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F E D E R A L R E S E R V E B O A R D 

WASHINGTON 
X-9400 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

December 20, 1935. 

Dear Sir: 

There are inclosed, for your information, a copy of a letter 

dated November 6, 1955, from Governor Harrison, of the Federal Reserve 

Bank of New York, a copy of a letter dated November 50, 1935, from the 

Secretary of State, and a copy of the Board's letter of this date to 

Governor Harrison, with regard to the financing of shipments of goods 

to belligerent nations. 

The statements referred to in the letter from the Secretary of 

State are also inclosed, together with a copy of the Proclamation issued 

by the President of the United States on October 5, 1935. 

Your attention is invited particularly to the suggestions con-

tained in the Board's letter to Governor Harrison in connection with future 

inquiries received by the Federal reserve bank and with regard to the ac-

ceptance by the Federal reserve bank of paper which appears to represent 

the extension of credit to finance shipments of the character referred to 

in the inclosed statements. 

It will be appreciated if you will bring this correspondence 

promptly to the attention of the Governor and the directors of your bank. 

Very truly yours, 

Chester Morrill, 
Inclosures. Secretary. 
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FEDERAL RESERVE BANK 

of New York 

November 6, 1935. 

Dear Governor Eccies: 

I am writing to confirm my telephone conversations with you 

regarding the question of bank credits to finance shipments of goods to 

belligerent nations. 

The proclamation of the President dated October 5, 1935, issued 

under the authority of Section 1 of the Joint Resolution approved August 

51, 1935, (Public Resolution No, 67 of the 74th Congress) proclaimed the 

existence of war between Ethiopia and Italy, and prohibited and made un-

lawful except under license the export of "arms, ammunition, or imple-

ments of war" as defined in the proclamation. Supplementing this procla-

mation there has been published in the newspapers statements of the 

President dated, I think, October 5 and 30, 1935, and of the Secretary of 

State dated October 10 and 30, 1935, which, together with the newspaper 

comment thereon, seem to indicate that they were intended to discourage 

trade and transactions with the belligerent nations even beyond the pro-

hibitions of the proclamation of October 5, 1955. 

In the light of the reported statements of the President and the 

Secretary of State, counsel for the • Bank (of New York)have 

called upon us to discuss the question of its policy with reference to 

granting credits to its customers to finance shipments of goods to Italy, 

This question does not relate to credits to finance the shipment of "arms, 

ammunition, or implements of war", the export of which is prohibited under 

the President's proclamation of October 5, 1935, nor does it relate to 
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outstanding irrevocable credits to cover the export of other goods. Counsel 

for the Bank (of New York) took the position, and I think cor-

rectly , that the bank had no legal basis for cancelling such irrevocable 

credits. The question, therefore, concerns only outstanding revocable 

credits, or applications for new credits, for account of the customers of 

the bank to finance the shipment of goods other than "arms, ammunition, 

or implements of war", 

I am enclosing a copy of a letter which we received from the 

vice president of the ' Bank under date of October 51, which 

raises specifically the question of the propriety of financing a shipment 

of cotton to Italy for one of their regular customers. 

As long as there is no apparent question of law involved, but 

rather merely a question of propriety or judgment, I have thus far taken 

the position that we could not advise them what their policy should be, 

I do not feel that I can with propriety urge or even advise individual mem-

ber banks to decline to extend credit which is requested by customers to 

finance the shipment of goods not prohibited by law or by proclamation. 

To have them do so would only arouse the resentment of the customers of 

those individual banks and divert the business to other institutions so 

that no real purpose would have been served. If it is in fact desired that 

banks should refuse credits to finance the shipment of any goods to bel-

ligerent countries, some action would seem necessary which would insure 

the universal adoption of this policy by all banks in the country. With-

out this it seems to me that it would be ineffective, and unfair to the 

individual shippers and banks concerned, to attempt to influence particular 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



f , 

•— 3 — X—9400—3. 

institutions to refuse such credits. 

I should appreciate your advising me if you or the Board of 

Governors feel differently or if you think of any other course I should 

follow. 

