
• 

• 

• 

DUllY 

:Book 330 

NoTombor 7 - 14, 1940 

.... 

Regraded Uclassified



- .a. -

.VpaUu 
... Latia AMrloa 

- l! -

l!uoloo• • Con4ltlono 
11&&1 DMOran4wo on litUAUon tor w .. k •4lnc 

...... 'b ... 9, 1940 ......... . ............. .. ....... .. 

Obllo 
lao Latin .A.Dorle& 

China 
Sao War Oon4lt lono 

llltonoo , latlonal 

- 0 -

- ll -

Hoal\b ot Onltod Stat•• vorkoro diocuooe4 at Cabinet -

330 313 

ll/8/40. .. . .. . . . . . . . . . .. .. . . . . . • .. . . . . .. . • . . .. . . .. .. 138 
a ) J'llll raco•ende tbat pro&ru be tranoterro4 

fro• Mioo Illiot t o Federal SecuritT .A.dainietrator 

- p -

Jinanoinc, Go•ernaent 
Incrtao t ot debt t o $6o-65 billion to tlnanco dotonoe, 

and participation b7 all citiaono, dioouoeod b7 HNJr, 
lnu4een , Younc. lnox. !owere, Cox, St1at oa, Palaer, 
and llarob&ll - 11/ 7/40 ....... . ....................... . 

Pin land 
leo War Condltioaa 

han co 
Soo War Conditione 

Goooral Gouneol, Ottice ot 

- G -

loport of proJooto durinc October 1940 • .••••.•.•..... .. 
GorD&ftT 

leo War Conditione: J oroicn lunda Control 
Golt 

... Var Condition• 
Greeoe 

lao War Conditione: Joreicn Jun4o Coatrol 

• 

53 

106 

Regraded Uclassified



• 

- I -

h&l7 
See Var Conditione: 7oroisn 7undo Control 

La~in Aaorica 
ArgonHna : 

- L-

Banco Oontra l general manager introd~ood to HKJr 
by Soerotary of Treaa~ry- ll/7/40 •....•..... 

Pino4o plan to oti.111.1late prlvato entorprioo , 
provide cheap ho~olng, oafe~d e~raney, and 
oolYo o~l~• commodity probltll dioc~ooad in 
•••orandum trom American Jmbatty, Bueno• Airtt -
ll/8/40 ••..... ...•....••... . ... . .......•••••.... 

Chilo: Huiud llot of o.xchange owad to all coneerno 
in Unit ad Stateo - U/12/40 ....................... . 

- M -

Mint, B~aa~ of 
Plano for nov Mint 1n Middle Yoot read7 for diocuooion 

by IIIIJr and Grano - 11 17/40 ..... . .... ............ . 
Morgentbau. Henry, Jr. 

Trip to J&~~&ica , etc,, following election: Itinerary 
(San Juan to St. Thomao to Xingoton) cabled to 
Treao~y - ll/10/40 •.••••........... ......... .. .. .• 

- N-

Uatlonal Dtftnl t 
St t Detente. l atlonal 

- p -

Plant Expaneion 
See Var Conditione: Airplane• 

- R -

Reooarch and Statlotica, DlYiolon of 

llook Pelle 

330 90 

140 

44 

191 

Report on projecto during October 1940 ••••........... , 297 
RtYtnue Jltvl elon 

HMJr and Sl.llllvan to put on progr&ll making it lllpooolble 
for ot a too and mun1e1pal1tioo t o oe11 tax-ex...,to-
11/7/40...... . .. . ... . ................................. 29 

ixcooo Profl to Tax: HMJr aoko that watch be made on 
higher pricu to offnt excuo protlto tax - ll/13/40.. 211 

Rowoallla 
See Yar Condltlono: 7orolgn 7undo Control 

Regraded Uclassified



- s -
St, P1orre-M1quolon Iolande 

Book l'llgo 

,,, War CoD41t10DI I r oro1cft luD4o Control 
St11l 

Sot War Conditione 

- T -

Tautlon 
Set RtYtnut BeY1a1on 

- u -

U.S.S.R. 
Sll liar CondltlODII r orol,gn Jundt Control 

Unl ted l1"«4oa 
Sot War Conditione: K111tary' Pl&Dnl ns: United Iin&doc 

War Cond 1 Uou 
.Urplan111 

- w-

Plant IZpano1on: Rational Deten t e A4•1oor,r Coaaloolon' o 
r oluGtanco to eortlf7 to Reeonotruetlon Plnance 
Corpora tion neeeooit7 of tacllltloo ln•ol•ed 
dol&¥ 1ft& progrUl {Punll IIIIIIOr&ndUII) - 11/7/40, .... 330 

Plan t ol Porreo tal r eport on 1nopoctlon trip aGcompanlod 
b;y YoWlg - 11/8/40 .• • •.•••.•.•....•..••.........•... 

China: Jxporto t hrough Cbungklng, Stptoabor-Ootobor 1940 -
11/11/40 •• •... . ...... . ........ .......................• . 

Cloolng Agrooaento: Suopenolon of Vinoon-Traaaoll Act 
ougcooto dioeontlnuaneo of reporto (Btl•orlng 
ataorandua) - 11/12/40, . ..... ................ .. . . ..... . 

lxchango market reouc~ - 11/7/40, oto . .••................ . 

lxport Control: IXporta ot patrolaua producta, acrap i ron, 
and ecrap at eel troa Uftlted S\a tea to Japan, Butala, 
Spain and Grea t Britain ao ohown b;y depar ture peralta 
granted f or week ondlft& Bo•eabor 9, 1940 •......•.•••.•. 

Plnland: Debt ao reoult of World War r .. l owod by Procope 
and CoGhra.a - ll/7/40 . ............................... . . 

a ) Further dloeueolon b;y Proeopt, Oocbra.a, and Boll .• 
b) Jonoo t t llo YDB a t Cabinet of vlo l t troa Procope -

ll/8/40 .... ...... . ... ............. ........ : . ..... . 
foreign Jundt Control: 

lxtonolon to all foreign countrleo: Lotter to PDR 
dioouoood a t 9:30 aeetlnc- 11/ 7/40 •• , ••.••.. ... . .•• 

a ) Bull told b;y BKJr of plan and that copy will 
bo 11nt hla - ll/7140 .................... .... .. 

b) Cochran a eaorandua urglnc conoulta tion botwton 
Sta t e a.ad Treaour,r before plan le oubaltted 

c) ~~.:!.io~1C1~~:. i;.;.,i~~:. hox: . i\i~~c.~: . .. . 
etc. - ll/7/40,. .. . .... .................... .. .. 

.. 

3 

130 

201 

3&9 
52, 161, 1&3 

229. 254. 290 

..212 

1 
129 

138 

51 

56 

Regraded Uclassified



- W - (Con~lnued ) 
Book 

Yar Condltlont (Continued ) 
FortiCD ltL•d• Cont rol (Con~ lnuo4): 

Ooraan7 : Tranaaetlona v l t b Chaao Nationa l Bank and 
Nat ional Clt7 Bank - 11/ B/ 40, otc. . ••..•....... 330 

Grtoce: Tr&ntactlona v 1th 1eaeral Rfti iTYI Bank or 
Ne11 York - 11/8/40, .. .. ... ...... .. .... ........ . 

Ital 7 : Tranoactlono v ltb Chnoe Nati onal Bank and 
Nationa l Clt7 Bank - 11/8/ 40 , et c .•........ . .. . 

Roumania: Releaae of $25,000 tor "talarlea and 
expense• of Roman l~~ Legat i on• and contul&r 
off i ce•" dhcueaed in meu~o randum from Stat e 
Oepa rtment to Tr easury- l l /12/40 . . •.....• . ...• 

St . Plerre-M iquelon Islands : Reoume'of exlo t l ng 
oltuatlon f rom American VI ce Conoul- 11/?/40 . . 

U.S.S.R.: Tra nsactions v!th Cbaso !latlonal Bani<-
ll/13/40 .•.... . ..... . ............ . .. .. .. . • . . . . 

7rance: "Text o f 1nttructlon fro11 O.r~ Coa~lttloner 
to an Zngllah bank in Parts • : Report t ent b1 A=erlcan 
~&batt1 , Vlch1 . transmitted b7 State Depart•-nt -
ll/8/40 ... .. .. .. ... .. .... .. ......................... . 

uold: Uni ted Kl ngdo2 holdln&s of gol d and exchange: 
Brl~lth Embaesy me~orandwm- 11/14/ 40 . . . ...........•. 

Mllltar7 Planni ng : 
Roport from London transm! tted bt Lothian - ll/7/40 .. 
'll&r Department bul l etins: 

Some Aapecta of Defenae in Great Britain -
11/9/ 40 . .... . .. . .. . . . . . .. . . ... . .• ... . .. .. 

Mora le In French Ar~ - ll/14/40 • . . ..... . ....... .. 
Purchna!ng Mlsolon : 

Program in itt enti ret1 revie~ed b1 HMJr, Knudaen , 
Younc . Knox, Towers , Cox, Stimson , Palmer , and 
Mareball - 11/ 7/40 •. ..... .............. . ... ... • . . . 

Faderal Reaerve Bank of New York atateme nt ahoving 
dol l$r disbursements - 11/7/40, ll/14/40 . ..... . .. . 

V•o tlng Order: Offlelal saleo of Brlt loh-~vned 
dollar a ecurltles - 11/9/40 ...................... . 

Unite4 State• dollar expenditure and • ~•rl tng transfers 
to Unl~ed St ates (and poooooolono) during 
Septt~ber, 1940, oth er than t hroush Brl~loh 
Purchadng Commission: Brlt.1ah 3batay meaora..~d,m -
11/H/40 . • ..• . ...... .. ....... , ..•........ ... . ...... . 

Steel: 1DR, at Cabinet , vorr led over tl tUAtton; Stet~inius , 
attar &ontht of op timism, r everttl hia potitlon -
11/8/40 ...... .... . . . .. .. .. ........ . .. ...... . ...... .... . 

United Klngdo!ll : 
Hold l ngo of gold and exchange: Brltloh Emb•s•r 

mamorandWll - 11/ 14/ 40 • .. . . . ... .. . .. . ...... • ..... . . .. 

Page 

158, 231,260 

160 

157. 234 . 258 

86 

153 

293 

118 

164 
279 

53 

101,294 

182 

292 

139 

293 

Regraded Uclassified



............. 1111 

.,, ...... Vl•• •~·-• 
. - - ' ' L 

lllll.._ hllllt tl ftaa.M .UK ea • ,....._ - ''II at 10tl5. .. I' .,. .. 

- ..... , .. ,nae~,.a "' .... a.-... ,_ J'tMal .................... hla ,.... •• 

... 111.-.17. ,._tile..-... an ae 1 ,._.till ...... ....._, ~ w ,.u 

.,,191,191.n . at• ........... . hla *fill' • .,,u .. •• , .. _ ... , ... 1 .. ..., .... 

..... ... ... ..... ..... .. ... ~.11,. It wUl .. .-11 ............... ---

_, .. •• a.-...11 tltlle ...._ ... '-'•· huttl _.._....,.,tile"--'* 
.......... 1., ... hla - tl ... ,. ... - ....... ·~· ................. . 

tile •- '" .., - -· ...- lila tMM an....,. wt_. ltel, ... a.a. -rl••· 
It u.. an,..woat w hla .. • ~· ...aw •• .._, ,._. tile .. , .... , , •• ..-... 
..u ............. ea1J' ..-A ...... ooo • 

............ lllloM .... , ....... lltlfl Ill .ttlelall ... -· ...... ._ 

u .. t ... We lluw t . .. - owt ... latM .. ,Mnl'll 1 lett• h .... ...., IIU 

o .. tl .......... llnl WI ... lMI tl taloe .. _ .... tl ... ._..._. 11111 .. 1., 

.... ,., - .._. 1' ........ ,_. ·- .... .....--. . ... ,1 ..... bAl-

••• 1M ... _ .. fill tile fta& .. lciW ... Ia II II ''II till ..... tiM ........ . 

"-' h, .......................... , ...... •IAltl- kl'll ..... ,_ .... 

............ JIM. It llll' ,... ......... tllet tile riMe .. .,. •u& ... tlJ,OOO,OOO 

........ ....,.._~ .................
. __ .. _. ... t6,010,001 ,.....,, 

1...&'11 .. -··· hl ... ., t7 ,000,000. .. ... ~ ......... . .. - flftll't 

nlll •• .,. u 81 "' ••a. w.- t• ..- _,.. wtat. ....,u .. u ,..,. ... 
fMlllU11 ... lie an...... fta ftaa ............. Uftlftltlll llt ...... tlw: 

IPltl* ... '- tltlalale &a ... , ... ..Wa 1111 .. 111 t• -..n• , ... ..,. 'faltet 

....... 
1M lllaln• ... .-1 ,..,. .. ,._. ••.,.. ,._. •• ., ... te • - u-... .....,. 

.... lle ,._,_ w.lt '- t• ..... M ..U .. 1 1 nltllatl•' tl tile IIA u-... . 

"-' h, ........ RrF ........... ..u .. .,., •• ,..,.. .......... "' .,,191 ,000 

........ - hla .-&..&, ... .... u 1 ....... 19M ................ ,.... .... 

et 1'11o Ill" ..,.,..... _...,., - '"'"" 7-•· ate •aU il'" ftalaM alalet 

t',OOO,OOO Ia .... t .... 1 h•r ........ h I~_...., at ........ 

.1. ._.. ,...,. ... ._ _,_, » u.. -nau .. fill t11e -'"''~~ n..&• ._..... . 
.... h , ........... .., .... '117 ~.010 , 000 ........ - hla ,.. .......... 

•• tile •-.&M• el _... e\llpt&M . 

... """,..,.ell ...u '- .. --"• •• lll'ltlll ... at .... t6,000,000 ..... 

lie'" hla rMI&..& 11 ......... .u U.. ....... tile -.&tal e\ltcatl• •• ..-A 

...... , 000, \We kl I .. '- ,.&& - ......, 7Mhc "''" I ~ te k ""'"• 

.. , .... - ............... ...u ,_ ftabM ,_ .................... """ "'" 

.._ tl llw: ........ . U ~ .._ ...... \We IIlli'. 

Regraded Uclassified



' 
..... 

·•· 
.. ::iJt. 7 • - .. J ;r: ........... , ... , .. , ......... .. 

.. "rt 11 ~ .................... ::"(· .. --:::c.: §:j ~, -: .. .: ... 1 ".:. r.:, 1r :-:. .=r:.; ... 1 .. ..... , ......... ·:;a·-....... ,.., 11 ... 
............. a j ..... fbi ........ _ 

----~~~~- ... , ____ ; 

• 

-

Regraded Uclassified



Financing of new facilities under U.S. and 
Brttish compleMntary prograas alons t he lines of the 
policy ~;>prove<! by Secretary llorgenthau in Juno, und 
applied in Se ptecbor to the Cont inontal Kotors ease , 
has been withheld rroa subsequent British contrecta , 
primarily due to reluctance on the pert of the Kational 
Defense Advi• ory Commission (N.D.A.C. ) t o certify to 
the R.F .C. thut the facilities involved were essential 
to the u.s. Even where t he War Depart .nent has approved 
the facilities as essential, such a• for tanl< and mach ine 
aun contract•, the N.D.A.C. has wi thheld i ts a ~provul. 
The result has boon to delay placement of British contracts 
and , accordingly, production. 

Under t he conditions lai d down by the R.F.C. 
in the Continental Kotors case, both the Ar~ or the HayY 
ond t he ti .D.A.C. must certify to tho R.F.C. that additional 
facilities are essential for the u.s. Defense Pros ram before 
the R.F.C . will finance then~ . 

The r eluctance of the N.D.A. C. so to cer t ify is 
no t f ully understood , but may be due to its preference 
for a type of financing which draw• upon I>riva te aourees 
of capi tal r uther than t he R.F .c. It is w>derstcod 
tlut the N.D.A.C. 1s prepared to approve f1nanein~ of 
faci lities alon. the lines inforllllllly <lj)proved for pr•o<hlet;ion(, 
of aircraft encine• by Buick , •hich involves tile so-called 
Five Yea r FinancinG Plan by private funds . 

Eitller type of tinanc1nc1 under the Continontul 
or Buicl< plan , i s satisfactory to the Brlt ish . 

It io ooost ur gent that British contract• "hiell 
will create new f acilities f or the U.S . Defense be 
released a t the earliest possible dato . It is ur ced tha t 
so~ solution t o t he financing diff icul ties be r eached 
promptl y . The solution see~ to lie i n one or both o f t he 
following alternatives : 

(a) 

(b) 

If R.F .C. financing ls t o be used, t ho necess ity 
or obtuininc a , prov~l from t he N.D.A.C. should 
be ol1m1ne t ed , so that such a pproval will amonate 
froo ei t<ter t ' e Ar:uy or llavy alone . 

It R.F.C. financin& i• not to be used , the Buick 
plan abould be adopted a• it nos received the 
a9prova1 , 1f not full endorse~nt, of all parties 
concerned . 

As R.F .C. financing is probably t ile only type 
open for the contracts pr esently hold up, it is ur &ed 
tha t both solut ions (" ) and (b) above be accompllohed 
so that either type rD&Y be used wltore a ppo·opriate . 

Concurrent with the fore.;oinu, a procecSure should 
be adopted which will permit eorly co-ordination of Bri t i sh 
and U. S . progra~ with a view to prov~dtng the necessary 
new fscilltiea ror t he entire pro1rams and authorizing t he 
f1nancin6 theroor on approved lints prior &o the neaot1•t1on 
of any new contracts thereunder . 

Ho~o~ber 7, 1940 
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I . ! £BTU. l tBp&BB 

A . AT REQUEST OF !INI TJID STATES 

Rofla-«oyif ~~~erl!n Engtne'' - Latest type sent to 
ric t . of with tul advice re working, 

operations, potentialitiea, etc . 

Roll~B~ "Grirlin En•~" - Latest type aupplled 
wi advice re wor nc, operations, 
potent1.al1t1es, etc . 

Various TXjeo of Captured G!rman Aircraft Engines 
Sent to right Field tor eating operatlono. 

20~~ Hi~pano Eguiprn•nt - Certain details given. 
or ata and reportc sent tor . 

3ou1ton an! Paul and lj•;er Uanh Turrets - B. and P. 
turrets oaving for risht Field 1n approxicataly 
14 days time . F .11 . turrets to follow . 

c~n!RdUJit! llotes og =:ret training and Tracer 
a Air Fig t1 - Copios obt~inod from 

U. K. and delivered October 11th. 

St nb111saiton of Torpedoo; 1~ Ai r - Preliminary 
1nforma on r eceived Oct . 9th and about to be 
delivered. Cooplete data being prepared. 

Chatttllerault Belt feed -
sent to all Depart~ents . 
obtained and about to be 
feed in transit. 

All available intorcation 
Uanutactur1ng draw1nss 

del ivered. One sacplo 

Anti-Str~st~re t rials. ·R03 to 20 mm· i nclus iye ... 
Data o ta nod from 0.:. and delivered Oct . llth. 

Latest type British Bannef and Other 7owe4 Taraets -
u.x. preparing lnformat on. 

I~tioy re Gun Tracer A;L,un1t1on - u.~ . prepar ing 
ormat ~n . 

Reports on 40 grn. Canpon - Requosted October 28th; 
Cable sent to u.,K. 

Data and Las ts ot Br1B1sh Ingand1ary ~ktlon -
Reques t• October 2 th; cabl e sent to •• 

D•!2~~~1on R( Briti~b Pragtice 1n ~ouqt1n« ~f'Rur 
Pli j jrid}tejt Reporti -'Requested October 28th; 

ca e aent to U. K. 

Ballts~1o ~ta used for Beam roriog - Requeate4 
Oo o er tb; cable sent to . K. 

' l . 
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I . &pru, !ARABI (Continued) 

B . IWBQI.IQITID By trBTDD STATIS 

• • 

Ppwtr Prtf•n ~r~ - Complete intormation1 produo on aw s, 2 ta.plt turrets and 
atoh&nic beinc aent trom U.K. to demonstrate . 

'PRU01tto~ - 10 reports ot trials a.all aalibre 
ammun t on against aircraft , Det&ila incendiary 
an4 apocial tracer requested !rom U.K. 

Air ~1nf: - Details or experimental work on two 
atro • tarnal combustion encinoal internal 
combuat1on turbines, and jet compUlaion. 

''iial "'f!"tion - Detaill or lt tu t developments. 
ample atallat1on German distant rtadin& coapaaa 

demonatratod and handed over tc U. S.!!. 

6 
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II • AUI-AIBCJUC DJU'QCI 

20 ~ Oer1ikon Gun - Demonstra tion tor October r. 
i &oynderJMtr~ V' and Q,f "Irk III and Prawinga -

upplied oY.s . Navy n eptember, 

Alf2raft Torpedo - Diasramatic sketcbu supplied. 
or king drawings sent tor. 

B. !WSOLICITSD BX UNITBD STUBS 

full Disclosure Secre~ Method Inc1udin{: 
Balloon~arrago , Kite Barrage! ·Rocke s P.A.C. 
Scheme1 Long Aerial Mint , Ant -Barrage Cutters, 
Naval Rocket Barrage. 

3.aA Gun - Pull details including war experience, 
ta, partor=ance, new power-operated equipmen; 

given to U. S, Gun and orew baing sent from U.K. 

4~ If B~torfu§un with Power Control & Ke f i son 
P e Cto -1 di sclosure of thi s mostmportant 

and secret equipment . Data ou performance given 
to U. S. Complete equipment and crow with pro
duction drawings being sent !ron U.K. 

Ot~er A.A. 0~~ - Full particulars all other typos 
ncluding • 11 , 3" Naval 411

1 4. 7" and Pom Pom 
with data on war experience . 

Rockets - Details secret exper iments with A.A. 
rockets and film lent . Details recent work on 
proximity tuaes , 

F1f' Contro? - Pull disclosure on directors f or 
.A. gun ire . Full details ot very important 

and secret work on Radio Fire Control. 

Sell A.rms - Details wa.r eXperience with small anu 
aaa1nst airoratt - typeo ot mountinc, aichts, etc. 
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III. l .f!D IAB!Aftl 

A. AT RE9!1!8T OF Ul!ITED STUBS 

~~i&&tion of Armoured Division 
Orcanization or Army Tank Mo, 
Type of Tanka used by (a) Germany 

(b) Ruuia 
(c) Italy 
(d) Franco 

Handbook on Power Travoroo. 

• 

Particulars and Drawing• ot 211 Smoke Mortar 
and mountina . 

Particulars or No, 9 and No , ll Wirole11 Sets 

2~-PoUQdtr Gun - Particulars &iven. 

B, W!SOLICITED BY UNITEQ S'lATFB 

~.-on the work or the lat Army Tank Mo. 1n 
Franco. 

8 
~ -

Brig, Crocker 's notes on A. F. v.•• in Franco • 
Notes on tho work and organization or tho 

Hopkinson Mission, 
Full particulars ot Al2 Infantry Tank Kark II , 

(Firing trials were carried out against Turret 
at Aberdeen) 

Particulars or 2-pounder gun and shot , 
(Ballistic tests wore carried out at Aberdeen) 

Particulars ot the Basa K. Q, 
Particulars of all British tank1 , 
Summary or Technical Report regar<11nc weapons . 

War Industry and Traneportation Soorot Copy No.l44. 

Ch~cal Warfare - Full disclosure late1t detailed 
ormation. Scientist coatnc troa U.K. 

Explosives - Full disclosure all available 1ntorma
t on. Otter or explosives expert to be ••nt from 
U. K. 

Or~se - Details anti-tank guns - now typos 1n 
evelopment . Method of direction for guns and 

oearoblights with operational experience in field. 
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IV . NAVAL WARFARE 

A. AT..M!.,:IEST OF lll!IT£1) STaTE$ 

purch3sP JO Denth gnd Rgll Recorder~ - A4a1rdlty 
cabled U.K. for permission. 

Tot pfdo llet Cutters - Ver~l descrtptlun t:iven . 

Torn~rlo Pistql• - J F. typo explnined verbally . 

New Compos ttion ror Detonators - Rpvc1ric:lt1.Qn 
sent Unvnl Ordnance. 

Cornqonit1on C . E. For1pr1naors - Spoo1tlcation 
sent llaval Ordnance . 

Qer.mn ',lncnetic Torped') Pis t ) 1 - Re ue:; t 
f ,>r • .. nrded to Ad.lir~lty . 

Gotrtt\Q ·~n.tnattc j.11ne Pnrgci1uror. - R.t'-,ues t 
,.,,.,,.,. r ied tro Ad:oiral ty , 

Br t !sl .. !ine:s 's parijs:.•uttts - Rtt 'eat '"or :lt IN 
to A<l:lirnlty , 

Dunyon t Cnbles f or L. L. Sw 'C \~ - In >r .Ult1on 
t,1ven verbally. 

1:0 Cft:ot er·~}oqlon & She1 1 !"ih.,c's QD 0''''0 COJP3!l!li -
Inf3tl:1!l t : on Qiven ve2·b-.t1ly . 

EfC,1o t. D~ ,eu~s inr 011 \!n ·no tic Cp!Q!)1i!§QS -
Informa tlon eivon verbally , 

Shiu f..lec tric;tl Arran -e t~nt:J - Vnr1,U3 vorh:tl 
requests ons;.cred . 

Ant.i-sttb !-;r ;ne Euui n~nt 11pl tnf J)'., t! m - Su, .1:1 
Min; 1eal t t.ith . 

5. 

o Ad .irl;.:;. ty . 

', !r ;l~ f-5 T· .. le .... r!l ,h Si'"nnlllnf - Inr·,!'·~tion 
glvtm nnd furt d' Jat"'l. suu;. f.,z· . 

8 . UN~OLICIT p ;}Y tDliT P ~" ," T~S 

An t t-?~uhnprina measnr~'>s - t1 Ae !iS" ''QYLC!) -
Full disclos~·e - handboo l<" , druwin£$ , U. S , 
N~vftl Officers invited t'l !'l"l'OCt in rlet~il 
and in ?pordtion. Specia l ltollO oinli sent 
f Nn U. !(. fo~ test b;· U. S . II . 

De t l\1ls ~xj· r1 .. jent:al 't..:.rA dett;tct.ton anb-Arines 
by aircraft . Infl·t~nee r s,•s r,r ... uti-sui.~ ..:.rine 
1'.> .bs supplied . 

Gll aln Iorar i~~f - :et-lls 0~ e~pvri.~nt: Hork 
and flh lent to U. S . !i . 

9 
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V • QElf2RAL 

A, 4T REOUFl!I OF UNITED §TATFll 

8 , Ul!SOL!CITED BY UNUEP STAT&<; 

Rad1~ Detection - Full disclosuro highly secret 
an important radio methods for detection of: 

Aircraft from ground; aircraft from sh.ips; 
aircraft from other aircraft; ships from 
coast ; also of r adio method or gun and search
light layi ng and identification friendly air
craft and ships. 

Sample equipment for detection ships from 
aircraft has been sent from U. K. Sample gun 
and searchlight lay.ing equipmont inspected by 
U, S. officers at Halifax. Dotalls experimental 
work V.H.F. radio supplied, Uost recant radio 
tubas tor vary low wave leng~hs exh.ibi ted . Advice 
and assistance being given in instituting new 
radio re:sea.rch laboratory tor V . H.F. 

Influence fuses - Disclosure highly secret experi
mental work on influence ruses tor bocbs, rockets 
or shells , including that on photo- electric , 
acous t ic and radio- operated ruses. 

10 
6. 
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. . . • 

I I I OB A 1Dp 1 

mp n···n• 

• 

NQCX BUPPLIIS 

CUrrent ceneral output lou tbrouslu 

(a) DaMe• 

(b) Lou ot ti.M tbrOUib 'II&J'D1Jlc• 

reMins at lOll or leu. !xpecte4 My rise 

to 15~ durinl winter. 

In the case ot particular itaaa tbe situation 

ia worse, e.g. , ... 11 aru ...unition. 

AIWTIULfX 

CUrrent ceneral output loaa eatlaata4 at 

11~, ot which only ~ 1a due to actual 

da&ale . 

4IRCR4lt PRQWC%IQJ 

Total loss tbroucb• 

(a) DaMe• troa concentrated attacb 

on tactor1aa and 

(b) Lose ot tt.a 

probably at laaat 2Qll ot tiDal Olltput. 

ID any ca .. • lou ot world.Jic tt.a Uarousb 

air raid w.nWII• 1a .. _.. •• S(ljl. 

l oY. 4/40. 

• 
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- IOZ'lt •o-bu' 1, 19.40 

1. Brewa terr J'J.na aro two IID:Dtha late on ao11tract 

now 1.o atart1.oc delin'7 and will be approxima tel.T t wo 

alld o..-balt' liODtba bohiDd b7 oDd of llo-bor. • • clo 

not. ••• .uch hope of tb.ia contno-t beJ..ac c•pleted 
earlier than tho aiddlt or llq 1941, 11h1ch would bo two 

and one-halt months late of c0111plet1on. 1\N.aone Cor 

do4:J" are sino b7 tho rinl a• do4:rt 1.o dtti.gD ootUe

unt, llOditicaUons, etc., but we do DOt accept t.hia 
eX'O'Uae iD tul.l as tira are a nak orpnha t.ton and. 

undoubtedl.T haft had trouble aoourios labour and wore 

late 1D their obop worl< although they are doiDS all 

tb17 can now to overtake arrear1. 

2. CUrti•• 1fr1cht• !'hie tira are not late •• in 

your cable, but are now )9 maohinu -.het.4 ot aehedule. 

) . Glt DD lfar\1.oa 1'hl.a tiro are aboat oix • ttu 

lata DOW alld wlll be ooarJ.T two liOntba lata b7 tho oDd 

ot November. They expect to 01'1rt&lce aoae ot theae 
arrears and wo think t hoy will probe.bl.J' coaplete deliver

ies 1D lhrch 1Datead ot Fetru&ry which will bo juat over 

one 110nth laW. P'irD etat.a ~aone for c1el.a7 waa 

lat..neaa in receipt of engines, and alao l a teneu in 

technical deo1a1ons in•olving ohansea in ahop toola1 

neither ot which were firm ' s tault, l::ut in addition we 

c onalder that rtr. were behind ta general abop work. 

!1\q anticipate picld.Dc up sOM or tbaao arrears. 

4. Gl"WIIll&n: Orw=an 36A wae coapleted i n Ootober 

acoordiaa to proaiae. 

S. Dcualu• Douala& are atill baw1.oc coollos alld 

other teehn.lcal troublea, and haYe dropped turther behiDd. 

We art t ollowlng up the position with thea and do not 

feel aate in aak1ng toreoaat until these troubles are 

cleared . J.ctu.al.l7 the abop work ia reported to be wall 

ahead alld we bollove tbooo do4:J"o are •i.olT due to tba 

troublto r<~rorred to aDd that they will sot 1.oto sood 

production • • aooo as they e.re ol.urad. 

6. lAol<boeda lAol<baed are approxiMtol.T one 110ntb 

late on Budaon del1Ter1e• at preaeot tt.e. Soce ot these 

dolayo were duo to tecbnionl ditCicultioa outside their 

control, l:ut worka are alao late 1n ad.d.1t1oo. We consider 

that tb11 poe1t.1on will DOt woreen, but t.b&t the &rrM.r8 

rill bo •toadll:r picl<od up. 

? • Korth .Aaerioe.o 1 North American aN about two 

weou boh1Dd ocbodult at prooont llimlte and would bo 

up to~ tarJ.T 1.o Dtc .. bor it •DBiM dollnrioo 
caD be 1ec.ur.d to aHt t.bllr aocellrat.ioo, but it. i1 

probable that enaiDe de,U ..-.rila ~ p:reYeot their catobiac 

"P tullT borore J&nU&r7. 

8. Oe041ralt I I1Hd not e tnaa the dt.t'ticult1ea 

heN, •• 1D U.K., 1D ai.Dt&1.J:d.D.c contract achechtlea 
opino t tho hOI t or toobnioal ditCioul tiu. In add1 tion 

tbe en(ine tituation i 1 a l!.itiaa taotor to poaa1ble 

ai.rt'raM acceleration. We han ent7 caee under oloee 

npe.M"1110D to aobitft beet iapro...e:at pnot-icable. 

12 
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Arthur 
Purvis: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

R.M.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H. M.Jr : 

P: 

H.l~.Jr: 

P: 

Good morning, Henry. 

November 7, 1940 
9:40 a.m. 

Bello, Arthur. T~o thinf• - I saw Secretary 
Knox thi s morning and he a really quite 
upset that he can't get that pom-pom gun. 

Well , thank heavens, I've got it on the 
water now. 

Oh, have you? 

Yea. 

He sai d the last he heard it was on a dock 
somewhere. 

Well, I understood it waa on t he water. I 
think that's right. I' l l check immediately , 
but they have been very alow about it. That's 
all there is to it. 

Well, it you don't mind my saying lt, I think 
lt 1 s inexcusable. 

13 

Yea. I cabled after our last talk along the 
linea that they simply have got to put it on, 
t ha t it was causing an extremely bad impression 

It you could phone before 11 and let me kno w. 

I v1ll. 

So I could tell Knox at 11, it would give our 
meeting a good aend-orr. 

I 1 11 call up. 

!low, the other thing that I 1m going to do -
the President haa done me the honor or asking 
me tor lunch today, the first one after 
election. And what I'm going to do when I 
get over there - I have no idea or hov he'll 
reel. •..•. 

No, quite. 
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P: 

H.l~ .Jr: 

P: 

H. I!.Jr : 

? : 

P: 

H. M. Jr: 

P: 

!1 . 1· .Jr: 

P: 

H. l~ .Jr: 

P: 

H. M.Jr: 

P: 

- 2 -

. .••• that lf, when we' r e through luncheon , 
whether you could come in and eny good-bye 
to him. 

Yea , i f lt we r e onl y t or half a minute, it 
would simply - I' d love to do l t . 

So would you - eo when I ge t over the r e 
I ' ll let the Treasury operator - bu t f rom 
1 to 2 would you be reachable t hrough my 
Trpasury switchboar d? 

At any moment. 

well, lf you don't mind- I mean , belng on 
tap so to soeak. 

I'll have en arrangement with ber. I' l l 
ring her telling he r exactly where she cen 
get me befor e 1. 

Wel l , no, between 1 a nd 2. 

Yes , but I mean I ' ll let her know before 1 
exac t ly ••he r e she can get me . 

Wher e you will be eo tha t i f I call up and 
eay, yes, the President says come i n a t f ive 
minutes of 2 or something like thRt you can 

I'd be there on t he dot . 

And as I say , I never know, and lf it isn ' t 
it's no t hing peraonal. 

Oh, no. Aell, I'd e1mply love to do it and 
I fully understand 1f he can ' t- lf lt doesn ' t 
happen I thall understand too. 

And i f l t doesn ' t happen, I ' ll see you a t 2 
anyway. 

Thank you ver y much. 

Right . 

Now I'll flnd ~ut about t he pom-oom. 

14. 
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H.M.Jr1 

PI 

H.M.Jr: 

P: 

- '- • 

And if poaaibla if I oould know before 
ll . .•.. 

Yea. 

'J'banlt JOU. 

Good-bye. 

,. . 
•• 
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U. S. COAST GUARD 
OFFICIAL DISPATCH 

INCOMING HE.&.DING 

072219 P QIMI OR lS 

TEXT 

7 HO'll'JIII!Il, 1940 

!"'R OFFICE OF SECRETARY X HAVE l4R PHILLIP YOUIIO STJ\IID BY FOR 

RADIOORAII 

• 

1.6 

~o6"".AcnoM .. ~. 
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U. S. COAST GUARD 
OFFICIAL DISPATCH 

INCOMING HEADING 

QUAT 072220 

SEC'I'REAS 

TEXT 

7 NOVEJIB!!:R, 1940 

FOR PHILLIP YOUNG X PURVIS WAS TO U."'T lAE KNC1.7 TODAY D' 

POM POll GUN IS ON HIGH SEAS X RADIO l.!E AI/SIVER AFTER 

<XlNTACTING PURVIS 

1.8 
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• 

lro•: Ottice or 8o07 
'!'o : 8oc7 

P0RV1S ADVISIS :Paol :Paol GUlf Cll llOCI: AIIAI'rOO SHIPMIM' Bin' Tliii'OIW!U.T 
Dn.ADD IJUZ TO Aimi:Rlll llllPPIRG OOIIDI!'ICII s. PIRVIS ALSO AD'fiSrS ~ 
OPBRA1'IOlfALT LOSIS BOT nr :Av•rr.ABT& IIC'J' "'JS'31!R 1111) WILL ARRrn TOlllRROW 
liAS HCIII DATA. SIOIQD 

PlllLIP YOUNG 

• 

• • 
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J 

U.S. COAST GUARD 
Ofl"'CIAL DISI'ATCH 

TRAN S MIT 

TEXT 

PURVIS ADVISI':S POll P0~1 flUII ON OOCK A~'IAITINO SII I P!mlT !liT 

TE'~ARILY DELA 'XED WE TO AD\'ER.'lF: SHI?PDlO OOtlDITIONS X 

PIJRVlS ALSO ADVISI':S THAT OPE.'t~TIO~!fl!. lf\SSI':S I!OT r.:J' 

AVAILA!!LE W'i' Sl.ESSE!! ".il!O l7ll- AR'UV"·: '10 Dit10~ HAS SO:£ 

DATA X SI<:l:IED P!!ILIP YO IG 

............ _ 
··---- ........ ., 

20 
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-,4-{ r't' ~l'f 

g !_ ....._..,"" /./' 
N L v: ,._ pee.....__ 
~~ o-L~~ 
.}f;;t;;:;3oo[V :t~W-4 c-v 

~· ~~~l-/.d 
(-]. / v._ " (.! f {! . ::co 

./y_;J, ! : -J. j~vv 

u~ ____ _ , 
#/~ o? P.~~o 

21. 
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U. S. COAST GUARD 

.. 

OI'I'ICIAL -•\TCH 

INCOMING HEADING 

072B2D Cl!AII 

• 

TEXT 

l"Ql PHILIP !OUIIO I D' AFTIIR RBASQIUBIJ!l TDIS AFTER ARRIVAL 

SI.!8S!It IS IIOT GIV!II 'IIBAT II! 'IAH'TS LBT liE IOIClW 

.. 

• 

•• • 

• 
• 

• • 

•• 

• 

----=~ ....... • 
• .... ____ ....-

• 
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JlroM: 
'11:1: 

Ott1oe ot Secretary 
Seor eter)' 0723M 

IUI.L NIJRSJ SLErFIR X GOOD NIGHT 

• 

23 
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November 71 1940 

ARTH UR 8, PU&VIS, REPRtstNTATIVE or TilE BRITISH PURCHASING 

COMMISSION, CALLED UI'ON PRESIDENT ROOSEVELT TO .,AY HIS RESPECTS• 

BEFORt L£AVINC BY CLIPPER FOR A SIIORT nsu '" ENSHP· 

26 

~[ lEFT THE PRESIDENT'S OFFICE WITH SECRETARY MORCENTHAU VHO HAD 

LUNCH EON VITH MR, ROOSEVELT, PURVIS SAID THAT H£ WOULD RETURN SOON 

•UNDOUBTEDLY WITH MORE ORDERS,• 

11/T••W222P 
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GR'll'? l~EF.TI I~Q 

Presen t : 

'i . :. J r: 

!! . . J:-- : 

?o!ey : 

H. ! . Jr: 

s,_,l l 1vPn : 

JU: . J r: 

::n oy : 

. /hlte : 

:l.r . HAAS 
t ~r . Tho:no~on 
;.::- . Sul l1 v~tn 
!·!r . Yo ung 
Y.r . l'ehle 
.:r . Po l ey 
!!r . Gr ettln 
·:- . Cochr an 

.:. r . Gr llves 
:i.r . SCh'-·ar; 
·!r . :lh1te 

'-!r . ~/\.ley 
l·:r• . Klotz 

Nov ~mber 7, 194o 
9 :45 a . m. 

·~ell , I ~> eked you nl l t o hove lunch •·1i t h me 
to~ny . I t le • t;ooebyo l uncheon . But. the 
PreRident hP.B askc1 'll e t o come over, t<h1ch 
I t h lnk i s vt>ry nice , nnd t he lunch i s he:-e 
so ,. a they oA y, 1 t 11ll l be o n t h e house . 

Do n ' t AP Y t lll> t . 

I t ls 311 t nere , ec 1! you oeo~le will 6~ 
down a t one o ' c l ock, i t ' s All or~ercd . I 
t rl ed t o <;1\•e i t ba ck Bnd co•J ldn 1 t . Have 
you P!l met Hr . '1\ley? HAve you, ~oley? 

.lo , I hAVen ' t . 

Sul l lvPn , ~id yo•J meet h i m? 

Ye~ . I d i d mBEot hlm. 

Do ynu !ino11 !iarol~ GrPvea? 

:{c oe t 11 long time ngo . 

I don ' t t hink I heve Met you. 
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H. ~.Jr : 

Gravoe: 

H. H.Jr: 

Graves: 

G11ston: 

H.M.Jr: 

GRaton: 

\lh1 t e : 

H.II..Jr: 

Gneton: 

H.!~.Jr: 

Foley: 

H. II.Jr: 

Sull tvRn: 

H.M.Jr: 

SullivAn: 

H. M.Jr: 

Sull1van: 

I 

- 2 -

You remember him from Belgium, Harold' 

Yea, indeed. 

• 

1/hen he was prime minister or Belgium tor 
United States and gave them the works . 

Sure. 

The meeting o r the Adv1eorr Committee to 
Colonel M&xvel l , the admin1otrator of export 
control, vae concerned yeaterdar ~~than 
order re~I1Rt1ng the export or steel fabricated 
products. That is llll r ight . The only other 
thing vas that he d i stributed copies or a 
e~'8ry or the accompl tehoente or the Export 
Control since ita creation. Ir rou would like 
to tAke a minute t o reed it --

I certninly do not. 

It is fascinating. 

lton 1t take long to rend. 

I only reed detective stories. 

I JuRt wAnted to ear t here ie 8 l etter here 

28 

from him s~y1ng t hAt he hAs oubmitted t hat report. 

You (Foley ) bPven't h11d time? 

ThAt is right. 

The eeme to you? 

I haven't even hAd brellkfaet yet. 

You have loot weight, too, haven't you? 

Thank rou, sir. 

Haven't rou? 

It is the first kind word I have hAd ~n my 
figure eince I cane to town. 
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~: . ll . Jr : 

Sulll v11n : 

GPoton : 

u . :~ .Jr: 

Sulliv"n: 

ii . :!. J .. : 

9ull1vnn: 

H. ?! .Jr: 

l! . !'.Jr: 

Sull1vnn : 

- 3 -

HAven't you? 

I th1nk so. 

I re~e~ber way bAck in the onmpatgn that 
!1r. Sullivan mllde flome oofteches. They were 
very good. 

Johnny, one of t he thlnga th~>t yo11 and I have 
got to c!n when I get bP~lt, 11 th1ng liS have 
never done befor~>, nnd I ~ieh you ~uld carry 
tt, I wont to go out and eell the presentation 
.,rogr11m to the oubl1o. And whet we are go t ng 
to do now. One or the t h tnga I vant to do, 
I want P nu~ber of t nlkP o reoared . I vent to 
go t o t he .,eoole and eell theo a ~rogrnm, for 
the ftret thtns, o f Maklng lt t~ooeetble for 
states and municlpalttles t o sell tax-exemots . 
I " "nt to put on a regulPr CI!J!Iooign, •md about 
'2, nOO , OI)O , I10n tlorth of eeourit1ee of totl\lly 
ti\X exe!llpt non-F'edPrlll 8PCur1Ciee are com.1ng 
due next yea r . Mr. Bell is my nut hor1ty. I 
wnnt to reelly nut on a oellJ.ng Job with the 
0eool e, explain to them that thts money goes 
into the•e tax exemptA , tt can't be use~ for 
tor national def ense, et cetera , et cetera, 
ve don ' t col l ect the revenue. I went t o put 
on a real ePl l 1ng Joh. 

Are yo~ restricttng th't to state and 
10un\ct pala or also Federals. 

~e whole worY.o. I have always ti\Y.en the 
poeitton - I c!on 1 t w~nt to havp \t Just the 
Federsl, out the wh~le ~rka. 

That \a r1ght. 

But i nsteAd o f waiting and ~11 thie Jockeying 
in Congress, I wAnt t o put on a renl cempai gn. 

YP~ . 

So if y~u would hP working on thAt. 

You w~nt about four e.,eeohen? 
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I' . . :. Jr: 

Sull1v~>n: 

H. :.:. Jr ; 

: .... Jr: 

Su 1!' VIP\ : 

r. .... Jr: 

SJ 11 1 VIlli: 

H . . ~ . . ., r : 

H . :.~ . Jr: 

Schw~r: : 

- " -
Yea, ror you end me. 

Ri ght. 

And the o ther thing, I wAnt to get out a weekly 
ot etement showing how much r~venue we hnve 
collected, how much goe• out to the nnttonel 
defense, end how we •re paying tor t hem weekly 

30 

or ~emi-monthly. I want t o educate the people 
en how much we are a?enring rcr nPtlon~l defense, 
how w~ e re ra1a1ng the revenue , who is ~eying !~r 
it, • ..,h? le not paying ror lt. In ot hf'r >tOrda , 
I ..,.nt to really de an eduoPt \onnl Job on tue~ . 

Yes. 

And no t uPe \1; the wl\y ,.e hnve Alw~tys 4one 1 t 
befor e, wait unt t l we get u? on the P-111. You 
hllve go t t hree .... ePkP ,..h llc J am gon!' t o bring 
H i n a ai :npl e >:1\y to t he peo 'll e , so they can 
understnnd. So muon is bein6 ""ent. ·:e have 
150 t to bor row ~o muoh, we have go t to ;;o in 
debt so much , ROd we ~tre ~ett\ng AO much from 
rev~nue . G\vp \t to the collectors o f i nt ernal 
revPnue and eo forth nn~ eo on, thn t they CP.n 
u"e, A t horough se l•~m~nc~t~ Joh. 

l\11 J:1ght; . 

Yo•• ...,tll Pe;r ee -.. 1th "e , do you? 

I <l.o . 

y,. p . 

·~e i' ~ve never ~one t hAt, nnd I •·an t: to do 1t. 

!l"" thnt !len t q here y~u might w11nt to suggeat -
a t the c r e s s conf e rence you 1\re go i ng to be 
Psked about the t i nnnoing orogr8m on t he bills . 

Dnn w1ll be here . 

~ine. I thought the atQry lh1o oornlng wns 
oret ty good. The oth•r th\ng, I wnnt to cell 
your attention t o Cnrl Alltn ' s story on the 
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H . !~ .Jr: 

H. I-!.Jr: 

Schvar1: 

H. l! . Jr: 

Coohr~n: 

Cochran: 

t!. t·! .Jr: 

Bell : 

H. ''· Jr: 

Gaston: 

Bell: 

Cochran: 

- 5 -

eXPort of plAnes tor BritAin 1n the Herald 
Tribune. 

The CAmpaign 1o over. 

They will ask about 1t. 

I meAn, it ie eo r1d1ouloua to take one month's 
export figures and multiply them by 12. The 
icaue is over. 

That 1s all . 

Merle? 

You remecber that Mr. Cooper br ought up that 
poin t about the British purchae l ng tax. 

I don't understPnd it. 

There 1e en srticle in the Star or yeeterday 
about that. 

·.fell, l~r. Sullivan 18 b11.ck . 

It i e B Customs matter. 

\fell , Hr. GAston i s bAck. 

:1e have had A lot or convere&tlons w1 th both 
the 9ritieb Rnd the State Dep@rt2ent on thP.t. 
We don 't s~ec to have any out on it. Tne 
British wanted us to go to Congress and get 
a latt under whi ch ve could decl~re that that 
ourchPse tAX vas not a osrt o r the coat p rice 
o f the p~ducto but thAt would aimoly upset 
our l1hole revenue schedule . It vculd cons1tute 
A glaring exceo tion to our generAl revenue 
scheme. 

I think Merle's QOint of View 1a that t here 1s 
some publicity going on which is adverse to the 
Treasury and with the cPmpeign it ought to be 
offset some way. 

I thought it ~s a little unusual that it 

. . .. . -' ., 
• _ • • .' • '\ 1 • ' • ,• 1_ ' e: ~ ~., • • \ .. - "" ~ .( •, .. j , ~ ••. . . • rt· 

• . - • . ....,_, ··~ • • • - • •..., •.. • I 
.. l- - .. c '-"j.. : • f ,· '1. ... I .... • ' ... r 0 : 

• • 
• . . 
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H .. ~ .Jr: 

<l~o ton: 

!l . :~ .Jr: 

G~<8ton : 

P. . !t..Jr: 

~' . !{ , Jr: 

H. :CJr : 
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qhould ~opear tn the St~r. New York commerci al 
onpero mentioned it, but 1n the Star--

Well, they r~ve got this comminet on here now. 
I 11ill l e P.ve t t with Gn P ton, Pnd the other 
thing , Purvis l ast night ot~1d he never thought 
he 110uld hllve t o come up to the TrMaury to 
complain about ~ slowing u? eh t pmentA to 
Europe . 

It seemed t hP t they cleare~ with the State 
Deoartment t he t they cPn otrengt her. the decks 
ot No r,..eg1en boa ts t o r gun mounts and hllve the 
wo rk done 1n this country and everybody sa1~ 
t hey 0o t 1t through t he State Depertoent. Then 
along cones Coast Guard And says no , that ie 
~:"C1n~;" vessel and you can't do •t. 
'iho WA ll 1 t? 

lie hAd an Agreement with the Stnte !lepertment 
if the Stote Deoartmcnt hPe Agreed wtth the 
British t hot they can strengthAn decke for the 
oArtlcular purpose of a gun mount , then they 
hoven 't told us ab.,ut it, because we h~tve en 
~tgreement ·.tth State and Justice t hltt they 
could not d o tt. 

So they sold you down the ~iver. 

1/ell; '>f course, 1t i s diolom~ey . 

nll ri~~t. ?ut anyvay 

'fuen Sta te :eoPrtaent and Ju~tice tell us we 
cPn ler. the~ do 1t, w8 will let the~ do 1t. 

'i1ll you cell them up? 

Yea . 

This morning . 

CAll up - -

Anybody. Then tell Pur·r1s or Ph1l1p Young 
what the answer is • 

.. 
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Vbat we did do with them, where tbe7 bad 
materiale manufactured here by Betblehe~ 
Steel and othere, eteel etanchlona and all 
that eort ot thing ~nd even the actual 
gun mounts themeelves, we l et them put those 
aboard the eh1p and men1teet them ae cargo 
to the agents or the ahip at Halifax and 
install them up there. 

This ia the strengthening ot the decks? 

We had eases ot that kind where the timbers 
wer e ahlpped to Halifax and they did it up 
there. 

Will you take care ot that? 

'!ee. 

I e•n• Sumner Welles th1s morning and he 
reminded me that I would et e that thls 
Argentinian miee1on vas taken care ot and 
he wanted t~ know who would ~ee them and I 
said inaamuch ae Mr. White wen gotng to get 
hlmaelr well vhlle I was gone , l~r. Bell 
would carry lt. 

What will I do with them? 

Well, ve will hsve ~n agenda, detailed. 

Will you carry it? 

I will tr7 it. 

!larry will tell you. 

All right. 

I take 1t that your idea 1e to go lnto the 
matter and continue discueeione until you 
come baclr.. 

That 1e what I was afraid ot, a whole .-ontb. 

• 

• 

And whlle I aa gone, l!IAir.e eu re tba t Merle Coo h1'e.n 

• • • 

\ 
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doesn 't give them the Btsbilitation Fund. 

The Argentine --

I wish I was as safe on everything else ae 
I &m on that. 

The Argentine Ambassador oellod awhile ago 
and wanted to know if he ~ould eee you before 
you go t awa~ and I told him no . 

Anything else, Merle? 

No , sir. 

l!r . Wiley, have they got you fixed up with a 
room? 

Very well, eir. 

Is Thompson t~king care or you? 

Splendidly. 

You ere down 

Right bel ow. 

You are all right? 

Fine. 

Is there anything you wont to ask me before 
I leave? 

I don't think so yet. I am Jus t gett ing 
started. 

You asked us to ge t up th1o letter to the 
Preaident. 

Yes. There has been a lot or Fifth Columnists 
around here trying to keep me rrom •ending it. 
Let me read it out l oud. I am having lunch 
with him. 

You are having lunch with a P1fth Columni s t, 
you eay? 

34 
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No, I eay there arc a lot or Pitth Oolumniete 
around here who eTen though they aay they are 
aick, come around and eee me , trying to atop 
th18 letter. 

(Mr. !/hi te looks behind eoraon) 

I thl.nk he has gone. (Laughter) 

"!(y dcllr Mr. President, during the past two 
months the Treasury hl\e biiM etudying and 
discussing vi th t he State Department and other 
interested agencies the extension to vlder areRs 
or t he p resent system ar exchange control, ~loh 
has thus tar been a pplied only to inTtlded countries 
or £\trope and their nationale and colonies. It 
is my recommendation tha t exchange control be 
extended to all foreign countries. 

"(1) Exchange control i e the moat effective, 
comprehensive and flexi ble instrumentality t or 
controlling internat tonel troneactiona ot every 
kind - trade, capital movemente , tourist expendi
tures, financing o r subversive activities, etc. 
The control may be oxero1aod in moat internationsl 
trgnaactions einoe auoh trenaaotione usually 
involve money paymenta. The ayatem ar lioenaing 
will permit va rying forma or treatment tor different 
countries , for different commodities, or tor 
different transaction~ - va rying all the vay 
from complete economic blookede against a selected 
country to conserva tion or etrategic mater1ale. 
Exchange control would be adlllinlstered in accord 
~~h, and as " supplement to, our national 
pol1oiee. Licenses c~n be granted or denied 
o r otherwise dealt v1th in aocord&nce 'With eucb 
governmental pol1o1ee in a variety or fields. 

