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~ 15, 1941. 

on. JN.,...U. '1M • ~ \!1ft ,.. 
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lanuaJ')' 15, 1941. 

!be~ hu • ..-r tbat. 'fW 
ban bND ooamderlJic r-r ao..~ I'NIIeU 
r. ~ or ._ I!"'P"M,.. tor a ~ ep­
po~ 

U tile ......,. 1e OOZ'ftOt., do .,w. wUh 
!Ia iDC.,_ tuN cMckad betcn Roh a &ppoill\­
.. nt. 11 -nat4! 
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lUlW'J 16, lMl 

Georg• Baa• 
Seoretarr Korgenthau 

Pl •a•• bring to ., attention tho•• oharta Wh1oh rou 
u de abowlng what happened to bult ttookl at the Uae that 
Joolu gan out hh atat-t. ' 

I alto waah4 to uk 7011 whether JOU han or han not 
uka4 IA cm Ben4eraon to l ook bto 11ho 4ealt 1D theM baDk 
atoolta t he 4q before laa1lll'7 lit. n .... t alk t o - about 
thh at the earl111t po11l'ba .--t. 
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TREASURY DEPARTMENT 

INT ER OFFICE COMMU N ICATION 

tO 
Jecretsr.Y YorGenthau 

\!r . Poley 

• ·•• 8 w s a ,..t~.ng i n the At torney General ' a office today attended by 
• ,. 

3
llo 1:1C: caJrs . Jackson, !..rnold, Shea, and L. 'I. C. Smith o• J ustice 

e:-le, :i~~c::.;on, Ci~asberg e.nd Berm:tteL'"'l. l1r . Berle rt.ad a memorat\:ium co;_ 
. l:~< ol • .. ..,.. ·, suon of setti~ up e n econo,.Jc defense councU •nd calli~ 
•r • .< c l, n..U on of a mni>er of s ubco&Uitteoa !'unctio~ in a variety or 
•• ..d. . ~, • .,..., n J.rnold "PJ>C&I'ed to agree wit.'l th.la ftp,ro·•cll to tile ;;roble12. 

1 •• ''" o to en ln_·u!rt fron t !le At torney Cener&l, llern.st ein saici that it 
-! ,~ t-.e nl>1tJ1rl\ble to atte..~t to wor~ out a blue>lrint. of our .-hole econo.:aic 
• •.• t "'t •• s hould si.!D .1¥ tr.r to s e t up 11.1 e eono:ll.l.c aefense boerd , " ivi.>;; 
•t ,, o.··, ~ .. cr so t !wt H could start to function a:'lll then t!le board wou.d 
, tn ,,, ltlo to :-eeo,.,.,nd to t he !'reoldent the nequlsHi on of additional 
~.,~er J . ,.rt r "'urttcr coru:~idention it. was decided to rollot: this d.':l")r()ach. 
e · .• , '·u·neJ 3g .. l n to t~e Tr.esur.r ' s ;-ro,osed Executive Order . lt· ;,.LS .:ecided 
~: t'.:..L"'l:L'latC t~e , ecretary o~ ~·\ar and the Sec1'et.8.r)' of t he t.avy f r on t he com­
· <ttee ""d ~o •ubsti tute the At t orney CenerRl . I uuteod of beir-c; called a boou'<l 
Jt i ll be callAd the Civilian Economi c DefaMe Committee . 'J'he Se cre tary or 
.-t ~. is l.~ errect gi ven veto power on t he eo,..-utt ee . 

• H .l re.-.oct to T1Ue 11 r elating to fr ee:i ng control , Attor n(!)· General 
• on • \ h• ""' e:'!til·el,;r sat isfi ed with an becutivo Order extending the 

.. ~·l t conti:len:.a.l Europe subject to ap;=vlll by t he Stete De )3.1'bent . 
r . .. . r .. e J,td this 1.JJroaeh to t~e C'uesti on was very 11\lch ~re satisfactory 

·o 1 1~ ,., i.,.,._mlng' the noie 'l<orld .. nd then excl..;,i."l& eer toi:1 areas by 

< • • • Lie•"•• · ·!r . llerle agreed to let ua '<now wi:lat countries State tefllll'~ 
" 111 1.~ to l oclude in tile Or!er . 

':i~e III ,,as aoo>rovod ..-it :t t..1e dele tion of a :;o~&te,tce in tOe coordination 
~ o ...... ' ~·int .ec t i.on t.nat 1s essentia.l.l,;r il:at.tcrial . 

~, • .kt to1·ncy Cener'\l i s drafting ~n ndditiono.l t i Ue which r:W re.i.ate 
to ·:· .-.... ''.ll";.' r,roceedi!"'SS in anti- trust matters , po.t er1t cues~ions, ir¥ius triAl 
., ' iOn't'< , etc . '!hi e work would be administered by t he Depart,.nt of J ustice . 
•·to:"••y Geteral Jackson as!<ed Bernstein t o ndvioe you that t!lis was the naterial 
' ." : < ••• referri JlC to a t the last Cabi ne t mee t i ng . 

r. Jl . 7-t . 
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THE WHITE HOUSE 

WASHINGTON 

JAilS 1941 

I !lave ocmaidel'ed )'oar -aodla ot 
December 16, 19401 nlat1ve t.o tbe reorgmisaticm 
plc prcpoeed b7 the Tr'eUU%'1 Department. tor diatrl­
l:ut.inc the 1\Jnctiona d the ID'em ot lllarine ro.pecuon 
and N~atiCil ~ the lllaritiM Cc.l.ae1m1 t.be Coaat. 
~. aDd t.be Bureau ot Cust.c... u JOU pezhape mo., 
the Bureao ot tbe Budget. u ccn&>ct.inc ., intenei'le 
st.wl;y ot tbe probl• ot IIC'itiM reculation, other the\ 
1t.s ecoocaic pbaaee, in order t.o llet.araine IZ:f1 realloc ... 
tiClCI ot t\mot.iona tbat. aq ~ppear llee1rable, part.icu­
l&r],y in Y1a ot aiatiJ>c lleten .. requirelolnt.s. 

I abould prater t.o llel.4!1 1Z:f1 t~et.ioc coocernin£ 
this utter until the !lureD b» IN'I:Iidt.ted it.s tincliriga. 
u t.o the Jm.wy 20 dead l.1ne under tbe present 
P.eorgani&atiOD .let, I • reNmabl;r contident tbat. 1 t 
will be poeeible t.o eecve CfT -IU'J transfers ot 
nell uritiM taoct1ooe ~either renend reor&an1-
:at1oa art.harit)' or lecialat100• 

Sl..ncere.J¥ 7oura, 
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TREASURY DEPARTMENT 

STRICTLY CON FI DENTIAl 

n. rea• ... l Ruane 1uk of •- Iortt repone& ._ followi"C •J"UNCUea 1a 

11-o aecoul of \ M Oea\ral Corpora,1oa of 1 nk1"C Ceoopulaa , l11141pe•'• aia&alaa4 

Do to -
• 106,200 

llaM1 ..... J're 

.. UoMl. 01\7 luk, • • I ,, 
liT orcl.ar of W1oM1 IUit 
of ......,. , :1a411pan 
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TREASURY DEPARTMENT 

INTEI'I OFFICE COI\41o1UNICATION 

WC'I'LY ooNFID!M'IAL 

s.cretw llor~b•u• fO 

Jlr, JO.aua 

Dec ... bor 13. a-rr Of air raid ~IWUOU O:rpDiUUOil 1ll tu AUODUo 
~ S.oUon ot Canada (-t ia, - llruAwtcl<, lion Sooua, and lloDtrMl). 
(J.t llr. QutoR' I directiOil OOp1 .. baTe - tllmilbed to Coeat Ouard aD4 C\aetoal, ) 

181l\W')' 10. Jo<>nce! o OODdi tiou in lillll&ll17 baTe _._. Tory poor ainoo 
!tal¥'• tntorTODtion and o.- pressure tor ra •tmalo end oer.alo. lillllcll17 bee l ost hor 111&111 oource ot ouppl,y tor UllUfaotured wool end ootton aoodl in 
HalT; bor crape v. poorf oba 1a ..-bla to t...upon •terialo to or rr.. Rll.ooia , 

10l1Uazy 11. !1&11'7 por ..- of tha .Wri- Boooll CorporetiOil at 8pr1Jic-­
ttold, lluooclaueetto, -·n•l17 Uld ...,. the 8\oollhola ll:ul<ilda Bmlk, 1a anuaJ.l7 
hold 1R a TOUII& trwot tor tbe 0.,..... lleioblbelllc; Gee...- llll:nwle, - Yort Ci'J' ttnllllcial coniUltem, io obai...., ot tU wUn& trwoteee . 

181luary 11. on Nonal>er 18 end 19 tM Bank ot Centon, Sen henoiaoo, witb­
dro• $100 ,000 in t100 billo end tl543,ooo 1ll tl,ooo billa rr- tu Aaer1oen Tlr\llt 
CooJI&IIT, Sen J'ftnoiloo; prior to tbet tU. tho lleDlt ot C...ton bed .ado depoa1U 
10 lllo aorioOD ~ CcaP"Q7 of t,36? ,ooo, oona1at1D& .a17 ot obocl<a to tbe ordu o! T. A. SoOII& (T. 1'. Boootc?l; Oil DM.-ber U the Bulk ot Canton witbdrw 150,000 tn ~00 bUb il~Mdiatal:r otter baTin& •da a dapoa1t ot a tllO,ooo oboOII: 
dNwu on tho Royal Bank ot Ob1A& aipd 1>7 Cbiuc lta1-Sbalt. The lleDlt aloo do­
;»alted on Dec .. ber 23 a obocll: tor PI!O, OOO elldorled to tba Cbina O...alopMilt 
and Finance Corporation; tbla - 1.a at111 DOt dran aca1nat. 

1811\W'J 13. t6,07l , Ol0, rop.....:..tl.na tbo proooedo ot two abi-'a of 1apeneoo p>ld CiCb orr1Ted JloT- 1% .ad l3 1ll S.. J'rano1ooo, WU depoiUed 
b7 tho Yoll:o- Specie Bank ntb tbe Belt ot Calltom1a •d - trauferred b7 talosraPh to tbe Cbue liatlonal Bank tor tbl .. _,, ot tbe Yoll:o- Spe cie 
Bonk, 11ew York csv. 

/I.C . 
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TREASURY DEPARTMENT 

CONFIC =NTIAL 
Re;h Urd e~eruac -..ouo .. of \ba NpOr\iac 'MoUa wro &I f oU...a 

lol4 \ o ~ oo- 1151,000 
l'laroMII4 troa aa ot.al oo- ~.ooo 

• ru h derll 11.111rn IMk of Jew Yorll ,...._ .. , W,ooo la reclo\-4 nerU., 
a ..,,.....por\lac 1lul<, u4 eol4 ~000 \o -•• .. _.,.1'\lllc 'llak. 

Oplo arb\ e\orU., aa tiro\ ""''" a\ '14.0rl/ 2 aM U raalMt a\ \11&\ lnll 
~.,..., "'' da7. r ......... u ... of u.. reporUac 'MoUa _.. •• f ollona 

lol4 \ o oo•wcl&l - UII,OOO 
Plaroball4 troa oo rol.al ooDOeru -o-

Clod~~& qu.o\oUoGe f or \ho o\hlr OVI'IDOlll ooro1 

Oa•''•n tlollar 
Swieo f...., 
ho411h IIJ'oDO 
lld c"-ll 
Lira 
U llll\101 PliO ( fJ'M) 
l rosl.Uoa llilro 11 ( fi'M) 
llezioa ,. .. 
OUoa ,. .. 
Chlae11 J8a 

.,. eol4 $11oo,ooo 1a 11114 \ o \hi !lull of Plar~, 'llllioll aa ..W..t \o lh ...-lllllt 

fM l.Ural l11ono Juk of •- Yorll ...,.not \ba\ \II& Juk of Cllllata ebippot 
~Jli.ooo 1a aol4 froa a.-.1a \o \II& h6lal for ao-' of \M GoY-\ of Oaaa, 
l&lt t o \llo low Yorll 41~ otfloo, 

»o 1014 or lllftll' priooa '0'11'1 reoo1YI4 troa Joaba7 \ oda;r. 

'l'bt prlct fla t 1a Loadoa tor apo\ .n,.r •• llll0baaco4 a\ 2rl/ '144. on.. t...-rt 
lllotatlc•• •• 1/1.64 lo•r a\ 2r3/lf.4. fa. 4ollar ..,UY&lnh wro 112.211 u4 ~2. 10~ 
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._.., u4 ..-.•• lftU-* JftM f• t .. S.. .u-- 5 pi .. ~)/ttl. 
,,. ourr '• JIU'OIIa .. pnoe t• tw1Pp .u-- a1.o ·at.•• .. ~ . 

.. aclt \!~HI Jllll'oiiNII f4 .U'I'W ~ l05o000 -· ...... \llol lll­
.loo\o &11 of wldoll _._... t4 - ,r.-ua tna flftip --*rf.••• tu 

cit ll •• .,. • 

:ONFIDENTIAL 

, 
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~/2657-220 
No. 293 

II .I.D. , W.D. 
J11111W7 15, l91ol. 
12:00 11. 

SI'l'UATION REI'OI\T 

I. llestem Theater of >far. 

1. M!:· No operation~~ or eon .. quenee . Bed weather -
vailecl. 

n. Greek Theater of war. 

1. Ground. Patrol lllld artUleey aet1vit7 reported. 

2. A!!:· The Greeka mel Britiah bombec1 Valona t>oioe. 
There wae considerable Itelian air activit)' over Greek rear areaa. 

ni. J.triean and llecl1terron!!!J Theatare ot 11!£. 

1 , Ground, Artilleey action on the Tol>ruk front. Patrol 
and artUleey actions 1n the vic1nit7 of Giaral>ub, sa!le 150 .ad.lee 
south ot Bardia. Giarabub is still belcl bJ a ....U Italian garrleon 
placed there for fienk eecurit)'. It 1a aesumed an effort 1a l>a1n& 
lll&de by" the Itelians to wppl,y thia garriaon, Which 1a precticall7 
iaolatecl. 

In Eaat Africa, patrol act1vitJ 1a contirallnc 
1n the nei¢borhood of ltaeaal.a. 

2. Air. British air act1vit7 OYer the L1b1m cleeert -
haziperecl br siUid.etorma. 

Note: Th1a lllil1taey sit.unt1on report 1a issued by" the 111lltaey In­
tollipnee Division, ~neral St aff, In view ot the oecasi on&l in­
elusion or political information &:.:1 ot opinion it is cla»itiecl ae 
Rostri et.ecl. R!!S!RI CTFD 
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CONFIDENTIAL 
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H.K.Jr: 

Jamee 
Forru tal : 

H.l! .Jr: 

F: 

H.li .Jr: 

F: 

H.M.Jr : 

F: 

H. I!. Jr: 

i' : 

H.K.Jr : 

F: 

H.K. J r : 

F· 

H.M.Jr: 

F: 

R. M.Jr: 

Hello. 

Yeah. 

Janual')' 16, 1941 
9:25 a ••• 

105/ 

Jim, thie ia in anever to a call ot 7oure. 

Oh, what I wanted to aek JOU about vae on 
thie Biggere Brother• thing. 'l'he Corn Producte Co. 
and the Colgate Co.-panJ vould like to take 
a look and ha'fe aeked - I had a call tro• 
New York - ae to how tbe7 ebould go about it 
or were th81 vel coae. 

Well, the thing tor the• to do ie to get 
in touch With Gittord. See? 

Yeah. 

Until their .. n arrivee, a man the7're 
eending over here who'll be here next week, 
Gittord ie handling it thle week. 

Yeah. 0. ~. Well, then he can direct thea 
atter that. 

Pardont 

He can direct thea. It an7one elee coaee 
to hi• then he can tell the• Wbo it h. 

Yet. You 11111 know hill, a .. n b7 the li&Jll 
ot Peacock. 

Oh, I know P .. oook, Jeah. 

h he goodt 

Not 'feZ')' taet- be'• honeet. 

Well, thlt' • eoaeth1ng. 

But be'e typical •• • ••• 

Be'a a Canadian, I think. 

I. a. Peacock. 

Regraded Unclassified



i': 

~ . IL Jr: 

f : 

H.!!.Jr : 

f : 

H. ''.Jr : 

- 2 -

Xeah. He's a t yo1cal- not very (laughs) -
hA1 s a n1ce fellow. Very n1ce fello w. 

And honest . 

I th1nk so. 

'Nell , he ' e the tellow who 1s co!:llng over. 
They don ' t want to announce it until after 
h~ clears BermudA though. 

Xeah. 0 . K., Henry. 

Rlght. 
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H.I(.Jr: 

operator: 

lfm. s. 
Knudeen: 

R.M.Jr: 

1: 

H.K.Jr: 

r: 

H.M.Jr: 

K: 

H.JLJr: 

K: 

!! .JLJr: 

K: 

!! .M.Jr: 

K: 

H.M.Jr: 

K: 

H.M.Jr: 

K: 

H.J!,.Jrt 

X: 

Reno. 

Mr. Knudaen. 

Yea. 

January 16, 19~1 
9:29 a.m. 

Bill, Henry speaking. 

Yea, Henr y. 

Good-morning. 

Good-morning. 

You're coming to ha•e lunch with me, I 
expect you, and would it be ag.reeable to 
you if I alao have Stettiniua? 

Sure. 

Because ... .. 
Sure, it's your lunch. 

we have eome priority troubles 

It 1 e :your lunch. 

Well, I mean, :you know, and I'd like to 
clear up ae much aa I could. 

All right. 

So I'll aak him too. 

All rlght. 

And I'm going to have Pb11 Young there. 

All right. 

Thank you. 

I see another liet over here from the 
Admiral t)'. 

107./ 
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H.l!. Jr: 

K: 

H.H.Jr: 

K: 

H.K.Jr: 

1: 

X: 

H . I~ .Jr: 

K: 

?i.K.Jr: 

X: 

H.H.Jr: 

X: 

H.ILJr: 

K: 

- 2 -

Another list or vhat? 

or the Admiralty r equirements. I got that 
t his morning. 

Would you want me to have Purvis there 
and t hen we can .•.•• 

No, no, no, no. But this Admiralty 
requirement list I suppose 1e on top or 
the other one, isn't it? 

I don't knov, Bill. The last three or rour 
days I ' ve Just been concentrating on my 
testimony and • • • . •• 

Well, I haven't been asked to teet~ry eo 
I'm all rlght. 

Well, they will, don't worry. 

'Ohat's thllt? 

They're going t o ask you. 

They are? 

Well, they ea1d so. 

But I don't have to do anything until they 
do , do U 

No. 

I see. All right . 

I ' l l try to get hold or 6tstt1nlue. 

All right. 
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GROUP MEETING 

~>resent: 

!!.!.! . Jr: 

Pehle: 

B.M.Jr: 

Gaston: 

H.M. Jr: 

Gaston: 

}(r, Gaston 
Yr . Kuhn 
}.!r, Thompson 
II~ . Graves 
Y:_r . Young 
!lr . Haas 
Mr . Wiley 
J.li ss Chauncey 
l4r. Schwarz 
Mr. Cochran 
1/_r. Pehle 
Mr. Sulliven 

January 16, 1941 
9:30 a.m. 

~ 109 

Is this thing on this Greek women that my 
father is interested in O.K.? 

Yes, sir. 

All right, will you let her go? Herbert, 
have you the "¥anhattan" ott the beach yet~ 

It will take about a month, probably, to 
get her of!. She bas got to be dredged 
ott. 
I told Mclay it was a good excuse, so if you 
will get something to me before four o'clock 
I will take it up at Cabinet . 

I have already taken it up with Waesche . 
I t is a most glaring example of bad navigation. 
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H.l' •• lr : 

Gaston : 

'· .v.Jr: 

'las ton: 

110 

- 2 -

What else have you" 

You mentioned an aopointment with Acosta. 
He suddenly went back to Cuba. He will return 
later. 

I have a telegram from Al Cohen, who says 
that Campbell, Chase National Bank, telenhoned 
Donald Douglas asking him to assiqn one of 
his best men, to accomnany Willkie 

0

to England 
to interoret the technical phases for him. 
Douglas asked him to get in touch with the 
Secretary. He would like to assign his Chief 
En~ineer , who he believes would bring back 
valuable information for the Government as 
well as aircraft industry, and he ~ould like 
your suggestions along the line of havin~ 
the engineer given authority to repor t f1nd ings 
to you upon his return . Also, i f agreeable, 
would like to have en~ineers orior to departure 
receive information from the Secretary, 
instructions, as to any information required. 
Douglas will not supply the request unt i l 
assured t he Administrat ion bas no objection 
to the plan. 

According to Kintner and Alsop, only two 
neople are ~oing . If you read the article, 
you can see Wi llkie called un Hull and Bull 
call ed un the President and they dec ided 
that Willkie should take two neoole with 
him. ~bat I would do is, why don't you -
Merle £Oes over every day to the State 
Department. Let him take that over and ask 
l.!r. Hull ' s office what they would like us 
to do , 

I thou.,.ht llouglas ' attitude was very good. 
Be thinks his Chief tngineer could l earn 
something useful , but he doesn't want him 
to go without - -
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Well, you ( Cochre.n) go onr there ne17 dey, 
don't you? 

Well , I missed the laat two or three days 
when we were so busy bare. 

Yes. And if they aay i t is all right, let 
Gaston know. Let bla know by one o'clock. 
That is ten o'clock San Francisco time . 

I will go oYer at twelTe o'clock. 

What else" 

lo!anin Y.cint;rre called • up yesterdey about 
the French prisoner s, and he wanted to know 
principally where they were, and I told hia 
they were being held at Se.n Ju&nJ and then 
he told ae this group which had approached 
the President was asking to aee the President, 
and he wanted to know -- his idea was that 
the President shouldn' t a.ee them until after 
he had had a chance to talk to State and 
Justice on the queation, and I told hia I 
thought that was right. 

11.1 

Did you aee the letter I wrote to the President? 

No, I didn't . 

I aaid.'We han got the priaonera, we are 
holding thea, where do we go troa here?" 

That ia exactly what I W&Dted to know. Ka7be 
I we~ wrong in not hadng raiud thh queailon 
when it ca.e up, but there wae no policy 
question as tar aa we were concerned . It 
was all worked out between ~tate , Justice, 
and the French Aabaaaador. 

There is a woaan by the nllU of )Ira . Thompson 
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from Red Bank, New Jersey, who evidently 
called up ~~s . Roosevelt. 

There is an organizat ion workin~ on it and 
they are trying to see the President. 

I think it is a prison organization. 

I thought that might be , because Mcintyre 
told me he bad talked to Pennett about the 
oeople . 

It is a orison or ganization. 

You see, they have turned those people loose 
because they coul dn't feed them at Devils 
Island. 

I am tickled that you didn't bother me . It 
didn ' t bother me , but I think the President 
has a bull by the tail now. 

He has got them stooped. 

11.2 

I f he had moved nothing, he would have been 
much better off; but he most likely - he has 
~ot a bull by the tai l . Just what the President 
ts going to do I don't know, but I threw it 
right back at him by saying, ''V.bere do we go 
from here"" 

On Saturday, Yost from the State Department 
called Johnson and asked hi m to hold UV a 
shipment of radi um and a shipment of z1nc 
not covered by the Controls at all, and Johnson 
called me and I t r i ed to get hold of Colonel 
Maxwel l and I couldn't; but I have bad an 
understanding with V~xwell that we wi ll not 
hol d up anything extra legal l y unless he talks 
it over with me , and I decided that we should 
and I didn ' t get !!axwel l. .Ve did not bold up 
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the radium, and then I talked to Waxwe!l 
l ater and he sai d that was all right. He 
thought those fellows were needlessly excited. 
But I did raise the question both as to 
controls on radium and controls on rubber 
tires, a lot of which are going out through 
the West Coast; and we are get ting up some 
figures on i t. 

1.13 

Maxwell sends me a copy of a note which be 
sent to Colonel Bates of his Planning Division, 
asking him to look into the subject of radium 
and see whether it ought to be held up . 

V.bat else" 

That is all, except t hat the Maritime Commission 
is aski~ us t o collect a lot of figures as to 
ships us1ng our merchant ship control powers 
to do it . I will have to look this thing over 
and see how elaborate it is going to be . 

Vlhen Wallace returned from lolexico, Ed Grayton, 
our Supervisor of Customs on the Border, 
met him at Brownsville and he questioned 
him on opium in Mexico. 

He spoke to me about i t . 

I have asked Johnson to start a dr ive wi th 
Avillo Comacho to see whether we can't get 
some more effective cooperation because there 
is a lot of opiua in ~exico now. 

tbat are you going to try to do, grow bigger 
and better poppies? Make two poppies grow 
where only one poppy grew before? That is 
what the Department of Agriculture does . 

Yes , in this country. Not very successfully. 
As to that , you know, they tried experiments 
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all arer the countrr raiaing opiua and ther 
didn' t haYe anr luok with &D7 of thea, and 
then Analinger found that out in Southern 
Minnesota there were aoae Bohealan far.ers 
growing gr eat quantities of the opiU. poppr 
and not haYing anr trouble about lt at all. 
Twice our MD han gone down into llexico 
and in cooperation wi th the Mexicans haYe 
destrored some poppies, but ther haYe gone 
right on aarketing thea and they are actuallr --

I aa tickled to death 70u are doing it. I 
forgot to tell rou about it. 

Well, we got the report froa GraTton on it. 

That was Wallace's message to me from ~exico . 

I told Johnson to get busy on this before we 
get pressure from somewhere else . 

Anything else? 

That is all . 

I thought the bora were satisfi ed the war 
we distributed and held back and added a 
little bit to the -rstery. 

That is right . It made it more impreasiTe 
when they did get it. I thought the press 
generally this m.orning was nry good . The 
treatment of the story was good. HoweYer, 
we found a few instances - we found a few 
and Vr. Kuhn noticed aome which he called to 
our attention of sniping, whether i t was 
partisan or not. The Herald Tribune had 
some apparently on i t a own and the A.P. 
indicated some unfriendly comment s from 
other depar tment s. I think it might be well 
in your press conference this morning --
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Along what line? 

Y/ell, the Herald Tribune , for example, claims 
which is inaccurate, that the figures came ' 
from our Division of Monetary Research and 
it was not explained whether they were British 
offici al figures, which you did explain. I 
t hink i t would be well to make that point. 

us 

They say secondly, we di dn ' t take into 
consideration the Empi re gold production, 
which is included on this statement of receints 
and expenditures . It is just totally inaccurate . 

'l'ihat else" 

And the Associated Press story said that 
other departments disputed the figures. 

v:ell, I read the papers and I got bold of 
Harry and yanked him out of bed at a 9.uarter 
ot eight and told him to get bold of Eccles 
and Goldenwei ser so they would be readr at 
10:30. Vihite wi ll be here to explain 1t . 
But I understand that there is s ome suspicion 
on the nart of the newspapers that we have 
been hol ding back and maybe the Federal Reserve 
is right . t~t have you done , Harry, since I 
have talked to you" · 

hecles wasn ' t available and wouldn't be 
avai lable unt i l ten. Goldenweiser is nrobably 
i n his office now and can be reached. ' Gardner 
couldn't be reached yet. They may be there 
now. We are ri~ht. The art icle garbles 
both what we sa1d and what they said ano 
where there is a difference between t he 
articles I think there is an adequate expla­
nation . 

(Mr. Sull i van entered the conference . ) 
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There may be some difference ot opinion 
on some points , and I took the liber ty 
without asking you to get in touch with 
Playfair, and he wanted to brlng somebody 
down. I told him to be in ~ outer office 
at half past nine, and told him to read the 
Post . I hadn ' t read it yet, and didn't 
know it was in there; and I said that we 
may want his help in some explanation, but 
after reading the art i cle, I don't think so; 
but he will probably be there and it the 
federal Reserve Board people, with whom 
T lett word to come as soon as they came 
to their office --

'llnat would you think ot having them either 
here or having the press meet them in your 
office after my press~ 

The British'? 

No , the Federal . 

I think you ought t o hsTe them in your 
conference , Yr . Secretary, if it is that 
important , to scotch it the following day. 

I would prefer to first see what they haTe 
to say, because there may be a difference 
of a point of Tiew - -

1 don't want a free-for-all in my office . 

That is right, but the article , 
garbled both reports ; but there 
discrepancy. 

as I say, 
is a 

No, I am not worried so much about what the 
press said, but I am going back to the fact 
that I was taken off a little bit by this 
Federal Reserve Bulletin. I think we ought 

U6 
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to have our figures and thei~s and they 
ought to hne a cb&noe to d t down w1 th 
the press. I think it ehould be in your 
office, not in mine, Have some one· trom 
the Feder&! and a&y, ".Ul right, now, here 
is where. we do or don't agree ," What do you 
think, Herbert'? 

It there is some detail to study, I think 
it would be better to do it in there, but 
I think the aain points ought to be raised 
here. 

Should I have anybody here from the Feder&! 
wben I do it, or not? 

I wouldn't. 

Theyare n!)t attacking your figures, are they? 
They are just earlier figures and --

The main discrepancies you can clear up here. 
Now, what the Federal Reserve Board has done, 
i t has gone back to before the war and on the 
basis of certain estiaatea and on the basis 

U? 

of what other data they can get tor the whole 
Empire, they have arri Yed at certain con­
clusions as to what they have. They have 
made certain error s, there are certain things 
they couldn ' t have known, but there does 
remain a dlscrepanc7 which it ie very difficult 
to explain, ot several hundred .Ullion dollars , 
as I think I told you. I know I told you that. 
That is wby I kept inaieti, that that ie wbat 
the British told ue, but I hink the British 
will be able adequatel7 to explain the difference . 
The Federal Reserve Bank coulan•t have all 
the information, because nobody baa the 
information because the Bri t i sh are not 
publishing exactly what their dealings are 
wi th their Yarious Rmpire countries and between 
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the i r Empire countries and elsewhere . So 
that we are wholly in the clear and they 
have already made some errors which will 
be easy to point out and the papers made 
other errors, and I am sure that the British 
will say that this - such and such are the 
facta, which they haven't included, which we 
don't know, so that they will justify the 
figures which you used. 

us 

You have that letter, Harry, that the British 
wrote the other day, and I gaTe you, co.aenting 
upon the Federal ReaerTe figures~ 

Yes, I have; but their comments aren ' t so hot. 
That is why I had them down here. 

You may remember, Mr. Secretary, that before 
they published that in the Federal ReserTe 
Bulletin, Walter Gardner telephoned and wanted 
a clearance wi t h you. 1 tried to talk him 
out of putting anything in and then when he 
did send this up, Harry and I looked at it 
and I told hi~ 'We are not passing upon the 
correctness of this at all. We haTe the 
latest figures and we cannot giTe them to 
you. Those can only be giTen up in Congrees . • 

They understood our reaerTationa at that 
time. 

I would simply reiterate, Jlr, Secretary, . 
the statements that you made res terday and 
point out that the Federal's figures were 
August, '39, and it some of the boys want 
more details , we could arrange for them to 
talk to Harry. 

\ltell, i! you let me indicate clearly the big 
discrepancies ten minutes before your conference, 
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you will be in a position to judge what 
you nut to say and what you want to refer 
them back to us in my office. 

You had better go now. 

I would like as much time as I can get. 

You hsd better go . 

(Mr. White left the conference. ) 

I think you should scotch whatever you can 
at this press conference this morning. 
For example , the AP story quoting the 
Federal Reserve makes it seem that the 
Federal ReserTe figures were for last August 
but they were for August, 1989, which is 

11.9 

a very material difference , and you did 
point out that you had these figures 
officially from the British. You did sh01t 
and include in the figures the gold production. 
It is apparent that the attack they are going 
to make on you - the only attack they seem 
able to m.ake is the truthfulness of your 
figures . 

Too bad the Federal bad to do that. 

It is worse than too bad. They just bad 
no business to do it . 

Did any of this come from the Commerce 
Department? 

The Commerce Department published most of 
those same figures just a fe• days before4 
you see, and the Feaeral, Gardner, said,. We 
are obligated to put those in our Bullet1n 
n01t,"and they wanted our interpretive 
comments. 
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It looked ~lmoat this morning ~s i f some of 
the r eporters bad gone through other Government 
dep~rtments , including perhaps Commerce, to 
break down your case . 

I was just wondering if it would do any good 
to call Eccles and tell him I am going to 
discuss it , does he want to send Goldenweiser 
here at 10:30. What do you think, Herbert~ 

There i sn't very much time. It would be 
quite desirable to get together with him 
beforehand. 

Oh, you can • t stop them an'fW8.1· They will 
talk, what ie the difference. We can show 
where ours is r ight and theirs is wrong, and 
so on. You can' t atop them from talking or 
Commerce from talking. They will t alk. 

I would just stand by your own figures. You 
have emph~sized several times that they are 
the best available and they are uo to date, 
which is important . 

I will hue Harry here. He will be ready. 
He has bad plenty of time. 

You saw the Post ' s article on gold, the 
figures inside. 

Yea . 

There ie one other thing I ban, which ia a 
request from the Nat ional Broadcasting Company. 
They have aL annual Varoh of Dimes program in 
connection with the President ' s birthday. 

I didn't go lest year. 
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T think Herbert is voing . Y:ill you go this 
t ime" 

All right . 

Four thirty , January 27 . I will send you a 
memo . 

All right . 

Uerle" 

I gave you a memo on the French gold in 
1/artinique , and you asked me to speak about 
i t. Lacour-Gayet will be in this afternoon, 
r think. They are sellinv it piecemeal un 
here and earrnarkin~ it for use in thei r 
trade in North Africa. 

Tf you will ~ive me a memorandum, I will try 
to take it up in ~ahinet , because I want to 
make sure the President knows about it . 

This is the same memorandum I ~ave you . 

Tsn ' t t hat too long" 

T will see if I can condense it any. Have 
you anythine ne~ on it , John" 

•ro • 

Yes, it is too l ong . 

I can condense it some . 

Do you have a copy of it" 

Yes, sir • 

r.et me a memorand~m and I will ta~e it and 
see hor. it goes. 

121 
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Yes . Then would we be seeing you after 
Cabinet? Lacour-Gayet wanted to eee me 
around four ot five . 

Yes . 

I will make an appointment with him late 
then . 

Yes. Try to do it in hal f a page . 

I can do it . 

And you might tell Mr. Hull ' s office thst 
I am going to bring it up at Cabinet. 

All right. Atherton is the one . 

Serve notice on Hull that I am bringing it 
up , so be will know. 

Wiley? 

Nothing. 

Not a thing" Phil, Knudsen will be here 

122 

for lunch. I don't know whether Stettinius 
will be here or not, but I am countt~ on 
you to have all of your troubles . Thu will 
be your chance at lunch, to unburden yourself , 
on Priorities and so forth . 

I wi ll certainly go hungry. 

Well, you can have lunch at 1~ :30 . You can 
ask Mac whether Stettinius is coming. I 
don ' t know. 

All right , fine . The War and Navy Uepartments, 
I found out day before yesterday have established 
a new joint board to handle South American 
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purchasing, which is another duplicat ion 
agai n of what is going on. 

123 

\'leU, what about that letter to the President~ 

I talked to McReynolds about it on the tele­
phone in an attempt to find out what was 
meant by the State Lepartment member of that 
committee. He didn't know anything about 
the letter. lie wanted to know i f r could 
send him a copy of it. Is that all right, 
to send him over a copy~ 

Sure . Arm: and Navy9 

An .\rmy and Navy joint board to work with the 
State Department directly on South American 
purchasing . 

Leaving us out? 

Yes . Nothing is said about us. Of course, 
nothing in the Pres ident ' s letter is said 
about either the Army or llavy. I thought 
I r.ould like to take that over to Mack and 
talk to him about that situati on, straighten 
the thing out all the way around. 

All r ight . 

Y.e had a meeting in ~ office the other day 
of the various ueoole and agenc ies interested 
in South America that we could find who are 
working on it , and three of the five represented 
bad never seen each other at all . They are 
all working on the same problem. 

Don ' t discourage me so much, Philip. 
to believe in Democracy. 

0h, I don't t hink it is discouraging. 

I like 

I think 
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i t is more amusing than discouraging. 

All right? 

Yes . 

t think it would be nice if I am ~oing to 
bring up this quest i on of Karlne Inspection 
if you would caJ.l up Jeaae Jones and just 
llUt him on notice I am going to bring it 
Ull in Cabinet . 

Yes , I will do tnat. He is in town, isn' t he~ 

As far as I know. Ferdie? 

You wanted to talk to me about a letter from 
Archibald ~acLeish, referring t o Henry Luce. 

Yes . Well, I had a chance the other night , 
and as a resul t of that he asked Odegarde 
to come up and see him, so that is all right. 

Good . 

I am seeing you and Odegarde at ten. John~ 

I understand a story came out of Mart i nioue 
yesterday that the Treasury had sHowed only 
600,000 a year for imports . Of course, the 
story was enti rely wrong. I t i s 600,000 a 
month. 

Did you tell that to ChickQ 

Yes, I told Chick' s office and suggest ed that 
they tel l them that the 600,000 a year was 
enti rely wrong but refer them to State , 
because State is the one tbat . fixed the figure . 
The French asked for about a mi llion t wo and 
State gave them 600,000. State bas never said 
so, but I take i t t hat the figur es t hat they 
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got, the 600,000 was f i xed, because tbeJ 
pioked up some papers the French bad sent 
home indicating that i s what they needed. 

Six hundred thousand a month? 

Yes . They have asked for more, and State 
recently wrote --

Even I believe what I read in the papers. 

The story said Export Control. 

And further down i t said the license of 
.funds . 

Well, it was all wron~ but the f igure was 
set by the State Department and not by 
us, really. That i s all. 

John, we made good use of your tax figures 
on Englan.d. Nobody pri nted them, but we 
got them in the record anyway. 

I wish they would print them. I t hink they 
would be very helpful in another bill. 

Tbe7 were in some papem I read. 

I saw some of them. 

They were on the United Press t icker. 

Now, John, if you would have for me something 
that I can give to the President i n the way 
of a page to show him the legislat ion that 
we need on the debt and the legislation that 
we need on taxing fut ure governments, you see. 

Your whole program~ 

125 l 
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Yea. 

I han that. 

Well, if you could give it to ae in fora 
for the Pres ident , alllply say, "lb' dear 
Mr. Pres ident, this is tbe proposed 
suggestion and llr. Sullhan and I would like 
to have a chance to diecues it with you at 
an early date. • 

Vef'7 well. Then you merely want me to put 
rr.y ae110randua to you in the fora ot a uaorandu:a 
from you to the President? 

No, you can ~ut it froa you to ae, and I will 
simply say, This is Vr. Sullivan's ~~~emoranda, 
and at an early date llr . Sullivan and I would 
like to have a chance to discuss it." 

I have that in the office now if you want it . 

It you get it to Kiss Chauncey I will sign 
i t and send it over. It is the ne~t order 
ot business . 

All right, tlne. 

It is the next order of business. I will 
get it over t_o him thl.a aorning. 

Fine . I will bring it right in. 

I think we ought to diacusa it with hill before 
we talk to the leaders on the Bill . 

I do t oo. 

It you will get it to Klaa Chauncey, I will 
sign it and send it over. 
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All right , sir. 

At least your program is launched . Did anyrody 
on the Hill fuss , "Why don't we come up with 

. the rest of the stuff"" 

No. I have been a little bit sururiaed about 
that . Or coarse, House Ways and Means was 
organi~ing and they had to fill the vacanc ies 
and they didn't fill them until the latter 
part of last wee~ so that held them up. 

eell was sick yesterday afternoon. Re looked 
as if be was coming down wi t h the flu. 

Tt is terrible traveling out away from town. 
I knew I couldn't get in and I teleohoned 
in for a car at five minutes nest eight and 
they didn't get out there unt \1 about half 
past nine. It is awful travelin~ , and Dan 
DUlY be up against the same thing . 

They were sending a oar out fo r Dan when I 
got in at about a quarter after nine. Rut 
ne is sick, I am sure of i t. 

All right. John" 

Yes, sir . 

You stay behind. I want to ask you something. 

Yes, sir. 

George? I see tallow bas gone up 50 per cent. 

It is relatively easy to explain . 

Tallow is a part of a bog, isn 't it? 

No, that is cattle. 

Regraded Unclassified



H.J.!.Jr: 

Haas: 

H.l/.Jr: 

Haas: 

P. .li .Jr: 

Haas : 

::.IJ.Jr: 

Haas: 

'las ton: 

H.V.Jr: 

- ~ -

Oh, it is off of beef7 It ia to beef what 
lard is to a hog? 

Moat tallow, about 90 per cent, is not used 
for edible purposes. 

~by is i t up 50 per cent? 

tn the first place, it i s tied up with the 
whole oil and fat situat i on, and the Vepartment 
of Agr iculture hu to make a sharp decrease 
in spr ing hog production. In addition to 
that, the demand for vegetable oils is in­
creasin~ . Russia and Japan are buying large 
quant ities. 

Would that do it " 

Tha t would helll , and it means that some of 
these edible fats are now being diverted to 
soap uses, you see, where they were using 
vegetabl e oils bef ore. 