Very truly yours, 

(Signed) George L. Harrison 

George L. Harrison, 
Governor» 

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

Enc. 
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DEPARTMENT OF STATE 
WASHINGTON 

November 30, 1955 

My dear Mr. Morrill: 

I am in receipt of your letter of November 19, 1935, enclosing a 

copy of a letter of November 6 addressed to the Chairman of the Board of 

Governors of the Federal Reserve Board by Mr. George L. Harrison, Governor 

of the Federal Reserve Bank of New York, in regard to a question submitted 

by an officer of the Bank (of New Yor$ with respect to the 

propriety of financing shipments of cotton to Italy. 

In reply, I enclose, for your consideration, copies of statements 

recently made by the President and by me in which are set forth the pur-

pose and the policy of this Government in respect to commercial transac-

tions with the belligerents. I do not feel that I can undertake to 

amplify these statements at this time or to issue a special ruling in 

respect to any particular case. I assume, however, that all agencies of 

the Government and all semi-governmental agencies will wish to conform 

their action to the policy set forth in these statements. 

I may add that in a Press Conference on November 26 I made it clear 

to the representatives of the Press that the policy of this Government 

in respect to abnormal shipments to belligerents of primary war materials, 

enunciated in niy statement of November 15, flowed naturally from the 

general purpose and policy of this Government as expressed in preceding 

statements made by the President and by me. 

Enclosures: 
Five Statements 

Sincerely yours, 

(Signed) Cordell Hull 

Mr. Chester Morrill, 
Secretary, Federal Reserve Board 

Washington, D. C. 
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DEPARTMENT OF STATE 

FOh THE PRESS OCTOBER 5, 1935 

The President made the following statement tonight at the 
time of issuing his Proclamation under Section I of a Joint Reso-
lution of Congress entitled "Joint resolution Providing for the 
Prohibition of the Export of Amis, Ammunition, and Implements of 
War to Belligerent Countries;" etc.: 

STATEMENT BY THE PRESIDENT OF THE UNITED STATES 

"In view of the situation which has unhappily developed be-
tween Ethiopia and Italy, it has become my duty under the provi-
sions of the Joint Resolution of Congress approved August 51, 
1935, to issue, and I am today issuing my proclamation making 
effective an embargo on the exportation from this country to 
Ethiopia and Italy of arms, ammunition and implements of war. 
Notwithstanding the hope wo entertained that war would be avoided, 
and the exertion of our influence in that direction, we are now 
compelled to recognize the simple and indisputable fact that 
Ethiopian and Italian armed forces are engaged in combat, thus 
creating a state of war within the intent and meaning of the 
Joint Resolution. 

"In these specific circumstances I desire it to be under-
stood that any of our people who voluntarily engage in transac-
tions of any character with either of the belligerents do so at 
their own risk." 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



459 

C O P Y X-9400-d 

DEPARTMENT OF STATE 
FOR THE PRESS OCTOBER 10, 1935. 

CONFIDENTIAL RELEASE FOR PUBLICATION IN THE MORNING NEWSPAPERS OF FRIDAY. OCTOBER 
11. 1955. NOT TO BE PREVIOUSLY PUBLISHED. QUOTED FROM OR USED IN 
ANY WAY. 

At the press conference at the Department of State today, in answer to the 

following question put to him by a correspondent; "Mr. Secretary, would you care 

to elaborate on what the President said about American interests trading with 

belligerents at their own risk?", Secretary Hull made the following remarks: 

"As I said to you gentlemen heretofore, the language of the President's state-
ment has thoroughly well-defined meaning and every person should be able to grasp 
its meaning and its implications. Technically, of course, there is no legal pro-
hibition—apart from the proclamation governing the export of arms,—against our 
people entering into transactions with the belligerents or either of them. The 
warning given by the President in his proclamation concerning travel on belliger-
ent ships and his general warning that during the war any of our people who 
voluntarily engage in transactions of any character with either of the belliger-
ents do so at their own risk were based upon the policy and purpose of keeping 
this country out of war,—keeping it from being drawn into war. It certainly 
was not intended to encourage transactions with the belligerents, 

"Our people might well realize that the universal state of business uncer-
tainty and suspense on account of the war is seriously handicapping business be-
tween all countries, and that the sooner the war is terminated the sooner the 
restoration and stabilization of business in all parts of the world, which is 
infinitely more important than trade with the belligerents, will be brought about. 

