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GROUP MEETING

Present:

Bell:
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Bell:

H.M.Jdr:

Bell:

BEM.Jr:

Bell:
H-H- JI":

October 1, 1940
9:40 a.m.

lir. Foley

lr. Young

Mr. Thompson

Mr. Schwarz

Mr. Haas

Mr. Cochran

Mr. White

Mr, Graves

IF:F- E'Bll

¥Mr. Riefler

Mr. Pehle

lrs Klotz

We have got a new member, iir. Pehle. In-
cidentally, I had a meeting scheduled at
10:00 on lLioney to Embassies, and Mr, Berle
asked whether it could be switched to Foreign
Funds, as he is bringing Feis and Grady, so
Bell and White and Pehle will sfay, an
Cochran.

And Foley.

And Foley. Mr, Thompson, is that all right?
T don't see any announcement on our bonds.

I have it here.

I thought you were going to do it for this
morning's paper.

No, I thought we would release it this morn-
ing after you got here.

7ell, we will see whether Chick can give &
little stump speech, won't we?

Sure,

Or do you went to do it?
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Bell:
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I will let Chieck do it,.
I think I would let the boys see Bell.

We have one to make up for, one of 78%. That
wes that old one.

Oh, that is & bond issue. It is a lot different
from a note.

If I was going to do it, I would do it right
after this - let him do it right after 10:00
o'clock,

It ought to get out right away. I don't think

we need to see him unless you particularly
want to.

I finally got the funds from the Publie Vorks
Administretion for the magnolias which you wanted
in the west gardens of the Treasury, and also

for the boxwoods to fill in the spaces in the
south court.

Wonderful.

If we can just find the trees now.

Grand.

Mr. Helvering will be absent all this week.
Qkay.

Dan?

You were going to see Admiral Vaesche some
time.

2:45, Do you want to sit in on that?®

Not particularly, I just wanted to remind
you.

Yes. I pave him 2:45.
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I have got & number of things. Shell I do
it now or come in later?

I would rather do it after Berle leaves.
How is that?

That is all right.

Right efter Berle leaves?
All right.

Harold?

You asked me some deys ago to see what might
be done to expedite that Scalise case. OSuch
gvidence as we had in that case - and it was
substantial evidence of income tax evasion -
wes sent over to the Department of Justice
last week, and they are sending an attarneg
2

to New York today to deliver the case to t

United States Attorney and they will at once
seek an indictment against Scalise., In the
meantime, our investipation will be continued
and completed.

Will that go to Cahill?

Yes,

Can't he sort of have it put in his lap, per-
sonally?

He is down helping Forrestal now.
Did he come down to help Forrestal?

Not officially, but he is down here most all
the time now. He is here today.

Well, I think if --




o
Foley: If you went me to talk to him about it, I
will be glad to.
H.M.Jr: I think so.

Graves: Here is this memorandum on it. That is all
I have.

H. M, Jr: Will you sort of - you know, one of those
timely things. ;

Foley: Right.
H.YM.Jr: How much do you think he owes?
I have no idea.
Harry?
L
What happened on that message to the Argentine?
It's a matter that has to be taken up with
you this morning, and a decision has fo be

made on rather an imﬁnrtant aspect. They
are pushing very hard.

Well, isn't it Berle who is pushing?

lo, not to my knowledge.
Well, why not --

Did wyou talk to Jones at all over the week-end
on the phone abmt it?

No.

You see, we have a cable here that gives a
statement which Pierson wants to e to the
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had talked to you over the week-end.
White: That is what I was given to understand.

H.M.Jr: Unless he was the man who called me up and
wanted to buy some MacIntosh ==

Bell: We told Larry Duggan'we thought it ought to

go over today and if Jones ==

1

i dr e Why not bring it up when Berle is here? Isn't
he handling 1t?

5
Finance linister before he poes tomorrow. He
thought there was an indication that Jones
)
i White: I don't think he is, but I am not sure,
Bell: I think it is Welles,

Vihite: He knows about it and has been in on it at
one stage of the game.

Hill.Jr: Those of ﬁﬁu Foreign Funds fellows who are
interested in that can stay behind, I mean

after Berle leaves,

Well, it is White and Cochran.

Foley leaves, we will just tell them fo get
the hell out.

I don't mind them staying, but it isn't a
anign Fats wather it h
Ba

s Export-Import

(Telephone conversation with Secretary Stim-
son follows:)

! : Well, we will -excuse Pehle and Foley. After
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October 1, 1540

9:49 a.m.
assssss important.
He can't?
He eaye it's important.
Go ahead. Hello.
Hello, Henry. I'm sorry to bother you but
this 1e lmportant.
You haven't bothered me yet.
I'm ready to seal and close up that flying
fortrees matter and I'm aleo ready with
Judge Patterson to see you on another matter
for expediting planes which ls very lmportant.
Well, now here's the sltuation. Patterson
called me up Saturday and said he'd like to
gee me on a matter of expedliting .....
That'e the same matter.

..... and I advised him to come over for luneh.
Have you a lunch date?

I don't think so, but I'm sorry it has to be
at lunch. I've got - well, I have a date - let
me see. 12:15 - no I haven't any lunch date,

Well, I mean, do you want to make it 1 or
1:15,

Make 1t 1 o'eclock.

1 o'elock and then both you and Pattereom .....

" Yes, if you'll give me another good lunch.

Well, I tell you, you can come up to my houee,
I1'11 give you a lunch back. I think it'e

pretty nearly my turn.

Could I do that some other tlme or some
evening? (Laughs).

- =




-¥ (Laughs). You can do it any time.

H, M. Jr: Well, I mean, this takes a little blt lees
time.

g Yean.
H.M,.Jr: What?
- H Yesn.

H. M.Jr: May I take a railn check on that?

- H All right.
H.M.Jr! Well, then I'll see you and Patterson both.

8: Yes.

H.M.Jdr: Would 1t be agreeable if I have Phllip Young
oresent because he hae the detalls.

Bi Oh - yes. (Pause)

H.M.Jr: Ie that all right?

8 But it's -- yes, certainly that's all right.

H,M.Jp! Then I'1l look forward to seelng you and
Patterson.

81 All right. 1 o'clock.
H.M.Jpt Thank you.
Thank you very much.
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fortresses, and he says Patferson is res

to talk on engines, so seeing they are both
in the same department, I didn't think it
would do any harm to get them together,

You (Young) are invited, too.

He says he is ready to talk on the flying
:rr

Wthat is that, lunch today?

Yes. I didn't want to go up to his house
because it takes too long.

Harry, why don't you stay behind after that
meeting, when we get through with Berle?

Well, I have several things, Shall I take
them up then?

Well, the Argentine we will take up with the
group later.

.l!'llll I‘i r_:ilt "

What else? Anything else?

I have several things. If you haven't time
now, it will have to be done later.

All right.

You have time, haven't you?

I have not pot time.

You heve not?

Let me go around and we will see.
George?

Win, I would like you to sit in with us at
10:00 o'clock this morning.
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(Mr, Haas hended report to Secretary)

Oh, marvelous, Isn't that wonderful?
Allison turned out 80 engines last week,

There is & sheet there where I put the whole
month on.

That is marvelous. I am going to call them
up and congratulate them.

Mr. Secretary, there is another development
in connection with the reports that you get
from the airplane industry and the Alr Corps
and so on. if I get a chance, I would like
to talk to you about it. There was a meeting
yesterday.

A1l right. That was a nice story that Kintner
end Alsop wrote on the Allison engines. I
wonder where they got it. It is feirly acocurate.
Did you (Foley) talk to them?

No.

I mentioned something to him the day he was
here. I said not.to say more than - not to
use the figure 60 engines. I seid, "Make it
over 50," because if he said 60, it would

be too securate. I thought it wes a good
story.

It was well handled.
YEE&
Pehle?

Nothing.

You stay at 10:00 o'clock, What is the score
today?
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About 900,

Too many.

Philip?

The State Department has suddenly teken an
active interest in shipholding activities,

Shipholding?

Yes. I just found out that they okayed ten
dive bombers to go to Siam 1nst month and
they have changed their minds since, so the
want to take tﬁe planes off the ship at Manila
and bring them back here for the Air Corps.

What did you say to them, Philip?

They wanted me to find out whether or not we
d use the planes.

What?

If the Air Corps could use the planes; so
General Arnold told me he would love to have
t%&m in the Philippines for the Air Corps
there.

I will give you & report on this foreign
business a little later in the morning, be-
fore lunch, That does not include the British,
by the way. It is just the other foreign busi-
Iess.

Who is holding this Panamanian ship dowm at
Port Arthur, Ta:aa? Who is going to tell me
about that?

I will.
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Anything else, Phil?
No.

Nothing.

I have nothing,
Merle?

Nothing, sir.

Ed?

The representative of the company was in
yesterday and said that they would like to
know one way or the other, She is down in
Galveston and she has got 50,000 drums of
high-test gas. We don't know whether it

is real airplane gas or not. We are looking
at it now, but he says it is an expensive
ship and he would like to know just as soon
as possible, Ve told him that we would try
and let him know today.

Well, let's talk that over with - at 10:00
o'clock.

Ve have got a few more things.

That is ell right. Let's bring that up, be-
cause you know what happened at Cabinet.

No.

The President first said to lower it from
87 down to 85. I understand this is 86 octane,
isn't it?

It is probably 86, because they are just try-
ing to get in under the wire.
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It is just under hifhrtust gas, I don't
know what the quantity ia.

And then the President, taking Knox' sugpes-
tion - Knox says, "Why don't you make the

EEE‘%E' gsame as standard gas in a car, which
8

I didn't know it was as low as that.

I think so. Regular gas is 65. Everybody
thought that was swell, with the exception
of Mr, Hull,

Well, I think this fellow raﬁiesﬁnting his
company told Huntington - I think that is
where it came from - that the Japs didn't
care., They could take just the cheapest
graﬂu of gasoline and treat it and use it

or airplane purposes, that they had some
kind of a chemical they used and it was good
enough for their planes.

Well, that I doubt, but we will take a look
at it. Let's bring it up with Berle, because
I em holding it at the direction of the Presi-
dent. I can't hold this thing indefinitely.

No, and they have asked to be told one way
or the other. They will abide by the decision.

The other is on the tax bill, Mr. Secre-
tary. The conference ragurt has been agreed
upon, It will be submitted to the House today
and the Senate probably tomorrow. Ve will
have to get reaﬁy our report to the President.
Do you want to meke a favorable recommendation?

Factual.
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Well, I spoke to John about it last night,

I thought the factual thing, too, but John
feels quite atrﬂn%ly that we ought to recom-
mend approval of the bill.

Then he ought to stay here.
Well, he says he will come back.

I would send it over factual., Tou can call
him up and tell him if he wants to argue with
me he can call me up on the phone,

What was your first hunch?

Well, I told the boys to prepare it factually
and then I called E I haven't changed
1nstruut1nn=, and that is what they are doing
over in the Bureau, but John seemed to think

that we weren't keeping faith with the people
dovn on the Hill if we didn't recommend
approval of the bill, He said that the Presi-
dent had told the people that he wanted a tax
bill and it was up to them to write il any may
they wanted to.

That is all right. You can call up Sullivan
and tell him.I agree with you. If he wants
to talk to me, h£ can, but otherwise it goes
over fautunlly. Vhat do you think, Dan?

Wiell, I think the President is entitled to

a raumanﬂntiun. cm't you say that it
isn't quite the tax b u arpunted, but
you recommend its nppruﬂ

Well, you don't mind if I disagree with you?

'No, not at all..

Factual,
Anything else?
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Interior has prepared a bill authorizing the
issuance of bonds up to 200 million dollars
similar to the way the Boulder Dam is to be
refinanced, for Bonneville. Now, we have a
say as to the form of the bonds and how the
are to be issued and all the rest of it, hu¥
we have no say a8 to the amount, within the
200 million dollars. Now, I certainly think
that that amount should be determined by the
Treasury, since the credit of the United
States is pledged, and if it is all right
with you, we will say that to the Budget in
our report to Congress.

Do you agree, Dan?

Yes. I would like to take a look at it.
What do you mean, similar to Boulder Dem?

Well, the legislation that we worked on in
connection with Boulder Dam.,

That wasn't introduced.

No, but we drafted it and this follows that.

That was after we worked on that --
General self-liquidating. -

Do they still want to go through with that
capitalizing all of those?

I do.

You do?

Yes, definitely.
They are very small.
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I thought it was good last year and I think
it is good now. haven't changed.

Well, the letter will be ready tomorrow,
Dan, I will show it to you, but I wanted
to clear that point.

I haven't changed.
Is that all?
That is all.

One of our Assistant General Counsels, Norman
Tietjens, has tuberculosis and he has to go
away for a Yyear,

I would like to see him before he goes, unless
he has gone,

Well, he is leaving to go to Seranac tomorrow.
I don't know whether he will be in or not,

Mr. Secretary, before he goes. If he does
come in, I will bring him around.

Stop by. And you should talk to me about it,
anyway. Will you?

Yes.
Who is Philip Buck?

Buek is attorney for the Aleohol Control Ad-
ministration, He is resigning.

He wants to come in and say goodbye to me.
I can't refuse, can I? It is all right.

Okay.

v
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Oectober 1, 1940
10:00 a.m.

RE EXCHANGE CONTROL

Fresent!

HoMid2:

Berle:

Mr. Bell
Mr. Foley
Mr. Coohran
Mr. Pehle
Mr. Rlefler
Mr. Berle
Mr. Grady
Mr. YWhite

We are at your service.

Mr. Secretary, we have been canvasaing

the situation in the State Department as

a result of recent developments. It ie

the consensus of the Department that the

time has arrived when we ought seriously

to conglder whether or not a general blocking
order on control of funds ought not to be put
into effect covering a very extended additlonal
area. For the purpose of discussion, we might
suggest covering everything outside of this
Hemiephere, for instance., We don't have a
very definite decision on the matter except
that 1t looks as though some coneslderable
eddition of control were indioated. We

wish to propose the question for dlseusslon.

I think the State Department is in a frame
of mind to support a very large wldening
of the measures now in effect with such
modifications se¢ might be appropriate to
do some of the thinges that we want to do
here,

Well, could you do this for me, becauee I
haven't been thinking about it for some time.
Could you give me the pros and cons?

Yen.




Give me the pros and cons.

Mr. Grady can probably eupplement 1t 1in
some places.

Firet, we are now in a posltion where we

are quite frankly directing our economlce
where they will do the moet good and with-
holding them where 1t might be more dangerous.
The financing of that i1s an integral part

of that direction. In fact, it is probably
eagler for us in the exlsting state of
affalrs to use that form of direction than
the more direoct control which they undoubtedly
may have to put in later on. It is a thing
we can do now.

In the second place, that gives us the
information and by consequence the control
over certaln movements of funde in this
Hemiephere and in thls countiry, over which
we do not exerclse any control at the moment
and which we have reason to feel would give
ue some concern.

In the third place, we ares aware of certaln
grave lesks in the movement of trade and
funds which I think you are perfectly aware
of here.

On the econtrary side, there are a number of
considerations. In the firet instance, 1t
doee involve a frank disorimination. That
welghe with us less now than 1t would have

a short time ago, because the dlscriminatory
quelity of the world is now quite obvious

and there 1s no reason why we shouldn't simply
accept the situation as we find 1t.

In the second place, it does mean a much
larger administrative machlnery than we
have yet had. The Job 1s a huge Job.

In the third place, fundamentally the job
can't be done unless we rig up the machinery
which is the equivalent of a ministry of
eoonomic defense or whatever you choocee 10
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eall it, of which, of course, this is only
one area, because eventually that would

have to tle into your export control, which
you now have and concelvably ultimately your
Aimport controla and to some extent your war
purchasing and go forth, so that we obvioualy
are traveling along on the road toward the
rigeing up of a full economic defense
machinery. Of course, we don't have that
machinery yet rigged up and so far as I know
no orystalized plan for working it out, so
Ain a eense you are doing half a thing with
the whole thing still ahead. However, that
doesn't atrike me as insuperable.

Finally, there will be difficulties which
will be extreme in handling the Hemisphere,
because we are qulte anxious not to break
up the unity of the 21 countries which has
been integral in our thinking right along,
and the imposition of license controls
which might affect them might easlly create
irritations.

On the other hand, to leave them out
necessarily means a certain leakage in

the machire ry, so those are some very tough
and difficult queetions lying right in there
and finally, of course, you have to have
machinery that will not impede the work we
are now dolng in connectlion with our funds
overseas.

I personally don't regard any of those as
insuperable, but they all ralse some awfully
tough cuestione. In any case, thoese diffi-
culties are probably much better known to
this department than they are to oura.

Juet to supplement that very briefly,
Mr. Sscretary, and put it a little differently
#. than Adolph put 1t, the matter of blocking

funds has developed in one country after
another, and we are wondering f the time
‘hasn't come to think in terms of exchange
control rather than blocking of the funds

of the particular uﬂnntrin:. We have the

*




Cochran:
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sltuation of Switzerland and Sweden, whose
funde are not blocked, I underetand, and
Portugal and Spain. I don't know 1f Spain
1s blocked or not.

HDI

You have those four countries, all of which,
while the British blockade haes stopped thelir
trade and our cooperation on the Spanish
altuation can keep things from getting into
Spain, still I suppoee, and we have been
led to belleve, that Germans, through thelr
dominance over Sweden and Switzerlend in
particular, may manipulate funde in euch a
way that they can builld up credite. In
other worda, that would be the loophole on
the pure matter of blocking funds. You can
go ahead and block the funds for all those
countries, but 1t might be more irritating
to them, more objectlionable, than a stralght
exchange control program.

On the objection slide, of course the effeot
it had on our trade wouldn't be very much
with Europe, but 1f we extended the matter
to the rest of the world and had & complete
exchange control setup, 1t would have a
pretty far reachlng effect on our commerce
in a sense of adding to the complexities and
difficulties regarding our international
trade.

Well, I unhesitatingly am for a polley. It

is & consetant asource of irritation to me,

the half-hearted way in which we are attempting
from dey to day to apply economic sanctions.
Let's call 1t by the right name. That is what
we are talking about. I can give an example.
The thing I want to talk about before you
leave, at Cabinet on Friday I reported that
thie ship, the Panamanian, wes loading with
gagoline for Japan. Also, we sald the ship
would not return and would be sold for scrap
in Japan, and that wae a new way they were
going to get the scrap ircon. I reported at
Cabinet that the gasoline, they think, 1s

e a4
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86% instead of &7 grade. One point below,
yes. And what was their pleasure?

Well, Colonel Knox made the suggeetion that

one of the easlest waye would be to drop 1t

to 65, which is standard gasoline, but

Mr. Hull didn't seem to llke that on account

of the situation in the Dutch East Indles.

Well, in the meantime, the President turns

to me and says, "Hold the ship." Well, I'm 4
holding it. I can't hold it indefinitely. .
I have got to get some kind of dlirections.

The ship ownere are down and say, "Tell us.

We will unload or not."

Ia it an American ship?

No, 1t ie & Panama ship. It is one of the
old Dollar Linee, but they think the company
ie really controlled by the Japanese. Are
my facts correct?

Foley: That 18 right. Bhe is in Galveston, Texas.
She has a thousand drumes of gasoline on board
and the ownere have agked us to tell them
one way or the other whether she is to be
allowed to sall or whether we are going to
hold her; because it 1ls an expensive cargo
and they are going to unlcad her. She 1ls

not going to be permitted to asall,

HeM.Jr: Thera is a case in point. And then, of
course, the other thing ie, .1t in terribly
hard for us to explain to people that we
won't let them send money to these other
countries but they cen send money to Germany.
Thie 18, of course, a very important move,
and inasmuch as you have braght it up, 1if
State would write & memorandum on it or have
something or other which Mr. Hull approved
of and then if he would agk the Presldent

to get & half dozen of us in who are fooling
around with this stuff and find out how the
President felt and what he wanted to do.

But there are about a half dozen people now
who have something to aay. : .
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We have a ship movement thlng under Coast
Guard and there 18 aleo Colonel Maxwell.
We have the funds, Foreign Funds Control.
You people do the relicensing. Of course,
the Army and Navy have something to say.

Wwe have been rather careful so far not to
state our viewe as to what poliey should be
stated.

If I knew in whet direction Mr. Hull wanted
to go or if he wanted to call a meeting or
I could go over to his office and see 1f we
could have a meeting of the minde and then
we could go to the President. I don't know
of anything more lmportant.

Is it your idea to set up lmmedlately in
effect this economic minietry, or is 1t your
idea to put on the Exchange Controls firat
which would generally lead to 1t?

No, my reference to what you call an economie
minigtry was really the reallization that we
had epare parte all arocund and I can't imaglne
but what at some stage of the game they willl
have to come together in some fashlon, but
thet I merely posed as the difficulty in
taking the finance and segregating 1t from
some of the rest of the things.

If the State Department - if Mr. Hull will
call a meeting and I could have & little
memorandum in edvance which he has agreed
tu, which I could etudy, Juet glve me A
counle of hours' notice and I will be glad
to come over.

I think Mr. Hull would be very glad to do 1it.
I may say that I think hie poeition 1s
perfectly clear, because certalnly we had

g staff conference of perhaps three hours
and my recueet for this meeting ls the result
of that. We wanted to find what the views
of the Treasury were before we got too far
in, becsuse this is peculiarly the field in
which the Treasury is interested.
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He wante to stop the lesks, asuch as they are.

It 1is Just a questlon of how far does he want
to go and if the President aske me, I would go
the whole way. I wouldn't do it in any more
bites.

I think that is the anawer, possibly with a
reservation about the South American situation.

Well, you have your leaks there.

We recommended one time the whole way and
then we recommended all of Europe one time,
with relaxation to Great Britain. In thie
pleture, iIf you go the whole way and treat
our friends liberally, what are you going to
do sabout Ruesia? Where do they fit inf?

Since that 1s one of the great open queetlon
marks, eince nelther they nor the Germans
have gqulte solved 1t, perhaps you will forglve
me if I don't answer that for the moment. At
least we can guide our forces as our best
advices are. As far ae we were advised, the
Rusglians were notified of the German-Japanese
Pact 1in so short a time that there was no
coneultation. Whether a dlcker is posslble
now which will bring them into the clear
remains an open question. T take it until
there 1 some resolution there, you can't
perfectly gulde your course.

I have eliminated myself from telks with the
Ruseians, but for us not to glve them a small
order for manganese now when they have offered
it to us after a lapse of a year, at this tlme
I just think it 1s the height of stupidity,
but there it is and they offered 500,000 tons
to the State Department a year ago and 1t was
turned down. Now they have come through and
sald, "We willl sell you some more."

The sdministrative difficulties which would be
much increased are, of course, quite sub-
sidiary to the larger policies involved but

I think what you say 1s culte correot, that
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if you left out the rest of the Bouth American
republice, there would be a good deal of leaks.
It is none the less true that you can reduce
those leeks and extend your area of control
without including Latin America if you have
control over the: other funde, as we are doing,
and that is particularly the case in view of
the poeslbllitles that exlat of State Depart-
ment cooperative actlon. Most of those
countries have exchange control alruadg.
Argentine hae Foreign Funiéa Control. he
others have Exchange Control, so ycu can work
in that direction even in the area which ie
left.

I didn't mean to pre-Judge the area. Merely
ag & mark to shoot at, I suggested that as
one way to coneider 1t. It might very well

be that you could work out & complete Exchange
Control with an extreme liberality of llcenses
for those countries or something of that kind.

May I interrupt yout If, for instance, we

did ell of Europe or all the rest of the world
except South America and found due to the leake
we had to put them on, i1t would be eort of
singling them out and just as a horseback
opinion, I would rather do the whole world,
letting South American countriee know 1in
advance that we are going to glve them epecial
treatment.

Thet certsinly =--

Letting them know in advance that we would
give them special treatment, becsuse take thils
question - I don't know how familiar you
gentlemen arewiththis Argentinian thing. They
had % million dollare, roughly, due them from
France inpayment for goods, which I think had
been sold, hadn't 1t%

Yea, eir. It was all due, yes, sir.
Hed i1t been delivered?

fes, sir.
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And we agreed that that money could be
traneferred to the Central Eank of the
Argentine and after the Ambassador came
down here very much excited about it =
and the last I heard was thet the French
wouldn't agree to it. Is there any change
in that?

Not vet.

We agreed to it, but the French haven't
released 1t.

Then the other thing which I put on the
President's - in front of him at Cabinet,
he said he didn't have time enough - he
took 1t - wae this whole Argentinian thing,
bringing up a million and a half dollar
loan for s new purchage of meat to be used
in the prison campse, which we don't like,
but I put the thing on hies desk. It 1e
around %%, lan't 1t?

el

That is close enough for me. It 1e 7.7 and

e million and a half that 1es on hie desk,

but I am juet clting theese things and then
the night we agreed with our great friend
Felipe, he beat hie breast and we had asked
his information and he sald we whould take

hie word and we subsequently got the in-
formation. The next morning he put on
Exchange Control and then, of course, sub-
sequently he sald it was all a misunderstanding,
but I happened to elt through that one meeting
and that 1s why I eay I think if we dld the
whole thing and then eay to each of these
countries, "Look, thle doeen't mean you," -

of course, this 1a all juet thinking very
much out loud.

Well, that is one phase of the thing,

Mr. Secretary. We glve them every encourage-
ment to go ahead and such countries that
haven't got Exchange Control in Latin Amerlca,
we have operated fairly and nondiscriminately
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as far ag they are concerned, but they
might not, as fer as we are concerned.

We run into powers of that kind so easily
abused. It becomes a gqueetion of trading
then, and there is a good deal of confusion.

I oan put up & tolersble defense of the
Argentinlans, but that le a subeidiary
cuestion.

I thought Herbert Fels was going to be here.

I thought 8o too, but he was tied up fixing
up some British deal with Jesse Jones &nd he
thought he had to etaey through 1it.

I see. This is down his alley.

I had asked him to be here, but I thought it
would be a 1little bit later and he had thie
half hour with the men in his office.

Well, let'e leave 1t thies way. If you
gentlemen will glve me or Mr. Hull will
give me a plece of paper telling me what
way he wants to move on this thing sc I can
study i1t, and then on a couple of houras'
notice I will be delighted to come over
with my staff and sit down in his office
and diascuse 1it.

All right. I think --

But I would like a memorandum from him in
advance. .

I think in handling that, what State would
probably want to do would be to put down
the objectives they want to obtain. The
tuchniqun. of course, lies over here. Ve
wouldn't want to try to suggest very much
on that, because you are the fund of in-
formation on the technical methods of that
kind of thing. We could clearly state the
objeotives we hope to accomplish.

Well, we might se well face the thing, and
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1t is golng to be the whole thing and if it
is going to be real economic sanctions and

everything that goes with it, I think that

iz a pretty blg --

Grady: It 1e & serious depsrture.
H.M.Jr: It 18 a big thing.
Gredy: Especially to take 1in everything.

Wnite: We would have tc be openly diseriminatory
because it would be an imposaible adminletrative
task unlegs you lasued general licenses to those
countries you wanted to exclude.

1 might say to that, geurprising as 1t may seem,
one result of the diplomatic announcement lest
week probably gives us leeway that we did not
have before.

On the serap?

Well, on the dlseriminatory treatment. We
no longer have to deal with a situation in
which we have an alliance which in form,
at least, le directed agalnst us.

(. M. Jr: How does this hit you, Win?

Riefler: I agree with you. I think 1t is probebly
overdue.

He Mo JT4 How o you feel about - you are 2 friend of
South America. How do you feel shout 1t?
Would you do it 1in two bitea?

Alefler: I think you are right. T think I would make
it universal and work very garefully to see
that 1t doesn't get in between us and the
countries we are dealing with.

Ho M. J24 Well, do you want to say enything, Dan?
Rlefler: 1 think your approach is absolutely correct.

South America 1s always difficult to deal
with, and if you find later you have got %o
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do thinge to stop leaks, it will be pointed

at them specifically and they will resent 1t
and 1t will resound much more up and down the
vhole continent than Af it is 2 general measure
with exceptions. Exceptlions can be dealt with
more delicately and oan be flexed to the
sltuation at any time.

We are handling the licenses for money now, I
think, with a minimum of frietion. I don't
know whether you get complaints, but we get
very few complainte. We try to keep 1t down
to the minimum.

The bulk of complainte have all been on the
game point and which we can do nothing about,
which 18 the remittance problem.

There would be nothing inherently diecriminatory
in control of this kind. We have got, of
gourse, our trade agreements guaranteelng

falr treatment on exchange.

But they would regard it as they have glven
evidence of so regarding 1t, as something that
ie quite undesirable if it 1s applied to them
at all, if they have to renquest licenses At
all, so that I think both for- admlinistrative
reasone and possibly for politlical reacons
you would have to glve them prlntiﬂallr a
general license in which 1t wouldn't annly

to them at all,

How does 1t affect the other countries under
your trade agreements?

Well, European countries - I think 1%t 1e &
theoretiocal aquestion as far as --

How about Switzerland? They have bDeen asking
about this matter now for the last three months,
and they are scared to fdeath they are golng to
be brought under 1it.

Switzerland and Sweden both have agreements
with us which - our position with regard to
that 18 simply thnttLywuld get thelr falr
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share of any allocation of exchange based on
what their trade had been. Well, if you out
down the total, you ocut them down proportionately.
I should think 1t could be administered in such
a way that there wouldn't be any violation of
the agreement, because we have rather wlde
power under war conditions and that is one
polnt under this whole thing. It would be
interpreted ae practically recognizing a war
emergency and soc interpreted by our opposition
and so on 1f 1t heppened before electlon.

Your thought would be that in the granting of
licenees, the principle in the case of Bwitzerlend
and Sweden would be different, would be based
upon nondistriminatory treatment rather than

the criterion which we would apply in the other
countries?

The point 1s that the British pretty well control
the thing through the blockade, as far as trade
is concerned, o I don't think we ocurselves

would be blamable for any actual dieerimination
eg long as we didn't hold up any of thelr ex-
chenge that we didn't have a right to.

Let me use this opportunity. = Didn't you (White)
have something elee? .

If you went to go into oll --

No, but let me get these gentlemen's advice.
What 1s this meessge you weanted me to send
to the Argentine? !

White: Duggan just sent a mesaage. I think he thought
this meeting might deal with that.

H. M. Jp: How does 1t stend now?

Bell: This 1s on the Argentine. MNr. Flerson wanted
to deliver a message to the Minlgter of Finance
who ig flying tomorrow morning to Rio de Janerio,
and they wanted the Treasury to give them -
State Department wanted the Tressury to give
them approval of this meesage. I can explaln
it. It is quite long. You really ought %o
read it.
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Let me read 1t out loud,
This 1e& Plerson?

I think 1f we apnrove that message there
wouldn't be much use of that delegation
coming to Washington for negotiations.
They would be nractically comnleted.

Have you read that?

1 have read 1it.

Have youf

No,

Let me read 1t out loud.

"Mr. Plerson hae given careful conslderation to
the statements of the Minleter of Finance with
reanect to the difficulties of Argentina'e
economlie gltumtion and has nerused wlth interest
the Central Bank'e memorandum narticularly

ts egtlmate of minlmum imoorte over the next
twelve monthe., It 1s noted thet the Bank
eptimates that Argentina's unfavorable balance
of payments with the United 8tates wlll asmount
to about ninety seven milllon silx hundred thousand
dollars and nointe out as alternatives the followlng
means of coning with the situation: (1) to find
additionel exnort outlets: (2) to reduce immorts
drastically; (3) to borrow dollars; or (4) to

ship gold in amountes that would serlouely de-
plete the Argentine reserve."

Five million dollars worta of gold came in
today.

(Two) "Ae exnlained orally Mr. Plerson's purpose

in coming to Argentina was to discuss the economic
sltuation with a view to cbeerving some form of
aselstance. He 1s particularly desirous that

such suggestions shall be practical, constructlve
and not oven to eerious criticism on elther economic
or nolitical grounde. He 1s inclined to belleve
therefore that a banlanced combination of all four
meana would probably be for the best and 1s dlsposed

to propoese the following to his Government:"
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Who elgns thie anyway?

The Minister of Finance.
I seec.

(Three) "It ie reslirzed that by far the most
desirable and effective form cf assletance for
both countrles would be the purchase of aome
Argentine nroduct, and the Minilster is informed
in confidence for the present that Mr. Plerson
is prepared to recommend that an agency of the
United States Government buy outright for war
stock purposes outslde the usual commercial
interchange ten million pounds of Argentine

wool during November and December, such purchage
to be made when the steate of the market warrants.
Since such wool would be stored as Government
war stocke and would be purchased with nublle
funds primarily to ssailet in the dlspoeal of
export eurpluses in the present emergency, it
would manifestly be in the intereaste of both
Governments to carry out the transactlon at

the most favorable rate of exchange thus in-
creasing the volume of produce absorbed and
avolding criticlem that would otherwiese result.
For example 1f dollers deetined for this

purpoee are converted at the higher offlelal
eelling rate for dollars, namely about 4.23
pesos to the dollar, the proceeds in pesos
which would be denosited in local banks until
utilized in the purchase of wool At the market
price, would buy over twenty-five percent more
wool, with resultant tenefits to a correspondingly
greater number of Argentine producers than would
be the cape If the conversion were to be effected
at the officlal buying rate of about 3.35 to the
dollar; and the fact that the wool would be
bought by the Government and held as.a reserve
stock would prevent the operation from upsetting
world prices. A further ilmportant advantage would
be that no part of the funds made avallable for
thie purpose would be abgorbed ms an exchange
profit. Needlese to say 1t would be difficult
if not impossible to defend the Government's
action if a considerable part of the pesoe
obtained or obtainable for such funds as might
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be made avellable for political purchases

were to be shown to repreeent an exchange

nroflt to the Government benefited, since

such & profit would be interpreted me tentamount
to an export tax."

(Four) "Mr, Plerson reslizes the seriousness of
the altuatlon caused by the temporary loss of
markete #nd 1ls accordingly prepared to recommend
immediately further credite in the amount of
$30,000,000 to be made avallable in convenlent
inetallmente over & period of twelve to elghteen
monthe with interest at 4% per annum; and to be
repald within elx years from the date of each
rdvance, with amortization commencing within two
years. As in the cese of the $20,000,000 loan
already announced 1t 1es understood that the
doller exchange 18 to be made avallable ex-
cluelvely to cover purchases in the United States
withlin categeries and amounts aporoved by the
Export-Import Eank."
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(Five) "It ie readily understood that Argentina
will probably be obliged to limit lmrorts from
time to time during the exlieting emergency but the
Minleter wlll appreciate that since both purchases
and loane in thils ceee would have a politieal
character the United Etates Government would be
eubjected to serious public censure if such
limitetions were to be applied to American
imports while llke importe are admlitted from
competing countries without & corresponding
limitation. An espsurence would sccordingly be
appreclated that the Argentine Government will
lnclude the United Statea 1ln the group of
most-favored-nations and that whenever it 1ie
necegsary to restriet imports, 2s will no

doubt be (*)

(Six) "If the foregoing meets with the Minister's
approval and the present emergenocy should be
prolonged or the measures proposed are found
insufficient for other reasons, sympathetic
conslderation will be gilven to rendering further
cooperation.®

!

* spparent omission.
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"Plereon agreee with the foregoing but he 1s
prepared to recommend to Mr. Jonee that there
be approved new credita of up teo $50,000,000
limited to not exceed £5,000,000 in any

one month. The obligatlions of the Central Bank
under guarantee of the Government and repayable
over a perlod of eilx years."

What does Duggan say?

Duggan eays they jJust received a telephone
message from Flerson in which he reneata that
Pinedo waes to fly at four and he would very
much llke a statement to be able to make before
he leavea., There ls one polnt there.

The second voint wae, he wanted to know whether
Mr. Jones had gotten in touch with you about that
and I said he hadn't and he sald he had spoken

to Jones about 1t and Jones eald he was not

ready to make any statement to Plerson, though
he might be later ln the day.

Well, I am here.

Wwell, 1t appeare to me that the only answer that
ls reaulred for that statement is merely that
he doesn't have to make any statement to him.
The discuselon ae to how thls financing 1ie
going %o be handled up here la something that
we ought to dlecues in some detall among our-
selven later.

Well, this is the firet I have heard about 1it.

I don't know under what instructions Mr. Flerson
is seiling. I don't know what inetructions he
received before he left. Certainly I had no
chence to see him before he left. I think it

is a2 matter of - purely in the handa of Mr. Jonee
and the State Department.

I do think we are interested, Mr. BSecretary.
We have msked, the State Department has asked,
a delegation to come from Argentina to d lecuss
the stabllization matters. It involves the
Stabilization Pund. It seems to me 1f the
Export-Import Bank i1s going to grant a credit
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to Argentina and we are going to take some
action on the Stabllization Fund, they must
be coordinated; and I think if he makes that
etatement, I don't believe there 1s any
necesslty for the delegatlon to come from
Argentina.

I agree with you, but I aleo sent & message
to Mr. Hull, Ssturday. Did you (White)
deliver that message?

Yes. I haven't heard anything from 1t beyond
the fact thet 1t has been coneidered.

To whom did you tell 1t?%

Larry Duggan. Mr. Berle waes out of town.
I was there Sunday and Monday.

Do you know what the message wae?

No.

Hepeat 1t, please.

The mespage wes a reouest that the agenda
which was somewhat altered from the draft
whlch you saw by the deletion of one of the
items should be approved by Secretary Hull,
and that the State Department should notify
the Argentine Government if Secretary Hull
did approve of the agenda, and eecondly,
that 1t wee the Secretary's thought --

This Becretary.

Secretary Morgenthau's thought that it might

be better to postpone the negotiations until
November because Seoretary Morgenthau was

quite skeptiocal that anything would be consummated
before then, and by virtue of the number of things
involved, it might mean they would just be hanging
around a few weeks longer than necessary.

Ag to Number 1, I can't concelve that there
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would be any diffleulty about approving the
egenda, because certalnly the original agends
wae discuseed and went right back.

Ae to the other point, I would like to make

one remark. 8o far ss the Argentine is
concerned, thle 1en't a long-range job. They
are nretty well up ageinst the gun barrels

now. Henry ls more clogely mcquainted with
the statlstlics than I am, but I get the plcture
that that Argentine situation isn't a2 thing

to keep on negotiating sbout very long without
eome Kind of repercusslons. They eren't as
exnloslve ss Chile or Bolivia, but that new
minietry has got 1te own row to hoe and this

ie a new sltuation. They have been moving
toward it and they have been telling us con-
elatently that they were moving toward it

for montns now, seo I can lmagine Flerson down
there feels he ia under some pressure to do
something now instead of holding out merely a
hope that some time in the future some arrange-
ment will be resched.

Well, I am supposed to give these answers
within two minutee, and here is & thing that
Plerson 1e down there carrying on negotiatione
for. 1 agree entirely with Mr. Bell if these
go through I think 1t 1s sllly to have thls
man come up here and I think Mr. Hull and

Mr. Jones had better get together and decide
what they want to do. Let the two of them
get together. Mr. Hull is Secoretary of State
and Mr., Jonesa has got the Export-Import Bank.
If the two of them will get together and
elmply say, "This ig what we want," 1t will
meke life easler and gweeter for me. So if
You would mind telling - Just go back to
Saturdey. Whatever the State Department
decides, should the Minister of Finance or
his representative come up here and should
Mr. Plerson make that statement.

Let's gee if I get 1t, Your view 1s that 1r
Mr. Plersgon makes that statement there 1s& no

reason for his coming North.

I wuld agree with Dan completely. He 1s
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committing himself to an arrangement which
obviates the necessity cof examining the whole
situation. He 1s committed Tto a step before
he even comes here.

Cochran: We don't want to get any competition between
the Export-Import Bank and the Fund. If they
think thst ie as far ae the funde ought to go
to Argentine now, that 1ls ae far esg 1t should

EO.

Don't think I mind the competition. I like
it and cheerfully withdraw in favor of
Mr, Plerson. '

Juet for a little background, the Argentline
Government have been trylng to have ues send
neonle down for the whole time to check over
the situation end tell them what we could do
to help them and there are some reasons why

we dldn't want to send an offlclial delegatlon,
and finally it worked out that Plerson planned
to go down anyhow and thst he should make &
survey to see what we can do to help them,

g0 that ig the basls of this statement. He
hee to tell them what he 1s golng to do to
help them. £

0f epurse, this thing has its humorous slde,
and I never try to lose my esense of humor.
When Mr. Hull and Berle were down in Havana,
and White, they asked me for a astatement on
the Fund and they worked me up into & state

of enthuglapm, and I gave you the kind of state-
ment you needed, didn't IV

That 1s right.

And T haven't changed my mind a bit. Now,

white 1s doing hile damndest - I understand
Welles is very much interested in the same

thing - toc get me to do eomethlng on this Fund,
and White has done a beautiful Job. He never
leeves me alone, day or night, and he gete me

up to about thie point where I am nibbling,

you eee, and I still etand by my Havana statement




- D] =

and along comes this Plerson thing and it

Just says there 1s no excuse for me to do
anything and I am so appreciative I am thinking
of calling up Plerson on the telephone and saying,
"Thank you."

Well, all I can say is that we have still got
to hold the Hemlephere on the line.

And I stlll say I wish that - well, I am here,
my telephones work, end I will be very £lad
to Jhear. But the decilsion evidently rests
with both Mr. Hull and Mr. Jones.

Right. Well, what it really comes to 1is

thie, before we epar on the points: The real
declelion 1s whether the program, so far aes

the Argentine Government 1s concerned, 1is

then remitted to Jesse end Pferson with whatever
guldance they want or will accept from the

State Department, rather than in the Treasury,
that le what 1t will really work out as.

That is right.

If 1t meets with the annrovel of the National
Defense. That fite in there, so there is no
difficulty there.

And if Mr, Hull decides that, then I agree with
Bell and White it 1s sllly to bring these people
u]’.‘l h-.rﬂ 5

The determinate problem is the need for action
there. He can understand what they are driving
at. They have just weathered & difficult
political criels. They came through it nicely
eand they have now for the first time a pro-
American OGovernment Aagainst what has been
previously a pro-British minietry. That whole
erowd naturally want to get awaey on scmething
like this program. They have had this difficult
eituation.

Thank you for coming over.




PARAPERASE OF TELRORAN PEOEIVED

FRON! Assriean Zabessy, Boencs Alres, Argentisa.
BAYE: Seplenier 29, 1 p.n.

wo. 3 4S9

The Argestine Govermment, the Winister of Fimasse
has indieated, would like to oblain oredite exslusive
of the §20,000,000 loan alresdy anncuseed of up be
$100,000,000, the funds %o b made awailable ia installsents
and tho lesn to be reyald withia s peried smeesdtag five
yosrs. Nr. Plorvson stated that he thought the smount
rather high and the terms long but that he would take the
subject up with this Goversment. He Belisves that ia
sdditien to the $20,000,000, #30,000,000 might be sffered
st 4 pereent, to be made aveilable ever a period of
tvalve or sightesn months is lnstellssats, sad repaid withia
Bot 4o exdend six years frem the date of sash advance.

It would be of advantage %o lisk this with an
anncucoenent (vhieh for the presest sould be confidential
if necsssnry) of on iatemtien to mequire & coriain amouwnt
of woel as 904 forth ia the Departeeni’s cable me. 324
of Jeptenbher 27, B p.a. Oisee Dr. Fisede leaves for Mo
da Janeire sarly an the merning of Vednesdsy, Ostober 2,

Nr. Plersen will have his last oppertusity te see
B,




==

Dp. Miosde on Tussday, Goteber 1, sad he would W grateful
if be could be given sn Ldea o that date of vhat will Be
recemsended ond so far ss poseldls whal will be aprreved.
In ne wush ae 1% e belleved deeiradle %o take sone safe-
guards in sceerdance vith the somsiderstisns eed forth ia
‘e Exbesty's Velegran se. 434 of Septenber 25, 8 p.n.
there are submittied for sossiderntion by the Department
several peints to bo preceated te br. Pinsds on Tussday,
subjcet maturally to sreeific approval in each case W the
Pepartaest. I-m-“m'm
couvenisnt veferennes and follew:

(ome) “r. Fiorvsea has gives sareful consideration te
the statemsate of the Wimister of Fissnee with respeet to
the diffieslties of Argsntine’s escnomie situstion aad hse
rerused with iaterest the Comtral Jask's mesorandus par-
tloularly iss estimate of winisum faperts over the mexi
trelve menthe. It 49 meted that the Bank sstimates Shat
Argentina's mfaverable balance of payments with the Unmited
itaten vill amount %o sbowt aisely sewes million sin huadred
thonssad dollars snd polate cut as altermatives the follow-
iag seans of coping with the situationt (1) te find
additional export cutlote; (2) %o reduoe imparts drasileslly)
(3} ve borrow dollare; or (4) o ship gold in amcunts thal
*sule seriously deplete the Argentise Toserve’.
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(®we) “As expleined evelly Wr. Plersen’s purposs in
coning te Argentins was o dissuss Vhe ceoncmis situatiss
vith a view o sheerving sese form of asslotanese. Be i
partionlarly dseirous thet such suggestions shall b
prastisal, seastrustive mnd met erem \o serious eritieies
on aither soomenie or political grownde. e is inolined
te believe fherefore that a Bslanesd combisstion of all
four seane would probably B for the Dest and is dlsresed
te wroross the follewiag %o his Goverameat:*

(Taree) "I% is realised that Wy far the most desivedle
and effective form of assistance for both sounmivries would
be the purchass of sowe Lrgentise produet, sad the Mialster
is informed in confidense for the present that Mr. “ievesa
is prevared Lo recommend that an ageaay of the United States
Jovermment Wy outright for war slack purvesss sutiids the
usual commersiel intevshaange fes million reunda of Argestinme
vosl durisg Novesder and ioceaber, sush parchasses to be
Sade whea the state of the maricst warrasis. Sines sunch
veol would de stored ss Goverament war stosks and weuld
be wargbased vith rwdile fumds rrissrily to sselot in the
diepesal of expert surpluses ia ihe present emergesey,
it would mesifestly be ln the imtersets of both Soveramssts
1o earry out the trussastion st the most faversble rate
of enchange thme Inaressing the velume of produes abeorbed
sad sveiding eritiolen that weuld etherwise ramult. Fer




.
exauple 1f dollare destined for Whis purpese are geaverted
st the higher offisial welling vete for dollars, mamely
sbout 4.23 peses 4o Whe dsllar, the preseeds im peses
vhigh weuld de depestited ia lecal banke watil wiilised
in the purchase of weol at the market priee, veuld buy ever
teeaty-Tive yeresnt move weel, with resultent desefits to a
eorrespendingly greater mumder of Argeniise preducers thas
mumﬂﬂhmh-ﬂhhmn
the offiedal buying rate of sboud 3.28 %o the dsllary and the
fact hat the wool would bo bought iy the Govermment and held
82 & resarve stegk would prevest the speratien from wp-
setting world priges. A further lapertant adwveatage womld
b that 30 pard of the funds made swvailabls Tor this
purpese would e absorded as an exchange prefit. Headless
to say 1% would b @ifficult I set Lmpessible to defend
the Govermment's astlon if s comsidaredle part of the peses
obtainsd or oblaisable for cuch funds e might be meds
svailable for political vurcheses were to b shown te
represent aa sxcheage prefil te the Governsent bemcfited,
tises sush a profit wemld be lsterpreted se tastamewnt Ve
sa expert fam."

(Four) "Er. Plorson realizes tue soricusases of the
Slivation cauced by Whe Sempernty 1068 of markets and is
sseoriligly vrepared bo resosmsad fmmediately furthar
eretite th e casuat of $30,000,000 %o be made aveilsble
in cenvenient imstalluemte over & peried of twelwe %o




.
eightesa months with lnterest st 4F por susum, snd to be
repaid withia oix years from She date of sach aldvenee,
vith asertisstioa comsensiag vithin twe yoars. As in
IHHIHH.M.M“I_IIMHHH
understosd that the dellar exchange Ls to be made available
sxelusively to eover purchases in the United States withis
sstegories snd amounts srproved ly the Axpert-Import Bask.®

(Five) "It 19 readily wmderetood that Argeontise will
prodably be obliged te limit fmports fres time %o tine
durisg the m-ilu“wmmmmmlm
clate that slaee both purcheases and loams in this enge
would have a pelitical sharscter the Ualied States doverament
vould be subjected to serious publis eemsure if sush
lisitations were bo be applied te Amsrican imperts while
live imperts are admitted from ecompeting countries vitheut s
sorresponding limitaticn. Aa sesurence would seesrdingly
be appresiated that the Argeniine Severmment will include
the United States in the group of seat-avered-nations and
that whenever It L mecossary %o vestrict lmporte, s will
5o deudt be (*)

(81m) *If whe foregeling meets with the Wintster's
syprreval amd the present smergescy should be prelomged or
the measures prevesed are fousd imsuffielent for wiher
Teassns wapathetie eonsidersiien will W given o renderiag
furthor gooperatics.

* spparent emissioa.




