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INTI!It.O .. I'TCE COM MUNICATION 

DATa DecolDber 11, 1940 

TO l!r. Sulll 'YU 

.....,w l!r. Blouch ~ 

The followi~ ito .. of !nt oreot rolat!~ to taxeo appeared 
In tho newopaporo of Docoobor 10, 191101 

1. !low Torlc Timeo , p!!C! 28 , column 21 

0J o1nt tax return backed b7 court• dbcuaaoo t hroe SUpre:oo 
Court dochlona bandod dom December 9, 191!0. ..,.. fll'ot t.oo euoo 

involnd Joint !nco.., tax roturno of a huo'band and wife, In one 
ease, tho court doc!dod that a husband and wi!o fill~ a Jolnt 
return might deduct tho loaaoa of one In aelli~ cap!tl!J. a11oto 
froa the t;aino of tho othor . Tho eecond opinion atated that tho 

statutory marl~ for de~ctiona for charitable eontributiono 
need not ba applied to tho two indiwi~]J. Tho third deehion 

held that reoenoo .. t aaido 1!,1 life ioouranco COliiJ>e.Dioo to meet 
d1oabilit7 ela! .. could ho eoobinod with atra!ght lifo 1naurnneo 

rooorno in caleulati ~ tho statutory !nco"" tax doclllction allowed 
amountint; to 4 percent or oometimoo }-l/2 percent of t heir reserveo 

required b7 law. 

2. 1ft Yorlc Herald tribune, !?!!llO 39 . column 1: 

"Wide ronoion of U, S. tax law code 1o adT1oed0 at.,tos that 

C. 011Yer Wallington, Preoidont o! tho American I.notltute of 
Accountante , r•eommended a number of tu. changes 1n a apeech before 
tho Diotr!ct of Oolumb!& Inat!tuto of Certified ~bl!c ~ecountanto. 
Principal c~o auu .. tod werol Creation of a nol11)Ut1aan eo,.. 
!Ol.ulon to otud7 tho 10bolo ta.: problem and to roeo-nd a eonoht&nt 

and pe....,ont polie7 of J'odoral taxation, rooo•al of tu ox.,.pt 

feature of all fUturo conrnDOnt&l oocuritioa, reducUon of tho 

hisJ>er aurta.; rateo, pal'lliu!on to eorporationo to f!lo conoolidatod 

roturno, broaden!~ of tho tax hoot , &nd ol!Joinat!on or reclllction 

of tho t&x on C&pl tal talno. 

J. Journ&l of eo-···· pall& } , colwm 21 

0ADort!oeUon pl&n for labor h urgod0 reporte that Ia&dore 

lobin, United Statoo Co..tooloner of labor Statlotlco, appoarl~ 
before t ho Bouao Committee on Wit;rant Worlcaro , ouuoatod tho uoo 

of oontu•er• ' t&Jtoe when full elll)>lo)'llent 11 ro...,hod t o prevent 

lnfle.t\on. 
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II. !be lall 11\I'M\ JOilnlal. p!C! J. COlUII 11 

All anlcle entitled 0 LeacUQC fll"'la wUh lorp capital to 
~ little 1f u:r p:rotlto leTJ" 41tcueeee the effect of the 
exce"' profUt tax on tbo tire t.D4 rubber 111dueh,r. It 1o 
reported tbot tho tou:r larp l"'l.b'ber coaponl" , 'llhlch account 
for about 110 percent of t ho 1JUI».atrr' • ealoa, will pro'bo'blT ~ 
little 1f u:r excooe proflh tax thlo Tt&r becav.ae tbo1r earnlQCI 
will be loot tboll tbolr lnYOihd capltal oredlt. .laaller oo• 
pon1oo, wblch will pro'bo'blT "lect tho *"'ftCe earninp option, 
are not expected to I»¥ .uch either, 

5. !be l all Street Jov.mal. p!C! II, eel,... 21 

.... editorial "!ual>le con ..... ent 'boll4t0 .. _. aocret...,. 
llorcentboll'• 4ocie1on 1o h "'• taxable J'edoral "cur1t101 'bo...,.e 
•tu enapt1on h inconalotent with a •Tttoa of cra4tlated i""o• 
taxation. • !he belief 1o • liPreeoed tt.t the J'edoral Oo'rernant 
ahould haYe the r lf;ht to tu future etate and local h1118e and 
Yice Yerea, bu.t the rl&Jlt ehould be obtained b7 a conetitutional 
... lldloent. 

2SO 

• 
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Deoe.:z:ber 11, 19<:0 

11: 25 a . m • 

r.tessase trom l&r . Rouse : 

Long bonds are drifting lower. The 

longest orr 45/32nds . Volume light. The long notes 

now outs tanding off l /32nd . Talk in the market 1s 

thRt the new note should s t art ott at about par 16/32nds. 

Some say a t par 12/32nds and ranges to 20/32nds . The 

total subscri ptions to date here i s $140 , 000, 000 - - only 

our s ubscription . National Ci ty i a $&5,000, 000 which 

i s their limit. The Guaranty Trust told me tha t they 

had not made a definite decision, but tha t the bond men 

i n the Bank would recommend subsaribing the limit. Another 

dealer told me tha t the reaction out of town did not appear 

to be os good as usual . That commercial banks outside 

the City sai d that they would s ubscribe , or course, but 

that they thought it was too thin and might not subscribe 

their limit. 
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TREASURY CEPARTMENT 

INTER O FFICE COio41o4UNICATION 

DATil Dec01:1bor ll, 191lo 

TO Secrotnr)• Nors ontbau 

l·!r, Cochran ST RICT LY CON FIDEN TIAL 
Slr r r&dorlck Phlllip a, Under Secr etary of tho Brltlob Tree oury, talked with me 

ty t eloohon• fr«o the ~itiob Emba•lT at 4:35 thio afternoon, He told ae that hia 
• toole ~ltnn&d a further Teatln& ot United Stateo doller oocuritleo aroW>d JrJ>uary 4. 
~· aeld t~t it vould be ~ooaible to got out a Tooting order coTOrlns a part ot t ho 
t<cur!tlu eroW>d Dec..,bor 14, !t tho .&.:erlcu Treeoury attached arq 1aport8Zice t o tho 
;:!t! th t~DC ••=• action in this direction ta:edioteLJ, 1 told Sir ?r oderick that 
r:J fi r ot r t.•ctlon vat t hat i t right be helnful 1! mdenee vere t ortbco=.ins nov t hat 
t~e l>rltlob ore toJci¥ further otepo to :~eet t heir dollar n penooo tl:.ro1>gh di~oolns 
of t t e!r dol lPr oecurltleo, The publle d ebt i ntel'!)ret ouch ,. ottt) to cean t hat thoat 
••curlt l eo flroodr Tooted have been marketed. I addod, hoveTer, t hAt I dooired to 
t r !r-i tbio "lltter p orooll&lly to t he attention of Secretary ~!orgenthau !or o.n oftlci al 
tnr>rer. I .. ro::d oed to ope:o.k vlth tho Socrotftl'Y at ooon a o poooll>le and cLll PhllliJ>t 
b,C:C , 

Eefor e I ac\· the Secre~ar;,• at 5:10 thie e"en1111 l'.r. P1Dt~t;nt ment i oned the IM!O 

· "'bj••ct t o me l!,y telO'Dhone. !le oeid that tho purpooo of a no~ net! II£ order ""' to 
r.croaoe t ho variet y of oocuritieo bei ng li~uldated and tbuo broaden tho baoo. The 

oecuritl eo •lre~dy Totted have not yet been depleted, 

A!ter opcaldns vith tho Secretary, I telephoned Sir Frederick Phillip s at 5:15 . 
I told hi= t hat tho Secretary thought it vould be a 4ood omen 1! t ho Britiob proceeded 
rlth a n oting order uoWld DecOlCbor 14, "" ~Nggooted, I added that the Secrot&17 
hot>ed S!r ?roderick vould hrin& up vith bia tho vhole ::~~tter of :!!ritlob rale or dollar 
tecur! tleo on ou.r aarkot. Sir ?roderick oald thAt he vould glodl7 do thlo end vould 
h rlad to ban &ZIT auggeoUono. (Tho Secret ary had told c o that .l.odste.nt Soeret U'l' 
Tott• rtfl Of t l:e 11&'17 end l!r . Clarence Dillon had OJi!'Utled t heir vi en to hia OD tho 
b.;, o! af!lcltnc7 in t ho preoent qste bolng !ollo.,.d l!,y t he l!ritlob . I did cot elto 
tHa cr ! tlcioa t o Phllli p o. ) 
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to rep!¥ refn to 
u 84(). 51 J'rotu 
CrtdHo/870 

DlFAll!llllrr 07 S'Uft 
'f.UBIIIG!OI 

!bo S.ar.tar,r of 8tato prooooto hlo ao~llaooto to 

tho Booor.blo the SooNtar,r of tho J'roao"1'7 &114. reforw 

rlDC to hia •-loaUon of lo.oa'ber 12. lMO, oDCloooo 

a eow of Uopateh oo. 6262 6ata4 lofta'ber U , lMO 

froa tho .taoric&D •'baaiO' at LoD4oo, traau1U1DC a 

eow of t ho .A.Dclo-0......_-aa '-•nh Acroo•ot. 

llooloturol 

lro11 London, 
llofta'ber 14. 

./ 
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••• 6252 

l'l'lliC!LT CODIIID!UI.. 

!be Boaorable 

'lho Sooretal7 of $tato, 

laoh1QCtOD. 

\bo DapertMDt of State, I h&To tbo bon.or to traualt 

borowl tb coploo of tbo .UClcMI"""'u ,_, .... to Acz"OOMDt 

l!HO. 

• 

I CJ'aiUCl 

Boopoott'llllT :rovo, 

BoroobOl T. JobaooD 
... .. t'.lftalroo a4 lDterlll 
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A. OI'DIIIO al SJISCU.X. ACCaJft, 

1. fho Banco 48 la bJIIll>11oa will open at \h Juk 
Speol.al J.oeOIUI\ to whloh wUl lie on4Uo4 \bo of llaclan4 a 
o\erllnc J"'¥MDt .. froa 8torl1ac J.roa \o U aoo\ l.aponu\ 
\ra48 aD4 OIU'reD\ tl~~&~~cial \ruoaoUou. ~ 1a roopeo\ of 

!'bore will lie 48l>Uo4•-

(a) ~"'" thro'QCb -...-.1 ""nice bMbro 1a roo-t of to48ral 
aD4 llua1o1pal Debt aD4 1ntoroet, 4h14u4 aa4 ot.Mr ro- • 
aUtaac01 on ~1Uoh lnftot•nh 1D UI'IICQIIr. 

( b) .Lll other tradol aD4 eurreot t1Daacial J'OiT•Dt t u 
to ltorlloc J.rea. 

1 
rca I'IICQIIr 

( c) u....,... ohall aalr:8 oo J>01¥Mlltl to tho •otorUac ..,.a• ..,. 
&Q7 _,. o\hr thaD troa tho lpeoial J.ooCNAt, 110.r - J'OiT­
•nh ouh148 tho 1 ohrllac area• troa tho Special J.ccC\lD\,. 

!bo BaD1c of J:nclan4, 1D "4P""••"t whb tho Juco 48 lo llaJ01bl1ca 
atq au.thorloo tho bMb ill u....,..., authorho4 to 4oal ill ·~ 
to open lpeoial J.ccOIUih with their corroopoo4onh ill tho UD1h4 ' 
I1ac4oa. 

(a) tbeoo Special .lceODDh wUl lie ..,bJK\ to tho - coo4H1ou 
aa are lo14 daorD 1D Jon lelo l tor tho lpeoial J.ecOWI\ of tho 
Duco <lot la BeJOil>Uoa at \h llaDic ot llacloD4. 

('II) !raofon lie-n U..oo S-ial J.c_.,h &D4/or that ot tho 
Juco <lot la ..,.,l>Uoa will lie trooq peraltto<l. 

3. liMa lt ooa14otn U DOCOIIO&J7 \h lull< of lrcJe"' _, Nqlllre 
troa \lao oorroopoll4onh 1D tho 0.1. of \lao u....,....,ao -.a who 
-1Dta1a '-tal .kcOWito, ro]>Orh 011 \h truaaoUOilo aD4 balaDeeo 
of .a ... &1uuta. 

4. lotw1tba\all4lac toracolac prorloloao ot \blo acr-at, \h lull< 
ot locloll4 _, •thor110 opea1DC or aai•t•- ot aooouto with 
bMb 1o OaUOil 11J1c4aa to 11e 4oMeioato4 oo....,....,ao otorllac area 
aaoOIUI••• ill - ot penou no14oa' 1• u......- llltt harlac elooo 
•-lou wlth 1111' torr1tol7 ia otorllac area to whloh oro41t o rop­
rooootioc lao- arlolac 1D etorllac - aD4 traoofon troa..., 
u....,._,aa lpeol.al J.ac"""' wcnal4 11e pera1tto4. ta. otao41ac to 
oro41t of tbooo --'" _, lie ... , ooq (o) tor ,.._,,. to ,..... 

2S5 

~:--~-•!:-!!!!~rool•at 1a otorllac- ot.Mr \baD s-raeoh 1.a n a-t ot 
• J.o oral •"l'l-aUoa ot thlo _.. oa I-ller 11, 1940, ..,. lr. I. I. Plar1a1r 

ot tho ~1\loh 1nuv7 .....,. tbM •u.. _, s.ponaot• obool4 .-4 "all", llltt 

\bat ao toroal ohaDCO rill 11e _.. 1D tho tnt. 
(1) w.c.r. 
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<oo4Jo oxportod ftoa oterli.Dc ..,..,. t u 296 
tiouclal ot,...lc .. and (b) _ t 0 ~U or reatttaM .. or 
b ~•n ° to ~an Special .l.eeoa.nt· 

t ey -.;t cot ba paid to ~ other oo .... reoidont ' • 
t•r·a betweeo ooe Unacu.an aterlt"• area . ... ~ a.eeou.nt. lfra.na-
not be ...,s. . ~ -coun" to another ea:r 

B. 'ri:RUS Ol' SPEC 1&1. .I.CCClJII'r .1.'1 'rllE lWIX or I!KIL.\Jil) 

5 , llo aini.,.. balaru:t wi ll ba r equired on t ho J.ccount 1 !undo anll­
ablo will be tepla,yed auto~t1cal~ at tatoroot Ia multiplet o! 
1.100 , 000. 

6. Jllnca i n oxco .. ot 1.250, 000 will ba connrtod ... tomat1cal~ toto 
cold at tbe o!f'lcial a1d4l.o prico tor cold in London of th.t ~ in 
OIUlUploo of a pproxlllate!T UOO, OOO, to ba retaloed at the l!aJ>k of 
J:nclancl for accOW>t of the l!&nco de 1a bpobli .... 

7. lhtnonr tho balance on tho Spoclal J.ccouat La bal"" 1.250 000 cold 
• ill be reltued. a t the o:!t cial alden. prlce ror cold t.n' London of 
tho cla,J to OIUlUplea of approxillate\T 1..100,000 t o r .. d it. 

8. Gold wlll oct ba oet aoido ac cuaractto whoa the balaru:t on tho 
Special .l.ccOW>t lo leoo than 1.250,000: nor when t horo are eredlto 
outetan4inc ot!>er tb&n thcoe of a JIW'C~ co-rcitll aod oelt- liqui­
d&Ue& natura. 

9. Gold oot aoido wi ll oa!T bo available for rooale t o the Bank of 
IO<land at tho official aiddlo price !or cold in London on the da7 
ot rooalt. 'rho procood ""'¥ onl¥ ba crodlttd to tho Spoclal .l.eco\lnt 
!or uao within tho •otorllnc area• . 

10 • .l.t torainatloa of pa;rDOnto ~~,tre-nt a11f col4 oot aolda ohall ba ,.._ 
oold to lank of lncland at offic ial a iddlo prlco for gold 1o London 
and ;oroeood& credite d to tho Spoclal .l.ccOW>t of tho BaJ>co do la 
bpobliea a t tho Bank of Xnclaad for utllioatioa tncether with bal­
aace oo other Spec1al • eeounta tor purpoaea la14 4owo in elauae 1. 
'lbo rooalo of cold will ba tffoct od sr-~ and accordlot; to the 
l!&nco do la l!apobl1ea1 o roquu-oto of ohrll.ac on the Special J.ecount. 

11. !ho llaok of lnclaad will craat to tho ..... cl.o la b!l"'bliea a cold 
cuaraotoo coo-rJ.n& forward porch&ooo of o torlinc 1n tho O~an 
aart.t , eubJ• ct to the followiDc coa41tlo~o:-

(a) t hat forward ot•rUnc oo acqulro4 arlooo on!T t roo oxporto 
tro• 0"'4!Uil' to Sterlinc .l.roa, 

(b) that t h lo cold CO&ftoll\ 00 will 00~ COYOr Ollch port!OD Of tho 
forward oterlinc u, addinc t ncetbor tho ov.totan41ng balance 
of forward porchaooo (!roa whloh thoro will ba docb>ttoc1 !or-­
ward oaloo and a111 a<l....,coo acalnot f orward porchaooo) ao4 
tbo balance oo tho Spoclal J.ccount at tho Joal< of JBclaad, 1o 

iA •zoe•• of lr250.ooo • 

.. 
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(c) tbat thoro art 110 crodHo outttandlztc otbor than tboot of a 
parol.)' co-rcl.al an4 oelf-Uqv14atlztc natUH. 

12. !ho Bank of Sncland will ct•• thlo cvaroatoo oa tho btolo or tho 
o!f1c1al a1d4lo price for ~old in Loadon on tho 4ato of the rol&­
t 1Yo oxcbanct controcto bvt it oball not bec~o offoctl•• until 
tho otorlinc ontoro the SpeciAl Account at tho Baalo: or Eztcl&nd.. 

13. If tho official a144lo prlco for sold In London to not a l tered 
the procedure oot out in Artlcloo 6 and 7 will be aelntatned. 

29? 

14. In tho oYOnt of an Alteration It of!lcl&l •lddlo prlco for cold In 
London UOWlt Of forward Otorltnc to be ontltlod tO COld cvartntoo 
at toraor price oball be establhhod l>y addl.Q(l on Special Account 
to outotandl.Q(l 111t b&l&nco ot forward J>lrchaooo/aaloo and doductlztc 
total ad....,c•• ac&i110t forearc! purch&aoo and oua of io250,000. Sueh 
... Wlt of forward ncbanct ao 11 thuo oatltlod to cuarantoo at fo,... 
.. r price aball, -. a.ad when U. Mturee, 'be Jeld. lnt·o • epeet.al eu.-
1)01110 accOWlt in tho aaao of tho ll&cco do la bp>bl tca &t Book of 
Jl>clancl aJ14 &ball be "'>t..atlcall.)' CODYOrtod to the ne&reot bar Into 
cold at foraer price. 

15. At clooo of buolnoos oach 4&1 ourplua of doficlont7 oo Special 
AcCOWlt will be dealt with in a<:cor4aaco with condlt1o111 ootablhhod 
In Artlcloo 6 and 7. 

16. lbto totAl forward purcbaoeo or otorlinc ontltlod to tho gold cuaran­
tee at fOI'IIItr gold price o.hall ban boon l1quid&tod method oet out in 
Articloo 6 and 7 will be reoumod. 

». JIDD B.\'I'ES m:'I'IDII S'I'ERLIIIG Alii) 'lin: URIJOUATAII PllSO 

1?. All pq~~..,h ... tw .. n Sterll.Q(l A.Ma and OI'\ICUIIJ ohall be contracted 
in oterll.Q(l. 

18. !hero &ball be agreecl ratoo of oxcbaztco bet'l'olll pouncl etorlinc &lid 
U~sn poooo which •Ill bo dotoralud 'tv curront official alddlo 
prlco of a;old In I.olld.oa (at prooODt 168/6d por fiao ounce . which II 
oqu!Ya1111t to oao pouad to .f..O~l/2 clollaro) &lid eurront official 
U~an ratoo for dollaro. In tho o .. ot of an altoratlon In tho 
aff1c1al prlco of colcl to Londoa or official O~an rato fo~o~laro, 
rato of oxcbanct between pOWid otorllac and U~an poooo • 
&dJuotod accorclincl1• 

IIISCILIAIIIOOS 

19. !ho l!aDir: of S••lancl •111 fac!Utato .to tho corroopondlolnh off ct~•tt 
-- ·h lt'f to crant ouch aeo 0 ··v U~an banD In tho 0.][. ""' or ... able to aon adftJICOO 

ao ~ be necoooary oo tbat : boo; ~ ~llablo otorltnc on tho 
ecatnot forward oxcbnDCO con rae~ 11 -bllea dooo not aUoo it to 
Spocit.l Account ot tho ll&cco de o.-
aoot tho cloaand for ~onto to tho atorl1111 &roo. 

• 
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21. 

fbe dnr&Uoa of t hia -ere•• a\ oha.ll l>e for one r oar, autoaaU~ 
reMwable f or eqn&l periods oo 1o~ &e neltb or of the partieo da­
"OUDCII it gi~ia& three •ontho' ooti¢e. !bo 30th June, 1941 la 
fl.:ud ao tbo tor.1Dat1oa of tho flrot rou. 

2S8 

Tho otor11Dc area ¢0Dpriaoo tho Ualted lloc4oa, ~ part of Bio 
!.18Jeotr' • doai.niono outalda tho United IUacdooo (except Ctll1&4a , llew­
fo11Jld1an4 aod Hoac-looc) ~ Urr1toey ill r"poct of •hleh a aaoau 
on behalf ot tho Lo-«U• ot llatlooo baa boon accepted by Hh llajoat)' 
and lo beinc oxoreiood by Blo MaJoaty'o Oo•orament ln tbo Unit ed 
~incdoa or in ~ Do~inion, ~ Britiob Protectorate or protect ed 
otato , Zgpt , tho Aog1o-Xap\lan Sudan a nd Iraq. 

Slgnod in duplicate at WontoYideo thlo o1oYonth day of 
Septeaber 1940 , 1o i:Dt;lhh ond Spanioh, both to~to beia& O<lU&1l)' 
... tbonUc. 

Slcood on behalf of tho 
BaDic o! E~~~tlan4 

Comorcial Socrotaey of tbo 
Britiah Legation. 

Signed on blh&1f of tbo 
:Banco do 1a Republica Oriental dol U~ 

Coqy:bJ 
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(a) 

(b ) 

(c) 

IL II ~od ti4t: -

The Banco de la Ropubllca hat the r l~ht to 03lntftin its •xlst lng 
aellin& rate whe~ the middle \ rice or 'old i n lon~n~ nlter& until 
aucb ti~• an it has ltquldatod ~ucb balnneea &I may exist in t he 
S~clal Acco~nt witho~t gold gWLrnntee . 

OO£Otlation• will be continued by thio Le~tion on t he point r~leod 
by the 'Banco da lA Rf"'JU0l1ca that t he lette r shoul'! h.eve t h' ri-"'ht 
to grant quotaa of free exeh~~e for laportt tro~ t~o British Em­
J)lre (not includl.ng the UoltoO Kl n,edom) • hen. , 01'<1~ t o the Mort&«• 
of s terling to cover eaaentlal i•~rta fr~~ the ~~ire (other than 
the United Kln&do~) It oello U. S. dollara to t~o United Klft6do~ 
control at the official rate. 

all ln• arJ rtnaneial rOQtttancea (i.e. ro~ltta~c•• to Urugu6J) 
tbroll,!th t he Spect!Ll Account of aterlt nc- n.ot arhtv f'ro;, O~~ao 
ax'tortl t;"itett"ler in t::ayacnt of a etc:-l ln,r or NIO c!ebt shall be 
s rcnted a rate not less fe•ourabla than t~• eurr~nt selli~ rate 
!or aterl1n~ (at n.reaent. ? . 63) lc)t the ueual bank co:u:iss ion. 

S!gne~ on bOh•lf of the 
lla.nk M .::nglo.od 

Sl<;ned on beh~lf of the 
Banco ~· lA ite,.,..bllcfl Oriental llel u~· 

co.,: bJ 
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Stcretazy of State, 

l aoht ncton. 

