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Supplemental eotinatea t o the budget - 5/3/40 . ••••....•.. 

~change market reeuad - 5/l/40, et cetore .••..•....•••.•••• 
Finland: 

Population in area ceded to Rllssia 110ving within ne-« 
boundaries of tbeir tatherlend: Report froa Al>eriCIUI 
Minister, Hala1nki- 5/l/40 ••.•••..•..•••••• .....•• ••• . 

261 

ll 

410 

413 

20 

27 

418 
1,226, 359 

Regraded Uclassified



- W - (Continued) 
Boot Page 

liar CoDcl1t10Da (Cont1.111led) 
Cold: 

llooaoo: Iaterutiona.l ll)'drocraphio Bu..-u iDqllirea 
OOilC81'11iDC poaa1billt7 of Ml'IMl'ldlll cold with 
r~eral Reserre Bank or Jew York- S/1/40 ••••••••• 2S9 

a) F~eral Reser,.. Bank or ... York oppoaed 
unleas Covernaent atroQily inaiata; pr1Yilege 
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Securities llarkets (Bigh-Grade): 
Current Developaenta: Haas ... orand\111 - S/2/40 ••.••• 

Strategic llaterials: 
s..,kelen Powder: l!l!Jr, at Indian Hoad, told that b;y 
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P~ta .t.cru-nct t.o be .ada by Brit.illh !re&1JUZ7 

with Japan - 5/2/40 •••••••••••••••••.•••..•....•.• 
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TREASURY DEPARTMENT 

~ Ol"''lCa COMMUNICATION 

DATa J(q 1, 19140. 

TO 

Mr. Cochrall 

CONFIDENTIAL 
!he oterl1ng rate weakened further duriac the aoralD« oeooion on roporto 

of O.ru.n IUCCeiOOO in Ionra;r, 'tNt durin& the aftC'1IOOn U deTeloped a 1111htlJ' 
finoer teDdeDQ7. !he openln& quotation wao 3.49-1/2. It •<>Yed dowmtard to a 
lov of } .118-5/8 Jut bet ore noon-ti... J. hlp of 3. 50-1/8 veo reached in the 
earl7 afternoon, tuld aterlia& clooed at 3.119-5/8. 

Saba ot opot oterli~~g b7 the o!.x reportin« benko totaled I. 384,000, fl"'CC 
the f ollowing oourceo: 

:111 coaerciel coDCerna ....................................... I. 181,000 
!7 foreign banks (Europe tuld 7ar Eaat) •.............. .. ..... 

'rotal •••..• 

Purchaoaa of opot otarling amount to I. 523,000, eo indicated below: 

!7 coaerelal concern e ............................... .... .... I. ~'"'·UI."' 
:111 forolgn banlca. (im·ope and Far Eaot) ............ .......... ·~~~~ 

'l'otal ... .. 

!he Irnng Truet Compaey reported that it had aold cotton bUll totaling 
I. 3 ,000 to the Br1 tllh Control on t he baaio of the officlal rata of 4.02-1/2. 

The Cluarant7 i'ruet Col:!pall7 reported that 1t had purchaeed I. 5,000 for for­
var4 delh1r7 froa the Br1t11h Control at 4.0}-l/2. !l'he t'wldo vlll be naed to 
pa7 for eh1p.enh of rubber. 

file belp decl1ned todq to a lov or .1682-1/2 at the clooe. 

!he other t.portant cnrrenc1ao cloeed ao follovo: 

Frenoh franco 
Ou.ildero 
Moo franco 
Canadian do11aro 

.0198-3/8 

.5309-1/2 

.2242-1/2 
15-1/~ dioconnt 

!he 7ederal ReoerTe lluk ot Jrev York purchaoed 2 ,000 ,000 7ranch franco 
for account of the Ro7al l!aD1c of the J:lngdo• ot Y\lcOolada. 

!hare were no cold tranoacUoaa co..-ted b7 u toc1417. 
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rhe Federal Reocrve »•nk ot New York reported the following ohip•ento 
of gold from llnglend, conoi gnlld to the :Bankero rruot Oo~~pany , New York, tor 
oale to the 11. S • . bo~ Office• 

~1. , 4;6,000 ohipped by S....uel llontagu & Co"'P"'17 , London, for account of t he 
Az>st erclam :Bank, A:>oterdall: . 

1 ,008 ,000 shipped by the :Bankers 'lru.t Coll!pft~, London. 
$2 ,1164 ,000 'i!ot al 

2 

'i'wo ~~ <l&O • we r eoort ed 1\ shipcent of COld toteli~~g $592 ,000 fr011 
Cc~a . aent by tbe !ank at Canada, ottawa, to tbe Feder•~ Reserve :Bank t or 
account of tbe ».I.S. At that time , tbe diopooition of the shipment weo 
unknown . '!!he Federal Reoerve ll<!.nk informed uo today that this shipment had 
arrived Nld t hat they were earmarking t he gold tor 1\ccount of t he Central 
Reeerve Bank of El Sl.\lvador, under inotructiono r ecei ved by the Federal fro• 
t he » .I . S. According to informati on r eceived b7 uo l aot October , the 
SelYadoreen :Bank had gold valulld at approximately tbe same amount ao t be 
above shi'!JIIent dopooited vitb t be Bank ot Cene4a Alld pledged as collateral 
for certain dollu adnnceo ..,.,_. to t be former by the » .I. S. 

On tbe r eport of April 24 received fron tbe Federal ~c•erve :Bank of lev 
York eiving t bc fore1tpl excbD.nGo positiono of banlco and bankera in itt dhtrict, 
tbe total poai tion of nll currencies waa abort tbe e'!ui va lent of $1S, 958 ,000 , 
nn incr ease of $41!3 ,000 in the short yosition. rho net changes in t be pooitiona 
ArO ne follows : 

C01Jlll:RY 
llngland 
:au-ope 
Cant:da 

SlfORr POSITIOll 
APRIL 17 

$ 5 . 723 .000 
8,691,000 

337,000 (Long) 

Loti n Az>er i em 
Jaoan 

551,000 
3 . 350 ,000 

505. 000 other Asia 
All other s 

'l'otal 

8,000 (L0 ng) 

SEORT POSITI ON 
.APRIL 24 

$6.305,000 
8 ,542 ,000 

250 ,000 (Long) 

621 ,000 
3.251,000 

504,000 
15 ,000 (Long) 

~'18 , 95S , 000 

I NCREASE Ill 

1&;13t,OCIO (Deereaao) 
(Dccreaoe 1D 
Lontt Pooi U on) 

70,000 
99 ,000 (Decreooe) 

1 ,000 (Decr ease) 
7,000 ( I ncroaoe in 

"'"2'1r=-::v::;:; Lontt Pool tion) 
$483 ,000 

'l'he »ombay opot oi lvcr quotati on worked out to tbe equivalent of 42 . 31/, 
".P 9/16¢ . 

In London, tbc price fixed for spot ollver rooe 3/Sd to 21-7/ 16d. The 
forvard quot etion ad..,u>eed 5/16d to 21- 5/16d. 'l'he 11. S. oquin>lonto wore 
33 . 74¢ and 33 .28~. 

Hendy and Harmnn1 o oettlo=ent price for tore1co o11Ter VBI unchanged 1\t 
34-3 /41. The Treawry'o purchaae price for foreign oil<rer """ aleo unchanged 
a t 35;. 

CONFIDENTIAL 
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( 

We u4e tYIII\7-olle pQrcllalle of eilYir tota11DC 2,6)) ,000 OllllCII 11114_. 
the su .... Purch&H .Act. Ot thl.e ...,W>t, 775,000 0\l.llcll r~ree.,.h4 Ialii 
tree 11l....,.torT, 11114 the r.alll1DC 1 ,858 ,000 OWICII CCilebt14 ct - pro4v.ct101l 
troa tore1p eoWltr1el, tor forward dalharT. 

Ye abo purcllaled 820,000 oUDCee fro~~ the li&Dlt of Callllda UDder .,.... 

~ 11Cllthl7 acr_.,t. 

\ 

Ill all probeb111t7o the Wlllnali.T hea't'7 ctfer1D&e of alTer reflected 
the S111ate' a debete ot the TOWilaeD4 bill torb1441D& fUture Tree1ur7 pureheaee 
ot tore~.«n au ... r . 

CONFIDENTIAL 
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TREASURY DEPARTMENT 4 

INTaR 0~ COMMUNICAT10N 

DAft lia7 1, 1~ 

TO Seoretar7 llorcmthall STRICTlY CONFIDENTI AL 

llr, lllob baa telepbD""d M tbat t ho ottloero of the :rederal R .. er .. 
l!&nlc ln New Torlt are now cono14arln& tho 1.nqulr7 of the Interuat1ollal 
1!74rogrephlo Bur..,. 1n lloDaCO 1n reprd to tho po .. lblllt7 of ....-..rltln& 
gold 1n Kew Torlt, and the prlrtlece for .. 111~~& the -· lllolte aabd 1t 
the State or .,....SIU'7 Depar-t. bad~ claflnite preferenceo on thh 
-tter. lban I apob with Dr. :reh todaT ba aald he tboa&ht the State D.­
part~nt wonld ralae no obJection thereto . lbon I aalted whether the State 
D.partMnt ..,ted an emept1on -de 1n faTor ot aw:h a atep, be oald be wonld 
conanlt Onder Secreter,. 'felloe 1n the prealue and .-11 • baclt. I ba.,.. DOt 
)'It heard froa hla. 

llr . Ilion atated tbat be and hie colloaco.ea fdt rather otrcn&17 tbet 
an ......,...ked account ebDnld not be opened b7 the federal ReaerTe llaDit 1n 
faTOr of thle 1nterDat1onal orpnbatlon UAleoo the OoTernact etroacl7 ln­
oloh, and in tbet ..,..,.t a fhcal 1«'1""7 aooount wonld be preferred. .t.e H 
h now, oar:arked accounta are held onl7 for oentral boAial, the :B.I.S. , and 
for the Troa11U7 of one countey wbloh boa no central bank. The :rederal lle­
aerve teele tbet thla pr eoont elD)eptlon wonld be un-.rranted, dnce it would 
be CiTln& a prlTilece for boarding gold, ao quito dht1nct fro• tho facll1t7 
for pr .. el'Tin& gold for aonetar7 otoclto and pu.rpoaea 1~o1Te4 1D the unal 
........ ltln& practice. 

:Before «ettin& theae Tiewe fro• lllob I bad aantloned the quaotion to 
:Beruetoln, wbooe tirat reaction -• tbet .. ohov.ld proTide a benu ot retllce 
tor tho holdln&o ot lntOrD&tional or,..Uoationo 1n which ,..,.....,...uta partici­
pate . llr. Bell took DO fira poo1Uon, lnlt • • healtant about lncreadac 
......-ltod cold 1Zl thlo ccnmtey throacb openiJic vp a441Uollal accounh. It 
obonld be borne 1n alnd tbet .t.aerican or pnioationo do uot boTe the fac1l1t7 
tor pre .. "i"« their aooeto thro"Q&h bDldln& gold 1n t hlo countey. 

J~r 
~ 2, 19110 

llr. L1Teo"7 hlepbDne4 .. at 10115 thh aoruin& to the affect tbat a 
-or&Ddua bad bOlD circulated to the lnter .. ted oftloero in the State De­
P&l'tM"* in r ep.rd to the q-aeatlon ao to whether wo obould op• an ......-ad 
gold account for tho Intll'Dational Jl74rocraphic :aur-. llr. Wllloo bad e• 
pre .. ed the opiDion thereon tbat be oaw no obJection, lnlt tbot tho _.,...e 
oe-d to be ODO to be det-d b7 tho 'l'r•SIU'7 and Je41ral lleoene. 
'l'hro\ICb the Departaont ot State , w oontrllnlte $5, 790 .....,.117 to the ~r\ 
of t he Int ernational Jl74rogoaphl.o Jnr-. 

~~rr 
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Sir: 

c 0 p y 

INTERNATIONAL HYDROGRAPHIC BUREAU 
QUAI DE PLAISANCE 

MONTE CARLO 

26th Karch 1940 

... .. 7 .... 

The International Bydographic Bureaq ~~ .anxious to 

obtain official information r egarding the i mportation of gold 

into the United St ates of America. First, can such gold be 

shipped to the United St ates and earmar ked f or the Interna .... ''""'~ 

Hydrographic Bureau which is an international organization ~•er 

the auspices of the League of Nations? Second, could this gold 

or a part of i t be sol d in the United States for dollar s and if 

so, under what restrictions? 

The International Hydrogr aphic Bureau has its enti re 

reserve fUnd in gold bars which are now held in London in safe 

custody deposit in the bank for foreign account. The Inter­

national Hydrogr aphic Bureau is free to dispose of t his gold 

would normally leave this gold in London but unforeseen events 

ar ising from the war may necessitate other disposition of this 

gold . 

The Directing Committee would very much appreciate 
- 0 ~ whatever inforaation you can give th• in th1.a.::eonnec1A.on. ) 

:a:> 10 -

(Signed) 

Tbe Director 
Ji'EDJ!RlL RESERVE lWIK 

liEf YOU 

,..- ... 
I aa, Sir, ~!:\!"1 c -.n LI.J(\1: ~ ...,...., 

:ON-' u< 
Yours very trul~,..o CD ~~ 

N;:~ nW ... - J _,. John D. Wares ::.:g~ -::; 
-«=co ... 

Vice-Admira~o i! ~ 
President of the Direc~g Cdimitt~. 
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"l£0£.fltAL. RCSI:RVI: e A NI( 

OF N~W YOfltK e 
ICE COR RESPONDENCE O A T< 4Ift\ .. l'tt 

SUBJECT D• Idee••-!' lr' a ) te 

L !ere• 

11M Ia....,.taal IJdlt+ on h .._ u •• el a lap •1115~11'11' al 

~ ...... ... •• *-1* 11.- ......... ~· ..... ~ ol 

1101. 11M t~nan•••el 1)111+ sP to 1111'.- wu t dad Sa '=1n Sa 1QI 

.U wu WtalT •••u•ec~ Sa aa.. 1\ U. tile - ...._ u hftallllia 

.U tile la\andtaal ..,._, el ..,._. _. I•• M , "h.U.,, ••· 

,..._ plaeed ~- tile 41nftJa ot tile lowp• a1 I.U.. • o .. .-.. t, 

da"in 1\e ,_, ~ tile ....... ...,. •r u ~ -~-- \a 1\ Sa IWn .,._ 

laSac w itt ,.Uq or ..a. (larll' Sa tile 1D' 1 ~ - dM!nd \a ~11-. all 

JlnandSael. :tu.ce .U 01'Caila••• ettsata tile h:wwft ot tile lou,.."" 

tllie ... eitll aaZl ••pelli'U.ca • tile ,a\ ot tile SM1e1cllul N: •• t11at •.,.. 

Mri.U.. ,._. ed.tll a eiew to tile • 5 .. •\ et ...UU.U et -"1M ~­

_. ~. ad Sa......,. w ..tr.w tile llliaoe ot ..,clniJ :z,. 
ra a• tile t>.U..U, -viM- srtara ot tllela\andt.al 

ll»&SiJ :' h .._, .._.ttae, .z.u..ua. J....U, 'ln1\ed rtss'•• 1111aa, c • 77'k, 

,._....,., I'DJI', ....._, 1..-, .. - • • ...,., hlAT4, h:t ssJ., u.s. ..-.. 

1a1w...,. ...... • •· 
,_. lat.-.. S•el ... DB U :roa ~ a po 1ES ~. 1\ 11-*- 1\e 

- tile Met. et -· ~ 1Ts ...... et... • .... file w. .._.. Sa a• 
I lEd te UT,IIIO ,.U ~ er J .,F .,Ill 4el'£", Ia a• tile IIIII*W'114 -T 

at tile ...-tal~ al tile... -~ 1. IU'N ot tu luihcl 
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F E.D E.RAL R ESERV£ 8ANK 

Of' N IE"W YORK 

FICE CORRESPO NDENCE 

c -
OAT«----------------

S U II.JI!CT-----------------------------

IJaldla. tu -.n- ·nhr of Ulo ...-1a1 ~ .. a- .&8I.Nl w. 1. ~ 

of tu t.l. •~· 

1M r...-et'=" ., ... z' 'e ••• u ~-..,. -.... .. t. M1t 

-'-• "01'7 n .... ,._.,or IM1'0 t'Ntll~ 1t ~o -.Jol'it7 of talo •­

eo .,.ut7. n IW.4 _, __ J.a 1111, 1111, lta, ltlt, 1M 111f. tu 

lllaro. ,..,, ... ~ a 117dft~O a.iw, a lllll.l-'l.a 1M lplltal JUU­

\1_. of a -..uno Cllw'aftor. It hu ftr7 ftaolodl'"•P 1M a ~tq 

- • ._.o O.Z.le, Pmeoo. .a,at ,_ ~o fa-' ~ .__ u a rl11' of 

1/ttNci..,Uo IlVIa to OOillaft pld it IIIR14 1»o -adhrod tUt \liON oro :u 

eUler oraat•t.u of a etethr ~or ndi'Ood 111tal a ••' ,... lapl ..._ 

ad oditlod to tu - ~. 'aU ... _. u--' SDadod to Olft 

..... - ... -r.1uN ot •• o...-1 .. '•• .... .,._ *-"- .. tM1r --· 

I'Utller ~ • tu llnGII•1•"' ., ..... s"e ..._ Jdall' 1M 

Hta!.aod ~tale •••• ~ ... s' to .... - ad ,_tale !nOiall: of nn_ .... ., 

Qraa1M1ou ,UU*od ~ tllo I.e .... of laUoa1, Ov loi'llftlT dHe 11ft .. WI 

,-u.-u.. 

••• -. 

,.. 
0 

.. 

• ..... 
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U7RAC! noll 
IUJl)~ or III!IDJ.!IOIIAL 

ORG.&IIIZJ.!IOIIS 

l)enl'ra - 1929 

tnERJIATIOliAL HYDBOORAPHIC IUBIIA\J. 

IUBEAU HYDROOIUPHIQUE tnEI!IATIOliAL. 

: Monaco. 3. anRue du Port. 
lun4alloa 1919; dtlioitely Hlablishtd in 1921. 

To 01tablioh a ~rmantolusociat'on boiWftn lbo hyd,.,..,.pllic at"iott ollht nrioua 
Stat. ; lo eC)-()ntiDate thtir work witb a view to reoderioc naviptioo t&Utr and Aft-t 
in all MU ; 1o endeavour Lo obtain uniformily in h1droaraphie doeumentl and to adn.nee 
lht seionee ol hyd"'l"'phy. 
: Th.e Govtmmenta of Arpntine, AuttraJia1 Brazil, Chile, China. Denmark, EcYPt, 
Fr~nce, Germany. Great Brittin, GNIIOI, haly, Jepan, Monaeo, Netherilndt, NOTWay, 
Peru, Poland, Portugal, Siam, Sptin, Sweden and United Stat.ea of AmeriC'&. 

Bo4y: Pruid<ni- Rnr·Admirol A. P. Nil LACK (\Jnited Sial .. or Amerieo). .lltmlxu: 
P. • • V ...... • • Duvouo (Franee) and C. plain !,, To•u (Italy). 

: Sw<IIV)'·Cuwol~mmander G. B. SP1c n ·SJMSO• , D.S.O. 

: Contributions or the SUtea membel"' in proportion t.o their maritime import.ance.. 
Budaot or 26!>,000 gold tra!ICI. 

p;,., Conle...,ct htld in London 1919, -d al Monaco 1926. SlaluiOry eonleruce 
tYtry fin f"-"" a-uppltmenlary conrerenee whtn required by mejority or members ; 
fi,.l " 'pplemenlary conlertnu April 1929. Publiulion• : Rtpona ot procetdingo ot 
'h• c.onferenca ; annual reporU ; tp«ia1 publieetiona on 'ff-hnal au.bjec:t..; Y~ 
Book lor 1928 and 1929. 
Fade: Thia public international bumu w11 plaeed under 'he direction or the League 

of Nations by a deeiaion ollht Council ol Oelober 2nd, 1921. 

Pu\Ucalloa: Tht Hydro,rophicol Rtvitw. 

10 
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' -- TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

!.lay l , 191.0 

miORAJIDU'J FOR THl:! SECRETARr 

'l'here is attached hereto copy of contidenti&l a:emorandum received. 
frool the Acting Chief', Bureau of' Aeronautics, Navy Departz:>ent, con­
cerninr a def'ement on the part of the llavy of the delivery of' 
ei!:)>ty {80) airplanes manufactured by the G!:'Ulllllan Aircrat't Engineer ing 
Corporation, Bethpage, L. I . , New York . 

To date' no definite infon11ation baa been received concerning the 
n.rard or a contract to 0!:'\llllllan referred to in the third paragraph of 
attached memorandum, al though i t i s understood that the French are 
inter ested in t he plane. 

~~ 
(../ 

att . 
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l!r. H. &. Oolllna, Chairman, 
Prea1dent 1a Liaieon Committee. 

Sale of OI'\IIIIIIAn .tirpll.nlle to Prenoh Qo'I'Onment, 

12 

Aprll )), 191/J 

1. 'Die Ol'lllllll&ll llrc:raft Eng~rlng Corporation, Betllpage, L. I . New York , 
has re"'eated defenoent of delivery to the t;a"Y llllp&rtgent of eighty (SO~ of the 
?4P-3 a~a being constructed IU'Ider Contract 68219 to pendt acceptable d&­
liveriea of aiail&r planes to tlle Oo""rraent of Prance IU'Ider an order now being 
negotiated. 

'Die Onmrnan Aircraft Engl.-ring Corporation has been autllorized to 
n&II0"1&'"' on the general basis of their proposal to the Bureau of Aeronautica 

the Bureau conaidare satisfactory. '!be contractor offers, in compensation 
the dei'ar'r.lent of deli veriee to the lla'V)', to reduce the price on each of the 

airplanes by &:U.OO, of 'Which $800 is considered to be the pro r ata share of 
the engineering expense on this model .mioh ia to be transferred to and borne by 
the i'oreien customer. '!be rema1n1ng reduction, amounting to $1600 per airplane , 
i s considered to represent the expected reduction in coat of manufacture due to 
increased quantity. '!be contractor further baa offered a aeries of change a in the 
airplanes for the lla'V)' ' & acceptance, not aa an addition to, but in eubetitution for, 
the reductions in price to 11batever extent tre lla'V)' Depa.r1lltent -..ay elect, 'lbeae 
cr.angea pro'fide illprovements of the type and will be accepted in the combination 
and to the extent beet suited to the t;a..,. Depa.rtaent •a particular needa. 

), '!be Bureau is ad'fised that negotia tiona ha'I'O been subetantially con-
cluded and that the manufacturer ia in receipt h'o:a the Oovern.nt of Prance of 
authority to proceed nth construction of 81 airplanes in advance of execution of 
forul contract, 

Copy toa 
Rear Admiral Ray Spear (SC) US!l, 

L!ember President •a Liaison Committee 
Aeronautical Board 
'!be Chief of llr Oorpa 

1•1 
ll, A. 1/.itecher 
C&ptain, USN, 
Acting Chief of Bureau 

c 
0 

p 
l 
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Personal 

Dear Henry: 

THE UNDER S ECRETARY OF" STATE 

WASH INGTON 

M&7 1 , 1940 

With r eference to your telephone call or yesterday, 
I find that the oatter wi l l be f ormally presented to the 
Department ot Justice within the next row days t hrough 
memor anda whi ch nre now being prepared by the War and 
Navy Depart ments as well as by t his Department. 

Consideration ot t his entire ~uestion has brought 
out the t act, however, that the formal inclusion in con­
tracts ot the proposed cl~use binding sellers and buyers 
to retrain from the exportati on ot t in and rubber will 
be relatively ineffective since there will be no penalty 
which can be enforced in the oourts . The off icials who 
have been studying the matter believe t hat t he main prob­
lem is in securing the voluntary cooper~tion ot all those 
concerned and they t ell me that very good progress has 
already been made in t hat di rection. They turther state 
that t he Amtorg Corporation 1n particular 1s now finding 
it diff icult t o secure either commodity in this market. 

If t here is anything further I can do to be helpful, 
let me know. 

Believe me 

The Honorable 
Henry Korgenthau, Jr., 

Secretary ot t he Treasury . 

:!.3 

r 
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DEPARTMENT OF STATE 

WASHINGTON 

!be leoretar.r ot ltate preeente hie ooap11aente 

to the Honorable the leoretar.r ot the !reUUJ7 an4 

tran-.1 t., t or an 1ncU.oaUon ot the repl7 thaS ~ 

~propr1ahl7 be aade thereto, a oop7 ot telegraa 

no. ISM, dated Ka7 1 , 19-60, troa the Aaer1oan llllbau7 

at Par1e, regarding tunde blocked under 'frea.ur7 

regulation•• 

Enoloeure: 

J'roa Parle, no. ISM, 
Ka7 1, 19-60. 

!4 . 
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JR 

Storttt~ry or Stntt, 

Wt~shington. 

554, May 1 , 2 p. m. 

GRfiY 

Pnr:l. s 

Dt\tEd Mny 1 , 1940 

Rto 1d 12 : 05 p .m. 

15 

liDJ.vnrd Bo.chkt , r ormtrly llorwq;inn iiinis tE r in 

Wc.shington, prEsEntly Norvttginn IAinistEr in Po.ris , has 

inqui rEd whEthEr thE Dtpnrtrntnt coul<l o.dvieE him who.t sttps 

nrE nEcEssary to tffEct thE rtltnsE or ctrtnin btlnk 

nccounts in his t\nd Mrs . Bt~ohlt t t s nants wi th thE Cht~st 

No.tiono.l B..'mk , Gua.rt~nty Trust Compa.ny o.nd Riggs Nationo.l 

Bcnk , which o.rE now blocked. 

Pltt\SE ttltgro.ph. 

BULL I TT 

RR 

Regraded Uclassified
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATK ilay 1, 191lQ 

TO Secretary Uorgenthau 

STRICTLY CONFIDENTIAL lJr. Cochran 

\'lben I r ead on the ner:s ticker yest erday of Australian action with 
respect to United States dollar securitiea, I asked Pinsent by telephone 
\f he had anything on thi s subJect. He had nothing i n a ddition to the 
ne~s i tem. Later in the dey !Jr . Officer or t he Australian Le~tion tele­
phoned ~e . saying t hat Pinsent hed l~t h~ knon of my interest in the 
Australian announcements . Conuequently, he was sending me by meacenger 
a memorandum on t he subject. The origi"Al of this memor andum was sent to 
the Secretary ' • r esidence by me last ni ght . 

There is attached a copy or a cablegram which the Federal Reserve 
:ilank of Uew York received yeatertlay f rom the Governor of the Comonwealth 
Bank of Australia in r egard to t he step under reference . Ur . Knoke told 
me by telephone this mor ning that this was the first information received 
frot~ the Aust ra l ian Bank to supplement the request made some week& ago, and 
reported to the Tr easury, t hat t he Feder~l permit the opening of a special 
account for tbe Co=monweal th Bank of Auetra lia into which t he proceeda of 
t he sales of United States dollar seeuritiee by Australia could be depo sited. 

On checking at the State Depertcent today, I found t~At there had been 
no correaponUence or negot iatione between t he Auetraltan Legat ion and the 
State Department in r egard to this question of sale of securities. The 
t hree officers who oaid they wer e a~e of no such nego tiatione were Ueeer s. 
Feis, !.!inter (who handles the Aus tralian desk) and Livesey. At l2: 4o today 
Livesoy telephoned me that a cablegram had been received from our Conaul 
General in Auetralia , and I now a ttach a copy ther eof.. · 

We have no knowledge of tho possible volume of securitiee involved other 
than the estimate given in the attached cablegram. The question ariaee aa 
to whether "e ehould a t this date ask the Australian Legation to provi de us 
wi th any pertinent information. or keep in touch with us in regerd to their 
oper a tiona. 

/~f· 
lrlben I bro~t tho SecretarJ to date laot ni«ht on .Aitetralia eeC11J'1V 

eoll1JIC, he ecreed that I thonld DO t aalcl aNI proteet to the Leptioll bee., •• 
of l aelc o! advance 1111'oraat1on on the .Aitotra11an plan, but that I oholald co,._ 
tinu to lceep in touch with the Leption an4 .. ceive aw:h 1Jitoraat1on •• Mr. 
Offi cer ie DOW provicUDC .. in .. cud to &etralian tinaace~o 
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INCOMING CABLEGRAM-sERIAL N O.·-----

.. I:C&IVED 

•eclaral 'leUMPa "' .all or ••• York 

l:'ew Yorll 

llo. 61 

~o •onweulth )overnaont publlanecl regula tlon todaJ 

1\Atln~ 20 do l &r a t ocka end re~ulrln~ ...... tbureor to aall 

• ..,., peJ dolla r ~ roooa.!a t o -.cl.ors l fl narYo Ben.c ot • • • Tor.c at. 

21 

• •• Ton :-or t.t.a cre<U t. or Co -.oonweal t b llaJlll o r .&~.tU.r.lla J fdn•7 

!lah" w;u•t l:o c:""'Vl>IUd wl tl1l n 1$ m!lntl.Ja not. le .. thaA 

l a lt wt~:.ic f l r •t 3 c::on~ba. ,·l ... a a t.t"Oat th!a u auu.orltJ to 

Ol)an n.cou•r7 Nt.::be r :. l COO\.Zl t i n \he - ot tb1a baA.c and orecU t 

ll"JN'IIh t.bereto 41aburaelCQJlt to be orraated b7 l!uJ.7 av~tha'-4 

cabl a ••••&&•• f ro% tbla ot f l ca or be 4ratt al~aa b7 two orttearo 

ao tor uiattna a ooOYDt . 

Gab l e da l l7 aeou.ot o ! aaob dapoatt and f'ull - or 

b aftat1c1•"'7• 'able bel anoa ot aee!>Wit ~7• !n ol'CI~t; ~ .. , 

ao Ia wor~• ro r c br11t1an naaaa and •-• -~~ ••al~bla " 

au ,.ut 7ou uaa Co on .. a ltt Dank or A .. t r.Ua h't-te till•~• 

Cod a tor t t-.. • • aaaa••· on Apr1l M w poak4 JOU adcU~-1 oogJ 

ot t h h coca wl\b aped&l ap.~<roprhtlon oat -.p ..... !&a ~.c- ~u. 

0 ~ . 11•••• cable ua wnan r ooal vod. ?ull dota11a lnol~ ooP7 ot 

ra~ulatlon oal~ rorw.J'd~ bt alP .allo 

l)oy~or c.-·••ltb r.n. o r ' ua trc11c . 
OIVIaiON -
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HSM 

SecrEtary of State, 

Washington. 

May 1 , 5 p. m. 

GRAY 

Sydney 

Dated llay 1, 1940 

R co 1 d 7 : 23 a , !:lo 

22 

By an ordcr of the CommonwEalth TreasurEr gazEtted 

yEstErday Austra11an ownErs of 20 spEcifiEd dollar stocks 

must sEll them for Uni t ed States currency wi thin the next 

six months and pay thE proceEds to thE Commonwealth Bank ' s 

account i n Ntw Yorlt , afttr which thE CommonwEalth Banlt 

will pay the Australian sEllEr in Australian currency. 

PrEss report from Canberra states that EVEntually 

all non- stErli ng stocks will have to be sold, and give 

$5, 000, 000 as an unofficial Estimate or the ar.ount to 

be realized by yestErday's order, 

The C01:11nonwealth Banlc informed mE confidtnt ially 

that the order will not be appliEd to Am Erican citizens 

residing in Australia. 

DOH,E 
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JR 

Sec retary of State, 

\/c.shinston. 

109·1, 1\ay 1 . 

PL.UN 

London 

Dated May 1 , 1940 

nec •e 12 : 05 p .m. 

FOil TR~~su;;:: F:l:>E i3UTTLl'"!OSTt: . 

1 . .\n Oruer in Council has been made dealing with 

23 

thoae hold ings of the s :curiti:s noc"ed i~ the to1o acquisition 

of sen uri tics ol'C!crs of Ftbru.?.r; 17 c.nd A;lril :!.;) T/hich M 'TII: 

not been tro.nsfc.-rcd to the Trt.ISUl'Y owin3 to their not 

havinc bern prcvJ.ous~.y rcc istertci witl: the 3e.nlt or England. 

'Ihe Bl•itish Trca,u.-y is now Empowered to a cc;uirc such 

holdings ti the.- &t the price stipulated at the tim£ or thE 

co.llin~ up or.:lcr or at the currcnt mnrkc t price, "11hichcvcr 

be the loner" . 

2 . i.onion pr~ss rc;>orta the Aust;•al1c.n Govcnment 

hDs i~aucd a p roclamation requiring o~ncrs of 20 specified 

dollr.r stocks to s ell half their holdings within three 

months ="· the rcwa 1!¥ler wi thin su n1onths , Th£ TL.i ES 

oorrc:pondct1t cst:im!ltcs tll£ rcsul t o.nt inc rena< in '\ustral1o.n 

dolla r balnnces in ll£11 Yo;•ll. " ill b~ ::.bout .)s , soo,ooo. 

3 . In the ci t y military event s 1n Noi'I7ay =c over­

shadowing ::.11 other consider::. tiona , 
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212, fil'lt. 

PL.Ull 

lleloillld 

Datl4 llq l, l9lio 

~·4 10 •••• 

Openiag Diot debate goTormaont rooottl .. ont bill 1ntro­

du.cl4 :veohrdq Priao llb••r aa14 tllh :porlloipo ttrot tiao worl4 

lliotoJT tllot larce :pop'QlaUoa froa aroa cl414 foroip c-tr7 

vU!Iout ucoptioa aboMOlUd foraar lloaoo IIOT1a« vUIIb -

bo"cu>4arioo tlloir fatllorlaad ollovinc t~t7 :potrtoU• co,._ 

f14onco natioul :proopoch copacH7 croah oathfactor:v UTiac 

conditiono for tll.a. Oonoidortag .aall :po:pulatlon l'1Jilaa4 fact 

4.1a11lhlll4 hrr1 tory aenrtllolooo :prorldoo apace nacuat14 

popalaUoa iaportant aw14 looi.ag oiptll popalatloa but natval 

24 

tllat tranofor fwr lmadrl4 fltt7 tllolal&ll4 p.oplo &214 tlloir ro1Dco~ 

Uoa cipaUo taU: llhioh ..... o117 ill :pro-t C0114.1U01ll ilmll.,.o 

aoar~ b-tablo 41tf1cv.lUeo eoluble o~ liT otah roquir111C 

ooo:p-Uoa ~tilT oacriticoo .......,.'bo47 but oleo WtiaU.,. 

patioaco liard work nacuoeo. 'fraaoforrl4 popalatioa !lao ao local 

rt~t cl.....,. or rooei.,. ce~~~p-tloa for ito looooo 'ba* llaTiac 

loot '"Z'Ttll1ac aa4 plrforaod Uo clut7 to till c-tJT llu aoral 

rictlt a;~ect J'iaaioll otah ucl people clo ell peoa1blo llolp tll.a 

....., lito, llo:po4 ti'Uifor laa4 \lila pvpeoo -'be otfoo\14 

T01'111ltar1l7 far aa peoaiblo but it tllio -t 'be cloao r11Pi41T 

_. or to ...tfioiat ...tea -••ar:v take ~torT _ ........ 

.lcrlouUura1 
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.&piaalhnl pr II:IJUA .... 'M -...fteotel liF - •• 

ra\bcr ,._..,. ala laft1fte qv•U• -• aftila~a fe 

Ullli'Z•U• !low ...... ltal 1"F - FehN vi \MD 

oa.S... eeriou 41nv'lluo .. T&Uual _,_ nata n-a 

l oet conaid.cable p:roparU• lien ••• a\arprlas.a. -

aaUollal lzoa.e larc-17 4eorae.a oeanspUoa 4vlac wr 

crrtlT .,.,~ 110ma1. Ooftna.ai f~•• nt et llal.uce 

u4 f or deiiUoa crrt power w.r poee1'111llq ra~ 

'llalaiiO• \llzooQP upon iMutrh• 110n 11111.t.a. ..., 

eerloa.aJ.T eD4WTQZ' illoHaM pMpl.U s.- -· olOM 

qee preeat 41tflca1Uee. fbooaP J'1alu4 baa f ora \ud1oa 
• 

OAll.a ocpltal ~ 1t h 1110\ l'~ 11114 h 7111'817 .app1...aal 

s..o- ~. B'owftcr r••-bl• G~~Pltal \u: h pou1'111e 

oauot lie il1cbR tlwL paralh l'IP14 11qU4aUu vi~ 

1apoas.a. 1oac •- o~~Uo oa tupqere. 11ut 'M eo 

Ol'der.a tbat 11\tle caell u.a u4 peq 1sb ..U 1a cr-t pan 

1a lc1a4 ao o o ah 'llo1llc ... ,., '14 liF k1a4 et olaarS... .....,._, 

fill' laataiiiOo loelll' real prllil4'ri7 e'lltalaa 12'1P rwUCIJl 1a 

oeUfioat" .....ule pvollaae - 1u4 ~ ~.. Jli_.CS... 