==

Fiefuea agreec with the feregoing ut he is prepared
te reccamend ie Nr. Jeace thet there W approved new erudits
of wp o §50,000,000 Lixited S0 not to smseed $8,000,000, 1a
sy one menth. The shbligatiens of the Comtral Damk wader
guarsntes of the Seversment and repayeble over a peried of

iz yoars.
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EXECUTIVE ORDER NO. 6560

REGULATING TRANSACTIONS IN FOREIGHN EXCHANGE, TRANSFERS OF CRED
AND THE EXPORT OF COIN AND CURRENCY IT,
By virtue of the authority vested in me by Section 5(b) of the Act af October 6, 19
411) i: amended by Section 2 ..!-Id the Act of March 9, 1933, entitled "An Act to P;midtﬁiﬂg il::?hﬁ'ui L,
ing National Emergency in Hanking and for other Purposes”, I, FRANKLIN D, HDUEE;E;;N'
PRESIDENT ol the UNITED STATES OF AMERICA, do declare that & d of matiosal LT,
gency continues to exist, and by virtue of said authority and of all other authority wvested in
herehy F..._ﬂ:"b,, ithe following regulations for the mwestigation, regulation, and prohibition “!M. da
actions n forelgn exchange, transiers of credit between or payments by banking institutions o ;
defined, and i of carrency o gilver cpin, by any peerscd within the United Stalen op * laerein
subject to the jurisdiction thereof: T N
Spcrion 1. Every transaction in forcign exchange, transier of credit between an T
tion within the T_.'nnzurﬁtm: and ey b:ukﬁ: :'n:nmt;“:.-n outaide of the United Eut:lhﬁ;ﬁ"g inatite.
principal, agent, home office, branch, or correspondent outside of the United States of hukj:HL-Tlg ny
tion within the United States), and the a]f-m: or withdrawal from the United States of an ey
or silver coin which is legal tender in the United States, by any person within the Uniu.jyfuﬁﬂf
hereby prohibited, except under license therefor issued pursuant fo this Executive Crder: m“
however, that, exceptl as prohibited under regulations prescribed by the Secretary of the l':l'!:l =
foreign exchange transactions and transfers of credit may be carried oot without a license [or {.:;.r“ﬂ”-'
commercial or business requirements, {.!;t| reasonable traveling and other personal requirem e
() the fulfillment of legally enforceable obligations incorred prior 10 :'-Iud'.‘,]i;. 1933, o
Spcrion 2. Posserrions of the United Stoles. Except as prohibited in r i i
Secretary of the Treasury, transfers of credit hEl'-'-EtﬂFhHlle"ﬂ i“’-li-!'"tlnﬂ:ﬂﬂi::!ih:;ﬁtntmij IE;'!‘I e
Geates and banking institutions in other places subject to the jurisdiction of the United 5 N
ing principals, ajenta, home offices, branches, or J:-D‘nu]!-nm-lltn'l_'- in such.other places, of |}:II::|;l g
e within the continental United States), may be carried out without a license. TN
Spcrion A Licemser. The Secretary of the Treasury, acting di
he may designate, and the Federal reserve banks nﬂingrjirn nc:nEﬂnr:::lHitl:: :J;ﬁl;;” SESHEIE B
as the Secretary of the Treasury may from time to time prescribe, are hereby desi af:ltjh et
for the granting of licenses as hereinafter provided. Licenses |:|1—::|"I be grant l.ul.hE:.' e ;Emnu
actions in foreign exchange, transfers of credit, and exports of currency (other than u:::;.g such trans
or silver coin in such specific cases or classes of cases a3 the Secretary of the Treas . :T‘ﬁmm
in rtEuI:.:-'r:-m prf;rrihud bereunder and rulings made pursuant thereto. i
Smcrion 4. N BT i .
s & efere, T lwnl ssstre bioks ihl] bwp anattvs erestip tareed o &
ing matitutions ontside of the continental United States a.m:i banking instituti e o
repart to the Secretary of the Treasury all transactions in forei AL SODR U s 8 Whricls, e
not permitted under gulium ey S v I}E reigh exchange and all such transiers of eredit
THOE & re effecied or attempied n thelr districts withost s
Seerion 5. Regulotion:, The Seer i i powe
from time to time Té':.:-'hti-:m:. ] clrrJ't::?I:;-Ii ?::E:E?“D I:II-IIIi:ll:l:l:llhl;mlE‘If ;I‘Id Epmvm e oo
tions or by mlings made pursuant thereto, the conditions under ILIE;; :I“I - RRUL EL P
Federal reserve banks and by such other agencies as the Se : . iflms'% WPt ek nted By O
aivd the Seeretary of the Treisury may rtqu?r: any person en i drr L
or withdrawal referred fo in this Execistive Chdn-{n:npluru' h - L trm.l_{cr.ﬂ::p-:_rt
theretn, including the prodoction of any books af :l:munl“:mu:'l. LI'L'LHIJ:; e
tion therewith tuw'the custody or control of such person l.'ilrh: -h;?t , letters, or other papers, in conate-
export, o withdruwl ik romxpleted. P r before or after such transaction, trassfer,
Secrioy G Fenaltior, 1 : rs ;
provision of this Ext:uti:\'t Eﬁ;[;as::rﬂlﬂulll{:;ﬂ:luf hﬁ:‘mg]}r g o ol e
under, shall be subject to the penalties ovided i Section § ( regulation issued or prescribed bert
amended by Sectlon 2 of the Act of March 3, ]mm ection 5 () of the Act of October 6, 1917, 1
Secriow 7, Definitions. in this Executl ,
United States and :{; place ;:Ilfnj:t&:dt:::hm" iﬂdﬁu'““ ] e “umt':d e it G “‘:
means the States of the United States, the Distri iction thereci; the term "continental United States
“persan” meana an individual ]___nm::;;i € “';;:!'”_'-"f Columbia, and the Territory of Alaska; the term
tion" includes any person engaged primatily or incides OF COFPOCRUON A6, thi S §a A M-
trnenlertiag crodics. or Of purchatiog and 1lng tore e e e o D aars and sehi
thereof, as principal or agent; and, for th e l-:-r::zu A 01 B princil
agent, of correspondent of uny person 1o ;F“fﬂ*’f; I this Crder, each home office, branch, principl
Secrion B, Section 8 of the Executiv E‘TE.& shall be regarded as & separate “banking instrtution .
and Earmarking of Gold Coin, Bullion, or Corrency o b Tramiaiior s i B e E e nge Export
revoksl ' or Currency and to Transactions in Foreign Exchange, is berey

This :
is Executive Order and any rules, regulations, or licenses preseribed or jssued bereunder may be

modified or revoled at any time.
Tuz Whrre Hovss, FRANKLIN D. ROOSEVELI

Jomuary 15, 1934,
Ser Regulitions of November 12, 1934 which s set foeth oo pape 9.

e e

g omr seclined, L
!. gliing tefele ay 10, 1940, primted immsediabely below, the origine] 1250 of Executive Chder No.

EXECUTIVE OBDER NO. B389

- O Mo 8389, dated April 10, 19460, grmended BEuecotive Order Moo 8560, da
| Executive rdﬂu i o o 1 inclest e Ex 3 H;- , dated Janusry 19, 1904, by
3 daned i
frder 3o, B0, das pale Ay i enistted,

Cxpeequent SmED Mo, 8389 are set forth oo papes 7 asd &)

EXECUTIVE ORDER NO. 8405

AMENDMENT OF EXECUTIVE ORDER NO. B389 OF APRIL 10, 1940, AMENDING
EXECUTIVE ORDER NO, 6360, DATED JANUARY 15 138,

Expputive Order Mo, B3RS of April 10, 1940, is amended to read as follows:

s AMENDMERT OF EXECUTIVE ORDER MO, 6580, DATED JANUARY 15 198, REGULATING TRANSALC
+10NS IN FOREIGN EXCHANGE, TRANSFERS OF CREDIT, AND THE EXPORT OF COIN AND
CURRENCY.

“Hy virtue of the sothority vested in me by section 5(b) of the Act of October 6, 1917 (40 Stat.

4117, as amended, and by virtue of all other authority vested in me, I, FRANKLIN D, ROOSEVELT,

PRESIDENT of the UNITED STATES OF AMERICA, do herchy amend Execative Crder Wo. G560,

duted January 15, 1934, regulating transactions in forelgn exchanpe, transfers of eredit, and the export

of coin and currency by adding the following sections after section 8 thereal:
wsgeerion 9. Notwithstanding any of the provisions of sections | te B, inclusive, of this Chrder,
all of the following are prohiblted, except as specifically authorized in regulations or licenses. jssued
by the Secretary of the Treasury pursuant to this Order, if involving property in which Norway
or Denmark or any national thereof has at any Hme on or since Apri E. 10, kad any interest of
anv mature whatsoever, direct or indirect, or if involving property in which the Netherlands,

Belgium or Luxembourg or any nationa) thereof has at any time on or since May 10, 1940, had
any interest of amy mature whatsoever, direct or indirect:

wip ANl transfers of eredit between any banking institutions within the United States;
and all transfers of credit between any banking institution within the United States and any
banking institution outside the United States (including any principal, agest, home office,
brapch, or correspondent outside of the United Cagtes, of o barking institution within the

United States) ;
“+B. All payments by or to any bankiag institution within the Uni
“+C. All transactions in foreign exchange by any perscn within the United States;
D, The rt of withdrawal from’ the United States, or the earmarking aof gold or
silver coin or bullion or currency by asy person within the United States;

=B Al transfers, withdrawals or exportations of, or dealings in, any evidences of indebi-
edness or evidences of ownership of property by any perscn within the United States: and

'E. Any transaction for the purpose or which has the effect of evading or avelding the
foregoing prohibitions.

ted Stabes

“*Secriow 10, Additiowsl Reporis.

I" ‘A, R ander oath shall be filed on such forms, at lu-:l: ﬂriwtﬁmg::n:ul:mmlmﬂ:
to time, and puch persons, as provided in regulations prescr b e T of 1
4 whtafncr ol whr:h Marway,; rk,

i . with to all property of pature |
the Netherlands, Belgium or [..u:'.:m{n?ur:'ngr any mational thereol is or Was the owner, orf in

which M ' Denmark, the Netherlands, Belgium or Luxemboirg of a4y B f
has or bhad any intérest of any nature whalsoever, direct or indirect, and with respect to any
acquisition, transfer, disposition, or any other dealing in sich property.

*'B. The Secretary of the Treasury may require the furnishing under oath of additional
and supplemental 'l':l[u:l"?ullinn. im;1u|]'mrrthe 3;:nr-:uilizlv:l:irt'hn of any books of account, contracts,
letters or other papers with respect to Eh.: matiers concerfiing which reports are required to

be filed under this section

=Sacrion 11, Addiional Defimitiens. In addition to the definitions contained in section 7,

the following definitions are preseribed:
"5 The terms "Norway” and “Denmark”, respectively,
ment of Norway and ﬂ':ﬁm-u?:an April B, 1940, the terma Ithr. Netheriands™, =

and

mean the State and the Guvu-nr“
Belgium",




“Luxembourg”, mean the State and the Government of the Netherlands, Belgium and Luge,
bourg on uﬁ 10, 1940, and any political subdivisions, agencies and instrumentalities of any
of the foragoing, including territories, dependencies and possessinns, and all PETIONA ncting of
to act directly or indirectly for the benefit or on H'!:-!ln{ln:r of mhm.-,,.

terme “Nor 'I".. “Thepmark™, “the MHetherlanda”™, “BE1!‘|“E and "mebuu'rg“ redpec.
tively, shall also include any and all other governments (including political subdivisions

EXECUTIVE ORDER NO. 8445

agencies, and instrumentalities thereof and persons acting or purporting 10 act directly o
indirectly for the benefit or on bekalf thereof) to the extent and only to the extent that such
goverpments exercise or claim to exercise de jure or de facto by over the ares which,
o April B, 1040, constituted Norway and Denmark and which on May 10, T™40, conatituied _ : : i
the Netherlands, Belgium and 1 houry. By virtue af the authority vested in me by section 5{b) of the Act of October 6,

kb TR . e L 1917 (40 Stat. 411); as smended; and by wvirtue of all other authority vested in me,
A e et et et it b e e b 1, FRANKLIN D, ROOSEVELT, PRESIDENT of the UNITED STATES OF
resident of Norway or Denmark st any time on or since April 8, 1940, but shall not inclsde AMERICA, do herehy amend Executive Order No. 8389 of April 10, 1940, as amended,
any individual domiciled and residing in the United Ctates o Aprcil B, 190, and shall alse s as tp extend all the provigions thefeod to, afid with respect to, property in which
include any partnership, association, or other organization, including any corporation organ- France or any nationa] thereof has at any tme on or since June 17, 1940, had any inter-
imed under the lyws of, or which on April 8, 1940, :lﬂ its F“EF‘?E"W of h“::tm in Norwsy est of any mature whatsoever, direct or indirect; except that, in defining “France” and
or Denmark or which on or after such date has E.”: ':D;:.'H h':h h :'l::'. .. Hi““' ’"‘“I of *national” of France the date “June 17, 1940 shall be substituted for the dates appear-
e sk e bnd nbetars, o S8 s of YLk B ol € v . St of s o Aot Bl
citias to believe have been, domictled in, or the mbﬁ!ﬂl, citizens or residents. of Hm-w:y e
Denmark at any Hme on or sinee April B, 1240, and all persons acting or purporting to ag
directly or Indivectly for the benefit or on behalf of the forepoing.

" The term "mational™ of the Netherlands, Belgium or Taocembourg shall includs sny

person. who has been or whom there i reasonable cause to believe haa been domiciled in, or

& subject, citiren or resident of the Netherlands, Belgium or Luxembotrg at any time on or
since May 10, 1940, but shall ot fnclude any individual domiciled and residing in the United
States on May 10, 1940, and shall also inchude any partnership, association, or other organiza-
tion, including any corpomtion orpanited ooder the nws of, or which an May 10, 1940, kad
ita principal place of busfness in the Netherlands, Belgivm or Luxembourg, or which on or
after such date has been controlled bv, or a nohatantial part aof the stock: shares, honds,
debentures, or other securities of which has been owned or contralled by, directly or indiectly,
one of more pergons, who have been, or whom there 13 reasonsble cause to belicve have been,
domiciled in, o the suhjects, citizens or residents of the Nethérlapds, Belgiom or Luxem-

= boorg, =t any time on or since May 10, 1940, and all persons mcting or purporting o act
ditectly or indirectly for the benefit or on behalf of the foregoing.

AMENDMENT OF EXECUTIVE ORDER NO. 8380
OF APRIL I 1940, AS AMENDED.

= FEANKLIN In ROOSEVELT
Tz Waite House,
_Il'lnru: I, 1040

EXECUTIVE ORDER NO. 8484

AMENDMENT OF EXECUTIVE ORDER NO, B389
OF AFRIL 10, 1940, AS AMENDEL.

"'D. The term "banking institution™ as used in section 9 includes any persan

engaged

primarily or incidentally in the business of banking, of granting or tranaferring eradits, or of
purchasing or sefling forcign exchange or procuring purchasers and sellera thersod, EE‘IHT-'-FT!I
rrss,

or agent, or any peron holding credita for others as o direct or incidental part of I

or brokers; and, each principal, agent, home office, branch or correspondent of any persoa 0

eaguged shull be regarded as a sepurate “banking inatitution™,

" ‘Secriow 12 Additional Regulotions. ‘The Regulations of November 12, 1934, are
modifitd insofar as they are inconsistent with the provisions of sections 9. to 11, inclusive, of
+ and except as 8o modified are hereby continued in fall force and effect. The Secretary
the Treasury is suthorized and empowered to ibe from time to time regulations to
the purpases of sections % to 11, Inclusive, of this Order as amended, and to provide in such
tions or by rulings made parsuant thereto, the conditions under which licenses may be gramted
such agencies as the Seeretary of the Treasury may designate.’ " _ . ; j

May 10, 1940, 7-S5 AM, E . T. P
- T =, LR R ST TR E 1
T A

. 1] ".:llu.rll- iy,
g . .

By virtue of the authority vested in me by section 5(b) of the Act of October 6,
1917 (40 Stut, 411), as amended, sand by virtue of all other authority vested in me,
I, FRANELIN D, ROOSEVELT, PRESIDENT of the UNITED STATES OF
AMERICA, do hereby amend Executive Order No. B389 of April 10, 1940, as amended,
0 a5 to extend all the provistons thereol to, and with respect to, property In which
Latvis, Estonia or Lithuvania or any nationsl thefeof has at ‘any time on of fifhee f'll!ll"
10, 1840, had any interest of any natore whatsoever, diréct or indirest; except that, in
defining "Latvia®, “Estonia®, “Litheania® and “national” thereof the date “July 10,
1920 shall be subatituted for the dates appearing in the definitions of coaninics and

natiomals the :
nationals thereaf FRANELIN D, ROOSEVELT

Tie Waks Hooss,
Tuly 15, 1940,




EXECUTIVE ORDER NO. 8493
'NDMENT OF EXECUTIVE ORDER NO. 8389
G OF APRIL 10, 140, AS AMENDED.

By virtue of the suthority vested in me by section 3(b) of the _.-'l.;:: of Detober -ﬁ, 1917 (40
Stat. 4117, ms amended, and by virtee of all I‘-"E“”_f'-!“!":ll:'_r}'_"':i!ﬂi in me, [, FRANEKLIN D
ROOSEVELT, PRESIDENT of the UNITED STATES OF JI'EMF..RICA_.. do hqeﬂ.[,.}._.mmd
Executive Cirder Mo, 8389 of Aprnl 10, 198 as -'I-l.1l-*lu:td, n1'r.|:|1-:]:r|:|g' Exeeative Order No 5360
of Jamuary 15, 1934, by addiag the lollowing sections after gection 12 thereof':

“Section 13 A, The lollawing are prohibited except as specifically authorized by the
Secretary of the Treasury by menny of mulings, regulations, instructions, Heenses, o

otlervwise

“{1} The scquisition, disposition or tressfer of, ar n.llsu dealing in, nr. with
respect to, any secarily of evidence thereof on which there s stamped or Hnpringed
or to which there in affixed or otherwise sitached, a tax stamp ar other stamp of 5
forengn country designated in this Order, or & potarial or sinilas seal which by its
coptents imdicates that it was stamped, imprinted, affixed or ;“,,_th[ within such
foresgn country, ar where the attendant cir I:IJ!II.'IH:III(':EI di.*u:.ln.-:e or indicate that ssch
& piamp or seal may; at any tume, have becn stamped, imprinted, affixed or attached
thereia,

"(2) The acquisition by, or transfer to, any person within the United States ol
any interest in any security or evidence thereof if the attendani cireumatances diy-
clode ar indicate that the security or evidenes thereal is not physically situated within
the United States

"H, The Secretary of the Treasury may investigate, regulate, or prohibit under
#uwch rubings, regualations, or instructions as he may prescribe, by means of licenses or
otherwise, the sepding, mailing imparting ar otherwise bringing, directly ar indi-
rectly, into the United States, from any foreign country, of any securities ar
evidences thereof ar the receiving or halding in the United States of any securities
or evilences thereol so brought into the United States. ' The provisions of General
Ruling No. 5 of June 6, 1940, and all instroctions jsaged purseant therets, are hereby
eofitinued in fall foree and effect, sabiect to amendment, modifeative or revocsbion
pursuant to the provisons of this Order.

“C. In the case of any transaction covered by this section, an application for
license may be filed in the manner indicated in the Regulations of April 10, 1960, as
smended, issued pursuant to this Order,

“D. The Regulations of Novembeor 12, 194, are hereby modified in 8o far as they
ire Mcoasistent with the provisions of this section.

“Section 14, The Seeretary of the Treasury may require any person to furnish wnder
oath, complete information felative to anv trancsacticn reflerred to in this Order, or witk
Feapect o apy property in which any foreign coontry designated in this Order, or any
natianal theteod, has any intereat, inclading the production of any boaks of account, con-
¢rcts, letters, or other papers, in connection therewith. in the custody or control of such
person, either before ar afier such transaction is completed.”

FRANKLIN b RODSEVELT

Tun Wurre Hov,
July 25, 1940

TREASURY DEPA RTMENT,
Office of the Secretary,
November 12, 1994

REGULATIONS

Relating to Transactiops [n Foreign Exchange, Tranafers of Credit,
and the Expart of Coin and Currency

Article 1. These regulations are prescribed and issued pnder nuthority of See-
tian § |!|:| of the Act of Dictober ﬁ, 1917 {4{' Stat. t... 41 [j', B85 amended |:._|r -S".'"Ettﬁ!‘l 2 af the
Act of March 9, 1933, and the Executive Order of January 13, 1934, Regulating Trans-
actions in Forelgn E‘P:L'hl-l'l-EE. Tranafers of Credit, and the Export of Cain and Currenay,

Artiele 2  Licenaes may be pranted, and a general Heense [3 hereby gramted. o
all individuals, parimerships, associations, and corporations, authorizing any and il
transactions in foreign exchange, transfers of credit, and exports of carrency (other than
gold certificates) and silver coin. The general license herein granted authorizes trans-
actions to be carried out which are permitted by the Executive Order of January 15,
1934 wnder license therelor insusd pursuant to such Execotive Ornder: but does not
suthorize any transsction to be carried out which, at the time, is prohibited by any other
order or by any law, ruling, or regulation.

Article 3. In order that Federal reserve basks may keep themselves currently
informed as to foreign exchange transactions and transfers of credit, as required in Sec-
tion 4 of the Executive Order of January 15, 1934, EVEry pEFSOn engaging in say trans-
action, trandfer, export, or withdrawal referred to in Section | of such Executive Chrder
shall furnish to the Federal Reserve bank of the district in wileh such person has his
principal place of business in the United States complete information relytive thersto
upon repart forms prescribed by the Secretary of the Treasury, except that
hot required to be furnished by (1) persons not carrying during any part of the report-
Mg petiod, aceounts abroad or accounty fn the United Stares for non-residenta theread,
ar (2} persons whose aggregate transactions, tranafers, exports, or withdrawals for their
o0 account and the account of others dg not excesd $5,000 during amy seven-day period.
Such information shall be furnished on a weekly bass except as the respective Federal
Reserve banks permit the information in certain cases of classes of cases o be furnished

‘on the basis of longer intervals,

These regulations and the general Hoense herein granted may be modified or revoked
at any Hme.

Hesuy Moscesroan, Jr,
Secrelary of the Treanery.

APPROVED: November 12, 1934,

FRANKLIN D, ROOSEVELT.
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CODE OF FEDERAL REGU LATIONS TREASURY I}HI.I."I.]l:T .
CHfce of the Secrelary MENT

Ticle 3l—Money and Fnance: Treassry
Chapler 1—Moorary Ofices, Department of the Trexsury May 10, 1540

IR e AMENDMENT TO REGULATIONS
The regulations of April 10, 1940, are amended o read as lollows:
"REGULATIONS
R alag v Transsciions in Forelpn Exchange, Tﬂﬂ':ﬁ"r& of Credit, Payments, and the Expon L
dravwsl ?1? ::nEm EuI:j-I.m and Currency, and Transfers, Withdmawals and Exportations of, or !hﬁnr:
Evidences of Indebtedness or Ownership; and to Reports of Foreign Property Interests in the United Simeq O

“Srevion 13000 Authomiy jor rrslaions, _ 1leese .'I.'H'Ji.:l:lilﬂll are r.lrl.'.'l-l.'l.'i]_H:'IE .'m_|1. immied mmder autharity o
Section (b)) of the At of October 6, 1917 (40 St 411), a3 amended, and Executive Order No, 6580 e
January 15, 1934, as amended.(*)

"“Secmon 1302, Defimibions.

"} ‘The term ‘Order’ shall refer to Executive Order Mo, 6560, 'of January 15, 193, a8 amended,

“h) The term 'regulatsan’ ahall refer tn these Pt'iuj-ﬂll'-ll'l-'l-

“e}) The terms ‘property” and ‘property interest’ or ‘property interests’ shall inclode, bt mot by way of limin. &
tian, money, checks, drafis, bullion, bank deposits, mvings accounts, any delits, indebtedness or obligations, fnanciy
EATILTILES |:.|:-|:||.:||-'.|||E}' dealt in I:.].' harkers, brokers, aisd i.ilﬁ'.l_hl:rﬂl! Froises, notes, debenlines, stocks, honds,
bankers' acocptances, morfgages, pledges, liens or other IEIE']I: m ihe |I:u:|tur-el ol secuniy, warchouse :n:-i|.4;|. bills &
lading, trust receipts, bills of sale, any cther evidences of title, ownership or indebtedness, goods, wares, merchandis
chatiels, siocks on hand, ships, poods on ships, real estate morigages, vendors sales agrocmeents, kand ooty ml
extade anil any mecresi therein, beasehnlds, ;;rtrurui rents, options, negotable instrumenis, trade accepiances, royaltio
book mcominis, wccounts payable, jodgments, patents, trade-marks, copryrights, insamnce palides, safe deposst bers
gnd thetr contents, annuitics, of celera,

"rd) Sais I!‘li,"FI:HqI hoores shall be deemed to b 16 the ':u:l!-n-d}" ot onky of all persons |:|l'r.iﬁ£ aroes theres
Brat allsc of the bessors of such boxes whether or not such bessors have access to such boxes,  The foregpning thall net =
any way b2 rt-g]rn.ll:il &5 & hmitahon upon the meanmg of the term ':u.l.ln-rl}".

“(e} For the meaning of cther terms reference shonld be made to the definitions cmstained la the Ceder ()

“Crerron 1303, Licenses o mngage i Joreign erchenge trompactions, eic, - Applications for licenses to engage i
foreign exchange transsctions, transfers of credit, payments, the export or withdrawal from the United States or e
enrmarking of gold or sibver coin or bullion or currency, or tranafer; withdrawal or exportation of, or deling ng
amy evidences of indebiedness or evidences of cwnership of Pr‘;ELﬂr' tnvolving property b which Norway or Denmrk
or any national thereof has at any time on or since April 8, 1940, had any interest of any nature whatsoever, direct o
indirect, or in which the Netherlands, H'-r"..j.:nm'l ar Lipeemibourg or amy national has at Ey tEME 00 Of ST i
May 10, 1240, had any imterest of aoy nature whatscever, divect of ndirest; shall be fiked in dlﬂpﬂﬂli with B §
Federal Reserve bank of the district or the Gavernor or High Commissioner of the territory o of the ]
United States in which the apphicant rexides or has his principal place of business or principal. office of ageocy, @
with the Federal Reserve Bank of New York il the applicant ks no legal residence ur principal e af b o
principal office or agency in a Federal Reserve district or a territory or posseasion of the Tinited fea. #
forms may be obtnined from any Federnl Heserve bank, mint or assay office, or the Secretary of the "'ﬂ-“"?l'
Washangton, 1), €, Applications shall be executed under oath before sn officer apthorized fo admimser 'J-th'
execited cutside of the United States, before o diplomatie or consular officer of the Tnmited States. The II'-"I".l-“:'-"":'JH:I
furnish such further information as shall be requested of him by the Secretary of the Treasury or the Federal Resere
bank or ather agency at which the application is filed. Licenses will be iswed by the Secretary of the Treavary, ﬂ
directly or through any apencigs the t he may designale, and by the Fedeml Reterve banks acting iy
such rules, regulaiiong, s insractions as the Secretary of the Treasury may from time to time prescribe, in il
mltlnrcllﬁtlﬂmﬂudl!ﬁmcu:yn{t}uTrmur}l fiay determine in roles, r-:pﬂu.liuﬂ.l.. mnd instruches
pTI':I'."I'I..H.'l.l h}' HI:II. The Federal HEIEI'I": bank or other apency at which an Iw-lm i Rled wrikl lﬁ"mqﬁ
cant of the granting or denial of the license. Licenses for the export or withdrawal of currency or gold of et -
ar bullion ar evidences of indebtednesa or evidences of awnership of property, after having been ﬂmuﬂ,h:i )
coblector of cuitenis ar the postizaster through whom the u:l:p-url:.!'bcrq. or withdrawal was ma Ay be et vl ke
such collector of customs or postmaster to the Homsee, A forms for applications licenses W

rectbed by e Seiy o Ty Econesnur T o e i e oo
o sion of the of the Treasm to
spplication shall be final {*) i :

() Sectioms 101 to 1306 See 5(b), 40 Stat. 415 and 966; wec. 2, -
H-::.};Etcrrdﬂniﬂ!'.n]mlj.jm: ! o I, 48 Seai 1;

_—-—5'1
Public Resolusion Ne. 89, 70tk Cangress; 11 U354
Cirsber 8339, April 10, 19407 Bx. Order 5405, May 10, 1960

10

it 1900 R eporis of Proparty Tuieresiy of Nerway, Demmark, the Netherlonds, Selpium, Lurrmbomrg
o Netiwsic Thevor 940, shall be filed o8 Form TFR-100, duly exscubed under tains
fiay 151 on Form =IERY, dm cath, con
Sl I_:l-|:;:lr“:.‘:-:]tl:d r:g in such F;?uuji:j:h respect to all property situnted irl;hllht United States on Apeil 8,
ing the '"'TI:::'IL Marway or Denmark or any natloral thereof has at any time on or since April B, 15940, had asy
s T v natare whatsoever, direct or indirect. ‘Within thirty days of the publication of these regulations in
et 0f ';I[-l ister, reports shall be filed oo Form TFR-100, duly executed wnder cath, containing the information
the FT.T{:- et Faorm, wilh respect to all property situated in the United States on May 10, 1940, in which the
:-.,J-I.]r-:-ri:ulhd’- Relgium or Luxembourg or any national thereof has at any thine on or since May 10, 1940, had any
et of any nature whatsoever, direct or indirect. Such reports shall be filed by :
«{]1} Every person in the United .5“““. direcily or indirectly holding, or having title to, or cusiody,
control, or possession of sach property including, without any Hmitatin wiatiever of the foregoing, every
s mership, association, ar tivn organized under the laws of the United Sintes or any state or teeritory
!I“r"“'"_ United States or having its principal place of hisiness in the United States, in the shares of whose stock
or i whese debentires, notes, bonds, cmipons, o pfher obligations of securities Norway or Denemark or amy
national thereof has st any thie 0B or Einoe ,ﬂtpnj B, 1920, had sny inferest l:d' any neture whalsoever, et
or mdirect. or in which the Metherlands, Belgium, or |'_,|_-|;||;.|_-||1|'p'_r||m_nr any :1.:.1.1ru:|.|.] therenl has at any tume on
or snce May 10, 1940, had sny interest of any nature whatsoever, direct or indirect | and

- E,:Ilsi.{:l'lltl:"]"-::'r-:';r E:;.lmﬂm| Lhe+eaaf ha"""—“i any {mlormation with redpoil [D any sach ?ﬂ'ﬂpﬂ'l'_‘ﬂ'.

“Provided, That po report on Form TFR-100 need be filed where the total valoe of all property imterests 1o be
reparted in bess than 250,

“Ib) Feg ghall be executed and filed in triplicaie with the Federal Reserve bank of the district or the
:ir.-.-l:-.—'::;-r e mﬁ:icm,mminnﬂuu[ the territory or posscssion of the United States in which the party filing the
pepoet resides or has s p‘l’il'l-l:iTln-'l place of business or principal office of 4 o or i '!-"d" party has s
residence of principal place of business or principal office or agency n a Federal Reserve district or a territory or
passession of the T nited Senies, then with the Federn] Beserve Bank of New Yoark. A repaort l.!:l.l.l.'l e deemied to have
been filed when it is peceived by the Federal Reserve back or olher agency or when it is properd addreased
and mailed and bears a postmark dated prior to midnight of the date upon which the report is due. The Federal
Reserve hank and other agencics shall prompely forward two coples of every report filed with it (o the Secretary of
the Teeamry,

“re1(1) Al spaces in the report mist be properly filled in.  Reports found not to be in proper form, or lacking
in r,ﬂi.’aa -J-:r.'lnilu.psT-nll not be deemed to have been filed in compliance with the Order.

(2} Where space in the report form does not permit full answers to questions, the information requ :
may be :.-=1"' forth in supplementary papers Incorporated by reference in the report and I-IJI:IT:_II:I:IEd therewith, 51.:?'.‘.5:
mentary docements and papers must be referred to in the principal statement in chronological or other appropriate
oeder and be described in such manner that they can be identified.

“{d} A scparate report ander oath must be filed by each person required to file a report except that persons
tedding property jointly may file a joint report. . ; R

“(e} The Seeretary of the Treasury may, in his discretion, grant such extensions of Gme us he deems advisa
dor the makimg of any or all of the reports required by these regulations, :

“(f} Report Form TFR-100 may be cbained from any Federal Reserve bank, mint or assay office and the
Secretary of the Treasury, Washington, D. C.(*)

uf March 9, 1933, provides in part: ‘n's i
“ 0 # * Whoever willfully viclates any of the provisions of thia subdivision or of amy h-:uut.hmﬂdﬂj Pﬂ"'ﬂﬂl g
regulation jssoed therewinder, shall, wpon conviction, be ﬁ“"‘iﬂmq‘m;lmm st Ir_.!dl ..I':I-lh_';
be imprisoned for not more than ten years, or both; and any officer, director, or agent af in
knowingly participates in such violation be prisiahesl
subsdivision the term '-m'muln?hsduh
s “Secriow 1306, Modification or Revocation, These regulstions and any Forms or Mutructio
er may be modified or revoked at any time.(*) Hewvay Moscxwrnav, Jr.

APPROVED: May 10, 1940, 7:55 A. M. ES.T. Secrolary of the Troarwy.
Frasmuw D, Hobasverts




CODE OF FEDERAL REGULATIONS TREASURY DEPARTMEN
‘Thtle 3]=Wonry Flaumey: T.
- l—ul'ﬂ'ﬂ::: 'ﬂ'-ﬂl'l.. anr::::ﬂr ol the 'Iﬂlhlr ﬂmf-‘ﬂ of the
o June 17, 1940,

AMENDMENT TO HEGULATIONS®

The Regulations of April 10, 1940, as amended {Sectivns 1301 1o 1X05), are furthe;
amended 80 a8 to extend al] the proviglons thereal o, and with reapect to, propérty in
whith France or sny nationa] thereof has at any time on or since June 17, 1340, oy any
Interest of any nature whatsoever, direct ar tndirect cxcept that reports on Form TEE.
PO with respect to sl property situated in the United States on June 17, 1940, by which
France or any nations! thereo! has at any tme oo of since June 17, 1540, had ANY inter
st of sy mature whatsoever, direct or mdirect, shall be filed by July 17, 1940

H. Mosaerrman, Ir.
Y oy har
AFFROVED: Jume 17, 1940, Ferriory of i Treanery,

Frawetiw 0, Roosrvepr

® Sedilons 1M o 1308—See. S(h). 40 El.i.l.. 415 mnd 068: Bee. 3 48 Sent 1: Pobille Hewalution ¥ :.-:'
h Congres; 12 U & € 9%; Ex. Order 6340, Jan. 13, 1938; Ex. Order’ 8355 g g
Clrder 18, 1848 Ex Oirder ":;‘, Juns T;; 1540, o Apell 16, 1840;

CODE OF FEDERAL REGULATION: ! f {
Tile 31~ Maney and Banns FATIO! 5 TREASURY DEPARTMENT,

Llapier l—Mooetary Offices, Deparimivmi of the Tieasisy Uihce of the Secretary,

AMENDMENT TO REGULATIONS®

The Hegulations of April 10, 15940, an amended (Sections 130,] 1o | M35, are turther
mmended 00 ax 1o extend all the provisions thereof to, and with respect to, property in
which Latvia, Estonis or Lithmanis or any national thereof has at any time on or sincs
July 10, 1940, had any interesy of iny Dature whatseever, direct or indirect: except that
FEpOTis of Fnrm_Tl-R_Jl'.l:l with respect to all property mitusted jo the United Seates
::;::J: 0, 15‘1-[?'! i }'htlfh Latvin, Estonin or Lithuanis or any natiopal thereol has st
: ME.on or aince July 10, 1940, had amy interest of xRy nature whatsoever, d
indirect, shall be filed by Auguat 10, 1940 . ¥ r iy

H. Mosaewrway, Jr.

Fuamuvew D, Roosgveer

o Y

GENERAL RULINGS

|sSUED UNDER EXECUTIVE ORDER NO. 8389, APRIL 10, 140, AS AMENDED, AND
REGULATIONS ISSUED PURSUANT THERETO, RELATING TO TRANSACTIONS
IN FOREIGN EXCHANGE, ETC.

TERM "DENMARK™ NOT AFPLICABLE TO ICELAND

General Buling No. 1
The Sccretary of State has advised me as follows:

“Denmurk and [celand are two separate political entities Actlag under the authority of a
provision of the leclandic Constitution the Teelandic Parlisment has within the past few days
passed & resolution stating that since the King of Iceland s sot now i6 @ position to carry
out kis Constitutional duties with respeet to Teeland, the leelandie Government has sssismed
{or the trime being the exercize of the Kaoyal prerogatives and the entire conteod of Teelandie
{oreign relations.

“In view of the foregoing it would not appear that Teeland falls within the definition of
the term "Denmark” in Seciion 11 of the sbove-mentioned Esesiitive Drdep™

In view of the loregoing, the Treasury Department constroes the term "Denmark™ ns wied
m the sbave-mentioned Executive Order and Regulations as not applying to Ieeland

[Tevosd Aprdl 15, 1940.]

TRANSFER OF STOCE CERTIFICATES AND CUSTODY OF SECURITIESS

Genoral Ruling No. 2
Inqairy has been made as to whether the following are prohibited by the Executive Order and

the Regulations issued thereunder except under leense ;

ta) The transfer by a banking institution within the United States-of stock certificates ftom
e ik the names of "nationals' of Narway or Denmark | and

(k) The delivery cut of custody sccounts or the receipt in custody accounts, by s banking
imstitution within the United States, of securities held or to be held n cuptody for “national™ of
Nerway or Denmark,

The Treasury Department construes the Executive Order and Regulations as prohibiting sach
trassactinns, exeedd icnder Heannd,
[lsssed April 18, 184

TRANSACTIONS REGARDING SECURITIES REGISTERED OF INSCRIBED
IN NAME OF A DESIGNATED FOREIGN COUNTRY OR NATIONAL THEREOF

Leneral Ruling No. 3 as Amendod

The attention of hanks, brokers, transfer agents, vegristrars and all other peraons and banldag
institutinas in the United States is invited 1 the fact that the Treasury Department constrives
Executive Order No, B39, April 10, 1940, as amended, and the Regnlations issued prranant thereto
A8 probibiting she acquisition, transfer, dinposition, transporiation, mportation exportation, ar
ithdrawal of, or the endersement’ o pudrastes ol signatures on, of otherwiss dealing 1o, or with
desipatey LY mecarity (Gr evidence thereod) vegintesed or inscribed i the name of any country
detignated o Exvettive Otder No. 8389, April 10, 1940, as smeaded, 56 afy national
EXoepl pursiant to ipecific license, irrespective of the fact that st any time (either prior wo, on, or
subsequent to April 10, 1940} the registered or inscribed owner thereof may have, or sppears o

*®, Aasigned, transferred or otharwise disposed of any soch security. Applicstions for licenses
*houkd be made in the manner provided in the Regulations fsrued ander Executive Order No. B389,
April 10, 1940, a3 amended.

Tarued Jume 3, 1940; amended Tune 17, 1940,

1




DEFINITIONS OF TERMS USED 1IN RLILIHE-S, LIEEHSEE_ ETC
Gonoral Ruling No. 4

Except as ptherwise specifically indicated, sl definitions & ;
; ¥ ; : Ppearing in’ Exseyid :

E‘JHSI. af !li.;_-r.r JIII:I !;HD, as amended, and the Regulations issued thereuoder. shall lppl;:u{zm Na.
employed in alf rulings, licenses, instructions, efc., isved pursuant ¢ g ErTER
Regulations. F o such Exocutive Order gpg

| Vnmuesd June 3, 190407

CONTROL OF IMNPORTED SECURITIES

General Ruling No. 5

The I.rn-q]il'.g, mailing, imparting or otherwise l:nngl'ug into the Unjted Thabes' o8 and aft
L SitEr

one J, 1654 | s
I § |.J'1-ﬂ. froim amy f‘-‘lﬂ:l:];l‘l. EaaniTy, ol any securities or evidenees thereat o the ctctivia
HE

of holding in the United States of any securities or

. . : fed £ 8 of am "8 OF evidences thereof 30 broaght into the [T

ﬁLT-IH '# prohibited. except on condition that such securities and evidences I.I:e:rEm" b |uLn:n[ill.i:::id

elivered for examination to & Feders]l Reserve bank as Fecal agent of the Unfted States Sq;
. R

il'l‘_wli-:rnl Hﬂhiﬂtfhiﬂkl as fiscal agent of the United Seates, shall hold sech securities amil all

evitences thereol until the Treasury Depurtment is satisfed B

. _ : _ as to whether or Bot any af th

countries mamed o Executive Order Noo B39 4% ame j e
_ . 4 bied, or any natiomal thereof has

::ul on or since the IE:n_u specified in such Order, as amemded, had any interest of anv :1;1-:1":-

Elacever, direct or indirect, in such securities of evidences thereof, Proof s to whether ar.nl:rl

any of such eountries or any national thereof
_ has had any sweh interest may be gubmite
Federal Reserve bank kolding such securities or evidences thereal ; i

dtntiL:Limrt;;}Ef:"F::d il:}.?“ employesst are i"',tmﬂ“r to deliver any soch securities or evie
sty wh'?' r;trke_humll Any artieles arriving from any foreign coliLlry oo ar
e ¥ nr‘nidn “:h # Hae opinlon of customs afficers or postal employess contain mmeh
i Rﬂ'ﬂiﬂﬂn::—;ﬂn: ]t;;;l. :-I'Elir be subjected to customs imapeciion in accordance with ibe
ar under the supervision of 5 mtt:;:'. TH:I:.- ‘.:I:E;:u? an :::rThT his agent in the pressce

Fpraree pd to contain sueh secmr-

thex of evidences thereof, snch securithes of evidences thereof shall be surrendeced forthrith &

such customs off I
cer of postal employee for delivery to 4 Federal Reserve bank, ar sbove peo-

fuwoed Juss €, 1540 On Jane 7,
g e s AT ropey o
& Heaerve
of Jung tioe
OIS iDin

pELIVERY OF IMPORTED SECURITIES BY FEDERAL RESERYE RANKS
TO CERTAIN BANEKING INSTITUTIONS

General Huling No. 6 Supplementing General Ruling Na. 5

{1} The provisions of Geaeral Ruling Mo § of June 6 1940, and all instructions issdsd s
emant thereto, are hersby continved in full force and effect, Provided, That any Federal Reserve
Rank ta whom securities of evidences thereof [hereinalier relerred to as securities) have been for-
warded under such General Ruling may, an fscal agent of the Unlted States, deliver the seciiritiel,
of asy time, nnder appropriate arrangementa with the addresses of the secicrities, to s bank or trust
I:.__:":.._-,;.:. incorporated under the laws of the United States or of any state, territory or district of
the United States, or fo & private bank subject to supesvision and examination under the banking
[gws of amy state, oF to any other banldng instiiution authorized for that purpose by the Tressory
Diepartmend.

{2} Prior to soch delivery by & Federal Reserve Bank ol any such security a complete
deseription of the secarity ghall be made or recerved, and retained by such Federal Reserve Bank,
amdl im @iy cand in which a securnty bears a stamp, seal or other mark not lending itsel] to preciss
desctiption, a photostat of sech mark shall be made 8t the expense of the addresses and retained
by such Federal Reserve Bank. This requirement may be dmpensed with in sny case in which
appropriste srrangementy ape entered into for furnishing such Pederal Reserve Bank with this
descripison within & reasonable timie afier sueh delivery

(1) Upon the delivery of any such seciurity by & Federal Reserve Baak to any such inatite-
tice, such imstitution shall execute such form of receipt s may be prescribed by the Secretary of

the Treasmry.

(4) Any mstitotion to which any soch secirity shall be delivered by a Federal Reserve Bank
sl plaee such security o an accosnt bh swch institistion, froin which payments, transifers, or with-
drawals may be made ooly in sceordance with's license issued pursuint to Executive Order N,
B0 o amended. Tn the'event that any such security so held by soch institution is sold or other-
wise dealt with mider & Heense the proceeds therefrom shill be held by such institution under the
mmt coniditions as those under which the security was held, and soch procesds aball be placed in
is account [n such institution in the same mame in which the securily sold or otherwise dealt
with was held, from which payments, transfers or withdrawals may be made only in accordance
with o license issued pursuznt to Exeéotive Order Mo, 83539, as amended,

2] Federal Reserve Banks shall release any security referred to in oh (0 h‘h:pml,m[l w
1hall suthorize the relesse of the contents of any account referred 1o in F‘“Emphl“{.d” Emﬁ
ind when the Treasury Department i fully satisficd that no foreign country desi i

tve Crder No. B389, as amended, or any national thereod, has, st any time, on of ssce the dates
peecified in sueh Order, 53 amended, had aoy ntereit of any mature whatssever, direct or indirect,
In sich security or in such Bocount.

(Lorned Aagust 8, 1940]




BECURITIES COMING FROM THE PHILIPFINE ISLANDS AND THE
PANAMA CANAL ZONE

Greneral Ruling Ne. 7

The provisions of General Ruling No. 5 as supplemented by General Riks
extended to sccurities or evidences therenf coming Trom the
Canal Zone into any other part of the United States

[laened Seprember 18, IO ]

CERTAIN PAYMENTS TO DESIGNATED FOREIGH COUNTRIES AND
NATICNALS THEREQF

Lreneral Ruling No. 8

Inqairy has been made as to whether the following s

- e probibited, except under license, by
Executive Order No. B89 ag amended, and the Regulations 4

isgued pursusnt thereto:

A requiest or authorization made by or on beball
United States to a bank or other person .

designated in Executive Crder Mo, 8350 »
thonl suwch latier bank of

Ball of a bank or other persom within the
i u foreign country other than one of the countries
8§ amended, as & resnlt of which request of authorizs-

or transfer of credit either directly or

; in the Executive Chrder, as amended, or
8 nalional thereal,

The Treasury Department construes the Executive Cirgd
prohibiting such a transaction exRcept imier lcense,

[Qssued September 18, 1940

£r. as amended, snd Regulitions s

I N 6, have hess
Philippine Islands and the Fanymgy

GENERAL LICENSES

ey UNDER EXECUTIVE ORDER NO. 8389, APRIL 10, 1940, AS AMENDED, AND
158 crULATIONS ISSUED PURSUANT THERETO, RELATING TO TRANSACTIONS
R IN FOREIGN EXCHANGE, ETC.

PAYMENTS TO AFFECTED ACCOUNTS
Genersl License No. 1 as Amended

4 general license is hereby granted l-"-'-thﬂfi-l'i!"-l! paymenta and transfers of credit to accounts in
hr‘;;:-.; institutions within the United 5Ln1t_! in “‘.'.'1:irl:| _!'u:-rwq.:.-. [:if"_mﬂrk. the Nethertamds,
Belgium, Luxembourg, France, Latvia, Estonia or Lithuasia, or a national thereof has a property
micrest within the meaning of the Executive Order of April 10, 1940, as amended, and the Regula-
fioms taswed thereunder; provided that the payments or tnn.slien. of eredit are not made .[w.m
:l.:.h-..-_-uh it which Norway, Denmark, the Netherlands, Belgiom, 1_“5“,?_.“&“;_ Frm_-:e, Latvis,
Estonia or Lithuanfs or & national thereof has a property Interest within the meaning ol such
Oeider and Regulations,

I aii y May 10, 1940; ymended by Gemeral Liremse Mo, 18, Jane 17, 1040; amended
By {_rl!r!:rlpf:-?_l.:l:nl::l: J'Eu]gﬂ]];ﬁrl?g,ﬂm"ﬁt poape of Ll-lbh't.r License Mo | wid extonded by Gessera] Licenss

Na 2.}

DERITING AFFECTED ACCOUNTS FOR CERTAIN CHARGES
DUE BANEKING INSTITUTIONS

General Licenss Mo, 2 s Amended

A Geenernl License s |.1I::|'-:'|.'-_'.I granted aunthorizing banking institutions within the United States
ta debit soconnts with sach hlllh'ill-g inatituwtions i which :‘-:u-rwa_'f. Deamark, the Netherlands,
Belgium, Luxemboury, France, Latvia, Estonis or Lithuania or a mational thereof has a property
interest within the meaning of the Executive Order of April 10, 1940, as amended, ?.I:II]. the .Hell'nh-
nians isswed therennder, in payment or refmbursement for interest due to :ucl:: banking |I.'Il.!||:l.|ltwll1l.
cahle, telegraph, telephone charges, or postage coste, custody fees and service charges, inclinding
bat not by way of limitation minimuam balance charges, socount carrying changes ln!l relerence
books, ndotary mad protest fees, pholostats, credit reports, transcripds of !1“:19 ents, registered :'l:rli'.l
isumange, statiopery amd sopplies, checkbooks and other similar items, provided that all banking
mnatiftticon makmg any sech debita shall fle promptly with the appropriate Federal Reserve bank
weekly reports showing the detabls of such debits.

[Basmed May i, 19940: mm;ﬁgambﬁnwm%f:};mm mu-;"ﬂhm“

E?ﬁl'-;u-__t-ul- Licesar Mo, 23, Jaly 15, §

FAYMENTS OF CHECKS AND DRAFTS DRAWN OR ISSUED PRIOR TO APRIL &, 194

FROM ACCOUNTS OF NORWAY AND DENMARE AND THEIR NATIONALS, AND m';

CHECKS AND DRAFTS DRAWN OR ISSUED PRIOR TO MAY 10, 1540 FROM ACCOUNT
OF NETHERLANDS, BELGIUM AND LUXEMBOURG AND THEIR NATIONALS

Grntt-thu-an.ﬂilhwtd
haued My 16, 1949; amended May 17, 1960; revoked Juse 13, 19404




SALE OF SECURITIES ON A NATIONAL SECURITIES EXCHANGE

Leneral License No. 4 as Amended

A genernl Heense i bereby granied authoriring the bonn fde sale of SECUTities ap 5 B tiomy)
securities exchange by hanking imstitutions within the Limited States for ihe BCCOMNE, an AT
to the suthorization, of nationaly of Norway, Deamark, the Netherlands, Belginm, T-'u:'lrnll-..._-rl
France, Latvia, Estonis or Lithuania, and the malking and receipt of payments, transfers of I'rbiiEl
and transfers of ssel securities which are neccssary incidents of any such sale, provided TR,

{a) the proceeds of the sale are eredited to an aceount in the name of the national for whose
sctount the sale was made and in the banking institution within the United Siates which heid ik,
securities for such national; and

(b) this penersl license shall not be deemed authorize the sale of any SECUTIEY repistered o
inscribed in the name of Norway, Denmark, the Netherlands, Belgitim, Laxembourg, Franes
Latvia, Estenin or Lithusnia, ar any national thereof, irrespective of the fact that we any 1,m.~'
{(whether priar to, an, ar subsequent to Apeil 10, 19407 the registered or inscribed suwn r r'|..,,,...-,r
may have, or sppears ta have, assigmed, transferred or otherwiss disposed of the Bocurity

Each banking institution making iny sales herein autboriped fa reduired to file prompily wity
the appropriste Federal Reserve bank weekly reports showing the details of the transactions
metuding & description of the securities sald, the dates of sales. the persans for whose ERTrE "".
sales were made, and the prices obtained

This amendment of Lieneral License Mo, 4 shall not be deemied in prevent the completon om
oF priar to June 6, 19490 of parcheses and #sales, which were made prior 1o June 4, 1940 pursisans ts
treneral License Na. 4, of secirities other than BeCuriiies registered or (nscribed in the name of
Narway, Denmark, the wetherlands, Belgiom, Luxembourg, France, Laty in, Estonis or Litheania
or any matiosnl thereol I

[Tasued May 10, 1040 smended June 3, 194907 asended by Ceeeeral Licease Mo, J4. Juhm |7 1048 amended

By Ganeral Lirenss Mo, 21, July 15 1960: amemded A ik 1940 T e ~ s
exiemded by General Lisegse Wa A mruiag & 194 I'he scope &l Genesal Liceass Na- 4 e,

PAYMENTE TO THE UNITED STATES

General License No. 5 a8 Amended

;Ir-:nnu _I.r'.-!l Instrumentalities thereof of taxes, fees, charges, snd other items payable to the
];;mrﬂl =tntea aln-E RErncies and instrumentalities thereol from secotmts in which Naorway,
samark, the Netherlands, Helgium, Luxemboury, France, Latvia, Estonia or Lithzania or a

;u.n-:-:u] thereof hay g PrOperty interest within the meaning of the Executive Order of April 1,
940, as amended, and the Regulations isgued thersisnder,

Lonwed ' ; . £
3, Ju:ITT':.! Ii'h-l-r-:l”'rlﬁi ],'::b.'.j"'{;'f:.’.',.,b_ﬂ' Lanersl License No. 16, June 17, 1940 amended by General License Na

Licenss No. 5 was extended by Gessral Lizense Mo 79.]

