
CONFIDENTIAL

Dear Mr. Morgenthau,

OTTAWA, June 5, 1939.

Some time ago at your requ-est
I arranged to have Mr. Graham Towers, Governor of
the Bank of Canada, go to Washington to discuss
with you the problems involved in protecting the
security, commodity and money markets in the event
of war in Surope, and the measures that might be
taken in that event with particular regard to
preventing panicky marketing and utilization of
assets in our respective markets. I was glad to
have Mr. Towers discuss with you these important
problems because they had already been the subject
of consideration and concern on my own part. Promptly
upon his return Mr. Towers reported to me fully upon
his discussions and the questions which you had
raised, but unfortunately the pressure upon me during
the last few weeks has been exceedingly heavy because
of the rush to conclude the work of Parliament.
Parliament, however, prorogued on Saturday evening
and I now take the first opportunity I have had to
reach decisions and to give you the benefit of our
conclusions.

I will now deal seriatim with the
various points raised by you.

1. In regard to the impounding of the
foreign securities of our nationals, while we have
made no plans whatsoever in this connection, I think
I can assure you that in the event of such action
being taken that we will be able to cooperate with
the authorities of the United States in a way which
will be entirely satisfactory from your point of view.

2. Assuming that Canada does not
impound foreign securities owned by our nationals, I
do not see how our Government will be able to super-
vise or control the actions of Canadian owners of
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2.

United States securities. However, your problem in
respect to Canadian owners of United States securities
will9 it seems to me, be simply a minor extension of
your own domestic problem. In any case the volume
of such securities will not be large, and in many
cases they represent investments of long standing
which are no more likely to be affected by panic
than the investments of United States citizens.

I should add that if the United
States instituted certain regulations affecting its
own nationals, there might perhaps be ways in which
Canada could cooperate to prevent evasion of these
regulations by Canadians or by others operating
through this country. If you have any suggestions
in this regard, we should be very glad to give
sympathetic consideration to them.

3. The remarks made in the preceding
section are applicable also to the case of European
nationals who may hold securities in safekeeping in
Canada, either in their own names or in the names of
Canadian holding companies. In other words, I think
the Canadian Government, while it could not take the
initiative in supervising or interfering with the
sales of such securities, might be able to cooperate
in preventing evasion of United States regulations.
It is also possible that we might cooperate to prevent
evasion of regulations made by the country of which
the European investor is a national, if that country
were an ally in any war.

4. In regard to commodity markets, I
do not see any likelihood of Canada being a disturbing
factor but I would be glad to hear from you if you
visualize any difficulties in this respect.

In general, therefore, the position
which I have outlined amounts to this. If we should
decide to impound foreign-owned securities, we will
certainly be willing to cooperate with you; and if
we do not do so we will be glad to consider any
request for assistance and cooperation which you may
care to make.
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I trust that I have dealt with
all the points raised by you with Mr. Towers and
that I have left no doubt or uncertainty as to what
our attitude will be.

Yours very sincerely,

Hon. Henry Morgenthau,
Secretary of the Treasury,

WASHINGTON, D.C.
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CONFIDENTIAL

JUN 29 1939

dear Mr. Dunning:

I wish to express my thanks for your letter of
June 5, 1939 in which you give your views with regard
to the matters that I discussed some time ago with
Mr. Towers. I sincerely appreciate your offer to
cooperate with us in the problems we have been dis-
cussing.

It occurs to me that it might be worth while to
discuss further some of the technical details of the
problems v*hich would inevitably arise should it become
desirable to attempt a cooperative program for the
protection of the security, money, and commodity
markets of both countries in the event of acute disturbances
abroad. With that in view I suggest that a small group
of experts from the two Treasuries, and any other agencies
that might be appropriate, confer on this matter either
in Ottawa or Washington. I should be glad to have your
views with respect to this suggestion.

Sincerely,

(Signed) H. Morgenthau, Jr»

The Honorable Charles A. Dunning,
Minister of Finance,
Ottawa, Ontario, Canada.
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THE SECRETARY OF THE TREASURY

WAS HI NGTON

JUN 2 9 1939

%• dear Mr. Chairman:

I am enclosing for your information a

copy of a confidential letter which I have

received from The Honorable Charles A»

Dunning, Minister of Finance of Canada,

dated June 5, 1939. I am also enclosing a

copy of my reply,

I shall keep you informed of any arrange-

ments looking to the conference between the

two countries.