4038, lli'I'IDtb, 

300 

lla\<14 Doc .. 'ber U, 1.940 

•••• to:eo a.a. 

llr. ~\lor, PullAMn\11')' 11D4or SecN\&1')' of 1\ato, tor rorelp Ufalre, _.. 

tollowiac otete•ot in Bouao of co-ooo Jlotorllq in nplJ to a q""otlon -t'ber 

ottcl'Uoa of lr1Ueb Ooftr-at bae -· 41'&Wil to !1.......,41 aeeh\ao.ce wblcb 11alt14 

SIA\01 propoll to cln to Cblaa ""' -tber lrltloh a ........ ,., bat ...... r CODd.S.raUooa 

,....,, o! daU.ar u e htaace for Cbilla'• oterllac ..... , •tu 11D1tt4 Stet•• a.,..,.,.. 

:%0\ aDDOWICI4 OD 30\b ...... Mr their iD\IDtlOD t o ll<\la4 to t'be aO'I'Ira.D\ of 

Cblna larce cre41te f or otreactboolliDC the Onl\14 1\ot oo dollar reeourc11 ...atlaltle 

t be Cb1al11 IIOGI\&1')' atbortUeo aa4 for otber pvpo•••• Bte llaJ••tJ' • Clo'l'l._ 

MOt tor tbltr ))Nt , ba'l'lliC repri to \be lllportuoo of tbootr 11-41 aa4 ••-1• 

roliUou wltb CblM, ban - 61olda4 to crut tvt.ber f"-41 aeehkaol \o \bat 

It h of CCIIU'II •oeelal')' for Bb llaJee\)' 11 Oon...-ot to eo-1"1'1 tba1r celt 

ao4 dollar ae11h for \be ... eo\1&1 war ..... of tba oterllac area, aa4 tbe7 - • • 

ofter to Cllha Oat\et ... , .. dol.lan or oterliac etch 11 coenrllltll lDto lla l\14 

Stetu dollaro, horl614 lt-r \bat eul teltll an'aiiCI••" ...., 1te .at• to ...,.... 

Ul&t e\trliac bool4 1o Cblaa 11 a<raiJ.ahl• o~ .{or ,..! 1D \bl ehrl iac ~a, ail 

..,ut,. ' o a .... .._., ara prapare4 1o prl:oo1pll to .ado aa a4ftllce of Wi ,OOO,OOO to 

tbo Cb1D111 ota'bllhaUon t:m4, aa4 wUh tbl , ... ...,....,.., of t boo DoalDlon Oon...-ate 

conctrao4, to crut ara4Ue wblcb will 1te aftlla'bll for poorcbueo lo "'V' ,art of \bl 

oterltoc area w1th1a a ..x~ of . a torlbar Wi,OOO, OOO. tb1o 411loioa hal bolD...­

"'• "'le&lte4 to \be Clll.aeee Oo'l'l.,....,t with a 1'141••• \bat tbq will - an'aiiCI•ah 
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ror the eo.rl:t • coUaUoa of the J1Hlt..!Au7 \Mhllloal -•at oa Wbtoll the poeet,.. 

bUity of the .. !ur\her awrlbc or..Uta .. ,. ..... 

.1. a111ilar atat •-• - - 1a Boua of Lor .. ._, Lori llal.UU. 

JCIIJSCI 

CSB 

"' . 

Regraded Unclassified



-

JR 

StorE tary of Sta tt , 

Wa shington. 

• 

4045, tltvcnth . 

?OP. T :t~StrnY . 

PLAlll 

London 

DatEd Dtctmbtr 11, 19 40 

Rtc ' d 12:10 p .m. 

ln response to e parl1amtnt~y question wbtthtr any 

"undtr~Pk1ng sp!e1fie or implied has bt~n or wll~ at h~Y 

302 

time bt given to ~he United Stat : ~ of Ar.ltrica that tbts 

country will rtt\.U'n to th£ gold s~ .mde:•o afttr tbt wQ.r \11thout 
' 

first consulting t.h£ Bouse" , tht vhencallo::- ' ! thr ~ehcqucr 

rtpl1td " thtrt had n cv"r b ttn any question ''~~1v1ng any 

undcrtsk 1ng of tht kind suggtatcd. " 

J OHliSOll 

'IISB 
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. , . 720· CHVJoi!UG, Dec~ber l l. 1~~ 

S:1bject: ~r-~ Conditione~~~· 

,;.lr ~.,_u 

Con··td•n ~lt\1 

Tho Secre~ory ot State, 

Walh lngt on, D. C. 

Sir : 

I baYo the honor to enclose for the Depor~ont'o Information 8 co~ of 
• letter d• ted DecP.,ber 6 , 19~. v!>ieh I have r eeohod !roc •lr. J. z. Jloke.r , 
M A::trlcOU1 ci U nn long a r eaident of Chin" vho io nov o:n~lo~ed b;t the 
.-=•~leon Red C~ooa for the ~oe of f~ellitpting the trantport intn China 
of •!lelnec •..nd cloth roee!ltly contribu t ed to Cbl'le. At the Deput:ent h 
.. v•re , J..:- . Et<ter 11 so:::t!:thing of an authority eft the problu c! tr~e!)Qrtatlon 
:.:1 C!:..!na, and he haa ,!u•-t e:ooplet·ed a auney ot the trane!)()rt !)Qteuti&littea 
of t ile Bur"" rol!d: I therefore bdine that h h tindi114e Md •"66"ationa 
=erit ~t~ eerl~u• ftttention of the Denart~ent , ee~cl~lly 1u the light of 
tLe recent Aoorie~m credita t o China. But 1n trana=ittinc hio letter I do 
no t '-ioh tn ic~ly ondorae:;~ent of bia au.;;:eotion thot 1 !urther uurchMe of 
tr•c'<s be condl tioned on the pureh.ue of an l!deollt\tt eunply of onaro put• 
•~d of re~ir ~~hinery , and if ~eaible the employment of an Arner lcon 
su, · rtn~enden t of maintenance•. I t 1a poooiblo and evon !'robo.ble tlu>.t if 
!S. B.~er 1 e •ucgeat1ona vere to be follo~ed i~ovement in the trP~aportat1on 
cn~clty o! tho higbv~ vould be realized, but I f eel thAt beaiePJly the 
ouestlon of tr~Mwrt onr tho Burma rol!d io one to be oolved by tho Chineao 
tr.e~aelvefl a.nd that external int·ervention ia neither vo.rra.o.te.ci nor &dTisable . 
Sllould the Cb\neae ace!< A.~erlep.n l'Aviee or a,ee1atanoe in the tU~.tter of the 
1":lr~ve:l,.nt ot trt .naports.tlon facilitiea I bolie• • ve ahould o f course do 
"-1 tn our w ver to Ataist theo, Out I do not tb1U it vDult.. 'be viae or 
t,-: e:l1en~ to volunteer eounael or to ~ae coodi ~iona. Duri~ t;,e o88t 
!~~;y ~ntha of hoa! 111t1ea Chineae ~~~ievecenta in t~e field of trr~aport 
-~>Ye been conaiderA.'ble: I underate.."id t.hP.t the 3urc& road. which 1& ~ 
ll-:.lt•d. u-tr-ry ot trtt.f'fie i nto China under th~ very beat of co:U.itions. • !a 
C>.~at!'n tl¥ undtr£01DC i.J:roroYe=nent , tL"1d I potter thrt the d..eficie.nciee ::entioned 
br :.r • .B!'/.or will be ~;lvon due attention b;· the Chir.eao authorities. 