PAYMENTS FROM ACCOUNTS OF GOVERNMENT OF DELGIUM
AND BANQUE NATIONALE DE BELGIOUE

t,'.u'e'ru] License Mo T Hﬂnkﬂ:l

[Besned May 1), 1980; revoked June 26, 1940

PAYMENTS FROM ACCOUNTS OF CERTAIN: WETHERLANDS BANKS

General License No. B Hevoked
[Tasmed Maw 13, 19407 revoloed Moy 16, 10400]

COMMOINTIES FUTURES CONTRACTS

General Licenese o, 9 as Amendead
A gencral license in hereby granted l'-I'IIIl.l'I'rTi.ﬂF.:'. the bona fde 1|1||-'r||_-|:1-F and sale |_-.!' |:l_'.|:r.|r,||:-d:|-
ted fatures contracts and of evidencea of ownership of actual commodities by hnh:ﬂi m...:;;.-
|;|r.:1-| withm the United States, for the sccount of nationals of W:l,r['rl‘:.r. ]'J:nrm.rh:, the Met ullu. i
Relpinm, Lwoembourg, France, Latvia, Estonia or Lithu:nLn. 1:r|.thm the meaning of the F:u:m;;t
Cirder of Apnl 10, 10480, as amended, and the Eegulations p:.?-.p:d thereunder, pur.lu.l.n.l to the
instructions of ssch mationals, and necessary transfers n!. cm'a:lf und pi-]-'rnl.'r'ltl. between I'-IH]I}I.I.HTL
in bankng institutions within the United States as required in compection with such p::rrhum
or sales or because of Ructuation in the market value of ithe commoditiea covered by such eon-
tracis or evidences of ownership, provided that:
(a) in the case of the purchase of commodities futures contracts or evidences of owser-

i ¥ 1
ship ol actual commodities, the contracts or evidences of |_1'.'.-||.a;|-1|-.|;'| puarchased are !11,-.:1 h:_ nil:
iccount in m banking institution within the United States in the name of the mational o

Norway, . Denmark, the Metherlands, Belgium, Lu:l:u:.'nlrﬂhtg. France, latvia, Estonla o
Lithuanis, white account wes debited in eonnection with such parchase. .
(b}  ia the case of the sale of commodiiies faixres contracts or ﬂidtl:b-l:"l!l of n-nz.n.h:.p
of actanl commedities, the procesds of the sale are credited to a8’ account in g hl.ﬂhn.g 1::: i-
tuticn within the Usfted States in the name of the nl.FHJ'h:ll ﬂl_' ."'mn.ray. Denmarl, lh:m:t 1':;
lapals, Belgium, Loxembourg, France, Latvia, Estonis or Lithuania for whose ae
sale was made
Fich banking institution making snch a purchase or sale is required to EFE"F'-"’""“-.P'H_]’ :"-"::L:’JE_
ipprapriate Federal Reserve bank weekly reports showing the details of the tranaaction

SEE ] cioal com-
g & description of the commodities futares contracts or evidences of ownership of a

modities purchased or sold, of the person for whose account the parchase or sale was masde, and
the price ue which ile purchase ar sale was made

4,7 [ Inrmed J-r';' 14, 15407 amended by Geoeral License Mo, 16, June 17, 1943 amended by Genemal Li e
21, Tety 14, 1940

PAYMENTS FROM ACCOUNTS OF CERTAIN BELGIAN BANKS

General Licente Na. 10 Revoked
[Tusmed May 14, 1540; mmended May 30, T040; revoked Juse 31, 1040]
19




PAYMENTS FOR LIVING TRAVELING AND SIMILAR PERSONAL EXFENSES
(% THE UNITED STATES

General License No. 11 as Amended

A general license is hereby granted authorizing prymen and transiers of credit in the Uniteq
Srafes from accoumls in I:u_1|1.'ing At tukions within the United States in which a I'|i.li.|:||;|_-|_| ol
Morway, Denmark, the Netherlands, Belgium, Luxembourg, France, Latvia, Estonia or Lithuania
has & property inferest within the meaning of the Execiitive Oreder of April 10, 1940, a5 amended.
and the Regulations issued thereunder, to of upon the order of the person in whoss name the
sccount is held, provided that {a) the banking institution making any such paymenta or trans.
fern of credis satisfies itsell that such payments and transfers of credit are needed for living
traveling and similar perponal expenses in the United States, (b)) soch paymenis and Tl'l.11|1'=ral
of eredit by such banking institution do Bot excesd $300 i any ooe month to or for the account
al any one depositor, and (c} each banking institution making any such payments or transfess
of credit shall file promptly with the approepriate Federal Reserve bank monthly reports showing
the detafls of such payments and transfers of eredit.

[Tasmed May 15, 1740 amended by iGeneral Lizensz Na 14, Jume 17, 1980; emended by General Licenss Na
23, July 18, 1540 The scops of Genersl License Mo |1 wan extended by General License Mo, 19,

ACCESS TO SAFE DEPOSIT BOXES

General Licanse No. 12 as Amended

A general license is hereby granted authorizing access to safe deposit boxes leased by Norway,
Denmark, the MNetherlands, Belgium, Luxemboing, France, Latvia, Estonin or Lithuania or a
national thereof within the meaning of the Executive Order of April 10, 1940, as amended, and
the Regulations issued thercunder, or containing property in which any of the foregoing has an
interest of any nature whatsoever, direct or indirect, and the depasit thersin or removal there-
from of any property, but in each case only on the following terms and comnditions

{1} Such access shall be permitted only in the presence of an authorized represeatative
of the lessor ol such bax;

{2) In the event that any money or evidences of indebtedness or evidences of ownership
af property are to be removed from such box, such access shall be permitted only in the
presence of an authorized representative of a banking institution within the United Scates,
which may be the lessor of such box, which receives into its custody immedistely upon
removal from such box the money o evidences of indebtedness or evidences of ownership
of property removed from such box and which holds the same subiject to the Executive Order
al April 10, 1940, as amended, and the Regulations jssued thereunder, for. the account of tbe
leasee of auch box and subject to the property interests therein as of April 8, 1940, of Norway
or Denmark or any national thereof, or subject to the property inferests therein as of May
10, 1940, of the Netherlands, Belgium or Luxembourg or any national thereof, of mzhject 1o
the property interests therein as af June 17, 1940, of France or any national thereof, o k-
ject to the property interests therein as of July 10, 1940, of Latvia, Estonia or Lithuamia of
any national thereol;

(3} In the event that any money or evidences of indebtedness or evidences of ownershap
of property are removed [rom such box the banking institution which receives mio jts. custody
any money or evidences of imdebtedness or evidences of ownership of property remaoved frodm

such box shall file promptly with th i ing the
details of the l'rlu.l.:]‘ﬂi-:lrl';ll :im; e appropriate Federal Reserve bank a report showing

(4) The lessee of such box or other person granted accesa to such box shall furnish 12
the lessor of such box & ‘certificate in triplicate, one copy of which shall be executed under

cath, that he has filed or will pramptly file » report oo Form TFR-100 with respect to sucs
box wod the contents thereof; and the lessor of such box shall deliver the sworn cOpY of
such certificate, and one conformed copy thereal, to the appropriste Federal Reserve bank

20 gJed May 25, 1080; amended by Gneral Liceass No. 16, Juse 17, 1949; amended by General Licease Ko

0

¢ Ay MENTS FROM ACCOUNTS OF CERTAIN NETHERLANDS BANKS

General License Ne. 13 us Amended

A general Hcense is hereby granted authorizing banking imstitutions within the United States
1 make all payments, iransfers and withdrawals from accounts in the name of any of the follow-
o the head offices in Java of the Javasche Dank, Nederlandsche Handel Maatschappi],
8 rlandsch Indische Handelsbank sad Nederlandsch Indische Escompto Maatschappij, the
i.ll'lﬁ'-'h fces in Kobe, Shanghai, Amoy, Hongkong, Manila, Singapare, Bombay and Caleuttn of
vhe Nederlandsch Indische Handelshank and the branch offices in Kobe, Djeddah, Shanghai,

Hongkong, Singepore, Penang. Rangoon, Caleutta and Bombay of the Mederlandsche Handel

Maatnchappij. ; -
Runking institutions within the United States making such paymenis, transfers or with-

arawals shall file prompuly with the apptopriate Federal Reserve Bank weekly reports showing
the details of the transactions during such period.

[lasmed May 31, 1940; smenided Angpait & 1REL]

PAYMENTS FROM ACCOUNTS OF CERTAILN BANEKS
IN NETHERLANDS WEST INDIES

General License No. 14

A general license is hereby granted authorizing banking institutions within the United States
1o make all payments, transfers and withdrawals from accounts in the name of any of the fallow-
ing: Curscansche Bank, Willemstad, Curacao; Maduro & Curel's Bank, Willemstad, Cumeao;
Edwards Henriquez & Co., Willemstad, Curacao | and Ariba Bank, Oranjesind, Aruba,

Banking institutions within the United States making stich payments, transfers, or with-
drawals shall file prompily with the appropriate Federal Heserve bank weekly reports showing
the details of the transactions during such period.

[ Lawued June 4, (DA ]

LETTERS OF CREDIT RESFECTING TRADE BETWEEN HETHERLANDS
EAST [MDIES AND THE UNITED STATES

{reneral License No. 15

A peneral Ticense i3 hereby granted puthorizing banking institutions within the Unlted Stabes:

{1} To lssue, confirm or advise import lctiers of credit in favor af exporters in the

Netherlands East Indies to finance imports therelrom into the United States, and to accept and

pay drafts drawn by such exporters under such letters of credit; and

~{2)_ To lssue, confirm or advise export letters of credit in [avor of exporters within. the

United States to finance exports thereirom to the Netherlands East Indies; to accept and pay

drafts drawn by sach exporters under such letters of credit and to reimburse such banking

InEtifnhons for 5];:"1|.|:1||5 aniler such letiers of eredit,

. The issuzsnce and transfer of documents of title in connection with such import ﬂl’ upﬂ” vesbern
of eredit in accordance with the instractions of the pernans eatitied to maue such instructions are
also hereby authorized,

Banking institutions issuing, confirming or advising letters of credit of I¢¢E1J-l_|11! or paying
drafts drawn, and all persons (including banking institutions) issuing or tranaferring documents
of tithe pursuant to this genersl license, shall file promptly with the appropriate Federal Reose
bank weelkly reports showing the details of the transaetions during such period.

For the purpose of this general license the Netherlands East [ndies shall be deemed to include
;.?E {{ll].nmn!-: Jl“ and Maduora, sum:mr Riﬂ“"'[—lﬂﬂl ‘“hiﬂl'lﬂnr Banlka, B“!m E’t‘ldﬂr

arnea (West, South and East Divisions), Timer archipelago, Bali and Lombak, Lesser Sunda
Tskands and Dutel New Guinen,

[lusted Jume 4, 103, |

Zl




EXTENSION TO FRANCE OF CERTAIN GENERAL LICENSES

General License No. 16
Ceneral Licenses Noe. 1, 24, 55, 11 and 12, as amended, tssued under Executive Order Mo
8389 of Apeil 10, 1940, as amended, are herehy hirther 1rn|:nl.l|!f.| 2o that as 1:|E.!]1-: dute hereod thers
shall be substituted for the words “Norway, Denmark, the Netherlands, Belgium or Luxembog
wherever they sppear in such Gen eral Licenses, the words “"Norway, Denmark, the ﬁE!hf:I:.-,.u.:
Belginm, Laxembourg or France",
General License No. 12, issued under Executive Cirder No, B389 of April 10, 1940, as amengeg
is hereby further amended by substitating a commn for the semi-colon at the énd of subdivision 2
thereaf apd adding thereafter the following :
wor subject to the propesty interests therein as of June 17, 1940, of France or any nation
thereaf

[fansed June 17, 194 The text of each General License pelerred to in Gensral Litense No. 18, as set forth s
ihia publication, kas been revised o give effect to the amemdnscnts set forth in General Licemse Mo, 14

PAVMENTS OF CHECKS AND DRAFTS DRAWN OR ISSUED PRIQR TO JUNE 1Y, 1M
FROM ACCOUNTS OF FRANCE AND ITS HNATIONALS
General License No, 17 Revoked
[Tusued June 17, 15940; amended July 36, 1940: revaked Augaa B, L9401

PAYMENTS FROM ACCOUNTS OF FRENCH AMERICAN BANKING CORFORATION

General License No, 18

A General License is hereby granted anthorizing banking institutions within the United States
to make all payments, transfers and withdrawals from accounts in the name of the French Amen-
can Banking Corporation, New York Cicy.

Banking institutions within the United States making such payments, transfers or with-
drawals shall ile promptly with the appropriate Federal Reserve bank weekly reports showing
ithe details of the transactions during such period

[Izsued June 18, 2940

PAYMENTS FROM ACCOUNTE OF CERTAIN NETHERLANDS BANEKS
(reneral License Mo, 19 as Amended

A peneral license is hereby granted aothorizing banking institations within the United States
to make all payments, transfers and withdrawals from aceounts in the name of any of the follow-
Ing: Hanco Holandes Unbido, Buoenos Aires, Argeitina, Laracas and Marncaibo, Venezuela Ranca
Hollandez Unido, Rio de Janero, Sanios and Sao Paulo, Brazil; the branches of the Hollandsche
Bank-Unie in Willemstad, Curacao and Oranjestad, Aruba; Holland Bank Union, Haifa, Pale
tine apd Istanbul, Turkey.

Hamking institutions within the United States muking such payments, transfers or Wil
drawals shall file promptly with the appropriste Federsl Reserve bank weckly reports shawing
the deiails of the transactons during suech period.

[Tommed Jume 18, 15%40; smended Jone Z7, 19490 amended Tuly 6, 1940.]

&

r< PROM ACCOUNTS OF UNITED STATES CITIZENS DOMICILED OR RESIDING IN
pATME! METHERLANDS EAST INDIES OR WEST INDIES

Ceneral Licenso No. 20

A general license s hereby granted anthoricdng banking institutions within the United States

ake all payments, pransfers and withdrawals fr_nm sccounts in the name of any individual who
b0 m:itiﬂ'.ﬂ of the United States and who is domiciled in, or resident of, the Metherlands East
'L[l":ln or the Netherlands Weat Indies; provided that no foreign country samed in Executive
”r:{_r Wo. G389, as amended, or any national thereof (other than sach citizen of the Ulnited States)
tas or has had at any time {whether prior to, on, or subsequent to April 10, 1940), any interest
d.m‘l - sture Whalsstver, direct or indirect, in such account.

Ei,;_"'l:i_n!,.r institutions within the Udlted States making such payments, transfers or with-
arawals shall file promptly with the appropriaste Federal Reserve bank weekly reparts showing
the details of the transactions during such period.

For the purpose of this general license the H::*t'hzr'l'.lndl East Imifien and the Netherlands
West Indies shall be deemed to include the fallowing, respectively:

Wetherlands East Indies — Javaand Madura, Sumatra, Rlouw-Lingga archipelago, Banka, Billiton,
Celebes, Barpen (West, South and East Divisions), Timor erchipelago,
Bali and Lombok, Lesser Sunda Islands and Dutch MNew Guinea.

Wetherlands West Indies— Dutch Guiana, Duteh St Martin, Curacao, Bonaire, Arubs, 5t
Enstatins and Saha

[Tasssed June 19, 1940 |

PAYMENTS FROM ACCOUNTS OF NETHERLANDS TRADING 5.I"l!_'|!_l?.|"£' EAST, LTD.
AND NETHERLANDS TRADING SOCIETY EAST. 1N

Grn.:rql Licenss Nao. 21 as Amended

A General License is hereby granted authorizing banking institutions within the United States
to make all payments, transfers and withdrawals from accounts in th'-'l mame of the Netherlands
Trading Society East, Ltd., London and the Netherlands Trading Society East, Inc., Dielaware.

Banking institutions within the United States making sach payments, transiera ":" withdrawals
shall file promptly with the sppropriate Federal Reserve bank weekly reports: showing the details

of the transsctions doring anch period,
[Tuswed June X1, 1940; amended July 3, 1940}

PAYMENTS FROM ACCOUNTS OF BANQUE RELGE POUR L'ETEANGER,
OVERSEAS, LTD

Gemeral Liconse No. 22

A general Heense is hereby granted suthorizing banking institutions within the United States
tw make all payments, transfers and withdrawals from secounts i the name of the Bangbe Belge
pour Etranger, Oversean, Lid, including its Mew York agency.

Banking institutions within the Unfted States making such payments, transfers, or withdes ey
kall fle promptly with the appropriate Federal Reserve bank weelly reports showing the
of the transactions during such peried.

(levmed Jume 37, 1940,)




EXTENSION TO LATVIA ESTONIA AND LITHUANIA
OF CERTAIN GENERAL LICENSES

GCeneral License No. 23
General Licenves Nos 1, 2,4, 5, 9, i1 and 12, as amended, issued onder Execative Order Mo
380 of April 10, 1940, as amended, are herehy further smended so that as of the date hereol ther
shall be substituted for the wards “Norway, Denmark, the Netherlands, Belgium, Luxembourg o
Franee™, wherever they appear in such General Licenses, the words “Norway, Denmarl, the Nether.
tands, Belgium, Luxemboorg, France, Latvia, Estonia ot Lt husnia'™,
General License No. 1.2, 53 smended, issued ander Executive Crder No. B389 of April 10, 1940,
a8 amended, is hereby further gmended by sobstituting & COMETA for the semi-colon at the end ol
subdivision 2 thereol and adding thereafter the following :
=or subject to the property intesests ther gim as of Julky 10, 1960, of Latvia, Estonis or Lithe.
anis or any mational thereol ™

{Tngued July 15 1940 The text of each Gieneral License referred to #n General License Ha. 28, as set forth in
this publication, heen revised to give effect io the smendments set forth in Ceneral License Mo 23]

PAYMENTS OF CHECES AND DRAFTS DEAWN OR ISSUED PRIOR TO
JULY 18, 1940 FROM ACCOUNTS OF LATVIA, ESTOMTA -AND LITHUANILA
AND THEIR WATIONALS

General License No. 24 Revoked
[lawnesd July 15, 1960; revoked Aungast 28, 1940.]

EFFECT OF ATTACHMENT OF FORM TFEL-1 TO SECURITIES

Genern]l Licemse No. 25

A general license is herehy granted under section 13A (1) of Executive Order No. B389, of Apnl
10, 1940, as amended, suthorizing the acquisition, disposition o tranufer of, or other dealing tn, of
with respect to, any security or evidence therecl, to which Treasury Department Form TFEL-2
has been previously attached or affixed by, or ender the direction of, the Treasury Department;
provided, that this general license shall not be deemed to authorize any transaction prohibited by
ﬁ;m af say provision {or ruling or regulation thereunder) of such Order other than section 114
[lasoed July Z5, 1940.]

TRANSACTIONS 1N CERTAIN AMERICAN DEPOSITARY RECEIFTS AND
AMERICAN SHARES

General License No. 26

A general license is hereby granted under section 13A (2) of Executive Oipder No. 8389, of
April 10, 1940, as amended, authorizing the acquisition by, or transfer to, any persan within the
United States of any interest in any American Depositary Receipt or Amenican Share physically
gituated within the United States representing any securily or evidence thereol not phipsically
ul.'nl.mi within the United States which Receipt or Share was admitted o dealings on & patiooal
securities exchange on and prior to July 25, 1940; provided, however, that this general licente shail
nat be deemed to authorize the issuance of American Depositary Receipla of American Shares
againat the deposit after July 25, 1940 of any security or evidence thereof not physically situated
within the “Hit'-‘:rf:lhl: Il;'ld. provided that this general leense shall not be deemed fo lnll'lt'::
any transaction prohibited by reason of ision (or ruli thereunder) of
Cdier other thas section 13A (. Sity' provision'for Faiag of TeguiaCon

[Tasned August 2, 1940

REDEMPTION DR COLLECTION DF SECURITIES

Ceneral Livense No. 27

A geners] license is hereby granted suthorizing bl!l'l.'h'il'lg‘ institotions within the United States
1o present securitiea (including coupans) to the proper paying agents within the United States
jor redemption oF callection for the account and pursuant to the authorization of nationals of any
of the foreign countries designated in Executive Order No. 8389, a8 amended, and to perform
woch other acts, and to cfect such other iransactions, as may be necessarily incident to any such
fedenuplion of collection, provided that:
{a) the proceeds of the redemption or collection are credited to an sccount In the name
of the pational for whose account the redemption or collection was made snd in the banking
institution within the United Siates which held the securities for such national ; and

{b) this general license ghall mot be deemed to suthorize the presentation for tedesmp-
tiom of any security registered or inscribed in the name of any of the foreign countries desig-
nated in Executive Order No. 8389, as amended, or any mational thereof, irrespective of the
{act thati at any time (whether pricr to, o8, of subsequent to April 10, 1940) the registered
or inseribed owner thereof may have, or appears to have, assigned, transferred or otherwise
isposed of the security.

Each banking institution making any presentations for redemption or collection heresin anthar-
ized is required to fle promptly with the appropriate Federal Reserve Bank weekly reporis
sbowing the details of the transactions, including & description of the securities presented for
tedemmption or collection, the dates of presentations, the persons for whose sccount the presenta-
ticens were made, and the amounts collected.

[Twrped Angust K, 1980 The scape of Genaral License Mo. 27 wai extended by Genersl License No. 30.]

TRANSACTIONS BY CERTAIN UNITED STATES CITIZENS WHO ARE
“MATIONALS® OF DESIGNATED FOREIGH COUNTRIES

General License Mo, 28

A general license is hereby granted authorizing any individial who is a citizen of the United
States and residing therein and who is & "national™ of any of the foreign countries designated in
Executive Order No. §389, as amended, within the meaning of such Executive Cirder, a3 amended,
to engage in any tranaaction which would not be prohibited under the provisicns of sach Excca-
tive Cirder, as amended, fmtch resident citizen were not 2 apational” of any of the foreign cout-
wries designated n such Executive Order, as amended. All banking jnstitutions within the United
States are hereby antharized to engage in any transsction involving property in which sach resi-
dent citizen has an interest, to the same extent, and under the same circumstances, as i such ress-
dent eitizen were not & "nationsl” of one of the foreign countries designated in such Executive
Urder, an amended.

This general license shall not be deemed to affect securitiea or evidences thereol delivered, or
required t6 be delivered, to a Federal Reserve Bank under the provisions of General Reling No. 5,
us supplemented, or to anthorize payments, transfers or withdrawals from sccounts referred 1o in
Paragraph (4) of General Ruling No. 6.

[Tiisoed Mmgruend B, 1940




APPLICATION OF CERTAIN GENERAL LICENSES TO ACCOUNTS
REFERRED TO IN PARAGRAPH (#) OF GENERAL RULING NO. &

General License No. 29

The provisions of the {ollowing General Licenses, os amended, are hereby made applicable, g
of the date hereal, to all sccounts of the type referred to in paragraph (4) of General Ruling No. ¢,
fxsued under Executive Order No. B389, as amended, to the extent that heretofore such Genera
Licenses have not been applicable by reason of their specifying accounts of certaln designated

countries, or nationals thereol : _
General License Mo. 1

Geperal License Na. 2
Geperal License No. 4
General License No. 5
General License No, 11
General License Mo, 27

[ Damued Anguss ¥, TR ]

FAYMENTS FROM, AND THAMSACTIONS IN THE ADMINISTRATION
OF. CERTAIN TRUSTS AND ESTATES

(enernl License No. 30

A peneral license is hereby granted authorizing any bank ar trust company mcorporated unds
the laws of the United States or of any state, territory or distract of the United States, or any private
bank subject to supervision and examination uoder the banking laws of sny state of the Usited
Gtates, pcting as trustee of any frust administerad in the United States or as legal Tepresentative
af any eatate administered n the United States, in which Lrust or estate qne of more persons wha
are nationals of one of the foreign countries designated in Executive Order No. 8389, as amended,
have an interest, beneficial or otherwise, or are co-frustees oF co-representatives, o engage in b
following transactions

(a) Eu.:pmtllt!. of distributive shares of principal or income to all persons legally entitied
theretn who are mot nationals of any of the }meign countries designated in such Excentive
Oirder, na amenided ; snd

(b} other transactions arming in the administration of such trust of estate which might
be engaged in if no national of any of the foreign countries designated in such Executive {hﬁu

as amended, were & bensficiary, co-trustee or co-representative of exch trist ar estate;
nrovided, however, that this general license shall not be deemed to autharize such trustee or legl
representative to engage in any transaction at the request, or upan the instructions, of any bene
ficizry, co-trustes of eo-representative of such trust or estate or other person who s & naticnal ol
any of the foreign countries designated in such Executive Order, as amended

[Tasmid Augpast 14, 1990.]

COLLECTION OF COUPONS FROM CERTAIN SECURITIES HEARING
STAMPS OF DESIGMATED FOREIGN COUNTRIES

General Licenss No, 31

A genera] license is hereby granted authorizing banking institutions within the United State
to detsch coupons from securities of the type referred to in section 13A (1) of Executive Oract
No. 8359, as amanded, when sach securities have been in the custody or possession of such bask
ing institutions continuously since July 25, 1940; to present such coupons for collection ; and 1
perform such other acts and to effect such other transactions as may be necessarily fncident ¥
such collection, notwithstanding the fact dhat Treasury Department Form TFEL-2 may not bive
been previously attacked to the securities from which such compons are detached.

This general license shall not be deemed to authorize any transsction probibited by st
af any provision (or ruling or regulation thereunder) of such Order other than section 13A{1}

[Tawmed Amguma 3, 154.]

26

EMITTANCES BY CERTAIN UNITED STATES RESIDENTS TO THEIR
RELATIVES OR DEPENDENTS

General License No. 32

A geoers] license i hereby gramted authorizing remittances by individanls resident in the
{Ipited Stales to iheir relatives or depondents within any of the foreign countrics designatad in
Executive Order Mo, B389, as amended, through any bank, and amy such. bank is asthorized to
eifect such remittanced, providing the fnllowing terms and conditiona are complied with:

(1) such remittances are made only by individuals who have continnoasly resided i the
{Inited States for one year of more immedintely preceding the date hereal and who had been
making similar remittances o the same payees for at beast six months prier to April 8, 1940;

{2) such remittances da not exceed 50 per 'month (o any payee Excepi that additional
sums not exceeding $10° per month may be paid for each additional member of the payes's
{smily, provided that in mo. case ghall & sum in excess of $100 per month be paid to any one
{amily residing in any guch forcign country

{3) such remittances are made only for the necessary living expenses of the payee and
the payee's family ;

(4} such remittances are mot made from funds in which a national of any of the foreign
countries designated in Executive Order Na. A389, s amended, has any interest whatsoever,
direct ar ndirect

Any bank effecting any sach remittance shall satisfy itself that the foregoing terms and ronditions
are comjlied with.

Hanks are suthorized to establish and maiotain free dollar sccounts if mecessary, and only to
{he extent necessary, to cbtain the foreign exchange required to effect such remittances. Foreign
exchange acquired pursuant to this general lcense may pok he nsed for any other purpose.

Hanks through which amy such remittances originate shall file promptly separate peports in
triplicate on Form TFR-32 with the appropriate Federal Reserve Bank 1o sddition, the bank
ultimately transmitting abroad (by cable or otherwise) the payment instructions for any sech
remistances shall file weekly reports with the appropriate Federal Reserve Dank setting forth
detail (1Y the amounts of forcign exchange acguired in covet of swch remittances and the price paid
thetelor, [2) the sources from which sach foreign exchange was Ilk"].l-l-i!'Ed. {3y the amount of free
doflar credits, if any, established or maintained as a result of the nequisition of any sach foreign
cxchange, and (4) the names and addresses of the institutions for whose account any wuch free
dollar credits have been established or maintained.

As nsed in this peneral license the term “bank” shall mean any hank or trust company iseorpo-
fated under the laws of the United States or of any state, territory OF district of the United
States, or any private bank subject to supervision and examination under the banking laws of amy
state, and also any other banking institution specifically authorized by the Treasury Department to
he treated as a “bank” for the purpose of this general license

[Tawoed Augest 30, 1540




CERTAIN REMITTANCES TO UNITED STATES CITIZENS IN FOREIGN COUMTRIES

General License No. 33

A general license is hereby granted authorizing remittances by perscna within the Usite
States to citizens of the United Spates within any of the foreign eountries designated in E 23
Oirder Mo, BIES, s smended, of o citizens of the United States who have departed from any such
designated foreiga countries and sre within any other foreign country, through any bank, and asy
such bank is authorized to effect such remittances, providing the Eollowing terms and conditios

are complied with:

(1) such remittances do nat excecd $250 per month to any payee and are made only for
the necessary lving expenses of the payee and the payee's family except that ene additional
sum not exceeding $250 may be remitted il such sum will e wsed for the puorposs o
enabling the payes and the payee's family to reiurs go the United States;

{2y such remittances are nol made from fands in which a pational of aay of the forem
countries designated in Executive Order No. K389, o8 amended, has any imterest whatsoever,

direct or indirect.

Any bank effecting any guch remittance shall satisly itself that the leregoing terms and comdition
are complied with.

Panks are suthorized to ohtain foreign exchange, to the extent mocessary, o the same terma
and conditions ns thoss prescribed in General License Mo %2 in order to effect the remittances

herein authorized.

Banks through which any such remittances originate shall file promptly scparate reports i
friplicate on Form TFR-12 with the appropriate Federal Reserve Bank indicating therein that 1he
payee in a citizen of the United States. In addition, the bank ultimately tramsmitting abroad (by
cable or otherwise) the payment instructions for any such remittances shall file weekly reports
with the appropriate Federal Beserve Bank setting farth in detail the same information requsmed
in such reports under General License No. 32, This weekly report may be combined with the
weekly report required ander General License No. 32.

As used in this general license the term whark” shall mean any bank or trust company b
porated under the laws of the United States or of any state, territory or district of the United
States, or any private bank subject (o supervision and exa mination under the banking laws of asy
state, and also any other banking institution specifically anthorized by the Treasury Department
io be treated as a “bank” for the purpase of this peneral license or af General License No. 32

[1asued Scptember 10, 1940}




RE BRITISH PURCHASING PROGRAM October 1, 1540

11:00 a.m,
Present!: Mr. Purvis
Mr, Fairey
Mr. Gray
Mr. lihnnull
ml ﬂmg
Mrs Klotz

Fairey: I thought you would like to meet Commodore
Mansell, He is just over from England. He
is in the Royal Air Force.

HoM.dre R.AF.¥
Fairey: Yes,
HM.Jr: Have you been in the air?

Mansell: No, I haven't. I have been on the adminis- °
trative side.

H.M.Jr: I sees,

¥r, Fairey, can you Erapa.re me for what I am
une

Eoing to get at today? Did Mr. Purvis
e

11 you?

Fairey: Yes. He didn't tell me enough, thuu%h, ¥r.
Morgenthau, Can you give me the particulars,
and I will very soon prepare you?

HeMoJp: Well, evidently they are t to put over
a deal via mulgn ines. ’Eﬁ is all that
I know, I thought if you could tell me what

talks, if eny, you have had with the Army,

whether they have been trying to get some

engines from you, I could be prepered.

Yes, t ars. Tha‘f are trying to get some

; erg‘ht' motors from us and I hnEa sent

~ them ten a month as a gesture. asked.
~* for ten in particular and I think asked




H. M. Jrs
Fairey:
H.M.dr:

Feirey:

H.M.Jrs

Fairey:
H,M.Jr:

Fairey:

HJLJrs
Fairey:
Helodrs
Fairey:
HoMoJpe
Fairey:

B M.Jr:

Fairey:

Hl'Hi III":

—E—-

Wright 18202 That is the mumber, isn't it?
That is & type number.

How much horse is that?

The horsepower of that engine is about -

I will have to ring you. It is about 1300
horsepower.

Could you (Gray) cell up your office outside?

And you (Feirey) have given ten to the Army?
I have sent ten to the Army from our stocks.
Stuff that you had on hand?

Yes, but we wented them badly. I had to
ground five of my own machines for them.

Vhat five?

Hudsons.

Oh, really?

Yes.

Thet is, no fooling, as they say?

llo, we are sending Hudsons without engines.

You see, you haven't got & memorandum prepered
on this.

I didn't know what it was about, you see,
Mr, Morgenthau, I will have s memorandum

over to you in half an hour.

We will have to do it now because I asked .
him -

T g
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Fairey:
HoM.Jr:
Fairey:

-D.- ITP

Falrey:

HoM, Jr:
Toung:
Klotz:
HM,Jr:

Fairey:
Young:

. [ P A
. -.. '::n.' 3 '_.__|_'.-' ' |

I

Tha, I know, but Mr. Purvis couldn't give
any information, you see. I was in

Few York Tast niﬁ% I hurried here this

morning., Directly I have what you want

I will giT! you & memorandum on the whole

thing.

Five ankhaa& Hudsons to England without
engines, does that take care of Boeing?
Do you un'wﬁathar they are taken care of
on the bombers?

You see, Mr. Purvis said
memorandum which you ﬂiﬂn
week,

That is on theiwhole question. I sent that
over.

you (Fairey) had a
t give me i&

I haven't got it., That is the one he said
he wasn't going to give me.

I have & copy here but I sent it over this
morning.

To whom?

Mr. Grey sent it over, There is one from
Mr. Purvis on the whole question of engines.

Is there one in your office, Philip?
Pardon me?
Shall I go see?

Have t anything for me? This is Aide-
lemoire or me? _

| Sent it over about half an hour ago. :
I don't think it is inmy office. I haven't '

I!Iﬂalﬂﬁh :.:n-nrlndni_

L]

'-"'l"l




S e

HM.Jr: I have got to discuss this with you, sentence
by sentence. That is whait I asked for. Let
me discuss this thing.

Fairey: Certainly.

Gray: (Returning to conference after calling office)
Twelve hundred, sir.

H.M.Jre Thank you. Now, let me just read this.

"It is vital for the success of the war effort
that deliveries of airplane engines against
British orders should be maintained and indeed
that every meens should be taken to accelerate
those deliveries.

"At the time of the French collapse, fresh

" British airframe orders were placed in the
United States so as to utilize a proportion
of the engines available as a result of the
French assigmment agreements. At that time,
upon instructions from London, thesremainder
were allocated for airframes to be built or
building in the United Kingdom. These air-
fremes will be delivered during 1941."

Let me stop there. How nnn¥ engines of the
French order were assigned for airplanes in
this country and how many for England?

That is a-big %uaatinn,IHr.ZHurganth:u. I

will see what I can do.

That is the question they are Eﬁiug to ask
me. Do you want to make notes

Yes,

You s hnra‘ "¢rnesh Bpitish airframe orders
were placed,” Well, how many, and to take

care of how many engines?




I can give you the figuraa that are required
fnrtizur types of engines for the next six
months.

No, it doesn't interest me.

What figure do you want, Mr. Morgenthau? I
will pive it to you.

(Mr, Purvis entered the conference)

Hello.

Xy regrets. London made it very insistent.
That is all right. Now look, I gpot the memo.
Tes.

Catch your breath. I was just asking some
questions here, In this paragraph, "At the
time of the French collapse --" Inecidentally,
not only Mr, Patterson is coming, but Mr.
Stimson called ug to say, "I am ready on the
bombers." I said, "Well, do you know about
Patterson?" MHe said, "Yes," and I said, "Why
not let's all eat together?" So we are eating
together at lunch,  He is ready on the bombers.

Good.

So it is all the more important thet I be
prepared.

Quite,

We had just gotten to the place where I was
asking embarrassing questions.

That is the spirit.
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Fairey:

Furvis:

Falrey:

HM, Jp:

A

"At the time of the French collapse, fresh
British airframe orders were placed in the
United States --" I say, "How many?"

1350, wasn't it?

I didn't give the answer, because I wasn't
certain. lr. Morgenthau wants the total.

I have the fipures here that cover six months,
but I haven't the figures to cover the total.

Well, you make the atatamﬂntﬁ "fresh British
airframe orders were placed,” and I asked how
many.,

My recollection was 1344,

It is about that, but I haven't the information
more than six months ahead.

No, but we ﬁlana& actual orders, I think that
is the point.

You see, kr. Morgenthau, you can't make &
simple answer because there are a great many
types of engines, different types of airecraft.

My dear Mr, Fairey, don't meke the statement
if you cen't give me the answer. You say,
"fresh British sirframe orders were placed

in the United States," and I say, "How many?"

I can find out for you quickly, but I haven't
the information on me now.

Well, you see, I am fi%hting time trying to
do & job, and I think there must be a round
figure here, something like --

I believe it is 1344, Mr. Gray, if you left
the meeting now, could you check that so as

to get the information?
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H, Jrs

Purvis:
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YEE' Eirt

Just a minute, Mr., Gray. I am going to ask

the next one. And, "a proportion of the engines
aveilable as & result of the French assignment
agreements --" I am asking how meny engines.

Yes. How many engines went with the number

of planes that were ordered at that time.

If there were 1300 - I would like to start
with this, because this is what they ere going
to try to do. I want to start with, one, how
many engines did you take over, the total
fizure. That is mumber one. Two, you make
the statement that you ordered so many air-
fremes to take care of "X" number of engines.

Yes, that is right.

I want the number of airframes and the number
of engines, and that leaves --

We shall have no diffieulty, I think, about
the United States end. We will not be able
to give you accurately the extra airframe
orders t were placed in the U.K.

I am not going to ask that,

It is the United States you are particularly
interested in.

Let's just say for round fipures there were
2,000 engines made available, 1300 of them
were used for so many frames and the balance

of 700 went to the English,
That is right.

Now, that isn't asking an ossible thin
and then of that, how many of - using 2,0
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or 5,000 or whatever it is - how many have
left the country and how many of them have
already gone into airframes, leaving a net
of *so many still available that they are
going to argue about,

Yes.

% mgan, I think that is what they are going
o do.

Yes. Mr, Gray, is that clear to you?
Yes, sir.

How many French engines we took over; this

is the French engines, as distinet from the
orders on hand for the British; number of
airframes placed in the United States; number
of engines therefor; how many have left the
country since, both as regards planes and

as regards engines; and tEerafnre,a net figure
of the French engines still in question anﬁu
approximately the delivery date over which

it is spread.

That is right.

Divided Pﬂrhﬂﬁﬂ if possible, up to the 30th
of June, whiec is a cut-off fipure for us,
and beyond.

That is I‘ight .

Not necessarily too particular --

We have taken this to the end of March.

Then to the end of Merch, to the end of June,
and beyond.

In all of my discussions, for your benefit,
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with the I am using July 1lst. I am
using ufeﬁ;iging June Bﬂ% '

There is no harm in throwing in March 3lst

as an extra figure, but you must have a -
June 30.

It is not useful to me. On the PBY-5, you
are to %Et every other one until June 30.
E?&Pygg ng I am talking about is until
June 4U.

Now, Mr. Gray, I think you can do a first-
class job for the Secretary.

You will get the particulars of the first
westion., It will have to come from New
ork, This is & very large statement, but

you cen get the total., TYou will get this

on the French orders placed - we if he
can't give you that, refer it to Sir Henr

Self, Then the other two will follow, bu

you will have to divide it into types. 1f
ou will get busy on that, when I come over

will --

Philip, you never have had this, have you?
These figures?

Tes.

No, we never have had these figures.

Ten't this what they have been asking for -
Knudsen?

Well, there have been several interpretations
and sets of fipures showing that there never
was any surplus, but there is & surplus, and
that may be half and half,
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Am I right or am I wrong, that this is what
the whole argument is about?

Basically, I think it goes back to that, yes.

It certainly doesn't do any harm for me to
have that in my key pocket.

No. TYou want to be prepared for whatever is
coming, and those figures look as if the
would be useful in any discussion that they
raise,

I think so.

I think what happened was simply this, that
the A - of course, the Bri%iah placed
orders to take care of the French engines,
as soon as they got them. The Army, when
they went to work outlining their program,
decided that the British couldn't use all
the French engines, so they placed orders
for frames, counting on the fact they might
be able to get the French engines, so you
have pot two sets of orders %ur the same
engines,

If T could get the figures for what is a
very clear statement in this parapgraph ==

That is =-I think your (Fairey's) hesitation
there, if I understand it correctly, is that
you are afraid of %i?ing a figure which
would spread over to - you are thinking in
terms of the discussion you have had with
the Army people here up until March 3lst
and you don't want to get outside the area
of that area, Am I right?

Yes, because the allocation of engines is
subject to shift-about between one type.
and the other.
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Whereas, what the Secretary --
I will give Mr. Morgenthau an over-all figure,

Vhat he is ask is the simple firure, how
many airframe igﬁera did gﬁpplnnagﬁgd;r
that paragraph on such a date, and I am al-
most sure that is the 1344 that we discussed
with Knudsen and Morris Wilson,

It is a great deal more than thet in total.

Well, let me pet along, anyway, Now, I made
a note here that they pave them ten of these
1820 Viright engines for the Boeing which
necessitated sending five Lockheed Hudsons.

Fairey: Will necessitate; they are not shipped yet.

H.M.Jr: "At about the same time, a breakdown in the
production of Taurus and Hercules engines
manufactured in the U.K. (as a result of
unexpected technical difficulties) created
a st1ll further dependence upon the French
engine orders from the United States.

"In the face of the above situation, it appears
thet the engine allocation as now planned for
the period of seven months to March 31, 184l
will result in approximately 950 engines being
diverted to the needs of the United States
Army and Navy despite the faet that that diver-
sion will produce a deficiency of about 425
engines in relation to available British air-
frames,"

You are giving up 950 of the French engines?

Yes, but that figure was worked out last week.

I just wanted to modify that a bit. Since

then, the Army have modified their demands

a little, They have asked for less of two types.
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They have asked for less of one type, and
more of another type, so those figures are
only approximate.

But they are approximately right?

o, it is about now - it is about 300 too
mach.

You mean that we are only asked to give up
650, as distinguished from that?

Yes. I mean that when those figures were
gotten out last week for your memorandum,
they were exasctly right, Since then, we
have had another talk with the Army and
they have reduced their demands for the
Pratt & Whitney 1820 by 18l engines, and
there appears to be a much larger supply
of the Pratt & Vhitney 1340's,

Just & minute, you are talking about some-
thing I have never heard about before. TYou
have lived and slept with it and I haven't.
Vhere does the thing stand? What is the
Army asking of you? That is what they are
going to mention at lunch. The Army is
asking what, as of today? What are they
asking? You weanted from now until the

3lst of March?

That is all the figures I have.
Up until --

The Air Corps is working on that date.

HJ,Jp: Up until March 3lst. Now, whal are they
asking?

falrey: Up to the minute - because there is this
unknown quantity of what the production will




- 18 =
be of the Pratt & Whitney of the 1340, at
the minimum, they are asking for 445,
What are they easking for?
Pratt & Whitney 1830's.
181%
Pratt & Whitney 1830's.,
How meny?
18).

Yes.

Prett & Whitney 1340 is the unknowm quantity.
They haven't stated prﬂﬁeily their demands
4

yet, They did ask for

Question mark, Vhat is next?

Wright R-2600.

What mmber.

R-2600-A, 236.

And ==

The Wright 1620, again a question mark, but
st the moment the ligure stands at 68. Ve
have had & further request for 120.

I will put 68, Anything else?

Well, that is all the engines 80 far dealt
with by the ellocation committee.

Now, the 1830's, 181, do you know what use
they are going to make of those?
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o, I know what use we are, but not what
they are.
Vhat do you use them for?
We use them for the Hudson, the LB-30, the
Grumman, and in Enlglla.nﬂ, we use them for
the Beaufort, which is a type of bomber.
M. Jr: And the 1340's?
Fairey: 1340's are used for the Harvard Trainer,
Hulladrt And the Wright 26007
Fairey: For the British Sterling Bomber.
H.M,Jr: That goes overseas?

Fairey: Thet is the most vital --
H.l,Jrs And the R-1820's?

Fairey: Parallel to the 1830 for the Grumman and the =
the Grummen fighter, and the Hudson,

Huliodrs vell now, in this, you see, there are none
of these for the Boeing engines.,

Fairey: Yes, these 1820's.

Hl.Jr: Oh, 1820's. Are you (Young) familiar, be-
cause you are going to be there at lunch.
Are you familiar with all these initials

and things? I mean, the figures like R-18 --

Young: Yes, I can bring most of them.

Fairey: Would you like to chat with me before and
let me leave you & copy of this statement?
I can coach you in this in ten minutes,




All right.

Have you seen this before?

No.

No. I got this out for myself.

Do you know about this allocation committeef?
Just in a general way.

You had better soak it up between now and 1:00.,

Let me put it this way. OSupposing they ask
for these 500 engines, how do you feel about
releasing them?

Welly, Mr. Morgenthau, we are being pressed

every day from England to send them over

and for the reasons given in your Aide-lemoire

there, our own engine production on the two
arallel types, the Taurus and the Hercules
ve broken down and we are desperately in

need of these engines,

For another reason, although we can't absorb
them all in the next six months in airframes
built here or in airframes built in England,
the following six months is a pit in the de-
ficiency. We want to hold those engines left

over for the next six months.

Deficiency where?

In every class of engine for the next six
months M

Six months beginning when?
March 3lst.




- 16 =

Both for the United States and the U.K.

Yes, an over-all deficiency in engines after
this six months. The present surplus is due
to ours and the French orders only.

Tiell, I'm not going o agree to anything at
lunch today.

No, it is an exploratory talk.

I can't, but there may be something like
where they need ten engines for the Boeing,
I mean some special sifuatiun, a thing which
seems to be bothering General Ehrshali, and
as I understand, if I remember rightly,
Generel llarshall said, "Well now, if I can
have those certain number of englnes --"

I thought it was o0 or €GO, He agreed to
rive ug the first six of the Consolidated
four-engine bombers that came off the line.

Yes. VWell, I would be glad to. In the com-
mittee when we are dealing with the details,
you know, of this engine and that, I would

be glad to trade engines, to hand them out
where they are helpful and so on, once I xnow
where I stand, you see, what engines we have
pot, because at the moment the fnudsen com-

mittee rather takes the view that all these
engines are in a pool.

I think this is a point for the luncheon,
perhaps, that Fairey 1s confronted when he
cets inte the comnmittee by what he - 1n every
advice he has from London, he has to treat

as a false assumption. There seems to be a
starting {nint at which they don't argue.

They simply say, "This is & pool of engines,"
whereas in fect what it is, we happen to
orm, by various actions, certain engines
in this country. It wasn't bought for a
pool. They were bought for the fighting
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needs. liow, they may in practice become to
some extent a pool, but if they start from
that point, they don't feel they have to

ask for anything, they simply assume that

it all belongs to everybody, that it is a
comuon pool, whereas the assumption in London
is that they all are going to them for their
fighting needs and it is a very radiecally
different assumption, I think from what
Fairey tells me of these discussions, that

he 1s faced always by an assumption on Knud-
sen's part thet this is not something that

we have bought particularly, it is a pool
that happens to be there and it is & question
of how you allocate it.

Let me just refresh my memory. Let me just
talk with Phil Young a minute, As I under-
stand, this is what is in Knudsen's mind,
that they agreed that the English would have
14,000 engines. Is that what it was?

In this progrem? 14,375 by April of 1942,
Airplanes,

Airplanes, and how many engines?

Engines to go with them, plus spares.

And that on & month to month basis, unallocated
engines each month would be allocated. Isn't

that what is in his mind?

Yes. My original understanding, which Knudsen
arreed with at that time and since has changed
his grounds on is this --

He has changed his prounds?
Yes. He doesn't admit it, but he has. I hate
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to argue with him about it. In that July 17
conference, it was agreed that the Army and
Navy would get 19,000 planes and the British
would get li,ﬂﬂﬂ. That is where this original
19-14 retio developed, up until April 194%,
and spare engines, Engines over and above
that program - or rather, as that program went
along - engines would be allocated to waiting
airirames, There would be no engines put in
boxes and shut uE in the warehouse in storage,
even if it is a Pritish engine and they had
no waiting frame, It would go into an Army
frame if it was waiting for thet engine.

where Knudsen and I disagree --

Is thet what you understand?
That is exactly what I understand.

Where Knudsen and I disapree is that included
and I have a written stafement which was filed
in his office that day - that encines would

be shipped to England for placing in British
airframes, so that the question of allocation
only came up when you had & waiting British
frame here or a waiting Army frame and a wait-
ing freme in England.

Now, I have pot to be honest. The last state-
ment, I have no recollection of.

Toung: I will show you a note on it.

Hull,Jr: T would like to see it. I have no recollection
of it, I think it is important.

Toung: He says no, that the allocation was solely
between frames on this side of the water.

H, Jr: I don't remember, so if you have such & thing -
use my phone.
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I think the intent of Secretary Stimson at

the meeting was, he rather accepted, I thought,
the idea that Lranps, wherever we had frames
ready here to get into the air, that our
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engines would be available to get them into
the air, because they were neage& for fight-
ing needs.

Well, I go back much further than that, I

o back to the basic policy which the Presi-

ent of the United States iﬁid down, namely,
that enything that we had here was to be
superimposed over and above the orders which
you had here, and that is the thing that I
am %ﬁ;ng on, and at no time has he indicated
anything to change my sailing orders. Those
are my orders anﬁ nothing has happened.

Now, it looks to me, and I am telking very
frankly in the room, as if lir, Stimson and

Ir. Patterson evidently want to try to sit
down and make a deal with me today, feeling
that it is their responsibility. Now, natur-
ally, I haven't yet sold you down the river
and I don't think I will today, but personally,
I wouldn't give up an engine, I mean, yes, in
an extreme case WEEPE ten might make General
lerghall feel happy or - he has told me this
story so often now about the Boeing planes
having to be flown down to San Diego some
place and then the engine shipped back and
then they fly down another frame and then

the frames lie there idle - some tale like
that which is too fantastic, but I mean ==

Well, Fairey has been going along, ploughing

through his committee, trying not to come to
ou, trying not to come to me, and finally
ast week he and I got together in the office
one night and we decided the time had come

when we had to come to you.

I didn't seek this meeting. Judge Patterson
celled me at home Saturday and asked for it,
and then Mr. Stimson called me and asked
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for a meeting today. I want to pet one
thing over which these gentlemen can pive
me now. In passing, I think it is terribly
1m¥ﬂrtant that we get Knudsen straightened
out, because to him word of mouth is so
important.

It is terribly important to him, and he
has dropped & remark a couple of times,
"Have my English friends uEangeﬁ?"

Not intentionally.

Granted, but when the time comes, I think if
we comé to some understanding with them to-
day, I think it might be good for you to

sit down quietly with him alone, so that
there is no possible misunderstanding of
El:l':"ﬂ. faith,

But just for & minute, I want to get some-
thing into my head. Can you (Feirey) tell

me - these four engines, Conscolidated bombers,
that you have gpot on order, I mean are they
uﬁ to date in armament, et cetera? Are they
the last word?

The --

The four-engine Consolidated bombers which
you have on order.

I believe, lir. Morgenthau, and I must confirm
this, that ours are, those on order for us.

I believe they are different than those on
order for the U. S. Army. I believe we put
in armor.

Are these good, that is what I am trying
to get at?




Yes,
Are you sure?

Well, T am going over to see them tuniﬂht.
I haven t seen the ship yet, so I can't
speak with authority.

Now, my impression --
Will you be there in the morning?
will be there tomorrow,

I am talking about the four-engine Consoli-
datad

YEE, 3”2‘4 "
But you are going to Consolidated tonight?

I am poing over to Consolidated tonight,
yes, sir,

I have understood from our people in general
that that is a desirable plane, from our

View.