Sincerely,

The Honorable Marriner S, Eccles,
Chairman, Board of Governors of

the Federal Reserve System,
Washington, D. C«

Enclosures
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July ftf

Mr. Georetary:

This is to MfcMWlaigt receipt of
yoiar l»ttor of Jtaie 29 enclosing • copy of ;.
oonfiiaati&l le t ter l&Ml you
froa the Koaor&bl© flfcftrtf A*
Miai&ter of Fisiaase of Caaeda, dated Jtas &,
1939, and also a eopy of your reply* I wish
to thank yon for s@ndiar; sse the GO. ies of
this corroapoadeaee.

I shall r&vy ma&h appreciate your
e a t && to any &m»a*gea©sts that nay
looking to further confereneee oa

this

yours,

8* ft* Eecles,

The Houorebl©
*The Secretary of tae
Washiagton, D« OU

ET:b
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July 17, 193%

My ayar ttr« j

I tum . Hf of Ju&s 2;>tii» in
to laiae of Juaa 5tii o; . Iti* you I s eosneetltm
l t pro! • t> witfe l

to l u m DM tfeicbwicsl teti - -?. digcua&ad b^ a
a::;3lX group of experts I . t>ar I .. StttMN
addition to one san firoa the Trea»iry h&r$t I would UPtoi to have

Left on hi& ho!14^ri | U not return for some.
I t not • . m i {fct I

fad

the close of th«
j I i n Uiid^r doctors1 ordsr* and l

not able to c-pe^J f U M I s t ^y »ffic«« He?w«r«rf I
I t VQttl

of prevtiil-ln. i :'.tions t h i s VKM1& involv© too long & d@laf •

ry Mo.\
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July 2B9

to IfcMk MH for four p af July 17, 19391
In i&iah JKMi Kg tfo* pWfW*l meeting of ®Kpi»rts

l ylaM la - •
holidays. I AftH b« m^ :iolida/s in I

^•91 of 8«ft«H^tr tout i^r 4at«
las t V#idc in I MHP MSttld fci conveoiont for M« If I t
l i ifr»mlfl<t I d to
rtpvM«Lt«tiV«i t<> toiM l i v,a« ta hold
with Ml Qfl HMI mstt^rp ilMIWMi U do** oorr

like to thank you I
in #ileh • ^

E^ |Mir«onal eorrow a t lj&«-.rniî g of your 111Q«»9 and th-.

The Bo»orabl« QMUN A*
of
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waaasm o

Aaguat 3, i \

to tba&k you for y>ur lott&r af
July 28 m ix Muesli you du&gc t̂ tfc&t the proposed *»o^tin£ of
the fiaaaeiaX experts of our %m atfl f̂ciould
^Lmea about tiud las t «otflt in
will bo quit© jtitsfStatftiyf I t Is also probably

I tii« TBiMrllm should ttok^ ..>irficfe i i fitoji

I tfcint OIL
my jpoetor I M les^riag today for a long rs$fc la &gl«ia& «&d
toat X aiiall not IM al>X«s ^^rtJcmiilly lo 6m.il

Acting rA?)ist«r of Flnmm in m$ ilNMNMt* Mr*
will ibol wlti tk- MsH«r rtMH Ml f

or. jf^ar psrt gthoiald be directed to him

spi r i t aho«i fey your CSovernacnt In tills- M lit othov I tm
tint! p»r»<m«3. wis-hons in *i rsetwary t f
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F . . . • . ••?n

$ 1939

On *r*t*i7

o f A u . - j .-, ".x:.-

i . . • ..

our "beat wlshoB ths.t tee slis*i -;cov,>r I

fe.«altfe at «n early dste*

Ths Ptyrt—it <•. . . ' :

further witib f i^i i l , • &ftg fl f

ftfli r f I

( a i j ••'- '• 1 itMwi

J . U I -
Acting jJHlttW of Finance,

avftf Oat' rioj Ctt
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TREASURY DEPARTMENT

WASHINGTON

AUG' 01939

BUy dear Mr. Scdes:

Reference is made to the Department's letter to

you of June 29, 1939, enclosing for your information

copies of correspondence between this Department and

the Minister of Finance of Canada,

There are enclosed herewith copies of subsequent

correspondence between this Department and the Minister

and Acting Minister of Finance.

You will continue to be advised of the arrangements

looking to the conference between the two countries*

Sincerely,

Acting Secretary of the Treasury.

Hon. Marriner S. Eceles,
Chairman, Board of Governors,
Federal Reserve System,
Washington, D. C.

Enclosures
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