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GROUP l.!EETIIiG 

Present: 

H.l!.Jr : 

Bell : 

Cochran: 

\7iley: 

H.ll.Jr: 

Wiley: 

H.ll. Jr: 

r.filey: 

H.1!.Jr: 

Foley: 

Mr . Haas 
l!r. Cochran 
11r. Young 
Mr. \'Iiley 
!Jr . Foley 
l.!r . Pehle 
l.!r. Graves 
IJr. Thompson 
llr. Bell 
lLr . Sullivan 
Mr. White 
Mrs . Klptz;_ 
Yr . Berkshire 

December 12, 1940 
9:30 a .m. 

It is bad news about Lothian, isn' t it? 

Wonder wba t the t roubl e was, do ;you know? 

The coroner bas been there and they haven ' t given 
a report ret, you see. He had no doctor. He 
was a Chr stian Scientist . 

He was converted to Christian Science b;y Nancy 
Astor. 

Did ;you say, "B;y Nui Astor? • 

Nano;y, yes. 

Is ahe a Christian Scientist? 

Yes. 

Edward? 

VIe have a lawyer by the name of Dudley Easby. 

' 

1 
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H.l!. Jr: 

Foley: 

B.JJ.Jr: 

Foley: 

B.!.!. Jr: 

Foley: 

H.M. Jr: 

Thompson: 

H.Y. Jr: 

Foley: 

B.Y. Jr: 

FoleJ: 

B.ll.Jr: 

Foler: 

- 2 -

Nelson Rockefeller would like to take hia. 
He s~r::• Spanish m d he hu some knowledge 
of t a th.i.t Neleon thinks would be nluable 
to him. I can get along without hia, if ;you 
want to let him go. 

What is he doing? 

Well, he is working on matters coming up from 
the Treasurer ' s Office in connection with checks 
and handles matters in connection with the 
Comptroller Ganeral'a Office . He is one of 
the boya in Norman Tietjans' shop. 

ll,Bat does he get? 

He gets around thirty-eight hundred. 

What would Rockefeller giTe him? 

2 

I think he would probably pay him the same thing. 

' Do you see AnT reason, Norman. 

He is a good man, but we can spare hila. 

Speak Spanish? 

Yea. 

It is all right with u. 

Jia Forreatal .uta to reaiiM those lllllchea on 
the Defense with Anq and Ia~, end ao on, and 
I advatand he baa aaked Ec141e Gre.U.• aa · 
Patterson and aeYeral othera. Be baa ._. llft' 
la11Jera now. Scae of hi a older group baa gem• 
back to New York, ena he hu got a nft' group. 
I gaeaa he wants to break thai in. 

ihve do thq eat, downataira? 

Jo, this one, he is going to han in hie office . 
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J: . " , Jr: 

?oley : 

~ .. Jr: 

! .. ·: .Jr : 

Klotz : 

FoleJ: 

!i.;;,Jr : 

Fole;r: 

H.:.:. Jr: 

Fole;r: 

r .. .. Jr: 

FoloJ: 

1 
Ii.l:. Jr: 

- 3 - 3 

I see . All right . 

· •. al :cer Stone, one of the editori al writers f or 
the Scripr s !iowaru chai:1, cf..lled up and sai d they 
r.anted to ..;o to t o;.n end do n campaizn 0:1 lhe 
elhin:l t ion of exe:.:ptions . 

I saw t ;le editorial yesterday. I al.llost f ell 
over bac:n7ard . 

he said he needed help. He said he had gotten 
the paper that I had read over at the meeting 
of the muni cipal l aw officers, and he thousht 
it \'IO.S [;OOd but he had to h.o.ve a different ap­
proach for his stu!'f, a.'lci. he wanted examples 
alon.:; the line you mentioned about t he fellow 
~ho coec to Pa~ Seach and staJs all -.inter and 
doesn' t h!'.vc to contribute . 

Give ~1i::1 the telegrau tbat ca:~e in this t~orni:v· 
fron the Pab Beach fellow callin;:; r:~e dol'm, -
"Y1by pick on Palm Beach?" 

I loved that. (Laughter) 

I had a l etter frOtJ a fellow b1 the nane of 
9oninick in Greenwich, Connect1cut . He said 
he >1ould fight ::1e in ' .. ashin3ton or in hell. 

Sure, go ahead . (Laushter) 

Can John and I get to~;ether? ':ie JSill probably 
need ~urphy on these examples . 

I don ' t know whether you can get together. 

· .• ell, give hi:n the ~aaterial. 

I think it would be wonderful to set together 
on so.oething 7.1 th Scripps Howard. 

Another fellon b;r the name of IzzJ Stone--

\.lhnt is the name? 
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Fol e;r: 

H . ~.~ .Jr: 

Foley: 

H.:.!. Jr: 

Foley : 

H .~. Jr: 

Sullivan: 

Foley: 

Sullivan: 

- 4 -

Izzy Stone. (Lauahter) I am distinguisbin~ 
hil!l frOil !:alker Stone. He is r:ashington editor for The llation and wants to do scmething on that. 
Oh, that is the fellow. They ran t heir real 
names in sooething or other. 

Yes, his name was Einstein, and he changed it to I zzy Stone. (Laughter) 

\7ell, the question is, is he? 

Is he, or isn't he? 

The ansner is yes . (Laughter ) 

I have got :~orman cryinc; here. 

On these examples--

'.11u~t does Ike want to do? 

He wants to \\Tite a full piece for The Nation on i t . He says from where they sit up in New York, 
it se&m$ to hil!l that the Treasury bas been carr;r­i ng the banner for r.bat the lie\~ Deal stands for 
more than any other department in tonn during 
the last year or so, and they want to help where­ever they can. 

Sure . \'lho all do you want to help you? 

Uell, I think if George could make He.nry Uurphy 
available, John and I can get hil!l the stuff he 
wants. 

But we want to know about this series of speeches you are going to make. You remember bef ore ;rou went awa;;, you r:anted four Vll'itten . Now, Yle 
don't r.ant to waste an;r of these good examples -
I mean not waste them, but we want t o give you 
first crack at them. 

Oh, well--

4 

. 
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Foley: 

H.ll. Jr: 

Foley: 

H.M. Jr : 

Sullivan: 

H.ll.Jr: 

Ball: 

Sullivan: 

- 5 -

Well, what he really \'l&nta, 1!r . Secretar y, ia 
to show vthat a man would pay in the way of state 
and federal taxes with an earned income of 50 
thousand dollars, and what he would get away 
with if he had everything in tax exempts, and 
than he would like to show 1'lha t a fellow would 
have to pay if he invested 50 thousand dollars 
in stock that produced a magneto or sanething 
t hat went into an airplane after he got through 
t aking the risk and after he got through supply­
ing something useful for the Defense Program 
and compare that with sane body that just put! it 
into something like t ax exempts . • 

Well1 I was all steamed up down in Jamaiciia in 
the tropics, to do a speech and - I was a 
steamed up in the tropics to do a speech, 

Yes, I get it . (Laughter) 

I wasn't sure . 

You have to say it twice. If they don' t laugh, 
it ia not very good. 

I didn ' t think I got the neceaaary response . 

Don't wait on me . rr you fellows have got any­
t hing, I would go to it . What I would like you 
t o do is, keep a little record of what you do 
for t hese people, each one, just to have i t , 
but by all means , don't wait on me . Let them 
go . Like all these things, they are going to 
liave to be like drop a of water on a atone . 'lie 
are going to have to do it over and over and 
over again. If Scripps Howard takes hold of it 
and goes to town, maybe somebody else will want 
to . 

The Treasury hit the Washington Post reaterday 
morning in three places on the editor1al page. 
A cartoon and two columna. 

Here are the four speeches you asked for. 

' 

5 
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H.Y.Jr: 

Sullivan: 

H.?!. Jr: 

Sullivan: 

H .~ . Jr: 

Sullivan: 

H.M.Jr: 

Sullivan: 

Ii.!L.Jr: 

Sullivan: 

H.Y. Jr: 

Foley: 

- 6 -

Wonderful. 

Here are more of these mmoranda. You wanted a 
critici8111 on a suamary of all those things. It 
takes quite a lot of work. I th.ink you Kave 
got to determine Whether or not you want us to 
continue those . 

Well, I would until further notice, 

All right, sir. 

If, ~or instance, this thing comes along, I 
t~ we ought to get some very good newspaper 
man llho will just do a really first clan job. 
He could help you fellows prepare this sort of 
thing. 

Do you recall you agreed that Ur . Blough should 
go to Canada to looli: into that sales tax and the 
excess irofits2 If he is to go before Christmas, 
he shou d go tonight and be back here a week 
from Uonday. Is there any reason we can't let 
him go now. 

No. 

You wanted me to remind you about Mr . Stewart. 
Do you want to call him or shall If 

I will. 

When you talk with him, he should have in mind 
that he said that he felt that they would, and 
he was going to put it up, and he wasn't going 
to let hia Tiew beoaae at all apparent. 

. I aa always very frank. On seoond thought, I 
aa ailllpl7 going to 1&7 I think the Tl'eaaUl'y 
ahould tlninoe it. 

OD JicCloy, I han those statutes any tilu you 
want to look at them. Bel'llie ran into J.!oCloy 
down at the Suprae CoUl't on llonday. He was 

6 
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down there when Mi tohell was arguing. He, in 
an offhand way, told Bernie that he had resigned 
fran his firm, and t hat he was down here full 
time . 

I see. 

So I don't think that he violates the statute, 
but I talked to Eddie about it, too. Eddie 
dropped in the other night, but - shall I show 
the statutes to you? 

No, that is enough. 

I have to call Gulick this morning for his meet­
ing. We can get hie $22. 20 a. day and ~art of 
the tine we can base him at New York, 1f you 
want to do it that way. 

No. Twenty- two twenty is plenty for anybody. 
If he doesn't want to come down on that ba.sls, 
let his own institution take care of it. 

I will tell him that is what we will do . 

Besides five dollars subsistence? 

The twenty-two twenty plur; five . 

And I think you can shove him up to twenty-five 
after you have had him 30 days or something like 
that, but I don ' t t hink Tie ought to do anything 
more; and, Norman, that won't work out on the 
oontraot basis. 

I didn't think it would. 

7 

r.enty-two twenty plus five, and if you can go to-­

Twenty-five plus five. 

They did it in Procurement, but I think they 
were playing fast and loose . I think on that 
contract arrangement which they never cleared 
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with us, they were paying him for three days 
when he only worked two. 

Vfuen were they doing that? 

I think that is what they were do~ in sane 
instance the Norman called to my attention. 

If, for no other reason, Congress may say, 
~/ell, we want to take this group over, • and then 
They find out that we are· paying this thing, and 
say, "How do you g.et the. t way? • 

The only 1111.y it 
would be out of 
dollar fund. 

Tey and get it . 

could be done, Yr. Secretary 
the President's hundred million 

I shouldn't think he would want to pay for this 
out of that. 

He wouldn't, 

Pineent will confirm to me before noon about 
that meeting t~orrow, and I suppose you don't 
want to get the SEC man until we get that taken 
care of. 

I will be incammuniee.do fran twelve- thirty today 
on until tomorrow morning. I will be home, and 
I don' t want to be bothered . 

Pineent told me that lut night Sir Frederick 
1uggested to him that he might call thi1 aoPD­
ing and want to see 70u printel{' but he a~ked 
me 1f Phillips had phoned ae las night. 

I aa leni.ng here toda)' at tweln- thirt, and no 
appointments until te~~orrow morning. I am tak­
ing all of this stuff home . I hope to read moat 
of it while I am not asleep. 

8 
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I talked to Stone t hi s mornin9, and he is going 
to send us that memorandum wh1ch you 1·:anted. 
And on that question of the military mission 
of Gerce.ny in Argentina, that has been dispersed 
some months ago. There have been four Qen 
there . One went to Chile, and one uent t o Rio. 
They passed a lan in Argentine that the couldn' t 
have a military mission of a beligerent country, 
so that is stopped . 

Wiley? 

Customs has run into sanothi.ng interes ting. 
German educational f i lms are made in South 
Americ~ , and then they are sent up here and 
printed by a subsidiary of the German D.ye Trust . 
These educat ional films apparently are only of 
educational value for Gerce.n ~litary Intell i ­
gence . They show bridges, landing fields, and 
difficulties of terrain . 

In t his country? 

In South Americe.1 chiefly in Peru, but not much 
is knol'/0 about t llem y11t . The films for the 
moment are in the 'i'reasury Department, and 
there is hope that ne can run them off and look 
at them . 

Good. You know Coast Guard has a projector. 

I don't think it fits. These are 35 millimeter 
f ilms . I believe we will have to go over to 
Agriculture. 

l.~t eize are they, John? 

Thirty-five . 

We have one, but ours is sixteen. 

Archives has a beautiful picture theater. 

V/hy do you imagine they would want to display 

9 
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them here? 

I don't think they were to be displayed here . 
They were probably sent here to be printed and 
then go on, probably to Germany via Siberia. 

Anything else? Pehle? 

Nothing, sir . 

Philip? 

I have a note here with a copy of Buckley's 
report. 

Oh, yes. I sent one to Ur . Hull. 

Here is a memorandum on the aestination of 
securities that you asked for. 

10 

Right . Philip, I read this morning early, this 
report of Buckley's, see. Got a pencil? 

(Buckley's re~ort of December 10 re~arding 
West Coast urplane manufacturers mspection 
trip} . 

Yes. 

Nor., these are the things that I would like to 
have an answer on tomorrow morning: 1. \Thy 
shouldn' t the English cancel their order with 
Boeing for these so- called Douglass bombers 
and l eave Boeing free to do just the big ones. 
In this report it said the English would take 
it under consideration. I would like to have 
the answer on that. 

All right . 

2. There seems to be a desperate need for an 
aluminum factory on the West Coast to make the 
parts, tubing, and so forth and so on, and can 
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you find out from somebody at National Defense w?f the hell - excuse me - don't they do some­thing e.bout it? 

That is a hard one. 

Then in reading this report on Lockheed, why don ' t the English have permission to put in super-chart;ers in all of their planes that they want to? If they can have them in some, why can ' t they have them in all? Then on a 24-hour basis, I would like to get, on the same tJ;o 't'teeks that Haa·s has his thing set up on, see, the same tvto weeks, I would like to know -for i.nstm ce, the ~flish get so many engines. We know how many eng nes they get of each kind. I want a report from them tomorrow - we will go back, say, for f our weeks. That will be enough. What distribution did they make of these engines, see? 

Yes , air . 

I n.nt that tomorrow because it is - to me - I can't understand why Lockheed should be short, waiting for 25 or 30 engines . I just can't understand it. \7hen I look at their production, the ones that they received - the two things . I want to know what did they do with all of these engines? If ·they are selling them to England, they are breaking their agreement, see. There are plenty of these engines coming off. 
~bat are they doing with them? According to this report, there are 25 or 30 planes~aitin~ engines of the Hudson Uodel 414. Now, there 1s something WTong somewhere. 

Are those those interceptors? 
I don ' t know what it is . 
I think one plane they make has the Allison. 
Anyway, they are waiting f or t he Pratt and 
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t~tney 1830's or the ~right 1820 's of r.hi ch there are plenty each l~eek being turned out, many, man; more than nlanes. If they are send­ing them to England, then they are breaking their agreement . The agreement is that there · shall be no planes r.i thout engi nes in this country. 

Part of those planes were supposed to be the ones which were grounded due t o the fact they gave up the engines to the Boeings . 

That is lust plain, unadulterated "hooey." They can t f ool me . And the other thin~;, which is not on a 24-hour basis , is that I am shocked to find that in every case except the Merl in, which they had wl th Ford, England' s orders expire in the fall of '41. All of their engine orders run out. That seems unbelievably short­signted to me . They have got enough people that they ought to be able to answer that . Now, one other thing: this r equest of rifles for Canada, that seems important, How hard are you hitting that? 

l~ven ' t done anythin~; on i t . 

Well,--

I wanted to--

Supposing I foM·mrd your memorandum to Stimson? 
All right . 

Say that this seems impor tant, what can he do about i t . 

The only reason I r;anted to call that t o your attention, or one of the princi pal r easons, was t hat is not a recommendati on of the United States­Canadien joint dei'enee board. !low, we have got to get a tie-in ther e with what they are doi ng and v1hat Canada and Bri ti sh Purchasing COIIID.ieaion 
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are doing also. There is no coordination . 

Supposing you (Reporter ) take this letter: 

"~ dear ::r. Sti:!lson: 

I am foM~rOin~ herewith a cemorandum froo 
Philip Youn~ to me in regard to rifles for 
Canada . Tn1s seems very important to ~e and 
I would like to have your advice and help . 

;.ray I hear from you at an early date." 

Does that fit in? 

Yes, sir . 

:low, George, in the root~ here - I have been 
catchin~ up uith ~ memos . Oh, if you would 
brin~ i n the head of the iletherland Purchasing 
Co=ssion, I would like to meet him. 

He is in London at the moment t alking with 
Purvis e. 

Get him. (Laughter) ~ext time he is aroun~ . 

That is e. very interesting developcent . You 
have van den Broek and Purvis and Howe all con­
ferring in London on evidently sane sort of a 
joint purchasing effort . 

\/ell, I ~ot a secret message this morning that 
Purvis l'llll leave - I think this weekend for 
the United States . 

The sixteenth he uas scheduled to leave. 

The nessage sa7s he mll leave this weeke.nd. 
No11, George, will you v;rite a letter for me, 
unless l.:r. Bell r;ants to do it in another ·way, 
to Leon Henderson who is worrying about every 
other person ' s responsi bil ities except his own, 
see . I would like to draw to his attention 

13 
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these charts llhich rou have sent me which show 
that lumber is up sky high, \'/hat is he doing 
about it? \'ibat is he doing about wool, hides, 
tallow, butter, wheat, and cocoa? Those seem 
to be the ones. I would say that they are all 
out of line. Isn' t that worse? 

Yes, those are the ones that made the greatest 
rise . There is somo question about some of them, 
whether anything should be done . 

riell, let's say,"\'lhat do you think should be done, 
if anything, and what are you doing about it?" 
Do you want to send hlo these two charts? 

Oh, yes . 

¥~ don't you send him these charts, the lumber 
chart and th~ other one. 

Yes. 

And, George, it would make life easier for me 
if, instead of sending these things with about 
five of these things on, you would put them in 
a little book from now on. Any report, instead 
ofBinning it up like this , if it could be in a 
lithe folder . 

Harry, 
Pasha. 
iihite. 

do you seen any reason - oh, f&rdon, me, 
(Laughter) From now on, it 1s Pasha 

That is very dangerous, Mr. Secretary. I was 
thinking that over, and I was thinking one of 
the wits around here is liable to mention that 
to my wife . (Laughter) 

I hope you aren't getting personal. 

No . I am afraid of what response there will be. 
She will say, "\'lhat does that stand for?" and 
I can just see Ed Foley saying, aThat is short 
for passionate," and the part thattroubles me v' 
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is my wife' s response . (Laughter) 

~wife is liable to aay, "Oh, yeah:• (Laughter ) 

Let's forget the ni ckname . It is really danger­
ous. 

You were asking me about whether it was fair, 
what you just said about Leon Henderson? 

No, advisable. 

Oh, definitely. He is worrying about prices, 
llr. Secretacy. 

ill right. 1Je will just send it over. 

I didn • t give George a chance to finish, and we 
have got to give iJ!iite a chance to recover, and 
me. 

Thanks. 
You don't even want me to tell them how the nick­
name' came around? 

I don't mind what you ear, but sane of them have 
a my of adding on. It u unrecognizable bf the 
time it gets where it shouldn't. (Laughter ) . 

' I will let Harry tell it to rou in his 
passioned manner. (Laughter) 

'l'ha t was good. 

The Boeing situation is interesting. 

I want to take this chart to the house. 

own im-

Here is all t he other stuff (handing reports to 
Secretacy). 

All right, George . Yea, Dr . mute. 
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The Dutch East Indies have apparently come to 
an agreement with Japan on the oil arrangements , 

All I want to s ay is, I Cllll' t help it . I have 
not seen Kintner and Alsop or Pearson lllld Allen, 
lllld I don't expect to see them the rest of this 
week, so if it appears l!onday in their column, 
it is not my fault . 

You mean you don't want me to tell you so you 
will be able to run it down? 

No, I nean on this Pasha \'/hi te stuff. 

Oh, they don ' t bother with such small fry . 

You may be surprised. (Laughter) 

llerry Christmas . 

Let's see, we were talking about ~il. The Dutch 
East Indies - the Japanese asked them for about 
25 million barrels, which is about What they 
need. The Dutch East Indies companies, the 
American and the others, offered them about a 
third, which has been accepted, so that accord­
ing to current contractai they will get about 
10 million barrels of oi on these contracts a 
year. 

As against what? What were they getting before? 

I have forgotten, but it was less than that. I 
have forgotten how much less. It was less. I 
will write this up in connection with the other 
oil matter and have it for you when you come back. 
There is a phrase here that I don't understand. 
I don ' t know whether it is important because maybe 
J.!erle Cochran could explain it . It sa;ys "foroe 
majeure" applies. Does that mean if they don ' t 
deliver, Japan can force them to deliver? 

That is the way I understand it . 
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Harry, Walter Steuart tells me one of the 
greatest authorities on oil and oil companies 
in this country, if not anywhere, is this SEC 
Co=iaoioner. 

Pike? 

Yes, Sumner Pike. 

That is field oil and oil companies . 

We are ready f or him to ~o into these South 
American companies any t~e you are ready. 

Just call h~ up . 

I see, Also ask him about oil . 

Yes. 

Canada has just imposed some new restrictions 
on ~ports in an effort to conserve foreign 
exchange . They vrill hit our exports, particu­
larly, to the extent of about 50 or 60 million 
dollars a year, at present contemplated. Auto­
mobiles and petroleum products, electric appli­
ances. 

\That is our export? 

Our exports to Canada will be reduced. They 
haven' t touched fresh fruit , including a~plies , 
I suppoaei because they said it is polit1oally 
undeslrab e. 

As a matter of fact, they export apples . They 
are not importing apples . 

1? 

Then I was wrong . Applies aren ' t included. That 
was m1 own addition. It just says fresh fruit 
and vegetables . 

Clark said they might have to include fresh fruit . 
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As a matter of fact, ay apple grouer friends 
are worried because they are duping so many of 
t heir Canadian applies in the united States. 
They are not helping me at all. 

There is a ltter here that you passed on !ram 
Welles indicatin& what is being done for Chile 
and also indicat1ng that it is less than they 
ha.d hoped and wondering whether we couldn't 
re-exacine the situation and see, in the light 
of the curre.nt situation, whether a little might 
not be done for t hem. 

Bring it up - let's make it for next Uo.nday's 
staff meetlng. 

Right . That is all I have . 

Are you (Bell) going to see me before ten 
twenty-five? 

I am going to try to . I am going to t ry to get 
it out of Nevi York. They started l'lorking at 
eight thirty. 

While I an talking to Berkshire, you miP.ht slip 
out and then come back again, and we will go 
ahead with foreign funds. I mean, 1'1hile I am 
talking to Berkshire, if you will slip out and 
get the dope . 

If it isn ' t ready, I should think you could say 
that preliminary reports indicate that this 
issue has gone as well as any previous issue . 

I think i f you could say that, it would be a 
great help. 

Vi ell, I will tell you wha. t I can say, because 
I had what ' s-his-name dictate it to Hadley last 
night, that at five o'clock last night he com­
pared the subscriptions with the last five year 
note and at five o'clock last night we had more 
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subscriptions for this than the previous one 
which was also three-quart ers of a percent . 

19 

Yes, thet would be a big help . That was one 
of the things t hat Walker Stone wanted to know, 
just what the difference wo.s in actual performance, 
because he thought that if we could ·demonstrate 
that there was no real difference between a 
parti ally exempt and a wholly taxahl e security, 
it wot.l~ go a lone way toTto.rd overcoming some 
of the handicaps . 

Well, Bob Rouse gave me that at five o'clock, 
and I said please dictate that over the tele­
phone to Haaley, which he did, but at five 
o' cl ock last ni ght, compared with - when was 
the last five year note? 

Last December. 

Ther e wer e more subscriptions at the same time 
than ther e were for last December. 

Woul d it have been the same, Mr . Secretar y, if 
you had offered it as a partial ly exempt? 

It might have been, but it could have gone donn 
to five-eights, but i t might have been t he same 
coupon rate, but t he Secretary could have made 
it a little thinner and made i t five- eights, 

You mean this one, the one we just sold? 

Yes . You could have gone on a f ive- eights and 
got ~velve thirty- seconds . 

About eight , I think. 

Well, t he Vlhole Street had the price at seven­
eights . 

That is speculative . You don ' t know if it was 
five- eights, Dan, it might have gone to a little 

' 

I 
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discount. 

It might have gone sour. 

It r;ould have been a 
five- eights coupon. 
about the SIIIl!e . 

little too thin to put a 
I think it noul d have been 

I think, if zrou could say that, that 11ould be 
grand. 

They would all jump on me . The New York Times, 
for instance, have a little piece and say the 
gossip is that I could have vriced the tax free 
note at five- eights . •;,ell, 1t l'loulc start a 
r;hole argument . I m just &oing to say, "These 
fellows don't know enough about it. It just 
went as flell as the last one . " 

And I thinlc that is a good thing to sa7. I 
woulan ' t go in too much but you got as many 
as you did last time because you have got a 
different situation. 

Yiell, I would say it went just as well. 

I think t hat is good. \\e will try to have some 
figures. 

!lorman? 

i;e are planing to move J.!r . Pehle's Foreign· ~ds 
section over to the Raleigh Hotel. 

Good. 

Uay I tell you some oore? 

Please . 

Jesse Jones announced a loan yesterday to Argen­
tina. Ambassador Espil called up and wanted to 
know if you couldn't say something on the Treasury 

Regraded Unclassified



H.U.Jr: 

Foley: 

li .l l. Jr: 

Berkshire: 

• 

- 21 -

end. I eaid I r1ould apeak to you, but I didn' t 
think we oubht t o do that at this time . 

No. llow, if you want to go out and get that, 
I will have Berkshire come in and then if you 
will come back, we will continue on foreign 
funds . 

They think that these fellows 

(Mr. Bell left the conference and Ur . Berkshire 
entered) , 

Berkshire, show them this sig11 ("Serve Al'lllf and 
Navy \Vhiskey. James Uoroney. ") which I picked 
up. I waa shocked. I picked it up when I was 
up there . I think it is terrible . !low, what, 
under the law, can you do? 

21 

We have, by wire, after I had the poster last 
night, conceled the label first . There had been 
an old label issued by the Federal Alcohol Ad­
ministration in 1936 authorizing that whiskey · 
to be labeled •Army and Navy Brand whiskey. • 
I find that later they advertised it as "Army 
and Navy Whiskey. • The FAA had cited them for 
that, t hat is, the droppin~ of the word "brand,• 
and t hey had paid a fift,y aollar offer - c~ramiae 
of that violation. liow, this evidently is the 
next that they have observed. They have dropped 
the neme "brand" again. That doesn' t go to the 
bottom of the thing, I might sayJ. }Jr. Secret ary. 
We don ' t pro~ose that the{ use thls kind of a 
label even w1th the word brand" there, and since 
the FAA came over to the Ynit, we had refused to 
iuue Army and llavy Brand to sherry wines and 
aaaething else. This I didn't kno~ about. It 
~a the first I had heard, but we canceled that 
brand, and we ~y. if this advertising material 
has been disseminated outside of the State of 
Pennsylvania - that is necessary, and my wire asks 
that that be investigated. If it is disseminated 
beyond the borders of the State of Pennsylvania, 
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r1e 'Jll!Y cite t hem and even revoke or suspend 
their perni t . 

£2 

i.ell, couldn 1 t I , liB Secretary of the Treasur y, 
telegraph the Governor of Pennsyl vania and ask 
them to coopera t e to stop t his t hing? 

You shoulC. . I can ' t say what authority the 
Governor of Pennsylvani a would have i n control­
ing a matter of this kind . 

·;,bat I thought of doinc;, and that is 11llt I 
wanted ~·our aC.vice on - I mean, I am all rieht 
on o::; lar: . I t hink that t his is pretty shock­
i ng . I dian ' t know •zhet her ;rou people thoucht 
it \"tas dse or unwise for me, a s Secretary of 
t he ~reasury - I woulu like, for i nstance , at 
my press conference to s!lor1 this t o the boys, 
and say, "Tnis is the kind of thinG here the 
Treasury is not going to stand for , and that 
VIC hope •1e will ~;et public support on . Thi s 
is t he f irst thinG of its ki nd I have seen , and 
that I have seen it n1yself, and that we ho.ve 
taken ste~s to cancel this brand ." You can 
see - I d1dn 1 t l:nort that t he. t was e. brand name . 
Uhen I san "Serve AI"UJ¥ and t:avy Rye Y.1liskey," 
I t !lought it oeant t o serve it to them . That 
is t he way I r ead it . 

Tnat is the v.ay ! read it . 

Yes, and t:-,en you have t;ot "for company attention" 
c!om~ there in ~uotes , t oo . 1 .. hat does i t SB.i" 
over the name !.:oroney?" On the left hand side . 

"At holiday time . " 

It is specifico.lly desi1;0ed to convey an im­
pt•ession of the prestige of the Gover ll!:!ent and 
so on . 

\,hat I t hought, I Pould just ;;o out and sa; to 
tL.e bo~·s, "I thinl: that this 1s absolutcl;r out­
ra.:;eol.:s . 'i'his is the :.i nd of thin!; Pe ;:ant to 

• 
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\lhl te : 

H.!! . Jr : 

\"ihite : 

H.l.! . Jr : 

\',hl te: 

H . l~.Jr: 

rlhi t e: 

Sullivan: 

Vlhi te: 

Sullivan : 
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nip in the bud1 and I want to do ~y part to 
see that this Jcind of thing doesn ' t spread." 

23 

I am wondering, Mr . Secretary, whether there 
might not first be tried. to get in touch with 
the people who have done it and merely request 
themt talk it over with them. I have a little 
bit aoubts about making- -

Well, they have done it, Harry. 

Do they know that you disapprove or that there 
i s disapproval in the Government on it? 

Well, how are you going to let them knou? 

Well, I would be inclined to let the Army and 
llavy take it up with them . I feel a little bit 
"leery" about clamping down on anything if it 
is within the lan, even t hough it is of that 
character. 

ilell, it is a matter of taste . 

That is why I think it should be done either 
through cooperation or let the Army and Navy 
complain . I don't feel strongly about it. 

I agree with Harry in principle, but not in his 
teohnique. You have full authority. You don't 
need cooperation f rom anybody. I think it is 
beneath your dignity to go after a thing l ike 
that. That is pretty amall. And the whole 
purpose is accomplished by having Stewart re­
voke it. That is all there is to it. He has 
full authority under the law. He doesn't need 
cooperation with the Army or the Navy or the 
Governor of Pennsylvania or anybody. 

Doesn' t he need a good legal reason for revokine 
it. 

Why certainly he does. He has got it. He has 

• ' 

/ 
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H.M.Jr: 

Sullivan: 

H.J.!. Jr : 

Berkshire: 

H.M.Jr: 

Berkshire: 

B.Y.Jr: 

Berkshire: 

H.U.Jr: 

Berkshire: 
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to approve every bit of their-­

• ••• every label--

• ••• of their labeling and everything else, 

24 

I have got to go out in the field to check up 
on you fellows . 

It seams so, Mr. Secretary. 

Well, somebody certainly in Philadelphia - the 
Secretary of the Treasury has to go up and see 
a thing like that and pull it off a sign post . 

It certainly should have been picked up by our 
men. 

The question is, how much other obscene and 
stuff of bad taste is there like that going on 
in the United States . 

Well, l!r. Secretary, if we weren't on the watch 
constantly, I can't imagine what might happen. 

Well, do you get copies of all advertisements. 

No, air. The law doesn't require that they 
get approval of advertised material. They must 
get approval of their labels, and than there 
are certain restrictions about their advertis­
ing matter. Unless they submit one for free 
approval, we don't have anything to say about 
it unless we just catch tham. 

Bell, I wm t to say at rq- press conference that 
I aaw this advertisement, and I have takan the 
firat steps to cancel the permit . Is that what 
JOU call it? 

The label approval. 

Well, it was approved? 
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l!.U.Jr: 
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Bell: 
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Yes. 

The label on the bottom hasn ' t the 110rd "brand. " 

They call it "Army and Navy Brand," and then ;;rou 
see they use the word "serve" - you see, it is 
"Serve Army and Navy Rye \'.'hiskey. " You wouldn ' t 
do it, if you were me? 

I don' t know, but I don't understand how it got 
approved. Do they have authority in the field 
to approve things like that? 

It says, "brand, " but they just serve Army and 
navy whiskey, for company attention. 

Even >7hat is on the label, "Al'mf and Navy Brend," 
I don't see how they got it. 

\'/ell, it was approved by the old FAA . 
see any r eason why I, as Secretary of 
ury--

Do you 
the Treas-

:Jr. Secretary, I don ' t think we ought to shoot 
today on this . I thinlc you ouf.ht t o give us a 
little tine to look into it ana nake sure we 
are on good, sound grounds . I r.ould like an 
opportunity to deteraine what constitutes a 
v1olation and 11hat our power is to summarily 
revoke these permits. I am not prepared nor. 
to say that it is all right for you toJo out 
and ~ke this statenent a t a press co erence • 

You are not? 

No. 

It is a matter of morals involved t here, Kr. 
Secret ary. 

It doesn ' t make any difference whether it is 
done toda;;r or at your next one, and then we 
will know a little more than Tie know non. 
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r.nite : 

Bell: 

Sullivan: 

Klotz : 

Foley: 

H.!!.Jr: 

Foley: 

n.Y.Jr: 

Berkshire: 

26 
- 26 -

It is a matter of morals involved, and I - I 
don 't know. 

How about him saying he is looking into it? 

No . Vfuat you are objecting to--

I t hink these fello~s ought to be given a chance . 
After all, they are perf ectly all right. Every­
body advertises that war.. If they r.on•t cooper­
ate then, I woul d say, 'Go after them," but t hey 
haven't been given a chance • 

• 
}[y reaction, JJrs . Klotz, i s this: I think we 
ou~t not to be objective or personal about this . 
I aon' t think we ought to single out one fellow. 
I think when we do It, we ought to put it on a 
higher plane, and say, "That this sort of ad­
vertising, at a time when we are marshalli.ng 
the resources, the man power of this country, 
is the sort of thing that just can't go on. 
It is unpatriotic, and it i sn't compatible 
Ylith what we are doing. The Secretary of the 
Treasury is going to see to it that this kind 
of advertising end this sort of sales cam~aign 
for liquor is not conducted anywhere within 
the United States or &llyl'fhere in the vicinity 
of our training camps . 11 

That is what I want to say . 

Yes, but I think that we ought to put it on a 
broader basis, and I think you ought to Give us 
a little chance to look into it. 

All right, but also I think it just raises this 
whole question of advertising and labeling and 
how good are you since you have taken it over. 