You see, what I have in mind, I think -
rhil, get this = I think there is a possi=-
hlllty of making a real deal whereby I
might be able - “it is just a possibility -
of taking over the entire fuur—anglneagfn—
duction of Consolidated for the Engli

by giving them enough engines for their
Bae1n~s. llow, before I enter into that --

You want to make quite sure you have things
I'lghti

That is right. Do you see?
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Could we not get from New York, Baker's
statement of that situation?

I can give them our deliveries,

But I mean our estimate of the value of the
machines,

tell, there is no question of the estimates,
Itaiﬁ the only big bomber we have got on
order.

So we must think it is good.

It is the LB-30.

That is not your American ==

This is yours. You have got 180 on order,
Thet is it.

But you had better take a look at both the
English and the U, S. one, because you are
certainly going to get some of those U. 5.
ones, you see, definitely, and also with

the Sperry bomb sight. mean, how far along
are they, are they along too far to stick

those things in it?

Vansell: Well, the Americen planes will have them
in,

HJ.Jp: Yes, but not the Sperry.
Mengell: Not the Sperry?

HoM,Jp: No, they will not; pardon me, I am quite sure
they will not. They will have the other one.

So I':nu.vmm.i as I understand, you have got to

start putting those things into the frame
pretty early.
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That is ri%ht, tha{ are built right into
the automatic pilot,

How many of these are equipped with auto-
matie pilots and how far afang are they -
could they still teke the Sperry bomb
sight?

They will all have autometic pilots.

Will they?

Yes, that is standard equipment.

I see, But you had better - if you could
go to Consolidated first - I should think
you could call up and find out what your

specifications are.

We can get that from Baker, can't we?

I can get thet from New York.

Could you get it, end give this to Young
before 1:00 o'clock? TYou don't want the
Boeing. You certainly don't want the 17-C.

There have been three cables dispatched to
London in the last week trying to draw that
from them in reletion to the Consolidated
bomber, and you haven't yet got your reply.

I sent another cable on Saturday.

You see, Beaverbrook has been cabling, asking
for these - to be perfectly frank, Beaver-
brook has been asking for flying fortresses.
On what that situation is based, I don't think
we are quite sure, because our technical
fellows have very definite suspicions in

the B-17 class.
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Fairey: He wants them, I suspect, for long-range
bombing operations, but we have considered
the differences between the new ones coming
out in April end the present ones.

Eulledrs I don't think you want the 17-C's. I think
there is a good chance of gettin; these Con-
golidated ships and getting the first ones,
and I think that is the place to do a little
swepping, and if you people --

langell: Thet is my view, too. I don't think we want
the 17=C.

And thet is why, if the Army is s0 keen on
them, let them keep the 17-C's. They have
still got 60 out of 68 to go, as I remember,
and let them take those, but if = and I am

hopeful we can make a deal to get accelera- :
tion on the Consolidated for the British. ff

Apart froam the sixf?

Oh, definitely. At least one and one, and

maybe even more.
Which might make a very strong difference.
Oh, yes.
vis: I think if we could get & technical estima-

tion so far as even Beker is concerned - it
may not be London's answer, but a technical --

Fairey: London has been pressing us to send to thenm.
Juantity now is more important than quality
and that is the reverse of what they usually
sey. We have cabled back that there is a
vast difference between the ships and have
asked them to consider it on those grounds.




- 28 =

Entirely apart from that again, there is
& further thing and that is that you will
get your Consolidated just as quickly.
You are not losing speed in getting air-
planes. It is simply that they are Con-
solidated planes instead of flying for-
tresses and the %UBEtiﬂn is whether Con-
solidated is better from our viewpoint,
especially hs the Army likes the flying
fortress.

Those two sheets, will you (Young) bring
them down to lunchf?

Yes,

I could make my mind up. My trouble is
to get London to make theirs up.

laybe it will be simple because - well,
they can't get the Boeings, see. They
might just as well forget about it. And
then if you find it isn't such a good
plane, the refusal tastes sweeter, so Jyou
might as well be able to find out for

England so as to say, "Well, you were
lucky you didn't get it."
That is right.

I agree with that.

To say, "You are well out of this.”

Ve are faced with & condition --

It is a Model "A" Ford. It is just out of
date. You don't want it.

When we are through with eirplanes, I have
some other things that I think might be
raised with you by Mr. Stimson.
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Just one minute, Philip Y
to read this. TG SARaN 2

"Air Commodore thaall has just arrived
in Washington,"

This is him,

Just a little humor, so we don't get too
tense,

"He is fully acquainted with the British
pilot treining system."

T2$t is not what you wanted me to read, is
i

llo, you don't need to read that. It is
11ﬁe the flying fortresses,

It has no engine in the tail.

Is there information you want on the
inin

ilot training program? There is the man
0 answer your guestions.

I can't get to him today, because I am
soaking this thing up and if he is going
out tonight, I think it is wvery important -
maybe he nuuld come back.

C. Do Howe didn't have his press conference,
did he?

He had his press conference, but it didn't
seem to regilster.

Somebody told me last night it was in the
paper, but I haven't seen it,

- 4
I tell you who has an article today, Hanson
Ealunln of the New York Times, on the

Canadian situation.
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He gave it that morning, there was no
question about that, but when I asked

him how it had gone in the hurried moment
[ saw him, I thought he hadn't the feeling
that the reception was so good.

Do I have to bring up the bomb sight at
lunch?

No, I don't thiik so,
Is that going along nicely?
Yes, I think so,

If T don't - send this to the house, and I
won't attempt to read it now, please.

NoW ==
The only other point is the --

Tou fed me something on the Republic, and I
told you to give it to me in my hand,

I have got it right here.

Here is my hand.

"Last Friday morning, Colonel Flickinger of
ilepublic Aircraft dropped in to see Oscar

Cox and me at my request. Colonel Flickinger
stated that 172 planes had been ordered
originally by the Swedish Government, of which
120 were EP-1's (single %ursuita} and 52

were 2-PA's (two-seater training and reecon-
naissance planes)., Of these, 60 EP-1's and

20 2-PA's have been shipped, lﬂa?inﬁ a balance
of 110, Of this balance, 30 of each type

have been completed leaving about 50 to be
produced at an approximate rate of one plane

per day.




-29-

"The planes which have been completed are
already boxed for export shipment and are
stored at the Repuhifn plant at Long Island
Lity. These planes are all bought and paid
for and the Swedish Government has title.
Colonel Flickinger stated that Republic

could not break its contract with the Swedish
Government {or two reasons: first, because
the Swedes already had title to the planes :
and Republic had no claim on them, and, second,
because the finished planes include accessory
equipment, radio, cemera, ete,, which had been
£ shed by the Swedes and was not part of
Republic contract.

"Thus, the Republic situastion is distinct from
the Vultee situation where planes had not been
completed and did not ineclude ang extra equip-
ment. As [lepublic stated point-blank tha%
it would not cancel its contract, and as the
owedish Govermment is taking the stand that
it wants delivery of the planes, if it cannot
sell them to the Air Corps, there would seem
to be three possible courses of action: first,
let the Air Corps take over the planes from
the Swedish Government and then trade back
part of them to Republic for sale to Canada
(1t is essumed that the Air Corps would be
interested in single pursuits only); or second,
let the Air Corps take over the planes and
release a different batch of planes for ulti-
mate sale to Canada; or, third, to take over
the Republic planes in exchange for flying
fortresses," N

In other words, they are stuck on Republic?

We can't make the Vultee deal in the case
ﬂf Rapu'hliﬂ .

Do you think this might be a little sweetening?
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Well, we have still got our hands on them.
It seems & shame to have those Hepublics
lying around after all the work t has
been done in this particular branch.

If you pave these up, what would you like
the most in place of them?

Curtiss Hawks.

The 767

No, the El-A.

What is that?

The P-40,

Oh, now have a heart.

You asked me.

Wait a minute, have a heart, Do you know
:2§ﬁ?ﬂllisnn completed 80 engines last

I em told they are petting up to & and U a
day now.

80 engines, 221 delivered. The British
received 146 and the A 56, so I think
you are doing fairly well.

Ve are doing very well with the Allisons?
You heard the results of your dealing with
the Allisons? Ve are to get 170 machines
by October. Thank you very much.

If I can do as well on Consolidated, and
the thing - the reason I like the idea,




Fairey:

8 P

Purvis:
HJL e
Klotz:
HAM, Jps
Falrey:
B, s

Fairey:

&%

you have got the flying boats and the Con-
solidated, Now sit down with the fellow
and say, "Here are the orders, what can

you do to increase your production 30 or
40%27"

I would like to go over and see them myself,
directly the situation is clear.

I would like to go also.

Could we make it unanimous?

Are you busy?

Not at all.

All right.

liay I ask one more question on engines?

Go right ahead.

If you could clear the situation for me, I
think we can get right away to it because

we have now got a joint standing committee,
you know, the Army end Navy and British
Purchasing Commission, where we are supposed
to sit in & huddle around the teble and deal
on these engines. I can't do my dealing
until T know who owns the engines or who

they belong to. Mr, Knudsen takes the view
that they are a pool. My hands are tied.

If you will give & ruling on the matter, I
can help out the Army quite a bit where

we have got & few spare anflnea and so

on, and we can do some deals and we can .

get both programs along.

=
ou don't dare accept what London has
iﬁﬁﬁ?&uu you can't accept, that they don't
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belong to you, and yet you would do some
trading if you got recognition of the fact
that they are your engines.

That is right, because I can watch both
rograms, I can watch our own program
ere and in England and I can help the

A out when they are in a jam and they

could help us a bit and we could do some

useful trading in small numbers, but I

can't do any while I haven't pot a

engines, if they are all in the pun{.

VWho represents the Army?
General Brett, on the committee.
And the Navy?

Admiral Towers,

Well, they are friends of mine,
Yes,

Who sits in for Knudsen, Mead?
Mead, yes.

Underlying this situation, there is also
another one..

I understand. I will let you know after
lunch what happens.

I found this original note of Knudsen's.
Want me to read 1t?

If you please.

Although it isn't signed, it could only
emanate from one source,
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"It is understood and apgreed --" This is
dated July 23 and was written out on &

yellow sheet of paper in pencil by Knud-
5eM.

By whom?
Knudsen,

"It is understood and agreed that all planes,
American and British, get priority on engines
and that optional and unalfucated engines

are distribufed in accordance with the above
understanding.

"It is understooed also that specifications
for spare engines for Great Britain manu-
factured planes will be submitted as soon
as possible and will be considered on the
same basis,”

Say that last sentence again.
Toung: "It is understood also that specifications
for spare engines for Great Britain manu-

factured planes will be submitted as socon
as possible and will be considered on the

seme basis."
H.M,Jp: Tﬁen I think he is right, Phil.
Knudsen?
Yes,
In what way?
Hellodps Just what that says. Read that again.

foung: "It is understood elso that specifications
for spare engines for Great Britain manu-
factured planes will be submitted as soon
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as possible and will be considered on the
same basis,"
I think he is right, don't you?
T am not gitu sure that I understand the
shade of difference between - that is
being ==

Well, the same basis would mean that they
would ==

Put them in American fremes. All three frames
would rank on an equal basis.

And how is his interpretation now?

He says just American planes.

Oh.

No, his interpretation goes much further than
that, I supgest. It goes that they are all
in"the pool, that we divide them up, 19 for
us end 14 for them.

And ours come first?

No, 19 to 14.

As I pet that, it is that the engines for the
unallocated frames in England would be allocated
in this country on the same basis that you

are now allocating pooled engines. In other
words, the engines which would go to England

for unallocated frames, but go into an Ameri-

can Pﬂ‘ﬂl .

Yes, that is right, but he recognizes in
the sentence that there is such a thing
&s & waiting British airframe, which has

e call on an engine.
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I don't get it.

Awaiting British U. K. frames.
Read that again.

I get that, too.

"It is understood and agreed that all planes,
American and British, get Erinrity on engines
and that optional and unallocated engines

are distributed in accordance with the above

understanding.,

"It is understood also that specifications
for spare engines for Great Britain manu-
factured planes will be submitted as ocon
as possible and will be considered on the
same basis."

Thaet means, then, that U, S, and U, K. frames
in the United States and U, K. frames in the
U. K. will all receive similer treatment,

so far as these unallocated engines are con-
cerned.

That is the way I read it.

Does that elarify it, that at the time those
agreenents were made, there were no specifi-
cations of British frames available? I have
since obtained them. So at the time he pro-
bably - on the one hand, he was confronted
with schedules required for a plane and on
the other hand the British schedules. I
have since procured those from England.

He put in that last sentence because I asked
him to, at the time.

I think without & doubt that I could see he

O T TR

e - v ¥
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could misunderstand it either way, I mean
misunderstand it, depending upon what was
in his mind at tﬁa time he wrote it. I

think there is great - but you have that.

I am going to listen to you gentlemen at
lunch., ey both have a proposition, I
have been trying to bring myself up to
date with stuff I em not familiar with,
which 1 have done.

You have got another hour to work on Philip
Young and then after - some time this after-
noon I will get in touch with you.

Very good.




e TOENTIAL FOR YOUR INFORMATION
e

L-..u. A

September 30, 1940

The Secretary

lr. Young

He: Republic Planes on Order for Sweden.

Last Friday morning, Colonel Flickinger of Republic Aireraft
dropped in to see Oscar Cox and me at my request. Colonel
7lickinrer stated that 172 planes had been ordered orignally

by the Swedish Govermment, of which 120 were EP-1's (single pur-
cuits) end 52 were 2=-PA's (two-seater training and reconnaissance
rlaenes). Of these, 60 EP-1's and 20 2-PA's have been shipped,
leaving & balance of 110, Of this balance, 30 of each type have
been completed leaving about S50 to be produced at an approximate

rete of one plane per day.

=

S T

i
-

The planes which have been completed are already boxed for
export shipment and are stored at the Republic plant at Lun%
Island City. These planes are all bought and paid for and the
owedish Government has title. Colonel Flickinger stated that
Republic could not break its contract with the Swedish Govern-
ment for two reasons: first, because the Swedes already had
title to the planes and Republic had no claim on them, and, second,
because the finished planes include accessory equipment, radio,
¢amers, etc,, which had been furnished by the Swedes and was not
pert of Republic contract.

Thus, the Republic situation is distinet fram the Vultee
situation where planes had not been completed and did not include
eny extre equipment. As Republic stated point-blank that it would
not cancel its contract, and as the Swedish Govermment is ta]:in%
the stand that it wants delivery of the glaneu, if it cannot sell
them to the Air Corps, there would seem to be three possible courses
of action: first, fet the Air Corps take over the planes from the
Swedish Government and then trade back part of them to Republic for
sale to (enada (it is assumed that the Air Corps would be interested
in single pursuits only); or, second, let the Air Corps take over the
Plenes and release a d{fferant batch of Elanaa for ultimate sale to
enada; or, third, to teke over the republic planes in exchange for
{lying fortresses.

PVl 2
‘li--n_.'l




AIDE-MEMOIRE FOR MR. MORGENTHAU

T¢ 1s vital for the success of the war effort that
eliveries of aeroplane engines against Britlsh orders
chould be meintained and indeed that every means should be
raken to accelerate those deliveries.

At the time of the French collapse, fresh British
aipframe orders were placed in the United Statee so ae to
gtilize A sroportion of the engines avallahle as a result
ot the French assignment agreements. At that tlme, upon
inetructions from London, the remalnder were ellocated for
<ipfremes to be bullt or bullding in the United Kingdom.
These alrframes will be delivered during 1541,

At about the eame time, a breskdown 1in the preoduction
of Taurus and Hercules engines manufactured in the U. K.
(as a result of unexpected technicel difficulties) created
p atill further dependence upon the French englne orders

fram the United States.

In the fasce of the above siltuationj 1t appears that the
engine allocation as now planned for the period of seven months

to Mareh 31, 1941 will result in epproximately 950 engines

weing diverted to the needs of the United States Army and

Navy despite the fact that that dlversion will produce a
deflclency of about 425 engines in relation to avallable

British airframes. At the same time, appreciable allocations

o¢ avallsble engineg are being made for other forelgn and for
commereisl nurposes. It is true the above figurees embrace A
temporary surplus of one type of aeroplane engine during the
period in question in relatlion to available British alrframes
(either of U. 8. or of U.K. manufacture). Unfortunately, however,
in the subsequent period there 1ls & deficiency of engines 1in
relatlon to all sirframes. It 1s of the utmos® {mportance,
therefore, to the fighting effort in the Bpring of nexi year
bt these Britieh engines be reserved for the BEritish alrframes

which become avalleble in the later months,

In the light of the above sltuation, we urge that all
Eritish orders, including the French agelgnments, for aeroplane
engines, be left undisturbed. Indeed, we are snxious to eee that
efforts be concentrated on an acceleration of production to
provide for additional allocations to U.E. fighting needs in the

Spring mnd Summer of 1941.

‘-- Bl- P-
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TREASURY IEPARTMFNT
Washington

POR [MMEDIATE RELEASE Press Service
Tuesday, October 1, 1240. FNo. 22-23

gacrrtary of the Treasury Morgenthau today announced that re-
ports from the Federal Reserve Banks indicate that $724,847,900 of
Treasury Notes of Series C-1940, ma turing December 1%, 1940, have
heeny axchanged for 2 percent Treasury Bonds of 1953-55,

subscriptions and allotments were divided among the several
federal Reserve Districts and the Treasury as follows?

Federal Heserve Total Subscriptions
District Heceived and Allotted

Boston s 15,348,000
New York 452,610,900
Philadelphia 19,477, 600
Cleveland 15,494, 300
Richmend 45,117,800
Atlanta 14,004,500
U‘:"‘_ ;.-.5-'1.@'_": J.G'D|J_J I'Il_j'{-'ll:-\I
5t. Louis 12,914, 300
Minneapolis ll,ﬁlG,EDD
Kansas City 12,26%,900
Dallas 6,475,600
San Francisco 18,061,200

831, 400

Treasury 31, 40
Total B4, 048 [ y2U




Imports of Manganese Ore from the U.5.5.R.,

1937 - 1940 (8 months)

Quantity (ore) Quantity (Mn content)
(In long tons) (Long tons) Yalue

383,949 209,144 $3,960,000
166,043 : 90,354 2,662,000
151,472 72,147 2,204,000

1940 I:h mnn't.hs} 2%,% lm;mj .]_-fll Epﬁ?‘?jﬁﬂ
July 26,859 11,588 § 364,908

August 93,067 45,199 667,856

1940 -~ B months 326,532 156,787 £3,730,754

Treasury Department, Division of Monetary Hesearch. October 1, 1940.

1/ kstimated,




TREASURY DEPARTMENT
INTER-OFFICE COMMUNICATION
pate October 1, 1940,

10 ggeretary Morgenthau

. Mr. White
suymmary of Nicholson's Reports Recelved on

ot
SubJeott  Ceptember 26, 1940

A. Japan

1. There is a report that the Japanese are planning to
disguise the lnorease in their navy by transferring some of the
older ships to the puvpet Chinese government.

2, There has been an increase in discontent among the
working classes in Japan. Even the official figures show a
rise in strikes in spilte of severe repression. Agltation 1s
srowing among all classes. This 1s based on & report iln a
Japanege newspaper. The Japanese press is much perturbed by
the interest shown by Moscow in the subject.

3, According to a report of August 9, the Japanese are
¥ithirawing some of their best troops from China to stiffen
the newly trained troops in Japasn and for organlization into
an expeditionary force for Indo-China and the Dutch East Indies.
As a result, the Japanese will have to abandon some of thelr

rlanned actions in China,
B. China

1. The puppet government of Wang Ching Wel 1s experienclng
considerable difficulties. Although negotiations have been
Zolng on for about a year, no definlte agreement has as yet
been conoluded with the Japanese., The Japanese have become
unenthusiastic about Wang Ching Wel's regilme.

. There is much intrigue around the puppet government,
Admiral Wajl, a leading Japanese Special Servlice offiolal, has
been opposing Wang Ching Wel in cooperation with several leaders
of the "New Kuomintang®. This group has drafted peace terms
to be presented to Chungking which are reported to have the
endorsement of a majority of the senlor Japanese government
officials, Briefly, the terms provide for the abolition of




Division of Monetary
- P - Research

ching Wei's government, the withdrawal of Japanese troope

i a1l areas except North China, the entrance of Chlna inte

from

the axis blog, economle cooperation of China and Japan with
srogress to be achleved "by means of advanoing southerly®.

. Wang Ching Wei has not been able to carry out many
of his projecte. An attempt to secure a commerclal agreement
and recognition from Spain was blocked by the Japanese. He
hag not been allowed to organize a sirong military force of
wig om. The North China, South China and Hankow regimes have
been kept out of his direoct control.

4, The Japanese and Wang are busy recruiting underworld
slepents, The Japanese have organized the plrates of the Bouth
China coast to prey on all except axis shipping. The looting
of the British liner "Shenghua" was carried out by these gangs.
Wang Ching Wel's puppet forces around Shanghal finance them-
selves to some extent by organizing kidnappings. Thls serves
also the purpose of ralsing trouble in the forelgn concesslon.

5, The Japs and the puppet government are actively en-
zaged in trying to buy over the staff and leaders of the munl-
olpal pollice in Shanghal.
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)

Tt ATTACHE
BRAWBHAI

CONFIDENTIAL MEMORAMDUM

Mugust 1E, 1940

As recently reported, Mr. Wang Ching-wei is preparing to
sbandon the Ministry of Havy of his Puppet Nanking Govermment.
Muiral Shimada ( E’ 13 ), Commander-in-Chief of the Third

Japanese Fleet, statiomed in the China Sea, strongly rejected Mr.
Wng's plan to abandon the Navy on the ground that the real purpose

of Jepen is to maintain a Puppet Havy to enlarge the Haval force =
of the Island Bmpire. Being restricted by the International Naval
Treaty, Jepan finds herself unable to totally ignore the Treaty and
expand on s largs scale. S0 they heve been planning to assist the |:
Nanking Puppet regime to build a strong Chinese Naval force in China f
for their own use., By doing this, Japan thinks she will coneider- r
ably strengthen her sea power, and Great Britain end the U.S.A. will |

10t be in a positionm to imterfere with the project. _____.._i
Jepen is now prepared to sell pert of her old style warships
t0 the Menking Govermment, and the money tius derived will be totally
dovoted to building mew men-of -war for Japan. Thus, in appearance,
the Navel tommage of Japan will not be inereassd, but, in reality,

the situation will be just the reverse.

b ey




UNITED STATES TREASURY DEPARTMENT

Migust 15, 1940

T1=-WANG CGROUP MAKES PFEACE CFFER

v concarning the anti-Weag Ching-wel cempeian eponsored

), importnnt Jepenese Newnl Speciel

end Mr. Ho Shi-tseng | / - !, end Mr.
), leaders of the New Xuominteng, 1t
loarned thet these anti-¥Wang elements have recently
ndemantal pesce terms to ba presanted directly to Chuap=
purpose of espking resl peece and upsetting Mr. Weng's
rture of these pesce terms are descrived ss follows:

#ng Ching-wei's Government be sbolisted frum the
ina and Jepan shall ceésse Tlghting,

Chine end Jepan shall not be held responsibla
countries during tha hostilitiees,

a Sino-Japanese econcmic cocperetive body be formad
trede pnd resourcea of each by mesne of edvencing southwerdly.
A=t Chins enter the Axis bloe. But Chins shnll be rllowed

American debt to avoid U.S.A. interference in connectlon
faT,
, with the exception of North Chinsa, Jepsnese tToops
{zn aoill shell be withdrewn.
Jepan halp Chine to teke over her foreign-lessed
abolish extm-‘crritoriel richts of foreigners, end
tish, American, and French spiee lo the interior of
neluding Missfonery schools snd hospitelal.

Tant development of Cl ts Communist party shall be




prevented. (In order to avoid yressure from U.S.8.R., stringent
wasures shall not be adopted to cope with the Oommunist party, but
devilopment shall be prevented).

1t i learned that the sbove-mentioned terms have alresdy been
spdorsed by a majority of senior Japaness Oovermment officials
( A A ok )

The lsaders of the New Encmintang are emdeavoring to solicit the

Chinese elders of the Clmngking Govermment to participate amd support

he R Lo tbaite—

this peace campaign.
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ruf ATTACHE CONFIDENTIAL MEHORANDUM
SHARGHAI

Augnst 16, 1940

It is reported the Japeanese Havy has lately been buying over
so-called uhi.n-u bandits from the coastal provimees of Chekiang and
Fukien on a large secale for the purpose of barassing the peace and
ordsr of the water region along these two provineces. The Liaisom
Departments of the Asia Development Board in Shanghai and Amoy were
designated to undertake this buainess, It is understood the Japanese
have alresdy succeeded in recruiting end orgenizing a Chinese bendit
troop of more thanm 5,000 men in the southerm part of Fukisn FProvince.

These bendits were divided into a cambination of three armies
¢alled the "Peace and Nationel Salvation Army", which is differemt from
the Peace end Nationsl Selvation Army of Weng Ching-wei, as it is not
under the command of the Nanking Puppet Govermment. The Japanese declare
there is no relation betwsen this army and the Nanking Govermment.

It is reliably reported that this bandit army has been carrying

out extensive operations along the Fuidien coast. The pirates who

robbed and rensacked the British stesmship "Shenghma™ ( J-?"‘P f%
*t Sankiengkow [ 3. .2 @ ), off Hingma ( A 4K ), afew
dsys sgo belong to the First Combinstion Ammy of this Japansse sponsored

bandit army, The Commander-in-Chisf of this army is Chang Tih-chow
{ J‘ﬁ ~3f H?] ],mu-nunurmnhnqﬂhmm

with the geographicsl outlsy of that harbor regiom.

he. o \trbe—
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CONFIDENTIAL MEMORANDUM

Mmgust 19, 1940

To the Secretary

GENERAL ABR'S ON_THE PRESENT TAPAN

Information secured from puppet inside sources is to the
offect that megotimtions between Wang Ching-wei end the Japanese
representatives at Nenking regarding the problem of "Read justment of
Einu-Iapm;l Relationship™ are still under way. The principles dis-
cussed during the past five months were limited to so-called "Sino-
Japanese Military Cooperation™, "Sino-Japanese Economic Cooperation®,
and the "Reformsation of China's Polities.® TUp te the present, no
definite decisions have been mesched between the two parties con-
cerned .

Regarding the situstion, Wang Ching-wei recently told his
subordinates, "We really don't know what our future fate will be
in case these fundamental problems can mot be satisfsctorily solved.®

Mesnwhile, the attitude of Gen. Abe, Jepenese Ambassador to
the Nanking regime and Chief of the Japanese Representatives to the
Treaty Talks, toward the negotiations is as stubborn as ususl. He
remarked to some friends that, "There pever have been negotiations
like these in the history of the world," He emphasized, "The wer is

otill in progress, and we are now talking peace in the rear with those

0 are not responsible for the war. In the eyes of the world this

"1l semm like a ridiculous and silly procedure.” *However®, he added,
"the details of these megotiations may be kept in reserve to be used as
® reforence if and when we pegotiate with the Cungking Oovernment in

the future. =

P V. (.L,_.gu-.ru-u-—-’




UNITED STATES TREASURY DEPARTMENT

CONFIDENTIAL MEMORAMNDUM

Augast 19, 1940

NEAT THE JAPS ARE SAYING

Gen., Chan Tu Lin, also known as Chang Sian Fu, or Yan Tu Linm,
arrived in Shanghai from Nanking for a few daye stay. He is one of
the important North China lesaders who has always besan in opposition
to Oen. ChangKai-shek and the Euomintang, Yu Chen Chang, Commander
of Chinese troops of the Nanking Puppet Covermment, mccompanied him,

Gan. Chang Ya ILin gave an unofficial dinner at which three
Russian neutral persons were pressnt. These Russians are old sequain-
tances of Chan Tu Lin. Many opinions were offered during the dinmer
a8 to the situation in the Far Esst and China. The following is &
repume of the conversations which took place at the dinner:

1. Oen, Chan Yu Lin often sees Wang Ching-wei and is well in=
formed sbout all political news in Nenking. He stated that the peace
negotiations betwsen Wang Ching-wei and Gen. Abe will be complsted
800n. There were some disagreemsnts between the Japanese and Chinese but

compramises were found at last. Japanese backed down on some of their
demands and modersted their sppetites. New Chinese Govermment courageous-

ly stands for its independence in the organization of the Hew Order,.

Nenking's inner polities will be independent but the outside politics
will have to be ecordinated with Japan and the block of Asiatic countriss.
The collaboretion will be im spirit s well as in ecomomics and politics.
All sdvantagess of treined instructors and sdvisers will be furnished
the Japanese.

2. The new Govermmeant intends to give wide scope to foreian
capital in the work of recomstructionm in Chine., The Jepanese insist that




the monopoly gystem must be adopted, with Japanese, Chinese and
foreign financlers participating. Becmuse of the animosity which the
mnited States and England feel toward the New Order, seriocus attention
will be paid to ecollaboration with the Axis bloe countries for the
exchangs of goods. Orgenization of large concerns is slready plannsd,
hased on Chinese, Japaness and German eapital and on the exchange of
raw material. Gold will play no part in the orgenization of the Hew
Order in Asia.

3, Oen. Chan Yu Lin 1s & likely candidate for the post of Military
Lesder of New China and will mo doubt be appointed to the post of Minister
of War. Wang Ching-wei will be the political leader; Chan Tu Lim, Mili=
tery; and Genl. Yu Chan Chang is already commander of the new Chiness
Ar=y conaisting of 100,000 men, who are scattered throughout differeat
provinees, Part of this Army 1s now fighting, together with Japeness,
under lsadership of Jaspsnese militery instructors. Meny agents are sent
to regions which are now under Chungking's control. These agents are

sent to Gen. Chan Yu Lin's friends and former pupils who are now in

commend of different parts of the Chungking Army, and have besn instructed

to contact these commanders, entreating them to abendon the struggle om
the side of Chungking and join Nanking. In many cases promises have
elroady been given as many Chinese commanders are not content with
Chiang Kei-shek's cooperation with Chiness red armies, which are trying
to gt Muomintang under their influence. Ho agreament is possible be=
twsan the red armies and Nenking, seys Hanking.

4. In militery undertakings Nenking will be in cooperaticm with
Japan and Menchukuo, and also with anti-Communist legion which is going
to be formed under the lssdership of Ateman Semenoff end will comsist
of Russians. It is supposed thet after Chungking’s eapitulation the
#trife will be contimued with the red Chinese armies until they are

¥holly destroyed. An incident with U.S.S5.R. is believed to be possible.
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5. When the Buropesn war is ended and a New Order sstablished there,
mq“mmumnﬂmwﬂﬂ-ﬂﬂmhm-ﬂlnm_
1¢ this cen mot be carried out by peacsful means, it will be dome by combined
_ﬂm,gtmmnnﬂhm-m. Ruesia will become a totalitarisn
country togather with all other countries in Barops and Asia.

§, (me of the first mime of the New Order in Asia will be the abolition
of foreign concessions and settilemente, as they ere mmilating to China.

If this can not be done with the good will, cooperstion of the countries
maintaining these concessions, them foree will be resorted to. The Nine
Fowmr Treaty signed inm 1921 is regarded ms baving lost its fores and effect.

7. the New Order will inelude all the peopls of Asia and work in
this direction is going om im every country of Asia, ineluding the Bouth
BSes Ielands and Indis. In 1line with this policy we shall elimimate the
control smd guerdianship of Bogland, France, and the United States.

B. Eastern morals and eastern religions will be the base for new
sducation of the countries, and the materialistic culture of the West will
be antirely sxoluded,

9. Hanking is well informed as to incidents in Shanghai. Afier the
tgreemant will be reached between Gen. Abe and Weng Ching-wei, the Nenking
Goverment will take measures and will establish order in all foreign

colonies in Shanghai, Bussien included. The latter will hawe their own :
Fﬂmum“unnmnu-wﬂnmm#mm.j
are the special foreign depariment will be installed.

The steff of the Japtmese High Command will not consent to the transfer
f the sectors of the Internatiomal Seitlement of Shanghai, formerly guerded

¥7 Baglish troops, to the Americen Marines, judging by the eemmmicstions
Tec8ived from Tokyo.. The question of gearding thess seotars by Mijtoipel
Rlice will be retsed. Jepazese Gundnsmerie consider they have the Fight %o
®Itrol all districts in Shenghat in arder to prt en end t0 error and
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CONFIDENTIAL MEMORANDUM

Mugust 19, 1940

T¢- #trengthen their grip on Shanghai, the suthorities
of the Puppet Nanking regime are now plamming to set up a
"Shanghai Garrisom Hesdquarters® in this eclty. In additiom
to commending Weng Ching-wei's troops here, the Haadquarters
will undertake to recruit and reorganize bandit bands in the
environs of Bhanghai.

!hhﬂﬂth'mmﬂimﬁwl'hl
not yet been deeided, but it is generally belisved that Nr.
In Ting {zg }:--.H]' pow Director of the Folice Bureau of

the Shanghai Special Municipality, will be appointsd to the

he: B oot

post.




UNITED STATES TREASURY DEPARTMENT

CONFIDENTIAL MEMDRANDUM

Mugnet 19, 1940

WEAT THE JAPS ARE SAYING IN TOKYO

Ercited discussion is being held regarding s long articls
recently sppearing in the Moscow newspaper "Pravia®, dealing with
the condition of working classes in Japan, pointing out that as the
sxploitation of workmen is intensified, the strike movemsnt grows
mcre and more. That during the first daye of the war, Japanese
Police, in order to ensure “peace in the rear”, made wholesale
arrests of lesbor agitators, and, during the three yeara of war,
heve disbanded about 200 professional labor unions.

The "Pravda” states "that though eonditions are naturally very
difficult in time of war, strikes in Japan are taking placa all the
time, developing each time and becoming moTe and more organized.
Aecording to Japansse offieciel reports, +he mmber of strikes occur-
ing in the year, 1938, was 1050, involving 56,000 persons; end in
the first 10 months of 1939, 955 strikes were registersd, involving
80,000 participants, TIn 1940 the movement was intensified. The »
Tapaness Press does not hide its amxiety, alleging *1%t is increasing-
ly difficult to etop the growth of discontent among the working

« Bays the Japansse nawspaper "isahi' - "such sericus and
dangsrous situation is unprecedented in the life of our eountry. The
sgitation among all classes of ouxr population is also unprecedented.
If this dengsrous situstion contimues to grow, we shall have to im=
Prison m largs part of our popalationm. Japan will not be able to

T e




UNITED STATES TREASURY DEPARTMENT

CONFIDENTIAL MEMORARDUH

Mugast 9, 1940

WHAT IN

To -pl.lh their "scuth sdvance™ policy, the Tokyo military
suthorities are DOW beginning to secretly recall their crack troops
from the China fromts to Japan for reorganization into a stromg
fores for the comtemplated imvesion of the Netherland East Indies
and French Indo-China. According to the plan, part of the Japansse
troops not stationed in strategie places in China will be recallsd
to Jepen for this purpose.

Commnications received reveal the fact that the source of
trained soldier supply in Japan has gonsiderably dried up, and the
mmber of erack troops is deereasing day by day. Hence the measure
for recalling part of the soldiers fram China fronte to strengthen
newly-trained troops.

mhmmmwﬂnm:ﬂth sale and
shipment of oil and irom to Jepesn, the Japaness authorities decided
it ws necessary for them to seise the Netherland Bast Indies and
French Indo-Chine. They believe that it is necessary to employ &
strong army fores to halp the mavy in thelr fortheoming drive;

otherwise, the work can not be mccessfully done.

mﬂmm:qmm-ummmturmﬁ

considersble losses, will be abandoned for the m
. R
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UNITED STATES TREASURY DEPARTMENT

CONFIDENTIAL MEMORANDUMN

Magust 22, 1940

To the Secretary

FUPFET TROOPS ENGAGED IN EKTDHAPPING

The Nanking puppet troops mnow stationed in Nantao (Chinese
city of Shanghai) snd West Shanghai (so-called Bad Lands), under
the camend of Ting Shih-shan ( T 44 .y ), ere camposed of
bandits who were mctive in Pootung (aeross the Whangpoo River) inm
the past. Since they were recruited and reorganized by the Japane se
Special Service Organmization into the so-called "Peace and Fatiomal
Sslvation Army", they have become deeply hated and feared by tha

Chinese people for their depredations.

Investigation conducted reveals the fact that the lesders of (

this gang have established several secret organizations on Tu Yuen
Rosd (Bad Lands) for the sole purpose of recruiting the great and
amall rascals of this eity to aot as their agents.

It is lsarned that many of the kidnapping cases of recant
occurrence in the International Settlement and French Concession
were plannsd and executed by these puppet gangs. They usually econ-
fine the abducted persons in their Yu Yuen Roed headquarters and
later secretly transport them to Pootung, where they either demand
exorbitant sums of momey for their releass or just vicicusly murder
them. As a precsutionary measure agaiust truth leaking out, which
wuld, of course, spoil the prestige of the puppet army of Wemg Ching-
wei, the kidnappers usually kill the abducted men even afier their

fomilies have paid the demsnded sum of money for their relsase.

e B Wil rlacn—
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UNITED STATES TREASURY DEPARTMENT

CONFIDENTIAL HMEMORANDUH

Magust ZB, 1940

Recently details concerning the piraecy of the British stesmship
*Shenghwa | 3{?,% ) off Hinghwa Haxbor ( A% AL 75 ) of Fukien
Provines were reported. Further inquirids reveal the fact that
Jepaneso were involved in this case.

As previously npur:tld, the Japanese Naval authorities have besn

organizing bandits and pirates along the Fukien coast, and the mumber

of man recruited has *-n increasing day by day. BRations and pay for

these men sre to be supplied by the Japanese, the eost of which is
sstimated at 300,000 Chimese Dollars per momth. As the Japanese Navy
dmummtnuhnw“ﬂfﬂﬂl‘“lﬂlﬂ'ﬂ-m“
mittﬂﬁﬂmmﬂutummlﬂimrmlﬂﬂuﬂl.m y
those flying the Germsn and Italian flags. The pirates sre sllowsd to
mﬁlﬂrhlmmmrmtuumhuun#mmm
pay, and at the seme time will so terrorize foreign shipping that naviga=
tion along the China eosst will become hazardous and unprofitsble.

A Chinese pessenger,who was kidnappsd on the 5.8."Shenghwa" and
sibsoquently released and Feturned to Shanghai, steted that the Jepenese
wore the chief perpetrators in this piracy. He stated that he observed
Jepenese, disgaised as Chivess bandits, engaged in directing the Ohiness




1ssdere of thess bandit troops whils he was detained in the bandit's
stronghold. Thewe Jepaness Da¥s Besn astive in the ecastal regioms
,fnuummm-mu-.ﬂmwu.
ﬂﬂﬂﬂﬁhfm-

k_ni W
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COMFIDEMTIAL MEMORANDUM

Mgust 24, 1940

To the Secretary

WHAT THE JAPS ARE SAYTNG

In s commnication from Tokyo it is stated that the work of
organizing the "One Party Government" is progressing slowly but
successfully. Prince Konoye will make a public announcement at the
snd of August, 1940. After the "Dictatorship" Government ia fully
completed it will be turmed over to ome of the Princes of the Imperial
Household in opder to forestall intermal opposition and strife. A
coamittee of 30 persons has been organized to perfect the details of
the "One Party Government®. This conmittes is divided into sections:
Political, sconomical, parlismentary, cultursl, youth, propagands,
ete., and is composed of the following persconneli

Representative of Government - Prince EKonoye

Minister of Inner Affairs - Yasai

¥inister of Justice = Eeaaknaysa

President of Planning Boerd - Hoshino

Sec. Qen. of the Cabinet:- Tomite

Mrector of the Law Dept. - Murasse

Rep. of Diplomatic Bureeu -  Fusanosuki Euhara

Vakuheli Hakadzima
Onedzo Masda

Kloashi Adzabu




gop. Selentific Burean =
Bap Ipdustrial Buresu =
fap. Cultural Buresu =

Rep. Outeide Buresm =

Dsusn Hotzumi
Hiroshi NHassu

Iotaru Bsngoku
Takuo Godo

Cicabe
Ennosuke Furuno

Nobumsssa Buenug
Tiuhissa Fudmuo
Tossio Shiratore
Raosuke Goto

Oount Torlassu Arima

Five representatives of the Army and Havy will also be attached to

the Committee.

h.m,ww




UNITED STATES TREASURY DEPARTMENT

COMFIDENTIAL MEMORANDUM

Mganst 24, 1940

To the Secretary

STGNIFICANCE (F THE ASSASSTNATION OF CHEN KUO-LIANG

Mr. Chen Euo-lisng ( f_i |a~. 'f?::‘ ), technical expert of the

Ministry of Commnications of the puppet Nenking Government, who was
sssassinsted st his residence, Houss 4, Lana 41%, Yu Yoen Road, on the
morning of August 18th, was considered lacking both in knowledge and
technique. Although he was a retumed student of Germany, sinee his
return to China from Germany he has not succeeded in any undertaking
ccemonsurate with his education and training. For saveral years he was
s minor politician connected with gangsters engaged in blackmeil as a
meens of livelihood. As a result he lost his standing in Chinese
circles and was despised even by his evil associates. Finally he went
to Fongkong where he lived a "hang-dog" existence for & considerable
length of time.

A8 soon as Wang Ching-wei started his Feace Cempaign, Chen Kuo-lisng
lost no time in joining the traitor. Becsuse of his ‘sloguence, he won
the trust of Weng and was subsequently given a post in the Henking
regine as "technical expert” im the Ministry of Commnications., However,
ke did not actually work in the Ministry, ut was assigmed by Wang to
undertake the reeruiting of gangsters for Hanking.

Some three or four months ago Chen convinced Weng Ching-wel that
he was able to penstrete into Kwangsi and buy over the important
military lesders of that provines to join the Feace Campaign. Wang
gave him some $30,000 and sent him to South Chins to ceryy out his

Bctivities there.




It was true that Chen was at one time & sort of protege of both
Gen, Lee Ctung=jen end Gen. Pal Clmng-hsi. But owing to his corrupt
prectices and unrelisbility, he had long ago forfeited the friemdship
of these Dwmngsi leaders. Conmsequently, after epend ing several months
of lumurious living in Hongkong and Kwangtung, Chen returned to Shanghai
brolm and without amy tangible results for the large expenditure of money.
wang Ching-wei became furious at his duplicity and secretly instructed Lse
ahi-chun | /E =+ ﬁ'fr' ), Director of the Political Polies Buresu, and
gangster in chief of the "Badlands™, at 76 Jesafield Road, to murder Chen.

The assassination was successfully eccomplished and in order to em-
barress and attamck the Shanghai Municipel suthorities, they shifted the
responsibility of this erime to the local Chungking Specisl Serviee offi-
cors. As a means of camouflaging the erime, the loeal Central China Daily
News, Wang's mouthpiece, devoted much space in this newspeper %o the assess=-
{nation of Chen snd Lee Shi-chun advertised a reward of §30,000 for the
epprebension and delivery of the assassin to the Political Police Buresu.

It is evident that Wang Ching-wei is determined %o assassinate dis=-
honest followers in the foreign areas of this city with a view to shifting
the responsibility to the suthorities of the International Settlement and
Prench Concession as & further excuse to seize the two foreign areas in

the future.

R b
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COMFIDEMTIAL MEMORAND UM

Augast 26, 1940

ymiral Vel (F2 3a3k 3 ), important Jepansse Bpecisl Service
officiel, and the leaders of the"New Euomintang Party,"Dr. Ho Shi-tseng
(45 4 2 ) and Mr. Chon Olmng=ful 7$ ¢ T ), bave veen cooperntively
opposing the enti-Weng Ching-wei regime and Peace Movemsnt. This opposition
has been developing dey by day arcusing great resentment and reaction on the
part of Weng Ching-wei. It is8 understood that Wang's group has recantly
secided to take the following steps against tha "Hew Kuomintang Party" (New
Feoples Party).

1. To diseloss to the Jepenese Jovermment suthorities and various
eireles that Ho Shi-tseng and Chen Chang-fu heve been secretly connected
with the Chifgking Govermment end have been plotting to commit acts unfavor-
abls to Japan.

2, To seeretly instruct Wang's Special Service Orgsnizations to murder
the important members of the "New Enomintang Party® ani shift the responsi=

bility of the erime to Chungking agents.

3. A telsgram will be dispatched by Wang directly to Premis® Pri p

from
Eonoye msking him to help in preventing the Japenese and Ho and Chen

earrying on their enti-Weang sctivities.

k. lae ghi-ehn { § + 7}, eunepter
Gendermerie mbout the questionm ﬂpﬁ.ﬁl‘tﬁiﬂlﬂihld
Wang group, and supervise the movement of its importamt mesbeTS:
8. ‘ﬂlﬂmthmﬂﬂlmhlﬁ_tﬂ-dth“m
“hﬂuﬂummm-pﬂnﬁumm-ﬂnnuu

the New Myomintang in the Hanking Govermment.




5. Efforts must be made to win over the lower rank officlals
of the New Kucmintang. They should be installed in positions with
the Nanking Govermment and paid high salaries so as to differentiate
thet group.

7. To closely wateh the movement of the important laaders of
ths Reformed Govermment group of the Nenking Government, such as
Chen Chun ( T £% ), lieng Bung-cht (4R (22 X ), ote.,
who are alleged to be unﬂtlr' connected with the Hew Euomintang.

Obpervers believe thet Wang's group will suffer a severe blow
{n their conflict with the New Enomintang. Moreover, it is predicted
that the Nanking regime will possibly cocllapse within one or two

montha time.

A R oot e —
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CONFIDENTIAL MEMONANDUM

Mugnst 28, 1940

7o the Secretary

TAPANESE AND WANG CHING-WEI CONIEMPLATE SEIZURE OF

LOCAL FOREIGN AREAS

It is reported from puppet inside sources that the Japanese and
Wang Ching-wei are now poeltively devieing ways and means to harass
the peace and order of the International Settlement and French Conces-
sion in Shenghai. In addition to secretly buying over the staff members
of various renks of the two munieipal police organizations, they are
now endeavoring to buy over the important lesders of the two municipal
police departments at a high price. The police leaders thus bought
over will be expected to organize the petty officials, constables and
detectives,under their respective command, {nto small groups to facili-
tate control of thelir sctivities.

The Jepsnese and Wang Ching-wei are planning to utilize these
police leaders to carry ocut the following functions after the above
schems is accomplished.

1. To instigate the policemen to eollsctively surrender their
arms when required.

2, When confucting mssassinations and kidnappinge on the streests
or in the victims' houses, the assassins and kidnappers of Wang's group
may freely comandeer the pistols of the policemen stationed in e
nearby regions,

5. If the demands of the Puppet Tegime, which will be presented

through Yu Siso-en, Mayor of occupied areas of Shenghai, are not sccepted

by the foreign municipal suthorities, the Chinese staffs and patrolmen




4—

of the mnicipal police will be incited to stage a largs-scale strike,
thus cousing the utmost confusion in the two foreign areas, and thus
provide the Puppets with an excuse to seize both the International
gettlement and French Concession.

It i& learned that the plot of the Japanese and Weng, as above
mentioned, has been developing satisfectorily end rapidly.

Feliabls information from enother quarter reveals the alarming

tact that the Nenking Goveroment has already dispatched 500 plain

slothes men, under the ccomend of Jen Yuan-tao ( 47- P ;_é‘ Y,

commsnder-in-Chief of the Puppet Pacification Army of Kiangsu, Chekiang
and Anhwei, to be secretly stationed along the boundary regions of the
locsl foreign eress, from West Shanghai to Nanteo. It is reported that
these plain elothes men will be utilized by Wang Ching-wei's force to

MR, e

iovede the forelgn areas.
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Angust 29, 1940

To the Secretary

BOUTING OF CARGO FOR GERMANY

cargo from the United States and other perts is now being
routed to Germany via Deiren to Manchouli instesd of to Viadivostok,
via Kobe, as formerly. Reason given is "that there is no rolling
stoock aveileble at Vladivostok.® The real reason for change of
routing is claimed to be on account of deliberate interference by
Japs in Kobe; there being mindreds of thousands of tons of carge,
bocked through to Vliedivostok, now tied up in Eobe. It is awen
claimed thet the Jeps are diverting some of this eargo to their ommn
U .
Recently the stesmer "Collingsworth" arrived at Shanghai from
the United States with spproximately 200 tons eopper ingots for
trensshipment to Deiren. The Deiren market normal yearly requirement
for copper is 50 tons. The stesmer "Agquarius® recently arrived in
Shanghsi from the United States Oulf ports with B70 cases "Carbon
Black™, also for treusshipment to Deiren. There is no market in Dairen i-'
for imported ™Carbon Black™, which is used in the memufacture of gas :
masks,

On Angust 26th Moscow cabled their egents in Manila to expedite

offers for vessels of 8 to 9,000 tons to lﬂﬂﬂqllﬁi_m lﬂ-l?’.
mgist 29, 1940, Moscow cablsd agents in Shanghal o uae their utmost
'mumm:unmh hrjm_‘l lﬂﬂl[,ll 7,000
tons of sugar at Puerte Chicama (Peru) g-w wgigar® iz

this cass probably means copper. Bvidently there is a shortage of

"tonnage” throughout the world when it becomes pecessary Tor Moscow

to sesk offers in Shanghsi for Scuth Americen #lr#-\\_. “ Mw—
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CONFIDENTIAL HE=DRANDLM

fMagust E9, 1940

To the Secretary

THE SOEROW OF WANG CHING-WEL

According to puppet inside circles, Weng Ching-wel is now
axtremely pessimistlic over his present cereer beceuse of the follow-
ing reasQnel

1. Ho result hes yet been reached in the so-called "Sino-Jepanese
nogotietions®, which have been teking plece in Nanking during the past
five months, Weng Ching-wei told his friends thet the terms presanted
by the Jepansse repressntatives, during the discussions, were 80
severe thet he dere not eccept them. Hs said the ettitude of Gen.Abe,
Jepanesa Ambagsador to the Nanking regime, is as strong as ever. It
is interesting to note that after Frince Konoye beceme Premier of the
Jepanese Cebinet, Weng's group wes exceedingly optimistic,in the belief
that the negotistions of the Bino-Jepanese pact would be greatly sim-
plified. But, to the dissppeintment of Wang, the new Japenese Premier
EppesTs to be not as sympathetie toward Wang's group &s heretofore.
Moreover, Konoye expressed regrets that he hed promoted the establish-
mest of the Nenking Govermment in the past becauss he is now canvinced
that Wang's group has so far doume nothing for Jepsn and is more of &
hendicep then a help in their efforts for real peace betwean the two
countries. Therefore, Premier Konoye has bean purposely prolonging the
Sino=Jepaness nogotiations in Nanking.

2. The various parties of the Nenking Govermment heve been com=
peting with esch other in trying to secure more power in the Fuppet set-
up. In fact, the officials of varicus yuans and ministries of the
Nenking Government have been devoting more of their time and efforts

to competing for power and influence than in the performance of their




afficisl work. pefore he mssumed the leadership of the Nanking regime,
gng thought he could score gigantic results as hesd of the Fuppet Govern=
gant. But he finds the atmosphere entirely different. He discovers that
there is no chance for him to "do his stuff.”

s, Wang's group originelly desired to organize & strong militery
rorce as a means of meintaining their position after the Sino-Japansse
eonflict is coneluded snd peace restored. But, up to the present, dus to
the opposition of the Jepanese, Wang's dream in this regerd has not come
trus.