•It 1e 1mport~nt to note thAt by the iaeusnce 
from time to time or general 11oeneee vbloh say 
be modified or revoked, tr~de and t1nano1al 
transactions vith certain countries or ereae 
oan go oa substantially on the aame basis as 
though no control applied to that country or 
area. 
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0 (2) Such control will be or eigntticant help 
in dealing with propaganda and subvereive activities. 
We have had extensive evidence tn recent weeks or 
the wi thd1'8wal by the Axis powere or mllliona or 
dollars tn United States currency and the shipment 
or such currency to Latin Amertce. At present we 
have no erreetive meane or controlling such action 
or even or obtaining adequate inrormat1on aa to the 
use or suoh tunds. 

"(}) Protection and control ot the aeaets 1n thie 
country belonging to the invaded countries or their 
nst1onela neceesitete general exchange control 
because --

(a) very large amounts ot such nseeto in th1a 
country are nominally held in neutral 
names, particularly Swiss, and as a practi 
cal matter such assets have not been brought 
under control, Md 

(b) large aaounts ot the aseet e or the invaded 
countries have come under the control or 
the aggressors who, either directly or 
through neutrlll countries, mey sell euch 
aseets tor doller exchange. 

•(4) The existing control hAs been criticized on 
the groun~ or inconsistency. We control and 
reetrict reliPf payments and other reotttances to 
the tnvaded countries, but freely •llow all re
r.>1ttancee and payments to the aggressors. 1•/e heve 
blocked certAin or the invaded countries but not 
others, such as Chins, Polend, CzechoslovAkia, 
Albenis, etc. 

"(5) The census of all foreign-owned assets in the 
United States by countries end by indiv tduele will 
turn\oh VRlu~ble informAt ion concerning f oreign 
parttoipetton in American industry and other 
problema before ue. 

"Almost eYery coo.1ntry t n the 100rld has acme tono 
o r exchllnge control. Americans h8Y1ng aseeta 
abroad find their us@ or such aeaeta greatly l i mited, 
in some oases to the point ot vlrtuRl confiscation • 

.. 
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Exchange control by tbie Government will put it 
in a better position to enforce and protect ite 
claims and the claime of ita citizene againet 
foreign n11tions. 

•I am eatiefied that extension ot exchange control 
la an important, if not a vital, element or our 
detense program, And >Ould be well received in 
thla country. 

•I am sending a coQy or this memornndum to 
Secretary Hull.• 

Now, have you eeen this letter? 

No, 81r. 

Do you ~ant to make sny com~ent? 

It eounda all right. The coament I would like 
to make is, I would like to see lt eent to the 
~ecretary Of StRte inateed or the Preeident. 

\/ell , llerle made a oom:nent , wrote me l ae t night, 
in l<hioh he GRid that this committee had heen 
appointed and we ha~n ' t done anything about it 
but it wasn't up to ue to call tbat meet ing 
together. 

But I thought it we had a oroblem we ought to 
get in touch with them betore we made a defin ite 
reoly to the Preeldent. 

As e matter or protocol, you are right. 

Since ve have had it up twice 1n group meeting• 

That 1" the point. lie have had it up twice and 
nothing haopened. 

There waa something said at that meeting. We 
were trying to recollect derinit~ly. It vae 
t o the effect that the metter would be taken 
up during the week, and it ie nov ~tlmae t a laODth. 

Mr. Hull wee to get in touoh with --

3? 
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Whioh 11de are JOU on toda;r, Harrr' 

I M on the eue side. I thlnk the letter 
ought to be sent when JOU oome back. I thlnk 
the letter ought to be eent to t he Preeident. 

1/haU 

I think the l etter ought to be sent t o the 
Presldent when ;rou oome back and thAt will be -
three weeks wlll have elapeed,and b;r that time 
posel bl;r the State Department may bring 1t up 
1\gain. 

Ho, you know dum "ell t he;r von 1 t. 

Tbat is vhy I think ;rou ought to eend it to the 
Preddent. 

I t hink the St a t e Depart ment ought to be given 
an opoortunit;r t o Join 1n thie letter to the 
President, because if the;r won ' t do lt, I think 
we ought to give t hem notice that ve are going 
to send it to the President an;rva~ llnd ve ought 
to Just give them a t ew minutes toda;r to re
ciprocate. 

There will be numerous objections, and I t hink 
you ought t o be here t o detend t hem. That ls 
another reason. 

Three weeks is to~ long. 

Then you might leave it v1th eome special 
com2ittee, either that or send i t a week trom 
'IOV. 

In writing my letter to l!r. Hull , I o&n rewrite 
t hat 1\nd eimpl;r ea;r in vi ew ot m:r leaving en a 
boli da;r and the eeriouenese or the situation, I 
am leaVing with t he Pree1dent a meCIOI'ftndWI. 

A me~rendum instead ot a letter. 

A memol'ftndwa on eJ<chAnge control. Mr. Bell would 
like to diecuae this matter v1th JOU at JOur 

Regraded Uclassified



Cochran : 

tL~~.Jr: 

\ibt te: 

l! . l!.Jr: 

'ihlte: 

H. M. Jr: 

Cochran : 

H. !!.Jr: 

Cochran: 

H. !!.Jr: 

Cochran : 

!!. !!.Jr: 

'./hl te: 

l! . !!.Jr: 

1.1hlte: 

l! . !l.Jr: 

Bell: 

- l) -

earliest convenience. Do you teal a little 
better, Merlet 

Some. 

All right. 

Would a happy compro~18e be to state Just what 
you have but add a phrAse that, •I would like 
to send th\e to the President unless you have 
eooe objection. • 

No, I am going to give 1t to him at lunch, 
!larry. Three weeks 1e a lifetime. 

Not on this. 

39 

Well, th1A 1a one ot the timee t hat my mind ie 
~de up, one ot th~ tew times. I dieagree with 
you. It will take several weeks to get it through. 
I don't want to wait t1ve or e\x weeke. I will 
call up Hr. Hull on the telephone and tell him. 

Fine. 

I will do it th~t way. I will call him up on the 
phone and aek him 1! he hA11 any obJection to my 
le~ving thie ~eaorendum with the President. Hov 
would thAt be? 

That 1e nll right. 

That would tAke the curee ott , wouldn't it? 

I think eo, yes. 

I will call him up on the telephone. Does that 
make everybody hAppy? 

That 1a much better. 

Much better. 

Dant 

A little better. It 1e getting oloeer.· 
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All rlght. •ov, bov far have ve got. Mr. Vlle7t 
Oh, Pehle, JOU geve ae the letter. 

'l'bat U to be changed to the toN ot e aai!IOnnduat 

Yea. 

Rather than a letter. 

Ph111pt 

Joe Green called ~~~ up laat night. 

'What 11 thatt 

Joe Green o&lled ae up last night. He bas Jue t 
received the .. oond •eoor&nd\.UI I wrote to JOU 
lAat veek, which traveled evidentlJ t he eaae 
route, via 8timeon and Hull, reporting on •1 
oonvereation v1th hla, vhlch probeblJ gave hlm 
good reading and evidentlJ - oeueed eoae diacueaion 
between h1a and Mr. Hull, eo I told hla I w.a 
properlJ aJSPethetic and I wouldn't have written 
the aemorandua t hat wa7 it I had known lt wae 
going to be diatributed. 

It 7011. had ltnovn he Vl'\e 11eten1ng. 

Mr. Vile)', at t he atatt conference, tt 7011. want 
to change JOUr a1nd and go back to the State 
Departsent, 1t thle ie too tough oompan7 tor 
JOU - I don't know whether 7011. are golna to be 
able t o stomach u.a or not. 

I t hink ao. 

Vh!lt haopened vae ver7 tunnJ, tt lt wan't eo 
eerioue. Mr. ltiaeon called me up on the vtre 
and ea1d, ae e freat etudent ot intemaUonal 
l aw, •e, 1IOUl4 t1nd eo• va7 ot getting then 
planee wb1oh are on the WJ to IUu, wbleh vere 
nov in the Philtop1nee, over to the Chineee, and 
I ea1d I would loYe to, an)'thing to help the 
Chlneu. lo .. 4o 1t and gln the• a.a7 and 
ctn 1t to the Prealdent at Cabinet and tbe 
Preei4ent ea7e t o Mr. Bull, "It it ie lecal, 

• 
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I would 11Jce to hAve 1t done," and Mr. Hull 
sai d, •I vtll taLe care ot it.• So I celled 
hia up a couple of days later and he aaye, 
·~ny • - he seemed su~rlsed. He had otarted 
the t hing. In the meant i me, Joe Green calla 
up Philip Young and gives him 1\ calling down 
to r having ~hie bright idea and Young aa1d, 
•:;ell, you oight b e interested to !<.now vhoae 
idea this i s. It isn't mine, 1t 1A Mr. Hul l'a.• 
So that lett Green bra~tthlese. So then we find 
out later on that Green, the same dey or next 
day, tells Young that the Ar3y wanted these 
planes and it vas ell ott. I called up 
l~r. Stimson and in s sort or aertoua kidding 
manner said to him, 11 \ihy put me to work studying 
law books all night and then find out that you 
don't want the Qlsnea?• He really vfta quite 
excited; so much eo, that he aeked me to send 
Young ' s ~emorandum to me, giving me the ineide 
dope about Joe Green, to him, and he waa eo 
excited that he t&Les it and walks it over to 
the State Department himself end laya 1t on 
Mr . Hull's deok, Joe Green saying that the 
deal wee orr. Hr. Hull goes through the ceili ng 
and says, •rr it i s, I never heard it. I ordered 
it to go through.• And Ph111p Young's Meoorandum 
to me, to Stimson, to Sulliva n, f i nally reRched 
Joe Green. Have the Chinese go t the plenes? 

No, the deal 1a at1ll ott according t o Joe Green. 

Joe Green had better be careful. 

He aaAures me 1t is all settled now. 

Anything elae? 

No . Anythi ng new on the llcReynolda picture? 

He waa t~ call you (Secretary ) by noon today. 

Remind V.ac, will you? 

Yea, sure. 

He wlll never br1.ng 1t o•er, 1t you don 't. 

• 
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He said he would have it to you by twelve 
o ' clock. 

George? 

I have nothing this morning. 

llnrry? 

I have a rev things, but before I eay them, 
your suggestion vith respect to t~es has 
brought to a head someth.ing that I have been 
reeling and others have been reeling, and we 
were talking this oorning very bristly, about 
the tact that somehow or o ther it seems to us 
the Treasury i s doing more than any other 
deoartment in genera l and eocehov gets less 
defense and the public is less '~re or the 
ieaues at stake, etc. I ~ wondering whether 
you wouldn't care to extend tho se 1notructions 
to constitute a committee to examine what sort 
or a one yellr program can be laid out. There 
nre ell eorts or possibilities in the way ot 
articles, spee~heo by the starr, on the numerous 
Aspects which the public ought to be informed 
or in order to enable them to get behind the 
kind or legislation thet we would like to see 
in monetary msttere and exchange funds and 
Coast Guard, CustomP, etc. I think there 1s 
a b1g field that can be accomplished over a 
l ong period if every avenue is t Piten advantage 
or. I don't think detin\tely it has been. I 
don't t hink the starr has been making either 
t he talks or the soeechea or writing the articles, 
etc., t hat they should be doing, not solely tor 
t he question of getting the public to understand 
what the Treasury has been do ing, but more 
important t o get the public behind the kind 
or pol1oies wh1oh the Treasury etands tor; a9 
it you would care to consider appointing an 
inrormat1onal committee to outline some plan of 
atteok tor the next year or two, I think something 
may well be aocompli~hed. 

Well, it will be part or th• t thing that Bell 
does in connection with intlatton. and that sort 

I 
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of thing. It iR part ot the same thing, 
don 1 t you think eo t 

It all t1ea in there, all phPaes of it. 

That is right. I noticed that the Council 
ot Defenee has adopted the - hae begun the 
orocedure of getting out a weekly releeee, 
rsther lengthy, on the various activities , 
etc, not that we >~ant to pattern tbllt, but 
they are aware of the need to sell their work. 

I think you are right, Md I think th1e meeting 
that Sell has once a week, that that i a the 
perfectly nroper place to take it up. 

I shouldn 1 t think so, but 1! you thtnk so -

Vell, talk it over with Dan. 

I mean t h8t that pla.n wae oroper. 

All right. 

You eight be interested in knowing that Greece 
baa about 42 million dollars here. HAlf of it 
is private. An e.xal!lination of the uterial 
put out by the Department of Agriculture, which 
\e very excellent, and the material that you 
send us, which you get confidentially on the 
food situation in continental Europe, indicates 
rather clenrly that t here should not be any 
&tarvat1on in Europe it the food ie properly 
dietributed, that if there i e atarvntion in 
Europe it is because of German uneu•ering of 
the mat~"1al. The letter ~ich Soong sent you 
about this tank agreement Which you wnnted to 
know ebout, I think you cnn Just oYerloolt it. 
It is something lhllt hils been known tor many 
years. H~ merely wants t o call your attention 
to the t act that the Japanese ha•e long been 
planning thie extendon or aggreuion end that 
the United States ie one of the --

Ia it worth reading? 

Yea, it ie worth reading. 
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Give t~ to Mc[a~ and I wtll t~ke tt along 
lt1th me. 

Tha t 1a all. 

H11rold? 

Our people who have been studying thte mint 
proposit ion, that te, the propoa1tton to 
establish a mint in the Middleweet, or at 
least an additional mint, have Just about 
!1n1shed their Job. We now know the type 
and si~e or the institution we would want. 
I ! you have a few minutes toda y, I can gp 
over that with you. 

Just go ahead and do it. 

I w11e going to aa~ if it would be satisfactory 
to you, we will take it up on that basis with 
the FederAl Works Agency. 

Yea. 

Of course, I will go over it with Mr. Bell. 

Yes, but I don ' t want to do it. O~~y? 

Yea. 

Norman? 

I have nothing. 

I will see some or you but I may not see the 
reet or you. I am eorjy I cannot partake or 
the lunch with you. It ie there, eo I think 
I will say goodbye nov, formally, ftnd I will 
he back it everything i s all right, about the 
28th of November. 

Bon voyage. 

Happy voyage. 

Ae I t old the President About two o ' clock in the 
morning, we have Just begun to fight. Goodbye , 
everybody. 
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Hello . 

November 7, 1940 
10:25 a. m. 

He's coming right on , air. 

Hello. (Pause). 

Hello, Henry. 

Hello, Cordell. 

What's going on over there? 

Well , two t hings . Firat, I'd like to thank 
you t or lending me J ohn Wiley . 

Well, I think John 1e an exceedingly bri ght 
tell ow. 

Yes , he is and he's going to be very useful 
and helpful to me. The other thing i s this: 
I ' m golng away after lunch on a holiday 
and the President has done me the honor to 
have lunch with him. 

Yeah. 

And I would l ike t o use t hat opoortunity 
to leave a memorandum wi th hi m on exchange 
control which I would send you a copy over -
I was Just writing it nov. I didn' t know 
I was going t o have lunch with him. 

Yeah. 

And then Bell wil l be here to diseuse it 
with you. Now it you aay t o me, Henry, 
you'd rather diecuea it first and eend it 
over to him later, I'll do anyway you eu.ggeet. 

No, it's all right to take it right up there 
and then we can follow up anytime. 

Right. Well, I'm juet leaving - normally I 
wouldn't do it that way but ••••• 
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H: 

H.M.Jr: 

- 2 -

Yee, well that'• all r1&ht. 

••..• but I want t o aaka uae ot tbe chance 
ot aee1ng bia, and I'll tell b1a that I'a 
go1ng to have Bel l call on 70u and take 1t 
up with 7ou. 

Al l right, Henr,. 

Ie that all rightT 

Yea, air. I hope 70u baTe a tairl7 reattul 
·noat1on. 

Thank 70u eo aucb. 

Yeah. 

Oood-b7e. 
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Jn•'ber Y, lNO 

JWI()IUJDtlK FOR m PRISIDD!a 

DarlA& the paat fn 110atbe the !rea1UJ7 baa 'been ehblD.c 
ana 4110UIIiic wltb tho State Dtpart..nt ... other lD.ttreetel 
ICIDGill tbl llttiD.alOD. to w14tl' areat of tbl pi'IIID.t IJit .. of 
uohqt oontrol, wblob haa that tar 'been appl114 olllr to 1an4t4 
ooutrl11 of lvope a4 their aatlonall ..a ooloalu. It h It' 
reoa.a.D4at1on that ezohaace eoatrol 'be ezteD.4ea to all tort1Ka 
ooutri11. 

(1) lzohiD.Ie eontrol 11 the aoet etteetlYe, oa.pNhtntlYe 
&D4 tlezlhle lD.et,...ntallt,r tor oontrolllD.c lD.tei'D.ItlOD.al traat• 
aotloaa of ner.r klD4 • tr.ae, oapltal an-nh, tovlat uptD41• 
tur11, tlD.uolD.c of n'bYertht aothltlea, ete. !he ooatrol aq 
hi ezeroitel ln aoat lD.tei'D.Itloaal traaaaotloat alnoe tuah 
truuotloaa 111uall7 lD.YOln •OUT piJMD.h. !he qat .. of 
llotDtlD.c will per.lt •IJ71Dc to,.. of treat-tat tor 4ltfeNat 
0011Dtrlea, for 4lfferent eo..olltlet, 01' for ilfftrent traD.III• 
tion• • •117~ all the wq fr• oa.pltte eooa.to hloob.ae 
aeeinat a eeleott4 ooaatr.r to oOD.Iti'Yatloa of atrattgle aaterlale. 
bOhiD£1 OOD.tPOl WOU4 'be .aalD.hhl'li 1D. aotord wlth, W at a 
lllppla .. at to, ov utloaal pollolu. U1ta111 oaa 'be gPaatea 
or hnhcl. or othtrwht a.alt wlth 1D. aoooHUUte wlth alllla cnen
.. atal polloloa in a Yarlet,r of tlelae. 

It 11 lllportut to DOh that 'J the beuue tr. tS.. to 
tt.. of e•••ral llotD.aee wbleh aq he ao41tle4 or rnokea, tr.ae 
&D4 fluD.olal traD.IIOtiOD.I with Oll'tala 0011abl11 II' areal OlD. CO 
OD. auhetaatlal}T OD. the •- hath at thoqh DO eoatl'll tppllM 
to that ooaatr.r or area. 

(2) Sah ooatrol wUl he of lli:Llflout help 1D. 4tallaa 
with propqlll4a ..a lliWII'the utldtlu. We haYt lla4 eztoaebo 
••14enoe 1B POIID.t weeki of the wlth4r..al bJ the Azlt power• of 
alllioat of 4ollart 1D. Ualtoi Statu ovnaq a4 the abl.,...t 
of 1110h evrRIJ to LatlD. AMrila. At pNtiD.t we ban no effll· 
tin MIDI of ooatrolll, neb aetlOD. or nea of ohtaW111 14•· 
quatt lato,..tloa aa to ho ate of ... h flla4e. 

(8) Protoetloa ana eontrol of the aeeot1 1a th11 eowatr,r 
btlonclD.c to the la•a414 ooaatrlee or their natlOD.alt ••••••ltate 

../ 
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auenl IIUup .. Vel , ...... -

(I) 'fll7 lup ..... ,. If nM HHte 1a WI 
... ,17 ... I"'N'b Mlt Sa Ulltnl 
..... )lrilftl .. q hl111 ... H I , ... u. 
111 •HH nM UHh b'fe Mt ... ""' pt 
~· ••'"1· .. 

(\) lup ..... te If tM HMh If tM la'f .... 
... t.lee b'fe •- .Ur tM ••tnl It :t:,:f"'"" ... , eltMr tli'Htb II' ... ,nl ... blll, ..,. .. u ... 
UMtl f .. I.U.. ......... . 
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(' ) ft.l eabtlac .. tnl 1111 "- erltlelMI • tM pa ' 
ot luoubt...,. W. ••tnl u4 natl'llt nlllt ~tl Iii 
.~., ..t.ttiMII te the la'f .. el ... trlea, Wt fi'H 111 .. all 
rtaltt ........ J.,.." ,. tM ............ .. b'fe Mill& .. ... b.ll of the la'f el ... trlea Wt aot etun, nM u CUM, 
Pol ... , Ca..Ualn.U., llliiP'•• etl. 

(i) !\1 ...... It all fonlp-..... UMtlla tM lalW 
Stat .. w ... trlla ... lr lall'f1111ila wlll tuala •llu\11 
lato,.tl• •--•nlu t1nlp pertlelJ•tl• Sa AMrlau s.a .. "l7 ... •tu• '""1 .. "'''" ... 

llMat "'17 ... \1'7 Sa tM wrll w ... t•• at uekup ••tnl. AMrlaiM M'flac uMte a\nM flal tMll' ... 1f •• 
1111te &l'latq lta!W, 1i •- IIMI t1 tM p1lat 1f •ll'tlll e.tlleat1•• b~Uap 1•tl'll 'r ~11 ...,,,_,will C! lt Sa • \attll' pellU• t1 iafii'H ... pl'ltMt lta 1la1M... elallll 
of lb 1ltb1U •'••t fll'llp uu ... 

I • aatlatlel tMt lltlul• ef 111~aap .. tnl ll • • penut, 1t Mt a •ltll, 11-t If .... w .... , ... .._ ... ...U ... u .... b .. 1a w. 1 .. '17· '· 
I • .... ,,, a • ., If Wa _....._ te ..... ,117 .. u. 
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51 
TREASURY DEPARTMENT 

INTER 01"1'1Cil CONNUNICATION 

TO Soaro~ar.r Korcon~ba~ 

Mr. Cochran STRICTLY CONFID EN TIAL 
I ban no~ 1Dit1alo4 tho clratt letter to t he Pr01iO..nt rec..,ID41nc tho uhnolon 

of our control to all foreicn co=trioo , !aldnc 114...,.~ of 7our wcgooUon ...to at 
tho Staff Keotlnc JOoterda;f to ~ho effec~ that &DJOU who alii>\ no~ be 1D acro•en~ 
vl~h ~bo letter ao drafted b7 our Group wao free to nlalt a a1Dorit7 reco.aon4atlon, 
1 be& to nlalt the follovlnc pobto: 

1. Slnoo the aattor of oxt«ndlnc our contr ol to non- inY&do4 countrloo lo , ln 
D1 mlnd, a matter of maJor foreign pollo7, tho quoetlon ohould be dhauuod f ullT 
between tho !I!r eaney and Stato Dopartmmto before &D7 reo..,ond&Uon 1o aado ~o ~ho 
Prttldont. .l.t tho .. eunc hold in Secre~&rJ llull 1 o of flco on October 8 ~onto 
, ••• proYldod t or a coan~tee clr&WD fr .. ~ho two depar bonh which would ·~udT thlo 
TtrJ queotlon ot oniD41nc tho control. The 'fraanrJ bao not oucceoto4 tbat OOich a 
coacH teo aoot, and ha o not aolced Kr. llu1l to call the co-ltteo. In tho aboiiiCo of 

action, it ooao iapropor t o 110 for tho 'fre&nrJ D"P&&'taont to nbalt dir ootl7 to 
ho Proal dent a aopa.rato roco-ondatlon ao hoportant lJ attoctlnc Stato D"P&&'~•ea.t po.l1C'7 •' 

2. I aa not conTlnood that our J'oroign Jundo Control ao p reoentl7 conaUtutod 1o 
equlppod to chock ofteotlnl7 t he ut1lbat1on in thlo counti'J ot tundo f or oubnrtln 
act h i tleo, Exhncllnc tho control to oonr all count rho of tho worl4 alcht poral t our 
Control t o acquire certain laodo, but 10110 other ageJ~QJ would otill baTe to bo depon414 
u;>on t o follow "!> tbooe laado. 'lhe Job h one ot d .. eoUc p ollcin&, rather t ban one ot 
control of for eign om~. !o roduco tho llltollbood of foroiiD. go,....,.onto ep....tinc 
aonq for pr opaganda 111 thlo cOUDti'J, I think we ohould a ole tho Departaont of Juotlco 
to draft legiol&Uon towar.d ~bat end, rather than oot 1n action llllch a pondor ouo nnd 
dtu>gtrouo weapon at that which we aro now conoldorin&. 
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tO 

TREASURY DEPARTMENT 

DAn IOftaller 1, 1NO 

Sacra~ Mor11at~ 

CONFIDENTIAL Ill". Oooll.raa 

bchtara4 atarl1ac tra.aucuo,. ot tho raporUac 'baaka wan u tolloao: 

So14 to ~o-...,ial oo..,...,. 
PW'chaaa4 tr .. C-roial COOCOJ"IUI 

~.ooo 
W , OOO 

Opoa Mrket ater1lllc ra.aiu4 at ~04 uU1 lata 1D \ha ..,. 
•.04-1/ • · !rauaouo ... of tho raportlllc loMb wra aa t olloaa: 

It cloaa4 at 

So14 to ~-rcial coacar!UI W , OOO 
PW'chaaa4 fioa C_...,ial CODCOJ"IUI -().. 

Coat i.JN1DC i ta 18pron•at, \ha Arii&U ae traa peao a41'&DCa4 t o ,236() at 
the clo••• Laa\ •••k' • eloetac raM • •• . 3336. 

!ha other curraao1aa o1oaa4 aa toUoaa1 

C• n•d'•a ct.ollar 
lllr1aa trua 
lllra41ah ll::roaa 
lle1~k 
Lira 
Bra1U!.aa a1lra1a (t ... ) 
Mu1caa peao 
C..hu peao 

13-1/~ 41acout 
.23n-1/8 
.338& 
.tOO& 
. 0806 
.01506 
. acno 
t-1/~ 41acout 

!hera ware DO C014 t .......... UODa ~o-ta4 l!r U , ....,, 

lo "" col4 nps-•h wra raporta4. 

lo col4 or a1lwr pr1oaa wore raoatw• troa la41a "-• Aooor41Jic to -
ltw York lleak, tba ._..,. l>all1oa -t 1a .n.-11 aaoa1Uw to la41a!t pol1Uaal 
•1tuaUoa . aD4 awa alaor Uw1._ab ottaa ran.lt 1A a aupeaalOD of traAl.DC• 

la Loa4ca, the ~1o .. tl.ll.a4 tor apot aD4 torwar4 a1lwr wan both 1/U4 bieber, 
at 23-?/1&4 aD4 211-ll/84 raapeoUwlJ. !!Ia 4c1lar .. Diftlaah wan 42.~ aD4 42.~. 

liuq M4 ...._.,a aottla•at pr1oe tor toratca a1lwr - '0Doh••4 at ~8/"1• 
!he freaevr'• parobaae price tor toratca a1lwr- aln aMhnl'4 at ~· 

to .... t.brae porebaeea ot a1lftr to\all• 1.110,000 -· .... r the 11lwr 
.&I"Cbue Aet, all ot wll1ob oooa1a\e4 ot - preaoUoa troa toratca cCIQatrioa, 

forwart .. 11 .. 17. 

Regraded Uclassified



:\:: B.,I'riSH PURCHASinG PlllGRAll November 7.., 1940 
ll :OO a .m. 

• reoont : 

E.!.:. JI·: 

<.nox : 

!i.1..Jr : 

i:nox: 

:t .!.: .Jr : 

Knox: 

H. t:. Jr : 

Knudsen: 

!.:r . Knudsen 
llr . Young 
Mr . Knox 
Admiral Towers 
J.!r . Cox 
Mr . Stimson 
l.!r . Palmer 
l!r. l.farshall 
l!rs Klotz 

\.ell, I just had a press conference and I 
thought I eight as noll let the~ knon the 
r:orst . They r;anted to knon about the debt 
limit, so I said it would have to go to 
sone17her e fro.c 60 to 65 billion, and then 
they said - I said that r.as to June 30, '42, 
and then I made a remark which they didn ' t 
pick up . I said, "We have just started our 
tlational Defense . 11 

That is the do1-m payment . 

And instead of the boys coming back and 
saying, "1'/hat do you mean, just started? 
Are you going to ask for more money?" - then 
I would have been on the spot . But we have 
got to get the debt increased f roc 15 to 20 
billion if I am going to raise the money. 

Henry, have you seen this last llat•per ' s 
Uonthly? 

llo. 

Do you knon a fellow named Guy Grier? I 17i. sh 
you would get t hat and read it , the first 
article in it, "How Aro \'le Going to Pay For I t ?" 
He has got something, that follow has. 

I will take it rii th me . 

Aren't you pretty nearly readf to get the 
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H.L!.Jr: 

Knudsen: 

H.l.!.Jr: 

Knudsen: 

Knudsen: 

H.ll. Jr : 

Knudsen: 

H.l.!. Jr: 

Knudsen: 

H.ll.Jr: 

Knox: 

H.1f,Jr: 

Knudsen: 

• 
• 

- 2 -

people to put some money in this stuff? 

You mean --

The common people . 

We are doing that through our baby bonde, 
you know. 

You ought to have a Defense bond. 

\'/hat I am going to ask Congress for is to 
give me more leeway on ~ baby bonds, 

But you ought to get it hooked up with the 
Defense. 

I agree with you. Now, there are four billion 
there which we are starting to sell bills on 
tomorrow. 

The common people don ' t underetand i t. 

Because they will sell than in lots of 
25 million . The banks will b~ than up. 
But I agree \lith you that we ought to have 
something that a fellow feels , well, if he 

·buys a hundred dollar certificate or a five 
dollar stamp through the Post Office --

Forty cents . 

I agr ee. 

Yes. 

Something that will have a gun and an air
plane and a boat on it, stamps, through the 
Post Office, like we used to. 

J. ll ttle sunahine. 

Regraded Uclassified



H.l!.Jr: 

Knudson: 
• H.!.l.Jr: 

• 
• 

• .. 
- 3 -

Rising sun. We are asking for permission to 
do vthat we want within the baby bond limit s 
and then we can do it that way, but my hands 
are tied now. 

(Stimson, Marshall and Palmer entered the 
conference) 

It is good economics. 

I would like to talk to 10u about it more. 

Well, gentlemen, I have asked to impose upon 
your good nature once more before I go and 
the tlavy is going to see that I stay awa1 
for at least a couple of weeks. 

. 55 

Knox: Longer than that; three weeks . (Laughter) 

Stimson : 

H.L!.Jr: 

Knox: 

li .U.Jr: 

You think the effect of your announcement is 
going to be an explosion that will send you 
off into_ some happy country? 

I have got one that I am laling at the Presi
dent's desk at lunch which s an explosion, 
but that is something else again. In the 
room, I ao asking him whether he won't please 
approve comnlete exchange control, because 
we cannot be res~onsible for the monies that 
are being spent 1n this country by Germany 
and Ital1 and the money they are taking out, 
down to Brazil particularly, unless we have 
complete exchange control so we cover ever1 
transaction. I cannot do i t . 

You are right . Thel picked up two million 
dollars down in Uox co today. 

Vie are picking it up every da1• We have got 
to have the authorit1 to control both the 
currencies in any financial transaction. 

• 

• 
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, . 
- 4 -

They know it is cc:ming and they are rushing 
this money dawn to Brazil to get 1 t out of 
tho country, in currency. You know, we 
picked up this Ita~ian, you know. 

Knox: Yes, with two million dollars. 1/hat was 
that, in currency? 

II.JJ.Jr : 

Stimson: 

H.!J.Jr : 

Klo tz: 

Knox: 

H.l!.Jr: 

Stimson: 

H.L!.Jr: 

Knudsen: 

H.J.!.Jr: 

In currency, dollar bills . It was used by -

It was Italian property. 

It was this Count . He is from the Embassy 
here. lle met a fellow down there in Yexico . 
Isn ' t that the story? 

Yes. 

\';e had to give it back to him, that is the 
worst or it . 

Well, what I Vlanted to ask was this, to bring 
to your attention. Along the lines that I 
was talki.ng last ni~t, there are a number or 
planes, bombers, be~g made in our factories 
now where the English are not getting any 
part or that production, and in my most humble 
manner - very humble - -

You have discovered some property t.hat the 
British haven' t yet got? 

And we will take the moat difficult one first 
and that ia Boeing four- engine bombers. After 
the first 42 will be delivered, which I under
stand will ~ in a couple of months, they are 
delivering about 20 a month now, we than 
get into a really good bomber --

Don' t we - ia that a month? 

Brett said they were going to do ~1 a month. 

• 
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Knudsen : 

Cox: 

:.nudscn: 

!l. J:. Jr : 

Knudsen: 

ll. I;. J1•: 

Stillson : 

li .!:.Jt•: 

StiJnson : 

• • 

- 5 -

B-17 's . That is what Brett said. Am I right? 
Isn't that what Brett said? 

Yes . 

He said they did 17 in October and they will 
do 20 this month. 

That is right, he said they only expected 
seven and had gotten 17 and were expecting 
20 now. 

I thought 10 r.ould be a fair expectancy. 

lle said they delivered 17 in October and he 
thinks they ~11 do 20 this month. 

That is a bonus . 

I know. l~tever it ie, after those 42 are 
delivered, which I think are called - I don't 
know what the initial is, but the next l ot, 
of ;1hich you have 500 on order, are really 

57 

good and the thing that I am suggesting is 
that every one of these bombers, lock, stock 
and barrel, just the way 11e did the destroyers, 
that is, bomb sight, ammunition and boobs, 
enough for three conths, be sold to the British. 
Also some of the CArtin B-26' s and s~e of 
the liorth American bombers . 

I 8lll only struggling for breath, that is ell, 
for the moment, but --

\'lell, General Br ett last night - -

~ving to the trip which I had to make ver1 
early this morning to the station, and o~ng 
to the departure of Judge Patterson, who I 
asked to go t o this and to report t o me but 
who didn't report to me, this is the first 
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H.ll. Jr: 

StiJ:Ison: 

Knox : 

H.JJ.Jr : 

Knox: 

H.tr. Jr : 

Knox: 

H.!:.Jr : 

Knudsen: 

H.l.:.Jr: 

Knudsen: 

li.H. Jr: 

St imson: 

• 

- 6 -
• 

announcement. I have onl;y just had ;your 
announcement of this this morning, just 
about 20 minutes before I came. 

Now, I have got to have sane time to think 
about it . 

\'/ell, I want to la;y it in ;your very generous 
lap, generous not in proportions but in what 
;you have produced, (Laughter) 

You see, I can still cross my legs . 

libat bomb sight is in these planes? 

Yours. 

The Norden? 

Yes . 

Then you have got to get a clearance from the 
President anyY~y. 

Yes . \'/ell, all I can do i s bring it as a 
supfliant to your attenti on, and then if you 
dec1de to recommend it - -

'••ha t happens, ~ou let the British five an 
order to the urplane company and hat takes 
priorit;y. 

In the Boeing --

You haven' t got anything new? 

No, they place an order . 

I don't lmow - I haven' t any time to discuss 
it . I just got General Uarshall from another 
conference in ;your (Knox) office, 
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Knox: 

Stimson: 

St i..oson: 

H.J.r . Jr: 

- 7 -

It v;asn ' t a conference . I am glad he is out 
of there . 

• 

At 14 minutes before the hoyr I was due here, 
so he and I have had no conference about this 
at all, but I think - what I mean, I can only 
give you my ~eneral principle . \'/e are getting 
along to a s~tuation where we have got to 
probablf fall back on the po11er of the Cam
mander- ln-Chief to - and not upon, perhaps, 
artificial interpretations of statute, and to 
do that we have got t o put ourselves in a 
position where we can advise the Commander- in
Chief of the military question of whether or 
not we can take a certain chance in order to 
~ive the British another chance. That is what 
1 t ahays comes back to in my mind, whether 
the property in question is going to be more 
useful to the defense of the United States 
across the Atlantic or here, and that is a 
military question on Vlhioh the Chief of Sta.ff, 
in military affairs, is the adviser of the 
President . 

I appreoiete that. 

tlou, I think it is a good deal better to GO 
through - it is such a big question and it 
is becoDing so important and the crisis is 
co~ng so near now, co~parativcly, next 
spring, that I believe that r.e have got to 
do it as a broad matter of ~olicy if we do it 
at all, rather than a queat1on of statutory 
interpretation. In some cases we may be 
\'Ii thin the statute and in some cases I think 
we may not . 

!.light I interrupt you there? I was thinking 
along these lines . The bombers I am talking 
about are ones which will be coming into 
production along in november or Decenber or 

59 

Regraded Uclassified



Stimson: 

H •• :.Jr : 

StL11son: 

H.!:.Jr: 

Stinson: 

H.::. Jr : 

Stimson : 

Knudsen: 

• • 
• 

I 

- 8 -

Januar7, somewhere in al ong there. I mean 
somewhere they l"lill come in --

I heard the same t hing that Mr . Knudsen said. 
I heard, I think late last ni£ht or this 
morning, that the B-17 1s had 6een very much 
speeded up . 

And I 11as thinking in this term, that if the 
Chief of Staff would say that in ~s opinion 
he would consider it important frm a strategic 
standpoint to have these bmbers in the hands 
of the English in January, February, Uareh, so 
we can get ready, rather than to do this thing, 
I nould ask for special authority from Congress. 
Tell Congress uhat we 17ant and ask Congress -
we want to release so manr of these bombers 
with complete equipment w th the bomb sights, 
with the machine guns, with the ammun.ition 
and the bombs . Now, here is the bill of goods , 

That would be infinitely better than to --

And get it. Now, after all, even l[r , 1'/illkie 
in his dying gasp yesterday on the radio said 
he wants to help England, so it seems to be 
unanimous , 

\.'ell, I think it is a much more frank way to 
do . 

That is the way I r.ould like to sec it done. 

Than to try t o bring it under a statute which 
was intended to mean something else. 

\'lhile we are doing this, is there any way to 
get that engine question settled that we 
started to settle on July 23, and it is not 
settled yet? 
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~:.:: . Jr : 

rJmd::;en: 

.,ti;::son: 

r:nuJsen: 

.~ud:::en : 

:_":!udtcn: 

-:o::e:o::; : 

'I , ' .. • Jt• : 

.• .. :.Jr: 

- 9 -

•.:ell, !.!r . Knudsen, ;rou have t he unfortunate 
quality of receober1ns particular dates 
nhich are ecbarrassing . 

i:ell, it nas a l e t ter Ua"J as far as I r:as 
concerned, because we sat do\'m and made a 
program. 

· .. :nch engines were these? 

· .. e 11ere going to pool the engines and every 
plane in t he United Sta t es was f;Oin~ to have 
an engine bef ore ne shipped any en~lnes out 
of here, and it was finally tl'li stea around 
that v:e were going to \.ai t until v;e found 
out ho1-: ::lAll.Y engines 17c r.anted f or British 
pl anes in Dngland, you see, and i t i s still 
sort of va(;Ue . 

r:ell, di dn ' t it Y:ork out satisf actorily in 
connection 11ith the Boeings? I mean, didn ' t 
the AM07 ge t t he number of --

Yes, ne r;o t them; ne 1·.cnt and took thee. 

Haven' t you cot a commi ttee on that? 

J;o . 

Yes, sir . That is pretty nell straightened 
out, tr. ~udsen . 

I thought it v1as . 

\.ell, I had J.:ead in l ast night and he said 
it isn 't straightened out . Ever so often 
the rate - t he latest one is! they nant to 
get 1200 engines over in EngLand on specu-
lation, 

Do you know anything a bout the t, Phil? 
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No, I haven 't heard anything about that, 

That is the lat est one, 

\'/e have had a committee , I am unfortunately 
the chairman of the committee that is - had 
a working committee that has been handling 
this catter daily as these things cace up 
and then meeting as frequently as ~e could. 
The full committee passed on the recommenda
tions of the working committee and put it 
into effect , 

I would like to have the understanding that 
if we have a plane and there is an engine, 
that the engine goes in the plane on this 
side, 

\'iell, is that the understanding? 

That is what the papers say. 

Engines are now bei ng exported for British 
fr8llles . 

Yes . 

But t he point - as I get it, what Mr. Knudsen 
says - -

I don • t care if we have them to spare, but 
as long as we have cot a plane that hasn't 
&ot an engine, we ought to have the right 
to take tlie engine, whether it is for export 
or not . 

Isn' t that taken up with your committee? 

Yes, si r , \'le have been balancing the needs . 

Is it working all right? 

) 
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I think so , Captain Kraus and l:ead nere both 
ccmbcrs of that cor.unittee . llead has non been 
repl~ced by lleigs . Lombar d attends all the 
mectmr;s . 

i.ell, it is fresh in my mind. I norked with 
hit! l ast night . 

\.ell, 71ould you mind 

::o, that is all . 

: ;·;ill tn:ce it up \,ith !.:cad and i'ind out just 
exactly n!lat is r:or•ryin;; him. 

Are you havin;; any troubl e wi t h the English? 

Ilo . Of COUI'se, thet•e ar•e minor arcunents , ther e 
is a lot of cive and take, bu t the/ are acceptine 
t he decisions . Fail•ey i s a membel' of the com
mittee and the i r Co.lll:lodore Daker is a member of 
it . 

Are you a !:!etlber? 

Yes • 

.. as it, as ste. t ed by :::r. i .nud~en , that all our 
rcqui~enents nere to be satisfied first? 

::ot quite. ·.:e had no such directive in our 
pr•ecept . There has been a great deal of snap
pin& of cncines, as you knorr . The British 
;;ave up their riehts on these en~ines and in 
turn ma;roe for pl anes tha t have oeen manu
factured f or t he Swedish Government . There 
has been - I don ' L know how t>w.n;r cases before 
this committee and if it isn ' t functionint; 
vropet•ly, certainly your reprecent.atives 
.mven ' t had anythin& t o say about it . 

' .. e r;ould like to have t his understanding, t!:.a t 
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we are perfectl1 willing to ship engines to 
Great Britain if theJ are surplus, but as 
long as we have got a flane here that wants 
an engine and we haven t got any engines for 
that pl ane, that engine isn't going to go 
abroad. 

\le have no such recomnendation as that . The 
British bought these engines . They paid for 
the expansion of the plant in 11hich they are 
being manufactured and they have certain in
herent rights there. 

Well, if be (Tol'lers) is chairman of this com
mit tee, couldn't George Mead see him? 

Yes . 

George Mead, up until a few days ago, was a 
mwnber of the committee. In fact, he is still 
officially a member of the committee. 

Is Meigs taking his place now? 

Yes . 

Is llead still here? 

He is going to help me on the bombers. 

\'lbo, Meigs? 

No, llead. lleigs is going to take up airplane 
production. 

\'/ell, would you be willing to volunte~r,. Harcy 
Stimson, to take this on inasmuch as 1t lS all 
Army stuff? 

I would rather not . I have just gotten off 
Ia¥ shoulders the La,ton matter. 

• • 
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You did a beaut iful job, Won ' t you take 
this on? 

It really bel ongs to Patterson . 

\/ell , I meant - would you issue the instructions? 

I would be glad to do it except that I am aw
fully crowded with other r1ork. 

I didn ' t state it correctly. '.lould you be 
I'Ti.lling to say tba t the Army will carry the 
ball up to the h~~nt that they I'Ti.ll say yes 
or no on this t · g to the President? 1/ould 
you designate someoody? 

The thing that you are speaking about non? 

Yes . 

You mean - you have left it 

Yes, I have l eft that now. 

Oh, I beg your pardon. I thought you meant 
the thing with Admiral Towers . 

No; I have left that and COlle back to the t hing '7'
I asked for a chance to see you people about , 
this thing, are we goint; to let some of our - -

\'/hat is the shape or way in Tthich t his thing ) 
has come up? The only thing that I have knorm 
about it, so to speak, my summons and canplaint 
was a request t o come to this meething, which 
I got yesterday. Now, have t he British made 
a request or --

No . 

\"1bat - I mean, what is the ball? 
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The ball --

•rhat you ask me to cart•y, 

The ball is this : Do r;e , in our policy of 
more aid to England, 11ant to make it possible 
for thCI!I to get some of these very ner1, latest 
bo~bers r.hich are goinc to be manufactured 
betrroen now and the f irst of July, of r.hich 
they have none on order, and gi ve th~ every 
other one of these, r:i th the equipnent that 
goes r.ith then? 

And that is in acdition to the present allot
ment . 

Yes, sir . 

And the question that mal:es it different f rom 
the others is that l'le are going t o completely 
equip these l'li th bomb siehts and guns. 

And ammunition and bombs . 

In other r1ords, r:e are going to thro11 the 
ores en t statute out of the rlindor. and ask 
ror a ne\7 one . 

\;batever is necessary • 

l•e 11ill have to do it legally . 

Are these all supposed to be Army bombers? 

They have to be . 

The !lavy isn't - -

The Havy has no laree land plane bombers. 

i'/hat did you say, Admiral? 

Regraded Uclassified



• 

Towers: 

St imson: 

H .!~. Jr : 

l.ilrshall : 

H . !~. Jr : 

Knox: 

R .~ . Jr : 

St.bson: 

n.:.:.Jr: 

St imson: 

H.!!. Jr: 

- 15 -

The Navy has no land planes except those that 
operate f r om the carriers and operate - are 
operated by the Marines , There is no place 
in our picture for these bombers . 

The British don't feel that sea planes would 
do them any good? 

Well, v;e have done a job on the sea planes . 
\'le are getting from Consolidated - I mean, we 
are getting everything that even I was willing 
to ask for . 

The implication is that you didn't get a good 
bi d from the Army, is it? 

Didn't ask for enough. The Anny has been all 
right, but we didn't ask for enough. 

You said in your remarks , Henry, we have got 
to decide as a general policl whether the use 
of these bombers by the Engl sh are more effective 
for our defanse than if we keop tham for our
selves . 

Where they are going to do t he most good. 

Of course, if it relates only to Army bombers, 
it is my baby. 

I thought so, but you know that better than 
I do . But I don't •:ant to go a1·;ay this after
noon without your saying, "Henry, I won't 
touch it, • or "I will take it on. I vtill give 
it to Bob Patterson, " or "I will give it to 
General Marshall," or "I will do it myself . " 

Well, Yle haven't acted --

No, I have got no complaint. 
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,,,,badly in the iast, I think. But this ia 
a question which a a very serious question, 
as you must know. 

Can 1·1e do this, Ur . Secretary, can we reduce 
our American requirements for a certain period 
by one half? 

Of this particular kind of claim? 

Yes, four-motored bombers . 

V/ell, the detel'lllining factor, it seems to me, 
is this: how far dare we go in limiting our
selves? How far dare we speculate? That is 
the whole issue , Then, having arrived at 
that, how are we going to put it across, what 
is the modus operandi of going through the 
transaction? ~e have just completed one on 
the 26th of these big pl anes . 

~fuy do we have to decide this now, Henry? 

\'le don ' t have to now, 

Y.nox : He l'lllllts to start it now. We can't get any 
of these ships to them before next ~rch, 
can we? 

H.l:.Jr: 

Stimson: 

Knox: 

StU:lson: 

Oh yes, you can, The stuff all just begins 
to come into production in November or Decem
ber . 

You see hitherto, Frank, we have been deal.i.ng 
in deferment of orders . Now the British need 
BOlla mo1•e planes and the only big land planes, 
of course, are our A~ planes, of which we 
have some 60 or 70 now. 

New ones? 

Ho, I mean the ones we had right along, and 
then the nn ones that are c<lllling in at an 
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accelerated rate . 

You put a cer tain point - after they had 
12 more new ones, how long will it to.ke to 
get those 42 more new ones? 

According to General Brett, at the rate t hey 
are going it will take them two to two and a 
half conths, 

That r.ould be sometime in January, 

January first • 

And t hen this Jiorth American bomber is cO!lling 
off rather soon and so is this l~rtin B-26 . 
'£hey are all coming and the - we will say, ·~.,ell, 
\'le have started, " 

But the English have got some on order . 

But the American one is di fferent . 

The B-25, \7e haven' t any of . The B-26, ne have 
got 300, 

But the Army has a lot of bombers coming out 
of ~rtin very soon no", which is a heavier 
bomber than the English one . I think I am 
right . 

I t carries 2,000 pounds of bombs . 

We gave the British clearance on 800 B-26 ' s 
just the other day. 

But tha t i s orders . The s tuff I am talking 
of --

You don ' t need any modus operandi on ~rtin. 
You have got the orders in there • 

• 
,( 
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\'/ell, I don 1 t !mow. 

How about the guns and equipment? 

The other thing you ask, if you gave them 
a four- engine boober tomorrow, how long would 
it take then to train a crew so they could 
operate one of t hose things if they had one? 

It would take only a matter of days if they 
used personnel that were experienced in hand
ling twin-engine bO!lbers . 

If you took them off their onn? 

Yes . 

But Frank, if you said today - that is what I 
Ylant t o do, to get tho thing s tar ted until 
you got - if General l.:S.rshall decides that he 
can' t , 1"1ell, if he can't, all ri ,.ht , If he 
can' t , vte will forget about it, but if he 
can, can he get the le~al papers and 11e will 
have to get authority rrom Congress . llo~ 
long does the destroyer thing take, three 
months? 

Yes • 

If we did this thing in a oonth --

Part of that delay 11as due to the ~glish . 

If this thing was done in a month, it would 
be quick. 

\;ell, I think you are asking for a decision 
as to general polic;y that the War Department 
would be reluctant, I suspect, to make . They 
could only put it up to t he President . 

And you have got to decide on the Norden bOilb 
sight . 
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I am ready to talk to the President any time . 
I know Harry is, too . \'/e have both avoided 
discussion of it until now, 

The point is, what I t hink both General llar 
shall and I tried to present in lan~ge just 
a moment ago, it is a question of ~litary 
policy of the most difficult kind, It involves 
so much guess work, \/e have to advise the 
President, or he will have to advise the Presi
dent , so that the President can thereafter act 
on it. 

Clght I ask a question here? I t is a continua
tion of what Colonel Stimson spoke of . Yle have 
just had a discussion of this . I have hsd an 
analysis made. Out of that came the proposal 
of this 26 Consolidated four-engine bombers . 
That has been adjusted in the last 24 hours 
when they got the final decision that the thing 
was a go. That r1aa a calculation that \'ISS i n 
relation to the development of our squadrons, 
what we didn't hsve, 11hat 1'18 thoucht we must 
have for our ovm security. Just as that is 
finished, this ne1T one comes in. The Secre
tary 1ms asking, where does this come from, 
is this our side or the British --

!!e, 

Edging in still further? 

It is me. 

Thst is what I wanted t o get at1 . because 11e 
have just analyzed this whole tnlng on how 
far we dare go, and just as a settlement is 
reached we are out again, so I want to be 
pretty certain on how we start the thing. 

I am the fel101r • 

• 
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I am in agreement we have got to do every
thing we can to help t he British, so long 
as we don't hurt ourselves . 

There is another question of vmother the 
British will be able to hold out without 
us , A couple of months and we 11ill be able 
to kno11 a lot more about it than we do nor; , 

I didn ' t quite understand you, l.!r . Secretarr. 

I say in the next couple of months we will 
have far core inforue.tion as to whether the 
British are ~oing t o hold out ;;ithout us, and 
if rte are go1ng t o get in it has a direct 
bearinc on this question, doesn ' t it? You 
would rather oueratc the bombers yourselves 
than have the bri tish operate them, wouldn't 
you? 

Yes, and as llr . Knox says, the timing comes 
into it . We can go right ahead and go throuf?:h 
al l our figures and our delivery rates and tlie 
status of our affairs and measure that against 
the international possibilities, which is an 
estimate, and that has to do uith the State 
Department, too, and measure the Japanese hazards 
and see if we can still do still n<1re than >.e 
have alrea~ done and on what tel'tls . I think 
the method is almost a secondary consideration, 

The first thing is to detel'llline what rre .might 
do, After r:e get through that, then it is a 
question of whether the Commander-in-Chief 
orders it and ignores the present legal pre
scription, or ~hether you go into Congress as 
a state question to take it up there, but I 
think that is all secondary to the first 
phase of this thing. 

It i~ all interwoven into the general picture 
of this situation in which both Great Britain 
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and ourselves a.re involved, 

VIe can do it if we want to . The only question 
is why. 

I think it is popular. I am not acing - I 
think it is, but I can't dooide an hing. All 
I can do is to bring it to your at ention, 
mention it at lunch to the President that we 
had this meeting and that 1!r . Stimson and 
General ~rshall --

Has the President had it under consideration? 

I mantioned it to him on 1!onda:r to find out 
how - i f this was agreeable to him, that I 
start this thing, and he said it was agree
able that I take it up with you people, but 
he hasn't committed himself but having taken 
it up, I wanted to know whether it was agree
able to him that I take it up and he said 
~es , by all means, He said - his answer 'lliLS, 
I think it is about time we got on that 

one-and- one basi s. " But he isn't committed --

He isn' t familiar with those --

All he is co~tted t o is, it was all right 
with him that I talk to you gentleman about 
it . 

And then I mean, in considering the second 
question, the question beyond that, the ques
tion which we have got to guess at, the ques
tion of hov1 the British are going to use those 
bombers and how effectively, there are lots 
of considerations in which I think we ought 
to have an opportuni t:r in time to have assur
ances through the State Department which would 
aatiafy our militaey men of how they are going 
to be uaod. 
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• 

This is a thing that is brought to my mind 
by something I haven' t even had a chance to 
discuss wi tli General Marshall but which I 
have had a chance to dis cues with people in 
the State Department . It isn' t a quest ion 
of saying r;e are safe in doing this or rte 
are not, on what we know here . It depends 
in great part on how the British are goin$ 
t o use those things and vthere they are golllg 
to use them and whether or not t hey use them 
in that 'f(8.11 as to vtbether it will be safe or 
not . 

Safe? 

For us . 

There is an Engl ish officer coming over here 
by the name of Sl esser , who is in the opera
tion end of t he Air J.linistry. lie is one of 
the ablest men. I would like, while I am 
gone, if Philip Young could bring him to you 
{Stimson) and then see that he has an oppor
tunity to meet 

Slesser? 

Yes . He is one of the ablest people they have 
got. 

lie is on his r;ay here? 