JJr . Secretary, we think we have pretty close 
supervision over certain of the labels, because 
there isn't one approved that doesn't go through 
the office down here . Now, as far as that 
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H.U.Jr: 

Berkshire: 

H.!.!.Jr: 

Berkshire: 

B. J.!. Jr: 

Berkshire: 

H.ll. Jr : 

Berkshire: 

B.K.Jr: 
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advertising is concerned--

Yea, but how about outstanding ones? 

Well, there isn't an;y way, of course, of condemn­
ing this liquor, and all of the liquor that is 
now labeled "AI'IIIY and Navy" must be sold that 
way. 

I will tell you what you haven't done, Berkshire. 
You haven't made a review of the permits for 
labels and advertising which were given prior 
to th.e time you took this thing over, have you? 

We haven ' t gone back through all of those 
recorda . 

I am ordering you to do it now. I want you to 
bring in every label, every piece of advertis­
ing, and review it just the way we do in Inter­
nal Revenue. I rve orders that every charitable 
organization tha had been granted tax exemption, 
we reviewed every single one, and each year they 
have got to come in and i~ive that they heve 
that right. Now I put a on the same basis, 
that first you should review every single one 
that has been issued, and then DBlte a buslneae 
of reviewing them once a year. 

We can do that, all of the active ones. Of 
course there have been some three hundred labels 
a day approved ever since the Fll went into 
effect. 

Go b&ck - if you haven't •got enough help, fet 
your helpi but go baok and review every ou -
standing abel and every piece of adverti~t 
that has bea iuued prior to the tiae that rou 
took it over. 

We oan do that . 

BeOIUit 70u don't lmow hcnr IIWI1' aore things 
there are. 
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Foley: 
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There i sn' t very ouch or this because the7 
pass through our office there . 

And 11hat I would t hink of is getting in an 
advisory commi ttee of outsiders, ~ ort of a 
jury. 

\'ie denied t his same label. 

Did you hear uhat I said? 

Yes, sir . 

I would get a kind of a jury, get some r.omen 
on them and some people - get sane WOllen and 
same oen to represent the American nation, 
represent the League of \',omen Voters, some 
~roups like that. They could be a sort of 
JUry. They v:ould love it . You don't have to 
pay them. You should nave done it long a~o . 
Then you and Foley get together . Does th1s 
come under Foley? 

Sure . 

lie mll have a report f r om Philadelphia about 
this in the next tT1o or three days, I an sure . 

l!onday. 

Yes, sir. 

28 

O.K. , Berkshire. I uill see you r onday, Berkshire. 

\That I am going to do, novr, gents, on this frozen 
funds , those wlio sat with me yesterday, we have 
added Philip Yount: to the list . He sai d it would 
solve 80 percent of his problems . lie will meet 
again at twelve o'clock. Frozen funds at twelve . 
I have got to see Bell. 

' 

• 
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Walter 
Stewart: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

S: 

H. M. Jr: 

S: 

H. M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

8: 

H.M.Jr: 

S: 

Hello, Henry. 

Bow are you? 

Very good, air. 

Decesber 12, 194o 
10:27 a .s. 

Walter, on thinking oYer thia queation ot 
aaking your one organization to aeeiat ua on 
tb1e 1ederal tax atud)', aee, on eeoond tbol.llht 
I agree with you. I t hink that it 11 eosathlng 
that the Treaeury ought to pay t or iteelt. 

You do think aot 

Yea, I do. 

You aean - Juat bow will you aet it up t bent 

Well , we'd aet it up ~uat the aaae. I s ean, 
whoever oosea down we d pay 1t in the regular 
way. I sean, we oan pay thea 122.50 and 15. 
a day, I sean, tor tba t op san. 

RS.gbt. I think I 1 d do tba t until I got deeper 
into 1 t anyway. 

And !bospaon tella se that we have aoney enough 
to do that. 

RS.gbt. AU right, air. 

8o I wanted t o tell you that. On eeoond 
thought I think we ought to do it. 

Well, then it you want •e t o be ot any help 
on peraonnel or aoaethlng I' ll be delighted 
t o do it, 

Well, we certainly wil l . It waa aoat belptul 
baYing you down. 

!hank• Yel')' s uch. 

All right. 

Good-bye. 

• 

29 

Regraded Unclassified



R.M.Jr: 

Fiorello 
LaGuardia : 

H.M .Jr: 

L: 

R.M.Jr: 

L: 

R.M.Jr: 

L: 

H.M.Jr: 

L: 

B.M.Jr: 

L: 

B.M. Jr: 

L: 

B.M.Jr: 

L: 

R.N.Jr: 

L: 

\ 

Bello. 

Bello, Mr. BeoretarJ. 

Row are JOut 

PreUJ good. 

Deo .. ber 12, l94o 
llll4 a ••• 

I vae ReiU'J tile other daJ. lfhJ do JOu deaote 
ae? 

(Laugh e). 1Ca7be I ba'le to be on 87 guard. 

Ob, JOU neYer know. Look, I got word that JOU 
were ooa1ng down ei tber Xonda7, 'fueedaJ or 
WedneedaJ - go i nc to ba'le lunch vi th ae 'rlleedaJ. 

Ro, I ' 'le got the Canadian Co .. ieeion. Let'e 
eee, XondaJ and Tue1da7 I ba'le the Canadian 
Coaaieeion. 

Wberet 

In Jew York. 

Ob. I underetood fro• •• ••• 

Yeah, I thought eo too. I vae ott 87 track. 
Jaw I oould ooae down WedneedaJ for a 'le'r'J 
abort tiae. 

Well, do JOU want to ooae around noon? 

Do JOU like 87 lunobee - JOU r .... ber JOU 
kicked about it the laet t1ae JOU were here. 

Yea. Buppoee I take a ll o'olook plane and 
tbat will 11t •• at the A1r Port at 12:}0. 

And then Jou'd ooae up beret 

And then I'd oa.e r1Cbt up there and then I'd 
-• rilht ~ck. 
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H.M.Jr : 

L: 

H. M.Jr : 

L: 

H.M.Jr: 

L: 

B.M.Jr : 

L: 

! . M.Jr : 

L: 

H.M.Jr: 

L: 

H.M.Jr : 

L: 

H.M.Jr: 

L: 

H.M.Jr: 

L: • 

R.M.Jr: 

L: 

- 2-

lhrell. 

All rip\. !hen I 111 ulte \bat t or Wednee4af. 

That'll be t1ne. 

leah. 1'he7're ra111nc bell all tbrougb tbe 
oo\ID\rf on \bat. 

On what. 

On fOUr propoeed unoonat1tut1onal taz. 

I ' a gett1nc wondertul aupport. 

lou are. (Latpe). 

lea, a1r, troa e•eJ'1Wbere except Pala Beacb. 

Pala Beacb. 

leah. !be7 don't like 1\. 

Aw, tbe7 baYen 1t got &nJ\b1ng down there, 

!he7 don't 11ke 1\, 

!he7 ' re Jue\ 

Yaah. 

All r1pt, 12: 30 We4nea4aJ. 

Well, J OU 1 re plane seta 1n - JOU 1ll be bere 
about 12 :~5. 

leah. 'ft1e plane Will be tbere at 12:)0. Juat 
g1•e ae t1ae to get to JOUI' ott1ce. 

All r1pt. I ' ll be wa1t1ng tor JOU. 

Thank JOU, 
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R.M.Jr: 

Operator : 

H.M.Jr: 

Jaau 
rorreatal: 

H.M.Jr: 

r: 
H.M.Jr: 

r : 

H.M.Jr : 

r: 
R. M.Jr : 

r : 
H,M,Jr: 

P: 

I . M.h: 

r: 
R.M.Jr: 

r : 

Bello, 

rorrutal. 

Hello. 

Hello, Henr7. 

Jaaea, how are 7ou? 

Deoe•ber 12, 194o 
11 :19 a .•• 

Well, a little bit dl&&J' . 

Well, ah - I waa going to get ott a w1eeoraok 
but I - (lauch•) - I wae going to e&J' I hope 
it ien•t the blonde that'a reeponeibl e. 

(Laugha) . 

I'•• got theae lngliah tellowe oo•.ing in at 
lO: lO to•orrow •orning to talk about Wb7 the7 
donft eell their etooka ditterent and alao 
their aaaeta in th11 oountr7, and I'd like Yer7 
•er,. •uoh to ha•e J'OU ait 1n. 

0. I., Reftr)'. 

Mow, I don't know whether 7our t or.er boae 
told J'OU what he t old •• aa to the ~ rool 
wa7 the7'•• been aell 1ng their atutt. 

Yeah. 

Did he teed that to 7ou? Ra•• J'OU got all ot 
thatt 

Yeah. 

llo that J'OU can dlah 1t out to theat 

leah, 

.. 11, that'• what I want 7011 to do. 

All r11ht. 

32 
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B.M.Jr: 

r: 
H.H.Jr: 
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H. M.Jr : 

r : 

H. M.Jr: 

r : 

H.M.Jr : 
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R. M.Jr: 
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H. H. Jr: 

r : 

H. M.Jr: 
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I aean, how tor inetanoe th17 vbiaper to 1 
fellow - 7ou get JOur eeourit7 in one plaoe 
an4 70ur aone7 in another plaoe? 

Yeah. 

He t ol4 7ou au that. 

Yeah. 

All right. An4 I '• going to tl'7 to ha'l'l 
Jeroae Prank or eoaebodf here troa the S.I.O. 

O. I. 

But I'• gotne to la7 it right on the line an4 
I aee4 JOU.r help beoauee 70u know thie Wall 
Street . .... 

Raoket. (Laughe ). 

Thank 70u, an4 I ort17 know it b7 hearea7. 

Well, 70u know it goo4 eno\llh all right. 

But I got alone tine With Clarenoe ».7 
an4 I 11ke4 hia. 

Well, he'• got a tiret- rate brain. 

Yeah, an4 it 70u'n ~ Wb&t he tol4 •• then 
I want to 1., that r t on the 11ae. 

(La\llhe) . All right. 

You'Ye got it haYtn't 70ut 

Well, I think eo, 711. 

You aight want to teli to hia about it - Jud 
how he thinke that thtJ 1 '1'1 been aaltlq a tool 
of thtaltlYel Up OD the Street, an4 ODI Of the 
thine• that I want to get th• to 4o ie to 
•• eoon •• the7're out ot an ieeue 11 to tell 
the worl4. 

!bat '• richt. Abeolutel7. 
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R.M.J'r: 
,. 
B. lt .Jr: 

r : 

B. M.Jr: 

r : 

B.M.Jr: 

F: 

B.M.Jr: 

r : 

- ' -
Be•' 
!bat ' • r1p~. 

And aleo that the poee1b111tJ of necot1at1nc 
eo•• ot tbeee 11111 pr1~atelJ. 

Ieab. 

Well , JOU be tb1nk1ns about 1t, will JOU' 

Well, I'll probablJ talk to bia eoaet1ae 
ton1pt. 

Will J OU do that? 

Ieab. 

10: ,o. 
All r1&ht , Benl'J. 

' 
. ' 
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H.M.Jr: 

Operator: 

H.M.Jr: 

Jeroae 
Frank: 

H.M.Jr: 

F: 

H.M.Jr: 

P': 

H.M. J r: 

F: 

H. N. Jr: 

r : 

H.M.Jr: 

1 : 

H.N.Jr: 

r: 

Bello. 

Cbail'IDan J'ranlt. 

Hello, Jerome. 

Bello. 

Deoeaber 12, 1940 
ll:22 a . a. 

Are JOU back at workt 

Oh, yee. 

Oh, good. I got Jour aeeeage that 70u went 
atter the Trane-Aaerica euit. 

Oh, 7ee. We're baYing lot• ot tireworke now. 

Good tor JOU. 

The7're probabl7 going to retuee to ooaplJ 
with a eubpoena on a oook-e7ed reaeon and 
we're prob&bl7 1n the next d&J or eo go1ng to 
h&Ye to go into court atter thea. 

I eee. Jerome, the reason I 'a calling JOU 
1e the lnglieh are ooaing in here at 10:}0 
toaorrow aorning to h&Ye J OU and Forreetal 
and •• tell thea wb7 we think theJ'Ye been 
handling their aalu eo badl7 beoauae I teel 
that ••r~ etronglJ. You reaeaber J OU and I 
apent a lot ot tiae w1 tb thea and then the7 
didn't take an7 ot our adYioe. 

lo. 

Well, I told thea the other d&J that I thollibt 
the7 bad been handling it ur7 b&dl7 and now 
tbeJ ' re ooaing in at lO : JO tomorrow. Could 
JOu be heret 

Yee. Could I bring one ot •1 men with ••' 

Which onet 

I'd like t o bring Purcell. 

./ 
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R. M • .Jr: 

r : 

R.II • .Jr: 

r : 
H. M • .Jr : 

r : 

B.M.Jr: 
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Yeah. !bat' • ~· fellow 7011 ~ U.. o~ 
Uae. 

leah, ua.t'• rlib'· 

lCeah, l ~nk 'bat wolll.4 be helpful. 

All rlib'· 10 :)0. 

If JOII plMee. 

All l'lpt. 

!'baJilt JOII. 
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R.M.Jr: 

Cordell 
Hull : 

H.M. Jr: 

H: 

H.M.Jr: 

Ro 

H.M. Jr: 

B: 

B. II.Jr : 

B: 

Bello. 

Deo•~r 12, 1~ 
11 :29 a.a. 

Beni'J, tb1e 1• about tboee Greo1an planea. 

leah. 

!he wa7 I underUood U we undertook to en 
the Br1t1ab to put up 'o 1n the bec1nn1nc 
wbioh we wanted the Greek• to haYe and tbe 

37 

11'1 Ueh 11&14 the7 oouldn 1 t and an7how tbe up8hot 
wae we were to put up 15 of th••• 42'• or 
eoaethlnc and the Br1thh 15 and the7 were to 
ooae out of the Br1t18h order. 

Yeah. 

low, the Br1t18h etep 1n to 70u and .. 7 here 
the•• don't exaotl7 fit 1n OYer there and we'll 
f1nd out whether - whU 70u ha•• got that the7 
oan uee an4 let 70u know. 

That'• r1pt. 

Well, now, the lr1 t18h are talt1DC the thine 
out of our banda 1n a ••n•• eo far ae our 
pleqe to tha Greek a are oonoeme4 an4 I 'a 
tell1nc Mr. llurra7 an4 he' • q:ree.lnc w1 th ••· 
1n taot •ua••Unc 1t, that we auet aalte ol8&1' 
to the Choeelta that we are not 1n AnT 1fa7 wal8h-
1DC on our pleqe, that we're not co1nc to let 
the 11'1 t18h unl••• thaT and tbe Choealte w1 th 
the Choealte •oluntar117 q:ree1nc on aod1fJ1DC 
O\ll' proa.lee. We're not co1nc to aodifT 1t 
O\ll'eel• .. or co to \be Greek I an4 .. 7 1011 oan 1 t 
uae thla, JOU oan't uee that and eo on and 10 
OD an4 • •• • • 

Well, let •• aalt JOU thla : baa -bo47 tor 
thla Ada1n11trat1on proa1eed the Graalte )0 
plan .. , 

Well, I tboucht the Choeeka were to haYe )0 -
the7 aue4 tor 6o and eot1ebo47 aa.ld the7 - there 
are eo MDT people Wbo are 1n on thle, 7ou know. 
Well•• hal been 1n on 1t, I ' •• been 1n on 1t 
and Berle baa ~en on 1t and 70U1Ye .been 1n on 1t ..... 

• 
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H. I!.Jr : 

H: 

H.M. Jr : 

H: 

B. M. J r: 

H: 

B. M. Jr : 

R: 

R. M. Jr : 

8 : 

R. M. Jr: 
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Well , we don' t baYe t o proa1u &n)'bodJ &nJthlnr . 

Ye1, well then ..... 
We ba ven ' t proailed &n)'bod7 an7thinr. 

Well , &nJbov - what I'a setting at 1• thie: 
that we don't want the Br1t1ab to coae baok 
and tell ue tbat the7 ~~a .... talked the Ore~lte 
out ot thie thinf and lea•• the GJ'eelte vonder1nr 
it we baYen't we ebed on thea in eoae wa7. Mow, 
we want t o lteep i n t ouob vi t b the GJ'ee.lte. I 
thlnlt tbat it '• under.tood tbat we were t o 
be reeponeible t or 12, I aean , 15 to go to 
the Qreelte and we want thea t o know that we 
are not tJ'7inr i n &n7 eenee t o get out tbJ'ougn 
an7thing that -1 be eaid t o t hea b7 the 
Britieh, that we etand b7 O\IJ' proaiee. 

Wel l , I haYen 't oontaote4 the GJ'eelte. I'•• 
on17 talked to 70\IJ' ottioe - I'•• talked t o 70u 
and t o Stone, that ' • t he on17 pereon I haYe 
te.lked to. !low on the practical eide tb17 
ola1a,and it ie ••1'1 ea17 to aecertain i t, 
tbat thie Ourtiu P- 4o oannot land in Gr eece 
beoauee tbe7 haYen ' t got the lt1nd ot airport• 
that tbie plane need.e. 'l'b11 need• a u ooth 
conorete t1eld to land in. You eeet 

Iee. We.ll , nov , we want t o ret that troa the 
Greek e. 

8o I aade t he eugeet1on t o St one laet night 
that what I told hi.a ot 87 oon•ereation With 
the Bri Uab be iaaed1atel7 repeated t o the 
Greek IU.nhter here eo t hat be oould obeclt up 
ae t o whether the ln(lieb were telling the 
truth. 

Yeah. Mow, Murra7 ie roinr to do tbat thle 
aornl ng and een4 70u a oop7 ot hie con•ereation. 

Well , who ie Murra7t 

Be'• t he bead ot the llear l&etern DiYieion. 
I Well, 70u and I are t orether beoauee we re 

both ea7ing the eaae thing. I eaid t hat the 
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Greeka ought to ba told that to aake aure 
that the !ngliah are telling the truth. 

!bat'• al l . We don't want the Greeke to haTe 
the leaat ocoaa1cn for auapicion. 

I oan get that but 7ou qrae that it what the 
Jngl1ah aa7 11 true that it would be atup1d 
t o aend a plane oYer that tbe7 couldn't uae. 

Yea, we are gl ad for the Brit1ah to tell ua 
an;rth1ns, but we want the Graeka pereonal17 in 
on it. 

I think that ie perfect. 

Yeah. 

I think tbat 1 a perfect. 

Yea. All r i ght, Henrr. 

~----­
' 
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RE FREEZING 

Present: 

H.!.!.Jr: 

Pehle: 

H.M.Jr: 

Pehle: 

!1.:!-:.Jr: 

H.!.!.Jr: 

Cochran: 

40 

Decembe.r 12, 1940 rLu Jt- -t: 
12:00 m. l'-v-,'!,ll/1~ 

Mr. Bell 
Ur. White 
Air. Cochran 
Mr. Graves 
!.lr. Young 
l!r. Pehle 
l.!r. Wiley 
Ur. Klaus 
l.!r . Bernstein 
Mr . Foley 

No1;, where do we go? 

Harry seems to be missing. 

Well, we won't wait. Go ahead. 

Well, on the point as to movements of Axis funds , 
I have a memorandum 11hich points out some of the 
high-lights, things that have been gathered 
recently. 

Read it out loud so that everybody can get it . 

(Ur. Pehle read memorandum which is Attachment 1) 

Well the one thing which seems to be missing, 
in the first place, is how few cases you have, 
and the second thing is1 what about that move­
ment of gold out of Portugal? 

I have a memorandum on that. 

(See Attachment 2) 

• 
' 
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Well, that ought to go here. Do you know aboutthat? 
\'/hat is t hat? 

Tiel l, we have gotten more gold here now than 
their Central Bank statement shows that they 
posess. 

That ought to go on, Portugal. 

And the Federal haa made some investigations of 
that, and they are going to give us a list of 
the different types of bars and so on that t hey 
have. 

I think that was one of the most - how much 
money? 

About 70 million dollars . That is their total 
gold that they have over here now. 

How much of that has come in the last two or three 
months? 

I will have to check up on that. We have had 
33 million dollars in gold shipped since 
October 2. 

That ought to go into this thing. To ne, that 
is one of the m.ost - there is 33 nillion dollars 
here, which oe.n hire a lot of propagandists, if 
that is Gerne.n. 

Ur. Secretary, it looks aa if they have enough 
money already in Brazil to almost buy the 
government and the armed forces. 

Not quite . 

It is somewhere about a hundred million dollars . 

But look at this thing coming out of Portugal. 
Did you know about that? 
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tio. The last I he11rd was that they bad sus­
pended shipments of gold. 

They are starting again, aren't they, Merle? 

I would add tba t , very derini tely. NoVI, who 
else was going to have things for me? 

Yfuite . He was in my office at a conference , 
and he had to go t o his office to get it . 

Qh . 

You asked me for several things . 

Please, will you (Pehle) take this back and add 
Portugal o~ there. 

I have the statement from Sir Frederick Phillips 
on their desires and the one from Clark describ­
ing the Canadian situation. I kept the one from 
Somary, which the men, moat of them, have seen, 
but which was submitted before this t hing came up. 

\'/ell, where are they? 

I have them right here . 

I nould like to hAve thet1 and take them hoz::e. 

Ana if you want this Portu~ese memorandum. 
Because we are trying to f~d whether the Portu­
gese treasury owns this gold. This is t he one 
from Clark, here is the one from Philli~s, and 
this is the Somary memoranda, and this 1s the 
memo the British sent us sometime ago telling 
us what they want if we put on exchange control 
in China. 

Is Phillips coming now? 

He is coming at 12:50 and is going into my 
office . 

• 
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\'lho else has got some more work? 

Here is a littl e item of back ground, sir, that 
might be helpful in talking to the Secretary 
of State. 

(!.!r. \'/hi te entered conference) 

This is from the alien property custodian report 
of 1919: "The relation between the German 
Government and the great German chemical houses 
was so olose that representatives of the indus­
try were naturally almost direct representa­
tives of the government and their work in this 
country gave them unequalled op~ortunities for 
examining our industries from 111. thin ~ • *• 
After the war began the industry became a center 
not only of espionage but of propaganda and of 
direct governmental activity. The number of 
striking instances of this develo~ent is so 
gr eat that only e few can be deta1led, but 
these appear sufficiently striking* • *·" 

(See Attachment 3) 

Now, of course that should apply v;i th equal 
force to the possibilities of the present . Then 
we have already got several items of interest 
with regard to what is going on now: "The FBI 
is watching the D,ye Trust activities, especially 
since two persons posing as aspirin salesmen in 
its employ uere found actually to be engaged in 
subversive or et least dubious activities in 
the \'/estern Hemisphere, inoludinl?, the carriage 
of secret codes (the Hoehne and \/olff cases) . " 

(~ . Foley entered conference) 

"2. Chemical lofarketing Comp&lll and Germall Gold 
and Silver Refinin& Institute (Dr. Kertess a.nd 
associates) are unnoubtedly en~aged in activi­
ties close to espionage accord1ng to the Dies 
Committee report. 
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"3. Ufo. Film . This is a propaganda agency and 
is being used in connection ,.,i tli the Agfa Ansoo 
for taking pictures of military objectives in 
the \"!estern Hemisphere in the guise of producin§ 
"educational films" for consumption in Germany. 

Then German shipping facilities, they can be 
accepted as going into that work. 

The German money forwarding agencies, Robert 
Hautz and Company, New York and Chicago; Ho.ns 
Utech and Company, New York; Carl Marks and 
Company, New York; etc., are believed clearl y 
to need investigation. 

Now, I can't renmnber, but I know I have asked 
each one of you for something. Does that 
finish you? 

A little later I will have something. 

Fine. I will give you a call. Harry? 

You asked for a description of the treatment of 
American property intereswby Germany, Japanese, 
Canada, and Italy. 

Yes . 

I have it here . ~ould you like me to read the 
sucmaries or just tell you? 

No, I 'l'lant to take it and read it at home . 

The one on Italy, as I indicated before, is 
rather brief . 

Have you got anything else? 

Then you asked for a statement of the renittances 
by the--

Post office . ' 
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Yes . \'/e had subui i t ed those ficures about tr;o 
months ago. \le cot in touch 11ith the Post 
Office and the Aoerican Express Company to 
find out that, and we broucht t hem up to date 
as much as possible . 

I would like them e.ll . I will te.ke it all ho:ne 
and do the best I can . 

All right . There is a brief memoranduo here on 
l'lhe.t the fund mi~;ht do nith regard to Latin 
American relations. 

You give all of t hat stuff that rou prepared to 
!.:oKay ana tell hill to send it up t o the house . 

45 

Right . There is one thoueht that occurred to 
me that I don ' t think has been mentioned. I 
haven't heard it menti oned . It just occurred 
to me today. \lith respect t o t he possibilities 
of controllin3 subversl ve activities in Latin 
America through the extension of exchange control, 
all that information that we received of the 
tie-up betvreen American concerns and others is 
very conprehensive . There i s a possibility thst 
might be north t hinkinG e.bout, that rrhere ex­
ports are sent to companies thst this Govern­
ment doesn ' t ap~rove of thr ou&h agents, through 
the extension o~ exchange control, you have an 
instrument v:hich you can use if you rish in that 
so as to get the changes made by the ~erican 
companies if they don' t see fit to cooperat e 
throu£h the ordinary channels . 

ilon, does l.: r . \.'iley get those llelson Rockefeller 
reports? 

I don ' t knorr. I have got them on my desk, and ~as 
going to - didn ' t kno1v who they noul d go t o. 

The ones v;here he is looking into wl:ich American 
businesses a.re being--
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That is right. I waa going to give thm to 
Gaston . 

17e got one set on Peru and a report from the 
State Department man. 

No, Nel son Rockefeller. 

lle sent them in . They were State Department 
reports . 

4S 

You had bet ter get together with ~bite and make 
sure they are the same things. 

If they haven't got theo, I will make them avail­
able. 

It is something Rockefeller made available to 
me personally. I doubt if you have them. 

They are very comprehensive . It is one of the 
best jobs I have seen done on anything like 
that. I was very much anprised at the amount 
of work they have done in a brief time of that 
caliber. 

Just make sure, because it ought to flow into 
t hem for digestion. 

I think it has great possibilities . 

fill you? 

I will do that. 

Now, just a second. Tomorrow morning at ten­
thirty the English are coming in on their securi­
ties, and I would like to have you (Bell) here 
and White and you (Cochran) . That is all that 
sits with me on England, isn ' t it? 

I think that is all that has been in so far . 

You wouldn't Ti&llt to have one of the men in the 
SEC? 
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Yes . I am havin& Frank and Purcell . 

Oh, ;rou are . 

Yes, Fran-~ and Purcell. 

And Cl ark just accepted . lie will be here. 

Good. Now, there is, and we seam to have for­
gotten it, a committee that is supposedly betvleen 
the State Department and the Treasury and in 
~hich you (Bell) represented me on this thing. 
You re:mamber l'lhe~ \70 11ere over there, ;;e said 
17e woul d appoint a committee . Now, e.s you 
r~ember, nho was it up to to cell that meet­
ing. 

Hull. 

1.7e.s it up to Hull? 

lie went out of the room and :you said, "Bell 
is at your disposal, ll!ld v1e Wlll wait until he 
hears from {OU," so he said, "All right, I 11ill 
get in toucll with you in the next few days." 
Also at t he l ast Cabinet meetin~ I attended, 
the Presi aent said that :.:r. liul J. "has the 
Secretary's memorandum and he is supposed to 
~;et in touch 11i th you in t he next two or three 
days. " J.:r . Hull said atain, "I 11ill call you 
in the next fe\7 days . 11 

Then that is all right. 

That is the last I have heard of it. 

Now, why is Philip Young here? How does he 
come into this thing? In this thing, there are 
a number of agencies -let's put it in this way. 
I am a exporter. Let ' s say 11e put on exchange 
control . I rmnt to sell a thousand dollars 
export stuff, and the thin;:; we have (tOt to en­
visage - while you (Bell) are busy, if sooebody 
could take this uho isn ' t overr.orked - it is 
an administrati ve oatter - that this exporter 
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could make an application, let's say to FOreign 
Funds, if that l/ould be the place, and also all 
the other t hings so that 17hen he got a license 
he wouldn 1 t have to go to a half dozen agencies 
in Washi.ngton, see . Now, I think 'llhat we ought 
to do is, let's take the initiative so that this 
exporter - I mean, after all, if he has got to 
go here, if be has got to go to Colonel Baxwell, 
if he has got to go to Joe Green - where else? 

If it is a new order that has to be placed, it 
clears through ~ office , and we, in turn, clear 
it with Defense and War and Navy and State. 

Well, Harold, you are always quiet, so you never 
seem busr, altbousth I know you are busy. This 
is a str1ctly administrative matter. I mean 
the machinery. You see what I mean. I wish 
you would take on this thing, you see . You 
have been studying Pehle' a setup. Now study fl4 Jp;; 

the thing that Young can give you. How can it t:> f'v. 
be set up so that this exporter, when he applies 4-
for the funds , can get the whole works, so that It · 

be doesn't - the poor fellow would wear himself 
out, so by the time he gets through, he would 
say "'nell, the hell with it, I would rather not 
seli it," see . It is administrative machinery, 
which you are a past master at. 

I think there is a way of doing it. 

Well, but I mean the question of the setu~, and 
all that, and all you other fell ows are m1xed 
up with Argentine and China and God knows 'llhat 
else, so I think, Phil, if you and Harol d could 
get together, you see, and pour out your heart 
to him and tell ~ the troubles about the 
Priorties Committee, and UcReynolds is in on 
this too, but 1ta.o tells me, when I ask him, 
that he can't find out what Don Nelson is doing 
because Don llelson won't let hil:l see the forms 
that he wants the President to sign, you see . 

I think that would be a raarkable develoJ.Illent, 
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if you could head that into one hand because 
that is one of the difficulties they are hav-
ing in all the other countries, is that they 
are segregated, and there is a lot of red tape . 

Well I mean Lfac tells me that, and he says, 
·~.·ieli, I will go dorm tho hall and see Don Nelson 
and find out wliat he is doing." Well, that was 
a week ago, but it is your old pal lJac . You 
knou ~c when he doesn't want to do something, 
that is, you kno~ him just as well as I do . 
But I woul d like to - I don't say the. t it all 
should be headed up in the Treasury, but I do 
say that a manufacturer shouldn't have to go to 
three different places to get an export license 
and a pe~t for the money because they won't 
stand for it. 

The policy cannot head up here . It shouldn ' t . 
The administration absolutely woul d have to--

Now, I am coming to that . I am glad you men­
tioned it. The question of the machine~ I 
'think, ought to be here. Now, as to policy, 
that is something else. 

That is right. 

And what I think, the question of - the nay I 
look at it, whether a man should or shouldn't, 
the bibh policy, I think, should be settled by 
State, Treasury, and Commer ce, possibly ~ar and 
Navy. But there ou~;ht to be those five Depart­
ments . 

Leaving out the Defense Commission? 

They don't need them, but they v1ill get their 
foot in. . 

But anynay, I am just thinking out loud, and as 
I say, somebody has got to carry this through 
administratively, but I think certainly State, 
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Treasury, i'iar, NaV'J , Co!ll!lerce--

I am not at all sure you 1·;an t •;:ar and l!avy on it, 
except in an advisory co.paci t~·. 

·.!ell, af t er all, ho1~ are ;rou coins to tell 
;~ether a machine tool should leave t he country 
if the iiavy says the:r need it . 

They have got to be on it. 

Oh, sure the;r have. 

I think one person from the ;~ational Defense. 
No11 supposinr; a man is ~oinr; to sit on Pri­
ori ties . He vd.ll say, \':ell, I need this 
machine tool." i':ell, it is like the case you 
(Young) cited me the other day. The] wanted 
to buy sOlile boxcars - I may not he.ve it exactlv 
rignt - f rom South Africa and they nanted to · • 
pl ace the order in a factory that is now making 
tanks . Now, should South Africa be permitted to 
get an export license and be ve~itted to place 
the order with a company who 1s making tanks? 
Now the question is the Priorities, and I think 
it would be Nelson who is the administrative 
head of the Priorities Bo~rd. That is the way 
I feel as of today . 

iiorr about the De~artrnent of Justice in view of 
t he activities o. the FBI and so on? 

Ho. They are legal advisors . 

Novt I am Just throwing this out, you see. I 
am beginn1ng to ~et in to the thing, just begin­
ning . How does 1t sound to you, Ed? 

All r ight. 

V:ould that be two things: acb:rl.nistrative 
machine~/ in one spot, and then a board nhich 
would sit once a week and fix the high policies 
as to vtba t should or sbouldn' t go out. 

• 

, 
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Yes . There are so many Departments involved in 
it you have to have an inter-departmental board, 
as far as policy is concerned. 

And that would really be a board of econanic 
warfare. 

That is r i&ht, and if you had the administration 
here nhere the policy that was determined would 
be carried out and not sabotaged~-

And another thing the administration would break 
dorm if the administration has to detennine the 
policy alone. 

Ylell, I 11ouldn' t t ake the responsibility, Harry. 

No, I don ' t think you should, but if you can 
se&regate the tno, the better job the policy 
board does , the simpler the adcini stration, 
and it can be very effectively done, I think, 
and done with much less red tape than elsewhere. 

And not done by personal hunches the way it is 
now. I mean the best example is in the room 
here, Mr. Hull tells me that somebody, he doesn't 
know r.ho, has given the Greeks their word of 
honor that we are going to give theo 15 Curtiss 
P-40 ' s, and the English are going to give them 
15. I said, ~well , who gave th8n that word?" 
He said, "I don't know, somebody did." And 
everybody else tries to scramble around and make 
good on it, and the British say positively that 
the Curtiss P-40 can' t be flown by a Greek 
because he doesn't know how to fly it, and in 
the second place there is no field where they 
can land it, because t hey need an absolutely 
perfect landing field . Otherwise, it is a 
beautiful idea. 

I think that policy committee would have to be 
of Cabinet rank, Ur. Secretary. 

Oh, de!ini tely • 

• 

• 
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They could have aubcODIIIIi. ttees to deal with 
anr technical material . 

How do you like that, just pulling it out of 
the air? I dreamed it . Did you dream it? 

I think that is a perfect plan and an essential 
plan . 

Did you dream it, Harry? 

No, I didn' t dreao much last night . (Laughter) 
(Discussion off the record) , 
Philip, you have given a lot of thought to this. 
Does this at all fall into mat you have been 
groping for? 

Yes, si r , it does. You will find an ardent 
supporter for that scheme in Berle. He and 
I have talked about exactly the same sort of a 
plan, of a coordinating committee at the top 
with the administration centralized, which he 
is very enthusiastic about and also very anxious 
that the administration be carried on in the 
Treasury. 

Yes, but I mean this would fall into - I haven't 
given you a chance to pour out your heart on this, 
but would this be along t he lines that you have 
been thinking? 

