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RE PRODUCTION OF AIRPLANES ll.a,- 16, 1940 
11:00 a.m. 

Present : 

H.W.Jr: 

Weymouth : 

H. JJ .Jr: 

Weymouth: 

B. M. Jr: 

Weymouth : 

H. M. Jr: 

t1eymouth: 

H. II.. Jr: 

Mr. Noble 
Mr. Hinckle,­
Mr. McConnell 
Mr. We:JDIOU th 

I hear ,-ou have been travel i ng around the 
country. 

I think you have been one step ahead of me. 
You were out at Allison just the da,- before 
I was. 

I understand you are coming over to g ive us 
SCI!Ie good tips on which stocks to bu,-. 

That ia exactl,- the story, if you bu,- them 
thro\18h me . 

11ell , that is fair enough. flell, where did 
you f!P rirs t on ,-our trip? 

Lockheed, Nort h American and Douglas and I 
akipped Boeing and Consolidated. 

Well , de you want to tell us your own way? I 
will liaton . 

I will be delighted to tell it an,- "ay you pre­
fer it , Mr. Uorgenthau. I want to be perfectl,­
clear in t he understand.ing that the .ract that 
I went into it very carefUll,- - over the laat 
two yeara , i f Ur . UcConnell will excuae me, I 
have gott en to know personally a great many of 
these people 1n the industr y and I aimpl'J cannot 
define figures for you, as far as specific 
companies are concerned. As to giving you some 
costs , that is out . I can't do it. 

Ability to deliver engines and planea , I think 
that i a a very good idea in iteelf. I have some 
very speci.tic ideae on 1ncr eaa1ng the production, 
but I am an amateur 1n the business . 

You and me both. As General Johnaon said, I am 
just an orchardist. I would be interested in 
both those pointe that ,-ou menti oned. 

1 
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Wey111outh: 

H. I.! . Jr: 

\'laymou th: 

P. . U. Jr: 

\"io,moutb: 

l'ieymout h : 

H.l!. Jr: 

- 2 -

All right , sir. I would like , if I may first , 
to just g ive you ~ opinion, based on the 
aggregate of production. I feel very speci­
fically t he companies have a greater capaci ty 
to produce very quickly. 

Would you mind for ~ sake separating engines 
and plonoa? 

Surely. I think then, on that basis , the plano 
companies have t he facilities and abili ties to 
jump up their production materially faster than 
tho engine companies . I don ' t think the engine 
companies, confining ourselves for t ho 1110ment 
to Curtiaa and Pratt & l'thitney, can greatly in­
crease their rata of improvement that they 
have shown in the l ast six montha , regardless 
of wha t 1s add. I think that - and I am pre­
judiced - that eo far as Allison i s concerned, 
bocaU8e I happen to know the ve ry definite beat 
t hat bas been put on the situation and the 
problem from t he Chief Executive of the General 
Motors Company and directors, that by September 
they are going to be turni ng out a t a fa i rly 
substantial rata. Whether they moot their 
s chedul es or not is 

No indication of it last week . 

I agree with you and I don' t- I would like to 
ask , !Jr. l.!orgonthau - I woul d just as soon -
i f you don't mind. 

Look , lot me tell you what t his is . ~ere is 
only one copy of t his record and that one goea 
into m.y safe. Do you mind? 

I really do , sir. 

All right , if you do, we will atop. You are ~ 
guest. 
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Jule \ell• • ll'aq hae 1ne\ncU01le 
" nql&ieUt011 Mlect..t •-hiDe 
\ooh 1a proc••• of -'aotare 
or nn 011 docltto for ehipoen\. Be 
nqede l \all< \o Oap\alll o.nq 
a\ Jla7. 1 111 4o tha\ uleee 1VIl 
baYe otMI' 1Dab"clc\1011e, 

~ ~'' w.nt H 4o Q1thlas abaoat 
~,000 \ODe of copper for l\&17 • 

..... .......... 
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HCLD FOR RiJZ..sl! liOLil POR RELZAS HOLD FOil Ri:LE'AS8 

ley 16, 19~ 

Tba tollow-ing moaa.a£0 to tho Coacress is tor 
rolaaso lo editions ot all aowapupers app.Jarlna on the 
etreote :lOT E.U!LibR 'DIAN 1:00 P, IJ,, ! . S. '!'. , lloy 16, 
1940. 

This ~ rol&aao ot tbe text ot tbis addrase 
also eppl ios t o radio announcurs and aJwa commentators . 

CJ.RE !lUST BE E:<Eroi~BO TO PRZV~IT PRE:.!ATURB 
PUlUCATION. 

sn:P!!E/1 EA!lLY 
Socratnry to the Presidi:nt 

1base are o.:rdnous days ...... deye whos e a.:itt and shocking 
da,elopments torce every neutral aat l oo to look to its defenses 
in the li£ht or new ta~tors. Tho ~rutal torca ot modern 
ottenaive war bas been loosed in all its borror . New powers 
ot destruction , incredibly switt $Dd daadly , hove been developed j 
and thoso who wield tbeQ ore ruthleae and daring. No ol d 
datenne is ao strons that it requires no further strongt hani ng 
on<l no attock is so unlikely or la~poes1blo tbot l t I!IOY be 
lgnorod . 

Lot tJS e·xamine , without eelt-dooaption. the dangers 
wblcb oontront us. Let us tDeaeuro our etron.gth M.d our de-
renee without selt-delus1on. 

The clear raet ts that t.he Amtricon p.;ople must recast 
their tbtnk1Q8 about aat iooul protection. 

Wotorlzd amies can now aweop t broUSb enea;y terrltortes 
at the rete or no hundred Idles a day . Parachute tropps are 
dropped tro::n airplanes in l4r&9 ow.bera behind. ane-m,y lines. 
Troope are landed tro.m plane:s to ope11 t'ielde, on wide blt.hweys, 
oad at local etvil airports. 

We have stteo tbe tre.acherou.a uao ot tho "ttr·th column"' 
by Which persons supposed to bo poacotul vlst tora were act ually 
o pert or un ena.~ unit or cocupatton . L1bbtn1n8 attacks, 
capoblu or dvstroy1nt;, a1rplunu tactorloa end muo1 t1on wor ks 
hund~de or miles beblod tho llnuu . oro pdrt or the new t dcDnique 
or modern war. 

Thd ole~ent ot aurprls~ which hoi u• er boon an l=portant 
tactic in wertara has becomo tbe more ctaoearou.e bacar.tao ot the 
aazlnc spaed w1 th "hich m.Od.ern •qu.tPDJn t ol!l reach and attack 
tbo en&mJ' 'S cou:1try. 

Og;r o-.n vital tntaresta &N wtd.oep,..ad. More tb4.El o•ar 
tbu protoetlon or tho .:bola Aaarlcao ho:tJepherv es,alnst in"-aslon 
or control or do:lnatioo by oon-b.trlc&D nnuona has tb& u.n1 t od 
eupport ot thz twenty-on.~ Aoortca:l Rapublloa , includir..g tbe 
United States . ~orl than ~••r t bia prot•ctton calla ror 
rt:ldy....at-baod W"!ftpons Cllpebld ot irl bt =abilitY boe:usa or 
\h~ petantial ap~~d of modlrD uttack . 
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The Atlantic md Pa.citio Ocoe.ne woro roaaonably adequat.e 
deteoalvo barrier& wheo tl&etl under eail could 110•• at u 
&YOl"'&te' lpeod of f1VO ailel &.n hour. !'feD thtll by & IUddOD foray 
it w&c poaaiblo tor an opponent aotually to ~rn our uatioD&l 
Capitol . Later.., the ocee.na still p.Yo atroncth to our d.ete.n.ao 
whon tloeta and convoys propelled by ltooa oould aaU tho ocet.DS 
at rtrtoon or twenty miles an hour . 

But tho new element ..... air navi&ation -- etepa up tho 
apeed or pouiblo &tta.ck t o bto hundred, to throo hWlclred lliles 
a.n hour . 

Furthermore, i t brin~s tho n~w poesib111tioe of t ho u&e 
or noaror baeos from which an att&ok or attack• on tho Amor ioan 
Continonte could bo tllLdo . From. tho tiordo ot Oroonland it is 
4 houre by air to IJO'Y'rl'o\IDdlo.nd ; 5 houra to Nova Scotia, Now 
Brunewiok and Quoboc ~ and only 6 houra t o Now England . 

Th• Azor~s a.ro only 2 ,000 milt-a f'rom parte of our oaatorn 
ooaboard and if lloJ'D1da fall illto ho>t1lo honda it h & mattor 
of 1011 than 3 hou.rc for modern bolllbcr• to r oach our ahoros . 

Froa a bo.a<o in thu outor 'Toiit Indio• , tho eout of 
!'lorida could bo ruched 1n 200 m.l.nutos . 

Tho bland.s orr 
1,600 milua troo Bra~il . 
Vordo I1l.nds oan bo over 

the nost coa1t of AtTica aro only 
l!odorn pla.nca a tar-tin& fr<wD tho Capo 
BrAzil 1n 7 houra . 

And Par~, Bra%11, is but 4 flying hours to Carac~ , 
Vono,uol~; ~d Vonozuola but 2t hours to Cuba And tho Canal Zono; 
and Cuba ond tho Cano.l 2ono aro 2-} houro to TGIIlpioo , lloxioo l 
nnd 1'amp1oo io 2t houro t o St . Louie, Kanoao City ond Omllha . 

On tho other cido of th~ continent, Alaeka, with a 
""!to populntion ol' only 30, 000 peoplo, h within t er 5 
ho~ra of flyin6 dist~o to Voncouv~r, So~ttlo, Tacoma and 
Portlt.nel. 'l"ho iolnnds of tho south ... rn Pt..oific a r o not too 
fo.r r~vod troo tbc west conat of South Amc.rica to provont 
thCJI troa bt.eo:n1n& blues of' onor=ous 1trato&io adYanta.so to 
&ttt.clc1n& fOTOC& • 

Suroly. tho duvolop::!OntS or tho ~·t tow wook• h&vo 
.. do it clear to all ~r our citizens that the poaoibility of 
attack on vito.l Az:Leric.m zones outht to -.lee it eaaont1al that 
we h~TI the physical, tho r eady &bility to mdot those attaoka 
e.nd to prevent the fr01:1 r ea.chint thoir objoctivo1 . 

Thia ,._,ans militar y .implc.."Wnte -- not on papor 
whioh are rondy ond avnilnblo to Q•ot any li~tnin5 otronsivo 
G£&inst our Amvrican interest . It mc~ns alto that faoilitios 
tor production ~st bo ready to turn out munitione nod equipment 
at top apood . 

l'/o ho.vo had t hit lesson before us over and over agail1 
nation• that wore not roady 1.nd wore unable to got ready found 
tho::a.oolvoa overrun by the enoay. So- oallocl icpregnablo 
fort if'ioAtione no longer ex13t. A dotonso ll'hioh allow• an 
en~ ~o oonaolidato hlG approach without hindr&DOO will lose . 
A dolonao which Dt.kca no effectho effort to doatroy tllo linea 
ot oupplioa and coi:IOlmicationa of tllo en~ will looo. 

5 
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~ effective defenae b.r ttl ••r1 nature require• the 
equipc:tot to attack a.n ag;retaor on hla route before ho can 
tatabll eb etrong bases v1.thlc. tho t orrltory of A:l.eriean Tital 

lntereeta . 

I.ooao tallci ng and th11llc1na on tho part or oomo may give 
tho t~ao lmproaeion that our own !r=y and Navy ara not first­
rate, or t~t ooncy has been vaeted on them. 

Nothing could be turthor from tho truth. 

In recent ~e::;.rs the dofonaivo po~r ot our Army, Navy 
and Mcrlne Corpa ~~ been Tery grdntly 1aprovc4. 

The ~V:" is stronGer tod.a¥ than nt 1.\AY time in the 
nati on'• btatory. Today ~ao 6 lar&o procroa of new eonetruction 
11 voll U£der vcy. Ship for ahip, ouro nre equal to, or better 
t~. tho vcaacls of any torelfin pow~r . 

Tho Arcy liko~ae 11 Lt ltl cre3tOat pence-t~e str ength. 
l tl octulp·mont ln q,UB.llty £Jld ctUADUty h.o.l been 1roaUy lnereaaed 
and improved . 

~o Nction~l Guard and the roaorvo atr ensth or the two 
Sorvicee oro bettor oquippod nnd bot tor prepcrod than during 
cny other ponce-time period. 

On tho ot!lar ald.o of the pictw·o we wet vieualize the 
outatnndin' f~et thet aineo tho tiret day of September , 1939 , 
ovcry week t!l.at hc.a ,~aeod b.o.a 'brou;:;:ht. no-w leaeona let.rned 
from net~l combat on 1~~4 and aea . 

I eito 3XLDplea. ~ero ~LV4l ahipa havo opereted 
without edoquate protection by defo~dtnc aircrAft , their 
wloerAbili ty \o Air au c.~ J-.ae i ncre.aeod.. All :llltiona are b.nrd 
a\ work et\ld.,yin& the need of c.ddltion.el. :a.n.U- Bircra!t protection. 

Sever.ol contha ego tho uaa ot c new type of ar.goetic 
Di~e oa4e ~ ucth1~ people bcliovo t~t oll aur!nce obipe 
were doomed . Yit!tin e. fcv wae..'ca I! r1ccaa•t'ul c:lefenaive do,·ice 
ecctnot th~ao minea w~• plncod in opcretion: And it ie a !oct 
thl\t t he llnk:lngs of m~re}\..a..,t ehlpa by torpodo, by mine or by 
a.irplo.no oro def1n1 tely uue~ lover t~'IAO during tho t11ll1l&r 

period in 1915. 

Combo.t condi tlone 1"4vo o'uln&«~d C\'CI\ £1orc r npidly in 
tho nir . With t!'lc amo.zing progrooa in tbc doaign of plr-'os 
end oncinoe , tho airpl~,c of a yoRr 4£0 11 out-of-date now. 
It ie too slow. it is 1~properly protected, it 11 t oo weak in 
cun s><>wor . 

l n types of ple.r.ea, we ere not behind t.!".o ot !lcr Mtio:u 
ot tho world. M.:.:l:' of t'ta pl&:lea of t "'ao bolli gorent powers 
ve at t .11a c.oce!lt not of t he l.a.teat models . Dut one belligerent 
~wtr :.ot only h.:oe -ac:.y ~re plonaa tl'.c.-, all their opponents 
conbl!'le-11, but ale~ ~!>pe3TS to !.aYo a woekl.)" production eapaeUy 
at t~c: DOD.e;lt t.."..rlt 1& !t.r &re::.ter t'\a..'\ t'ut of t~elr oppo:1en:e . 

fTo= tho ~tnt of vicv ot our G~ de!enee, therefore, 
&roat a4d1tio~ prod~ction cap3city 1o o~ P"lncipol air requioite. 
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For tho perm£llen:t r eoord . I atk tho Co"'ntll not to tate 
o.ey oot!oa whioh would 1n o.ny way hol:lpor or doloy tl\o delhery or 
.Mierloan-mado ple.noa to rcrolp nation• tthioh hcvo ordor od them, 
or eook to puroheao more pl an•• · That , trOQ the point of view ot 
our own national de tense, would be extroooly ehortdg_htod . 

Durlnt the p~st year A~erlonn production oapaolty for 
wor planoe , including engines, h~a rieon trom appro~lcatoly 
6,000 planoa a year to more than doublo that number, duo in 
groator pnrt t c the plnoing or foro1SD ordore . 

Our imoodiato probloa ia to supor~oao on this 
production oc.pooity a. greotly iuoruoe"''d o.dd ltiono.l production 
oap~olty . 1 should like to sco thil notion goarod up to the 
Gbility to turn out nt leBst 60 ,000 plnnoe ~ yefir . FUrthcru~ro , 
1 boliovo thot this not ion should plAn dt thit tioo a progrnm 
tl\ot would prO'fido us with 60 ,000 c>ilitory one! naval plo.nos . 

Tho &round rorooo of tho Am.y roquir<> tho 1J:EJOd iota 
tpeod.ln& up ot last w-inter' s pro&rt.a to proouro oqu.lpoont of all 
kinde . inoludln& motor t rer.sport ~nd arti llory , inoludtng cnti­
oiroro.rt CUD• ond full ~iti~n aupplioa . It hod been plnnnod 
t o aprocd thocc r oquir t.awnts ove r the next throo or four yecrs . 
Wo ahould till th'o ct onoo . 

At this tico I ~ naklns thd lmnedlnto cppropriotion 
by tho Congress of c l~rgc sum of monoy for tour primery purposest 

Fir et, to proouro tho essential equipment or 
nl l kinds for a larger and thoroughly roundod-out 
ArmyJ 

Sooond , to r epl ace or r.lcdo r nho all old Arm.y 
ond Novy equipment with tho l otest typo of equip· 
DOnt I 

Third, to increase production faoilitioa for 
e...,rythin& neodod for the Am.y o.nd Hovy for nationol 
do! onae . ~o requiro ;he ability to turn out quickly 
1nt1n1tely grootor suppli•s; 

fou.r"th, to spec.d up to a twonty- four hour baais 
all oxiating Arcy and Navy oontraot1 , And a ll naw 
oontraota to be aw&rded . 

l ask for An ~dinto appropriation of $896 ,000,000, 
d1v1dod opproximLtoly ns f o llowa 1 

1. For tho ArmY ••• ••••••••••••••••••$646,000,000 
2. Jo~or tho Novy o.nd l.!o.rino Corps . o o o 260 ,000,000 
3. To the Prosidont to provido for 

omergoncios c.rfootin& the nntional 
secur ity and doton•• •••o•••••••• • 100,000, 000 

ln cddition to tho c.bovo tum , 1 cat for nuthori Lotiona 
tor tht Array, Nn'Vy end ll!l.rino Corpe to CIC'Uc.t oontro.ot ob1igat1oua 
in tho 1\arth(..r s\Uil of. , •• o.,, •••••••• ,., •• , • •• ••• •• 186,000,CXX> 

Am to the Pr£ddcnt c.n cdctltionc.l cuthoriu~.tlon to 
ccko oontr~ot obl1&et1ona for ••••••• o••••••• oo••••• lOO ,OOO,OOO 

t~ tot~l ar nuthor1&at1ona 11, thorororo . $286, 000, 000 

I 

Regraded Uclassified



- 5 -

I\, ia n y ho.a.J ef t l.a t a lnr~ pnrt or the r e4.uenecl 
eppro,rUtlou or .;100,'-00 ,000, eoJ \ Dv r~qu.JJatod autbcriu.Ucn 
ot JlOO,~G,OGO to t te ~~aitvnt wil l bo uatd ~rl~ipally r~r 
tbt 1c~recae of pr~auc~ion er airplen~a . oati• uircrart ~a. 

t.n. t ~ t.ra1o1nc; <.! &..!d1 tio.:3al pc.rat>nool tOI' U\ts" woeo.po:ss . 
ttt• ~lG ~v 1~ oJ~iticD to t ae d l r.ct eattftatea tor theso 
pu.rpcJU: 1.: l.h~ ct~r 1tC1!3 r oq,uened. 

7bl proposed Cete11s ut the ap.~prlottooa eGJ 
cutUOri:.at10.:18 O..k'ed !'c.; r will b• tSJ,Ytlll to tbt C~U.OOS 

o r t he Coafn'cas. 

These oatL'l.litea do uu-t, f'l t eoura~ . dupUcot• an.y item 
now ia t.h'l per.diua: Uar t.n:l lklvy bp..zoopr1t~ t1on bUb ~ur tbe 

~·::~!~!! . 'lfh~~~ !:y t~=~~c!~::.~~~~l~;~~~:!o:r c~"~!~~:·~Y 
lcRJ.r.lotiun or SllO.i.'t(t.ge ot tunds unGer I)Xiatiru~ progrr.me. 

'rhrJr e &r~ sont. wt~v d&y thht 4unocrucy co.unot cope 
11r1tl: th• Dl.'lt t oet..nique'i ot gov-.:oJIMnot 4e"lc.lopoi ln. rocent 
)1'1-~ra h)• D ti:".J cou.ntrt ... a - - by o r~.:w eown.rha wb.lct deny 
the 1 t'~u4CILl~ which \,(;- r...eh.t.!!in 01ra oc.J~r..Ual to c.ar dec;oero.tic 
':ay cr 11:-"' . 'i'.lic 1 rGjac~ . 

I Jmog t.a..tt cur trninod ottlc,. .. .a and uea bow acr 4 
•~~ut fl~ttnz dnd !hg vcnpe~a and ~UlF=~nt oo~ded tor 
t'l hUno tt~n a oy or ~ Llya .... ni ~~ t hla•u contldt.~nel 1D tb~. 

I r~v.1 t~t t o copA •1\b pr~•~nt d~ne~r• we cuat bd 
... trO"(i tn ta.art. an.l t.an<! ; atron.:;: 1 •• CM.or roHh .... atrcng in 
rattn 11 our nay or living. 

! • too , p1·.ey ror ,)uecu .... t11at th\t \'.t:J.yc o1· taseresston 
and forcu :1&;,· bo b:Llli~ncd f'r OZit th" t.(u•t h,-- hut I Wl~ d.\1torm1 ntd 
to t'ao" tiJu f&.ct r ... tt.llsticnlly that t hie rlbtiOn roqutrua u 
tOUHhnuna or ucrnl a nd phy:.:icr.t l fibt·~. Tlt0111 qu.uli t1>)8 , I 
W"' convlnc..;;d , tho A..,~;.rican P• vpltJ hollt to o hll',Ji dor,r<.~e. 

Lur t-&ak iS i)lntn. T tw i'OOd \j \t 1'\Ui t. t tokd 1& cllarly 
tnGtcct.~d. Our dLf~ns~s munt b~ invulr.~robl~ , our t~urity 
ubaolutu. But our d<.!'~~ao Od h wu;! f~o<l\~rdcy , or •'uD os h. 
ift to4dy , ~o..s ;t~t prOYidG aceurity "ct•in;n. pot ... t:Ual d~vylop­
~lnU .v.!)d o:.a.o,·.\1r:;. or t tN t\l.tur..; . 

:A..r"os.:: cu!'..!lot b.o.~ static . Du"'na., cu.at gow and ch4D&e 
tro.1 d.J.y to db:;. D.ltt:A.k a:u..n tk: d;me.'11C •n4 fl~o~dlll~, a.n 
xprve•l oo of t~ ~1tai !orcuJ or th~ not ton aDd or lt.a 

r eol\ot• dU t~ ~ct -.l&Ut.t'.:r eh.Dll. a.•, tb.t t'Ut.W".t a:~.r hold . 
?or t t"""""" r....o.uc,!l.S, I ::..rOO h<:r .... l:· cu,juru you that •f'ter t!Ho adjouro­
•h·M 0:' t t.U uea3i o:1 a:" t.~~ Coner..,.ea: , I will nee. teaitOU to 
call th Conv--:s.lJ 1n'to Sp..;;clal J.:sstoD H at any U roe the situa­
tion (f ~b .. MUOf'..)l d.o>t~J'l,t;oJ r..:qu1 r~oo4 tt . Tihl CODI)l'SU and tho 
Chio~r L.'t ... cutLv.., eonat1tut. .. n tc>a..l wll(.r... tb.u lltot ... nao c r the land 
to eonu•Jrn.ld . 

Our id~oonl, our obj~cttvu io still p~~o' -- ~oeo at 
hOI'h. f"nd p ... ncv nbr oo.tl. J~,w .. r thJh.es , Wl.t "una r vody not c.nl y 
to ap~nu mil liona tor d~f~1~u but to sJvu our •~rvtc~ und ov~n 
our ltv~~ ror the oa!ntununc<.~ or our A1.r1con llbortlta. 

Ow· s~,;cu.rit.y is not. '· A~t.t.~.r ~r \:UUJ)Gntl uloo..:.. Tn\t 
or.t that 'h.ld.s tbc.:.l t:.uJt tk. strontt . 'th~ ~#'" thr.t autd. .. l th\0.!1 
c l "'ar , th~.o Yilll t nut dlrt.cts t.h.n 1:u:c:wdc.a\!lo. 

7tes .. ar~ tt~ c~:uctLriatlea or ' rr.o peopl e . e ~oplo 
d ... 'f0\\.4 to Ut•J ln.J\1tuUo!1~ til• y th...nlvh ... JDYtr- built, a pc.opl~ 

wtlll~ to a•t•c4 ~ wny ot ll~L ~t~t 11 pr~clou. t o t.hua oll, a 
P~Gplu ~ho put 'tbGtr fd.lth ln Cod . 

TtL:: :atrr'.c. liOC.I&; , 
IO.ly 16 ' 1940 . Regraded Uclassified
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May 16, 1940 

Hll,Jr took care of the releaee of the 2,500,000 
pounds of powder by Du Pont (referred to 1n the fourth 
paragr~h of the attached memorandWD from Mr. Young) 
by a telephone convereat1on with Johneon today, ae per 
the attached transcript of phone oonvereat1on. 
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CONFID:i:tlTUL 

K11,1 15, 1940 

'l'o : ~e Secretory 

Frot>: Hr. Young 

Mr. !allantyne called on =a thia n!ternoon a t 2: 30 
end handed ae the 1\ttnched, "Allied RequireZDOnto of 
Ai.rern!t Colt-Brovnint; ~~'>ine Cuna•. ~h ?BP•r aho>1a 
t~.at the Purehr.d "l: Boud is attogpt1."6 t.o contract for 
15,930 guns. 

Altho~h no dollar YBlue ia given on the attached, 
and 1-'.r . :Bnllent yne dH. not know the MOunt, 1t wt\8 his 
gueaa t hat the total would be ~proximately 7 to 8 million 
dollars, of vhich about 1 million would repronent c~itol 
110Siat811Co. 

A contract for the attached 11at of aun• haa not 
yet been ai~ed, nnd I understand that thio contr8Ct ia 
a reviaion of the oric inal contract Vhich Colt re!Uaed 
to aign leat veek. 

Kr. Bal.lent7'1e aloo aaid that there vno eou diffi­
cult y in tlftking o.rrane<~ment s v1 th duPont (or the produc­
tion of the 2, 500,000 pounds of povder reloneod by the 
navy . Ao you vill recall , one of tho conditione of thia 
release '"" that the nnvy or der for 565, 000 pounds no" in 
production ehould be complet ed. Kr . Bradw111 of duPont hfta 
notif ied Mr. Purvie that production of t he 2 ,500,000 poundo 
could not be ot o.rtod befor e the preaent ~TY order tor 
565,000 pound• vee eoanleted in Septe~ber or October . 

I had al~• received tho i gpreoeion that production 
of the 2 , 500,000 pound.e of po>n!er would ete.rt i.-diet ely 
upon release, RDd I undorotand from Mr. Ballentyne that 
duPont haa adequate cnpacity to do thie. 

77t . 

i() 

• 
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1. 
\ 

AkLIBD HEOUIBE¥8"TS OF AIRCRAFt COLT-BRQJNING 

MACHIQ GUJS 

I!Jl.. Caliber Delivery Goyernment 

9620 1 . 5 mm (equivalent To end of French 
of 30 caliber) 1941 

2400 13.2 mm (equivalent To end of French 
of 50 caliber) 1941 

3910 50 caliber To end of British 
1941 

Total 15 .930 &uns 

Ma:r 15, 1940 

Aoglo-Franeb Purchasing Board Regraded Uclassified



H.M.Jr: 

Oper11tor: 

H.M .Jr: 

0: 

H.!o!.Jr: 

Louie 
John eon: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H. I( . Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M. Jr: 

J: 

H.M.Jr: 

.7: 

H.M.Jr: 

Hello. 

Louie Johneon. 

Thank you. Hello. 

Go ahead. 

Louie •••... 

Way 16, 1911<> 
9120 a.!l. 

Good morning, Mr. Secretary. 

Henry Korgenthau. 

Yea, air. Good morning. 

You sound so ~ar away. 

Well, it'e a gloomy morning. 

Oh. Louis, what happened yeeterday in regard to 
thie contract ~or 15,930 airora~t Colt Browning 
gune that the Allin wanu 

Yeah. 'l'hle 1s 1t . I cleared 1t th1e morning here. 

Vhat•e Ulatf 

Juet cleared 1t thle way about 10 ainutee ago~ 

Yeah. 

The -- wlth the Colt people. '!'hey worked out a 
eolution Whereby the Alllee get approxlaately 
What they want as they want lt. 

Yeah. 

It oalle tor eo11e plant expaneion. 

Yeah, a 111111on 4ollare. 

It'• 110re than that. 

lfban 

12 
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. . . ...... . ..... . 

J: 

M.M.Jr: 

J: 

P. .M.Jr: 

J: 

J: 

R. I.! .Jr: 

J: 

R . l~ .Jr: 

J: 

H. U.Jr: 

J: 

H. li .Jr: 

J: 

H. l.f . Jr : 

J: 

H.M.Jr: 

13 
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It 1 e more than that. 

Well, my memo eaid a million anyway. 

It ' e something over 2 million dollars without whioh 
it oan•t be done. 

What ' s that? 

Without t he expenditure or which by - - it can't be 
done. 

It canno t be done' 

No. They' ve got the exact figure on that . 

Yeah. 

It•e eome -- it• e a little over 2 million dollars. 

I see. 

With t he expenditure or that they can both turnieh 
Colt and theirael vee • •••• 

Colt and wo' 

Colt can turn1eh both the Allies and oureelves • •• • 

Right. 

We're holding oure down s o t hat we are -- after we 
do thie we are still ~ monthe behind,vhat should be 

the aircra!'t delivery. But I t hink to help them 
- - they need them so badly, we ought to do that. 

I eee. 

And I have cleared our doi.ng that and the orrioere 
are nov over at the Navy and the Navy 1B going to 
come through nov because I know, and you keep it 
under your hat, Ulat the NaTy has got 2,000 gun1 
hidden away somewhere. 

I see. 
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J: 

H. " . Jr: 

J : 

H .'~ . Jr: 

J: 

'l . t~ .Jr: 

J: 

H . !~ .Jr: 

J: 

H.!·!.Jr: 

J: 

H. !!.Jr: 

J: 

H.II.Jr: 

J: 

- 3 -

So, While the Nav~ ie going to buok when we pull on 
them that we know t ha t t hey've ~ot t hat, and t hey're 
good at 1t , then they' re goln~ t o come around and 
approve this t hing. And as soon as they approve 1t 
I'll call you. 

\•1111 you do t hat? 

I ' ll do it , but we've got 1t cleared here. They 
f ussed about 1t all dey long and I cleared it the 
first thing th1a ~orning . 

!low, that 1 e number one. 

o. X. 

Number two , do you know t ha t they have not yet got 
a clearance w1th Dupont on tha t two and a halt 
million pounds of powder tha t the l~av;v was going 
to release? Hel l o? 

Oh , what do you mean there , Henry? 

~fell, you know t he Navy 1B going into a second ah1tt 
down a t Indianhead. 

I know t hat . 

And on the first of June they were supposed to 
release two and a half million pounds tha t they 
had on contract w!th Dupont. 

I wee t here when they agreed to it. 

,, Pll, they haven• t go t i t yet. 

You mean Navy hasn't done tha t ye t? 

No, I mean Dupont. There ' s a man by the name of 
.Bradway. I hear tha t Oolonel Burna wa s perfectly 
ewell. 

Oh, he's the -- the two ables t men in this Army-­
I heard you say your favorite soldier yesterday. 
I want to-- I agree with you on h1m, but don' t 
overlook two other men. The beat brains 1n t he 
Army, or what may hapoen to ua, t or your i nfor ma­
tion, ie Strong, General Strong, and I Wish you'd 
meet him and talk W1th hi m some day. 

• 
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H.'.f.Jr: 

J: 

?.." .Jr: 

J: 

J : 

J: 

H.H.Jr : 

J: 

H. !'.Jr: 

J: 

H . ~~ . Jr: 

J: 

H.!l.Jr: 

J: 

l! .l~ . Jr: 

J: 

- 4-

Yeah. ~lell -- I never met him. 

~/ell, he -- he knows more about the -- the long 
range of this . He has better braine than anybodi 
else in the Army on that phaee , ;on the supply an 
manufacturin~ end Burna ought to be your favorite 
in the Army.· He knows more about it than any 
other two men in all the Army. 

Yeah. 

He manufactured po>~der in the World War. He 's 
the beet man here. 

No~ , would vou mention t o Burne that Dupont has not 
vet releaaed that powder? 

Indeed I will, and we'll aee that they do somehow. 
Do you know what ' s holding it? 

Just Dupont. It -- there•a a man by the n~e of 
Bradway, isn' t there? 

Yes , there's a fellow by the name o f Bradway. 

\·I ell. •..•. 

I'll have Burna get on it. 

Yeah, have Burne get on it. 

He's out on another mission and won't be back until 
about ten-thirty and he'll get on i t the first 
t hing t hen. 

Hell then • • ••• 

Let me ask you abou t something. 

Go ahead. 

The President told one of the Senatore that he vre 
aeking for a bi llion 700 million. 

How much? 

A billion 700 millions . 

15 
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J : 

...r: 

. 
v . ,, . Jr: 

J: 

!i. l '.Jr : 

J : 

H.•~ . Jr: 

J : 

J: 

H. '(.Jr: 

J : 
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Yeah. 

Is t he.t right? 

I don ' t think so. 

~lell , you know it would be the happiest thing in the 
~•orld, Hr . Secretary, if he -- (break in connect ion ) 
hello? 

Hello . 

•••• • if he were to raise his amount for air because 
the President is going to get cr1t1c1~ed 11: the 
measa~e doesn' t contain more alr than is now ln. 

~/ell , he may have chan~ed last night , I don ' t know. 

I tell you why. 

Surely, I say I don 't know, he may have, but I-- I 
never bluff; I don 't know . 

Senator - - Sen~ tor George -- you see I've been work­
ing -- one of my Jobs was t o try t hr ough veterans 
to get George at least no t to vote against the 
0 , C • .A.. thing, 

Yeah. 

And he behaved royally. He had already made a state­
ment but I t hink he d i dn't vote or el se he said i f 
he voted he'd vote Wi th us. Well, on the basis of 
that , which 1s my one contact wi t h hiM, George 
phoned me yesterday and asked me what we were doing 
for air, and I -- I t ol d h im between t o mi llion and 
lo6. 

Yeah. 

George says it isn ' t enough. He said, "Do you have 
any obJection to my carrying the f lag to get you 
as much money as t hey are talking about -- 732 
million, tor all or that for air,• he said, ' You 
need more than tha t t or air and i t we don't get 1t 
on the Rill we' ll all be ruined. ' And I told him 
I didn't have t he power to give - - carrying the 
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!! •••• Jr: 

J: 

~ . '! .Jr: 

J: 

~ . ,, . Jr : 

S: 

'1 . " . Jr: 

J: 

H.'.I.Jr: 

J : 

t! . '' .Jr: 

J: 

J : 

H. '' .Jr: 
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flag but we a~~ec1eted h1s efforts to handle 1t 
tactfully. 

That ' s right. 

1.., 

· ' 

Now, off the r ecord, both of t hese 
cal la me this ~orning . 

-- Burne 

~lhich Burns? 

Senator Burne . 

Jin"lie . 

J i "lmi e Burne , a~d Burne tells oe that the President 
has said t hat t~erc • s a billion seven hundred ~illion 
for thle thing. (Break in connection) Hello? 

Hello. There "lay be , T ~on't know. 

And he wants t o know how much 1R for e1r. 

Hell , I don ' t --I haven ' t •.•••. 

I tole. h im , • ! don ' t knol: thtl t ther e 1 £ t hat much 
money but t ell him thPt 1f the a1r thing is going 
to be done on the basis of the 3, 000 additional 
fi ghting ~lanes, t his Army ourrht to now have , 
i t costs a round a billion ~ollrrR .• ?e ' e ~or trat . 

\1eJl , Loui s , I don 't know. 

Well , ! 1 m just gi vtnv vou t he picture thet -- t he 
President r elies on you so ~reetly and I so~etimes 
think exclusively, th1>t I >~ant to gp t over to you 
thAt we ' re going t o "et a backfire thPt will hurt 
everybody if a i r isn' t increased because t he 
countr y is mad about it. 

l•fell , I -- I' m telling vou the absolute truth. I 
don ' t know. 

Oh, I don't kno~< either, but I wanted you to have 
the benrfit ••••.. 

No , I wam•t there last ni~ht so I don't know Wha t 
he did . 
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H. M.Jr: 

J: 

H, l(, Jr: 

J: 

H.M.Jr: 

J: 
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I aee. Well, I ' ll get tbi• other aturr in the •.••• 

So it1 s not inoluelve , he had another orowd there. 
I don ' t know. 

I see. 

I don't know. 

All right. I ' ll get this other eturr going. 

Tbanlt you . 

Goodbye. 

18 
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May 1.6, 194o 
6:22 p.m. 

!9 

H. M. Jr: Hello. ~\,f vt 
Operator: Go ahead. ~<\') 
H.l>!.Jr: 

!!: .E. 
leller: 

R .~.Jr: 

1!:: 

H. M. Jr: 

1!:: 

H. J.! . Jr: 

1!:: 

H.M.Jr: 

!':: 

H.M.Jr: 

K: 

X: 

H. M. Jr: 

1<: 

H.l·I. Jr: 

X: 

H.M.Jr: 

Hello. 

Hell o , Secretary. 

How are ;vou? 

I 'm tine, t hank you. 

Mr. Xeller, are you where you can talkt 

Yea , air. 

Are you at home or some place like t hat' 

No, I ' m at the home of a friend . I ' m in a room by 
myself here. 

All right. Well nov, I'm going to tell you in 
strictest confidence what I ' ve got on my mind and 
I 've just come ~rom the President . 

Yes, sir. 

We ' d like you to ser iously t hink - - consider buying 
the engine d1~8ion of the Continental Motor s. 

Buy t he engi ne di~aion or the Continental Motors. 

Yeah . 

I eee. 

And get into this aeroplane engine buaineaa. 

Yeah . 

Nov, I ' d like you to come down here tomorrow morning 
and talk to me about it . 

I aee. My t r ains are all gone tonight. 

Well, we ' ll charter a plane or eome1211ng f or you. 
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H. M. Jr: 

X: 

J<: 

K: 

H. H.Jr: 

X: 

X: 
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God I I ' ve never tlovn. 

Well, you ' d better begin, it you' re going to go into 
buaineea. 

T1b-huh. Uh-huh. Well. .•.• 

Hitler doesn't wait tor anybody. 

(Laughs) That 1 6 rtght. I • n h ad an a:'l'ers1on to 
f lying , Mr. Secretary, and the - - I tell you the 
I'll ~Ave to do aome work tonight on this. What 
are ~~e circumstances ot the Ric~Ards • •.••• 

lfe ll , I don't knov much about it 
this engine, which the Army says 
beat engines, and we want to aet 
way All1aon is . 

Yeah . 

but they ' ve got 
18 one ot the 
it up just the 

And we want two things , we want their particular 
engine and then we -- we ' re going to license 
we would 11oense the company to make the ~50 or 
~00 hbrsepower - - either t he Wright or Pratt and 
'lh1 tney. 

I see. 

And we•ve got the money and the buaineaa, but we 
vant your engineering statt and your oap1 tal back 
ot it , and your interest. 

Uh-huh. You don't ltnov bov muoh you 1 re asking tor. 

I haven't got the slightest idea and I wouldn't 
say anything to anybody until I aalted the Preeident 
whether he l i ked the idea and he said, •Svell P 
And the Army say that you people have go t the beat 
engineering atatt 1n the automobile buaineaa. 

Well, that ' s very complimentar y on their part. 

It - - I understand 1t 1 s a busted concern. I don't 
knov vhat it ' a wor th. 
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lt: 

lt: 

H.K.Jr: 

lt: 

H.M. Jr: 

!C: 

- 3-

Well, I know -- I know What they are. Ot oourae 
they•.- got ideaa ot grandeur and everything like 
that and aa a buaineaa inveetment it ian•t worth 
a damn aa -- to help the government get their 50,000 
aeroplanes , Why that •• another atory, eeet 

No, -- well look, we're not -- I mean, the program 
ae tar ae engines ie concerned-- I don't --I'll 
tell you eo that you ' ve got aome conception. The 
number ot enginee that tit the bill are 6, 000 
engine a. 

Yea, I know that. They' re very slow on that. 

No, I mean , when we ' re talking in ter11e ot -- alto­
gether, 1t 1 e increasing the production ot the 
country rigbt now by 6,000. Seat 

Ye& , I know that. Yeah. 

But the thought ia that Continental can ' t aWing 
thie thing but ~our company could. 

Uh-bub. 

H.M.Jr: Why -- I don't evep want to aak a man to tly that 
• can't. Oould you poaaibly tomorrow tind out about 

the thing and get a line on itt 

!C: 

H, )II. Jr: 

lt: 

H,M. Jr: 

lt: 

H.M. Jrl 

Well, I think the beat thing tor me to do is to 
work on it up here and know What the devil I'm 
talking about. 

o. x. 
And ao11e down there Saturday. 

Well , auppo81ng you do th1a, · I don't know :ret where 
I'm going to be Saturday, aeet 

I aee. 

Oould you call me -- we're on Standard Time here. 
It'• 6:30 standard time hero. 

Yu. 
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H . !~ . Jr: 

K: 

H.M.Jr: 

K: 

B. l! . Jr: 

K: 

H,M.Jr: 

K: 

H.tt. Jr: 

!C: 

H.!I,Jr: 

K: 

H.M.Jr: 

K: 

I! .M.Jr: 

K: 

- 4-

Could you call me between ll and 12 standard time? 
to morro"' 

Eleven and twelve. 

Standard. 

That 1 a noon. 

Yeah. 

Yea , at what number do vou want me to call? 

District 2626. 

At Wha t? 

D1Btrict .•••• 

D111trict .•••. 

. .. . .. 2626. 

•••••. yeah, all ri2ht , sure. I ' ll call you. 

And reverse t he charges . 

Well , I'll pay t hose . I think t hat won't break us . 

Well , I vas just kidding. 

Yelb. 

But new -- nobody outside ot the President and my­
salt know an:rthing about 12\18. 

I understand. I'll ewe that that's protected. 

See? 

Yee, sir. 

Because it you're going to go out and buy this 
oompan:r m:r suggestion would be to tie it up in an 
option. 
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!C: 

H, M,Jr: 

X: 

R. l '.Jr: 

X: 

- 5 -

Yeah, 

And then come on down and we ' ll tell you What .••. • 

All right: Well, I' ll go to work on 1t. 

O. K. 

Thank you very much. 

'!'hank you. 

Goodbye. 

• 
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~ 16, 1940 

The Secretuy 

iroa: Y.r , TOW>g 

Atteehod here~itb ~.re the t1gureo i iving e ~l" 
of 1 Cap1tal Coccl.tcento of the BriUob end French 
Covornmento in the JJrcrett lnduotry, KAy 15, 1940. 1 

Geor.-:e Eano heo adv1aed me thAt theoe t1gureo ere 
roeoonnb1y accurate and thllt, althoucb they ere oubJect 
to further cheek, they ue fN' ouper ior to eny ve hen 
hAd t o dete . 

The etteched 1nd1c~tee that $64,039,000 hao been 
expended by the Brit1oh and French in the eircrett 
induotry to ~ 15, 1940. or thie total, 58 por cant 
vet uted tor eX)>&nBion of plant eepeeity, 16 per cent 
tor poroonnel training, 5 per cent for income tax die­
tribuUon, 1 per cent for lieYelopcoent cotto incurred 
by United Stet eo GoYernment , end 20 per cent vat un­
allocated. 

Of t he total $64,009,000, Vricht AeronauUeal 
Corpor ation hea reeeind $37,799 ,000 or 59 por cent . 

'-0. 

2.; 
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... -
CONFIDL~TIAL ... "' 

~1'7 or Capital Co•;•U•nta or the Britilh &D4 
J'rench Oovem.oente i n the Uro,..rt Induetrr, 

l:a7 15, 1940 

For Airplane• 
For Airplane Engineo 
ror A.irpl11ne Aooe .... 

oriea 

Total 

Urplanu 
Airplane Engines 
Airplane Aoceaeorlea 

Total 

Airplanu 
Urp111ne Eng1neo 
Airplane Aooeeeoriea 

Total 

Airplane Enginea 
Airplane Aooeaaorlea 

total 

Urplanu 
Urplua 1nc1nu 
AlrplaM Aoouaor1u 

Total 

(In thoueanda or dollera) 

8rU1 ah 

441 
5 . 3 1 

5,199 
18,072 

2, 321 
28, 103 

500 4, 012 

~ 23, 7Zl 34,436 

875 84o 
13, 201 18, 685 

2,421 

14,ozt. 22,956 

2, 444 
7.m 

2,'t ltlt ~ 

2,~;; 

2, 720 

5.m 

8,011 
51,516 

4, 512 

64,039 For detail 
aee 

Sohedule A 

l , ru 
31, 

2,421 

371022 ror detail 
oee 

Sohadule 8 

2, 4'1-4 

7 .~~ 

91723 ror detail 
aea 

Sohedule 0 

2,384 
~ 
2, 720 For data1l ... 

Sohadula D 

1 , 481 For detail 
aae 

Sohedula I 

2,371 
10,212 

500 
13,083 for detail ... 

Sohadula r 
lr 1 1 r; ' '• Dl<rh1oa at .. .. ... l'-\loUoo, !lor 16, lgiiO, 

.......... ~~ ..... 
Regraded Uclassified



, SchedUle A 

To~al Capi~al Coamit mente or tbe Bri~iab and rr~nob 
Goverru~ente in the Airorar~ Indue~..,. 

(In thouaanda or dollar•) 

Ol ••nn L, Martin Co, 
Curtin-llright Corp. 
Conaol1d&ted Airoratt 

to~al - Airplane• 
Airplane Engines 

\/right Aeronautical Corp. 
Pratt cit lihi tney 
Allieon 

Total - Engines 
..Urplane Aoceuoriea 

Curtiaa-1/right Corp , 

':hroUGh H&rob 31 

L. Martin Co, 
Bell Aircratt Corp. 
Curtiu-llrigb~ Corp. 

Total - Airplane• 
AirplMe Eng inaa 

Wr1gb~ Aeronautical Corp. 
Alliaon 

totl\l - Encrtnea 
Aocessor1ea 

u-lfrii'Cht Corp, 
Deln<u.x Aviation Corp. 

Total - Aooessor1ee 
- April 

Corp. 

Aerronaut.ia1Ll Corp. 

L. •tar tin Oo. 
Bell ..Urorart Corn. 
Curtias-'o'rigbt coj.p. 
Consolidated Airoratt 
Lockheed Aircraft Corp. 

Totl\l - Airplane• 
Enginu 

t Aeronautical Corp , 
cit llhl. tney 

Allie on 
Total - ~inee 

Airplane Aocuaorha 
Curtiea-~right Corp. 
Bendix Aviation Corp. 

Total - Aocaaaoriea 
Total - Through Y&¥ 15, 1940 

Br1tiah hanob 

3,3~ 

m 5Jn 
4,Sl2 

~ 9 
10,~72 

7. 00 

~ ;p.072 

2,00 

' 

3. 319 

491 
940 
94o 

:::!2! ~ 
4,ij~ lO,f2 

7, 00 

~ rs.llzl! 

500 

-~ 
~ 2~~Zll 

'Zotal 

3,3~ 

5:!~~ 
1,360 16,604 

l!,l69 

r&f !dH 
500 

200 200 
500 500 

!§ m 
9,So2 

~ 
9 ,SS2 

~ 

1,496 1,496 

11 , 313 

200 J,519 
500 500 
125 1,065 

1,431 

u~ ~ = 
22,555 37.7~9 

S,l 9 

~ ~ 
3,661 3,161 

~.g~ ~ ~4!4'1,6 I ~2 
l'r'MIW7 n.p.z'-eat, Dh· lelon of &eeearc.h aa4 lta\le ilo•• "-7 u:. 19110. 
lo\D'CII AD&lo-h ... cl> l'lll'chouiD& Eoanl, 
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8ohedllle 8 
CONFIDI:.N A 

co,.1taen~• ot the 8r1Uah and Prenoh Oonl'l\ll en~o tor 
£)q>ano1on ot Plant Capao1 ty ot the .Uror&t't I nc:ua try 

(In thouoande ot dollaro) .. 
8r1t1ah Pr..noh Joint 'fotal 

&Z5 m. 
Airplane i:n~neo 

1 , 36o 6 , 1!61 \/right Aeronautical Corp. ~,501 
Pratt clo \lh1 tney • zoo z. zoo 
All1oon _ill _ill 

Total - Ent:inea u.~ W2, 14162S 
'l'otal - ~hrough March 31 14,oz6 ~ 1MZ~ 

enn L. Warti n Co. 200 200 
Bell .Urcran Corp. l4o l4o 
Curt1oo-•ricbt Corp. k1 ~ "'otal - .Urp1anea 

.Urplane :.:ng1nea 
'ir1ebt Aeronautical Corp. 4,602 4,6o2 
AllUon !,! , 4u :;!,411 

?otal - <:nt;;inee 10 1 01~ 101 01~ 
.Urplane Aooeooor1eo 

Curtiao- Wrigbt Corp, 500 500 
Bendix AY1ation Corp. 8!,!1 __ 851 

'l'otnl - Acoeaoories ~ . ~21 _1,~21 
Total - April 11,1!~ 11 1 a~ 

~ ~ 
.Urp1an• !:ng1neo 

Wri&ht Aeronautical Corp • ~ ~ 
.Urp1ane Aooeuor1e• 

Curt1oa-Vr1ght Corp. 2,0SO 2 oso 
~ 

?otal - llay 1 t o Kay 15 ~ 9.630 

L. Martin Co. 475 200 l,~~ Bell .Uroratt Corp. 14o 
Curti oo-~r1ght Corp. 125 125 
Lockheed .Uroratt Corp, .ill. __2li 

Total - .Urp1ane o m gljo lim -.Urp1ano i:ng1neo 
13, 137 lS,63S Vr1ght Aeronautioal Corp . 5,501 

Pratt 6 obltn17 7. zoo 
!,! , !ilia 

z. zoo 
Allloon 2.~ 

'l:'otal - <:ftg1neo 13, 201 14, 64~ l1,4S6 
Airplane Aoceeeor1ea 

Curt1ee-Vr1gbt Corp. 2,5SO 2,5SO 
Bendix AY1at1on Corp. S!i! 851 

Total - Aoceaeor1ea l , 4;g ~.'·l1 
total 'fhrougb Kay 15, 1940 14, oz6 22, 22" i1 ,0i2 

"-1U7 Doopor-t , 111Yh1oa ot lle-..1> 11114 1 \atloUco, llq 15, 1')110. Regraded Uclassified



CONAuE!, tlkL 

8obedula C 

Ooaal~menta or the Br1t1ab on~ French Governmenta 
t or Pareonnel Tra1n1ng 1n f.be Al>'Oratt Induatr7 

(In tbouaands or doll~&) 

--~---

Br1t1eh French Joint Total 

1-------------- - _,_ __ --'--· -·-

Corp. 

Wr1&ht Aeronautical Corp. 

Aooauor1aa 

Curt1ae-Vr1tbt Corp. 

- ~ l to ~ 15 

Co. 

Ena1nu 

Aooauor1 .. 

OurUae-Wrlgbt Oorp. 

Total - Through ~ 15, 

Corp. 

l94o 

._.,.., ~ IWcM•'•c Boar4 . 

2 , ".!!.!!. 

-
!!444 

g,'l1111 

] , 034 ] , 0311. 

-l!!2 -l!!2 
z..m. ~ 

Regraded Uclassified



CONAOENTIAL 2D 

lohe4ule D 

C~ taente of the Br1 tleh and J'renoh GoYel'IIDente 
For Inooae Tu Contr1buUone 1n the 

.&.lroratt Indudri 

(In thoueande of dollar•) 

Vr1gbt Aeronaut1cal ~orp. 1,074 1,074 

Corp. 1.310 ~.~10 

Aooeeeor1ee 

Curt1u-Vr1ght Oorp. 336 ~~6 

Total. - May 1 <;o r:n,y 15 1 ,646 11646 

Corp. 2 , 3114 21384-

Aooeeeor1ee 

Curt1ee-Vr1gbt Corp. 3~ ~l6 

Total - Through MaT 15, 194-0 2, 720 2,120 

Regraded Uclassified



CONFIDENTIAl. 20 

Schedule J: 

Oosmltmenie ot ihe Britieh and rrenoh Government• 
tor Development Ooet e I ncurred by United State• 

Government in the .Urcratt Induetry 

(In thoueande ot doll ara) 

Br1tilh rrencb Joint fotal 

Bell .Uroratt Oorp. 

Lockheed .Uroratt Corp. 

Bell .Uroratt Corp. 
Lockheed .Uroratt Corp. 

Total - 'l'hrough Mat 15 

Dliper'-'• Dld.Wa of le ·•all ul 1\eUaUca, llq 

1 , 121 

360 
1,121 

1,481. 

1,121 

Regraded Uclassified



CONFIDENTIAL 
Schedul e r 

Cll?1 tal Co.U tmen1:a or the Br1thh and French 
GoverN~enta w1 th Purpose not D'ealgnat ed 

( In thou .. nda or dollara) 

Brit1eh 

Ourt1aa-Wr1ght Corp. 
_lli 

9~ 
Conoolidated A1rorart ~ 

Tot$! - Airplanes ...!2l 1 , 800 

Wrlght Aeronaut1041 Corp. 4, 8I2 4,tl71 
Pre. t t & Wh1 tney ~ 

Total - Engines '3 . 341 4,sn 

rplane Aooeeoorlea 

Our t llls-Wrlght Corp. 500 

- Through uarch 31 ~ ~ 

Ourtiae-Wrlgbt Corp, 
Conaolldated A1rcrat t _lli §4Z 

Total - Airplanes ~ 1 ,1150 

Wr 1gbt Aeronautical Corp, 4,6l2 4, 871 
Pr a tt "'Whltney __!±.§i 

'l'otal - Enc1nes 5, 341 4,!371 

rplane Aooeeeoriea 

Ourt1oa-Wr1ght Corp. ~ 

Total - Through ~ 15, 1940 ~ ~ 
fna 1111r7 Depa.r-\, DiYhlon of ;ieaeN"eh aDII Sl.at hUc a, Mq i6, 13110. 

Source1 Anjl)o-l'reDch Purchulag lloari.. 

Total 

1 ,,~ 
~ 

9,~~ 

10, 212 

'300 

1~ 1o!!~ 

~ 

9.~3 
2 

10, 212 

~00 

1~. 1)1!~ 

!lote& ':'be•• 1\t ae rnreeo\ U.. .-ou.\1 of e«al'-al co..S.\.M.D\1 eet~t.ed to be 
1ncl\14.e4 1A c.e'i- \aiD contract arl cee . !be ,urpo••• ..,.. , therefore , DO\ 
4eel.pa\e4. t o \he c ... of eo- or \he e~lo.e I:IIIUlUlacturer• ~nt vae 
IM4e 1o41r ectl¥ t.bzo"<<l> ftirpl ADe - ..rac turera . 

.Jl 
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~ Co ,_ 
P~nh on 0al)1ta1 Oo.Ut .. nh ot the Br1thh and I FJD[NTIAJ.. 

Prenab OoYei'IIIIMinta 1n the A1roratt Induatry 
lla7 15, 1940 

( In thouaande ot doll.ara) 

Br1t1ab he nab Jolnt Tota1 

_!±2.!. 
3. 3t6 

~ 
3,~ 
!...!U! 

~ ~ ~ 
Corp, 4,:I~ 10,372 z,zoo 15,244 

8 1162 
- Englnee ~ 18, 072 23, 413 

!2QQ 222 

~ 23, 771 

100 100 
125 125 
225 225 

Corp, 4,000 4,000 
2,000 2,000 
6,000 6,000 
6,225 6, 225 

t1oa1 Corp, 1 ,000 1 ,000 

3,319 3,319 
100 100 

§;g 125 1,o65 
_!±2.!. ~ 

~ ~ ~ ~ 

Corp. 4, 872 
469 

10, 372 
7,700 

5,000 20,244 
8,169 

2,000 2,000 

Engine a ~ 18,072 7,000 30, 413 

Corp. ~ ~ 
1940 ~ 22, 111 1, 225 ~6 , !128 

~ :o.pu--\, Dhiaion ot le~ M4 IW.U oUeo, llaor 20, 19110 • .. _, ....,_...._ PID'ol>ulllc loan!. • .. , .. lacl...Uo ~\a tor 1\o•o reproo ... \lD& the ... woh of ca:pital co-.1.\cen to 

oe\t..a\ecl. to be 1Ael114M la cor\alll coa\nc\ prleoo. In \.be eaae ot aou of 

\be uciM -=lactw-ero P"J'MM'' .... -. ln41roc \1.7 thrc~ eirpluo ........... 
factaroro. '!'be e~~Pl\al pw"pOMO for vblch U!e p-h wore oNio U"o not 

-u .. ~. Regraded Uclassified
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MEMORANDtn! FOR SECRETARY MORGENTHAU: 

The aviation engine industry is definitely 
a bottleneck in any expansion ot t he airplane program. 

The capacit~ tor 1000 b.p. engines or more 
ie l i mited to three manufacturers: Pratt Whitney, 
850 engines , 1000 b.p. , a ~onth maximum; Wright 
Aeronautical, goo engines, 1000 h.p., a month maxi­
mum; Allison, 350 engines, 1000 h .p., a oonth oaxi­
mum. 

There is nov an addit ional requirement tor 
the Army and Navy ot approximately 6000 engines over 
and above those engines nov on order and r equired tor 
the aviation expansion program. 

The Wright Aeronautical Company and the Pratt­
Whi tney Company are also manufacturers ot t he only 
lioo to 6oo h.p. in current use by the Army and Navy 
tor training purposes. 

Potential producers or 1000 h.p. engines or 
more tor combat airolanes are Continental and Lycoming. 
Continental nov baa an engine ot their own design 
under development which aopeare to be extreeely at­
tractive from a military point ot viev. 

Manufacturers ot engi ne• o t lese than 200 h.p. 
auitable tor primary training comprise a total ot 
seven, i. e. Continental, Jacobs, Xinner , Lycoming, 
Monasco , Ranger and the Naval Aircraft Faotory at 
Philadelphia. These are all capable o~ aupplying 
primary training requirements . 

There nov exists an immediate requirement t or 
aoproximately 2700 engines ot the 400 - 600 b.p. ot 
the total ot 6,000 quoted above, and 1600 ot t he 200 h.p. 
class to implement the increased training program. The 
balanoe are 1000 b.p. or more. -- 1700 engines • 

• 

• 
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The Pratt Whitne~ Company and Wright Aeronautical 
Company and Allison Coiii!)Bny, manufacturers or co1:1bat 
engines, nov have on orde.r ( Aroy, Navy and foreign) suf­
ficient orders to utilize the1r full capa~1t~ . 

Means for increasing the capacity of t he engine 
industry for 1000 h.p . engines or more , needed for com­
bat airplanes , include t he follo\ling : 

(1) License engines of the 4oo h.~ . class pro­
duced by Curtiss Wright and Pratt Whitney for manu­
facture in the plants or Continental and L~eomin~. 

(2) Place J)roducti on orders for the improved 
model or Continental engine for combat airplanes. 

(3) Cont inue limited production or 4oo h.p. 
engines in Wright Aeronautical and Pratt Whi tney plants 
pendi ng the time that Conti nental and Lycoming can 
undertake full Jlroduction . 

(~) Consider refinanc i ng or management tor 
Continental Company as an i ndividual aircraft engine 
manuf acturer similar to Alli son. This v i ll insure 
OO"Jletition in the liquid- cooled field as vell aa the 
air- cooled field. 

(5) Prov\de definite authority for obt aining 
first priorlty on machi ne tool requirements for the 
Continental and Lycoming Comnaniea necessary for the 
producti on or, first , 460 h . p . engines and, second, 
1000 h . Jl . engines • 

• 
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H. !I .Jr: 

General 
Brt> tt: 

!-! . J.! , Jr: 

!!: 

f! , !.! ,Jr: 

9 : 

F. !-' .Jr: 

B: 

B: 

H.M. Jr: 

Hello. 

Yes, sir. 

Oenernl Brett • .• . •• 

Yes , s1r . 

Ma~ 16, 194o 
10: ~ 7 a. m. 

35 

.• • .• !l.or gen thau 8peaki ng. 5o!'let1me ar ound 2 : 30, 
i f it was convenient t or you, I 'd appreciate lt 
i t ~ou could come over to my office and l e t me 
see ~our schedule or deliveries on fighti ng planes 
-- oh ••..•• 

\~ell , ~:r. "orgenthau, I haven't I don• t believe 
I have tha t schedul e complete due to t he fact that 
the actual contracts have not been se t up on t hose 
f oreign orders which created delays. However, I 
wi l l bring over everythin~ that I have which ls 
as near up to date ao poaslble. 

Well , it' s -- jus t so t hPt it' s up t o date and I ' m 
calling you early so it you have t o a sk any superior 
to ge t a clearance t o come over it gives you a chance 
to do 1 t. 

All right, sir. I ' l l bring over ever y bi t or dope 
I have . Of course , in connection with t he delay 
on t he Bell and t he delav on t he Curtlea, and 
different things o f that sort , those reports haven't 
come in complete ac yet. 

Yeah. 

But I can ~1ve you a very good idea or about the 
effect and the new set- up as r egards our deliveries. 

lfould you do tha t , and as I say-- and I haven ' t 
taken it up with any or your superiors but if you 
want t o you can clear it with -- I don't know, 
whoever you have to clear it t o come •• • • • 

I w111 re"OOrt t o •:r. Johnson, sir, tha t I e.m -­
that you've called me up and asked me t o come 
over. 

' 
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H. H.Jr: 

B: 

H . I~ . Jr : 

B: 

!f.~' . Jr: 

9: 

H. M. Jr: 

!!: 

9: 

s: 
H."!.Jr: 

- 2 -

And tell hi m what it is. 

All right , sir. 

t/111 vou -- will :vou do the. t ? 

Yes , sir, and I ' ll be there at two- thirty. 

And you've gqt a pretty good idea of what Navy is 
do i ng, h~ven •t you , on plan~ e too? 

Wel l , I-- ! don ' t-- I have all their orders . I 
don 't know of any delay t ha t has been c r eated wtth 
t he ~avy as yet . 

\1ould it be easi er for vou if I asked General 
Johnson t o have you come over? 

l'/hy no, s ir, I ce.n fix i t U!' al l right from that 
etendnoint. I -- it would be a little bit easier 
for ~e if you had someone call the Assistant Seo­
retar;j'1s of'fioe. 

I ' ll call up • .••• • 

I can fix it up wi t h my own people. 

I'll call up -- I 'll have it done . 

o. lr: . 

Right. 

All r i ght, B!.r. I '11 be ther e at 2: JO. 

Thank you. 
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Uay 16, 1940 

I said to Leroy-Beaulisu, 1 You remember last 
Se ptember when you were told by the English that you 
were making a mistake t o continue buying planes while 
the Embargo Act was on?" He sP.id, •oo I remember! 
It was Lord Lothian who tried to get rne to stop, be­
cause he t hought by purchasing planes a t that time 
it would hurt the lift inG of the Embargo Act. • He 
se.id , "The trouble with the English is t hAt they Just 
don ' t realize the value of time.• 

Assistant Secreto~y of t he Na vy Compton told 
ce thAt he hP.d Just c one out and bought $3, 000,000 
ot machine ~ools thet ~ere on t heir Number One Priority 
Li st. These t ools were scheduled t o ; o to Japan. 
I Rai d , 1 How about the t ools on or de r t or Russia• and 
he did not know about those. I told hi m t hat I made 
this sugce s t1on a couple of months ago and that Edison 
turned ~e down. (I think I have a let t er from Edison 
in wr~ch he said he could not do J ust t his oart1cular 
thing. ) 

.., . ., 
V I 
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Bay 16, 1940 

11:30 a . m. 

Present: 

Col. Jacquin 
Captain Collins 
Mr. Philip Young 
Mrs. Klot:r; 

HU.Jr: The reason that I asked you to come 
down -- I ~111 be very tr~~ with you -- maybe Ur. 
Purvis has already told you, that w~en I was asked 
by Mr. Bloch- Lnine that your Government needed these 
extra engines tor t he Bloch boobers , I did something 
which I have never done before. I inquired on the 
other elde and I am assured by all the official s or 
the French Governmen t that have anything to do wi th 
Air that you do not need them and in the telegram 
they suggested t hat I see you. The suggestion was 
I t~lk t o you. They said if t he schedule or Pratt 
Whitney went along as it is now that they could teks 
care -- they would hav~ e~ough engines tor the Bloch 
boobers. 

Col. Jac~uin : Well, I sent a ca~le to the 
Air :11nistry as i ng 1t the information they had 
gi ven me before was wrong or right. They did not 
reply it was right. They replied Just exactly what 
you j ust say, thAt it schedules ot Pratt Whitney are 
on time, there will be no trouble . tor t he equipment 
of the Bloch bomber. 

HM.Jr: You did not ask me. The only thing, 
as I told ur. Purvis and he said he dld not ask me 
either, that we do turn ourselves inside out for you 
and this 1s a message you can take back to Mr. Bloch­
Laine: say that when we are asked to do sor.teth1ng 
and an emergency should ex~st -- and evidently in 
t his case it does not , because as I understand Pratt 
Whitney are a little late, but 1n • •••• 

... 
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~lonel Jarn: They are late one month 
and a t. In1me it ie not Yery muoh; in 
number of engines it ie very muoh. It ie about 
250 by a month. That means they are late 375 
engines. 

Hloi,Jr: Any chance or their catching upT 

Colonel Jacquin: They will a little , but 
not very muob. 

Hloi,Jr: But Wright 1e on timeT 

Colonel Jacquin: Wright ie on time. 

Hloi,Jr: AllieonT 

Colonel Jacquin: Allison ie a little late. 

Hlol Jr: I Just heard that the day after I 
visited Atiison they fired the Superintendent, Have 
you heard t hat? 

Captain Collins: No, slr. 

Hll,Jr: 'llhat1 a the fellow' a name? ~eer? 
He wae out the day after I lett. He's out. 

Captain Colllne: He's a reeearc!l :mn primar11~. 

Hloi,Jr: They had a oOJII)lete change-over within 
a day or eo after I lett . I don 't know whether my 
going there had anythlng to do with it, but I cer­
tainly left nothing to the illl&g1Mtion as to what I 
thought or the place. Did you know thatT 

Colonel Jacquin: No, I did not. 

Captain Collins: I did not either. 

IlK Jr: A man who •• Ju•t here, who followed 
me by a ~y, •aid the next day they let rrueer go. 
Soaething had to happen out there. 

Well, 1nae111.1ch •• the cable •uggeeted I eee 
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you, I have seen you and I want to tellOaptain Collins to see your ettorte to get these extra 
engines. You had no suoo••• 4n7way. 

Captain Collins: Nothing to date , air. 

MY Jr: Well, Just withdraw the request. 
I don't t~nk you could g et it anyway, but tell 
them the French Government aay they don't need them. 

Colonel Jaoau1n: They need the engine• 
according to acheduie. 

I want to give you this memorandum • 
• 

llll,Jr: (Read1ng)The P'renoh Government has 
given me new instructions on the question or Pratt 
and Whitney enginee tor the Bloch 175. 

1The French Government says that it deliv­
eries or engines are carried out according to the 
schedules attached to the contract there will not 
be any trouble in the equipment or the Bloch 175. 

1Ae a result, i t would be sufficient it 
agreeable to the Army t hat Pratt and Whitney be in­
structed to divert trom t he engines from the American 
Army' s orders so that there would be no1 delay in de­
liveries tor the French Government. This diversion 
should be limited ~o a number of :500 engines. • 

llll~r: No uae asking this. 
don 1 t thi so. 

At least I 

I t hink, Colonel , that the beat you can do 
is do all :you can to make Pratt Whitney hurry up 
with your own order, because , as I understand it, 
our own Army hal only 1~ in reserve. 

Caotain Collins: That's about right. 

I!I( , Jr: They ought not to go below that. 

Anything else? 

. • 45 
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Colonel Jaogu1n: Well, I have noth1.ng else, 
except you diave seen from the newspapers the number 
ot planes wh1oh are shot down, out ot serv1oe, every 
day. We lose 35 planes every day. 

HY,Jr: You are lon1ng 35 per dayT I am sur­
pr1eed the number 1s so small oons1der1ng the a1~e 
ot the battle. 

Colonel JaQgu1n: Well, you see
1 the battle 

go1ng to go on nnd 1n 15 or 20 days 1t e a lot . 

HY 1Jr: You are loeine; about 35 a dayT 

Colonel JaQgu1n: 35 a daY· 
Rll 1Jr: What are the Engl1 eh loeingT 

Colonel Jaogu1n: I think that 1 8 tor both ot 
us. 

Hll , Jr: And what's your combined production? 

Colonel Jacau1n: Our combined production i8 
tor us 12 a Clay an tor the English 33 a day. 

Hll,Jr: 45 a day. 

Colonel Ja~n: And suppo8e there 18 some 
accident at the p t. 

!lll,Jr: Bad. 

1s 

Colonel JaQgu1n: Very bad. And, you eee, 
t here were some days when the war was on a slow 
p1oture , but now that the war ie go1ng very qui ckly 
it would be very interesting to have a stock ot planes. 

Hll 1Jr: Have the last lot ot Martin bombers -­
have they gone 1nto the t1ght yet? 

Colonel Jacquin: Oh, I am sure. 

IDI ,Jr: Have you heardT 

• 

I 

.,!6 

( 
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Colonel Jacquin: No, I have not heard. 

HM.Jr: But you don't know as to their per­
formance . 

Colonel Jacquin: No, I do not know. 

HM,Jr: A1l right, Colonel. Thank you, Sorry 
to bring you down, but I Just wanted to olear 1t. 
Always glad to see you. 

oOo-oOo 

• 

41 
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. . 
Note for the Honourable Mr. Worganthau 

The French Goverruoent has given me naw 

instructions on the question of Pratt and V~itney engines 

for the Bloch 175. 

The French Government says that i f 

deliveries of engines are carried out according to the 

schedules a t tached to the contract there will not be 

any trouble in the equipment of the Bloch 175 . 

As a result, it would be sufficient i .f 

a greeable to the Army tha t Prat t and Whitney be instructed 

to divert from the engines from the American Army's orders 

so that there would be no delay in deliveries for the 

French Government . This diversion should be limited to 

a number of JOO engines . 

JLJ:;,( ,J-6~ !' ~,,, 

J1,,f'l-0 

' 
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TREASURY DEPARTMENT 
PAOCUREMEHT DIVISION 

WASHINGTON 

lllir 16, 191,0. 

Mr. !. !. Wllion, President ot Pratt It 11h1tney Corporation, 
tslepboned- thla attemooo and stat.d that tbq bad r.cbld 
an a~t with the ~ Purcbuing Board. CO'f'8rlJig 
an axt.nsion to their pl&nt at a -t ot approx!.atel;r 
$8,0001000. 'lh18 exterlsion will increue their output bT 
250,000 H. P. per 110nth. He further Wormed ae that in addi­
tion to the $8,000,000 capital extension, there 110uld be a 
charge ot $l,?so,ooo, uortiHd. owr output, cowring expedit­
ing charge a to vendors and d8'felo!B8nt expense all.oca ted bT 
the l.rtq. 

11r. Wllion also stated that he belie.....S the reaervatiooa they 
had on aoachine tools would be suttioient to equip the $8,000,000 
axtension when ccapl.eted. 

• -;s 
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• so 
.. • ~ 16, 19~ ... 

2:30 P• m. 

Present: 

General Brett 
Major ~on 
Mr. Young 
loire. Ilot& 

Hloi,Jr: I wanted to be a little forehanded. SeeT 
I have been trying to be that and, therefore, if 7ou 
gentlemen could give 118 the dope, because I have an illlt-
Ung. I th1nk what the President baa in hie 111nd --
maybe he has aaked for it -- that he IIIII¥ want to go first 
on the planes. Jacquin ,.,. in th1a aorn1ng and be told me that the combined English and P'l'enoh louse were :55 a 
day and procl:uct1on il 45. Do81 that cheolt with what you 
have? 

MaJor Brett 1 I don't know, Sir. 

Hloi,Jr: I aa Just giving it to 7ou, on the lou•• and production. I -• Just curious to oheolt with JOU follta. 

right. 
all on 

Ge~eral Brett: Tbat production figure i1 about 
don1 t know whether we have an1 information at 

the aotual lo••••· 

Hloi,Jr: But the production figure •••• 

General Brett: •••• il about right. 

Hftt;,., Be l&id loa••• were rumnng about :55 a d&J and I ea t wa1 low. 

~-

The other thing, I checked lU) abroad on th1e quut1on 
of then Bloch boaber1 and I got word baolt, d1.reotl1 froa 
the rrenoh Air lol1n11tey, that the7 do not need tho .. enginu • • 

Genera1 Brett: The7 do not. 

·, 
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againstay~!~~n~0 t~~:ta~~=~ki~k ~~~=tn~~= ~~ow 
Blooh-Laine, I Ju.et wanted to tell :you. Ja!lquin eaid 
it Pratt-Whitney will come through praotically on echedule 
t hey will be all right. 

General Brett: They will be all right. 

HM,Jr: It was a little unusual the way the thing 
came so I had a way ot reaching t he French Air Uin1stry 
direct and it oame back they did not need them. That gete 
down to your ls.' reserve. I mean, you have a 1~ reaerve 
on engines. 

General Brett : 
1en 1 t just or engine •· 
on aircraft. 

HW.Jr: <h! 

No, no, llr. Secretary! 1~ reserve 
Not at all. That 1~ reeerve was 

General Brett: Now, we are euppoeed to run about 
50 - 75~ern on engines, but unfortunately we did not 
have enough to bu.:y this last year. Did not have the money 
to buy them, 

lllol ,Jr: Let me tell you so11111 gose1p. Ed Noble 
brought in a fellow this 1110rning by the name ot Weyaoutb. 
He's in the bueineu - - stoolt broker -- rte1 ti.ng all these 
plants. Aa long as llr. Moble asked 1118 to eee him, I could 
not refuse. He visited Allison the day after I wae there 
and, maybe it ie just a chance, but the day attar you and 
I lett they tired X 

General Brett: That's sor.iething we have been look­
ing tor. 

Hli.Jr: He' e tired. Did you know that? Could 
you, through your representative on the ground; find out 
whether the etory ie truet And then find out who 1e 
tberet He saJ.d he was there the next day and they tired 
hia on the spot and the:y put in new 1181\agement. 

General Brett: We were hoping they would take 
on Carl tara. 
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HK,Jr: So wae I. But I would like to know tbe 
~ .... 

General. Brett: E'Yllrul , I tlUnlt , _,. talte oftr hla-
eelf. 

HK Jr: I think that ' e what he eaid, 
Evana 11 going to talte onr. 

llow, han :you got ao .. thlng ~or .. , 

I th1nlt 

General Brett! You aalted 11e about delinry. I 
han a oh&rt Which I got up thh morning which 1e about 
the beet dope that we oan get on th1e. 

(At thie point , General. Brett went behind lii, Jr ' a 
dealt and pointed out the itema on the chart.) 

General. Brett: 'l'hle 1e the contr act. 
new del h ·ery. 

'l'hle 1e tbe 

llaJor~on: '!'hey gave them a go ahead in the Allhon 
plant on procing 40 engines only. t'he t1ret engine 1e now on teet at Wright Field and hae eoarpleted about 40 or 60 
boure ot the model teet. 

HM,Jr: !he tirat oneT 

ftJor~ons On ite iiiJ)rond engine. All1eon oould , r,~ baok on giving the releaee on a large 
nllllber o~ production ~or ~ear they w11l have to -.ke aoaa ohangee wben thla teet 1e completed. ~hat 1 e what ie hold­
ing All1eon baolt. 

~ntral Brett: He ' • painting the p1ot\IJ'e in the 
blaoltea poaaibie tol'lll. '!'hey art producing all their 
parte and they are getting ready to reaaeemble aa eoon 
aa that teet ia aadt . 

I:DI,Jr: '!'he atat-nt I lll&de ot one AlUeon engine 1n the a1r and .... 

MaJor Lfon: •••• two under teat . 
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Ge~eral Brett: We have eix ot thoae planea. 
There •u• bi eli enginee in the•• 'l'hoee pl.anee were 
del1 vered the laat part of laet 11onth. 

HK~J:r: 'l'od&7 11 the l&th. 'I'M reat ot the 
month1 'li'Oi"'"""-.n7 plane. will be delivered! I oan1t ehow 
th1a ~o the Preeident. It'• woree than th1a. 

cl 

GenereJ, Brett: I u not lll&ki~ aft7 bonu about it. 

IOifJr: I have a111a11 ehot e~ht with 7011 tellowe, 
b&Yen' t I I want eo•th1ng. Re l&id he would eee ae 
at :5 o 1 oloolt , but he did not ei t down to lunoh untU 2::50. 
I u not going to look at an7 oharte and I aa go1Jig to aa1t 
you a quution and I &II go1~ to put 7011r na• at the top. 
I would rather haTe you err on the ooneerTatin 111de. 

Now, eurtiea P-40. JUghtt 

General Brett: Yea. 

HJI,Jr: How 11&!1)' db :rou reall7 think 70u will ge t 
in Ka7t 

General Brett: How •ny will we aotuall7 get in 

IQI,Jr: And don' t lt1d u. 

General Brett: You uan how 11an7 are 70u expeot1ng 
in Ka7, 

HJI , Jr: Yea. 

General Brett: 25. 

li!C .Jr: Junet 

General Brett: We elQ)eot around -- we will get 
our 40 in J'Uiii. 

li!C ,Jr: Jul7t 

!J!!l!rel, Brett: We are eoheduled tor 46 and we ehould 
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make QP our prertoQs loesee whioh WOQld uount to about 
15 and, therefore, in July we should be pulling around 
60 engine e. '!'he airplanes are waiting for the engine e. 
Maybe I am optiaietio. 

th1ng. 

Kloi . Jr: That ' e 125. 

What else have you got thereT 

General Brett: Do :rou want a later date on thatT 

l:lloi,Jr: No, I will Juet give h1a Kay, June and July. 

General Brett: You want pureQit airplanes? Hot a 

Kloi,Jr: Nothing. 1lha t have :rou got in the bomber? 

General Brett : Kay, JQne and JulyT Nothing of 
Bell, of thi LOckheed twin engine 38, not a thing, Sir. 