-• pre.ra~• ocpl\al 1"F h1ae IUalete a14 t..U• 

wcaltll 1937 ~ -'17 aloe flftJ'-aScla' '111lllez zadte 

1aob41ac fwr - baU '111111eae pmat.tac • .,... IIZ'tU tas 

w .. wcaltk -M4.1ac 100,000 ZU'b ozlT. - ........... 

11.111.\ to fel'tT th• • ZU'b t..Ue wcaltk- pre~ 

.... laor ..... to ~ - ~1 ... 'lllW.U. ,...,. ...... 

poll81 'll1o 
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po11lble hz fnz ou Ulf \o the blllieao loll 414utlllll 

w.r 101111 oo that perJ:aoill tbrH oM Ulf \o f<IV \11U1eao 

aftllable. Oollp•ullle WU' ~·~ utt.ato4 t• ill<-91,.... 

1iz lma4ro4 ailllou bolllllhc- -.&ro4 ailllou to \to 

oarrto4 lo' t11o1e rooei'f1ac OOIIP ... uoa. ....,. oou14orablo 

Ufferco1 \to._ 101111 &114 ...,..h o;rperailT a...U.blo 

roqulrillg llaitaUoll oo.p•uUoll :rah. Coao1'1141l1& PriM 

Milliner oo14 1 \loiter look faota &114 41ff1011ltho ill the 

fiTI \le uUiflo4 vitb loll bitt vorll: Oil uf1 croua4 tball vitb 

olopu vtobt'al tb11lltlac acHoift opUal•. ~ coat14•t 

CO'f'VD•t \llU v1U 11114 coati.JIIIo4 l tr-cth•hc 1Uiit7 

oociol 1traciv.re aoUoaol ocollOIV". 

Prell aaaouactl 41\lete re ... o4 ~ teet &114 that ., 101ol 

o~itee vorld.Jic capitol 11'17 bill ft1:.1tto4 r.port April 

tb1rt7 ~~ Mill11ter for collalderatioll. 

Jlllll 
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JAJIAliiJ\A8 OP m !'&lll UCIEI'fD 

I'BOill Aaerioaa Clonnl.ate Cleneral, lbe"&b•' 

•o.a 1'72 

DA!Sa KaT 1, 11140 

B.eferenoe ie aade to \he D.partaent 'e telegraa 

no. 18:5 of April rtf?, 1940, 2 p.a. 

It 1a now belleYed that \he Italiaa B~ for Obina 

ie1n a poe1 Uon to aeet Without eerioua •barraeDent 

aJQ" •erpnor 11b1oh aar arlee b'oa \he eituaUon 1a 

brope. It ie reported that forward traaaaotione han 

been reeuiaed on a eoanbat reetr1oted baeie and that 

belliprent banke and broker• are being told that if 

the It alien B~ t1nde i teelt unable tor &DJ reaeon to 

aeet d1reour i te ~ tmente on the due date, noh 

ooaaUaenh will be aet through the Clhaee B~ 

27 

It 1a etated bJ \he •auger of the Ohaae B~ ~t 

although no detinUe arrangeaent h&l been ..ae reoenur, 

:u would be prepared, if eo requeeted bJ \he Ualiaa 

Bank, to take onr at &DJ Uae tu Italiaa BeDlt tor 

Clh1na1 e ehrl1nc llalanoee in Lell4oll an4 ite open -

a1 taente with national• of belligerent. 1n •••It'•' • 
Be etahe that aen \he Ital1aa-.Abf.,in1aa oontUot 

beau \he Clhaee Bank lla4 aade arranc-ente to pe~o:ra 

thie eeM'ioe for t:U Ital1aa Bank tor Clbina an4 that -
Regraded Uclassified
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he woul.4 o:q,oot tbat 111. oaao Itol7 boo .. o 1nn1Ye4 111. 

tho pro .. nt W&l' 1n IIIIU'opo he woul4 bo roqu .. to4 to help 

111. a 81allar aaanor aa tho Itallan Bank for Clblna htlll 

aa4o naUar &l'l'anc-onto on oonl'Ol oooanou o1noo t11e 

· .D)' .. 1Dl&D ooDtllot. In o:q,l anatlon he oa14 that YOI'J' 

fl'10D417 rolaUono wore 11&1Dtalno4 botwoOD the hoado of 

tho P&l'ODt org&Dlsatlono of tho two lballdhal b&Dklng 

1not1tut1ono 1n low York an4 Boao, roopoot1Y017• 

He oonndoro that 111. now of tho 4olloato oUuaUon 

111. ~· tho looal f1D&Do1al oporaUou O&l'l'lo4 on 

rooon~ b7 t ho Itall&D Bank are no •oro than natural. 

Howonr, he haa proaloed that 1f aD7 now dnolopaonto 

of a probable JI&Jor o1gnlf1oanoo al'loo rogard1Qg the 

atU tude of Ital7 toward the W&l' 111. Europe, ho will 

prc.p~ 1Dtona th1o oftloo. 

!hlo ....... haa boon ropoato4 to (ll!!!ngt'ag an4 

P8lp1QS. 
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JR 

Secretary of State , 

Wesh:i.T~Gton . 

19 1 !lay 1 1 5 p .w. 

GRAY 

Mil on 

Datcd. Ma;: 1 1 1940 

Rcc 1d 1 : 12 p . m. 

29 

FOR TrlL\SURY D::PAR'll.!E."'T . Todayl s prices a s foll0r1s : 

202 . 75; 347 . 75; 513 not listed; 989; 208. 75; 1664; 66. 

50; 2S5, 50, Vol ume 841075 . 

Marlett improvEd p1•i ccs rosc. sli Ghtl y on confirmation of 

runors that nE\1 fiscc.l mcas\U'Es less sever£ than previously 

ftarc~ . Tomor1~~ holiday, ExchangE closed. 

S!!OL~S 

CSB 
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SEcretary of StatE, 

1'/o.ahington. 

560, »o.y 1 1 6 p. a . 

FOR 'l'"rlE TREASURY • 

Paris 

DatEd May 11 1940 

Reo•d 2:45 Po Llo 

PrEauoo.bly bEcausE of thE fai lure of the Stnnte 

to tnltc o.ny action in reGard to the bill provid1r.g 

30 

for thE Eatablishacnt of a. supEri or export council in 

the ~11niotry of Cor.mtcrc l! (o.s rEport ed in the Er.tbo.osy 's 

tclcgr~ No. 433, April 5 , 7 P• n . ) the bill had 

previously rEcEivEd the approval of the ChruQber the 

govErncEnt has crEated suoh a body by cEans of a 

decrEE publishEd in todny ' c Journal OfficiEl. 

KLP 
Dil,! 

(OlD SECTION ONE) 

BULLIT'l' 
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JR 

Secretary or Stat e , 

!?<'-ahin:ston, 

G:lAY 

Pa1•1a 

Dated U:ly 1 1 1940 

~cc 'd 3 :38p.m. 

5601 May 1 1 6 p .m. (SECTION T\!0) , 

31 

The W.n1otcr of Con111trcc 11ill act :l.C Cha.innc.n or the Council , 

other nE!!lbEr:l be1~ the Under Secretary foP 

Co~crce , four representatives of the Senate and Chs~~er 

CollmlittEEs on col!lllercc and custo~ns , tiGht representatives 

of French inuustr; and commerce and eleven Govermncnt 

officials concerned with quEstions of trade, industry and 

f inance . 

Tht wc~~cr tendency on the s ecurities market yesterday 

became more pronounced toGay in v1crt of unfavorable runora 

from abroad rcgardina t he si tuat1on in Norway and the 

prccautiona~y shipping measures adopted by Gr : at Britain 

in the Mediterranean, acntEs declinEd from 10 centimes to 

francs 1 .10. Losses in other securities ranged from 2~ to 

5%. Scandinavian 1asues especially IYerc lower, Suez lost 

570 points • END OF J!E:SSAGE. 

BULL ITT 

WWC 
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ScorEtnry or State 

\7ash1ngton 

29, 'lay 1 , 6 p. m. 

GRAY 

Bcrn 

DatEd Hay 1 1 1940 

REO f d 7r20 p. m. 

Swiss PEd~al Counoil has tsau td a dtortt 

cf!totivE April 27 tcnporari1y frEtzinn Danish 

assEts in SwitzErland, requiring al1 direct or 

indirEot parmcnts by individuals or ft~s dor.dcil£d 

in SwitzErland in 1'ovor ot individuols or tirn.s 

domioilEd in DE~ark to bE EtttctEd throU3h thE 

Swiss Hat1onal Bank (tat torr:ardEd by mail) . 

This is a protEctivE measurE on bthalt ot Sniss 

ortdttors adopted as a rEsult or tntcrruptton or 

Crt£ EXChangE parmrnts to Sl'li htrland fran Dttmark, 

and pending conclusion or o.n expected clearing 

llgr E 1XD EDt o 

Swiss authoritiEs have b££D o.dvio£d by their 

rtprtotntativ£ in CoTlrnhagEn that thE Dan~sh Govern-- . 
mtnt hopEs to ~intain trad£ rElations with Switzer­

land on prEVious scnl£ (imports !rae DEanark in 1939, 

2s,oco, ooo 
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- 2-#29 lioy 1 , 6 p . m. rrom Br:rn 

251 0001 000 f rancs; exports 20, 000, 000) . AuthoritiEs 

hErE orE scEptical ns to whEthEr this t~111 provE 

posa1bl E. 

i'o similar action tolcEn or said at prEsEnt 

to bE undEr considEration by St11ss GovErnmEnt 

r EJard1ng Noruoy. 

HARRISON 

23 
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• 

To: 

• 

.. 

Treasury Department 
Division or Monetary Research 

Date __ 

From: 

Draft which l{r. Tillite discussed 

with the Secretary at 3•30, on 

Way 1, 1940 (at which time it was 

34 

decided to go ahead with preparation 

of speech. ) 

-.-
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- 1 -

During thia put Yel\r, and"' 1ncr1 e1ngly durlng the 

11cnthe einoe the outbreak ot the r.urpean War, we at the 

Treaaur)' have been receivi g ecoree ot inquiries about gold. 

I 
Tile people or this countrr are perplexed. The)' are aalting 

Why eo much gold is comi ng here. They want to ltnow whether 

this 1a good or bad. They want to ltn!>w it the tuture value 

ot gold ia in danger. They oalt whether the United Statee 

Will be able to use th1e gold or Whether we shall be etuclt 

with it. They wonder Whether it wouldn't be better to 

\ 
bport le •• gold. The)' are atraid tpat we may perhaps be 

payi ng too hiifl a price tor gold. Th\ want to know whether 

we can reduce the 1ntloor and whethe r we should it we could, 

and eo on. 

Let me give rou some ot the pertinent tact&. 

During the last a1x )'eare we have 11cquired 11ore 

gold than we or any other country enr pouened. 

Ob 
4/20/40 
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X.at :rear aloae we reoe1Te4 onr . , b1lllon. ~. :rear, 

while al.oat 811 of 1:be pr1no1pal oo~mtr1e • of tla worl4 

han been loa1ng gol4, we haTe been getting 1t at tbe rate 

of 1250 a1111on a aontb. !he Un1te4 Statea !re&IIU'7 no. 

haa 1n 1te nulte onr 119 b1ll1on of gol4 __ ... ft!p::::~dla• 

&.ollftt1ng to t wo-th1r4e of all the gol4 held 

by the ooab1ned T~aeur1ea and Central Banke of the world! 

..HOW a en •t ate Otlft' :toz 10 1&1 8'i 1ft 1bflb'W Of goldf-. 

The anewer 1a at once 41eturb1ng and reaeaur1ng. It 

1a d1atur111ng beoauee th1a drain of gold fro a foreign oo1m-

tr1ee reaulta froa a graTel:r 41ato~d eoonoa1c and pol1t1oal 

a1tut1on throughout the world. It 1a reaeaur1ng e1noe 

that gold 1a ooa1ng here beoauH the Un.1ted State• hae 

peaoe, aeour1t:r, am eoo1el and pol1t1oal etab111t:r. our 

eoonoa1o poe1Uon 1n the worl4 11 40a1nant and unohalbnged 

and the large 1ntlow of gol4 into the t1n1te4 Stat .. 

Oa 
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ie bll' the •onehr7 rlfleoUon ot 'ha' eoono.J.o and eooial 

etreng\h. 

!here 1a a good deal ot a1eunderetan41ng ae to wh)' 

gold lteepe oaing to the United Statee. Soae people 

ha"e expreued the "ie• that it ooaee here becauee the 

United Statee etande read7 to bU7 all 'he gold offered to 

us at a fixed price. But that obYiouel7 cannot be the 

explanation. We ha"e been bu7ing gold at a fixed price tor 

v11'tuall7 150 1eare. EYer elnoe 1792 -- with onl7 a 7 

aonthe 1 interl ude - - we ha"e been read7 to bu7 at a fixed 

prioe all the gold orrered to ue. 

8ae people again are under the illpreeeion tha' we are 

getting gold beoauee we pa7 a hi&her price tor it 'ban other 

oountr1ee do. !hie aleo 1e an error. !he pr1oe tor gold 

11 "1rtuall7 the eaae the world o"er. lhen we oon.,ert our 

$35 price tor gold into the ourreno1ee ot other nations and 

Ca 
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aake proper allowance tor ahipping, ineuranoe, and other 

ooete incidental t o traneportation , we tind that the price 

we pa:r t or gold 11 no acre than o ther oountriee do. Azl:r 

one can prOYe thil tor b1aaelt b:r a eiaple aritb.etic 

oo aputa t1on. All he h a l to do 11 aaoertain the price ot 

gol4 1n the ter•• ot the ourrenc:y ot an7 other oountr:r, 

oooYert that prioe into dollar• at current exchange ratee, 

and add tor ooate ot tranaporUng gold. Be Will t1nd that 

though the price tor gold 1B g1Yen in eterl1ng in London, 

in guil4era 1n Aaeterdaa, and 1n peeoe in Bueno• .llr~e, etc. , 

when conYerted into en:r co- on unit ot currenc:r the pr1oe 

t or one ounce ot gold ie approx1111tel:r the aaae the worl4 

oYer. 

I euepect that auch ot the oontueio n about the gol4 

quesUon arllu troa a a1eunderetand1•s ot tbe nature ot 

gol4 traneact1one . Let ae aalte 111••lt clear. 

Central Banlt goee out into the 11'01'14 

•rute to bll:r gold u a go-rern•nt bu71 111'117 blanket•; 
Ob 
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ea7, or offioe turn1ture or araaaente. Gold plaT• a 

high17 epeoialiaed role. It ie international aone1. It 

ao•ee t ree oountr7 to oountr1 not ae a oo .. oditJ but ae a 

aediua of international exchange. It ie eold to bu7 the 

ourreno1 of the oountr7 of destination. When London, tor 

exaaple, eende gold to Iew York for eale -- what London 

wante ie dollar•. Siailar17, when we eell gold to England, 

what we want 1e Sterli.ng . Therefore, when people aek wh7 

foreigners eend gold to the United Statee, the7 are ·reall7 

aeking the queetion: lb7 do forei.gnere want eo aan7 dollar• 

r ather than their own or aoae other oountrJ'• curreno1 that 

gold ie aent here to obtain dollare? 

Or, another wa1 of asking the queet1on, ie : Wh7 do foreign 

oountriee currentl 7 owe aore oaeh to ue than we owe to thea? 

In the first plaoe, we haYe eold aore good and eer.icee 

abroad than we ban purohued. J'lo- 19JJ to 1937 our aer­
'-

•o~ha~n~d1:!,!•~e'-!e~!1!~o~r:lt....I•.&~"III"F~l••~t~•,....••a:t&n!nl1!611:t1f'ieiiir~J:""lf:iar~g;ie~,~·'la~t e&llf81a.g lee • 

' 
co 
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thaa t JOO aillioa per 7ear. In 19)8 and 1919 bn=·r, U 
I 

baa been about t l billion • J''P; 

Secondl7, a l~e portion ot the 4ollara obtained b7 

toreignere ia kept on depoa1t With our baaka. It 1e kept 

there tor po .. 1ble exoha.nge ga1ne tro• depreciation ot their 

01111 ourreno1ee and tor eatekeep1ng beoau .. tore1gnere think 

Aaer1oa ie a aate plaoe to keept their aon17. 

Th1rdl7, another portion 1a uaed to aake 1nTeataenta 1D 

Aaer1oan 1nduetr7 beoauee tore1gnera think Aaerioan bua1neaa 

ia a aate and prot1table inTeataent. 

I' or attar reasons alone, t 

to reign haTe ooae 

ot 

l'e t1nd, too, that Aaer1oana haTe been WithdraWing 

their tunda trOll abroad, and l1quidat1Jig their toreigll 

1nTeataenta. 'DUring the paat a1x 7eara OTar 1 1/¢ bttl••~ 

co 
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dOll&r8 Of Aatr1fttD 01p 1 t•} haS biift iip&.fi&~. jn4 

• 
~· too, bee btlpe4 to ewell the 1ntlow ot gold. 

Suoh wae our poe1t1on up to the war or1a1a. Slnoe the 

war things ban changed. Our e.xport surplus 1e running at 

a auoh hi gher rate -- actual lT at double the rate ot laat 

Tear, while capital ao•emente to the United States now 

baTe beooae a a1nor 1tea. The net tlow ot torelgn oapital 

to this oountrT has dropped thia Tear partlT because aanT 

oountrlee are prohibiting outflow ot oap1tal and partlT be-

oause some ot the belligerent• are ue1ng up their dollar 

depoaite and their holdings ot Aaerioan aecurit1ee to paT 

tor laporte troa the United States. Th1a reduced 1ntlow ot 

capital, however, has been aore than otteet b7 the sharp 

inoreaee in our net exports ot goode and aervioes ar1e1ng 

direotlT out ot war conditione; eo that foreigners want on 

balance just as m&nT more dollars now ae theT did last 7ear. 

That 1e •h7 we have so large a favorable balance ot paT-

aente; that ie wbJ gold haa been ooa1ng to tb1a oountrT. 

Cc 
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eeible to sreatlJ reduce 

olll.J bJ .aor11'io1fte 

We could, tor ex&JIPle, cnat 0111' expoM:e ot ocm.odUi .. 

and eerT1cea bJ a b1111cn dollar• or eo a Jear, but bJ ao 

doing we would tbrow hundred& ot thoueanda ot worlr.era out ot 

their Joba and 11holl1 d1erupt agriculture. And we could 

poeeiblJ reduce the 1ntlow ot gold bJ 1ncreae1ng our pur­

chaeea troa abroad bJ another billion or eo a 1ear, but, 

again onlT 1t we peraithd tore1gn goode to tlood our hoae 

aarlr.et at the expenee ot Aaer1can ta.ra and aanuractured 

product a. 

Another po .. ible wa1 ot reducing gold no.. wo11ld be to 

toroe the return ot the tore1gn capital or an outtlow ot 

doa .. Uo tunde. !'hie would aga1n epell trouble tor ue daoe 

we are here epealr.1ng 1n tenu ot b1111ona or clollare, not 

a1111one. !'here ia no poaeib11it1 that a11d aeaeuree dee1gned 

co 
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to aake tbP. dollar leaa attractive will have the effect ot 

driving auch capital out of thia country; t or there 11 virtuall7 

no other oountr1 to wbioh bUliona can go with a degree of 

safety sufficient to attract such euaa. To be effective under 

prevailing circumstances our action would have to be drastic. 

It would have to be eo drastic as to produce extremely disturb­

ing ettecte on cur aeourity and financi al aarltete and do 

permanent damage to the principle of mobility of capital 

throughout the world. For the United States -- the one sate 

haven tor liquid funda, the one country that under exiati.ng 

conditions can beet afford to permit unrestricted aoveaente ot 

capital -- a procedure ot such character would, I believe, be 

an unwise move. With a return or noraal conditione , however, 

much can be done to faoil 1tate the repatriation or f oreign 

funds now here. 

Ro. All the alternatives are definitel y bad. I aa aura 

you will agree wi th ae that no reeponaible peraon would want 

to atop the inflow ot gold at the price ot 

co 
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Jreo1p1tat1ng &117 ot tbe eer1oue oouequeno .. I ba-q 

MnUoned, An4 7et that h ezaot17 what eoM people are 

ad't'ooat1ng. Perbape tt.:r 4Dn't know 1t, but 1alat 1• 

Ju• t what the:r are ad'lieing ue to 4D wben 1ale:r euggeet 

that we etop bu:r1ng tore1p gold, or t.bat we oballge t.ba 

prioe we P&1 tor gold, or tbat we wipe out our •taTorable• 

trade balance. 

Take, tor eXUtPle, th1e propol&l eo trequentl:r llade 

to ue 1alat we atop bu:r1ng gold. It bae the chaN ot 

e111J)l101t7 ; all we han to do 11 prohibit gold i~rh b7 

a !reaeur:r order. Well, let ue look at what would happen. 

!be i-dlate reaot1on would be a ebarp 1noreue 1n tbe 

•alue ot 1ale dollar 1n terae ot toreip ourreno1ee. For-

e1gn ourreno1e e, in other word•, would at onoe ebarpl:r 

deJreoiate and a oba1n ot eoonoaio toroee would be eet in 

110Uon wbioh would dhrupt our do .. eUo &Jill foreign trade. 

Ca ._ 
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I wUl not go into the hohnioaliUea. BriefiT thie 

1e What would happen. r1ret of all Aaezoioan proc!uoh would 

be much mozoe difficult to eell in foreign aarkete. !hie 

would not applT eo much to war goode -- airplanee, araaaente, 

etc. - - but it would hit hard our expozot of hundreda of 

agzo1oul tuzoal and induetrial ooamo41Uee not Tital to the 

oon4uot of wnr. We would loee he&TUT in the ••rT marll:ete 

we wUl badly need when the war ie oTero. Increased laporte 

of fozoeign goode, at the eaae time, would zoeaot eTen more 

drastically on ouzo domeatio eoono•T· It will be Just thoae 

vezoy 1teme which compete with cur domeatio aanufaoturee that 

Will flood our home aarkete. We would not be encouraged to 

buT auoh more rubber or tin. But. aeat and deirY pzooducte, 

textiles , and hundreds of otbezo aanutaoturea would at once 

be aubJeoted to greatlT intene1f1ed oompet1t1on from abzooad. 

ruzotheraozoe, Aaezo1cane who haTe 1n•eatmante abzooad (we ba•• 

aome $7 b1ll1on) would find that they had euffezoed eubetant1al 

l ou .. oTezon1pt, juat aa foreigner• with inTeataenta hezoe woul4 

C. c.. 
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tlnd that they bad •1ndtall gains owern1gbt. 

So J OU eee thie e1aple and charming remedy 1e, in etteot, 

a proposal that would ooapletel7 diarupt our f orei gn exobangea 

and our trade and greatl7 increase unemployaent i n this 

oountr7. And eo with the other na1we propoaale which some 

well-meaning o1t1zena suggest as a remedy tor our accumulating 

gold atoclte. 

Shall we follow their adwice and out the price tor goldf 

A moderat e cut would be inetfectiwe, and a out sutt1cientl7 

lnrge to reduce our annual gold inflow by a billion or two 

would introduce the same condi tione as would f ollow on a 

~rohibition ot gold laporte. It would mean a aerious decreaee 

in trade and a big increase in unemoloyment. 

Shall we d i scr iminate aga i nst certain countries 1n the 

ourobaeea or our goldf such a ooliOJ would not even hawe 

the w1rtue of erreotiweneae . Tbere ia no -1 i .n which you 

can d1t1'erentiate one bar or gold f rom another bar, f or gold 

Co 
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18 one of the aoet h08ngeneoua produota 111 the world. Ob-

literate the .ark ot oountrJ of origin and J OU can no longer 

ident1tJ ita aource. Reaelt it and it ia ealable anJWbere 

in the world. The aotiTe cooperation of praoti callJ the 

wbole world would be required t o preTent an7 one countrJ'• 

gold f rora ciroulat111g. ObTioualJ th1B would be i.apoaeible 

u.nder &nJ o1rouaata.ncee, let &lone at a tue woh aa th1a, 

Gold 1e an exoeedinglJ apecial1ud inati'Uilent ot inter-

national finance. Ita •alue dependa u~on ita unqualified 

uee and a ooeptanoe a s an international raediua ot exchange. 

For the United States to take &nJ action which would 41a1niah 

the utllitJ ot gold aa an international M41ua ot exchange 

would be little mort of crlain&l irreeponaiblllty. 

OUr gold policy ia oarefullJ adJueted t o the realltiea 

of a ooaplex wor ld e1tuat1on. EX&aine &nJ propoaal subaitted 

to ua and JOU Will clearly eee that we haTe been purauing 

the only oouraa ooapatible with our national intereah; tbat 
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&lid on the reet of the _.14. 

Ot OOIU' .. , ehould bae,io oondit1ou alter, ahould we 

be confronted with new and unforeeeea eooa~io and political 

deTelopAente, we ahall aeoeeearil7 react in eucb a war ae 

will beet protect Aaerioan 1Dtere1t1. - - I~ ie t o be pre-

pared tor preo1eelr such oont1.Jigeaor tlat we haTe 1De1ete~ 

right along on aa1ntain1ng flexible power• With respect t o 

gold operatione. But eo long ae the inflow of gold 11 

due to the oirouutancee I baTe indicated, no change il called 

tor. It we are to aot 1n the public 1nhreet, w aet follow 

the pol1or br whicb we tan eo tar ab14e4. 

(;, &, ~~ ~ ew'!:;b 
~~ ~ O&llr~ the .flow tfl SOld b7 Belling OD 

credit . Inetead ot aooept1.Jig torelgD rold in paraent tor the 

goode we eell, we oan take I.o.u.•e. I aeeure rou that we 

would han no 41ttioultr 1n eellinc unr billion 15ollare' 

worth ot our rooda and ...... 1o .. oa euoh terae . rcreign · 
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nountriee would be onl7 too delighted with euoh an arraas-at. 

There aa7 nen be eoae here mo prefer that the United IStatee 

ehould reoe1Ye the I.o.u. ' • ot foreign gOYernaente 1ll place 

ot thelr gold. Ae tor ae, I know ot ao good reaeoa whJ we 

would be better ott selling our goode tor credit 1aetead of 

oaeb. 

There is oal7 one 07 1ll 'lltlioh we oan t~ppropr1atelJ and 

real1et1cal17 work to reduce the inflow of gold, aad that ie 

b:y doing ever,th1ng 1n our power to proaote budaeea reooYerJ 

here , and b7 laboring to reeetabl1eh noraal po11t1nal and 

eoonoalc coadltione abroad. W1th an iaoreuiag aeuure of 

proeperit7 here and with peaoe and eoonoaic etabi1it7 abroad 

the gold prob1ea will reeolYe 1tee1t. Our great uport eurplue 

w111 neceeear117 drop not beoauee we ehall eell lees abroad 

but because we ehal l bu:r aore as a reeult of iacreaeed bue1-

neu aot1Y1tJ. l'orelgn capital wU1 be graduall7 repatriated -

not beoauee we dr1Ye it out but beoauee 1t 11 attracted hoae 
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by the reeaergenoe or eeourity abroad. OUr 1nYeetore wil l 

onoe again inYeet their tunde abroad -- not beoauee or the 

ecarc1ty or opportWiity at hoae but beoau .. or greatly 

enhanced opportunitiee tor sound and profitable inYeetaente 

so 

in other lands. And finally our tourieta will spend hundrede 

ot aillione aore in foreign oountriee. 

7heee are the deYelopaente whioh will autoaatioally and 

graduai ly direct the flow or gold away froa the United Statee. 

Theee are the deYelopaente up<1n which we auet concentrate. 

We mus t concentrate on the proaotion or turther reooYer y 

here and peace and eeourity abroad not in order to correct 

the gold e i tuation, but beoauee prosperity, peace and 

security are in theaeelYee the supreae ende ot policy. That 

their att&il1llent will &lao aolYe the world'• gold problea 1e 

Only a by- produot, albeit an illportant one. 
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There u another .. ~ot ot tl» go14 queetion Uat I 

abould like to IJ)ea.lt about -- ~ b&Dkin1 aa~ot. ~r• are 

two d1 ... tr1oall7 oppoaed ?iewa with rea~ot to our gold pol-

107 'llliob in etteot oancel eaoh otbar Ollt. One 8&71 1hat 

the 1ntlow ct gold b7 creating a 't'aat bue tor credit eliJ)&II­

•ion 11 pro.oting a runaw&J credit inflation. ~ otbar 

11&1nta1na that the A4a1n1atra t1on 11 retarding reoo?erJ b7 

burJ1ng the 8014 i.n r ort box i natead ot putting 1t into 

a oti't'e o1roulation. 

low tha tear 'hat intlowa ot 8014 will bring about rvn­

a•&J intla t1on il ba11d on theor1e • no l onger relnant to 

preMnt-daJ cirouaatanoea . It u"d to be UlouFt the t the 

ex1ehnoe ot &117 larp '10lua1 ot IXCIII re11Me1 1n the 

ban lUng 171t1a would le a4 to an 1ntlat1on 1 1rr1gardleu1
• 

!be l't'lntl of 1:he laat few Je&rl, dllr1DC 11b1oh IDIII ri­

MMII ha't'l • ount1d to aan7 b1111ona without &DJ 1'F141no1 

ot pr1cl 1ntlat1on, M"'li''n*ll' ahould ba't'l \aught all 
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1011o .. willing to learn tbd intl& Uon 4oea not oo .. abo ~at 

beoauae of an inoreau in u :oeaa reaerYea. Run-awar 1Dfl&t1oa 

il 1:be prod uo t of powertul eoonollio force a 'llhiah are abunt 

in the United 8tatea. 

'l'bh A4a1nietra t1on 1a, ot oourae, ent1rel)' aware of 

\b.e Ulldee1rabil1t7 of 1Dfiat1on. It will not peMit aD 

exoeuiYI •t.e 1n pr1oea. It our preeant powers are ina­

dequate to preYent H;, new leg1al&t1 on caD be eae1l7 ob-

talned long before it il neOIII&r7 to appl7 the brakee. 

We eball be tull7 prepared t o aot 1t and 'llban an exoe .. i'l'l 

rill in oo..ocU. 1;7 prioll appear• i.ainent . 

It ie ironio to find people preoooupied with tbl d8J1Cer 

ot prioe inflation at a ti .. When we etill baYe tar too 

..07 idle reeouroee and idle •npower. What we ba'l'l to 

worr7 about, 1t an7tb1ng, 11 not that paoli are too hllfl, 

but 1:ba t the7 are not bl@P eno11P1. .A. IIOderate rile in 
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at Chia ooantJ7, U wou.ld et1.alah uplo,..at 81111 bwSaeee 

onlJ wbe n oar eoono., 1a epproaoh1n1 oapao1t7, wbt nt 1.a-

portant bottleneolr.e eppear 1n uplOJMDt and produot1on; 

not before. 

!'be oppoe1te new l:lel4 b7 eo• or1Uoe that oar gold 

pol1o7 lead• to !!..!lauon 1e juet •• abeurd. !'be gol4 

imported 1a be1ng ueed Juet ae .uoh now •• 1t ••er wae, 

We are not eter111&1Dg \be 1Dtlow1Dg gold. We are Dot 

men tba 'l'reanJ7 purohu .. gold. Oar sol4 purohae1nc 11 

eelhot1DaDo1ng. hoept tor tllt gold hel4 b7 ttl~ l!ltab1l1&d10D 

J'uDd and oertalD otbar relathel7 lll.Dor •ounte fro• tba 

gold re•alaaUon PI'Ot1te, there are sold oerUt1oatee oat-

etand1ng ap1n at all ttl~ cold 1D 1bt 'l'rtaftl'1. !be •• oer-

t1t1oat .. ooneU tu te Ule aaJ or portion of tbt ae11ta of 

• 
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federal. ReeerYe banka, Agaiaet the11 anete 1a the 

federal. ReeerYe banke there eX1et either federal ReeerYe 

not11 or 4epoene c!ue to the oc.aero1al baake, whloh are 

their legal reeerTee, !heee r111rTee are held 1a t'U'II 

against the deaand and eaTinge aooounte of the publio 1n 

the oo .. eroial banke. for eTer7 dollar or gold i n the 

!reaeur7, t herefore, the publio holde at leaet one dollar 

ot bank depoeite or ourreno7. 

Propoeale haTe been aade that one dollar o~ ourreno7 

be plaoed 1nto o1roulation tor eTer7 dollar of gold 1n the 

!reaeur7 1netead ot a oheok on goTernaent clepoeit . But the 

public would be neither better nor woree ott 1t thie Wire 

done. !he addlt ional currenoy thue placed 1ato circula­

tion would eoon be deposited in the banke, and be re-

turned to t he federal. ReeerTe Banke ae eurplue ourrenoy. 

!heretore, th1e propoeal 11 obnouelT or no eiCJIUioaaoe. 
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~ las t propou.l I want to deal wUh 18 b t tbe !reUU1'7 

rutore tbt ia1111e ot gold ooina. !hla auggeeUon 1a ot 

verr little laportanoe. lven thoae who eupport it are 

aware that such gold ooina would not circulate 110re act1Yelr 

and attect tbt doJae stio econc.to t.ltua tion .ore than do 

the currencr anl. ban.k depot.l t • now in o1rcula t1on again at 

gold. The adherente ot gold ooi.nage, though the7 do not 

aa1t anl. 11&7 not eTen be aware ot lt, are .,rely asking 

to make gold coins available tar printe hoarden • .Ul 

during the twentle a there was nry little gold coin in 

circulation, anl. 11.1ch ae there wae waa uaed .alnly tar 

g1tte. ror deoadee now the bua1n•• ot tbt countrr has 

been traneacted b7 •ana ot bank depotlta, paper aoner 

and auba1d1arr a1lver and mnor coin. ror tbt United 

Statu to atart aintlng gold ooine now would be to incur 

a needle .. expenae alll to mlttate aga1net the ettectiTe 

reiPJlation ot the dc:.eat1c aonetary eyetea in order to 
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cater to an i rrational demand or private hoarders. 

Accord1ngly, I atrongly believe in continuing to bold all 

the monetary gold in one central pool in the poeeeseion or 

the United States Government. 

I ehould l1lte finally to turn to the question or the 

continued ueerulneee or tlle gold '"'e have and. the gold we 

a re going to get. The ., tter 8eema to be troubling 80118 

people . 

Let me reassure you once ana tor all. As long a8 

there are independent nations, and a8 long as there 1e 

international trade in good& ana eerv1cee, eo long will 

it be necessary to eettlo international balances. And 

gold is the moe t effective, most et!1c1ent, and most eoonomic 

medium !or settling these balanoea. Gold is the interna­

tional med1ua or exchange par excellence. Ite acceptability 

i a universal; ita util1t:r as international money surviTea 

changes in economic eyeteme. It 1a ueed ana needed Juet 
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ae much by tbe pure at democraoie 1 •• by diotatorahipe -­

ae much by capitalist eoonom1ea aa by eoo1alist eoonomie e. 

It 11 tbe refined instrument of international exchange or 

go o1 e and services, a s well aa an eaeent1al ingredient 1n 

the more oo:IIJ)lex 1n ternational t1 nanoial tranaact1ona -­

an inatrument that has tunot1oned with out challenge tor 

hund r ed• o r years. Every f oreign country wiehea it had 

more of it; no foreign country 11kea to loae any ot 1t; 

all countries accumuls te 1t as 10on as they can a ffo rd to 

do eo, And t he tact that aome oountr1e s find it poaeible 

to conduct their international trade without gold doee 

not Ran tha t t hey prefer to do ao any JDOre than people 

reading by candlelight do eo beoauae the y prefer candle • 

to electrioit;y. 

Gold doee not loee 1ta value beoauee aome countries 

a re forced to resort to clearing arrangemen ta, barter, 
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are 114a1U.U7 a worM uwruu... !be:r..,.. 111a1~ 

a M1b04 ot oon41loUas '1'&4• aa4 t1-• 'ldl1cll 11111 ou:r 

be doptea mea a ooaat1'7 dNa ••' po••••• a4equw F14 

hol41ap. liner-'• ruort 'ldloU:r w u. .. .abtt1hw 

•1bo4a tor lreap1as a ooaatl'7'• lltllaooe ot P&TMDta 111 

equ1Ubr1 ... olll7 4111'1DI ua .. ot poed aa4 proloap4 atJ'Iaa 

aa4 1Datab1U'J, aa4 olll7 'llbta tor oae reaaoa or aaotblr 

1bq haYt been uaable to prutat a loll ot praottoall7 all 

\ht1r gol4 hol41agt. All ooutr1ta woul4 lllre w laYt 

oore gol4, aa4 tbl ooUlltr» • 'ldl1oh lan tbe leaat art, :roa 

W1U t1D41 OOUlltrla I 'llh1Gh &1'1 atl'1 '1111C _, 1o aU W 

their aol4 bol41a.g•. 

