal I!OnDWI th1a .ornll2£ (Soturclo7 ~). Do 

So;>t.o- 26 on all dq conteruco no hol4 with ropn-ti9U or 

tho Colt. •• Co- recard.Loe pooail>lo t.ar.aa o! - olosinB agro.....,t • 

.t olooil>g _..,.t. i.o final !ora lloo been dr&tt.ed aDd io l>oiDi &1>1>­

llltt.ed thro<lgh the ,.....lor cMnnola for transllloeioD to tho controct.or 

for e.uout.ioa b)" tho oont.roct.or. 

titb reapeot to t.he Coaso11d•ted J..lrcratt Corportt1on caie, ao 

turtb«r coator.ncoo ..,.. hol4 tbio put. woelc. Op to elate tho ii&OJ 

Do~ 11oo aot - t.1>o ,....v.J.r.c~ cort.it1cet.1oo to tho frou:D7 

DoportMnt . (~PMMnt.ou .. a o! tho laOJ Doj)!U"tMnt. clo&rl¥ Ulldol'­

st.ond thot. eueh cort.iti.not.ioo io ..,oo.....,..) -.r, • prolJ.a1Da.J7 

ciN.t't. ot a ~in& ac> , 1 1 t i.o thi.o oo .. lloo - dr&tted tor I'Ol'­

poeeo ot di.acuooioo withi.o tho a..roou, oo thot wort oo a t iDal dratt 

COD bo daM~ 'lbon t.1>o cort.itloot ioo 1.• roooi.nd rz- tho 

.. ., Dos-n-at. 
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On S.pt.llber 28 a conference waa held rltll roproaootat1Yea of 
tho Bathlahea Steel Coapauy recarding tile cddJ.tio..U. tacllitieo 
which that compo.ey •Ul be required to l.Datall in ord.ar to 01rr1 out 
a proposed contract tor anoor plat., Thio ie the tiret or the OJ'lmr 
plate concerns t o cont.ct ropresentetiTee or tile ~u with respect 
to clooiJli qrao111011t a. It 1a expected that the Botblehea Coapony 
wlll ehort~ cl4clde whether tlle:y will rUe a request tor a cloai!lg 
qraeaont . 'l'bo Bethlehem Steel Coapauy 1e ocoaidorl.l!i three possible 
soluti ons which are aa tollona (l) the cloaine qrooaant procedure, 
(2) tho •tbod outlined in I. T. S289 (I.R.S. 1939-24, U) rolatiog 
to spacial facilities, and (3) tile •tllod anUabla UDdar the pro­
Tiaicna ot tho Third Deficiency Appropriotioo Act (Public, No. :561, 
76th CoJli., lat aeaa.) which peralta tl:e Hay:y Departllent to b\Q' 
taoUitiaa and poralt tile contractors to uao thea to alta anaor ;>late. 

t ou rll1 be t\Jrnished rltll -.eel<J.T reporta, aa por your sugges­
tion, coocerni"i applications tor cloain<J qree:ooota uncl4r tile 
prori.aiooa of tho Vineoa- ,.......,11 Act . 

• 

256 
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, . , ...... tarT aw. ... t~o~u 
,.,._ c-1N'-r llel'NriDI 

I'll ... , .\p;U101>Uona tor OloaJnc 
.&cr• •\a - n..--rra..u .I.e\ 

llw't.Qc \be pan - ..., ..., -•t.• t or cl.oa1q ac>, \a ....s..-
\he tt.a.o-fn-•' .t..n "" ..-1-s. !II• Ol>l.1 cl.oaJnc acz-w 
..... t ...s ..,. - ~t.Mrat.Soo ,.... u ~Ucnr11 

Colt. '• Pa-t. ft... .....,.. w.nutaotuTiDI Co., 
llart.tord, eom..oucut., 
ru.cl ~olll: 1r lt, lt~t. 