He got - the ship he wa:r on got as far as 
Horta, and they turned around and took him 
back to Lisbon. He is one of the ablest men 
on the o~erations end they have . He is an 
outstand1ng officer. If he would have an 
opportunity - what he wants to do is see what 
is the latest stuff \Ve have got, and I under
stand he can make a contribution f rom ex
perience. They say he is one of the ablest 
aen. 
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Is he abl e on~he procurement side or the 
operations siue? 

On the o~erations . If he could be given an 
opportun1ty to - - . 

\'lell, I agr ee rtith you, llr , Secretary, the.t 
this is a very important oatter, one of the 
most important that can be brought up, and 
as I look e.t it, I think what we have cot to 
do is to be sure that we not only have the 
sufficient time to do it but we have suffi
cient - I mean, the thing should be drann 
together . There is a great danger of a de
cision by the llavy by itself or a decision 
by the Ar~ by itself or a decision of the 
Treasury by itself or a decision by the 
State Department by itself , Now, we may 
have to go further than that . As Knox 
sugeests, v1e wi ll know a good dee.l more 
about t he Bri t ish in due course, but there 
may be other ways of accelerating that knowl
edge. 

!low, all I say is, it is a question r:hich in 
my opinion and from my study goes to the very 
basic roots of this country' s problem, fe.cin& 
it in a great r.ar . 

75 

I realize it is important . I mean, I realize 
it is onlr second 1n importance to the one that 
I have scneduled in December when Sir Frederick 
Phillips arrives here wi tl:. the latest informa
tion as t o their financial position. 

That will be a headache . 

Yes . I t hought I ~tould go away- on a holiday
befor e I saw him. 

Who is t his? 
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Sir Frederick Phillips. He ia the present 
Under Secreterf of the Treasury. 

He wee here in July. 

I hope he is more loquacious then he was then. 
He can say fewer words then anybody I !mow. 

Knudsen, what is the possibility of stepping 
up tho speed of production? Are they working 
three shifts a day in ell these airplane 
factories? 

They ere working in some of them, but in most 
of them they ere only working in two shifts 
because we haven't got executives snough to 
go around. 

How can ne promote higher production, get 
pressure on them, out of what we now have in 
producing facilities t o get more ahipa? 

The beat thing to do is to work them seven 
days a week, three shifts . 

\~y don't we go at that? 

We ere going at it . 

Are we? 

Yes. 

Have we any prospects of success? 

I don't !mow. ~e can try. 

Is Boeing working on three shifts? 

Boeing ia working two ten-hour shifts end 
Dougle.a ia working three eight-hour shifts. 
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Is Consolidated going into that? 

Two ten-hour shifts and --

1'/e can either l et them go --

They are working a third shift on engineering. 

\:e can either l et them go tno ton-hour shifts 
for seven days, or three eight-hour shifts 
for seven days . It is n caao r.e ought to get 
so~e oore out of them. 

Yes . I think non that the damn election is 
out of the way and political pressure is off , 
r1e our;~t ~o do everythine rte can. I am going 
to do 1t 1n the llavy Yards . I am going to 
get all the possible production I con out of 
them every VI eek. 

UnfortWlate:cy, we haven' t r;ot any ship yards 
for airplanes . 

Thef raise the question nol":, are we getting 
maxunuo production on what we have. 

They all say as soon as they get executives 
they will put three shifts on . You see, now, 
you haven' t got enough foremen. You have got 
the place filled up with men, and if they 
haven' t any foreoen, you just have the nan 
in there and don't get anything done, so as 

7? 

fast as we can develop that, tliat is what Yte 
rtill have t o do, but in tho meantime, I thought 
I woul d ask President noosevelt if there is 
any objection to putting it on a seven-day 
basis, or at l east a six-day basis . It is more 
hours and He pay for them, and that is all there 
is to that . 

iihere do you go to get executives? 
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~e train them. In other words, ~e take a 
certain key man on a bench and make a fore
l!IAn out of him. It takes a little vrhile to 
do it, 30 or GO days, but you remenber how 
we have juaped the men in the pl~~t in the 
last 60 days. 

That means, in other uords each plant or 
each contractor will undertake the job of 
trainin~; his O\'m men? 

He doos that, yos . !ton, Curtiss at Buffalo 
works three shifts . 

How did they cet thei r executives? 

They train them. 'i'hat is nhat you nill have 
7;hen you Get the other three plants . You 
will have e. problem there . The;;r are norr 
train in& in their o\'.n plant people to handle 
the second, tbit•d and fout•th ones . 

You are going to be gone - 

I hope three 1·;ceks . 

That takes anay ~ right hand helper in re&ard 
to this job you r.cre talkin& about because I 
r.ant to have so~e way of getting at people 
t hat I don't have facilities to get at . 

You 1Till do pretty r:ell . 

The President is going away too, isn' t he? 
He told me he r.anted a cruiser . 

l.hen did he say that? 

Before election. 

Since :Uonday? 
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K.~ox: 

H.!!. JI·: 

K.'lox: 

l :r .!:. Jr: 

::.'loX: 

..1tbson: 

s.r. Jr: 

iinox: 

H .~l. Jr: 

Stinson: 

Mox: 

Stiuson: 

• . . 
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llo, at the last Cabinet moot ing. 

I don 't think he is going away before the 
21st . 

21st of llovember? 

Yes . 

That mi(;ht have been what he ceant . 

' .. ben is he going, then, and for how long? 

He spoke of only a week or ten days. 

Is he going dorm and see that landing opera
tion? 

\fuo.t he said was, in the room here, he was 
c;oing to stay in the Chesapeake Bay, he would 
not leave the Chesapeake Bay. 

Going fishing, is he? 

' .. ell, just take the Potomac and go dorm there 
and stay in the Bay. The. t was l:onda.y after
noon . He didn ' t think he would be further 
than that. I would like to bet, though, that 
if he finds sCil:le good fishin;; scc8\-:bere he 
may change his cind, but that is what he said 
~onda.y afternoon. 

I don 't see, then, that there is anything core . 
I have got to think up - General ~rshall 
will have t o do it, and then Frank, you and I 
have got to take somet hing on this . 

One thin£ that I thought of while I l'las away, 
we haven l't discussed with Leahy this matter 
of bases . 

79 

But after all, t hat is a question of administration • 

• 
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It ~ouldn ' t take as much time, as I see it, 

Knox : Is that all you want of us, Henry? 

Stinson: 

s.~. Jr : 

Stinson: 

s.::.Jr : 

I was goin£ to say, my chief trouble is to 
Eot some steam under other departments, not 
yours (H .~. Jr ' s) . 

That is all right. 

You haven't got too much steam, 

Thank you. (Laughter) 

Regraded Uclassified



... 

R.M.Jr: 

Operator: 

H.M.Jr: 

Leon 
Henderson: 

S.K.Jr: 

H: 

H.M. Jr: 

H: 

R.I!.Jr: 

H: 

H. 'I .Jr: 

R: 

!!.II.Jr: 

H: 

R. M.Jr: 

H: 

Hello. 

Mr. Henderaon. 

Hello. 

Yee, Hen17. 

How are 7ou, Leon? 

fto~eaber 7, 1940 
12:00 noon 

PrettJ good - reeling better all the time. 

Atta boy. 

• 

Every newapaper I read makea me tetl better. 

Leon, I don't know whether you'~• eeen what 
I aaid about inflation or not - prices -
but I hope that you'll like it - e t the oreee 
conf er ence. Rallo? · 

Yeah. 

I mean trom our etandpoint - what it would do 
to t he Treaeury. 

Yeah. 

The principal thine that I'm calling JOU up 
about ia - Dan t old me about hie conference 
with you on eteel. Hello? 

Yeah. 

And that the bOJI o~er there don't aeem to 
want to do &nJthing. I wondered it it would 
be helpful to 7gu it I aaid aoaetbing to the 
Preaident about eteel - or would J OU rather 
ha~e ae keep out ot it? 

Well, we've got two good eur~171 going on it 
we'~• torced a reoheoking ot the eetimatea 
and it wouldn 1 t - Dan UJ ha~e milundentood 
••· I'• not clear tro• anJ ot the atatiat1ce 
that ba~e been brought to ae that we '~e - got 
a bade tor ~nf a ti•t and it baa taken 
aoae tiae to get nto l ine. I'~• got an 

• 
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H.M.Jr: 

H: 

H.M.Jr: 

H: 

!I.ILJr: 

H: 

a: 

R.M.Jr: 

H: 

!l.l!.Jr: 
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instinct a.nd a hunob to go on that we're 
going to need more and nov I expect it'll 
be another week betora we've really perfected 
the tiguree. 

I see. 

It we need any help then, that would be the 
time to put it in but nov you can't make a 
case. 

I eee . Then that's - that ien't- Dan must 
have misunderstood. 

They are resisting but they've said that they've 
got enough and we can't prove that they haven't 
yet, and we 've got aeveral good tellovs in 
there now who a.re really putting the pressure 
on the study and aa I say, I'll know- I'm 
watching it pretty carefully myeelt. 

0. K. Now the other thing - aluminu• -
domestic uae. 

Yeah. 

From what I've aeen they certainly ought to 
begin to curtail that. 

Well, nqt in terms or t he delivery dates on 
alum1nuc. 

Vell, I t orget how much t hey use, t or instance, 
tor tranemieaion ot power. I' m vertectly 
ama~ed. Are you convinced there a enough 
aluminum tor the planea? 

Vall, I'm convinoed that t hey have aa fast 
as they are going to need it. On the other 
hand, it we get a real big program - bigger 
than what is in sight now - we won't have 
the water power and therefore we'll probably 
have to curb domeetioally. I've got a man 
working on aluminum and magneeium now. I'll 
oheok with him again. 

Well, I'm more worried about aluminum than I 
aa anything alee. I t you put an order in 
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s: 
H.K.Jr : 

H. I!. Jr: 

s: 
H.H. Jr: 

H: 

H. M.Jr: 

R: 

H. I!.Jr : 

8: 

H.M.Jr ' 

H: 

R.II.Jr: 

s: 
H. M.Jr: 

nov, fOU can't get a del1verJ under tvent1 weeka. Did fOU know thatt 

For aheeU 

ror anything. lor inatanoe, the Englieh 
place an order t or aome plante and thtf 
want t o place an order tor aluminum thef 
can't - th1e vaa a week or ten days ago, 
it may be wor ee nov- the7 won't promiee 
them a deliverJ under tvantJ veeka. 

Uh-huh. 

WhJ that's terrible. 

Twenty weeks, huh? 

Twent1 weeka. 

Well, then I've - we dieoueaed it the other 
day becauae fOU can piok up quite a bit Just ..... 
Well , there'• no argument about t he twenty 
weeke. 1ver7body agreea that that 1e so, 
and I think that that'• about t 1tteen weeka 
too long. 

Yeah. Well, 1t 1 a eympt omat1o ot maybe an 
approaching woree condition. 

Yea. I vieh, Leon - I mean, the eteel I don 't 
know about. I ' m convinced that the alWill.nWI 
thing 11 right on ue. 

I'll atep m1 tellowa up on it today. 

Would you? 

Yeah. 

Thank JOU ao muoh. 

All right. 

Oood-bJe . 

• 
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H.M.Jr: 

Denl el 
Bell : 

H. I! .Jr : 

B: 

H .~ .Jr: 

a: 
l!.M.J r: 

a: 
H. l! .Jr: 

B: 

R.I!.Jr : 

B: 

H . ~ . Jr: 

B: 

H.JLJr: 

8: 

H.li.Jr: 

8 : 

November 7, 1940 
2:28 p ••• 

• 

• 

•..••• a oopy ot that memorandum which I aent 
to Mr. Hull. 

Oh, yeah. 

84 

I spoke to Mr. Hull on tbe phone and be asked me 
wha t he ahould do about it end I eaid 
Juet to hold it. Bee? 

Yeah. 

And that you'd get bold ot - bello? 

lee. 

That you ' d get after Mr. Hull and see that 
the t h ing vent through. 

I eee. 

So the President has read it. He approves 
ot it but he wants it to come through 
Mr. Hull. 

Yeah, I aee. 

See? 

All right. 

o. K. , Dan. 

Di d you call Henderson? 

Yea. Henderson eaid you got the thing wrong. 
He aaya he think• t here '• plentJ or eteel 
end be'e having two eurveya and no reason 
vny I ebould aay anythlng to the President. 
So I vent atter him on aluminum. 

I eee. What did he eay about that? 

Well, be veen't eo eure on that. 

Well ~ (laughs) - thst vae Juat our point 
that he aeema eo aura but he didn 't convince ua • 

• 
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R.!!.Jr: 

B: 

R.M.Jr: 

8: 

R.M.Jr: 

, 

- 2 

lieU, lr.eep at tel' lila. 'l'bat ' • ~ an ever. 

o. (. 
Xeep atter 111•. 

All l'igh\. BaYe a COo4 time. 

Thank ;you. 

• 

• 
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JD rot>l7 rotor to 
lA S5U.5151/II 

tho ioaora'blo t.ho S.orotarr of t.ho !r_,., ... , .oloMo 

herovUb a COPT of uopa\Ch .... 25118. 4e\o4 Oo\o'bor 24. 

1~. troo t.ho i.looriou nco OoU'IIl a\ st; Piorro-IUquloa. 

lnclOIIIJ'OI 

Jroa It, P1orro-Miquoloa, 
Ootobor 24, 1940. 
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Ia o.-pli- wi\ll DII*"'-'' o _r ..... &a\e4 
oowllel' 1, 191i0 •ra.-1.\U-c • o-w of • la\W &a\e4 
..,, ..... rf, 194o a44l'OOM4 \t \lla Glalof, 0-0UJ. Offloa, 
~, ... ,of 11\r.\a, b1 Chief, :rt.aoUl Di'rioioa, ~--
of Oo-00. 

1\, PierH-IliiJ!Mloa. Dr.\o of c.,.uuoal Oo\01101' 2-., 1~. 
Dr.*o ol Wli-cl Oo\01101' ~. 19'10. 
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suce tu 'Nii.alac of lo,..\UUioo \loo 1olaa4o of st . Piene

Mtquloa are ntiroq 4epoa4h\ oa \loo Val\14 S\ atoo M4 0au4a t tJJr 
o1l oupplioo. lor111rq, Jr- we a larce 8appl1ar llllt ao ohlpo 
llafl orr1Yo4 troa \bat ooaaU7 oiaoo \boo ea\17 of \loo ot- CoUo 
•• Mar 23, 194o. -

Ia A~~&A•t 194o a oro4U of opprolliaa\el7 11111\14 1\a\oo $80,000.-
wao ropor\04 cr•to4 to ••• Piorro-lll.qMlOil ...,. tho 11111\14 8\ateo u4or 

I'W' .. too ot tlt.oJroach colt ill t1oo 11111\14 Statoo aa4 at tloo •- u .. 
~~ Caaa4iaa co ......... t cruto4. oro41\ of about c. ...... $50,000.
tur .. ' ""' 'o7 JroDCh colt 1a \bat ooaatr7 or 1a tloo VaitM statoo. 
Jolb of tuoo cro41 to aro ...,. e:dlao\o4 aa4 fro a lloptoabor zr to 
Oolo~r 15 •oHII.or of tu two 'balltlt opoi'&UJIC locelq wore a'olo to 
t oouo U7 chocka 1A .Aaer1C&f or Cuo.4illll 0111'HilC7. 

88 

fho A4al•.htrator, ~il'oert ,41 llo111'aat, M4e a t rip to 0&11&4& aa4 

IM 11111to4 Staho duriAc tloo oarq part of Ooto'Nr •'• 'QPOD lt.io rol111'1l, 
boll> baalco ro-4 tho 11........,. of Colla41u llllrrlll07 chooka 'oaootl Oil a 
rt11owo'olo aoatlt.lT oro41t of 4o ,OOO Colla41u ll<>llaro ello4ce41T o'otaiMtl 
tor ., 1a4ot1aUo poriotl. llownor tu A4ailliotrator abiootl • tloot to 

dolo he had. 'oooa 'llll&l>lo to ,......, tu AMricu cro41 t aa4 coaooqMatl7 
ao O'aU o4 Statoo C11J'l'IDC7 .Uoka ou 'N iooutl to Mot p&TMah tor 
or4ora olroa47 aa4o or tor 1'ullll'e or tloro 'oat tbat loo lt.opotl tloot a7 tlq 

be w01114 rocoiYI atlnco troa tho JroDOII. labaoo7 at Vaolt.1JICtoll \bat a 
oro41t lt.ao ...... crutotl, 

!l'lt.o =nt toroica •J:C~t.u&e oUuUoll 1a thooo iolu4o ~ 'N 
41ocrlbo4 ao fa'fora'olo tor tho pa:rolt.aoo ofCnodl n &eotlo owl.llc to tho 

u :1oiOJICO of oro41h llllt ufayoralllo tor tho pa:rchaoo or AMricaa &Ootlo 

utll oucll U.ae ao tho oro4Uo ero rollowotl. It tloo Ulli to4 ltatoe lt.ol4o 
oo=1t7 tor tho coro41 h tco 'oo ad'faaco4 U WOII14 'N a4naalllo tco taka 

1-Uoto otopo to ro•ow oucll cro41h '"""'" cor\alll AMrlcu IC>04o 
would bo quick17 roplaoo4 'o7 Cua41u &004o a4 tloo .ukat tll,orotcoro 
would be loot , 
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OCJDll!!!LU. 

no jdailllotra\or IIAnooo .. Ua\ U.. M.u4 -t!>l¥ oro4Ho trea 

\~ 1Ja1to4 8\a\oo WOIIlcl. 'bo IOPPJ'O:dutol7 V.1h4 8\atoo $20,000.- a114 

89 

11 riov of tlul otrict -trol o:reroloiiA looal}T OTOJ' tho craaUq of 

l.l!pOrt llcoaooo &cl. tlul i onaaco of olleako ll:r tlul ho loool 11- (La 

Jaaqu cl.oo Iloo 8\, 710J'J'O o\ 111q:aoloa aliA tlul Jeaqu 71o~ .b4rieu) 

~ - at a looo to UAinot&IIA W:r 1\, 71ono oh01ll4 bo nopoctiiA a114 

pl&lod h. tlul •- oatecor:r u two ooutrioo wbioh lui lulard 1a W&ohi.Jic'oa 

had boon .,UU:r ot ci.ITorUq to a:do powro ooM of tho oro41h ollo\to4 

to c.lula acl.or a ot.ilar arr....-at u o:do\1 tor St. Piorro. xr. c1.o 

JoliJ'&&t OVCP"' that ...,.. \lui ollot .. at of orocl.1h 1o uc1.o to tlul ho 

corrolpODdoa\ baall:a 1a Wow Tort (!loo Oaanoat:r fru\ COIIIIIIIIT of Woy Tort 

and ~~ :Baat of Wcrra 8coUa) that tho locl.orol loooM'o Jlaat at w.., took 

voul4 bo ia a poo1Uon to ... rtt:r tlul ohoako cl.r'""" 'b:r tho two looal 

booko oa tlullr corroopoacloah 1a Wew Tol'll:. J. tllnlulr .,...o\14 -

of nrlficaUon aipt bo to IIA'fioo, \~ lOOol t.portoro, .AMJ'IOM 

uporuro to attach a COJR ot \lulir o~iol 1a .... 1coo OOftrJ.ac olliP

Mato to St. Piorro tl,._ to tlul olulot. lllloa tho:r proooat tluloo ohooto 

tor oolloctioa, fhio latter prooodaro aipt obria\o tho aocoooit:r of 

hotiae tlul looal "--to lulr. IOPPl7 for 1a41T1cl.ul. ohoot llooaooo, ao 

lo 4oao at proooat thrcoop tlulir Wew Took corrolp0104ato, thu obort-

IIIC tho aa....lclahlo cl.olq cl.ar1q whioh .U.rloaa OllpOJ'hro .....,t bolt 

tool llllcortaia roprdiac tlul ,.,...t of tho ohocko wbioh \ho;r proooat 

tor collocUoa. J.aothor po11iblo r.aeoa tor tlul cl.olq of tho roaewal 

ot .llotrloaa cro41te 1o tlult, accorcl.iq to xre. cl.o Jwraat1• otat-at to 
o:r vito, tlul hoach •buo:r at Yaalllqtoa laohtod that tho J.cl.alaio\rator 

poll lato toroo a o:rot• of raUoa food Uokoh aliA pool1bl7 oloo ..,D.OpOlho 

baoi<IIIC 11 well ae tho parohuo ot aorohallcl.11o thro,.P a ccrro.._u oo

Oporatho. fo tllh propolol bo 1o roporto4 to b&To repllod that tho:r 

(lroaoh •*•:r otf1c1olo) cl.14 aot taow tho St. 71orraio ao llo cl.14 aliA 

thot bo woald ratlulr roolp tllall attnpt t o laoUtuto u4 lllforeo thooo 

rootr lcUoao which W01Ilcl. oena1&17 l oo4 to po.bllo uroot. fla1o olt..,Uoa 

voul4 haft booa parUoolar17 cl.1tf1011l\ to llaiiAlo at a U• 1llwl thoro wro 

at St. Pierro ab011.t llioo hoach o- of tho hoach cocl.tioMac noot oooot 

ot whoa haTo e1aoo loft thio port • 

.l truo oop;r of tho 
olcao4 ori&iaol 

( I) P.L 
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Buenos Aires, November 7th., 1940. 

The Honourable Henry llorgenthau, 
seere tary of the Treasury , 
'l'ASHHIGTON I D. C. 

11y dear IJr . Secretary: 

It is a great pleasure for me to 
introduce to you, Ur. Radl. Prebisch, General ~nager of 
tne Banco Central de la Repdblica Argentina, who is travel 
ling to the United S tates, as the representative of the -
Argentine Uinis t ry of Finance , to handle negotiations 
I would have greo. tly liked to undertake personally had I 
not been prevented from doing so by certain internal 
questions connected with~ por tfolio ~cb for the moment 
dec;and 111:1 personal attention. 

I have great confidence in the 
possibility of our two countries being able to come to t • 

mutually beneficial agreements, and I hope tbs t the charac
teristic energy and efficiency of the Administration of 
wa ich you, llr. Secretary, are such an able and distingui 
member will ensure the rapid achievement of such a result. 
If theae negotia tions are brought to a happy conclusion 
they will furnish a further proof of the good neighbour 
policy, froo which this contine.nt. expects such great things . 

I am firmly convinced that Ur. 
Will prove a worthy and effici ent representative of our 
Government and that you will find it easy to work with him. 

I remain,dear ~. Secretary, 
Yours very truly, 
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MO, I 6'76 

'l'l1o I!&Dic of -·U baa 'beoa 1afon~o4 11,1' tiM ~r 

of ott1~ ot \he T cko"•• S)*lio Balllc ia llio "'- Jaadro 

that tho To~ Spac!A l!Uik WOill4 oooa \alai o\apa to 

cu\ralho all of ib oparaUoaa ill dollar ascbaDca ill \bo 

Jaorlcaa \broucb \be :&oak of -.u. 0... \rauacUoo 

uoW>\lnc to $l500, 000 baa alrea<IT 'beoo oarr1o4 ou\ ill \bio 

!'ho BIUIIt of -·U bu aloo 'beoa approaohe4 11,1' \be 

Portupooo O~r-\ 1o aa offort to ontor 1nto "" a«rll· 

mont ohoroll,l' \bo I!&Dic of :Brasil would 1M tho O«<Det wblcb 

would oarry out tho Por\IIC"OI O~r-o\1 o foroip ncbal>ce 

1!.\: ISII 

0 

\J 

0 , 
T 
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COPT : 1'2: cJL -
~·· 139 

~r MAil 

COPY 

Xw>&iD& (Y.........ru) , Cb!.u, lonmber 7, 19t;o, 

!bt S:onora.ble 

!ite Secr·I\1Z7 of State • 

1 h•• ~ho honor to refer to Ill¥ t elogromo of Septezber 17, ll •·"• and 

Septeaber 19, 4 p. m., to tho Eoo'onooy, Chun4P<i 04:, 1D. regard t o traffic con
IHlonc on .no YUDllel1- lndochina Rallvoy, and t o r ez>ort that the romonl o f 

raUa fro= t he a')utn.ern aee tioc of t.hle l ine ht.a nov !)rOG'f'tlttd. t o a po1Dt 

ull ~~n :.C..h~ti, ..bich 1a a 41~1don po1Dt 71 ll:ilouura !roD the bor-

4!er • '- Hc..:ov. The achedule call a f or the te~ric.c: U!) of betveen 2 and. 3 
..;1lo::.eten of tf'ill per day, but wor:C htu P.'P 1~arently progreaaod &t a a lover 

rote thnn th1a. However, there fiat been no rel~t1on of ef!ort o in th ia 
etrectlon, and t ho eventuel objootho 1o oe.id t o be the doo t ruction of tho 

lU.• ec f.r ao i-!ont;tn - Pilb1hcha1, 178 :Ctlometoro from the border. 

:i:o r oaci-bcd 1toelt 1a aloo bei~ l&r6"17 deotroyed, it 1a r oportrcl • 

.:.fTtral brldbc• haYe already been blovn up i n l'\Ulll.el1, • e.nd u. Ia U . .ke l7 

't t ._u t!:e aore htportM t brid&ea eouth of kt ll6-tn (o&OO& wich are tho .. 

tolti fi.b ;; t~e uT I &teat &!fort end entlneeri nc a cUl vhen the 11ne vas eonatruc

ted) ~111 In tl.,. be deDOlithed, 

li;on rt!!llo• nl t he reilo aro tr...,ollOrted i ....,diately t o lC\IIIJ\IDtl for uoo 

:~ t_,. !"C.Man-.~utatn&: ••et1on ot t.be Tunn.an- S:echYa.D Ballvat. conatruet1on 
·o v.!ch h belc,s rr;ol cll:y puohod. Kutai,. 1o au iz>portant blf>bv&7 ,jl:I;cU>n 

r • nt: tro.n"!''rt e~ tha t point vill great1:r !~ccilitr.te oblpo>enta t o t he 

1t.terlcr an6 usht in cloa rl04: KW1lllin$ ot rarco . It 11 l ..,rnod ! r om t ho 

•:ttlnooro In chtrge o f this lino (111oot o f th•"' J.me riciUl·tr&lnod) th .. t t rac;c 

1• boillG laid fro~ Kunmlng northwar d a t tho r l\te of about • k.1lo10e ter t. do.Y • 

oro to <<I t hu "Progreooed t o a point of about 4o lciloDOtoro dlotant !rom 

•=~. It Ia su.ted tha t tho t opography of the count17 on tbio ooct ion 
lt oot es difficult for bu1l4104: a• tho re...U ader of t ho u .. to Ssechvan, 

-;:.unmlog' a telocr&.~~ to tho fiii'ouoy, Chunilldn&, 
Cet , 22, 4 p. e . 
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t ... r tWU~th ~ brl'l&t o being needed, .l.p!)N'en\l;r t ho road-bod hu alre~ 

!IJ;t-1.1 beta. completed. Conat:zuct ion 11a7 be expected t o alov \(p, bovenr, u 

11 ~rocreuoo !ro• l111111l~~& a.nd tho COIII!>leUon of th h ooction b7 tbe end of 

IJIO- ~reoent yeoz, ac fi r at conttlllj>lated, mq Dllt bo accoiiiJ>ltobod, !he lice 

I• airoi/Ay in local uae 81 a lliOIUlO of do1l7 8Y8.Clat1on ot the !>OPul&tion of 

-~-.;: 0 t roi.;ht oenico for oncuation of oerehancUoe and :peroonal eff octo 

tor ~ d ote:aco of 30 k1lometera troa tho c1t7 haa nov bee" iut1tuteC, 

! pr i me difficulty encountered in uo1nc tbe i ron r a1lo troa t ae Yunnan 

&llwoy hu been tho fact tb .. t moot of t b.om ••• curnd. Local Fr ench. Railv~q 

of!!c!elo oboerved v i th aoco humor ~t t h e tice that rell10T&l of raUa froa 

~ooir l!co beL,., th- t t h ia CIU"f'a t ur< would llake the raU o uoeleu for tho 

Wl~ or c. a.ev l i ne. HoweYer , t he engi neer • of the Szechwan rL1lv~~ c l ai• 

"''-' a opecial co:etbod ho.a boon found (b;r Olineae wor la:en) f or ot r al!j)ltonine 

the nih and th< t mo ot of t hem can be uood, O!atorio.l 1o neodod tor ap_>r ox-

~telr 120 of t<.o 150 kllo~toro of the t action bo1ng laid, A~parently t he 

ire:: dee e r a ua~d b)' the French on th e YUI:ll1&!1 Railva,y are not beiAG t ra.ne

_.or ted to ... uruUng , • • wooden al et .. ie rt. e re uaed on the nev l!.ne, but lt l e not 

cle:r what d1"!'odt1on h t o be modo of t ho ol d tioo. 

:i'M rurui&n- Szechvan Rail"ey hao " certain amount of rolline-ctoe>: I n the 

: r"OTi.r:oe , t o tu!);>ltcen t vbich it can u s e atock o f t he Yunnan Railvay e.A needed , 

'-" ~"' o! t~e tvo U ne s be 1oe the aa:ce. Coal cen be obtained ! roo l.l:e • 

!liar..; orea , pcrt lculul ;r «t Xo-pao-toun ( ) about 6o ldlozetero belov 

::~ing on the Yunnan Ra1lvq. 

Koot ot the >'renc.h ne.tion&lo oiiiJ>l eyed b;r the Yunnl-!l Ro.llvq in the pr oT

bt~ ue cont inui nc; t o vork vit.h it under t he nell Cblne ae control . bidtt 

;:uu~-er t r ai n ae"1.ee wc.a i tl.ll.lCW"c.ted llround the aidd.le of October ovtnc 

t ¢ tOe t~r4t.t of Jepa.ntet aerial at tack• on the l int. Pat &C!f\Btr 1ervict 

exten~c . of eourse, only t o t he point We re the rAi la end . the ra11w~v'a 

rtsponaib1lit)f !or tra• el cea ail).!: t here . Paaaengera aru.s t the.a walk to 

Eo~ov-ico~al , arr -ngiQC t or coolie tranaporta tlon of l~e at e=horblthnt 

: ates. ?eneqera who =adt t he trip on t oot in tvo d.a1• den t he ga]) vaa 

only d) kilometers 1n length- reported t ho journey u bu.r<len•oze in t bo 

r>trelile. (The Fr enCil Ambaa&e.dor, yho r ecently eeme t c ICunmin, over the line, 

lold local ro.U>ray o!f1c iala tha t t he old cc.rn an rout o Ment:tu-llanhao-holc.<>v 

vao l'rtferable fo r t he l ower acct1on o f t he trip , l t 

ltlob i nt; of "orlc on the souther n end o! t he Yunnan-Szccb.wan Railway ha o 

reou!•ed In a d1ver t10D of attent ion from the Yunnan-»u.rma Roilwa;r: indeed, 

11 h u.o4aretood thd ordera haTO SO"" out to curtdl '<or;c on t he l atter 

line 1A f &Yor of the S&echwan rout e. An J.Mrican Qa!.neae eonat nu:tion tnti

:.cer Oil toe Burma Ba1lv&,7 recently 1.nfone4 the Conaulat e thac. o! the s e•en 

&ectlooo of the oaet ern part o! t he lluraa Uno (i:unai~l'aianQWI) • vorl< vao 

~•in;; puobod on!:' on the eaater'tl thr ee oeot1ono. !he 011ef Eng!.neor of 

\~e ~ II&Uvey, Tu Olen- yw.n, r ecently r eceived ordero t o pr ocoed to 

a.""6'<1nt for CDnoultat1on and pooo1ble trM of or of oaploycont t o the nov 

!1aicb!nc 
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811~ b1&1>"*1· .AccordiiiC to preUD\ plut \bit roo4, wh1cb viU 'be a cut
!( \o t.llt bler1or of Chiu froa \be Tali reeioD, ""v.l4 leaft \be :sv

:lpVa:f al Htltl<Yu, thence to Pi11CchWilJ1 , aorou \be Iu Sha lliftr to 
TWl4:th••«• thence t o Btiob~~n& ( ) • CooporaUoa 11 ... 
l•tt• t.llt K!dth7' of Co-..icationt an4 \be TW111&11 Pro'f1nc1al B.1cl> Adaui ... 
\raUoo 11 planne4 tor the eiU'l)' co111peUon o! \bit route , whiob it re~ 
•• ooeoou.ry t ro11 a otratec1e 'finpoint. 
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~cretary of State , 

\'lashl.ngton 

3668 Seventh. 

FOR TittASURY 

PWJI 

LON'OOll 

Dat~d November 7, 1940 

Rco•d 2 105 p. m. 

(l) Both the gilt cdgc and ordinary eharu quoto:d 

1n thr ecoond paragraph of Em busy' " 3462 of October 18 

oontinur t? r iSE , Gov•rnm•nt scouritice ~sterday 

standing a~ 111. 4 and or6inar1 shares a t 67.9. U• anwhilo: 

the saving campaign yiElded sterling 81. 5 million for the 

PEriod Octobe r 1 t o 26 towards a deficit of sterling 

206 million, the floating debt being inorc&ecd by only 

sterling 125 million, Wb£rE&8 for September 1 to 30 

savings yielded only sterling 60 mil lion and t he floating 

d•bt inorr&ecd by stErling 167 mi llion to mut a deficit 

of sterling 224 million. The ha l t in the i nor•ase in 

su,pply cl(l)Endit~ Which ooourrcd in Ootob•r when thE 

weekly average was sterling 68. 4 million as compared with 

sterling 65.5 million in September was sharply revcrso:d 

in the wack ended Jovcmber a when supply rxpcndituri: 

totalled 
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t <>talltd sterling 89. 1 million. 

~?) Though conclusions from thr i.ndrx of rrtail 

8 p,ln arr ncouearily oontueo:d WhEn oomparrd to upertting 

enc eraeonal tr•nds, thr figure tor 8•ptembEr 1nd1oatrs 

no special incrra.e• in the pUbl1o1 a purohaeo:e and thie 

tnnd couPled with improved aavinge ie regarded as 

rcaeaur1ng. 

(3) ~ere is, of cours£, no surprier in the 

announcement of financial assistance to Grrror to meet 

96 

bcr rcquircmrnte in th• strrling area with the initial 

loan of atrrling 5 million. I t 1e rxpcotcd that purohaers 

ot GrEEk driEd frUits and other produote for immediate 

drlivery from goode available in Egypt held by thr Unitrd 

Iingdom Oommeroial Corporation will follow. 

The particular concern is with physical delivery of 

nrcdrd armaments and suppliES rather t han !inaner. 

(4) Two Trra.eury orders permit United nngdom exports 

to Canada and l!o:wfoundland to be paid tor 1n etcrllng from 

Canadian authorierd aocounte (euoh aocouots only to bE 

oprncd with !lank of Engllllld prrm1111on) and payments to 

Pb1lipp1nu and et: rtain otbo:r territories to bE paid for 

in Philippinr prsoe. Thr namce of thr •other territories• 

•111 br obtainrd latrr. 

JOHROII 

&LO 
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Storctary of State, 

\lashing ton . 

3673, NovEmbEr 7, 11 p . m. 

CO!e'IDENTIAL FOR TREASURY. 

QJIAY 

l.ONDON 

Dated Nov~r 7 1 1940 

Rec 1 d 6 p. m. 

97 

'!'be British Treasury has communicated the follo'trl.ng 

to bring up to date thE payt.~cnts agrumtnts position dis

cussed in Buttcr>-rorlh 1 s 3291, OctobEr 2 , 6 p. m. and ~40, 

Oo tobtr 8 : 

(1) The agrEEment •lith ChilE .,111 probably soon bE 

s1gntd, although thErE has bttn a sli ght dElay f or dis

cussion on some point said not to bt of much importance . 

TbErt is still no d£ jurE agrEement with Peru. 

Nt@Ptiations -.ith !!olivia continue . 'Ih£ Sol1v1ans 

llavt agreed to the British ':'rtasury' a proposal to set up 

special accounts for sterling outside of tin concentrates 

sterling. 

Clba is expected to Enter the pic turE shortly. TbE 

Uni ted Kingdom might bE able to buy mort sugar there , and 

there arc insurancE interest s involved. However, as 

indicated 1n 3291 , the British Trtasury will inform us 

before doing anything , 1n viEW of American i nttrtats. 
Bank 
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•2• #'!>673 , November 7 , 11 p . m., r r om London . 

Bank or ~ngl~~d r cprcarntativ E who has be en i n Chi lE 

1
, dealing ,.,_ th Col ombia and Venezuela . 'Iht \'tnr zuclan 

negotiati ons a rt br i ng handlEd partly i n London in vir~ 

of diffioultits rxpcrimctd i n VEnEzue l a , 

98 

Thtrt is a smal l agrttmrnt on t~r wa7 rith Par aguay. 

'l'hU u linktd up "1. th thE ArgentinE and would probably 

involvE paym£nt ?araguay's attrling into ArgentinE special 

accounts . 

A multi- lateral arrangEmEnt is in contemplation ~ith 

thE Argentine- -long i!'l sttrlin,a, ~ nd 3raz1l--short , 

although one or thE other dote not kno<~ it yet. 

ThE last annual rtport of thE Arncntint Central 

Sank oontains v•hat is dtsoribEd as a substantiall:y ac

curate account or thE Ar gentinE agrttmtnt. 'lhtrt nrvtr 

hoa bun a text or that agrttmtnt , by thE way; as i t 1'1as 

fixed by an exchange or tEl tgrama , 

ThE probable direction- - although not yEt settled 

policy-- ,.ill bE to tl1mim tt rru a trrl1ng rrom thE Ameri

can oontinrnt ae a who l E. 

(2) As tar as otht r parts or tht ~orld art concerned : 

Tht British Tr t a sury would not rEgrEt thE tli mina 

t1on or the Swedish agr ttmtnt , as it has cos t too muo h 

gold . 

The situati on v;itb Japan 1a uncha nged, and tht Japs 

ar t 
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-~- #~67'1!>, •<ovcntl tr 7 , 11 p , o . , from London. 

art now looldng at a British text . 

'nt trE l'tErE plans !'or an agreement with Yugos l a via , 

which would havE bEEn pl easant . !'rom the pr -:stigt vicvt

point; but thEir failurE to materialize is stated to 

n:cnn lit tlE !'rom other poi nts Of ViEVI . 

Hungary's cxe.mplt is taken to sho:• that the actual 

ttrl!!ll of agrEtmtnt do not matter much, and that it is the 

US C of thE s pEcial accounts procedurE that 1s important. 

7hE ~Unfarian ?orEign O!'ficc, he. vi ne: turned down proposals 

for an agreEment as not fea s ible politically, thE Central 

3snk of l!uns nry promptly 9.Sktd for information hov• to 

open specia l accounts ~nd has done so. 

(3) Referring to Exchange r n tEs , thE Treasury in

dicated tha t--ExcEpt in cases of countries lilct Greece, 

t»sd1tionall~ tied to sterling-- thE r a tes used art based 

on t hE appropriatE dollar- s t erling cross rates as starting 

point s . Ob viowily the y do not stop there in all casts 

and in this connection the Treasury notEd anothEr and 

~road aspect of "probable direction": from 45 different 

kinds or pounds in thE various a peoial accounts arrange

ments with count ries with or without payn"ents agrEEmEnts, 

they hope eventually to rees tablisb th£ interne. tione.l 

nature of sterling. Peculiar as is the process used to 

approach such a r esult, and although they do not expect 

a 

!?9 
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· •· ~~673 , NovEmbE r 7 , ll4P. m., from London. 

a return of prtoisEly thE old status, thry nEverthEless 

rr8ard the present stage as less Sobaohtian than ap

peared l i kely at first . 

JOffiiSO!I 

liK 
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fEDERAL RESERVE BANK r. •: Ooo•--, 

Ol" N~~:wYoAK 

lon.ber 1, lMO. 

net 1 ppiiAL 

DrMr llr. Secnt&r7t &tS.ti•• lr· B. lerla r.mtgp 

~t to Ill'. Cocbftn•a requeat, I ..,oloe• 

oar -1<17 oo.pilaU..,, abowillc dol.lLr clieban-ta 

out of tho Brl Uab ...S rr.>ob ..,.,......ta at thb bull: ...S 

the -• b)' wbiob thooe expaditm.a -re f iD&DCed. 

L. 11. DIOD, 
Tioe Preeideat. 

lloDorablo IIIB1'7 .,.....tbno :rr., 
Secreta.J:7 of tho !'l'MWI'J, 
Jaohiqtoll, p. c. 
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AliALJSlS ar l!lli'riSII Alii> l'tlll:aJ Aa:OUllJ'S 
l~~ronaot~~.- ••• Brl.de4 Orl. )0, 

-- UI1C 
c R! D r-or-s

'Pt-ttf:iOa~ 

Str1oUJ 
1940 ~d.iD:tial 

07 J'RAliCI 
D E"lfl T S 

---, 

Total ~~4 I Other Tntol 

Sale• 

Ot her 

13.4 

100., 
5 11. 7 

- 8 .1 
- .12.4 
• . .3 
.. 22.4 

lrat ear ot ~r t~ • ., 1 1 3.a eo:s.& :s.o 1 o9:s 

~· .. '"' - .3 316 0 ~.3 

ClU· ~ I <>All. --· 27 

o,3==rlhtl• -~!l! • .l~U.t..:.a...,_, _. 

Aft!'!§! .elt.b •mnU tu:r.e ei.fiOI, out.br-..ak ot war: 
:rr&no. •ll.rou6b lt.me U J Uv.i . mloc 
~ (\~ ,_ lt) 2f,h.Ullo!1 
J'nd,&Dd. ( ti.oo• J"une U) 60.4 aillto.a. 

to.l ooJlllon 
n.4 aUlJot.~. 

(SH tontnotea OD "'"l"M •tde. ) 
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(a) Thl"'("'Ugh J\l.no 10 , tho8o t1gu.roo :repre~n t tntal GO.loo ~r Al'"lo:rt')llln M.,urities in So?-Ond Diotriot :ropt"rtod ft~'r ft')')('U.nt ~t the United X1n,e4nc. 
(Prn3ooc1o nt thooo aaloo , lxwrevor. any m t bno boon "lroditttl t~ tho Bank ot l'Zl.gltlnd ' o O.l')nW\t in o.ll'')aoon. ) Docit'.ni ng r.1th tha 1'JOOk 
ended J'U.n(l 26 t t ho r1P\il"'O l'Opro:;cnt t-rnnatOl"O from tho 13D.ni<: C\.f lo-k\ntroal 1 r;ew Ynrk Agon1y , whhh in )(latncUa.n f("'l" l"'quJ.oittculecl Amol"l.)OD 
ao'luritioa: hold in t.hlo t~ountl"b Tho trenor(lrr. GJ'r'U'OAt.l,y rotl~t pl'f'loeods "r otri'lial mnu.t1.ty M.l.on, tn'\lu~..tnc thf\t:e hll:d.lod th..'"'OUcb 
pr1nt.o dooltJ. Jl'Otl J"uno 17 to 3\l.lJ· 19 , tro.nocntlona 1n DO)Ur1t1oo ,.ayable ill opt.,1f1o4 r'h:-ei~ 'nlrronolo:~ , ln'l1u:Unz :1/'ll.l.ar o , by ~•Hod 
KlngdC"CC rooldonu .won prohtbltod •. 

t b) I.D'll.udea proloodo ·fl't oelao or "reQ aterod."' aWrline 1.., th1a tA'ri!et only. 

(l) 1Allu.4oa ~te-t'or al-:nunt "r artttr.h B".ttlM.S.nt Otcl1u1on, Srttteh Air 1U.."\1stt7 , B:r1.t1atl S~p:·l:• Onere! , utniatrJ c-'f S>..<p;ll.7 T~:t:. ~ntl""l , 
on4 llinhtry or S>lppl!:£,. 

~ l.D.1l.Qd-'• rar=,:to tnr Cll')t'lol.Ult or Pro~~ .ar Ot'liiL;loCl"'a. an<! 

(:f' ln,lu4•• -.dJujft.•n£ tnr ( •1 ebon. 

(t) AbOut 10$ DiUitlft trenarerred troD a~:x'lu.nta nt B.riUIA a.atbnr1u4 ta.nka with 1;e:: Tf:ric -:xo~e. 

( &) .c.xr.a~ Sll mtUiC\n trar..r'orred t'rort ovx-.unta "r LrStSts!t c..n.~oritAt ~ri.'l:o ..-tth !iot' Yl"r;t ~:1. 

I (h) ,Abclut 30 miUinn trt\r.:.rorro4 r rc:a o:!ounta nt Br1t1ob uuthrorimd ba .. •'lk3 with !tow Y"rk bnMc. 

(i) Abe'out $10 111llion ~ra.n:JtorT"Od ft"CJQ a-:1~unta nt Dt•it-!M o.uthN·hod bor.lce with New 'york banl:a. 

( J} Adjuutod t.n ol1Ja1nnt o tho &tfo lt C'lt ;20 clllllon p:t.id out ~n 1\u'IO 26 3nd rctlu'n'd the roU,..trl.ns <Lo.y. 

(k) Ab•ut. CP. mtlll•m trontJterred f'rc!Q a)~t·unh .. r Brt thh eutlY•riY.e<L batiks \.'lth Non Y••1·k bonka . 

(1) Abnut. ~ m1U1r•n tTO.na-rorrod trtco. &1-ouunto or Br1t1eh authnrho4 be.nku trith No\'1 Yc•rk bo.nk a . 

la.) About •• a1Uion trane.torred .troa ecc.ounh ot Britieh aut.horhod. banD with New Tort btnlte. 

(n) $1 aUlJoa trenetorr e4 tr• uc.ow:~t ot Royal Noth orlacd.t OourMent at this bank. 

... 
~ ""''" <>I:! 

-4 ::.0:~ § 
~;;.,;! 
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1.03 
TREASURY DEPARTMENT 

• 
INTmt 0~ COMMUNICATION 

DAft Jo,..'ber 7, 191to 

tO :~·==~orc•nu.... S T R I C T L y C 0 N F I 0 EN T I A L 

rollovilll iutl'UCUono 11..,. to ae athr our Staff M .. UJIC ,...t ordq torouoa, 
1 ttlopboud llr, Pi110ont in the !rU1oh llll'bee07 et l21lf5 DOOD, I tol4 h1a that 
s.croturllorCtlllhau would be arr1Tillc 1D liDceton on JoT•b•r 13, accoap&D1o4 111 h1o 
oldo, ~IOUIOD&IIt-Oo~U' JlcXaT, all4 ""uld be clo4 to aCC-slt the Oo.....,.,r Oeaeral' o 
lllrllaUoo to opoD4 that lliel>t at KiD&' o ll'ou... hrtharaoro, llro. llorc.,U.... vo'Cil4 
r..ch 11.DcotoD tho folloviDC 4a;r aD4 oha aD4 tho S.crot017 would be plaaoo4 to opaa4 
tho ll1cl>l of lo,..bv 111 at the OoTOJ'Ilor General ' o. Utv that, bovner, t he 
Soerolarr pretorre4 to otart looll:iJIC arouD4 tho hlaD4 all4 not to han ezq detWh 
e-.tteuto aa4o •• to plano or hotalo. Re would 4hcuoo ouch plano with t ho Oonnor 
Gcerol upon h1o arr1Tal 1D JtiDCoton. I o44o4 .., upre .. 1on of tho Seerotal7 ' o 
upreelaU on of t ho Oonrnor General'• 1DT1tatlon. Pinoont proaho4 to han t.ho aoo
ooc• out t o Xl1>41t on at once. 

( Ao proalae4 1n the aboTe-mentlono4 conTU'oat1on 7eoterdq, llr, Malcola of the 
'l!r!tloh llbbate.- hat todq oent to ae a letter of 1ntrod11Ct10n froa tho !r1Uoh 

Clwce d'Affalreo here to the Oonrnor General of Jaaalca, vhioh I han hoD4od to 
L!e• tenaDt -O......,.der llcXaT tor the Secret017, 

• 
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llo. 240. SI'llJATIOI J!Z!'ORr 

M.I.D., V.D. 
lloYeaber 7, 1940. 
12100 M 

104 

Tbia military a1tuation roport ia ioauod by the Military 
Intelligence DiYieion, General Staff. In Yiev of the occaaional 
inoluoion of political information and of opinion it it claaaifiad 
aa Raetrigted 

1. Western !heater ot Yar. 

1. Air Foree Operatiopt. 

The: GarD&n Air lore• ateppad U.J> the acale of ita opere
tiona materially on the 6th. Da¥ligbt attacka vere videepread DYer 
aouther~ England and OYer adjacent vatera. Southeapton vaa attacked 
particularl)• he&Yily. Nig)lt actlrlty centered onr the London area 
and OYer unindentified induatrial centera. !be intenait y of the at
tackt on London vaa high. 

The Royal Air Force carried out oorwal night bombard
menta. attacking primarily oil refinerioa, factoriea, ond rail 
jwnotiono in Germany. Spandau, near Derlin, vao raided. 

II. Oreek Theater of War. 

1. Groupd' Onerationa. 

!be Italian coii:DWlioue of lloYe:obor 7 report• that on 
the !pirue front their troopa ban croued the ~- Rher. 

'!'be Greek collllUDiQ.Ue of the aue date reports local 
Greek vitb4ravala in Epirua. 

!be linea on the norina front appear to be atabilhod. 

2. A.ir Force 0peratlont. 

'!'he Italian Air lore• continued to attack porta and 
COIIIIIUDiootiona and to eupport ground troopa on tho norina front. 
Caaaation of attack• on Saloniki ausgoatl that an ado~uate air de
fenoo baa been eatabliebod in that area. 

I I I. Mt41ttrranean and Atr1oy Tbtatere pf War. 

1. Tbare hea been a bot local action at Gallabat, Sudan, 
vbicb tba Brithb appareotly are trying to recapture. 

RJSTRICTII) 
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2, Tho Italiano r eport air tie;htiJIC ao occurriac 
incident t o tho Gallabat operation, Tho R, A,l, ra i4o4 l&ooala 
in the Sudan an4 Bar41a, Oar-el~rein an4 lcrt lla44.aloaa aloac 
the Mediterranean ooaot , 

I!ISTBlC'l'll) 

-2-
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TR~SURY DEPARTMENT 

..... IIOV ?M 
.. 

11r . Fol•7 

In accordance w1 th the requeot contoJ.ned in llr. Thompson • a .....,_ 

rondur of O.ecber 26, 19.39, there io at iached a o\llllll&ry report of studieo 

or projtcts carried on in tho Office of the General Counsal for the 1101\th 

oC Qetobu, 1940. 

, 

' .. 
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• .. 
SMLlRI I!BI'OR! C. S'IIIDIES OR I'RliJII)TS II 

tm omcz or 'DIE oDmw. eoiiii81L _ 
OCfOBI!t 1940 

Tile follooring ~~attere reeebod a ttent1oo 1A the Office of the 

Cbiof Counoel for the Bureau of Intem&l Revenue• 

1.0'7 

1. Incou Tax - Second Reven\!8 Act o! 001 Tile Seoond Re._ 

Act of 1940 waa approved by the Pra oident on October 8, 1940. 

Regulations under that portion of'the Act relatill& to fll:lOrtiza

tJ.on of """ taelli ties were approved by the Secretary oo 

Oct.>ber 23, 1940, as '1'reaauiy Decision S016. A tiJial draft. or 

rogulatiana under the •eora1nge and protita• provisions of tha 

Act hae been prepared and su\:laittecl for review. the D1vis1oo i s 

no• concentratill& on the development of fUrther regulationn under 

tho Act, pr1nci~ thone relating to the excees profits tox 

provisions and those author1zill& the 1'11111& of conaolldatecl re-

turns . 

2. Incoce Tax - lion-taxable Jleearvea for eonatruction Pemittecl 

Under Ae-ct.ent to KercbaDt lfarint Act. 1be aundaent to the 

!Mrchant Var1ne Act pendtt.ill& ~ t.ex-tr•• ac....:Lation of ,_ 

plac...,..t r aserves, Public, llo. ~0, waa approvecl b7 the Presi

dent on October 10, 1940. l'ha 1eouanca of jo1At reguletiona for 

tho edainl.etra tioo of the provioiollll are provided for in the oo

o.ct.nant . Consideration is now bein<l gi van to the deYelopment of 

appropriota regulations. 

• 
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) • <>ei<U. ~ecW'i ty - CocnJrehen•i ve Anendrl•nt or Railroad 

Un "o1ovmrutt Ineurc.nce Act and Railro!ld Re tire:1ent Act of 

1221· Bt vil'~ue of Publi c , No . <1)3 (S. 39:!0) , apfrovod by 

tto :·,·uo1Jent on October 10, 1940, tllero ''"" effected 0 co" 

t l"t..'hon~i vo e,::,o.nd:lent or tho PAlilroud Unenploymcnt !n:au·~ce 

• t '· the f.c.llroad N!tire::ent f•ct of 1937. Prior to the 

~· 1 n ... Ct.:l;nt of the c.rasure, there 1:7 :s oli:i.nt:s.tecl fl'(K; 

..... lill t..._e :"rovi3ion ...nich uou!. 1 m.ke decision= of t.he 

1'.r~ T.etirc.-:.e!1t Soo.rd bindin~ upon the Trea=ry De;ert-

nt. 

108 

'•· -~t-l !:ecUl'tty - Ext.-m•ion ot Ttnf\ tor Procuring reJeral 

!£.'Uit l'e l!ontriUutions to Jt.t-.te Unoeplormont. funds . By vir

t.ut.~ .J,: :lection '/01 oi the Second f'ov .nuo Act of 1940, enployera 

.· n ......:...,., :...: r .. cle ·mier .. t .. te une-. ,o~rnt. co ~~nc&tion la\'l'S 

!e "" . .he ;J.[,_SiZ Of ~ credit. ~'-J.n .. t. r..:~iert..:. .me:;?loy:;:.ent 

u: e :'or 19.h , !937, 19)3, •n.. 19~? . Con.l~e> .t!on l- be!n£; 

n ">"'l ro -!!1 t.o ft-cilitc.te the c.J:alnia~rc.ti~n of this recent 

n .et.ncnt . 