Yes, exactly, because, at t he present time, you 
have four clearances that a foreign sui1}ier 
has to go through. Joe Green, technic y under 
the neutrality act; Uaxwell, in the interest of 
defense, representating the President; my office 
for the placement of an order before even a con­
tract can be si gned, and frozen funds where you 
run into it at the moment or eve~1here if ex­
chan~e control is put on. Our difficulty is in 
keep4ng control over foreign orders which may 
came into the category of strategic items or 
war supplies, the boundary line being very 
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shadouy. \'ihere they came through t he hands of 
import firms and agents over whom you have no 
control, because t he original setup for our 
office was to deal directly ~ith the foreign 
~overnment, and you have all of these purchases 
1n i nstances wher e you don't have ~urcbaaing 
missions or accredited repreaentat1ves coming 
through all sor ts of different ways . 

Harold, you see there are these four agencies, 
and I think the argument for the Treasury doing 
it is - after all we have Customsz which can be 
used to reverse - I mean they coU!d be used to 
supervise stuff going out as well as coming in. 
\"le have Coast Guard to stop the boat from leavinc 
if we don ' t want it t o. \'/e have complete con­
trol of all ports now through the port captains . 
\le have - we issue a license before a ship can 
sail through our ship control. 'ile issue the 
licenses for the money, so the machinery, the 
policing and all that, I think, belongs here. 

Is this contingent upon the extension of the 
foreign funds control to the uncovered areas, 
or is it a separat e proposition in your mind? 

No, what I would do - what I an thinking of, 
if I was go~~ to do this for the President, 
I would lay tne whole thing before him so he 
could do it all at once, freez.a· the funds, 
set up this thing, and the whole thing would 
be explained. 

But they do hang together? 

Definitely. 

But this other thing was in the mill before the 
extension of foreign funds cace up. You have 
been talking about this with Philip, how it 
could be separated and still r.ork. 

Yea, but if I am going to do this, why not let's 
do a good job for the President, and also it 
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kind of takes the curse off the foreign funds 
business. It doesn't stick out like a sore 
th\llllb. 

I think if a decision Tiere made not to s o any 
further on freezin~.foreicn funds , you still 
ci~bt nant to do tnis . 

That is right. 

In order to get the loose ends together. 

I didn 't understand, but I think this is defi­
nitely something l<hich needs a smooth running 
machine, and Harold is the felloTI to do it. 

54. 

Isn't there an additional reason r.hy it should 
be in the Treasury Department Ur . Secretar)~ 
The State Department after ali is the important 
Department that shapes forei&n policy. 

Right. 

And it seeos to me that there,should be a seg­
regation between the shaping of policy which 
corresponds to legislation, the legislative 
branch of the Government, and the administration 
branch of the Government, those who execute the 
policy. In that way you get both a counter-check 
and the division of labor lends for efficiency; 
and, I think, for that reason alone - and those 
are the only two Departments who could possibly 
handle it. For that reason alone, it should be 
here. 

Harold, nhat I nould like you to do - I didn't 
oean to shut you off. 

No, ! ao throu!;h . 

Do you like the way I ao approachin~ this nor.? 

Very much. 
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\'1hat I would like you to do is, anybody the. t 
you (Graves) don't kno1v, end I think the person 
l'lhose work you likel y kno11 the least about is 
Young. Get that . I r1oul d ~;et hold of McReynolds 
not l~ter than tooorron and give hio e. sketch 
of this thing so that he doesn't go off on some 
angle before i t is too late, and t hen tell hiD 
that Tie r.ant to work with him on this, you see. 
Get to lie.c not later thAn taoorrow. 

Right . 

And tell him quite frankly just what we have in 
mind. 

\'.'ould you r.ant this to &et out before you infol'lll 
the President . 

Well, l!cReynolds is administrative assistant to 
the President. Any orders have to flor. through 
him anyway-, 

That is the channel? 
• 

Yes, A&ninistrative orders have to be set up 
by YcReynolds for the President . 

But you weren' t thinking of UcRernolds taking it 
up with the Council of Defense f1rst . 

In his capacity as administrative assistant, as 
a man who draws up these orders, isn't that right? 

That is right. 

And is a Treasury employee on leave- -

He has already discussed one phase of it with 
Don !Iebon. 

I knoll, but the thing is all sixes and sevens. 
Now, if it could be done in a nice adminis­
trative package, the whole thing \7ould have an 
appeal to the President, and he woul d say, "Well, 
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this makes sense . " \lhe. t do you think, 1~'iley? 

Sounds all r i ght to me. 

su 

Nothillb in here but what it would be much easier 
f or yQu to nork . :~ell , Harold, ~;et your teeth 
into this thin&. Is anybody, f rom en a~nistre.­
tive standpoint, unhappy about this? 

Just tho one thing . You \'lould consult with St at e 
and Commerce on t hi s business of extending the 
f r eezing before you t ried to put i t in--

Oh--

The.t is ~ only reservation. 

Thei' rray I Ylould do it no171 if I \7ere ~oinr to 
do 1 t , I rrould consult witn !.!r . Hull artery ne 
have t he whole package rather than a pi ece of 
i t . 

But give him a chance to give his O.K. before 
it goes to the President . 

Oh, sure, but I don ' t want to - I wasn' t happy 
to walk over just on thi s thint;, l:ut the vray 
I am talkin~; and thinkin~, it se~ t o ~e that 
that is so:tething that m1:;ht appeal t o ::r. Jiull 
and t o anybody else who is int erest ed. I mean, 
on this basis, af t er ue :;o e.long a little fur­
ther - you see, I Tri ll keep pushing i t . 

Ther e is one consi deration that is not qui t e 
clear, !!t•. Secretary. ~uch of what you ar e 
speuin:; of in the exchan:;e ;;ould not apply to 
present con: rols, so t~t it r ealll has point 
only i f there is some extension because the 
kind of proble~s t~ct c~e b fore Philip and 
t he other :roups do not a?ply t~ most ~f the 
counlries with which \7e freeze tne funas , so 
tha t t:1e kind of probl ems that the~' woulci con­
tend vri t h, it seems to me, clepends lar~;ely 
upon the ;:rior assun.ption th::.t it is ;:;oin to 
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be extended into other areas . Otherwise, the 
organization doesn' t have much point with the 
kind of probl ems that are confronting it now. 

But t his puts the whole thing together. It is 
a vast, important problem, e.nd the President can 
see it an<l whereas a man withdral7s fran taking 
action because he is afraid of the administra­
tive end of it, he will sar i "I can do this. 
This is all right . This Wl 1 work." 

O.K., gents, I hope you all have a nice after­
noon. 
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December 9, 1940 

Subject: Gold shipped here b7 and for 
account o! the Bank of Portug&l. 

More than $70 million in gold has arrived here from Portugal 
since the beginning of Julr, 1940, shipped br and for account of the 
Bank of Portugal. Since all of the gold was earmarked upon arrival 
in tlew York, that Bank's gold balance here rose from $30.1 million 
as of Julf 3 to $109 .6 million at the clost of Dec~ber 5. (About 
$6 .0 milll.on of this increase resulted from the purchase of gold 
f rom the U. S. Stabilisation Fund. ) 

On October 10, I wrote 70u a memorandum in which comparison was 
made between the Bank's gold in New York and the asset item 
"Encaine-Ol'" (gold coin and bUllion) on the Bank's own weekl7 
statsment. At that time, the most recent statement available was 
dated AuGUst 21, and it could not be asserted definitel1 that the 
Bank'e gold in New York was of a greater value than ita "Encaia•e- or. • 

We have now received the Bank' a statement aa o! October 2r 
listing an "Encaiale-or• o! $69.1 million. On the same date, lh 
gold balance in New York emounted to $70.5 million and since October 
2, the Bank of Portugal has shipped another $33. 3 inillion in gold 
to New York. (All of this has arrived: there is no gold in transit 
at present . ) ~e have no •encaiase-or• figure available !or dates 
subsequent to October 2, but since this item has moved upward leas 
than $2 .0 million in the past six 1eara, it is verr likel1 that 
l ittle or no change has taken place since earlr October . 

The foregoing infol'lll&tion is tabulated below (in millions of 
dollars) : 

Period-1940 

Julr 4 - 31 
Aug. 1 - Sept. 4 
Sept . 5 - Oct. 2 
Oct . 8 - 31 

Imports !or Gold bal- "Encaiue-
acct. of Bk. ance here or• 3/ 
o! Port . ~ (At end of each peried] 

$ 7.1 
16.7 
15.2 
21.1 

$30.1 (Jul7 3) $68.8 (Jul7 3) 
37 .8 68 .9 
55. 3 68 .9 
70.5 69 .1 
97.6 gf (69.1) Carried 
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Nov. 1 - Dec . 5 12.2 109 .8 (69 .1) Forward 

!/All from Portugal, except $1.4 million from England in July. 

2/ During October, the Bank of Portugal also purchased $6 .0 million 
- in gold from the U. S. Fund. 

3/ According to 1931 law, the Bank values its gold at .066567 fine 
- grams per escudo; conversion of escudo value int o dollars hence 

made at t he rat e of $.0748 per escudo . 

The ·apparent conclusion is that t he Bank of Portugal has sent 
to the United States at least $33. 3 million of gold not shown in 
its "Encaisse- or" . S1nce onl y $14 .6 million of Bank of Portugal 
gold arrived here during the first half of 1940 (of which $2 .1 
million came from Portugal and about $12.5 million from England), 
it may be further concluded that most of the "extra" gold was shipped 
in the past f ive months . 

This "extra" gold may be any of t he follomng : 

1) The Bank of Portugal 's own gold. In addition to the gold 
hated under "EricalSse-or" , there is a reason to believe 
that t he Bank carries some gold i n its asset item "Di spon­
ibilittesor a l ' etranger et autres reserves" (liquid gold 
exchange assets abroad and other reserves) . Here is some 
evidence: in the week ended Llarch 20, 1940, the Bank purchased 
slightly l ess than $5 .0 million in gold from the U. S. Fund 
in order to strengthen its gold reserves . In that week, its 
"Encaisse-or" changed not even a fraction of one escudo . 
"Disponibilities, etc . ", however, rose $4 .9 million (using the 
rate of $.0749) .* 

About a year ago the largest amount of gold that could 
have been included under "Dispon, i bilities, etc". was $22.0 
mill ion . In the Bank's stat ement f or December 30, 1939, this 
item was valued at 536 .3 mil lion escudos . Examination of the 
Bank' s annual report for 1939 reveals that 242.2 million 
escudos of the above represented the Bank's holdings of the 
Government of Portugal 's 3% sterl ing obligations. Therefore, 
the maximum amount of gold that coul d have been i ncluded under 
this item was 294 .1 million escudos worth, or $22 .0 million. 
(The Bank's holdings of dollars were negligi ble at that time . ) 

2) Gold held by the Portuguese Treasury. The Federal Reserve 
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Bullet in, i.n i t s t able "Gold Reserves of Central Banks and 
Governments", uses only the Bank ' s "Encaisse- or" figure , 
converted at $.0748. But the Portuguese Bank's annual report 
for 1939 shons a table of the Treasury' s liquid assets at the 
end of ~\ovember, 193!l, rrherein appeared 430 .2 million escudos 
north of gold in bars, equivalent to $32. 2 million . 

For all rre lmovr, the Bank of Portugal may have exchanged 
its holdings of Portuguese Government sterlln~ bonds for 
Treasury gold, shipping the latt er to New YorK . 

3) ~~~~~~FT~~~~~~~~~~~~== earmar - o w c e o or u ac e rea as 
n erme a~. •n. ess we rece ve r er eVl ence a 

third partj?s interest was involved, it would seem inad­
visable to question the Bank of Portugal for what appear to 
be shipments of "extra" gold. The information present ed under 
the preceding tuo {loints su&gests that Portugal does own gold 
beyond that shown ill the "Encaisse-or" asset item of the 
Portuguese Bank statement . Regarding t he markings on gold 
bars already shipped here, frot~ Portu~:;al, I think you 1vill 
agree that these cannot be off ered as proof of ownership, si nce 
many Continental assay marks constitute good delivery in 
Europe' s gold markets. 

*The dollar iunds used 1n this purchase were rem1t tea to tne 
Federal by various banks in !lew York . Indication that the 
Dank of Portugal acquired such dollars during that same rreek 
is :;iven in the Bank's sta tement , 11herei n Portuguese bank 
det>osits at t he Bank of Portugal rose 100 million escudos, or 
sllehtly more than $4 . million. 
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BRITISH AIR COMMISSION 
1788 WAUACHUicn• AVIIHUII 

WA.HINOTON. 0 ·. C. 

"""'"''" ... ·-·-·--
The Bon. Helll'T Vorgenthau, Jr. 

lfubingtco . 

D. C. 

11:r clear Mr. Vorgentbau: 

I haft jut reeeiftcl tbo foll.owiDg cablegru rr­

Lord lle&ftl"broolc: 

•Please tell Vorgentbau I haft iDtern...t 

toclq Group Captain Sorler who 1a in cb&rp ot 

BoecOIIi>e D..,, the expe..U.ntal etation. He 

·~ CUrti•• PIIJ 1a a atrai&bt~torwarcl job, 

Fllea euil1'. All.iaon enc1ne baa proftd. to be 

reliable. It•a pertol'IMM8 1a equbalezrt. to 

Spi.ttire which 1a ftr'7 tU. accord.i.Ds to our 

'fi-. Speecl equal to Spi.ttire in acbaal exper­

iance. Al.titade C<lq)U'iaon abCJII'8 goocl reaulta. 

•It deaire<l b7 Vorpathau, 1 111ate tacil.-

itiea will be &i'nll tor lhntecl State• ()baer..ra 

at BoeCClllbe llGirn to etuc!T eurtiaa PIIJ pertora­

anoe OCIIIIp&1'eCI with British t7p8a. • 

It there 1a ~bin& 1\lrtber 70Q wou.ld. like ua to 

clo in tb1a -ctiaD, pl.eue let u lalaw. 

TOQ1'8 ainoereq,. 

tt-...._cr-
lforr1a •• 111.L .... . 
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Deer Henry: 

THII: SltCRnlii..V Of' STAT![ 

WASHINGTON 

Deoeaber 12, 1940 

Tbank you •err auoh tor your note of 

Deo1111ber twelfth and the enoloeure, whioh I 

u nry glad to ha•e. I should indeed eppre­

o1ete reoe1•1ng &nJ eupp1 ... ot&r7 1nto~t1oo 

along the ... e line. 

81noerely yours, 

The Honorable 

Henry Morgeothau, Jr., 

Secretary of the !'reawrJ. 

tl7 
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TREASURY DEPARTMENT 

· Washington 

FOR RELEASE, lWFt1I NG NEWSPAPERS, 
Thursday , December 12 , 1940. 
lC!/11/40 

Press Service 
No. 22- 83 

1.18 

Secretary of the TreRsury Morgenthau announced last 

ni ght that the subscri ption books f or the current offering of 

}/4 percent Treasury notes of Series B-1945, 1;ational Defense 

Series , closed at the close or busineee 1/edneeday , December 11. 

Subscriptions addressed to a Federal Reserve Bank, or 

Branch, or to the Treasury Department, and placed in the mail 

before 12 o 1 clock midnight ~ledneeday , Deoembor 11, will be 

considered as having been entered before the cl ose of the 

subscription books . 

Announcement of the amount or eubsor1pt1ons and the 

basis or all otment will probably be made on Saturday, December 

0 0 0 0 0 
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TREASURY DEPARTMENT 
11.9 

INTI:R OI"F''CI: COMMU NICATION 

.>Til!CTLY co.nm:III'lAL 
OAT& Deoaber 12, 1940 

To Secretary Jlorgentbau 

fltON llr . lO.U\18 

:11: reJ><>rl&: 

C<!comber 3. Tbe u aual report regiU'ding R&De Tbom.MII at atea , I!JIIOng other 

t>.tr;:t, 'l'boaaen•a reiteration tbat OWII&Da~ on 1n8truct1ons froiD Ilia superiol"a 

~ .... p. Tho::ISeD rully e.drtaed w1 th recard to eTery ..,Te o..e.ne~ IIAkea w1 tb 

~•!ted Stut es officials; tbat Tbomaen beliena Rllaaie. will euroise pressure 

cc ~u-ia tor Iii tler 1n exo~~m>&e tor ao outlet to tbe Aesee.o 1n faTor of 

Jnle;at"h ut the &xpcoae ot Greece &Dd Tllrk~; \bat lf~gend u cooperat1JI& 

100 J•Or coD~ witb t be Vioby goTerwaent e.Dd ia 110re 11Dt1-Brit1ah tbllD Petain; 

tll>~ Itoly will l and sutt icient troope 1n two IIIODtba 1n AlbaDia to beat tbe 

Creeks; thBt lllildalidea e.od not 114botege were t he oauaea or reoeDt :railroad 

4""""" 1D 1:orwa,y; cmd tbllt GeliiWIY had e.lrea4)' extended feelers for -oe 

•IlL the cooperation of oontiDente.l powers, including Rllaai e.. 

( tocMtber 5. ltemoraodum oo the actirttiee of Wythe ll1111oaa, r adio oom-

:tnt~tor of the lo!utual Broadoe.ating STat• and editor ot the Greenwich "'l'iJia,• 

ohurgea him 1<1 th baing guilty of dal1berUe diatortioo of te.oU oonoarn1JIC 

AatioDDl defe.oae broe.doe.ata OTU' the Mutual Bl'Oadcaat1~~& Syat•; it ap~a 

thll t l11ll16Jtl baa beell celled before gre.od jurlea to «ape]. b1Jo to 11 n aT1-

4coce conoemiDg Ilia broadce.ata attar re1'1l8e.l t o cooperate witb JBI 

Dtocber 9. '1'raDal.1 ta a cow ot e letter troa the preaid .. t ot the 

Oon..rol lleroury Corporation , Dellu, Taa., who request• 0oni'IIII8Jlt protection 

UOW1d tbe Big Bell4 ....cwy diatrict of Taa. 1n order to aatacuard .Aur1oen 

01ereury Olinea; be ae,ra aiailar ..aaurea were ~ 1n 1916-1918. 

Stota Oepe.rtmant .,.porta: 

December 7. AMrioen ConaulaU GeMral at Sbu&bai aq• tbe I t &lien Coa­

::.orciol Attacbe a t To~o ouried $800 , 000 1n Allerioao ~07 a t aw d~a b .. 

fore t'l"<<ll Shangbe1 to 'loQOi the 0\&rreDC)' na obtaiDed 1D Sb•np,tt • 
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~tbtnl kra IJf .Jmrnd1;ll1n 

btln &sm- lqlrtmat IJf Jutltt 
..... bqjiDU. I. ca. 
Deeeaber 1.2, 1940 

Tho Honorebl.e 
The Secretary ot the 'lr8UUr7 
'JUI\1JIIt001 Do Co 

ICr ¢ear llr, secretary, 

P&R!DIU.L AliD CONJl'IDl'JlTUL 
BI !H;l.lL I!BSSEI!OE8 

~0 

._ ot possible lUMber intereat to 70u, I 
• t~ttine berftitb a copy ot a -rudua conteln1"i 
Wo.-t1on to aupp1-t the ¢ate •ent witb WIT letter 
ot llove.ber 6, 1940 coneerniD& Frits llaD¢1., all .. ~rick 
llancllo 

SincerelY yours, 

Regraded Unclassified



J I 

, ~ ~ ~ ~ ~ i~ 

f' ~~~lJilll' J'flf' iJ1r ill' l' ~~ wl ~~I rf r • I ,• I •• sl 
Rrl ;, ,.r~_r t! I _ t-~ -· 

l I .. 
IJ1i~tl - .•. • i 

5 

~ Regraded Unclassified



) 

·•· 
,... .. , t .... hlala' or= .. ,._. 

122 

.. _~.._ ...... ,, .......... ... 
.. _ ......... *•'2 ,, ........... --. .. .. 
• .._ •• .,...~'a Pr•ru ........ IMII 2 2 1 Ant 
....._a " e 't~ AI.- ... ._.._ .. ._., 
S,... ,._ r' .... ns _. 11 2 M ... , 9* NdSI J Ur .. ........ 

.. rskt II • • 2 

IS .. a\ IIFNI ... D 12 I I n aM 
... &a ...... 

.. 
-

•• 

Regraded Unclassified



TO 

SubJect : 

TREASURY DEPARTMENT :123 

INT ER.OFF1C IE COMMUNICATIO N 

DATa December 12, 194o. 

Secretary Worgenthau 

l.!r . Ha~' 
Report on conversation with Ur. Cesar Corders Davila, 
Executive Di rector, Puerto Rico Housi ng Authority . 

In accordance wi th your instructions, Commander VcXay made 
an an~ointrnent tor Mr. Davila and Colonel ~nuel Font , Commissi oner 
of the Housing, Authority ot San Juan, to see me at 3 o ' clock 
this afternoon . llr. Dav1le. explai ned t hat his colleague, Colonel 
?'ont, wns unable to come with him as he had gone to Baltimore this 
corning. 

Bri efl y, Mr. Davi la' s problem is t his, The Uni ted States 
Housing Author! ty 1 earmarked" $12 millions tor alum clearance 1n 
Puerto Rico. Later $2 millions were deducted from the $12 m1111one, 
the renaon being given by the United Statea Housing Authority that 
the tunda were needed tor detense housing i n t he United States. 
~r . Dnvila ea1d, however, t hat aince t he time of the deduction 
a direct appropriat i on has been made for defense housing, He ie 
endeavoring, therefore, to have t h e $2 millions restored to the 
fund& •earmarked' f or alum clearance i n Puert o Rico. 

Ur. Davila &tated that Admiral Leahy ea1d he had shown you 
the Puerto Rican alums and that you t her ef ore had first - hand 
i nformation with T&gard t o them and were awar e of the needs, 
It ls Mr. Davila' • hope that you wil l call llr. Straua and put 1.n 
a word in behalf of having the $2 m1111one restored t o the Puerto 
Rican slum clearance f und, 

• 
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Stcrt t •ry af St c tc , 

VitJ.Bhing ton. 

51..18, DtcEm!:>Er 12, ·~ p . m. 

lly 4406, OctobEr 22, 2 p . m. 

OR..Y 

Btrlln 

Dntcd December 12, 1940 

Rec ' d 7:15p. m. 

124 

FOR T~ASURY FROM ,,QODS IN TH" AilS":NC: CF H-AT!i !tiD 

FOR DEPART:A<:NT 1 S INFO~J'.'l'IJ!i . 

According t o a s tntEmtnt publishca i n WIRTSCHAFT and 

STATISTIK thE Reich'~ disclos~d ln~£bttdnt3• increased 

during Stpttmbtr by 3 , 179 million marks to a totul of 

69
1
721 million marks as compared with an increase of 3 1 631 

million m.arks in August . HowevEr , whereas in August ovEr 

thrtt fifths of the incrtaS£ had bttn in thE form of short 

term indebtednEss 2 , 336 million marks of the tot al 

borrowtd in Scpt£mbEr was on l ong t erm and only 843 million 

marks on short term . 

ThE major increases in long term debEntures during 

September were 1, 383 million marks in tht sixth series of 

4~ bonds (with 20 year maturity) and 955 million marks 11 

loans of which 623 million mnrks were 4% loans and 332 

million 
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-2- f 50l8, Otetmbtr 12, 4 p .m., from Berlin, 

million marks ~ loans (apparently an old issue sine£ to 

our knowledgE new issues carryi ng ~ interest were 

discontinued some months ago) . Ot the total increase in 

i.ZS 

short tErm borrowing duri ng SEptember 244 million marks was 

1n Trusury bills and c crtit1eatc a 307 million marks in 

• other loans" (including the loan of the RE1ehkred1tkasscn 

a;rstem to thE Reich) and 306 million msrka in thE Rtich~s 

operating credit at thE Rtiehabnnk offset in part by a 

reduct i on of 14 million marks in tax certificatEs outstanding. 

MOn:liS 

1'/WC 

1M! OCt 1~ WI II IS 
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lo ,..ply reftr to 
E.\ 84(). 51 ?roUn 
Crodlts/98~ 

Tbe Secretary of State preaenta hia comp11 .. nta to 

tbe Honorable tbe Secretary of tbe Traaoury and encloaea 

eopiee or a paraphraee or tele~r~ no. ?e2 of December 4, . . 
1940 troa t he American Leco.U on o.t B.lebereat, recerdin« 

!urldab end .l!woallilll necotio.tiona ! or the ncbe~ or 

cotton tor petroleua pro~to. 

Enc1oaure: 

rrom Bu.chart:a t. 
December 12, 1940. 

i.ZS 
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P.t..l!lFl"'' Sl! Ol' 'liLIGIWI IIICIIl'ZD 

l!IQI: Amerl.,.... Lep.Uon, ~eat, l!ulo&A1&. 

~ft: Dee .. ber 4 , 1940, 4 p.a. 

NO. t 182 • 

.Reference 1• ll&dt to Depa.rtaont' o telogr ... no . 374 

of Oct. 29 , 8 P•• • 

Yeater~ thla Legation waa Yitlted b7 aD officer 

of the Jl&tional Bank, who ahowecl • • telegr ... received 

fro• tl» Cba" Be)'k to the etteot that the VD1te4 S\atee 

!rea .. 1'7 vae rocoadcltriiiC the Uon" 1a tl» -t at 

$1,410,000 t or hr!deh cotton, vhtob vee 11...a oa Oct, 29. 

Be aelte4 1f I .t.. UTtMIIC about ~ tbh Ucea" vat 

'belac reaoulure4. I replle4 that I a.w aothlq at thle 

•tter: W!t.ere11p0a be requeete4 that I aake reco-nd&ilou 

t o tl» !re••l'7 tb&t tho llon .. be luu4. I tol4 bla 

tho\ be ebo1ll4 -.lot a repro .. ataUaa tllroacb tho ..... •• 

Ltptloa la tho Vni\84 liatee. 

14aaa bee - DDi1fle4 by tho hr!deh Co zolal 

•tiaobo bore that Mpilailo• ,._ ble CJoor01"1111at 

aJil •••to laTo1YiJI« ibe He11aJ1p of co\toa tor petro1-

pzo411Gh bon reacbe4 • uad.looll:. • aa14 that ...._.,_ 

laeleie thai !'llra7 l~ort petro~ proboh la the ratio 

of ~ aal h of pooll• t o o• ... u at llaro"M, oJI4 'fvllaJ 

<•lab vpatlJ ...a. llaraeoM) laehh oa • ratio of oM 

1.2? 

to ••· hl4oat1J 'fvllaJ ladeh that 110 oottoa vlll be ehlppe4 

peelliiC tilt cruiliiC of Ue requeat . 
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!he donre of ~a to lllport peolbo h d'Olo to 

tho obuttb« off of MrDh in the Modi terranean and tho 

oil-boTlnc pol1o7 vhleh Oot'U.117 (vhlob ei1101 laet Jane 

11aa boon tho eolo 'bu71r of &ll7 t..por~•) bao pvftll4 

1D recent ..,nthe. In oplte of tho faot that o..._ 

cU11ol oll, her pooU• pa.reballe ban been belcor tho 

raUo of ll:oroiiDO an4 4111ol oll prort414 "07 tho ..._., •• 

o!'lldo oll. Moreonr, Ooi'W&JlT 4oee not 4enre to etop up 

raUo ae olio epparentl7 bao a ,ttr~ater need for ll:oroiiDI 

u4 cUeeel oll the for poollu. !hto bae re.-.1\14 iB 

a obortace of ll:oro11111 an4 41olll oU, Vllllo pool1• 

otorap ~paM bae lloeB oo-plo\117 tille4 up. !borefore, 

the rofberlee are ooafron\14 v1 tb the q~~~oUon ae to 

otoraco opaoe far cuoU• 1o alreed;r 1111! up. !bio 

ollill&Uon (pl'llo proo....,.. 'b7 Clet'U.IIT) bao foroe4 .....,ia 

to att111pt to Mll:e all bor Jal.ll:u II&J'll:oto tall:o pooli•, 

ia or4er that tho problea of otorap 1111 be allerta\14. 

:128 
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5009. Dacellber 12, ILOO&. 

OJ.U 

Bmll 

Datef. Deon'ber 12, 19110 

lleo1 4 311.0 P••• 

17 ucr .. of tlla Jle1ch llilliater of liD&ac• 1004• 

orl.ciDatiDC !.a tbo htborU.U. ar. to 'be &4111\tef. frea 

of ov.atoaa 4ut1 .. •• froa Deon'ber 16, 19110. lll Ber1l..a 

oirol .. 1t 1a aat1c1patef. that tlla Staatboltar !.a tlla 

oooup1a4 latllarlaa4a territorr vlll hav.a a pa.-llal 

uoree atipulaUDC 4ut7 tHe e11trr of Oera&ll coo!e. 

li)JIIlii 

CSI 
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Secretar.r of S\ate, 

1099. !wlftll, 

PWll 

8\oollbol.a 

Da\ed. DeCDI>er 12, 191!0 

lec14 10(50 p ... 

Oo,...,...,.t .. ,,..,._ for fhcal 7aar 1941-1942 .. tt.a\ed. b7 

h4'et ltal'e81l at a:>76 a1111on crowa or aU&I>U7 hl&l>er Uwt. 

OU"HAt fiacal 78&1'. tikaballk DeCDI>er 1 a1111oA crovu M\allic . 
r .. ern 663 foraip ezd>uca 808 1oaAe diaoov.Ah 6}8 circalaUoa 

1375 d>ack c1earaAc .. ¥oyeaber 8\ccllbola 3296 Oo\heaberc 339. 

tirat claae eulpbl\a wo4 baW..a }0 u4 36 on per noattac 

011b1c foot, Mooa4 cl& .. eulpb.ita u4 fire\ clue alpbata wo4 

betweA 24 u4 JO ora, eeooa4 clue Rl.pbata wo4 betw.aa 22 u4 

28 ora, Price caaz'aA\7 ooyere JO a1111oa cnabio M\era. Pre•• 
Hpor h Bol14aa Co~~PUT copper productioa 12 tllouaaa4 tea• 194o 

aa4 turtller iacn .. e to 16 thov.au4 \cu a:o;pao\ed. wUh a:.;p1o1\a\1oa 

ot e\ata~ 4apoa1h. fire\ ra~ foo\ u4 -til u­

daca hl7 nftll reporta4 troa aov.\la t1101ln. la4u\r1al protaou .. 

1114es -cq~ o• poia\ \o 106 for Octa'Mr Wt avna\ talllac off 1a 

la;porb of coal ~~~~ oou14naU& auie\7. ¥ep\1a\1ou looldac 

\o Naewal ot louie.,.. ......... for labe\117 for 19il1 .,.....,., , 

130 
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Ill - 2- 1099, Decea'ber 12 troa 8\ocl<hola. 

H it too earl¥ \o predict outcoM 'but ucoUaUolll are proc .. 41QC 

olovl;r. Uhr le~ debatu R1lctl4ac t11l&ll7 epprond a&laa tax 

ettaoUn Januar:r 1, 1941 on nearl:r all retail 1&111 of 5 per oent 

uUated to 7ield nearl;y 200 ailHon crone in one ;year &lao 

apprond oppropr1at1on 15 a1111on crown• tor orect1oD obalt oil 

pl&D\ expected to 7ield 15 \bou .. D4 .. trlc tou of crude oil per 

-· .t.lao appropriatloD uarl:r 32 a1ll1on crOVIll for lqiJI& 

doVD t.., 11l:l>t crut .. ra &114 uD41eclo .. d -bar of de1tro:rara &114 

oubJO&J'iDn. Ba.DlcrupUcie1 Iona'ber -'bered 113. 

SHRLIIIG 

llPL 
• 

... . 
• 

• 
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Jc . 268 

pm!ICTII! 

SlT!l#lOJ BIPO!!f 

K.l.D., Y.D. 
Dec•b•r 12, 1940. 
12100 IC. 

fbio ailitary oituation report ia ia~d by tbo IC1lit&r7 
tntolli,eDco DiTiaioD, General &tat!. ln Tiev of tbo oceooional 
inoluaion ot politioel informot i on and of opiDiOD it io elaooitiod 
al 1\tttrigttd. 

1. Veateru Thfater ot Var . 
I 

1. J.ir force 0perat1ont. 

• 

132 

During daylicht ot tha 11th, tho Geraano aa4o oeattarod 
raido on oouthern 3n«lend. Laot nicht Birainghaa wae bo•bod rathar 
boa'l'ily and thoro vero licht attael<o in oouthveat :lnglend and tha 
LondoD area. 

The R.£.J', lut nipt operated normally agail:lot porto 
iD occupied terri tory end againet inl&Dd docl<o and railroad yardo 
iD wootorD Germany. 

tl, Greok Theater ot Yv. 

Increased ltali&D rotiotaDCt bao dowod dow the Greek ad~ 
Yanca in tho center and north. Tho Grool<e are reported to h&To 
puthod ahead on the oouthorD tront DOrth ot A<girocaotro and Porto 
144a. Italian air actiYlty eppoart to ban boon oo .. Ybat .oro ot~ 
tec·t1Te, 

III. Mt41ttrraAttA •n4 .&.fris;;t.,Q fhfattr! of Var . 

fho capture of Si41~Barr&Di on tha atternoon ot Dee•b•r 11 , 
1940 io reported by tha Britioh, Cairo diopatehoo otfieiollT oatt.ato 
20 ,000 priaonara (probably .catly natin) and hugO quantitioa of war 
.. terial. fvo Italian diTia1ono, one nati'to and one Blacl<abirt, 
oppoar to bo out oft fro• Gra&i&Di '• .. in lriiT• The Britioh baYo 
C&lnad air luporiority on thit front and lrl ooploitiDC it, 
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llo. 269 SITU4fl01 !!Jl'Ol!Z 

K..I.D., V.D. 
Dec .. ber 1.2, liHO. 
12100 M. 

133 

!rblo a111t&r7 oitu&t1on report 11 houed 'b7 the Milit&l')' 
Intellicence DiYilion, General St&tf, In view of the occeoion&l 
i.nolution of polit i cal informetion end ot opinion it io claooified 
aa Reetr1gttd. 

I. Yeetern !rbeater of Yar . 

1. Air Force Operat1ont. 

The German Air lore• durin& c!qllpt on the 1.2th 
operated non:>all)' over ooutbern liDt;land. Lut ni.ght boabint; 
activit)' vao high. Sheffield vat aubJeoted to a particularlT 
heaT7 attack, Smaller raid• were made on various other pointo. 

The R.A.F. last nipt cancelled all operation• ex~ 
capt a small Coaotal Command raid on Breat. 

II. Greek !rbpeter of War. 

!be capture of Porto Palenoo on the coaat road about 
twenty ailea north or Porto l4da hat been announced officiallT 
by tha Greeks. It 1o belie..ed that ttiffenlnt; Italian reehtance 
end ba4 vaather ha..e oloved up tbe Greek ednnce, except &lone the 
ooan, Air actirlt7 epparentl)' llaited. 

111. Ktdittrn.D'M y4 J.trlsy Tbttttrt of War. 

In J«r.pt Britith forcet are nov follovint; up tbo Italian 
vi thdnval toward Sella. 

umicnP 
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FEDERAL RESitRVIt BANK 

o,. NKWVORK 

Mra . H. S. llot• , 
Secretary tc Ron. Re11r7 Morgentbau, Jr., 
Treaauey Departooent, 
Jaebingtcn, D. C. 