IOoi,Jr: Is that depending on AllieonT 

General Brett: That's depending upon Alliaon too. 

Kloi,Jr: Nothing, 

General Brett: Nothing on Lookbeed. Koth1ng on 
Bell, Row - walt Just a 111nute. On Bell, there 1e 
nothing of the amall. pureQ1u on Bell. What other t;ypu 
ot airplanea do you want? 

IOI,Jr: I am th1nk1ng in terms of the French boaber. 
That type of thing, 

General Brett: Just a moment, 8ir, DoQglae, nothing 
1n Kay, June, JUi:y , Poaeibil1 t:r of onl:r 4 DOQglae A-201 •· 

IOol ,Jr: Pardon. 

General Rrett: Poseibility of only 4 airplanes. 
Not a drop in t e buoket. Now Lockheed 38a:e, there h 
only a poeeibility -- there 111ght be a poee1bility of 
about 18 of those in Kay, June, July • 
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HK,Jr: What month would they oome in? 

General Brett: They would oome in July. 

HK.Jr: Well, that ian' t wort h talking about . , 

General Brett: That ie all, Sir. 

~Jor LYon: That ie only the combat t;ypee. 

HK,Jr: L1ght bombers. 

General Brett: That' e ever;yth1~ we have available. 

HK,Jr: They have taken pro.otioell)' all the GrauaaneT 

General Brett: Ther have taken the Grauaane for lla)', 
June, July. 

Hli ,Jr: Are rou on Na'V)' stuff now? 

General Brett: No. This ie all straight Arm;y eturr. 

HM,Jr: Graumana -- I understand they have given them 
80 or 90 of the GraUDIBJla. 

General Brett: I gave you a figure of 125 P- 401 •· 

HK 1Jr: That' e r1gbt. 

'ss 

General Brett: And, ae I ea;y, Mr. Secretary, that 
ie Juet a wee bit. We have got these B-23' • in here wb1oh - ­
or oouree we have not put leak-proof tanka in it and we have 
not put armor on 1t. 

HK,Jr: They won't tl!ilte it. Are you aat1ef1ed ldth 
that leilt- proor tank we eaw up there? 

General Brett: 
Stood up under plenty. 

We ran e ome beautiful teats on that. 
They told the industry to go ahead. 

HK,Jr: That was llonday. 

General Brett: Yea. And Kr. Ziegler, of tha rrenoh 
1Uu1on, •• out there and ea1d 1t1 e the beat tb1ng he hae 
ever aeen. Got it all over hie aturr. 

I 
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UK.Jrs Ien1 t he a e..rt little tellowf 

General Brett: 
PeOPle a lot of dope. 
and talk with them on 

Yea. He 1 • good. He gan our 
He asked pe~teion to go oqt 

the eubJeot ot armor, turrets and 
tire control. 

!DI,Jr: He'• been btre two aontlul. 

General Brett: It took him two month• to find 
oqt where to go. 

IDI 1Jr: But 7ou oan get eometh1ng out ot h1Jit 

General Brett; lfe are getting a lot out ot him. 
The7 are tr7lng to work up a eoheme now to leak- proof 
the Looltheed. 

lDI Jr: The Curtin P- 401 e, 125. 
Wartin gob 

lfhat ' • Glenn 

Gener&], Brett: Glenn llart1nf On the B-26 he dou 
not ttart in until the tiret ot Jul7. 

that . 

1dent, 
ehould 

!DI,Jr: Putting Al.l1eon in there tool 

General Brett: No, eir. All1eon doee not go 1n 

~Jr: Mind 7ou, what I ·am going to tell the Pru­
t t tor 11&7, June, Jul7, the onl7 thing, 1.t he 
order it and 1e aftilable, 11 125 plan ... 

General Brett: Yoq eee, Jlr, Seoretar7, this whole 
progra11, ae 70U not1oe 1n our chart here, wae baaed t~pon 
oollll)let1on in June, 1941, and ae a retult there wae no 
toro1ng ot dellTBrlee. 

!DI,Jr: Do 7ou know bow ll&ft7 P-401 a the Al.llu 
will get, 1&7, June, Jul7f How man:r are the7 gettingf 

General Brett: The ll:nglleh are not getting an7 
P-•o• •· 
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101 ,Jr: .And tbe rrenoh! 

General Brett: 'l'be French han 100 under order , 
wh1ch are deliYBred: 10, in July; 14, in Auguet1 1e, 
September; 1e, October; 24, November; 20, Decelllber. 
They have another order which they are now getti~ 
35, May; eo, June; tn, JUl;yi• t58, Auguet; 60, Septe•ber; 
50, Oc t ober; ~1, November; 9, Decelllber. 

101 ,Jr: !bat atutt, they are all ocunt1~ on! 

General. Brett: 'l'bey are counting on that. 
the P-401 a, tbii Prenoh, Ullder their new echedule, 
ae we can tell, are getting .e in ~l eo, June; 
Jll.l.y• 4e, Al.lguet; ~2, Septe111ber; lv, Ootcber. 
tbat l a under their latest eohedule on the P- 401 e. 
are counting ol\ that. 

ot 
aa near 
68, 
!low, 

'!'hey 

IDI , Jr: I have asked them to gin 11e to11orr0tr •orn­
ing by oollQ)&!Uea, what they expeot troll now to September 
194i, engines and planes, and when I get it I will•photostat 
it and send it over to you and you oheok it. 

General. Brett: OUr trouble 11 we have not been 
able to Insert all our releasee into this progra~~~, but 
that would not atteot ua .uoh, aooording to this ·schedule 
hera. You aeet 

IOI ,Jr: !lice to talk about 50,000 planee! 

Let • obange the subject. It he decid .. he 
wants to fin thea so1118th1ng, h 125 CUrtiaa P-401 s - ­
there hn t anything elae. 

General, Bratt: That ' e all there 18. 

~~ Jlow, gentlemen, have you thought through - ­
everybo-ayiii the last tew daye hae juat discovered there 
1e a war and everybody co•s in with a bright idea. !low, 
the President aalted t or that tl001ooo,ooo. Han you 
people worked out any progr&JD aa 1:0 where the 110ney will 
do the 11ost good to speed up thia engine and airplane 
production! Have you got a plan! 
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General Brett: We have not worked out a de~inite 
program aimply becaueo in tallting with lCindelberger this 
!ll0rn1ng, I said, 1 Dutoh, what is t he beet way to speed 
up production? • He eaid, 1 By giving me additional ordere. • 
The emergency will accelerate everything, but or course 
what they are worried about , a nd t hey are logi cally worr ied 
about , that they don't want to start a pr oduction program 
and start suicide too soon. 

HM Jr: Now, let me t alk to you a minute. Let' a 
talk engiAea first, because t here is no use t alki ng planes 
until you have en~ines. Is tha t right? 

General Brott: That's right . 

HM,Jr: Let me toll you what I b&vo got in f11Y mind. 
You know me well enough by now you can tell 1110. From what 
I have seen, I don't reel personally that you can get an 
awful lot more out or the three present engine companies 
for t he next 12 months, ~om what you have got, from t ho 
Allied orders. 

General Brett: I would say t hat would be about 
right . I think t hey will have to Jump a little to give 
what t hey have promised. 

KU Jr: Let 1 a say, ~om July t o July, I don't think 
you are g~lng to get 11111ch more. The Allies , last week , 
gave that Curtiss order a nd t his week t hey are closing 
'>'ith Pratt Whitney, If t hat hunch or mine i a correct, 
it means goi ng to other people and the quiokest way to 
go to other people ia licensing. 

General Brett: That' s r i ght. 

llld ,Jr: Are we together so r ar? 

General Brett: We have never been able to put it 
over. 

!ni,Jr: All right. 

General Brett: In ot her words, Uajor Lyon and I 
were t alking about it th1a raorning and we t ake 450 h. :> • 
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engines and pull them out ot Pratt Whitney and Curtiee 
and ehoYe them into Lycoming and Continental, or do that 
and make Pratt Whitney and Wl'ight concentrate on produc­
tion ot that type ot engine I mean carry it through 
their present schedule untii Lycoming and Continental 
are in the picture . Now, you are going to haTe a ehort-
age it you pull production on the •~soo engines out ot 
Pratt l'hitney and Wright today. You are going to haYe 
a tremendous shortage on training planes. That's the 
engine that goee into our baeio trainer and adYanoe trainer. 

HK 1Jr: How muoh horeef 

General Bre tt: That1 s the 450- 500. It you pull 
that right away, it will take Lycoming and Continental a 
period ot 8 to 10 months to get into production and, there­
tore, we can't attord to lop that ott r ight now. 

HK,Jr: Cheok again. 

General Brett: But we do belien that i t Pratt­
Whitney and wright could eee the light and gin licensee 
to Lycoming and Continental that within a ehort period 
ot time Lycoming and Continental would be coming into the 
picture and II&Jbe we could concentrate more on the bi.gger 
engines with the two big companiee. 

HK,Jr: I d1tter with you only a little bit. I 
tell you now that it the President will back me up, I can 
do the licensing thing. I mean, it he tells me to do it 
I will do it it I haTe to get an Act through Congress. 
I know I can do it and I don't make mouth threate. Now, 
with the spirit the country is in, we can get anything. 
It we are going to do this thing -- and einoe I han been 
in the Trea8Ur)' I han been going baok to April 1939 
we have been t8lking all along in tema ot getting read)' 
tor a 2-:5-• year thing and that's the way I han run thie 
place and, therefore, it we are goi ng to do this thing and 
go to other oOIQPaniee wouldn't it be better to put the 
other compan1ee on the big work, the big engines that you 
are going to tight witht I mean, go the whol e way and 
get a lioenee t or whatenr moet adTanoed engine there ie 
that you people think you will need 1n the next two yeare. 
I 11ean, th1e 11 the way I &.II th1nk.1ng. It 1en1 t going to 

.. 
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take Lycoming and Continental much longer to learn how 
to producel500 to 1800 horsepower than it is to get 
t hem t o turn out 400 or 500. 

MAJor Lyons: There ie one problem in every air­
plane fac t ory. They must have their teats and when t hey 
get into the big powers the problem or getting into pro­
duct ion and equipment is amplified. 

General Bre tt: The thing - - that h itbh 18 t he 
question ot bei~ able t o get machines and t ools neces­
sary to pr oduce t he bigger enginea

8
ae coopa.red with 

machine tools necessary t o pr oduce smaller engine which 
has been i n production for someti me and, likewise, if we 
t ook t he small production away f rom !fright and Pratt 
Whi t ney t hey could use much or their preaent machinery 
~o assist in the production or t he big engine, 

Hli,Jr: Who could? 

General Brett: Wright and Pratt-Whitney could 
use t he machinery that they are using on the emalYen­
gine in the production or the big engine . I would hate 
to give an answer right orr t he bat. 

Hll,Jr: Well, loak, Going on the auu.mpt.ton t hat 
I can make good on getting them to give a license. Then 
you people do some heavy thinking which way we make speed 
the faeteat and I ao s i ck and tired or being told if we 
don ' t get it in six months i t 1 a no good because I don't 
think that's the ans-r. I t hink we have to think i n 
terms ot several years and m:y strength ie , if I have any, 
is I have no pet theories or my own. I am Just asking 
people who know • 

General Brett: And i f we are going to license 
these people •• • • •• 

HM .Jr: No, I don ' t eXJ)eot you to, but as I say, 
I don't know whether the President will conti nue to use 
me or not, but if he does I want to go at t his thing as 
i nt elli gently as I can and I have got t o lean on you 
fellows , and oouldn 1 t you have a talk w1 t h Captain ltraus 

dtong the eame UnseT Do you get alo~ with h1mT 
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General Brett: Oh, beautit\11171 Mr. Se-tar7, 
'11'8 ban thougbta"Dout it a lot. 'll'e tried laet NOYember 
and aeked Cooper, of L)'oom1ng, what he could do and 1117 
people at Wright Field have talked to Continental and we 
han lluat been wondering how we oou1d readJuet to get 
greater production and uee the emaller companiee and at 
that time Cooper told ma what he could do. At that t1n, 
1f I had the 110ne7, I could have etarted hia, but of couree 
now we are faced with it. KaJ or L7on euggeete u a poe­
eible thing to look into, Conti nental ie building an en­
gine for ue that ie an exoeptionall7 fine engine. It' • 
an engi ne that the englneere are veJ'7 keen about, beoauee 
1 t hal a cylinder which 11 a depart~~re from the other. 
It hal larger horae power. 'lh&t ... would do, wa would 
etart Continental in real producti on on the big eDg1na. 
'll't would foroe J>ratt-'ll'h1tne7, f oro• 'll'rlght, and take 
L)'coa1ng and build 1 t ~ u a compe.Jl)' for the amall e n­
gine bua ina ... 

H)(,Jr: 'l'here are two adYantagee t o thea• compan1ee. 
'll'illiameport atrateg1call7 1e a good place, and the other 
up in 11'iecone1nf 

Genera! Brett : No. 'l'hat 1 a up in Northern 1111ohigan. 

H)( ,Jr: That 1 a a good place. 

General Brett : 4 good place etrateg1cal.ly. 

~,Jr: Your idea would be to license L7coa1ng on 
.00 - !5 eng1nef . 

General Brett : Then force ·continental into produc­
tion at once. 

RK,Jr: That' e the eo-called flat engine • 
• 

General *rett: 'l'hat' 1 th~r flat engine and rune 
about 1!00 t o1: oo horeepower. 

H)(,Jr: And that goee in the wingf 

General Brett: It could go in the wing. It giYIII 
you a Ytr)' fine tapered noee for a eingle eng ine • 

• 

ti 
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mt ,Jr: The thought I had - - you think th1s over 
waa to send tor the head ot Chrysler and suggest to him 
that he buy Continental ~otor outright and then get 
Chrysler 1n th1s thing. 

UaJor Lyon: The ChrYsler management ie one ot 
the best i n the autocotive industry. 

HM,Jr: You oee? 
tell him1 the Government 
tinental Motors•. 

And I could send f or hi m and 
wants you to go out and buy Con-

1t. 
General Brat!: 

P.U.Jr: See? 
do" and put Chrysler 
a big outt1t i n this 

General Brett: 
gines dof 

That •ould be the beat way to do 

"This is what we are prepared to 
back or t his thing ao you would have 
business. 

What would an order tor 1500 en-

Ma~or Lyon: I th1nk you should take Continenta l 
with the 85 until they con get i nto product ion on t he 
big engi ne and use that as a step up, because we have a 
bottleneok on baste training and advanced training en­
gines. 

General Brett: We have them all listed: Contin­
ental , Lycomln&, Jacoba, Kinner, Uonnaco and Ranger. 
The last three are two-engine . L!aJor Lyon suggests that 
Lycoming go into the 500 horsepower engine and use t ha t 
as a stepping stone and all the time they are producing 
that engine they be building up f or the purpose ot get­
t ing into th1s big e ngine. 

HM,Jr: Whic h would you have them atart on? 

L!aJor 4'on: £1 t her Wright or Pratt-Whitney. 

IDI ,Jr: But in the 4Q0-500 elaaa. 

General Brett: Yea, sir. 

Mater LYon: The reaaon we aay that h we have 
three eng nee which a re det1nitely standard and proven 
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trom the point ot Yiew ot a training engine and, on 
the other hand, we want to continue t o get new blood 
and competition into our military engine tield. 

Hll,Jr: .Agreed again. 

Kafor ~on: We are looking 
bueineaan t~ baaio training and 
tield, whioh ia a atep UP• 

torward ·to a lot ot 
primary training 

(At this point, the Secretary placed a oall t or 
either Mr. Edison or Mr. Johnaon.) 

IDI ,Jr: You tellowa ltnowawhat you need in the 
trainers and l ooil:i ng t orwerd to more adYanced engine 
you think Continental hae something that 1a goodt 

General Bretti We think Continental haa the beat 
engine on the market today. 

well. 
pretty 
.. u . 

What about Lycoming! 

~~:!J~~;, __ ;'l'hat angina haa not panned out eo 
deYelopment that may develop 

NayY daYelopmant may turn out very 

HK.Jr: Ia that the 24 cyl1ngerat 

MaJor LYon: I think it 11. 

IDI,Jr: Ia it they or Continental t hat you tellowa 
&aJ haa auch a wondertul oylindart 

Genera1 Brett: Continental. 

IDI,Jr: You aee, with th11 t loo,ooo, ooo that the 
President hAa tor purohaees and tlOO, OOO,OOO tor commit­
menta we can do this kind cr t hing. 

O.naral Brett: Yea, t hat's the purpose ot it , I 
belieYe , 

IDI Jr: 'l'bat 1 s whY I raoo-nd8d 1t -- the 
tloo,ooo,~ -- and it happened to be m1 idea, tor once • 
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Now, don't you like the 1dea of getting Chr1eler 
1nto 1tt Aren't they good eng1neer1t 

General Brett: All1eon stepped right our when 
General Motors took oyer. '11th plant fao1litiee and 
ability to go ahead, 1f Chrysler got behind Continental 
what held Continental up, we haTe not had enough money to 
get behind them. 

!faJor I.yon: And in management, Cbryeler 1e tope. 

General Brett: But 1f Chryeler would get behind 
Continenti! and we cou1d l1cenae Continental to go into 
the 450 - 500 aa a etep up, to get their ahope going, 
and then go into the b1g engine aa aoon a• they were able 
to get into the big engine, and maintain Pratt-Whitney 
and 'fright Just aa they are until Lycoming got into the 
smaller engine • ••• •• 

HK.Jr: But you would g1Ye Lycoming and Continental 
a lioan•e on both engine•t 

General Brett : Yea. 

HK.Jr: And then give Continental the money, or 
order, to go ahead wi th the b1g engine. 

General Brett: Yea, a1r. 

llaJor 1Jon: On a lla1 ted production aoale. 

!Uf,Jr: You want to g1Ya thea a big enough order 
eo t hey t1gure they go ahead. 

General Brett: we would haft to eet a t1lle eleaent 
in there and size of the order 1n order that he would It now 
how to build h1e shop. 

IOI,Jr: 'l'bat ' s right. 'rhen, Juat say for a minute, 
that thle le the kind of program - - ia Arnold in townt 

General Brett: Yee, e1r. 

101 Jr: 'lhile I am waJ. t1ng f or the NaTY -- do you 
hen any&;ay in your ahop who would know what kind of toola 

C4 
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would be neceaaary and what companr would make it ao 
we could start with the tool people 1t we had to say , 
'Now, look. You have to do eo- and-eo and ao-and- so.• 

General Brett: Kr. Secretary, if Chrysler took 
over Continent81 •• • • ••• 

(At this point, the Secretary phoned Captain ~raua 
to come to the meeting. ) 

General Brett: If Chrysler took over Continental, 
we could sit down and write you a liet of t he tool people 
that he had to get his tools from a.nd t hen pressure could 
be brought to bear on them to see that Chrysler got what 
they had to have. My people are very conversant with 
that. we are buying all types of tools or cur own. But 
11' Chrysler were planning to take over Cont i nental , they 
could, in no time , give a complete liat or the tool people 
they had to work with. 

HK Jr: What I would 11lte to do 1s have the whole 
thing reaA; eo when the President signed the bi ll, t he 
contract would already be signed and they would be r e­
leased before hie i nk got dry. 

General Brett: I don't want to backslide or any­
t hing, but we hive discussed thie thi~ - - tor instance , 
we have had a long talk with ltindelberger this morning. 
We have been dlecueeing thie tor 4 or 5 months, but in 
thia thing you have to have something t o shoot for. In 
other words , you have got to know approxi mately the quan­
tities and the t1JIIe liaite i n what you are going after, 
and it' a extremely difficult to talk to any of the ~~&nu­
racturera on generalities aa reg~ increased production. 
It you could say to Chrysler , ' The Government 1a going to 
place an OZ'der tor eo many or Continental' a big engine a; 
i n addition to that the Government ia going t o l i cense 
Continental to build the 1340 training engine and our re­
quirements on that tra1.n1ng engine are 10 many; now 
Chrysler you tell ua exactly or approx1matelr what it 
will coat per engi ne i n t he quantiti ea we have specified 
and give ua rour earl i eat poaaible del1verr aate ' -- now 
you place the manufacturer 1n a poaition where he can 
give rou an intelli gent answer. 
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Rll.J'rl Wb7 oan1 t we do that, it we haYe the 
110ne:v no;T 

1 •• oan up to tbe 11a1t of tbe 

1186, are talking out and be:ycmd the 
le&,ooo,ooo. You are talking about ao .. thi~ we 

h&Ye neTel' :vet had a 41fin1te p:rogru to aoooapl11h. 

c/!: Jr• fllat 1 
• all 1'1ght. 

t 200,0 ~: 
The Preaident baa 

General Brett: It :vou want thet t 2oo,ooo,ooo 
to go into thi engine induetr:y • •• • 

IDI,Jr: •ot all of 1t, but a good piece. 

~ne~etl: 117 people haYI airplane• right 
on the oard:yhat the:y ltnow tne:v want to put tbe 
Continental e~ine in and we ltnow bow .an:v tra1n1~ 
plaDea and we oould g1YI a gueu be:yolld that. It would 
be a rather poor gue11. 

IDI.Jr1 You ltnow it :you had tile Continental t7Pe 
ot 110tor ooaing ott tile line in eo a117 IIODtha, :you would 
tileD order a certain t:ype ot plane to go witll it. 

"tt'Jr ~PI We haft alread:y ordlred tile plane and we ne10d e ne. 

~~ Well, I oertainl:v wo~d. 
it talte "jiji"l"o turn 1t -u 

Row lo~ would 

hl!!£!1 Br!!t 1 About an hour and a half. 

ca · 
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HK Jr: I am going to aee tbe President at a 
qUArter o~ 5. I have enough room, all the stenographic 
help you need. ~raue will be here in a couple of m1nutee. 
I want him to t11t in on it. I want it by a quarter of 
five and I want Xraue to sit in with it. 

~or Lyon: One queation not anawered on machine 
tool . ohlne tool people have very definitely planned 
for that. '1'he manufacturer should eit in on whatT 

C7 

R' I.Jr: You would want a machine tool colllllltteeT 

General Brett: I think the Secretary's idea was 
if Chrysler took over, if he needed any aeahtance as to 
tools and machinery required, then preuure would be brought 
to bear on thoee plants to see that Chryaler got machines 
and tools on a certain priority bade. 

HK.Jr: What's your idea on planeeT 

General Brett : What I wanted to do wae get my pro­
curement people over there and begin to make --in fact, 
we have it here , but go ahead and make more or leas of an 
estimate ae to what we could do in the aircraft in~etry 
t oday to round out, as we call it, their production capacity. 
Now the chart here that I have i nd1oatee that their produc­
tion, f or certain people -- well , in talking to all tbeee 
different people, there is evidently a lag in there, a aort 
of alack, that could be taken up. In other word.e, there 
ie your chart of pro~ction. That Ju.pe in there, for April, 
foreign, Army and Nav:v, and th1a 1a the big commercial, and 
euoh aa that. 

HK.Jr: If I had thll engine th1~ in an hour -- I 
want to aee )'ou again at 4::50 and )'OU could han something 
for me on that and that would be wonderful. Then I will 
find out what the Preeident wants, bow liiUOh more he wante 
me to do, and depending upon how nruoh lDOre he wants me to 
do I will let )'OU know, but I would like to have for hill 
the engine thing and if you knew you were going to han eo 
many then you would know what to tell the plane people . I 
want hill to put hie mind on engines first and tell me he 
wanta me to continue and then I want to Jump in on t he en­
gine thing first. 

oOo-oOo 
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Present: 

General Brett 
lolaJor Lyon 
Captain J:raue 
Wra. J:lotr; 

(General Brett gave the Secretary the attached 
oemorandWil which had been prepared by them in the Treaa­
Uf'J. ) 

that ? 
HU.Jr: The 5,000 e~inee, how do you arriYe at 

General Brett: That ie in the bill. It ie 
broken down in the memoran4um, not in detail but Juet 
into olaee ot engines. 

HI( Jr: But t hia would take oare of 5 , 000 e~inee; 
would t~are ot what the Army and NayY nee de, onr how 
long a period? 

General Brett : Not necaaaar1ly any period. 

fOI ,Jr: You Just want 5 , 000! 

'r·e~H*~~~~; 5,000 enginea 1n oontorm1t:r with 
the F a meaaage of today which increased aYiation 
eJq~ans1on , production, by 5,000 engine1. 

HII .Jr: 0. ~. This 11 1n aooordance wi th t he Bill. 

· General Brett: That is the increase 1n t he Presi­
dent 's meaaage. 

(HI(,Jr then read the memorandWI. ) 

to the eecond line 1n the 

.sa 

(When the Secretary came 
third paragraph, he notio.d the 
1n eay1ng 1 the Army and lla~ o f 
and lai d, 1 It'a 6,000 enginea. 
in t he r o011. • ) 

men had sade a a1stake 
a pproxlmatel:r 5000 engines onr• 

Right! Betler to han U 
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(When the 8eoretar)' nn1ahed rea41ng tbe lan 
aentenoa 1n tbe laat ~ih on ~ one, he M14, 
•I u go1ng to lldd on tbere equala !'100 eng1nea1 , 

OeD!r&l BreUs !hole are roWid f1gurea. 

IDltr: I aakad rou to g1n • a hw-r7 ~ job 
and JOU d C a nell .,Job, 

JDI,Jr: Ia Continental 11qu1d oooladf 

CJeneral Brett: It 11 l1qu1d cooled, 

IDI,Jr: Oentle•n, 1t 1a aaotl7 what I wanted. 
You d1d a iiloe job, 

oOo-oOo 
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llay 16, 1940 

IIEIIORANDOit FOR SECRETARY ltOROFBTIUO 1 

The aviation engine industry is definitely 
a bottleneck in any expansion of the a i rplane pro­
gram. 

The capacity for 1000 h.p . engines or more 
is limited to three manufacturers: Pratt Whitney, 
850 engines , 1000 h,p., a month maximum; Wright 
Aeronautical, 800 engines, 1000 h.p. , a month maxi­
mum; Allison, 350 engines, tOOO h.p., a month maxi -
mwa. 

There is now an additional requirement for 
the Army and Navy of approximately 6000 engines o>er 
and above those engines now on order and required for 
the aviati on expansion program. 

The Wright Aeronautical Company and the Pratt­
~bitney Company are also manufacturers of the on.ly 
400 to 600 h. p. in cunent use by the Army and Navy 
for training purposes . 

Potential producers of 1000 h. p. engines or 
more tor combat airplanes are Continental and Lycom.ing. 
Continental now has an engine of their om design 
under development which appears to be extremely at­
tractive from a mil itary point or view. 

Uanufacturers of eogines of less than 200 h.p. 
s:11table for priaary training comprise a total of 
seven, i . e. Continental, Jacobs, Kinner, Lycoming, 
~nasco, Ranger and the Naval Aircraft Factory at 
PhUadelphia. These are all capable of supplying 
primary training requirements. 

There now exists an immediate requirement for 
approxim.ately 2700 engines of the 400 - 600 h. p. of 
the total of 6000 quoted above, and 1600 of the 200 h . p. 
class t o implement the increased training program. The 
balance are 1000 h.p. or more. - 1700 engines. 

7Q 
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The Pratt Whitney CoiiPany and Wright Aeronautical 
Co111pan. y and Allison Company J manufacturers or co111bat 
engines, now have on order \Ar!Q', Jlavy and foreign) suf­
ficient orders to utilize their f ull capacity. 

ll.eans for increasing the capacity of the engine 
industry tor 1000 h.:p . engines .or more, needed tor coli­
bat airplanes, include the f ollowing! 

(1) License engines or the 400 h.:p . class pro­
duced by Curt i ss Wright and Pratt Whitney tor manu­
facture in the plants of Continental and Lycoming. 

(2) Place production orders t or the i!iproved 
model of Continental engine tor combat airplanes. 

(3) Continue liaJ.ted production o r 400 h . :p., 
engines in Wright Aeronautical and Pratt ~itney plants 
pending the time that Continental and Lycollling can 
undertake tull production. 

(4) Consider refinancing or managsent tor 
Continental Company as an indivi dual aircraft engine 
manufacturer stmUar to Allison . This wUl insure 
compet i t i on in the liquJ.d-cooled field as well as the 
air-cooled !J.eld, 

(5) Provide definite authority for obtaining 
f irst priorJ.ty on • . achJ.ne tool requirements tor the 
Continental and LycomJ.ng Coarpanies necessary tor the 
production of, first, 400 h.p. engines and, second, 
1000 h .p. engines. 

71 
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TREASURY DEPARTMENT 

PAOCUREMEHT DIVISION 

WASHINGTON 

~ 16, 19"' 

mllRANiml TO IIR. lie REYNOLDS 1 

J 
lbe headquarters office for El:lergency Reller 

purchasing within Region No. 14. coJliPriaing W...oouri, 
Kansaa, :Wwa, Nebraska, and Oklahoma haa been establl.shed 
at Kansaa City, l!issouri because of ita central. location, 
the avail.abillty or the principal buyina markets, and con­
sequent transportation advantages. 

An ortice will. be maintained at Des lloines, :Wwa, 
and the present State Procurement Officer will. be designated 
Deputy Regional Proc:urenent Officer tor that State. 

!..'ldicative of the volume of purchMing within the 
State of l!issouri tor the fiscal year 1939, there .,..re 
39, 282 purchase orders issued aa compared to 111 376 for the 
Stnte of :Wwa during the same period. A Treasury Accounts 
Office is m~~intained at Kansas City, l.!1ssouri1 which will. 
facilitate the expeditious handling or work a t the regional 
headquarters . 'l'nere is no Treasury Accounts Office at Des 
lloines, Iowa. 

.. 
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,. Madquart.,. otno. tor I!MI a-7 lliiUet 
pllrchuina within ~n Jlo. 1.4, ~1n« 111Houri, 
UD&U, x-, liebraella, m4 0~ hu ~ ..tab:u.bed 
·~ x-u Cit.y, II1.Nollri beoalae of it. oent.ral looat.ilm, 
t.ba .....uabU1t7 of t.ba prlllcipal bu.71Jl& ~. and ooo­
MqUeat ~ran.pol't.at.J.on ectnnt.acee• 

AD offu.. will 'be M1ftt.a1MI1 at DN 11ou-, leNa, 
and t.be ~ State ~ Ott14er w1l.l 'be ~~ 
Depllty ~iooa1 ~t ottioar tor that stata. 

l:D41oat1n of the ""~ ot purol\uina within tbe 
suu of lliaaouri tor tha tiacal 7MJ' 19)9, theN 'll'8ft 
)9,l82 p.tr'CibaM ordan iasuad u ~ to 111)76 tor the 
stat. of :to. clllr1.ni tha •- period. .l TNaaul7 .a-ta 
Office 1a IIAint&iDad at r.an.u Citr, Niaaourit 'llh1oh will 
taoUiute the upaditiou.a Mncll1na ot work a th• reciolllll 
headquartan. Than 1a 110 'l'nU\117' AOCIC>Uata Ottiae at DN 
lloin .. , x-. 

CDI1cal 
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....... 
171,._ L. 
!III'Pl 111J1 

f!Mhl 

"' 
li!Chl 

"' 

mi.Jpt 

HI 

JlllfJPI 

"' 
RHJpl 

Il l 

...... 
"' ..... 

• 

..u., 
Welle, ..... ,... 

"" ... :rou. 11,., 

t•• ftDe. 

_, 

"'"'· .. ,. ... ...,. J Jallt - ~ hltll ~- wttll ttw .. lepttoe lft .,. Net potltet tw .-.b&U. 
to PMelN a win that tile J:oeu t Dl9Ut• 
le llelJIC taft ftea Del IIOliiH u4 ~Hilt .... 
to thll Mtl aoo .. Nlt .tate of Jllle-l to 1:a111a1 
ou,.. 
ve11 •••••• 

!be ftoeallll',. Dl9llloll of ho-•••t - ,_... ,.P.A. 

Reall~ 

Yeabo 

Let - loolt tnto lt rlfbt _,.. 

m n•t· t to14 .r .... .roeee at._ -u• ttw 
._,. 'llelon ,. ....... ,. t woolan•t•t.t Jtl• ~. tl!lat 
•-...ttl' _,. ,..,. J'OQ &114 -· ,.,. ,.u,., ,... .... ..., ..... _,. ,... •. 
veu. .•... 
(~e) 

1 .... t -- a ""'• a'boat n bat .. •u etop n. 

All- ;... lfbat tbe"'" tot~~« t. ..-blntn« n .. 
..... , bat t tlllftk the,. -u ,. .. •• .. u -
MM t ~ ..... We llaw ftn etate• -114 •• 

'lltef'PI tsHIIC U .... to lfle.....S,t 

'hilt . teMIII lt .... to r.a ... ou,. • 
..u, t•u ,.. ••n•l. 
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Bl 

HlfJrl 

HI 

ID!Jr1 

"HJrt 

"' 
HI 

HllJr t 

Jll 

lfl'Jr r 

Il l 

HI 

- 2 -

Down t here among t he enaa1aa &nd I don• t want to 
haq !.t, 

Well , and '!there 1a 11; no"' 

It0 e ln Dee l!o1nee, 

Ia t hat ~sre you want 1t' 

Tee, t ru. t' e >hi ere I w&nt 1 t, 

lfh!l t? 

Yea, It' s been do1n,. p;ood won t here and n would 
'lsl<e nsoeesary - - all our eupt>llers would haft t o 
~" t o ~~neae Clty wit~ thel~ o~tloea , and 1t•a 
a h~eh1T> on " lot of our tr1enda ou t t here, 

nnlsse t here ' s eone t h1ng the t I don ' t know sbout, • • ,. 

I know-- I know you wouldn't but J thou~ht t hsre 
vas no uee goln,. t o Reynolda , I bett or talk t o 
;rou, 

\·fe l l now ..... .. 

I th1nlt t here r:l&,. be aone juat1t1oat1on ror l t, 

I wonder -- I wonder -- vou eee Reynold• 1an•t 
vi~h oe. Re '• o .. r • •••.• 

Ohr he 1an•u 

no, ~eynolda t a o't'8r w1th C~T. 

\te ll, thia h unde~ - U un der the ?reae~:r. the 
P~oure,ent Dtnalon or t h e Vo~a Pro61"8 ... 

llo . lfo , t he" '" taken th!lt a_,. r~.. •. That•• 
o't'8r w1 t h Carmod:r. 

It 1., 

Yeah, all or th!lt eturr - pttblio bu1ld1nga - 11 
t~e - Re ynold•' 

llo, thla 1a W,P,A, -- th11t pa.,.a the blUe tor V,P.A, 
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..,., 
11t 

JIUpl 

111 

JIW3pt 

111 

Jn(Jpf 

Bt 

JIUpl 

Rt 

- . . ,. 
... tllatl I wt til •• 

ftlt.t•• wttb -· 

!biJ paJ' the ld.UI f'OI' W.P.A. 

1•11 loo'll: tnto u. 'lhlllll tbeNU eo•tllla« tbat 
I toa•t ~a~ow, w•n 11:eep u 1ft ... wot ... 

fbaJdt ,.,a. Jlllt - let .. laiDw 1111at ,.. - .. , 
wUt ,..,.. 

ttll ~llllWlJ let J'IOII IIIIDw• 
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J.!ay 16 • 1940 

HY,Jr called Pa Watson today and told him the 
R.F.C. b1ll was going very badly because Jones was doing 
v~r1oue things. Pa Watson called Steagall again today. 

.,.· i l 
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t .... ww..amwellu.'b s 
I I ' 1'• I 8 '' m ,_ ¥11 ..... ~ ... , elltlla?'J' ... ,._,. ___ 
...... "-e. 

t - Sa hU -"' -~ .... .,...n ... 
,.,. ... , ,.. IIU1 .. al.tluw ... "· 

• 1 rall, 

c~ A '~ ) 

... ~,__ 
'''ef ....... . 
p~ ....... ,, 
..... , 0 ••• G. 
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-.u, 1 .. 

hnll• ~-" sa ••a ta ,_.. letter at llq 1, 
l NO, "t•aotlac taa rt .... et tM ~ I ........... oa I ••• , 

A IUJ. "'e ~ .. t ba --- "' tlla Ina ... ...-.. "-" 
C..,.ntt• of -• of ~ ---~ ._.., .. _.. '" 
_ot_.• "-" a. ..... u .. Aot, .. ..-.. , -' f• -· 
JI&J'pOe•··· 
. laotloa 1 (1) ot tba 11111 -a .. »rta. •• ..._. 
otnotloa na.ao OorporoUoa , ,.,.. .,,_.. ot •• ~ Loaa 
MltJ.alotntor, to .-.MM ot par GaT f/1 tile ..... fll na ..._.. 

- ""- a..ta ._. "' tile 1111a1t .. lbt ... •• -.1• ~-­
tbo loa'otu7 ot no '-'"'"17 to ••U aa -• to tile ._ 
ot-1oa n-.. o..po..u ... 1M hathlll' et tb ,...._, 
IIOUo t.ut,761 0000 ot tlla oqlhl -· ot tu :r .. ~ ._ l.Na 

lulca ad al....,..ll mots,. law i>l'lrtt .. ttr •• ntll'- f/1 

tlla -· MU "' tr. ... "'"'17 et tliO ,..._.,., tllara 1o M 

prartaloa oatMrt'"'-1 •• tnaat• • oala fll •* ••• a. 
~ ....... ••• .., *Jaltloe to a..tsoe 1 (1) et taa lllll • 

...... ..Sotlac a. ................ n-.. .. .._ .. 
Uoa ..,, .,.. tM "'l•aot of •• laaakl7 f/1 tiM,...._,, .... 
lrltll taa aJPII'Oftl. et •• .Prwl&oat, 8UNI'illa ,_,. pot...,... -• 

1a llaalla ar u-aa eo.,.ataa, ol' -• .._., ,_,... lir -~~ 
ot-. a..tloa 1 (I) et aa bill -u paalt •* ,___ at 

,.., .... -· ............. lla -··- na ................. 
at ••• ..... t"1'7 ot tlla ,....._,. • tlla :r.._.. Loa ...,.1al•nt•. 
IU na•a n.. ate ...... utu lawS. .... ,._.. IU ..S._ 
lac Jl'lrtatoaa et U. la tala .._ ... - _ .... 1a l tU .. ,.... 
ot tlla .._ • .,. lNak1ac lepalaUoo. 1M •.U.17 aotabltaa.• 
•• ,.,., •s- .-.. ,.rttsac ~~oa~~a .. , ............... MAJ. o.ptta1 

..... lou ..... MUot-rtlJ'• 'rh !rt Will' U - ot M -
,.lllac r-a .,. •• ..._,.. ..a 11a ._. .. at wa U• _. 

•• • ....... tlla ,...,.. ....... 
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............. I -uQ'=.a-lwa I" ':"'J ... ._ sse seal fll ._ I eo , fll .,. • h _. ..._ 

..a.-~---r~..u- .. ... ..-..,...a. • -r _. fll.,. p:fllwa ........ ..-w ..... . 
- •• ltwW f/1- _.._, ........ to ..... ----
...... 11r .. lwsw "•• '-"• '(I) fll t11e MU _.. 
.............. to,_., .... ,l ......... " ..... 
-ua to eeU IWIIa _....._ •• ._ ISS seal fll :& .... tile 
f*lal a- He'•l tsater w tile liKe..., fll tile • S• tM 
De 1 ae .. -uw "- twswaU.- ._tile-~ to will 
... wlM • Us- ta&tl.atl,.. p:ee .. • :t ~ •,., .,.,. 
f/1., papas 1 ale .. -- to .. ._- ...... caw .... ua f (e) fll tile Sa - ..... ,. " tw:wa.,_ -. eo _..,. 
sf). au.... » ._wsw"''w'w .. IU"totiiiU 
...,. ta .. - u u a. •~=eel ,._ .. .._ a tw 114Wn ... 
to.-.., wewt' ,._, it a. -~1st to a tw..-.l -.nt'w ,._ 
-. ro 'U alaR fll ._ 'ala._,..,... enee-.. ~- fll 
... .-us .,.... - mt' Us .... -- ...... to. pw'b­.w Clltitet • 

.... ...... - .. WOial-' fll ~f ..-l ..... 
etc., ..... S I teAl• "- twpaU. to •I Fl'~t_!! 
tllle1l' .... -. - teW&IWt ..... _.. •• - - "-Vlllrz: ill IIIUU. to tile~_. .-L._.. rM ,.._to I . sr 
lf)f, ...... I fll tile MU ..W ..... UIU U.tetlw te BIID .... 

a. nnw -c'aw n- ";tfu...,-.,. ~ 
W .. Itt, - I I I )• - ... d- ~ - ... _, 
,_.,~ • ..-, sae ... weetewt a_.IMW._ 
I rr Jl, l.U. I ?&• a ..W ..... W. .. to tt R TJ .. 1,. 

I& '"' fll tile • » -... 'JS a te lie w 
pi $ 

0 

• fi .. IW I f/1 .. MU. 

...... J ................ - ......... aa\lew1 .... .., ... ~_.... ....... _.... ..... _...,. 
...,. fll .. as ,,.. .__ fll .. -' estete .,.. ... •-; 
'" .. ,. ....... 1...- ... »=" .. Mr. r:w .. 1 tw w' " 'ec aa ..n te ,..,,. 
_...fll*;et ... r• ........ w,_., weete U:IWIIa 
.... te lie rM ,_a ,_... fll 1f ,_. p:o:IW •' lPsset .. ,_ 
...,. fll * Jr' ... r• a. ue=f .,.._ .. u ,_.. 
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. . . . . . .. . ~ . 

-. -
... ti_l b&nlro 4I&A """'..Zo "real oo tate 1- oeeured 

b)' t lrot u ... upc ap~roYOd real • • tat. , l nolud ~ "C lapi'Oftd tai'ID 
1anc1 and iapr9ft4 buoicau a11d r .. 14nt1al pro,-Uoo• 1t the -
dooo JIDt nc...S "60 por •-- of tho t.i'Vr&\oacl .,.1~• Olt "• real 
ootete orr ...... .. · -ri'J" u4 tor.,_ ol .... _.. tllan & .,...,. • • 
Cortaill .ueptl_. .;,; at.. Par lAo--., ~ toret;oi"C 11&­
tlo.n.& a nd reat r!o t1 QfUI 4o oat 21??1;- t~ r•l • •tate ltalla wMeh are 
iMurod W>IIU' tho pr onoleo or Title II ot thto llat1-l iiello1D« Aot. 
Anothor ouopt1oa 1o tilat • ,...1 ootato l oaa M¥ bo ,... "ill aa 
&l:IO\Ult no t to cao .. cl eo ty r ·-- ot t ho oppraiood ftlue ot tht 
r M l e ot.t o otteHcl U Mow-it)' o.JMI fOC' 0 hrll llot lO"t"" than t o ll 
yooro i t t bo loaa 1o 1 "",... by ..., ......n1ooc1 -tPC•• Mot Olt truot, 
or oth<lr " ""'h LDI-t lllldor tho t o,.. ot '11\loll ~ L110tal,_.. 
popento ore outtloi..,t to - .. 40 Fa ·- .,. -. ot the 
pr 1no1pol ot t ho l oaa wi thiA • pori04 o Ui -· tbaA l ou·· 
I t 1o tho undorUM<I tO 011d 10 in tht l'I'ModiJIC o&t- o .....U 
bo oh&nce4 by t ho bill . !be tO would bo oM.ftpcl t o eo Olld the 10 
to 16 . ftauo, -u.-1 b&D.lto would bo pol'lll~ to - N&l o111ato 
1- ot l OGG.., aa turit y thOil at pr .. ont, prO'rlclod tM lddtw -u­
ao.t\GC 1o iccludod. 

Prior to tho onao-t Olt t!lo ,. .. ...,1 ~o..,... A.et, -­
t iono.l bt.nkl oould not malco r•l •tate loono, Their powel' to do 
oo hu boon propoootlnly llbe,.,.ll~od ol noo that t ime a nd thoro 11 
a oubot&nt lt.l body ot opilliotl t o tho ottoot that 1t hao b"n o.J.reo47 
too , ,...t l 7 UboraUood. Aooordint;ly. tho '[)'...,.,.,. .._ .. 
"!al nat s .. tloc • ot tho bill . 

Tho lloarota,. ot tht -·llJ'y bolclo all tho .-took ot tbo 
v ... onotruo t101l 71nanoo c ... _.u.... ln tM totel ... - ot $600, 000,• 
000. s .. u .., 4 ot tho bill ..,,.lei a utlloriao tho c or_.,t1a, witll 
tho • ?; r oftl D.t tho ,..._1 lAaa Ada111l ot2"ator, to -"• pa,_-
to t b• S•rota,. ot tho rr..ou.y t or tho porti&l ret1 r-t ot ito 
oaplt&l o tool< at par, or ln ~t ot d~TI.d..,.o • ouob otook h• 
tbo oorlll"&l ot tho OOI'p-ticm, J lnoo, \IDdor oxht1n& law, tho 
• u rop•.o ...,unt or tho no- . d obonturoo , l>Oildo ar oth• obu, ... 
tlcmo of t ho Rooono• J'U• tloa i'l-o corporat1001 ll.,..cl &od outo...,._ 
l r La buod upc tho --....tot tho , • .._.uoo•o .,.Horibod •p­
l t t.l , t ho bill pron ... tll&t the auras-to -D.t ot ouoll obUG.,. 
tloc.o wl\loll t h o ~00'1)41"&tl• lo authorio'-1 to loouo u4 11oft out­
otoDcll"' ah&ll 11ot be .......... cr &!tooted b)' ,.....,.., Olt tho -1-
lotion nr r oti.r_. ot ~ ot tho oopit.l otook ol tbo Corp- tl•• 
P'r<>a tho o-,.u.t ot tho TN&o\11'7 thoro 1o no obJoot1.., to tb1o 
....,clae:>t. 

Regraded Uclassified



leeU• ' Jlll'ftUN tiM\ \llo .,..,...w _, •M4 -.., the 
c.r,....tua w ,.... oM a\oelr. of r.-...1 a- LoaD loDka ...S... IM­
ts.. 1, ... to "\1ft \be •pUol atoolr. of \be o.rporetlon or JIIIJ' 
•t.ueM• • ....., ...- _._ ... u ... '• .., .. , _ _. t)OO,ooo,ooo, 
\1M .,....,.to _, \o 'lie M\....U.. -.., \1M leorot.uJ of U.o ~­

....,. !be --.v..uoe rt.Mo Corporouoa, wtt.b \llo ·~ or 
tao r~ r...a "*1alatao.tor, 1a w 4o\oNiae _ ,peru ... of tiM 
earot•'- _, M\o4" 1_.-.., \1M~~ ol tile b'eanJT ....U 
11o .... tor t.llo poara.M of a\oell: or \lie ro4ora1 .... Lo&a Iuiie, 
U.o ro~t of t.bo •pital o\oelr. ol tho ... oe.V..Otlan n­
~Uoo, ... \llo paJaMt or 4h1<1-.4a oe tho •pital o\oell: o1 
\110 Coa jiOlfatloeo ,. 'fr-UJ !lAO DO obj .. tlOD to \Ide pr09U1•• 

With U.. aceptl• of t.bo II'Z'<"'1• 1•• to wtdoh ol>J .. Uoe la 
_.. obo,., t.bo ~ Dopart.ea\ ~-•" --t ol I. 39)8. 

I baft bee ..tn ... b7 t.bo Dlroctor or t.bo ...._u or t.bo 
hole•\ U.. t \lloro 1a "" o"J"tioa to Ulo Ollta1 .. 1on of tbia roper\ 
to .,_ c:-1\\M, nth Ulo ,.....,tud!Ac that no -u • .,., -.14 
.._..., lie .ado wit.b roopeot to t.bo rol ot1aallblp of t.bo propo ... 
1.,1alet1on to U.o pl"'OI'&a ot t.bo Prol14oot. 

....... ,, ......... 
Claet-.et C.U.\'- - h,eH .. 

... Ow: .,, 
ldWikw..._w, .. ~.-.c. 

(~) IDIIIT I. OAJ1041 

· i.e\!Ac IHrot.uJ of tho '-1V7• 

.. 
as li 
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TO AMEND THE RECONSTRUcriON 
FINANCE CORPORATION ACT 

HEARING 

SUBCOM?tll'ITEE OF THE 

COMMIITEE ON BANKING AND CURRENCY 
UNITED STATES SENATE 

SE\IENTY-Sl XTii CONGRESS 
TBlRO S&8810S 

o• 

5. 3938 
A BILL TO AUTIJORIZB THE P ORCIJA8E BY TUB RBOON­

STRUCTIOS PISA.'<CR OORPORATIOS OP STOCK OP 

FEDERAL HOM£-LOAN BANKII; TO AMEND TUJl 0 
REOONSTROCTION FINANCE CORPORATION 

ACT, AS AMENDED, AND FOR OT'Bl!:R 

PURPOSES 

MAY 14, tttO 

Printed for tht v. ol 'bo CommiUM oo Bankinc aod OuTNMT 

UKrrEO I'I'ATSI 

OOV&L~"t' PRVITINO Ol'ftC::. 

... W APL'CO'I'OS : I.HCI 

• 

.. 
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C0~1 ~1lTTt;E ON 11ANK1 NG AND CURRENCY 
K0MMR1' F. WAONF.R.New York, Glo:rr-• 

('A itTf':R Cll~\l!lt', \'frl.i~lto 
AMU~~ \\ , n'RKLlltY,KflMueky 
J A , 1 r.~ t It V R ':< K!*, iloQta c.rell• 
J OH' If lh,..I::Uf:AI), A~ 
At.\',\ II AO \ \1~ {'~ 
tRA~t'l" T ;)1\WSIY",C'.-ftiN' 
OEOJUI! &.. k \OCI..Irr&. M:ltJklld 
PRE, TIM )I IRO" S, )I.._. 
JAM II II Ul'fHIU • .,......,. 
CLYDE L. Ur.RIU~O. a.... 
" ' ILUdol It ;t\h1'1111RI. ~fW" Jtntt 
JOll~ L >ei&.Uil. Af'bnMI. 
D. WOKTll C"I.\Mt:, 1MM 
IIJEIUUAS 1)0\\ SfV, C.... 

JOHN 0. T0\\'N81NO, Ja., De.Mwttt 
t.YNN J . FH.AZIIR, Nortb Drt.ll.ou 
CU.ARLE8 W, TOBIY, New Ua•peblft 
JOHN A. DANAUER,C..a.et!,nu 
ROB&RT A. TArr, OUt 

PJllU' L.IVY, C'ltr.t 

SlliOOMWITTE& ON' R &OO~fiTKUCTIO~ FtN'ANC~ CoRPORATION M Af'T'I:II 

ROFlt:ltT F. WAOKEtt, Kf!W YOfl , C~ofr-• 

AM' A U, AIM Mil, ('41klllll<t JOUS O. T0\\'N8MNO, It , lkllnt~ 
O~OKOIJ 1 .. HAI)(' I,IVPP., )ltr)'lnflll L YNN J. FRAZI E H, NOtlb I>AiOCI 
JAMKl JL 111'(111t:.!l, l)ttt.• 'M CIIARLB-8 \\' . TOOKY, N.-w l l1mpfbfre 
ClLVOt: Lo. llt:ltHINO, Ion 
WJI,I.IA)I U. IMATU~RIJ. Ntwltftl'>Y 
D. WOK1'U Ol.Aklt, tdallo 
IUIKII>AN DOWN&Y,O .. JorR 

II 

AllEND REOONSTRCCTION FINANCE CORPORATION ACT 

TVJC8.1)j.Y, loUT 14, 1940 

UNITED STAT&& SENATR, SoBCOMMtTTEE ON 
R ECONSTRUCTION ~'I NANC& CORPORATION M A'M"flR8 

01' T il£ 8ANI\1NO AND CURRENCY COJ.Jl HTTEEt..... 
WMhington, IJ, (', 

Tbt•subcommittN~ mel, pursuant. to call, at.t0:30 a.m. in room 301, 
&nnu• OOke Building, 5<-nator Robert F. Wngorr prosiding. 

l'rr.;N\1: 5<-nator Wagner (eh•irman or the subeommitl••), .\dams, 
RtiddHrr. Hug1H..'8, llrrrinR, Smathrrs, Townsend, and Frazit•t·. 

l'n>;;c>nt alsO: 5<-nMor OlnM. 
S..nator WAGNEil. The subcommittee .. ~u eome to order. \\'<• will 

proct'td with a hearing on S. 3938 introducro by 5<-nator Oln~. Thr 
committre rrpor1or will make the bill a pert. or the JWOrd ·~ 1 his 
point. 

(TI>e bill, S. 3938, ia •• follow•:) 

11.--c-.. .. ~ 

Regraded Uclassified



2 A)JitSO THE JlKCO~STRUCTIOX FI X ASCR CORPORATI OX ACT 

F~tOEM.Al. I .OA$ AObC:T, 
ll'tUAl~ttfON, Mu, 1:1, 11-fD, 

lluu. C.un·t~f! C:l.<\""• 
f '1ultil Stt•tt « ,.;,,,,,, Wn•hi.,gltln , D. C. 

or. ,• ~~'~"TOK Ch.A!o,.: I fa,or ne aduptiou of th~ Oltu~ll bill, S. 39~ fortft. 
ful\uw!nl( rt'tl"fllll": 

/1. , It autll{lrll.l\!1 thL' rt turn to the T rctumry •Jf $300,000,000 hom lt. ln\'M· 
"'''"' " lu h•n1llntt liiU'Ud C8 1n k~r,ing n;th tltc Prceldcnt '" Uudttct mc.11,:e. h 
l'l'rmlt.a th~ R•"~'lll i .. lrur tiun Fiuanc:C' Cor t•oratiol!, with the AI>JlrO\'Al of tht f'td· 
'''"' l.o1m AllluluiJ<tmtor\ t.., clc-t('rminc what portion of old IIUin lh&ll be returtft 
(I) ll\' tlw lml'fh~· uf R l Or ~til~' l•:trt of the- t, 124,74 1,000 of thfl CtlpltahiOfk cf 
1lu• f.~Nit.•rA llumt' l.uan bank.!$ hc!d lw the T f'PIUiury; (2) bf the rttirtml'ntfl 
R{'('()n&truttluu J.'luoucc Corporation ci.a·•lb.l stock; a nd (3) t\y tht' llilYmt'llt fl 
rlh•idt'nfiJI from t•au•ifi.Jtll of the Coq)()rl\tion. 

~00.000,000 ran lw n:turnt"d to the Trcuun· In thilil maun('r •1 tbout dt'ttlll 
tbe t·f1lco1NI('' or lrnpalring the soh·ruc~· of tht." Reeonanuetlon FhWM!III Cwpor": 
tion or tb~ lfunM" l..oan bt.uks. Tbt> s to<'k in t he H o me IA6n b1nlt~t '- • ..out 
hn<'fotU~lt and 1'*~-· • ll\idc·nd~ in exttSS of the eo.t ~~ thf! Rffo•u:truthOO F"'U'.ut" 

ec..,., ... ,..,"'"' uf thor DM.MK'Y ~~·to buy II.Ut'h .-toek froJn th" Trft!l'~'f ....... 
11 h Ill('~ tbto amouut ., .. ilabko for kiana to railro.dt by suo.4101.~ 

.-hifh il ~•'> if Wf' .,.,. to aid t be roac:b in reorpnilh--.., and tnablt ~ u 
hllno'a at rt'~IM- ratb from prh·:atf' SOUrt8. Alto tM ~~~ li.-a• 
datt" on rn.•unnt~ uf Rrroustrtat>t ion f"in&n('t Corpora tion kw.N S. r.a.d ,,... 
IOU to 19.\l 

C. It IJoM'IIllta t lw- R~uuudi-on Finanee CorfloOf'atlon to buy or ..U ..,_ 
upnn ttn:'f4'fffilt!t(Jtk In baub and Insurance com~nittt upon the rt'q\Wt& d lk 
h"''k'fal l .(l(lll t\ •lmini.!tratcr. "''"h( n apr•r<wed hy 'he P'"ldent, h...-ttild .,.,. 
thr n'tlUC.t o( th~ Sroen!tary of 'he Treuur~· . onlJI, as a t prttent. Thlt I• • P'11P' 
function of the ~ ed('ral l..oan Admin"6-trator. 

1"ht': ltt•fOn"truction 1-'lnance Corporation ilf r~pontJible for each i*lcll. r::: 
tut•nt Md "'''-"' detrnulne Yl'hrtbe r i t ~hall be mlldc. The Ame-ndmtnt 
ft~tolllt:ue Hu• work end oln•lllte unnece<l.!lar-\' delay. 

ll. ' 1ud r.r t-.:11'-th•K law na t ional b:t.nk!l' may make loan"' on hnpro,•td ~ 
buul Ami hnl•rovNI lm~ht(I-~S.« ft ud rOIIidential PJOJ)t.rt 1~ In nn amount. not tor 
no JM' rt<'llt o I hC' opprailll'<l Yalue of the ~}roper~y when scoured by a 61'1!-1 mortSJAl'• 
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,.d. ."ben inetalbnent IM')'nlf!IIC• IJ"e requ.lrtd G~fficient to amortiz.e -40 pereeot. or 
_,rroltbe principal amount of the toan within a period of not more than 10 yee.rw. 

T'bt &ll)f'tldmtnt pennllf tUt'h JoaJY where eo percent Of the ioa.n will be a.mor­
tutd .;thin I$ ,·eanr-, in~~tNd ot 40 perftnt w-Ithin 10 Yeart. The amendmtnc. 
dot!- not f'han«e ~the rtqulte~Lf u to M.eUril)', it <~oft~: DOC. e.b~e the raUo ol 
,.,-nv nor tbe t.oc.al amount a btnk. may haYt iu,·~ted In ~ch Soani, • ·h lc.h 
_., oot U~ GO pert'flll ol the amount of its time and g,·(n~ depo~~jt8~ nor 
.oft tban il!!: J•kl in and unimpAired e•pltal, phl!J its unim pairro ~rplmfuiHb:, 
Yhlt:M,·tl' is the ~J'ftter. 

The ton,::er maturity mokf8 a better loon from the standpoint. ol both the 
hank :t.lld the borrowf!r, bfl(~\lM' or 'be larger p r-oportion ?f ' he Joan 'hal. • ·Ill be 
a.Jp(lrti~ed. h makes J>Otkilble 'he i~hnulatlon of bn15ute&J and employmell&. 
l brnu~ll fi naudnll t he ooulf.tn•otlon and ~hahllltation ol bu~ine:'l!l buildin.R)', and 
,:ht!l hl\nks a little more IMfl ude In ftndln(l J)rQfitab le in\'(1\ij tnwn&~~ l or IIOMC or 
uwir unemJ>Ioyed rund11, Alld enalJI~ thttll 'o b('r-\'C lx'tter their oommunUI~. A 
pntdcnt borrower may not. br wll~ lnliJ to h1\''a too large a pereent.A~ce or hit morti(Ail.O 
111,11 ture in too .~Jhort 1\ period. I•.XJ,.,rle.ucclu receut yea~ ha.-; pro"ed that a IOAil 
ff'lllllnrl~· and J)f'Optrly amor1 h.('d 114'1dom go~ In troub le. . . . .. . . • 

1 hne di.!ieu~l t he bill with tha l)rCP<idt•ut, and it hu hi~ 3 JJpro,·a1. 
Sincerely your.11, 

J~£: B. Josozs, Admr·"'•trGtor. 

S..!uttor \\".,o:<ER. We will now hoar from :O.Ir. J ones. 

STATEJlENT OF JESSE H. JONES, FEDERAL LOAN ADJONISTRATOR, 
WASHINGTON, D. C. 

~lr. Jonos, may we hoar from you with rt'fenonee to S. 3938, which 
a< I undorstand is propot!<'<( lrgilllation r!'COmmrndrd by you and 
intnJ<IuCl'<l by &nator Olass? 

~l r . JosES. FirsL I would ""Y that l sent each o r you A le tter in 
rttnrd to the matter . 

Senator WAONER. No doubt nllmcmbel'S o r the subcommittco havo 
the letter. And S.mntor O lnss hns put into tbc record the letter ho 
1'\"e('i\'C•d from you. 

~I r. J ONES. I tried in that letter I<> out line the purposes or tho bill 
and to give our reasons for favoring tho (>rof)oscd legisla t ion. 

Senator W AGNER. All l'igh t. 
~lr. JoNES: This monncr or g iving tho Trt•nsury S300,000.000 in 

act"OrrltUIC<' walh Lho Prt'sid€!nt.'A ·budget. message is in our opinion tho 
soundrst ·~d lxost way w do it rrom the stand point o r the Recon­
~'trurtaon Fmancc Corpor;u ion, from which is expected the $300,000,· 
000. 

Srrhl.\or TowNSEND. You My *' f rom which is e.."\:pcctro tho S3CWlt· ' 
000,000.'' For what purpo!tC is it expected? 

~lr . . Joxt:'- To rctum to thr Treasury capital in lrnding agencies 
not no"· n('('(lf'd. .. 
h Senator ToWNSEND. Well, by that do you mean to say that you 
., .. S300,000,000 or ropitnl vou do not need? 
}lr. Jos"'!· I did not say It exactly tha~ way, &nator T own9<'nd. 

I~Hor1• pnmdelho T reasury witlr the 8300,000,000 without impairing 
t (' $41 n•nry or c•fficirnc).,. or the Corporation. 

S.·nntor TO\\NSENO. f>o you mean to say that tha~ is (>OS'iblc? 
~lr. ~Oxts. Yes; that is (>ossiblc. Ob••iou• ly rtnd quite nnturnlly l 

iun 
1
trymg to comply with th~ J>rt!$idcnt's budget message, und to do it 

n t , ... bt":.'t nud soundest woy t t enn be dono. 

) 
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~- To-s-o I can unden~t.and that, tbat you feol .... . .,..nator "~ ~· · if bad - · • wl~at )'OU ere uying to do1 but you your own way •bout u ia 
1 t tl ·ay you v.·ould do tt! 1 '~tr.'j;:<&a. Very nearly. I thinbk ikt io hpro~r for the R. F. C. lo 

"t•l st~k in home-loan an 1 t &t 18 now owned ~··· own capt ~ ~ · • •· 1 •-• that k -Tr<•asury for tho reason that tt 18 eon~mp a..... al<)e bt 
aid r..Om timo to time •• tho. ba•.•k• do not-~~ the eapit.J. l 

~.fnk th~ R. F. C. b&S tho orgam~at•o~ and faeilitiea bett<or to b~ 
tbatabout than the Tre. asury1 and I tbmk "!'8. can keep m cloaertc.Jdi 

'tb it Banks are now unuer the aupei'V181on of the Fed•..t * 
rdministratcr, and I believe that plan would be sound. TbatwOOIJd 
putSI24,i4l ,ooo- · ) Th --• b' ' b k I Senator Tow:<SE:<o (mte,_..,g · e ._. o ~eo_. ~- o aU thiaia 
to keep going bevond tbe $45,000,000,000 debt limit, IS tt not? 

~lr. Jos&a. \\reU, nobody bu told me what the object ..-aa, oxetp~ 
YM now. d k th t d · Seunt.or TowssESD. But you o now a , o you not, WJlhout 
•nvbody telling you? 

Mr. JosE&. You can testify to thM, perhaps. . . 
&natorTowssxso. No; I do not want to testily to •t. I want your 

opinion on it. . . 
Mr JoN Es. 1 shall not argue tbot. I rrught say, however, ilanr-

body ·,.·anted to know my opinion a~u~ i~, that-­
SOnatorOuu (int.erp06ing). Tha~ IS wha~you ...,called up ~10 for. 
Senator Tows&J:ND. Yea. . . . 
~lr. JoSEa. I am going to S'''e you~ <?beervahon ~w that •1101 

talltd for by your coosideralto. n of this bill bu~ that ,. ~~: U 
1 wtre tbe Coogre;s I wottld no~ hesitate to inereaae ~be debt liait 
to $50.000,000,000. . . b 

S.nator TowNSL'<D. We might not think tt proper ut at at\11"1!. 
w~ do not think we ought to ~ round the bush. . ~ we are goiJlC to 
do it wo ought to say: Let us mcrcuo the debt lirrut, but not go to 
tho R. F. c. and sa~o thorn, "We wont $300,000,000 from you," 
and extract it like p · teeth. 

S.nator GLASS. And t en you say to issue bonds to 00\'tr that 
amount! 

Mr. JONIS. Do you mean to borrow the money to do this? 
S.nator 0L.<88. Yeo. 
Mr. Jo~u. That is corroct. 
Senator Ousa. Tbu would -m to ahow the situation. 
Senator Towss&xo. Is not that irregular bookkeeping_, Mr.~ 
~lr. Jos£8. Senator, I would not oay tbarit was at all. . 
S.nator To,.·sst:so. Is it not a new method of bookkeepmg to

1
•r 

tbel-tf We held bearings hera and tried to keep other people tOll 
adofting that method, held tbooe hearings a few years ago. 

0 
C 

~ r. JoNES. I think it is actually oound and proper for the R. •: · 
to own this stock. Tbo stock pays dividends producing aubota_~~ 
moro th~n cost to tbo R. F. C. It baa aubot.anhal earning& &n~ ' "'"'"" 
and I wtll be \'ery glad to give you that figw'!l if -,ou want 1\. C. 

S.nator TowNSE.,D. I recogmu that, but I t.hi.nk if tbe R. F. 
hu S300,000,000 in stock it dO<'I not need it ougM to put that_, 
botk in tbe Treas!"1 in the regular way. 

~lr. Josu. This ts going to be a regular way. 
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Senator W.<OJ<&&. Seoator Townsend, what do you mean by 
41~ar way"T 

Senator ToWI<Ul(l). Not by a motbod of going round the buah. 
Mr. JoNU. Let me explain a liule further. I" did not finish what 

1 bad iu mind whoo I referred to ~J_>.e $124 ,741 ,000 o( t~e $300 OOO,IJ!>O. 
Now if you had not had any quest•on ou your debt hmtt, o r ol nnedt.ng 
tbis~tonoy to bo rotumed to Ute Treaaury , I bad intended re<:ommend­
ing to the directors or the R. F. C. that we pay tho -r-aury out of our 
eamec:laurpluo a aubetantial dividend. I would have done that in any 
event, &nd had talked to them about it before l b.ia question wu ever 
rsised. That amount probably would have been not more than 
$125,000,000, or perbapa ~100,000,000, but I thought we bad eaminp 
enough so that we could gJYe that much money bliek to the Treaa~J!l', 
and that we ahould do it. J intended to 10 recommend before t.hia 
question wu rai84!<1. rr we pay them dividendi of $100,000,000 and 
buy the stock then we would only have to reduce our amount by 
$75,000,000 iu order to give them the entire $300,000,000. U you 
should raise tl1o debt limit or if they should not give the ent.iro 
$300,000,000, we would 1191 have to reduce our capital by $76,000,000. 

We ba,·o ouiAitnnding at this time o total of $t ,881,000
1
000,lthink 

i4. is, of i.nv08tmonl3, and in the main they are sound mveetmeota. 
So we have $285,000,000 of earned surpluo. I cannot imagine that it 
would take more than $126,000,000 tmder any ciroumst.anees to cover 
all losses. That would leave us $1601000,000 of aurplua, and that is a 
sound aurplua~ and we oould return UUit money to the -r-aury if we 
.-• .,led to. ::oo I bad thought we would probably give them bade 
$100,000,000. I thought that would pl- the eonaervative element 
inCoou-. 

Seltator Towlle&ND. It there noL the P""'{'C"t, in faet hu Otere not 
been made the statement that the Preeideu111 going to oend up on the 
Hill a reoonunandation that we raise probably 1800,000,000 to 
SI,OOO,OOO,OOO fo r annement, for the Wu t.nd the Navy Depart.­
meol8 ~nd other .I>UfJ>c>ses? If he d0011 there is going to have to boo 
sometlung dono nbou t the debt structure. And if that is coming why 
don't wo tako it all &I one time a t bot! 

~fr. Josr.ll. And not do it piecemeal! 
~nator TowNI"IN_o. Yes; why ask for thia $3~,000,000 now! 
Mr. Josu. Tha~ 11 for the Co~ to de~emune. 
Senator T OWl<a&ND. Tba~ has probably developed since you reoom· 

mended this lt«ialalion. 
~lr. Josu. Y •; that has been developing in the laa~ few clays pret~ 

fast , and P[Optrly 10, I auppos6. But even in that event, Senator 
To~'!'"""d, •t would not hurt 118 &tall to handle the matter in this waf, 
!0 gtye the Treaaury b&ok $250,000,000 or $300,000,000 if we did 11 m this manne.r. 
S.n~tor W ·~Nllll. I do not aee anything irregular &bout this. 

Wha~ "! tb~ UTegul&r &bout thia, Sen&tor Townaend? You indicate 
that tits nn ll"l"egular m•thod, &nd what is h! Jf you e&n spare the 
lninsfer of $300,000,000 why ahould not that be done? 
~lr. Jo:<u. I -no reaoon why it ahould not be done. 

of ~~:ilf. o ...... The Treasury roiaea no objection to that provision 

S.~tor W •<!NBR. I tmderatucl that. · I would not oubecriba to 
anything that,.~:,'(, beeaul!e that connotee there is eomething 
1rn>og about this. I I · i t is perfectly proper. 
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~lr. Josr.s. There U. not_hini; i,_.,w. or improper about it. 
!'fnator WAOS&R. That .is wnat r say. 
Senator Towsnso. It as adoptmg a method of bookkoeping that 

hu not fl«on tho eu.•tom. Is not that a fact, Mr. JonHf 
Mr. Jost;a. Well, you ba,·e not bad any custom on this oort of 

thinjl. 
S.nator Towsnso. Ha•·e you. heretofore ~n O<)Cuatorn<d to 

AAio\llinjl this method of bookkeepmg? 
~ r. Josr.s. 1 88id a. moment ago. that '!" would have paid tbe 

TR'o3ury a divitiMd thas ,year hud .tbJs Qu.est•on not lxlen b"!ul!bt u~. 
S.1u1tor Towssr.so. \\ ell, thot ts all nght; but why do 1t m Ibis 

way? . 
~1 1· . . )ost:,~ . \1'1• would not hnve pn1d tho $300,000,000 beeaut!C' we 

rouM ruH 1111\' l' tlffonlrcl It , but ~, . ...,could, have l'('lllruetl &olllo or our 
rfiJlittd. I woulrl l'lliiH.' I" buy tlus stock 111. hom.c-lonn banks th1u1 lo 
rt•fluc~C' mu· rr1\'ilnl IWC'Illlst' of th~ unecrtmnty Ill lh~ world ond the 
f•rt that tlw . t. F. C .. will b<· en l!ed UJ?On undou'?tl'<lly to do maoy 
tl1ings stuu J)rt\'t'IU• rtJpll.tl and pravate ut~rests w1ll not do and can­
not nffor<l to do. butth•t the R . F. C. enn and shoulol do as a Oo•·.,... 
mrut ii!C'IIC'V. 
~nator To\\Nflt:so. Ha"e ~-ou not. authority now to buy thtt 

stO<k? 
~lr. Josr.o. Xo ; and the Treasury has not authority to l!<'ll it. 

n •• , ,. thl• rrMOn it i• put bore in this biU. I might ""Y tbat tbio 
mamntr or doin~r tht~ thing is our own. \Ve 6gu~ out this manner 
of ~··in~~ thr monry. It was not tbe sugg .. tion of the Trtaalll)' 
Orpartnwnl . All tlwy ~·ant is $300,000,000 •nd it is our bll!in""' to 
find th(' ht~l ~ .• ,. to gin~ it back to the Treasury without impairinc 
thf' ~lvrnn· ""'f t•ffirlrnr\' of these corporations. 

S.nn1or W AGIIEH. 1\'..tr. that is that. Will you now go to the otbl'l' 
itNU§ Of 1 ht' bill? 

~Jr .• Jo~n:s. I ntn rt•tu.l v. 
• S.n,llor W AONtll. I tliink it would be bettor for you to proceed in 
that way. 

~lr . . rosE~. Ooo .. nny olltor mrmbrr of tbo subeommitle<~ desire to 
ilsk. mt• nn~· (IUt•gtions? 

:-M•ruuor " ,\ONEH (du:tirmuu or tho subcommittee). Hti\1C any or 
t l"' ""'ml.w..,. of 1l1e subcommittee any qui'Stions t·hey would like to 
.. k brfort' ~lr. Jonl'll procel'<ls to discuss othrr item• of tbe bill! 

(.I pau..- without rt'Spon..-.) 
~lr . • lon•. \\'hat is tho nrxt one? 
:-.c-netor W \GSt: M. Tbr nc-.~t is ,·our SJ.JO,OOO,OOO. 
~lr. Jo~E•. Tit<' railroad loanst 
S.•nator \\'•os!-•· Yro; tb• ntilroad loans. 
~I r .lo""'· \\ ,. an' out of a•·ailable lending funds to reilroacb; 

llntl ~i• _,,, Ill th•t ~itiou bv rH.SOn of an indd\'tfl('nCt in t.bt 
'trnflmt: ur th!• bill , w·likh I think WllS in 1934. wht•n \\'(' a~krd tbt 
Con~tt .... ~ w ):1\'t• ""' IUithoritv to "'UIU11ntct" n1i1roncl loans as well at 
10 '1" 1kt• rlwm, hut to trt•At glatlronl('('(l lonns tht' sonw 1.8 rhou,rb tbey 
Wt•rt• lcl:ut.; u~~IUull\· mthlt• 

:it·nltlfir UI. \M. ' U\·ron·· Wt• g(·L to thttt lt>t rut' sny thi't. \\'(' havt not 
t'~'u'/'l •• tt ,) ~t't"ti•m 1 of rl~t• bill '\"C't. 

~ r. ,Josrs. \\'lun ,, l~t· tlo ~·o\1 wish? 
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Stnator Guu. What is the ...,uon for making this provioion for 
the pun'hiM of the otoek of Fl'doral homl'-loan benkR, now authorized 
to be done by the Stent•r,:y of the Treasury with the approval of tlto 
J>nosident, also by tho lenmng agency? In other words, to have two 
ptrsolls do .what onr U. l'<'qUireil to do now. And the 'l'teuury io 
op.,.,..d to tl. 

~!r. Jo,.ES. I lmo'!· They do no~ •·ant to give up tl1e authority. 
It i• dearly the funeuon of the R. F. C. and the Federal Loan Admin­
istrt~tor and in no stnse ll function of the 11-easury. We are not. 
rrquin-<1 10 hove thr opprovol of the Presidrnt o r the &cr.tarv of tho 
Tr(l-asury hf making uny othr r looJl we mnke. But in the hufry with 
vour bankmg oct, on Ainrch 0, 1933, t.he I,?Tf.'setJt proc.('dure wu 
St·t up 118 to how w•• .con hrlp btu1k8 by putting 1n copitnl. In rnocticc 
if :1 hllnk- w(:ll , J. wtll tnkt• Lyucllburg bt'Cftuse 1 do not think we• hnv(' 
lutd nny npJ>IIrnuons from l .;Jtnchburg. 

S.·ntuor GtASS. No. 
~fr. Joli&S .. If o bonk ;,, Lyt1chburg n<'<'<INI somr copitnl they 

"'ouM f!O to Hl<·hmond--
S.nntor To"'""""" (ull<·rposing). You ore talking now ebeut "''Y 

national bank, 1 takf" it? 
~lr. Jo~'£s. Y H. If any bank needs eapital, and in the eaae I 

sla!'Nl to illustrate ,.;th they would go to ~iebmond and make appli­
rauon to the R. F. C. Our agency at R1chmond would inv,..ttgatc 
tht' matter ~n~ dtltrmine whethtr in their opinion the capital wu 
n..-dl'd. and 1f tt wao proP<'r for the R. F. C. to put it in, and how. 
Ou~ a~('nt would comt to. us wtb a t ('C()mmendation. 'Vt would 
re\·1ew- 11, J mt'an our exeeutiVN and staff and the men in charge of that. 
branch of our businf'88. 

S.nfttor TowNSEND. You are speaking o f tbe pr<ll*nt plan and not 
tho future plnn? 

Mr. ~osu. Yl'l!, t.he pr08cn~ plan. Then they moke their recom­
mrndauon to the chrtoclora of the U. P. C., and they approve it. 
Thrn we send over~ perfunctory letter to the Sooretary o~ tho Treasury 
to tho effect that X Bonk or J.yncbburg needed t.he eap•tnl and lhM 
WC' 1hought it ndvisnbla LO put i t in. That letter is turned' over t.o a 
•·lrrk, and that clerk considcre the matter for a period, which haa 
~\('rag('d 2 w.-eks m the lntJt. year, to determine whether in his opinion 
11 should It<' donr. 