, . Incona Tax - Cold!ors ' und Sailors ' Civil Relief Act of 

1940 . On October 17, 1940 , t ho ProGiden t t<!'>'%"0VOd S. 1,'710, 

Public, llo . d>l , tJ1e Soldiers • end Seilors• Civil Pelief Act 

ol' 191,0. :::ect ion 513 of this Act r oquin• dororc.,nt of the 
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eolleetim ot 87 tax co U.. inc011e ot an_y peraon engaged in 

the lllilli;er)' service . of the Uni tod Statea if the abllity ot 
~uoh peroon to 1"17 the tax is tl&ter1ally iao()ll1red by rcaaoo 

or such service. 

6 , lncoae and Other Tuea - Re!!!ftl of Various Provisions of 

Prior Acta Proposed by Cooll!littae on Reviaion of Laws . Consict

eration is being given to the occaaion tor and the possible 

consequences of~ repeal of certo.in atatutoey provisions pro... 

po•ed by the House eo-ittee on Revision of Llln in H. R. 9'nJ, 

H. R. 91182, and H. R, 9947, 'lbe suggested repeal is proposed on 

t.ho f!round that the proviciona involved aro obsolete , A Trea

sury roport on the bills requeated by the Chainnen of the Com

llittee is nor: being pr epared . 

7, Ineoce end Other Truces - Code of Fod~ral RoeuJ.ations , 1939 

SupplOilent. Gftlley proof ot the 1939 Suppluent to the Code ot 

Federal Regulations has been checked and returned rl th correc

tions to the TrellBIU')' Arcbi viet. 

8 , Vinaon-rr-ll Act - Su.spcMion. There is being developed 

a Trenoury decision prescribing regulations r e the effect ot 

.. ction 401 of the Seeotld Revenue Act or 1940 suspending the 

protit-li.Jiiting provisions or the Vinaon-Tremmell Act. 

'!be handling ot the above utters n o oupervisod by G. E. Adams, 

Hell.CI, IAgiol at1m end Regulatiooa Division, 

1.09 
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tho following work was done under the auporviaion of Assi s tant 

Cenol'<~ Counsel CUrns t 

.. 

9 . Treasury Control Over Credit Unions , 'nlie opinion, wh1oh 

r:ae ei cned on Oc,tober l , 1940, wau prepared by Ur. Fei dler 1n 

••nn,;er to three quos t1ons r aioed lq the .Adlll1niatrs t i ve Ass18-

tnnt to the Secretary. The opinion concludes (l) the TrealiU%7 

Du,.art<:cat has no supou'Vision over Federal Credit Unions; (2) 

t.ll~rc are Department r egulation• which prciUbit a superior offi

cer t'roll borroll'ing 100ney t'roll one or Ilia subordinates end also 

1 rohibit, under certain circ:ums tcncea, a subordinAte from l end

inot to a superi or ; ( 3) the Tree.1111ry Department tllMot 1.,gally 

is. ue a circular probibi tinl:l omplo;yooa r1·or.o exeeutin{; notes to 

Crodi t Union• or others us co-makers . 

10. Reinstatement of Government Eorloroea l'.ho filter Milit&r;r 

or NcvU. Seryice>. This opinion, prepared by L!r. ifl>lf , a s ~ 

on October 1 , 1940. It sets forth o.r>d llW:IIftrizoo the reotorot1on 

prcv1e1ona of sect1nn 3 of the Jo1nt Peeo1utioo ot l.tq;USt 'Zl, • 

1940 (Pub. P.ea . No. 96, 76th CoD&reos) and :ection 8 of the 

. elective Trainine and Service Act of 1940 (Pub., Ho . 783, 76th 

Congroos) . 

11. Procur..,ent-Subrlssion or Invoicu. '!his opinion , signed 

on October 1 , 1940 , was propared or1ginol.l;y by Mr. Davis ot the 

Procur011ent legal s ectioa and """ revised by ILl.oo Goode. I t is 

• 
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Jn t~~~aftr to the question ...,.,., ... it. 1a a Yialatica or sect.ica 

109 of the Crim1nal Code, which IU.ba it. an ortenee tor a Gov

orMent e.pl.orae to A88iat in tha p1'osecut.ica Of a claiJo against 
. ' 

tho Uni t4ld Stot.ee, tor field ~fleers ~l the Procuraaumt D1 Vision 

t.o oond a tom letter to coutrectora to •boa the Unit41<1 St.etee 1a 

indebted, intoJ'IIIing t!>aa that ou~eaiou ot inVoice 1e neceeaur 

t.o obtain ~t. !be opin!oo coucllldea that it 1a uot a Yiola

tlOD to send such e. letter in the course of their off icial duties. 

llon...,r, U.e opin1011 su;:&eot.e t.hnt it would be adVisable to inton> 

the Comptroller General that reou.ption of the prac~ica of seoding 

out letters is cont..,ple.ted and 8U811eate a new to,. . 

12. ClMolfication of ll•b9ra of froceealM Tax Board of Ravi••· 

1'hio opinion wns prepared by Ur. Pl1111b in llll&wor to the queatiou 

.. J:otbor ouch members are exempt !1'011 cle.aaU'icetion by virtue of 

reotion 917 of Raveuue Act of 19)6. It no eijpled on October 151 

1940. the opin!oo CODclUdea that the aelariea ot the Deabers ot 

the Boud are DOt subject to the ClaaaiticatiOD Act of 192). 

1). Brit.illh Pwyhaae Tex. lleaara. Owen and Saith of the CDatou 

l ec•J. starr studied and appro•ed a letter to tho Sacrcte.rr of state 

intortinc h1a that the proposed purchase tax of tbe Uni t4l<l !Cingd .. 

r.ould fol'lll a part of the foreign oralue of merchandise iaportad 

the1•atroa UDder exi&tin& tar1tf lnn even thO\ISb actuallJ' ' readttecl 

Jn the caaa of exported soocia. !be .oat recent dovalopu~~t Oil the 

aattar i s e ~ DecieiGD sipll! b7 Actin& Secret.err G&8tool Oil 
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OetoLer <6, 1940, requir1.nj: that l..nvoleea coverinb cerchandis e 

t ubjeet to the purchase tex imposed by the British Finance 

(No. 2) Act, 1940 , shipped to the llnltod Statu tro,. the United 

Ki~dom sholl sot forth certain •peolfic tnformation with r e

tpoct to eueh i tem of such merchend1se . llr . Ownn pe.rticipekd 

in tile drllfting of the Treasuzy Decision nnd 1n the discussion 

of it rith a repreoentetive of tho llr1t.1ah Dobull)' . 

1~ . Coffe~ At;r eenent . J.lr. Dwnn, Chief Counoel, Custo=, end 

ilo Co:al.ssloner of Custo--s have hn<: ae•toral discussions 11'1 th 

• oprLGenutives of the St<:.te Depo.rt:ncnt on the propo! od coffee 

1 ~roc~::cn~ 'ilitJt cert..ln South li.merieun cowttrio• for the purpose 

of lnuicfiting the type of provisions 'ilhieh 10ould be desirable 

!)•om the standpoint of cuntollls adml..niotration . 

u.. Currency Conversi on. IU·. Everett &lith represented tbe 

Chief Counsel 1 s Office, Customs, 1n n conference between 'i'rea

GW')' t·epreaent.atives ( lncllld.ing IJeoora . Codrns mul Feidler) 

.nd o:. icials of the Fedcrcl uoern Bonk of lie• YorA: concero

ln. tho r>.to of exch.enge for BrnziliM dlroie , Cllilean pe•os, 

on<l Unlg\UI,yWl pecos 'llh!ch should be cortU'ied for custo::>S uoe 

~uraw.nt to section 522 or the Turit! Act of 1930 (U . S. C. title 

31, ooc • .372) . 'l'he purpose of the conference woo to reach Bll 

rljlroment as to the proper pt•ocodure for tho Bc.nk end the Tren

aury. No definitive ngreemnnt ~•• r oachod, but the pnrticlpanto 

Regraded Uclassified



• 
• 

-1 - • 

for the Bank, .. aaro . _1'lr1abla, ~ - Laag, tob4ecl to .....,. 

w1 th the freuurT'• Yiett that e.rlitioatiou of offioie.l. rat.. 

for thoee curnmcrleo ollolll4 be 41-tiJmecl. 

By Yirtue ot tha -po~ IIUapiDaiOD ot lepe.l.a t.1. n MUon b)' tl.e 

Congress, practic~ the entire ot.err ot the Lapelative Section bave 

been granted leavu of abe.,oe ..W.ch t.hq ha4 uot preYioual;r been able 

to toke, - aa a result t.hare baa been ao utarial chaalge 1n tha 

atudl.ee alld projects being handled b.r that eaoticm. 'lbe following are 

txcoptiono to tho abovea 

113 

15. Proeoaecl ' MO!lta to the J"r'm! llarcotic Lan. 'lbaae -n-
...,ta ban been ret>amecl to tha Bureau of the Bu4&et. 

16. Litigation - 1!4rlow A!l!rl!· In the Serlow cue (1t&at 23, last 

month '• report) , the Court ot Appaala for the Dietr ict of Coluabia 

i ssued an order under data of October 28, 1940, the affect of tlbich 

"OU to require t-o41ota pq~~ent to Serl oa, the bollb 1J>YODtor, ot 

the SUit of $296, 359.60, reprea .. ting one half of the uount appro

priated b)' Coagreaa to Serlo• to reillburae hill tor uaing hie bollb 

patenta. !be be.l.anca ot the appropriatiOD is to be be.l.4 UlltU t1nal 

doteral.nat10D of the caee on the ..rite 1A the District Court, or 

untU turtbar order ot the Court ot Appaalo . Ellis end llana011 baft 

110rltecl oloeeJ.;r with J uatioa 1A tha ......,Hng ot tbia caaa. 

1he followiDg - t tara ,.... ""rlte4 Oil IID4ar the directi011 ot Mr. 

Bernstein a 
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17. l'oroi(!!l !'IIndo Control. '!bis office drc.f'ted an aaendaent to 

tho !xecutive Order and Regulations oxt.onding tho provisions 

thoreof to the proper ty of Rwlulnl.a and natioMls thereof . In con

nection l~orewith this of fice also prepared non general licenses, 

ino~"Uctions ond forms . 

An oxt.ons ivo MOunt of wor k baa &lao been dono in the enc.,er-

111,; of correspondence relatin(l to tho Executive Order end th.e ex
~ 

c.:Un•tlon of legal questions 'I!Uch are cont1nuolly orisi.ng. 

In cooperation with Jlr. Cairns' off ice and the Bureau of Cus

toe t hi s otrice participeted in diocuoslons concerning ~~ethods of 

controlling shirnents of French pointinl:s which were being s.~i;.>ped 

from Liebon , Portugal on the SS EXCALIBUR and from South Anerica on 

tho SS OOIIALD ldcKAI. Instructions WOl 'O sivon to the Ne" York cua

~~s off ice f or tho detention of the paintings in question . Tbe 

hi.>. tnl! compnny was also instructed not to recei vo bills of lading 

or other evidences of ownership covor1ns the paintings pending tho 

ic>UMco ot 4 license lr; this Department outhorizinj; dealings in 

·•c~ evidences ot o'"'orship. The paint.i.nss wore re::>oved £ron the 

:s EXCM.I BUR by the British a t Baraw!A; the casoa of paint1nj;s fro~> 

tho DOIIALD llc!Cll are now bald by OuatociB at Puhllc Stores. 

Thi• office also worked on the prohlam of dealing with tho 

asoota held at the World' s Fair by hlocked foreign count ries and 

n«tionals thereof. 11r. Luxford spent s everal dayo in New York goiD£ 

ovar thlo Bat ter with the Ouato::IS end Federal Renrvo officials . 

U4 
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Appropriate act ion bas been t&kMI to obtein r eports of such 

auets ond as the eases arise, inter ested perties are being 

notified of ths necsssity of obteining a lieanse. 

Tho en tire starr worked on the forosoing liAttero . 

J.lr , Bom stein pcrtici puted in sever..J. confsrences with ra-

0U'd to t..'le por.sible extension of the freezing control , includ-

1ng e conference at the Depert...ent of Stat e . 

l.S. !'l.n!'llsh LoM Pa"lj!lmt or JW'Ia 15. 194.9 . Ur . Benatein as

silted in the preparat i on or a re,lly to an inqu1.'7 !'roJ:> the 

:'innish Leg .. t 1on rlth r espect to the questi on of 'llhether the 

l'1M1sh Government may now exorciaa ito option Wlder the Vanden

btu-~ resolution and have ret urned to it tho loon po)'lllent which 

it ""do to t.."e Tl-eaaury on June 15, 1940. 

\9 . '.il.thc\rawal by I tali ans of Fun<\4 ill this Count:ry. !lr. Bern

otein po.rU ci pt.ted in tho consideration of various alternative 

J:>Othools or dealing with the problec presented by an elleged rlth

dr wal in cash of s everal a1l.Uon dollars or l'unds by I tallans, 

on.! in deperteental discuss i ons on the ... ttcr . 

~'l. J!uclc-A-Chue!cy Gold . lliss Hodel and :.r. Fried:olln pertieipeted 

in di ceussions rl tb J ustice end In t ori or rog=dinc the sale of 

i Old r aeovored on a Government dam proj ect by r.orker s on such pro

j oe t . Justice eontomplates a aui t "illins t the lllinors end piU'

ehoaore or I!Uch gold. 

• 

tiS 
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21. Conor&l llexican ClaiJos BUl. Th.ia office cooperated with 

11r. Bernard 1 a office in clraf'ting a proposed veto :nessage to the 

"bove bill •1l1ch provides for the immediate pe)llllent of General 

tleldcM Claims . The b1.ll i s still in oonforence and when it 

le~vus conference it is proposed to dis cuss tho veto message 

rlt.~ the Dopartl!ent of state. llr. Sutton and llr . Friedman wrked 

on th1a . 

:!:! . Code of Federal Rerulationo Material, . Tie reviewed caterial 

11.6 

to be included in the 19.39 Suppl811ont to T1 tle ll of the Code of 

FadorDl Regula tions . The oater1Dl included oilver regula tions, 

~ocret Service regulations ~d quarterly proclamations of the vDJ.ue 

ot foreign money. i.lr. Crollldll end lolr. Sutton 1\'0l·ked on this. 

2,3 . Sdbotclae Awards . llr. Bomstein anti IJiso llodol attandod D. con

feronco in tho Under SecretD.ry1 s office to discuss whether or not 

tho Treaew-y Dep<>rt<aent would be in a pod tion to cake pa)llllent of 

tho eabotage awards on October 1.4, in cue the Supreue Court banded 

dom a declaion daeying certiorari. llr. Bamotoin and lUss Hodel 

also attended a conference in Aasiatant Attorney General Shea's 

office at n!lich the matter of P'Q'l~Oilt of the awards was again dis

cuoaed , I t tm:l decided thnt tho Treuw-y should not be reed7 to 

mo.ke ~ent on October 1.4. 

On October 1.4, the Supreme Court granted certiorari in the 

Z. & F. case. Copies of a pet! tion to tho S.oretllry of Stcte to 
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recall his eert1fieat1cos of the aabota&e &warda were served 011 t.'le 

S• crot<lrY of the Treasury· Tho Depo.rtoumt or Juatieo fol'll8ll7 ad

vised tho Treuury not to lllllke p~cy~~ont of the o.warde pending the out

come or the present 11 tignt ion. 

23. l(nthorino Drier Cnse. In connection with Privnts Lnw No. 509 

tor tlto Relief of Katherine II. Drier, llr. Aron, attorney for l.frs. 

Dri•r , eulal.tted a 11e1110randw:~ for oupport.ing a petition for r eaudit 

on.\ for the P'IJ'Ient to lira. Drier under thla Act. llr. Bemstsill, 

11180 Hodel and llr . O'Danl.el telltecl to lolr. Aron about t..'>e cetter and 

it w:.o doc idee! thct the 'i'reMUrY Department could not e;;ree w1 t.h 

/~ron• s interpretati on or tho law. lira . Dri er oubs equently dese.ndod 

tltot tho Depcrtment pcy her forthwith the 25 percent which is being 

r ow.inod by the 'fre&b-ury Depcrtllent pending the determination of 

rlj;ht s of various pcrties to that ohare . The Department has ad

vised !Ire. Drier and Aron thet 1 t will continue to hold the afore

nontionecl 25 percent. 

24 . PurchMe of tll.lreis f'rocl Br<>ZU. Thlo otrica assiated ill tho 

various a tops taken ill connecti on w1 th the putting into operation 

of the ogreecent rlth BrnzU to purchu e c:ilreio for dollars se

eurod by gold. 
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IIITIIIII•IAII't, 

WAIIIICTOa, D. C • 

• 
Peraonal and Secret 

Dur Jlr, 8eoreta17_! 

I encloee herein tor ;rour 

pereonal ·~. aecret information a cop7 

ot the leteat report receiYed troa 

London on the m111tar;r eituation. 

Believe me, 

Dear llr. Seoretar;r, 

, 
!he Honourable 

Henr;r llorgentbau, Jr., 

Uni ted State a Treaau17, 

Waahincton, D.c. 

Ver:r aincerel;r ;roura, 
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Four Prenob dea~ro,ara pa aaa4 01brMl~ar 

e • atbOUnd ~··• 4\b, 

llon abar 4\ll ••• ba<ll¥ d ... aad b7 our aaooruna airorafl 

no daaaaa \ o •JV a hlp. 

3. lll ab\ ot lloY...t>er llrd/4\b, lUel ¥Dd !lapl ea 

al ll\~r, \arse\a baRbed , 

Br l \lab oubdar1ne pll~ 3 \ orpaaoe a ln\ o lare-

Inward-bound \ anker P·•· lloveabar 4\h ott \be UOII\b or 

Lolre . 

A aaoond 1\a llon U-boa\ an~ered TanaL•r p . m. 

l'ovo•obar 4th, · e are pratOlfli tor 1n\arDIIICnt af\er 24 

bou re u.,. 
G, '"TIInoaor C&a\la" baa arrlYed In harbo~r. 

7. !!llU&r7 

Oretce . 

••• repor\ed t,_ .,.,.,... 110rth Orealt-Albonlan rroMler 

\0 a polo\ dlle eaa\ or Laaltovllt ln Albonla , Oreal< toreeo 

bod drheo the Uall•na baolt oo avana• <llo\anco or Bi 

alleo. Tba aoveaen* or oreal< \ roopo \o thei r oonoentrat-

ion areae waa proceedlna wl\hou \ l n\e rl'\lp\lon. 

airoran ao\hl\1 ua aiWib 1ncreaaad , end 8 \oana, 

l nolwll"' lhl4a ( in c re\o) Oortu and llalonioa ( twloa ) 

Ollt o.,.r aaia ... - a..S OPooll: alll\er, ooncen\Ntlon 

areao , a... • ....,. -... .. wra abo\ clOwn o\ S&loo1oo. 

8, D \9 10 •·•· Pm•r ~rd, 

'ftM up\ wa .U. .. \M Albanian tront. 

t bere/ 
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There baa I>Mn DO ar\1lle17 ao\1Yl \7 allah •• \0 

ln<UOata propare\lon f'or a aane .... l aOnnoo, There 

h no lnd1oU1on wba\eftr \bat oftl German troopa or eir

orat\ ore ooopereting with I tallun rorcee on thlo front . 

II, Ro1al f ir Porca. 

Kight operation• 3rd/4th Six heayy 

bocbera ~ eb1pbuild1~ J• r4 at Aiel. Boabe were 

aoen t o b~rot 1n t oraat ..... b~\ apart r~ e l e r aa tireo, 

no reau l \A we re ObHr•ed . All our •1roratt returoec1 

aotel1 altho~gb one Cage Oown in\0 \be oe& ott the eaot 

coeet. r ive beuV7 bQabera ettackod an oil r et1ner1 

at Naploe. ObaerYation waa axtro""' l1 d ifticlllt but bOUlbe , 

were a een t o buret between \h.e retlner;y .. no tt. rn1l•e)' 

Juno t lon olo .. b7. All our • irorort returned eurelJ. 

l o , D17 baabere aont o~t on KoYamber 4th were 

obll&ed to abandon tba1r teake owl na to adYorae weather. 

11. Kight or 4\h/Rtb. 

lloe\ opere\lono .. ,.. conoellod owing \0 

bac1 wea,ber. He•'Y7 ~bera , boweYar, a\t.,~;c)ted 3 

•taYaa1on gorta" aDd lar~• tlrea ware atarted at 

tfaYN. B\lN t a ware a leo ••a on tlarea *' one a1rpQr\. 

All o~r oircren ret~ll .. ro l l• 

12. Oe~n A1r Poroa. 

D&Jli&ht or No•o~r 4th. 

xn.., a o\ 1V1\7 • •• on a •~ll ac•le and 

.. inll #ont1M d \o elftllle a lrorat't operuinll in coutal 

Ghtrioh bolt ao- oooaa1oMll7 penetr.ted inland. 

1) .... 110 in l.ondoa ana wae Dei.ll&ible and DO 1neiaen\e Of 

itOPOrta- "" NpOrtad troa the ,..., ot \ba ca.tD\1'7• 

la. 11*'\ 1 t lp!!!btr 4\b/6\b Yor \be ttra\ 

t oor hoa r a of dar-.. there na ooM1d~rable ·~ 
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aoUY1\J 1a LeMoD .... IUWI 8ooUaDd wl\111 a ll(Ob\or 

anaok oa Mldl.aDda. Abo• ' 1100 airaN! \ wore l>lohod 

' OYer \be oountrr but br 11 P••• \be at tack on s co\laDd 

1\atl couod and \1\eroattor aa\hUr aYor London • •• •uob 

redu,oed. 

u. In Lo·ftdon •re• \wo euburban at..tlona were hl\ 

ond .. in line rroca London t o IioYo r wao \o~orar111 blocked. 

One rao\ory *'""t'aot urlna ba r ,..ao bolloo118 • •• d5.,.,aed . 

so. 1ncendlary -~~· tall 11\ tho 111"0111\<18 or I!Jad~ 

Paloco and oonaldoNblo d• u ae waa oouaod t o tho llan1 

and llll l tary Club. !'• o wounded . Go- ba.bl~ a nd a 

to • oaa\1111 tloa wore a lao ropor\ac! rro. n rloua LondO I\ 

areaa. t;o aerlou.• t1amaae M• been repor\ed tf'OlOl r co t ltand.' 

One uo t or-oar taotorr a\ CoYe ntrr • •• hit but vroc!uot lol\ 

1a not arrao\od. Winor boub1nu took p1oco at a1rm1nih~ , 

L1•orl>Q01 aDd 11\ oou\b-oaa\arn oountiaa . 

10. 

10 IIOD r roa a s - d1ab ab1p or l&oo \ ana • bleb aciled 

t ro• coUand on ilc \ obor 13\111 b•a arr 1 Yod in AZOrea. 
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~hie military situation report io ieouod b7 the Mil i t &rJ 
Intelliaence Diviaion, General Staff, In viev of tho occaoional 
incluoion of political information and of opinion it io claaaifiod 
•• Rettrigte4. 

I. Veatern fhtater of Var . 

1. Mr Poree Operatiopa. 

o...., operat1ono our ~and conforaed to the eo
tobl1ohed pattern, Porto110uth vao attacked hearll7 durill& c!a,yl1ght 
of the '1th. Lut night raido vera he&YJ, and vh1le London received 
tb.e brunt of the attaclto, there 1o nidenco of cono1derablo bombilll 
in tho provinceo, 'rho Germano are amphaohilll in their co_,iqueo 
tho oxtont of their aerial attaclto on ohlppina all around the !ritioh 
Itlee, 

Loot night the R,A,F. veo ac~ive over Ger~ claiaina 
a :particularl;y heaYJ attack on the Ir\q)p vcrlco at laoon. Golopo, 
Duoooldorf, tho DcrtlDUDd-Emo Canal, a oubiiiUille baae lit Loriont, 
lrance, and aeveral airdroue wer• alto bombed. 

It. Grtolt Tl!eater of Vy. 

Italian ground proooura veo intonoifiod 70otorcla,y but 
their act1Yit7 &J>P&ront~ 1o ot1U not a aaxi111111 effort. !he 
Italian Air Forc e contianed t o attack Greek roado and porto, !he 
R. A.r, boabod Talona, Albania on tho 6th. 

ttl. Kfdlterru.ean p4 Nr1HR Thta\trt of Var. 

l , Oa:pturo of Gallabat, 9u4aD 1o olaiaed b7 tbol Brit1oh, 
Apparontlr thio i o &ll effort to cain aocooo t o ~hiopia. 

2, !he R.A,!', bombed !rilldioi on tb.e 6th, !he Italiano 
att acked the Siva oaoio from the air 7ootorda7 • 

BJ9DIPPIP· 
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• 

• 
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(Siped) H. s. KlaU 
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.._..\1, 1-• '· ••~nal, 

.. ., lltNtu7 at tM • .,. , 
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It 4eu llr. fernetalt 
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attenaooa for a neatl•, u a.W • te Nt.n te 
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till laep11U• blp to adatl• alnratt pl•h 

laat .. ~. 

(Silntd) H. S. Klotz 
1. a. lleu, 

hhate '""'11'7• 

loura'ble l-• l. fornatal, ·• 
llller IIINUn of ~ Ia~, 
• .., . Depua.\, 
luU~~ct-. D.C. 
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tiJtt· 
TOil: UNDOI MCIWT.IIIIY OF TMC NIWY • .... ..... 

U October 1940 

• 

. . 
SECRETARY ICIIOX 

rROII o IIR.FORRESTAL 

SybJteta 

1) ,o .. on the trip .. ,.., Ilea~• IIJOol! , c-nder Ricbardaon, 
U.S.!f . , PbiWp T-e ot tbe orr-a...,., llr C-.xtore llaru!ell 
(Brtt.lab), lr'. F&il"tl7 (ll:rit.lah) , C-..der Glngrlch, U.S. N. 

1. At. ll&rt.tord , Genel"tll Ecclea aad llaJor lleonq and C-er 
I "' !:'"- lol1hr, Cll&l" lupoct.or. U Brnat.er were Cept.ain Jhlt.lDi, 

~ U. S. N. 1111d Cept.a1n Cepehert., u.s.lf. At. an.-.., c_,der 
D. Rit.t.el>houae, U. S.N. 

2) Plant• Yitlt.td. 

Pratt. 6 Jhltao7 Engine Plaftt., ll&rt.ford J 
Yausbt., Sikorak7 - Brld&oport.J 
an-a llamltactlll)ltnc, Beth PIG• , Lon~; Ial.end ; 
Jlaftpr EnclDe, r~e1 aad 
a....at.er &erCIII&Ut.lca Plaftt.e a t. Lon& Ialaftd C1t.7 

aad ll ..... k. 

3) s- Pl"ocre•• ... ade ill ·~t .. uon. 1\&rt.her catna COil 

be • de .., cert.aJn u- ouch u tlll'l•, -· and cor t.&ln gad&•~ 
eq11lp.ent. (~ca, ..rev belta , .~.), requir1D& coateronc .. 
•l t.h lolnt. lloard. 

4) In addit.l.., 1t 1a otwtoua tbere are cert.a.in pract.ice a denloped 
ln ac tual c_.,.t. on..-a which •• CIIICI>t. t.o loot illt.o at. ..,co aad 
pouibl,T adopt. 'lbeae illclllde aut-tic tire ext.lncDlaben tor 
planaa Ulat. 1uo. ... bHD &bot. d- (erlift&lllshor worluo aut.o.Ucal17 
oc lelldtnc lllld hila pre>ft4 etteot.1•• ln aartnc Una ot iDJured 
P!lota)J ball- llarftpa tor wu ahipa , concont.rat.i.., of tire 
(put. MaiWia .-. ol-r t.opther ill the wine• t.o pt. creator tire 
CCQCnt.rat.iGa • tipt.era). 

, 
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It is aJ.eo clear that we can ll&ke caine 1D I'OOUAg 0~ ahop 
pract1c11 . At ar-n, a ney efticient Jl}..ad • tth nrarowo 
dlrectioa b)' the W&7, there bae been d ... elopecl u .. ot ucantecl 
bl.ys with elentor iDetall.atioo to work COl planeo doing a10a7 
rlth scaffolding and euper-etrueture occ7P71nc a good deal. nt 
space and lo .. ot e.tticieney. Pratt It Whitney bao a •cold• l"\111-
ln or aotore under external power which ...... a &ood deal. or t iM 
in test runs nt aotore. E1 ther the Indue try or the Defense 
Caaaieoion ought to haYe eooeone constantly Yilit1ng aJ.l planto to 
see what pertlcularly efficient pract1cu can be u.de un1tora for 
the Industry. 

Questions that aroee in cgurse of triDI 

(l) 

(2) 

Should we not caaounace our fighting, ocoutinc, and bCIOibinC 
planes in the plant? nus 1s a British practice and would 
see~ to save tt..e a t aoae .futlU"e date . 

(~) 
Why do we •apend $90,000,000 at Packard ~or tho deTolopoent 
of an in-line liquid cooled Rolls •otor which wo are by no 
aeane aure •• can produce because 1 t ie the product of 
British shop and tool practice and not oure. In the laet 

• 

war it took uo eighteen months to reproduce anHispano Suloa •otor 
and then it wae really an American aotor rebuilt after take 
down of the French aodel . 

Pr&tl & \lhltney and c;.,_n are doinc an outstandin£ Job . Ranger , which 
1• ~:~~~king engines ~or us i e elower but cQII.l,ng along welJ and eeemed to 
h .. o excellent engineering experiaental work in procreao. Broweter baa 
o bad·unaceaent altuat lon - principo1 owner o~ tho etoek, J ... s Work , 
•ho h also President, ie both i .U end epperently incoapetant. I d i d 
no~ see bt.. because be bad Just come out of a hospital in Philadelphia 
b-Jl l telephoned hb and told b1a I wanted him to coao to lfuhincton nan 
•eek . · 

!'hllllp Young 1B writing a •ore detailed report which I will aond· you 1n 
l&~er . 
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• WAaHINOTON 

~OYt~btr 8, 1940, 

Cabinet Me eting November 8, 1940. 

'!'he Preoident aaked Secretorr Bull • • to whether the lleutrelit;r 
Procl""" UorN•i th reopect to Greece oho11lcl be it rued. lie oald he had 
d,ned the:2 e.oae ti:.e ago, re&dy to 1aa·u.a wheneTor the Secrf"taey 
tho""'\ it at.vioable . 'l'he Seel'e t a r;r l'Oplled that ther vere still 
""drill& the Mtter. and this vao no t tho pl'Oper IIOE>ent to ioS\10 these 
proel&:llltione. fhe Preeident t hen ukecl "'P~'dlD& the Chineoe situa
tion "'t Ul reapect to the w1 thdraval or Japaneae troopa tro~ ce-rt&in 
1.re•o in Cbinai he va.oted to know t!'het.he r th la ba4 a.ny real s1gn.lf1-
e•nee f~ the Chlneae stoudpolnt. Secl'O tl-'7 Hull replied he did 
no t thi n!< it hod a n;r real sign1t1cence other than that the J ,.'06.1leae 
were endet Toring to ahorten their linea and conaolid· te so~ ~f their 
pool tlono. 

'l'he President then said he had. hncl 11 conference with ~~r. Purvie 
t nd Seor t • l'i' Mol'genthall and bad agl'eed to r ive the B1'1t1sh fifty 
pe r cent of our o.nnament p roduction 1nclu41ng a1rplenea ~r~he rever the 
t rpe of ltec o prod11ced fit in with the Brltieh program. I t bad t l oo 
been our..-c-otecl to P11rvia and the Sect' tor1, he eaid , tha t in vlev of 
tho f act tho t t he British were l oelng a large nu::~'bel' of ships, the 
?Ooe1b111tr of t he United Sta tes b\l. l dlng the oblpo and l'enting them 
to l)ro t Britai n. I 1'8isecl a question of the lle11trelH;r ~et a a to 

135 

Ybt t r~ thou eh l po voulcl fly. '!'he Proolclent anld. tbio ""' e de toll 
the~ voulcl have to be vo,.;ced out; he thoucllt aay'be the ~tlol'ne:r O.ne1'8l 
: lgbt be able to eoln the proble:t . !luln t here woo a general dlaCilulon 
O! tho \lD\laed. plant f a c111t1eo th1'0\18hOUt thO COilDtry. i'he Pl'eoiclent 
th>ugbt thel'O Yere ....,.... ..,..u planto that al&ht be put into production 
or natl >::.al de!enoe Hen. He ealcl that the l!e U onal Defense Co=iulon 
wao oott ing up a eoomlttee to ~· a d.etellecl otlldy of thlo oatter. 

::r. Hell, I had nothing to pl'ootnt ~thor than the lie" Yo rk Ti~:~ea 
index vhloh ehowed a rtso of ,4 of l ;i our laot week oa five itomo, 
inro .,.. tion regHcling the other item a not bela£ available befol'e two 
o ' cloclc toclar. '!'he Preoident then add that he 11ndorotood fro" Seel'O
tnry Moreentha\1 that the Secret&l'i' of Sta te bod a momorand\lQ fro~ tha 
TrH sury i n which it vaa recooo-:~onclod that the fllDdt in t bio co11ntry 
bel onging to all sove~ents of tha vorlcl and their nationalo be 
fro t on and. a .:Ced if an;rthing had. been done ab<U t the aatter, I told 
hla ve hedn1 t beal'cl an;ything troJ:t tht Stato Depal'tl1ent, Secl'e tacy 

Bull oalcl tha ut t u -• being contlclerecl b:r bh people and. that he 
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upected to call tho 'l'reaeU%7 vi thin a~ or tvo. '!he :Prea1dont then 
aoJced •bout & nowa item Of tt f ey d&Jie 6&'0 1D whi <h 1t W8 0 ot• tod that 
r.uico hod oxuined the bageage of AD ltal1sn ConiU.l vho vaa urryiag 
epproximo tely one a nd a holt million doll&ro . 1 told the Preoi dont 
ve b•d hod inform ation f rom the r .B. l. on tblo &nd othor matters of 
a o1m1lt r ch• re.otor and our information '"" tha t a t the oa=e thoo 
; 3,800, 000 of curre ncy left the countrr by llox1co r nd th8t during tho 
paot two or throe veeka approximately $20, 000 , 000 of Italian tuncto 
hoYt sone to South America, Attorney Generd J aekoon oald that the 
¥,3.1. veo ge tting thia information but th~t there vao not much thor 
could do about it othe r then tip off t he lo'.ex1ean author! Ueo. !he 
Ku1caa author! Uee ila.::ledie tely .. hod tho I tolian Conoul and found 
out bo di d hoYO tho l&rge e:oouat of currency and alter ua .. iniag hi e 
b~wco . re turned t he currency to hill and apologlu d . I told the 
Prta1clect, in connection vi t.h the reeo:.cend&tlon for treat it~& f'unda 
In thh couatrr, there ehould alto be houod a proola:>at1on prehibltlag 
tbe exportation of currency under the .I.DU-Boardiag Act. 

'lllo Prea1dent alao oa1d tbe t it looko a o though ve vere going 
to hove on increaae in the debt limit, I aai d that the Secnterr had 
felt It deoire.ble to l ot the public know that the 'rreaoury would . 
reouiro an lncr.aae in tho debt limit of $45, 000,000,000 and tho\ the 
Inflexible provioi ono of the l ast act authori&ing the ioeuance of 
)I• tlonal Def ense no tea ehould be elimina t ed, Tho Socre tnry had aloo 
otroaaod o t hit preoo confe rence that tho ~ro e our,r va s going to strongly 
reco~ond in the next aeaaion of Congreoo le~iolation which vould eliminate 
the t ax exemption f eature s of ~11 gove rnment oocuritie o. Both of the oe 
atr t•~ nte seemed to cause sub&tantlel increaae in pricea of Government 
••curitio o end otocka . I eaid, hove•er, I felt ~~ thio would no t laat 
~ore tM.n a da:f or tvo and that thing• would ooon oettle bee!< to normal 
' rocedure . 

Ur. Stimson. l!r. Stimson odd be bed no thine except he wondenod 
1f azetMac c.oul4 cot be dom to get. a cert.-.ln piece of letlale.t1on 
~ending i n Congre u paoaed i n which tho Vr r Depar-nt h much lntuoated. 
~. Preddont oeld be thought the Secretary might c•~l Cheinoan l'.aJ' of 
tho llllltarr J.f!alro Co_, t tee and ask hie if It could not be expedited. 

'!he Pruident teid that be hod ., Idea that he would lilce to threw 
out for dhouuion. We all knew, he aald, that tho Pan....Uorican end othe r 
t n.noportation linea we re getting virtual monopoly on air t raffic over 
certa in tort1£l1 transportation linea . He thought it ml&bt be en excellent 
th ing it tho Oovornment would p•rt icip&te in the ovaertbip of theae 
cottpantea a.nd that they ehould .. ext.n4 • .after the -.ar 11 over of course, 
lbel r f aclliUet to llor tho rn Europe , t o the Mediterranean and to the '!'ar 

• 
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E• ot, a t voll u to a ll South .llleric&D coW>t r1... !!hb would pw tholl 
colllp"ltt a DOno poly, but to aoee extent under OO'YtrD:~t:nt control, but 
yet vUh pr1Ya tt ""~nt tac1l1t1ea. Socrotary Jonu odd he vaa 
olio 1ntorootod 1n tho matter a nd would l1ko to loolc Into 1t and report 
to tho Proa14ont. 

Mr. Jackoon. Mr . Jaclcoon oaid ha Vt\1 otill conferring on tho 
C&n3dlan border mottor but that he vao tin41ng oomo ditficult7 1n vorklng 
out 1 procedure t or 1dont1f71ng .t.me r1cnno going baclc and torth acrooo 
the border. l!o then 41ocu80od, 1n connoctlon v1th tho C!UOotlon that 
the Preo1dont atlced Mr. Walker noted bolov , Y1ola tiona ot the Kotch Act 
In tho laat olocUon. l!e thought that tOllo action thould be t&Qn either 
to enforce the l!&tch Act or to ahov that i t ohculd be draotically eended. 

Kr. \'&lker. !!he Pruidont a olced tho Poot Y.&ater O.noral to loolc 
Into tho D&tttr of tcurrilouo p&l2phleto be i ng tent thro\lj;ll tho mail. l!o 
thoupt there vore a mrober ot tho" aont thl"DDI«b tho 11011 during tho 
laat cup~lgn t nd he vould like to han a report on it. Kr. V&llcer aald 
he v&o =ooUac vlth hh pootel inopoctora t omorrov moroing for thet vory 
purpoao . Kr. J aclcoou confirmed the t act that IIU1 pe.aphle h of a 
ocurr1louo nature vere being traneported through the u1lo and Mr. Cer=od7 
cozmented thet tho ro vore not only pamphleta, but open aail and poet earda, 

Mr . Xno:o:, '!'he Pree1dent oa14 ho vantod to tt.lk to Secretary Knox 
about tho Navy oomo time very ooon. He hnd 1ntormat1on that a !ore1gn 
oblp recently came out of a port in Columbia with ooveral German avlatore 
on bond. 1\hilo t ho llavy vaa suppoaod t o ltoop tro.ok ot thh veuol, they 
co::rp1etel7 loot he r and Juet where abc 1t nov loct>tod no one aeen t o 
knov, Seoret&ry Knox aald he ve.a quito vell t.waro of t hia f act and ha 
~d t old tho ll&vy people vhat he tho.,Pt ~>bout it, He then add he had 
recehad a diepo.tch f roo one ot hie Mn abroad Yho had rahed the queatlon 
•• to vhot could be done about aecuring b&lle in Iral&Dd tor the operet1on 
ot the Br1t1th float &nd air t1e lda t or their AirPlane•· l!e ..Ud thi a 
dh~atch i nd1cat• d that the Br!. tiah vera haYing t. rathe r d1ft1cult tll:>o 
In otop;>lng the aub,...nne drho c~Jdnr; 1n fro• the north and thio v&o 
all duo to tho laclc ot proper facil1Uaa in that area. l!e wondered if 
••=ath1ng could not b& done to stir ~ tho J.meri~n-Irith 1n behalf of 
the Br itlth eo that tho Ineh Oonrmoont would coopart.te ill thia con
nocUon. Ha aaid be had det1n1to 1nfor=t.t!.on tht.t DeVal era had agreed 
•lth Churchill tht.t tho 11Dgl1ah thould han tha11 tacilltleo but that 
when ha returned homo ha waa torcod boo&Utl of the oppoal t!.on ot tho 
protutt.nt groupo, to renounce the pia,, '!!he P realdant eaid that ho 
vould have to be nry ~retul aa to vhat 1a done in t bie 4iroot1on and 
1\lf.~Uted thet Secreta ry Knox a nd Secreta ry Hull confer on the matter 
•nd oeo ~hat cou ld be vorke4 out . 
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Kr. Icteo. Mr. Icteo oaid boo IYod nothiq, 

Mr. Wickard. Mr. Wickard uid tboit cotton vao oUll the chief 
probloa of tboi A&rloultun Department. Be oald dooa otic conou.ption 
h n rt good ond will teke about 8 million b&ltl thl.o year a nd tbat .,. 
vlll ablp out about l-l/2 million .baloo, but tbat dooan't taka all of 
tbe production. He aa1d tbat Rueda baa bee= to teko cotton and tboi7 
purcbared about 54 ,000 balea in October. He ralcod tho quoation of 
policy 1 1 to whether wo ought to eell cotton to Ruaala at thio tiDe i n 
auch quantltha which ID&J' be goinc to CleiWaDJ'. 1he l'reoidont ouueoted 
that ha vcr.* up for him a routine chart f or cotton ohovin& the ....n.ou1 
countrlt o to which ,. o.nd othe r cotton raiolQC countrioa a re nov ohippiq 
cotton . 

Y.r. Joneo. Kr, J onoo aeid that tho J'innioh ltinhter bed balf 1n 
to uo hia and oeo whether or not hie Oo.ernaont could pt ezq rollef 
tro• payiQC tho intereot and prineip&l dlle under tho $6o, OOO,OOO Cftdit 
.. tendtd to tboot count<7 about o. 7oar aco. He .. id the re woo no doul>t 
but wbat J'lnle.nd wa o go in& to haYO a hard time thh winter. and pooaibl7 
ve would extend to them """"' relief. lie thoucht ma¥be oome of the note a 
vh1ch • re eoain& due thle next :ye&r could be carried oYer for another 
year or two. I told tho Preoident tbat tiYo J'inniob Miniotor had e.dvhed 
the '" Aaury today informally tbnt hie governm111t waa goinc to teke 
adveAtc&e of tho Vandenberg Re solution by pootponing the paymento dua 
on Deoe01ber 15th next and tb.et he alto wutod tc diocuu with tbia 
Ooveromaot roconoidoration of tbe whole debt matter. 

Mr. Jooeo ea id that Steva rt l'.acDooald IYod Juet about roached hie 
Umlt on lnou.rod mortflll«<e and he v~uld like to pt tba l'relident to 
ol&o a let ter reiolng that l imit another billion dollaro. The Pra • ident 
acreod to do th io. 

kiu Perldu. Secreta<7 Perlc1na advhed that tho tutlle mille 
of tho count17 a re now operetin& a t cepac1t7. She tboon diocuoaed e.t 
••"• ltQCth tho pouibil1 t1eo of poaco between tha J..J'.of L. and C.I.O, 
Sho thought there wee q'Oi te en undercurrent of feoliQC uong tho labor 
UAlone; that o.n underotaodin& ohould be rucho4 very ooon a e.d that it 
ohould be accompliohod b;y the two orpniaaUou vorldnc togetboor rather 
than due to 11117 prot~un troa the l'reoident. 

Mr. Mollutt. ~ l'reeidont told Mr. Nclll>.tt that boo 1a baVlQC 
Prtpored a lottor • .1Ut1 llliot of w llaUooal Dofonao Co1110hoion 
&d•h1DC bor tboot tho ae.tter of tho hoeltb of tba voricoro of tboo count<7 
thould COlli under t boo J'edoral socur1t7 J.dalohtrotor. 114 oaid he tho\lCht 
Mr. NcUutt abould aet up e coaatttoo to co into thio vbolo metter of 
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~rainillli no~ onl;r tor i nduotr)", but traiDin& troa a health ot andpoint 
So ~boUj!l>t we a ipt enn do oomethinc alone tho ~tr1ot1c line to ~ 
~be a ttitude of c ort&1n elemeato of our populaUcn , 'l'bero vao quito a 
6iocuoo1on of thio matter between McNutt, C&rmo~. Mloo Perkino, Bob 
Jaekaon , ~lr. Ickeo and the President. 

Attor a l o114 dloC\leoion the Preoldont appointed a co..,.1tteo of 
~r . Ickoo, Mr . Stlmoon, Mr. Knox, Mr. Jaekoon, Mr. V.ellutt, Mho Perldno 
end Dr . l)ykotra t o otu:l;r tbio whole matter and make a report to the 
Pruldont on vayo and maano ot e&rr)"1J14 out tho progrea, 

• 

One othe r I.JrportaDt aatter dhcuned by t.ho Prea1dont a t tbe 
Ceb! cet !!oetins today which I failed to inoert in 1 to proper place 
obou wu the queotlo.n of the eapaclt7 of the oteol 1nduotr,. to """t 

139 

tho der.ondo of n.o tional defense. The Preoident oaid he had eontinuall;r 
tried to i:opreu upon the l!atlonal Do!enoe Com01ioaio:> tile ieportanee of 
thlo matter. He bod always baen told up until lest week b;r Mr. Stett1n1ua 
that tile oteel lnduetr,. h prepared to "'ee t all of the demando, but tbh 
week when lle aokod agai n about it, Mr. Stettiniuo oaid he hed appointed 
• committee to look into tbe mattor and would let the Pruidoat heve a 
report v1thln tile next few dey... The Preoldent aa14 he woo quite certain 
lh•t oo:ooth1nc would ben to W' done. '1'bh 1o I.JrportaDt to the frouur;r 
in vi ew of our lntereot 1n tbe •tter over t ile ~ot eonth. We ben 
inohtod tbet a bottle-neck vae denlopiDC in thlo l nd111tr,. and tbet 
It VOilld be a pod iaveotaeat if we opont flft;r to one lluadred ailll oa 
dollaro to e~nd plant fac1l1 Uoo, nan thousb va nno r uood tPaa in 
lho oDd. We toke thlo pool U on beeauoo it will requi re Ulwhore f ro:> 
fourtoen to olc;htoon •ontho t o COIIPloh tbooo e441Uonal plant f~.c111t1oo, 
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Storotar.r of State, 

532, loY .. bor S, 6 p. a. 

CIUf 

liUIIOS AIDa 

Dated loYeaber S, 1940 

Reo14 714o P••• 

fllo 10 callocl. Pua.do plaa approYocl. b7 tluo ArpaUao klliut for nl>-

a1111oa to CoDCrooo, h au....,uac &Ch a ttoaUOil. It 11 daolpod. to 

oUWIIlah prha\o ahrprioo, p.I'OT14o che~q> houlac, oafoCQ&M tluo ...,.._ 

roa07 M4 oolTo tho ourplua co..od1t7 quaoUoa. H 11 'lllldorotoo4 that tluo 

plu v111 bo adal.llh\orocl. b7 a board foi'Md b;y tho Proo14nt of tho 

Contral llaalc and h to reaala in operation lllltll at loaat ono and not 

.... thaa fin ;yoaro after tluo w.r • 

.Uthoach ArpaUaa luoo loot ~ of her norooaa -•h tor tho 

tiao hetac, tha owoplua co ... di t7 quaotioa h aot aow and tluo proo011t 

plao aorol;y coateeplaho a ccaUauaUoa of t bo aotho4 a1roo4;y ill uao 

pro4uch b7 pv.rahaeiac crope at acc1erah alai..., priooo, !iaanc!JI« tho 

operaUoa froa e~ ooatrol profih, !ho worlr:aoa'o hou!JI« pl• 

v111 b'I'Ol'fl tluo ...... u.uvo ot troa 150 to 200,000,000 poooo nan ;you 

to pro•14• -.ploT&Oat aa4 oUn.lato local bu.oiaooo. MorooYer O'for,rtbiac 

poulblo v111 bo done to oace>urap tOIIIld d ... ouo indllotrho dooipH to 

laoroaoo oaplo;yaat and rod'IICe tho YOl'IIM of aoooooar.r bporto. Tho plaa 

ooat-.platoo pv.ttiac to work a portioa ot tho taado :oow 141o 1a aa'fiaco 
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a h ol .... lT ~e& tn. ta 111a1ot•'• Nport .w ...,_.... 
ar• h 'H -.rtalle&. la W• -u .. ...t- te ....., to ._ 

.lla'baUJ'• \el ocr- 1193 ot Ootollor 17, I p ... 1114loo\bc \bat iltperto 

are h bo 41"rltlo4 lato \Juooo oahprloo, 
• 

• 

1.U 

• 
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DEPARTMENT C:W: STATE 
WASHINGTON 

• 

Io repl:r refer to 
u e.o. &l r .0./863 Nona~r 8, 1940 

'l'he 8eoret&r7 ot State preeente h1e 0011pl1.aente to 

the Honorable tbll Seoret&r7 ot the !reaeu1:7 ud enolo .. , 

a oop7 ot a paraphraae ot telegraa no. 676 dated Bo•.a

ber 7, 1940 troa the Aaerioan Eabaur at R1o de Janeiro 

and requeete h1a euggeat1on aa to the repl7 that aa7 

be made in eo tar ae oonoerne Jurie41otione ot the 

Treaeur.r Department. 

Enoloeure: 

Froa Rio de Janeiro, 
NoYu~r 7, 1940. 

- "' IJ) 

"' 
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PAIIAPBIIUI Or ftl Kcmev UOKIYID 

J'IIOM: Aael'ioan lllb$1117, Rio de Janeiro. 

DA'l'E: lfoTuber 7, 1940, & p.a. 

NO,: 6711. 

143 

Todq the Balik ot Braz1l vaa intor.ed by the aanapr 

ot the Brar.llian eubllidlal')' ot the Dutoh Pll1ll1pe Coap~ 

that daoiaion baa been aada by the ooap&D7 to centralize 

tte bullneae vlth 1te United Stat11 aube1d1aJ'7, vb1oh 

ie the ~okerbooker Carriere, Inc,, 2• Stone Street, 

New Xorlt, H. Y. It 1e nov t .be dll1re of the Brazilian 

auba1d1&l')'1 a aanager to tranater a aua ot ~60,000 to 
granting 

the oozapa117 in Hew York; bovenr, bet or e !nrliWi'q autbol'-

it7 t or tbla transfer, the D1reotor ot Exchange wanta 

to tlnd out bow the New York oompa117 1a regarded by 

the GoTernment ot the United States. 

Your repl7 abould be telegraphed. 

BURDITT 

U:MS(} 
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Secreta>y of State, 

luhincton. 

1219. licl>th. 

lttltq 71De.Dc1al. 

PU.II 

· · -p·l Yta W.L 

Pa'e4 lo•••ber 8, 1940 

Reo 14 1:30 • · •·· lOth 

S~1 open Mr'Dt foroicD txchazlco ro'" J'\Jle4 

4Q1e'1T etta4J dur1Dc week with opora,ore cau'ioua 1D 

couU•nto. Ret .. 4tcl1nt4 el1~t1T earl7 1D wook becauoe 

of porto conri~>& but finoo4 on receipt roeuto .Aiotrican 

election. Retoo eaae4 ol1ght1T thio morn!~>& btcauae of 

Qnfnoroblo local dnolOJIMDh an4 recurrent rw:oaro that 

the propoee4 Central Bank of lankiDC roc18o will ohartlr 

bt eetabl1ohe4 which txpocto4 bt atten4e4 ~ claetr rogl~ 

Dentation of fiD&Dco ant trate. In,erb&Dic epot etll!D& 

at noon around. aix OM airleeothe ceota ao4 \.l'lree twenty 

n1Do 'hirt;r oocon4o ponce (roprooontinc etorllnc parlt,> of 

Uo1\o4 Statoo 4ollaro 'brt• point oonn t wo fin) h&YiD& 

high 4Qr1D& week of oix throe eixteuthe a.o4 'hrot 'hirt;r 

one thirty oocon4o an4 low of otx cento a.o4 throe oenn 

elcJ>th ponce, Janaber 4tl1Wl'J e- u opo,, Doc .. btr 

4t11Y01'J ODe thir ty oocon4 cell\ a.o4 one oixty four'b piDDJ 
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l .. or. Other croo\aUoaa U.lo IIOI'SlJocl peper 1014 .... 

arOW>d 7'W' fin n n u. .... -clot baYiac bleb av.rs..c -
of n ... fin ....... tin aad 1 .. of fln four ll&llflllt t1 ... . 

Wt1 Wah oub dlocOW>t rate point el.x percent, llaalt Japen 

not .. J'eD one tor Chineoo 7uaD ODO point flft throe lower 

c1u to - ezcbaace c011trol a. entorcet loftabor elcbU. in 

Japou~ c.,.pletelJ' prallibi\lJoc repetriaUon of ,..,. not .. to 

Japen .,..,.pt wi\b •-l.al pera1to, 

(liD fJI ~101 OD) 

1.45 
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S.orlt&t7 ot S\ate, 

1219, •l4J>th ( SIC'liOI '1'10) . 

PU.DI 

Date& IOfta'ber 8, 1940 

.. •• , 1t20 ••••• 10\h. 

ranc1cc tr .. 7111 0111 tr .. Cbl..neee ,.,_ o ... :poiat the 

ll'ftD to ChiMa• 7'QAa ou polo\ eh eewa. 0111\ral beak: 

cold W>it rateo ,....,. ho :po1at oeno oall&ht Olfto or 

Uaite 4 Stateo 4o1lare aaught :po1nt o1x oix ODO •iebt o ... ~ 

tho, Sl!onlba1 euotou COld WlH tor dDt7 -lit JIIU'POOII 

I~UiftliDt Huaho1Dc JU&a t wo :point OIYID 11cbt DiDO Or 

c-..41 toc~o~J prea1wo t1tv OIYID porciDt Oftr Cbi111o1 

"•iU&DCI !ioDto1n Cb1Deol ,.,.... a1no D1nO po1nt two n ... 

t or ShN~P&l Cbi.,.oe ,.,.... o.,. bWl4rl4, !1ooto1o 1'e41ral 

llotoorft llult,.,.... •iebt o1x :po1nt tltt:r tor Chi.,.oe ,.,.... 