Can 't they get all the coconut and --

They can, but t he pr ice has gone up, you see, 
and there are trade reports that the Russian 
'Ourchases are probably filtering into Germany. 
You see, that is one of the shortages in 
Germany. 

~e ought to do something about the export 
control on fats. 

\\hat will we do 1 Herbert" 

Send a memorandum to Colonel Maxwell. 

Why don't you fix me up a memorandum on fats 
and let me' send it to Leon Henderson, because 
that Is my agreement with Leon, to give him 
the first chance. 
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I think we ought to raise the question of 
export control in the memorandum, the possibility 
of export control. 

Will you let Mr. Gaston d&llaborate~ 

You asked that I bring that to your attention. 
(Handing paper to Secretary. ) 

Oh. 

You remember at that luncheon appointment, 
Henderson volunteered and you acquiesed, to 
go ahead and asked me to send hila a copy of 
the chart also with the price , which I did 
as soon as I got out of the meeting. The 
next development, Harry called me the first 
thing Monday and said you had talked to him 
and to get in touch with SEC. I asked Harry 
this morning if we did anything. He said, 
"Yes , I called up Frank and Frank was a little 
skeptical about this. He said he woul d want 
to take it up with his board before he did it , " 
so Harry doesn ' t know whether he has done 
anything about it or not. 

Well, you call up and just do it once more . 
Call up Leon Henderson. 

All right. 

He is a member of the board . Ask Leon 
· Henderson whether they have done anything. 
It is Nati onal City and the Chase~ 

Haas: Those ar e the main ones, Central Hanover, 
also . 

H.'I.Jr: Would you" 

Haas: Yes , I will tell him that. On that other, 
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IT&T matter, they haven't fini shed that yet. 
They expect to have tt very soon, both the 
common and the bonds . I thought you might 
want to take up this stuff with Knudsen at 
lunch tod~ . You know , Boeing said they 
were chan~1ng their schedules because of 
difficult1es in securing raw materials , and 
you asked that we write and ask them particularly 
what materials they needed. They came back 
and the Boeing situation is that they can ' t 
get aluminim and it is holding up flying 
fortresses for 60 days; and Jacobs are having 
trouble with magnesium, so there are two 
bottlenecks in production. Boeing spells 
i t out and tells all the difficulties. He 
has made all the efforts he coulc in Washington, 
be said, and got nowhere. 

Good . 

Harold? Still waiting to see you and Norman. 

We will keep on McKay's neck. 

I asked McKay this morning whether all the 
requests for appointments were filled , and 
there was none for you two guys . 

I thought it was continuing? 

No, I looked at McKay' s docket this morning 
and there was no request there from either 
of you fellows. 

T didn' t know you han to renew it every morning . 

No, he went back for a month. 

I spoke to him three times since you mentioned 
it the last time. I didn't speak to him today. 

Regraded Unclassified



ll.I!.Jr: 

Thompson: 

B.I! .Jr: 

Fole7: 

H.II.Jr: 
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You aak hla when JOU go out whether I dldn •t 
go back for one .onth on eYe1'7 request. 

Kerb• he didn't conalder -r aentioning it •• 
a request. I Just &eked hia when the appoiat­
aent was. 

Well, the Cuban iln't ben, 10 rou get 10:45 
toaorrow. I don't know wh7 rou fellows don't 
want to ••• •· (Laughter) . I a auapicioua. 

-
All r ight. ADJthlng? 

No, I hnen •t anrthlng. 

All right . 
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R.ll.Jr: 

January 16, 19~1 
lO:o4 a. m. 

Hello, ia thie Mra. lClotz' a Secretary? 

That's rlght. 

Well , I'm sorry Mra. Xlot~ isn't in. 
Say, Henry .•.• • . 

She happens to be home very eiok. 

Oh, I'm awfully sorry t o hear that. Henry, 
I may come dovn over the weekend vith Lotta 
t or the I nauguration. It you' re golng to 
be around I thought I'd l lke to come ln and 
see you aometiae . 

I'd like to you eee anytime. 

Well , I mean, are you golng to be ln over 
the weekend? 

I ' ll be home. 

Yeah, sure. 

Olve me a rlng. 

Well, shall I g1 ve you a r1ng or why don't 
you drop me a l l ne and let me know when it's 
conYenient t or ue to drop in. 

No, why don't you Juet call up through the 
Treasury 

Well , sometime Sunday atternoon are you 
apt to be ho•e or ••••• 

I don 't know- well, juet giYe •• a call, 
Altred, and we'll eee. 

All right. 

We'll surely get together. 

Yeah. Fine . Good-bye, Henry. 

Good-bye. 
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\'/hat does thl s thing look like before tm rest 
of the people come? 

It wi 11 take a seven-eighths coupon to do a five 
year, and the question I think you will want to 
discuss with them i s to whether you want to 
stick to the five years or whether you want 
to st i ck to the same coupon and bring i t down 
or whether you want to have less in the last 
coupon, which is three-quarters , make it one­
half or something. 

1 won' t make it lesa than that. 

Then it will have to be a seven-eighths coupon. 
Do you agree with that? 

That is right . 

That will be pretty thin, a f'ull five years, 
February. 
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':'es . 

It \'ti 11 be pretty thin . .:e thought about 
12/32nils . 

~b~t is about v.hat i.t w11s l<~st t ime . 

(!'r . 2ccles , J.: r . SZYJ!lCzak, Ur . Dr •oer, 
·.rr. r.olcenweiser , ~·r . 't' iscr, 11 r . !\ouse anc 
.. r . ~i. nclair entered the conference . ) ' 

I have never co~e to a meetinY l ess oreoar ec . 
T s,.,ent the last two v·eeks "ettin" r ead'l' for 
:r.s testioony yestcraay. · • 

vou !'Ot t!' nr ett;v .,.-ell frol!l the l"ress r erorts • 
nne of t tem tried to nlay ur thP fact that rou 
and f.'r . 'Tinkham had "'otten in to difficulties . 

'~'lnl:ham treat ed me nicely . I sai<' it was 
ju~t n nuestion of c~nf i dence in the "r esident 
and he sa i.~ , "I don ' t have a s much as you co •. , 
4nc I sai d , "That is why you are hel'e . ' lie 
jus t sat cown an<' lau!'hed. :te didn ' t vet :nad , 
be ins t lauabed . . ~ 

It got the headlines . 

;OMe CaV he is ~oinr to shave his beara. . -
·:,e need a lit tle money, !l:entlemen . · .. e tho~ht 
next week we would ro i nto the marke t . Bel1 , 
no you -r;ant to say something" I have never 
been so cold on anyt hing . 

I., 1 
..:...• ) 

'.'lell , as you say, we do need the money. Our 
~alance l as t night or - night befor e l as t - was 
do1·m to 696 bill i on, and by the en a of the rront h 
it r:i ll l'O do\'lll cl cse t o 400 million if we oo 
~ot have any fi nanc i nr . ·:.hat t hi. s schedule 
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conte~pletes is 500 million dollars about 
the 2:~rd , and in February we will have t o 
have anot her 500 million, either the Treasury 
or the RFC ; and , of course , we don 't want an 
RFC issue unless we have our l egislation, and 
in !'arch it contelllfll ates o hUUon dollars · 
and wi~h those three finanoinl" ot>erations , ' our 
h!lle.nce on Je.nuar~· 31 would be 880, on February 28 
l t would be esa, and poin .. on !'arch it would be 
one billion 779 . That would ~e nretty well 
snent before the end of the vear. ••;e ...oul d 
nrobably have another fin~ncin~ in May. 

According to the Bud~et estimates , the RFC 
will need a billion 200 million dollars this 
year. They have only ~ot - let ' s see , they 
had a 200 million Issue in August , I think, 
so they would have another billion if their 
estimates were r ight . I don't think thei r 
estimates are r ight. 

•,•.no has t hat? 

RFC. Between now and June they would need 
about a bil lion dollars, a billion three for 
the year. 

Have they ever used more tba.n half their 
estimates" 

~o , t hey haven' t , but they have pot quite a lot 
of commi tments out on this defense ~rogram , and 
they need about 700 mil lion dollars ne~~ iy~ar, 
and for t his year we have eot about a b1l 10n 
dollars of refundinr for ~uaranteed , so we 
have got a lot of fin~ncin~ out out for us . 
in the next 1~ months . t think the only ques t 1on 
to discuss this mo rninP, nrob~bly, is as t? 
where this 500 million should ~o . I take 1t 
~ou want to still s t ick to the tsxable cote , 
'and ~hether .vou ;·.ant i t to .. o s full five years 
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or maybe stick to the three quarters counon 
or it may be less than a thr ee quarters coupon. 

That ts the pur oose of the meetin~ . 

\\'ell, we have been discussing tt this morning 
before comin~ over, and it seemed to us that 
the problem ls comoarati vely 8 simole one with 
a question of not having verr much choice in 
the matter. I t is the President financlng . 
It is our uncerstanding that the financing was 
going to be confined to the defense notes; and 
•lthough I suppose some other financin~ may be 

·oossible , it was not in accordance witfi what 
we understood was t he policy here , that is, 
to not ~o too close to the limit until you have 
got addltional l egislat ion. 

v;e haven It Changed that • 

So we assumed that there was no option on 
this but there was a question of defense notes 
and we were of the opinion that a three Quarter 
note - the longest maturity that you could get 
a three quarter note in would be the nreference, 
that is ~ece~ber ' 44 . That is a good - the 
oremium is 18!32nds and with a short meturi ty 
we felt that i t would t e in~avisable to give too 
much of a nremium, and you had out out a 
thr ee quarter note before and a three cuarter 
note now at t his maturity would ~tve 1S/2~nds 
orenium on today' s market . 

It is a good period to have it fall due , wh~reas 
some of the shorter neriods mivht be more l tkely 
to conflict with other flnancin~ and with other 
maturi ties . 

o~e ll, there is consideraHo i'allinr due in that 
neriod , but even so --
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The 4% bond is callable on th&t date . · 

But it is far enough off - of all the periods 
in bet~een here, it seemed t o come in about 
as well as any. 

September is a p,ood date . There is only 280 
million dollars ~turing. 

That is true, but you have got a bigger premium. 

I didn't think it was quite that high. 

You have got 2/32nds i n September, and rou are 
only giving 18/32nds if you go to Decemb~r . 

That might change between n~ and next ~eek . 

That is right, but I am just looking at it as 
of today. I don't think that it makes a great 
deal of difference whether it is September or 
December except there was a slight preference 
for the longer ~turity. 

N~, another thing t hat we seemed to feel was 
that we would take cash instead of a war loan 
deposit • . Of course , t hese will larglT be taken 
by banks and we have got to be - I think until 
the whole question of tax legislation on 
Government securi t ies and the question of 
banking and monetary excess reserves - that 
it is going to be difficult t o put out ~y 
long term financing to the extent that 1t 
may be necessary ~tthout that financing being 
taken to the banks, a lot of tt, and that so 
long as it is going to, then i t ?.OUJ.d seem 
that a short financing, &ssuming t~at ~he banks 
will take a substantial amount of 1t, ts better 
fnan a long term financ in~ wl. th the bank taking 
i t because i n the short ftnancin~you can refund 
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it and get it out into lon~ term financing at 
some later ~eriods . 

Rip;ht . 

Into the savings groups . 

They got 75 per cent of the last issue in cash. 
A war loan doesn't mean much . 

'&hy not take all cash" It means darned little . 
It is just a nuisance , isn't it" 

It doesn't make much difference to us t:hether 
it is in the Federal or in t he banks . 

Does the Federal fee l strongly on that? 

There i sn't enough of i t at the present t i me . 
lt is just the idea of principle . 

There is 500 million there now, and it will be 
below t hat befor e the ~3rd . 

The uoi nt is the banks have such large - such 
very large balances thAt they could very easi ly 
transfer or make t he payment , you see, to the 
credit of the Treasury rir,ht at the Federal . 

There isn 't enough involved t o make ~1ch 
difference . 

I jus t saw the edi torial t odsy about Jones and 
the excess reserves, but he must have said some­
thing which I didn 't see . Did he say something" 

HP said somethinr about a ~eek ago , didn 't he" 

He said he didn ' t undersbn~ this excess reserves 
thi nr: . 
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Wben did he say that'> 

In the Post this mornine. 

1 saw the editorial in the Post , but I didn 't - ­

Well, Jones said more than that. 

He said it at a press conference. 

He said later - he said first in Jt. Louis when 
talking of excess reserves, he said that he 
didn't know anything about it. He didn't know 
anythi~ about excess reserves. Then later 
in talk1ng about the question of interest rate 
structures and inflationary possibilities, 
Jesse said that he hadn't seen any indication 
of i nflation at all, and that what he was for 
was ·for the banks get ting more money out and 
he was - he wanted a low intereat rate . I mean, 
that was the general effect. 

There is no thing he said the last day or two'> 

No. 

He hasn't said a thing . It was two weeks ago . 

Annarently he made this statement on his way 
~ack from Texas. I didn't see it either. 

The nress boys met him at the station in St. Louis, 
as r ' get it "WbAt about this reserve statement , " 
and Jesse s~id he hadn't seen it . "Well , what 
about excess reserves, " and be said, "I don't 
know anything about it . 

Th~t was some time ago . 

There is nothing recent'> 

l'o . 
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I haven ' t read the papers t his week . \\'ell 

\•ell , that tells the story, Ur . Secretary. 
As the Chairman related it, three quarters 
an~ then get it wherever i t fits. 

\\bat l would like to do is this . I haven't 
had a chanc e t o do a darned thing on this , and 
in the next day or two - and t hen - let's see, 
l'uesda;v, l!arriner, I Wllllld like to call you 
un on the nhone. Monday is Inauguration, 
i sn' t it? 

Yes . 

Tuesday, and we were thinking of do ing this 
Thur sday, you see , 

\\hen would you announce it , Wednesday? 

Thursday morning. 1,\'e oueht to ge t our notices 
out 'l,ednesday noon , 

And then we \7i ll rret down t o serious business 
on this thing . 

••:ell, the whole t hin r esolves i tselt to the 
question of where you are roin~ t o place it 
and what couoon. 

Yes. And 1 take it - have you J'Ot a formal 
memor andum you ere goin~ to leave with us or 
not? 

1~0 

No, we just have Pi ser ' s - asked Piser to preoare 
a memorandum as to what the nicture was , and l t 
i.s just what he has r,iven . We have no memorandum 
of rcccmmendation . We just had a memorandum here 
of inforDL<~t ion . 
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Let's go around. Sinclair~ 

Mr . Secretary, I am entirely in aocord with 
what the Chai rman has said this morning. I 
say this morning, Uarrlner, 

I got you. (Laughter) 

tt is almost noon. 
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Ooldenweiser: I have nothing t o say, Ur. Secretary. 
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Draper: 
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The only difference that I would have would be 
on the present market. If a three quarters 
issue was chosen, I think I would prefer to 
make it September ' 44 rather than December, 
~artly because the matur i ties are smaller in 
ventember than in December , and partly because 
T think a oremium of 18/32nds is a litt le 
smal l on the tyoe of market we have at the 
present time . 

r.ell , that is as of today, however. 

As of t oday. 

I agree wi t h the Chai rcan. 

'Ill th no time limitations~ 

I want to get that down, Ernest . 

All right, put it right i n the record . (Laughter) 

How about New York~ 

Well, I would like to comment on the market a 
lit tle bit . 
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Please . 

I t has been an uncertain market and as you 
know t he last note issue was taken in New York 
and a good part of it is what was - what was 
not taken in New York has come back to i t 
and I think the principal marke t for a note 
issue is there. The large banks would be the 
t>rincipal buye-rs of additional note issues 
Certai nly at t his general l~vel of rat es • 
They feel in view of the size of the exp;ndi ­
tures that come along and the nroblems, the 
legislation, aid to Bri tain, the various 
things that are up, your own bill, which hasn't 
com.e in as yet 

~.'hat bill" 

The bill lookinr to the authori zation of the 
issuance of taxable Treasury bonds. 

Yes . I haven't done anythi ng, as I say. I 
have just been under water here for weeks . I 
only told Sullivan this morning that I am now 
ready to talk with him, but I mean I have just 
been absol utely under water . 

142 

Well, t here are a number of things that the 
market is l ooking at, and wai t ing to bs resolved. 
It has been an uncertain market, and a thin 
market ; and in view of that and the volU%e of 
financing to be done , partioularly in March, 
which is t he next buyinc point that the market 
is looking at , and the decli ne of the note that 
was i ssued in December to under oar, the funda­
mental neces si~y of keeping the market in good 
condition as far as the Treasury can do it 
for successive operations , and I think t~e 
general feeling there is that we see it 1~ 
the market that a half a noint on a note ts 
ample for perhaps thr ee or four years . Perhaps 
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i t should be a little sweet er, but there 
is some opinion to that score , but I think 
in general they feel that a half to fi ve 
eighths of a point is ample margin for the 
type of note that t he Chairman recomme nded 
That is all I have. • 

•·ell , !Jecember is a full h'llf !lolnt , a little 
better than a hal f noint . 

December '44" 

Yes, December is a little better than a half 
!loint in today' s ma.rket . 

My est imates on the December issue for ' 44 
don ' t run as high as 18/S~nds . The best I 
do on it is 15/32nds . 

\'le rill let you and Piser row that one out • 

That i s r ight , I agree with that. 

can 

So that i t isn ' t as rich as you might indicate 
and on that.basis , I think September might be 
better, but I think the liucember would go just 
as well . 

143 

I think when we fet down to a point of refine~ent 
there we can wai a few days and study it more 
closely, find out where the right answer should 
be . 

Dan, do you want to say anything more" 

No . 

Three fourt hs , same as J,\arrl ner, three four ths 
coupon, September and December, '44. 
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llurnhy~ 

T woul d a9ree with the Chairman . We have the 
December 44 note priced at 18/32nds , the 
s&.rle as Pi ser, and I think that tt would go 
all right in today ' s JMrket . Of course , it 
mir,ht te a different s tory on Tuesday. 

Y .. s . 

'ieorge? 

T have no comoents . 

t wouldn't want t o sweeten it t oo much. 

Well, if it is agreeable to you peoole , I 

14.'.1 

will get in touch with the Chai rman Tuesday, 
eithe r Bell or I will , and unless there i s 
somethin~ else here , Mr . Bell and I v10ul ii like 
to talk to the Board members and Dr . Golden­
weiser about t hese figures thnt they are trying 
to ~ke a difference between, the Treasury's 
and the Federal Reserve's bul letin, if we 
could have a few minutes . Have you ;,ot anything, 
Henr;r? 
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Uerle , just to get it strairht , what r.as 
t he me s sage that you tolo the Federal 
about t he publishinp of the Fullet tn~ 

v:a1 ter Gardner teleohoned me and said they 
had these figures that the ~erartment of 
Commerce had re l eased , and he f el t they 
had to carr;" the:n in the Federal lteserve 
Eulletin, and I sairl , ' I hone you don't 
have t o, ·:.alter . Rather than discourage 
the id ea, I shall check the fi~ures . " !le 
said he wanted t ~ ~ut i n so~c tnternreted 
CCI!lt!lent and I said , "I hope ;•ou don ' t have 
to oublish them because we are ye t tin& 
accil!'ate figures and ur to date · fi~ures 
fr om the British, ann wh ich r.e cOUldn ' t 
"i ve , we can ' t r elease , we ar•e r;etting them 
v:i th t he nr osnect that we will have t o 
nr esent them to Congr ess . " 

';1\l nenll'eiser : ridn ' t we send you t he text, Mer le" 

Cochran : They sent it un and I told Walter - I saic , 
·•v.e can't check t his for corrections as to 
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figures," and he said, "Well, we are using 
the figures that the Department of Commerce 
has gotten out;" and so when I got it up here 
Harry White and I juat read i t OTer and ' 
didn't attempt to check the figures at all. 
I told Walter, I said, "You uy be way off," 
and I said, "If you are, I can' t check the 
figures. " 

Let me ask you this. These figures that 
Gardner discussed wi th you are the figures 
of the C0111111e rce Department, that they had 
already releaaedQ 

I hadn' t read the Commerce report. It was 
in the press and I got it the next day. 

But I mean Commerce has released them. 

Commerce has released them. 

So all the Fed baa done ia come along with 
the figures that Commerce released with 
qualUicationa . 

I hann ' t changed the tigurea. That waa 
-.y idea. 

Ia that right, Dr. Goldenwe iatr? 
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Goldenwe iaer: Yea . 

Eccles: The e-re• figure• which had been prerloualJ 
released wert qualificat ion• that Gardner 
felt should be giTen, that Congress hadn't 
giTen them. That is in line with what the 
Bulletin has done !or a good many yean, 
isn't it~ I mean, the Bulletin has done that 
sort of thing currently. 

(l!r. White, J.!r , Kindelberger and lo!r, Xnapp 
entered the conference . ) 
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Har ry, would you explain to the Federal 
Reserve Board what t asked you to do this 
morning" 

The Secretary asked me to get in touch with 
Mr. Eccles to explain to hi:n the - -

\'/ill you t alk louder. 
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To explain to him that the oress was apparently 
under the impression that there was a dis­
crepancy between the figures of the oresent 
assets of Great Britain and those which the 
~ecretary gave befo re the committee and the -
he asked that you might want ~. Goldenweiser 
and l.!r . Gardner to come down and see if there 
was any discrepancy and what the reasons for 
it were . 

\\'ell, I couldn 't reach Vll' . Eccl es , and 
l.lr . Goldenwei ser was enroute, and we reached 
Mr. Gardner, who came down , and we very 
quickly saw t hat the particular art icl e 
Which gave r iae to some of the difference 
arose as a conseQuence of misunderstanding 
of what was in the Bulletin. They took 
figures that the Bulletin ascribed for t he 
whole British cmoire, and they assumed that 
that also applied to Great Britain and the7 
didn't make t'b! appropr iate allowance for 
certain factors and made certain errors , so 
that they were not quoting in general the 
Bulletin as accuratel7 as they might . Then 
with resuect t o the estimates which '!:alter 
has and those t hat we have as to the current 
exoenditures and receipts of the Br i t i sh 
EmOire s ince the first of the year, there 
were some data which the Bul let in stated 
they did not have . There were some items 

For which we gave no figures . 
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Yes, for which you gave no figures, and 
therefore nobody could say that there was 
any difference beoause there were certain 
elements which were not reported. 

This morning we had ltr. Playfair and his 
assistant from the Bri tish Empire down to 
make certain that there was no disagreement 
that couldn ' t be explained between the 
estimates that Walter was JUicing and those 
that we were using . Now, there are certain 
i tems such as shipping , capital movements, 
interest payments, about which one would 
never know exactly, It is a question of 
estimation. · 

They spent the first couple of hours this 
morning on it, and Walter can now indicate 
the degree of agreement which there is among 
all of us . 
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I have just done but one other thing, 
Mr. Secretary, to anticipate further ques tions 
during the course of the next few weeks on 
this matter, I s~gested that the Federal 
Reserve Board est~ates of their current 
balance of payments and the Treasury estU.ates 
and the Department of Commerce and the British -
that we get together and see whether we can't 
agree on one balance , I don ' t think there 
will be any difficulty, because I think 
discrenancy after discrepancy was i roned out. 
There may be some difference left, we will 
see . We are meeting this afternoon, and we 
will get a current ~alance of payments and 
the current assets in the light of the 
information which we now have, from which I 
~resume or expect that there will be agreement 
or at least if there is a discrepancy, we 
will know why there is such a discrepancy, so 
that ty tonight or t omorror: there wi ll be, so 
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far as the Government is concerned who 
certainly will have better information than 
anybody in this country, agreement. 

Now, Walter can indicate --

That is What I would like , because I mean 
the Government ought to be together wi thin 
the limits of - that we are all humans. 

Uay I ask a question, Kr. Secret~ Who 
published the figures in the first place? 

Which figures? 
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These figures that we are talking about, this 
seven billion dollar figure. 

That is in your publication, the seven billion 
of the British Empire liquid assets as of 
August, 1939 . 

But wasn't that taken from a release by the 
Department of Co!llllleroe? 

That was the basis of part of that - of the 
figures . I might say that the table that was 
published in the Bulletin was t he position of 
the British Empire, gold and dollar resources 
of the British ~ire, at the outbreak of 
the war. 

Now that table seems to be accepted on all 
hands . I mean, there is no disagreement 
between us and the Treasury and the British 
on that - on the figures that we re published. 

The British economists . I ssw a report from 
London in reference to it . 
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Vlith one exceptton, Walter, I think we 
had better menti on, that tho es t imates which 
the Department of Commerce has and which 
we both had to depend on, of the value of 
the di rect investment s and of securi ties 
is somewhat different than what we would 
put now in the light of the addi tional 
information that we have . 

Vihat we have been doing this morninrr is 
seeing whether that table could be harmoni zed 
wi th the tables that were ~iven out vesterd83 
and which showed the ~osit1on of the'British 
t.mpire not at the begh.'lil\3 of the war but 
currently, and showed in fact that the 
oosition not of the entire British ~moire 
but of t he United Kingdom alone. · 

Now, we are in substantial agreement as to 
what it is that has caused t he loas of 
assets to the British tha t is sho~~ in 
yes t erday ' s f igures that we can trace 
oractically al l of what has happened to 
the Hritish position between August ' 39, 
for which we !(ave ficrures , and the end of 
1940, for which figu res were ~ublished in 
the mornin~ ' s paper3 . There are differences 
of certain items which will l!.lllount to a 
hundred mil l ion dollars or so . I think 
we have --

~e won't quarrel about a hundred million. 

There may be even as much as several hundred 
million . 

1'/e have already turned up admi ttedly cer tain 
er ror s in the Bri tish figures and there are 
other figures on which there is roo~ for 
doubt just because they must be subJ ect to 
estimate , but there is no reason for the 
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public having any - getting any imnression 
that there is a discrepancy between what we 
published for the beginning of the war and 
what you have ~ublished currently. We did 
give certain f1~res for what had haooened 
in the l.nterventng period. The only figures 
we ~ave, however, were unquestionably accurate 
fip:ures such as those that had already been 
yiven to the public and where figures - and 
on the other item3 ~~ich hac involved change 
in the British position, we merely gave 
broad comments, no f igures whatsoever, because 
we were not at liberty to do so, and in any 
case , we didn't know the exact stories in 
detai l. 

~ell, I think that If t he Feder al Reserve 
and Commerce and the 'l reasury could get 
tor;e t her; and then if !lam Fish or somebody 
continues to make an issue, we might the 
three of us, get out a joint stat ement or 
something like that, you see, from al l three 
groups , !l.arriner . 

''•ell, of course, if the press or anybody 
in Congress are ettemrotlng to vive the nublic 
an imnressl.on that t his isn't the fact , 
certainly either a joint statement should 
be given out or the Federal heserve should 
answer them by saying t~at this state~ent . 
specifically was as of ~eptegber at the t1me 
of the war and it has been - that ~e do, see, 
agree with the figures of the Treasury as of 
t he present time as applying to Great Br itain 
as against the British ~mpi re , which your 
figures of September, as I understand i t -
that is , the figure of Seutember •39, was --

It had the British Empire and a breakdown. 

).e showed the Brit ish Emuire broken down, 

1S1 
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but the f igures that we gave for what had 
happened subsequently, the only figures 

1.52 

we could give were four figures. We showed 
what the British Empire had produced in 
gold , and therefore added to its resources 
subsequently . But that was the British 
Empire , including Canada. Yesterday's statement 
would exclude it . 

We also showed what the British Empire 
had sold to us , but that also included 
the Canadian sales. 

r.oldenweiser: In the way of goods, you mean? 

r.ardner : 

l:.cc les: 

.. . 1:.Jr: 

In the way of goods, and we also showed 
what they bought from us and that also 
i ncluded Canadian purchases, so that the 
press , appl ying those figures , which were 
the only ones - the only items that we 
mentioned in t erms of figures , to the 
asset s at the outbreak of the war, came 
out with a very different figure from that 
which was published yesterday, but we - at 
the - in giving those figures, we had pointed 
out that there had been substanti al caoital 
withdrawals and use of British resources for 
other purposes , and we furthermore commented 
on this whole situation with regard to re­
payments and those are the things which 
do account for the difference in the 
figures . 

Wel l, what would you think as the best 
way, Walter, to handle i t ? Do you think 
that i f nothing further comes of i t, any­
thing should be said? Do you think enough 
bas already been said? 

No. 
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That there should be an answer or do you 
think i f nothing further has been said, 
it should be dropped? 

At my press conference at which White was 
here , they asked me a l ot of questions. 
For some r eason or other, they don ' t seem 
to be bothered with what the Department 
of Co!lllllllrce baa said , I don't leD ow wlcy, 
but somebody bad put the Federal Reserve 
Bulletin in their banda . I tried to point 
out that --

Isn' t the best way for the Federal Reserve 
to - -

I just wanted t o give you all of it . Then 
I told t he boys t o eo back to Harry' s 
office, the newspapermen, and he would 
see t hem; and I don't know what happened 
back there . That is what I want you to 
know, you see . I don ' t know what happened 
back there . 

Yea . They asked --

I want you to get i t all. There may be 
something on the ticker now which I haven't 
seen. 

They asked a lot of questions about both 
st atement s , but - -

That was this morning? 

Yes . I had mine at 10:30 and then I saw 
that they weren ' t aatisfl.ed. I didn ' t want 
to shut them off, I asked you to come 15 
minutes late . I wasn't thro~h then, and 
I asked them to go back to ~h1te ' s office 
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and they would finish , and I don 't know 
what ha"Ppened. 

They asked a large number of questions on 
the statement and other i tems. They did 
not question , with the exception of that 
~old production figure, they said it was 
a billion one and I pointed out l t was much 
less, but it was a 16 months fi~ure which 
they wereJuoting. They did not question 
the Feder keserve &oard fiP.Ures or ours 
and I asked them sueoifically, t hree times , 
whether thef were sati sfi ed In the l ight of 
my e~lanat 1on , that there was no disagree­
ment between the Board ' s present knowl edve 
of what the assets were and ours , that ~ 
t here may be some r oom for differences of 
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a hundred million or so in ~he estimating 
of - not between the Board and ourselves, but 
anyone that estimates it, but that - any 
discrepancy - and did they want to ask any 
ouestlons whatsoever - all the rederal Reserve 
Board fl o;ures. 

T said ~·r . Gardener was there and would be 
p,lad to answer an7 questions . T~ey sa~d 
no, defini tely not . [ repeated 1t aga1n, 
'zas there any ouestion in thei r mind, and 
they said , "Oh ·no, they --" 

Harry, was Mr . Gardner there at the time" 

No, he wasn ' t , because they were asking 
other questions and he was next door, and. 
I said , "P.e is right here, ready to come 1n 
if there is the slightest questlon rou want 
to ask him, • and they said, 'llo .- -. hey 
apparently were not interested in t~at. 
They were interested in other quest1ons of 
a char~c ter such as wha t those nominal assets 
meant , what trade there was , et cetera, 

Regraded Unclassified



P. .!.!.Jr: 

Eccles : 

Szymczak: 

H.l.I . Jr: 

'lardner: 

Bell : 

155 

- 11 -

but I do think that it we can get a 
balance of payments prepared and agreed 
upon to show what they have, what happened 
to the money, and what they have got, ' that 
that ought to be ready in the Senate hearings, 
so that the Secretary might amplify the 
present statement with that current balance 
of payments if you don' t see fit to issue 
it beforehand; but whatever tbe statement 
is, there will be agreement on it of the 
three Government agenci es and the British. 

Vlhat I would like to suggest is this, that 
if these newspapermen are not satisfied 
and we find they are coming over to the 
Federal Reserve, why then if you gentlemen 
could see your way olear of making a state­
ment, I think it would be very helpful . 

Do you know whether they have bothered 
over there at all? 

But i n the meantime , go ahead and prepare 
this thing and have i t ready. 

That is right . 

I came over here tbe f i rst thing this 
morning - -

Yr . Secretary, I th ink you ought to get a 
statement to the Chai rman of the Committee 
that is having hearings now. I think Fish 
is going to dwell upon that wi th these 
peoole that are coming from the outside 
more and more, and I would get it right into 
tbe first tl&.rt of the hearings before they 
get outside people and get an explanation 
of this difference in the bands of the 
Chairman and let him make it public and 
a part of the record. 
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Don' t you think, Yr. Bell, thAt there 
might be some value in letting them go 
off on that tangent, letting them go 
build up an erroneous thing and then 
correct them. 

The trouble is you never catch up with 
the da.mn thing. 

I think that bell i s right . l think if 
the Federal Reserve could get something 
into the hands of the Chairman - -

As I understand Bell's point, it is your 
suggestion that the Secretary make this 
statement or file this before the Committee 
in which he shows that there really isn't 
any difference between the figures that 
he bas submitted and the Federal Reserve 
figures, that the thing has been mis­
interpreted here end that in reality, 
why - in other words , he could f ile that 
before the Committee and - or we could --

~ny can't we do this? 

Or we could make a statement 

Well, the Secretary has already been celled 
and it would be just ampl i fication or his 
previous remarks. 

I am not so sure that when you read over 
yo.ur testimony you won't get the impress ion 
that you - you left the impression With 
that Committee that you would try to find 
out that difference , didn't he, Harr~ 
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It may be. I think it might be so int~rpreted , 
but there is also another way of handling 
i t , a suggested way. This statement could 
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be prepared; the press ~OQ]d be delighted 
to print i t, all of them. They could get 
it in the ~ress tomorrow. And then there 
are any number of friendly Congressmen 
who could see thet i t i s ~laced in the 
record and in that nress statement of 
that kind , it would be possible to say 
that the three agencies collaborated or 
are in complete agreement. 

Why can ' t you have a co:nbinati on of the 
two, do exactly what Mr. Bell suggests, 
send it over to the ~hairman of the 
Committee and release it to the press. 

But you bad better bring Com~erce in while 
you are at it. 

Yes , we are already getting in touch with 
them. 

Who" 

Commerce . Those are the only agenci es I 
can think of . 

We don • t raise any quest!. on about the 
Commerce figures, do we? They weren ' t 
as complete as what you (Gardner) had. 

NO. 

''•ell, the Commerce figures about which 
there may be some doubt is their est~mate 
of the value of British invest:nents 1n 
the United States. The British authorities 
feel that is gr.eatly overstated. 

They didn't stress it, but I think t~is. 
I saw, for instance, what Mr. Hull d1d 

.:.57 
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yesterday with three important questions 
under international law, and he aToided 
answering them. He goes back to hia 
office, he sits down, he writes it, and 
he giTes it out to the press this morning 
as a supplement to his statement , and 1 
think that --

He gives it out 

But 1 think this wi ll bedevil us unless 
the Federal does something about i t. 

Why can't we issue this joint statement~ 

We could do this. 

Think about it . 

Do you want us to send it to you and then 

I would like you gentlemen to think about 
it. Anyway that i s agreeable to you, and 
if it is agreeable to the Chairman, if he 

You are going home with me , aren 't you -
home at noon, aren't you? 

Yea. 
It he would contact Har1'71hlh &Dd work it 
out aDJ W&1 that ia agreeable, but 1 do 
!eel that aoae way &I 10on &I po1aible 
that something ought to be gotten into 
the hands, if possible, of the papers !or 
tomorrow morning. 

Gardner, do you think you fellows can 
prepare a at&t81118nt that will be ready 
for tomorrow morning's paperq 
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Yea . 

Don't you think, ¥r. Secretary, that it 
ought to be done just like your statements 
were handled? You can gi~e them to. the 
Chairman and in his opening statement 
tomorrow morning he can say this question 
was raised , and I ha~e your statement now 
that explains the difference , and I aa 
~oing to put it in the record and hand 
1t to the press at the same time . 

Why not let the Secretary say be has a 
statement !roa the Federal ReserYe --

He won't be there. 
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What I mean is, let the Secretary send a 
statement so that the Chairman of the 
Committee, see, can aay, "I ha~e a communi­
ce.tion from the Secretary of the Treasury 
with reference to this apparent discrepancy 
between the Federal Reser~e and the Tree.su?7 
and I ha~e here a ate.tement from the Federal 
ReserYe aent to the Secretary of the Treasury 
and the Secretary of the Treasury is aaking 
the record. 

That is right. That i s the w11 to do it. 

You complete your record that way. 

It shows complete cooperation . 

Complete cooperation, which i s important 
e.t this time. 

Yes, especi ally at this time. 

The Tree.sury has made e. record that they 
ha~e got to clarify, he.ven't they0 
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I think the •ar Marriner baa Juat said 
it, he puta theae f igures in -,hand, and 
I write to Chalraan Bloom. 
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"llf dear 'Mr. Chairman, the Federal Reserve 
have been kind enough to give me a stateaent 
in 1iew of the quest ions whioh were raised 
which is the difference between mr stateme~t 
and the figures in the Federal Resene 
Bulletin. - I would appreciate it it you 
would aake this public . • 

I think it shows --

Rave i t .. ae a part of the record. 

What obJection do you see to that, Gardner~ 

Well, I think that is - the only thing is 
that the figures would harmonin, the two 
sets, I think, whioh we have seen in detail 
for the first time tod&f• 

Now - and it is figures which have been 
outside our province for the most part. 
I am just wondering if we are the aopropriate 
agency to do the b&Nonizing. ~.e can rush 
thro~h a Job on these British f igures and 
checkLng thea with the material that we 
have, and that the Treasury bas . I aean, 
it would have to be a comon Job . But we are 
not the original source of the ha~ization , 
of figures . The figures that cover this 
interval between the beginning of the war 
and the current situation. 

Well, who ia? 

The Treasury - the British are the main 
source of those figures . 
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That is what I said yesterday. I said 
over and over again, "I am no t giving 
United States Treasury figures , I am 
giving British 1'reasury figures,'" 
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I think Walter's concern is t hat some of 
those figures , we have to accept what they 
say and they do represent a discrepancy of 
poss ibly several hundred million dol lars 
over what we might have thought would have 
been the ease --

Well, say that, then. 

But our own fi gures are seven or eight 
hundred mi llion out of the way each year. 
1 mean the Vepartment of Comme rce halanee 
of payments . 

I think it should be ind icated in a statement 
that figures of thl a sort cannot be accurate 
t o the last hundred million, because they 
involve a l arge amount of estimat ing. 

Certain figu res that complete the picture 
are f igures that we could get from no 
other source at all. 

Than the Br i t i sh. 

Than the British, namely, bow they have 
used their dollars wi th other countries 
than the United States. 

Or what their shipping earnings have been. 

And what the present payments have been 
on goods . Those are all figures which we 
get f rom the Bri tish. 

Now, should the Federal 1-eserve be issuing 
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a tabular statement which harmonizes thia · 
aituation at the outbreak of the war with 
the situation now~ As I sa7, we haTe come 
into contact with these figures onl7 
resterdaf. 

Walter, i f 70u state that the7 come from 
the best source that is aTailable, how is 
that compromising the Federal ReserTe9 

Oh, I don't mean it would compromise us. 
I would be glad to do it on the basis of 
that material. It would be a rush job on 
the ba.sis of that material, and if it ia 
appropriate for us to do it, I think we 
should do so. 

I thirL~ we ought to get the figures, 
Mr. Chairman, for tomorrow's papers. 

You have got to do it . It seems to me -
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if we sa7 nothing and the Secretarr says 
nothing, fOU naturall7 are going to leave 
the Committee of Congress and fOU are going 
to leave the public with the idea here that 
we reall7 hne a. real important disa.greement. 

That is right. 

Now, 70u can't - that ia an impression. bd that 
impression will grow, and it seems to • 
that - now, if that was a fact, that is 
one thing, but we haTe now - it has been 
admitted that that isn 't a fact. There 
isn't an7 substa.ntial disagreemsnt. 

Now, there ought to be some wa7 of clearing 
the record just as quiokl7 as oossible, and 
letti ng the Congress know and letting the 
public know that there isn 't an7 substantial 
disagreement, and state the reasons for it . 
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"!.ell , we can do it. 

That is all there is to it . Well then, 
I would say this - of course, the othe r 
members of the board aren't here , but 
three members are and I don't think there 
woulc be any question wi th t he Board . I 
will mention i t t o the others as soon as 
we get back. T y;ould say t hi s , then, that 
Garttner an~ ~old enYOeiser here, representing -
1 mentioned Lr. Gol cl enY:eiser because he is 
the Di rector of t he !:!vi s i on, and after all, 
he i s resnonsitl e f or t he Bulletin anc so 
tha t - I Would say t hat it is u~ to you 
neonl e, together wi. t h '.'.bite, t o wor k out a 
statement t hat wi ll cl ar i fy the erroneous 
impression that ~ongress has ~ot of the 
'DU'tlic . 

•··ow, as t o what you say and how you do i t , 
i t seems t o me it is pretty wel l un to you 
fellows , knowi D!' all the fac ts as you• do, 
t o work it out , and l would say to authorize 
t hem t o do just that . Doe s tha t agree YOi th 
you, Er nest' 

Absol utely . 

l.Ack" 

Sure . 

To make sure there is no subseouent dis­
agreement, we wi l l al so get the !:epartment 
of Comme rce t ~ agree . 

Yes . 