In exnreaains tbe foregoing onintona, I do not wlah to be rebP~ed as 
belitt\ ln~ the vr lue of f oreign tro.napor t o.dvlaoro; on t he contrery, it ia 
.,,..,..,t thM Hecoro . M. J, Sheehan, A • .B. Blltt1 and C. W. Van Patter of the 
!oeohl.n lt'reignt Linea , Inc., Chicago , and other American l!dvhors ban made 
~~~ v~luable contr1but1ona to the im~ro•emont or ~o tor treneporta t 1on in 
wtst Chi~. and I bolie.e the Chlneae ere ~one t he tirot to r ococn1•e theoo 
c:oo. t ribu tiona . 

Respect fully youro, 

:.cclosura: 
Ueloon fruoler Johnoon 

-/ Cou1 of latter from Mr . J . ~. Baker dated Deeeabor 6, 1940. 
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Or1;iJ1-'l aM. three C4pleo b7 air J::a11 to tho Depe.rt..ullt 
cov to Pelpi QC 

u ;.4 
EI'J):liCL 

--------- - - - --- -- -·---- --
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•Bmbnaoy'o report dated November 29, 194o: !UnmiQC'o de opatcboo 124, Septe•b•r 26, 
1940 1\114 143, lioveabor 15, 19llo to Depe.rtment. 

llne1oturo no. 1 to doepe.tch no. 72/J elated Doceabn 11, 191!o from .Leor le&n J:Dbau:r 
at Chuna;'l<laa Oil oubJoct of 1 'l'renoportatloll Oolldltlono Oil J1vaa ioaA• . 

( OOPT) 

fole~raphic ~011 

Hlo llxcellency, 
Belton T. Jobnoon , 

\IZ:S!l CHna CO-Oll:DIJ1.1.1'Il1G oo:OOHD 
or the 

»lm!ICAN .ADVISORY OC:G!I!l'lD 
ChW>&l<l~~g, Ch illa 

Al:!erlcl!D Alllbauador, Chun&kJ.IIC• 

Dear Si r:-

AII!:ROOK. Clnmgldn& 

December 6, 194o 

Since t alltlq with :you !lueedq, I have oeon conflriiOtiOil of the llOYI that 
the O.S.J.. bat oz\ellded a turthe.r credit to Cbina o t $100, 000,000 ( U.S.) of 
vhlcb $50, 000 ,000 Yill be uoed for purchaaea. 

'i'he u pwocbaaoa Yill be of no avail unleoa tho:y COil bo illtrodllCed to Obins. 
7or IMt uurpoao tho llllraa r oad 11 practlcaU;y tho aolo ortor;r. .u preaellt :ooro 
C"!!!nuo tonna&e it alraad:r at Jiall&ooll th&A C•.ll bo t ranoported at preant ratea ill 
tlll>t montbo. (56,000 tou 0 2IJO tcllt per 4a;y, plua 100 t olll paolille Yill require 
280 dq a) 

Tho volume OTOr t ha road todq 11 limited not 10 much by the number of truok a 
owned • • b7 (1) lnouttlciellt repair fec111tloa, ( 3 ) aboence of dlope.tcbl~ orpnl ­
zatl on, ( J) trattic inepection alld regulation en route. 

~~ I tusgoet that It you have not dono eo, :you cablo Wa thlngton ouggeotlng 
thot f urther purchneo of trucks bo condi tlonod on tho purcbau of an adequate auppl:r 
ot opue ;>arte and of repair mach1nef1, and if po ttlblo tho 0111pl0111ont ot an 
.IJ>er l can tu-por l lltenclant of maintell&ftco. '!'hero oro oovoral thopa for repoir, hilt 
nooo aro roall;y adequate all4 there 11 no ayotem t o OllturO adoquat o uoe of aucb 
f&<:lll tloa u alroad;y oro at bazld. 

1.1:4 Also a f o rol &llor it noodod to turnlth tho bard- belled dit_.l&tching of trattlc 

0 0 
:~: Otodod to pt tnll uoo of tho roe4. SOTt.ral of tho ul>illet acreo Y1 th co 

ob· • lleape.cttull:y, (SI&Iled) J. :E. hker. 
·•ow 

• 
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PARAPHRASE OF TELEORAl~ RECEIVED 

FROM! American Consul, Dakar. 

DATE: December 11, 1940 , 9 a.m. 

NO.: 96. 

FOR THE TREASURY. 

Two sources which usually are well informed have 

told me t hat on December 4th, after nightfall , the French 

cruiser Primauguet eame into port and t ook on a cargo ot 

50 tons of gold. It left port before dawn. 

i/ASSON 

E.A: l~SG 

• 

.... .. 

./ 
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PAIW'IIIIl• ~ i'CimlOJ or OOUUIIIftu. 
mii!P•v DCIIUI) J10M AllllllCoUI OO.IUU.D, 
RAWIOOJ, ....-up U, 5 P, 11., l9il0, 

!be .... ""' JaU: of la41a, la ooiiMo\loa • Ub \be 

41'1.,. ot \be JrlUoh for dollar 'oalaaou 11814 el\ber la 

\boe ltaUe4 a.a\aa or la :lluwa, lo re({ll.l.rlac AMrloaa 

ol\laeu la :lluwa *" hol4 -.ll 'oalaaoea \o .ab ~pli­

Uea for • lDIIIPUoa 11141Yl~l.T. Knner, \boe bltlrft Jloalr 

l..Uoehe all -'-icau will be eecorUI ••-.pUoa r...,. \De 

ret'llir-a\ ot \ruaferriac ac-h la ltalte4 a.aha 

dollara wl\b. \De e:eep\loa epecltloall.T ot AMrloeD wlYU 

of Brl\loh .UJeoh, aad po11lb1T \bo .. .t.e.rloeae forMrlT 

...,..,, la lNalaeaa or la o\b.er aoUYlUu IIIIo baYe reUrM. 

Of 

"' ... 
~ 

:.:! 

~ 
i 
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December 11, 1940 
30? 

!.lemorandUlll 

To : Secretary Yorgenthau 

From: Major Smith {Via !.Irs . McHugh) 

Report on Performance of the Curtiss P-40 

Comparative flights have been made with the Curtiss 
P-40 and the Spitfire airplanes by our pilots. In these com­
parative flights, the Curtiss P-40 was equal to or better than 
tte Spitfire in all its characteristics, such as high speed

1 clicb and maneuverability. Both airplanes are so maneuveraDle 
that the rapidity of maneuverism is limited only b,y the physical 
capacities of the pilot to resist blackouts. 

While the Sfitfire carries eight 30 calibre guns 
{303 calibre)6 the Curt1ss model carries four calibre 30 and 
two calibre 5 guns . The 50 calibre gun bas superior armor 
piercing characteristics; therefore, we believe that the 
combination of 30 and 50 calibre guns is a better armament 
for combat than the eight SO calibre guns as mounted in the 
Spitfire. 

Ur. Fairey, a representative of the British Purchas­
ing Commission and more than 30 years an aircraft manufacturer 
(not a pilot), stated t hat from his observation of the Curtiss 
P-40 that they were taking delivery on in September and 
October, they were between the Spitfire end the British Hurricane 
in combat efficiency. He further stated that be would like to 
heve all the production from the Curtiss plant and if he 
did, the worries of the fighter command would be over. In 
brief, if the Spitfire can outfight the German Messerschmitt, 
then our Curtiss pursuit plane can do equally well. 
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Statistics on P-40 

High Speed 
Horsepower 
Rate of climb to 14,000 feet 
Time of climb to 10,000 feet 
Time of climb to 15, 000 feet 

360 miles an hour 
1090 
800 feet per minute 
8-1/2 minutes 
5- 1/2 minutea 

This from a recent report made b,y Major Timberlake, 
Air Corps, relative to comparison of the British and 
American A'f'III¥ airplanes. 

W. B. S. 

3 0S 

) 
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TREASURY DEPARTMENT 309 
INTER OFl'lCIE COMMUNICATION 

OAft Decollber U, l9llo 

l.!r. Cochran CONFIDENTIAL 
Bogiotored oterliac traneactiono ot tho roportiuc b&Dko wero ao tollowot 

&old t o co-relal coDCono 
Purohaood from coaaoroia1 coDCorno 

WC ,OOO 
lolO ,OOO 

Open a.rl:at wtorltac r.,..laod at 4.0}-J/II, '!Tauactioa.o ot tha roporti.Dc 
bulks were aa tollowtl 

Sold to co-rc1a1 coDCono -
Purcbaood troa co-rci&l coa.eono lol2,000 

Tho Canadian dollar, which weal<oned on ooae out-ot-tawa oolltag yooterday, 
r<c >Vere4 ooaellbat to<IA:r. '!'he cloo1ac 41ecount •• l}-J/4~ ao 04"iDOt 14-1/8~ 
laot nlcbt, 

There woo aloo ooae t.pro•ement in the Cuban peoo dioeoua.t , oblch had 
'll<le.a~ad to 9-5/s<fo yootorday on report. or tho Cuban .U.baooador'o rooica.atioa. and 
4eparturo or part or tho Otiban OCOAOIIiC ll.hoion hero. Today' • 41ooount -· '?-J/8'{.. 

ilJDopt for a oUght eat1ac of tho Sw.ho franc rato no approci,.blo IIOY-a.t 
look plneo 111 tho otbar currenci&o, C1oo!Qg qu.otat1ono worot 

Swioo franc 
S.edl &h ll:roca 
lltlch-rk 
Lira 
Argentino peoo (tree) 
Braoil1an ailrelo (tree) 
llozican pooo 

,2JZ>-l/ 2 
. 2385 
.lloo5 
.0505 
. 2}6o 
·0505 
. a:>6J 

Tharo wore no cold t ran...,tiono con-to4 b;y uo toda7, 

'l'ba J'o4oral Rotorn llaDk of low York reported that tho li&Dl< of Conada ohippod 
t2,678,00Q in cold fro• eo ... da to the J'odoral tor acoount of tho Oonr .... Dt of Canada, 
for ""lo to tho Now York .looa7 Office, 

'l'ho Bollb&)' cold price -· oqul.Y&lont to $}}.8}, " pin or ljl onr llonda;y1o 
S!bor In Boab&7 •• oqul.Ya.lont t o 112,6911, ott 1/411. 

• 
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c.J>celllliC ~·••r•'• piaa, \he Loa4oa apo\ IUI4 to ..... t dlnr price• 
bOll> 4eoUod }/lh \o 221-7/ 14 .,., 2a-l}/ 164 roopeoU••lT• !be 4ollar eq111ftleah 
.... 111.5~ ""' Ill . ~. 

II&Ddf ut ...._.,, oo\\1-t price t• toretca dlnr a o • ....,._,at 
J'll-J/'11.;. 'the !r•Rr7'• ;p11r0b&oo prlc• tor foreip dl'fer • • aloo """~' "' 
}51· 

1fe ... tl•• purob&eu of ailnr tot&l.lJIC 275.000 -·· wo4er '" au ..... 
Potcha .. Ao\ , Ot \h.l.o .....,.,, 75,000 o"""~' reprooea\14 • ~· troa ta.,.a\01'7, 
u4 tile r-Wac 3)0,000 """""' oo.,lotet ot aow procllloUoa troa toretca ooaalrl .. , 
ror forard 4el1•1'r7• 

CONFIDENTIAL 
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TREASURY DEPARTMENT 311 
INTmt 0 1'1'1CIE COio4NUNICAT10N 

(!.· 

" 
DAft D.cnber U , 19l!o. 

Secretary Mor£tnt~ 
< • 

~ 
r•ow Kr. OoobraA 

On Deoeebor 10 tho ltder&l ReoerYt Bent reported tbat B1ssor1a Co., IDC. , bad 

lr&w a chock tor $2611,000 apinot 1to account v1th tho Ob&oo lot1on&l Bonk, l OY 

torlt. Mr . Kc:J:oon celled toda;r and. oold tbat tho oorroct ,..... ot tho drawer ot 

tll.1a check 11 Borbd Co., IDC .. and. tbat 1to aecount 11 u.lntainod v1th t ho 

~t!tllor BraDCb or tho Chooo »at1onal BeAk or lOY Tort. 
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TREASURY DEPARTMENT 312 

,.ow Mr. Oocb.n.l> S T R I C T l Y C 0 N F I D E fH 1 A L 

!be :V.doral 1W11r,.. BeDlc at It" York HpOrtod tl.- follow111C tranaaoUona 111 
auo1en accounto lla111tU...d with tha Obaao lational BeDlc. 

Prillc lpal ch&IIC•• 111 the State BeDlc of lbaola'• dollar accOIIAt durillc the 
l"rlo4 Docoal>or 5 t o Doc•l>or 11, illclualn , wro aa followz 

.Aaollnt """""' .£!!! Credited a...ei ft4 J'roa Debited Paid !o 

• 74. 5119 . 62 ChaM llaUonal BeDlc, 
1. T. , 1>7 order of 
laroclnl Bollka CeQ»-
olon nlka, ,.._. 

• 
2, 000,000 Cbaao latlonal BeDlc, 

1. T., 1>7 order of 
Banque llatlonal 
llnla11, Zurich 

62, 651.25 C~erolal Lettoro • 298,726. 11 c .... relal Lottera 
of Credlt of Credlt 

l o6, 150 Jatlonal Clt7 :&.ak, 
J.T. , for accoaat of 
.a.. Plnoa & loA, he, 

J ll9, loll. ~ c-n.lal Lettora 
of Crodlt 

484,07) .29 Co&DOrclal Lotter• 
of Credlt 

50. 000 .Aatorc 'lra4lzlc Corp. 1,6oo,OOO .Aatorc 'fredliiC Corp, 
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0il Dec•'ber 11 tll.o ""'"•M• of tll.o State :leak ao4 t"" Aatorc !'n41ac Corpo~i! 
.. re ao tollOWII 

c .. h Bo.l.ADD• 

Caoh 00.,..ro1al LoUoro of 
Orodit 

!1110 dopoaUo 

'total 

c~• la total ol.aoo 
l)ecea'ber II 

1\a\o JooDit of tll.o 1J, I ,I,L Aatorc 'lr•u, ComroUa 

• l,o6o,9(10 

10.100 

• ~.628,200 

... f • 231,6oo 
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to 

!he Secretar.r of St&te preaenta hie cc8pliaento to 

the Honorable the Secre\&Jy of the !reuiU'7 an4, reterr111c 

to hb letter of October 18, 1940 relet!" t o rellittanceo 

of coupOne ot the BaiU&a 1922 l>onda to the On1te4 Steteo 

tor collectioll, encloeeo a cow of 4aopatch no. 1121 

4ate4 Ionaber 25, 1940 frn the J.aorican lAption at 

Port-au-Prince , in further reference to thie nl>Ject. 

luloaure: 

J'roa Port-.,... Prince, 
llonaber 25, 1940. 

314 
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Port-a.,..Pr!nco , Haiti, llcm:=ber 25, 1940. 

l!o. 1121 

SubJect: Difficultieo ot the Ba!U&D llt.Uonal Bank 1n 
baitting Cau]lOno of tho Ht.1t1t.n 1922 
Bonde to tho United Statto tor Collection. 

Tho Honorabl e 

!he Secretary of Stat e, 

llaahtngton, D. c. 

Sir: 

llitb reference to t bo Dl:p&rtMnt 1e inetrucUon llo. 905 oi 

Oct ober 28 , 1940, tranomltting a colllliiW>Ie&tion from tbe 'l'reaaUZ')' 

Dlpt.rtDent dated October lS, 1940, wltb rocard t o t he hAndling 

of CO'~pone of dollar bondo of tho Govnnmont of Halt! under the 

TreaeUZ')' Do:partmont'• ruling llo. 5 , I bon tho bonor to toroar4 

1/ herowltb t. cow ot a co-=icr.tion troa tbe 7hcal Repreoentatin 

dated llonabor 23, 1940, 1n wbich be rl]lOrto fUrther dt!tiettl.Uoe 

1n tbio aatter. It would e.ppoar tbat tbe 7edoral Beaor'rt liNk of 

ltw Torlt baa DOt bie n intoraod ot tbe autborha tton cranted I t Jv 

t be 'l're&lll%7 Do:part•nt t o releaoo , wUbout rottrrlnc the •tter to 

t bt Tret.tuzy Do:part..,nt tn laoblftCtoa, t be c011pono to tbt &ddreeoeo 

without t ho noceoel\7 of requirlnc tbe tiltnc ot atfidarlto on 7oro 

TIA.-1 , oxatpt in opocl.:ll circumot ancto. 

3.l5 

!bo Do:part•nt - wiob to brlnt: tbh - tter to tbe atteotlon of 

t bo !rOt.auzy Doport.Jaent a o t bat t be 4itfiCQl.t1tl now bllftC encountered 

- be &Yoidad. lt.ooptcttull,y 70,.,.., 

lncloouro : hrdiD&Dd I.. IIIIJer 
1/ lr• tbo l1ocal lt.opreeeatatin , 

ol&tod IOftlabor 23 , 1940 • 
..__, __ l1lo1 851.6 lo1S:IIAX 
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!he lloDoral>la hr41u.D4 L. lll\7tr, 

A.trieaA k1D1e~r, 

Port.,.. PriDoe. 

Dtu kr. illrlerl 

UDdotr ~h of Sep\eal>tr 13, lMO I llroucht to the 

atteDtlOD of the lApt1oD the .. l>arra.t-Dt ..,4 41rficul\)' lihich 

ora• l>tS.,.-•4 bert 19- the ~ 19- the cuato• officlala 

of the t7Dlte4 ltat .. conrae .. t of COil)IODt of the a.po.~>Uc of e; 
"-ltl tlf. 1922 l>Dn4.o 'lbich wre .. Dt hooo boon t o the fiecal "'""t 

ill I n T orlt t o lit caah..t • 

.U I po1D\e4 011\ a\ that U •, it 4o .. aot auie\ 

the ort41t of t he llaiUaD co ... .,...,,, a.n4 aore partlculu}T the 

ore41t of \boo Acla1aietra\1oa of PreaU.D\ TiaoeD\ iD Jla1U U 

Jlatu ... otu ... ..uc 11aus... l>oaU .,.. -l>l• to _.. their 

cooapoaa wtu.o.t coiac ~ .U t.u f.-11Uaa..,. IIJiplloUla 

to .,..,._ llolola'a of fonip l>OM ••-· 1M l.arpat •UCla 

luo1ur of llalUaa .....,.. u, of c-. the ...... laUocal• .. 1a 

le)IDl .... t 1.Ut1. 

v...r .... of 11..-llft •• 1MO, the loela'ioa -

...,1oate6 to • 0011' of a 18\\or, taW O.t-"r 11, 1MO, _, 

19- \U VaiW ltatoo 'fn-17 ~t to tile ~ of 

Ita~. ..,_._ 1e _.. to tllat la\\or. 

Qa ...... u, 19110. tile ............ ale .. 1a 
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of !lew York, oDCloolnc eoupooo of l.ho lle]lUbllc of llalti 1922 loan 
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' 
ln tho tot ol OWl of $2,085, 00, 4uo on October 1 , 1940. 'l!beoo wore 

prOIII]I\ly 1apound.o4 lo' tbe UnUod. S":too cwotoao orrtclalo. aettnc 

with tho Jod.oral lleoorn - of ,.,. Tarle. '!boy are oUll belnc bold. 

Ulld.or «ate of loToabor 191.11, tho Bt.nquo roce1n4 a 

lottor trna Jaaeo lall.aeo, .laolotant Caohltr or tho XaUonal Cit7: 

llal1lt of II" Torlc, aolclnc that a nom otat ... nt bo ont np to bo 

f 1lo4 1r1tb l.ho Jocleral Beoern llo.Dlc, 111 &D ond.oaTOr to obtaill a 

r oloaoo of l.ho coupono. Cow of tbh letter 1o hereto attached.. 

AD ozaalnatlon of tho oocond. paracraph of tho letter 

of the Troaaury Doparteent, flrot above rororrod. to, ohowo elearl7 

l.hat a flllnc of a!fl«arlto 11'&0 not lntond.od., exco~ 1D opoclal 

clrcuaot&Deoo. 

It 110uld. appear, thorofare, that oolthor tho JaUoDal 

City laDle of J" Tarle oor tho Jod.oral lleoorn lui< of In Torll: 

had. reco1wo4 l.ho lottor or Octollor 18, 1940, olcMd 1lr JollA I. 

J'ehlo, .laolo\aat to \be Socrot&r7, ODl tod. I tatoo fro&OV7 Dlpon­

aoat , or _, ola1llor 81lrloo, nell ao 1o eoatnpl.atod. 1lr the ~ 

Uoo la ih eo-io&Uoo to • of I-ller '• lHC, 111>0reill U 

1ft oa14, "loa. wlU o'boono l.hat tbo ,...ral J .. ono laDle of In 

T orlc hao llooD au.Uiorlao4, 11'1 t.h011t roforriac tho •tt•r to tho 

Traaeury Dopart-t ill Ja.hi.DctOil, to roloaoo to t ho &ddre11•• 
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ouch c~no ao are bolD& oont to tho ODltod Stotoo for collection 

by, or on behalf of, roolO..nta of Baltl, wi thout tho neceoo1ty of 

roctulriJ14 the flliac of u:!'!idav1to on fol'a '1'1'.1.-1, oJCopt in 0 peolal 

c1rcumatane••· • 

Since thooo coupono wbich wore oont , and wbich b&vo 

boon !Jipoundod, ao otated heroin, aro owed by tho 'Banque llaUonah 

u la Ropubli'lll8 d1iia1U, a Dd since ,.. ban aolced tho !I&Uonal 

Clt7 'B&Dlt o! llew York t o caoh thea and credit the procudo to our 

&CCOUDt , it oe•o that there bao boon a co•phte mwndar otandiac 

all rannd ao to procedure in tho t1nitod Statoo. 

It it reco ... endod that tho Lop.Uon c...wdcat• tho 

ol tuat1oo to tho Department vl St•to, with a view to a requeot 

bt1ac •do to tho United Statoo TrO&IUl'7 Dopart110nt that IW>h 

otepo bo taken ao are ooccaoar:r to c lar1!7 tho o1t""tion. If 

thoro 1o an:v opecial pr ocedure which tho 'l'r&OIUl'7 D.putilloDt 

witobao no to follow, I would be glad to ban it co-cated 

to no bore as soon ao 1107 be poooiblt, in order tb&_t si111lar 

di!ficulUeo -7 bo avoided in the futuro, 

Ver :r trul:r 1"V•• 

Ropro oontant l'iocal 
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m!: lll!IOIIU Cl'1'T !Uri: OJ' lin TCIIX 

Bo., Tori< llonabor 19, l91to 

AIR I.U. lL -·-
Banque lf&Uollale de 4 Republiqu d ' llo.1 U , 
Port au PrlDCo, Haiti, 

J.entleun:-

lo refer to 7f7UZ letter of !!ov•"bor ll OJU:looil>i'c-.Da 
of t ho Ropu."blie of Bo.it1 6" tor $2CS5.00, which have bun ilapouAcled 
1>7 tho Cuatoaa otticlala ot tho UD1to4 Stat .. Oonrt1110nt n t h tho 
l t derol Ro .. ,..... Bank of Ie" Tori<. • 

l"e un obtain a tree rol••• 1t you turDi tb ua w1 th a 
tt~orn otatomont etatirlf; that tbeae dollar coupono detached troa • 
bondo o! tho Repnbl1c of Bo.1 U are owned by rotldenh of tho llepub-
llc of Ha1t1, ~h a nom otatement wat bt aubaitto4 to tbi 
Poder&l HateM"o :Banlc of lie• Tori< aaoh Uae cc~ona of tbio 1~ 
are fonoarded to ua, 

llhon .,. receive the aworn otatecont froa ;you, .,. will 
lilt 1 t w1 t h tho :rederal RooeM"o Bank in an n doaTor to obtaiD a 
rola10 o! the coupon• eo that we can pro10nt th .. tor -nt 
and orodH '/O'OZ accoWlt woder our unal advice. 

Touro ver7 trulr, 

J ... , -.Ilaoe 
.t. ttittant Caehi er 
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T ltK b All. \ 

\\' ASBIS(i'l'Os ~l .. : nuy.(_j0 • U oe·su 
W.A.!Ut I!"G1 u :o<. U ( . 

' ' a::.o 

tNT ~ AL I~ t!!" 

.,;;;.-.. ;;.., ·•··••·• ... _. UK K '\Io' Y t: A K~ U !" 
~ o ...... , ... "••••• 

December 11, 1940 

Deer vx. Secretary: 

Thank you very much tor your ve ry kind note. I 
a ppreciate much your taking the time end trouble to gi ve 
me your views on the pensi on problem, 

I think there i s no reel bes io difference or opinion 
between us . Possibly I unduely stressed the recovery 
an~le in my memorandum. That was not my intention . I 
wasn't thinki ng in terms or economic recovery but in terms 
of oreeting a permanent economic cushion that would meet 
any condition that erose in the future. Also, aside rron 
t he question or eoonomios, I reel very s t rongly that a 
uniform federal old age system is a metter or simple humen-
1 ty . 

I em ewere that some 2,000,000 people e re now getting 
monthly pensions of some kind. But you will fi nd on examin­
ing these amounts that in 75 per cent or theee oases they 
are mere pi t t a nces end ere indefensible. Per sonally, I 
would tar rather see no pensions at all t han this kind, 
because the system es it operates today ia l a rgely e toil 
to prevent just e nd human pensions . 

Finally, the time to set up e sound e nd decent pension 
system ia now end not when a crisis should arise e nd it is 
ur~ently needed. It seems to me t hat one thing this Admin­
istration should have learned from the past eight years or 
exper ience is that the most d ifficult time t o get anything 
t hrou~h Congress is when you need it . I em sure I need not 
tell you , the one t hi ng that oen be to~ght out on a non­
partisan basis is e pension sys tem . It the New Deal goes 
t o bat tor a reel pension system, it will have e tremendous 
advantage or making any opposition thet opposes the plan 
carry the onus tor its detest, This is one issue that the 
Administra tion oen•t lose on. It is also the one issue on 
whiob both political end eoonomio dividends oen be assured 
tor e long , long time to come. 

frank l y, I hove long felt that the Administration 
bas been very short- sighted on t be pension question. In 
my opi nion, the attitude taKe n by ~~ . Altmeyer and some or 
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wr. aenry worgentbau December 11, 1940 

bla • .. atar ainda• baa baan Tery atupid and raao t lonary . 
Unleaa tba Adalniatration doea anap out ot lt and take tbe 
lead on tbia aattar, someone alae will and leaye tbe Adain­
latration at tba poet . 

I naTer bad any doubt tbat your beart wee in tbe rigbt 
plaoe on tb i a queation. I know you teel etrongly about tba 
buman taotor and I aa aur~u oan be a tremendous lntl~noe 
1a bringing about tbe r e in tbe peaeioa ayetea tbat are 
nry urgent • 

Witb waraeat regarda , 

Nz. Henry Worgent bau 
Seoretary ot tbe Treasury 
~aabiagtoa , D. c. 
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TO 

TREAS URY DEPART M ENT 

INTER-OFFICE COMMUNICATION 

Secreta~~enthau 

Mr . Ha~ 
fl 

DAn December 11 , 19110 . 

Attached i s the mat er i al you asked me to assemble covering 
th• subjects l i s ted below: ' 

Exhibit I - "Banker Consultant& - Bank or Amer ica Si tuati on• 
Exhibit II - "Transacerica Corporation• - de-listing by stock 

exchanges? 