Canaolldatacl .l.1rcratt. CorpcraUoo, 
8&o DUco, O&lltorola, 
filed S.p~ U , 19St . 

""' n"''" t.o tl>e Colt.'• ..,., a -.!eran .. • &a hol d on 
Sapttoober U wit!> ..-preiiGDiuUn a of tl>a War Dapart.Mot. H(llJ'ding 

\he pcaalble ..... or \be olo• Jnc · - """"• oM ~ ...... \bC!J 
Wo.-.d tllat - .., Daparlaont abcNld ••nd t.o tl>o ,,.....,ry Do;><rl­
_, - ~ ..utlCOit.loa. !blo carU!ioat.ion ua r.O<>lnd In 
\b ....... fll Jew.al Bel I' tJa1a 110mide (&oturdoT IIO:ulnl) • On a..,. ' • • aU 11q _,r....., .. •• b el.d nth .. _.,tau .... or 
- Oal\'• c : : ._..ss..a ;>oadble \eral or \be <lodn& -'· 
.\ ol.od!ll !Ill \ lA tlllel tono bu - clra.tWd tmd h bo1nc aoi>­
alt.ted tb.rOIIIC)a .. 1• Jar ct.·-.e'• tor trwtaluloo to \he coatnd.or 
tor -"-lil1 \be OODtraet.or • . 
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o. .,, rt • It • _,_ .. balAI nth ...,.._t&thooo or 
u.. htt' rt • ftMl ~ 1't11U'41a1 t11a addi"-1. t aoWU oo 
tftiob Ula\ -)OIIT wUJ. - ~ \o W \oll l.Q Ordar \o 08.ft7 OU\ 
a pro.....,S 000\rao\ tor - plo\a, thl.o 11 tho tiro' or U>o a.-r 
plAte -- \o ooot.aot. ,._..,11\a\ifto ot the Bunau. nth roo)>On 
"' ol .. l.nc ...-u. It 11 a>~po- that t11a S.\tl..._ a..­
wUl ~ Maida llheU.r the)' wUl t U o a " ' ""' t or a cl.oa1J11 
aero ' · !be h\tht= a.ol. C:O.Jl&D1 h OOM14ort.ac t11ne poulblo 
ool u.\S.. ~biola are u tol.lnot (l) the cl.ool.nc .,.._, procec!ure, 
(2) the ..t.tocl Oll\llDed 111 I, f , SUI (I,R,B, ll"'-24, 1&) rol&UJ>c 
\o opeol.al t aeUJ.Uoo, ADd ( II) \be • ttocl &~ lll1dor tha pro­
n OS.. ot u. ~ llati~ Appropri&Uoa Aot (PUUc, 1o. !181, 
14\b Ooac., ln-.) llhiala poroUa • la"7 o.....-t to buJ 
tao1UU..- peni\ tha - U.otora t o u.ao U... to ..U ....,r plota . 

y.,. wUl - tu.millhc<l n \b weoltl,7 rapona, • • )>Or 'JCQr ...... .. 

t~ - -..1.ac appltoa\1&1 tor oloo1.ac -oto .....,.r tho 
pro'ftoi oao ot \be ,,__~ l.ot • 

...........-~-:-:r---:--:~-~-~ 
.... 
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0 
1111111 

DAft I .,,, 
JMri ... llllllaaq, hrUa, 

ll•tellber l!O, 183t, 2 p.a • 

1111 

!1M toUwtac h ooat1deau.J.a 

!o4llr U wu learu.t that tho larg .. t taohiT 1a 

O.raaa, tor o•aasag a11k ba8 rooo1To4 ordora that after 

' 

U baa ue4 1h pro .. at ~17 of tiD (oaoup t o O&riT oa 

tor e!loat a aoath, U 1e ••U-te4) 11: Will DO l.oager be 

poi'II1Ue4 to pro«aoo U1111ad ailk. '!'he t aotoiT Will be 

pera1tte4 to pro«aoo onl.7 euoh pro4uoh ae oaa be paolta4 

1D ll0-'-111o ooatU.ora, euoh ae pavdv.d a1lk. Orall7 

the f .. torT -.ucor wu aleo 1Dtorae4 that the llbole ou~t 

of hie fMtoiT would han to be ro .. ne4 tor IIZ'IIJ u .. before 

TeJ7 l.OIIC• 

It 1o raquMte4 that 'fraaeUIT &ll4 co-roo be 1Dtorae4 

of the olloTe. 

llJil. 