Thi s i s l>hat I said . I t old t he press 
conference, "There Is no maj or blunder in 
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the figures which are submitted . " 

\\'ell , that l.s a good prelimina.ry, but that 
doesn't nail i t down. 
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No, no. I think it is important to haTe all 
the talk and enrything else - I c111 see each 
fellow saying onr and over again, "Well, the 
Federal Reserve sara so and ao, " and then 
if you begin to - they can just undermine 
this Whole bill; and I thin~ we all want to 
see it passed, and I think Bell's suggestion 
of you getting it into 111 banda tomorrow 
morning --

~nat I mean is for them to work with Harry 
and some of the people from Commerce, and 
they together should be able to prepa.re a 
statement that can be sent to the committee . 

Thank you. 
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January 16, 1941 

,.~~ ~r Cabinet Hl.l ,Jr told Ur. Coohr nn the President 
r~~errt-. ~ .• l B matter t o Ur . Hull and l!r. Hull said he 
r.r-•<·~~ ,,., .. our& because they h1we just received a ::oenort 
~~- .. ~ . :.lll'ri\Y l'lhO has :-eturned !ron nn lnsnect1on of 
.• ~~~ · '• 1 lcndlnr; readlng t hAt report he HOuld make no 

e""! 1 )~ . 
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TREASURY DEPARTMENT 

INTO OI'I'JCK COMNUNICAT10H 

DAft JamJUT 16, 191!1 

lir. CochraD 

!ht l'rench :Dlban7 bao raioed tho quoot1o11 of tho diopoalt1on ot pert of no 
rr .. ch gold ot ock (tob.li~~& aro\1114 $21!5,000,000) at Martinique. I ba ... told tho 
l'r .. ch that tho Treaoury could 11ot accept tho idea of recoh1~~& thio gold Ullder aar­
urk or purch ... IJ~& 1t ill Puerto Rico. I baTe lot thb Ulldorotand that J!ev York 1o 

1~1 ool:r port on our J.tlallt1c oeaboard at wbich vo tAZ'II&rk or purchooe torolgo golct. 
!b i'rellcll 1doa h to thl.p from MarUD.iquo aall MOUD.to, tho tirot q~W>tity to bo 
no,ooo,ooo. !'bo 'l'reaoury h aoked to gi.,. tho uouranco that it v1U either pW"­
cbut 0\lcll &Old or oar=ark it tor tba French Oonn.OD.t vith t ho l'odoral Reoono 
:;w; •t Jov York, Tho French reque ot that In ouch nut ol thor tho proceeda of tho 
pl4 tale or u uount ot dollar• 1A t ht1r blocked account oquhalent to the &Old 
t!lat h NZ'SAl'kod bo placed 1A a tree accOUD.t aTt1lablo to par t or t ho pure!>aoo ot 
podt to bl exported to l'.art1n1quo or rla Mart1niq11e to l!orthorn J.triea. 

!'be .l'ronch otrou the need f or petr oloum pr oducta b l!orthorn J.trlca for uoo b 
h&nut1ng and tbrethl.D& cre1n. They p icture the dhtren and otarnt1on that a l pt 
ruult from 1Mb11Hy to barToat the rltally Important cereal crop o ot '&'ranch llorthord 
.>!rica. 

Tho i'ronch underteke llCt to a ttempt to thl.p ~ t;OOda froro thh hnilphero with 
the proceodo of their V.artinique gold unleaa t ho :Brit lob gi n neTicerts therefor. 
~. i'rench have b t iaAted that the qu eot1on mny later be raioed of thl.ppiJl& vbaat &lid 
col'll directly t o continental France, 'but they roalho that the quoat1on of obtalnl1>4: 
,.,.leerto for thia ourpooo mq ot111 be 41f1'1oult. 

'l'be tr..,oury certa1nl7 ohould llCt heaitato to '11117 all or ~ part of the l'rench 
COli ot l'.artWauo wbich Ulf be offered for delinry at llev Yor k. It will be ot.plo 
~or tho ':'reaoury D-taent to vor:C out arrang .. anto for tho utUhe t1on of t ho &Old 
or Ito dollar procoldo proTided the Department of State acroeo vith uo in pona1tting 
lht • •• of tho dollaro for eerte1.a. uoortt, to be aadt Ullder our ournUlence and 
t'.lllJoct to :SriUob 11aT1cort ruloa. '!he altornat1To •11bt be t hat the ?ronch ""ulct 
o:>4o_, oor to obip &Old troa Mart Wqua to Latin J.merie&. diopooo of it there, and 
obtalo ~Godo ln LoUn J.merlea for Martiniaue end llorthorn J.trica. 
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January 16 , 1941 

After his return f rom Cabi net , Hli , Jr said toUr. 
Gaston: 'I Ollid to the President . I I know r ou have 
turned me down on this thing onoe and I don t mi nd being 
•o•rncd do•'fll t he second t i me 1 

• He said, "You were not 
~Jrn~e dorm. You were t old t o t llke i t uo with Budget . • 
1 anle , ' Thl:lt 1 a the sa.-ne as a turn down.' He said, •well, 
Ul'<e lt uP with Budget again•. 

Gno ton said Bn1ley in the Budret 1a t he otumblin~ 
tloc': ; he is nntagoni at1c to Coae t Gll.'lrd. 

167 

, 
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'1'01 SocrotarT llorgonthau 
FRal 1 llr, Outen 

!m.lO!WIDIJI! 

JC111AJ7 16, 194]., 

.&dairal.Taescbe's MIIDI'and.lm, attaehocl, waa written 
bot oro receipt ot tJ!o Pres1c!ont1s letter, detocl JCIIIAJ7 15, 
11Mch cU>O oYer t.bis oorn1llg, 1n 1thich he states that he would 
prot or to dol.q actioa until. tJ!o Bud&et Bureau baa suboo1 ttocl 
,..... t1oci1J:>gs. '!he President -.tioaa tho poeoiblli ty ot 
leo:1alatioo it Ule reorganisation authority 1e DOt ren.....S, 
It 1a our ballot tllat to ll"t legislation eoactocl 1n tbo proper 
!ora would bo dittieul t. and result 1n long dolq, To tear that 
the Congressional Coad.t too ~d eo quali.f7 and roatrict our 
powers aa to make adequate reorganization and rotora ot Ulo 
present systems ot exa.min&tion and inopoction ~ ditti­
oult, We believe tllat in Tiew ot national detonoo cono1c!orationo 
tho Cl&ttor io extremel,y urgent and we thl.Dk the President obould 
give a great deal ot weigllt to tho tact. Thoro ia no ditterenco 
or opinion 81110118 Ulo chief maritime agonoieo ot the Oovel'IIMilt, 
that is , tho llaritime C.-lesion, tho Na..,. Dep...-t, and tho 
transportation IDetllber ot tho AdTioory C~ooion tor National 
Dotonoo (llr. Budcl). 

Tho tact that ouch an ardor 1a being cons~ baa leaked 
o11t and !)..., c1TOD w1do puhllcit)". Tho roouU 1a that tbo tn 
who are intonated 1n perpetuating tbo pro..,t inotfieient. set--up 
are railing IIDII8T and conducting pr<'P"Pnde to oppose it and ot 
couno a roquat tar legiolatioD 1101lld e>pen a to.- tor int.orldA­
ablo objectioaa. 

To hope it~ bo pouiblo to corrrinco tho Prolident that 
lurthor dolq 11 unwise. 
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THE COMMANDANT OF THE UNITED STATES COAST GUARD 

WASHINGTON 

l6 Jnnuary 1941. 

-
..:··:.>0::.>·"'::.· .::•j:.::lJl"" .. -''"''O"'i! - The Secret ary of the Tr ouury. . AZ 

(Vio Assistant Secr etary Onston) I"ZP.'/ 

169 

. The in:;<~usabl~ stranding on a ee.lm, clear, full-:noonll::ht 
n!)ot of tho ~toamship .!A.!f!/.ITAt•, the second lar(;Ost paasenser liner fl,yine 
•. ,0 l tlted .;t<>tCS fl.aJ, points again to tho ur0-ent need for i=ediate <:Ction 
c~-t..'lir. •he next l.hrec dey$) of sending to ::cm~ross a roorganiz<>tion order 
dlrlciin· the !unctior.s o: the 3ureau of ::.uino Inspection and t:avigation 
=.~· •ne :.:Uitls.e Coc:r:d.ssion, t he !ID-eau or Cuatocs and the Coast Guard . 
~ row 70ars &'!<> the :.:OJRO ; .O.STI.E and ..:0!!.\ "l: diaaater-s caused public in<liena­
~ton, ir.vest1~tion:: and a lot of new legislation. Soce years previous to 
•ne r ·"- :1 :>TU dis<lSter the St ea.'!lShip :::WT'..Al:O C<>peited -.ith t he loss o! 
'12 l ives , acain resultine in national agitation, investigations and addition­
u le --idation . Previous to the ~.STL,1.'D disutar t he SteaMhip G"l:<::'t'J. .;ux:U'..: 
b•lrned with the loss of 957 lives . The Country was aroused and investigations 
3r,,1 new leei:slation followed . 

. :o are not operating a so.J:e nnd ort ~cient !.:erchant :Iarine at 
• ti'" i n our history when the safe end efficient operation or merchant shi p• 
!s of or w ry <1nd urgent i.'!pOrtancc in t ho defense of our 11ation. 'l'he solution 
of •r.io ?roblem has been befor e t he "ureau of tho 'lud~t for several years . 
-,ree dayo rer.ain f or action, I t must be Clone under the President ' s reorgnni­
:· .ion •ut•1orit:•. If direct action by tho Congress is atte~"pted t he proposed 
"c ·lsls~ion r10uld be so en:asculat:>d as to defeat t ne purpose. The pl<ln for 
re..c-t•in• t:1e situation has the aooroval of t he Secretary of the Treasury and 
nco ·Jvi;ors , the Secretary of ~rce (I understand), the Under Secretary of 
;,.::.orec' •' • ~llief of r:aval Operat.ions' t ne ..:hair-~ of the ;.;aritioe 
A . ie,1on, t.:;e ~ansportZ!tion :!e.Wer of the Advisory :ouncil for Hational 
-•!c;.oo and L nu:nber, if not all, of tho stoar..3h1p CCitpnniOS. It is seld.oa 
• ~.at •··• solution of t. serious proble.c> has sue!! uni vcrs:U ~pproval by 
ir:t.ero!lt.ed n,cencies . 

The Country and the Congreu have , to a laree extent, lost 
cooJ'i<lor,ce in the men who man our ocean-goins mor c111Ult ships . The efficiency 
of our 1 .. orc11o.nt seamen at this t ime is second in i.mportance only t o the 
etficiency of our riliUtary and naval for ces . 

Aey f urther del~ in carryine out your r ecor..mendation to tho 
"'uN• u or t.he "udeet will e.xtend indefinitely this serious ,,.,akness in our 
n£t1or.al de fonao . 
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THE WHITE HOUSE 

WASH INGTON 

JM 15 l!l.fl 

I ba'ft coa.eidered 70UZ -Nldla ot 
Decaaber 16, 1940, relat1ft to the reorclllisat1Cil 
plan proposecl b7 the !r'eanl7 ~ent tor dietrl­
but.inc the hoc:ti0118 d tbt Bure111 ot llar1De lzl8pect1on 
and N~aticm -c the lllrltiM c...talion, tbe Coaat 
~. aud tbe BareD ot C.tc.a. .u 70U pezbaps a-, 
the Bure1111 ot tbt Badget. u cOIII!uctizlc ao 1nten111 w 
a~ ot tbt probl• ot uritiM recuJ.ation, otbtr tbm 
ita eecmcaic pbaaea, 1n order to dltanline CJ¥ realloca­
tion.t at flmct101111 that allY appear deeuable, particu­
lar:cy 1n new at oadatinc detenee requirmeDta. 

I Mould prefer to ~ CJ¥ IICtion COIICinUnc 

thie aatter unt11 the »ure• hu ntaitte<l ita t1Jicl1.op • 
.&a to the Jlll:!UrT 20 dead line under tbe preeent 
P .. orcamcati<lll Act, I • reu0Nbl1' conts.dellt th&t 1 t 
w1ll be poeeible to teC1I1'II CJ¥ -Nl'J tnnatera at 
such ll&rltiM tmx:t101111 thrcJuall aitbtr ~ reorcani­
:atioo .,thariV or 1ec1alat1Cilo 

SincerelT TOlD'S I 

_70 
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171 

,. 

!o: Kr. L. 11. lCnolr:e 

?ro.11: Mr. R. II, G!dn17 
Vice Preo ldont, rodoral lleoorvo ll&nlc 

Kr. Orll R. :tolly, proo1dont of tho L&VToro 'l'l'lltt Coll})lny, tolopb.onod .. 

a !IV alAUttl At;<> that Al1 ACCO\mt baa belli O'p.Ud C>OIICOnllA& Vb.10h he 1o 

1os.e>I!:At vor r1o4. 'l'ba dopooltor 1a h.oa'bio llo6.ri co of X.xico City who ,., 

llltro4""od '1>7 0111 of t .ba fruat Co~' a old dopooitoro who h ill tbe 

reotaurut bwi1Don. '1'ba check& wro dlc~1> on lev York Clt7 'baDJca by 

't&cko In l:.xlco. 'l'ho Z.V78ro 'l!ruat Coa::pany1 1 -.leo proddont who hiDdlod 

the tronoect1on had fUrther idontl.nod Ill'. Rdrl£0 by b.1o paoopcrl. 1 

underatand tbat tho deposit ,..,, -.do ;vutordoy and tbat $100 ,000 •• drlvn 

tod&y In l.Ar~ b1llo. 1 told Mr. Xell;v tbat hh 111fo,.,.,.t1on oeomed or 

lnterut and that 1 thought ,... ahould coma11111oato I t to tho app.ropr!ato 

Fo~o:•l author1t1os and aelt the"' to got ill touch 111th b1a concorniDo; it. 

!!e sal<!. that t h1• 1o what ba would lilr:e ua to do. 

(Roc'd. by phone froa Mr. XDolr:e'a Off1ao 
11:55 a.o. , Jan. 16 , 1941 - alt) 
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Conference lotoo on I.cmcbeon 
vith Seaelar)' lfor,..,than, 1100 P,ll,, 
JMU&r7 16, 1941, 

Thou preoont at tlw luncheon voro 8ooretN'7 lforgenthau, 
Mr. Willie. S, Inudoen , Mr. ~. R. 8tottiniuo, Jr., aD4 Philip 
Young. 

1?2 

Socrotar7 Horgentlwn briofl7 diocuaoo4 tho oituotion with 
rorpoct to tho lelld-leaoe bill 4114 bil tootiliOQ'T TOoter4q. 
!Nrlllll the eouroe of t hle 41oeuuion, tho Socret&r7 ount1o1114 
tho f !\Ct t bAt b e ha4 ci 114 the Studebaker aD4 llllick cueo ill hlo 
toot1 .. 117 eo M uaaple of bov production lli&)>t be bald up due 
to tho poD41111: lociolaUon. 

!be Socrelar)' &&ked Mr, Young to elll>biD hh troubleo on 
prloritloo to lleooro , StetUIIiuo 4114 lnu4oen.. llr. lnu4oen 1Dtor­
po u d aD4 o.Ud tbAt he ba4 ba4 to take bold of the thlng d:art~~~: 
tho Dofeneo Co..tooion reorg,...i•ation aa nobo47 oloe would do lt. 
Ro o44od tbAt llr, Young ha4 ehovn hi• a prioritioo ton~, AD4 ho 
btu! &pproTOd it 4114 tbAt all the eleariUICII would rocoin a prlor1t7 
rat1114, 

Mr. YoUII(; gan llr, Stettiniuo a IIUIID&r7 of the baeqround of 
tho LI.Uoon Colllllittee omphaai1lng the f&et tbAt tho Cooal.ttoe 
handled other countrieo beoideo l!rl Uob and tho Dlltcb. X. a4dod 
that onoral coi>Yoroationo ba4 taken plaeo betvoon tho Llaloon 
Co=H too AD4 Don lie loon, aloe eonnroatlono vi th Cliff !111 aD4 
other """boro of the orig1Dal prloritioo sr'O"''· Jono of thou 
cooveraaUono ba4 produced reoul to vi th r .. pect to worldllg out 
forelp prloriUoo 4114 the faet tbAt llr. Joloon ha4 taken an 
ox~ondod Yaeatlon ha4 aade it t.po ooible to aeco.plieh aJ171b~ 
dur ii!C tlw .,nth of Doeellber and the tirot ton d.oT• of JaDUIJ"7. 

Mr. Young told llr, Stettiniuo that tho Lialeon Cogglttoe 
...,1114 bo sla4 to ..,rk out M7 proceduroo or &liT foru deeirocl. 
UJ> to the prooant the Collllll.ttoo ba4 h.tl4 t o work out ite OVD fon~o 
"' It bad been unable to 01eure &liT cooperation of aJ:q 1<1114. 
~~. Stottinlue va~ sreatl7 ourprioed at the foci that tho caooo 
which the Llahon Collllll.tteo ba4 eubmlttl4 ba4 DOt 7et been vorkod 
out nnd promhed to look Into all the e~~oeo and' call Mr • Young 
before 3 o'clock that attornoon • . 

In addition to tbio ~rioritieo diocuooion, t ho .,.ttor of 
f1nanc111C l!ritiob contracto va1 eono1dere4. Mr. Young told. the 
Socrotar)' that he ba4 been at.ke4 bT tho War Dopart .. nt ao to 
Vbothor t he Traaeur7 ha4 ,.._v otrlnso attached to ... e7 refunded 
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to tbe Brit1oh tor the placi..,; ot co11traoto, aDA , o..,.J>41T, u 
to .nether the ban 011 the lll'itioh fiiiiDCiiiC oo11traot 11ppl1ed 
to nev contracto lltl:Otiated b7 the BrUioh for which ncb .. ,.17 
vould be uoed. 

After oo• d1lcuoeio11, it wao agreed uo11g tho poroo111 
proaent that tbo 'l'reaourr had no reotriot1o111 011 tho .,,.7 re­
turned to tho Britioh b7 wq of retulldo, but that the Britioh 
obould not be allowed to oip &117 contraoto durillg tbh bterla 
period pon41Dt; paooace of legiolatioll which wore not tirot opproTed 
b7 tho Socrotor;r of tbo '!'1'....,..,. or h h roprooo11tat1To. 

After tho lU11cheo11 brol<a 'QP, Mr. ltottilliuo t old Kr. Tol!D& 
that ho vould do four th1~~t:~: · 

(1) r.lepho11o b7 3 o'clock aa to tho otatua of 

173 

oxht1QC priorU1eo caaeo: ( 

(2) !bat bo would uu tho)' I B- procedure 1114 ('~~~~-;;;.~;:; 
ada;>t U to pr1orit1eo requeoto ill tho futuro: CYJ 

(3) !hat ha would appoi11t a firot claoo oxocut1TO 
to opocialho on foreigll priori tho: 1114 

(4) A eub- co•Utee of tho Priorit1eo Board ait:ht 
be eppoi11tod cono1ot1ng of repreoolltatlTOo ot State, War, 
UaTY, and Detenoe to handle the forol&n prloritleo oitua­
tlon. 

~· 
ooOoo 
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, 

TREASURY DEPARTMENT 

INTIEI'M:)FFICI COMMUNICATIO N 

Seoreta~orgenthau 

Llr. Haaj// 
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D ATa January 16, 19~1 

Ur. Leon Henderson cal l ed again t oday at 3:15 p.m. to 

say that they were wor ldng on the bank stock investiga tion 

rnd that they were going to take a at snd on it . He i ndicated 

that the report of the i nvestigation probably would be trans­

mit ted to you by lolr. Jere me Frank. 
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tc: Secratarr !!or:;anth&u 
:=-n:: lo:r. Gaston 

J&mJ.ory 16, 1941. 

Al Cohn call ed me from Los Aneelea at J :l5 P.u. nth reference 
to hls tolecz-am, received this morninc, in 'lhicb Donald Douclaa 
asked your a.dv:lce as to whether he ehould permit his Chief ~er 

to acco:;>4117 ;;'endell ltillld.e to En!;land. '!he purpose or Al's 

telephone cell """ to toll ""' that Tilllld.e had -.:1 t."dralll1 his reques t 
!or nn encineer, stating that he would not take ono nth h1l> but 
r.ould rely on such encJ.noering information and advice as he could 
obtoin in England . '!he tact that Douglas del ayed in order to aak 
aevice from Washington (or more likely the ,.ere fact that he -..ked 

tor time to ~:lake a decision) ca::1 have influenced 'iillld.e. Al said 
tlley hac been intonoed that 17illld.e 'IIOulc! take nth biJo only the 
m •cld friends" llho were .. .ntioned in nenpaper etories ~. 

'!hese are Landon K. Thorne, a director of the First !lational Bank o! 
New York, and John Cowles , Publisher of the ll1.n.~eapol1s Star Journal. 

Al told me t !Jat he bad learned the real lew down on the Oill.kie 
expedition . He said IYUlkie was coins across at the r equest or eome 

ot his bi g money friends to investieata particularly tho oconoaic and 
political situation in Great Britain. These trie:'ll!a are said to 
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have been concerned about e tories t hat En(;land is • going socialistic• 
and this may have a bearing on the attitude of thaso people to..ard 

aid tor Dritain. You ldll recall that a few days •&a Uark Sullivan 
wrote a col= in 'lhich bo expr eosed &r eat concern rocarding stata­
t>ents by Dorothy Thol!l;>son that England would never be Ute same acain 
and tNt the 110rld.nj; groups would dama.nd a e;r.,.,ter share in political 
and economc government. Sullivan r aised rather bluntly the question 
wltet.'ler Acerican business leac!ers would want to support a nation wl:icb 

is evolvin(l into a socialistic econoJlG'. 

I should say that Al • s version or the purpose o! the 'il'illkie 

mission bears the st&!lp ot strong probability. 
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P I I 16, 1f41, _ ... 
.11 Otlll ..Ue4 w Ira I.N ... 1 .. a\ ,,15 P.a. wUII Nl­

wllil w...-. rwet ..... tide w ''~~• Sa '*1M .....u '"a'w 
....., 7fllll' ad'l'loe u \e .._.._ 118 ....U ,..., ~ Cld.at .... 1 