Dear Mra. notsl 

Decoaber 12, 1940. 

In a ccordance ritb tbe .,a .. uon -de br tbe Secretary 

lata t bla e.tte.rnoon, I u enclosing COP7 or tba notaa eblcb we 

made o! our intervieea ri tb tba •rlcet bere on TUeadey ..,rning 

wi th reopect to tbe nee iaaua o! Datenoa loteo. Be tcld .. that 

rou would aea that it got to hill pro11pt}¥ in tba ..,rning, end 

that a would not be IIUbjaet tc general dhtribution. 

81ncerel.J' JOW"•• 

!De. 
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,.EDERAL RESERVE aANK 

OF NEW YORK 

CORRESPONDENCE DATI' TUt$DAY, DrCJ:MBE!! 10,1~ 

oo:iitt..:lrW. £FDD:J£S:s,_ _____ _ 

..., • .,. • • n. G..-fiouk-and So A. lliller 
Detenae Notea. 

l!r . Len of Salo.,n Brothers and Hutzler 

rho l'r euury could sell an;y of the following notee: 

l year 
2 " 
3 • 

4 or 4 l/2 • 
5 • 

- l/41-
- 3/8'/. 
- l/2$ 
- 3/41-
- 7/8'/. 

. :a t.Ueved t here n a no question about a one year note at l/41- or a five year nota 

.t 7/3'/o boiJii a sueceaa and that a tive year 7/8'/. note qbt even be sold by the 

.reasur)' at 100 l/4 to yield 0 .82$ which would ana t he Treasury a little 110ney, 
'" abo tho:.~,;bt tlult a 'J/4'Jo coupon on a four and one-half year note would be 
r.,.conable . He believed the market basis for a four to four and one-halt yeer 
not.• would be 0 .6ol' to 0 .65% and for a five year note 0 .70:'. He mentioned tbat 
hlt esU,..te of the market basis for the five year note was lower than tbe tax 
e.ui valent r.arket basis for the 2 l/2% bonds of December 15, 1945, becauae of an 
allo•ance he made for the high premium on the latter issue, 

l!essr s , Mills. !O&l-ckwald and Leede of piaccunt Corooration: 

They submitted the following statell8nt of eatl.JIIates covering a one year , 
t-.o yonr, threo yoar, four year or five year note: 

Couoon 

1 Yaar Tmble llote Duo December 1941 

100-4 
100. 8 

.083:! 
100. 
100. 9 

100.7 
100.10 

I;O::rpnrab1e with - c.c,c. 1% - ll-15-41 on , ()()% basis - tax equiv. . ) ';$ 
u.s.H.A. 1 Year l/ 4'• on .OI$ basis - tax equiv. • U% -- - ----- -- -- - ----- -- ------- -- ---

2 Xear Taxable Note Due Decnber 1942 

.275% 
100.6 
100. 14 

100.9 
100.17 

.175% 
100.1) 
100.21 

Cc::>;llll'abl e with - H.O.L. C. 2 1/41- 7/l/42-44 on . QS% basis - tax equiv • .s'l'.l> 
R. t·. c . 1$ 7/l/42 on .0~ basis -tax equiv •• )8'/. -- - -- - - - - - - - - - - - -- - -- - - - - - - - - - - - - - - - -

3 Year Taxable Nota pue Ptceaber 1943 
.42Z' , 37SS . 3251 
1oo.e 100.13 100.11 
100 •. 19 100. 24 100.29 

Co:apnrab1a with - 3 l/4% October 1S, 194.3-45 on . 261. bo.ti• - tax eo;>dv. 
1 l/f;fo December l5 , 1943 on .1$% b&oia - tax equiv. 
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FEDERAL RESERVE BANK 

OF' HEW YORK 
135 

cc ESPONDENCE 

SU8JEC:Tt-

- 2 -

4 year Taxable Note Due Oocembcr 1944 

<..oucon 5 %1.-- . 55% ·'9A.r--------;·~4~5%~----
100.7 100.16 100. 23 

JJJ 100.25 101. 101.6 

CoiOQi rable with 4% December 15, 1944-54 on .1.4'/. basis - tax eouiv. 2.7~ 
· 1'/. Sept<ombor 15,1944 on . ;l!'f, basis - tsx eGw.v. , 7C'{. ________ .. 

5 yesr Tt.xabl e Not.. Duo l>ecellbor 1945 

Co:r:OftJ"ivone : 
;/1$ due •rnrch 15, 1945 at 101. 6 

2 J/4 • Sept. 15, 1945-47 •110.3 
~ 1/'i$ " Dec . 15,1945 "109.13 
H.o.t .. c. l 1/2% JWlO 1 , 1945-47 at 103. 5 

Co!!r..~.tlll!= 

100. 20 

- .1.'7% basis - tu 0<1uiv . 
- .~ be.eis - " • 
- .60{. basis - • " 
- • 7~ basis - " • 

A d•fcn•o note "oul d have no r18ht vnlue , Aaouming one point premium 

100.12 

• 71'/. 
1.1.7'/. 
1.::9'/. 
1.?5% 

ri,•ht valuo on outstanding five year notee , you eight, therefore , justifiably 
<dd .2~ bas is to the yield now obtainable on present 5 year tax exempt noto • 
• r.if ..Odit.i onnl .20% basis 1rould place a 5 year texable defense note on 
•P?roxiu tely a . 70{. basis . To arrive ot probabl e yields for shorter 
U.Ublo def on:;e notes , a straight line from , 7C'{. basis for 5 years 
d .. cending to zero f or DecelOber '40 (there being no right value) ns dra'tm, 
r4 t~o )~elds above ~ere thereby indica ted . 

Pri ces derived from probeble yield on taxable not e s , based. on current 
"""J"ktt l evel . 

"· :.:.Ule believed. that there ..-ould be eome ruistance in the lllbrket to a 
:<.>.•b~o note and t hought " J/4'/. coupon on a tive year not<o would be too thin, 
•eoor..in to their os ti.n>ate that such e.n issue would sell in the muket on n bnsis 
bet•.eu• O .~o,; tu1d 0 .70{. . llo also thougllt tlult n 3/4% note for four end one-half 
l«t • rou.ld oe s tretching it , lie said the new note iasuo dll be an e>.-perimentol 
~~; ·r.d tho m!U'kct ••W be ""'tching it closely. 1\hile it might be possi ble that 

:/~~ fh·c :;cer i soue would be taken a 7/8'/. five year note would be a greater 
~,. . ' 
~: • :· :..~~ ';Ould pave the v;ay for future issues. He believed that soce alloo:ance 
·~ c~ ecce for a possible increase in taxes next yenr which would cake vulnerobl e 

• :.U.blo note put out on the basis of present carltet le-velD, 01ring to the •smoke• 
«:o:,t.r.;,inc " l ong taxsble note his reco=endation 1rould be to put out a s hort 
..:.:O"!.ty . ~ ' 
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t.!easra . llorris and Scblict.i¥ of Bankera truat CO!!!!!!!l 

Subodtted the followia& esU..tea1 

1 Year 2 );ear l Ieer " Year "1{.2 Year 5 );oar 

Collpoll l/1$ 3/8'/. l/zr. 3/1$ 3/4$ 7/8'/. 

Est.iatecl 
xarut 

0. 58'/. o.66J ,. 101. 

Basis 0.08 - 0 ,10 .so - .ss% 0,6<J:' o. '10% = 100.28 
I 

Mr. llorris stated that his first. cboica would be & fin year 7/81> nota 

u he tol t ~ woulcl be t.oo goneroua and 3/1$ too cloae , He thought, bowever , that 

a tour year 3/l.f. note lll&bt be stretched to four aDd one-b&l.f years . Mr. Scblicting 

otetecl that bo thought a five ~ar 7/8'/> lll&bt. be too rieb and his first cboice 

would bo a four and ono-b&l.f year 3/4% 11b1cb abould "hit 1t on tho nose•. Mr. llorria 

said that a one year l/J.f. note would be no probloa and that tho aaM would be true 

for a two year 3/8'/. or a three year 1/Zf.. He aa.icl that he <lid not. beUBTo thor o 

would bo any ruiat&nco in tbe ~~&rkot to tbe innovation in tho typo of securitioa 

being ilsuecl and thoro would not be t.oo aucb aal.ling o1' tbe tox-41xeapt iseuoa 

boc"'u111 as time goes on more banks will need tho ta.x exemption, Botb llr. Morris 

Scblicting bellnecl tba tot&l &JIOIIDt of ..,bec.riptions received for tbe 

''''"'on note should oooapare f&Yorably with tbe UIOWlt of aubacriptiona reco1"f8cl 

tho put for tox-41xoapt notes, 

Mossro . Garner &Del Richaond of Guarantr Trust Co•l!!!ll 

II%-. Go.rner at&ted that abort. popar i .s attractive to tbe•l bo ... vor, tbe 

of their taxable aocurit.ies. income is increasing and an incraaat in t&xoa 

pr<>boblo next year. Ho bellaYed tbat tbe question of "Right" value was also 

factor 1n pricing a new not& as 1t would aako a difference of about l/4 of a point 

the price of a five year note , lioth Mr. Garper !J!d ra, Richmond belloncl tho 

could sell a one year l/JJ,, a four year, or possibly a four and one-

year 3/J.f, or a five year 7/8'/.. Ho• over , a four and one-b&l.f year J/l.f. 

looked thin to thea although it would not be illpoaaiblo for it to sell 

the ...,.kot at a yield as low as 0. 58'/.. They belloncl 1t lll&bt be wiser 

tha Troaeury to &del an extra l/8'/. to tho coupon in order to insQro succ .. a 

tbe ll&l'lcot can be tested for tbis kind of an i a1111 . \1hilo tbey boliend a 

and one-b&lt year 3/l.f. note lll&ht be too thin, they also bollend tbet 

f~ve :roar 7/8'/. not& might bo a Uttle ricb &Del llr, Garner said that it might 

aoairablo to put out a abort. is..,o to confora with proaont l egial&tion 

prcvidoa tor payaent of tha notes at Mturity with texas . It this nra done, 

.. ould permit tho Treasury to gat. away from cuaboraome tinancing at an early 

Provided it could obt&in the necessary appro.-al of Congreaa. In 11117 event, 

•ould put out either a ono year or a five year not& aa th- appeared to 

ttlo roaaon tor doing ~ in botwaan. Although a one year 1/l.f. note 

not enjoy as wide d.btribution &a a five year note, it would be XU.n 

the l arger banks, They would aubacribo tor ..,ch an iasua it for no ct.bor reason 
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!.hal> to put 80108 deposits to work and. to cover tbe coat or deposit insurance. 'l'ber, 
or courst, would also teke a four or four and. one-ba.lt rear 3/4$ note or a tin 

year 7/8$. note. 

!lr . Green, Vice Preaident of Chase National Bank 

'•he Treasury could sell a one year 1/4$, a four and one-bsl! year 
J/1.'/. or 8 five year 7/81> note . Baaed on the current urket yield of o. ~ for 
~he HOLC 1 l/2s of 1945-47, a five year 3/4$ tan.ble note would look t oo thin. H• 
also believed a four and ono-h&lf year 7/81> note would be safer tban a 3/4'/> 
note ea tbare undoubtedly will be a lot of ~~~~rket resistance to a new taxabl e 
1atut . He believed, however, that the Treasury abould sell a abort note in 
..,uc1peUon of taxes , pencl.1ni such time as tbe Treasury could put out a lo~ bond, 
He said be realized , of courae, that a abort issue would w1lld up in a few large 
banta , which woul.C not be aa deairo.ble as tbe wider diatriblltion of a longer note . 
AnOther objection be saw to the one year aturity was that 1941 was pretty wall 
filled up with other 11111turing issues which ad.gbt IO&ke it 100re desirable to put out 
a two year l:lliturity as there are r elatively few issues maturi.D;! in 1942. 

llessr a. Burgeu and ll!na of National CitY Bank 

The bond lll&l'ket feela pretty auch like the atock 0181'ket in 1929, or 
Ill other worda it is a "hectic bllll urket" . This should be teken into consideration 
Ill new Treaaury financ1ng . t'Urtberaore, it there ie o.ny question of t be autboritiea 
deal1nc witb excess reaarvea in tbe near tutura, a five rear 3/4$ note iaaue at 
thls t1ee mi&bt look very bad later, Therefore, they would reco~~~:end a tour 
tu! one-halt rear 3/4$ note or a fin rear 7/81> note, recocnhing that either llight 
be a little full . rule tbare 1a aomethinc to be said in f avor or a one year l/4'/. 
note, auoh an issue would add more tuel to the tire in the keen demand for lona:er 
r.aturit1tn or abort iasuea at a hieher yield, llotwithatandinc tbeir reco111108Ddat1on 
or a four and one-halt or tin year note, they believed it would be no problea 
for tho Tronaury to sell e. one year 1/ 4'/> , a ~wo rear 'J/81>, o three year 1/2'/. or 
• tour year 5/81> note . Their preference, however , would be for a note 11111turinc in 
three yeara or longer. They alao coaMnted on the need for the Treasury to give 
oonaidera t ion to tba esrninc require•nta or investor• o.a the return on inveatloenta 
!.a getting 1111cb too aaa11 to provide a linllbood. 

Mr. Dn1.ne or Q, J , D!rlne ,.,.,.., eo.peny, Ioo. 

A five rear 3/ 4f, note would go vary well and. aa11 in tba aarltet on 
• 0.65% bea1a equivalent to a price of 100 1/2. Howenr, other a in hie office 
tb1nlt thet a five rear note abould carry a 7/81> coupon. He also said the Treasury 
could eell a one year 1/4$, a two rear 3/fllf,, a three rear l/2'/. aDd & tour year 5/fllf,, 
eJ. though hi a of!ie>e tbinlta that the three and. four ;year iaauoa abould carry a coupon 
1{81. h1&her , He hellene that, \lllder erlatinc conditione, tbe question of p&yinc 
0t!ut matur1ng taxable notee with ta:na in one rear ia aerel)" ao111thinc to tallt 
:. 

1 
and thet, owi.D;! to the stab ot tbe -.rket, tbe Mturity abould be aade 

cng aa possible , in thie c&ee five rears • 

• 
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The above Mntioned views of the banks 4Uid. dMlers were telephoned 

to Undersecretary of the Treasllr7 Bell sbortl:r after llaOO e.. a . toda:y. 

Our r eco.-Mation wu, briafl:y, that while 110st or the banks and 
dealora rocc..,..nd a 7/&r. coupon on a fin :rear note 1 our esU..tes indicete 
that a tin ;year 3/JS note ahou1.d aell in the -.rltet to )'iel.d around 0 .6o,S; 
that "' beUewed sucb an issue would be well receind but tbat, for reasons atatad 
111 tbe ae.orandua presented to the treaeur:r at the -tine on llonda71 if tbt 
Trea1111Y docl.des to use the llational Defeus• authorisation we would prefer to ... 
H ilaue a 0111 :rear 1/'S note, wbicb 1a the shortest •tur1t7 that cou.l.d be 

- · tuable . 

SAII:FD 
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TREASURY D EPARTMENT 

ro llr. D. I . Jell 

""'"' I . R. lla4lq 

It!! 
1. Ou.rontr !ro.ot 

2. Cbau laUou.l 

3, laUou.l !lHr 

4, J1ra\ laUou.l 

e. lntac ,.,.., 

s. Caval......, •• 

'· lulooro !naa\ 

a. ll....tac\uera 'h"u \ 

t. Cllln1 cal llall: 

10, llall: of III!Ua\\oa 

11. J. r . llorpa, tao. 

12. I ew ton !rut 

lll. Ianace JaH ,....., 

14, !lora 'llocbap 

18, 'O'aUI( I \a'" b-o.o \ 

a/ff DRIIA l)fll 

Mey1 & ~1owall1e 

'lla 211. A ~mrDtua) 
tl30,000, 000 

100,000,000 

1111,21!0,000 

ee,ooo,ooo 
Ill, .,., , 1100 

40,1100,000 

.., ,1100 . 000 

ll'7 ,1173,000 

31! ,000. 000 

l!O. 000.000 

l!O. 000.000 

18,7110,000 

lt!,IU,OOO 

115 ,000,000 

lt,OOO,OOO 

1.4.0 

lili2E&2ll.ll 
$100.000 .000 

100,000,000 

Ill!. 21!0. 000 

ee,ooo,ooo 

10,000,000 

40,1100,000 

.., ,1100 ,000 

ll'7. a'P3. 000 

!!15. 000.000 

l!O. 000.000 

l!O. 000.000 

18,7110,000 

16,000,000 

5,000,000 

5,000,000 
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IlK ''d Ql!!!Nt "'""''''' 
16. our Jaalt ra-n • 10 ,000,000 $ 10,000,0CD 

17. Marl•• trut,Jalfalo t,eoo,ooo f,IIDO,OCD 

18. Pn\Uc llaUODal '7,000,000 ,,000,000 

19. eo-trc lal 11&\loul '7,000,000 '7,000,000 

lJ). rt4e1lt r Ualoa traat, llwuk 1,'7110,000 1,'7110,000 

a. Jro ... Jrce. llu~ e,ssa,ooo 1,000,000 

22. JrootlTD fru\ Co. .,.,,liDO .,.,,liDO 

23. llanf.otu.n Ia trMoere !rut, 
~tala 1,1110,000 1,1110,000 

at. llarhle 11141&4 0 ,000,000 0,000 ,000 

:!e. Ll aco1a .Alll&oa, lloollaawr ll,400,000 ll,400,000 

MJIDI!Wit 

1. 
·- ll&ko .. \real 

., ,1100,000 111,000,000 

2. .._,.~map ... 11,100,000 a,ooo;ooo 

3. x-tcnat tlllutrtal •••• ooo a,ooo,ooo 

4. Drr4ook Int .. U,tOO,OOO 10,000,000 

•• Ual• llll• Int .. U,'ND,OOO 10,000,000 

I!!! a 

!be •*• --. - UeW la ... .._ ef tM -•• tallrdh ...._ .... 
eat ao\ -ltlJic .. rdaUW Ill .. ef ......... 
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3 I 'II llo 1 ... 

'e! ht., 

• t ' .,,= •• " .. • 1 a ''""' 

... Ii& ,.!'! :a;,, M ,,. . 
l, ..... .,,_, ......... ... ........ 
L ..... " ... 100, ....... . ........ 
•• SaU.Ml • ., . ...... ....... 
•• ftnt?a"-1 . ....... ··-·-•• ......... , ··-··· 10, ...... .. ....... •• ......... 2 - . ..... ,, ,., ,_, ....... ....... 

. .. 7 a~-·· ... , ........ . ....... .. ._OISPIM ~.-... . ....... 
11. ... ., ....... . ...... ........ 
u. '· ........... . ....... . ........ 
11. ... , .. _. "'"'·- "·"'·-
11. ............. , u ....... u,ooo.-

"" .... 7 .. ......... 
11. ................ M.lllol• ..... .• 
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- ·a •• r· 72 '#" 

... . ., ... ,._. t 10.ooo.ooo • 10.000.-

lf. ~ar&• ,..,Wfal. , .... ooo '···-... Milt latuMl '·-·- t.ooo.ooo 

lt. 
0 l&el ..... t.ooo.ooo t.ooo,ooo 

ID. ru.utr ..._ '-'· • * ..,.,.ooo •• ,.,.ooo 

•• ..-.ooo ...... .. • .....,. '-' o.. ··-·- ··-·-•• ..., ....... lftllft '-'· ...tal. . ..... . ..... 
... lllftM•GIM •.ooo.ooo •• ooo.ooo 

•• S.U.laAlU-........ . .• .- ..• .-
• 

MIJPI ''"'p 

1. ............ tftel ...... • . ....... 
.. ...., ... , .... ..... ... - .... .. .. 5 2 ........... ····- ··-·-•• .... * ... , ... u.•.- . ..... .. --- ... ,. 'u •• .- .. •.. ,. 
-............. u. ........... ., .. _ ...... ··- .... .... .. ,. ............. ., .. ...... 
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171-:DERAL RE SE RVE BANK O F C HICAGO 

Dece•ber 12, 1940 

Hon. D. W. Bell 
Under Seorotar,y of the Treasury 
Troeaury Department 
1\'uhington, D. C. 

Dear Dan• 

In line rlth our t.elepbone conversation 1 u aett1n1 
cut bolow the subscriptions S>tered b)' the •ar1oua banks :ten­
tioned to tho current offerinl or Tnaaury notea1 

Chicago 

Continent&l Illinois National Bank & 
Truat Coepan;y 

Firat National Bank 
Cil,f National Bank & Truat Coapaey 
Harris Trust & Sa vinga Bank 
Northern Trust Coapany 

Detroit 

Detroit Bank 
llanu!acturers Nat1ol141 Bank 
llational Bank o.f ·Detroit 

• 
ln41anaool1• 

In<!1ana National Bank 

Mt lwauk;et 

First Wis consin National Bank 

• 42,500,000 
15,000,000- ~$f'l'o 

3, 500,000 
2, 500,000- '~ ,_ 
4, 500,000 

• 5 , 925, 000 
5,000, 000 

12,B75, 000 

• 4,500,000 

• 9,000,000 

ill of the above aubacriptiona are for the max1•• 
.aounta permissible with the exception or the Firat National Bank of 
Chicago, whose capital and eurplua U 166,000 , 000, and the Barrie 
Trust & Ssvl.ugs Bank, whose capital and aurplua ia $14, 000,000. 

EnJoyed hearing from 'f® and hope that thia gina 'fOU 

the desired infonnation. 

8 

Very 

AlJ'red T. Sihler 
Aaaiatant Vice President 
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TELEGRAM 
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I 
I 

'mitt ~~yilt ~ 1 45 
~uftinston 

I llll pl e •IM/l te illl' I ,_ 1lat a.. ; , , M Olltw ? .. r:tt ~ 

••>lallLAie .... -. .._ a • ..- •••1o 

(Copy tor Ura. Klotz as requested b7 Seoretary lolorganthau.) 

'·. 

f'.. 
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TREASURY DEPARTMENT 

INTER..OFFlCE COMMUNICATION 

OATR 

COPY ? 

CONFIDDffUL 

December 12, 194<> 

1. Employment in the aviation manufacturing induatrT hal 
maltiplied more than tour times in the last twenty montha 
and bee doubled in the last nine months. In llovember 194<>, 
manuf acturers ot airplanes employed approximately 120, 700 
t aotory worltersl and manutaoturera ot airplane eng1nea 
approx1ut el7 3~, 300 taotorT workere,a total ot approx­
i mat ely 155,000 tor the entire induetrJ. Included in these 
t1guree are the employees ot manufacturers ot parte tor 
a1rplanee and airplane engines. 

2. For t he industry as a whole employment rose by appro:r­
imatel 7 7,100 t actor7 workers in November. The largeet 
increase in employment -- approximately 2,150 taotorT 
workers -- ooourred at the Lockheed Airorat t Corporation. 
Consolidated Airoratt Corporation added 1, 300 t aotory 
workers to i ts rolls during the month, raising ita total 
employment t o 12,355. In January ot this year Consolidated 
employed only 2,837 taotory workers. 

3. The incr ease in employment during November was not 
exper1Bnoed by all plants in the industry, however, there 
being i mportant deoreaees at t wo ot the large plants. At 
the United Airoratt Corporation employment deoreaaed by 
800 during the .onth. At the Boeing Alroratt plant in 
Seat tle there was a decrease ot 1,040 t aotory workers. 
tloei ng reported that this daoreaae i n employment wae due 
to ' be tween contracts and lack ot materials". 

4. two charts are attached to this raemorandulll . The tlr•t 
shows total employment in the industry and the employraen t 
ot •elected companies since January 1937. The attached 
t ables give the figures plotted on the chart. The aeoond 
chart presents total employment in the industry by 
geographic areas tor December 1938, December 1939, and 
November 1940. 

At tachments 
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lllp1or-nt in Art&Uon llanutaotur1Ag In4uatJT 
(A1%l>1&Du &114 Airplane bciD .. ) 14? 

1937-1~ 

1937 1934 1939 
: 
: 194o 
: 

Airplann 
Janu&JT 22,100 23,700 25,251 5t,OOO 
rebru&r1 

211-,100 211-,200 
&0,500 

Karoh 27,475 b4,500 
April b7,000 
»&1 

22,110o 
73,000 

June 25,200 35.973 40,000 
JU11 90,000 
Auguet 

23,1j.()() 41,~5 
i 97 ,IIJI.a &epteaber 22,050 05,3&2 

Ootober 115,211-1 
HoTnber 120,650 
Deoelllber 23,800 211-, "-5o 52,800 

A1rplene Enginee 
Janii&J'7 5,500 6,500 6,989 13,900 
rebruaey 

6,000 6,600 1f,SOO 
March 7,825 1 ,JOO 
April 18,6oo 
II&¥ 

6,600 6,900 
20,800 

June 8,727 22,rJg 
J\111 25, 
August 

6,1j.()() 6,772 
27,019 

Bepteaber 9,289 2!1,9Sl. 
Ootober 32,63l 
llonaber 311-,31 
Deoellber 6,6oo 6, 411-7 12,b00 

!'otal I nl!uet!:l -- A1£2lanea and AirPlane Eng1nee 
.Janu&r1 27, 600 30, 200 32, 211-o 71,900 
J'ebruaey . 76,300 
Karoh 30,100 30,800 35.700 81,800 
April !15,600 
II&¥ 93,110o 
June 31,800 29,700 411-,700 102,~ 
Jul1 11~, Auguet 12 ,11-67 
Septeaber 29,800 28,822 50,7111- 1~,3~~-~ Ootober 1;4,8~ Honaber 1 ,9 
Deoeaber 30,11-00 31,297 b5,1j.()() 

ortloe or thi Biaret&JT or the !reuuey, 
D1T1e1on ot Reaearoh and 8tat1at1oa, 
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lllp10JMDt of 8e100t04 IJ.rorafi Jll.llataO-l'1JIC OorporatlODO 

1937-191K> 

1937 1938 : 1939 1~ 
: 

Boll .uroratt Oorp, 

JaDUal'1 615 222 6~ 

m Pebl'\lal'1 
850 Marob 290 912 

April 
lla1 808 ~ 1,410 

873 
JIIJll 1 ,192 
J\117 1, 48o 
Auguet 

718 
1,~3 

September 235 703 2, 13 
Ootober 3. ru 
NGYeaber 3. 
Deoeaber 213 6o6 799 

Boelns .uroratt Oo. - Soattlo 

Janual'1 1,834 1,~3 2,380 
':~~ Pebruar,. 

1,726 2,749 llaroh 1, 700 :·759 
April ,198 
lla1 1,736 

5,190 
June 1,249 2,989 5,882 
JulT li,571 
4uguet 6,926 
September 1,109 1,798 3,985 &,940 
Ootober b,;391 
IIGY•ber 5.351 
Deoellber 1,380 2,285 4, 749 

Coneol1dated .uroratt Owp, 
Januar,. 3,169 2,540 968 2,8J7 
Pebruar,. 3.477 
llaroh 3,246 2,518 819 ~,807 
April ,349 
lla7 5,040 
Jlllle 3.099 2,1o4 832 5,821 
Jlllr &,743 
4uguet 7,836 
llopteaber 2,61.7 989 1,W 9,289 
Ootobor ll,011J 
»o••bor 12,355 
Deoeaber 2,5IJO 981 2,540 

Regraded Unclassified



149 
hploraent ot 8eleote4 Airoraft llalllataoftl'iiiS 0GrpQI'at1ona 

1937-1,-o 
( oont1nue4) 

: . 1937 1933 1939 19'to • 

Ourt1ae- l r1sht Corp. - Buffalo 
January 1, 21+1 2,211 3,802 4,~ 
rebl'\l&rr 

1,500 2,3'+7 
4,7~ 

llaroh 2,939 5,016 
April 5.213 
lla7 2,81+4 

5,698 
June 1,933 2,)10 6,)14 
Julr 6,531 
Auguet 

2,202 2, 7)6 1,562 6,59' 
&epteaber 6,82 
Oot ober 7.682 
No'f8aber 7,889 
Deoelllber 2,007 3.1191 3,447 

Douet!:ae A1roratt eo.a Ino. 

January 5,591 6,328 4,334 11,952 
rebruary 12,077 
!larch 5,961 6,17) 4,177 1l,ll9 
April 1 ,OJ~ 
liar 

5.'+~+5 
14,65 

June 6,653 4,672 14,ru 
Julr 111-, 
Auguet 14,898 
~teaber 5, 532 4,028 6,318 14,219 
0 ober 14,158 
Nou11ber 

6,Tr1 
111-, 7t.7 

Deoeaaber 4,110 10, )62. 

Loollheed Airoratt C01•p. 

January 910 1,577 2,)05 4:~g~ r ebruary 
llaroh 1,094 1,594 3,509 4,~ 
Apr il "'· liar 5,016 
June 1,338 1,797 5,699 5.591 
J ul .r 6,599 
Auguet 7,296 
8eptember 1,383 1,997 5,324 7,582 
October 8,~7 
NOYeaber 10, 75 
Deoellber 1,428 2,12) 5,156 

I 
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~lo:raent ot 8e1eot e4 A1roratt Manutaoturtng Corporation• 

1937-194o 
(oont111ue4) 

1937 1931! 1939 194o 

Glenn L. Martin Co. 

Januar:r 1, 364 1,1!14 2,905 10 ,~4 
Februa.r:r 

1,716 4,092 i 
9. 7 

M&roh 1,1!92 9.13} 
April 9.010 
Ka.7 2,o44 2,134 6,029 

9.357 
June 9.13} 
Jul7 9.513 
Aug\llt 

2,341 
11,200 

September 2,032 10,070 10,014 
October 11,41 
NoT ember 12,950 
December 1,1!11! 2.777 11,174 

North American ATiat1on1 Inc. 

January 1!29 1. 713 2,223 4,m 
February 

2,457 
4,32 

March 1!1!9 1.935 4,154 
April 4, 371 
Ka.7 4, 3}6 
June 1!41 2,4oo 3,125 4, 71!2 
July 4,911! 
Augllet 

2, 685 
4,916 

September 1, 272 2,992 5,111 
October g:~l NoTember 
December 566 2,530 3.795 

Uni ted A1rcratt ColE. 
(excluding PrattWhitney) 

January 2.350 2,245 1, 1!26 2.757 
February 

1.766 
3 .~1 

!<larch 2,444 2, 161! 3' I! 
April 3·735 
May ~·912 
June 2.497 1,972 1.952 ,282 
Jul:r 4,!2~ 
August 5,01 
September 2, 439 1, 1!1!0 2, 123 g•445 
October , 010 

• NoTember 5.251 
December 2, 3}1! 1, 774 2' 51!1! 
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511aotad Airo~ M&Dutaotur1ac Oorporat1ona 
1937-1~ 

(oonUnued) 

I 
1937 193d I 1939 19'10 

VUltee A1roratt 1 Ino. 

JanuarY 364 742 
Pebruan 

~ 
93d 

ll&rOh 959 
April ·1, OOd 
lla1 

560 
1,334 

June 533 2,127 
July 2,6J.g 
•usu•t 

~30 
2,~ 

lleptet1ber 2~ 3,~1 Oot ober 3. ~ 
NOYe~~ber 3.7 9 
Deoealler 334 662 
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Boplo:fllent ot 8eleoted Airplane EJ181ne Oorporat1ona 
152 

l 937-194o 

1937 1938 1939 194o 

Allison Engineering Co. 
J1111uar:r 218 262 454 1,114 
Februarr 

466 
1,261 March 229 297 1,610 

APril 1 , 9~ •tay 
238 

2,7 6 June 339 558 3, 254 July l·917 August 
238 382 642 

• 595 September ~ , 282 October , 280 Noveaber 6, 295 Deceaber 266 439 901 
Continental Motora Oo~. 
(Airplane Engine Div~1on) 

J1111uar:r 151 153 134 288 rebruarr 344 Harch 153 152 138 5~ April 
May 

162 144 
378 June 171 388 July 398 Auguet 

146 ~ September 135 203 October 732 
llo•ee~ber 855 Deceaber 152 142 243 

Lzcoatng Di'fiaion ot Aviation Manutaotur1~ Oo~. 
Janu&r1 849 729 519 ~81 J'ebrut.r1 38 }!aroh 889 704 521 657 April 71l Ma:r 765 June 901 549 573 819 July . 873 Auguat 970 September 756 514 644 1,080 October 1,459 No•eober 1,320 
Decee~ber 762 506 689 
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Etlplo1aent ot Selected Airplane Engine Corporationa 

1937-194o 
(continued) 

1937 1931! 1939 194o 

Pratt & Wh1tnel Aircraft 

Januarr 1,931 2,567 2,26~ ~ . 6~ 
Februal')' 

2,~1!9 2,659 
.5~ 

I' .arch 2,119 1.1a~~ 
April 7.5 1 
•!AT 

2,31!~ J,066 7. 76~ 
June 2, 555 ~ . 50 
July 9.121 
Auguat 

2.~71 2 , 31!~ Jr39~ 
9.m September 9. 

October 9. 79~ 
Nonlllber 10,377 
December 2, 611! 2, 227 5, 022 

Vr1ght Aeronautical CO!l;! · 

Januar7 2,25~ 2, 607 J,J9~ 5r411 
February il,OI!l 
March 2,515 2, 705 J, 771 6,5J4 
April 6,91! 
IJa7 7rgl!2 
June 2,1!00 2,930 ) .997 1!. 1!2 
Jul7 9.~1 
Augus t 10,151 
Septel!lber 2,690 ),11!4 ~.026 10,726 
October 11,24o 
Nonmber 11,950 
Deoe111ber 2,6ol! J,J74 5,141 
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EMPLOYMENT IN THE AVIATION MANUFACTURING INDUSTRY: BY 

Total U.S. 
0... .. ,._ 1<.100 

On. 19J<I- 6.l400 
NCN. 1'140-/.S:S:OOO 

F"etory Wco!Je E6rnero 

.. .... 

IIIIIU 

·-

........ 

REGIONS 

0 

• 
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EMPLOYMENT IN AVIATION MANUFACTURING INDUSTRI!$ilYCii£QIIl 
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IJ. 
8J&Rf MW'' ts ar •m,.. 1.56 

~ 10 SOl!!!! emqca. It 1a reportect tbat a~ S.pteeer - 14,600, 000 

ol _., t'cllda tan been tr.Dderred to South .bari..a bub, ....s tbat ·~ 
aw.T 12,)00,000 bu retuned ~ .ar,...UDa Ul4 Paru to tba a coouat ot tbot 

r..telllb&=k 1.J> ... York. Dur1.J>c tbot - perio4 tMN wu tnMLerred hcla Itallaa 
•• """"'" I.J> tta tha1te4 Stat.& a.JIIW'QX1aat&l7 113,000, 000 to Soath .&.rica, ot which 
$lD 000 000 wnt to tbe Italla.o lllba .. )' 1D Bn.sll b-Ole tbot Italla.o Foreip l:ll:obsJ~c­
Cootz.ol'J'I:Dde I.J> .. York Ul4 1D ad41tiOD, 14,500, 000 wu -t 1D caah b;y oourier. 
,. a ruult of recent return tn.natera ct lela tban tl ,ooo,ooo the ... t ._t ot 
It&liaD f'lmda traaaterred to L&tiD .t.rioa 11Doe Septaber uounta to 1110re than 

fl,6,ooo,ooo. Becent 1ntoratioo 1Ddioataa that tbot Balik ot Bn.sll apacta to re­
cein $1.0, 000,000 tor orecl.it to a J'apue .. aocOUDt aa pert ot tbot J'apo.neM Pl'OCJ"&a 
.so.lpc! to ceDtro.l1se dollar excbanp operati- ot tbot Yokohua Specie Balik with 

u. 8ul: of Brasil. 