ODO hW>4re4. TlotlrcloiJ'• c1ooicc (lllotat1ooal Chi.,.oo 

OoYOrnaoDt 4 ... otio boD4 pri coo roaebl4 DIW raoor4 bleb 

:r•otlrcloiY 
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,..__.. wt~ ·- ta-• .,,. *'ac - .._,uu.._ 
lnel •-ou .. uoa 1- &ftl'lleiac oia tho, •·•et 
ceural. atooa lllcber no....- wo •tell\ alae J>OlD\ wo 

Oiat .. DUul -D\1 DD4 fOVWID \Jolrt;y OM \lllrt;y DIOOAQ 

,. ... 

1118 

. • 

. . 

• • 

I 

c 
0 
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111111 a Nlal ,.,....,. .,....,_. 
0; '.C.S.. 

_, ·--1, lMO 

Ouneat ou-uoa • .,.,.., tor "* eau.c 1--.r 11114, 

•xobe.,... ...Ut darlac "* - taiaa\ot oaUrol,r lr l)leAlaUft 

acUrli;J wUiloo\ •Mrlal olluco 1a ra\ow. lot lftrlolt -lUoa 

1D torose- IIU'I'IIIOllo ••U•wt """' 0.1. dollaro ta,ooo,ooo. 
Stock oxobucl lhon4 110ro oootltoaoo All4 croeter aoUrli;J t~oaa 

tor •- wall:a put ...till ,..._ illploo-a\ 1a prl-. !be 

&<~ooral leftl ot lu.l 1aau\rlal aoUrli;J ......... ,"""'lac 

Ootoblr, Oeaii'Wl 1aola ot ooo\ Ill ll'f'lac of •enpll wortoon 

wae opro.t oftr all o-4li;J cr<lllpo bllQC lli&'Ollet 1a foo4 

aa4 cloilliQC. lopteqer oOifplft4 wUil ....... \ ._blr of ..... 11 

ontoro4 aa4 o11aro4 all Clllallo ,.no - -.p ~ \o""""' ... 

40Wil 1~ Ca.paro4 wlill llp\•blr lt3t -blr IDMrl4- "P 

21~ n\ ,....,.. .,. cloorD 1~ !lleoo u ... rpat troa41 1a 

oatraaooo All4 t.,_e - ao 4ou.11\ - \o taot tlllt ,....,. io 

JIU•lac •ro 1ato baa4l ot -u ..... 11 -•1.r ~~~~ .._,., 
1a \ ..... -Will aa4 oha\\11 01rw111. ~r ,.... feU.. • 

• 

• • 
• 

• 
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111111 !r •IF .lU .... Wlolloleoa 
........... Gklaa. 

. JfiP llt.l:nt.ac 11 tlll4lac leu to 4o la wr14 '""• tllaa fo ... r~. 

!'nupAOlflc lleoo aro -·•~ ••pf la npo~ oani ... of 1._••• 
opeclalhh u4 "' of ~1/2 alUloa ,_, of \hllp t..-p u h 

ooU•tet lloo,OOO toao aro 141• la took trn lack of •tertalo u4 

okillet labor tor repal.ro wllllo Mother 1-1/2 alllioa toao ,.... 

·~ la traupor\uloa of ov.:nlho to Clllaa 1114 la o\ller war 

ta\leo u4 oUU othoro az<o 111ploJ'e4 la -"'lal woft of ~ 

toot, etc., \ o 1.,.. all of tlol.o , .. ,..lac -'ber a'falla'blo for 

paoral •rohaat oor.-lco pre4'14tbo of torolp •lllOhaaco• I\ h 

••U•tet that lfiPIM•• llt.l:nlac acaopc~ oa Jaactoo will \ hh 7HZ 

carrr I alU loa toaa carco 1114 1 alllloa paoooacor• 1114 tba\ o-ral 

CUaa ra11- .aopo~ will carrr 1-1/2 .uu .. hu trolJjlt. Wow 

btiac orpalaet a tar oaahra brlllo ca ;AAT oapl\alhet a\ $1,000,000 

alch 1o a:naroat~ ....,thor Japeaooo acaopo~ h operate la -tral 

Olol.aa. lhlch ot •rohaad110 hMtlet b7 th01o trato aa4 t ...... opo~ 

aoaopou .. ma..t~ too• ... , po.ao \hrftcll .,..,_ aa lad1cuet '117 

fact that tor tiro\ 1 aoa\ho of \hlo 7oar l8plae•• otflolal f~ 

tor trll4o with _,ral Clllaa are~ larcor thea aoaroo\ .,_nblo 

Ohiaooo ttcv•• tor trato with J.,.., !be aoupo~ 11114 }MI'al\ •T•'• 
aow la otfoc \ owl4u\~ aiM at '"'""'' lJulorporaUoa ·~ ooatral Gk1aa 

lato Tea bleak - 11 aell1owlac aero oftoct aa l8plaiM pollq huau 

aoro Ulflet Wll4or ._ totalUarlaa rep.. leqal-t t W all 

torotca trato with tatorlor bo .... la alll\arT 7ft 1t.aa t-.a to 
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'bolottr that OV1'eac7 wllich reontlT IOPPI'9Ube4. Obiuoo clollaro 

170 per 100 allltNT 7•• l>'at lo aov aroaA 155. !lloro lo r.or 

thlt all ooatb.oatal curroncloo 1acl'CI41J1C thcoo of X...clrazla 

lloJICOll& and lorth China .., be d.l'raluld about 3~ l .a oo•parhoa 

wlth J llp&llooo 7•· lf thlo d.ona aad II&Jil:ot 1'alu of llllltarr 7&ll 

wore h ahov t'arthor roaooa.ablo b.croa11 thoro lllpt be ••• chlaco 

of br1JICliiC II&Jil:ot nl'lll and of t1c1AJ. 'rllluo inh corroopaad.eaco. 

'lho npreM •thori\7 on ~lT trldo and cvr•CT quoUou 111 

coatral China IOPPIUI to bo bead.qu.rtoro of tho orpod.1UoJlU7 forc>o 

ot t ho 111por1al Japeaooo anv 1a Ja.ot1ac. 

llCBOLSOW 
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Score tary of Sta tt • 

Washington. 

3681 , tig)lth. 

FOR TIEASURY. 

• 

PLAIR 

London 

• • 

D&ttd NovembEr B, 1940 

Rtc'd l p .m. 

151 

one . Tht London f1nancial da111 ta now assume that 

crtd1ta for the UnitEd Kingdom wil l follow naturally on tht 

election rte"H · 'll•t FIN~CI.U. N!::WS prints an articlE 

stating that the Exvort- Import Bank Act a1 ready provides 

a loophole "by the modi fication of the Export- Import Bank ' s 

constitution which would make possible loans to Canada 

notwithstanding that Dominion ' s bclliecrcnt status . " ThE 

~baaay haa not rccei~d a copy or off icikl summary of thE 

act but from reference to an inco.,plttt file of thE 

Congrtss1ona1 Record , it a!>pta·rs that .th£ FJliAliCIAL NEWS 

ia undtr some misunderstanding which it mig)lt be dtsirablt 

to correct, espEcially in view of that journal ' s 

connections mentioned in the Embassy ' s No . 1639 of JunE 13 . 

In any cast definite 1nfonnation would bt welcome for uat 

in answering inquiries on this point. 
Two. 

Regraded Uclassified



.. 

( 

• 
152 

• 
• 

• 2- 136811 NOVEmbEr 8 , f rom London, 0 

Two. ThE fo~owing clarifi£8 tht last aenttnct of 
I 

tht first etction of~o . 3668 of Novtmbcr 7. ThE halt . 

1n the 1nortas t in supply txpEnd1turt which occurt•Ed in 

Stpttmbtr whtn tht wEEkly avtraer was stlg 65, 6 mi~ion 

a a e~partd with etlg 67 , 6 millions in August was rEvErsEd 

in Oeto~tr whEn supply Exptnditurt averaged atlg 68, 4 

millions wEtkly , whilE for thE wttk tndtd Nov~tr 2 tbt 

tlgurt was s~lg 89 .1 m1llio n . 

Tbrtt . ThE "othEr ttrritor1ts10 to which paymrnts 

may bE madE in PhilippinE ptsos reftrrtd to in thE 4th 

station of No . 3668 art thE Unittd Statts and possEssions 

thereof , 

Pour, REplying to a quEstion in tht »oust of Commons, 

Sir Kingslty wood a totEd that thE avtragt daily cost of 

1ntcrtat on tht na tional dtbt was atlg 593, 311 and stlg 

625, 816 during thE six months Ended August 31 , 1939 and 

1940 rupeetivEly; and the coat of managcntnt of tht dEbt 

atlg 2
1
740 and stlg 2 , 770 for thE years 1938-39 and 1939- 40 

reap to t1v£ly, 

JOHNSON 

PEG 

• 
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~ 
DEPARTMENT 01" STAn 

WMHINCITOH 

In replr refer to 
&A eel. olOl/26'7 No~ber 8 , 19te 

( 

'lbe 8eoretar7 ot State prt .. nte hie ooepllhllh to 

the Honorable the 8ecreta17 of the 'rrealllr,. and enclo"' 

a ooPT ot deepatoh no. 17 dated Ootober 10, l9t0 froa 

the Aaer1oan Ellbaeq at Y1oh1, tranea1tt1ng the un 

ot an 1netruot1on 1eeued to 0111 ot the J:agUeh banlte b7 

1te German Oommieeloner, and a oopr ot the tranelatlon 

ot the text, 

Enoloauree: 

• • 

1. No, 17, Ootober 10, 
troa Y1oh1. 

2. Tranelatlon of en
oloeure to deepatoh, --

-
• 

• 

. . 
• 

Regraded Uclassified
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EMBASSY OF TilE 
UNITED STATES OF AMERICA 

154 

Vichy, France, October 10, 1940 

No. 17 

Subject: Text or Instruction or Gerntfln Commissioner to 
&n English Bank in P11ris . 

The Honorable 
The Secretary or State 

lfaehlngton, D. c. 
Sir: 

I have the honor to refer to my telegram tor the 
Treasury, no. 581 or September 17, 5 p.m., reporting 
the increased control being exercised by the German 
Bank Supervision orrice over the activities or certain 
roreign banks in Paris, and to enclose the text and 
translation or an instruction issued to one or the 
English banks by 1 ts German Comm18sioner . 

The copy or the instruction, which has just been 
received by the Vichy Hanager or the Guaranty Trust 
Company, does not give the name or the bank to which it 
waa issued. He bas been informed by hle Paris Bank, 
however, t~ commissioners have been assigned to all ot 
the Englishl banks , and that a t least three or tour 
German otticials have been permanently installed in 
the Westminster Bank. 

Enclosures: 

RespectfUlly yours , 

H. FREEMAN MATTHEWS 
Charge d'Affaires ad interim 

1. Text ot Instruction 
2. Translation or above 

WCT/gd 

• 
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( 
(Enol oaure no. 2 to Despatch no. l? ot Oot. 10, 1940 rro. 

the Embaeey at VichJ. ) 

With reference to the interTiew Vbioh I had wi th 
your d1reotore on September 6 , 1940, it ie requeated 
that, until further notice, you obeerve the tollowing 
rulee in the management ot your bueineea: 

(1) Current buaineaa ot a ooameroi&l or adm1nietre
tiTB nature ahall , Mrring opeoial instructions tor par
ticular oaeea , be handled by the competent departments 
now in operation. ~Y prior approval ia reqUired tor the 
execution ot measures or deoiaiona relating to transac
tions or a oommeroial nature not falling within these 
bounds. Th1a is particularly true ae regarde: 

a) The acceptance or commercial riaka or all types 
( cred1 ta, guarantee collllll1 ttmenta, banker• 1 aooopt
anoaa, d1aoounta t or ouatomera) exceeding in value, 
in each inetance, the eua ot 200 , 000 franca . 

b) All withdrawals or t unda and deposita by ind1-
T1duala haTing their reeidenoe outeide or occupied 
French territory or poaeeeeing a nationality other 
than French. 

o) All operations relating to foreign currency 
aooounta or customere or banks, whether creditor 
or debtor, or to eeour1tiea, whether they belong 
to the bank iteelt or to ita customers, payable in 
a currency other than French, or which have been 
i s sued by an entity eituatad outside or France. 

d) All operat ions relating to the bank's own 
aaaeta, eo long as the:r do not concern the d1a
count or pledg1 ng ot bond a w1 th t he Banlt ot J'ranoe 
in order to increase oaah reeervea. 

e) All correspondence with the German or French 
authori tie e . I reserve the right to make excap
tione t o this rule ae regarde matters connected 
with the current tiaoalit:r or the banlt . 

t) All correspondence wi th individuals, commercial 
firma , companies or public author1tiea residing or 
haTing their headquarter• outaide or Pranoh terri
tory oooupied by the German troope. 

· (2) I must ba 11811ed1ately intOJ,'ID84 ot all opera
tiona covered by the ex1etent German and Prenoh leg1a
lation regarding foreign exchange, 1n particular those 
covered by t he eeoond prov111onal ordonnance on foreign 

ourrenoiee 
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ourreno1ea 1uued bJ tbe RNA ot tbe lt1Ut&l'J A4a1111a
trat1on, on .lupat lt, 1~40. It tbe lluk llhould be 

called upon so aubm.S a •'-t••s on auoh a eubJaot, u 
should t1rat obtain a, oon .. at . 

Truet1ng that w abal.l. be able to cooperate tullJ 
and without ditt1oultJ in tbeae •ttara to our 1111tual 
1ntereat, 

Val'J' trulJ :roura, 

( &1gaature nos ginn) 

With reterenoe to a, letter ot September 9, it 1& 
requuted that :rou turll1ab ae, at tbe beg1nll1ng ot eaoh 
week, VI. th a br1et auaer1oal etat•ent oonr1ng tbe 
t1nano1al poe1t1on ot :rour bank an4 that ot :rour branobea. 
Outstanding ditterenou in ooiiJ)ar1eon VI. th the prev1oue 
veek 1 e poa1t1on auat be explained. A report on the !a

portent traneaouona ooourr1ng in the veek under renew 
must abo be attaohe4 to thil atatement, including thoae 
vboee value 1e leas than the max1m1111 11111 t ret erred to 1n 
paragraph 1 a). 

Coam1ae1oner-A4a1n1etrator 

VC'l'/gd .• 

. 
• 

• 

Regraded Uclassified



TR~URY DEPARTMENT 

I~ 0~ CONNUNJCATION 

S.oro\ai'T Morp~>U... 

157 

' 

,..w Nr. OoobrM. STRICTLY CONFIDENTIAl 

Mr. MoXeoa of \be J.Ura1 Raoorw '8ult of 1low York .. ,.. v.o t.ho foll..nac 

lllforoaUoa I"'pr41ac t.ho \roufor lio\84 bolow troa t.ho acc01110\ of u.. l!eaca 

e-rclo.lo Ita1luo, 1low York, -.1~>\oiM! WI t.h tho Cbaoo llaUollo.l llulr:. 

l'a14 to 

lon J:bor S $50,000 

Regraded Uclassified
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TREASURY DEPARTMENT 

Store\al'7 Morpa\lla 

Mr. Ooohraa STRICTLY CONFIDENTIAL 
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Mr. MoX.oa of tlw r eurallleHrn '8aak of lin York caw u tb8 foUowtac 

ia!onaUoa reprd.lJII tlw tr .. -.ouoaa 11•- oa tbe at\acbe4 a\at•••• 1a 

o.r- accOIUih 8&1ata1ae4 wU.h tbe ChaM ll&tloaal '8aak of ... York. 
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... 8 .,,100 a.iaU'baalr, BerUa O'ba .. kUoaa1 Baal<, 
•· T., b7 ord.ar ~ 
~.u-~ 
auaauoo, U.. 

.-,.,., 
Doblt..t. MOO'I&Il\ Do'bl\..t. 

$250,000 !l.olo'babaalr, llftUa 

·. 

Paid. "" 

1"'-1 '"-' o... •. ' •• 
for IIIII &' ef·OM'l 
!lab • o... t.e • 

• • 
• 

• 

• 

• 
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TREASURY DEPARTMIINT 

DAft let ' f I I, 19110 

- 11r, OooUIWO 
STRICTLY CONFID ENT IA L 

llr, lloleell td tile htaral hoe.To :lui< et I•• Tvll: •" u .U toll.oGac 

lot.-Uoa rep1'4111C tile uaaater 11ate4 Mle• tr• lllo ...,_ et lila Jlloak fit 

-· .t.lllaao, aia\&!Mf. .-1\ll lila hUral .. een• Jaalt et In Tart. 

11&\1 kat of "'' 11. s.a ... 

/~r 

Oll&ao II&Unal ~ In 
Tork, ttJr ..,_ ttl 
Goo-.&, llo .... , 1a .. .,..u. 
:lui< td Gneoo croau f70065 
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TREASURY DEPARTMENT 

rooM llr, Ooohraa CONFIDENTIAL 

ioc1otore4 otorl1DC traDoaot1oao Of tho repor\iDC ~aako vero ao tollOVOI 

loU t o 00111eraial OODIIIftO .r:l))oOOO 
Pvoheee4 t .... oo-ro1al ooaooru & JO,OOO 

la tho op• Ml'lcot, oterliDC ,.o t 1rot quoto4 at ~.~. ~ aooau .. , 
11 -.a to 11,0}-3/ll• where 1\ r..U.o4 ~"' tho attonooa. fnaoacUoao 
of tho roporll.DC ~uko wore ao toUowo1 

lol4 to OOIIIorcial OODCir'U &11,001) 
Pvoheee4 t.._ c-ro1al ooaoorao .r:l,OOO 

b tho othor 0\U't'IIIOioo, thoro ,.. a turthor oull pia 1a tho Arc-Uao 
rate, aa4 a olich\ 1aproY-\ 1a tho Oau41aa 4ollar. !ho olooiac 

r uolaliO:OI VOrl &I fOllOVOI 

lvioo traDC 
Oau41aa dollar 
lvadioh troaa 
lei oil oMl'lc 
Lira 
Arcodiao pooo (troo) 
lrao111aa a1lro1o (troo) 
Xnioaa pooo 
Ooabaa pooo 

Yo purchaoe4 $11116 ,000 1a &Old troa tho oaru.rb4 ao001111t of tho Coatral 
!ul: of Chilo, 

1.61. 

About two vooto ....,, the Ooatral IMk of ll lalnl.or vroh tho lodlral 
S.u~o Baolc of low Tort that 1\ vao appl71ac to tho Jl, 1,1, tor a 4ollar oro4U • 
lh proooeto of wbioll would ~~ uoo4 to ropq tho thr-aoath lo .. o _,14 117 tho 
Po4enl, to tho klftdorHII 11uk, (111101 tho a4 ot AQcu\, tho lo4oral llao .... 
...... , ,.,. ouch loaao "'CJ'opUac $797 ,QOO, vi\b •turitT laho raacbc f
lloo•bor 2. 1911o to .JaaU&rT 2S, 1~. I.e oollahral, tho rotoral aot adla p14 
n1Ue4 at $890,o69 f- tho lal'I'Korou NU:'• aanoarl<o4 ao-t.) Ia ito lolhl', 
t.ho Oeotral laolc of .Jl lal'I'Kol' 0~""" \hal tho 1,1,1, wu prqarol to ..U 
l.ollar loaao ProY14o4 tho 17, 1, hoaoarT lloouo4 IIIIo lo4oral to lraaefor p14, to 
- ao oollaloral, froa tho w ... 4orou aanoarl<et MOOUI h lllat of tho 

r.toral ,.. aooo~ ~oio4 to ~ fol' a 11o•oo to ..U a 

/ 
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C.w of solA treuten to \1M wl'M of 'liP w _,.,,ooo, .-& ...._,, .._ la'l!n-111' era'" .- • uo- _._ .._ 1o11 ... ~ .... ,. tU tr 1 al• , ..... • 

1 

ue••• oclor ..... u .. ~ .._ IJ89 u ... • •••suu., tM wU" • at 
tol4a froe tbo 1,1,1, Iollar _, •' tile Nenl, .-& tU ..,..u ot aa11 1a 
llll J , I . S • ......,acl _,, !U O.tral Jlult of :11. lolftlor, lao14oata11JO, 
1111o4 1113\ H b84 llppliol to tile :1.1,1, for a 1- of 1...- ..tvttr "o==oo 
11 414 not upool to aoq.Uro .....,... Iollar tlmlo \llle ,_.. 'o -· roJi€4 oa\o oa 
1111 ro4orll '• 1ooae, 11114 414 aot via, ......, mou-e ooauuoae, to often .,. 
~~ b7 1111111C lh p14. 

!be Stato :Deper_, foi'JfU'UI to u • oalllo otaU-c \loa\ a.....t Jloatoc& 
A Co .. LoD4oa, ollippol .225.000 l.a tolcl tr.. ..,_. lo \llo 0..\ral '•"ror J1u1t 
A !rul Oo,, • .., Toltl:, for oolo lo U.. '0', 1, .Uoq Otfl-

A so14 prloo oqulftl•' to $3).79.,.. rooolft& fna loellq. IIlia- 11 
IO'tC' tb3ll \llo ,,..taUoo of •~ 5o IU..r ,.. prlool a\ \be oqldftloal of 
\}.~· a pia of 1/~ ower \be llw-r 5 1.-..1, 

b Loocloa, \llo prtoo fUol for opot .Uftr ,.. 2H/16cl , ott 1/ 14. !1M 
ronarcl q-..olaUoa .,.. aloo 2H / 16cl, ott 1/164. !lao cloUor oqldftloa' of llo\ll 
pr!eoo vu li2.JY• 

llaDc17 11114 Banu'• .. ,tl_l prtoo for forelp ollnr,.. •eobnp' at 
~)/'ll/. tho froaevr' o purohaoo prloo tor t orelp ollYor ,.. oloo ""heal"' a\ 

(51• 
Yo •&4• tour ~••• of ollYor lotolliiC 225 ,ooo o-• uaclor \llo 111Yor 

ilu'oba11 .lot, oll of whlob ooaoletol of ..., pro4QOUOO fna forelp OOOIIllrtoo, 
for foN&r4 AoU••rr• 

CONFIDENTIAL 
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TRJEAIIURY DEPARTMENT 

INTD Of'P'IC& CDIB RINIC"TION 

- lit. Coclaraa CONFIDENTIAL 

lol4 \o o-alal ooaoona 
J'uoll&M4 troa -rc1&1 .. .., • ..,.. 

~.ooo 
' 1,000 

t1>o ralo t or opea -• o\ar1lac vu II, OJ-3/ll all .. ralJic. ~ro wen • 
n porlo4 tronaacUoaa Sa opea ......,., olu1Sac, 

lila oilier curroaaloo o1ooo4 u tol1ovo1 

c.u41& d.ollar 
htoa frau 
lw4.11h la'OIIa 
le1dl..S 
Lira 
.&rca I Sao pe oo (troo) 
Jroa111u. a1lro1o (froo) 
X.ldca peoo 
OU...peoo 

!hero wro ao pl4 troaoacUou coa-led. Q' u locloiJ, 

'l!!e Federal leaoi'To JaU ot •ow Toft: reported. llao 11>1-1 ot $1,llo6,ooo Sa 
"14 troa PortucaJ, bT \lao JaU ot PorlucaJ,, lo be o_.-kod. tor Ha ace.,.., a\ llao 

f.Ural. 

la Joahq llao oqm.haloal ot lllo pl4 pr1oo _. $JJ,Sl, 1IJI ~ troa J"'lloriq, 

IUur f!cun4 O'lll to IIJ, l!61, 11J1 1/'4#. 
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Q\W" 8ft! 

JaLITARr tnsu.:mr~n mnl!llll 
foAl! lllil'a!lllllr 

~ton. lo; I II 9, 1~. 

!he intc~t1011 cont&l.ned 1n tbie eer1~ ot buU.tiM 

w1U be NIStrlctecf to itema from o!ticW a_.cee ..,1ch are 

reasonably continled. 1he lessons neceeeariq are tentathe 

and 1n no eenee u.ture etudiee. 
'ihis do.,._nt 1e being gi...., m apsroftd distribution, 

and no additional copiee """ cftilable 1n Ule UillterJ JDtal
llgence Dirleion. For pi'O'Iieioruo cCiftl'lline ita ~ction, 

see Letter TAO )S().OS (9-19-40) u-B-U. 

SOllRC! 

Section 1 of thlo bulletin 1o quoted fr<lll a cable d1epetchecl 

by an orticW Allerican obeerwr 1n London on October 2S, 1940. JDfor

maticn 1n Section 2 As turniehecl by otticial British oovcee 1n leta 

September, 1940. 

CC!T!!!!TS 

1 . THE IJ!I'riSH CIVILIAll EPFa!'r 

2 . rBB BWJXII IWl:lWlE IJIJJiR 
1Uil'lil$ OP!IlW'I(JIAL COIIDITIOIIS 

• 

.. 
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1. TilE IIUTIS!I CIVILIAll EFFg!T 

. 
• 

•One of the outstanding features or the British war effort 
ia the extensive diffusion of responsibility !or national success . 

1.65 

In addition to members of the armed forces, nearl;( ell British· adults 
have assumed or been assigned duties or a direct and dietinct nature. 

•1.10re than a lllillion men havo bean conscripted into the 
armed forces, while two lllillion havo been exempted because of reser
ved occupations l. and will continue at these unless inducted into 
the amod services at a later date. One million seven hllndred thou
sand 010n bavo volunteered tor tho llolo8 Clwlrd and are performing .... u 
or&Ani~ dey and night duty under an:os. Three and a ball m1llion 
=en and """""' llho belong to the Air Raid Precautions organizations 
are cart')'i.n6 out in an adtdrable manner duties that are frequently 
c~ancerous, and at present they are su!fering aore cuwl.lties than 
IOBIIbers of the A:rr:tT. 

"Ua>v organizations are tilled by voluntary enlistaent, 
but their full-time r.orkers are uniformed and peid. These include 
the i/CC18n's Royal N<1val Service 1d.th tho ll~v;y, the Uocen •s Auxiliary 
~.ir l'orco :lnd tho h1r Trans;>ort Au:d.Uacy ' with tho Air Force, the 
Awc111ar-; Territorial Service vti th the An:1y 1 and the Auxiliary Fire 
Service with the Air Raids Precautions. Uelllbers of these organize,-. 
tiona aro supplernmted ~/ unifomed but unpaid volunteers in the 
Firat Aid !!ursine YeOI:I!UU'Y, the l!Ochanized Tranoport Corpa , the 
Vlomon'a Voluntary Sorvice, and similar eroups Tlhich utilize the 
anon:10us !)lltriot i sm and energy of the women and relieve the men of 
m&117 duties . 

•Add to these the civil servants, regular IOO!IIIbers ot the 
pollee and tire depertcents and the industrial workers, 'llho regard 
the=selves aa c<ll:lbatents since they frequently work under bolobard
OI&nt, and it becocoes evident that no taail;f and r .. indivicluela are 
without con.siderable and tmediate responsibillt)' for war efforts. 

•There are enoroousl)' imylortant by-producte of these civil
ian etrorte. '!bey tend to etebilize and ateacl)' the social and poll
tical structure, to reduce useless activity, end to m!.niod.ze the 
1rrespone1ble chatter and epidemic apprehension which can so eaeily 
pervade cocamitieo or indiviclunls not fully occupied. • 

2. THE llAILOOll llARRAOE ONDER WA!\TD IE OPE!!ATIOI!AL CONDITIOllS 

a. Role and General Uao or tho Barr&S! 

1, Essential jobs in inclustr:Y • !i::::a,. 
2. Colopoaed of t10Den pilots for tert')'ing duty. ~· 

COilP'lJ)E:lTIAL 

-.2-

• 
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COIIP!!l!!li'J'IAL 

The role of the balloon barrep 14 to keep en~ bcmbers 
above the height n t 1'thl.eh they can carey out accurate destructhe bom
ing and to force thl!l!l into the ~one of air where fighters and ant1air
cra!t guns are effective. In clear woather the barrllge 1s nown at 
between 41000 and 5,000 feet, ita £\Ill operational height, lihUe in 
cloud)' •·~eather it is nown in the clouds. Ita moral effect has proved 
to bo vecy great. 

In general, the balloon barrace is used over clusters 
of vitol points, such as docks , harbors, and large cities, llhere it 
serves as an economical and effective Mane o! protection, '!.'hen vital 
points are ieolated, h,.,.,ver, the barrase is not econotllical, for as 
aan;r as 60 balloons liOUld be neceasacy to provide adequate defense tor 
a single preciee point such es a power station. For defense of isola~ 
ted points, light ant.iaircratt artUleey 1a used, 

Fishter aircraft are al'W8j'S avo.ilable in areas mere 
balloon barraces are lo=ted, !or barr'lges require their protection. 
extra protection is provided b;y a small proportion of light antiair
craft r:ithin the areas covered b;y tho barrages·. 

The barrage is also usod for protection of conVQYD. 
It prevents lorr flying attacks Md, it kept to about 2, 000 feet, 
renders it difficult for bonbers to mAke hits en ships . Care must 
bo taken, ha\7evar, to provsnt balloons projecting above the clouds 
and thus civina "''nlJ' the loc<>tion of convo;ra, 

b. Dam;ij;o to Balloon<> 

Recent storus rove dar.18SOd r.nd broueht down a large 
number of llritish balloons, but I:WlY of those have been recovered, 
repaired, and put beck into use. 

other balloons have been lost llhen they vere struck 
by lightning with ao""' frequency. It, however, the berrego is 
lowered below the cloud base W>der theao eirCIII'stances, wastage can 
be avoided to a large extent. 

It requires six to eie)lt antiaircraft shell fra£1011nts 
to bring a balloon down, and these frapnts toke a toll of approxi~ 
utoly )0 belloons each 24 hours in the vicinity of London. Repairs 
can be ertocted (!Uickl;r, and the damaged balloon is eenerall;r in se~ 
vice again \'11 th.in four to tan hour~ . 

c. La,yout Plan 

The llritish Air Force use an area l,aJiout Y1i th a 1'1% 
probabillt:l of c~lllsion for aircraft n;ri"i across the ball~ 

OO!E'TT!§;lTIAL 

-.3-
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de!erded zone. '!'be barrage 1o stratogicallJ' l.mobu-t.hat ia, it 
defends apoei!ic area• and 1.8 not ClOYed. Tactically it ia W>blli 
and can be shi!ted !'ro10 one location to anothor when a ln>Cid., ~ 
1n enell\Y strnto8)' !:lakes this noeeaaar,y. The Dritiah balloon berrage 
ia lethal in that the cable used is stronc enouah to tonr the wing 
i'l'oa a plano atrild.ng it. 

Dl London and certain other eitioe, eapeciall3' those 
1n 'llhich the aircraft industry is centered, the berrage is kept t:cy-
1118 at all times . The average aaaisned st~ngth or the London berrage 
is .)60 balloons, but the average nUIIber in operation during a normal 
u-bo<lr period 1a .)10. About 50 are aenerally on the repair list. 

The atratogicall7 l.aloblle berraac can be replaced b7 
one atratopeally 1110bu.-t.hat is, a hedge ot belloona across a-u
known avenue of attack. 'l'be British ha"" tried tl-.ia, and, aa .ore 
balloons beeom available, the7 ~ ha"" 1110ra .oblle berrages. 

get ! ltniAL 
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No. 242 Sl'n.IATION !!BPORI 
11.1.0., W.o. 
N..-r 9, 191.1). 
l2:00 II , 

Tbia mUitary ait uatioh report ie iae11ed by the 111lit&rT 
Intelligence Divisi on, Gener al Sta!!. In new ot the occaei onal 
inclllllion of political intomat ion and of opinion it 1s cleeeified 
aa Restricted. 

I. !!atom Theater ot w,.., 

l. Air Force Operations. 

Germaz> air aetivit7 conformed t.o normal pattern and 
intenaitJ. The Gelman official cccm.miqu.e arain empbaeizes the ex.. 
tent ot attaclta on shipping and cla1Joa n1£ht operations against con
voys. 

The R. A. F. operated ext.enaival.y over Gel'IDAI'IT· l!unich 
waa bombed, aa waa the Dornier plant at Fr1edr1cbshaven. 

II . Greek Theater of 'liar, 

The ground situation continuea t.o be one of inconclllllive 
IDOIIIltain warfare. The Italian Air Force bombed wide!y behind the 
lines 1n Greece. 

UI, )(edit.errenean and African Theaters ot Jar. 

llo ground operations reported, but apparentl7 brushes boo
tween pat role 1n western Ee;ri>t are beccmin& 1Dcrassi.nglY treq\*lt • 
Last n1£ht the R.A.F., probablY based on Great Britai.D, dellnred a 
fairlY be&Vf attock on Tu.r1n and ita vicin1t7. 

RESftiOTI[) 
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TREASURY D EPARTMENT 

UNITED STATU~ GUARD 

WASHINGTON 9 !IOTember, 1940. 

Fran• Spe.gent, Shanghai, Odna. . 
TO 1 Secretary of tbe Treuury. 

tocel Qdnese bankers tbr<Rlgh He1 Tell lieu &end bea:rt.

iest convatw..tians en tbe re-eleetl.cn of President RooseTelt 

and wish yt1Ur ldldnistration CQDtinue<i proaperity and succeee for 

the next four years. The local Aloaricm canmit y, OlineH, and 

Brl. tioh are highly elated OT&r tbe reaulto ot tbe electioo. 'lhe 

Japanese are very nervous, but continue whistling in the dark. 

This ottice wishes to add our consratulationa to thoae expressed 

a bOTe and to also exprees our gratitude to Y'"' tor t he kind con

sideration and encouragement we have enjoyed at )'OUr banda during 

the paat years and. to &altlre you, C!o<l will1na, ot our humhle 

efi'orte to contrilute to your succeaa durini the aext toor years 

ahall not c!l..lliniab. 
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DEPARTMENT C7 STATE 
WASHINGTON 

!be a .. re'-f o~ nate pr .. nh h1e -pUaaah w 
\lw Boaorable tiM leore'-J of \be ~....,. u4 ~ualte 

a oopJ of a telep-8a 110. 48, 4a\e4 .... ber I , 1~, troa 

\he Aaeriou D1plaaa\1o AceD\ &D4 Coaaul e.aeral a\ 

!qier ooaoerDJ.ac u or4er 1 .. ue4 "' tbe lpuie a1lUar7 

autbor1\1ea \here with reapeo\ to \be lp&Dle peaeta. 

IDoloave : 

rro. Ooaaul .... ral, 
!aacier, •,•ber 1, lt40 • 
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Secretary of State, 

WMhington. 

48, 5oVI<mbcr ll, 10 a.m. 

ORAT 

Tangier 

Dated 5ovember 2, 1940 

R&otrd 8:18 a.m. 

REferring to my dcapatoh uo. M of October 11th, 

the following ia a translation of a notice whioh waa 

posted yesterday afternoon: 
1 1, Don Antonio TUatc kcura, Oolond of Infantry, 

Ohicf of the Oolumn of Occupation of the Zone of 

Tangier, order from tomorrow Spanish money shall be 

admitted into circulation aa legal currency. Declara

tion& of taxable valUED can &lwqoa be written in 

Koroooan franca and in 8paniah pcactaa. Tangier, 

l!ovcmber lat, 1940. (81gncd) Antonio TUate. 1 

Oommcnta Will follow in a 481 or two. 

WBUE 
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Secretary of Stat£, 

\'luhington. 

GRAY 

(Par1a) 
V1oh1 

Dattd NovembEr 9, 1940 

Rto 1d 6 r20 p . m! 

924, Novccbtr 9, 1 p. m. (SECTION ONE) 

FOR 'DiE TREASURY FRO!! !U.'l"l.''!£l>S. 

179 

A aeries of laws and dtcrtta dtai gntd to 1nortast tht 

crtdi t bast a.nd at thE sam£ tim£ rrduo t tht circulation of 

bank not rs by substituting other means of payment tor thrm, 

YI&S publ1shtd in last night's Journal Oftioirl. Thtst 

mtasurrs provider (1) private paymEnts in amounts in excEss 

of ~,000 francs for such purchasEs as wagta, aalarits , 

rents , transportation cbargts, strv1cta, suppliEs and works 

shal l htrtaftcr obligatorily bt paid by means of either (?) 

checks or transfErs to a bank or postal account; 

liATTHE\75 

EMS 
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REB 

Stcrt tary of Sta tt, 

Waahi~ton . 

GRAY 

(Paris) 
Vichy 

t>a ted llovrm'bcr 9 , 1940 

Rrc'd 2 :25 a. m. lOth. 

924, llovt:m'btr 9 , 1 P• ID. ( SEC1'ION TWO) 

(2) payments 'by thE statE a nd other pu'blio tntit1ts 

in amounts in cxcrss or 3 , 000 franca for such purpoata 

1.80 

as thOSE tnumtrattd abovE ohall 'bt paid 'by transfers to 

a pootal account or to an account optntd at the Treaoury 

officE or a 'bank; (3) payment• 'by tht stat£ and othtr 

public Enti ties in amounts ltss than 3,000 franca shall bE 

paid with postal monty orders; (4) all mcrchnnts shall 

'bt rtqu1rtd to maintain a bank account or a post otticr 

chEcking account; (5) up to 50 percent of stet£ contracts 

tor works cxcttdi~ 50, 000 franca in valut and those 

for aupplits in excess of 200, 000 fr~tnca may 'bt paid 

with six month Trtosury 'bi lla . 

W.TTHEWS 

KLP 
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Secretary of StatE, 

Washington. 

-
GRAY 

(Par1a) 
Vl .:>hy 

Datrd November 9, 1940 

Rrc 1d 6 :15 p. m. 

924, November 9 , l p. m. (SECTION THREE) 

181 

The first four of the above provisions rEprEsEnt the 

l atest and rr.ost important of tht steps taken by thE GovErn

ment to furthEr thE Employment of checks and giros , methods 

ot payment which up to thE prEsEnt timc havE not bEEn 

cxttneivrly usEd i n France because of thE average FrEnchman ' s 

marked prcftrtnc c for banknotco . 

~lt fact that paymEnt of statE contracts may hErEaftEr 

be paid in part with Treasury bills, howEvEr, rtprcsrnte 

an innovation in FrEnch financial practices and onE which 

sums closEly to rEs~mblt thosE utilized in thE autarchic 

Economic systEms. Hcrctofort rxocpt for war timE requisi 

tions which wert usuall y paid nith on£ year Treasury bonds 

the French GovErnment has customari ly EffEcted a t t t l t mEnt 

of its contract s wi th cash. 

(END OF HESSAGE ) 

!.!A TTHEI'!S 
EIIB 

• 
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TREASURY DEPARTMENT 

INTER OI"'''C& C0104UNICATION 

DATa l o• •kr 9, 19110 

TO Soorotarr Nors-athau 

Mr. Cocbru 

STRICTl Y CONFID ENT IAl 
Official oaleo of llr1U ob-owo4 4ollar oocurUioo 111141r tho n tUIIC or4or 

offtC\11'1 ltbru&rJ' 191 

lo. of 8haroo $ Procoou of l oalaal f oluo $ Procoodo of 
Sold Sharoo Sold of lloalio Sold lloJ>Iio Sold 

october 28 9.76o J56,SJII IU 111 
29 27,ll!o 1,05(),1117 111 111 
30 19, 61!5 930.502 ~·000 9,2111 
Jl ~.295 1, 505.551 1 ,000 10,891 

IOTOo'ber 1 , 619 1,}71,866 76,000 52,}8~ 
2 200 11.932 3,000 422 

137,699 5. 227,108 118,000 76,712 

1,6s6, 6C)5 59.03}. 831 5,124,000 M96,896 

1,824, 394 611, 26o. 939 5,242,000 4,on,6os 

Mr, Plnooat repor to4 taleo of aoa-no\14 ooc:ur1Uoo for tbo voolr: tailed 
October 26 totolod $500,000, 

' 
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• 
EB 

Srcretary ot State, 

>lasb1ngton. 

• 

720, November 91 1 p, m, 

• • 

GRAY 

Buoharut 

• 

Dated llovEmbcr 9, 1940 

Rtc ' d 4145 Pollio 

187 

On various occasions stnoc wr blooktd Rumanian tunda 

1n tht Unitrd States high Rumanian officials havt rtqueattd 

thr Legation ' s assistance in stouring licEnses trom thE 

Trraaury, The LEgation has invariably rtplitd that it wns 

not in a position to takE th£ rcqurstrd action and that tht 

propEr channels or application wtrr: (one) through the 

Rumanian Lrga tion in i:aah1ngtonJ or (two) through tht Chase 

Bank or othrr American corresponding banka ot tbt Rumanian 

National Bank, 

An ottioial or tht Ministry or National Econo~ recently 

called twict at thE Legation leaving on tach occasion a 

mtmorandum conctrning applications madt tor the relr aac or 

dollars to pay Rumani an diplomatic and consular aalarica and 

txprnota abroad. The t irat mr1110randum liattd an application 

telegraphed to thE Rumanian Legation on October 22Dd re• 

QuEsting 111onthly autbo~zation t or t1oo.ooo tor dipl0111etlo 

and consular cxpcnditurt•J and a tclrgrapbic applicatiOD 

made 
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EH •2- 720, Novrmbtr 9, 1 p. m. trom Buoharcat. 

!<9dt by tbr National ilank on Ootobcr 23rd to Cbau Bank 

tor tl•o, ooo--apparcntly a reiteration of tbr Ootobcr 12D4 

requcst , thE additional t401 000 bring for Military and 

Commercial Attaches. ThE National Bank atatra tbat no 

rcply has yEt bErn rtccivrd to thEa£ applioationa. 

Thc srcond mEmorandum concrrncd applications mad£ on 

Octobcr 16th through tbt Chaar Bank tor tbc paymtnt of 

Octobcr salariEs of the staff of the Rumanian LE:gation in 

Tokyo totaling $3,792. 16. Tbt National Bank atatcs that 

188 

thesc applications wert definitely retustd by thc TrEasury. 

Th1s mrmorandum also atatcd that an additional sum of approxl

matrly $2, 000 a conth was required tor gtneral running 

<xprnara of tht Rumanian Ltgation at Tokyo but that no 

applloatlon had yrt been made pcnding a favorable reply 

to thr application for salary payments in Tokyo. Refercnoc 

was also madr to a telegraphic application of October 22n4 

tor t2,196 to cover the transportation_ cost of tbe Rumanian 

Ccmmtrc1al Counacllar 1n New York wbo baa brtn recalled to 

Bucharest; no reply baa been receivcd to th1a application. 

Both ltDDoranda ended w1.th tbc request that tbe Lcgat1on 

takc steps w1.th a view to accuring the prompt 1aauancc of 

these lie enau. • 

On the occasion of botb v1a1ta 1t waa made olcar to thc 
\ 

111n1atrJ 
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EH - 3- 720, November 9, 1 p. m. from Buoharut. 

Minietry of National Economy.ott1o1al that thE Legati on 

had bern eproif1call~ inat:ructrd not to aot as a cbannrl 

of tranemisaion for appl1oat1ona and turthrr that it could 

not voluntEEr rEcommendation• conorrning applications which 

had already b£En madE through tht Rw:lan1an or thE Chaat 

bank. HowEver, i n vi ew of tht fact that these licenses art 

apparently nEEded urgently for the prompt functi oning of 

tbt Rumanian forcign strv1cre I venture to bring tht fort

going to the DepartmEnt 's attention for whatevEr action may 

b£ dttmtd advisable . 

GUNTHER 

EllS 
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TOcrOiit tfrWOftMATIOt-0 

TEXT 

FOR IGIS KI.O'I'Z X AF'l'l!R RECEIPT <F '!HIS UI!SSAOE PIBASE SmD 
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10 IIOVEIDl!'.R, 1940 

TO «,-OR ACTtONJ 
1---1 AJ;KHOWU'DOC 

(X)liDT 

TO(f"OA 1H,-OIIIU4ATION) 

TEXT 

ogpAJ!TINO SAN JUA."l TOl.QlRO'If SUNDAr AFTERIIOON FOR ST TliOJIAS VIA 

AlR X STOPPINO BLUE BEARD HOTEL ST TUOJlAS X DEPAJ!T ST TIIO!.!AS 

'!ORJIINO l !T!I AliD AJ!RIVE KIIIOS'l'QI SAllE JJ"'''!RNOON X INPaUI 

• 
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U. S. COAST GUARD 
10 IIOl!llll!R, 1940 

S!C'l!ISAS 

v.ICOM ING HEADING 

101450 QUAil OR 26. 

TEXT 

ASK S!CIIE'l'ARI' S OPI!RATOR TELEPil<JlE l"'U.OONG TO lflS noTZ 

AFTER 1200 TODAY SUIIIli.Y QOOn! REQJBST DICit TO START II>IIDAI 

CARR!llfQ OUT VI ORDERS CARSPULLI B!ST RBOARDS UIIQJ01'B 

•• 

..... --- .......... 

.. 

• • 
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, 

FCJI lltS II:>ROI!2mi.W I SECIIETARI RP411STS lOU BRDIG wml !00 

'lifO OOOD DBTEcrlV! BOO !5 All1l <Jill 90fttE tl50 'l'ABIETS IIIUilS 

BR!II!RS !!AS'!' 'l'ABLI'l'S 

• 

.... ------ ....-

• 

• 
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PAJW'IIRABE OJ' TELE<IIWl UO:CXYID 

!110M: Aaer1oan Coneul.ate, Dakar, Senegal, Frenoh Wut 
.ltr1oa 

ll.t.TE: NoTember 10, 19.0 

NO.I 6-i 

FOR 'l'HE TREASURY. 

Reliable 1nforaat1on hae ooae t o ae that there ie 

b eing "nt by airplane to Franoe a eh1paent of gold 

coneigned to the Banque de Franoe i .n the amount of ten 

metric tone. The greater part of the rella1n1ng gold 

(amounting to 1, 240 tone) 1e now at ICeyea, a town on 

the railroad to B-&ko, aooord1ng to t he report. 

WASSON. 

E.l:LW 

Regraded Uclassified
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a>'IDT 

MATICH) 

TEXT 

ll'OR MR.'!! liOROEN'!HAU X SECRETARY REQJ&STS YOU BRINO lfl'!H YOU 

A OOPY OF NEll YORK TillES FOO !OliDAY AND TUESDAY 

--·-
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ACKNOW'L&OGC 

PR:IOftiTV 

RO<I'I'IHC 

N ITO 

ACKNOWUR>G• 

PRIORITY -
ROUTINE 

N ITE 
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IS IT VERY '.VAR/l 00'1111 THERE X FEELINO 1'Dnl AIID IJW/Difl HERE 
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~-·· ... --- .......... 

1.96 

Regraded Uclassified



• 

• 

Uo S; COAST ~UARD 
OPPICIAL-'ft:ll • 

UMN 

INCOMING HKAD1NG 

0 

• 

.. . - ·-
0 

TEXT 

FOR MRS I«<IIOlliTTWJ I VI!:RY 'IAI!II SIIIILAR IIAIIAII X 'fii.L 'I'RI 

It! !liST '10 AIUWIGB IIAVB YOU 00 DIRIC't IOITBOO BAY X W'l1l 

lm!Rf 
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.. 
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• 
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er~rctary of St&tc 

'flnshington 

3694, llovcmb£r 11, e p. m. 

J'OR TREASURY. 

8RAY 

London 

Dated NovembEr 11, 1940 

Reotd 4:13 p.m. 

(One) The Ohilcan pnymcnts agreement has now beEn 

signed nnd Trcnsury orders effcotivc t oday prov1d• that 

1.!)9 

pnyments by Ohilean rcsidcnts to United Kingdom residEnts • 

must be mnd£ in st•rl1ng to a Ohilcan speo1n1 nocount. 

Arrangements have beEn mad• for p&ymcnts of certain 

types of i ncome in sterling from Ohilean sterling aren 

ncoounto with United Kingdom banks rcgiotered at thc Bank 

of Englnnd, which OhilEnn usidcnte arc permitted in ocrta.in 

oircumstnnccs to maintnin for meeting pereonn1 expenditure. 

Exports from thE United Kingdom to Obi lc cust be pnid for 

in sterling from o. Ohilcan spccinl nooount. 

Oomcenting on the agreement the Treasury said tbnt 

all nrrnngements ho.vc thus been made for handling n large 

nmount of sterling, and tho.t nll is complete except that 

there is no sterling. Another mult1lntcrn1 effort is, however , 

bdng 
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llll ...a - td I 3694., BovEJ:Ibu 11, 8 p .m. from London 

brln3 cnde to remedy this dcfioicnoy, Gnd the Bonk of 

Engl:u>d nprcacnto.tin iB cndco.voring to illduoc Peru, Ohilc, 

o.nd ~o.zil to sell thEir produoto t o Bolivia. for ato:rl"i:~. 

·:·. •o) ~be text of tho: paymo:nte agrumrnt with Urug\la1 

datrd Sr.pt~cbo:r llth bo.s now been reoeived. Docs the 

treoaury wish t he text telegro.phedf 

(Three) A Bank of Englo.nd notio~ to ~nnko:ra aapounora 

o.rrangccrnto for i ndividuals ro:aidcnt i n Hungary 

to open s t erling &rEa o.ocounta o.ftcr prior o.uthorizo.tion 

by the Bonk of Englo.nd.. 

JOI!liBON 

NPL 

Regraded Uclassified



!2!!' J'l: an. 

Jlo. 69:1. 

SUbJoot: 

Air ul1 

'lllo Hoaorable 

• 

llllUIJ ar !Ill 
UJI!.ID ftllll ar •MDIC4 

'!"he S.cret&rT of State, 

laahlll&to•, 1). c. 

Sir: 

.. 

I baTe tho hoaor to "'port tbat t ho llveao for tho InopecUon 
and !eotlnc of Co ... rcial Co .. oditloo of tho Milllotr,r ot Zconoaic 
Attalro J""t "'1••••4 tho followtnc flcuroo ohootnc •l<J'Orto froa 
or tbro"Ch Ohw>clttnc durinc Septeaber aad October 1940, 

co .. odlty 

'!'uncoil 
White Hoc Brlotloo 
Black Hoc I!r lot1oa 
Pte Caolnco 
TollO'O' Slllt 
llabblt hldo 

October ZX))orto 
In 100 pouado 

457.03 
116.73 

237 ohooto 

... ... ... 
;leptoaber<llxportt 
ln 100 poudo 

• 6,553~S 
Sl~ 

935. 58 

1~ ., -... IS' 

• • .. 
~ . 

Since tho reopeatnc of tho - liM4 &A a....-.p of 100 toao of 
Suchu.ll •oo4-oil haw been U]>Ortod 4&11.7 f ro• CboQCklnc• 

!he Such'Qf.n ~ 011 t'radtoc Co-, 'O'blch to tho oollocttnc 
a,ent Ia tb io proYIDce for tho l'ooobtnc 'Pra41oc Corporation of tho 
lllnlotr,r of J'ill&Aco, .............,od that oYOr 12, 000 tcno of '0'004-oU ....... 
)lUrcbfood 1v tho co- froa Juno, 1940, \0 October 31 , 1940. It 1o 
oxpectod t hat tot#~ 'JI'li'Cbae•• •Ill reach 11!,000 tono lv tho end of tho 
ye&r. 

Orlslnal (Jv air •U) IUid 
n,.. coploo to tho l)opart•nt 

Co"' t o Po1p1Dc 
Co~ to Sb•nc,b•' 

610, 22 
Cow:'bJ 

DLS0!1 T'P.USU:II JOIIIISOII 

Regraded Uclassified



.. ..... • 

coNFIDENTlAL. 
202 

··-==2 ::.:-: .... ., a 
5 ...... 0 ... 

1 ° ...... --.-....... 

.. ...... - .................... fll.s 2 
117'* .... r 5' atleilfiU<I a • - - e. ' 0 a ' -.a 
1 1 ""' • o 0 

t sua Iss ~ 1 us, • 1 2 t 2 s ns ....... 
Ia ._. • a D l =7 a t II a, a rt ..., * • t • 

I s,...,,...._.. s t one a~ ........ ., _ e a 
'11 "a~~~ .... _. .... wr krPIIDPscll a P ..... I I at.... wea .. ' I as.. fll .... 73 I 7 a 

7 o .... 

"' - ..... scuras..fll• s 
..... J4 ....... p I MI ............. a.. .. -
• a 7 

•' M I .. IS ... Sa at ltl -a US 0 

......... a , ...... , .... ..., ........ 

.._ .. a •• 1 ~.._ rs P , .. PitH ....... , .. ....... ,,7 

• s 
7 .liCE .. -- ... --·7 -at--..... ,. .... 

_ _.._.._ ..... 17 , ...... -. ...... sn 
........ __ ...._ .... 44 &tltslfll ..... .... 

-uaru l 
• .... w. - co 7 7 ·-8111--

'e 7 TJPS --•cu•- s 1'1 ..... .._...,. 

.__ s 11 .._ ... , uta .. fll• 

tRatPas.-'a 3'3 -.r• ss'S .__ 

-. .. s '? fl a 0 u.. tr-.r•p 7 

5 

CONFIDENTIAL 

Regraded Uclassified



• 

CONFIDENTIA L 203 

.. 
......... , 2S ..... "fi I ....... ... 

-----··~ --."" ........ __ 
Mo ... __ _. ... 7 AtMr... I 

e a a -, r•• ... •ntsn.as 1 s ..__..,. •en utMIII 
___ ._,58 a' Mt- K?tll_. .. ._., ___ ..... _____ _..,., .............. .. 
..... ..... lie .... 't¥? .. 1'taiCn- ..... 