4, In eddition to depending om Japen, the fundemsntal international
poliey of Weng's regime hms been pro-German, Ttalien and Spanish, and anti-
British, Americen and Russian, which is, more or less, also the foreign

policy of Jepan. But, owlng to the fact thet Jepan has not been eble to

conclude the Chins imcident, she has not yet mesde clear her foreign policy,

thue esusing Weng's Govermment to hasitete in adopting its gtend., Wang was
anxious to negotiste m commercial treaty with the Spanish Eccnomic Inspection
Mission which arrived in Nanking on August opd. He was prepared to offer
spain every opportunity to trede in Chinma to {nduce Germeny, Italy snd

Spain to enter into diplomatic relations with the Nanking Govermment. But
this project was rejected by the Japanese and Weng's schems was, therefore,
frustrated.

The above mpe the chief reasons which cause Wang's pessimimm. Further-
more, there are still many factors ceusing him considerabls sorrow; such as
the enti-Weng Ching-wel movement recently leunched by scme of the Japanese
military losders, the deficit of his Govermment's sxchequer, and the
hopelessness of sttaining direct comtrol over the North Chins, South China,
and Henkow regimes. Lately, Weng's group has besn informed thet Japan and
Chungking sre now secretly initiating pesco negotistions in Hongkong. ‘Though
thls information could mot be confizmed, yot it has caused greet anxiety

in the renks of Wang's regime. ;
N R. W
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Cotober 1, 1540
2:40 p.m.

Arthur.

Yee, Henry.

The meeting was much elmpler than what I
thought 1t would be.

Good.

The part that concerns you was and thie 1ls -
the firat part I'd like you to keep a secret
or there'll be a hell of a bust about 1t -
they want to stop all commercial bullding of
transport planes, which would be good.

fee.,

That's No. 1. No. 2, on the Consclidated
4-engine bombers - have you got a pencil?

Yes.
Hello.

Yee. Well, Jjust one second, I've Jjust got
to get a blt of paper.

Right. (Pause)
Hello.

During October and November they are propoelng
to give you 6 B-24'e.

Good.
Then from November to April an additional
50 go ag near as 1 can make out that gives

you better than one-and-one. I've got the
figures here.

Anyway it's subetantial.
Hello.
Anyway 1t's very substantial.




Now what they want in exchange are 120 Wright
Cyclone englnes.

120 Wright - do you know the number?

They didn't give 1t.

Well, Cyclone le probably enough.

Well, General Brett will be here at 3:30,
and thie 12 a memorandum from General Mershall
end hee all thelr approval and then they're
doing & handeome thing for you on the bomb-
elzhts. They're going to make avallable 40O
Sperry bomb-elghte whlch are on hand and the
other 97 whlich are on order,

Ariother 97 on order.

1 and they'll take the more recent ones,
think it'e a pretty good deal.

sounds pretty good, I agree.
Wnat?
Tnat sounde pretty good, 1 agree.
I think 1t sounds damn good.

I quite agree.

#ell, you take a look at 1t. Brett will De
I

nere and I'd like te give him & yee Or no
when we meet You can ssk nlim more detalls,
but as near ss I can meke 1t out my Ilguree
ehow that on the Y-engine bombere the Army
wee to get 53 between now and June 30th.
Hello?

ies,
Ané they're giving you 26 of those.
Yee, that's pretty good.

And they're giving you slx right away.
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Yes, quite. I think that's splendid.

Hello.

Splendid.

30 you get your own beslde, I mean, if I
understand it correctly and I think if it's

the way 1t seems on the surface, my recommen-
dation 1s I'd take 1t.

Yee. Yes, it looks right. It locke abeolutely
right. I'd 1ike to have a word with Falrey
but I think 1t looks excellent.

And they ask nothing elee, none of the otner
englines.

Soo0d work!

85 that'e all they've asked for.

Well, I don't thlnk we can object to that
at all.

No, and you get 137 Sperry bomb-sights.
Yes. I mean, after sll, it seems lo carry
sn Lte face on ite own recommendation. It
gounds excellent to me.

Take a look at 1t and be ready at 31 30.

Thank you very much.

Thank Yyou.




Cetober 1, 1340
2:75 p.m.
Hello.
gegretary knox.

Hello.

Hello, Henry.
How are you?
Flne.

Frank, in regard to thle Coast Guarcé Lutiler
golng to Liebon, one of your officers got in
touch with Admiral Waesche Saturday and there
seemed to be & change as to who was to give
sur orders, and he got the impreeelon that
the Navy nad sort of withdrawn from the
~leture and I wondered whether that was right
OF aaia s

The Mavy had withdrawn?

Yeah.

Oh, no. Now, let me getl ahold of Stark and
see. I gave him the lnstructlons as s00n as

I got back from the Cabinet meeting.

Well, Admiral Ingersol wae The man who
talked with Waesche.

And what did Ingersol eay?
Well, I got the lmpreesion that we were 1o

go over on our own and thsi the Navy sort of
washed i1ts hands of 1t.

Well, let me get hold of Ingersol and call
you back, Henry.

Could I Just meke this suggeetion?

iles.







October 1,
3:15 P.m.

Hello.
Congreseman Doughton.

Hello.

All right.
Bob?
Yes, s8lr.

Well, I Juet want to tell you I thlnk you did
a swell Job.

Did pretty well for a man who had sold out to
Clay Williams, didn't I?

(Laughe). Well, I hope you don't hold that
against the Treasury.

I don't hold that against you nor the Treasury
elther. That was & dirty Job of somebody -

I don't know who, but I want you to know that,
Mr. Secretary, 1t'd take a great deal to
dleturb relations of the kind - friendly,
affectionate relations that have always
exleted, and they're in exlstence at thle

time, between you and me.

Well, that's the way I feel and it'll take
more than a story like that to come between
us.

Yeah, I1'd have to know eomething myeelf and
1t'a have to be the truth, which I never expect
to know. If you have any complaint to make
nrdmu, 1 ghould expect you to send for me

an

Well, I don't think that day will ever come.

I don't think so either. Well, I think we

ig: by fine. It was the hardeet Job though.
t wae the most difficult task that I have

ever encountered, I want to 8ajy that. It had

80 many difficultlee at every turn of the way.

p
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Well, I don't know what we'd have done without
you,

Well, I thank you. I dld keep the boys at
work and try to keep down dlscord - tried to
adjourn and blow up two or three times and
throw 1t out the window, you know, and every-
thing else.

Yeah. Well, 1t tock a wige old head like
yours.

Well, I thank you - not so wise, but I tried
tc do - I've done my best, given the best I
had and I want to aseure you lt hae in thls
cage, a8 in all othere, been a real pleasure
to work and cooperate with you and your
etaff. Sullivan's fine. I don't always
agree with him perfectly, but he's a man of
charaecter and he's a man of fine abllity and
he's just all right. And Tarleau was Jjust ae
good ae he could be. Your boys are all all
right down thera.

Well, thank you. I hope to see you eoon.

All right, thank you very much. Thank you
for calling.

Good-bye.
Good-bye.




OCctober 1,
3:25 p.m.

gK.Ir Hello.

Operator: Congreessman Cooper.

H. M. Hello, Jere?

jere
Eﬂumr: Hello, Henry. How are you?

EM.dri I'm fine. I just didn't want to let the day
pags without telling you how muech I appreclated
what you've done for months.

Well, thank you, Henry. . That's very kind.

I ewear if it hadn't been for you, we'd of
been all washed up and through.

Well, thank you. That'e very kind. I worked
mighty hard on 1t, Henry.

I've followed it from hour-to-hour and the
boye say that you've been a tower of strength
and that if it hadn't been for you why we'd
of just been weshed up and flnlshed.

Well, thank you. That's very kind and I
appreciate your kindnese in calling me. I
worked mighty hard.

I mean that from the bottom of my heart.

Well, I know that and I do appreclate 1%,
Henry.

The boys eay you were perfectly magnificent.

Well, by the way, I want 1o tell you now

that I've worked with lotes of representatives
from your Department, but I've never found a
man yet that was more valuable to me than
John Sullivan.

Well, I'm glad to hear 1t.

He's done a wonderful job, and Tarleau and
Blough and all those bDoye worked with him
and you're fortunate and the country 1e
fortunate in having them there.
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Well, Sullivan felt pretty low there about
a week 8ago.

Yeg, I know it. We've had a hard fight,
Juet a hard, hard fight, but he's done a
wonderful Job.

Well, we were kind of all of ue, that le,
you and the Treasury - at least, we were
gsort of out on the end of a 1imb and we
dién't know from hour to hour where we were,

That's true.

But I guese that consldering everything we
got a pretty good bill.

I tell you I'm mighty well pleased. It'e far
better than I thought we'd ever be able to get
and the only way in the world we did get 1t,
we just abesolutely held the line and Just

kept filghting every inch of the way.

Well, you were in charge of the front line

trenches. (f

Well, thank you. That'e very kind.

* Hope to see you soon, Jere.

Hope to see you, Henry. Apprecliate your
calling. Thank you so much.

Good-bye.

Good-bye.




October 1, 1940

gtimson gave me the ettached memo today. I told him
rat 1 thought it was all right but that I wanted to study
¢+ gnd I would have the English over here at 3:30 if he
ould send General Brett.

For the second or third time, Stimson did something
shich I wasn't very crazy sbout. When I sugzested that we
ret together as often as difficulties come up between the
Enrlish and the Army and Navy, he seemed to resent it.

He said that he had had Sir Walter Layton at his house,
who was intimate enough with him to be one of the two
outsiders at his seventieth birthday in Englend, and that
Leyton seid he couldn't go into the whole situation with
him because the President told him to take it up with

e, This seemed to rub him a little bit the wrong way.

When I made my offer of meeting with them as often
es necessary, he seemed to back away, so I said, "Now
look. I have lots to do but the President has asked me
to do this thing, and if you feel I can't be helpful
T would be delighted to drop out of it." He said, "No,
quite the contrary. You have been very helpful not
only along these lines but also on other questions.”
Fut this is the second or third time he has acted like
that.

Stimson then sald it wasn't me who bothered him so
mich but he felt the President went off half-cocked, and
that he didn't give General Marshall and some of the
other Generals a chence to be heard. So I piped up and
said, "Well, you know General Marshall remarked Friday
when I sew him that he hadn't seen me in some time."
I said that T used to see General Marshall quite frequently
but I added, "Since you have been Secretary of War I don't
feel that I want to go around you."

~ He finally said that he really didn't mind a lot but
fie would like to be present at the conferences. So I said,
Fine." T said I wished he had been present this morning
when General Strong gave his report on the situation in




the world as he saw it. Patterson also said that he wished
thet T would continue. So finally I said, "If I can't make
things easier for you, I don't serve any purpose, and I
sant 1:5 again remind you that I have ]_:llenijr of other things
to do.
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120 H:-ighﬁ Cyclone engines with which we can power approximately
20 B-17's, which would otherwise be in storage due to engine
shortame.

From November to April,
We defer:
Delivery of 20 additional B-24's as follows:

Approximate delivery ratic
US to British
. B-2L's All types
Month L a
Novw
Dec
Jan
Feb
Mar

Apr

BOMB SIGHTS
e make available:
40 (old design Sperry) from stock - obsolete - . . |
97 (old design Sperry) muﬁw—hhdﬂuﬂdrarmﬂmdmt;ﬁ

Improved sights after November 1941. If additional facilities
mmﬁd-fthlud-uﬁriﬂmhlﬂnhipﬂllﬂl.

After April 1941 a new adjustment on delivery of heavy bombers &
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that time,

CONFIDENTIAL

E [ Al
R R
L - 4 F-r_'.'l .‘\ llhj._ﬂ' g

it

..l._r. }'. & _"r \ r'_.*. 5 e
Ty Rl

i L - -IJ-
N

R S




o

Freesenti

Cotober 1,
3430 p.m.

o¢ BRITISH PURCHASING PROGRAM

e, Purvis
Mr. Falrey
¥Mr. Oray

Mr. Mansell
General Erett
Ya)or Lyon
Mrg., Klotz

I had lunch todey with the Secretary and
Ageletant Secretary of Wer, and he gave

me this memorandum, which I think I under-
8tand. Thle 18 what I started with, Genersl,
and I mey be wrong. The sp-celled B-2U,
four-engine bomber, my figures which were

s8 of September 14, ghowed thrt the Army
would receive 53 up to and including June 30
and that the English would receive up to and
including that period, 4l1. Thelr first one
would come out on the first of February.

Yes, we heve those figures. e have the
figures right here.

Now, Just teking those flgurees, can I super-
impose thie onto my table? How would you do
that?

Well, except thet your figurees don't correspond
with ours.

Ch.

That 1s where the trouble is. In other words,
our figures under our deliverlea, you gee,
don't quite correspond with the flgures thet
you show in your charts.

Well, eould you do it for me thie way? Let




Furvia:

HM.Jr:

y

-

me stert with the Army under this proposal.
You are down for three in September. Have
you got that there?

Except there weren't three in September.

All right. In October, how meny under thie
program would the Army get?

Under t he proposal how many would actuslly
be delivered for the Army?

Well, let's talk of actual deliveriles.

We expect to get three B-24's in Ootober.
And how many for the English?

And --

Excuse me just a minute. This is our preeent
combat plane. This is a cumulative figure.

Fhil, supposing you sit over next to
General Brett.

You and I will change places..

Fhil, look over their shoulders, if he doesn't
mind.

I am waiting for you boys to get together.

The reason for thie, Mr. Morgenthau, our
schedules have been changed very recently

‘fg a result of certain sccelerated schedules
r accelerated provisions, thet have been put
in the preeent contract.

Well, just in October, how many does the Army
oropoae?

The total produectlion, sir, ies three. 1In
October the Engllish get all three.

Now, walt a minute. On this line the English
would get three?




Brett:
H o d i
Brett:
Ho M. I
Bretti:

H.M.Jri

Hrett!

H.X.Jr!
Brett!
He Mo

Aratt:

He M, Jp:
Erett:

_3_

Three in October.

And the Army would get --
We would get none.

Okay.

And in November. --

Exc$ge me. That three in September you didn't
get .

We didn't get those, no. In November the total
production le seven. Of the seven, we get two.

Two.

And the English get five.

Fifﬂ-

In December the total production 1s six, of
which we get three and the English get three.
Now, by December, that gives the Englieh a
total of 11 mirplsnee, cumulative.

That ie right.

And we get a total of filve.

That 1s right.

In January the total productlon 1s seven,

of which we get two and the English flve.

No, walt a minute, of which we get four in
January and the English get three. In

February the total production 1s elght of

the B-24, of which we get four and the English
get four.

Now, in addition to that, they get one LB-30.
That ies thelr equivalent to the B-2U.

Dup the month of February they would get
a t::Ei of five of these large alrplanes.




H.X.Jr:

Brett:

H.X.Ir:

Eratt:

Hoe M. Tp:

Brett:
Purvig:
Brett:

Ho M. Jr;

ER V0 o

Now, I have got %to ochange this. They would
get five and you would get four?

Yes, air.
Is that right?

We would get four of the B-24 and they would
get four of the E-24 and one of the LE-30.

In March, the total production of the B-24 1pa
eight, of which we get four and the English
get four. In addition thereto, there is the
total of the LB=-30, which will go to the
English.

80 they would get seven?

Yee, sir, they would get four of the BE-24 and
three of the LB-30. >

S0 they would get seven?

Yes. Now, in April the total produetion of
the B=24 18 8, of which we get four and the
English get four. Then there are seven LE-30's
manufactured that month, all of which go to

the Englieh. :

That would be eleven.

That gilves them at the nﬁﬁ.nr April a total
of 26 B-24's plus thelr own eleven LBE-30'e,
giving them & totel of 37 of the large airplanes.

ell, putting it another way, thro that period
are actually giving up how man

We are actually glving up =--
Twenty-six.

We are actuall ving up 26 B-2l's and we are
only getting Ei ﬁzll-"-.

Up to that point - you are getting 217
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Yee, alr. Thst 1a to the end of April.

And they are getting --

Twenty-eix. In additlion to that, they are
getting eleven of thelr own airplanes.

Twenty-six and eleven?
Ye By sir.

They are getting 26 that they wouldn't have
gotten if this proposal dldn't go through?

That 1s right.

And then after April they go to thelr own
nroduetion, which would be 14 and 16, ie that
right?

Yes, sir.

Well, Mr. Morgenthau, those figures are correct
ae scheduled.

In May they would get 14 and you would get 10.

Yen, air.

hgd in June you would get 10 and they would get
16.

That is correct.
In both casea, ours being LB-30's.
Yes, sir.

But in this provosed deal, they get 26 more
planee between now and the first of May than
if the deal doeen't go through. Right?

Thet 1e right, eccording to our figures.
&

Thet 1s right.
h 5

=
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And in exchange for which you are asked to
release 120 Wrighte. I don't know which one
it 1s.

It is the Wright G=200.

1820.

1820, G=-200.

which equales how much horsef?

It 18 a thousand horsepower class, 1,150.
We called 1t 1,200 this morning.

Well, there is your proposal, gentlemen.
Now, Mr. Falrey --

I mean, that makes it perfectly --

Done,

Make 1t 120 instead of 110. They Just zave
them ten.

Brett: The ten are part of the 120.
E.M.Jr: That shows they are gentlemen.

Brett: We ssked for a rush on that because we had these
B-17's lying idle.

Purvig: We tried to reepond to the rush.
Falrey:  How does this react to the rest of our situation?

:'3-]":.|II"': Juet one second. Hﬂ", do I uﬂd'rltlﬂﬂ that
Mr. Knudesen knows about this?

“rett: My understsnding 1s, sir, that he does. Thie
has been worked right through Mr. Stimson’s
office and Mr. Patterson's office. Thlfl.."l‘ may
be a 1ittle further dicker on some 1l830's.

What 1 that?




Bretti:
Hl H‘Jr‘:

Brett:

He M. I

Brett:

B M. I

Fairey:
Purvie!

H. M. Jr:
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That ie another type of engilne.
But thie 1s the officlal data on thie?

Yea, slr.

In other words, for 110 engines, you peonle
give up 26 of the mo-called B-2h between now
and May lst?

The deal 1e on 120 engines, of which they have
very kindly ehipped us ten.

Before we go on another deal, your anewer ias
yea?

Yea., It ie more than yes, 1t ls yes, thank you.
I have been walting for that.

Tt looks to me me if with thie thing going
through now you have got everything thst you
have agked for for the moment.

As Mr. Fsirey knows, we are still dickering.

He is trylng to helr us ocut on some 1830's

that we are talking sbout with an idea of

slight conversion or shifting of engines between
airplanes so that we could get - meke up &
shortage that hits us right after the first

of the year.

Do you want to talk about that now or not?
If I know what englnes I have to dicker with.

Well, Mr. Falrey, all I can tell you is that
I had lunch with Mr. Stimson and Mr, Patteraon
and as far mae they know, there ien't enything
else that the Air Corps wants right now.

Well, we are worried nhﬂuthzgasaiata:ng nn;,
I etill keep on pressing that po . e
are very worried about a shortage of 1830's
which we anticipate will come into the plcture
shortly after the first of the year. At

L]

J




- B =

That evidently haen't reached Mr. Stimeon,

Is there any number in your mind on that,
General?

About 269.

What do you want to glve them in e:cﬁﬂnge for
that?

Well, that 18 a part of thls general dioker,
slr.

It is not on this paper.
Well, we are kind of holding this &8 --

Mo, I am going to call up Patterson now and
Stimgen and tell them thie 1s closed.

Well, we were hoping through our extreme
liberality in this connectlion that we were
golng to get & 1little help on these 1530's
later on. I don't know what Mr. Stimeon has
arranged on thia.

This wae his proposal for these englnes, and
I am golng to eall him up now, but what I dld
tell Mr, Stimson waas this, and Mr. Patterson:
I sald, "Now, look, in time the Army hae a
diffioult propoeal. I am authorized to say
that if they will eit down with the English
representative, they will do everytnlng they
can to meet them more than half way." That
wes the reeunlt of our talk this morning. 1r
you need A specilal thing to get you over, they
sre ready to talk. Is that right?

That 12 the answer.
Ien't that right?
That 1s the anawer.

Am I overstating 1it?

No, certainly not. We recognize that this 18




Parvie:

Eratt:

de M. It

-9 =

a pecullarly good adaptation of the idea.

How, Brett, they will eit down and talk with
you.

We never had any difficulties.

Let me call up Mr. Stimson. He is very much
interested 1in thie.

And naturally, everything they offer on the
bomb sight, you will take?

Yes. I hardly dare to even mentlon 1t.

Well, I think they ere belng very generous on
the bomb alghta.

So do I.
You are going to pick that right up, aren't you?
Yee.

What they are offering 1ls what they call the
old deeign Sperry from stock, obsolete, to be
traded in for more modern types and the 97 old
design Sperry on order, to be deferred for the
mar € modern typee.

May we know what dellveries the 97 have, roughly?
I have no 1dea. I think they begin in rather

heavy muantities right after the firat of the
year. That is my remembrance.

If I may make & little request, Just so big, I
would like very much to see theee bomb elghte

go into these four-engine bombers. I mean,

for every four-engine bomber you get, I would

like to reserve one of these Sperry bomb slghts,
because that is what my whole conception originally
was,
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Purvis:
Mansell:
Purvis:

Manaell:

H.M.J s

Mangell:

brett:

il

1 very much want to see this Sperry bomb sight
go into the four-engine bomber. Do you think
you could accede to that?

My, Mangell, ig that ==

IEE; thﬂt ‘H‘ﬂ‘l.llﬂ. be I.'I'.ﬂ'lllltl!t-

That sounds the sensible thing.

that 1s the right answer. That 1s the type of
bomber we wanted them for.

It 1e?
Yea.
That scheduled dellvery on those bomb sights --

(Telephone conversation with Secretary Stimson
followa: )

. Wy E I By s -
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He sald at lunch, "I have got on my war paint.
I don't want to talk anything about when do I
get my engines." Bomebody certainly sold him
a bill of goode about flyilng these boats down
there, taklng the englnes down, sending them baok
to SeAttle, and 1t pretty near had Stimson erying.

He should ory, because thaet is what they have
been doing, Mr. Becretary.

Maybe he did 1t once.

No, sir, we have three planes sltting down there
wlthout & eign of an engine in them.

And you flew them down --

We flew them all the way from Seattle to
Sacramento. We then pulled the engines, pukt
them in a transport, took them back to Seattle,
and flew the other alrplanes down the samé way,
and we have done that three times.

Ho.Jr: Why do you take them d there?

Brett: Becsuse we have no storage sprce at Seattle.
Oh, thie 1s true.

HYJr: - "1t la.a good story, anyway.

Brett: The delivery on those O-1 bomb sighte, we anticipate
theentire 97 will have been delivered by the end

of January.
Purvie:  Thank you very muoh. That is 19K1, s 18%°

. ,

HaM.Jdrs No, January, 19""1' ﬁ 3

L &

Purvie; Thank you very much. It was so go 'ﬁhﬂﬁh‘?
it might be 19k2. -

(Telephone conversation with Mr. Knudsen followa: )
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Mansell:

Ho M. Jr:
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He saya if you are havpy, he is happy.
Good work,

S0 everybody is satisfled and seriously, while
you have got these fellows here in the room,
have you got anything else?

Well, Mr. Falrey knows very well we have a very
bed situation on the 1340's, the tralners.

Nell,;I gather that hae got to be bettered.

Yea, sir. I think 1t is working up e little
bit. That 18 why 1l mention it. It is a very
nreeaing situation, but 1 think we are working
on that now.

I was walting to eee the final figures, but
I gather it 1ia a lot better.

Coming basck to the bomb sight, 1a that agreeable
to you (Mansell) to put this bomb eight in the
four-engine bomber?

That is what we wiegh to do. We were reserving
them, if we could get them, for these bombers.

It gives you plenty of bomb sights, but you
will reserve them for that?

For thie purnose.

The other thing, might I take the liberty of
suggesting thet the Army and Navy and Englieh
migslon try to dp a Job on Consolidated simllar
to what you did on Curtise-Wright in Buffalo,
now that you know what you are going to get,.
that you try to get them to step up production?

Mr. Secretary, we have a very active committee
right now that is working on that.

On production?
On -tnulﬁrﬁisutinn.

f{'




Ho M. JTps

Hansell;

HM.Ir;

dangell:
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Well, look what happened in Buffalo and look
what you are getting there. You are getting
magnificent results. I don't know any other
place you are getting anything like it.

it was, of course, the Buffealo 1dea that made
us suggest that 1t be carried through on all
types of eq ipment.

Granted, but the point i1e Major Fleet comee in
here and sees Phil Young and he has four things
that he wante. Now, ae far ae I know, he didn't
get any one of the four. I don't know Ma jor
Fleet. I have never met him, but is there a
chance of glving him some help so that he oan
put on more peoplel?

I don't know, sir. The Navy handles Fleet,

Ie 1t the Navy?

He is = Navy concern, sir.

That 18 the Consolidated?

Thet is & Navy facility and Navy contract.
Except that you have got - then i1e it all right
ag fer as the Army is concerned if I try %o get
the MNavy and the English to go to try to atep
up production with Consolidated?

Yes, sir. e pay for acceleratling our deliveries
from the standpoint of overtime, but it is 2

Navy facility contraet. The Navy 1s responsible
for the inoreased facllitles.

Well, I #- when you get out there, nav® you got
any introduction to whoever the Navy offlcer ls
in cherge of Fleet?

No, I haven't.

Well, Philip, fix 1t up so that when he gets
there - are you going tonight?

I am going out fonight, yes.

L
(T . B




H M. Jrs

¥angell:

El HIJr:

Purvie:

Falrey.:
H. M.Jdre

Falrey:

To Los Angeles?

EH'-

Well, when you get there call up Forrestal and
tell him - will he be authorized to talk, on
the question of etepping up production?

My, Fairey, you can anewer that better than
1l can.

Oh yes. .

Or would you rather walt until you go youreelf?

I think, Commodore Mansell could do some valuable
preliminary work and 1f necessary I will go myaself.
But e he 18 going thie evenling, I will suthorize
him to talk on 1%.

Can I arrange a meeting which I would llke to

sit in on between you &£nd Knox where we take
Consolideted and gee if we can't push this thing?

With the greatest pleasure.

I talked about 1it.

Thank you very much.

I talked about 1t but I have gotten nowhere.

I think a program like that would be simply
splendid in all these companies.

It certainly worked with Buffalo.

Well, I think it is & very good meeting. I am
delighted, aren't you?

Very cdefinitely so.
Do you want to esk General Erett anything else?

No, I merely vant to thank him.

Whet is your command
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I get one of theee dletricte, Mr. Secretary.
which one?

I am looking for & gentleman's jJob. I think it
ie the Southwest. It takes in everything south
of San Francleco, 1including San Franoisco, and
comes Eagt as far os the Misslssinpl.

Sounds very nlce.

Thank you.

Are you leaving?

Ch yes, I have just been promoted, Mr. Purvis,

vongratulations. Does 1t mean we are going to
lose yout

I eam afrald so.

From that point of view, I am very sorry, but
from other aspects, I am very glad for jyou.

There was one other ouestion I wanted to bring
un, Hr. Secretary. Thet 18 the question - I
don't want to put any fly in the ointment of
this B-24 gitustion, but we are racking our
braine trying to find some way so that CGeneral
Marshall can meet the requirements of the law

on & certificate which he has got to slgn as

to the necessity for those alrplanes from the
etandvoint of national defense. Now, 1f anybody
over here could have any idea - he hasg to sign

8 certificete to the effect that these alrplanee
are not required for the national defenase.

Well, it 1e kind of late --

It 1g a law that was Just peesed on September 12.

I understood that thlis memorandum, according to
Mr. Stimsen, wae from General Marshall and he
wag delivering General Marshall's memar andum to
me.




Brett:

H M. T

Erett:

H M.JT:
Brett!:
uyon:
H.K.Jr:
Brett:
H.M.Jp:
Brett:
He Ko 02

Erett:

He M. J2:

- 16 =
Yea, sir. That shows what we can do and what
we Qru perfectly willing to do.
well, I don't know anything about any certificate.

And I jJust wonder, because we are working very
hard on thet legal phase in connection with that .

I will lend you Mr. Cox to help you.
There must be some wey.

We would appreciate 1it.

Do you know Cox?

Very well.

Do you like him?%

esn.

We will lend him to ;au. But thie deal 18
closed now, 1isn't it

Yea, sir, as far as we're concerned.

Because this 1s what Mr. Stimeon sald. "General
Marshall promiged you a memorandum on Tueeday."
Mr. Stimson says, "I am delivering 1t to you
because General Marshall can't be here."

Well, we have Eﬂt1tﬁ find the ways and meansa.
It is procedure, and it doesn't affect the deal.
No, 1t is Just purely procedure.

Well, I called up Mr. Stimson end this was his
propoeal. Now, they have accepted it in toto.
ﬂ:n they tell their home office the deal 1e
cloged?

As far as I can tell, sir. Nr. Stimson gave
you the memorandum.

That 1s right, from Genersl Marghall.

L]
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Now we have got to find a way to do 11; and we
are having an awful time, end I imagine we need
a little legal help.

Well, we will give you a little help.

I am golng to cable.

Quick.

I am going to cable.

Do you want Cox to come over to your offlce?

I think he had better be over to see Major Lyon.
Will you get them together?

Iﬂﬂp alr.
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HEAVY BOMBERS & BOMB SIGHTS
BOMBERS
puring October & November,

Tie defer:
Delivery of 6 B=24's to the British,

120 Wright (G-200 - 1200 H.P.) Cyclone engines with
which we can power eapproximately 20 B-17's, which
would otherwise be in storage due to engine shortage.

From November to April,

We defer:
Delivery of 20 additional B-24's as follows:

Approximate delivery ratio

US to British

B-24's All types
Month No. deferred U, S« ‘B  Heavy Bombers
Nov. & L to
Dec,
Jan.
Feb.
Mar,
Apr,

BOLB SIGHTS

we make available: -

40 (o0ld design Sperry) fram stock - obsolete - to be

traded for more modern 8§y - .
97 (old design Sperry) on order - to be deferred for
more modern type. :

Ve get: .
roved sights after

e urs provided tho
lote:= Aftep I'Pii}, odl |

oombers & bomb sights o

]




Oectober 1, 1940
%151 p.m.

Hello.
Secretary Stimson.

Hello.

Stimeon: Yes,

H.M.Jdr: Henry talking.
Yes,
I have the gentlemen here and they're simply
delighted with the propoeal and accept 1t
and will be glad to make the 120 englines
avallable.
Fine.
Hello?
Fine.
General Brett on hle own eays that the 10
that they made avallable Friday are part of
the 120,
That the what?
You know they made 10 .....
The 10 odd that you told me about.

Yeah, that would be part of the 120.

Thet'e all right.

And of course they're simply dellghted over
bomb-sight and they wanted me to thank you
very much and I think Mr. Purvie will want to
call on you and thank you himself.

The Presgldent?

No, Arthur Purvis.




Ch, yes,

He'Il want to call on you himeelf and thank
you.

All right.
They're simply delighted.

We'll smoke the pipe of peaoce.

Well, we emoke 1t continucuely don't we?
Bure.

You can take off the war paint now.

I can wash my face.

G._I..rﬂgndrbra. .

Good-bye. |




H M.JI

Operator:

H.M.Jdr:
Qperatol:

H.M.Jr:

H.M.Jr:
Uperator:
H.M,.Jr:

Wm. 8.
KEnudsen:

H.M.Jr:
K:

October 1, 1
3:53 p.m. g

Hello.

I had Mr. Knudsen but he h up. I'11 get
him rﬂq@mu'hluk. o .~

Oh, he hung up?
Yee, he did.

I'm sorry.

Hello.
Mr. inudu&n.

Hello.

Yeah.

Bill, Henry talking.

'Iﬂ"i

Mr. Stimson and Patterson were here for
1unnh,lnﬁ?brnught over a proposal that the
Englieh glive up 120 Wright Cyclone G-200
enginee and in exchange get & prior delivery
on 26 of these B-24's. :

Yeah,
Patterson sald he cleared it all with you,

‘but on account of my working eo closely with

you I wanted to do you the courtesy of calllng
you myself. .




Well, that'e very fine.

Ie that all right?

Yas, 1%'8 ...

Well, the Englieh are delighted and they
naturally are gelng to take the B-2
and give up the .....

If they are happy about 1t eo am I.
They're very happy about 1it.

All right, sir.

And it'e a deal.

Thank you very much.

But you're eatisfled.

Yee, sir.

Thank you, Bill.
All right.

B . il
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Oectober 1, 19l4D
k:13 p.m.' ?

Henry.
Yes, Frank.

That'e all fixed. I had a talk with Ingersol
and an order will go to Waesche right off

glving him all the lnstructione and everything.

And it wlll be under ,.....
Under the Navy, yeah.

Well, wae I right that there was some mis-
understanding.

No, you and I understood 1t exactly right
but evidently I didn't glve my instructions
correctly.

Oh.

Becauee whenever I find a man doesn't do
what I told him to, I think i1t'e my fault,
gae?

Well, I guese you're generous.

(Laughe). All right.

Frank.

Yes.

Wwell, I'1l tell 'that to Waesche then.
A1 right.

Now while I've got you can I Just have &
minute?

You bet.

We have just finished, annridantiallr.sﬂ deal
with the Army whereby they're giving 20 of -
these l-engine Consolidated bombers to the ot
English between - that is, 26 that they '““1f ¢
get between now and the let of April - let o




Yeah.

+++++ 10 exchange for which the English are
giving up 120 engines. The English are very
happy and the Army ls very happy.

Good.

But those englines go into their Boeings,
the oneg that Stimeon eeld he had no engines
for.

Yeah.

But now thie gives the Engliesh a blg elice

of Coneclidated both through PDY-5'e and

theee Y-engine bomberes, and I'm very anxlous
to see whether through the Navy and the
Englieh they couldn't step up production there.

Well, I waes out there and talked to this
fellow, Fleet, and he's a ball of fire. He
could do it if anybody could.

Well, here's the thing. Now, the English
have certain people here. How can I get you
and them together so we cen.talk over what
they can do because Fleet has been telling
ue the things that he needs and I don't
think he's gotten them.

Well, now, wait a minute, Henry. I'm going
to meet you at your office at &:30 tomorrow
morning.

Are you?
Well, that's what I'm told. I'm reminded I
have an appointment at 8:30 Wedneeday morning

with Secretary Morgenthau in his offlce to
discuss the question of priorlty.

Well, that's news to me.

Laughs). Well, I'll have to check on that.
ghu'Engrunﬂun auut came to me a few minutee

« 1 was ing to 8 est that 1f that was
tﬁ:u. ir rnusging that I'm right, why don't we
have a meeting of thie bunch at 97




Well, we have no meeting for tomorrow. I
have nothing on my calendar. I don't know
where you got that from.

Well, Forreetal gave it to me.

Well, that wae - we were going to - oh.
Well, let me check a minute with Patterson.
I don't think he wants a meeting tomorrow
but if he does - can I call you back?

Bure. And listen, you make a date tomorrow
for this bunch of British and I'll adjuet
myeelf to it.

Well, would 9 o'elock be O. K.?

It'd be O.K. yeah.

Irrespective of the other meeting.

Yeah. We'll get through with the other one
by 9 if we have 1it.

Well, I'11 have the British here at 9, and
will you come?

I'l; be there.

And with the idea of dolng something to
expedlte Consolidated. \

All right. Do you want me to bring Towers
with me? :

Who?
Towers, my aviation man.
I think it'd be ewell.

A1l right. I'll get Towers and bring him
along. "

Thank you.

"All- right, Henry. Good-bye.

;??Eﬁﬁifﬂl e
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H M. Jri
Cperator:
g M. Jr:

Bobert
Patterson:

H.M.Jr:
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Hello.
Pattarson.
Hello.

Hello.

Henry Morgenthau.

Yee, Henry.

Everybody 1e& calling up about thls meeting
for tomorrow at 5:30. Do you want a meeting
at my offlice tomorrow?

Hﬂl

No. All right.

I'1l reepond to any that's called, but of
my own initiative I have nothing to bring up.

Well, then why not let's walt untll we have
something. -

Right.
0, . K.
Yeg, gir.

I told Harry Stimeon that the English accepted
the proposal and were enthusiastic about 1t.

Fine.

Very much obliged and they're giving 120
engines, 10 of which they gave lasi Friday,

which are going to Brett.

Yeah., I think that's very constructive.
!h.yir; -1:E.? dnllgh%id and now anything

t where
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You bet.

But the English are
Fine.

Thank you.
Good-bye.




g, X.Jr:
Dperatol:
H.M.Jr:

Wm. 8.
Enudsen:

H.M.Jr:

H.M.Jr;
K:
H-H-Jr:

SRR ks WA Y T AT AR
i

Hello.
Mr, Enudsen.
Hello.

Thie 1s Bill again.
Hello, Bill.

We are golng to bulld some more engines, you
see.

You're golng to do what?

We're goling to bulld some more engines.
Good.

We're going to build 10,000 - 5 of them will
go to Btudebaker and the other 5 will go. te
Bulck.

What make?

What'e that?

What kind of "engines.

Oh, the Pratt-Whitney engines.

The 2,000 horee.

Well, the Studebaker engine ie the 2600,
you know that.

I see.
' 1
ther one 1s the 1870. Now that's
:;gttE: :ru short. The British will get
about half of these englnes, 8ee.
Half of this deal?

Yeah.

Thie ieg all news to me.




=RE

Yeah, we're short. They've been dickering
back and forth, they were going to tell us
how many they wanted and we Just got elck
and tired of walting eo we're golng to start
two plante for 5,000 engines each. Then
they'll get half of them.

You'll let them have half of them.

Yeah. Now what are we golng to do abcut the
plant? :

How do 'you mean?

Are they goling to put out some dough for the
plant?

I don't know. This is 2ll news to me.
Ie this going to be another Packard deal?

(Laughe). I don't know, Bill, you are moving
go fast I can't keep up with you.

Well, of couree, you know we have been flddling
around with this engine thing and we get '
deeper in & hole all the tlme - we begin to
ewap 10 or 15 at a crack, eee, and now we are
golng to get enough, see. We know we can

take care of these englnes.

Can I do this? Purvie ie in town, now what,
time could you eee him tomorrow and you can
ask him direct.

Yesh. I can't see him tomorrow because I'm

going to leave at 7 o'clock. I'm golng up
to Curtiss Wright and to Pratt-Wnltney, eee.

Do you want to see him tonight?

Yes, I'll see him tunight'if I can.

What tlme?

Any time you say.
Well, you fix the tint'lnd I1'11l have him there.




Well, luppullng he come nvnr here at &
o'clock.

At your office.

Yeah,

6 o'cloock.

I can have a talk with him, see.
I'1l have him there.

All right.

Thank you.

Thank you.

W
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October 1, 1340
4:53 p.m.

H.M.Jri Hello.
Operator: Mr. Purvie.
H.M.Jr Whot
E'p!]‘ﬂtﬂ!‘? Purvis.

M. Jr: Oh, yee. Hello,

Arthur
Purvie: Hello.

H.M.Jr: Arthur, Knudsen called me up and frankly
I don't know what the hell he's talking about.
He told me that he's Jjuet placed an order
for 10,000 more engines - alrplane enginee -
that he's glck and tired sltting around walt-
ing to hear from you people and then he
seid, i1s this going to be another Packard
deal and how much money are you golng to put
up. So I said, Bill, I don't know what you
are talking about.

Neither do I. I never heard of it. And on
the Packard deal, after all, every blt of
walting that was done was what we did.

Well, he meant on the plant - the money, you'

HH,_.

Yeah.

S0 I said, how about tomorrow, Can you &ee
Purvis. He sald no, he was golng away.
gald well how about tonight. He sald well
I cad gee him at 6. e

Yes.

Can you g0 ....-

I'd be v happy to see him, I haven't the
!llntilt’iiil Egli he 1= tllkingalhuul but

I can no doubt £ind out. I hadn't heard - 1s
it airplane engines, do you know?
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10,000 more alrplane enginee and he wante to
give you half.

Well, I mean, I can - 1t'e a queer day when
I hear of a quantity of airplane enginee

that we're so much anxioue to get that I've
never heard of before, but I mean whenever

thag:'u 5,000 engines going, I shall be there.
At b?

Well, I don't know. Between ue, I don't know
what'e happened but he eeems to be in a -
recently getting more and more in a bad humor.
I don't know what 1t's all about.

It'e curious, that, ien't 1t?

And I made - I don't know what i1t 1s but
anyway I think - I juet egent for Philip Young
and I'm going to ask him to arrange with you
to go over with you.

I wish he would. I think I might take Fairey
over too because thle must be something that
has been started somewhere, but I don't under-
etand not hearing about 1t.

Well, I said, Knudeen, I Just can't keep up
with you.

No.
I can't keep ﬁp with you and 1 &En't e
It'e entirely new to me. (Laughs). Well,

I'1l go and find out and 1'd be delighted
if Young could come. It d make 1t much

easler. b

I think so. Now, the other thing, I spoke
to Knox. He'd like very much to meet with
you and Falrey and myeelf tomorrow morning

at my offlce at 9

Yes.

vssss and Admiral Towers.
Oh, excellent.




And the talk wlll be what we can do to
increase production of Consolidated.

Yes. ; the way, when we're doing that -

I haven't yet been able to find - and I don't
think Young hae - what exactly le involved
in the way you drnigad it out this afternoon
on Coneolldated. haven't yet been ablie to

learn what is exsotly involved in the PDY- 5'
you got the other day by months, and I'm
terribly anxious to eend that over to London.
Whether tomorrow morning les a good time to

Enttlu that item-by-item as you dld today I
don't know, but Young might be able, if they're
coming over, to develop the poseibility there.

I'1l tell Young to get in touch with Admiral
Towers.....

Thank you eso much,

.+3+ 8nd when he comes over to let you have
1t on a piece of paper.

That will be simply splendid. London 1s
terribly anxioue about the flylng boats, as
you know.

Well, what i1t means on a monthly basle.

Iua; that's lt' because they really want the

detalls. ‘They're guing to lay thelr war
getrategy on that. That's another very
important contribution.

Now, I don't - yeah. What kind of i bomb-
slght goes with 1t - well, that isn't &

fnmhing ph:}n.

- No, that's a reconnalesance - all over the
waters, you know.

Right.
This other thing le eimply excellent, of couree.

14 !uun o and see Knudsen
léltg:: igdiﬁgé 1 Eig you don't mind my

, lilin: tliil uppﬁin t! for you.

. . Y iy
1 _|"l. lllil i




Oh, not a bit.

9 a.m. tomorrow at your office.

And at 9 o'clock also with Fair
office and Colonel Knox and ldnxiiittgiari
will be here.

Excellent. I shall be there.
Thank you,
Thank you.




From Busnos Adres, no. hﬁ?rﬂltﬂiﬂlrim

Prebisch and Grusbach mow plan o return te
Busnos Adres from Ric de Janeiro on Monday, October 7,
owing to desire to study the agends, defore departing
for Vashington by airplens direst will remsin in %
Busnos Alres for about eight days. ¥,

: e [ .'.E rllll'.'.'.




FARAFHRASE OF TELEGRAM RECEIVED

FROM: American Legation, 8tockholm, Sweden

DATE: October 1, 1940, 6 p.m.

NO.: 931

One hundred sixty-eight million crowns of the Kreuger
loan to Germany in the amount of one hundrea twenty-rive

million dollars in 1930 was taken up Yesterday, mainly
from the Skandinavisks Bank in Btockholm, at the same rate
at which it was (omission) 1935 - at forty. A large

block was also disposed of by the L. M. Erlcsson Telephone
Company. As a result there has been a sharp rise in the
local etock market, particularly shares of the Skandinaviska
Bank. There has been no effect on other bank shares.

I have been informed that detalls have been telegraphed
by the Bwedish Foreign Office to its Legation in Washington
for tranemission to the United Btates Treasury Department,
to Nr. Cochran.

Flease instruct this Legation if you desire further
details from us.

STERLING.
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TREASURY DEPARTMENT

INTER-OFFICE COMMUNICATION CONFIDENTIAL

pare October 1, 1940
Secretary Morgenthau

-

Mr. 7 =

Develobmefts in the High-grade Seocurity Markets During
September.

BUMMARY

Frices of all olassee of Treasury gecurities rose on balance
during the month of Beptember (Chart I). The average yleld
of long-term Treasury bonds decreased by 7 basis points net
during the month (Chart II). Weekly reporting member bank
holdings of Treasury direct and guaranteed obligations de-
clined by $#190 millione in the four statement weeks ended
September 25 (Chart III).

At the close on Wednesday, Beptember 25, the first day of
trading, the premium on the new 2 percent Treasury bonds of
1953.-55 was 1-30/32. This waes 14/32 more than the "righte
value" of the December notes at the end of August, before

it wae known intc what type of security they would be re-
funded (Chart IV). The new bondes are selling at a price

to yleld considerably less than might be expected from a
E:nmpu.rlm;n of other issues in the same maturlity range /
Chart V).

Both high-grade corporate and munieipal bonde reached new
record highs in September (Charte II and VI). The volume of
new bond offerings in the New York market during September
wage about $142 millions, an inoreasge of §50 millions over
the Auguest total. Most of the month's new lszsues were well
recelved.

Further declines in dividend rates on mutual savings deposite
occurred during the year ended July 1, 1540. Only 20 percent
of the £10.6 billione of mutual savings deposite were bringing
& return of more than 2 percent on July 1, 1340, as compared
with nearly 40 percent two years earller.

Britieh Government internal sscurities declined in the second
veek of September, but are now back almost to the level &t
which they stood at the end of August (Chart VII). Japanese

and Italian dollar bonds declined sharply Taet week.




gscretary Morgenthau - 2
I. Unit tes t t1

Prices of United States Government securit
palance during the month of Beptember. !rmur’i.l-n:::.ﬂ.u:h
15 years or more %o earlliest oall date ned more than a
point, almost regaining their high for year reached on
April 6, Jul:h:-lfﬂr: thlthl:dinﬂiun invasion. Price
changes are wn, Dy matuwrity olasses, in Chart I
the following table: : prs s

Average price change
month of September

3
:
(Decimals are thirty-seconds)

3 Years + .01
h years + .07

5 to 15 years to u_l:l. + .21
15 years and over to ocall +1.01

The average yield of long-term Treasury bonds eased
from 2.22 percent at the end of August to a low of 2.1% per-
cent last Wednesday, but increased again to 2.15 percent at

yesterday's close (Chart II).

The holdl of Treasury direct and guaranteed obligations
by weekly repor member banks in leading oities declined by
190 mi1lions in the four statement weeks ended B:It-hn' 25

t III). Holdimgs of bills decreased by $93 millions, of
Rotes 7 millions, of bonds by §3% millions, and of guaran-
teed securities by $6 millions. More than half of the total
decline oocourred in the last week of this peried. Weekly re-
porting benks in New York City accounted for the greater t
of the decrease in holdings of bills and notes, while
outside of New York Oity accounted for the entire declinme in

boldings of Treasury bonds.
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II. Adjustment of the Market to the
New 2 Percent Tranru:_-; Bond

The "rights value" of the December notee rose 10/32 last
muesday, September 24, after the preliminary lnnnunun;:znt that
a refunding offer of a lﬂng-ttrl bond was about to be made,
end gained an additional 5/32 on Wedneeday after the details
of the offering had been made known and the subscription bocks

opened.

At the close on Wednesday, the premium on the new 2 per-
cent Treasury bonds of 1953-55 was 1-30/32. This was 14/32
more than the "rights velue" of the December notes at the end
of August before 1t was known into what type of seourity they
would be refunded (Chart IV). Thie ie the highest premium on
such & refunding offer in the period covered by the chart. The
excess of the premium on the new lesue over the "righte value"
of the maturing notes at the end of the preceding month hag not
been equalled since the flnancing of December 1937.

Chart V ehows, as of yesterday's olose, the ylelds of
Treagury bonds with 2-year, J-year, end 5-year call periods,
vhich bear coupon rates of lese than 3 percent. It will be
seen that the new bonds are sellling at a price to yleld con-
glderably less than might be expeoted from a comparison of
other lesues in the game maturity range.

IITI. Other Domestic Hlgh-grade Securlities

High-grade ocorporate bonds rose in price during September,
reaching new record highe in the last daye of the month. Our
everage yleld of such bonds, moving lnversely to prices, de-
oreased 12 begls points from the end of August to 2.68 percent
on asturﬂ,?:,r. September 28, but closed yesterday at 2.70 percent
'l.ﬂ:.".-ﬂrt 11).

Municipal bonds algo have resched new higha during Septem-
ber. The Dow-Jones averege yleld of twenty 20-year bonds
decressed 10 basis points during the month (Chart VI).

New bond offerings to the public in the New York marget
during the month of gfptubur amounted to about §142 millions.
This represente an increase of $50 millions over the amount
reported for August and is only slightly below the average for
the firgt nine months of 1540 (4§153 millions). Of this sum of
%142 millions, about §9&€ millions coneisted of corporate secu-
rities -- including about §44 millions of rallroad equipment

truet issues.
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The prinoipal corporate offerings dur
two ups of debentures of the Dninﬁhmui?z M?%ﬁ:
ing 815 ..Luiami and £30 millione of first mw. bonds of

¢ Southern fornia Gas Company. The Dow s
:gnnhtud of §/.5 millions of tm—:;-.r debentures p rﬁn&‘t‘:"

yield 2,08 percent and §7.5 millions of one- to ten-year
sarial debentures, priced to yleld from 0.35 percent to 2.05
eroent according to maturlty. The Southern Celifornia Gas

E any bonds were }D—{ur -1/4%s, priced at 10%3-1/2 to yleld
3?3? ﬁruunt to maturity. his laEtar lgsue, offered on Ea
aame day a8 the new 2 percent Treasury bonds, went to a pre-
aium of about 2 points over the offering price. '

Several of the month's nnrgnru.tn nrrnrin%a were releaged
from SEC regletry in lese than 20 days under the recent amend-
ment to the law which permits the Commisslon to shorten the

walting period.