Exhibi t III - "Transnmerica Corport tion• - organizati on chart 
~xn1bit IV - "Bencohlo Corporation a nd Subsidiaries• - organi­

ze t1on chart 
Exhi bit V- "First Security Corporat i on or Ogden and Subsid­

i a ries• - organization chart 
!:xhi bi t VI - •com:oariaon or amount or income and excess pr oU ta 

tax l i ability on corporations with selected amounts or net 
income under t he Uni ted States Second Revenue Act of 19110 
and under the British Fina nce Act or 19~0" 

Exhibl t VII - "Sum:nary of Press Items on t he Effect or Federal 
Taxes on Col'j1orate ProU te , week ending Dec . g , 19110• 

Exh1bl t VIII - Critical Comment on Two Articles in the New York 
Times for Sunday, December 1, 1940, with respect to t he Eff ect 
or Federal Taxes on Corporate Profita• 

Exhibi t IX - "Review or National Industrial Conference Board's 
Study on Corooration Profits and TAXea• 

Exhib i t X - •corporate Earnings• - Nati onal Industr ial Conference 
Board 

Exhibit XI - 1 Net Profits a f te r Taxes of Le~dlng Industrial Cor­
porations ror t he Third Q.uarter and Fi rs t tane l!onthe or 1940, 
with Percentage Changes from 1939" - National City Bank or 
!lew York 

S~~bit XII - "Tabulation or t axes ror 50 large corporations , 
lla t1onal City l3ank of New York1 

!::xhi b1 t XIII - "Quart erl y Corporation Earnings, Standard Statls­
tios Corporati on Index, Unadjusted" 

Exhibi t XIV - "Quarter l y Earnings of 117 I ndustri al Corporations , 
Standard Statistics Corporati on Index, Unadjusted• 

Exhi bit XV- "Earnings by Selected Groupe or Identical Compeniss , 
Giving Quarterly Averages by Years 192g-1939, and Quarterly 
Figures 193g to Date• - Federal Rese rve Bank of New York 

Exhi bi t XVI - "Some Fundamental Conei deretione With Respect to 
Defense Finance• - which might be ueed as a basis for a 
speecb 
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E.XJUBI! I 

Bnnker Ooneultante ·-- Bank ot America Situation 

Mr. Tom ~. Smith, 
Boatmen'• Rational Bank, 
8t. Louie, Uieeouri. 

Mr. Cha.rlee E. Spencer, Jr., 
Firat of Boston, 
Bo~ton , Massachuaetta. 

Mr. John X. Ottley, 
Firet Rational Bank ot Atlanta, 
Atlanta, Georgia. 

The aboTe- named peraone attended meetings 1n 
the Secretary ' s Office on HoTember 8 and Deceaber 2, 
19}9, and on February 2, 19~. 

Mr. Spencer did not attend the meeting on 
February 2, 19~. but attended the meeting on 
January 8 , 19~. 
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EXHIBIT II 

Re: Transamerica Corporation, 

The quest ion has been ralsed whether the governing boards 
ot the New York and the San Francisco atock exchanges have not 
been negligent in their duties in reapeot ot t he registrat ion 
ot the stock or Transamerica Corporation on thoee exchanges 
in that the governing boards han had available intor~~aticn' 
similar to that which led the Securitiee and Exchange co~esion 
to initiate the pending proceeding to delist the registration 
ot the etoclt ot Transamerica Corporation on the ground that the 
Corporation ' s registration statements tiled with the Securities 
and Exchange Commieaion have contained tales and misleading 
i nfor mation. 

It is doubtful that such a charge against t he stock ex­
chans ea could be proven, ch1etly because much ot the informa­
tion upon which the Securities and Exchange Commission is 
aotins is not available t o the exohangee. We are informed 
that the agreements in accordance with wh1oh securities are 
listed do not, in general, give the governing boards ot the 
exchanges any power ot examining directly the books ot cor po­
rations whose securities are listed thereupon. This is true 
ct both the New York and San Francisco atook exohangea. In 
eaoh oaae, the listing practi ce merely requires that the 
corporat ion• submit periodic audited reports to the governing 
boards ot t he exchanges. 

llost ot the information uoon which the Securities and 
Exchange Commission acted in inttiating its delieting proceed­
ing waa obtained either trom national bank examination reports 
(wh1oh obviously are not availabl e to the general public or 
to the govern1n.g boards ot the stock exchanges), or by the 
exercise ot power conferred uoon the Securities and Exchange 
Commiae1on by the legislation· creating that agency, euch ae 
the subpoena power. 

It ie true that copies ot the 1937 registration state­
ment ot Tranaamerioa Corporation were transmit ted to the stock 
exchanges listing the securities ot the Corporation, but the 
r egistration statement does not d1aoloss upon its taee that it 
1e false or misleading. That the Securities and Exchange 
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Cocmiaeion itself considered the registration statement to 
be proper and true upon 1ts race ia 1n41oated from the raot 
t hat the registration statement which ia now alleged to 
contain !alae and misleading atatemente waa tiled with the 
Seour1tiea and Exchange Commieaion on Auguat 7, 1937, while 
t he proceeding to eatab~ah that the etatement contained 
talle and mialeading intorlll&.t1on waa not in1 t1ated until 
November 22, 193!, over a year later. Had the Secur1t1ee 
and BxohaJ18e Commiaaion considered the reg1atrat1on atate-
c;ent ra1ee and lll1a1eadi.ng on ita race the Comm1u1on certain17 
would ban initiated a procee41J18 11111le41atel7 to eatab~ah 
Ju41o1a1ly that fact and have the atook de~eted before the 
publlo we lll1aled. 

The ver7 raot that t he governing boards or the respect­
ive exchanges obviously lacked author1t7 to ascertain the 
facta with r eference to the condition or !ranaamer1ca 1a a 
strong Juetif1oat1on tor the establ1ahment or an ageno7 euoh • 
ae the Seouri the and Exchange Oollm1 .. 1on. 
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EXH IBIT VI 
•)I' (> ,>,., ... J 

co·;nrlaon o! aaount o~ inco~ and exceee proflta t ax l i a bility on cor- orat l ona 
with aelected U>Ounte of net incoce under t~.o United Staton Second !!eve::ue Aet 

of 194o and under t M Br lt1al Finance Act of 1S4o !} 

t:ot income ''------,--~U!.!n~i~t~e!!od~S~t~a!.!t~o'!!•--..,. -,.,.......,.._ '----~G~r.!!'on!!,t:...;B~r~l.it!!.a:.!ln!!.-,,.----
(before 1ed-l ___ _,F~e~de=rn;;:-1 ___ : New York , -
ernl and Total Exces s State Ineooe 
State Income: te.x : p rofit. Income 

Tot a l 
Income 

t ax 

Excen 
profita 
tax 

tllxes) 1 tax tax 

~unts of incoce !L~ exeeaa nrof1tn t Gx 11ab111tY 

10 ,000 $ 2,069 $ $ 
,000 100,000 28 , c;Eio 

1,000,000 297 , li20 
lO,:lOO,OOO 3,047, 550 

1, 469 
22, 56o 

225,6oo 
2, 256,000 

6oo 
6,000 

Go,ooo 
6oo,ooo 

$ ~-4oo 
,000 

$ ) ,4oo $ 
34,000 

340,000 
J, iioo,ooo 

2,000 
20,000 

200 ,000 
2 ,000 ,000 5. ,000 

Effect ive rate• or tax 

l O, CYYl 
100 ,000 

1,00) ,000 1 . 18~ 
1.92 

6.0<>:'( 
6.oo 
6.00 
6.00 

54.00)1 
54-00 
54.00 
54.00 

,34.00'% 
34.00 
34.00 
}4.00 

20.~ 
20.00 
20.00 
20. ()1) c 000 ,0?0 

( 

Astut~ptlona made In the cocp»t ation of tax a re : (1) None of t he earn i ng.. are die­
tr!buttd, (2) no dividends were received ~~ no cc.pi t~l gains or loss es reall:ed, 
(3) current net lncone before !nco~ and proflta taxeo aoounted to 1~ o! luveat ed 
c~t~!tal , (4) in the United States t he corl)Or at lon1 a lncoce Is before State lncone 
t~Uea and lo entirely taxable In the State of llew York, and (5) base period not 
lnco:e before J'ederal and Stat e lncol!le tax•• waa oubject to a. &f, State rate and a 
10j: Federal rate . The 1nco::l8 and profits t axes !Del uded ere: l or t~.e Unit ed Sta t ea , 
t~e Federal 1nco=e and excess pro:fi ta taxes and the New Yo·rlc: State tnc.>oe tax: and 
fo r Grea t Brit3in, the incoce tax a.nd exceea profita t ax. It should be not ed t hat 
in t l'e qnlted Stat ee t he incoc e t p.x 1o an allowable deduction i n deterolning exeeaa 
profita ne t incone , while i n Great Britain the exceaa profita tax i s an allowable 
deduction In det erclning net inco~e eubjeet to the income tax. Further, divi dendo 
r eceived by individuals are t rucable unde r the eurtax ra te s in both countrieo and in 
tho United St a t es aleo under t he normal i ncome tax but in Gra.at Britain such d1Yi­
denda a r e exo:npt f r om the Income t ax r a.toa other than ourtax. 
llaso period not incooe in the Unl ted State& 1e t he avera.ge incot~e for t he yearo 
1'336-1939 a.nd in Groat Brl taln 1o t he lncot~e fo r 1935 or for 1936 or t he avero-&e 
of 1935 and 1937 or t he average of 1936 and 1937• I n the cooputat lons it wao 
aoe~d t hat the cor norati ons in the Unit ed Statoe and Grea t Brit ain had t he en.~ 
base : e r!.od net income. 
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EXlilBIT VII 

Sum&ary or Press Items on the Effect 
of Federal Taxes on Corporate Profits. 

Week Ending December 8, 1940 

330 

The following items or interest relating to corporation 
taxes and their errect on corporation profits ap~eared in the 
newspapers or the week ending December!, 1940. " clippings or 
the art icles are at tached hereto. 

1 . New York Herald Tribune, December 2 , 1940, ~ge 1, 
column 3. 

An art~cle entitled "Increase to 30 percent in Corpora­
tion Taxea Forecast• reports Senator George as stating that 
the corpor a tion inco1:1e tax rate might be boosted as high aa 
)0 percent before the national defense program is paid tor. 
He indicated t hat increase i n the corpor a tion tax to that rate 
might possibly harm business to some extent, but added that 
there appears to be no alternative. • 

2. Wall Street Journal, December 3, 1940, page 3, 
column 2 . 

An article entitled "Invested CaPital Base to be·uaed by 
!.!oat Companies tor 1940 Year• reports t bat t he majori t:r or 
concerns in the paper industry will elect to uae the i nvested 
capital base tor the 194o excess profits tax. It is r eported 
that, beoauee the paper industry aa a whole, earned much lese 
tha.n 8 percent on invested capital over the past four yeare, 
moat oompaniee in the industry probably will elect to make 
their 1940 tax returns on the invested oapital baee. 

The outbreak or the European War in September produced a 
record-breaki ng demand tor both paper and pulp. In 1939, 
11 oompaniee had earnings equal to only 5 percent or inneted 
capital. Earnings ror this year will probably range rroa 
5 percent upward to as much aa 27 percent. A maJorit;r or the 
companies in the paper industry are eXPsoted to have to P87 
out part or their 1940 earnings in exoeaa profits taxes. 

3• Wall Street Journal, December 4, 1940, page 3, 
ooiWD.D 1. 

An article entitled • More Firms Stud;r Capital Revision• 
as Tax Benerite• disoussee the tax saving poaeib1litiee or 
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retiring existing preferred stock issues and replacing that 
amount or capital with bonds or debenture is sues. SUch a 
change would result in reducing the income tax but might 
increase the excess profits tax. General Motors, tor example, 
has outstanding l ,g million shares or preferred stock callable 
at $120 par share. It this ieaue were replaced by bonds, it 
is estimated that, with no saving of interest, the income tax 
liabili ty of the corporation would be reduced by $2.2 milli on. 
In the case ot General Motors it ia un11kel:r that this eaving 
would be otfaet b:r any increase in t he exceea prot1 ts tax ae 
the company will Jlrobably r eport tor t his tax on an average 
earn1nge bae1e. 

4. The lew York Times , December 8 , 194o, Section 3, 
page 1, coluan 3. 

An article entitled "Makers or Machinery Show Rise or 
72 Percent i n Profits in Year• disouasea the earnings or 73 
concerns of machinery parts and equipment tor factory construc­
tion, mini ng, road building and automotive and aircraft pro­
duction during the first nine months or 194o as compared with 
the similar period in 1939· It ia stated that the increaee or 
72.1 paroent would have been even greater ware it not tor the 
heavier tax eohedule under the second Revenue Ant ot 194o. 
The generall:r declining trend of profits in the third quarter 
ot 194o ie attributed to the etteot ot taking trom that 
quarter's earning• all t he taxee applicable to the first nine 
monthe ot the rear including, in manr 1netanoea, provision• 
tor exoeee prot1te taxee. 

• 

• 
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• • 
Firms' Stud 

·Capital Revisions 
• 
As Tax Benefits 
Would Reduce Liability by Re­

placing Preferreds 
Bond Issues 

Saving on Charges Also Possible 

hdn~ tbe pro.pec:t ot & new rnenue bill 
\ft 11-60 WIIJdl wQl l.DeruM their lnoome t&X.U 
abo.-e 0.. preeeol 2t4Jrt DOn:nal rate, a a.umbu 
ol &-.d.l.al lDdu.ttrt&l eompa.ala *" ln & poaioo 
tioo to ndUOt UUa p,....,...ctin UabW\7 ,...... 
Yllloe ol tbtlr capital et.NcWr-. By 

~ prdttnd lltodc ..._. &Dd·:::!ll 
that a.mo\lftl of capital wt.Lb ~ or d 
luuM,. a porUon ot IAOome oouJd be taktft 
at \he taXable tooom• e&tecot7 ud 1'1'10\'ed 

n & polD\ 11ib«N It .. DOt t&D.ble. 
w oomp&nlM a.lrud)' have actH aloft& 

1D .. : eome cu.rTeDUy a.re we:lJhtna the 
poulbUit.y ot •~h a at.p; 1UU other• an aw&ll· 
lllf a cltartr ouUine ot the Cort.beomin& new 
Adm.lnLitraUon tu Dill bttON rQ.c.biJlC decsatoft. 

Tbt aavlna wouJd o. aceompl.llbed bee&"-'1 
lnlt~t OJI bOndl. debentum, or otber atmJiu 
obUpUona. • dtduc:te4 btrore eomput&Uoa ot 
lbe a.orm.tJ tnoom• \&X.. Prtterr.ca dtvtct.da, on 
UM ou.er band. do not con.ttllute web • eba.rp. 
ud therefore tbe lncome \41: appU• oo tlM 
._..,in~"• wblcb an u.Md to malte web d)'ftde:rld ....,...,. ... 

QeDtr&l WoLore &a &A ou\.ft&DdlD.C' eumple 
ot a compatl.J wb.leb could aoeompU* aucb 
•rillp. WIU. I.NI. ... .-.. ot $'J(o prefurod 
.toc.k outAl&nd.iAC. cllY16eDda 011 u.u amourat 
lt.ITI,220 ...aoall7- ll tab capitol tom. 
roUnd &n4 npiOCN wltll • .....s - ..nq 
tM ..... U:Ltu'Mt nU. .. UIOWif. equal to aucb 
dl'ftckn41 would no * aer be .ubjeet to tbe ~&So 
'11llo- ...,_ tllo..,. bill b)' 12,202.171 .... 
a\ULUJ at U.. p,....,.t S41' rate. 
_.,. .. ..,... OlluSOO 

OonctlnbJy. UM.re woul4 alto bt • aavlnt 
tor ID&D1 oompulu ~ nducUoD lA ta• 

1
a.d char(• ab.ad ot tlM ooauaoo atock, tVtn 
~ a pre;miWD muat, M paid on the reU,... 
aa.tal of Lbt prtltned atodl. Any uoount 
wtalcb \.bt DIW lat.tr .. t cbal'f .. faJJo4 to 

• U.P to tM to,..,. dl\'idtnd nt. would ,..,,...,.,,I 
t u.. oomi)OIIJ'. • 

~ tmoua d~t&Ct, Ott coune, would 
C&flt.&l woWd bl r.pJ&O*I by •ci· 

capital, wH.b a esed anaua1 dat.rJ• 
..-.. 1t tf'OIIlld M obliCed to m .. t. • 
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tu ~t.l undt.r U.. au- proata tu u 
well .. _.,. liM aoJ"'D&l tu. Foe eu.=ple. lt 
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- b)' N,OOO,OOO 01 pnturod aod $5.000,000 
ot- 11.1 Ia•- eopfW -. ot ....-. 
wo.W 11o 110.000.- Rop-..t 01 t11o 

, ...... - wiU. • - - ot -would cut \.bt ln...ud eaplt&l ~ to n ·*-· 
ooo • .s.nc. oa.1y halt Ua• bond auu• II a llowabiL 
Aa o«•t to thit. o« oo\U"'f, would bt the \ower 
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EXHI!HT Vlii 

Critical Comment on Two Articles in the 
New York Times tor Sunday, December l , l 94o, 

With Respect to the Et!ect ot Federal Taxes on 
Corporate Profit& 

333 

1 . Tax Riee Wipes Out Gains by Utilit1~s. by Thomas P. Swift, 

Mr. Sw1tt states that "Virtually every dollar or grou 
revenues which the electric light and power companies have 
earned th1a year from increased sales of industrial power 
arising !rom the mounting demand tor war materials has been 
loot to them through inoreaaed taxee • • • • It should be noted 
t hat in this comparison Mr. Swift seta ott the profits enjoyed 
by the utilities from the increase in a eingle class of their 
business -- i. e. , induetrial power-- against the increased 
tax load accruing on the whole of their bueineee. It is often 
easy to make a striking comparison in this way. 

Mr. Swift presents tigur~r showing t hat the taxes pa.id 
by the industr·• '18 a whole have risen from 9-l/2 percent of 
gross revenues in 1927 to an estimated amount of 17-1/2 percent 
in l94o. These taxes are not broken down into Federal , and 
State and local, He does state, however, that Federal taxea 
will have risen from one-third of all taxes in 1935 to one­
halt in l 94o. His authority tor this statement is not given, 
The maximum rate of the Federal corporAtion income t ax hae 
risen in this period from 13-3/4 percent to 24 percent. If 
the Federal taxes of t he utilities have rieen more than pro­
portionately (wh1oh it is impossible to deter=ine from the 
way in which the figures are stated 1n t he Article) it can 
have been only because net incomes have eo risen; since, ae 
the ~uthor sta tes, the i!ictric utilities are little affected 
by the excess profits tax. (It should be noted that the 
capital etook tax and the old excess profi t s tax are, in 
eaaanoe, merely additional taxes on nftt inooma) 

Finally it should be noted that the real net profits 
of the electrical utilities, -- i . e. , those available for 
distribution to their atookboldera after all corporate taxes 
are determined principally by the !air return al.loved the 
companies by the various State regulatory authorities. Such 
profits are, therefore, really in!ependent of taxes -- these 
being, in sffsct1 paeeed on to the consumers. The author's 
ata t«Dent that tne net prof its of t he oompaniee will be onlr 
2 per cent higher i n 1940 than in 1939 deop1te a 7 percent 
rise 1n pover consumption should be read with this in view, 
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2. Cheaioal Trade Feela Tax BIU'den, bl ltenneth L, .Ailet1n. 

The headli nes and the implications or the article are to 
the etteot that increased taxea are responsible tor a die­
appointing &bowing ot earnings in the chemical industrl tor 
1940. As proot ot this, the author h&e compared the increase 
in income in the chemical industry with the inoreaee in income 
in such industries ae steel, railroad equipment, metal works, 
aviation and automobiles. The author himeelt, however, 
indicates that earnings or the chemical industry 1 have been 
mounting steadily ainoe the depth or the depression in the 
early Twenties, and have surpassed the levels which pre­
vailed in 1929 and pr evious yeare.• It 1e not surprising 
that industries such as steal, which were hard hit b;y the 
depreeeion, show a relatively greater inoreaee in pro!ita 
this year than an industry euoh ae ohelllioala, the prot1te 
ot which were eteadill increasing all through the depression 
period. 

The headline indicates that inoreaaed taxes have resulted 
in lower prot1ta tor the ohemioal industry. A more careful 
reading or the article itselt, however, ehowe that reduced 
profits are due not only to inoreaaed taxee but ala~ to high 
rates or depreci ation, outlaye tor e~nsion, and mounting 
appropriati ons tor development and reaearoh. 

The proti te or the oheaioal indue try in comparison vi th 
other induatriea mentioned 1n the article tor the 1eare 1936-
1939 are abown in Table 1. A comparison or 1939 and 1940 
protite tor eeleoted oheaioal, eteel, airoratt and autoaob1le 
oompan1ee ie given in Table 2. 

Olippinge or the two artiolee are attached. 
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Table 1 

Net income ot oorporatione in the ohealoal and other 
industrial groupe, 1936 - 1939 

Industrial grou~ 1936 

24 194. 5 204. 6 u6. 6 

~4 il.4 80.4 - 2.3 
4. 4 10. 2 - 1.7 

6 2. 3 3·6 J · 9 and truolte 12 3ll· 9 251· 9 1 • 7 

• 
Standard Earnings Bulletin, September 194o. 
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1939 

1811. 8 

44. 9 
8.9 
l·3 21 .8 
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T11.ble 2 
Coii\PIIl'ieon ot 1939 with eat1mated 194o earninge ~ per oollllllon 

~ ahar a ot stock t or selected companies in the c emioal, 
ateel, alroratt , and automobile industries 

I 
Company 

Che:~ioala 

$ 1.98 $ 2. 50 + 26 . 3~ 
o .~o 10. 05 + 5· 8 t 5 6. 1!.0 - 3.1! 
7· 65 7·75 + 1.3 

santo lj. .Ol 4•50 - 12. l 
ted Carbon 3. 82 . 30 + 12. 

Carbide and Carbon 3.1!6 4. 50 + 16.6 

Steel 

Rolling Mill $ .69 $ 1. 35 + gg.4; 
Steel 5· 7a 13.50 +134.1! 

Steel 2.5 10. 75 +323. 2 
eel 6. 73 8. 75 + 30.0 
Steel 5· 71 6. 75 + 18. 2 
el 1. 83 ~· 85 +438.3 

Sheet & Tube 2. 50 · 75 + 90.0 

Aircraft 

&&-Wright • · 39 • 1. 35 +246 .2~ 
Aircraft 4.81 15. 00 +211.8 

ed Aircraft 4.04 4·15 - 22.0 
L. Martin Co. 3·7~ . 25 + 13. 3 
American Av1at1on 2.0 1. 25 - ~· 3 
Aircraft 3· 53 5· 25 + . 7 

/.utomobilee 

Corp. • 8. 48 SlO. lio + 22.6~ 
Motors 4. o6 4.00 - 1. 5 
Motors . o4 .10 +150.0 

r Corp. 1.31 1.10 - 16.0 

roe: Standard Earning• Bullrtin, December 191io. 
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T~SE WIPES OUT 
IAJ]S BY UTIUTIES 
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Reach Sfj&,OOO,ooo Bued 

on 9-Month Reaulta 
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EXHIBIT IX 

Review of National Industrial Conference Bonrd'e 
Study on Corporation Profits and Taxes 

A study or corporation profits nnd taxes by the National 