te .... ,.., •, '' .,,.,.,, te ...,_,. llre pw;n• ~ A•• 
Wl 1• ..U - \e WU w U..\ wnu r1a W '111W m ~ ucw\ 
lflr a ..., •• a\a\SJic *' be -u -' --. - wUII Ida 1M\ 
~ ..-lT •.,.... •&S" •nac w-u.. .. ~ ..... ....w 
•v.sa 111 .. .,..... !be , .. , Ula\ ... ., ......... Sa ........ .. 

~~~rtoerr.~ c--~ ........ ten-.,lllt.-.. 
I• U.. \o .U. 8 ..... .,.) .... ban Wl-.. W'll'de, .11 ..U 
._ bAd bM8 w.... \be\ ., 1'"1. -u --- 'Ill \II Ida 11111' \118 
• 'el.d tn-.. -. ww. -u.... Sa = a e~r n.n... ....,, 
!be. _.. '-de I, ftlna, a tinew et tile hn\ laUMal lak tl 
._ Jll'll, aDd Jellll ~. Ml'+• el ttle •nn • "•IW ~ • 

.11 \elA = \11&\ ....... 1 ........ I'M1 u. ... - \lie Wl111rS• 
.,..uu.. 1a Mt4 ftlJ.IrS.e - aeSaa ...... , "'- ....-n et -
et 1111 ll1c -. tr1..-. \o S....U.\o ,.un1arl., \lie '• ... 
,.UUMl 11\w\ta Sa 0..\ 1111.\aSa, ftNe hi .... - ..U \o 
-.-- .. ""'"*' .... , .wu. \118\ ..., ... Sa ..... ..salSaUe' 
.. tilt. ........ lllterillc - \Ill a\\1 ... tl \llael ,...te __.. 

1?6 

aU I• 111'1\aia. 1'• wlU ..-11 .... , • I• ._.. ... 111ft 111111-
.... a-.. Sa *la be s uat .,..., or w r s "'II-~­_..,........,, ....... ..., .. -u_ ..... __ 
• *' "'- w·• .. .,..... -u....., • sraew aan Sa ,.UUael 
_. .. --. .... \. NU- ,.,... n\lla' W.•\l.T \lie ....U• 
*'bw ......,__ ._, n 11 t u -u _, w ee 11'\ • wu. as.!~ 
u eoN!l'f'S.ae Sa\o • -.t.a11.IUe • .. • 

I .....U WiJ' \118\ .ll•u uwtl• et \Ill pw; II el \111'~~ 111rSa 
al.ll1a lleln \Ill''- et UW.C ;reM'''•llV• 

Copy ~ l.:r, Cochran, 
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!l. r• . J r: 

Ootrs tor: 

'-~uclll1 n 
Currie: 

H.:' .Jr: 

C: 

3.M. Jr : 

C: 

:u:.Jr: 

:! .M. Jr: 

C: 

Hello. 

Mr. Currie. 

January 16, 1941 
4:46 p . tll. 

Hello, ~:r. Secretary. 

La•~oh , I've Just been a l ittle bit more 
rushed than usual today. 

I know you have, yea. 

Could you give me a n inkling of what's on 
your mind? 

1?7 

Ye£. It'& a ouestion I want to discuss with 
you about an invitet\~n I have had to go to 
China for a little vislt, and I t ol%ed lt over 
~1th Fairey. He seemed to think it would be 
extremely worthwhile trom the point or vie~ 
or the Treasury bu t I wan t ed to consult JOU 

- ~<ith you further. I've encountered a 
little opposition here in my own building­
the State Department. 

Well, it would be intertstlng to me on one 
basts, that you take me along OP your 
assistant. 

(Laughs). Well, that was the next thing I 
was co111ing to, Mr. Secretary. I hoped t o 
borrow one or your people as my assistant 
who really knows something about the country, 
which I don 1 t. 

I mean, is it the Chinese who went you to go? 

Yes, and I didn't t ake it very seriously but 
I paeeed it along to the President and to my 
surprise he thought it was quite worthwhile. 
I'll look into it oretty oaretully and provided 
I can be back around the first of March, which 
means I 'll have to leave immediately - (laughs) -
in other words, Monday, and ao it was,a little 
bit rushed, tha t ttas all. Perhaps it e crazy, 
I don't know, but he seemed to thi nk it was 
worthwhile and Karry seemed to think it would 
be helpful. 
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Well , Harry's been wanting to go and I won't 
stir . 

Why not ? (Laughs) 

But as tar as I'm concerned your going, I 
think it - I'd be deligh ted. 

Well, that would be tine. 

1?8 

Jealous as hell, but I' d be del igh ted. 

(Laughs) . It doea ecund like e- t o be 
perfectly truthful I'm rather tempted becauee 
it sounds like a nice Junket and I never would 
get out there in the ordinary couree or evente. 

I think it would be very interesting. 

And perhaps I could be a l ittle helpful, 
I don ' t know. 

Well, you talk to Harry a& t o which man you 
want - I don't know which one you want -
but talk to Harry about it, will you? 

I'll do that, yea, Mr. Secretary. And that 
was all I had on my mind. 

Right. I haven ' t yet eent m1 - finished 
any memorandum ! or the President on that 
Eccles plan. 

Wel l , he's been so ruehed that I'm sure 
that doesn't make any difference. 

I don ' t think eo either. 

No, and he's trying to squeeze out a few 
minutes work on hi e Inougural - I don t know 

Well, I 'll be seeing you eoon. 

A!l r i ght, sir. Good-bye. 
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January 16, 1941 
4:55 p.m. 

1?'9 

RE BRITISH PURCHASING PROORAM 

Present : 

H.". Jr: 

Purvis: 

H.M.Jr: 

White: 

Mr. Purvis 
Sir Frederick Phillips 
l!r. Young 
Mr. Cochran 
}{r. White 

Were you up there~ 

I didn ' t dare to go. 

I think the way I worked it out entirely 
on my own and the !act that the British 
Government had told us we could do it , made 
a good i~ression; but we have got a few 
little thlngs. 

We are having troubles trying to justify 
the difference between the Federal Reserve 
Board's figures and our own, and the Department 
of Commerce's, and I want Harry White to tell 
Sir Fr ederick the troubles we are having which 
might have been avoided if nine •onths ago 
your treasury had given us the figures we 
asked !or, and now thef have got to work right 
straight through the n ght; and Barry White 
tells me that the figure• were there all the 
time. 

I 11111 not sure about t hat. I say the t the IIIli 
who knows most , apparently all the figur es , 
it is the fi r st ti .. I have seen him, and by 
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night we will baTe the data that I assu.ed 
the British would haTe , because I know that 
tbe7 are ver7 competent in getting all that 
stuff and had we had it , we would haTe been 
all - in the first place, we wouldn't have 
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had this last minute rush, and in the second 
place , we would han been able to answer all 
the ~ueatlona much more eaail7; and fortunatel7 
we w1ll now be in the position --

(Telephone conversation with Kr. ~arne Ta7lor 
follows: ) 
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H.H.Jr: 

'layne C. 
TDylor: 

H.M.Jr: 

T: 

H.M.Jr: 

T: 

:I .N.Jr: 

T: 

H.Y..Jr: 

T: 

H. J.I .Jr: 

T: 

H.M.Jr: 

T: 

R.M.Jr: 

Hello, Wayne. 

January 16, 1941 
~:56 p.a. 

Yeah, hello, Henry. 

How are you? 

Fine, and you? 

I'm alive. 

Well, that'e about all I report too. 

Wayne, Harry White ie working in hie office 
with a group from JOUr place and alao from 
Federal Reserve trying to make all three 
agenoiee' figures agree ae to what the 
English bave or haven't, you see. 

Yeah. 

We have the English down too. I don't 
know who is over from your ehop. 

Probably Amoe Taylor. 

Taylor. 

Yeah. 

And they eay it will take them moat ot the 
night. Nov what I'm hoping tor ia that 
when this is in shape tomorrow it they 
could bring it to your attention, and I've 
taken it up with the Federal Reaerve Board, 
and I'd like to get aome kind of a etatement 
that I can send up to Chairman Bloom which 
will aay to him that Commerce, the Federal 
fte aerve and the Treaaury altogether, with a 
poaeible exception, we may be out maybe 
' 100 million. See? 

Yeah. 
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But what I'm afraid ot ia - they keep going 
over and over it again - well, the Commerce 
eays one thing, Federal Reeerve eaya another, 
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Federal eaye tha t there ' s e1 billion and 80 
f orth and eo on and tne T'reaaury just had 
the wool pulled over ita eyea - I mean, 
meaning me. 

Right. 

So it t omorrow you could eend tor these 
boys and t hen when you ' r e ready it you'd 
ge t in touch with Harry White and ae I es7 
it it's possible, I would like aome t hing. 
The Federal Reserve Board says they're going 
t o give me a etet~ment and it I could ge t 
something from you ...•.• 

Be glad to have it. 
-

And then I could transmit it to Bloom and 
eay . . ... • 

l~ah. 

Ot nerwise , I 'm afraid t ha t they ' ll keep . .... . 

Oh, yeah, and you've orobably di scovered 
trom t a lking to Am os Toylor - Harry has -
that there has to be aome discrepancy and 
lt's Just a question ot Judgment and I don 't 
see any r eason lfhy we can' t ge t together on 
it. 
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We l l, it you would personally take an interes t 
ln it in tne morning, I would appreciate it. 

I will indeed. 

And Harry is available. 

Right. 

Thank you. 

Fine. 
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It isn't Allen you have been talking to . 

Yes, it was All en . 

You know, he was kept for three weeks at 
Lisbon . 

Am I correct in saying that this is the first 
time he has been in Treasury? 

Yes . He only got here yesterday. 

He only got here yesterday~ 

He started on the 20th of Dece~ber . 

~hite thought he had been here all the time . 

He is your (Phillips') assistant . 

So he only got here yes t erday? 

Yes. 

Well , be is going to get a good workout today. 

But you told me the other day he bas the stuff 
if he ever got here . 

Well, it makes it very easy for us. I ~an, 
when they put up a question - you see , un­
fortunately, somebody is feeding some of tbe 
reporters and some of the men on the Hill -
somebody who knows a little about it - and 
they are asking these questions . Is that 
all the interest payments? How about this~ 
How about that? Unfortunately , up to now 
we have had only net figures. That is , the 
results have been tbe same but there bas been 
no way of explaining. 
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I got a little excited because I thought 
good God , if this fellow baa been staying up 
at the Embassy all the time after what I had 
been through, it would have been easier. 
They are not guilty. That is another Lisbon 
tragedy. Schlesser, Lehman, !llen. 

Were they all tragedies9 {Laughter) 

All right . You a.re excused, Harry. 

{Mr. White left the conference, ) 

I just wanted to give him a chance - when he 
came in he burned me up, and I thought I 
would pass it along. 

They were after me the other night t o ge t 
thi s man on the plane, 

I was very much pleased with the acceptance, 
but I still have got my troubles with Jones 
and he says you weakened hi s heart, but not 
his head . (Laughter) 

The principal purpose of ~ calling for you 
was this . This whole question was raised at 
Cabinet again, of bow we could take over the 
money that you vaid out on the contracts, you 
see, not the way the Army i a doing it, but the 
whole lock, 'stock, and barrel. 

Stuff we put down in advance of deliveries, 
you mean? 

That is right, the whole business, the 550. 

Which is in anticication of deliveries, which 
means that it has gone further than the 
Neutrality Act originally intended, and that 
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that was to pay on deliveries? 

MY counselor isn't here, I refuse to answer 
it. (Laughter). All I know i s, the figure 
is 550 and Frank Knox read that figure, 
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Now, as a result of this thing , the President 
i nstructed Ur. Knox, St imson and mJSelf t o 
get together, you see, and, for your background -
I mean, Jones doesn't like i t very much, but 
he said if I would get somebody in touch with 
him, and I said I would get JOU in touch with 
him because it is contracts , or both of rou 
gentlemen, he would see you himself nrov1ded, 
he tole us , that he could do the traaing 
himself; so we all said he could do the trading 
himself, so if tomorrow you gent lemen will see 
him, he will see you; but I would get hold of 
Jesse and he has been given the job of negotiating 
with you to buy the 560 million dollars worth 
of contracts. 

The question is - l see certain things sticking 
un acout types, type questions I am thinking 
ol and also --

~ell, I am frankly alive and that i s al l. 
This was a terrific ordeal t o go through to 
get ready for . It is the most important 
testimony I have given since I have been in 
~ashington. l doubt i f I will ever have to 
give another one like it, I hope not. 

No. 

But you see it was particularly difficult 
because they asked !lr, Hull a difficult question 
and his answer was, "Well , the Bill was drawn 
up in the Tr easury." 

Regraded Unclassified



Purv is: 

H . ~I.Jr: 

Purvis: 

!!.'·' · Jr: 

H.V. Jr: 

Furvis : 

V I .. Tr : 

"urvis: 

H.'1. ,Jr: 

H.li.. Jr: 

- 6 -

I noticed that. 

So that didn't make life any easier. 

Oh no . 

But it is going fine, and Mrs. ~orgenthau 
was u~ and heard Stimson and said be was 
magnilicent. Stimson was grand. 

Good . 
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And so if you would get in touch with Vr. Jones 
tomorrow, maybe you can get somewhere . 

The last thing he said after dinner was to 
ask me to come along about the same time of 
night I did before . 

Well, maybe you can still go tonight, but 
that is the pri ncipal thing, and then I am 
still waiting for this --

Yes, you are quite right and really we are working 
awfully hard, but we are so determined not to 
give you - we had another long meeting this 
morning and another yesterday morning, and 
the statements are being nrenared ana we are 
trying to give you an absolutely finished 
product. 

Pill Knudsen said, .. ,'/hen you get this statement, 
tell the British that this statement is the 
statement to end all other statements." 

I have seen three statements of that type 
already. 

Well, when this one comes, this is to end 
all other statements ana the other thing, 
in making a report to you gentlemen on my 
daily work for you, at lunch we had Knudsen 
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and Stettinlus, and dld he launch the 
prioriti es at three o'cloc~ 
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He called me at 3:30 and he said he was shocked 
to flnd that nothing officially had been done 
about them, and at that point he had Blackwellsmi th 
and his Assi stant Dtrector of Priorities, Jim 
Towers, and Hill , the Deputy Administrator, all 
sittin~ around the t able going over these cases 
item by item to clear What they could tonight , 
and they would do what more they could tomorrow, 

That was a result o! the luncheon. Now, the 
other thing which I hope will be agreeable 
to both of you gentlemen ia this . 

t noticed that dur ing December other than these 
60 ships vou signed contracts for around 10 
or 11 million dollars. ~tile this bill is 
~ending , so thAt I don't wake up and find that 
some Conr ressman or Congresswoman baa said, 
"Well, I tliought you said the Brit ish weren ' t 
buying anything more , but in such and such a 
town they have just placed a contract, " if you 
could marshall your forces so that before 
signing any contracts you would let Phil know. 

All right. 

You see" 

De!l.nitely. 

Because I don't want to get up there- I ~de 
the statement yesterday.that !or all practtcal 
pu~oses you had stopped buying, and 1t made 
quite an impression, you see, and I don' t --

Even ln the press it was commented on. 
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Oh yes , and I don't want t o be caught off 
base . For the whole of December you only 
bought t en or eleven million dollars . I t 
oughtn' t to be very difficult . 

We are running i nto the area where - for 
instance , there was a terrible cable the 
other day about Rotax Magnetos , where they 
were hel<l up. 

\' ell , I promise you t hat if you get the t hing 
In here in the forenoon , you t~'i.ll get an answer 
before five o' cl ock;an<l if you get in here 
before noon, you ,,ill get a yes or no on it; 
and i f I am not here, Phil, you are author:zec 
to say yes or no before five o ' clock; so if 
you get it in before noon --

.. e will do that. It is all r ight·, there wi ll 
be more delays in our shop . 

On the Boeing, you (Young) wrote me about the 
Boeing contr act which they didn't sign unt i l 
the 11th . 

Fairey is down i n my office now and says it is 
all com~letely wron[ , that story. 

\'.'ell, you wrote it to me and I wrote hack to 
you to find out just bow long the delay ~as 
in ~n~land because we burned ourselves up on that . 

Surely. 

Now, t he other th inp, I told these reople, 
Knudsen - and this doesn' t agree with you ­
they asked me this question. The A~y has . 
got - Ur . Stimson has a way that he 1s t ry1ng 
to buy back some contracts . 

That is right . I hope with your approval , 
because we are constantly --
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All r ight, fine . VcCloy sent one of his 
attorneys to ~ house at eight o'clock this 
morning to ask me whe ther he could go and 
see Mr. Jones, because be couldn't get him 
to take over the real estate. 

Now, on that in the talk with Knudsen they 
asked me, "Well now, what about this ~oney, 
you see, that you get back. " It is the same 
thing you will find with Jones. And in the · 
respending of that money unti l the bill gets 
passed I would like to be consulted, if that 
is agreeable. 

Certainly. 

They asked me - l said , "We wil l pass on 
each case indhidually. " 

On i ta merits . 
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~hen I say "I ", I mean Young as my representative . 
And then Knudsen isn't foing to let any contracts 
unless we O.K. it , and am not going to let 
anything unless Phillips O.K.'s it . I mean, 
i n other words , Phillips is going to have to 
say to me , as long as he is here , "Yes, the 
money is here, • because today- di dn't they 
say that somebody said that they had the 40 
million dollars for those two thousand horse 
engines? 

That is r ight . 

You see? Now, certainly before 40 million 
dollars goes through and Bill Knudsen says 
to me, "Have they got the money?" I am going 
to ask the representative of the British 
Treaan17. 

Yes. 
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Yes . 

!bis links right up with our discussions 
this morning . 
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And t hen they will say, "How are you going 
to do it?" Which is ~~:oinP: to be , t o use 
Knudsen's l anguat:e , "the United States standard 
stuff and which l S going to be the bastard 
stuff. " That is what be calls it, He says 
anything that isn't standard is bastard ; so 
my answer was , "Are you ~etting neraonal?" 
and he said, "No, • and he said, "I am not 
£Oing to give any rule of t humb, hach 
contr act will have to stand on its own. • 
Is that all right? 

Are you going to be fairly confident about 
these so-called bastard contracts~ 

How do you mean, tough? 

Ia it a fact that you will be influenced pretty 
much by the question of whether they are for 
standard type stuff or for purely ~ritish 
types? 

I don't know what you mean by being tough, but 
I can t ell you what Knudsen said, that he 
i sn't going t o pass on any so-called bastard 
contracts. In other words, the contracts 
that the Army and Navy propose to let are 
going to be only standard . 

Coming to two things, may I suggest -­

Excuse me . So therefore, there is all the 
more reason that you should husband all of 
your funds for so-called bastard contracts . 

That is right . 
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Does that clear it for youo 

Yes, tha t is clear. 

That is quit e clear. 

But I didn't want to be movinP. so fast and 
have you say, "Well now, waitua mi nute this 
is impossible . " . ' 

V.ay I ask a question here which I think you 
will want cl eared and may be wi lling to help 
us clear? 

Yes . 

It is an easy one , I think. Sixty mill ion 
dollars of this Army Department money was 
allocated fo r ai rcraft, both sides agreeing 
to the situation and the orders placed. It 
was understood they would be for United 
~tates standard t ypes . Therefore, the Air 
CommJssion and the Army agreed what those 
were . This morning Self tells me that there 
is a breakdo'l'fll. Someone has suddenly said 
that they aren't United States types . 
Admitedly, the layouts and the materials 
are t he s~e, but the frequency of the radio 
is British and not the other. 

Now, he has held it up. I thought , will you 
help us - t am getting the formula, an~ t 
was going to ask you whether you could get 
Mr. St imson and Colonel Knox to agree that 
in contracti ng British type - -

I wi l l tell you what I am going to do . You 
have got to save me a little bit . I mean as 
to what use I &m put. , 

Correct . 
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You and the Ai r lilission wUl have to ask to 
see Vr. St imson some morning yourself. 

Yes, ~ood . 

Exhaust that first . Then if you find that 
you are turned down, then come to me; but 
go in the mornin~ early to see Mr. St imson 
yourself . Then 1f you fail , come and see 
me , but don 't use me up on this . 

Excellent . 

But I am sure if you get to llr. Stimson, 
you won't have any trouble . I am sure 
of l t. 

Good . Thank you. 

Have you, either of you ventlemen , heard from 
your home government as to the reaction of 
my test imony on the financial side? 

No, si r, I haven ' t yet. 

I mean, have you heard --

I t is a little early, isn't it? Would they 
have got very much of it ye tQ 

They couldn ' t get anything yesterday. 

Well, they would have had it in the London 
morning paoers today. 

Yes. They are six hours ahead. They are 
six hours, not fi ve, owing to daylight 
saving time. 

I got through at six, which was midnigb~. 
It might not have gotten in In the morntng. 
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I think l t h Yef7 probable wl th t hiDge 
as the7 go there now. 

It ;rou get •oaething, would ;rou -­

Yea, certalul7. 

I 110uld lib Tef7 ach to hue i t, beoauae 
I wasn't able to listen to &D1 Brlthh 
broadcasting atationa. Ill ahcrt nn r adio 
clldn 't 110rk lut night. 

I didn't get &D7thing on the radio either . 

It ;rou han aoaething, it would be '111'7 good. 
Were JOU satisfied froa 7our treaauf7'• 
standpoint? I •an, unc1er the circu.tancea. 

He wants hie counael. l ust a ai.nute. 

Well , under the circumstanoea . 

1.93 

Yes, but JOU auatn't forget, air, that r ight 
and necese&f'7 aa it was to giTe t hese flgurea, 
the7 are not known to the Brltiah public. It 
will co. ae a little bit of a shock to thea. 

Oh 7''· 
I wona.red whether the7 would publl.ah it. 

Oh, the7 will publhh lt all rlpt. 

I Uu't •a - I •at that oaoe hnlng 
r;lnn the f1C1U'•• to u , wre 70U ~&tiatled 
with the 'fl&1 I u11d thea' 

CertalDlJ, sir. 

Oh, I thlnk in the 80et ncdlent MDIIII'· 
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Once havin~ given them t o me . 

Do you kno~:, it was with a sense of relief 
that I read that whole statement this mornin~ . 
1 really honestly believe that we are poinl' 
to get a real benefit fr~m it . -

T am just as sure of anything that 1 ever 
was that rou never could have got ten this 
bill throurh unless we hHd rotten that 
infornation out . I am rositive of i t , recause 
~ooc r.oa , here is the Vice-President uu ~til 
~our oore days, ano he sat there for i>ract icallr 
one hour at Cabinet today ar~uin~ about how 
r ich the Empire was and that I was just a 
softie, Garner, you see , and the Presicent 
carr~ to my rescue because he saw 1 was ~ettinf 
more ana mor e exci ted. It i s the lest time 
uarne!' attends Catinet . But he kept sa~·ing, 
'".'.'hat is the mAtte!' wi th ::ory.enthau? 'h;el ve 
months a~o he said they hnd i t , and now he 
says they haven • t . " It i s all my fault . 

':.'ell, I felt like sayint , '",on • t Y.OIJ 11l ease 
3i t ao~ and read the newsraners , ' but I am 
just exrlaininr , you see , so I think it ~as 
ri -ht . To -o un and tel~ arout ho~ r.ell of~ 
vou r.ere er.d ask fo1• collateral an<! all t he 
'rest of that stuff •.••• An<! t he representative~ 
we:oe verr complimenhr~· , ,..co~le like Tinkh&J? 
and ~eoole like that . They were very c~colt ­
mentary. 

~eally , the fellow who had been difficult 
w1 th Hull? 

And <: rnest F.o&ers, very complimer.tary, 
perfectly sat1sf!ed. 

·.•:ell , you are on awfully fi rm ~; round for t he 
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future, anyway. It is very di f ficult to 
get shaken off that much. 

195 

It sets t~e basis - they say, "Why the bill ?" 
and the b1ll is because you people haven ' t got 
the dollars after this year, 

That i s right. 

One other thing that I want to say to you; 
in t hese t hings that I talk with the oeople 
that come down, you see, I know i t isn't 
necessary to say, but I want to say it. 
For instance, Forrestal called me up today, 
how could Foreign Products Company or so~e­
thing ~et in touch with the Bri t ish, and I 
said , Now look, al l anvbody has to do is 
call up llr . Gifford and' in about another week 
or so there will be somebody else here;" but I 
want you to know that if' anycody comes to you 
and says he is a friend of mine , he is just 
a God damned liar. Now that is plain everyday 
1nglish. 

Yes . They haven't tri ed it ~et . 

I have no friends, you see . I just want to 
make it perfectly olein. I have no frien~s , 
so if anybody claims or says he is a fr iend 
of mine, you will know that he is bei ng 
wholly untruthful. I have no friends. 

Well, I am sorry. You have one if I may 
be counted. 

Yes , but you don't want to buy any stocks. 
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WAR DEPARTMENT 
WARWP~ ... .,."-L.rrlti'P 

....,...,. ~ ..,_,_ .. 
W.-.tl~ 

I .B. ll 

.TUN&J7 16, 1941 

Subject• Britiab, .UU.d u4 hutral 
War SbippiJic Loaeea. 

Tbe tol.l.cori.D& 1a a tabal&ti"" or Britiab, .t.llled 
u4 DeUtr&l abippiJic lo&aea tor t.be ••et ot .lUIJMr'f 5, 1941: 

Groa• 
lfu!btr rw 

Britiab ' 18,208 

Allied 4 19,)48 

lle'Citral 2 

!OUL 7 37,556 

196 
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l • ..... u 
J--, 16, ltU 

,....,.,.. rat m c:.ur (11 ""'• 

.. o. •· x . ._ aft ~ u.. ~v \U& u.. 

lri\1ab baft )An - t ... \Ua etneiaUT ... ,w. fta1a 

a .._~ _. .- -.u1 1a tlda •uaw. 

-.. !lie lalF I'Ml rut-• ..,, a o..a _. o. •· x. 
dat.a 1a 1D U.. .,_._ •'diPS .. ~. O, 1 , I . ewwe \U& 

1\ bM De M--'e MW"'"' 1 .. '1! - \lie\ 1110001000 '- 1a t. 

ll•. Ia 'frll. 191.1, lrit.iall ""liP' .. fell ... 1.- .r 14~,000 

'-· !lie tan u..t -.n ~ w -"'-t.al ....,. .... aft -

anilable, \bat ... llillll\81"1'1 - 1a- aleMd, .. \U& ... 

lri\iab ,.w -' - be ..... tw •'"""'DI ell atfeo\ \be 

Br1\1ab e1haU. Wluwwq, 1111\ 1D 19lllrit.aia - h•" .. 

ohooo\ H ,..._, et .ae .t., &, r., t11en _.. Wi• w -v lri\iab 

v...,. 1D til& JaMle ~· • at ,......., ... \A&l ..... .r 

lr1\1ab W..,. - It U.. \II&\ a\ ,...._,, ~ - .ell -

+ •n·l aht,S... \o U. 1. 1. 1 . , ~ aoa.,_.,... at~ t=\ 

·~ - ~ \ha a\ ~\1 ...t lrit.a1a - bw11 DI 2,000,000 

'-a.,_ tw ,._ _. Itaq, !Mia~ ell \ll!1atl t...w 111 Wl 

1\ u -u.r... tM\ •ta .. -• at 25 ,__, • a-. .... _ 
et ~ u au..nla" u twa,...PW\1a&W_.\II!e 

t1cve .r 11,ooo,ooo w. u ... WI w. ""'..._ _.,.., .r 

.......-J.a, t. lat fw 1Ml.n., pw ...Uw \W ._. w 

..... tlda ne-e. 
2. w iat..U• -"el!l• ,.taw w u.. rndMJ.a \W 

Bri\1.1111 • ..._ .. ~ will -' be 'l'lW ~ ltU it U.. ..W 

.._an t••••• -~· 

tlr 

Iael. 

--·LJ• JllYI, 
llr1pdiw o-..1, '· I , ln/l, 

.l&UIII AMUta\ Clllat et 1\att, o..a. 

CONFIDE:, I' 
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SSI'DIATE OF BRITISH liZRCHA!IT SHIPPING SITU.\TIOII 
Caaparison or II .I.D • ...:! 0 .11.1 , Data 

(o.~ .I . Data •• o! ll/J./40 unless otluorwl.se ind.icat.ed; II.I.D, Date undated) 

Srilish !llpir e Sh.l.pping Situation 9/l/39 ••• , ,,. 
Neutral Shippins on Time Charter •....•••••• •• •••• 
Keulral Sh.l.pping on Voyage Charter •••••• , , , , , • , , , 
Shipping Conquered Countries Available t o British 
?urehuod tr011 Neutrals , including United States. 
3ulltin Flspire During War .......... , ...... , ... 
captured Sh.l.ppin& ...:! Trene!ers !rora Great Lalces. 

Gross Total ATailsble •••••••••••••••••• 

Su.UC lNrins the ll'ar, British, Allied end !leutral. 

!let Total Rell&lning Available .......... 

lbLll.· Q:..!!.l. 
GROSS TONS 

(oyer sQQl (over 16ool 
18,000,000 1?,?50,000 
3,soo,ooo 3, m ,ooo 

7001000 500 I 000 
3,0001000 J , OOO,OOO(est)• 

250,000 407 ,000 
1 ,000, 000 .829,000 
l .QQQ,ooo m .ooo 

27,750,000 

5, 000, 000 

22,750,000 

27, 271J, OOO 

3,800, 000 
(4.)50.000}1 

22,920,000 

over 1600 
llinl,..,. Sh.l.ppins Required t or Empire Needs, inclu­

sive or W.1Uary and Navel Use and Ships under 
Repair - a Rough Estimate (British Shipping over 
1,600 Tons in The se Categories Fell to 141 1,001000 
Tons in 1918 '.\hen Principal Jlovement A .E. F. Was 
Tak1n_g Place . ) . . . . . . . . . . . • • • . . . • • • • • . . • • • • • • . • • 18 .QQQ .000 

Present Surpl us over Bare llinimllll ...... 

3/lplre BuildJ.n& Durin& 19t.l, Est.beted .......... • 
Purchases tr .. Other Then Occupied Neutrals , 1941 

4,750,000 No accurate data. 

1 , 200,000 1 ,165,000 
2SO. ()()()H 

Gross Surplus Available, Dec.,.,er 31, 1941 6 , 200,000 No accurate d&to. 

"'"•bable 1941 r.ar Losses Based upon Present Rate o! 
Sinldng ... ............................. . ..... , 4 .70Q.QQQ 4,100,000 

Net Surplus as or Dec . 31, 1941, over 
Uinimwo. ..... .. ... .. ................. l,SOO, OOO No accurate data. 

***Believed low, but no accurate data avalbble . See opecial note attached, 
"*Believed a reasonable assWIIption. 
*Total t OM"Se• of Belgium, Denmark, HollAnd , and Nor116Y ""'"" appro:dJoately 
S,7oo,ooo tons, No data a.vailable as t o ..mat proportion o! this tonnAge 

'

!light be c1aaeif1ed under this headin&. 
1t end ot 1940 , 

OONFIDENTl A L 
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OONE'IDENTIAL 

82'9' t1 Jott 1ro Aocwyr D1f %Jblt 

Tbe War ~~ ficure 00 w1n1- abippiq ~ 1.a 
baaed upoo World •• B.eeorda and til,. eDJ'1)'8 a ovta1D pnc-~ic 
atatll8. h'oa 1914 to 1918 claiJT procllu:u and othar toodll tor tbe 

United JCineciOII were illl>orted troa Ule LolrlaDd.a 8Dcl hllleaJ alao 
the Modiurran.c lite liae wu Mintainecl with alii!Jt illt.rrup.. 
tioo to 'fital tracle. The owtral SCIIIdilla'fiaD and IberiaD ,...aala 
wera .-p1oyed 111 the llr1.t1.ab • wl.T traill aa ... u aa pU"U ot tbe 
h'eDCh &Del ltaliaD _.cbaDt Ml'ille. Y.t alter u. S. ct1'7 111to 
the 'far a jor clia loeatiooa of o-.l trade rout. ,..... ..,.YOiclable. 
!he oxaaple ~be pertiMDt. 1lben ~- wer. DMclecl .,.,_ 
eeaa it waa found that ool.T the .... aela ot the Betbleba Steal 
c~ whid> broupt ore troa Cuba bacl auttioictl.T lara• batcll­
wqw !or loacling u. ... anc111... Jll&l1ab ore ...... la ooralJ..T -
gaged111 o&rr7iA£ ora troa SpaiD bed beaD cl11'111'ted to tr~lll•1 
eroaatnca to f81'1'7 coal to ha~~oe. The u. s . Oon~ took 
troa ita c.~ eoaatal trede a auttioiaDt. o1111ber of ,... .. la to allb­
atit.ut.a tor the J:Dgli.ab ore ,. ... ala 8Dcl aut tiMa to llocl....S, 
took the llocliob ora ......U 8Dcl a-n u.- to CubaJ u. ... tbe 
origillal ...... 1a co the Cllba rc abippecl 1o-u,... allroecl aDcl 
the Betlllab .. Staal C...,aJ~iT broacbt 111 CllbaD ora w1 til Bncliab 
shl.po . ttl,., ceeptillg oo the e1,.in baai.a of put (....S r apicll.T 
ebaDg1Dg) exparicea, 111 • tiut.e of tODDage required to ••U!D 
Graot 8r1ta1111 a war e ffort 1.a unpraclietable. It 1a Ullcleratoocl 
tbat tba llariti.M Coeaai.aa: OD 1.a o010 at.naliDC witb t--ee re­
qui.r....,ta for u. S. atrat.agic at.ariala. tb1.a prob1• 1.a one 
tbat would appear relati1'al.T diiP1• but baa - cootoUIIcliDc 
r&ll1ticatiooa. Ina Lore! LothiaD' a at.l<IT cloea DOt. at'-' to cCD­

nrt to allippW l!C!I!1r•'4' the -~ ot foocl eel at.ariala ot 
_. wbicb tbe at.ooclr aqa will be .,.qa1recl t o proaeOilt.a the war 111 
1941. 

CONFIDENTIAL 
- 2-
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,.....,.,. 7, 1941. 

5TilCTLI COIIflllliiiT:W. 

Subject.• ~t. ""' U>e IU.l1\&r7 1114 llan1 111~­
-4& ca U>e llriU* SbJwilli S1\a&Uca 

1. lll.llt.u)' 1Dt.ell1&•• ~· with ..,.. ocaoluica \bat. U>e 

~'"""' llrit.ilb all1pping ai\uat.I.CD t. not. crit.l.aal . I&Yal lnt.elli&­

odopw u.. aat• wt. in...aJ.uJ.,.. approaell that th.,.. 11 1nntfiet ... t. 

data • d t.baretora •• -1u~- be r--. 
2. .. - t.o the aCDolll&iCD that. the pre-t lr1t.iah poa1t.ioa 

11 DO\ •it.l.oaJ. .... \IMiqll nr •tJ.a\M \llro'bolat _. - IJH&t.iY&, 

111lit.a17 iat.ell lcen .. 1a -" bol4u IIIII •-• 011.\ dth tha oonclu1oa 

&hat. .,.,. c:m !leclllll a~ )1, 1941, Ula an.u.a orUl ••• a aarplua ot a 

eill1011 and & hall' \c:ma of ahippin& OYU' el n ! - r &qulr-nta , J11r 

-ondu , I b8llna, 1a ...,.. ooJTMt 111 poillt.in& ar.at. that the Sr1t.11b 

- .......... ot •hii'PI.ac •ailall1a r .. -u.a-toa "'w and al>GYa 
\hair pra-t. """lua-at.a. U 1a, t.be ... r.,..., p.rol>ab)J' ........U.UC t.o 
c«<Cl- \bat tbe llr1t.l.ab 'e1ll ban a ....-plu ot ""-• at lila - of 

1941. 

). Tba ap,Pl'OMb ot b.ua llaYal •<I 11111\arJ Illt.a~- 1a •-­
what ditfv..t boa-.. no., bo\la, lor __.,., 1Dolwle tall..-. witll 

all OU..r ab~~ ~·· 1e ooool:ada Uoaa a1n .. Ula lritiab \elcal' 

poa1t1on 1a &oa<l &11<1 t.M a-.1 tw t.ua• tr"'p 1a bl«lllJ' epao1al1-. 

TM lir1t1ab - wi\11 u .1.11 UU.a, 

4. iiUle no\ atriat.lT ~t, U 1a ia-\.ias tbet Nan1 

ln"'l.Ucaacs dee& oot. ueept t.M Jlii"'b""USV \bat. \M lir!.Uab baY& 

loat .....,. t.oaMC& Ulu ta.. lwta ottiaS•P r aola1tw. 111llt.&r7 

lDIAll14._• 1a ...... allapt.iaal.. Jia !!!!!! \bat. t.llq baY& l •t _.. 

"-ia Ula the, baY& ... u-... 

IJII./Ja 
2/7/41 
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P.AlW'llliA!& OJ' m · ... •M UC3IVD 

FROK: Aaerican Legation, Liebon, Portqal 

DATil January 1&, 19.1, 10 p.a, 

NO.I 17 

205/ 

The following ie etrictlJ confidential troa MurphJI 

On Deceaber 23 I wae told at~Dakar bJ Valin, who ie 
• 

the director ot the Benque de 1 1 At!'1~-· ~~c1dental, that 

the French ailitary autboritiee at (o~~n) nov ha•• 1n 

their c~etodJ 1,260 tone ot the Bank ot Franoe1 a gold. 

taru 1e on the Senegal R1Yer in the J'renoh Sudan, and 

troa Daltar 1e about 600 ailee d~l eaet. Wear the town 

1& a tort which hae reinforced concrete caeeaente, and the 

gold 1e etored ·there. 

There 1e etored at J:eyee 63 or e• tone ot gold belonging 

to the Bank ot Poland and 200 tone belonging to the Bank 

ot Belg1ua, in add1t1cn to the Bank ot J'rance 1 e gold. 

Valln told ae that at the 1netanoe ot the Geraana, 

all ot the gold belonging to Belgiua and Poland 1e now in 

the proce .. ot being tranaterred to France b7 plane, tor 

del1YI!'J to the Geraane; be ea14 that theJ were handcntte4 

end could not do 81l1th1118, that thaJ did not own the gold, 

and Be1g1u and aoet ot Poland an nDV controlled b7 the 

Germane. 

I put the queetion to Valin whether th~e tar there 

had ar18en the aaner ot eb1pp1ng French gold tor del1n!'J 

to the Oeraane; he aaid Yigoroudr that 1t had not, end 

Regraded Unclassified



• 

-a-

and that the Oel'll&llo wo1114 lleYn' be oueoe .. flll. 1a OIIPhl't.lll 

tbl sold beloaciaC to Pruaoe . 

I ba4 a talk Y1UI. the l'fPJ'eoeataUn Of the llallk of 

Poland, Miobalok7, wl1o 1o 11l Dakar Y1 th tlw Polloh pl4 

at pruent. X1oh81ok7 ot1ll bel1eYd that the pl4 beloaclJII 

t o t he Balik of Polall4 waa at ia,11; qpareaU.7 tba 4ee111oa 

to tranafel' 1 t to E~ wu llOt u4e lmftll to hia, 

IIID or asSAO&. II) 

~lo; 
.... 

... - .... 
""'"' .:!1: .... 
~ 

" ::! 
' .:... ;;&._ w• _, f:! o t."' . ...... & ~ ... -

u:unr 
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Secretary of State, 

Wt.~h1nston. 

14, January 16, 11 a.11. 

G!li.J 

O!'!li.L 

Dahd J&IN&J'Y 16, 1941 

Rte 14 2:31 p. co. 

tho breakdown of t he conference held thit week at 

Ott••• to revtae the financial relatlonabip bet • een the 

Do~ lnlon and the nine province• before it • ••n reached 

tho tttp of d1tcuoo1ng t ho Siroio propooalo on their 

•erno wao due 1n :part to tho poroonal pol1t1cal 

acobitlono of Premier He pburn of Ontario and In port to 

the aurvlv&l of a sect i onal epirit which cadc certain 

~rovinces unwilli ng to surrender any t~inc ~owera to the 

Do~inion Government unless in so dolnc they could drive 

" •ood bargain. 

AI t ar .- war financing 11 concerned. the 

I>Mi!nton O.o·•erD:~~n·t will undoubtedl.¥ aoon ha•• to 1nTa4t 

tax fields hitherto reaerYed !or tbe ~ovlncee, end to 

ta*te other Paaurea (for lnatance there haa been eo;M: 

talk of eventually rationing gaoollne which tho yrovi~c•• 

tax heavi!T) t hat will curtail provincial revenue. Tho 

financial wel l being of t he pr ovince• will for t he root 

of the war be a secondary considerat ion in Ottaw&. 

Unleoo 
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~--~-.,~~· .. 
JAM8 to a ,.., 1 "1 et tM .... ,Ia, tM t.u etten. 

of '" t.U.. \o vue .-... - ... J:r .. hut• ., 

""""" all4 eqn41hft wtwea ._ Daatetoa _.. U. 

prodDC•• will ~ lie feU after \1111 -· a-..• 1 

41tficul.U•• 1D "'......UC \o a ,eMe liae eoo-. ..,. 

boWI4 to lie _,.ute« 1IF \1111 • ....,. .. all4 •• u. 'lllole 

-tbfaotol'J t!.Mael.al ptonn ft1all will U.a pl'ftail.. 

llAc'• preotlp--\1111 finl tbal bae ••• IIMlt Ilia 1a -

aoolha-'bv.l lll• reopou1'bt11t7 for U. 'bl'lal< 11 10 ol..,.J:r 

foCUio4 oa rr .. ilr llap'barn tbat till latter, altlloacb U. 

1..-dilte Yictor .., prlYI ll>.l ultiaet• lo .. r. 

Cow:'bJ 

-'& 

• 

... 

Regraded Unclassified



111 rtpl.J refer \o 
ll 463,00 I 196/ 

J,I.I./913 

., a.-­
_ ... , .... 

J_, 16, 19'11 

!!be lleor•\11%7 of lta\o pre-\• hie o~S..\o \o 

U.. llo110rUle \he llecre\a')' ot \be !u &/ """' aeloHe 

herwi\b M oopl•• of a ~ of Mlecna ""' 7 

aaw J--r 111, 191!1 \o "'- .Dert- I.ecaUoa a\ wcr• 

wi\b hrU..r ret- \o \be eel• of pl4 'J \be Duurn 

1/atioul. JeAir: \o \be 1.1.1., aa4 \be tale of a eqaiftla\ 

&1101111\ of pl4 'o:r \be J. 1.1. \o U.. laUoul Jal< of 

lll&o olaTla. 

llo.<>lo wrea 
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pAJI,IJ'I!IU..SI OJ' M ·1llli•K Sll'l 

!'0: A:erie&A Location, leJ.cr.U. 

!a!!J: J~....rt 111, 191!1, 9 P.ll. 

~:o. : 1 

n oM 'i'JIZASURT. 

Re!oronce io made to Legation' • no. 17 ot Jan. 11, 

ond our no. 2 ot Jon. 6, 19111 . 