"This speedy restoration of more full and stable trade conditions and rela-
tionships among the nations is by far the most profitable objective for our 
people to visualize, in contrast with such risky and temporary trade as they 
might maintain with belligerent nations. 

"I repeat that our objective is to keep this country out of war". 

* * * * * 
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FOR THE PRESS 

IMMEDIATE RELEASE OCTOBER 30, 1935 

Statement by the President 

In dealing with the conflict between Ethiopia and Italy, 
I have carried into effect the will and intent of the Neutrality 
Resolution recently enacted by Congress. We have prohibited all 
shipments of arms, ammunition, and implements of war to the bel-
ligerent governments. By my public Statement of October fifth, 
which was emphasized by the Secretary of State on October tenth, 
we have warned American citizens against transactions of any 
character with either of the belligerent nations except at their 
own risk. 

This Government is determined not to become involved in the 
controversy and is anxious for the restoration and maintenance 
of peace. 

However, in the course of war, tempting trade opportunities 
may be offered to our people to supply materials which would pro-
long the war. I cio not believe that the American people will 
wish for abnormally increased profits that temporarily might be 
secured by greatly extending our trade in such materials; nor 
would they wish the struggles on the battlefield to be prolonged 
because of profits accruing to a comparatively small number of 
American citizens. 

Accordingly, the American Government is keeping informed 
as to all shipments consigned for export to both belligerents. 
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FOR THE PRESS OCTOBER SO, 1935 

A member of the press having made inquiry as to whether 

the United States Government is keeping in touch with exports 

to the belligerent countries, the Secretary of State today said: 

"We have been and are each day giving the most dili-

gent and earnest attention to this and other phases of 

our situation as it relates to the Ethiopian-Italian 

controversy. At this stage I reiterate and call special 

attention to the definite implications and the effect of 

the policy of this Government to discourage dealings with 

the two belligerent nations as set forth in the Presi-

dent' s public statement of October 5 and my statement of 

October 10 warning our people not to trade with the 

belligerents except at their own risk- The policy of 

the government as thus defined rests primarily upon the 

recent neutrality act designed to keep the nation out of 

war, and upon the further purpose not to aid in protracting 

the war. 

"It is my opinion that our citizens will not be dis-

posed to insist upon transactions to derive war profits 

at the expense of human lives and human misery. In this 

connection I again repeat that an early peace with the 

restoration of normal business and normal business profits 

is far sounder and far preferable to temporary and risky 

war profits." 

-SBttf-
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DEPARTMENT OF STATE 

FOR THE PRESS NOVEMBER 15, 1935 

STATEMENT BY THE SECRETARY OF STATE. MR. COKDELL HULL 

In view of the many inquiries that are being asked from time 
to time with respect to trade with Ethiopia and Italy, I deem it 
proper again to call attention to the statement by the President on 
October 5, that he desired it "to be understood that any of our 
people who voluntarily engage in transactions of any character with 
either of the belligerents do so at their own risk." 

On October 10 I explained that the President's statement was 
based primarily upon the policy and purpose of keeping this country 
out of war, and that "It certainly was not intended to encourage 
transactions with the belligerents." I further explained that "our 
people might well realize that the universal state of business un-
certainty and suspense on account of the war is seriously handi-
capping business between all countries, and that the sooner the war 
is terminated the sooner the restoration and stabilization of business 
in all parts of the worlc, which is infinitely more important than 
trade with the belligerents, will be brought about." The President, 
in a statement on October 30, further emphasized the spirit of this 
policy. 

The American people are entitled to know that there are cer-
tain commodities such as oil, copper, trucks, tractors, scrap iron 
and scrap steel which are essential war materials, although not 
actually "arms, ammunition or implements of war," and that accord-
ing to recent government trade reports a considerably increased 
amount of these is being exported for war purposes. This class of 
traae is directly contrary to the policy of this Government as an-
nounced in official statements of the President and Secretary of 
State, as it is also contrary to the general spirit of the recent 
neutrality act. 