II\ other words, th~ policy there is taken over by the 'l'teasury . 
Ob~·•ously tbe SecretarY. o f the Trcaaury cannot know about allthllOC 
••nous a~d sundry thmgs. Uo mmt operate throup:b bU. boards, 

d
through b~ <lrrkR. Then that clerk determini'S,we wt. ·u say, that he 
.,.. not thtnk th• bank nffila that capital. So be turns it down. He 

bu to 1M! ptrsua.dl'<l and argu!'fl wttb. and that necessarily brings 
•!>out dtlay. !t,. not thr way ttobeuld ba ... e been done in the bqrin­
~· but we had no other ebeck then on the R. F . C. We say to the 

asury: You. now have the ~o·Nteral Loan Administrator, and thia 
~~~~ would Ob\'late o lot o f delay and a lot of irritation, the irritation 

lll!t to pro _pie who ni'C<Ithe money, prople in tbe community affected. 
S<nator GL.\88. llnve you not acquired stock in some five thousand 

or SIX thousand bAnks'! 

1 ~lr. Josu. We have ncquired capital notes of some si•ty· two 
.lt,ndred hanks, Th is plnn would remove all of lhe rough edges It 
as ughl.\· dt>sirfl hie, nnrl at. is,. pi 1m that would a ,-oid unnecossnry d~foys 

) 
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\ .Jo~t:s . . \ nd we h~'·e gotten ~ur money. out of 2,700 of thrm. 
· •:· "-' rntlualh· wor:km)r out. \\ e are havmg ro nunw tlttut Rnd Tl•~'h:L,. . .,~ ~·ith t11em. nlthou~th a J!n>ftt mtmy of tht>m aN• no tnn_able 

h• .J1 Thf'n.• Mrt' a ft•\\' hurul~l of .the 4 . ..JOO that u~l waltlung, 
•t j 1, thtH "·e bai\(' to od\'134:' wath. I do not tlunk that uha· 
lh.'\"'

1
1 ~t· I:" ill lOS(' AllY mon<.'y throu~h our ill\'f'St•nent iu banks; in 

'r11~tt~ !' ",,( .. ul"f' we will i1ot1 notwithstoutlin~ the fart that we will have ·t•1 tU " • II ~ t;tJ..•• >;OHH' SUh~UIUCII' QSS(>g, 1 ~l'll' llOI' Towsscso. Thot. . wil1 depf'nd o good deal UJ>ort whttt. 
I · . to IJurJilws~ 1 illt•lln 111 the mouer of the. banks. HIJII"'""" . ' I \ r .1o \'t.:.S. Oln·rou~ y M. 

;;l'l;lliOr O u ss. 'l'l l l' tn .. xpoy••nt or tl~e countr·y should not. ho 
· · 1 to I>OO"t JUiflmtuHt~•·d h1t11k~. E\·crv onro of them OUJtl•t Lo 

I'L'IJUin"i ~ • I I ' I 'I I I I k l.tt\' ' ' 1~-t·eu llii0\\'(.~ 1. to fn1l t rn L wou d ot wnnsc n1 , w tf'n t a(' Jtln Et 
' '•'lh' rtlily wer<• (;uhng. . . . . 
e S.·n1ttor \\'.\0:\t.n. ,Uight d~t~r(', :unc(' we ore dJ~CuSslllg t.hnt. St•('tiOn 
or tltt· bill, I think lt.. as only f~ll' to rea(~ thr report o f tl1c. Sccrrtnry o( 
rlu· Tn•:ts.ur~· on it, on tlu_• &'CtiOn to wh•ch ~lr. Jones has JU"'t. rdl•rred: 

l'J.tkr .. u .. tin~e tG•' thC' H('('()tl<~trudion f'inanre Corporation ma~·. UJH>II thct 
tW·l ultht ~~Uu\· ol tht" Tn•a .. ury. madf' u·hh the- appru\'~1 ot th" Pl"('!okJ<'It t, 

:tc-rillf' (ur ptt•l(ltn"() .. t Qitk ht hank ... or fll .. ' lr;_&uec ~lupam(> or mskt loot~<~ 
-H"tn'11 ln: .,_,,t'h ,.tOC"k . ~tkm I (2) of th.t' hill w-ould ~nu1t such put<'haooN 
44 ,..,n m.c1 40tk and .. u('h klan• to 1M' ma~ upon the appro,al enher oi thct 
:-;'C'n·c~~' u1 the Trt'a.-'•Ur) or tht' Fcdcoral 1.-n ~d~iui.:.trat~r. Tbt> ~oo011 t<?r 
1t.1 .. rbh.(i" in the la'A L" not AJll)arf'nl , Th~ t~t_o.lmg J)f'O'\"IHOfl .. ~ law 111 th•• 

.lft'1 •t'n" c-o:.rtcd in l033 '"IMrl ~r the ("U~rgenc-y lk'lnkmg qt .. Jatlvu Tho !':~i~ft"Y f"ootahh.~hoo at that t rnt" tor pn:nkhnr. baut! •·hh ol'4!CIM at1,1i tl~••l 
f':IJ,il.d rund~ ba.~ •-orkt.'i:l -.atb.faC'tOrtly. Tht- Trt1"llty ~~aware or no t'OUJf)('l!miiC 
lft.:t:MJ .. -h,· th~ .;et-up ~!>ho"ld ~ ('banttOO 11 thi.'J t ime. sud ~rnmN•d<~ •••u~<~t 
tbt' provo~ <'haugc. 

~Jr. Joxcs. ~loy J ronunent. on thoc ? 
~ntltor WAO~t:n. Surd"· 
)Jr . • Jo.s,;.s. l l Jut@ wc rk"(l{) fil tti i'l rll<'IOriJy bt'Cftttse O( the j>l&lit.'IH'O f!( 

alto' 1!. F. C. 11111! ol the J>!'t>J>Ie who hn,·c land to hHc help. If tluat 1• 
I hi• IIIII)' l)ltt('(!' lO ~N it you lto vc IO wnit Oil tho pl<-nsu re or the fellow 
who i~ uoing to snv Vl' l4 or no ns the CllS(' mny be. 

Tit£' §tcre tnrv s't•ties Lhnt. hr kuows of no compelling rcuson. l lo 
tlot·~ uot know Or onv reason to the contratrv ex('{' j)t thut the~ clerks 
in lti.s office do not. " ·nnt to give- up the pu"y,·ers rhC'y ho,·e o r suying 
yf'-l or no. They would not know what '' compelling re~son wn~. I 
:trn $J)t>akinr• no"· of tlte clrrk~ '' ho tlo tlu~~e thmgs. It 1~ not ftur to 
tht•m btcau:e thr,'' do not undtrstand it. There i!l not one- who ~·o~l(l 
krm~· how to go mto ~·our tity or town or conununity and detrrunn(' 
wl..-ther a bnnk should June rno" t'Rpital or not. 

I •m •pe•ki•'l< • littl• bit rritiroll\' ol the Comptroller's olfort' and 
of the Trea.sun· but. not nrnr • .s rritiC'alh· as I could if l wen" w J,th f' 
"<"Ill to Ill\' aciual (~lings and OJ)inion about the situation. 

I tbink "the prtS('rtt J)lttu is N"~uictin~. I do not. think thOSf' d(·rkot 
WniJitl know bow co examine A bnnk. H \ 'OU were running it _I:OOfl 
b:mk th{'\' woulil fN-1 tht'y "·oulcl lunf' to fi"nd somttltiu~ to tribci7.t'. 
I rhiuk tfu~ bonks or thr rountrv would be lwtltT off \\'ithouL the oflirc 
ol !he ComJHroller ol 1 he Currrnry. . . 
~:wtor Tow.stn:xo. I uot-icec, ~tr. J ones, m the eoncludmg pnrn· 

~"r"ll() lt or your le iter you sny: 
I b:n~ dietll!i'1'('d tlt t bill "lth the Prc,.fd~nt , anfl lt hn.s his appro,·nl. 

) 
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Mr. J osr.e. Yes; I di.cussed every it.cm ~f t_be bill with the l'loei. de~t, and it bas his hearty approvlll. I dul 1t u Ia~ u SatanlaJ 

altemoon. . 
Senator OLA&S. h u perfeeUy apparent to m!' ~bat the ~ 

or the T relliU':)' does not want to~"" up Rn,y e.mting authority· a1o0 
that the Admlllist rotor o l tho lending ogene••• wanta to aequU; tbiJ 
authority. · · 1 Mr. J ost:a. I do not want to acqu~re 11. want to facilitate lilt 
wo:~ator OLAM •• Well, you eannot do that except by acquiring IIi. 
additional au1bonty. 

~Jr. JosF.!\. Yes. Tbc dirt'etors or the R . F. C. are not gc~ I<> do 
any roolish lh!ngs., Yon cnn rub my nome out o r the bill, ond h13, too, 
nnd the I' I'MJHI~nl s, und you ho••e loaned $10,000i00Q,OOO without 
the appro\'nl ol the President or o r tbe Secretory of t1c .,.,.•uu" u.1 
wr are @OiOi! to gt'l it all bark. ·' 

S.nator OJ...•ss. I think ~·ou ba•·e done rf'markably good wor\; ..;111 
an ullrrly bad law. 

~lr. JosE&. I thank \ 'OU. This is up to you gent lemen. 
S.nntor 1'owsstso. I 1hink you have done a wond<•rlul job, bu1 do 

not think you "•ill gel oil the money buck. 
Mr. Josts. 'If e wiU get it all back, and bring some more hoek ~ 

il 
S.nator Towss&so. Well, I am alraid not. 
Senator \\' \OSER. Wbal about this acction of the bill! 
l\Lr. J osYAS. Thor<' is no rrftS(IU nga[nst it except that some cleri< ~ 

th• Trenourv wonts this power. I might sny further that ooly about 
20 JWr«'nl o l the bnnk• ore national banks. Why then should tile 
Complolh•r'o offiC<, or tho Secretary o f the Treuury wbo is tilt 
Comptrollrr's offiee. oay whrthcr a Statt bank can havt oome help • 
not. It .rtould not be. 

Srnotor TowNSEND. You are speaking of State bonks thai lit 
membel'l or the Frclrrnl Rroerve? 

~lr. J OSY..<. or both. The Compll·oller's office bns absolut!lJ' 
nothing to do with a nu.•mber bank or a nonmember bank as to tU 
mat tor, and abou~ 60 (>Cr<>ent or our banks are nonmember banb, 111<1 
onlv about 20 IX'I't't'DI ol them are nationAl banks, 

Senator Towsscso. In rase you wa.n1 to make a loen to a 5Last 
bank, what about that? 

Mr. Joso:s. If it did not suit the lcllow to appro••r it,J!·hel'l lit 
you7 I lhink thn1 is oil I con snv now on tho~ subjN:I. wual is tho nrxt thing! ~ 

S.•uator 11'.\0SER. You had just bricOy wlerre<l to railroad loaDl 
~lr. Jos~. I startrd to say that when we asked lor tht pririlfrr 

or gual'lntrrn~J< a "'"I tSiate loan instead of making it, it ..... app<On4 
by th1s rommattN>. Sc-ntllOr Couzens wu th~ most. ioteN-Bl<'<l member 
at th4' limn. ~no.t01· Flt' tchrr was the chairman or the commiut'f, 
and whih• it was on the floor the thousht oceu.rred to S.nator eo ...... 
thntthrrc oughllo b<o a limit. I was s1tting in the P"""' galler:r-

S..nator OL.\SS {intorpooing). You meant railroad loans and "" real .. tatt IO&Il8. 
~lr. Jo:<£8. I am talking about railrood loans. 
S.nator OL.\SS. But you .. id real ostalc loans. 
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\Jr. J osl:ll. I beg pardon. Senator Flcteher sent up a note to roo 
an;l .. krd ~·hat limi~ sl10~ld be pu~ on i~. As I have said, Senator 
CouUOJ n.-1 the queot10n. l sen~ lum back a note and aaid 
$350,000,000 in addition to tho present loiUlll then ouutanding and 
rornmittt·tl. I thougbL thnt would gtvo us enough. 

St•nll tor 'rowNst:No. How much was that.? 
~lr. Jo:<l<i!. About $800,000,000 total. Bu~ it"'"" intended to give 

115 8 re\'olving fund of about $800,000,000. The language in the ae~ 
os il ramo ou~ did not J>l'rlllit this $450,000,000 tbat we then had out­
standirlg and rommitted, to become a p&rt of the rtwolving fund. A8 lllt'Sl' loans ttr~ n>paid t1u1.t rnone_y dies insofar as reloaning is coneernod 
so our J)I"C~·nL l"('volving fund lS only $360,000,000. ' Vc hnd in tJH~ 
hill lliSLyellr, nnd in the ll~lc<"lcr-Lcn hill, an increase of $150,000 000. 
r o 11 pa!!!t.'dtho L bill lost year and we nroeimply re tir[ng that. sO we 
are no•· entiroly out of funds for railroad loans. 

Sonator II'AGSER. Do you still ha•·e applkations for railroad loant 
roming inT 

~lr. Joso.~<. Oh, yrs. And some o r tb...., railroads will come out 
or tlw rourl.J., om. or rt.oorgoniUit.ion, ond we 1uwc tQ hf'IJ> thf'm becauso 
r•ri,·tl t{' mom·y w1LI not llt•lrl. 

&-ruttor Towss&so. \Vhnt.. J)t'rct'ntRgo of the railroad loans are 
J!U&~~ntnu~~,J loans? 

~1-r. Joxu. Vt'ry, ,·ery ftw. In two or thr('(l' instan(:f."'J maybe. 
S..uat~>r T01\'!<~ENI> .. \Vho ~ proportion or your $450,000,000 ba• 

l~•·n poul off! "hatrsthr amount o r 1holoans to l'llilroads nowf 
~Jr . • Josr,., lntluding $202,000{000 or railroad scocurit.ics we bough~ 

from llu- P. w. A., Wl' b0\'1' out l OfiYAJtl It totttl or Sl 308 000 000 in ruilm1ul louns. \Vt ho vt• oNuolly speut for those loon~ $800 obo ()()()· $10-i.OOO.OOO has bct-n repaitl. · ' ' ' 
St-nator Towss&so. 01 tlu• $450,000,000, or was a portion of U1a1. 

tht "''·oh·ing fund? 
~lr . . Jost~~~. Some or it is tho rc•·olving lund. The most ol it rep­

"""'ms !he oltlt•r lonns, nncl some P. W, A. loans were ooltl. So wo 
lhW(' oulstlmfhng now about. $490,000 000 in railroucl securitie-s or 
lh:ms. and w,-. have commitm<'nts now Outstanding o f somC"thing likr $10.000,000 mor" than our ft\'oilable funds, but our commitments arc not all takf n. TbeNiore we can o,~~r.('()mmit some but not a great. """1. 

ilt-nator TowSSE>1D. Ha•·• you colloc:trd $10 000 000 from tho 
~>45(M)(~O.OOO,Ih•tt i~ still in your revolving lund, Or ir' you do collect. II ,·ou cun 81111 usc• It? 
~l r. Jos1:1<, Yes, bul w• 8t ill mocd this $350,000,000. 
~•!ator R ADCLIFFE. Tl~ with tlu• amount of your old loans UllpaMI amount to about $450 000 0007 
~lr. Jo~~:S. ~o; they 1unouni t.o :Uore than that. 
""""'~r RADCLt FFP.. Yo u hacl $400,000 000. 
~lr. Jo~cK. Wn hove $165,000,000 o r fonna whero roilroads oro in 

~t'~\'eN:h!J>, ·~nd we. hn,·c o Jot of loans where .milronda a.re not in I'O<en·ershtJ>, hke thnL B. & 0 . and the New York Central, and I 
.. 111101 name all of tbem · but we h&\'e a aubotanlial amOWl~ or loiUIS 
lO railroeda not. i.n rooeiv~nhip. 
1 Senator RADCLtPP£, I uudiU'IItood you to say that your ou!A!tanding 
oans were about $400,000 000 with $10 000 000 of commitmen!A! •nd that your revolving run(l w&s $350,ooo',ooo: ' 

) 
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Th~ ~··olrint: fund only applieo to loans made ... 
!>ir. ~OS"!· !hill limitation of $350,0001000 waa put on. 

authoruttl •1
n<e But if you bave unauot.ed S350,000.000 ""' 

S.nator R•~~ that woUld seem to indicate that you h .. eoaly 
bad only $400. I old I.,;. no. • . 
Sl40,000,000 °1\ . 1 rannot g;ve you tbe euct llgurH, and tt • a 

~Jr. Jos•':"· • 0
• that is not the way it worla! out. 

little oonlu11ng, hut 
0 

II tho total loans aro $490,000,000 aod yoo 
S.nator To .. ' 118EN • $350 000 000 revolving lund, and you m1111 

hn•·• .1oaned1 all. of 
1\~0 would 800;, that you only have the dilte.,.... 

have II all t lo time, d $490 000 000 
brt•N'n $360,000,000 "1:11111 is ihe ~·oyit struck me at finn tboo.&bt 

S.nnwr R• 0f~"~1· lli•nn do you know bow much of our railrood Mr. JoNfJ!, .... r. I " b r' b rscd'l 
ronunitonrnt.. hove .J!)~ '::o'; a~out that is that out of $471 ,000,000 

~lr: ~I ULLIOAOOo p 
1 
W. A .. which I leave out; but with $471,000,000 

I herr I< $20,000. ooci 000 of which represents a part or tho S360,001J,. 
outstandmg, ~J disb'ursed • ince February I, 1936, and the $264,000,. 
000 thnt has I tie old amountr-there is $207,000,000 outatandu"""' 000 a porto 1 . 
Sl.;, 000 000 of eomuutmentE. 

1
. $4

71 000 000 S;;,ntOr Tow~un:~o. B~t your tota ts ' • . 

~lr. MnLJOAN. Yeo., SU'd ou have $350,000,000 in th• "'•ol¥0, 
S.natcr,'~owbo~racd~· t'tb!tamountand canno~ be IHOI be<aUIOit• fund, and 1t. 11 un ° 

a J'C'\'Oiving lund. . . 
~lr. Jowf.fl. 'MilttSngTbbt.e difference between $471 ,000,000 ...r Senator ToWN&ENo. 

$360,000,000 i•~:2;1·oo:>.;!:·w·t were outstanding at lbc time wh .. 
th~'s3~ooo:ooo li~it w.s put on, we still bav" $264,000,000 ... ~ 
&tanding. T TII"D you have not loaned the lull $360,Q<!O,OOO. S.,noWr OWN8EN D. ' • .. ~ $207 000 000 of 1111 011~ Mr. Josu. It has not bee~ d1sburs(,... • • • 
&landing, nnd tlwro nrc cohnm:ut.men1tsd.ft~r $2too~\?~~~Ooo OOO! 

Se-nator llADCLtrP&. T nL ISm n< 1 10n • • 
Mr. Josu. Y .. ,air. ·u Cllts 
Sonator Towsuso. Then you odd .f.OUr comnu n ooO and bm 
Mr. Jo,.a. We hM·o loans outstanding of $210,000, • 

commitmcnuol$152,000y,OOO.h th $l'
2 

OOOOOO for your (0111-Stnator Towxs&:-.·o. ou ave e OJ ' • 

milmenta! . 000 
Mr. Jost:a. Xo. Add It to your $207,000, sa' w 000 ooo. 
S.Oator TowNSES.D. :rhrn that ~p"'""nta • • 

000
. 

Mr. Josra. That IS nl!ht. And ,... have only $350,m disnpldl 
S •nat.or R •ocurrr_ Then your figure of $490,000, 

th" tommitmf'nl.s. 1 
~Jr. Jos1 1. Tbot inrlud<'C! S2M,OOO,OOO o,l old o~ncl.ude 
S.nat~r HADCL"'"· Tho $490,000,000 d1d not m 

mit1UNlltl. d' atthf. t.imt. 
~lr . . Jos>;&. No. ThatropN>Sented loanaoulat~ lng u ha« t1o 
~uncor TowNeEso. Wben you make a oomm1tment yo 

111onry to loan, hr~ve you not, out~~ tbe $350,000,000? 
~lr. J osv.s. We expect to hn••e •t. . • 
~11Ut1•r 1'owNar.so. \Ye11, you must hnvc •t.. 
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Mr. Jo:<u. We hne overcommitt.ed a lit~e. 
Senator T owNUND. You have overcomm•Ued $10,000,000. 
~lr Josa. That ia light. • 
S.,'110; To..,.snso. r atill cannot get it through my lkuU and i~ 

musJ be a little thick I sup(l068. 
Senator RAocurrB. It did not indude the eommitmento. It ia 

onlr tbe loans actually made, I mean lhe $470,00<!,000. 
Senator TowNSEND. You do not make eomfllllmcnta unl- you 

ha•·e the money. But Mr. Jon"" says be bas made eommilmento of 
sto,ooo,ooo. 1 1 

Senator RADCLifFE. That other figure represented o11ns pus oom-
rnit1ne11t$. • 

Se11ntor TowNsEND. All rJjtht, $471,000,000 plus $150,000,000. 
Senator RADCLirt'B. Whatever the figure is. 
Senator Towr<a•so. 'l'lutt rcpre6Cn14 S621,000,000 of which you 

ha,·t $350,000,000 in,your revoJ,,ing (uJJd. 
Mr. JON£8. Yes, 111. 

Senator TowNSEND. Tbot would leave $271,000,000 of old loona. 
~I r. JONU. That is nll(ht, or pretty <!""" to it. But the fact 

re~Wns that we ba\•e no more money with which ~~e can make railroad 
loans or commitmeull!, and we have need of this $150,000,000. 

Senator GL.\811. II you have already loaned 1491,000,000 wb,y do 
vou fix tltt limita!Wn at $500,000,000! 
· ~lr. Josr;s. 'Mte 500 million limitation, Senator, is fllerely increasing 
the ruoh·ing lund. 

S.notor G1.A88. By $10.000,000? 
~lr. JONEs. No, by $150,000,000. 
Senator GLAM. II vou looned $490,000,000, it seems to m­
~lr. JosE&. WeU, t)lc limitation. 
Senator TowNsEND. All you want here is to incrcrute your revolving 

lund bv $150,000,000? 
~Jr. JONES. That is till we wont. 
S.netor TOWNSEND. And you collect it out of old loons ond bring 

i1 back; it. is no new money? 
~Jr. JONF.8. No; we memly UIJC the $150,000,000. 
S.nntor WAONER. lt is All increase of $150,000,000 by autbOMU• 

tion-which I dunk you nNOd under the cireumstonees. 
~'lr. Jox>:&. We uncloubtediy need it; because when they go into 

r ... oh ·orsltip, they have got to have it. There is no other place 
where they <an ~t it. 
. It is exactly what we did lut year when we asked lor a $150,000,000 
IrK'~. 

sPnator TowN&ltN'D. Ne.x't. is an e.'lension of your limitation o( 
R. F. C. lo•m• from 1945 to 1955. Why do you ask for an e~nsioo 
now. •·hen 1945 ;, 6 years off! 

~lr. Joxu. Woll, 1t ia dflllirable, Senator, to be able tog;, .• longer 
t.-nns: on these loant.. There is a little confusion now in our lAw; 
some of it eon be done and tome cannot. Some kinds of loena ,. .• can 
mcke for as long a period u we wa_nt to, and others we cannot. 
~nlltor TowNSEND. What in the law limits it? 
~Jr. JON£8. I cannot ~lain it. 
Senator Towr<B£ND. Wliot? 
~Jr. JONES. f hRVO '-n trying to get my lawyer to explain it Lo 

me lor 2 weeks, nnd ho bna not boon able to do it; so I IUD ouro I runnot do it to you. 

) 
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h ju•t ptrrnits our .. ,unding loaD$. l n some eases a la.n olreocty 
made ...,nnot be ~xtendod beyoo~ 1945. . 

&nator Towsso:so. Well, busmessmen like you and me are ~rribly 
handieap1Jed, are we no!? 

~lr. Jos&l!. We eertamly are-by Ia~·~· . . . 
Senator OL.\88. As ~l r. Jefferson wd, 1t 18 am~blo to UJ>ed, 

any .,..n.ible 8ttion from .any Cong,..,.. that contrul\J 156 lawyers; 
111

tt 1 tltink this one eon~ms that many. 
Mr . . )ONa:J!. ~ioro, I dunk, ~nator. . , 
Snm1wr J1 u01u:s. \\'o somct!mes make a mess of 1t, ft8 1t. is. J do 

not kuo"' wluH would lmppeu tf wo had more Iawyon. 
Mr. JoNt:l'. 'l'hnL is desirable,, ~nntor. A m1m eomes in and 

need• r>erllnp• 11101'0 thnn 4 years tuuo, . to be oblo to I>Oy hio loons 
b01ck· 111111 thi• would ennblo us to make 1t ns long os 14 ycnro. 

& 1'1ntol' 'l'owsa.:so. I thought you had suffic ient authority. 
~Jr. Jost:~. We thought so, but wo lind we eaunot extend a loan 

that. i!§ nlretuly nuula. \Ve enn make n new ono, and thia is jusl 
rl,.rifying ~llltt . 

Senator ll vouv.•. 'l'hnt is occasioned by the wording of oome of 
the sta' utC-l. I ouppu;e? 

Mr. Jos.-:s. Yei. 
Senator Sw.\TIIEK8. Or tbe lawyers' construction or them? 
~lr. JosUI. y.,., It i.• not a serious matter. It is d .. irable. 
Senator II roHa:a. It is not serious, it you can get duo authority! 
Senator W \GSEK. :\o,.· we come to another eontro\rtn.illteet~ 

,...lion 3. 
~lr. Josrs. What is lltttion 3, Senator! 
Srnator WAOst:;R. That is extending reD I -estate loons from 10 to 15. 

~lr. Josa:a. """· 
S..notor GI.AM. \\'rll, I om learning something, now, about the bm 

1hlit I introdttc"{•cl. 
Mr .• )osts. On~ of your troubles is that you trust your friend .. 
&onntor G I, \ !Ill. Y ""· nnd I find that I cannot; becauso I am utt<>rlr 

opJ>OIW~I to comnu'rrinl hnnks fi1ling their vo.ults wi th reol-ostntc loans. 
Gc.odne~ know11, t llev ore fil led up to the brim now wit I~ Unlt.ed State. 
hund•- 02 flen'<nt ol all the indeb tedncs.• in the bnnko. And no .. to 
Jill tlwm up fnrthrr with renl-<>statc loans does not appenl to me. 

~l r. Jose&. S.mntor. ir you Ji,•e with tbe propo~~itaon, I think you 
wuul•l reel .liffrrentlv. 

llonator GL\88. \\')"'• lor 50 vears a national bank was not ptnnitlld 
to r111ke a .Unsdr. Mlitdry renl~ta~eloe.n; it. was not. ~nn.ltted t~ on 
on~· real ""totr """P' tho bank m which it conducted •t• b......,.. 
Tl1at hal>l"'n•d lor 50 years; and 1 do not see any reeson why •·eoboald 
no•·tiboraliuthat...-tionor tbe bill We liberalized i~onceand mode 
it 10 yoara in<(('ad of 5. 

&nator \1'\0SEH. You have tbe reporta both !rom the S«rowr 
of tbe T,...su~. and the Federal Rcscn•e System oppo>ing thtt 
parllrular pro'' ISIOn; and I should like to bear from you. 
~l r. Josu. Well, that is the best proof that it io n,ght. 
SNtator 11 rou.:a. S.nator Glass, \be State banks used to mal<• a 

g<HXI rntu\y of thOiK" lonns, and now they are not. tnaking them. 
1'\rnolor 0 1 .. \88. T hey nre not mnkingtbem? I 
Scn•tor II ~011 v.s. T hey are not mokmg them 
&'llotor 0 1.A88. Well, they ought not to bo m'ade. 
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Senator H uoullll. How ia real eatate to ge~ start«! to be developed 
or to proceed in any v.•ay if you do not have some loaM? They ltave 
got to be financed. 

::;enaaor GLA88· Well, they ought not be financed by oommereiol 
banks. Commer<'ial banks aro supposed to be liquid and prepared to 
mpond to auy demand upon the deposits. 
~·nator ToWNSEND. \\' hat.. evidence have you, :Mr. Jooe8, tl•at. 

tb~ro is a real drmoud lor this extension of time? That is the thing 
;hat 1 want to know. I bud a real !oeling tba~ the banko were now 
oblr to tuko care or olltho applications tbey bRd, and that they W<•ro 
doin~ it. Now, perhn1>• they nrc not. I shou ld like to g<•t your 
rt."nction on thnt.. , . 

) lr. JoN<S. W<•ll, l WiiB wn1tmg for Scmotor Glass to get thmugh 
testifv ing. 

5<'1iator G~., ... W ell , my. testimony is tll~t it is nn uttNly bad 
provision of the bdl. lhM I mtr_od uccd; •n~l II I hod hod "" orr>or­
tunitr to 1..-nd the b1ll before I mtroduccd at, I would havo tol< you 
80 thrn; but ~iikc F lynn, of the Wall Street Journal, took tbc liberty 
of coming into my omeo and taking my paper our.-, .wilhout my kno~·l· 
edge, and keeping me blind ror abou~ two hours and • balf. 

':llr. Joso:s. l oro going to try to convince you tha~ it is a good 
pro,·ision. 

..n;etor OL..\85. You cannot. do it.; but. go aht"ad. 
)lr. Jost~~. Lot me try. 
B.tnks can no•' l<'nd on N"al tSLJlte for 25 or 30 vears. 
Son•tor Ao.\><B. \\'ould you br good <·nough t.O speak just a little 

louder. ple...-? 
~!r. Jos<s. Dunks c11n now lrnd on T<'al <S1a!A' lor 25 or 30 yraro 

ir tla. lonn is insurt'<l by the }'. H. A.; ond tbot loan may be !or 80 o; 
90 Jl"r<<•nl of the cost of thr pro1>erty. So why not leave i~ to th<· 
jucignwnt o f the bankt•r, lf h~ wnuts to mak <' an omortiud loon on 
unwon.'t.l f11nns or busiJwss proprrty tJ1nt is incomt• beoring 1111d )(•ovt• 
it to his jud_gm('nt wi1N ht'l' tw wrll mok(• a loan r wming for holf ns loug. 

Seuutor Gt.A88. \Vhot.. is the• rwcessity for chong c-, a£ he c1m uuik(\ o 
lonn for 25 or :lO yenn;? 

M r. Jo~a:s. ~ou rnm~oL d~ it. on 11 business pl"()pl•rty. Th<'rc is 
110\\' IIUipl l• Crt'<ht ror rl~Hit•nC~IO I. Pz:<>P'-'rt.y. Th.ere is no ploce to~ LO 
~rrow mon<-')' on .• bmm('88 buddmg or nny character, except. to 11£r· 
IJl.'!llrll!lC<' eompatU<'S; •ml th~y lafl!t•ly i<•n<l 30 to 40 perc•nt. Tlu·y 
daun to h•nd up to 50 perc<'nt, but they do not. It is very l'<'!ltrietivt. 

S..nator Tow.socso. But you can make all thOS<' loan!t-any Lhat 
you ha\·c.• mrnuonM- rrom tluo R . F. C . account? 

~!r. Josll8. Would you nathrr hnt the R. F . C. make tbcm? 
&onator TowNsa:so. 1 a m uking you that quPStion. 
~lr. Jost~~. Y .. . 
Senato! GL., ... ~rtainly I would rather ba,·e you do that. The 

connuereaal hanks have no husintl88 loading their portlotioo Ull with 
loa~lS or tl•is description. 
~ator TowNSEND. H you eRn do it, how much de.mtmd ha\'e you 

1
1
••d that you ''"''" not been oble to supply? T ilat is tho queotion I 
Itt d. 
)l r. JoNEs .. &nator, l nm trying to create • demand and l • n•tr;Ying 

to do sometlung that will crcnto work, £or t he bnilding or u busancM 
!!::IH0-<t()._2 

) 
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building or the modentiution or re~bilil&tion of a ~ .........__ 
u well 01 a residence. We are aU t.rymg 1o pt peo~ back 10-~ 

S.nator Tows&CJ<D. 1 unden~l&nd that; but latill ....,t 10 -if 
you bau been able lo do .it in th" R. F. C. En•ybody ~lila& 
you have been ablelo do at. . 

.Mr. Josu. We do not oflor 1o do at.. 
Senator TowN&eND. WbyT 
Mr. Josu. Beeause we think the b&nko oughHo do it, 
S.Oalo! OLAu. They are not loans that an readily p&yable. 
Mr. Jo><u. They are better, S.Oalor, than Jo.na oeeured bylloob 

and bondl. ••'"'" 8 bo 1.1: .. 8 Sooator OLAU. Well, lam not__... a ut ga.m_, now. 1 .. 
Ltlking about real estate. 

Mr. JoN<&. WeU, who borrows from tho b~ks? I &bould lib to 
have the banko have some place to I.JI\'OSL thetr money. 

S.Oator OLAaa. Well, a great many people borrow from thfm q. 
ha, •• no buain- borrowing from them.. 

~lr. JoNu. WeU, hardly enough borrow from them 10 enable ~~a,. 
to .paY their expenaea. 

Senator 0LAu. That is bocause the Oovomment hu gone into t1ae 
bankirut buaiateea and baa deprived the banks of that much b"'"'-. 

Mr. Jo:<ca. WeU, t~at is why I am oppoeed to having the R. r. C. 
go into this. We trv to btlp banks make loans. . . 

Sooator ADAMS. dow much unused loan c.apaeat.y aa there DOW ia 
the R. F. C.T 

Mr. JoNU. About a billion dollars. 
Senator Ao•»a. And thoro aro 50 billions in the bankaT 
Mr .• Jo11u . Yoo,sir. 
Senator OLAu. >'ifty billiona of wbatT 
Stnator ADA»&. Deposito. 
S.Oator OLAao. Y•; but deposito of money ~,or of United Slalol 

bonds? 
Senator ADAM&. Tbev or\ginoll,y Wel'6 money of depoaitora, wlaidl 

tlaey put through the window. 
Senator 01.A88. Yes. 
S.Oator ADAK&. A lArgo part of the Iundt, of courae, bat con• irllo 

Oo•·emment honda, as ... ell aa other loa11a. 
Mr. Josu. No bank baa been hurt in t1uo country from retl-411ato 

loana made by the bank, where Uae banker did not lend more thaa 
00 pe-nt of the value and where he loaned it on improved properly; 
•~d you cnnnot 6nd a bunk in the United Stotea tha.t buloat on lbal kmd of • loun. 

Real ootate that was held by banks when the trouble came1 boda 
10 ye:m ~. largel..r ..,.. not on loans made on real ee&ate; tt -
whOf! tlae IO&nt had beeo made on stockt and bonda, and wishoot 
-unty, and 10 fonh; and whflD the fellow went broke and hie ot.OOk 
w•nt down to nothing and the aecurity wae of no v.Jue, they _, 
artrr the borrower and said , "Gi\•t us somo more aecuriLy.'' And all 
he bad, moybet was a town lot or a little building o r oome kind of ~a! f<!tate; ano the banking fraternity N!f!&rda t.b&& u a real-'" loan. 

h ..... not o roal-<atate loftll at all. It wu a lou on ato<b ud J'""~ Uta~ bad not beeo amortized; aod 10 it wi.odt op u a rea~.-.. OlD, tnd 1t. '*'AI not a real--c~tate loan. : , 
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You earu>Ot find in the Unized 814'!'1 • bulk thal hu beeD burt by 
amortised _._late loan on hueUI- proJN!1'Y; aod 1 eballqe :0 T,....ury Department to,find '!""and come up and tell lobe com-

· nee I give them a week a DOlo«. 
m•Scn~tor ADAMS. If you could oonflne your lo&nl lo eo perceot of 
h dep.....,.ed value that would be one thing; but the diffieulty io io lx!an val UN and it 'it in working up your l&blee Of Yalue. 

Senator TowsazND. Y N . 
Senator ADAMS. I !mow that in our p&rt of Uae Weet we woo& tbroul!h ,........,tate booma, and loons of 60 percent ol tho •alue pro•ed 

10 be 'bad be<auoe the value was wrong. 
Mr. Jose&. But the bank Will oot aeri_oualy burt by that, beeauae 

it did not make enough of them to bu'1at. . 
&ootor 'fO'II'N8flND. I Wd.8 not arguang egamst tlaat, but I have 

been aayintc that I do not ... m to be able lo find enough demand for it 
Mr Jo:cu. You ban not been lookinJ for it, bOYe youT 
S,..;a~or ToWNSEND. Yeo. I am pmudent of • liuJe b&nk down 

there and I was trying lo find out from you if you had a denw~d · whicl; you had 1o tum down, for loana of long atanding. You aay 
you clo not have. 

Mr. JoNES. Senator, I repeat tbat I om I~ lo create a demand 
and am trying 1o put people to work and to gtve the bank & means ol using 1heoe funds. It io better to put part of th~ Iundt in a good loan 
of that kind than 1o put it all in aloc'ko and boode. 

Senator TowNS&.'<D. I agree .,..itb all that, but 1 do not think the 
demand is there. 

Mr. Jos••· All rildtt. It is only pormiasive i you do not. b~ve lo 
make the loans. If tomebody wants to build & otore buildmg or 
rehabilitate o atore building, and be want&lo pay you b&ck a tho-nd 
dollora a year for 15 yeara, or 80DleUaing like that, it enablee you to 
make lout on which our bank examiners cannot oome in and bit you 
on tbe heed and SAy, 11·0harge that ofl'.'' 

S.nator ToWNarmD. Well, in the bonk of which I IIJD president we 
now do that. 

Senator H£IUU'Nn. All he is uking ia that the natiorual b&nko be 
pennilted to do what you do, and 1o bove its approved policy. 

S.nator Ouee. H • Yery neceM~ry for a com_mereial b&nk alwaya 
to be in a position to ,..pond to the d..,.ands on it.. 

~fr. JosE&. Your depooito are insured . 
, Senator 0LA88. This whole thing belongs 1o invettment banking, 
and it doea not belong to commerciiil banks. 

~fr. JosE&. But you do not have any more inveatment b&nking; 
there io not any more invNtment banking, lo speak or. 

S.nator 0L<88. Well, "to -k of." 
:'llr. JosEa. Tber6 never bu been, Senator any inveotment b&nk· 

ing io reel estate, exoept th- feUowa who sold honda-which we are 
all against. There baa never been any aotmd inveatment b&nking in 
~oi1'81Ate. 

S.nator Ousa. Tbere ought not be, by commercial banb. 
:'<&.JONEs. A few w ... kt ~or perhapo a few montha ago wb«< we 

bad a little ~up, aome Government bonds went down 9 poiatt 
and oom~ wont 6 or 6 or 7 or 8 pointt down. 

S.uotor ADAI<ll. You moan tbirty11t0DndsT 

0 

0 
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)lr. J osr.a. No; pointa-froru 109 to 107, or "!Jnelhilli like U..t. 
Dock in 1922 oome of !hem wen~ .down 20 pom"'-nd no~ iOII 

Go•·•mment bond• bul otloer scc~t•es and .ocher bonda Tiley 
1 n They have quoted au eqwly value l1l newa~apera; and f 
~~=-niuer ~ in ami ~?;s, u"l•at is the bond worth? ' 

" \\til 11 iJ! " orth 1>6. 
11 ..,.; 100, 81,.1 he ho~ tlo~ bank charge o~ th• 14 poin~. 
St-mttor Tows1n:so. 1\ot m go\·emments. he CIUlnot qk them to 

duafJ!C tlu'llt tlo" n l>elo"' pur. 
)lr. J oso:e. All riglot; bu t if ho hns to 8<'11 the Government bond•, 

"j,, 1u lta1~ lw ~Ol to ~trll thrrn to? 
~h· l'oiut i~ tlult ir ~-ou luwc al good mortgng~ mo~lo under these 

rt'"1 rir 1 wno~, alntl wl1ic:h i!' <'u.rrcnt, the bttnk extumncr 18,1101. JCOing to 
he uhiC' to tell \ ' tUI to ,·lun·ge 1l down, It docs not tloprecJOto an ''"lue 
IH141 tiW h;mk eXfl l11illt' r CIUIIIOl bolltC'r )'OU, 1 

fi1u ir ,·ou bu~· ~om(' l1Nhlt'l!cm bon.ds nt 90 or 100 ond they , ·
0 

clo>An to Ao, lht~· wtllnlttke you du~Jl!e u.clown: 
nut ~tilt II" COI,-h.u h•u•kC'rs s.~y, • Th11 t. ts flJI rtght, but do uot make 

a N-1\l~t•Ut lo.m." . . • 
~11t1t0r ,\ O,Ut8. l'r~rt of it i~ tht rlemenl Of hqtuduy, and the Olhtr 

is in sefN~·: tlta.t is, tbr li<auidit~· is in the bontls an~.-1 the afe1~· is in 
rt>:tl t-.tAit. • . . . • • 

)tr. Jo~•..i. &-nator, then" as no hqutdtt~· m bonds. ) ou tty today 
to ...,.u :?00 million or Go,·enwtent bond:s nnd see whtre your hquiditT 
i.<l, \\1to io~ lf()iug to buy them! • 

Sup/>0"(' ~·ou t~· to ~~~ Ultm today, or t'up~ ~·ou t ~· to sellaur 
oth~r )()IUI<l: Thrr,• i"' uo re:..l rnttrket. There lS ~• qnotrd market. but 
not~h· offtno to bu,· nnd >ieU 1111~·thin~, IHhl tllt re is no rtnl marktl. 
()( roitl'lll', 1\0\\ \\ ~~~11 W(> ure dealing in thest' hilliOUS illlcl billions, 
tht'rt"' i"' no nlltrkt"t for thesr bouc.ls.. 

SrnutM TO\\'Stu:su. ihnt wtts lht' e,~i.dence )'f'Stcrdt\V. 
~rr . . lost!~:~. \\'1''' · t't.•rtniul\·. 1 would rnther h1t\'f" ~ocwl mortgagt 

lluut tlu•,.;(' hc11hhti hecnu~e ihc. bank exdminor Cfln mokc mo el1•"3t 
t iUI h(llltl~ dtl\\'11, but lu~ rnnnot nw k<' me cho~e the morlgo~e dowr1. 

I IIIIJ)IH'II t ~l lui\'(' l•et•n in thr rttll·tsuHe busmoRs for 40 ~ fiH'tl, Gnt.l 
l know it ill •• souml husiuess. l know it is a.s nCC"~Sftl':'' 10 ba\'t 
nflirt ll lnrf"' o( l mo~.inrs~ omlto hu,·e hottls tts it is to Juwc the t'IOLhf" 
,-ou \\t"'11r ; ruut il ought to ba.'·<' it~ plnce in lendinsc nnd it8 l)lfiC"t in 
\lunf..ot. 

You limit. tl1r tunount the btlnker can lend to GO pt'r'(lf'nt of ll~~t 
amount or hi~ tltJ.oeits: so the limitations will not 1wm1it any btnk 
to J!l"l hurt b,· th('Sf loans. and it ma,· do sornf' good. It rannot do 
am· hann. • • 
~n•tor GL\M. I jus~ do JlOI agree "'ith vou Lluu. the tommtrtial 

banks ba\f~ an~· buttolnt":$$ making loans on redl e5tate-. 
~lr. Jo~&&. ~nator, tht ron1me.R"ial banks a.re too '"trictfd now. 

Ltl'~ Itt rhf m do !IOmf' tlting. 
~n•hlr (h .. \88, I liO not. know whether tbere are auy reelrictiool. 

on (!O(r~ tart h. You are constandy gi'·ing the advice to let ~& 
nm "' d('bt. The cunsc or this earth is that the whole world is 1n debt, 

)Jr. J oxt:e. 11'~11 . the Xotion is in debt· and we have to follow doe 
lf'ftdf'r, hn ''rn 'c. w<!? ' 
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S.Oator GL.<N. \Veil, uo~ in tba~ way. ..} 
~ir. Jose& We have ability to make these loaN, bu~ •·• do not 

make them. 
Stnator Guao. Wliyf 
Mr. JosEA. ~auoe we think the banks ough~ to have that oppot-

~~ y kin b ·-S.Oator GLA88. Oh, pohawl ou are no~ rua g t . em .,..,ause 
•·ou do not think they are a aound propostttoo. . . 
· Mr. JoN£8. No; 1 beg vour pnrdon; we could lend five or te!' ~tilton 
tloilon; tlonl we hove not loaned because we have not been wolhng to 

doS::;ntor WA9""": I know that in New York there ia no demand 
(or ollie<" builclmg'j JUSt uow. • 

~lr .losES. No: but New York is not the only spot m th~ country. 
Srz·;ator \VAONI!R. lluc. isn' t. thnl. t.rue? . . . . 
~Jr. Josr.s. [t ii~ true.' in New York and 1n Clut'ago, and Jt nllght 

bt tn•c in PhiladelJ>h!n. . . . 
We are now builchng office buildings m Houston, and we do not 

nf'f'd to borrow Che monev to do it. because we have them finnneod . 
8u1 vou cannot go on fore,·~r without building office buildings .and 

hotels and apartment buildings and StOlt'S and theaters and thongs 
tb.n aft just as ntceMOrv a.s an..v part of your life. . 

&oroator \\'.,osu. Well, the other day I heard some le$Llmony that 
there "·as no demand for any investment mo~ey for those puf"J)<Ws 
ar all, ar rhe p....,nt, becau.., we are~. o,·erbuilt i.n that regard that 
there ,..;n not .be any d~m~nd for addJtr!>nal money for the construc­
tion of that kind of bmldutf! for some Ume to come. 

~Jr. JosE&. Aslsaid n wbtle ogo, l am trying to create the ~emnnd. 
Senator IVAOSEK. But "''' hcnrd nothing about there beong any 

diJiiculty in fl'Ctting loans. The difficulty was in gettit!g customers for 
such a buildm,:c. 'rlwt. i8 Uw reason it ls not now bNn~ undertr.k(•n. ) 

)Jr. Jos•s. Well, ne 1 .aid before, I nm t.rying, if posstble, to Cl'l•n tc 
something or lind sonwthin~. 

1\'otloing in it cnn hurt. The only burt in tbis is the hurt fcelinr;s 
or the Comptroller's Office nnd U>e T reasury. They do not like ot. 

Senotor GLASS. Why do you t.bink t.his Oo•·enoment ><'ould be 
dl'nying comm('rriol bank&, rOr 50 .years, the right to .make lOft liB on 
n>al f'Sialtl? D idn't the commerctal banks get on f01rly well then? 

~Jr. JONES. 1 do not think it ><'113 a good law. 
Senator Gusa. w~u. I do; I tbink it"'"" a good law. But I WAI 

porsuadrd to 1~1 them noske loans for 5 yeiUS and tbtn oom• fellow 
likr <ou induced us to make an ext•ruion so that they eould make 
th•ni for 10 years; and now you wan~ to make tbem for 15 y••.rs. 

)Jr. Jolla. I •hould like to make il IS; and the only ObJe<:tron thai 
the Fodtral R""""'• hu ~t and tba~ Eccles b .. got--

Senator Gusa. I do no~ oaro anything about that. . 
:\Ir. Josu He wonta to make it 20 years, but he ,.·anllto re•·nto 

th• whole F<'<leMll llrstrve Aet. 
Stnstor GLASS. I kno><' he dOl'S. If be keeps on much longer, it 

ought to be rewritten; becauac they arc ruining the system. 
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S.nawr W AOSE:H. lie oays, on tha\ point: 
The 8o&rd t. aot ad"ited olantsubltaJ\tlal reuoo ror an ~~ 1~ tiol:l of the ul!.tin,s po'A'tr of national t»n.U w make I"Nlea\at.e ~ 
~lr. J oso:s. 1'hey ho ve no~ wnkrd up (or 2 y col'9, over the~; they 

have bct n M1eep 11nd htw~ nothmg to do. 
S.nator W AGS t:ll (readmg): 

and is 0~ lD the tn&tlawftl or pi~meal ~ lesitJ.aUon ...... -pfllt or (zQoM!d~te u.rsener t.dlt..- . • 
and so 011• I am going to put the N >Llre lett.er llll.o the reoord: 

TR.L\8VKY D &PAilTkl:t"J 
lVOIAi,..toA, Allor 10, i140. 

Mt DCA• Ma. CSA.Ib..t.!C: Fun her referenee is made W your let ter o1 ~7 &. 1940 ~uc.tln& tbe riP"'t ol tbe T...._•urr De:o&nment on 8. 3038. a tiiU 1o aut.bOnae the por<:bMe by the: Reeorwt.ruet\on J"i.a.ance Co~radon ot a\Otk « Fed~raJ horna-toan banb: 10 amend the ReaonstruetJon Fina.oee Corporation. Act .., aruuded: a-nd for other purp01!4!18. 
&et!ou 1 (I) or the bfll " ould autborlae ' he Reconst.ruct..lon Pinaru~e Corpo,... tion upOn AJ)I•nn·al or he .. ~ederaJ l..oen Administrator , to pureba.te a t. par.., o1 ~ Stock of the Ftdtral home-~n banb O'II'Ded by t.h~ Uni\td &a~ • ...s would authoriu t.be Setreta ry of tbe TTMfury to etU aueh t tot:ll: t.o t.bt Rtto. a:tnaoctioa f~.Da.JKe Corporation. Tbe &ocrtl&fJ ol the T,....,.ury boldl 112 •• 7.1,000 or the c.l-ltal ttoek of the Fedtral homo-loan banb and although t.xltttns law pro,·idce or the reti.f'('_tuent or the stock held by t he SecretAry of the ~_,., t t1t re ls 110 l)rovt.-lion autborlaiug the tnul$f~r o r sale or euch t toclt.. The Trtuur¥ does nul hi \'CI an\' objection to seetion I ( I) o f the bnl. • todtr c-xlltiAC La..- the lleeoMttutlion Fln.a.noe Corporation may1 upoo &be mauee' olthe ~&au ot tbe Trt:MUI)', made with the appro''al or tbt Pn.i­dtnt, aut.mbe for ~fft'fd noet in banb or insuranee eompan5el. or aa.tt .._,, IM!'eU~ by •ueb• t<M:It. Settion I (2) of t he bill would permit tueh putt:buea of prt:ftrrtd .rt.ock And t ueh loam to be made upon t.he approval ~ther oltbe Setretary of the T~ury or tbo Ft!dernl l.oan AdmloMtrat.or. Tbe reuoo for t-his change In che law It nO!. apparent. The exbLI.ng provisio n• ot Ltw l.o tbis rt8peel · ·ere tnae~ed in te33 ... p&r t or th~ t mergeney ban klnc lePladon. '1\t ma~hlntry .-t:ahlisbtd at that tune Cor provkting bsnkl with needed additloal c:apiul lunda hu wort td atWaetoril~. The Treaaul)' II aware of ao coepelilc I"M:..'IOn •hy the Jtc..up tbou.kl be ebansed at this timet a od rooommenda apllllt t.he proi)08ed chan~f. 
Under exl$tlng_ law tbo lte«>nfllructlon f.'inanoe CorporaUon niAy, wiLb the •PJ,rovAI or the se-cretar y of the. Tn:&lury, and under auch rultt and ttl u.lallolll .. be n-ay littteribt, ttll on the open market t.be whole or any pa.rt of the p..elemd 1tor:t , caphal DO(c._ or <kbenturec ot any national b&nk, &.ate be.:nk. or Lr\lllt _.. ... 1 acqulrod by 1bo C•fllONllioo. SOd loa I (2) <>( tbe biD ...ould <bao&o .... ttisti~ law to u to pe_nnlt I he Reeonttruet lon Finance Corporation \0 tell,.. weuritw. •1th the approval of eitbtr the f."ederal Loan Adminiatr&tor or tht SccrelAry of the Treu ury. T he ReeOlurt ruction Finance Corporation now hu tbe authority to mAke auch tllloton it• 0\\'0 lniUatfvo provi~ at leaai- 60 dayt' DOUce ol auJ: pro~ u lc is gh•tu to the iuut'.r or maker. (&e .eo. 5 (c) ot d l6 Recoa· t.trurt.1on ~·lnante Corpotadon Aet. as amended.) 

. \fhtle the TrtNUrT bu no plrticular objection to thil eba.a&e lD tbe la• Wit il dn~ from the other thanlfll: rdtmd t.o abo\~e, neve.rt.he'eu. it II aubfect.IO a ~ ob~ion from the •tandpoint. o1 t ho eoniUiion that mlsbt. ...UO Wbee e.t~r o•w. or b 'O public oftlCf!rt can au lboril6 a.ct.Jon with ,..peet 10 a partieular aubJctt.. 
Untlt'r e-xl•t ln~. ta·· the total amouhi- or lot.na, commitment., etc., bt tbt R«<nttrurtlon FirtaJK'f' Corporation to rallroad.s, or their reotiven or ttwl;tel. ~v not C' \ ftt!d ~ any one du)lt ~.000,000 in additJon t4 the loe.aa ~ ~ mn.ment. -.de prior to Janua.ry 31 IW. Seetion 2 o1 the bW would,... WI Umnation to $.300,000,000, ' 
Th~ ltt'<'Onttntttion f'lnanee CorporaUo n mav now make lo.n• or adnDt'tlf or rt'llt'• 'Ait or txtf'u.slonJI ot IOM& or &d''A nt fll a rid m ay ~rrnli loan• or ad\'aotd to.run tO., tu matur~ not laetr than January 31 . l~U. Seet ion 2 would cbaaCt tba dAte to January 31, 1~ 

HU:SO TEIE R&OONSTRUOTION l'IN A.NOE OOIU'OIIATI ON ACT 21 
FloG:' lht 1taodpoint of tbe Treuury 1hefe appta.n to be DO obj«tlon to lbe 

pror-d by -·- 2 "' . ... bill. ~ 3 -.·CM.dd &mmd the edltlnc Ja• under whleh national bulb may make ~::~« ~41 loan• In an amount not to exoeed 60 pt:toent. of the •PJ)raAM!d .value rtSl~ta 1 t'6tale oft'ercd u .eeur lty and for a Wn1 not lon1er than JO yea,., if the ~th~~tnt.nt. pr0vld01 for tnet.J.lment payment.. tuftlcle"t.lo a.morlhce .ao ptr· 1~ ot lhe principal wrthln the 10 yean, ao u to au,borbe auch loan• to be :.e t« a periOd of 16 ye:an provkltd at leaat 60 J)lrfft.Dt ol tbe principal ia 
amordatd within \be 15 )'8N. 

Xational banb can now make " ree.loflltate lo&n.a .eeured b y Am IJaM; upon · ro\·td rtal e.t.&te, lnc.ludm.s: impro\'ed rann land an d lm~rond burln ta and • PI!dentlal propertlet" lr the amount. doe. not. exoood ' 60 percent of the tu~ ,.i.k"d ' 'tdue of the reel eat.ate off'ercd u secur ity" and for a l4Jrm or not more :C!'o 6 yean. Certa in exttl)Uons are made. For h:~•t.anoe, the fore:&otno~ Umitatlont and rNirictlon• do not apply &o real eat.ate lo&01 wblch are inau:red under the pruriliont of title u ot &he Xatiooal llou.inc Ad. Anotber exceyUon ls that a rta!-at.ate klan mAY be nlado "in an amount not to t:l oeed GO ~t ol t bt appra.i8«1 \'f.lue of tb~ real tttate oll'ered u aeeurity and ror a Wm not longer than JO ytart If the Joan I• ~eeurtd by an amortized mortgace, deed or t ruat. or otht!r tueh hUitrument uuder t·b e ttrmt of which the lnt C.atlmen t pay oae'!ta. a re •olfic:ienL to amortbc 40 Pfr u.nJ. or mo~ or the principal of the loan wlt.hm a period ot not more thAn / 0 JltOT• ." It II the i t.alielaed <tO and 10 ln t he pruedin~ limttc.ce whkh would be chanced b7 tbe bill. Tbe <tO woukl be thanced to GO ...t u.. 10 1<> 1~. Tbuo, national bolnb ....,lei bo .,.,..,1\1«1 I<> malle ,..,.. eot&te loans of lancer maturity than at p:retent.. provided tbe higher amortlutioo ia 
i.nc:ludcd. 

Prior to t he e.naetmcnt. o r t he Federal Resen ·o Act, nAHonal 0011ke could not.. make real·eetate loans. Their power to d o 110 hu been progreeein ly llberalJud f)nee that. time, a.nd thert~ Ia a eubln.a ntl.al body of opinio n t.o tbe ea eet \bat i t hM been abudy 1<>o greatly llberall&od. A«<nHngly, the T .... ury ...o~ 
apiost t«tlon 3 ol the bUL 

Tbe Stt:ret.ary of t be TfoeM;ury bolde all the 1toelc ol the Reconrtruetioo Fina..noe CorpOration, In the total a mo unt. ot $.500,000,000. Sectio n 4 or tht b rll would autborilc the Corporation, with th~ •rproval of th e Foderal Loan Admlnl«trator, &o mAke pay mt!nt& to t.he Secretar y o tho ·r rea.sury tor the partial re tirement or I~ capU.al ttoek at par, or In payment of d lvldendt o o 1ueb 1toc:k f rom the earn­'"''"' o1 tbe Corporation. Slnee. u nde.r exllltlnc law, tbo a,urept.e amount of the ~ dtbtulu~ bon&.. or ocbu oblipdons ot tbe ReeorwtroeUon Fio.a.nee: Cor~ poration Wued and ouUta.ndl~ is bMed u pon tbe amount. ol the Corporation'• a:ul)!l(ribed capital, the bill p rovides that the aa.rqate amoun t of t ueb obllgatioM •·hif'h the COrporation 11 authorb.cd to luu e and b.A\'a outatandh13 t hall not be det>R!a.scd or a ffected by teMOn of the r.Ancelatiou or retlremer~ t. or any or t be upital~t todc ot the Corpora tion. From the a t.andpolnt. ot the Trutury the re I& DO obieetiOtt t..o this amc.ndme:nt.. 
Sfttion 6 provkln tha t tb& agrept.e amount used by t.be Corporatlon to pu,.. chase a.t.od ot Fedttal home loan banb under eeetion I, o r t..o re\lre t he eapitaJ atoet ot t he CorporaUon or pay dividendi on auc:.h 1tot.k u nder teet ion 6, may not extetd S300.0001000J the a,gregate amount to be de'lermlned by the Sorre.tarv of the Trtaeurr. The Reoont truotion Flnanee C-orpoMt.lon, whh tha Appro\'&1 of t.bc •·ed cr&l Loan Admhalltrator, is t.o determine what portion of the ICIJ'teat.e amount de\trmJned bT lhe Secretary of the Treuur y 1hall be IJ.IIed lor t he Pu.r­ebaR olat.oek ot the: f ederal home toa.n bub. the retfrtmeot ol tbe eaplt&J 11.0et flltbt- Reeonttru.etion Finance Colooratlon, or the ,..)"IM.n1 of dividtodl on tbe a pit.aJ • toe.k ol tbe Corpora \Jo n. Th~ Tn!uury hM no obJection to lhl.t provision. 

1' 
With the exception ol tho prov·J•Ion• t.o whieb obJectlon ia made • bove, f.he rtMory Department rcoom me.nd• en.ctment. of 8 . 3033. I ha,·e been &dvieed by the Director of the Bureau or tho Budpt that there II no obJt-ctlon to the tubml•lon or thll report to your oommlttee, wltb t.he UDder­~~?1 t hat no commitment would thtreb7 be mac:le with T'fllped 10 the f'tia... -P <>( lhe propooed lqjal&tloa I<> 1114 pro-<>( lhe l'n!RdoaL V fr)' tn dy ,.oun, 

Haa• 1u tr E. GA.ITOH, 
H Aeti,., 8ceret4rv o/ IM 7'rfU~t"U. On, Ron•T F . W AONIII, 

C~oirJM~t, Cb"''"illH oft Bod i "f aftd Curunq, 
U1tikd &au• Sttt/JU, WcwMI'tf(ow. D. C . 

) 
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l )o4U or GO\'&a:N'OQ or T tu: F &D&ItA.t. Raaan a,..,.. .. 
Wodi"f'tlll, Al•r 1,, 11_. 

noa. Ronn F. W •osa-. ,._, ·~·--
-._ &u•litlf •*' C~t~n'!Cf '-'4".,.,..,_, 
,._,,., .. , lh eilfti S4oh• &JMt~, Wa.Ai"""• 0 . C. 

De-'• Sa:u'TOa W.Ao:ua: Thia. Ia in, responae to your leU« ot &,ty_~ lte. 
UNtln an e1J)tf8elon ot the Board • , .. ,e .... with rt:fmnee to 8. n;ss, a tal 

~ author,ae the purr.lwe by the Reeonstruetion Fi.nante C~atSoa ot ltotk 
o1 FrderaJ home-k>an t:.nbj to amend the Jleeonst:ru~tlon Fln.anee eorpo,;U. 
Aec .. amended: &nd for ather pu:rpole8. ~ 

T'he only tttUon or thl• bill which direetly aft'~t. the fo:tdtrA1 n~ R,..tta. 
'- ~llcm "· •·hlch •·ould amend eection 24 o r the Federal lltter\'f. Aet rtkth~r~ 
10 ttu~ a ulhorl1y of ruUioMI h1u1ka to mak~ real e•Uate loan1. St..~tlon 3 YOuld 
libernlb.n fn tOme l't'efH..'Ct.ll the power o.r nat1onal bank~ to make tt:Al tttal(! IOAAt· 
hut u " maid N'f>rt~nt onl,)' a J)ArtiBI llPJU'OACh to the Jlrohlcm In a bill dt&Unl 
[lrhnnrfly v. Uh 1111rrlatetl 11uhjcct8. It would uot in a ny way atreet til\\ PV•tr ct 
S t a te mtmhf'r hanb 8nd uHt<'r ituiUred StAte. b8nka to m"k~ IIUt'h l01n1. 

Tlttl Uc~rd 11!1 uo t nrh ·U!cd or any ¥ubstanhal reMOn for an lmrntdlate lllworali. 
a:ation uf lhr C'\:l•tln~ J>OW«'r or nft.tional bBnb to nud:e l'(lal t"'l tate lo1u11 and It 
OPf!OtOl'fl tO t hC' ~UIU:i Ill(' Ill or J>ie«mc&J banking lt'giii lAtJOn " 'httt IK) tm.t Gt 
lmmNiiAIC' UtlC'IltY ul8t3, The exb.t h1K laws I\~ unaat llif&etory In many ttt~ 
1H'C'AIUIC' t hco\• l'f'flft l tht! cumutath·e rtsufts ()/ \ '&nOifl anempt• to m~t COOlptUbn 
ronditk•nt ••KI ~J)t('l6<" •ituatioOJ and l'lllt':rgenttet.. 11..e 1\oard would prdn­
t hal run lifT' dttalkod a mtndmtttta to t he banking: t..•·• be J)OI"Ipontd untO U., 
probltm C"An be l h('p ackquatt ~idt'T'ation N part of a ('(MUprt-hfnlh't m1tT 
h>· ('on!P'N ot tbt t-.xittin& bin tins ta•.._ autb aa I hat • ·blc.h your tom.mintoe a.. 
....,.,. autt.ori&td to ..... lu! J)UI"'UA.nt to Stnate Resolution ~o. 12.\. 

Thtrff<N"f' if S. 19381• to be t-oacttd, the 8oa.td would Jlft'(t't that lft11ae Jtlt 
omhttd. 1i your fOntmltt~ ie: not dispo&ed to o:mit Ht1ion 3 from tk .._ 
hMrf'\tr. tht- lt.oa.n-1 hnl»t~ that the' comm iuee · ··m 1h·e eonJkttraUoD to dt 
lollowi~~S: 

N-t15on 2,. ot tht t~f'dtnl Rrwn·e Act applits only to naUon.aJ ba.nkl and autll«­
bN dw111 to male .. rtaJ e.sate 1\*nt tttur«! hy firs-t l ient o n tmprO\'td rtaJ ~t, 
h•C'It~din• lmJ>rO\NI ranu land and impro,·ec:J retldentlal a.nd h llline. proptrtiet. 
•ubjttt to ctrtatn limitations and l't'stricliont. It pro,•idf'l, among Olhtr tlllcp. 
that : 

'''rltf' !\mount ot All\' •uC':b loan hereaftt:r made shall not UCffll M1 ptr etntum 
or 1 he *'l)l)ral .. d ' 'a lue or the real ettAtf offered aasecurH~· Aud no I Ut'll lo.n •ht.U 
lw nuuh• r11r alouJCcr term than fh·e y('ars: CXCElJJt t hat ( I ) Any aueh loan marbt 
madt~ h1 An Alllouut not to cx~l 6() J>t'r C!(!-ntuo• of the apprAIJed \ 'thlt of Uw 
11'&l l'll tlltl• otrNcd tu .erurU ,. nnd ror " term no t. longer than ten )'t"Anlf tbe lof.ll 
I• M'fuN•d lw " " ftntorth.Nf mutlfUI.Re, d('('d or t rust, or otlu"r 1urh ln1ll'lln:lt'tll 
uudrr 1 ha t t''rrnt or '"hit'h tht hUttallmf'nt payment1 are auffic:le nt to 1.1not1Ue ~ 
JWr ('('utwu t\r more o r tbC' flrindpal of the loau within a Jlerloc:l flf not more I ~... 
I I' ll )'f'a,., Md (2) 1 he fottgoht~ Limilaliona and r('trtriet lonJ ahall not prtn111 '"" 
N>ut'•al or t\IC'tYikm or toans tK'TCtofore made and ahaH not apply to~ofiLitt 
lwu~ •t•ith art h~urt"d \lndC'r I be pro\'i!ions or T itlt II or the NaHonal U~ 
AM." 

~&ion 3lll tbt blll ••ould aJut•nd this pro,•Uiion AO uto permtt. amortbtd~ 
to 1M' rnadto for lt'nnt not ~ger than IS years, ina"lrad or 10 ,.,.,._ lrtbtl•­
mf'nt Jla\lnf'llta art' auffl(';mt to amortice 60 pt:r('f"nt , in.ate.d ol 40 ptt'ft'Dl,« 
mo~ of tht 1Ktnr11Jel of the loao withio tu~b J)t'riod. 

Tht llo.n •oufd fa,·or a UbtT&li&atioa of the po•-e-r ol na1ional bant..~~ 
l't'al~lat.t ~u .. 011 an a mort iution oqia, p.ro,·ided that the Ia w trt'te U.O .-­
at tht .amt ttra.-10 .._ ... to do f'\"f'ry1hing • i tbin tb~ pota-er of Cona:rtM \0 pa.cetl 
ln.ml"('(t branU on u f'llual C'Ompr'lith·t ~- with rNPf'C'l to aucb bwlnea 

Tbt Ia•• oltht IS ~_ta tes ao,·e.ming the ruaki.nc of real e.tate k»a. b1 Ewt 
l•n'"- . ,.. far froru Ulllfomt Ba.nt. orp.rtiud Iinder the laww or .otllf a:: 
•~ Ptmtht«< to mall" r'ftl~tate loant on a mueh more HberaJ bruit than Ul 
han\ .. , •bt-n-a. bankt organh:t'd under 1~ law~t or otht-r States are •ubifd c. 
nu.;n- ff\~n! limltatiorq tbau national bank.t. T bi.c pia~ nadonal banb ~~ 1 
t(lfnp.--thht' !llfAfh•antA@:C' In llOint Statf!'8 and State b•nkl aL a eoDtP"'"" 
dtt~Ad\'Jnta,~Ct In otlwor Stat._.., Itt 

• h tll!IIIIUtb a.. A11 kilatc- bAnk, dtrh·e tbeir corporate po"•ers from the la•'f of~ 
!\tfth"'ll In v. hlch ' '~'\' ~·rro Orttanlzed, It t. .. imposaible ror Conai'C!tll 10 tnlarJt: I 
C'OtpOtl\h• J)i)W('rw: \ntt "n." t nlf'rRtnt nt or the powcrw Of llAtiOnAI bank• hal 1 

.... ........ ...... ....... .... .-...... .. .... .. ..... . 
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~-~-r to enoourace tbe eoae.tmtnt- ol State ~tion •imJJ.a..rV eearaina~he 1
'"""""""' s te banb Oo t.be cx.btr ba.od, aince Sc.ate banta can """' IDf'nl~rw 
ponn:F~r: Re.rn·e.Sy.tern and ran ba \-e their depoaic. i.naured only with tho 
fltbt . of CortlrMI a.nd b_y complytn.s with tut.b eoodition~ a. Con,:re. may 
ptnD~~n i il po.~lble fo r ConJt'NII t.o require tbem to conform \0 tbe •me t::f'..:;io.;. ~ fftlrittiont In ~.xtf'Citinl their toi'J)Ora&e po'lrft'8 u Conlfttlll h.u 

rl~ for national ~ntt.. . ...... . 
P'jc: rdf' to tlimlnatt• unjueL tl'-ct lualna&Sorus beh'"ftn nrtc)tlf t~ ol ... n-

';1 ° r he jurWdlcUon ot CortJrtN alid t.o place all ol t~m on an equal COQl~ 
~ub,~t ~- ••ith reapeet to anaJcln1 f"(!al-atat.c lo.nt, in so far a.a h.Jte. • •l&hln the 
pet•_t.n:, Con rt'llill tht"refore it I• rtfpet\fully recommended that·, If teetlon 8 or 
po•b!u • en"~tOO • it be eouPI(l(l with a p rovleton requirins all inaured bankt to 
~i111,k. :.itb tf1e ~arne limitations aud rntrict ion.s on t.he making of reA1.c!ll'l&t.e 
k>Att<~: is 4re aJ>J'IIcablc to natloual bauk1. 

\ •t't\' tn1ly \'OUrtl, 
· · (Sigu cd) Cua:TJ:R M OR.fULL, 

Cheater 1\lorrfll, Sterdory, 

)lr. Jo~ES. Sena tor , when he comes lo re\\·ritjng the FedemJ Ito~ 
:;.rrw• Act. then he is goins.t to wont ch~ loons made for 20 years, nnd 
no1 15 I know, b«:auiM! I talked to Jum. 

S<n~tor GLASS. Well, he is not goinj: to rewrite the Federel n ...,rve 
Art anv time soon. 
· ~Jr. JosE&. Thot io whv I want you to fix _this amount. . 

Senator n·AGSF.R. I will reed to the eonuruttee 1hat portoon or tho 
S..rotal'\··· letter >~•hich rerero I<) tbis oeclion: 

Scetioe; 3 • ·ould a rntnd th<' t-d ... tJu,: Ia " un.rler 1fhich nati~tal han~ may mat~ 
rtt!-e-rarf' bin• in an amount not to C''<C"ftd 60 Jlrrtflll oft l!f appra1"C'd 'alue or 
1M J't2l f!>t.ate ollertd a~ 'ftUrit.) a nd for a tPnn not lontttr than 10 ynnr., i( I he 
!ou anftmft!t t•rof"lda for fn,.ta111llt'n t peymen~ ~u.t6~1ent to amo rthe 40 per· 
ft'tlt olt!M- prinf'iJ•I v.·hhln the 10 ~MI"". 010 as to authonuau~h l.ne•~ to bt n1.1dc 
for a pt"riod of 13 }"f'aN flFO\ ifiM at lcl.!'t 00 pef'ftnt of the JmncJpal 1::. amortiJ~ed 
within the 15 yean~. 

1 think that cleseribeto I hat aecurutely. 
Xstional hauk.,. tan now make "re81-ortate loanfl ~ur-ed oy fllllt lieu,. IIJMHI 

appto\'('d N'l\1 ettale, JnchuliuK lmJJrQ\'cd rarm land and imJ>nwed l.na1luev a ud 
n,o,.idcnt ial prOJ)t rlft'lt" if the ftll iOII IIt. dO('III not t'X<'e<'d "50 pCr(:(!-lll· or the Af)Jlrllllk•d 
''nlu<' of 1 he ~al ~tnlt' otroft(l n~ 80Curlt\'" and for a term of not more th11n II Y<'llf'lil, 
Ctrlflin c•xccpHou;~liN' made". J.'or llu1 tiu.~, the roregoiug Jhuilationll a nd ret~lrlc· 
tion~ do not AJ)J>lY ru rcal-<'iitn.te lo&r'IM which Are insur~ uu~cr the pro\'IPliO~ll of 
t itle H of the :o\ational l l ou,o~lu~ Att.. Another e.xct'phon l.ll that a rMI~tate 
losn ,,..._~. ~ nt1de ••in an AIUOutl\. not to e..\:ct"ed 60 J)tr«nt of the apprai!!OO \ 'aluf! 
of tht- rt"tl (';<"tate OfTfl'f'CI u ~oeturll'' aud for a tc.rm not longer than 10 ~·eat'f U the 
klan i ... JI('('Utf'd lw an arnortlud tuortg~e, dl"ed of tru.-<t, or other tmeh tn'll1nuntnt 
t.md('r rb(o ter-~~or • ·hieh the in~t&llmen: llaVntf"nVJ an sufficient to amortb:e .W 
J"l('•t or mort or lhf' prin<"lpal of t hf' ICNm -.\ iehln a ptriod of not mo~ th.an 10 
r-•~:· h is the ltalif'ited 0440" a r.<l •• 10" Ju thfo pl"«'eding ~nteMe • •bach • ·oufd 
hi- thJnud b\· 1he bill. TM .. -40" •otlld he ehan~ro: to u60'' and the hlO'' to 
"I~.. Thll!o.' national banb taould I~ ptnuiufd to ma..kt; ~~~~•.te lc:.n• or 
klarr matunt) t han at J),.,.....•nt, J)ro,·ided the hic bc-r amort.itauon ts antluded. 

Prior to the euadtntnl or lhe f'cderal ltMt.n·e Ad , national bulb: could not 
cukt rnl b tate toan•. TMfr power to do 80 hu been p~\·tly libtraJiud 
!itt~ tbal limt and tht~ 1. a fUI'Mitantla1 body of opinion to the t fftct t~t h hat 
~ a.tread->· coo tcreatly llbtratia.td. A~rdinsly, the TrtMUry reeom~dlf 
aOJn. .. t stetton 3 or thf' bfll. 

That is thrir comment on that SN:tion. 
~lr. JosQ. flo ,, .. load 110 complaint rrom anybody that it h•• 

brt•n 100 g!'<'ftt)y JibcmJir.rd; 1 meon ho bfts nO complaint (rom Any 
b11nkC'r . Because if you cnnsid('r the bunker who would mAke onr o f 
th~.- loons. if htt won't make it, hi.' woo 't mnke it. Ht' dOC'S not utttd 
a),,,.. to tell him not to mnkc it. H hr would make it, hr ought to be 
Ptrmitlt'd to mokr it. lie ought to be prrmittt'd t.o run his b&nk . 

-···· .. .. ... ·--··-· .... -

) 
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Swator FR.<ztea. Why il i~ tbat the averace conunmi&l b.alr ._ 
been afraid to make 1'81-eet.ate loan. or , at 1-t baa not made-., 
J'8) est.ale loanlf 

Mr. JoN Ita. Real •t.at.a loa~ bave alwaya ~ cunecl-im~ 
00, becau .. it is the bee~ oeeunty they ean have if they make lheiooi 
properly. • th th d . Swator ADAMS. Another. reason '!' at o epoet~ are P'Y•ble 00 demand; and they want the~r.lunds m aucb ahape that if the depooi~on 
come in, they can m~t thear demanda. And ycu eannot eult nol 
ea!Aie loans. 

Mr. Josca. You can cub them !>e~ttr thlJ! Gove_rnment bolllk. 
Senator ~DAII8. We~ •. of COU1il<', tt 11 a ternble th~~~g to d~ 

with a man m your posataon. 
Mr Josr.a. WoU, it is a fact. 
&~ator Towsat:.'<D. Give an illustration of tbat, pleaae. That ;, 

rather atutlinc. 
&nator AoA»S. You - you are from Houaton, and I thiok 

you are judging the United St.ates by Houston. 
You see, we ha,·e not had Jesse Jooeseo in aU our towD$, llld 

t.hey are not prosperinj! liko Houston. 
Mr. J oN£&. What dtd you want? 
Swator TowN&£.'<D. I want an illustration of why real01t.ate 1ooaa 

can be cashed in better than Government bonds. 
Mr. Josu. U the oecuion comea around where your banks .,. 

n>.quired to pav out tbeir deposita to the depositono, they can on11 pay them by the Government's printing money to pay them with. 
Wl1at •ro your deposito- SO billions? 
&nator ADAlia. RougWy. 
Mr. Josa. Suppose the depositono of 20 billiona would come ia 

and ask lor their money: Where are you 60ioJ to get itT It is PI& 
to be printed, and Co~ il going to pnnt 11.. 

S.nator 0LA86. Yes
1 

and we are on an im>deemable baaia now. 
~lr. JoNu. l woula a good deal rather have my money invtlllod 

in the property over there lindieating). 
Senator OLAaa. Yes, and it is difficult to det.armine wb&l tiJo 

property it worth. You • ·ould have to go through a proc• of dolsy; 
and in the meantime the man wbo depoaited the money would bo 
gone out ol the bank. 
. Mr. Jo•••· How are you going to determine bow much money it 
11 worth? 

Senator 0LA88. Well, I cannot determine that, and nobod! cao. 
But once •·• could. 

Mr. Jona. Nobody ean determine it now. 
&Gator TowKa>:No. l am frank to aay I am encouraged by ~ 

you say; but I have been afraid, before, tl1at it waa not aa liquid u 
Government bonds. 

Senator 0••••· I have • piece of property I abould !.ike to oell, but I c~nnot JtOt a taker lor it. 
Senator FRAztu. I believe it waa the bankers who aaid tb&lllle1 

tannot make loana on roal eatate and on ofli- becaUM the Comp­
tro!kr's offito and the uaminers would not atand lor it. 

~Ir, Josu. That is right. The Comptroller's oflioe ;. 1D0 ~ slllcllve. That is why I aay we would be better oil ,..jthoul ~~ 
Canada bu no bank exami.oeno; -....~)and baa no bank e~atnil>tJI; France has none. ...ue 
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&nator FaAar:aa. They -m to ba•e a dift'eren~ ayatem tbao we ~ 
have, and ~pe they clo not hue the ~ked bankers tbat we hue. 

Mr. Jo><a. WeU1 lbMe banb are being run lor profit, and they 
ou bt to be aUowecJ to run th8lll aa they - fit. . ~11tor OLAaa. You would advocate no restrictions? 

Mr JON£11. I do not think there ought to be many. 
Seo.ator WAGNER. Will you diacueo oection 4 and ...,lion 5 now, 

~Ir. Jo-t . ho . Senator ToWNsEND. Seobon 4 aut nue the R . F. C. to make 
..-ym•nt. to the Seoretary of ~ '!-aury lor paN.ial retirement of tla CApital atock or payment of dividenda. 

Senator \V AONJ:R. f do not aee any objection to that. • 
Mr. Josu. That is not controversial, •• it? 
Senator W AON>:a. I abould no~ \ltink 10. 
Section 5? 
&nator ToWNaiNo. Why abould you be required to purchase stock of the Federal bome loan baokf Wl1y abould you be required to do 

tha~t 
Mr. Jo11m. I tried to answer that lor you awhile oao, and I stum­

bled around a good bit. I cannot do a very good job of anawering 
that. 

Swator TowssJ&No. Perbape 1 did not undustand i~ then. 
&nator ADAIII8- It ;. jua~ too plain, ;. it no~T 
&nator OLABB. Well, I coni""" to simplicity. h il the first time 

in the 40 ;veano that I have been in Consr- that I introduced a bill which I d1d not undenotand, but just because I h~d confidenoe in tlte man who ge.-re it to me. . 
Mr. JON£&. Thank you very much lor that, Senator. 
Senator FR.<nu. Aze you going to vote lor it nowf 
&n~~r GLASS. No; I am not going to vote lor that real Mlale propoatUon. \ ( 
senator ADAIIS. 1 bavo been emban-aaaed; becau86 I understood .) 

that &no tor Glasa introduced the bill omd I had confidence in it, but now my confidence is wabbling a little. 
Senator HttRJUMO. Mr. Jolle$, your thought is thu if this is in­

~rea..<ed lrom 10 to 15 yean, it would encourage people to build build­
tngs, becaUM they would know tbe deadlioe is oot 10 JeAno but il 15 ~ears, and you would bave only 40 percent left unpatd inaleld of 
60 percent left unpaid, when it "' due; and that would encountgt! people, booau86 they would have a breathing apeU? 

Mr. JON£8. That is ri~tht. II you are n prudent investor, you would 
be willing to let it come due in 15 yean, but you would not be willinc 
1<> let it come due in 10 yeano. 

&nator Rr;aan<o. And then there would be only 40 pereeM leltf 
:\lr. JONQ. That ia rigM. 

h
&notor Towss.<Nl>. But the cbainnon has raii!ed the point that 

t ere is no need for it. 
~<motor WAGNU. I hve not beard ony teetimony ol o need for it. L..xnator HuarNo. Tbat may be the reaaon; the 10-year limit may 

"" the reuon, whereaa a 16-yearlimit might encourace it. 
b 

~'!· JoHu. Senator, I do not aay it Will put everybody to work, 
ut tt may put somebody to work. 
Sen a. tor O~ae .. Anybody who cannot 1>ay his debt in I 0 yea no haa no busoneaa gomg m debt. 

.... __.. . .._ ... __ ........ - -·~· ··· ........ - ·~~ ...... .... .. 
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~lr. Jona. I think it would be a v~ helpful amendm_entlo lbe llill 
S.naiA>r W AO!<Et. Does tb~ oonuruttee want lo go llllo txetoliT~ 

...sian now! Ia there any~hing !urtberT . 
Senator ADA WI. Mr. C'haumani were you goang to ha•o any fl11111er 

dio<ul!Oion of section 51 I came .ate; perhaps that h"!' al-.!:t "'-a 
oo•••r••l. That it where you penrut 5300,000,000 1o go mlo tbe Ttou. 
ury 10 it will be ava iloble there 10 be spent by tbe Tr<uury and not on 
lhe'iudcbt<'<ln..., of the Fooeml Govemll)ent. 

Mr. JoN£1, I t<'Stifioo, Sen~lo_r, tbat this w~.the R. F . C.'• method, 
with rny coot>eration and JnsJStenee, o f gavmg to tho Treasul)' 
$350,000,000 1111tl pnying it bock ,out of ,the <;"p•tnl u l, thes<l londin~ 
n~eneieR; 1md wo c~tn do Uus watbout unprurmg thmr solvency in 
ftll)• wuy. . . 

Scnntor Ao,\~18. Your eapatol as represented by R. F. C. not6 
OIIL"t'mdin~t, is it not.? 

Mr. JoNt:8. Y cs, t ho cnpitalsU>ek of S500,000,000 W08 npproJ>riated 
by Con~rl!dS in 1032. 
~unlor AD.\)19. But you do not bave anything thnt. does no~ repre. 

sent • borrowing !rom tlae Fooeml Treasury or a borrowing lor whkh 
the Federal Trtasurv is rMpon.•ible? 

Mr. JoN>:a. That 'i• correct. 
&nator Ao 1M& So it i. pure bookkeeping? 
Mr. Jo:<£8. Just bookk<'<'ping; except I said before you eama

1 
I think, 

that if this propoo<ition bad not come up, I waa going 10 a<Jriae the 
R. F. C. to pay a substantial dividend back lo tfac ~reaaury, out or 
our earninp tltis apring. Now we can. \Vc have got. a &.olal gn:. 
oan>illg8o!S2S5,000,000. I think atleast$150,000,000 or $160,000,000 
or it is pc•rlretly oound. 

Se-nator Ao••••· Flow much was charged off awhile back? 
~Jr. JoNt:~. Nothing. 
S.·nntor ADAMS. Was an item charged off 2 years ngo? 
~lr, JoNr.~. By Congress? 
St'nnt.or ADAM&. Yes. 
~'11'. JoN t:8. Yeo; nppropl'iations. But you BJ>propriatocl lho money ; 

it was not our busin088. Congress appropriated R. F . 0. mon.y, 
when they should ha••o appropriated dareetly !rom tho Treasury. 

Senator AoAMS. Th•t is what wo are doing bcro-Mking you to 
put m.on~y bnck, 80 that. we can Rppropriat.c without. borrowing i~ 
ou~IVt'8. 

~lr. JoN£3, T~1at is right; we are putting 80mc money baek, that 
you r.an appropnatt. 

&onator To'A·~:mso .. Don't you think that. since tbc quest~. il 
bound to com• or tho mcrease of tbo debt in tbo rorm of 800 mil11011 
or a billion, it ought to come up tO!letber and not piecemeal! 

~lr: JoNu, S..nator, there is abS:,tutely good r<UOn lor doing tbis. 
•~<at af ~·ou aro ~in~ to incrtase tbo debt to $100,000,000,00<!· 

St-nalor ;~DUIS. ~lr. Jones, if you bad more oontidenca IR Jttae 
Jon .. th•n 111 Con~~ would you vot~ lor this S<'CLion 51 
.~l~. JoNt;s, ,I would \'Ole lor the bill. There is nothing wronc 

\\lt h at; there 10 no bad bookkeeping in it. . 
Semator AoAwe. I waa saying that I hnv.- more eollfidonoo an JfJIIIIl 

Jonts thnn I luwe in Congress. 
~1r. JoN ct. Well, 1 hftvcn't. I tbink CongrCSB is ft ll right. 

A>IESO TIIK RY.OONSTRilCfiOS FINAl<CE OORPORATIOS AOT Z7 

Senator G~· Ob, good gracioua alive. You don't tltink any-
thing of the kind. . . . . 

Senator Huoua. I t.btnk I have a better opllllon of 1t than a good 
many membera of it have, tbei'Me!v ... 

The CHA1RMAI<. Co~ is all right w~en they vote our way, and 
CongrtSS is aU wron~ wl>en tlaey vote &g&IrJSt our way. 

Senator Ouaa. \\ ell, they always vote against my way. 
Senator J.I £RRINO. We oro going lo vote with you on your bill here. 
Senator Oa.A&8. Well, lOJn nolr-n'?ton that ~-esta~e proposition. 
Senator SMATI::It:l l&. 1 move we go wto e:tccut•ve sees•on. 
S<nntor WAGNER, (chnir~on of the subcommittee). Gentlemen , wo 

shall go int.o c .. xoout•vo 8C8810 n . 
('fhorcupon, a t. 12 o'clock ryoon, the subcommittee went into 

c~(>CI.Ith'e scss1on, ond tho comrmt.too reporter was excused .) 

X 

) 
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ll&tional b&nlco oan now alto "r-.1 u tato lO&na o" urod 
by tiro t l iono upon a ppra.od real o otato, tuolud~nc iapraYed t aro 
laM and 1apron4 buoi nou and rooidoatie.l ?J'O;:>ortioa" 1t tll.o .... ount 
dooa 110t onHCI "50 per •- of tho "'PPr&iood ft l uo ot tho real 
utato ottorod u ooouritr" and tor a tora ~ DOt ..,,.. than 5 :pearo . 
Certain anoptiona are • ••· Por inot...,.. , tllo toror;oi "' llai ta­
tiona a :>d reatrto tioco do not • P?ly to r-.1 utoto l oano wbioh are 
iuurod UDd or tho pr a.hiOAo ot Title II ot tho ~ational <louo111(. -'.c t . 
Anothe r u oopt i on 1o that a real ootato l OILD M Y be -.lo "in an 
BJCOunt not t o tll[OO M eO P"r Cantua Ot t ho &ppr&iood 'tal uo of t!w 
r t al oet•t e ottered &I ••ot,rity a.od t or a t ·en. not lo~or thaD t en 
yoe.ro l t t ho lOILD 1o ooourad by ILD ...,rtiaod ..-tpeo, dood ot truat, 
or otht;r ouoh inotru..nt undor t h o t onu ot wbio h tho i natall• Dt 
paymont a are o..ttiolont to -..t ilo 40 F;i oc- or ...,.. ot tllo 
pr lnoipel of t ho l oan w1 thin • per \ oa 0 Dot ...... than 10 E.Jio". 
It i o tho rmdorUnod <&0 e.nd 10 i n tho prooodinr; oontonoo II would 
bu ohantod by tho bill . n.o 40 would bo ohangod t o eo and tho 10 
to 16. ttwo, nationol bolllto would bo peraittod to • lc• real ootato 
loano of looser ""tur Hy t han at proaont, pr<rridod tllo bir;hor ...,rti• 
&a t! on 11 \:1-~luded. . 

Prior to tho o:>aotlooot ot t!lo Podorol 1oOorft Ao t, na­
ti on&l ba . .,lt a oould not -.ke r•l Htat e loan•• 7htl r power to do 
eo hoa boon ?rogroool?oly lib ero.li&od alnoe that t iM a nd tho r o i o 
a " "batantial body or opi nion to tho ottoot that it hu boon al ready 
too eroat l.y Ubora llaod . AooordiQ&l y, tho 'lrOUUJ')' roo-..o 
a;:; .. lnat ~eotion a ot tho bill . 

n-o Soorotary ot tha ~Oill'Y hol do all tho otoolc ot tha 
,,ooonot r uotion ?ina.no o CorporatiClft, \n tha total uount ot t500,000 , ­
ooo. Soot1on 4 of tllo bill woul4 a uthorise tho Cor p.,.tion, with 
the a o~rOftl ot tho Fodorol Loan A<lllini otro.tor, to ->:o par-uta 
to •bo Soor otary or tho troaaury tor tho partiu roti r ...,t ot i h 
capi tal atocl: at ;>ar, or in poyaeot ot 41ndendo oa auoh a toelc tr ... 
tho oarni~a ot t ho Corponticm. Si DOo , under exiati nc law, t ha 
a; grep• • aaouut ot the notea , 4 •H.oturee . bond• or other obu, a.­
~tono or t ha l!ooono t ruotion 71nanu Corporation i u uod and out otand• 
i~ h buod upo" tho .._.nt or tho ~Orpor&ti oo• a ouboorlbed oap-
1 tal, t ho bi ll pr<rri~a that tllo &f>6ro.,ata oaouut ot ouob obUt.,._ 
ti ona W'Moh tho ~orporation i a authorhod t<> iuuo aD4 ha1'0 out• 
ota.>cU "6 ohul not bo d-ood or attoot&d bt r ... on ot the -1-
lotion or r etlr-Dt of~ ot tho oaoital atoolc ot tha Corp••ti• · 
Froa t ho atandpoint of t ho troaoiU'y tllno 1a no ol>j oo tion to t bio 
aa.a.d&»n t. 
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IMU• ' ...-1 ... U..\ tbo .,.....,. .. _, .... ~ U.. c.r,.rau. \e ,....... o\Mit .r I'Meral ._ t.u a-u ...._ s..­
Uoa 1. • \e nUn tllo oapi\el nou at tllo CwpoweUoa ... Jler 
u'fldMU • ....., neat ..,._ ... u_ '• M7 .. , __. t.JOO.ooo.ooo. 
U.. .,,.....w _, \e lie ~..S.od ..., U.. IMH\&17 ct the tna­
ftrT• tllo a-.v-uoa n-o C.pot•Uoa• w1tll tllo a,....-1 ot u.. r~ '-a .....,..,..~tor. 1e \e dotondao ..,.t por\1- ot u.. 
.,....,a\o -t ~ ..., U.. ... n\&17 of tho 'll-oa1111J7 ..U 
be '"" tor tbo purebaoo ot o\oelt of tl>o Podor al lloao Loan Banta, 
tllo n\11'-t ot tho •p1tal o\c4lt of tbo ....,.et.ructton I'I.MMe 
Corpwot1oa, ... tbo ,.,. .. t ot eli~ "" tbo oopi\al o\c4lr .r 
tiiO Co.,....ttoa, fllo ,........,. UO DO Obj00\1011 \o tl>io JlrGTioi•• 

fttb U.. -eptioa of tile ,.-orta1 ... \o wlliob ••Joet.lOil h .... aboft, u.. ,......,. Depo.rtMa\ r•·--·· __ , of •• me. 
I ..... baeD MYiood l!r U.o Director ot tl>o hrMu ot t11o 

Wco\ U..\ tb•• 1o Do oloJootioa to t11o euba1oo10t\ ot thio npon 
to 'f'1V e-1\\M• wl\h \bo ..._.tutliac \bet .. ~--\ waU 
til-~ lie M<!o Ditb "opoot to tbo n loUoeobip of tbo propoood 
l.,UloUoD \o tllo Pftii'U ot tbo holidoD\, 

... ~Mer\., ...... . 
a..u.., C..S.\ ... - lee,H • 

... Ow: •• 
tlllW lta\eo ..... 
..,..,.. D. a, 

(tipod) IDUIT I. CW!OII 

~S..C locre\&17 ol tbo ~ • 

•• ca 
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Secretary of Statt, 

Washington. 

S cve:1t e entho 

II .\'t!ACHE Cot-"!JEROE . 

11627 

PLAIN 

TOICYO VIA SHANGHAI & Ml 

Dat t<1 !lay l<6. 1940 

Reo 1d 8 : 28 P e ll e 
May 17 

73 1 J:n:r :iftEcnth. Japanese trading, sr.tppins -.nc! 

industrial circles roportedly ccnccrned rcgard~ng latest 

Europc.nn war dev Elopments and cnv,.sion Belgi UJ:t and licth cr­

l:lnds vt cw br.li t f hostil1t1ts will spread still 

further nnd involve otiler nations . Industrial circl eo 

rcportcdl:r c oncerned rcgardi.n<J increased di f ficul ty antici­

pated securing vital foreign r aw nnterinls r equired for 

heavy industries . i"lhlle protracted r.sr might benefit 

Japan ' s exports eventually, nost r ecent developments ~ill 

~can s ;rengthenin~ 1~port co:1trols in 3ritish, French and 

Netherlands t erritori es which will ser!.ously affect Japanes e 

export trade t h ese territories. Particular c oncern felt 

rE(;ardl. ng possibl e v1i t hdrar1al N ctherlands shippin.:; fro:n 

Jnpan South Seas servi ces vhieit Hould rnal< t ir.Jports of 

llttherl ands Indies r ubber petroleum scr ap iron and bauxi t e 

difficult in viet: acute shortage Japanese bottODs . Sharp 

drop 
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drop stErling following latEst Ttar dcvdopncnta rEsul.t cd 

temporary suspension Tokyo ytn stErling quotations on llay 

Elcvtnth but buaincso rcstuntd thirteEnth •·•ith EXchange bonks 

rtotiving pcrtnisoion quotE nominal rotEo individually nnd 

f rEEly a s thEy dEem proper. Prior ouspEnslon stErling 

transac t i ons ElevEnth nominal sElling rate against pound 

uos quoted a t onE shil.linc fivE and thir t EEn sixtEenths 

pmcE, loncs t pricE stErling t!:l"ll's yEn sinc E Aucust 19:52. 

Nominal ;r tn stn•l!.::tg sEllins r a te IJa)' t hirt EEnth onE ship­

ping f ivE and f ivE t!.Ghth pencE end buying rotc one shipping 

five a nd seven thirt)' sEconds , cnoto Ytn dollars rotc rc­

mo~ I\Ed unchanged at tvrcnty tbret ancl sEvtn sixttcntbs , In 

ordEr supplcncnt suppl!.Es da5.ly nEcESsities and cons crvc 

suppli eo importnnt ntntcrio.l. governmEnt rEportEdly intends 

rEs trict production end s o le or non- urgEnt goods and luxuries. 

i;eonuhil£ govc.rnmmt bas announcEd nntionuidE "ticlctt ration--­in,:: s ys tcn f or matchEs sucor uill bE introduced frCI"' Jul.y 

f1 r at , ilcnthly allotment match es p Er person tuo small boxEs 

or about fivE ~~tchEs pEr dny. Monthly sugar allotmEnt uil.l 

G."!lount point sevEn Eight poilndo ptr ptraon. Aloe reported 

coupon oystcm to be adopted for l l nittd amount cotton goods 

frOIJI beginning JunE, bul.lc of rhich nill be distributed 

rural areas. FinancE Ministry authoriti cs rt!>ortcdly 

mgogEd 
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Eng~acd drafting measures support value military notes in 

Oh.ina ~Jainst drastic decline value fapi.. Steps reported 

under consideration inc lude strict maintenance present 

buyinG and selling rates for mi litary notes , withdraual 

of army notes to army notes to some extent , stricter 

control ovtr expcnd1 turcs by travEllers and cncouragc:~cnt 

~rto from Ja,anesc controlled areas . Wcanwhilc govcrn­

oent ~As oovcd t o check travel to yen bloc areas by rc­

quirine all Japanes e citi zens to suboit evidence or GOOd 

reason for visiting Japanese controlled areas . Reports 

fror.1 Peipir.g de,t cd fourt E cnth a tatE Japan co c banl:s llorth 

China ins t:ructcd refuse accent or mal(£ pa:"Intnts in notes 

of banks Japan, Chosen, TnirJan, ••anohulruo, and lionsolia in 

Effort to force uider usc North China federal reserve 

currency. In further tffort sup•1ort value federal reserve 

notEs an(\ mil'.tary notes and adjustins .i'orcign trade uith 

O~nd to prevent excess shipment to that country and en­

sure Chinese i~9orts required Japan, China Affairs Board 

nnd FinancE !linistr y repor tedly aJrted levy control t a:>< one 

excess profits made from sale ~oods to China and oreaniza­

tion i tnportcrs and EXporters 3\lilds . Ta:>< collected from 

E:><oess profi ts made from salE Chineae GOods to Japan l7ill 

renortcdly be allocAted to i>a'lor tcra guilds this country t o 

c~~pcnsnte tor lossco suffered due rising comcod.i ty pric es 

in Chinn. Tone or stock aar kct dull past week until news 

spread 

-sJ 
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nprcad hostilities recEived nhcn nome iaouca firmed sllghtly 

but optir.1istio buying noticeably abcnnt due apprcnthsion 

regardina possible involvement Japan over status Nct~erland 

Indies, Future trade prospects also so uncertain that c 

cautious sentiment marked t1•ading. Bank Japan note issuE 

llay El EVtnth thrEE one threE naught million d eclinE onE 

t!VE thri:c million past wce!c. Bank J apan loans Uay el eventh 

five naught f'iv~ million decline four four million during 

rteek . Japan Central Silk Association has reportedly 

petitioned government to tal:t s tepa stabilize r a\f sillt 

quotations and has made follonin::; proposals : s ' ,andard 

l1mi t for l'aw s i lk for year b cg j.nninG J uly f irst should b E 

established at otlE six fivE naught yen p er bale \11th 

govErnment buyi ng sill< from reserve fund to stabilize 

prioc if quotations fall twenty p cr ocnt b elow this lEVEl 

and providing t r ansac tions above two thousand yen ltvtlJ 

thlrt;r per cent of any Ll4r g!.n over standard price, forty 

per ocnt over margin c:xcess Eighteen hundred yen, and total 

cxceas over two thousand y en should be earmarked for rcservw 

fund. During week endi ng Uay eleventh raw silk prices 

advancEd by one six five per bale to one oix onE naught 

undc~ stimul us of cxpcotation that Central Raw o~lk Ass~ 

ciation ' a proposals ttould b e acceptable to GQVtrnmcnt and 

reports or drunag£ to mulbtr~y trees oauaed by recent frost , 

Ea t mat td loss to spring cocoon orop from f rost about t our 

p er 
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pEr cent from orir;inal csti::tatcc . April ailk shipments 

totalled one eie;ht three six five 'balta valued at 

~hrt£ naught cie;ht tT1o three thousand yen , declining ten 

poilt t Eight per cent value and sEventEEn po'.nt ninE per acnt 

value co:-tparcd J)rcvious manth. April shi pments .included 

onE tno f o ur onE ninE bales to UnitEd States, five four 

1' 1vc tl'.rEE bales to EuropE and four five thrEE balE<> to 

.. us :rnlia. Japrutes c press rEports clail!l th:::t serious 

c ::orts r1ill be r.>r.dt dEVElop tra:.c relations nith Far 

Ec.atErn countries end concr Ete -,r opooals a i rcnd;· r t portcd 

!l&VE b een drafted for 'Pas is of' t1C{;otl:tt!ons rti t'1 Turkey 1 

Iran, Iraq , Syr$.3. 1 A:ehanistan, enc". Orttc£ .. Fo:ce:ign 

tradE read thoooands cxporta one to s i x seven nine tllrEE 

!. ·ro1•t" '1.. '1£ onE five seven ('!vt . 'l't•ad t t•/'.th for eign 

ourrc:tor countries first ::'our ::tor.tl's c:r.r-orts fiv e s!:: two 

c·£··t cnc ..:cur i ·;?orto ni•l~ naught f'<vc ci::;ht thrcc t'trE£ 1 

I. pN•ta excess totalled t~Et fo•II' t :trcc nau(;bt six ,-,~r.t 

or :: nc tT1o one t~vc tr:o larscr than corrcspondin& period 

co•:ao.:•pcr . Induatrial sl:ll'E prices Eltvcntl:. ninety six point 

nnu(Iht nine indEx ninety ci c;ht point forty eight t7EE!:s 

r.vErn..;c ninety sl. :.: point rt~tEtn index ninety Eit;ht !)Oint 

£~.-:ty !'our. E~iD. Si ,3n t d Smith. " 

HFC:l:: co·;; :ERCE. 

GREY/ 

:iPL 

S3 
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CONFIDENT!AJ. 94 

(Contidential) 

P.A.R.A.PBR.A.SB 

A. telegram of May 1&, 1g.o, from Con&ul Reed at 

Hanoi reads substantially as f ollowe : 

On aooou.nt of the u.noertain oondi tiona pravailill8 

i .n the Par East and the alleged need of keeping a stock 

ot truoke which -Y be praseed into eervica in case 

there ia an adverse development in the situat~,~­

tha time baill8 the Governor General of Indochina ¥l-~ 
t he exportation to China of trucks, aooordill8 to intor-

maticn reaching Consul Read. The aotion atte ota about 

&50 truoke whioh are at Haiphong now and wb.ioh '!"'re 

boupt under the Uni vereal Trading Company loan, 
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T ELECRAi l S81T 

VRH 

AI ERICAN LEGATION 

S !'OCKHO!Ji 

150 , sixtEEnth, 

Your 507, l:ay 14, 

PLAIN 

Hay 1 6, 1940 

f,ie£nS E rEqUirEd bd'Ort funds can bE t r ansfErrEd 

frcn Dan1s:1 account in CEntral Hanov Er Bank Trust 

Company to acGount Stoel:holm Ena'cilda Bank in SW1l £ 

innti tution, Ap9li cntions should be fil ed tP~ough 

rE..;ula r chan nEls r.u,lcinG f'\>11 disclosurE of t h E facts , 

E.'. : <'L : IiSG Eu 

HULL 

(FL) 

9i 
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I STR. II r. TI V CO NFIDENTIAl_-
-fr:tt'A¥:.6(!N DEPARTMENT 

INTER.OFFICIE COMMUNICATION 

OAT& llq 16, 1911o 

TO SoorotUT llorp~>.tbu. 

"'o" Mr. Ooollru 

J.t 5115 ;yeoterclq onni~~& Mr. Lh·uoy ot the State Depart .. Dt told • 
'by telephoo.e tbat Dr. Jell would diocuoo tho w.'bJoot ot coDtid ... Ual cal>1o­
sraa llo . 686 .... t by J.abaooedor Bullltt Ul>dor date ot Mao7 15, 19lto. Yith 
tlndor Soorot&rT Yolloo 011. 'rlla.roclq IIOrl>iJ~&. Lh-oooy bed Juot oent the .,,._ 
oaco o·rer to ... .,d would we1cOM &11.7 co-Dt that "" msbt care to "'*•· 

I OOD.t a oopy ot the cal>losraa to the Soorot&rT' o roo1doD.Oo Yith the 
11.0to thereon to the ottoct tbat Hr. Borutola, I boll.-.., acz-ood Yitll • 

9S 

that tho OoTo.,..at ohcnlld DOt talco a pooltion on thio •ttor to tb. onODt 
ot clrlnc oa ottlotel. .......u.c. On tho other hand, I thol~Cht Mr. Bun Bt.rrlo 
aicllt 'bo a'blo to """"ot a wq tor dioGUioiliC tho .attar iDto.-117 vi\h 
J.aorlcan iDRr&DOo oo.p&llioo, It thio vaa tOII.Dd doolrablo. I aenU .... d thio 
ou'bJoct to tho SoorotUT at lh4o thio JDOrD.iDC· Bo tlloutl>t vo oho'Cil.d tab 
no poolUon UD.luo prooood by tho Depart .. at ot State, 

.t.ttor tho 9•30 ... u"& I ohovod Hr. Baoil Barril a copy ot tho •••ace• 
Jetter to 'bo prepared oho'Cil.d tho State Dopart .. nt plsce tho queeUoD htoro 
uo tor our opinion, lt ,... acrood thot Mr. ll&rrlo oho'Cil.d -· a ditcro•• 
inquiry ot tho larceet .arlao iae-..ranoo ooapa11.7 la low Torll:, )(oeore, Jolllloon 
&nd Bi&"&Ono. Hr. Barrio telephoaod • at 10Jl5 tbat ho bed epokon Yith hit 
trioD.d, Labotoaz, In tho aboYo .. ,.uoaod tlra. Bo bed beoD 1Dtoraod thot 
not onr 5~ ot tho total ot Ital1u .ariao iD.wruoo vao cOYorod 011. thio 
aarlcot. fllio 'buolaooe -'led neYor boon nry ..,ceptal>lo to J.Mrtcu '0.114ervrHere. 
It &D7 roquoet t ho'Cil.d bo .edo """• lt vu the boliet that tho J.ael'i....., 
coap&nioo woul• llOt ..,c.pt &11.7 fUrther ltali&ll lDraraDco. Hr. Lahotoaz vao 
not ......,.. that' &11.7 rocont inqulflol bed boon rooohod tor placiD& .. ,.. Itallu 
lnouraDco on thio -..rll:ot, bat ho 'promeod· to 1oolc lato tho oituaUon aDd lot 
Mr. Barrio kllov It ho bed &11.7 .... 1Dto,...UOil ot iD.terut. 

At 10120, in acro-t Yitll Hr. Barril, I telephoned l!r. Llnooy c4 
can ha tho torosoiJI& 1Dtoratioa. J.t 10130 Dr. rote to1epllonod .. 'boock 
otaUnc that ho bed diocuaood tho ...ttor Yith )(r, Yolloe aD.d tbat the latter 
ocrood vith uo that ,. aho'Cil.d do .. ,Iliac Ia tho proallu, oiD.co the State 
Det>artcont 11 alto coa'fillCod tbat Jaerlcout uadorvrl tero would DOt ao>eept &11.7 
""" Italloa 'buolnou, Dr. loh tbaDitod uo tor tho 1DtoraaUon whtch Hr. Barrio 
hod o'btalnod, I told Mr. Barrio 1-dia toly ot thh co,.,oroauon, pd. ho oaid 
he WOuld do llOthiliC 1101'0 UD.lOOI he hoard froll ... Mro Barril pYI oddod b­
tOI'IlOUOn to tho ottoot that a triad ln Jov Torll: thcucht tbat It vo'Cil.d be 
hopoulblo to C&D.Ool &11.7 oa.btaD.diliC ln-o Ul>dor oxlotiJI& COilt,...,b. 
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!lot ...,.,.kz7 <d Sta\a pre..,.h lob oo.pllMah 

to \be llo110ra\le \be horakz7 of \loa tra_,-, aa4 

&IIOloe .. o• COP7 <d pampbr&M <d \a~ •o. 616 

<d *T 15 fro• Parle, 
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p.tJW'BB,UI <a ntaoptu DCEilJ.D 

nail J..ericaD :Dibaoq, Parh, l'r&DOe 

nt.'l'ill llaT 15, 19lio, 6 p , a, 

NO.I 686 

RIISII, 

!'be tollorlllc h otrictl7 co..ticlelltial, 

ror the Preoiclellt, the Seoretar7 ot S\ah aD4 tbe 

Seoretar7 ot the t .... lllrJ'. 

I bau Jv,at b"n told b7 Cbar ... rlat tbat the Italiano 

ue eak1nc tnuuter ot all the inouraz~ce on tbair ebipo h-oao 

looDdoll to the United Statu, The obJect ot the I\allue 

h to be paid ill good Allericaz~ dollare in cae• ot -.r lo .. ee. 

It i e •7 beliet thAt the United Statee OoTernmellt 

dleoreetl7 ebould hcue a -.rni~~t: to a ll IJ, S, in.......,ce 

coapanioe to retu.e to ieoue &107 ..rine illeuruce to the 

Ualiue, Ill addltion, I belle ... tbat thq llhould be 

adTi .. d to cucel ~ ouh\andln& ineurance ot tbie nature. 

It aipt haTe • .,.. intluence it t.bh act eboo:Ud beco• !moe 

toD.l.&ht in I\al7 - i t h a cood olul> at ~ rate. 

BULLI!'l', 

'll iLft 

98 
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TREASURY DEPARTMENT 
99 

DAft llolr 16, lgljo, 

·- ICr. Cochr ... CONFIDENTIAL 
Altboueh oterllll& op•ecl. at 3.21, three ceah lover tbaa laot Dlcbt'o 

elooo, tho rate .mlbt.tecl. a fU. t&lld- all 4q aa4 reaobecl. a bleb of 3.2fr.l/2 
lato lD tho a!hJ"BOon. !ho f~ qaotaUon vao 3,25. !lao t-araoTer ftcm-oo 
£1 TOD bllov l...Ucato that tbe wlaao of trw41DC 1a otarliDC •o Ucbt todq. 

Salu ot opot eterllllc 117 tbe ol.z report1JI& bomb htalecl. lio3JS,OOO, 
r ... tho follovbc ..,..._.: 

If ca.a•rcial ~ ..................•..................• ~.000 
!7 forolp bomb (Jar :laot, Jbrope aa4 lout II -...tea) •• • • •• 

total. • •••..• 

Purchaooo ot opot otarllll& ......,.,eel to 1025S,OOO, •• lll41oate4 bllow: 

!7 ...... arclal CODC&rDO, • •. • , •.,.,.,,, •••••• •• •••••••••• • ••• • 10179,000 ( 

!7 forelCJl bomb (:lurope 11>14 Jar :laot) • • · •• • • • • · · · • • • • · • • • • ·t~] 
!o,al .. ...... . 1 

Tile followlDC roportlDC ~ ool4 ooUoa blllo totallll& 1012,000 to tho 
Brltlab Control on tile 'baolo of tllo ottl c lal rate ot li.02-l/2: 

10 9 ,000 'IV tbe .. ttolllll Cttr llult 
1.000 117 tbe Ouaru.tr 'l'ruat Ooapa"V' 

1012,000 total 

!he to..- qaotaUou tor ohrltDC. IIIUoll -k--4 c=&UarablJ 4v.rlDC 
tho thr11 d.qo tollowlDC o-ar•• l.DftolOil ot tho Low a-trt11, ha.,. ..,_ 
& f U.... t&lld&CJ Wo "'*• aa4 are - q'AOtecl. clooo to pre-111fto10D lftllo. 
l.'od.q'o 4hcout for .. an~ 4el1nrr.,.. 1-3/1¥. eo~ td.tll 2- 31'¥ 
011 lloll4q len . !he 4hcoaat tor U!No aoathl 4el1nrr.,.. "-3/11, eo oor­
paro4 wl th 6-1/21. 

DnalGpreDh 1a tbe otller l.llporteat wn-~11 were eo follovo: 

'fl:lo rr.oll t......, 80T04 wltll oterUDC 011 tbe beoh ot a crou rate 
ot 176.lio fraaco per poW14. It olooecl. at .01111-1/li. 

'fl:lo lwloo fJ'Uc, after aoTiDC ott to a ..., low ot ,l!lJO, •boequelltlJ 
r oconrecl. to .2150. It olooecl. at . 2135. 

'flle 41-t tor tile 0Mo41a 4eller colltt-M to wl4• to411J'. 
4t tbe olooo , 1t ... 19-lfltt.. 

!he fl.ael fiiiOteUon tor tile rol-.utc •o . llooo. 
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fho rate for the ;raan apinat oterllac •o ""Ch•ncecl 1a ""Msh•', 
at }-15/164. Ill t .... o ot dollaro, 1t illproYod 1/16/ to 5-5/16/. 

Tho l'odaral !lour ... llaDk reported tho followiJIC ohi~ento ot cold 