i'ber• are tvo tranaactlone vhl.ch are concerne4.t 

Trt:~oo.ctlon :>o. 1 1nTo1Teo appro:d:attl)' ont million 

do1l&ro or cold; bSWillCt ot a lieenot t or Ulio tun.-

action bAt alread¥ 'been made. !'rena::<:tlon no . 2 in-

Tolno ap;>roximatel)' hAlt a lll.llion clollaro ot cold! 

the lieenu application it etlll avaHi nc action. 

l:.\:GL: ll$1) 

462.00 R 196 » . I.S./913 

U:KSG 

ell: cow 

lltlLL 
(l'L) 

21.0 
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21.1 

~~ or mawt• ltWif&D 

no1111 .taerJ.oan Oonaalate, Dakar, J'ranoh Walt .ltr1oa 

DA!II .Tam&ar7 18, 19G, U a.a, 

110, I 26 

J'Ol ~URr. 

!bw Balik ot J'rano•'• pld 1e eUll 1n the J'renoh 

811dan, at 1a1e1. Repl.ar Iir J'rype plan11 are being ue4 

to etnd to J'ranoa the gold b elonging to 'Stl81• and Poland. 

Aooor41ng to rq 1ntor.aUon, thl ret11rn of the Bel81an and 

Pol1ah gold vu d .. andad b7 tht Gal'llalll. 

V.USOI. 

... .... 
('1 

:;s 
.... 
f-
'& -

141LW 

Regraded Unclassified



21.2 
TREASURY DEPARTMENT 

DAft IDaZT 161 1941 

SICliiTARf .,.......fiWJ 
o. s. Cox 

H. R. 1776 

Ill cocmeoti<xl with Ooagroa....,. l'iab.' 1 aald.ns s.or.t.&r7 StS..CO. 

1t the bill OliPOftred t.b.a President to ci.,. a_,. t.b.a 1&"7, 1'1ab. aaicl 

be bod bHn IID&blo, b7 rouOD of t.b.a cUttONDOoa 1a 70fiJ' aD4 

S.cretarr lliUl.' 1 t .. ~, to be al.ear 1a 1111 II1Dd u to 'lba t t.b.a 

bill prorldu Oil tb.1a poiat. Ooagroa...,. l'iab. &lao aaJ4 .we 

S.o~tar)' StiMOD was test1f'11Bc t.ll&t 70il rouraolt bad a4o o0Dtlict1Ac 

atate•nta about t.b.a c1'f1A&: a_,. of t.b.a I&.,., fioll etat.d tllot 1a 

&ns .. r to a quoati<xl polt 1>7 Ilia, 70il aaJ4 t.b.a Pru14oat waa not 

••ponr.cl to ci.,. • ..,. tho 1•"7· He added tllot 7011 bid aas.d, 1a 

&DISftl' to &IIOtllor •lliber of t.b.a c-ittM later Oil, tllot tile oquip-

.. nt polrOiloeod rltll tbe tl7,soo,ooo,ooo ot .s.tooao appropriatiODa 

could UDder t.b.a propoeod b.1ll be ciftD • ..,.. 

Clloizw&ll m- aD4 Ooagroaa8&11 loiD80D both atet.d t.ll&t 7""' 

bod not aas.d uq I1IOh th1Ac aD4 til& t tile rooor4 -.14 allow 'lba t 70il 

did 117 Oil thia IIUbJoot. 
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fbe Seor etar,r would like to ha?e &01 
o-ut 7ou 1UJ oare to uke on this. 
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' 
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(S~)A7-2( 1 ) • 
Serial 023316 • 

DEPARTMENT Or THE NAVY 

Of'f'tC:t: or THr I C:atCTNtT 

WA8HI .. OYQN 

JAN 10 1941 

Dear ur. Secretary, 

Att ached is a cow or a lAtter 10111ch i.a 
beilJi tanrarded to all. .t.Mrican .... . . uan1ne, 
red.l.o, and news pbotop-aphic •ncl.ea in tbe United 
Stataa and ou.tl.ying possessiona, 

TIU.s letter is beilJi •nt with the thOUght 
that TOJ.untary censorship on certain subj ects 1118ht 
be ad.Qpted by tbe agencies in the int.erost or 
national defense s o far as the llavy is concerned, 

Yours sincoreq, 

Enclolllll'e 

The Honorable Henry l.!orgenthau, Jr , 
Secretary ot tbe Trea8Ul'7 
Waehincton, D. c. 

f r.k y:,.,ox 

), r 
.......... '-+-

:;1? 

•• 
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(SCJ.1.7...2(l) 
Serial !fo, 0298916 

co:mn::m& 

IEPAR'I'IIIliiT Ol' THE IU.VT 

Office of the Secretary 

December 31, 1940 

218 

As thO present emer gency has become 1r0re critical, many news, magazine, 
radio and photographic agenci es have requested me to advise t hem as to the 
maMer in which they can make t hei r service• more helpful to the Navy. This 
cooperative attitude is much appr eci ated, 

Speaking net onl;l as Secretary of the llavy but also as a forJ:>er newspaper 
!"'bllsher, I believe that if further assistance is requested of publlshi~ agen­
cies in the interests of national defense , it will be gladly exter.ded. 

At tho :oo=ent, the Navy finds itself seriously !ampere<! in the proper 
eondue~ of i t a preparations for the present eMrgency because of dissellin&tion 
to t he public - and thereby to un!riendly powers - of certain details concerning 

these prepera tiona, 

Your cooperation , therefore , is requested after January 15, l9Q in the 
avoidance of publicity -- unless announced or authorized by the Navy Depar tcent -­
on the following oubjects : 

(1) Actual or intended IDOVOJoente of vessels or aircraft of 
the u. s. llavy, of units of naval enlisted personnel or 
divisions of mobilized reserves, or troop mov.,..nts of 
the u. s. IJarine Cor ps; 

(2) (llention of) • Secret" techniosl U. S , naval ...eapons or 
dcvoloJD!Dt thereof ; 

(3) llow U. 5, Navy ships or aircraft; 

(') u. s. lia'7 construction projects ashore. 

In oald.~ this request I llioh to ass ure you that the Navy Departoent 
r.ill continue to release wo:.OS.tion concerning the foregoing subje>cts to an 
oxtcnt that 1a consonant llith public interest and with the effectiveness of 

the Navy' s preparations. 

A similar confidential l etter is being sent simultaneously to all the 
listed Atoorican press, IJIIl8&zino , r adio and photographic agencies. 

51ncoro1y, 

I •I FRAIIK KNOX 
Secretary of tho Navy 

Regraded Unclassified



TOt SecretarJ llorgent.bau 

PR<:a!: llr. OutOD 

J~ 13. 1941. 

'PW'I ' !'MI 

With retareoee to the conti.denti&l letter to :rou rna 
SecretarJ Knox, dated .lanllU'7 10, ADd the ccnti.d&till ldMograpb 
ot a tono letter to 't'&l'iowo zwnpapara • acuinaa ADd - u­
wtiona: 

(1) I note tbe circal&r letter bu alra&4rl>Mo 1111t out. 

( 2) I th1Dk 1 t llllllisa. 

219 

VolWlt&r7 ~ssioo ot n ... 11 a ftry nJ:aable inatruMDt 
in a critical -rpl\C7 • but it should not be Oftrworked. To uae 
theee poftre in the present eituation 1a to 'IIUicc their autborit)" 
'IItten a real amergenc7 occurs . I don 1t think the nenpapare llld 
ma;:azinetr are printing ~g earioull7 det.r1mentll to the llationll 
interest at thie time. 1lben thq do eo indJ.rldual eaaae could be 
handled eeparatel)'. Poreig11 agante probebl7 mow u lllOII or more 
then erv Allerican publication bu printed about om- llilit&r7 •oecrete.• 

• 
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tlat--.wte...s- n , _ _. __ 
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(l) I .n. ._ af.nd,w latW 11M all It .._-' -. 

(2) I u.sllk 1\ ' •• 

fel•'-7 s as '• et - lt • ..., "'rl'· w.. ' 
sa a enUaal a '• -.. u ...u •' • 11aw' ', • -u.. .. ,_. sa • ,. 1 ' et-.au. 11 '- _.... ..., w· ttr 
...... .-1 a .,._... 1._,, .. ._, o o •• 
••• ·-- Jria\iaa....,., ~ .. _,, w- .. 111\UMl 
11-.n" u.s. "-· ........................ - ..w .. 
bee .. ....,...a,. fwa1ea .,.na pn> t';r .... • .... Ill'-
....... 2 ,_,, ........... ~ ........ ~..,- .... . 
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TREASURY DEPARTMENT 

11U111.U'1 14, 1941. 

J.bout S.cre~uy J[Dox' o letter OD oenaoroblp: 

I t bllllt tbl.a •~•P OQ&bt to be take, b11t olll;t Oil the toll.,.... 

I QS two coD41tiODII 

1. 'l'llot Dlftl. pollq, U 4latlDCt tra. DAftl oporo­
tlODI, aboW.d coDilmao to be dlaCI&IM4 portoctl:T 
treell' ill the _.. alld •l-ore. 

2. That the......,,.. tor S.Oretuy J[Dox'a eoUoD 
aboW.d be expldlll4 liJ the Pfta14ut baaelt at 
a pre•• oolltereDce, or It thet Ia lapoulble, bJ 
Saoretuy J[Dox at a P"M• coDterellAie. Seorotuy 
!Aox•a letter, wltbo11t • ., other public explllll­
tloll, will aou:n4 arb I truy an4 arouae wbolll' u:n­
Dec•••ar.r aDtagoDIO.. ID the p~&bllo a1D4. 

7. k . !'- · 
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Jaou&r7 14, 1940. 

TO: s~cr•tary Morgenthau 

FRO~ : ~.r . Schwarz ~ 

s~cratary Knox ' s circular is hy all odds t he best 
rn•thod for an initial approach to thP problem of controlling 
d•f•ns~ in!o~ation . The only question it l~aY•s in my 
Mind is one of timing- -whether th• situation is such 
today thst m~thods indicative of war-tim~ censorshiD are 
rrarran t..d . llo matt~r how much stress is laid upon the 
!act that t he Navy circular calls for voluntary coopen.tion, 
! u convt nced that many editors and news agencies 11'111 
cor~id•r t hnt the moral suasion of the Navy Department 
is oo grAa t today as to make th~ request tantamount to 
an ord~r . 

AlrPady I have h~ard grumbling from mcmb•rs of press 
association bureaus here in Washington and I ~hould not 
b• surpris pd if some i solationist newtpapr.r like the 
Chicago Tribune w•ro t o violate the oonfidenc~ r~quested 
by t h• llavy and cite the circular as evidenc~ of a furtb•r 
drif t by th• Administration toward aotual participation in 
v1ar . 

Uy o•m f•~ling is that th~ great major ity of our poople 
ar• not fooling themselves about what thpy now ~·an by the 
wor ds "national defense" and, with such an appraisal of 
,ublic opinion, the i mplications of the Navy circular should 
not b• unpopular. Certainly, assuming that our current 
rilitary situation i s such that the r~qu~st•d r estrictions 
ar• nec•ssary, I b'!llieve t hat S•crota.r y KnoT. has b~en mse 
i n starting with a requ•st f or voluntary coo~eration rather 
than by invoking imoediately all of th~ l .. gal authority 
that may be a t his command, 
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TREASURY DEPARTMENT 

.,.,. JanU&l")' 16, 19~1 

TO 8eoret~rr orgenthau 

lolr . Haa • 

. 
I oa1led Kr. Leon Hendereon with regard to the 1nTeat1ga­

t1on ot bank et ook purohaaes. He aa1d that the ohart wh1oh I 

had aent h1JII had esoaped his attention untll 1aet enning, but 

that he would atart working on the utter 1amed1ate1;y . 
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In' 
hib&Cil'i Cl a= RIQ.IIIICA'I'ICIM 

.. ,.. ,UllaJT 16, 1,_1 

TO 

"""' 11r , H "'·~· 
In fur r reaponae 'o 70.r reqae•' of Dee .. ber 2&, 19)9, 

there 11 auba1 Ue4 hel'fti 'b for tbe D1 YU1on of Jleaearoll u4 
Stat1at1o• a ... oran4ua 11•'1AC• W1tb brief 4eeor1p~eDI, 'he 
1 tud111 or proJ••'• ooaple'e4 or 11114tr wq, &D4 tbe nata ot 
peraonl vorkJ.Dg 011 taoh, for ~. aon'h of Deo .. btr 19'o. 
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ror oonYenienoe or rererenoe, the e~u41ee 11ete4 are 
grouped under general eubJeo~ hea4t. 

1'he nuu ehcnrn tor pertont worlr.1DC on eaoh projeo~ 
1nolu4e onl7 ~hoee Who par~1o1pa~t4 ta1r17 41reotl7, at 
txPla1nt4 1n the 1ntro4uotor, note to the oorrt~pon41nc 
report euba1ttt4 on Deoeaber 24, 1939. Mo at~.-pt hat b .. n 
aade to ooYer alto pertone whote re~one1b111t7 1n eaoh 
part1oular oaee wat ••1 nl7 1n plann1ng, tuperY1e1ng, or oon­
eult1ng. 

1. 

2. 

3. 

~. 

F1nano1al AD&lz•1• 

I . Projeote or etu41ee oo~~plete4 

Mr. MurphJ, Mr. 

1'h1e reY1ew oonta1ned, 1n a441Uon to anal:yaie of the 
current a1tuat1on, the following tpeo1al etudf: 

'rhe aarlr.et Yalue ot tax exeapt1on (page 3). -
Mr. 'rurner 

In oonneot1on w1 tb 
wae prepared ooJiq.1DJLDC 
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Two tables were prepared ot robable Yield bases and 
oremiw:~s of a suggested Treasu.r -year Defense note. 
and a 1-year Defense note, an were compl e ted on 
Oececber 9 and 16, respecUvely . - Kr. Turner, Mr. Conrad 

7. At t he reques t of ;.ir . Hetfelf i n .er there were prepared 
a oable showing the 
i 

Seven nrooosals or the RFC, tnat t he Secretarr or ~e 
~reaaury requ~st tha• corooration to purchase the 
orpfprred stock of banlta , vere aY.am1ned. - J:r. Hur.>hy, 
.. r . ~urner, >lr . Purvis, l!r . StringhM 

ieoue t he closing 
;a· ice and yi el d that ~ay, the change in price and yield 
!rom the p receding day, !Uld t he p1•i ce ran<;e since date 
or issue and Ill so for the years 1935 and 1940 to date. 
~ chart for each issue was Ne pt up to date showing re­
cent daily price and yield fi gures to~ether with coo­
~arative monthly data since 1933 or since date of issue. -
:.r. Bro101, •:r. ;.:oody, !-lr. Kroll 

l J . At tne requ est of the Secretary, arranceuents have been 
.,ade to secure oeriodic&lly froo the Sri tish Purcl:aei~ 
Co:cieaion cert&in i nformati on re~ardlng purenasea in 
t he United States by the British ~oire . - Mr. Haas, 
f!"r . Lindow, ~:r .! !arch 

(1) lleeltly statements are r eceived coveri ng the 
itemized ourchases by British Empire Governments 
t hrough the Commission, the itemized purchases 
made by these Governments with t ne knowledge or 
the Commissi on but not through Hs tacili ties, 
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and 1Dquir1ea made b:r the Comaluion or v1th ita 
knowledge tor future purohaaea. Siallar atate­
aaents are received shoving, by iteaal~ed contracts 
deliveries Clade Ylth respect to orders placed by ' 
Great Britain through the Commission. The detai.ls 
with respect to orders and deliveries are claa­
aitied b7 some twenty-five commodity groupe de­
signed es pecially tor t he purpose. 

These data are reviewed and edited in the Division 
eaoh week and a report i s t hen prepared summari~ing 
in dollar volume the information on orders and de­
liveries, by commodity groupe. This report eon­
s1ata or eight statements: the tirat three summariz.e 
orders placed b7 the individual governments or the 
Br1 tiah Emplre tor the current week and the totals 
to date; the next three statements aw:c>arit.e total 
or¢era or the British Emnire on a hlatorleal basis; 
the last two statements present data on deliverlea 
with respeot to orders placed by Great Britain 
t hrough the Br1 tlah Purohaslng Colll:llssion. These 
weekly eommodlt:r state~enta were prepared on 
December 6, 14, 20, and 2$, and were transmitted 
according to instructions by the Secretary. 

(2) The Commissi on also supplies the Division eaoh 
week with the data required to prepare statements 
giving the details concerning t he pbyaical volume 
or airplane and airplane engine orders in the United 
States by ~~e British Empi re. The material tor 
t hese statements is contained in a group or work­
sheets orepared b7 t he Commission, but it 1a 
necessary tor the Division to consolidate and co­
ordinate the into~ation contained in the Coamiaaion• a 
statements. The !inlahed tables sbov, by eoapan:r 
and by type ot plane or engine, the tollov1ng 1ntoraa­
tion: (a) summary or orders, deliveries, and exports; 
(b) hlstor:r ot order s; (o) history ot dellveriee ; 
(d) scheduled dsliveries or untilled orders; (e) op­
tions: scheduled deliveries; (!) spare parts: orders, 
deliveries untilled orders, and opti ons; and 
(g) secondhand un1ta: orders, deliveries, and 
aoheduled deliveries ot untilled ordera. These air­
oratt reoorts were prepared, and were transmitted on 
Deoember- 6, 14, 20, and 2$, aocordlng to instructions 
by t he Secretary. 
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Reports are prepared each week ahoV1ng oommltmenta 
by the British Elap1re Gonrnmente tor oapital ex­
penditures in t he United States and t or extra­
ordinary chargee designed to expedite deliveriee. 
The data tor these stat ements ars provided by the 
Co~•iseion but the tablee actually are prepared in 
t he Di vision. Revised tablee shoving capital 
commitments wer e prepar ed, and were tranemi tted 
on December 14, 20, a.nd 28, according to ins t ruc­
t ions by t he Secretary. 

Monthly statements also are prepared V1th respect 
to certain act i vities ot the Commission. One ot 
these statements shove the physical volume ot iron 
and steel purc~ases by, and deliveries t o, the 
3ritish Government. A revised mont~ly report 1a 1n 
prooeaa ot preparation. This statement will ehow 
the United States mill schedule vi th reaoect to 
British orders ot selected iron, steel, and alloy 
mat erials. A similar sohedule ot 3ritiah purchases 
ot terroua metals, ferrous alloys, and other metal 
alloy p roducts also is being pr epared. 

Information is being prepared aleo by the British 
Purchasing Commission which will make possible 
the regular issuance ot si milar otatementa con­
cerning contrac tual deliveriee on orders pl aced 
in t he United States by t he Brlti oh Empire for 
(a) explosives and propellants, (b) toluol, 
(c) shells and bombs, (d) small arms ammunition, 
(e) ordnance, (t) automatic small arms, (g) aub­
mach1ne guns, revolvers, and rifles, (h) tanka and 
equi pment, and (i) non-terroua ms tala. 

Statements sumnari£1ng Britiah requ1re~ents as or 
Deoeober 1, 19qo ware prepared tor t he Secretary 
by the British Purchasing Coa:iss1on Vith t~ 
assistance ot the Division on December 7. These 
st&t emen ts shoved estimated tuture payments o! the 
British Purchasing Comoissi on with respect to 
present balances due and certain proj ected programs; 
and the current position ot t he sterli ng area in 
Unitsd States dol lars and gold. Two ot these t ables 
were later combined by the D1Tie1on in order to 
produce 8 simplified statsment. A summary ot the 
projected programs included in the foregoi ng report 
and ot one additional program ••• prepared on 
December 17. This summary olassi! i ed t he various 
programs by tour commod1 ty groupe and showed the value 
ot the product and the amount ot capital required in 
each case. 
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At the request ot the Seooet&r)', arrq•enh ha·n been 
a~ade t o eecure periodi.call;r certain intol'II&Uon regard­
ing Eurohaaee in the United 8tatea bz the Ne10herlande 
Pure aaing Comaiasion, aDd Lindat eYea , Inc. 

Weekl;r statements are receiYed ooYering in dollar •oluae 
the itemi&ed purohaaea in the United 8tatee b;r the 
Ne therland• Purchasing Commission, and tne volume ot 
deliYeri ea made thereon. Similar atatementa are reoeiYed 
concerning t he aotiYitiee ot Lindet~Yee, Inc ., a large 
private commer cial organi~ation operating i n the Dutch 
Eae t Indies. The details wi t h reapect to or ders and 
deliYeries t or these purchasing agencies are olaaaitied 
b;r the same tvent;r-t iYe collllod1 t;r groupe used tor report­
ing orders placed in the Unlted States b;r the Britlah 
~p1re. 

bee data are reYiewed and edited in the Db i aion each 
veek. Reports are then prepared tor each ot theae 
agencies aUill:larhing the intomat1on on orders and de­
liYeriee, olaae1tied b;r oommodit;r groups. Report s 
coveri ng order• ot the lietherlanda Purohaeing Couiu1on 
were prepared, and were tran .. 1tted on December 6, 14, 
and 20, in accordance With instructions b7 t he Secretary. 
81~lar r eports tor L1ndeteYea, I nc., were prepared, 
and were transmitted en December 4, 14, 21, and 31, also 
on instructions ~7 t he Secretar;r. - Mr. Haas, Mr. Lindow, 
Mr. March 

At the r equeat ot the 8eoretar;r on )lay 23, arrangement s 
wer e made tor securing weekl;r until September 11, and 
atter that tortnlghtl;r, troa more than tort;r airplane 
and airplaney~ine manutacturera data on delheriu, 
nev ordera, unriled oi'der•;.aand eatiaated delivei'1ea 
bx aonthe on the untilled o era. liiil;rfio&l t&b1es 
are prepared eYer;r other ve8i ahovlng thla 1ntoraat1on 
b;r t;rpe ot plane or e.ngine and b7 clan ot purchaser. 
Reports t or the tortnlgllte ended December 7, and 21, 
vere prepared on December 11, and 26, and vera trane­
Rltted aocord1ng to 1netructiona b7 the Secret&r)'. -
Mr. Haas, Mr. T1okton, Kr. D. J. Leah;r 

At the request ot Under Secretar;r Bell, Yar1oue memo­
randa and charta ware prepared tor un in t he Fr1~ 
discussi on group, considering matter• ot gener&l ~er­
est An conne&;lon With detanae tinancing. - Mr. Haas, 
Mr. urphi, • Dagg1 t, IG' • . Turner 
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'l'he aater1al presented during the aonth inclUded the 
following: 

(l) 

(2) 

An analysis vas made ot reoent prtoe mCTrementa 
illustrated by two vall oharte: the first ahavlng 
the movements ot an index ot 16 industrial raw 
material• and ot an index ot 12 toodstutfa ainoe 
Augunt 1939; and the saoond shoving the movements 
ot t he NICB ooat-ot-l1ving index compared with the 
BLS index ot Sb) commodities a1nce 1935, and the 
BLS index ot 2S baaio commod1 t1 ea compared V1 th 
the BLS index ot S63 oommod1 t1 ee s1nca August 1939. 
(Charta presented at the meeting on December lJ). -
Mr. Daggi t, Hrs. MaJ' 

Presentation of an analysis ot 1J. H. I e.rnea• Plan 
to Pay tor the War•, vas continued. The analysia 
was baaed on an earlier review of the book 1 Hov to 
Pay tor the war•, which considered the general 
problem ot war or defense production, the Ke.rnes• 
plan, its possible applicability to the United States, 
and similar plans advanoed in the United States. 
(Outline begun at meeting on November 29 continued 
at meeting on December lJ). -Mr. Turner, Mr. Murphy 

A memorandum was prepared citing the inoonsistenciea 1n 
the terminology used in olaasifying the public debt and 
propoaing a new, consistent terminology, ana vas trans- . 
mittad to Under Secretary Bell on December 6. - Mr. Lindow 

A reoommendati on vas prepared and vae transmitted in a 
memorandum to Under Secretary Bell on December 16, Vlth 
respeot to the oou1>on rates to be placed oa the bonds ot 
the Tennessee v811ey Xutliorlli to be iaeued by tll8 
freaeur7 Department. -Mr. • s, Mr. liurphy, Mr. Conrad 

At the request of the Seoretar.y, in oonneoti on vtth a 
apeech which he had under consideration, baCkground in­
formation vas ~e1>ared and transmitted to him on 
beoem6er !!.eluded were certain data on epecitied 
bank holding companies; a sWIDl&rY of preae items and 
critical comments on two New York 'l'imee articles on the 
effeot ot Federal taxea on oorporate proti ta; tabulations 
shoving the increases in oorporate earnings 1n the third 
quarter ot l94o as prepared by various aouroes, together 
With Standard Statistics estimates tor the fourth quarter 
of l94o· tables comparing the etfeots ot the tax rates 
in the i939 and 1940 Revenue Acta on oorporate earnings; 
and a memorandum on •some Fundamental Conalderattona nth 
Respect to Defense Finanoe•. - Mr. Haas, Mr. Murphy, 
Hr . Daggi t, Mr. Tick ton, Mr. Turner 
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u. ProJeow or •~ea 11114_. • ., 

the etteot ot 
end • ze o 
uourltiee. -

the matur1 
e &&U& OD 
Hr. Conri4 

l e a 

Keaorandua ooaparlng and oontraeting war and d epreaa1on 
det1o1t-t1nano1ng. - Hr. MUZ'Jih7 
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ReThV ot war-t1Dalo!DLM&auru in belligerent oountr1ea 
In thi prennt war. ::-'Rr. lurp!ii, Hr. Puma, Mr. Stringba 

United Statee 8&T1Dga Bonde. - An analrau ot raotora 
artecting aiiea iii4rideaptlona or United State• e&'f'inga 
bonde, ae a guide to future experience. - Mr. Conra4 

At tbe requeet or the D1'f'1e1on or Stat1et1cal Standarde, 
Bureau or the Budget, on September 201 a reT1ev ie baing 
made or t he 'Base Book or Financial S~at1et1oa 1 , to be 
Ueued b7 the rider&! biliilng author itlu. - Hr. llurph)' 

At the requeet or Under Beoretar,r Bell on October 
memorandua 1e being prepared on a o~~,.:fi~i¥~ 

Mr Prea1dent or ... :,.....ll 
, 1D reference to united State• GoTerD­

aent bond• naw owned b7 ~ Federal ReaerTe sretea and 
ita aeaber b&Aka, &Dd ~geat1ona concerning a retun41ng 
and change in tors ldlioh would appear 110 be 1A 1Ateraat 
or \he '1'reu1U'7 DepartaEt, \he J'aderal ReaerTe Sratea, 
the aeaber b&Aka, · the J'ederal Depoa1 t Ianrance Corpor~ 
t1on, &Dd the public geaerall7 mon aone:r 1& depoa1ted 
in aeaber b&Aka. - Hr. 11Ul'Ph7 

At the requeat or UDder 8eoretar,r Bell repl1ea are beillg 
prepared to certain queat1ona &eked bz;tbe V!§Der C.-.1ttee 
preparator, to ita 1o'1'8a\lgatlon of biiiXla6_ iii! aonetar.r 
oond1t1ona purauaat to Senate Reaolution 125. - Xr. Baaa, 
Xr . Murph:r, Xr. 'l'ul'ller, Xr. Conra4, llr. PurTle 
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NoTelllber 12, 
be tween the 
TOlWle of 

12. At the r equest or Under Secretary Bell on December 20, 
a memorandum is being prepared on the estimated reduction 
in excess reser.es oossible under the eXIsting Iaw. -
!!r. Tllriier, !!r. Strlng!iilll 

1} . 

14 . At t he request or t he Secretary on Deoember 1 , organiza­
tion oharts were pr epared or tour bank holding comoanies, 
and were transmitted to the Secretary, to the dener&l 
Counsel, to the Comptroller or the Currency and the First 
Deputy Comptroller ot t he Currency, on December 11, 13, 17, 
lo, and 21. Additional material is in preparation. -
!t.r . Tick ton 

Revenue Estimates 

I. Projects or studies completed 

1. The regular monthly statement vas prepared tor the Bureau 
ot Accoun ta, showing the 

2. 

} . 
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completed ~fr~it~iiii~~ '"t"inf'i~~rri*iilm~~~ Government, •c 
the Bureau of the Budget on 19. - J•r . Haas, 
Mr . O' Donnell, Hr. Daggit, Hr. Leahey, lira . May, 
!ir . Chevraux, 14r. Wilson, )lr. T. L. Smit h, 
:.r . Sronfenbrenner, Hr. R. R. Smith, !Uee Hagedorn 

233 

An est1~te f or use i n th e preparation of the Secretary's 
AnnuaL Report was c ompleted of Federal revenues by 
sources, based on t.ae law existing i n Deoemoer 1940, 
assuming two aoeoi fied lev els of nati onal income . -
!:.r. Haas , J.:r . O' Donnell, !.!r. Dagglt , Mr . Leiiliey, 
l!r e .}lay, Hr. Wi lson, l·lr. T. L. Smith, llr. Bronfenorenner 
::r. R. R. Smi th ' 

v • ~.ae es tLoated t ax l iaoi lit1es determined ln the project 
listed as item 7 above, were then allocated to groups ot 
related sour ces 1n a nev""''fii:se1t1oa tlon. - l'!r . o ' Donneil 
::r . we&~ey, !·!r. :ti l son, :!r. T. L. Soiti\, ::r. 3ronfenbrenner 

II. Proj ects or studies under wa:r 

1. 

2. At the reques t of the Division of Tax Re eAarch on 
July 12, an esti mate is being made of the additi onal 
revenue llfi1ch woUld be dsr1 ved 1f mutual inswance 
comoanies ot he r than lite ineuranoe coapaniea taxable 
under Section 207 of the Internal Revenue Code were 
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aade ~axabll 1D ~he lUI a.DDII' &I lbOlt 1De'IU'aDOI 
oo11pan1ee other than Ute 1neuranoe ooapan1ee bnhle 
under 8eot1on 2o4, and at Ule eaae Uae the exnpUon 
under 8eot1on 101(11) vera reetr1oted to local autual 
ooapan1ea ot the aaaeaament tJpe. - Mr. T. r . LeabeJ 

4. As one of a eer1ea of ro eote tor reT1dn 
methode of eat1sat1ng reTenuee, a new e 7 vas 
the gaaolirie tax. - 1rra. iii, Mr. R. R. Ba1Ul 

I. ProJects or atudlee completed 

1. Me11or anda on t he ~li~iiriti~~~~lr.~~~ prepared, and veri on 
December 2, 9, 16, 23, and )0, -Mr. Haas, Mr. Dagg1t, 
Mrs. M17, Mr. Che'rraux, Ur. Smit h 

These memoranda contained l n add1t1on to analyela ot the 
current e1tuat1on the tollovlng epeolal atudlea: 

(1) 

(2) 

(3) 

A forecast ot trelgbt oar ehortage 1n tall ot 1941, 
and a f oreca s t ot trelght oarload.i nge at the 1941 
peak. ( 001111ent v1 th oharte 1n ••orandua ot 
Deoel:lber 9) . - Mr. Dagglt, Mr. CheTr&ux 

A ooapar1aon of the pr1oe index of 2~ bae1o 
oouod1 t1 e1 v1 ~h aonthl7 apot pr1o .. ot luaber, 
eteel aorap, uno, and wool. (Char~ 1n aaorandua 
ot Deouber 2)). - Kr . Daggit, Jll'l. Xq 

A ooapar1eon ot pr1cea ot bu1ld1ng utenala ae a 
whole and of Tarloua groupe to ahov the relat1Te 
u pl1 tude of the rue 1n lUll btl' pr1oea. (Chart 1D 
memorandwa of Deoe•ber 23). - xr. Dagg1t , Mre. Xq 

2, Meaaoran.da o~e;~~~~~~~ ~~lfl~~~~hi~~~!.!:!!~ tlon were p i 
r.-1'6, 
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arrangeaents previously aade an 
ov 

At t he request ot t he Secretary, a table is prepared 
each week summarizing exoorte ot petrole um aroducts, 
scrap iron, and acr a'O steel , rroiA the Unite Stat es to 
Janan, the U.S. S. R., Spain, and Gr eat 3ri ta1n , as in­
dicated by departure permits reported dally by ~~e 
Offi ce of }:erchant Shi p Control. Tht tables were J)re­
pared t or t he weeks ending DcooQber 7, 1~, 21, and 2a . 
On Dece~bsr 9, 16, 23, an~ 30, the cri~inal and 13 photo­
stat s were transmitted to Assistant Secretary Gaston. 
!n addition, ~aoh week two photostats were transoi tted to 
::r. Youn,; , one or w!lioh was tor }:r . Purvis . - l.:Z.. T1c:tton, 
:.r . D. J . Lea!ly 

=o~'l)ilations were made or daily quotati ons on selected 
coumod1 t1es and dally and weekly figures on selected 
business i ndexes, foreign and domestio security trans­
actions, a eo uri ty 'Dricea, excliiinge rateaS etc., as wen 
as other data tor the Secretary 1a chart ook. -
.. r . Chevraux 

6. Col!lluents were prepared on the oommodi ty si tuat1on as ot 
llove~ttber 29 and Dec et:~ber 13, t or intor~M.ticn In connection 
tli til the Friday mee t ing of December 13 . - !lr. Daggi t, 
>:rs . !lay 

7. A letter 

o. 
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on Deo~ber 16, a 
or 
or 
er l o . -

At t he reques t of t h e Secretary on December 12 a 
le tl:er to ljr . Leon Henderson wae pr opared tor ~1gnature 
o! the Secret ary on December 12, r eques t ing 1nfor mat1on 
on notion being t aken w1th r espect to t he s1tuat1on re­
!:2_<)n&ible tor certain orice increases . - Mr. Haas, Hr. Daggit 

At the r ecu est of the Secretary on December 2}, a letter 
to :.r. Leon Henderson was pr epared t or sit;na ture of t:le 
Secretary on Deceube r 2}, in response to a l etter !ro::J 
:.:·. Hend• r eon, i n regard to control or lWlber orices. -
:.r. Haas , ~.r . Daggi t 

of t h e 

e 
letter >~ere a tabl e showing new oanaci ty , 
authorized, or under construction oinoe January 1, 1940, 
nod a chart showi ng steel output in tons, in r elati on to 
oa~aoity or eae3 district. Co? i es or th e oo~unicat1on 
were furnish ed }!r. Stetti ni us and !ir . Henderson. -
l-lr . Haas, llr . Dagt>i t, Mr . R. R. Smit h 

13. At t he r equest or t he Secretary on December 27 , a 
me~orandun wa s oreoared on the ase and trac t ive cower 
ot l ocomotives in service on c!ass 1 r8l1vaya, w1th 
in61ea ahowins the number and tractive cower or steam 
looo~ot1ves 192b- 19}9 , and t he conatruct1on da tes ot all 
l ocomotive& by dist r ic t s , and wa a t r ans::Jitted to t~e 
Secretary on Decea ber 31. - ~!r. Haaa, Ur. Dag~;1t 

14 . At t~e request of the Secretary on December 27, a 
memorwndwa was prepar ed, and waa tranam1tted to him on 
Decec ber 31, on the world cocoa s1 tuat1on, t:i t h reference 
to prospective suppl y , existing s t ocks, sh1p~in~ problems , 
demand factors , and t he outlook tor prices . - ~~ . Haas, 
••r. Dac .;i t , Hr . Chevraux 

15. 
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At the requeet ot the Secretary a umor&lldua vu pre­
pared on December 23, report1ng a oonYereat.ion 1f1t.h 
Mr . Fred H. Sexauer, Preaidant, D&1ryman•a League 
Cooper&tiYe Assooiat1on, Nev York Oity, on December 20 
and transmitting a written etatement trom Mr. Sexauer ' 
with reapect to the New York milk marketing order 
situation. - Mr. Haas 

23? 

II. ProJeots or studiee under way 

1. Index ot untilled orders . 

An attempt is being made to improYe our information on 
the Yolume ot untilled orders by working out a compo&1te 
index baaed on data trom indiYidual industries. - Y.r. Daggi t 

2. Forces determining trends ot baeic co ... od1~ prices. 

This proJect involves a study ot (1) the forces de­
termining general commodity prices and (2) the toroes 
de t ermining the pricee ot i .ndi Yidual co1111:1od1 t1ee. 

With respect to (1), general commodity prices, an 
analysis is in process ot diapar1tiea between demand 
and production as a basic price factor which, under ex­
cessiYe war demand, mi ght lead to i nflation. For use 
in this analysis two indexes ot demand are being con­
structed: An index ot expor t demand which expresses 
the exports ot manutaotured goode i n physical volUI>e, 
and the index ot consumer buying in terms ot physical 
volume, which ie part ot the proJect on measures ot 
consumer bnying listed ae item 3 belov. 

IIi th respect to (2), pricel ot i ndividual co=od1 t1 ea, 
ehipmente ot a given commodity, or deliveries to con­
eumera, are taken aa a 11eaaure ot deaand, to be com­
pared v1tb. production. 'l'en bseic co .. od1 tlea have been 
selected ten tativelT tor study, and tb.h wrlr. ia i n 
proceu. - Mr. Dagg1 t, Mrs. MaT, Mr. s.J. th, Mia e Hagedorn 

J, Measure• ot conium!! bUling. 

A ~roJect ie under W&T with the obJect ot developing 
(1) an index to meaaure tb.e buying pover ot coneumera 
in terme ot pb.Taioal volume ot purcb.aeee, after cor­
recting tor the ettect 6t ch&ngee in price on the ap­
parent demand; and (2) an index to measure changes in 
total consumer expenditures, in dollar volume. These 
tvo indices vill supplement our pr eaent ' index or a&lee• , 
Which i& designed to measure the 1ott~ake 1 ot manufactured 
goode into various consumption channel•. 
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Btudiu on a aontbl7 bade haYe beea ne&rl7 OOIIJ)leted 
on 1n41Y1dual 0011ponente of two ph:faioal Yolwae ln­
dexee of oonsuaer bUTing, one corrected for the effect 
of price ohangea, and the otber corrected both f or the 
effect of price changes a nd t or tbe aff ect of changes 
in national 1nooae. The v ei(!llt1ng of the ln41Y1cma1 
ocm:ponents r ua1ns to be done. In addition, Vitb 
reepeot to the index of ooneuaer expenditure• in dollar 
Yclume, substantial progreu baa been aade in deYelop­
ing indiYidual aeries, in deteraining their auitabilit7 
tor inoluUon and the neoeu&1'7 ad,lua tlmeo ta. Tbe pur­
poee is to coYer ae large as possi ble a proportion of 
the purchases ot ultimate oons~ra. - Mr. Daggi t 
Mre . )(a)', Mr. Saith · ' 

Trend• of ind1 Yidual oo-odi\7 prioee &a!. price factors 
4ui'ing tliii World Var pei'£04. 

Th18 proJect is pattemed after the general stud)' of 
prioea and price factors, 1913 t o 1922, aade in 
October 1939, but deale With six indiY1dual baaio 
oommod1t1ea - wheat , cotton, hoga, ateel, copper, and 
zinc. The pro Jeot 1s designed to deteraine the princi pal 
price factors associated with the vartiae rile and sub­
sequent collapse of prices ot theee commodities. -
Mr, Daggi t, Mrs . X&)' 

Index ot oommodi tz a took a. 

'1'h1a proJect ia designed to deYelop a ooapolite i .ndu 
ot basic ooamoditz stocks ae a aeaaure ot one iaportant 
tactor in the general pr1os leYal. Stooke ot eixteen 
iaportant industrial mater1all , expreued in tera.a ot 
their net etfeot on prices, are bei.ng ooapiled for this 
lndex. - Hra. Ka7 

Index ot goode 1DYen.tor1e e. 

A better index ot inftntor1ee ot t1n1ahed @IOodl ie needed 
&I an indication ot bueineu aaladJuataente, with a break­
down ae between inYentoriee of f1n1ebed goode beld by 
aanutaoturere and thoee held b7 other•. A.n atteapt to 
dnelop euoh an i ndex 11 under Vl:f. - Mr. Daggit 

Index of buzing on deterred P!l!ente. 

A ltud)' of t he Yoluae ot inetallaent bu)'1ng &a!. oons~aer 
oredi t ha.e nearly been ooapleted. 'l'h11 s tudz 18 designed 
eYentuallz to prOY14 e a aontblz i ndex ot the Yoluae ot 
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b117ing on deterred ~ente, Vh1oh at u .. , 11 an 
1•portant bue1nell taotor. It 11 111 aberanoe at 
pr eeent , p ending publ1oat1cn ot a new etud7 b7 the 
Depart. en t ot Co-eroe . - llre. Xa7 

Veeklr approxi .. tione ot the PRB 1n4ex ot 1nduetr1al 
production. 

239 

'l'h11 proJect 1a dee1gned to dnelop an 1D4u ot 1nduatr1al 
produotlon that Will 1nd1oate week b7 week the approximate 
l evel ot the 1RB index. It Will 1nolu4e a larger number 
ot weell7 eerie e than are 1nolu4ed 1n &117 current bud­
neal indloee, wUb v ei gbt1nge and aeaeonal adJuetaente 
approxi•ating those 1n t he 1RB index. - Kr. Daggit , 
Mr. Slllith 

Actuarial Probleae 

I . ProJect• or etu41ee ooapleted 

Board ot A.otuariee ot tbe C1Y1l 8en1oe Ret1r .. ent and 
Dleab!Iltr tuDd. 

Tl1e Board ot Aotuar1ee hal oo•plete4 tbe preparation ot 
regulation• nth reepect to the optional ~enet1te parable 
under tbe 01'1'11 SerYloe Retirement Aot. - Mr. Reagh 

Bureau ot Internal ReYenue . 

At the oral requeat on December 7 ot Kr. r. a. PeabodJ, 
InYeetlgator 1n the Bureau ot Internal ReYanue, a 
memorandum wae prepared, and vaa trane•i tted on Deoeaber 11 
eett1ng t o rtb oerttll n probab111t1ee inYolYed 1n th8 
•pol l or gue 1 • A aubeequent •eaorandua wae tr&lllai tted, 
explaining in oone1derable detail the •etbod ot oc.put1ag 
euob probab1U t1 ee. - Kr. Reagh, Hr. Brom, l'.r, ~11 

Bureau ot Internal ReYenue . 

At the requeet on December 19 ot Hr. John P. 11le7 ot the 
Chicago DiYie1on Teohllioal Statt ot the Bureau ot Interral 
Rennue, a1111tanoe waa g1Yen 1n preparation ot -hrlal 
tor uee 1n an inoome tax oaee 1DYOlY1ng the P&T&IDt ot 
the prooeede ot lite 1neuranoe pcl1o1e• 1n 1natelaente . -
Mr, Reagh, Hr. Brom 
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4. Federal Co•unicationa Co.ainion. 

file federal Co-unicat1one Coaiuion on Nov•ber 27 
requeeted additi onal aaeistanoe in connection with the 
penaion plan ot the Aaer1oan Telephone and Telearaph 
Companr. A memorandum on certain accounting aepeot 1 vae prepared and wae traneaitted to the Coamieaion on 
December 14, tor possible inolueion 1n the appendix to a 
report on the plan. - Mr. Reagh, Mr. Brown 

5. Rural Eleotr1ticat1on Adainietration. 

In reeponae to a request on Deoeaber 9, bJ Mr. Gill eland 
ot t he REA, figures were calculated With respect t o the 
aaorthat1on ot two loane draWing 1ntereat at 2. 73 percent 
and 2.46 percent, reepect1vel7, compounded aem1annuallJ, 
The request inTOlved the devieing ot a aethod ot rep81-
ment which would in etteot combine the tvo loana in such 
a V&f ae to level the total p&J8enta required to P81 ott 
t he loane, although the pa,aent per1 od vae not the a~e 
in the two loans. The ooaputati ona were transmitted in 
a letter to Mr. Gilleland dated December 12, and SUPple­
mental information vas supplied in a l e tter mailed on 
December 14. - Mr. Brown, Mr. Iroll 

6. Soldiere' and Sailors ' Civil Re~ Act, 

A review was made on December 11, ot a memorandum con­
cerni ng a letter trom the Veteran• Administration, with 
respect to the propoaed int ereat rate on oertitioatea to 
be iaeued b7 the Ada1n1e trator ot Veteran•' Attaira 
covering preaiuaa due on l lllt insurance policies ot 
members ot the m111 t&l'J and naval t orou Wbo ,.., applJ 
tor benetite under Articl e IV ot the Act. - Mr. Reagb 

II. ProJeoU or atud1u under V&J 

l . Board ot Actuaries ot t he Civil Service Ret1reaent and 
Dieabllltr tUDd. 
fhe Board ot Ao~ariea u l&Jing out detailed plana tor 