_._,._a le-s'n_._, r1 a. mr 
......... 2 Jlc .... tlell_.., .................... __ 
..,._ • ...,_.., .... _.,.... .. " sa._• taltl... ..... ............ , J.1 -
d ' 9 5 ... I'' 1 1 .. I I 11 i1 ..... f/6 ._..,.. ...... .. 

................... ._. I' JT .. 2 II liP .. .. 1 I 0 ~ 

..,. ..... sate,., ITt e .., ... ,.... "*' 
• S I 2 -.e.a_llnl.._._.._.. ...... , I 

,.. Pllll __ ........... 

.. .. ,,,... ... ....... a.. ....... 

- "2 ifa--· 0 

,., • .,._$ . - 7 .. ..... -... - ..,._ ............ 
... _ ...... IJIJ .. , __ Ixk¢ .. 

fe .. • .. 7 Ia .. PC liP A I tl .. ten 

•1111'-.. IJI'I*"-Ia ft ??fttt a .. .. ' t W?' Slg' PI I I I ,._ -............. -.............. ._ ... tal_ .. _ 

....... -. .... ---·~ PITM_. ....... 
at? J' ...... ._.-.... nt-JT ' U 

CONFIDENTIA L 

• 
• 

Regraded Uclassified



CONFIDENTIAL 

...... _..__.¢_ 17, 21a--... PS -a ••2 Sa• .... , •• .._ .. -

...... ••• 2 a,_ .. 22 
2 

.............. . 

••-• 

2 

a 2- P 2 •2 1a •--•· " m 2 
• :ur • .. .-• z s 2---.. .. 2 a 2 '._.. 

• ... sa - QL 
1. • taaru ... _27 1 ....... . 

.. ., 11 .... ' as••••-. --.... - .. 

... 7 59 --- .. 0 1 1 .. 1 .. --............................. _...__ 

.a. 272 ... • ... _ a ........ _ .... ..._ -
'?? 

• 
Regraded Uclassified



205 

• 
II.I.D., W.D; 

No. 24) 
lou Aer 12, l91,D. 
12a00 11. 

Th18 Dl111tary aituation re!)ort 1a iNUed bJ the 111llt.azT 
InteWpnce D1v1aion, General Stt.tt . In viAw ot the oc..-icnal 
inclusion ot pol1t1e&l 1nton~at1on 1114 ot op1nico it ia cl.&aaitied 
aa Reatriott4. 

I. Weatem Theater ot War. 

1. Air Force Op!r!tiopl . 

vaUed. 

On the lith hea"7 Oen~an clo.rlJ.sht ra1da 111th Italie 
participation occurred, and on the nij!ht of the l.Oth-llth Gemm 
aarial. activity over the London area waa intense. Otherwiaa the 
ocala ot operations waa relative~ 1.1sht. The Oeruna continue to 
empbaaile their attacks on abipping, 

The R.A.F. bomber coanan4 cperate4 axt.enaive~ only 
on the night ot Novtnber l.Oth-llth, wMII r&14a ware macla on a INIIIber 
ot coaatal. towns and targets in Oefti&DT, 1nclud1"1 llllnicb. 

II. Greek Theater ot 1'lar. 

Groun4 situation opparen~ 1a stabil.1sed alCIIC tbe ltJ.A.
aaa Rbar, in tho Voiaaa ...Ue;r en4 in the Florine area. Itoli.ID-.,._ 
Worc-ta are arri'fing in Albenia. '!'hare baa bMI1 fairlT ben7 
Italian air aetint:r OW&r Greek rear areaa • 

III. M!CI1tarr- 1114 t.tr1cen th•atera ot War. 

- Slaall acal.e fi.gbting oontinuaa around Gal.labat . Air 
acti'fit:r apparentJ.T baa bMft mnor. 

iQfEIIjWI 
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U. S. COAST GUARD 

INCOMING HEADING 

120001 QUAil D OR 114 

TEXT 

FOR lollS ICIJ:)'!'Z I REQIIBS T VINER A.'ID STEll ART COJ.!E TO 

ll.f.S!OOTOH !'IRST !IIESDU APml I RlrnJRII I T!IEI SliOULD 

BE FREPARED TO ADVISE liE 11110 'liiKI CONSID!R OO'!STAlllliliO 

PRJ!'ESSal IN PUBLIC I"IIIAIICE BI!ST RF.IlARilS 

'· 

......... - ACI'I"'IOIf" - · 

···---- ........ 
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U. S. COAST GUARD 
OFl'lCIAL DIPATCH 

TRAN SM I T 

COAST GUARD HEADQUARTERS 

SEC'l'REAS 

T£XT 

DICK OO'.!PLET:!:D ~'UllllER Qt·:E X !11R.:BER T:IO X 'llillP.'\ lnlliDil'l!J tnn't'<ER 

r.)lnl X TH'!EE lnJ:I!IRED ;nr,fBEP 1'1VJo; X OIIU 85 AVAILABLE E:F'II !lOT 

0':'!: !~I!ID!l!ll X SliFFIC(lo~IT AVAILAI!LE FOR OtiLY 11'10 HU;ID!l!ll 

h"J'.IBE" "'UR X E£;T RWA!!OO lilliRIET~ iQJ)l'Z 

............ --··--- ....... ., 

• 
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OOIIDT 

TO CJ"'R IHI'Of!IMATION) 

U. 5. COAST GUARD 

INCOMING HEADING 

QUAT l!IQU2 QUAB QR 21 

TEXT 

FOR lollS xwrz X IOOR SPPX:IAL CODE IIESSAO£ RECEIVED X 

PLEASE IIAIL D.ETAILS X m ~YING VIROIN ISLANDS Fl!ELINO 

BETTER X BllST !!EQAROO 

..... - ---
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U. S. COAST GUARD 
.... 

OFFK:IAL 0111PATI:H U NOYDIII!I!, 1940 

INCOMING HEADING 

QUAT 11501150 Q11AH OR !18 

SEC'I'REAS 

OOIIDT 

TEXT 

JI01l P!IIL YOUIIO X ROlf LONG IXJES l'liOLIS!IliAN OOII'l'EUPIATE 

STAYING IN IINl'l'ED STA'IES X IF I DECIDE '1'0 HAVE HDI 

VISIT liB IN JAilAICA THINK IT BEST THAT HE IXl SO AFTER 

HE '!AS OOIIPIB'l'Eil HIS VISIT IN ONI'!flD STA'II!S 

'• 

..... --- ........ 

• 

-----------·~~-~ 
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BLUEBEARD'S CASTLE HOTEL 
CHARLOITE AMALIE 

SAINT THOMAS, VIRGIN ISLANDS 
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IIPOifl OJ' J'I!I!IOl.WW PIOm:!l , ICLIP m:lB All) aaup ft11L 
noll !'Ill tJBIUll SUDS !0 J . J.'I., 11118IA, 1P AU, All) C11W :EIWB 

.&a SIICJWB Bf DIP .AI!IIU Plala!S GIAJnl) 

YoU: olldM llo'r.;,bor 9, 19110 

RUSSIA SPAll OD.t.f llll'f.UI 

fUel and Oao 011 ( lnc111dlnc 
D111el Oll) 8l,l00 llb1o. JO,OOO Jb1o, 

Blez>iO<I or Cellfon>la 
BJp Ocwo Cra.do0 

.W Other Crode 

O.sollnt ~ •• 
O.oollne B • 
.Ill Other Ooool1no 

A>l&tlon LubrlcaUnc 011 ••• 
.111 Other Lubrlcatl~>G 011 

lotr&etql !Aad • • • 

t'Jooatera•, IUcb u lao
Octane, ltO-Jia.XAM, or 
ho-PentaAo 

91, 953 llblo. 
64,990 llblo • 

655 llblo • 

67 ,000 Bblo. 
8,000 llblo. 

JS,OOO Bblo, 

10,496 Bblo, 
}4,0JO Bb1o. 

8}6 'font 

IO'YIIIber 12 , 
Ottleo of Merchant Bllip Control , '1'roa.uey Dopart•ont. 

I.Dif cateriel troa vblch 1>7 co-rclal dlotlllatlon thoro can bo oopartlttd 
IDOre than 3 percent of anatlon 100tor ru-1, qdrocarbon or b,ydrocarbon 
•lxture - Prooldont •• recauatlono ot JulT 26, 19110· 
.blatlon Oo10u,., 
\1 defined ln tile J'rooldant ' , roCI'ltltlono of Jul.T 26, 19110· 
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TREASURY DEPARTMENT 

INTEit-OFFlCE COMMUNICA'TlOH 

TO Beoret~y enthau 

~. Haa ' 

The Bu1 ne1a Situation, 
Week ending November 9, 194o 

,ROM 

Subject: 

B-.rr 

DATa 

213 

COKFIDEII'!UI. 

IIDVellber 121 19lio 

(1) The pre-eleotion lull 1n the ooaaodity aarkete baa 
been tolloved by a aarked expan1ion ot buying aotiT1tT and 
a further rill in ba.1io oo111m0dit:r pr1011, atteoUng both in
dustrial uteriale and food produot1, 'l'h11 price upturn, 
aocoCIJ)&IIied b:r a rile 1D aeourit:r prioea and a further ga1n 
1n our "index ot oontidenoe•, apparently retleot1 a general 
1noreaae in optiai .. over the buaineee and price outlook, 
with acme inoreaae in 1ntlationar:r sentiment. 

( 2) Weekly buaineaa aeriee continue to indicate a rising 
trend ot indultrial aot1v1ty. Our new orders index baa r1aen 
to a now high level, ov1ng to a marked expaneion in textile 
orders. Untilled order• generally have been increasing. 
The New York Times index tor the week ended November 2 roae 
.3 further to 109.7. 

(3) The heavr volume ot lumber order• tor defense oon
atruotion in reoent monthe, wh1oh baa oaueed a eharp rise in 
lumber prioe1 and a eubatantial reduction in available 
at ookll , hal not yet brought anr material inoreaae in 1-ber 
production, owing to oharaoter11tio 1lovneu 1n thU 1Ddu1tr:r 
1n getting producti on under war. 

Price rile gaine .oaentua 

The general ral1et troa pre-election unoertaintiee, and 
the centering ot attention once more on the grov1ng volume 
ot demand arie1ng from the national d1tenee progru, brought 
1noreaeed buying and r111ng pr1oel in the ooamodit:r aarket1 
laet week. While 1al11 1n a number of aarkete had begun to 
expand earlr 1n the week, the real biJ¥ing movement va• touohed 
ott on Tbur1da7 by the announoem1nt ot the Trea1ury11 pol1t1on 
f avoring a 1Ubltant1al inore&el 1n the debt l1a1t. 8eour1ty 

• 
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pricee ae well ae oo..odity prioea roae on this announcement 
w~loh contributed further to a growing optimiam over the ' 
buaineea and prioe outlook. Our 1 index of oonfidsnoe•, de
rived frolll a ratio between high grade and eeoond grade bond 
pr ices, has risen aligbtly further ainoe the election, after 
lmoroving gradually over the paet aeveral montbe. 

Last week's ~rioe movements in the futures marketa are 
shown in Chart 1 (agricultural produote) and Chart 2 (indue
trial lllllterli!le). Following a pre-eleot1on luil In the pre
vious week, eharp ga1na were recorded laat week in the 
futu re& ll!llrketa tor various commodit1ee. A feature of the 
market action was 1te comprehena1veneae. Agricultural com
modi t iee Joined 1n the advance and commodltiea with previously 
divergent price t rends and widely different deaand-and-eupply 
a1tuat1one aot ed together. Even raw cotton followed the 
u rket pattern, under the 1ntluenoe of beayY buying 1n the 
gray goode aarket, in spite of a.n admittedly large current 
aupnl y (eetimated slightly higher by the Government crop es
tima t e whloh appeared Friday) and unfavorable export prospects. 

Price gains widely dietributed 

Spot prioes also advanced last week, with the index ot 
raw indus t rial materials 1.0 point hi gher and foods 2.1 
pointe higher. (See Chart 3.) The moet important advance& 
for the week were i n wheat , flaxseed, and lead, with wheat, 
hides, and wool et1ll the highest as compared with their 
Augua t lowe. 

The epot price of lead was raised to 5. 80 cents laat 
week in t wo 0. 15- cent advances, reaohlng the highest price 
eince Sept ember 1937. In spi te ot the prioe advance, the 
oreaeure of buying did not slacken, and Wexlcan lead stored 
in bond continued to be drawn on. During the tlrst nine 
montha ot 19UO, imports ot lead in p l ge and bare totalled 
131,000 t one, ot which 117,000 tons oame from llexlco. Net 
i mports trom llexico and elsewhere in thla per iod amounted 
to 26 per oent ot domestic deliveries, whereas previously 
1mpcrta had been relatively small. 

Bales of z1no advanced again to 19,000 tone in the 
week ended November 2, as compared with the high figure or 
11, 000 tone in tbe previous week. The Amerioan Zino Insti
tute report• that stocks ot zino at t he end of October had 

.. 
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declined S,365 tone to 22, 6o0 tone, the loweet aince 
December 1926. Shipmente declined in October ae compared 
with September, but sinoe untilled ordere increased to al
most double the level ot shipments, there ie evidently no 
reducti on in the pressure ot buying. Zinc production in
creased further in October to a daily average rate ot 
l,S20 tons from 1 , 771 in Sept ember as additional retorts 
came into operation. 

Commerci al loans rising 

An expansi on ot credit has accompanied the steady ad
vance in prioes ot rav industrial materials over t he past 
two months, as indicated by a rising volume ot commercial 
loans. (See Chart 4 . ) Loans by Nev York banks tor 
•co= eroial, industrial, and agricultural• purposes, have 
increased relatively less than loans ot outsi de banks, the 
latter having nov reached approxi matel y the peak ot 1937. 

\nule the $315,000,000 increase in commercial loans 
olnce the end ot August cannot be attributed entirely to 
the financing ot commodity purohnses, there seems little 
doubt that o substantial part of tbe loans have been tor 
that purpose. Raw mat erials are being bought in larger 
volume tor defense orders, tor new plant construction, and 
tor inventories. Purohe.sing agents report that buyers are 
covering their needu tor a longer period into t he future, 
and the Purchasing Agents Aesooiation advises this policy 
i n view ot possible price advanoee and delivery ditticulties. 

Record production in numerous industri es 

In retleotion ot the expanding rate of operati ons 
still prooeedin& 1n nuoeroue induetrieo, business activity 
aa measured by the New York Times index during the week 
ended November 2 showed a turther alight gain to a new 
hi gh einoe August 1937. (See Chart 5, upper section.) 

The s t eel i ndustry continues to be in the vanguard ot 
t he current high level of industrial aotiv1ty. The indus
try's opernt ing rate during the past week mnde a tract 
E:a1n t o reaoh 96.0 per oent of capacity (reter.~t ;ot~fi'ilr'' 
turning out the largest weekly t onnage 1n the n 
the induotry. The r a te this week 1a aoheduled at 
cent. 
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Trade sources report that steel bU71ng in the tiret 
week of November ebowed no elaokening from the extremely 
active pace set in the previous month. New orders received 
by the u. 8. Steel Corporation dUring the week ended 
Oct ober 31 amounted to 105 per cent or capacity ae compared 
with 106 per cent in the previous week. During the week 
ended November 4 t he Corporation produced steel a t a rate 
t raotionnlly above 100 per cent , thus passing theoretical 
capacity tor the first time since April 1929. 

The extent or the present boom in the steel industry 
became more apparent laet week when it vas revealed that 
steel i ngot production in October vas 5 per cent in exoeea 
ot the highest monthly total on record, and no leas than 

21.6 

9 per cant in excess or the beet month or 1929. Pig iron 
production in October also reached a new high record, although 
the number ot turnnoee in bl&at on November l totaled 195, 
only 2 more than on October l. llh1le there are 235 poten
t ially active turnaoes, eome ot these have not been operated 
in years, and the Iron Age reports that limited supplies or 
coke ;;w.y prevent much further increase in the number or rur
nacee in blast. 

Automobile production and salsa high 

The automobil e industry, which i n recent years bas been 
oonalll!l1ng more steel than any other industry, has shown an 
uninterrupted rise 1n producti on tor t he past thirteen weeks. 
(Rater to Oha.rt 5,) Ae a result or a further gain or 3,000 
unite during the past week, automobi le output reached the 
highest figure since the week ended July 3, 1937. Prelimi
nary data covering last month's operations indicate that 
the industry attained the best production and salea levela 
tor any October on record. However, it muat be remembered 
that an unuauallT early start vae made in new model produc
tion this tall, so that t oo much aign.itioanoe cannot be 
attached to t his eboV1ng. In view or t he unusually rapi d 
rise 1n volume production or new modal oars ainoe the change
over began laat August, a leveling ott in production ia 
probably about to ooour. This ia likelY to be tollowed a 
t ev weeks later by a gradual ourtailmetl or production as 
field etooke are built up and poor selling weather arrives. 
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Power output at re00rd 

In addition to the gains noted in the ateel a nd auto
mobile industries, further evidence of expanding business 
activity 18 to be found in the rising trend of eleotr1a 
power output. Refer ence to Chart 5 will disolase suooes
e1ve ba1ne in power output for the peat three weeks at the 
highest levels on record, The lateat f i gure reported, whiah 
covers the wRek ended November 2, &lready s t ands ~ per cent 
Rbove the seasonal peak reached last December. on the 
b•e i s or normal seasonal trends further exoaneion in elec
tria power output may be expected between now and the 
latter part of December. 

In view or the record activity in the eteel , electric 
llch t and power, and other i mportant coal ooneull.ing indus
tries , i t is somewhat anomalous at firs t glance to f ind a 
noticeabl e dropping off in bituminous coal production in 
Oc tober. (Refer t o Cha.rt 5.) The decline eat in ae a re
sult or devel opments connec ted with establ ishment of mini
mum priaea tor bituminous coal effective October l. Prior 
to that date, numerous consumers had been building up 
otocke in an tici pation or higher priaeB. Ae a result, 
stocks in the hands of industrial consumers on October l 
we:re 12,000 , 000 tons (or W per cent) above the same date 
i n 1939. In addition to the r eaction whi ch has occurred 
due t o t he advance building up of stocks, it has been re
nor t ed tha t some independent producers or lower grade 
eoRls .,.er e f orced to curtail or suspend operations as a 
resul t or the new minimum prices. 

Lumber orders tar exceed production 

Lumber oroduet1on has not yet r es ponded to toe heavy 
volume of def enee orders, "hich i n recent months have far 
exceeded the producti on level. (See Chart 6.) The normal 
slo~nesa or the induetry in expanding production is appar
ently r eeponsible. I t will be noted t~ t in previous years 
several months have usually elapsed before product ion has 
reflecte~ an increased level of new orders, and comments 
f rom the i ndustry suggest tha t this beh8v1or ia oharaeter-
1at1c. Trade reports say that sawmills commonly aarry 
light stocks of manufactured lumber, and that these were 
drawn very low when the defense program began placing orders 
f or large quantities. 
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Judging by evidence from the induatry, it .ia probable 
that lUilber producers have the oapaoity to increau produc
tion ccnsiderably turther. The Lumber Survey Committee of 
the Department of Commerce, in i t a quarterly report dated 
August .26, 1940, estimated that the present saw mill capac
itY 1s adequate to increase t he output of softwoods by 
4o per oent and ot hardwoods by 50 per cent, and t hat avail 
able t;U.ber reeouroee atford no limitation on th1e eetimate. 
Pro111 the point of new ot lWiber needs for defenae purpoeee, 
the availability ot softwoods ie the more important. 

The inoreaee in the price of lumber and other building 
materials i n 194o, a s stocks deol1ned, is shown on Chart t• 
The price of lumber ae meaaured by the lumber component o 
the SLS price index (1926 = 100) advanced eharply in 
September, while building material prices as a group were 
also somewhat higher. (Refer to Ohartsl, upper aect1on. ) 
Preliminary data for the month of Octo r indicate that 
building material prices again roe a , largely because ot an 
1noreaee in lumber prices, which increased 2 per cent in. the 
week ended October 26 and 1.4 per cent in the week ended 
November 2. 

218 

From the point of view of coa t, it is aignlfioant that 
the Quartermaeter Oorpe hae raieed ita estimate ot the coat 
ot housing a soldier in cantonments to $450, from the $4oo 
f igure estimated last spring. Although thie eetlaate in
eludes all iteu required for ehelter , the inoreaee repre
aen te in considerable degree an advance in the ooat of lumber. 
Preas reports intimate that unlaaa the FHA oonaenta to in
crease i t a valuations ot residences because of the 1ncreaaed 
coat ot materials, some prospective purchasers of new homea 
lllBY be deterred from buying. 

Jew order• at record high 

Our index of new ordere reached a new high tor the nek 
ended November 2, largely beoaul8 of a striUng increaae in 
orders for woolens which carried the textile component aleo 
to a new high. (Bee Chart !!. ) The steel component and the 
total excluding ateel and textiles were little changed from 
the previous week'• reviaed figures. 
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Although cotton goods orders ware tractionnlly lower 
tor the week ended November 2, market news indicates an out
standing increase last week, whioh carried the estimated 
volume ot orders tor print cloth and related items to 225 
per cent of current production. The alrendy large backlog 
ot untilled orders, including both defense nnd civilian re
quirements, was thus increased further. Sales in the last 
2. hours on Thursday totalled 10 m1ll1on yards, a figure 
>mich would have been exceeded except that facilities or 
even the largest commission houses were unable t o keep pace. 
Sales on Friday totnlled 30 million yards, tth1le prices ot 
most t nbrics ros s to the highest level in 12 months. Even 
as early ae last Monday, however, the de~:~and was such that 
~:~ills 11ere doing everything they could to diacourase long
tero co~tmente. 

Tr ade sources reported last week t hat orders tor woolens 
by civilians are being refused because of the inability or 
mills t o promise delivery on dates eatisfaotory to t he pur
chasers. •teanwhile the War Department has announced that 
in the future Government contracts Will no longer be l1m1ted 
to domestic wool alone, thus alleviating a seri ous diffi
culty lrhioh has been frequently mentioned. As a consequence, 
t he ~<oolen trade expects one of the heaviest import move
menta on record in the next 6 months. 

l'leekly business indexes 

Largely ae a result or a sharp oontra-seaaonal rise in 
electric power out put, t he !lev York Times index ot business 
activity during the week ended November 2 advanced slightly 
to a new high tor t he current rise. Ae a result the i ndex 
stood at 109. 7 as compared with 109. 4 (revised) in t he pre
vious week. 

Other factors contributing to the riae were a oontra
seaoonal advance in steel ingot production and a more than 
seasonal i ncrease in cotton mill activity. ~iiacellaneous 
freight oar loadings ohowed less than t he usual s~asonal 
decline. 

The principal offsetting factor was nno t her sharp de
cline in t he adJusted index of automobile production despite 
a further rise in actual output. However, the adJusted 
indexes ot lumber production and 1all other• oarload1ngs 
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alao ahoved rather a1uabla dovnturna aa a reaul.t ot greater 
than seasonal deoreaeea 1n aot1T1ty. 

Barron' a 1ndex ot bua1neaa aot1v1ty t or the week ended 
November 2 lagged behind the T1mu 1ndex al1gbtly and ae a 
result deol1ned to llS.S trom 118.9 1n the prev1oua week. 
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,...,. .......... 12, lMO 

PIOOW llr. Ooohl'aa CONFIDENTIAL 
bcit~orod ot ... 1111C baaNctsou of t.he roporUoc 'bull:o wro aa follonl 

Sold ~o oo..trolal ooDOorao •••.••• ••• .• . ••••• ~ee,ooo 
Pu.robaiN tl'Oa o-ro1&1 eo...,.rae •....... .•. 1.44,000 

'111t 1o4oral :&toone Jlaak of ... Tort ool4 UO,OOO 1A "Clo~ond otorUJIC 
t o a oo .. ropor~iiiC 'baalt. 

()poD .arto~ O~trliiiC n.I.Md at 4,03,.'J/4 utU loto 1A \be at\onooa. U 
cloood at 4,()4, 1'.-.-tl.oDO of t.he roportl.oc -...to wro aa follooo1 

Sold ~o cooooorolal ooDOorao ••••••••..•••••••• ~.ooo 
Pu.roba.a•4 fro. c~re1al e-o.-ru •........ ··' &, ()(X) 

II> a Yt1'7 dull .... tot, \lit Swioo fraao oaaod oll&bU¥, eloo1ftc a~ .a'JaO. 
Sat~'• !hal rate ., .. . a:aaJ.-l/2. 

t'ht .lrpn\1Ao frto pooo conUD1ltd ~o aon \lptal'd, oloo1DC at • 23'10. A woot 
ICO, that 0\ll'rtDO¥ .... quoted at • 2336. 

'111o Cubu pooo llu obolnl a fi.J'Io toa4oDO¥ of loto. At ccapU"od with lot~ 
• ook1o proYailiJIC 41ocoaat ot 9-l/~. to~'• quototioa • aa 8-1/~ 

Oloo1oc quot&Uou tor, tho o\llor cvruc1oo wro ao !ollooo1 

Cea•'S•o doll&P 1~ 41acoaat 
8oro41oh tro- • 2'J86 
la1- .4006 
Lira . 0605 
Jraa u 1aa ailro 1o ( trot) • 0605 
lleltiooiD pooo • 20'10 

'l'horo .,..,. ao parabaeto or &alto of pl4 offoo\o4 If' u t~. 

8aY1oc rocoin4 t.he !'roanl7'• au\llor1~ UD4tr llo~h \llo ~14 laoono Aot u4 
J:ucuun Or4or Io. uat u --4. t» roural boom - of .... Tort tffootof. 
t ho foll..,1J1C traaofor of pl4 1a Uo ~to t~l 

$2,963,000 fr• L 1, 1• 1100"""' Io. 2 to tho accouat of tho Ctatral ~ 
of u.. .upaU• .. polll1•· aol4 1A J,l.l . ... ......,, Io. 2 

-·· t»Ll,l. 
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1ccor41oc to cabloo reoe1 .. 4 fro. tbe ~ 1 s tbe at 
repruoott paM of ao ........,....,, bon~;~ BaUo~"::l:;-4 t....,...Uoa 
1rrottno Coatral llaak, la Wll1ch tbe ~. 1.8, actod ao lotonocl~ u4 tbe 
4ocldo4 to DOp paM Of ito M\allio 1'000 .... b ... DOO .Uroo \bO' BaYbc 

aokod tho B.!. S. to ottoe t tbh tranot or lo pretoruco to 1 • lluap.rlu llaak f 
coot and rhlt ot ohlpploc cold to .tree nUDa. '!be :a 1 9 """"'!"' tho do lAir • 
Central knlc to •xoha.oco gold 1D - Tor lt tor COld l .. :a.:.:•- wltb tbo ArcoaUno 
h bolnc oarurnd with tho .t.rco,.uoo Oolltral llaolt 10 tho ,.:.!1

';
0;h t"; ~;tor 

h tho proport7 ot tho JaUooal .Jl&Dlt ot B"-JY. 0 0 
• • • u4 

!'be J'odoral Reoo .... llaolt ot lin J orlc reported tllat tho tollowloc gol4 ohl-oh 
had boon conolcoo4 to l t l 

$50,000 ,000 troa Caoa4a , ohlppod b:r tho llaolt ot c.-, to bo oo.rao.rkad tor aecowot 
ot Blo ~ltaooic MaJ•otT'o GOTOr,...ot. 

1? ,082,000 troa Cuada, roprooontlog two ohl-lltt b:r tbo :Baak ot Caoacla t or 
accowat ot tho GonrDMot ot Caoacla, tor oalo to t ho u.s . ...... Ottico 
at l ow Torte. 

3 ,229,000 froa Por \Qgal, oh1ppod b:r tbo .ll&Dlt ot l'ortuc~~l tor ltt owo aecowot 
dlopooltloo ~ ' 

518, 000 t roa locland, ohlppe4 b:r tho Ba.alt ot lnglaod, tor aecov..ot of tho 
laUooal .ll&Dlt ot tbo I1og4oa of Tucool.,.la, dhpoo!Uoo unltoowo. 
(Staller ohl-oto lo tho paot t.a ... booo , ..,....nd upoo arrlYal. ) 

$?0,829 ,000 !otal 

Tho report fro• t ho J'o4oral Rooorn BoAic ot How Torlt llotlng dopoo lto tor 
tho account ot .lola ao reported b:r tho Now Torlc agonclo o of J apano oo banlto en 
November 6, ohowod that ouch 4opoo1to tct alod $98,?63,000, aD lncr oaoo ot $1,006 ,000 
olnee tho lao\ report •• of October 30. !nc1u4o4 lo thlo total woro $36, 249, 000 
lo doocoltt with tho Toko- Speclo BoAic, llow Torlt1 ado b:r lta brancboo ill China, 
tllghtl7 hl&bor than tho t1curo of October 30, aocl ' 6l,Ul ,OOO ill dopooltt aa4o b;r 
Ja""""' banlco ill Japan u4 ll&neburla, up $1, 530,000. In acl<IIUoll to tho laot
otntloood lncreaao, billa bold b;r Toltohaao1a Now York acon07 tor J.olo.Uc aecowot 
rose $2, ?51 , 000. J.galnot tbe11 now dollar UabiUUoo, tho low York aco•CT reported 
that Ito lcaoa to J a paneoo baalca 1o Japan and "'-"ch1lrla lncro01od b:r $3,6?1,000 
to $32,433 ,000 during tho waalt ondod Jo ... abor 6. 

!he cold prlco rocol'"d froa l!oabq todq w01 oquha1ont to $33.80, oft 11 
!ro~ tha quotaUoll ot lonabor 9. J.ocording to cablo a4Yico ro .. t ... d froa --, 
• fair OX]>Ort 4ou.n4 wao lo n14onco 101t woolt, 4oaplto a ~ illcrouo ill war rht 
looW"anco rat01 . !bo !!oabeT oUnr prlco w01 oqulYalont to 43.8C¥, a coin ot 3/81 
Iince No•••.,.r 9. 

In London, tho ape~ aDd forward ollYOr prlcoo waro both fl%o4 a~ '1>-3/8d, aach 
thow!ng a COlll of 1/1M fr001 loet J'rldaT' o quotation. 'l'ho dollar oqu!Yalont of 
23-3/84 h 43.44;. 

Han4T and &ar.all'• aot\loaont prlco for forol(n all•or wo.o uochaoco4 at 34-3/~. 
!be !roaoury ' 1 :purchuo price tor foro leo a ll'"r WOI alt o uocllaocod at 3!¥· 

to ado oil< )Oli"ChaoOI of allnr ~o~allng 390,000 oucoo uclor tbo Sllnr l'urchOio 
4et, all of which conolatool ot ,... proclucUoa fl'oa forotco cout rloo, f or forward 

t.u .. ..,. CONFIDENTI/ICC~j 

• • 
• 
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TREASURY DEPARTMENT 

INTER OFI'lCa COhlhiUNICAT10N 

TO Secretory Morconthau 

l ilt ON llr. Cochran STRICTLY CONFI DENT IAL 
•,;0 roooivod trom tho Federal Reserve lll\nk ot l!ow York the tollorlng ln!orma

tlon rogardln& t ho tranaactlono lloted on t he att&ehed otate~onto ln Oer=an aceount o 

oalntalnad at: 
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Chaoo kUoa.ol lloU: $ 55.700 
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Deb1\e4 

RooichabeJ>It, Berlia •uoJSal CU7 BaDlt, $250, 000 
I.T. , b7 or4ar fd 
Mae Ia\ioul llaJII<. 
lianch 

AooOQB\ Debited Pa14 !o 

llloichebuk, Berlia Tolmhua Ss>-o1e luk, 
L\4,. I. T. , 1a f u or oil 
To-~1•.., 
L\4., '&ldo, by or&.r 
aDd tor ace"""\ oil \loo 
l!a1ehabeJ>It, JerU• 

• 
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TREASURY DEPARTMIENT . . 

• 
MTS hT•MI' 12, 1,-o 

Mr. Oochra11 STRICTLY CONFIDENTIAL 
Yo reoo1.,.4 !rOll tho lo<l.orlll B.ooorn JaJIIt of low York tho !ollow1DC l.ll!or.a

t!Oil repr41D& the tra~~II&OUOIII lhto<l. 011 tho attaobl4 etat•oato 111 Itlll1aa 010c0W1h 
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..... ' .!10,000 ._ c-roaa 
!Wlt••, W. T. 
:r.... ..... _, ~ 
.,_ c-rel&l.e 
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Jatioaal Ci\7 B&Dko 
r.r .• \7 Ol'cWr .~ 
._ 44 AMr1ca ., 
4 ' 1\&Ua, ._ 

...__, 
DebUo4 

$5'3.9!7.32 

,,000 

78 .7118 

J.eco=t DebHo4 

,._ c-rel.al.e 
Ual1e•, a.T. 

.... 44-'-'1• 
o\ 4 1Itall&, a-

Jez>oa o-eroialo 
I~l.ua. J.r. 

Pa14 'fo 
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Cloue I&Uo-.1 llaU, I• _,., .... 
c oialto ltelf-· 

~--' 
., ..... 

c ~~- I""-• 
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.&ooount Ore41 ted. Reoet .. a :rr oa 

Oot. 26 $ 75,000 

Oot. 21 

.... 1 150,000 

..... ! 110,000 

.... 6 25.000 

.... 7 50,000 

21,200 

• 

P&14 !'o 

- co-or oialo Clwck "' or4.er of 
It.a.li&D&, Rew York Mamzfacilllaft?e !'ra.e\ 0.., 

W.T. 

llaDoo d.1 llolpoU 

!'rut eo •• -
Yol'l< 

I 

1- c-rotal.e CbNJJ:" ort.r et 
Itallua, - Yorll: •uollal Cl\7 IMir. •• ,., 

I I 

• CMcJJ: to ort.J' f/1 
o...ruv '""' a.. , •· T. 

CNd.ito Ito"••, CMciJ: to ......... f/1 
- Torll: Il'rillll ~ C. . , • · T. 

for _, of ON&lte 
It:elte•, W.t. 

Cret1to I toll-, .tiOJial Clt,r Walt, 
ao- •.r., t or _, f/1 

CN41to 1'._11_, •• T, 

• 

• 

·~ 
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TilE AI)VlSORY C:OMMISSIOII TO THE COUNCIL Of HATIOIW. DEFEMSE 
P'EORIU.I... ~VK IIUit.DINCI 

w ..... -.o. c. 

VoTe.bor 8, 1940 

De•r U.ra . 1Clot1 t 

Herewith 20 additional eopitt ot tho 

cvrr•nt llat ot bustnea~en aaaoc1ate4 with the 

DofOIUO C.,_iuion, in koopin& with yow' r oquott 

or NoTembor 6th. 

Sincerely, 

• 

239 

~~vc~ 
Asaiatant Seoretary 

~~. !1. s . Kloh 
Ottioo ot tho Soorotary 
Troatury Do~nt 

\ 
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In roplT rater to 
Do S40.5l~OIOD Credito/865 

llo• • bor 12, 1940 

Y.y dtlll' Mr. Secr etary: 

I cncloae tor your cono1der~t 1on and 1ntor•at i on a copy or a 

note dnte November 6 , 191:<> f r om tho Rlwulian Oharte d ' Ai'f aire1 

with r<t ard t o the reloaoe of $25 ,070 for "oalariaa and expenoeo 

or the YlU'loue Roz4'U'li e.n Le6-at1ons and contular o!!lcet." 

~· Oharc;:e d •A!tairea alto r ef era to f our prnloua appl lcatlon• 

~o~ licenao to pq t roa t he a ccount of tho lat1onal. !&Ilk or Su&ani.a 

cert.alo ~~ to the ~R.I1 Le,:atlon in Toq o aDd t o • • ber t o! 

tho Le;ootlon' • otaff. It eypoara t hat th111 enpllcet iona han been 

In view or t he l imited amount • i nvolved, I eucgeat that favorable 

conalder&tion be given to the r el oaae ot t ho amount • apee1f 1ed In the 

note In . uoatlon f rom t he !woanian Lc"'tlon. 

Sinc~rely youra, 

::ncloa·,J,J"e: 
?roc Ru=anian Legat i on, 
Uov~bor 6, 194o. 

~he Honorabl e 

?or t he Secrot&r7 ot St,ate: 

(Signed) A.A. !er l o, Jr. 

Adolt l . Berlo , Jr . 
Au1tt""t Secr ct&r'J' 

Donry Mor genthau, Jr . , 
Secret ary of the r reaourr. 

243 
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Sl.r: 

Sinco t ho r equests I hod the boner to preoont to 10U in behalf ot 

~ Oo•ornment , on Ootobar 19, 1940, our No. 3631, haYo not ;yet been 

dooidod, I haYt tho honor to rotor to ~oint (d) thereof , eol1inc 

attention t o tho fo11cviDCI 

Pendint conoldoratlon of the Roaanlan Oonrnaont • ~ requeot to han 

tho - of $95, 000 aonthl7 froecl. fl'OII t ho !undo the llaUonol llaJIIt ot 

P.oJW>ia hao on dopoolt wit h t he Cbuo llatlonol llaJIIt of llov To.rk, tho 

1attor, throuch the ~adoral ReoorYo !oAk, fi1od vith ~be !Teatur7 

JO?art~ont on October 29 , (!o. 15173) , an opp1i et.tion for a 1leenao 

t o P&1 froa the aald account the amoUDt of $25 ,070 .00 for 1 aolarleo 

and exponooo ot tho Y&ricua R=anlan Legatlona Md contular ortlcoa.' 

At thh amount ropreaonta urgontl;y needed travollnc o>Q>onaoa of 

roeollod offloora of Yariouo Romanian LosaUono and aalarlu for tho 

wonth ot October , f or vhleh no other a eana of payment oxiot, I · 

han tho honor to aalo: ;you to be cood onoQ&b to intercede vl th tho 

~eatur7 Dopartaont in ordor t hat tho aa.l4 po\IDt aq bo frood in 

tho ahoruot poaal blo t lloe. Conaldorlll& t hat tho Eetlonol :Bank of 

l!o:aania vill draw ehecl<o to Yarloua Logatlono and Conoulatoo, up to 

tho aald aaount, 1 t will be noc .. aar;v that tb.a llconao bo lrrnocoblo 

for a ~orlod of a t 1aoot olxt7 4&7•· 

Regraded Uclassified
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'l'ho .,. td $25 ,070 lo 41Tido4 , •• foUowoa 

1, 9uao reprooentillg tranU:oc t:lpnooo td 
of t he Roa&Diaa Dlp1oaat1c SorTico: tranoferred a .. boro 

Lecatlon 1D Llabon •••••••••••••••• $l 500 Lecatlon in Moacow • ••••••••....•• • •350 Legation ln Mexico, • •• . ..••...••.• 2,000 
Legation in Rio do Jaao1ro 6oo 
Legation ln !uenoe Alree •• :::::::: 2,350 

P. , SUmo repreoonti"8 oalarieo of ,...,ber1 of v 1 l!o 
mlstion~ , which heretofore have ber~ paid ln 401la::,ou• mantan 

Legation i .n »uenoo !ireo •.•••• . •.• tl ,SOO 
Leaatlon l .n ~-:oaeov, •..... .. • •...•• 4,900 
Le«atlon 1n Mexico •.•• • •••• . •••••• 1,4oo 
Legation in Re1o1Dk1, •••••••••••• , 900 
Legat ion in Rio de J&nelro • ••••••• 2,~ 
Legati on in !eberan.. ....... ...... soo 
Lo3atlon in Wa&bin£ton. ........... 500 
Coc.ulate in Kontreal ••• ..• • •••••• 1,300 

3. Su:u reproaonti"8 partial oalarlu ot ••bon of tho 
at atfo ot tho following Lega tion• aad Conllllatooa 

Legation in Ankara • •• ••.•• • .••.••• $ 650 
Legntion in Athena.... . .... .. ..... 750 
Lee;ation l_n Belgrad • •..•. • • , •. , •. , 1,000 
Lecatlon in Llabon. . ..... . ........ 350 
Legation 1n Madr1d................ 550 
Oonoulate in Ianina (Greeo•j•••• •• 150 
Consulate, Istanbul (TurkoT .. .. .. 250 
Con1ulate, Piraen1, (Greece •• • •• • 150 
Conoulate, Solonika (Greoco)...... 150 
Consulate, &mplJe (Tugoolarla) .. , 120 
Romaniaa Dam>.be Co:mloolon 1D 

!elg.ad... . . . . . . . . . . . . . . . . . . . . . 150 

Tho aalariu abon .,,t be paid 1D doUar o becauoo do14ro 
roprooant tho olllJ' •ean• vberob7 tho pq ou Ill!¥ aake forolsn 
pureh.\ooo , which oro 1ndioponaablo to th•. 

Prior to roquoetlJIC tbe 11111 of $25,070, tho Chaoo Vationel Eonk, 

on October 18, 24 and 26, tiled four opp1icat1ono tor 1iconoo to P&T 

fro,. tho account ot tho llati911Bl :Bank of Romani• tbo uounto of 

$1,7J8,J7, •159, 92, $1 ,894,07 , Tone 1,997.09 t o tho Roll&llian Leg,.tion 

245 
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111 tokio &114 to aab.ro td the oa14 l.epUoa, 

!bio reC~U~ tt haYia& aot hoOD qpt"OYed, tho p ...... , Loaattoa 

aakod , 011 October 31 , 1~, (lo, 37SJ) , for a roeoDo1dorat1oa, ezpl~1a-

1ng that tho toid ""'' repreoeat IIZ'CODtl.T 1111414 tolarioo aad 11ff1co 

cxpc11o01 for the 1110nth td October 191fo ot tho ....,1., L14:at1on aad 

tho M111t61'7 Attacbo in Tokio, for vh1cb, becauto 11f tho late date, 

no arro.ncuo.a.t 1 ~ be -.de tor p.&~act fr• othu aource1 • 

( Soo ll>c1oouro) , 

appl1catlo111 ban reca1Ted ureful coaetderattca aad U heo bom 

round t hat t ho t!PI'ro<ral. thereof vould aot bo 111 aceordaaeo YUh tho 

pol1QT of t ho Traa11U17 Dopart~:~e11t in ada1n1ohriJ>c kocutho Order 

l!o , 8389 td .q,ru 10, 1~, •• llllloa4od,' 

In rlov ot tho urco11C7 of thooe aattoro, YO aov roquoot tho ldDd 

1ntor .. nt1on ot your Department vHh tho 'lroaaury Dopartaont 1a aa 

ondoaTOr to haYo thooo pa7ROnto approYod, 

Accept , Sir, tho re....,ad auurancot 11f ay ~oot cone14erat1on. 

Tho l!onorable Cor4~1 llllll., 

S.orotary td State • 

.. ·- • Regraded Uclassified



CCI'f • 

llo. 370/P- }-II-}a 

!ho ~nor able, October 31 , 19lio. 

Slrl 

Tho Socretar,r of tho Treatur7, 
Waohin«ton, D. c. 

Athntlon nt l(r, Pohle. 

Tho Ohaoo llatlonal l!uk, throueh tho J'edor&l llooer ... lloJ>k f lled 
tho follovlna ~pllcatlono for llconoo to PIT out of tho acco,;,t nt 
tho llatlon&l Bull: of llo..,la, tho .,.. ohovn bo1ova 

1, lio, 14728 , dated Octo bar 18, 194o, to 
Co1onal lla4uloocu lllco1ao , lloaantan 11111-
tar,r Attache 1n T~o, $1,7}8,}7; 

2. lro. 14739, dated Oot obar 18, 194o, to 
Colonal lla4uloocu lll colao, lloau.lan 11111-
t ary Attache 1n To~o , $159.92: 

J , llo. 14953, dated October 24, 194o, to 
o. Pe.ratchiTeacu , .Ro.aanlan Xiniettr, &D4 
II, 1loD4er , Secretary of Legation, la 
!o~, $1 ,694,07: 

4, llo, 15077, dated October 26, 194o, 
llo:val Logatlon of RoliUillla ln To~o , ron 
1.997·09· 

Tho Ohaoo llstlon&l Eont loforaa at that t ho r oquo ated llconcoo 
ver o not approYed and I , therefore , btc to a ok 70u to be good enough 
to roconolder t hio refuo&l for the fo11ovlz.c roaoonol 

'fha &boft .,., repreaent t..edlatal7 , .. dod oalarioo and offl co 
oxoonooo for tho aonth of October 194o ·or .,... L-tlon and tho Killtar,r 
Attach& lA To~o. Beca.,.o of tho late data no &rr&JIC•onto call be 
llado for t ho p&J'&tnt of theao ..,., froa other oourcto and , therefore, 
I vould croatq approci !lto i t 1f the nocoooarT llc111ooo would be 
s:r"" lad • 

Accept , Sir, tho renewed aoouranoaa of ~ h1ehoot cono1deratlon. 

Brutue Coat• , 
Romanian Charco d 1Affalroo 
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24.8 
just I:Yiss Chauncey says that this should 

···~put in the diary without HY Jr seeing 

it as it is obvious that the reports should 

be discontinued since the V.T. Act has been 

suspended • 

' .• ,. 

' .... 
. , 
.. . 

• 
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tT1P1CA 
CM 

TREASURY DEPARTMENT 
WASHINGTOH 

Nov <llobor 12. 1940, 

REPOR'r FOR SECR!URY ll<l!GE!I'DUIJ 1 

lD re,ard to ololi.ng agre&mrt:e w dtr tht V1o.aon- ! r.:aell 

Aot . t nere wore no dnelopaenta dl.lrin.& the nek. 

lD Tit• ot the .u~neion of the V1ueon-tremaell Act .:o~ or 

tho Wll U:elU.ood ot t\lrther tronoaotiona in oloal.~~& "l;rt•euta, 

lt yOil approve it i a pr~poaed thet thla weekly report be clio-

coDtin~«< . 
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All Uolllaod lht ot exc~:auco total111C $6, 086, 178 

baa 110w boon tunuahod 117 tho hahallp Control Co11Dioo1oo. 

whioh 1t otatoa h ond to aOYill\7-011a t1nu 1n tho 1JZI1tod 

Statu tor coodo aold to collp&lliu i n ChUa. r.,o C-o-

11011 roporta that \btl total amow~t ot oxahallp o" d h all 

ooncoru in tbtl 11111\od Statoo tor •rohandioo to f8,500,000, 

!be dittoreJICo bot- the two .....,to •nHonocl repro

oonto .-11 acc01111ta ond to allov.t tin huclrod exportero 

houaoo in Chilo contribu .. cl into,...Uon tor tho coapUa-

Uo11 ot tho UoiiiJ.aod Hot, the Control Collllhtion ha•1nc 

a.C.d \boa to report tbtl D&mOI ot United statoo oxportoro 

to who,. aoniu nro encl. and tho ...,...,to ot exohanp that 

ba4 boon aVPliocl tor but not 7•t crantod. 

~'be ._,, ot $2, 413,822 doolarod to be owed to Unitocl 

Statoo oxportoro waa arr1Ytcl at 117 tbo hohaiiCO Coaadooioo 

07 tho S'Q.btracUon ot tho total ot tho 1Um u c1 Hot 

( that b, $6 , 086,178) trolll $8,b00, 000, .oh1cb tl.,(uro 

llppMro to be tba total ot all dollar osohaiiCO for .micb 

appl1oattona ba .. boon roooind, but tor .micob exohanp 

baa not boon crantocl, to p&7 tor cooclt tro• tho llllitod 

Statoa , !ba $8 , 500, 000 ahollld aooord1D&l7 be cODaidorocl .. 
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aa Nl all-1Dcl,..1Ye ftpn, 1a •1•• ct \be -r 1a *1& 

\be 1ator.a\1oa baa bo .. oa.ptlocl b7 \bt Coatrol Oaoodaa1oa, 

pre-b~ beoav.ae ih reoor4a 4o Do\ palMII.t tbt prepara

Uoa of da\& ahowtQC actual ............. It &Uhhua "re to 

oa pro.1da4 iD \hl.a total _,, 1\ h belhn4 \bt\ 

uohaap cOYer for All epplioeUoaa paa41ac a\ thia u .. 

t or ~ah for .l.-riO&D •rol~N4l.eo oODlcl be pr«14a4 b7 

the Zrab•QC& Coatrol Ca.adae1oa. 

-tur•cl Nlcl cnrr.,.;~ •turt.QC bllh for 111pona &Del 

f or 11hicb uc~ baa beep Nlf<WaUcl. !he fl~~>N of 

$8,000,000 moattcaecl b7 tho lzobaG«& Ooatrol Oa.odaa10D 

1D0111daa \hla float, which h uaotf1c1all7 bv.t roUabl7 

eat10&tecl to total from .1,000,000 to $2,000,000. 

It \hl.a ....,, b cte<IDcted, U &ppa&re that troa 

•6,000,000 \o f'l ,000,000 wODlcl ba the aocaal _, of 

dollar exch&QCe arreara . !he llepvtMAt &D4 tbt Jnon

l~on llak -., wi* to coaal<lar \be Cfa&lti ac of 8llcbaQCe 

aaalataaco OD \hl.a baala. 

!l!ho J:rohPD&'O Coatrol Co~aaloa at&tea that 1t h 

DOt &lll o \o bl'Mll: 4owa \he ..,., ct $8, oOO,OOO aocord.-

1QC to (1) coocle a tho GD111ltf7 tor m i cb =·!:e=p llaoo 

been llpl>l1e4 for ln>t ut T&t Cf&IOUd, (2) pocla hal4 1a 

ouatoaa tor which ozobeaCO baa boeD &ppl i ocl tor , (a) 

pocla ill tr&Dait &D4/ or 011 orcter tor 111liob ezobaDCO llaoo 

Mea 
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liMa eppliM tor. .&her 41.-.otac tbio -•U• with 

l ..UIIC illpor\oro, ~ eo-roial .&'~ 11oU wa1 ~' 

the ta,OOO,OOO -r llo l>rololll 400111 llpprul•'•l7 &a 

tollcnro, ill \ be ~ric&l ordar •11Ueaod ill ~ proeoa.. 

iiiC .. .,, ... e• : (ll $1i,ooo,ooo, <a> $a,t>OO,ooo, ..,, 
(3) $1 , 000 ,000. 

Ot ~be $5 ,000 , 000 tor cooda &lraaq 1a ~ couac17 

but 11ot :r-t paid t or, the tollO'rlllC 8Ce01111h tor t~ 

•Jor parU 

St&lld&rd Oil Co~~pA~~T ot ••• 
JarWT 

ql-ld.cu Petroleua, law t orll: 

J.&ltOIU' Cllltbrio , row torll: (tor 
coaor.l .. rcb&ll41.oo) 

Ia\araa\io..al 8\&lldard. ~aetrie 
eo.p_. 

r ord IIDter c~ 

$630,000 

$250,000 

$400,000 

$160 , 500 

..uo,ooo 

IacoraaU OIIAl llarYoo\ar CorporaUoa $163, 400 

$108,000 

G...,o aad Co...- (tor peor&l 
•rcb&lldioa) t100, 000 

llouol Dural (tor COD•r&l prodDOh) teo<>, OOO 

UD1\o4 Statoo ~bor 

f348,000 

'88,800 

' 35, 600 

Goodrlob 
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'0'111\et St&ho 8\Ml 
Oorpor&UOil 

Jlethlollh 

• 30,100 

• .,,800 

f223,400 

$128,000 

~ laot two tirmo mentioDo4 owe tbo oaoaDto opoe1fio4 

to b&llko ill Chilo lhich ban ~De4 tho oorreopo~>41Dc 

4oll&r •-rc1al ore4Uo ill low Tori< oa 'Hbalt of the 

1D lhich ·~ oODtrol b&o tv.DoU- 1D tho p&ot 

o01111aole the -iool>ili\7 of 1Dclwi1D« 1D oa:r &rl'&"'«••Dt 

tor ""~ roliat oo• prortoioD tor pronDUD« tbt 

&OCN.a>l&UOD of DOW &rre&r0 0 ODDh &I b7 11111\1111« tb 

i iiU&IIOO Of ~M liOODIOO for po4o tb -.:c,._ta 'falU 

ot •bich ill oa:r tbroe--th perio4 or otur COII'ftDioDt 

perio4 woul4 Dot ucee4 the ucballce roooiph tor tbt 

- P".rio4 ae o•aorYatin:~¥ ooU•tot. .Ur ail report 

toll on. 
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,.0,. Mr, Ooohru 

TREASURY DEPARTMENT 

INTO OI"PPCK COioOftnoc:ATION 

CONJ=;IDENTIAL 
B.othhr.t otorltq ,...,.oaouoaa ot tilt nporu111 \uka .,.,.. .,. tou..,.

1 

lol4 to o-.l.al ooaooru ~ ,ooo 
J'vchat-' troa -rolal OOMOl'lll .t)l 

0
0()0 

Open ll&!'ht ohrltq-. twe'-' at ll.olr ~"' \U ._,, trau.tloao ot 
llt raporttq ~wen ao toUonr 

loU to o-rol.al oonoorao .r,,ooo 
Pvchaa.t troa -rolal OOUil'lll t)oOOO 

OUaa p .. o oonttau4 to illpi'OTOo ~·• 41oooat-. &-1/81>, ao ~ot 
7tlhr4q, 

!bore woo ao a:wroola'blo aoT•at 1ll tho other ovrODOloo, !110 olooi.DC 
iona were ae follow•• 

001104iea 4ol1ar 
llvloo r.....o 
llv.tloll ...._ 
2ololl0Ml'l< 
Llra 
ArcoaUao ~oo ( troo) 
llradllaa al.lrolo ( troo) 
lloldoaa pooo 

Vo f50,162,000 1.a pl4 troa tho ot.r'IIOI'kod _, ot 111o :arltaaalo 
I Oo•ei"DD\• 

!be ~adoral :aoooi'To :laak ot • .., Torlt raliUM •Jlro·OOO la pl4 troa tho ....
aocouat ot \lao :laak ot PI•' .., !b.lo pl4 wao eoU Uroot17 h \U IJ, I. 

Ottloo at • .., Torlt, llaoo tho 11aro oro aot la a ooMlU• aooop\Mlo tor 
1141' ... 11 -·t, tilt .u- Ottloo lahau to ..0 tlall ~t tor \lao plt 

d.qo lloaoo. 