Industl'lal Conference Board, published in it s Economic Record 
of November 23, 1940 (attached here1·1i th), hae been reviewed 
by t he Division of Tax Research. This revie•; is summarized 
na follows: 

l. ~~erated i ncreases are shown i n Federal income 
~or-1946 as comnnred to incrensec in net income. 

The study reports t hat for the 116 comoan1ee ana1y~ed , 
net income for the first nine months of l 94o increased 4$ ner 
cent ns against a tax increase of 131 per cent. This increase 
exceeds t he maximum increase noseible for t he Federal income 
t ax of any one or the 116 coonanies. It a cornoration's net 
income in 19~ i ncreased 4$ per cent over 1939: the meximum 
noseible i ncrease in Federal income tax would have amounted to 
97 per cent, not 131 per cent. The attached tnblee indicate 
the maximum possible percentage increase in tax for certain 
increases in 1940 net income over 1939 . 

2. Tax reserve data are used, instead or tax collection 
or tax liability data. 

The amounts of income taxes reported for l94o in the 
study are corporate tax reserves, that is, eeti~tee by the 
corporation or what the tax liability for 1940 will be. Since 
these figures are estimates, t hey may, of course, contain a 
large margin or error. 

3. Combined data for net i ncooe a.nd defici t corooratione 
are used instead of eeoarate data. 

It ie reoorted t hat increased corporate i ncome taxes 
(exclusive or excess profits taxes) absorb 37 cents out or 
every dollar gained in earnings during the first nine months 
of 1940. Other statements are alec made showing a dispropor­
tionate rise in income taxes as against income . 

Assuming an accurate estimate of tax liability, the rela­
tione i ndicated are meaningless because profitable and deficit 
corporations are grouoed. Grouping of this type may yield 
fantastic results. For example: In an industrial group i n 
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EXHIBIT IX 

Review of Nat i onal I ndustri al Conference Board ' s 
Study on Corpora tion Profit s and Taxes 

339 

A study ot corporation profits and t axes by t he National 
Indust r i al Conference Board , published in it s Economic Record 
of November 23 , l 91l-O ( attached here1·t1th), ho.s been r eviewed 
by the Division of Tax Research. Thi s revie>r is SUlllDarized 
ns follows: 

l. 

T".ne study r epor ts t hat tor t he 116 comoanies anelyud, 
net income tor the f i rst nine months of 191l-o increased lj.g per 
cent ne against a tax increase ot 131 per cent. This increase 
exceeds t he maxl~uc incr ease posslble tor the Federal i ncome 
t~x or any one or t he 116 companies . I t a cornoration •s ne t 
income in 194o i ncreas ed 48 per cent over 1939~ the ~axtmum 
oossible i ncrease i n Federal i ncome tax would hnve amounted to 
97 per cent , no t 131 per cent . The attached t ables indicate 
ths maxi mum oossibl e percentage increase in t ax for certain 
i ncrenses in 19~0 net i ncome over 1939. 

2. Tax reserve data are used , instead of t ax coll ection 
or tax liability dat a . 

The amounts of i ncome t axes reported f or 1940 i n t he 
s tudy are corpor ate tax r eserves , t hat is, esti mat es by t he 
cor oor etion of what t he t ax l iability t or 19~0 >Till be . Since 
t hese f igures a r e estimates , t hey may, ot course, contain a 
l a r ge margin of err or. 

J. Combined dat a t or net income and deficit coroorations 
are us ed i nstead of seoarate data. 

It i s r eoorted t hat i ncreased coroorat e i ncome t axes 
(exclusive of excess profit s taxes) absorb 37 cents out or 
every dollar gai ned in earnings during t he f i rst nine mont hs 
of 1940 . Other s t atements are also made showing a dispropor­
t i onnte r ise i n income taxes a s against i ncome. 

Aesw.11ng an accurate estimat e of t ax l1ab1li t y, the rela­
tions indi cated are meaningl ess because pr ofit able and der 1oi t 
corooratione are gr ouoed. Gr ouping of this t ype may yield 
f antast i c results. For example : In an indus t r ial group in 

. ~ .. 
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1939 the profitable corporations, let us say, showed net income 
or $1,000,000 on wbich was paid an i ncome tax or $200 ooo The 
defiCit corporations reported deficite of $500,000. on the 
basis or the Conference Board type or analysis this industrial 
group would show for the year a net income of 6500,000 and in­
come taxes amounting to $200,000. In 194o, let us say, t he 
profitable corporations become twice as profitable and with no 
increase in r a tes pay twice as much tax, t hat is , $4oo,ooo. 
The deficit corporations, let us say, report a deficit of 
$1,450,000. The picture, according to the Record tor th1a 
group in 194o, would ehow a net income of $550,000, and income 
taxes amounting to $4oo, 000. That i e, it would be arg1,_1ed that 
while profits for the industrial group increased only $50,000 
or 10 per cent, taxes increased f rom '200,000 to $4oO,ooo or 
100 per cent; that, in 194o, taxes took almost 75 per cent of 
the net i ncome of the i ndustri al group and that the tax in­
crease absorbed four time the increase in profits. Further 
comment is not necessary on this type of fallacious r easoning. 

4. Portions of· the analysis relate to certain selected 
coraorations without any indicat ion as to the criteria 
use in the selection. 

It is stated that in a tabulation of 20 companies, Federal 
Government taxes would take 72 cents out of every dollar of in­
creased income . No indication ie given , however, ot how profit­
able these 20 corporations are. If, tor example, by selection, 
corporations which bad been earning 4o or 50 per cent on their 
invested capital were chosen, no seri ous inequity would result 
even if the taot stated were true. 

5· No distinction i s made between direct and indirect or 
=table and nonshiftabie taxes in anali~ine; the tax 

en. 

Considerable imnortance ie attached to the finding that 
in some i nstances •stockholders ••• .• have a smaller amount 
available tor dividends than t hat allowed tor Federal taxes. • 
The implication there i s that taxes amount to more than 50 per 
cent of net earnings of t he corporation. Obviously these data, 
if they relate, as they properly should , to net income corpora­
tions only contain taxes other than income taxes. The bulk of 
Federal t~ee paid by corporations are not borne by them since 
they may be included as a cost item and recaptured through 
price adjustments by the corporation. These taxes should be 
considered in t he same manner as any other cost and have no more 
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etteot on amounts ava11able tor dividends than do other coats. 
Since these taxes may be recaptured in price, they give no 
indication to what extent taxes have detracted trom amounts 
which would otherWise be available tor dividend payments. 

6. Federal income taxes are not clearly distinguished 
from state and loo81 t axes. 

The etatietica themse1ves do not i ndicate whether the 
reserves are on behalt ot Federal income taxes exclusively 
or also contain amounts tor state income taxes, tranch1se 
taxes baaed on income, etc. The implication ie, however, 
t hat the percentage increases are in no ama11 part attribu­
t able to the increased Federal income tax rate, since no men­
tion ie made ot taxes other than the Federal income and excess 
prot1tl taxes. 
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!able 1 

Federal corporation income taxes, Revenue Aota ot 
1939 and 191io Y and amount ot net income 

remaining atter inoone tax, tor 
eeleoted amounts ot net i ncome 

!let income: Income tax : Income re­
betore in-: Revenue Aot:ma1n1ng atter 
come taxee: ot 1939 !( : 1noome tax 

$2.00 

1.75 

1.50 

1.25 

1 . 00 

.75 

·50 

•. 36 
.}15 
.27 
.225 

. ll! 

.1}5 

.09 

$1.64 

1.4;5 
1.23 

1.025 

.82 

.615 

.41 

Income tax : Income re­
Revenue Aot:ma1ni.ng attar 
ot 191io !( : 1noou tax 

•• 48 

.42 

.36 

.;o 

.24 

.ll! 

.12 

11.52 
l.JJ 

1.14 

·95 

.76 

.57 

. ;II 

1( Computed at the rate ot 18 percent tor 1939 and 24 percent tor 
19110. Doe• not 1nolu4e exoeu prot1ta tax. 

I 
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Table 2 

Oompar1aon ot percent 1noreue .nd net lnoome 1911<> 
over 1939 with peroent 1noreaae 1n Federal 

1noome tu: ]/ and pe roent 1noreue ot 
net 1noou attar Federal 1noome tu: 

Inoreaee in net Ilioreue in Inoreaae 1n net 
1noome betore . rederal 1noome atter . 

343 

Federal 1nooae taxee: 1noo .. taxes Federal 1noome ta:~ .. 

1~ 166.7~ 115.~ 

75 133-3 62.2 

50 100.0 39 .0 

25 66.7 15.9 

0 33·3 (Deoreue) 7·3 

(Deoreaee) 10 20.0 (Deoreue) 16.6 

(Deoreaae) 25 0 (Deoreue) 30·5 

(Deoreaee) 50 (Deoreal8) 33·3 (Deoreue) 53.7 

!J Ooaputed at the rate ot 1! peroent tor 1939 &Dd 24 peroent 
tor 1911<>. Doe• not 1nolude exoeaa prot1 ta tu:. 
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Note: Corporation earnings reported by tha34:4 
Ritronal Industrial Conference Board show, 

399 1ndustr1sl corporations, an inorease 
26 per cent in the third quarter ot this 

year over the 1939 level, and tor nine months 
an inorease or 41 per cent. 

Earnings ot ~3 corporations, including 
• industrials, railroads. and utilities, 

were lS per cent higher than 1939 in the 
t hird quarter, and 35 per cent higher in 
the nine months . 

. -

-·· 

. ~ · 

-·· 
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• 

Regraded Unclassified



EXHIBIT X 

CollPOJ.ATE EAuiiNGS 
Thouoands of DoUan 

34.5 

Number 
Third Quarter Net lllllOIIIc' tFint ~Inc Month•:'\ct Income 

of Pctttnt j Pcn:ent-
. Com- 1940 1939 ... 1940 1939 ... 

panics Cha111< ' ChU~t 

JnJ•IIri.U . 
Total. ............ ......... 399 340,791 270,113 +16 1,095,912 775,2.39 + 41 

Manufactu;::t ............. 323 292,177 226,496 +29 955,112 661,294 + 44 

Durable ............. 191 182,703 107,466 + 70 597,957 353,721 + 69 

Aircraft and pettl .••• . .... 6 10,538 7,247 + 45 33,353 19,SU + iO 

Automobila ... ........... 12 20,872 12,550 +66 161 ,666 137,160 +II 

Automobile puu .......... 32 11,1;40 7,523 +55 45,614 27,558 +66 

Buildi"' matcrialo ..••••.•. 21 13,274 12,295 + A 28,314 23,971 + II 

Elcctrical proclacta ••..••.• 13 19,173 14,444 + 33 63,211 42,431 + 49 

Ma<hincry ................ 25 9,74S 6,154 + 41 30,591 13,704 + 123 

Mctols, in>e and sud ...... 39 79,491 31,201 +147 178,834 56,907 + 114 

~fcto~s, .... f ................ 13 3,656 1,631 + 39 ll,S20 5,273 +137 

Oftice ro:tpmeat. • .. · .... • 6 1,155 1,971 - 4 11,795 10,189 +IS 

Rail equi~t ....... . II 6,731 4,300 + S7 11,136 8,716 +lSI 

M'lltdla._.. ...... ....... 20 4,711 4,442 + 6 10,205 8,127 + 26 

Nondurable aooda· ......... llS 109,474 119,030 - • 357,1)5 307,573 +16 

Bc•Cf&ld ......... ....... 5 7,910 11,412 - 30 26,149 U,lU - • 
Chemical products ••••..... 11 33,301 34,()62 - 1 107,011 86,193 + 14 

~~;;iU:::::::::::: 
13 7,747 1,196 - 5 2J,i39 24,138 - 2 

11 20,934 25,305 - 17 69,388 73,311 - 5 

Paper product& ............ 13 4,412 1,344 +19 13,472 S,449 +147 

Petroleum produetl •..•••.. 16 12,145 23,023 - 4 78,1U 52,814 + 41 

T m ile products ....... .. . . 9 4,113 1,742 +54 11,327 7,157 +51 

Mioeella.-.s ......... .' ... 16 1,731 11,936 -17 17,115 30,216 - I 

Mini"'·:·:"' ........ ... .. 31 28,474 16,.137 + 9 17,147 65,493 +33 

Coal m•••"'· ...... ... .... 10 1,450 J1,109 ····· 3,110 43,982 
+ 11 

M<tal mifti"' and~. 12 27/114 17,246 - I U,()67 69,475 

Finaacc ..••••••• .•••••..•• 11 11,714 12,540 + I 36/1l9 34,563 + 4 

Retail trade ......... ..... 11 2,630 1,349 + 11 5,376 4,i11 + 14 

MUc.&-.••.• ••••.•••• 20 4,793 3,291 +46 12,151 9,171 + 33 

Pwilic UtiJilit1 + 6 
Total .............. ........ 41 106,725 lll,751 - 5 361,117 340,983 

Electricity and pa ......... 31 37,156 40,535 - 7 143,674 136,261 + s 
Tckphone and iaepph .... 10 61,169 71,123 - 3 111,213 104,715 + j 

R.oii..Wt 15,967 +30 41,490 49,144 ····· 
Total.. •••.•..••••• .•• •••. • 41 33,861 

Guwo TOTAL .............. 413 411,385 401,531 + II , ,499,199 1,to;.oa + JS 

•Net income min,.. net loss. 4Deicit. 

Source: 
National Industrial Conference Board, Eoono~1o Record, 
November 23, 194o. 
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Note: The National Oit)' Bank reports that 
~protitB atter taxes tor 2g4 corporations 

otl)' atteoted b:r war end detenee ordere 
_...,, . ., 49.7 per cent higher than the 1939 

level 1n the third quarter, and 79.2 per 
cent higber in the nine months. 

For 256 corporations attected onl)' indi­
rectly by war and detenae orders, earnings 
1n the third quarter were 7.2 per cent below 
the 1939 level, while in the nine-month 
period they were 16.8 per cent above 1939. 

- ... _.,. . . 
-· -· 
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.. EXHIBIT XI 
~1 

Net Profits atter Taxes ot Leading Industrial Corporations 
tor the Third Quarter and Firat Nine lolontbe ot 194<> 

with Percentage Changes trom 1939 ' 

(In thousands ot dollars) 

Directly atteoted by war 
and aetenae program: 

16 Textiles 
12 Wood products 
23 Paper pr oducts (b) 
26 Chemicals 
35 Iron end steel 

Third Per cent 
Quarter change 

$5,024 I 33.5 
1,4So 1 71.3 

11,494 I (a) 
42,569 - 0 .1 
77,269 I ( a ) 

6,358 I 311..2 

Nine Per cent 
Months change 

13 Building equipment 
17 Electrical equioment 
35 Machinery 

• 13 Reilwey equipment 
28 Auto equipment 

20,666 ~ 3). 9 
8,685 r )0.2 
7,47o I 58.1 
5,982 I 27. 7 

12.108 I 62. 0 
8,835 1 19.6 

16, 026• I 2.8 

$16,oo5 I 48.4 
3,369 I (a) 

34,224 I (a) 
138,612 I 20 . 6 
172,650 I (a) 

13,950 I (a) 
68 ,870 I 56.8 
25,529 I 78.6 
23,267 I (a) 
32.306 I 50. 7 
37,234 I 76.1 
29 ,106 I 53. 6 
5l,OSO* I 49.8 

8 Aircraft and parte 
35 Met al products, misc. 
23 t:etal mining 

284 Sub-total 

Affected only indirectl y by 
war end defense program: 

11 Baking 
26 Foods, m18o. 
8 Beveragea 

14 Drugs, aoa~, etc. 
23 ?etroleum (b) 
24 Stone, clay, glae a 
12 Household equipment 
10 Of f ice equipment 
13 Automobiles 
31 Uisc. manufacturing 
13 Coal mining (b) 
25 lolieo. mini ng 
25 Trade 
21 SerTice & misc. 

256 Sub-t ot al 

54<> Total 

223,966 I 49 . 7 

4, 815 - 16.2 
19,909 - 18. 9 

8, 151 - )0 .6 
12,334 - 18. 7 
31,162 - 9.6 
11,943 - 3.3 
1,980 I 11.9 
4,ool I o .8 

15,64o I 23.7 
5.330 116.8 

661* I (a) 
5, 958* I 2~. 7 
9 , 6811. - 2 .6 
2,633 I 6o.9 

134,201 - 7.2 

8358,167 I 21. 1 

611.6,202 I 79 .2 

13,952 - 15.4 
62 ,Ins - 3. 2 
26,746 - 7. 6 
43,386 - li..o 

115,012 I 611.. s 
31,704 I 16. 5 

5,1i-79 /14. 9 
15, 21i-4 I 21. 3 

162,oli.4 117.8 
16,969 I 26. 6 
1,354* I (a) 

18,674* I 18.6 
28,807 - 2.8 
10,420 - 12.3 

552,209 116. 8 

Sl, l98,411 I 43.8 

(a) Increase of more t han 100 per cent no t comput ed. 
(b) Profits affected by special f actor s also. 
• Before cer t ain cbsrgee . 

Source: National City Bank of New York, December 194o. 

• 

Regraded Unclassified



• 

EXHIBI1' XII 348 

fabulation of taxes tor 50 large corporations 
National City Bani of New York ' 

The National City Bank of New York hae tabulated 
from reports to stockholders and other eouroee, tax data 
and earnings data tor 50 outstanding industrial corpora­
tiona, representing as many industries, Summary figures 
tor thia group of corporations are given as follows: 

Te.xea 
income taxes 
Other taxea 
Total Federal, State and local 

Net income 
Totil before taxes 
Te.xea, ratio to this total 
Total after taxes 
Taxes, ratio to thia total 

Dividends 
Total cash dividends 
Retio, ta.xes to dividends 

1*6,221,000 
9. 316,000 
5. 537,000 

$1,66l,U9,000 
53.3~ 

$776,352,.000 
11~+-.1~ 

$577.~20,000 
153. 2% 

Th1a aurTeY of ~he National City Bank points out 
thet •For moat companies, t he ta~• baaed upon net in­
come comprise only a minor portion of the total, while 
the major portion ie made up of property taxes, social 
aecurity taxea, unemployment taxee, excise taxes, fran­
chise taxee, oapital atock taxes and others, which are 
payable regardless of the amount of net income. Detailed 
figures of te.xee paid last year by the fifty large com­
panies reveal that income texe• ( including state and for­
e11!J! , aa nll aa federal ) of the group aggregat ed 
$1~6,000,000, or 21 per cent of the t otal, mile 'other 
taxea 1 aggregated $699, 000,000, or 79 per cent.• 
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' Note: The Standard Stat1etica Corporation349 
iitrmatea that corporati on earni ngs tor the 
f ourth quarter ( inoluding 1n their index 
117 induatrial oorporations , about lJS 
railroads, and 13 util i ty companies ) will 
exceed those ot any other t ourtb quart e r 
since 192a. These estimate& are baaed on 
the net ea.rn.ings available tor preferred 
and common stock. 

1 - . 
.. ' 

-·. 
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EXIUBU' XIII 

~arter11 Corporation &arn1nga• 
Standard 8tat1at1ce Co~rat1on Index UnadJusted 

(192 - 100) , 

tear 1'1rat Second 'l'hird Fourth 
~arter Quarter Quarter Quarter 

1924 71.1 58.2 56.4 65.8 
192~ 70.9 85. 2 91.2 87. 1 
192 91.1 100.3 110.2 98. 
1927 92. 6 102.2 100. 2 86.8 
1928 99·9 117.6 128. 0 124.5 

1929 126. 4 150.9 150.5 119.3 
1930 99 · ~ 10.5.1 :4·15 6J.1 
1931 53. 6i.J .8 20. 9 
1932 18.4 12.Ei J.9 J.5 
1933 d J.7 J4.o 52.1 35.0 

1934 ~8.15 50·1 J4.5 2a.2 

193~ ~.4 55.2 5l).2 715.15 

193 .o 92.~ 84.4 115.1 
1937 93.9 110. 915.11- 78.7 
19315 32.15 36.8 315.5 76. 7 

19~ 6o.4 62.0 66.6 114. 5 
19 92.6 87.15 81.3eet. 120.8eet. 

• Saeed on net aYa1lable tor preterred and co..,n atoclt. 
Includee 117 Industrial Corporations, all Class I Ball­
roecla and 13 Ut111t1ea. 

350 
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Note : The Stenderd Steti s tice Cornoration 
eati'me t ee thr t earnings ot industr1Pl cor­
oorat1ons in the fourth quar ter ot this 
~ear will exceed t hose ot any other fourth 
.ll!uerter on their records, going back to 

I 1924. The earnings index i s based on net 
earni ngs evailable tor oret erred and com­

. mon stock ot 117 1nduetrie1 coroorati ons . 

J -· 

.. 

... 
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EXHIBIT XIV 

Quarterly Earnlngs of 117 Induetrial Corporations.• 
Standard Stat1Bt1eB Corporation Index Unadjusted 

(1926 = 100) ' 

Year 
Flret Second Third Fourth 

Quarter Quarter Quarter Quarter 

1924 74.2 58. 1 51. 4 57.9 
192t 70.2 SS.l 89.0 83.0 
192 93.4 103.7 110.1 92.4 
1927 92.9 lOi>.l 9S.9 78. 
192S 100.9 124.4 132.8 119.2 

1929 1)0. 7 1,2.0 154.8 109.0 
1930 100. 7 106.S 76.s 4i>.l 
1931 43.1 54. 2 36. 2 2.~ 
1932 s.o 6.0 d ~·9 d 14. 
1933 d 13.4 29.0 4 . 7 25.1 

1934 ~~:§ ~5.2 34·5 20.0 
1935 2.6 5 .9 81.3 
193i> 71.0 lOS.l 89.2 114.6 
1937 103.6 127.8 111. 4 Sl.4 
193S 3i>.6 4o.4 34.4 69.3 

19~ 65.0 69.8 63.5 11S. 8 
19 102.5 95.1 S2.oeat. 12S.5eat. 

• Baaed on net available for nreter red and common stock. 
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~: Taking a group of 16g indentical industrial 
corporati ons , the Federal Reserve Bank of New York 
reports earnings of $1S4,SOO,OOO in the thlrd quar ter, 

a compared with $142,000,000 i n the third quarter 
of last 7ear (}0.1 per cent increase). While earn-
ings in the third quarter were somewhat lower than 
in the second quarter, this was due i n part to sea­
sonal influences. In both 1938 and 1939, it will 
be noted, third quart er earnings showed a substan­
tial reduction in spi te of sharp upturns i n business 
activitJ. 

Earnings of t elephone companies, and of other public 
utilities, were somewhat lower than in the third 
quarter of l ast year, and below the earnings in the 
previous quarter. Railroad earnings, on the other 
hand, showed a seasonal increase, and the net income 
of $70,6o0,000 for all Class I railroads compar es 

·-· with $57,700,000 i n the third quar ter of 1939 (an 
i ncrease of 22.4 per cent). 

--. .. "" 
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EXHIBIT JY 354 
:larDiDCo br S.1octe4 Oro~o of IdonUcal OoiOpomoo, 01YiDC Qaarterl7 J.Toroc .. b7 roaro 19211-1939. and ~tul7 J!1proo 1938 to llato 

After J!1ltld <2>arpo Olld !azao, ltltcopt llhero Otlumr1oo llotod (In al.lliono of dollaro) 

Ip.4p.ttr1&1 O!)rppratione 
: 'I'll opllo no o :OtMr l"''bl1c: llo!.l-o, 

; 'l'o tal :All too &: Clloal.-: J'ood and rllachill-:lletolo &:Petro-: 
: 11110 1111t operaUDC: •t111Uoo : Claoo I xo! 2' S!!aceait•: lr.& i •'=•·: ~· ;lin·~~·; W ; ~fH ; lu; st~~l : 55. ; l!!,r " : <not t?oo•>:<•t r> Qoartor17 «roracoo 

b7 yoara 
1928 291,1< lOS,O 23.8 22.1 12.2 6.0 19. 2 115.1 55.1 63·3 55·8 ~ 
1929 337. 2 ~.6 30.2 25·3 15.11 8.1 21.0 77.2 63·5 69-5 63. 1 

~ 
19JO 190. 7 .8 22.7 23.3 8.9 ).9 6. 4 38.1 111.5 67.7 b2. 7 1931 68.11 22.0 17.3 20.5 1.0 1.1 - 9.6 - ·5 16.~ 68.2 60.2 1932 - 211.9 -12.2 10.0 14.9 - 3.& - ·9 1.3 -JO,S - 3· ~-1 49. 7 -38 193~ 42.7 21.3 16.1 16.6 

4:a 
·9 1. 6 -15-2 ·9 ·1 42.3 - 3 

193 17.2 2). 7 20.0 18,0 2.1 3.<> -5-7 11.2 117.8 llo.9 - 7 
1935 13~-4 56.3 24.8 16.9 6.5 2.9 7-li 5·" 19.0 50-2 1111.0 £ 