tabulating and prooeee1ng data tor uu in prepar1Dg the 
regular t1ve-year valuation ot t he Civil Service Retire­
ment Fund tor t he purpoee ot detel'llin.ing the liab1li t1ee 
ot the Govemment under the Civi l Service Retirement law. 
Under t he law, euob. a val uat1on auet be prepared a a ot 
Jul7 1, 194o. - Mr. Re~,Mr. Brown, Mr. Iroll 
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Board ot Truateee of the Federal Old-Age and B\D'rt vora 
Insurance !rust FUDd 

In cooperation Vitb the membere ot the etatt ot the 
Social SeouritJ Board, there ie being prepared a dratt 
tor tbe first annual report ot the Board ot Trustees. -
Mr . Reagh., Mr. Murphy, Mr. Brown 

Actuarial valuation of the Foreign Servloe Retirement 
and D1aab111ty FUrid. 

241 

The Foreign Service Retirement law, as aoproved Aor11 24 
1939, Section 26{m), providee that the •rreasur.r Depart-' 
ment shall prepare the estimates ot t he annual appropria­
tions r equired to be made to the Foreign Service Re tire­
e~ent and Diaab1li ty Fund and shall malte actuarial valua­
tion a at i ntervals of five years, or oftener it deemed 
neoeaaary by the Secret&rJ of t he 1'reaaur,y 1 • An outline 
ot the data required tor making an actuarial valuation 
hae been aubml tted to the State Department. A preli.!lll.nar,y 
estimate of the appropriation required tor the fiscal 
year 1942 baa been prepared, and hae been submitted to 
the State Department. - Mr. Reagb, Mr. Brown 

4 . Re tirement System tor Field Emoloyeeo ot the Farm Credit 
Mliiln1atrat1on. 

In r espons e to a request fro m the Farm Credit Administra­
tion on October 10, assistance ia being given 1n devising 
a retirement system covering field employees 1n that 
organization. Several conferences have been attended by 
a member of the stat!, and it is expected that additional 
assistance will be requested. - Mr. Reagh 

5. Departaent of Justice. 

In accordance with a request oontalned in a letter ot 
December 19 from Mr. Warren Wattles, Speo.ial Aaa.utant to 
t he Attorney General, aaaietanoe vill be given in connection 
with aeveral tax eases involving lite 1neuranoe paid in 
the form of annul ties certain and 11! e annul ties. -
llr . Reagh, Mr. Brown 
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Other ProJects or 8tud1ea 

1. Treaeury Bulle tin. 

Data were prepared tor the December 1aaue ot the 
Bulletin on average yields ot long-term Treasury 
bonds and high-grade corporate bonds . - Mise Eyre 

All the material sUbmitted tor t he December iaeue vaa 
reviewed and edited. Substantial rev1alon vas made 1n 
the table shoWing the eetimated amount ot tax-exempt 
eeourit1ee outstanding ae ot June 30, 194o. 

Additional revisions are being oonaidered tor the 
January 1asue. - Mr. Lindow, IUee Eyre 

2. Annual Report ot the Seoretarz ot the Treaaurz. 

Articlee tor the text ot the Annual Reoort tor the t ie­
cal year 194o, including the speolal reTiev,were completed 
on the folloWing subJects: Eetimated and aotual receipts; 
Public debt; Obligations guaranteed b7 the United States; 
Abeorption ot the direct and guaranteed ptiblio debt by 
classes ot holders; Bond market developmente; Banking de­
velopments; Treasury aot1vitiee under the provisions ot 
the Social Security Act; Treasury neutrality and detense 
activities; and the Administrative report tor the Div1a1on. -
Hr. Haas, Mr. Tioltton, Miss Michener, Miss Westerman, 
Mra. Wolkind, Mr. Turner, Mr~ Purv1a, Mr. Murpey, Mr. Reagh, 
Miss Ziegler, Mr. O'Donnell, l!r. Leahey, }!r. 11'1lson, 
Mr. BrontenbreMer, Mr. T. L. Slllith 

The editing ot the Annual Report wae practically coopleted, 
and page proot ot the text vu atibmi tted tor tinal approval 
to Under Secretary Bell, Aeeia tant Seoretarr Gaston, 
Ala1atant Secretary Sullivan, Mr. Gravea, Mr. TholiiJ)son, 
Mr. Poley, and Mr. Bettelt1nger. - }lr. Tiolr.ton, IUae Veater!l&ft, 
Hrs. Wol.lt1nd 

3. Other material tor otibl1oation. 

(l) A review waa made ot part ot the oopy tor the next 
ieaue ot Rehorts to Be Made to aogreeu and vas trane­
mi tted to t e chier cleri on Decem er lo. -
H18a Westerman 
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A rertew wae -de ot page proot ot the Aanual Report 
ot the D1reotor ot the Mint tar t he tieoii 1ear 
ended June )0, 1940, and vu tranlaltted to the 
M.alinUtraUYe Aee1etant to the Beoret&rJ on 
Deoember 12. - H1ea Z1egler 

At the requeat ot ••tatant 8eoretar7 Oaeton on 
Ootober 15, an art1ole 1a being prepared on the 
operation• ot the .Treaeurr Departaent during 194o 
to be inoorporated in the 1941 Amerioana Annual. -
Mr. T1okton 

At the requeat ot UDder Beoretarr Bell, reoeiYed 
on Deoeaber 20, a aemor&ndua ia being prepared on 
the baok8round and r eaulta ot the at&t•ent on 
prioea rud b7 the Preeident at h1a prua oonter-­
enoe on Februar7 18, 1938, in oonneotion with ita 
inoluaion 1n one ot the next tour Yolu.ee ot the 
Publio Paper• ot the Preaident . - Mr. Daggit 

4 , Cuaul&t1Ye index ot \'reaaurz Publ1oat1ona. 

Work h4a been begun on the preparation ot a ouaul&t1Ye 
aubJeot index ot 1'reaaU1'7 publ1oat1ona 81noe the eat&b­
lUhment ot the Departaant, oonr1ng (1) Annual Reportl 
ot the Seoretarr, (2) other publioationa leeued b7 the 
Department, 1noluding annual reJ?Ortl ot the bureaue an4 
ottioea in the Departaent, and ()) material prepared in 
the Treaaurr Department vh1oh waa publ1ebe4 1n Congrea­
eional doowaente, hearings betore Collllitteea ot Congreu, 
or the Congressional Reoord. - Mlee Veatersan 

5. Correeoondenoe. 

Repliea were prepared to letter• reoeiYed on aubJeota 
relating to the work ot t he DiYlaion, .nd letter• dratted 
elaevhere and alilaittecl to the D1Yia1on tor that purpose 
were re•lewed. - Mlaa Kiohener, Klaa Ziegler , and other 
a embera ot the etatt 1n appropriate t1el4.8 ot work. 

During Deo .. ber, 350 letters vera reeeiYe4 1a the D1Y1a1on 
and 353 were bandled aa required. 

6. Cherts. 

Charta are prepared ad oont1naall7 broapt ap to date t or 
uee in aemoranda eJid 1n ob.&rt boolta on epeeial nbJeote, 
and oorreapon41ng pbDtograpbio, photoatat1o, &nd ault11Uh 
vorlt u oarr1ed on. 'J.'h1a ia dona ln the Grapllio 8eot1on 
under the aupal'Yiaion ot Kr. Ba~~Ja•· A atatUt1oal report 
on the vorlt ot the Gr.ph1o S"t1on tor the aoath ot 
Deoeaber 1a attao~ 
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} bood chart booko ~roucbt up to 4aw 
111 other cbArh 'bi'O\ICht 'QP to date 

total jobo 

Pbotomphea 
t otal Jo'bo 
... 'b•r ot -

J •j!atlUt 
Ooot.act prlnh 
IDlarce•~~ntt 

! otal jo'bo 
... 'bor ot -

L~ttertlle caplet 
111 other coplu 

fotal jo'bo 

25 (u ... ) 
&12 

17 

77 

126 
1611 
120 

1111 

IJI 
9 ,1171 

7 

16 

11 

244 

t ota l 

20 

10 

25 102 

17 ~~z 
72 2} 
1~ 262 

17 165 

1113 
Ill 

911 
9.526 

7 

16 

9 27 
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f7pe of • ori< .Jul7 ""'«· Sept . I 
Oc t . . ... I 

I . I 
Occ . f otol 

~ Orapbic 
1 .. cbarh co.pleted •5 IS ril 4} 57 49 251 
Cbarh brc>aPt lll' to date p;s 657 711 635 702 4 ,259 
lloft4 boot cbarh co.pletecl 2 6} 1>5 
10114 boob broacht liP to 4at• 2s (u .... ) 27 ( t ) 26 ( t ) :!7 (t) 25 ( t ) 25 ( t ) 155 

V1acel1aaeooa joba co.p1etecl 2J l7 }6 }2 !0 27 165 

J. PhotO«rftllh1c 
fllo!ODilllha 1 

! ot&l joba 5} "S 66 62 83 102 4111 
IDbar of-

le«&t1na ~~ 170 155 220 253 11il 1,m 
Cootac t pr1ah 155 250 181 427 2J 1,41 
llllar_.,h 1n 96 196 !>81 179 262 1,591 

Photoata\a ; 

t otal joba 12J u 6 11&9 11&o 1}4 16'5 127 
-bar of-

Lottera1te cop1ea } .6'57 12,~~ 420 1"5 ,}6 951 7,011 
U 1 other cop1ea a , 1&'5 8 ,967 9,210 9. 01 9.526 57. 7}6 

J!!!lUll\b I 
! ota1 Joba 7 5 5 4 Q 7 }7 
-ber of- -

&111c plat•• 91 1}1 so 83 169 a6 &40 

l!J.as;!ll"Deo11al 
t otal Joba 14 12 27 26 ?5 27 1}1 

l: 
c.. 

L111 • U 
10-1-l&o 11-IJio 12-!-40 12-}1-40 7-J1-'IO 9-}-40 Regraded Unclassified
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Januar:r 16, 19.U 

KD!ORANDUM FOR 

V THE SECRETARY OF THE TREA.SURI 

CHAIRMAN CROWLE! 

CGIPTROLLER OF THE ClJRREKOY 

OIIAIRJWI ECCLES 

I think that all tour agenoiea 

should work together in relation to 

t it1& legUlat1on. Pleaee lll&ke out a 

program. 

F. D. R. 

Enoloaurea 
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TH£ SECRETARY Or THI: TAI:ASURY 

W ASH I HO'I'OH 

My deo.r Mr. Presicient : 

lou '111 recall our recent discuaai on relative to the 

need for legisl.ntion deallng dtb the bank holding c0111peny ;>rob­

l ea . Since t.alk1ng dth you a bill hila bee.n drAfted to aeet tbi.s 

aitiUtion. The Coc;rt.roller of the Currency and I bave dbc:u.ssed 

tho at48UX't with Senator Gl.nss 1'!ho bas illdiu.ted &1i'P"thy nth 

the r;enernl purposes of the projlOaed legi.slnt1on but bas ~itbbeld 

f inal approvel until be has had an opportunity to compare our 

drui't with his less drnstic measure or 19)8 111\d obt..in the vie"a 

Of SODO or hi& aSGOcis tes. 

The bill which •·e bsve prepared prohibita any co:npeny, 

a fter June 30, 1944, from oming or controllini :oore than ten 

per cent of the votJ.n& securities of e:rrr bank insured by the 

Federal Deposit Insurance Corpontion. It also confers upon the 

Cooptroller of the Currency with reopect to notional benka, and 

tho Federal Deposit Insurance Corporation nth respect to st..te 

insured banks , authority to torbid the po,ment of any dirldenda 

which would 111pa1r the eta bill ty and aoundnesa or such banks • It 

i e boUevod t hat such dividend control is needed not only in con­

nection "ith bank hol<iing co•pa.oy legilllu.tion but &leo as general 
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a11tl1ori t7 to P1>1•-m1t the INpeniiOl'J po!IWI ot tbe CQoptrollar ot 

tile C\ll'l'tmCJ aDd the l'ederal. Depoeit ~~ Corpclratioo, 

Yeet.rdq 'llllll tellc.1na wi th Cba1ran Crowl.q ot tbe 

Pederal Depoeit In.uranc. CorporatiOD, 111 IIIU .. ted tbo.t 7fJUr 

htioo tbo.t llai•l&-

t10D be ..,.ct.d. to cODtrol eftectiT~ tbe operatiOD ot bank 11ol.d1Jic 

coape.niu. I agree with Mr. Crowl.q' a IIUIIPitioo, You w1U recall 

tlllt rour -•111 of April. 29, 19)8 cOIIIt&iJied a e1al.lar rec ••-

t1on. Por ;your cOGY...U...c., I aa attaclWI& a eow ot tbo.t ..... ae. 

Mr. Crowle7 aDd I blllen tbo.t a reca.eud&t1<11 iDdJ.catl.q 

tllat lepelatiOD of th1a cbaracter Ilea 7otzr eppron.l would be ill­

l'lLluable ill eeCIIJ'iq c01t11d&re tion ot euch a MU\11'1 ill t he new 

Conaresa. LeJ>auage eOMwbat el""i the tollowina UDee would .... to 

be appropriate• 

•ID. rq ••eece to the Conare•• 011 AprU 29, 19)8 
I had occaaion to call to the atteotioo ot the Coagreea 
tile daJI&Ir• 1.Dherent ill tile exiateoc. aDd &l""'th ot 
boldiq e~ee opcatl.q ill tile 'btnlc1n1 field. I 
then recc ::••ed that leaiBl&tioo be -cted to ...t tbe 

problea. 

•tu seriowmeaa ot till probla !mOlTed ill tbe 
cootrol of baDka h7 11oldiJIC eapalliu ll&a, it .,qt11111a, . 
iliCH&Ied aillce 19)8. AcearcliJIW, I ~ rec • 
tbo.t the Cocgreas aact at tbie a11a1ca lepal&t10D tbo.t 
wUl attect1Til7 control tbe operatioo ot bani< bold

1
DC 

co8p&lliea 1 protect tbe aO\IIIdnlll ot bulal COiltrol.led liT 
holdiq coapaniea; a!ld -.kl prortaioo tor the ~ 

248 
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aepe.n.Uca ~ "llulal trca bo1Af'IC c s rq OGII\I'ol. ar 
OWDU'tlllip , alJ.GIIillc a ..atfi~ U.. tfllt t.b1a to._ 
4COM Sa an arderq - aJ14 wit.baat cauSae aaiM 
Saccaftlli•c• to c • tiM alll'ftd 117 'IIUIIIa .,..... ar 
cODtrolJ,84 bJ boJd'nl O"''P""'•·• 
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SENATE 

--
STR~::O:GTiffiNINO AND ENFORCEMENT OF ANTlTRUST 

LAWS 

I. 

"llESSAGE 

..... 
THE PRESIDENT OF THE UNITED STA.~ 
RI:COMMENDATIONB 1\ELATI VE TO THE 8TRENOTfi&I:HN0 AND 

ENfOI\CEMENT OF ANTITRUST LAWS 

A•Mil. 20 (calt rKlat d•Y• A111UL 29)1 Ul38.-n.ead; TOrt~rred too \M Qomml~t.tt OD 
\h~ Judle1•rt and ordered \0 ~ prln\00 

r. tAt CongrtU of th< UniJtd Slata: 
l"nh&JIPY e•<nto Abroad have retaught uo two &implo t.<Utho obout 

tlltlibtrty or a demo<mtie pe<!ni•-Tbe fin~t trUtl• is that the libertY o! a demo<""'Y it not aa!o i! tho 
pooplt toltrate tbe growth o! pnvate power to a point whtro it 
be<Om .. 111"0"1!"' tl1&D their demo<mti• state itttll. That. in ito 
...., .... is !lll!Clun~wnenlhiP o! go,·ernn>eJll by an indhoidual, by • 
\,®up, or by a.ny o\1\f.r cont-rOllinst private powt.r. 

Th• eecond tn~tb is that- the b'borlY ol • dtmo<rll01 it not aalo if 
il< hu•intM oytt•m dooo not pro,-ide employment ,..d produee o.od 
di•tribute goodt in ouch a way a5 to sustain llD ...,.ptable otandard 

of lh·in5;. 
Uoth , ...... bit home. Among ul tnd•Y a concentration ol pri<ale power without eC\nal 

in hi, tory ls growing. . . Thi• eonc<ntr•tion is seriously impairing the .. onom•• el!ocu••"",. 
or pri,•nlo onten>riao no n woy o! pro,•idil•~ employm~n~ !•• l•'l"' """ 
C•Jiihl) Blld .. A w•Y or a!!8\lring a 010re 09Ult<lbla dlJinbuUOll or III<On10 
onol e•rningo omonsthe people ol the Nntion • • • whole. 
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STlU!NOTIIE~lNO .L"'iD blNrQHOOllE:to.'T Oi"' A.'iTlTftU&T LAW8 3 

Today manY Ameri...,a aak tho Ul\ea&y queotion: lo tho vocilcrotion 
tho~ our libertJoa aro In danger juatlfood by t.be !acta! 

'fodny'• &DA'!et on tbo pttrt of &verage ~e.n and women in 4Wery par~ 
of the countr.Y. ta far n\ore acourate .than u. would h&,·e been in 1920 
for the ,·ery aunplo rcuon tbat. ~u~ng the p~t. 9 years •·e have been 
doing a lot of co,mmonooKille thinking. Tbm answer is that il tbert 
is that d~ tt. com~ from thai! conceotrated privat. eeonornio 
power which t1 et.Ngglinl 10 hard to muter our democ:n.Uo gon.m4 
ment. h. will not. come, u tome (by no meaoa all) of the J)OMMIOra 
of that. private power would make the people beliel"e-lrom our demo­
cratic. go'"munent. itttlf. 

U. FL'(AMCIAI. CON'T&OL OVCR OI'DUST&1' 

E<en m-at.atlatleo l bavo cil<ld do no• meauro tho actual decno 
of conctntration of control over A.meriean i.odusuy. 

Cloae financiol control, t.broul!h inttrlocking sj>bcreo o! inOUMCO 
O\"tt channels of in,•t~~tme.nt, ancf through tbe 1186 of fint.OeW de,-icel 
like holding oompanieo and all'lUftie o>mority inweota, ti'OIIM elooe 
oontrol ol t.be buaio- poUcioo of ent.erPrioel which WAOC\uerode u 
independent unite. Thai heavy band ol int.ej;Tol<ld financial and monagemenl eootrol 
UO$ upon largo and otrategio aroao ol American industry. The omall· 
business .nan is unlorttu.nat.cly being 4.tiven into a. le&S and lBM indo-

C Jl'Ddeut po&itlon in Alnoricalll.ilo. You and l mustadlnil !bat. 
Privoto ent.erpris6 iJ oouins to be !roo ent.erprioo ond iJ becominc 

• clust.er o! privatA> collect.i•ilo>a • maaking iiAOil u a syat.em of !roo 
enttrprioo a!<cr tho Am•rieao m;;del, it iJ in loel beooo>ing a cooeoalod 
eon.el syatern a!t.er the European model. We all wont efficient indua~ g>"OWt.b &nd tho advon&.ap of .,... 
production. No one tua01t1 that. .we. re.tu~ t.o tb~ h&od too~ or 
bond !orga. A ..n.. or p..- m .. olvod m UU1W1C out a pven 
DlADultetw..d produc t na.y well require ooe or more hup m ... p,... 
dueW>u plon&.a. ModUil tllicW>eJ na.y call lor thio. llut ll>DCI~ 
tllicieut m .. production iJ not!Unherod by a CODtral -trol wbleb 
d .. troya ooo>pot.it.ion be~- induatrW planta eod> ca~ of ~· 
cient mlM production wbUo operating u oe~to umta. lndua~ 
offici""")' doeo not havo to m- induollial empile buildiD&· • 

And induollial empire buildinio unfol1.uAli.oiJ, bao .,-olvod mto 
banker oontrol ol induatry. We oppooe tbat.. . Such control doea not offer ulotylor tho invealing public. lo••'-" 
mont judgment requiroa tho dloint.mol<ld &ppraioal. ol. ot.ber pooplood'a 
management. 11 booomOO blurred and diitort.od if "· ·~ oombin 
wit.b the oonllict.inj! duty of eootrollinc t.bo mADfoi01DeDI alliiUPpoood 
to judge. · b · lnt.erlooking financial oont.rolt bve tAken IJOm Amllne&~ . Ullll"' 
much ol ita tradit.ioMI viri.Uty, indepondance, ad•ptobilaly, .•nd 
dariujr-\\it.boul oompoM&t.ing Mvantagoa. They bavo no~ gavon 
t.be &t.abili~y \hoy ~roiniaod. . . . B...W011 entA>rpNO oooda now vit..liLy ond tho 6wbiliLY t.bol !""""" 
!rom the divoraified •!Tort., independent j~tl an~ vabronl 
enc'J!iea ol t.bouaanda upon t.boouonds ol inde~~nL b~eaomen. 

Tho individual mua• be •noourapi to exerc- hil o•" .Jud~OJ?' 
("" ond to venture bit own ocoa1l .,.vinp, nAIL in otoek po>blinc Ul "' 

• 
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reduced prlce~. Ji'or at.. ~ueh, Umea a- large pumber ol cuatomen or 
8

grieulturo and com')~ta t.a,''e md\111try ~re bemg tbrown out or work 
by lbos& oontoDlJH'l:l\tve, u\dus t.naa wbu::b choose to. bold lbeir prieoe 
"'tbcr t.h&n to move LhClr good• and to employ tbetr worktr1 

U pri_vate e-nte-n~rile left. to ill own de.vicee becom!" .half~~ent.ed 
and h&IC-compet.at.,l\'t., .hatr ... ta.ve and half-free, as 1t. 11 tod•y_, it. ob-­
violl!IY conno~ odJu&~ t&Mif to rn0<1~ tho needo ond UJe demando ol tile 
tounLry. ~(061. c::omplainta for \'iolationa of th& antitrust. lad are made by 
bUiiinte&l]le.l\ ag~.J\1\ other busineMme.n. Even Lh.e mo&t. monopooo 
\iitio buoin"""""" dila~provM ol all mooopoli .. bu~ hi& • ....,. W 0 

msy omile al this u bomg just on -mplo ol human noiW't, buln 
<OJ>DOL Iough awa~ tbe loc:L W.• tbe tombintd elf~• ol tho lll<l<lO\>" 
o\iitie <ODtlois wbieb -b buoi.,.. group impooee lor it& own benofiL 
ine'itobly dMLroY' U141 buying power ol tho Nation u a wbolt. 

IV. COWPCTITIOM 00&1 MOT M:&AS EXPL01TA.Tl0S 

Competition, ol eouroe, like all oll~er good things, can be eorriod to 
exee58. Competition abould not e,xt.end to fields where it. bu d&­
moll.Strably bed eoeial end oconomie eonaequentes. The. exploitation 
of child lobor, tbo ehieeling of worKers' wages, the s.t.retebing of work .. 
ers' hours, 1.\rc not. uoCOMt~ry fair, or prope.r me.tbods of competition. 

( 

1 bava eonoistenUy urgod A ~'ederol wa_~;a .. a nd·boun bill to toke tbo 
minirnum decencies of" ltfo Cor the worktng man rmd woman out of the 
field ol competition . It. is of cou.nc neceuary to OJ)Cfato the competitive syatem of free 
enterprise int.elligenlly. In gaging tbe market. for their wam buJi .. 
ness.men, like the fa.rme.n, ahould be given all possible information by 
government and by their own UIOCi&tionsso that they may act. witb 
kno•·ledge. and not. on imr,utse. Serious proble.ms of temporary ovtr· 
prodootion can and 1hou d be avoided by disoeJDinating iD!ormatioo 
thAI will dileouro&8 tho production ol mono~ than tile euntul 
merk•w eao poooibly abaorb or tho oeeumubbon ol dODgtrodlly W.. 
in'('tnt.orits for wbieb there is no obvious need. 

h is, ol ooune, n-'1 to ... ooun ge riMe ill lbe Jon\ ol Lhooa 
competith·e prioM, auc.b u agJicultuntl prioM, w!Ucb muol rile to put 
our pri06 alZU<>ture into more ..-orbb\6 balaneo and make tho debt 
burdeo more to\orablo. Many 1uc.b oompetiti•• priceo are no .. -

h may at tim,. ba .,_...,. to Jlive opecia\treatmtol to ehroolcoll7 lo•·· 
sick indust.riM which tu,ve det,.enorat.ed too far for na-tural re-ri.vll1 
especially u,..., whicb have a public or quASi-public c.baroet.er. 

But geoe.ro.Uy on.r lb& field of industrY and finance we mua~ revive 
a.nd strcngt.hcn ooml)Ot.hion if we wish to presen·c and make workable 
our trodit~onlll •r•t.am ollroe priv&lO enterprl$6. 

The justmcat.ion ol privato pro&• is private riok. We OlUIDO~ 
safely make AmericA aafo (or t.be butine16m&n who doee not. •ant. to 
tAke the burden• ood ri•ko ol being a busineoamao. 

V, '!'1'111 CliOICI: 8EF0Jl.& v& 

Examination ol method• ol tondue\ing oud eont.roUW. pri•!le 
ent.erprl$6 whic.b keep itlrom rurnishing jobo or ioeom• or opporturu11 (~or on&-third ol the population ia long onrdue on U.o part ol tbOM 
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Jnfln)' independent. units, ~rom tho way it. works in an in•lu.stry whero 
11 (t:w lnrge producers tlonunMc t1ac ml\rkat. 

We htL\'C nl.so l(!nrlled ''"'" n, rtll l i~t.ic !Sy5t<'m or lm:s.iuw n.·~ult~lion 
bn~ ,_.., ~~u~h. Jnorc tho.u con&eaous.ly unmorli1 6cts. 'fh~ t'tlmm11nit;y 
h iutt•n.ostt"d Ill ewnunuc retult.J. I L must be l'rotetted fnnn t"t'(H~t• •mc 
11 .. ,~I'll tt<t monll wroni-"t· We must fin..J prartie~tl C'mnrub tl\t•r IJiiuJ 
o·n•uomlc (orcts HS Wtll aj 0VU blindly selfish men. 

Go,•emulent can deal and thoultl deal with btimlly M>H~h mtnt 
But that i.; 11 rompaNHh·ely small pnrt- the usier parc.-o( our J)nlb· 
Itn1.. The largt>_r, more important. and more difficult p.drl of nur J,,.,, .. 
ltm 1$ to deal ...,,,h n\fn •·ho ~rt' not Sftl~h a~ -.·ho are~ t•ii11A."Il", 
but who tanOOl. ICe the IO('Iftl &nd MOOOOue ton!tq~nf'f':! of lhtir 
•",.l~th in a nlO<It~ ~nomiulJ,. interdcoJX"ndrnt rornnmnit~·. Thty 
raal w p-a!P the sgmficantc ol sonlt of our most 'ual ~ial and 
f'<'(HlOIUK" probltnU bec'AUiO Chto\· iC"e lh~m onh· in lilt li .. lll of tlwir 
o" n J""'~n•l exJ)('rien« anti nOt in ptrill)f("th:e \\;th d1; t.x-prri.-,u-e 
of olht.'r Jn<'ll and ocher industri~. 1'ht\· therefore fail to .!'C'C' tiH· .. o 
prohl<'nl! for the Netiou 1.1 A whole. • 

T•• m4':'et the situation 1 hti\'e dr5trihet1, there should I.J<! s t ltflr;m~:h 
siU•IY ••f lite COOC'CI1trtl lion Of C<'OilOillir power in ..\mcricrm iaulll,.ll'\' 
ttn,J tht ttfect of t}lftt CCUlC('Uirnticm ur)()r\ the tlediuc (of C'UIIliM'Ii li ~tl;, 
'l'hl're sho\tld be 1\11 exAminat ion or lite O.\i sting priN> ~Y!iiNn tllld 1110 

l
uiN• p·nlicies of huha81r:'' to dNt•rmino Lht ir eiTect upun tht' 1--'t'lll'nll 
(' \fl "r tnu.ll", U\)011 cmplo~·ml"nt , U!>On long·lcnn prolit.s tmd IIJI•tU 

,.,,11<11mptlon. T 10 l'ltuh· shnulil not he coufined to thf> tr:at.litim111l 
~:tnlilru<ot field. The elT(Ictl or tAx, }>Btent, nnd other (;V\'CI'IIIIIt'fll. 
polid('! t'unnot be il:nortt.l. 

Tht.• !'tud.r !!llould he ('omprelu~nsh·e and 11dec~uate~,- limmc·t~ l . 1 
rM"t\fiHtt<'nd un appnlprilltion t~f not I~ thaln s:;(l(),nOII rnr th~ n m­
clm·t u£ Jtouch comrm•ht•nt.l\'{1! Ptu•h· by lite Fttlf"ral 'Trade Conuui<O;'Ii4lll , 
the Oep:trtrnent or Ju.!lie'f', tht ~uritiH and ExdulO~f' Commi.o. .. Km, 
end ~uch othtr Rgf'nti~ of ~'"erument as ba,·e spteial t"Cptrit.ttf't' in 
"•rious pht!H of the im\uin·. 

1 tnumtrate tome of tit htnt» that should be tmbnN"<l in tll'f' ,,ro-
1»-f'f) ~~;tu~t,.·. The itttnJ art not inH•ndNlto bt aU indu!h·f'. Outo or 
hru of the items, sut'11 •• bank holding tomfanifs and i.n,f".trut'nt. 
trust c. l_lA\'t alteAd~· btf'n tbf' Juhject of §pec'iM. stUd:'·· and }(><~oi·lati4m 
Mn.-ennnsr lhC!f ntfd not hto drl•H·d. 

<!) / mproruncnt of tHtt:trtJ.fl pnwtdw-t.-A ~""i;ion of lhe t.xi .. tiug 
lini11N!l-t laW&BhO\llcJ mAke tht'n\ Sllsct"ptible of llrl'ltlitt l t>n(OI"C'f'lllt'U\. 
hy Nt!"tin!l upon thote thal'}ttd with ,;nlations tae hurdtn ,-,f l>rm·iug 
fKc~s PN:uliRrl~· wit hi!' th(lar k,nowled~to. l)roo! hy tbto (;f~Wnl~titna. 
11f ulenttcol bHI~. umfonn pnre iurreafltCI, pnec lcttdtntht1'• l111rher 
tl•1mestic than cxvort J>r!tc~, pr other ~Jl.f"!'i fied pri~c ri.1Z i 11i llr<~ 111i,:;h1.. 
he ftCc·eptt~ll '' ' fU'IHII~ (ii<'H!: e,·,dcnce ()( unlaw(ul fiC' llftU!I>. 

The l)cportment or .Jtuuice nnd the FederAl TrAM Conuni~ion 
$~CHild bo _J.tin~~~ more ~utequat.('; ond .-ffc-cci\'~ .rower . to in\'f!ti~;nto 
"h.-u~"er there 1!1 N'AS()n to hehc,·e tllnt C'mHhuon~ t:<:t111l or prucuces 
pre~·tul whith ''iolutt' the (H'O\'i\inn.! or (fffl'ot thP objPI"li\'e~ of the 
en~t~rust lnws. H in,·etul!'lltion re,·t•al3 bon.lc.r·lin~ en~ ~·hero 
ltg"Jtamate cooperath•c ~ft'orts to (lliminatt" socialh· nnd t('Qnonuratly 
hanufut methods or competition in particular inctU,triP! ar~ thwart~i p: .feu. o f po:M.ible t~hntcal ,. iolfLtions of the antitru111l la•~, remtd1•l 
ognla11oo •hould be eon<idtrtd. 
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At a really ofl'oetive de~~ ,I<> ~~nal wroQ(I-doillJ, 1 would 8Ui30I~ WIA\ where 0 COrpor&tJOn 18 ~OjOIDed !ram VI~IAW11f tbo la'O 
the cow:~ m~ght.be empowc~ I<> ODJOta Olio OOfJ!OraUon !or 

1 
•JI<d~ 

6od ponod o! Umo from gmng any remunoratove omplo.11114Dt or 
a.ny ofHcill pooit.ion to ony porooo wbo hte beoa found 14 bear 

1 rooponaibility for the wrongful corporate action. 
At a further deterrent I<> COrp<?r&to wrong-doing Ohe 0o•ernm.t 

.migb~ w.U be authorized tc w•ilibold Oovonunoot p~ lnlot 
compuiee ruilty o! unfair or monopolialie pracliee. 

(2) Mtrgul aJUJ i•ttri«Jring ~ip.-More ricid ........ , 
~ueb tlio Federll Trade Com.miooioo and the Socwit.iee and £i. 
<bange Commiooioo o( co'l"!rate merpre conoolidaliono, and acqai. 
lit.iooa ~ thu aow proYided ~y tho O:.Y.~" Ac~ to pre•eot 1Jioir 
cooaummauoa wbeo no~ dearly 10 c.be public wteree~; more tl!o«i•t • 
m.thoda for ~ up inlBiocl:iog relat.iooabipe and like do.;., for beotowing bulioMS by fa •·or. 

(3) Fi .. oei4/ eooln>lo.-The operatiooa of financial inotitotioeJ 
ohould be directed to sen•e tho inte,..,.bl of independoM busineoo llld 
reatriet.ed apinat. abuiM which promote conoentratJons of po•·er OTtr Amoricon iridusuy. 

(•J ' ""''' m•,.II,..I•.-Innotment trus., ohould be brought under 
etnc~ control to insure their operations in tho in~reete of their in· 
veotoro ratllor than of their managers. The Socuri~ieo arid E<ebllllP ) 
C<Jmmioaion is to make a report to C.,lli""'' on We r08ult. or a «>m· 
])rehcnaive atudy of inn~stmant tnJste and t.bo.ir o~rllt.Jon.a whiM ii 
hu carried on for nearly 2 yearo. The inveetm<>ut truat,llke the bold· i~~g compa11y, 11\lts huge aggregations of the capit&l of lbe public at the 
direction or a few managers. UnJ..,. properly ~lrictod, it lw 1,»­
tent.ialiti .. or abu .. "-Dd only to tho holding oomp&n.f u • denco 
for t.he funher centralization of control over American Ulduttry a.nd Amorican fmaneo. 

The u.mendoua in~oolmonL funds oootrolled b.r our IJ'O&t ~ 
oompenioo ha~e a certain kimlrip to in.-.,.tmont truat&, in tbal ,._ 
companioo inv011 u truot-lhe sa:vings of millions of our people. The 
Seeuiiu .. and Ezehange Comrniaioo Abould be authorized to~ ao 
in•01lica1ion of tho r..,. relating to Weoe invootment. wiw perUculor 
l'f1ation 10 their uee u an imt.PftF ~ of economic pow-er. 

"(6) 8tMt k&Uilig compa-'n4!#. 7 as hardly n~ to polo~ out. die 
gteal economic ~,..,. iba~ mighl be wielded b.r a group which lilT 
l~coeed in aequuing domination over bonking .....,W'OOI in "'!11.,~ 
adorable aroa of the oouno.y. Thot power becom01 part.~e ..... , 
da~~geroua when i~ it Ola!rr.i80<1 from a diatsoeo and notabl.r eo wlooll 
elroot.i••e control ia maintained without •he TMpoolibUitieo or oompjeto ........ hip. 

. We h•vo """" ll1e multiplied ovilo which have arieen from tb• ~1; 
"'8 oomp&ny •Y•tom in the CAoo of publio ur.Uitieo where • ...., nunori~y owocrobip b .. been able to dominato a ·far-dung •.r•tcm. 

We do no1 wau~ tbooe ovila repeated in lhe bank.itl3 focld, and wo ohot~d tak• OloJ)I now tc..., that they ore not . 
. II 11 no~ .. uffioien~ ... uraoce against tho futuro to oa.r ~ha' ~· tn' 

tvil bu l~t. ~ull«J from holding compaoY. opera~iooa tD thil · 
Tho -bililioa of greu harm are inheren\"' tho 011uatloo . 

. I rocom.""'rid that tho~._ al th.it -'on IOiieJat!o• thai 
will tft'ocu•el.r control the operation of b&o.k holding oompiUU<OI; P")); 
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f trado lUOOCiations. Such a bureau should l"'rlonn lor businessmen 
!unoliona oimilar to those performed Cor tbe larmero by the Bureau ot Aluicultun~l EconomiC8. 
lt obould diaeeminate current otatisliul and other inlonnatioo 

regarding marke~ conditions and be in a pooitioo to wam against tbe 
dangera Of ttmport.ry 0\"erproduction and uoeuive inVHUOri81 U 
weir u agaion the danger. oC obo~ and bottleneck conditions 
and to encourage lhe mAintenance of orderly market&. H obould 
studv trade fluctuations, eredit. facilities, and othor conditions wbieh 
affect tho well•ro or the average buain ... man. It should bo able to 
help smnll·bulinoaa m<n to keep tbemscli'OO u well informed aboul 
trade conditions as their big com~Li tors . . . 

No mon of good Ieith will mjgintcrprot these prc>Jl<l$41s. They 
derive from tile oldest Ameriean traditions. Concentration of 
economic power in the few and tho resulting unemployment. of labor 
and capital are lneeeapable problems for a rn<idtm Hprivate enterprise" 
democracy. 1 do nor. belie'"e that. we are tO laek.ing in stability that. 
we wi11108e (ajtb in our own "·av of liv-ing jutt beeame ,..e see:k to find 
out. bow to make that. way of li,-.fug work more effec:th·ely. I 

This program ohould appeal to the boneot common sense of e\·ery 
independent businessman tnte.roBt«< primarily in runn~ his own 
business at. a profit. rather Lhan in controlling che businetsof other men. 

It is not intended ns the beginning of nny ill-considered utrust­
busting' ' nctiv'ity which lnclis proper considamt1on for economic results. 

It. is a prog'rtlm to ()resc.rve prwnte ent.crpriso for profit by keeping 
it froo enough to bo 1\ble to utihze all our ro&Ourccs of capital and labor at a profit. 

It is a program whoso basic purpose is t,Q s top the progre&s of 
collectl,•ism in business and tum bmineu back to the demouatic \ cornpetith·e order. 

It is a Prof!Tllm whose basic thesis is not tha~ the system of free 
prh·ate enterprise for profit bas failed in this generation, but that. h 
haa not fOl been tried. 

Onee at. it realized that businesa monopoly in America paralyzes 
the sy• tem of !reo enterprise on which it is grafted, and is as fatal to 
those " 'ho manipulate it. as to the pooplo who suffer beneath its 
impositions, action by the Qo,·ernment. to eliminate tbc.se artificial 
rcstrainls will be weloomed by industry throughout the Nation. 

For idle factories tmd idle work en profit. no m&n. 

TuE WmTc HoolE, April19, 1938. 
Fn,\NlCLIN D. R ooSEVELT. 

0 
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TREASURY DEPARTMENT 

INTER OI"FFCI: COMMUNICATION 

DAft JUU1'7 11, lMl 

, llr. D. I , Jell 

oo• f . B. 11441411 

Ar,>fOX. 

""' 
11 IIODtbl 

1 rr. 11 1101. 

2 Jrl, 5 1101. 

2 JTI,ll 1101 , 

3 71'1. 5 eo e. 

• 3 rro.ll 1101, 

• 4 ,, • • & 1101. 

• 4 71'1. 8 11101, 

' 5 JIUI 

CSJHI)()G 

1/.,. 

3/ef, 

1/?$ 

1/~ 

r>/rJf. 

5/8f, 

3/4.f. 

3/4.'{. 

af•f> 

1/ef. 

7/rJf, 

'7/rJf. 

' Opo11 do t oo f or 110 w1, 

llaturUz 

12/15/Q. 

12/15/42 

12/15/4.2 

6/15/4.3 

6/15/43 

12/15/4.3 

6/15/44. 

12/15/44. 

6/15/4.5 

6/15/fE> 

9/1&/4.5 

2/1/46 

I1ill. liitt Pre!-

0.15 100.3 3/3'21441 

0.32 100,3 3/3'21441 

0 ,32 100.11 11/3'21441 

0.4.0 100.8 8/3'2144• 

0.4.0 100.17 17/3'21441 

0.4.8 100.14. 14/3'21441 

0,57 100.3) a:>/3'21441 ~ 
0. 611 100.15 .16[3'21441 

0.68 100.12 U/3a>4o 

0.71 100 • ., 7[3'2Ado 

0. 73 100. 4. 4./3'2Ado 

0.71 100.25 25/.3'2A41 

0,73 100.22 22/321JIU 

0,?4. 100.3) a:>[3'2Ado 

0 . '75 100.18 18/3'21441 

0.'79 100.14 14/3'21441 

0. 80 100.12 12/3'21441 
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INTER-OFFICE COMMU NICATION 

Secretary Morgent hau 

Mr. Hna~ , 

o•~ January 16 , 19~1 

The following is ot interest in connection with the tat 
and oil situation. Ur. John Wiley called me and said t hat he 
bad learned trom a very confidential source in the State 
Deportment tha t one ot the large Chicago packer s received a 
colossal lard order from Soviet Russia. The company made 
1nqu1ry a t the State Department to ascertain whe t her or not 
there wae any objection to the execution ot the order. No 
objection was made by the State Department . 

In accordance with your suggestion, I di scussed t he 
at tached memorandum with Ur. Gaston. He and I both feel that 
oerioun considera tion should be given to plaoing tate and oils 
under export control , as i t obvious tha t United States exports 
ere entering ~rmany and that tats and oils are one ot the ~ I 
i mportant deficiencies ot the German economy. Fa~ groups~~ 
probably will protest but all sections ot the community must •/-< - •· 
make sacrifices tor the benefit ot t he country as e whole. , lv.l 

' ~ 
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III'IIJ•••• bp1aMUea ef '*' Ml.lew prt ... IMft l'ieea 50 pep 

-·· l8 .......... ,_ ......... , Waf, 

tiM _,., pl'lN ef Mllew, ef tile ......... 18 tM 11A 

priM 111411: ef H lluh N IUlN, PHI ~ u ....... lew 

If ) .50 Nate a ..... tea Jll'lN M l-n 15 ef 5.15 ..... . 
ftll ............ r.l• ., 50 ,. ....... , *• ~, ,. ... .. 
........ pPlOP te _.., 1 . 

..._, 90 te 95 ,... ... , er .a. •-u• ,......u ... , 
tallew ll l8Hl'llle ....... Ute lMutrial .... , J••U.alarlJ' 

tor 101p .. u .. (-... I1711Plll, ••ea •ta•lJ fer l .... vlal 
PII'JIIIII ... rer •-.te•ln•, le u , ... ,.. .. , _,_,..._,,,, ,.,. 
la'IIPl-u, rer V..ttac 1 ......... ..., ,.._. ,..,,,,,, 

O!n!a' m .... tau .. 1, le• 

'hUn prl ...... 1Ull ftlatlYill lew la ao..-rtMa wltll 

Pl"''fl"' ,. ... , Aeaplte tllelr ,.._, ....... l'iel. trl- MA 

4eolla .. la Aqu! 1,-o te tile :W.at 11'1111 aU.. 1"'· eel .. 

'' • l&J"''' •-•U• ,......u .. or wu... tart ... •*• '•" 
u4 eUe, ... te tile -•J'leUoa ef .. ,.u ••"' .. nat• fiP 
t!llll ......... . 

ftll Jl'lN :!,G.," -- 41111W M l.-.JT 15 fiP ,...,., I 
PPlM l..atlt1e at Clll .... (u .. _. ta u.e .,. priM 

262 

lallu), wlalle a'llon .a. ....... prt" ef 19'0, la 1•"• ._ 
la Ill ...... , .. _ ... , .. ,....t ... 5 ,..... ( .......... .. ...... , 

--· lM11lall Jl'l" , ...... 

"' .-... .... ..., u Mllew ""'" ...uc .. ~ 
CIUP!IP ., 1,_. .... 1w ~ • 11111t1•u .. .r ..ut• h'Nl..-

-••• 
(1) .t. nn• 1 ••auu la ""1• ..rattaca •' 68 

... er 68 ,_. ,...___. Qa WJJ "' ,....,,1M ef Mllo•. 

(2) .t. PlN la la .. ,n ... , Nnltl .. ,,... U.. pre•­
,.,, 1f a .,...,,,. Qaa ••NIIol1 •••U•• la 11181 MJ4l1Uap 

1a U.. late wta!IP 1114 ,_ a .... ,......, ..,.,.. ''""'" .. 
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a 1' per _, ..... ou .. la Ge ...-lac Plc ... , 1a 
19,1, ....,., .. U.. eoiiJ)aUUoa of elaaap l.aP4 u 0 ... , 

MtOPlal . 

Ol fba 41ft1olll.t7 of ollbilllq oupplloo of ,..rkla 
o1lo t roa a broad for aoap •t1ac 111oroooH u.. ..... 
tor tallow. !blo baa lloo11 dwo partlJ to lll1pplq 41f­
fl0111U .. • ad perUJ, aoooP41ac to trade ftpon•, to 
YlrJ llii'IJ biiJlDC Of o ll .. tOPlall )J Japaa aa4 ... Ola. 
tlltll too oCNatl'l .. aro raportH, fop oxaaplo, to ._.,. 
boell ••n baa't'7 'buJoPO of ooprpa (troa '*ia ooeo•t oU 
h ntr .. to«) 11'1 Ull Al111pp111o Illall4a , tlllaa ralllq 
tho prloo eharplJ aaA llaltlac ~ lllpolloa aYall alllo 
t or o~or bll)'tro. Ooooaut oll prlooa ba'lo raooUlJ MOll 
raUod, owlac \o tho laollllltJ of Mllllfaot\IJ'OPI to boa7 
oopra 1a &aJ Yoluao. 

(~) fallow prlool ba'lo 1baP04 la ~ raooat pMNl 
UNJIC~ la pl'l- of fa to aa4 o1l1, wb1e!l tl'l4o ...,.. •• 
hl•o anrlllillto« 111 aa lllportaat 4opoo to.._ • .,, 'IIIIIJ1ac 
or laP4 aa« oooo•t oll 117 ... ala aa4 Ja~, 1.,11o417 
tor tll'lliiO-Ibl.,..., to o._,. Jlll .. la U roportod to 
biYI bouctat oooo•t oll u..,u,. oa tu Paolflo Coon 
aroull4 tbo tlnt of , .. MaUl, oao tll'tl4o raport pl.ao1ac 
eue!l purua .. • at ,,ooo tea• . Ja~ u raporto4 to 
hl'll obtalaH abou' 800 tou of l.aP4 ln ~u oOIUitPJ 
wlthlll tho ,.,, 110atll, aa4 Jlllllla 11 ••14 to ba'll llooa 
boaylq lard oontraota boaYllJ 011 ~ ahloaco looN ot 
froda . Pra•• rapone ot .J .... PJ 1• 1114lodo nat a dalaJ 
la tba •••••• ot ~· l ard to l'lll .. la 11 Olql0oto4, 411• 
to lnabllU7 of that OOIIRt rJ' 1 acoat bara to obtola 
ehlpptac .,. ... 

(~) fbo klcta rata of llldllatrlal aoUYUJ, \opt!lor 
•lth 4otoa .. 'bu)'lDC, ba• 4oubUou 1aoro .. o4 t ho c!oaaad 
t or tollo• aa4 for JlJoorlll ( a bJ-prodwot or all tau 
111M 111 aoep wttac) . 

( 6) lo• _..,.. .. wylac of tau .. liJ 1D4110,rlal 
uara ae7 ba'll llooa a fa~tor 1a tho raooat aarltn, 11aoo 
tho prho wUoot for tblo povp 1o eou1brH 1n ... 
tll'tl4a to llo '111111110!1 , owlac to .U proo pooU'II dool111o 
h 1aP4 p...._oUoaL 1a-aoo4 oll1pp1ac 4ltflwlstoo, aM 
o~~paaatac ....... ,... .,.,.,...., or Aplnlhro ,.,, cue 
11AP4, hllow, aad poaiO prlOOI OPO ltkOlJ M ai.'I'IDIO 
rala,1Y01J aora ~~~ prlooa of otllar tete, booauoo of 
proopootl'lo ... ...,.. 1a tM •-•U• 111ppl:r dtllaUoa• . 
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TREASURY DEPARTMENT 

INTO 0~ COMMUNCAT10N 

Socrotar.r Morreot~ 

CONFIDENTIAL 

Reshtero4 otorlloc traaoacUou of tbo roporUoc 'bealto wro ao tollowt 

Sol4 to co•orolal 04DCoroo 1.51!,000 
Purcbaoo4 froa c-orolal coooeroo 1. 11,000 

265 

Op11> ..not otorlioc -.. t1rat quoto4 at II,OJ-J/11, who'ro lt roll&iud '11Zlt11 Jato 
a!ltrDOODo I\ clooo4 at 4 ,0J-1/2. !ru.aacUou ct tbo roportlDC baDts wro u 

foUovtl 

Sol4 to .,_rclal ccoceru 1.17,000 
Purc baao4 trca c-rclal 'ccocono I. 6,000 

J. 71W' rata of ,Of>-9/32 .,.. rocolw4 troa Sbu.cb&l tblo aonlDC, roproooatlDC a 
~o<lllll ot 1/'41 froa ,.otordq'o 1oft1, !ba llev York -.rtet tor tbat cvroJIC)' -.o 

IDACtlft, and a noalaal rate at , 01>-5/16 .,... rocor4od at tbo c1o••· 

.h!do fro• a ao4orato 4oc11Do lD tbo .t.rreotlDo tree pooo rato, pooolbl7 rotloot­
hac tbe reported rtolD~&tlon ot J'iDA~><>e Nlolotor Plu4o, tbo otbar cvroocloo ozporl­
ecced llttle chance. Clooloc quotaUou wro1 

C&D&d.lu 4ollar 
Svloo traoc 
8w4hb ll:roD& 
llolc.b-m 
Lira 
.t.rcontlD& p .. o (troo) 
llrulUaa allrolt (froo) 
lloxlcu. pooo 
Chlb&A pooo 

!bare wro 110 gol4 trazaaactloDo co-to4 1>7 u to4q. 

'rho Stato !Mpartaont torwar4o4 to 118 a co'blo otaUac t bat tbo tollovlDC _ ,, 
or sold bad booD oblppo4 troa .Aolat ralla, to ba ool4 to tbo SaD J'r&Dclocc 111Dt liPOD 

&n'h&l. lD tblo COUDtrJI 

1577,000 oblppo4 'b7 tbo c-oowaUb llaDit ot J.wotralla , 8J4Do7, to tba J'o4oral 

Bult of Su. J'raDChco, 
oblppo4 'b7 tbo llaDit ot )low Sov.tb Valoo, 8J4DI7, to tba AMrlCOD 'trill\ 

Oa.p&DJ, SOD J'r&DCl oco. 
fatal 
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h t.oo4oa, tbo ;Prloeo flD<l tor epo\ u4 torwrll. ollwr wre 'bo\lo 'IIDOheap4, a\ 
a~~4 2}-}/164 reepeoUwlT, !be 4oll.ar oqulftlnte wre 112.211 a4 112,1QI. 

H.ndt &lld ~~an&D'• aoul ... a\ prl oe to•r to relca elhu .... 11D0baace4 at }.,._3~· 