!boo tl<>w ot Geran l'lmdl 1D tbie countr;r &PJ)Mra pr1noipall7 to !:an 
to accOUDta ot Sndiah ba.nlta here , t l , SOO,OOO bei.ns tn.naterrecl to auob ac-

COUDt.a troa GaraD aooounta a iDee llo'nlliler 25. About t 1,350,000 1a lcnolm to !:an 

been tn.J>at'erred to Soriaa acccnmta here, •bil• t?so,ooo bu retumed troa Swi11 to 
GoraD accoanta. Cub withd:raw.la troa Garw.Jl OOII8UJ.ar &OCCNDte I~ lleoellhezo 1 

!an .-ted to tsso,ooo. or th1a .-t "'o,ooo wu withdrawn b;r tbe Colllul 

Gmoral I.J> ... York, IIIIo paid 1530,000 to - 1Dtareet ~nta cil a.r..t bdl. 

n.e ""'"''"'"' tJ,20,000 1a apperentl7 atill 1D tbot COIIIUlata. n. Geran r.ball)' 
Ill faa~ ...-tl)' reoeiftd 1200,000 b)' c1ratt b-Ole the ReichlbeJII<, Serli.J>, Ul4 
obtd~M!d tl!1l ._,.,t 1D 110t&a ot 120 to tl,OOO de~tiona. 'l'here ia ao• 1Ddi­
cat1on tllat cub depoeita are bei.ns -.de b)' the Rei chlbaDk b)' WBT ot South .&.erioa, 

•ttonal Cit)' Bonk laYiDc ..-attr reoeiftd tl80,ooo b)' thia •tllod. 

l!I,LW t'UliiS. 'l'r&Aaten ot Italla.o l'lmdl , exoludiDg tho .. to South .&.rice, !:aft 
boo: pr1Doii*ll.T to Spaniah, 8wedieh, Ul4 .&.erican a coount1 Ul4 tn.naten tr.. 
SoodUb to ItallaD .......,.,..ta ban been DOted. It bu allo been reeentl)' reported 

;bat U:e Ito.liaD J.ttaoba at fak)'o bu carried tsoo,ooo 1D .&.erioan Clll'ft1101 hcla 
Sbe•p I to JaPI"'• hrtber report.. 1Ddicata that 8Ubatant1al It.allan Goftrnlllnt 
!I:D!a haTe beeD COIIft1"ted 1Dt.o caah which 1a be ins kept on diploa tic prelltl.aee • 

UPIJIZS! I'U!IDS. J'apaneM Inatituta, Ino., a J'apaneae oultlll'&l orpnisation, 11 

""""" to lEn been rece1Y1Dc it.e prinoipal iDeo- tr0111 the Japanese Consul Oe--.1 
Ill 1ft Iork.. !ba ftJ'ioua J'&PIJIONM ccmaular otticce t.broucb<>Ut the larl4 are ap­

;auut.l.)' be1Dg wpplllld with l'lmdl hcla tbot J'apo.ne•• OOilllll.ar accO<Dlta with the 
!iW: of .Leer1ca. 

-
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Subj eot r Ool4 all1ppe4 here ll:r u4 tor aoocnmt 
ot the BuU: ot Port,.U. 

157 

More thaD $70 111lliaD ill cold bu arr1 nd here troa Portupl aillce the 
begiMine of J~, 1940, abipped ll:r 11114 tor -t of the 8t.Dk of Porti:Wf.l . Silloe 
ill of tJ>a aold wu ....-rb4 1lpoD t.JTiftl. ill 1.., Y~, that llt.Dk'a &ol4 belt.noe bera 

rroa $)0.1111lllce .. of J'Dl:r 3 to t109.a 111lliaD at tba oloaa of Dacnber 5. 
l-l&""'"' $6.0 eUJ1on of tll1a l.Donua l'M11lte4 troa the poll'OhaH of &ol4 tr.. the 

S. StabUl.sa tiaD hid. ) 

0c Oot.obar 10, I 'ft'Oto JOil a r •• ill wb1oh oo.pariaoD ... ..S. bat.. 
tho !eDit'• cold 1D In York u4 the .. eat 1tea "'lacala_. (&old ooirl u4 ~~~~~,.J 
""tJ>a !eDit'• 01111 ""~ ata~t. At that tiM, tba -t reo•t ata~t' 
na elated Auguat 21, u4 1t ooul4 DOt be &aMZ'ta4 4at1D1tal:f thet the llt.Dk1e (014 
In York..., ot a creator 'ftl.llll thaD ito •a.oaue_..., , 

( 111 have now recelnd tba BuU:' e .ta~t .. ot October 20 llitirl& .., •:ma,ceJL.,.4o-~ 
or• of $69.1 111llion. OD the - data, ita cold bal.anoa ill In torlt UOOIIiltad to 
t/0.5 aUllon and einoe October 2, tba 8t.Dk of PortU&al bu ahippad &DOtller $)3.3 
illlion 1D aold to In torlt. (All of tll1a bu arr1ndJ there 1a DO col4 1D tranait 
a~ present.) We ht.Ta DO •1bcaia-• tt&- an1labl• tor data& aubeeq-t to 
Oo~ber 2, but eirloe tll1a 1tea bu IIOnd 'llpRl'4 1aaa thaD $2.0 e!l l1on 1D tlla paat 
dx rear•, 1t 1a .,....,. l..1bl7 that Uttla or DO obane• bu taka place einoe aarl:f 
Oo~bor. 

Pertod-
1940 

Illporte 
tor aoocnmt of 
a. ot Port· 11 

Qol4 bal- •Jbc&U141-

- bera or" ll 
(At P of eaoh P!Z1eU 

1)0.1 (l'Dl:r 3) t68.8 (Jul:f 3) 
1~ 4 - .n 1 1.1 ,.,,a 68.9 
1 .... l - Sept, 4 1.6.7 ,,., 68.9 
Sept. s - Oct. 2 15.2 70. 5 69.1 
~t. ) - ) l 21.1 "'.6 Zl (69.1! Oarr1a4 
..,, l - Deo. 5 12.2 109.8 (69 .1 Fonud 

l/ All troa Port'IJial, -pt $1.4 a1ll1ce troa lllclu4 ill l'Dl:ro 

( 

Regraded Unclassified



. . 
-2- 158 ..J 

?/ ouri.Jl& Oot.ober, the Balik at Portupl al.ao purchuecl t6.o .uuon in p1.4 
troa the u. s. Ftmd. 

Jl .1.coardinr to 1931 law, the llaDk ftl.~~es ita gold at .066567 ru.. en- J)llr 
uoudo; cebftl'dOil at escudo ftl.ue into dollars bo110e •de at the rate at 
$ . 0748 per escudo. 

The apparent conclusion is that the Balik of Portupl baa eent to tbo United 
States at lottt $33.3 11111ion at pl4 not eboom i .n ita 0 l!Doaie .. -or•. SiDoe OlllT 
Sl4•6 111llicn ot s.nk at Portup.l gold arrind bore duril>C the first halt at 1940 
(o! which $2.1 ndllion C4JII8 trom Portup.l and about t12. 5 .UUon tr011 England) • 1t 
,;q be turther oonoluded that JIIOSt of the • extra• cold was shipped in the pest the 
ocntllo . 

rua •extra• sold ~ be lll11' at the tollowil>Ca 

l ) tilt Jlenlr o! Portnpl 1e 9!1\ gold. ID addition to the gold lieted UDder 
• !l>c&1ase-or• • there 1e reou1001 to bell&Te that tbe Balik oe.rries so• 
cold in its aaset ita• "D1epoc1b1lltes or • l'•trtmcer et autres reserfta• 
(lJ.quid gold exchanp attaats altro&d &Dd otbor reseroea). Bore 1e so. 
oTidenoe; in the -k ended March 20, 1940, the Bank purchased sllgbtl;r 
ltsa tban $5.0 .UUon in gold troa the U. s. Ftmd in order to atrencthen 
its gold reservas. ID that """k• ita 0 Etlcaisae-ar• chanced not '""" a 
motion at one escudo. • DiepocibUites , ato.•, bowtn'er, roee $4.9 
aillion (uains the rate of t -0748) ·* 

About a year ago, the l.arpst a-.nt at gold that could have bMn 
included Wider "DieponibUi tes , eto• . wss t 22.0 mUli on. In the Bank' s 
atete11111nt tor December 30, 1949, thie i tem wae Vlllued at 536.3 aolllion 
escudos . Eu•l nation ot the llaDII: ' a annual. report tor 1939 reveals that 
242.2 alll1on escudos nt the ab<ml repreeented the Bank' s holdings o! 
the 0ovel'DIItllnt of Portup.l's .3% eterlln& obligations . Tbtrefore , the 
•x1nl1D &liOUDt at gold that could ban been included UDder tb1e itea 
oas 294.1 aoUllon escudos eorth, or $22.0 .UUon. (The Bank' s hol41nsa 
ot dollar a nre negllgib1e at tba t tiae . ) 

2) Gol4 held br the Portugu!et 'l'nyyr;r. Tbo Facleral Resern Bulletin, in 
ito table "Gold Reserns at Central Banlca and Goowwnts•, uaea OlllT tbo 
l!enk'a "£bcaiase-ar• ti&=e, connrted a t t .0748. But the Portucuese 
l!enk' a annllol report tor 1939 llhon a table at the Treasury's l1qu1d 
aueta at the end of llonmber, 1939, wherein appeared 430.2 a1ll1on 
escudos worth of gold in bars, equiftl.ent to t32. 2 .UUon. 

Por aU .. know, the Balik at Portupl -::r b&n exchanged ite 
holdinss of Portugueee Gonrnlllllnt eter11l>C bonde for Treasury gold, 
•h1pp1Jis the latter to Jew York. 

* Tho dollar tllllde uaed in t1>1e purchase were rellitted to the Federal 
by nrioua banlca in ._ York. IDdioation that the lleDit: at Portup.l 
acquired such doll.ara duril>C tltat - walt 1e gi.,.D in the Balik' • 
•teta:oent, wherein Portucueee ben!< deposita at the Balik at Portup.l 
rooe 100 111111.., escudos, ar •llPtl;r _.. tban $4. 111111oc. 
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J) 14 ot !91! foreign "Pk or cm=wt. 1A tbt ehtr t ap1 !!T!'t!r1v ~ which the '!!!nk ot Portugal aot!d tp)] I at 1nter'!!di.att· llbl.Ma ft 
net in further ni.d-o• that • third part)-' • interest wu inwl'l'8d, it 
would eeem inedrleable to (!ueat10D the Bank ot Portugal for wbat appear 
~0 be ohi~te ot •extra• &old• Tlw 1ntonoati011 presented lmdar tbe 
p..ceding two pointe suggests that Portugal doee 01111 gold beyond that 
ehown 1n the •l!hcaieae-or• asset itea ot tba Portugueae Bank atate.nt. 
S.gardillg tba urldnge 011 gold bars alreadT abipped here, troa Portugal, 
1 think :rou rlll agree that t hese O&DDOt be offered u proot ot -­
ship, e1nce ~Continental assq -.ru constitute &ood dell'l't%'7 in 
Europe ' • sold IIArkete. 

..J 
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December 12, 1940. 

'lOt Tbe Secret&r7 

FROVt l!r. Sulliftll 

I attach hereto ...-rlea or ftrlou. 

newspaper articles on taxation. 

~~-~ 

160 
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TREASURY DEPARTMENT 
1.61 

INTIIt O""ICE COMMUNICATION 

DATK Deoo.ber 9, l~ 

ro llf, llullln.n 

rOOM wr. Jloucb 

!be tollowillC 1\- of ln\ereot relattac to tan1 appeared 1n 
lbo oenpoporo of Deolllber 9, 1~1 

1. h w Tori< Tbll. pee! l , colua 3 

An o.rttole 1nU tl1d 1 Labor l&n, tu:eo, bt.nd1c.,p pro~...., , llav 
ropor~ Ull' r1port1 tbat llear A41tlral - 8paar, Chief of tbo lluroau 
of SupPllo l and .lcoo\lllto , in b11 anrraal report for tbo 7MZ Oll1dod 
JuDe JO, 19)10, oi '"" oorta1n .Pideral lan ao boi!Porlac D&T&l apuo1on 
ettorto, Contractoro aro Mlltiollld ao belac loatb to uadertaloa 
upaoaloo o! plant fac111tho •- to tbo ra1trlc t1onl on tbo 
Npl07oant of oro.rpluo and plant ._.ion 1n tbo fora of a UaitaUon 
Gil \ be profit .. d tbo UCeU profit tuol , 0 It 11 reported tbot 
nlnotT-nlno ccntract 1 banac a .,.,.,..., ftluo of $:)3.577,165 obo­
ucu• prof1 h aaO'lllltl"C to $J, 7011,220 while contract. of $ZQ, JII4,1J5 
ohowod loo1oo • .lccordi"Cl'To it 1o 1Dd1catod \bat profit 11111\iDC 
pro•lolonl oucb a1 tbooo llllll1r tba Vlnoon-'1'...-1 .lOt are not needed. 
It lo noted that tho .lot of Jane 28, 19110, aaond1a& tbe Vinoon-'l-el 
Ao~ did ..,ch to e'IP041 to tba dofenoo progru but - too late to 
etreot f1ooa1 7aar 19110 prooura-t, 

2, l ow Ior\ Herald Tribune. pM! 21, ooll!!R 1 

An article uUUod ll\'raaeU17 - to pro11 tax e-t f1cbt" 
roporh \bat llr, 1111411''1 opeecb lao\ :rr1c1ar7 11 tba boctnaiDc of 
onotbor edainiotraUon 110n to and '--' 1eC1011'1Ue1o !be llltbor 
1171 that a con1U \uti onal -nd-t h t bo Wbo1t and po1a1 bl7 onl'T 
oouo or ot!ooUac \b11 rot ora. • 

) , fho !all Btroo\ JOl1J!I&],. J!M! 2. col- 1 

.lccordiJlc to \bo arUole enti tlod •n.tenoe not .. opoctod to bo 
IDnOIIDood toclar7, • \lie lll'lr totenoe no\el aoon to bo 11.-4 111'1 be 1ubjoo\ 
to hclorol lnao• \oDe, 
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TREASURY DEPARTMENT 162 

INTIE~.OFI"''CE COMMUNICATlON 

DATC Deceaber 9 , l!Jllo 

ro llr. Sllllivan 

'"'"' llr. Jll 0\l&h 

'l'ht follorlQg lttme of 1nten~et reletlng to taxeo appeared ill 

the nenpapero of December 5-7 , l94o 1 

December 5 , 19ll0 

1. JOI11'1l&l of eo-re•, Deceaber 5, 191!9, p!«! J , col- 4 

J.n article e11Utltd 11ccleo urcoo need of Congro .. action on 
:Srltllh cred1to" reporto a apeech b:r llr. lleclee before the llatloll&l 

lndllatrlol Conference Jlcard. Mr. lecleo r ecomaendod that otepo 
ohcllld be talcon to c1o11 the gap between income and olltgo , bllt that 
\o.xeo ehollld 110t be ra1oed t o a point tbet wollld clc11 the pp 
entlrel7 before raaehit14 tbe cond1tlo11 of fllll prod\lctlon and 

uploJMnt, Other reco-ndatione , 1ncllld1ng reetoratlon of the 
J)rlnciple of undiotrlbllted profito taxation, wore aloo made . 

2. Jo\lrll&l of Comerce , Dece:nber 5, 19ll0, page 7, colUIIIl 7 

J.n article entitled •stat e barrier taxeo, U. S, tarlffo ocored• 
reJ)Orto Profeooor ~ of Clark Unlveroi ty, IOrceeter, Maoeaehllootto, 
ao condo~~n1Qg tans which act u trade ba.rrlero 1nelud1Dg D&Uoll&l 

protocthe tariffs bee&uoe tbo:r 1ncreue the ccn.WIIrt 1 bill for the 
benefit of opecial inter .. t grou~ . Che1n otore t..,..o ""re aloo 
condollllled ao . harafl1l to free onterprioe, 

J , !lew Tol'k Herald !'ribllne, December 5· l94o, p!«! 41, colwm 6 

J.n article entitled "Bi.gid ICOIIOIIII' drive 11 urpd on t~re• 
reporte &II addreoo b:r A. Vedder llcGee of tbe 1'&1p&:ren' lllderatlon, Inc. , 
to tho affect that Rtw Totk Stat e taxpa:rera ehollld inoiot upoa rLcid 
eeo110a;r ln otat e and local budgeto . Otherrlet, otate aDd local t ... e 
co,.blned with 1ncreaotd taxation needo for D&tloll&l dafenoe ~ lta4 

to eontllcator:r taxation, 

Decuber 6, l94o 

1, lew To"'= fimeo , Deceaber 6, l 94o, p!C! 111 , col- l 

J.n article eatltltd "35 billi oll ouUq oeea for dtfenee• report• 

an eet1•t• prepared b:r the Depar\-t of Jocrlclllture \o ~ effeo\ 
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t hat tho national de:!'eDJie progTu a o now JI'OJoeted '111.ll woln 
an t :r:poncliture of about 35 'b1111on dollaro 1n the next fin ;rearo. 
Tha article 1o baaed on a report entitled "!he 11!pe<:t of war and 
the dotenu prograa on ...,;r1eulture• wh\ eh 1nd1eateo that 1f all tho 
onondituret were to 'be eared for 'b7 1nereaood ta.xation and decrea ood 
epend\ng for other purpoaoa , the offoctt on our domestic oconom7 
would be relat1vol;r small. 

2, !!,ow York 1'1-Ma, December 6, l <J4o, !?!II' 14, column 2 

An Article ont1tl~d •next 'ble tax plan urged 'b7 Andere on• report a 
tho otud7 made pu.'bl1e 'b;r t he T. I . II.C. , "!a.xat1on, Reeover;r and Defense• 
by Dr, llowe;r .&.Dderoon. The report ad•ocatoo, ....,"& ot he.r t hl.o&s , a 
•alu. added tax and a flo:d'blt tax o;rate• eao1l;r adaptable to uot 
chan« in& eoncli tloDJI . 

3, !low York !1.cea , Deee:iber 6, 194o, p!fle 25. eolUIII1 7 

It 11 reported 'b;r the J.mer1ean .lutor:>o'b1lo u eoc1at1on that gaool1ne 
t:uu rill yield $1, 16o,ooo,ooo t h1o ;rear or $130 ,000,000 110re t han 1n 
1939, Ot th11 1ncreaae, a pproxlmatol;r $55,000,000 , or 42 percent, 11 
accounted for 'b7 the 1ncreaao 1n tho redoral gaool1ne tax rate which 
boo....., o:!'fect1n laat July 1. 

4, New Yol'lc 'rimes , December 6, 194o, PMe 37. eolUllll 1 

It 1a reported that the !Ortnlgbtl:r ReTtew of luller, Bodno;r and 
Coiii])&D)' atatoa that defeDJie rponcling and aceoiiiP&n71D& defle1to '111.11 IIIOko 
a new tax law 1no'fita'ble. 

5· Journal ot Cotllllflreo, Deeoaber 6, 194o, pae 13, column 3 

An article entitled "l!epeal of ot ate arprlne taxeo urged 'b7 
Janrotn• report• the roco-endat1on of tho l'Haldant of the Ilational 
.Uroelat1on of llargarino -acturero '111. t h reapect to tho tax on 
oleou.r&ar1ne. 

6, f all Street Journal, Dee..,'ber 6, 19l!o , !?!II! 3, eolwm 2 

An article tnti tled •~ed uptrend 1n recent ;roaro eauae hta"7 
trctro prot1ta lt'f7" reporte the profit pot1Uon of the chemical 1ndn8tr;r. 
Tho arttelo inclieatee t hat chea1cala baTt had a 11&1\:od upward trend 1n 
larnlJl61 in recent ;roart, which hat 'been accelerated by the preeent peale 
volwoe of operat1ont. fhh will, 1t 1t reported, roeult 1n 110at inttanees 
in he&'f7 txcots profits tax l la'b1llt;r, 
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z, llow Torlo: I!Atr&ld \'ribune , Decoabor 6, 1940, I!!Ge 21, colUIIIl 1 

AD article entitled 'Supel'-tax 1o propo10d on large l&l1d holdlnp' 
reporto the rocoiiOlendatlon b)' t he llatioiiAl Catholic Welro.re CouncU 
to tho Houao 111grat1on Colml.ttee for oupel'-tax on lart!e land holdlnp 
3 1 e otop in oolving the problem of deot1 tute Digratory worlo:er o. 

December 7, 1940 

1. New York Ti moa , December z. 1940, p!«o }, colu.n 5 

AD article enti tled 'C&II&da peoooo billo to re&.co luxuries• reports 
that C&neda baa paoaed & 25 percent oxci 11 tax on large categor1H of 
C&ned1u luxney IO&lll.lfactureo and ouapencla 1Dporta from the United Steteo 
or Tirtually all o1Jo1lar articleo until after the war u a aeaaure of 
ol~Chango IC<>Il0Q1• 

2. !low York Tiaeo, Deceaber 7, 1940, P!ll• }2, colwm 5 

AD article entitled •ta.x excepts' end United to defen .. • report. an 
&ddren by llr, Jole;r, General Counael of tho Treaoury, t hat tbe :f'urther 
ioouance of tax-exempt securitieo interferco with t he e!!ectiTeneoo of 
t he defense progr-. Be urged muni cip&li Uoa to cooperate in endlng t he 
iuuanco of tp.execpt oecuritha eo that their oecuritieo would not ha.,. 
preference over Federal ioauea . 

3· Now YoZ'k I!Atr&ld Tribune, December ] , 1940, p0:6! l, column 3 

A.n article entitled 1 fax fr...,ero turn t o lOTY on o..Ul inco .. o• reporto 
that &I a reoult of t be Preoidant'o dochion apinot reaortlng to a 
IIIDlfacturers' oalu t ax, tho pouib1l1t1ea of i ncreased iDeo.,. taxes 
on the lower and .Uddle income braclteto are rece1T11lg t be attention of 
concrenion&l and goTernr.ental experto. 

4, Wall Street Journal, Dece•ber ], 1940, PNI" 2, colw:n 2 

A.n article entitled 'J.Mereon u.r&e• bro&d reTiolon of tax otructurs• 
reporta that Proteooor BenJaain II. A.nderoon of the Uninrolty of C.Ufornia 
ADd forcer Chaae ll&Uonal l!a:ak econo01ht , hat reco•onded t ax roTh ion in 
tho form of broadenillg tho incoDO tax 'b&oe by a lo1flring of execpt1ono • 
.1.1 a apur to pr1Tate e&J>ital flow, h e alto reco....,cla thot the raho of 
tax in hl.&her bracketo be reduced, 

~ 
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TREASU RY DEPARTMENT 

INTER·OFFICE COMMUNICATION 

DATa Dece,ber 9, 1940 

TO ur. Sulll Tal\ 

llr. lllo~ 

'l'he follo• lll& items of interest relatilll! t o corporation taxes and t heir 

effect on corooration profita appeAred in the newopapere of the week beginning 

Deee:sber 2, 191l0 !} I 

1. !lew Yorlc Herald !ribu.ne , Dece10ber 2, 191l0, pae;e 1 , column J , 

An article entitled 0 Increaae to 30 percent in Corporot ion !axee lore­

out• reports SOll&tor Georl" aa atat1ng t hat t he corporation income tax rate 

o!?,ht be booatod aa high lUI 30 percent 'berore the national defenao progru 

h pai d for. He indicat ed t hat ineraaae 1n t he corporation t ax t o t hat rate 

olght pooaibly harm busineaa t o aooe extent , but added that t here appeara to 

be no alternative. 

2. llall Street Journal, Decmber 3, 191l0 , page } , colwm 2. 

An article entitled 1 Imeated Capital llaae to be Uaed by lloat Co!OpaD!ea 

for 1940 Yea.r• reports t hat the maJority of concerns in the paper indlutry 

.. 111 elect to uao the 1n"ootod capital baae for t he l 91l0 exceaa prof1to tax. 

It h "'""rted that, because t he J)&!>Or 1nduotr:r ae a llholo, earned w.ch leu 

t~.an 8 percent on imested eapi tal o'for the put four :raaro, 100at conpanieo 

in the Industry probably will elect t o make t heir l91l0 t ax returna on t he 

Invest ed capitol baae, 

!he outbr eak of t ho lu.ropean liar in Septoaber produ.eed a rocor&-breaking 

d=nd for both P"!'•r and pulp. In 1939, 11 eol'1)anieo 1>64 earnin&• equal to 

only 5 percent of invested c.apital , !o.rningo for t hi e :re&r will probably 

ranse froc 5 percent upward t o as cuch na 27 percent . A dajorit:r of tho 

eompo.niee in the paper induatry are OXJ>Octed t o have t o pay out part of their 

1940 O&rninga 1n exceaa profi ta taxea. 

J , 'llall Street Journal, Deceaber 4, 191l0, pa6! · 3, colwm 1, 

An article entitled "lloro l'irma Study Cap ital Rel'ia iono ao 'l'u: !enenta• 

discuuoa the tax oa~ill& pouibilitieo of retiring exiatiJl& preferred otoclc 

luueo ud ropl&elll& that uount of capital wi th bonda or d.Bbenture iuueo, 

Such o. change would result 1n roduei04 tbe incoi:IO tax bu.t Dight increaoe t he 

exceu profita tax. GenertJ. llotoro , for el<QIII])l e , bae outatandilll! l , S aillion 

ahar01 of preferred otock callable at $120 per obaro, It t hio iaeuo wore 

••J>l&eod b:r bonda, 1t 1o eoti-ted t hat, with no oa.-in,s of interoat , t he total 

to.x Uo.bUit:r of tbe corporation would be reduced by $2. 2 aillion. 

1J 'l'hio auppleJDOnta .y •1110randum of December 5, 1940, COIICont1"6 on aiaJ.l&r 
1 toea i n the !lew York 'l'imea of Docecber 1 , l 91l0. 

1 
/ 
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4. !he 11.,. York !t.u. December S, 19lio, hct1on } , pa.se 1 , col,_ }, 

AD article entitled "llakera of ll&ehillery Show ll1oe o! 72 Percent in 
Pro!1h 1n Tear• dioc:uuu the eernin&o of 73 concerno of mehiDII')' parte 
&lid equip=-t !or factor')' c:onatra.ction, ll1ui~J&, roa4 'tol1141n& and auto.,_ 
the and e.ircraft production during the firat nine aontho o! 19lio ,.. ..,,.. 
J'&"8d with the dldler period in 1939. It 1a atetecl tbat the inc:reaae of 
72.1 percent would haYe been nen gnater were it not !or the header tu 
ocbedulea under the oecond lle't'enue Act of 19lio. !be generally declinin& 
t rend of profit. in the t hird quarter o! 19lio 1a attributed to the eftect 
or t aking from that (luartor1 a earnines all the taxea appl1ea'b1e to the 
first nine month• of the ;rear including , in many inatancea, proYidona tor 

excea1 profits taxes. 

• 
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TREASURY DEPARTMENT 167 

INTER·OFFlCE COMMUNICATION 

M.r. Schvarc 

l(r. lllO\l&h 

1bo iational Induot rial Conference lloard 1 o otud¥ on corporati on 
pronto and tueo publhhod in ito ilcono•lc ltecord ot llovombar 23, 
1940. toGether vith tbo preee release and an Aooooiat od Preas itoa 
relat ing thereto, have been reviewed. 

The otud¥ 1a mhle84int i n lllNI1 reopocto. The 11ain pointe which 
ahould be noted ere t he following: 

l. Exaggerat ed i ncraaoea in Federal tneoae t ax 
for l94o ao compered to 1Dcreaaeo 1n not in­
co~ are ebovn. 

2 . ?ax reeerTe dAta are uae-d inst ead ot tax 
collection or tax liabi l ity da ta. 

3. Combined dAta for net income and deficit 
corpora t i on• are uoed tnateod ot oeparate 
dAta. 

4. Portlono of tho analyalo relat e t o certain 
aeleoted corporat i on• vitbout anT indication 
aa to t ho criteria used in tho oolection. 

5· llo diotlncti on io aade between direct and in­
direct or ohi ttable and nonehittable taxeo 
in an&lydns tbe tax burden. 

6. Federal i ncome taxes are not cleer l1 die­
tingul.obed f r om etato and local tuee. 

l. Increaoed Federal income 194o over 1939 in relation 
to 1ncreaee4 1nco•• 

The ot'WI,y r eporte that tor t he 116 co~iu e.nal)'zed, net iDeo .. 
for tho nrot Dine IOOAtho of l 94o tncreaood 48 percoAt ao ~·t a 
t az increase ot 131 percent . 'l'hio 1ncreaoo u ceedo the ..xUrua 
lncreaee poooible tor tbo ledoral tncozoo tu ot &n1 one of the 116 
COCipOll1eo. If a corporation '• Dot tncoao 1D 1940 inoreaoed 48 percent 
over 1939, t ho aax1- po11iblo tnoroaoe 1n lederal i neoce tax vculd 
have amounted to 97 percent , not 131 percent . Tho exaggerated ti!Jt 

Regraded Unclassified



- 2 -

inereaeeo reported 'b7 the llaUonal Industrial Coll.!'eranet Board art 
obrloualy not cor-rect tor an_y one COIII])8nT. Their rea\41 ta are pro­
bably due to the erronoouo and mieleading uae of data diaeuaoed below. 
The ottachcd t abl et i ndicate the maximum poseible percent~ incrotAe 
i n t ax tor certain increesea in 1940 net ineoce OYer 1939. 

2 . Uae of tax reoe"" data 

The acoW>h of income tcxee reported for 1940 in the etudy art 
eorvora te tax reeer Yaa, that i o, eat iaatea by the corpor a tion ot what 
the- tax liability for 1940 will 'be . Since theae figures are eeti matea, 
they mey , of course, cont !lin a lRrte mar sin of er ror. 

3. Grouoing of net incoce and deficit corpor ation• 

I t 1a reported tha t i nereaaed corporate income taxao (excluoiYe 
of exceoo prof ito t•~••> a'bcor'b 37 eento out of oYor,y dollar gained in 
earnlne:• during the f i ret ni ne mon tho of 1940. Other otatemento are 
alto m3de ohovins a ditproportionete rioe in income tsxeo over at 
e¢n1t incOCIO. 

AaeWIIint; an accurate eeUmato of tax lla'b1lit7 , tho r elatione 
inlic~ted are meanincl••• 'beceuao profitable and deficit corporation• 
fire e:rouoed. Groupi nc of thio t7Pe mey peld fantaotic reeulto. l'or 
exomnlo: In an induetrial group in 1939 t he profitable corporati one, 
let uo •"¥· ohowed ne t income of $1,000 ,000 on which wao paid an 
income t~ of $200,000. The dof ioit corporatione repor t ed deficit• of 
$5()0 ,000. On the 'baah of the Coll.!'oronee Boerdo typo of a.nal,yoh, thio 
i aduatrial e:roup would obov for the 7ear a net incoM of $50(),000 pd 
lncoao tueo amountinc to $200,000, In 194¢. let uo 187, tho profit­
able corporation• 'become t wice ao prof i table and with no inereaoe In 
ratoo PO¥ twice ao IIIICh tax, that h, $40o,OOO. 'l'ho deficit corpor.,.. 
t lono, l e t ua aay, report a def ici t of $1 ,450,000 , Tho picture , 
according to the Record for thio sroup in 1940, would ohow a net 
!nco:~e ot $550,000, P4 inco"'e t sxeo amountlnt to $40o,OOO. !i'h&t h, 
It would be argued that wbllo prot1t o tor the i nduotri&l grolql 

incre~ee4 only $50,000 or 10 percent , t &Xee increaood rroa $200,000 
to $40o,ooo or 100 percent; that , in 1940, taxoo took almost 75 per­
eeut ot t he not income of the Industrial e:ro"P Nl4 that the tax 
iucreaoe absorbed four t i mes t ho increaoe in profito. Further com=ont 
11 not neceoear,y on thio type of fallacious reaoonina. 

4. Selection ot eorporotiono 

1.68 

It 1o s tated t hat in a tabulation of 20 coapanioo J ederel. sonrn­
aent t axoo would t ake 72 oonto out ot every d.ollor of inereaood incosa. 
Uo indicati on io &iYan , howeYer , of bow profitable theoo 20 corporat ion• 
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are. It, for e:a:.-ple, ll7 eelectioa, corporatl.oaa which ha4 be• 

earnilll 40 or 50 perc•t 011 thou 1AYtl\e4 cepUal wra cboo•, 110 
••rtou1 1noquity would roault eYan 1f the fact otate4 voro tra.. 

5· Inoluaton 111 tax burd• of ehiftoble t axoo rooopt'llro4 
tbroyJ! price odJua-to 

Cono14orable i.Joportuoa h o\\ocbe4 to tbe f11141ac tbot 111 eo• 
1oeta11ceo •Stocld>ol4ero •• •. .• llaYI a oooller -ut aft1lable for 

d1Y1deado thall that &llovo4 for Joderal '"""· • !llo 111J)llcat1oa 
there it \bat tauo amoW>t to 010re thu 50 percont of 11et aoniiiCO 
ot the corporation. ObYiouol,y tbete data, 1f tho7 relate, 110 thq 
properl.¥ llhould, to net 1ncoH corporation• olll,r, contalll tauo 
other thall illcoae \AXIl. file bulk of Joder&l taxeo po.14 ll7 corpor ... 

t1o11o oro a.ot borne ll7 thea oillce tbe7 aq be 1Aclwle4 110 a coot i t .. 
011d recapt'llred throufll> price adJuataoato ll7 tbe corporation. !bell 

tax.,. tbould be coneidere4 1D the oaao S~~J~Der ao azq other coot 0114 
hovo no 010r1 effect on MOunto &Y&ilable for dirtdendo \hall do other 
coots. Since theeo taxeo m~ bo recaptured 1n prloo , tbq give no 
1nd1cat1on to what extent taxeo han detracted troll aoounh vhich 

would otborrloe be aY&iloblo !or 41ddead palllenh. 

6. I4ontit1cat1on of Joderal vith Jedoral, otote 0114 local 
1ncooe t&Xea 

The o\~\1ot1co themoolYoo do not 1ad1cato vbethor tho r eoer..eo 

ere on behalf of J'e4eral 1ncc•• taxeo oxol\l01Yol,y or aleo ccntain 
11110unto for otate illccH taxeo, franchioa taxao baoe4 on 1nc011o, a to. 