1936 22 .o 87. 2 J0-5 20.7 10.3 4.1 111.0 25-1 ~2.1 59·7 49·5 1937 2411.5 ro.8 34.o 19.4 13. 3 6.0 18.3 41.3 1.4 56.7 ~·5 25 
1938 97·8 24.9 21.5 18.9 5-7 2.1 10.0 - 1.~ 16. 5 52.1& ].2 - ~-0 
1939 1115.8 59·9 )2.2 20.11 7-3 3·" 10.1< 23 · 28.7 59· 7 51.8 7.1 3arningo 

'b;r quartero 
16.6 

117.7 - 106.) 
1938 1 7(>.0 4.& 16.0 1·1 1.9 13.6 - 1.8 12 .• 9 50.0 2 82.0 22.9 16.11 19.2 ~. 4 1.0 11.1 - 7·3 12.9 52.8 44.8 - 74.~ ' 59·11 -6. 2 21.8 19·~ . 1 1.5 10.7 - 7·3 14.~ 50· 5 42.1 J. 179.6 ~· ~~ J0. 7 20. 5·6 4.1 4. 7 10.3 25· 56·~ 54.1 ~·1 
1939 1 1116.9 ·5 211.2 15.11 6.2 2.1 5·" 6.2 17.3 ~:Ia 5IJ·~ - .b 2 1~.o .o 26.11 20.J 5·4 2. 7 7.6 7.4 211.2 

~· 1Js.2 --{ 1 2.0 14. 4 ~·'i ~2. ~ z.o 3.3 u.• 22,1 2S .Q 60.t .8 ~-1 ~.2- 91· 7 ·1 23.2 10,7 6.2 16.J 57-7 114.7 61.8 5U 1 .1 1gi!O 1 .6 92.9 37·1 17.1 9·0 4.5 15·9 35·1 J5.0 62.5 61.11 - 12.8 2 226.0 72., )2.~ 21,0 9·0 ,.9 12.1 38-1 36.7 61.9 ~·0 l . b 3 184.8 §J 19. §/}0. 17.7 8.3 ·1 s.s 58-9 )6.6 55·9 ·511 70.6 

Office of tM S.crotary of tM 'I'Haftl'7, Dl:riaion of lloooarch .,d·StaUotico. llacal>or 10, 19ii. 
S:>vee: hdarol ll>oo"o liMlc of I" Torlt. 
Y Thirtooll ooopomoo botw ... s.ptaber 1939 .,.4 h'bn~U7 191!0. iJ h'l>:ll>or hao •arled olicl>\17. ¥ llot ol)flraunc 1noo .. , boforo filtld charCO•· 'fJ !lot a•ailal>lo. 
~ Looo tlwl ~.ooo. 
~ ProU.inarr 
fJ Partl7 oott.atod, 
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EXHIBIT XVI 

Some Fundamental Coneiderati on8 With Respect to Detenee Finanoe 

355 

Adam Smith anya in the fi rst eentenoe ot the Wealth ot 
llationa, 'The annual labor ot ever:r nation i s the tun4 vbiob 
origin&ily supplies it with &11 the necessaries and conven­
i ences ot lite wb1oh it annually consumes • • • • • This ia 
a8 true ot var ae ot peace, and is the lte;r to an under standing ot defense finance . 

1iith very minor excepti ons , the produce o r 'the annual 
labor" ot a nation - - that is, its national income - consti­
tutes the sole tund with vhich i t can prepare tor war and 
the possi bility ot sucoesatul defense finance depende1 almoet 
solely upon the adequacy and f l exibility ot this income. It 
the nati onal income i s sutticient in amount ~~d tlex1ble in 
lUnd, al.Jnost any type ot technical def ense finance can be 
sucoesetul --- that i8, 8Uccesstul in attaining i ts main ~ur­
poae or creating an adequate nati onal defense. IInder suCh 
circumstances, the objeot or ~od de!enee f i nance i s to attain 
this end V1 th the minimum or I nequity and or disturbance to 
the economy at the end of t he defense emergenoy. It, on the 
other hand, the national income ie either in.adequate in amount 
or infl exi ble i n kind, then it will be i .mpoesible to bu1ld up 
an adequate nati onal ·detense, however f avorable may be the 
financial auspices or however sk1ltul the technical financial 
administra t1on. 

An economy concentr a ting on a n&t1onal defense ettort 
differs trom a peacetime economy in three pri ncipal r eepecte: 
first, its needs tor goods and services a r e more urgent and 
more insatiable than those or a peacetime economy; second, 
it reau1res different kinde or goode and services; and third, 
a much larger propartion •ot the total output or goode and 
services must be pur chased by the Government than i n normal 
times or peace. It tollows that an economy may be success­
tully placed u~on a defense basis according as (l) its to tal 
production may be enlarged, 1 ts ci v1lian ooneumption contracted, 
or both· (2) the obaraoter or its production shltted from peace 
t o dete~ee needs; and (3) the requ1e1te purobaeing power placed 
1n t he banda or t he Government t o enable 1t to secure poeeee­
ei on ot the goode produced tor the defense ettort. 

Accomplishing t he t1rat two ot t hese objectives consti­
tutes defense t1nanoe on the physi cal level, aocomplisb1ng t he 
third constitute& detenaa finance on the l evel. It 
is on the pb;reioel level that t he major eme lie, and 
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1t theae probl•• can be BOlTed then the probl•• on the 
aonetary leTel are &11 potent1;J.ly eoluble, and are nrr un­
likely to et&nd in the way ot euoceeetul national detenee 
Indeed, aany of the problua on the mcnetarr lnel are ••~ely 
the re-..eree taoee ct probleae on the phye1oal le-..el. For 
example, it the national income 11 eutt1c1ently adequate 1n 
amount so that the civilian population oan live on balt ot it 
and the other halt oan be made to ooneiet of detenee goode ' 
euoh ae machine guns, airplanes, and eoldiers ' unitorae i t 
ia meet unlikely that the GoTerllllent v1ll taU to t1n4 ~ vay 
to get poueui on of theee goode. It, on the other band thl 
national inooae ia adequate tor only the bare subeieteno~ of 
the civilian population eTen in ord1naey t1mee, or, eTen it 
lt ie more than adequate tor thie, if it cannot be oonTerted 
i n to the kinde of things BUit&ble tor national detenee, then · 
no eaount of purobaeing power expre .. ed in aoney Yill a...a1l 
t he Go-..ernaent in building up an adequate national detenl8. 

It ie olear troa theee ooneideratione thAt the United 
Statu today, both ae ooapared with lte own condition 1Jl paet 
t imee and with the condition of other nat1one 1aaed1atety 
before the outbreak of the preeent war, is in an exoeptionallJ 
favorable poeiti on to eabark upon a auooeeetul prograa of 
defense tinanoe. Tb1e is beoauee: 

• (1) Our national inooae can be greatly enlarged 
vi th our preeent supply of labor and oapi tal and vi th 
our preeent etandarda ot hour a and working cond1 tiona 
aerely by the uee ot labor and capital nov un81qllcyed, 
and aigbt be yet further enlarged by reaeonable uel'­
genoy inoreaeee in the duration and i ntene1 ty ot labor. 
In th1e respect, our present poe1tion dittere eharply 
troa what it was at the outbr.U of the World Var and · 
troa that ot Great Britain at the outbreak of th1e one, 
in each ot which caeee practically full eaployaent pre­
nUed at the beginning of the war and only the eeoond 
reoouree (increased duration and intena1ty ot labor) 
vae a-..a1lable to lncreaee total inooae. It dittere 
eTen acre ebarply troa that of O.r.&AY at the outbreak 
ot tb1e war when s-..en the uoond recourse bad been 
largely tapped. 

(2) our ' standard ot l1Ting is the higheet of any 
maJor power. Th1e ls, of oouree, of aa81etance to a 
potential defense ettort only ineotar as it oonat1tutes 
a tunc! a-..aUable to be reduced in order to tree pro­
ductiTe reaouroea tor natloD&l detenea. The Aaerloan 
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people O&JI be oounted on to do th1e 1f ther oondder 
their national eeour1tr threatened. We are fortunate 
that euoh a reduction 1e Ph7eioall7 poeaible to the 
extent that it 1a in th1a oountr:y. A national inoome 
ia aYailable for defense or war at all, only aa it 
exoeede the 1111n1mua 11 nng requirement. of the people. 
In our oaae, this exoeea oonatitutee e Yerr large pro­
portion of the total inoome. Oontraat th1e, bowenr, 
with the oaeee of Ruaeia or Clb.ine, to take extreme 
exa~~plee - or of ItaJ.y or Japan, to take l ees extreme 
one e . 

(3) Our eoono1117 11 the 110et eelf- eutfic1ent in 
the world, and our industry - ginn ti• to retool -
11 probabl7 the 110at flexible and the .oat oapable of 
ehifting ita output troD peaoeti•e production to defenee 
production, 

It appeara, then, that the United Statee toda7 11 eapeciall7 
favored in the real thinga which make f or euoceeaful defenae 
finance. Ita defense finance oan hardl7 fail, therefore, on 
the monetary leYel. If matter• haYe been eucceeefully handled 
on the phfeical leYel, the GoYernment will not fall to get ita 
defenee goode and eerYioea. !be aain obJectiYee on the 110netar7 
lnal are to aYOid inequitr and disturbance to the eoo1101Q' 
following the palling of the defanee e11ergenor. '1'he ~n inetl'lr 
mente of defenee finance on the 110netar7 leYel are taxation 
and borrowing. In eeeking theee obJeot1Y .. and in wielding 
theae inetru.ente, it ie aliiOet ineYitable that the 
theu ie 1~nfii'~""''! ~~'Ti~--

II. 

In ~171ng the conolulione reached in the preceding d1~ 
ouaeion with reapeot to the pbTaioal leYel of defenae finanoe 
and in workinc out further the teohnioal proble•• preee...nted 
at the .onetarr leYel, the queationa wbi~h firat fie:!:t•i:::; 
aelna are •eare do we atand at the present t1•e 
do we go rroa heret 1 
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An inflation is on17 :POssible when more purchasing pow r 
1e currently offered in exchange tor goode and services tbS: 
ther e a r e goods and services to be bad at the t hen price level, 
Under such circumstances, it labor and capital are tull! 
emolo ed - i . e . it reduction is a t oa aoit - the a di-
t on puro s ng power can e a sor e n no other way than 
by an increase in the prices ot t he amounts ot goode and 
services th~n baing ~reduced, which is what we mean by an in­
flation . It, however, additional purchaoing power is thrown 
on the market while substanti al amounts of l abor and capital 
ar e unemployed, i te principal effect 1o to increase the physical 
qunnt1tiee of things oroduced, rather than to increase tneir 
prices. This is not infl ati on, but recovery, which is some­
thing we all desire. 

Production in the United States t oday ie not at capacity, 
and t here ia very little prospect that it will be 1n t he near 
futur e. It is true that bottlenecks exist here and there, par­
ticularly in those national defense industries requiring skilled 
labor and specialized types of capital equi pment. Tnese bottle­
necks may cause t he pr esent capacity of these industries to 
tall abort or effective demand, and so oauee an intermediate 
rise in t he prices of t he products involved. The cure tor 
t hese bo ttlenecks, however, like their cause, 1s technological 
and not monetary. As they were not brought about by a monetary 
cause (i. e., a redundance or general purchasing power), eo they 
cannot be cured by a monetary remedy (i.e., a restriction of 
general purchasing power) , 

Under present circumstances, it is entirely proper, there­
tore, t hat fiscal policy should be directed, as tar as pouible, 
to the obj ective that the deoande of t he Government for goode 
and services should be additional to those of private citi~ene, 
and not merelJ subat1 tutionary l or demands which private 
citi~ena would h&ve exercised had they not parted with t heir 
piU'chaeing power to the Government. It ia such addi t1onal 
demand which is, in effect, created when t he Government borrowa 
funds which would otherwise have lain idle. There can be no 
ob jection to such borrowing, therefore, at the present j uncture, 
although oaution ought to be observed that too much of such 
borrowing should not go into the banks, and so present a pro­
blem of tuture ored1t control, 
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III, 

The probl•• faced to~ are not thoee of defense finance 
conducted in an eoonoar operating at CaJ».oitr. Ther would be 
IDOYed aharpl7 in that d1reot1on, hovner, b7 anr one of three 
dnelopJDente: (l) a aubetant1al bua1neee reoonrr web tbat 
the i ntenei t7 of defenee epend1ng nov under va:r would oo.pete 
with oi't'ilian requireaente for the oapaoit7 producti on of 
industry; (2) a marked intensification of defense produot1on• 
or (3) the actual entrance of the United Statee i nto var, It 
any of then tlUnge ebould happen, new teohniquee would be 
required at tha aonetarr lenl of finance, 

The firet neoeeeitr for the application of new tecbn1quee 
would ooour when the labor and oapi tal goode now idle had b&­
come subetantiall7 all reearplored .;.. or reeaplored OYer a 
sutt1o1entl7 v!de field of induetrr, eo t)lat an i noreaeed n ov 
of purobaaing power would be more likely to oauae higher prion 
than higher pb)-eioal produot1on. At 111.1oh a tiae, i t would be 
desirable that ae auoh of t he purchasing power in the banda of 
the GoYernment ae poeaible ehould be eubat1tut1onarr for 11hat 
which would otherwise baYe been exercised b7 priYate oi t1nne, 
rather than additional to it. 

For thie reason, inoreaeed eaphaeia ebould be placed at 
eucb a time upon taxat1on, and auoh borrowing ae vae neoe&­
aarr ehould take place ae far ae poea1ble b7 the eale of bonde 
to ind1Y1dual 1nnatora. SUch a trana1 tion ie d1ffioult, paz-­
tioularlr on the tax aide , and would requi re courage to face, 
FUndamentally, hoveYer, it ie no t quite as bard ae it seeaa 
when it ie taken into consideration that the pri nci pal factor 
inhibiting ue tode7 froa le't'Ting taxea adequate to balance the 
budget - i.e., the repreeeiYe effect which eucb taxation 
would haYe vpon •plo7111.ent and t he lnel of industrial pro­
duction - would at aucb a time be reJIOYad. 

An all-out defenee effort 1aPliea, boweYer, an all- out 
participation by all eeotore of t he eoonoay, All eeotore of 
the eoonoar ought to undertake equall7 the burden of con­
tributing to national defenee throqh taxation, and of repay­
ing the 4ebt incurred tor national 4efenae purpoaea. Thie 
maane the oeeeat1on of turtber ieeuanoe of tax- ex•pt aeour1-
tiee, There auet be no alaoker aoner in the defenee effort. 
Money inYeated in Government bonde abould not be allowed, in 
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etteot, to eetUe tor al1 tllture taxu b7 a ..all redu.ot1on 
1n the current 1ntereet rate. On the oontrarr, 1t 8hoUl4, 
11lte all other aone71d oap1ta1, be prepared to take 1t on the 
oh1n ae auoh aa 11&7 be neoell&rJ tor the tllture 4etenee effort. 
A univeraal. l1&b1l1t7 to paJ tun 1e the aaae guarantee of 
nati onal eolveno7 ae atrong a111tarr :l'oroea are o:r national 
aeour1t7• 
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IRITIIM l.IAIIY, 

WAI MI.CW., D.C. 

Peraonal eno Secret 

December 11th, 1940 

Dear 11.r. Secretary, 

I encloae herein tor your 

personal and secret information a cop7 

ot the latest report received trCCll London 

on the military situation. 

Believe me , 

'l'he Honourable 

Henry Mor genthau, Jr., 

Uniteo States Treasury, 

Waahingtcn, D. c. 

Dear Mr. Secretary, 

very sincerely 7ours, 
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'hle.,... NMiftd t - l.olldOII .. , .. lie--· 9\b, 1940 

1. !ewl. 'l'be 1ala 0011 \111uea rou4 

\lw ooaaw, aawral ooDYOJa are aoattered. Su'bllar1M 

reportad acro~J~~d 7aaUrda;y baa bean ret'loatad aDd a' 

tba .,., tt.a '•o ••robant eh1pa in d1tt1ou1t1aa 

)'ea\111'4&7 baw aPPiftd 111 berbov. 
I 

2. Hia MaJeetJ' & Submarine ~SwDtiah" 

rapork bavin3 aUDit a 4 , 000 to11 IMPObent a h1p o.tt 

the Norwas1a~~ ooaat 011 the tltth and probabl7 hl' 

4 , 000 t o11 tanker 011 the a c nnth1 a Bri tiah daatro;ver 

auak1nad a11~ht d.-a~e troa n mine ott aaat ooaat on 

the aYan1ng of' the 8th. 

3. Sll1RP1N Canal u... A Bl'1 Uah ahip ot 

7, 500 toaa baa been rapor\114 aualt 'b7 raldar 111 tAP 

t:Utem •kra on 11ovember 11th a nd •sarttord " or 

11,000 toaa waa lllined ott aouthel'll Auatralh 011 

~oe~~~'ber the 7th 'bu t ia atUl atloa\. 

4. 1!91al Ai r Foro•. nsht or the 8UI/9th. 

112 'ba.'bara .. ,.. deapatohad t o attaolL t he tollow1aa 

wraaws 
N~a'bar or ao.'b1DI 

W21lUl Tarcet.• A1POI'It\ Jlapor\e 

JlUM1dort Bl•' t'UI'IIaoaa 16 baa'fJ' &lid ~ood 

12 -·1-
Bo1'4111&& Jlllnl7 .... l 41 ... ..,. &114 v • .., 

UltHa ' • •dila aood 

J.or1••'• noou u4 ' ... ..,. OOod ..... , I:Dnl1 r. nol 18 •41-

~1\11 

Jl'ranoa, J.ow Aai'Odl'a.P• 17 -·1- oood 

Oo~mtrtaa 
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la ... 1\ioa al& alnra.t\ "" .. \allat 

\o lq 111- oat ""' lllaa'r)' -...,. \o tnt laatlau 

ia • or\bera Praaae, 

,, A\\ae& OD lol't .. u WOO ftPJ -Mtlll, 

A tina\ la1 \ 'llelaa olei-d oa a eulla .. iM uu1 ...,. 

aiaaeo oa o\llere. Tiro bea'r)' 'lloallore aiaalBa . ftla 

,_i.alq olPara.tt bow r e t u!'Md aatelr. 

6, Gr!a!!. Oft Deo•kr \be 7\ll el&a\ 

alnllla~ a\\aaud Veloae , oM"'-" 'll~aNUIIIJ aa a 

lorp alalp ut - 1• .. • 1ft dooqard aNa . lllalloaa~\ 

0\\aau 'IIJ 14 111-laa OD ·- \arpt WON "-,peNt 

'117 .,..., 'llae wo\bar AJid '117 f1p \er oppoa1Uoa oat 

nal&lu co'llld aot k okarnd. All ..,.., t 1ptar aa 

.. atrorat ud two lllonbe1u ,.,.. a ho\ don uul Ulna 

... 111aai ... 

7. Wla.· 011 DMeiiM r \be 7\b alna Ilea 'f)' 

'llc*'llon a\\aeiLad I\el1en Mrod,_ ll ... 'trlpoU. 

DirM\ lal\8 wroe o'lltaluc! Oil pe trol and oU eu.pa, 

atll1aia\Pa\10il QUJ'\81'0 and Oil ell ot \be tin baapn, 

tao or wbieh ezploted end oaueb\ tire. At 1 ... \ I 

tlapa ... o alNra.t\ wN daa\ro,.c!. IIODJ o \baN '=••••· 
1. IWnla. oa De-lle• taa 6\11 f'l)u ot 

ov oin..t\ a\\aalted I\eliOD aarot- aau La&a ~. 

lalltl ... "" lal\ ud 0 lOPIO petrol tiN a\OP\at, 

oae or Ula elnrat\ ••• loa t '1111\ \be an• baled oat 

1a ....., tarrl\o..,, 

,, !I!•• 61• ..... Dqlip \ .... '110. Ula 

lUI. 111 •t1'- or tlM u cl alMP -Uia• '"" •• ao 
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110 ODJX'i'IOll TO pu:l!JC/,TIOll D1 SD\VIC:: JOil!U!Al$ 

TD:TATM U:SSOIIS BULLE'l'IN 
no. 76 

~/2657-2)5 

UILITARY ll11'ELLIGEIICE DMSION 
lZAR DZP.~T!IENr 

T!ashington, December ll, 1940. 

The information contained in this aeries of bulletins 
will be restricted to items from offie141 sources 11hich are 
reasonably confinled. The lessons necessarily are tentati ve 
and in no sense mature studies. 

Th.is document is beinC given an approved distribution, 
and no additional copies are available in the L:illtary Intelr 
llgence Division. For provisions s overnine its reproduction, 
see Letter TAG 350.05 (~1~~) ll-8-U. 

SOtmCJi! 

All sections of this bulletin are quoted clirectly troll the 
1940 edition of ~ lluch Vom Heor, a :rearbook published by the Oeman 
Arrrq for the enli~;htem:~ent of ci vilians . 

CONT'JITS 

+• THE CCJlPS IE Ci'FICIALS 

2. lll'lal 'llWISP<RT RmiiiEI~ 

J. !I>Tatl'ZED IIACHINE OUN BATTALIONS 

4 . PIONEm PLATOON OF T!IB DIFA!fi'RY 
nm:omrr 
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( NO OBJECTIOII TO PUIILICI. TIO!I PI SmVICB JOUR!l.US 

l. THI: CORPS OF 9FFICJAI.S 

Officials play an iJDportent part in the activities of the 
German Arrlr3 by performing lll8l1Y of the duties aosigned to coa.rl.a­
sioned officers in other armies. They are not fUll-fledged soldiers 
accordin& to German legal conceptions , but t hey occupy, rather, a 
double position. As official" of the German Reich , they are subject 
to transfer from one division of the civil government t o another 1 
henco, they may be serving one year in the Ul.nistr;y of Agriculture 
and in the next year in the Arr1r3 or Navy. 

While serving ci th the ermod forces, they are subject to 
general laws governing otr1c1als or the Oernan Reich and also to 
most of the laws and regulations Cor officers and soldiers. "DleT 
wear ' unito= closelY aJdn to that of a soldier while on dutT 
with the .'o.rr:q, but their unitona is distinguished b-oo that of the 
soldier by the dark creen color of the e!)Qulets and cuff distin­
guillh~ DIU"ka. 

Civil officials servi.nz nth the J;rtJJy fall into !our 
general ca~gorics . 

a. Officials of higher classification; 
b. Officials of upper lliddle classification; 
c. Officials of lOTTer r.dddle classification; 
d. Officials of lower classification. 

It is not possible for a Germnn official to be promoted . 
trom one or these croup classifications to another . !.h en a 0eriii8Jl 
desires to enter upon a civil official career in the German govern­
mont be is classified 1n one or these !our groups according to the 
gene~al level of bis education and the degree of excellence with 
'llhich he h&s passed the required examinations. In general, all 
officials of the ~er service han pcssed exaninations equivalent 
to those required for graduation troro on /.merican universit,.. 

/lrltq officiaLs per!ona a variety of different tasks. The 
two principal classifications into which thoir duties fall are the 
technical eneineeriq; and the adllinist.rative. 

The followir.g are the principal divisions of the adl!d.ni-

strative service: 

J)ltendanee ( Qll::} 
Finance 
Jtl.litar;r t.rchitecture 
UilltnrT Pharm&C7 

110 OllJIJC'i'IOl: TO PU!IIJ:Ch'l'IO:I Dl s::\VICI: JOORilALS 
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Archives 
Libraries 
Psycholog:y 
Sport Teaching 
Chemistry 
l.lilitary Agricultural Service 
Uilitary UUseums Service 
Military Forestry 
~ Radio Recoption Service 
Remount Service 
I.!Obilization Service 
~ Motion Picture Service 
A:rr.Jy Clotbing Service 
Judge Advocate Oeneral 1s Department 
#.rr1y Chaplains I Corpc 
/.rr1y Trade SChools 

374 

Branches 1n the engineeri.ni and technical cl.assilications 
are ae follows : 

• General Technical Service 
Artillery 
Sound and Flash Ranging Service 
Fort ress Encineer Service 
l.!otor Trans:x>rt Service 
Si{;nal Sorvice 
Gao Protection Service 
Pioneer Service 
Topo::raphical Service 
Qrc!n3nce Service 

German officials, while on duty 'llith the Arr~t¥, aro not 
given military titles, but each position has a title of its own. 