f reuu.r:r'• pvcbaoo p rloo for torolca e llYn wu alto uacbaapd. at 351• 

vo 111&4• ol&ht pvobaeoe ot ollwr totallac 675,000 .......,.. uader tllo Sllftr Pvcllaoo 
ot thlo uouat, 100,000 ......,.. roproeoatocl a oalo troa laftll\OI'J, ucl \be .-~ .... 

I'C 575,000 ouao•• oone ietocl of aev procb>cU oa fro• forolca coua\rioo, tor fo..-rt 

!tU'ft'f7• 

////~ f 

CONFIDENTJAL. 
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lederel. Reaern Balik 
of Wev York 

D&to JanUA!Y 16, 1941 

Sub3ect lrencb Iutereata ln tho 

Hunear lan Gene ral Crodlt ~Ank 

to J.!oura . Roelle (Sanford) Nld McKeon (CMeron) 

267 

You ~Y be i ntor eotod ln t ne following comment• on t ho information contained in 

~por t~ent cables, to t be effect that the Dreadner oADk tried t o acquire 

orall percent&&• of otock which t he 1ead!a, l rencb ~ent vanu!r cturer • 
..... ~!<L•r et Clo. (I.e Creuaot) , hold• 1n t bo ~i ... O.norel. c .... ditbank, Allthorht-

the deal, I'CCordl tl{. to t he A=:erican :£mboaoy at vtob¥, vu refu.aed b;r the 

?1o...l\llCe !-.ln.l et tr, to vboll the u.tter bad l>eeD referred ln accordance vitb 

exohr~ re""'-oUooa presentl;r uiat!ng h !'ranee, It aA¥ be aignit!cant to 

t r. ... ~t theee ree,.ul atlonl were recently amended 10 aa to :trohiblt , vitbo~t the 

::tnlat er ' 1 apeclal a.utborlza.tion , the tale 1\'broe.d. of f orelp «ecurlttes 'fhlch 

O""Dti by ::'rencb clt l zena , th~ sa l e of auch aecu.rltlea in France to a for·eigner 

rtaidea to ?rrnee , PJnd &11 purchAses and eelea of French aecurltlea ~bleb ere 

:'!:o =t.~~ri an O.oort\1 Credlt :<le.nlt 1a by far t ho ,..at l~~portant banking inatltut!on 

~:lll.ary. At tho ond of 1939 lta c .. p ltal aad ruenu aeountod to 63. 5 aillioo 

!to co~oaito to 390. 5 aillio~. ita to•~l roaoureea to 525,4 alll ion, and ita 

of atoclca , aharea and •undr;y invoat..ento to 93 , 6 .,nuoo. 'rho lliiPortenc• 

inot itutioo DO¥ bo better indicated by the •undor teklnga belonging to our 

ot int erea ta" deooribed in tho ~a.Dk'• report for 1939 llJld br lofl.T •~rhed 

16 f inancial inatitutlona , 8mong vhicb are Hun~· · lo&ding fore ign excbangO 

~"t1tutioa Md ~t1o~ l!'rl~-a ba.ck, 10 local. bankl, a truat coopanr. !Ul l nsurr.nce 

\.. 
'~y. a YU&Otla"flan eo-rciel. bank aad a Dlltch lnduatrlal bv>k. 

Regraded Unclassified



268 

- 2-

11 t ....Sl l!l> orpAhaUona, ldlich AN II llanar co.,ai .. ( O.Daral, Tucoatan ... , 

<;r .. k), 5 lJiport-xpori flraa (for cbar<:oal, coli:a, •tal, cor.., woo4), 

coodo dapartaant (olaalil!l> in aupr, c:<~ttoD, coal, etc.) t.114 a .,....hcuail!l> coepaq. 

26 1nduotr1al enterprlaee, exteno11n& OYtr a1n1n& (inclu41nc participation Ia tht 

Truot Cc. of Zurich, repreoentin& inhrnatlooal al'lllllinlua iDtoreoh); oteol, 

, ,.t0u rll>& aco1 elactrieal vorkt; textile, chnllcal uo1 nn4>7 inoluotrlao, 

14 oqleultural Ulld.orialdDp, 1Dclu41nc wgar aad foo4 inoluotrleo, alllo, 

Ko.noftr, the baDit p laT• an iaportant rola 1a the Hwocarl.N> Innotaent Cnp&DT, 

, eotobliohod b7 the Budaptot bank~, ano1 i n cooperat i on vlth ito oliroct UDdo~ 

i t t1nancod about 17 par cent of tha Hwocari ... OoYtrn»eDt '• one-billion piDCOI 

At the clool ct 1939, the Bo~o1 of tho baDit vat compoood of 23 Director•, of vhca 

were Rllllpl'illll, 4 Frencb-repreoentatino of t he llanquo oleo Pqo du llorol (2) , l!anqua 

11Unl on Parilllnno (1) , ano1 Union Europaeno (1)- e.nd 1 Dutch . Until 19}8 l!aroa 

!othocillU of Vienna hao1 a oeat on the boarol, .lccoro11n& to 1Moo4
1

• 1939-

"""~"'"'11 · ' tha llanqua da 1 ' tJa1on Parilionne appoaro to be connected vlth SehnoUer 

It 11 pooo1b1o t hat the relatln}T oM11 percoDt*C" of otock ectnallT held 

• bloc b7 Schneider at Cia, ~d &iYe Gtr.aAT vortdnc coDtrc1 of tha iDoUtutioD, 

tho !Me of oeattoreo1 aa,jor1t7 oharto. 

It aq be lipitici!Jit to poiat out, in thio connectloD, tbat a. .... latorooto 

tWICte<lool in b~il'll$ the u,Jorltt cf tbo obartl of tbo largeo\ l"4"olarla11 

tho Opote Y~ola,..nuo llankarok:o Drua tvo 1.. D. ( Geaerbl Y~olaYian llankill& 
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TREASURY DEPARTMENT 

INTII:It Ol'l"'CII: COMMUNICATION 

:ml"C'l'"'X ' Ol,.IDEill'lJ\L 

Secretlll')' l!or&eDtball 
TO 

""'" 
11r. Klaus 

IBI report s: 

269 

!Jee""'ber 9 ODd Dece:::bar 18. Jo&anto reports 01> the trcaportatton cr UDi ted 

suus 11rronc;y by the Italian cliploou.tic ottietala r..... !lew OrloaDB to Rio de 

Jano! ro ond from Moxioan border to llutco Ci ty. Inromauon that t 6 new u that 

u !le cu•toma ott! clal.a were or1&1nal.l;y requested b7 .!"BI to conduct t he search 

of t~e rutcases in New Orleane the actual aoarch was eon4ucte4 b7 PBI A&anta 

; llo found f2 ,4ro,ooo in ourreno;y; and there 11 an i ndication, not r.ade clear, 

tt•t t be Ital.tane visi tad tho Oentan Ccmaulah Cenaral. at New Orleans before 

lloOr<!l.,.; u e ship tor Rio. 

18Dunry 14. Now York Herald Tribune baa aenral. man at l!rownertllo, Texas to 

!<cura pbo~pba or l.eopold IQ.ota and Vera ltont&oz:lery wbo are supposed to be oarrrtna 

currency tor t he Nuts between llexico and ~>ew Tort Ctt:y; the dollar "ftlue o r t ba se­

eu.rlUes disposed of by Vera lf.ont gomery is roduced t:rom a billion dollars aa prertousl:y 

~"'"""ad to $500,000 , 000. Tne Herald Tribune will se:y when tbe otory breaks thet Vera , 

\. ll1t~ery NDO a rl:yine school at her baoe at Acapulco , J.lenco to train liuia and that 

et • ear.t two parsons aaw ber J O&Te tor Mexic.o some ti:me aao with two l ar&e sui tC&M a 

lUll or money . 

]enuary 14. he co-untat Party to aatd to be 1Dit1attne a progra for • general 

otrl ke tn 1\ew York, San .lrranciaeo, and Cbio&&o to be eonduoted in &YJipatb:y with a Com­

:m~!n &eLeral &trUce :;ov..,ant 1n J!D&land ae J'Orl ot t he dt<J8Jld8 t here tbat Brl t t ob 

"labor• tal.:e cont rol ot t be Conrnmant and begin liiOYes tor a negoUated peace t hlOOil>&h 

t te aervicoa or the Soviet Union; purpose ot the etrlkes would be to iiCIIObilhe ""''PI~'"~ 

cd ti'6Ilsportatton 1D tbe UDited Statea and ballper lnduetrlee producing oo..odltlea 

'fittt.l to the naUonal defense. The present policy or the ec-mlat l'ti.rty U to en­

couroge Ito members to obtv.in poal tiona in nauonsl deranae 1nduotr1ee and t~ transpor­

taunn eynems ot the country. 

1anuary 14,. In aooordanoa with llr. 111111'• ougeestton lHI ia conduotln& an 

iDY .. Ugetlon in N• York or the uae or botel sate deposit T&ulta by foretgnera tor 

lloudl ng Unit ad Stales ourreno:y. 

January 1,. z, veattgation Is being oonduoted al to tbo olrouaatanooa under 

•llicb the Bel&ian '!llobaesy tranaterre4 on J anUIU')' 6 , tl9,000 t o tha cr edtl or tba lllls ter 

or I e ilelsl&ll t anker Laurent llaeu• -' San Padro. 

1anuar:y 15. lillon& other traneaot1ons reported ; tho National City Bank, New York, 

trenatarre4 from the account o.t the Snr1g .. Rilcabanlt, St ockbola, ~.526 JanUIU')' ' 

61ld ;321l,ooo Janu....,. 6 to tbe same account with Natlcmal Cit:y ' a aumoa Aires branch. 
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DAft ~~ 1.10 1Ml 

FBI ropono: 

1&.1111Al'7 10. !'bere aN JIIOI'peel\a - the Pontnllll <Iollar GOb•~~&• me 
n U be chqe4 1A tile ,..... tlmare n- 6i eo1aa to lila <Iollar to et u a ra­
oul\ of tbo reo•\ tl-0,000,000 loa ~1'11Dte4 117 t:lle lllpon-ll:rpor\ llllllk aD4 \he 
tucN&•• ill ~· hrurl• pl4 reeu ••· 

] OJNt.r'f 16. On \Ill roO" daU- of llr. wu..,. IBl llu bepa u ~.Annl-
p UoD of the tiA&Dolal &othUlH ot no Perllrtllll pro-Bula - 1A - Yorlt 
C1tJ, l!eoft'o. O~lcl-lner &114 JDWalo CllopUea. 

1Uu&r1 1 • • ht-DM- & - ~- 31 ~ t'ol.l.owi.a& w1\b4renl.a 
&114 depoa1\a wore •4• 117 the -'r1aa ..-.4: ( 1A Hew Yorl< CU:r aooo1111U) 

0.1'118.10' 
Ital:r 
1ap&A 
Rll .. 1. 
Swede 
Swlherl&ll4 

Wl$hclra!!l.! 

• 1,&51,8113.05 
7,832,055.89 
8,831,586.90 

309,538.08 
5,8315,170.&• 
9,~.738.84 

D!po!lt• 

• 2,9.8?,319 . &2 
1,816,115 ... 
&,:!67,3l50.?0 
2,00.,08&.315 
5 , 81, , &?8.118 

11,636,US.M 

~11. 
' 
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aRITIIM liiUaiY, 

WAIMIICTOI , D. C. 

January 16th, 1941. 

aacret. 

Honourable 

Dear Mr. Secretary, 

I enclose herein tor your 

personal and secret information a copy 

ot the latest report received f!om 

London on the ailitary situation. 

Belie .. e ae, 

Dear Mr. Secretary, 

Very sincerely youre, 

Benr7 Moraenthau, Jr., 

United Statea Treasury, 

Waabinl(ton, D. c . 
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\rloua• aD4 o t.lllr ... a. were aarr1111 ou\ wUb area\ 41\ar-
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8. / 
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PerPonel and Secre t 

Dear ~r . Secretary, 

IRITIIH EMBASSY, 

WASHI NCTON , D. C. 

January 16th, 1941. 

I enclose here in for your 

personal end secret i nfonnet1on a copy 

of the la t es t r eport received fro~ 

London on the ~ill tary situation . 

Belie ve me, 

Dear Mr . Secretar•y , 

Honourable 

r!en ry lworgentheu, J r., 

United $tat es l'r eesury , 

Washi ngton, D. c. 

Ve ry sincerely you rs , 
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fr.-2/2657-220 
No. 294 

REST!UCTED 

SI'nJATIOil IIEPOOT 

I. Western Theater of War. 

l. All· 
!2!!.Y,: No important. operationa , 

II. I.D., W.O. 
January 16, 1941. 
12:00 }1. 

280 

Nisht.: German. The Lu!tnaf!e attacked in r.>O<Ierate 
strength, principal concentration beinc in the Derb)' area. London 
was also boulbed . 

Nif!ht: British. 'nle R. A.F. operated normally, concen­
trating on llilhel.:nahaven and also raiding Emden, Br...,..rhaven, Rotter­
dam, Flushing, Brest. and oirdromes in Germany and Holland. 

II . Greek Th&~>t.er of \/at. 

1. Ground. The Greeks are advnncing slollly in central 
Albania, in spite of local Italian counterattacks. 

2. !:!£• Limited Italian activity. 

III. African and Uedit.erranean Theaters of liar. 

l. Ground. British artillery continued to shell TObruk. 
Their reconnaiuanco patrols west. o f the tOI'm reported that Derna 
was being fortified , In East Africa and at the Oasis or Jarabub 
there was patrol activity. 

2. A.ir. Normal activity in Libya . The R.A . F. bombed 

Catania, Sicil;r7 

Note: This military situation report is issusd by the Uilitary ln­
telli~nce Division, Qeneral Staff . In view o! the occasional in­
clusion of political information and of opinion it. is classified as 
Restricted. RESTRICTED 
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GROUP L!EETING 

Present: 

H.!.! .Jr: 

Gaston: 

ll .!l.Jr: 

llr. Wiley 
!lr. Wte 
Mr . Gaston 
J.!r . Paley 
Kr . Raas 
J.!r . Graves 
J.!r , Young 
lfr, Foley 
Mr. Kuhn 
1!r. Thompson 
Mr. Bell 
Ur. Schwarz 
J.!r . Cochran 
llr . Sullivan 
Mra. Klotz 

January 17, 1941 
9:30 a.m. 

281 

Chick, I didn't read that story about York, 
PennsylT!lllia, in the !lew York Times yesterday. 
Uil.l you pick it out and send it up to the 
house? They are running a aeries . It is very, 
ney good. If aliJbody wants to read how a town 
is affected by the na~ional defense, I recamaend 
it . It is in resterday'e N.w York Tiaes. It ie 
gcod. I onlf read it quickl7 and forgot about 
it. 

United States Safe and Look make• guns. The7 
make guns there. 

It is the effect of national defense . 

Nol"'ll&&l'? 
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ThOIJIPSOn: 

H.lJ.Jr: 

Bell : 

H.ll.Jr: 

Schwarz: 

Bell: 

H.!.!. Jr: 

Bell: 

H.l.I. Jr : 

Whl te: 

H.M. Jr: 

- 2 -

I ~Te nothing at thla tl.ae. 

Bell? 

(Mrs . Klotg entered the conference . ) 

TeO. Goldsmith, who writes thla weekly letter 
met Professor Odegarde in the corridor and wfll 
probably mention h).m in thla week's letter. I 
lUSt wondered if you wanted to cake same 
announcllllent that he is here and what he is 
doing before it comes out in that letter. 

Well, supposing you (Schwarz ) te.lk with Kuhn 
and Odegarde . 

If we are going to mention it, I think we 
ought to do it before then. 

He saidhe was trying to see if what was done in 
past campaigns would fit into the present situ­
ation . I tliink you might want to give it to 
all the press rather than just to Goldsmith. 

What else? 

That is all I have. 

Harold? 

Harry, how is the battle with the Federe.l'l 

Well, It went as far aa it could l&at ni~t. 
We reached an !Japaue, and they are ce.bllng 
to London for more information, and they said 
they would br ing it in this morning &a soon ae 
possible, and I thought it would be much better 
to delay it a day and have that information 
because it involves a pretty large sum. 

Well, I read the editorials today in the New 
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:c}t~·:n rz: 

r; . . Jr : 

Fole; : 

.. hi te: 

Schr.-arz : 

·:.hltc: 

::._ .Jr : 

- 3 -

York Times, the Tribune, and the Post ana I 
really got quite a thrill because they are so 
much better than I could hope for . \'il~at has 
happened is , in this one paper, I ~ave them 
the cold facts . I di dn ' t try to e~itorialize 
but t~el all say the fieures th~ t I pave arc ' 
an impel l ins reason to do this for ~gland . 
To me, I don' t see ho1·: rou could r-et a better 
reaction, and they all are the s~e, and I £C 
just tickled. I mean, they don' l sa;r e.nything 
about :.1e p:rsonc.ll; , but the~· sa;.• the orcer to 
pass the b1ll i s 11hnt r:e \~ant , and : e::: iust 
delibhted at the rec.ctions . You ou,ftt to read 
them, narry . They explained the dif~erence 
between the Federal end ourselves , and they 
all explained i t anay, too. 

They are all sa tisficd r:i th it? 

Yes . So I just wonder - when vte get it , I just 
wonder if it is ~:;oin:; to (;O tha L na·;, whether 
we want to muddy the water . 

It is a good thin~ to have . 

Did ;ou read Linz this wornint? Is it all ri~t? 

lie s till raises a fe1: points, but I think it i s 
all right . 

J:e tol O. me, "You rrill be very :>leased uith r:hat 
I said. " I diiln ' t know what he said. I eo 
a little suspicious of that fellow. (Leughter) 

The Tioes had Cl arence Linz oayin~ so~e~hi~g 
snooty in my press conference . I knol7 ~e u 
goinr; t o write somet hi ne; nice . But go .hrou;;h 
that . 

r:e nill have to because it is a prett r l ar:;e sum 
involved. 
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H.U.Jr: 

Kuhn: 

H.!.!.Jr: 

Kuhn: 

H .1~. Jr: 

Kuhn: 

11 .1.! . Jr: 

Bell: 

H.U.Jr: 

Bell: 

Gaston: 

- 4 -

Wh~le I am on the preaa, ;you (Kuhn) know that 
editorial the;y wrote in the Tribune. 

Yea, "Morgenthau and Jones . • 

Yes. I thought you might write a letter for me 
and tell t hem that I got quite a laugh out of 
what the;y said. I enJoyed it, you see. And 
then sa1 to them that I also am glad that the;y 
are beg4nnlng to enter the financial facts of 
life, and I suggest they read their own finan­
cial column, and if they would go further the;y 
could learn a great deal more about it or soae­
thing like that. 

Is it worth doing? 

Well, think about it . I only l't'ant them to get 
a laugh, that is all. I got a lau~h . But 
evidently they are learning something too about 
excess reserves. 

I am not sure that it is worth kidding these 
people . 

Skip it then, i f you have any doubts. 

An;ything else? 

Did you see where Pinedo has resigned, the 
Argentinian? 

No . \Vhat is the trouble? 

ipparentl;y he had a little difficult;y on these 
reconstruction plans in the Congress, end he 
resigned. 

Waen • t there a story yesterda;y, Dan1 that the 
President had persuaded him to rema1n? 
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Bell : 

Cochran: 

Bell : 

H.J.!.Jr: 

Bell: 

!I.~: . Jr: 

i.'hi te: 

H.l.I .Jr: 

285 

• 
- 5 -

I didn't aee it. The;r said that the Actin 
President didn't have control of the situafion 
and the President, who had been sick and awe ' 
f r an the city, was cani.ng back next week an{ 
the;r hoped he could straighten it out . ' 

That me~a then, doesn't it, that the enabling 
legialat1on has not been passed which would 
permit than to consummate their arrangement 
with us . 

That ia right. 

Harcy - excuse me, are ;rou (Bell) through? 

Yea . 

Here is a perfectl;r amazing docl.llllent f rom the 1 ~1 I.· -t-1 
Chief of Staff on the British ahipping situa-
tion. It takes in that memorandum of Lothian's . 
It has taken 0. N. I. and M. I . D's figures and 
compared than and analyzed the whole thing, and 
I thought you could take t his, you see. They 
have done an amazing job on this whole shill-
pin~ situation. Let Kamaroh take it and f1t 
it lD, and I think that everybody ou~ht to see 
this. I don ' t mean this l:A.It - thb J.s taki~~g 
0. 1- I., ll. I. D. , plus Lothian ' s statement, 
which you saw, and working the whole thing out. 

You saw that note that according to the in!orsa­
tion which we had that their stat~~nenh which 
they published and which the Nnd J.Ulit&IT 
Intelligence gets of the sinkings understa\ed by--

That is right . Now, another thing, I get these 
(referring to memorandum from General Miles, 
dated January 16, 1941) every week and, if they 
are late, they are no use. The less memos I get 
of that type the better. If Kamarch has that--
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That is ready on my desk now • 

If Kamarch doesn't need these, I would rather 
tell General J.li.les I don ' t need them. 

I will ask him. 

Let him know nhether we need those . There are 
other things - I mean, it is the f irst time 
I have ever real ly gotten a ~ocument out of the 
Amy that - somebody is doing a really first 
class piece of r.ork. 

There are some state~ents in the testimony that 
Ed has already gone over, but with reference 
to some of the figures that will have to be 
changed, but one I r.ant to cal l your attention 
t o. In t he light of information which 'i/as 

developed last night, they said that they had 
used all the gold South Africa has produced. 
They have not. There is at least a hundr ed 
million l':hich they have incl'eased, and we may 
develop a little bit mo!•o, but I am tclline 
you t hat in case it comes up. 

Y:ell, I want Kuhn to si t in on c:; testimony, 
too, in the correction of i t. 

i',ell, I think it r:ould be a good idea for him 
to- -

In other words, I am. not goin& to rea~ it , but 
if Foley and 1\uhn and ·;.nite agree on 1t, l et 
her ride. Do you see r.hat I mean? I o:nn, 
you are a committee of three to handle 1t. 

Yle ought to get it back qu~ckly ! beca~se , they 
wi ll print up the other thmg, 1f we ~on t . 
They r1on ' t ':ai\. for the corrected cop1es . 

Thetis nhy I an elwinatin!; myself . 

286 
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~re you going to print it before the hearing 
1s closed? 

Yes. He has ordered it done that way . 

You are not waiting on me . 

No . I e.m Just saying that I would like to get 
it back th1s noon if I could. 

Yes, we can fix that . I just got it a few 
.Unutes ago. 

\':ell, I don't think r.e can doctor the figures 
much. If they have given us the incorrect 
information, v;e 11ill have to stick, and 1'hen 
'lie {:O over on the other side ne can say that 
e.dd1tione.l information has been furnished and 
that explains the discrepancy on that basis. 

\'.'ell, we can fix it up, almost, nearly, about , 
and so forth . (Laughter) 

\,ell, anY";e.y, you have got a coomi ttee of three. 

You have distributed those thinGS· Everybody 
has got them, Herr]. You can ' t io back and 
say, "Al.i:lost, e.'!>out, and nearly. 

They are estimates. 

We won't do any dif ferent than we have done in 
the past , (Laughter) 

They are estimates, end you said there was a 
wide margin of error. 

Sure . 

I 'l"lill show you any significant changes con­
tenple.ted. 

I 
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All right, Harcy? 

All right, sir. 

All right . George? 

li'e have taken the latest British requirements 
for '41 and '42 and expressed them in terms 
of steel capacity. If they don't get the 
steel - if we don' t get an increase in steel 
capacity, I think it will be very unfortunate. 

Don't you think I ought to wri t e a little 
letter and give this to the head of J. G. 
White who came to see us? 

I think it would be very good. 

1'/hy don ' t you send them to him? 

I think i t r;ould impress him more if i t went 
over your signature to him. 

You flatterer . 

\'/ell, he probably--

O.K. 

There are so manr people "ho have different 
opinions on it. 

All right . 

I take it , i t was a compliment to the office 
and not the man, George. (Laughter) 

I began to worry, Harry. You had no comeback 
at Foley there . 

All right? 
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That is ell I have. 

Hazard, who writes for Paul J.:ellon, was in to 
see me Y?S~erday r.i~h respect to the activities 
of the L1a1son Comm1ttee and I gave him a brief 
thumbnail sketch of what VIe have been doing 
of the :procedures involved, all of which is' 
public 1nformetion anyway, which any supulier 
or purchaser who comes in - we tell them.ebout 
the same thing. On that - I ac seeing Stettinius 
at 11 o' clock on priorities again and QaY give 
him a copy of the let ter which you had fran the 
President on the South ~~ericen business which 
outlines the priorities for South !aeries . 

By all means. 

Mr . Gross of Lockheed is in torm all day today. 

Before you get on that, tell !.Iack I will see 
him sometime t his morning. I don ' t knor1 just 
how my appointments are . We had this lunch 
yesterday with Stettinius and Knudsen, end 
Knudsen had beAn promisin& us to clear some of 
these priori ty things, none of which had been 
cleared. He promised to do it ?uesdey a week 
ago end Phil said to Knudsen, "I thought you 
said lou nould give this priorities the bum's 
rush. He saic "I did, but I gave it to 
another buo. • {Laughter) That is the funny 
side of it. The sad side of i t is, these f el­
lolvs - I mean, i f anybody ever ;;rote, it is. the 
most sickening t hing that there is no orgenl­
zation on clearance of priorities, end ~hen 
t hey tried to explain what they were do10g, 
the only thing that Stettinius could suggest 
1"18.8 that he could make Mr . Vialter Stewart his 
assistant in charge of this thing. Of course, 
Walter Stewart, in the first place, wouldn't 
take it, and in the second place, he isn't 
fit for that kind of work. A man who won't 

• 

Regraded Unclassified



!oun:;: 

F.. : . Jr : 

Young: 

I: ..•.• Jr : 

1.." . Jr: 

Young: 

H. lJ.Jr: 

\.bite: 

H.M.Jr: 

290 

- 10 -

write a memorandum certainly can't rlo that Jdnd 
of work . He said he would clear it all by three 
~nd w~en ,he got into the thing he found there ' 
~us~ 1sn ~ any. organization on priorities . It 
1s JUSt s1ckemng. . 

Y!e have about 20 cases pending now over there. 

It is just sickening. 

The majority ar~ British and a large batch of 
Dutch ones . 

\',ell, keep pressing them. 

\.e ere going over at ll o'clock this morning and 
he is going to explain to us why he can't clear 
today certain--

You remember he said they would all be cleared 
up at three yesterday, and I off ered him a bottle 
of Argentine chempaig.ne . I firs t said champaigne, 
and he said he might do it. 

I also have the top Dutch purchasing people here 
today going over their relationship ra th the 
British pricarily in an attempt to get out .. 
future requirement programs on the Dutch . D1an' t 
fOU say you r.ould llke to 1teet J.:r . Zi.=er:nllJl r:bo 
1s the head of it? 

f!ot today . 

That is all I have . 

Of course, i f the Dutch bad any-­

Che.ese . 

Or something like that, we mi ght take another look 
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at the situation . 

Ann Llorgan was in yesterday. 

I eaw that you and the President san her. I 
was too busy. 

Yes. She was in about 50 minutes. Part of the 
time she was in Alphand was waiting outside. 
He was ~~ple by the time he got in, but when 
I told · who was in there, lie quieted llorm a 
little more . 

What did Annie have to say? 

Mostly she thought the British and the United 
States were making a terribl~ mistake with 
regard to sending food into France and that 
she was deli~hted that the President had 
decided to l1ft that a little bit, but she 
thought it hadn ' t gone far enough, and she was 
undoubtedly going to l et him have both ears 
full if she got over there. She was well 
warmed up. The only point she had as far as 
we are concerned of Slgnificance was that she 
wants five thousand dollars quart erly to send 
into the ar ea for her work over there. 

I thought we told them - we gave them 10 thousand 
dollars to bring her gang hom.e. 

Well, I am not sure we put it quite like that . 

I did. That is what Professor Chamberlain said. 
\'le gave them 10 thousand dollars, and she and 
her whole gang should come home and stop mess­
ing ar ound over there . 

Well , she has come home, but the gang is still 
over there, at least part of it. 
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Vlell, l et her bring the gans ho:ne too I 
don't see why you want people mes~ing ;round 
there. You don't expect to practice law in 
Wall Street, do· you? 

No, it isn't a question - I think Ann Morcran 
can make a lot of trouble. I don't see she 
does an awful lot of hal'll1. Five thousand 
dollars-- (Laughter ) 

I wouldn' t say she vtaa ted her 50 minutes. 
(Laughte.r) 

You don ' t J:lind my kidding you about your future 
practice? 

No, not at all . 

If I had any doubt about you, I wouldn't have 
you where you are . AnY'vay, I will leave Annie 
to you . 

All right. 

ft~d t he President. 

That is all I have . 

!.lerle is getting a little--

r did the presentation yesterday. I took her 
do\711 to meet ;.!r . Pehle . 

I see. 

\'/ell then Alphand was purple after waiting 50 
minutes ~hat fla& he Ylhen you told him he couldn't 
take th~ gold out o£ Martinique? 

I gave him t hat message . 
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That is 1'1ha t made him purple . 

i','e divide these things up. 

Pl~se do ~e a little favor, ~erle. r r . Bull 
sa1d he woul d let us know in 24 hours see and 
just as a matter of interest, do nothing ~ay 
nothing, and just let's wait, see . ' 

293 

I am sorry, I have already anticipated a little. 
I ~honed Atherton this morning anu told h~ of 
th1s promise and asked him if he w' uld keep on 
it. 

All right, you have done that. \'iill JOU just 
rest on your oars f roo now on? 

All right . 

Just let's see what happens, just as a matter 
of interest . You told Atherton? 

I told him t his morning. 

\.ell, just let it rest there. 

Shell I keep resting on Sumner \.elles . (Lauchter) 

It would be much better if !Jerle did it . 
(Laughter) 

On which of your many problems? 

On these Russian machine tools. 

llo , follow through on that. 

All right. 

As the State Department spreads around that I 
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am a friend of the Bolsheviks so I might as 
well live up to it. What I ~t to see ia 
p~ace in t~e Pacific, so I have given then 
their mach~e tools. 

JJerle? 

Pinsent has two or three more of these daily 
lists of sales he is bringing in this morning. 

Did you get mf note alreadl? 

Yea. That is marTeloua. 

That is the first thing - these kind of recorda 
you fellows get tham before 9 :30 . That is ' 
wonderful. Even you (Klotz) get one once in 
a while . 

Yes. 

Then there was one itam you may have noticed 
on the financial page of the Herald-Tribune 
which refers to your statement and explains 
that the British gold reserves are so low that 
there wouldn't be danger from that source of 
increasing the reserves. 

That is the thing I thouiht if the editor of 
the New York Tribune mignt read that he cight 
learn samething but Ferdie so recentq off the 
editorial staff on another paper says it isn't 
funny, so I will leave it alone . That is what 
I wanted to rub his no•• in, but Ferdie doesn't 
think it is funny, so we won ' t do it. 

Speaking of excess reserves , I call your atten­
tion down at the bottom of the Wall Street 
Jo~l to the gossip column of Fridaf· They 
predict ' there will be no bank legislatlon • 
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\'/ell, Mr . Foley is croing to write a letter 
like this for llle. Federal Reserve Board -
I am serious. Gentlemen, would you care to 
let me know the position that the Board has 
or will take on the Glass bank holding bill? 
I have expressed myself publicly as bein~ a 
hundred percent in favor if i t, and it w~uld 
be verl useful to me to know how the Board 
feels. 

(llr . Sullivan entered the conference . ) 

How is the Mrs. ? 

Very well, thank you, sir. I was over at ~ 
secretary's husband's funeral this morning. 
That is why I was late. 

Oh. How is your 1~s? 

She is very much better, thank you, sir. 

Yours is sick too, isn't she? 

She is nuch better. 

And hor. is yours? 

She is tlllch better this morning. 

295 

Do you know how I know this? Do J OU know the 
story? Mrs . Bell said she wanted to, leave. 
cards with Mrs . Stimson and she wasn t feel1ng 
well, and she called up ~rs . Gaston, ~?uldn't 
she leave the card, and Mrs . Gaston sal~ she 
wasn't feeling well, and she called up ~s . 

11 Sullivan, and Mrs. Sullivan wasn ' t feel1ng we • 

John says ·they went slu::nning on Uonday so they 
all got sick. 
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The three of them were calling on the wives 
of the Justices of the Supreme Court and they 
can ' t stand that stuff . {Laughter) 

And. each one in turn wanted the other to leave 
the1r cards. The only one who was well was 
Mrs . Morgenthau, fortunately. 

Bob Horton called me to say that he had checked 
: on that story of Wednesday on standardi&ation 
for British purchases and he claims that it 
doesn 't come out of the Commission but appar­
ently f ron Arrq and Navy sou.rcea. The UP just 
said National Defense officials. Because he 
talked to the boys who wrote it . 

Tell him if he doesn't behave himself, I will 
sic Pl.{ on him. 

That will scare him. 

Ur. Secretary, before Ed Foley sends that letter, 
in the light of the other communication, bad 
you talked with - bad you said anything to 
Eccles about the bank bill since getting the 
letter ? 

~/ell, I will tell you, Senator, the "ay it is. 
I didn 't write the bill, lou aee, so I don't 
know what is in the bill. 

I know but I think-(laughter)-first info~ation 
about the letter oughtn•£ - about the bank bill, 
in the light of the communication, i f I remember 
correctly, you remarked that you felt a little 
vulnerable on that polnt; and, that being the 
case I don't think that that kind of a letter 
would supply adequate ooverlng. 

Well, you let Foley read the Eccles' letter. 
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Then he can shape his letter accordingly. 

Right . It is a point well taken. 

Anything else? 

That is all. 

Nothing. 

\'1111 you (Schwarz) , as fast as the editorial 
comment comes in, let me have it? 

On the testimony? 

Yes . 

I talked to Conway Coe in the Patent Office 
last night at Jesse Jones • dinner, and he told 
me that som.e of the /uuerican fims told· him 
that they were restrained by our fund control 
from keeping their contractual obligation of 
supplying certain concerns in the occupied 
country with patents and specifications in 
exchange for lnformation, and that they were 
sending that inforoation through Genaany, a.nd 
they would like very much to have some re­
straining order preventing thee frac sending 
it through Gennany whereb7 they could escape 
their contractual obligahons, but there wasn't 
any. I t hink it might be a thing that we 
could take up with - possibly with--

Justice? 

Yes, Justice or Maxwell. 

Justice, because Bob Jaokson is tremendously 
interested in that subject. 

Coe said it was a real situation. 
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Well, Bob Jackson is tr11111endously interested 
in that because he has talked about it at 
Cabinet . 

He has? 

Yes . Vlbat he is interested in is the American 
manufacturers who, for one reason or another 
under their contrects have to keep Genaany ' 
informed, so I think if between you, you could 
get that to Bob Jackson--

Right. I didn't tell you that last week a 
representative of the Associated Telephone and 
Telegraph Company, which is the so-called 
i.ndependent in this countcy ovms mostly 
independent s and has very ciose reletions with 
Bell, came to talk about a question of whether 
they could sel l their manufacturing plant in 
Amsterdam to t he Siamens Halske interests, 
the German interestsi and from what he admitted 
t o me, it is quite p ain that this ~lant in 
Germany - Amsterdam is vecy busy br1nging out 
equipment for the German Army and Navy, a~d 
they have had very close reletions with S1emens 
Halake in the past . I turned him over to Pehle. 
It is rather interesting. 

I think that kind of stuff again ought to go 
to Robert Jackson, because he is trewendously 
interested in it . 

This is that Hunter Gary outfit , Automatic 
Telephone Company. 

Now, have you got something else? 

No . 

For about a half an hour, Jackson brought up 
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the question about these DeTil' s Island prisonera. 
He was ncylllUch upset about it . The upshot 
of the thing waa that the President lett it 
that Hull aliould have our embaaa1 in London 
get in touch with DeGaulle and ask than whether 
lie would l et than land in Equator ial South 
Africa, and then it ia up to Jackson to work 
out some wa1 or other to get than on a boat 
which will take than to Equatorial South 
Africa. 

Hia own people hadn' t told bJ..m about it, then, 
the immigration people? 

Well, I don't know. He had an awful lot of 
papers there about the thing, but he was ver1 
much exorcised about it, and very- much opposed 
to their coming here. 

All the negotiations were carried on in October . 

The President was kidding that Jackson and I 
were conniving on this thing, but he, the Presi­
dent, evidentl1 doesn' t want to send these 
prisoners back to DeTil's Island, but it seams 
what happened - 1ou ma:y know this - these fel­
l ows get to this English island--

Trinidad • 

.. .. and then the English don't say anythingi wt 
th11 l::t see that these fellows get a litt e 
aail tand s011e food in it, and thq put than 
in 1 t and let thlllll go and they get tham off 
t heir island. Now, there are about a hundred 
and 30 of than on the wa1. It isn't just this 
one l ot. 

I supposed there would be others. I hadn' t 
heard of thei r actually arriving. 
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So, as I say, the President takes the position 
these fellows will me.ke fine soldiers but 
Jackson says they are old and diseased, they 
are murderers, and he doesn ' t see that there 
is much emotional value connected with it. 

He i s probabl y right . 

300 

They have at least murdered once . But Jackson 
is working on i t. I asked Jacks<'n - I don't 
kno1~ . Are these fellows in the prisons in 
Puer to Rico, or are they on one of your cutters? 

I don't knoi1. · .. e took eit;ht men !rex: the ;.l"':rJ 
who are pr esumably aboard the cutters still . 
They had 20 men in charge of immigration 
authorities at San Juan and ready to put aboard 
the cutter . '1,11e t her they had actually put them 
aboard or not, I don' t kno·:t, but I presume that 
af t er they got those instructions to wai t that 
they turned them back to the L-umigration Service 
at San Juan . 

1'/ill you f ind out and let me know; and, i~ pos­
sible, I would ~et them off the cutter ana put 
t hen in the Dmn~gration Officers' charge because 
otherwise the Comutroller General is going to 
ask why do we pay"to feed these fellows. 

~-.bJ couldn' t they get them to _l!art~n~que or 
Guadeloupe i nstead of Equator~al Air~ca . 

There was somebody connected with the .berican 
Prisoners Association got to the President 
Sunday night, that is what happened. t:rs . 
Thompson. 

\'le shorted you very pret ty revised plans for 
a Coast Guard station at Det roi t, very hand­
some, but they found they ~ou~dn ' t build the 
station within the approprutlons on t hose 

• 

Regraded Unclassified



- 21 -

designs , and they have now dra.wn &<De new 
ones. I don't know whether you care to see 
thsm or not . 

ll.ll.Jr: No. 

0. K., gentlemen. 

301 

I 

Regraded Unclassified



' , . 
· eo,. act to Barry 'lbJ.te - aa per 

,.~ •• i1111truot1ou. 

R. MoB 

len. 17/41 

, 

Regraded Unclassified



a.w.Jr: 

Operator: 

a .u.Jr: 

Senator 
Robt. 
Wagner: 

B.M. lr: 

w: 
H.li.Jr: 

w: 

H,U.Jr: 

w: 
B.Y:.Jr: 

lf: 

B.ll.Jr: 

w: 
B.M • .Jr: 

w: 

H.N • .Tr: 

lf: 

303 ./ 

Hello 

Bena\Sil' Wagner 

Hello 

Hello HtmrT 

B®J 

How are you, 

Oh, I ' a eliTe. 

Jc1&&1'7 17, 19~. 
1 P.ll. 

Well, or oouree, you're alWII)'e eliTe. Say I•u 
tell you - I•a not going to trouble you beoauee I 
know you' re buq. I•a getting up a Cc.nittee or 
e:z;perta on thie aoney etud7, •• •••• 

Wondert'ul . 

• •• • •• and I want to get Harry Wbite . 

Tee. 

Allr1ght with you, 

Oh, p&rreot • 

.A.llr1gllt, will you tell b1.lll tllet he 1181' be an.Uablef 

Sure I '11 tell bi.lll • 

.A.llr1&)1t
1 

beoaUM I lalow he woul.4A't nnt to act 
without your author1 ty and I woul4A' t aek ror b1.lll 
without rlret teklllg it up with you. 

Sure1 I ' d lOYe to • •• • , 

He' s Tery belprul to DIAl ~u lmow on this queet1ona1re 
and all that • 

' 

Regraded Unclassified



B.M.Jr : 

W: 

H.M.Jr: 

w: 

B. lf.Jr: 

W: 

B.N. Jr: 

w: 

- 2 -

Well he ' a a good aan. 

Tea - ob :rea, ba ' • a nell aan, I think. 

Fine. 

Well thank you, Henry. I'm not going to trouble 
:rou with anything else now - that will come later 
on. 

Plent:r. 

Alirl8ht, Henr;r. 

Thank :rou • 

Good luok. 
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!!.M. Jr: 

Cong. Andrew 
Mny : 

H.l!. Jr: 

M: 

H. I!. Jr: 

M: 

!!.M. Jr: 
,, . 
r. • 

H.l~.Jr: 

J.! : 

H. lLJr: 

H.M .Jr: 