1ho !Jq)l1cat1on 1a, hove•er , tbe\ tba porcentap inorou01 are 1n DO 
call part attributable to tbe inoreaoed Jedoral 1Dcoae \ex rate, 
oioco no oonUon h ll&4e of taxea other \hall tho Jederal 1ncc• 0114 

exceaa profita taxee. 

1.69 
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'fable 1 

re4tral corporation 1Acoae tax eo , llnenue Aeh ot 1939 u4 19110 y 
an4 aaount ot not 1nco .. r eaainia4 after incoae t ax, tor 

eoloctod UIOUAh ot not inco"" 

J:ot ineoae Income t nx Incooe re- t lnCOIH ta.x Ineo• r.-
:m.aining after: RoYOnlUI J.ot :Mining after before Rnenue Alit 

ineo~• tuea : ot 1~l2 1l income tax ' ot 19!!Q 1l inCOINI: tAX 

$1.00 $ .18 • .82 • • 2~ • .76 

1.25 .225 1.025 .30 ·95 

1.50 .27 1.23 ·36 1. 14 

1-75 .315 1.~35 .42 1.33 

2.00 .36 1 .64 .~ 1-52 

-90 . 162 .ns . 216 .684 

-75 .135 .615 .18 -57 

.50 ·09 .~1 .12 ·38 

!I Co~te4 at tno r ate of 18 percent for 1939 an4 24 percent for 19~· 
Dooa not 1Ac1wle uceoo profits tu. 

170 
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fable 2 

CoiiP"rl.aon of percent 1Acreaae .-4 ut 11>- 19110 onr 1939 viU. 
porcent bcreaae in Jeoler~ lncoooe tu l/ .-4 peroa\ llloHue 

of net in0011e at\er Je4er~ 1no•• tu 

Incr.aee i n net 1 Increaae in Inor ... • in net 
1ncoee 'before : Je4er~ 11>- .,, ... 

Fe4er!!l b lOOM ''
7
'!l hco• tax., 1Jed.er~ in...,.. tuee 

10011 166."/1o 85.~ 

75 133·3 62.2 

50 100.0 39.0 

25 66. T 15.9 

0 33 ·3 (:DeoreMe) 1·3 

(Decre&ee) 10 20.0 (Deorea .. ) 16.6 

(Deer ea .. ) 25 0 (DeoroMe) 30.5 

(Deoreaee) 50 (Deor .... ) 33·3 (Deer ... • ) 53· 7 

!/ CoJq>Ute4 at the rate of 18 percent tor 1939 u4 24 percent 
tor 19110. DDoe not lnclllde exC>e" proti\e tax. 
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Dteo:~be r 12th, 1940. 1 75 

; • C l £ T. 

CAI!Alll. t S :l'Ol!EIGII EXCJJAJ.'GE POSI'riO:I 

1. rorocut of fUture parmenta to bo made by C~~~>&d.a which requiro 

gold or U. S. dollara . 

A. For our ch&oeo from the United Stateo br the Canadian Govern­
ment or anY of its agecciea. 

For the second roar of war (September 1, 1940-J>'J6'>S t 

31 , 1941) , Canadian purehaaeo for wer ourpooeo in the Uoited 

Stat eo are estiaatod at $325,000,000. (Can. ) and f or tho nine 

:ontbs ' period f r om December l , 1940, to AU~:Uot 31, 19-H, 

the,- !1.1'0 ••tioatcd ut P.l>}lroxl.oe.tozy $275, 000, 000 . (Can. ) . 

Theoe figures i nclude eatimateo of purcheaea gado or to be 

made ~ government agencies and 'eontrnctors who have war coo-

tracts from the Canadian Government or war contracts placed 

!n Caned& for account of tho Bri thh Govel'llJ<ent . Tho industrial 

relations of ~ and t ho Uni ted St ates aro oo clooe that 

thoro 1s eoeo United Stntot content 1D nearzy all CP.nadian 

DSDU!e.et u.-ed prodno ts and cona~wontzy 1t 1s exeeedillb~ 

d.ift1eu.lt to made aey precho oati.ca~e of ~pte Canadia.o 

war purch&eeo in ~~· Unit ed Statoa , i ncluding those used in­

directzy ..., well na directzy f or war purpoooo . It b belie ved, 

however, that tho figures given abovo are underestimates rather 

t han ovoreotimatoo. 

1. f ar 'DUJ'chaseo claiSi!ied by """or cO:IliiOdity items and b'/ 
J?lrioda . 

AD oxaaioation of coa:>lt,..nt o (1) cado or to be -do b7 

C~Adian Gove~ent agenciea or by contractor• to such agenciea 

• 
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baa roev.lw4 1D the .. C"PUoe of Mot ot tho "'*'-' 
ozpeo41tu.No • -.lor it••· aa tou.,.., 

Dec. 1/'f!J to S.pt. 1/41 to 11=.1/42 to 
........ 31/41 hb.28/42 g.31/42 

(In m1ll1one ot CeA&41aD 4ollare) 

Iron & Stool (prl-
11&1')' CAl till&t & 
torsi~>«•• ocrap 
& oro) $65.9 

llachlne '!oola 29. 3 

Otber cap t tal 
adYancoe 5. 9 

Aircraft (1Dclwi-
1Dc tlljtlnea &nd 
otbor porte) 155. 0 

Petroleum & pro~cte , 
direct & llld!Nct 22. 2 

lloD-torroua r• 
utor1alo, aecbal>-
1c&l traneport 
CcapGDODtt & a1.-
C8~oua ....!!!!.!! 

totAl, •ecrocate4 $236.6 

Ot which 

for Ceeo4 1u 
Oon. or<!ars 

tor llr1Uab 

$176.0 

Gen. or<laro 60.15 

l•t•t• of 1D-
41root parchuea, 
uaaocrecato4 38.6 

$45. 2 

7 . 2(2) 

14.8 

23.15(:5) 

11. 9 

~ 

$165. 0 

41.:5 

__!_ 

$1615.01 

$45.2 

DJ.l 

17. 6 

16.5(3) 

l1. 9 

..12& 
$165.0 

$123.7 

41.3 

f 
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I,J, (1) W!Ulo th1a b~ baa baeD baao4 OD c~1tMDto, 
1t 1o bal1on4 to ci,.. a roaoooab)¥ accurate oeU•t• 
of tbe pqooeoto or ozpeD41tvoa roquro4 ~ill« tbo 

par1o4a co1'0ro4o 

(2) If Ulllo4 labour caD be lnM oftilablo, tbia .-ot 

Mit' l.acrouo 1D each caao to , eq t25,ooo,ooo. 
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(3) 'lhh UOUDt 11117 be lower tban required 11 tM 
• ar co~t 1nueo for a loncer por1od and preoont 
pan. ha.,. to be e:o:too4o4. 

2. Projected DOnthl,y pgaonto throueh .t.uey.at, lMl. 

The following 'brealtd.oorn 'b7 IIOntht, while ueceooari]¥ 

oo,....hat ar'bitraey, reproeenta the beet oot111111to that c&n 

be mAde a t tb1o time: 

1940- September • l5 ,000,oOo. 

October 17 ,000,000. 

!ioTeaber 18,000,000. 

Decea'ber 19,000,000. 

1941 - .T Oftll&%7 21 ,000 ,000. 

1'e'bruazy 25 ,000,000. 

Karch 29,000,000. 

April 31,000,000. 

Nn.v 36 ,000 ,000 • 

.Tune 40, (X)O ,OOO, 

.Tu)¥ 38,000,000. 

"'-t 36,000,000. 

total $325,000,000. (can.) 

3. SempUon u be~ooo UDJ!.14 'balaDco on orders alro!'lr 
pl&ced an4 ordora 'be1r4 necotiato4. 

Thio in!or=ation 1o nnt &ftil&'blo, and in Yiew or tho 

nature of - of tho pu.rcbaue, portieularl.T tha indirect 

pu.rchc.&ee 'b7 c ontractore, it would be o:o:coodiD~:l¥ 411f1cult to 

o'btiU.n tigurea that .. ro at all rolia'blo. 

4. ~tt.lte of .....,..,.to r!QU1ro4 on capital .t.cco1111t. 

1.77 
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u tulwlad ~r the .. .,ond u4 t ll1r4 u.,.. of the Ul>JA 1A 

Section 1 a'bon; \bat 1a to eq , it h conred ~ the -=nh 

ohoorn tor p>rchaaea of "keb1De toola• M4 for •other capita l 

a4Y&Deee• . It ie poaa1b1e that aoae aaal1 porti on of the aaaanta 

ahown for i r on and atee1 p>rohaeea ohwld a1eo be regarded ae 

capital. 

'8. Yor •rchaadbe l..!pOrta troa the 11'111 ted Ste>t oa other \baa tho .. 
1a.clwlad 1A t he abon goTernaent ordera, thr O!!«h Autjllet, 1941. 

J'or the eecond ;rur of war , th .. e are ••U •ted at 

$550,000 ,000. (Can.). !be brealo:d.oorn 10' ..,ntbe neeeaearUT 

ao:o .. hat arbitl'al'7 1A character, 1a aa !ollawa: 

1940 - Septeaber 

October 

lfOTBQ.ber 
• Dee .. ber 

1941 - J anu&r)' 

l ebrnazy 

llarch 

;-lprll 

:rotal 

$ 48,000, 000. 

~7,000,000. 

57,000, 000. 
u ,ooo,ooo • 
39, 000,000. 

37,000 ,000. 

46 . 000. ooo. 

44,()(X) , 000. 

$5150. 000. 000. ( Caa. ) 

c. lor tATtai blA l!!p!rl• troa the United 1\a\01!. 

lor the eeoon4 7Ml' ot ar, tAYieiblA taporte fra. the 

United ltatee _. •• U•te4 ao f oU .. a 
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Iutc:-eat .. . • • • ... • ........••...•.••. $ 95,()()(),000. 

Dirl~n~ •• • • · • • · • .•••.•..••••••••• • l60,ooo,ooo.(l) 

'l'ouris t and t raYd expenclUu.reo 
in United Stat eo •••....•••••... •.• 25, ooo , ooo!2) 

~reigbt ~cl mi ocellanoauo (Net) 55, 000 ,000. 
$335,000,000. (C&n.) 

(1) The eat~to of cliv1~nclo ~able 1nclucloa thooe 
ot wholly-owned oubolcl1ary companies, and le thore­
!ore higher t h&n oot1uteo prnloualy published 1v' 
the Doc!n!on BurEau of Stattat lca. 

(2) !alb comparee wl tb a fltUro of $fS ,OOO, OOO. tor the 
cuend&r yo.ar 1940. 

It obould &lao be noted that durlnc the second 'fOU of 

•ar Canoc!!on obllpUona, poeyable olther aolely or optionally 

1n 0. S. doll&re, 11111ture 1n tbo uount of $?0, 000, 000. In-

clu~.cd. in thh total h a $20,000, 000. Dooa1n1on of CanadA 

1-1/4~ note 1aaue due ~ 1, 1911, which lt la ~elioved io 

hold largely or wholly by biiJlka. Baaed on t he OXJ>8r1ence of 

tho recent put, sligbtly over ?0 per cont. of the IUIIOUDt of 

ouch hauaa are held b¥ reddonta of tho Onitod States. It 

thla percentege conttnueo to be applicable, and it no refundin& 

1o peoo1blo, fifty to fifty- tin a1111on dollars would be re­

qutrocl to aoet tbooo aaturltloo. 

Tbooo •tur1Hu (Approxiaato ""t ucunto) ~~q be allocated 

1v' montho ao !ollooro: 

Ootober 

1941. - Jam.aq 

:r. 'llriJaQr 

$ 1,ooo,ooo. 

1,000,000. 

3 ,000,000. 

2 ,000,000. 

• 
Regraded Unclassified



-6-

llt.rch $ 1 ,000, 000, 

.1.]>1"11 1,o:x>,ooo. 

llq 23 ,000 ,000 • 

.I' WID 3 ,000 ,000. 

Jill¥ 15,000,000 • 

.l.upat 21000 1000. 

Total $56 ,000, 000. 

D. ror i""D<>rta ( Tioiblo and iftYioible) froa other are .. with 
which Canada haa an advoroo bol=eo which IIUOt bo oottled 
lo AAld or U. S. dollan. 

lotl.Jo:>to of bporta for ooeood :year of war, 

W.rchandloo t.porta •••••••••••••...•••••• $45, 000, 000, 

I.m1grant roaittaneca &Dd other 
inv1o1blo debit itoao • • ••••••••••••••• . 10, 000 , 000. 

180 

$M, OOO, OOO. (Con.) 
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7orocaot of Cl>ll341ao ~ll&r (U.S. ) road ph durt~?~ the aocond ;;oar 

ot war. 

A.. lor 11n cba!>dtao eroorta to tho Unlt.od Statoa 

Eottmato of ~•rch&Ddtae exporta 
other th&D gold .... ..••. ••..•..•••.... $450, 000, 000 . 
(Tblo i neludeo allvor at 
$9 , 000, 000. ) 

Eattmato of export of non-
~onota:y gold. ••.••....•.•.••• •••. .••• 212,000, 000. 

\'ot&l •..•••• $662, 000,000. (Can.) 

! . lor ~1atbla itomo with the United Stetoa 

c. 

~at iaate of lnTia~~lc credit ito:a in trao03Ctions with 

tho United Steteo. 

Intoroet & dividendo raeoivabla $30 ,000, 000. 

Touriat reeolpta ••..•• •• •• •••• . l50,ooo,ooo. Cl) 

Total $180, 000 , 000,(Ccn.) 

(l) Tblo includoo an eetimate ot $25 , 000 , 000. for tourlat 
oxpendlturoo fro= Canadi&ll dollar account&. It mq &lao 
be noted that it anuoea a o•lbatanttel i.ncroaoo 1n touriat 
recelpta &o eoapared with tho ealond&r year 1940. Tho 
boat oot~te of U. S. touriot orpondltureo 1n C&D&d& durtoc 
1940 rune froa $100, 000,000. to $110, 000,000., of which per­
bape $20,000,000. to $25, 000, 000 . . ... aada fro:J C..rw!lao 
dollsr accDWlto. 

(7or atto8pt at aonth!T breakdown, aoo Table I attached hereto, 
and f or cenar&l ..........,. of Co.n&da' 1 balD.Dce of p!i/llOODh w1 th 
U. S., ooo Appendix B.) 

(viaiblo and 1nY1aiblo to other aroaa whi 
in u.s. dollara or «<ld. 

latia&to of oxporto and other credit i t eaa f or oocond roar 

of war. 

Merch&Ddi•• O%JOrta •••• •.•. ..•••••..•• ..•• $50,ooo,ooo. 

Dbidenda 6 other inYio i 'blo crodito. • · · · • · 15,000, 000. 

$65,000,000. (Can. ) 
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D. ltU ... ted Cevd1pn JOlcl EOdu.o\ton tbtriQC ••eOl'ld lMr of 

~· 

182 

J.pprox~i•l7 6f aUUoa ounoao , 'f&l,..cl at $211,750,000, (Call, ) . 

(Included a.o eXporb \lAder II.A. a bon) 

J , lhtl.utecl Call&d1&n ollnr producUOII durll!llj IOCODcl yea.r of war , 

~ aillio11 ouncoa, T&luecl at approxl.utely $9,000,000.(Caa.) . 

(Included a.a ex])Orto Wlcllr U,J.. abow) 
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111 • .Uuto of Callll4& poul'bl{ -•nU'II~ la\o &ollar m ...,=, 1.83 

A. Oo14 ( aa at D.c. 9, 19'i0) • • • • tlJ7,000,000. (U,I,) 

l o Offlc lal ( aa at ~o. 9, 19110) 

Lo11C • • • $11),000,000, 

Short • • • 
le\ •• • • • • • • • • • $167, 000,000. 

IIWohr of l1uaoe , • • • • • 22. 50().000. 

tl89, 500,000.(U, I, ) 

2. Prbah (aa a t Sept. 30/'lto) alleN\ 30,000, 000. (1) 
(1»14 apiu\ !.aport c-U - h ) 

total Oo14 aD4 Dollar balaDceo (...t) $356,5QO, OOO, (U,S.) 

¥0B.(1) ! be _ , of co14 allow 111111.n UI • .t.. ao u aoaet of 
CaDII4a lo t be _, of col4 -.4 'T tloe oo ... ..-. of 
Cuada -.4 loel4 1a t1oe bnloe'll" :..4. Ia 011141Uoa, 
U,135,127 -of co14 'ftJ.M4 •• tii26.927.WT· (o.a. ) 
,.... f onerq be14 'T tile 1-* of CIIMola for - cut of tloe 
1uk of rr.- a4 h - 1a tile ou\oq of \be O...tod.laa 
of .., Properq. 

All co14 reoan .. of \be 1-* of C...U _.. 11014 te tloe 
J'oroip .....,_1" Ooatrel ~ a4er \be • - of tloe hrelp 
ltm .... .&aqalolU• Ordero 

(2) floe U,l, &ollar ,_,. 11 ._ a4or IU,Jiol u aoMto fll 
c..._ ao u Deooakr 9, J.9110, &oM t.oW• $1.01,115,000 (U,S.), 
>OIIioll- fonerq 1a- 111 ul 1a \M ,_of O ..... la tloe 
- of t1oe :rr.u bpUUo ..a lo - 1lll4n \be outoq of tloe 
O.MUu of ~ Pupu.,.. 
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(1) UDdu tlw Jorolp Jtxc»nco .&c quhltlon Order (Ordar- 1 ... 

Couocll P,C, l7}5, dated. Aprll JO, 19'eo) relldenh of CI!Da4a 

wro required. to ••11 to U•o Jorllp lxchaco Control Bou4 

t heir hold.inga of forolp curt'IDCT aD4 b&l.ancoo, ucopt 

ouch amounto u could bo cl.o110utrated to bo neeool&%7 for 

the carrp~ on of norul bueineoo tranoactlou. 'l'lw flcvo 

ot $)0,000,000, dol o not lDCludl forol p bolaDCoo of bonita 

184 

and lnouran.co cOIIpt.llioo; t.nT balancoo iwlcl. b7 tlwoo inotltutlone 

eu.rpluo to t!w roquireaonh of tlwlr forolp pooltion ,.. eold 

t o tlw Board. Wldor tlw allow Order, oncl. farther eurpluooo 

accwculatlng to tlwl.r cre4lt aro eubJeot to trano.far on a 

quarterl7 or halt-7earl7 ballo, .An ant.17oll of tho foreign 

poll tlon of Canadian bulca 1111d lnour1111co co.penlu lo included. 

111 Appendix .l to thio a0110ran411&. ) 

0, Lon~.~=tera lnnot~~enh ln tho UgUe4 Statoo 

1. Socurl tloo 

UDder tlw Jorolp lxclwnco Control Order (Order-1 ... 

OOUIIcll P.C. 2n 6, cl.ate4 Soptn'ber 16, 19'eo) all foreign 

oocurltloo vbich, or &117 rlcht, tltle or intoreot in or to 

which, w .ro in tlw pouuolon, ovnorehlp or control ot a 

roolcl.lnt of Cllllllda at tho tiM t ho orcl.lr caao into oftoct 

wre required., UDJ.eoo tlw Bou4 ohoulcl. ot!wrvleo d.1root, 

to bo declared forthvi th to tlw Jorol gn lxchnco Control 

:Board, .lJIT no-rooldont of Cana4a becoal nc a rollcl.ont 

of OaneAa ou'booqwtnt to Soptn'bor 15, 1939, ,.... roquiro4 

fortbwi th to Ml<o a olallar cl.lclaratlon to tlw Bou4 in 

r oopeot of forelp oocurl Uoo owo4 '117 h1a at tho tt.o ot 
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b.h 'becOidac a Htldeat. ClUuu or t ba tlalted. ltatH 

retldm lll CNIII4a ben bHA uaptl4 r.._ tba requir-•t 

of .-ldac """b. 4ec1araUou. 

1.85 

fba flguree lb.ow below ben beon co~~p~~.tl4 froa tba data 

''"" on t~e declaration foru fUed wl tb. tba Joerd l:lllder tba 

abOYI requ1r-nh, up to Septnber 15, 191+o, 'blr.t do 110t 

flD.aD.Olal lD.eU tutlona ben bHn rep.fted at bald acalut 

tbalr forelp llablllUII 'blr.t data 1D. reepec t of thea will 

be fol:llld lD. .&ppe..UX A to tb.h -r...u.. 

(a) Lbted Stoclcl (ltoclce Ueted on UT recophed. Stoclc 

lliiObu&e, wl tb. yalu.aUou bated on ll&l'lcet quotaUona at 

at Dec•bar 31, 1939. 'tllllch are nbehatlallT b.l(her tb.an 

uiltliiC ..nat ftl.D.ed.) 

Iadutrlal 

!Ialli 

uuuu .. 

Inn•t-t oo"PUlll 

In- C08palll ll 

lluka u4 fna\ Co 11 

fotal 

•o. ot 11- • 
Talu.aUoa at at bald ia UDell 

D!c•b•r Jl/19• of l500. 0QO. 

$228,200,000. 92 

10,000, ooo. 5 

1, )00,000. 5 

117. 5()0,000. 15 

7,100,000. 3 

7. 700,000. II 

a..s .22Q. ....L 
.,12, 800,000.(11.1. 12£ 
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(b) Lh t..t eD4 IJD.l.h t..t Joll4a (Tallle<l Oil 'buh 

of II&J'ltet quotat1ou u at ».enbor 31, 1939,) 

Induatrial • • • • • • • • • • $14, 4oo, ooo. 
Raile •• • • • • 

11t1lit1oo • • •• • • 
U, s. GoTernment • , • • • • 

Stato end Municipal , • • 

B.al Jatate • , • . . . . 
!otal • 

(c) 11Dl.htod Stocl<o 

7 , 9<)0, 000. 

15,5QO,OOO, 

7 ,000,000. 

2,000,000 • 

1, 300,000. 

$48,100,000, (U, S, ) 

lio atteiiPt hao 'be~ llllde to Tal,. bo1d1nc- roport..t 

in a large nuabor of a1oce11lllloouo UDlioted otocko -

oo .. 3, 500 u .... a - a sreat lllllll7 of whicb are beliend 

to be ftlueloao or practic&ll¥ oo, On tbo baoio of a 

reu&b DJ.8to, total nJ.ue 1o .. u .... ted tor thio purpooe 

at, • .,, $20,000,000. to •••• • • 4o,ooo,ooo.(v.s. ) 

.Acgegah value of all .. c:ur1t1eo (on abon baoeo) 

$31!0, 9<)0, 000. to $ll00, 90Q,OOO, 

!i,B, (l) Sal .. of tbe ebo.,.. oe<nlJ'iUeo .-de b)' their 

boldero fro• datee of declaratioa up to December 9, 

19l!O, total $35, 000, 000, , and there baft 'been -turitieo 

ot approrlaahlT $2,5QO, OOO., leaTiDC a total boldiDC u 

at Dec .. ber 9 , 19llo, ett1Mt..t on tbe baoee of valuaUoa 

11ldicated at approxlaatelT $3~3,lloo,ooo. to $36},lloo,OOO, 

l'roa thio tot al eboDl.d 'be deducted brot.ro1 louo of 

•10,000,000., le&TiDC a net 'belPG• of ~ $33},000,000. 

to $353,000,000. 

oOo oOo oOo 
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O.Ural aote, ~ fl&aft1 ct- al>oft u npreHa\lac 

bol.4iDce of U. S, MCV1U11 liT Ceu4la nel~l (vtU 

the emept1oa1 ao\e4) an u 111&1oeW the nnu ot the 

co.pll&Uoa ot cleclaraUoa1 .,... to the lorelp lmh•n .. 

Ooatrol Joar4 oa lol'll II, It 11q be U•• oertda reeldeaU 

ban aot tilled Olllt \b11 nt'l&l'll or haft aot dholoeed all 

thelr bol41Dca, boat u nolt. ott•-• .....S.er the lonlp 

J110hup Ooa\rol O..Ur an nbJect to .u.tuUal peM].Ue1, 
0 

1t 11 aot bellencl that the error 1a the tlpree ao te 

t..Uve to report Olll be of llpltloeot proportloaa. 

~.. 11 110 e1U•te aoailable ot the £Ill ~ ot 

Ollla41aa direct ta .... t .. ah la the Ualtod hat... !he 

lloaiaal bo<* 'ralv, acoorUac to balaaoe lbaeh at 

Deoeabor 31, 1931, u .. u .. ted liT tile Doalaloa lhlroa ot 

ltatleUoa (tdlloll 11 }ll'ObablT •betuUallT 1a -• ot 

1'Ml or ....at Y&J.u) 11 u toU-1 

f1P! ot I.._t!'l 

• • • • • $6, 1100,000. 

118atachrlllc • • • • . • . • • • • • • 93, 000,000. 

•••••• • • • • • • • • • • • • • • • l0,6oo,OOO • 

Petro~ prodDatl , • • • • • • • 9. 900,000. 

U\111t1el, tJ:'IIIliPOrt&tloa .-4 
-' ... 11 s ·•oga • • • , • • • • • • • P·IOO·ooo. 

fetal , • , , , $)27,100,000.(U,I,) 

:18? 
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!haoo !lgureo can bo broken dow b)' c1a11 of 

1nTOit ii8Dt &I follOYIII 

Total BoD4o Stock! ~ 
~liono Of clollaro) 

Incorporated aubo1d1arioo 
vboll7 owned •• •••• $ 93·5 $41.5 $20.0 $32,0 

Incorpora ted aubo1d1ariu 
partl1 owned • • • • • • 5• 7 2. 6 
!rano~a or ~nciea 0. 1 
Uni ncorpora ted operationl 10.1 
Col!lpanlOI 1D vhich C~ 

iano baTe a -.Jorlt)' 
intereot • . • • • • • • 8,2 
Rail~ 1Dvootment i n 

vboll7 ovned ouboidiari oo 133· 7 
Rail~ inTeOt.ent iD part-
11 owned aubo1d1ar1oo 72.1 

A.d.Yaneea & other foraa 3tZ 

8, 2 

67. 4 

35· 1 -
63·3 

36.9 
~ 

2,4 
0,1 

10.1 

3.0 

0.1 
o.4 

$327. 1$154. 8 $124. 2 $48.1 

N. B, (l) lllUI)' aubo1d1ar1eo reprooent holdingo 1D oourco 

of r aw matorialo, 

(2) lla1l><a7 lDTeotmont which it talcen at par or 

other nollinal Taluation l ncludll t 

Soo Line •• , • • , • • • • • • $J6, 000, 0CX>. 

&pokano & Internat i onal • • • • 

Duluth South Sbor• • • • • • • • 

Grand Trunk Yeetern • • • • • • 

Central Vermont • , • , • • • • 

4, 000, ()(X), 

30,000, 000. 

86,000,000. 

41.000.000. 

$11!4, 000,000. 

It 1a obTiouo t hat tbaoo ftsure• 111 no we:, ropreoont 

real or marketable T&lQto, 

188 
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D. LoDf=~era inveot£eato in Latin Amer ica 

1. Socnri tie a 

Estimate ba.oed on data coarpilecl from 

declaration• on lora M, with aarket valuations 

ao at December 9, l94o, 

Conrnment Bonde Market Valu. Par Valu. 

Argentina • • • $2, Goo, 000, $}. 6oo,ooo, 

Brasil • 2 ,000,000. 15, 000, 000, 

Other 

Total 

• 1.800,000, 12,700,000 • 
(11. s. ) 

$6,4oo. OOOf $}1,}00,000. 

Otber aecuritioo - baliond ~o bo n.ecligible 

in amoUJlt . 

2. Direct Inveatment1 

There i a no eat1ma~e nvnilable of the ~ 

~ of Canadian di rect inveotmente in Lat in 

America. The nominal or book valu., ao at December 

}1, 19}8, io aatimated 'by the Doai nion Burean of 

Statiotico at $175, 6oo.000. (11. S, ) Tbio eo tim&te 

incl'Udeo t he follovinc ito1001 

Bolirtan Po""r • • • $6, OO'J, ooo. 

Kocter-.r RailV&T • • • • • • • • 6,ooo,ooo. 

VenorQela Electric • • • • • 

Porto Rico Light & Power 

Ka.oey. Harrl o (Bueaoo Airao) 

• • }, 800,000. 

• • 3,100,000. 

• ) ,000,000, 

Brasilian Traction &c, • • • • 75,000,000. 

International Petroloua • •• • zo.ooo.ooo. 

$166,900. ooo. (11. s. ) 
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1. J.utral.aala 

Autr&lieD OoYeraae11t bo11d1 
pa¥ab1e 111 u.s. 4o11are , • 

J.uotral1an OoYerDMIIt boA4e 
p8fab1e 111 eter11ng , , , , 

lev Zea1&D4 GoYirDDtllt bondo 
p&Tab1e in eter1ing , , • , , 

Total boada • , , , , • • • • 
Dir .et inYeataenta at 11onin!l 

book T&lue • , , • , , , , , 
fbeoe 1ac1ude 
l'or4 of C..-4& $8,700,000. 
Muu7-J!arrle J . zgg. ooo. 

$12, . ooo. 
(c..,,) 

~otal 110=inal Yalue of i,._ 
natmenh 111 J.uotralatl.a 

2. ~ 

South J.!rican GoYern.ont 
bonda , , ••• , ••• . . 

Direct 1nYeetnente at nominal 
book ftlua , , , 
Tbeoe include 

• • • • • • 

Por4 of Canada :;) , )IN,UUOJ, 

Muoey-Jiarrla 

1'otal noaiD&l Yalue of t.... 
•••tHnt a 1D Urlca , , , • 

J , Jr1Uoh Asia 

hD4.a • • • • • • • • • • • • 
Direct inTeot11enh at 11oeinal 
T&lu • , • , , • • • • • • 

~ot!l Doainal Yalue of i,._ 
,..,t•e11to 111 Jrltloh J.e1a 

4. Io~1tioh .t.e1• 

Oonn:a.ent bonda • • • , • 
Direct 1nYeotiCinh at noain!l 

Y&lu • • • • • • • • • • • 

1'otal 110aiD&l 'l'alu.e of lDYut-

Par Value 

$4,lioo, 000, 

1 , 900,000. 

300 . 000. 

$6, 6oo,ooo.(c...,) 

$1J, 700,ooo. (c...,) 

Par Value 

$ 6oo,ooo. 

5. 900,000. 

$6 , 500. 000. (0&11.) 

Par Vlll ... 

$ 6oo,ooo. 

5. 50(). 000. 

$6, 100, ooo. (c ..... ) 

Par Val!!! 

$1,lioo,ooo. 

500.000. 

-h 1A lfoa.-IIrlt1oh .t.tl.a $1,9()0, 000,(C-.) 

190 

Regraded Unclassified



- 17 -

Securltloo - aa at 8ept .. ber 
15, 1939, baHd Oil Pono II 
returna. 

OoYerneont bOD&U at per YSlue $17,000, 000, 

Stoclco omd corporation bo11b 15,000,000, 

Total , , , , , , • $32,000,000, (Caa.) 

Direct 1.11Yeatmo11h, accor41ac to 
DoaWon Bureau ot S~atlaUoa $1&,000,000, (C-.) 

Total , , , , • , • $4s,ooo,ooo. (c-.) 

lll'fllt ... llt ill GonrDMIIt bolllia, 
aa lndic&tod b7 J'ono K Htllrlll, 
at per .alua • • • • • • • • 

Innat.ent ill otoclca, .., • , 
LO&Ilo made at clooe ot l&ot 

var b7 Doainlon OoToraaent to 
OoTornaonte ot Greece and 
RoUII&llia, probabl7 Yaludeoa 
but par T&lua • • • • • • • 

D1roct illTeotaonto, acoord1DC 
to eatia&too ot Doa1n1011 
~ ot Stat1ot1oa • , , 

~tal •••••• 

$ 5.5()0,000, 
5.000,000, 

JO, 8$4,000, 

8.0CXl.OOO. 

$49,J$li, OOO. (C-.) 

fbi direct ill ... ot-ta !.nc1u4o bo1d.1Jica b7 
tb.o IC&aaq-llarria Ca.pa117 in J'ronoO aad tba 
hlconbr1df;e li1clca1 C-.aT la lforwT, !1>17 4o 
aot !.nc1ad.e :kropeaa bold1DCI ot tb.o J.lua1n1-
Co-.pall7 or tbe Intornat1ollal ll1clce1 Co~. aa 
tb.ooe two cospaaioa are controlled ill tbe 1J111tod 
St ah., 
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IT. !oreeaot of C&Dd,a..ll'l:t.l. \e4 J.:iy4o• balaaM of p!l!!ll\t 

for \he .. co114 var ot war. 

A. On Mercluuldlea .Ac001111\ 

u. I. 1 o O,arllloo" exp..,41tureo 111 01111&4& $823,000,000. 

lJ. I. 1 1 o tber e>;pelldlturll l n Oaaada 

'l'otal • • 
X..oo 11. I. e:oporte to 01111&4& • 

B. Oil Serrlce lteao 

lot ubl to &«ah•t Caaa4a 

338,000,000 • 

• $1 , 16l,OOO,OOO. (Caa.) 

16l,OOO, OOO.(Caa.) 

$l, OOO, OOO, OOO.(Caa.) 

Inter11t & 41rt4e.U (net) $62,000,000. 
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JzpeD41 tureo of Cana41an 81'1114 
foroeo la U. I . • 75.000,000.(RITlo.t) 

J'rol~t & mhcell&Deoue oorrlo11 (not) 20,000,000. 

'l'otal ubU aplnet 01111&4& • $157,000,000. 

U ,. oollbl• rtolbll aa4 lmlotblo lteao, \he 

fnour of $84J,OOO,OOO. A -'7 ot Cua4a'o 

balallco ot -•h wUh tile 1JD1te4 1.:1...,_ &Ill 

wlt.h tho oterlb« area ao a Ybolo ll cl"• la 

.tppoa41x D. 
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l. P,.opoaecl. boah of aotuo-nt of the Ca.nacl.a-UDitecl. lil!lld.,. 

balance of oaz-nto on Corron\ .Accouat. 

C&llllcl.& hao undertaken t o ooolot tho tlnl tocl. lllll&"-o• 

ln meeting tho latter '• cl.ebit bal&nco 111 her trano­

I'.Ot10III with Canacl.&, to tho max11111111 procticoblo extent 

of Co.na4o1 o c-..oacit;r, b:r tho ropatriatlon of Canocl.lan 

aocuri Uoo hold in the tJDi ted Kill&"-oa. !'he roaaindar 

of tho detlcit v lll haYe to bo .. t b;r tho UDi tad King­

dOll b:r tho trano!er of r;olcl. or cooh. 