troa r:o.tli\J1d , which will be oold t o tho tJ. S. 4oO&T Office at lew York: 

$1 , 6~6.000 reprounUilfl two ohipMnto b7 S...Uol Montacu cl C0111paJ17, London, 
to tho :B&Ditera Tl'Uat Compa~~y, New Y0rlc. 

1UO 

42,000 ohippod by the Cluaran\7 Tl'Uot Coll])&n7 , London, to ita head offico 
ill Jrew York. 

}6,000 ohipped by Samuel Montacu & Coii])&D1 to the Cluarant7 Tl'Uot CoapaD)', 
Jrw Yorlc. 

"'$1:-,""'72""4'"',ooo= 'l'otal 

Altho"&h there vaa no holidaT in India todaT, a lew York bank reeehed 
a cable troa lloa'ba7 otatillg that the bullion IO&l"koto iD that center were 
cloaed. 

The price f'ixed f or opot ail'l'er in London adYaJ>ced 7/164 to 2}-1/2d. 
The forward quotation vao 23- 5 / 164, up 3/Sd. The tJ. 6. oquiftl.ento were 
}4.26; and }}.62,t reopectinl)'. Indi&D aDd opoculatin 1ntereota vero ap1n 
reported ao buyoro in a oull marlcet. The London aiher prleea are nov ooao 
2-l/24 h1,;bor thnn thooe which prevailed laat Thllradq, aDd in the ••• period 
the U. S. equ1Yalenta han uperionced a not p.in ot about 2-l/2f, 

llan4¥ and l!an>an'o oettlement price tor foroisn ai1Yer vao unchanged at 
34-3/~~ . Tho 1'roaiU1"7' o purehaoo price for foreip ailvor vaa &lao unchanged 
At J 5f, 

'.to &Ado no purchaoeo of ailYar under tho SUnr Purchaae J.ct todq. 

CONFIDENTIAL 
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AKERIO.t.N LEGATION 

STOCKHOLM 

TELEG!Wi SUIT 

151 , Silttunth. 

Your 503, May 14. 

PLAIII 

May 16, 1940 

Oannot ann~r inquiry rc removal of dollar balancu 

Hew York banks in absEnce of applications for licEnses 

filed through r£gular channels making full disclosure 

of facta , FuturE dEposita will be subject to cont rol 

of Executive Order 8405 of Yay 10, 1940. 

E.t.:rL:IISG EO 

HULL 
(fL) 

101 
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horetuJ ot lt&h, 

l'u111llcto,.. 

datal 

CO~T 

!he cu.ilur or the letherlaGU lAcUu 1• """ a .,_ 

pleh)T U.u:peAUat .,........~with abou.t oae 'billloa 

auilunt &old r .. arn ill lin Tork, Ca~tc.a, &114 'LoD4Da, 

.ada v:p or ro ... r ••therlaGU &114 letharl.aa4a Ia41•• 
cold re ......... ae>eordillg to a wa~ioto:rMd }()coal official. 

'!'hero will 'be no rasulationa U.tarter!JI& with the aellill& 

or 'bWllll> ot toraip e:o:chellga tor l&&ltt.ah 1Na1Daoo lUll!. 

other tl'&lllactiono or purpoo••· 'l'ha pilur 11 tlad to 

the .U.r1c&D dollar. It la pl.alu>a4 _,. the 00ftnMilt to 

p11'bl1oh racuJ,at10110 to cODtrol toreip •zchn~ trano­

Uono on llq 20th. :ro ... r ruit\anceo to the ••therlallU 

Whleh aftr&&ed aec orcUil& to an ottlc lal ---D\ 
aroua4 wo h\1.114n4 tuv a1111oa pllun Te&rlT haft """ all 

'b .. D atop~4. l'han ~ah aro oa.pl.ete4 tor keepbc 

the tlm4o rr... ptt!JI& U.to U. h&Du of \he • ...,. , 1\ 1e 

pl • nne4 to real\ rolla! tun4a, ~aoioll t'wl4o tor widon 

aD4 certain othero, al eo .aD1ao tor the ..,Upon\ c4 

alate-• of the ••tharlaGU Mrfl whiob 1e •• 'bela& 

orpaioM 

i02 
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orp~~hM ill Allle4 c-\rt .. , o\o. 0~4 wU.h 

fo,...r aAIIII&l •·-Utazw:eo, U 1e upeoh4 \he\ \ho \o\al. 

of tho foreso1oc will be ollall, wbloh IIIII' reou.l\ 111 U.. 

IncUoo, wl\1> 1\o larso 1•o.rlr export ourplua, ba't'iDC 111 

tho future & Wl7 larp uDU&l :ta. ... orablo l>&lanco of 

~onto. !be llo\horl&nU In41oo p1.14or'a pooltioa 

• 011.14 ooo•, therefore, to be .,...,. o\roac. 

~I CJIUBLS18S 

10~ 
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R. " .Jrl 

F. I 

E: 

H.•· .J,..a 

-. 

II , M,Jrl 

t: l 

{J'.AY 16 , 19~ 
' 'to I>•"'· 

Rel ln, Sena tor. How are vou' 

Fi ne, air. Row are vo~ 

nov d1~ yeu like Wha t t he Pree1d ent eat~ 

Coul dn 1 t be a n,. better I I tellyou one th1~, · 
1 t •e 1'0 1~ to &erYe u en a nU'Ilote, I belle,.., 
t o all t hl e h ,..ter1a t ha t• • ro tnR around th e 
Ofluntry abo ut ua not being prfll)ared, 

Yeah . 

io4 ~ 

I 'll tell you, lf you read t he record, t he l aat -­
Juat about the laat two J>A!Je l of l ut ni~t' • -­
or yaeterllay a fternoon, You 'll flnd ~ore m1e-
1ntornnt1on t here t han any reoord I 'Ye eYer read , 
It'• a orl .,e for people to g ilt up on t h e Senate 
floor and talk about thtn~ when t hey don ' t know 
What 1t'a all about. 

Well now, what oan I do toda1" 

Wall na~t, thte te Wha t T' d lllte 1'0•1 t o ~o f or ne. 
You reoall t h ree or t onr ,eare - - t hree year• •so 
When Senator Oftrton a nd I oalled on you with 
referenoe t o t h e a ppolntMnt of e Collector of 
Internal fteYenue, Kr. Fontenot , and 1t wae your 
deetre to ~p hia there . " cv, I ha1'e poelt1,.. 
infomatlon thftt Jlr. Fo nteno t baa been woJ'Itinlf 
for the ))elt 12 MODthe ar-Unet ne - he vante to 
be a oancUdAte against ._, &nd in order t o -
OOD))lillh hie purpoee h e' • go i ng t o NliRn o I 
underat end, from t h e -- froa t he preeent dutiee 
he' • oeoupylnt;. 

Yeah. 

An4 what I vent yeu to llo , Mr . lleoretary- I'n 
been h - pitchi ng all I ltnow bow and tbe1're 
ell trying to get 11e c!hwn there, and what I want 
1'QU to do, if 1011 vill, 11 to ooneul t vith 
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l! , l!,.Jpl 

II 

I I 

I I 

II 

Ill 

••• 
.._._ owrton .a ..-it •• eo. •• •• ' "••• .................... 
llel}ot 

Y• •• etr. • 
Vall, Chat'• a ratr reqaeet, 

Telo 

!'hat•• a talr reqaeat • 

., ... 
Wall, an)' ttaa :Joa ll'fttlMten 11'1 fta4)' wtU ,.,. t.e 
• • ltaoWt 

r .. , etr. v.u, wtlaa t• he rotar to "'tpt 
1•p - tbll ta tile tlNt 1•,. ,._... ot tt. 

Ob, u .,., .SIIfl" 

1 ba,."~' bMJod a thl"'f• 1•11 1oo11 lato tt. 

01t w11, I'" sot .. ....,.1 talep • till• •Ntar 
&at MtwMa J'Va an4 .. , 'ICI'o .._.....,, I ba,. a 
...,tb-le-taw - -· ot ..... I'• aot tl7lar 
to .. , hla 111 tbe '-4 or a.,.lar Uka ••-
""' ~ ...,,..._ta-t. baa "" wRtar 11 -
........ r.tlteaot ,., ...... , ... ,.... .. . 
•••• • lp1...at4 tiD)' ... he ..... - .. ......... 
ot the aeurtu .... ""• Pettteaot---' 
MAw I aoalA .... ~1)' .. , ..... ,_,_, la a 
._,_. (t) blat I Aoatt wl'll .. , ~· I taa1 t 
... , '' 4o ~ lllla aatl I ... t ... , " 
Wins h Dell&"-'tt ta 1leA 1 "'' _. Wlllllar 
lba Wsat. "- oal; tl!lntr r allr la bt lt _. 
Willa lla Alae "'~• pl1111 let • 11111t •-
11o«)' anc1 lt - wT'\1 «f.W ,.. I ,...1 ..... , 
..... , 11 to pat • po4 - tll- .. lt -·· 
aet ·aauatao._., anc1 toe•'' ... , Q11 wUll the 
JM1 . 11117 ,.. bow 1111a t to 4o wl til lila • 

.. u,_-.., •• a tat• ... ..., ...... ,
1 

u4 u.,. 
•••• 1•11 1-* la" be altwat oa rl!JIIt -7· 

• 
lei 

Regraded Uclassified



It 

!l, ll,lpl 
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ftlaftk pea. -~ IIIMill. 

tbanlt ,_ to• 081Ut~tro 

'l'tlank yeu. Oeo4b,.. 
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Storttary or StatE, 

Washington. 

~1 , Uay 16, 5 P• m. 

FOR TREASURY DEPAR'ruENT. 

ORAY 

ll1lan 

Dattd l!ay 16, 1940 

Rto ' d l P • m. 

Today'a prieta as rollows: 192. 50; ~5.50; 509; 

not l 1attd; 976; 199. 50; 1629; 60. 25J 219. Voluct 

124, 150. 

Uarket cont1nut d ao t 1vt pr1ots i rr Egular soot -
issues oloaing abovE yesterday' s l ows. 

NOT SIGNED 

CSB 

101 • 
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Seoretnry of Stntc 

fin abington 

1230, Uny 16, 2 p.m. 

FOR TREAS~Y FROtl BU'l'TERVIORTH. 

PUDI 

London 

Dnttd Nay 16, 1940 

Rrc 1 d 8 : 10a.m. 

ThE fo11oning offic1n1 announccmtnt hna bttn 

ma.dc public: 

108 

"ThE TrEnaury nnd Boa.rd of Tro.dE cnl1 thE o.tttntion 

of traders and others to the fact thnt th£ Trading 

With ThE Entmy 1Egia1ntion app1its to any arEo. wh1oh 

ia in the oocu!)lltion of o. powEr with Whom His Ma.jtsty 

ill o.t wo.r.At the present tim£ Tht Netherlands ,.(vith 

thE EXcEption of thE provincE of Z£Elnnd) and the 

Grand 'Duchy of Luxtmburg art 1n Gtl'I:IOJl oooupo.t1on and 

eamu:ro1o.1 , finnno1o.l or othEr inttroourst or dro11nga 

with pErsona or oonotrns 1n those countriEs o.re 

prohibitEd vithout txprtao o.ut21o,rity . Thnt doEs not 

o.pp1y to NtthErlo.nda ovtrstno depEndEnciEs o.s long 

o.a buaineoo nith thEm' d0£3 not 1nvo1vt: intEroow,:sc 'l'lith 

Tht NEthErlnndG proptr. "Rcturno should b£ mad£ under 

po.l'Qgra~ 5 of the Tl'Qding 11ith The Encm:y ( euatodio.n) 

Ordtr 1939 to thE oustodio.nD of cncm:y pr-optrty of nl1 

11.011£78 

( 
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lU. -2~ tEl II 1230j Ma,- 16 e p .m. t'rCIII London 

montye wbioh would b£ payabl E to pEreone or oonc£rllll 

in thosE countrire and or aJ17 propErty hEld or -nagr:d 

in thill country tor or on bthalt ot ~uch pr:reone cr 

ccnctrna Except WhErE payme:nt ie madE by ptrm1esioo 

ot tlu: Tradi~ With Thl! Enmy Branch, " Undrr preetnt 

conditions the greatEst cauti on should bt EX£rcie£d 

in regard .to tranaactione with any part or BElgium. 

No r EmittancEs should b£ madE in rEspect or existing 

ooo:dtmmts and no ntw COIIDl1itmEnts should b£ rntErtd 

into with ptrsone or conctrne 1n any part or BElgium 

without prEvious oonsul.tation with th£ Trading With 

Th£ EnEI!Iy Branch . " 

109 
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••~rat •uu au of lmrHttgatton 

Jlnthll ~atll•ll•partment of Juntre 

~lngton,II.C. 

lla7 16, 1940 

'!be Honorable 
The Secret&%'7 of the Treuur7 
·.iuhi.ngton, D. C. 

I.(T ~ar llr. Secret&%'7: 

1 am tumishing the following infonoa.tion conceming 
conditions at the Boeing Aircraft Comp~n7, Seattle, Waahington, 
ae of possible interest to TOU· 

This Bureau's Seattle Dirlsion hae receive<! informa­
Uon !rca an inspecti on official of the United Statea lirtJ;f Air 
Corpe to the effect t hat t ho llachinists Union Local No. 751 ia­
pr esentlT considering propoa&ls !or the new labor contract to 
be negotiated with the Boeing Aircraft Comp&nT effective JulY 
1, 1940; fUrther, that propoaals regarding such negotiations 
nre scheduled to be conaidered bT the meet,ing of thie Local 
10hich took place on AprU :J:T, 1940. The above mentioned 
official stated that information in his possession indicates 
the Coamunist faction in control of the Union plAne to procure 
adoption bT t be Boeing Aircraft Local ot such radical demanda 
t o be incorporated in tho n010 contract that the Boeing Aircraft 
CCIIIIJ>&IV liOuld find acceptance illpossible, thus renderillg to the 
Union an excuse t or crN.ting a etrike situation on or about 
JulY 1, 1940 . It na &lao stated that the CC!amiets con­
trolling this Union are allegedlT determined t o pt-.vent 
construction of aircraft tor Great Britain end France, thia 
being the real purpoae tor creating a strike aituation, 
although the results, aa indicated bT the above mentioned 
Arml{ official, 10ould be to delay the production ot aircraft 
being manufactured under contr act for the United States ~ 
Air Corpa. I t 1a reported that witb a very t n IIXCeptiona , 
all emploTee• ot the Boeing Aircraft Cotllp&DT belong to the 
instant Local. 

Silllilar 1nfo..-tion to the above, with regard to 
alleged plana on the part of CoA•nni eta in the llachiniats 
Union to create a strike d t uation at the ~ Aircraft 
CCIIIIJ>&IV, hu been r eported to the Seattle Dirlaion ot thia 

1'1,. ' ( v 
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nw Konoreble 
The S.cretarT of tlw ~ Pacw 2 

Bureau b7 an official of the lhited Stat .. :t.d.cration aDd 
NaturalbaUon S.rrice. L1lcew1 .. 1 an official of the Seattle 
Pollee Depart.ent hu furniahecl to tbe Blu'eau 1 • Seattle Di­
Yieion the following iotoratioll alleeecU;r obt&inec1 1>7 .., 
otficn of that clepartunt f~ coofidential aourcaa: 

•nw labor aituation at Boeinc'• plant 1a beCOIIinc 
.,re aerioue f!ftrT clq. Tlw aerooaat1cal. llacbanica 
lhion 1a entirel.J' under the ccatrol of the Co-amiat 
Part7. Its oo.inaea apnt aDd the MJorit7 of the 
aacutin~ board are Part7 ..a.r.. Tlw Part7 baa 
decidecl that the te.ru of the n ... union acree....t 
ahal.l be auch that the Coq>AnT 1d.ll be unable to 
.at th•. TMn should the Boeinc people talca 
oontracta for planea for the Al..l1ee 1 the union 
1d.ll hold out for their a.....-nt. llowon~r, it 
the7 do not take ouch contract., the ..Uon 1d.ll 
back down on sOM of their d-.nda. The Part7 b 
detena1necl to keep thia plant froa turninc out 
planee for the Al..l1ea. • 

I haft turn1ahecl the abo-.. iotoration to Br1pcliar 
General She.-n 111lea, .t.aaiatant Chief of Statt, G-2, l&r 
Departaant 1 aDd a.ar .Ada1ral. Walter s. Ander.on, Director, 
K&Y&l In~. Tlwaa data haTe aao bMn furnishecl to 
the Konoreble Adell A. Berle 1 Jr. 1 A .. iatant S.cretar,. of 
State, for iotoratioll purpo••, althoucb DO in'reatl.catlJ:m 
ia heine conducted 111th reprd to tbb -tter b7 the Fecleral 
Bureau of lnTeatl.cation. 

~:..1£:...~----~ 

l!l 
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' 1 •• -..,.__.. - ~llama..... . ... ttaa 

~-tat&~ot'-ttca 

llalrtnvtan. .... 

!bra 'mw·t'• 
,.. a-.ury or the ~ 
~,D.O. 

ICr ...... Kr. S.OM&rTs 

I aa hftiabiltc the r.u.s. w-u• -end.liir 
oOIId!U- at the lloeiJic A1Nrat\ C .. ..,, SeGUe, ~ • 
.. ot poeaible 1llt.....t w TOao 

!hie a.u..•a Seat.U. D1rta1• hu """"" w­
t.ioa h<a an Ulepection ott1ci&l ot the Unic..t state. lftlT .ur 
COJ'PII w tile ottMt. tlln t he llaoh1A1at.a llUl.on Looel Jo, 7n u 
~\J,r ~eri.llr propoMla tO'I' the - lAbGr cOiiU'Mt t.o 
be MCO'ac..t nth the lloCJir .ur.r.n c~ ottMt.t ... ftlT 
1, 19401 t'llnMr, tb&t >*.pula ~ 111ab .....,u.u­
..,.. aobecll&lad t.o be ccae14end. bT the Met.iJic <Jt \llt. Looal 
m1oh took place ca A!ril :n, 1940. Tile~ ...t.i....S 
ott1o1al atac..d tb&t 1Dtoraat.10D in h1a PQaMUlC 111d1oatee 
the c 'at taot.ion 1A -trol. ot the ~Oil pla8 to~ 
adOI't.ica bT the 11oe1J1c .u.ror.tt Looal ot aWih ndieal •n·rd• 
t.o be lno..,_.c..t 1A the - ooat.Jvt that the lloeiJic .ur.r.n 
CCIII*Q' -u tiJid ~ ll!poe•lhlc, Ulu naderiJic W \be 
~ u- tor onatillc a etrlD a1W.t.10D 011 01r....,. 
llllT 1, 1940. It- aleo ata\ed Ula\ the c .... -
~\Ilia llll1a - all...,lT ~ to ,..,.., 
...U.Aica ot aiNNt\ tfllr ~ 11'1\aia ........ Ul1c 
~ \lie real pu; 11 u t• •• at.S.. a cV1.Ica c1wau-. 
al~ \he ftlllllt.c, u 1.o11U.caW lit' \he._ II I 
...., ott1c1al, ..u be t.o Mlq t.M ,. ... u. or c1nraft 
bc1Ar _,~ ..... ..tr-..AU\ , .. \be Gd\cd --- .. 
.ur o..,c. 1\ u •• ,..-.s \Ut wi\ll. "'7 t• •. ,,_, 
all mp1 s-ot \be 11oe1J1c A1Nrat\ C CMII' ~ \o UIC 
lM\ant. Loeal. 

( 
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JlliHau b7 an official ot the llllit.cl St.at.ae x..ipat.ioD ...S 
JaturalisatiDD Set-dee. Lil~Mri•, an official. ot the s..tt.le 
l'ol.1c. Oepart.at baa tumiahe4 to the eur.-·· S..tt.le ~­
Yieioa the followiJ!c i.ntomat.ioD alhpdq obt.a1ftecl b7 • 
ottio.,. of tbet d~ tl"aa ooatidenUal. _..._, 

"Tbe labor lit""tJ.OG at 8oeiAct1 pl.-t U b I I,. 
.,,. oerioaa I'NJ'7 .sq. 'nil -t.ioal .._..h .. dce 
lb10G 1a enti.relT 'l8lder the ooatrol ot the c 1 at 
F'art7. Ib 'tluaimoo .,.at ...S the ajor1t7 <II thl 
-..tiw boud ... l'aft7 ......... 'nil rartT ..... 
deeidld that thl terwe ot the ,_ ..S... acr• L 
ohal.I be ,_.. tbet the ea.aDT will be ~le to 
..t thooo. n- ohould the DoeS.,. people taloo 
eontraot. tor plane• tor the Ulloa, thl ..S... 
w1l.l. hold out. tor their ac:ro-nt. llow'ler, it 
thl7 do DOt ta1oo 811Gb ooatracto, thl ..S... w1l.l. 
beck dCIIID Oil lOIII ot their d.....S.. 'ftw f ar\7 1a 
detersine4 t.o keep th1o plant troa t~ oat 
pJM.a tor the Ulleo. • 

I haft hm1.ohed. the aho'le i.ntorwetiDD to~ 
Oeneral She.- ll1leo • .t.uietant Ch1lt ot S\att • ~ • llG' 
o.~ • .... a..... Ad.s1ral l'lalter s. ~. ~. 
lcral IDWH...-. !hue data hlw alee bea tvebhe4 t.o 
the "'-nhll Adolf 1. a.ra. Jr •• ~ Secrwt.a~T ot 
stat.&• tor i.ntonootiDD porpo••• al~ ,. ~~ 
1a bet,. OOCIIhctod. wl.th recvll t.o thb utt.er b7 thl l'edaral 
.._.. ot ID'Ieat~iDD. 

1~3 
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•b.nllluuaaaf~ 

. 11nftdl.latn ·~nt af Jautiu 

~au~Jtn:gton,B.C. 

llq 17, 1940 

Tile lloD<l!'able 
Tile S.eret&r7 or the Treu\117 
Washington, D, c. 

ICr dear llr. Seeret&r7: 

I wish to &ltdae, u or poenble interest, 
t.bat. Uda llur<NW'a Seattle Di:•iaion 1a 1D rec:npt. 
or 1ntorsation fl-ea an official or the Boeing Air­
craft. CcapaJ'O', Seattle, Waahingt.co, indicatinc 
one t.boueand .acb1Dista &11Plo7ed in Tarioua 
orr&Oisat.1ona o.t Seattle were acbeduled to at.rlke 
on llq 151 1940. 

Th1a ott1c1o.l baa aleo o.dTieed t.bo.t 
llllploy"a or the BoeinJ Aircraft Clcap&nJ o.re ex­
pected to strike on or about Jul7 1, 1940, 

Tile &boTe intorw.tion baa been t11r­
n1abed to Brlio.dier Qenero.l Shei'III&D 1111••• M­
eiatant Cb1et ot Staff, G-21 'llo.r Depan..ent., and 
Reo.r Adld.rel Welter s. ADderaoo, Director 1 li&Tel 
Intel.U«enc•. 

. ........ 

11( 
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kbnal ~-of lullftiii .. Hm 

llntub •tatn llepartnunt of Justin 

~gton.B.C. 

llq 17, 1940 

fho~1o 
file Seeret.uy ot t ho TNUIIJ7 
Nuhinl;t.on, D, c. 

I wiab to adrlae, u of po .. 1blo 1.at.areat 1 
Ul&t tb1a lluNiu ' • Seattle D1'11a1oo i.e 1n .....,111~ 
ot Worwatioo frca an otficl&l of the Jloe1nr Au--
11r &tt C<ap&IV', s .. tt.le, 'Ju hinctan, 1ndioaUnc 
ono thauaand JaChiniat.a ~ in Y&riaua 
orga.nisat.iona at Seattle wre achadulect to ati'Ue 
on lla,r lS , 1940, 

fhia otf1o1al hu alao actYiaact that 
eq>l.07M8 of tho Boal.nc Airoratt C<ap&IV' are u:­
pal1tacl to atril<o on or abo11t .Jv.l¥ l, 1940. 

file &bon into,.tica hu "- f11Z'­
n1ahecl to Bn,..:tier General Shel'lll&ll 111laa, A.­
oiatant. Chief ot st.atf, ~. War Dapartaont, and 
!lear Adairal Walter s • .u.tanon, D1r&l1tcr, lla'f&l 
lnt.uipnce, 

11i 
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HSU TELEGRAll SENT 

llay 16, 1940 

noon 

AlJ ERI CAll CONSULATE 

SHAtiOHAI (CHINA) VIA !lAVAL RADIO 

IJIFO : AI: EUBASSY, PEIPINO, CHUNGKING 

210. 

Your 414, l;ay 13, 6 p , l:l o 

On J.\ay 13 thE Trtasury issued the follouing gtn£ral 

lie ens t undEr thE frEEZing control : 

" A g rntral lictnst io hErEby grantEd authoriz­
ing banki ng i nstitutions within thE Uni tEd Sto.tEs 
to makE all pa:)l:lrntc , trano!'uo and vlitbdrawals 
from accounts in thE namt of any of tht foll owing: 
Jo.vascht Bank, NEdtrlandsohE llandEl- l!aatschappij , 
Ntd£rlandsch I ndi scht Handtlobank and Ntdtr1~~dsch­
Indischt Esooopto llao.tschappij . 

"Banking i nstituti ons within tht Un1ttd Statts 
caking such pa~tnta, tranofcra, or uitbdrawala shall 
!'11£ pro~ptly nith tbt appropriate Ftdtral REsErVE 
Bank YIEtkly rrporta showing tht dEtails of tht trans­
actions during such p£riod, • 

Stnt to Shanghai , Rrptattd to Pt1p1ng and Chungking, 

HULL 
(HF) 

EA :P!.:l!SO FE PA/H 
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P.AR'fw. PAJW>II!Wm OJ' TrT·J!!O!I•v BECKIVED 

I'ROXI .ber1oan llaba .. 7, Berl1ll, Genaa117 

DATE: Xa3' 16, 19.0, nooa 

lfO,I 1~46 

Reference ie .. de to telegraa of April ~. •o. 106~ 

troa the !mbae•T· 

fOR '1'IIE TRE.t.SURY FROM RUTH .AND FOR THE DEPARTIO!:IIT 18 

INFOIIMATIO •• 

According to the off1oial etateaent recentl7 ieeued 

the long tera debt of the Reich 1ncreaud during Januar7 

by 2915 11.1lllon aarlle to .a total of 27,190 a1lllon aarlte 

117 

on JanQ&rT 3let. !'hie added to the increue of 1415• 

a1ll1on aarlte in abort tera debt (eM aT telegram under 

reference) aaltee a total 1ncreaee during JanQ&r7 of 1749 

11.1ll1on a&ru which is sl1gbtl7 aboYe the December increaee 

of 16915 ailllon -rite but well under the rate of borrowing 

during the f1ret three montbe of the war which aYeraged two 

and one fourth billion aarll:e. The increase in long tera 

borrowing wu almoet exolue1 .... 17 1ll the f ora of bond• tba 

Renten Bank loan during the month baY1llg aaountad to onlT 

nine 11.1llion aarlte. 

It ie eoaevhat eurpr1eing that there wu euch a 

relatiYelT eaall increaae 111 the goYernaeat debt 4uring 

JanU&r7. According to all ind1oat1ou at the beg11111ing of 

the rear, there wae an accelerated rate of epend1Dg b7 

the OoYa~nt. It ie poeeible that tbe e~lanatioa l1ee 

111 
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- 2-

in the laJtge inoreae .. in unpaid bille tor gooda aDd 

aenic .. - eee a:r telegram referred to abo·n. .U.eo, the 

transportation tie-up and the cold epell caused interruption~ 

ct production and deliTeriee. 

There et111 haa been no announoeaent ot new and higher 

tax.. . One eouroe hae eald that a117 tax increaeee were 

recent~ 111det1n1te~ poetponed b7 IU.tler ' • pereona1 order. 

In the ebeence of tax inoreaeee and in Tiew ot the recent 

inoreue in 111111 tarT operatione and prtluaab~ 111 gonrDMnt 

expendi turee 111 cozmeotion therev1 tb it 1e probable that the 

r ate of goTem.ent borroWing hae accelerated dur1Dg the put 

two monthe. 'l'h.1e Tiew find• eupport i n pre11 reporte that 

the ieeuanoe of the 4 percent fiTe 1ear rreaeurT certificate• 

introduced on Karch 12 (eee a:r No. 641, Xaroh 14, ll a.a.) 

hal to date reached the eurpr1e1Dg total of two and one 

halt billion' aarke although durillg the period of thei.r eale 

the ieeuanoe of goTernaent abort tara paper and of the eo 

called 1 llqU1d1t7' long tara loan• to the eaTinge bank 

and ineurance coapaniee continued. It ie noted that the 

1ntereet on liqu1d1t7 loan• nov be1Dg ieeued ha• been reduced 

troa tour and one halt to tour per cent. 

JtiiU: , 
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EH 

Stcrrtary o! StatE, 

Washi ngton. 

428. l.tay 16 • 

FROil COiliERC 1/J. i.TT.l.CliE 

PLAIN 

Sbangba1 vi a N. R. 

Datrd May 16, 1940 

Rr c 1d 4r5S p. m. 

11478 

119 

Not to b c1 -
• t th e i~aea;.uated / 

nut oons~lting Co~~•rce. 

SpEcial fi~ancial . Shanghai opEn markEt rortign 

cxc~angt ra tEs firmEd considerably past rcw days dut 

firstly to rumors rEgarding Chi na pcaot negotiations 

rhich wErE officially dtnitd, srcondly favorablE position 

of ChinEsE currency from intEnsificat ion of EuropEan War , 

thirdly run on Shanghai banks of scvtral bElligErEnt _ , . 
nat i onals forcing banks t o l i quidate ExchangE holdi ngs 

to mEtt withdrawals , fourthly tight mon ty condi t i ons 

crta tEd by spEculators rEquirtmcnta for cash. IntEr 

bank spot sElling t his morning brtak on llay sccond of 

f i ve ninE s ixtEEnths etnts and f our thrtt thirty atconda 

ptnca aa compared with rour sEvEn sixtEtntha and thrEE 

fiftun tni.rty sEconds on May tltvtnth, howtvtr rmtwtd 

,b~cying and shor t covEring lowtrtd ratES to t'iv£ thrEE 

tights and four toward noon . May dtlivtry onE thir ty 

second ocnt lowEr but stErling same as spot, Junr ont 

quartrr ccnt and onE Eighth ptnc r lo~Er t han s pot . Gold 

bars slumpEd this morning to a l ow e i ncr llay first of J'WUl 

fivt aix f ive naught as comparEd :ruan antn OD E thrEE 

naught 
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naught on Kay tltvtnth, Shanghai general stocks have 

slumped past few days due to bear senti ment as to po-

sition of local foreign enterpri ses in light of European 

devElopments nnd to firh1tr txclulngc rates whilE some 

l i quidation of local stock was ntc£Ssary to s ecure cash 

to mttt margin rcquirtmtnts of those who hold Ntw York 

Stock ExchangE positi ons, average y£atErday thrtt fivE 

120 

two poi nt fivE four . Bnnk Japan yen one for Chinese yuan 

ont poi nt ten wnich is lowest for yen sine t J~ly t r Enty last 

year, milita ry scri p yen ont for Chinese yuan one point 

two six higher th~n Bank Japan yen notes btc{'.u : t scri p 

may be us td os o•trrrncy outsidE Sh:mgha i ••hti'r'ls re­

strictions ,·rcrt placed on such usc of Bar.!< Japan ytn 

notes Dtotmbtr l'lst. Chinese financial circles bElitvt 

higher r a tes than prEsEnt untenable btcaust think control 

l1ktly to st~t buyi ng to rtpl£n1sh st:>b1l i zat1on fund , 

furthermore control believed unlikely to make s~r ~istakt 

as in last four months 1939 whtn higher r ates ptrulttEd 

hea vy EXCESS of merchandisE imports . REla tive to ~uggts­

t i ons that ytn should bt d i osooi attd from F R B currency 

Do.&£1 • 
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..;,- 428, llay 16, 4:55 p. m. from ShanghD.1. 

Domti Tokyo quotEs JapanESE F1nanor Niniattr as stating 

that official policy will continur to mai ntain pari ty 

brtwttn yrn and FEdEral REarrvt Bank ourrtncy but is 

attempting to rEducE outstanding amount of P. R. B, currEncy 

and military scrip in circulation i n China to prEvEnt dE­

preciati on or thEir volute, and that thErE is no prospEct 

or changing such parity. Domti Ptiping reports that 

Japantst authoritiEs North Chinn art rtquiri ng all holdtre 

or yEn currtncy to convErt i nto Federal REsErvE Bank notre 

prior Junt f iftEEnth, travelltra from Japan rntrring North 

Chinn must convErt yEn notEs i nto Federal Rt&E~VE Bank 

currency beforE dEparture from Japan . Similar mEasurEs 

t aken in Crntrnl Chi na DEcember. Domt i ~eiping rEports 

beginning JUnE sixtEEnth postal ttlrgrapb remittances 

brtwetn North China and Wnnchuri a inauguratEd with amounts 

from P R B yuan onE to fivt hundred ptrmi ttrd. Inform 

Commrrct. 

CSB BUTRICK 
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TEI£GRAM SENT 

EH GRAY 

May 16, 1940 

5 p. m. 

AMERICAN CONSUL, 

SHANGHAI (CHINA) VIA NAVAL RADIO 

INFO: AMOUlJ.SSY, PEIPING, CHUNGKING 

RUSH . 

212 

DEpartwEnt ' s 210, May 16, noon. 

TrEasury has rEvokEd gEnEral l i cEnsE no. 8 . 

Your 414, May 13 , 6 p.m. , wi ll r toEi VE furthE r 

oonaldEra tion. 

EA : FL:MSO FE 

HULL 
(HF) 

12~ 
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om ca or THI DIMCTOII 

lq 17, 1940 

'lo aaa. 11eDJ7 llorpo:~tbau, Jr., 
Secret&J7 of the TreUIIl7. 

For 
S..t a t the requ .. t of lr. 

lob1e, lalder S.oret&J7 ot e-­
-re •. 

' 

Q . ..<n. l~.;. t.-f-• W. Iotmi{ · } 
Director. 

.. 

\ "' 

• 

• 
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'PII IM p•p• IO!R "0 

1?!!1!!4 ll!ldR!!I OM el ."'- ,.. ..olh of \be • · rll• \nu r•otrlo\ ..., h 
a traM to•ri r .... linc or \lie ti'Ma t a \be rootrtal<Hl oo-4tu .. 
wHI\ta aa\all1hba4 ln•• ollaDale. t..,ar\ Uooaao11 are ta f!'lft~n1 
hav4 oa)T \0 oo\IUhlle<l '-rtoro oa \be llaah of \rou 41lrinc a ,.,...1 prowar part... ftllo r o ... 1h la laoroa- 4itftou1U .. fo1r 
\llo! .. ,.,. of ,.., rt,.. all..,.. or to \be OllltM Xi"«'-- ha\o tba tr• 4a, 
wbUa \be alotb1 tlNo \aa4 ta ....._ •ro nronclt mtrm·>M. Ia 
\be oaoa of Ga.,._, piU'Olauu, UaoH lou l..oac ~ a ·~ to 
plaoo or4era •I \Ia .. u ea\ olll hlaa4 OODOerao at lao .. or all rod • • 
4hUn<: l r ros a .,., .. of op•• oo...,nt u ... '11144tac. 

'ltae Oenwa ill ... atoa of u.a-.-k and llorwa1 baa 'llro lJ;!bt O<!D tlderabla 
haJIU'Y t o la-alalro. Apar\ fro• lluobeoter'• poliUoa •• an 1-rt 
oe11ter tor foo4 pro4loolo uol \loa ...,.r_ at laaooalatro •• a ..,.,... 
tor SoaA41MYiall ood t.apon , , \ loa illYaoloa bao a\lppa4 \loa eoaol4o­
ablo uporh of oo" on IN!Jiuf~o \uo-o fro• ~alalu \o \loa t a,. ... 
OOW>lrt... -rk W~ l rACI'J'4a4 A I LaacaaohlHI I 'llut ~p ... 

t 
IHJ;[_a I.IOporlo !roa llii.'N la4l c&$A • ooorol $7 of bo&ttor 'lllltola h dwt .,..,. 
~r,..!1 " tba ret~aol of \lao Nrolaaah \o Mll •• a ! 1Je4 prl ... 

Orcl lna r/ lo......,. eo~ laa o diN'PP"'"'"cl troa \loa 11Ulao\ aacl Ulan bat 
bean '" adYaaaa of '10 perc,., la lila prlo<t of pota\ooo. Wadll4•4q 
laao ~~- ad4a4 "' \loa r<'gql.llr ... u ••• dl'7a. of • blon tM ... •r• .... 
\ hr e• ill a .eek. 

An t nclloat l on of \~ f ood al\UA \ Ioa ill llll7 lo pr •o•al•cl '117 \loa 
!ollo•l~ Y...:cl7 foocl ntloao l ncl ,.... ill \lui lallor aoatnat .... uatM 
wl\la 1\IUaa lalle....,.o D>lae: \a~ fer -'Mll\val """" 13,23 
po....S.o el poll \on& 4 , 01 q- r h af e1r1 ' aU.lq t. Ill peudo at 
'llroa4& <1.2 po-• or -..,., n .... , 0 .111 )IIOIMa at -.r, 0.1111 ,...to 
ot oalt& 0.1111 paul<lo ot tat& 1 . 1 ~· of -•· 

llll&al .ua --• at u.a llpoatob --to al-Uoa to ooa\ai.Jia4 la a n por\ aaY•rtaa Uaa tlrat qMr\ar et tbo p ro_, roar. _..., Ml 
liMa a allO>t ..., .. _, o'ftr \be l..oot qurtar of .a. prwae4t ac 1aar, 
"' ao Maltaa la \be~ pootww ll•bc oatu- rluop....S­
pt.,_•. -ro •a aa rolaznt\ Oft la \be ntlontac at too•o\otfa. 
- pPo-t loJ> of • .....,..,. tor \lui lt:.-lMO -ao• wao epprolll•t•l7 
40 peromt llolo• DOIWI1 p....-r flCI'I"'•• 'llut 1111 hl0roaoe4 pro4aao U oa 
to u:peota4 tor \loa l t40-41 .. aooa. 'ftae olho orop . .. aoa tor lt:.­
lMO oroo :lO p•ra•• olaort Uld bcrtl7 ...tflcl•n\ t or t laa n\loJIM ..... uo --.uoa. ~\"7 h op<~r&UJII ... r • IIODeldarobl..o 
laucl1"'4' , u u u\nk<l b7 \be ..... of an ....... u,. plant •hlu 
llaa " oall a~o&aUal .....,r of aotor \roaal<a ....riatoha4 oD aDCoWJ\ of 
\loa 4ltttoal." ta _..ill« Urea, •laaah, 1>11d ·~··t...:a " l>lch , urulotr 
U.. l e Na of \be ~r\ perah, ••• lla of d.-sUo _...raolw-e. 
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T REASURY DEPARTMENT 

WASHINGTON 

..., le , 1940. 

1uat ao a uttar or 1nJ'onoaUon, U.o S/S IWUOOLA hu 
' 

loe4ad 7 ,000 tou or eopper, aDd 1o oxpaoto4 to ..u tolli&llt or 

t...,rrow 110rll1 "'I for I \e.l7. 

Tho S/S ROllA 1e loa41llg 1,119,000 po1e1..S. or eopper &114 

1o oxpec to4 to eail Setur4q tor Ita11. 

The S/S JOR'l'UiiA1'A 1e II01f oxpaoto4 to boc1n loa41"11 at 

4 P. 11., to.orrow atter110011. 

lll41cat1oll8 are tbat tho Italian. aro worli:1"11 onrtiM 

on all tbo1r ohipa. 
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!l. M.Jr: 

O!lerator: 

l!arry 
!lO!>~ine: 

!!.l! .Jr: 

!' : 

H.'!.Jr: 

ll: 

H: 

H.".Jr: 

!! : 

u,v .Jr: 

H: 

ii .!-! .Jr: 

!! : 

Hello. 

Secretary Hop~1ns calli ng. 

Hello. 

Henry, tb1s 1s Harry. 

Yeah . 

May 16, 194o 
9:1S a.m. 

There you are . 

Rave you seen this proposal the Department ot 
Agriculture ie -- on uee ot the Btabli~ation Fund 
tor strategic var oaterialet 

Wal lace gave 1t t o me yesterday. 

Well nov, could you tip me ott hov you teel about 
it' 

tlell, I - - I gave it to Harry White last night to 
study it. All I can tell you 18 how I reel about 
t he Stabili~tion Fund. 

Yeah. Well , I know how you teel about that . 

Well, I haven't changed. I etill reel •••• • • 

Henry, here' s What I think. That it's a cumbersome 
scheme , that it von•t get the etutr, that we ' ve 
got a scheme to get it, i neotar ae it 1 e humanly 
pouible to get it, and that you don ' t need th1B. 

Yeah. 

And I t hink it ' s -- ought to be kicked out ot the 
window, but I don't know enough about it to kick 
it out. I mean, I don't -- it ' s not up my a l ley, 
particularly. 

Well ••• • • • 

And I think it uould be kicked out or the window 
this morning by you very quickly, by the bose, 
because he went over the wbole tb1ng last night 
and he certainly didn't mention that. 
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H .~ .Jr: 

H: 

!! . l~ . Jr: 

!! : 

~ . v .Jr: 

~ : 

H: 

!! , !.J r: 

3 : 

u.v .Jr: 

u. , . Jr: 

!!: 

- 2 -

Uh- huh. Well • ••••• 

Without sTar haTing the t h ing get into a lot ot 
formal oonterenoee around here. 

We l l, att er all, •t Cabinet the President asked you 
to line up a plan and to sea Jesse Jones and all 
t hat. 

liel l , I' m gt>1ng to pitch - - I'd Just as soon pitch 
it out the v1ndov on the groun4e that 1 t 1 s oumber-
aooe , and . .... . 

139 

Well, I don't thln.l!: -- Jus t -- as tar as t he Stabili­
zat i on Fund end ot the thin~ goes, t hat isn ' t What 
t he thing 1a t here tor. 

'~'hat'e r1gtlt. 

Sea? 

Yeah. 

An~ I don't m1nd -- you oan quote me and say that 
t he.t isn 1 t what the thing is there tor. 

Yeah. 

And I 'm opposed to it being uaed tor tha t purpose. 

Al l r1ght, Henry. 

Doee that take care ot tha tt 

Perfec t l y clear. Al l r1ght, old boy. 

'~'hank you. 

Goodbye. 
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Senator 
Clyde L. 
Herring: 

I!MJr: 

H: 

11:-!Jr: 

!l : 

!!!!Jr: 

H: 

!O~Jr: 

!l : 

!!!!.Jr: 

¥. : 

!!!!Jr: 

H: 

ID!Jr: 

H: 

ID!Jr: 

H: 

!l"Jr: 

Hello . 

Hello, Senator. 

How are :you, e1M 

I'm t1ne. 

JCa:r 16, 194o 
10:0!) •••• 

Fine. Say, Henry, I Juet oame baolt from Iowa nth 
the delegation 1n my Teet pooltet tor renoll1nat1on 
to reoe1 Te a Yire that the Procurement D1 T1e1on 
1a being taken from Dee Mo1nee and being eent down 
to thle anti-RooeeTelt etate ot M1eeour1 to ~aneae 
01ty. 

Well . . . .. . 

1-!0 

The freaeury Dine1on ot Procurement -- undet Y.P.A. 

Really' 

Yeah. 

Let me look into it right away. 

All r1gbt. I told Jeeee Jonee at the meeting t he 
day before yesterday I vouldn 1 t let hia take that 
au thor1 ty a-y troll you and nov, by golly, :you 1 re 
taltlng th1e a-y from me. · 

Well •• •• •• 

(Laugh a) 

I don't know a thing about it but we ' ll atop 1t. 

Ah -- yee. Yhat they're doing 18 oomb1n1ng t1n 
atatea, but I think they oould Juat aa well oom­
b1ne 1t up thare. Ye haTe t1Te atatea around ue. 

They're talt1ng 1t down to M1aaouri' 

Yet, talt1ng it down to ~an au 01 ty. 

Well, I'll be darned. 

' 
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H: 

HMJr: 

H: 

ID!Jr: 

!! : 

l!KJr: 

H: 

- 2 -

u.. 
Down there aaong the enea1e1 and I don•t want{to 
baYe it. 

Vell, and where 11 it no"' 

It'• in Dee Moine•. 

I 1 that 'llbere TOU want i t1 

Yee, t hat's where I want it. 

Ye1. It•e been doing good work there and 1t would 
IIUilte neoeeear7 -- all our 1Uppl1el would haYe to 
aoYe to J;aneae Oi t7 w1 th their ottioee, and 1t •• 
a hardehip on a lot ot our triende out t here. 

141 

H: 

Unleae there•• eoaeth1ng that I don't know about ••••• 

I knov -- I know TOU vouldn' t but I thought there 
vae no uee going to ReTDolda, I better talk to 

HY.Jr: 

H: 

RMJr: 

H: 

l!Y.Jr: 

R: 

TQUo 

Well nov •••••• 

I think there m&T be eoae Juet1t1oation tor it. 

I wonder -- I wonder -- TOU 1ae Reynolde 1en• t 
With me. He ' • oYer •• • • • • 

Ob, he ian • tt 

Ko, Reynolda 1• oYer with 0~. 

Well, thia ia under -- ia under the freaaur7, the 
Prooureaent DiY1a1on ot the Vorta Prog.r•••· 

ID!Jr: No. Jfo, theJ'Ye taken that awa:r troa •· '!'hat•• 
onr w1 th Oarmo4T. 

H: It 1_, 

l!!!Jr: Y .. h, all ot that etutt -- publ1o ba1141ngl -- 11 
th11 - - ReTDOlda' 

R: lfo, 1h11 11 W.P.A. -- thet p a71 the b1ll1 tor V.P.A. 
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lii!Jr: 

!{: 

H: 

ID!Jr: 

!l: 

m!Jr : 

ffi·!Jr: 

!! : 

- 3-

Ro, that•e with me. 

Yeah. 

'1'hat 1 a with me. 

'1'hey pay the billa tor W. P.A. 

I ' ll look into it. Unleal there•• something that 
I don't know, we'll keep it in Dee Mo1nea. 

Thank you. Just -- let me know vbat you can do, 
will you! 

I 'll det1n1tely let you know. 

'!'hank you. 

Goodbye, 

'!'hank you. 

• 
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May 16 , 191!o 
10:55 a.m. 

H.v . Jr: Hello . 

o,erator: Congressman Steagall. 

H.!'.Jr: 

!!enry 
Stes~all : 

!!. !!. J :-: 

S: 

H. !!.Jr: 

S: 

H. t!.Jr: 

H. !~. J r: 

S: 

F. . !!.J r: 

S: 

H. !l,Jr: 

S: 

Thank you. Hello. 

ALl right , how are you? 

I'o fine and how are you? 

All right , thank you. Sorry I didn ' t get your call 
sooner but I was doing sooe outside errands, vas lat e 
getting in this morning but I called you some t1.coe ft&O, 
and they said you were buey. 

~ell, I had - twice a veek, I see t he press - they were 
here when you called. 

Yea. I shoul d have called you and told you yesterday, 
I ~·t think to do i t, I took it tor granted that 
Mr. Foley and those boys were keep i ng up wit h i t, but 
we're not having any meeting today. 

You're not. 

Because the House meets at eleven o 1olock. 

Huhhuh. 

And they ' re all in a atev over there, today. 

!!ow are you all coming on this RFC bill' 

Well we haven't talked about it in executive session, 
there ' s been very few expressions about it. 

I see. 

Thnt I ' ve heard. The Committee seems to - insofar as 
ony indications thnt I ' ve gotten is concerned, don't 
seem to have any particular view or any stubborn 
attitude about i t. They look upon it as kind ot - not 
- a fair amount of course. I haven't talked t o them 
about it yet in executive eeesion. lfe 011 vorlt it out 
some kind or way. 

• 
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H.M.Jr: 

8: 

H,II,Jr: 

S: 

H. M.Jr: 

S: 

H, M. Jr: 

S: 

H,M,Jr: 

s: 
H. M.Jr: 

S: 

H, M,Jr: 

S: 

H, M, J r: 

S: 

H, II.Jr: 

S: 

H. M,Jr: 

- 2 -

How about thoee two prortaione that I obJected to. 

Well, t hat 'e what I'm talking about. 

Obi 

144 

Ob! Ve aren ' t going to han trouble with the BUl, 
I'm afraid t he Republican• will Tote age1net the Bill. 
I don 1 t know that the7 are, but I haTe an idea that 
t he Republicans all ~ote against supporting the Bill. 

But -
: 

But aa to t he two items, t hat 1 e what I' m talktng about. 
There hasn't been an7 expreaeion that I could - I don't . 
know that I'•e h eard a aan ,.,. - I haTen't thought to 
t1nd out. I've Juet t hought I ' d walt until I got 
through theee hearinga and tr7 to work 1t out. 

But 70u think 70u can work it out. 

Oh we ' ll work it out some ..,.,., t he7 1ll all be 
aat1atied. 

Fine. 

I think we oan work it out. 

Well 11' t here'• an7 change, would 70u l et me lmow. 

I will. 

How'e the Houeing Bill? 

Well, we're Just ~~&rkl.ng t he time, a little bit high 
on, to do eome prel1•1n•r7 work wi th the Rulea Co•1ttee. 

Fi ne . 

I told Mr. Straus and Gene Oox thougtlt that we ought 
to take a little time tor him to teel out the Committee 
and kind of know where we are before we go before him. 

I see. 

So we're not going to aek tor Rules until some time 
the tirat ot next week. 

I aee. 
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s: 

l! . l(.Jr: 

s: 

!!)I.Jr : 

5: 

I! .H. J r: 

s: 
H.)I.Jr: 

S: 

H . ~.Jr: 

S: 

H. K.J r: 

S: 

H.M.Jr: 

S: 

!! . K. J r: 

S: 

H. M. Jr: 

- 3 -

And he th1nka b:r that time we oan a110oth aft)'. I ' 11 
tall :rou where we are about it . Ve oan't teati t ;r 
these two tellowa here that are opposed~~> it. EYery 
time we agree with them about one th1ng they apring 
aometh1ng elee and the onl:r way 1 01: oan agree wUh 
them is let them ki~l t he Bill. 

I eee. 

So we're Just going to have to get a rule. and roll up 
our sleeves and tight it out in thu Houee . 

I see. 

But I th1nk we oan make oonceae1o n J enough to pan the 
Bill without seriously i nterrupti ng the program. 

I s ee. 

That ' s about the beat I oan aee in the aituation. 

Well that sounds plausible. 

But we'll get by, we're going to have a bill ot eome 
kind. I reel oonfident we oan get by with it. 

One other thing. 

Yea. 

When are you going to continue yot:.r hear1nge on thil 
art1ole? 

I don 1 t th1nk we oan meet them before Monday, beoau" 
the House meets at eleven tomorroll, and with thia pre­
paredness atutt and with the reli<•t b i ll over there, 
the bo7e Und ot i naiat on Just nut meeting todar or 
t omorrow. 

I eee. There won't be another me oting until Mondar . 

That's - not before Monday. 

Good. 

Fi ne . 

Thank you. 
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J.Uen J. 
Ellender: 

t . t • . Jr : 

! : 

t . ' ' . J r: 

r: 

r : 

! : 

Hello, Mr. Morgentbau. 

May 16, 19llo 
3:10 p . m. 

Hello, Senator. How are :rout 

Pine, lir. How are yout 

Row aid you like What the President said! 

Ooulan' t be any better 1 I tellyou one thing, 
i t'• going to serve aa an antidote, I believe, 
t o all thla byeteria t hat ' e going around the 
oountr:r about us not being prepared. 

Yeah. 

I 'll tell you, it you read the record, the laet -­
Juat about the last two pagee ot last night's -­
or yctaterday afternoon, you'll tind more m1a­
intoJ'mation t here than any record I've ever read. 
It's a crime tor people to get up on the Senate 
tlooJ• and talk about thinge When they don • t know 
What it 1 e all about . 

Well nov, what can I do todayt 

Wel l new , tbia is What I'd l i ke you to do tor me. 
You J•aoall three or t our years -- three :rears ago 
When Senator Overton and I called on :rou vlth 
rete1•ance t o the appointment ot a Collector ot 
Inte1·nal Revenue, Mr. ron tenet, and it vae your 
dee1J,. to lteap him there. !'low, I have poe1t1ve 
i ntoJuat1on that Mr. Fontenot hae been vorltlng 
tor t.he palt 12 110nthe againet me - - he wants to 
be a candidate sgainet me, t.nd in order to ao­
ccmpl leh hie purpoee he'• going to realgn, I 
undeJ•etand , from the -- trom the preeent dutiee 
he 1 1 ocoupying. 

Yeah. 

And tlhat I want you to do, Mr. Secretary - - I've 
been here pitching all I ltnow bow and they're 
all ":l'fing to get me down there , t.nd What I want 
:rou "':o do, 1t :rou will, 11 to ooneult with 
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t:: 

£: 

H. "! .Jr: 

:::: 
?. . •• .Jr: 

!:: 

t! .".Jr: 

!:: 

E: 

- 2 -

Senator Overt on and myself as soon aa that ha~~ens 
eo as to get a auooeeaor. 

Hello? 

Yes, sir. 

~lell , that ' s a fair request. 

Yes. 

That's a fair request. 

Yea. 

Well , any time ~ou gentlecen are ready wtll you let 
me knoW'? 

Yea , air. Well, when is he going to resign? 

I'll-- this is the first I ' ve heard of it. 

Oh, is that rightt 

I haven't heard a thing. I'll look into it. 

Oh well, I 've got several telegrams this morning 
and between you and me, Mr. Secretary, I have a 
brother-in- law -- nov, ot course I'm not trying 
to ge t him in t he bad or anything like that -­
but my brother- in-law has been working in -­
under Xr. Fontenot tor about tvo years nov. 
He ' s a s~lendid boy, and he gave me to understand 
o f t he actiVities of Mr. Font enot -- nov of 
course I c ould probably get V.r. Fontenot ~n a 
hateack ( ' )but I don ' t work t hat way. I don ' t 
vant to do anything like that; I don 't want to 
bring t he Department in bad light or anything 
l ike that. The only thing I ask is t hat if and 
when he does resign, please let us select some­
body and it -- we ' 1.1 g1 ve you a panel and what 
we want is to put a good man there and if he's 
not satisfactory and doesn't meet up v1th the • 
Job, vby you know vbat to do with him. 

Well , that ' s a fair enough request, and in the 
meanti me I'll look into the sit uation right away. 

1-H 
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E: 

H.l!.Jr: 

~: 

- ' -
Thank JOU, Yer:r 11\lOh. 

Thank :rou t or oall1ng. 

!hank :rou. Ooo4b:re. 
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H. !I. ,Jr: 
Adol.ral 
Noyes: 

H, !J.J r : 

!l : 

H. ::.Jr: 

~ . :I . Jr : 

!1 : 

• • • • T • n ... . "' r. 

... 

H. :.r,Jr: 

N: 

H. !:. Jr: 

... .. 

... ... 
H.:·. Jr : 

Hello. 

Mr. Beoretary? 

Yes, Admiral. 

This 18 Admiral 

Please. 

MaT 16, 19lio. 
3:15 p.m. 

Your message to Paris was transmitted at one o'clock. 

Thank you so much. 

I suppose you know, - we don ' t know how reliable 
co~un1cat1on is going to be in France. 

No I didn't know that. 

Under the circumstances • 

~/ell 1t you can 1 t get 1 t through, nobody can. 

\'/ell, that ' s true. 

Tha t ' s why I ' m going to looj to you. 

Beoause we ' ve lost touch with Brussels and The Hague 
now, ao -

Well , I apprec1a~e your oa111ng me • 

You're very welcome sir • 

Thank you. 

il 
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!! .K.Jr: 
Preston 
Delsno: 

H.!~ . Jr: 

D: 

D: 

!!. ~.Jr: 

H. ! ~. Jr: 

D: 

D: 

:! . ! !.Jr: 

D: 

H. !1.Jr: 

D: 

H.X.Jr: 

Hello. 

Mr. 8eoretary. 

Tallt.1ng. 

Ka7 16, 194o. 
3:" p. m. 

I Juat want to express my appreo1at1on tor the very 
deoent thing you said about me today. 

Hello. 

Hello. 

Oo ahead. 

Th1s 1a Preston tal.lt1ng. 

Yea , I hear you. 

1~ 

I aaid I just wanted to express my appreoiation tor the 
very kind words you said about me today at the press 
conference. 

\fell, you earned it. 

llell , 1t ' a very nice or you to say it. 

Oh, that's all right . That vas eaay. 

1iell, thank you very muc.h. 

Thank you tor calling. 

.Ul right, goodbye. 

Goodbye . 
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lla:r 16, 1~0 

Lero:r-Beau1ieu called me up at 8:15 thie 
morning and wanted to know whether we were doing 
anything about Switzerland and I told him that 
after a oonveraation w1 th Wallace, that Wallace would 
send word to his brother-in-law, the Sw1ee Minister, 
to get 1n touch with Dan Bell who would be glad to 
help h1m out . 

I checked with Cochran this morn1116 and the:r 
had started the thing going yeaterda;r. 

Lero:r- Beau11eu said that the Swiee had a lot 
ot gold hidden 1n their mountaine, but with Ital:r 
coming 1n moat likely from one aide and German:r froa 
the other the:r had better do ever;rthing to get their 
valuables out of the oountr;r. 
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EH 

Stcrttary of Stat£, 

Washington. 

708, Yay 16, 7 p . m. 

FOR THE TREASURY 

GRAY 

Parh 

Datr.d May 16, 1940 

Rto ' d 4:45 p. m. 

Today for tnt first tim£ sine£ last StptrmbEr t ht 

banks havE tncounttrtd a consi1trablt rur. on ~tpos~ ts , -
Tht movtmtnt , which i s of coursE attributabl! to tbt 

txtrrmtly a trious rEports from thE front e.nd ~c tbt 

prtstnct of tvtn mort alarming rumors , bo.s not rtacbtd 

thE proportions of a panic , 

Dtsp1tE Ohavtrnas 's assurancE this aftErnoon to 

tbt contrary i t would stOD probable that thE FinancE 

Y1niatry i s atriously considEring tht poasibility of 

moving to a aafEr arta. (END SECTION ONE) 

NPL BULLITT 
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VRH 

Secretary of State, 

rrashington. 

GRAY 

Paris 

Dated Uay 161 1940 

REo'd• 4:40 p. m. 

708, Uay 16, 7 p . m. (SECTION '1\'10) 

Po.irly heavy salts took place on thE markEt today 

but thErE ntrc no siGns of: panio. Rentu lost between 

ont and t110 pol.nts 1'1i th thc txception of the 1937 dollar 

EXchangE i ssue which lost about six tranoa fifty. Other 

French stcur1ti cs dEclinEd from thrEE tD stvcn pEr c t nt, 

internationals utrt undEr prusurc Sun losing 400 and 

Royal Dutch 300. 

156 

The Bank of !"raneE statau:nt t or 1:o.y 9 shows f ttr 

chances or 1mportancc. Not£ c irculation dccllntd slightly 

vtllt no nett advancEs to t h e state occurrEd. 

At the su:;gestl.on of the ForEign Office wc bsv~ 

destroyed certain confidential records including tclt­

gro.mo to and froo you. 

(END OF liES SAGE) 

BULLITT 

NPL 
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GROUP UBBTDIO ... ,. 16, 19f0 
9tSO •·•• 

Present: 

H.J!, Jr: 

Gaston: 

!!.H. Jr: 

Gaston: 

H. ).! . Jr: 

Gaston: 

H,M, Jr: 

Poley : 

r.tr. 
Mr. 
Mr. 
Mr. 
J4r, 
Ill'. 
Mr. 
Mr. 
Mr. 
141'. 
Mr. 
Mrs 

Su111van 
White 
Foley 
Young 
Harris 
Oe.ston 
Haas 
Cochran 
lolcRe,-nolda 
Schwarz 
Bell. 
K1otz 

O f the 596 El:oergency Relief emploJees dropped 
1n Procurement, 208 have found other eJIIPlo)'lllent . 
That 1a not ~d. 

Herbert! 

I haven't got anything but a t1nal report t:ran 
the Coast Guard on the oonoentrat1on ot Japanese 
tankers . The report is that the resu1t of search 
was negligible. 

How was the Serle thing yesterdaJT 

I had the men counting there wi tb a COWlt1Jig 
machine and they told me tbat there were 1100-some 
at tbe t1me tbey lett. 

How IIIRllJT 

1180 at the t1lae they lett and theJ were atill 
o01111ng. 

Ed't 

Dan and I saw Pat Harrison yeaterdaJ afternoon 
and talked to him about general exemption tor 
the Treaeur,. from the llal tar-Logan bill. He 
said he was against the bill and he said he 
would do 'llhat be c<nld to get an exemption. It 
m1sht be that he oould onlJ exempt tbe financing, 
but ha would tey to exempt tbe entire Treasuey, 
and ha -• veey cooper& t1 ve . 

He also add that be would like to get a oall 
tran the President in oonneot1on with financing 
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R.li . Jr: 

_ell: 

Foley: 

Foley: 

li ·" · •Tr: 

Foley: 

H. l<. Jr: 

Foley: 

R. l! .. Jr: 

- 2 -

tho defense appropriation, 

So wou1d I. 

I th1nk it wou1d b e ve.., helpfUl. if the Presi­
dent called him, He 1e 1n a very cooperative 
mood right now, 

He aaya he wants all thia petty d1clcer1118 and 
fit;bt1ng to atop and everybody to get together 
on t he Hill &ll4 stand with the Adm1nhtration, 
He ia Jus t a1tt1ng there hopill8 he will ge t a 
call to come down so he can d1acuaa exchange 
ideas. 

One more th1118o Francia Biddle called up yes­
terday afternoon While I waa down on the Hill 
and aa1d that Senator Stewart bad called h.1.a 
and asked it the Treaaur:r wou1d f'umiah the 
services of Th..-a F. Saber, an investigator 
1n Chicago , for the wire-tapping committee. 
'!hey called on Justice and SEC and Interior and 
they had made people available and the committee 
was asking for Saber, 

T.ho ia Saber! 

He 1s one o f our men, apparently, 1.n t he Intelli­
gence Uni t out in Chicago, 

Tlby Sabert 

He just said the ~ttee would like to have 
hie service a, He bad been cheaked and they 
wanted h iao 

Well, you had better find out 'llho he 1a, and ao 
forth and ao m , 

Yea. 

'l'he three of you (Gaston, Poley and Su1l1van) 
handle it, 

What elaet 

• 1:'"8 l v 
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Foler: 

H. ): .Jr: 

Harris : 

H. ! . Jr: 

Sullivan: 

Cochran: 

P. . V.. Jr: 

Young: 

Young1 

- :s -

Tbo othox• thing, Jerr"f FNlllc called. up restorday 
afternoon and wanted. mo to ask 7QU whether you 

15S 

would like to have a man br tho name or 1'1h1tmoro 
Hodges , Who used to bo Secretary or tho Bus ineee 
Advisory Council and Who knows all or the business 
men, .. .ake some kind of a statement calling on 
business men for pa t rioti c cooperation in connection 
with war orders and all the rest or the things. 

Tbe answer ia •nuta . • A~e with mo, S.s1l'l 

Yes . I wa s just wondertne Whether the machine 
got i t . 

You know, a ll of these people di scovering there 
was a war, Wallace and Ezekiel discovered it -­
Ezekiel got so emoti onal r esterdar. I n ever saw 
anything like it. He hao just discovered there 
i a a war . 

O. K. T 

I have nothing. 

Paris and London stock mancete are na turally 
qui te weak this morning. our own mancet opened 
strong with .ateels and a1rplanea l eading the 
rise, 1'/e bought no ailver reaterday. I t is 
t he f irst day for quite a While. India IIIAY try 
to got sane . Tbe1r prices are pretty hlgtl. Tbe 
price 1n London is almost equal to our American 
price or :SS cents . 

l'ie had a telegram laat n1gtlt from auna, rather 
inaietent on our giving aomo help t o our stabili­
zat1cn t'und. I mentioned th ia because they -Y 
bring it up d1reot with the !'resident. 

Ph11T 

Do you wish me here at ll:30T 

Yes. Alao get Collins here at that time , will 
you'l What time did you leave my house laet 
n1ghtt 

Did IT 
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B.M.Jra 

B, JI, Jr l 

young a 

Young a 

H.M. Jr : 

Schwar&: 

R. II . Jn 

Raaa: 

R.M.Jr : 

Whi t e a 

\bite: 

- " -

About 11100 o 1 clook. 

Did 7ou so down to the atat1on with ~ 

Jlo, air, I sent hill down 1D tbe car. 

NeYer lett untll 11100' 

About 11100 o' c lock. It took b1a qulte a 'llhlle 
t o ge t h1a oablea o~r. 

QUcl<! 

Nothing. 

George' 

I haYe no th1Jia. 

Bull' 

Barr,.' 

You _,. baYe notl ced th1a brier cable rr­
Kermed:, 011 gol4. It 1a a l1ttla bonlc. U 
:JOU baYeD1 t , I think J'OU probabl:, ftU ld lill:a 
to aea 1t, 1n tbe U.abt or h1a prenoua letwr. 

Oh,:,ea, I saw that. 

D14 7ou 1Dteod. aD7th1JI8 t o .,. done w1 th reapeot 
t o that lfallaoe lattert D14 JOU -t a written 
report OD 1U 

I tell 70U what haJII*led. Bopk1Da called • 
up a t aw 111nutea ago - I can't rollow all tbeae 
thlnga - IIDd 1M .,.. be thi.Dka tba wauaoe 
plaD 1a oooke,-ed Ul4 1dlat dld I thi.Dk about 1t. 
I •14, -..11, all I mow 1a how I reel about 
tiM etab1Uaatlon 1'1md,• Ul4 he aa14, -..u, 
I lalow boW ~ r-1 a bout 1t. Ban JOU cbangecn• 
And I aa14, .. o. • He ae14, .. ell, I haYa a 
•Cih .,.tter plea to 4o tbe atratealo -ter1ala 
tbm Wa11aoe haa,• Ul4 he aald, -Do JOU ftllt 
to ~11 the plea,• aDd I aa14, ... 11, JOU -

180 
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'lihi t e : 

H.!l. Jr: 

thlte : 

P. . J.t . Jr: 

\.h1to : 

!! . li. Jr 1 

- 5 -

aay that I 8111 againat uaine: the atab111sat1on 
fund for those purposea. I don ' t tb.1Dk those 
are the purposes, • and he said, •well, the 
plan is dead. • 

Let Hopkins take care or it. Hopkins considers 
hirosel f responsible for atrategic war ~~ateriala . 

Do you know what plan he bast 

I think b.is plan, as I understand it, 1a that 
he wants to form a non- profi t corporation. 

Oh , yea. 

To buy up through the RPC tin and rubber. 

Inc identally , I got the Presi dent word last 

1Sl 

night to include in hie message provisions giving 
authori ty to control exports and r eexporta or 
stra tegic war materials and the y have sent word 
to Jackson to get in a paragraph on that . That 
ia the place to put it. 

Anytbine: else , HarryT 

With reference to tho Chineae request, I don't 
know whethe r Merle 1a talking about the a.­
thing, but I am talkiiia a bout their poadble 
suggestion that we do the same thing with 
Chinese balances here that we have done with 
Dutch and Norwegian, e t oetera . Now, we were 
giving some thought to that . Did you want to 
apend any· attenti on at all - there 1a over a 
hundred million dollars that they al.ght be able 
to put their banda on. 

Well , Mr. Bell 1a in charge and under Mr. Bell 
comes Mr. Upb.alll. 

\fell , 1t len' t related to tha t problem, it 1a 
related to the question aa to whether or not 
you want to give an opportun1t{ tor the Chinese 
Government to get bold of t ore gn balances of 
1ndi vidual be.nl!a , et cetera. It 1a not a to re1sP 
exchange problem as 111\lcb ae a question of whether 
)'OU want - a questi on of po11cJ• 

• 
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B,l!, Jra 

Bell i 

rihi tea 

White : 

H .!t .Jr: 

Guton: 

B.ll.Jra 

Harrla: 

H.II ,Jra 

liarrlu 

- 6 -

See whether 'JOU can aell it to Kr, Bell, Be 
baa bad rou.r da7•' rest. 

I reel good. 

'ftlere 1a a letter here 111lich Ed Pole7 and I 
drafted ror 70ur consideration to Kr. Chen 
and there ia a stor7 behind 1t, it 7ou ftnt 
to take it up sometime . 

No, no t now. 

Well, I don't think 70u want t o sign it now. 

Well , don't leave l t 
juat get f o rgotten. 
tlme. 

on J11Y deale . It woul.d 
See me w1 th Fole7 eo--

'ftle X.tln- AIIIerican exchanges are all getting 
1n bad shape. 'ftle7 wll.l probabl 7 get worse . 

ntere was a ator,. on the ticker 7esterda7 after­
noon that the Britleh Purchasing Commiaelon waa 
bu71ng aome eoo .... 11 veaaela , l ignt veaaela 
and other crart, ror uae to transport supplies 
aeroaa the channel rrom Engl.and to the Continent. 
It will present a legal problea. I don't tb1nlc 
it i .e our problea, but I tho\16ht ,.ou ml~t be 
1n tereated 1n it, a a to whether we can parmi t 
the tranarer. 'ftle Marltlae CoBiiu1oo aa1d 
that the7 hadn ' t yet bad an app11cation. · 

I hope I don' t get &n7• 

Incidenta117, Baai l , t h e English have sent a 
cable to wlthhol.d the navi cert on that toluol 
on that boat and the7 hope to have an an ... r 
today . 

We have got enough t 11118 to tu.m aroUD4 on it. 

But I juat thougnt 1f they do not iaeue a 
mvi.cert, .nat will happen! 

Ir the7 4D not 1aeue a navicert , the Brlt1ah 
will take the ah1p into Gi braltar. 

t 
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H, !! , Jrl 

Harris: 

Harr11 1 

E. :l.Jr: 

P.arria: 

H.M.Jrt 

l!arr ia: 

l!arria: 

Gaston: 

Harria: 

Gaaton: 

Harria: 

Gaaton a 

H. V.. Jr : 

Harria: 

Poley: 

Harris: 

- ., -
Does an,tlod:r know who sold that toluol to th-f 

Well , the only name that I got waa that name 
on there , 61 Broadway or Broadstreet, or sane­
thing. I ean go baek and tr;r and t'ind that. 
I think I ean probabl)' get it, 

Could :rouT 

169 

Yea. You mean where it eue fran and who sold itt 

Yea, I mean if the;r would like to aell 1t over 
again . 

Yea. 

It h aa been done before. 

It 1.a a 1'luuV thing. I looked that word up and 
I ean•t f1nd that word in the dictionary. 

I think it 18 llliJted up. It 1a toluol. 

How do :rou spell 1 tf 

T-o- 1-u- o- 1 . 

No such word 1n the dictionar;r. 

It ia the baaic 

1ha t ia what I tho\18bt, but I can ' t t1nd tt. 

It -.Jcea tr1n1trotoluol. 

You s pelled it dif ferently. 

'!hat 18 the only word I could get 1n the diction­
ary, t ol.Wne, and it 1a a ooal part of the tar 
derivative, but I oouldn ' t find the word toluol 
and that ia the onl:r word I have ever heard or. 

l"lhat dicti onary did :you look 1nf 

New Dea.l . 

Regraded Uclassified



~ - ~~. Jr: 

v.hlte : 

';.h1te : 

Gatton: 

Sell: 

- 8 -

You win. Did you have to bo1•row one fr001 
Harry? That is all right, Basil, thet is okay. 
The word toluol is like the word molybdenum, 
nobody can pronounce it , 

Are you through , Harry? 

Thera is j us t one dismnl or remote no te or 
possi bi l1 ty there I would like t o :mggest, 
that i n the evaluati on of gold - remember in 
your speech you said that so l OJ\G a s t here 
are independent nations , nold will continue 
to be used. I don't know what the possi bility, 
obviousl y , is o~ Germany ge t tins any kind of 
a decisive victor y, but I think that should be 
taken into calculation. 

\,hat do you want me to do , make another speech? 

Ho, I would YIWlt to possibly in reexamining the 
volume of the gold and tho possibility of victory, 
I think both rectors shou l d be taken into con­
sideration, tha t if the use o r gol d can be used 
to mnke that possible victory any mor e remote , 
I t hink it is k ind of an investment. I am not 
sugces t ing it, I am merely raising that issue, 
because any kind of a quick victory by Germany 
would very definitely alter the posaibill ties for 
the use of gold aa an internationa l medi um of 
exchange. 

Uy the way, Harry Sherman of the Book or the ~onth 
Club call ed up yesterday afternoon. He sai d he 
was r.rlting an nrticle for t he Post. I assume 
it was the Sa turda y F.ven1nn Post. He had heard 
a bout your speech and wanted a copy of i t hnd I 
sent it to him. Maybe he ought to have some other 
material. 

Bell? 

Senator Miller i s head inn the Subcollllli ttee of the 
llankin& and Currency Comnitteo. !.Iiller is taking 
Burns ' place Whil e Burns is on some other work , 
t o cons i der the Bankhead- onse bill, that is 
the agricult ure bill that reduces the rate , and 
so forth . He has esked me to come up there 
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Bolli 

Boll: 

!i. II.. Jr: 

Boll: 

H. II.. Jr: 

Boll: 

H.U.Jr: 

Boll: 

- 9 -

either tCillorrow or Tueada{' I did ~ beat to 
get out ot it, but he ina atad. rr ;rou have 
no objections, Mr. Haae and I will go up, 

All right. What elset 

Senato r Hatch eaid --

Whore 1a that appropriation that I wanted to 
move tho gold out ot Now York to Port Knox! 

lloll , a momorandWII wont to tho Praaidont the 
da;r I lett and I ba von' t heard an;rth1ng tl'am 
it. 

\7111 ;rou follow it up and eoe Whether it haa 
gone up on the Rill or nott 

'l'bat didn ' t come backt 

I dm't know. Will ;rou follow it throusbt 

Yea , I aaaumod that would como back to prepare 
an oeti.m&te tor the Proa1dent. 

Senator Hatch heada tho Subcommi.t t e e ot tho 
Public l:.nde and Surve;re Commi.ttee ot the 
Senate, Which 1nvestigatea tho adm<ntatration 
ot the Groat Smoky Pa.rtc and be hae aekad the 
Treasur;r to detail t wo a ocountante to h elp 
them out on e<J!l8 ot the work down there 1n 
the accounting. We told him we would be glad 
to cooperate but i t looked to ua ae though it 
was a Comptroller Genore.l -tter and the;r eaid 
they had had i t up with the Comptroller General 
and it would be agreeable t o have the Treaaur;r 
do the job. We tol d h1al we would bo glad to 
do it, providins that the;r had diaouaaad it 
w1 th tho Comptroller General . 

o. K. 

Wo aigned a general license a tew da;re ago to 
OX8111pt all ot the tunda ot the Netherland• 
Oove~nt. The Netherlands ll.inbter aent 1n 
a letter late laat night aaking ua to revoke 
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Regraded Uclassified



H. !t.Jr: 

Gaston: 

H.M. Jr: 

Co tton: 

Bell: 

Cot ton: 

Foley: 

Bell: 

Gaston: 

ll . I!. Jr: 

Bell: 

- 10 -

that 11cenae. I th1nk there 1s nothing else 
to do but revoke 1t, I guess . We 1uued it 
at thei r auggest1on and now they a.re not 
certain llba t 1a happening and - abould we 
t ake it up w1 th the State Department at allf 

I th1nk ao. 

We spent quite a lot of time talking to them 
and asking whether he really want ed this and 
telling him that we would have much better 
control and we tboUI)ht 1t would be safer not 
to issue 1 t . 

Listen, I told h i m that by waiting in Norway 
it was all to the good and then Llr . Vlellea 
called me up and put the pressure on and he 
wanted it don e as of that date. 

Did he s ay whY he wanted 1t revokedt 

Well , they are just afraid of what 1a 
happen over there , the kind of orders 
com1ng through from the --

goi ng to 
that are 

Well , they can't put any pressure on h1m over 
here , can theyt 

They can a et up a puppet state over there , thouah• 

The orders for transfer of these funds may come 
trom the Netherlands. 

I think tba t 1s all to the good, that we are 
revoking it on thair request. 

Will you clea r it with St a te' 

Yes. The Norweg ians a pparently wanted the same 
thing that you had given tho Netherlands, a 
general l i cense, and the Minister talked to 
Bernstein and he told h1JII what a1ght happen 
and now he sai d , before we i ssued it, that we 
would like to have h i m think over those matters. 
Vlell, that h a s been three daya a go a nd he 
ha·&sn • t come back, so apparently h e thought 
them over . 

166 
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H.M. Jra 

llc!h 

- u -

Mae, take a minute and tall them about )'our 
idea on a aurve7 ot emploJaea. Mae baa got 
a aweU idea. 

Well , ~ idea ia to have the Civil Service 
Comndeaion make a aurve7 ot available per­
sonnel, partieularl7 in productive tialda, 
civilian tielde, baaed on the Oovernment•a 
needs tor additional civilian peraonnel. 
They have got to qual1t'J these tellowe to 
go into the NaVJ Yard and the ar111nala and 
the Navr haa an estimate tor 50, 000 additional 
civilian emplo7eea i n this estimate that goes 
up toda7 and thaJ asked tor - the7 put in, aa 
a -tter or routine, exemption trom Civil 
Servi ce . It would peralt the Civil Service 
to recruit them. 'l'he7 can recruit th-
cheaper than JOU t allows can attar all, but 
they are going ahead with a aurve7 ot avail­
able man power - ot oourae, the tiret thing 
the,- will do 1a to - and what the7 are doing 
eurrentl7 ia to find out exaotl7 how t ar theJ 
have gone in the emplo:r-nt aerv1oa, labor 
atatiatice and all the different apote , in­
eluding the information the)' bava about quali­
f i ed personnel in the Coast Guard and the 
Karitlae Co-.iaaion. P1nd out what the Govern­
-nt - how tar it baa gone to ascertain avail­
able pereomel in the various industrial t1elda 
aa well aa th e other t7p11a ot personnel that 
the Oove~nt 1a going to have to recruit, 
looking at it from the standpoint ot what the 
Government haa got to hire , who there ie avail­
able and Whether there ia trained personnel 
tor it. 

Now, aa a oorollar,. to that, we have got to 
find out What the situation 1a and what baa 
been done b7 the larger induatr1ea . We bavo 
the - kind ot people t o hire. I ' •• got 
ao- ot the large corporation people colling 
in to talk to - a bout it. 'fie are getting 
the beat people we ean to head it up fl'OIB 
the Civil Service angle with the idea that 
we will find - I bave no doubt that we will 
find that 1n acme t 1elda there 1a a lack ot 
adequatel7 trained pereonnel to puah J Our 
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\:!lite : 

!I.e'!: 

l'i'ttte: 

- 12 -

progl'am forward as fast aa you Ylant it. I t 
1s too bad, but it doesn ' t do an,- good to 
just find i t out , but ~en we find it out 
we have got to do sCXIethlng a bout training 
them. 'lbe idea is to get a training progam 
started, 

Now, the Navy Yard has a very intelligent 
training program plan for training people 
for Navy Yard work and things of tha t sort . 
nov: , I want to find out how far that ha s gone , 
vmether adequate training facili t i es are being 
provided and i f we are short of trained per­
sonnel i n the various fields , i t is too bad 
that r.e h aven 1 t got them trill. ned and all that 
sort o f thing, but there ia no us e remaining 
in tbat s i tuation and t he quicker r.e find out 
about 1t and undertake to do a01:1ethlng abou t 
it, the better o ff we are . It ia just a survey 
propositi on to start with , to find out where 
the lack ia , and the next step is , of course, 
through the President ' s author i ty that he has 
got to enable training programs to be sta r ted, 
and I sus poet - I had a eonferonce w1 t h some 
of the corporati on people last ni gbt. I eus­
pect we could get pl enty of cooperation f r om 
the lar~;er manufacturing groups in developing 
traininc: programs for skilled personnel. 

How bis a prograo are you envisa ging, I mean 
how can you tell whether ~u have got th e 
adequate nUlllber of trained - independent of 
a pa rticular sized program, that you start on 
so~e assumpt i on --

Well , Tie have got a. program of production. 'lhe 
expansion or production f acilities that you 
have sot to hit at in variou s fields on this 
present preparedness program, Harry. 

I say, what a re you hitt ing at? You mean this 
new possible expenditure or s001eth1ng b eyond 
that? 

\:ell, as an ini tial inquiry, we are confining 
ourselves to .met the President 1a &sking today. 
It doesn ' t matter if we get tho facto with 

1.C8 
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relation to that aiae progru, ,.ou han got 
the baaia 011 m1ch ,.ou oan go u much turther 
a a ;rou 11\&:f' have to, 

It 1a ve~ intelli gent and I think 1t 1e 
excellent, 

1€9 
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r.tay 17, 1940 

SECRrT 

TO: Purvis 

FROtl : !.!onne t 

Plenre hand follo1in r, stntement 
to rt.orgenthau and ~ur,goct tha t he shoul d br ing 
it t o the Pres i dent ' s personal notice immedi&te-
ly . Sta t ement bes ins : 

It i s cle r thh t Germcny is now 
determine<i to thror. in ~11 her r esources 1n an 
attemot to force decision over t he next fe~ 
v.eeks . It is t herefore of vita l importonce to 
t :·ke every po•si ble s t ep t o expe<iite the supply 
of · .. a r =teri::l t o t he Allies . 

the 
the 
Air 

I n particula r the enemy i s makinr, 
utmos t use of his numerica l preponderr nce in 
a ir and rooid reinforcement of the Allied 
Forces i s of fir s t importr nce . 

French and ourselves ve r y urgently 
need addi tiona! fight er aircraft E.nd 1.ould like 
1f possible t o secure the 200 CuJ·tiss P 40 •s 
wr ich 1·:e under zt M'd e re no,. in course of delivery 
to t he United St~tes Army . 

Vie are c:ost gr '. t eful for the 
assis t ance alre:dy given to t he Allied Govern­
ments in regnr d to the relec~e of t his t ''pe . v. e 
v oul d like a l s o to have as many as possible of . 
Doug;las A 20, Glenn t.:nrtin B 26 ~nd North American 
B 25 bombers 1.hich the United States have no1. on 
order a nd of \'hich 1.a under stand delivery is due 
t o s tart in Augus t . These could be repaid by 
equipmr.nt of t he nircraft no•:; being constructed 
for us in the United f tates . If it is impr ac ticable 
1•.1thout serious loss of tirne to adjust aircreft 
for use •t:ith British guns · nd boo•b r ears we should 
of cour s e re1uire the nece , s ar y suppl i es of guns , 
arr.muni tion bombs £•nd bonb go r s of the United 
s~ tes tyne~ . We a re srort o f troop ca rrie r · ir­
cr~ft _n<i should be gro tly helped 1 ~· any no• in 
service could be released . 

A:J r t:;:l :·d$ otl'P.T" r-!.r ite:..s -;;c ... hJ .... l. 
te gr teful for · cceleratfr. delivery o!" ~U:teri ls 
or order ?ir on? al l oy steels , aluminia~ allo1s , 
,.,. ;:ne~ iu.m ;cnd plY' .. ood ; a l so r:mchine ~;oolE end ir­
str unents . 
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It the aircra1't can be released 1 1• 
it aight be possible to expedite their arrival ~ 
by the despatch or two or possibly three carriers, 
t o ship them from Canada. We are investigating 
th~s possibility more tully 1n the light or your 
telegraa. . 

Rest or telegram deals with British 
needs only except where sta t ed. 

In r egard to naval equi pment the 
great need i s for destroyers . We should like if 
possible t o secure 48 of which 16 (two flotillas) 
should have good A.A. armament and 32 (four 
flotillas) should be of flush deck typfl ._ _. ~Ell. 
should be ? all complete with torpedoeS'J1"es i0V. "' 
equipment and la.rge amount amm~tion especially 
for A. A. guns . 

Need for A.A. guns is most urgent . 
The types which would seem to he of the most value 
are 

(1) 37 m.m. A. A. and anti-tank guns 
with spare barrels and 
ammunition. 

(2) 3" A.A. guns with spare barrel s 
and ammunition. 

(3) Other types of short-range A.A. 
guns (with calibre above 
. 303) for naval purposes . 

Small arms and small arm ~tion. 
FolloWing are required : 

' .. The . 30 Browning light machine gun; 

Bro~ming automatic rifle lA 1918 A2; 
., 

Thompson ~b-machine gun; 

Any rifles for example Springfield; 

Colts automatic pistols. 

Essential that adequa t e supplies of ammunition for 
these weapons should be sent a t same time . 

Field Guns. 
and ammunition pa.rticularly 
tion. 

75 m.m. fie l d guns 
armour piercing ammuni-

Mortars •••• 
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Kortars and mortar ammunition. 
The 4 . 2 ?vertical? mortar and ammunition for 
it. 

Except as regards abort range 
A. A. guns for naval purposes (or which about 
1000 are required) it seams certain that we 
urgently require and could take delivery of all 
quantities or items sat out in paragraphs 9 to 
12 which are likely to be available. 

173 

In addition anything llhich the 
U.S . Administration could do to ensure the ut­
most acceleration or delivery or orders already 
placed for warlike stores and explosives in the 
U.S. through the British Purchasing Boar d so as 
to expedite delivery would be extr emel y belptul . 
A list of the more urgent orders follows separat e­
ly. We shall also bave to order more steel. 
Particulars of our needs in this respect will al­
so be sent later. 

Above was drafted before the receipt 
of your telegrams to which replies will be sent •• 
soon as possible. 
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SIC REt 

TO I Purvia 

J.PI\0111 llonnet 

llay 17, 1940 

Please hand following a t atement 
to llorgenthau and 1Ugle5t that he ahould bring 
i t to the Praaidentta personal notice immediate-
ly, l tatamant baginaa 

It h clear that Oermany h now 
de termined to throw i n all her raaourcea 1n an 
attempt to torce daohion over the next t aw 
waaka, It ia t herefore or vita1 1aportance to 
t aka every posaibla atep to expedite the aupply 
or war aatarial to t he Alliea. 

In particular the m•IIY h aaking 
the utmo•' uaa of hia nuaarical preponderance 1n 
the air and rapi d r e intoroeaant ot the Allied 
Air Force• ia or tirat importance. 

French and ouraelvaa vary urgently 
need additional tighter aircraft and would like 
i f poaaibla to aecure t he 200 Curti•• P 40'• 
which we underatand are now in couraa of delivery 
to the United Stat•• Army. 

We are moat grateful for the 
aaaiatance already civen to t he Allied Oovarn­
manta 1n r egard to the releaaa or thia t ype, We 
would like alao to have aa aany aa poaaibla or 
Douglaa A ao, Olenn Martin B 26 and Jorth American 
B 2S bollbera which the United Statea have now on 
order and or which we underatand delivery i a due 
to atart 1n Auguat , Thaae could be r epaid by 
equipment or the aircraft now being conatructed 
for ua i n the United Stat•• • It it i s impracticable 
wi thout aerioua loa• or time to adJuat aircraft 
for uae with British guna and bomb geara •• ahould 
of course require the nece saary auppliea of guna, 
ammunition bomba and bomb cenra or the United 
St a tea types, We a r e ahort of troop carrier air­
craft and should be greatly helped i f any now 1n 
aervice could be releaaed, 

Aa recarda other air i t ema we ahould 
be gratetul for accelerated delivery of materials 
on order firont alloy ateela, alwainiUII alloya, 
magneai1111 and plywoodJ alao machine tools and in­
ati'WDenta, 
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lt tho aircraft can be rel.oaoe4 • 
it llieht be po11iblo to oxpe4ito their aninl ' 7 J 
~ tho doepatoh of two or poeaibly thr .. oarrlora, 
to ahlp th• fl'oe Canada, Wo aro inTOit11&t1na 
th11 poalibUit)' 801'0 tull7 in tho lllht of 1WI' 
tololl'•• 

~••t of tolo1raa deale with Britiab 
DONI OD17 u:oopt Wboro atate4. 

lD 1'0111'4 to nnal ~uipaont· tho \ 
II'O&t DOOd 11 for dOiti'O)'OI'&e Wo lhould lla 1f 
poaa1blo to aoouro 48 of which 16 (two f}ptUlaa) 
ahould ·han 10od A.A. a:raaaont and J2 (tov· 
flotiilaa) ahould bo of flueh dock typo~flt;l , ~ 
ahould bof all 0011pleto with torpe4- Ll' • ' 
~uis-ont and lara• uount ·-ms t1011 upoo 11)' 
for A.A. IUD&• 

Ioe4 for AeAe I'Jll& il Mat lli'•R .. ,t 
!ho tnoa Wbloh would •••• to be of tho aoe 'l'aol.ua 
11'0 

(1) ) 7 •••• .a. • .a.. and anti-tank auna 
with aparo barrola and 
....unltlOilo 

(2) .J• A.A. run• with aparo barrola 
and ...u.n1 tiODo I 

()) Other typoa of ahort-ranao A.A. 1 '\ 
,una (with oalibro aboTo 
,,JOJ) for DaTal purpOSOie \ \ 

-~ 
....U &ral and saall ara •-··•~on. 

roUowi.Dt aro roquire4t 

!ho ,.JO Browni.D.I Ulht aachlDo IUDJ 

BrowniDI autoeatio rifle M 1918 A2J 

!boepaon aub-llaohino IUDJ 

AD)' rifloa tor oxaaplo 8prlnaflol4J 

Colta aut0111tlo pletola. 

.\ 

leaontial that adoquato euppliol of -..unlt~ 
thoeo woapona ahould bo eont at aaao ttao. 

\ 
I 

tor 

nold Olano. .,, •••• flo~d ,_. 
and ·-mitlOil partio\llarl)' araour pior~'inl •·-IDJ•.-­
tlon. 
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Mor\ar• and aort4r aa.unition, 
fYer tical? aortar and •ep•nition tor 

116 

IZcept a• r ecard• 1hort ranee 
.t. • .t.. cun• tor DAYal purpo,.a (of which abollt 
1000 are req\lired) it .... , certain that .. 
urcentl)' req\lire and could take delinry of aU 
quantit1•• of it ... aet out 1n paracraPha 9 to 
12 which are likely to be anUable. 

In addition &n7th1nc which the u.s. 4dainiltration could do t o eniiU'e the ut­
ao•t a cceleration of deliYery of order• already 
pl aced for warlike • tore• and expl oliYel 1n the 
u.s. throueh t he Britiah Purchaainc Board 10 aa 
to expedit e deliYery would be extr ... ly helpfUl, 
.l liat or the aore urcent order• followa aeparate­
l y . We lh.all alao haYe to order aore atul, 
Particular~ of our need• in thit reapeet Will &l­
ao be 1eat later, 

.lbo'le waa drafted befor e the r eceipt 
ot TCIIIU' t elecraa• t o Wlioh r epl111 wUl be aeat •• 
aoon •• poaaible, 

' 
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C0117IDIIPrLU. 

JCa:r 17' 1940 

To 1 '!'he Secretarr 

1l'oa1 Mr. ToUDg 

In rq MIIOrau!:oa ot ~ 16th, aU.ro~te4 to 

:rou, 1t vao atated that doll•arr on tho Sva41all 

order tor 144 Vllltee VaJigUIU'd pliiJIII vollld 'b14in in 

Jlll:r nn4 continue tllroucJ> Dacaa'bor, liMO, 

Colonel Jacquin not1tte4 • tll1a 110rn1a,s that 

dollnr :r volll4 not 'be&111 UDUl .l.\14'1lat l, 1940, aD! 

vould not 'be COI!ple,ted UDtll Juno 30, 1961, 

~· 
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CO!Il' I IJW1' I.AL 

llq 17, 1940 

t o: Tho SDcretary 

!'roo: llr. Tolllll: 

lle1ther the DuPont order o! 2,500,000 poundo o! poW..r 
Mr the Colt IMChlne gun order b&o boon olpod by the Pur­
cl'.aol:>,:: 3oar4. 

~ 

Nr. BIUI.aDt7Do adTioeo me that the reoul t o! Kr. Pur.-io' 
conYeroi\U on vith DuPont vao a delay o! two or three dayo 
before any det1D1te anwer could be llllde by that coapany to 
the Purehaoln;: Board ' • requoet tor l,...dlato production or 
t he 2, 600,000 pounds ot powder. DuPont re((Ueoted thio delay 
In order to make a ourvoy of I to own production ochedulo 
before 61vlng Mr. PurT!o a def inite otate~nt a o t o vhel\ 
pr oduction could begi n. 

At t&cbed berevith 1a a MmoranduD to Mr. J>urylo, pre­
pared by Mr. ll&llant yno. outlll\lnt: thh oltuat lon. In OUJ:Ill&r7, 
the Pureb&o!DG Board or~inally v!ohed t o purebaoo .30 caliber 
e&eh!l\o cuno. 'l'he ~ perouadod thea thet thoy ohould pur­
eb&oe at leas t 0 0110 guns o! .SO caliber , vblcb 1o an !Jipron4 
arrt{f ..,chine cun . 'l'he Jrfl1t7 erldently lnoloto. hoVOYer, that 
Ito delhorlos o! t he .50 caliber guno cuot be co.letod b> 
19'11 but tb3t the Arily 4ellnr7 schedules will bo eo arr&~~&od 
as t o :oeet the peale r equir e11ento o! the Purcb3o!D& Board. 

In order to aecure tbeae .50 caliber guna, hoveTer, the 
purchaolng Oovernmento cuat put ~ $2,500,000 . ll&l1ant7"0 
raloed the question a e to lilat tb& United Statoo pollc7 vao 
with respect to the Allies paying the fUll coot o! plant ex­
PMI!on nnd tool!na vben the JrrtJ¥ vao aloo getting part o! the 
product at tho ea=e time. 

'=fit . 

• 
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ioiEJLORA!IDUli - To Arthur B. Purvis 

Re Colts Machine Guns for Aircraft 

Foll owing vis it or our representatives 

at the Ordnance Department in Washington on Monday 

and Tuesday new model g~ accessories and ammunition 

wer e released t o t he Allies . Thereafter r epresentatives 

of Colts were cal led to the Ordnance DepartMent on 

flodnesday. 

l'le were told in confidence today the 

following : 

1. United States Ordnance will defer thei r deliveries 

on machine guns of rifle caliber until 1942 in order 

that Anglo-French 1941 requirements may be met as 

now scheduled . 

2 . United States Ordnance wil l defer half t ileir 

deliveries or caliber . 50 machine gun in s uch a 

way that Anglo- French requirement s for peak 

del iveries in certain months may be met as 

scheduled but United States deliveries or t his 

s ize gun mus t be comple t ed in 1941 . 

J . To accomplish this last item, Colts must have 

additional machi nes and machine tools to cost 

a pproximately $2, 500, 000 . Thi s cost must be borne 

by t he purchasing goverru1ents . 
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The British Purchasing Commission r epre­

sentatives are conferring with Colts at Rarttord 

tomorrow on necessary revision ot contract including 

an option to use either commercial or United States 

Army models. 

May 16, 1940. 

• 
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TREASURY DEPARTMENT ~·· 
INTER OFF1CE COMMUNICA110N 

S.aretUT llor&&Uau 

J, B. l'oler, lr. 

DATa 

...,. 17. 1')40 

Tu ox• Col'J>Ol"lticm -ut•cn- a 110tC1G.' u1JI& patete4 

orticloo , proaoeee.e, aJI4 4ee1pa will all tu lhli te4 States wan to ~ 

4uce4 111 111ore&ae4 qliUUtie.e tor rapid dallnJT. Tlla "X" Corparatlcm 

1o produalJI& to capal>ity ed, CGDHq-U7, ...,. not tUl or4oro 'llithill 

t he u.- MqUlre4. '!'he 11Dite4 Btatee -u to- a -trocn 'llitll tlla 

"Y" Corpo1'6tlcm wllich 1a 111 a po.Uicm to tUl or4are quickl7, 11114w 

which tu or• Clor]lareUcm -u -aoture tu 1detlca1 - .... u tlla 

"X" Corpore.Ucm IUI4 'IIV'Cild ue tu - patt~nte4 artiolN, proceeae.e aJI4 

deaign,e, 

Tu quaatlcm 1a, auppoelJI& tu ox• Corparatlon retuee to 11-• 
tho "I" Corporation to,., ita ;pat .. te .. reucmoblo toru, what can tlla 

O.itod States do 11114.r azietlJI& leg1alat1an? 

I. 

'l'lla !!a1te4 Stat .. ..,. - a - tra•t with tlla oro CCirJ!!TlU• to 

build tlla 110tor tor dall!!l'l 'llithill tho r!Qire4 u.-. 
lYe 1t tha "!"" Clor]laretlcm dOH not han tu UOIIIIlT ;pa-t 

rl.gbto , it oe ne-llalell go allied ud produoo tha -oro tCIG.' 1a. 

1lnitad States 'llithollt belJI& liable tor ;pat .. t 1ntr1JI&_,t to the "X" 

Corpora Uon. 

IIDw"rer, tlla "X" CotpozaU• ...,. .,.. tha lhlitad Stat .. 111 tile 

CWJ't Ot Olai.- tor CIIIIJIIDMU-. 

182 
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fldo prOOedure 1a -'• poeaible 111l4111' •~~oo .Ut ot hDa 25 , 1910, u 

~e4 'b7 tboo Aot or Tal,- 1, 1918 ()S v.s.c. aeo. 68) , wb1oll ~daa 1>11ai, 
it tho 'Oilite4 StaiN oauaM t o be ..,ukotured te 1i 1011 1DTent1on oon:re4 liT 

0 OD!te4 Stataa patent wi- ilia lio- ot t11a ...,.111', tboo ....q ot tboo 

... 01' 11 to Re •11a t1J11 ted StaiN ill tile Coari Ot Cla1u tor tile NOOTeJ7 of 

hil reuOO&ble and cUre oc.pc.eatton tor ouch .... utacoillre or 1111e. 

The Supz- Court llu hold t bat tho otetuh relineo a oontraotor 

ontlrolJ trom l1ab1llt7 or anr,- lc1lld tor tho 11l.tr1Jla-t ot patenie ill 

-utooturiDa all1'th11la for the Oon~t, &lld tboot Ua J1QrP08e, u ._dod, 

n.o to ot1lllll.ato oontraotore to t'llrll1all wllat 1a Deeded 'b7 tboo OoTO.-t 

wHIIoltt tear ot beiJl& lla'bla t or patent ~to. Rio- Co. T. 

OD!te4 StatM (1927) 275 v.s. ))1; Polalld T. Ford Iut .--t eo. I Illo. 

(o.o.A. 24, 1940) 108 F. (24) 762. 
n 

'1'boo 'Oili ted StetM doeo aot llua to o!!l!!!l!uh the "X" Co;rpor!tlca 

it tho dao!.p 'lllled 'b7 tboo · "1'" CO!]!C!1'!t1Gil ....., orif1!!ate4 b7 tboo willlllll' ot oa 

a1rorafi or a1roratt ]l!!'!a or aol'CIIIl8utioal u oeaooriaa o_,.uu. 11114 -.. 

paid tor b7 tboo OoTen= t . 

'0114or the Aot ot T'lll.T 2, 1926 (10 v.s.o. oeo. )10) , u ·-4 
.. 'b7 

.lot ot llaroll ) , 1927, ~o1CIII. 1o ada for ~t1t1011a to caourage JIZ'(18;NN 

ill the airpl.Oile illd'lllltr,_. The Aot ~dao tbat OllOe 1;11a OoftrllDmt hu paid 

tile wiuuor of ouoh a oooq>et1t101l tor a dMip, or llu paid a -traotor t or 

the turlli•IWis ot tho w1llll1ll& &iroratt or a1roratt part• or - ut1oal 

&OCeiOoriM, the Oo tUUMllt a;( -traot with ~ to baTe 8117 ot ill ... 

itau OOilOtr..oted aooord1Jla to tba w1llll1ll& daoip wit-t fllrtloer 0"5-aU• 

to the wiuuer. 

'1'lllo IIDldlll' of a patent Gil .., tao- ot noll w1llll1ll& deaip 1• 

ODt1\le4 to •JOT the eu1.11111n npto 111l4111' noll patent "'"iU' all otloer 
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rompc.tition m~ntionod in thia 
a graduated sc:ale. of prices lor 

ni,~,:~ir;~~~ or all or eaeh of the aircrlft1 and . ~ accessories for whieh detitrnt a~ 
~uch italed prices !'\hall not be cu:cecdtd in the 

tonlnct.t contemplated by this section. 
(f) oht Sf<rtlary of War or lhe Secreiary of lhe ::..,., ahall 

fiiiJ aha~ in lii:t /'ud~nt none of the designs submincd 1n aid 
COIIIptCIIton q o sulficie.nL merit to justifY the procuMmtnt of 
amraft. aircraft pana. or aeronautical accessoriee in accordance 
tbt-rtW"uh. thtn he aha_U not be obligated to accept any of such 
w,_"tb ur 10 m3ke any payment on account of a.ny of them. If 
di* S«rt l ctrv of the department. conee.rned shall dec:ide that the 
d~i"ni &ULIIliul"J by two or more competitors ~ss equal merit, 
or ahtt ('('ruin features embodied in the design:& of any oomJ>etitor 
art alltM·rior 10 corres1X>nding features e.ml)odjed in the design.a 
ol nor oda~r competitor And IJuch features of one deaign nuay be 
""l""iiutt"<l in onotl1cr dt..,..ign, tbe said Secretary shall in hit 
di~:retion ffh·i1lc the contracts for furnishing nnd manufacturing 
t11e airt•·nft. Jtnrtl'l. or i&Cccssorics rt'Quircd, equitably Amon;: thoso 
rornrl(·lilont 1hnt luwc i~iubmiUt.-d des-igns of equt&l merit, or he mny 
wl"'' nml rorubinu (catul'es or superior excellence in different. 
Jt--1;:-nli in Jiuch mnnner lUI rnny in his judgment best se.J'\'e 1he 
Go\I'Mlrnf'nfl! intN'Citts and mnke p11yrucnt accordingly to th6 
_.,.,.,...) "'UIJM:IiiONI COOCC'.rncd at. fair anti rtW!Onnble pri~ awarding 
_,,.. t'OIIIrt<'l for furnishing or oon.')(ruct.i.ng the aircraft, parta. or 
l•"""•orits to lht' ('()10pelilor or C:OIDpt:titors concerned that h&\'tl the 
hit-ofw.d figul"t',. of m~r•l in uid <'Om petition. 

Co) l u """' 11 .. :3<o:reoary ol War or lht S..:retary of tbt Xa•'T 
.ball bt unal..lt" 10 make rontrac:L as abo\"e autbori.z.ed with a winnir 
ia «aill tutl•twtit ion for furnishing or constructin~ aircraft, aircrafL 
pcu·c.. or a•runtulicala~rits C::O\'ei'M b,· tbe whole or part of 1he 
!k"'!!lb of ,uth •·inner, or '"hall be unablb to agM with 1 winnt:r 
lalf.; fOniiM'tition on a reasonable purc:ha...c;e priee for the detign of 
tach win11tr wilh whom a contraet. may not be made, as a.foma1d, he 
IIUJ l'flltm iU,.'b det!.ipnt and 5halJ &d\·ef'tise accordjng to law (or 
~~~~ ror (urni.ahmg or conrtructing ain;ra~ or parlt or &CCCII· 
lll'lfr"""· 1n RCC'OnJ11nt~ wrth tuch designs or eombmations thereor u 
•fort.~id •nd, liher all prop·osal.s are .submitted, make cont.rllct on 