!be ~adoral 2oooi'TI :1aak ot • .., Torlt craatM tho Ooatral IMk ot :11 lalY04or 
lllro .. aoa\ll loea of .25.000 ,_.-1 rtq, ooUl"C aol&o ao oollatoral f28,712 la 

troa tho lalY04or ... 'Mill<'• ....-rlto( ao-t. tko total ot wolll-•..., 
Olto,tu,4hoc •oah to .,ft,OQO, -"-, t91J,7n la col'· 

!bora woro DO aow pl4 =pc••b ~rtet t o u tatq. 
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!ho report of llonaber 6, roce1n4 froa tllo J'o4oral boorn BaDlt of 11.., Torlt 
ci• IIIC rort!CI' o>«olw>co poo!Uono of b&Dko &D4 baDltoro ill !h d.!otr!ct , renolo4 
that the to tal poo!t1o11 of ol1 countrloo vao ohort tho O<lUi'roleDt of $lz ~72 000 
• dt<rt&OO of $14<>,000 1D the ohort poo!t!oD. 'l'ho Dot •haDe•• ill tho po;!U~no ' 
&tl AI follOVI I 

Short Poo!UoD Snort Pod t!on Decraaee iD 
October :lQ lloY .. bor 6 Short Pool Uon 

;::,,II\tl4• $ 2,552,000 $ 2.15~·000 $399·000 
!uropo ~.252.000 4,23 .ooo 18,000 
C&!l. 52.000 ~.000 14.000 
Iol!n .ll>er!co 324. 000 .ooo ~5.000 (Increaoo) 
lqo:> 4 , 3}8.000 4 , 71 .000 1~.000 (I110reaoo) 
O'.l:or .U!o 1.08}.000 1,22] ,000 1 ,000 ( Incroaoo) 
.Ill olbtro u.ooo 20 , 000 (Long) }1.000 (lllcreaoo ill 

Lone Poo!Uon) 
total $12 , 612,000 $12,1172.000 $14<>,000 

·~•b!ne4 pooition in reg!ot ere4 and opeD market otorl!ng. 

No gold or t l l •er quotatioDa were rece1Te4 froa Bo•ba, by the Nev York banka. 

In Londoo, a pr ice of 23-5/164 vao f1zo4 for both opot ""' forvard e!lnr , l / 164 
!n each c~••· '!'he dollar equivalent of 23-5/164 !o ~2. 331• 

Kartd7 and Harm&o 'a oett1 ement price for foreign oilYor vao unchangad at 34-3/4f. 
Ill• TTMourr' o purohaoo price tor fore!"' oil Tor vu aho unohange4 at 35¢• 

Yo made thr oe purob&oe o of oilYer totoliag 315•8~1 ouncoo under the Silver 
?lr-'han Act, oll of vh!ch conohtad or new pro4uct!on tro11 forllgn countr!eo, for 
f) r......n 4el1Yt !"J• 

CONFIDENTIAL 

Regraded Uclassified
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TREASURY DEPARTMENT 

INTmt 01'1'1CII CONNUNICATION 

,.oM lfr , Ooobraa 

f bi ll't4na1 Reoeno :B&Dic <4 llow York reporto4 the tollOwiJIC traza-Uou 1A 
a.u lan aoooWih •1Ate11U4 with tho Ch .. • llaUon&l llult. 

Prlnclpoo.l Gh&l~Ce • 1A the Steta llaDk ot b.eala'o 4o1lar aceout dllriiiC the 
per lo4 Jo.,.al>er 7 to lo~•bar 13, bc1u1n, ••• ao tollowll _, 

Cre41te4 

_, 
Debi\14 Pa14 'Po 

$ 210,000 .t.atorc !radl.IIC Corp. $ 150,000 Cba .. laUoalllaliii:,I,Y 
tor acco•t ot lloooow 
liaro4111 Balik 11\4.. 
Lon4on 

} ,000,000 

6o,ooo 

01Qa.raa'7 !nut eo •• •· t •• bt 
or41r llal!lquo 41 Oreeoe, 
Athelia, 1'1 ob~Uoll to P'oT 
t or 50,000 tono ot wh .. t tor 
acoo=t ot thO Oreok Stete, 
repreaeta relabure ... D.t 
Ull4or OurntT Truot Oo , 
Lltt•r <4 Cre41\ 

Cba .. llaUoll&l Blllk, II, Y., 
tor acooWlt ot Sku4111&TlU. 
Bll!lka, Stooll2lolll 

250,000 Cbaoo llaUoaalllul<, I,Y,, 
b7 or41r SY~o IW<tib ... k, 
stocllllolll ill taTor BalDO 
:lzport or41r lleoarTtoerr
aadel>abD4, Stocll2lolll 

2, 900,000 

251),000 

810, 717 

7141ral a • .....,. :Biak o1 
II, Y, b7 or41r o1 :Benqae 41 
Oreeee, Athlllo 

Obaoe latlo~~&1 Balik, li,Y, 
b7 or41r ot Relchobank, 
:Borlln 

CQ8a0rolal Llttero ot 
Ore41t 

1 , )00,000 Aahrc !ra41JIC Corp, 

199,618 co-r clal Lltt•ro ot 
Cro41t 

79,61~ . • 

• 

• 
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ore41te4 

SoY. lJ $ 221,866 

• 

Cb& .. IatlOD&1 Jaat. •• T., 'b7 
oNer of lllraadJ.-Tlolla Julota, 
Stoold>ola 

Ob& .. llatloal llult, • .T., 'b7 
ol'4er 8toollbolao lllokiU. llult 
Stocldlola aoo"""t 8oJou 
Proaolq)Ort, llo-• order 
.t., Johnooa 4o Co, 

257 

• 

Oo llonaber 1J tho b&laDcoo ot tho SW.to llult &114 tho .Lotorc ~ CorporaUoa 
11r1 •• tollowe a 

Ouh BalaAet 

Cash c.-rc1a1 Lottoro ot 
Creolit 

'l'ota1 

~AD&• lo t otal olooo 
Uonobor 6 

8\&to llult ot the 17. s. 1.11. .t.otorc !ra41oc Ooryorauoa 

$ 1,1159,000 

2, 141, 700 

• J, too, 700 

• $ 6,05S,J00 
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r!ION 

/ 
TREASURY DEPARTMENT 

1HTD1 OI'P'ICa COMioiUNJCA'nON 

S.ort\arT Mol',.atlla. 

Mr. Ooohraa 

STRICTlY CONFID ENTIAL 

258 

!'!Ia J'adual lle"n. Baak of lJev TOI'II: Np<>r\M \be traaoaoUolla, oa \be 

olat ... ot attacliM, 1a It&Uaa ace<nlll\a -.intUaad vtth \be Obaae •uoaal Bank. 

low York. 
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6o6,ooo 

15(),000 

C....U \o I \all&DO , 
JI.Y. 

11a:aea eo-rci.ale 
1\all-, II.Y. 

• 

• 

Cr-.41 to I\Aliaao, CrM1 to Italiano, 
W.Y. (Check 4rawn Jr.T. 
'b7 Pool lo l'J.ac«, 
J. T. , on BaDlt of 
ICaah&U.an Co. , !!. Y.) 1,02J,OOO :Ba:aea Co-rcial.o 

1\al.i-, II.Y. 
Chaoo lla Uoaal Bank, 
II. Y., 'b]' or«ar of 
CNClUo Ual.i&DO, 
W.T. 

J , C, I., II.T ..(m..Git 
of B.O.I,, W.Y., on 
llatioaal Oit7 J&Dit, 
II.T.) 

J.C.I., II.Y., (Cbock 
of B.O.I., X.T., on 
o..ar.n\7 'rro.ot Co,, 
II.Y. ) 

Paid 'fo 

• Cbaao llaUoDal. li&Dit, Jr. T. , 
tor accoun\ :a.- Co-roiale 
ltal1IUI&, II.T. 

l'o4oral. lle .. rn llaBit of II. T. 
ill taYor ot ~ •uoMlo 
411. ~ u hcoolaYU, 
Jo~ tor acooaa\ ot 
llnatolla !uka 44 ...,..~. 'b)' 
or«ar ot lo\Ua\o .. lo~ 
per I Co*l ooa L'lotoll'll, 
!o.o 
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TREASURY DEPARTMENT 
I~ OI'P'ICa COMMUNICATION 

Sooro~ Morp nt1141u 

,.... Mr. Ooohrall 
STRICTlY CONFIDENTIAl 

Tho 1t 4tral llutno :BaDk of low York ropor\td tho follovi!IC tranaa.ot1o1111 ia 
O.m&D OCOOW1h Mint-.1De4 with tbe Cbatt li'!ltioaal llanlr: u4 tbol llt.Uoaal Ci t7 !anlr:, 
!1¥ Torlt. 

Ml>ut Debi \t4 

$200,000 

.bollllt Dtbi toc1 

$15(),000 

Cbatt lratioaal llanlr: 

lltiohobanlr:. llorUa 

llt.Uoaal Citr Banlr: 

Jceowot Debi tod 

lltichabanlr:, l!trll ll 

Paid !o 

Cbatt l atioaal llult, 'I.T., 
tor aci>Oilllt J./11 e..atlla 
l!u4alob-.., Stocllbol.8 

Paid !o 

Tokohu& Sptelt llanlr:, Ltd. , 
I.T. , ill f a.-or To~ 
Sptelo Banlr:. !oklo, bl 
u4 for OCCQIIllt l!dehabtak, 
llorUB 
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JT OR4Y 

BUEN08 AIRES 

Dated November 13, 194~ 

Rto1d 4:58 p. m. 

Secretary of State , 

Washington. 

539, NOVEmbEr 131 3 p, m, 

With rcfer.ncc to the Embasay te telegram 532, 

llovembc r 8 , 6 p, m. , concerning the Pinedo report , the 

final section publis~Ed Saturday is of more dir Ect 

interest to the ~nited States s i nce it indicat•s a 

radical reduction in t he volume of American aut omotive 

prOdUO'te and agricultural machinery that will b£ admitted'. 

The figure given , 24, 000,000 pesos, is onrr-third thE 

estimated total for the present year and is understood 

to r•p:usent a provisional figure to be used as a basis 

for thr; scoond catEgory of provie1on&l figure to be used 

as a basis for the second cat egory of .produots mentioned 

in the last paragraph of the Embassy' s hlegram 493, 

October 17, 8 p. m. whereunder any increase would depend 

upon the success of the importers affected in stimulating 

certain Argentine exports, 

Th• Kinistcr t s report divides Argentina 's foreign 

markets into t hree cat •gorirs: (1) t he sterling groUP 

oompr1a1ng areas governed by oompenoation agreement• 

or 
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or when paymEnt is madE in blocked rxohang•; (a) countrt .. 

of free Exohang• , chiEfly the United Stat•s; and (3) 

neigbboring countri•s rxtroioing control of exchange. 

The plan oont•mplat•s t hE liquidation of blockEd balances 

through the rEpatriation of govrrnmcnt bonds or t h• 

purohaoc of foreign-owned public utilities and t rans

portation compani•s. ~s to the unfavorable balanc< with 

the sEcond gr oup t~ r eport s tates that ~ports will 

have to bE rcst~ict•d and to t hio end will b£ divided 

into th• t hrEE s oups r<ftrred to in t he Embasoyls tEle

grlll!l 493 tu1d t hE • nolosur<o to dropatoh 1:o. 1309, 

SeptembEr 27. As to thE rEmaining groUP, a rEduction 

is to b• rffect•d by diepceing of t h< exchMg< avnilablc 

for this catrgor~· at auction. . The frrc market will be 

maintained for transactions suoh as remi ttancEs of 

profits abroad and invEStmEnts of foreign capital in 

i rgr ntina. 

IIPL 

\ 
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' CON FIDEl~ ' IHL 263 
PARA PHR A SE 

The following i s the substance ot a t elegram 

(no. 1240) dated November 13, 1940, trom the American 

Cone~l General at Shanghai : 

(A) In local Chinese banking oirolee consider able 

agitation has been caused by (l) the teet that Japanese 

brokers have stated to American and other l ocal banks 

tnat ~lana are bei ng activel y pushed tor the early 

i naugurati on ot the new central bank; end by (2) the 

t &ling over on November 9 by t he lanking authorities ot 

t he Centr al Bank ot China ~remisea in t he Internatior.al 

Sett lement . 

(B) It i s stated by Chinese bankers having contact 

with the new bank's personnel that it ie pl anned t ha t the 

Nanki ng Finance Hinieter, Chow Fu Hai, will proceed on 

November 16 to J apan to meke arrangement tor final details . 

Whether the bank will be named 1 The Centr al Reserve Bank 

ot China• or "The Central Bank ot China• apparently has 

not been decided. 

(C) The i ntention is t o i ntr oduce stri ct trade control 

to insure success, accor ding t o one Chinese banker with 

close cont acts in Nanking ; and also t o ueg the new cent ral 

be.nlt ourrenoy on a "managed" beals at 16 United States 

cents; and to announce t hat , until the ul t imate nerfection 

ot trade 
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of tr:~.de cont rol and t he c o .• eeouent dlen-opearance ot the 

"• en1", the "Falli" and its relnted toreitn excne.n~:;-e marke t 

ere to be ell owed to cont i nue, tht: exchtonJ£e r at e bet..:een t ne 

" Ft~ni " and the neH curr ency bein~ determined by t he f or -

mel· ' e fore1Kn exchan, e value i n Uni ted States cents . 

(D) It is fe ared by Chineae bPnlters that ryressure 

~. ill 'ce exerted u:non t hem, wnen the net,• cur rency ls 

' runcned , to subscribe to loan issues of tc.e new ben.: er:d 

t ~ o&sltt i n furtner!nG the currency ' s circulPtion. 

Vt rioue coa;ostlve oeesures for t-.e considPrEtion or the 

C;~ur. kin<. authorities £'1"' be i n BULc.88ted by t ile banloers . 

Tnc1 rrc esryeclPlly concerned over t~.e rend1 tion to J:an

itlng 1s ,)uri sdictlon of t11e C.unese courts in t.1e French 

Co .. cess1or. et Snan~ :>e.1, end over t11e ryoasi i>Li ty ol' fur

t:,er m•essure beint used with a v1c1·1 to sil:l1ler e.ction 1n 

t .. e In~ ol·net1o.,c l Settlement . Sl:ould rendition ln t ile 

Inh rnat1onal Se t tlemen t be conewn-:~tted tl:e ban::er 1 s 

securities end the chances for f uture ~ros~er1ty of 

c.:.:. •• e se bl'n.ts end business enter-orues :~ould be undermi ned. 

Tt e Americnn uosition m1£ht el so be furtner seriously 

1mn~ired , s ince fore i gn, 1nclud1nt· American, bu~ 1~.eH and 

trade 
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trade in this region obviously can survice and flourish 

only under conditions propitious for the Chinese. 

A seotion of the Japanese Ar~y here is understood 

t o have opposed establis~ent of the new bank and issuanoe 

of the new ourrenoy, beoauee it wishes to perpetuate 1 ts 

o\m military scrip notes and because it depends on the 

f ree and open foreign exohange ~arket tor exchange to pur

chase supplies f rom abroad . This opposition ~ay have been 

overcome , hO\Iever , and a oo~promise scheme for early 

execution ~ay be in the ~ing, eccordi n ; to the indicationa. 
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Btrlin 

Dattd Novtmbcr 13, 1940 

Rto ' d 11: 30 a .m. 

Storcta t•y of Sta te , 

Wa shington . 

4690, Novonbt r 13, 11 a .m. 

For Trcasu~ from P.t~th rund tor Dcpcrbomt's 

inf onru:. t1on . 

In a SJ? EECh rtcmtl:r mw £ b:; tht deich' s Economic 

:md Fir.r.nci".l COO!:liss~r fo r llo ll:.nd Dr. Pischbock h£ 

denied th.lt 1 t \" t.s pl.:mcd to devalue t t.e ~lorin to parity 

with the m:-. rk . H£ regardEd thE udjusbntnt of thE Dutch 

pricE lEVEl to Gt rmany• s as inEvitabl E sincE Holland 

c uet obtain s uch a lar gE proportion of her imports from 

Otrmony . Although notE circulation hes increased from 

1 to 1 . 5 billion florins thert is no ground for ftars of 

infla tion he asserted ~incc uncontrolled price risEs a rt 

prtvcntcd anci thE EXCESS purcha sing po\·.er 1& !:llldt ava llablt 

to the Qovem:nmt tor its ~xptnditurcs via t.bt b<.nks . 

Fischbock dtnitd c.lso t ha t tradt be t\ften Ocnn:.ny ." nd 

lloll ~nd wa :. "oncs idtd". Inports fr<r.l Ou1:1nny rraehtd 19 

mil lion flo rins in July 29 million in ~ugust , and 31 million 

in SeptEmbEr ( a s eomp~rtd with a monthly nvrracr of 25 

million in 1938 end 30 million in 1939) :.nd Dutch exports 

to 
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to Otnil"lny rEached 25 r.11ll1on florins 1n July 38 million 

in .• u~st =d 39 nillion in September ( :lS conp·: rcd t o a 

.:~on thly c.vcro:;c o f 13 million in 1938 nnd 11 nlllion in 

1939) . Holl~d ' s Excess of Exports to Ocrr.~:>ny ht scl.d is 

thus not vtr] !.:1r:5t h;: mc.1nta1ntd thc. t futurE ncgot!.ntions 

concE rning toon~ic ~fairs will bt on the bnsis of Eq~lity 

th::: t r.oll" nd ·.1111 not bE d i ct<.ttd to and hEr ccononic 

lnttrt s tJ •:sil l b t given full cono1:1tr:> t1on cl t hough 

GEMo.n:rts\c cono~:ic r rquircr.:tnts :~ue t under r.ll 

circunstancts be sc.ft~:rdtd . ..n 1nct•tnst 1n the profits 

t:::x hut :-~ot to ~ht Gtrn:m level wua :..lso tortc:.s t in his 

opttch :.ml it •·1:.s indicc.t~d th· t therE night :.lso bE 

o thEr t~ 1ncrE ~SES · 

!t '"till b~ r,o t<:d t!l:-; t in his ~ccou:>t of the 

incrt.:sing v:ll•lt r;,f Gtnn".n cx;x>rts t o Holl:.nd no omtion 

h m .. <iE o f tht higho:r Export pricES r.cr. quot!d fer 

ctrt .in Orman co=odit1ts . 

MO.l.US 

til 
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DATE: 

NO. : 

• . . 

American Eabaee7 , (Paris) Vie~, France 

NoTember 13 , 1940, 8 p .m. 

9.W 

J'ROM MATTHEWS FOR THE TREASURY DEPARTMENT. 

Reference, telegram of NoTember 5, 5 p.m., No. 898 

from t he Embassy. 

268 

Instructions hATe been giTen to the banks by the 

Finance Mi nister not to coaply v1 th the i netrue t1ona ot 

the German authorities that they ehall eubm1t atatemanta 

caTering t be total Taluee ot foreign currencies and 

foreign securities whiob they bold in the unoccupi ed 

territory as well as the total Taluew of such currencies 

and seour1t1ee which t bey bold in this area tor the 

account of clients who are domi ciled in the occupied 

area. 

A letter was written to the German authori ties by 

Bouthillier to the effect that he oonaidared i n issuing 

these inetruot1ons they had exceeded their authority. 

The German author1 ties intoraed him finally that they 

could not accept his contention. Consequently the matter 

has been referred t o Wiesbaden by Bouthillier. 

MATTHEWS. 

u:unr 
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PAIW'IDWIE OJ' 'fE!.F.iJWt'l( RECEIVED 

J'IIO'I(: Aaer1oan Eabaae:r , (Par1l) V1oh1, France 

DATE: ~ovember 13, 1940, 9 p.m. 

NO. I 9 46 

FOR THE TREASURY DEPARTHENT J'IIO~l MATTHEI'IS. 

In a talk w1 th Cariguel at Clermont-rerrand toda:r 

he said that the relatione between Schaetter and the Bank 

ot France continue to be amicable . Cartguel said t hat 

Schaetter had not made llliJ' attempt to infiuence the Bank' e 

polioiee in the unoccupied terrttor:r. It hae been pointed 

out by the bank supervision ottice that it Will be necessary 

to 1net1 t ute certain reforms in the French banki.ng system, 

espeoial1)" to reduce the number ot banks, but as yet 

no steps have been t aken to bring about t hi s reduction. 

Reterenoe: telegram ot August 26, 7 p.m., No. 431 trom 

the Embassy. It is 

are too many banks in 

Cariguel1 e opi nion that t here reall:r 
he 

France, and/agreu With the German 

authorit1ee that no bank should be permitted to operate 

i t ita capital 1e lese than 50,000, 000 trance. 

French banknote circulation figures are usuall:r about 

two or three veeke old because ot the difficulties and dela:re 

in communi cation; the total is et1ll around 210,000, 000,000 

trance according to the latett data available. 

Oariguel said that the Germane had be•n 1ntol'llled b:r 

Bouthillier tha t it would not b1 poee1blt tor France to 

continue pa;raenta to cover tht coat• ot the oooupat1on Azw:r 

1n the amount ot 400, 000, 000 trano• da11)". 
Elm lmO'l'IONS OIIE AliD TWO. -

• 
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PARAPHRASE OF SEC'l'IOIIS 'l"riREE AJm FOUR OF 
'l'ELEOIUM NO, 946 OF liOV!MBER 105, 194(, PROM PARIS (VICHY) 

He said that 1t woUld be necessary tor Germany to scale 

the payments down to a reasonable figure, or there would 

be serious monetary inflation in Franoe. At lriesbaden 

conversations are now proceeding on this matter. 

Aooording to Cariguel, atte~pte bad been made by the 

Ueraane to invest the i dle oapi t al accruing to thee ~roil 

these payments in the French money market, but the Bank ot 

France had not permitted them to put into o~eration suoh 

e scheme. 

Cari guel claimed that the French authorities are 

beco~ing concerned about prices 1n t he ocoupied zone, ~hiob 

nre from 10 to 15 percent higher t han those in the unoccupied 

area. Prices continue t o rise despite the s trict meeeures 

ot control , 'l'he upward movement -.r•atat has been encouraged, 

.be said, because the Germane are unwilling t o PaY more t han 

the market price tor coneuaere goods pr ovided delivery can 

be assured tbe~by. 

One of the main points 1n the recent protest bf 

Bouthillier to the Germans on submitting bank statements 

ot foreign securities held in the unoccupied territory, 

Cariguel said, was the tact that the Bank ot France had no 

desire to divulge information to t he Osrmane about the 

foreign securities since all t hose wbloh it holds tor 1te 

Cl ients are nov physically located in this territory. 

(Reterenoe, telegram of November 12, 8 p .m., trcm 
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the lltaba .. r, lo. 9". ) 

8eYeral ot IU• ool leagu .. , Oariguel aaid, nre a.,.evhat 

concerned lest de Gaulle haTe turned oYer to h1a the balancee 

ot the Bank ot Franoe held 1D the United Btatea. 

END Or MESSAGI: . 

IAILW 

• 
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S~oretary of StatE, 

We.shington. 

3718, thirto:o:ntb. 

fOR TRUSURY. 

l'UIU 

London 

272 v 

Dated lov~mbcr 13, 1940 

lll<o' d 12:22 p.m. 

One. trnd£r t lx hEadline: 1 Uni t1td Statu Blow 'fO 

British Trado:• tho: DAILY TELEGRAPH prints an article 

from ita Wa9hington corro:epondcnt complaining that ae 

Dr. J~<kyJ.::. thE UnitEd StatES Trce.sury gina EVErY aeaia

tant,r to tb~ Bri tiah Purohe.sing Oommiaaion and ae Kr. Hyde 

aatn.d~<:d import duty inclusive of purohaao: tax. Tho: oorr~<a

pond£nt aeso:rta that • it would bE thE eimplut matto:r 1n 

the world by a -r" ohanglt 1n adminietrativc rulillg to 

aeaume that tho: British whOlnal~< price on which thE A:Dtti

oan oUBtoma duty i e baaed i e thE pric~ at which thE goode 

&rl< a old by wholualn••. Th1< oorrcepon~t gou on to 

point out that eincc tho: lfcutrality Act ncoudtahe oaeb 

P&YID~<Dtl th~< building up of exports to the united St at u 

ia of primr importano~ and aaurte that • Bri tiah-hdd 

~~<ouritin arc bdng uud uP r&PidlT• If Britieb imports 
&rl< 

• 
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JS-2- Ro. 3718, thirteenth, from London, 

are at the S&IIIC time rcatriotcd by Treasury policy a 

critioal situation will be reached f~ sooner than expected•, 

TWo. The October Clearing Bank returns show a fu:rthu' 

inoreaac of atlg 6~ million 1n depoaita to atlg 3, 611 

million, only stlg 6 million being due to tranait itema. 

The inora:e.ec , the eighth in auoccaaion, in 1nvtatmEnta, of 

atlg 35, 8 million to etlg 733.9 million ia attributEd 

l&l'gcly to P\ll:Obe.ees of 2-1/3-0/0 on tap war banda :rdllcr 

than market purche.eu of gUt-edged ucu:ritio:a. ,ldvanoea 

declined by pounds 3, 1 million to pounda 933,7 million, 

indicating that th" Septa:mbr:r inorcuc wu du.- t o ap.,oie.l 

oa.une. Th.- now wnkly loans to the Trce.aury by !lJ:poei t 

rcocipte arc recordEd in the returne at pounds 119, 5 million 

having 1norce.acd by pounde 88 million on September and being 

only partly offset by a drop 1n billa 41eoountcd of pounda 

37, 9 million to pounds 373,, million and a drop of pounda 6, 5 

million to pounds 137 million in oall moDEy. Oe.ah, down by 

PD1.mda 18, 7 million to pounds 369. 5 million, gave a ratio 

to dcpoei ta of 10, 13 per oo:nt ae oompaoro:d with 11. 1 per cent 

tor Sa:ptcmbr:r, 

Tbru, SUpply expcn41 turr: oont1nuca high, standing at 

pound& 85, 3 million for the week ended Rovcmbcr 9 when total 

expenditure wae po1.md.a 87, , million and revenue pounda aa.e 

million leaving a deficit of poUDda 6,, 6 llilllon for thE wnk. 

nv JOIDI801 
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ToltCJ"M lfo, 591 fro. l1o 4e .J-U., ..... -.r 111. 

'fo4eJ ilia Juoo All- ~ru. .. n ... uoo 1IOM4 ~ 

tollovl.q quedioae 1a •tr io\ ooat14-• t o ilia Dlreotor 

ot hohuce of ilia Jail: of llru1la 

114eHtuo•• of 1Nll1oD. (colA 'b ..... ) to llruu traa 

abroel.. 

• 

o..... YUl ill• :&Moo do llruu purch&oo colA arrtnac 

ill llrad1 fro. a)roM, ~- __ , 1JI 1JaHt4 ltat11 

dollaret It 1JI tho att1~Un, at ..,_, raht 

tvo. llq colcl NCa1Tt4 troa urollcl liT a 'bulr: or looal 

t1ra 'bt rea:por\14 to ...oilier ooua\17 after 'beiac ia ~~ 

keepinc tor a oertaiJI tt.e 1JI a b&Dk or ooae other plaoe 

tor aooowot of the r..tttiD.C partTt 

Jo cleohloa u to the uwere hat Ttl balD. allclt. !be 

Dlrootor otat11 that ill all prol>a'b111tT the llaak of llruil 

vUl blQ' tho colcl 1t t4cl1UOD&l 1D.toraat1oa 1t torthoCIIiac 

or will aooept tho colcl 1a pe.JMDt tor llr&IUiu -no. 

!be llil'lltor 1o ........ ib.o t.pr .. tioa that the cold 10!Uoh 

the o. ...... vitll to ..u h J'rtaoCh colA holcl 1a J'rtz>oh o.u... 

or other hiJIOil pot~tltiou. 

•h 
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No. 244 Sl'l\IATION REPORT 

I. Westem Theeter of rtar. 

l. Air Foree Operationa. 

II.I.D. , li,D. 
llovember 13, 1940. 
12:00 Jl, 

During dafllght of the 12th there wa.o 'lddespread Oel'
man activit)" over £niland b7 single planeo and llll3ll romationa. 
Last ni&ht t he Oenun air attack on London wu orfieialJ.T deaeribed 
as "heaVT" until after midni&bt, een visibUit7 deereased. 

'nle R.A.F. last night attacked Oerun oil plants at 
Oelaenkirchen, Colosne , and Duisburg-Ruhrort, rail centers and tac
tories in the Ruhr and the sutmarine b&Oe at Lorient. Docks at 
Flushing and Dunkirk and some airdromes in occupied territor,- nre 
also raided. The British bombing ertort SBsin•t the "Invasion Porta" 
l.s clearly slackening. 

II . Greek 'nleat er or War. 

llo chanp in the general situation. Greek sround rorcee 
have made local c01mterattaeka at various points along the front. 
'nle I talian Air Force continues to bomb Greek troops at the troct 
and c<mmmicetion centers in rear area.o. Greek or British plane• 
are oonducting similar operations over Albania. 

Ill. Jledi terranean and African Theaters or War. 

Ground fighting on the Sudan-Ethiopian border is con

tinuing. n.e R.A.F. attacked Italian naval unite at Taranto on th• 
lith end 12th and claiJDt to have sunk or aeverelT damapd several 
vessels including three battJ.eshipe . n.e Itallena ad!ait cllma&" to 
one w~hip. It 1e balie....,d that the British claims are 1110re .,....~ 
correct. 

1!\lameN in t he theaters air operaticns were adnor in char-

acter. 

• 
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No. 245 SITijATION REPORT 

II.I.D., 11.D. 
NoV<IIIber 14, 1940. 
12:00 11. 

-
This military situation report 1a ieeued b7 the 111lit&r7 

Intelligence Division, General Sta!t. In vi.., ot the occuional. 
incluaion ot political. in!on~ation and ot opinion it 1a classified 
u Restricted. 

I. Tie stern 'n!eater ot !Tar. 

l. Air Force Operations. 

Bad weather prevailed. 

The German Air Foree waa active ewer southern &>gland 
by dey on the l)th but apparently the raids .,.re not hea..,-. Laat 
night German air activity oyer England appeared normal, but ...aa cen
tered in the provinces • London had an unuaually early "all clear•. 
The German air effort against ohippinB apparently is increasing. 

British night bombing, apparently on a reduced scale, 
reached the Berlin area, but ll&a coneentrated on Westem Gel"IIIIIIT end 
the occupied territory. 

II. Qreek 'n!eater of ilar. 

lfo ehange in the ground situation. Italian air aetirlty 
oonto...cl to eatabliahed pattern. Greek and British planes continued 
to attack Al.ban11111 porta. 

m . lledi terr111181111 end African Theaters or :18r. 

QI'OIIlld fighting apparently waa confined to the Gal.labat 
area, Sudan. This town baa cbanied banda several times. '!'be Ital
ian Air Force attacked shipping in the eastern J.lediterranean. '!'be 
BritiSh atate that Taranto and Barl were lxnbed. 

Regraded Uclassified



( 

279 

RESTRIC'mD 

Tll.NtATIVE LESSONS BUU.ETIN 
No. 66 

G-2/2657-235 

I.IILITARY IliTELLIIlEI!CE DIVISICIII 
11AR DEPAIG'IIl!m 

\Taah1ngton, November 14, 1940. 

The informati on contained 1n this ooriea or bulletins 
will be restricted to iteCIS !rom official source• which are 
reasonably confirmed. The lessons noeessaril.y are tenta
tive and in no sense mature stueies. 

This doeuoent is being given an approvod dietribution, 
and no additional copies are available 1n the llillitary 
Intelligence Division. For provioiona governing its re
production, see Letter TAG 350.05 (9-19-40) Ll-ll-lol . 

I.!ORAIB Dl THE FRE!ICH ARIIX 

~ 

This bulletin pres onto a s tuey !Mde in the !lor ale Division 
of the Adjutont General's Ortico. It is basod upon the reports of 
Aoaricwn official observers. 
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1, !!!J!!CENTS IN nm IIIJWB ramp 
I 

'1'bree important el-nta entered into the morale problaa 
of the Frenob Ar1:l7 • They were, (l} the taot that France morally 
prepared to tight, wae taken into the war by political hadara wi: 
out the i'ormali ty ot popular or p&rli&JIIentary eanotion; (2} tha 
feeling among aoldiera and tba1r fuiliee that ,_ who abould ba,.. 
been in the Arm;r were being allowed to evade llilitary service on 
spaoioue pleaa or 1ndiapenaab1lity in no~H>ombo.tant fields· e.rx1 
(3} the faot that oi 'liliaN rather than lllilltary men payed fiom.l.nant 
roles in the conduct of morale activities within tba cdlltary ea
tablisbment , 

2 , IIO!WE REPORTS AND CO!iDlTIO!lS . AtmJII!I 19)9 

Both officers and """' ot tba Frenob Arrq have aa1d that tbay 
entered the war without entbueiaaa, and that tbia attitude mtcbed 
the lack oi' anthueiam &D>ug oiv1lians , llbat little apirit the troops 
had at the begilming of' the 1IIU" na weakened by the aonotoey of' houn 
in the llaginot Line, 

Although report& stated that 10orala and seneral diacipllne 
in the French Aru1;r were at a high pitoh, there were indications to 
the contrary as early aa November, 1939. Abo.enca without leave waa 
widel,y prevalent, although it was virtuall,y unlm0\11l in the German 
ArlliY 1 and on Saturdeya t hare were maoa depo.rturea without authority, 
despite increased police cietaila and many arrests , lien senerally 
returned on llonday mornings and 't18r& gi von tan da.Ys extra duty aa 
penalty for their unauthorized absence , 

D> addition to aasertinc that the morale or troope at the 
trent waa magniticant, reports in the autumn of 1939 atated that all 
aoldiera aee=ed confident ot tbair ability to -t the Germns. Ob
servers visiting the front during the winter, boorever, basan to queat1~ 
the validity of' these generalitiea, eapeoially in view of' concrete 
bite ot evidence, such aa abaenee without leave, drin)dng, and care
leaanaas which were not 1n line w1 th the optiaiatic aasertiona of , 
ottioera, 

llhile the cc-ndlng general or the 2nd Arr:IT and b1a orticere 
apolce ot tbe bigb morale of both French and Britieb troops, the repeat
ed empbaaia given these assertions inapired in obaerftr& a feeling ot 
doubt, The men themselves presented a aorr:r apeotaola or disoomtart 
and dejection, and to their materiel bardeb.ipa were added the moral 
taotora of inaotion and monotoey • 

3, DillCONTENT AT THE FlllNT. !1Th'TEI\ 1940 

.u tbe winter wore on, reporte on morale be- leaa re-

!!!!SWC1JR 
~ 
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aaeurin;:. On January 31, 1940, the Chef du. Cab:lnet or llandel 
momber or the Pl'ench ltin1stry, noted growtn, dieoontent a 't!_ 
mobilized men belongtn, to labor -Aicatoe ""--ao GIOtlidi 

tod 
·ith v,._ • ''"' men wore a-

gue " tho living conditione or t hoir ta~~Uieo at hollll! and 
this disgust created a fertile field tor tho aoec!e or dieco~tent, 

281 

The view that the British woro not doing thoir share in 
110oting the German menace was spreading. Reports opoke of the mnch 
reeling thet the British were treating tho war as a aport and ot 
crowds orR, A, F, officers allout the hotol bar at Rhow' throu,gbou.t 
the late afternoons and eve~s. Circulated reou'!te referred to 
mnce oe Britain 1 s catspaw, and Bri tish participation on the Weatorn 
Front wao described as pitU'u.ll;y inadequate, Apparantl,y the prin
cipal m.oaouras taken by French leadore against the spread of t!da 
feeling toatered by GertJ&n propaganda, wao the ohol11na or .ber ioan 
110tion pictures on Britain's war etrort, 

D,r ~>!arch, 1940, the morola at the front bad still f'llrther 
deteriorated, '!'he soldiers grumbled because of long inaction, There 
was IliON and 1:10re discontent in campo behind tho lines , 111 th the '*' 
dei:IOnding to know whet the war was t.bou.t . Soldi ers stated that their 
diocontont had nothing to do llith patriotism, but gr811 out of the 
feeling that sornothing o"3ht to be etsrtoC: . They spoke of the 
abeence of drill or other activity behind tho lines, whore lite held 
•nothing but monotony", Gra11ing diocontont over inAction and oilitsey 
dieoiplino bred an urge to return to normnl civ111an lifo. 

From the start of tho fl!ll' , oen oolled into tho mUi tsrr 
services, their relatives, and their f rionde resented the favoritism 
allogedly aha= to persons clalmi.ni indiapenaa bill tr in their civilian 
occupatione, Fronch emphasis on behind-the-lines aotivitr was 
carried to such a point that special1ete w&ra token out of armored 
divisions aJld. assignee!. to oon-c:ocbatant jobe. Corabet teau w&ra thus 
brolten up and it becai>e necesaar;r to train repleceAOnts on what 
proved to

1
be the eve of a decieive bettl<r. 

Aa the war continued, resentllll!nt age1nat so-called •special 
aasignmonte• to non-combetant jobs Bt'"" until political loaders 
felt obliged to take action. Special collllllieaions 11ere organized tor 
the purpouo or correcting this condition, and, in order to reassure 
oon at the front, veterans o£ the \7orld \7ar were included 1n the 
oomberahip of these oomoiusione . Despite all oftorts, the evasion of 
oombot nervioo by political, eooiel, or othor influences reoained a 
etandtn, griovance of the 1!ltlD at t he front , 

4. ABSEHCE OF IIILITARY COIITROL OVER UORW! 

'!be out break of the war found the French Um1 without 

R!S'i'RIC'l'!I! 
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""'ohinery for oonduct ot morale activities W>der proper .uitar)' COD

trol, Arvr:r wrl ts in the field were lett more or leas to their own 
devices , although civilian agencies active in welfare and recreation 
work included national organizations such as the Red Crou and looal 
individuale such as village priests in billeting areas, One observer 
nctoe the search m de by a lieutenant of the 45th Infantry Divieion 
for civilians who might be interes t ed in providing for the IDIID or 
his organization recreation and nelfara facilities such as motion 
picture machines, radios, sporting goode, bool<a, and games , 

The morale problem which contronted the French J.rm;f and 
the metboda so...,..hat b.aphaz~ adopted for ita solution oowbined. 
to obscure the principle that morale aa a i'unotion of colll!:>lllld 1a a 
..W. tary i'uncUon, 

In certain exceptional eaaea, division coc:Bllders dOIIimted 
110rale activities within tb.air juriac!iction, and in these units 
excellent results were obtained, Genera14', however, corale activities 
were carried on from the civUian standpo,int or entertaim:lent rather 
than from tho military standpoint of training, Officers lost contsot 
with their men, and soldiers became more concerned 11ith their per
sonal colllf'ort than with their military eti'ioioncy as part or a fighting 
team, 

A French colonel in a swmnary 011lled Trop .!!.!!. ~ ~ 
emphasized the decoralizing and unmilitary ooro.la conditions which 
prevailed just before the collapse, Doapite this and other exsmples 
ot recognition of danger by military leaders , thoro were plana afoot 
to organize a 11n1stry of Social Sorvico to be charged with nolfara 
work in the ~ services and elaswhere. 

S, CIVILIAN Th'T6REST AllD AC!IV11X IN lllj!:I W!WE 

a. Control, As needa bsoaae evident, civilJ.ans bee&ll8 
active in raising funds and doing welfare work with goverm>ental 
eanction, This work was UDder the general c!1rect1on of th~ llil>1ater 
or Oar Veterans a.nd Pensioners and the President or the Natio~ 
Ort'ice' of flar X:.valids Veterans, "ar VictiJ.le, and National Pupil4. 
Requeate for ~uthority to participate in the wcrk were axaminecl by 
an interdape.rtmentel committee or Government aganeies. 

b, Rac!io . French broadcasting atat1ollll were directed to 
alter thoir pr~s and t o provide gay cuaio and light songs for 
soldiers in the lines and in the interior, 

o Supplies The civil population uaa urged to ~-
• -- • book 1--tteo and bla.Dkets . .....,..,. 

aolc!iere such articles as s , 0 .,-- :.....00 bad been aent tro• 
waa a ahortage of blankets beoauae a largo r 

RESTRICl'B!) 
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rr.noo to the Spe.nish Lo;yaliata clur1ng the Ci v11 w 
ou:>atanco occeaioned bitter col!lllent, ar, and t hia cl.r-

d . Fore!:!!.• Recognition of the necoosity for some form or 
all!Uoement for the soldiers resulted in the ostabllshmont of Fo ro 
Militaires or Foyers des Soldats in the rogiono of the i'ront~se 
Foyers hnd recreation halls equipped with billiard tables , redias 
phonographs, pl.oying cart's, chess tabloo, nnd ret'.ding and 11r1t1ng' 
rooms, fline could be had at ths Foyer s , 

e , Theatricals and Athletics, There 110re halls for ootion 
pictures and theatricals , l'.e~Pmnts had theatres at uhich inprcviaed 
pla7s and sketches, as well as prof'eosional po~ormnces, were pre
sented , Group singing was encouraged, In socae orpnizations e:o
phaoia waa placed on athletics, e.nd teaaa cere clowloped to c.ta 
with the Britiah, 

f . Education. There were, in addition, e<!ueational courses, 
so=e for illlterates an<! others conaiotin(; ot lectures and con!erancos 
on the war, French history, and the geography of countries in ths news 

of the cis¥· 
g, •Godmothers• . An ef:ort wns mnde to strenathen lllOrale 

in the armod services and, at tho etune t1ne, to idontU'Y civilian 
communities with mon at the front, thro113h i'ormntion of a government
sponeorod ~ !larreine du Comoottant, bonded up in the lUnistry of 
National Doi'enae . A s iBilar or ganization ~>rgel)' under private con
trol, had existed in 1914...J.9l.8, Under this plcn, carmines, •god
aothera", were chosen for men who wero at the trent and who had no 
near relatives interested in their welfare , These ..en were listed 
by orpnization coooanders and •assigned" to various Prench schools, 
which in turn provided •gocl=othero • tro,. among their pupils. To 
strengthen national unity, =en "ere assigned to schools in regions 
distant from their hooe col:Dllll.ties . 

•G<xltlothers• were eneouraged to correspond with and aend 
gitte to their •godsons• . The relationship contilmed until the soldier 
was tranat'orrod to a unit in the zone of the interior or until he 
died The Ecole lotarraine received wide 11ttantion and be....., an object 

or ~at intereSt to politici&nSo 

6. AFTE~FFECTS OF I,IORAIE POLIQX 

Whon disaster overtook tho .French Ar~q, the oountr7 TJU 

quick to place the blame on the should ere of the Co.-nder-in41e! • 
Thoso who bad delll&Dded a generous leave pol101 tor mon in ths Arlrq 
nCIII censured him for turlo~Ji)ling aoldeirs wbo obould have been retained 
to build blockhouaas an<: trenches. Those vho had c).al:lored for uae 
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ot his name and preeti .ge in spoDeoring oirlllan wel.h.re agencie.a """ 
oondemmed hila for IIC'!01n•lly boading sooietiea euab aa those which 
sought •(!Odl>others• for soldiers or au,pplled radio seta and athletic 
0quiplll8nt , 

The soldiers themselves oompl.D.ined that for six oruoi&l 
months they had been given little to do b)' way or prep<U'ing theL18elvee 
to moot the ene1117, and thet, inetead, t hey had oat arou,nd 'llriting 
lottnre and being enter tained in idlonoaa, 

As expected, the ~ authorities were denounced for 
alloning morale work, a tlilltary function, to boco"" a oivilian 
welfare and entertainment activity, These denunciations now tom 
part or tba charges brought against C.neral Gulelin and others formally 
acC\Ioed ot reapon&ibillty for the downfall of hance. 
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COAST GUARD HIADQUARTIIIS 
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IT IS ARRANGED TIIA T ENQLISIIIIAN REFERRED TO AWAIT YOUR RJm.Jm 
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DATa 1-bor 14, 1940 

TO Soorotary Morroaibaa 

rttOM Ur. Cocb.ru CONFIDENTIAL 
Roc1otorod. otorlioc trauaotiono ot tho roport1Jic ht.nlco wore ao tou

01111 

Sold. to co ... rci&l concoroo ••••• .•••.• •• ,l5l,OOO 
~cbaaod. traa co ... rci&l concorno ••..• , , 38,000 

Of tho otorl1oc oold., approxiaatoq ,125,000 wore ,.,4 to PO' tor tho l.Jrportatioo ot 
rubber, and. tho ro•1n1Dc ~.000 woro a pplied. apiaot ftl'i01U 1.8porto. 

b tho OpiD -.rat, aterliD« ruaiDod at 4.04 thrOII&)Iout tho d63. !reuacUono 
or tho raporUoc baaka n r o ao toll011o: 

Sold to co~rcial ccncorno .. ••• •.....•• , 5,000 
~cbaood troa co ... r cial concorno.. . . .. -0. 

Canadian dollar 
Swioo tranc 
8wod1oh trona 
llaicho-.rlt 
Lira 
.&.rroatino p1oo (troo) 
llradliaa ailro 1o ( froo) 
lluicaa p1oo 
Cubaa pliO 

l~ d1ooount 
. 2320-1/2 
.2386 
.<&005 
.0505 
.23615 
.0!505 
.20?0 
8-1/ef. 41ocowot 

!!lora li'Or'l DO CDld. tranoactiou cou.-tod lv 1U tod63. 

Jro 1ll1l' cold. oacaroaoat o wro roporto4. 

A COld prico oqui'faleDt to $33. 8.2 Will rocohod troa Bollbo.T to~ • t~ =~ont 
than t bo quotation ot loToabor 1.2. SUTor 1D lloabo.Y wao uach&D«od at 
ot 43.6()1, 

Io London both opot and. tonrard oilnr ""' ttxod at 23-5/164, unchanced troa 
10otord-,y'o h~el. 'l'ho dollar -cau1Tal"'t ot thio prico 1o 4.2.33jl. 

t- unr wao unchiUlc•d at M-3/41• 
l!aD«T t.nd II&....,•, llttlaaont :prico tor toro .. u \ o uachaocld at '351· 

l'ho !roaaUl')' •a JW'chaoo :prtoo tor toraip oilTOr 11'11 a o 

t 000 -· aa.S.r t ho SUTOr ~· 
l o &ado two plJ'OIIaaoo of a ilnr totaltoc 125• torolp 

0
.,...tr1oa, tor tonrard 

.let, all ot which coulotod. ot ...., J&'o4l>ct1oa troa 

4oUTI'7, /~r 
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Mr. Ooohnm. 

Aano:ucl 1a a o'-t-a\ of BrlUob 

o>polldUv.ro 111 U. S. dollaro for tho 11011\h of 

Soptnbor, other tbaa o:rpelldlhro thr'"'Ch tho 

Brltlob hrdlaalllc C.,..luloa, !blo 11 aa 

boproY ... at oa tho otat-at ot vblcb I obowM 

Jeter ....... . . . .... . 

J01l a opocl.aea botoro. It vlll bo ••t 111 11011tb.l7, 

I hope rather .oro pr011ptl7 111 t'utvo tbaa tbil oao. 

(1) lhiLS,p, 

Woynbor lltb, 194o. 

STRLCTlY CONFIDENTIAl 
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1.000'• 
Ia Ill 

P!rpOM Do1lazo Starll.y 1ml (It&. ~<ply,) 
t ... rlt lnto U,J:,I 

ioo<l, drlllk, tobaooo 972 109 1 ,0Sl a.v .. ttrlalo 4,371 128 4, 499 
Xanu!Mtur•• 2.932 33 2, 965 
MlocellADOOu.l oN - •. ,~i 270 

llonl"'llltDt Depert .. o.to 858 858 
Sblpo' Dloburle .. o.h lAd otMr 

truoport ohar&e• 182 17 1~ Eo7&ll1eo 29 111 
!cfU.7 Se"lcoo 77 34 lll 
r.rctu• ud upkeep of propeny allroed 184 1 185 
lhcollADeouo SerTle>oo lOll 22 1z6 
s.bohhnco and tra .... l 117 ~ 147 
luuruce (Proal a, Olai .. , ete>. ) 121 161 
:JlrtdoDdo ud proflto on U, s. illnotMllh 

6os 64 672 ( " tho United Statu 
,uiroaento of n .... opel'lltla& do1laz 
accoUDtl • 715 7~ Dlttrlbutlon of Capital under 1'ru.tto 1111 

P&~~~ent • on aooOUD.t of reot of Sterll.ac 
7 . 497 250 7.753 !rea 

Other p81111Dh - _g ____ll 
18,780 sOli 19,5A - -- = 

jlno1wUnc o.s. dollazo poo.icl to coutr1eo otMr thaD tM O.S • .I.. Ill tllt11ro 1110h 
~lllh vtU be el1aiaatecl. 

• SluToDclero \y 1110h tiru OllllDOt 7et be etahcl: DOr tbolr npoocl1tlll'o out of 
dollar recolpt o otbar thaD troa tM Control. 

luk ot ln&liD.d, 

17th Octo bor, 19110. 

( ST R!CTL Y CONFIDEN TIAL 

• 
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~1~1CTLY CONFID ENTIAL 

Vatted l:illl!llo!! Boldbe ot Oold 1!!4 hb"p 

With rotounco to rq MIIOr&Ddu 

ot the 7th October , ohovtac the aoatblT bal&llco 

&114 lou ot &Old aDd •%Ch&ace, ad the rooourcoo 

uUliaod oach 11011th, the looo ot &014 &114 

nchAC'I ia Ooto ber -=ted to $116 llillloa, 

briacbc the beluce at the end ot that 80ntb to 

$7111 aillion. 

The procoedo ot oalo ot oocuri-

tieo in October wore $9 llillion, and the total 

reoourooo utili sed were t~o $125 aillioa. 

(The Britioh Troaaur.r baa aot 

11t ci••• •• the ual1oio ot the abo•• tlcar•• 

into &Old, Vaited Stat .. 4ollara &114 Canadian 

dollar a) , 

(l) o.a.s.P. 

JIIIITISB DOIASSY, 

7th lo• .. b•r 1940• 

btn 

' j 
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f'EDERAL RESERVE BANK 

Ol' NawYoRK 

Dear a-. Seoret&r71 AtteJtiet lr· B. I!IJ:le Cochru 

PllriiiiBDt to Jrr. Cochran 1e ~at, I eDCloee our 

c011pilat1oo tor tile -1< ended IIOYellber 6, 1940, •llmr1D« 

dollar d1ebure_,ts out o! the Brl t1eb end French acCOW)te 

at We bank and the Mane 1>7 which thee• upend1turee were 

t1nancecl. 

Honorable lieJlJ7 lforpntheu, :rr., 
Seonte.,. or tbo Trea.....,., 
WaahiQctoD, D. c. 
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Au~. 31 - 3opt. 27 
Sept.28 .. NV• · 1 
~tov. e - :'0 

C7 
31 
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No•. 6 

2()?, 6 

1<2 . 0 
10~.0 

-?5.2 

20.0 
-6-r:-3~ 

58-~ ~ 
~__L-
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AIW.YO'IB 01 llR17lSH AJW EPJ!UQi ACCOUNTS 

On WUlion• or ~Uai-e) 

OF 
CRX!>l'l'3 

OTh•r 
1"1'\•Mecl• ut 3alea or ( lul,. 

!:itwl"l t'r)a"ft!glatiiO:rOC" adjutt .. 
COld (Eot. Mol _storlL-.:CbL •rrt. ) 

18."5. 4 
3 . £ 

57. 0 
OO . G 

9·• 
$2.1 
;o.1 
.,.2 

33. 6 
&:> .6 
t5. 0 
14 . :'! ' 

17 . 8 
1? .~ 
l'J.5 
13. 4 
? . 1 
b . 1 

2 .0 
2.0 
6. 0 

- ll . 2(f) 
& . 2( n 
~3.0 
10. 4 

5 . 0(1<) 
~-? • 
11.6{h) 

- [6. 2{ 0 
---25. 9 

10. 6 
o:-1-- 1-1 

- ~$·' I 
0.1 M(n) 

04 .3 
106 .7 
un .? 
97 .7 

O<\ . e 
lrt .: 
ll~.t\ 
113. 4 
100.9 
!'8), :; 

•s.• 
;8. 3 
<10.6 

55·• 

DXSI7S 

Cov't 
bpe:ld
ltur .. (o) 

3 . 6 
6 . 8 
e.o 

' 8 . 7 

1&. 9 
15 .< 
u.s 

Otter 

00. ? 
100. 0 
18:'. 8 
S9.0 

3&. 0 
_ 100. & 

101.0 
::a. t __ t-7. 3 
~-3.6 11. 3 -

H5. 3 137. 9 
"ISO.?- 'J:J. 0 
lfiO-~ so.• 
000!. 6 1 187. 6 

72 .. 5 
28. , 

l- 41.3 
~o., 

_4·_l.__j 
7. 4 

31:5 -, . 1 

•7. 7 !.1 

t.e\ tnor. 
(•) or 1 !>.or. I · ) 
tr. ~l.attu 

•1!3.~ 
~ ~.e 

.. P:l. 9 
- :m . ~ 

- 11 . 4 
- 15.~ 
• rt.5 
- :.?. f) 
• :-~.3 
• 36. 1 
- :.4. '1 

·' 
• 1.8 I 

I 
• 2S·• l • 3 .0 

• u.• 
• $. 8 1 

I 

Str1otly 
we-ek F.r.dod Moor. 6, 1940. -=o¥1d0nital 

hAI:K OF FRAiiCI! 
CR~I>!T :;i 

ll. 3 
'16. 2 
&~.9 

109,£ 

55. 9 
11.5 

105.0 
78. 7 

145. 4 

~·t.e€':!.& 
nt 

C<>l4 
salu 

~.0 

55. 1 
9:1.0 

50.1 
s.; .a 
75, 4 
00. 7 

lt-6.~ 

11. 3 
U . P. 
~7 .b 
1~.3 

5 .8 
!G. ? 
1'9 .6 
18. 0 
1~.:. 

lQ •• 
bti. 6 
78. & 
oo.o 
IH . b 
7:.. 7 
9!• .. ti 
IK. 8 

101.4 

DJ'BIT-s 
r.ov• t 
~nd-

1 tl.ll'ee( d) 

6. 0 

51.8 

ce.i 

31.5 
:,2 .8 
3,~.9 -
~-· ~7.0 

305. l(j) 335. 6 9.~(J) 1NI. ?(J) )"'.3iJ) 
3 .2 - 3 .0 

I .9 l0. 4 
-o.~ 

. 5 '· ~ 
6.3-

A. 0 . 5 
1 095. 3 900.: 1 ... 6. 416. 6 ••• 

o.; o.s o.s 0 . 3 

0 . 2 0 . 2 0 ,2 0.1 _[ 

0.1 0.1 0 .1 0.1 
0 . 2 0. 2 0 . 4 0 .1 

Tt'CII'l ctera r~t~Purotaaesnr CocatNf,., t.o 

13. 4. 