You hear .uoh ot tbe taot that Clti'UD7 IIIPJII&I'I " 

ooa4uot htr tra4e W1'hoat tbe ue ot Fl4. I 1ai1Dk I • 

•at• 111 1a.7111r tla t tbel'l probabl:r ua•t •other oout1'7 

1a tlll worl4 ttl1Cib, aotw11alttall41ac Ua propapa4a to tbl 

OOIItl'aJ':r, Yu•a FlA OOI't h1Fl7 -· dNa Clt-7 Ml 

58 

Regraded Uclassified



r:;o 
~ ~ 

- 26-

wb1cb 1a 110ra eager to aoauaula te gold at the t1ret 

cppcrtun1t7. J.n7 peraon at all taa1l1ar WS.tb 1:he worlt1nge 

ot 1n tern a t1onal trade an1 tlnanoe 1n countr1e • 11lte 

aerman7 ard Japan wboee gold boldlnge are not adequate 

11111 understam what I Ill! all 'llben I aa7 1:ba t gold 11 the 

110a t ettlolent, -.:~at aat11 t&otorr lnetruMnt or l nterna-

uonal exchange t.ba t b&a eTer been deTelcped. Gold 1a 

not onlr the beet war 1io atore tora1gn purob&al~ power, 1t 

not onlJ oonet1tutea one ot the 110at attect1Te war obe ate, 

but lt 1a a 1111dlwa ot 1nternat1onal exoha~e 11tl11lh 11 

acceptable aDJwbere, &nJ tlae, and 1n exchange tor anrtblng. 

'l'o be aure, 11' the poUt1oal p1cture or tba worl d 

ehould Wid ergo a draat1o oha"«'' ln Ule tu ture ., that 

1nahad or t1tt7 or e1xt7 independent natlone there w111 

exlet onl7 one or two groupe dollllnattd by rutble .. p01rere, 

then 1nternat1onal trade and t1nanot .. , auu• tba character 
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ot aoa .. uo •NA•· !bore Will ooaoo -. bo 1114opoa4old 

aoDOtar:r •:r••••• ao t:bore Will ooaoo to bo 1D4epoa4oa' 

fc:ro1F poUa1oo. Bal.-oo boWoOD OOillltr• Will bo 

aottlo4 aa bala••• botwooD our ata'-• are aoU:U4 DOW -

that 1a wholl:r bJ t r aaafora ot 4opoa1 ta. Ullllor aaoh o1r­

o\1Utanooa U aa:r woll bo that gol4 will DO loDpr bo 

noo4o4. But ullllor 1hoao o11'01lll0taaooo lito will bo oo 

41tforont, 1ha t 1:bo poo o1b:U l ou 1D tho nluo ot gol4 will, 

I .. IIU'e, bo tba »a at of our worr1oa. 

Oorto1n conrn•Dta •:r boaot of tho 4a:r men 1111lo-

peniSes 4aoorao1oe will 41aappear, I t or one, ban DO 

fear• that aaoh 'boaata oaa be aa4o p4. I .. ao o01ln4oat 

that col4 will ooat1nuo to be 1nt omat1onal aoD07 aa I u 

that tba •JOI'1t7 of nat101lO will INOOI04 1D aa1DtA1111DI 

t.ho1r 1nt~on4eaoo . With tba ro1!art1 of poaoo 11111 of nol'llal 

ooonoaio 11114 poUt1oal rolat1oDah1pa b bai'J"1oro to 1bo 

tree now of F04o, capital, all4 oornooo will bo IJ"I4uall:r 

Oo 
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lowere{. atand&rda ot l1nns Will once 110re re- tbeir 

upward ol18b, and a 110re equitable diatribution ot tbe 

world' 1 gold will take plao::J 

One word aore - - !be awap we aade a nd are making in 

retum tor gold wu ~a bad bargain. It enabled ue to 

1noreaae eaplo)'llent and reoOYer,r . We have expanded our 

export I and encouraged our do .. aUo induetr.r. And not 

leaat ot all we have acquired tbe aateat ph,reioal aaaet 1n 

the world, an aseet aoreover Which will pla,r an eeeentiel 

part in raeetabl1eh1ng a peraanent pt~aoe . 

Oe 
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Xoa\hl7 report oa proJooh 1Jl tilo D1Y1o1oa of 'l'u lloooareh 

Apr11 19~ 

1. Jar pd oxotu prof1h taxtt 

An 1aYontor7 of Ooncreoo1onal war f1naaoo propooalo 
daring tho por1od 1920..19~ boo boon ooap1ohd. A 
41goot of theoe propooalo 1e 1n preparation. 'l'ho 

queet1onaa1ro oa war and oxoooo prof1to taxation 
prepared f or tranoll1oo1on t o foro1ga oorY1oo oft1-
ooro hoe boon ooap1oto4 and 1Ubll1tto4 for rn1ow 

t o t he Off1oo of tho General Oowaeel and tho llurou 
of Internal lleYenuo. Otilor ph&eoo of war f1nanoo 

aro under ox••'n•t1on. (Kr. Koke~, Kr. Gordon 
and Xr. Xannon)• 

2 . Lite 1nearanoo oompap1u 

In oonnoot1on with a roquoet froa tilo '1'011por&r7 

•at1onal Eooaoll1o 0o .. 1ttoo f or 1nforaot10D OD 

t ho tax troataeat of 11fe 111ouraaoo ooapan1oo , a 

0 Poroon1 l11tod a• working on tho d1fforo11t proJoot• 
do Dot 1no1a4o tbooo vbo aotod larso17 or oxoluo1Yo17 

1Jl a oonnU1ng or rOY1ft1ng oapaoU7. Ia gaeral, 

tile poroon, 1t &D7, aoU•ol7 1n ohorgo of tho proJoot 
11 llltod f1rlt. 
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atud7 baa been prepared ot the treat-t ot Ute 

inaul'alloa ooapaBiea 1UI4er the 1Jioo• tax, o~Ual 

atook tax and exoeu p rotita tax dur1Dg the 

period 1909-~· !hie report hal been forwarded 

to the Ottioe ot the General CoWieel tor reYiew. 

(Xr. Shere and Xr. X1111) 

3· C1rt1t1oate plan tor a proo•n'M Ux 

A report baa b10n prepared anal7z1Dg the proY11ion• 

ot B. R. 9273, 76th Congre1e, )rd 8e1a1on, wh1oh 

proYidee tor a -arket1Jlg oerUt1oate plan tor agr1-

oultural oo11110d1tiu. !be teaturu ot tile Dew 

plan and those ot the 1noo• o1rt1t1oate pl&D pro­

pond la1t 7ear were oontra1ted. (Xr. Eoke~R) 

~. Mutual 1nnetaen t ooll))&lli!l 

A report baa been prepared reY11w1ng the bae1a tor 

the t~U: treat-t ot autual 1DTut•nt ooapalllee 

1D the 11f!Pt ot t he 8eour1Ue a ad Exohange Coaaia­

a1on' e t1Jld1Jlga with reepeot t o their organization 

and operation. ( Xr. Share 111d Xr • .t.Uae) 

5· Inoent1YI t•x•t1oD 

A report analyzing the proY1e1ona ot s. 356o, 
76th Congreu, )rd Seuion, 1• being prepared. 

!b11 bUl prOY1dee tor the 1apo11t1on ot a tax 
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vbiah 1e reduced ae the expenditure tor labor 

ueed 1n bueineu 1e 1no"aeed. (Xr. Sbere and 

Kr. Par1olett1) 

6. lnoo•e and eetate taxee 

cs 

(a) Report• on the following eubJeote are 1n procee~ : 

(1) Aeeete and 1noome ot corporations ex~pt 

tro• the J'ederal inooM tax under aeot1on 

101 together v1th a Congreee1onal b1etor1 

surrounding the exeapt1on ot certain t JPee 

ot oorporat1one, tbe eoonolll1o bade tor 

each tJPe ot ex.-pt1on and the etrecte ot 

allowing tax exemption on the operat1one 

ot euob oompan1ee. (Xr. Bbere and 

Xlae '1'111 ) 

(2) 'l'be probleae ot epeo1al detenee taxee with 

particular reference to tbe te~oal 

probleaa 1nTolTed 1n tbe euggeetion tbet 

a flat percentage 1noreaee in the present 

1nco•e and other taxee be lapoaed. 

(Xr. Bbere and Mill Oo7le) 

(J) Pro"!)Oeal t o allow corporations with 5 or 

leu abareboldere to be treated tor tax 

purpoee e ae partnereb1pe. (Kr. Hille) 
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(b) lleporh on the tollow1Ag lrllbjeoh are 1A 

•ar1oue etag .. ot preparation but ba•e aot 

been aot1•el7 proeeouted dur1Dg the ~nth: 

(1) D1etr1but1on ot tax- exeapt eeour1t1ee 

b7 net 1nooae braokete with part1oular 

reterenoe t o the holding• ot euoh eeour-1-

u .. b7 pereone 1D h1gh 1aooM braokeh. 

(11111 00711) 

(2) !be problea ot 1ll1qu1d1t7 ot aeeete and 

poee1ble eolut1ona under t he eetate tax. 

( Ill'. 111111 ) 

(3) Powere ot appo1ntaeat and reaa1ndera llllder 

the eetate tax. (Ill'. Kille) 

1· etat1at1oe on pene1on pllftl 

Ptat1at1oal data to 1nd1oate rougbl7 the ooet ot 

pealione at •ar1oua lenll to the aged and the 111, 

together w1 th the rahe ot •ar1oue tJP .. ot tax11 

wbloh would be aeoellar"T t o t1Danoe woh pelion• 

are 1n preparation. ( Ill', Shere and Xr. J'ar1olett1 ) 

S. A;11olea. a44rfaaee. eto. 

(a) !be tollow1Ag art1olea were publ11bed: 

( 1) 1 !be 1'rB&taent ot Ooneol1dated lletuma 

1Ulder the Renaue .Aote 1913-39" 1A the 
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!re&•l'J JhalloUa tor -'Pr1l 19.-o. 

(Ill'. lllere, Ill'. Iaker-•, Ill'. Zoraota 

u4 111u R~~glloo) 

(2) 1 !'lw l'fobUOil ot ~~ Federal. !ax 8)-ot•• 

1JI Law "" Ooat•poran Pro~ ... (JMtbl1oa­

. Uoa poJldlag). ( Ill'. Bloagb) 

(b) !he following artiolee are in preparation tor 

poaeiblo publ1oatioa ia ~~ !reaiUl'J Bullet1Jl : 

(l) An artiole &DalTziag Statiatioe ot Iaoo .. 

data OD 41Y14ea4o noo1Yed bT oorporaUona. 

( Ill'. llhoro, JUoe CoTll aDd Ill'. Zoraota ) 

(2) An arUol o oa ~~ auabor ot partnermip 

return• olaee1tio4 bT eizo ot aet iaooao 

aa4 kiD4 ot bu11Jl111. (Mill 00Tll) 

(o ) An a44rooo oa t1Jlaao1al etat••h ao a ba81o 

tor Federal. inooao tax roporl1ng ... 4ol1nro4 

before ttao Ooluabia Aoooaating Iaotitato. 

( Ill'. Blougb) 

9· Iuyton ot tax propooalo 

A pral'-hal'J 4ra.n or aa 1anatol'J ot propooale 

4111gao4 to pro4aoo a441t1oaal r•••u• 11h1ota taan 

booa oou14ero4 bT the !nal1ll'J troa u .. to tiae 

b.al be• oo.pleted ODd 1o JlOW 1a Ull pl"'OIII Of 
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ed1t1ng. A e1a1lar oo~1lat1on ot Treae~ tax 

propoeale other than thoee duignld t o produce 

r nenue ie in preparation . (Xr. Shere, Xr. Gordon 

and Xr. Zoraoh) 

10. Tax ohronologr . 1919- 27 

A chronology ot Pederal tax ratee OOYering the 

period 1919-27 ie in preparation. (Charts ooYer-

1ag the 7eare 1913-18 and 1924-39 vera preYioue17 

prepared. ) (Kr. At1ae and Mlee Bugbee) 

11. ReY1eve ot pub11oationa. eta. 

The t o11oving pub11oatione haYe been reY1eved: 
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(a ) Page proot ot the pre1ia1ftar7 report, •stath­

tioe ot Inooae tor 1938 oo~i1ed trom indiY1dua1 

lnoome tax returne and taxable tiduoiar7 inooae 

tax returns tiled 1n period JanQ&r7 through 

June 1939· ' 

(b) Page pr oof ot artio1e tor t he Eno7o1oped1a 

Britannica, 1 Un1ted States ot America: 

•ationa1 Pinanoe.• 

( Xr. Shere and Mise Bugbee) 

12. TUC 

Purnan' t o our agre-nt v1 th Xr. V1llar4 !harp 

ot t he Departaent ot co-eroe, the DiY1eion re­

Yieved and dieoueaed orall7 in oonterenoe their 
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repo" on blulneu h.z.aUon p repared bJ' 

Xr. c. J. &J'nnlng in oonneotlon with the TIEC 

etud:r ot oorporaUon taxee. (Xr. Blough, 

Xr. Shere and Xr. Atlae) 

13. Inoo•e Tax Studz !WPA) 

The etud,y ot income tax returns carried on at 

Ph1ladelph1.a with WPA tunda a1noe Ootober 1938 

1e oont1nu1ng. A re"rieed dratt ot the text tor 

Section 1 ot the etud,y wae prepared. (Xr. Shere 

and Min CoJ'l e) 

14. StaUaUoe 

In oonneot1on with the eupel"rhion ot the teohni­

oal work ot the Bureau ot Internal Re•enue ae"reral 

propoaale tor etatietioal tabulations trom 1nooae 

and eetate tax return• ha•e been t oraulated and 

elWilaed. (Xr. Blough, Xr. Shere and Xr. CU!pbell) 

15. Correeoondenoe 

The D1"rieion handled oorreepoadenoe pertaining t o 

tax proble••· (Stat! .. abere) 
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I am particularly pleased to be able to talk 

to you today because I am in such hearty accord 1f1 th 

the purpose or this series or meeti ngs, whtch I 

Wl1erstand to be education !or democracy. I applaud 

• the initiative and the public Spirit O! the leaders 

ot the Women's Division or the Democratic National 

Committee in making this notable convention possible . 

In considering your invitation it seemed to me 

that I might contribute most to stimulation or your 

thought on the problems or democratic government by 

talking to you about the money or the United States, 

and particularly about gold . I haye chosen this 

subject because I thtnk 1 t is one tn which all or you 

are interested; and 1 t 18 one about which you may be 

' 
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asked a good many questions as the year pr oceeds . 

One thing you will hardly need to be told 

abOut our monetary system; that 1 s , that the American 

dollar iS the so'Wldest unit or currency 1n the world . 

Its value 1s 'Wlquestioned here at home and 1 t 1s not 

questioned anywhere else in the world . It is a solid 

rock or strength and stability amid all the monetary 

contusion created by aggression and war . It is more 

than a domestic currency; it has become i n the last 

! ew years more and more an international currency. 

People throughout the world who are driven by 

disaster and ! ear to hoard currency prefer to hoard 

71 

the currency or the United States , when they can get 1t . 
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We have tried through many means to rac111 tate 

stability i n the currencies or the world. An 

J.v 
is the Tripartite Accord ~ ... september, 1936. In all, 

stx or the leading democracies or the world have 

subscribed to the principles ot that Accord. 

untortunately, the progress we were making tn the 

! ield ot international ttnance and trade has been 

Interrupted by the cataclysm 1n Europe . 

s 
One ot the most striki~ developnen\ ot 

these recent years has been the universal contidence 

in the American dollar as one ot the very t ew certain 

thtngs in a highly uncertain world . 
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Some ot our citizens who admit the strength 

ot the dollar and the world' s confidence 1n our 

currency\ now suggest t hat confidence 1n our dollar 

has resulted in this country receiving too much 

gold. 

During the last 6 years we have acquired 

about $10 billions or gol d !rom abroad . 

73 

Why has so much gold come to the United States? 

In the tlrst place, we have exported many 

billions or dollar~ worth or goods and services in 

excess or the amounts we have Imported . Secondly, 

large amounts or torelgn tunds have come to this 

country to be placed and kept on deposit with our 

banks . 

Regraded Uclassified



. ... ............ ... -.. - . . . . .. . . . . . . . . . . . . . . . .. . .. . . . . . 
74 

- 5 -

Foreigners have sent their funds here tor safekeeping 

because or the peace, stability, and security which 

this country enJoys . 

Thirdly, foreigners have made large investments 

in American indus tries because they regard American 

business as a sate and profitable investment . 

Finally, Americans have been withdrawing their funds 

from abroad and liquidating their foreign investments 

in l arge sums because they prefer the dollar to any 

other currency . 

It is tor these reasons that we have had so 

l arge :;.nd continuing} a favorable balance or payments; 

it Is tor these r easons that gold has come end is 

conti nuing to come to the United St ates . 
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oes 

I country commodi t but as..a1!1eans 
' .. -

1 

o! payment, the one t1nal medium through ~ch \ 

~)lnternational settlements ~ maae . 

Tbe continued acceptance ot the gold that 

comes here is the only sound course ot action open 

to us . There are, it is true , other courses or 

action theoretically possible , but they would all 

have disastrous consequences . 
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Take , tor example, the proposal so frequently 

made to us that we stop buying gold . It has the 

charm or simpli ci ty. All that we have to do i s to 

prohibit gold imports by a Treasury order. But let 
"1~ ~ 

me tell what I think would happen . Dollars would -~ [ 
A ,v{_ " G.-<~ 

i nstantly become very scarce ~~ret~~ 
~,t;;.;:,:;:;:.~- ~, 
~ ~·~ 
pPeht'b1t1?e-. ~rit1sh pound, the Canadian dollar, 

the French franc , the Dutch guilder would at once 

sharply depreciate . · A chain ot torces would be set 

ln motion which would disrupt our trade, seriously 

discourage what r emains or world commerce and r emove 

!rom world ttnance the strongest element or 

stabili ty . 
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The cessation o! gold P~hjPes would lBve H 
~c/cQ~- ,--'I~_,. .. ~~ 

the following threeAmpytert s'Eacte, Firstly, the 

sale ot American products in foreign markets would be 

made much more d1!ficult . Th1s would not apply so 

much to war materials, which foreign countries want 

so urgently, but it would b1 t hard our export o! 

hundreds of agricultural and industrial COIIII!Odities 

not vital to the conduct o! the war. We would lose 

heavily in the very markets we will badly need when 

the war is over. 

Secondly, there would result an imedtate !lood 

ot imports ot cheapened foreign goods, which would deal 

an even more serious blow to 

agriculture in America. ( '!ba vat) 1 •ana w'b2Ch CO!IIP"Q. 

wttb our dg=satte 
' 

~~·::- woa:t(l diltJg& OW' how ' ····- --··- . 

~at and dairy products, textiles and 
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hundreds or other articles woul d at once be subjected 

to greatlY intensi fied competition !rom abroad. 

ThirdlY, Americans who have i nvestments abroad 

woul d ! 1nd t hat they had .surrer ed substantial dol lar 

losses overnight just as roretgners with investments 

here would !1nd that they had wind!all d 13 

r gains 

overnight . 
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ave investments abroad would nd 