• 

I 
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surh terms and <Onditions as be may <Onsider the beet in the Oo•em­
m•ro•"• inte...,."1•. with the bid~er that he &hal! find to po thelow011 
respon.ible bitldtr for furrushing or constructmg the aoreraft, pa.U, 
or a«•'-coriH J'e(tui~, bu~ tbe ~id Secretary s~all h~•e the right to 
rtjcct oil bids and to advert<se for other btda wtth aueh otbtr 
ond di ITertnt <ptcifications as he may deem proper. 

(h) lf, witlnn ten days ~~ter th!' announceme~~ of the rtsnha of 
saitl COIUI>etiHon, any part_•e•pant 1n the com\>ebhon shnll make to 
the Soct'<'Wrr of War or the Seeretary ~f t JO Nn.'')C a rtasona~le 
showing in writing that error was m&4e 1n dctcrm1~111~ the m~r1ta 
oC cJc:-ij.!nS submitted whc1·eby such cl rumnnt . was UOJUHtly dcpnvod 
of nn nw11r<l the matter sh111l nt once be referred by tho Seerdnry 
of the depot·t'ment concerned to a bonrd of nrl;>itrntion Cor determina. 
!ion nod the finding of such board shnll, w1tl! the ~Jli'Ovol of the 
snicl s~rctnry, bo conchiSI\'e on both. pnr!Jes. S~ch bon_rd of 
..-bitrntion shnl l be COIIl!?,Osed of three sktlled neron>ullcal cngm~to, 
000 .. lcctcd by the sl\id ~retnry\ one by the cloirn..nt, and the third 
bv those two, nn one o f who~. sha I h,., .• been a member of the board 
olttt>praisal in thot cornpetlt1on. 

(i) ,\ny p11r><>n, firm. or <Orporation that s~oll complain that his, 
thctr or 1to dcsil,'llS hereafter aevelopecl relahng to 11rereft or any 
comP.,nento thtrt'Of nrt u~ or IDJlnnfnctured by_ or for anY. dtpan­
nwn~ of the Clo•·emrncn• wtthout Just compe!""'t1on from <•th<r the 
Qo,·nnm~nt or an~' other sou~ may 'nthto !our years from t.ha 
dnte of ourh uso fife suit in the Court of Claims for the .....,,,ry of 
his reooonoblo and entire compensation for aueh use and manufoe-
ture niter th• dot" of this A_cL . . 

(j) Only citir.ens of the t;mted States, and ~rpomtlont of .--:h•eb 
not ft.-s than chroc~ founhs of the. cap1tnl stock JS own~d by eatar.tns 
of thr l'nito.l :'itntcs, nnd of wh~eh the members of !he booms of 
diJ·,.,.:tu~ nN citiv.cns of. tl~e Uruted ~t.atcs, n~d .havmg manu~ac­
turing \'lnnt' locnte<l wtthm the eontm~ntal 111Jllt8 of th~ Um!ed 
Slnh,s ~ tnll be cli~ibl o to bc.uwarded ~ny conta·nct undo•· thas seetyon 
to fu•·nirrh or ron~tl·uct tureraft, aurcrnft pnrt8 or ncronnuuc~l 
acec<..ories lor ch~ llniletl Stntcs Government, except thnt a donw•llc 
corl"'l'lltion who'"' • toek shall be Jjste<l on a stoek e•chon~:e. shnll ~ot 
be '""'"' by the provisions of this section unless llnd unhl fore•gn 
owtwr>hip or ront~ol of n rnnjority of its sloe)< shall be known to 
the &-t•retory of \l or Or tho 8ecretnry of the :liavy, A~ ti!C ...... mat 
be. ontl no Ill ions employed by a <Ontractor for _funn.lung or con· 

Din:raft, or o.ircraft parts, or aeronaullcol acceMC)nes for 
Stat"" •hall bo permiUed to ha~·e act.'ftll to th~ pl111! ~r 

• JI«'ifl<'otion> work under construehon or to ~rtlctpace tn 
withOI>' the writl<>n consen~ beforthand of tbo 

concerned. h' 
&cretor·i- of War or ilie Seeretary of tb~ N~vy may_at " 

diJomltioon "'""'ha .. abroad o r in tbe United Stoles "'th or ":'''""" 
raet or otherwise such designs, oircraft, 11rertft 

1101ro11iouticol n.,;,essories as m~y bo necessary in his judpne(: 
~·~lw:'rhn{'ntnl pur1~q in the development of narernft ot Alt'C~ht 

pnrls or urt'Ononticnl ncccS<ories of the best kind for the Army or t 
Nn''Y os th~ cos~ may be nnd if ns n result of 8Ut h procuremen 1 

new ,.'nd suitnble dcsi1,;,s c~nsJdered to bo tho best kind for tho Army 

) ( 

9 

or the ~avy are developed, he ll}ay entt;r into contract, subj<ct to 
the ""J'nrenten.tt of panj.,.,..ph (Jl of_lhis section, for tbe procure­
ment. to. qui.J!tll.y or &uch aareralt, an:c~ft parts, or aeronautiral 
a~nes w1thou~ rt1(11rd to ilie provtS>Ons of pangnpha (a) 10 
(•). incJUSIV<, hereof. . 

(I) ·~he manufacturi~g pl~nt, and _books, of any contractor for 
furn1.sbl~lJ.t' or constructutg &Jrcraft., an"t:"raft parts, or aeronautical 
ae<.~.-1es, for the \Var Department or the Na'J' Deportment. or 
•nch, part of an~ manu_f•elur..ng plant as _may bo so engaged, shnll 01 
oil wues bo subJOCl to 11181!0Cl•on and audtt by anv person designftted 
br the beud of any execultve dcp•rtment of the Uovernment 
: (m) All n~tdits ~nd reports of inspection, made unde1· the lro­

,-,.,ons or tins J;Cchon, B!u•ll be Pl'\lSCI'VOO by the &'Crelary of {vnr 
or the Sccl'ellu·)t or th~ Nnvy, ns lh~ case may be, lor a pe1·iod or t<-n 
yeol's. nnd _sh11ll bo sui!JOCI to n•spoct•on by ony oomnlittee of Con,.:ress, 
amltl1e SUI<I Sccrehrte<! shall annually make, a detailed and itemi•ed 
r<>port to Congress of a ll the departments operations under this 
se<:t!on,the nam011 and nddresscs of all oompttitors, and of alltJe.-.ons 
hanng been a'"•af(lcd contrncts and the prices paid for uircn,rt 
purchased and the ~rrounds and reasons for havmg awarued such 
controcu to the parttcular persons, firms, or corporations, and all 
such re1':"ru shall be print~ and held subjoc~ to public distribution. 

(n) r;,·ery ,-cndor of des!l·:'ns to the_War Department or the Navy 
De1>art~nt under tho prov!Slons of tha section, and en,ry contractor 
for furnislung or oonlil~tmg for the _War Department or the ;s0,,1, l>epart1~1ent. or bo!h, aarcraft or BJrcraft parts or aeronauticAl 
a~rtes, sholl delu•er to the Soerctary of War or Soerctary of tl 
~..-y, or boll•,. ":hen required by either or botb, a rdeaso 'in liU;I~ 
form and contamm~t such terms and conditions as may bo prescribrd 
by _the Secretary of War, tho Secretary of tbe Navy, or both. of 
clo•ms ·~ the part of such vendor or contrnctor against the United 
States msmg out o{ such snlc or contraet or bollt. 
. (o) All .or ony npproprintions availabl~ for tho pvocurcmcnt o f 

&Lrc.rn(tt oucrnft. purts, _or neronautical accessories, for tho \\'nr 
Deportment or the Navy Doparlment shnll also bo nvailablo fo 
P•~·ment ~f the pu"!'ltasc price of designs and the cosUI of arbitralio~ 
IS aulhonzed by lhls soclton. 
U (_p) Any collusion, understanding, or arra~. ement to depri•·e the 
i.""ed States <1~•·ernment of the benefit of full and free eoml."'tition 
1: ~~ coS mpetitJon authorized by this se<:tion, or to deprtvc the t: boo tales Go••ernment of the benefit of a full and frte audit 0 ,' •e ks ol any person, firm, or corporation en!!aged io carrying 
OU ~n~·rontraet authorized by this seetion1 ro far as0 may be nectssnr)' 
1~ di.~ ose the exact cost of executing such contnd shall be unlawful 
~rial an~ '7rson, fin!', or coq~rat!on tbll shall, up;,n inclictment onJ ..,..-• m ':J?.~ gutlty of ' ''olattng any of tbe provisions of Utio io b:~ a_ "" sentenced to pay a fine of not exceecling $20,000, or 
of th.''::fu':t,.sonod not exceeding five years, or lx>t.h, at the cli~rtt ion 

d (~) ln tho procurement of aircraft oonstruct«l aecording to 
ll~~~~s prcsalte<! by nny inclividual, firm, or corporation prior co 
•nd If ss•5e o( tlus ~\ct, which desigDB have lllll?n reclueod to pract i<'O 

01111 to bo su•t.ablo !o•· tho purpose intended.. or acoordin11 to 
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such dOiigJI! with minor modi1icatiaas tbereof, the ~ of 
War or tlie Secretary of the Navy, wh.., in 1m opiDlon U.. ~ ' 
of tho United State& will he '-t ~ lhareby, -y contnct with 
said iodindul1 firm, or corporatioe, at ..........,.. l'ri'* for llld. 
quantitieo of aa1d aircraft,p~ft ""--• ~~~autifoaltb .. e:oioa 
uhomaydeemDO<m ry: u••·--Oilo ·&-~ 
of War or tho SecRtary of the avy, in each IUCh eaa aba11 bi 
final and conclusive. 

(r) A board lobe lmown as the patenlll and dOiign. board is her.b 
cr<'nle<l tho th,..,. membe.n of which shall be an Aai«ant SecrotaJ 
of Wo;, •n Assistant Seeret.ary of the Navy, and an Aaiatant 
Scerotary of Commerce. To this board any iodividual, firm or 
corporat1on may submit a design for aircraf t, aircraft parts' or 
aeron11utical acoossories, and whether patented or uopaten!ablo/ tho 
said bonrd upon tho recommendation of the Nat•onol AdYll!OI')' 
Conunitteo for Aeronautics shall determine whother tho 1184> of lllch 
delligna by tho Government ia desirable or n-ry, and evalua!4 
the design• eo submitted and fix tho worth to the United &.atea 
of aaid <TMign, not lo exceed $76,000 .. Tbe said deoigner, indindual, 
firm. or corporation, may then he oft'ered tho eum fijed b,y tho boord 
for the owntl'!hip or a none:rclosift right of tho Un1ted Stat.. 
to the 1110 of tho design in aircraft, aircraft p&rta, or aeronautial 
a4X<!SSOries aed upon the aceeptanc:e thereof lhall execute eom\'lele 
usijlnment or nonexclusive liCdlSO to tbe United Stattt: P-uM., 
That no sum in ex<*S of $76,000 sbaU be paid for any one design. 

(o) The term~ " winner" or "winners" u UIOd io thla lleC&o 
shllf be oonstrued to include not more than th...., competiloro ba-ring 
tho hil!bMt fiKUre& of merit io any one oomrtition. 

11 

A S<c. li; Under. such ruloe ';"~ regulations u be ma ._ri .... 
\ · and ,notwt!hJtandlllg tho P,roYUIODO of eoetion 14 of tl;. pAct., ib'' 

p,..,dent ,. h.~by ~utbo~ to p,_,t., but not in tb& name 
0

; 
Coogrea, ~ di~iruiohedto flyu>g ~ of approP.riate dMign wi th 
a«ompanylllg nb6on, to any person who, while aervi ·' 
!"paci!'Y with tho, Air Corpe of tho Army of tho Uni~ 'sto~'2 
•nclu.tirur tho National Guard and tho Organized Reae :-> 
the UniTed StotM Navy, since tho 6th <tav of A ,.ilea, or w1th 
distin~:Uished, ~r who, a&r ~e approvll olthia Aet d!st~:17•. ru 
blD~S<If by heroiBlll or o:rtroordmary achievement wbil . 8"'•.1es 
in an aerial ftigbt: PN>vuud, That no person shall bfaj'ti~b~atfng 
the award of lf>B distinguished ftying eross for an t e ' IP f B or 
prior to November 11, 1018, except officers or enlist~ ac l'C) ohned 
berttoforo been recommended for but have not receiv.:l''th w 10 ave 
s10nal medal of honor, the diJ!tinguished service c h 00J'.8~· 
guished service modal and except those officers rosslis':!.it c IBlln· 
displayed hcroiam while serving 01 instructo or en men '!ho 
sehools. No more than one distmRUished 8 .rs or students at !ly•ng 
to ony one peroon, but for oocli su~ Cl'08II shall \>0 ISSUed 
sufficient to Justify tho award of a di.stin~:f 3r. acb1evement 
President may award a suitable bar or otlier 'tab~ ~ tho ..-om •• be shall direct. In case an . di 'd sw lo d:ev.1ce ~o be 
himself sbap hOYe died before them~ :f :J:I wh~diiUnl!!ulheo 
may be entiUod, tho award may noverthe106S he e awa to wliich ho 
or the bor or other device preaented to such made an~ the • .._ 
deceosod as the President ma desi ate, b rep.._.,tallve of tho 
device heninbefore autho.i:a sh:Jfbe ~.::1' cross, bar, or other 
individual whose entire service subseq~:':t l :J: Pc:esented to any 
guishes himself hat not boon honorable. 0 e time he dillio· (t ) HereoJter whenever tho Secretary o War or tho 8ecroWJ 

of the Navy, shftll enter into a oontro.ct. for or on ~l1alf of the Uniteil 
States. for ai~raft., aircraft parts, or aeronau~Cil aeceooorieo, ) ( 
said Secrttary •• hereby authorized lo award such eontra<:t to the 
bidder that said Secretory shall find lo be the lowest Nlllponsible 

SIX:. 13. Each enlillod or en lied 
•~·•rdcd the disti~iahed a inro man to who'!' there shall be 
bo eotiUod to add1tional pa~ ft ~~ r~[e thf ~dter's medal shall 
1be date of tho aet of heroism o. ..., per month from 

bidder tlutt can aatisfactorily perform the work or the &erfics 
requirod to the OOst ad vantage of the Government; and tho dociJion 
of tho Secrotary of the department ooncemed aa lo tho award of 
auch contract, tho interpretation of tho proriaiooo of tho eonlrocl, 
and tho •P.PliCJtion and administration of the contract aball not 
be reviewable, otherwiae than as ma_y bo tbt<rein provided for, b! 
any oOictr or tribunal of tho United Stales except the Presideot ...a 
the Federal courts. 

S!'JC. II. Under onch rules and -.egu]ationa u h• may p.....nllo 
tho President ia hereby authorized to preomt

1 
but DOt i.ll tho DO"'! of 

Co~ a medal to he known u the soldier a medal, of appropn,•'­
dMign, wi th aceompaoyiog ribbon, to any ~1'8011 who, while •mac 
in ony e&j!acity with the Army of th& Uruted States, includin8 ~ 
Notional Guor'd ond the Organized Reserves, aball beredter dJsl!•· 
~ah him~tlf, or heroetf, by heroism not involring aetull eontl•.t 
w•th on enemy. 

No more thon one eoldier's medal shall he j.-od to an• one 
peroon ; but for eACh 811ooeodillj( deed o~ act suftlcient to justifT lbe 
oward of tho 80ldier's medal tho President may award a owCAbl• 
bar, or other ouitablo device, to be worn u he aball direct. 

"hich the award ia based .,nd or o:rtraurdmary achievement on 
in lieu of the dillinguistied a O:OCh bar, or other suitable device 
as hereinbefore provided for shijfg fUSS tJ:! the 80ldier'e medal

1
• 

pay at the rate of $2 ~r mo~th fro: ili 6 d te lo further addition& 
?' e<traordinary achievement for whiJ. U, of tho act of heroism 
IS awarded aod aaid additi nal e bar or other device 
tttive servfoe, whether such '~onla!J,:_tall continuo throughout hia 

SEC. 14. That il au eocti ce .0! shall·not he continuoua 
helc! lo be iovalid it Y ia b.,: or PJ"C?dYI$IOn of thia Act ohall he 
and proviai.ona of Uuo A 1 pron ed that all other oeetiona 
:•tioue io full force U:.'ft"!t.. er.p;-y h~~ lo he Invalid oblll 
d retroacf tive and the pro•iaioDO h~7~~,n1 otalcf lhia Act aball 
a~ o approval thereof,; . """' o dect upon lnd •U. Acta. or porto ot ~:f~":t!th~prond~. for berei!', 
et or lliCOilSistent therewith be, d J! e provlSIODS of thll 
Approved, JuJ.y 2, 1926. an e same are hereby, repealed. 
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(Pt:aue>-No. ••II---69Tn Coscaus] 
)II . R. I 08:!7) 

An At\. To provide more etreetively fOT the oaUonaJ detenee 
b'' iocre:ulnc th~ tMdtoey ol the Air Corpa of the Army ol t.he UaJted S&atoe, 
aiid fvr- other pu.rJ)OfOI. 

Be it e~oacled bJIIM StMif and Home of Reprutnlativu of IM 
Cnil<d $toltt of Atnt,•ica in Oongre&& a.aaemhl.etl, 'l'bo.t tho Act 
entitled 11A.n Act !or rnnking further and 1nore effectual J>rovit~ion 
for rhc nBtionnl defense, nnd for other purposes," approved Juno 
3. JU16, us omcndcd, bel an<! the same is heo:eby, nmended 60 thnt 
the .l.ir & rli<-c refc•·rc< to on thnt Act nnd Ul 1111 s:ubstquent Acta 
of Con•!To;s shall be known as the Air Corps. 