Four large municipal offerings accounted for about two-
thirds of the month's municipal total. Inoluded in this

oup were $5.8 millione -- the final block of an suthorized
ﬁo.ﬂ milliohs -—- of Pennsylvania Turnpike 3-3/U4 percent

bonde naturing in 1968 ch were priced to yleld about
}.?E percent to £ .
Toll

maturl
Bridge Authorlty percen
priced to yleld from EI.. percent to l. percent. The Clty
of Detrolt sold $9.7 millions of 1l- to 2l-year serial bonds
bearing various coupons at prices to yleld from 0.40 percent
to about 2.98 percent, at a net interest cost to the oclty of
2,91 percent. The New York City Housing Authority awarded
2,0 millions of l- to 20-year serial bonds bearing various
coupons, which were offered at prices to yield from 0.25 per-
cent to 2.85 percent. The net interest cost to the Aut ordty
wag 2,71 percent., A bid involving an interest cost of
3,01 percent had been rejected earlier in the month.

and tz.g milliones of California
- 10 E-rm geerial bonds

1¥. Degline of Mutual Bavingse PBank Dividend HRates

Further declines in dividend rates on mutual savings
deposite were revealed in the data on the 540 mutual savings

banke in the United States, made public Ppsgen ity reRelyitg
the volume © pose
two years ended July 1, 1940, the been reduced by almost

dividenies of 2-1/2 percent or more has

50 percent. Only 20 percent -ulrm the Ilﬂaﬁ hﬂi“:' r‘:f ‘“Et:;l
savings deposite on July 1, 19 were bringl .
more than 2 percsnt. Thie 18 l‘ll‘:’ﬂlld in the following table:
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Percent of Total Mutual Bavings Depositas
Drawing Various Dividends

:
Dividend Rates : July 1, 1938 1 July 1, 1939
:
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That this trend le continuing is evidenced by the press
report, today, that four more banks in New York City with ag-
gregate deposits of $333 millions on Jan 1, 1540, have
reduced thelir rates from 2 percent to 1-1/2 percent, effect-
ive for third-quarter dividends.

Rate ptatiatice do not reveal additional dividend reduc-
tione made without lowering rates. At least eleven New York
banke in the mutual savinge group are requiring money to be

on deposit longer than previously required before bu:..:f
eligible for dividends. BSeveral of these banks have also

shlifted from quarterly to semiannual oompounding.

Such dividend reductions should make the 2.9 percent®
return on United States savings bonds increasingly attractive
to those who are normally depositors in mutual savings banks
~- egpeclally eince a ghift from savings deposits to savings
bonde involves no sacrifice of liquidity or convenience.
Although the total number of socounts and the volume of
mutusl savings deposits inereased slightly in the past year,

* This return is, of course, available only on bonds held
for the whole iﬂ-r-nr purinﬁ. The return on bonds held
2=1/2 years or over exceeds 2 percent, however.

4
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a suggestion of the possible effect of continued divide
duotions may be found in the experience of New Jersgey. ngiiu.:
July 1, 1939, when & legal maximum rate of 1 percent was
eatablished in that State, deposits in the twenty-two New
Jersey banks have decreased by $1i millions, or about U per-
cent. This compares with an inoreese of about 2 percent in
the deposits of all mutual savings banks during the sams

period.

V. Forelgn Government Becurities

British Government internal securities declined during
the seocond week of September, but are now back almost to the
level at which they stood at the end of gt. British
2-1/2 percent console closed yesterday at ?II-, equivalent to a
yield of 3.39 percent, as compared with 74-1/4 at the end of

August (Chart VII).

Japanese and Itallan dollar bonds broke sharply upon the
announcement of the new world-wide axie. Japenese 5-1/2's of
1265 fell from their high for the month of 61-1/2 resched on
September 19 to 5l-1/2 on September 30, while Italian 7'se of
1951 declined from U49-1/2 to U5-1/4 during the same period,
Australlan bonde also participated in the break, but have
slnce recovered nearly half of thelr loes.

Attachments
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CHANOES IN THE PFRICES OF U.8. BSEBCURITIES
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Chart IV

s
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"RIGHTS VALUESB" COMPARED WITH FREMIUME ON NEVW unu:n'
Exchangs Offerings on Treasury Note Refundings, 1934 to Date
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Chart VII®

COMPARATIVE YIELDS OF AVERAGE OF ALL LONG TErRm U S TREASURY
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PLAIE
Pansgma via N. R,
Dated October 1, 1840

Rec'd T:15 p.m.

Secretary of State,

Washington.

169, October 1, U p.m.

Fresident Armulfo Arias took office this marping nth_“ irposing

gceremony held in the Penama Stadium.

In his rather brief insugursl message he referred to and reiterated
his previcus stetement to the effect that a true frienmdship with the
United States, lessees of the Cenal Zone, 1s mot only dssirable but
necapsary for Penama just 2e the friendship and cooperftion of Penama
are degirrble and necessary for the United States.

In discuasing the foreign debt he sald "Panama hes shown 1fs
good falth and its desgire of complying with ite obligations by putting
forth plans and initiating negotiations for the settlement of the
foreign debt but owing to the lack of cooperation of the bondholders
it hes not up to the present attained its objeetive. Our Government ¥
will gpare no effort to seek a solution for thie difficult end serlous
oroblem provided that the solution does mot entell obligations which
mey prove prejudiecisl to the interests and needs of the country.”

In sdvoeating a new constitution in harmony with rresent conditions
he said that the constitutional reforms south would be imepired in

"sur lefty republican and democratic principles”.

DANSON
eopy
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- L =
-
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

Secretary Morgenthau
Mr. Cochran

¥r, ¥cEeon of the Federal Eeserve Bank of New Tork gave us the following
iaforsation regariing the transfers listed below from German and Italisn accounts

tained with the Chase Natlonal Bank,

Germsan

Date Amount Debited Account Debited Fpid To

september 26 $ 85,000 Reichsbank, Berlim  Mitsubishi Shoji Kaisha
(by order Mitsul Co. ILimited,
Berlin) 120 Erosdway,
¥ew York, N. Y.

Faid To

Federal Reserve Bank of
Hew York for account
af the Bank of Sweden

Swigs Bank Corporatiom,
Few York.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

paTE October 1, 19540

o secretary Morgenthau

anl Hr, Cochran

STRICTLY CONFIDENTIAL . .

0fficial sales of British-owned dollar securities under
sffective February 19:

No. of Shares § Proceeds of Nominal Value § Froceeds of
Sold Shares Sold of Bonds Sold _Bonds Sold

Septapher 15155'5 ?1?1552 T?lw 1"5'#355
. 11,750 164,331 65,000
4,150 203,787 50,000
1,800 L6628 5,000
20 2,362 Nil
10 30,995 Eil

35,025 1,365,955

Sales from
February 22 to

Septenber 21 1,521,478 52.51&,605_ k502,000

e —

TOTAL FEBRUARY
; M0 SEPTEMBEE 28 1,556,503 53,876,560 4,699,000 3,747,718

Mr, Pinsent reported ssles of pon~vested securities for the week ended
September 21 totaled $550,000.

AT




Br, Pehle
kr. Cochran
ufter our Group Combrel Neoting yesteriay sveaing, aad im sscerdance with

{49 dscision, I telsphonsd Nr. Hsmilton, Ghief of the Far Bsstera Mivision, and
ion made by the Chase Hatlonsl Beak for fimsnclag

dsgerided S0 him the applicat
§325,000 worth of rubber %o be shipped from Ssigom to Viadivestock, So the Whargs of

the State Bank of Russia, WNr, Hemilton wes mmeh interested ia this prodles, bub pre-
Br. Teis, to vhom he transferred m. DBr, Tels thought

fﬂﬂlﬁlill.ﬁii.ﬂﬁ.

siviseble to gramt the
procseds of the sale must
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M.I.D., W.D.

October 1, 1940,
¥o. 208 SITUATION REPORT 12:00 M.

This military situation report is issued by the Military
Intelligence Division, General Staff. In view of the occasicnal
inclusion of political information and of opinion it is classified
as Restricted.

I. Western Theater of War.

1. No ground operations.

2, AMr Force Operations.

There was relatively heavy air fighting over southern
England during daylight, September 30th. The British described
these operations as the repulse of five large formations, and ad-
mitted damage at Bexhill and Hastings.

German night operations focussed again on London and
Liverpool.

The R.A.F. on the night of the 30th-1lst attacked the
"Invasion Ports" and many places in western Cermany. Berlin had a
five-hour alert. Five inland freight yards were attacked.

According to news reports daylight raids are continu-
ing over England today.

I1. Mediterranean and African Theaters of War.

f both
No ground operations reported. The air forces o
sides raided commnications along the Mediterranean littoral.

A




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

pate Oetober 1, 1940

gecretary Morgenthsu

4o, Goohran CONFIDENTIAL

e reporting banks' transactions in registered sterling were as follows:

Bold to commeroial coancerns £90,000
Purchased from commercial concerns £ 5,000

The Pederal Hegerve Bank sold £2,430 in reglstered sterling to two non-
reporting banks.

Trom an opening of 4,0U-1/2, open market sterling sased to 4.03-1/2 at the
alsse, Transactions of the reporting banks were as follows:

Sold to commercial concerns £%0 ,000
Purchased from commercial concerns £19,000

The Swiss franc continued strong, and today's advance carried the rate to
s nev high of 2301, where it closed. It was reported from Zurich that the
Svise National Bank again raised its selling rate for Swise france, from «229%1/2

to .2299.

Although the Oanadien dcllar disgount narrowed to 13-3/8f this morning, it
sibsequently rescted to close at li=1/8%, wichanged from yesterday.

The other currencies oclosed as follows:

Swedish krona
Reichamark
Meaxican peso
Argentine peso (free)
Brasilian milreis (free) . ;
Ouban pese 8=9/16% 4iscount
Lirs »0505
There were no gold transactions consummated by us today.




=anta were gonsigned to 1t:

-:-CONFIDENTIAL

fhe Federal Reserve Bank of New Tork reported that the following gold ship-

§16,500,000 from Argentina, representing four shipments by the Central Bank of
; the Argentine Republie for its own account, disposition unknown,
4,325,000 from Canada, shipped by the Bank of Canada for account of the
Canadian Government, for sale to the U. B, Assay Office at New Tork,

SR
$20,825,000 Total

The report of September 25, received from the Federal Reserve Bank of New York

glving

forelzn exchange positions of banks and bankers in its district, revealed

that the total position of all countries was short the equiveleat of $10,386,000,

s decreass of $1,802,000 in the short positionm.

are ag followse:d

Short FPosition

Eau.n.t.}'_:

September 18

$ 1,275,000
5 lE‘ll'T »000
Canada 229,000
atin America 428,000
ApAD 3,958,000
Other Asia 1,037,000
Al Others 12,000

Tngland®
Tarope

Total 12,188,000

(Long)

Short Position

September 25

$ 542,000
4,171,000
10,000
403,000
4,202,000
1,114,000

$10, 386,000

*Combined position in regletered and opem market sterling.

The net changes in the positions

Decreass in
Short Positiom

$ ?32-":"1'5
1'|I'I'T » 000
219,000 (Increase)
ﬁ.mﬂ
2l ,000 (Increase)
77+000 (Increase)
68,000 (Increase in
Long Position)

$1,802,000

The Bombay gold price declined the equivalent of U¢ to $33.97. and silver
vas unchanged at the equivalent of Ll Bl¢.

The London spot and forward silver prices we
The dollar equivalents were

231/ respectively.

in fixed at 2%7/164 and
o U2 564 and 42,Mig.

Handy and Harman's settlement price for foreiga sllver was unchanged at
#-3/Ug. The l‘rmurr‘.i.purnh.u.n price for foreign silver was also unchangsd at

354+

Ve made ten purchases of
Of this amount,
foreign comtries, for forward delivery, and 100
The remaining 125,000 ounces was

ase Aot,

from inventory,

of China, snd represents part of & shipment recent

comtry,

{1ver totaling 1,437,000 ounces under the Silver
.1 212,000 ounces conalsted of new production from
,000 ounces represented a sale
from the Central Bani

by that bank to this




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

pate October 1, 1940

oow Mr, Hawiey

1, There follows a summary of the gold transactions effected by us with the
cextral banks and govermments of forelgn countries and with the B, I, 5, during the
sonth of September:

Purchaged From Sold to

Afghanistan $ 1,750,000

:ﬂlﬂmhh ‘ 'El jljlm
England 2ks, 266, 000

Jara

Mexico 5, 350,000

Sweden 5,082,000
Switzerland (B.I.5.) 564, 000

Uruguay ; .2.1_"-"_1.5.__-@
Total $263, 590,000 $6,750,000

In order to replenish our cash balances with the Federal, we sold $217,589,000
of our gold holdings to the U, 8, Assay Office during the month under review,

5,000,000

tember may be estimated at B
-:I!I‘I.an.

izillion, Since ., When the EBrit

P ' . i
inzland has been losing gold at the rate of $222.1 million & month. If this contimmes,
she will own only $555.7 million at the end of October.

a) British Estimate as of July 1, 1540

to U5,  Erodustion

July $262.0 $40.0
Aug, 262.9 k0.0
Sept. 261.3 4.0

b) End-of-September Holdings




October 1,
2:3%0 p.m,

Hello.

Hello.

et i . ¢ T

Hello, Henry.

Hello. How are you?

All right. How are you?

-
[ == S T~

Ch, I'm alive. Had a 98% conversion on our
NOLEE ,.::.

g8%.

Yeah, which is almost as good as Ivory soap.
That's pretty good, ien't 1t7

I think so0.

When was your closing time?

Well, we closed Friday night.

1 see.

And the figures are s6low in coming in.

9#%. That's remarkable., Was there any new
money in 1t? :

No, no, but this leaves us in very nice shape
and we ean go now until November or December
without having to go to the market unlese we
want to, which is very nice.

Well, now &ny time you want us to 4o a2 little
for us why you name the time.

0. K., Jeeee.

Now, I want to telk with you a little bit
about Brazil and about Argentina.

Go ahead..




Flereon ise down there and they are wanting

& subetantlsl amount of credlt and Mr. Hull
gald you were - he thought - elther Welles

or Hull or somebody thought that you had been
talkling wlth them something about your
Stablllization Fund - helping them in some way.

No. Let me tell you what happened. I swear -
I meen, thle thing wlth the S5tate Department -
I don't know. Along last week Welles or Berle -
I don't know who, think 1t wae Welles - put
the heat on me to invite the Minilster of
Finance from the Argentine to come up here
or hls representative. Well, I didn't perticu-
larly want i1t but they were very, very inelstent
g0 we sent them over a memorandum Saturdsy to
Berle saying the tnings that they wanted -
what we would talk toc them - we sent 1t over.
But I seid two thinge. In the first place if
he'e to be invited uo here he muet be lnvited
by Mr. Hull, not by me, and Mo, 2, that I
thought 1t wes 2 mistake to heve nilm come up

- & 5
here before election beceuse they wouldn't
talk about thinge llke Argentine beefl and
the kind of thinge that they wanted to co
bueineae on.

Yearl.

So I thought it was a waste of time, but
whatever Mr. Hull declded wae all right by me
but 1t was up to him to do the inviting. Well,
that wae that. Now this morning Berle was
over here and brought over a Y-page memo-
randum that Plerson wanted 0.K.'d on what
Flersgon was esunnosed to say to the Minlster

of Finance of the Argentine, see?

Yeah.

So I sald, well, I don't know anytning about
it and if Mr. Hull and Mr. Jones can getl
together, and whatever tney decide - what
they want to do with the Minister of Finan?e
of the Argentine 1s 0. K, by me. Now that B
lust the way 1t stands.

Uh" hu.tl -




_3_

I have no intereet in 1t other than what the
State Department would like to do.

I see. You don't contemplate using any of
your Stabllization Fund.

Well, I've never talked with the fellows.
Wellee - I believe it's Wellee, elther Welles
or Berle - has been hell-bent for ue to make
guch a loan. See?

Un-huh.

And we never have gotten down and telked to
anybody about i1t and so I just feel - I mean,
I don't think it's me, Jesge, but there are
g0 many people cver in the State Department
that are dealirg with the Argentlne and every
other country, I caen't keep track of 1t.

leah,
I don't know how 1t 1s with you.

Well, do you think it would be - well, I'm
just trying to get heade and talls out - in
faoct I haven't geen the memorandum that Berle
took over to you.

Well, 1t's - I don't know whether Berle - there
were three people here. Berle, Assletant
Secretary Grady and Harry White, and between
them they produced a 4-page memorendum from
warren Plerson. Now just who produced 1t I
don't know.

Well, I'm rather surpriged that I hadn't
geen a copy of 1it.

Well, I'm not surprieed.
You're not, huh. (Laughs).

' - - they're not treating
No, I'm not - (Laughs) - they £e_nok L
you any better or worse than they

That's right.

But you'd never seen 1t7




No, 1I've never seen it. No.

Well, they wanted me to say yee and I said

I wouldn't think of saying yes until Jesse
Jones diecuesed 1t with me.

0. K. Well, now I tell you what I'll do then,
Henry. I'd like to have - I want to see what
that 4-page thing ie and then maybe have a
vieit with you a 1little while.

I'm at your service.

I'll call you.

But listen, 0ld man, let's get Cordell in
on 1t eo that he doeen't say afterwards he
never heard of 1t.

0. K. Would you as eoon have Welles?

Hﬂ'. T4 1Ake aanns

You'd rather have Cordell.

I want Cordell becsuse I don't want to hear
afterwarde that he didn't know anything about
it.

I gee. All rlght; we'll work that way then.

Now may I ask you something?
Yes, elr.
Anything doing with T. V. Soong?

He hasn't gotten back from New York.

in New IurE Saturday and Monday and they ruid
he'd be back Monday and then they sald he a
be back Tuesday and so I've left word for him

to call me.

L]
Well, if you happen to think of it after you've
tllt;& tﬂrhin I would apprecliate 1t if ..--

' ing to call you. As a matter of
::tt'fIf::;kgg-:ﬁn goeing to call you before I |
talked to him and see if you had any guggestions.




- 5 -

Well, the only suggestion I have is, if

there ever waes a time to make a little gesture
towarde Rueela, now is the time.

Yean. All right, I'll call you immediately
I see him.

Thank you.

Q. K. Henry.

Yeah.

¥We could very well, 1f we wanted to do 1t,
teke over - give you 125 million and take over

that etock.

(Laughs). What a man! And I'll lose the
interest on 1t.

You'd lose the interest.

Yeah, you'll have to buy me a lunch before
I do that.

0. K.

All right, good-Dbye.




CONFIDENTIAL

Rocel ved
&b 12142 P.U.

Lenden, October 1, 1940,

1. During Mondsy, September 30, the Fighter Cessmand of
the Royal ilr Foroe dispatched 168 patrols thet were inmvelved in
1,173 sorties, The Coastal Commmnd opsrated 109 plmes cz normal
missions. During the might that followsd the Bowber Commmnd sent
out 104 planss sgainst their usual targets.

2. The OGerman Mr Fores made four attacks during daylight
hours of the Wth, two in the merming and two in the afterneem, opere-
ting about 650 plames, All attasks were dispersed snd beatem off.
ibout 275 sireraft flew over England during the might, of which about
175 reashed Londom.

3. In lendon there was the ususl dssage that did not
seriously affest military cbjectives or preduction. Two main weber
spply 1ines were twoken in Ksspton. In Bxbwidge 138 high exgplosive
bosbs dmmaged about 450 houses, killed 13 snd injured 106, There ws
no dwmage Lo alrdremes. __."'

4 Ourman plane losses were 46 eonfirmed, 32 jwrobable, and -
29 damaged., hnﬂummnﬂ—ﬂmm

S. A emmvey of 11 ships mrived todsy frem Frestowm, Selrra
Lome, A 1,100-4em ship that wes baubed, machine-gumed sd svb on
fire in the Nerth Mlmtis is agein wdarwy. -»>




CONFIDENTIAL

6. There is no additioms]l informatiom of s imvasion.
7. Produstiom is being held wp at the Standard Mobor
Yorks, Covemtry, by & strike eaded by two Commuist shop siewsrds.
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Oetober 1, 1940
4L:00 p.m.

RS SHIP MOVEMENTS CONTROL

Present: Mr. Foley
Mr. Cairns
Mr, White

What I want to say to you gentlemen 1s

thie: In connectlon with this Panamanien
thing, I am counting on you people to see

that I am personally not liable on this

thing. I want you to look after my own
intereats in this matter. I have just

read thle thing here and this looks all

right. The Assistant Collector at Galveston --
have you seen thisg? Have you got a cony of
this?

I haven't.

I haven't either.

I think if you boys will read it, that will
gave time. That 1s good news. While you

are doing that, I will put in a oall for
Knax .

On that thing, we could stlll stall another
day, couldn't wef? :

Oh yes. A counsel for the line 1ie sitting
ocuteide my office now.

(Mr. White entered the conference.)
Well now, do I have to do anything tonight?
No.

Not in the light of this.




H M. P!

¥hite:

H. M. Jr:

White:
He Mo J22

Wnite:
Calrns:
Whlte:
H.H.J T

Foley:

H.M.Jr:

-E-

That is a good memo.

Of course, I don't think that we ought to
stop thet kind of gasoline, because that

is the kind of gaeoline that the Btate
Department has been letting by all the time,
and if they are letting it go by, why should
you stop the shipments.

I will tell you why. Because the Presldent
of the United 8States ordered me.

¥Well, some 1s going and some ien't.

All right, find some other place where similar
gas 1s going and I will get them to etop 1t.

Japan. Here this lest week --

This 1s Japan.
This Just went last week.
Find out other places where it ie salling.

That may have been the same shipment, Harry,
because they have issued a license on thie
and we have revoked 1t.

The way to bring this thing to a head and
get it off me ls to get out a memo randum
for ghip movements, what llcensea have been
iesued on gasoline, which 1s gimilar to this
for Japan, and I will get hold of the President
and say, "Now look, I am holding thile ghip and
here are some more shipmente. How many of
these thinge do you want me to hold?® Okay?
That is the way %o bringbit to a head. And
1f we do enough of it, Cordell Hull will get
exolted about it and make up his mind one way
or the other in writing.

There wae an edditional element in this cage,
I think, that perhaps caused you to focue on
1t, that the vessel was to be sold for scrap.

That was the complaint the Englieh made to ue,
you know.
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This same veasel?
No.

The way to bring thie to a head and get 1t
off me, £ind out what other shipmente are
in process for gesollne for Jespan. I will
gend the list over to the President and say,
"Look here, Bose, here is one out of ten.
What the hell do you want me to do with the
other nine?"

If he wantea them held indefinitely, he has
got to change that order to glve you a legal
baglas. You can stall for a little while.

But A1f instead of one I can have ten cages,

1t will get so hot that the State Department
will say to the President to let them go or

they will change thelr order.

Now, I think thet is the way to put the hest
an the State Department to make them fish or
cut bait. Am I right or am I wrong?

That is right.
I am right.

i it

L= L
b Y i b




Septembar 30, 1940.

MEMORANDUM
To: Seocretary Morgenthau
From: Lieutenant Commander Richmond W

Supplementing the memorandum of Mr. Gaston of September
27, 1940, re Panamanian Stesmship PANAMANTAN, the Assistant
Collsctor at Gaelveston reports that while the official report
of the test of the gasoline carried by the PANAMANTAN 18 not
yst available, he is sure that the octane content of the cergo
will average mbout 86.4. The analysis is being made by
Saybolt Company, independent petroleum chemists and semplers
at Galveston. Their report will be forwarded immediately
upon receipt. Mr. Zinm, the Assistant Collector, 18 taking
additional samples of the cargo, which he is forwarding %o
Washington. Further investigation in New York and in
Galveston indicates that the last paragraph of the previous
memorandum is in error in that the Companie Transatlantique
Centro Americano, S.A., 1s still the owner of the vessel and
the General Atlantic Steamship Corporatiom are the agents
therefor. Lloyd's register lists the Companie Transatlantique
Centro Americano, S. A., as an Arnold Bernstein Shipping
Company interast. :

The Assistsnt Collector at Galveston reports that the
PANAMANIAN hes had trouble with the local seamen's union
which picketed the vessel. In the resulting crew trouble
it is further reported that fourtean members of the crew quit.
The vessel is now anchored in the stream but the Assistant
Collector did mot believe that it would be ready to depart for

somea tima.
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October 1, 1940

In reply refer %o
B

The Secretary of State presents his compliments to the

Honorable the Secretary of the Treasury and encloses & copy

and translation of a note of September 25, 1340 from the
Ambaesedor of the French Republic regarding a project which
the French Government is now studying, in sccord with the
International Committes of the Red Cross, with the posaiblility
of obtaining food supplies from South America for formser French
prisoners of war, and in comnection with wvhich the Ambagsador
requests & release of & credit of one milliom, five hundred

thousand dollars.

Enclosures!

From the Embassy of the
French Republic, September 25,
1940, with its translation.




oF THEE FEENCH REPUBLIC
1§ THE UNITED STATES

Washington, September 25, 1940
Mr, Secretary of State:

The French Government is now studying, in accord with the Intermstionmal
committee of the Red Cross end with the Eed Croes committees of the principal
countries of South America, a'project the urgent character of which cannot
eccepe Your Excellency since 1t is intended to provide lmmediate relief to
French prisoners of war,

Indeed, it is a matter of btuylng in South Amerl ceé canned food, the trens-
portation of which, as well as that of the gifts made by the South American
Bed Cross Secleties, will be effected, should the occselon arise, on board a

French stermer now at La Flata.

It would be necessary, in order to get this project under way, for the
American Government to suthorize the freeing of the sum of one miillon five
mundred thousand dellars taken from French funds now blocked in the United

States, The sum in question will be exclusively affected to the purchase in
South America of the goods sent to the Fremch priscners of war and used solely
for the bepefit of the lstter, The extra food supply thus obteined for them
will, in fact, be forwarded to the csmps by the French Red Cross with the help
of the International Committes of the Hed Croes,

1 have the homor to call Tour Excellemcy's speclal atteatlon to this
initiative, while expressing, on behalf of my Governmeant, the very sincere hope
of seeing the Government of the United States lend its assistance to an under-
taking of humenitarian relief, the urgent neceeeity of which is unfortunately
evident, by suthorising the unblocking of a credit of one million five hundred

thousand dollars.

Please sccept (etc.)
HEHRI-HAYE

Eis Excellency
The Honorable Cordell Eull,
Secretary of State of the United States,

e Washingten, D. 0.




IEPARTHENT OF STATE
Vashingten

October 1, 1940

The Secrstary of State presents his compliments to the Honor-
gble the Secretary of the Treasury and encloses a copy snd trans-
1ation of a note of September 23, 1540 from the Ambassader of the

French REepublic requesting the relesse of funds for the Freach

Government to provide for various aotivities of the Fremch Govern-

ment.




EASSY OF THE FRENCH REPUBLIC
1§ THE UNITED STATES
Washington, September 25, 1940.

¥r, Secretary of Statel

Iin the course of the conversation which I had the homor to have with Your
Excellency on September 11 last, I drew your atteantion to a guestion which ias, at
tois time, a source of worry for me. Of French assets now blocked in the miu
States, is the Americen Government disposed to release the amounts necessary to

the French Government to provide for:

1, The operation of the Embassy end of Consulates of France in the United
States;

2, The operation of our diplomatic and consular services in Central America,
South America and certain Buropeen countries;

3, The service on the 1939-U4 per cent end the 1237-4 1/2 per cent loans;

L, The pettlement of purchases made during the war in Fortugal, Argentina,
Chile and Urugusy?

I indicated, at the time of my interview with Tour Excellency, thet my Govern-
ment wes afrald that there would be esteblished in the United States, under cover
of a general measure for finmamcial protectiom, a comfrel procedure which would not
feil, in the lomg run, to impeir the very prerogatives of ite national soverelgnty.

Tou were good emough to assure me that you would place before the Secretary
of the Treasury the reasons which I had just explaimed te you with a view to reach-
ing & just snd lasting solution of the problems just stated.

Since then I have been informed by the Finsncial Attache of the agreement con-

cluded vith the Treasury with respect to the disposal of the funds intended, on
the one hand, for the operation of this Embassy and of the Consulates in the United
States and, on the other hand, for the service of the 1939-4 per cent and the 1337-

4 1/2 per cent loans,

This solution is, unfortunstely, only technicel end temporary in character.
I nevertheless express to you my sincere gratitude for your intervention, .

I beg to point out to Your Excellency the urgent character, however, of &
seerch for a settlement which would permit the unblocking of funds intended for
the operation of our diplomatic and consular services in South Americe sad in
various Buropean countries., &ince the month of August, in faot, the Treasury has
not suthorized the relesse of sny oredit for this purpose and, for nearly two

tache has not beem in a position to supply funds to the

Legations and Consulaten.




Pt

such & situstion, which is capable of seriously ianjuring our national inde-
pendence and dignity, hns become criticel for most of our posts abroad and it ia
to be fearsd that, at the end of this month, our representatives may ceass to
ripd the eredit facilities which they have so far been able to enjoy with the

ln:‘-l-l '-hl-'l:iklu

I should be grateful to Your Excellency if you would be good emough to
give serious consideration %o the facte set forth above and to draw the attention
of the Secretary of the Treasury to the imperious necessity for the representation
of France abroad of an unblocking of the funds necessary for the cperation of
diplomstic and consular services,

Plemse mccept, Mr, Secretary of State, (ete.)
HENHY HAYE

TriAVA:HSF

His Excellency
The Honorable Cordell Hull,
Seeretary of State of the United States,

'“hiwnl D, C.




October 1, 1940

If we oan get these long distance bomberas now
to the English to knook hell out of Italy, I think Italy
would quit within three months.

I e S G R O S
BRI O M E LI ORI PRS- C95= s Ta




Summary of British Goyernment Orders, Deliveries, and Additional
Requirements, as of October 1, 1940

Ths sttached two tables summarize British Goverament orders
placed in the United States, deliveries therson, and additional
requirements, as of October 1, 1940. Table I presents data in
terms of physical unite, and covers selected important products.
Table II presents data in terms of dollar wvalues and covers all
products, classified by commodliy groups.

The tables cover British Government orders placed through
the British Purchasing Commission and certain additional orders
for which the Comsission handles psyments. The tables do no®
cover orders of the Dominions.

Oontracts sssumed from the French Oovernment are sxcluded
from the dollar figures (Table II) becanse complete detalls are
not available. As of October 12, such French contracts had besn
reported to the extent of $319 millions and an additionsal amount
of roughly $200 millions was still to be reported.

The figures showing additional requirements, which were
taken from the tables submitted by Mr. Purvis on October 17,
carry through to April 1942 for sirplanes and alrplane englnes
(and include the proposed.l,500 per month sirplane program) and .
to late 1941 or early 1942 for other products. The guantities
shown for smmuni$ion and machine guns may be increased, depending

upon military developments.

L




Table I
<06

Sumssary of British Government Orders, Deliveries,
and Additicnal Hequireseats, by Selscted Produots

As of Dckober 1, 1540

(In phyeical units)

AMdl- |  Total of
i it it
gomsodity group aad produst Unit of measursment orders | ot yob | omlers nok

| plucsd

yat placsd

E..%:ﬁ:—'“ﬂ heavy BoBBOTS......... (Undts (including spares) , 1,969 | 2,950 k,913
lecospalssance and dive bombers.. ko 2,201 | 3,300
RIS PR TR L LRI L L, 059 3,100
nrhua{llt.q--q.rdL--..-r.q-l-l--- | 1‘3

230
Traloerle . .onnismsnanenisasanndan i ) ll"Eﬂ ! ltm

1.u‘._1 .’.I‘Phﬂllq.-a..-r--rr—Iﬂ-I-l " . ~8 B | g"jﬁ 11.“’: |

Alrplane engines {Both installed
and axported

Eadlal = LATE®..esnssssrssressass UBit (ineluding spares) | 11,572
m:.l-—l.‘ll.-a-----r--ill-iiil- : 1. 1
Al1lof,ccansasssannmnesrsssannns .
!-'Jlll h’u.‘ [Pml}.-. #E R

?D“Il limm‘ ll!l.lllll-..q sppaammw | "

Expleosives and propellants
Bifle povdar. . covvnansssssssnnns Thousands u£ pounds

Capmon POWART . csccsasansnsns .

Ghelle and sclid shot,...... - Thousands
AeTin]l DoBEB. cseessrernasnacisnms N

20 s, amEEAtlon...cceessssssees | Millions of rounds
50 pmmonttion, .. .cicneianennnanan .

07 anERiRlon. . ..icacsnesnaana oy
.30 smmunition 1/ 0
Fistol calitre smsuniticd....... .

OUrdaancs equipment
Fleald paf: . 2 ‘Number [excluding spares)
Madlum gunm..ccovwmsss . .
Atl-alreraft goam...ico0e0 8
Tank pnd poti-tenk EUOM...cccsass »

Anti-gireraft spare barrels...... Number

S
Mroraft OBNBOD. ......ssesnssssss Humber (excluding speres) I : bg.ﬁl'.l
Machine gUBS BOue.sssenssnssscs = b6, 100
"-l';'-h-i-“ Fune FEEEEEEE .-

Phousands (excluding spares) 13
Ravolvers. .cocavenases e .
T PR - '

Tanks and tmnk squipment
‘+l+"'-‘-l--'-lnllI-iil'f l_m t“ﬂlm w..]
Englnes for GAAEE..oeceees sssnns L

3,000

Iron and stasl | T+ 500
garbon steal.. Thousands ni grosa Lo 750 300

Alloy and special porposs atesl.. 1170
Pig irea... "

FEFER e RS lllm
Sveal and lron BOTEPsssssnsssnan® -

98 &
¥ marahas b .-Mp-lll-rulnnq--ir-ll Bumbar Im]'m .F".'j
hll ‘ﬂt...'..'.‘.‘.------i-li!l! .

'.lr'l- .-“,l“l..., ........ FEEEEEEE .

1l
1,000 1,250

26, 1
Office of the Secretary of ths Treasury, Divisios of Research and Statistice. Prepared October 26, 1940
Source: British Purchasing Commisslol.
Excludes 50,000 rounds from United States pricritiss.
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Table 11
Summary of British Governsent Orders, veriss
and Addisional Rsquirements, hrﬂl—i:rulﬂll'
As of Ootober 1, 1940 ¢
{Ia millicas of dollars)

Total

Commod ity gromp m

urpll"‘ilar-----d-u-rl!!l--|!+!l-li--|.-r-,-,+ ﬁ.'

u"ll- m.‘!!lllﬂl.!l-ﬁ-ﬁl!llii----q..;q-' mﬂ
ﬂr’lﬂ “"."m*tlIlilltli---'-q.p‘||| H‘.J

" hm l!.l'd!‘lf‘l- mt.‘l FEEEE RS TR

, Chamical warfars matsrialas e EE L =
» Explosives and propallasts. ....cccnocsnunasn
Ammunition..... sRsasEREE RS

Tanks and tank oqQuipment.....ccovinnsncsnns

Motor wabhlelome.ocsssssssnnsananains

Irom aod #BM0)e s csnasncansnsannsasssnsnanss

Bon~forrous metalssscccssanssnnnsssssanmpnn
» Toxtilos and olotBing....cvvnerarsrarananasn

Foodatuffe and SODMOCO. . ceccscssosnscnnsna

Petroleum producte.iieisccsscsssssssssananns

AEFEAERR AR A RS

Communloations SQUIPESES. ..cvvrerrsrnssssss
m"""li“'li"l lllll TaFREFRERFREEAAE R E T

Ml um""“i“‘--'+'+Fl‘i-l+hrl-iill LI I O W )

Total non~alroraft Produdtle. . ceoveeensons 626.5

1,479.0

hm m‘l.-i"-il-!'ll-l'+lli1l-il'-ll'-ll--lfl' 1-“-5

T e DR SR N s T B 119.9

2,679.0

560.0

H‘ “m--l-!l|lllllll-iliii--lll-nl-!l-llrl-tlltllti- l-lm!

5.239.0 : :

Offloe of the Becretary of the Treamury, Division of Research and Statistics.
Scurce: British Purchasing Commissics.

Prepared October 26, 1940,




Oetober 1, 1540,
CORFIDENTIAL

Dear Mr. Secretery: Attention: Mr, E, Merle Cochren

Fursuant to a telephone conversation between Mr, Cochran and
Mr, Hozell of this bank, we are enclosing a speciel compllation sanlyzing
Ly monthe since the outbreak of the war, dollar disbursements out of the
British and French accounts at thies bank and the means by which these
expenditures have beea flnanced,

Recently we received an inquiry from a member of the staff of
the Advisory Commission to the Ccuncil of National Defense asking whether
it would be poseible to obfaln information on Eritish policy in conmection
with the use of Eritish gold, with particular reference to the extent to
which sales of gold have been used to finance British purchases of war
naterisl, In answer to this inguiry, we orally sdvised the Commission
that we would, of course, be quite willing to give it whatever data we
have which might help it to analyze British pelicy, but that we could not
relesee figures directly to it, which we hold in confidence. We then com-
cunicated with Kr, Cochran and suggested that we place any pertinent ma-

terial at the disposal of the Treasury Departmeant. MNr, Cochran agreed
and suzgested that we tell the Advisory Commission to the Council of Na-
tional Defense that we had passed their inmiry on to the Ireasury for its

consideration.

¥hether or not it is declded to meake thie data avallable to the
letionsl Defense Council, the enclosed tabulation may be of use to the
Treasury, By way of explanation, the total debits for both British and
French account represent all payments out of the accounts maintained at
this bank, excluding, of course, ell debits arising from the trensfer of
funde from one British account to another er from one French eccount %o
suother, British "Government Expenditures," which have accounted for
$800,000,000 of the total of $2,050,000,000 eince the start of the wer,
represent all payments made out of Account A" and other payments which

can be identified ms expenditures on behslf of various Eritish Ministries

or agencies, These expenditures are sssoclated directly with official

British purchases of alrcraft snd other war supplies and, uffci:ﬂa. inu‘t:.u
American concerns, The remainder o & paymen
o o s B Aoy composed largely of transfers

out of the British sccounts at this bank ls
to banks in this country (usually for the sccount of British banks) l“ mr::
other types of transactions where the British authorities are calle u;{.nn. :
supply dollar exchange. During the early months of the war considersd .ti:r
ments were made to cover maturing ferward sontracts entered imto during
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gusmer of 1939, More recently these expenditures represent largely payments
for American exports and other curreat mccount items for which the British
sputhorities will make dollars avallable,

"Government Expenditures® for France are composed of cutlays which
can be identified as having been made either by the Fremch Air Commission or
the French Purchesing Commiselon, In this conmection, 1t should be remesmbered
that since the capitulstion of Frence last June certain dollar payments have
been made by the Eritlieh Purchasing Commission to the Cansdian suthorities,
who ere holding these funds for French account as reimbursement for pay-
sents made on contracte placed by the French but subsequently assumed bty
the British. Payments made on these contracts, therefore, are included
in both the British and Frenmch outlays,

Although soms of the date, perticularly the credits arising from
gecurity sales, is only estimated, the figures contaimd in the attached
tabulation should offer some basie for determining both the character and
extent of Eritish and French dollar sxpenditures since the outbreak of the

WAL,

Yours falthfully,

(5igned) Allsn Bproul

Allan Sproul,
Firat Vice Preaidsnt

Honorable Hemry Morgenthsu, Jr.,
Secretary of the Treasury,
Washington, D. C.

Enclosure
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( AMALYSIS OF ERITIEH AND FEENCH ACCOUNTS ’ l
(In Millions ef Tellars) Week Endsd Sept. 2% Contidential
—TEXTYITE TEXETYS BEBEE
| Other Fencsels = = ooy
_W (4nel. of Gov'y (4) or
Total SecuritisaiRegistered® | adjust- | Tetal Total | Oeld  |Other | Total | Expesd- |Other |Deer.(-)
PERIC geld |(Ewt.)(s) | Storling (b)| ments) | e o Limras(d) had
193 .
h 7.8 |185.k) 33.6 = =11.28e) | 94.3 1.6 90. 1 3.5 11.3 - .3 19.4 0 B | -
: n 32l 8.6 1 - 202 1206.71 5.8 11009 Pl 16.2 | 35.0 1.2 | sib) EE ] 1%.!; = 1&
o 1058 | =7.8] 25.0 - 23.0 119171 ®9 [ige gl - @9 82.9 | 55.) TAEETAS! ]
Wv. 30 -dsn. 3 75.2 | 50.6] N2 - 10.% 91.1 5.7 | 89.0| - 2.5 109.2 | 95.9 [ 15.3 86.8 | ps.) |58.7
e RieEl | kih 20.6| 118 = H.0{g) | 3.0 - 1.4 55.9 50,1 5, Bl.5 3l.5 £ =
R ' Ji 17.9 = 11,7 %;E gﬁ_m = _15.% 1.5 | ﬂ'ﬁ _|_15.§_ % 2.8 H‘““_LL
fob. 29 - Apr. 3 0 . 2.5 = 11.6(n) 115? | 1%.5 11000 - 2.5 | 105.0 . | 29.6 | 99.6 | .9 B3]
b - 2 E6.N E:.g 13.4 = 26.2(4) [113.% | B3] - 2.0 : E.? | 1£.0 ﬂ_._E 2.4 1551
By 2-29 | 1262 | 93.2 1.1 = 25.9 M_-% U2 $ 2. 11!& E 126.2 19.2 | 101, AL
-July 3 319.3 |301.3 5.1 = 12.9 283.2 | U E-3 137.9 E;l 5.1(J) 335.b § 9".'E"5 3] 156.704] mE 2.5
- 'EEE'L'QZL&""JJ ] _aaﬁ ?.J_Jﬁ o1 93.0 | = 24.7 LB 1.0 | 0.2 7.3 3 1 2.0
1 - 28 29%.8 | 26]. 1.0 2e eg':%{ki 1.1 ] 180.2 |sc.9] ¢ 4.7 | 09 | 0% | 0.5 8.3 0.5 | 8.b
29 - Dok, |
j - 30
t. 1l - Neov, FT | { |
Jor; 28 = Dec. 731 | |
WERL BMOND; | .
% 59,8 | 55,91 - 0.3 5.8 | 115 22,3 | 4 k0 0.2 = 0.2 1.1 % N I
11 6.1 0.1 2.0 0.2 L.b g4, 6 | 420 b1 - W1.9 0.2 - 0.2 .5 | .1 1|08
15 123.6  [112.6 2.0 0.3 5.7 | %.2 | 32.2 0| L 7.4 - - - 1.9 g.2 11.7
25 60.2 [50.8] 2.0 | 0.1 | 7.3(0) | 96.0 | #6.1(m) {219 ] - 37.8 0.3 - 0.3 0.4 Ocg_ | 0.8
irerage Wooicly o :
England {through June 19) 27.6 million Irapsfers from British Purchasing Comsigalon te
Frasce (threush Jume 19)  |19.6 millies Bank of Canada for Freach Accounti
Englend 3 i :
e U Week eaded September 25 - § 0.2 million
Cumilation frem July 26 - 55,0 million (Bes footnotes on reverss sids,)




hun Figuros resaaest Sorc xlen of Amarloss secribins 2 facend Dsteiet Tovried fr Seosus o1, 2 s
: to the Bask of England's account ia all .) Bagianing e o

25, tha flgures reprossat transfers from ths Bank of Mentreal, New Tork Agenay. which im m:::;.ll far ﬂtulll't:'.:hu:.h:.-rtm

socuritiss bald in this geuatry. The transfers apparently reflect prooseds of efficial 1ty sales, isal o

private dsals. JFrom June 17 te July 19, trasssotions in securities payable in specified fereign A ‘“"‘m “w through

fiaglon residents ware probibited. A loding dollars, by United

y {mcledes procesdis sf salss of ®*reglstered’ sterling inm this marist ealy.

Includes payments for sooount of British Purchasing Commission, British Alr Mislstry. Britiah
and Mindstry of Snipping. L LR Supply Board, Ministry of Supply Tisber Cenirel

Iscledss peyments for acssunt af French Alr Cossission snd Fremoh FPurchasing Commisslion.

Inolodes adjustmsnt for (a) above.

Abeut B85 million transferred from mccouats of British suthorised banks with Now York banks.

Abeut §11 milliom transferred from socounts of British sutherissd banks with New York banks.
) About §6 millien tranaferred from acoounts of British anthorized banks with New Terk bmnlcs .

£10 million tranaferred from asoounts of British suthorized baske with ¥ew York banks.

Aboma
Alinsted to eliminate the effect of §20 millilon pald out on Juns 26 and returnsd the following day.

Assut E2 milliom sransferred from aocounts of British suthorized banks with ¥ew York benks.

About §2 millien tranafarred from accounts of British aunthorl zed banks with New Tork banks.

(] Of which about §33 milliea paid to Packard Notor Car Oo.
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INTER OFFICE COMMUNICATION

3

DATE October 1, 1940
TO kr. Thite

FROM ¥r. Ullmann

gubject: Export Comtrol of Aviation Gesoline - .

53
IIE‘ *" :_,p..‘-"'
The attached commnication, received from Sir Andrew Agnew, merely Eﬂ’j"" :
confirms ocur opinion that Japan is obtalning in the United States T j‘
materials out of which she can readily make aviation fuel. ;

In this commection, the State Department informed me, earlier in
september, that it is refusing export licenses only on finished aviation
pasoline = not on materials out of which aviation gasoline can be made,

This information has been noted in three previous memoranda, coples
of which are attacheds

1, My memorandum to you, dated September 3, 1940, quoting the
State Department. v

¥y memorandum to you, dated September 10, 1940, noting the
shipment of &9 octane base (86 octane leaded) gasoline,
which might be used at B6 octane, or might be improved
with additional treatment.

My memorandum to you, dated September 10, 1940, quoting &
custom agent's statements that he has no chack, other
than an exporter's statement, that products are what they
are declared to be.

He recommended that exports be supported by certifi-
cates of analysis from independent petroleum chemists.

These shipmerts have been reported by the Treasury's Office of
kerchant Ship Control. In the week ending September 21, 1940, it is
reported that there were shipped to Japan the following products
out of widch high octane aviation gasoline can be made;

L ) h
Blended or High Octane Crude 175,118 barre
High grade gasoline 159,229 barrels




Mr. Wite
Mr. Ullmenn
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sceording to the Jtate lepartasnt, this permit was
shizper's juarsntes that the gascline
s permit was necessary since it cculd be refined into
*his single per=it licenses the shipment of almost

5, sdditional similar ahl sents of aviation gascline have been made
recontly: 81,000 barrels to the U.o.0.E. (ingust 26th), and 77,400 barrels
Ly the United hingdom in the week ending August 24th. (The Soviet sh!omant
was ~ade on the 5.5. Vacuum, under export license No. E.i. 359.)

The State Departmemt explains the permits for these sh!pments on the
sana basis as the ahi ments to Japanj i.e. the shipper's fuarantee thot
te saterial did not exceed B7 octans.

6., Tha New York Times dispatech from iostin, Texas, (Sertasber 1)

states that permits hawve been granted on the export of 1 million harrels

of aviation gesoline to Japan, of which 18,300 barrels (770,000 gallons)
have been loaded. (The loaded on referred to in the digpateh may be
lest weak's shipsents to Japan.) It is possible that the dispatch referred
to saport permits for hig octare crude oils, suitable for relining into
aviation pasoline. For, since exporta of these orudee xzre being permitted
the State Department has a;proved export licenses to the extent of "mtn.{
eillion® gallons, possibly totalling s million barrels.

The Custoss Collector at "ouaton knowe of ne such contemplated shiyments,
but will check with Corpus Christl to cetermine whether or not ohipments
are Leiny loaded therw.

7. attached tables indicate shipwments of screp iron and petroleus products
to Japan, ingland, and the U.3.0.H. for the last woeks of .ugust w8 reporited
by the Uffice of Herchant Shdp Cestrol. Aecording tc these fipures, exporis
of petroloum products and of serap are higher in iugust than irn recent
months, Jcrap exports are almoat double the June shipments.

Attaohaents




r. Ullsamn

Gubjeets Aviatien Gascline for Japan

In further reference to last week's Kew York Times artlcle
deseribing shipments of sviation gaseline to Japan, Lhere is
now avsilable sn analysis of the setual shijment experted on the
EuBa ¥inarva.

m;udu-inqu-m-i!-u-hn,mm
lndﬂﬁmjﬂm-_-un]ﬂmth:ﬂl-ﬁ-ddhﬂmtm.

[t wes Dot teehnically, therefors, aviation gsselino. ‘ow-
m,h,u-.uuuu:m quantities of blending agents oF
of tetrasthyl lsad, it could prebably be raised to 27 cetans quality.
‘urthermers, it 18 likely that the Japsnwee might be able Lo use

25 ogtane if they have been getiing along with §7 cctans.
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The following cable has jJust been received from
London:

"There 1s some anxiety here as to whether
the interval of the next fortnight before
refusal of the licenses for export of iron
and steel scrap to Japan may be used to import
heavy quantities either direct or through
other countries such &5 Central and South
America. This apart from lmpaliring the effect
of intended embargo might also prejudice
supply elsewhere including to us. Please
explore with Mr. Morgenthau possibility of
effective steps to secure that there are no
abnormal shipments in the next fortnight.®

An 1llustration of exactly what London has in mind
came to our notice an hour before their cable came in
(I mentioned this to you at the end of this morning's
meeting) . Mexico has available for sale 150,000 tons of
serap iron. Mr., Elliot .of ocur Iron and Eteel Section has
an option on this quantity until tomorrow at §17 per ton.
The U. K. cannot take advantage of the option cowing to
lack of the right shipping schedules. They have been trying
to get Canada to take up the option; in general Canada wants
serap, but she also finds 1t difficult to handle the partiec-
ular pareai. It was suggested to the Bethlehem Steel Com-
pany they might be willing to take the parcel off the

market, but they are not enthusiastic since the price is

the
§2 per ton higher than they expect to have to pay when
embargo is in effect.

1 do not know whether anything can be done in getting

this particular parcel from gexico taken off the market,

but the matter does seem both important and urgent: this

n London's cable.

a@t

apart from the general question raised i

ABPF
Washington
October 1 1940
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The following cable has Just been received from
Londont

"There 1s some anxiety here as to whether

the interval of the n::t fortnight before
refusal of the licenses for export of iren
and steel serap to Japan may be used to import
heavy quantities either direct or through
other countries such as Central and South
America., This apart from impairing the effect
of intended embargo might alse prejudice
supply elsewhere ineluding to us, Please
explore with Mr, Morgenthau poasibility of
effective steps to secure that there are no
abnormal shipments in the next fortnight."

An 1llustration of exactly what London has in mind
camé to our notice an hour before their cable came in
(I mentioned thig to you at the end of this morning's
meeting). Mexico has available for sale 150,000 tons of
scrap iron. Mr. Elllot of our Iron and Gteel Bection haas
an option on this quantity until tomorrow at $17 per ton,
The U, K. dannot take advantage of the option owing to
lack of the right shipping schedules. They have bean trylng
to get Capada to take up the optionj in general Canada wants
serap, but she also finds it difficult to handle the particu-
lar parcel, It was suggested to th&lhlthllhﬂl Eteel Company
they might be willing to take the parcel off the market,
but they are not emthusiastic since the price is $2 per
ton higher than they expect to have to pay when the
embargo i= in effect.

I do not know whether anything
this particular parcel from Mexico taken off the market,
but the matter does seem both important and urgent:
apart from the general question raised in London's cable,

ABP
October 1 1940
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Intending to lade two shipmemts of
8,707 and 23,810 barrels respectively

Sailed today with 31,050 barrels.
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(Handed by Mr. Stopford of the Eritiash Habasay to Mr. Oocchran in the Treasury at 1 p.m., Ootober 1, 1940.)

Transfer of Dollare from Switzerland to U.S.
on Itelian Aocount

Hew York
Paying Ageat
Credit Sulsse, Banco Commerciale

Zuriech Italiano

(3.0.1. were to oredit $2,300,000 to Istcanbl, after receiving $250,000 from B.0.I., Milam
and $553,000 from Banco di Napoli, Rome.)

Amount Date Swigs

Recelving Bank

in Wew York

1,950,000 16th Sept,

B.0C.1.