Dorin& tho fi.rat ;rear of .. ar, Canacl.o o«reecl. to 

proYicl.o approximatol:r $200,000,000. (Can. ) ! n tl!h vq, 

:>r.cl. .Ud oo prortde nbout $19J,OOO,OOO. !'or th• dx 

montho ' period , .Au&uat l, 1939, to January Jl , 19l!o, 
(1) 

CanaAa ~•eel. to proYlde $150,000,000. and hoped 

thAt 111 t ho euccoocl.lnc: alx 1110ntha1 porlod It would 

bo poooil>le to lncrea .. this oc<>W\t aoawhot , poooibl;r 

up t o $200,000,000. 

fho DOr.oal procooa h thc.t tho roroip %xct&nco 

Cootrol 'Bc&rd u:=.lateo oterlln& until o ouitoblo 

opportunit7 occnrG tor t he callin& nn4 rccl.o~tion of 

a Domint :ul O'o~rn.·wtnt direct or cnaranteo4 111UO pl\T-

mble in Loru!.on. In ad.di tlon, there han been oaloo, 

directly in tho Canadi= IIIU'l<et, of Dr1 tioh holcl.ln&~ 

ot Canacl.lan pro•1nc1al or IIWll.clpal boll4e or of 

prhoto corporate oecurltloe, boa\ tho urr-oo of 

tho Canacl.lan II&I'Dto Ulli to tho _ , of .. curl. Uoo 

thet 0&11 bo ao abacrl:e4. 
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It ceod DDt ba ellpba~tsed t~t th•ra are practical 

Ualto t.o CllDIIda1 o eapeclt7 t o aooiot the Uaited X1ft&4oa 

b7 tho repotrlntlon of oecur1 tioo. hoa t he otandpol nt 

ao a direct wu oxpendl ture - t ho monoy me t bo rahed 

ln C......U - an equ!Talent eaount of oecuriUao or the 

identical oacurl Ueo root ba aboorbe d b;r Canadian 1.1>-

• eot.oro. lor thh reaaon 1t 1o necaoMJ7 t.o l ook at 

tlll t.ot&l burd.ec aar.>=ed b7 Canada ao a recult of tM 

vu. CA'Wia 1o dlNct war expelldlture duriD& the 

pru e ct !heal yecr endl!IG l'.arch 31, 1941, lo expected 

to approxl..,.te $900, 000, 000. u d f or the r.•>tt !local 

you will rho w.'t:otantb.ll;r - it may !'WI froa 

$1,200,000,000. t o $1 , 500,000,000, !o thlo mot bo 

a4ded DO,._VU e:q>ondl turoo of the Docdni on Co't'er.,..ct 

of a'lJ)roxlaatel;r $1150,000,000. (oxcludlD& the coot ot 

flnacclD& an eno1'110Uo w.rpluo of wheat) and proTincial 

&114 au>.lcipal expelldl turea of &JlProxl•tol;r $5oo, OOO,OOO. 

A. co"Pariaon o! the "W"'P\e wu and other llt'OYII'1Illlllntal 

e~p~nd1 tureo v l th the uatlonal lnco• (ootl•ted a\ 

about $5 , 000, 000,000. for the . nut f1acal ;rear) will 

tbrov 11cht on the further eaount which au be ra1oed 

b:r Canadian ci t l .. na tor the pUrpooe ot rapotrlatlD& 

Canadian oacuri t lee nov bald in tho Uaited X1D&do• • 

(1) !Iota that of thlo &IIOUDt onl;r about $13() , 000,000. 
would ba aTailable to tho U. X. duriD& the 
••co ad ,.ear of war. 
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worth, there are preoented in the t ollow1nc ta)>l• certain do~. 

purportin& to r epre sent U!tited ll:inedoa direct and porttol1o innot-

mente tor t he year 1937, taken t r om a pu~l1cat1on ot the Doain1on 

!ureau ot Statiot1ca entitled 0 Tbe Oana41an Bol •nce o! Intornetional 

~-nto• (Ott• a , 1939. ) , !be -thod ot waluation h aore 1111~ 

doocr1Md in Chapter IV of thio publication but, atated br!e~ , 

bonda or other nidanceo o! tundad debt are t &lcen at par waluo, 

preferred etock at par or atatec1 YIL1,.., a:d coaaon atock at book 

yaJ.ue, while ho1din&1' in un1Dcorpcratec1 b,....chea or ~Dei eo are 

Gon!'Dllent Socur1t1ea 

Dominion •• • . ... ..........••• • •. . .. . • .• . • $317,100 ,()()(). 

:Pro'finoiaJ. ••••. , .. ,...... .. .. ........... 61 ,300, 000. 

llwl1cipal ............................... 135,800 , 000. 

!otaJ. •.•••••.•• $514,200,000. 

Publi c Ut 111t1e a 

llatlwqo ..... ........ .. ............... $1 ,0E5,600,000. 

Other, - fraction, ll.&ht , -t, 
powe.r, te1epbo.ne , &c ...... ·"· .. • .... 1?6,000,000. 

llanutactur1D,C 

Wooc1& paper product o •••••... •.• .••••• $ 9'1. 000 . ()()(). 

lie tal 1nchlatr1••· ...... • · · • · · · · · · · · · • • 72.000 . ooo. 

All. o tbltr. . • . . . . . . . • . . . . . . . . . . • . . · • · · • 201 ,000. ooo. 
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ll1ci..Dc. • • • • • • • • • · • • · • • • • • • • • • • • • • ••••• .• .• $ 90,000,000 

llorchnc~ 1o1nc & aeroico. .................. ?3,000,000 

I caurance. • • . . . . . . . . . . . . . . . . • . . . . . . . . • . . . . 85 , 2()0 , 000 

Pioacco & mortgage corporationa. .......... 150,800,000 

Uiacoll aneous (agr icultural lando , aumzer 
homoo , aoooto adm1n1otored tor poraona 

or corporations rooiding outoide of Canada}. l 60,000 ,00C. 

1!)6 

'l'otal $2,684,800, 000. (Cen. ) 

Aport fro= con•ldera t iona ozia inc fro~ t ho arbi trary baaio of 

n.luat.1on of Aueh i nTestaeota and the redutlon 1n 'Y&lue of aecurltioe 

.,abl • to aterli..Dg due to doprec1at1c..l ?! tho JKNDd, it la, of 

t~e ..,.ou.ot o! oecuritico whic!> han ~tured or which have been 

called. for rede10ption or which haw boon roaold to Conadiana oinco 

1~3?, lfuilo co~plete data are not available here, the total a10ount 

of aocuri t lea (chi ef ly governmont hondo IU'd guaranteed ra1lw"i7 

obl~atio~a) ao repatriated cannot woll be loao thaa $350,000,000. 

u d oey well excted th h ttguro, 
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nl. JorHM\ of Ce·gf· '• "''•·= of JM!!!'' wl\b \M ree\ ot the 

otorll!!l ana 1'or Uw "coat ,._. of w.r. 

JoU•'-4 MNhonAie• aport. troa OaaNa tua.ooo,ooo. 
leU .. te4 MrcbaAUee export. to Cwu 8? , 000, 000, 

.lcl4 DOt bal.&Dce ot i11Yit1ble itou, 1D­
clu41nc ~h IV' .lu.tr&Uo 1114 w ... 

• 26,000, 000. (Coa. ) 

Zeololl4 011 ucOWlt ot .lir hoillinc l'la,u;r p,ooo,ooo. (Cell.) 

.. t cre4U bolaDce 1D c~"34o'a fOTOIU' $55,000,000.(Coa.) 

Up t o 4ote, U.. Unlte4 nncfOII 11M lleea -UJ!C the a4Yerae 

bol&Dce ot the reat of th• aterll~..,.. ritb Cua4&. l'or-ODe 

out li.M4 Wl4er T •-· it ia t.poaaible tor ea...4o t o contri'llllto 
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!!!!.,_llJIOUI\t or aterlln& b&l.anceo now llel4 1!r CaD&4a 1n London • 

.&.a of Dece•ber 9 , 1940 

Foro l.aJI l:xcllange Control 3oard -

Spot •. ••••·•·• .··• ·· · • • . • • • • · ...... • ..... 0.31,200, 000 

!'uturee •. .. ..•.. · . . .. ......•........ . .. .. 6 , 700. 000 

0.37 • !100. 000 

U1n1oter of Finance • • • •••• •• ••• ••••••• • •••. 0. 350,ooo( l ) 