t t they had sut!ered subst 

!'ere would find e1gners w 

~~~~Jh~a~d~w~i~n~dt!a~l~l~~~~~~~. 

So you see this simple remedy is, in e!!ect, 

a proposal that would completely disrupt our foreign 

exchanges and our trade. and greatly increase 

unemployment 1n this country. And so with t he other 

naive proposals which some well-meaning citizens 

suggest as a remedy tor our accumulating gold stocks . 

Shall we follow their advice and cut the price 

tor gold? A moderate cut would be i neffective, and 
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a cut 1n price su!!ic1ently large to have a significant 

street on t he gold inflow would introduce the same 

condi tions as would follow prohibi tion o! gold imports. 
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~ 
It wouJ 4 me&R;\a serious decrease 1n~trade and a big 

i ncrease in unemployment . 

Shall we, as some have suggested, discriminate 

~ 
against certain countries in ~purchases or ~ 

gold? Such a policy would not even have t he virtue 

or effectiveness . The active cooperation or 

practically the entire world would be required to 

prevent any one country' s gold !rom entering the 

world' s markets and reaching the United States . 

Obviously this would be iropossible even 1n normal 

times, let alone at a time such as this . Besides, 

t he value or gold is proportionate to its unqualified 

use and acceptance as an international medium or 

exchange . To limit 1ts acceptance would mean to 

reduce its usefulness . 
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There is yet another alternative which has 

always been open t o us . Instead o! taking gold we 

~r 
could mve granted credit. Americans coul~have 

accumulated huge unsettled c1a1ms abroad . We have 

had experience with that system -- extensive experience 

in the decade that ended with the economic collapse 

or 1929. It 1s doubt!ul that Ameri cans would want to 

-or 
repeat ~Aexperience . 

For the excess or goods we shipped am !or 

the dollar credits we granted we have taken gold in 

the last s1x years instead or promissory notes . The 

phrase •good as gold• still res real meaning 1n the 

world . I pre!er the gold to pieces o! !oreign paper. 

~ ()1"-
I think most Americans 4eo "'-yut- • 
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Our gold policy is carefully adjusted to the 

realities o! a complex world situation . There have 

~ 
been many gl1b suggestions !or changing ~. 

Examination o! each o! them has revealed, as 1n the 

examples I have mentioned, that 1n the e!!ort to 

remedy !encied evils t hey would bring on real disaster. 

0! course, should basic conditions alter, 

should we be con!ronted with new and un!oreseen 

economic and political developments, the government 

v:ill necessarily take such action as will best protect 

American interests . It iS to be prepared ! or such 

contingencies that the powers with respect to gold 

operations have been kept !lexible . 
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The Treasury is constantly ob8ei!'Ving, analyzing and 

studying the course o! events in t heir relation to 

monetary Foblems in which this country ts interested . 

But nothing has yet appeared whtch would warrant any 

change in our gold policy . 

There 1s only one sotmd way in wh1 ch we can 

work to reduce the !n!low o! gold and to promote the 

return ot at least a part o! the wealth 1 t represents 

to useful service 1n the land.s !rom which lt came. 

That way ls to do everything In our power to contribute 

to the return or peace to the world and to encwrage 

reconstruction and the restoration o! normal trade • 

'11th the restoration o! enduring peace and economic 

stab1li ty abroad the gold' problem wtll solve i tsel!. 
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our great export surplus 111.11 drop, mt because we 

shall sell less abroad but because we shall buy more. 

Foreign capital wlll be gradually repatriated -not 

because we drive it out but because it is attracted 

home by the reemergence or security abroad. OUr 

investors will once again invest their tunds abroad --

not because or the scarcity or opportunity at home 

but because or greatly enhanced opportunities ror 

sound and prori table investments 1n other lands. 

And !1nall.y our tourists w1l~pend hundreds or millions 

more in to reign countries. 

These are the develo~ents which w111 

automatically am gradually direct the now or gold 

away !rem the United States. These are the develop-

menta upon which we must concentrate. 
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VIe must concentrate on the ~omotion or turtmr 

recovery here and peace and security abroad not in 

order to correct the gold Situation, but because 

prosperity, peace and security are in themselves the 

supreme ends or governmental policy . That their 

attainment will also solve the world • s gold problem 

i5 only a by- product, but an important one . 

I should like !1nally to turn to the question 

or the continued usefulness or the gold we have and 

the gold we are going to get. This i5 a ~Btter that 

is troubling some people . 

Let me reassure you once and tor all . As lo~ 

as there are independent nations, and as l ong as there 

is international trade in goods and services , so long 

will it be necessary to settle international balances . 
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Gold iS the internat i onal medium or exchange par 

excellence . Its acceptability 1s universal; its 

utility as international money survives changes in 

economic systems . It 1s used and needed just as much 

by the freest democracies as by the most rigi d 

dictatorshi ps - - as much b.Y capitalist economies as 

by socialist economies . It is the refined i nstrument 

or international exchange or goods and services , as 

welJ. as an essential ingredient 1n the more complex . . 

international financial transac'tions -- an instrument· .. 

that has functioned without challenge tor hundreds or 

years . Every foreign country wishes it had more or 1t; 

no foreign country likes to lose any or it; ~~ 

countri es accumulate it as soon as they c~~ to 

do so . 
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And the tact that some countries f1nd tt possible 

to conduct their t nternattonal trade without gold 

does not m.ean that they prefer to do so any more 

than people reading by candlelight do so because they 

prefer candles to electricity. 

Gold does not lose tts value because some 

countries are forced to resort to clearing arrangements, 

barter, import controls, and other substitutes. All 

these substitutes are admittedly worse alternatives. 

They are methods of conducting trade and finance which 

will only be adopted when a country does not possess 

adequate gold holdings, Governments resort wholly to 

these substitute methods tor keeping a country's 

balance ot payments in equ1libr1um only during times 

ot great and prol onged stress am 1nstab111 t7, 
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and only when tor one reason or another they have 

been unable to prevent the loss or most or their 

gold holdi ngs. All countries would like to have more 

gold, and the countries which have the least are, you 

will !ind, countri es which are striving most to add 

to their gold holdings . They do so because t hey know 

that an adequate supply or gold promotes economic 

s trength and rurthers !1nancial stability . 

To be sure, Ir the pol1t1cal picture or the 

world should undergo a drastic change 1n the tuture , 

so that Instead or rirty or stxty Independent nattons 

t here should exist only one ar two groups dominated 

by ruthless powers , then International trade and 

!1nance may assume the character or domestic trade . 
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There would cease to be independent monetary systems , 

as there would cease to be independent roreign 

policies . Balances between countries would be settled 

as balances between our states are settled now --

that is , wholly by transrers or deposits . Under such 

circumstances it might well be that gold would no 

longer be needed. But under those circumstances lire 

would be so dirferent that the possible loss 1n the 

value or gold would, I am sure, be the least or our 

troubles. 

Certain governments may boast or the day when 

independent democracies will disappear. I ror one, 

have no rears that such boasts can be made good. 
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I am as confident that old will continue to be 

~~r 
used as1~nterna~1onal as I am that the majori ty 

or nations will succeed 1n maintaini ng their Independence . 

W1 th the return or peace and or normal economic and 

~~ 
political relat1onsh1ps ~barriers to the tree !low 

has made possi ble the ut111zation or labor, capital, 

machinery and resources t hat would othenlise have been 

idle . We have expanded our exports and encouraged 

our domestic Industry. And, moreover, we have at the 

same t i me acquired the safest physical asset 1n the world . 
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~ere ~ be~ sincere people 

Who have been disturbed by stories that thls country 

had a monetary policy that threatens to cause loss to 

the nation . I! you meet such people I hope you wtll 

reassure them. You may tell them tbat the greatest 

and richest country o! the world has the best and 

soundest monetary system am t hat there 1s no reason 

to !ear that lt wlll not remain sound . 

We can !eel entirelY comfortable 1n the 

possession o! a supplY o! gold with which we can meet 

!Uture demands on our monetary system without any shock 

to our economy. We can be prepared al.so to play the 

part we ought to play 1n the reconstruction or the 

4:Q 
world that must follow ... ~,senseless destruct1on1 ~ 

--ooo--
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IEPAR'l11!NT OF STATE 
WASHIN<n'OH 

~ dear llr. Secretary: 

Kay 2, 1940 

There are enclosed, !or your in!orMtim, 

copies o! notes o! April 26, 1940, !1'0111 the !lritish 

and hencb A:abassadors, &iving a.saurance en bebalt 

ot their respective Govsma<r~ts that those Govermoents 

will be glad to keep this llove,.,..ent currt~~tl:y intom­

ed on all matters which 11ay be o! interest to this 

Jovemment concerning the pertonunce ot American-

mado aircraft under combat conditions. 

J'hclosurcs: 

Sincerely :yours , 

(S) s. l'felles 
Acting Secretary 

h. British A:aba.ssador April 2G, 1940 
Fr. hench Ambusador !pril 2~, 1940 ' trrnslation) 

The honorable 

l'arr;y 11. 'loodring, 

Secretary ot T!ar. 
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No. 161 

Sir, 

ilRITISH !ltBASSY, 

WASt'Il'GTal, D. C. 

April 26, 1940. 

I understand that m e of the conditi<>ns aet forth by the P.ar 

Dcpart"'Cnt in r rgard to the export of Mc:ricrn un•l1'actund air­

craft, -s the inclusion 1n ccch contract or a elauoc to the cftc.ct 

that t he purchaser Ahould supply eccrcditcd agents of the United 

Stetcs Government with compl,te in!ormatiM rcl::~tivc to the suita­

bility of the design , equipment md c0111bat p<.rfol'IIWlec , of tha air­

craft which "'"' rcleas.:d tor export. 

I hcvt: thc hmour to 1nf01'10 you Unt liia Va.jesty1 s Govcnuocnt 

1n the United J(1n8d001 is anxious to cooperate tully with the United 

Stat£s !7ar ill:pertm<!llt with a vi.::w to (l1 ving tht. latter all tho in!or­

metion it may wish ~ to tho performance under comb11t ca'lditia'ls of 

all American purcwcd aircraft. P.owcver, 1n view of all the 11111 tMy 

aspects boaring a\ the 1ntom.:.t1on desired by t ho United Statu lfar 

O..partacnt , 1t 13 f cl t that 1 t ""uld probably be •ore proper to 

evotd llcld.ng th< qucsti<>n or into!'lllation o. put or tho ccmtractual 

oblignticm llith the I!Wiu!ecturcrs . I !>a•ro thorotoro been instructed 

b~ Hh ' 'njcst y 1 a Principtl Sccrct•ry of Stnte for Foreign Alfairs 

to S118Vtst to you thr.t in lieu of the incluaia\ or MY such c<>ntract 

pronaton, 1011 accept tt.c casur•.nc"s of ,.y Govcnlllcnt th:lt they will 

bo glad to keep the th\tcd SU.tcs GoYCn>JIOlt'a accredited agmta 

currently <ldvistd Q'\ all mettc rs which JJlJ;y bo or interest to the 

Un1 te-d Str.tcs Oovcn~~~ont as regards pcrtorv.ncc of Aa.ricm> 11111dc 

-1-
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llircrdt under e ... bat conditions. '!11cy will Also bf: glad t ,o enswer 

any questions on the same subject matte r which the lklitcd States' 

cccreditcd agents uy wish to put forward. 

I should be gr~tctul it you would kindly !cn1ud this ea.­

lllllllie,tion urgently to Lhc eo..pctent authorities . 

I have the honour 'to bo, 

rd th the hit:hcst eons1rlorat1on, 

Sir, 

Your most obedient, 

hlll'blo scrvent, 

-2-
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"'aahington, 1pr11 26,1MO 

EVBASSY OF Tf'V. FRDJCH RFPIJl'LIC 

II' Til~ UJIIT":D ~TATPS 

Mr. Scor , tnry of St, t r , 

I und< rot end thet me of the emd1 tim a act forth by the War Dcpart­

aent in r egard to the export of American mcnutecturcd aircrdt, wu tho 

1nclu.aion in each c<r~trnct o! " cleusc to t he effect that the purchaser 

should supply accredited ngmts of tho lhitcd States Govcr!IICI'It with 

cc.plcte Wo"""'tion rclntivc to the su1tob1Uty of the dcsJ.&n, cqui~ 

n:nt Md cO'Ibat pcr!ornanco, o! the eircro!t which arc released !or 

export. 

I hove tho honor to infom Your 1'xcolloncy that the French Oovcm­

"cnt 1a rnxious to eoopcrntc fully w1 th the United St".tcs !Tar Dcpart:'l<lnt 

with a view to !living tl:.c lat~r all tho Wol'lllt'.tion it ney wish as to 

the pcrfol"'Olllco un~ c<1lbat eond1 tiona of llll A"'CrlCM purchased eir­

crdt, lbwcvcr, by rc~>sm o! tho """Y ~apccts o! tho W<lr'l'ILtian ro­

qucat : d by t ho lhitcd Stc.tes l';:.r !lcpllrt"'alt, it is f elt th3t it would 

probcbly bo "'lre proper to "void "'l<lld.ng tho qucatiCII o! Wo.,...,tian a 

part ot the c<r~tractunl. obllgatian w1 tb tho 1\0F!utacturera. 

I hnve therefore bcr.n instructed by •Y Qovcm...ont to suggest to 

Your Excellency that in Ucu or the inclusion or any euch CCIIt r oet 

provieiCII , I r cqucet you t c Me opt tho eesurMoce of 1'fl Oovcni'!IO!It thet 

the Qga~te nccrcdi tc,d by tho A."!Crica~ Qovornnont will be kept Wo=cd 

Clft all -.etters which """¥ be ot interest to tho lhitcd sto.tce GoYenl'lalt 

'~ rcgU'da pcr!ornmec ot Ar.lcric.m >w~c ai.rcro.tt llndcr ccnbat cCIIdl. tiona. 

-1-
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The Fl"(nch authcri tic~ will be h:lppy to onsm:r any quo~ tiona m tho 

aanc subject ~..attcr 1fhich the accredited ~~gents ney Trish to put ro,..,.....rd. 

I should be gr~tc!ul to Your 'Xecllcncy 1! you 111>uld kindly 

ro.-.:nrd this co "'lmic:.tim urgmtly to the e0011)Ctmt authoritie-s . 

:;eecpt, l'r. Scerr tary or St,\tc, the c.ssurnncca o! "V high 

consideration. 

C. do SAINT-QIID:TIN 

.. ~6 .. 
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MORGENTHAU TO MAKE SPEECH TOMORROW ON GOLD 

OUEST I ON I I . ( 0 
WASHN - SECY MORGENTHAU ANNOUNCED TODAY HE 

WOULD ADDRESS THE WOM~N-S QIVISION OF THE DEMQ-- ~ -
CRAf i C NATIONAL COMM I TTEE TOMORROW ON THE 

SUBJECT OF GOLD 

MR MORGENTHAU DECL I NED TO DISCLOSE WHAT ELE­

MENTS OF - THE - GOLD PROBLEM AND THE GOVERNM ENT-S 

POL I CY TOWARD " I T WOULD BE INCLUDED IN HIS 

ADDRESS 

IT IS THE - F I RST PUBLIC ~PEECH - MR MORGENTHAU 

HAS MADE IN NEARLY TWO YEARS AND IT IS PRESUMED 

THAT HIS DISCUSS ION WILL BE COMPREHE NSIVE 

-a-
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FROII CHICAGO 11,45 a.m., llt.y 2 , 1940 (jbw) 

SEC RETARY NOIC:ENTHAUS TELETYPE DELIVERED PERSONALLY TO Dl VINER AT 
TEN AH TODAY AND DR VINER REQUESTS FOLLOVINC: NESSAC:£ BE DELIVERED TO 
SECRETARY NOIC:ENTHAU 

DRAFT SPEECH EXCELLENT IN TON£ AND CONTENT AND TAXIS CARE OF AlL 
tsSENTI AL POINTS. I WOULD 1£ INCLINED TO EMPHASIZE A LITTLE NOIE 
THE POINT THAT AKEIICAN POLICY WILL OF COUISE BE SUBJECT TO CHANe:£ Jr_., 
DRASTIC CHANC:ES OCCUR IN VOILD OIC:ANIZATitN AND THAT THE TIEASUIY ~ 
IS KEEPING CLOSE AND CONSTANT WATCH tN THE SITUATION, BUT THAT IT 
IS ESSENTIAL THAT THERE IE NO SUISTANTIAL KANC:£ IN PIESENT POLICY 
UNTIL THE COURSE OF WORLD AFFAIIS CAN IE NOR£ CLEARLY FORESEEN THAN 
IS NOV POSSIBLE. THE ONLY OTHER CHANCES I SUCC:EST ARE TO~U • 
STITUTE FOR QUOTE THE SIX LEADING DENOCRACIES QUOTE SIX OF TH 
LtADI NC: DENOCRACIES TO PIOTECT THE SUSCEPTIBILITIES OF SWEDE 1 
CANADA ETC., AND IN PARAC:RAPK IE NNI"' QUOTE ONE VOID NOIE 
QUOTE fo IIIMC: OUT THE FACT TH PERIOD WHEN VE VEl£ EXCKA NC:IMC 
C:OODS H.EAVILY FGI C:OLD KA A PEIItD OF UIIEMPLOYNENT OF IESOURCES 
SO THAT EVEN IF THE C:OLD ULI IECGKE UTTERLY VOITKLESS IT VOULB 
STILL BE ARC:UABLE THAT VE HAD LOST LITTLE 01 NOTNINc: AND EVEN HAD 
C:AINED ON THE DEAL SIC:NED JACOB VINER 
CALLAC:HAN END 

OK WILSON EIID 

1 
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'Ul ADDRESS BEFORE W(J.!EN8 1 DIVISION 
!IATIOIIAL DEMOCRATIC COMLII'l'l'EE 

lolay 2 , 1940 
11: 1 5 a.m. 

Present: 

H. tJ . Jr: 

H. M. Jr : 

Cnston : 

II . !J . Jr: 

Caston: 

H. M. Jr: 

Vlhite 1 

Mr . Bernstein 
Mr . Y;bite 
Ur . Gaston 
!Irs Shannhan 
J.lrs l!:lotr; 
Ur . Schwarz 

The President loved it. 

What , in particular, d i d he 11lce? 

He 11lced the •lhol e thing. \'/hen I came i n he 
said , ·'Did you get my message? I told you 
three t imes you had your nerve with you, " and 
I said~ "Yes~ but I think you a re going to like 
it. " Well , he said, "I don ' t know, it is 
k i nd of t i cklish." 

So he started to r ead the thing and the one 
passage which parti cularly pleased him was t he 
candleli ght one, the reference to candleli£Pt 
and electricity. I don't know vmo did it, but 
he liked it . 

Tha t is Harr y 's . 

!low, he onl y made a couple of suggestions . He 
was v ery much interested and the oame thing 
had happened to h im that ba d happened to me. 
Wrs . Roosevelt bad tol d him a bout the ques tion 
that h ad been asked on gold and would he answer 
it, which he proceeded t o do, and he said , "I 
hope , Henry, you told her the same answer that 
I did," s o I said, "1"/ell , i t is practi cally 
the sa..,e . " 

'Ihe one thing he has in mind, and I will show 
you "flhere he •1ants to get it in, is t hat the 
United States Government i tself doesn ' t buy 
any gold. It 1s the business men and the 1m­
porters , and eo forth , and ""~~ actually don't 
buy any gold. That is true, isn't it! 

r:e g ive dollars for gold. 

Well , do wet 

The Trea sury definitely does buy gold, but 'fie 
can so word i t t hat --
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H.M. Jra 

White a 
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H. r.!. Jra 

Gaston 1 

B. II!. Jra 
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White a 

H. ll. Jra 
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But I Man, we are not buying it ror our uae. 

We could not l!P out 1n the -rket and buy gold 
the way we buy A.niQ- blanket• or something or 
that eort. 

Well now, Jlra . Shanahan, thle ie What he wanted 
to get in there. He eaid, '"What do we mean by 
the soundest currency in the worldt" 'lh1e 1a 

100 

very rough, but I think I can get it over. We 
don't bave to worry about hia purchasing power 
because it ie uaed r irat - we uae JDOney to 1n­
veet 1n stocks and bonds and mortgage& on houaea 
and our IDOlley ror that purpose baa had practically 
a unJ.ror111 purehaeing power. Aleo, on the outgo, 
where we pa:r orr a mortgage or rent on a houee 
or have payments to D*ke on various thing&, it 
eaya the mediUIIl or exchange baa approximately 
the same value in carrying out an obligation. 

Oh, I see what he means . 

Stability of purchaa1ng power. In the laat eix 
yeare it haa bad remarkable atabili t:r. 

And third, i .n roreign trade, reasonably stable 
1n terms of goods ror other na t ions that we 
have to bu:r or eell to th881. Now, be wanted to 
get tha t in there 1n the beginning when "e talk 
1n ten:us or American dollars being the soundest 
unit or currenc7 in the world. 'lben be wants 
me to say, "What do peoele •an when they talk 
about a sound currenc7! Do you get the idea! 

Yea. 

Do you think it b elongs 1n here! 

I think it •••• 

We will eee what we can do with it. I know what 
he would like to eay , but it ie one ot those 
words that sounds n i ce until you examine it, but 
we can do something with it. 

A couple ot thinga. 'lbey don't have to rear it 
i.e going to decline greatly 1n value , that it 
1a going to beCCIIII& worthlua, that ita purchae1ng 
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H. !l . Jr: 

Gaston: 

H. M. Jr: 

Vfu ite : 

Gaston : 

H. lo! . Jr: 

Gast on: 

H, !.! , Jr: 
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power haa been re.markably stable both here and 
a broad o ver tho last six years. Well , when you 
do it, do it on a separate page , because I am 
pretty well set in my mind on this thing, you 
aee . 

Mrs . Klotz, make a note that t h i s talk of mine 
1a to be sent tonight to our Attaches in London, 
Paris and Berlin, but not to be sent until mid­
night . It ia to be sent by the State Department, 

On the top of page five , I "'rote down that we 
were to make it plain tha t the Go vernment itself 
does not buy. It ia indivi duals in payment of 
mi scellaneous 1tema and no t the Government . 

Yea, that - s in the ea rlier draft. flo had a 
pa ragraph that we can re-adapt to th1a . 

He kep t saying , "This i s good." I have seldom 
seen him so tickled. 

r;eu, that 1e fine. I thought when we loft here 
last night it was terrible, then I read 1t over 
tbia morning and I thought it was swell. 

I read it this morning a t 6 :30. I thought it 
was ewell. Lot me just read this thing out 
loud and aee h9w it sounda. 

Incidentally, aa soon aa this thing is fini shed, 
all three of you go home. 

'ile will leave the Treasury. Ylhethor we go home 
1a another question. 

How do you like ball games, •Barry? 

"I have t aken tho liberty of departing from the 
top i c - -" Now, I don 1 t want to a t art ott with 
an apology. 

I t h ink that had better be chansed . 

I told the boys this a t.ory. See how you like it. 
I told the ne~spaper men this story. D1d I t ell 
you my fish story! 
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Klotz: 
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White: 
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No, you d1dn • t . 

Well , they aSked me why we talked on gold in­
s tead of the budget and I said, "Hell , I will 
tell :you a story. This 1a what I thought I 
would say to t ho ladies. I don't want it 
written out . I wil l just do 1t. You will 
notice I am down f or the debt. You may wonder 
wh y I am not talking a bout the budget instead 
of the gold." I sai d , "Let me tell you a litt le 
story. I attended a dinner for the visiting 
nurses t he other evening and Dr. Lyons , who is 
president of the medical society - - • Incidentally , 
he is the can who operated on me, terri bl y nice 
and very good l ooking. 

Oh, reallyt 

Yes , just 1n passing. 

When a re you going to get operated on? 

I neea an operation. 

One of tho visiting nurses called on a poor home 
and when she visited t h1:11 woman :llhe said , "Before 
I can do a nyt hing for you, you will have to take 
a hot beth. Have you got a bathroom?" ~h. yea." 
"1'1here ia itt• "Down the ball." "Have you .got 
a bath?" "Yes. • 

It doem' t have coa l in it . 

It doesn ' t sound like the kind of story you should 
tell there. 

So t he nurse went down and l ooked at t he bathtub 
and i t waa ful l of water and a bi g fi sh was :~~wim­
cing 1n i t and she aaid, "fl.,ll, you have got to 
get rid of that fish ," and t he woman said, "Well , 
we can' t get rid of that fi ah until we eat i t . • 

That didn ' t go over. 

I t didn't go overt flell1 I can ' t give a tall< on 
t he budge t until I can d1gea t it. 

Too subtle. 
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I! , J.!, Jr: All right , we will not give it. 

'flb1te : But I tldnlc a good story 1a the way to change 
this . 

Bems tein: I 11lce the distinction you ake. 

l! . t.: .Jr: Ha r ry , you and I know l ota of good stor1ea, but 
I don't think - we're not talking before a man' s 
smoker. 

White: No , but I thi nk some light tone t o introduce that 
would be good. 

H. W. Jr: All right . I don ' t want to sta r t with an apology 

Whi te : 

ll . LI. Jr: 

in the t1rst paragraph. . 

"One thing you will hardly need to be told a bout 
our 1110n etary system; that 1e, that the American 
dollar 1a t he soundest unit of currency in the 
wor ld. Ita value is unquestioned here a t home 
and i t i s not questioned anywhere else in the 
worl d," 

Then you a re going to condder whether you want 
to put in the President's def1n1t1on of what 1a 
a sound currency. tlow, we are getting into the 
domesti c t1eld. I don't know whether you want 
that o r not . The tact tha t h e a sked doesn't 
mean that I have to . 

I think we ay be able to work out a couple of 
sentences related to gold wh i ch will fit in at 
that poi nt . 

Pa Watson told me yesterda y I couldn't give this 
epeeoh. I am just - ~ point in saying t hat 1e 
that I don ' t have to do i t . 

Pematein: In 19~ when the Presi dent ade a f ew apeechea 
on gold, partieu1arly in October and possi blJ 
also in hie meaaage to the World Conference, h e 
treated th1a i dea of stabiUtr of purchasing 
power from g eneration to generation and JDU may 
want t o t1e 1t in wit h What the Presi dent hal 
said, 
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If you make i t from generation to generation, 
then it becomes economically sound. 

If I could quote from the President, as the 
Presi dent said --

We will comb hie speeches a nd pick out a couple 
of sentences related to gold. at that point. I 
aa pretty sure we ought to be able to fi.nd some. 

For six years it has had. that atoadi.ness of pur­
chaa1ng power that he talked about. 

Well, you have got the i dea, gentlemen. 

"It is a sol i d rock of etrength and stability 
amid all tho monetary confusion cr eated by 
aggression and war. It ia more than a domestic 
currency; it has become in the last few years 
more and more an international currency. People 
throughout the world who are driven by disaster 
and fear to hoard curr ency prefer to hoard the 
currency of the Uni ted St ates , if they can get 
it . • 

Instead of "if," I should think we should aay 
"when. " 

r think instead of "prefer to hoard," "prefer to 
hold. " "Prefer to deal in. " 

llo , I like "hoard. • 

When they can get it. 

"VIe have tried tbrouall many means to facilitate 
stability of the currencies of tho world. An 
outstanding example o f an effort l'lhich we ini­
tiated - - • Do you think it ia immodest to say, 
"Which I initiated"' 

No. Say the Treasury ini t iated 1t . 

Then leave it "we.• 

You ge t the feeling of "we• through the epeech. 

104 
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"In all, t.'lle six leading democracies of the 
world have sub scribed to t he princi ples of 
t hat Accord. Further progress in the field 
of international f inance and t rade must be 
deferred by reason of t he cataclysm i n 
Europe." 

I think i t has to be so~eth1ng else besides 
"we , " becaus e 't l:ia't 1s too g eneral. It seems 
to include the world. It ei t h er has to be 
tne United States or t his Treasury Department 
or t h is Ad!:>in 18 t rat ion or s01111 t.b.in8. 

I don 1 t think you have spoken about 8 we" ex­
cept as the United States an:vwhere through the 
speech. 

H .~ . Jr: Well , I didn't necessarily i nitiate it, I mean, 
thinking i n term!l of - we sort of gl'ew up wi tn 
1t, I wouldn't stress it. I mean, it sort of 
gr ew up, all three Tr easurie s were sort of in­
volved. 

9emat e1n: What I ha d in mind, i f t h is is a speech to a 
group of polit1cally•mindod women who are eo1ng 
to I!P back and preach tne gospel, I should think 
the y would be interested in being able to say 
that ei ther t h e ~reasury or the Administration 
had ini tiated it. 

1 "'s _v 

H. h! . Jr: Why not just s ay - well , i t is t h is Administration. 

Klot~: Well, it i sn't , i t is you. 

R. C. J r: I did initi ate i tt 

Klotz : You did ini t iate it. 

H. )! . J r: All right. Put it down and argue about it. 

"One of the mos t otriking developments of these 
recent years has been the universal confidence .. . .. 
1n the Ameri can dollar aa one of the very f ew 
certain things in a highly uncertain world. 

"Some of our ci t i zens Who adrl1t the strength 
of the dollar and the wcrld 1 s confi dence in our 
currency, now sugseat that confidence ' in our 
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dollar baa resulted 1n th1a eount17 receiving 
too much gold. 

"During the last 6 7eara we h ave acqu1red about 
$10 billions of foreign gold. " 

"Foreign gold" or "gold from abroad"! 

"OOld from a broad." 

I throw these things at 70u. I am not going 
to argue, but i f I reel atrongl7 an ~ing, 
I will just sa7 what I want. It 7QU don't 
like it, don't use i t. 

"Yihy baa so much gold o0111e to the United Stateat• 

The reason I sa7 •roreign gold," there might be 
some gold sent abroad and come back here again. 

I think 1t 1s beat not to carry private gold •• 
foreign or domestic . 

I throw these things ou t and you can do an7thing 
you like w1 th them. It might perfectly well 
be our own gold coming back again. 

"Why has eo much gold come to the United StateaT 

"In the first place, we have exported ~7 b1ll1ona 
of dollars worth of goode and services in exceaa 
of the -ounts we have illlported. 

•secondl7, large volumes of foreign t\nda have 
come to this count17 to be placed and kept on 
deposit with our banka . Foreigners have sent 
their tunds here for safekeeping because of the 
peace, stability, and security which this country 
enjoys. 

"Thirdly, foreigners have made large inveotmenta 
in Ameri can induatriea because foreigners think 
American bu.e1neaa 1a a aafe and prot1table in­
vestment , Finally, Americana have been with­
draWing their !'linda from a broad and l1qu1dating 
their foreign investments i .n large eume because 
they prefer the dollar to any other currency in 
tbe world, 
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"It is for these reasons that we have bad so 
large and continuing a favorable balance of 
paroente; it is for these reasons that gold 
has co"'e and 1a continuing to co:ne to the 
United Statea . 

"The continued acceptance or the gold that 
cO!!Ie a here is the only sound oourse or action 
open to u a . • 

Did you see this? 

I told them about that, tha~ka. 

"There are other conceivable courses or action 
but they would all have d1aaatroua cons equences. 

"Take , for example, the proposal eo frequently 
made to ua that we stop buying gold, It haa 
the charm or simplicity. All that we have to 
do is to prohibit gol d imports by a Treasury 
order. But let me tell what I t hink would 
happen. The immediate reaction would be a 
sharp incz•oaae in tile value 0 r the dollar 1n 
terms or foreign currencies . " 

That ia an awfully technical s entence, Harry. 
What I thouG\t you might put there 1a , "As for 
example,• and give a little example. 

We night try 1t. VTe would have to Sf! lect the 
currency a.nd we were reluctant t o do that. 

Use the pound. 

\'/el l , I will see . These two sentences are 
difficul t . 

'.;'bat could be stated similarly in another ••Y• 
Aa I s•;r , after all, i t 1a very highly techni cal 
language. I was th lnktng or some simple example. 

"Forei gn currencies, 1n other words , would a t 
once sharply depreciate and a oba1n or foreea 
would be aet in mot ion whioh would d isrupt 
our trade. 

10? 
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"Pirat or all Aaerloan produota would be 
.uch 1110re dU'tlcult to sell 1n foreign -r­
lceta, 'l'hh would not apply ao much to war­
goode --airplanes, ~ta, etc. --• 

You don ' t ...nt to aay there, •or 1a lt obrtous 
boeaueo they h ave to have theeet" 

No, I think that should be stated , 'l'bla would 
not apply - they have to have theeo . 

Yea . 

But when lt canes to a - they have to have t hose, 

'l'holr nocoeaity is eo groat tha t tbey would 
probably pay any pr.lco they had to pay. 

Somotblng lllco that . 

• .... but it would h.lt hard our export or hundred• 
ot a gricultural and industrial commodit1oa not 
vital to t h o conduct or war. We would lose 
heavily 1n tho very market• we will badly need 
when t he war ie over. Incroaeed imports ot 
foreign goode , at tho same time, would react 
oven more drastieally on our d0111os t ic economy. 
It would be just t hose very ltou wlllch compete 
with our domeetic Dnutacturee t hat would flood 
our homo ~kets. We would not be encouraged --• 

I don' t understand that sentence. "'''e would 
not be encouraged to boy much 1110re rubber or 
t.ln." I don't tmdorstand what that means. 

The thou€Pt I had 1n m.lnd there 1s that the 
goods that would flood our -.rketa would be 
those that would compete w1 th ua. It wouldn 1 t 