·: lllfl 
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In couectloa W1 th 7our lDtereet in the Oo•trutat proeu.r•ent 

pollc:r u4 tM ""rl< :rov. aro hartoc 4ooo b:r llaro14 Ora•oa lool<bc 

towar4 VIator efflelonq 1D Co•onuoeat pv.rcllao10C, 1 ba'fo .juot hill 

1etoi'II04 bt a ......,a<>tlll"or o! C>ai1Do4 .. cotabloo that t bo Jnrt, Ia~, 

all bv.7 tho1r CADilo4 cao4o ooparatolt &114 111 oaall qv.aoU Uoa. 1t 

. .. h1 o 1aprooa1o• '"-' tho aotbo4 cov.l4 bo croau:r hopro .. 4. 1 4o 

Dot know whtther or DOt you will want to pa11 thh alo~ to Ora"Ye t , 

bv.t I aa JIO'Oo1 ns 1t on to :you !or .,_to•or acuoa JOU aa:r with to tol<o, 

J~ 
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TREASURY DEPARTMENT \ ~ ~ __, 

INTER OFI'ICE COMMUNICATION ~ 
261 

DATC hp\ .. OJ' JO, 19J9 

TO 

f"AO M 

loon...,. .... _,_ 

ICJo. ODDllraa 

llaoe JCJo. laalto1 o trloa4o la \be Ohaao ,.,.. al>ooat , be ao ao\ al>lo \o 

obt&la uUl 12tli5 \be toll....UC 4&\oo 

luolu 1\a\o lalt ~oo wUh Obaoo 

Aatorc lt.e'·MM wUh Ol&M 

$2,200,000 

$),200,000 

$2,100,000 

$1,,00,000 
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IIJD 

S£cretory of State , 

wuehington, 

GRAY 

PARIS 

Dutcd Scptembcr 30, 1939, 

Reo'd , 12 :40 p, m, 

2C59, Septe~ber 30, 2 p, m, 

FOR TilE TRE.u!URY. 

OUr ttlegram 2148, StptOIIbe~· 23, l p, c , Journal 

Official todny publishEs an arrete providinG th£ ctc~ics 

ot opplicotio~ of the t renssh1pm£nt bond covering trnn~it 

~~rrohnnd1u found on ships i n Frenoh '"rtcra. Such bond 

will only b£ required in oases conoidcNd mctsaary i n th£ 

dioorction or the contraband committee , If thE bond is 

rEquired it \7ill only bt rcleaeed upon pruwtation of a 

c ertificate furnished b• the French Consul ut thE point 

262 

of dtatination of tht ~rchr~d1se three months ottEr arrival 

ottcst~g thnt th£ goods wert dElivered for consucption in 

the interior or thnt country :>nd thnt they hnYt not been re­

exported directly orttndirtctly processed or unprocessEd to 

"'' an enemy coun~ or country occupied by the ent<!l"• Th£ 

ocrtitiont~~a to ~ r~tu~Ed to the 1aaucr of the bond 

1'1vr months r rfJI>thc dnt£ on which the guaranty was givtn • 

• 
BULL ITT 

CSB 

Regraded Unclassified
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8JS 

St<>rct~ry of Stn tt, 

\'ln~hir.gton 

OR.\Y 

BERLIN 

Dntcd SEptember ~. 1939 

REG 'd 9(tf.m. 