1bua, the Chief Intendant of the Oenoan Arfl¥ has the title of 
Generalatabs1ntendant, while the Chief Intendant of the Corps 
Area has the title of Oenerallntendant. All officials of the 
~her and uppel'-<'iddle classillcations have social position 
equal. to that of an o!ficer 'IIi thin tho Art~~¥, whlle those of the 
lower-adddle and lower cl.assillcationa are treated as non­
comniasioned officers. 

2. JI?T(l! TRAIISPORT RI'Xl DIENtS 

The largest motor transport un1 t ot the German l+rmY ia the 
JDOtor transport regiment. Thia reci.ment is organized as followsr 

Headquarters 
llilltar.' Police Squad 

lfO OaJECTJal TO PIJBLICt.TIOII Dl SUtVICE JO!.IR1IAIS 
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110 OBJ!X:TIOII TO Pll:lLICATIOII Dl SERVICE JOORHALS 

) U>tor Transport Battallona, •ach conaistl.ng or: 
1 r.econnaiasance ~ 
5 tlotor Trans!)Ort Compenie3 
1 Uotor :le;xdr Platoon 

1 Independent Pasaenger Cer C~ 

Al1 motor transport truclts of the Oerman Arm:¥ are fitted 
to carry either materiel or peraomel. Every truck carries trith 
it folding benches and ra;nps in order that the truck ~ be cor>­
verted from a cargo carrier to a persomel carrier w1 thout delay. 
A certain nUIIlbcr of the truck• or a heavy motor transport comp81V 
are eo equipped that the aides can be raised and horses can be 
carried. 

The ..arch speed of a cotor t ransport colw:m is set at 
25 llliles per hour on level land in clqlight. · 

Al1 motor transport regiments form a pool at the disposel 
ot the Coaaancler-ir>-Chief of the Arfll¥. lh the campaign in Poland 
in Septembor, 19)9, motor transport regiments 'lf8re used largely 
for the transport of materiel. During this campaign, it •ra• not 
unusuel for motor tranS!)Ort battcliona and regiments to perform 
daily marches of betmen 200 and 250 miles. 

The officers and men of motor transport resiments mobU­
ized in Septeober, 19)9, 11ere al.r.lost excluoivoly reoervists. 

DurinG the nnter or l9:l~l940, a lru'ge IIIU:Iber of !IIOtor 
tr~port regiments r.ere relet>sed to the civil aut!lorities for 
moving coal from the Ruhr 3nd Upper SUosian districta to large 
Cormnn cit!es. 

) • !Dl'CiliZilD IU.CIIIS OWl 3ATTALIOIIS 

Personnel o: ootorized aachino gun bettelions of the cer-n 
Arrrq belo~ to the Infantry. 

Each battalion conaiata of the foll<m'ine units: 

Battelion Headquarter s 
1 Yotorcycle llaehine OUn Comp8I1Y 
2 !Jachine Qur>-Rifie CoaqlUii&s 
1 Heavy COIIIpllDY • 

llachine gun batteliona ue 1'llll1 motorized, and in action 
they are directly under the connand of hicher headquarters. A 
peeu1iAr ehlll'aeteristie of tbue battalions is that their cCIIIp8Diee 
can be used either &5 uaehine gun eolllp8Dies or as rifie companies, 

119 oam:TIO!I TO PQBI.ICA TIO!f Dl SE!!YICI: JOOIU:ALS 
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I!Q OBJECTION 'fO PUBLICI.TIOII D! SR!VIC!! JO!l!!l!AI§ 

depenc!ing upon tbe llliasion or the battalion and the tactical situa­
tion con!ronti.ng it. In case they are used as rille companiea, the7 
have a l esser combat strength than noX"'Ial. companies . '!he Mchine 
~rine cocpenies of the battalion are sener~ carried on halt­
track, lightly armored vehicles , 

unit, 
ever, 

Tho motorcycle machine sun COI:Ip&IIY is an especi~ DObile 
available for a variety of uses. Its principal mission, ha.­
is reconnaissance Dnd seeuri t y, 

The heavy CO!liJ'MY or the machine gun battalion consists 
or an antitank pl.~toon and a trench DOtor platoon. 

Operating with tJie battalion headquarters is a signal 
platoon larger than t he nonoal . Each cocpany of the battalion 
also has a s16nal section. 

4. PIO!flEI PLATOON OF TilE INFAI!l]li RmniEIIT 

Every German In!antry regiment ~ontains a pioneer platoon, 
11hieh i a directly subordins ta to the rel!imental c<HII!I8Dder, '!he pla­
toon is trained to execute simple pioneer labor and is equipped with 
necessary material to carry out these missions. This equipment is 
carried i n a number of l!'!lgons or automobiles, depending upon whether 
the regiment is motorized or horse-drawn • 

• 
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M. I.D., Y. D. 
Dec•'b41r 11, llMO. 
lZIOO M, 

!rhia military o1tuat1on report 1o 1oouad b:r the MilitU'J 
Intelligence Divieion, General Steff, In view of the occeaional 
inoluoion of politi cal information and of opinion it ia oleaaifiod 
&I Reatr 1oted. 

1. Veatern Theater of Var. 

1, Air lQrce Operatlont. 

The Gena&ll .Ur Force woo precticall:r inactive offen­

aivel:r over England. 

Laat ~ight tho R.A.r, reided an aircraft faetor:r in 
Bremen, neval inatallationa at Lorient and dock• at Jloulogne. 

11. Greek Theater of War. 

Oroek pressure, apparently making aome progr eso on the 
weet f'le.nk, continues to be exerted o.ll alo~ tho front . Air 
activity vas light end included omell raida on Corfu tu>d Val<na. 

Ill. Mediterrenean and Afri can Theater• of War. 

The British drive in the Sidi Berreni region vaa aade on 
a front ~t some 25 milea, hao oucceoded in enveloping the Italian 
aouth tlenk end oome elements have reached the coast in the vicinity 
of Buqbuct, ebout 35 milea voat of Sidi Berrani. The operati~n atill 
above the cberecteriotica of e raid , but it ia believed that -the 
Britiah ere prepered to exploit an ltalien collepae on tbia front. 
Strong Britioh alr support '>f the etteck continueo. 
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,. 1"9ite JaM r. ........ ot SAle ~ Sa. • - -"- ot ~ 
t1utVJ- ...... u ... Jiii'Mena \o fW "7IM Ollia' .. 0DPtJ .......,,G, 

fttq AU.F'a .,..._.- tM .._vall_. InfuV1al aw,aratlwo­

aro I"Wllll • taot .,., .n •• to .-J.a 'llerwa 1t 1o Jl'latet• IU17 Sa. 

•• •er -... - - l,tOO Oil \MOO tutor1H .,.... - » ,.., ..... , 
• • - -17 u loJ'$0 u all JIUOpe, .... r .,. t...Uoal .. .._ ot 

Regraded Unclassified



tO w..- ....... Aa ...... _ U.• ... , I tlrta ...-nlla '-"'-r 

'IIM1IIA u- Ide a~ao•a ..., -· ... ,._ u. bpH• ~--
" ..... , •.. ., ·-

- ~ til - 110.000 JMtle - U-'l7 
.. 3Rt • JIM,._& - 11 s - • .. ·- • ...u ....... -·- 'lleUI _ ... ,. 

,....... .... ,._ .... I' til .-,lete lllwbtt - ..... -.rwe -. .... 

.... 7MJ I I ---~ tM ... .._ lt 11M ..... le' l-. 

a-1 Al.l.eF le -~ ... ~ le atw•a NlaU- win tM twelp 

tnU. A -.....ulu" .. a.. ... Oaleetlel lupsp llettel' *•-' . 
~-· Aa et9lal' .. ._ lite Uri ..... tHa \lie UII'Ul OJt lNMIIU1-

.. , ........ lUll. • ..... ~ ..... ... 2 

• - ... ••• 7 ., til Gioia. 

.&at a ..,t&Ja or • t Pw» ..._ ..,..-nan - ,._, -. too''• ... tte&e 

lola - • ,.__. ...... lila\, • ..,.,.., ....... -u- al.llp17 ... 

pMa lout at • •• .. 

.. , au 1Wl4 ._ "'" -· 11t.a1t Pl'1aar1lF ., pan or • '"' ' 
._. ........ .,_ -- ............ u .. u ............... -

- -.rwe, .. ..-. w rua ... -.. -r• til 11•111 ... WWid.al "' tMJ", 
• 2 

ITS. ,.., • .,. .. til - u.a• 
., te au~ s.a. te aaeww, .., ._,lilt "117 tilt .,. _.... 

or o.-., lid ~ ., eJANt _.,.., w _.. te ••• au - ,..... til 

1\e _, 

I- 'miJleel ... I ..W - .., wtte ... ,_...,, .... .._, 

... 1 AU.., ...... I tint- IWl hw IJ ta Ill.- R JUH• le .. III'U _. 

or uet, ... ,.. J: ._. •• .. - _..._ n\MI' 111*"'1 • •-

.. .a, r-..... - • .,.,... .,..tel. _.. ...... --.... til 
lalpe,..,... 1,000,000 JIIWJi)e asaP. 111' , .. , .. " ~ ....,. fW 

tM -ua - 1a llllta I..,.. wt* a as ,.UUalu -. .. - ~ 

.,. .....,._ ...... ,... _..... •• ,.,,_,. ..... m~ on til .., 

la\\u I,.., sat •ttst w -a .. 01111 -~ fW a ..... til all' d -

ar u. ..,,s-. I.,.. .. _. lata•"=' .-u. 

' 

• 
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I i ;3 ~ i r r; ~ f. f l I ! f. ; i j i ' ~ i a i ~ l 
ail~ 1 11-i~!~ !1:!.1'!:.,. ... • .. =-t · i 1 ~~ .... ., ~ q:l:r• ~· t 

! i • ' 1 ! I ; i i ' 1 ! • i : ~ 1 ~ 1 ! ' i r 1 ~ 1 
... ~ 1 I • f • f 2 f ! • f z f ~ I r ~ r ~ ' • litfi :~:·fd!if:~~· !t!IP~I 
1 • . 1 1 , .. , '@ 1 • • , • ~ 'i ~ 1 1 1 ~ 1 r 
1 t i r r ~ ~ e ~ i i ~ ~ ! F 1 ~ -i ~ ' ~ ~ f 
I a • ! I I ~ i i I . i I i i ! • f ! i • i r i l • 
I ~ i l ( j I f i J i 1 l f : I ~ ! : lr ! i • i f 

• ..., ttl.~ ... 

• .. ... ~f ·: : I !• i ' ! ! J - I . .. . . .. - -
ll i I'.~ .. fir:~ .. t.· t•• 

1- '-1 1 are,~·"'· •f l xiri ~~ 
~ ~ t I 1 . 14 I! I i • : f j i o1 I ~ i .. : 1 1 I 

F ; ! ~ • 1 ' • ~ 1 • r i q q • • ~ 
;- r;IJ : r~=~l~ .. t;i t " 1 2l~r· 
r ' oi i E I ', ~ f i i ~ i l w I E r r l f = I ~ ~ 
ttl'! 1 ii l ~~fa. t r·r·· 'l 
· (!'( tiFti! .. ,~~1! i'~·~fl 

~ i 1 ~ ~ .. I t , I i ; f ~ r ; J · [ i ! l 
• • r f ~ ! l j ~ [ ~ I ! i f ~ ! ~ l ~ 

• 

• 

~ 
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f 8 ( f ~ l ' [ i i i I ! 1 • f 1 : §. t i 
l I I I f • • - • • ~ ,. I c ~ • ~ • • • I· • • .... .-.•iw•~, • 

~ i I i i i ~ I ~ i I ~ ~ i ( t• I I i ~ ~ - ~ f . ~ 
I('"Pf:.:i . !.,;tf! "'~Jili! -I! 
! ~ ! ~ 1 ~ i r ' 1 f I ~ 1 1 ! P ! I ! t r , ' i ! ~ f i 
il !i ! ! • l I f ~ l : ; i r t ; i I ! r ~ ! ' ~ ) ~ : ! : 

1ii· ''"1 t:: l[i .. S~r ! f(frJ:O • 
~ J 1 ! I I ; '1 I J Ht 1 ; F r I r ; l ~ i ! r I f ! 
'" flf·. i4i ··= ~- i ' l.t'ftt·· 
~ ( ·l'illlfl. 1 ,f .. · r:~ .. lr-•1 
I i ~ I ; r I ! t t I ; ~ ; i ~ .f ~1~ : : r f ~~ i 
t .. ,.~. re~~. r, ~ ~ .. 1 9 1 .... • ~~~ -:·fir~ .. !' t• u ~!•l•l~ ' 
l t:: ~ t · .. 1 c f l : i ~ ; ! : f r r ~ ~ • ! ~ 
1 ~ ~ ~, I I ! & I i ~ ~ I ; P. ~ ! I f : s i i i 
I r £ 1 1l.-(t r ~, ..... !£.~ 

' l r z i I r f a [ ! s • . J i ~ ; I ~ I 
:; ali 'r~ l" .. !•I lfl .. l . 

• 

r ~ r 1 't ~ 1 i • J ~ : • ~ f 1- 1~ ~ 1 ~ ; 1• I i' i •t,t! }12 •a· . ! ,(, r·l!a.ra •• I r;-~ i .. " ;:
1 

• 
ll 
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• 
tt u ....... 1M .. ,.., "-' •• •• ..- •· au-·· Uh-..- .. 

..... \0 IIJa e tw 8la .. a ... u eve la -a \a • -· Gill ~ ,_ ..n 

J ..... t1h le ..... '-"' .. fitiJ.... .. _, ........... sp, 'Qlft -

• IIU4, let•• pall till• hllw wt. • 

.... &U pall IIJa wt. I• ... •till U..\111 ..... w •nt lilt llh, I 

.. , ... toi'Pt tllh leuoa, choa te • ., • - 1 w lM&lut ., laterw. • 

PIJ'Iulpe 1t u ~an. •* ea qpert-, la wlltell ,... •• - .,., tw 

a_,....,..._. 1a •tenttT, •neva 1a lte \ne a1vo~1t reletlw te tile 

.an aai'T et Ute, Qat - - .._ .. te •• etller JIMPl• ..,. n•tr a1~ u 

u orpaie JIQ\ fit -·•- .. Ur ea:Ute-• ._ .. ., 1aJeet1aa fit hU.­

elllp nl .. atlr \eok p1eM 1a Aller• I ... ,, - \llet lie ..._ 1a .., •-

t. ltOU••ftl' l u tw .. I a.. lie- ntw• • uUOil..,. aoM47 u...,. ta­

peUea\ w1\ll \lie reUC1- •t.ln. Tn ,.. DUM\ " _.. tM• aa 1-. wttl• 

ov.\ ••M111lal - fit tile ~U.t eMJV WIUU eprt-ca t'J'GII IU• pret .... 

ea\llut._ t• •- Uh~ Ja& 1t t• \!let, tt .. _ \0 •• atu apletu 111• 

...... w.1eat tw eftk111C tile plMleu .... ,.... at a .. u ... perr •H• trw 

rw •twlal • _.. ta.at _. eft • ..U d.-.& 1t .. ueleN. 

fttll ll&e ; II tfitlal ,......,... .,.., .. _...., . ..uet ..... liS• t'-7 

lllelJ', ... Ilia • t kttM ... tt. -· Allllf lt .. pwtu\ .... eft U. kie& 

•t t-&p enu w tr~wa ..,. nte =• eft au.. *": =· Yet • u ..-.. 
Ulr -...., eft ... ., ._ ~ ... .., ,..._., ..,. MRta, ru-., 
.. ,... .. _, •UtUo ...U.O 1a ._ .-., 1a- wq W _.,r ~ ... Ml,.& 

t=trrb fll tlllea, r.. .,,_.,. " .,..,u •. 
'Ill .. Set .. ""' - 1 .,.., tile tEtt1M 'flatla M te* trw - of .... 

• ..,.... ._... 1a •· 111'11 *4* - u ...u• eleW-l.Uor • at'-11-

....-... .u.r ..._, .. w .. 1M Ilia ... , .. trw .... All ...... ... 

..... "'II' Jf, a: ... &•Us t ~·......,lie \ I llrl&li• ...... -

..... ,Ml ........ ..., .. u - .. ,. ....s- 1a ....... ,,.. .,.... .. 

• 
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.. 

• ,.. V.Ula wla 1M nlna ot tiUa .... - • ., _, • -laf IIMpo HJIM\ial, 

•io .. , ..., •••• b-. -. -..onua ~ tMlr - poopla. T• """ Mloe 

U7 ~ floca \U o1rwne ot alUM aat .u. 0 .... -.. ot Ilia. All M _.. 

io a llrealt,• Alii fw a. Uop1to, Allaf uo 0 -..... - lllotwt .. 1e 

pro,.. IUo poiat. 

Jib - oou an ot ••~ 1:11Ll'i11 A. t1MJ Mo- tu lila aa opaa 

-- M 1M JOdll aa4 1M llaan Of 011.180, So lla4 otop\o4 \11- U4 tbq 

"" to\o:raS ... *' Cbiu •-u - a4op\ Ilia. '!MJ nat oa 10111 ..._,. 

tose.U~r •-•• 1M ftolu aat -.taw ... -1e1 aat .. 1aano4 u,... 

aa4 wdw \lla 1••••P na t-.a. DRo llo •u W\iatot ia\o a. iat!Motoo 

ot Olalu• YUlap aa4 o11J ltto, aa4 laano4 1M •Uaac\11 aat 11Hbooo ot 

Cl>i•• *-1ft aa4 -lo\7. Mllla4 \U IIF\Ila ot "111Nft\o'IIUitJ- llo tto­

ooftre4 b tao. •• ,.u .. "JOlltlr" .._ .. a llu41o of •*•• aa4 paw aa4 llopao 

tv.nu.ataUJ •'" ftlrJ tltto..-.1 floca \llo alw allo A:l4 llllkllowliiCl.J lla -­

poro4 lll.aNlt f'- a loa4ial rolo wllioll u aooldoa\ or wu • •• to uotca \o 

bla - aa4 laa14 .. tal1J to 'llo\ll IUa oou. 

n ... • 1 ... \lao 'llotoro I lavao4 •• a'lloll\ Allaf' • au1J lito , •• 

..nl7 '-l.ko ..._, 1t ol' abet lll.aNlt u4 Ilia -"•17 -11\0 alaNt to Mlt• 

orr-at, wl\ll- ot tile aperl• wr• '*i* ott- Clrlaotal -pe \ , 

.. 1o a aiat ot .. u__... .. u .. .,_ -alai-a otll• poopla to aottoa, .._. 

ial trca llio etH4J n .. ot ,_... n wu &vootOJ'ieUo \llat I ••14 -

Ilia f• a to..U, t• -•sPllLOo, kton I loanot • tz. _..._ oleO • tao.\ M 

wu - or IUo --'117''• CllltetaaAl .. hereu, teo-w 'r \U r-~r J\'lDM or 

laloo wltll. llalt a tnea 01Mir .. ~~ro tw 4toUJIIIliohet lli'a,..li'J' 1a ••U•. 

A Mollolw- 61, ~ 1o ••••_... no. Uae ot lll&li* ut :b'ia 

u.u_...-,.,, ww ulpot •"lo tu tllllW ewwo u well u ._ Zoo'"'• ~ 

ot IUa poe\ uelea ftl....w.I'04 witll .. _ .. ,.. Ul&loo ia- MoriAu aiYil 

- aa4 - .... _.. tile twaMrO ~ UMOla, 5ellrUUo IUO Mtllelr WU -

Of tU WpUMn, u4 1o tile a1J -iYW, Of tile llftiiP wiiO- ..rt'Hp tw 

... Zealeu ·-· a.!'• - t·~-.. ~14 ,_, ooboolao\u .. ---

Regraded Unclassified



' 

ootnUot, root~ -• or tboo proc;teooh• lectolau ot -011 Zeal.alul • 

DIYo\84 \o ....... ' llo opeat \be laat 10 JIIU'o or llto llto wort:IJI& tar Nrel 

oooperaUYU all4 tile •tao\017 fU'a0 ill acrtoul\\u'll, Ba J)J'eUlle4 a tl&tll.n 

OOOle'J tlla\ aOUl4 r'OOOIIOllO \ ho raO\oJT al\ll Mil' O JleOOOIIIJT COD \SO\ a i \ll \lot 

aoll. A oall lllaUoll or acrtoul\\u'll all4 1D4u0\JT -14 ultllllltol;f rootoro a 

bdallOo , ho \hOfJtll\, 'bo\1NOA the ol\7 ..,4 tho tara, 

PraoUolD& wllo\ ho proaohe4, tho ol4or Allor ~no4 lllo .., 101l4a oftr to 

hlo 00110 ud Otboor )'OOltlul IUa4 ma4o th• apoD4 tholr h?l14ar l olll'D1zl& to "aarlt 

toptlltr .• Be Ull&h' th• \o Ulprodoo WOJ• or ••Hac U.oir """ Me4a, u4 w 

oxrort.a\ a1\h urtoroa\ •tho4a ot 4h141DC labor, fto roauU wu that the)' 

all l ooroo4 t o 11001'41»\o •o\al aoUYi'J with p!17oloal pertomanco -which t o 

pol:hapo \be oaoro\ or ill1 U nUYO wtd aolt-rallbDOO, He woo DO bl&Ot or CheuY­

lDlo\, 11\l\ to1141!l\ hie aou to o.dmlra oou~ 1114 ganluo In eD7 raca. ftua 

he ........ tho .. OOD4 Of lila OI ... D chll4J'OD attor Ulo lloorl ohlat'\aln , Rn 1 '!'o 

l&rlllpoto, no ddoo\14 t ho Redoocto wUll cuorr1Ua to.cUaa aiallar to tliDao 

OMo, tlhaa 'f'o lloDlpo\o WU 1Qn'Oila484 .... r pporoD\ l;f raced Clt\On>lDAUOD , 

t1u1 Rod-t• .. ,., lll.a a •aaop ._D41Dc uo01141Uoaal ................ fta ol4 

cuorrllle, n o rocardod - BriUIIh u tlllOfta 0114 \JTilllh, roplie4 la • • 

al.aplo llut aow &].ori011.a M JlteAOO 1 •n will rtib\ 011 roro ... r ...,. .,....:• -

z .. l..,...ra wwra proud 'o ..a .... lloMJ'Oblo poaoo wUlt. •oil • roo. Aal ,. Will 

tip' oa roro.,.r &114 .,.. ... to porl>a!)a tho al,.... .mtoh boo\ opUoatua Allor' • 

""" •ti&hUD& illdllotrt .. • 1ll Clhlll• , • .., • 

fto lt.aroh - Zoaloll4 rroaUu 'tull\ up 111 '1'0 lo:IUitpoto• • -aallw • !IIITdoal 

atrouc\h \o _, .. that oplrl\ . "A wild har4 oauotJT," ant told •• "Wl\11. 

-•PiD& ool4 wi.U tlle\ llt. \hrOII.&Io \118 weooolto wt4 the •114 Irt..,..a • .., 

,.... oane 111 • 111 ... or 711llow, ..U'blu '117 t.U atlll011, llll4 t.llra •tn orau 

rl,..r _ Wllaro 
118 

a boJ 1 _. \lt.aD 0 - aearl;f _.. !Ill\ 1\ wu a 11004 llto. 

'Ill• lllll4 wu ronu., \hare wu pl .. 'J ot .-. lo ltlu ..... \o opoD4 daJ• 
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\. 

-~-
l1Y1 .. u• lla41aM, \l'appt_, all4 llu\1JII0 - M\Aili \Nil\ a114 •oMial \Ma­

ut •'-• I Mftl'- a pau or aMaa a114 -a \W I- •n w a -

.aMl 1a \Ill al-, - ... U. I uw ~· 

•I .. ,... I l*Qtt .., ... u. " rta aat.,. rr. IIIIJ ...... a. 10 - " 

liQ\ 1Ull ellllllo •JP!a v. .. •• pnaa \Ua. .., .....-.aa.r ttl ,-. - '~'-- a\ 

M. ltfta toeaF IIIIJ ...._-..nut to- 81111J't11111&1a 4lalllpau. '1M 

... _..._ • t.1La au, \U- .. ,.... ... ,\lao ••t-.•llllM, •-. olanrto 

.,. .. ._, ,_.. \U ..._.-.una pd.., or aa.. •ta~a•, a114 oOOk a .u r• 

1.1 people oa \M ol... Yw Will ••ol!, rtae •- ......, .. u., pia 1.a a. tt\._ 

u - Uil ~ 1\ •• oa \Ill .... pU.a. aa utu wu\a or .., ld.ae - u& 

pmul)- I .. , ... , ,_ 'Mir, \eo.• 

~ ..u a .._ ~ alloW, .u~ ILh elo.r ~ *• wu la\U ttUM 

1A ,..._,\a o.n.r 0.. tin\ worlA - · .. - w\ o\W ooaftlawea\ rr. 

BetoN Jotat-. Q it W ._. w Ma a 11'11114 a4ftatve, n\ u wu - tta1111L­

o1_.. 'han later u ... \a Uon- tne a4.atva at lan- 1a "all".,, 

...... .....,s..,. 

11\ll u o1A l71uA &a W wa u air pUO\ 1a lCD\ u-' \aOk ap a 

'" \11-·el - -"- 1a u.., ,... .. , ., ... , elaal'a4 tar ~ • ,u ... • 
..._.. M ,_.., .. -· w w.at liM .., ~ p1-, taUt-....,., 

pa\tU. ... ,_, ............... ,..... Qa .................. -

_._. IMQ, ... t• • ..ua at ~ .. u. 1e 1111ot w1lA ptp ... 

·~ .-, w • ...,.. ... ;,.,. or u1a1 _,_,...._ ... , Uil w tluA ~ or ,,._ 

to I'M& _. .-.,. .,,,'1¥ \llo ._,._ aoppot .. , or * wol -•· 0111' l8el 

uae - tiM ... , •- --'~... 110e1 -u an " rw •• ..,.. fill ..,...... 

.. ._. Ia ..... w ..... ~ or p~ae~o fill wo1 tato •• rtwr - n11a 

.uu- or __ 1a ..... ,......., tu -· 1 w N&ltwl, ...... , ... ., 

_,._ _... or - ... \Ill tftita or ta.u wu. .... -.. ua ·- •u.. 1a 

...... ..,.. 
~ ... ~. A1117 .... .u Ult ia\ol'al\ 1A .......... " ' 
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( • 
,.,._ ......... tw .... *'"· ~ - ,_-··-... , ... ettw .. 
11a • ~ • ,.._,. lupee._ h-. -.utJ&l a...u • ., •• ,, _. u. 

Jill'"~ tM'Ie'-.1 tntebil ~ tl&lltl .. 11Ja tw •• -"a. ... u.t te 

-pt. It - • ,_. •-•• hoa \U lJaUleM ht I• at \M - ,_,_. 

troetm. .., ...... apia - ..... - ,..,.... ... wt• a r.u.w pJ·-···-· 
- , .. ,~ tllaa- Mhn - ............. . 

All.IIJ' ...... la • .,., ....... '" ... ... u •• - ••••Jl..U. 
llnlllva Sa ..._ l.Ua. ._. - r- .._., ~ ,. 1Autr1a1 J'Mtlr&tate 

\UP Sa _, PMt ei.. ._. " NII'Jlee U"le p=aewe eitll e tw -t.u 

..... _, ............ - ...... 1.111 ,..... , . -' )fttlte, s,..... 

tea tllet.r - 11,- ...... .-1M - ... lila~ "'* ... aule .... - bo 

w tllet.r ,.._, 'IIIINe-hutllll flit Clllee'e 1MIIeU7 .. leeeW Sa tll1e SaluVSal 

11loer ot ,.,. an. 

.~u-. ,._ e1ee .. u, -17 ......... . at ...,.,,, .. air. ~ -

.. 11u .._... , 1 •• at au...., arr.ua ~ llerl-IIVt .,. ,.,, .. , _. 

hCPJ ellea1-.l ,.._.,., ·~ .. "' .,,..... ~ - _, '* lieU • 

el~ ~ M- ..,_ w tau..._.,. .. a,._tiMe ~ U...., • 

q, - .... _...... ••- 'lllllell hell tl7 all.,.. err rs-n ar-... he 

' 

\ 
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"hO\ol'J l llopeotu• laM abraro M ea • r aoket Ill ..._lull 'bato" .Ula)' toot 

o_,.u aa olt.l«-t lll8peotor Mfta ,.. ..... oco. eo. of b.la corrupt p"cleoa11ora 

lied re\1rl4 w1.\ll ... , ter-a. 1!11\ .Ulq 1111141 taotar)' reform o aoriCDa 'blaala .. a . 

Ill \reftlle4 to Loa4oll , \o Blrlla , \o I'W'la 11114 .. Tort, t o atu4)' \llo l ll4uav1al 

IIJIWM ill \ala _, .. 'nll10e4 coua\rl aa. llol~aiJic to Sb6D&hfti 1M - - 1114'U­

tr1c.l rep].• u .... op\14 ..t 'bi&'IA a oapal.p \o olou u p \1M cU)'. lllo\Gr)' 

OWillrl ll .. \o ap.,.. a lUUa- \o pro\loi • llfta \1M)' II.N4,.,.. ooz.oU-• 

\o P11J tor .U b.oaplUl ~uea o.t la,Jun& ..orkera or ..,.. \o ~ tba iJ' 41ai . 

l!ll.i b. Ia llllib.orl i)' •e ftl'J llalilt, Cb.I.MM 001&14 M 'br«pt t o 'book ODl)' Ia 

l'I'OCNU wne on4e4 l>J - war Ill U:J?. I ftll reaea'ber atunblilll tlii'OUP 

ilia llunlt-oat ebell ot tb.a Sb.t1DSIW1 1114uet r1ol worlA w1 tll nll•J etior tlla Japaa­

•• -llJlCuoa. owr l tO,ooo llulDI• u1 taotorrlnl1141ap llDil 1>-• ..... 
•-uab.lt; 1a aupat al....,. tift .u ...... ...-..... Cb.llla '• •Ill lll411atrlal 

Mal, aolt. •• it -.., lq t..o~>U1ae4 e.tilr lmi \llftl -ib.a ot bl\\11. !I> 

.ulaJ it ... iiM ""clr:ap ot b.1a - .. oa .. ot ottort to lllJoci • Uttll !i•oel>07 

laio utaua laclllaU)', &Jill~ b.la il ... •-'• \1M ida\14 1:roa •""" alla\iul4 

.. _,. took .. 47111& 'b ... \b. IUIIl 1>04)'. 81 li:Mw tM pe..-1 ,....., .. ot Jme•'lfe 

ot wonue .- \l&b.lolaal - ~ ""'' ot JOlla IUI4 t iM lito atoriu ot • ., 

of \1M ab.opa. 

"1\ -UA•t k eo 1>14," be wwld clou.rl)' Olteorft, ··~o ;)aft .-lllbad \b.la 

wreilllal ciJ'Oua, 1t -\tl1a& 'bliier wwl4 take ita plaoo, !bat'• tho e orai ot 

u . lllp.-- · -•' ...... orpll1M4 ~Uoa Oil • ..all)' etfloloai ooall, 

t oplll& .... ton wtib aarpl&1lll ..t llarote tu\le4 ot pnlll thoe ...,, .. , •""" N­

duailll Ute w DJ~MUnull lonla ot kat1alli)'. a.rore tho war w ptcll:o4 ap "" 

"""1'1&1 of ao,ooo uldonUtlot co.,-•• trail ilia atnote nal'J Jllll'• l!Ddoor tM 
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.. , an ........ __ WUlM ... W.• 

cas-... •• '• ~ ..... etfieJal.e ... w.s.u, ~ .. ,.... 