SEc·. ~Z. Colu'()Srn oN' Of' ,.n•~ AIR Cont"S.-Thnt section l3a of tha 
Atl •ntitled '·An Aet for making further and more effeetunl pro­
,.h.ion for the national ddense, .and for other purposes,~' appro\·ed 
.June 3, 191C. as amended, be, and the same is be~r. amtnded by 
~riking out 1ht same and inse_rting the following in lieu the.reof: 

-Soc. J3a .• I.JH Coars.-TI>tre IS hereby created an Air Corps. 
Tht .l.ir COrJ>S >hall consist of one Chid of the Air CorJ>S. "·itb tbe 
rank of major IW'tnl; th""" tlSSiSI4Jlts, with the rank o{ brigadier 
~ .. neral: one thousand five hundred ana fourteen offiocrs in gradeo 
from eolon«!l to second litulennnt, inclusil't; and sixteen thousand 
rnlistt"d men, including not to exceed two thousand five huodrN:l 
fldn: eotl('lS. I)U('h rtlrl of whon\ as the P resident may dircet being 
fOrm<·d into tncli<'u units or bands, organized as he may preseribe: 
p, .. ,·idf<l. That the Chief of the .Air Corps, at least two bribolllier 
.;enentls, nnd nt least DO J>Cr centum of the officers in ench grode 
below that o f bri~nditr g<neral • hnll be flying officers : Provided 
fur/leer, Thnt in tunc of wor 10 Jl<'r centum of the total number of 
ofti<'<'I"S thaH mny 00 au1thori1A:d for the Air Corps for such wnr rnay 
IX' inuneditately eommiAAioncd n,s non flying officers: ProuU/.t(lfurther, 
Th1H as soon as o sufllcicnt number can be trained, at least 00 pe.r 
, .. ntum of the total number of officers authorized for the Air Corps 
for such war shall be flying oOicers: Provided f1lrlher1 Thot here· 
After in time of peoee in order to insure th$t the commiSSioned oAieers 
of the Air Corps .•1!•11 be properly qualified Hying officers. and, for 
lhe purpose of gmng officers o f the Annv an opporturuty to 10 
q~ahf~-. the Secretary of War is hereby auihonzed to d<tail to the 
.\o~ <;'orps ollictrs of aU grades and sueb officers shall start Oying 
tramm;: immediatelv upon being so detailed. but berea fttr web 
ollicer-. !hall not ...main d<tailed to the Air Corps for a J,>triod iD 
tx~s of one ,.f'ar or be J>4!rmanenth· commjssiooed the.rt•n units~ 
tht.v .qullif~ i.oo fl~·ing officers: Prot;~ded {urlhor, That any offioer 
\VhO IS .•peeofic~lly recommended b~· the Secretary of W~r beeauiiO 
of. 'pee•al oi•u•hfical!ons othtr th•n as a flyer may be detuled to the 
Air Corps or a period lon,cr than one year, or may be pennan«!.ntly 
t'Of?mi~oned in the Air cOrps, but rucJi officers, cogcthe.r with those 
flymg officers who sholl ha,,e become disqualified for ftying, shall not 

Regraded Uclassified



2 

be included among the 90 pu c:<>ntum of Bying officers: And ~­
f1.rrha, That nocbin:; in thiB .\ ct shall be eonstru!"i to limit the 
numll<'r of offi~rs i n each grade that may be deta1led to the .\l r 
Corps for tr•imng as flym_ll offioers except that the total n\'ffibtr of 
ofli<·• r• nllotted to the .\.r Corps shall n~t be excooded. Flymg units 
•hnll in nil cnsos be rorruunnded by Oytng. otlicnrs. Wbcre1·cr llS<d 
in this .\ r t n fl)•inl! ~tlicer it;t lime of [l<lftCC IS defined as one '!ho baa 
rtoceh·td nn uerorunahcnl rating na A ,Pilot of servtce tl'P,U of ntrcrdt: 
Prot•idrd. That nil officers of tho A a~ Corps now ~ofdinl! any rating 
... 8 pilot .hall be considered • • flyang officers. wtthm the meaning 
of thas .\ ct: Proridtd ;urthcr. 1'bat h~reafter tn on!er to m~ivt a 
ratinJ: as u pilot in ~ime of rwatt an ofl•cer or an enlasted J!liD m.ust 
ft\· in htt\\'itr•tllllD•31f craft ~t.l~aq: two hundred hours whllt 1e11ng 
._; 1 pilut. H'\'f'nty·fh-e of ~"h1rh must be alone. an<~; must SUC!ftS!:(~ll:r 
C'OIItplo•te 1 he <:OliN' pl't'l'Cnbt<l b)' "'!mpetent author!t)': And prorodtd 
fu rl/iu-. 1'Ju&e in time of wnr ~ t\ran,:t. officer IUO~T tnclude 8~)' Oflktt 
wllO t10 .. r<'('th·cd an :u:~ronnut•cnl rfiliO.(: ns !' p1lot of scr\'ICC t~'))('l 
of air f• rn h ami n1:-'0 in. time ~ r wnr mny melude any officer .who 
h n!4 r('rPh·t ,J nn neronnuhcnl. l'flt111K R!il ohsern•r; Officers nnd enh.;t~ll 
III\'U of thl' ,\rmy e:lwll rCCC'IrC nn 10\' l'en~ C?f oO per ccnt.um ~~ thetr 
pnv "'ht•n hy arliN':! of competent 11~1thon~y th.e,:r nrc rcqmre\1 !O 
pui·liripnt(' t'"i'~"ltlttrh· nnd frequ<'ntly 10 ncrr_n! fhgh~s,. and wh('n tn 
t.'Otl"'(I((U('nce of ~neh o•xler~t they do pnrtiCipat~ m ~,:.ttJiar and 
rn"'1ut.•nt 1H•ri1tl fli~hts ns definri l by such Execubxe orden~ ~ hare 
hr~tor!H"t' IH't·n. or rnn.~ .. herenfcer be. promulb,rated by the P~1dt!'t: 
/'roriflr,/. Tb:at nothin~ in this :\ <'t shnll.be construed as amtnchnJT 
t:-.i ... dnu Jlro,·i:oinn..~ of lau- r~lahn;: to fh·an:! ca.det& On and afttr 
,July { 1!1':!!1. onol in time o f I"'•""· no~ iess ~an 20 per ...,ntum ~f 
tht' totnl number of pilots employed m t.acttc&l un1ts of 

1
the .\ 1r 

Corp' .hnll be ·~li~ted men. ~te)lt when the Secretary o f \1 or !hall 
4t4•h'l mint' that tt 1s 1mpruct1CRI to secure that number of enhsted 
pilots. . . d 1 d .. Enl h.tccl mt'n of the fot11·th , hhh, Sl:<th,. an st\'cot \ grll ca 
in thr \i r Corps who h nYc dtmonsh·~tted the1r fitness 11nd shown 
tht\l th~y !)Q~-.'S3 the nece~.nry tcclu~i~nl qunlificntions thc:-re ror llnd 
1u·~ Nl~tl;.!t't! u~n the dullts p~rt•unang- t~ereto may be rAted "s 
nir Jurc·httnll'S. tu~t dns:;,::. or n1r mechomcs, second cl~ss. undtr 
,.u,•h nH•ultnion.'= u lhe Secretl\n• o f \\ror ma\T prescrtbt. F..ach 
tnh·t,.,(m•n while holdin .. the mtin~ of ai r m"echanic. first d ..... 
Alh! )'lt'rfnrmint: tht dUI j~ IS :otUCh Eha1J receil'"e ~e pmy or .the 
"'·Hnd ;!n,lt-. . nnd ~rh «'nli~tttl man whi~e holdang .the nh~ 
of :~ir nu'\·hamc. second ell\&--. nnd perfornnn:t the duttt>S U 1\K' h 
t-hdl n'l'\•htt th:! pny of tht' third grade: ~rq-cideJ. That sue 
nu·uhc•r n~ th(l &-""Cn"'IAr-\' of \\-1tr mav deternune as ncces._qary. not 
to "M'''t'll J.l pt-r centnln of the totn l ~nthorized. enlisted Ftren~'th 
nl thr .\ ir C01·ps • .to-hull be rated ns o1r mechan1cs1 fi rst clnss. or 
nir nh·~·h,mit .... ~l'('On,l clo~ ... 

~1:(", a. Tr~ll'OR.\UY rt.\~K fOit .\ In Cours OFFICERS.-The Se~rfiAry 
or \\':u- is lwr'\'1)\· Authorized to n..._~ign, under such regulrttiOn! as 
ht• pn"'<·ribC. officor; of the .\ir Corps to flying conunond!, 

,._lill,,lu•,if na!' win•"S. !!TOups. Fquadron!L. nights. schools. import:ant tl~ 
~A'1Ufl_,, and I~ tbt' ::-.t3tfs of command€'rS Of troops. "«hich ft~iJ:P'::, 
... hllll cnrry witb it temporary ronk. including pay and allowa 
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appropriat~ to 111th rank,, as dete':"'ined ,bY the Secretary o f War, 
for the 1,..,od of such LSSlgnment . ProtJidtd, TI1at 5Uch ~mporary 
rank is limited to two ~es abo•·e tho J>ennanent rank of the 
olrteor appointed : Pro'!ided further, That no officer shall be 
tcmpor,u·lly ih.)''"nc...d 1n ~nk as contt.l.ll)JIItted in this section 
unlo;;s tho Cluof of tho Aar Corps ccrtthes that no officers of 
~uil;blo pcrmnnl•nt rnnk nr:e M'niloblo for . tho duty ~equirinA" .tho 
incrrn"'tl 1'11nk : And pro?Jide<~ JurtMt-, l hat no ofttcet· hold ang 
temporary n111k U!\der che pro,·•stons of this sect ion shn~l (?e eligible 
to t"'nlmand ouU1de. o_f h1s own corps except. by seruoraty under 
his ~Wnnanent commuiliJon. 

·oc. 4. Cou..,cnos or I'OO:v<mo" LIST.-That the Secret1>ry o f 
\l'u be. and he io hereby, directed to im·..tigate and study the 
aU..-_..00 injustictS which exist. in tlte promotion list of the Army 
o_o,l to submit. to Con~ress on the second Monday in Dece.mber, 
19-2..;. tl~is ~"otudy, to~tether w_ith ~is recornn1endations for chan~~, 
if nu,·. an the present promotion hst. 

Sr.C .. ) . .t\ rH SP.QTIONS or TJTE GE~£RAL ST,\,..,.,- That St'Ct ion 5 o f tho 
.\ct entillcd .;A n Act for making- further nnd more etrcetual provi~ 
tiious fo1· l!lc narionnl defense, nnd fot· other pul'poses," approved 
June 3, lUlU. liS nmcnded, be, and the snrne is hcl'eby, amended by 
oJdinl! ahc roll owing paragrnph nt the enrl thereof : 

··Thnt for the period of three yenrs immediately following July 1, 
1!1'~6. there is hereby created in each o f the divisions of the \\'ar 
l.ltpanmtnt General Staff an air section to be headed b•· an offioer 
of the Air Corps, the duties of which shall be to consider and 
rtocontnltmd proJ>er action on su('b air malters a.s may be referred 
to SU<'h ,u ''ilion.~ 

!<t:c. C. FL\'ISO PAT,-That section 20 o f the Act of J une 10, 1922 
.(Fort~·-~ntl :Sio tutes, page 632), as am('ndtd, be, and the A rne 
as herehy. nm~nded by striking out the same and inserting the 
folJowin~ in lieu thCJ"'Of: 

"'Sec. 20. 'I'hnt. all officers, warrant oA:Icers, nnd enlisted men of nil 
branclH•s o f 1he Army, Nnvy, l\fnrino. Corps, and Co1•st Gunrd , when 
by Orders of t"(Unpetent authority th~y 111'(1- r(!((llired to parcit ipnto 
re~.ru iMI,\• and frequently in aerial flights, nnd when in consequence 
of such orders thet do participate in regular and frequent fiigbts 48 
d<'fintcl b~· such l'~xecuth·e orders as ba,·e heretofore been, or mav 
~en>After btl Jlromulgated by tbe P residtnt, &hall rteei<e the sanie 
l~reL~ of t ltir r•y and the same allowance for· tra\•tlina e.'q>f'n..."tt 
as are .authorit.N for ch-: ~rfonna.nce of like duties in lhe Amty. 
f;.tcht•l\·e ~f the Army Aar Corps, and •tudtnC avialors and qualified 
otrt,.ft p•lc>t• of the Navy, )Iarine CorJlo, and Coast Guard, the 
nu_n1Jxor of offi<"<'rs o f •ny of the services mentioned in the title of 
th os .\ct "ho ntny be required by competent auchority to participnte 
~:rul••·l,v nnd freojucnely in aer~nl flights "" defined by such Execu­
U\·e Ol'dCNt lU~ h"ve heretofore been, or mny hereafter be, rronml• 
gated by tl•c President shnll not at onv one time exeee< I p<lr 
<em~'"' of the total authorized conuni8sioned strength of such 
setv1ce. Office,.., warrant officers, and enlisted men of the National 
ru•nl partici~ating in exercises or puforming duties provided for 
Y S«''IOD! 9-., 94, 97, and 99 of the National Defen..oe Act. as 

• mend...t, and o f the Reser·ves of the toervic. mtntioned iD the t itle 
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of thi• AcL called to active duty lhall l'flCei'fe Ul U.C.U. of. 10 • per centum of their pay •ben b1 orden of eompetent autborit1. t!ooT 
are uired to participate regularly aod t uently iD aerial nipu, 
and ~en iD coDSequenoe of such orders~ey do participate io 
rogulor and frequent aerial flight.~ u defined by tuch &ecuti,. 
or(lors as have heretofore been, or may hereafter be, pronlulglled 
by tho President and when such flyiDg iDvolves travel they lbaU 
also roooive tbe same allowances for traveliDg e~ .. are or 
heruCter may be authorized for tho llegular Army: Pr1>111dtd Tbat 
when officers, warrant oOicers, and enl.imld. men of the N~tiooal 
Guard are entitled to armory drill pay, the iDoreate of 60 per 
centwo thereof herein provided shall be ""-! on the entire amoow 
of tue11 armory drill pay to which they siWJ be entitled for a 
calendar month or fractional part thereof, and the required aerial 
night.~ may be made at ordered drilb of an Air Se...,ioe o~iutloa, 
or at otl1er times when ao authorized by the President. ll«gulatioas 
in exeeution of the r.ro••isioos of thia !"Ction _shall. be. made by U.. 
PI"'8ident and shal , whenever practicable m his JUdgment, be 
uniform for 11U the services coooerncd." 

Sr.o. 7. APt'OJJ<TME.'<T o• C111v or TmJ Alii Coru>s.- That the 
third aenteoce of section 4c of the Aet entitled "An Act for maldn1 further and more effectual pro••ision for the national defeMO, and 
for other purposes," approved June 3, 1916, u amended1 be, and 
the same is hereby, amended by adding thereto the follo•nng : 

''And 1'roridd furlh4r1 That duriog the period of ae•ee 1f'l" 
immediately following JulJ' 1, 1926, any appoiDUn.ent .. Chief of 
the Air COrps shall lie made from among ollicera of any grade of 
not IC!II tl1an fifteen years' commissioned service, and from 1M. 
who hne demonstrated by actual and extended servioe iD IUCh OOIJl' 
that they are qualified for •uch appoin~t; and u aasiJt&nta 
from amontt officers of not 100!11 than fifteen yean' couunit!lioned 
sorvice of Similar qualificaliona: l'rovidd, That the Chief of lh• 
Air Corps shall make rooommendaliona to the Secretary of War 
for the appointment' of his assistant&" 

Sr.c. 8. } ' n"&·YUR Am eo .... PHOOLUf.-For the purpoto ol 
increuing tho eOiciency of the Air Corps of tho Army and 
for ita further development the followiDg five-year program u 
authorited: 
P.-ssr.t..-The number of promotion-list ollicers now autbori..d 

by law in tbe grade of ...,.,nd lieutenant of the Beaular Army is 
hereby iD<reaso<l by four hundred and t.b-, and ihe number of 
enlisced men now authorized by law for thellegular Army if htrtby 
authorized to be inereased by six thouaand t...-o hundred and forty: 
Pro•i<hd, That the iDcreue in the number of ollioers and enu.ted 
men herein authorized shall be allotted u bereinaller provided. 
'!'he preoent allotment of officel'!l to tho Air Corps is hereby author· 
i%Ald to be increased by four hundred and three officers distributed i.o 
gradea from colonel to socond l.i.outenan!:.!, iDelusive, and tho P'~ 
•llotn>ent of enlisted .men to the Air vorps is hereby autbon..d 
to be iDcreastd by six thousand two buna-1 and fony enli~ 
men. The P resident ia autboriud to call to active eenice, with tbeir 
conseot, such number of Air Corps J'eMt'Ve ot1cuo u be may cieeiD 
• ..,_..,., not to exoeed five hlllldm aod fifty, VO per-t""' of 

(7<L '1'1 5 

• ,..~om mall eerve for perioda of '* more than on. '1'1!.• and 10 
r c:tntum for ~~ods ~f DOL;""'H than t wo yeara: P.....ndd, Thd 

~tbi oontained •n th11 eectlOD aball alf~ the number of ._rve 
:mce:that may be ,CG;lled to ad:ive duty for perioda of Jesa than 
six 01onthl under ex••bng law. 

Equu•>rnl'IT.- The Secretary of War ia hereby ~>uthorized to equip 
and maintain the Ai":_ Corps with not to exceed one. thousand e1gbt 
hundretl oervicuble aJrplanes, and such number of airsb1ps and free 
and captive balloons u be may determine to be necessary for 
training putpOII'II, ~or with span> part&, equipment, supJ!Iies, 
hangara, and U>stallauons nect861ty for the opention and mamte­
nance thereof. In order to maintain the number lpOcified above, 
the Secretary of War is hereby authorized to replace obsolete oc 
unsem-ble airera ft from time to time: ProWL~ That the 
-ry replacement of airplanea lhall not exceed apl'roximately 
four huildred annually : ~ That tho total nwnber of air­
planes and airshipe herein authorized '&ball be exelu.sh•e of tboee 
waitin~;~ salvage or uodergoing experiment or oervioo tests, tboee 
author~ zed by tho Secretary of War to be plaoocl iD museums and 
those cl198i60d by tho Secretary of War u obsolete: A.nd provi<Ud 
furlAor, 'l'hat the total number of planes authorized in th1s section 
shall include tho number necessary for the training and equipment 
of the National Guavd and the training of tho Organited Reserves 
as mav be determined by the Secretary of War. 

Mmtoo or '"CKZAtL-Tbe total increaa iD penonnel and equip· 
men• authorized herein shall be distributed over a fiv.,.y.r periOd 
beginniDg July 11 1026. Not to exceed one-fifth of thB total iDCtUM 
obill be made during the first year, and tho remainder iD four 
approximatel1 equal inerements. The P reoidont is hereby authorized 
to submit to Con~ annually estimatea of tho colt of carryiDg out 
tbe 6•·e·year program authorized herein: Provided, That a supple­
mentnl estimato for the fiaeal year. ending June 80, 1927, may be 
submitted to cover tho cost of tho first onnual increment. 

Sw. 9. That &ection Ga of the National Defonae Act1 as amended, be, 
and the 80.Jlle is horoby, amended by addiDg a~ the end of said section 
5a the following: 

"To aid the Secretary of War iD foeuring military aeronautics, 
and to perform tuch functions u the Secretar1 may direct, then~ 
ahall be an additional Allsiatant ~rotary of War wbo mall be 
appointed by tbe President, by and witb the advioe and consent of 
the Senat~ and who. compensation shall be 6~ed in atcordanC& with 
the Claaoitieation Act of 1923." 
~,._ 10. (a) That in onl~r to encourage the development of 

a\'latJon and Improve the elllcienev of tho Army and Navy aeronau­
ti~l materiel the Secretary of War Ol' the Soeretary of the Navy, 
pnor to tha t>rocur~ment of new designa of aircraft or aircraft parta 
or. aeronautical accetiiiOrits, shall, by advertieoment for a periOd of 
thirty dn.•·s in ot least three of the leading ooronautical journalS and 
!0 ~ruch other manner aa he may deem adVIsable, in•ile the submiSIIion 
·~competition, by -led communicationa, of •ucb cleaiP. of ain:raft. 
frtnft porta, and aeronautical aCCtiiiOries, tOf!"tber woth outatement 
0 !~ price for which such designa iD 'lthole or iD part will be sold 
to \110 GoYtmment.. .. i • ~ 
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(b) The aforesaid advertisement &ball specify a suffiei•m t•r~~t 
not 1- than sixtr daY" from the expiration of the ad-.r11• 111,; 

period •. within wbach . all such ~mmunications containing t).....,1,:r:; 
and prtti!S therefor must be aubmtttod, and till such communientiOII! 
rooeived slutll be carefully kept sealed in the War Dep•rt•n<nt or 
the Nnvy Depnrtment, as the case may be, until the expinuion of 
said specifled time, and no designs mnilod after that time ,lt1111 1,. 
roccivcd or considered. Said aavertiscment shaH state. i11 J.!'('Hl·ral 
terms the kind or aircraft, pam, or accei!SOries to be devrlopoo and 
the nJlJlro•imote number or quantity required, and the deJ>Ortm•nt 
oon(l(!rned o;luul furnish to eoeh applicant identical speeitic tlet•oi..J 
information as to the conditions and requirements of 1he compttlliOQ 
and u to the ,·arious features and characteristics to be dt<tlopod 
listing fipecificall~· the respecth~o measures of merit. exp~~l i~ 
mtes P"r centum. that shall be applied in determining the nltrlll 
of the designs and said measures of merit shall be adher«< to 
throuf:hout sud, eoml'"tition. All desilfrlS received up to the llmt 
specihcd for submitlong them shall then be referred to a board 
appointed for Urno purpOS<> by tho !:locr·etury o[ the depurtonent 
conee•·ncd ond shall be app•·uiS<ld by it ns soon ns Jlraclicable nnd 
report mndc to the Seere.tory as to tho winner or winnon; of f;U<:h 
competition. When said Secretory shnll hove approved the retlOrt 
of uid board, he shall then fix o time and place for a public 
announcement o! the results and notify each competitor 1hert0f: 
but if said report shall be disapproved by said Seeretary. the paptn 
shall be returned to the board for rcvrsion or the oompetitoon be 
decided bv the Secretary, in his diteretion, and in any case the 
decision of the Secretary shall be final and eonclu.l\ •. ,..lkh 
announei!mcnt shall include the J>ercentaj:!e& awarded to eoch of lht 
several features or characteristics of the designs submitttd b'' mh 
OOillP"titor and the rricr.s named by the eoml>etitons for tlot or 
designs nnd the sc\·era fcuturM thcr·eor if separab e. 

(c) Thereupon the said Secretary is nuthorizecl to contract ~<ith 
t.he winner Ol' winners in such competition on such terms ond corhll· 
tions tUI he may deem most. advnntngeous to t.be Go\·ernmem for 
furnishing or Constructing nil of each o! the items. or all of nny 
one or more of the stweral iterns or the aircraft. or earu~ N' 

accessories indicated in the ad\·ertisement, as tlte said ~f'ftary• 
shall find thai in bis judgment a winner is, or can within a ,.......,. 
able time become. able and equip~ to furnish or eonstnlCt '""~ 
faotorily aU or part, provided •aid Secretary and the winner thall 
be able to agree on a reasonnble priti!. If tbe Secretary shall d<eult 
that tL winner can not reasonablr carry out and perJorm a conlrtrt 
for oll or part of such aircraft; ports, or accessories, ns abo,·e JH'O· 

vided, then he is authorized to purchase the winning dcsil!"s or any 
separnble pnt'ls thereof if n fnir nnd reasonable priee can bo og~l 
on wi th tho winne.r, but. not in cxceSB of the price submitted wuh 
the designs. 

(d) After contract is mode, R8 nuthorized by any provjsion ol 
thi9 section, with a winnc.r in such design compc.tiuon .~~~ 
furnishinjl or oon.strueting aircraft, aircraft parts, or aeronauh""' 
aoce580riea in acoordance with his designs and J>aymeol is eompltttd 
un.ter &aid contract, and after tho pUrchase of and payment for 
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!!arr J 
Woodring: Yeah, Henry. 

" .!' .Jr: Good morning. 

II : Good l'lorning . 

May 17 , 19lio 
8:"'9 a.m. 

'!." . Jr: Taking up your orrer that when I want sooeth1ng, 
need help, to cell you direct. 

!.": YeM. 

2GO 

·•." , Jr: Two thln~e , lest night in tal kin~ wt th t he Pre81dent 
I told hln about -- he t old me about - - we hed t o 
do ~o~eth1ng to ge t the French eo~e planes . They 've 
been f ussing around With 1t end t hey e~e through 
with a sugRS~tlon that could they , on some beals 
or other , get the P-)6 1 s t hat we have now on hand 
and t hen they' d ~ut 1n en order ror newer ~lanes 
and give them to ' us later, you see? r 

\1: Um- hm . 

:r. '!.Jr: I spoke to General •~arshall about 1 t at a 11 ttle 
arter seven t h is morning end the President said 
to cell him end he said he'd work on it, but I 
wanted to tell vou about it eo you • ~ know it !!rat­
hand. You see? 

W: These P-)6 1 s have already been delivered, you nean' 

!:, '' . Jr: YPah. 'l'hP though t being tha t they'd place an order 
tor a IIIIlS' plene end g1 ve ue a never plane to t a ke 
the places or t hese . ~ou see? 

W: Um-hm. Did ~~areha.ll -- of oourae he liked the idea, 
I 1, ag1ne, or getting the new .•••• 

"· .. 
He made no comment. He said he ' d go t o work on i t 
and let me know. 

About •••..• 

Hello' 

Yes, 
the 
t1on 

about tour or t1Te mont hs ago I t h ink either 
P1 nne or eol'leone put up that same propoe1-

t o ue and I think they told ue some law under 
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\1: 

u •••• J:-: 

11 : 

11 : 

?. •••• Jr : 

11: 

11 : 

II: 

11: 
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which t hey though t we could do i t, but I believe 
our the general rule t het under 
that lew that we had no righ t to -- to sell Govern­
men t propert y . 

~lell , t he thought would not be to sell it. 

No , I know, end I t h ink t ha t they -- I t hink t h is 
law t hat thev cited eaid th~t we mi~t e xchange. 
You see whet we ' d be doing unde r - - under this 
propos ition, as I understand it, would be exchen~-
ing it with an A~eri~an Aviation Company. · -

SonPthing like that. 

And whatever they did-- I t hink that's the way it 
bas to be d one and whatever they d id with the P-36 •s 

,WO\tldn 1 t - - wouldn't met ter to us. See? · 

No , you already have these inferences. 

Yeah, we h~d - -well , the point ls that we wouldn't 
be d isposing of any armament or. a nything bel onging 
t o the United States Army t o a foreign Government. 
I think there's e law against t hat , but if we turned 
them in to th e Curtiss Wrigh t people ••••• 

..... . end they gave us ...... 

• • • . . • and t h ey gave us new ones , whatever they'd do 
with the old P-36•s is no business of oure. See? 

Right . That ' s-- well , that's ...... 

I 1ll talk to Marshall thi s morning -- right away 
and ••. • •• 

I just ~ot a note that he ' s coming t o see me at 9 :15. 
I don't - know vhy but he-- he just • •••• 

Wel l , that ' s probably lt . 

But I -- whatever I do I ' m P01ng to let vou know. 
I may not always - - that ' s What you'd like and whet 
I 'd like. 

I think - - I think it v111 work out better, don' t you' 
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!l.l!. Jr: 

ll: 

H. l~ .Jr: 

ll: 

H. '!.Jr: 

'If: 

R .~.Jr: 

'If: 

R.J.! . Jr: 

ll: 

H.}f. Jr: 

W: 

H. U.Jr: 

'If: 

H.'!.Jr: 

W: 

H.M. Jr: 

W· 

ll .!-! .Jr: 

- 3 -

I'm aure 1 t would. 

All right. 

Now the other thing. 

Huhhuh. 

Yesterday afternoon, I had Brett over here. 

Uhhuh. 

And I've aeked the Navy and we're working out a 
program on the engine production. 

Huhhuh. 

Now, do you want to follow that youreelt' 

202 

I'd like to because I Juat feel, I think I think along 
the aame linea you do, and all, I thought maybe that 
it I did follow it I could contribute aometh1ng. 

Well, I 'm sure - well then, how do you want me to do -

I think it you Just work right through Brett, and aak 
Brett to keep me informed you won ' t have to bother­
it1 e euttioient. 

Right . 

All right. 

And - I meiUI tranltly, I neYer know, you know, between 
you Md Louts, Vbere I atand, but I'm going to work 
vi th you the tiret instance and then -

Yell you'll find I'm not Yery - it I can contribute 
to anything by your doing it t hat way I'm glad to do 
it, it you don' t Vby you won't find me very touchy. 

Well I' m going to work with you in the tirat inatanoe. 

All right. 

You• re the head ot the Department and to110rrov or the 
next day IIAybe the Pree14ent von 1 t work through me 
eo 1t'a all the eame. 

< 
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H. " . J r: 

If: 

l! . '' . Jr: 

V: 

}! . .. . Jr: 

II: 

H . l~. Jr: 

- ~ -

Yee . Yell, let• e try i t that way and then see it it 
doeen•t work out to e•erybody1 e adYantage. 

Well I'm going to · make the ettort Harry. 

All right Henry, and I appreo1ate it, and I ' ll do my 
part. 

203 

Nov ae I say, I just got a note that Arnold and Marshall 
are on their way oYer. 

Well that ' s probabl y What ' 1t 1 e about . You can tell them 
you talked to - and I aaid that I would like to eee 1t 
worked out, 

Swell. Thank you. 

All righ t . 

Thank you lots. 
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!U!.Jr: Hello. 

O~erator: Mr. Woodring. 

H. !'.Jr: Hello. 

o : Go ahead. 

H . :~ .Jr: Harry. 
Horry 
\loodring : Yes. 

H.:· .Jr: <Hineral Arnold 1s still here and General Marshall 
has gone up on the Hill. 

A' : Yes. 

R. !:. Jr: Now I was just tall:ing with <Hineral Arnold about th1a 
thing that we worked on with Brett yesterday, about 
gett1ng Wright & Company and Pratt& Whitney to l i cense 
on the smaller engines. 

\{ : 

R . :~ .Jr: 

·; : 

H.:: .Jr: 

li: 

?.. :'.Jr: 

\1 : 

H. !' .Jr : 

W: 

R.l'. Jr : 

Huhhuh. 

And General Ar nold said he thought he was goi ng to 
take that up wi th them on Monday. llov I made t his 
suggestion, and I realize that I ' m asking tor 
punishment. 

A little louder. 

I'm asking tor puni shment. 

Yee. 

It ' s the job or getting Vright and Pratt & Whitney 
to give t he licensee, ve ' re willing to take that into 

Yea, well I can - better handle it that vay. 

And once they gi ve i n a license the act ual procurement 
vculd be t hen done by the Army. 

Huhhuh. 

But I think that the 
on everything else ve •ve got to put i .n, i e the tact 
that Army has t ried t our or tive months t o do i t and 
been unable t o do it. 

( 
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Yes, 

Plus the power or the Allied Purohasing behind me. 

!Jh- huh. 

I ' m Willing to t r y it. 

~/ell I think it ought to be handled that way anyhow. 

And then also t his thing or try!~ to get, t h!e 
confidential thing, t he deal I had on it, trying t o 
get Chrysler Company t o buy the Continental Motors. 
See? 

Yes. 

And get them in the thin~ eo you would have two people 
in the l i qu i d cooled instead o r Just one. 

Right. 

I ' m willing to t r y both or thoee. 

Well , I think it better. I t meets wi th my a~proval 
entirely. 

\'ell ao .. . . . . 

You tell Brett and Arnold both that I aa!d that not 
t o do anyt hing on tbat until t hey hear ~ther trom 
you. 

Well now, wh.at about Louie J ohn110n on th1e' 

Well that , I don ' t think • ••••. 

Will you t e ll -- say eomet hing to Louie' 

~'~hat' 

Will you speak t o Louia or what' Or ehould I Just 
deal with you and General Arnold? 

I think with ua because he '• not do i ng anything on 
1t, ia he' 

I don• t know. Let me ask General Arnold. He says 
ae tar ae be knows, he doe en ' t eYen knew anything 
about it. 
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\{ell then, Just skip it , and 80 ahead and handle it. 

Well, what I' ll do 1a , you decide when I have these 
people in who from the Army should ait a t my side. 

:iell I think, I think Burno. 

You think that. 

Yea, I ' ll t ell you why. I thi nk I oan say, Just over 
~he phone . to you, I think he can handle i t better than 
Arnold can. 

o. K. But I'll have somebody representing the Army, 
at my aide, when I talk to t hese people. 

And i f on the first meeting you want me around, sit 
bes i de , for the first meeting, t o give our approv~ 
0~ it. 

I'd love it. 

O.K . 

TllAAl< you. 
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H.~.Jr: 

Operator: 

0 : 

?.:• .Jr: 
Lou1a 
Johnson: 

J: 

J: 

!I.V.Jr: 

J: 

J: 

J: 

ll. l-!. Jr: 

J: 

ll . v .Jr: 

Hello. 

LouU Johnson. 

Hello. 

Go ahead. 

Hello. 

Hello. 

Louin 

Yes, Mr. Secretery. 

Got a couple of minutes t 

Yes , s1ree. 

May 17, l~ • 
10:02 a .... 

Take me a few minutes to tell you what I've been doing. 
I was with the President last night, at from five to 
six, and we went over eome or the stuff, and earlier, 
aa you know, you and Brett over here and I had 
Captain Xraue or the Navy. Did you aee a copy or 
the memorandum they gave met 

No. 

You did nott 

We l l, I 1ll have a copy made and eend it over to you 
right away. Now •..... 

Memorandum on wbatt 

On this question or engines Vhioh I showed to the 
President , I mean I 'd like to send 1t over and see 
what you th1n.k of it , you seet Now, here ' s the thing, 
the President wants me to continue to help on th1e 
Whole question, you eeet 

Yea. 

And I 1a pereonally concentrating on the engine stuff, 
and he also has given me, last night, thia question 
ot trnng to get some planee 111med1ately f'or the 
All1ea, you eeet 
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Yea. 

And I called General Marshal, et the President ' s suggest ion, 
enrlt this morning, and ho dropped in before he went 
up on the Hi ll , and he ' s verr much worri ed about whether 
we can or cannot, you see, end etter t e1k1ng t o hi m 
and l i s t ening t o h i m I' ve got greve doubts whether we 
can spare anyt hing. Now, Arnolll was with him and 
he told me that he was go i ng to see the airplane people on 
1-!onday. 

That ' s right . 

And the suggestion tho.t I made, and I 've already talked 
to Hr. Woodring about it is th1e. That I 1d l1ke to be 
bel p!ul i n getting Pratt & 'ihitney and Wri ght to license 
other companies i n the lower horse powers. That's 
what Bret t and ttraue ee em t o think - what was that 
design. And what I'm trying to also do, and I ' ve 
showed this all to the Presi dent, very confi dentially, 
i s to t ry to get Chrysler to buy the Continental engines, 
see. Hello . 

That would be fine . 
on the theory I was 
and somebody wi th a 
them. 

That 1 e a step, constructive step 
advocati ng there t he ot her day, 
lot of money gett i ng i n behind 

Ri ght. Now what I ' d like to do is to send th1e over to 
you. If you say to me you object to my helpi ng along 
these particular lines, I'll drop it. Hello? 

What do you mean if I object? 

\lell I mean 1f you :reel that you could do i t better. 

!:r. Secretary, walt a minute. Let 'a y?u and I understand 
each other. 

Yes. 

Br statute, t hi s i s my business. 

Yes . 

By executive d i rection, the President wants you to 
come i n and help. 

Right . 
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I told the press , one dAy, I welcomed that help. 

Right. 

And it you and I haven ' t been getting along I don't 
know it. 

\fell I 1 ve· been get ting along. 

And any message you leave with Hr. Woodring, I haven 't 
go t t en, he never gives me any messages. 

\'/ell, t hat's - Louis, I 'm not a tool nnd neither are 
you. 

I thought maybe you felt that I waen't go ing along 
with something or something you gave Mr. Woodring. 
He ' s given me no messages t or f i ve or s i x months, 
and I don 't know-

\'/ell that's why, I mean if the B1 tuati on wasn 1 t so 
tense, t he Presi dent wouldn't need me on this, and I 
could be doing my own work. Hello . 

Yes , well don 't the President know that I' m just loyal 
to him. 

Oh he hasn ' t - there ' s been no quest ion, but I' ve got t o 
call up you and then I' ve got t o call up lfoodring you 
eee. 

:tell it ian •i h1s business but I' m glad tor you to call 
h1m too up, I've taken no offense a t anything. I don 't 
know j ust qui te what ' s worrying you Wr. Secretary. 
I 17e been t rying t o play ball with you. 

I' m not worried about you and me, but I never know­
anyway I know where I stand with the Pr esident. 

At least I haven't - and I k.nov wher~ you stand wit h him 
too. I only wish I stood halt as good. 

llell -

But I haven 't done anything that you thought wasn 't 
playing ball, I'm trying t o get 

I ' ve no cocpla1nts. Hello. 
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Yes. 

I have no complaints, the only complaint I have ie 
what it takes out ot me phJsioally to do this . 

Yeah. 

\fell nov -

\fell nov this meeting, Tuesday or Monday morning, I 
t old - Arnold phoned me about holding it, I told him 
t o call it . I told you a bout it, I know I vas 
t alking t o Sulli van early thie aorning and I told him 
about it. 

Good. 

You didn 't feel that you were -

No, no. 

lfuy don 't you send Young over. I 1d rather not have 
Colli .ns there because -

lfbat I ' d like to do -

lfbat I'd like tor them to reel ie that this ie War 
Department ·businese in wh i ch the Treasury is coming 
along and cooperating, we 1re bringing together. I 
r ealhe t hat the olub we've got to uee over them. 
Eventually I've got to aak you to uee it so I'd like 
tor you to have soaebody l ike Young and I like that 
fellow, sitting in and let you know bow this thing 
goee on the Monday meeti ng. How would that work? 

Vell, t hat would work all right, but· I'd like to 
do part o t it a little bit different , you eee? 

Yee, what' s that? 

The part ot getting Pratt & Whitney and Wright to give 
l1oenees, I ' d like to handle it myself in my own 
ottioe with you with me, see, j ust the licensing part. 
When it gets to giving the ordere, that's up to the 
War Department , you eee? 

Yee. 
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R.:<.Jr: Because they fooled t he War Department. 

J : You mean in th1e Mo nday confer ence, the license of the 
people , you • d rather t hat would be Just held, - you 
and myself to talk with theo. 

H. :.! •. Jr: 

J : 

r. . ·: .Jr : 

J : 

?.. :: .J r: 

.: : 

That 'e right. 

Gr and . 

Just that part and i n the afternoon -

1/ell !{%-. Secreta ry, that don't mean I ' m goi ng to l et 
you out on helping force a club on - there are only 
two people that won't let you and myself write the 
ticket . One or t hose is Fleet or Consolidated. 

Yes. 

I can make h1m behave and the other one 1e Martin -
bot h or us will have troubl e oaki ng h1m behave. So, 
I'm not going to let you out and maybe sitti ng on 
him it it'gete in trouble. 

Louie could I call you baok in a mi nute ? The l'lh1te 
House is calli ng me. 

J : Yes. 

P. . " .J r: Can I call you back in a minute? 

J : Fine. 

!: . •• . J r: Rl.ght. 

~ . 'I.J r : Hello 

Cperntc r: Louie Johson. 

H. !:.J r: Helle . 
Louls 
Johnson: Yes sir. 

lU!,Jr : 

J: 

Louia, what I'd like t o do i~_thie . I'd l ike to- at 
ten o ' clock, in my office, e~7Vaugbn and Wileen. 
Hello - hello. 

Yee, I beard. fen o ' clock, when t 

• 
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l'onday. 

Mr. Secretary, don ' t make it then. That ' s the same 
hour ve ' ve called this other oonterence. 

2~2 

Oh, vell. I don ' t have to have it the eame hour. Well 
how about in the afternoon then. 

That'll be tine. I ' ll- ve 1ll have a preliminary 
meeting at nine or eight-thirty it you vent. 

1/o, the licensing thing v111 take - they'll take couple -
I CAn - all right , nine o 1olook. 

That's grand. I think that 1e better to put them on 
t he apot on that before ve go into the other conference. 

At nine o ' clock. 

Nine o'clock Monday. 

Well , I'm going to call them direct and tell them what 
it's tor, vhat I'm going to aak ot them. Hello? 

Yeo. 

See, eo they'll be prepared. 

lfell, let them knov it ' a both ot ua eo you don't weaken 
our influence v1th them. 

I'll tell them it ' s both ot ua and I ' l l alao tell them 
that you're going to be here - hello. 

Yes. 

And Woodri ng oald he may vent to come t o , so the!'e 
you a r e. 

(laugh a). Well - that ' a all right, it he vente t o, 

11ell Lou1a , he 1a Secretary ot War. 

Sure. That's all right 1! he vanta to. 

But v111 you put it dovn at nine o ' clock. 

Fine. I've noted it. 
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And I' m going to confine ayeelt, we ' re not weakening 
you, we're giving you everything ve 1ve got plus all 
the purohadng power ot the Allies bee1dea. 

Yes. 

And I 1ll t ell t hem I t alked it over with the War 
Department and I ' m go i ng to put i t this way that t he 
President &nd the War Department would l ike me" to do 
this part ot it. · 

That's tine. 

See? 

That 1 s tine. 

See. And all I want i a the l i cense t o discuss with 
them to get to break t his licensing thing. Hello? 

Yes. 

And then 1n the atternoon I'm going t o t ry to get the 
President ot Chrysler to come 1n. 

ThAt 1s good. 

O.IC. 

That ' s tine. 

See? 

Pine. 

Cbeero. 

Nov, - and I'll giVe you everything I 1 Ye got. 

Thank you very much Mr. Secretary. 

Qoodbye . 

Qoodbye • 

... 

213 

Regraded Uclassified



~ 
x\.(·-t' 

May 17, 191Jo 
10:58 a.m. 

• I , _,, 
!1, 1/, , Jr: Hello. (pi''\' 

Operator : Mr. Ol.ly Vaughn. 

H." . Jr: 

0: 

?." .Jr: 

Guy 
Vau<Jhn: 

'1 : 

H. ". Jr: 

V: 

H.J!.Jr: 

V: 

R.,'.Jr: 

V: 

V: 

H. '!.Jr: 

v: 

Right. 

Oo ahead. 

Hello. 

Hello. 

Mr. Vaughn •..•. 

Yes, Mr. Morgenthau . 

••••• how are you' 

Fine , how are ~ou' 

I ' m very well . Mr. Vau~hn , I ' m calling you atter 
having had a talk with the Preeident and also with 
t he Army and Navy. 

Yea. 

And I would like to han a o!'aance to talk with you 
and I want to let you know What it i e bef ore you 
oooe down , you see' 

Yea, air. 

We down here feel in order t o get t hie eng1De pro­
duction going as a part ot the program, we would 
like to have Curtiss Wright and Pratt and Whitney 
eaoh license another company t o manufacture your 
eng1nea between t he 4oo and 500 horsepower claea. 

I n the 400 and 500 horsepower class. 

Yea. 

Yee. 
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Nov, ve•ve worked out a program and what ve would 
like t o do is to a ek Ourt iee Wright and to say -­
I haven 't got t he-- what the-- t hey gave me 
be tween the 4oo a nd 600 horsepower. They're going 
to apeoity t he particul ar engine thie afternoon. 
Hello? 

Yea , sir. 

And I wondered it you oould be thinking about that. 
What you t hink would be tair trom your etandpoin~ 
a nd aleo trom the Government• • etandpoi nt , 

Well, I'd be very glad t o come dovn any time you want 
and I can tell· you nov I v 111 cooperate with you in 
every possi ble vay. 

Wonderful ! NCN, l e t me aelt you thie. Would it be 
embarrassing t or you to eee me vlth Pratt a nd Whitney 
preeent or would you rather see me alone? 

It wouldn ' t make any ditterenoe, Mr. Morgenthau. 
Whatever you would like t o arrange ~ourself . I-­
my s t ory ie open to the world a t any tlme and all 
we want is just whatever is fair. 

Wel l , the vay I t eel ie t hie. Theyvant t he kind ot 
- - a big mee t ing Monday morning at nine o ' clock at 
vbich the Secretary ot War and Navy wi ll most l ikely 
be present, Hello' 

~!onday morning a t nine o 1 
0 look. Yea, e i.r ...... 

But I wanted t o have a little dreee rehearsal wit h 
you t lret. 

All r ight. 

And What I had in mind wae haVing you come to my 
houee t or supper say Sunday night. 

Yea, air . 

Say at 7:30. 

At 7:30 at your house. 

Eastern Standard Time . 
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Tbat•e -- yea , that ' s Waahington t1me. 

Yeah. And we live at 2211 - 30th. 

22 ...... 

•.... . 11 • .... 

...... ll ..... 

••••.• JOth Str eet. 

• ••.•• JOth Street. 

YPB , and we live orr -- we•re Just orr ~aaaachuaette 
Avenue. 

Yea, air. 

See' And then ••••• 

I'll be there Sunday evening at that t i me . 

Yea, and then we ' d -- there'd be a meeting -- another 
meeting at my office at nine o'clock Monday morning 
a t wh ich t he Secret ary or the War and Navy would be 
preeent. 

Yea. 

But I didn't -- I thought we might work out aome ot 
the details ttrat. 

All right. Well , I -- yOU can work that out in any 
number or ways. 

Ri ght , 

And i t ' s only a question ot negotiat i ag with Whoever 
it ma y be or telling you our story and having your 
suggestions on i t. 

Well , I ' d like t o hear your etory first, and -- but 
it 's i n that - - that ' s t he group t hat we'd like t o 
get you to license one o ther manufacturer. And 
we 'd l ike to do it on a baaie t hat ia fair to you. 

Yea, air. Well , I don't -- I don ' t know Wh7 .oae­
t hlng can ' t be worked out along t hoae linea, and 

• 
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aa I aay, ve•re juet delighted to cooperate 1n any 
program that you have in mind. 

And I 1 11 look forward to eee1ng you at 7:30 Sunday 
night at my house and we ' ll give you some supper. 

Yes, sir. 

Here i n Washington. 

All right, Mr. Mor genthau. 

Thank you. 

Thank you ver y much. 

2!7 
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Oper ator: 

H . :~ .Jr: 

0: 

0: 

li . " . Jr: 

0: 

( !'.". Jr: 

Eugene E. 
Wilson: 

II: 

V: 

;: ,". Jr: 

V· 

H . ~ .Jr: 

\1: 

Hello. Hello. 

YeA, sir. 

Have you got l<!r . Wilson. 

He's coning right on. 

May 17, 194o 
11:08 a. m. 

Wel l, call me when you get hio. 

All right . 

Hello. 

Go ahead. 

Hello. 

YeR, sir. 

'lr. Wilson. 

Yea, air. 

Hov are you' 

Fine , and you, ~~. Secretary. 

Very val l. 

Good. 

ll:09 a . m. 

211 

tl 

'-I 
' 

Mr. Wileen, last evening I had a long talk vi th the 
President on t h1a angina program. 

Yes, sir. 

And ve feel t hat that ie t he plaoe where ve should 
start first. Nov, I've also had a long conference 
v1 t h the Army and llaTY and I van ted t o tell you 
along t he 11nee that ve vera th1nktng about. Ye 
haTe a progra11 8ft4 I • 4 l Ute to explain to you. 
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Part or the program would be to ask your compan7 
to license one other company to manuf~cture an 
engine -- one or your engines in the qoo to 500 
horsepower class, 

Yea. 

And I wanted you t o be thinking about that. Hello' 

Yes. 

And on WhPt basis 1t - - your oompan1 would be pre­
pared to go along with t he Government. 

Yea, air. 

Now, this 1s what ve had in mind. There 's t o be a 
a(lrt or a formal l'leet1ng at m1 office )~ond,af at 
nine o ' clock Where t he -- all the brass hats v111 
be present , but I'd like to have an i nformal meet­
ing w1 t h you Sunday nigh t before th at, 

R1P:ht . 

l!ello? • 
Yea, a1r. 

Nov, let me ask you a QUestion. Vould you r eel free 
to talk pertec tl7 trankl7 on t he same t hings -­
because I ' m asking t he same thing or Guy Vaughn 
it he vas t here alaot 

Oh, yea. 

You vould? 

Yea , air. 

Well then , if that is so, it you'd oome to m1 house 
tor supper Sunday night at aeven- thirt1• 

Right. 

llastern Standard time, I Uve at 2211 - 30th Street. 

Right. 

2:s 
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Just ott Massachusetts Ave nue . 

Ri p;ht . 

And I ' d l i ke t o talk -- Hr. Vaughn said that -- has 
told me after I go t him first - - he feels that 
he 's ready to go along on any basis that's fair. 

Right. 

And I ' m sure vou 'll do the ea'!le , won 't you? 

And I ' ll explain the whole pr ogram, Just what we 
have in ~ind, but ae I say , part o f it 1s -- a 
piece of it is ask i ng each of you companies --
two conroan1es to license one o ther comany to make 
an engine 1n t he 4oo t o 500 horsepower· class. 

Ri gh t . 

Now -- and 1f vou ' d be prepared to tell me what you 
think i s fai r so t hat we can l isten and then -­
then I can count on your cooperation? 

Yes, air, and I ' ll be there . 

Fine, and t hen in the - - Monday norning at ni ne 
o'clock the Army and Navy braes !'.ate 11111 be here 
and we' ll - - I ' d like to be prepared at thet tiae. 

Yes, air. All r ight, sir. I ' ll be nry happy to 
be a t supper and I ' ll be all prepared to talk With 
you at that time. 

Thank you eo much. • 
Thank you, eir. 

220 

Regraded Uclassified



• 
Operator: 

R.J.( .Jr: 

Louie 
Co:npton: 

l!.'I.Jr: 

c: 
R.K.Jr: 

0: 

c= 

H.M.Jr: 

C: 

l!.M.Jr: 

O: 

B.K.Jr: 

C: 

H.M.Jr: 

C: 

Go ahead. 

Rello. 

XA7 17, 1~ 
11:25 a.m. 

Good morning, Mr. Secretary. I ' m eorry I vaan•t at 
111 deek When 10u called tlret . Thia le Louie 
Compton. 

221 

Yee. Compton, l et JLe tell you vhat I've been dolM: 
and I viah 1QU 1 d keep Mr. Ediaon informed. Rello'-

I vlll, yea, elr. 

YeaterdaT 10ur office vae kind enougb to send Captain 
ltraua OYer. 

Yea, I know that. 

And he and Brett wor ked out a memorandua, a oopy ot 
Vhloh le on the vay over t o you nov by hand. 

Fine. · 

In that program the eugpetion vaa that va aek Pratt 
and Whltne1 and Ourtlee, each to lloanae one other 
ooanany to aanutaoture an engine 1n t he 4oo to 6oo 
bo~ver olaae. 

I ba.,. al.rea47 talked to Tau&bJI and to Vlleon, and 
tbe7 eq thoeJ' vil.l be 8].&4 to oooperata. 

Pillf· 
!be thing that tbeT f.u ae, the AraJ' telle aa tbaJ' 1

Ya 
trla4 t or t1Ye 110nthe to pt 1t but bean 1111abla t o 
get it. 

Fine. 

ltov, Louie J'otmeon oallad a aeet1ng at ten o ' clock 
ot the vbole 1n4uatrJ'. 

I - th1e aorn1Def 
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And I have talked v1th both Mr. Woodr1ng and Mr. Johneon. 

Yea. 

And they, I th1nk, v111 both oome to 111.7 ottice at n1ne 
o ' clock on Konda7. Hello. 

N1ne A. M. Monda7, yea e1r. 

To d1acues th1e matter v1th these tvo rapreeentat1vee. 
And-

That's Pratt-Vh1tney and Ourt1ee. 

Juat those tvo, just on the 11oene1ng end. And I'd 11ke -
be very glad 1t Mr. Ed1aon or you, or both or you, care 
to come. Hello. 

Yea. Well nov, Mr. Ed1aon, they've got a Primary day 
1n Jereey, and he 1 s got to reg1eter. 

Well -

So, and I ' ll cover H ayeelt. 

Would rou' 

8hal.l I br1ng Znua v1th .. , 

I th1nk 1t you ' d br1ng 1tra1111, wuld be evell, I don 1 t 
know whether you want !'owre or not . 

Well, 1 111 call up Admiral Towere and tell h1m about 1t, 
and aelt h1m to get lraue tor me, and then 1t 
vante to oo~ 1t111 b e all r1ght to br1ng b1m. 

Yee , -

All r1ght , t1ne. 
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And 1n tbe aeant1ae - bello. 

Yea all"'. 

TheJ didn ' t tell me , theT eaid tour to eix hundred 
boraepower, but theJ didn't ear wh1oh one, 

Yee. 

Maybe Kraus and Brett could get together. 

Yea. 
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And deo1de wh1oh Cul"'ti~ engine and which Pratt-VbitneJ 
theJ wanted, so theJ get right dovn to braee taoke 
JOU eee. 

Vel], now, llz'en 1a the ArliT aan hn' t he' 

Yea. 

I eee. All. right air, well I' 11 be there at nine 
o'olook and then the meeting ie in Mr. Johneon ' e 
ottioe at ten, but he ' ll let me k.now it he wants 
me there I auppoee. .. 
Vell, I'm not running the etatt. I had a long talk 
with the President and on the queetion ot the licene1ng, 
I'm going to handle that tor him . 

I eee. • • 

Thie other thing, I don ' t know whet Johneon hee 1n 
mind, Now ane other tb1ng .tl.ioh I vant to tell JOU. 
Ve 're - YBI'J oont1dent1allJ - we're going to tl'J aD4 get 
Chr)oeler to b117 the Continental Enpne CoapaDJ. 

Yea. 

You •eet 

Yee a i r. 

Beoauee the ArraJ . .,.. U ' e a great engine. 

It 1a a good engine, 111• e1r. I know it -

And the Cont1ne~~tal 1e bueted. 
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I lalov they are. 

And then it we could get Chrysler to do tbat , you aee' 

Yes, that would be & good moTe, 

And then put their things - but we want to keep that 
quiet. 

Oh yee , it•e got to be quiet , sure, yee, air. 

So -- then I'll look torw&r4 to seeing you at nine 
o'clock. 

Yea, air. And at Cabinet meeting, if you're there a 
few minutes early I want to g1~ you a couple ot report -
one on powder and one on thia ••••.• 

Well , I oan't get there much earlier because Harry 
Hopkins has already asked me to oome fifteen minutes 
earlier , but I'd like to get it. 

Well, I ' ll have this in suoh shape that I can Just hand 
1t to you and you oan read 1t at your leisure on powder 
and on these machine tools. 

Yes, but • • ••.. 

Including that big lathe . 

I aon•t --Louie ~ohnaon &I I say, is seeing the 1nduetry, 
but I don't know-- but thie question of 11oena1ng , which 
eTe!'J'body baa fallen down on eo tar, the Prea1dent asked 
me t o handle that parUouler end. 

Well, that's tine , and I'm glad you're going to do that , 
and I ' 11 be glad to work v1 th you on it. 

And as I eay, when it gets down to tba action of pur­
Ohal1ng vby that 's eomethlng else. 

All right , air. Thank ~ou very muoh, Mr. Secretary. 
Goodbye • 
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R.li.Jr: Hello. Hello. 
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Xa7 17' 194o. 
11:25 a .•. 

Operator: Go ahead. 
t.E. 
tel l er: Qood morning Kr. Secretary. 

H. M,Jr: How are you? 

I: 

H.!l.Jr: 

I: 

H. l!.!r: 

X: 

!! , lt.J r: 

I: 

li ,II.Jr: 

I: 

H. M.Jr: 

K: 

H.M,Jr: 

I ' m t1ne thank you. I 1ve been workl.ng qu1 te steadily 
on tb1e thing. Let me ask you Mr. Secretary, ie it 
the thousand horsepower eng1ne that you're -

That's it, it'e known ae the tlat engine. 

Yee. 

It'e a t housand horae, but I understand they either 
have or can build a fifteen hundred horae -

Yea. 

And that's what the Army ie intereeted in. 

I see. Well now, this ie what I find on tb1a thing. 
That they have this work up there, eix million 
dollars in round figures. They ' ve got a market 
probably between ten and twelve million dollars. 

Yee. 

They've got three •1111on eharee or stock outstanding 
and about twenty-tvo thousand holders. 

Yea. 

That ' e a took. The largeet owner or etock ha-e seventy-one 
thoueand ebaree, tallow by tba name or J . H. Peer1.ng, 
who ie on the Board or Direotore, he ' e an original 
stockholder rroa the beginning or the company. 

Yes. 

A fellow by the name of Reeee,Preeident, fellow by the 
name or Vivien who waa put on there by the -

ot New York and a fellow by the name 
ot Togan who wae a lon Of"the former Pree1dent. 

Can you talk a little bit louder please. 
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Fellow by the name or !ogan who va• the eon or the 
rormer Preeident, fellow by the name or Cobb who il 
Viae Preeident in obarge or engineering. 

Yee . 

'l'hey'n loet a number or good 111n reoently. They're 
in -- they 'Ye got a lllillion and a quarter or RFO loan•, 
and they're in the prooee• nov or 'IIOrking V1 th the 
8!0 to float a eubl1diary oom:pany to take oYer thU 
aircraft diT11ion. 

I eee. 

And euoh project•. 

Yellb. 

In which they propose to eell •••en hundred and fifty 
thoueand dollars in new money on the bade that the 
parent company or Continental will own 51• and they'll 
eell torty-n1ne per oent intereet. 

Yeah . 

And ror their 51~ they're throwing in their !aft 
deTelopment work on the a1rorert e~g1ne plu• titty 
thou•and dollare• worth or tool• and the uee or eome 
epaoe in the Detroit plante. 

Yea. 

All or our epaoe. "ow, I aho nnd that all or tbei.r 
airplane en~1ne work we• done in their tool• rooa. • 

Ye•. 

I find al•o that they ban •old quite a lot or 
aaohinery to ra1ee •oney o•er the llet tbl'ee or tour 
YMrl. 

Yee. 

They're practically unequipped. 

I eee. 
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!low, atook seems to have quite "' high speculative 
value. 

Yes. 

It looks 
get a 
two ot 

like a t errific amount ot money to spend to 
ot an en~ne that they've built one or 

and now want to expand into lite sizes. 

Yes. 
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llith no equipnent and tew men, none ot 'llb1ch seeo to 
be ot -- remarkedly outstanding, although I understand 
they have a man by the name ot Cubek that ' s e pretty 
good can. 

Yes. 

The man who was President ot the Company, Reese , 
was former purchasing agent tor the Durant Motors 
and came into the. Continental 1n the purchasing 
department and was made aseiatant to the President, 
and he worked out the deal that retired Angel and 
took the Job ·over. Now, so muoh tor that. 

Yea . 

Now, I sighted another outtit right after I talked to 
you last night to explore thinga trom the standpoint 
ot What oan be done in getting a n option on t he 
ooll!!)any, eeet 

Yee. 

And a very trustworthy man t hat I know personally 
here 1n Detroit. 

Yea. 

And he had a man working all night on gettin! the 
data together tor him, 

Ri!lh t, 

And he haen•·t made muoh progreee th1e morning. Bo we 
have the same auditor• that they have , eo we were able 
to ~et trom them a publllbed etatement -- lt ' e being 
published th1e morning, and t hen through some tr1enda 
that I had been in close contact with ·haYe 

10 
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H.M,Jr: 
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H,M,Jr: 
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lleea able ~ p1* 1IP tide other tat--.uoa ,_tile 
orpn1&aUOil u4 eo f~. 

Jow-

Well , tt'• quite a knottr lob, •••· I wae woAaertnc 
- we - I 1-re gDne about ae far u I oan 10 With 1t hare 
outside ot beanns of retune an opUoD oD tbe thiJle, 
I wae vonder1Dg vbetber ,ou'd waAt tbe 

Well, here'• tbe po1Dt. Bow about lfonda7! 

lfoJida7! 

Xee. 
11 

It would be 0.1. 

Well I tell 70U I ha-re a 11eet1ng from n1ne t o ten on 
lfondat. 

Xee. 

I oould be read7 about ten- th1rtr. 

Ten-th1rt7 lfonda7. 

x ... 
All right. 

1C7 ott1oe. 

.Ul r1gbt . 

You know w'ra oD &aetei"A ltu4ard filla. 

Xee, JOU 1N the eaM U W aft, 

OhJ 

rae, tt'• aow about half paet ale-ran . 

That'• right. 

Yea. 

That 1a r1pt. Yell thall I'll eaa JOU te11-th1rt7 
Jlondar. 
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0 .1':. And I' d like to bring Kr. Rutchineon, the 
Chlli:rmM ot the Finance Comml ttee. 

I -- I met hlm once betore. 

Yes, you have. That•e right . 

Tha t'll be tine. 

All right. 

And then by that time maybe you' l l have eome other ideae. 

Yea. 

But t he Army tells me t ha t thia Continental Motor ie 
in t he liquid cool tiel d , ia t he beet bet that t hey 
know ot. 

Yea. 

And that ' s What they're intereeted, you eee, in 
developin~. 

Yee. 

Because in the liquid cool tield nov, the only thing 
18 Allison. 

Yea. 

llov, what they' re a.rur:ioue U to get eo .. body elee in 
t he tie ld 1n the liquid cool geme. 

Ot course, the thing that we've got to appraise on 
this thing ie how much ot a start you get and how 
much you're paid tor b~ getting reaulte you aee' 

Vell , I think that 1 a a very practical thing and when 
you get new machinery, eee' 

Yea . 

And you get an engineer Md you get a history and an 
engine that's juet two-thirds ot the ei~e that rou 
vent to build, our experience U try to pulh the power 
up you've got to start all over again because you ge~ 
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1oto eot1rel,- cUNereot proportion• an4 cUttereot t1gare1 to r a cospl.ete new eog1neerins J11 'b. 

\/ell, I 111 going to aalt the Ar117 &114 NaT)" people 1n tbe 
meantime, in case thia one doean 1 t aeem teaaible it 
there isn't some other engine. 

That 1 a right. 

See? 

I think that wuld be better. 

And I' 11 have t hat b)" Mondq. 

Our engineers haTe an i dea that t he future ot th1e 
thing 18 going to revolTe prettT 18\lch around tw 
eog1nes geared together on one propeller. 

Vell-

I don 't know whether that'• worth an,.thing or n.ot. 

I - there is - I th1nlt the Manasco, it I'm not 111atalten, 
has that -I'm not sure. 

That' a right. 

I thinlt that' e the Manasco. 

Yea. 

I sn ' t t hat right. 

Yea. !hat's right, that'• who it ie. 

What! 

That'a who it is. 

Yea. 

Yea. And our r~•aroh department know thie Manasco 
crowd prett7 well, aee' 

Vall, 

influenced bT that 
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You come dow here aD4 b:r that U• lf 11: 1 a 1Caoa8oo 
or ratrohlld or oue ot the .. othere, I 11'e got to take 
the word ot the ArliT aD4 Ka1'J' . 

Yea that'• rlght. I underetaud that. 

H, M,Jr: O. X. 

It: Thank 70u Yer:r much elr. See :rou Monda;,. 
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Gener&l 
uarahall: 

II: 
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'-! : 

... 
'! . '' .Jr: 

• 

Hello. 

May_ 17, l94o 
1:4-4 p .m. 

l~r. Secretary, General Marshall. 
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General, I have go t together V.onday morning at 
nine o'clock V.r. Woodring and l~r. Johnson and Arnold 
end Brett, and people from the ,Nav~ -- ever~body 
seemed to want to come. I t has t o do With-­
talking with Pratt and Whitnev. 

Yea, sir. 

And with Wright in oonnection with getting them t o 
l icense other manufacturer s . 

Yes , sir. 

If you ' d care to come I'd be delighted, 

1·/ell, I'll be there then, 81r. ~onday r.~orning at 
nine o ' clock. 

Yeah. And you might be interes ted t o know that . 
I ' ve talked to both Guy Vaughn, President of Wright, 
and t h e President of Pratt and Whitney. 

I eee. 

And th ey both said that t he y ' d be delighted to do 
wha t I ' m asking. 

Oh , tbat 1 e fine. 

So tha t ' s t he first step. 

Fine • 

They said they ' d be delighted. Just tell us What 
you wa nt. 

Now, may I ask you a question' 

Ir you please. 

. . 
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I'm called before the Budget at J:JO, and I under­
etnnd whet t hey want t o tal-. about il to prepare 
their presentation or detenae, Whatever they call 
it , tor that hundred mi llion caeh and a hundred 
million contract authorization tor the President. 

Yeah . 

What do I say to them in relation to that' What 
is your understanding of that at the moment' 
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Well , my understanding is two t hinga , General. 
One, I overheard. I waa in thl President '• room 
When he apoke to Senator Burna and this ia just 
What I overheard him eay, that - - he said, 1J~ie, 
we'll divide it - - I 1 ll give you a rule ot thu~a 
two-thirds for the Army and a third for t he Navy. • 

I eee. 

And then ·he went on to list the varioue things that 
he needed that mi~t come up. He said, 1 I can't 
tell tvo months, three months trom nov I may need 
this or that or the other thing.• 

I eee . 
that ie 
attair. 

What I wae ~ry1ng to rt at ie, hov much of 
assumed to be involve in the 50,000 plane 

Goeh, I don't think anybody oan anever tb¥. 

Well , do you think t hat a eiuble allount or it U' 
Yea, deflni tely 1 And I think that that ' e where 
well , I think a goodly ehare ought to go there. 

I lee. 

But you've got eo many other-- I wouldn't want-­
I -- I --Without wanting to eit down and spending 
several hours with you and your a taft I voi.tldn' t 
want to aneveP it. 

I know certain things that we think we want, that 
we've talklld about before, but thole are the th1nga 
the President said he vaa going to oreate a deflo1t 
for. &peaking about personnel, eo I vaa wondering 
what I would eay vben I got over there. I "m just --
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I 'm a l ittle bit in the dark and I thought maybe •• •• • 

Well , are you asking met 
think you need. 

r see. 

That•a What I ' d do. 

I ' d tell them what you a 

• 
But don't -- do you t hink that I'm cutting into the 
President there when I talk about personnel? Vall, 
that'• wbat I ' m trying to ge t at. 

I don't thi nk you will . 

I see -- so that otherwise it will be Juat tb1nge 
that we had foi:'K9tt~n that ve hadn • t put in t bia ~ing. 
Because her e ' s the logic of it. 

I don't think :vou' 11 get any ot that mone1 for. 
personnel, General. 

Well , t hat•e what I vant to ge t straight in my mind. 
Well,_x think you very much. Nine o'clock Monday 
morning. 

Nov, vould you do something tor me. 

Yea, e!r. 

Brett •e out o:r town • 

Yea. 

Brett told me 1n th1 e meoorandua, that he 
tha t tbe:r wanted him to license an engine 
\00 and 600 horsepower. 

wanted -­
between 

They wanted to what -- to the engine, between 4oo 
and 6oo 'wba tt 

Re want ed Wright to license the ehgine. 

I ~ee. 

Somewhere between 4oo and 600 horsepower. 

Yea. 

'l'he eame trom Pratt and llhi tne1. 
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Yea. 

But what I ' d like to get is the specifi c engine that 
t hey want from \fright and the specific engi ne that 
they want from Pratt & Whitney. 

Specific action or engi ne. 
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\·,'hat t he number of the engine is, the model , you see? 
Hello. 

Yes , I'm Just writ i ng that d own. specific engine from 
\/right -

Uhat model Wrigh t do t h ey want, and what model number 
Pratt & lfultney. 

All right sir. I'll get t hat and have it. Uhere will 
t h ey reach you? 

If you'd send it over and say, send it to !(rs. Klotz' s 
off ice, she ' ll see that I ge t it. 

:~ra. -

Klotz. K-1-o-t-z. 

K-1-o-t-z. That ' s over at your office, isn ' t 1t? 

Yee, abe has the room next to mine. 

All righ t. 

And send 1t to her office. 

All right ei r, I ' ll get that ae quiokly as I can. 

Just - well if you send it to t he office of the Secretar~ 
attention of Krs. Klotz, K-1-o-t-z. 

Yes , I've got that. 

And i f they ' ll actually put it in her hand why I 'll 
get i t. 

All right s i r. That i s you want to know t he speoi f i c 
engine number and the model , the three to alx hundred 
engine plwe that we want f rom the Wright compan.T 

( 
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aDd the Pratt a. 11h1tne)' OOIIpaD)' lJ.oenae. t o be 
a&Dutaotured eLaevhare. 

That I. 1t. 

All right a1r, I get that. 

Thank )'OU. 
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OloiUI L, Martin Co. 

167r 2-oacine boaller 

lorth .._ncaa .trtaUoll 

IIA64 ~ole trainer 

Couclao Alroran 

DB7 2-IJICl,. bolll>or 

Locthoe4 Aircraft Corp. 

lO -

Jl4 2-oJ~CiH HoOIIII&bNIICO looPer !l 
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ola 111tled liT -.aut..,W...r aa4 liT ton>• of •aciae 

Pratt A VhH ae:r 

mo ( 1125 h .p .) 39 

SC}O ( 1050 h .p. ) 31 

SJciiO (1200 h. p . ) _.! 

t'o\al Pratt & Vh1 Uoo:r .Jl. 

Vr lcbt .&eroDalUcal Corp. 

Rl820-0ZQ5.1. ( 1200 h, p . ) 23 

OJU820-0102.1. ( 1200 h .p. ) 26 

Oll26oo (1700 h. p .) 28 

CIJ26oo-.1.5B (1700 h .p.) a 

t'o WJ. Vr 111> t .l.ero-
-uca1 Corp. ~ 

fot&l .1.11 eo..,..,. •• !ll 

I 
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!lE P!!OOOCTIOII OF PI..ANES AND ENGIJillS llay 17, 1940 
9 : 15 a . m. 

Present : 

r.lnrshallt 

H. li.. Jr : 

Varshall t 

A mold: 

lo!IINhall : 

Oene ral J.!arahall 
Oeneml Amold 
Mrs . Klotz 

At the present moment we have 150 P- 36 ' s , 
At the present moment we havo 225 training 
planes , ':le are getting in pilots at the rate 
of 220 in six weeks . We get our first P-40' s 
this month . lie would hnve accumulated - we 
would have accumulated by September an equiv­
alent number of pursui t shi ps , but we then 
will have 400 and aomo pilots or whom only 100 
will have he.d any traini ng to amount to anything 
on the pursuit type , A British carrier of the 
normal Yorktol'ln tJPO 1110uld take a b ru t 100 of 
those planes. r:e could ahip 100. or course, 
they haven't armor and they have two guns, but 
tho British can use whatever they can get . 

As of laat night , Ja cquin 1a t he only fellow who 
knows about i t . This was his estimate last 
night , they tell me. I didn' t see h im, but 
Phil Young said his nerves are all gone, but 
this is what t hey want and i f they don't got 
it now, t wo weeks from now, maybe they don't 
want anything . 

Vlell , I au. jus t giving 70u o.ll the facts . We 
feel that they would use any tJPe of plane they 
can get, l eakproof tanka or otherwise. We could 
put a hundred on. That would leave ua 60 in 
this country. Ubat we do i f we do this thing 
is that we wruld not have pursuit squadrons in 
this country, that ia , have t rained pilots in 
any equivalent number to next - what we would 
have next September until a bout next llereh or 
April. 

It would t hrow any eve rything we have . 

Vle are .rigtt at that moment or all these t hings 
being synchronized - we keep on receiving the 
pilots but we have lost the training ships . VIe 
woul d throw a s many of those as wo could, of 
course, into bomber trai ning but we wouldn't 
have the pursuit fellows. We can train pilots -
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and this 1s one consideration I hadn •t thought 
of in th i s very ina tanoe - we could possibly 
train more pil ots by sending them to foreign 
possessions for the training, down at Panama 
and in Hawaii , but they have got the same con­
gestion of training considerations there and 
Arnold was just back from Panama and confiden­
tially 'll'e are rsprimending the Oocunander for 
not having trained crewe as he should have there. 
He is so busy building up this thing that he 
has not driven on the crews . It is just a mat ter 
of measuring necessity. Later on this morning, 
by the t i me I get back to the Senate Committee, 
I can have this thing down on a slip of paper 
that is a little more understandable , but the 
main issue is this, in Continental use , we now 
have 160 training ships for pursuit flight 
or fiGhting ships, either way you want to call 
them. l'le can turn over 100 to the British and 
the t would leave us 60. We have 220 pilots 
training to loam the pursuit right now. Vie 
have our peopl e coming in at the rate of 220 
every six weeks , of whom a cons i derable portion 
so t o pursuit . By next September fie would hnve 
received the equivalent number of ships out of 
the P-40's and ,,e would have to have more P-40's 
becaune r.e were selling some of those that 
were coning 1n. ·.ve would thon have a bout 400 
pilots of whom roughly 275, we will say, haven't 
the training at al l becauae t here were no s.hlpa 
in llhieh to train them, or the whole 400 or 
300 would have vory little training. We would 
set ourselves back about aix months in our own 
development. 

As I tol d you the other day, of course they 
were trying to have me atop all of our general 
program in order to concentrate on a small group. 
That is the s ituation rognrding these planes. 
Now, there is a further consideration that I 
think you will have to have ln your mind. Tbie 
1a exactly the same thin(! that will be col!lillg 
up over bombers , undoubtedly. They are having 
very heavy losses in bombers . Exactly the 
situat i on 1a ccning up over bombers . Again it 
1a the question, do "'e feed it in and take the 
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H, IJ, Jrt 

IU.t•ahall t 

H,N, Jr t 

!.!araball 1 

B. JI ,Jrt 

lo!arahallt 

H.M.Jrs 

Marahallt 

H. I.! . Jr: 

lla rsball: 

H.I! . Jrt 

llarahall: 

B.I!, Jrt 

l!arahall a 

H. t!,Jr: 

• 

- 3-

hazard -.re or not. 

Well , 1 t I waa the Prea1dent or the united 
Sta tea, I would make you make the dacia1on. 

VIall , I gueea that is all ri(!ht , 

That ia what I would do , 

I think thla , l1hen ;you wei(!h thia thing ri(!ht 
now - --

Aa t'ar as I am concerned, on a matter like this 
I would be entirely influenced b7 what you would 
advise - · personally. 

Let •e go a little further 1n thia matter. Ther e 
are t wo other things I haven ' t mentioned, 

I epoke to Se creta r;y Woodring and told b1m what 
I had in lllind and be said to tell ;you and Amold 

Well , I have aeen him, 

~nee I talked to him! 

Yea , sir. 

Then be told you. 

Yea. He ia ver;y mxioua that we do a auething. 

243 

May I interrupt you one aecondt He aaid that 
1a no good either. Be aaid to the Prench, "You 
~e your choi ce. If we gin you a hundred P- 36' a 
today, will you release back to us t he h~mdred 
P•.O'a we prollliaed yout" 

Would you repeat that againf 

He aaid to the Alliea, "All right, ;you can have 
a hundred P-36 '• • but you have got to release 
t he tirat hundred P-40 1 a that the CUrtiae Colll­
pf.IQ' manufactures to the Allin , You have got 
to give thoae to ua." 

.. 
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L:arehallt 

!.In rshall : 

:; . I! . J r: 

r.:a:-shall: 

a. rt .Jr : 

::a rs!la ll : 

- 4 -

Do you know what that laY 

This thing was just fini shed at 2:00 o'clock 
this l!IOl'ning and I --

I haven't had an opportunit y of assimila t ing 
all the data in this thins. 

. 24-4 

This was just finished durinc the night. Vlhat 
is the P- 40? Is it called the 81? Well , it 
isn 1 t - 1t must be the 8 1- A. llow, they '!:login 
t o get 30 in lolay and 60 in June and 54 ill July. 

In othe:- wor ds , by the end of July ~e would 
have it. 

By the first of Jul;r you would have it. 

And ;yo u told - who i s tha t ;rou spoke to a bout 
that? 

l•lOrtlenthau: I haven't said n word to nnybocl;y . No , I just 
said it t o General Arnold . 

!: . '' . Jr : 

l'arshnlls 

Arnolds 

:larshnlls 

Arnold : 

Thnt we take the Allied cleliverios , and g ive 
them these other things 1mned1ately? 

And they ha ve got t o e ive us bnck the f irst 
hundred P- 40 1 s that c011e out of the factory. 
The deal would be w1 th CUrt1aa. If T.'e ea;r , 
"You can ba ve a hundred P- 36 ' s today, then 
)'OU ill turn are going to SiVO WI t ho fi rst 
hundred P- 40 1s. !low, you have got to decide 
which i s core important. • ;::rom our standpoillt -
I mean at the rate that the;r are coming, you 
would have them built by the first of July. 

lobich is the P- 36 equivalent here , the P- 40? 

Tho 6 1-A. 

All right , now look at the Allied contrsct 
here on the 81- A, the pursuit . l'lhat do they 
have here - -

That 1s the 75. 
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)larsh&llt 

Arnold t 

H. Y.Jr: 

llarshall t 

.lrnoldt 

llarsb&ll t 

Arnoldt 

llarshallt 

Arnoldt 

H. M.Jr: 

Amoldt 

llal'ah&ll t 

Amoldt 

llarshall t 

Arnoldt 

- 15 -

'l'he P- 36t To use tor the .lll1eet 

To the All1ea. 

You have sot 237 together . 

What I &IIi l:ry1ng to get 1e - euppooe we took 
out our 4el1verlee right now. \;b&t woulcl. 
we have aa of JUl y f i ratt 

We could take these groups right along there • 

Well now, certainly they will take the May 
group themselves . 
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And they wouldn't 'lfWit to take the JUne group. 

If we took the - 1n other words, tne llay group 
ia their own. It w took half of JUne , 1 f that 
1a 30, and we took the t\lll delivery here, tb&t 
1a both the P- <60 and the other, isn ' t it, 1n 
other words , about 68 planes. B7 the end or 
July we would have tb&t, wouldn ' t wet Are theae 
P- 361 a better than our currant P-36 1at 

'l'hey are modified to a certain extent , but I 
don ' t Jcnow whether they have all or their gadget. 
tor guna , and so forth, and if eo, they probably 
wouldn't t1 t ours . 

'l'bey don' t start getting P-40's unt1l July , 
do tbeyt 

Jro. 'lhe chance a are they would have to b& ve 
eo.., aodificationa before we could uae thea. 

Your •tvial doesn't work 1n th .. t 

llo, air, because they put their own acceaaoriea 
1n there. The throttle ia on the latt-h&nd aida 
for the Frenoh. 

Do the British b&.,. that, toot 

llo , the Prench. 
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Marshall 1 

Arnold: 

lo!arsballl 

A mold: 

~o~&rshall 1 

Arnold: 

lolarshall 1 

Arnold: 

Marshall: 

Arnold: 

Marshall: 

Arnol d : 

JLarsball: 

Arnold: 

Marshall: 

Arnold: 

llarsh&ll: 

Arnold: 

.......... ...... .. . .. 

- 6 -

What we are trying to work out is , is there 
any basis for our taking the immediate Allied 
deliveries? 

If we oould . get those , it would probably throw 
us back just long enough to make those c:hangee 
in the airplane. 

Neither the Britiah nor the French airplanes 
are adapted for our 1m:ne41ate ueet 

No , air. 

Do the7 equip tbe:n over theret 

They equip them over ua-e . 
So we don't even have the equipmentt 

We don't oven have their equipment. 

If we had their equipment , oould we use itt 

It would complicate us terribly. There is no 
way I see around this except to make a deciaion , 
are we going to delay u s or not? 

We were trying to hunt ror a substitute here. 

The delay 11111 be there just the same as the 
other way, delay long enough to make a caaplete 
change. For instance, ever,.tbing inside of 
those planes 1e in Prenoh, all the d ials 1n 
French and eve ,.,.thing else. 

The Britlah use French planeet 

These are all French planea. 

The British are getting no pursuits from u st 

No P· 36 1a. 

Pursuits, I said. 

I am talking about this part i cular item, that 
ia what we are talking about, is the P-~6. 

246 
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llarshalll 

Amolch 

Marshall I 

Amolch 

ll&rahalll 

B, !I, Jrl 

llarahall l 

Marshall! 

Amold1 

llarshalll 

Arnoldi 

llarshalll 

Amoldl 

llarahall1 
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I aa talking a bout pursuit , 1n general. 

The7 haven't even got &nT deliveries 7et. 

In other words, thoro are no purau1t del iveries 
ot &nT kind other than theao P-:58 '• that are 
now on tbe tablet 

As tar as I know, that 1e correct, The Brithh 
are so1Dg 1n tor the b<Dbera, 

loth1ng leaa than a hun4red planes would do 
them &DT good, · 

Do ,ou th1nlt eot 

It would be a tutile geature, abort ot that . 

Three d&7e' aruppl7, 

It we give them a hundred planes, that , as 7ou 
ear, is about a three-dar eupplr. It eeta ue 
back on the pilot end how longt 

About aix months, 

"lie will a •T at lea a t tour 1110n the • 'ftlen it 1e 
our great we&ltneas , ot course, at tha preoent 
t'--, That ian • t eorre ot. The lack ot lll)dem 
boabera ot -diWII tTP• 11 our great n&ltnoaa 
at the present t1me, 

The7 are both w&&ltneaaes, because without CllO 

TOU can't do &DTth1ns 111th the other. 

We ba ve got to consider the P• Tcholog1e&l attaot 
011 both s1dea ot the water. Ot eourae, 011 thie 
a1de, that ia a political consideration and not 
a a1lit&1'7 conaideratiOD. On the other aide, 
it 1a a military consideration. To ua 
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It ia a militarr consideration on t his aide, too . 