72,518
473,565

705,84,

n. ke

gk, 15
1,200,000
2,150,000
2,150,000
1,016,000

1,784,000
950,000

§13,317,825

i %

16tk Sept.
16th Sept.
16th Sept.

16th Bept.

16th Sept.
18th Sept,
1Eth Sept.
23rd Sept.
23rd Sept.

23rd Bept.

Credit Sulsee
Swiss Bank Corp.
Basle

Swises National
Bank

Swigs Bank Corp.
Bansle

Bwiss Natlional Bank
Credit Bulsse
Bviss Fational Bank

Swiss Natlonnl Baalk

Banoa della Sulssers,
Italiana

Swise National Bank

Credit Bulese
8.B.0.

8.2.0.
(1) Credit Suisse
(1) Oredit Sulsse

Bwiss Bank Corp.

Credito Itallano
Credito Italiano

(Oredito Italiano were to oredit Istcambi with $2,190,000 after i .
e : 3 90 receiving $397,000 from the

Banoo 41 Napeli




Transfers to South America

Un 9th September Credito Italiams, Home, instructed their

Hew York office to pay Bankers Trust 5 : g
of Banco de Brasil, Rio, Oompany $709,852 in favour

On 12th September Banco Commerclale Italieno, Home, advised
BEanco de Erasil, Rlo, that they were crediting thea by wire with
$688,168 at Bankers Trust, New York, to be placed at the dis-
posal of Isteambi.

On 13th September Credito Itallano, Home, sdvised the Banea
d'Italla y RBlo de la Plata, B.A., that they would recelve from

Chase Bank, New York, $463,733. to be held at the disposal of
Istcambl, Home.

On September 18th Baneo di Napoli, Eome, advieed Banco di
Napoll Trust Company, New Yoric, that they would recelve $7U43,000
from the Swiss Bank Corporation, at Basle, and instrusted them
to pay $611,832. to Irving Trust Company, New York, for account
of Banco de Braslil, Rio, deblting Banco di ¥apoli (Head Office)
Haples.




PLAIN

London

Dated October 1, 1940
Reo'd 12:28 p, n,

Seerctary of State,

Washington,

o281, Flrat,

FOR TREASURY FROK BUTTERWORTH,

The more important recent changes in the British
exchange eontrol regulationa are as follows::

1. Prohibition on dealings in "restricted” scouritica
imposed as reported in ny 1713, June 18, to cover the
novement to Canada after the French debacle has now been
11 fted, since "the sorting eand cheeking of scourities
shipped to Canada is nearing completion”, A Stock
Exchange notice published today on procedure in effect-

ing delivery of securities in the Hontreal depository ia

being forwarded by despatch. Ineldentally it discloseEs

that in the rush securities owned by non-residembte Were

errongously included and that the Britlish Treasury now

agrees to return them at 1ts owm risk,

2, Banks arc notified by F, E. 94 to do no businegas

in United States dollars with Brazil "unless confirmation

has firat bemm obtained from the Bank of Brazil by the
Brazilian




hsm =-2- No, 32Bl, October 1, from London

Erazilia n Importer to the effect that United States
dollars in reimbursement will be fortheoming" .

Se Under S.Re & O, 1732 of September 27, (a) the
importation of Dearer securlties is prohiblited except
with Treasury consent. "Special arrangements have been
rnade for scourlties Imported from the sterling ares,
Ceneda, Newloundland and Hong Xong", (b) The Treasury
is ennowered to dlrect any credlitor to wvhom a debt in
one of the designated currencles 1s oving to expedite
collection thereof. The Treasury 4s also enabled to take
an assignment of the debt, (¢) The time limit for
institution of summary mroseocutions for exchange control
violations is extended to one year from offense and three
months from date when evidence becomea avallable,

KENNEDY

L
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SECRETARY OF THE NAVY
WABHINGTON

October 1, 1940

Dear Mr. Secretary:

Thank you for your note of September 27 and
for the confidential table attached. I was very glad

to have the informmtion which it contains.

fours sincerely,

5

Honorable Henry Morgenthau, Jr.
The Secretary of the Treasury
washington, D. C.
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE  Qctober 1, 1940
Seeratary Morgeanthau

Mr, Cochran

STRICTLY CONFIDENTIAL

Mr. Livesey telephoned me at 5:30 this evening. He gtat
Imbasey had informed the Department of State thutnfhu Brit 1:;3::%&: E:iulh
negotiating with Soviet Ruesla on varlous matters. The British had msked whether
the United States would have any objectlon to Great Britain relingquishing its
tlosking of Ealtlc States funds as a concesslon on the part of Great Eritain to
Bugelm in these negotiations, Livesey told me that the State Department would not
sppose such unblocking, but desired the views of the Treasury Department in the
nremlges.

I told Livesey that Mr. Stopford of the BEritish Embassy had mentioned such
negotintions to me some time ago end had related that the guestion had been raised
by ble Imbasey in a conversation with Mr, Atherton. My understanding of Stopford's
story was that the State Department's attitude had not been sympathetic. I expressed
the purely personsl opinion that our position in holding the funds of Latvia,
“stonls and Lithuania under block in this country would be easler if the Eritish /

ontinued to freeze such funds in London, When I mentioned this conversation to
Livesey and asked deflinitely whether the opinion which he was passlng on to me was
the official State Department view, he told me that Mr. Dunn had asked Ir. Fels to
ask him to communicate this message to the Treasury Department.

In anewer to my further guestion, Mr. Livesey did not kmow what the other
factors entering into the Anglo-Soviet negotiations were.

Since the Department of State originally favored our blogking of the Faltie
States funde, and since that Department is now thinking in terms of a much wider
tlocking, 1s it desirable that we should riek seeing our Baltic case perhape weak-
ened through Britieh action? Incidentally, the B.I.S. has refused to yleld gold
deposited with 1t by the Baltie Central Banks to the State Bank of Russia upon
requests eimilar to these submitted to us when Russia was absorbing Latvia, Estonla
ard Lithusnia, In my opinion the Baltic case is the Dbest instance of duress, and
perhaps the only positive case of duress, with which our Control has had to deal.

- <







TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE  October 1, 1540

Secretary Morgemthau

STRICTLY CONFIDENTIAL

The Swiss Minister called me by telephone at 10:45 yester roing,
kis return from a few days spent in New York, He looksd Enta th-dq.iu::iun of s‘“;ff. '
funds on this market., He stated that soms money had recently gone back to Switzerland,
Fart of this resulted from small Swiss firms, which had brought most of their funds to
Nev York at the height of the war scare in Switszerland, now requiring some of this
money to meet their curremt operating expenses at home, Furthermore, the rumer cen-
times to recur that the United States will extend its control to includs Switzerland;
s definite forecast to this effect had been cabled to Switzerland lest week from New
Tork, and action over the week end was anticipated., With our relations with Japan
baving worsened, the belief obtains that it will become more difficult for other (
foreign countries to withdraw their funds from the United States,

Mr. Cochran

Tovard noon yesterday Mr, Robert Youngs, of Dominick end Dominick, telephonsd
m¢, He wanted to inform me that & cablegram had been received yesterday morning from
witzerland which had cansed quite a bit of excitement, This was the repetition to
aov Tork of the message which Swiss bankers had received last week end, to the effect
that our funds control was to be extended to Switzerland, Mr, Younge reported that
selling orders from Swise holders of securities and dcllars on the American mariket
bad increased,

Vice President McKeon of the Federal Reserve Bank at New York telephoned me
8t 5:30 yesterday evening that there had been considerable unrest evident on the
marcet yesterday, becsuse of the above-described rumors with respect to our probable
control of Swiss assets, Mr, Lichtemstein of the Swiss Bank Corporation told McEeonm
that the report was that Washington would consider blocking certain Swiss mssets,
ichtenstein had orders from Switzerland to sell dollars, but only succeeded in die-
posing of $200,000 or $300,000, During yesterday McEson reported that the Swias
Mational Bank had transferred $18,000,000 of its funds with private banks in New York
0 its mccount with the Federal, From the Chase Bank the Swiss National Bamk trams- _
ferred $2,000,000; from the Guaranty, $3,000,000; from Bankers Trust, $2,000,000; from
Fviss Bank Corporation, $4,000,000; from Morgans, $1,000,000; from National City,
3,000,000; from Credit Suisse, $3,000,000,

ber 30 for account
The report for sale of domestic stocks executed on Septem
bf forelgners revealed sales from Switserland amounting to $616,000, agninst purchases

PL §71,000, leaving met sales smounting to $545,000.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

OATE October 1, 19lp

10 Secretery Morgenthasu

STRICTLY CONFIDENTIAL

At 11 o'clock this morning Mr. Clark of the State Department telephoned me
thet the Near Zastern Division of the Department of State had drafted s cablegram to
the imericsn Consul at Dekar, Senegal, ststing that information, the source whereof
vas not indicated, had been received to the effect that the French warship Richelieu
io Deker bad $240,000,000 worth of Bank of France gold thereon, The Consul wes
requested in this draft meseage to submit any information thereon which he might be able
to obtein, I muggested that the dreft leave out any reference to the Bank of France.
I remirded Clark that we suspected that certein Belglan and Polish as well as French
Centrel Eenk gold had been taken to French West Afriea, I recommended, therefore,
thet the Consul be esked to identify the ownership of the gold if possible, and to
ueke only very disereet inquiries. Mr. Clark promised to give me any information thet
zay be recelved from Daker,

FROM Mr. Cochran

et
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE October 1, 1940
1o Seeretary Morgenthan

mou . Cochran STRICTLY CONFIDENTIAL

The Bank of France representative in New York has today received the necessary
suthority from Vichy and has instructed the Federal Reserve Bank of New York to
make the tranefer of $3,751,000 from the Bank of France sccount o the mccount of
the Central Bank of Argeatina, which matter was the subject of the Secretary's

recent conversation with the Argentins Ambassador.

2T




Sent you by Leon Henderaon







a. The Federal Beserve Capital Issues Committes (Feb, 1 to May 17, 1918)
b. The Act of April 5, 1918

c. The Capital Issues Committee (May 17 to Dec. 31, 1918)

Policies and Procedures

a. Scope

b. Befunding Issues

c. Hew Investment Issues — General Principles
(1) ™e Importance of the Proposed Issus
(2) The Timing of the Proposed Issue
(3) The Manner of Distributing toe Proposed Issue
(4) The "Soundness® of the Proposed Issue

d. New Investment lesues =— Special Problems
1) Boads
2) Torelgn Issues
3) "Involuntary® Issues

o. Enforcement

« Accomplishments of the Committes




A Act of April 5, 1918
Personnel of Capital Iesues Committes

Members of District Committees of Capital Issues Committes
District No. 1 =-- Boston

2 = Hew York City

3

&

10 = Kansas City

11 = Dallas

12 == San Francisco
Capital Issues Committee of the Federal Beserve Board
Case 666
Tungsten Products Co. Case




1, Origin end Organisation,
Formal control of capital issues was not introduced in the United
States until the ninth month of the World War, Although no search has

Hmuﬂaﬂhﬂm#?ﬁnﬂﬂmﬂmﬂﬂhn,%hmam—

ent evidence of even informal capitsl issues control wntil after the pub-
lication of the Annual Report of the Secretary of the Treasury for 1917,
issued on December 3, 1917. In this report, Secretary McAdoo pointed out
the importance of restricting capital issuves for non-essential purposes,
It is kmown that, following this statement, mumercus persons intending to
issue securities voluntarily solicited the advice of the Treasury or the

1/ Sources: This memorandum is based chiefly on & study of the Policies
and Procedures Files of the Capital Issues Comrittee, and a small sample
of the 3670 cases passed on by the Committee. The records of the Com-
mittee are now in the custody of the Federal Trade Commission,

In addition, the following sources were used:

65th Congress, 3d Session, House Document 1485: Report of
Capital Issues Committee

65th Congress, 3d Session, House Document 1836: Report of
Capital Issues Committee

Willoughbty, W. "The Capital Issues Committee and Wer Finance
Corporation®, John Hopkins University; Studies
in Historical and Political Science, Series
LII, No. 2.

Capital Issues Committee "Rules and Regulations"
(Circular No. 1)

U« S. Senate, Committee on Finance, 65th Congress, 2nd

U. 8. House of Representatives, Committee on Ways and
Means, 65th Congress, 2nd Session, Hearings
on H. R. 9499.
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rederal Reserve Board &s to the compatibility of such issues with the
rinsncing plans of the Tressury and the national campaign for econcmy.
Within & few weeks Secretary McAdoo asked the Federal Reserve Board to
assume the entire function of answering these requests for advice, and on
Jenuary 11, 1918 made his action public in a statement wrging general
cooperation with the Board.

a, The Federal Reserve Capital Issues Committee (Febr. 1 to May 17,1918)
The Federal Reserve Board designated three of its membars, P, M,

e

= R L L I

warburg, C. S. Hamlin, and F, A. Delano, to constitute a Capital Issuss
Comittee. This Committee was assisted in its work by an advisory Com-
mittee of three bankers and by a sub—committee in each Reserve Diastrict.
The Board's Committee was without lsgal status and had no legal power

to compel an issuer either to submit his issue for approval or to ablde

by the Committee's decision.,

b. The Act of April 5, 1918
The Capital Issues Committee was given legal status by the War

Finance Corporation Aet of April 5, 1918. As introduced the Act provided
that the function of passing upon ocapital issues should be exercised
b the War Finance Corporation, which would be closely controlled by
the Secretary of the Treasury. However, opposition was raised to this
provision in Congress, partly because of the feeling that the powar of the
Secretary of the Treaswry should not be further augmented. The Act as
passed created an independent Capital Issuss Committee.

The originel bill had also provided that no person should offer
for sale any issus of securities in excess of $100,000 except in accord-
ence with rules and regulations prescribed by the War Finance Corporation,




wnor, when required by such rules and regulations, except as perrdtted
by licenses granted by the Sorporation™. Any person failing to abide by
this requirement was liable to fine or imprisonment. This lezal power
to require adherence to the orders issued 4id not appear in the Act as
passed. Secretary McAdoo and lMr. Warburg arsued before the louse and
Senate Coreittees that ceapits the large meesure of compliance obtained
cn & voluntary basis legal power would suraly be necessary in some cases,
The contrary verdict of Congress seems to have been based on the following
evidence end arguments;
1) The published statement of the Investment Bankers Association
that "under an informal plan, the Board could more readily meet
changing cmditim'.lf’
2) The argument that it was unwise to grant so vast a power
to @ government agency. It was maintained by the same persons
that complete compliance could be secured on a voluntary basis
and that authority to compel compliance would be an excessive
grant of p-:llr..y
3) The apparently successful experience cf the voluntary
system in England and under the Federal Reserve Dozrd Committee
in this cowmtry.

Sections of the Act of April 5, 1918 relatinz to the Capital

Issues Committee are presented in Appendix A.

1/ Investment Bankers Association of America Dulletin, Vol. VI, No. 4,
Ps EL.

2/ &es remarks of Ssnator Smoct, Senate Finance Committee Hearines on
S« 3714, 65th Congress, 2nd Session, p. 76 et seq.

o
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¢cs The Canita] Tsspes Committee (May 17 to December 31, 1918)
As constituted by the Act of April 3y the Capnital Issues Com-
mittee consisted of seven members, appointed by the President, three of
whom, prrsuant to the law, were members of the Fedsral Reserve Board.l/

'n each Federal Reserve District there was a sub—committee, appointed by

‘he Capital Issues Committee, presided over by the Federal Haserve .-'Lr-ant..g”

rhe svh-committees' function was advisory, except in cases involving 1is-
s of less than $100,000, where its decision was final. The central
Jormittee on November 15, 1918 had 32 employees, of whom four wers desiz-
noted "examiner and annlystﬂ.lf
2. Policies and Procedures
s, Scope

The Federal Heserve Eoard Committee oripinally eonfined its jur-
isdiction to lssues by a single issuer in cxcess of $250,000 in the care
n? munieipal issues and §500,000 in the case of corporate issues. These
lirits were gradually reduced to $100,000 for 211 issues ard this minimm
was set in the Act of April 5. The district committees were, however,
advised to use what influence they might have to discourage non-essential
issues below the minimum,

In principle the province of the Coprittee included bank loans
in excess of the minimum amount, but no action was taken in this field
except to request bankers to restrict loans for non-essential purposes.

e question of adopting a more formal procedure to handle bank loans

o

For personnel of the Capital Issues Committee see Appendix E.

For composition of District sub-comrfittees see Appendix C.

L
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was under continuous discussion, and the Committee had taken some steps
towsrds devising & system when the Armistice terminated its activities.
securities of reilroads under the control of the President were excluded
from the Committee's jurisdiction.
b. BRe - aues

The Committee ssid in its first statement of policyl/ that 1t
would approve issues to refunc =aturing obligationes entered inteo before
Pebruary 5, 1918, except whare it found that the obligations eshovld be
pat out of the applicent's cash resources. The Act of April 5, 1918
gave the Cormittee no authority to disapprove the refunding of any ob-
ligation incurred before the date of the Act. The Cormittee requested
that every proposed refunding issuve be submitted so that it could deter-
=ine whether or not the issue was actually for the purpose nlaimed.

That tho Committee may have felt under compulsion to apprcve
the refunding of obligations incurred even after Anril 5, 1918 is indi-
cated by the instructions to the Subcommittees, The Stbcommittees were
asked to discourage the assumption of obligations for non-essential pur-
noses which might later put the Committee into the position of having tc
approve an issue to prevent defaclt, The Committee also recognized that
by the funding of bank debt the borrower might subsaquently be enahbled
to increase his bank debt without the Committee's spproval. In at leasi
one sase the Committee approved the funding of bank debt on the condition

that no additional benk debt be inourred during the war.2/

)/ Letter to District Committees, Febr. 7, 1918. See Appendix D.
y Case 274.

FOTHENERNE
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The Committee followed the policy of approving security issues
ror exrhange, stock dividends and other purposes which absorbed neither
gagh Nor resources.

ce New investment issues — peneral principles

(1) TIhe Importance of the proposed issus

The basic principle upon which the Committes operated with
respect to new issues was that approval would be given only to issues
rhich contributed to the prosecution of the war or were essential to the
nuhlic health or welfare. For its determination of whether or not an
issue met this standard the Committee relied upon:

a) The claims of the applicant, supported by such
evidence as contracts with War Agencies.

b) The opinions of interested Govermment agencies,
such as the War Industries Poard, the Fuel Admin-
istration and the Food Administration, as to the
desirability of the issue.

¢) The knowledge and investigations of the District
Committees.

As was natural, greatest relisnce was placed upon the opinions
of the other Government agencies but this procedure had important defects.

a) Apperently the apency interested in increasing the supply

of the applicant's product was usually asked for its opinion,

but not the agency interested in conserving the resources which
would be used in expanding the epplicant's capacity. Thus,

the Food Administration was asked whether more meat packing
capacity was needed, but the appropriate agencies were not

asked whether labor and meterials could be spared to bulld a

packing house. The opinions received may, therefore, have




investigation had been made.
b) The opinions of the Government agencies generally cast no

ughtmthnrﬂltiﬂduuinhﬂﬂqrafmngmpmﬂyum_

pared with the alternatives of restricting non-essemtial -

of the product. The problems of the purchasing agencies were,

of course, simplified when private firms expanded their capacity.

¢) The purchasing agencies were loathe to comeit themselves
mmmtmadthlpﬂimtmﬂthuﬂaquqnfhia plans.

Opinions given ware in terms of the general situation of the

industry.

d) The,Committee was in no position to determine the relative

importance of different plfnjuutu each considered desirable by

different agencies,

e) The Committee was unable to determine on the basis of a

succession of opinions in individual cases whether it was ap-

proving more expansion than was justified.

All of these cbservations may be resolved into the fact that the
Cormittee was unable to consider each project in terms of the alternative
nses to which the rescurces which would be absorbed by the new expansion
might be put. The Committee and the other Covernment agencies were not
sufficiently coordinated to deveop and apply & consistent and complete
schedule of the relative immortance of slternative uses of resource.




An example of the failure to consider alternatiyves is the case
of an epplication to relse funds for ‘l:.-hu expansion of a rasor factory
to meat Army orders. The anplicant's existing outout was divided Approx-
imately evenly between the Army and civilian purchasers. The applicant
mointained that his civilian sales enabled him to supply the government
at a lower price. The Committee approved the application without appar-
ently considering the possibility of diverting his eivilian production
to the Armys In this cess the Army presented a contrary opinion whish

vas recelved too late to influence the Committee's decision,

(2) The timing of the proposed issue

In addition to the restriction of what it considered non-essantial

issues, the Committee wndertock the function of controlling the timing
of issues to minirize competition with Liberty Loan campaigns. The Com-
mittee nubliely annowmced that it would consider no applications y except
the most urgent, (such as the refunding of imminent maturities) during
the Third and Fourth ILiberty Loan campaings.

\3) The manner of distribmtine the proposed issue

Legally the jurisdiction of the Capital Issues Committee covered

both nrivately issued and publicly issued securities, There can be no
doubt, however, that the Committee was more favorably disposed towards
nrivate issues than towards public issues. In numerous cases issues were
approved on the ground or with the condition that they would not be of-
ferad to the publie during the war but would be taken up by & small group
nf subseribers,l/ 1In at least one case approval granted on the represent—

ation that no public offering would be made was reescinded when an attempt

L/ E.g. Case 449, 546,

¢




at public sale was discovered. L/

Mo explanation of this policy of the Committee has been found,
put indirect evidencc suggests » probable interpretation., The Cormittes
seemed to concelve of its function as the conservation of the securities.
purchasing capacity of the country, and a publie issve might be & greater
drain upon that capacity than a private issus. Actuvally, so long as
rederal Reserve policy encouraged borrowing on Liberty bonds, the secur-
ities-purchasing capacity of the nation presented ro prohler. TWhat was
important was to restrict private investment in peneral and the use of
certain resources in particular. From this standpoint, there was no dif-
ference between publiec and private issues.

The Comyittee's concern with conserving bond-murchasing capacity
rather than with conserving resources is shown by cne case in which an
issue was approved on the condition that it be sold at 96 or higher.

The explanation piven was that at a lower price the security would he
unduly attractive as compared to Liberty Bonds. This decision was made

in October, 1918 and the correspondence indicates that nmo such stipulation
had been used before that time.

(4) The "Soundness®™ of the proposed issue
The Committee was at great pains to inform the publie that its

approval of an issue carried no implications as to its value or legality.
Livertisament of approved issues was required to contain the statement:
"Passed by the Capital Issuves Committee as not incompatible with the na-
tional interest, but without approval of legality, validity, worth, or

security.® But it would be too dogmatic to say that the Commitiee never

1/ Case 426.
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vch questions,
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The desire to protect inmvestors probably motivated the Committee

in imposing & restriction on distribution costs as & condition of approv-
al in severel ul-.y

d. N - bl ems
The following special problems are set forth here more as an
{ndication of the nature of the problems encountered than because of
the significance of the decisions reached
1) Roads

The original draft of the first policy statement of the
Committesd/ stated that the Committes and the Department of
Agriculturs were in agreement that no roads should be built
except in cases of military or economic necessity. At the
request of the Secretary of Agriculture this statement was
modified to extend only to roads to be financed out of bond
issuea.

The Committee soon found itself in the awlward position
of disapproving bond issues for roads while obvicusly less
iwtmtmnrthui.ﬂnmutrunhdmtnfm:s, and
with Federal grants-in-aid. This problem was met by the
establishment on June 8, 1918 of the U. S. Bighway Council,
composed of representatives of the Departments of Agriculture
and War, the War Industries Board and the Fuel Administration,
The Council requested states and mmicipalities not to construct

any roads without its approval, regardless of the source of the

) y c““ 59‘5.. ml-
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funds. Decisions of the Council were supported by the
action of the Capital Issues Committee, the Fuel Admin-
istration and other Government agencies,
2) Foreign issves

The Allied governments agreed to seek the tpprnnl of
the Committee before permitting any of their nationals to
make & public offering in this country. nmr@m
individual subseriptions to foreign securities not publicly
offered here, the situation was somewhat diffarent. The
Federal Reserve Bank of New York informed the Committee of
every request for exchange to be used in the vurchase of
forelgn securities, and the Committee's approval was asked.
Why the Committee should have concerned itself with this
problem is not clear in view of the control exercised over
foreign trade and exchange by othar agencies,
3) “Involuntary® issues

A number of cases arose in which street railway companies
were required by the terms of their franchise to make certain
extensions or improvements. The companies were in general wn-
willing to undertake such work during the war, perhaps hﬂlﬂlll.
of the prevailing high prices. The Committee followed the
policy of disapproving applications made under these circum-
stances,

e. Enforcement
The Committee, as has been pointed out, had no legal authority
sither to require submission of issues for approval or ccmpliance with its
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decisions. The first reliance of the Committee was upon the voluntary

cooperation of the issuers, but the power of the Committee was Bl Bh
mited to the area where compliance was voluntary, The following addition-
3] means of enforcement were available;
1) The Investment Bankers Association agreed that none of
its members would underwrite or distribute any wnapproved
lseuss,
2) The New York Stock Exchange, and othsr exchanges, agreed
not to list sny wnapproved issues,
3) The public was urged not to purchase any wnapproved issues.
L) The cooperation of State officisls — public utility com-
missioners, bank commissioners, and administrators of State
blus-sky laws - was sought to prevent umapproved issues.
5) The Committee attempted to secure the cooperation of
Government agencies which controlled the allocation of resources-
War Industries Board, etc. = to deny resources to recalcitrant
issuers.

This was potentially the strongest weapon which the Com-
mittes possessed, but how far the Committee was able to use it
is uncertain. The Railmsy Administration refused to allow the
Commdttee to ammounce that issuers who did not have the Commit-
tee's approval would be denied railroad facilities, on the
grounds that such an announcement would be inconsistent with
its position as a common carrier. It was also argued that the
u!lufmhlthutmuldwthahah of voluntary
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cooperation upon which the Committes was 80 dependent,

Im September 1918 the Committee established an enforcement di
vision in Washington, aided by "Economic Vigiliance Committees" in sach
Federal Reserve District which reported on unauthorized issues. These
7igilance Committees consistad, in genersl, of one person in each town
of 5,000 pecrle with a larger number in larger towns. The enforcement
division handled 525 cases of non—compliance during the four months of
its existence. In 412 of these cases the issuer voluntarily complied
when reminded of his failure to do sc., The remaining 113 cases were clas—
sified as "recalcitrant®™, and the division attempted to inwvoke some kind
of pressure against them., How successful these attempts wera has not been
recorded.

3. Accomplishments of the Committee

From Februvary 1 to December 31, 1918 the Capitel Issues Committee
considered 3670 issues amounting to $4,255,771,000. Of this total
$982,824,000 or about 23% was disapproved. A more revealing picture is
obtained if refunding, exchange, bomus, stock dividend, etc., issues are

subtracted from the issues considered and approved. This is posaible

only for the period of the independent Committee, May 17, 1918 to December
31, 1918, During this period 558 of the issues other then for refunding,
etc., were disapproved. The percentage of applications for "new® issues

disapproved, by class of applicant, was 2/

1/ For details, ses Table II.
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(‘ class of Applicant

Development (real estate,
prospecting, eto.)

Commercial and Financial
vanufacturing
¥unicipals
Public Utilities
Charitable and Miscellansous

RRERER @

Further details concerning the Comrittee's work are shown in
Tahles I, II, and IIIl.

The volume of work handled in a period of eleven months tastifies
to the speed and efficiency with which the Corerittee nerformed its fvne-
tion as it conceived of it. With a staff of less than fifty persons, in-
cluding stenogrep hers and clerks, the Committee undertook & task which
was without precedent in American history, While the District Committees
served as intermediaries between the applicant and the central Committee,
the work of gathering information and malking decisions was almost entire-
ly done in Washington. Although it was largely dependent upon the volun-
tary complisnce of the business commmity, there is no evidence that the
Committee compromised with its principles to secure that compliance.
Nelther does the record suggest thet the decisions of the Committee were
at all influenced by the numerous letters received from Congressmen
endorsing particular applications, That the Committee covered the capital
issuss market fairly completely is suggested by the fact that it considered
ﬂﬂmdhmMMWﬂnmﬂimmmﬂﬂm
of issues in this nm’h'rinlq-uftrl:-mlmmlﬂl?.




TABLE 1

Work of Capital Issues Committes, Febr, 1 to May 17, 1918 —%

($000 omitted in money columns)

cipal

Number of issues oconsidered 152
Amount oonsidered 86578
&708T
21392

L5695
Total disapproved 19791

1/ Federal Reserve Bulletin, Jume 1918, p. Lol.
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TARLE II
Work of Capital Issuss Committes May 17 - Dec. 31, 1918 1/
($000 omitted in money columns)

w__m.g_..m 100,0  100.0 ' i
equip.  49.89 .36 845 1.7 3,48 .% 13,5

Working cspital 2,29 50 7.70 2,53 - 5,7
M 15,17 By, e 18.85 B8.856 15.TR 11,58 19,7
ml *‘Iﬂ Hlﬁ m’-ﬁ ﬁlﬂ *T-CE ".lu xll
Total sprroved

.74 2639 75,28 48,62 77,11 28,44 15,7
Disspproved = 8,86 o4l 2y 62 21,28 22,89 4,56  RAJ

HMlHMMImMﬂu 65th Cong. m&lﬂm.hum_tu&i, D5,
sod House I mt 1836, p. 4. ~
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TABLE III

Applications for approval of Capital
w:m'numm;tﬂlﬂ.yl""

Foaton

law York
hiladelphia
Mleveland
Pishmond
Ltlanta
hicoro

5t. Louls
"inneapolls
fansas City
"allas

San Frapeisco

a) Not glven

1/ From Federal Reserve Board Annual Report, 1918, Includes some issues
under £100,000 not acted wpon by Capital Issues Commi ttee.




Appendix A
Act of April 5, 1918
Title IT.—Capital Issues Committee

Sea. 200, mltﬂimuhmhyurutadlmttntnhlmmu
the "Capital Issues Commlttee," hereinafter called the Committee, and to
be composed of seven members to be appointed by the President of the
Inited States, by and with the advice and consent of the Senate, At
least three of the members shall be members of the Federal Reserve Board.

No member, officer, attorney, agent, or employee of the Committee
shall in any manner, directly or indirectly, participate in the determina-
tion of any question affecting his personal interests, or the interest of
any corporation, partnership, or associstion in which he is directly or
indirectly interested. Before entering upon his duties, mach member and
cfficer shall take an oath faithfully to discharge the duties of his
office. Nothing contained in this or any other Act shall be construed to
prevent the appointment as @ member of the Committee, of any officer or
employee under the United States or of a director of a Federal reserve
bank .

The terms during which the several members of the Committes shall
respectively hold office shall be determined by the President of the
United States, and the compensation of the several members of the Committee
who are not members of the Federsl Reserve Board shall be ¥7,500 per annum,
payable monthly, but if any such member receives any other compensation
from any office or employment under the United States the amount so re-
celved shall be deducted from such salary, and if such other compensation
is §7,500 or more, such member shall receive no salary as & member of the
Committee. Any member shall be subject to removal by the President of the
United States. The President shall designate one of the membcrs as chalr-
man, but any subsequent vacancy in the chairmanship shell be filled by the
Committee. Four members of the Committee shall constitute a quorum for
the transaction of business.

Sec: 201. That the Committee may employ and fix the compensation of
such officers, attorneys, agents, and other employees as may be deemed
necessary to conduct its business, who shall be appointed without regard
to the provisions of the Act entitled "An Act to regulate and improve the
civil serviee of the United States," approved January sixteenth, elrhteen
hundred and eighty-three (volume twenty-two, United States Statutes at
Large, page four hundred and three), and amendments thereto or any rules or
regulations made in pursuance thereof. No such officer, attorney, agent,
or employee shall receive more compensation than persons performing services
of like or similar character under the Federal Reserve PFoard.

Sec. 202. That all the expenses of the Committee, including all neces-

sary expenses for transportation incurred by the members or by its officers,
attorneys, agents, or employees under its orders in making an investigation

7




or upon official business in any other places than at thelr respective

hesdguarters, shall be allowed and paid on the tatd
vouchers thll:'!fm‘ spproved by the chalrean. it on of itemised

The Committee may rent sultable offices for its use, and purchase
such furniture, equipment, end supplies as may be necessary, but shall not
expend more than $10,000 annually for offices in the District of Columbia.

The principal office of the Committee shall be in the District of
nolumbia, but it may meet and exercise all its powers at any other place.
e Committee may, by one or more of its members, or by such agents as it
sy desipnate, prosecube any inquiry necessary to its duties in any part of
the United States.

Sec. 203. That the Committee may, under rules and regulations to be
preseribed by it from time to time, investigate, pass upon, and determine
whether it is compatible with the national interest that there should be
sold or offered for sale or for subscription any issue, or any part of
any issue, of securities hersafter issued by any person, firm, corporation,
or association, the total or aggregate par or face value of which issue anc
any other securities issued by the same person, firm, corporation, or assoc-
jation since the passage of this Act is in excess of §100,000, Shares of
stock of any corporation or assocliation without nominal or par value shall
for the purpose of this section be deemed to be of the par wvalue of §100
each., Any securities which upon the date of the passage of this Act are in
the possession or contrel of the corporation, association, or obligor is-
guing the same shall be deemed to have been issued after the passage of
this Act within the meaning herecf.

Nothing in this titlc shsll be construed to authorize such Commiitee
to pass upon (1) any borrowing by any personm, firs, corporation, or associ-
ation in the ordinary course of business as distinguished from borrowing
for capital purposes, (2) the renewing or refunding of indebtednesa existing
at the time of the passage of this Act, (3) the resale of any securities
the sale or offering of which the Committee has determined to be compatible
with the naticnal interest, (4) any securities issued by any railroad corpor-
ation the property of which may be in the possession and sontrol of the
President of the United States, or (5) any bonds issued by the War Finance
Corporation.

Nothing done or omitted by the Committee hareunder shall be construed
as carrying the a aof the Committee or of the United States of the
legality, validity, worth or security of any securities.

Sec., . at there is here appropriated out of any money in the
Treasury nﬁ&uthg-ﬁ_n Ipprrﬂpriltl:f for the remainder of the fiscal year
ending June thirtieth, nineteen hundred and elghteen, and the fiscal year

nineteen hundred and nineteen, the sum of §200,000
for the purpose of defraying the expenses of the establishment and -i:u-
nance of the Committee, including the payment of the salaries and ren

herein authorised.




Sec. 205. That the Committee
first dey of each regular session, including
receipts and expenditures, and
and employees and the salary paid to each,

Sec. 206, That this title shall ¢
after, the expiration of six months
date of such termination to be detern
of the United States, but the President

declare that this title is no longer necessary
cease to be in effect. -

Title III.—Miscellaneous

Sec. 303. That the term "securities,” as used in this Act, includes
stocks, shares of stock, bonds, debentures, notes, certificates of in-

debtedness, and other obligations.




Personnel of Capital Issues Committes

Washington Office
Nov. 15, 1918

¥erheras of Committee

C. Se
F. H.
He Co
Ji B.
d-l 5"
Ju Se
Fo As

Counsel

Hamlin,
Goff
Flower
Brown
Drum
Williams
Dalano

F. R. Board {MI

Cleveland Trust Co,

Fidelity Trust Co., Kansas City, Missouri
National Bank of Commerce, Louteville
£an Franolsco

Comptroller of Currer~y

F. R. Board

fradley Palmer, Chief counsel

Sherman Woodward, Assistant counsel
Exccutive Sﬂﬂrﬂf-l-‘l'jl", = S« L« Selden
Aseistant Executive secretary -

Y. W. Beebe

Thornton Cooks

also

, Secretary = Dudley Cates

4 examiners and analysts

1 statisticlan and supply agent
14 stenographers

10 file and docket clerks

4 messengers and mail clerks




Appendix ¢

Members of Ddstrict Committees
of Capital Issues Committee

Mistrict No. 1l—Poston.

Frederic H. Curtiss, chairman; Chas. A. Morss, vice chairman
Francis R. Hart, John E. Oldham, Robert Winsor, {31.;1-1*1: Francis ﬁéuu
Henry B. Day, Henry G. Bradles, Philip Cabot, Allen Gurtis, Robt. W, ’
Huntington, Jjr., Allan Forbes, Arthur M. Heard, James F. Jackscn
“rank W. Matteson, Edsund R. Morse, H. M. Verrill. ;

District No. 2--New York City.

Plerre Jay, chairman; Benjamin Strong, vice chairman; Frederick
Strauss, vice chalrman; Franklin . Brown, John R. Morron, Chas. A.
Stone, Martin Vogel, S. Reading Bertron, Harry Bronner, Newcomb Carlton,
Walter P. Cooke, George B. Cortelyou, Allen B. Forbes, W. T. Graham,
I:}Eﬂrg'e E. HW’ ﬂ'ﬂ.ﬂ. W. Kl"ll::h, Thomas ‘- Imt-_' Edwin Gs Hﬂm-ll:

E. H. Outerbridge, Chas. V. Rich, Walter T. Rosen, Charles H. Sabin,
fim. L. Saunders, Mortimer L. Schiff, Arthur Sinclair, jr., Oscar 5.
Straus, Henry R. Towne, James N. Wallace, Albert H. Wiggin.

Ddstrict No. 3—Philadelphia.

Fichard L. Austin, chairman; E. P. Passmore, vice chairman;
Clarence M. Clark, John Gribbel, Albert A. Jackson, Tewis Lillie,
Howard 3. Graham, John Broocks, Robert W. Daniels, Charlss Fearon,
Geo. H. Frasier, A. C. Dinkey, Thomas S. Gates, Charles C. Harrison, jr.,
Walter C. Janney, Horatio G. Lloyd, W. 5. Maddox, Benjamin E. Mann,
John 8. Newbold, George K. Redlly, G. W. , Ferdinand W. Roebling, jr.,
H. B. Schooley, F. B. Snyder, L. Scott Townsend, Ira Vaughn, Joseph
Hﬂrﬂ.ﬂ‘, j’.l.'-, Charles W. Walsh.

Matrict No. 4—Cleveland.

D. C. Wlls, chairman; E. R. Fancher, vice chairman; A. E. Adams,
J. A. House, H. C. McEldomney, J. R. Mutt, John Sherwin, William M.
Bell, Edward H. Cady, Charles W. DuPuis, F. R. Huntington, C. N. Manning,
H. B. McCraw, Baird Mitchell, Corliss E. Sullivan, C. E. Wright.

Districe No. 5—Richmond.

Caldwell Hardy, chairman; George J. Seay, vice t:ha:l.m:n;
E. L. Bemiss, Herbert W. Jackson, John M. Miller, jr., 5. I. Morgan,

Frederic W. Scott, John L. Dickinson, John Joy Edson, Col. F. H. Fries,
5. H. Oriswold, Jr., Geo. A. Holderness, John A. lLaw, Waldo Newcomer,

R. 0. Fhett, E. E. Thompson, Coleman Wortham.
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Distriet No. 6—itlanta.

¥. B. Wellborn, chairmen; Joseph A.
W. H. IlttiE; Frank m’ Hollins N.
James E. Emtl, A. M, Mﬂlhl, Jas. E. m,

Henry Hall, W. H. Hassinger, Edward W. Lan Marx ’mq
L« M. Pﬂ'.'ﬂ., T. R. m, i- Ce 'I'I.l'l.lfm-:: :l_t-t:. -m'r- #

District No. 7—Chicago.

W. A. Heath, chairman; J. B. McDougal, vice chairman Frank
Yetmore, Rufus C. Dawes, E. D. Hulbert, Ju;'lnrt-m, E. J.I s

Simen Casady, Emory W. Clark, B. A. Eckhart, Louwis A. Fergus
5. A« Fletcher, Oliver C. I'u.{lur, Chauncey iﬂp, John J. ﬂt:.];u
John J. O'Brien, George M. Heynolds, B. E. Sunny, James Simpson. 3

District No. 8—St. louis.

William MeC. Martin, chairman; Rolla Wells, vice chairman;
W. K. Bixby, W. R. Compton, Walker Hill, F. 0. Watts, Breck
Jones, S. T. Ballard, Benjamin Grats, William E. Guy, W. L. Yemingway,

N. A. McMillan, J. A. M. 8.
R o e : (Omberg, S. Sonntag, Embry L. Swearingen,

DMstrict No. 9—Minneapolis.

John H. Rich, chairman; Theodore Wold, vice chairman; George D.
Dayton, William A. M‘-t’ Je Le R“ﬂrd’ John R. H_‘I.t-r.hu]l, W. J. M,
George W. Burton, Walter Butler, F. A. Chamberlin, Isaac Lincoln,

C. B, Little, A. M. Marshall, Allan F. Rees, Sam Stephenson.

District No. 10—Eansas City.

Asa E. Ramsay, chairman; J. Z. Miller, jr., vice chairman;
H. T. Abernathy; P. W. Coebel, Oeorge S. Hovey, W. T. Kemper,
He P. Wright, J. R. Burrow, Dorset Carter, J. S. Cosden, C. L. Davidson,
Luther M.‘. John m, D. N.- ﬂ.l'.'l.h, A. H. nrhl-'. Charlas W. I'.:I’-].I!,
R. C. Fl"hlr'l, Je Ga M, 0. C. Snider.

Distriet No. 1ll-Dallas.

W. F. Ramsey, chairman; ®. L. Van Zandt, vice chairman;
Edward (ray, Howell E. Smith, W. C. Stripling, E. 0. Tenisonm,
D. C. Waggoner, W. R. Orim, Lewis Hancock, John W. Poe, E. Rotan,
John Sealy, L. C. Shattuck, H. W. Smith, J. O. Terrell, R. D.Wilhor.

Matrict No. 12—San Franciseco.

John Perrin, chairman; James K. Lunch, vice chairman; George K.
Batchelder, I, W, Hellman, sr., C. K. McIntosh, J. F. Sartori, George
K. %eeks, J. C. Ainsworth, ¥. F. Backus, R. B. Burmister, A. M. Chaffey,







APPENDIX D

CAPITAL ISSUES COM'ITTEE
OF THE

FEDERAL RESERYE BOARD
WASHINGTON

February 7, 1918.

To the
Chairman of the Sub-Committee on Capital Issues
of Federal Reserwve [dstriot No.

Dear Sirs

The Sub-Committees of the Capital Issues Committes at Wash-
ington will, no doubt, wish to be informed as to the principles end
policies to be adopted in dealing with applioations and requests for
information addressed to them.

It is not possible to give at this time more than general
outlines. A more definite polioy will be developed, and the Sub=Com-
mittees kept informed as to the same, as soon as it becomes possible
to seoure from the various Government Departments a more definite ex-
pression as to their omn policles and requirements. A better under-
standing of the situation and the poliocles toc be adopted will be de-
velonsd as soon ms concrete omses shall hawve been submitted to the re-
spective Departments and will have formed the basis for ocomprehensive
discussion with them.

I. POLICYs The Central Committee and the Sub-Committees
are guided in their deliberations by the thought that omly by sub-
ordinating looal and personal interests to the publie wolfare and
by enforcing the most rigid ecomomy in matters of personal expenditure
can the United States hope to bear its part of the finaneial burden of

the war and to releass sufficient labor and materials for war purposss

without depletion of our own resources. From this point of view the
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Committes has adopted it as its polioy that during the period of the
war favorable sotion should be taken only where State, county, municipal,

corparate, or individual finanoing involve projects which will comtribute
to the sucoessful prossoution of the war or whioch are esssutial to the
public health sand welfare. The Sub-Committees will mssist the Cenmtral
Committee not omly by investigating the cases sulmitted to them, but
they may, in addition, render most important service by watching closely
and kmaping the Board sdvised as to quostions arising in their omm dis-
tricta, both with respect to suoh securities as should come into the
market without the previous approval of the Capital Issues Committes,
and with respect to appropriations snd committments that are being made
and which it is moat important to stop at ths source.

It is hoped that in the very near future the Central Commit-
tes may be mble to make a direct appeal to those im charge of State and
municipal sdministrations. For the time being, however, it is essential
that the SubeCommittess use their looal influenoce in presching the gospel
of econcmy in their commmities and to invite ocooperation wherever they
can, As far as oan be seen the Committees may count on the wholshearted
and patriotic response on the part of all conocermed. All evidenoce points
in that direotiom.

The Cantral Cosmittee reserves the right, of course, to deal
with smch individual ease on its own merits, but an expression as to
policy is given as illustrative o the main purposes the Committes

has in mind,
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(2) The Central Committes will oconsi
tions submitted to it

be used for the payment of such debts in whole or inm
part or excessive cash distributions to sharsholders

are contemplated, or in cases where the requirements
of the corporation may be met in some manner without
undus risk or hardship,

It muat, of course, not be understood that funding of bank-
ing indebtedness inourred after February 1, 1918, will not be permitted.
Close investigation may establish cases where such funding may be proper.
ihat is to be avoided, however, is that those intending to apply for
permission to iseue securities first running into debt, oconceiwably
for purposes not compatible with the public interests, and then asking
for permission to fund the banking indebtednsss already inourred.

(3) As a general basis for its conclusions the Central Com-

mittes is inclined to adopt the policy that the sale of only such new

sscurities ought to be considered favorably as will finance projects

likely to bring results within the oalendar year 1918. Exceptions will bave
to be granted in oases where Government Departments advise that as matter
of military or eeonomie protection work ought to be undertaken extending




that the amount necessary to complete the work may be considered as ir-
relevant as compared with the money already hasarded in the undertsking,

(4) Hﬁmﬁhhmﬁhﬂ“ﬁlﬁunﬂmm
zent of arable lands, nfunthrmmhmh“m
{ssues, the Committee amdopted as its policy that, in passing upon issues
for road construction or for irrigation or drainage projects, covering
lands not heretofore under cultivation, favorable consideration should
be given only to those of great economic or military importance and from
which definite results cam be sscured in time to be of assistance in
meeting the present emergsncy. In dealing with these cases, the Committee
acts in close touch with the Department of Agriculture, and has received
asgurance of the hearty cooperation of that Department, from which advice
1s sought concerning the facts and merits of each individual case.

Each of the Sub-Jommittees on Capital Issues will do well to keep

the Board fully sdvised as to projects for road building in their dis-

tricte and to mae their m“np with local communities wherever they

find that sppropristions are belng made or sought for roads ‘which are
not of essentisl value either from an scomomic or military point of view.
is to whether or mot the roads have any such value, the Central Committee
will seek advice in both cases at hesdquarters and will be guided by such
ndvice,

(5) With respsct to tuilding operations, Secretary MeAdoo made the

following statement:




"Because of the interest of the
in the conmervation of capital and credit
of the war, I have received several inquiries as to whether

tuilding operations of one kKind and another should be die-
couraged. With regard to plans for public talldings undasr
the control of this Department, I have stopped letting con-
tracte except in cases where they were absolutely necessary.

"Home btullding is an excellent thing in normal times, tut

at present, unless there 1s a real shortage of houses for war-
worikers, I strongly advise that materials, valuable labor and
credlt be not utilized for this purpose. Whether homes should
be tuilt should be determired strietly by the urgency of the
need. ® ;

From this statement, it is desirable that btuilding operations
ought to be suspended at this time as far as possible without direct dstri-
ment to health or war work. The statement of the Secretary may be used
to advantage in dealing with plans on the part of municipalities and State
governments to contimue or to provide for new construction at this time.

II. METHOD OF PROCEDUHE: With respect to their own procedurs the
Federal Eeserve Board's Committee and the Advisory Committee, acting as a
Central Committee sitting in Washington, have adopted as a definite policy
that no member will vote or advise in a matter in which he may be interest-

ed, directly or indirectly, and it is understood as a matter of course,

that the Local Committees will act in a like mammer.

The Tederal Heserve Agent is expect to serve as chairman and
the Governor as vice-chalrmen of the Standing Committee of five, and

the Committes will always be in a position to call wupon ons or moTe
members of the duxiliary Comiitee to "sit in¥ on gpecial cases or to

assist the Committee in securin ~ export imformation.
It is hoped that all members of Local Committees will cooperate

he committee
in spreading the gospel and in mking effective the work of &
in their districts.
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It is suggested that the Sub Commlttees use the atyle "Sub-
committee on Capital Issues, Federal Heserve District No. ......"

As to all necessary expenses of members of committees, for ex-
ample, traveling expenses, the Federal Reserve Board thinks it

proper that gsuch expenses should be refunded by the Federal Reserve

'ﬂ_'r""‘lr"'"_'lT T T 2
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Fanks and that all out-of-pocket expenses of the committees should
ha carried in a special item and 1t will be decided later on whathar
they should be carried as an expense by each bank or refunded by the
Federal Reserve Board.

1t may be mecessary for the Central Committee, particularly
in cases where prompt actiom 1s dssired and where thers is no need
for a local investigation, to act without consultation with the lo=
cal committes., In certain cases where the situation is clear pro-
vidsd that the statement of facts can be accepted as correct, the
Vashington Committee, in order to save time, may decide to execute
the letter of approval or disapproval, as the case may be, and send
such letter to the local committee for tranpsmission to the spplicant
provided that the facts upon which the Central Committes based ite
conclusions are substantiated by the local committee. In all cases,
howsver, it is the plan of the central committes to keep the local

comittees advised as to applications and as to the decisions

el so that they shall be fully advised as to the situation in thelr

districte.
if in amy

by sald committes)
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thulnulnuldﬂﬂlﬂlﬂniiﬂ-“ﬂdwmmm
mpear to them helpful. The central committes 1s most snxious to reach
a fair and jJust conclusion in all Cases, and 1t must count on the so~
operation of the entire organisation to bring about the best under-
standing of the problem.

Flease express, on behalf of the central committee, to
all members of the standing committee, mas well as of the mxiliary com-
nittee, the Federal Reserve Board's sincere appreciation of the willing-
ness of the members to help in'this work.

Very truly yours,
(Signed) PAUL M. WARBUED.

Chairman,
Capital Issuss Committee.
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Case 666

Letter of St. Louls District Commi
Committees ttee to Capital Issues

"Our Committee feels ... that there is not sufficient
muﬁ-ﬁupmﬂmhﬂﬁit-mmtur
success and that in order to sellstock to the general public
as proposed, it will be necessary to stress the fact that the
sale of the stock has been approved by the Capital Issues Com
mittes. It is true that the Capital Issues Committee does not
vouch for the validity of the issue, its value or integrity,
but at the same time under the urgent necessity to sell, the
spproval of the Capital Issues Committee might be presented in
such a way as possibly to mislead.®

In a letter to the applicant, after disapproval of the
issue, the Capital Issues Committee stated:

"The Mational stress makes it inopportuns to put out
inflated issuas.®

Tungsten Products Co. Case

letter of Chairmsn Hamlin of Capital Issuss Committee
to Senator Thomas. (lnderlining supplied)

Capital Issues Committee,

as reported on page
Hfﬂl‘mtﬂ ﬁlmrﬂlpl.tll gnmlhtr’

" Iﬂ e
not sanctiocn the issuance of securities to companies deaigned
note and develop minerals of the several sorts mentioned in the bill.
bt hnnﬂmmﬂIhﬂmﬂmtugﬂﬂthaumhn:m
constituents from Boulder County to the Capital Issues Committes
within the past two weeks. m;mﬂ-mmmglgndmt.hnpmdu:-

mentioned in that bill. # # #
tion of tungsten, one of the materials . e il




lative in character. However, I have since consulted the file in
case and refreshed my meEmCTy h"mm the matter with ¥r. J. ;!:il
rm,nﬂbarﬁfthﬂmﬂt-ﬂ,mdlﬂmnldllhtumtiutI
believe to be your misunderstanding of the matter,

Practically every application that comes before this committee re-
specting the issuance of securities by a development company presents
two distinct aspects—the economic and the financial. The former is con=-
cerned with the need of increased output of a given product and the
latter with the methods of ob%aining and using the necessary capital.