b e tin IUld rubber that we doo • t produce. 

That 1en1 t clear, Barry. 

Ho, 1t 1a not clear. We paragraphed that and 
put an add1t1onal eentence on that . •e would 
not be encouraged to buy auch ~K~re rubber or 
tin. 'lheao are the co~.1t1ea that we do not 
produce at home.• 

We will have to tu that liP• 

108 

Regraded Uclassified



H. M. Jr: 

l oll it& I 

H. !J. Jr: 

White: 

H. W. Jr: 

':'Illite: 

H .~ . Jr : 

White : 

ll . M.Jr: 

White : 

H . ~.Jr: 

\~bite : 

Gaston: 

H. !J . Jr: 

lobite : 

H. X. Jr: 

Whitet 

- 10 -

Incidentally, --

'!he next s entence makes it clear. 

Incidentally, one thing, 1n talking about the 
reasons the gold came here, the President used 
the subject which you used and dropped out, that 
one of the reasons why so much gol d comes here 
is due to our high tariffs . 

Well, that ia i mplicit 1n trade. fie can say, 
"One of the reasons for our large excess of 
exports • 

"Excess - - " 

"One of the reasons why we are - - • 

"l'le import r elative --• 

• •• • • that we are not importing more 

" •••• more - -" 

" 

" .. .. that we are not importing more and therefore 
having such an excess of exports , is the high 
tari ff schedule that we will name the Tari ff Act 
of 19:50. • 

He mentioned it and I am throwing it at you. 

It 'IIOuld have to go 1n earli er. 

It is a vital point 1n the picture. 

Yaa , and he put his hand on it that we don ' t 
mention it , 

It isn't too s ound, because our exports began 
incr easin8 chletly last year and t hi s year an4 
the tariff has been lowered atea~lly since 19:54. 

Harry, I would be the last one to have you put 
1n eaneth1ng that isn't sound. 

\Vall, we Will get sa"leth1ng. 

1.09 
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Tou~l But you agree that eentence ia not water­
prootf 

Right. 

The rubber and tin sentence 1e not .... terproot't 

I see, 

Right. 

tlO 

Thank rou. Harey looks a little tired thia mornins 
or 1111 Jokes are tired, 

•aut 1118at and dai.ey p.roducte, textiles, and h~da 
ot' other ~ut'actures would at once be subjected. 
tc sreatly intensit'ied competit i on .tram abroad. 
Furthel'IIIOre, '-ricana Wbo haYe investments abroad 
would t'ind that they had su.t.tered wbetant1al 
loeees overnlsht , just as foreigners with 1nveat-
1118nte here would find that t hey had windt'all game 
overnight. 

"So you eee this eimple remed:r 1e, 1n et'tect , a 
proposal that would CO!IIPletel:r disrupt our t'oreiSJl 
excbansea and our trade and greatly increase un­
employment 1n this country. And eo with the 
other naive proposals 11hich eose wll-aning 
citizens aussest ae a remedy .tor our accu.ulating 
sold stocka. 

"Shall we follow their advice and cut the price 
for gold? A moderate cut would be 1net.tect1ve, 
and a cut euff ioientl:r larse to reduce our annual 
gold inflow by a billion or two --• 

I don • t like that "billion or two. • It 1e a 
little flip. 

we baq tc make it a lara• a.ount. 

Then aa:r, "b:r several billion•. • I mean, k1n4 
or band ;ring a round.-

'l'he;y only ba ve three. 

I wouldn't put an:r nsure 1n at all. 
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You have to put a large ~~mount there. 

Don' t do it the wa y it is . It is a little 
bit fl ip. "A billion or t wo , what is that , 
as Secretary of the Treasury?" 

I see. 

" .... would introduce the same conditions a a 
would follow on a prohibition of gold imports. 
I t would moan a serious decreaae in trade and 
a big increase in unemployment. 

"Shall we diacriminate against certain countries 
1n the purchases of our gold? Such a policy 
would not even have the virtue of effective-
ness. The active cooperation of practically 
the Whole world would be required to prevent 
any one country 1 s gold from circulating. Ob­
viously this would be impossible under any cir­
cumstances , let alone at a time such as this . 
Besides , tho value of gold depends upon ita 
unq\w.lified use and acceptance aa an international 
medium of exchange . To l i mit its acceptance 
would mean to reduce its uaefulnesa. 

"There is yet another alte rnati ve which has 
always been open to us. Instead of taking 
gold we could have granted credit. Americana 
could have aoCUI:IU.lated huge unsettled claims 
abroad . lie have had experience with that 
system -- extensive experience - - in the decade 
that ended with the economic collapse of 1929, 
It i s doubtful tha t Americana would want to 
repeat the exper i ence . 

"For the excess of goods we shipped and for 
t he dollar credits we granted we have taken 
gold in the last six years instead of prom­
issory notes. The phrase ' good aa gold ' still 
has real meaning in the world. I prefer the 
gold t o pieces of foreign paper. I think 
most Americana do . 

"Our gold policy i s carefully adjusted to 
the reali ties of a complex world situation. 
There havo boen many glib suggestions for 
changing it. F.xam1nat1on of each of them 

.. 
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has 1•cveal ed, a s i n the examples I have men ­
tioned, that in the effor t t o remedy fancied 
evils they t toul d br ing on real d1sa ster. 

•or course , should basi c condi t ions a l ter , 
should we be confronted with new and unfore­
seen economi c and political developments , the 
government Vlill necesecrily ~e>ke such action 
e>s will bost protect AMer i ca.n interests. It 
i s to be prepared fo1• ~uch contingenc i es that 
the poworo with respect to gold operations 
have been kept flexibl e . Eut nothing has 
appeared to date nhlch vtould warrant any chango 
in o.tr .,old polic:; . 

"There is only one sound way in which •:e can 
r.ork to roduco the inflow of cold and to pro­
mote the return of at least a part o f the 
\lealth i t represents to useful servi ce 1n the 
l ands fran which 1t came. That wa; is to do 
evei";thin!; in our pov:er to contribute to the 
return of peace to the world nnd to encourage 
recono tr\tcti<'n and the t•e s tol•at!.on of no~al 
trade . With the restoration of enduring peace 
and ecor.onic stabili ty abroad the col d problem 
will solve i t self. Our c;rea t export surplus 
will drop, not bece.u~e •:e o'"all ~ell less 
abroed b\t t becnuse re :~!".all tuy ::ore . Po:•ei(;n 
capital vtill be graduall; repatr~ated - not 
becnu• e r:e drive it out bu t because 1 t is 
a ttracted ho, e by the ree~er6ence of security 
a broad . Cur investors will once aea1n invest 
their tun.l& abroad -- not becaus e of the 
sctlt•c!ty of opportun:.ty a.t home but because 
of r rentl7 enhanced opportunit1Gs fo r sound 
and prof i tab le i nvestments in other l ands . 
And finally our tourist:J r.ill spend hundr eds 
of millions ~;~o re in fo r e i g11 countri es. 

"Theso c.re t he devel opments •ih ich will auto­
~atically an~ ~re.cually di rect the flow of 
s old a 'Nay fro:· the. t:ni ted Stt.tes . These are 
the devel opcents upon 1<hich .:e ::mst concen­
t r ate . 1:o must concentr ate on the pr omotion 
of fUrther reoovery here and peace and security 
abroad not in order to corr ect the gol d s i t u­
a t i on, bu t because p rosperity, peace and 

Il l 
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aoeur1t:y aro in tb-olvee the eupreJDO eDde 
of polic:y.• 

Now, what do :you 1110an b:y tba t t 

Tboy are t he h i gbeat goal of an:y s ocial aotivit:y. 

Or policy! 

It sar;e , "supreme ends of polic:y." We coul d 
aa:y , supreme end a of government." 

No , I like "pol1ey ,• but I just thl.nk - have it 
"poli cy" or •the government ' a polic:y. • 

Ko , it bas to be of pol1c:y in genera.l. 

All right, leave it. 

Would you want "higher" ina toad of "supreme"! 

I think "supreme" i s the atrongeat word , aDd 
after all , 1t ia peace and proaper1t:y. 

No , it 1s al l right. 

That is what we are chasing there. 

It 1a all right. 

• 

•That their att ainment will also solve the world'o 
gold problem is only a by- product , but an 1111portant 
one. 

"I should like f in&ll)' to turn to the question 
of the ocnt inued wsetulnoaa of the gold wa have 
and the gold we are going t o get. Tbe matter 
aeema to be troubling oome people. " 

Does that aound a little flip! 

Yea. "The matter is troubling some people.• 

•Let me reassure :you onoe and fo r all . As long 
as there are independent nations, and aa long 
aa there ia international trade 1n SPod• and 
services , ao lC11J.6 will l t b e neceaaary to settle 
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1nternat,onal balances , Gold 1a tho inter­
national modium of exebanao par excellence. 
Ita a cceptability 1a un1veraa11 ita utUity 
as in ten:~~. tional money aurv1vea changes in 
economic ayateiiUI , It 1s uaed and needed just 
as much by the pures t democracies as by 
dictatorships --" 

Harry, wher e is our pure democracy? 

The United States . Those women wo~ldn ' t deny 
it , 

Whe.t? 

l'iell, it 1a thouQ>t here that even if the 
democracy were pure, we wo~ld still leave -
we have taken the two extremes. • •••• b~ the 
purest democracies as by dictatorships. 
I suppose llorway was - no. I th1nk it 1a 
pennissible . 

1.'/ell , you co~ld say "plain democracies , " 

It i s all right. I don ' t like the "plain." 

"., , ,as much by capitalist economies as by 
socialist economies." 

Instead of saying "socialist" I would just as 
11of say "bolshevist." l'lhat ia the Russian 
Gover nment, communist or bolshevist! 

Gaston : They call it socialist . 

\'lh1te : The economic antithesis of capitalism ia 
socialism, 

llernatein: If you want a parallel word ror "purest demo-
cracy, " how about •extreme dict.atorsh1p"t 

R. H. Jr: Sxtremet 

Oaaton: Extreme is good. 

l:! . ~l . Jr: I think that is a good point. 

11t 
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V.'!lite : Does that suggest possibly that we have a 
dictatorshi p here , but it 1a no t extreme? 
Would that have that implication? 

Eernste1n: loell , I think you are giving the two extremes, 
ot a pure democracy and an extreme d ictator­
shi p . 

\Illite : 

Klotz : 

l! . lt! . Jr: 

Kl otz : 

H .~ . Jr: 

'l<h1te : 

H. !J. J r : 

·.;hi te : 

H. t: . Jr: 

I think I shoul d l eave ffpureat " out i f you 
have to put "extreme" in dicta.torahip. Well , 
we will argue it out. 

I ..-oul d . 

You would leave out the "purest"? 

Yes . 

I don't like the words ffpurcot democracies . • 
'lbere isn't such a thing. 

There isn' t . It is an abstract . 

I woul d aay i t i s used a s much tor the demo­
cracies as by the dictatorshi ps and leave out 
t he TIOrd "purest . ff I don ' t t hink you are a 
"puris t " when you usa the T~rd "purest . " 

"Pure" i a a strong adject i ve . I think i t 1a 
de~irable fo r effect to have an adjective tor 
both of them, wh ich we wlll try to get. 

O. K. 

"And the ract that some countries f ind i t 
possib l e to conduct the i r international trade 
without gol d does not mean t hat they pr efer 
to do so any more than people reading by 
candlelight do so because they prefer candles 
to electricity. 

ffGol d doos no t lose ita value beca.uae some 
countries are forced to resort to clearing 
arrangements, barter, i mport controls , and 
other substitutes. All these substitutes 
a.re a.dmittodly a worse alternative . They 
a.re admittedly a meth od of conducting trade 

!~S 
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and finance Which will only be adopted when 
a country does not possess adequate gold 
holdings . Governments resort wholly to these 
substitute methods for keeping a country's 
balance or payments in equil1br1= only during 
times or great and prolonged stress and in­
stability, and only when for one reason or 
another they have been unstable to prevent a 
loss or practically all their gold holdings. 
All countries would like to have more gold , 
a.nd the countries whi ch have the least are, 
you will find , countries ~hich are striving 
most to add to their gold holdings . 

"To be sure, 1t the politi cal pi cture of the 
~rld should undergo a drastic change in the 
f\tture so that instead of !1tty or sixty in­
dependent nations there should exist only one 
or two groupe dominated by ruthless powers , 
then international trade and finance may assume 
the character or domestic trade. There will 
cease to be independent monetary systems, as 
there will cease to be independent foreign 
policies . Balances betwoen countries will 
be settled as balances between our atatea 
are settled now -- that ia Wholly by trans­
fers or depos i ts . Under aueh cireumst~cea 
it mi~t well be that gold would no longer be 
needed. But under those circumstances, lite 
would be ao different , that the possible 
lose i .n tho value of gold would , I am sure, 
be the least or our worries. " 

There is one definite chsngo I would like . 
Instead or saying "the least or our worries," 
I woul d like to say "the least of our troubles.• 

Yes. It is more colloquial. 

I want one word or ri13 own, please. 

•certain sovernments may boast or the day when 
independent democracies will disappear, I tor 
one, have no rears that such boasts can be 
mnde good. I am as confident that gold will 
continue to be international money aa I am 
that the maJor i ty or nations will succeed 1n 
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maintaining thell' independence. tilth the 
ret\U"t\ or peace and of no:rmal economic and 
political relationships and barriers to the 
free flow or goods , capital, and sel'vices 
will be gradually lowered. 

•one word more - - 'l'!e swap .:e made and are 
makinG 1n return for gol d was not a bad 
bar gain. It enabled us to increase employ­
ment and recovery. >le have expanded our 
exports and encouraged our domestic industry. 
And not least of all we have acquired the 
safest physi cal asset in the world, 

"I suppose there may be some sincere people 
who have been disturbed by stories that this 
country has a monetary policy that threatens 
to cause the nation loss. If you meet such 
people, I hope you will be able to reassure 
them. You may tell them that the createst 
and richest country of the .:orld has the 
beet and soundest mone tary s ystem and that 
there is not tho slightest reason to fear 
that it will not remain sound. 

111'/e can feel entirely comfortable in the 
possession of a supply of sold with ~nieh 
r.e can meet 1\1 ture decanda on our oonetary 
system without any shock to our econo:ny. r:e 
can be prepared also to play the part we 
ou£tlt to play in the reconstruction of the 
t:orld tha t must follow war's senseless 
destl'Uction. • 

Herbert , the President is not interested in 
four ships for the Coast GUArd to pi ck up 
nets . 

!luoya in place of nets . Not even two? 

No; he said to inquire what you could bu:7 
or rent fran existing f1ah1ng sh ips. As 
long as he isn't interested , lot the Navy 
f i ght for it, see . I.f you will have this 
rewritten, he will give ue tho guns . 

Have 1t reWl'itten to covel' only the guns? 

117 
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OD17 tbll g~ma. 

'l'be moat e88et1a1 th1Jia 1a the 11atm1Dc 
appe.ra tua. 

Oh no, juat leaYe out the tour ehlpe. 

or course, actuall7, thie Whole thing ebould 
be the llaYJ'• reapone1b111tr or mak1Dg pre­
pe.rat1cne. 

He haa had the thing tor two houre, 

(Telephone oonvereat1on with Dr. Viner tollowu) 

·UI . 
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Do you want to get 1n touch with Mrs . McAllister! 
She very much wants a preliminary draft. She 
called up a half dozen times yesterday. 

She gets i t tonight when the press gets i t. 

Is it necessary to tell her the change 1n topic! 

Oh, yea. Is she back! 

Didn't she call up personally! 

It was the head of the publ i city department. 

Tbat 1s up to !2li ck Schnrz. I will tell Chick . 
Be can handle t he thing. Now, when do you 
fellows want to see me againT 

I don' t tb1nk i t will take more than a rather 
bri ef time . ~lhenever it is convenient for you. 

Does 3 ;00 o ' clock rush you too mucbT I will 
bold 3:00 o ' clock and if you are not ready at 
3 :00, I will aee you when you are ready. 

I think we will be ready. 

The only a ppointment I have t his afternoon is 
at 4:00. Would you rather see me after 4:00! 
Let - de it this way. I am going home to 
rest . l'ihen I come back I will call you and 
see whore you are . Bow is tbatT The only 
a ppoinb::lent I have 1s at 4:00 and 1t will 
take 15 minutee. 

(»r. Schwars entered the conference) 

This speech won't be ready until sometime after 
4:00 and you have got to take care of these 
women. 

And the distribution! 

Did I tell you we wanted half a dozen seats! 

I took care of that . 

"! '8 --
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You are going to take care of the d i stri hutiont 

Of the speech or the aoatat 

He eai d the dis t ributi on of the women. 

Have the bo}'s been asking an}' more? 

1hey are eager tor it. 

I wouldn't tell them until 5 aOO. 

It is just as well to avoid the temptation. for 
any of the morning papers to predict it. 

Tlhon does the ship change overt 

Tbe wire service ie about 10:00 p.m. 

I mean for tomorrow, 

They close down about 3 a00 a . m. 

Why not tell them they can ' t expect the th.ing 
before 6:00 ton1gntT Between 5 a00 and 6 :00. 

.{20 
t 
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To: 

From: 

Troaeury Depar~ment J40 
Division of Monetary Researeb 

Date 

Draft dj •cussed at meeting in 

Secretary ' s office, llol5 a .m. , 

l.!a;v 2, 1940. 

(This is t he draft wh i.ch WAS 

delivered at tho Secre~.&r;v 's home 

~ aessenger the ni~ht before. ) 
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tbl top1c Wbtoh wu or1c1na117 ue tpa4 to • llben 

I we Uke4 to a44:reaa thta ... t1111, 1D order to 

talk to :rou abOut tbe IIOMJ' ot th1 ltl1 teeS Statu -

aDd part10\llarl;r about cold. I 11o tbta bea•u• I 

tb1Dk tbe aabliOt 11 one 1n 11b1oh all ot :rou a:re 

1ntereetec1; u11 1 t 11 one aboUt wblob :rou ~~q be 

OM tb1111 :rou wlll har4l;r 01111 to be told 

about our .,.tarT a;ret.; tbat 11, that tbe aertou 

dollar 11 thl aoun11eat 11111t ot Olli'J"8DOJ' 1D the world. 

Ita ftl.u1 11 QDQ•etlorw4 bl:re at ~ llld lt 11 DOt 

quentolll4 &.Qiwtw:re 1111 tn tbl world. 

-
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It 11 a eoltd rock ot •tna~U~ IDc1 atab1Ut7 -.td 

all the .oneta17 ooatua1oa CrMte4 b7 -arua1oa 

ad ar. It ta .,,. tbul a dO ... ttc ourr.ac:r; tt 

bU beeo.e 1D tile l&lt tw 71ar11 .,,. aac1 .,,. u 

taten~~ttoD&l curreDC)'. hople tbroupout tbe world 

wbo IN c11'1TIIl lJ7 c111Utar IDd fMJ" to board CUI'r.DC7 

prefer to hoard tbe durr.nc:r ot tbl Unlted Statea, 

tt tbl:r caa cet tt. 

We baYe trted tbroUih ~ M'DI to taotlttate 

ltab111t7 111 tile ourr.actea ot tile world. .&ll 

outetac11D& e:cupla ot • ettort 11b1ob w 1att1ated 

11 tbe '1'1-tparttte Accord ot S.pt•ber, ~. Ia all, 

tbe 1tx leadtq ct.ooraot• ot tbe world ••e 

lubeortbed to tbe prtac 1plal ot tbat AOoortt. hrthlr 

PI'OIJ"NN ta tbl tteld ot tahnlltloaal ttMDOe IDc1 

• 
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trade 11118t be deferred b7 reaaon of the oatao~ 

tn Europe. 

One of the moet etrtktng deYelopmenta of 

. 

t heee recent yeara baa ~en the un1Yeraal conttdenoe 

tn the Amertcan dollar aa one of tbe very fn oertatn 

thtuge tn a htibl7 uncertain world. 

801118 of our ctt1uns who adlltt the etrencth 

of the dollar and the world 1 e confidence tn our 

currenc;r, uow euaeet that conttdenoe tn our dollar 

hu resulted t n thte country recetv1D& too 1111ch gold. 

During the last e :reara .. have acquired about 

$10 btlltona of foretcn iOld. 

WbT h&a eo a!Ch gold cc.e to tbe untted States? 

In the flret place, we ban eXPOrted~ 

bllltona of dollara worth ot cooda and eenlcea tn 

excess of the aaounta w h&n tiii)Orted. 

Regraded Uclassified



s.ooadl7, larplJ" wl._. or torelp r.da baft ._ 

to tbta co•tl7 to be pleo• aDd apt oa dlllllt 

wttb out bMJra. ron~pera baYe Milt tbe1r tlmdo 

ben tor oat.U.p1DC beO"M ot tM 1*10.1 lt&b1l1t;y, 

aertcu bui1MU 11 a oate uc1 profitable ta..-a..t. 

1D larp .,.. bUI\180 t11Q' prefer tbo dOllar to IIIV' 

other cw-uao7 ta tbe world. 

It 11 tor tbeM r.uou tb&t w ...._ bad • 

Regraded Uclassified



-
_;__.---r. J/__,.- r/ l V l.v { ~ / :_ . 

.; ' I ... (.. \! ·~ . " ~,_ ,-[, r; ..;· ~ ~-;7 ~ (...(,c~ rb- .I f 

~·-.'- ,--( t-~?A...LC2-o -,.s -; , I •, ' I /l ~ .. -"'t. 7 

, 1 <- ' ' ' t " · ) ~ ~ / ''l .. r ·u - \.... ..... . . 
tt ts ror theae reaeone that gold hae co. ~d 11 ~ ~ 

conttnulng to co~ to the Un1te<1 States. 

The continued acceptance or the gold that coNe 

here t s t he only sound course or actton open to u.s. 

There are othor concelvablo courses or action bUt they 

woul d all have disastrous consequences. 

Take, ror exac!Ple, the propoeal eo rrequently 

made t o us that we atop buying gold. It has the chara 

or st· pllclty. All that we have to do ta t o prohtblt 

gol d Imports by a Treasury orc1er. rut let me tell 

what I t hink would happen. The t nredlate reaction 

lfOuld be a Sharp 1ncreaae In the VIll Us or the dollar lD 

t ame or roroll>!l currencies. Foreign currenctea, ln 

other words, would at once aharply depreciate and a 

chetn or t orcea would be set tn 110t1on wblch would 

dtarupt our trade. 
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rtrat of all a.rtou produOte walct t. _.. 

110re cttfftoult to ••U ta foratca arute. !bta 

would aot appq eo aaoh to ftJ' pocta - atrplnt8, 

an~Mnta, etc. - but tt would htt baN OUl" expol't 

of blulc1l"ec1a ot acrtollltural ud lactuatrlal oa.octtttea 

aot Yttal to tM coDc1110t of ..... We would 1oM 

be&Yll7 tn tbe Yel7 urtete n wtll b&dl7 DMC1-.. 

the wr ta oYer. Iaorauect tllpOrte of foratp coocta, 

at the .._ tt•, W01Ilc1 nut eYeD.,,. dl"Ut1oall7 

011 our do.atto eoo~. It would t. lUt tboM Ye1'7 

Itt. wbtob CQ~~Pete wtth our domeatlo _..1tactuna 

that wolllct flooct OUl" ax.. ...Ute. We would aot M 

acolll"'&.ct to • -h .,,. nabber or tta. 

Regraded Uclassified



Bllt a:eat and d&1l"7 products, textiles, and bUDd~ 

ot other unutactuna would at once be .~,eoted to 

greatly tntenattled coapet1 tlon tr0111 abroad. rurtber­

more, Allertcana who have 1n'featmenta abroad would 

tlnd that they had auttered aubatant1e.l loaaea O'fel'­

ntght, juat aa toretgnertl wttb 1meatmenta here would 

ttnd that tbe:y bad wtndtall ptna O'ferntibt. 

So :you aee this a1~ple remedy ta, 1n ettect, 

a proposal that would completely dtarupt our t oretp 

excbqea and our trade and a:reatl7 tncreaae une~~Ploy­

li8Dt ln thta count17. ADd ao wt th the other natn 

proposals wbtcb aolll8 well-ae&Dtng ctttzena ·~~eat 

as a re8ed7 tor our acclalllat1Di iOld stockS. 
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Sball we tollow their a<Wioe and out the 

prioe tor gold? A moderate out would be inetteotiYe, 

and a cut sutticientl7 large to reduce our annual 

gold intlow by a billion or two would introduce the 

same conditione aa would follow on a prohibition ot 

gold imports. It would man a serious decrease in 

trade and a big increase in unempl~nt. 

Shall we d1eortainate acainst certain countries 

in tbe purchases ot our gold? such a policy would 

not even have the Yirtue ot etteotiveneee. The 

active cooperation ot pract1call7 the whole world 

would be required to prevent fUl1 one count1"7'• gold 

trom ctroulatins. 

Regraded Uclassified
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owto.-)7 tbtl wuld be s.-•lble aacler UIIF oboe 

.tuoel, ,.t a~ at a tlM IIUOb u tbU, INl•, 

till Yal.- of 1014 d~dll ~ Ita UDqUallfted \1M 

ud aoceptuoe u a 11lterMt1oaal edt• of e'KOh· P• 

to ltatt ttl aooeptaoe would ua to I'Meoe tu 

!ben 11 ,.t uother altenaatt•• Wb1ob bU 

al..,_ ._ OpeD to Uo IMtead of taktlll pld ft 

oould h&Ye INDted ored1t. Aartoa. eould baft 

aoo.lilated bup W~Httled OlaiM a~. We baYe bad 

upert-• wttb tbat .,..u.- uteulft eJQ~ert .... -

111 Ule deOade tbat •dec1 W1 tb tbe eoo~o oolla511 

ot 1818. It 11 ctCNbttul tlsat AMrloal Wl&ld wut to 

npeat a. ezpert_.., 

Regraded Uclassified
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ror tbe exc .. • ot pocle w ab!ppe4 Uld tor 

tbe doll&J' crec11te •• ll'Ulted •• ba'f'e tat• 10ld tD 

pbnH •100d •• &Old• at111 h&e real .. utq tn tbe 

world. I prefer the cold to ptecee ot toretp paper. 

I tb tllk IIDit £Mr1e&na do. 

Our gold poltc7 11 caretull7 adjuated to tbe 

reallttee ot a Cottplex world attuatton. '!bare ban 

f&DCled P111 tbe7 WOilld br1DI OD real d11Utel"o 

Ot couree, ehoUld bUtc coDdttlona alter, 

ebould •• be coDtronted w1 tb ... aDd l&foreBMD 

• 
tse 

• . , I 

Regraded Uclassified



wlll neceaaartl7 tab aucb action u wtll beet 

protect Allertcan tntereate. It ta to be pNpared 

tor a~cb conttncenct .. that the powore wttb reapect 

to &Old operattone han been kept tlextble. But 

nothtnc bu appe&l"ed to date Ybtch would arrut 

&111 cbanle tn our ao1.c1 pol1C7. 

Tbere te onl.7 one eound yq 1 n Ybtcb we cu 

work to r.duce the 1ntlow ot &Old ud to promote tbe 

return ot at l.eaat a part ot the wealth tt repr.Hnte 

to 1.11etul aerrtce 1n tbe 1aDc:ta ti'OII Yhtcb tt caM. 

. r 
151 

Tbat ft7 ta to do nerytbtnc tn our power to contribute 

to the return ot peace to the world and to 81100\lrep 

reconatructton and the reatoratton ot nor.a.l trade. 

'11th tbe reatoratloa ot endurtnc peace aDd ecoDOII!o 

atabtl1t7 abroad the aolc1 probl• will aolft tteelt. 

Regraded Uclassified
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our great exPOrt aurplu. wtll drOp, DOt beo&UM w 

ehall ~ell leal abroad but beoauee we lball ~ 110re. 

Fore1i11 capt tal w1ll be gradual]¥ repatriated - DOt 

beCause we drtYe 1t out tut beeauae 1t 11 attracted 

hO• b:r the resrraence of aecurt t:r abroad. Our 

innetore wtll ouce agatn tnveat tbetr tunda abroad -

not becauae of the ecarctt:r of opportuntt:r at home 

but beoauee of great]¥ enhanoec1 opportuntttea tor 

eound anc1 profitable 1nnet.enta tD other land8. 

ADc1 ttnal]¥ our tourtata will epend hundreds of atllioDI 

110re in foreip countrtea. 

!b .. e are the c1nel.o~ta wl'lich wtll auto­

Mtical.]¥ am ll'&dU&ll.7 direct the flow ot golc1 

aftT troa the United Stataa. !b ... are thl Clftel.oP­

asnta upoll 11b1ch we aust coaceatre.ta. 

Regraded Uclassified
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'' .wst conceatrate on tbe pro.tton ot fln"tMI' 

""OYI%7 here ad peace &D1 I.OIU"f. t7 &broad DOt Ill 

orc1er to correct the 10ld 11 tuatton, but blo.,.e 

proepertt7, peace ad eecurtt7 are ID tt lel'fM 

t:be IUP~ ead8 Of pollq. !bat tbelr attel.-tt 

wlll &leo eolYe tM world1 1 pld probla 11 ODl7 a 

b7..prod1110t, but an 111p01't&Jlt cme. 

I lbould like t1111.117 to tum to tbl queetlon 

of the continued u.etuwee of tM &Old • • blrfe aD1 

tbe aold •• are lOlii& to pt. !be atter eu 1 to 

be troabllnc ... p.ople. 

Let • I"MM8W"e TOll ODOe ad tor all. J/1 

10111 u tMre are tndlpelldat •ttoaa, IDd u lone u 

t:bere 11 tntemattoaal trade Ia 100c1a uc1 M"tcee, 

10 10111 wtU tt be DIOMIIIT to eettll lateratlnal 

Regraded Uclassified



1~ 
•K• 

balaDOM· CIOld t• u.e lntonatlotal M41• et a-

o!IUP pu- oxoeu..... ru .... ptUtll\F 11 _.... 11 

ttl utlll\F u tater.ttoaal ~ MarYlYN ....... 

1D IOODOatO IJ8U.• It II UMd utd DUded ., M 

aaob b)' the purut d..,craolol u bir cUotatol'lblPI -

u aaob b)' oeplt&Uit eooao.tel U bir IOOI&lllt 

eoo.-s... It 11 tbl rettaed t•trr at of ta'--tl~ 

exobN\p of aoocs. aad H"toee, u wll u aa •••aatt&l 

tap'edtoat ta tbe •n OOIIPles tater.tl~ ft llal 

tnuacltloM- Ul 1~ tbat bU r.ettOMCI 

wttbout oball ... for baDilndl of,..,... bll7 font .. 

CO\IDti'J' wtlbll 1 t blld .,n of ttl 110 fontlll OOIUibj 

llkal to loee ...,. of ltJ all oountrtol MO late tt 

U IOOil U tbaJ' Out &ffOJ"Cl to do 10 • 
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Jlld tbe tact tbat a-. OOWitrt• f1Dd tt poeatb~ 

to coDdUot their 1nteraatloD&l trade without &Old 

doee not ...,. tba t tbe:r prefer to do eo q;r .,,. 

!If 

tbi.D peop~ readllll b)' caucUel11bt do eo beolt•M tbe;r 

prefer caadlee to eleotrtcttr. 

Oold does DOt 1oM tte nlue beo11•ae -

countrtee are forced to neort to c~artq arruce­

..nte, barter, l~rt controle, and otber eubltttutee. 

All tbeee eubetttutee are adll1tte4l:r a worae alter­

D&tlTe. !be:r are adaltte41T a Mtbo4 ot condlaottlll 

tNde Uld ttnence Wbtcb wtll onl;r be &cSopted •• a 

countr:r doea DOt poa ... a adequate pld boldtJIII. 

ao.e.-..nta reaort 'lbollT to tbeee atbltttute Mtbodl 

tor keeptJII a countr:r• e bal.auce of ~nta In 

~C~Ulllbrt• oalT d\11'1111 tiMe of CN&t lftd proloapd 
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etrea ad tutabtltt;F, Uld oal7 WileD tor ne 

NUOD or uotber tbq ba'fe bMil .atablt te prn..t 

a 1011 ot pr.cttoa117 all tbetr &Old boldtll&ll• All 

ooUDtr1ee would 11kt to ban 110re colc1, ad tbe 

COUDtrt .. wtltcb baYe tbe leut are, )'OU Wtll t1Dd, 

COUDtrlll wb1Ch are ltrl'flDI JIOit to ac1c1 to tbetr 

&Old boldlap. 

'l'o be eure, tt tile pol1ttoa1 ptcture ot tbe 

world abould aDdeJ'&O a cSruttc ctunwe 1D the tutun 

10 tbat tut.ad ot tttt;F or llz\F 1DdtiiiD1tnt .atto• 

tbere lbould wet oD17 oae or two II'OUJ)e 4ce'•tecl 

b7 rutblt .. 1MM'"' theD 1Dtel'llllttoll&l tl"84e ad 

ftMDCo ~ ...... the cbareeter ot ~atto trade. 

Regraded Uclassified
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!bare wtll , .... 'o lie l .. r tilt -tu'F .... ,., ...... , 

U tbel'e wtll 0 .... W be 1DIIIIIB1•' ,_nl .. 

poltotoa. 8118JIO .. llatcua ooaatrtoa wtll be oaUlod 

u baluo .. botnea ov atatoe U"' oatUocl DGW -

tbat 11 WllollT 1lr 'NMIOI'f of ClepMltfo lbler 3lllll 

otro• taDD.. t t 1111bt wn be that pld Wllld ao 

loapr lla •octM• aat urular tllota o ~~- llfo 

1101114 be ao elttf.,_t, \bat tile poutn. ~ ta tbl 

ftlllo of plel woald, 1 • ...,.., be tb& ~ of owe 

110l'Ttoa. 

c.nata ...,..._u ..,. boUt of a.. esq .._ 

tlldOPIDS•t diMOntloo wtll dteqlllll', I tor _, 

laTo ao fOU"' that ..-a bout:a ... lla Mile INd• -

\ 
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I .. u contldeat tlat COld wtll cont1aue to be 

tntemational .onq u I • tbat the u,10riq ot 

11th the return of peace and ot no~l econoalo &Dd 

political relatlon8hlps &Dd barriers to tbe tree tlow 

ot cooda, capital, aDd 88r'llCes wlll be p-adU&llJ' 

lonrect. 

OM word more - 'f'be nap w made and( are \ 
"' / r r 
/ 

.Ulng tn return tor cold aa at! • lla~Abarpin. It \ 

enabled us to tncreue .-pl~Dt and 1"800'flll'7'. We 

have expanded our exports and encourqed our dOtDeatlo 

indWitl'7'. AM not leut ot aU we bPe acquired tbe 

latest Pb7a1cal. u .. t lD tbe world. 

Regraded Uclassified



. ' 
' 

-w-
" . 

1111o ban bMa clla"'*t•• 11r atort .. tbat tbU oo-'17 

' bU a 110Detaz'7 pOUR tbat tbJ'MtaM to NUllO tbl 
-b"tJ-~ 

wttoa lo•) It 70'1 •ot wob pooplo I bopo JOU 

will be ablo to l'taiMII"I ~. You MT toll t~ tut 

tbl ll'tat.et ud rtobe~ ••trT of tbo world baa tbo 

belt 8Dd ooun<S .. t 110D1tal7 o,.te. 8Dd tbat tbo ... ta 

t\r 
--~-l-t!b~ ... l'l1ltllfi'l'llirilt111t ........ to flU' tbot tt 1J11l DOt 

Wo Olll fMl atl ... l7 ooatortablo lD tbe 

poOOINlOA Of I wuppl7 Of COld 1J1 tb wblob W OlD 

llllt tutu... 1m'Ddo OD OW' IIODOtiJ7 IIJ8t. wltallut 

- obook to our ... .._. •• oa bo pr.pared .- to 

plq tbo part •• oapt to plq ta tbe reooutrultloa 

of tbl world tbat ..n follow wr•o lll?lloea 

Regraded Uclassified
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v 
,.._...;n 

hao aolr:ed ao \o &iTO :rou ooaa idea of what wo do 1.a 

\ha 'l'rlalllJ7. I bolioTO \ha\ l -. do tbat boo\ Jv­

tatUc 7011 bohind \ha OCIIllo and wlth \ha halp of 

'rho !rea11U7 dooo - thiJI&o booldoo eel-

loctiDC tueo. I\ IPIIld• .onq; 1t borrvwa a<>MJ, 

pl'iato aOD.q and OJI&8gl0 ill COld and Oilnr trtll1 ... 

actiou and IUII<eo tha purcbaooo of 111ppl1oo tor \he 

hderal Oonrnaent. .,.,._ !roa111r7 Departaent hao 

bolD. in the 011acltet-'btlotl.a&" - lo~~e bofore it 

boo-~p-appeal aatorial. J'or .ore \hall 

ooTOntr-tin 7l&rO 011r ~ah ban broacht cn.lllalo 

to ,Ju.otico. I'ONille officlontlJ -.4 otfooti'folJ 

Troa11U7 -to :nm "'"'"' -alero, 0011atorto1taro 

of 011r """"'~• nolotore of OQl' li~or :U.o, l.acoaa 

tu l ••• and naz<:otic U.e. !boo !r1a11U7 -r'r1111 

aatloaal lnulte aa4 o:aal.a01 7011r 'f>IC&"CC when JOV. 

r etura fi'OII abroad.. It ta1<11 care of l1clltb001o11; 

petrole alaoet lftl'7 aile of o..r oaoro0111 thoro Uno 

at loae\ oaoe a dq; hllpo boah ill 41ttrua; ntorc11 

ISO 
: 
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tile !ltritt .A.ct a:a4 -tn.uv lechlauoa, lotepe 

pn.....,.t accouh, a:a4 utll tble .,_ took can 

of l'Qbllo I!Hlth a:a4 coaetruotloa of '-Ural boa114-

1ace, wllell '111141r \1M llaorpahatloa P1aa tho11 

11n-1oee wen 4epartMA\alhe4. •• eobillhtar tile 

two bllllon 4oUar etabUhaUoa tu4 a:a4 protect 

tile latenaal a:a4 erleraal nJ:a.e ot tile 4o11Ar. •• 

nn priat poet- •'-P•· 
Too. •lcht w0114ft - eo ..., aoUrlU11 

oaa po111\}T be ooor«Uate4 lato Olll depar-t. 

Tlw eeoret h ettloiut pereoaul. .b e11eaUal 

of 1004 a4aWetrat101l h to eepu&tl the laport•t 

froa tile ulaportut; pol107 trOll rov.uu. Oal;r 

1t tile len laport•t ud the rouUu are 41lepte4 