Well, ,ou are talking about aomething alae. It 
1e a aUita1'7 conaiderat1on to ua that the 
Allie• aucceed 1n a topping thia tl.ood. Over here, 

• 
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Arnold : 

llarshall: 

H. lt.Jr: 

Marshall: 

n. •J.Jr: 

- 8 -

it is a politic~l consideration ie what the 
effect is , that ia , a Presidential decision 
there . To me , the moat serious phase in the 
lone run 1a that there ie bound to be right 
after this the big bomber - the big bomber 
request and - -

Uore pursuit. 

248 

Wait just a second, lot me talk. And this whole 
thing ia a tragic s1m1larity to tho pressure tor 
Aoor1canmen in 191?. They wanted men in their 
outfits and they d idn't want ua in the divisions. 
Their purpose at tirat was purely business. Later 
it was so:net hing else. Tie have got t o 11eigh the 
hazards in this hem1aphoro ot one thing and 
another . I have taken tho risk of not concentra­
ting our talent in tho ~ed1ately opera ting 
squadrons, excepting tho more doai rable, the 
symmetrical development o f tho whole program to 
avoid setting it back. If I do this , that 
accentuates t he ineffectiveness of the air force. 
It ia a drop in the bucket on the other side and 
it i s a ver y vital necessity on this aide and 
that is that. Tragio as it is, that is it. 

!low, if be tween now and noon or 1 : 00 or 2 : 00 o'clock 
when I got back from the two Comrdtteea on the Hill , 
I can find any basis or substitution - and I will 
consider training outside of this country and what 
etfect that has on those garr isons - I will coma 
in here with it. At the moment , I don't see how 
we can do it, but we may f ind t hat. I have got 
to got this analyzed and I want t o find out about 
that . 

Well , you don ' t know me very we l l , but there will 
be no pl'Ossure from mo. 

I would like you t o 
reasoning out loud. 
that? 

toll me this , though. I was 
What 1s your reaction to 

I have come to the samo decision that you have, 
that - le t 's take tho figure four to six months. 
We have got 150 ships to train the pilots and 
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J&arehell a 

Amold a 

llarahalll 

H.~.Jr s 

llarahalll 

H. II • .Trt 

llarahalll 

H. )II . J r: 

Arnol d a 

Marshall a 

' 

249 

- 9 -

you are training how JUD7 p1lote already, 220t 

We have over 200 right now. 

And ever:y a1x wacke there are 200 1110"! eoaa1ng 
up. 

Part or thoae can go to b001'bera. a..t we will 
have •oo 1n Septe!Bber. 

Who 1a aheadt Are the pllote -1t1ng on tbe 
eh1pat 

Rl.ght now they are wa1t1ng on the ebipe and thia 
eete it 'back about a1x JDOntha. They have ca1l8ht 
ue right 1n the m14dle or eQIII8th1ng. 

Wba t we e;1 ve th81a 1a three daya' eupply and what 
we are talking about - I don 1 t. th1nk we can do 
1t. 

I don't. But give me until l aOO or 2a00 o'clock 
on th1a tbSng. 

I went over our own thing, to take one 111nute 
1110re, and - :f0\1 aee, llay , June and .Tilly we get 
125 Curtiaa P-40'a and that 1a all and then tbia -
I .. going to give you that copy. ~t gina 
:rou up to tba lll1nute . 'lh1a 1a ~1r delhN'iea 
tor the t1rat to the t1tteenth of Jlay on planes 
and eng1nee, engine a on the 118Xt page. YCOl eee, 
th1a 1a mat they took between the t1rat and 
the tU'teenth and then th1a 1a the reat and then 
you aee here, it ahowa that t~ are behind the 
achedllle, a total. ot - they ~ got orders on 
hand tor planes, :59.e altoget~~tr. Bave you evar 
aec anytblng aa good a a tha tt 

'lha t 1 a tSne. 

Take th1a over and :rou give thie data to me . 

(D1a0\Uia1on ott the record) 

(llr. llarahal.l lett the oonterenoe) 
!Be t ore General. llarahall left, IDI,Jr whiapered 1n hie dr: c! told h1a that I had written to the Prea14ent that he, General. 
/•hall, handle the blll on the 11111 ; that 1t he had aro:r trouble 

IRi~~ifi!f1~ii~;n fti!.:H~~¥~IeM:~Sf~r~~~rKhAJ. 
Hill, beoau .. he ;p'<'e ¥o 1M i~t U !aef0~i1ht ) 
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H. M. Jrz 

Arnold : 

H. M.Jr: 

Arnol d : 

S. !l.Jr : 

Arnold : 

H. !>! . Jr: 

Arnol d : 

H. !l. Jr: 

A mold : 

H. JI , Jr: 
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Look, General , I don't know- sit down. I 
don't know whether Brett told you about the 
conversation we had here yesterday. 

Yes , a i r , he told me about it. 

Have you seen this? 

Yes , that i s t he one he showed me . 

How do you feel about itt 

I th1nk that 1s ~and. Now, I told Brett and 
I asked him whether he told you this. All the 
a1rplan.e and englne manufa eturers will be in 
here on Monday. I am going to put t h is proposi­
tion up to them, just wha t this latest message 
means and this 1s going to be a part of my talk, 
with your permission, and I am going to see 
whether there isn't some way then to get them 
to realize the serious condi t1on of the whole 
industry 1n so far as the produetion is concerned, 
that they have got to step it up and they have 
got to economize and they have got to find short­
cuts that they haven't oven heard or yet. 

What I would like to do - and I think the Presi­
dent wants me to do 1t - thi s question o r getting 
t he companies to license these other people, I 
th1nk that I could do it, do you see. But 1f you 
f ellows think that you could do 1t, WhJ okay also. 

11,- suggestion to Brett 1a that we take this up 
with them in this meeting lolond.ay. '!ben i f we 
t'ind out the t'irat time and we have t o yell t'or 
help , thea you cane in with your big guns and 
shove the thing over. 

It they turn you down, it 1e awt'ully hard. 

I don • t think they will turn us down. Do you 
· think you had better get in tirett 

Well now, did he tell you about rtr1 idea about 
Chryslert 

2SO 
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Amold l 

H, J.I. J r l 

A mold I 

H.~.Jr: 

Arnoldi 

H. M.Jra 

Arnoldi 

H,N,Jrl 

Arnold i 

H.:.I. J r l 

Amold1 

H. II.Jrl 

Amold1 
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Do JOU want to handle thatt 

I want to go one step turther, I want to call 
in llr. Ford and aek him the a&~~~e queati on 
about airplanes, can't we inoreaae thia pro­
duction. Have Ford put 1n quant1t7 produotlon 
methode which our present &1roratt 1ndustr,. 
doesn't quite underatand, 

I -an about 7147 wantin& OU7aler to tr,. to b1q 
Con t1nent&l. 

He told - about that and I th.1nk 1t 1a a grand 
i dea, llu7aler would put a0111e pep into it that 
1t haan 1 t got now. 

Are these the two eng1nea that J'OU would want -
would that program aa 1t 1a there --

I think th1a ie all right . 

I don 1 t know. 

I think JOU ought to take 1t up with llu7aler, 

Yea, because --

It means more than juat a mere --

251 

I would like to - J'OU ••• • h era 1a the thing oo 
getting these tellowa to do t he license. I 
think that we h ave a r aw ~~are to ole thml JOU 
b&Ye, because we I».Ye the tanng power, I tb1.nlt 
the President wanta - to do 1t - at leut, he 
did , aa ot 7eaterd&7. You think thia oYer, aee. 
We here could t l'J to get Qu7aler interested 1n 
buJ'lng Continental and then JOU people, ooce 
J'OU get that - what will he get out ot itt Well, 
be wlll get an order, be will get a license tor 
either Pratt-'llhitne;y or the aull group •• Be . 
would get a license OD that, wouldn't be, aleot 

Be abould have ordera tor the bigger eng1nea 
Uld. 11oeDae tor the •-ller. 
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A mold: 

H. t: . J r: 

Aroold: 

H. l! , Jr: 

Arnold : 

Arnold : 

F. . H. J r : 
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And then you were aleo going to give Lycoming 
a licenae on the 450-horaepower. 

They should have that , too. 

The thing that wu going through rrry m1nd, gett1ne; 
these Pratt & tlh1tney and flright to agree to do 
the 11oena1ng , beoauae I have got not only the 
Treasury but also I have got the Allied orders. 
I think I might get it f ran them. I may fall 
down. If you f ellows want to t ry i t f irst, it 
ie all right , but I t hink i f we once fall down 
it wouldnl t be good. 

Why don ' t we do it the other way then, let you 
go ahead nnd put it a crosa? 
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Because Bret t told me you fellows had been talking 
about this to r four or five months and had been 
unable to do it . 

Tha t i s the rena on I say, "''lhy don't we go ahead 
then?" 

What ia it, "Chil dren are fools 1n venturea" t 
I think I coul d do it , because i f they didn't 
behave them.aelves, I would just wall< the"' ac r ose 
the street. 

Here 1s another r eason I think 1t mi{lht be well 
fo r you t o go ahead with it. I wae t alk i ng to 
K1ndelberger yesterday. Could you givo Klndel­
berger a few men eC>::le da:yT He haa !;Ot a bi g 
outfit and be has ideaa. But Kindelberger told 
me that Wright Co"')>&Jl::y ia going to aa:y that there 
isn't an::y necessit::y for t his license, 

Well , I am not goine to ask the Wright Company. 
I am going t o tell them. 

Aa I sa::y, :you would be in a better position to 
do that. 

I had rny people working all last nivnt to give 
me an answer on bow t o do i t . I wanted two 
six-shooters and I wanted t hem loaded for bear, 

Regraded Uclassified



Arnold : 

A mold: 

H, l.l, Jr: 

Arnold: 

- 1:5 -

I d~1 t uant blanks, so when I went into this 
thing I was going to aak them pretty-pretty 
first, but i f they oouldn 1 t do it the way I 
wanted, I had the au tbority to do it, see, 
Think i t over. Just the two things that I 
would do, and tho Presi dent is ready to have 
me do it. One is to get Chrysler interested 
1n buying the Continental Motor Company. TWo, 
the Army and l!a vy would give Continental an 
order for this big engine and then we would 
license them for either Wl'1ght or Pratt .t 'l'lh1t­
ney and then ny s1tt1ng down with Pra t t & nblt­
ney and Wright and getting them to agree to 
license those two. When it gets to placing the 
order s , that is your job. To get this f irst -
to break this f irst round - what do you thillkT 

The more I think of it, the more I th1nk you 
are right , because we have been trying to 
break the lee and we haven't made n dent. 
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Look, General , let's you and I talk. You fellows 
were out on the end of a 11mb in getting these 
fellows to give you now engines and new designs, 
and eo forth, until I gave you the purchasing 
power of the Alli es. JUst ae soon as you had 
it - now the hundred-million dollar tund that 
tjle Pres ident has got , unleae he changes his 
m1nd - last night he said he and I would run 
that hundred million dollar s. Bow, that 1s -
we need that and tha t waa m7 sugseetion to the 
President, to get that hundred million so that 
he 11t:>uld have t hat as a bi s stick. 

You •Y have to use aOJIIe of that in here. 

This isn' t easy. I think you are going to have 
to use everything that you have got. 

Now, what I will have to do 1a, I will t alk to 
Seoretary \7oodr1ng and tell h 1111 of th1a con­
versation and let him talk with Johnson so 
there is no cross-up between ua. 

I thi.nk that 1a correct. 
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Lot me t al.k to Wr. Woodring l'lhile you are here 
now and I will see there is no mix- up on t his 
thing. 

I think i t would be well. 

But I want you per(ectly happy about it. 

ue have been lookine for s omethln.g like this e.ll 
the t ime. 

The fact that - whe t is his nace - said that 
four or f i ve conths h e had been trying to do 

. t h is thin;; and couldn • t - in "l1l:f nnxiety to get 
t h is thinr. started - I think tha t the Treasury , 
with the President o f the United States back 
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of us, go ing into this thing just to crack the 
thing , then vthen it leta down to buying the 
damn things , that is Procurement and the Army, 
Procurement and the Navy, but to get the licensing, 
I think we would be --

The more · I think of i t , the more I think that 
is a better way ~o handle it . 

Now, would you people be ready to tell me Which 
one of these tlrighta and which one of these 
Pratt & Vlbitneya you want and the l i cense - it 
would be just tald.ng one ef181ne or t wo engines. 

I can g ive you that. I would have to go beck 
and t alk to "l1l:f people. 

Yea , but could I have it b:y !.!ondayf 

I can gi ve it to :you this afte rnoon . 

But you are having thoae people 1n lo!onda:yT 

We are having them in llondny . 

( Telephone conversation t~ith Secretary Yioodring 
follows : ) 
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He •:r• tba t at the tirat meeting he would l1Jce 

to ait 1n himself md he would like General Brett, 

and he ... id go ahead and do 1t thia way. 

Now, what are you going to do about J.tr. Johnaont 

lllall I tell him or will you tell hilllt 

Whioh ia easier tor yout 

It woul4 be a little bit easier tor ma it you 

would tall h1lll. 

I will tell him. I know. That ia wb;y I &Ill 1n 

here , That 1a Why the President baa got me ln 

th1a thing. It ia a dirty job. 

\1ell , I think lt 1a working out !'1ne , air, and 

I want to thank you tor What you have done to 

help ua. 

I will call up Louie Johnson and tell h1JII What 

I am doing and moat likely they will both coDIII 

over. 

Now, you will be ready to talk this over When 

these tallows oome 1n on Monday or betoret 

Are you eending tor them! 

we are eendlng tor them. 

V.bo will be hare in townt 

I asked tor the presence or the highest- ranking 

representative they oan get from all the -jor 

ooapaniea. 

Well, Why don't I do thia, make - make a ncte , 

lira . nou - tba t 1n oaae or r:rigb t, we will 

have Vaughn and 1n the cue or Pratt & 11hitnay1 

Wilaon. Now, I think what I will do is to call 

th- up 

I th1nk they wlll have to bring Gordon down . 

I think I will call up the preaident or the co..­

p&IQ'. Mew, G~q VaUGhn is the prea1dent of the 
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company, and who 1s tbe preaident of Pratt & 
\'lh1tney? 

Wilson, 

I am going to call thom up on the telephone now 
and tell them what I have and tell them when 
they come down to bring their lawyers down and 
be ready to sign, 

Okay . If.you do that, that is fine. 

I migbt as well warn them, because they will 
oome down and t hey will say t hey are not ready. 

I think that 1s all right. 

So I will tell them what is coming. 

All right , s i r . 

And I am going to t ell them thoy might ju.st a s 
well do i t with a Blllile . 

Are you going to have Continental and Lycoming 
in at the same time or are you going to bring 
them in later! 

I will have these two. Fi rat we have got t o get 
the license. ~e president of Chrysler will bo 
here Mond.ay. lie will have ll1m maybe 1n tbe 
afternoon and have these people 1n the mornillg. 
Supposing I try to get these two people in here 
at 10100 1n the corning, see . 'l'hia won't inter­
t are with you , will it! 

No. 
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Then I wil~ ask the Chrysler man to come 1n later, 
beoau.se I don't want to talk to hi m until I have 
got something. 

Than you wi ll have --

1'/e will have Vaughn and V/Uson i n hero &Pd Mr. 
Woodring will be here , that is tbe way. 
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Oka:r tor 10100 o ' clodc , thenT I will work 
alons that line, then, 

I will call Louie Jolmaon and br eak the newa 
to h1111. 

You are perrectl:r happ;r nowT 

I am per!ectl:r happ:r now, 

lUll :rou tell th1a .to 
-:r want to be here. 
aa:r ao . 

General llareball T He 
I ! :rou are not bapp:r, 

I ., per!ectl:r aat1a!1ed, becauae I think 1t 
'!a one or tAe beet thins• we have dona. 

And :rou a.re going to let - know which one or 
theae ens1nee - -

I will give :rou that 1n!owat1on this arternoon. 

R1gbt, 

257 

Regraded Uclassified



., 251 

- ''· :a.MI 

ftle 7 -~-,. ..... ...,. ., .... ., . 
.., ............ ....,, 

.,. leaJ.N'• ....... ,_ ,_ Sllllft .... lal 

bl-tlaa, ...... ......_ ..U....,_ae ef .w,tnu 

ta tile ll'lUell ... .,., ... I&Jta ate ,_ .. ...u& 

at lllr 1 ta IIQ 11, 1MO, ... 1¢ II let IIUWI'lH ,_ , .......... 
~-at I MlJ, 

Regraded Uclassified



IIQ 1,, 1NO 

tiM. ••••1• 
tiM.._~ of tMRa~. 

(A"o-'l•a ~ Yowre) 

lf¥41Ml' .... ~· 

1 - '"'"'• IMNWtt~a, f• ,_ -n. .. auaJ. 
Uf-Uoa, ....... obowllllr eoll ... lOI of &bplueo 

to u. ll'lUIIIl &114 PJoollllll Ooow ah toP tbl poPlo4 

of .., l to IIQ Ul, lHO, &114 ...... •&lot 411UftPlOI tw 
,. ••• -tala. 

259 

Regraded Uclassified



'1M a. 1 alllo 

.,deu ... ~· 
~. .. ·--· beJ'ftltll, ,_ ,_ eallftanttal 

laf-Uoa, ...,... ~ tiU...-.rloa of....,_.... 

'o the lri.UIIb 8114,..... Ooow ate toP .. pel'lo4 

ot llq 1 to ~ 111, 1NO, 8114 wut 1o4 ..Uftl'l" toP 

,. ... -Ca. 
T .... otn••••tr, 

250 

Regraded Uclassified



·' 

' 
I 1 ....,.. ... Wi frw"''- -0. f ........U"' .. lhW .... tM"rwv. --.~---:::::------1 ht.al W '""' I ....... ~~ 1 ....... f11 ~~---• J;)IIO - IJIQ 
I ~ - fll I ... fll ...,U ]0 I M ., .. , )0 

1
'---;-- -;-- ,-..:;-- ;---;---;;--- :·--.--.--,;---;---;--;---;---;--;--

0
-

0
,_---l ..,.UJO ,, .. ....... .. the .. ..... W. f.. I f f t f f I I I I I f I 1 1 I ........ ~I ........ ......W I .. 1 ,._ I ftlt' ... I ..... I ... , I ... .... I 1.-. I h\., 1 tliaro I • · I - I ~ I lill, ... I ..... 1 41oFt . l .... . 1 ,.,. - ------------'- - ---L •u .. .w> 1 

.. J .. ~IWIW,.,Wiolllc__!O _ _ .__ __ ,.___ .J_ _ _,,.__~,--~'--"---'---'--.L.--'-'-~''--J'l--~'--L-..L-.....1--~'--''-

u.JlO-on c "» ~ ... , 

.-. ( "' ..... ) 
::;:.~~ 
"" ,,... .. ,. 
. .. )0 

, ..... , 
C.aiOD .. .,., 

,~ .... , 
{).100 ..... , 

tu.)O..Il:l) uaoo ,,,., 

111)0-t~)o 1\200 ... ,., 

.,...,.., ,.,_u.w o.,.,. 
011~"05-l {UOO ll•t•1 

ll~ (&leO II.,, ) 

*~'~"·•·' 
~· tU«<to ... ) --~ UJ00••• ·1 

t-bl ~ _, ...... 0.,., 

... ,.. 
' 

.. 
... 

'W' 

"' ., 
,,. ... ..... 

_db 

~~. ~ ....... , ...................... . 
...... • ., r-...................... . 

• 

... 

' 

• 

" .. 
I 

! 

10) 

" 

n 

• 

v 

to 

.. 
"' 

!1! 

" .. 
"' 

., .. 
"' tQ , 

• 

w 

10 

II 

" . .. 

, 

m 

I 

' 

'" ,, 
.. .. 
" 

11 

" 
" 
" 

., 

... "' 

, , 
lU l,)l 

"' .., 

" 
"' 

" 

"' 
"' 

.. 

'¥ ,, "' "" 

,. 
" .. 

.. 
" !I 

.. .. .. " .. .. 
" f00fli001'0080 

' • " " 

n 

" 

.. 

.. 

n 

"" !! • 1911 !' 

" 

.. 
n e w 

, 

!! " 

"' 

" n 

n 

u 

"' 3 , 

n ' 

m •• 

., .. " 

u " " .. .. 
tfe !"t !L 0 " n 

• 

, .. 

'9 m ' " 1n .. .. 
, Regraded Uclassified



28.2 

llwlber of ..Urp1ADo b~lneo .Do1lnro4 to U.o Jrltlob 
and l'ronch Clo?oriiMnh fro• llq 1 to ~ 15, 19110, 
c1aooltlod by -..ulactur.r aD4 b7 t:rpo of onglno 

Sll40 

SCJO 

SJct.o 

( 825 h.p.) 

(1050 b.p . ) 

( lalO b.p. ) 

llr l&bt Aeronau UcAl. Corp. 

Rl820-0205J. (1al0 b.p.) 

OIUB20-0102J. (1200 h.p.) 

Gl26oo (1700 h.p.) 

CJI26oo-J.5J ( 1700 b.p.) 

i'otal Vrlsb\ J.oro­
r>aUU cAl. Corp. 

39 

31 

.2 

_l!. 

23 

26 

28 

8 

Troa1Ur7 .Dopart .. nt, Dl?lolon of Roooarcb and Statlotlco, 
11-.r 17. 191i0. 

Soureol J.n,clo-l'ronch Pu.rcbaolnc Joar4. 
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WAR DID'Ain'MDIT 

OI'P'ICil or n.: OflD' or n.: Alit CIOIIPS 

WAa«INGTOH 

Jfa.T 17. 1940 

CONFIDENTIAL 

1. J'ureQent to JOflr requMt 1n coat- ot W. dat., U.. 
J.ollorinc dat. are ..u.itted 111 .,&in•• t.b&t are COIIai.dared wit.!>a 
tor bnlldSng UDder ll.cenae otber than ori&inetor ot deeipt 

,!;• IIOOtJ• aDd frpM to be Lic!pff4a 

(1) Prat~tnq .... p. a....l34D 
(2) Prat~tnq .... P Jr.• &-98S 
(3) c..rti.u-W!r~t "llb1r1tr1D4° R-97S 

~· 1-.diat. Recr1z:tee::tll 

'6•H· P. 
'rJ"O /(. p 

..r,.co ' H. p. 

(1) J. total of approxi.ut.l,y 1~ •lf&o~ R~ll40 
eng1nes are required tor ~t. producton, iD ~iOD to 
those now ca order. 

~ ~ 2SOO 

.£. '!-ber to be Licgt4a 

(1) It 1a eetaatect that SO &-1340' • a 8Cilth can be 
produc.cl without robbiAC t~ ardare tor the fint D1ae --. 
which 1eeftll a beJ.aDce ot appi'<Ild.at.l,y 1000 •11- tllat ebooalA 
be lNUt UDdar lie..,... I.Uniae, the W'ri&tat .ur-t.1cal Col'p­
or&UOil can produce appro:dat.l,y SOO eqinee without retool'"•• 
which 1 .. "" a belence of 2000 &-9'7S or &-98S '""PM• to be ~ 
d~ed "" lie-• 

.A· Bga1n!!f Ipyal.D4 - 1000 B.r. or Abcm 'Pr'nr• 
{1) file ...,...tot Muro bneinee• t.b&t could bop_.,... 

1a pr.dicatect vpc11 U.. wcceootul dnelo~t ot experactal ~ 
liMe- Oil order, &Dd ito appUcaUOD to fi&ltt&r &Dd pal'SUit 

~1~ 

CONFIDENTIAL 
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CONFIDENTl~ 

t ,pea ot aircraft . In n01'118l. tl..mea, l».eed upon uintenance of 
5500 a:l.rplonea for the IJ:rq, 3UlO tor the llaYy 1 and a cOODercial 
requireMllt ot 50% ot t he combined Anq and llaYy business 1 it ia 
estimated tbat the total. annual purcbaaea would be appr oximate]J' 
$501 0001 000 or equbal.ent to the production ot appraxilo&te]J' SOOO 
1000 horeepower engines , or their equiftlent. It 1a estl..mated 
that the d1T1Bion of buainaaa for the type ot engine UDder deftlop­
"""'t by the lllla011 C<lapenT would bave a croee aale for llilital7 
purpoaea of ap~te]J' $1.0,0001000 per 7ll&r1 beaed upon preaant 
indices 1 or a productioc of 1000 enainea per ann-. 

(2) there is a potential req~t for appraxilo&te]J' 500 
eneinas ot the Caot1nantel class for inetallation in pursuit 
tia;btera required for procureMDt by the 7ll&r 1942. 'l'b1s type of 
eneina would al.ao be applicable to sinsle engine pursuit ea a 
direct competitor to the Allison, ot which there 1a a requireMnt 
S:or substantial nuabers in progrUID under diacuaaion • 

• R. ARNOLD 
llaj or General. 1 .l1r Corps 
Chief or the Air Corps 
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!.!q 17, 1940 

L!!l.lOIWIDUll FOR - l.lr . lo!orgenthau. 

1. PurBWlnt to your request in conference of this date, the 
follolrine c!nta ~ submitted on cn£1nes that are considered suitable 
for building under license other tban oriainator of desiliJ>: 

.!.• Uodels and TYpes to be Licensed: 

(1) Pratt-ftbitDey •Wasp• R-1340 
(2) Pratt-fthitDey •!".asp Jr.• R.-965 
{3) CUrtiss--lfright "llhirbind• R.-975 

l • @ediate Resuire~tents: ~ 

(1) A total of approximately 1500 •wasp• R-134~ 
on&inos are required for i=ediste production , in addition to 
thoso non on order . 

(2) Pratt-llhl.tneyf:-985 ~ 
or - 2500 

\'fright R- 975 

.£. Number to be Licensed: 

(1) It is estinatecl that SO R-13401 1 a mnth can be 
produced without robbin(; foreiliJ> ordera for the firat nine 110ntha, 
which laeYes a belanee of approxiut.ly 1000 en&ines that should 
be built under license. Li.kcs14o, the ~right J.eronautiw Corpora­
tion can produce approxiJ:Intol)' SOO eD61nes without retooling, 
which leaves a balance of 2000 R- 975 or R-985 eD61nes to be pro­
duced ~ license, 

~. Business Invol Ted - 1000 11. P . or Above Engines: 

(l) The .amount of 1\lture business that could be given 
is prodicated upon the success!\11 development of experimental en&inos 
now on order, ond its application to t1ehter and pursuit types of 
aircraft . In normal til:teo, based upon Mintenance of 5500 air­
planes for the ~. 3000 for tho Navy, and a co..ereiel requirement 
of 50% of the ccabined Artli1 and Navy business, it is esti:latecl thet 
the total annual purchases would be approxi.m&tel)' ~50,000,000 or 
8<!uival.ent to the production of opproxil:tatel)' 5000 1000 horsepower 

"Cf'r;rqDENTIAl 

' 

2ss 
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•neinu, or their -vdftl.ent, It ie utiMtecl tbet tbe diviaioo 
ot business for tbe t,ype ot ena:ino Wider dne1o....,t 'tv the 
Alliaon COiiiP'L'If would ben a croaa aal.e !or ailltu,- purpoeea 
ot approxia~ ·tlo,ooo,ooo· per 7ear, baeed upon prea..,t indicoa, 
or a production ot 1000 ODginoa per ...,.,.,., 

(2) There is a potential reqllir-t tor appraxiataq 
SOO ena:inea or the Cootioct&J. claaa tor 1natallat1oo 1n purauit 
t1B!>tera required for procur-nt 'tv the 7ear 1942. Th1a type of 
oncine wouJ4 alao ba applicable to ain&le aniina ,PUrsuit as a 
direct c~tor to tbe .llliaoo, of wbicb there 1a a req~t 
tor auba taotial 111.11:1bors 1n prograae DDder diecuaaioe. 

H. H. AIUIOLD 
114Jor Ceoarlll, Air Corps 
Chief of tbe Air Corp a, 

CONFIDENTIAL 

• 
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St•~ 1>&,000 1>&,000 T8,1Sl 168,000 38 61 
.., n - UJ.-f'f·ll t. 18 U ,16o0) 

Jtl.uea ,,. .... ) 120,000 1.38 .... Sl.,. 17),)00 " TT A-< CHt (5,0lS~ 

....... (lllo>.) K.•oo 86,400 l,,t$, 121,!10 
A-< ~7 (S,Ol.S 

.... 1&7,000 ,,,1$ •11,3:$0 .. .1-r-c--

'""'-'·Stbnty ~.s.ooo m,ooo "),200 2S TO 
,_, 'f- ls& (1), 2;)0} (P'IIr..alt) 

"''" 2SO,OOO 6CO,OOO 16S.l .. 9'96,•75 .. l8 l ·-· n-u <•,oco> 

..... !t.J~ I!.Slii JZ!,!U 6 
... ln•U (1, 0$0) 

.. .., 1,602,060 8,.S85,4ll 8,c" 1101' D,2'1,c),. 

"' 0~ ......... 
!:!ll:!l! 220, ,$8 )6),, )0 80 ~!/ :!/ A·Jt-F Y-171~1 (S, SOO) 

Ulhea )50,000 3SO,OOO 
Cclf!tlJie.tal tl10)7 )TO,OOO )8,060 lJS, 100 TS 

•-r-c: WTO (JOS) 

:uob• )8,000 )8,000 20, 216 )8,9'73 60 ~k "6 / A.- F-<: R-l5H U!SI 

... -.. )0,000 }0,000 2.1,66) ).4,660 40 
A ....... R-611<>-t ~4TT)o R·"'>-U ()t)l 

lar.c.r 19 ,300 18, 6)0 l6.m so 
.t.-Jt-c ,._..<>-1 i6l)llY•TT0 (),100 

t't.lhd - Pl'l 885,173 96,5 ,))2 1 ,218, &80 1 1U4,&oo _.IS q~ • q o n A-11-F-~ 1.-965- 19 64, 1 A-1.).40.49 (91S) I 
R- 2800-S (2,c6)h R•l8lD-l3 (l, SS)) 

frlt .h\ 1 , 12) 1 )00 1,243,000 ,18, 4$0 1 ,400,000 't 98 ,. 5 A-M-r-c R-3350-.S (2,120) 1 A-26.00-U (l, 100)J 
R•l820-Sl (l,lOO)t R·9!5 (820 

Total 2,$11,.410 3,001, }32 2,454,911 ) 1 4)4,Cf6 

• lfldudu bf.IICiu' •pau 1 .... ~ at hwvk #.1.J"port w•e-4 fer -..wtutwri.Jl& • 
... kMo.\I"Uti~ tot" w.rtta - P'nltooh o~•:r. 

.,. n..a ..... , .. ,. Dt.• •• 

-. StubeNI\ruU.q t•r lilu"\t.a, Aepu\Uc • Breftt·•r· • 
• •• kktlltrut llll fiT M. '-trlqa, BNU!e;, C:..-oll4at .. , Dt~ a.ll4 LoclhM4• 

Offlo., Clilht ., Air c • ., •• 
., 11, l,C.O <-•llk) 
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o-' 01 ~ Alfll CIOCIIN --- .-. .. c. 

WAR DEPARTMENT 

OFJ'l<Z OF THE CHIEF OF THE AIR ~ 

WASHINGTON 

l!&y 17. 1940 

L!EI..'OIWIOOII FOR THE CHIEF OF STAFFs 

Subject • Pratt & 1lh1 tney and Wright Engine a tc 
be licensed tc other II&IIU!act urera . 

1 . In repq tc yoar telephone i"'luiry ot tbi.s elate, the 
tol.low1.ni are the s eries or Pratt & 1lh1 tnoy and Wright Engine 
Co , anpne8 l'f!COIIICiended for license tc other II&IIU!actarere in 
order tc obtain them in the quantities required, 

--

~· Pratt & llhitnti 

llodel Noa . 985 and 1340 

lst Priority 1340 

!!• Wright EnJd,ne Co, 

llodel No, 975 
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TREASURY DEPARTMENT 2'70 

CONFIDENTIAL ,,,,.. 

s-.ruac ezhi'bHM • ·~ te,..11017 Ur1111 tile ..,1'111111 ... aloa, a\ 1a .­
at-.nooa, 1t cWoliJie4 oa repone \U.\ tile q.....e wre aak1ac hr\ber .._. 1a 
Jtlciu u4 IorU..ra 1J'ell0e. .After OlpelllJII at J.~. eterli111 ro .. w a lllcll ot 
}.26-1/2, u4 U..n returaM w • -•U• ,.,.te ot J.~ H _..... ott rep141T w 
a low of } o20 ill tile 1116-atteraooa. !lw oloel111 qao\dloa .,.. ).21. 

Saloe ot epo\ eterl1111 b7 tile ab reporUJII 'bulte wtele4 lollo6,ooo, fi"'OI 
lht t ollovia& eOIIJ'Ce 01 

I t Co-.re1al OOACII'B.I e • • •. • •• •. • • • • • • • • • • • •• • . • •• • • • •• • • • ••••• • • .I. l'IO>,OCIO B7 tore1p 'b&Dka (»arope aa4 So'Cl\b. "-rloa) ....... . ...... . ........ ~!....S~ 
! o '-1 •• • • • • • 

a, co-rci.al coaoera.a ••••• •••• ••• •••• ••••••••• • • •• •••••••• •• • ••• ~ 
!7 torelCD baDta (rar .... aa4 ~) ••••••••••••••••••• ••••• •• 

fo'-1 •••••• 

!be tollowlac reporUJII bub eol4 ootwa 'bUle wtel.lJII I-7,000 w tile J r1Uab 
Coolrol oa \be 'baale ot \be ottlolal rate ot 11.~2: 

1.5,000 'br \be •uoMl. Clt;J Jaak 
....b2QQ. 'br tile Irrtac bu\ Ctop'V 
~!otel 

Dnelopaellle la \lie o\ller l11p0r\all\ OIU'rellOlee were •• tollowe z 

'file 1re1101o truo _..... vUia eterU111 oa tile 'baah ot a oroee rate ot 
176. 1!0 frallOe p ... pou4. U olo .... a\ . 0112. 

!lot lwiae fruo ':em 'hM a - low ot .2125 a\ Ule opelllJII, boa\ tiUiJII 
u.. ettenooa u ·-~ 001lal4orabl1 w rMGia • ll1cll ot .2210 ., Ule cloae. 

!be CneA!en 4ollar ooll\11lu4 to ...... ll W4&7o oloellll a\ a 4hooaa\ 
of 19-7/ • • 

!be rel~ olo .... a\ . llooo. 
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~ .uooclate4 Preoo 4h pateb ncelncl f ro• Pub \hlo aflal'!IOOD ota\eol Uoa\ , 
afln 1 trlpb flllanclal accori betweea J'I'1UIOe , 0f'tlat BrHala u4 Bal&l•, e:mb&Dce 
ratu ,..,. Ul<M tc4aT a\ 6a Bal&l&D fruco f or 100 J'nach fr&DCo lUll!. 120 Bel&lu 
trance t or IM :BrlUeh pOWI4. (!be bel9. h equal \o flft Bel&lu fl'lllCo.) o. 
lhe baola of tbe offlolal olarl1DC-4oller rota quoted b;r \ba li&Dit of IIICliUIII., \1111 
btlp vorko olll to the oq\li.Taleat of .1679. !'hie rata clcoel;r appron.&wo \be 
loll oftiolal bo1p quotatioa ude b;r \be :B&Dit of IIICliUIII. prior to the 1DY&Iloa. 

fbe 1'11" acaiD aon4 upwar4 ill Sbnpl toolq, beliiC quoto4 at 11-1/324, up 
J/J2d, QDC! 5-1/ZJ. up 3/lf¥. 

!be l.Ural llaoern Balik of - Tori< oo14 50,000 Bilbo france for &CCOWlt of 
lho Bank of LatTia. 

Vo ool4 $5<)0, 000 lD col4 to the CeDtral :B&Dit of \be tl~ !bopubllc, to 
bt odded to Ito earu.rke<l. &c:COWlto 

Vo plll'chael4 $35 ,000,000 ill cold froa \be I&J"NrDd &CCOWlt of t be :B&Dit of 
rranee. 

S'ho Feoloral :S.sern Bank of !rev York r epor"' tbe follovi~ ehlp .. Dto of soUr 

$),500,000 fro• J~pan , ehippod b;r \be lola>"- l!lpeota :Bult, :lobe, to lto ICIDC7 ta 
San J'ranolaco , tor .,.le to the u. s. Mint. 

1, 649 ,000 from 9111turlan4, ablppod by tbe B. I . S. to the J'edoral llaaeJ'ft Bank, to 
<-.r;n;= be oo.J'Il&J'Itad for accolUlt of tbe :a.x .s. 
$5,1119,000 Total 

b Boabq Dltal -rlteta ,.,.. roporWd to bOTe baeD ftop&Ded toda;r, lUll!. a t;old 
prlce oqui'ralent to $36. 75 wao roporto4 to a llev Tork baDlt b;r oDe of Ito lD41&D 
corN IJ)ODI1•n ta. 

!lie Boaba;r opot ollnr quotation workad ou\ to tbe equtTalont of 115· 07#, up 
1/SI froa liedaeaolq'o price. J. tr84ar lD o"" of the loa4lac - Tori< banko otaWd 
l.t&t be ~•U•ftd '.hat two 1arce J.aerlcaa f'tlfilllrteo ba4 ..U oalee totaliac porbope 
1,500,000 OUDCU of ollTer to Illdiu operatoro. :a. a44ed \bet Wo oUTer ba4 be• 
!Old b. SaD J'r&Dcteoo, 

Spot olber la Load.oa wao uaclutD,?d a\ ZJ-l/24. !'be forw&J'4 quotation, ~r. 
IIOYOd of f 5/164 to ~4, !'be tJ, S, equtnleDto Wf'tl J~•JU lUll!. J J , 2S, f'tlopiCtlYel7• 
CocUMDta\ coDCeno wef'tl r eporWd to bOTe beea bill••• of opot ollftr ill LoD4oa 
tolla;r, &A4 opaCillettn lDtef'tloto ,.,.. clWd ao f'tloellero for fol'Ward 4oll•er;r. 

li&Dd.J &A4 IIAraon' 1 oettl••at price for t orel£11 lll •er ••• UDcbuce4 at 311-J/Iy. 
!'he Tr ullll'7 '1 p\lrchao• prlco tor foroicD tllTer vao aloo unch&Daod a\ 351• 

.IJ.tl:l!uo!)l DO piU'chaeeo of ellTOr voro aa4e b7 u o Ill tblt - York •rltlt t&dq, 
l<l bo"Cbt ~,000 OlUlCOI froa the :B&Dit of C ....... IUObr OIU' Hcular aontbl;r acree .. D\, 
So f:or t hh aoDth, vo b&n purohaae4 910,000 OlUlCII of ollnr fro• \bat ~•, ao _ ..... ~---~-~;~;:~~~if 

• 
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STRICTLY CONFIDENTIAl 
TREASURY DEPARTMENT 

INTER.OF'FICE COMMUNICATION 

ro Soorotary ICorpathau 

,.., .. ICr. Ooohraa 

DATa llq 17, l9lto 

272 

By Ulophollo thh .orn1Dt; ICr,hoko broucht .. to dato Oil ltall.,. balllr:lDt; 
tr..,....,Uono oil the llev torlt aarltot, 'the J.Ur&l !looo,... lieU: hu t odq 
crodl tt4 tbo llult of Ital7 with $2,6oo, ooo, reprooolltliiC tboo proooo4o of cold 
vhich arrh·o4 Oil tho llo.a. 

On 1<&1 15, tho hdor&l paid $5.~,000 troa the llult of ItalT IICCOUilt 
to the •rat tor tho eccOUilt of' the ItaJ.lu lxcllaAco IuUtuo. fb.1o .,.. 
olao roprooooto4 procoodo of C014 reported fro• HalT. 

Yuttrdq the 0Garut7 !!nu~t opeod tb.roo orodito to oonr e:q>orto to 
l tol7 of otool aD4 .. beotoo , totaliDt; $1:!0 ,000, 

rM Bellco o-erciale Itllliuo 1>14 draw a chock Oil the Chuo lieU: 111 
ta•or of tho Copper l:q>ort .loooociatloll tor $1192,000. 

'l'he Banco o-roialo Italiaao hu trallltarrod $1,000,000 tr~ ito ac­
count vith the Ob.aoe to tboo llallq118 JrlollCaioo I t al1olllll. 'l'b.o llallco Oo-rolalo 
llollaoo b.ao aloo tralllferro4 $1, 250,000 troa i to accOUilt vith the Ob.aoo to tho. 
account of the I tal lea lxcb.o.Dt;e InoU tuto v1 th tho Ob.aoo. 

'l'ho J'odoral !looo,... llult hu rooeh·e4 $1,000 ,000 fro. tho Cboooe lieU: bJ 
order of tho BlollCo c-rolalo Italiaao, to bo cro41to4 to the llatloD&l lieU: 
ot hlcarla. 

'l'ho Juco 0-orclaJ.o ltaliuo hu draW 0. check f or $2 ,6oo,000 Oil the 
Chooo ln fa'fOr of the Svioo lieU: Oorporatlollo 

'l'ho Buco c-roialo Italiuo hu ob.lttod $1126,000 t~ lto accout vith 
tla llatiollal Olt7"' lh accom>t vith the Clt7 lieU: J'ar110ro 'hut. 

'l'ho ...... 0 o-rci&le Itallaao hu aloo tr ..... torro4 $5()0,000 ~ ito -
count vith the lfatlOilal ou7 lieU: to tboo account of the Itali• :l:mbo.Dco Ia­
ot!tuto Ylth t ho Ohuo lluJ<, 
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TREASURY DEPARTMENT 273 

DAft - 17, 19110 

llr, Coclana 

STRICTLY CONFIDENTIAL 
llr. Irtco,_, f-lT ~lal Ooaaelar of \lie 8-\lM ....__. 1a 

t.U 1JaUe4 lta\oo, \elepluou4 110 a\ a. ,,,., ~ trGa ,_ • .uroe -'la& 
-· Usa l&tet \ - l.a racar4 \ o t.lle- d'-*loa -4 ,. \bll ~~- -··· 1 ,..,. hl.a \ he f a.cb •• ropor\04 oa t.11e Uollaro, lnl\ lluai'W .. opl.atoa oa 

tha 011tloolt fer o-uu .. oa ov arlla\, !hto •• t.11e .UJoo\ atoll 
b tt r eo\14 hl.a 1101\, 

Regraded Uclassified



GROUP IIBETINO ... ,. 1'7, 19.0 
11130 a .... 

prosont1 llr. Gaston 
Raaa 
Young 
Barris 
Fole)' 
Cotton 
Schwarz 
Sullivan 
Cochran 
McReynolds 
Bell 
Klotz 

H. U.Jr: 

Harris: 

H. r.t. Jr: 

Harris: 

H.M. Jr: 

!larr1 s : 

H. U. Jr: 

llarrls : 

S. Lt .Jr: 

Gaston1 

llr. 
!.lr . 
llr. 
Mr. 
Mr. 
Mr. 
Mr. 
14r. 
llr. 
Nr. 
llra 

Well , Baa1l, did they gat you las t n1gbtT 

Yea. 

You say that 1s incorrect info rmation? 

Yea, lt is incorrect. 

Was there an;y wa;y that we could find out if there 
is any more insurance being tranotorred? 

Yea . 

Have ;you got some lnauranco broker friend up 
tho reT 

Yea . I talked with tho two biggest underwriters 
1n this country and one ot them bad 1n h1a own 
ott1ce a representative ot tho l arges t Italian -
a1gnal Ital1.an neat out or Trieste and be said 
there wasn ' t anything 1n i t at all. Further.ore, 
be aald that the Amer ican lll&rket doesn't lllta 
insurance on Italian abipa &n)'ho• and the)' have 
always been very leary ot them and they woul.d 
certainly be at this 1110111ent. 

O. K. 

Herbert? 

I haven't got an,.th1ng th1a 1110rn1ng. Did you 
take a look at your ahipf 
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Oh my God, no . It is over- aanewhere, 1en• t itt 

oaeton: Over at Bowling. 

H.!ol . Jr: Edt 

Foley: Here is a memorandum on that proposition you gave 
to John and me laat night . 

27S 

H.~. Jr 1 All right. I will take that with me wherever I go 
tonight, Mrs. Klotz, 'Den I go to tho country, see, 
anti you (Foley) and John and Phil Young be at 1117 
house Sunday night at 7:00 o'clock. I have already 
talked to these two c<Jilpanies and they both said 
they will do &Jl71:hing that I ask them to do. 

Foley: You have got a six- shooter ln i t. 

H.M.Jr: Well, Louie Johnson called a meeting for 10:00 o'clock 
lolonday. 

Sullivan: That i s right. 

ll . M. Jr: Well, we are going to have one hare at 9:00 and I 
am going to handle the licensing. 

Sull ivan: I have had a conversation with Johnson. 

!l. ll .Jr : I am going to hancfie the 11cena1ng and I told h.1J:I 

Foley: 

Sull ivan: 

H.M, Jr: 

Fol ey: 

ao . 

I think tnat is wise. 

This mom1ngt 

After you talked to me. I told him I am going to 
handle the l i censing. So then he advised, well, 
atatutory, it is his right, but by direction of 
the President - he realizes the President wants 
me to do it. 

Hie, my eyel I don ' t think it 1a in the first 
place, and 1n the second place there isn't any 
doubt about what we can do, and the peculiar thing, 
Mr. Secretary, 1a that the President himself , when 
he waa Ass1atant Secretary or the Navy, back 1n 
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H.~. Jr: 

YOill'l(; l 

H. t:. Jr: 

Fol ey : 

Sull ivan a 

P. .I!. Jr : 

276 

- ~ -
1918, created the - ohineey ao that :you can do 
now what :you had 1n mind llla t night without havtna 
the Government incur liabilit:y, The court bald 
back in '18 - and probably that is where the Presi­
dent incurred his f i rst d istrust or Supreme Court 
decisions - tbet t he holder ora patent ocnld. bring 
a cti on against an aaaigne e with a contract tor the 
United State s . Be asked tor legislation from 
Congress to grant immunit:y to aucb an assignee 
whero the assignee waa produeina tor tho United 
States and Conaresa gave him the authority and that 
has been sustained by the Supreme Court, ;;e couldn ' t 
have a better situation than we have, both tro~ the 
point of s t atute and the point of decisi ons and 
precedents t han what :you have in mind, 

Phil , would you get word t ,o Bret t and Captain Kreua 
to be available Sunday night in ca se I want them? 
I might want them somet ime a fter 8 : 00 o'clock, 

Yes , sir. 

General Brett and Captain Kraus and Ma jor L:yona. 

Well, I will get a chance to read this. I have 
got pl enty o f help. I am not going to need it. 
Both of them said, "An:ything t hat you want . • Brett 
tol d me the:y bad worked for five ononths t o t ry to 
get this. 

John and I hadn ' t been a ble to f ind out that t here 
was a possibillt:y tha t we - ther e :na:y have been 
motors or perts of motors that have been entered 
into cocpetition and the statute provid es that where 
that 1a done the United States owns the petent and 
if that is so, it 1a ours an;rtra:y and we can do an:y­
tb1ng we want with i t . 

I talked with Colone l Burna laet n! ght and he wu 
vague and re f erred me t o General Brett, whom I 
couldn ' t ge t las t niGht and he left early this 
morning for Hartford. That is how I happened to 
call Louie Johnson and he didn't grasp the probl em 
at all aa to Whether or not t hey had title or 
what measure of control they had, 

flell , I didn • t know that :you had called him, but I 
wear m:yself out calltns Woodring and Johnson and tbe:y 
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SUlliVan I 

B. li . Jr: 

Sullivan: 

H. K. Jrt 

Sullivan: 

Fol ey1 

Sullivan: 

B.II. Jr: 

Sullivmt 

B. li, Jr: 

Foley1 

B. II. Jr: 

- t -

don 1 t talk to eaoh other. 

o. It,, 1QU t'ellawa do it. 

I waa merely calllng to t'1nd out whether or not 
Pratt a: Wh1tney and the other ena1n•• they uaed 
were competition deeisn• aDd th87 didn 't quite 
underetaD1 that. 'ftle statute wate the title 1n 
the War Department when the dedsn 11 w'lai tted 
and the eh1p 1a t'1111ehed, I at1ll don't know 
t he anawer. Do you want me to pureue itt 

Anewer to what! 

'llhether or not the War Department owne thoee 
engine a. 

Sure, pureue it. 

All rigllt. 

It really doesn't make a areat deal or dit't'erence. 
You have still got the power to meke thea do what 
you want to do, anyway. 

'ftle only d1 t'ference 1e whether 01' no t you have to 
p&)' a roraltr on the patente • .. 
Brett knows more a bout it. 

He 1e 1n Hartt'ord today. 

'ftlen get <:apt&ln Itraue 1n the Javy. He 11 a awll 
guy. Be would !mow the - thins• 

'ftle other thing, 111". Seoret&r)' , that I would liD 
to get •<~~~• advice on h the part that 1QU want 
ua to pla)' in connection with the lepalatioa t'or 
the Inter-.t.erican Bank. 'ftle State Depart.alt 
has called up now and .. ,.. that we oustlt to get 
the legislation up. We have the lepelat1on 
drat'ted! We haven't told th• ret. 

Well , I understood that tha 
Jon•• t o have it. r•re ia 
about th1a thlna• • 

President wanted .T•••• 
Bell t Bell Ia»•• 
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Poley: 

H. I/.. Jl'l 

Cotton: 

:'ol ey: 

:'ol ey : 

!i . !l . Jr: 

Poley: 

Coohl'an: 

- 5 -

fie dufted it up and we c&n -­

(Nl'. Bell entered the conference) 

Well , I w111 take it up in Cabinet . I w1ll aek 
1n Cnb1net . 

As I remember, you aai~ at one time that Jones 

278 

was going tc handle i t . I don 't know what the basis 
was , but I remember your sayinc it. 

I think that Bell can answer that . I think he .... s 
here and I wasn't here. 

\"/ell, 1f we draft the le&lala tion, the Treasury 
will have control. If the State Department draf ts 
it , the State Department will have control and if 
Jesse Jones drafts it; he will have control, so I 
think it is important to know who should draft it 
nncl who should handle it on the Bill. 

Am I not right that somebody told you (Bell) that 
the President Vlanted Jesse Jones to handle legis­
lation on the Bank of North and South America? 

My faint recollection is that somobody in the 
State Department said that. 

•./ell , I will a sk in Cabin e t. 

Collado called Berni e today and said that they had 
aotten to the point now mere we ough t to get to­
gether on the draf t o f t h e lea islation. 

That is getting i t right from the horse ' s mouth , 
isn' t it! o. K. Anything else! 

No. 

I gave you the cablegram on France tnis moming. 
That is all I had. lie arc setting another 120 
million dollars of their gol d down through Canada . 
Hal f of it arrived ~oday . Then a fr iend of mine 
was in yesterday and volunteered some statistics 
on shipments of tungsten frcn Argentina. !hey 
produce some there. Some of the sh lpm.ents recently 
have gone tc SWeden and Japan. I will give this 
to Phil Young. 
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• 
H, l!, Jr l 

cot t onr 

Young I 

H.W.Jr: 

Young I 

H.I!.Jrt 

Young1 

JI , U, Jrl 

Youns : 

'toung1 

H, II,Jrl 

Young! 

H, li , Jrt 

H, li , Jrt 

Young1 
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Joef 

Bothing. 

Philf 

We had a vecy n i ce chat wi th Seoreta17 Hull thla 
1110m1ng. 

Talk louder. 

We had a ver-r nice vhit with Secretar-r Hull and 
llr. Welles and llr, Berls this morning . 

Had all of them 1nt 

All of them. !!hey had the whole team out for us . 

That is more than they have ever done for me. 

I gave them a little of the background and they 
a re ver-r willing to cooperate to the tulleet 
extent. 

1'1ha tf 

On coordinating information and working up anal7aea 
on purchasing. 

How will it go troa no• ont 

We are sending them oopiea of t he anal7ses which •e 
ll&lte up to Secretar-r Bull. 

Yea. 

279 

One oop,-. Possibly two oopiea, if they a sk for a 
aecord one. If the7 wan t an:1 additional 1nfo~t1on, 
the7 will call ... It the,. don't get me , the7 •111 
call George. 

Swell. All right . The7 call Ballantyne Seeretary­
Omeral . We will call ,.ou Secretary- General or 
atat1at1ca. 

llr, Ballantyne sent onr to me thia 1110ming a page 
and a halt which the7 wiah to releaee to the preu, 

( 
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H. II.Jr : 

B. !!. Jrr 

Young: 

H.II . Jrt 

Young: 

Schwarz: 
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which baa been appro•~ b)' Mzo. Pul"t'1a, gt't'iAg 
j\l.lt a general 14ea or what tb87 ban b•- doiug 
in the amount or 110ne;r aa tar ae purcbae1ng goee 
1n tb1a countr;r a1nce the beg1nning. Would 70u 
like to ••• itT 

How lang 1a 1 tf 

A page and three- quartera. 

Let ma ek1a it. Who 1a going to release 1tt 

The Purcbaalng Board t or the inrorat1on or the 
preea. That has been apprond b;r Pur't'ia. 

o. K. What eleet 

That ia all. I have not ;ret received an anawer 
on duPont or Col t. 

If ;rou haven' t aeen all ;rou wiah rrom the ticker 
on the President's preu oonterence, I have just 
returned tram there. 

I think I had better take it on the ticker. D14 
he ea7 an;rth1na about the debt l11111tt 

Schwarz: Not a thing. Nobod;r aaked b1a. It wae all detmae 
and rel1er. 

H.li . Jr: 

Haau 

H.li . Jr: 

Haaa1 

I Man, to aave 'llt:l tt.., I tb1nlc I will get 1t on 
the ticker. 

Oeorget • 

I han noth1ng. 

Do ;you nnt to go to bed t 'llh7 don 1 t ;you go bo• 
at lunah t1aet 

I reel all right. 

I would go home Bn7ft7• You don't have to go bo­
onl7 when ;rou don ' t teal all rigbt. You can aur­
pr1ee 7our wire. 

Georg•'• crowd -• up ~mt1l 6a00 tb1a .,l'Di.Do and 
did a beaut1t'al Job on tb1a etatlatloa. 
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Youn;; : 

B. li. Jr: 

Haas : 

H,!.l . Jr: 

Bell: 

R. U.Jr: 

Bell: 

H. l:l. Jr: 

F.arria : 

B. l.!. Jr: 

Barris : 

R. lo!. Jr: 
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r.e lett a oop:r o t that t able w1 th llr. Hull thla 
morning. 

You did g ive Mr. Hull a copy of thlat 

Yea. Be waa ver:r much impreaaed w1 th it and ver:r 
d i scouraged at the p i cture. 

You ought to aee our own production t1gurea t or 
ourselves. That 1a wha t he wanted, waa itt 

Ye a , air. 

All right. 

You (Haas) are going home a t noon. 

'l'bMk you. 

Basil? 

Dan? 

The only thing I have 1a we revoked the other l icense 
tor the Dutch laat night. 

Are you going t o have that memo tor meT 

It 1a being wri tten up now. 

\'lho ia not going to be bare t omorrow! 

I can be. 

It ia a bad t ime, Basil. 

I will be here. 

o. K. ~ :rou all . 
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H.M.Jr: Hello. 

Xq 17, 1911o 
8:)5 •.•• 
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Opera tor: Senator Harrieon ie taking a maeeage now. It ' ll 
be done in about an hour . He wanted to lmow may 
he oall you back or • .••.• 

H. K. J r: 

0: 

0: 

!!. H.Jr: 

Mr s . 
Harr18on: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

!J.U.Jr : 

!! : 

!! . M. J r: 

H: 

R.v.Jr: 

Wh o ia at the phone' 

Mre. HarrUon. 

May I talk to her, pleaae' 

Tee, eir. 

Thank you. l!ello. Hello. 

Hello, Mr. Secretary . 

Row are you, Mre. Harrison' 

Juet tine, thank you. 

Mra • • ••• 

Why, Mr . RarrUon 11 taltlng a uaeage right now and 
I think t h ey• 11 be through w1 th h1• in about forty 
minutea. 

Vell, What I wanted to aek hill. I wondered it -­
aarb e you can call 1n or eo111eth1ng. I 1d lllte nry 
-uch to talk to hi• about how -- Wbat we're going 
to do about the debt lt.1t th1e mornl ng, you aee' 

Uh-hu. ... . 

And I wondered it -- and it he could tell 111, if 
it'• oonTen1ent t or hi• to atop by a:r of fice then 
I oould get llhold ot Mr. Dougtlton and tell h111 
What tiae Mr. Rarr1eon waa o0111ing, J.Qu eee' 

Yee, all right. Vall , :rou walt .nd Juet let 11e 
aak hill the question. 

I ' ll hold on the Wire , •••' 
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!I.M.Jr: 

H: 

'! .U.Jr: 

H: 

P..'.Jr: 

!! : 

!!.H.Jr: 

H: 

~.M. Jr: 

~ : 

!l : 

!!: 

!!. )1 . Jr,: 

!1 : 

H.M.Jr: 

- 2 -

All right, that ' ll be tine. 

(Pause) 

Mr. Morgenthau,,. ,. 

Yes. 

He aaya that he' e -- would be glad to oome by there 
any time arter ten, but he hae an llppointment at 
eleven at t he White House and that he underatande 
that Mr. -- that Mr. »oughton 1e out ot town. 

Oh. 

But he didn ' t Jmow t or eure about that-. 

Well ...... 

But he oould oome by • ••••• 

He ' s going t o the White Rouse at eleven' 

Yea , air. 

Well, supposing we said ten -- ten fifteen. That 
would give him plenty ot time. 

Yea , I t hink so. 

VhaU 

Yea. 

A. quarter past ten. 

Yea. 

At my ottioe. 

Yee, that ' ll be all rig~t. 

A quarter past ten. 

Yea. 

And then I •11 see it I oan get Mr. »oughton. 
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H: 

H.M.Jr: 

- ' -
Yee, all r1gbt. He'll do that. 

'l'hank :vou, 
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. -. . . . . ... . . . . . 