In other words, the economic necessity of increased production is not
the only factor to be comsidered in determining whether any issue of

securities is compatible with the national interest; the financial struc-
ture and methods must be sound in order to avoid waste and loss.

The application of the Tungsten Products Mining Co. related to the
sale to the general public of not less than §750,000 of the capital stock
of this company to obtain money with which to buy and develop addi-
tional tungsten-ore bodies and to provide working cspital. It was not
shown that the incorporators, although reliable, substantial, and highly
trained men, were investing any substantial amount of their omn
capital in the enterprise in which they were asking the public to put its
money. The committee can not approve the sale of stock to the general
public under these conditions, regardless of the purposes for which the

used.

roceeds

It appeared also that the newly organized mining company was ex-
pected to finance the Tungsten Products Co., which is omned by the in-
corporators of the mining company. In the opinion of the committiee,
there seems to be no urgent reason at the present time, from the point
of view of the national interest, for the incorporation of the mining
company to take over the ore properties and refining plant of the prod-
ucts company or to finance the latter, especially in view of advices we
received from the Bureau of Mines, Department of the Interior, to the
effect that there is a surplus of tungsten refining capacity in the
country.

I am sorry, indeed, that you had to leave the conference with Mr.
Drum, which mj:tundnd in cc-]:l..:r with mw ﬁ mmmt—
atives of this company, because Mr. Drum
finished his discussion of the factors involved and that this probably

sccounts for your understanding that the application was ﬂ"mr“z =

because it was speculative in W*mwﬂh—

inherently speculative in charac pass bly by

cormittee neverthsless when there is need for increased output n:nuu

MWW—E
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Dear Nr. Hondewsoms

O edmlf of the Sesvetary I wveat 4o
thank you for the nesovendun satdiled,
*he Caplial Iscuss Oemmittos of 1908°,
r. Horgenthan la sy from the sity, beb
1 shall bo glad S0 held 14 for his sbudy
o bis redurm,

Sincavely youwrs,

(Signed) H. S. Kiotz

K 3. Kote,
Private Sesrelary,




1 shall 30 giad %o Mald 1% for Mo sbuly
& his retams,

Sisserely yowrs,

(Signed) H. S, Kiotz

8, Dots,
Hl:hm

Mivivery Gommlsaion to the
hﬂlﬂ“_“
II-IHT.. "




Tead Kr, Dnsdssrweng

On behalf of the Secvetary I veat b
ihomks yos £oF W0 mometumben esddtled,
'R Cupltel Isouss Commdttes of 19187,
W, Nergeathen 1s sy frem the oity, Yui
1 dhall b glad S0 hald 1 for M study




October 1, 1940

Assistant Secretary Patterson gave me the
attached memo, and I told him that I would he
glad to gu along with him on it. He said that
he showed it to Knudsen this morning, and that
Knudsen thought that three months' notice should
be given before production is stopped on planes
for the commercial air lines. He said he found
Knudsen a little bit commercial minded. I
suggested that he ought to talk to Bob Hinckley
on this before he went too far.




Beptember 28th, 1940,

XMGDIATE INCREASE IN AIRPLANE PRODUCTION.

¥e nov have about 1600 combat planes im
ﬁ'“ll-llhﬂiﬁllﬂﬂmﬂfmm'm—
3200 altogether, Many of the combat planes are not of the
latast type. Ilhmhﬂlhuhuthhm
of this fores, in view of the damgers facing us from Burope
and from the Far Bast. The shortage is also a sericus fmpedi-
sent in treining pilots. Our deliveriss sr: mow running behind
schedule, both as to planes end as to engines. Large-scale ex~

pansion of our ssmufasturing plants »ill not make itself felt /
for many months., The immediate and pressing needs of the Army
and the Nawy, as well as the issediate snd pressing needs of

Great Britain for planes to be manufactured here, make it im-
psrative that every possible step be taken to make the ut-

most use of our gresept productive capscity. The situatiom 1is

tos wrpeat to adsit of cempromisss or helf-way messures.
The following steps should be takem without

dalayy
(1). All plants should be put om three shift

basis. l—mm-hm.hthuqm




iag that others are mot. Midittenal fagitiste sosts 1 o sam
~ pemsated for by change orders when mseessary.

(2)e The wtaost 1o stendardisation for eur planss
snd for British planes should be required, 5 Vot 46 A b
vork oo standardisation. This 1s & contimuous process snd sone
sidoraile progress bas already been made, Iseressed offarte
should be applied.

£3)s A1) construstion of comsereisl planes of the
larger type should be deferred, and the machinery and men now en
gaged 1n sush vork should be put into produstien of scubet plemess
The work being dewe oo large airliners in & susber of plants is
o serious impediment to the building of airplames for naticsal de-
fense, No construstion of comsercial planes of the larger typs-
should go forward witheut epeoifis approval of the ar Department
wnd the Navy Department,

(A)s The produstion of ssall comsersisl types of
airplanes should be subordinated 1o military plames shen the mamu-
fasturing plants ean be utilised for parts sn' sub-ssspmblies for
ailitary plemes.

(5). The produstion of planss for foreign countries
other thas Grest Dritain should be stopped, The mmber is small.
Beverthalase, hege planes are o drais en our produstive sapacily
-ﬂ:ﬂ'muﬂmwu_tuum
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October 1, 1940
MEMORANDUM

To: The Secretary
From: Mr. Toung

Re: Financing the Tank Engine Program

On September 21, 1940 the British Purchasing Commission
signed a contract with Continental Motors Corporation for 3,500
tank engines, culminating a series of negotiamtions which began on
August 26. No espital contribution for machinery and equipment
will be recuired from the British, although their order will
utilize new facilities which will cost about £5,000,000.

This contract establishes a pattern for financing which can
be followed in all cases where it is in the interest of national
defense to create productive facilities in excess of those required
for eurrent Army and Navy orders if the following steps be taken:
Certification as %o the produnotive capacity for a particular item
considered essential to nationmal defense is glven to the Reconstruction
Finance Corporation by the Defense Commiesion and by the War or Hawy
Department. On the basis of this certification the Defense Flant
Cornoration (BFC) arranges to purchase the equipment necessary to
vrovide the productive capacity certified as essential, and agrees
to lease 1t to a private manufacturer or manufacturers. To the
axtent that current orders for the Army and Navy do not utilize
this entire capacity, a balance remains which can be taken wp by

British orders.

The orders for tank engines provide a specific example of
this pattern in operation. They were worked out as follows:

1. On September 9 the Army signed a contract
with Continental Motors for 1,000 tank engines,
delivery to begin in October 1941 at the rate of
200 per month. This contract contains an option
for an additional 1,000 engines to be delivered
at the same rate, beginning in March 19423,

To provide capacity for the pﬂiﬂtinn'uf
these engines, the Assistant Sacretary of War
certified to the Reconstruction Finance Corpo-

ration on September 13, 1940 that:

"The greation of pamufacturing capaclty
gapable of produsing 20 Medium Tank




engines per day by the Continsntal
Motore Corporation of Detroit, Michigan

is essential to the national defen 4
the United States.” o

A similar certification wae issued to the Reconstruoti
on
Finance Corporation by Mr. Willism 5. Keudsen of the

Hational Defense Commission on September 11
who smid: - A

Mevessdin my opinion the establishilght

of a Continental Motors Company plant

in the clty of Detroit, Michigan for

the manufacture of engines for military
tanka at the rate of 20 per day is neces-
sary in the interest of national defenss."

On the basis of these certifications m contract
was aigned between the Defense Plant Corvoration
(RPC) and Continental Motors Corporation on
September 21, 1540. It provides that the Defense
Plant Corporation buy machine toels to a total
value of $8,000,000 and lease them to the
Continental Motors Corporation for the production
of tank engines. This leasing agreement terminates
on September 20, 1943, but Continental is given the
privilege of extending it to September 30, 1347.
The rental charge is to be sufficient to amortize
the ecost of the eculpment over 5,500 engines, after
which there will be no further remtal charge for the

use of the machinery.

A contract was then signed on Sentember 21 betwean
the Britlsh Purchasing Commission and Continental
Motors Corporation providing for the purchase of 3,500
engines with delivery to begin within 8 months, or
within 90 days after the last machine tools are
installed, whichever be sooner. It ls entimated by
Continemtal that they will be in preduction by
February or March 1541, thus giving the Eritish the
total production of the plant until October 1941,
when the Army deliveries begin. By that time it ls
sstimated that the Eritish will have received a.‘hz-;';.t
1,900 engines, after vhich they will get about
engines per month, and the Arzy 200,

Under this sgreement the British put up no

tization of the pro-

r
eollateral to guarantee amo 1y using

duction facilities, since they are eimp
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at any time to f111 United States
of an emergency. The British
the necessary working capital
their order by making advance payments
in sccordance with the following
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the date of the contrast
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Credit for the advance payments will be received
as engines are delivered.

This sgreemsnt gives the Eritish an option
to purchase additionsl engines in blocks of
1,500 for delivery at the rate of 400 per month
thr June 30, 1947. They will, however, pay
rent (amortization of machime tool investmant)

"only on the first 3,500 engines.




Report of the
PRESIDENT'S LIATSON COMMITTEE
an

Foreign Purchasing Other Than British
July 1 - October 1, 1940

On December 6, 1939, the President created what ia known as
the Liaison Committee to represent the American Government in its
contacts with the interested foreign Governments in sll matters
relating to the purchase of war materials in the United States.

The Fresidemt's Liaison Committee was to serve as the
exclusive liaison with reference to procuremsnt matters between
this Government and the interested foreign Governments. It was
to hold fregquent sessions at which it would receive an ascredited
representative of the embassy of any interested foreign Government
for the purpose of giving consideration to the requirements of
such Govermment for supplies, equipment and materials in relation
to: (a) availability of the desired articles; (b) priorities,
and () prices.

The original membership of this committee consisted of the
Director of Procurement, Treasury Department; the Quartermaster
Ueneral of the Army; and the Paymaster (eneral of the Navy. In
June, 1940, the membership was amended to provide for the executive
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the place of the Directar of Procurement. In addition, the Admin-
W;Wufhmwmmwuamnmﬂm.

Minngndth-ﬂntpﬂarJuh,uﬂﬂlhpm
taken by the Committee to make it a functioning organisstion, its
prinary purpose being to coordinate the sctivities of the British
Furchasing Commission with the Undted States defense program.
Routine reports and procedures were instituted, close contact was
established and maintained with the British Purchasing Commission,
mdhtmlmmmmtdﬂththﬂuhw,
thﬂiirw,thn!{mw,mthnmnmm.

The Liatson Commitiee provides the foousing point for all
contacts bstween the United States Govermment snd foreign Governmemts,
with respect to the purchase of war materials. The work of the
Committee has become increasingly significant as the defense program
has developed and as other foreign Oovernments have become active
purchasers of eiroraft and war suppliss in the United Ststes.

In times past certain war supplies have been made availabls to
foreign purchasars from Army and Navy surplus stocks. This situation
has now changed, partly because surplus stocks have been depleted and
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partly because items which had been declared surplus have been
removed from this category in view of cur own domestie require-
ments.

Frior to June, 1940, the placement of arders fop foreign
sccount was & relatively simple matter. Because of the demands,
nowever, of the United States dafense program on the production
capacity of this country, it became imperative that all foreign
purchasing of war supplies be coordinated with ocur own Army and
vy programs. This coordination has called for the adjustment
of Iforelgn orders already placed with United States mamufacturers.
It has necessitated export control over essential war supplies
including machine tools as well es finished goods and critical raw
materials. It has required the allocation of production capacity
for war materials between domestic demands and forelgn needs.
Standardization n_f aircraft, tanks, guns and amminition has been

vital to the securing of coordinated expansion. Methods of

financing for large foreign purchasers as well as for United
States defense programs have had to be evolved where expansion

of production capacity was necessary. In all of these fields

the Liaison Committee has taken an active part and cooperated

with the Advisory Commission, the War Department, the Navy Depart-
ment, the Administrator of Export Control and the State Department.




In order that control might be exercised over the placement of
foreign orders, a system of Preliminary Negotiation Reports was
sstablished. This system provided that a foreign purchaser receive
clearance through the Liaison Committee before any formal contracts
eould be signed for the production of war materials by United
States manufacturers. This system, originally instituted for the
Sritish purchasing program, has since been extended to include the
Netherlands, Brazil, China and Eire. FPreliminary Negotiation

Heports are filed on standard forms which give details concerning

the items to be purchased, as well as the suppliers or manufacturers (/

to be used. These reports, whan received by the Liaison Committee,
are transmitted to the Advisory Commission, to the War Department
and the Navy Department for consideration. Hecommendations of
each Department are made to the Liaison Committee which, in turn,
gives the foreign Government & coordinated reply with respect to
its request.

In many instances where a foreign purchaser may not be acquainted
with a source of supply for a specific item, or where the suppliers
listed may be completely booked with United States Govarrment orders,
an effort is made by the Committee to suggest slternate sources which

might be available and which would nmot conflict with Army and Navy

programs.
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In addition to Preliminary Negotiation Reports, the Liaison
Committee has, in certain instances, insisted that foreign Govern—
ments uu::tmlﬂintﬂtmiﬂmtﬂaﬂuphhmwm
specific fields. The best example of this is the British sireraft
program, which was worked out through negotiations extending from
July 17th to September 27th. A similar aircraft program was also
established for the Netherlands, and other programs are being con-
sidered for machine guns, heavy ordnance, machine tools, tanks,
and optical instruments.

[ne to the confusion arising in the minds of domestic mam-
facturers as to the priorities which Army and Navy contracts may
assune, the Liaison Committee has adopted the practice where
necessary of notifying American mamufacturers when foreign orders
have bean cleared by the interested Oovernment agencies. Manu-
facturers have fully cooperated with the Committee by notifying

foreign purchasers that clearsnce for orders must be obtained

before contracts could be signed.

In the matter of expert control, the Liaison Committee has
worked elosely with the Administrator and with the State Department.
Mﬂmmmmﬂmhrﬂ#mﬂr
the purpose of expediting licensing arrangements and clearing up
misunderstandings over export regulations. The Committee, in




cooperation with the State Department, has been surveying and
analyzing export licenses issued for aireraft and other war

supplies. Meny of these have been outstanding for some months

and must be reexamined in the light of the United 3tates defense

Programs. a

In all instances the Liaison Committee has endeavored to
be of service to foreign Governments desiring to purchass war
materials in the United States and at the same time to be of
service to the interested United States Government agencies by

correlating foreign purchasing requests and submitting them
for recommendation in a standardized and uniform fashion.
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The Committee recelved its firet direct communication from

representatives of this government in February, 1940, when a request

was recelved Ior the names of companies that manufacturs ﬂptiﬂlll

instruments for gemeral ordnance use. This request was answered

directly by the Havy Department.

There were no other requests of any significance mnd apparently

no direct contact with represemntatives of the Argentine Government

until August 20, 1940, when the Committee received & recusst for

clearance on 50 unlte of materisl for (urtise Hawk T5-A airplanes to

be shipped knocked down. Olearance on thie recuest was forwarded on

September 4, 1940,

Ko

other sigjnificant reoussts have besn cleared, btut as of

September 30, 1940, the following requests were pending!

1.

2.

3.

If

A requesst for clearance on 3,000 bombe, which was
filed on September 21.

A request for clearance on 15 North American treiner
airplenes, which was filed on September 26.

A recuest for clearsnce on the purchese of & mEnu~
fecturing license for North Americen trainer air-
planes, which was cleared on September 26.

the requests for clearance show any marked incresse, it is

contemplated that a system of Prelizinary Negotiation Reports similar

to that used by the British Purchasing Commission will be established.

The Committes desls with the
Weshington on navael purchases,

Havel Attache 2t the Embassy in

and with an aeronautical mission in

¥ew York Oity on aircraft and .Hlltllﬂ_. {tems. These operate

independently.




The Committes received its firet direct sommmisation from
representatives of this Government sarly in Angust. Previous to
that time, the Brasilian Government apparently had direct contact with
the ¥War Department, but its requests did not flow through the
auxittn.

Since the requests have been flowing through the Committes,
the following items have been released;

1. 16 5"/38 guns complete with mounts on August 29.

2. 616 boubs of various sizes on September 21.

At the present time requests for clearance are pending on the
following itemsi

1. 680,000 machine gun cartridges of .30 and ,50 eeliber.

2. 30,000 .50 belt links.

3. A small amount of fire control equipment. -

L, $30,000 worth of spare parts for Wright airplane ﬁ.ﬂn

To expedite handling of reguests for clearance, & system of
Preliminary Negotiation Reports similar to that used by the British
Purchasing Commiseion has been imstituted and the first report was
filed on September 26.

In addition to clesrances on specific items to be purchased,

the Committee has assisted the represeatatives of this Government

to get information on sources of supply for fire control equipment,
demolition bombs, belt links, mines and ulﬂrid‘.pl_i and on firms

capable of cleaning gun sights.




The Committee deals with a military commiseion, which has ite

heedquarters in Waghington, D. C., and an seromsutical commission,
which has its headquarters in New York City. These missions operate
independently.
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The Committee received ite firet direst communicetion from
representatives of this Government in Merch, 1940, when a conference
wes held with them to discuss thmmtnimimm—m
in this country, At that confersnce a 11st of information desired
was submitted and this information was eupplied soon theresfter.

Since that time there have been about half & dozen clearances
»

on specific items, all of a rather minor naturs. During the three
months ended September 30, 1940, the following clesrsnces were
released;

1. Information on 90 mm. A.A. guns on July 13,

2. Information on animel ambulances on July 15.

3. Information on anti-sireraft equipment avaellable in
surplus atocks on September 16,

k, Information on 4 Pack Howitzers on August 2,

As of September 30, 1940, no requests were pending which required
action by the Liaison Committee.

If the requests for clearance shov any merked increase, it is
contemplated that & system of preliminery negotiation reporte similar
to that used by the British Purchasing Oommission will be established.

The Committee demls with the Chilean Asbassador sad also with

the Naval Attache of the Chilean Embassy in cleering these requests.




On two occasions the Liaison Committes has been contacted by
the Chinese Ambassador as well as by the Financial Advisor to the
Republic of China. The subject of these discussions was the desire
of China to purchase certain sircraft which had been ordered in
the United States by the Swedish Government and for which export
licenseas had been revoked or rejected.

The Chinese Ambassador was informed that that wee a matter to
be taken up with the representatives of the Swedish Government.

It was reouested, however, that the Liaison Committee be informed
as to any negotiations that transpired.

In addition to the foregoing, it is understood that China
contemplates a purchasing program in the Unlted States, and in order

to expedite the handling of these requests the representatives of

Choina have been asked to file Preliminary Negotletion Heports in

erccordance with the customary procedure.
At the present time China has unfilled orders for 6 Beech

o

training planes, 1 North Asericen traimer end 6 Vultee attack bombers,

all to be delivered by December 1, 1340.




Domind ie

The Committee received ite only direct commmnication from

representatives of this Government in the form of a letter received

from the Minister June, 1940, requesting clesrsnce on, and essistance

in, the Wﬂh‘l of 3,000 Bpringfield rifles. The Committee advised
the Minister on June 17, 1940, that he probably could not get any
kind of rifles from menufacturers at this time, but thaet he could
get 3,000 Enfields from surplus stock if his application were filed
promptly. There is nothing in the files of the Committee to indicate

whether thie suggestlion was followed.




Eire

On June 7, 1940 the Minister of the Irish Free State filed &
request with the Fresident's Liaison Committee for the release of

war materiel Irom Unlted States Government stocks., This request listed

25 sirplance, rifles, scout cars, field gune, anti-tank guns, radio
sets end amunition. After this matter had been considered by the
interested Covernment departments, the Irish Minister wms notified on
June 21st that this request could not be complied with.

On July 19th & further request wee received by the President's
Lizison Committee in whiech the Irish Governmeant stated that 1t would
1ike to purchase three destroyere from Havy surplus stocks. This
recuest wee taken un with the Nevy Departuent and the Irish Minister
wes informed on August 9th thet there were no destroyers avallatle
for sele &t the present time.

In pddition to the foregoing, & recuest was made for the release
of 20,000 Lee Bnfield rifles, with ammunition, to be secured from
United States Army stocks. As all surplus Lee Enfield rifles had
been sold, however, none were available for gale to Ireland. It wes
suggested that the Irish Minister might De able to purchese some
riflee from the Eritish. A transactisn for 20,000 rifles was
subsaguently concluded between those two parties.

At the present time, Eire has an unfilled order with the Douglas

Aircraft Company for ome DO-3 transport to be delivered before the

end of September, 1940, As the Lislsen Comnittee has
ig contemplating {urther purchase of war

been informed

that the Governmeat of Eire
naterisls in the United States, the Eire r

requested to use the Preliminary Wegotiation Heport system.

epresentatives have been

/




Finland

The Committee received its firet direct communicstion from
representatives of this Government h‘!u‘bru:y, 154%0. There was a
considerable number of requests for clesrancs during the Bussian
invesion., Since that time, there have been very few requeste, and
those which have come in have been of & very minor charscter.

During the three months ended September 30, 1940, four recussts
vere received, of which three were approved in whole or in part and
one was dlsapproved. COnly ome of these was for e particuler product
(ignition wire), the others being for drawings, specificetions, or
instruction manuale.

At the present time there is one request from the Government
of Finland pending with the Committee. Thie was filed on September Z1,
1540, and covers five sets of specifications for U, 5. Army parachutes
and for eilk for U. 8. Army parachutes.

The Committee deals with the Military Attache end the Assistant

Hilitery Attache at the Legation in Washingtoz.
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Grasage

On July 24, 1940 the Ohencellor of the Royal Greek Legation
called upon the Liaison Committes to secure information about airoraft
and aircraft engines for training purpoees. The Greek Goviriieh
wished to place an order for fifty tralnere and demanded quick
delivery.

The Chancellor's request was tranemitted to tha Advisory
Cozmission, the War Department, and the Navy Department. O(m August 13,
the Greek Chancellor was advised that it might be possible to place
an order for fifty treining engines without interferance with U. B.
Government programs, and advice was glven as to what compenies would
offar the best possibllities.

On August 27th the Secretary of State trensmitted to the
Secretary of the Treasury & copy of Dispatch #4275 of July 2, 1940,
from the American Legation at Athens, Greece. This dispatch gontained
a copy of a letter from the State Aireraft Factory of Greece requsst-
ing Americen specifications for aireraft.

On August 30th the Secretary of State was requested to sacure

more detailed information concerning the specificetions wished by

the State Aircraft Factory, inassuch as 1t was impossible to release
nal diepateh.

any sppropriate information on the basis of the origl

It was suggested that the Greek Legation communicate directly with

the Liaison Committee for further informatlion.

On September 17, 19310 & letter was received by the Lisison

Committee from Namstrad, wﬂtnl. mmul contractors,
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making 8 request for the War Ministry of Greece. This request was

for the purchase and quick delivery of fifty or more airplane engines,
together with suitable pursuit planes. Hamstrad, __Inuumutld.. Vas
advised that this type of request should be n’ ﬂnnﬂ: by the
official representatives of the Greelk Government in Washington.




inﬂn-ﬂhina

On June 28, 1940 the Liaison Comnittee was notified by the

State Department that a purchesing mission was being sent to the
United States by the Governor General of French Indo-China. The
Stete Department was sesured by letter, July 11, that the President's
Lisison Committee would be delighted to cooperate with this =ission
upen its arrival in this country. Subsequently the Departoent of
State Informed the Indo-China Miesion that 1t should contact the
Lisison Committee for the purchase of war materials in the United
Stetes. o communicatlions ever paesed betwaen the Inde-China
Mission end the Lialson Committee, end no conferences were ever held
with that mission. |

On September 16th the Assistant Secretary of State transmitted
to the Lisison Committee & llst of materiel and ammunition necessary
to the defense of Indo-Chins, which had heen submitted by the Indo-
China Purdhasing Mission, This 1list contained & request for sbout
140 eirplanes of varying types, as well as guns of various sizes,
together with ammunition, and several boats.

This recuest was transmitted informslly to the War and Kavy
Departments, both of which steted thet none of the items requasted
wera available from surplus stocis, that it was doubtful if any
nriorities could bhe granted from United States Government dellveries,

and that 4t would take many months before any of the items could

be obtained from United States manufacturers. This information wes

duly transmitted to the Assistent Secretary of State.
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Lran

The Liaison Committee was notified on April 2 that an Aviation
Mission representing the Government of Iran was in the United States,

It was not until July 18, however, that the accredited representativas
of the Legation of Iran called upon the Liaison Committee with a
request for certain information on pursuit planes and bombers. In ad-
dition, it was desired to get certain data as to performance and cost,
as well as to the possibility of securing foreigm manufacturing licenses
for American planes,

These matters were taken up with the War Department and The Advisory
Commission to the Council of Bational Defense, Subsequently on August 3,
the Adr Attache of the Legatiom of Iran was given the information
requasted,

On August 19 a further conference was held as the representatives
of Iran had had certain difficulties in securing specifications and
informetion from domestic manufacturers with respect to certain aircraft,

These airecraft manufacturers were advised by the Liaison Committee

to transmit to the Iranian representatives those specifications which had

been officially released by the Government for export and every effort
was mde to secure the additional information which the Iramian repre-

sentatives wished at that time.
On September 3 approval was secured from The Advisory Commission,

the War Department and the Navy Department for the Iranian representatives
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bombers, for the purchase of 30 Curtiss P-40-D Pursuit planes, ard

for the issuance of & manufacturing license oy the Curtiss-Wright Corpor-
ation to the CGovernment of Iran for the mamufacture of Hawk 75A alrplanes,
less engines. As a condition of this approval, it was requested that a
final clearance of ths proposed sales be secured prior to the actual
signing of any contractas,

Bacause of the fact that delivery on the aireraft mentioned above
could not be secured without long delay, the representatives of Iran called
upon the Liaison Committee and asked its help in securing a quicker
delivery of either of the planes referred to, or of comparabls types,

This request was taken up with the War Department, the Navy Department
and The Advisory Commission, as well as with certain of the aircraft and
aircraft engine manufacturers. At the present time this matter is still
under consideration.

In this connection, it should be moted that Iran has, as of
September 14, 1940, unfilled orders in the United States for 10 Curtiss
Hawk 75A pursuit planes and 25 Rearwin trainers, all of which will be
delivered by February 194l.

In addition to the aircraft program, the Minister of Iran requested
the Liaison Committee on Augast 29 for clearance on an order for spare
parts for the maintenance of certain Colt machine guns wiich had been pur-
chased previously. After complete information had been secured from

the Minister, this matter was taken up with the interested Government

departments and clsarance secured for this order.
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kexico

The Committee has had no direct commundcations from representatives

of this Goverrment. num,m,thtnmn
of this Govermment attempted to negotiate with the Colt Patent Fire Arms

Company for the purchase of a large quantity of heavy machine guns for
infantry use.




The President's Liaison Committee has cooperated closely with
the various purchasing missions of the Netherlands since April 1940.
Although a purchasing mission had been operating in this country for
seven months prior to that time it had been interested solely in the
purchase of commercial items as distinguished from the purchase of
war materials.

After the capitulation of Holland, many of the orders which
had been placed for that country in the United States were assumed
by purchasing missions for other parts of the Netherlands Empire.
Mthough by far the largest part of war supplies are on order for
the Netherlands East Indies Goverrment, orders have also been placed
for the Royal Netherlands Navy, for Surinam, and for Curacao.

The Netherlands purchasing program has beem handled by three
different purchasing missions in addition to the Royal Netherlands
Legation. These three missions are the Hoyal Netherlands Navy
Purchasing Commission, the Royal Netherlands Indies Ordnance
Commission and the Royal Netherlands Arsenal. Negotiations for the
purchase of miscellaneous items have slso been conducted through

export firms and agents in the United States.
meld.d.mﬂn-ﬁm,mnfthnﬂﬂimlﬁummgfrm

the decentralization of Netherlands purchasing has emphasized the
need for a centralized Netherlands purchasing agemcy &s Netherlands
orders, taken as a unit, constitute the second largest foreigm

purchasing programe




In order to secure an adequate picture of the Netherlands propram
and to expedite the placement of Netherlands orders, the Liaison Committee
hes taken three steps to secure the necessary coordination.

First, because of the pressing need on the part of the Netherlands
for aireraft, information was secured as to aircraft orders already placed
in the United States as well as potential orders which the Netherlands
desired to place. This aircraft program was treated as a unit and has
zlready been coordinated with the production schedules established by
the Advisory Commission to the Councll of National Defense for the
allccation of U. S« sircraft production up to April, 1542.

The second step to coordinate the Netherlands Purchasing program was
the establishment of & Preliminary Negotiation Report system. FPreliminary
liepotiation Heports hawve been used for the clearance of Eritish orders for
some time and the procedure was easily adapted to meet the needs of the
Netherlends. In brief, this system requires the Netherlands missions to
cet clearance through the Lisison Committee, before orders are placed
and contracts signed for war materials in the United States. The Committee
does not take sction until it has received the recommendations of the
Advisory Commission, the War Department, the Navy Department, and, in
certain instances, the State Department, This procedure prevents use for
foreign orders of United States production capacity which may be needed

for national defense purposes.
The third step to secure coordination was to aslk the various Netherlands

purchasing missions to compile complete data on all orders already placed

and outstanding. Thﬂfulfﬂjmntufthiurnquati:mmpmmﬂmd




should be completed shortly. Ltth-mtﬂnthumtinﬂmﬂm
dmmmuwhmmmsuuwm
of export licenses issued.

mmﬂﬂmhm&mnﬂtﬁ-fwmmmthuum

where the Netherlands has purchased war materials from United States Army
or Navy surplus stocks.

As indicated sbové) complete information on orders already placed
and outstanding for the account of the Netherlands has not yet been se-
cured. Detailed information is given below on the Netherlands gircraft
program, on the orders for other materiel as reflected by the Netherlands
Preliminary Negotiation Reports since August 29, 1940, and on the
Netherlands purchases from U. S. Army and Navy surplus stocks.




A. ATRCRAFT FROGRAM

On May 15, 1940, the Iiaison Committee was first apprised of the
intention of the Netherlands to purchase aircraft. Subsequently a
saries of unrelated requesta were filed for the purchase of 370 airplanes,
consisting of pursuits, trainers, two-engine bombers, dive bombers and
militery transports. Thesse were considered by the War Department and the
Wavy Department but it socon becane apparent that, if the Netherlands were
to receive planes without considerable delay, engines would have to be
diverted from United States Covernment orders.

Because of the confusion over these Individusl requesis the Iiaison
committes insisted that the Netherlands representatives file a complete
aireraft rrogram showlng orders already placed, orders under negotiation
and orders to be negotiated. Further, it had been brought to the attentlion -
of the Committee that the Netherlsnds representatives were placing aiserait {
contracts with domestic mamufacturers without receiving clearance from the
idwisory Commission or the War and Navy Departments. Finally an adreraft
progran was compiled with the cooperation of the Netherlands representatives
and the interested U. S. f}nfl::'mﬂﬂfnt agencies showing the aireraft and

related items on order and to be ordered.

. As of August 20, 1940, the Netherlands had on order 72 Brewster pursuit g

ships, 108 Brewster dive bombers, 2/, Curtiss interceptors, 64 Ryan trainers,
and 2 Vought-Sikorsky amphibians. Of the 320 aircraft engines of various
types required for these planes, 31 had originally been ordered by the
Dutch Navy, 12 ordered by the Royal Dutch Alrlines, and 30 ordered by the
Duteh Army, mnmnrzwmmmuwmmw

United States éngine production capacily was available. These orders for
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Defense on September 4, 1940.

In addition to these orders, the Netherlands representatives wished
mphn-ndditimﬂlnrdlﬂrﬁr"ﬂmmtm, 54 Brewster
dive bombers, 48 Consolidated PBY flying bosts, 36 Curtiss Falcon pursuits,
24 Curtiss P-36 pursuits, 20 Lockheed transports, 6 lLockheed trainers and
&, Ryan trainers. These were duly considered by the Advisory Commission,
the War Department, the Navy Department and the Asronautical Board. On
September 4th, clearance and approval from the interested Goverrment agencies
was secured for the 36 Curtiss Falcon pursuits, the 20 lockheed transports,
the 24 Ryan trainers and for 36 of the 48 Consolidated PBY flying boats.
Thus of the total of 288 aircraft which the Netherlands wished to buy,
clearance and approval was given on a total of 116. Approval and elearance
cquld not be given on the balance of 172 because engine production capacity
was not available.

In those instances where clearancé was given, the Netherlands already
owmed or had on order, 85 engines which had been acquired from the British,
2, engines originally ordered by the Dutch Navy and 18 engines which have
been bought second-hand from United States airlines. The Netherlands
r@mmutiﬂnmmdntmtmthuﬂmmmmgimmthnau
orders that the quantities of collateral materials to be purchased, in-

cluding guns, bombs, propellers, spare parts, etc., should be reduced %o
correspond with the mumber of planes given clearance.
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In this connection, it should be noted that the Netherlands has
already ordered approximately 1500 machine guns to be used with the
planes itemized above as well as 14,000 aircraft bombs of verious alszes
and types.

Since this aircraft program was filed and considered, the Netherlands
representatives have requested clsarance on additional orders for 20 Ryan
trainers end 54 Lockheed bombers. These requests are now recelving con-
sideration by the interested Government agencies.




In August, 1940 the wvarious Netherlands purchasing missions were
asked to file Preliminary Negotiation Reports for all items which were
to be ordereds The first of such reportswas filed on hugust 29, This
system, which is the same as that used by ths British, greatly expedites
the handling of clearances for orders to be placed as the channels of
procedure are already established. By using Preliminary Negotiation
Reparts the Netherlands secure a reasonable insurance against cancellation
and deferment of orders which might be placed without such clearance, as
well 2s some indication that there is no objection on the part of the
United States administration to the export of the item to be ordered at
the time the order is placed. Further, in many cases where a request
for clearance is received for a specific source of supply, it has been
found that the mamufacturer was already completely booked with United
States orders. In such cases arrangements have been worked out for
suggesting through the Iiaison Committee other sources of supply wiich
might be made available and which would not conflict with the United
States defense program.

Twenty-four Preliminary Negotiation Heports were received between
Augnst 29 and September 21, 1940. Two of these were cancelled at the
request of the Netherlands representatives. At the close of business
on September 21, 14 of the remaining 22 had been approved in an average
elapsed time of 15.2 days, and 8 were still pending. Fifty percent of

the 14 which had been approved were held in abeyance for several days

in order to allow for the coordination of the Dutch program with the
Eritish and United States programs. There is attached hsrewith a de-




.mmnfthmuurmn,mﬁﬂ, of reports
filed since that date.

Since September 21st a large number of additional Preliminary
Negotiation Heports have been trmmthdtath-ﬂm&ﬂtﬁ;lnl

are now under conslderation. It is contemplated that, in addition te
the Reports which have been filed for ammurition, bombs, guns, mines,

motor vehicles, searchlights, tanks and textiles, there will be still
larger orders for all ordnance items.




On June 14, 1940 the Royal Netherlands arsensl filed a list of
ordnance items which it wished to secure from United States Govern-
ment surplus stocks, if poseible, consisting of verious sizes and
types of anti-aircraft guns, rifles, batteries of field guns, anti-
tank guns, coast defense guns, all kinds of ammnition and T.H.T.
If the Netherlands could not secure these items from surplus stocks,
it was their desire to have them mamufactured in United States
Government arsenals. Subsequently it was pointed out in reply that
there was no authority to make available the production facilities
of United States Goverrment arsenals to mamufacture the armament
desired and, further, that none of the items requested were avail-
able from surplus stocks.

From that time to .lugtlst-_ 29th, when the Preliminary Hegotlistion
Report system was established, a great mumber of uncoordinated

. requests for* guns, amminition, bombs, and fuzes of all types and
sizes were received by the Liaison Committee. In every case it

was pointed out that these items were not available from United

States Government stocks and, Il:-ni.;{m possible, commercial
sources of supply were suggested. Th-uuhlinhnmt.urthn
Preliminary Megotiation Report system has for the first time
brought these miscellaneous requests into concrete form so that
the extent of the Netherlands program as a whole may be determined.
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On August 16th the President's Liaison Committee was
notified by the Navy that it was considering the disposal of
80 4 inch and 7 inch guns to be released from 1ts surplus
stocks, as well as a number of projectiles without powder for
these guns. The Liaison Committee was given %o understand by
the Royal Netherlands Nevy Purchasing Commission that the
latter would like to purchase 20 7 inch guns and 60 4 inch guns
with as many shells as possible. It 1s probable that these
guns may be made available to the Royal Netherlands Navy Pur-
chasing Commission by domestic manufacturers.

On August 29th the Royal Netherlands Indies Ordnance
commission also inquired as to the avallability from surplus
stocks of 50,000 Enfield rifles, 196,000,000 .30 calibre cartridges,
39,000,000 .30 calibre sxmour-piercing cartridges and 45,000,000
«30 calibre tracer cartridges for usuhythuﬁnﬁmlﬂﬂhn'lnﬂn

East Indies Army. Thisrqmtmtﬂmupﬂthmmm

Government agencies and the Royal Netherlands Indies Ordnance
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At the present time, the Norweglan Government has on order
36 Curtiss-Wright Hawk TSA Pursult planes; 16 to be delivered in
December, and 20 in Jenuary 1541. In addition, it has on order 41
Douglas ALTA Attack planes which will be delivered between September
1940 and February 1, 1941; 6 Fairchild preliminary trainers to be
delivered over the next two months, msnd .Elb Horthrop bombers to be
deliversd between October 1940 and Mareh 19k1.

Norway has already received delivery on 4 Fairchild trainers
for use at the Toronto eirport which it has leased from the Canadian
Government. |

All of these orders were placed early in the spring, prior to
the netional defense program, with the exception of the order for
Falrchild trainers, which the Lisison Committee was instrumental
in getting placed im such & menner thet it would not conflict with
U. 5. Government programs.

Ia eddition to the aircraft program, the Norweglan Goverument

requested on June 28, 1940 certain guns end ammunition to equip 16

whale-catchers for patrel work. The list of items desired covered
varisus size guns, rifles, submechine gune and pletols, but none of
these items -h‘m available from Army or Navy surplus stocks.

As a rnuit of several conferences with the Boyal Norwegian
Legation and representatives of the ¥orwegian Shipping and Trade
Mission about the middle of mi: 1940, & revised list of ordnance
_ {tems was compiled snd transmitted to The Advisory Commission, the

War Depertment and the Navy Department.
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Coomittee that it was considering the disposal of 21 4 inch
guns from its surplus stocks. As the Norweglsn Uoverrment
wished to buy a quantity of these guns for the purpose of
outfitting whale-catchers and whaling ships, the Lisison Com-
mittee suggested that it contact those firms which the Navy

Department plarmed to use for the dispesal of these surplus

itoms.

In addition to the foremoing, the Lisison Committee has
been helpful to the Norweglan Jovermment in securing cartain
plans and specifications dealing with gun foundations, etec.

As a result of the conferences held between the Liaison
Committee and representatives of the Norwegian Coverrment, a
compilation of sll contracts placed in the United States was
secured. This statement lists contracts executed prior to
April 9, 1940, contracts executed after April 9, 1940, contracts
under negotiation, and includes, in addition, a list of the
materisl desired for which no negotiations have yet been initlated.
Included in this compilation sre: searchlighte, clothing, radio
equipment, & small number of anti-aireraft guns and smmundtion,
alreraft bombs, rifles, parachutes, signaling devices, machine
guns, cameras, revolvers and gas masks. The guantities involved
of each item sre not great, and fairly prompt delivery has been




Sweden

As of September 14, 1940, Sweden had on order in the United States
70 Republic pursult planes to be delivered between September and December,
1940, and 156 Vultee pursuit planes to be delivered between September,
1940 and July, 1941, togethe#Mpith sppropriate engines. In addition, orders
were outstanding for 211 Pratt and Widtney aircraft engines and 33 Wright
aireraft engines, as well as certain aircraft spare parts. Due to the fact
that practically all outstanding export licenses to Sweden for aireraft,
aireraft engines and other wer supplies were revoked and subsequent appli-
cations rejected, approximately 60 Republic pursult planes are now completed
and stored in the United States. The Liaison Commitiee has been given to
understand that the British Purchasing Commission has made & contract with
Vultee Adrcraft, Inc., for the purchase of the Tultee pursults wiich were
on order for Sweden. It is also understood that the 'Swedish Govermment
would like to secure actusl possession of &ll planes and war supplies om
order in the United States even though export licenses cannot be secured
imediatelys

In addition to the aireraft engines and u.e:cenac-rifu , there is also on
order for the Swedish Government in the United States 4300 Smith and
Yesson Omm. automatic light rifles and 22 mi1licn rounds of Smm. parebellum

cartridges, of which 2 million rounds had been shipped to Sweden before

t‘:nupurt-limmamrmkﬁd. An export license is sti1l outstanding

and valid for 7,250,000 of these cartridges. This would leave an approximate
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balance of 12 million rounds on order in the United States for the account

of Sweden, for which there is m export license. With respect to the
4300 light rifles, Smith and Wesson has informed the Iiaison Committee that

it intends to cancel its contract with the Swedish Goverrment, returming
all moneys paid thereon and to divert the delivery of these guns to the
British Purchasing Commission, widch hed a contract for the same model.

In addition to the foregoing, the Swedish Trade Delegation has in
storage 1n New York 2,050,000 rounds .45 caliber cartridges which had been
procured from the Remington Arms Corporation., These cartridges had been
delivered to the Tpade Delegation at the time the export license was
revoked.

Further, the Swedish Goverrment has on order 1,000 unloaded depth
charges as well as 1,010 detonator fuzes to be used with the depth charges.
Application for an export license for the depth charges has been refused.

On August 29th the President's Liaison Committee received from the
Department of State a request of the Swedish Govermment for permission to
conclude 2 contract with the United Aireraft Corporation for the manufacturing
rights of the Twin-flasp aircraft engine., This request wes transmitted to
the Advisory Commission, the Wer Depertment and the Mavy Deperiment, and is  §

¥

still under consideration.




Thailand

: The Committee received its first direet communication from
reprosentatives of this government im the middle of August when the
Minister came in to dlscuss the procedure in securing clearances,

Since that time three requests have been filed, two of which
are 8till pending, and one of which wes denied.

The request which was denied covered twelve Lockheed Model 212
airplanes, twelve Beachoraft Model AT1S airplanes, and twelve Barkley-
Grow Model THP alrplanes. This request was filed with the Committee on
August 20, and disapproval was sent to the Ninister on September 9, At
September 14, 1940, Thailand had the following unfilled airplane orders
which had been placed previcualy:

Unfilled Orders
Manufacturer and model at September 14, 1940 Delivery Schedule

Falrchild F-24 Cabin 5 September 15 - 30
North American NA-Ml Dive Bomber 1 September 15 - 30
North American NA-S50A Fighter T October

The orders for the Nerth American planes were placed prior to the advent
of the Advisory Oommission to the Council of Hational Defense and so did

not some under the present clearance procedure, The order for Fairchild

airplanes, however, sppears %o have been placed since the present procedure

was in effect, yet no request for clearance was nade to the Liaison Committes.
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Requests which are still pending and the dates on which they
were flled are as follows:

1. 150 machine guns, filed on August 23,

2e 20 to 50 tanks and 20 to 50 armored cars, filed on September 5,

If the requests for clearance show any marked increase, 1t is
contemplated that a system of preliminery negotiation reports similar
to that used by the British Purchasing Commission will be eatablished,

All the contacts with this governmment on purchases have been through
the Minister,




Jurkey

On July 3, 1940 permission was requested by the Turkish Asbassador
for the purchase of 30 dive bombers, Evidently negotiations had been
carried on with Dougles Aireraft Company, which had advised the Turkish
representatives to communicate with the Lisieon Committee, This request
was transmitted to the Advisory Commiseion, the Navy Department and the
War Department, but no action could be taken until the Turkish Ambassador
furnished more specific information about the tyre of plane which his
Government wished to purchase,

During thie same period the Liaison Committee was in contact with
Hr. G. M. Bellanca, Fresident of the Bellanca Aireraft Corporatiom,
concerning a request which that company had received from the Torkish
Government for information concerning Bellanca fighters. The
Bellsnca Aireraft Corporation was instructed to ask the Turkish Azbas-
sador to file a formal request.with the Liaison Committee, .

On Septémber 16th a request was received from Namstrad, Incorporated,
evidently an agent for the Sumer Bank of Ankara (a Turkish nationsl benk

lﬂ“.'l-‘ for the Turiish Gowernment), for rifles, automatic pistols, heavy

guns, aireraft detectors, range finders and miscellaneous squipment.
This request has been referred to the Turkish Embassy pending formal

consideration,




Yenemuela

The Oommittee received ite first direct commmication from
representatives of this government in July when a small list of
items was submitted with a request for assistance in locating sup-
pliers, A list of possible suppliers was prepared by the Army and
Navy Munitions Board and forwarded to the Military Attache of the
Veneruelan Legation on July 30. I 3

Since that time only one definite request has been received., It
covered two Lockheed Electra Model 10-A airplanes for the Venszuelan
Poetal Airline, This was received on August § and clearance was forwardsd
on Aagust 26,

During August a representative of the Venssuelan Navy came in with
a 'mh-t:..nth.l 1list of items which he wished to buy for their ship yards.
Assistance was given in securing names of potential suppliers of this

material, and the representative of the Venezuelan Navy proposes to

forward to the Committee for clearance any of these items which are

s, ammnition, or uturiﬂ nf war,

If the r-qunh for ¢learance show any u.'rht ingrease, it is
contemplated that a :trl:lﬂ of preliminary M.:uti.u.ﬂun reports similar to
that ased by th# Britieh Purchasing Commission will be established.

The Committee's contscts have been almost entirely with representatives

from the Exbassy.
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BRITISH EMBASSY,
WASHINCTON, D.C.

October last, 1940.

Dear Mr. Secretary,

' I enclose herein for your
personal and secret information a copy
of the latest report received from
London on the military situation.

| Believe me,
Dear Mr. Secretary,

Very slncerely yours,

Lol

fhe Honourable
Henry Morgenthau, Jr.,
United ﬂtlt:nl'l Treasury,
‘!nh:l.n:ﬁn. D. C.




1, gllitary.

Libys.

The enexy column referred to in
the swmery of september 28th reached M erabub
i{n the eurly worning of Septeuber Z8%thj on
eptenber 27th our garrisem op;osite Ladelens
withdrew %o = line cbout 25 miles to the south

our bombing cttaeks on eneny shlpping
were very effective cn the plght of the ETth -
s@th, Considerchble diuage wed peused st Loriem
where wenthor wns olearj dockyerd, wharves and
puildings were hit snd large Tires started, %
Le Hevee large fires cnd axplosions were sturted,

{a the dooke and damage caused to warehouses,

ostend, Boulogne «nd Calals were ulso boubed on

& lighter soule, .0 enemy seaplane buse Wil
sttucked from & Very low sltitude cnd 2 large
fires wers started. fires were slse coused o%
2 pellwny tergets. . eather prevented mine

laying operctionsd.
puring Jjeptember gath all our medium

boabers/
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bembers despetabed an offensive resoma:issaned
returned sefely but the msjority could not scmplete

dogks ot Ostend and oll eisterns «t Dunkirk were
atteaked without observed resuls,

During the night of Septesber 28th - 29th
182 ailrersft were sent to the following objestivesy ‘'

power stutions snd gns works ot Berlin, alekel
works necr Froakfurt, o power station near Kasosel,
ell stores st rreakfurt, cirerafts fustory ot
 pmsterden, the Dms Canal /ousdwsts rallway targets
in morth west Oermenys shipping amd doocks im the
Channel perts (350 hecvy :ad mediwm boubers), cnd
gan emplacements opposite Dover. In sddition &
alrereft were deteiled to lay minss, £ bheavy bombers
and one medium are sdesing. (

S. Qepman fAx Foxes.

Purther report stotes that a negaEine
ak & braneh of Vigkers \rmstrong sonteining eoumereial
Setonaters wes exploded. I% is expested to remms |

Sarma) jrodustica on september 30th,
September Z8Eh.

it 9,80 c.m. about 160 enexy aireraft
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& ¥inilar r=id of 150 sirercft sgain crossed the
Kent ocoast, These sesttered rapidly snd neme
penatreted to the Londom sren, In the afterncea
sheut 90 airoraft sppresched the Fortsmouth ares
bt being sishted by four of our scusdrons they
444 oot eross She ocoust st any polint cnd Jettimoned
their bombs loto the sea. Lster on boubing by
single sirersft wus reported fron secside towms

.

on the south esst coast, During these raids /
®onbing wia reported in south-ecstorn London
sres and st Hostings. Thire is no report of

 seripus dmuge,
| ¥ pop 8
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and wss sgain dirested principally sgainst Lendon
and the ccast, Wo interruption of traffie is repert
od, though there were seversl inoidents shiefly
affeoting the Southern Rallway, Dumage was caused
to & Teobtories end nt 2 othars an interferense
with work on scocunt of unexploded bombs has been
notified, Ekany fires were sterted but none were
extensive and cll sre under control. /. hespital
at Barnes wei damsged sod Selfridge's was his
by high explosive. Outside the London ares little
damage wes roported, nome of it industrial or
military.

¢ Spsiag cesuelties.

By submarine: 1 British ship (5,700 tons)
outward bound in bellest was sunk September 28th
in north western approcohes, |

4 eomvey of 16 ships from Ceansds 1nelwding
one tanker snd 6 oergoes of iyon snd stesl has (/
arrived safely.

5., Middle Bosb.

September Z7th vur medius boubers n“-hl!f
s sonoentration of mechamoel transpert snd alse
the fort ot Glarshyd, Fires snd explosicns Were
_gsansed emong the meebaniocel tronsport. One eneny

.w:ﬂmﬂu--lmﬂmmﬂm

.
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 gyom the aip our forwerd positions in the Oullubat

afes &nd alse Dure in Nenys without ssusing
\ danage/




demage or ousuelities,
°  ashispde.

September 28th 6 nedium bombers from
iMen dive bombed an Jtalien esercdrome ond
obtained direot hits on a hangar and & barreoks 3
oompound, .n enamy bouber and fighter on the

ground are believed to have besn demaged.




Moseow, Filed Ostober 1, 1940

It has besn reported by the Mllitary itbache ef the
Turkdsh Esbessy that there is mn emessive omc-rirsiion of Dermsm
trespe plus 6,000 planes sn the fromtier of the U.3.5.R. He pre-
dieted that Germany will make wmessive drands of sn econamis
neture en 4he U.5.5.R. or will sttask the latber countyy during
the nat Yhres mamthe,