0.38 • 250 . 000 

1!38 

( 1) '!!lis cloea not include NJO\lftta held \ e:I]>Oraril,y 1Jl t he 

~~~lnG tunde ot cert&in Doa1n1on ot C&Dad& obl\gationa paJ&blo 

1n Lon•nn , pondin& inveot .. nt in oocurl tioo to be held in such 

al llki lli: tunde. 
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.t.PPIIIDU .a. 

V. S. DOLLAR POSI!IOW 0~ CIR'•t¥ 
c.uw>LU J'IIdCIAL lWII!'lMlOD. 

1. Cau41aa LU• lllwraace Collp&lliaa, •• at Sapteaber ~. 191(), 

Bonte - C....o.ian debtor 

v. s. I 

Ot her I 

Stocke - CaaaA••• debtor 

v. s. 

Other 

Mort sacaa 

Poliey l oane 

Oaeb 

Other J.aaeh 

!otal Aaaah • 

fotal L1ab111t1ae 

I 

I 

. , 

Orou lOIIC poaUion at book Yaluu 

.A.o.Jut for aarllat Ylll.uee (lqlpr ox.) • 

Ao.Juet for no~v.s. 4ebtor a 

Wet ellort poli Uon 1n V. S. 

$ 15,1()o,OOO.(V. S. ) 

242,700,000. 

12,000,000. 

1,000,000. 

2)6,000,000. 

6 ,900,000. 

116,700,000. 

)6,200,000. 

3 .700,000. 

$600. 800.000. 

5~.6oo.ooo. 

55,200,000 • 

50,000,000. 

$5 ,200,000. 

2S I l()o p 000 I 

$23. 200.000. 

n will be obrloua that \be abon ...,...._, for 

• 
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11 tollOVII 

GoTir,...D.t $39.)00,000. 

llwl1c1pal 19,)00,000. 

Roil I 41,800,000. 

UUUtha 126,700,000. 

1D411.atr1oh 14,100,000. 

KiocellaZUIOV.I l 1 JQ!!1000. 

$242,700,000. 

~~ iueat iDIIlt ill. otocka h KWirl4ecl 11 tollova: 

Roilo •• 

uuuuaa 

lDcluotriala 

llhclllii>IOV.I 

$ 2 ,800,000. 

1.15,5()0,000. 

uo,6oo,ooo. 

11. 300.000. 

$2}6,200,000. 

~· total 11ab1Utiaa w .i ch ar• allow at $545,6oo,OOO. 

illclv.U t~ appropriate _....t ot the c...,...1aa1 nrplu 

l!pplicable to t~ir U. S. poai Uoa. 

!he all-onr poa1Uoa ot ~ Caaad'M Ute illllllrWI 

Co"J)M.lla, a:a:la4.1q 1111h repoeiiD.tlcl b7 altipla 

~t bo11.cla, 1a 11 tollova: 

11a1tecl 8tat11 

Oroaa 1oac poa1t1o11. • • • • • • • • t55,200,000. 

• 

Leu CeeA' u debtor boacla A etooa 16)100,000. 

$}1,800,000. (1oac) 

• 

::oo 
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UDitod lt!fd4! A Storll!l AoNoa 

Short $2o6' 1100' ooo. 

~ 
Short 

Baluc1D& fl.cure, vhich repreoODh 

lD~UtatDh iD IIUl.Uplo ~t 

boD4o, and aooeto ud 11ab111t1ao 

1D otbtr curreDclao . . . . . . . 

5S,6oo,ooo. 

(lloto - In the al>on , all oonTera1oDo are at 
pra-var ratao of·~.) 
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$265,4oo,ooo. (obort) 

$226. 6oo' 000. 

2. U. S. Dollar Pooi tion of Caudi&ll Truot &4 Loan Co.,... leo. 

rho total tr. S. 4cllar inuot .. Dh hold b;r thue co-ioo 

lo reported to amount to olll;r about $18,000. 

3. U. S. Dollar Poa1Uon of Caudiu Cll&rterad B&loo ( iDolucli!l both 

C&ll&di&ll ud foraip br&llchea) •• at JUDO 30. 191!0. 

(a) !'otal J.aoah and L1&b1l1Uaa 1D tr. S. Dollara, u at J1111e 30. 191«l. 

in~ eilnr 

!otal ouch aaMh vera $,365,000,000. iDolud.lac $110. 000' 000. 

of IIIlich: 
Caah J.a .. h • 11!1,000,000. • 13,000,000 • 

foralcn oecuritioo 53,000,000. 

currant loano 100, 000,000. • 21,000,000 • 

lattaro of credit 22,000,000. • 2.000,000 • 

'fotal ouch ll&bl11t1ao 329,000,000. • 36,000,000 • 
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lletvMD JIIJUI 30, 191Kl, eat Oohber 31, 191Kl, h~ 

nch ao .. h probablJ' 4eol1Do4 about $23,000,000. aa4 

total ouch 11ab1llt1oo about $21,000,000. Ao at October 

31, 191Kl, total nch auoto woul4 probobl7 1Jlolu4e 

(rougbly): caah aooeto, $185,000,000; .. curltioo, 

$110 ,000,000; ud curriJlt louo, $85,000,000, 

(b) l'ot Loy Poolt1on ln 11. I. Doll.au 

Ao at Juu 30, 191Kl 

tho not opot pooitlon vae 

fllturo 0~ COJltra<:h wro 

lteao ill trault vero 

loavin& a true net pooltion, 

$35.700,000. lone 

1,200,000. abort 

Z,2QQ,OOO. len& 

$42 ,l!oo. 000. lon& 

Sineo Juno 30, 191Kl, the net l on& pcolt1on hao uellllod 

~02 

about $2,000,000, and voul4 nov bo approxlu.t•lT $1Kl,l!oo,ooo -

or vhlch $3,000,000 lo lJl tha rora or Oubaa beak proal"' · 

~ - Ill Tiew ot tlol olso or tlol 11. s. 4ollar 

buolDooo and the DM4 ot aallltaiJL1Dc aAeqaato worll::lJlc 

eapital urclJlo 1Jl ortar to oat1af7 otat o bulr1nc laato, 

vo voul4 not -tar pre-t coa4ltloao raprf. thlo aot 

lone pool t1oa ao availal>lo. 

(c) l!ol4l¥o ot J'orelp Socurlt1oo. pvablo lJl 11. s. Dollaro. 

Ao ohova abovo, the Baalta ha4 at J- 30, 19llo, rorolp 

ooouri Uoo pqablo lll 11. B. &lllaro or a htal book val ..a 

of t53,000,000. boYD aaloo betvoea hM )0, 191Kl, and 

October 31, 191Kl, la4loato pro-t hol4111co of aboa\ 

$1Kl, 000. 000. 
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aa followll 

u. s. Gon~\ 6 Sute Gon.,._, 'bolo4e $35,000,000. 

U. S. r&l.lvq 'bode •4 awoke 1,000,000. 

Other U. S. e\oob . . . . . 
Lat1D .AMrl- ••cnarltiee (eo .. CO"ft­
.. ,.h, eo.. 1D4u\rlale, o111en7 
Cuba) • • • • • • • • • • • • • • • • 

1,000,000. 

3.000.000. 

$llo. 000.000. 
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511M!W!T 0!' CJ1W)J.1 S :UU.'lCI 07 P.mczBH III'!!! 1'111 
11!11'1'li:D ST.l~S J.S ES'l'IMA!ED li'OR SBCCIID n:.AR 07 W.AR. 

(M1111oDo ot O&lladlaD dollau) 

OurroDt Account CrKih ~ ...!!!1.. 
~orclw>dhe - ord111ar7 $ll50 $550 -$100 

- var . 325 - 325 
llo,._!IODOtary «<ld {Dot) 212 plD.a 212 

'rouriat aDd tra...,1 (1) 
oxoel>d 1 turea 150 25 plue 125 

IDtorut and D1T14aD4a 30 255 - 225 
!'ra1cbt aDd ahce1laDeou. 

Ut'Y1cea (net) ~ --2.2. 
To tal $842 ' $1,210 -$368 

Ad.d oat1111atod 11110unt ct tourht 
expoD41 tur .. 1n CaDalla pro-
bab~ paid tor tros C&D&41an 
dollar &CCOUDta 

~ 

- 393 

Cae1 tal Account 

Katur1DC obl1pt1ou $55 - 55 
Cap1 tal 1aporta t t 

Total t $155 ~t) 

! ota1 unta'fourable bal&Doo $4118 

(1) lacl114aa $25,000,000. ••U•te4 to be paid !or 

out t4 C••"t•• 4o1J.&.:o aocoaate. 

• 

ZO:l 
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JP?EIDU 0 

S100W!Y !l' CAJWl.A.' S l!.U.4.>m or P.AM!!!S 
11I'm COOli'rll.t3S O'l'lii!J!t '1'!!.Ur 'l!l! tmml 
ST.ADS l'OR 11!1ICR P .mt!lll! MUST 1111 1WDi 
111 GO:W OR 11. S. DOLLARS, AS ISTIIU.!ED 

l'OR SECOND YI.Ut OJ' 114, 

( MlUloDI of C.....Uaa 4ollare) 

Credit. ~ ._!'!! 

I'ArabaD4le• . . . . . . $50 $115 plua $5 

lllrtdeD4e and other ilzrtd'ble 
aredl te . . . . . . 15 plua 15 

I.al(p'aat read t tanc .. and 
o t.ber lmhl'ble de'bl te ...lQ. ::...!2 

$65 $55 pluo$10 
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API'DDIX D 206 

SUIO'.&I!T al <alWI.41S !JLAI.'CI at P.mcr:Jift 
VI!II !!II CIII'I!!ID II!roDOII A1CD ftEliLiliO 
.Al!Z.t., .t.S ! SftiW!!m ron BCO!m TUR or V.AR 

( IC1ll1ont of Cand!M 4oll.&ra) 

Croditt ~ ..!!! 
(a) ¥1th Unitt4 XiD&doa 

! !.,.o~diee, &c. $1, 161 $1&1. p1ut $1,000 

In~r .. t & d1Tidel!l4a (net) 62 62 
i;r;pelldi tun o on C.....Uan 

.a.r-d r orc.a in u. x. 75 75 
lr'lilht & 111-l.l.aneouo 

oenioeo (,.t) 10 ---=!1 
$1,161 $318 - $ SI!J 

(b) With root of otorl12i area 

Mcrohan4ha 113 S7 plllo 26 

IaT1e1b1e H••• (,. t ) ~ - 1!111• 29 

lll2 S7 plu 55 
(c) With SterU~ area 

UDClii41DC .L) 

Ne1'01w141 .. 1, 2711 2111 p:W. 1,o26 

I ntaraat & 41T1del!l4a (lil t ) 62 62 

l.rpalldi turaa oa Cane41aa 
.t.r.ed Jor..-a la U.X. 75 75 

l!'licht & 111-llaneO'Ill 
oanieaa (net ) ao 2D 

Other 1.wia1bla H•• (lilt ) _l1 - J!bl• 29 
$1,J03 $llo5 pllla $898 
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Z:S'I'I!Ufi: 0? CAI•.ADA 0 S BALANCE OJ' PAl'Ml'!ll'l'S WI TH ~I::: tr.lll!ED S'l'A1":S POR Sl:COND YEAR OJ' VAR 

AD at te.-pt a t v.or:.thl¥ Al.locatlon of' t he Vfl r i w e It• • • · 

(111111ou o! Canad.ian llollaro) 

height & 'lot.al 'lot.al Capital 
Iat.ereo~ & Ot.her Ourreot a/o Ourr.ot a/o !11p0rt !l!ouriot I~~porto D1 rtuD4a Ourreot •x War Var 1ncl'CI41D& .. l:;g>orh Ool4 .lfj!l llon.-Vr.r ( Jet) ~!•tl I";lrh l!l!orto War !ourhto lldv1U., !:o\al Sept.elllber J7 lf" Iii lS 2 ~ 19 1. .1 il - -

Ootober 38 17 s 57 16 ~ ~ !I E 2 .! .» 
llonlllber }I! 17 3 57 - lZ ~ 16 11! 311 .! l ~ 
Deoelllber 35 17 3 !!!! ~ ! 26 !2 ~ 1 .i !II 
J-.z, 33 17 5 » !2 ! 1 ~ ~ .! .! ,g 
Je'bftar7 33 16 5 J7 ' - ! II ~ 21 .! .1 ~ 
lleroll 33 17 II ~' 29 ~ 16 ?3 ~ !. .1 u ·- I April J6 lS II ~ l§ 1 ! ~ 39 .l .l. D 
MaT llo 19 6 ~ 12 2 7 J§ ~ ! D §! 
.Tue 112 19 111 li§ ~ 2 .§ !!2 9 ...2. } ~ 
JIIJ.T 112 19 JO 112 - 12 ! 26 ~ ~ ! .15 l! 
.tla&wl\ J!l ...!1 .JQ .:4 ..JQ ..!t l! ~ ~ ~ ~ -1 

115(1 212 125 ~ w ~ 2:!1. ~ ~ ~ ~ ~ 
llot.e.-.f.llooaUoa of lll41rt4W it.eu b7 IIODtho io neoeoearl}T .,.bJeot to 

I I a ooaolurable -c1a ot error. . 1\) 
0 
-.1 Regraded Unclassified



TREASURY DEPARTMENT 
208 

IN'Tmt 0~ COM"'UNICATION 

DATa Dec•ller 12, 19lio 

TO 

Mr. Oochrt.A 

STRICTLY CONFIDENTIAl 
.U 5:30 th11 atteraooa tho Secretar:r \elephoae4 •• troa hh reo14eaoo 1a 

ropr4 to tba oonTareaUoD llhich be ha4 ha4 with 11r J'reurlolt Ph1U1pa. Sir 
l'ro4tr1ck ~ aake4 •• th11 aoral.Dc to -.b .., appolata.,.t with the Secrotar;r w!Uch 
wolll4 parDit a br1at bllt pr1Tate talk. .1.\ the Secretar;r'o """"'Uoa, Sir J're4er1ck 
bad oolll to tho !roaour;r at 12:30 &4 ha4 r144ea boM with the Socretar;r. 

Ph1111po oxpla1Do4 that \be BrU1oh ccnal4 act aoU uo the J'rellch col4 hol4 
b C&a4a boccoo tho PriM IClJUder ot Oallau hao oo tar obJocto4 to it. Part ot 
11111 o'I>JocUoa coMo laport ... tl;r troa cOila14eraUoa ot the larp J'rmch popalaUoa 
ot tM Doala1oa. l'lll'thoraoro, the l!r1Uoh era TIJ'7 coaoc1ouo ot tho tact that tbe;r 
ort rtiDD1D« $600,000,000 lleh1D4 010 their aanU&l accouat with c.au. .&Z1 oft1cor ot 
lb< C~~oadiaa Oonraaoat 1o ill Vaahlltgtoa, boWftr, ..,, Phillip a plallllo4 to -.P a 
rutMr aUnpt throqb h1a \o4a,;r to oTorco• tho obJocUoa ot the PrU.. lllalator . 

'l'ha Secretary' a proao otate .. at ot to4a,;r wao 41ocuoao4. J.t hh proao co,.. 
•erenoo tba Socrotar;r ha4 aa4e the poillt that he wa a apillot aa;r lo& to Onat 
ilrltain vhlch T1olato4 ena the opirU ot tu Johuoa J.ot; tvthoraore, the llr1Uoh 
bad aot rot ulte4 tor &7 lou. Ph1111po aa14 that he 11 aow 4atWtol;r aa~ tor 
fballciol aoohtaaoo. !he Secretar;r roplio4 that while he ha4 cono11teDU;r lleea 
oppou4 to laa41D« tua4e to Groat Brhaill 1D. oircruotacoo ncb aa eldot at proaoat, 
ha voul4 faTor llllldDc a ptt ot ncb aaoht&co. Ia hia rolaUoao with. tloo proao 
an4 rlth hla ooll-.cuo 1a tho Oo.....--t the S.oretar;r baa pvpoaol;r takea the 
pooH1on of P"•hia& the llrUioh ao ter aa poooible. !hat 11, he -1&4 it to be ..,..,.,.,. 
tl:at ho vao oalll.Dc "QPOI. tha to po.t forth their Ilea\ ettorh aa4 waa "-41Dc troa 
1M& o frak aa4 t'oll axproooloa ot their tillaaclal a4 eooaoaic oinaUoa. h l.o 
lha Socrotar;r1 o Til¥ that hio plaa of pUlac aoo11Uacl tor Qrea\ llrl\a1D CaD beat 
1>o ach1no4 throqb thio lfPPI'oach, &4 u h turetore po.ohiac U. l'h1lllpo aolte4 
1t ha oolll4 cable thio 14&& to hio ao.e..-t. !ba "cretar;r ropl1e4 ill the aepUn, 
alatlO« that thio waa Jut hie ow poreoul fMlillc. 

l'h1ll1po1 atUt....U -·to cUace r_..Jtabl;r aa the CODftrMtiOD clnelopo4. 
l!a att1rao4 bio 4eolro to let uo han enr:rthille, ooaa14erlac tbe poolUoa Which tbl 
Sec .. tu;r boa \U:111. !ho leoretar;r waa .ulh .,autle4 onr thio oODTaroatloa, teellac 
that ho ~ 11a4e acre pro.,eu 1a the t1tteaa ainteo 4r1n boM, than he ha4 .... 
•1nco Ph1Ulpo' arri.Tal 1a the 1Jalh4 Statu. 

!he S.crotar;r talke4 'llriotl;r with Phillipo oa the quoUoa which 1a to co• 
bato•o our Gr01q> to110rrow aoralJoc, ..-l;r, that ot Mrloatlac lriUoh--4 J.aoricaa 
"-1Uoa 1a thio ooutr;r. It 1a tloo leorotar:r'• uaire tllat thlo qaeot1oa ohcnalt 

cou late thoro11CbJ.;r with 01ftor4 u4 tbl JrUhh hroqbt to real1u the aaceaoU;r 
,f tha •oat ett1o1eat e;reha poooi)le tor OCTJiac od the Mrloatlac ot IOII1.Ch Nevi Ue 
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HSM 

StcrEtary of Statt , 

'Vash1ngton. 

GRAY 

BucharESt 

DatEd l.lEC£1\bE r 12 1 1940 

Rtc 1 d 7:42 a. m., 13th 

80:i, DECEC>btr 12, 5 P • ::1 . 

/ 

209 

An official of thE Minis try of !Ia tional Economy 

calltd at thE LEgation rtctntly to discuss thE quEs tion 

of thE pEriod of validity of '.b'litEd StatEe TrEasury 

lictnsEs fo r thE unbloolting of Rl.nanian funds . HE 

statEd that thE UnitEd Statts Trtaaury had h i thtrto 

followEd a policy of l1J:1i ting l icEnsES to a vali<lity 

of only a f£\Y days usually flvt days ; that Rt.Danian 

bud;;Etary lEgislation rtqu1rtd that all payornts b t 

aj};,> rovtd for stparatt organizations including tht 

lo\Ut1s tr"; of Finane£ 1 tht lolinia try of National Econ01:1y 

and tht National Bank ; and that this proctss was 

inEVitably t1nE-CO!lSI.t:ling and d11'ficul t to EXp E<li t£ 

EspEcially in viEw of tht rtctnt rEorganization of tht 

~1anian Govt~tnt. HE inquirtd whEthEr thE LEgation 

could rECODLl t nd that thE Unittd Statts Treasury if it 

dtc1dEd to issuE a ;>nrticulo.r l icmat a t nil , could not 

o ak£ 

Regraded Unclassified



.. 
• • 

c ... 
< ) 
!.. • . 
r 
o · 

.. .. 

t ,.., 
" .. 
... 
:I 

~ 

a. 

'='0 --

h80 - 2- No • 806, DEcEnb£r 1 2 , 5 P• ~lo, frcn BucbllrEat 

::takE 1t val id f'or a longEr pEriod such as twrnty daya . 

WhilE thE official in qutet1or. wo.s i nfon:•Ed that 

thE lbxlanian LEgation at Washington was thE propEr 

channEl for such a rEquEs t , I ac br1n81ng thE forEgoing 

to thE Crpari::!En t's at t rnt i on f o r s uch action, if an)', 

tha t 1 t .:ay SE E fit to takE• 

GUNTHER 

DOH 

Regraded Unclassified



TREASURY DEPARTMENT 2U 

To S.cre\&17 llorpntha>l 

CONriDENTIAL r!OON llr, Cochr&D 

~1totered otorU~~g tra.naactiona of tho roportliiC ba.nQ were &a foUow11 

Sold to eoamerei&l concorna ••• •••••••••••• ~ ?1, 000 
Purehuod fro:o C-rci&l COIICII'U, ,.,,,, ·"34, 000 

J.'co>ut 1.93, 000 of tho r.chtered otorll~~& )lQJ'chuo4 f ro!l e-rcl&l cOil<OOI'U rop­
rllentod diYldlnd ~nta rocelftd liT AMriC&D fine. 

In tho opiD 8&l'loot, otorlliiC waa acaln quoto4 at 4.03-3/4 thrQU&hout u.. dlir• 
tr&~~~actlool or the roportillg ba.nb nro u foll•a: 

Sold to cOROerelel eoncerna •••..•••••.•••• 1. 5,000 
Purchuod froa c .... r ciel conctr!ll •••• ••. • ~ 5,000 

J.a !or t bo o ther curreno1ea , thoro waa a contiwod i apron111nt 
dollar &Dd Cuban pliO di1counta. ClotiiiC quot.t1oo1 were: 

C&nadl.a.n doll&r 
Swlaa fr&nc 
Swedlah lerona 
bici>a.yrk 
Lira 

13-l/~ dl1count 
. 3321 
.2385 
. 4005 
.0505 

Argentine pliO (frH) .2363 
Brasillan ailroi1 (frle) . 0605 
llo:lie&D p110 • 3070 
Cub&D p~ao ._l/4'/o di1cowot 

!be )'U&II in Sbenpi wu acaill uclwlged &t &-15/16/. 

lo ):W'chuod $SO,U8,000 ill COld tr .. tho ....,.lood accOIIJlt of Bia Britaaaio llaJ••tJ'• Oo\'8r111111lt. 

No DOW COld o-..ce .. nto wore reported to Ul to'-F• 

'!'he lloa~ COld price WU unoha.nco4 at the O'IUi<ralont of $33,83, &Dd l ilftl' W&l 
*&~ b1gber at the O'IUlTeloat of 42.8?jl. 

In Londoa , the pr1ceo fl.xad f o r apot aDCt f oreard oll"r •ro bo~h 1111cba.npd, at 
'la-?/84 &Dd ~13/lU rllplcU"lT• !be 4Dllar O'IUhalonto " '" 41.1541 and 41.42jl. 

l!aD4J &Dd lla:noaa' a eet\1-nt 'DI'ico f or foro leD o1l"r waa I!Dchoapd at M-3/41• 
'lha TrtaaUJY' • ]lllJ'Cb&le price for foro leD ,u ... r we al.eo I!DcboaC"d at 36#· 

• Regraded Unclassified



fo •.SO tour purcbaeoo of oUnr to\&ll.ac 2:2&, 000 0\111001 U.S.r tn. SUl'n 
l\orCbaiO .l.c t. Of tb1o _,, 175,000 -" roJIHooatod l&loo troa laftatory , 
aA4 t i>O ro•ID1GC 60, 000 OWICOI COI181oto4 Of Dft pro<lw:UoD froa foro~.«D cOWitrloo, 
tor toroord 4olll'l'7• 

'lllo Fe4or~ llooorl'l llo.DI<'o report of Docowl>or •· liOUJIC do:pooito of bub 
In Aoa with tho 1/ew York acencleo of Jape.ueo baDko, ahowt4 that ouch dopodto 
totaled $100,4~~ . 000 , a doc11Jlo of $10 , 34!1,000 11- llol'lal>or 27. .U uu.l, 
near!J' all of t ho chan&• 1n de:poo1to took place on t ho boob ot tho Tokobau 
spoclo Bank'• Now York ~ney. Tho lattor'o reported dollar llablliUoo to and 
toller clalma on Japanooo 'baDlc8 ·1o .ldo otood ao followo on Doco•l>or 4: 

LablliUu: Dopoolto .. .................. ..... ..... . 
• 1 U.S. Trooo. b1Uo, c..-. ~per, otc ••••• 30, 426,000 

CLa!ao 1 Loaoo ........ ........... ............... . $37 , 566, 000 .,391,000 
• 1 Otbor - alaq .Top. laport b1Uo •••••••• 18,429,000 • • • 783, 000 

It will bo oboornd that $4,391, 000 of t bo .S.cli.M 1D dopooito ,.~.,~~ .. ro uod 
to rodueo loano. llo 4of1D1to txplaD&Uon woo prDl'l414 for tho other $5,733,000 
w!lhdrazrn fro;:: dopoo1t , althOOJ&b tho ~ney ototd that t h 1o rop-eoet~tod oru......,. 
d!ol:uruunu fro11 sonro1 branch accounto. Such tundo II!Q' bal'O boon uod 1D t ho 
JIW'cluoot of .t.urlcan coodo, or tranoforrod t o othor baDko lu th1o cOUDt'7 or abroo.4. 
Rosardinc tho $4,783 ,000 not pll'cbaoo of Japanoeo laport billa, tho ~Dey ...,. 
sl'ed that theao were boucM for Ito own occount, an4 that .lolat1c dopoolto wo.ro 
not uaed in tho oporot1ou. lllth tho oxcoptlon of $36,925 ,000 which Japanooo biUill:o 
lc China had on dopoolt w1tb tho To- ace•CT (off $1, 048 , 000 !roe !IOTOmbor 27). 
!>f&ctlenl~ all of tho aceney'o fi.«Drto lhOWD In tho abOTO table rotor to Japanuo 
boW In Japan and llanchurla. !ho aceoey'o forotp ourroney 11abll1Uoe and olai.Mo 
rualned nocllc lb1o. 

l e hal'O ~.o 1oaruod, rr ... tho locl.tr&l1 o 1ottor of Docoabor 5 to tho Socrotarr 
roportlliC Ito 1n•naU&at1oc of tho Toll:obaaa aceDCJ' 1 accOWlto, tbot at tho proeoat 
tloo tho OCODCT holdo no .laorlcan 1oll&'"tora oocuriUu for forolsn accOUDt. lwlh 
boldiJico, cono1otl.ac aalaq o! u.s. !roooUI'l' hondo bal4 for accoUDt of tho hood 
offlco , rooo to a T&luo of $66.& aU11ou ~ tho oDd of 1939. !ho o!1tlro _, -
beto llquldotod o~ tlloa, tho bulll: ot tho WU baTlGC bolD - clllriDc tbo ~~ 
fin IIODiho, 

CONFIDENTIAL 
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~~~r~ f!~~fgfjf Ktf ~ iffl{li!lilt 1 3~~ 
lE, (f ~fjfif~~~ fi£~ lg~!l::~l !t~ !bl~ 

1 a 
1: 

~~ i ~[~ ,,~~ -~n ~Ef~r~~ ~ 
--~~fJ ~ :~r •r~ ~~~~ 'iolri~~~~ ! ~t ~~~­
r~~a o ~.p::rpl ~fu! ·ffll~[!t ~'E! fi~i£ ~ f 

r~if laial~!l~'afli ~~i~! 
•• ·f ~ •• H~:iif !W ~~;!Uiirf•!t. Ulfi 

J~t~~! 'tiiii~liJ li!l !;i~li~;~!!!;t I!~!! ¢ 
r~a· :Oil~i~ll~ ~Ji~: ~lf&l,:f!~i:iu ~·~)i 0 

til~ ~!~f f ~f ftt' fclr1 8 fl~1 ~~~~ ~l~!i 
lc!hbl i~1J ftli!riiU::l -'it .. a-~ f( g ~~ - s.£ ilii"'!i~ ;a. l 

rlcf i t 'rre~ i~~fsfr P 

fJ~lJ rlillf!l, J~l· ft~t[~J~'iill i 

i 

0 

~ ~ 
ll ,. 

0 U) ... c 
:!1 :u 
~ -< 
0 0 
~ Ill 

~ -: 
z :u n -t . ~ 
:I Ill 
~ z 

-f 

~ 
~ 

Regraded Unclassified



I ubd Ill'. 8'- U lie Ulao•"" 1\ -.14 lie ~ tw U. 
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110t tll1.lll< tb1a .. -MZ'T U \lie i.Dt-Uoa bol .......... ot tile 
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TREASURY DEPARTMENT 215 

INTO 01'1'1CK COMMUNICATION 

DATil D1 W 12, 1~. 

1. B.~. lr. 
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( IXJIFIDIIITUL) 

c 
0 
p 
t 7 11.0 p.a. 

'l'be President called - awhile aso , and I told hill that w 

htl4 beon aeked bT the state De~t to prepo.re ..,..thine tar tt.,. 

Pi ttlll&n oo the Neut:'&lit;r Bill. 

lie felt tbo.t the conaider&tion tell into two 111ttere1 

One, wbethar the credit cl.au.ae in tbe oaah-<!Dd ~plan­

UDder coneider&tion wu oontre.r;r with tbe Johnaon Act, and that w in 

the treaaur;r fel t thet, and were of the n.w that, the oppoeite •• the 

tact. Particularl;r in n.w ot a ~ in the 'frwllltl'T' a filea ot 

a conference in -r office in 1934 at wbioh Senator Jobnaon was preaent. 

l!hen we ha4 asked the Senatar the apeoitio question relatin to ah~ 

term oredite, the Senatar ha4 annered that the el1ainat1on of ah~tara 

credits had not been considered part of the purpose of hia Bill. 

'l'lw Pr .. idct aeid, •!!oat• 1 '110114a'Ml Tb&t1 a tinel0 

And tba ..oond part, with ret- to the quat1ao of tbe 

exteoa1on ot 90-da;r oredite, I felt that the Preeident '*'"''"n't 4o 

~ to urce it. !!oat tbe 'tlbola hietor;r wu tbet it ha4 bee 

introc!uced in tbe Howse tar the d1rect purpo" to reetrict the ~ 

ot the Preaideot u to the a:t;euicll ot uq IIUCb oredite, and tb&t w 

in the TM&aur;r felt that the Preeid..t ebcNl4 lat the preasure -

f'rooa out aide Clll thie. 

'l'lw Preaident a14, •I aa in coepl.ate acre-at with JOU, .-
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Ho pn .. the illpl .. aiOD t.bat M 1IIIUl4 lJloe to - thie l.JiolDdecl. 

•So would I•, .U.S the l'Haidct, •bat I aa DOt col.nc to c1o &D;Ft~Wac 

about it. the l'Halll:l;H wUl lwn to - troa o~.• 

So aebd • to 101111 Clftl' to h1a tlw --...t., ud the __ ..,.._ 

emU.. ooat- 1D _, otfi.oo1 ud 'llldh lw cU.dD1t toll • eo 1D 10 ~ 

warda, I cot tho l.llproaeiOD that be wUl - tu.t it 1& ..t ud pta to 
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Ooiobw l , 19)9 

Re I Crtditfl to !e)l 1 grey 

S.Ot1oa 7 or tho S.u.t. MUtralit:r b1ll relatei to r1u.Do1al 

tran~~aotiona wi tb bel.l.1preote. It oont111uea the uiotl.nc prorlaiou 

or tho 111utrallt:r statute wlrl.oh prohibita the MldDc or 1- ad 

crec11 ta to belllpreDte aDd periiODII aot111e 011 their beball. It 11 

aJ..eo to be noted thet the eadotl.nc l~Wtrallt;r law autborisea the 

Prntd111t, wlwn bo rinda it 111 the 111tarewt or the 111l1t.d Statee, to 

exnpt t'r011 tbia pll"'b1b1t1on "ord111ar:r oo...-.:~1&1 oredite aDd abart.­

ton obl1pt1ona 111 aid or legal trlllaactiou &D4 or a character 

cuatoCW"U:r uaad 111 nor-1 peacetime •-roial tr&Daot1ona. • The 

Senate Co.J.tt.e apparentq relt that the uiatl.nc provision could 

ba atrccthanad, without aaori!icl.nc beri- interests, bJ l11it111c 

the diaoretioa or the Preau.t 1114 bJ ooa!1111.nc to a .,... l11it.d 

catecor:r tbe pend.eeible ,.,.... ot ebort-tc. oc rcial oredite. 

218 

Accord1DclJ, the SeDate b1ll prooridee that (1) the abort-tc. cc cial 

credlt o ~ 110t lie tor a period.,... t.baa 90 dqa without ..-l.J 

(U) 1t 1117 beJ.l1pNot or ~ act1111 r .. a ~t default. 

011 1117 8IICh 90-.tq oredit, DO - 1al oredit ., be a:tndadJ 

&lid (111) \be Prew14eDt rwport to Claapoeu "W'f a1z ..tl>a hll 111-

rol'1111Lt1on •• to -.oh -.1&1 oredit wlrl.oh M.l tal 'boa pc'111tt.d. 
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.. utr-lltJ la -ua-o~ at.. ~. 19)6, - tllat tlla aaq 

•IMIDP• wbioh toM S..te 'bU1 .U.a 1a tlla a11U., la ...., 1a t11a 

cl1rtot1"" ot ad<U.u...l reltrioUou Oil tlla Prea14eaUal. cli.-Uoo 

u bll ben ........ that tha ~ 1a • pn-t bill 

rolaUDc to ehort-tera oc • c1al. creclite to bel.lipNDte 11 ~ 

nth the J'olmlon .&c1; ot 1934, a4 11 tlla Of 1 "' w4p tar tlla poat.1ac 

ot ~ to be~. I th1al< tllat .., ep.S•Uoo ot tb. hilltarJ 

ot the Jolmlon Act aDd tb. ltutrallt)- Act rill ehow U.... ol!e c• 

to ~ efo'CD!ed. 

J••e•• w 
'the Johlllon Act prort4ed 1a pll"t u ton-a 

•!bat hare&tter it aiiiJJ. be~ witlda 
the lidte4 statea ar l'llT plaAte nbJeot to tb. 
Jarilclio\ioo or t11a lidt.t ftatel tor l'llT ,.._ 
to par b=• ar ..U th= ~ • ...-tUM, ar otMr 
oblipU0111 ot, ffllT t~ pow tar poUUMl 
nbclirlaioa tMnot ar l'llT arpA!a\ioo or uiOOiiU. 
IOUDc tar _. • Wt ot a fanip pow \ ,.. 
poUUMl nldirlaioa u..not, s-.4 an. th= ,. ••• 
ot tha ""· ... to -- .., ~ to .... r-s,a 
ao•w '· pollu.-1 ....U.Yldoa, we '•U., -
uiOOiiU., -• a z...-1 w ~-"' t of llld.lt.1al 
S=1nt ' •• W:Ua .... ··= .. ,.UUMl ... 
cli'lidaa, ~. w aanlda\tlao u 1a ..._ .. , 
ta u. s=; ' of t.u ..,,..,._,, • .., ,.n e a~, 
to ea ... t of .. MW 8t&tae. * • *•1 

lleta • r.. ... an. e. 1 ... • of e. ,.._an • 
..._ ot '"b·- - a1 •tat.~~~~ e. SftiaJIU...._ ot *' 
netut.. a. .1t1ft1 :ttl, 19)4, a rwau - 1111111 at .. ••a: 
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Do~nt attelld.t b7 SeDater .roa..o.., the lt~ GeaceJ., the 

Secre tarY ot Stat&, the Secretary ot the 'f.reu\lr7 &114 a n.bc fd 

other ottioiale of the State, 'f.reulll7 &114 l•t1oe ~ta. 

DurinB tho ooGtorenco, S.G&tor .Jo=- wu &lbd 1t be tho\llht that 

tho atatuta appllod to aucb en%7~ oo..ro1al ine~nte u t1ae • 

dratte , bankore' aocoptlu>cea, etc . Sell&tor .Jom..o .. atatacl that he cU.4 

not thl.Dk that tho statute could be interpretacl 1.n azq 1110b -.moor 

&lid that it wu not the 1.nt.Dtioa ot the otatute to interfere 1.n azq 

wq witb ordinar7 co..rc1Al trallactiotUO. It &leo appeerecl to bne 

bon U.. win ot the perticipanta 1.n the contorenoo, 1.nclU<IJ.n& S....tar 

Jolmaon, that tho .Jolmaon let cU.4 110t a~ to t1ae dratta , acceptancea, 

eto, , ollll)lo)'od 1.n connection with ord1.nar7 oomercial trenaactiona. 

A 110morand11111 ot the ccntorence ie 1.n the 'l'reaaury llepartMnt' a fUeo. 

A oow of tho JDeDOrand~a ie attached. 

pross rel .... t 

"l!lllqul.riea ~w. ... been ..-inc! at the n.p.n.nt <d 
State U to wba\Mr the Jot of eoapo.ae apptond jpr1l 
l), 19.34, to prohibit fiMDo1Al tr&Daot101U1 with toreip 
co...rn.nta 1.n clatault oa t11e1r oblipU.... to tho 
lhitacl Statae, appliM to ord1Mr7 oo •o1AJ. 'ac~ 
or tU. clratte,' ncb u are.- by toreip ptWJ-te 
to tiMDoe the o.....,t "'l...u-w of tbo1r 0 ••1• 
&114 ooaaulatae 1.n tho 11D1tacl lliatae. 

"!be n.p.n.nt of lliata Ulll the lttoi'Dq OeD8l'8l 
ore 1.n •• •t that nab inatt u 4o 110t -nitute 
' cbllptioae • wi thia 'tl.. pun1ew of the .t.ot. 

"Certain othllr q11Htioae tbat ba"ft been prNatacl 
recarcl1.nc \be 1.Jiterpret&U. <d the Jot are ...._. -­
·~uoa. • 
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rroa the Seoret&J7 ot State, J:W>dered ea opl.niOil oe a n~ ot q,...u ..... 

relatlDC to tbe l obD8oll .lot, wb1oh opiAioe etaW ill put ae toU.....t 

• t (2) To wb&t VJ>e• ot U&Daotiona doee the 
.t.ot appl7t ' 

"'l'lle c-ittae Beporte (s. Rept. 20 t.Dd Bo1111e Bept. 974, 
'nd c.ma.) recite tbet tbe bill ..... illt.roduced toJ..lowill& ea 
1DTeatipt1on b7 tbe Senate c-ittae on P'illeaoe t.Dd tbe 
rnelatiCID tha...U. tbet 'bUllona or doll.an ot aeouritiN 
* * * ottered tor aala to tbe .&Mrioea peopla' were Clftrd,.. 
and UDpaidJ that ac.e ot tbMe •toreip boDda t.Dd obl1pt1oaa 
* * * were aold b7 tbe .lllerioea tillaDc1era to .a out­
rqeoud7 h1&h profit.' J t.Dd etaW a parpoee •to prefttl\ 
a reoDZTeDCe ot the practioea wb1ch were aboeD b7 the 
illnatiption to be little le .. thaD a tralld llpOD the 
.&Mrioea people * * * to curb the rapac11;T ot t11oee eJI&IIP(I 
1A the Ml• ot toreip obllptiODII * * *· • 

0 Tb1e, I tb1nt, ia 1Ddicat1n ot a pu:rpoae to deal. 
with aueh ·~· &lid •aeouriti .. • aDd with 'other 
obliptiona' ot l1.ke nature, obeeniDc the l'llle ot 
''utdea qparia - tb&t ie , obllaatiooa euch a.a those which 
bad been sold to the .&Mrioea public to reiaa 110fl81 Cor 
the 1111e ot tbe toreip gonrDMDta iaaui.JI.g tl.- - not 
oonte.platiAg toreip cnrreDCJ, poe tal 110De7 orders, 
dratta , checte and otber ord1At.17 aida to '-nlr1 ng aDd 
c-rc1a1 traDeaot1CIIl8, ab1oh are ' obllptiona' 1A a 
broad aeDH but not 1A tbe eaue intended. It -. 
obrtoual.7 DOt the pvpoee ot tbe COII(reae to dieOODtilrGa 
all -rc1a1 relat1CIIl8 with tbe dataulting coUDtriaa.• 

••• •• 
., (4) Doee the .let applT to ~ or tiM 

drattaf' 

"!!Iia q_ti.., appears to be euttioieatl;r ~ 
b7 tbe c Dta iDler Ql»et101l l o. 2, ..... n appears 
proper to add, honftr, tbet auoh ~ ..... .-\ be 
OODduotad 1A good taith, 1D order to be within the law, 
aDd not u •re eubtertuc .. to o1~Dt ita Jl'll'POIM•" 

In other worde, the .t.ttorne:r a.a.ral. towod tbet while the 

Jobuca .t.ot prob1b1ted the we ot 'bolode aDd eenritiM or -triae 

• 
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1o datault it did DOt prohibit \boea ol'IUDaz7 ebon-w .. -roial 

crodU deYicee Cllll~ aHd ill illteru.u-1 tnde. '!'be ctire 

text of t.be opillicm ot t.be .1.\tonlq Oceral -. quoted ill a State 

DoparlMDt pl'eN ralMM dated llq 5, 19)4 wld.oll aleo illcladed t.be 

atateact tbet t.be State DepartMDt OCIIICQ1"1'ed ill t.be Attoraq OeDeral.•e 

intarpretaticm of tbe .Tobucm .lot. 11Dqa.at101111b4' tbla. opizl1011 '-a 

been relied 1lpCIIl bJ .1Mr1ou ba.iiiNe illtareeta 1D t.beir -roial 

tl'lllll&oticme with clataultiD& -triN IID4 pen..,. em t.beir 'bobalt. 

111 t.be light of tbla b&cq:rolllld &lid at tbla leta deta, t.be .JoiiDacm 

Act abould DOt ba coutra.d u .u1J11 Ulepl ebort-tlm credit 

tl'llllllct10118 with dataultill& IOft-tl raletill& to ot.berwiae pe:r­

aiaaible trade alld -rcl.al. tnDaacti ..... 

!RfT!ti,m g 

h Fabzoa17, 19)6, Caa~rN• ill __ .,u.,.., t.be ~ u1atill& 

Jeutrali t;r .lot illcl...sad tbe fol.l.ootiD& proYie.14lu 

•SIIIC. 11. 'lllaeftr the Praeidct eball baw 
1Na.d ble proolaatioe u pro'l14ed tor ill eMtioe 1 
ot tll1e .lot, 1 t •ball ~ dlll'iac the period ot 
tile ar ba 1alawhl tor UT pencm wit.bla the Uoited 
Stat.. to parobUa, aell, or e:znh"ll• J?otlde, eecuritiu, 
or otllar obl1pt101111 ot the IOft-t ot UT balUprct 
oo~atz7, or ot UT politic.l. nbcliYieicm thanot, or ot 
UT penoe aot1ac tor or cm ballalt ot nail..,...~, 
1aued attar Ule dat.e ot -"* ~\loD, or to ...,. 
UT ~or ut.eM ar oredlt to ar •• ..,...-t 
or r • ' bdWe pat. U till !nc'dnt •trP'1 D" 
...... M"n r!11 em te wptest."" ='''. 
g»p• iatei'Mt4 gf u. MW ttaW v 1M •t1W1 !r 
M m, if "" flrn!'r pi te .. pt«t ep4 • : 
•W nc:lct1" M Ill w Ml' ,.u., ..,... tw. Ml 
=mtJ·" w· ret~·'"''"" m·r,..u.M .,. •' r--tse .,,,, "e!d pf ,_, '" ,_ 
p4 p( I nb'"f1n ast=:UJ ' f it y=l ==-
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$1M mt•1 tm·d'w·• 
lt w1ll be DOted tbat tbU pi'OYUiaa, Wbl.ob bu bees tba law U.. 

rebruarr, 1936, apeoit1oell,J' aatborbed tile Pzoeaidat to pest a~~on­

wra orclill&l'T -l'C1al 1-. to bell1proau aD4 penou aot1Jic oa 

tbeir bebalt. !M .S.ba\11 iA Cc>acn•• ~ DO t..U..C tbat t.ld.e 

prorteion ae 1•-•'•tnt or 1a ooatUot w1 til tile pl'091aiaae ot tile 

loi:JU.., Aot. !M wt. .. ot ea.cz- ae qal.te tile -uar,, !M ao- • 

"* • • It i.e tile law- ...S.r tile l oam.aa Aot 
tbat it b ..u.tul to ..U. ~. eMIIIiU•, oto., 
1D t.ld.e oo•tq ot uq toraip -tq tbat i.e 1a 
4ateW.t ot 1\11 ~to tile Qd.W ltatee. 
!bis OOftn -t ot tile cz-ter pOllen 1D ........... 
Th1a eeoUaa, ..,... .. , coe• INob turtbal' aD4 ..-. 
1t lllll.awhl, u baton etaw, to all bel.llprat 
oo~mtr1ee. ..,., t11an ie a pl'09ia1aa 1a t.ld.s soou ... 
tbat 1t tile Prea14at eball t1JMl tbat Rob aot1cm 
w1ll Ml'ft to pro~ tile ~ or otber iater.\11 
ot tile Qd.W ltatae or 1\11 •t1cme,., be ~. iA 111e 
41eonUoa, ud to nail a\llat _. ...s.r POll ....,alaUoa 
u be ~ pnMrllle, -.to ,_ tile operatia ot 
t.ld.s ..t1CID cmi1Ml7 -mal aeoU.\11 aD4 .-zt..U.. 
obllpUou 1D aU ot 1epl. ~ Uld ot a 
obaraotar owlmert~ wed 1a ~ .,....U.. • M1al 
traaMoUou. !IINit i.e alN aMtb&r prow1e10D tbat 
tiiU .vtioa c1ooe DCJt ~ to r~ or adJwl \ 
ot ~ Wbl.ob ~ Gin OD tile date ot tba 
~\'• Jll'OIIl-tla. !M ~ 41eaet1oa ct­
tba ,.... • ' ...s.r tiiU -u· 1e 1a ...r.- to 
..... aeoU.\11 .... 1a-' ,.. I'• ~--­aoUou.• 

B7 apeo1t1oell,J' prolllld.t.bl Sa tM Is kalltr Aot \be rt d• f/6 

1&11l cncl1t• (Wbl.ob-* do-' ....... Sa \be loluOD An) OucnAo 

1a ~- ot tba papllll f/6 u. .... 1ttr An, ~ 1a' « • 

~. to pnldlll\ - 3 "' ' -

,. 
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Pr esident found thAt the making of aucb abort-term co=oerciel credits 

to belliaerenta '"'a 1n tbe public interest, in which event, such credits 

would be l.awtul. 

llo change wall ude 1n tbia provision of the Neutrality Act when 

tho Noutrallt;y Act -• otherwise ueodecl in 19)7. 11bon the neutrallt, 

lepal&t ion W&l conaidere<l in the iloUOB Of RepreaontatiTBS last J~, 

it na propoeed to cireumscrlbe fUrther t he Preoident ' a power to 

permit abort-term co::mtercial credits to belll&erente by Uml.ting such 

credit s t o 90 d.a,fs without reneW&!, and requirin& the President to 

Ule.ko periodic reports to Congress of ouch trnnoactions. These 

lUdtetiona on the power &iven to the President by the exist.il>& 

stat utory provision are included in the Senate bill, and in addition 

the Senate bill prohibita further 90-dq credits it a belll&erent 

de faults on prinr 90-dq credits &inn to it. 

Origl.nal. and l copy taken to llhite Rouse by rolq 8.;)0 p .... 
l copy oent to Seoretecy by Bernstein 
l copy to Attorney General at Waahi.ngton Hotel bT Shelley (returnee! 

approved and ori&inal l'Uil given to Attornay General.) 
1 copy to Viner 
l copy to Bell 
l copy to Coobran 
l copy to Bernstein 
l copy to Peble 
l copy to l'olq 

llaiUe returnecl copy attar r.-dhc it. 
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Secretal'1 ot the orr-.1117 

M.r. tolq 

Octollin' 2, 1939 

.U ;rou ~~:Door, we h&n rul..s th&t ,..itller tile .Jollllaoa Act, 

DOr t.he prorl&1cu ot tile 11e11tn1i V .let zU& t1A& to tbe .u:1.J11 

o! lo&u &Dd tile extcaiao ot cred.it to bel.l.ic-r.t. _tn .. , 

a~ to tile GoYe~ or uq aceaq tllereot. !be .lttoJ'IIq 

Gon>erel baa CCilcurr.d in tb1a n.w. llothlDc 1D tile leaU'aliv 

BUl, which baa been reported out ill tile S.aato, nec .. aitotee 

a cbani• or tbie ~ew. 

(lDit1al.ed) 1. B. r., .Jr • 

• 
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tOI S.CZO.tar)' llorpDtbau 

rrca• ~~our•. rute and ro1q 

s-tar laiJle:r 1Dqu1red bT teap~~oxw aa to the De~t• a poeiticG 
on Ta!'t'e ,..,..MDt to the •eut.ral1t7 Blll to llllit the ... ld.l1sation flmdta 
boldinB• ot the <Nl'NI>07 or 8IJ!1 bel.l1prent. to DO ..,... t11aa t!SO,ooo,ooo at 
a:rr ... tilte. 'lie feel thet the DepertooeDt aboGl4 !JI41oate to Seaator 1ll.cDar 
ita oppoaitioc to Tat't1a •wnl!eent tor tbe fol.l.ow1Jac ~· 

• 

226 

(1) 'llhm Ccmcre•• ut.eDded the atebllisaticG powmoa it •• f'llllT 
CODAOcioua ot tbe poaaibillt:r or pzoobabll1t:r or a ar 1n »orope. 
'lbeN 1a ac~ no IIHd at th1a U.. tor Ccmcre•• to ..­
ocmaider the pro~ and to llllit the atebllisatiCD pc~Wm'a. 

(2) Sea& tor Tat't questl.oDed the Seoretar:r a bout the u.ee or the 
"*"bllisatiCD tuDd 1n the • ....,t ot ar. 'lbe Seoretary aa1d tbot 
batore ha would u.ee the atebUisatioo tu:Dd to aeeiat us;r 
CCNDtr,. in proeeauti.D& that -.z' hi wouJ.ci COM up bat ...... the 
proper c~ttee and aak tor pidanoe. 'lbia procedure woulci 
penoit ll'e&te:r tlexibll1t:r tbau ratt•. pzoopoaal 1n de•l lng with 
an -rpno;r &ituatioll 1n which it ll1Cbt ba creatlJ 1n the 
1ntereata ot th1a oouat.r:r to purohaM the currenc:r of a be~ 
ent 1n UOimte create:r thall t!SO,ooo,ooo. B:r coi.D& to the _. 
gre .. 1oaa1 ~tteea the tl'ea11U7 o<Nld aaoe:rtein tha 't'1.en ot 
Concre•• withOilt tbe pu.h]J.oit:r and dalq iMQlnd 1n gatti.D& 
DeW ali&l&tiCD. 

(3) lf W clo not !J141oate oal' opposition to Tat'tl 8 1 I It, there 
1a u,_Hh<>od t.hat other ••'"'Mat• woal4 be otte:red prclsibiti.D& 
the •toblliaation tuDd t:r.. plll'<lhaai.D& us;r ~ currciGJ 
and 1n atteot IIDll.1.t'71D& 1 ta ..... dDr1D& the .... 

u ;rou. •It'll with 1:11• tarecoi.D&. •• ou 1in theM .,.,.... to s-tor 
fapr arall:t. 

(b1Ualed) .... r..rr • 
•. o.w. 

Al'I'MnD1 October 25, 19)9 

(Ipit:1elr') B.I ,Tr. 

• 

• 
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0 Tbe oriliD&1 COPT ..., pulled, fbe folloor111i note appeared 

p on ita •Please talk to M . B.II,Jr. • , and "'lldte lfouM•. 

J 

Oct. 301 1939 

S.cret.&r7 llorgentbt.u 

Yr. Fol07 

As I otated to 7011 in IV ...,l"&Ddua ot October 2 1 19391 it 1a our 
rlew, concurred in by the Atton1e7 Ge~~eral, that tbe Jolmaon Act &.ICI the 

provisions or the present neutrallt7 law rdat1ng to tbe ..all:1n& or loane 

and the extension or credit to belllgerent aovernments do not appl;r to thia 

Go.,.,ra::ent; or agenc1ea tbereot, 

The pending neutrallt;r bill conteine eiaUar liUlgl.lolle and it would 

have been appropriate to interpret it in a siaUar IIIIUUler but tor tbe atat&­

l>eDt c&de bJ Senator Pittu.n on the tloor ot tbe Senate late in the neni.nc 

on October 'r1 1 1939. Senator Pittllan 1Ddicated that be and t be other 

dra.tters ot the bill conetrua ita prorleions to prohihit tbe ID&ld.ng ot 

J.oau or the exteneion ot credit to belUgerent goVernments b7 gooernmental 

corporetiona, such u R. P. C. and tbe Export-Import Bank . A diocueaicn 

of thio !lllltter appears in tbe atteobed excerpt• troa tbe ConcrHe1oD&l 
Record. On October 17, 1939 , Senator B&rkle)' aaid on tbe noor ot tbe 

Senate that hia ofthand view na that the credit prorleiona or tbe pending 

hill applied u rigidl;r to the R. r. C. and arq other agency ot the Gonrn­

aent •• to arq printe pe~ in th1a CO\DitrT. 

&n.tor Pittaan ude tbe atetuante in queeticn notrlthatanding the 

tact that on October :n 1 tbe Senate voted down an .... ~nt introduced If' 

Senator 'l'at't, llbich ns deaiped to prohibit the Ml<1n& ot lo&na and the 

extenaion ot credit b7 tbe Government or qennies thereof. You w1ll note 

fro• the d1aousa1cn ot tbe Mtter which appears in the excerpt !Tom tbe 

CoQCreseional Record that Senator Georce pointed out that Senator PittMn' a 

eonstruction •covers prec1ael,y one or the aaerldMnta offered If' the db­

tingul.obed Senator troa Ohio, which na voted down bT tbio bod1 ,-eaterdq .• 

Unle .. Senator Pittan 0111 be perauoded. to toJ<. _... appropriate ac­

tion tbet 'IOuld nu1Ut,- tbe etteot ot tbb .te-..nt I u teart'lll tl&at • 

rill be unoble to bold that t1aa R. r . c. and tbe ll:port-~ Buk beft 

lepl &utborit;r UDder tbe --pervl1 nc lec1al&Uoa to ..a lo&na or tbe t;;n>e 

which beve been oo1111dered to en Uerican oorpol'Olt.icD aot1nc Oil bebelt ot 

boll.i&erent ,.,...,.....nte, coll.ateralioed If' Uericen •caritiea o-.l b7 
II\ICh belJ.iierenta. 

(Initill.ed) E. a. r. , Jr. 

JlPtBB:act, 10/2S/39 
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Coaamioaionar of Acco~at8 
& Deposita. 

Q9llllM!CE REI .TOI!!!MJ! BILL! 

&prU 28, 19.34. 

(Pii>llc llo. 151, 73rd <:oacr-as) 

!lie SeeretarJ of the 1'r ... "'7 called a cOil!....,...,. at 11 o'cl.oolt 
Friday, April 'Z7, 19.34, for the yorpose of con.idertnc ao• of the 
di!N.culties in interpret111c the prorta10118 or the 10-0811ed .rolm8oa 
Bill, 'Ohl.oh prohibita tbe flot8t10D ot 1oua in the llnited States b1 
go•el'DIIMlnts in default on their indebteclnese to the ll'lited States 
Government. 'l'bose preoent "re the Secretnrr ot the Treasury, the 
Attorney General of the lmited States , Se!l&tor .Tohnaon of Calltornia, 
lklder Secretary PhUlipe u4 Aasietant SeoretarJ lloore of the State 
Dep&rtMnt, llr. Hackworth, Solicitor or the State Department, 11r. 
lllc!M.n, Aaailtant Solicitor General, llr. Coolidge , llr. Olipba:nt, and 
l!r. Bell, of the tN&s"'7. Secrat&r7 Hull .,.. in at 11120. 

!lie Seeretary asked Se!l&tor .Tolmaon to outl.ine to the ..till& 
tM objectina llhich be had in ~ in presentine the bill to the Con.­
grua. 

Senator .rohnson .. nt into the history or tbe -•ure and stated 
thl.t as it was first introduced and paned the Senate more than a 7Mr 
aao, no had in mind definitely tbe protection ot the .&merican citizen 
l.n his purohsses of forei3n eecurities in the llnited States issu.d b1 
foreign governments which are in defa ult on ur;r ot their indebtedneaa 
to tl1e United States GcwernMnt or ita nationals. Ba stated .that be 
bod definiteJ.T in ~ at thet ta. the South Aaerioan gonruaente. Be 
atated that just attar the bill first paned the Senate, Senator Robt....on 
aalted that it be laid "" the table u4 reoonaidered. At a cO!U'.......,. • 
tnen hill and Senator RobinaOD at a later date , he &creed to tur-ther 
uenc!Mnts, attar llhich it ....., referred baok to the J'orei3n Relations 
Coaami ttee and was there uoomded to its present fora. He tbougbt aa the 
bill now stands , ita ea1n obj ective •s to preo1u:le the flotatiOD in tbia 
country of ur;r securitiea of those governmonta or ur;r aul>divisiona there­
or 'Ohl.ch are in default on their indebtedneaa to the thited Stataa Ocrtern.­
oont. 

'lila Secretn.rr asked h1a j1111t .mat be -t b1 tbe tara •detault" ....S 
did be baTe de!ini~ in~ inol'!ld.iDC tboae ~t8 which heft 
-.!e token ~te aa a reault or which the Preaident had stated that be 
did not consider tboae ~ts in detaultt 

Senator .Tobnaon &aid that it .a hia personal opinion that 1t the .. 
cover~~~~~nta did not ~ the tull ...,~at dua they were cert.ai.nlJ' in default 
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•• to thlt 11 1n11'1 "''seoe. ••sew, be r-''.., t.llat. thta .. 1.arpq 
., •de1niatratift att.r aDd tile Pr .. idet 'llllllc- tile powra CNDte4 l!r 
tho Conatitlltioo to baDdl.e !or.ip a!tairs, cartaJ.AlT 1w1 the alltlxlrlv 
to statio 'OMtller cr DDt a particular gowexuut aa in default oo ita 
1Ddebte<!Mas to tile United States CloYernMnt. Be did not th1Dk tbat 
tho act aa inteDded to diaturb tile action alr..q taken b7 tile Pr.aidet 
1n doelarinc thoae co-r-ta DDt in default. 

1'be Attonley General stated to tile Seuator tllet he tbo"'!bt tile 
President ' • pNTioua action aa quit& in :un. with his aut.boritT, bllt 
uked the Senator it be thought tile Pr.sident could taD e1al.l.ar action 
on ruture token pa,...nts in ruw c! the act. 

'!'he Senator stated that his personal opiDion • s that the President 
bad no authorit7 attar tlla paaaage or thia act to accept troa our debtors 
tokon ~nts and than consider thea not in default. 

'!be Sacretar:7 than aakad the Senator it he t bc,.bt the bill inol\llad 
such nel')'dq co...-oial tranaacticna as t1aa dratta and bankers • acceptanc<oe 
etc . '!'he Senator aaid be did DDt th1Dk it could ba interpreted in &D1 
such IOI.Illl8r and that it wu not t bo intention ot the bill to int<lr!era in 
any wa:r with ordinar7 co-roial tranaectiona. '!'he ctuastion was than raiaad 
..., to what wu aeant b7 tiM drafts, aeeeptancea , eto . llr. Coolidge ex­
plained an ordinary oo-.roial tranaaction with respect to the puroheaa or 
cotton in the ' lhited Stataa b7 the natioaal cr so• foreign gooaxwt -
that the ccncarn aall.1Jic tile oottOD ad.&bt draw a bill c! excbenp OD tile 
purebaaer, wlliob would ba boaozed in t111rt7 cla7a .ara cr lesa and that tb1a 

bill O! exc!J•np could ba eold OD ftrio,_ -· It waa the CCIICUII .. or 
opinion that a1111b a tranaactioo would not !all within tba prortaicu or tile 
act . 

'!'he Attorney General than uked the Senator it he tbo,.bt that a fair 

interpretation or the act as that it did not intend in &D1 w:r to 11ad.t 
tbe ordinar7 ~ 00-'>1&1 tranaaction, and tba Senator aaid that, 
cert.a1n17, as tile intarpretatiOD be would pllt oo it. 

llr. *..X..n
1 

AN1atilllt lloUc1tor o..r..l, U.. oelled attaatiOD to ' 
the tact tbat ~ ~ a ~ in to'--1 aid tbat tiM we .. _ 
tiona in t111a ~17 110uld .., 4ollbt in tile .,... .. ot baP'••• ..U tWr 
dn.tta aid ~ 1naw-te ot credit in thia oo...tr7. !lie llen&\or ..U 
thAt he did D<>t -..,. aaob t.l'uaotiona in e1.nd aid that tba 1iOrda ••a n•­
tiona or uaooiatiau" in the aot _.. DDt h1a ~· It -..4 to be 
tbe .... _,. or op1niaa that tile• tranactiCU would tall within a 
eial tr&uactioa end DDt w1 thin the JlrOrlaiooa or the Act. 

I 
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3. 

11r. Hackworth brought up tho quoot1ca that bad been presented to 
Mol jwst before be ca.M to the Tl'OAallr)', i . e., as to wbether the oper­
ati ons in coupons on Genoan bondo would tall within tho prOY14ions ot 
the act . He explained that coupons ta.UJ.nc dws on aaey ot the GerMD 
bonds were pll1d pe.rtly in caab and partly 111 scrip, and thst later tho 
scri p was purcbeaed by a bank in Genoaey which was 110ra or leas under 
tht auperr1aion ot the Raicbebanlt and tM a.r.nn GoYerna.1t. 

Senator .Tolmaon thought thst such a tranaact1on would c:lear}T 
tall with111 the tll<Ception 111 the act with roopect to ranewal or ad­
Juataent ot e.xiatinl 1ndebteclneu. 

llr. Coolidge &aid that be thOU&bt thet .... ..,. in wh1cb to 111-
torprot the act as to decide 'lUther or not azq ot the transa.cticae 
pasoed upon il>Yolved n.,. Alleriean 110118)' and the t thia should be a d-.­
cid1J>c ! actor, !hie aoued to be a crCied to b7 the Attorney General. and 
llr . Hackworth . 
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