to a.pabll &llht•h h U ponl\11 to pt tlt.rOillb 

tile aq. .&a ..,_lT ..... ual proreqahU• ot cood 

adalaletratlon h to .. leo\ a e\atf ot 111~ -

peteat, lqa]. &114 able anht•h wloo will ..aper­

rlll tile ro~&Uae wOJ'It ot the 41tferellt braaolle• 

ot tre....,. acUrlV aa4""' pallable for collnl­

t&UOII on laport•t aethre ot pol107. I -4 110\ 

r.la 7011 led111 t~Mt ·- ot ov.r ov.htu4bc ••o­
•u .. , 1a the fteaR1'7 ""' - · T• .u ~~:aoor 

161 
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)(n, ••lllo ~loe 114u, Db'ootor of tbo Ilia\, &114 

llro. llorloa lliahhr, oar .Uoh"-t !Nanror, to 

aenuoa oalT two of tbo ..a;r •- wbo bol4 s..p,r­

taat poolUoao wl\1& ••• 

OIU' ottlctal 4q 'bectao at 9 o • oloclt ""' 

a oot of tho lliiiCilthoo aro at tboir dall<o 'before 

thot hoor. ~illc ""' ~aro 1a 'faah1ac\oa, I hAw 

- pw.to"'-1 for the IWIU, foi'M4 loac .,.,, ot 

pUillc Q at ~loU put alL !hio chn .. a oppor­

tul.tT to cl- throacb tho loMiae -~p~~p~ro 

&114 fWih ouahlac tho roporh &114 Ao-ah 

wbloh I tool< 11oM tho owaiac 'boforo. Ofha 'b;r 

,..,.,...thir\7 I han ~ to - or 110r o of ""' 

uobtoah 'b;r hloplloclae oa4 U 1o aot ........-aa1 for 

OM of ._ to walk tho w o ailoo tro. ""' 11oM to 

the oft1oo 1a orur to Uocv.u , ... pro'bloa whioh 

I - Mt han ti.M t o ooulur lot or 1a tbo dq. 

Solldal<14 ooppo1at.oah 1a ""' otfloo 'boc1a 

ot 1 11!5 wbo llr. llorlo Coohra , the 41rootor ot 

oar two 'blllloa Aollor otal>ll haUoa 1Uio4 roporto 

oa 4nolo....,h 1a tbo 111141ac forolp IIOUT 1181'11»h 

of tho worl4. liT \bot hoor, llr. OoohrM baa -

la tolopboaio o-oaU• wl\1& ou flooal acoat, 
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t.b1o h4aral lle .. rft llalt 1a •• Toft: MOl wUia fre&IOU7 

--tauwo 1a t.1ae l""'ac f!••ohl -~n• et 

t.be worl4. It to lab kd.Moo ~o ••~ \be wor14' • 

Mae7 ...-teat, MOl to llrbc to WT a\tntioa aaUero 

ot I.Jiport- uiolac ri tb. roopect to t» •ll~r. 

sold, .. torolp •Slllb.&&o .. OI!Pl tal IIOI'Itoh. 'l'o­

pt.ber •• plaJl t» dWT'• oporaUoae of tb.o otalllllsa­

u ... tu4 wb.lola, u 70<l bow, woo pron4o4 tor liT 

CloDcro•• 1a tb.o Ool4 lleoorft M~ of 19}4 to preftllt 

'U4iu fiv.otG&Uoa 1a tb.o Talu et t.be .AMrloa 4ol­

lar. Occaolollal}T, •-•ota4 with tb.lo oporau .... 

tb.on ON -rpo.oloo wb.lola require ~41ato aouca 

aD4 t.bere ON tlMo w»a U le MOOOM.r7 U oa11 

lmo4 ... or Parle to pw 1aotrv.otlcao to ov ~ 

Hllt&tboo 1a ..,..,., ._,.r \hat n otart oar 

~ flft or .oro laovo later MOl t.berotore lilaft 

tb.ot aola -'••taco ~r \ha ..,..,_ ... ••Uoao • 

.t.t aurtb.lrt;r 1 laol4 a otatt ... uac 

wb.lola luh troa a 11a1t bolar to • -.. 4apn41llc 

'QOil t.blo ld.at of pro~• \hat - Were ,.., 

'l'b.lo -uac le attoeaH 'IV a tos• or 110ro of WT 

aaolo\eah MOl Mrlooro. 1 1lb to look 'QOil 
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\lllo pooa;p u a oort •t ~ CUU..t . a 11 

aot a te.-1 oalll.ui at -eleh It illoM wlloM 

&e~h 11114 ~. 111'1 oloMei t o ibe epeolal 

pro\1- ot pollo,r whlch ooahoat ibe !rea..,., 

trOll 4q to 4Jir, 11114 wbo 11'1, U.retore , 1.a a po­

llUOil to coairlllv.il 110ot, 

!Mre aro a c:reat 8Q7 people wbo tb!U: 

\!oat ~ acunu .. ar• coatlMt to u. b.SCJ>­

lT 1IQOpllar eport ot colleouac iuao ..,_ wbo 

tear tllat wileD ibq llaar hoa t ile ~ U 

••t \1 \1'*'11 \here 11 •-\lilac •roac w1ila 

tMi r lac- tax reta:tao. 11 lle4 .. -llac 

1-.ple ot tbat laat week. Oae ot iloo .Uoloiat 

Slcrotar111 call14 'CIP .. ~rtat loolow .. t1rw 

1a CblOIICO t o o\teb - ...tot latorwau-. 

llooa u. ~~ illlpbau lplrwior _...,... 

\!oat iloo .Uehiaat Slcreiaz7 ot iloo freuu7 wu 

calUac, ibare aps 1ent il 'M c•ol&enllle t.-to 

It iloo Iiiier 1114. .&t\G" -.oil 4el<lir CblOIICO re­

porilt \!oat U. l'real&eat ot iloo t1rw wu od; 

the tuM T1co-l'reoU..h were aoat tOO l eTeJ'7'boq 

wu aoat. Appo.HatlT U.n lle4 'Mea • esodu 

1a iloo 111tu. ot & wwt:l.ac IIOft1ac .... - 1-

... 
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e\elloOCJ'IIPMr waa boWJoc tM fori, .&boa\ a balt 

b.av lat ... tM .t.Uoaq tor \lie ~ IIIIZl.,..tJ, 

oellt4 'baok \o filut Oil\ wb.a\ \lie fH&a~T D.pan­

_, ••M4 fro. b.11 - ..... 11114 ... aoll J'lllen4 

t o Dow l\ wae oalT- \aob.aloel latorMUOL 

lo tM .. :n \1M 1'0il p\ a wlop.a. oall troa tM 

fh"""'T .!!!!,! na ffiJ' TOOZ l8pw • 

I \b.1U: 7'0il Ylll lie laW...t\M la wile\ 

b.Qpeae a\ ou ld l!r ata .. \b.lJ't;r -'lac•· llre\, 

•• b.eaJ' tM repor\ ot \lie '0114er ...,.......,., a­

u .. , be will ral11 tu•Uoae oa prepar&Uoa tor a 

'boa4 tlol&Uoa. Qii81U011.1 of raue, •oaatt, 11114 

tlalac aa\ 'bo MUl.e4 'beforo \b.o Ull1\o4 8\a\oe 

tro...,. poe la\o tM .azb\ \o 'bonw .. ..,. 

Aotulq, 'boton alar .. fla&olac operaUoa 11 

'11114tn&a, ~ ... aro 4oft\e4 \ o a oaro1l&l o. 

-.auoa of ..me' Jr<OO}IIO\• ntu 1a tlM• UD 

lbt11 laYolno ~· of tM fll'll .. el-Uoa. 

!be tn...,.•• oOOAoalo 4lntloa allrl!rl propuw 

prolta!uJ'T rwporh oa tM 80UT II&ID\ la oaU.­

lpaUoa ld ooato..._, oa a "-4 lt-. All \be 

lOft...._\ 'llorrowlac, 1aola4lac \bot ld ~' 
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..,..oi•• noll u \1111 .._,..nlea ,._ .. o.a,.....­

Uoa a4 \1111 1Ja1\e4 1\a\eo IAolac ""'\lloi'U7, le 

11104N'\*- w1~ \1111 -.-raun ot \lie fnUU7 w 

... nn ~ ... le .. o..tUo\ 111 \be ._,. Ml'b\ 

a4 ~\ \M -oi•• are loorrwl.ac a\ \1111 loeo\ 

aftlla'ble rau. 'l'lle 'O'Ioolar horoe\&17 .. llaft -

qU0\1- per\al&Uc \O \1111 UU-.1 "--ta or \lllo 

r..s.n1 11a4ce'· •• -uaro are lorftcll\ 'liP 111 

o\att -•lac tor .,_ u .... ealoa a4 -el4n.­

Uoa. •zt, \be Aodo\aa\ ho...\&17 1A obarp ot 

\ be Ooae\ Olur4, S.C.\ hrnoe, •-uoo, a4 

llator01111\ ot ... \nl.U7 x-o llq whll \0 Uoouo 

\be r..UIIIC -.p ot -w•"• elllppl.ac aaroouoo ov.\ 

ot llal'•lU.o \o .... T•* ar \lie 41ooeftl'7 ot a 

- -\ol'toUiac ... wldoll llaa loeoa \a:ra1ac oa\ 

loopatu~Mn·· 

I\ le 1a U...o\lac \o ao\e \lla\ olaoo \lllo 

___ , ot \lllo ....U... Ao\ ot 1,)7, fnUU7 

apah-... ... \1'07K onr 20,000 aoroe1 ot \lllo 

WoK Yllloll ie ..... 1a \lllo -raonro ot .......... 

oiiiii'O\Wo. 17 U.. .. o\rG!7iac \lie oOIIl'OO • " are 

·~ac "' \M \Nftlo oa4 lllloU ... ot ~ ... 
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lle-\17 wo olooo4 a IIAI'COUc caoo wbioa 

atM!u4 aaUceal prcataa.,. &114 wbioa -.;, o~ ,..... 

aq MYO ne4 al>ft\ 1a U. --ro. 71:1r o-

U• .,.... ..,.to wore ..... ~ l&rll' quaaUUoo ~ 

4>"Qco bo1111C -.lo4 1ato U.. OO'<Ult17. Opoa 1afto­

ttcaUoa t.be7 41ooonre4 that tloooo wioro 'bo1111C 'boa,Plt 

in hnp•• .At tloo JIIPI'Uoo canceoo1oa at !1oah1a, 

Cbiaa, &d wore bolac oh1ppe4 1ato tbio ooua\17 '11& 

J'ru... I\ wao ootlaato4 that ntbia approxlaato}T 

W.l,.. -t.bo ...tt1o1at 4np 11014,.... o11111Cle4 

throach tlw Port of J'ow York to ~IT a 7oar•o 

aoodo or 10,000 ad41cta or oao-!U't.b ot the 4ruc 

tratttc. 'lbe caoo ••• f1aall7 'broltea an4 ro.,lto4 

1D t.bo 1a41c\Mnt ~ JO poraoao -c whoa no a 

Clllleoter 'boot lalOtrll liT bio allao ~ 1I.el'b 1 • In 

1932 \bio .., wao U.. actaootlo4p4 l...Ur ot a woll­

orPIIhe4 ad lacrat1To ~ ....S. pnooat racltot. At 

tho U• of h1o 11ld1c-nt he wao a tucit1'" troa 

Jaot1co barlac torto1to4 'ball o~ $10,000 oa au­

truot cbarpo. !lw '-Ural :hro.., ot Ia,..ot1pt1oa 

otton4 a rwar4 o~ $5,000 tor h1o apprehua1oe. 

!1w J'ow York Dlotr1ct .l.ttornq ra1oe4 tloo aato to 
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. ,o.ooo "t.M4 Ill' .u ... •. ""' x..,b -~ ..az-

....... 1A ....... , 19'-1· .. 1a .... •I'Tl.ac. 
tn1ft-7ear -taaoe 1a a w. ... 1 pealtaau.,. 

tor ooaepluq t o nolata \lol 1•• rolatlac to 

aaJ'OO\lc 4np • 

.... ,..... -· \lol !l'eUU7 ... -~ 
• \lol srlatlac at OlaJ' curou,r M4 lt 4Ho aot 

loot t-abq ._ oc.peUUoa. Ooutal'talt 

aot .. tatallac .)65.:5£7 weN ••11114 Wlac 1')'-1 

lr7 OlaJ' a.a...t knioe ..,.h. O.U . 52,000 wu 

coathoata4 1A ooaawl'tal t oolao. !be 1•••• to 

\lol Plbllo \llnQcb _.tal'talt aot .. 1A ol~ 

\loa 4al'lq 1934 -ta4 w alaoot $:519,000. lllll'­

lac 19)9 - .... k \lol --lac 'f1clluoe at !reu­

..,. ..,.h - t~~ ....... a Wzv pei'Oaat a.-

la \lol olrcalaU• at t>m'T -· 

AIIOI-r Aaabt.at a.ontai'T 1A cl>lrCO 

ot - 11111'•• ot Iat.nal ....._ a4 '-tl• .., 

c- to til. atafi' _,lac ... H .. ..tnce •­

oloal .. IICN-•• nth- o•tr.cter wllo h 4olRC 

llolat.a-ao with t11a 'far or Jrft7 Depar-t 'U4ar tlol 

Tla•~-u Mit, wll1111l fO"IrlU• -• .., trotlt 
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1a eorceto <d \n perceat <d \be to\el ooatftiG\ price 

oa ..,...e.l ooae\rucUoa 1e h 'be :pa14 la\o tbe tre..­

"1'7• '!.'be freaeu17 e.loo Mbo 01001JIC ecn-ah 

'betweea ....-t ._racturero 011114 tbe Gcrre..-t, 

Ia tbh collllectloa, we bne u tabllobet a uw pollq 

ot publloblac \be .. acre-nto 1a t'o.ll oo tbat \be 

public will at all U..o lalow \be ar....,....eata \belr 

OOYen.a.\ 11 •H1•c· 

fe17 freqaaat17 \here are ~teat iax 

•Uno oe.lllDC fw 41ocutoloa. .l.o a priaolple of 

tax collection we bne tr1e4 at all u.-o \o 'be falr. 

lie bne lllpree .. 4 upon tU ~r tU\ be cea alwqo 

pt a boarlllc bla .. lt rlpt 1a blo on 41otrlct. a. 

4oeo not ban t o ooae to llaoblJIC\oa. lie ban tl.e­

central1 .. 4 \be liar._ of tnteraal -=- oo \bet 

tlwre are <dflcu 1a all \be larp olUu wbore a 

- -CO to 1rOil '"'' blo 41tflcoa1Ueo. '!.'be 'l'reao­

"1'7 4o .. aot penoU ..., \az .... to be •U1e4 prl­

YatelT or oecretlT. I\ wae ftl'7 obocthc to ooae of 

uo who - to llaoblacton la 1932 to leara <d tU 

-'tier <d poreono who \1'7 to 4etr.U the Gcrre..-t 

la tlwlr \az ota\-h. 0.... pollq llao be.,. to let 
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the ch1pe tall wl>ere tllq .., - U l•ao -..., ..s­

taiu4 reCN41-11 fd bow •ch iatlu- a- or 

·- .., baTio It haa ...... all liiCIIIUt - line!' 

llWUIIC f1pt to I"CCJl 4CIInl ti'IIU4 all4 ou..i~~at.e 1llopl 

tu nad011. 'fe fad that, 011 the whole, - 11114 

•-ll are l>eccal.JIC •r• CQJIIolOQI of their ol>Upo 

t101lo to ea.pport 1>-ot OOYo.._...t. '!'04q t1>e 

hUral OOYe....,t 1o c1T1l>c 1h c1th ... • better 

oernco tball .,..r bet'IIH e4 .oot people are w1ll bc 

to pq tl>e1r ohare tor 1 to 'll}lbop. 

-b•r - we are oilll 111 the uatt ••t­
lJIC• b Ollllral Coullool .., baTe •- tllott:r prob­

ln to ,.. before tbo CI"OilP• !lit bao ~ 18;roro 

world.~~e wa4or ldll. I bello" tl>lo 11 tbo .. -

larpot lepl otatt 111 tbo cowotr;r. I Ul4 a ot tell 

tl>lo e41IIICI tllat 11115 18;rero Mall plelltJ ot trOQblo. 

ot CCOIJ'oo, oa1:r tl>ooo lepl u t t.ero 1Jroob1JIC pollc:r 

or opec1al 41ch1on are bz'oa&llt up at otatf Motlllp. 

Jo alw.,. han caooo JMIIl4111C l>otore t l>e hprao Co..rt 

or tl>o Boar4 ot !ax Appoalo or tl>o Co..rt of Out•• 

11114 'botoro tl>e -•rou.• Je41ral c .... rto tl>~t 

tl>e OOQIItll;ro 

l?O 
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AaoU.r aliJ•ot wb1oll h llb)T t• •- 11» 

a\ U. _,illc h t.bo\ at pera-1. 11r ....,1aloU.. 

tift .Uah\oat baa U. Job of loGkbc attn U. :paracm­

ul prollleaa of 73,000 -»lOTM• IUI4 of\aati.Ma U.ra 

ora ..... 11hl.oll .. .,., a:paol.ol. ottaaUoa. !'M .. u_ 

of U.. paoplo wo*la& for tblo fnUU7 1a a aaJor COD­

a14aroUoa 11114 " ._ a nlo Ulot 1t ..., ~ 

fMla U.Ot bit 1o 'Ciafalr)T traa\acl bit - ah.,a -

\o • parao ... u1 ao a flul oovt of ~. AaoU.r 

41&\1 of \hia .Uaiatat 1a to u ... u.,.ta all :panoaa 

OJPlT1IIc tor U. liON illpar\aat poal Uoaa 1a tblo t:Nu-

1l17• 

'l'llb tblo o-1aa1our of Out011a .., .-. a 

ro:port. lla ..,...., 1a raa:poaa1llla for patrollillc oar 

borf.na, pl"eftatillc -•"ac• ooll•otillc 1IIPOrl 41au .. , 
aD4 noln4fa~ t.propar lltarat.Lra IUI4 pa.latiap. lacl-

4ft\al)T, U.. larpat •l.acl• Hlnr& of -ccla4 ~ 

aa4a liT ov Out•• S.rrloa 1aTOl'N4 _, 41...U 

ftl.cldac 3,J95. 61 brah at a 4-auo •al• of ~.JII'. 

~ .. 41-..cla ware ocaoaala4 1a a falH • ..,..._,., 

of a ..U e..nipt llac 1a \bit pea .. aa1ft of a -

JU-acor oa a truaoUad1o ll..Mr. ~ arr .. t of \hie 

- 41oolooo4 U.O acUT1U•• at aa 1&\oraaU-.1 41....._ 

171 
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-allllc 1Q'1141oaw ntoll U4 'Nft •NUJIC fw 

-r , .. ,-aro 1a tlllo _,.,., •&!_., :rr-, 

.... Jelcl-· !» - -·\Ull:r ta ... lftt t1fQ­

t1 ... Ufea4ate a.,.._ lotre 111114 aloree4. 

Ia U.. ..t\el' of proteotlJIC tile pobUo 

t'J'e. obeoeao Utero&vo al plcWJ'oe, ~ !NUU7 

aoo lou -•»rlu .. oa \Moo w.b~h eo Ulat ao 

re~ ·- of art h ouladM oa •C.o"*iea' 

CJ'OU4• .... - bA_, _,oJ'ial ., 'llrT -...n tile 

p.loo td art. 

Aao\Mr -bor at CIIQJ' ew.tf _,lAC h 

tl!A Dlno\or of ...... Dlrtotoa of lloao\all)" loooaroll 

wbo lotepo ,., JIOO\e4 oa OllJ'I'oat -•• a....lop­

aoa\1 .a4 JIHPI.J'II report. • ._•Uo 11114 tator­

aou~ ·-• probl•• riU. ntolln ».e w 

4Ml. Dr, lfRll7 11111\o wUl \ell,... al>Mt Wo 

·- ta a too lliaawo. 

!lobo .... Mft tile J'qel'\ at tile fl'ouU7 

ropro-taUft oa tile :IQN-.,_IIIJel', :llllk wile pwe 

,., tile ota\1lo at UC~DUaUou of 1oeao to nn•• 
•-trloo ftolt. ao Jtalu4, ••~· ...._, -' 

• Oll1aa. .. aloo aoohh. • -uau JOrtalaliiC Jll"'" 

Uoalar]T w loo.U. .lllarloa. nu. rote"""" w tile 
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.b;por~llopOrt llllllk a etr~ • - - before tbe 

TreUUZT Dlpartaent llet ,..ar which illuetrat11 tbe 

r&itlcaUon of !re......,. cperaUcno. It ln.olnd 

till illTtetip.tion ot a dil ..... on till Ch1ne-l!v.raa 

bord.er tbat had been ruacill« till oOUDtl7 71ar 

etter ,..ar. lllat illtel'uted till Tre.....,. ill tllat 

.... ote 11114 1Dacunil>le area wu tbe f act that a 

loao 1184 been extellded t o till Ch1a111 OoYer-.nt 

and till re~ent waa ill danc-r beO&II eh1-nh 

of ~ oil to the tJU ted Statee '"~~' till n• Ch1,.­

Bonl& h1pq were blocked. !hie tunc oil proTide• 

till aonq for oenici1>4; tbe debt. It wae Urpolli'ble 

to uintain traffic in the wet eeaeon 'beoau11 of 

tbe pnftl.IJlOI Of the diMUio 1liln 1 t W&l 'broucl>t 

to oar attention . .... cot '111187 at OJlCI and 1184 three 

United St at .. Public Seal til So nice • n eiDt tblre 

to i.nTieticate tbl trouble. !h87 41econre4 that 

t be 4111&11 wu ...Upant aalaria and 1nit1atld 

ehpe to etap out the e pid .. io. !Ill Trea1U17 wu, 

of coa.r11, i nteruted lll llannc tbe loan repaid. 

1'bl fact that 'b7 facilitati~>& tbe. re-nt of the 

loan •• were alec ae.Tine tlloueande of ltne _. 

\bet particular taek a TerT cratif71~>& -· 

! 73 

Regraded Uclassified



"'"•Mtt -u.c 1a 1A reauv. _,lac 
111 llla4.o. IMil :penoa -•nw\oa hta lob ta•la«p 

u4 llQIIrl-. hablaa wllloll ll'l ao\ aOlft4 .... 

... lpe& to •-•• wtoo wUl ....,. a la\or re:pen .,.. 

call • lA\or-W...• ooatareaoe, liMa tbl a\atf 

.••tlac h - ....a •-un retuu t o Ilia un-

11• er ......._ er uter'-t e4 1A tan cah re:pel'\a 

fi'Ga IIJ.a Ulh\ah wtoiok Ill eouUua .-4 41-.Ma 

1A -...Ia \Ill - ~ u n 414 1A ., etnoa. ..., 

•• llaa 1-l'lllle \ola}aboaa oaUa, oeaf•-•• 
qpobwa\a, aa4 a llblat ot OUI'II)IIM"•oa, .... IT 

llillll\o ot \loa &., 1a tllla4 all4 tor all ot •• tbl 

........ loac. 

to cl" ,... • l&la ot \Ill ...netT ot preb-

1•• \bet - baton • tor :pellq ilaolal ... , I 

Je\\14 ,_- 1'-a wblok MpJISM h- 'Q 

tn -l41zw.Uea • a •t..acla .... • ... \biT ..,., 

.ll- JII"OJ .. \ \0 ......... : \Ill I ·a'teJ>c 

\ax _, pn:peM4 JrpatlAI \1'1141 .,..._..,, aou,... 

lU•• Ill JrUlU. ..& Jr.aoll lvoblalac Mllll•: 1.-k 

tor :ran!l u4 IO'tltll ...,.rloa1 Col•ll• ubt MUle­

_, ... u.u ... , pl.. -.. tlAaaol tlA ... hap\n 

I:QOrh tna Clb1aa w \loa 1Ja1 \14 1\a\aat oarUtlea\o 
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pla for ecrlCIIIl.tvo; nekl7 r.,ert oa llu•lM•• 
olW..Uoa for the Pr .. uoat; PQl'clluiaC of ato<* 

pll .. of atn.tecio -terlllh; pen dolq ot ab1p­

"'nh of Red cro .. ~ll•• to 1'1alu4 •4 a 

!au••- TallOT .ID.t.hori\7 tt ..... cotac propooal, 

!'bloa are a lllldHlca t o the aattero wbioh _. 

deftlop ""'t ot the atatf ••Uac. tOOl oa roan~ 

'" t.het a Job at t.bol ~ 1o act lib~ t o 

drop a to dbc:u .. propooo4 lochlaUoa or acao 

ropraoaatatl••• of foralca couatrloa who oc .. to 

oen..-t offloWa oro, of oov .. , nbJaot \0 

4hou .. probl•• a a ..,.., coatal or pbiloaophlcal 

ao04 tha wCIIIl.4 be poool blo a a aoro f oraal aaor 

~.~· .t.laoot OftrT lloadlr I luaoh with the Prod-. . .. ~·- - . 

dent . 

!7S 
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~UT uoipo w .. apeo1al ... u .. , u4 1 tea 

Wo OJIPOI'"'-l ~ to 4heau ri til 11111 tba opae1a1 

.auwo wla1all u baa aab4 .. to lMk lata. Qa 

J'rt411r tura 1a tlla o.lolu\ ... uiiC fflr wla1oll 1IHP" 

..-.uoa 11u •• 11a ..... 

Qa tu ia\..-.aUnal frwa\ U. frHar7 

raoa1fto 11~.......,.... of calllao , raparlo, 

_. ooaalar u.,.tcbao ~ all JU\a of tu 

worl4 a.eb wMk. W. .,., ....,...... of Jll-o ,...,.. 

liiC MM\ary ... flooal oMIICoo '1111\ .00\ of \!Ia 

aro c..-k P'"ocou. 1lbaa ou •1'1\o \loa Pru14oat'o 

aUoDUoa, a report b proparocl fw 1a1a. y..,. -

1la la\wu\84 \o lr::Dcor \Ut, u llatl\o a u.ocrauc 

Pfti'DMA\, WO -..- ... rT lo\\oJ'- ... WO J'OCOlft 

.......... - ••alt. 
la tlllo .a.taiotraUoa " llaft .... U a 

poliq wMD opoc.lal probt-8 al'l• \o •••U U. 

llao\ t'lalif1•4 po..-. 1D U. oODa\-rT• lila •• baft 

oa a\nWdJ..urJ' aUuUoa " oall 1D \ba u;pono, 

u wo 414 •Mil cooq>UcaUoao ••n creet .. lir \loa 

.,..,. .. .,.,., ftao pwa\ 84.,...\"CC of Wo ,.-oc..,.... 

h that poopla tr• \loa fthlclo tN(dllatlT bi'1IIC 

1D tnlb po1D\a ot ...tn. !lien ora u .. o willa 
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opeo!.al _,.,we oa4 IIOM\U'T JII'O'bleeo wvroot OOD.U­

t.aUoo oa4 oootoreaoeo w1U. oohtood!DI .. ,. 1a \hair 

roepootlTe f1ol4o. I roaeellor oao oooaoloa wbea •• 

oello4 ~ a 4osoa ot t he foro.oot flaaaolaro ot 

the oouat17. !he7 relpOJI4o4 t..4latolT u4 pye 

u otlatl.llclT ot \hair tiM oa4 •••rcr dar1ac a 

aatloaal ._..PIUI7• It io ... ,. oaooc-ctac to 

roall11 ll• - of the 1101t I.QOJ'toat - 1a the 

COWitf7 1a their ro.-un flol4o clMlT lq aol41 

their .,. Auu .. to o- to la~oo. •-tiM• 

oa a f• llooro aoUoo, \o ooatri'*to• cooorallT 

wltlloo.t J~t~r, to the ool,.tloa of tile aaUoo'• pr<~'l>-

1••· 
!.be 4.q at tha offlc• 1114• tla41Jic .. -

ll.ke ._ .. abero ot the 'l'reUUZ7 otatt- tacH 

wUil the acco-'•Uca of the 4-q'o aall h olp. 

ht tlllo 11 110t \llo u4 ot oor &llr'• work. !.be 

r~h I pt are 10 nl..Uooo oa4 oo -roo• 
tllat I 11Uoa pt a ollaDoo to rao4 ~ a t tile 

otfloo lluriDI the a.. 'lbl7 'boo- IV U.•orl<. 

l're(lllll\lT 'l're&IQJT otf1o1alo heTO a oootore1101 

after u .... r or ,......,. to their ottloll to ......... 

the alclal.pt oil. 
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... Dlr la \loa '"••qte t:nloal et.., 
~\ ett1o1el'e .... tlaquoU..U~ \loa 

Ulliie4 lu\oo llon...a\ •*• a .....,, 4Ml ot lh 

ool'lotre lla.\ 1\ eloo ottou a o\'-lu wllloll 1o 

\oalo, ee4 wllloll .,..z liT .,.. 1e · tr•lac - ea4 

·- of n:q lllp oelllre la\o \1M ,.._rel Mnioo. 

J. ...., at ottooUn Mnioo lo po .. t,lA oalT ~ 

\lot oooporaUoa ee4 \lot Mr&oa1 .... eoUoa ot ea 

oa\lre Mpo.rioooat. I -r lo projoo4loo4, lla.\ I 

bollon \1M\ w U.. e\\elao4 oa ooprl\ u OOI'fO 

ill the 'l'reNUT wllloll 1o .... .....,.. .... liT eq oU..r 

Ooni'IIMil\ ..... 
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Preeent: 

l!r. Graves 
l!r . Helver1ng 
:1rs . Klotz; 

! 7i 

t!ay 2, 1940 

4:30 p. m. 

!!ll ,Jr: According to r.tr . Graves, I see yo~ have 
done it; settled . 

~. Helveri ng: Well, yes. \Te cot some returne. 

HU, Jr: I t ki nd of took my breath a way. 
not know you were up to that point, but •••• 

I di d 

l!r . Helvering: !Jr. Secretary , the principal thing 
I r~d in mi nd was t o e et this fellow on a sworn statement 
for those years that he absolutely had not reported his 
income. Now, ot course •.••• 

HL!,Jr: You mean he d id not renort any inco~e ? 

Ur. Graves: For the years he was Governor . Filed 
no return a t all. 

:!r. Helverirut: And !!r, Oraveo ,.111 tell you we 
m.~y have to give~~ every deduction he's entitled to. 

!!r. Graves: He has, i n these 6 years , he had income 
w~ich he ehould hRve reported, but did not, ot S47,000. 

H!i,Jr: He ndmi ts that? 

l!r. Graves: Sie ned a return ahol'li ng thAt . 

Hl! , J r: $47 , 000? 

Mr. Graves: $47 , 000. 

HI.! ,Jr: Over six years? 
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Ur . Gr aves: Six years . There io the total 
0 t thAt thing by year showing source o f his i ncome , 
t he nmount report, amount h e paid nnd ll!:lount of Ad­
di t1onnl t a x he i s now paying . 

(Ur. Graves pnd HU,Jr ~isoussed t he attached 
chart o ) 

ft!Q 

!!!>I Jr: And you changed your mind and did nothing 
crlm1na~bout this? 

ltr. Helveri~: I don't think there la any bash 
on "~.lch "e could aucoeaaful i n a cri Dinal prosecution. 

HU Jr: Exc:tac r.e . (To lo!ra . Klotz) The next time 
I see t~es~dent I want t o show hi m that (attached 

s tatement o) 

t.lr . Helveri,: Now, understand, l.!r. Secret ary, 
thot there is over 20, 000 f rom t he Sullivan firm. 

~tr . Graves: J.!r. Hays . 

ltr . Helvering: That i s no~ in this amount . He 
made a very v igor ous pr otest about that goi ng in and I 
thlnk and !tr. Gr a ves •• o • 

t:.-0 Gr aves: We have no proof , ~tr . Morgentt.au. 

lllt,Jr: That h1e father did not keen it ? 

Ur. Gr aves: We kne~ h1s f a t her naased some, if 
not 1111 , on to !!cr:utt, but UcNutt1 s claim throughout 
was the ~ounts he received trom his father in t hat con­
necti on were in ract repayment s of loans which he had 
made t o h i s rather. we were unsuccessful i n our errort 
to find t he checks. I t we could have hAd our hands on 
t he cheeks we would have had endorse ments which would 
huve been some evidence. The reason I told t he boys 
t hey mi~ht withdraw on that was thll t Mcllutt said i n 
e rreo t I will pay t hat if I have to, because you boys 
have ne , but you r.ave no right t o it a nd I will be 
nnylng it e1 nnly because you will hAve forced ne. • 
It did not seem to me the additional tax amount we 
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10i ght get trom !Ua would jueti!y proceed!~ against 
thia can and be would apparent.ly ha·n a teel1ng we 
t colt 1t away troa IUa at tha· point ot a gun. We 
are not precluded againat an)' turther action that 
1a 1.nd1cated ahoul.d we get additional proot. 

Hl.I,Jr: But you are not 1nveet1gat1ng any aore? 

Wr. Graves: Not 1nvee~1gating, but today we 
are HaVIng our hearing with Bowman Elder at Indian­
apolis and while I have no confidence that anything 
will come out or that, there is always a possibility 
t hD. t l.!r. Elder will talk about this anyway, which we 
are attempting to tax to him, tor the reason be won't 
tell who be paid it to. 

l!lol Jr: Let me ask you a question. You have 
been be~ yeare. Do you know or any oaee where 
a Presidential appointee has been under aimilar cir­
cumstances, that we have run into a Presidential 
appointee who had $47,000 income over e years that he 
t a iled to report? 

Ur. Helvering: No. I don't recall anybody. 
Had a Congressman. 

llLI Jr: Well I think it 1e up to me to bring 
it to t~esidentl s attention. I don't know what 
he will do about it. I just want to eay th1e. I 
di d not know, this laat time, that you were going to 
go in, take his money. The t11ce before when you said 
you were going to eee him you eald that ' s what you were 
going to do. That ' e why I was kind ot eurpriaed. 

Mr. Graves: I am to blame tor that. I tri ed 
t o get a clearance, but I did not make myeelr clear. 

!:Ill Jr: You eaid YOII were going to see him and 
you eaid you were not ready and you postponed the meet­
i ng. 

l£r. Helveri!¥'j: That's right. 

HW .Jr: Then I eaid before we settle I want to 

181 , 

Regraded Uclassified



sit down and talk, but we did not queetion it becauee 
you were not going to see him, t he next day. 

Mr. Graves: That ' s right. We postponed it. 

ID!,lr: Then you had another meeting and I had 
it in my nd we would meet again. 

~. Graves: You may not remember when I was 
in here to meet Miss ~night, I atoyed behind and told 
you I thought we were in poeition and we were mee ting 
t he next day and would proceed on that baais. 

HU Jr: I t did not ring the bell, but ae I told 
you eve~ phone, I a eked you two gentlecen to do it 
and you have fllll authority and it t h1e ia what you 
think ie beet, I am satisfied. 

Mr. Graves: It cute ott no other action that 
we llll.ght want to take. 

IDol Jr: What I told the Pree1dent was thie - -
and wat~e papers, it McNutt begins t o r •edt some 
more polson to the oolumnieta, then by god! I am going 
to send for him and read t he riot act to him. Aa the 
President said this morning, we have been Tery dignified 
about this thing and kept our peace, but it he starts 
blowing how he has always paid hie tax then I think I 
will eend t or him myself. 

1ft 

Kr. l!elveri!Ul: or oourae, when you think or that, 
aa a a&tar1ed man, that's a pretty tair deficiency 1n 
tax eapecially i .n those years when he bad 1'J'om 16,000 
to $13,000 income besides all theae aalaried thinga and 
tailed to report it. 

Hll,~r: I know it. I would not want it on m;r 
record. ~. gentlemen, I will be seeing you a gain. 

llr. Helveri~ Just like to report to you a 
little. We hive n in a two day -- Uonday and Tues-
day and orr yesterday -- to get acme tiguree and all 
day today conference on Annenberg caae. 

HII,Jr: A little birdie told me that . 
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!.!r. Helver1~f And we have not gotten very 
tar . As is ueuai n cases like th1e, .they want ue 
to accept what was done after we started the 1nves­
t1gat 1on and what they intended to do baok 1n 1926 , 1928, 
1931 or whatever the part ioular instrument our ooneider­
at1on is . I think they realiu by now that he owes 
consi derable tax. 

HU,Jr : Welt, when you get around to it and 
befor e you sign, will you give oe a ohance t o listen? 

Ur. Helveri~: Oh, yea. Ot course I told t he 
head attorney d&Y t or e yesterday t hat hie otter ot 
~2 ,500,000 is frivolous ae t ar ae we are concer ned. 

Hll Jr: When you a re ready and befor e you com­
mit you~, I would l ike to know about it plea se. 

oOo-oOo 
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TO: 

-

······························. 18, . ••·••·····•••••••·····················~a ····· 

bf c, J, ~ '¥ 

S5 ' K .. <tt 
I 3 q I C.. I 0 

to.£ 7oC. . j--1. 
fC,Yf.1Y 
;er-rg. c~ 

s- y.;r.t l . I o.t. 
l'lf. <I8 . ~ '1 

H1 o q 'l/ . 1._7 -'<f .. ±!,_ 

From: liB. GRAVI!S 
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CORRECTID. Hft lNC<lD All1l ADDrr U11AL TADS 

... 
1~ u• -

r 
ill1 ~ ~ ~ ~ 

I<•"'" tro: a~echea $1,.a<l.86 02 .~.77 tl,213. 25 $1,319,50 $640.00 
Dl•ldendl : 

2 , 518. 0:5 , , v .B. corpora Uon 1 , 810,49 1 , 449.38 2,710. 98 $1, 373.66 
otbera 119. 33 86. 77 1H,U 274, 97 491, 86 411.71 

ather Inc-: 
6110.00 300. 00 Pckor "lllDID8e 200,00 473,00 398. 00 

1Jn1dent1 fie d dopos l ta 4, 312. 13 709 . 39 10,772. 42 8,062.15 1 , 249 . 78 222,13 
I'll >oro at race I vad 12. 50 2!5!5. 83 544 , 87 7!54.16 717,52 
Rents 120.00 100.89 
Prot! t on sales or otooks 2 ,512. 69 1,284.92 (37,25) 
TaXable Sole ry aa Higb 

ccclisatoc.er 1,400. 00 1 , 500. 00 

~Ul l cccco 6 , 562. 32 5 , 968. 48 14, 366.10 14,756. 56 8 , 929, 72 .,288.66 

~t;ettcns 400. 00 450 . 00 450. 00 450. 00 290. 00 290. 00 

!itt ln•- 6, 162. 32 5 , !518.48 13,916.10 14 , 506 .!56 8 , 639, 72 3 , 998 ,66 

!let Incane Reported NoM No118 No118 Nona 3 , 432. 67 2 . 016 . 22 

Taxes peld Nona Nona None lions 86 , 31 32.58 

Mdltlonol Taxes 127.34 None 722. 79 842 . 72 370. 27 75 , 37 

Pennltlea 31.84 None 180. 70 210 .68 trona NoM 

Inuroat . 46.79 None 178.86 157.98 47.19 ll,OB 

Total add I tionel 205. 97 None 1. 082 . 3!5 1 1211.38 ~7.46 80.4!5 

Sum.aar z: 
A4d1t1oll81 Texea. $2,138.49 
Pell&1ty , 423. 22 
Interest • • . . . • ~.90 

2199'1. 61 
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'! .".Jr: 

Operator: 

I! . !! .Jr : 

Arthur 
Purv18: 

?. . , .J:-: 

? : 

·-! ." .Jr: 

!>: 

!f .H.Jr: 

P: 

H .. '' .Jr : 

1> : 

R .. ".Jr: 

P! 

I' . I~ . Jr: 

": 

:! . li , Jr: 

Hello. 

Go ahead 'pleaee. 

Hello. 

Hello, )!r. Secretary. 

Hov are yout 

MIQ' 2 , l94o 
12:19 p. m. 

Very vall , thank vou. And yout 

._ .. 

I 1o all right, and ny decke a re clear nov. 

Oh, good. 

1'81 . 

V.r. Purvis, I don't knov Whether you have anything 
t hat ' s pressing. Have you' 

There are one or tvo thin~a that might be quite 
ur ee81ng but we don• t -- we don•.t know the exact 
situation of them eo that it might be later t oday 
before I 'd quite know that. II 1t --would i t be 
better next week from your vievt 

Wel l, here'& the point. TbU 11 vbat I've been 
ruas tng vitb. I ' m giving a speech tomorrow on 
~old . 

Oh, yea. 

And lt'e fln!ebed and I-- I only talk-- I haven't 
talked ln tvo years eo it•e very-- lt len't easy 
for ne to do it. 

No, 1t -- I kno>r , one hae to eort or eohool oneself 
up to that. 

When one does it every week 1t1 e different. 

Yes , exactly. 

I 1ll be over there rroo 10:30 to around 11:00, but 
I could eee you after that if you - - it it'e 
important. 
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?: 

~.'' . Jr : 

~: 

?: 

1': 

~ . ' .Jr: 

? : 

u.'' .Jr: 

? : 

? : 

u.".Jr: 

P: 

u. '( .Jr: 

P: 

187 

- 2 -

Well , the only thing thAt I 1 Ye r ound attar speak­
ing under those cond1tions is that there ' s a certain 
let-down t hRt comes Which r eally ~ekes one dis­
inclined t or any d1aouseione that you don't have 
t o have. I don't know Whet her you r eel that but 
I det1n1tely telt that . 

Yea. 

And I -- _might I t herefor e leave 1t th1s way. 
Could I -- cquld I , make up mr mind -- say -­
and telephone you t his a tternoont 

Absolutely. Supposing •••.•• 

Because I w111 try t hen, lt we could, to leave it 
to l'onday, Would it be poael ble on l!onday1 

Well , I tell you What I ' m ~ln~ to do. Monday I 
expect to vle1t All1eon. 

Oh, yea . 

I'~ going out t o All ison Monday . 

Yes , I eee . 

But I Will be back Tuesday. 

Yea. 

So it will be qu i te all right. 

We'l now then in t hat case I'll t ry and leave it 
until Tuesday and if there were anything very 
important could I telephone you t h la atternoon 
and we mtgbt be able to diepoae or 1t on the 
telephone. 

Surely, Now, I have t h1 s tor you. It you people 
need smokeless powder badly,,,,,, , 

tie do , very. 

Well t hen , I can get you two and halt milllon pounde 
from PuPont right a-y. 

Really1 
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!I.M.Jr: 

P: 

!I.M.Jr : 

P: 

R.M.Jr: 

P: 

H.".Jr: 

P: 

H, ~ . Jr: 

P: 

!l.'!. Jr: 

P: 

H .~' .J r: 

P: 

P: 

H." .Jr: 

P: 

!81 

-'-
Yea, 

Would you be willing to let ue etart that etra1gbt­
away without waiting tor the 

Yee, 

I'm eure 1t•s going t o oome . 

Yee, but I mean When I eay right away, within thirty 
days, I ~~~ean, 1t -- 1t you eaid you wanted U I 
can tell - - haTe an order to DuPont Within -- well, 
I think eay the tiret ot J une , beginning tHe t1ret 
ot June t hey can releaee at t be r ate or - - I t hink 
whatever - - 25,000 pounde a day . 

Ie that it, 25,000 a day. 

Yea. 

'1'h&t would be very veluable. 

But anyv&y I -- 1t -- a t the rate or tvo and a halt 
million pounde a year. I don ' t know vhat 1t 1& a 
day. 

Yee , quite, 

It that-- and then I wouldn 't w&1t on the other. 

Very gooCl , becauee I 1 1:1 eure the other Will coae 
through. 

Well , it you want that • ••••• 

We would l ike that • 

• •..•• then I will start that 1n ~otlon a t onoe. 

Tbank yeu very much. We will take that with t he 
greateet pleaeure. 

But I ' ll etart tbat -- I vent doWn t o t he NaTY 
factory yesterday and -- and they are -- t hat'• 
Where I was yeeterday. 

Yea. 
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H.K.Jr: 

P: 

H.tt .Jr: 

P: 

!!.K.Jr: 

?: 

H.).( .Jr: 

P: 

H. ).( . Jr. 

P: 

!l.I( .Jr: 

P: 

H.!l.Jr: 

P: 

H.K.Jr: 

P: 

• 
• 

- lj. -

And ther oan epa:re 1t beoau1e theJ can 1nc:reaee 
the 1r own output. 

~ery good. Oh, that will be excellent beoauee •• ••• 

'!'hey baTe a contract with DuPont tor two and a 
halt million pounds Wh1oh they are willing t o 
release . 

Very good indeed. 

Yeah. 

!bank you very ouch. Nov then I' 11 -- I can tell 
our people then that starting about the t1rat ot 
June ve will be able to del1Ter a t the r a te ot 
two and a halt million pounds per year . 

'!'hat' s right. 

Thank you very much indeed, Mr. Secretary. 

o. Jl:. 

Then it I could ring you agai n if there•a anything 
very urgent and 1t not ve ,leaTe it until TUesday. 

It you want - - yea, 1t you want to cell me the beat 
t 1me 1s between three and tour our time here, 
Vaeh1ngton. · 

Ob, ot oouree, that ' s -- I ' Te got to reaember that. 

!I tandard t111e • 

'l'hat'• between tour and tiTe with ue. 

Right. 

'l'hank you verJ much indeed. 

o. ~ . 

Goodbye. 
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llq 2, liMO 

Shipping Sityation 

Reurltable otrellgth in chArter rates and prices tor 
o. S. Flog tonnage was the sole tangible developoent. to eurge 
rroa the ne!U'-<lbllos of the Pacific Coast. !Hight. and charler 
oarkot loet. week. For the rest, the coabimUon of war and nag 
uncertoinUea, a liait.ed inqu!.17 and an ext.r.e aoaro11;r of ape.ce, 
n s too weh for ordinai7 auo.lJ'eia. Condi Uona ure too badJ;r 