M: 

H.M.Jr: 

M: 

H. II.Jr: 

!!: 

Hello. 

Yea, Mr. Sedretary. 

January 17, 19~1 
2: :n p.m. 

Row is the Congreaaman? 
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Fine, thank you. I wanted to see you about 
t1ve minutee with a tr1end with me it I could 
some t1me today or Tueeday or vha t ever day 
would auit your convenience. 

Well , I tell you, I eort ot reel 1t ' s the 
end ot the year, t hough I don 't know why. 
I'm trying to clean up. How would 11 o 'clock 
Tuesday do? 

That would be tine, air. 

I'd be glad to see you. 

Well, thank you, air. 

I'm trying to olean up what' s lett ot about 
two weeks' correspondence that I've got here. 

Well, now, it you can t ell me how to get t hat 
j ob done, I wish you would because I'm right 
at the same job myeelt. 

Well, I don't know vhat t he answer ia. 

(Laughs). 
tell you. 
until you 

Well, t he anever 
J us t don't leave 

get 1 t out. 

ia thle, I can 
it, keep at it 

Oh, I've got a much better way. 

What's that? 

Don't answer it and then atter a while they 
anawer themselvea. 

(Laugha). Well , that'e a good 1dea or to 
pitch them in the vaetebaeket. 

Yeah. I'll see you Tuesday at 11 :00. 

Thank you very much. 
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January 17, 1941 
3:00 p.m. 

RE CLH'"TNii ANAJ,YSES 

Present : 

H.V.Jr: 

JCuhn: 

H.M.Jr: 

!lr. Foley­
Mr . Schwarz 
Mr. Odegarde 
Kr. Kuhll 

If y-ou ~entlemen woul d listen a minute , I have 
got an 1dea. I don't think anybody is doing 
it now. 

Ferdie , I want you to line tt up for me, you 
see. I heard - I ca.n' t - a man by the name of 
YacKenzie or something like that, has got a 
paper in Kansas City. Look it up. He ran a 
page on this Aid To England Bill with a coupon 
in the corner asking people to write in, and 
they got over 20,000 answers. 

For or against it'? 

For, and I wish that you would get in touch 
with this woman that runs the clinping bureau, 
whatever her na.e is , and then hi re so~body, 
an able man or woman, until this thing is 
over, who can just watch these - I want aa.e­
body hired. There 11111st be some young IUD or 
woman, and I want you to hire them, who wi ll 
just watch this clipping, you see. 

If there is some magazine - newspaper like this 
Kansas City- paper that has a good 1dea, maybe 
we can get it out through Lowell ~ellett or 
somebody- some way, some how, get it through 
these chairmen that Lowell Mellett has supposedly 
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Kuhn : 

SchVIarz: 

Kuhn : 

l! .M. Jr: 

J{uhn: 
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- 2 -

in each state , and try to get other newspapers 
t o do the same thing and t he same way, this 
man or woman that you engage, would also watch 
the ones which are unfriendly; but there 
certainly ought t o be some place that i s going 
to watch the dai l y press t o see how the~ handle 
it. J 

If there is any campaign put on against it that 
we could watch it and see what they do, and if 
t her e is any camraign that is good , then we 
could try t o duplicate it; b•1t there is a 
Kansas City paper that bas run a full page ad 
on thei r own. YacKenzie or something like 
that . 

I will look it up . Nobody does that at the 
Whi t e l!ouse now? 

They do that i n Mi ss blflckburn ' s shop. 

But on the Aid to Britain thine , nobody is 
watching --

V.ell , I will bet you a hundred t o one, and I 
thou~ht you, Professor Odegarde, if you had 
any 1deas- I just know it isn't being done , 
and it is so unbelievably stupid that it isn' t, 
and the way to fi nd out is to call up l.!i.ss 
Blackburn and find out and t hen she may be 
able to put a snecial ner son on, but i f she 
isn' t , I think~ whether she does or she 
doesn ' t I want some able young man or woman 
that ha~ graduated Md i s out a couple of years 
and has gone to a school of journalism or 
somethinv like that, and would be glad to come 
down or l s her e . It may be onlv a counle.of 
months, But somebody that coul~ watch t hts 
t hing for you and report t o me , you see. 

Good . 

• 
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Schwarz: 

H.Y.Jr: 

Schwarz: 

H.V.Jr: 

Kuhn: 

l! .!f.Jr: 

"oley: 

Schwarz: 

- 3 -

There is no. question Miss Blackburn's office 
gets the cl1pninga . The important thing 
I gather, is t he analyzing , ' 

The import~t ~bing ia to interpret it. You 
are not do1ng tt~ 

We don't get them until considerably later 
from them. 
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But it isn' t just clippings, it is to go 
through the thin~ and - here, maybe somebody 
has got a good e~ltorial and the 9uest ion may 
come up, I want somebody just to be thinking 
about this thing. Maybe we can get - find 
out what Lowell Mellett does through all of 
these chairmen and all the rest of the things . 
lf there was some way of disseminating this 
thing out if somebody has a good idea or 
fighting the t hing if somebody has one that 
is harmful. 

You also want to watch the people who are 
engaging in the a.nti-campaigns and who they 
are, people like Verne l.\ar shall. 

If one boy or girl doesn't do, get two or 
three . Get enough who can watch this thi~ in 
our own shop. You don't know of anybody, do 
you? 

No, I don't know of anybody who is doing it . 
They used to do that over at a branch of 
Lowell Mellett ' s office. I don ' t know whether 
they have appropriations to carry that work on 
or not. 

They are still getting the stuff. The question 
Is whether they follow it up. 

Regraded Unclassified



roley: 

H.!l.Jr: 

~oley: 

Kuhn: 

H.1!.Jr: 

Kuhn : 

H .l~ . Jr: 

Kuhn: 

H.M. Jr: 

Odegarde: 

B.M.Jr : 

- 4 -

They don't classify it, 

A thousand to one they don~t. V/ill you get 
enough help? Find out from Norman how to 
get the help and how to pay for it, but get 
enough help to watch this thing; and then you 
might also watch the Bank Holding legislation 
too . ' 

I agree whether anybody else is doing it or 
not, all of that ought to be gathered together. 
If we don' t know it here, we won 't know. 

We won't know, that is right. 
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But find out those two things, the Bank Holding 
and this other thing. 

lie oould use the Treasury people to go on doing 
the clipping as they have up to now, but - -

I am gi Ting you a germ of an idea which I would 
like you to take and see that there is no 
duplication in the Treasury and see that it 
is done well. Will you please9 Foley is 
watching it on the Hill, and I am watching 
it bere ; and if we get the cross current s. 
There are three things I am inte.rested in. 
Aid to Britain, Bank Bolding legislation, and 
then this tax thing . 

Yes . 

If rou could get those three things, and I say, 
it sn•t just the mechanics of clipping a thing, 
but it is to get it into one's bead. 

Mr. Secretary, did you want to watch the 
maguinea? 

Sure . 
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Odege.rde: 

H. J.!. Jr: 

Kuhn : 

R.M.Jr: 

Kuhn: 

H.11 . Jr : 

Kuhn: 

R.bf. Jr : 

Kuhn: 

R.M.Jr: 

Kuhn: 

- 5 -

You might get the me.gazi nes from the magazine 
digest . 
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She does those, too, but it is to have a bri~ht 
enough boy, or gi~l who, when they see someth1ng, 
will say, Here 1s something ~ood , here is 
something bad , let ' s grab it. This is what I 
have been crying for i n the Treasury for years, 
and we have never had it . Just ask Norman Thompson 
t o help you. O. K? 

I would like to talk to you (Odegarde ) a minute . 

Ed, i f this is O. K. (H~ding letter to Foley) 
do it for him. I wi ll leave it to you to be 
ethical . 

Mr. Secretary, I t hink it is a mistake to take 
t oo much notice of John T. Flynn. I think it 
might be a good idea to wri te an appr eciative 
letter about those edi torials you were praising 
this morning. 

Do you think so" 

Yes. 

All r ight . 

Do you like to send those to the oublishers 
or editors" 

Editors . 

Uuch, much better . 

Will you do that for me? 

Yes, sir. 
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z .. ...., lf, lNl 

liP• Coebna 

Sleretar,r ~PIID~ 

I h••••'t .. ,. a ll•t ot what the 1Dcll1h h••• bela 
.. u:n;oP ... u... I whh rena w01114 'brbc la to .. 
wbat t ba'fl Mia 4oJ.ac fop the laat ftlk OP t .. a.,.. 
I wo'lll4 1b to "' thlt t .... a01r ca e.U a., u 1 t •-• 
1a aatll t.rthlr ••tl••• 
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THil WHIT il H OUSil 

WASHINGTON 

January 17, 1941, 

MEMORANDUll FOR 

THE SECRETARY OF THE TREASURX 

- ,/ 

I eee no epecial reaeon t o have 
the income taxee ot Governor Francie P. 
Murphy ot Nev Haapahire checked, but 
in vlev ot the tact t hat hle name ie 
on a very long llat ot people who might 
ln t he future be considered t or a 
Republican place, it le Juet ae vall 
to do this. 

I call your oont14ential attenti on 
to the tact that he and John Sullivan 
dielike each other extremely -- Murphy 
having beaten Sullivan. 

F• D. R. 

--
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31.3 
TREASURY DEPARTMENT 

I~ COMMUNICATION COiilLCitUL 

TO 

""'" 
aJbjeot: 

8eON~ar'f rs:D~ ._ 
lfl'.Ba 

Br1ti Requirement• tor Steel in the United 8tatee, 

The attached table ahowe the eathatea wh1oh we han 
made on the amount of ateel required b;r the Br1 tleh 
Gonl'DIMint in the Un1 ted 8tatee during 1941 and 1942, 
'l'heae eetlmatea were made on the bade or the 1a01t reoent 
inror.ation available conoerlllng British require88nte but 
the:r are known to repreeent an underetateMnt in view ot 
the taot that requireMnt flgurea were not ua1lable except 
tor maJor itaaa. 

The total aet1mate tor the two :reare 1e 25,000,000 tone 
ot ingots, ot wh1oh about twe>-th1rda 1e tor coamarolal steel 
i tea a and one-third tor ateel in manufactured goode, includ­
ing eteel required tor plant expansion purposes, '!'he total 
requirements thue amount to alightl:r more tha.n 1 ,000,000 tone 
ot ingota per 1110nth. Thie coaparee with a preeent oapaoit;r 
ot about 7,000, 000 tone ot ingots per month, 'l'he Br1t1ah 
raquiremante would thue take UP approXimatel:r 15 percent of 
the o•pao1 t:r - ••eua1ng the demand• were epread onr the 
two :reara, It ie 11kel:r, however, that the need ia even 
larger, in view ot the tact that the requirements theaselves 
must han been framed with a rtew to the etteot ot priorities 
and the ava1labilit;r of bottoae, 

It ehould be noted that our estlaates do not i .ncluda 
the requirement• ot Canada or the other I>oa1n1ona, and az­
clude Br1t1ah requ1reMnh in connection With certain 
manufactured i tau tor whloh no data are available. It 
ehould alao be noted that the estimates are tor ateel i.ngote 
alone and therefore exclude pig iron and aorap 1,ron. 

Attachment 

- -
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Kat1 .. ted Br1t1~ OoYeraaent 
RequlreMnts for ftee1 Ingota 

(In thouaande of tone) 

Total 1941 

Commero1al etee1 16,502 g,251 

Wanutaotured goode 
llllpe 2 , ~t 1,504 
A.1roreft 122 
Ta.nlta 371 234 
Ordnanoe 220 lg2 
•me•n1t1on 3,lu 9lg 
Kaob1ne toole 33 

Total manutaotured goode 7, 05g 2, 993 

Plant expand on 960 4SO 

Total requ1rementa 24, 520 11 ,724 

314 

1942 

S,251 

1,353 
225 
137 

3g 
2,279 

33 

4,o65 

4go 

12,796 

ornoe or the seoretar;r or the Tr&UUIT, 
D1v1e1on or Reae&reh and Stat1et1oa. January 17, 1941 
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BRITISH PURCHASING COMMISSION 

17th January, 1941 

Dear llr. Secretary, 

As you know a Ministerial Committee baa 
been set up in London t or the purpose or dealing with 
questions or supply trom Korth America. It is under the 
chai rmanship or Sir Andrew Duncan, Minister ot SUpply, and 
has as members Jlr . A.V. Alexander, First Lord or the 
Admiralty, and Lord Beaverbrook, Minister or Aircraft 
Production. 

Similarly on this side of the Atlantic 
there has been constituted the British SUpply Council in 
North America which, while exercising general control over 
British supply missions in the United States, will deal with 
all issues of policy concerning supplies, including rep­
resentations made to the United States Administration. I 
attach tor your information a list of the membership or the 
Council. 

~e Council bas appointed as its Secretary 
llr . Leslie G. Chance. ~e ortices or the Council are at 
the WUlard Hotel, Washington. 

Sir Clive Baillieu bas been appointed 
Director General or the British Purchasing Coamission and 
his arrival trom &lgland is expected short!y. 

Secretary or the Treasury, 
Washington, D.C. 

Yours sincerely, /7 
~/~ ~~ 
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BRITISH SUfPLX COQJCIL IN lfOJm! AKfi!!ICA 

Chairman: 

De put}" 
Chairman:· 

Members: 

The Rt. Bon. Arthur B. Purvis, P.C. 

Mr. Morris Wilson 

Sir Henry Selr, K.B.E. , C.B. , 
Director General, British Air Commission 

Sir Clive Baillieu, K.B. E, c.v.G., 
Director General, British Purchasing 

Commission 

Vice-Admiral A.E. Evans, C.B., O.B.E., R. N., 
Head of British Admiralty K1ssion in Canada 

Bon. C. D. Howe, P.C. , K.P., 
Canadian Minister of MUnitions and Supply 

Kr. Jean Konnet, K.B.E. 
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Jaaaar.r 17, 1941 

TO : 'l'he Seoretal'J 

FROMI )(r. Young 

Re: Additional Goeeip About the Martinique Planes 

On JIU!u&l"J 2 I euaaariud intornat1on whl.oh bad been 
g1•en to ua b7 Kl'. Hod~ ot the BellllDca Aircrart Coarpan7 
conoern1ng a pl'Opoeed deal b7 Whioh Cuba would acQuire the 
French planea at K&rt1n1que. On tbat •••orandua I appended 
a note indicating that a later edition ot the etorr was on 
the Waf. 

Xr. Hodglt1n oue i .n to aee ue again on Januarr 11 
Y1 th another •eraion ot the a torr Which u ae toll owe: 

1. 

2 . 

4. 

The principal tigure in the Cuban negotiations wae a 
Mr. Oharlea McAdow, wbo ie aaid to baTe been in touch 
With a Xr. Deputy, suppoeedl7 aeaooiated Y1th the 
British Purchasing Ccmmiaaion, and through h1a with 
Sir Henrr Belt. 

The Cuban deal ie now dead , preeuaablJ because 
Xr . Xo.Adow could not wort out aD1 approach to the 
ViohJ Go•ernaeat. 

Aa A atanda now, Kl'. llc.Adow U w1 thdraWing troa the 
pioture, and Xr. Hodgkin haa beer~ aora or leaa 1nrtted 
to tate up the Job ot trring to work out a deal between 
the V1ohJ Go•emaent and llexico. 

On th1a deal he ie to contact a Kr. Raetel aon 1ft 
Yaah1ngton wbo 1a IIUppoeed to be a purchasing agent 
tor the Xenoan GoYernllent tor 1natruct1ona and ie 
alao to oontaot Sir Ber~r:r Belt. llr. Hodgld.n hae nenr 
11et Xr. )(o.Adow, Kr. Raetelaon, or 81r Henr:r Belt, but 
the Br1 Ueh and Kr. Raetelacn ue auppoaed to be 1n 
touoh w1t.b. eaoh other. 
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Xr. HodgiUn doea not kJiov 1t an:rone :ret haa talked to 
repreaentat1Tea of the V1oh)' GoTernaent. 

31.8 

Xr. Hodgkin lett With the intention ot getting in touo.h 
V1th the Br1tiah to see it there 1e an:rthing tangible in the 
picture. He inquired ae to What ve thought he ehould do, and 
ve told h1• that hie deo1aion vae entirel)' up to h111 . 

Since th1e 18 beoolllng •ore and more a deal that locke 
like a repetition of the one 111111on Infield R1tle tiaeco, I 
ehouldn 1 t think ve ought to bother the State Department V1 th 
1t unleu ve eee eoaeth1ng tangible dnelop1ng. 
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Aaericu hba .. 7, Vicb7 

DA'fl:l J'UuaJT 17, 1941, 7 p.a. 

ItO, I 118 

~s 1 
Reo 1 dl 

;- '. 1•e 
12:06 P·•·, 
Ju, 18. 

r<l\ mJ: !RJ:ASURY J'ROM MA'l''l'HJ:W'81 

Ill 
( , .;IJ3T 

HT OT 

'l'be ataaGT decline of the quotation on the 9111aa and 

Port11g11 .. e ll&l'keta tor the Prenoh bank nohe 1a oauatng 

acme preocoupa,ion on the par' of ott1oiale ot the French 

Min1etr,r ot Finance. In Bw1tzerland tod&J'• ra'e tor dollar 

bille and oheoke 1a 1150 Pl'enoh tl'anoe; tvo weak a ago u 

wa.e 100. 

It ia intereeting to note tba' t he French reel the 

deoline ie tor the moat part oaueed b7 ettorta ot the ~ermane 

to obtain in Switzerland and Portugal dollar and other tree 

foreign exchange; the ~mane are ueing t or th1a PUl'pOU 

not negligible quantitiee or the trance received ae ooete 

o t the ~l'llla.ll &1'111 ot oocQPat1on. I preeuae tha' 1t Will 

b e po .. ible tor 70u to aeoer,ain 1n Portugal and in Bw1 tnrland 

whe,her the .. operations are in tact suttio1tn'l7 large to 

b e i.Jiportant. .t.ttempte are aade b7 the J'renoh to •'op 

the .. trance troa being aanggled back into the eounti'J . 

'fhe7 are not alw&J• auooe .. tul in th1e, eepeoiall7 einoe 

tho .. exchanged in Portngal are smuggled into Moroooo. 

'l'be Pl'enoh haTe now reduced to 1,000 trano• the .. ount ot 

l'renoh ourreno7 the7 will per~Bi t to be brougllt into Prance. 

LEAHY. 

U :LW 
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Dear l!r. Secretary, 
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IRITIIM liiiAIIY, 

WAI MINCTOM, D. C. 

January 17, 1941. 

The Chancellor of the Exchequer 
bas asked me to say how greatly he appreciates the 
spirit and intention of the Bill introduced into 
Congress.,. and the unsparing effort made by you 
in preparing the Bill and in explaining and 
supporting it in your evidence before the House 
Foreign Affairs Committee . Although it was of 
course a serious decision, especial l y under war 
conditions, for the British Government to agree 
that the secret figures about our exchange 
position should be published, Sir Kingsley Wood 
has full confidence in your judgment on that 
matter and wi shes you and your colleagues every 
success and speed in securing the passage of 
the Bill. 

There is little to say at 
present about press reactions in England. The 
news arri ved too lat e for early editions and there 
is a great pressure on their limi ted space for 
war news . 

Hon. Henry R. Morgentbau, J r., 
Secret ary of the Treasury, 

Washington, D.C. 

Yours sincerely, 
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J anua17 17, 19U 

lrthur Punis called ae tonight at 8:15 to say that 
be and Sir Frederick Phillip• had called on Jeeae Jones, 
and had receiTed a Tery cold reception. Jones wanted to 
look oTer each contract, and his attitude was, ~ell, this 
is a 15- carat ring and I aa willing to take this one, but 
this other ring is only 10 carats, and I don' t think that 
I want that one.• 

Punis said that he was very much discouraged 
and be doubts Tery much if anything will come cut of the 
meeting. Be wanted me to know this. I said that I would 
pass this information along to Stimson and Knox on either 
llonday or Tuead~. Be said he was leaving for the week-end 
and would be back Tueeday. I want to paea this information 1 
on t o Stimson and ltnox in a f ormal memorandum. 

Punis &lao JUde the rem.ark that be thought Knox 
was the one who would fight the most to get him help. 
I suppose that by that he meant Knox would help more than 
Stimson. · 
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.TmUU'f 17, 19U 

I want to write a meao thh morning to Stiluon and 
Xnox letting thea mow that I talked to Punh after 
Cabinet 7eeteraa,, and aekea him to get in touch with 
Jeaae Jon•• and trJ to work out a plan whereb7 J•••• 
Jonu would ~ approxlaatel7 $550,000,000 of o~taente 
that the BDglhh han made in thh oountr7. 
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la u ..,.... .. , that t;bl plut .,,.14 N t1naael4 bJ tile 
Def1a11 Plant CorporoU• (Jteoo .. trueUoa ,,.. ... , c.,. ... 
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U, a . Are:t All' 0oJ'PII plMI an oi'Cer v1 t b CoatlMital 
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!l!r. Kuhn agreed ••1 t h the Secretary 

He thinks Genernl Johnson, 

however, should have an acknowledg­

ment of his letter. 

-

' 

, 
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HUGH 8, ..IOHNBON 
NDIIMANDY e UtLOIN CI 

W .... H tNDTON. 0. a. 

January 15, 1941 

Honorable Henry Morganthau, Jr. 
Secretary of the Treasury 
Washington, D.c. 

Dear Mr . Secretary: 

Si nce you say you have the s i gned draft 
mentioned in your letter or January 14th, that 
is enough tor me on that point. But it doesn' t 
cover the main point and the actual assertion or 
the paragraph to Which you object. I was told 
by a good friend or yours and his that one or 
the secretaries I have mentioned had not been 
consulted until the form of that bill was frozen , , 
and that he did not believe the other two had 
although this latter was secondary evidence. 

It is not my intention ever to make mis­
statements . The use of the word "published" 
was stoPP.r and in its colloquial sense obviously 
wrong s ince all the Secretaries saw it before it 
appeared in the press, 

It you desire I wi ll make this acknowledge­
ment in my column. 

Si ncerelY, 

Hugh 

Regraded Unclassified
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• . • 1/17/41 
Th1e memorandum was returned to General Watson 
todf11. It was the same memorandum which 
JerOille Frank submitted to us on 1/8, and which 
is filed under date of acknowledgment, 1/10. 
The aeaorandum dealt prinoipall7 with the 

inYeataent bankers' attitude on British securi­
ties. 

, 

, 
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THE WHmE: HOUSE 

W ..... INCITOH 

Ja.nuary 1!1, 1941, 

MEMORANDUM FOR 

THE SECRETARY OF THE TREASURY 

I am sending you th1e wholly 

cont1dent1al memorandum t o read 

and return. 

F. D. R, 

-/ 

' I 
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EH 

SEcrEtary of StatE, 

\iashington , 

189, January 17, 5 p, m, 

GRAY 

BErlin 

DatEd January 171 1941 

Rto ld 11 :36 Pol:lo 

1759 
342 

By a dtorEE of thE Council of MinistErs for National 

DEfEnSE datEd DECEmbEr 311 1940 and publishEd in thE 

REICHSGESTZBLATT of Januar y 151 19411 thE incrEasEs in 

thE ratEs of thE corporation tax introducEd undEr thE 

lal'l of July 25, 19381 vthich VIEr£ originally limitEd to 

thE ytara 1939 and 1940 havE bEEn indtf1n1ttly Exttndtd. 

Inform CommErcE and TrEasury, 

MORRIS 
NK 

• 
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llr, .._tel ......... \llh ...UC &M • .-... I• u -1r _.ta-.... I .... 
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Uo• ,,... Dr. S.tiiC b reprt h ....... .,ereUeae h C.h•. 

Dr • .._ - p...,\lr h tllo ,..a., vl\11 • · • ..,..,. .. h lib lnhr et 

J_, 16 te Mr. Jell, It eel hlt .. 017 ttth\e- te \lle ..... lac el ev 'Jir.,. ... 

oh\tlheUM ___ , vUb C.lu h l' ... 'fltt lw tile foall $50 ,000,000 to \e ..._e 

aftlla\h a\ tu .. t ... el tile a.cr•• .. t ta e 1..,. - · ro\ller tllea \e ......... at 
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Scoutn.ry of Sto.t£, 

Wo.flhington. 

187, SevEntEenth 

FOR TREASURY 

PL.U.B 

London 

Do. ted J=unry 17, 1941 

R~o t d, Z: lO p . m. 

1 . With reference to the last p.~~~ph of 

the E~bo.ssy 1 s tclcgrc~ No. 58, J~uo.ry 7, the 

Fll!.il:CUL KEWS of tod.~.y publishes r.n cdi tor in! on 

United StntEs conEtPXY policy occnsionEd by thE 

rcc<nt proposo.ls for o.n incrcnsc in taE Fcdcrnl 

ReservE Boo.rd ' s powers to puvrnt inflntion. The 

cditorinl nftcr describing the proposo.ls nnd 

sketching t hE backgro~ld of excess rcs•rvts and 

gold i nflux states: •an the widcr i ssues of 

fiscnl policy, the FedEral REserve Boord hn8 

clearly ro.ised quEations of primarY importance 

o.ffcct ing thE precis< rclo.tionohip bctwE<D Govern­

ment f inance and central bonking nuthority . Whl'.t 

mo.tters most now is thnt the 7cdcr~l Reserve Bocxd 

should ohoosc this of o.ll moccnt o to forculnt c 

propost>.ls for o. r cvn91on to rigid lUid i:IECho.niccl 

controls 

345 
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-a- 187, Seventeent h, free London, 

controls for the crtdit structure, nnd should r t lntc i ts 

propos~~s to the possibili ty of "~ in!l~tion~xy movemEnt 

throug~ defencE nctivitico. The Federal REsErvE Bo~xd, 

in othn words, is prooudi ng h"·P"ilY •.long thE ro~.d 

of '.:>uc inEss C>.s usu!'~ , obli vious •.ppr.rontly of the fi\Ot 

t;·,r.t t;le huge EXpnna i on Of hdcrr~ crcdi t now con­

templr.hd reflects r. period of n.-.tionr.l emergency. The 

Bo•xd of Governors r.pptcrs to be seeking full powers to 

discri~in.-.te on the vitnl issue of credits for n.~tioncl 

defenc e. I t r.ppcxently nic~cs Congress to continue 

• VOting hugE dEfer.CE C?~Opri~t ions, nbilE thE FEdEral 

Rcoervc cuthor1t1Es sinultr~eously tncror~h upon thE 

credit bc.se to c dEgrtt which 110uld m..'\kE i t i mpossibl E 

for th£ b~.nking system to render the n<ccssa.ry 

fincncir.l support for thE defence progrnmoe.• 

Continuing thE editorir.l points out thr.t the•• is l i ttle 

evidence of c. stock cxchnnge Of reel Estr.tc boo:Il i -:1 view 

of the longer term implic-.tions of t he situr.tion ~nd 

• goes on to snY: ·~rEovcr if such r. n~vemtnt nEre to 

bEgin the United Stntec Government, either dir ectly or 

t hrough its vrxioue c.gencics, nould hn.vE dr"..Sti c 

powers of nnti oncl control. The dir• ct cnd !ormidnbl• 

instrument of tcxcticn renmins n.s nn addit i oncl borri cr 

to uncontrol l Ed inflr.tion. I t is to th• s• poncre t hr.t 

the United Stct•e ~t look for er~vr.tion from the 

infl('.t i oncry 
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-3- 187, Scvcnt~cnth, fron London. 

infl~tionnry spir~~ .· 

a. The recent r.pper.r~.noc of ~. report by tht: select 

CO!Ill:li the on n:-.tionl"~ .:xpcndi turr dc~.l1ng ni th 1~.1>or 

aupply l'.ncl pr oduction llll'.thra hno .given rise t o much 

ooru.Jcnt in the press . Undue "J.lOunts of ovtrti;~e ryorkcd 

on rush orders ~.nd ~so rEsulting from the se~cb of 

l cbor for such i nducements hns, nccording to thE 

co:.ll.li ttcc, rcsul ted in lcssc!':ing of efficiency t h rou.gb 

f:-.tig-uc ::.nd unnec~ss<.rY :-.u,;;-o.~cntr.t ion of costs . This 

situ.~.tion couplEd rrit:. t !.< cos\ plus c g iven profit 

systcu of go'le!'tt:.le;.t contrr.c\s end \he 100 percent ex­

cess profits t<:".X i s od.ng e•1tr rJorc n iddy r ecognized 

C\G r:Mtcful ·ooth of uc;nponcr :-.nd goverru:tcnt ooncy no 

r:cll cs c stioulcnt to i nflct i on. Th< r<port ~so 

brings to light uh:-.t the TIUSS choxnctcrizes ns a 

s erious defect in tbc price fixing nrri'~E~cnts ~~d 

coatings of the Trt:nsury end supply dep~.r tocnts . The 

T~ cditori~ points out t hat 1 the check on cxccssivt: 

costs is C\ltogctu er i nndcquetc end the present systt:o 

of post-cost i ng oust nlunys be too l n te .• Dis­

crcpl'.ncil:s i n the i ncre r.G c in coste of different firr.ts 

nnd t he cfftcts of 100 percent excess profits duties 

!'.IE o.J.ao !)Ointc<l to . The TL.i£5 nlao notes th< 

co= ittEc ' s 
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-4- 187 ,· 8Eventunth, !roo London. 

co:J..littEE ' s criticise of tbc Govunocnt for its 

•chariness to USE its coopulsor y poncrs• i n the ~tter 

of t he trnnafcr of lnbor, the dilution of skilled lnbor 

r.nd trnining o.nd point s out thnt one uorc oot tEr of 

i rJporto.ncE •.1hich the coutlitt<c ho.c o isscd is t hE 

o.ppl i ontion of thESE prinoiplca to gov•rno•nt csto.bl i sh­

ocnts, dockyards nnd nracncls o.s UEll ns to privo.t e 

und.crtc.ki ngs . ThE FINAHCUL Tli.iES pointn out t:.to.t the 

ooouittee 1o findings hEnr directly on the queo~ion of 

inorco.acd spending poucr nnd rising pri ces sto.t i ng: 

•It i o obvi ous t ho.t i nsofar os they r~c o.pplico.blc our 
pound 

unr expendi ture o.t t he ro.t c of 4,000 1:11lli!)n/.·pcr o.nnuu 

ie not g iving full vo.lu• . I t a gro11th to thnt lEVEl 

docs not dEsErVE o.ll thE congro.tulo.tion 1t bee EvokEd. 1 

I nsistent in o.ll the oot~cnts not onlY on this r eport 

but on the unges end price situntion is the thought 

'if onlY t hEBE nistnk• a could ho.vc been avo1~Ed !roo 

tht: first ! • 

JOHNSON. 

DOll 
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TREASURY DEPARTMENT 

INTO 01'1'1C& COMMUNICA110N 

DATil 1~ 11, liU 

TO 

.... ,.. xr. IO.au 

FBI r.pona: 

J'&DU&rT lS. 'I'll• Toli;(D J'U'e and llarl,.. l11.8uranoe 0cap4UIT lU~ruatH all 1U 
branohea 1D ~IM tliU~ed ~&tea earq 1D Nonaber ~o olo .. their otficaa, rei,....... 
t heir buat,..aa nth AMrtou iD.euraAoe ti:ru, azul r•U the tJ.Z,ooo,ooo aub r~ 
oenea to ~he ~ attioe u I800il u poaaible; tiM Toii;Jo ottioe baa 1>- ac11111 
eablegraa 4•an11~~~& ~Uon and illlowilll& at.._ huh. 

J'al!llarJ 14 . '1'IM Hall ... Co11.81lla~e 1D Cle'nlan4 1a -rAlT eoUo1Ullll tuiiSa 
tor the Hallu ~ C:roaa th:roQ&b Uallan J'a.aoiata 1D Ob1o; oont:r1b1Rora ban 
"bMn awom to MONCI1• 

J'anl».:r)" 14. JBI u1ta -ur tiM ~ De~t baa tao111ttea 1D 
Po:rt-au-.P:rince, Jla1U, to uce:rtain the ue to c .1ch a ~ lies! there, 

( Guataft Roblaen, 1a put\1111& -' .. o"btail>ed on Ob&ae oub1er• a Checta. 

J'anu.e.J'f 15. 1'\&rtur :re 10.ot1 ... 4 •Ba:roneaa• Vera llont""""rn JC.crta told 
hi s wife on J'anua:ey 15 that he was aend1n& eomoone to represent him e.t e N4t1ona1 
Defens e Met1Jl8 in We.llhingtOJI within· the next r., dqo (probably e -una t o "be 
hold J'e.nua:ey 16 in the ottice ot 111111u s. Xlnldeen); Xlot• eaicl. he would da•i&· 
nate one "Dl.cle" or •Ol.aapitt• (the t elephone book 1D41catea that there e.re two 
Cl upitta, totur and eon, called 1. 11. OleapUt, one ot ., .. 111117 he the po:reon 
In quaation). 

J'BIWA!')' 15. One J'ronl< Heniue, -.~~ .. the JBI baa under auapiciOD tor ot!Mr 
reaeona, baa 1ntomed tu JBI t hat li1Wu Rbodeo Dana he.a oolleboratH ~til 
tbe liasie 11! 1Cd111fS b1e .._ to o llal1-coD.trolle4 oil buainoea 1D ll«t1~1o­
eat 1Dg oil oacbea 11! the Ce.:r11>1>88Jl and Solnb .-.rtoa tor ue ot GClwul ab1pa; 
tbllt Dane toroH J'obll L. Lftia to Ml<e tiM ap-b -cainet Rooaeftlt OD Dll1'1a' 
threat ot ftl1081l:re ot Lftia' aotin tie a 1D lle:doo; that Dane 1• bu;r1D& ..rouz'J' 
tor the 0e:r11e.na 1n llex1oo; eto. ('file 1ntoz-at1on - inaccurste 1D atmll'el. 
reepaota.) 
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TREASURY DEPARTMENT 

J 

Secretary Worcentbau 

"''"' tl.r . Cochran CONFIDENTIAL 
Ro&htered oterl111C tre.ntact.iont of tho u portiJIC b&nl<t vert ~· follovt: 

Sol4 to commercial concernt ~8,000 
Purohated fro• co•erc1al concornt l.l9,000 

In tho opon market, otorllJIC hel4 otoaAT &t 4.0}-1/2. Tran&&et1ont of tho 
reportlnc bankt voro &t f ollowtl 

8ol4 to co..,.rc1al ccncerno i.li,OOO 
Purohaoed fro• co-erc1al conctrno -0-

350 

i'ollovtJIC :rutorcl.a;r1 o 4eclln8 to a throe-100nth lov of .0'7-IJ/}2, tho ,....... re­
coYtro4 t 11thtl:r to cloto at .05-3/S. 

Tho other cwronc1tt r e,.1ned f&1rl:r otoad¥ oxcopt for tho J.rgent1ne free 
vb1ch r o&a1ned put of :reetercl.a;r' • lou. Olot1JIC 'luotat1o111 vere:. 

Oana41an 4ollar 
8v1tt frn.'\o 
Svedith krona 
Roichuark 
Lir& 
J.rcent1no poeo (frn) 
Brat111an allrelt (fr.u ) 
llox1can po oo 
Cv.b&n pooo 

14-1/S~ d1eccunt 
. 2)21 
.2)85 
.4005 
.0505 
.2355 
.0505 
. 3056 
8-3/16~ dlecount 

Yo oolc\ $7,000,000 14 &el4 to tho BAlik of Jon, llbtch vat oclded to Ut aaraarko4 
account . 

Under Uconeot prertoual:r 1ooued, tho l'ederal RtttM'O BAlik of lew Torlt trane­
ftrro4 froa the account of tho Central Bank of n 8alftclor &eld Yaluo4 at approx1•t•l:r 
$186 ,443 to accond llo. 6 of the B. I.S. Th1t tranofor r&1 tot tho aaount of sole\ 1a 
!.I.s. account B:o. 6 to approx1.,..tol:r $SJ6 ,44o; cold 1a thlt account 1o o""ed b7 tho 
Control Bank of n llalftclor and 1t plo4go4 to MCUH ropt1Mnt of cred1tt cranto4 that 

Bank by tho B.l.a. 

Thoro voro no nov pl4 e~nta r oporto4 t o na toUT• 

~~ Boaba;r col4 prloo wao uneh&IICM at tht equ1nlont of $33·96 . snnr wao l/SI 

at tho oqu1Yfll.on\ of 44. 61,. 
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' !ho pr1o .. fu.& l.a Lo114oa for epot Mil forwar4 111 .... r wre 'botll "N'be•p4, at 
2}-1/'44 aa4 2}-3/164 r••oUnl)-. !be dollar equl'f&leah wre 42.21, aa4 lla.lO,. 

11~ and Bar-n' 1 eettlneut price tor toreip 111Yer ¥81 llDCiwlcM at Y...3/'41. 
!he frouur71 e parobaee price tor fore1p e1lnr wae eleo WIOiwlcM at 3~. 

Ve meA• two porcbaeee of e11Yer totella« 150,000 ouaoee ua!er the S11Yer Parohaee 
ut. oae of tbeee, UOWlUIIC to 100,000 OlliiCII, repreeoawa po.rt of a obi!)Milt of 

1nnr recoatlT oed to thh OOlllltr,- 'b7 the Ceatrel llalll< of Ch1aa. !he other 50,000 
ol1!1Cte couhte4 ot ,..., pro4uoUoa troa foroip coutrloe, f or forward delbtr,". 

llaY1DC recelYet!. tbe 'Prealllr,'1 e CtUthor1 V ua!or 'both the Gold l!ooerYO Act aa4 
Sncut1n Order lo. 8389 ao ~e4, the J'ederal l!eoerYO Jtlllll: of lfov Torl: effoote4 
tb• t olloviac tranotore of cold 1a 1 h nul te to4&7: 

$560,000 troa the accout of the llaUouel Jtlllll: of DoD~~Uk 
to B.I.8. account Jo. 3, th•u froa 1.1.1. account 
Jo, 2 t o the accout of tbe lat1ooal Jtlllll: of the 
Uo&doa of Tucoelarla. Gold ill J. I.l. account Jo. 2 
h ovae4 'bT tba t llalll<. 

!!lue tranofore repreoent a aele ot cold froa the Dal11oh beAk to the Tucool&Yi&a 'btlllll: 
UlroQ&Il the ae41IJII ot the J.I .S., ldloae lfew Tork cold holdiace wro not ebaact4 thor ... 

!he J .I.I. pe.1d tbe Duiah 'buk l.a dollars Y1th4raw froa 1te dollar aceotmt l.a 
J'e4erel, u4 rece1Ye4 po1111PIIt tro• the Tuco•la•ian buk 'b7 4e'b1t to a dollar 

acc,ow" aa1ntal.ae4 'b7 the latter 011 the 'booke of the J , I .I. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 
For !:lea Ch:lW>COY 

INTER OFFICE COMMUNICATION 

Seoretarr Morgoatbau 

Mr. Oocbraa 

STRICTLY CONFIDEN TI AL 
Official oaloo cf Br1thh-oYIIOd doller oocur1tiu under the .... tut; order 

offect1Ye leb~7 19, l94o: 

llo. of Sheree $ Proceedo of lloa1aal Value $ Proceed• of 
Sold Shereo Sold of Bonde Sold Bonde Sold. 

Ja.nua!7 6 },057 116,893 111 1111 

1 ~·468 1 ,025,707 JJJ,OOO 273.754 

8 • 726 1,293,814 55,000 21,614 

9 294,557 5.6}3,477 15,000 l4,16o 

10 126,}89 },433.202 2 ,000 1,~3 
11 1], 578 6oo,6o6 25 ,000 18, 1 

513,115 12,103.699 4JO,OOO J29,878 

a froa :rebruarr 
l94o t o Jaauar7 

l94o 3,1!98. 540 112,4ol . 672 5.986,000 4, 579,191 

TOTAL J'ZBRUART 22, 194o 
4 ,012, }15 TO JAlltWIT 11, l94f 124 ,505. 371 6 ,416,000 4,909 ,069 

Mitt Poate reported oaleo of non~Yettod aecur1 t 101 for the veal< ended 

J&1Na1'7 4 totaled $)00,000. 
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Personal and 
secret 

•m.. ....... 
W.U.IIICITOII, D. C. 

17th January, 1941 

Dear Ur . Secretary, 

The Honoura blo 

I enclose heroin tor your 

personal and secret inro~t1on a 

copy of tho latest report received 

from London on tho military situation, 

Believe me , 

Dear Mr. secretary, 

Very sincerely youra , 

Henry Uorgentbau, Jr., 

United States Treasury, 

Waehington, D.O. 
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T.d..CGIWI a £ CEIVlro HOM I.O!iDO!'l 

DAT2D JAIOAn lllth , 11141 

lli\ AL 

An alrort l't rroca U:c r .. caatlo 

lan4c<1 a t Pllnta Del hte ( tlr u£1187 ) 0200/16 

ow1nr to l ack or f uel. The cr ow or ~ ~ta1ne4 

pe ndt nc r eaul t or ropr .. en t a Uone. 

At 0".:::!>0/15 Hudaon aircraft return i n& 

from n1 rr t operation c:tropped two :~nal 'bo::lbe on 

t he afte r part or 5000 ton ~orctant ~aa .. 1 1n 

sta~ans;a1 r.oed a . 

The cor;vol e or ~e ah1pa l'I'OCI S h l'l'a 

Leone llcd : t llra1 ta r !:at·o arrive~ M l'ely 1n the 

Un i t e d r. tnc4or.1 . 

Dur1n~ t t a l aat 6 ~ontl a or 19 40 

aircraft nro:n,;ont of r.orohan t veaaola baa oauee4 

t t e r oll w1D! cauuolt i oa t o e nemy atrcra1't 1 

1:; destr o ad , \l probo.bl o an4 61 cSa!:".a r-~. 

rro~ t • e t oe1nn1n• of the war to 

::-ac e bar let , 1.,0, na \ al a11'i:ra1't have cau"d 

t he f ollow1nt caaual~ 1aa t o ene~r a1rcl'tft , 62 

deatro: e d cer te 1n 10 pJ•obabl e , 4!1 datla€;e d , 

I 01A' All. I Jh.;E , ll i (bt of JanUU')' 

15/ 16 t I oll• W11lf. t or1..eta att a cked! :?1lhelluheve n 

Nava l l aae and doekJ•r• at r mde n , petrol eum ahadl 

a t r ot t al'da&, petrol ha r bour at Lr&at , Hi pper olae• 

oru1a er. A total ot 110 a1r orat t daapatohed on th e .. 

opera tiona. 

:..ICILY. .ran..aey 16th, Photoaraph1o 

ro~or.na1o ~anoe or ~•ton1a aorodroce ~1aol -aed ~0-40 
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au-.rar. "-"' Oil' Olr aevarely au.r.4o 
'1'1wre •re •117 bOIIb ot•etolro on t ho oroocll'Oma, 

ano ha~a1r ~• tote . ~ WJ'eoked, a nother ••~•lr01J 

~ a d a nd ~1tto Lovo bolen o'lte1r.e~ on e~1n1a• 

trat1vo cu11~1nL•• 

0 I · .. • A'" ! !'! . Ill ~t ot Jot:~ 

l &th/l &tll. Preliolna~rr r epor t ct'"• to\al ot 

U O one ., a11'0N ! t o;~ol'lotlus over t rA cn1te4 

! 1ue4om• 1nt or copt1ona b ) ~ t 1rb t ora reaultad 

la &he deotr~ot1on o! at l eaat two en~: alroratt 

a nd a t=tl .o1• t wo rta:r.o.~ e<~ vltbout 1 ~ ... 

A1rc~r&tt oaaualt1oa 1o ope:ratlona Oftl' 

a nd ~ t he Llritlab Ioltlo £n«r.1 ~atro,.O a, 

dalllap 4 ~. 
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~/2657-22/) 
No , 295 

SITUATIO!I IWO!\T 

I. Western Theater of War, 

&!: : Night operations only. 

11.r.o., w.o. 
Janu.ar,- 17, 1941. 
12-:00 )1. 

German. llormal activity aaainat two unidentifie<l Engl.Uh 
cities, one iii the west and one in the south. 

British, The R,A,F. renewed the attack on :lllbel:llsllave 
and &lao raide<l ~en and &01118 ot the Channel porta . 

II. Greek Theater ot War. 

1 . Ground . The Greeka are maintaining steady pressure 
aaainst the Italians in the central and coastal sectors but report 
no eains. 

2. Air. Bad weather and little activit:y. 

IU. African and Mediterranean Theaters of liar. 

356 

1. Ground. There have been minor artiller:r actions along 
the Sudan front and at Tobl'\lk, with some eld.nDishin4: at the O&sis ot 
Jarabub. • 

2. Air. Axis forces heavily bombed l!alta and clal.a addi-­
tional hits oiitbe aircraft carrier "lllWitrious•. Activity in Lib,.a 
apparently minor. 

Note: This m111tary situation report is issue<! by the llilitar:r In­
t.lligence Divieion, General Staff, In viow of the occasional in­
cluaion of political infonoation and of opinion it is classified aa 
RMtricted. RESTIUC!?D 
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