The administration is closely observing the trend and volume 
of exports to those countries and within a few days the Department 
of Commerce expects to have complete detailed lists of all commod-
ities exported to the belligerents which will, enable exact compari-
son with lists for the same period last year. 

-iBBHt-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



463 

C O P Y X-9400-h 

December 20, 1935, 

Mr. G. L. Harrison, Governor, 
Federal Reserve Bank of New York, 
New York, New York. 

Dear Governor Harrison: 

Following receipt of your letter of November 6, 1935, with re-

spect to the financing of shipments of goods to belligerent nations, a 

copy thereof was sent to the Secretary of State, with a request for an 

expression of his views concerning the position taken in your letter. A 

reply was received from the Secretary of State under date of November 30, 

1935, a copy of which is attached, together with copies of the inclosures 

mentioned therein. 

It will be noted that the Secretary of State refers to the in-

closed statements by the President and the Secretary as setting forth the 

purpose and policy of the Government in respect to commercial transactions 

with the belligerents; that he does not feel that he can undertake to am-

plify these statements at this time or to issue a special ruling in re-

spect to any particular case; and that it is assumed that all agencies of 

the Government and all semi-Governmental agencies will wish to conform 

their action to the policy set forth in the statements. 

It will also be noted that in the statement of November 15, 1935, 

reference is made to shipments of goods, which are considered to be essen-

tial wax materials, as a class of trade which is directly contrary to the 

policy of the Government, and that the Secretary states in his letter that 

the policy with regard to these abnormal shipments of primary war materials 

flowed naturally from the general purpose and policy of the Government as 
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expressed in earlier statements. 

The Board suggests that, if other inquiries similar to the one 

referred to in your letter be received by your bank, you reply by forward-

ing copies of the statements issued by the President and the Secretary of 

State as announcing the policy of the Government, and that you state that 

you are informed that the State Department advised the Board that it did 

not feel that it could undertake to amplify these statements at this time 

or to issue a special ruling in respect to any particular case. 

The Board feels that the only proper course for the Federal re-

serve system to follow is to cooperate with the Government in carrying out 

its announced policy in this matter and believes that the banks of the 

Federal reserve system will agree with the Board. It is not improbable, 

unless the situation should improve materially, that questions involving 

not only the attitude of the Federal reserve system but also the exercise 

of the discount functions of the Federal reserve banks may arise. It is 

the feeling of the Board that such matters might well be left to be dealt 

with when the occasion for their consideration appeal's, in which event 

the Board will expect that these questions be brought to its attention. 

Copies of this letter are being sent to the Chairmen of all Fed-

eral reserve banks and to the Secretary of State. 

Very truly yours, • 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary. 

Inclosures. 
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EXPORT OF ARMS, AMMUNITION, AND IMPLEMENTS OF WAR TO ETHIOPIA AND 
ITALY 

0 

By the President of the United States of America 

A PROCLAMATION 

WHEREAS section 1 of a joint resolution of Congress, entitled 

"JOINT RESOLUTION Providing for the prohibition of the export of arms, 

ammunition, and implements of v/ar to belligerent countries; the pro-

hibition of the transportation of arms, ammunition, and implements of 

war by vessels of the United States for the use of belligerent states; 

for the registration and licensing of persons engaged in the business 

of manufacturing, exporting, or importing arms, ammunition, or imple-

ments of war; and restricing travel by American citizens on belliger-

ent ships during war", approved August 31, 1935, provides in part as 

follows: 

"That upon the outbreak or during the progress of war between, 
or among, two or more foreign states, the President shall proclaim 
such fact, and it shall thereafter be unlawful to export arms, am-
munition, or implements of war from any place in the United States, 
or possessions of the United States, to any port of such belligerent 
states, or to any neutral port for transshipment to, or for the use 
of, a belligerent country." 

AND WHEREAS it is further provided by section 1 of the said joint 

resolution that— 

"The President, by proclamation, shall definitely enumerate the 
arms, ammunition, or implements of war, the export of which is prohibited 
by this Act," 

AND WHEREAS it is further provided by section 1 of the said joint 

resolution that— 
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"Whoever, in violation of any of the provisions of this section, 
shall export, or attempt to export, or cause to be exported, arms, am-
munition, or implements of war from the United States, or any of its 
possessions, shall be fined not more than $10,000 or imprisoned not 
more than five years, or both, and the property, vessel, or vehicle 
containing the same shall be subject to the provisions of sections 
1 to 8, inclusive, title 6, chapter 50, of the Act approved June 15, 
1917 <40 Stat. 223-225; U. S. C., title 22, sees. 238-245)." 