upset on both the carrler and the abipper aide a , 111 th o~ about 
10 per cent ot the world' a t.-p neet lett out ot belligerent 
eont ol , abippers were a.traid to aake aelea and coJCd. tcents until 
t.bey were aura ot space, and besides, bQ;riaa d.and waa not ....,. 
shsrp. There was groeing eomern, too, over unreliable charlerera 
or¥1 purchasers. New world business was close to a at.andstlll until 
t.be •-•pbere haa cleand.. 

Uoat 1ntereaUng ebarter ot the week • • that ot two llatson 
5500-ton tHight.era tor 18 IIOCtha, bare bo&t, The rato, not 
conti.,.ed , wna widol,y reported as $!.50, a new bigb. In U1;1 event, 
85.50 could have been done &a•il,y on Aaerioan time cbarter11 and 
private burera aeoaingl,y were willlng to P'IY eeo for o. s. freighters, 
in cloaa and operating. The Seandinevian invaoion baa abatted tho 
ewing to 0. S· abips for foreign co.,..rce. 

SoiAe ••17 tentative quotations heard l ast weelt urea 
ecrop to the Orient, $16 asUd; luober to llorth China, $50 to &SS; 
wbaat to Vladivootol<, $14; luober to Australia, $ &2 to $!3; inter­
cooatol liDber, $.19 to $20. 

Regraded Uclassified



191 
TREAS URY DEPARTMENT 

INT~R.OFl"'CE COMMU NICATION 

OAf& Ill;, 2, 194o 

TO Secre tarr Uorcentb&u STRICTLY CONFIDENTIAL 
llr . Cochran 

1 told llr. Knoke by telephone t hio &tternoon of our lntereot In f i nding 
o•t how much copper had boon purchased b;y It&ly i n thio country elnce .lpr11 
1, 194Q . l.!r . !Dolce IJIIIIlOdiate~ cot 1D touch with hio contl\ct 1n th o Guarant7 
~"· Tl:• latter h coiCG through thei r rocorde to find out what po.,.ente 
~or coP!>fr wert ordorad by the Ital1ane diU'ing .lprU, and abo wbat copper 
crti!Ho nre opened !or Ita~ diU'ing tho month. 1'be Ouarant7 hoped to ban 
!hh !D!crao"lon an!lablo by next l!onc!ay. IDoke 1o -.king a e1allar requeet 
o! tl:e Clnll :sank, tho other 1nat1 tution 1D Wn York t broU4111 'l'hich we are 
aero tbllt the H&llana han been caltlng p&)I1Mnh tor copper. 

ID r epr4 to t he day • a tranaacUone , ICnolco etl\tod t bat tho (lu.arant y 
~..at b&d r eported that " check had bee" dram on 1\ by the Banco Coamerci&lo 
!!all.aoo tor $1,275,000 p&;yable to t he Copper :bport .leaociation, Inc. 

The Gun.ranty aloo reported a check dra1111 on 1\ by the B. C. I. po.;yable to 
Genorol llot oro OTeroeee Corporation tor $60, 000, 

l(y rooolloct1on 1o that Dr. 'llhite 1o prOY1d1ng the Secretary regularly 
rlth our Cuotome etat1et1ca ahowing exporta ot c opper to Ital y. If we deoir o 
earller data, such aa that which we are now rece1v104 from bsnldng sources , 
•• could no t be &18\U'Od that we bad complete Information unloao we cannuood 
the ban:dng coiiiiiUil! ty. J'or the preeent , I th1Dlc we ohould limit our 1n­
qll!rloo ln banldn(; clrcleo to thoae 1Dot1tut1one which .. mow are financing 
Italian !)'.IZ'cheoll . On the other hand, we •i&ht contact t he Copper ::::.port 
~oooclat!on and perhapo other copper exporter a w1 th t he vlew to being kept 
c:.rrently !D!oraed b7 t hu. 
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TREASUIIItY DEPAIIItTMENT 

DAft Mo, 1, 191i10 

STRICTLY CONFIDENTIAL 
• Cocbru 

1 u l.lotd 'b7 telepbou wi\11 bob tllh .,,_ ... at J•25· .. •14 

tbat there had r.U7 b•• ao dp1t1- llaall:liiC o_..uoae .. nporte4 
to bl.m, inaofar •• ltaliaD acooah are 111YolY14, I• -Uoucl U.. t o1-
lorlag ae tranu.cUono wbich lla4 ben broup\ to llh aUnUoa, aa4 •lch 
ha relayed t o 1111, '1101\ •1ch lla tl>oll&» • wolll4 t1D4 of 11\Ue ia\orllt 1 

Chaae :a...!< reported a t.....rer ot $100,000 troa tllelr haDlt 

to Schroeder, .a4e troa tile acoCIQil\ ot \be llaaco 4.1 l.aYorl to U.. 

account or t ile - lDeU\uUoa wi\11 llolll'oedar, 

Thlre •• a olllolt 4rawu 'b7 till 1 .. York II&IDC7 of the :aa..oo 
Co"""rc iale I\all&Do to J'ord tor $5(>,000. 

There •• a \rand• fr- &D ltaliaD luazallce Co.pallJ i.n 
Trieote to a haDlt 1D Zarich for $50,000. 

'1'wo :pe;flMnh wre ordll'e4 b7 U.. ltaliall Cr..U\ lu\Uut• 

to be Mde 'b7 \he Chall an4 I&Uoll&l. 01 t 7 :a...lte, each in \be oaa 
o! $200,000, on acooua\ ot coupon ~to tor \he ~blic Utilitlee 
1!1nittl'7 1D l tel7. 

TM ltall& C1'141t luUtute o~ a ~t '117 tile Chall 
BAnk of $700,000 to IGIII>ecott, ""clar an ol4 c1'141t, !Ida laet 
t,...,aacUon llllowe that 1\&17 il eUU ~ coPPft', 

r tal ked 'b7 teleplloae tl>h atteraoon &leo with llr. S..Ul le..._., tbe 

r . s.o. tn thl Depart..,\ or S\ah wbo bml&lee \he Itall&D 6telt . . .. a\1\14 

that no cabled reporh 11&4 bMD 1'10401'1'14 troa \he llaha&q 1D - toda7. 
lie has pr omaed to telepbou - replarl7 - ...... be bae &n7 freell ItaliaD 
lo!on:ation \bat be can pau oa to ue. 
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liiUI S!OCl III.IDir 

Oloollll prlo .. oa JUlaa ltooll: ...,bnce tollow, 1a llnt 

.A4ri.&Uo 
J41ooa :IJ.ootrlo 
I I P 
MorU llootrlo 
Tend llootrlo 
V.oo lll .. trlo 
rut 
Moatooatlal 
Plrolll I'*liu 
ItaloUlo 

lo114 
Itallu CoaT) .a 19311 

....... 
lf.ILUI JXOISS l'BOJ'ITS '!U 

!!!!tli 

202,.3~ 
3 .. 1-Jf.ll 

66-1je 
368 
23'>-1/2 
11qo 

513 
~1/2 
1 6611 
159 

1oM- Itallu Ooblut tO<I.q 4oor .. 4 a epoolal ao••• prot1h tax oa oan­
bco aHrlbutoblo to wr ooDd.ltlou, aooorotlac h .U-lato4 l'rooo. 

fht fu, crwlaato4 troa 10 to 6o -peroeat, vi.U lle III'Pllo4 - tboo total 
OIUliiAl lll'llllll ucto41 12,000 llro • ........ 
1tJS 
10:0} .... (11.8.!.) 
Kq 1, 1~ 

iQCI- 'Oill.tl4 Statoo Jabuoo4or l'bUllpo oal1o4 oa Pr..tor Muoollai - _. 
1&14 to b&Yo 'bon lDtorao4 'IIJ 11 !)gee that M """'"" obaace v1U H _.. 1a 
ltolT'• poi1Uoa roloUn to tho _.. 

l'hllUpo oallo4 oa ..,.,ollai, 1t _. ..U., to aooorl&ln lt poulloll ,... 
t~ Italian pool tin 11 1a the pro11a lat-UoMl oU•Uoa 1a now ot tboo 
•harpeal4 tou ot lta.llu ottlolal - ,.. • ...,.r otat-to ro1aUw to tbl AU111. 

Bo ~-peat li5 .s.a.&.ea nth the P....tor- attar tbl MltlDC it _. oa14 
I!Uooolial 114rloo4 h1a ao """'"" obaap la tho proem It..U. poaUlu ot -

h 1a pJ'Oiplot. 
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IICP 
Ut55 a.a. (J.S,!,) 
.., 1, J.9IIO 

1..,....,1., Allio&-ltallaa hloUoll, nloh nnl\M. ill tho or4er1DC ot aU 

Jrllhh ohlpo oat of \ho Me41hrru-. ~ -.o Ucjl\OillJlC ot \1"'*-d.o reotrlo­
Uoao oa J.aer1C&Il .. porh to ltel7, \ho 17A1 \M. Prooo ropono, 

nat ltel7 1o _... of \llo olnMlOil lo 1D41.oatM. '117 41opaloh ot a opool.al 

41pl-Uo -7. Coat A4o1pho Wooa4rlnl, to \be IJ, S. h 4M1 with pro\1-

ot 'lfuiU• \'ratt1o. • lle will arnn ill Iow Tork ~t X. 9, -r411lc to \be 

!tal lOll .liobaa07 • 
llo dota1lt ot hlo &11ololl Wl'l nnalM., b'o.t oo-rolal lh1JIP11lC 1a \be 1101t 

t.port1111t phou of _..u~.~~e \rattlo wUh Itel7 10 tar ao Itallaa llOMo aro ooa­

con>K· Italy' I la:porto of Ul)ortaat raw -torlalo t r• • .,... ... o\hor tholl .&Mrloa 

h&n Ntll pw.tl7 redllcod oiDco tho wr • 

••••••• 
wm 
2tolf P••• (J.S,'f,) 
• ., 1, 191lo 

1J....._ro~ ot l tah Wol! • .oo 11&14 \o4q that \llo ltah ~\ _. to~ 

loriac tho oUuU• Sa \lie lle41\orr _.U..tl7 ftt \11&\ thoro_. ao .... 

dalrnr b \ho 11'. I, poolUoa. 
YoU111 oo-i _. ..U Sa - to qMoUou recutlllC IJ, I. atUtllllo la 

•ltv ot tho llrlUoll. too1ol01l to 1'011.\o lh ohlpo aroall4 Atrloa ra\hor ihaa t~ 

lho llatl hrraa-. 
Yolloo aait that ho llat rooolnt 110 roport fi'OII .bllaooator Pll.llllpo oa \M 

lalhr'o oall Oil Prll&lOII' ..... llal • 

vera 
_., p.a. (J.a.t.) 
.., 1, lgllo 

....... 
a- - l t&l7 ao...ot ~ v. 1, Ull lroaat lrUala Wq Ul&i ..,. le aoi 

Plala1ac to oaior tM war at tM ,..._, -t, U lo ...U •U.rUaUn}T. 

!lot ao-- oall to llaft )Ooa 11- :peron1ll1' '117 ...._ .. .._llal 
\o WtW.. PUUipe. v. a. 'rtr·ne'·r. u-lh 1 • 1r a •'•''er atatun\-
1&14 to ban \oea _.. to - Jlriu• ClllarCO D'.lrltalr ... ar .. 1 GMrl.oo, '117 
' •"1Cil 111a1oior, Owai Cluo, 

.. 
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CONFIDENTIAl 198 

Cont14tpS1al 

PARAPH BASI 

A telegraa (no, 373) ot JCq 2 , 1940, tro. ~ AMI'iou 

Coneulate General at 8hangb•' reada aubatut1all7 ae t ollo .. : 

Text ot ••••as• trom American Intoraat1on Co..tttee 

sent t hrough Kanlla aaateur radJ.o auppUed at ~ requeet 

t oday b7 Committee Cba1rman 1e ae t ol lowe : 

"Honorable Cordell Hull, 8eoretarr ot State, 

Vaeh1ngton, D1atr1ot ot Coluab1a. Btrongl7 reoo .. and 

preaent a• moat etrateg1o opportun1t7 aake loan China 

purpoee etab1l1z1ng ourrenor obJect t oreatalling tur~r 

at taoka aga1net Cbineae national ourrenor through . 

oreat1on another puppet Central Bank operated b7 Japa­

neee ~ and Wang Cbing-.. 1 Beg1ae, llank1ng. Thought 

certain Japan••• planning exchange oontrol here e1a1lar 

oaeee !1enta1n wh1oh dJ.eoriaiAator.r Aaer1oan trade other 

1ntereete here, elee~ere. Currenor etab111zat1on loan 

would boleter Cbineee aorale, preeerYe uD1t7, aa1nta1n 

cont14enoe people recognized 81no llat1onal GoYernaeDt. 

Such loan could be Jo1ntl7 managed under ourrenor manage­

aent agreeaent profitable both oountr1ee . Aaer1oan 

Intormat1on Coamittee•. 
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fbe aeeeage vae 1nep1r94 b7 a oonYeraat1on wbloh 

certain members ot the Intoraat1on Committee ha4 with 

198 

Dr. Paul Monroe wbo paued through 8hangh&1 lut nelt-end 

hoaevard bound on Prtt14fDt P1trot following a .. eung 

or the Cb1neae Foundation 1n Hong ~ong. Be wae ot the 

opinion that the Brit1eh tund wae praot1oall7 exhaueted 

and unleu eoaeth1ng wert done Bh•ngb•' t hera a1ght 

be a ooaplete oollapee ot Ch1neee ourreno7. On April 28, 

tile Collllll1 ttee vae 1ntormed 1n oont1denoe b7 Dr. Monroe 

tnat at that time there remained 1n the stabilization 

tund leu than 1.1,500,000. Dr. Monroe wae anxious that 

it not appear that the 1.n1t1at1n had come trom the 

Ch1neae authorities and he did not auggeet that the Com­

mittee send the telegram. Rowe•er, the idea ot the 

telegram grew out ot the Coaaittee'• d1eouee1on and 

there ie no doubt that the Committee wae 1ntluenoed b7 

the taot that Dr. Monroe had talked reoent17 in Chungking 

with General Chiang ~-ehelt. 

Publ1o1t7 g1YII1 111 Sh•nghtl and 1n Vuh1ngton to the 

reoommendat1on, 1n ad•anoe ot the reoe1pt ot the telegram 

b7 the State Departaent, 1mp1Jing that thl ex1et1118 

atabll1zat1on tuud belJig operated b7 the Bong ~ong and 

Shanghai bank vat alllott eihf.Ueted encouraged hi&Y7 

bu71.ng 
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bll11 .. ti'M tile O.val • ., 1 *lela lei a. Osa...:L 

w rehss h ssU sa U.. ""''Ill at llq I sa4 _ .. tile 

!be Oo..tnss taUel w soanlt tale Osuelsk laeN1 

or looal .Usl'lou bsaksn 'bats" ssSi41JII Ws tsllp'llll II' 

S1T1DC u looal pllbl1o1'f ua4 baa sal7 - (llq 2) 

suppl1e4 oop1ss et ~ tal ..... to tile £aerl- Clb,...... 
ot Co••ro• &114 ..... l'lou .t. .. oo1aUoa. 
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TO 

SubJect: 

TREA.SURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secreta~~entbau 

Mr . Ha~· 

Railroad freight .oveaent tor export. 

Exoort freight receipt• hold at atea4z level 

The reaarkable ateadineae ehown by receipte or export 
frei ght at New York over the paet eeveral aonthe baa continued 
through April. (See Chart land table attached). In the paat 
two weeks, it will be noted, the export receipts at New York 
have shown a rising tendency, contrary to t he trend at other 
porta 1n tb1a area. 

During t he week ended April 27, an inereaee or 213 care 
1n export freight receipts at New York waa otraet by a decline 
of 309 cars in receipte at 9 other North Atlantic porte, leav­
ing recei pts in the North Atlantic area 96 care lower tor the 
week . 

Exporta eharp!z higher 

The volume or treight exported troa New York during t he 
week ended April 27 waa 733 care higher than in the preY1oue 
week, when exporte were attected by tbe invaeion or Scandinavia, 
according to fi gure• derived troa reported data. (See Chart 2) . 

With the larger export aoveaent, lighterage freight in 
st orage and on hand tor unloading at New York baa declined 
slightly, the April 27 f igures showing a reduction or 111-5 oar a 
from the previoue week. (See Chart 3). 
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RZC!I P!B at rRJ:IGII'f roll IIXPCit7 l.'f 11ft YOIII: 
AIID l.'f IIIR cmiER IORTB I.!LAIInO POR!B 

llne other lorth Week ended 
1939-110 Ne~-~~~~-~------~~l~t!:rr:::: ~------~~~&1 

October 28 3,707 . 

November 4 3.562 
November 11 

3-rr November 18 3. 
Nonmber 25 3. 97 

Deoeaber 2 3,435 
Deoe11btr 9 4·~ 1,~ i:$ Deoe11ber 16 1, 
Dece11ber 23 11-' l!lla 1,602 • Deoeaber 30 3,856 1 ,1~ ~~.· • 
JAl\U&ey 6 4,000 1,~1 5.~1 
JAl\U817 13 4,~ 1,433 5.-.,9 
JAltuary 20 4, 0 1,557 ~,614 
Januarr 27 4,389 1,825 ,21 

February 3 4,274 1,498 ~· 772 Februarr 10 4,614 1,~90 ,207 
February M 4·97 1,~7 ~,611 
Februarr .550 1, 7 ,217 

Karch 2 ~.577 2.m 6,965 
March 9 ·~9 2, 6,507 
March 16 4,0 2 1,845 ~:~~ Karch 23 4,424 2,ij3 
Karch 30 4,150 1, 2 5. 2 

April 6 3,979 1,5~1 5.i30 
April 13 

4·ru 
l,S 6 5. 23 

April 20 ,1 1,~ 5,699 
April 27 4, 1, 5.594 

!/ Source: General ICallagere' l.t~octaUon of lev Yorlt, Da117 
Report of Operating Oon41t1one 1n lev Yorlt Harbor . 

Y Source: A11oc1ation of .Aaer1can Ra1li-oa4e, Oar 8erT1oe 
D1Y1e1on, Report of Carload Prelght t or Jxport 
and Ooanal Vee eel llo••ent. Incllldee Beareport, 
Portland, Botton, ProY14enoe , Philadelphia, Oheeter , 
1f1la1~on, Del., Baltaore , and lorfollt (or ~ton 
Roa4t). 
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AME!IBASSY, 

LONDON. 

8041 SECOnd o 

TEILORAA SEii!' 

201 

p~· 

IIA7 2 1 1940 

FOR BUTTER'70RTR FROl.l THE SECRET.\RY OF THE TREASURY • 

FQlloning 1o thE tExt or ~n ~ddrtaa StcrE~ or thE 

Trtnoury 1 o delivErinG 10: 30 n~., Enat£~ St~~rd TimE, 

Ha7 3 1 ~t 'flo.sbington: 
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CK ,.2- ,/804 • l.lny 2 • to London. 

"I am particularly pleased to bt able to talk to 

you today btcausc I am in such hearty accord with the 

purposE of this s eri es of meetings, which I understand 

to be education for democracy. I applaud the initi ativE 

and thE public spir it of the leaders of the 'ila:~En ' s 

Division of the Democratic National CommittEE in mal:ing 

this notable convention possible. 

In considering your invitation it scene~ to oc that 

I might contribute oost to stimulation of your thoucnt on 

the problems of d!lllocratic govtrn,tcnt by talking to you 

about thE money of the UnitEd Sta tes , and particularly 

about gold. I havE chosEn this subject becausE I think 

it 1s onE in which all of you art intErested; and it ia 

cnt about which you may bt aslccd a good many questions 

as the year proceeds . 

One thing you wi l l hnrdly nttd to bE t old about 

our monEtary systEm; tha t is, that thE .1mtri can dollar 

is thE soundest unit of currency in the world. Its value 

is unquestionEd hEr E at home end it is not questioned 

~ywhtrt else in the world. It is a solid rock of 

strength and s tability amid all the monetary confusion 

created by augrcssion ru1d war . It is more than a 

domestic • urrrn•y; it h::.s btCiomt in tht l::~ st few y&::trs 

core o.ni mort a.n intcrn::ttioMl currency. Pt oplt throusit--
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- 3- 804 , rl:ly 2 , to Lo~ ·205 
out the world uho arE driven by disaster and fear to 

hoard currency prefer to hoard the currency of the 

United Sta tes , when they can get it . 

1'1£ ha ve t1•i cd t hrou(lh m:my means to fac111 tate 

sto.b1lity in the currenciEs of the world . An outstanding 

cxom!'lt io the Tri partitE Accord which we initio.ted in 

Scpt~bcr, 1936. In a l l , six of the leadinG donocr o.ci t s 

of the world h o.vt subscribed to thE pl•inciplcs of th::t 

Accord. Unfortunately, the prOIJl'eoD we \'1£1'£ n oY.ing in the 

field of i nterno.tiono.l fino.ncc .Jl(, tt•:uic J"-S b.:cn 

interru~tcd by the eo.to.clygm i~ £uroo c . 

One of the most strikinG C:.evelop:nents of those 

recent yeo.ro ho.s b e en t l:e univers:-.1 confid ence in titc 

American dollo.r o.s one of the very few cct•t::.in thin!Js 

in a hii!)1J.y unccrto.in world. 

So»£ of our citi zens who o.clmit thE strell{lth of th~ 

doll:.~· o.nd t he worl d ' s confidence in our currency :tOW 

su:;sest t h:.t confidence in our dollc.r ho.s resulted in this 

cou.~try receiving too ~uch uold. 

Duri ng the last 6 yc:.rs we ho.ve o.cquirtd o.'t:out J].O 

billions of gold from o.b~o.d . 

l'ihy h::-.s so nuch gold coot to the United St:.tcs? 

1!1 thE fi r st pl o.ce , r~e h<'.VE EXported m:my billions 

of doll~.ro r ·:torth of zoods and services in excess of the 

:mount a 1'1£ h~vc imported, Secondly, l orgc =ounts of 

forti(;n fun.is lr .vE come to th13 country to bE pl:.ccd ~.rD. 

ke J t on deposit with our b:.~ts , FOreigners havE sent 

thti!' funds htrE for s~ftl:tt!) i::\5 btC~\ISE of thE pc~cE , 
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sta~ility, and security which thia country enjoys. 

ThirdlY, fortiO'ltrs have madt large invcstmmts i n 

.•.mcrican industries because thty regard Anttrico.n ous incss 

as a so.ft and profitabl e investment . f'inally, Amr.ricans 

haVE bt t n withdrawinG their fUnds from abroad and liqui­

dating thEir for eign investments in largE sums because 

they prefer thE dol lar t o nny other currency. 

I t is for these reasons thnt we havE had so lar GE 

a favorablE balance of payments; it is for these r £asons 

that gold has COI'IE and is continu!.nc to co:.1E to the -nittd 

States . 
Gold moves from country to country not as o. co~od­

ity but o.s o. means of payment , the one final mtditm! through 

which i nttrno.tional scttloocnto o.rt mo.dc . 

ThE continued acccpt nnct or the GOld tho.t comes 

here is the only sound course of action opEn t o us . ThEre 

nrc , i t is t1-ut
1 

other courses of action theoretically 

possible, but they nould all hav t disastrous consequencEs . 

Toke, for oc:amplt , thE proposal so frcqucntly mo.dt 

to us tho.t wt stop buyi%18 golclo I t has thE cham~ of 

simplicity . All that wE have to do is to issuE an 

llpproprio.tt: -Treasury order. But ltt me tell you what I 

think would happen. Dollars o.broad would instantly 

become very scarcE and mort costly, and thE rorcignt r 

would find i t much mort exp ensiVE to buy Amtricnn goods . 

For txo.t~pl £ , tht British pound, thE Cano.di :..n dollo.r, tht 
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tbe French h'anc , th£ Dutch guilder would at one£ 

sharply dt9rEc1atc . A chain or forc Es would be set in 

~:~otion whlch would disrupt our trat'.c , seriously discouragE 

who.t rD!Io.ins of r1orld oommcro£ :>.nd rDIIOVE from world 

tino.noE thE strongEst Elcnent of sta~ility. 

ThE cessation of gol d purchcsEs would have thE 

following thrEE immEdiate effects of great importancE 

to us: 

Firstly, thE sal E or Amtriccn p roducts in foreign 

m:>.rkets would bE mt-.d£ much a or£ d~.fficult. 'i!:is wculd 

not apply so much to war materials , which r~~Eign countries 

want so urgently, but l.t woul~ h1 t ho.rd our u:port of 

hundrEds or agricultural and industrial cmm•oditiEs not 

vital to th£ conduct of the wc.r . WE would l osE htc.vily 

in the very mc.rkEts wE will bc.dly nEEd when thE war l.s 

over. 

Secondly, thErE would resUlt an l.lrmEdiatE nood of 

l.Jnporta of chcc.pmt d forEign goods , which would d Eal = 
oven :nor£ serious blon to labor, industry an!. agriculturE 

in Americc.. ThE very 1tcns w~~ch cau9ete with our eomEstic 

products would delugE our horn£ m:uiccta. liEat o.nd dairy 

p1•oduots1 tExtilEs c.nd hundrEds of other articles r:ould a t 

once bE subjectEd to grEc.tly intensifiEd competition from 

o.broad 0 

Thirdly, i\mEricans who havE i nvEStmEnts abroad 110uld 

f i nd thct thEy hcd suffErEd substantial dollc.r losses 
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overnight just as foreigners nith investments htrt would 

find t~t they h::.d rindfc.ll gc.ino ovtrnig)lt . 

So you set this simple rc.1tdy is, in Effect , o. 

propooo.l thc.t would completely disrupt our forEign cxchc.ngto 

and our tr:ldt nnd grco.tly incl'to.oe unEmplo~ent in this 

country. And oo ,.,ith the other no.ive proposo.ls which some 

well...mco.nins citizens suggest o.s o. remedy for our e.ccu­

aule.ting gold stocks. 

Sho.ll ~£ follo~ thtir e.dvice ~ cut thE pricE for 

cold? A modt ro.tt cut r;ould bt in• fftctiv= , ~.na a cut in 

pricE sufficiently largE to havE a oignific~,t Eff ect on 

thE gold inflorz 11ould introduce tbc o:une conet~ticus as 

would follow prohibition or gold importo. ';"his .1l.oo would 

o:.uae a s£riouo d ccrto.<lt in our tradt ru"d a big incrense 

in unEmplo~ent. 

Sho.ll 1"1E
1 

o.s somE have O\lGSEotcd, diocriminc.te 

o.go.inot ccrto.in countries in our purcho.oco of g~ld~ Such 

a policy would not even h::.vt thE virtue of errectivtntso. 

The ac t ive cooporo.tion of ~rnotic~~ly the entire norld 

trould be required to prevent nny one country' o gold from 

entering the world' 0 marke t a ani rto.ching the United St~teo . 

Obviously this would bt imPoooible even i n nonno.l times, 

ltt o.lone· o.t o. t~e such o.o thio. Otoidco, the vnlut or 

gold is proportionc.tc to ito unq udifitd uot nnd 

o.cocpto.nct no an inttrno.tiono.l medium of txeho.ngt . To 

Regraded Uclassified



- 7- i 804, Way 2 , to London. 

li=it ita o.cccpt~cE would mton to reduct ito uacfulncss. 

Tbtrt i!l yet another o.ltcrn:.tive 11hi.ch has o.l17ays 

been open to us . Inotc~.d of t~l<lng gold we could havE 

gr~nttd credit. AmEricana could ago.ln have accumulated 

hUGE unocttltd clo.irna nbro~.d . IV£ hnvt had cxptrimct with 

tha t ayotcn - - extensivE cxptritncc - - in thE decade that 

tndtd with thE economic collnpo£ of 1929. It is doubtful 

tM.t AmEricnno 11ould want to rcpto.t that t><ptricnct . 

For the EXCE~o of goodo wE chipped nnd for thE 

dollar crtdita 11E grantEd 17E hav~ r.:llc:ll COld in thf; laat 

oix yt!lro 1nctco.d of promiaoory llotco. ThE vl•"':.c:: "good 

c.o gold" otill hac rto.l n1trudng in the worl'l,, I p::-cftr 

the gold to pitcca of for£131'1 paper. I tru.nY. mo~t Amcricc.na 

a(lrte with m£ • 

Our gold policy io ca refully o.djuatcd to the rEo.li­

t ito of c. complEx 1·1orld si t=tion. There have btEn many 

glib oucgcotiono for changing thc.t policy. Ex::mi:t:tion of 

t~ch of tht~E OU36Eations hc.o rtvto.ltd, o.s in thE cx~plto 

I ho.vt mentioned, th~t i n thE effort to PEQedy fancied 

evilo they r1ould bri~ on real disaster. 

Of couroc , should basic cont.itions alter, should 11£ 

be con.rronted with n ew o.nd \Ulfor£aten economic o.nd poli­

t icc.l developments , th£ govcrm1tnt will ntctoso.rily t<lk£ 

ouch C\ction no will beet protect Amtrico.n intcrcsto . It 

-
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1 ~ to be prcp::.red for ouch contingsncieo th::.t the pol1ers 

11ith rcapcct to gold opero.tlono b..wt bttn kept nc:xiblc . 

ThE Trcc.oury is conotc.ntly obacrving1 r.no.lyzing :'.tld 

otudying the couroc of cvrnto 1.n their relation to monc­

t :ll'Y problems in which thio country i o intErcated . But 

nothin(l ho.o yet appeared w:·,ich would wo.rr:mt =y ch=ge 

in OUl' (iOld policy • 

There is only on£ sound wey in 17hich \7£ c-..n \70rk 

to reduce the in.."1o11 of gold .-nd to pro::>ctc the l'durn of 

et lc;-.ot o. part of the u ccl.th it ··~pr=ocr.t:o t:o -a:>-ful. 

oervict in the l:lndo f1•om 11hich J.t c:uae . T?1 : o7":.:/ is to 

do evc rythJ.nG in our power to contribute to ~.:..z :'<turn of 

pc:.ce to the r1orld c.nd to r.ncour•.r;c rcconot:ruction ::.nd 

t he rcoto1•;:o;t ion of nonnc.l t!'c.de . V/i th the r t!ltor;:o;tion of 

rndur1ns pc~.cc <'.nd economic otc.:>ility abror.<l th~ (;Old 

probltm will oolvc itnelf. Our grcr.t tJ<port surpluo 

~1111 drop--not because \'It shc.ll sell l eco ::.bro:::d :>t·.t 

bcc;-.uoc uc ohcl.l buy ~ore . Fbrcign cc.pit~l uill be gr;-.d­

uolly repc.tri.-. ted - not b ecc.uoe 17£ dri vc i t out but 

b ecr.uoc it i& attr:>.ctccl home by the rcwer15cnct of security 

o.bro~.d . Our inve!ltor!l will once ;:o;g:~in invest their funds 

:>.broc.d -- not beco.uo c of the scr.rci ty of op;?ortuni ty o.t 

home but bec o.u::e of grea tly enh~.nced opportunitieo for 

oound ~.nd p1•ofito.ble invcotmrnto in other l c.nds . And 

fin.".lly our tourio to will spend hundredo of million:~ more 

i n foreign countrico. 
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'l'hUE a.rc th£ dncl~mt. wtlioh .Ul autaM.t1oallJ' 

and graduall7 dirEct thl: now of sold awa7 trca th£ 

UnitEd Statu. ThESE arc thE dl:vcloparnta upon wtlich n 

must concEntratE. WE muat oon~cntratc on thE promotion 

of turthtr recovEry hErE and p t aoE and atourit7 abroad DOt 

in ordtr to corrEct thE gold situation, but bEcausE 

proaptrity, pEacE and sEcurity art in thEmaElvta tht 

suprEmE Ends of govtrniiEntal. policy. That th£1r attain-­

ment will al.so solvE thE world' a gold problDII in onl7 a 

b7-produot1 but an illlportant onE. 

I ahould like final.l7 to turn to tht .:jUEstion of thE 

conti nuEd uattulnEss of the gold wE have and tht gold wE 

arc ~ina to get . 'l'his 1s a mettEr that is troublina 

some pcoplto 

LEt mE rtassure TOU oncE and tor 1111 . Aa long as 

there ore indEpEndent nations, ond os long aa thtrE ia 

inhrnational. trndt 1n goods o.nd atrvicu, so long uill 

it bE ntotss3ry to settle intcrna.tional. bal.nncEso Gold is 

tht intcrnntionnl. mtdium of txohrulgE pa.r C<CElltncEo 

Its a.ooEpta.bilitT is univErsa.l; its utility a.s intErnationnl. 

monty survivts cha.ngEs in Economic syatDilao It is uatd 

a.nd ntedtd just a.a much by thE frEEst dtmoora.ciEs a.a b7 thE 

moat rigid diota.torshipa -- a.a much b7 ca.pitnlist 

tconomits a.s b7 socia.list ~:eonomiEa. It ia th£ rEfinEd 
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instl'Uiltnt of intcr=tiono.l cxohc.Jl8E or gooda o.nd strviocs1 

~0 well ~s an essential ingrEdiEnt in the mort complex 

international financial tranoootiona -- en instrument 

that has functioned without chcll£ng£ for hundreds of 

years . Every foreign country wiohts it had mort of it; 

no fot•cign country lilcts to lose nny of it ; all countri t a 

accumulatE i t a s soon ac they can afford to do so. And thE . 

f~ct thct aom£ countries find it ~oooiblt to conduct their 

intc~tionnl tr~dt without gold docs not mE~ that they 

prefer to do so ony mort than ~coplt reading by c~~lc­

l1ght do so btcauoE they prtfu • o • .ndlcs to tl<:ctricity, 

Gold docs not looc ito velue btceuoc oomt countries 

art forced to rccort to clear i ng crrnngcnentc , barter, 

import controlc, and otht r oubstitutco , All these oub­

otitutco ~.re r.dmittcdly woroc alttrnc.tivcs. They r.r£ 

rnethodo of conducting trade and finance which will only 

be cdopttd when a country doto not pooocos adequatE gold 

holdin3c o GovernmEnts resort wholly t o these substitutE 

methods tor kttpiDG n country' o bnlc.ncc of pay.ntnb in 

cquilibri= only during timto of great :>n:1 proloilGEd 

otrcoo end instability, and only when for onE rcr.con or 

anothe r they have bttn unable to prevent the l ocs of most 

of thEir gold holdings . All countries would likE to 

hove more gold, and thE countriEo which have thE l eaot arc , 
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you V~ill find, countriEo which nrt: otriVing ntoot to c.dd 

to thEir gold holdings, Thty do so bEoousc thEy know 

that an adt:quatE 11\ll)ply of gold promotEs economic 

strEngth and furthErs financial 11tability. 

To b£ sur£, if th£ poli tical picturc· of thE world 

should undErgo a drastic chang£ in tht futurE , so that 

instEad of fifty or sixty indtptndEnt nation11 thErt should 

txist only on£ or two groups dominatEd by ruthlEss powErs, 

thEn intErnational tradt and financt may assumE thE 

charactEr of domEstic tradE . Thtrt woulC cEallt to bE 

indtp£ndt:nt monEtary systEms, as thErE would CESS£ to bE 

indEpEndEnt forEign pol iciEs . BalancEs bEtwEEn countriEs 

would be sEtt ltd as b~ancta bEtwEEn our states arE now 

sEttlEd -- tha t ia , by transfErs of dEposita . Ondtr such 

circumstancEs it might wEll bE that gold would no longEr 

be n EEded . But undEr thosE circumstancEs l ifE would b£ 

so diffErEnt that thE possiblt loss in thE valut of gold 

would, I am surE, b£ thE ltast of our troublEs• 

CErtain govErnmEnts may boast of thE day whEn 

indEpEndEnt democraciEs will disappEar. I , for onE, havE 

no fEars that such boasts can b£ mad£ zood . I am as 

confidtnt that golC'. will continuE to bt ustd as thE 

mtdium of i nternational paymEnts as I om that thE =jority 

or nations will succEEd in maint :J.ining thEir indEPEndEncE. 

Wi th tll£ rtturn of pEacE o.nd of ncnno.l Economic and 
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political relationships• t he present barriers to the frrc 

flow of goods 1 c npi tnl , end services nill be gradually 

lontrcd, ~d gold will inevitably play its indiSPEnsable 

role in making that r esult possible. 

OnE vrord mort -- thE exchc.ngt ttt mndt o.nd art makirs 

in return for gol d is c. good bargain for us . It has 

enabled us to increccE employment and rEcovEry. I t hns 

mc.d£ poooiblt thE utilization of labor, capi tal , machinEry 

:.nd rECourc ts tho.t would oth~l:'l·tis£ h>lVE bttn idle. I'IE have 

expanded our txport:~ and tncoUl•c.:;ed our dcmE:>tic industry. 

,\nd
1 

moreover 1 n£ have c.t the a:>;~e hmt acquired thE safest 

physical c.ostt in the <~orld o 

n1crc erE somE oinctrt people who ~~vt beEn dis-

turbtd by stories that thio country hcd ~ monctc.ry policy 

th:\t thrtc.t t ns to c~ust looo to tht nation. I f you m££t 

ouch pEoplE I hopE you ,.,ill reassure them. You may tEll 

them th~.t thE grco.tEat o.nd richEst country of the \"orld 

h 'o the btot c.nd soundcot moneta ry ayatcn and thc.t there 

is no reason to fEar t ho.t it flill not rcmo.in sound. 

11£ o~ fEEl EntirEly comfort:o.ble in tht posst:~sion 

of ~. supply or gold mth <thich fiE c~.n meet futurE demands 

on our mone tary systEm 11ithout c.ny shock to our economy. 

'.'!t oc.n be prtp:o.rtd c.lso to plcy tht pc.rt "It ought to plc.y 

: i>'l 
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in the reconstruction of the world tho.t mUDt follow tb& 

ocnoeleao dcotruction or wo.r, " 

Ei\ : FL: l.iEG 

WELLES r Acting, 
(HFJ 

SEND SAllE TO: Po.ris o.o Dcpo.rtmEnt•a 329, second, for 
MatthEWS from the SecrEtary or thE Trro.aurr. 

BErlin O.G DEpo.rtmcnt ' o 1141 , sEcond, ror 
Hco.th tram the Secrcto.ry or thE Trc~surr. 
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London 

Do.tcd Llay 2 , 1940 

Rto 1<1 1:30 p.m. 

2li 

Storttnl'!' of State, 

1'/aahington. 

110(,, lla:; 2 . 

FO a TRZ.\.SURY :."i'!OM 3UTT£if>C;n':J. 

1 . Eva some of tht :!n1t1cl. suppo::-trrs of Sir 

Jo~~ S~on's budget ~ro,oaals art ~cve1o9ing into 

eri~ics . For instance no11 t~t Tiii:;;S in o.n Editori::U. 

sto.t cs t~t the Cho.nct11or of the ~ohEqutr "ilns to 

cx·;>lo.1n ·:1hy h~ cstilna.tcs our 1'/0.r tx,trod1 turt during 

thE ourrmt yzc.::- at the alc.rmingl.y 1ol'l figure of 

pounCia 2 , 000 ,.,11lion·' · Tht Trtt:::s also to.kea thE viE\T 

thc.t ~he Nll&ons tor sup:Josing thAt tht ro.tc of voluntary 

1entling o111 bt &.Equo.tc :W.vt yet to be eleo.rly 

~D:Ionatrntec.. 'ibt tditoricl. concludes: ·'Indeed thE 

more the ouasct is stu<:'.ic ·l the mo1•e it o.;>ptcrs to bE 

prov1aion::U. both 1n 1 ts dcto.ils anCi in its spirit o.n4 

tht mort 11kc17 ~ots anothEr budget in the ncar fUturE 

c.pptto.r to be . " 

2 . In the coursE of o. convcroo.t1on thE British 

Treasury rcvittttd thE status of its c1tc.r1ng c.nd payments 

o.grtcntnts 

Regraded Uclassified



217 

- 2- ~~104, ll~y 2 , fro~ London. 

agrtDDcntss a~ follo7.s: el t~r1n& c~rtDDcnta: (a) 

Spain (rtetntly concludEd) , (b) Itcly (enangtc undEr 

nq~oti:ltion), (c) TurkEY (11ill worlt wEll for a whilE) • 

(d) numanin (changzs undEr negotia tion) . 

Pa:IL'tnto agrEttll:nts h a.vt \>tEn concludEd 1'11 tb (o.) 

Stttd tn, (b ) ;lortro.y (nhieh 1s ';)£111$ patchEd up to tit 

t:lt cxictin3 circu:nstnncta) , (c) :::>trmc.rk (no lOJ13E::" 

opn•=.t1v£) , (d) Al'gtntinE o 'lhErt !.a o. t£D'!)ora.ry =rc.nst­

mclt ttith Yugoolav!=. :md i t 1o ho;>Ed to negoti atE a. mort 

tomr~ c.:;rEcntnt. '!hErE c.rt cloo o.::-rc.ngmtnta t:ith 

Uruguc.y to EnSurE th~t tC'\E proctEclO Of importo tram 

U1'1.1v"UU.Y r.1•E O)Ent in t;1t Unit t<'! Kin~om and thE attrling 

arta. '!hErE is c. a:l.o1l :>.r a r rc.ngcnmt 11ith 3ulgaria to 

tnaurt th=.t thE bull:. ot tbt proottdc ot import:: fl'OI:I 

Bulg~r1a crt apEnt in thE Uni ttC:. Y.i t\8(l01l1 nnd tht atti'ling 

=.r s=. m~d an arr-...Jl3!::.1Ent t71 th llung:.r:r :~roviding tor a 

~ltr proportion. It io the intEntion of the Britian 

Trto.ourr to continue to u::.kE p o.)'QEnto al!l'tE!!lEDts of 

ont typt o r n.nothEr, f o::m=.l o r info::mo.l ::.o ooon ::.o 

pooaiblt . 

r.Ei!NEDY 

DD!.I 
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Secretary of StatE, 

Washington. 

ORAY 

PARIS 

DatEd tlay 2 , 1940 

REO 1d 4:22 p . m. 

566, llay 2 , 7 p .m. (SECTION ONE) 

POll 'mE 'JREASORY. 

218 

Additional changEs in thE cxchancc control rEgulations 

arc 01lbod~Ed i n t uo dEcrEEs a.nd an arrEt£ ;>ublish Ed in 

today ' s Journal Off1c1E1. Tllt wording ot ArticlE II of 