• .... • .-.us. -. ~ ,.._ ..... __ 1a • ..s.nttte ~. 

oU.S..lU. ..... • a.- lu. ... •'-lala• ._,_ ta:. ._ or.. fill ~ 

eeapl.ete~ •JIIIIlht ...._ .,_..U, M ~lt fllltw,. lM .alls\1•• D - u. 
1 ... fill a - ~ fill ,.._.,._. fUW 1lotll te _,._ -. ... tlllt -Sal 

otnetue fill Cti•a -u .._tnllMI ~ftl7 .,.... - - ,_ ... 

'f111••• IMtMt at _._... 1a .. dlte., J.a1111V7 1a *1* ~ ... rpttu 

o..U ~ uaatt .... ,...... elf ..0.-.l.J a.tltnlal, 1Muta7 ta:.t ..u .,.. 

w1a ... - - .,... w1a - .. -. 

~ .,._ ~ .. , IL1a J1a t• ~Sal OIOJWa\1- -'A •-

'lllr ..-tr _,._ -'""•'*• pneaouw wto a l'&llot lo -.,1aal -• 

ki ....... ta:. lftla1zt.,.. .,u1tosa1-*U1rtiAII fllll»or, _,. • •- et 

q111okl, 11 n•zt •• ta:. ILlalulu& lO ..,._. 1l opiul ._. a111\al7 ... -

.sa ••••"· 11nan1 keto ..UU• ,.._... ta:. ..... . 

""'· ... - .,. .... flllt ... fill ~.aloft• Cllba ... \W ....... • h ., 

... fW' Ulll ....U• .........,. • ......... --.n. ....,., Ctir'a :a..aa. 
,..., .... , ..... elf ..... n.oipt .. ,.. .. TIIJIIIIW ....... - ..... 

w.&Und... oas.a ............ fill cas-·· "'* ""_~~'~~_ ..... - ..... ta18 

··---·? ,a.. t~ 1 .. - fill ..... l'l .. z,a-a·tall. GIG11r11lllleo?-
01

"W 

.....ute. -· , ....... , _.u w.~t ~ 1a twM et loS. r-terU. ... 

a1 taa ¢t 'I' Sa ......... 7 Tnt ... o t• o1UOI·la- wft. ,.,_ , 

.. , .............. fill~- t_. ..... Allq, ..... ,., ca1aa w 
rita:a .._ __,. - , .. - \MUSOil tooUlU• te lodU los. 1 

3 711• .ran 

••· __.__. -·- \01 ... ..., 1a _ .....,.., tw n.-~ *' 
....... a .... --~~-

aU Me • t nalal --111nawa.u• ..W •..,.... .. - • .. ~ -Pt7 

toU wt..S. ..... fill ~.. • ......... .. ....... ••- fill •ls-1 ~ ~a MJe II ~nlsa lO ...... --
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l1Dall7o 1' na ••••81'7 aot onl7 to aoiiUh.a idle labor aa4 oaplW '11llol<-

17, tNt to vaia aa4 adaoata lallor 1a 1\a 4uu .. ot oltl .. Dalllp, w 11.,. 1\ • •'•>lD! 
1a aaUoaal 1D4apea4eaoa. rar \Ilia raaaon .Ule7 1u1ata4 011 a ooopordln plaa 

eioll tnol.,.. a ltUit ot pen...ra111p lla\OIMa \ba -tara aa4 \lla -re ot oapiW. 

Ill all UJa 1la - ..,. \h.a • war-U• -· .le en1up4 a lteal~ler 

1D4uau1e.l. l.Uw ot tba t.mara - aa4 J>..U.pa tlla\ nooac UlaU011 ot lll4uV, wl\111 

\ba trelll au ot \lla OGIUlV,.14a ot lllioll 11h tatur 11114 Are-.!. 

OU IIOft,.a& I _, wUil Alla7 \o •e t1la 111'1\hll Aabaaaador, Btr Aroll111e.l.4 

Clart-Ia:rr. lie U4 llaaa 1Dtaru\e4 in \be ~ ac- br ou ot \llo JOUDPI' • 

allbera ot Ilia a\aff .,. 11114 aatoC • \o 111'181 oa ilia law Zaal.an4er. It ••• aa 

o44 1atanin aa4 .. _. to • to laan nerTUJaa u•14, bu\ I nwo• i\ wu 

mto•llT Jri\1811. 811' Aftlllllal4 ..... Ju......,, ot Allq' • abareo\ar l a t l n 

llliaDtaa; trca ~ 011 ba pn lila ooapleta •Jl>Oft· Be a\UIIl lila rap&\a\1011 OJIIl 

praa\l&W w pe~nUda tu oa.....U1 .. 111o o.M - .cu.., to a4op\ the lll41l- plu 

.,. \o aaaap ~ to MnT 1\ ""'· 

Olliaa'a- a~o ~· ..... lllollDM t o aoott. fta 014 ~ JlaDU 

alao ...ClaW 1\. 011~ -1< \op\llel'" t fta7 nra 1aoUY14uo.lla\a u4 ala.,.• 
ot tile r-117 .,..-. ,..,. -u "' •oper• '•· !Ill\ \be oa..-n11 .. 1m lla\a,.. 

athaUn17 \0 .Ula7 wban, anar ~e AIIJ)aaaadOI' M oure& Ilia raleaM t1'<a \lie 

SleJII)lal OouMll, » o- w Jla.Ditw a\ ~· OoYN • ''• lnYl\oUOD. 

•oa. olC 0111•- plU _. a t1a4 ot _,.u.,., ".u.la7 a14. "fta Clllaa• 
011:aU7 1Lealt la a plldUw ooopernUn. TUT nll, la\ ua o&n7 OYel' tllaM 

va&l\i..,_ .-t;, i .... VJ. Ia till• wq n au llroadall aoalal c-io,..aaaa ... 

b4uaV, oa llaacaoo pert ot \lla Mwnl uta ot lila people." 

oa. oaaareU..lllo all4 -.Ciliaa& _. ~e-4. !b wu -· 8lo.D Ta\-aaa, *" 
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- ill Iadlaeoo U. epl\- ot Dr. lilt.D' 1 1'11ao1ple OC Unl~. a u u""to 

bulcer Uot.llc, t.Y.-..c, koW tile t..a pro.,....\ .. a praoUoal -u.ot oc qoaiot.q 

ru\OrU. pro4\loUo., while AllAI7'1 .tollaVal.1ac \ OOWl .,....... • 'I .B. Doll&l4. \lie 

Onar&l11111ao' 1 tr~U~Wd tr1oll4 alAio t""C'lt liard t • or \be -plu. "- a r .. uu .U.le7 

aot a oeu\loue II'"• lip\ to 10 U.a4 llllMr \be ~·- • • -~o. •pon1e1oa ot \llo 

a.UCIIl'l ~or. llnu kton, I bellnto b.ll4 0 t o- •-& ~ • •• ._r -•n a1n 11 wob w1M 

nlpoU1b1ll'J tor tM 00~ OZSIIIliOOUOII ot 11 I OOio aa-o ~o~o woo "' 1n Qbizla. 

Alla7'0 1\ft\OQ 41'11.4&1 0 \er1\.,. QCOI\ Ulo oiM of EQropo lllto \llzooo 

area\ "MMO ot iDdaoHrl&l 4ofOO." - frCil ftr1 llp\ all4 OftD .... 1.10" froDt-l.l.M 

1114111\riu DOOr or behillll- lboo, \o t h1r<l-l1no, ar rou oroo prt.or,. 

1D4uotl")'. !lllll\ ill -u OCII:It>&Ot ul\1 tbeM wor l<oh..,.4anlop \llol.r .... O®rou 

ot r.- •tor1&l1 an4 ~. o114 tuir CIWil trou._t, oll4 operate tre1a111& 1ohoola 

on4 ... auaa oraaclaaUou. 

lllloll a ocaprebeuln plan reqllU.4 tor qoalolr woooeo tho loa4oroh1p or able, 

oauraaaCN• 0114 potrloUo oq1Mor1 ac4 ald.lll4 toollalolau. All&,. mob1l1u& \be 

...... ...,. llnla truot troa a Cl'OIIP o t ~om~rlon-ro\uraot o~4oau, - call \­

M l na \lle "ao!Ue-:rort 801•" otter tu n'NZ'ae& ale•! .......,., 1011~ Bailie, allll 

a..,. rort, 'IIIlo tra1u4 t11aa. 

Olt llall1e wu 011 ._atrlo -1001 11110 Ml1en4 \hat the \eo\ ot CU>ioUaa-

l'J 107 la 1\e oiiWt;r \0 l.lll~ ..,. •• llftlllaoot - an 14oa \0 11!11u be wa a 

lt.aft.U.,... _,... 1a Devol\. 11a27 lioN 011'H4 wl\ll Ilia tbe\ Mila\ltle 

I<Do.tldlll, &lfta w J'Gil"'- 1a4odriaaW 11\ll a OUla\101 _.pt ot 1D4ul\l'f , 

4o - \0 wl .. aha\ eoolal pJ'OPI• 111 Alia th&ll ru:t _, ot ••a~~~~l1•· 

'!'lltl)'....,. aa oar-•' ..-.-~ tl...aae& o k1114 ot poat..gdll•to t•OOI'1 aollool, 

t or o .... r ot •o\llloall.T c....t1Uo.-4" OltlMM are4u.a\ol ot A.lrio.a •111111111'111& 

•oll.all•· 
AllAI7 UA touM a '110M ot .,..,aU., wl\ll 1&1111 aD4 w1\ll .a7 aoilio-JIIrt 

a~daato. t~aq all uta& n ato aD4 to u.- llh•aabal ta*t•\1'1 wu - • total ... 

1Mtt1e1u' traa llech•'llll \O oa4. 'I'I>Ol' belleftt 1\ llloul4 DO\ 1oO in SllaaP81 

Regraded Unclassified
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o\ &11 , a\ reUoaaJ.l7 danlopet ,..1!1' Clotaa•o on ,... -\or1ala la tM 1norl u , 

810\ \baaa 1 .. u cot a - NOii.PUOII flro<a tba "-- -....._ON\o a4 -l..u, aa4 U 

oqt...ero bat llUlo opponwutJ to pnou .. tbalr ~ 1 1 pnac p oo l>otoro tU _.-. 

AtWr Bt.111o 41 .. R..,1 Alla:r 'bee.,.. a k1Jl4 ot opl rl\1aal t or.,. hol4lac .a.o CNIIP 

toco\hOr l rroa \!M ., ... , be ooa.a\o4 OJl \boll' Ulil\&1100 to - Inclv.ooo ........ . 

'1'11•• 10811 llJI4 \hell' apprentloeo l'l'<a ~ ..... o\er\14 ""' wua. 11\tlo ... , 

o -D tal\h eJI4 on\llualeam, koloo4 1>7 a -11 edainlo\J'Iltln tun4 rw.a \be 

Ju<nt\ln Yl>all. I\ ' "" Al..loJ' • 110\tooo , •o.t \hlnco ..nq•, "lira\ tlliDCa 

tire\ •, &114 "Work 'roptll.r" that proftllo4. Ia thor IIAlYo ea4 petllotlo 1n a 

l>Ntal acaDO ot 4oo\NoUon, tbo:r •-41 ..U woodar that .....,. pooplo .. u .. 

a\ tholr t nl\h u4 ldaal1-. all\ \be re•rnblo tlliDC e.-\ tllh "1dalllta• ""' 

the\ 1\ vroco .. n lll io\1e ro.Uu. 

"WIOrtll040Z" tON1par, dOZBDI ot prof .. s lOIIAl pooplo , 1'8\DrDM 1-ll\0 u4 

clt\M \aollll1o1ana, bePD to YOlwl\aor to work t.r • ., •• \bat -17 pa14 ~ .. 

\ball' t_. aliA alwltor. ~ a1114o, 4 1apo\ .. wUil pol1Uo1au- ..,...,,..reto, 

ll.ro cot • tlloaoo to ua. \boll' l>rolu u4 \ball' 11l1\1ot1ft. Allo:r'• ~lrl\ or 

~ oaaJ.Mu &114 \boo o .... to4 ..,., • llo ~ooollot, • ..,. t11l4 1ll tho JM td 

l>rl..,.._ I.JIIIuQT to ~o troatler, \o tllo bookwu4 prorlnoo u4 to \110 pooplo, 

tho real wortc Ill •• - V... p~rtaa. l'fU7 udaftlopo4 noouroo 1o • ollallo ... 

\a \llo )'Wt.k fd OU.I \llo ___. aa\R ~r, tho ut...,ollo4 od.Ma-lo, tllo Wl­

V'&laot 111111- ai'Ciall4 u - all tboaa aro tllo 0 111)' mouo ot l>u114111C l>o\tor -

&114 -•· loa\~ t..ut .. , aJI4 a loo\tor ooolotJ. lo -•' nalhe \hat \o -

ov on llUlo _.,1 .. • _,do tM jolt roql&lro4 1e 110\\.r \lloa ottURC w1t.k 

tolcle4 llaaU ......... - GUM\ la,or\ l>IC 804on \uftaao. 1o --' loan to -

\boo a&nn\U'O 1a oroo\lft wort< - eJI4 1a OCIIIftP wl\h .. \ OJllll1l &114 pn\'J 'llDlt-

aa4 oonllo D0\1oo.• 

.......... 111 JW\Ilo ben - n opoDAo4, t o -- ors&llluro u4 tooblltetoao, 

--
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JIJ 
u4 W \Nita ~o \b:r11-6'01UU \Uic at e4'oceUac lila people t o a ,_ lclaa. 

!llOGoaMa or u Ulot a-an-.. ~aa .. kea ...-suaat ...,. \hoa....U ot ...,. oua 

tralDat t'r<:a ratlapu u4 t al'Mn. !boQ...,4a 110ra -1\ 0~ oap1\al to l"l\ 

,_ w wort. .u a raoaa\ ~ ax1liU 1• Clllllllldllt ottloiaa wore -IH to 

•• tlw I'IMP ot erUolu produoa4, 1Ulll411lt Y1r\llall7 •••1'7 00.._r • • ouo1 q., 

aa4 rapra••Uilt owar 110 llttarnt \Jpaa ot 1a41la\Z7. S.o0114ar1 ...., .,.pollu 

.,.. 'balac fti'DM .,., la l.Donaal llt quaaUUu. AJ.l.a7 J).-!Ma \hu ~00 ·..,. 

onDt.all7 .U. ClllDa'• parrlla QW!aa •lt- ooattl eia• t ill ll&ht ana • lt 1\ 

raoa1Yaa t.U -aa&l7 baolr:11lt• 

lleiUJI4 \ b le •tn raoo••l7 aro •-u ... iliUYldaal ol{plca ot \be w ceolty 

• • 1apll1l1\y ot ~ ot 11l4utr1al ... IPUiizora aa4 a41llt 11Wl<ora u4 oo......,. • .,. 

r.ot017 &J)J)ftllUoaa. Allo7 blaaalt apaako o~ ot U.... !lilt - &D4 t llt. 11 .. ro. 

ou ou 1>a tolt l,.aJ)Oa4aat ot 1ho W J)ltlltloll aa4 &JIOI'IY ot Alla7'• ..., J)OI'IOIU>l• 

1'1'7 \o ~Mel• .,_. .. Ute Ua h\Qa u tM .. ta ooor4lllator ot • - tn• or 

- .._Uoe 1a -..loa - u4 •oooo4t.c a t 1\l Allq'• role l o ~ aU..,\17 

.....,. otller U'fieon, u4 .n ClllM• ottlolala, \1'7 t o ap1)17 -1&• u4 

_,.,.'" tre -.u zwota tre- J)MJ)la, ~lq ••1<11 bla aoh&Uou ~ lhlac 

\ha Jw trtn t1>a _. 1a •• tau. .._, •• - wt\h the - "* t ac\ol7 1a JtcaMaf 

n ...... u oact•arlllt _....u .... IIJI4 Alla7 llr1DP .,,.. \be rl&ht - tltr tile Jolt, 

ll.HIIbera Mr\ala 470• - ao lfti!U' lie lal>GI"ta4. a. r tt •n u al' oratt..a IIIIo 

n• tile Monte ot - aulaat Cia'- .,.., &M •~ ~uoaa Ilia \o .. ~· 

IIOI'Ir. Ill ....-... p111oa IIIIa - ... ,..,.... a\ar'flllt nllo t ou or ·~ IIJI4 ~ 

an wane~. ,. lnd'riM aote 1a CJhl•• •tap aa axpen 1~ to awn • poJ)OI' lll­

aatl')' • &M prlatillt aa1 l"'lilll•illt &M other ellope toll•· X. • .. -..oatil! 

~ req,lrol \o -1£1• -utlal tool& peat ._. liMa to equip • •• aeoblDO 

~' Ulaf oa1a uJIOil a wtolaaloal J.oM•-Mn "OOOicaa7" CilS..• * •• atw r • 
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4oM.a Mn'Oir •.c~a-, N porr\e \ha~ be ll .. •ooow1tte4 tb.o otber • t,..• 
t aal:l . A ,.......,ell 111.o t Uu\e b4 a atn~hUoal 4opa.r""""' .... ~: 

ort t.ba Alla7 \ TPWl'l\er, be-on alr ralu, to &Obllha natlft a44 toreJp "-ltD~ 

&Dd .,..,..,. 'nla J)I'Ojoa\ be """'• " reoll\7 111 l ou Uaa tball aa ottlolol ai&l>\ take 

to ontanal• \lao ,.._., hopel oaol)' 111 ret \ape, 

'nla -.nJ tulle ot hi a otron oan perbapa but be &lt4lle4 tr;xo t ho t raYala or 

"thia perpetual 110\Joa -•hlno•, •• ClfiJ'k-lon aallu blm • .CU..ill& tlla tim wo 

JOCI'a be coftrod IIOl'e t ha.o l8 , 0CO l:lllu, or a dhtlllloo about tbNe tlaaa \ha 

wid\11 of t.ba Ullitell S\atoa. AJI4 belioft .. ,...,,.. lllbo IIIla ooraNd a 11\Uo o1 tbla 

~tono lb4, rl\11 P1"'0tloall.7 DO l'UJ.lwara u4 r .. ""'' or roadtl, 18 ,000 mlloa h 

.,.,.\II 1Dc to bOaat uou t I 

1'14111C aa •blll.&Doe ar a harM bto ao:obat SODu , but 1110ra ottao atomplll& aloDC 

on hh owa Urelou leca, Allay la8da tha O.t.o. ataJ't to oarry the .,.••aa• or 

•worlliiiC topthor" JAto tile tuthaat aol'Dtr ot t ba oouDtry, Ba lll.uelt orsu J_. 

*11-aa a;>lJillera W>4 w nYOra 111 41ataat ,......,., AJI4 &llou7• aacler ai<Joa dull 

wUb .,..,., b<l:llera - wbo law acrriod wt oYor 11,000 ro14a .,.aJ.u~ Cblaa , al>ooat 

"'llA\ 1a t.ba bl.cl;aat thrlll 700> • .,. laa4 111 t .oM two yo anT• 1 aakM IIJa -

4&7, oxpeoUaa to baor ot Olllt of Ilia _., •rroor u oapea. Bat be cbucklell •• 

ropl1o4: 

"Qilo Wlll\tr -1JI& ft WON laD'rliiC D llt\10 Ylll"&" OD t bo a4p Of *-col• 

Ja Whea wa bad U nkllng bella u4 atapped aa14a u • loaa car&Yan of -la 

a- w \ or t lla m1at, tha l.r broatb turnliiC to troat 111 \be blttol' oJr . All thaT 

.... , b7 W ware - vd t O ... tho l ead 0-l OU'J'71JI& •• hup oilk bwuler Of 

18duaco, an4 OW' blue 111:14 rod trioaala aoablft110Do4 on \ba bJc bODe or r...Jpt. 

"It ... a .,....1 pullara• oooparutlft, ba\1.11111 8'10rrllla prodllct. !1M • n 

wl\h .,. wbo bnd caaa up ~ tha wua aoutb, a~44ul7 n lllizacl \bo7 ware part 
• 
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Dorl..lla ~'- Ula• .._ Ouenll .. lM oea\ llb- CIIUc-mo ;>fteoaal.l7 

\a l eolt an.. W.,., ... to tat- IL1a tlla\ be we ._. .-lubie ba a 

, .. aral. • 1'lla 11-'>0p ~ BaaakCIIIC oea\ u "t" plaM • toreip apaolalla\ to -

Alla7 '• llta . At'\er lluu"lac tlla perU.a llU \be toot \b.ah, \be apao1al1e\ -

wt .-tac- apia. IIU\ tcw tqa ILe wu\ abooa\ Boaakoac \<llktac ot Alla7• 

•.a. lll!bn,• be ~ .Wl'J'IIo4T 1a aa..,.. , .. or n1oa , " I wa\ 1a UlaN ...a 

toaal a aa.iat. • 

CIUM .. ae Mw ~a llrta& \be - WT eYer a laoe tate .... "'"'" be ..W • 

.... , aloaoat •• aal.ttera no eaa• t .. , • baahp tor \ heir--~ .......... , 

a\Ol'J o.- \ o • r:..- A.l la7 lltm.elt. He wu r 141ac ill aa """ian\ b\1.1 o,.. w 

naa a MaMM a l 4er 1a h-all\ ot Ilia apoka \o Uta y011\ll alol!Pide. "Clllill&M 

,.,.. 7-~ cru.N ........ "Ill \loa\ ,..117 \Ne?" 

"ffQe e.-p, • ~· olA Ma uolata.t . •tt 7011 4oa'\ bellaw • Jua\ \Ult 

• looll: e\ ~' lie ..,_ Mlllaa u . DO J'CIIl •u t o \ell • • ..., ollll - erou.M 

aa Mn&ola U1oa U..U" AD4 be aook Ilia b.a .. w1 \II protCIIlat akapUol-. 

lbon lllllla a -It aitllt otro4 •at tDh l,..ra A.l.la7 b...,. \boa\ llO IJOAl.\ 

1e latea ... u4 ta hie\ n u 1a Jual •ell a~la lapiiiiOII&I>OM ot .,. people 

\lld 11e tla4a llu eau;r •atnawra. • 

o...,.. we\e to .. , ~~e-.ea al.r rat .. , •n•a aot ba4 b.ara _,,tar lila 

••net•• ra\e. fte;r toep o&J'l'Jiac ott .., a001p , elleoa, olo\llu and papara.• 

I - llla 1a Qle,.to:l oo\ 1- ..,o, tar Oft!' 1a na\era IIMollua• • IIQ 

jut -.lila& Moll: 10 a11ea fJW1 -. 1'llle\aa ~·u, a oro.aa - \ala \J'aila -· 

r .. 1111, .. au. 10 uaao..-paat .. "' --' eeoon. liD\ • wrt ot oa.plaia\ ot 

altll'- 1a .._ n l lll;r 1aa.a or u.. U-' ot aala _.. llo\\oret \ea; 'lod "" 011\llllra\ 

or •• -..1- •"-' lila sou 1a ""- otnaM -' \b.a b1&blaa4 llaeep - llll4 \he U • lllc 
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s~~ 1 jslll f!l~ !;i! i~l!if§ J ·,1 •!,:ail•d:Jar:'&dfl~i~Hi· · · 
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Copy of Let ter from B. Mexico City , Decem~er 11 ,1940 

The inauguration festivities over,we gre gradually dr ifting beck 
to norm 1 and t he new Secretaries or State ar e beginning to sho~ activity . 
Our guests of honor have partly returned to their respective countries 
or are still here enjoying a rest , es in the case of l.!r . l."'llece , who ls 
spending some time on the Michoacen Ranch or his fri end Ine . Vazquez del 
Mercado. It is stated t hat l!r . Wallace intends to r e:nain in l.lexico for 
several more weeks . He has made several officia l calls before star ting 
for Miohoacan, and has had some inti!W:lloonversution also with the nel'' 
President . 

The first problem to be tackled by the ne"· Secr~tary of Economy ~~s 
that :>f th" severe po•.·er shortage eXisting 1n this central section of the 
country. A reduction in pov.er coni!Ur'Dotion •~s imposed o'l consu:ners 
as follo•s: Mining and cilling 1~; other industries 2~~; ~exico City 
street cere ?').. Generc.l voltage r eduction or :;jb, SUspension of po,.er 
and li!dlt service during Sunde·•s . Clocks v:ere set one hour eheed beRln­
ning lest Wonday, end ornementel end street lighting to be turned orr 
et 10 P'.J . Office hours e t Government Offices ere fr<ll:l 9 to 4 . hith 
these restrictions there is a feint hope to tide over until the next 
rains, whi ell will not come until June . The statements made by the 
new Secretary on the subject ere far from encouraging end it i s possible 
that we shall have to face wor se conditions a t a later time of toe dry 
season . The blame goes to previous administrations, which in spite or 
their knowledge or these conditions heve done nothing except talking, 
\'II'iting and planning. A problem as old es this one coul d have been dis­
posed of intelligently for some time, considering that millions of pesos 
have been collected by the Government for the purpose during the l ast 
few years in rorm or a 10% surtax on ell power and light bills. 
body is now hoping tha t t he new Government v~ll do something to 
re~edy the situation, ~Uich t or years has been a serious setback 
whole s ection , where no ne~ industries could be inst alled or old ones 
expended for l ack of power. 

The Secretary or Communications is reported to have sub~itted to 
the President a project whereby the Administra tion of the _Nationel Roil­
r oads will be taken away from the Labor Union to be turnea over to a new 
administration, v;hich i s to be formed by re:presentatives frO!Jl the Govern­
ment (Economie Hacienda and Comunioaoiones) , the Labor Onion~~ th~ 
Chambers of Industry and Commerce. Everybody, insid~ ~~ o~Is ~rothe 
the Government is convinced t hat a change in the adm n 8 rah og i 
Railroads 1s i~perative . The utter lt~~ ~~e~i~~;Pij!~~n~t;e~f ~9°~t 
~:: ~~~~~tt~~~~tw~~~h di~:;t~~~; ;:!usalvation in endles~ti~cresses of 

t rtli ght rates, and th~y made ~ la;t d:;!e~~~~;e 8~~~r~1~0 ~ve~ent ended 
tion for new increases a ooua et~is endeavor died a natural death. We 
its term. As we had erpecte • done about the Railroads , and a 
believe, however , t hat something ~~~; ~~ove would seem quite acceptsble , 
scheme lilte the one of v,hich we spo . 1 hts provided by such a wide repre­
on eccount or the different counterv.e g 

sentation. 

Fr om 
h t the 08,., head of the De­

the Labor Departl!lent co.leS word t e 
' 
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partment will soon take a hand in pending ~Utters, emongst w!Uch the 
Rosita strike and the Real del Yonte contract discussions are of maJor 
importance. 'While nothing has been done eo far , one of the Real del 
Monte lawyers told us t hat the Union had adopted a much softer attitude 
since the change of Government . 

In regard to Finances, the Government ' s overdraft with the Banco 
de Mexico will be covered by a bond i ssue. And other new bond issues 
are under consideration. 

The exchange aeema pegged at 4.85. 
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TREASURY DEPARTMENT 

UNITED lrTATES COAST GUARD 

WASHINGTON 

ll December, 1940 

IIEI.IORANDUII FOR ASSISTANT SECRETARY GJ\STOI!: 

60l. 

4.02 

The Norfolk District reporto t hat at about 12:40 p. a., Eutern 
Standud TiM, Tueedq, 10 December, 19401 the Navy eubalar1ne 5-25 paued 
the Coast G>ard Cutter CALYPSO ott Cape H81U7, Virgilli,a. The 5-25 -
phored and aaked the CALYPSO when eh.e wae roing 1D - that ehe bad 1._ 

11&11 ehe wanted to aeod aahore. The CAUPSO replied bT o-.pbore that 
abe woul4 be able to aeod u1l aahore 1D the w17 Dear tuture. The $-25 
a.aphored back that ehe would like to oeod her u11 11>. 

The two veeaela were about SOO p.rde apart when aeaaphoring. Tho 
CAUPSO oa.id ehe would send a boat over to the eubllarine for tho 11&11, 
but tho 5--25 •-phored not to send a boat - that abo would put mail on 
board with a heaving 11De. The CALYPSO semaphored she would atop and 
let the eu'balari.ne do all the ll&lleuvering. From that tiM on the CAUP50 
remained bove-to dead 1n the water. 

Tho eubu.rine circled to o.:.M up on a converging course, that u, 
to tho leenrd. The CALYPSO wu lT1ng 1n the trou&h of the - aa tho 
aubMr1ne approached. ApparentlT the euburi.na went right rwldar i.nat.ead 
ot lett. Tho CALYPSO heard tho CO"""" ng otticer ot the s-25 eq fllll 
lett, At that ti- the CAI.lPSO r.al1sad that tho aut.ari.ne wu roing ao 
tut that it would bit the CALYPSO. JIUl.l apeed ahead wu rung up on the 
CALIPSO with flll.llatt I'Qddar, at~ing to 8W1nc at.em aq t,_ the 
~. The ~·e bull nose atrw:lc the CALIPSO am!dehlpa at 
traM 40

1 
atarting 1n three tra..a, i.nclllding a deep traM, tearing ..a:t 

OM pleta t.... tbe fr- and dr1rlnc 1n 4 or 5 r1vata 1n the oil tank, 
All of tbia wu &~:>out three teat aboYa the •tarl1Da. Oil u 1aald.nc 
both inaide and outaida and there 1a a hole &bout a toot ~ and 2 err :3 
1nchaa deep on the port aida ot the enjine roca. 

The eubll&riDa c- out clear and apparantlT auttered no daaa&e· 
'.!be oODIInding officer of the 111laari.ne reported no daMP and aaDd what 
daMp the CALIPSO bad 811ata.1ned, The CALlPSO adrlaed tbe s-25 and r... 
quaated bar to atandbT• a.allaing that tbe daMP wu not autticient to 
diaable the CAUPSO the aubMr1nl wu adrued b;r the CAI.lPSO that no 
.tl&rther aaeutaiD ..... required. The com•'Yiin,g officer of the $-25 -
pbored b1a ra,rets and requut.ed that CALII'SO adrua b1a b;r latter u to 
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what d&loace na llllstainooc1 by the CAUPSO. '!'he s-25 then otoocl out 
to eea 1'l'ooa CApe Henr;r. Tbe CALIPSO then proceec1ed alowl;y to District 
~ at Berk$ley, Virginia, without taking water, where Captain Iter 
waa W&i.tins to look at the clau&e and lll&lce a report. 
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