1512, Scptc~jcr 30, noon . 

Offici'll Gt>zrttr Septembe r 28 publ1ahu t"o decrtrs 

263 

iasutd by Ott·-~n Aney Co::o:~.-nd Tlhich totlay• a prua e.'u!r:>ctar­

• hts :a deaigntd to rcator£ the I:ICntt~r:v and credit 

eyatcm in Gt~~n occupied Po1c nd , Firat drcrtt d~ttC 

$t t)tCOolltr 11 a nd tstabliSh£8 the l!£1Ch3.,0rk 'nd thE zloty 

jointl y ns 1egol tender in the occupiEd district ~t the 

fixed EXCh<m!3E rate of 1 zloty rquala 50 pfennige which 

compares r !l t~cr closely <~1 th the 81)urae r n te of August 1 

when l zloty rqua led 47 pfennige . 

The atc<~d drcrrt dated Stptcmbcr 23 catnbl1shes ~~ 

inetitutl~n entitled • Reich Krtdit Koleen• ( R£ich's 

Credit Ortict) which , t rcc tht ducription of ito p<n<trs / 

and functi<' t,J& ,>•ill act H tht ctntrnl b~nk tor thE Gt!"'l:'n I 

occupied t erritory appn r tntly eupplnnting the B<mk Polski, 

the fn tc of which is no t , h~tvcr , mentioned in the 

Th£ Grtc11t <>fficc is to laeuc currency Jmrn~n as REich's 

(REich C~·.•it office ccrt!ficatt~) in 
cred it kaoscnschEint '~ 

den~minnti . ns 

, 

• 

Regraded Unclassified



0 ' I l 

BJS - 2- 1512 t~ Berlin dated Septecbtr 30 

denvmi notions os high ns twenty =rko <~hicb "ill bt l Egnl 

tender thrcughout t h e occupied tcrritory, with the sig­

nificant EXCEption of Polish Uppe r S1ltsia, in which tht 

credit officE w1l l not function . The o~ovc exception 

would SEEO to indic a te that Polish Upper Siltsin is 

?64 

shortly to bt EntirEly intEgr~ttd into tbt GEr~n banking 

and conttnry systtn, Tht certificates or the Reich CrEdit 

Office ~re nnt lEg!ll :::co.ns of pn;,onent lfitbln thE RE i ch but 

can be txchlngtd ~t the otfici: l ~tt t ~11 Gtrr~ bunks , 

A a ign1fic: nt provisic n or the d ecree i n that the cred it 

office ahnll ~<lnt the Reich credits "up to onE billion 

Rt1chac~rks for u~ e in thE occupied oren , " 

It is to be n otEd t hn t the Rcicha Krtdit ltnsst n Est~b-

l ishEd by the d ecrEE w~a into nctunl Exint cnct a t <~ DEE t i ng 

hEld on SEpte::~btr 26 . 'l'ht bcnrd of <!! rectors of thE nE\1 

1natituticn is c · d E up a s follows : Rtichsbnnk Prtsi~t~t 

~nd Eccncr..ics iUnhttr Funl< , tbt >dn1rhtl'< t lvt ht,c! cf tht 

Rc 1chsb~nk Dirrctcr Krttzsch::l:>nn . 'i'hc Rc i chsb'nk ~lso 

no:-Un:~tcd Doctor Ott<> Christian Pbchtr f crt:trly ht "-d of tht 

Kredi t OEs<llach, ft end n~ prtal~ t~t of tht b~nkir~ 

gr·,up of the R£ 1ch. 'l'ht Econ~uico 1Un18~ry is r EprtS<nttd 

by tAng£ o.nd t bt Finnr.c£ l.!iniotr; by Bo:;rhofft r . I t is 

thot thE 1ltstitution will opEn fiftEE:l brnnchca 
oonttmpl"ttd 

REpE~t to Trcr.aur;; . 

PEO 
KIRK 

Regraded Unclassified
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