thE basio dEcrEE of SEptEmbEr 9 prohib1 t11l(; nnd rEg\llating 

1n t~1E of war thE Export of capital, forEign t~ohangt 

optro.t1ona and trading 1n gold (st£ dtopatoh No. 5105, 

Stptc~b£r 18, 1939) is. amEndEd so as to add t o thE opera­

t i ons wh1o!l thE Govcrm:~Ent may rEgulatE by decrEe "all 

cessions and arbitragEs of torcign E~changE and currtnciEa , 

~~othcoations rtlat~ng to real or personal propertiEs or 

rights uiatEnt abroad. • · 

BULLITT 
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Stcrttary of State, 

'lashington. 

GRAY 

PARIS 

Dated llay 2 , 1940 

Rto ' d 4:52 p . m. 

5661 Uay 2 , 7 p . m. (SECTION W.O) 

"18 c. -

HithErto these reGUlatory powers wert lLmltcd to operations 

relating to forEiGn stocks and bonds and other forcig~ pro­

perty titlEs or ~idE~cc of indcbt£dncss . A ~~bcr of my 

start called upOl\ Dhavcr nas to inquirE es to the reason for 

this chnngc in I!Ordi\lg. Dhnvcrnas, who had assi~tcd i n 

drafting the mtaourE, said that the change r•as nEeded in 

order to givE thE fort!.gn exchange ot'tict "l egal authority" 

to regulate these addi tional operations. He poi nted out 

tl'at t~ E i nstructit'ns TlhiCh have btcn issued by the offic E 

in rtgQrd to cessions and arbitrages of foreign exchangE 

ar~ t r ansactions in real and personal property situated 

abroad were in ~~E form of notic ra to its •approvEd inter­

mediar i es" ana hence did not possess the full legal basis 

or a dECrEEo 

BULLIT'l' 

U\S 
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Secretary of Sta~E, 

' /ashington, 

GRAY 

PARIS 

Dated Uay 2, 1940 

REO ' d 5 : 24 p ,m, 

5661 Hay 2 1 7 p, Ll , (SECT:':OJI T?REE) 

2.20 

The deoret of Stpt~tr S fixing the terms of appli• 

cation aa ~~ended of the afore mentioned deer££ (sec 

umassy1o telegram No, 467 1 ~pril 12, 7 p .~. ) is canceled 

and replaced by a nm one, The principal changes mbodiEd 

ih it nrc that nationals of Frano~ho residE in t he 

eountr:r (including foreign corporations, oou1pe.ni cs , et 

cetera, in co tar as their establishments in France arc 

oonotrncd) arc forbidden: (a) to tffcot tither in Frana£ 

or abroad, arbitrage operations nith bclgao , Canadian 

dollars , United States dollars , PortuGuese csoudos, Dutoh 

f l orins, Dutoh E3st Indies f lorins , Luxanburg tr3llos , 

Snias f ranco, and Argentine pESoo (knol'lll as "A" foreign 

eorrmoicaJ (b) to oorry on operations abroad rdatinc for­

eign otooko and bonds issued or quoted in Argentina, Sclgi ua, 

Canada, United States, thc Netherlands , t.ux£mburg, Portusal., 

Swi tzerlMd, ond the Tang! cr Intcrnat1onnl Zone ( knO'IIll as 

"D" oountrics) J (o) to oorry on any operations l.n Franc£ in 

•o• foretgn s tcurit1cs when the proepcot1V£ purchaser ie a 

foreigner rcoiding in Frnnoe0 

BULLIT'l' 
lllt: UIS 
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Secretary of State, 

Haohington. 

ORAY 

PARIS 

Dated llny 2 , 1940 

Rto 1d 4 :55p.m. 

5661 !lay 2 1 7 p ,m, (SECTIO~ FOUR) 

In o~tnting on thtst obangts, Dhavtrnas said that 

the decrtt dated April 9 forbidding all arbitrag rs in foreign 

uchangt 11i th other forEign oco~ngt ( s tt flabassr ' a 

telegro.m No , 467, April L~, 7 p .m. ) hnd bttn "pnt through 

in a hurry" and hnd been found t o be "too hnrsh' .• Hcnca it 

11as now runcndtd so as to apply only to arbitraacs with 

"A" foreign ourrenoies 0 He added: 111/t do not cart 17htthcr 

or not arbitrages art oar1•ied on bctwun forEign curl'tr.ciu 

ot :ninor ir.lportance" 0 Si!nilarly, h£ said that thE Fo.rEign 

Exchange office wished to control the activities of French 

nationals in "D" foreign securities but that it had little 

interest in regard to thEir not1v1tiu in other forctsn 

seourit1u. 

BULLITT 

Nlt:Il!S 
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1/aahington, 

Gni.Y 

PARIS 

Dated Hay 2 , 7 p . m. 

Rto 1d 5 :18p.m. 

566, llay 2, 7 p .m. (SECTION FIVE) 

222 

The Embassy has rEceivEd numarouo i nquiries during the 

day on American stockbrokers having ortioes in Paris who 

considtr that Article I paragraph one or t oday's decrEE 

fixing the terms of application or the above mentioned 

dtoree of St;;>j;tmbcr 9, ,1'/0tlld force thtm t o atop taking orders 

fromAmtrioans ond other foreignErs residing in France to buy 

or stll securities on the New York stock E.xohangc. This 

paragra,h provides that "thE aoqul.s1tion or r eal or personal 

property and or any rights whatever situated abroad or 

expressed in foreign currEncies unless ceded by per scns 

rcrcrrtd to in Article III (i , £0 rEsidents or France) and 

unless the operation bE carrttd out on Prtnoh territory" 

shall bt considered as export s or oapi tal and hence pro­

hibited unless authorized by the l.linisttr or Finance. 

This TtOrlUng 13 s:xaotly the sam£ as that appearing in thE 

original decree of Scpte:mbcr 9 , 1939 •Yh1ch thus far has not 

preventEd brokers traD carrying out orders in bthalt or 

rorcignera 
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-2• #566, lla1 2
1 

'I p .m. (SECTION PIVE) tr0111 Pali a 

rorc1gntrS rta1d1ng 1n Pran<>t. Purtl\El'liiOrt, Dhavcrnaa 

stated that tbt Frtn<>h Government dld not 1nttnd to atop 

rorc1gn rtoldtnts of Fran<>£ rrom purnhaa1ng dollar atnur1• 

t1U on NEVI York prov1dtd such atnur1t1ta wert purchased 

w1th prt• I'IBr dollar balances htld 1n New York or through 

tht rt1nvutmmt of f'ort1gn acour1t1th 

J11L: LI!S 
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Stortto.ry of StatE, 

naahingt on. 

Gi\AY 

PARIS 

DatEd ~ay 2 , 1940 

Rtc 1d 5 p. m. 

56G, Uay 2 1 7 p . m. (SECTION SIX) 

ThE arrttE of Novonbtr 30, dtsor ibing prohibitEd or 

authoriZEd optrat1ons (El'!bass:r ' s ttlt6re.c llo . 4S7, April 

12, 7 p. m. ) is cancElEd and rtplac Ed by a nEw arrEtE ~hich 

mbodi £S tht various chan(lES in t:\t ExchangE co'lt rol rEgu­

l ations rtf~rr Ed to abovt . 

Prtsur.tabl y l.n ordEr to dtorcasc thE consumption of 

sngar , a d tcrEE appEaring in todn:r' a J o••rnnl Off icitl. 

provi dEs that saccharinE may bE usEd in the Ltanufacture of 

sparkli ng ninEs , qtssrrt wines , cider , spirits, 11qu£Ura 

(excEpt t:to3t prrparEd for export) lD'Ionadto and drinks of 

cotfct and tta. 

A Bank of PrancE statement tor April 25 1 which w, s 

publiohtd today, snows no turthtr advancts to thE stat£ 

tmilt tht notE circulation dtcl inEd 158, 000, 000 f r ancs. 

Dtposits i n National (Postal) Savings Banks during 

the ))tried April 1 .. 15, runountcd t o 3681 000 1 000 francs 

and nithdrnwals, 23l, ooo, ooo. ThE txctas of dEpos i ts ovtr 

withdrawals 
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•2• #566, May 21 7 p. m. (SECTION SIX) from Parla 

w1thdra~als ainoE January 1 has bEEn ovEr 1 1000~000 

tranos. 
The stourlt1ES market turned upward today md rE-

covtr td n large part ot yesterday ' s losses. 

( EJlD OF ifESSAGE) 

BULLITT 

J''IR : WS 
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TREASURY DEPARTMENT 

INT£R-01"1'1CII: COMMUNICATION 

DAft~ 2, 19110 

TO 

CONFIDENTIAL .... Codu'U 

!be forolp o:o:chaaP ..no.\ wao .,Ue\ ~. St.erU-c, .tt.er ..,...S..C a\ 

,,'IIJ-1/2. •n4 'lip "' • lllp of 3·5~/1 1a - 111 ..... 1'111 .. u4 -- ...... "' 
J.li9-J/~ b7 .. oati.M. .l oUptiT ... lor \u4.o""7 waa ia eriuaco 4vi-c - af\ot'l-

1000 014 o\lrlias touou.l. a low of }.11&.1/2 a\ - olo... · 

5&111 of opot o\orli-c '117 tlw oi:o: r.porti-c 'baaka \o\alot iollo},OOO, tr­
lllo followiiiC . .... ...,. • : 

Br co_.rc1&l eoza.a.:raa • •••••••• ••• • ••• •••••• •• • • ••• • ••• • • •••• • ·" .J..);I•"'"" 
:By forolp 'buko (rar !lao\, au-ope aa4 Soll\11 J.erica) ..... .. .. 

~\&1 ••• 

!be follovlQC :r<~portliiC 'baall:o aolt oottoa 'billa \o\aliJIC J.ll7 ,000 \o -
Jrlllob Coatrol 011 \he 'baoh of \M oftioial raw ot 4.03-l/21 

• 311,000 117 t~w Irri-c \'rue\ c • ..,_ 
5,000 ..,, •» Ourao\7 b'u' c....,_ 
3 ,000 'b7 \lie Cllaoa •uoul Balik 

lli"lwt '117 Uoo Ballklro !ruo\ eo..,_ 
,~; !o\al 

rroac~> t ....... • 
Olliltoro 
lllrill t ........ 
:a•J.ca• 
0····'•• 4ollarl 

!be J'a\1 tor U. lwo41oll ll:ro• lou o:dl1'bUa4 a ti .. \IDU""7 1a \lw lao\ 

tw da,a &114 ""-T 1\ wao qDO.\o4 at ·23113• 
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·:.; ·z _.. .. . . ~· .. .. 

!llo e.•P-',.,... raw feU- t-.11 Mat la ._..,,. tof.q, f.,.. 5-31/ 32# 

'i,.Jl/~· !bit ,..a abo u, ... taW la wrw at e\erU .. , nrtllc .n 3/'ft4 \e 

"v"' ao ....... , \U preriftl ,. .... ,.,~*at ..... 1111• -··.., ... 

~1_;. ,,......,, ..appor\ f .... a • .,.,.., eeav.l IN'Ill ...,he \1M lu\ --.. er 

, ... rvr•· "' ...... htono4 .. , \~lie -\ral ..... ..,.,... .. , at .......... 

.__. oart-t \Hqo 0.. 1ft Terk llaalr:wr e:rprwa.-. U. eplal .. \1M\ U wu 

rtoartlT .r.-.. apeoalaUn • Ut .. at u. ,.,... _..., a\erll~~e *loll _..._ 

:., u. pru..uoe .. \be,. ... ,. ow••*'l• 0\Mr Mi'b\ eplalea _... w..,. 

itrlW ta ...,...a \o ~··VI.~ at \1M !IMep•t ooa\ral. Aoool'lliiC to 

..,1, o4n .. •toll w rwoetftt f ...... ..,., a fw -. -· aJenv ep1a1ea 

1, Clolal" tlJIIUlolal olrolu ""' \o \he etfeo\ \bat a larp lapor\ ... ,, waa 

llhlT u \be Mrt w o 110a\U u4 \bat We wwlt rwtnaU l.a a ~ .. ,.... raw. 

! - • ctupa\oll reoelft4 froa Sbnpt ~ alM e\IW. \1M Mi'b\ MUef \1M\ 

QJ11• 1 ooaU-.o aatani'Ulw V... 'b•'·- l e4 the ooa\l'ol \o allow U.,.... 

to ttacl a - l Dftl wllioll w...U 'be ... ter \o Mia\a1ae A -· report froa LoMoa, 

•• \be o\ber lau4, llO\ea tba\ Lo ........ 'b.akiJac olrolu pola\ \o ....,.,., .. uatao\o1'7 

ru .... C.o- ~'~""" ao .nu- \11&\ C.U.'• \raM tHe eo\........,., a fall la 

\be oan'IDOJ• !be bellat h therefore lael4 la Loa4oa Uoa\ \he YiW aal of \he 

,.....,. ooaU..l froa 111pp0rt of \he ,..a h aU pro}dll1\J reprw••'- a e\rawcto 

to" la \be f110e of a ,...,. of .,...,U.\lft .. l lli!Co 

!Mre wrw ao pl4 \raa-.o\loao oo-\M '117 ao tof.q. 

!M 7otera ... ...,. halt of 1ft Toztt rwporW \1M fol"-lac olllpeea\a of 

&Olcll 

' s,~Jl,OOO froa Cau4a, ...,.....,.u._ •• ut,.... •• 1'roa , ...,....,.r ~ u. kPk 

of Oaaa4a to th• loMral Blool'ft halt of Saa Jraeolaoa, for -• 

of \be halt of Jacl••, for oa1o w \he 11. a. Ilia\, 

5, 520,000 !roe It.ol¥, olllppe4 lv \he loalt at lt.ol¥ for 1\1 Oft _, to \he 

r.;;-::::...-:= hcleral .... ...,. halt of 1ft Toft<, for oa1o \o \he 11. S. .... .., otfloo, 

flJ.951,000 h\11 

!be Stow Ilepar-e\ forvartet to u oa)lea a\1\lJIC \bat \be fol"-lac 

&Ole! thlpeea\a woul4 'bl -: 

$2, 721,000 froa lt.ol¥, olllppot '117 \1M llaal< of I\alT h U. JMnal ... ...,. halt 

of lew York. 
1,76o,ooo froa a&c~•• · olllppet 117 u. Clla.w k\leaalloak, LoMoa, to \he 

7o4era1 loaol'ft llaal< of 1ft York, pro'baltJT for_, of \be c .. tral 

lull: of Bollna. ( loth of \he olll,-ah reooat:IT - '117 U. C1aae1 

JlaUoaal halt, I.nol.oa, to \he J .... ral ,.,.. for _, at \be ~ollnaa 

~aek.) 

1!5,000 froa a&cl•"• olllppet 'IIJ tu kUoeal OUJ halt, Loe4aa, \o th bte4 

otfloe la lw York. 

21 ,000 troa -.clu4, olllppet 117 Woa-\or ~aak. Loaloa, to \he CbaM k\loaal 

B.at, lew York. 
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17 000 troa lfti]•M, ahlppM 117 \lot .. aW..ter :lu&, X...a, M \loo 

' lrt'i.IC !role' CO"''tliF• low Toft. 
5 000 troa Jacl•wl, ahlppe4 liT s, lllploa' u4 o,,.,_,, •Gildea, w \lie 

' JaUoiiAl CUT !lui<, low Torll::, 
-.000 t....- Jacl•M, ahlppe4 liT s, l.P..' u4 co..,.., Lolllloa, to hlaa 

aa4 - Tiaallallllt, low Torll::, 
-1$~.5 ..... 7 .... ,000:::;; fo\al 

228 

Do &JopodUoa ot \lie fire' Wo ahlpaaab UaW abna 1a •hom a\ \lot pra1aa, 

11. , gl U.. o\bora will 11o •14 to \loa tJ, S, MAT ottloo at low Toft. 

!he lloOJbq opo\ oll'nr quo-.u oa ,.. alllb'lT lower a\ aa ~'l'&ln' ot 

1!2.251. 
1a l.oJidoa , \bo prlooo fllol4 for opo\ u4 forwar4 alhwr llo\b rooo l/164 

1o 2),.1/24 u4 ZJ,.J/14 r .. piOUftl.To !1M tJ, S, ll[lllftln\o wra J)•Cl# u4 

33·~· 

HaD4T u4 Bara&a1o io'\l ... a\ prloo for forolca all••r ••• u.rih••ce' " ' 
J'4-3lill• !hi !rla111U71• pv.robaoo prloo f or foratca albor n o aloo .....ohaap4 

a\ 351• 

vo- flft pv.robaolo of allftr to..Uac 3.007,000 -· ot a l.ar -.r 
1M Sllnr PvoloaOI .Ao\, Of \lola _,, 250,000 00011 l'tlprllla\04 oallo fr. 

1aTta\of7, u4 \be roaailllDC 2 , 757,000 oucoo coaeh\04 ot uw pro4w\1u troa 

to,.lp C01lll\r1u, for forwar4 41llnJ7• 
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operator: 

l! .'! .Jr: 

Jeue 
Jones: 

J : 

~ .". Jr : 

J : 

!i . l ' .Jr: 

J : 

v .•! .Jr : 

J: 

E.'! . Jr: 

J : 

J : 

!l. '1.Jr: 

J : 

Hello. 

Ma7 2 . 1911-o 
11:1) a.111. 

Jeaae Jones. There you are. 

Hello. 

Hello, Ren%7. 

Row• a Jeseet 

Row are yout 

o. ~. 
Nov l et ne eee, I had one or two things to talk 
t o you about . 

~lell , I' ll lend you some money U' you want it 
a t the usual rate, 5 per cent. 

Oh , 5 per cent. 

Yeah. 

10 per cent 80 t he -- so t he Fortune said that I 
va8 10 per cent Jones. 

(Lauldl e) I eee. 

I t hink they kind or reieed the rate on me. 

Wel l , I lend it to you at 5 and you can re- lend 
it at 10, that'• good buaine••· 

That's right. I wanted to eee you aomet1oe, 1t 
I oould, I think, thia afternoon about some 
possible legislation, about how we're going to 
g1 ve you that money. 

Right. 

And 8o rorth and so on. 

Row would rour o 1olook bet 

22J 
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. . . 

c 
J : 

J : 

J : 

:! . , •• Jr: 

J : 

( 

- 2 -

Tho.t would suit me. 

Can I have Dan and Foley heret 

I'd 11ke tor you to, yeah. 

I' l l have Dan and Foley here. 

0 . lC. 

I ' ll be glad t o see you. 

Goodbye. 

230 
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• 
ft ,lt.Jr: 

Operator: 

R.l' .Jr: 

0: 

!!.l'.Jr: 

Jacob 
Viner: 

H,M.Jr: 

V: 

!!.'I.Jr: 

0 V: 

H.!!.Jr: 

V: 

R ..... Jr: 

V: 

!!.!!.Jr: 
,. 
tf . '' .Jr: 

v: 
!!.l.! .Jr: 

V: 

H.li ,Jr: 

V: 

Hello. 

Pr. Viner iB ready, 

Hello. 

'!'here you are. 

Hello . 

Hello. 

Jaltet 

Yea. 

x.,- 2, 1911<> 
11:57 •••• 

My people are here that are helping me on thia 
talk and rou•re on the loud8peaker. 

Yea . 

231 .J 

Any auggeationa, or1tioiame, et oetera, et oeterat 

Did you get my viret 

No. 

Why, I eent you a v1re through the Secret Sei'Yloe. 

(Laughs) Walt a ftlnute, let me •••••. 

And they aa1d they'd get it right through. 

Here oomee -- here oomea Yr. McKay nov. I'~ sot 
it here. Can you bold on a minutet 

Yea. 

Do you mind if I read thia out loud to my orovdt 

No. 

Juet be a good boy for a ainute, please. 

Yea, 
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H." .Jr : 

V: 

v: 
:!:.".Jr: 

v: 
R: ' .Jr: 

V: 

V: 

V: 

l: ." .Jr: 

'I : 

~ . , . . Jr: 

V: 

H." .Jr : 
... 
u. ' ~ .. Jr: 

V· 

- 2 -

(Reade Viner's wire aside t o group.) 

\'I ell , Jake •••.•• 

Yes. 

•.•.• trom you I >tould say t ha t 1a one ot the 
h i ghest compliments any e~eech of mine has ever 
rcce1 ved. 

Tha t 1 e t'1ne. 

So -- do you know whet Harry White sai d! 

No. 

233 

Al ways trom now on our contact should be by teletype. 

(LaU'!hS ) 
the oame 

Well , I -- I think 1t would have been Jus t 
in any other f orm. 

I know. ~rell , I ' m ever so much obliged . I appre­
o1a te --I hope I d i dn't inoonveni enoe you. 

Not e t all. 

Jake , t or vour own intormat •on, I ' m go1n~ t o be 
i n Chicago Saturday and Sunday and I ' d l ike t o 
have a chance t o say bel lo. 

\fill you bave dinner with ue Sa t urdaY n1ght 'l 

I don't know vha t Henry 1e arran~ing. Vould you 
could I t1nd out trom h i m! 

'fee . 

Supposing I-- I ' ll eend him a • • .. • . 

Henry. 

What ? 

I t woul d i nclude Henr y. 

Ot cour se. I will send h i m a telegram. 

All right. 
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.. 

• 
H.'<.Jr: 

V: 

H.ll .Jr: 

V: 

v: 
Jf .'' .Jr: 

- '-
!hat ' • ver 7 kind -- if I can 't -- i f he haa sede 
eome other arrangement8 I ' ll tell :rau an4 than 
maybe I oan •• • . • • 

All right. I'd like to aee 70U anywa7. 

I ' d l ike to see you and Mrs. Viner. 

All right. 

Thank you, Jake. 

You•re weloone. 

Goodbye. 
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H,lt ,Jr: 

Operator: 

J! ,t•,Jr: 

o: 
~.'' .Jr: 

~arry 

Collins: 

~ . , . . Jr: 

C: 

~ .v.Jr : 

C: 

u . !-! . Jr: 

"· .. 
F. ." .Jr: 

"' .. 

0: 

C: 

!!.".Jr: 

C: 

Hello . 

O~pta1n Harry Coll lne. 

Right . 

Go ahead, please. 

!larry, ..... 

Good oorn1ng, elr. 

Xa:r 2, 19llo 
12:13 p . !l. 

I haven't read an:r meooranduoe 1n two da:r•· You 
oa:r have sent me one. What about thoee Pratt and 
Vhltne:r engines that •••••• 

'!r. Seoretar:v, I ' ve been working steadily on that. 
I had quite a session yeaterda:r vith Wilson. 

You 're not ready to report yet' 

No, elr, I am not beoauae •.•.•• 

Well , you're not .••••• 

• •••• MaJor Lyons -- lo!ajor Lyon• U at h,.WD 
th1e morning. Brett hal been out or tovn and only 
got beok last night , sir. 

But you're not rea4Y' 

I 'm not ready on the ansver , sir . 

o. x. 
All right, e1r. 

Thank you. 

Anyth1f18 todaY' 

No. No , I oalled orr Purvis. 

Aye, aye , e1r. 

Regraded Uclassified



H.H.Jr: 

0: 

H.".Jr: 

C: 

I!. '! .Jr: 

C: 

- 2 -

I'm doing a speeob. 

Yoe, air. 

I got it out or my eyetom . 

Yea , air. Vell, I ' m working on another matter that 
I'll have ror you as eoon ee I can got eo.e more 
dope out on it. 

All right. Tbanl< ~ou. 

You're welcome, air. Goodbye. 
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H.l! .Jr : 

oper11tor: 

~ . , .. Jr : 

0: 

Burna: 

!! ."' .Jr: 

8: 

B: 

~ . '~ .J r: 

!1: 

u.".Jr: 

!1: 

!I . •~ . Jr: 

3: 

R.,. .Jr: 

B: 

Hello . 

I have Colonel Burns. 

Thank you . 

M~Q" 2, 19llo 
):~3 p . ... 

You ' re welcome . Go ahead , pleeee. 

Hello. 

!!ello, }!r. Secretary. This U Colonel Burns. 

Rlght . Have you heard rrol'l General Watson' 

About what, sir' 

About my going to Allison? 

.. ~ . .::; ... 

• 

Yee, eir. Yes, sir, I've heard from him and we're 
~lanning on being there early Monday !'lorning. 

Ri ght . Nov, will you le t Allison know that I ' m 
coming? 

Yee, s1r. 

I t hink the man's name out there ie Evans. 

E,. ana, yee. Vell , he' e the Vice Preeldent or the 
~nerel Motors and It r e u a.er ia the Clan out there, 
but anyhow we'll let e•erybody concerned mow. 

Rlgh~ . 

At What hour will you be there, Mr. SecretarY' 

Vlell , What I figured on , I ou~tht to get there 
between nine and ten-- I don ' t know What t1oe 
they're on. Ia it -- are they on -- they are an 
hour ahead or ue here, aren't they? 

Yea, s1r. Well , hold on hero . That ' s t ime ordinarily 
18 one hour behind ua but they're probably on day­
li~t aaY1ng eo I eup~ae it will be about the same. 
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g.~.Jr: 

B: 

H.M.Jr: 

!1: 

B: 

B: 

l! .l' .Jr: 

B: 

H.K.Jr: 

8: 

H.H.Jr: 

B: 

H .'~ .Jr: 

8: 

- 2 -

Well, I ' ll try and get there - - it' • aidveet, ien't 
it, Central !iaet 

Yee , eir . 

I ' ll try and get there between nine end ten. Row, 
1t you oould -- s:t I oould -- it ;oou could let 
Lieutenant Mol{'ay , Who ¥111 be with me, Who ie here 
in the Treasury now, it you oould let hla know 
t oday or tomorrow Who to lld'\'iile. 

Yea, eir. We wlll. 

When we take ott trom Chicago we oould phone some­
body, you eeet . 

Yea , air. We will. I ' ll make all the arrangeaente 
with Lieutenant Mol{'ay then. 

Will yout And also tell him What airport to land on. 
I' 11 be oomlng b)' plane, in my own plane, trom 
Chicago. 

Yes, sir. 

What airport to land on and we oould When we take 
ott trom Chicago we oould have someone phone. 

Yea, air. 

I ' a not particularly anxioue tor publiolty. 

All right , we'll keep it all under cover, ¥~. 
Secretary, 

Ae beet we can. Row, I thought on the way baok - ­
General Brett V1ll be with us , von ' t het 

Yee, eir. 

!hat I'd like to atop at Dayton. 

Yee , sir. He ' • hoping you will do that. 

Yeah, I ' d l ike to do that. 
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B: 

!1: 

~· . . , .Sr: 

i! : 

B: 

!1 . 1' .J r: 

231 

- 3-

And he ' 11 have all the tlguree I suppose or t he 
orders that they have and how tar behind and all 
the rest or that. 

Yee, air. We'll have all or that . 

Fine. Thank you. I'll look forward to aee1ng you 
'~onday. 

All r1gbt , eir, we'll be there. 

And Lieutenant V.c~a:r vill be v1th ce. He knova 
where I ' m staying in Chicaeo and it ,ou vouldn' t 
mind contacting him. You know him, he's outside 
in my reception room. 

Yea, air. Yes, a1r, we ' ll be in touch with him. 

Thank you. 

All right , s 1r. 

Goodbye. 
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• 
H.M.Jr: 

Operator: 

H. V..Jr: 

0: 

R.H.J r: 

Genere.l 
Brett: 

!!.l! .Jr:' 

8: 

!!.Y. .Jr: 

B: 

B: 

R.M.Jr: 

8: 

FW . V.Jr: 

B: 

H . ~ .Jr: 

B: 

R.!!.Jr: 

Hello. 

..~ 2, 19~ 
)1)7 p.a. 

General Brett 1• out or the aft1oe tor a rev m1nutee . 
Can I haYe b1m oall you' 

It you pleaee. 

Yea , e1r. 

Hello. 

How are )'OU , l'.r. Morgenthau' 

P'1ne. 

Oood. 

):~2 p . a . 

Am I going to haYe the pleaeure ot your oompany. • • • . 

I haYe already requeeted ay order•. I am leaY1ng 
here Sunday afternoon, 1nto Dayton that afternoon, 
and oYer to In41ana))OlU, I'll be there et e1ght. 

Vondertu.l. 

On the e1xth. 

Monday, the elxth. 

Yeah. 

And I hope to atop at Dayton on t he ..,..,. baoll:. 

That ' • Whet I ' m planning tor you to do. 

Fine. I• there aore than one &1rport at Ind1anapol1•' 

Yu, e1r. You lan4 at the MUD1o1))4ll .Urport. 

Xaa1o1))4ll Alrport. 
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B: 

p,•• .Jr: 

ll : 

~: 

u." .Jr: 

9: 

? .".Jr: 

l' · ' ' .Jr : 

B: 

3 : 

? .Y. .Jr: 

! : 

!! . li , Jr : 

B: 

:;,v .Jr: 

240 

- 2 -

Yes , sir, a nd it' you 1 ll v1reltreuaer before leaving, 
he will meet you. 

Well , I spoke to Colonel Burne because evi dently 
the White House eooke to him. 

Yes, e1r. 

And I asked him to let Lieutenant Voltey know who I 
should notif:r. 

Yes , sir. ~en it will be very vall. 

eecause he ' ll be with me, but he'e here nov and ••. ••• 

Well , 11' you -- have you any idea right nov exactly 
the time you ' ll land at In~ianepol1e? 

~lell, I figure it v111 be so!'laWhere around, between 
nine and t en Dayli~ht Saving . 

Between nine a nd ten Daylight Savin~ . 

Yeah . 

Okey- doke. Well , I ' ll see t hat you are met. 

I' 11 be coming t'ron Ch1oa,.o . 

lCou ' llbe coalng rrom Chicago between n1ne and ten 
Daylight Saving on l!onday, and I will see t hat they 
meet you and I ' ll be there va itinO" t'or you. 

Well , t hat isn't necessary. 

Well , I 1 ll •.• •. . . 

But we ' ll, ..•. 

I ' l l plan to be there. I ' ll plan to be there at 
nine - - eight or nine and .•.••. 

Well , we ' ll phone when ve take ott t'rom Chicago . 

All right , 61r. 

I ' ll have somebody phone . 
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B: 

H.".Jr: 

B: 

ll: 

P: 

a ·'' .Jr: 

B: 

H. t• .Jr: 

B: 

3: 

!: 

?. . !~ . Jr : 

!!: 

- 3-

0 . X. 

l'lho 1 11 they phone to? 

Whnt ' e that? 

Uho should they phone t o? 

241 

Why, to the -- to Mr. ~reueer -- ~-r-e-u-a-e-r. 
Allison Engineer1n2, Indianapolis. 

Allison En~ine~ring, Indiena~lia. Well, that•e 
eeRy and it ' a a Vunicipal A1roort. 

Yea, air. 

~I ell, I think we'll have a good trip . 

Yea , air. 

I ' m • ...•• 

Then I'm 
with me . 
taldnf" a 

counting on you goin~ back to the DiviB 1on 
That i a going back to the Division and 

look there. 

Oh, de!1nitely. 

Right. 

I want to do t hat, 

Yea, ' air. 

Thank •ou eo much. 

Thank you. 

Regraded Uclassified



Ka:r 2 , 1940 

The Seoretar:r talked with O.neral Wateon 

at 12:25. The giet ot hie oonYereation wae •• 

t ollowa: 

IDl,Jr referred to hie epeeoh on gold and 

aa.1d ·th&.t the Prea1dent had approved it and was de­

lighted with it. 

He then eaid he had two things t or h111 to 

handle: 

(1) IDl,Jr was going t o visit the Allison 

Engine Company at Indianapolis on this oolll1~ llonda:r. 

Be would like to have ~enernl Brett make the visit 
with him. Colonel Burns should go aleo it Aeeietant 

Seoretarr Johneon wanted h1m to go. Seoretar:r llor-
genthau will go trom Chicago and be at Allison at 

9 a .'ll., llonda:y morning. 

(2) The u. s. Nav:y hal a contract w1 th 
Du Pont tor 2 , 500,000 pounds ot powder. Hll, Jr 

waa told yesterday during hie v1a1t to Indian Head 

that b:r putting on 175 mora men t here, to make t wo 
ahitta, they could manufacture 2 , 500, 000 pounds more 
powder at Indian Head. They are only working one 

ahitt there now. It they put on thia second ehitt 

the Navy then can tell Du Pont to release 2,500, 000 
pounds ot powder to the English. 'rhe President had 

0. 11: 1 d this this morning. It will be available 
within 30 daye, that 11, aYailable as ot June 1 , 1940. 

llll,Jr wae down there reaterday and .f.ae1e~ant Secre­

tary COfllPton and Adm1ral Furlong approved, but want 

t he Preaidant to tell them to do lt. 
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J1aJ 1, lHO 

'fbe Beoretar:r brOQgbt tbh -ter1al baok 

w1 t h bill t oda:r tra. a •h1t t o ID41aft Kea4. 
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MANUFACfURE OF SMOKELESS POWDER 
NAVAL POWDER FACTORY, INDIAN BEAD, MD. 

1. PICKING AND DRYING HOUSE (COTI'ON). 

The cotton UMd ia cellulooe in the form of cotton wuu, shredded cotton ..-p, or 

abort 6bm from the cotton Red hullo, which hu been riven a through chemical treal­

ment beforo receipt. This purified cotton is received in large, compressed bales with 

burlap or paper covering. The balea are broken open and sec:dons carried to the 

PICKER: The eotton is placed upon tbe apron or the pieker. which eondueta it 

between two horizontal toothed cylinden revolving at high speed In oppoeite direction" 

pulling in between them the eotton, tearing apart the knots and tangled lumpa and 

t.hen forcing the eotton to the DRIERS. 

DRIERS: The drien have an endleu, galvanUed·iron, screen belt or eoarse meah 

ll'hich carries the cotton along alowly in the path of air currents heated to about 200' F. 

The eotton pas..<es thl'll the dryer in about 20 minutes. the moisture being redueed from 

about 7:l to 1J'. The eotton it weighed into eano and wben eooled, carried to tho 

NITRATING BOUSE. 

2. NITRATING BOUSE. 

NITRATION: Two cans of eot.ton (321bs.) are emptied into a nitrating pot which 

C<lntains 1600 lba. mixed acid (oulfuric and nitric) at 3S' C. The pota have revolving 

paddles which give a thorough agitation of the eotton and acid for20 minutes. The cotton 

ia C<lnverted into nitrocellulose eontaining approximately 12.60l' nitrogen. Thia is called 

in the Navy "pyrocellulose". The charge {nitrocelluloae and exeeaa acid) ia then run 

into a centrifugal wringer, below the dipping pot, where 11106t or the apent acid fa 

•cparated and later otrengthcned with fresh acid (fortifying) for uae again. The nit:rat«< 

cotton is caught in the basket whence it ia forked into a trough of running watA!r which 

carries it to the BOILING TUBS. 

3. BOILING TUBS: 

Theoe are cylindrical wooden tubo in whieh the nitrocellulose io boiled 40 houra 

with 5 changes or water, rhen carried to the 

4. PULPING AND POACHING BOUSE: 

Here it is cut to a line eondition between knife edgu in a PULPER and then 

further wrifted by 12 houn boiling with 8 chana .. or • ·ater and 10 cold watA!r wasbinp 

· in POACHING TUBS holdin111200 lbo. of nitrocellulose. Each poacher charge rep,. 

sen!$ a lot of nitrocellulose, io given a number and sam plea taken for chemical testa. 

Alter SCREENING to remove eoane material. the nit:roeellulooe Ia pumped to the 

DEHYDRATING HOUSE. 

5. DEHYDRATING HOUSE: 

The excess • ·ater is removed by the OEWATERER AND CENTRIFUGAL 

\\'RINGERS leaving about 26~ moisture in the nitroc:elluloae. ln thia eondition it a­
to the IJEHYDRATING PRESSES which pre .. out the watA!r replacing it with ouftkient 

9;;~ alcohol lor making the deaired colloid when the ether is mixed with It in the 

)IJXING HOUSE. A considerable quantity of dilute aleobol io eollee!A!d from the 

dehydrating presses and sent boek to tho ether plant for reeovery of the aleohol 

6. ETHER HOUSE: 
The aleohol ia obtained by purehaae. The ether is made from alcohol by the 

action or oulfurie acid on the aleohol at a IA!mperature of 180' C. The ether ia wubed 

and purified in the distillation. All alcohol and ether miduea reeovered are beN 

rediotilled and made ready tor uoe apln. 
At present (1940) ETHER is ..._ obtained by purchase as 

it is cheaper to buy on contract t han to manufacture. 
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7. .ll!DNG BOUSE: 

•' 248 . . . 

TM debydrat.cl blocb an .,._.t to tiM .W,. 11oo-. In -.d ..,. ud 

dropped Into tiM n'fOIYinc eyliDclrlcU - of tiM BLOCK 8RUKJ!R wben tiM 

bloeb an tlloroucbl7 bookeD up ud ea ra rl witlaaut ·~ ~ I Ne 1oaa of aloolaal Tile 

fine t111terial is thotl immec!lately euried to tiM MIXI:RS w'-n edoer, earr)'iq llflldnt 

diphenylamine to malce .GOJ' of tiM dry nltroeelluloM, isedded ud tiM malerlallmeeded 

In the mbon until a proper colloid Ia obtained. Thla c:ollold Ia pneeed into a block ud 

carried to tbe PRESS BOUSE. 

8. PRESS HOUSE: 

STRAINER (MACABONI) PRESS: Tbia Ia a bJdraulie- bavlnc in tiM bo- of 

the cylinder a brua plate t.bru •bleb the eolloid lo fo!Ud .....W.C out in ,_1-llke 

otrinp. These atrinp an CIUIIhtln the cylinder of a p,_ below and reblocked to be 

carried "'tbe die p.-. 

DIE PRESS: In tbe die pi.., tbe powder lo fo!Ud t.bru a die 'e&n')'fnc plna of -

size for perforotlona and emerpoa In the form of a oontinuoua oord which - to a 

revolving disk CUTTER which cute the oord into rraioa of proper lenrt.b. A dlll'._t 

size die loused for tbe dilrerot calibers of powder, There Ia oow a oooaidelble uCIMI 

of solvent (ether..aloobol) in tbe powder rraioa which is removed by drJinc in tbe 

SOLVENT RECOVERY AND DRY HOUSE. 

9. SOLVENT RECOVERY: 

$0" The powder iulaoed in e&nl (8300 lbe. per ean) tbru which I OODtiiiUOUI cireuJa. 

lion ol warm air at --.•c is made. Thla gradually takea up much of the exCIMI 

oolverrt which is then oond...-1 in refri~U&tinc oolls ODd oollected in tanka lor oepara. 

lion at the ether plant. The powder lo run out !rom the eana and caJTied in boxea to 

the POWDER PICKING HOUSE. 

10. POWDER PICKING HOUSE: 

The powder Ia poured, a lew boxea a t a time, upon lone table& with ~CreeD tope 

and carefully picked over by band to remove all rraina that are abnormal in aize or 

appeannee. Tba poor rraioa an oent to tbe reworkfnc planL The good powder Ia 

carried in boxea to the DRY HOUSES. ' 

11. DRY HOUSES: so• 

The powder lo dried in billa by a dreulation or warm air at not more then _.C 

until the volatilea rueh tbe amount required by the Navy ._;Aeationa. Tbia ~ 

(rom 3 to 8 montba depending upon tbe size of the powder. It tben baa to be blended 

and packed. 

12. BLENDING TOWER: 

Tba lote vary in amount from 26,000 lbe. to 600,000 lbe. depending OD tbe caliber 

or tbe powder. To mate a lot UDitonD, It Ia blended b7 puoing b7 crovit;J !1'0111 b1na 

in the upper (4th)floor of tbe bleodinc tower o- a diolributinc"""" into blna OD the 

3rd ftoor. When It baa ell oolleet.cl on thla floor, it Ia apin puoed ._ a olmtlar """" 

and eolieeted In blna on the .......t floor, fi'OIII wblcb the powder Ia run into bo­

olandinc on platfon11 ...._ for welchiac. A live Jar MmJIIe is likeD for aaplete 

chemical teeta at tbe lalioratory. 

18. PACKING AND STORAGE: 
The boxea ued an teeted. ..._,..iron «siJio.Uned .....-boxea wlda ............ 

pakeled, metal COYen, ,_.,all of whieb bold 110 U.. of powde. Bach lot of powder 

is ci ..... I~ -oJed OD the box, abowinc w'-n it WM Jlllde ud tbe -'aJ 

number of the lot of tlllo partiarlar ..an-. 
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llaaof•ct•tt of S.•okeMM Powdotr. Pact a. 
for example: IHHA Lot 40 meana powder manufaetuftd at Indian Head (IB) 

for 14 '/00 (HA) cal. gun and that it is lot 40 of this particular caliber. Variola !et ten 

•uch 81 D for DuPont, I for International, ele., deaignate the dilferent manufacturer&. 
The lael one or two letters Indicate the caliber and are publlahed in a table In the 

powder apeci8cationa, for example, H a lands for a 14 ' /45, B. A. for a 14 '/OO:C atands 

for 6'/40, C. B. for 6' /00, C. C. for 6' /53, et.c. 

14. PROOF AND DISPOSITION: 

A firing oample for prnof at Dahlgren is ~elected from the lot of powder and the 
balance atored in a magazine until ordered ahipped by the Bureau of Ordnance. On 
aeecptance, the Bureau rives the lot of powder a aervice index number which Is ualrned 

in regular numerical 8e(luence in the order or ac:ceptence. Theae indexes ..,. a loo 
designated by certein letter&, for example SPDW 2132. The SP indicatea amokeleoa 

powder. the D stands for diphenylamine (ahowlng it is a atablllzed powder,) the W 

•tanda for reworked ; the n11mber is the index number. Otherlettera used are R for 
rosaniline (used in 1908-09 u a colored indicator of the stability o! the powder but bas 
since been abandoned) : B !or a blend of two or more indexes. X for water dried (inatead 

of the uaual air drying) , and F for flaahl- powder. 

<It> 

' --
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