NOW, THEREFORE, I, FRANKLIN D, ROOSEVELT, President of the 

United States of America, acting under and by virtue of the authority 

conferred on me by the said joint resolution of Congress, do hereby 

proclaim that a state of war unhappily exists between Ethiopia and 

the Kingdom of Italy; and I do hereby admonish all citizens of the 

United States or any of its possessions and all persons residing or 

being within the territory or jurisdiction of the United States or 

its possessions to abstain from every violation of the provisions 

of the joint resolution above set forth, hereby made effective and 

applicable to the export of arms, ammunition, or implements of war 

from any place in the United States or its possessions to Ethiopia 

or to the Kingdom of Italy, or to any Italian possession, or to any 

neutral port for transshipment to, or for the use of, Ethiopia or 

the Kingdom of Italy. 

And I do hereby declare and proclaim that the articles listed 

below shall be considered arms, ammunition, and implements of war for 

the purposes of section 1 of the said joint resolution of Congress; 

CATEGORY I 
(1) Rifles and carbines using ammunition in excess of cal, 26.5, 

and their barrels; 
(2) Machine guns, automatic rifles, and machine pistols of all 

calibers, and their barrels; 
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(3) Guns, howitzers, and mortars of all calibers, their mount-
ings and barrels; 

(4) Ammunition for the arms enumerated under (1) and (2) above, 
i.e., high-power steel-jacketed ammunition in excess of cal. 26.5; 
filled and unfilled projectiles and propellants with a web of thick-
ness of .015 inches or greater for the projectiles of the arms enumer-
ated under (5) above; 

(5) Grenades, bombs, torpedoes, and mines, filled or unfilled, 
and apparatus for their use or discharge; 

(6) Tanks, military armored vehicles, and armored trains. 

CATEGORY II 
Vessels of war of all kinds, including aircraft carriers and sub-

marines. 

CATEGORY III 
(1) Aircraft, assembled or dismantled, both heavier and lighter 

than air, which are designed, adapted, and intended for aerial combat 
by the use of machine guns or of artillery or for the carrying and 
dropping of bombs or which are equipped with, or which by reason of 
design or construction are prepared for, any of the appliances re-
ferred to in paragraph (2) below; 

(2) Aerial gun mounts and frames, bomb racks, torpedo carriers, 
and bomb or torpedo release mechanisms. 

CATEGORY IV 
Revolvers and automatic pistols of a weight in excess of 1 pound 

6 ounces (630 grams), using ammunition in excess of cal. 26.5, and 
ammunition therefor. 

CATEGORY V 
(1) Aircraft, assembled or dismantled, both heavier and lighter 

than air, other than those included in category III; 
(2) Propellers or air screws, fuselages, hulls, tail units, and 

under carriage units; 
(3) Aircraft engines. 

CATEGORY VI 
(1) Livens projectors and flame throwers; 
(2) Mustard gas, lewisite, ethyldichlorarsine, and methyldich-

lorarsine. 

And I do hereby enjoin upon all officers of the United States, 

charged with the execution of the laws thereof, the utmost diligence 

in preventing violations of the said joint resolution, and this my 
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proclamation issued thereunder, and in bringing to trial and punish-

ment any offenders against the same. 

And I do hereby delegate to the Secretary of State the power of 

prescribing regulations for the enforcement of section 1 of the said 

joint resolution of August 51, 1955, as made effective by this my 

proclamation issued thereunder. 

IN WITNESS WHEREOF, I have hereunto set my hand and caused the 

seal of the United States to be affixed. 

DONE at the City of Washington this 5th day of October, in the 

year of our Lord nineteen hundred and thirty-five, and 
(SEAL) 

of the Independence of the United States of America the 

one hundred and sixtieth. 

FRANKLIN D ROOSEVELT 

By the President: 

' CORDELL HULL 

Secretary of State. 
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