g , ~ .Jr: Hello, 

Ma7 17. 194<> 
~~~ a.m. 

Operator: Congressman Doughten ' s secretary. 

!!.!.:.Jr: Hello. 

Dough ton 's 
Sec: Hello. 

)!, II ,J r: Ie 1~ . Doughten available' 
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Sec: llo , 1~ . Secretary , he U in North Carolina at the 
St ate Democratic Convention today and he v111 
return in the morning. 

Sec: 

H . !~ . Jr: 

Sec: 

H.'!.Jr: 

Sec: 

H. ·~. Jr: 

Well , 1& -- I suppose the aeoond man on the ooooittee 
is Mr. Cooper, 

The eecond man on t he committee ia Mr . Curran, ot N. Y. 

Iillo? 

Curran ot Nev York. 

Yeah, but t he aub-com~ittee ••••.• 

Oh, the eub-comnittee -- the chairman ot tax committee 
ie Mr. Jere Cooper. 

Right . Well, I'll try to get ahold ot him t hen. 

Sec: All righ t , air. And Mr. l'1lton Cooper, the clerk 
ot the Waye and Meane Com~ittee, it rou•d like t o 
talk v1 th blm, 

;: . ·-~. Jr: No, I think I'd rather -- I think Jere Cooper. He's 
ohalrman or the 8Ub-OOEiittee, un• t bet 

Sec: Yee , that 1 e oorreot. 

H .!~ .Jr: Thank you. 

Sec: You're quite veloome indeed. 

.. . . 
' ' ~ .. ~ - l'+ ' 
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H.l! Jrt 
Jeri 
Coo pert 

a. r: .Jrs 

c: 
H.ll . Jrt 

C: 

C: 

H.I! . Jrt 

C: 

H. M. Jr: 

C: 

E. M Jrt 

C: 

C: 

C: 

ll . l! . Jrt 

C: 

H. l! .J r t 

C: 

Hello. 

Hello . 

Jere Cooper! 

Yea. 

How are )'OUT 

All ri~t Henl')'t 

You bet . 

... 

Pine. How are JOU H811J'71 

•a)' 17, 19tO. 
8164 a.a. 

When h that girl ooming with tboae atrawberrieat 

( laugha) I don't know, I 'll have to check up on that 
tor JOU. 

O. K. Jere! 

Yea. 

Pat Harl'ison is coming in at ten- t1tteen to aee me. 

'l'hia morning! 

Yeah. 

All right . 

And. I'd like :rou here. 

-'$l ri~t. 

ADd Bob'• out or town tbeJ t ell • •· 

Yea, he told u 7eaterda7 he waa leaving l aa t night. 

And eo I want to talk about the debt a • 

Oh, a ll l'ight. 

See. 

Pine. 
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C: 

B.JI . J r: 

C: 

B. U. Jr: 

C: 

H.t.!. Jr: 
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And nothing to be aa1d about 1t, 

Pardonf 

You don't want &117th1118 ea1d about the ••et1ng or 
couree . 

I don • t think .eo. 

Well, all. r1gbt . 

I don ' t think eo , 

Ten- t1tteen. 

Yea. 

All r1~t He11171 thank 70U ao INCb, 

Rigbt . 
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28i 
ltay 17, 1940, 
9:05 a . m. 

J1 , 1f . Jr: Hello 

Operator: r.: r . Hopkins. 

I! . J' . J t• : Hollo. 

0: Go ahead , 
barry 
l!opkina: Good motoning Henry. 

H . ~• . Jr : Hello Harry . 

H: Henry, can I luncb with you todayf 

!! .~ . Jr: Any other day , but I can 1 t because l1tJ" daughter 1a comi.ng 
in. 

r : What time are you lunchi ng! 

!\ . ' . Jr: Joan. -

I' · Ho , what time are you lunchine t 

H .!~ . Jr : One o'clock. 

r : Cnn I aee you at twelve- th1rtr, or twelve. 

•, . ·• . J r: You want to see roe befor e Cabinet . 

!! : Yes . 

!! : 

ll : 

H.• . Jr: 

J . !! . Jr : 

l : 

l"ioll l et c e do it thia way Harry. How about quarter ot 
t wo . 

Are you leaving thea -

I'll come to Cabinet early. 

All ri&bt, I ' ll mee t you at quarter of two over at 
lliaay 1 a office . 

Sure, that aave you - I moan running to my office. 

All right Henry. 

How's tba tT 

Fino. 
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H,J! ,Jr: 

R: 

HI 

H. M,Jr: 

H: 

H.M. Jr: 

R: 

H.~ .Jr: 

H: 

H .~! . Jr: 

H: 

B: 

H.II , J r: 

R: 

H. ti, Jr: 

H: 

H.W.Jr: 

B: 

H.II . Jra 

- II • 

What. 

That'• all right. 

And I 1 ll have - 1t it waa U!;Jthi.ng elae but Joan, becauaa -

That 1 a important 1n life. 

Well I aaean she' a eollli.ng t'roaa out of town. 

Why ot couree Henry, 

'l'ha t 1 a the onl.7 t1llll all da;r. 

'l'ha t 1 • - we can do it in ton mi.nut ... 

Well I 1 ll come over to Mieay1a ottice quarter ot an 
hour ahead ot tS..O. All rigbt with ;rou." 

Yea. 

Harr;rt 

Yea. 

While I have you on your phone. 

H'Uhhub. 

What 11 ;rour oatlrato ot th1a tallow McConnell that 
;rou haYe over there. 

Oh he'a all right. He' a all r16bt ror certain thinga. 

\Yell -

But -

Boor wo~e be w1 th 'barga1n1q 
dr1 v1ng alla~ga1n. 

Oh I doubt 1t hi • a up, well 1t depend• on, 1t ;rou 1 re 
talking about an overall aohlllle I don 1 t thilllt eo, 
but it ;rou•re talking about eome epec1al things then 
•)'be ha could do it. 

Well I aean tor 1natanoe I '• continuing thle 
tblnc, aittiDa down and telling one or tbeao 
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K. tl .J r: 

K: 

K . l~ .Jr: 

!!: 

K.M.Jr: 

!!: 

H.!·!.Jr: 

K: 

H . ~~.Jr : 

H: 

H. l4.Jr: 

K: 

H. I(. Jr: 

H: 

H. I!.Jr: 

H: 

!l . l4.Jr: 

H: 
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where to head in and not charging too God dam IIUch 
and eo torth. 

Shall I tell )'Ou that at s quarter ot two. 

Sure. 

Fine. 

What. 

All right. 
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Beoauee the euggeetion waa made. I don 1 t know the 
fellow and I don't know how bue)' he ie o•er there v1th 
)'OU. 

Well I - hell, I mean he 'e bua)', but that's a •err 
i mportant job. 

I juet wanted, I mean it you can -. . 
- borrow h1m. 

You can borrow h1m. 

Well that waa - well he ' • a tough gu)'. 

Well I'm not sure about that. I 1d like to check 
that up a little bit . 

And vben )'OU slt down 8&)'1 l1eten )'OU eo and eo. 

Yeah. 

Vhatt 

That ' s r ight. Let me check that a little bit. 

All right. 

Fine. Fine. 
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Mar 17, 191io. 
12:50 p.m. 
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R. lo! .Jr: Hello. 
sen. Pat 
Harrleon: Henry? 

H.M.Jr : Yes, Pat. 

H: I dropped by your office on the way back, but you were 
t&king your rest. 

H.'1.Jr: That ' s right . 

H: I had a very fine talk with the President, and be 1e 
going to have a tal.lt - be e&1d he bad not been able -
been ec busy on this other aturr, hadn 1 t been able to 
give any consideration to this propoei tion, and I told 
him what I told you, this moming, with reference to 
t he situation, these p eople behind me and eo f orth. 

!! , !! ,Jr : Yea. 

H: And I wanted to lay my plana. 

H. !. Jr : Yea. 

H: 

H. '!. J r: 

H! 

H. '! .J r: 

H: 

H, H. J r: 

H: 

H. !!,Jr: 

And I think be wants to, if it 1 a poaaible, o f course 
he's got to go over to you, he eaid he was goi ng to 
try to get you all toget her right away, you and Danny 
I beli eve. 

Yes. 

Of course I think at thet t i me - Sullivan struck me, 
first tioe I bad met him. 

Oh I didn't knov thet. 

Val l I think probably I bad met hia before but I don't 
know - remember, but anJVBY he e truck me a a a very 
nice f ellow. 

He 1s a nice fellow. He'e an able f ellow t oo. 

Yea. 

Well anrvay t he President will get i n touch with you 
and eo on and get a report on tble stuff to aee 1t 
we could posaibl:r go through January on thie proposit i on. 
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R: 

H.M.Jr: 

R: 

p, ,!{.Jr: 

R: 

P.".Jr: 

t!: 

R.I! . Jr: 
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R: 
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R: 

!l. !.( ,Jr: 

!1: 

II : 

l! .M.Jr: 

H: 

-
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Yee. 

And try to work it out in tba t way. 

I see . 

He's got the pol1t1oAl aspect on this other thing 
the same as I have. 

Right. 
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So I hope t hat you all oan 
eo that we oan meet 
here t ogether in December. 

try t o work that thing out 
be ea1d he 1 e call thea 

Right. 

It he couldn't go, but it'd be better-- it would be 
bad to call the extra seeaion . 

Right. 

You eeet 

I eee. 

But it we could go until February l e t, about financing, 
on t his thing, take care of it because I assured h1a 
that we ' d have the money. 

Yea. 

And I told t he newspaper boys Vhen I went out that I'd 
gone over thia situation with t hem. I ea1d nothing t o 
t hem abou• th i e meeting we bad th1e morning. 

Vell, that ' s a11 right . 

Well , ! vas afraid to in view cf Vhat you said. 

Well, I told Pa Vatson that you people were here. 

Well, I know, but I didn't 
out of th11. 

'1'bat 1 e right. 

you said nothing to come 

8o I d1dn • t say anything t o the newspaper fellow• When 
I oa• out. 
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l! . ·: .J r: 

H: 

H. \Jr: 

:: : 

H. '! . Jr: 

P. : 

~ . 'L.J r: 

H: 
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E. ·· . .:r: 

:v:. J r: 

.. 
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Oh! 

I told the President what I vas going t o tel1 them. 

Oh! 
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That we had discussed this thing and that he was going 
to have you there r i ght away, go i nto it and that we'd 
have to evolve our plana from a study, and the condition 
or the thing, but that we provide the money where we 
could do it, whether the debt l1mit would prevent us 
from doing it in January wt.en we t1rat met here 
or not would depend upon that study. 

Oh when you said - I thought you said you d idn ' t tell 
the President that you'd been to see ne . 

you 
Oh yea , I told h101 I had had a talk v1 tli- and he t old 
me t hat he'd been unable to talk with you because he'd 
been ao on this other stuff. 

I know. 

Said he'd been working up and so forth on the situation. 

\/ell it' a very nice. 

So he aa1d, I thought he said he was going to try to 
get you - you and Danny - well I don ' t know when, 
I know eome - very early. 

1"/ell, that ' s all right. 

Go in t o it. 

And-

But if you possibly can Henry, to vork out those 
figures, why we can do tb1a t hing by January, in 
J anuary would be a whole lot better. 

:tell, 

I 1 m discussing it from t he political a.ngl e of course, 
that 's one or the things, because it's gping to prolong 
t~~n~a here a great deal. 

Yes. 
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H,H,Jr: 

H: 

H.M.Jr: 

!!: 

H.l!.Jr: 

H: 

H.K.Jr: 

!!: 

H.)(,Jr: 

H: 
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And ot oourae I bow tbat :rou don't want to pt on tbe ,. 
teatber edge abollt :rou 1d lUte to hue f1Te bnndred 
a1111on 1D tbe ~eUUJ7 rather thaD a lmDdred anHoa. 

Y ... 

Right. 

But either way, tl'7 to work 1t out 1t you caa on that 
l i nea before 70U talk to him. 

I'll do the beet I can. 

Yea. 

'l'hanlt you. 

Well that 'a about all that happened. 

'rhanlt you. 

.Ul right. Much obl1pd . 

• 
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• a.H.Jr: 

Opt r ator: 

H. M.Jr: 

Jerome 
Frank: 

H.ll. J r: 

r: 

F. . }o:.Jr: 

F: 

H.K. Jr: 

F: 

F' : 

E. !~ .. Jr: 

P: 

P: 

H. !·!. J r: 

Hello. 

J erome Frank. 

Hello. 

Hello Henry. 

Hello. 

lla7 17, l94o • 
5:00 p.m. 
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I just wanted 'to get your views on what you think we 
ought to do about the market. We ' re trying to make 
up our minds, Want to watch it trom minute to m1nute, 
I jus t wndered what your notiona were. 

Well my notion ie the way it' a running now I vou1dn ' t 
do anything. I think 1t 's all r1gtlt. 

Supposing we get word be tore the opening that there' a • 
very heavy selling, buying - aell1ng orders standing 
by and we ' ve got bad war bel(a over night . Would you 
change your views? 

Not the way it's behaved t he last couple ot days. 

You wou1dn ' t. 

No I wouldn't. I think that - yesterday 1t went up , 
today 1 t went down. 

Went pretty bad today. Your vieva, I may say,~to 
be m1ne. 

Well I didn't know. 

But I just wanted to get your reaction. 

llow Jerome, you can reach me, this ia cont1dent1al, 
I'm not telling anybody, but I will be at Beacon 211. 
Beacon, llew York: 

Beacon, New York, 211. 

An~ I • ve got an airplane a tanding by, oome back in tw 
boure, you oan get me on the phone any time as taet 
there aa you can 1n Vaahington. 

Thank you very much. 
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?: 

H. H.Jr: 

r: 
H. !!. Jr : 

F: 

H.~.Jr: 

r: 

H. :: .Jr: 

P: 

H. ~tJr : 

• 
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And ;your Tieva , ;you eq , are the aue. 

Yea. 

, 296 

I 1 m - unleaa the;y were dropping - or no oraer, to drop 
in one or two poi nt• at a time. 

Right. 

I think the market ia taking good care ot iteelt. 

Yea it haa I think. 

llhatt 
• 

I think it has. 

And- eo that's the way I teal Jerr;y. 

All right, I 111 phone ;you then tomorrow perhaps. 

An;y time you phone me day or night I ' m available it 
you vant to talk.to me. 

Bvell, thanks very much. 
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111717, 1940. 

101 Secreta17 lllorgentbau 

1101r llr. SUl.l1 'ftA 

SUBJll:To CoD!....,.,• wit.h tblenecret&!7 Bell, s-tor BarriaGD &Dd 
Congree.., Cooper, - t.be lattar two ba'rillg been reqaa..tacl 
br the Seoret&!7 to -t with Ida this 110m1ng. 

lt the Seoret&!7'a requeat, 11Ddereeeret&!7 Bell presented 
fl.gurea ahowing our eetiatecl borrowinc panr u ot Decellber 31, 1940, 
ll&rcb 1, 1941, and .,_ )0, 1941. Be &leo pree81lted t1curee ehold.D& 
U.. rata ot apencliture UDder t.be propoaed det ..... JII'OII'U &Dd t.be 
relief p1"'gNL s-tor llarri80ft ' Uataq et&rted cl1ao•a1ng the 
bUl to recapture $700,000,000 rr.:. R.r .c. &Dd SUrplua eo-o.uu .. 
and other federal lendiDs agenoile. Be apoke with eo• tHllng ot 
bittarneaa about the b;n>ocria7 ot the dtuation &Dd upreaaed t.be 
J)l't!erence that tbie be poetponed 1mtl.l attar election. Be than adde4 

tllat a put deal or trouble 1!01ll.d aatt aD;T tax PJ'OC1'Ul and that he 
bed hoped it would be poeeible to poetpoM re.ieiJI« t.be debt 11a1\ 1mt1l 

P'e'bruar7 or Jlarch, 1941. 

Cons:reenai> Cooper Mid be felt that it~ be w.i.ee tar 
Congreae to a4journ and l eaw t.be Secret&!7 w1 th ench a narrow .a.l'liA 
aa would confront Ida Gil Deceaber )1, 1940. .lt\er a tllrtlwr c11aouae1GD 
ot Undenecret&!7 Bell'• !ieaJ:'ee, s-tor llarrieca 1Dqu1recl about tbe 
Stabilisation 1"l2nd and upreeaed the feeling that 8&IV' ot the Senata 
felt that this 1"l2nd obould now be ued to a'OOid either oww ta:oe or 
an increue in the debt liait. 1'he Secret&!7 replied that both the 
Preoiclct and b e hod told the pabllo &Dd t.be Congrell tba t th1l .t'aDd 
would not be •ed acept in the taoe ot a Daticaal. _.......,. which do .. 
not 11011 eontroDt u or tor pnrpoaeo ot ret1rinc oar incllbtlc!Dale, -
whleb olrriOWiq oould not be dGDI Wlt11 t.be l!odpt _. bolaDced. Be 
then atatecl that before the Stab1UaaUon hDd _. naed tor aD;T eucb 
purpose u euggNted bJ Senator Jlou'rUon, be would ba,.. to inliot upoa 
a new tax progrea. 

Senator llarrieGD in cG!lDluaion etated that be ._. w1ll1ng to 
work tor either a ,_ tax pNCIM or aa increue in the debt 11a1t pro-
1'1cl1ng the Prelidellt obared rwepoalibill\7 tor ench a -. bat that be 
felt it illperati,.. that we ba,.. a coacerted p1u ot aoUoa. 
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TREASURY DEPARTMENT 

WASHINGTON 

~ lT, ltto. 

In reco.nt to olo~ ocr• •ta uder \bo fl.a_,_ll 
.tot, tho d-1...-te olariiiC tho wek wro u t ollono 

.l olrett ot a oloat.ac eue at llae be• writtea azul 1e IIDdU' 

OODdderetioa 1IJ l'fti...S.C Ott10U'eo • 

Rootbe.toe Prodaoh Corpoz'&tiODo 

.l t1.ret olratt ot • oloat.a& ocr-•t -· bean t0111111 to requ1.ro 

-~·· ... -· _,._ ....... ·~ ~ 
~ .. l...,r. ~ 
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TREASURY DEPARTMENT 

WASHJIIGl'ON 

-17, 19411. 

I(M)RAIIIUI JOB!!! SP:PJWUt 

fte AlleriOAD Bt-*'P rAMI'A, wl11ch aa1le4 tzo. 

... rort April 2~th to~ Rbenlf'•' , bad ca bouod 4,1.80 

al...Ua u.eou. 

'l'llo ~...ahip III COT IliA waunvxc, Dicb aule4 ca 

April 2~ t or llareoUloe, I'Maoo, W ca bouod 808 'bu-­

ralo ot Ml;rtMl.Uto ocmo•trotoo. 

, 
301 
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Secrcto.ry of St~te , 

Waohit\(lton. 

1251 , i.iny 17. 

PLAn' 

London 

Po.tecl Ho.y 17, 1940 

Rec ' d 12:53 p .m. 

FOl: TRE.\SURY FR<il llUTT:::RI'IORTil . 

, 
303 

1 . ThErE 1~ nt111 unconnciouontoo end gloom, ~o 

definecl i n j:H.'.rag>':\ph 2 of my l 218, i.o.y 151 but vt:-y fen 

in the City otru to rto.lizc fuJ.ly l'lbC.t is before. 

2 . The l:'r1tioh Trc~::urr cto.teo in conf1c1.tnce that 

t he ).)utch were o1ow :>n<". c.ppc.rently un1·1illing to burn 

voluc.blc oecur1t1Eo so tru.t moot of the be:!rtr occuritiec 

c ~n probo.bly be obtained b:r Gennany. 

! :-.:lkt<l rtho.t neyu:nid mecnt b' hi: ot~tment th::.t thE 
• 

.>utch Govcrrntnt ho.d promiocd their o.llito ".Ul thE 

rcoourcto of the Dutch Empire to the vtr:r end" , the 

cncrtcr t::.-.o t ha t it <lou'>tlcoo mecnt that l\cyno.ud did not 

!:now hie Dutch. 

3 . With referencE to my No . Gl6 of r.o.rch 11, th£ 

Bo.n!t o:L EnGloncl tocl~y not i fiEd b:-.nko th.:-.t 'the Ntl'l ze~lo.nd 

~uthorit1co hove o.dcltd to the couL'\1 tiono to c;;port 

l~ccnoeo opecifl.td methode of pc.ymmt .lO follotto : 
N£\'1 Zto.l:lnd 
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Ntw Ztaland ~orts to thE a trrlin.:; arn aay bE pa14 

for 1n stErling. Sttrling paymtnt ia &leo allowEd for 

Ntw ZEaland tr.porta to Canada, Ntwtoundland, ArgEnti nE 

and th£ Frtnch Empi rE if tht stErling 1e purch&std trca 

thE rtapEctivt controls; to Swtdtn it paid tram a 

sptcial account ( stt my No , 644 of llareh 14) ; and to 

'1\uiu:y, Italy, Rlnania or Spain it pa1d through tht 

r t sp tctivE clEarinGs• NEw ZEaland Exports to all othcr 

eountrita must bt pa1d tor 1n (a) Unitt~ Statts doll ars• 

to bt surrtndtrtd to tht bank ot Ntw Ztaland or (b) 

stErling ltttErs ot crEdit rtl)1sttrtd with thE Bank ot 

England oall1nC for rt1mburacmcnt in Unittd Statts 

dollars , Swiss francs or NEtherlands East Indita 

guilatra. 

KENNEDY 

MoL 

a 

.. 
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RDS 

Stcrrtary of Sta t£ , 

W"lshl ngton . 

~2 , Way 17, 5 p. m. 

FOR 'tREASURY DEPARTtoEHT. 

GRAY 

lll1an 

! 305 

Ddttd May 17, 1940 

Rt c ' d 2 :15 p. m. 

Todcy 1 s priers as fol1o~a : 191 ; ~29 ; 500; not l i sttd; 

968 ; . 19•1 16GO; 59 ; 212. Volume 112, 600. 

a tCVY SElli ng of f ErS dUE political pEsSi mism drOVE 

pricEs stEadily dor·nwnrd throughout activE stssion . 

SHOU:S 

CSB 

• 
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I ~ 'I CONFIDENTI~ 306 7..--v , 

JT 

Secretary o~ Statt, 

rlaah1nston. 

Hn:y 171 3 p . m. 

SHANGHAI VIA N.R0 

Dated Uay 171 1940 

Rto 1d 3 :05 p . m. 

Rttercnoe e.~ass:yl s llay 13, g a . m. 

tt appears ctrtain that the Acerican Information 

Commit t ee i n stnding message to Stcrctary ot State was 

motivn~cd only b:y a dtsirc to aid in a situati on rt:pre­

scnttd to ita ~onbers as serious. It appears cqual.l:y 

ocrtat n t bat no one i n the corumitttt hnd for an objective 

the dEstroying of the ~change market for his own benefit • 

l.l tnb tra of tb£ committE£ statE that tbt publicit:y given the 

subject in paptrs htrt on »ay 1 waa unintended and that 

the~ do not know how the matter reachEd the local press. 

Beoauae or t he wordi ng of i ta message to ~c Stcrttar:y of 

3tatc the oaaaittte is reluctant to mention an:y namEs, as it 

desires to avoid an:y possiblE • etallation by JapanesE or 

Japanut • sponaortd regimes on i ndividuals> !bilE tht !'ub­

licity i s btlicvcd by somt to bavt been a factor in encourag• 

ing bu:yi ng aotivit:y in :bt Exchansc markEt llay 1, later 

information 1ndicatu thnt it can by no means bt regarded u 
thlt 
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CONFIDENTIAL 
- 2- #- tlay 1 '7 , :5 Pom. 1 from Sha1'18ha1 via NR 

tllE aolt or principal taGtor. 

ThE basis for untasinus was well laid over a p eriod 

ot timE in circ\l!!lstancts \'1£11 !mown to tln marl<et, nam£111 

firstly , h eavy excess of imports over previous thr tt or tour 

~1ontlus causing drain on stabilization fund; secondly, rumors 

~rtvaltnt firs t of A?ril that the control in Song Kong was 

about t o alter t h e stabi lization ratt; thirdly, receipt ot 

ntws on lla:r 1 that the 'tlm1tcrranun was closed by British 

o.uthol•i tit~ to their merchant shipping, thus i nvi ting 

further tl1ght i'rom fap1 into UnitEd Statts dollars tor 

sat'cty; four thly, yublic1ty surrounding and btightentd 

nervousnts3 over b£litvtd 1.mm1ntnct. of launchln:; of a nt'fl 

f lat currency by the Nanldng r c3imEo 

It 1s poi nted out that local per i odicals several timES 

durin.., April had comment td on the stabilization f'luld as 

sharp, wb1lt Pinanct an& Commtroc 11£Ckly app5artd tbt 

o ornlng of liay 1 with the tollow\1\g opening r oarlcs on ita 

pa(lt l' tvitwlng occbang£ and financial carkds tor tht 

\/Ctk tndtd April 2'7 : 

"Tht rq>ort that a mctt inr; or financiers was bEing held 

in llon(; ;tonn kept tht speculators on th£ Shanghai exchangE 

market 1n a atat c of uncertainty last flttl<o The object ot 

tht mttti n,'!, aaaln according to rq> ort , is rtcalltd to 

discuss tht fUture ot tht stabilization tund which, 
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CONFIDENTIAL JOi 

~o:s- 1/" 1 May 171 3 p . m. , .from Shanghai via NR 

said, nEEd not be "rchabili tat cd" • How t h ea t matt crs art 

!mown 1s a mystcry, ard it would bt mtrtly a waste or tim£ 

to endeavor to trace the reports to their aouroe 0 Nor 

woul d it bt of importance i f it oou~ bt stated on the 

highest of.fioial authority that there is not the slightest 

foundation .for th£mf that they wert gucssrs entircJ.y devoid 

of truth0 The important poi nt h tilt t.ff cot \lh!ch the 

rumors , t rue or f alse, have U!)On the tlar!cct. The sptoulators 

last 17£Elt wcrc entirely satisfi ed that the fate o:f' the 

stabi lization f1md1 one way or anoth er , r1as being decided 

in the Crown Colony, with the help of t h£ Vice JJ1n1stcr of 

Financ e or possible high of'tioi al from Chungldrlll" • 

Doctor Paul ~!onroc was quoted in the China prcs3 on 

Apr i l 27, .four days previous to t he appearance of' the pub" 

lioity on the American Committee's activity as revealing 

that h £ was en rout£ t o thE United Statts to urgE q asbing" 

ton to 118Jt£ a loan t o Chuncking , exact n ording of hil s tate" 

mcnt as publ i s h ed bcinc : "Chi nese leaders st£111 confident 

that tht.~• oa:-~ forot Japan t~ I!Ut for p cao£ but admit that 

without a loan to stabilize thtlr Gurrtnoy the nork will 

b £ I!IU()b l'IGrE diffi cult" • 

It should bt note<! t.>tat non£ of thE rcgul.ar local nEWs 

o~cntators on financial matters a ppear to have reach Ed 

any conclusion that the publioi ty eurrounding thE Amtri oan 

COIICiitt££18 

• 
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CONFIDENTIAL 

• 4- II• ldny 17, 3 P.•.m~_. f'ran Shangha.1 via NR 

Committee ' s message had any f1nanc1a1 Effect on thE 

situati on, but FinancE and CommercE in its iss ue of May 

309 

8 oor.unmt td rnthE:r caustioa1ly on the heavy buying ordtre 

placed from Hong Kong Jhr 1 (sec this Consu1atc Gmaa1' e 

tdeG%'81:1 number 402 1 liay 9 1 11 a . m. to thc Dcpartment, 

repeated to ChU!ll;ld~ an·· Peiping today for their informa-

tion) • 

It ahou1d be noted that DP0 lioni'oc ' s comments during 

hio visit here together with the recurrent reports on 

plsnn for poss1b1c early 1.lllplo-~cnt1nt5 of a new llanking 

currency, and on 1oca1 GOld bar purchases to back !t1 

acoountcJ for the conc ern r e1t by the members of the 

AmErican lntorl:llltlon Commi ttEE which ia corJposc<: main1y of 

n iasionari u '17hcrcas the message to the Secretary of 

State was 1ncorr£c\iy ascribEd i n thE press as emanating 

tram representative Ancrican busi ness interests . 

Smt to Chungking rcpeate1 to Ptl ping. 

BUTR.ICK 

OSB 
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IIJD 

Stcrttary of Statt , 

Washington. 

725, llay 17, 6 P• ~. 

FOR THE Tl\EASURY. 

GRAY 

PARIS 

' 3JO 

Dattd llay 17, 1940. 

Rtc 'd. ~:41 p. ~. 

A mtmbtr of my staff has Just calltd on Pearce of 

tht t:a ttonal Ci ty Bank. 'lhe latttr said that the •run• 

on depos i ts mEnt1ontd i n y tsttrday's telEgram baa largely 

subsided. Withdrawals still continue to bt htavitr than 

nor~al howEVEr owing to dE-nda of pErsona leaving Par1a 

f or tht south (tht prtssurE on tht Guaranty baa nlso 

abated today snd fro~ observation it would att~ that thE 

Frtnch banks ar t having thE samt expEriEnce) . 

Aa an i ndication of thE seriousnEss ot tht military 

s1tuntion ycsttrday Ptarct said that thE htada of thE 

Amtrican banks who wert attEnding a meeting nt Morgana 

wtrt ttltphontd by t bt Bank of Franct at Ct~O in tbt 

attcrnoon and 1natr uot td to kEEP thtir ataffa a t tht bank• 

so s a to bt ready to r tmOVt caab. and rtcord.a . 'lht ordEr 

wns countermandEd shortly after 7 and thE statts wtrt 

pErmit t ed to go home. (END SECTION ONE) 

Bou.ITT 

CSB 
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IIJD 

SecrEtary of StatE, 

Washi ngton. 

GRAY 

PARIS 

( 311 

Dotrd llny 17, 1940~ 

Rrc'd• 4:17 p. m. 

725, lla y 17, 6 P• m. (SECTION TWO) 

PrcrcE said tha.t his btmk w· a continuing to Exchangr 

Brl gi an ba nk no t~s for francs a t n r n tt r~ cher bEt t Er 

than that in EffEct bEforE thE lnvoeion. ~o l1~1t. has 

been placed by thE Bank of FrancE on the amount of BEl­

glo.n bo.nk notre which mo.y bE Ex~ho.nged by lndivlducls . 

However , convErsions of LuxEmbourg bo.nkn~ tEa nrE rE­

stricted to 2000 Luxtmbourg frnnos pEr rtrson pEr WEEk 

with mAXimum limit of 5000 per fnm1ly. 'Ita Antwtrp 

bro.ncb of thE Nstiono.l City Bank baa btrn closEd and thr 

sto.ff of thr BrussEls offi cE has bEEn rtducEd by mobili­

zation to 15 persons. Hr understood that tbt No.t1onal 

Bnnk of BElgium has movEd to Osttnd. 

BULLITT • 

CSB 

• 
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Secretary of State , 

Washington. 

GRAY 

Pari a 

Dated ~a7 171 1940 

Rcc t d 5116 P• m. 

725, Ua7 171 6 P• m. (SECTION THREE) 

( 312 

The market was somewhat mort chccrtul today. Rcntts 

showed fractional gains and lossEs except for the 1937 

dollar EXchangE rmtc which ga~td about 2 f!'ancs. 

Certain ba.'1k , chtmic£U and electric shares gained t-.n 

averagE of 5)i. Intcrno.t1onals ·,•ere strong~r , Suez 

gaining 4. 75 an1 Royal Dutch 3 . 35 . 

Deposits in ordinary (private) so.vinGs banks durill8 

the pcriod April 1- 15 totaled 1351 000, 000 francs and 

withdrawo.ls 19 , 000, 000 . SincE June l deposits have 

EXCEEded w1thdrawo.ls by 1 1 223,000, 000 francs . 

A decrEE publishEd 1n today t s JOURNAL OPFICIEL 

nbrosatts the provisions of the decree of November 30 

which restricted thE right of requisition to the Military 

and gr~ts o.ll departments having the power of requisition 

to effect po.ymcnts over and abovE authorized credits . 

AnothEr decrEE directs the Minister of Supplies to· 

purchase 750, 000 quintals ·of t hE 1939 whEat crop and 

authorizes the llinistcr of FinancE to advance 150, 000, 000 

francs for this purpose . (El!D OF lo!ESSAG£) 

BtlLLIT'l' 

JRL 
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TREASURY DEPARTMENT 

TO leoftMrT IIDr.-\lla. 

llr, Ooobru 

' 313 

• STRICTLY CONFIDENTIAL 
lluo~ INTI 4o OI'Uea, c-olor ld ta. lelciu :lallaoq, tolepboal4 • 

at II p,a, I• otato4 that lie la4 '- -1111 to taUt wUh .. tor two or thrll 
4qa b ropr4 to tile IIUIIJoot #If oat~ '-rlou MCIIJ'iUII 1>114 ia 
Bol«SUo tllioh \oplc lie 'llllbrotoo4 'II la4 tal.b4 OYir 'IUh hh lothorluilo 
colloopoa. 

I coldU.4 tbat at tile hcreMr71 o 1'1114,....,• oa -- aJ.&Ilt 'II la4 
oaaeoto4 to tM ll1Aiotor ld tM ~laa4o \Mt ... lot hh llllc1u cou...,.. 
lalow tho oorrlcoo tllioh nr 41p~Uo aD4 co..alar ottlcoro allrM4 ...... wUl­
""' to porfora 1f oar frl1A4o a.-4 it a4rloalllo to oaU lliPO" thla. 

lluoa 4o Ol"'lllea tol4 • that lie 414 aot \h1alt thoro -. tM aoo4 for 
d.,t.....,Uoa of -lUll aa4 ~UicaUoa tMl'lot 1a Jolci•, oorta1JolT Mt 
to tho oztont ta.t tho ""' J11Pt arho 1a tho lothlrlall4o, lo •• .,.... 
tbero '111'1 ao ~tut hol41ac oollpUJ.oo -h ao thooo oriJllll•Uou 
at hahriloa, lo th01!Cilt that tho .. hlciuo 'llbo 4o o• .U.rlou o1011Z'1t1oo 
aro olrea4T hol41ac thea outo14o of hlcl•, polaoipal}T 1a low fork, 

In ana'llr to hh ~. I tol4 IWI thot ' 'll la4 reol1wo4 ao '101'4 to tM 
oftoct tbat tho lothorlu4o authorlUII ba4 11arlll4 '-riou 11011Z'lt111. I 
loU. hla thAt 1f hlo :lahAoq 41oo14o4 \bat oar oorwiooo at.pt H 'Uihl, hi 
aboul4 lit lither llr. Jorlo or .. bow, aD4 u II'FOJII'lah oalll......, 'I01ll4 111 
atat to our l'lprl-t&UWII ill Jolci-. 1f 0 aloatioa 001ll4 111 onul11M4. 
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,.anAL PABUIIIU.IJ: OP fiiii!!H!A • .U:CJ:UD 

no•: "-loaa .:....7 , lel'l.1Ja. 

DUJ:I llq 1'7, 1140, 5 p.a. 

If() • I J.a85. 

Ill' .o. 1SU, llq 16, 1100a. 

314 

J'OR 'l'UlSUJa nox JID!B UD .t.L50 J'OR !HI: IIIJ'ORJIA'riO. 

OF THE DEP.AR!IIIII'r. 

'l'he Balch 1 • ebor\-bra debt ( llwlli.41D& tex o•rt1t1-

oat .. outetu.41.116) 1Aoreae•4 d.l.II'1JIC Pebraar)' b7 lot85 

~ll1oD IIA11te t.o a t.otal. ot 88,01511 111ll1oa .an:e. 'rba 

Pebruar7 1aorea•• 1• a larS•r ..out t.ball borrowd. oa 

ehort bra 1A aD)' ot t.be preoed.1JIC tbree ••Ut.a 1D wbich 

the lAONa••• a't'erqed. 1,460 111.ll1oD Mft:e a 80Dth. Ia 

Septe~er aDd Ootober the 1aorea••• 1D ehort-tera debt 

ftN 1,'76! aDd l.,tll a1l.l.1oD Mft:e, reepeot1'f'el7. ~· 

tor t.he uoreue 1D l.oJ16-Wra cleblt.e are et1ll aot aftll­

able but. ••..,•'116 that. ap;ro:n-t.el.7 the eaa• _., u 

1A \he preoe41.116 three ••th• wae borz_.4, the 1DOreaee 

1a total. debt aDr1116 relmaar7 aaouted. to at. leut. 8 

b1ll1oD aae wbia 1e wll. 1D •»••• ot the &IIOII.Ilte 

borrowed. 1a »eoellber aDd. .T..-.r7o 

'lhe eat.lre tAereue 1D llhort-t.e:ra debt cJar1116 

PebNaJ07 wa• 1D t.he to:ra of treaelll'l' b1lle aDd oert1t1eatee 

of wbloh 8,1.08 a1ll1oa ..r.k• .ore were out.etea4 'DS oa 

Pebruar7 at thaa u 3--...:z7 lD.. !hle, 1.D01deat.al.l.7, 1e 

the reoor4 1a eaJ.•• of euch llhort.-te:ra paper, ..... prniov.• 

h1&)llla'f'111C be• 1, '711 wnltoa Ml'b 1a Jlo.,.-er. Dal'l.IC 
..... 

• 
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u.a t1ro\ .au of \lie .. a.. U. pwea a\ ~ouo& 

- l&l'a ... - • ~ ~ t.11aa a\ P"••' a ooao'&­

valllo porUoa -. 1a U. f- of t.u o...Ufloa\a1. AU 

other U•• 1JI Ulo ohol'\·\- bb\ •'-'-••t for ra'llftal7 

lllow ut 4H .... o.. !be oz\ea\ w wiUIIl tho lo'f- ' 

drew oa 1\1 oporaUJIS orecU.\ at tJao ao11!ui'lluk c!lozoe ... a 

b7 238 aUUoa Dll'ko \o 40' aUl1oa Dll'kl. !110 'fU7 ..U 

1tou 1a tho 1\a\aoa\ 11hor\-tora 1-• aacl 1\ro&AJ7 
• • 

oort1f1oato• for tho parpooo of ~\001' cloo .... ocl 

b7 • 5 aacl ·• IIUlloa aaru nopH1o1n~ \be _., of 

an tlaoaau.ac p1aa t.u 08i't1t1oatoo Ollhtaaii111C ._.a 

cllaroaoocl b7 178 aUlloa Dll'kl •• ooapanct with 1,311 

.U.Uoa -.zoko 1JI Dooollllor aac1 1'13 alll1oa ll&fto 1JI 

.TaJID&I7. 'fb8 c1oonao01 1D tax oorUt1oa\oo Ollto\--''nl 

ban 'HOD oahe1~ 1a tb8 1\Jpe oao• o1&111t1oaUoa 

l1uo tb8 oP..• w1U •' Mooao .,,l,.•lo tor IIQMd 

of taxi• for tw ~· 

'fU fa1laro of a\ loan \h1o part of tJao -

tt V"OO plaa whioll -. t Mapratocl a .,_ ... 11 1a= 

41oa\a4 Olear~ 111 u. pea\ _, of t.rpo 1 oiii'Uf1la\oo 

aoocl ·~0.; ~~-~~ ~· d, wiu. i. •'rot haU . 
• 

tb8 _., ell&l'lllo. ..f ... \o - 7 ooq' 1 •· IDe of 

llaroh 1115, lHO, 1 p.a. , 1a o-ouoa nth t.bl fon&oiJII 

ooat-o. ~ 1 taz O...Ut1oa\oo -. obanlltiii'Uocl a\ 

\be u.o ll7 ftato 8o8i"'Woo7 .., ......... ,...,... *1M -u 
M .)8, • .,,. ,_ ... ,c·a, la u ... u \MU Jte'' a ._.. 

• 
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Secretary of State, 

Woshington. , 

5231 seventeenth, 

PROU CO:liiERCIAL ATTACEE , 

PLAIN 

STOCIGlOLM 

316 11626 

DatEd !lay 171 1940 

Rto 1d (3 : 40 P ot.\o 

Co~croial banks April tr3nsacti ons Millions crowns 

dtpoftitS dEclined by 138 point 5 to . ·~252 point 4 uhilt 

lo~ns dcol1ntd 17 conpar cd incr•nsc 60 April last year 

1 tavl.n(l outstandi ng 1949, Estonia notifi Ed Sweden cancella­

tion June 15 cl mring agrc oncnt of 1935, Ri ksbank f or Eign 

exchange res crve llay 10 i n millions crowns 429 poi nt 3 

metallic reserve 764 point 3 domestic loo.ns 994 point 4 

government deposits 189 cocmercial banks deposits i n 

Ri~baruc 59 point 5, Protested billa April 4476 value 

2 point 5 million qoopared 2315 value one point 25 million 

yEar ago. Sutdish army aut hori t i es request government adopt 

imr.ltdiately c:f':f'cctivt measures i nercaae doJ:~utic produc t i on 

motor alcohol . In million ororrna April i mpor ts 238 

exports 104 point 4. 

Illl'ORM COIDlERC E, 

STERLING 

PEG 

• 
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T REASURY DEPARTMENT 

W.wHIHCi'I'ON 

llq u , lMO. 

ypmwax• M m 'FPT•= 
ft .... bu ""• 110 afton _.,_. \ o -~ , .. _. oa 

IWlaa MrObaa\ alll.,., plaH4 l a LoD4oa, aD4 Hph" tUa 

,......,.. la aa .a..n .... ..nn. 

Jlot ....... tl.,.,... oea\ or IWlu _........, at•pU. 

l U\IJ'&Aoa la MJ'rle4 1a tlla .-.noaa ...t:a\. 

Polloi ........ UJ;f la t oroa ... , l'Wl \o u\vti;r. 

317 

. .. . ~ ....... - ...... '"'. 
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WAR DIEPAitTMI:NT 
OFFICE OP' THE CHII:P' OP' nAI'P' 

WASHlNGTOH. D. C:. 

rq 18, 1940. 

SU.bjact1 llele&H ot P-36 tJpe J.irpl.oDea, -
1a Hr't'ioa, to the Br'itioh Gotex....,t. 

C5 ArM 1p Coat' ,.tal Nttd sttHea 

1hare are l.6o pur IIIli t plaaeo oat of a total ot 400 
ot thia puaral tJpe r.qu1red f• the equi~t of 18 aqaadrou, 
leafl.Dc a ~ ot 240 pl..-, 

1hare are 26o pilote on clut)- rlth thea• 16o planaa, 
or apprD>daataq tao pilot. tor each a1rplt.DI now ua1l.abla tor 
their t.n.1111ac, ~ .. 18 oquadr01111 &H llhort 140 pilota, who rlll 
report duriq the D&rl two IIODtba . 

'1'be tactical t.n.1a1ac of thaoa purlllit oquadrOIIII 1a 
tharetore al.read;r Mri<IIWT llaapenld 'bJ' the laolt ot plaaea. 

1tteot ot rV•r'e• 1QO r-16 Pyra1t n·r• to tb! 
.. it.i.th Got!J , • 

.lpp-GX1.Mtaq 100 et theN plaaea caou.ld be tn.Daportad 
011 the &ftl"qe Britbh a1rcratt. oarric. u thet .............. ...­
leaaad todq1 W -u beft the aitnatioD of 0DJ.:r 6o pl&MI &'fail­
able tor the tacticd. ~ and tn.1a1q of 26o pilot., -
to be 1-..d to 400. 'l'll1a ait•tioD woulAI,ia attaot, be 1•­

u.,. aiaoa the 100 pl&D<oa :Nl......S could Dot be re~ tetGN 
S.ptaaber, wb.1le the pilot. -.r oar .l1r Corpe a...-tauon rlll 
be otaaA1J7 s-aiac· 

l!r. BrW• 
~ Du.tJer of plADeo to be raleaaad ~ pr<>ri.cs. 

rapla-nta tor tao or three 4ql ot the curraDt t;rpe ot acUoD , 
aooordJ.IIc to reports ,. are ,..,. ~.,.,.. n .-14 Ht baolt _. 
dlftlOPMDt ot ~t aqudroM t. W. tna ot jll..liM 1a the COD­
U...ta11b>itad State• troa toar to a1x -the. 

coNFIDENTIAl 
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coNFJDdt 

I !law -"MNd \be poNiliU.1Q' ot _. ""'F'BI 
p]ADeo a"" 1m4.- ..t&otan ffllr 'A!tJnd aed rz.-, 11bJ.o11 ..U 

'oe alinn4 to u 111 llll.T aed A"'''ft, aed I f1ed tbat tba .. 
pJADea are .. t 1IP f• lriu.lo aed "-ool -.to, ritb olMtrleal 

1aotolloU..... 41tter1ooc rr- ............. tkNt\la -~ • ..a 
illala t boud ~1c1ec - .n of tMa 111 ~. Io otbor 

wordo, it -u prHUl;r nqe1N '-o • tbroo -.til& W ...utT 
tba .. plaeaa f• ...,. ,.., u4 tb1a -u ..., a tartbor accra-u. 
ot tba d1l to 1lbJ.oll I loa'fl alreod;r rot--s; 

~ tba 'eOC"taiatiaa ot tho ait.aU. 111 tho 

'flriou llaplbli.oo ot tho Wonera ~ aed tho 1ot.1aata ~ 

tillll ot all of tho .. -t.ria• w tho af- ot tho l'Uiaa OoMJ., 

I ropoet to tall :r- tbat I do aot tii1Ak .. OOA offar<l w lll'laU 

OOIHel'flo to tho clalq u4 e• ; 11 ioftl...a 1e wa.od&U., 

tho Br1Uob Qo;a: t 111 tb1a ~ -· 

• ... 

-2-
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~ ~ ...... ... . - .. . .. 

TREASURY DEPARTMENT 

INTIEJt.OP'?JCIE COMMUNICATION 

DAft llq 18, 1940 

TO 11r. lihUe 

"''"' 
Sllbjeet: Int'orMtion read.U;r aftllablo relatins to the United Statee 

.S~e.~ . l'.roducte ~ and the Den Mlc1ng the report on the 
Braa111an i!'on project 

1. 'l'he Unit.d St&tet Stt!l Procl!!g\1 cs-ronr• 1h11 c_,- 1t a 
subsidiu;r o! the Unit.ecl Statae Steel CO!'pOJ'&tion and aott aa diiOtrlbl>­

tcr for export of all prccluota or the lll&m1t&ct.uring aubeidiarie• or 
t he Unitad Statee Steel Corporation, It •1ntains branch o!!ices , 
representativet and correeponden\1 1n III&IIT tore~ ocuntrleo. 

The o!ticere and dir.ctort o! the c_,- aret 

President: 
v, P. (Finance), 
v. P. (Saleo)t 
v. P. (Operator•) • 
See. and 'l'reae. t 

Direetorat 

o.ors• •. 1to1t 
Theus J . D:l.gan 
11, S. llorriecn 
Arthur C. llundle 
a. r. 11ra;r 

-

)0 Church Streat, N, !. C, 
• • 
• • 
• • 
• • 

Ceor&• • • 1Jolt 
Thcmu J. D:l.pn 
Arthur C, llundle 
R. II. Field 
Nicholaa f, Roche 

66~ West 246th Street, li, I. c. 
Oranview Pleoe, North Coldwell, II, J , 

2. The - .en who 11pd t1>e report a&de to t1>e Unit.ecl stat .. 

Steel Prcc!uota Ceo::pan;r concerniJI& th.e Braill!an project &ret 

a-n Orwww4 
G. E, Diehl 
J, Fi-..hl.er 
R. I . llanler 
.LB. Jluwll 
C, D. liJ>C 
H. 1!:. Parker 

llr. Hnan Gree...,od apparently is or bas been the Braa1l1an ~ 
>Ontatin ot the United State• Steel Product& eo..pan.y, 
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llr. c. D. IC1ng 1e the onl;r OM or tbeae Mil who 1a a ..Mr or 
Ule Allerican lllati tute of ll1n1llg and Ketellurgical BrlgineeriJic. In 
Ule clireeto%')' or t.b1a -..oiet,. he 1a Uate4 ... Mtell'Cil"gi.at tor the 
United States Steel Corporation and his addreaa 1a gi•m aa 
4)6 - SeYenth .lftDUe, Pittsburab. 

The 19.37 edition or !bo' t Rio in Enginetring (the latest edition 
releued) liata a llr. Ouy E. Diehl who uy be tbe o . E. Diehl 111 
question. Thia llr. OUJ< E. Diehl 1a Vice Prooident and Oeneral llinins 
'llg111eer tor the Ol.inr Iron C<loopan;f, Duluth, liimoeaota. His address 
1s ~ Toob1n Bujldlng, Duluth, and be baa been with the Ollnr 
111n1ng Ccap.....,. tr<s 1902 throuch 19.37 - the ,.ear or the publication 
or the Who'• Tho 111 ~rine· !!o other one or theae a&Yen men 
wu listed in this publication. 

I t ia possible that some ot these ae•en are geologists or trana­
port.atio.n QP&rta l.Mtead or engineers .. auch. 

- . . . .. . . . ... 

• • Regraded Uclassified



• This 1a tbe giat ot a telephone COIIver .. tioD 

w~cb I transcribed tor llr. llorsenthau wben I *• 320 
:f>tbe tara on Sat 'lll'dq. 

*7 20,~ • 

• 

• 
• .;·. 

' 

• 
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UtJ>bol'" coonrNUca hoa tar., Sat......s..T, Mq 18th, bet- Saoretar)- lor...,tbau· 

General llorlbal.ll 

Secrot&r7• Ia th1a Oeueral lloraballt Tho reoaon I aa eo.l.Ung you 1a th11 • 

Yoatorda,y at Cabinet t be Pnoldont inotruet.e4 Mr. lloodrins t hat 

be did not want throe or tour .. otinga eoinc on on llotlda,y in 

tbe Aviation Industry and be wanted tbe • •t1nga to talre place 

in tbe Treasury. ire you taalliu with that? Laat night, 

th1a 1a tor you, aod ott tbe record, baiatant Sacrotar)- 1obn­

Galled • and protested. Two llinutoa lator General .t.roold called 

an~ otart.e4 to argue wit h • · I aa Ylry 11111:b annoyed. I cannot 

arcue with Geoenl Arool4 and tbe War Depart•nt. lbo 1a Geoaral 

Arnold to protest an order ot tbe Proald.ent? Fraokly, be doublo­

croaaed the Prcaldan t and 110. I want to explain that I want to 

got a1rplanoa and engines tor tho Arrq dun quick. This ia what 

I baTe alroady been o.blo to do. I have sot ton llrigbt and ••••• 

to acre• to patent an,ytbing we want. AI you bow, I baTO ubd 

Co.ptoin Brott to - t • to.orrow aod tly b!<elt 11'hh • •to 

llubincton· You haTO contldonee in Ge~~Mal Brott •bon 1t co• • 

to tbe and ot proeurooont! I lito Brott and L:roaa wbo worta 

wit h bJ..a. You are eo-ins to 1(1 ott1ce oil llonda,yf !t that t iM 

can you brine with you tho lia t ot tho people Genonl Arnold 

hu 1D'fited and we can eo ovar it. I don ' t know wbo be hu 

1Dvit.e4. Couldn't General .Brott brine it up wit h h1o on 

Suodoy1 You will toke care ot Arooldf Tht.J1k you oo IOUCh. 

P.ll. 

Regraded Uclassified



322 

COIJ'1Dill'lUL 
KaT 19, 1940 

!o1 The S.crotar7 

J'rom: Kr. ToliJIC 

Kr. H1nclcle7 ctll1ocl. • Sat~ ~:~or.Uac concoruiJil: a 

llot of pr1Yat117 owecl. plalloo to be macl.o liP tor Kr. Punh. 

l!To!l :q conTu .. tion vlth Kr. Htnclclo7, 1 p therocl. that he 

vao not ftf"7 cloAI' "" to """"tly what Y.r. Punio wiahecl.. 

Ho OU&SOotecl. that he 11ncl. Kr. J:or.....,, hlo Director of 

Statlotlco, to :tq offlco with .. COPT or tho llot or clTll 

Aircraft COIIj)llOcl. b7 tho Aeronantlcfll Clwobor or Co-cO 

ln order that 1 a lcbt look i t OTor before coomunlcatlas 

vi th Kr. ~11. I abo .. keel. llr. Ballant71>0 to bo pro10nt 

at the oa. ti•. 
Arter a cl.loauoalon with Mooora. »ellant7Jlo AD4 J:oraan, 

1 ctlllocl. Mr. PuJoTio on tho tolephcllo to till hla -t WU 

fllroacl.7 aTallable ancl. that tbo ClTll Aeronautlco athorlt7 

wculcl. coop..-ato 111 M7 "117 tbo7 could. 

It wao an~ thAt Mr. Ballallt,.,.. 10ncl. Mr. PnrTh 

thot a!ternooft tho l1ot COliiPlltd b7 tho .Urollautlcal Clwlb..­

ot eo....... llbe ro~n. Mr. PuJoTil aDcl. ColODol .Jacquin 

wculcl. loolr: over t bio aatorlfll &4 4oc1do ouetlT ..,.t aort 

ot a detailed Uot tho7 wiohocl. to han COIIj)llecl.. .U rq 

•uuooUon, Mr, ~~ euoocl. to .. nc1. a aan down tho tint 

or tho wok t o work 41roctl7 with ClTll .Urollautioo on 

t l>io aattor. 

1 called Mr. Hlnolcl•7 back ancl. n:plalMd tho prograa. 

He wu Ta-T ploaoecl. at the arraase•ato ..,lch hac!. been aado. 

Both M ....... H1nclcl•7 ancl. r onan could ... t h&TO boon ..... 

cooperative or .oro OAXiauo to help. 

~-
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BSK 

Storttary of Stat£, 

Washington. 

375, Kay 18, 9 a . m. 

GRAY 

RCIIII 

Dnttd M&y 18, 1940 

Rto 1d 610~ a . m. 

Tb£ magnitudE of EXCEptional t:<ptndlturE,!. by tht 

Italian Govtr:lll1tnt incurrtd prtdomlnantly tor mllltary 

~E88 is rtfltottd in yestErday's statemEnt btforE 

thE Italian SEnate by the Fi nancE Ministtr 1n connection 

with tht 1939- 40 budgEt that txptndituru including 

ordinary and cxotyt1onal will rtaoh an amount now cat1mattd 

at 56, 140 million 11r£ against ordinary rtvtnuca utimattd 

at 29, 740 million. The original budgtt oalltd tor tx­

ptndlturts of 29, 316 million. Thus whflt the 1939-40 

budget whm preparEd lnvolvtd a dd'icit initially cstlmattd 

at 4
1
756 million lire the deficit now cnvlsagcd is ovtr 

26 b1111on lire comparEd with a dEficit of 12, 228 million 

tor 1938-39. 
The 14in1atcr dtolartd that prutnt banknOtE circula-

tion rtprtatntEd a 3~ increasE tram 19~5 wblch· hE aald 

waa not a cauat tor preoccupation taptcially 1n viEW of 

dEValuation in 1936 and of thE tact that national 1ncomt 

had lncrcaatd troa 80 bllllon llrt ln 1935 to about 115 

billion at prtamt, an lncrcuc of alaOat 64$. 
PHILLIPS 
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TREASURY DEPARTMENT 

INTER.OFACE COMMUNICATION 

OATK Mar 18, 1~ 

TO STRICTLY CONFIDENTIAL , .. ,.. llr.Coahraa 

l.t 9 o'cloolt thio aornlD& Lero7-~1w, J1Dano1al Coll.Doolor ot tbo 
FrODch .E:Ilbaoq, telephoned. .. froa ••• York. 

He otatod. that PleT.., bad. co-..1cated. t o hanoo t boo d.oclo1011 11hl.cll 
bo4 1>1011 talten 1>7 U8 with re.pect to a .. ht1J>& tho lflthorl&D4o OoT ........ t 
thr~ conrular auth1Dt1e&t10D of cert1f1eateo of d.ootl"'CUoa of I.Mr1C&Il 
otc\U'Itho. Loro7-li..Ullll bat now reeelnd. a cable- troa h1o OoYonmet, 
• parapbl'a ood. t raaalat1on of 11h1cll 1o ao followoa 

"'xtenoion of 0....... oc-Uon t o aroao wbere MC~~T1Ueo 

u e held. .Uo U ur-t to taU aea111reo to prn'll1t ••l llllc 
on the 'CJIIl.hd. Stat .. aarlcet of otocko that al&l>t p t into the 
hondo o! tboo 111~. ..,...,. n th -tent •thor1Ueo 
pooo11>111t7 of ezoro1o1DC coatrol of eatr7 .ad. ouperTioioa of 
oale 1>7 pro!ooaioaal 1ahraed.iar1eo of the otooko 11h1cll could. 

co111 <11.,. I.Mricaa aarklt in OP1tl ot tbo l>looii:IM. 0 

In 1Jplaia1D& to Loro7-~1n., ainoe he d.id. not ha'fl a coorpletel7 
accurate ltnowll~ ot wh&t w had. doae, I r&&d. t o hiJI C&l>lecru 186, ad.d:teaoed 
b7 the State lleparta ... t ud.or cl&tl ot 1 a ,a. ~ 13 t o !he Bacu· LeroJ"' 
Booulieu aokl4 offlo1all7 tbat w o•d. a ol.all&r tel ecru at onoe to the 
.\eorica.n llllbaoa7 ill l'arh. Be will Wora hio <loY-t that ouch a ••­
h be1DC tranaaitt ed. .ad will altrloe that the Jrii>Ch Oo~ pt ill ~oiiCh 
dt!:. tl!e bhooq, 

I aokld. Lorr07-JI&IIlln. 1t w wre t o illtorpret h11 n q»aot a& req'llirlD& 
thh acUoa alone oa our part, I r.-iad.od. h1a that w han a fn•alD& qat­
ill operoUoo wUh r aapeot to Jlalcl• &B4 tbo .. t harl&nd.o. lie ot&tad. tbot boo 
•• not roquA~tUDC &A7 UlpootUon 'b7 ua of tbl fra .. lD& qot•, 

lhon t ho 111crat&r7 IPOII:& with ao 1>7 tall]lho,.. at 9•10 a ,a., J'clot after 
I hod finlobood. Jq OOIIYire&Uoa with Loro7-_,1n., I -tl-4 thio l'llliJaot, 
and tolcl tho horat~r7 I ,..u14 t&kl the •tUor 'liP at OIICI with llr. lieU, 

I d.iocuooed. thio •Uar with lllld.lr lllcrat&r7 lieU at 9allo, Ill acned. 
that tho State ~aeat ohould. be aokld. to ..,., a ool>l apwa t o l'arb ol.all&r 
to that d.iOP&tcllad. to OQJ' LopUon at !he ll&cll•· 
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RDS 

Secretary of State, 

Washington , 

34, lby 10, 3 p .m. 

GRAY 

Milan 

Dnted Hny 18, 1940 

Rec 1 d 10:33 n ,m, 

follows: 190; 330 , 75; 504. 51•; not lis t ed ; 975 ; 195 ; 

1605 ; 59, 50; 219 . Volume 136, 425, 

H:.rkct firmer :me! ~.r civg . Prices 1rrcgulcr . 

S:'!OLES 

PEG 

.. 
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JT 

Secret ary of State, 

1\'nshington. 

738, uay 18, 2 p. m. 

PO!\ THE TP. E.<lSlJRY 

CIR.'.Y 

P • .RIS 

Dated Uay 181 1940 

Rto 1d ll a . m., 

The banl:a c ont inuEd to bE qui t E ac tivE t:lis mornin.:; as 

a constqucnct of t he considerable vol um e or Belgian banknotcs 

bEinG converted by rttu3EEs and the d onanda of dEpositors 

l tavin(l Parts . BarrEtt oi: t h E Cuo.rant y Trust informEd a 

ll1El1lb tr or my starr that tht "run" on dtposi ts although sub­

stantial was not nearly as hEavy aa on Thursday (Carter or 

;:or Gan r..nd Company cxprtss t d t hE s at.l t vi EW) o 

Sar r Et t said that t h E Bank or FrancE has instructed all 

ban'ca t o stay optn tbi~ aft£rnoon anG to hold t h Eir staffs 

iil ru.dinus tor any • tacrg rncy" 0 They art to b£ adv!.std 

t~!.s afternoon whtth oo t~E1 17111 be requirEd to b t optn tomor-. 

ro\l . 

• ( EliD SEC'l'ION ONE) 

BULLITT 

CSB 
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RDS 

Paria 

l>a ted l.lay 18, 19~0 

Rco ' d 10 :53 a , m, 

730, tlay 13 , 2 , ,m, 

( SECTin~ '1:.0 ) !'lueft, nho JQVt t:lt butl'uction 

teo Earrrtt , said t n.::t thr s HUAtion tlo.s sli:;htly more 

!'o.vorable thnn mrli!:r in tbt mornin.:; . 

'Zy t:l£ terns o!' a decree !)l.tbl1si:ccl in to<l.ay' s 

Journc.l Official tllr :<ovrrnmcnt ie autl1orhcd t o Ei'f'cct 

until J\~nt 10 dis bursc;:ents !'or the assistance of rc!'U-

gees i n CXCEOS of thE OUOO allot ted for thio pur~oee 

in t~c 19<.0 budget "3, 700, 000, 000 franco . " 

.. ~no.tll!:r_. <lccr.~.~ w.o'{!dco for ~£ erection or ::: 

';•rritori:::l G'l" rd ZJOl::!tnh:.t nimil:-.r to tbat nc"' bEing 

oct up in G-:"EC.t Brit::>.i n . "he !3'J.".rd 17'.11 be rccru:!.trd 

from rroc;:-viots end othc~ n.".lto not o"bj~ct t o mobilizo.-

tion or not yet !:lo-::>il1zcd n;to c.rc c.t lrc ot 16 yEe.ro of 

C\3E o ~~E forcE nill b£ cr~1£d o.nc'. 1o l.ntrndtr\ to ~.rd 

the ootmtryoi dE c .:;cinot 'X'.r~.ohutc t roo!)O . ( E?:O OF 

hE'laA• E) 

• 
Regraded Uclassified



A: ·rmxc,xa Ei.IBASSY 

P.\RIS 

R!JSJI . 404 

• 
iiay 18, 1940 

3 p.m. 

T"ac l?inano ial A t taohc to t he Fl•ench Embassy has informEd 

the ~cosury t t.at ~s Government 1a oonsidcring advising its 

natiQnals to ucstroy :.acrican scour!tics in their possession 

wh cr c t ;; cr c 1 s t'.ang cr that such s Eour1tl. ES might be lost or 

c aptured . In such oases thE ~enol\ Government tt!.ll . probabl!' 

ndvis c t!tE ooncrs to aooot:pli ah t h e dcotruot1on i n t h e 

prco cnc c of a1; a ppropriate notnry or judicial offlc tr and 

nlso c responsible official or n bnnlr, pref erably one :thos s: 

sl.Bt'lll t urc is on f ile uith thE :::>cdcrnl Rcccrve Bank of 

:JE'f/ ~:orlc. It !II further intended t o hnve the Ol71ltr nnd 

thco c -::~ tncs :: zs ocrt:.ty to t h£ SEcuri ties oo d estroyed, 

1dcntif;ing t~ca C?~ropri::tcly, nn~ to request out h cntion­

tion of t~c •i~naturc of the r ovtrngcnt offic£1' bJ a consul 

o: t!l£ :Jnitcd states, at'tcr T7hioh such ccrtiticntts of 

ll.EOtructior. ::oul.d b e left nith t he consul t o 'be toruardcd 

to t!l£ u nited St::tc:: by pouoh o 
consnls 
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(i 4.011 i:a;r 1 8 1 1!'4('1, .. i' oU. 1 to l'nrlo 

Consuls orL nutn-,J-iZ!:'! '·o :'~,. £:.7: ouch ottCificatEs 

rnd ~ o o.ut'l tntlnatt t~E st~ru.tu.r~u o.t' upJ;ropr1.1t.: vovErnm£nt 

o!"t1o1o.ls who have <11tncoocd ouch dto::ruotlor. , l n caoto .,r 

~nportanoe and l f ol r:nunotanrn :s t)El'l\'lt tbc:r ruay·, l.f rE•JUtottt' 

' h tnEaiJ ouoh dtot l•uo tl.on a nt\ otah thnt rao~ in ~h l dooumct . 

'.'hE ~' ma y alo.o tr'l'.l:ml.t such ocrtil:'ioCltto by :>ouob . If rt­

qat r. ttd EXEcutE i n tripl1c.ltt rtt'll.nl.ns onE c opy, givins one 

~o~y to 1nt~cot-~ ~rty ~~ for~~~lnu ori J!nal to Dcpart­

J:IItllt. , 'l'hcy ohou.Ld .>Oi :It out tl,a t: .. ~tn'.1'1'lt1 or. on<i trar.o-

rnl s :.l O• l or 81\0h 0. d .:>Cl.U.:nt dov. .. not OO'l~'Ci tou tc .on -.&JuranOE 

t!l~t t 1u: C".totr oyEd L cc:u-i ti co u1:.1 b r , .. q,>lo.o~d, bu& o!lly 

cr~"· t•a clc cu ou ntar y nrl.d~nct ul•~oh rnlght li t or· asJi•tano<: 

in COQ E 1' r r;lO.OC.•H:n>; is l a tEl' IIOUg;lto '1'1-\ty ollou1d alco :nnlC£ 

lt ol t ur thClt tthil t r:vtr;: oort 1:i l'l ~t t al,cn t o t ns".l'< the 

~::~.('·; tr~mu:·tl .;J ion ·md ouotody or ouoh czrt:l fica tee thl 

Unt~ :<1 '3tntta Gov£r!'lllltnt ond itll ot:l.cr:ru a00£1lt no 

r t1"?r,no1 bill. ty 1n t l'·.t c onn to i:l.on. 

R~~Eat forrgo1~ to Corouls , 

J'.:1t .•1.o:!n f.'l•E Ez ln.:; sy:~t.c:-• ·.tou1d !lot b £ Eff Ect1vz to 

bloc~ t1·w1~ftr or s ol e oz b tor c•· obl: s c.tions or ocrtH'iootu, 

c o OliO I) n Ecuri t~. Ea W.sJ,1t n p!lE ar 1n o~hu- tL'Il'k 'ta. 

HULL 

(M B) 
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RDS 

Secretary of State , 

r1ash i113ton. 

746, ~y 18, 6 p .n . 

ORAY 

Pari a 

Dated Uay 10, 1940 

Rco ' d 6:23p. m. 

~'".u.c 3ank of 1"::-t:.nce l>..as just au thor1zed the bllllks 

to close for the clay and let tbl: 1r ataf.'fa 30 home. 

Ptll.rcc of the l~o.tional City Elan!c ":lho tclephoneci ti1ia 

1t'l!'orno.t1on a~ici t::S.t ~ ilanlra ha.vc bun instructed 

to l'C<:W.in open tomorrov1 in ordcr t l». t refugEEs rNJ.Y 

convn•t ~cir Bel,s i an 'banknotca into franca and so 

~t pcrsons ~vi~ safe deposit bo~e• may have access 

to th.£;·: ····No-··of.llir -bari::in,i··o..,i:rations riuf"b'e tirana­

acted. Pca::-ce O£ntio!lEC:. that fc-:r n!..t:ldranals bad tc!:rn 

-plc.cc this o.f\;ernr,on. =e fclt t'1.?.t t:-,c absence of 

ocy ins'.;ructions :•c:;aro!ng o. -,osn1blt removal of 

bon!c1n3 rccore.a indic:.';r.d that t:~c military situation 

~10.7 have :U~p:-ovt'' sliGhtly. 

• 
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TREASURY DEPARTMENT 

INTER.OFFlCE COMMUNICATION 

DAT& W., lS, 1~ 

fD 

STRICTLY CONFIDENTIAL 
"'"" 

llr, Cochran 

'll.\h lleooro, Jolo7 azul Bernoteln 111 117 ottlco I Ulepbcne4 the Stato D.­
partment , atur 4hcuu1DC with llr, Bell tho -radua of 117 eo11nroaUoD with 
Lero;""l! .. ulleu. I •• UD&hle to reach .A.uht&Dt s.crotar7 Berle dDCe be b&4 
... Aabelle4or, a IIWoter, u4 a COIUioolor of l!lob&117 with bia, 

Conooquoot~¥, I opol<a with Ill', L1noe7. I r•4 b1a 117 -&D411a &lid it 
•• aa:reed that be woul4 draw ~ &II 11Z'CODt lDotrucUoo to our lab&117 at Parlo 
elont; tho liDeo of tbo State Departaoot Ca'blocna fS6 ot W., l} to !b.o !!ap.o, 
to aloo a~~&C~ote4 t ho a441DC of a fi.-1 pancreph, 'IIIIich wo..U pn tho •ill 
polDt ill tho oecoll4 eablocna to !'boo &:acua, 197 of W., 111, !b.o wor41DC w 
~o\04 w.o ao followol 

•uerle&D tree&iDC 070t• woul4 oot be otlectin to block 
traooter or eale ot 'beater obliptiono or eortiticatoo, 
aa """h .. curitiea •:r appaar 111 otbor arkoto, 1 

.A.tt er our collnroation en4e4, I aent b:y opociel aouoD&er to 1/:1', Llfloey 
a copy of m:y aoaoraodull. 
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STRICTLY COli7IDllli'l'IAL 

PARAPHRASE -- -- ------
A etriotly confidential telegram (no. 222) of May 18, 

1940, tram the American Ambassador at ChUngking, reads 

substantially as follows: 

General Chiang Kai-shek is transmit ting to the 

President a message which raters to an arrangement con-

tained 1n a cazunication to the Central Bank of China 

from the Federal Reserve Bank of New York, dated July 14, 

19~7 , in regard t o supplying exchange 1n u.s. dollars. 

The measage suggests that it might be more convenient tor 

the American authoritiea,if new funds tor exchange can be 

provided, to consider the amendment ot an arrangement 

expressly providing u.s. dollar exchange (although or 

course considerable modifications or the a rrangement would 

be required) made prior to the outbreak or war between 

Japan and China in 1957. FUrther, it might be preferred 

thatJ 1t part or the u.s. dollars 20 , 000, 000 credit can be 
tor employed tor exchang~ .- pledged sold might be treed 

exchange support if the funds should be applied in part 

payment of the indebtedness ot the sum sti ll due to the 

Federal Reserve Bank of New York amounting to u.s. dollars 

lll,OOO,OOO. 

' 
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H.~ . Jr: 

Lieut. 
MoXay: . 

!!. !(, Jr: 

ll• ... 
F..". Jr: 

H, !-I.Jr: 

M: 

R .l~ .Jr: 

'i .J.! .Jr: 

Operator: 

Y.: 

0: 

ll: 

-- ~ · · · · ·· ~~· 

May lS, 191fo 
9:27 a.m. 

And then you might just a• well lieten, and then if 
I -- there are some things that haYe to be done -­
I want you to make notes , you see' 

Yea, I see: · 

See vh& t I mean' 

Yea. 

I ' ll be talking to different peoole and you algh t Just 
ae well listen, t hen if I eay thi s person do th is or 
that, and if there • • eome f ollow-up you ' l l haYe it, you 
eee' 

I eee. 

Yea. 

Just stand by and listen while I talk to •.•. . . 

Just a minute, I don't believe t hey 've got their 
machine turne<i on out the1•e. 

They haven't' 

(Rest of conver sation not reoordad) 

Hello. 

Oh, I eee. 

Hello, MoXay. 

9:29 a . .. . 

Yeah, it's all right nov, but it wasn't before. 

Vaen't itt Yell, he'• talking to Cochran a~!~!~ 
I'll ring you back as eoon ae he'• tbrou~ o • 

Oltey-4olte. 
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M: 

O: 

M: 

0: 

l!: 

- 2 -

I .think he ' ftllte th .. , oalle put up on the oonferenoe 
eo that it aakee a reoording, eee, in there. 

Yeah, o.x. !hat•• right. 

An4 ~oa Jdet l1eten 1n on 1t. 

Yeah, all right. 

I'll g1 ft :roa a r1ng u l oon ae he'• ll!lrougb. 

o.x. 
9:)1 a.a. 

Operator: Be•• on now. 

M: All right. 

o: Oo ahead. 

Dan 
Bell: Hello. 

Mo[&JI Bello. 

81 

M: 

8: 

M: 

Ooo4 aom1ng. 

Oo«!4 aom1ng. 

Who 11 thi•' 

!hll 11 MoJ:&7 • 

• 

B: Ob, hello. I'"' sot MoJ:&J aa4 the S.oretUJ on. 

M: 

8: 

R.M. Jrl 

81 

R.M.Jr: 

1e ooaing on, I bel1eTe. 

J)e.n •••••• 
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B: 

1!. !-!.Jr: 

B: 

B: 

'l .M.Jr: 

B: 

B: 

R.M.Jr: 

B: 

H.M.Jr: 

B: 

H.M. Jr: 

B: 

- 3 -

I eee. 

I have nothing. 

Well , thing• are rather quiet here. The bond market 
U dritUng a little lover, but not erratio or an:r-· 
thing, 1t' a Juat graduall:r going dOwn. There ie eome 
bu;ring intereet in it on the long ones 1r -- if the:r 
could aell the three-quarters notea. It'• quite a 
large order but nobod;r wants the three-quarters notea 
eo I gueaa 1t won't go through. 

Three-qua.rtera notee. 

Yeah. 

What do :rou meant 

The three-quarter per oent notes , the last were put 
out. · 

We put outt 

Yeah, we• ve got out a three-c;llY't•-l" ):>8r oent note 
tor tort:r-t1ve, and I understood -- and t hen ve alae 
have one out tort:r-tour. I understood that th1a bank 
or aome inat1tut1on had quite a large holding or 1boee 
notea and the:r ottered to eell thell and the:r want ed 
to buy, with the proceeds , the long bonde, but nobody 
want ed the notee eo the:r didn't bu:r the long bonde. 

Everything ia quiet here. The neva doeen' t loolc eo 

good. 

I'll call up again around -- around 12:30- 11:30 

;rour time. 

All right. 

I ' ll be oall1ng between 11:30 and a quarter or twelve. 

All right • 

• •• • •• about a quarter ot twel ve ;rour time. 

'ftlat ' ll be all rigbt. We did uend general regulation 
nUll bar t:hree, or general license nU!Ober three laat 
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H.M.Jr: 

a: 

H.!t!.Jr: 

B: 

H.M.Jr: 

B: 

Operator: 

;; . ~!. Jr: 

0: 

Harry 
White : 

H.M. Jr: 

V: 

H.M. Jr: 

v: 
H. M.Jr l 

W: 

H. 'f.Jr: 

- ~ -
ni&'lt on that cheolta and dr t 
April 10 and May 10 __ A~rial ~· 1eeued pri or to 

,.. o and May 10. 

I ' l l Juat talte it tor granted then . 

Vall, we were h d t d -- ·a s ome things yesterday we had 
o nr-. ..... 

o. 1'\ , 

th ... . and t here•a a little 1ncona1etence 10 we .. end-• 
e order to make the t wo conUatent. • ..,. 

o. It •• Dan. 

All right. 

Goodbye. 

Goodbye. 

Mr . Whi te. 

Right . 

Oo ahead. 

Hello. 

RUJ7. 

Ooo4 aom1ng, air. 

Are you in t he ottio•' 

Yae, 11r. 

Harry, I wllh :rou' d look Ill) and ha,.. tor me Monday 
the nue ot that engineering tim that did the Job 
on a ateel plant 1n Brazil. 

!hat did the Job on the eteel plant i n, - - :rou mean 
the 1n•eet1gation Job or the •• •...• 

•• ••• • • and I ga•a 1t b&olt to :rou. It wee done b:r 1011e -
Jlr. Rllll wrote • a latter, he wanted •• t o ••• 
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W: 

H. '~ .Jr: 

W: 

!! .V. Jr: 

W: 

'! .~· . Jr: 

W: 

H . l~ .Jr: 

w: 
H. l' .Jr: 

W: 

W: 

H.,·.Jr: 

w: 
H. V.Jr: 

W: 

H.M.Jr: 

- 5 -

somebody, some engineering firm 1n Wew York that 
made th1a study on the steel plant in Brazil. 

Oh, that made the study! 

Yea. 

Yes, we have digested the stud~ . There was one .. ..• 

I j ust want to know what the naoe ot the engineering 
tir:n 1e. 

Right. You want i t by -- you want that by ~onday. 

Yeah , and I want -- if you had any connections of 
finding out how they stand or how good they a!'e, 
I Wieh you'd do that. 

I ' ll find out. 

I mean, whether they ere the outstanding firm or 
whether there ere any tha t are better. If you 
have any oonneotions. 

I ' ll find out . 

I should think somehow or other -- see if vou can tind 
out . 

Yeah. 

To do tllst kind ot work. I have 1t in l'lind in con­
neotion with the poaaibil1ty of us1ng the~ with some 
ot these aeroplane plants , you see' 

In t he Un1 ted States. 

Whstt 

In the United States or down t here' 

No, in th1s country. 

I see. 
I 

118
an, somebodY vbo are engineers, t o.> do Just t he k1nd 

ot work that t bey 41d down in Br azil . 
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W: 

H.M.Jr: 

w: 

H.Y..Jr: 

W: 

!!.!~ .Jr: 

W: 

H.M. Jr: 

w· 

w: 
H. l( . Jpl 

W: 

R.M.Jr: 

lt: 

R.X.Jr: 

- 6 -

Yee. Yell • • • ••. 

A• I understand it the:r did the ..._ole 
tor U.S. Steel, ' • u reorganization 

Yell, I wae 
'!'her had, I 
were moetlr 

down there at the time the7 were there 
think, about a dozen ot t1tteen men ibe 
tl'om the United State• Steel. • 

1 

Row did ther l !IIJ)reee you' 

We l l, the aen that I 11et were teohnloal nen U14 the 
1apreeeed ae Terr much but I wouldn't know. 

1 

o. 1(. 

But the report 1 t eee11e to be a nrr oo!IIJ)l'ahene1n • 
and competent Job, but I'll t1nd out aa much .ae I 
can about 1 t. 

Do that, Rarrr. 

Whet ' e that, e ll'! 

I ea~, pleaee do that. 

Yea. 

'!'hat•. all. 
One ~ 1 tea, •erelr thinking uound tor a pou1ble 
euggeet1on that you alght think ..,er -- I don' t !mow 
Whether there' • anrth1ng in 1 t , but i t ther're aUll 
eeelt1ng _,.. and aeane ot keep1nf Ital7 out ot it, 
do you think there • • anr pon1b1 1t7, 1• order to do 
it ada1n1etrat1Telr with the coneent ot the leaders 
t hat theJ 111ght be -- uee the tripartite group t o 
indicate to ItalJ t hat ther •11bt etab1li&e her lira 
and Join in a large eua •eking 1 t an1lable, which 
would be nothing but a~a7 tor her to draw on it. 

Yell , Rarrr, I can ' t think ot 1t todar. You'll han 
to tal.k to me about it llondar . Sorry. 

All rllbt• 

I ,Jalt -·• b.andle 1t todaJ· 

. .. 
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If: Yeah, all right. 

H.M.Jr: I • l l talk to you about 1t Monday. 

W: Righto. 

'!.". Jr: Goodbye. 

W: Goodbye . 

Operator: Hello. 

!l. V..Jr: Yes. 

0: 

H.M.Jr: 

0 : 

H. !-!. Jr: 

O: 

lo!oP:ay: 

H.M. Jr: 

V. : 

H. M.Jr: 

. . 
H.V.Jr: 

!!. K.Jr: 

Mr. Gaston baa noth ing. Mr. Sull ivan hasn 't come ln 
yet. 

Well , never mind . 

An~ I ' m tryl ng to get Rr~ey but he hasn't reached 
th~ office yet. They expeot hlm any moment. 

Well , let me talk to -- I ' ll Just talk to MoP:ay a 
minu t e . 

All right. Go &head. 

Yea. 

Mao ...... . 

Yea. 

I want you to call up the office or the Secretary or 
War and Secreta r y or Navy •• ••. . 

Yea. 

• • • ••• and aslt them llhether they would please request 
General Brett and Oapta1n Xraue t o meet me at the 
New Haokeneaok airport Sunday, 3:30 eastern s tandard 
time to tly back v i th me i n my plane t o Washington. 

What time vae thatt 6:3ot 

3:30. 

( 
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M: 

!I. M.Jr : 

H . }~.Jr: 

R.li.Jr: 

M: 

H. H.Jr: 

).! : 

H. M.Jr: 

.. 
- s -

3:30 eastern etandard t 1me. New Raokeneaok to f ly 
bao lt w1 th you. 

Yes. J:JO eaetern standard t1me. 

3:30 eastern standard t1me, Sunday, New !laokeneaok. 

Rlghto. 

General Brett •••••• 

• • ...• and Captain ~raue ••••.• 

•••••• to fly baok with me to Vaeh1ngton in my plane. 

Right:• 

And they oan oheok with you at 10 o•olook tomorrow 
morning to find out if there ' s any ohange i~ my 
plane. 

M: Yea. 

H.M.Jr: See' 

M: Yu. 

l! .:t.Jr: Got itt 

II : Yea. 
R.M.Jr: they oan oheok with you at 10:00 tomorrow morning. 

H.~.Jr: !bat '• all. 
M: If I don't )1sar from you by 10 o •olook t he plan• will 

be all r ight. 

!l .li.Jr: !bat ' • right . 

M: Ri ght . 

!I .M.Jrl 'fbanlt you • 
• 
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H: 

!f . ~.Jr: 

H.u.Jr: 

Jl : 

H. " . Jr: 

P. ."!.Jr : 

c 

( 

... 

- . 

- 9 -

Sir, I have a letter here that has come in oonfldentlal 
to you from the oftloe or the ohlet ot the air co~e. 

Well, open and let' s aee what's •n lt . 

All rl~ht , sir. (Brlef neuse ) It 's •Pursuant to your 
request ..• .•• • 

I can 't hear :vou, Mac , I don ' t know what's the matter. 

"Pursuant to your request in conferences the follow­
i ng data are eu~itted on engines .• 

•••.••• I can hear better. 

It's 1ntornstlon on engines. 

Shut ott that light And let's see whether I cen hear 
better. 
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TREASURY DEPARTMENT 

INTER-OI"FlCIE COMMUNICATION 

DATil ~ 111, 19leo 

TO SIRlCTl Y CONfiDENTIAl 

llr. boa apoke with • at 10130 t hh 110rn111f:. l o otah4 tb&t a oa111 .. 
;ra~~ b&4 b•• roco1n4 thio 1001'1llJIC fro• tbe B,I, a. to tho ottoot tb&t ao ot 
lla7 20 lto bllawoo wou14 'bo curle4 on t r oa Chatoan 41 Oox lD SwU oarlaD4 
lDotaa4 ot Bawlo. 
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TREASURY DEPARTMENT 

DATa llq 1&, 19i!O 

Ill' . Coobru CONFIDENTIAL 
.Athr opealJtg at 3.25, oter11Dc 100'1'04 ohe4117 do""ward to a 1w ot 

3.19-3/~ late 1Jl the Hnol.Jlc. Clooi.Dc at 3.21-1/2, the rate ohove4 a oUcllt 
caiD o .. r 7eeterd.71o flAil quotatioD. 

khe ot opot etarli.Dc 'b7 the ol.z reporti.Dc bub totaled 1.1~.000. 
troa the tollwi-c ._.ceo: 

lb' c-arcl.al CODC&rDo ....................................... lo 2~,000 
!7 toreicD b&DII:a (Jbrope aD4 South AMrica) ••.••.•••.•.•.•••• 

!otal . ...... . 

l'l:lrc:heoeo ot opot eter11Dc &IOODIIted to 1.192,000, ao IJidicated belwo 

Jl¥ C-aroial OOIIC&rDO,, .. ,., ......... , .................... •• lo 62,000 
B7 toreip b&DII:a (Jar J:aot, :lvope. aD4 lear J:aot) ........... l.l.JO .coo 

Total •• •.•••• 1.192,000 

The IrTi-c i'ruot Colll?&D7 r41J>orh4 t bat it had ool4 cottoD billa 
tota1111& 1.29,000 to the Britioh Control OD t he bath of tho ott1c1a1 rah ot 
4.02-1/2. 

D.,.e1op.eDte 1D the ot~ illportut ourr....,ho vere ao tollowo: 

The Jr~ franc acwed vUh ohr11Dc oD tbe bado ot a 
orno rate ot 176.110 trues par po\1114 &D4 olooed at .01&2-1/11. 

The llwiu fr&DC wao t1raar todq. .Atter r•ch1Dc a h1cll 
ot .22)jlj, that CIII1'1'Dq clooed at .2230. 

Ye ...... 'IC f'an}wr OD- oell1Dc 'b7 Chi- CODCerD&, the 
c.a..uu dollar .,'1'04 ott to clooe at 21~ 41ooowat. tho 1.,.ot 
rate tor that aarr- oa reoor.l. 

Tha rei~ olooed at .~. 

Tha 7U&Il 1Jl Rhoneh•i l.a;proncl. ~Dot ot&rllDC t o '4-1/14, 'Ill> 3/324. 
Ia tera1 ot dollar• 1t ,.. quoted at '}-7/161, ott 1/1~. 

fila Jedllrall .. .rft BeDk pgrohaoe4 200,000 lr&RCh franco tor aocowat 
of the 1aa1t ot Lahta. 

Regraded Uclassified
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We purchaae4 the !ollowi~>& ucnmh of -14 f • h 
of the bellko 11141cate4: •- r• • 0 ......,.ked acecnmto 

$1.,000 ,000 fr• tho Central l!aAk of ':llrkq 
!rOD tho Central llallk of Chile 
i'otal 

i'ho l'e4eral Reoern l!aAk of lev York otated that h 
dollart recahed !rom the abon tale of !1>14 t t 

1 
'111rk1oh l!alllc vae ul11141: the 

aeaooiiAl loa111 mad& to it by the J'edaral. 
0 

uo to PaT off the 1aot of the 

Ya ware i .D1'ormed by the J'edoral R01e"1 !allk that 1t tt t•·- t·•-
a tra11dar of $35 , 266,000 ill &<>14 troa tho l!t.llk of J'r vaa 

0 
•c ....,. -

ord11W7 ~14 accoUDt of the Mao KatioiiGl ll&llk -a:c:11~~0W1~-~ ~~ tht~­
Pedercl. ' ' ...,, ~ "--

ne :recteral Roo""e llallk of lfev York reported tho tollowift• ohi~••fth 
of sold: ~ .---

$ 9 ,105,000 !rOD Callada, repreo011tille two oh1paonh by tho llaot of Cant.4o to 
tho J'edaral Reaern l!&llk of llov Tarle, f or accoUIIt of the !&Ilk of 
Oallada for aalo to tho 11. s. Aoaq Office. 

1 ,300,000 from J~, ohipped by the Tokohau Spooio ll!lllk, tobo, to ito 
.. ,....,=,....,= Sail J'raiiChco &6eney, for oalo to the 11. S. a1nt 
$10,405,000 Total • 

i'oclq'o &Old price repartee! fro• l!ombaT vao $)6.84, repreaont1Dg a 

further lapro .. •eot. 

Tho Bosbe;r opot oUTer quotation adT&Dcld tho equhalont of 3/16/ to 

Accor41Dt: to a 11nl.te4 Pr01o dhpatch recehod !ron LoDdcm th1o aornlJIC, 
the llr1Uoh Board of !rad• hao iJipoood a ball on all uporto of eilftr except 
UDder COT...,.IIIt l1c1110e. !he dbpatch odde4 that no azp'"neUon vat «tnn !or 
the !oar4 of !rada' o uu;xpectod action, but it vao billeTed to han bolD cauoe4 
'b7 tho rec111t heaT7 !oreip d...nd for th1o it•. Bullion tredero ill London 
vera UDdarotood to haTI DOtiflod the 1111thoriUoo that the rioo ill eilnr pricoo 
onr the paot ,.. vao the raoult of a 0 qoUt)'1JIC0 eontlDintal ba71ll!: ao,....,t. 

In a report fraa the :rectaral ReoorTI llllllc of lfev York ohovlJIC depoo1h 
for the accoUIIt of Alia 11 reported by the lfev York 84:1DChl of Japanooo baDlta 
of MQ 15 , lllch depoo1h totaled $51,549 •000• a decroaae of $1,055,000 oillco 
tho laat report •• of 1Ca7 S. Ineludod in thio total voro $29,844,000 in 
4opoo1h with the Yoko~ Specll Bank, lfev York, aado b7 ih branch•• 1D Cbilll, 
aDd depodh of $1.2 , 671 ,000 •4• by t he head ottloa IUII1 Jopa~~eao branch••· !he 
OTerdratt at the hae4 office aDd JlfP&DI•• bl'IDOhoo on the boolto of Tokohoaa

1
o 

llev York a&eiiCT ,.o t!)l,S25,000o a decraao• of f7 ,429,000 o1DCO ICa7 S. 

CONFIDENTIAL 
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Jlr . .... te14- llr tel.b *•- ............. lillllall-
wiUa \lie IIIaH .U ~~aft ••111 ,_,. UtUe tna UloM ot 1111r -· 
•• tollenl ....... ot luda out-- .,,200,0001 ..... 
luda leU• ot ...Ut- a t6.!IDO,OCIOI ...._.out au • AMore lett• ot ...ut ••n=• $1~,000. 111a - ot Uae 11M ,._ leWtel wi.Ua - Urr ot t1Q,OCIO te Uae Ink ot ~~ 
t7l,OOO W the IMleta '-'-le fll Mel•• !UN W. olM '-ea 
$)00,000 rna Uae u • ot Uae Julia "•" :a.~t to Uae ........ 'be..,, .. Uaat Ule ludu -'• are llol4111T 1111 utln Uaaa ta 
p&~t. !llle bae renl\14 s.ponaat}T rna Uae o••...., or luelaa .,.,_,...... 
oballe oa oar al'bt. 

CONFIDENTIAL 

Regraded Uclassified
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Stcrct~y ot Sta b£ 

Yinsb1ngton 

528, Eightttnth. 

PROM COIA/.iERCI :.L A T'l'ACHE 

Our 523 corrtc t. 

PLI\IN 

Stockholm 

Dattd May 18, 1940 

Rrc 1d 8:12p. m. 

Rikabank dD. tE lllay 15 to rEign t xo:bt.lngt rtstrvt 449 

point 3. Stltot comrr.itttt approvEd ~vrrnmrnt proposnl 

Bddition~l 12 poi nt 3 million crowns 4\t!tnet . SwdJsh- Otrman 

tr~dt oonvtrsntions colll'!ltnCE Btrlin lia.Y 27. 

IN FORI& COIOIE RCE 

STERLING 

NPL 

Regraded Uclassified
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MJoo\ 1 'foo4 011 llhipoe.Dto. 

Sirt 

1 ba,.. \ho hoDor to rotor to & c-1caU• t"oa \hoi J.MrlC&D CODoul 

Onoral &\ BoacJoo"Co d&\04 X., t, lMO, 1D which it 1o oto\o4 \bat \he 

Dop&r\MD\, roforrlDc to \ho CoDoul 0.DOH1 1o h l op-u 110. 138 ot u., 2, 

lMO, b&o 1DO\I'I&Cto4 t ho nla1oo10D of :1\inhn ro}10rh 1a ftCIU'4 to .Uoco4 

1D4ooh1D& roo\r1oUoD8 U}101l \ho t...,.lt ot 1fr.l wood oil, 

A.nor & e&rotul 1D,..oUpUoD, 1 11&'0'0. &aoort&1D04 \bat \bore oppe&ro to 

H DO OPJ)I'OCI.Mlo chup 1D \II& oltuoUOD &I N}10M04 1D Ill' Utp&tch DOo 1'1 

of ll&nh 36, lMO, A.ccor41Dc to & rot}10u1blo oft1c1ol ot \he lic-1c 

S&cUoD of \he Oo,..rDMDt Onoral of 1adoch1oo, \hero 1t a t pntoat DO aotul 

rot\rlcUoa upoa \110 ,_1\ of woo4 oll of Chiooto or1c1D. !ho 0110 ttl'JIIl­

l&Uoo _.. lf' tho Ooni'DMD\ O.DOnl, which alcll\ 'M cou1ditro4 1D \ho .,,.... 

of • rootrloUn, rol&too to foro,_ •zallallce• VD.Ur \hlo aUpal&UoD, •tree• 
woo4 oil oatorlac ladoch1Do o&D 0D4 'M oqono4 1~ 1t • p l 4 4oll&l' 

oquholut ot \he o&luo of \ho wood oil h U}10oUo4 w1\h \ho Ooni'MOat OODor&l. 

A.o o:o:pl&11104 1V' tho ol>o,...•DUoM4 oft1o1ol, tho ,...., 1ll1llc of \ho •tree• 
woo4 oil OD\Ol'O 1....,..u. 1D \ho Coo,..,. roc10DI 1t 1t thoro ool4 to U&lon 

-. ..-noa Uo oqort&UoD ~u..p \he }10M ot Jalph""' or who roooU \110 

...... oU to o\hor 6o&lon &D4 o:o:ponon. 

Regraded Uclassified
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!ba~ ~lwH h no aator1al eb&Dc• in tho oltuatton 1o contirso4 br 00,.. 

nn&Uono with ~bo Oll4or Director of ~ho Cuot o:ao and with tho Cblllooo Coooul 

O.ural a~ Hano i . !l'ho ll\t\or o~ato4, booon1', that ho ba4 a44roooo4 a 0_,i­

caUon to tbo Gonroor General of In4oobine., 110411' 4a~o of 11a,y a, 1940, ,._ 

ctuoUoc 'ttl:at tho Goftr.,..nt O.Dnal o~u<IT tho poooibilley of oupproooloc tho 

traffic b • froo• wood. oil, or , ao tho ObiD8oo Oonoul O.Doral pbruoo 1t, 

• coDtrabaD41 wood oil, Up to the pro olD~ 4ato, tho Gonroor Gonoral bao not 

ropl114, but it bao beoD 1ntlzato4 tb.et hlo ropl¥ will bo ,.,...bat Ullfuorablo. 

J.o po1nto4 ou~ b ov dolo:pe.tcb. no. 67, tho Gonn1011Dt Ge~~aral would bo 

plouo4 ~o cooperat e with tho Cblnooo Go'"'ro>IIDt ia tblo utter 1t a foaoiblo 

IDO&no of controlllnt; tho contraball4 traffic were nol'"'4.. ID a rocODt ., .. ,._ 

oat ion w1tb tho .Socrotar.r GoDiral of tho GoYftrDDODt General, ¥r. Doloallo oa14 

tbat tho author1t ioo would bo clad to ontora1n ~ ouccoot ioa on tho par~ of 

tho Ohinooo, or on 110' part, wbieb will bo workable. 

!l'ho chief oba~aclo t o ,....,unc tho roquoot of tho Ohinooo Coooul O.Doral, 

which on•hoceo prt.r1~ tho barrlnc of •coatrabaD41 wood oil froa ontor1nc 

ID4oob.1n& , i o tho 41tf1eul~ of ootabliohinc AD offoctift control of ~~ 

troDUor ba t'O'IID ID4och1n& aD4 Ohlna, IIIICh of wh ich h a OW>tan.,.,., !ho aob111-

u.t1oD of - Ouotoao otfic1alo baa 1ncrouo4 tho 41tf1cul~ of per.Uns tho 

frontier , u4, u the Under Director ot C'uatoaa hu pointed out, cert&in of 

tho Ohllloao m111tar.r an4 cidl ofticlab 1n llraJICii an4 TUilll&D aro aoi4 t o bo 

U!pl1cato4 in thio lucratift coDtrabut4 t ,-afflc. !l'hlo atato of affaire woul4 

1Dcroooo tho taprobabilit)' of an offocti•o frontior cont rol. In th1• connect ion, 

tho Ohi.noao Conaul O.Doral bao 1nfcrao4 DO tb.et • DUabor of thoao of f1c1ala 

han bolD arrooto4 recent~ an4 ho bao uproooo4 tho opinloD tba~ thh aeUoo 

- lwlp to chock tho DOt 1na1p.if1cant floor of • contraball41 wood ou. 
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Aeoo~, ta oo tar u 1 baft 'bela allle to ucenaJa, u..... So u 

will haft to 1lo oupporto4 llir Cllluoo Cult- uol&NUoa. • 1 11ol1ne, h_. 

Oftr, that 10M ouch rOCU].aUon 1o oJ14' a quootloo of u .. , proT1U4 U.Ot tho 

Ch1Dioo prooo tor wach a rootr1ot1on. 

hopootNl,r 7"""• 

1D tr1pl1oato to tho ])opar-Dt (_. air •11) 
Coplu to tho l•llu17, Cll=ck1Dc an4 Peipi.Dc 

lor tho CoU'Cll at Sate-, 

Cllarleo s. liH4 11, 
Jaor ic&A CoU'IlL 

Oopioo to Oonoulatu O.noral, BoacJa>ac an4 llhaDchai 
Ooplu to Oouulatoo, '"n•lac &Ad SaicoD 

asv.ateu.• 

CSII:cor 

.., 
Ill 

C 0 PI 
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Stcrtta~ of Stat£, 

Washington. 

'155, !lay 19, 6 p.m. 

FOR THE Tl£.\.S~. 

GRAY 

Pari a 

Dattd May lS, 1940 

Rtc1d 10: 40 a~., 23rd. 

Th£ banks havE been txtrmcly quiet today th£ 

Guar anty Trust for txamplt reporting lus than a doZEn 

callus . 'Ihdr inactivity 1a undoubtEdly largEly 

attributablE to tht fact that no public announo£mtnt 

waa mad£ to thE EffEct that thE banks would bt opEn 

today. 

BarrEtt tst1matEa that w1tb1rawals .from tb£ 

Oaara.nty on Thursday, Pr1da7 and Saturday avEragtd tm 

million trancs per day. Carter g1vta approximatElY 

tbc 811111£ avtragE tor Morg;m & CCllllp~. 

ThE Balik of Franc£ haa ~rv.ctEd thE banks to 

UmU tht amount or Btlgia.n banlcJIOt£a which 111.&7 be 

converted into FrEnch trance to 5, 000 BElgian franc• 

per tamlly ptr fortnight , l:!crEtotort tbtrE was no 

l1m1t on tbt amount or BElgian monty nh1ch could b t 

clw.natd 1nto rranoa, 

Regraded Uclassified
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RuEtt who tEltpbontd CartEr at noon today is 

oaid to hovE considtred thE situation to bt slightly 

bttttr. Rueff said nothing in rEgard to thE possibility 

ot thE banks 11 Evacuating" . 

A mEmbEr or my stntf ttltphontd Cnrigutl rEgnrd1ng 

th£ nuthcnticntion of sEcurity dtatruction ctrti ficntta 

nnd hns an nppo1ntmtnt with hUt nt thE Bank of FrancE 

tomorrow to d iscuss thE mntttr . 

BULL ITT 

Dill 

Dtlny on nbovE mtssngE due to non- rEcEipt of or i ginal 

number of which Paris wns ndvistd. 

DIVISION OF COW&UNICATIONS AND RECORDS 
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