10<5 •• 

5 ll. 7 t 

30.0 
3l<. 9 
63. 7 
0.!:1- " 
4.4 . < 
:!'9. 4 

1 .0 

0 . 2 

0. 1 

0 . 3 

~~l Inon 
( • l nr 
boer. (-) 
lnl"'l~ 

- ~ - 1 
.. ].,.,, 4 

•• 3 
• 2~.4 

- ~.G 

- t.e 
••• - &. 1 

• 4t . O 
•16". 4 

- ~ - l 

- 0 . 2 

Aftter"e _WMkl.z em~· 8ln.M OUt\.re-" Of WI!.~ : 
t'l'a~e thl"'U@,tt Juie U) - ftv.61i1Il1o~ 

llb&lan4 (tl\roud> Juno 19) 2!,6 Dillion 

Jilllnll: or Ca.."leda tor F'Wn.ob ao.t<Hmt: 
neek eOOed Jrcrn.btr & $ &.4 aW1on IS.• f(lo•\ rote• on re'n'r~• l'lc!f'. I 

J:n.eland (&inc.e n.ne 19) 40.l milllon 
Cu::.u.lat 1on l'l*a:l July ::& 85. 1 aU11nn 

Regraded Uclassified



(a} T'brnu,h J'\&.u 19, theN U~ure~ rapro:;ont tnte1 tNtlOI ot Amor1'18.n GelUr1t1e3 in So?ttnd D1otr1ot NpC'rtld ff'r 8"llt'lunt or the United Xi~. 

(~lOedt or thooo G4loa, bM!oYOr, ~ m t bftvo boon ~roc11tet! t.n tho Bank ot :!ri.8J,an4' :s anoi.IJ\t in o.ll•.,aooo.} Boi)lnning with tho t:ook 
on4od J'Uno 26 , t.bo rs.p:uroo represent tronerore trnm tho Bo.nk f'lf Ut\ntroal., 1m Ynrk A&on1:y • l'lb11:h to oaeW1an tor requ1oit1onod J.Nr1~an 
ao3ur1t1o u hold 1:n th.h IJmmt ry. Tli.·o tmnstoro llPf'"l'ODtly rorlo.,t pi'C'I?OBds or otti'llal "'~Ur1ty Mlon, tn'1lutU.nc tbf\o~ hcn11od th.."'4N.ch 
pr1wto 4ottlo . 1l'rtttl T'.mo 17 to J\l.ly 19• tra.noo1t1Cina tn o.ol)Ut'itiee p1ra.~lo in opo'l1f10(1 ft\:-e1,:1 1urro~too , 1n11c.c11nz clnllora 1 ~ trnit.od 
K1n$4t8 No14ont.a, wore p~b.1b1ted_. 

(b) In,l.u4os J)X<>3:oo4• rr oalob f'lt "X''«iSS.oterod"-otorlina tn tt.ic mo.rkot only. . . 
(.,} ·ln11U4os ~t• trtr 01')n\Ul~ r.t .»x"1t1eh J»y.r')h.U1n.t Onn.llooion., Brltlt.h. Air J.U.."\ist:ry , Br1t1A a.pllly hr4j 1an!atrf ,..r S'~}.Y TJJ:rl!)er. Oont%"\1 • 

IW4 1111l1ot>:7 ot lhtp;>l.!l&-

Jfl 
~) 

In,lu4aa ~-=,.c:~• =nr .,.,unt ot Fren'± ll:r Ons:iootnn aD4 fr).:uh ~ei:g Cta:U.sdnn. 

In1lu4tl IM!Ju.tt»nt. tnr (a1 abc)Q. 

(t) AbOct to5 rUlllNs transferred trac. 61)ftun1.1 ftt BrUieb oatborhecl ta.r.k:i wt.th t;ooJ Yft~ tle:l.":•• .. 

(g) .lbout $ll =.1ll1<'n t:enat'er,red t'rotl c 'l""unts C'lt nritilb c..rt~ortsa( t»nta 'ri th r-:et· Yl'r;c ba=.::.J. 

(h) Abnut ao aUl.ln.a troJlatorred. tro= a-:~ounta nt Brithh aut~rizod. be.nko Wit.'\ Now York ~tUl'ce. 

(1) A.b<'lut $10 m.illlC\D tl"'.c:.itorrod !'rom 8')')nunte nt D:rhlsh ClUtb('lrized bonks with Ue•.., York benka. 

· ( J} A4Juatoc1 t('l ollminuto tho of-torl or $20 mllllon po.1d out Ml .1\a.ru) 26 ond retu.rn9d the tflllrwtf.ne cloy. 

(lc) Abolut ~2 lltUUun trnnoter:red t rua eo~.~·unta t •f Dr ltitsb auth1•rh~.ed tunka \'.'lth Nert Y1•rk bllnk:Jo 

(1) AbtiU\ 1.2 allli•'n t.J'ft.DI'Iforrod tran Moounta t1t' Br1t.11Jh I'IUthnrhect banks "'ttith New Yl•rk banka . 

t•.) About •• 111U1on tran•ftrrtcl trom accou.ntl ot Britilh tt.athor1~td bank• with ~· YOrk but.. 

(n) 82 ld.Ulon t rendtrnd troa the e.eeoW'It ot a Britbh authorhtd bult with a Nt w Tort b4nt. 

'c: lJ l'ld 91 //Xj OI'EI 
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( " .::. CrCAe 

30 Rockefeller Plnza 
!lew York 

. .z. H. ~!erle Cochran, 
'rreaaury Department , 

Wnabincton, D. c. 

!teor );er le : 

l , :r;."l'dElU.Al!DS EAST IL'DlES 

llonabor 14, 194<>, 

You have doubtloae read in tbit ~orning'a oewonapora that 

the negot b tiona between the !1, 11, 1, nutboritiaa and the oil COIIIJ>anioo 

on the ono luuld and tho Japaneoe Oonri!JlO nt nnd Hi toui on the other, 

ban nov been concluded, I u told tw t the omd.erotanding we been 

initi aled but no foraal oontracte ban been dra>tD up .. yet, '!be 
arrangeunt ia for a :period of oil: montho l!lld prortdoo for IIUP!>l101 

of crude oil and producto at the rate of 1,800, 000 tono por eniwm. 
Heretof ore tho a~~~~ue.l tu~~ount hao been around 5()0 , 000 tone ao that the 

Japeneaa have obtained a ~n~botantial inoreaao althoush their original 

duanda were for 3, 500,000 tone. !lo aYiaUon &eool1no 1o included 

end J187Unt 1o to be .,.,do 1.11 do Uero in llov York before the nooelo 

( are loaded, In fact the J~q>aneae are to ""!'1>11 their ovn to-. 

2. ARGEliT I~ 

With reference to the Argentina , we have juot received 
advice froa our people that they ban roached an OQIOHnt covering 

ex~ a t the otficial rate for :pe troloua U:porte up to the end of 

this yoar on the baaio of SO,: in dollar• 1.11 c:aab &Dol so;. in 3-yaar 

dollu notaa of the Argentine Treeoury, v1 th i.Dtereat at 2- l/2'/o and 

3o-~ amortisation a t the u4 of the oecond year. The a&u agate ""'ount 

involved for uo up t o tho end of l 94o will be cloeo to $5,000,000. 
Tbh t alceo cere of our co111pa11iao for thil yanr in a rta eonabl;r oatis

f actoey 113llllOr and vt IIUIIt now concern ouroalvoa with tho arrangeCIInto 

ldlicb can be •4• for nut year. I prlluae the anthori Ueo in Buono• 

Airea vUl vant to await the outcoH of tho ;.reunt diacuooiono 1.11 

Veohington be!ore they d.ocide ldlat the)' can do ! o r ua in 1941, 

J, GlU!A!r BRITAIN 

Copy to : 

111 regard t o tho reco11t vioit o! Sir Androv .Apov and the 

d&J>alld t het va hn ao• atarlia& 1.11 pq.-11t of our ellj)orta to the 

Ul11ted x~a, we have beard nothia& turtbor about the ,...uer. 

Vo have had no turthor vord ragozding tho poaeible ael e o! 

our pro:pe rtiu. 

~.r. o. ~ .Bau iait b!Ully ;roura, 
(oicno4) J. E, Crane 

09P1: Jba 
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• TREASURY DEPARTMENT 

~~'nON 

.. ::N :: :h 
In ru~~ponae to 7our requeat ot Deoeaber 26, 1939, 

there u auba1tte4 herewith tor the D1T111on of Reeeuah and 
stat1et1oa a aeaor.andua l1at1Jig, w1 th br1et deeor1pt1one, the 
studies or proJeoh ooapleted or under WQ, and the naaee ot 
person• working o~ eaoh, tor the aonth of Ootober l 94o • 

• 
I 

• 

• • 

. . 
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DIVISION OF RESEARCH AND STATISTICS 

For coDYenienoe of reference, tbe atudiea listed ere 
grouped under general subJec t beade. 

The namee abown f or perecns vorki~ on each pr oJect 
include only t hoee who participated fairly directly, as 
explained in the introductory note to t he correepoDd1ng 
r eoort submitted on December 2~ , 1939. No attempt has been 
made to cover also persona whose responsibility in eaoh 
particular case vas mainly i~ planning , eupervising , or con
eult1ng . 

Financial Analzsie 

I . ProJects or studies completed 

1. Reviewtof current develooments in the h1gh-grade se
curities markata were prepared, and memoranda were . 
transmitted to t he Secretary on October 1, 15, and 29 . 
Mr. Haas, Mr. Turner, Mr. Purvie 

2 . 

These reviews cont ained, in addit ion to analya1a of the 
current sit uation, the following spacial s tudies: 

( l ) 

(2) 

(3) 

Decline ot autual savings bank dividend rates 
(Review of October 1, page ~). - Mr. Purvie 

Canadian war t1nanca (Review of October 15, 
page ~). - Kr. Turner 

Canadian war eftort (Review ot October 29, 
page ~) . -Mr. Pu.rv1a 

• 
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- 2 -

four propo .. J.e ot t he JIJ'C thet th 
Treaeur, requeet that cor e SeoretarJ ot the 
etook ot banke were examl~~~ationMrto purohaea preferred 
Mr. PurY18 • - • Murphy, Mr. Turner, 

At the request ot the Seoretar 
11111.de to secure pariodlcally ~~~ :~~~~:!' ~~ been 
Collllll1sa1on certain 1ntorut1on ra!!!_r41ng ha aeing 
t he United Statae b~the British Emoire- pugc 

881 
1n 

Mi'. Llndov, Mi'. R&r- • - u- . HilU, 

(1 ) Weekly •.tataments are received covering in dollar 
YOlume the itemized puroheeee by British Empire 
GoYernmante through the Commission, the itemized 
purchaeee made by these Governments with the 
knowledge of the Commission but not through ita 
facilities, and inquiries made by the Commieeion 
or w1 t h i te knowledge t or future ourchaeee. 
Similar statements are received ehowing, by 
itemized contracts, the dollar Yoluma of deliY
eriae made with respect to orders olaced by Great 
Britain through the Collllll1aaion. '!be detiG.a with 
respect to orders end deliYeriee are classified 
by soma twenty-five comnodity groups designed 
especially tor the purpose. 

( 2) 

These data are reviewed and edited in the DiYia1on 
each weak and reports o.ra then prepared summaridng 
total orders by the British Emo1ra, classified by 
commodity gro~e . A separate statement shows the 
deliYery etatue ot orders placed by Great Britain 

. through the Comm1se1on, clauif1ed b7 the commocUtJ 
groupe. 

During October statements shoving weakly ordere 
placed in tbe United Statea were prepared tor the 
weeke ended September 21 and 2U, and October 5, 12, 
and 19; t ables showing the delivery etatus of order• 
placed by Great Britain (excluding Dominions) through 
the British Purchasing Commission were prepared tor 
the weeks ended September 7, 14, 21, and 2~ , and 
October 5 and 12. These tables were transmitted ac
cording to 1natruotiona by the SecretarJ. 

The Coaa1ea1on also supplies the DiYieion each week 
with the data required to prepare at.tements giY1ng 
the datalle ooncarnlng the pbJeioal YClUM of air-
olana and airplane anglns order• in the United Statu 
by the Britleb Empire. The material tor these etate
mente 11 contained in a group ot worksheets prepared 
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(3) 

( 4) 

- 3-

by the Commleeion, but it ia necessary tor the 
Division to consolidate and coordinate t he in
f ormation contained 1n the Comoission •e state
menta. The tin1shed tables show, by eomnany and 
by t YPe ot plane or engine, t he volume ot orders 
placed and the volume ot deliveri es made, by 
months beginning with Sep.tember 1939 , and by 

300 

weeks tor a current period. Other tc.blee s'low 
the number ot planes or eng1nee on order and the 
scheduled deliveries with respect to those orders. 
Similarly, t ables on options sho>1 the number ot 
planes or eng1nee under option and t he delivery 
schedules. Orders tor secondhand planes and en
gines anddeliveries t hereon, aa well as scheduled 
deliveries with respect to untilled orders, ere 
shown in separate tables . Suwoary tables show, 
1n one table each, the moa t 1moortant lntorcation 
on planes and on e ngines, respec t ively . In addi
tion to su~iz1ng the data 1n the de tailed tables, 
the sum.llll.ry tables present 1ntormat1on concern!~ 
the number ot nlanee or engines which have actuallY 
been shipped and, in the case ot planes, t he country 
ot destinati on is shown. 

During October tables giving det~s and summaries 
regarding purchases or airplanes and airplane 
engines were P. repared as ot September 28, Oc tober 5• 
12, 19 , and 26, and >~ere transmit ted according to 
instructions by the Secretary. 

Reports are prenared each week showing commitments 
by Br itish Emnli-e Governments tor capi tal expendi
tures in the Un ited States and tor extraordinary 
charges designed to expedite deliveries troc United 
State• comnaniea. The data tor these statements are 
orovided by the Commission but the tables are actuall7 
prepared in the Division. 

During October t ables shoving caoital comoitcente 
ae ot September 21 and ~. October 5o 12, and 19 , 
were prenared and were tranamitted according to in
structions by the Secretary. 

~!onthly statements are al.so prepared w1 th respect to 
certain activities ot the Oomm1asion. One ot t hese 
s t atements shows estimated British payments torb~h 
made in the Unit ed States on balances due as o e 
end or t he preceding month. This statement showra 

t menta made to date, the val.ue o 
t he amount o pay id al. amounts or bal.ancea 
orders to date , and the rea u 
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due, to~tber. Y1th the uti-ted achedul.e or 
tuture P&11lenta. The •terial tor the table 
1e obtained troa the Collllliaaion but the table 
ie aotuall;r set up in t he Dhleion. Thia table 
vae not prepared 1n October in rtev ot t he tact 
that the pa;rment data vera incorporated in a 
special analysis summari zing British reauiremsnte 
as ot October 1, 1940 (described below}; orepared 
by the British Purchasing Commieaion with. the 
aeeietanoe ot the Division. 

Another monthly statement ehove t he physical 
volume of i .ron and eteel ourohasee 1n the United 
Statee by the Britieh Government and the deliveriee 
which have been made. This a tatenent is brought up 
to date each month v1 th nev data supplied cy the 
Couiee1on. A table vae prepared ehoving the atatua 
of iron and steel purohaaea ae of September JO, 
1940, and vas tranellltted on October 11, 19110 ac
cording to instructions by the Secretary. 

Special analyses are alec prepared from time to t ime. 
Soeoial statements vere prepared during October ae 
follova: 

(a} 

(b) 

(o) 

Tables shoving deliveries of airplanes and 
airplane engine e mnde to the French Govern
!Dent through June 30, 1940 were prepared on 
October 10, 1940 and transmitted according 
to instructions by the Secretary. 

Statement& eummar1zing Britieh requirements 
ae or October 1, 1940 vera prepared tar the 
Secretary by the Brit18h Purohaaing Cc!lllll1esion, 
Y1th the aeaiatanoe ot t he Division, on 
October 17, 19~0 . These tables were trans
mitted to the Coamieai on on October 1~, and a 
ooo;r was returned to t he Secretary by the 
eoiiuaiaa1on the same day. 

Statement• shoving summary of Brit1eh Govern
ment orders, deliveriea, and additional re
quirement& , aa of October 1, vere prepared on 
october 26, 1940 and transmitted to the 
Seoretar,y on October 28, 1940· 

Regraded Uclassified



( 
- 5. - 302 

5· At 

6. Arrange~ents have been made to obtain weekly statements 
covering t he itemized urohasea in t he United States 
thr ou various Dutch nuro as n a enciea, and t e de-
iveriee made on t hese orders. n ese reports , all 

orders and deliveries are claaa1tied in the same t >tenty
tive commodity groupe designed tor the pur pose ot report
ing British orders in t he United St ates . The tirst re
norte, showing untilled orders ot t he Dutch Government 
purchasing missi ons as ot Septembe r 2e, 1940, were re
ceived on October 25. - Hr. Lindow 

1· At the request ot t he Secretary on Hay 23, arrangements 
were made t or securing weakly until Sentember 11, and 
at tar t hat fortnightly, trom more t han- torty a irnlane 
nnd airnl&ne engine manutaoturere data on deliveries, 
new orders, un.tilled orders4 an4 e s ti11ated deliveries 
by months on the untilled orders. Ari&lytical tables 
are prepared every o t her week showing t his information 
by t ype ot plane or e ngine and by class ot nur chaser. 
Reports tor t he fortnights ended September 2g , October 12 , 
and 26, were pr epared during October and were transmitted 
according to ins t ructione by the Secretary. - !t.r. Haas, 
J.!r . Tiokton , Mr. D. J . Leahy 

111 . At t he request ot Under Secret ary Bell, va.rioua memoranda 
a nd charts were prepared tor us e i n the Friday d1ecuee1on 
grouo , considering matters ot general interest 1n connec
tion with defense finance . - Mr. Hans, !-!r. •:urphy, Hr. Dagg1t 

The material nresented during t he month included t he fol-
lowing: -

(1) 

(2) 

•11hat Should We Do Nov about Inflation•, an analye18 
wh i ch considered t he pr oblem ae a whole, ita mone
tary and its nhysi cal aspects , the last with special 
emoh~sis on the possibility ot canac ity shortages 
in steel, zino, copoer, and lead. ~~:emorandum at 
meeting on October 4). - Mr . Haas , hr . l-!ur nhy, 
Mr. Dnggi t , l·lr s • ~lay 

A chart showing t he movements ot selected economic 
indices i n t he United States trom 1913 to 1922, 
inclusive, and annotations t o accompany _t he ch~;· 
(At meeting on Ootober 4).- Mr. Haas , ~.r . ~!uro • .., . 
Mr. Turner 
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()) Charta ehowing the ~•eaenta or commodity prieea 
and related price ractora during the tlra t World 
War , with a memorandum gi•lng a chronological 
interpretation or ooamoditr price DOTemente troa 
191) to 1922, incluaiTe. (At meeting on October 11).
Mr. Haas, l!r . Dagglt, •tra. Mar 

(~ ) A · chart showing the movement• ot 1ntere8 t rates in 
the Un1 ted States during the pe r iod 191) to 1922, 
inolueive, and annotations to accompany the chart, 
(At meeting on Oct ober 11). - Mr. l~hJ, v~. Turner . 

(5 ) A s t udy or present action needed to forestall in
rlation, which included an analyUe ot t he current 
aporoacb to capacity by maJor industries represente~ 
1n the FRB lnd.ex or induatrlal production, new baaie, 
with a oarallel statement tor eteel, cot ton t extiles, 
and zinc in the first Wo rld War peri od; and an inter
pretation ot t he present oouoditif price eltuation 
with epec1al attention to hidea, wool, zinc, cooper, 
and steel. (Memorandum and ~ large oharto presented· 
at t he meeting on October 25) . -Mr. Haas, Mr. Daggit, 
Mrs. May 

(6) 

<tO 

(9) 

A study or selected components or the FRB unadJusted 
index ot industrial production, new basis, tor 
September 191!<> compared w1 th the· peaks 1n 1929 and 
in the period 19)7 through 19)9 · (Chart presented 
at the meeting on October 25). - Mr. Daggit, Mra . May 

A study was made or the movement or basle collllllodity 
pricea, showing oomoonents ot BLS 2~ bas1e commoditiea 
weekly trom Septe!Dber l 9J3 , daily trom August l94o 
to the present, and the percentage change tor 1n
d1T1dual ooliiDioditlee troa t.lte August 19110 lov to the 
preaent. (Chart preaented at t he meeting on October 25)·
Mr. · Daggit, Mrs . May 

h1 t mmodlty prices and the coat ot 
Relatione P o 00 thl (<hart presented at 
living, 19)5 to date, mon Y• D it ~!r u.-
the meeting on October 25). - •tr. agg • 8 • """ 

A tuA• ot the •basic price• tor coppe~,eatimated 8 ~ hi t production, del iveries, 
trom past relat ione ps 0 t hl (Char t presented 
and stocks, 1935 to dat

25
e,) mon Mr YDaggit Mre. 1~ 

at meeting on October • - • ' 
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A memorandum vas prepar d i 
reques t ot Under Secrete n connection v1th a 
t he d1stribution amon ~Y Bel l ot June 24, on 
investors ot increase~ inet~:r~~~=c~l~~es ot 
guaranteed public debt since June 30 1933 d 
was transmit ted to t he Secretar y and ' the u' dan 
Secretary on October 3· - Hr. Murphy ~!r nTuer 
~!r . Purvis • • rner, 

304 

(11 ) At t he request ot Under Secretary Bell on 
October 4, a memorandum was preoared on t he be
havior ot high-grade bond prices during oas t wars 
and was transmitted to him on October 17 _ 1'~ Ha' 
Mr. l~urphy • - • as , 

( 1 2 ) A a tudy was completed c t oroblema encount ered and 
solutions devised 1n connection with war borrowing 
and vas i ncorpor a t ed in a memorandum on borrowing 
oroblems and methods ot t he United States Treasury 
during the Worla War, which vas t ransmit ted to 
Under Secretary Bell on October 23 . - ~!r . Haas, 
Mr. llurphy, Y.r. Purv18 

9· At the request ot t he Secretary on October 21 , a memo
randum was pr epared showing defense apnrooriations made 
einoe January 1, 194o, and was transmitted to him on that 
date . - Mr . Tickton 

10 . 

u . 

12 . 

At the request ot Hr. Blough on October 25, a tnole was 
prepared showing the computed annual interest char;::e on 
the direct and guaranteed debt on February 2•, 1933 and 
Seotember jO , 1940, classified bS type or t ax exemotion, 
and was transmitted to v~ . Bloug on the date or his re
oueat . - Mr. Conrad 

At the request ot Mr. Broughton on September 14, a memo
randum, with tables and charta, was prepared tor Under 
Secretary Bell showing prooosed schedules or redemotion 
values ot United States aavl~a bonds vlt h vari ous 
epeoitled tlnal maturity yiela , and analydng t he current 
ooeitlon ot savings bonds relative to the yield ot market 
eeouritiee, and was transmitted to the Secretary and ~~e 
Under Secretary on October 3· - Hr . ~!uroby, ~!r . Brown, 
Mlsa Eyre 

At the request ot Under Secretary Bell on October 22, a 
memorandum vee preP.ared on a proposal tor a tyne ot 
United States aavtngs bond with a current inter est 
rate, and vas transmitt ed to h1m on October 25· -
J.tr:'"i!urphy, Jot-. Purvia 
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( 13 . At the N qll .. t ot Ull4er lleoMtarr Bell 
011 

1~ . 

llaal, 

In re1pon1e to a requeat; b:r Mr. Fo1e:r on September 25, 
a ••oraD4ua waa prepared and tranalllitted to h1m on 
October 17 t or uee b:r the Leaal D1Y111on 1n preparias 
a reY1ew ot ~ 1ndebte4neu co•iz,ro•1ee otter ot the 
tria Forge aJid Steel CO~~p&n:r. - • Riii'Piii, Xr. Co~ 

II. ProJect• or atud181 Wider va:r 

1. bonda and 

2. 

). 

4. 

5· 

6. 

1· 

~. 

Stu~ t t;b.e ettect ot the utul'i tr. call !l!r1od, cour.n, 
pnlliU:, and iize ot thi 1i1ue on tile pr1cea and z1e1 • 
ol U. 8. aeour1i1ea. - Rr. Conr&a 

Xe-ar~ oaparing and contra1t1ng w.r and deoreaa1on 
det1o1t-t1nano1ng. - Mr. llul'pbT / 

Renew ot wAl'-t1nlllo1nfLMuurll in be~~~ir~~~;~=--
Li the Jll' .. ant war . - I!Ji, lfiirptii • Mr. 

_ An anal.:r•11 ot tactor1 atfeoUng 
State• eAY1nga bonde, a • a 

gu14e to tllture eltp8r1enoe. - Mr· Conra4 

D1Y111on ot stat11t1cal Stllldal'de, 
a renew 11 balD« 

•, to be 
~'iF.:--::-v... l6lrphJ 
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9· At the request ot Under Secret&rJ Bell on October 9 
a memorandu.. is being prepared on the increase ot ' 
money in circulati on 1n the United St t _ a u . - l!r. Turner 

10. 

11 . 

12 . 

At the request ot Under Becretar.r Bell on October 1~. 
a memorandua is being prepared on a memorandum suba1tted 
b? Mr. John ETana , President ot the First Nat ioniii BanJt 
o DenYer, Colorado, in reference to United States Qoyern
ment bonds now owned by the Federal Reserve System and 
1te member banks , and euggeatione oonoern1ng a refunding 
and oho..nge in torm which would appear to be in interest 
ot the Treaeur.r Daoartment, the Federal Reserve System, 
the member banks, the Federal Depoai t Insurance Gorpora
tion, and the public generally ~os e money is deposited 
in member banke. - Mr. Murph3' 

At the request ot Under Seoret&rJ Bell replies are being 
prepared to certa1n ouestions asked ~be \f:a.er Coaait tee 
preparatory to 1ts 1nYest1gation ot b i.ng an liiOnetar.r 
oondi tiona pursuant to Senate Resolution 125. - Mr. Murphy, 
Mr. Turner, Mr . Conrad, Y.r . Purv1a 

At t he request ot Under Secretary Bell .on October 11, a 
memorandWII 1a being prepared on e~geeted changes w ioh 
should be made in the laws attect ~ t he nubl io debt in 
the event ot a ~evia1on. - Mr. MUrphy 

A reYiew ot a report by the Bureau ot Aooounta on s.~269 
(to extend the Social Security Aot), at the request ot 
Senator Harrison, Chairman ot the Finance Committee, is 
being made 1n response to a reques t by the Bureau ot 
Accounts on September 10. - Mr. Murphy • Mr. Reagh. 
Mr. Brown 

ReYenue Eet1matee 

I. Project• or stud1ee completed 
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The regular C?ntbly de tailed comoarlson or es~icated 
r nd actual receiote ln seo tember 1940, ~nd t or t he 
oeriod July- Septenber 1?40. based on t he collections 
cl~>os1t1cotlon, >~as oreoared. - !:r . 1·11oon, 1:r. Delcher 

A oreli minary revisi on of t he 
ceiots for t he tlscal earo 1 

e !rector or ~~e udge t in 
~\ddressed t o. the Secretary on Sel)tember 7, and l<as for
warded to Uncter Secretary Bell on October 4, in a 
~ette~ prepared for signature of the Secretary . _ .:r. Haas, 
:r . C Donnell, !-ir . Dagg1t , l·:r . T. r' . Leahey , J.:r . 1:11son , 

.:r . Bron!enbrenner 

''t the reruest or th~ Bureau ot .-ccounts on Augus t 29 , 
l n connection >:i t h tne 19h2 Bud.,.et , Pst1cates were nade 
of ( 1) t e.x collections under t !ie Federal Insurance COn 
tributi ons Act ( f ormerly Tltle V! II of the Social 
¥ecurity A~t), for t he tiscc! yeere 1041 end 1942; {2) 
t ax~o to be collected from crrriera and t neir ec, loyees, 
!or t he fiscal years 1941 and 1942; and {} ) emoun t s to 
be deooslted in the Unemoloyment Trus t FUnd under t he 
Soci~l Securi ty and PA1lroRd Unemml oyment Insure~ce 
nets , for t he fiscal yerrs 1941 And 194?.. T~e e sti oateo 
•·t>re incoroorated in a :nemornndum to l:r . l~X>rell , .,.:,ich 
\'1\0 trnns r.J·lt ted on October 3 .-!Jr. \•:noon 

6. At the renuest of l·!r . Heffelfinger on October 2 f: , ore
l1minary es timates 1-1ere oreoared o f the monthly distribu
tion or r evenue during t he tiooal years 1~41 and 1942, 
nnd "·ere transmitt ed on that date . - ~lr . Delcher, J.!rs . !·:ey 

7· Tentative estimates of reoeiots f or the fiscal ve~rs 1 4 
~n 1 were oreoared at e reauea ot nder Secretlli'Y 
ell a nd >'ere g iven him orallY on October 14. :n connec

tion t:1th t he comoonent n!scellaneous inter!'lal reve,.,ue, 
the estimates involved t he ~aking or a s~ecial study to 
dPtermine the influence on Federal r evenue collections 
? f taxes uoon consu~ers i n t hese yec re . - t~ . Haas, 
t.:r . Do..-.poit, l·:r. ·,:nson, !:rs . l:ay 

~ At t he reoueat of t he Div18ion of Tax Research on 
Seotember 20, a r eview was made of a orooosed revision 
of gi ft tax Table 2 for Statistics or I noome pursuant to 
reco:nmendntlons made t o the General Committee on 
Stntistioo of Income by its subcommi t tee on estate and 
P'1ft te.x tabulations, and wao transmitted to Jlr . Blough 
on October 3· - !~ . O' Donnell 
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aa ~ater propose to o aine 
and Exchange Co-.ies1on, are being rnlawad in accord
ance vlth requeata »7 the DiTialon of Tax Reaearoh on 
JulJ 12 ..nd 17. - Mr. '!'. r. LeahaJ 

At the requea t ot t h e DiT1a1on ot '!'ax Research on 
JulJ 12, an aetaate 18 be1N>: u da ot the additional 
rennua .tiioh voU14 be deriYid It mutuiil lneurance 
oo111panha other than lite lnauranoa oo~~panlea taxable 
under Seo1;ion 207 ot the Internal Rennue Coda vera 
made taxable in the same manner as atoolt insurance 
co11paniea other than lite 1naurance companies taxable 
under Section 20~. and at the same tlme the exemption 
under Section 101 (U) were restricted to local mutual 
companies ot the aaaesament type . - Mr . '!'. F. Leaher 

I . Projects or atud1 .. oo~~plated 

Mall0ran4a on the buaine .. aDd ¥r1ca 81tuat1on were pre
pared and ware tranaaitted toha 8eoretar1 on October 7 • 
1~. 21, and 28. - Mr. Haas, Mr. Dagg1t, Mra. May, 
Mr. Chnraux, Mr. Sm1th 

I 

• 
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These m•ordda oontuned in ad41 t1on to analJe 18 ot 
the current eltuation the following apeo1al atud1ea: 

(1) 

( 2 ) 

(3) 

The movement of non- terroue aetal pricee com
pared with the movement ot the BLS index of all
commodity pricee during the tiret World War. 
(Chart in memorandum ot October 7) - Mr Daggit 
Mrs. May • • ' 

Relationship ot commodit7 prioee and the coat ot 
living, 1935 to date, monthlJ. (Chart in memo
randum ot October 7• Alae lieted above under 
Financ~al Anal7eie, aection I, aa item g~g)). -
Mr. Dagg1t, Mre. l·!a7 

FHA reporte on ne~ haaea under construction and 
new homes to be buUt through 1te tacUitiea, 
1939 to date , weekl7• (Chart in memorandlllll ot 
October 14). - Mr. Daggit, Mrs. Ma.7 

(4) Production and pricee ot copper, lead, and zinc, 
monthl7 from 1936 to October 1~, 194oo (Chart in 
memorandum ot October 21 ). - Y.r. Dagg1t, Mrs. MaT 

( 5) 

( 6) 

A stud7 ot the 1 baa1c price• tor copper, 1935 
to d.a te, month17. (Chart in meoorandum ot October 21 . 
Aleo deecribed above under Financial Anal7s1s, 
section I , as item ~(9)). -Mr. Daggit, Mrs . I~ 

Movement• ot oommo41ty prices and related price 
factors with chronological interpretation tor 
period 1913-1922. (Revieed charta and annotations 
in memoranda ot October 21 and 28· Also described 
above under Financial Ana!7eie, section I , as item 
~(3)). - Y.r. Daggit , Y.re . Y~ 

A etud7 of selected ooaponente ot the FRB unadJua ted 
~ndex ot industrial production, new basis, tor 
September 194o compared vi th the pe aka in 1929 and 
in t he period 1937 through 1939. (Chart in memo
randum ot October 2~. Alec lie ted above under 
Financial AnalJsie, eeotion I, ae item ~(6)). -
Mr. Dagg1 t, Mrs. Ma1 

• • 
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At the requeet or the Seoreta%'7, arranae•nte baYe been 
made with the Bureau or t.bor 8tat1atioe or the Dece.rt-
1118nt of Labor tor the eeouring o f 110nthl7 data on the 
nuaber or taotorT vorkere eaoloyed in 25 or the 1 e 
airplane and airplane engine plants. on the baei~t 
then data, and or a ceneue prepared at the 'l'reaaw~' 1 
requeet b)' the Bureau ot Labor Statistics 
191i<l. 

Ooto'l>er 10, aooording to 
the Secretary . - Mr. Tiokton 

4. At the request or the Seoreta1'1 on October 1g , three 
tablee were prepared and were tranemitted to him on 
that date ebowing eat1ated eaolo71118nt and the 
percentage chang e tor selected periods tor the tol-
lov1ng indue trial groupe: total non-agricul tur&l, 
total taotorr, iron and eteel, eb1pbulld1ng, airplanea, 
airplane engines, -chine tools , a1ua1num, and e:zploaiYes . -
Mr. Dagg1t , Mre. ~ 

5· At t h e request of t he Secretary , a table ie prepared 
eaob week eu.mari~ing exports or petroleum oroducta, 
ecrap iron~and scrap steel, troa the United States 
to Japan, the U.s.s.R. , Spain, and Great Br1 tain, aa 
1nd1oated b7 departure permits reported dally b7 the 
Office ot Merchant Ship Moyementa. 'l'he tables were 
prepared tor the weeks end1Dg October 5, 12, 19, and 
26. On October 7, ,14, , 21 , and 2~, the or1g1nal and 13 
photoetate were t ranemitted to Aeeistant Secretary 
Gaston. In addition, each week two pbotostate were 
tranemitted to Mr. Young, one ot which was tor 
Mr. PurYie. - Mr. 'l'iokton, Mise Xa1lay, Mr. D. J. Leahy 

6. 

Mre. ~. Mr. CheYraux 

a. A memorandWD entitled 
Inflation• vaa prepared, 
1iate4 UDder Financial Analreie I, a• item ~ 
and vae tranea1 tted to the Secretary and the un,iar 
on October 16. - Mr. llaae, Mr. o.an, Mz-. Murph)' 
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A memorandum, m th charts, vae prepared r l,lng a 
chronolo leal 1nteroretat1on or commodity orlce 
mo,ementa from 1 o 1 , an was ranamJ.tted 
t e ecretary on October • This study was used 
1n connection wit h item 8 2), section I unde 
Financial Analysis , and itsm 1(6) under'Econo~ic 
Conditions . - Mr. Haas, l·lr . Daggit, 111-s . l!ay 

to 
also 

3:11 

10 . A s tudy was made of the mo,ement ot basic commodity 
orices , showing components or BLS 2g basic commodi tie9 
~;eokly from September 1939, dailY tron1 August 194o to 
the preeent , and the percentage change tor indlvidual 
commodities fro m the Auguet 1940 1o>; to the present 
and ~as shown in a chart. The results or t bi.s stu~ 
>:ere used in connection wi t h t he memo1•end.um to the 
Secretary shown ae i t em 11 below, in t he business 
~emorPnda or October 21 and 2~, and a t the meeting or 
t he Friday d i scussion grou!) on October 25. - :.:r. Daggit , 
~:ra . !!ay 

11 . At the request o r t he Secretary on October 15, a memo
randum was preoared showing movements of comnodity 
orlcee and living coste , and was transmitted to him on 
October 16 . - !l..r . Haas, !~ . Dagglt, l'.rs . !l.ay 

12. At t he re quest or t he Secretary oomoilations were mads, 
Fnd were transmitted to him on October 21 and 22, 1n 
tables w1 t h notations sho>ring buoiness t rends since 
~. a s follol'ls: FRB index of industrial oroduction 
\neW) ; American Iron and Steel I nstitute steel pr oduc
t i on; Standard Statistics cuarterly esrn~ngs or 1ndu9tr1al 
end u t1li ty corporati ons; BLS r ec t ory oa,vrolla; iUCB cos t 
ot living index (on 1923 and 1926 baees ) : Deoartment 
·or ~riculture taro lncoce ( ? otries): BLS t:holesale 
prices of raw materials and finished pr oducte; BLS 
f actory average hourly earnings; F. w. Dooee residential 
constr uction contr acts awarded; and FRB !)reduc tion of 
non-durable manufactures. Included were the toll0¥1ng 
business data fo r more recent years: ELS esti mated 
emoloyment in Seotember l 94o tor selected industries, 
showing percent increas e since Augus t 19)~ and August 
1939: tliCB estimated to tal employment and unemployment 
in Augus t 1940· and WPA emoloyment by months, 193g to 
date. - l·!r. ~as, l·lr. Daggi t , 1-tro . !lay, l"1ss Hagedorn 
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A toreoaat vae -.de ot the t ollowi n 
aeri• for iie t1so8l;reara 1943 ~ ffiilr'-7~~~-
eatl .. ting tax reyenuee : PRB inde:not induatr~ae 
pro4uo~ion , new and ol d baaee ; BLS index ot wholeule 
prioea, an index ot 1he Yalue ot industrial production· 
BLS index ot taotor:r payrolla; Department ct Commerce ' 
aer1ee ot aalariea and wagae; Standard Stati stics index 
ot 419 stock pr1oea; and Pederal Reserve series on bank 
debita outside New York Oit;r. - Mr. Haae Mr o it 
Hrs . Ma;r, Mr. Smith ' • agg • 

II. Projects or atudiee under wa:r 

1. Index or untUled orders. 

2 . 

An att•pt ie b eing made to imprOYe our information on 
t he YOlu• ot untilled ordere b;r working out a comooeite 
index baaed on data !rom individual industries. - · 
Mr. Daggit 

Foroee deteraining trends ot basic commodit y oricee. 

This project inYolvee a etud;r ot (1) the t orcea de
termining general commodity prices and (2) the toroea 
determining the prices or individual commodities. 

With respect to (1), general commodi t y prices, an 
anal;rais ie in process ot disparities between demand 
and production aa a basic price !actor which, under 
exoeeeiYe war demand, might lead to inflation. For 
use 1n t h is ai1Uya1e two indexu or demand are being 
oonatruotad: An index ot export demand which ex-
pr81888 the exports or manufactured goode 1n physical 
volume, and the index ot consumer bu;r1ng in term& ot 
ph;rai oal Yolume, which 1e part ot 1he project on 
maaauree ot consumer buying listed as item 3 below. 

With respect to (2), prices ot individual commodities , 
ehipmenta ot a giYen oo~~modity, or daliver1ee to oon
auaera, are taken aa a measure o r demand, to be cos
pared with producti on. Ten baeio commodities have been 
eeleoted tentatiYely tor etud;r , and thie wrlt ie in 
prooaaa. - Mr. Dagg1t, Mrs. May , Mr. Smith , Mise Hagadorn 
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3. Y.eaauraa ot oonau.ar bUling. 

4. 

A proJaot ia under w., With the obJeot ot developing 
(1) an index to aeaeure the buying power ot oonaumera 
in terM ot phye1cal 't'Olume or purohaeee, atter cor
recting tor 1he ettect ot ohangu in price on the a 
parent demand; and ( 2) an index to meaeure change a p
in to tal oonaUIIIer expenditures, in dollar volume. 
Theee two indices Will supplement our present "index 
ot aalea• , whioh is designed to measure the •otttake• 
ot manufactured goods into various consumption channels. 

Studi es on a monthly basis have been nearly ocmoleted 
on individual components ot two phye1cal volume· 1n
dexea ot consumer buying, one corrected tor the effect 
ot price ohangea, and the other corrected both tor the 
ettect ot price changes and t or the ettect ot changes 
ln nntional income. The weighting ot the indiVidual 
components remains to be done. In addition, with 
respect to the index ot consumer expenditures i n dollar 
volu.me, substantial progress has been made 1n develoo
ing individual series, 1n determining their suitability 
tor inclueion and the necessary adJustments . The pur
pooe 18 to cover as large as posSible a prcoortion ot 
the purchc.ses ot ultimate oonsumere. - Y.r. Daggit, 
!{ra. J.!ay, 14r. Smith 

rices and rica rectors 

Thia proJect is patterned after the general study ct 
prices and prioe tactora, 1913 to 1922, made in 
October 1939 , but deale With six individual basic 
commodities - wheat, cotton, hoge, steal, copper, and 
~inc. The proJect is deaigned to determ.1ne the principal 
orice tactcra associated with the wartime rise and sub
sequent collapse ot prices ot th eae commodities. -
l!r. Deggit, Mrs . Ma7 

5· Index ot commodity stockS. 

This proJect ia designed to develop a composite index 
ot balio commodity stocks as a measure ot one important 
taotor in the general prioa level. Stocks ot sixteen 
important industrial materials, expressed in terms ot 
their net effect on prioes , are being compiled tor this 
index. - Mrs. May 
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6. Index of goods 1nYentori ... 

A better index of innntonu ot f 1nhhed od 
ae an indication ot bue1neu aaladJuet11enf., !i ~ :-::.~
down ae between 1nnnton .. of fin iahed goods held b7 
manutaoturere and those held b;r othezoe. An atte t to 
den lop euoh an index 1a und er va:r. - Mzo. Dagg1 t IIIJ) 

Index of buying on deferred oarmenta. 

A study of the volume of ineta llment buying and oonliumer 
cr edit haa nearly been completed. Tb1a atudy 1e designed 
aventuall:r to provide a monthl:r index of the YOlume of 
buying on defeZ'Z'ed payment. , which at times 1e an 1mpOZ'tant 
buaineaa factor . It ie in abe;ranoe at preeent oend11lf 
publication ot a new stud:r b;r the Departaent or commerce . 
Kra. KAT 

lieeltlr approx1matione of the FRB index o f industrial 
production. 

Project vas started during March and tor completion 
awa1 ted the new FRB 110nthly index which baa since b een 
releaeed. Tbla project is designed to develop an in
dex ot 1ndustrial, produotion that will indicate week 
by week the a pproximate level of the FRB index. I t 
will include a larger number of we eltl;r aeries than are 
included in any current buaineae indices , with we1ght-
1nga and seasonal adJus tments approximating those in 
the FRB index . - Mr. Daggit, Mr. Smith 

Olaaait1oations of soeoified export data by Commerce 
and Treuurz Departments. 

A new atud;r was aade during the JDOnth to determine bow 
to olaaeif;r e:mort data from the Department of Commerce 
to conform as cloe el:r ae poeaible to th e olaas1ticati on 
in the veeltl:r reports suuaridng exporte of petroletUt 
produota eoriU) iron, and scrap steel, from t h e United 
States t~ Japan, the u.s. e.R., Spain, and Great Britain, 
as shown by departure permits granted. Monthly etatietioa 
were compiled, on the Commerce classification d eveloped b;r 
thie D1Y18ion, from Januar:r 1937 to Jul;r 1940. A memo
randum is in preparation shoving t he Commerce aer1ea 
ohoeen, with an explanati on of diYergsnoea 1n the Commerce 
and 'l'reaaur:r eeriee. - Mr. Daggit, Mrs. MAY 

• 
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10. New orders in the lu.ber illlblatzz. 

Th1a proJect 1a designed to obtain currant f '8 
a aeaeona.l.l.7-a4Jueted buie f .... urea on 
for lumber production. Work ~r appraia1ng the outlook 
accurate detera1nat1on of aeae~~Je~~e~e ~r~ :r• 
involved obtaining new data for earlier y;ar lire n-8 Mrs . M1Q- • · - . • -...,g1 t, 

Actuarial Problems 

I. Projects or studies completed 

1 . Federal Coii!IBunioa tiona Commieei on. 

A request from the Federal Couunioationa Commission 
waa rec eived on Y.ay l~ to review an actuarial reoort 
of the Amer ican Telephone and Telegraph CospaJ17 re
garding recent changes which they have made 1n the 
valuation of t heir pension plan. Members of the 
Division ' • staff served in an advisory capacity. 
A final rep ort was aubm1tted to the Commi ssion on 
October 111. - Mr . Reagh, Mr. Brown 

II. ProJects or etudiee under W81 

l. Board of Aotuariea of the Civ1l Service Retirement and 
DiaabiUty FUDd. 

There ie pendlllg before the Board of Actuaries the 
matter o f approv1ng regulations wit h respect to the 
optional benefits payable under the Ci vil Servic e 
Retirement Act. The Comptroller General hae deci ded 
that a oaeh refund of voluntary contributi ons would 
not be perm1aeible under t he Act. On the baeie of 
thie deo1aion and otber information the Board of 
Ac tuari ea 18 now deciding whether to a pprove the 
regul ations. - Mr. Reagh 

2 . Board of Actuaries of the Civil Service Retirement 
and Diaabilitl FUDd. 

The Board of Actuaries 11 laYing out &! t ailed plana for 
tabulating and prooeeaing data tor uu in prepariag 
the regular fin-year valuation of the Oiv11 Service 
Retlreaent Fund tor the purpo .. of &tte1'111ning the li
abilitlea o f t h e Government under the Civil Service Re
tirneat law. Under the 1aw, euob a valuatiOn auet be 
prepared a1 of July 1, 19lw. - Mr. Reagh , Mr. Brown 
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3:16 
• Board or Trustees or the Federal Old-Age 

Ineuranoe TrUst FUnd. -- and SurviYors 

In cooperation w1 th tbe members or t he staff or Ule 
Soo1al Security Board~ there is being prepared a draft 
for the first annual report of the Board of Trustees. -
Mr. Rensb, Mr. l~urphy, 1-!r, Brown 

4. Actuarial valuation or the Foreign Service Retirement 
and Disability FUnd. 

The Foreign Service Retirement law, as a poroved April 24 
1939, Secti on 26(m), orovidee that the •Treasury Depart-' 
cent shall prepare the estimates or t he annual appropria
tions required to be lllllde to the Foreign Service Retire
ment and Disability Fund and shall cake actuarial valua
tions at intervals or five years , or oftener if deemed 
neceeaary by the Secretary or the Treasury•. An outl~e 
of the data required for making an actuarial valuation 
has been submitted to the State Depar~ent. A preliminary 
es timate or the appropriation required for the fiacal 
year 1942 has been prepared, and has been submitted to 
t he State Department. - !~ . Reagh, Hr . Bro>.'ll 

Ret irement System for Fie ld Emoloyees o f t he Farm Credit 
Administration. 

I n response to a request from t he Farm Credit Administra
tion on October 10, assistance is being given in devising 
a retirement system covering field emoloyees in that 
organization. During the month several conferences were 
a ttended by a member or t he staff, - !~ . Reagh 

6 . Retirement System for Haitian Government Esployeee. 

The State Department has requested assistance in de-
vising a retirement system tor employees of t he Haitian 
Fiscal Service. Cooperation will be given t~~ Fiscal 
Reoreeentative or Haiti in that cost estimates will be 
prepared on the basis of data eubmi t ted and plane will be 
suggested ror financing the system. The work is temporarily 
1n abeyance. - l·lr. Rensh 

Re ort of the 
and anada on 

A first dro!t or t he chapter on "Financing the Plan• is 
in process or preparation. - ~lr . Reagh 
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Review of Y.e110randum on Pension True t Plan ve. GroUp 
Annuity Plan . -

3:17 

At the request of the Divieion of Tax Research on 
October 29, a review is being made of a memorandum 
subm1tted

11
bY J.l.r . B. E. llyatt, University of M1cbigan, 

entitled The Inequitable Tax Provisions of the Pensi on 
Trust Plan in Comparison lri t h the Group Annuitv Plan. • -
l.fr . Reagh , - 1-!r. Brown • 

Other ProJects or Studies 

1. Treasury Bulletin. 

Data wer e prepared for the October issue ot the Bulletin 
on average yields of long-term Treasury bonds and hl.gh
grade corporate bonds. - »lea Eyre 

All the mater1a1 submitted f or t he October issue was 
reviewed and edited. Substantial revision was made l n 
the foll o>1ing t ables: Customs duties and t axes col
lected, and values of dutiable and taxable imports, 
estimated by tariff schedules; Bank hol dings or Govern
ment obliga tions; Securities held in Treasury t rust 
funds and by certain governmental corporati ons; 
Statutory debt limitation; Averoge yields or Treasury 
bonds and h1gh- grade corporate bonds ; Government corpora
tions and cred1 t agencies: aseeta, l1abil.ities , and 
proprietary interest of t he United St at es; Silver oro
duot i on by lending countries; and Balance sheet of e~ 
change stabilization fund . 

Addi tional revisions are being oonaidered for the 
lloveober issue . - ~::r. Lindow, Hiae Eyre 

2 . Annual Report or t he Secre tary ot the Treasury. 

Articles t or t he text of the Annual Reoort t or the 
f iscal yea r 194o, including the special review are 
bei ng prepared on the followi ng subJects: Estimates o f 
receipts; Public Debt; Obligations guaranteed by t he 
United States· Absorption of the d1rsot and guaranteed 
public debt by classes of holdera; Market developments; 
Banking developments; Treasury aot ivities under the 
provisions of the Social Securi t y Aot; Treasury national 
detenee aotivities; and the Administrative report for the 
Divieion. - Mr. Haas, Hr . Tiokton, M1ae Michigan, 
Miss Wes terman, ~!r . Turner, )!r. Brontenbrenner, ~::r. Murphy, 
!lias Ziegler, Mr . Reagh, Mr. 0 •Donnell 
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l~nuaoript tor the AnnuAl Report , bo t h tor t he re lar 
teaturee ot the Report and tor the special revievgu 
artiolee, is be ing gi ven an editorial review aa re
ceived. The usual handl.ing ot t he m terial is go in 
torvard. - ~lr . Tickton, ~!lee l1ea terman ~tr Turner g 
J.lrs . llol ki nd ' • ' 

318 

3· Other material tor PUbl ication . 

(1) Two t able s on the distribution ot hol dings or 
direc t and guaranteed Government obli gations were 
brought up to date tor !!cody' a Government l!oanual 
and were transmitted to the Bureau ot Accounts 0~ 
October 10. - ~~ . Turner 

(2) At the request ot Assi s t ant Secretary Gaston on 
October Ig, an article ia being oreoared on the 
operations ot t he Treasury Depart~ent during 194o 
to be incorporated 1n the 19~1 Americana hnnual . -
- Mr . Ti ckton 

~ . Cull!lllative i ndex ot Treasury Publicl!tions . 

5· 

rlork has been begun on the preparation of a cumulative 
subject index of Treasury oublica tions since the estebllsh
ment or t he Department, covering (1) Annual Reports of 
the Secretary, (2 ) othe r oublioations i ssued by t he De
pa rtment , i ncluding annual reoorts ot t he bureaus and 
offices in t he Deoartment, and (} ) material preoared in 
the Treasury Department ~1hich >~as published i n Congres
oional documents, hearings betors Commit tees of Congress, 
or the Coreressional Record. - !Usa llecter man 

Sources or Statis t ical ms.teria1 ln Annual Recort and 
Bulletin . 

Reoues t •11as made by Hr . Henrikse'h , Bureau ot Account s , 
on October 14, tor inf ormation on the sources or s tatistical 
material in the Annual Reoort o r the Secretary of t he 
Treasury and in the Bulletin ot t he Treasury Department . 
The material on the Annual Report was transmitted on 
October 25, and the information on the Bull e tin is in 
preJ;Sration. - Miss Hiohener, Mr . Lindow, Mr . T1okton, 
VJ.ss Wes t e r man 

6. Corresoondence . 

Replies were orepared to letters received on subjects 
r e l ating to t he work or the Division, and letters draf ted 
eleevhere IUid submit ted to the Di vision tor t hat ourpose 
~:ere reviewed. - lUes !lichener, !Use Zi egler, and other 
members or t he s t arr in appropriate fields o f work • 

• 
Regraded Uclassified



- 22-

Dur1.ng October 307 letters were receiYed 1n the 
Dhillon and 299 were handled ae required. 

7. Charta. 

• 

319 

Charta are prepared and continually brought up to date 
tor u.e in memoranda and in chart books on special 
aubjecta , and corresponding pho tographic, photostat i c , 
and multilith work ia carried on. This ia done in the 
Graphic Section under the supervision of Mr. Banyas. 
A atat1atioa1 report on the work ot t he Gra~h1o Seot1on 
tor the month ot October is a ttached. 

. ' 
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